Plot 72-F/2, 1st Floor, 9th Street, Jami Commercial,
Phase VII, Defence Housing Authority, Karachi
. T R A N S P A R E N c Y Phone: +92-21-35390408, 35311898
+92-21-35390410

INTERNATIONAL - PAKISTAN Sy Do

Website: www.transparency.org.pk

23rd August 2021 i TL21/0823/1A

Muhammad Azam Khan,
Principal Secretary to the Prime Minister of Pakistan,
Prime Minister House,
tslamabad.
For Attention of Prime Minister

Subject; Allegations of $753.7 million loss during the execution of the project by Chairman
WAPDA in T4HPP-Tarbela Dam Project.

Complaint against the Secretary MOWR’s _incorrect Response received from PM’s Portal
by email on 17 August 2021, stating that the PM agreed with Minister’s recommendation
that report is thereby recommended to be closed.”

Dear Sir,

Transparency International Pakistan on 17th August 2021 has received email from Pakistan Citizen
Portal support.pmdu@pmo.gov.pk, Annex-A, informing that Secretary, Water Resources has
closed your complaint (quoted below), on TI Pakistan letter no. TL21/0714/1A dated 14.7.2021,
Annex-B. sentto the Prime Minister, stating that Tl Pakistan do not agree with MOWR stand,
that the Prime Minster ordered the inquiry to be to be closed on 8.5.2019.

Quote
“Following Officer (Secretary Water Resources) closed your complaint code (1S140721-
88719364) with following status (Relief Granted). Please see the remarks.”

Unquote .
At the outset, this is to state that the complaint of Tl Pakistan dated 14.7.2021 was on the
contradictory actions/clarifications taken by MoWR after 22.2.2019, on the Investigation Report of
22.2.2019, given in different letters quoted in para 7 below, by Secretary and other officers of
Ministry of Water Resources, and now Secretary of MOWR has stated that on 8.5.2019 Prime
Minister ordered the inquiry to be closed (which statement as can be seen is incorrect as per
dociiments submitted in this letter Annex-C).

As the issue involves the oftscers of MOW R themselves, the Secretary of Water cannot be
judge in his own cause, as it is against the principle of natural justice that no person can judge a
case in which they have an interest.

Following issues related to Investigation Report dated 22.2.2019 needs to be probed by the Prime
Minister’s office.

1. On 5.9.2018 the News International published report that Premature Tarbela-1V launch has cost
Rs25 bn. However, the Ministry of Water Resources is now considering to constitute an
investigation committee to ascertain responsibility, a spokesman told The News. According to the
sources, the Ministry of Water Resources was kept in the dark by WAPDA and the Ministry had
reacted belatedly to media reports. The news report said that the Ministry had sought an
explanation from WAPDA on August 29, 2018, and found its response, received on Monday, 3™
September 2018, to be unsatisfactory. Immediately after, the Ministry again wrote to WAPDA in
an attempt to get to the bottom of the issue.

A NON-PARTISAN, NON-PROFIT COALITION AGAINST CORRUPTION
Donations exempted from tax U/S 2 (36) (c) of I. Tax Ordinance 2001
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2. Office of the Prime Minister vide letter No. 3493/M/SPM/18 dated 5th & 6th' Sepluinber 2018
conveyed that the Prime Minister appointed a 6 member Investigation Committee headed by
Secretary, Water Resources and including Secretary Planning, Development & Reforms,
Additional Director General (FIA), representative of Pakistan Engineering Council, represéntative
of NESPAK, and Joint Secretary MOWR as its members, with the following TORs.

a). To examine whether the project was inaugurated in time or before the completion of all
formalities. .

b). To assess whether any loss to national exchequer occurred due to the inauguration of the project
before time. '

¢) To identity those responsible for making the decision of inauguration before completion of all
formatities if a loss to the national exchequer occurred, and

d) 7o fix responsibilities and propose action.

3. The Investigaiion Commiiies conducted the investigatior under the Prime Misters Orders and
completed the Investigation Report on 22.2.2019 and gave the following findings on the 4 TORs.

a) IC Para 7.14. “In the circumstances discussed above, the IC is of the opinion that the project
was inaugurated before the completion of all formalities™.

b) IC Para 7.16 (xviii). “All the members of the IC have unanimously determined that the sum
total of loss occurred during the execution of this project on the above referred count comes to
US$753.7 million ($350 million estimated and projected by Wapda for the years 2017 & 2018, $48
million paid to the civil contractor on account of acceleration under the VO-02 R2 and $5.7 million
under CO-10). Besides, another loss of Rs70 million incurred by Wapda to lift the gates of draft
tubes stuck in the mud after the refusal of the civil contractor”.

c¢) IC Para 7.18. “Notwithstanding the above, it is also determined from the statemenrts of M(P),
Adviser Projects WAPDA, CE (O&M) and the PD T4HPP, that the date of inauguration was
made without their consultation and also not at the Authority ‘evel of WAPDA, rather it wes done
at the level of Chairman WAPDA”.

d) IC Para 7.2 the IC proposes following action in this regards.

i) Necessary directions may be issued to the Auditor General of Pakistan for holding a
cemprehensive performance audit of T$ HP within 60 days for determination of the following,
among others, to carry out:

a) An overall performance audit of the project. _

b) Specific to the matters spelled out and losses worked out vide para 7.16 above

c) By fixing responsibility and apportioning the corresponding ioss caused by the respective
individual/entities.

d) Any other matter relating to or/and ancillary to the above.

i1) In the light of the report of the performance audit, the decision for any criminal inquiry into the
matter by FIA or NAB may be decided.

[1T) Forensic audit of the T4AHP project by an independant third party of international repute having
no financial interest involved with WAPDA.

4. Secretary, MOWR, who was also the Chairman of the IC and five members of the Committee
finalized and signed the 1C Report on 22.2.2019 and the Chairman sent the report to PSPM on
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same day 22.2.2019, except the 6th member, as Mr. Shaikh Altaf Hussain Rep of NESPAK, who
was in Lahore . IC Para 2.09 quoted. “Besides above, due to indisposition of one IC Member
Shaikh Altaf Hussain (SAH) and his inability to travel from Lahore to Islamabad and join
the proceedings of the IC regarding final drafting and compilation of IC Report, the
remaining five members continued deliberations, consultation and onerous task to come up
with the consensus from 18" to 21* February 2019, often from evening till 2.00 am next day
and until 6.00 am on occasions”.

5. However, Mr. Shaikh Altaf Hussain sent an email to Chairman IC2 e 22.2.2019, stating that he
does not agree with the IC Report. Mr. Shamail Ahmed Khawaja, who was retiring on Friday ZZna
February 2019, as per requirement of the TOR and procedures, sent the Investigation Report with
email of dissenting note of 6th IC Member, through two officers of MOWR and delivered the
report the same day to the PSPM Office by 4.45.pm. We would like point out that similar
procedure was used for the Sugar Inquiry Commission Report submitted on (9.3.2020 to the Prime
Minister by Chairman of the Inquiry Commission DG FIA Mr. Wajid Zia, and not by the Ministry
of Interior nor any recommendations to PM were made by the Minister of Interior. Annex-D.

5. As Saturday 23rd and Sunday 24th February, 2019 were holidays, and MOWR was without any
Sectetary, who had already retired, however, the IC Report had already been sent on 22" February
2019 to PSPN: by Chairman IC, whe authorized any officer o MG:VR to send to ?SPM on
Sunday 24th Fetruary 2019, the IC Report, which was signed by the 6th Member on 23rd
February 2019, one day aiter the report was submitted.

o. The Minister of Water Resources, on receipt of IC Report on 24th Feb 2019, wrote a one page
noie to PSPM, along with a 10 page evaluation brief given by MOWR. In our view, the Minister
should have taken the brief from the 6-member IC Committee, who by a majority decision had
given detailed reports on the 4 TORs.

7. The Minister letter to PSPMs did rot recommend to close the Investigation Report, as stated by
Secretary, MOWR in their response on 17 August 2021. The following contradictory statements
prove that no such recommendations were given by the Minister, nor accepted by the PM.

In the MOWR lettrer of 10 March 2020, different clarifications on PM’s letter were given to
Secretary Planning & Development. It was stated that “The Honorable PM, wi:ile considering the
IC Report of T4 HPP agreed with the conclusions of the Federal Minister and returned the 1C
report in original vide PM Office letter No. 2(2)/DS(DS(Ext-1)/20119 dated08-05-2019 (cpy
attached) without directing to take any further action; thus implying closure of the Inquiry.”

On 8 July 2021 MOWR took a different stand, saying that it is important to highlight that the
Investigation Committee was constituted on Prime Minister's orders, who instead of approving the
Committee’s above mentioned recommendations returned the report in original, on 8th May, 2019,
without any directions, which implied closure of the case. Initiating any further action on
recommendations was thus beyond this Ministry’s mandate.”

8. The IC Report dated 22.2.2021, was prepared and signed by the highest serving officers, Mr.
Shamail Ahmed Khawaja (BP 22), Secretary, Water Resources, Mr. Zafar Hasan (BPS 22),
Secretary P&D), (now Secretary Communication), Chairman of ine highest regulator of
engineering, PEC, Mr. Jawa:d Salim Qureshi, Mr. Basharat ™. Shahzad (EFS 21), Additional
Director General 1A, Syzd M Mehar Ali Shah JS MOW®? and Mr. Shaikh Altaf Hussain of
NESPAK, cannot be overruled by one person, may he be a minister.
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Prime Minister of Pakistan is requested to examine the TI Pakistan comments and opinion on the
MOWR letter, IC Report dated 22.2.2019, MOWR letter on Feb and March 2022, and the MOWR
stand. that the Prime Minster ordered the inquiry to be to be closed on 8.5.2019. A detailed action
may be taken to find why MOWR has blamed the PM for ordering to close the inquiry.

Transparency Iniernational i‘akistan is striving for-across the board application of Rule of Law,
which is the only way to stop corruption, and achieve Zero tolerance against Corruption,

With Regards,
With Regards,

Ms. Yasmeen Lari Justice (R) Nasita Igbal,

Sitara-e-Imtiaz, Hilal-i-Imtiaz Sitara-e-Imtiaz
Chairperson Vice-Chairperson
Transparency International Pakistan Transparency International Pakistan

Encl: Annex-A,B.C &D.
Copies forwarded for the information with request to take action under their mardate,

Chairman, Public Accounts Committee, NA, Islamabad.
Chairman, National Accountability Bureau (NAB), Islamabad
Secretary, MOWR, Islamabad, '

Auditor General Pakistan, Islamabad

Registrar, Supreme Court of Pakistan

g 9 R e

Note: The information is being requested by TI Pakistan under Article 19-A of the Constitution
of the Islamic Republic of Pakistan 1973, which empowers the civil society to seek information
and hold accountable public institutions.

Refer to the Lahore High Court Order by Jus. Syed Mansoor Ali Shah in Attaullah-Khan Malik vs
The Federation of Pakistan (2010 PLD Lahore 605) in whick the following observation is given;
“Right to information:is another corrective tool, which allows public access to the working and
decision making of the public authorities. It opens the working of public administration to public
scrutiny. This necessitates transparent and structuired exercise of discretion by the public
functionaries. Article 19A empowers the civil society of this country to seek information from
public institutions and hold them answerable. Article 19A, therefore, enthuses fresh life into Public
Interest Litigation.”




Annex-A
Gmail Sayyed Gillani <gilaniadil@ gmail oo

Your Citizen Portal Complaint is Resolved | = ¢S5 Ja culsd S S0 (0w S

Pakistan Citizen Portal <support.pmdu@pmo.gov.pk> 17 August 2021 at 12:48
To: ti.pakistan@gmail.com

Respected Citizen! / s psisa

Following Officer (Secretary Water Resources) closed your complaint code (1S140721-88719364)
with following status (Relief Granted). Please see the remarks.

Officer Remarks:

Dear Sir, the response to your questions is given below. 1- The Prime Minister returned the
Investigation Committee’s Report, vide U.O. dated 25-02-2019, duly agreeing to the Minister for
Water Resources’ conclusions. The Minister for Water Resources, while submitting the
Investigation Committee’s Report to the Prime Minister’s Office, explicitly recommended as under:
“The Report having addressed the basic TOR of determining the fact that there is no linkage of
Inauguration with suspension of generation, is thereby recommended to be closed.” Therefore, no
further action was warranted on Ministry of Water Resources’ part. 2- Same as above. 3- ECNEC,
while approving PC-I of the Project, directed on the recommendations of the CDWP, that the
Ministry of Water Resources would carry out a comprehensive Performance Audit of the Project, as
recommended by the Investigation Committee. To this, Ministry of Water Resources took the
stance that the Performance Audit should be delinked with the approval of the Project. This is a
separate matter and the Ministry never requested ECNEC to close the enquiry as the same was
already closed by the Prime Minister’s Office. However, the ECNEC’s directions stand complied
with as the Ministry, vide letter dated 12-02-2020, shared the Performance Audit Report conducted

by the Auditor General for Pakistan with the Ministry of Planning, Development & Special
Initiatives. Thank you.

Email: support.pmdu@pmo.gov.pk
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Plot 72-F/2, 1st Floor, 9th Street, Jami Commercial,

. T R A N s P A R E N C Y Phase VII, Defence Housing Authority, Karachi

Phone: +92-21-35390408, 35311898

INTERNATIONAL - PAKISTAN D I

Website: www.transparency.org.pk

14™ July 2021 ‘ TL21/0714/1A

Muhammad Azam Khan,
Principal Secretary to the Prime Minister of Pakistan,
Prime Minister House,
Islamabad.
For Attention of Prime Minister

Subject: Allegations total loss of $753.7 million (around Rs100 billion) caused to exchequer
during the execution of the project by Chairman WAPDA in Tunnel-4 of Tarbela Dam Project.

Dear Sir,

Transparency International Pakistan has received letter No 2/2/2017-HP, dated 8 July 2021, from JS
MOWR, as a response to TI Pakistan letter dated 24.6.2021. Annex-A.

TI Pakistan would like to state at the outset that we reject MOWR assertion that the Prime
Minster ordered the inquiry to be closed on 8.5.2019, which is clearly an attempt to divert the
blame from themselves.

The following are seriatim TI Pakistan comments on the clarifications submitted by MOWR:

MOWR Para 2: “An Investigation Committee was constituted on

5th September 2018, under Prime Minister’s orders, headed by the Secretary Water Resources
and including Secretary Planning, Development & Reforms, Additional Director General (FIA),
representative of Pakistan Engineering Council, representative of NESPAK, and Joint Secretary
MOWR as its members, to inquire into the matter of premature inauguration. The Committee in its
report dated 22nd February 2019, unequivocally established that the inauguration of the Project
was carried out having fulfilled all contractual formalities. The question of premature inauguration
therefore, does not arise’.

TIP Comment: MOWR statement is incorrect that “the Committee in its report dated 22™ February
2019, unequivocally established that the inauguration of the Project was carried out having fulfilled
all contractual formalities™ According to report of Ansar Abbasi published in daily News, dated 2
March, 2019 , “The IC (6 member) also determined that the availability of water quality suitable for

operating the units as being the foremost pre-requisite was not available, hence the operation of

units in absence of favourable environment was a premature action decided by Wapda, consultants
and contractors.” Annex-B.

This is substantiated by Para 7.14 of IC Report, which also states that “In the circumstances

discussed above, the IC is of the oninion that the Project was inaugurated before the completion of
all formalities.”

MOWR Para 5: It is important to highlight that the Investigation Committee was

constituted on Prime Minister's orders, who instead of approving the Committee’s above mentioned
recommendations returned the report in original, on 8th May, 2019, without any directions, which
implied closure of the Case. Initiating any further action on recommendations was thus

beyond this Ministry’s mandate.

TIP Comments: MOWR statement “which implied closure of the Case” is erroneous.

A NON-PARTISAN, NON-PROFIT COALITION AGAINST CORRUPTION
Donations exempted from tax U/S 2 (36) (c) of |. Tax Ordinance 2001
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According to Ansar Abbasi report published in daily News, dated 2 March, 2019 the IC Report
states “The Investigation Committee (IC), constituted by the prime minister on losses incurred
because of pre-mature inauguration of Tunnel-4 of Tarbela Dam, unanimously determined that
the total loss occurred during the execution of the project comes to $753.7 million (around Rs100

billion). Annex-B

The PSPM letter dated 8" May 2019 addressed to Secretary MOWR, refers to the Investigation
Committee Report for T-4 HPP, and also to the Federal Minister for Water Resource’s D.O. letter of
even number dated 25.02.2019. Annex-C

The PM letter states “While considering the Investigation Committee’s Report for T-4 HPP, the Prime
Minister is pleased to agree with the conclusion of the Minister for Water Resource. Accordingly the
Investigation Committee’s Report is returned in Original.”

However, it is clear in the DO letter dated 24 Feb 2019 by Mr. Faisal Vawda, Minister of MOWR,
written within 2 days of the receipt of IC Report (dated 22 Feb 2019), that the minister did not present
the true findings of IC for consideration of the Prime Minister. The findings of IC are as follows:

1) Both, 6 members Investigation Committee (IC) and 7 Member Technical Investigation
Committee TIC determined in the Investigation Report that as per Para 7.14 the Project was
inaugurated before the completion of all formalities; and,

2) IC Report Para 7.18 states “The date of operation of Unit 17 stands established to be fixed
through consultative process of parties to the Contract vis. The Employer (WAPDA), the Consultants
( T4CJV) and the Contractors (Civil and EM Contractors). The unit 17 was subsequently inaugurated
on 10/03/2018. Notwithstanding the above, it is also determined from the statements of Member
(Power, Adviser Project WAPDA, C.E. (O&M) and PD T4HPP that the date of inauguration was
made without their consultation and also not at the Authority level of WAPDA, rather it was done
at the level of Chairman WAPDA. and,

3) 1C Report Para 6.07(h) states: “As mentioned above, without paying any head to such
unequivocal advices by IPOE ( Independent Panel of Experts) and the Bank, there seems no other
motivation except any extraneous influence to bring the units in a position where it can be declared
the Wet Commissioning has been completed, hence the Units are now in Commercial Operations-
at such a time when it was injurious to release the water into the turbines when the water was
carrying heavy loads of sediments owed to successive decline of reservoir level at a faster pace due to
release of stored water for Rabi crops, and the reservoir level being at the Dead Storage level.”

MOWR IC Report Para 7 states regarding age limit of Chairman WAPDA:

Regarding upper age limit for Chairman WAPDA, it is pointed out that neither WAPDA Act, 1958
and the regulations made thereunder nor decisions of the Apex Court put any such bar on the
appointment in the public sector organizations. '

TIP Comments: The statement is incorrect. According to Government of Pakistan Cabinet
Division Notification No 6/12/2007/RA-1 dated 6/12/2007, sent to all Secretaries, “The
Chairman/Chief Executive shall unless he resigns from the office, hold office for a period of 3 years
and shall be eligible for re-appointment for such term or terms as the Federal Government may
determine, provided that the Chairman shall cease to hold office on attaining the age of sixty five
years or expiry of the term, which ever is earlier. The subject of this notification is “terms of
appointment and age limit of Chairmen and Members of government Regularity Authority,
Corporation, Autonomous Bodies, Commissions etc. WAPDA is an Authority, Water & Power
Development Authority, and this notification is also applicable on Chairman and Members

of WAPDA. Annex-D.




T1 Pakistan Opinion.

1. The Prime Minster never ordered to close the Investigation.

2. The PSPM letter states that the Prime Minister is pleased to agree with the conclusion of
the Minister for Water Resource. However, Minister Vawda’s DO letter did not
recommend the closure of the investigation, and as such the findings of the IC report
should have been implemented by MOWR.

3. If the Prime Minister had ordered to close the enquiry, the subsequent action of MOWR
after nine months (Feb 2021 and March 2021) are questionable, which pertains to the
withdrawal of the IC Report from DG Audit and for ECNEC to close the enquiry. Annex-
E &F.

4. It is pertinent to note that the IC Report dated 22.2.2021, was prepared and signed by the
highest serving officers, Mr. Shamail Ahmed Khawaja ( BP 22), Secretary, Water
Resources, Mr. Zatar Hasan ( BPS 22), Secretary P&D, ( now Secretary Communication),
Chairman of the highest regulator of engineering, PEC, Mr. Jawaid Salim Qureshi, Mr.
Basharat M. Shahzad ( BPS 21), Add. Director General FIA, Syed M Mehar Ali Shah IS
MOWR and Mr. Shaikh Altaf Hussain of NESPAK, which hcan not be overruled by one
person, even though he may hold the high office of a federal minister.

5. After signing each page of over to page Investigation Report. Mr. Shaikh Altaf Hussain
of NESPAK wrote a 3 page note of dissent, in which besides other objections, he stated
that Syed M Mehar Ali Shah JS MOWR and Mr. Shaikh Altaf Hussain of NESPAK both
disagreed with Para 7.03 of IC report.

