
TRANSPARENCY 
INTERNATIONAL-PAKISTAN 

12th April, 2017 

Managing Director, 
Karachi Water & Sewerage Board, 
Karachi. 

4-C, Mezzanine Floor, Khayaban-e-lttehad, Phase VII, 
Defence Housing Authority, Karachi. 
Tel: (92-21) 35390408, 35311897-8, 
Fax: (92-21) 35390410 
E-mail: ti.pakistan@gmail.com 
Website: www.transparency.org.pk 

TL17/1204/1C 

Sub: Illegal Award ofUnso1icited Contract against SPPRA Act. Rs. 25.5 Billion 
Karachi Water Supply Project. known as K-1 V, to the Frontier Works Organization 

(FWO) And Revised cost increased by 40%, to Rs. 35 Billion, causing loss to 
Exchequer of over Rs. 9 billion. 

Dear Sir, 

Transparency International Pakistan refers to the letters sent to MD on the above quoted subject vide 
No. TL16/3003/1A dated 30th March 2016, and TL16/1705/ 1A, dated 14th May 2016 on the Illegal 
Award of Unsolicited Contract against SPPRA Act , at cost of Rs. 25.5 Billion Karachi Water 
Supply Project, K-1 V, to the Frontier Works Organization (FWO) Annex-A &B. 

Violation of following SPPRA Rules were reported; 

Transparency International Pakistan Observations 

1. The exemption accorded for direct contracting for all K-IV Works Contract with M/s FWO 
by the Government of Sindh, with approval of 13 above mentioned POHs is illegal and void 
ab-intio, as under Clause 21 (1) and (2) the exemption can only be given for Goods and 
related Services (Objects). 

2. MD should note that there is no provision of SPPRA Law of exemption from application of 
Sindh Public Procurement (Amended) Act 2013 for Works Contracts, and K-JV packages 
are all Works Contracts. 

3. This illegal exemption comes under SPPRA Rule 2 Corruption and corrupt practices. 
Rule 2, sub rule (q) (ii) "Collusive Practice" means any arrangement between two or more 
parties to the procurement process or contract execution, designed to achieve with or without 
the knowledge of the procuring agency to establish prices at artificial, noncompetitive 
levels for any wrongful gain; 

Transparency International Pakistan also warned vide para 6 of the letter dated 30.3.20 16, that "It is 
feared that this project may cost more than Rs. 35 biilion and FWO will use its connections to 
get extra cost from KWSB". 

Unfortunately no remedial action was taken by K WSB nor by the Chief Minister Sindh. 

It is reported today that Mr. Muhammad Ramzan A wan, Secretary Local Government, has informed 
press that FWO has informed that the Cost of K-lV will increased by 40% to Rs 34 billion, against 
the awarded cost ofRs 25.5 billion, approved in PC-I Annex-C. 

The explanation given to the press by Mr. Muhammad Ramzan Awan, Secretary Local Government 
and the Project Director has accepted that the cost of project was artificially kept lower, as ECNEV 
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would not have approved the PC-I. And that the single tender opened for the Mechanical works by 
FWO are costing Rs. 18 Billion. 

Moreover, on 2"d April, following news was published in which it was reported that the Director 
General ofthe Frontier Works Organization (FWO), Lt Gen Mohammad Afzal in a meeting with CM 
Sindh has committed to complete that Project in Rs. 25 Billion. Annex-O 

CM Shah said this while speaking to the director general of the Frontier Works Organisation 
(FWO), Lt Gen Mohammad Afzal, who called on him leading a delegation at CM House. 
Local Government Minister Jam Khan assisted the chief minister during the meeting. 

The FWO DG said work on Rs25 billion phase I of the K-JV project was in progress in which 
all possible effort had been made to complete it by the scheduled time. He said phase II of the 
project, which mainly featured mechanical and electrical works, would be begun later. 

Chief Minister Shah said the Sindh government had to release a total of Rs12.5bn- half of 
the total cost- against which Rs6bn had been allocated during the current fiscal year. He 
said the provincial government had released Rs3bn while the remaining funds were also 
being released on priority. 

TI Pakistan observation is that when the complete contract was awarded at Rs 25.5 billion to 
the FWO in February 2016, and contract agreement was signed in June 2016, there is no 
provision to cause loss to exchequer of over Rs. 9 billion by approving increase in the Contract 
Price of FWO of Project by 40%. 