6. Both Syed M Mehar Ali Shah JS MOWR (posted in MOWR on deputation from
NESPAK since last several years) and Mr. Shaikh Altaf Hussain, Syed M Mehar Ali
Shah JS MOWR and Mr. Shaikh Altaf Hussain are employees of NESPAK, which
in 2018 was in process for bidding for the Consultancy Contracts of WAPDA, for
Mohmand Dam and Bhasha Dam. Annex-G

Prime Minister of Pakistan is requested to examine TI Pakistan comments and opinion.

Transparency International Pakistan is striving for across the board application of Rule of Law, which
is the only way to stop corruption, and achieve against Zero tolerance against Corruption,

With Regards,
Z / a~ ,
Atmat~ ~L Alaoto =
Ms. Yasmeen Lari Justice (R) Nasira Igbal,
Sitara-e-Imtiaz, Hilal-i-Imtiaz Sitara-e-Imtiaz
Chairperson Vice-Chairperson
Transparency International Pakistan Transparency International Pakistan

Copies forwarded for the information with request to take action under their mandate,

1. Chairman, National Accountability Bureau (NAB), Islamabad
Secretary, MOWR, Islamabad, This also refers to MOWR letter letter No.
2(11)/2017-Admn dated July 7o S

3. Auditor General Pakistan, [slamabad

1. Registrar, Supreme Court of Pakistan

Continuation Sheet No..........



Annex-C

Investigation Report
on
Tarbela 4" Extension Hydropower Project

By
Investigation Committee Constituted by
Prime Minister of Pakistan

Dated 22" February, 2019
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No. 2(91)/2018-AC
Government of Pakistan
Ministry of Water Resources

dhkdd
Islamabad, March 10, 2020
The Secretary ) -
Planning, Development and Special Initiative Division
Islamabad

Subjeet: Minutes of CDWP MeEli_I]IE Held on 18-11-2019 in regard to

I am directed to refer to Para 10 (i) of the subject minutes which
stipulates, inter alia, “conduct of performance audit by the Auditor General of
Pakistan in the light of findings of the Inquiry Commitiee constituted by the Prime
Minster of Pakistan™. Following submissions are made for the consideration of the
ECNEC before the decision of the ECNEC is implemented based on

recommendation of the CDWP:-

a. An mquu? was ordered on the directions of the PM be whether
Tarbela 4™ Extension Hydropower Project (T4 HPP) was inaugurated
prematurely prior to the completion of all formalities, or otherwise.

b.—  The Investigation Commitice (IC), while addressing the fundamental
TORs, concluded that the inauguration of the project was carried out
having fulfilled all contractual and technical formalities.

The Federal Minister for Water Resources, after going through the IC
report and technical evaluation brief by the Ministry, submitted the

same to the Prime Minister (PM) office along with a D.O, letter.

addresscd to the PM (copy attached).

d. The Honorable PM, while considering the IC report of T4 HPP,
agreed with the conclusions of the Federal Minister and returned the
IC report in original vide PM Office letter No. 2(2)/DS(Ext-)/2019
dated 08-05-2019 (copy attached) without directing to take any
further action; thus implying closure of the Inquiry.

2. The facts narrated above amply endorse that the Inquiry has been
reviewed and duly rcrumed by the lughest authonty The IC report stands settled

“and its rccommcndatmns cannot be 1mplementcd pleca meal. Ordering of a

perfonnancc audit by CDWP bccause it is one of the re rccommendatlons of the IC
report and Imkmg the approval of PC-I of T4 HPP ‘with ‘Performance audit in the
l:ght of {' udmgs of T4 HPP' isxnot in sync W|th the directive issued by the pM

Office rather contradicts its essence

o
d




3 Perusal of the TORs o :
Committee had a limited mandate 1o Iin]t:l?nt:{;mlﬁ’:r :OUI(: r:" :al 1}’_‘“ "
did not critic‘fally look into the entire gamut of the scope of WP;T( Uf :h iy
procurement, confract management, design, financial physical imul o
above all the overall performance in terms of cost: e

Project i.e.
ntation and

benefit of the Project on it
completi i i i i
ompletion which are otherwise the aspects to be considered by the relevant fora

mandated to approve the PC-I of the given project. Therefore, the Report would

nnf scrvc as a reference for the performance audit; rather would vitiate the very
objective of the independent and unbiased audit activity.

4. Apropos, following is suggested as a way forward to address the
matter:-

a.  Performance Audit may be carried out as directed by the CDWP, al» 3
however; the same may be carried out independently, without linking e
it with the findings of the IC report which neither fulfill the objective
of third party evaluation nor conduct of performance audit of the
Project.

b. The approval of PC-1 may be delinked with the Performance Audit
being two separate matters.

c. The above submission may be made part of the position paper of the
Project T4 HPP and may be placed before the ECNEC in its next

meeting schedule for 16" of March, 2020 tentatively.

5. Further necessary action as requested above may accordingly be
taken as the approval of the T4 HPP is pending despite recommendation of the
CDWP. = -
=
(Fariha)
Section Officer (Water)
Copy to:

Director General (Audit) WR Lahore with the request to return the
copy of the Inquiry Report alon with its enclosures sent vide this office
Jetter No. 3(1)/2019-B&F-Pt-1 dated 10" February, 2020 till the matter is
finally decided by the ECNEC in the light of above stated position of the
Ministry of Water Resources, The letter under reference is also hereby

cancelled. /
(Fafiha)
Section Officer (Water) .
CcC:

1. Deputy Chairman, Planning Commission, Islamabad.
2. Chairman WAPDA, WAPDA House Lahore.
3. Joint Secretary (Cabinet Committees) Cabinet Division Islamabad.




A , _ . BY.UMS
v T IMMEDIATE/DAC

Govornment of Pakistan
Ministry of' Water Resources
G-Allaturk Avenue, G-5/1, ,

F Nu/ii (1)!2019-13&1-21‘*[.1 Islamabad, the 10th February 2020

\Aﬂwlor Geoneral (Audit) WR,

Lahore

Subject; FORWARDIG / VETTING OF UIRY _REPORT REG 4"
EXTENTION TARBELA, WAPDA-DECISION OF CDWP IELD ON 18 11 19

['am dirvected to refer your olT ice letter No. SAAS/WR/MISC.Corresp-03/256 dated 30“‘(P
January 2020 and to enclose a copy of Tuvestignilon Committeo’s Report for the subjoct prcucct dul)'

seen/agreed by the I‘rlme Minister for taking furlher necessiry action at your end.

s

(Safdar Ali Malik)
Accounts Officer (B&TF)
Cell No. 0332-5181608

Encl: As above,

C.C:- -
The DAG (CA&E) Office of Auditor General of Pakistan, Islamabad,

DS (Water) MoWR, with reference to letter No, 2(2)/2017-HP dated 30.01,2020
The Chicf Auditor WAPDA, Lahore,

PS to Secretary,

APS to JS (Water)

Ing. file
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o Bre © ISLAMABAD,

Subjéek: - INH‘ESTIGAFFI@NJ:' C@M;M‘Frf,ﬂsﬂ{s | “RERORT . FOR,

E Refe1eme Mlmstry “of: Water‘ fie Resauzrffes U;O
No.2(2)/2017:HP ’%t‘@fed 24102:2019; fmwm@mg ﬂlmwh s
Committee Repot . for T-4:. HEPB -amd: Bedelal MxiﬁSfer fbr Water
Resotu‘c:es D.O Ietter @fﬂverk numbe1 dateél 95 022019 ol SIlb] sek (P, f::m

'J’

2. While consideu.ng the Inveshgahon Committee’s. Report
for T—4 HPP Ehe"Prlmé' M

“F"-

inister’ ihaé"bEentpleased toragree withiithey

9

. iconclusionsiof: thefBederal Minister for Watei-Resources. -

3. Accordmgly, the. Investlgahon Committee’s Report forT-4

HPP is returned in original.

(Muhammad Azam Khan)
Secretary to the Prime Minister

o

Secretary, Water Resources Division, Islamabad.
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lam pnwleped Lo weirite to you on the 3 ubject'm

alter whf:rem the mwzs!u;at!rm Cornmiltee (IC) submitted
s teport (o your googd office on 24:02-2019 i 4 mpy

marPr-d to me I'or.informallon

After gomg lhmugh evalustion hr lef by the Minlrtr\; {!-.nnm; 1)1 ubmn fulfow[ng ascrux of tho mal!er'

- While investigatiog )10 funriamental rcm whether the inauguration was carfied ot
premal; ely or not; it Is concluded lyy the Committee that the; fuéugtfraimn of the Profect was carrled pul
having fulm!cd afl comracwal aid leckiieal furmaljtlr_-s asamm-ifohﬂdmt Para 7 03 of the rafiort.

Itis clear that arx.ordina to the 1 nm_,m;;s of

the majority Technical Memnbeis of the IC, the inaugucation WS
nade afrer fullifing all tha Techica) and Contractun] forasafitiog suecesshully, This finding of the Tor dinical

Feinbers could Reither be refulpd hy cther IC tenibors nor could they vstablish sny contradiciory fisling
exCepl hat e Brofdct PC-f wae expired.
__‘_"_——l—___'

h. T"“-""’k“' FD“_Q.‘.![&‘;—" Para 7 ol 13 Teehmical Report by Sul Comniftec submiited un 15 Sep cou tintns
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1 Pursuant to a news report published in hewspapers on 05:09-201.8
regarding fault aceurred in-the subject projlct which was attributed o
p:embtt.ue inaduguration of the project, the Prime Minister’s office
constituted  an I.n\fe:;tfgation Committee (IC) to prebe into the
fundamental fact as whether or not the Tarbela 4™ Extension Hydrepower
Project (TAHP) was inaugurated hefore completing all the formalities.

The IC submitted its feportto the PMoffice onZ4-02-2019¢ In the said
report several aspects have heen exomined and deliberated, The key
; clements of the report on which the IC has given its Tindings on the ToRs
s of the fnvestigaticn.

a. Defining formalities for inauguration, and the status of fulfillment
of defined foralities :
h. The decision i

ding for inauguration of TAHP
c. Losses causad during execution of TAHP

Fiscing responsipility

To examing wihather the prafect inauguysied in fes og
“z:
s corryzlation of all far me*lmm_
&

Defining_forrmalities: Tho 1C defined the phrase ‘@lliihe
Sopmalities? cornprising gﬂjilg};gl;;j)jﬂ;;;;ygh waly techoical and:
T ViagdidaforaaalitEs v i were soguived incdor dic Combaek .
(RC04), law, the PED Sl and tha Filﬂanciha‘ ﬁ’ea‘,mememh
staius of fulilling the «aid Teruwtities as detenmined by the
ICi is given belovs,

Lagal Forrality: Wi teiard 1o its awn dedined forms Hiies
the iCid not discuss any speeitic legal fori diiy, hoio e ihe
s OEB RSN by Ak L o0 the deral fomnulity g0 @
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determine whether the project was I,HHUE%Ul‘atffd bﬁffpre itc

fulfilliment or otharwise. 3

aliyf The IC has defined the existence of 5 .

PC-1 havmg valid period existed at the time of inauguration,
It is stated that the project execution was staried after the

o L
competent foruin of the Government of Pakistan approver

. the PC-1. The IC considered that at the hmu of inauguration

non exisience of a valid date duly appr oved in the PC-1 was
a formalily which can he said as not fulfilled. In this resaid it
i5 stated that the governing reference which provides the

governmaenial puidelines on iha projok
development/execution is the Manual for Dovelopmens;
Projacis of the Planning Developrent and Reform Division,
Fhis document states under its Section 4.14 (h) that as soon
a5 ihe fndication of increase in the pre jecl‘ Cost is visililn, fiw
executing agency should start work on re vising Lhe schema
and  submit for il approval of competent authorily
(/}mw;yurp XU of tha Manual for Develaprnent Projacis)
wil liui. stopping the. actyal work. it further sintog. thaf,
however, if the increase In the cost is idicated diuye o
delinking of the Pakistani Rupee from the Dollar, in such sien
there will ise 1o need ,uf.l.fsz’;:f,!.e?mzwm{_@!:J:!!?J;’Q_}i(!'[ EONEE,
Wity the saic grdcdeline given in the Manuzl for Dove ,.: m:?i
Projects which governs prepriation =nd b ilernentation of

5 Y e teals A g R
A tdshaeiae eeenierion v 2 formn Ll ST the g

appears that prima {zele the executing apancy did 01 TG

into revision of PC-1 ai the stage of inauguration as o her ihe

olemment of increase n cost was not the case in PO ot [.:.h_},,, :

time, nr iﬂw fncrease in rh»“ pm;m i cost was Wit 15 ne

the U-'.T Lal :_-‘[J!}r('pl,'fvn‘j l_',(]_‘-:t.ﬂll 1.}30 [.IC‘,"!.. 1 n:.‘. A l.!dl pi,-,';!f':[:}“ m f_h:.i

cenant] came inee the ! mwh‘r’u{.'uf the Minisivy oy o4 19
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~increases pertain to upfront Donor fee and IDC as well As
Horeign exchange loss. The Wurld pank while jointly

ehnducting a review mmmn of the Project with the

International Panel of [Experts has duly mem.mned this
achievement. [t is, therefore, concluded that the
requirament of -having a PC-1 with a valid date of project
completion - if taken as a formality - was not there,
howaevar, stalling the project operation due to non-fulfilment

/ of a procedure could not be jus tified a§ in case the project
! _ operation was stalled due to this factor, it would have caused
/ other financial implication like payment of delay claims ko
}%: ' the Contractor arid loss of henefit which otherwise became

“available due to the energy generated by T4 after its
inauguration on  10-03-2018. ‘This understanding s
corroborated  with the guideline of the Manual for

| . Dwelépment Projects which does not 1:'Iv1 e (0 stup the
project activities even if there is a nm=r' dl' revision of tha PC-
1

e

(Iv) rlmlr‘aL Formality: Accerding to the IC, the formalities

fequlmd for successiul compledion of wehnical  and

g -contractual activities were syccessiul completion of dry and

2 ' : wet tasting, achiaving pactisl ramoval of the downstrearn

| ~eofferdam, making inforrndd decision that use of sxisting

@ _ o Intake is safe while Plugiing the upper iniake, laking

copnizance of bad watar auality for doclding as bow el
when the unit X7 of i praject wouhd Lo copoiond

(v)  With regard to the above tachnical end  contractisl
formalities, the [C a6 g 2,03 of iis re st shakagd e all
members-of the iC ln Wl i opinion that the sondractus]

' e formalitics were {ulillod befoee the Connissioning, iz,

suitahility of use of lowaer intske, partial rermeval of cLfer
dam, dey testing, Wi regard Fo wai Lestin g b mevabie of

G consicar that woet bsthog s copled el guain dully
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T (vii)

. Bank’s advice which was stronglarecommended by the 1PGE

"~ according to the. Contract even not'tested on the fuly s -
“while the.IC considered it an dssential f.‘-':'}‘fl"_l_;",'i_)n-n;n'f':”l*jr.l .
P 4 ; : X f
meaningful wet testing, : | . 3

In the -above finding, the finding of the two ks
members. concerping the. succ:(-}ssful completion of Wl
testing éi}en notdone on full load is hased on the Contractyy
provision 3.32.12.1 and 3.32.12.2 of EM Contract Vol 244 |
7 - o ' 4, _l_--‘.-‘--N\‘i
- reproduced in the dissent note of one of the three techyjn f

members. Hence, the two out of ifie threo iechi

; ™ H ' o o & mgnge S .
members oF the IC have established that the Pt¢joct
inauguration was made after successful completion of s G
technical formalities. '

The IC, while stating 50, as referrad above, also cxhibii

contradiciory stance that ifo advices rediderad by the Woirk!

Bank and the 'l Panel ot Experts (IPGE } were not seeepicd
cand followed by WAPDA, while relying upon s own
inference drawn (n-aialy by one of the three iechnisal
members of the iCie. i wirman PEC which was acceptad by.

the other thres non-technical members) from ihe Woild

as well as qucted in the Bank’s Aide Momoiro of June 201/
in which the Warld Bank acvised on four things i, {0} i

W

Haree on d praginatic theeline for comm ssfoning of the plemnt
such that o gek the plant ready in March-Apiil 2018, (ii) et
all things requy jor full generation during 2013 high flow
season, (i) the construction schedule of two con tracts, Civil
WO{!{S andf ';‘:‘&M"shozdd be updated and synchronised
wcordingly, and mifestones should be agreed hetween ihe
two contractors and the emgineer, and (iv) WAPDA to
approve ihe tisdaled synchronized construction schedule.

The two 6fthn
the ahava fouy

three technical members of the 1C opined iag

nidvices ware stricily adhered to hy WARDA 45
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s evident from the facts that the Unit 1.7 of 14 was. made’
- ready after successful complefzibn of contractual formalities

( 17

on 02-03-201.8 - henee the first advice of the Bank and the
IPOE of agreeing on a pragmatic timeline for commissioning
of the plant such that to get the plunt ready in March-Aoril
2018 was followed and successfully compleied (see Minutes
of Meetingof 02-03-2018 of WAPDA, Consultants and the
Contractor). The second advice relating to taiing the benefif
of high flow season June/iuly 2018 was also followed as is
evident from the fact that the Unit 17 siaried generation
from Jus 2018 when tha reservoir level increased above

the safe level as declared by the Consultant as 1400 ft,
therefore, the henefits accrued for next 23 days continuously
under the commercial service until the reservoir level

dropped to the safe eval in the month of luly 2013 which

was otherwise advised as a high flow sedson by the WB and .
the IPOE; hence the second advice of the Bank and the 1POE .
of _taking henefits_by. generating_electvicity_in_high_jlow '

season__June/luly 2018 was_ followed  and  successfully

completed by operating the Unit 17 in June 2018, The thitsd
adyica related to the construction schedule of two contracts,
Civil Works and E&M, should be updated and synchronisad
aceordingly, and milestones should be agreed hotwean the
two contraciors and the engineer was also followed by
having all the patties o the Contract agreeing on signing of
the Revised Louidiiaiad Construction Schedule {RCLS)
accbrding to which the commissioning dates of all the three
Units was fixed as 25 Feb, 30 Apr and 30 May 2018, hence \
the third advice was also followed and achieved successfully.

the updated synchronized construction sched ule, which was L
also followed when WAPDA Authority approved the RCCS in }
.f_gjy___z_(_)_g._a, only within a month of the advice renderad hy the |
Bank, Therefore, it can be said that the said advices of the

W and the IPCE woere adherad to and implementsad,



by ==

'll.'

e
i
o

-y

4(,””,): & ft-.,q,mr Botd et ey . ;(’2)/‘_,0/ m_,/ %

(x)

(xi)

N e T A
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Bank aml Tom. \’MI’DA'q OWN.$OUICEs as ais qullt\; ln ihis
i'egard both the institutions had been providing ﬁnan_ces_
which lead to successful completion of TAHP 10 a stage that
it is generating elzctricity which in-itself is an evidence tlya
thare was no issue with regard to non-tulfillment of any
financial for mahfy, hence financial formalitics were all stood
LOK
cri oo aving @ ValiF P et Re ianaal
Jlﬁ\. PG o;@-'r't hemt‘no lm!ar" s theFornality of
having’ i’ LV TR RO A ey TiinieaE Whtraas, the sixth
member who stibmitied his dissent note opined that only

fulfiled. lmr;mf&héﬁﬁiﬁwmﬁﬁ?ﬁﬁfm %pzﬁed _tHa’{r

those aspacts required for commercial operation of the umt‘
shall be considered which are covered under the cnnaid(t

The uthar fo:mwhtios Pl]“ tad by lim IC,are _!aw tne P&D”'""
Manual End the ¢ |m'mc,muAgrge“mm All these futh_ o haen
- discus ,t~rJ above aml explained and sul}-‘i.mtir*tﬂd

V‘{gi_iﬁlji_[._lglﬁj_gi‘i‘ Besides, ihe }fpectuf waler quality was alsg

deliberated by the IC as onae of the aspect necessary io bn
et in mind for making tha decision of how and .ruhnn the -
pant be vper rated. In this regard again fWo ol {lio” Hnee*f.’

10chrm ml‘mberr MRS that the clatnent of wate,
fuiality w.w taken inio cognizanee by all the parties to the

“Co, I, X i :
t "~3" ¢ Bty or, Cotsulta, mwri e Cont wing g

recorde i Minutes of Meeting of 02-03-201 8. In this cepard,

“1 i— ( - = o o
SUplace 1t has koo established by 1he wo tuchnicn

Membars “of tha i

t'] e
Comingpyin A o “inpletion of Wet

moriil?}‘ Was arhiicvad on 02-03-2013 which was 1 o
.wunwhzr.h Tal; :
ey Mo,
S thiy [
this fiyy) Wi h.uf Srinan the fuved define *1 in th
781, yor in view of ;

E'””*Wﬂ! COng

r'("”“ act | 2, 13

Hlln;\ 'E'r’r

it notie: ol in the Hiitino

el roservoir touched iis t"‘l Tleva f}f 1986

fiars and’ fhe Lantastoe; '!"?I‘Ep 1
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- lonet to t_JrJerai:e the_Unit 1.7 for{RTR which was a prudent "
dégision to 0. avold damage to, thL turbine associated with the 4 o
continuous :Jpemrmn as. tnqunnd gmfig_, the!RIRA '
~(xii)  On 'fhﬁ ﬁsneciz of Wate_r Qll&l“W h the li’DL-"v advice was also ;

d)'éa'mined'b\,» the. technical’ members wherein the IPOEs/

" advised in April ?01? that. .Lh:a ornmissummg, Guarantee /

Festing wnd: Opmalmns can only comimence during nex
Pycar's Hig el How se3soN le.“‘JUne,fJuIy 2013. Accordingly, *rhr-
RTR and Cuﬁramr‘“ {mimrr upe .]:mns were started during
the high {low season of 2013, As far a5 Comraissic Ring is

mnl erned, the technic al nwmhe; have stated on the basis -

; of examination of record that it was done when the reservoir

$ Jeval was 4 boim dead leveland evén above 1400 ft. By doing

‘ - so the Unit was inatle reacly for generation of electricity b
B - .+ during high flow season which arcordur‘r to the Contract was 1

considered as the oI ercial uperatmn‘as rightly advised by
the Waorld Bank in its letter of June 20, 2017 addressed to the
Secretary Mi'ni:,lrrv_ of Water & Power with copies arulorsed
inter afia to Chainman WAI-‘I‘JA Hence the aspreet of Wator
Quality was also kept in wind in making the decisicn of
Commissioning which fallovsed the inatipueation.

] (i) Onihaabove aspect II”':‘ ather fol Jt' m@lntuw-‘nhhe Copinad
. i tﬁﬁl“%ﬂf’%’”ﬁﬁﬁliwﬁ?ﬁs JJa“fiwrmﬁf' W5 Brolghtingo the aotioy
\JB ; B;J.f tha' l‘ﬂ'ﬁ'}mﬁf il the: :llpit}‘?f'l' i, ru A payany hied to

these advices and run e unii While Saitng so it

Vs

muuumswuld NGE euanrity the daime oo usad Lo the Uiz

of T4 due to np('zutlm'l't:-r the tnit 17 sl rocommeictie) oy

have the darmage dsecaed dus ing the plinned q,,.i,i,”,” af
s ihe unit. In- this reparel, the bwa of e iheén FeoMavical

g

members maintained that dun 1o had wiitey q;h:;gg-‘; the

cognisaree wes Lien by WAFRA, Covidiant sl gl
Contractur and Beardiigly e i was. ek BpaLLed iy

Betidod i!‘l‘fhf’!ﬂjulf e I,»{J el l,ﬂ.n&.{‘ R PRI e,
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there was ne dmrmve
maugmaflun as whan the | VS HRtratedon Tt
£20187 (after 100 clays of 'ﬂﬂ”"’“'*“'““" i onegy,
w;thuut any trounlf_. _
(Xiv) Hence, all ""thé"féﬁﬁiFEEF":;'l:ft:{?-'“'(_:i:flfl{‘“f‘-gf“f‘fié'f Formalites y IArs
fulfilledand ‘Lhe operatluh oRthetinitwas hot pr Gﬁlﬂtdm
Q} -~ To assoss whether any less t0 the nations! b i
fed due 1o the hanguration of the project befvrs tine
- (i) On this asvect the (C ':L.)LIILI not establich that any h:.'?;'. ol
eccurred due to inauguration of the project before timk, yo
it maihtained under ToR-2 that the quantum of damags
the turhines associated with the inauguration dusa to ingress
i bad water cuallty 13- requlred: to be deiermiped fv
rondudn:r a detailed T forensic in.put‘*wyt at Tha thoe of
pldni“PmﬁnDb‘m Gf the plant.. it is not passiile 4o
deterrine ths same atmesontas thc: units ara prosently e Lo -
under operation. & IEJLh statement is-beyond comnpy n:'.a:jﬂ..‘.:-z'., % %‘5 o
particutarly, when the majority of the tec i"mml membiers o f i Q
. = | the IC established, as staiod above, that the hm‘,![ig.i 0\

Consultants and the Con tr.;rtp; igread to not to r*pe;:ﬁp thies Qa? '
Unit 17 for B7R which was a pradent decision o 4ot

=] {

damage 1o the fubine associated with the acuw |
. : 1
a_;;'n—?!r:_ﬂ.-tjll as resssipod ey the !’lR 3 'i

(if) _.Nh[le bem{r unahle to assess the IOPS/damqq\, having nexs

; with |mumnai(0n still the € presented under ToR- 2 tha
losses uccuued while -mentioning those which occurred
during the ‘execution’ of th:_ project, Such Iosses have clanply,
been attributed to the cvent of sticking of draft tube ,,,nm/
The 1C in this reqord nave iy UGanimoys Tinding in Se,: tion 7
that the trowlle [iee resumplion of the operation of Unit 17
o, .___rzii;ctﬁ‘:ﬁﬁlrii. iicales  that SBYen  after  100-ciey
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“iw f‘iuiv«}"sﬂ’) ; g g ey e f @iy Ve 207 )]0,
Hiscontindation ofioperation of Unit 17 17 aftér the COD{E2-G;
gma) or the mag,,gur-:.{mn daied 10-03-2018, there wis [k

operational prodlems refating_to_operation_of the L-.am,
therefore, the COD {Jrji_’mlf_g‘lnas.li}i'! ailgd ot have sy aex;
with: 'tha mf‘ldgnt of guins,Jan1xnlng into she siiwiic h
occurred only after the Umt 17 was put on standby on01-07-
20138 due to law mse_w(}n !eve_l. (below 1400 (1).

% . ' [ul) H(_nre rernaining wumn LI e TORs of theiCy { hﬂ aspect of
' ' losses Lauwﬂd, it the project was inaugurated before tiae
hecomes irrelevarit.

o ~(iv)  Never the h_ss as amm*«i by the IC unanimonsly, that theie
Was no- nexus of st 'ma of draft tube gates with o
inauguration, Jett él{lt:!d:_ant_ofgstlclnng of drafl iuhe gatesy
:;t:at_gsghdw;;lgssg;ﬁ)’ because of restriciing..ihe generaiicn of
hyd roelettric power for ihe period when the gates ropaicad

~ gtuck in the mud, WAPDA has ih*‘i'ruvi"-‘d the Consuliag
e ' B 'ii's?i'i‘iif";tl;m'h ginger or the Contract Adminisirator fo pregpm:e
TN . H‘d Indge k) tldu.: _against the (,nntré;tor ta recover ilo o

Q ¥ i ..,mr,)unio{!o saQecy el duc_,lr)ulu_hmg of gates

- . PSSR
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(i) The IC under Taik-2 ks viated that the date of operation of

Unit 17 stands established to be fixed through a conwlfai Ve

e 2 _hracess of the partivs to the Confract i.e. the WAPDA,

Cmnsu.mnisﬂ.md Feth Cvil_and _Flectrical-Mechanical

Contractors. With the akave explanation, there was no falt
in making the dedisicn of inauguration as the inausiraiion
was made afier fultilling all formalities and also duly takiry
cognizance of e pravailing  environpient  of  sbeior

availability and guslivy.
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(i) The IC in {irsi_inst;;lme has pi'esﬂnterj its liveitstion that e

< hai hoave hos ool

; members bf the comprised those whe hsve haen hﬂ:-mn?‘

e e i as o ~1 l=vzee] o 4 »

e B : " their respective t,!i.‘;:li'-'!l'r!’it’.m!i at national level due 1o yhiy
r‘ - ‘qu"‘_‘.“{ "HENE‘ l]e'—jv{!\/ {;rl lji‘}ifll:'! l? I ii\.'f‘ l}}‘]t jhi“f h:{UE

: E B el

u.f«_jr!\erl ;",__l,; in Gf'i'i ;__1;_;-"; ('\!"]!_' !.! .'Jgjl}u h“, L H l {Jl !I”‘ ! 7hin 2400

: Sl = e 21, H Pen
_ an hphdd'n* ;ii L!‘l'g reet A tho nd ll'hs. O O Hido the l'-l'l : :|q

— - _ this situstic n, thay shnred thair ¢ LillSsdt*iF"!‘;if:W thet et

e : of fixing oxact res Dy ’};:_-,uir: not he asiedoine an i
ey Yo r{t":';"'ﬂ"r{ Lo viows l"f b i"i‘f'-"‘i:"i:!' af i h
various grgenisation: .,fr'mtca and exominaticn of 2 pleihors |

. of record spread aver a long pm qord of time.

.

2 3 . i) None ihe o s4, the i€ held the Civil 2nd ine W Coubracion

- - directly respo nibhz for The loss uce:n.»r.sw'.—d 0 e il?:'r‘-l';i!f

e ‘-“rm—qu eF O A casting of non-gencraiion of hyvikock e
! 4 2 pu-m r. This loss has beon agsin -‘:.B!"ifitsz_i‘.‘g the i &5 s L
— 0 tr-v neriod whea the unlts rémsined closad Lenaase

stie: 'ﬂil g of draft tebe 50le5 - a0 aveal wlich

& . 3 ; fo purchuring of b Finz yahes wi'-.in_h 'E:;':'i;'_r-_-:-;f;;j Jege |
ef =it in dslvzee a0 conssgunnos oF neslo dion {
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pates were stuck - an evant related to post incusuration, or
having no nexus with belora-ting inatuguration rather a fault
which can ocenr to any I*:yrlr::;phwf;:r project particularly in the
Hirmalayan environinent. :
. i e':"
(iv) Recovery of the losses have been recommended by the IC to
© be effected from the Contractor and the Consuitant.
In view of above, it becomes ahundaﬁtly claar ihat according to the
findings of the rmajority tachnical members of the IC, the irnauguration was
made after fultiliing all the technical and .contractual formalities,
suceessfully. This finding of the technical members could neither be
refuted hy the ether IC members nor bpu!d they estafish any conttinrg

.

dinding excepl the one that the Project PC-1 was expired.

WE o ity N it e P Py P ) Lo M PRt R i e G S
s, Ine inauguralion of me project has hoan TG 0 1
it (3;-':3:'11:-__5'.3_-}, the oiher Tolls bacome: iradevant as sl thaso s coniiy gy

dpon ihe condition that it tha projoc fnpougadion ag oo Bedope e,

Wihile 10 coadd not establinh thatl the prodaci insugusaion v g oieain, o,

ol 2 Usin Seppy g By B L T S D o I N eti®army gngle on b o B oubon e

B sfear! dhat vhe deugeration wias made after compdaiion of stbizchaies!
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1.02

1.03

SECRET

INVESTIGATION REPORT'
TARBELA 4™ EXTENSION HYDROPOWER PROJECT

1. Introduction

Tarbela Da has five tuhn els outlet with Tunnels i pfovidcdv with' the hydropower
generation facilities hé_ving combined capacity of 3478 MW, In order to increase the
generation capacity of Tarbela Dam Project WAPDA embarked upon constmcti()n-:of
1410 MW '(c's'{p'a'cit'y}hy’dr'opmy'er-'projéct-'cdipprisihg three turbines.of 470 MW each
to provide 3,840 GWh of: energy '(ﬁﬁllio’ﬂ"uﬁits‘ ‘of’-'electricity) from' the irrigation
releases made through the ex isting 4™ tunnel (T4) of” 'I‘a:bela ‘Dam Proj ect (Table A-1,

Monthly Progress Report No. 60, March2018) (Ann ex 1), Thé project was accordmgly

named as Tarbela 4 Extension ‘Hydropower Project (T4BHP),

The plo_;ect is belng execuled by
(a) WAPDA as Employcr and is an w as prowded in ﬂm PC-1
(b) Tarbela 4 Jomt ‘Venmra (T4CIV) as Consultant; compnsmg
(i) MJS Mott MacDonaid L:miled :
(i) M/S Coyne et Bellier,
in a.s.s‘oc:a!wn with
a. M/S Mott MacDunald Paklstan
b, M/S Assocmted Consultmg Engmeers Pa}ustan
(c) Cunsultants for Monﬂonng and Evaluahon (M&E) cnmpnsmg
(i) - SMEC Intcmatlonal Pty Ltd (Austraha)
a. aEugmcenng Gcne.ral Consultants Pyt Ltd, (Suh—Consultant)
(d) MfS Power Constructlon Corporatlon of Chma Lumted as Cwﬂ Contractor

erstwhile Smohydro (PCCC)

(e) M/S Voith Hydro. GmbH and Cumpany KG and Voith Hydro Shang Hai Limited

as L‘lectrlcal and Mechanicnl (E&M) Contractur.

The other u:nportant and relevant enhhes havmg bearmg on the project-implementation
are the Iutematlonal Pasiel of Ex;:erts ([POE_) and thc Wwe [POEs
comprising four foreigners and one of Pakistani origin, are appointed by WAPDA to

Shamail Ah EM/ %Bfg Hnssan ‘Basharat'M. Shahzad

Secy MEWR, Chamnan IC Sec PDRDiv/MemberIC ADO}RepFINMemberIC

Sheikh Mtaf Hussain Engr. Jawe eem chshl Syed M, Mehar Ali Shah

Rep of NESPAK/Member IC ‘I f5¢ Chairman/R PL emhe; TSCAC 1S MoWR/Member/Secy IC

s |
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examine and advice the Employér on the prbj'cci-{ﬁa lemet

- administration being undertnken by the: Cori,sx_il,tgq_ i

- - TPoEs to. exerclse. ovarmght ovcr a'll

: Contractora.: Gro e ok N 5
L 04 The World Bank prowdes 1mplementatmn support‘ n;adyisc

i [
3o {
[

e ,1\‘

3& n_The News,‘.it',w_aﬁ,, Heg

1,05 Tn'amedia report‘ piiblished on| F:September:
mi—

. The premamre mauguranon af a‘he }4IOMW Tarbela Dam 4:"

. exfegie, hydro-power’ Pt oject. (¢) in March b_y the Water and Power gt

Development Authomy (Wapda) has culmmated in operanonal losse.s' oj' R AR |

rmore than. Rs25 bthon over the. :hree—monfh ammnI ﬂood Seasan Wapda ¥ e e

‘sources and offi cmls at-the Ministry of Warer Resources sa:d

Apparehf!y,'acrirzg rma’er pahhcal pr es.sure, Wapda maugm'ared the $850
" million Tarbefa—IV project in March, desptte wammgs from the G'erman s gy
engmeermg can:m!mnt Vaxrh nor to operate fhe turbme of the fourrh !umiel _

at Tarbela Dam whi!e ii.s' reservo:r was at the dead :'eve}
J__.—-l——_"_'W_'-'.

o

T . Al W« However, the Wapda went m‘aead aud f;mi ﬁféiurbme for sevemf hotirs™” ' @
| O R ; during the maugumrlon of the pro;ect by rhe then pr;me rmmster, Shahld J 1

iy o N '._ g é Khaqan Abbasi: Ads a re.sufr -mud. and sluny ﬁ'om the pracncaify empty

ervmr fi Hed par: of rhe trnel,. rendermg three !‘urbmes moperﬂb]’e.

‘i

| The H’apda sources Sald rhat rhe dmﬁ tube cormectmg rhe mrbme fo the
:mt race chamiel rs bur:ed fmder rons of mud AH subsgquent eﬂora‘s by

governmen! agenc:es, mcfudmg the Pakmmn NGW ;o remove the debris
____________._. »

_'_._.__-———-

i htpsillanw: com.pk/print/363917- matae-ablicivrui ' - :
httos ;,r\,w;vf thenews clom im 63917 premuture. lnr_ta.o_la. iv-launch-has-cost-rs25-bn CW =
; ~ Zafor Hassdn ) Basharat M. Shaltzad

Shnmm’l Ahm

= Seey Chairman Ic Secy PDR Div/Member IC ADG/Rep F cmbcr i
ée’kh g Hum‘n ragn:] ‘m‘/ Syed M. Mehor Ali Sbab J

Rep of NESPAK/Member 1IC/7 s Chairmman/RepFEC/Member TSC/C 1S MoW}UMemherISecy Ic

~ .rad
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have ﬁzr!ed and the three units af 1,410 MW capacity have been offline since
-__________._—-"
July, durmg rhe ammal f ng Of Ihe Tarbefa reservotr

According to the sources, the poiﬁe? nof gé}:ém!ed resulted in lost Tevenue
5 of Rs280 million a day, or R.s‘25 2 b:fharz for the 90- dalﬂood_.saamn To
_ : ool e

B oo date, the government is yetto order an mq:my ito the Tarbela -1V debacle.

{ ,However. the Ministry of Warer Resources is now considering to con.mrute

e

_an mvesr:ganon comnurtee ro ascertam respons:b;hm a spokesman !o!d

[ rp—

' ‘ ﬂ:eNew.s' : . Sl i
Tl . 4 ccordmg o :‘he sources, the Mm:shy of Water Resources was kept in the -
- ' - dark by Wapda and ouly reacfed belarediy fo, medta reports. They said the
i m;msrry fiad sought an exp!anauon from. Wapda on August 29 and fom:d

i‘of Wagdq in.an attempt fo ge_f'fo the bottom-of the issue,

13

| = . itsresponse on Mondap o be nsatisfactory. The ministry has again wrilten

\A Wapda spoke.s‘person drspu!ed ﬂie conrentmn that Tarbela-IV had been

' premamreb! inaugurated. The pro;ect was commmwned aﬁer rewewing

$h o h_ o _the ayalfa_bf_s k_ydrofog;cai data and fhg_.spect_f cations recommended by the
. ‘ p}‘éjecf conisultants. Such major engfueen'ng'pr@'ecfs areprone to technical

" !eemmg probfems and hydro!ogica! hiccups, wh;ch could be resolved with

) -‘echmcaf so!uuamr he said.
. . }
Ifowever, sources rola' The New.:.' ﬂlat the Wapda officials had committed

s e J i wrther errors wh;fe trymg fo remove the debrls blockmg Tarbefd-ﬂ’ The '
B =B = m ud aud sz‘un*y was dmnped c;’ose Io the: ou{fer gates, where it p;!ea’ up. Nor
. LR e ) d:d .rhe Wapda remove the downstream coffer dam to evacuate the slurry,

- the source.s' said.

far Hassan . Basharat M. Shahzad

. Secy PDR Div/Member 1C ADG/Rep FIA/Member IC
” .. o v
E Sheikh Altaf Hussain mthl Syed M. ‘Mehar Ali Shah
t Rep of NESPAK/Member 1 Chall‘ma R C/Member TSCJIC JS MoWR/Member/Secy IC
{ Page 4 of 84
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e Since the Tarbea'a Dani reservorr was at .fhe a‘ead s!amge !eve! in March, |
v fhe am‘y Jittle w(trer ﬂvmiable for se durmg fhe mauguratron ceremony
was located in the ﬂushmg inlet and full of silt, “T) he resu!t is before s now

-a dnify loss of *23280 million, " the source said.

Some mm‘%f water is reqmred for the Sull uﬂhmrron oftheld -

', o!der pawer genemnon mms of T mbcia Dam, w!uch }mve a maxinum

: Tarbelq-IV wm: so great rhnr rhe enm @ currenf
A Wapda wauld need ta consnuct a rempamm' downsrr em‘n coﬂ'er dam a;nd
and enrrh movmg equipmenr cou!d remove rons of debns and- reach the
o :gmbedded drqﬂ !trbe.s'. If rhe dmﬁ mbe.s' me found u'amaged as H :
. apprehended ﬁrr‘mer cosa‘s would béi incurr ea' the goumgs said..