Transparency International Pakistan is striving for across the board application of Rule of Law, which 
is the only way to stop corruption . 

. s ----
Regard~dr---

tr'£ ,,.__,.> . 

So hail 
~ 

Copies forwarded for the action under rules to immediate address this major illegal act granting 
exemption from SPPRA , in order to have good governance in Pakistan; 

I. Secretary to Prime Minister, PM House, Islamabad. 
2. Governor Sindh , Governor House, Karachi. 
3. ChiefMinister, Sindh, Karachi. 
4. Chief Justice, Sindh High Court, Karachi. 
5. DG, NAB, Karachi. 
6. Chief Secretary Sindh, Karachi. 
7. MD, SPPRA, Karachi. 
8. MD, PPRA, Islamabad. 
9. Registrar Supreme Court of Pakistan. 
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Managing Director, 
Karachi Water & Sewerage Board. 
Karachi. 

5-C. 2nc Floor, Khay2.ban-e-ltte.ac. Phdse \'II. 
Deience Ho~.;sing Authcr~ty, Ka-achi. 
Tel (92-21 )-35390408, 35390409, Fax: 35390410 
E-mail. ti.pn~iztan@gmail.com 
VVeosite: W\'"w'l.v.transp~arencJ·-org pk 

TL16/3003/l A 

Sub: Illegal Award of Unsolicited Contract ofRs. 25.5 Billion Karachi Water Supplv 
Project. knovvn as K-1 V, to the Frontier \\'orks Organization (FVv'O). 

Dear Sir, 

Transparency International Pakistan refers to the orders given by the Chief Minister on 23rd 

1vtarch1 2016 to award 'Unsolicited Contract ofRs 25.5 billion Karachi Water Supply Prnject, 
known as K-1 V, to the Frontier Works Organization (F\VO)', exempting application of 
SPPRA Rules in National Interest, under Section 21 (2) of Sindh Public Procurement Act 
2009 (Amended in 20 13). 

The observations of Transparency International Pakistan were sent to the CM and copied to 
you on 115.2.2016. ' 

The excuse taken by the CM to a\vard this contract through Direct Contracting is that he has 
declared Karachi Water Crises and Law and Order as Emergency. 

TI Pakistan observations; 

1. Section 21 (2) of Sindh Public Procurement Act 2009 (Amended in 2013) is 
applicable only for National Interest, and \\later Crises in Karachi is as bad as 
Electric Crises, which are due to in efticient measure by government. 

2. The Project is delayed due to KWSB's own inefficient working, as the Consultancy 
Contract was awarded over 1-114 years ago. 

3, Supreme Court of Pakistan has rejected the excuse of Electric Crises in RPP cases, 
and cancelled all RPP Contracts \'Vhich were awarded on Direct Contracting basis, and 
the Ministers and officers who committed the illegal act are now facing 12 references 
in NAB Court. 

4. The Act in many cases has been declared illegal by the Supreme Court of Pakistan 
viz. in CP 53 of2007 and CP 83 of2012 in case of Services Tribunal Act 1973. Even 
Sindh Emergency Procurement Act 2014, Sindh Act No II of2014, giving exemption 
from SPPRA for 1 year, has not been used as in APC Case Supreme Court had 
declared award ofunsolicited Contract as illegal. 

5. How can GoS and FWO make an agreement on fixed cost of Rs. 25 billion, based on 
PC-I prepared in 2012. There is no parallel example of such contract. 

6. It is feared that this project may cost more than Rs. 35 billion and FWO will use its 
connections to get extra cost fi·om K\VSB. 

7. FWO has no experience of ptmlping station, intake and cross drainage structures, etc. 
which will cost about 50% of the project, and are highly technical works. 

8. M/s FWO itself being a procuring agency, are bound to award sub-contracts under 
procedures defined in PPRA Ruley 

A NON-PARTISAN, NON-PROFIT COALITION AGAINST CORRUPTION 
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9. Th~ 50% fi.mds are provided by Federal Government, which are to be spem under 
PPRA Rules. 