P ; Ey adaptlng rhe best engmeermg pmcnces and iinder fakmg heroic eﬁm

‘ .. Wapd&r engmeer.v, consﬂf!anrs cym‘ mntmcrors managed fo clear the gate

8 el of Unit 16 by ﬂiesday evenfng, Ongomg wor]c on rhe orher gates wauld

: ‘likely take anarﬁer 48 fo ?2 hours Tfns wouid Iead ro cammencemem _f
power generan‘an from Tarbela-I V ¥

© Rep of NESPAK/Member 1C fi=g - Chuin

S g s G~ Ok
Secy PDR DiviMember IC wﬁg&?{mfa}l:h{. Shg[ .
¢p FIAMc

/%&Méi‘; : Am lﬂfﬂw(hi‘ W

Syed M. Mchar AliSkah
cmber TSCAC JS MoWR/Member/Sey IC
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1.06  During construction and testmg phase of the project, !@Edcwatcrmg vahﬂof Unit 17
was punctured or 5" July 2018{which wag repaired temporanly by tho contractor on
the same day. Subscqucntly on|8™ & 9" July 2018]iwg dewatermg valves of Units 16
were punctured due to which the testing wag suspencled an_d ‘generation of clectricity

was stopped. Both the units were standby when the incident of puncturing occurred,
For mspectlon and rect:ﬁoanon of the fault thc gates of thc draft tuhc of Umts 17 and

2, Constitution of InVestlgntiun Cummittee (1c) 2 Ay e

ik o : . B P

- 2,01 The' Primé Min'is:ér"s Sitice vide' i3 lotter N6: 3493/M/SPM/18 dated 5% & 6"

September 2018 conveyed that the Prime Minister f Pakistan has been pleased to

approve the. ccnsntutmn ofan Invesugahon Commltlee (IC) to 1nqu:rc into the repnrtcd
- premature inauguration of the 1410 MW Tarbela Dam 4“‘ Extension Hydm-Power

- Project in March;, 2018; The'composition of the IC is as below:

Secretary MoWR, & (Cl_iﬁi:méflj

a.
b, Secrefary MOPDR (Mermber)

¢. Addl DGFIA~ - ‘ (Member)

d. One Representative of PEC (Member)
- e, One Reprcsentanve of NESPAK (Membéf)

~f. Joint Secretary MoWR * © (Mémbei/Secretary)

| 2.02 -..The Commiltce was empowered to co-opt other members, The ToRs of the Committee

as convcyed b}{ the Prime Minister’s office are as follows:

- a. [IGexamine e dTEHIE Or beorettne canpletiony

ST

Hassan < Bashsual M

oWR/Chairman IC; Scey DIK Divchmber IC ADG/Rep FIA/Member IC
""""—Zl/q WW
Shmkh Mtaf ussain Engr. Jojved Sal ureshi Syed M. Mchar Ali Shah
Rep of NESPAK/Member IC/ f:) ¢ Chamnanﬂlep}E ember TSC/IC JS MoWR/Member/Secy IC

Pawﬁ ofﬁ‘i
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,' -"L@i‘élf._e;_tchéq:'ter-*'-"oc’cun'ed due to the ~§i

innugumnon of lhe prajecf before timie;, .

R { er: : ‘z:&spgmalﬁ jOf makmg the decision of

maugur@non' befare campl‘enon of nH fomahr:es, zf a ‘loss to the

na taormf exchequer occurred mm‘

The IC was nccordmg’iy nuhﬁcd wde MOWR' Notification bearing No.
2(2)!2017~HP dated 6“' Scptember, 2018, “and nominations were sought. from the
. Pnkistsm Engmeenng Councal (PEC) and NESPAK ' '

PEC nommatcd Engr Iaw::d Salecm Qureshl Chazrman PEC and NESPAK nommated

Engr Sheikh Almf Hussam, Advlser NESPAK as Mernbers of the IC. Besides, the IC

CO- opted erza Asif Balgl ormer Paklstan Commmsmne@_@sﬂﬂm_ﬁlﬂm
prcsently workmg as Adv:ser NESPAK on N September 2018 Subsequently, - Mr.

* Naseer Ahmad Gllam Semor Chief (T echmcal) Phnmng, Development and Rcforﬁl

Dmsmn was also co;q tqd'on 28- 09-2.018 by the IC as; proposecl by the Secretary

PD&R Dlwsmn because of I:ns ins tltuudnnl mcmory ‘and téchmcal undérsta ndmg of the

matter. Tho IC held its ﬁrsl meetmg on, 4 1 tember 2018 and inter- alii: delided as
follows: - - ;

ac Nex.t meetmg of the Comrmttee wﬂl be held on 07-—09.2013 in the MOWR

| WB‘AMEW i -.wv.

the relevant documents, datn, f‘acts Ph_lqu_\pb_s, maps; drawmos e cluly i gncd

by at lcast the Project D1rect0r of T4HPP

faf Hassan - ; /
L Secy PDR Div/Member 1C e kil
. ; ¢p FIA/Member
: Jyf‘e’- ﬂ._,—/}{-/:/ '
. + = 7
| W T N ) o At
A F 1G/;x5,  Chuimun/RepPEC/Member TSCAC 3 Kﬁowriminiggégﬁc

nﬂﬁ m’nﬁ*&’;ht‘ééihi?o? 09:2018 0mE
all the aspccts raised in the ToRs of the Comrmttae including, but not limited to, all <

,.J
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2 05 Tha IC hcld its second meetmg, accardmgly, on.7 Septgmber 2018, wherem all thc %A
' .' members ofIC mqludmg thc normne.es of NF.SPAK and PEC parnclpatcd. Bes:das co-"
~opted membcr Muza A31f Ba1g also attcndcd thu mcr:tmg

2.06

; meetmg of the IC The Membcrs of thc IC confrontg:d h1m wuh the queshons
2.07 Followip'g_ dag;iéibn;; were takén.in the second meeting of the IC:

a, The Commmce scheduled to. conduét inspection-of the Project and hold its tlurd .
. meetmg on.08- 09-2018 at the site of T4HPP, <
b, Prepare ques_tiohqﬂire'fb’r WAPDA’s Chain_nan, Members, Chief En’giﬁger— (0&M)
- T4, Chief. Engineérfl?rojéct Director T4HP, the Consultants and the. Coil_trf;ctors.
c. Onthe request of Chaumau PEC, the site mspectmn was scheduled in thc mormng ¢
to depart from: Islamabad at. 9'30 a.m, wlule allowu:g the Secrelary MoPDR o
attend the- Cliiriese dclegahon visiting Pa,klstan on CPEC ijcct and join the IC -

later.in the Gy - e s

d Since.-' the niattcr. . involved . the whgle "ar‘ray of "'iechnical- issues, a
aﬁSﬁb-@o"' [

mIeE LSy was constituted to ascertain all technical details
' for whwh it was decldcd that the IC Secretariat will notify i it.

SW . Zafar !Iasfnn al Basharat MM

Secy M. airman, IC Secy,PDR Div/Member IC ADG/Rep FINMember Ic
Ll
cikh Altaf Hussain Engr, Jywed Saldant Gureshi Syed M., Mehar Ali Shah
Rep of NESPAK/Member IC/ir- - Chalmaﬂwember TSCAC s quwwmmber;sm Ic

Paon & nf R4
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208 The IC conducted total fiftcen mectings 03 per i

ECRE

TARBELA 4

1 following schedule:

INVESTIGATION Ror
m EXTENSION HYDROPOWER PROJECY)

Venue
Mocting Date |
" 06.09-2018 1slamabad L
s e

Ao |or092018-0 -0 | 1stamabad
3"’2. 080‘;2013 ek il ¥ o Tarbela ‘
ll4“‘ 13-09-2018 Tslamabad [
5 2609-2018 Islamabad %

_ »: PR L N
6 |20:092018. Tslamabad [
28092018 Islarnabad .

|8 |29-09:2018 g Lahore 4!

e Nay b 2 ,,,.,-« B .

{on - |o4:102018 Islamabad K

L5 B ' o b o 'i,,_

| 10m | 07-102008 7 Tslamabad i l
LR 08-102018 2o L Blagribnd * |
128" | 12-10:2018 | 1slamabad. - ; g '

130 O | 13102008, 7 — |
. th R A 5 -. : .

14 04-0_1-201? Islamabad

4§ a "h g . ’ ¥ -i._ ; " 5

1| igoa201y laibnd

2.09 Besides above, due to indisbusiiion of one IC Mérﬁber Sheikh Altaf Hussain (SAH) AH)

and hig inability to travel from Lahore to Islamabad and j join the proceedings of 1C

regarding ﬁnal dmftmg and compilation of the IC Report the rcmmmng five members

e —
. A

. T e 1 1 Pl
_ far Hassan Basharat M. Sh —

Secy DR D!vmlember 1c

7 “i) ADG/Rep FIAMember IC
Sheikh Altaf Flussain Engr, Jifved Sa —MW . i
Rep of NESPAK/Member IC /73(_ Chalmman/Rep ember TSCAC JsS K:d\hi M{dn: AII;; Shatl.c i:
0\WR/Member/Secy
pace 9 of &4

i



R4

Lo

SECRET

) - JNVE&IIGATIONREPORT
TARBEM 4 EJLT EN.S‘."ON HYDROPOH’ER PROJECT

of IC continued’ dehberatmns, consultatlon and oncrous task of coming up w1th a
. CONSENSS report from g SRHE
day and until 6 00 am on to occasmns~

ot b

- 3, Constit’uiion'or'Teéhnj_‘c'al Suh-Corﬁm‘i\tt_ée (TSC) *
3,01 The TSC was accordmgly notiﬁed as under, v1ds IC Sacretanat 5 Nohﬁcahon bearing
~ No. 2(2);*20174{9 dated’ 98 September, 2018..

— —
| Mirz"a-A_si'ftiai'gfAd\‘r’iser"NEspAK ~ (Convener)
. Mr. Javed Saleem Qureshi, Chairman PEC - - (Member)
. M. She1kh Altaf Hussain, AdwserNESPAK (Member) '

. SyedM: l_v[_ehar AiLShah, Joint Secretary MDWR‘ (Member)

“

The TSC Was also émpowered to 'co—opt any mémber for its assistance. The TSC on the

recommendation of the'Chairman PEC co-opted following two members:
. Meer Abdul Qayyum Babar Representative of PEC

b, Mr, Gouhar Sharif Representaiwe of PEC -

St Mr Nasecr Ahmed G:llam Senior Chlcf Watcr PD&R

3.03 The ToRs of the TSC are as follows ..
a. Examme aH rke rec!:mcal dela:ls mciua‘mg, but not hrmted io, dacumen!.s' reparrs,
test sheets,” data Iogs. ce:fu:f catmns protaco!s, contract agreements relating to
T4EHP s non-operation afler inaugurafion. : :
b Ascgﬁ"ﬁ:‘rj the ;lég{fgerfce ﬁ;zar@iing fhsldgaiifgu_m_apgcamhﬁ,ﬁhﬂ;uni! of the

- project in the absence of ¥ m'séd intake.

c. A,fcerram what were- the reservoir Ieveis, inflows and forecasfed Slows since

January 2018 till the date of constitution IC, and whether the operation of T4 was

done according:to the contract and SOPs in view of the inflows, outflows, reservoir

levels and sediinent conéentrations.

iy

TRV

Shamull Alima

aja * Zafar Hassan Basharal MJM

Chairman IC * Seey PDR DiviMember IC ADG/Rep FIA/Member IC
2, ) —- ; -
VR s %/ ckannhabab
£l e Engrylawed 8leem Qureshi Syed M. Meher Ali Shah
Resr ol NESE s IC/ 75  Cheirman/ C-"Mﬂmbnr TSCIC IS I{‘IOWR!MemberfSecy IC
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! d;.Ascertam wherher the. qﬂﬂhf}’ "’”"mnce was :ma’ertaken of all !he PrOJe

l' ICOmFUHEHfS befare sran'mg energp genemtwn
e pro;ecr was in a asu‘wn ro_be__tl

‘e. Ascerlain wherher th

‘when the IC was cansr:mred in w’ew af s:‘amé' of compfetmn Of various pam of Ihe _

project,

1
J. Compare ﬁré acrual genemhon af T4 wu‘h r}re prOJEGf‘O"S shown b)’ Wﬁpdﬂ fo the \
g .__,——v—,/ i,

CCoE held in May 2018 and ascer!am mer!fS Of Wr‘fP DA s response on. the marrer
-.‘—-'_'—' f

g " Evaluate whe!her me contracr admmrsfmﬂon was underraken diligently for taking

decfs:ou of makmg rhe T4 opemhonal in F eb 2018 and when it was inaugurated.

\
h. Evalua!e the facts cancernmg .suspens;on af power generr_: tion from units 16 and ﬁ;

' ‘17ofT4£HP .
i.© Evaluate the energy Ioss due to suspensmn of energy generanan O" nancial foss)
and the damage occurred fo the fac:hty as weH as future energy foss due to

cantnmed suspens:on of Td's ogemuon

j. Ident .,ﬁ; fhose respons:bfe for this happemng and of premature inauguration of

T4BHP : : ,

I k Determme whe.'her .mch snm!ar mmdent of .s:!l mfmswn was wrper:enced m T3

. pro_;ect 7

Al Any o!ker rssue having bearmg. even remoteb#, d;recrly or md:recn'y on and
. refevam:e :o the above sub_;ecr matter /TaRs

Pursuant to submlssmn of the 'I’SC’s ﬁmt report on 26 09 2018 the TSC’ s report was

- réviewed: by the IC dunng four exhaushvc sessmns hcld on 26, 27, 28 and 29

Scptembcr, 2018

! '],"he IC durmg thc review found thc report deﬁclent madequate, superfluous, with no !

; ,ﬁndmgs on the ToRs aud w1th thé conisensug and: with a.firm Senive of anvichion ! i

sgg,pn DivMember IC S Bashth Slfehzad

- ADG/Rep FIAHv{embcrlC

3 f/ o I et ' ' > D : i et aliitih
g ' _ " Engr. Jdjvéd Sal reshi :
 Rep of NESPAK/Member IC/ 7. Chalrman/Rep cmb::‘.‘[’g‘m o . SyedM.Mehar AlSha

JS MoWR/Member/Seey IC

a _L,J
L L]
' [J e
»j 3.05
| b
Ip‘ ‘.'-_.- '
1L 3.06.
i - .
I'.|L
I 3
i 1 La
- i
L4 '
o
]
e e =
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observed that the four consccutlvo scssions of the IC had been held aaly to conmdcr
the TSC roport, spunning over lcmg mamthon sessmns, given the gross inadequacies,
serious gups and omisstonq to take Into uccount vlta! and even basic dscuments, non-

ozl
recording of impoﬂnnt witnoessos and non-conducl[ng due cross examination on several

queries made froni tho wllncsscs who appeared before the TSC, not aking all TSC

members on bonrd. by thu Convenér on certain pomts as reflected i the minutes,
drawing of mferenccs!f‘ ndmgs}conclusions without takmg input of the all TSC
members, and dcmon_stratlnn ‘of lack of . owner_sh:p by the TSC members on many
E issues/findings presented to the IC by the Convener TSC, amongst others, as spelled
_ out in detail in the minutes of IC 5™, 6", 7" and 8" meeting. It will be asheer waste of
% {i _ tiiﬁe to ﬁmﬁér grbﬁé info the dark and fhﬁher r"e'\'fié‘w thé femafning partof the briefing
which, at hmes does not even conform to the written TSC’s report submitted to the IC,

| i The IC. funther observed that there were no recommendations’ madc in tbe TSC report

after the conc]usmns drawn. There were 1o spemﬁc ﬁndmgs made w.r.t. the ToRs while
providing’ the samc m a generic manner with nio refcrcncmg to. make the ﬁndmgs self-

contained. The g_aps found in the report mcluded.

~a Ona number of qucncs madc by the Members; tha Convener responded by giving
_ his pcrsonal know]cdge(_nformallonf\flcw on whlch he was reminded by the IC
i that the Convener isrequired to present the report of the TSC and opinions of the
) . TSC members. and not his personal .views or- 1mport l:us personal knowledge to
" : - : substannale TSC ﬁndmgsireport :

g@ : ~ b, Non adherence to the detailed SoPs!I‘oRs!Gmdelmas lssucd vide IC Sectt, letter

! " ' ** No: 1(1_)/PS/Sccy(_WR)!2018 dated 09-09-2018 whereby amongst others, it was
unequivocally “directed ‘that all ~ documents -needed/relied upon by
witness/demanded by the sub-committee, shall bo exhibited/attached, as such,
no&ung couId be left to any individual's persnnal vm\vpomUknowlcdg-e,

L.

- ¢, The Convener was relying upon evidence, when questloncd by the IC members,
which was ne1thcr part of the report, nor annexed therewith,

s _ d. Lack of mention of the background of the f'nmg the date of inauguration and by
whom the date was fixed?

) [ ] ?S
l e, assan Buhmm. g

S ecy Secy PDR Div/iMember IC ADGFRap FIA/Member IC

féheéﬁ(ﬁ%&h Ingr. jm??“/ﬁ | w

” Rep of NESPAK/Member IC/ 74¢ Chaiman/Rep PEGKlember TS¢/IC jssﬁg\mg;:rb;hswc

[ D ssant Wote U‘)H) a.%.lf.u/u.ﬁ‘

Pare 12 nf Rd
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d¢ by Co-opted Member, Mr. Naseer Gillai, the  \; ;
press sed their, ignornncc about the very existence
lonc’ ‘s to: whathcr or not the incidents of 1997,

2000 and 2015were taken into iccount by the TSC while preparing its réport when

scdtmcnt mduccq shutdo vn of existing upits of Tarbela happened resulting into f -
damages. They f furthcr conccdcd that these i mcrdants have come to theirknowledge | !

" now and. they shnll take them mto nccount ey \ _
@ Wllh regard to the Worid Bfmk‘s rcsponse- 0{:}}_@2@3 n MoWR’s lm \
LR 09-2018 not cchrcd in the TSC Teport; thie' Convener gave his personal views, on
whrch thc IC conﬁ'ontcd him that personal view: of Convener TSC was not
warranted pamcularly when WAPD A drd not respond to the Bank’s email wherein Y |
the: ]IlStlﬁcahon of CO-10 was asked in  November 2017, among others. Other %' {
contents’; of WB' ‘Jetter were also not attended’ to by the TSC. The Convener
, conceded lhat he and the TSC did not take into account the WB letter of 13-09- 09- .

gk -, : | . & In response tu speclﬂc quenes ma
PR ConvcncrandnﬂTSCmcmhcrsc
* of any § such mpident repoxts let o

. 2018 and TPOE!s reports as referred to in the. said WB’s letter while preparing g their l
: rcport anil"r{" gwen time, they. wﬂl now con31d ;_ﬂm,samﬁk___

. No delrbcmnnns were made m t.he TSC Report as-to, whether the PC-1 of the
b prOJcct was Still valid or not, on ‘the datc. of inauguration, Was this formality of
_haying an approval/vahd pro_wct document fulfilled?

h. thther or’ not in liew of 51 M'USD pmd extra, the project acceleration was

_"“achrevcd? Thls was not dehberated as to who wns the compctent authority to
'gppmve he’ accclcranon progr'rmme? S i

. s There is. aruaudit para i, whlch recovery of lha amoum pard for acceleration has
.- - becn ralsed thpt_chdﬁ tol be taken into account in the TSC's report In this regard '

the audlt observed that ““In -;‘”ﬁ ex!ens:on  Power: Pro;ect Tarbe!a a variation order @ o
S e _,.__No,GZ wa: {e_d at the mmal srage of f the c:onrr ‘act: for acce!emnon of the project o
s ‘acrwmes obtaift the eariy benefits of genemt:on in the flood season of 2017, An \ s
v amom;_r Offi-?'_.z 033. 7‘5 million-and US§ 6.24: million; was-paid to the contractor

his\yo0. up to milestone No IZHesp te: de!ays ofﬁf days fo 166 days

i v |
- aehievingof. ’""“f‘“’-"e d"r ing the f "mlCiﬂf year 2016-17. Thé mater was taken

up with the management n Jammry, 20}? It was: rephg (mr the para would be
| referred @ Engmeerjb r proper reply: Noﬁn fhe" Pi‘og?@fgwas intimated. Audit |

recommends. that-the managemenl.needs, to- mve.snga’a 36 inatter for fixing
re.rpansrb:hg) regarding payment: made to the: oomracto%’w:thour ac}ue;ng rhi

1,
mM@e_., f' A 1l
— |

|

e C%Lﬂ///h

Scpy DR Dlleembar IC ' Jéﬁ;ﬁﬁiﬂf IC

Sherkh Alaf Hussain i Engr. Javjed Sa! =

Rep of NESPAK/Member 1C /—f 5¢  Chaitman/Rep P Mem?:::c';gicﬂc Syed M. Mekar Ali Shah

JS MoWR/Member/Sccy IC ' [
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'!
not to opcratc the Iant in

Je Why and how '\_l'lliﬂ'h !T’il!i‘”ﬁﬁffil gt £ 1
Februnry/March 2018 being tendered by 1HREIEDEREE
disregarded by WAPDA and under what clrcumstanccs wag it opcraicd?

k. TFindings given against different TORS remain unsubstantiated and not supported
by.the requisite materials/eyidence for.instance, at Para 6.77 of the TSC report, no
IRSA data was indicatcdfrcproduccd/anncxud/dlscusscd but an overriding finding
was given on TOR(D at Page 41 of 47 of thie Report.