I 0. Funds are also being provided to Green Line Metro by Federal Government. and all 
tendering in that project are also being awarded under PPRA. 

ln the Islamabad High Court's Judgment. Para 29, the <nvard of unsolicited contracts under 
Prime i\.1inister'.s directive. to another anned tc!fces contracting company National Logistic 
Cell worth over Rs. 5 Billion, which were declared illegal. 'Quoted below is lhe Para 29': 

29. in view r~fthe ahove discussion, Writ Pet ilion ?v'os.3387, 3724/2()1 2 wzd 
582/2013 are allowed. I declare rhm assigning (~{work to Respondem No. 5 i.e 
1'/LC is illegal, unconstitutional, besides the PPRA Ordinance 2002 and PPRA 
Rules 2004, dictums laid dm1'11 by the august Supreme Court, ojTensive ro the 
unil•ersally accepted prindple t~ffairness, honesty, transparency, openness and i.~ 
result of cofourable exercise r~{aurhority, irrelevant considerations. a naked 
corruption, polluted mannerism, offensive zo public ex-chequer and an 
il?(ringement to constitwiona!zy guaroweedfundamenta! rights. It is also dec!arl!d 
that assigning of work to NLC is glaring example (~{discrimination, favouritism, 
nepotism, ulrerior motives and srinking approach to advance personal agenda 

The assigning (~lwork to NLC is declared to be cancelled wilh the direC!ion 1hat 
NLC shall return all amounT received vide cheque Nos.B836966, B850167 and 
B853844for cxecurion ofthe projects wirhin one a·-eek ofrhe receipr of the order. 

The procuring agency i.e Pak PWD may iniliafe the procedure (!fresh srricrly in 
accordance with the PPRA Ordinance, 2002 and PPRA Rules, 2004 and hy 
folhnving the' dictums feTid down on the point of Public Procurement by the 
Han 'ble Supreme Courl of Pakistan and may complete its process wiJhin one 
monrh 

It is further directed that copies of tlris judgment be sent to Chairman NAB for 
initiating proceedings against all those persons invol~·ed in big scam, including 
tlte tften Prime Minister, his Principal Secretary, Secretary Ministry of Housing 
& 1f/orlis ami all the official of Pak PWD w!to abetted, aided and executed the 
illegal orders issued on behalf of the tlren Prime 111inister am/ officials of NLC, 
who remairred involved in ob!lrining (lssigning of work of development projects. 

ln another famous RPP case in HRC 7734-G/09 on 30 March 2012, the Supreme Court of 
Pakistan declared all RPP unsolicited Contracts as ilk·gal and void, and NAB was directed to 
tile references against all responsible. 

On the submission of Shahid Hamid that RPP to :...f!s Walters PO\:ver was awarded under 
Direct Procurement. Ruk 42 (c) (v) in case of an emergency, the SC Judgment at S. No. 34 & 
35, has declared that Ruie 42 (c) is not applicable in RPP Contracts awarded in 2006 and 
2009 and this Judgment has upheld perpetuity of PPR/\ Ordinance 2002 and PPRA 2004. 

35. A perusal oft he above rule suggests that the provision for direct procurement 
withoutfh!lowing procedure offcn'r competition was not applicable in the case C!l 
zmsoUcited proposal.for RPPs. i: 

r 
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The Supreme Court in the same Judgement has also stated that; 

Sz.{fjice it to say. thut since the ECC enjoys Consrirurional status, one olitsjimcrions is 
to revieH'from time to time the energy requirements, irs e_fjects and producrion 
and investmenT. !L1·sential!v. ECC is hound to acr in accordance v;iih the law o{"£he - . 
land and the Rules. Thus, in presence ofPEPRA Rules, it H'as incumbent upon the 
.Minister and the Secretwy, Wafer and Pmver as well as otherfimctionaries not to 
hm•e put up such a case before the ECC in violation of the PEPRA rules. In the 
summary dated 17.3.2009, it has not been mentioned that withoul(o!lowing PEP RA 
rules·, unsolicited pn~jects cumwr be allmFed 

The Managing Director is requested to read and act on tbe Islamabad High Cowi and 
Supreme Court of Pakistan Judgments, due to \vhich rwo ex PMs. and three Ex J\'finisters are 
facing NAB References for committing Conuption charges under NAO 1999, Article 9. 

Transpan;ncy International Pakistan is striving for across the board application of Rule of 
LaYv, which is the only way to stop corruption. 