L In rcsponsc to a  query madc w.r t; the aut‘nentlctty ofa Tablc 4 (P.25- 3) exhibited <
in the TSC chort the Convenor fi st ‘miade cffort to find the source of. the
author!provldcr but afterwards conceded thdt thie Table had been prepared by the-
TSC itself i.e. Table-4 at (P25-3), though not §0 indicated in the Report. On this, L
when obscrved by the IC as'to why was, it done without referring to the primary
“soufécs of table s ‘contents;’ dcsplte spcclf cally desucd in the Guidelines/SOPs
canveyed in. wrltmg and’ verbally’ féiterated’ tine and- again fo the TSC to
substantlate every finding/argument. with. original/primary source. No reliance,

" {herefore, could be placed on such referrals, being inadmissible and in total
dmregard of the SOPs spelled out for thc TSC

" . Listofall Telated witnesses and relevant documenls were required fo be urgently
prepared as per the gu]delmes, however, the same had not been done which had
led to the; a;;i q810m;0f ex: ﬁﬁﬁﬁfﬁl’ﬂﬂ%s witness, as was decided

- by the IC in its Z“dmectmg, since ma_lonty of construction work, after start of the -
_ prq}cct was undertaken in his tenure unul Jan 2018, i.e. joining month of the
* current PD, 4§ well as éxclusion of the World Bank letter dated 13.09:2018 and
IPoR Reports. The list of the reqmred interviewees was reiterated to beé prepared

. lo.ensure ttnt no relcvanl pcrson is missed from the interviews.

&

g W_Mt (Allﬂcx A} to IRSA for mamtammg tha remsivolr water lovel ok

1400 ft for complctmg the tcstmg of T4 ancl the response furnished by TRSA
(Anncx B) were aiso not exammad by the TSC which .were also néeded 1o be
“considered by the TSC i
—
::.z)u L) o, Requnse _cif TACTV to the questionnaire of TSC was also not done which needed
fdiet' to be obtained by the TSC.
S Ls : -
ing : L : - . ‘
the- :
" L. — Ay - pa ' i
:7-’ S W il ()
¢ hamail Ah waja . - Zafar Hassan harat h st
. [ _ Chairman IC ' Segy PDR Div/Membor [C . , m%'fit:;armembcglc
Shelkh Al!afFﬁl's-s;l;-/ " Engr{)a dss { = Saglircs
n, i grirawed Saldci Qureshi Syed M. Mehar Ali Shah
Rep of NESPAK/Msmbor 10/1’5 ¢, ChairmarfRep ember TSC/IC 18 MoWR/MemberlSecy 1C
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o Rclevant rcfemnces are mmsmg in lhe TSC'S Rﬁpﬂﬂ being presented by e )

Comrencr. )

p- The recent referéncc of WAPDA asking furmuuctm'ing of loan, was needed to b2 "
- exammed to evaluate its bcarmg, if any on the: mv&mﬂatmn.

(T echnical) PD&R Division, as to

q. In msponsc to ths quer_y of thc Semor Chief
=% ere copsidered by the TSC,

 whether or not the \
if not, the same may be considered by the TSC, the Convener and all members of b

TSC expresscd theu- 1guoranoe of even on the very existence of the appointment of !
the Monitoring Consultant in the T4 Project. The TSC was advised by the ICto !

_incorporate such an 1mportant witness and his role, in the report. 1{

r. All core 1ssua wm found to be substanhaled w:th tha verifiable dacumenmry l

ewdencc as per the SoP,fgmdchne.s ' %

's. FIA may analyse the relevant ‘documents by conducting forensic analysis and

ccru_fy the gcnmneuess of the documents being provided by WAPDA on demand
-of TSC.

|
l

t. The IC directed Ihat if response was not received from the T4CJV despite all efforts
made at the level of Chairman WAPDA the matter needed to be reported to the IC.

— Water ng to pmwde all the relevnnt ducuments to the TSC/IC, having any g‘)
beanng on the mvestlgatlon, for the purpose of comprehensive investigation. [/

v. The prcfcn‘éd't:bursé of ensuring 100% Quality Assurance of the Wet Testing at the

[ full Ioa? or at the marginal loads was to be addressed. Status of successful \

completion of ‘Pre-Commissioning’ (Dry Testing) and ‘Commissioning’ (Wet

; ommissioning” (We2
Testing) was not clearly defined. . }..

. / M\f‘&

Seay PDR DiviMember 1C ADG/Rep FLAMember IC

?S,/{hcikhél’m’f_ﬂ% T En Z{‘ W "
memm Br. Juwed Spéem Qureshi Sywd M. M Al Sk
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:

W

Is ﬁxmg of 25 I‘abruary 2018 as Commissnomng daie of Iflmt 17 a political or a

purcly technical dcmsmn?

x. The sanctity and due dil'ig'éncao'f ﬁrrmng up of 25 February 2018 date for the
opcratlon of Umt 17, and schedulmg wet testing in the lean period, when it was
" absolutely conf rmcd that the rcservosr Would be hkely to be at dead level and
' carrying out Wet Tcstmg not at the full load but up to 65% of load.
e—

y. What prompled ﬁxmg the date of commmsmmng of Unit 17 in the month when the
reservoir W’lS beheved to be al the dead level and‘lt will not precede Wet Testm]at
full load, whcreas the World Bank’s Ietter of 13 09—2018 eluded to’scheduling of

"~ the same'as. reproduccd below

" ... commissioning,. guarantee testing and o erations can only

comme;ide du‘n'ng_ next year's J@Mh i.e. June/July 2018"

-z_. World Bank's query to WAPDA in its emall of 10 08-2017 as rcpmduced below,

il was also not addressed m the report

“The mam quesiton that is to-be answered is what :s“rhe benefit of

brmgmg otie unit onliné in F ebmary 201 7 Vs tke co.st rhat would be

incurred?”

46 World Bank’s Aide Memoire daied une 21, 2017 kvhere the Bank gave following
.—-———___‘-.—-ﬂ >
_ advice in paragraph 3.4 of the Aide Memoire, was also not addressed in the report:

“The niission was informed that WAPDA is trying to-bring the plant
' in operation in December 2017 or January 2018. This is fraught with
danger and great risk (as advised by IPOE, _Lwnhouf any benefits as

Shamail Ah awaja %m/ Buhmt%

WR/Chairman IC Secy YDR Div/Member 1C . ADGRep FlNMembcr Ic
1 o 2 i L Sl
" sheikh Aliaf Hussain’ ed Safeem Qureshi Syed M. Mehar Ali Shah
Rep of NESPAK/MemberIC - Chairman/Rep PEC/Member TSCAC JS MoWR/MemberSecy IC
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. gg. Aspect related to complete non-removal of downstream coffer dam

307

- dd. When it was decidcd to defer civil works I(elﬁ_ted'ld "I'l_mng:l No. 3 & 4 completion

‘ee. The aspcct relatmg 1o payment of mgnmg Change Order 10 of USD 5.7 million

-
ré ;
=

mvmmno»monr 0
TARBELA 4™ EXTENSION HYDROPOIER PROJECT "N

‘there s no- warer avm!able durmg that penod for incremental -

-
genemnon ﬁom T4HP - m Jact the warer to operare all units ¥
simultaneously wau!d become ava;fuble in Ju!y 201 8 jor incremenial \!

|

ggnera_rrpn fron_i T4HP :

bb. Thereasons for stoppagc of Unit 17 5 3“' and 5“‘ Ma)f: 20 13 was also not explained
_.-H-—

" which could uot be operatcd as agreed by thc gloxer Consultants and the EM

Contractor m theu' mcetmg 25 02—03-2018

ce. The aspect of use of Jower intake was also not addressed.

date shifted to 2019/30 from August 2018, as an Owner, did WAPDA scrve a
négaﬁve clignge order to the Civil_ Contractor? ‘

with EM Contractor: MI/S thh onJuly 31,2017 on wh1ch World Bank did not give
NOL status of payment under the sald. CO 10 Jf paymenls made, under what
authonty in the absence of NOL Erum the Bank ]ustlﬁcatuan of mcreased cost.

I Past ewdences of cffect of scdlmcnlatmn on opcranon uf Tarbela Power Station in \l-
1997aud2000 ISR, '

Tt was further noted that the éaid report also'stlfpasééd the {issent note of the two) |
members of thc ol C Thé IC thcrcfore, found the report of the TSC not worthy of ' Ir‘

EEW“ A . " __ |

. 7 ) . .
a

i -

" Secy MoWR/Chairman 1IC Secy PPR DiviMember IC . Basharat M. Shatzad I

ADG/Rep FIA/Member IC

Sales tﬂh// M

‘Stieikh Altaf Hussain . Engr. Jaw

Rep of NBSPAKJMcmbef IC/‘I’S ¢ Chaiman/Rep PEWG{I‘I‘:.Q[ TSCAC Syed M. Mehar AliSheh

1S MoWR/Member/Secy IC T |
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4.01 ¢ AECorAIn gl yALGH

of sossions and submmitted its report to thie ICHHY :

R SRS
as Annex 4 and the conclusions drawn in the said TSC report arc in the ensiing section.

B Eaclstons AR TS oE IS CY 5% b

501 Ref para 4.63 of TSC's report: whereas during the month of March the water quality
remains poor — as was observed in 1997 — due to which Units 11-14 were shut down
because of excessive water leakaige observed from the turbine shaft seals of Unit 13 &
14 and the cooling water system of Units 13 & 14 got badly choked fms forcing
shutdown of the said Units. . : ,

502 Ref para 4:20 (i) & (iii) 6f TSC's report: whereds the World Bank and the IPOE were
_ pointing out that thig water would not be dvailable: for' running-the unit aad thus no
" benefit of bringing one unit o line:in Feﬁrgary_ 2018,

5.03 Ref para 4.23 — 4.42 of TSC’s report: “whereas the EM: Contractor and T4 CIV
(Consultants) pointed’out towards the bad- quality of water and the EM Contractor
provided evidence of bad quality,water as ‘damaging of seals, wearing rings, choking
of ¢ooling water system, Tl B ' &

504 The commissioning date of Unit 17 of T4 HPP should have been fixed in Jtine/Tuly vis.
high flow season of 2018 instead of 25 February 2018, to avoid low reservoir level
which causes movement of sgqﬁmcnt into:thq t_l_ubine's;,

5.05- Ref para 4.6 I = 4.67 of TSG".s rqhort?[ucomﬁlet{a'rei‘hoval of dbw;stream cofferdam
caused sticking of drafl tube gates in mud as attributed by WAPDA itself.

506 Ref parzi.4.§_6:o;" T'S.C‘_s_ report; The IPOE conveyed no objeb'tioﬁ to initial operation, of

“the T4 powérhouse- with t_tic_ﬂlqwcr'_ intake and the upper intake plugged with the
properly designed temporary. buikhead capable of resisting transient pressures.

507 Ref pai‘a 4.54 og"l_"_‘SC’é'réport: IPoE r"ecoml_lieh_deﬂ‘tﬁa't_the‘ boftom intakes of T4 and .
T3 be closed withiii the current” construction period. namely June 2020 subject to
determining the feasibility of irrigation releases at 421m (or close to this figure),

w [The three members of TSC vis, MAB, SAH and MAQB held divergent view on water
quality and fulfilment of formalitics to operate Unit 17 which is given below:
: ' ~

hamail A A'Klwwnja/ %m Basharat M. ™~

s
,Sm‘mhl‘?ghﬂilmﬂ IC - Secy PDR Div/iMember IC ADG/Rep FIA/Member IC

Sheikh Altaf Hussain Engr. Jawge sal ureshi Sy M. Mebiar Al Sheh
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@) In. vic\rr ofdctcr‘minatmns b}f followmg dwelfgﬂ“t views expressed inParas 4,59

‘and 4.60 of TSC'’s rcport, regardlng water quahty, we hold the view that instead
ty. of water, should have been assessed on-the basis of

h are given in thc Contract in terms of total annual

@. oy

of vague terms, the quali

contracmal pmvislons whic
. load passing 1 T4 for the condrtlon thiat the sedrmcnt delta has not reached the

" dam. The effect of sedlmcnts on tunnel, penstocks and turbine paris depends

se St By :'uponthetotal sedlmcntpassmgme umel andlts gradatlon The effect does not

[ : depend upon high concentratmn scdlmcnls paSSl ng th‘i tunnel in short duration

pulses of less than or about one. hOuI As Unit . 17 remamad closed for long

[ _duration (about 100 days) durmg the. currcnt high flow season, due to low i

'reservorr 1evcls, it- is asscsscd that the: total sedlment Joad that passed through

[ 75 ok * T4 did not exceed the amo\mt of toad speclﬁcd in the Contract; hence water "I

G - b ..,quahty condruon specrﬁed in thé contract was not vro]ated

oo % As per dlSGUSSlGn gwen in Paras 4 38 fo 4 42 of TSC's report, the breakagc of | -

l 5 seals of 'I‘U Shaﬁ Seal Water Pump (mcchamcal seai) was not darnaged due to Yo

’ ppor water quﬂllty but because of 1ts mmahgnmentf ﬁtung problems and/or 3

L o o £ .' because of poor materral of tlie seal The problcms of coolmg water systems A

R K _wera usual O&M lssues and after cleamng of stramers and hydro—cyclones were | e

L LY _' ol .:5. : done the system performcd wrthout anyproblem . T b oo

[ ._(i'.ii). " As per discussion in Para 4, 59 ) of TSC’s report the reduchon in discharge of

_. *; ' _ o .'_'the pL‘Imp was- diie to mmng of sediments wﬁh bushes and wood pieces in the

. L T 5 stramer and hydro cyclones of the coolmg water system when the water level

e A M;approaches mlmrnum operatmg 1eve1 of ihe réservoir, These are maintenance
. L ¥l 6 3 oo . :1551-133 thch ara Erequemly enc()untcred mi hydropowcr stations.

LR

for short ducaton opeations of the unit (Uit 17).of TAHPP, though it would | *

l L 2 - (W.) In view of the abovc water quahty cannot. be taken as the determining fﬂclf;l‘
L “bean. imponant factor in case the operations ate for sustained durations. Jt s ;J-"’

|
=
|

-'-za!m Hassa i M
assan |
Secy PDR Div/Member IC Bashmt M. S
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decided in the mccting of 02 Mikch 2018 thiat Reliability Test Run (R'I'R) would '
“be nnplemcnted only wnh favourable reservoir, level condmons ie. when the
rescrvou level would be 426 '? m (1400 ﬁ) or above Thus nccessary, care was

exercised by the dBClSIOIl makcrs in mcctmg of 02 Ma:ch 2018,

V) Refpa:a 4,73 of TSC 's report itis clcar that IPOE does not have any objection

on the mmal operauon of 1he exlslmg ]0Wer mtalcc of T4,

the ;
0 l (vi)  Ref paras 4.68 of TSC’s report, 1t is clear that downstream coffer dam was
not ‘ . demolashed pamally, wlnch was an obstaclc m the flow of water flowing
tion ? ek g tluough draﬁ lubes Thls obstructmn was respons:ble for increase in tail water
ShE . level which would decrease the head over thé Turbme. As the decrease in head
e 4_:; “did. not. resull in- lowenng ‘of the' head: bayond lhc lo\'.rer limit of the head
ugllr f‘ Speclﬁed m the contract 1! ls clear that contractual provisions deﬁnmg key
ater, ; M- iy parameters of. turbmes were not wola!ed by i:l':irtlal removal of eot‘fer dam.
3 [ Hence, this aspect also cannot be considered as a pre-requisite of defining
i ! ( Commms_mnmg of Unllt 17. ,
elo ‘ (vii) Ref para 4,69 of’ TSC' ‘Teport: Notmthstantlmg above, MAB; SAH and MAQB =
d/or ‘ agree - wnth lhe fact that’ shckmg of draﬂ tube: gatqs is assoclated with the
ems | complete non- removal of downstream cofferdam and that sticking of draft tube
vere | i gates in lhe mud has no connectlon with. operahon of the unit in' the period 27
}:a : February to- 10 March 2018 or the event of maugurahon and the loss caused by
| non-operation of the plant dueto st:ckmg of gates 111 Septembcr 2018 is not
jeof . ' " attributable to the operahon of the plant from 27 Febmary to'10 March 2018.
1 the [ ; ¢
evel  (viii) Ref paras 6. 29 to 6 35 of TSC 3 earller report of September 2018, it has been
ance || _ - found that pre-comm1sswnmg tests (dry tcshng) and Commissioning tests (wet.

© testing) were completcd on 02 February 2{)18 Hence. all formalities required

Lo . - to be fulfilled were fulfilled on 02 I‘cbruary 2018 for declaring the Unit 17 fit
actor ' ' for ‘Commcrclal Operation’, ‘

yould . : . : :
i X T ; ] . : -
twas _ %D,v
ir Hasson anhth Sh
/../ s Seoy PDRDiv/Member IC ~ ADG/Rep FmMemherIC

Y

Syed M. Mehar Al Shah
J§ MoWR/Memberfecy IC

Ic Shmm Engr, J W
k !

Rep of NESPAK/Member IC/TSC Chairman/R)
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@// - fhie coggigery?drbpmlon that the: Commlssmmng & Inaugurailon of the Plant was’

b R (d) Pre—comlmssmmng and comrmssmm' 3

SECRE
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L I

(ix)* Refparas 6.39 & 6.70 ofTSC S earllcr rcport of' Septcmher 2018, the operanon i
¢ of Unit 17 Erom 02 March to 10 Mqrch 2018 was dona m a prudent manner to

protect the Umt from any poSSlbie damage s : L

N - .Hence we conci\ldG that the opcration oﬂithit 17 for‘inauguration on 10 March

bl R sy Yo
.

RS T

2018 was notprcmatura.] 5, R

5.09 Fmdmg__ofTSCnnToR(_Li Aty | 8 o :

— (i) In vww of ensuing. facts; IEEG gave,lts f’ ndmga whﬂs stating that:TSC was of’

(u) LUJB fg,rmahues to start opsrahon of thc 1Limt comprisa
(a) Avaiiablllty ol' opcrational cnwronment comprismg availability of good
“quality - water (free “of hazardous amount of sediment and
woodﬂmshesfmots) in reqmred quanhty ' g)
y _ N
(b) Suitability of cxisting intak’e vs. r_aised- mtake i

(c) Removal of downstream coft"erdam

,.._ _‘_

S (1Y ”’I‘hc status of fulﬁltnent oflhe”abt}va fom:ialities igas, beiow.":

/. Water guah_tl Refer fnllowmg paras, _

Hlstornyesson Lcamt from past — paras 4 63 4 81 -
IPoE reports — para 4, 20¢ (m), 456

. World Bank advices — para 4 20e (1) to (n 43 , |
“Water leyel - para 4; (). : )’ (“) i ;
- T4CIVE Icﬂcr 21- 02-2018 para 4. 05 and 4 45 L ' ,
| TACIY lettér27-03:2018 - paca4.53 " R B o e '

o The above references provide ample-evid | I -
ence that qual i
months of Fcbruary and March was ©of such quality \'(}hic}litzaiit:i;:la;ziiiuuéiiif Iiiifi

woadfbushcs!mois Hhich™ ﬁcqucnﬂy ChSo
6" Choking: of ‘cooling waler system/
féadin r‘is tdowmoﬂmutbf Hence the formality for havmg frga oai' hazmous

: ﬂSﬁl’ﬁ

STGOChaenan 10 Secy PDR DiviMember 1 ADG/Rep FIA/M o IC
cp cm
/- g ' .
ke Shrc;qusf;llaf Hissain Engr. ] \_ il WM i
o of NESPAK/Member IC/75 ¢ ChaimaR ember TSI : Syt Ve A Shah
oWR/MenmberiSecy IC i
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amount of sediment - and wood/bushes/roots establishes was not fulfilled that
formality of having putting the turbines, ‘

& Bxistence of low. rescivoir lovel in:February, either at or in the vicinity of dead

Tevel c(iupied_wi'th the sediment build-up in front of the intake (as rq::,oricd_by the

_IPOE under para 4.56) because of no release of water from T4 during last four
years of construction period leaves no doubt that the water quality was bad,

L7 .
..Q

+ Tn spite of tﬁ_a histb}y,3‘aﬂrailable __da‘té_épd__._régéf_ts;f‘if 1997, WAPDA diq not learn
from mistakes and it went ahead with the commissioning of the plant in adverse

conditions of silty / muddy water and low/ dead reservoir level,

: B g =
¢{ Independent panel of Experts (TPoE) advised in theierr-ZOl? Renort,"...:J
Commissioning, Guarantee Testing and Operations can only commence during
next year’s high flow season i.e. June/July 2018™.

is trying to bring thé. plant in operation in Decémber 2017 or Januaty 2018, This
is fraught with.danger and great risk (as advised by IPoE) without any economic
* benefit as there,is no wvater availablé during that period for incremental generation
from T4HP - in fact.the water to operate all units simultanegusly would become
available only in July 2018 for incremental generation from T4HP”. Ref: World
" BankLetter dt 13-Sept-18 * o

% World Bank gi:lv,isecf (Pa.r'zigr_aph 3.4); “The mls:'uon was informed that WAPDA

o

> Quite.true to. World Bank, JPOE and Consultant’s advices, it was Dbsgrvad that
reservoir level remained below 14008 from 25" February to 4% June 2018.

. Onwards it was above 140001 for smooth and sustained operation till 2°¢ July
2018, It would haye been prident to.carry put'Wet commissioning. it June — July
" period. as_advised, .for “uninterrupted “sustainéd” operation withott giving any

. acceleration to,contractors, . L. 1 ety e | mE TR

it ‘.l‘l;."" Lo AL o
n

& Wet testing of unit 17 was started on 20th February and completed on 1 March
2018 on short runs of turbine mostly ranging from 00:03 mi A4S mis
“on silty and muddy water flowing through it, Turbine remained out of operation
from 3 March-to 7 March 2018 and was in operation on 8" March for 0:02 &
- 035 thinutes and on 9th March for 0:46 minutes. o

-

remained shit'till 7" June 2018, If the Whole operafion from 20
10™ March was not forced, then why was thie turbine
2018. : i

= On the day of Inauguration, the turbine was s?nchfoniz’ed only for 3 minutes and

remaineéd shut till 6* June

% The unit was sdppuséd t6 b in opefatibn‘ for RTR and g i ici
ar L Wad 6 0 be e 1d generating electricity after
COD but because of the water at dead level, sustained operation could not take

e oA .
Shelkh Altaf Hussain Engr. ]
Tep of NESPAK/Member l(::/,]r.»S C_ Chai pP

' [i'lace."' Hc.qce the h\irrji_t"o declare COD on 2™ March 2018 gives clear

P 0
" Zafr Hassan
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und crstandmg lhat WAPDA was largetmg 10Lh March inauguration by all means
as'the plant remained out of operahon aﬁer synchromzmg for just 3 mmulcs from
IO'J‘Ma:chto’?‘hJuuezl)lS s

. l....—-_-_—_s;klc\;llt?._ﬂﬂl N f"‘.:: ' §/7
¥ hEs T S _,;‘.::;1!‘1:'5- e imMELe :
3 e e o - : {
L8 B 199 :
o | i (
g 14w ] :* At i “
_'E- 1440 Ek [ o Ef
o b %‘- ------------- 2 % ‘
7 : 4 if52 £
@ LH0: by 03 &
e g !Cﬁ._,w\ﬁa
T Al -—:- \L\—l
: A= T [ -e\q
Ly b e
1558 -
iu’.ﬁ"t . I -’_;' i g
i Cha.ri‘: Tarﬁc[a. rcSi:’rYuir ii:‘icls; Uu{l l? n;ic;aiién'éh'd ml:v'ani ;:vm'ls durinig Feb-Sep 2018 L \.J— 2 o
P
TSC is Glear that WAPDA'S decision to go for the Commmsmmng/ Inauguration =
* of thie plant was in uttcr dJsrcgard of stgmﬁcant -concerns on the project. TSC
~'while finalizing the report and conclusions ; gave due consideration to interviews
* and documents. provided by.thutakeholdgm, spmlﬂcally the following aspects R,
to reach to the dEGISlCII]‘ A _ '
arce i % & = 4 ] ¥ i !
il b Sultabilitv oi‘ rmsccl v$ ensﬂug intake‘ Rcfer following paras; kﬂ'&

Refiét para 4.73 vis, TPOR'dt: 30-08-2017; IPOF on conficeuati

on of T4CJIVY t
WAPDA that both the concrete linirig of the shaft as well as the bulkhead havg [
been designed to withstand the additional 10 m pressure due to load rejection i

IPOE has no objccnon to initial operahon of the T4

powerhouse with the lower
intake dnd thc uppl:r intake- lu ed. '
o g - P gg with- the prp;_)erly designed temporary 'L

_‘.-\ ¢.. Removal of downstream cofferdam: Refer :
S Stablished that partialrerovel o cofls p;::ssti 61104.67and 4.69, it stands |

edscdjment from th .
¢ tailrace area which eventually caused sticking transport from the g
the Unit 17, coffer dam$h0uldhavgb¢cnm§l;£gfﬁ_;‘i’:vﬁés Beforestatof | -
_———__H______—__-___ - i
dew T ThT
- Secy PPR Div/iMember IC o BmhzmﬂM Setiad L
5 M W .
T T v o
-\??’3(: ChaimmenRds PE .!mmc yed M, Mehar Al Sheh

JS MoWR/MemberfSecy IC
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4 Pre-commissioning nnd commissioning: Refer paras 4.20 (a) to (d)nd up to ()

the pre-commissioning and. comniissioning: was completed:successfully to the

LA 1)

extent of diy and wet tests however- disregarding the: other formalities/pre-
- T ¥y é:an__.__ : - ; .

requisites menti ned ¢ ;

'MAB; SAH'atid MAQB hold the opfmonmwe\?of fl_lqirfé}:.'aluatir:ms given in the
preceding paragraphs under Sectiond of this report, that it is determined that project
was inaugurated aﬂ,cr_comple_tihn:of a_ll foq'}___l_:aliit_if:_q._.-'f':,_-___.\ " : _ e

" s .
heguer occurred dite to the imauguration

@) FRd orTSCoRoR By v T

K0 Dil to sticking of drafttube gates; clectriity generation from T4y

B Sepiember, 2018 remained: suspended”from™ Unit. 17. According' to
Minimum Water Scenario-of IRSA for. the year 2018, WAPDA estimated
“that T4EHP would generate 387 MW {0944 MW during Mayto September
period with average value of 673 MW, which mcans energy of826 million
D, - units; Actual units generated in this period by TAHPP 21 0'million units; {hey
fdi'ffefgéﬁ@f_ﬁéiﬁﬁ?{ﬂﬁﬁﬁﬂ_I{@_n_;"’@'l_?ﬁtﬁ:;iﬂb?;l’é"é‘s"fffi.‘l_:lﬁﬁﬁliﬁl?é}‘ﬂiﬁeﬁue'r;ﬂ.' '

A

’ T - TFRavices o r WB Tand IPOE Tidve” bcem éonsidered * and- project. was

A, W

‘57."’“.
B
g
. Prevby

- commissioned-in June-July period, e most of the VOs for-acteleration”

 progiam would Have not been required.7

¥

Y
-

|Qﬁ’

- Jii) - Besides. inaiguration; refer o para-4.84°to 4.94; the financial basis of

&

K

paymént of US$ 51 million for acceleration of project completion:from |

- March 2018 to June 2017 prédicated’on:the potential to realize: additional’ /

. wevepue in the. 2017 high-flow.season'of approximately US$:300 miltion

. have’ been’ fully: lost becaiise o single’ unit of TAHPP could generate
“electricity during the bigh flow'season of 2017 pey e

~—

8 l ,-\ .ﬁ MAB SAH-mdMA B hold the opinion that no loss to the national exchequer

' oc(;ui"rg‘:d- because gf;?'bii:éféﬁbn (;f the Unit; 17f0r i_iiaitguraiion,

ES.I’U Récomméndﬁﬁ'bﬁé"oi" TSC: Extra Cost mcurrcdglug to -lﬁesa-nﬁss-o‘perations and

subseguent;shut, downs needs 10 be quantified. Thisirequires ForensicrAudit by a 37/

Pﬁﬁ}' who'is 1ot ¢ Hegﬁy_{ﬁmglre?tlg a .ﬁéqfﬁi_}’iqw of the parties:involved so-that the' 7
_question of conflict of interest does T ) et s '

5.11 Beneficiary companics/ Employees / E);-Empbyges simul
where the outcomes can be influenced by authorities,

d riot be a part of any inquiry

Shamail

/,,EBWM

Sheikh Altaf Hussain
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M—«Ld ' ‘%&-—(/
awaja ‘ far Hossan :
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Teb 6 Ekaminntion ul‘TSC’s Conchlsions nnd the Avnilahlc Rccord bv IC

;,J.
-

N

6.01 The IC examiried the report of TSC ofoc be
~ during 5% to 14" meeting of IC.and the: available rccord in the IC Secretamt
" - obtained from WADPA by the TSC durmg lfs proccedlngs

6.02- During IC de];beratlons two pcrspcctwcs came undcr conmdefﬁtlon One was to
¥ focus on the forrnahnes embedded _in the RCCS ‘alone’ wherea‘f the other
o7, 7L perspective focuse.d on the fefterand spmt oftﬁcTOR-i m_‘.‘ the IC vis. “To examine examme
w & whether the project inaugurated in time or before’the com Jetion-of all formalities
which unequivocally undcrlmcd.“complenon of All _;forrnahtlc ¥ It }'(as resolved
L. _ wnth consensus that the TOR nclthcr state exphcxtly not’ 1mphcltly ‘contractieal
e formalities” rather it underscores in so many words and without any ambiguity
. “ﬁﬂ ofmﬂhﬂesi’.f )

603 o In ordcr to addrcss the first TOR the IC conmdcred following aspccts relevant as

A "Valid ; Approved PC-1 of the Pro;ect W ‘

~ b. “Approvals/No Objection from the Worid Bank (NoI..) on Vanat:on!Changcs

AR S q;“Appmval of Revised C ordl onstruction: hc 1l

B r s BN U '_Rvallablhty and Quiality: ofWater GARESEA 55 : :

e T e e Aspéet’ relatmg lo Complctmn of Rmsed' Intake, as one of the I‘ormallllcs for
Unit 17 . ° i

T f.'._‘,_Removal ufDownstrcam Coffcr Dam . g S

pibidniBodly; - .Pre—Commissmnmg and Cnm:mssmnmg Decmon
it Magch 02,2018." -

4 and 5 of the MOM of

, - . ""_ f Partie.s' ag?‘eed ro nm Umt J 7on NL (3 ?Mar ch, 2018) on afferrmre
VR day.s- behveen' '17:00 lo 18; 00:" Hofirs fo_ensure it ava:fab:hg; for
S L g maugumtmn proposcd on IOMarch: 2018: -

“On 3"' ‘0 March 2018 em'eennf? 00 to 13 00 H /
: | o . M} and on 10? March;. 2018, (ti; : OWSIOF g:g'fg:::lf?
T W will be .synchr‘onized with the sysfem_mrder rhe supems:on of Voith,”

‘ﬂ‘.'l

.. 460 n Bemdcs abov:: IG cnnsrdcrcd thc aspect of cc:smn makm in ter !
: L : vihe: decision’ of ﬁxmg date’ of'maugmatmn o 10 03 2018 %vas ngz oo atd hDW
605 7 Similarly, the aspect: of - sticking-of draft: tub¢:
’ ates i

e 0 © examined to see its hexus w1th the carhcr actmtleg in thenpfs}lé’:;t2018 e
L " e ; : .

Shamail Ab: Trawaja / : C)%
i PWRICh#laus IC Secy PDR Div/Member IC ADG/Rsp FIAMitarIC

4. ep F r
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Another aspect relevant to overall T4 HPP imp1aménta_tiqqﬁ;f_ﬁdp}eﬁéntatioh and

: H SHRE T an) P
Implication of Accelérated Prograr of the Project (USDBimillion)¥ -

The above noted aspc(;ls have been cxamiﬁéd and the analysis made inthis regard is
given in the ensuing paragraphs. - s '

wed ~a. Valid Approved PC-1 of the Project: °
rriat § - it o ey NP |
i, “The TSC in its report at para 4.99 hias discussed this'matter and has summed up -
that “the PC-1 of the project stood ‘expired-siiice:S¢; ] wds,
i to ' * which was not submitted by WADPA to the MoWR for-approval and continued
her N/ expenditurg. In this regard, it is imporiant to'mention that the WJI_" 'DA has also
ine asked for restricturing on which the EAD has raised ‘the same point of expiry’
I of the PC-I and refused-1o” entertain’ the request’ of WAPDA unless the
red B : conipélent forum extends the project implementation duration. ”
ity | ii. IC’s Consideration on the aspéet of PC-1: The IC took note of thie above
. ( findirig of the TSC and information so provided along as:well as by the water
el i wing of the MoWR, according to which the project was approved by ECNEC
as g -~ on-16-08-2012 at total estimated cost of Rs: 83,601,04 million-comprising Rs -

“65,865.37 inillion’ as FEC-@ US$ 1: = PKR 90. The Administrative Approval
[ * was isstied by the tlien Ministry of Water and Power on 11-09-2012, According
to the PC-1 submitted by WAPDA, the commencement date was Janiiary 2012,
-which: was however approved:in-August 2012 and accordingly the- works
( commienced on 29-09-2013, after award of the Contract, The completion-(gata
in the submitted PC-1 wag¢ December.2016-i.e. 60 months or 5 years.(The
or i _ implomentation period starts - from- issuance of Administrative. Approval;’
L > ' ' - accordingly, the project completion:date became-September 2017 after-which -
‘the ‘project approval was’ required. to- bo- obtained- that. was, however,” not '

=t a obtairied: until February' 2019.)n this regard, ‘the: Manual for Development
| [ ; -+’ Projects states that “As soon’a§ the indication is visible, the executing agency ®
?g : : - should ‘start work on revising the: scheme and submit for the-approval -of

i l £ S : -+ competent authority’ (Annexure-XIII) without . stopping the actual work.” Tt

L ks " further states that “However, increase-in- the cost due-to delinking of the

. 2 Pakistani Rupee from: ‘the _.Dchi’r- }fi!(.;_ﬂétr need fresh approval of the

: [ : " CDWP/ECNEC. The sponsoring agency shall iowever intimale the revised cost

i due to the depreciation of Pakistani currency to the Cabinet Division, Planning

and Developrtent -Division and Finance Division (Annexure-XVI)." The 1%

. j{:g‘;:i'ged PC-I of T4HPP is Cur_ri?;itlj( under the pm’déss'hf approval on which

[ . the replies of WAPDA on the observations of the MoWR have been received
- ' . which are under examination. The 1* Revised PC-1 will be forwarded to the
v | : Planning Commission for ﬁu_ther process of approval from the competent forum-

; 2 i.e. ECNEC: The PC-1 with valid ‘approval did not exist at the time of
- inauguration. :
= w K ” 1_,‘1.?’ | e 5 C a
" Shamail Kfiawaja ) Zafar Hassan - G% )kn%md/ |
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b: - Approvals/No Objection from th'e:World-_Bank on,“r’nrlati?m‘chﬂngﬁ i
e e i eiaddsess e aspestof dpprovalaiNe; Objection Som theTierd o
Bank on Variationbeéngesi;chpitc spc_c:,l_ﬁcallyf referred as per s °f &
contained vide para-3.06 (£), above. e e i -

i 1C’s Consideration on the aspect of AD] 'rovm‘smb{(}b'ecﬂﬂn-ff,'ﬂ the
" World Bank.on: Variation/Changes: The IC in.this. regard cxamisod the
~ World Bank [etter. dated?13:09-2018 addressedito the: MOWR' th“}’!? Mot {
informed that the World Bank did not. issue Nol, déspite WAPDA’s quest

* made by PD.TAHPP, vide his email dated. 03-08-2017, for grant of Nal. for
-Chang'evOrdera.—' 10 (CO-10) to Voith at-the.cost p_f.USD 5.7 million toensure {

: .i:ﬁpleiﬂ?é_htation.,o"f__CCS-.and achievement: of-agreed CoDs _Uf the wails for '

- ~. commercial operation during 2018 with.Unit 17 on 25/Feb, Unit 16 PnﬁlApr '

" and Unit 15 on'30/May, 2018 with.10 days grace period on €ach unit {Aunex ¥

iii. The Bank’s: task Team Leader. Mr Masood: Ahmad replied on 10082017

.. -+ wherein he.guestioned the benefit of bringing-ong unit on line in Febny2017 :

.. versus the cost that would.be incurred. He-further: questioned that how benefits
would beaffected if first unit comes 9i__1_ line later say. March or April andall the v

- units come on'ling in May/June 2018, what is the consequence in cost tams and o

any commercial seftlement that'is being discussed, He finally asked WAPDA |

to expand on inter alia the above referred questions and clarify in pariular so Loz

the Bank can proceed with the discussion further. ' R

S\ WA?DAJ&Epﬁndcd to thc ﬁuc:iés_;'q-f the Bankralsed in the above refemed email

conténtion that CO-10 is quintessential -for locking:up the contractorthrough [ '

~ ... confractual binding for implementation of an-agreed: Coordinated-Comtruction ’

... Schedule ofthie project.to avoid a situation of ‘timé i large*, achieyegieration G.‘ v
. during ];i’gh-flOWS‘Seﬂsﬂﬂ 0f 2018 and to.provide ample time before floodseason [

- for reliabjlity test run and findl adjistments needed during the RTR (ifzny). In .

" {his regard, WAPDA attached a docuient in ts-email o the Bank,poviding )

. detailed clarifications t6 the comments of thio, World Bank’s Task TeanLeader j

and again requested fhic:bank to-give NoLfor CO-10.. Nk "

.- v. Itisto'state that despite asking for NoL on the. CO-10 again in: Oclober 2017 \s
WAPDA's Authority approved signing of €0: 10" with- '\goith- vide il:dccigior;

- made in'the _me_é.tiﬂg held on 28-07-201 ?:.aé-,iefétféd to in PD T4 HPP's letter

. of 31-07-2017 vide which he conveyed.the decision of the Authiorifyk the T4 A

CJV. for further necessary action, The decision of the WAPDA Aijﬁni‘l'y is as

below:
G o
Basharat M .

Sy ADG/Rep F1A/Mober IC l
e ol baliil
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“The Authority accorded approval for completion of remaining
works as per revised Coordinated Consiruction Schedule (CCS) and

Revised CO-10 of E&M works in the interest of the Project to achieve

CODs of Units 17, 1 6 & 15 on 25-02-2018, 25-04-2018 and 30-05-
2018 with grace period of 10 days for each unit respectively.”

vi. Perusal of above contents taken from the available record it is observed that the
Bank did not give its NoL. WAPDA, in’ this regard, proceeded on the basis of
the decision of WAPDA Authority approving CO-10 with Voith on 28-07-2017
while mentioning it in the interest of the Project.

¢, Approval of Revised Coordinated Constructinp Schedule (RCCS)

i. There is no-discussion specifically made with regard to RCCS in the TSC

|
{
[ : N report,
[

ii.- IC’s Consideération on the aspect.of Approved' RCCS: The IC, while
- considering the importance and relevance of the RCCS, observed that approval -
and availability of project completion schedule in case of T4 HPP by the

~ competént forum is ECNEC as well as concurrence by the WB. I this case, as

_ has been ‘observed vide para 6.06 (a); above, the implementation schedule was

) up to September 2017, however, after expiry of the PC-1, implementation

" " period has not been extended nor extension sought so far. In this backdrop, the
¥ requisite approval of the revised PC-1 by the ECNEC and NOL from the Bank

[ : on CO-10 is not available, whereas the RCCS was approved by the WAPDA

Authority on its own, : ‘

S L ' iii.  According to the letter of PD T4 HPP vide No. CE/PD/T4HP/VO2 R2/2017-

’ 1847 dated 25-07-2017, addressed to the Project Manager of TACIV it was
% conveyed that “WAPDA Authority has been pleased to accord approval on 25 "‘
[, _ July 2017 through circulation for completion of remaining works and approval
é@ _ ' of VO-2 R2 of Civil Works in the interest of the Project to achieve CODs of

2 A : g Units 17, 16 & 15 on 25" February 2018, 25" April 2018 and 30* May 2018
N S . respectively.” The same was accordingly was conveyed to the World Bank vide
: . - email 02-02-2017 titled as ‘Report on 4-Party Programme Workshop of May-
- ) ) © June 2017 and Commercial Agreements with' Contractors in July 2017,

3 X _ (Annex 6) : ‘

_ “iv, In the said 4-Party Report WAPDA apprised the Bank at para 7 about the
L i arrangement with Civil Contractor-for Implementation of Revised Coordinated
L ; : , Construction.Schcdulg (RCCS) by stating that “WAPDA has been successful

: . . - to convince the Civil Contractor to agree for implementation of RCCS with a

L 7" total cost of USD 48 million including already paid USD 43.5 million against

| - VO2 and V_02~R1. A_ccordmgly, ‘inter-contract milestone dates as given at

o] _ Annex 6 referred to above have been mutually agreed by both the Civil & E&M

y © % Shumail AhppdIdwaa %’/ | - W
= W " Secy PDR DiviMember 1C " ADEgoth:;& ;ﬁhiembtflc

Sheikh Altaf Hussain ngt. Jawed Sdfeem Qureshi ' Syed M, Mehar Ali Shah
R
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by all partics incoding

Contractors, Similarly, revised RCCS hag been signed
* Cllent, Consultants Civil. and B&M’ Contractors, To ,.makt:l (t’hc;(‘?h(]:ls
contractually binding upon Civil Contractor vO-2 R2 was issued on 25 July

2017,

v. The World Bank vide its letter addressed to the MoWR dated 13-09-2018, inter

alia apprised that
“... commissioning, guarantee testing: and opcrationiJcan only commence
during next year’s high flow season i.c. June/July 2018

Tho World Bank conduted a missionin May 3-26, 2017, In World BarksAics
memoiro dated June 21, 2017, the Bank gave the following advice (Pagraph

3.4);

- wThe Mission was informed that WAPDA is trying to bring the plant 1n
operation in December 2017.or January 5018, This is fraught with dasger and

. great risk (as advised by IPOE) without. any benefits -as there is mo water
ayailable during that period for incremental generation from T4 TP —infact the
water to.operate all units simultancously would become available onlyin July
2018 for incremental generation from T4 HP”.