Copies fonvarded for the action under rules to immediate address this major act of contempt 
of court, in order to have good governance in Pakistan; 

l. Chief Justic.e, Sindh High Comt, Karachi 
2. DG, NAB, Karachi. 
3. Chief Secretary Sindh, Karachi. 
4. MD, SPPRA, Karachi. 
5. MD, PPRA, Islamabad. 
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Managing Director. 
Karachi Water & Sewerage Board. 
Karachi. 

5-C, 2nd Floor. Khayaba~He-lttehad, Phase VI:. 
Def(•nce Hous'ng A,JIIJOr ty. Kar;;ch 
iel (~2-21.'·'35390401l. :35390409. FilX: 35390·110 
E·mal!: tLpoi<:i5tan@gma·l.corn 
Website: www.trans;:.aren:::y.ocg.pk 

Tf.16/l705/!A 

Sub: llle!!al Award Ml]nsolif.~ted Contract a~::linst SPPRr\ Act. Rs. 25.5 Billion Karachi 
Water Supplv Project. knmv·n as K-JV. io the Frontier Works On2~mization !TWO). 

FWO admission 12.12.2015 rhat unsolictNI contract can not awarded in PPHA Rules 

Dear Sir, 

Transparency international .Pakisto.n rd:.:.rs to the letter sent to JvfD on the above quoted subject 
vide No. TLJ6/3(J03/l A dated 30 tv!arch 2016, on the Illegal Amu·d of Unsolicited Contract 
ngainst SPPRA Act, and TLl6/3103/IA dated 31.3.2016 on the Rs. 25.5 Billion Karachi 
\Vater Supply Project, K-l V, to the Fronrier Works Organizmion (FWO). 

This is to inform the Iv1anaging Director KWSB that in a recent corruption complaint lin a 
Motorway J?rojcct on the allegation oCnot awarding contrcat to fWO·by collision in 
the Aw·ard of Karachi Lahore !'v!otorway Pro.kct to l\Vs China Ruilway 20 Burcuu and ZKB of 
Pakistan at a cost ofRsl4l:l.654bn causing. loss of Rs 14 Billion, FWO has issued a press release 
on 12.12.2015. in which FWO itself has admitted that its unsolicted proposal (Tender) 

could not be <.~ntC'rtain<~d by NHA due to PPR.\. Hules. (Annex-A) 

Rawalpindi December 12:- The official of Frontier ll\lorks Organization (FWO) 
has clalified a news item published in some section of the press on 12 Dec 2015, 
regarding the NHA has awarded a contract of Rs 148 Billion to a Pakistan -
China Joint Venture Firm for bu/Jding a 230 Km section of the Karachi- Lahore 
Motonvay amid allegations of irregularities. FWO is annoyed after its bid was 
rejected despite submitting what it claims the lowest bid of Rs 134 Billion. 

The FWO officials in a press release said, "It is clarified that FWO does not have 
any reservation on tendering process of NHA because FWO did not participate in 
the bidding process due to none fulfilling the pre-requisJles. However after the 
opening of bid, FWO offered unsolicited proposal which NHA could not entertain 
due to PAPRA rules and procedures. 
Col Zafar Iqbal 
Manager Media (FWO) 
Mob:OJ00-5803117 

http:l/wvvw.fv..ro.com.pk/news-info/latest-news/416-press-release-fwo-clarification-motorNay­
project 

A NON-PARTlSAN. NON-PROFIT COALITION AGAINST r:nRRIJPTin~ 
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Tiw Managing Director is requested 1o act in acconbnce vr·ith the provisions of the Sinclh 
Public Procurcmem ( Amended) Act 2013 and SPPRA Rules 2010, and also keep in record the 
f\VO admission that unsolicited contracts can not be awarded under 1)PRA Rules, and mvitc 
open tenders of K-1\' Project~;. rn order to :woid alkg£ltions of rnis procurement and iilkg<ttion 
of Com1ption <md corrupt practices against t!Je 13 publi;.; ofl'ic0 holders who <lpprowd the 
illcg<d exemption in the mceting held on 11.2.20 16. 

Transparency Intemational Pi! kist an is striving D)r across the board r1pplication of Rule of Law, 
which is the only way fr) stop corruption. 