Tfie- Bank further apprised that “WAPDA went ahead with further discussions
with contractors during June and July 2017 and agreed a coodinated
construction schedule with Voith and Sinohydro with the following Commercial
Operation Dates: Unit 17 - February 25, 2018, Unit 16 — April 25, 2018, and
Unit 15- May 30, 2018. The agreement included a revised CO-100of $5.7
million, which was issued to Voith on July 31,2017

" Details of the process fromy contract stait to issuitig of CO-10"is desaibed in
 detail by WAPDA, Report’. August 2017, and. in. Quarterly Progress Reports.
The request for NOL for CO-10 was forwarded to the World Bank via enail on
August 3, 2017. The Bank did not issue a NOL, questioning the benefits of the
increased cost: In.email from Bank Task Team Leader on August 10,2017 to

Project Director for Tarbela 4, one of the major comments raised by the Bank
was: - *

“The main qu‘ésrfo;: that is-to be answered is \;?h : .

| e gy ; . at is the benefit of bringin

unit on line in Februdry 2017 versus the cost that would 52 f:imrd ?J.i’iﬁ
would.not be water available for running the unit and thus o benefitIn fact

real testing under full head would be dop ;
réservoir is af design level for these units, "’.? oniy e Hepebigany SR

2 s
Report on 4-Party Programme Workshop of May-June 2017 and C ' :
it lssuancg of Change Order No. 10 to B&M Contractor, Augustzmﬁmml Agreements with Contracts in July
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d. Availability and Quality of Water:

i, The TSC in its report from para 4.04 to 4.60, spread over forty pages (page 15-
45), has discussed at length the issue of watér vis. minimum operaling
reservoir level and water quality, while considering the documents listed at
para 4,03 fromi (a) to (k) of the TSC report had drawn conclusionsand findings
in the subsequent paras against each document so referred, as under:

[ ii. With regard to (d) vis letter of T4 CJV-dated 27-02-2018, on minimum
reservoir operating level and water quality, as referred to at para4.05 (a) to (c)
. [ - of the TSC report as quoted below

“(a) This letter by the PM T4 CJV warns about the water quality
' 31 3 _ carrying large quantity of silt which was bad and not suitable for
[ ' handling trial and continuous operation under RTR duringthe last
few days due to reservoir level at its minimum level which is
[ : ’ + likely to continue till end May 2018. '

.(b) He then points out that water quality could prove quite
injurious for turbine ¢omponents like shaft seals, wearing rings
and cooling water system. Choking of open loop heat exchangers
could not be ruled out which may result in disruption of Unit 17,

—

(c) The Consultants suggest to the Employer “please look into the
possibility to raise the minimum reservoir level by 2 meters as
soon as possible to avert the interruption of handling trial /
_reliability run of Unit 17 and wet testing of other two Units”

iii. The TSC based on replies from OEM who happens to be the EM Contractor

Lk i.e. Voitlr stated that “the OEM has certified that the Commissioning and

% L stands by with the warranty and the guarantee according to the Confract,”
( .. (Annex7) | '

]
" T L
S — — —
i3 “l - . -

" iv. Regarding (b) vis Reply of PD T4 HPP WAPDA to PM T4 CJV dated 28-02-

: B 1., & 2018 on minimum reservoir operating level and water quality, the TSC
Ls ' ~ ascertained that the PD did not deal the letter according to the- gravity of the
situation where he in first instance deflected-the warning of the consultants

! .- given in 27-02-2018 letter about bad quality of water by mentioning the

L _ ‘ _contractual provisions to say that-the prevailing conditions are better than the
g [ _ _ extreme conditions mentioned in the contract in terms of minimum head design

bl _ , requirement for operation. Thé TSC however noticed that the PD in the last
§ ™ s sentence of the letter further referred fo hold further discussion during
e o forthcoming meeting.

N ' &W«J’d - %\_/' . C %‘W
. : Shamail Ahma 73, ' Zafar Bassan Basharat M. Shahzad
o L ' S Chairman IC Secy PDR Div/Member 1C ~ ADG/Rep FIA/Member IC

I A 3 I
Sheikh Altaf ussain EI’]BT. Jalved Sa Ql.lleshi g .

. S yed M, Mehar Ali Shah
Rep of NESPAK/Member lC/ ;3 ¢ Chairman/R yﬁ Member TSC/IC JS MoWR/Member/Secy 1C
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Contractor and WAPDA

vi,

vii..

the new dates were fixed in a manner that the project ma
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02—03-2018 amongst _ Consaltant,

' = ‘ i f the c;;inio'n
Four members of the TSC at para 4.20 (q) of their report were O
that based on the perusal of the statements of Chairman and Adviser WAPDA

related to fixing of Commissioning of T4 HPP,

“it is clear that after slippage of Commissioning of Unit 17 on August 1_4,-20_1?
y be Commissioned
during the tenure of the previous clected government which was dueto be
completed on May 31, 2018. On the contrary, the advice from the Woﬂd]}ank
and the IPOE was to plan the commissioning in June/July high flow season of
2018, As stated above, without having the foresight as how the hydrology and
othér physical efforts would make it possible to commission the project in
February 2018, there appears no other reason to achieve a target which was
being warned by many as not to do s0.”

After finalisation of TSC report and 13" IC meeting proceedings heldon 13-

- 10-2018 whereby-all members finally recorded their opinions for pregaration

_of IC Report, the JS(W)Member IC has now is of the view that pemslof the

Aide Memoire-dated 21-06-2017 referred to in the World Bank letter of
13-09-2018 sated at para 2.2 (i) that: W s

Lt is essential to agree on a pragmatic timeline for commfss:’o::ﬁg of
the plant. Since Tunnel 4 will only be operated during the monthsJly-
October, the plan should be adjusted to get the plant ready in March-
April 2018 and get all things ready for full generation during 2018kigh
" ﬂo'w season, The construction sqh’edu!e of two contracts, Civil Works
ana‘lE'&'M',"‘shduld be updated-and- synchronised accordingly, and
milestones should be agreed between the two contractors and the
engineer for approval by WAPDA. This action was also- stragly
recommended. by the IPOE at their recent visit,” It revealed that the
Bank asked for making the unit ready in March April 2018 w get
benefits in.high flow season of 2018 by agreeing the miledones
between the two contractors followed by its approval by WAPDA The
. said advice of thie Bank was adhered to dnd the timelines were sgreed
. by the tvo: contractors with WAPDA which was got appmﬁe b
WAPDA Authority and accordingly Unit 17 was made ready in lhn:.J’:
2018 for getting energy benefitin high flow season of 2018 as is endent
Sfrom rhe. generation logs of Unit 17 where the energy was generated
from 93:067201 8 onwards until the unit Was out on standby yhes th
reservoir level dropped below 1400 ft.”” LYy

W e L
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It is clarified that JS(W)) brought the above stated fact from the record to a'_ssiét

in ascertaining the truth even up 10 the last moment until the report was not
finalised and submitted to the competent authority. . -

The above referred Aide Memoire of 20-06 2017 remains valid and may not
be termeid as foregone for the reason that the Bank during its mission held from
May 3, 2017 to May 26, 20 17determined that the target date of Commissioning
of Unit 17 in August 2017  was not possible, anid also further questioned
WAPDA's reported target date of December 2017, only because of which the
Bank cautiously advised to adjust the sctiedule and agree on a pragmatic.
schedule by making the units ready by March April 2018 to get benefits of
high flow season of 2018 i.e. June/July 2018; the same was gventually
followed by WAPDA, accordingly.

Moreover, the element of IPOE’s advice referred to by the Bank mentioning
bringing the plant in operation in December 2017 or January 2018 is. fraught
with danger and great risk, the perusal of record reveal that the phrase of
fraught with danger was-used by the IPOE with regard to use of plug on raised
intake without providing requisite structural stréngth for the lining of the raised

" intaketo withstand additional pressure of 10m in case of load rejection.

iti. With regard to the above opinibn of the JS(W), the IC observes that it is too

belated an opinion after signing of TSC Repott by JS(W) himself as member
of the TSC and also associating himself as Member IC subsequently especially
in the 13" meeting of 1C dated 13-10-2018, wherein, he too recorded his final
opinion contrary to what has been stated above as recorded in the minutes as
well as in the audio recording of the proceeding annexed herewith. Besides,
the IC draft report is under prepardtion’ by him since over two months and
-never this aspect has been raised before the IC in any of the meetings held
subsequently. Even otherwise, perusal of the referred Aide Memoire, it is
evident form para 2.1 (i) that this Aide Memoire pertain to the planned
‘commissioning of Unit in August 2017, which the Bank observed that the

target date will not be met and WAPDA inforined that the new target date is

. December 2017, Besides, vide para2.2'0f the referred Aide Memoire, the Bank

clearly advised and observed that it is not possible to meet the envisaged

* . commissioning: -

“This s a globally established principle of interpretation of documents that a
fair ‘opinion- could only be formed by taking-all relevant docunicnts of the
particular matter- with reference to the context and it is most likely to be -
perilous to single out one particular document, disregarding all others by the

- same authors/scribe/agency holding the confrary viewpoint, as such the World

Bank's view point, advlice, wamings, alerts'and unquestionable decline to issuc
NOL for the reasons given in this particular paras are to be taken as their final

a £ ja——_

) e ok
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determinant and standpoint, Thereforo, ono pacticulnr roferenco, slneand more 4

rolevant in tho current discussion, is of no effect,

Besides, another universally accepted princlplo of interprotation I that prior
opinion formed by any institution, if subsequently roviewed or rcvin}cql, s to
be relicd upon in so far as the final opinion of that particular Instilution s
concerned, Quoting and referring to any statoment in Isolution and piccemonl,
by disregarding to tho overall context and tho predominant andd ultimate view
point of that agency is untenable. T hereforo, Bank’s eatlier suggestioals ol no

- gonsequence whatsoover in this regard.

As such this is a foregone matter and the current mattor of the targettimelines
emanate from the RCCS and CO-10 which spelled out the COD of Units 17,
16 and 15 as 25 Feb, 30 Apr and 30 May, 2018 and theroforo, basing now &
belated opinion contrary to what has carlier boen recorded in tho TSC roport
as well as in MoM of IC dated 13-10-2018 is incomprehensible Further,
referring to Aide Memoire dated 21-06-2017 which also recorded inpamgraph

34 following advice of W1 mission as under;

~ "“The mission was informed that WAPDA is lrying to bring the plant In
operation in December 2017 or January 2018. This is Sraught with
. danger and great risk (as advised by IPOE) without any benefils as
there is no waler available during that period for incremental
generation from TAHP - in fact the water to operate all wnits
simuitaneously would become available only in July
2018 for incremental generation firom T4HP."

Even earlier to tho referred .{\ide Memoire dated 21-06-2017, the Dmk vide its
etter dated 13-09-2018 addressed. to the JS(W) MOWR, did rder to the
Tollowing advice of the IPOE: _ _

“the Independent Panel of Experts (IPOE) conducted their
third visit lo Tarbela4 in March 2017, In their report issued in
April 2017 they advised that “..commissioning, guarantee

testing and operations can only commence during next year's
high flow season i.e. June/July 2018.”" - : 2004

Subsequently, the Bank in view of the above, unequivocally refusad 1o issuc

NOL for the revised CO-<10 of US § 5,7 milli ioni
the increased cost, million, questioning the benefits of

Further, in email from Bank Task Team Leader on A j
irther, ! ugust 1
I_}nector. for Tarbela 4, one of the major comments mi;fd hyofhioli:f i’fr{gect

Shamai awnja %a&r llnssnn// g ‘ W
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“The main question that is to be answered is what is the benefit of
bringing one unit on line in February 2017 versus the cost thatwould be
incurred. There would not be water available for running the unit and
thus no benefit. In fact, real testing under full head-would bedone only
in July/A ugust 2018 when reservoir is at design level for theseunits.

Once again in a subsequent WB mlssmn dated Scptembcr 21 - Qctober 20,
2017 and as late as February 02 — 28, 2018, observed that

“the removal of the downstream coffer-dam was on the critical path .
(Management Lefrer dated” Noveniber 7, 2017) as it would be
comp!:cared to remove itin time for commrss:omng of Unit 17.”

In wew of the above d:scussmn and series of réferences to which no rebuttal

' - oreven res;aonse from WAPDA has beenproduced before the IC or the TSC,
it is abundantly clear dnd manifestly established that the WB had never agreed

and allowed the rcfcrred dates by thie JS(W) in his additional note and

“resultantly declined 10 issue NOL

While d1sagreemg with the four members, tha other three memhcrs of the TSC
were of the opinion that

“fixing the date of before June prowdes the opportunity of benefitting from the
entire high flow season. In case it is delayed for a few days, the benefit of
commercial operation would be denied for that many days. Hence it is not fair
to cast aspersions on the intentions of the parties that jointly fixed the dates of
cammissiouing given in RCCS. Thus, questioning the RCCS at a time when
the project is achieving its targets and has started producing energy is not

"appropriate.”

. With regard to decisions 4 and 5 of the MOM the end of wet commissioning

and start of RTR was contingent upon the afore referred decision 1-3 of the

~MOM, that despite repeatedly required and ascertained, no one on behalf of -
* Employer/PD and Consultant ever responded or confronted the contents of the

Sllbjecl lelter of the Coniractcr

-

The VOITH, v1de its letter dated 14.03.2018, addrcssed to T4 CJV, did
lughhght the non- comphance of decision 4 of the MOM,; as under'

"1) Item 4 (cooling water low ﬂow) The first run of Unit 17 aﬂer CoD was

~ performed on Monday March 5" as agreed in the MOM of March 2", 2018.

' We had to siop operation due to very low open loop cooling water flow (<200

m’ of each pump). The Unit was performing well until that date, but suddenly
the flow was reduced without affecting the pressure at all. We have tried two

and three pump operation, only one, two or three heat exchangér operation_~

. - } W
awaja * far Hassan " Basharat M. Shahzad

Sh'.;mai
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“When the discharge flange of the fllter 3 was opuned, wa found that ik water
is contaminated with tmpurities, probably elay and/or others and this fact way
liindering the pumps from performing (please rfer to the pletures Fig 1 and

Fig 2)"

"It is clear that thesa lmprrities will laad to system disturbances and seoner
or later it will qffuct the turbina oparatlon and will make It impossible,

"zlﬂ'cc;ar_! JSrom operation with ch‘;*:yn,v‘:r!ar dare the components, Suchas TU
shaft seal water pump, open loop and close loop coolling water pumps (lotal
she pumnps),” _ '

“Wa have also found that the closa loop.water s

. : s contaminated,; I
Silling pumps for the potable water tank on thae roof of control b :flcfi;::;ra I{:z
not available, In the day of the visit of Prime Minister and two days beforethat

event close loop pumps ward clogged as well and we saw the

as of the open loop pumps.” same syeplon

“"As yon are awars, closed loop water shonld b

muddy water In tha elavated tank on tha to

i b P of control by

at qH. Affected from closed loop' impuritles are all the z;::-:.f:‘”;.li)? Mmub{f
as Generator, GSU-trangformers and governor coolars, " SRR

¢ potable as specified, the

e

Seoy PDIL m\,,ghmb“m ) ADnnaharnlM.S
: OMep FIA/Mocder [C
”J' /“"""'"-‘ :
Shelkh Alaf lifpnaln Bngn \ywed § Wb snabala
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“All these pumps have mechanical seals (carbon rings) and it is only a{
question of time when these will break, TU shaft seal water pump mechanica
seal has been damaged already three thnes and at present we do not have any
mora spares (please refer to Fig.3). We have already ordered spares Just to
make the operation of U17 possible. But U16 and U5 don't kave currently
any operational shaft seal pumps. All exlsting ones are leaking.”

soal wales puma

xii. According to decision 4 of MOM of March 2, 2018, it was agreed amongst the
parties to run Unit 17 on SNL (3-7 March 2018) on alternate days between
-17:00 to 18:00 hours to ensure its availability for inauguration proposed on 10
March, ‘2018; According to the compliance status of the instant decision
obtained from PD T4 HP,

“Unit 17 was operated as follows: :

* On 3 March 2018, the unitwas not operated due to Wet Commissioning permit
was cancelled on 03 March 2018. Not operated on 04 March because of fixing
of grid at outlet of head cover balancing pipe. On 5§ March 2018, start plus

. "given, As per starting sequence/logic, cooling water starts earlier than unit
running. Since cooling water flow was less than -required flow and Position
sensor Auto Lock close, therefore, unit was not run on 05 March 2018, On 07

- March 2018, Unit 17 was run up to the SNL from 1645 Hrs. to 1746 Hrs.”

xiii. The above admitted-fact by all reveals beyond shadow: of doubt that neither
was water available nor was of quality and that Decision No. 4 of MOM which

was a prerequisite to ensure Unit 17 ready for inauguration, was not
implemented, :

—

xiv. ‘With regard to decision 5 of MOM of March 2, 2018, it was agreed amongst

the parties that “on. 8% 9* March 2018 (between 1700 to 1800 hour for

duration of up to one hour) and on 10" March 2018 (time to be defined), the
*“unit 17 will be synchronized with the system under the supervision of Voith.”

; L © xv. Whilo providing the complinnc;a status of decision § of MoM of 02-03-2018,
) he apprised that “Unit 17 was operated on 8 March 2018, which remained
o synchronized with the system from 1620 Hrs. to 1632 Hrs. and 1716 Hrs. to

X B
%’ullmm / Ba&gh%‘%%

Shamail

R/Chairman 1C Secy {DR Div/Member 1C ADG/Rep FIA/Member IC
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Rep of NESPAK/Member lC/;(s ¢ ChairmarvREp PER/Sicmber TSC/IC 1S K&o\VRJh{entrberflSccy Ic
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! gl \» 17 was operated, f‘ema‘.”ed""y”d";’"i*?edf
[ . 1800 Hrs, On 9th March 2018, Umfjfj’ 7{;! HrS{)O” 10th March 2018, Usit 17

with the system from 1614 Hrs: 10 |
' e s opera);ed or{No Load from 1315 10 1505 Hrs. on load from 1505101508 :
and shut down at 1511 Hrs." i '

that the agreed action 10 opte the

i, iance status indicates !
, xvi, The above compliance sta 2 the unit available on the day of

" Unit:17 on alterate days for ensurin .
inauguration was not complied. . : ‘

, - 3 TS e B ding Trouble Reports

xvii,” (d); Voith letter dated 14-03-2018, read withprece LYo

- “a ¥ of earlicr datés vis.'06 March 2018 fssued by Chief Engineer (O&M) of [

" xviii, TheTSC at Paras 4.29 to 4.36 of its report quoted the contents of the VOITEL ' !
Letter dated March 14, 2018, wherein, inter alia, it was quoted that

“the current water quality is far away from the values of the contrad: At the !
same time, we are glso perturbed on.resorling 10 correspondence oimatlers
. which were discussed and clarified during the occurrence. Please beiformed |

that the VOITH does not-take any responsibility for the damage to the

[“ _ ‘equipment due to such bad water quality.”

S

xix. « The majority four members.of the TSC therefore established that letier of EM
Contractor provided a clear evidence of bad water quality which was causing |
- damage to various parts of the unit 17 and warn that these impuritieswill lead L 4
¥ . to system disturbance and sooner or later, it will affect the turbine operation
it - “and will make it impossible. The TSC, therefore, finds that the wakr quality
s o Rlee LT was of extremely poor and not fit for putting'the unit in operation. l

e T T —

xx. The TSC. vide paras 447 — 4,50 have established by -refaring to
. " contradictory statements made by PM T4 .CJV at different sccasions
" notably his letters dated03-03-2018, 27-02-2018 and his statements made
g . before the TSC wherein he hiad been issuing warnings t avert the

s E . ifiterruption inter alin in wet testing of other two. units yheress .in his 1 ;

written statements made before the TSC, he tried to change s earlier ‘
_ position and justify the operation of the plant in Feb-March 2018, The

= i _ TSC, Itherefoxi:,-cnnclmled vide para 4.51- 4,52 as under: EL

B : ) “During U7 wet comut issioning, we observed the water camefrom . “ |
. . upsiream pfzns!oc.k and intake was quite dirty with slit, soad and L
: _ \} ; others debris, w!;;qh had been flushed into some equipment trough _
e . passage way; and as a result, three water supply. ] [
_ were damaged due to the exiremely bad wmﬁ’;: i ;:,EPS of sheft sea |

L./ E . - [ . o L
|

e Te T TR

MoWR/Chairman 1C Secy PDR DiviM
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Potential risks are foreseen especially Jor MIV maintenance seal
since the operating chambers of movable seal ring was Jully filled by
the dirty water currently, Therefore, in order lo operate the 3 MIVs
safely and avoid any hidden visks.”