Copies fonvanled for the ;Jctiun under ruks to immecliate address this major illegal act granting 
exemption fj·om SPPRA, in orckrto have good govcmance in ]Jakistan; 

1. Secretary to Prime ivlinister. Plvf House, Islamabad, 
2. Govemor Sindh , Govemor House, Karachi, 
3. Chief Justice, Sindh High Coun, Karachi 
4. DG, NAB, Karachi, 
5. Chief Secretary Sindh, Karachi. 
6. !viinister of Finance, Karachi 
7. Minister of Information, Karachi, 
8. Secretary Finance, Karachi, 
9. Secretary, LD Deptt, Karachi, 
10. Syed Asif Haider Shah, Commissioner Karachi, 
11. ChiefPP&H P&D Deptt, Karachi 
12. MD,SPPRA Karachi. 
13. MD, PPRA, Islamabad. 
14. Registrar Supreme Comt of Pakistan 



I PRESS RE.LEASE F\VO Clanlication l\loHwway Pnlj:.:::l 

Rawnlpindi December 12:- The onicial of Frontier \\\1rks Organizatiun IF 1k0J has ;;l,tn:iL\! ., 
nc\vs it~:m published in sorne section of the press on J::! Dec 2015. regun.lin:; th.: :\11.\ )J,:c, 

uwunJed a contract ofRs 148 Billion to a Pakistan· China Joint Venture hrm for bu:lJ:ng ~' ~;n 

Km section or the Karachi • Lahore Motorway l.Unid alk~Lttions (>f \rrcgui,lritic,, l \\ (! i' 

anrH•ycd alier its bid \\''LS reiected de~pitt:' submitting what it claims :he l>.i\\t:Sl •1JJ '·'' )(, 1 :.: 
Bit! ion. 

The FWO officials in a press rdeasc said, "lt i~ dariii~,;~d tha: FWO c:ocs nut h.1' e '!11\ 

reservation on tendering pro.:.~css ofNHA because FWO did not purticipmc in the bidding pn>,:t.··,; 
due to none fuifilling the prc-r~quisir-.::s. However nfta the openin~ uf "'id. FWU ,,fl<:reJ 

unsolicited proposal which NHi\ could not entcnain dLlC 1,, P.'\1)1{;\ nde:- :md l'l'<'u:<:hiit'\ 

Col Z:1far lqbl 
Managp tvleJid 1 FWO) 
1'vlob:0300-5:-l03J l 7 
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Annex-D 
DAWN 

I 

Murad urges Centre to help in timely completion of K-IV 
project 
APR 02,2017 09:57AJVI 

KARACHI: Sindh Chief Minister Murad Ali Shah urged the federal government on 
Saturday to allocate its complete share for the K-IV project in the next budget to enable 
its completion within a year. 

Mr Shah said the project was meant to be completed by the end of Feb 2018, which was why 
the provision ofthe federal government's component was vital. 

CM Shah said this while speaking to the director general of the Frontier Works Organisation 
(FWO), Lt Gen Mohammad Afzal, who called on him leading a delegation at CM House. 
Local Government Minister Jam Khan assisted the chief minister during the meeting. 

The FWO DG said work on Rs25 billion phase I of the K-IV project was in progress in which 
all possible effort had been made to complete it by the scheduled time. He said phase II of the 
project, which mainly featured mechanical and electrical works, would be begun later. 

ChiefMinister Shah said the Sindh government had to release a total ofRsl2.5bn- half of 
the total cost- against which Rs6bn had been allocated during the current fiscal year. He 
said the provincial government had released Rs3bn while the remaining funds were also 
being released on priority. 

Murad Ali Shah said his government would allocate the remaining Rs6.5bn of its share in the 
next fiscal, thus, it would be releasing what it was meant to invest for the project, which was 
vitally important for the increasing water needs of the growing population in the metropolis. 

In the meantime, Mr Shah urged the federal government to replicate what the Sindh 
government had planned for the next financial year and allocate the remaining funds for the 
project as Islamabad should do according to the agreed financial planning for the scheme. 

The meeting was told that at present the federal government had allocated Rs Ibn for the 
current financial year against which it had released only Rs400 million. 

CM Shah also reviewed progress on the Karachi-Thatta dual carriageway on which he was 
informed that work was in progress as per schedule. 

He appreciated the pace of work and urged the local government minister to sign an 
agreement with the FWO for K-IV phase II so that mechanical and electrical works, which 
included installation of pumping stations, could begin in August. 

"I want to see this project completed by Feb 2018 as it is extremely important for Karachi," 
said the chief minister. 
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