The other three members of the TSC dissented with the above stating that since

Unit 17 started and synchronized intermittently from 06-03-2018 to 10-03-
2018 and. afterwards on 08 June 2018 to 01 July 2018, and also, Unit 17
remained.in operation satisfactorily till to date, therefore, the stated bad quality
of water did not causé any damage to Unit 17. e

The JSW/Member TSC while reviewing now his earlier finding given in TSC
report has now recorded contrary view that “It is also observed from the log
sheets and the compliance status provided by PD T4 HP as givenin (x) above,
despite such non-compliance the Unit 17 was operated on the day of
inauguration fof 3 minutes. Such limited duration operation was to avoid any
damage to the turbine from the silty water which was taken into cognisance at
decision 3 of MoM of 02-03-2018.” b4

(¢); letter of PM TACJV dated 27-03-2018

Discussion and contents appearing in (v) — (xvi), being relevant to item (e),
may be read as an integral part of this aspect also.

The four members of the TSC, on this aspect, opined vide para 4.55 —4.56 that
this letter of T4CJV is primarily an evidence about the bad water quality
causing damage to the machines, as well as IPoE’s report of May 2018 stated
that “8 Problent with Silt at the Unit 16 MIV”, This problem was duly
witnessed by the IPoE reported in its meeting. of May 2018 to WAPDA.

The other threée members Were also of the opinion that the observation'of IPOE
is justified, it s the same observation that was given by PM T4CJV in his letter
of 27 February 2018 wherein he asked PD WAPDA to look into the possibility-
to raise the water level of reservoir to 426.7 m (1400 ft). This is also the stance

" taken by all three participants of the meeting of 02 March 2018, wherein they

decided not to carry out sustained operation of Unit 17 after achieving the

 status of ‘commercial operation’ but permitted the intermittent operdtion of the
" unit for a few hours up to 10 March 2018, The three members of the TSC,

therefore, did not agree with the conclusion drawn by the other four members
of the TSC that the quality of water was poor, hence one of the pre-requisites
of the formalitics to be fulfilled for Commissioning of the unit (Unit 17) was

not met, on the following grounds.

xxvii.

On this statement Mr, Gouhar Sharif and Engr. Jawed Saleem Qureshi

Shamail A

however considered that the facts reported at paras 4.32 and 4,33 dg not relate

e Pe—es CorL—
waja Zufar Hassan Basharat M. Shahzad
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ion of Unit 17 dated 02-03-2018 ]

to operat
hutdown.

to the ToRs of the TSC leading VP
' 4 subsequent §

and inauguration on 10-03-2018 an
of Water: After examining '

1C's Conslderation on uallty and Availabili i
C. the IC observes o0 ihe aspect of Quality and

the work done by the TSC,
Y ing the months of February

Availability of Water that the quality of water-during the,
" such which carried sediments and wood/bushes/roots and

and March was suc ;
frequently caused choking of cooling water syster leading to shutdown of
n the Minutes of the Meeting of 02- i

units, In.this regard, the deoision taken i
03-2018 regarding “End of Wet Commissioning and Start _Of Commercial |
Operation of Unit 17", s depicted below, heeds to be looked into. . 1

%_

'y
]
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Basharat M. Shahzad -
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Subjects Unli 11 ready rnr siart of Colmevelal-Operatlon/Handing nverof.
j 1 C;mlral Roomn [or Operafion (M:ulingwllh 'Voll'h gnd WA'I'DA) —
Project Tille 3 Tp,rmln i’th E;mu!ort ‘.I-lyl] rnpnwer["m}nl - owlnm. : M:’:g:;fé;"
Subjeet - fomlL! iTreﬂri’&; atar}.of am'" celali, . ]
%pergl‘lnnfﬂnnﬂfngq e;%fConlrn ou-h:i l”or; Troject Ro, Inng
| Oporsiion (muungwlm\-‘cll_hrnJWAPDJ}) - : 2
Locallou T4CIV Meoting Room . ?gﬂlfl :l' :!.'l};'m‘ Oiﬁy
cellig | ;
Present | EWAPDA ' . R s
LTEIN . . See Attendonéé Sheut Ann&i.‘m_
-[vorm " | T
- =
“"”"““]“d by . : S Th&Pm]'chMuanqr-’]‘{(’:]"\r Ofﬂcé,'l‘arbsln4 Exlmln:b
- .ﬁer[&thnnngar b‘-f‘?"“‘_‘-"*’“-"?‘ : j‘ilydrn.‘l’qwerf'f&]gil TR e

tem

Polntsmxnussudh\gread k. | Adsiny 'J;g-'j.l'

Sy

L

I. T4CIV informed thol s per Sub-Clausp.3.37:)3.2:(Vel. 24
Chapier 3:Goharal Project Requirsménis) Uit 7 Is requiredia *
bo run by Ei;h.ph.:gﬁr"..s'.iial'fdu_rlﬁ_g rellabillry test perlpd uider the
supeivision of Conlracior, I-‘u_rhfenﬁoré o3 per CO 10, Unil 17 wet
nomrﬁissioriing' (reddy for llalln‘hliily Run) Is-0iis of the
Milesiones and'requesied WAPDA to tnke ovér the Coniral Room'
for Commercial Oporatlon and Rellability Rui f Unli. 17,

s 2, Paitles (.vqlrﬂ.‘jtc:cw and WAPDAY sgrocd that Wet
; Cnmmh:_i'c_i_;ﬂqs lcsls on l:lnli l.'i"]myg beon :‘pm}ilﬁtbd.uﬁd;'

Unit L;)' s 'rendy'bf'ﬂ'?. Mar 2018 for start-of Conhicrolal
Opr.rnll.on nnd Relubllll)\- losl fis-per- Conlncl and CO 10,
Cor.!rol Toom Iy nlraady hindod dver loday 02™ Morch .
2QI3_ aRornoon to WAPDA ot Operatioh,
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xxlx. The TSC's ﬂndlngs on {he above minutes as givcn under para4 20 (a) to U)
nro glvon bolow,

0.

Prima fuclo the Consultants (T4CIV) informed in the meeting that as
por CO-10, Unit 17 wet commissioning (ready for Reliatility Run) is
one of tho Milestones and requircd WAPDA to take overthe Control
Room for Commercinl Operation and Reliability Run of Unit 17.

_Dartics (VOITH, T4CJV and WAPDA) agreed that Wet

Commissloning tosts on Unit 17 had been completed and;
i, Unit 17 was ready by 02 Mar 2018 for start of Commercial
Operation and Reliability test as per Contract and €O 10.
il. Control Room was already handed over today 02™ March 2018
aflternoon to WAPDA for Operation,

‘The pattlies also recorded their agrecment to run Unit 17 on SNL (3-7

Margh 2018) on alternate days between 17:00 to 18:00 hours to ensure
its availability for inauguration proposed on 10 March 2018,

. It was finally recorded that on 8™, 9" March 2018 (between 17:00 to

18:00 hous for duration of up to one. hour) and on 10® March 2018

. (timo to be defined), the Unit 17 will be synchronised with the system

“under the supervision of Voith.

s D

Before commenting on above; following documents are essential to
take into account: .

i, World Bank's email of 10 August 2017 written by Mr, Masood

“Ahmad ,to

- Mr, Sohail the Pl'Q]BCl Director T4 LIPP (copy attached) where

the Bank in response to the email of Chief EngmeerlProject

Director T4 HPP dated August 03, 2017 raised .one of the
-fundamental questions, as quoted below:

"“The main question that is to be answered is what is the
benefit of bringing one wiit on line in February 2017
versus the cost that would be incurred. There would not
be water available for running the wnit and thus no

Shn.mnll M

Sccy WR/Chairman IC

ai’f/:-é/—

hmkh AltafHussain

Rep of NESPAK/Momber IC/+fy o Chisirman/Rep PE

% " Basharat M. Shahzad

'Seoy PDR DiviMember IC ADG/Rep FIA/Member IC
Achnantirslialn
Engr. Jaje ‘:Sé%m Syed M. Mehar Ali Shah
ember TSC/IC 15 MoWR/Member/Secy 1C
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_ iz« g B : I fac; eal tosting underﬁdf head would . be
, _ _ . Ibenef it, In i August 2018 when reservoir is g
; : done only in How benefits would be

' : hese unils.
s . o design level foe it gt line later say March or

rst unt ‘
- jﬁ‘eirf:eiﬁumrs come on line in May/June 2018, what
rsp ;:e consequence of that in cost and any commercial

-serflement that is being d:scussea'

inter alia mtnmated by the Bank to the

MoWR vide its letter datcd September 13, 2018 when the
 MoWR requested the Bank to provide certain information vide
" itsletor bearing No. 2(2)/2017-HP dated 09-09-2013.

ii. The abd\‘fc point was

iii.’ ;Morcovcr the Bank also referred to, in its above referred letter
| of September 13, 2018, its advice given vide Paragraph 3.4 of
'Hs Alde Mcmmrc datcd .Tune 21, 201’? which is quoted below:

Aeis @ "The mission was ny"ormed r}m! WAPDA is trying to

/| bring the plant in operation in December 2017 or
: i - || January 2018. This is fraught with danger and great
E .| T risk.(as advised by IPOE) without any benefits as there
S LR ..ot b isno water available during that period for incremental _
' ' Vg genération from T4HP in fact the water to operate all
units simultaneously would become available only in
‘ ‘ Ju!y 2018 for incremental generation Jrom T4HP”

[

n ™ [r——
L - .~ -

f °'In order to understand thc above: propos1t10n in the complete context (%
given above ) PR Y R

[—, . ; et : | Tl o i, Whei'eas the Bank was-in first instance circa June. 2017 giving
- T its clear advice to WAPDA on its efforts to bring the plant in

. operation in Dicember 2017 o January 2018 that WAPDA's
N said-plan is fravight with anger and great risk (as advised by

o P o 0 JPOE) without any benefit as there is no water available during
i F e " that period for incremental generation from T4HP - in fact the

water 10, operate all units simultaneously would become | 4
available only in. July 2018 for: |

L

.
S
.;,_.-;

‘incremental generation from 1'
TAHP, and tmietal B |
- : ‘. * / =
Ls 1 AR : —_—
Zafar Has : / : 6
san
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i. subsequently in August 2017 questioning WAPDA about the
benefit of bringing one unit on line in February 2018 the TSCis
unable to comprehend WAPDA’s motivation o fix the
Commissioning date of its all three units before June/July — the

high flow season 0f2018

" Unit 17: 25‘Feb 2018
Unit 16: 25 Apr.2018
Unit 15: 30 May 2018

g The above observation of TSC can be better understood only without
taking benefit of hindsight as it was riot available to WAPDA’s decision
makers in July 2017, The only wisdom available with WAPDA and its

consultants. in July 2017 were the advices rendered by the IPOE in
March 2017 and the World Bank in June 2017.

h. 'As mentioned above, without paying any heed to such unequivocal
' ﬁdvidesby the IPOE and the Bank, there seeins no other motivation
- except any extraneous influence to bring the units in a position where it
can be declared that Wet Commissioning has been completed, hence the
Units are now in Commercial Operation — at such a time when it was
injurious to release the water into the turbines when the water was
~ carrying heavy loads of sediments owed to successive decline of
.. reservoir level at a faster pace due to release of stored water for Rabi

~ crops, and the reservoir level being at the Dead Storage level. .

. Besides above, the TSC also dbtained from the PD T4HPP the status of

compliance of the decisions of meeting of three partics vis. WAPDA,
- T4CJIV and VOITH recorded as items 4 & 5, wherein the PD provided
~ - the compliance status which is given as follows:

C

"J | Point |. Description . £ Comphance Status
Lo R Parties agreed torun. Unit 17 was operated as foHow.i'
| e s .| unit 17 oni SNL (3-7 1. On3 March 2018, the unit wasnot
kid ‘ LI | March 2018) on operated dué to el Conimissioning.| -
_ . w El ‘alternate days between |  Fpermitwas cancelled on 03:March
- | — e | 17:00¢t0 18:00 hours 12018 Not operated on 04 March
£l N : . «, I to-ensure ifs : because of fixing of grid at outlet of
4 - availability for ' head cover balancing pipe.
Zafur Hasfan ' Basharat M. Shahzad
¥ Secy PDR Div/Member IC ADG/Rep FIA/Member IC
7 g >  setaialiateab
Sheikh Altaf Hussain Eng awed/S m&mhl Syed M. Mehar Ali Shah
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o X S ____-——--] On 5 March 2018, start plus given. | k
[ . inauguration PB%MM " js perstarling seq::ence{fogfc,
on I_O Ma ',’ch 2 cooling water starts earlier than wnit

Since cooling water Sflow
n required flow and
or Auto Lack close,
¢ was not run on 03

running.
“was less tha
Position sens
(herefore, uni

March 2018. :
3. On07 March 2018, Unit 17 was nn

up to the SNL from 1645 Hrs. to 1746

Hrs.
Unit 17 was gperated as follows:

- On 8" March 2018, Unit 17 was
operated, remained synchronized
with the system from 1620 Hrs. lo
1632 Hrs. and 1716 Hrs. to 1800

5 | Ond&", 9" March 2018
(between 1700 to 1800 | 1.
hour for duration of up “
to one hour) and on

o g R 10™ March 2018 (time
’ to be defined), the unit Hrs.
17 will be 2. On 9th March 2018, Unit 17 was

synchronized with the operated, remained synchronized
system under the with the system from 1614 Hrs. la
: supervision of Voith. | 1701 Hrs. i .
” . ' : T e a 3. On 10th March 2018, Unit 17 was
[ : : N ; g . operated on No Load from 1315 o

. ' ' o = 1505 Hrs. on load from 1505 fo 1508
and shut down at 1510

< % Pemsal_.df above status indicates that according to the agreement
| _ _ between, the parties the unit had to be operated on alternate days from
S 3 C o3 7" March 2018 whereas according to the compliance status
s s e o om g sees g B furpished by the PD it vas run only on 7" March 2018 and remained

. * ¥ ey
= 2 . = Ak :

© . ' . closed on 3" and 5™ March 2018, i Which'thie nofi-operationon S of-

LJ . ! . X - YL B P T .
o F e g March_\‘f?{s,dut? to non-performance of Auto lock, With regard to non-
{, _ operation on 3™ March, it was stated because the permit of wet
. commissioning was valid until the 3™ March 2018,
L o B o Pl T Concluding the discussion, the TSC has given its finding on the water quality ,

e History/ Lesson Leamt from

Car past — paras 4.63, 4.81
o ioE reports ~ para 4,20 e (jii), 4.56p -
e  World Bank advices — para 4.20 e (i ii i)
o Water level — para 4.3(a) ST

g CxM~

Basharat M. Shehzad !

| wntér quallty: Refer following paras; J

' yidepara 6,01 (i) (8 177 _ [
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o TA4CIV.lolter 27-02-2018 — para 4.05 and 4.45
o “TACIV letter 27-03-2018— para 4.53

% The above references provide ample evidence that quality of

" water during the months of February and March was of such
quality which carried sediments and wood/bushes/mots which
frequently cause choking of cooling water system leading to

. shutdown ' of units. JHence the .formality” for’ Havidg=free of ™

-: ' hazérdous. .. amount-~of ~sediment - and  wood/bushes/roots

l “establishes was not fulfilled that formality of putting the turbines”

in operation. 7 ' , '

|
|
{
H ' . +» Existence of low reservoir level in February eithier at or in the
' vicinity of dead level coupled with the sediment build-up in front
of the intake (as réported by the IPOE under para 4.56) because -
~of no release of water from T4 during last four years of
_ - construction. period leaves no doubt that the water quality was
[‘: bad.
¢ Tn spite of the history, available data and reports of 1997,
‘WAPDA did not learn from mistakes and it went ahead with the
- commissioning of the plant in adverse conditions of silty /
muddy water and low/ dead reservoir level.

- %+ Independent panel of Experts (IPoE) advised in their Apr-2017
Report,”...... . Commissioning, Guarantee Testing and
Operations can only commente during next year's high flow
season i.e. June/July 2018”.

+ World Bank advised (Paragraph 3.4); “The mission was

informed that WAPDA is trying®to bring the plant in operation

" in December 2017 or January 2018, This is fraught with danger

. and great risk (as advised by IPoE) without any economic

benefit as there is no water dvailable during that period for

_ incremental generation from T4HP - in fact the water to operate

- all units simultancously would become available-only in July

2018 for incremental generation from T4HP”, Ref: World Bank
Letter dt 13-Sept-18 :

b -~ - . . < Quite true-to World Bank, IPOE and Consultant’s advices, it was

| & : - observed that reservoir. level remained below 14008 from 25"

' : . February to 4% June 2018, Onwards it was above 1400ft for

smooth arid sustained operation till 2™ Jaly 2018. It would have
been prudent to carry out wet commissioning in June — July-

" L ' ; 1 — i G\%f\ a4 _—
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period o8 adviscd, for uninterrupted sustained operation withoy .-
giving any acceleration to contractors.

i * uni was started on 20th February and
cwogptzf:hninufnuﬁ:u:l? 2018 on short runs of !urbina mostly
yanging from 00:03 minutes to 00:45 minutcs on silty and muddy
water flowing tll_rough it, Turbine remained out of ‘opcrazmg
ftom 3™ Miirch to 7% March 2018 and was in operation on 8
March for 0:02 & 0:35 minutes and on 9th March for 0:46

minutes,

On the day of Inauguration, the turbinc was synchronized only
for 3 minutes and remained shut ill.7"" June 2018, If the whole
operation from 20" February till 10'™ March was not forced, then

 why was the.turbine remained shut till 6 June 2018.

The unit was supposed to.be in operation for RTR and
generating clectricity afler COD but because of the water at dead
level, sustained operation could not take place. Hence the hurry

_to declare COD on 2™ March 2018 gives clear understanding

Feserveir Level (M
=
-4

1400 ¢
|.3%0 i

(
i =
Bl g'
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that WAPDA was targeting 10" March inauguration by all
means as the plant remained out of operation after synchronizing
for just.3 minutes from 10™ March to 7" June 2018.
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Chart: Tarbela reservoir levels, Unit |7 operation and relevant events during Feb-Sep 2018
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% “TSC is clear that" WAPDA's deccision to go for the
Commissioning/ Inauguration of the plant was inutter disregard
of significant concerns on the project. TSC while finalizing the
report and conclusions gave due consideration to mterviews and
documents provided by the stakeholders, specifically the
following aspects to'réach to the decision” .

xxxi, Besides what has been stated above under para xxx regarding the TSC Report,
the IC further took note: of other materials and observe that the World Bank’s
-email of 10 August 2017 written by Mr Masood Ahmad to Mr Sohail the
Project Director T4 HPP where-the Bank in response to the email of Chicf
Engineer/Project Director T4 HPP dated August 03, 2017 raised one of the
fundamental questions, as quoted below: .

“The main question that is to be answered is what is the
- benefit of bringing one unit on line in February 2017
versus the cost that would be incurred. There would not
be water available for running the unit and thus no
benefit. In fact, real testing under full head would be done
only in July/August 2018 when reservoir is at design level
: _ - foe these units. How benefits would be affected if first unit .
i : ..comes on line later say March or April the all units come
on line in May/June 2018, what is the consequence of that
in cost and any commercial settlement that is being
.discussed.” 2 O

xxxii. Foregoing in view, it is inconmiprehensible as to how had WAPDA Authorities
-gone ahead with the project’s Revised Co-ordinated Construction Schedule
~ fraught with dangér and most likély losses being forecasted and conveyed to
~ the WAPDA, in the absence of' NoL from the"Bank. WAPDA despite having
. been confronted has not been able to give any reasoning/justification in this
-regard, The relevant excerpts of the World Bank’s letter dated 13-09-2018 are

as under, : oA '

“WAPDA. ~went ahead with- further discussions with
‘contractors "during June and July 2017 and dgreed a
«coordinated consfriction schedule with Voith and Sinohydro
s, ~ with the following Commercial Operation Dates: Unit 17 -
S Do & & February 25, 2018, Unit 16 — April 25, 2018, and Unit 15-
. ' ' © "May 30, 2018. The agreement included a revised CO-10 of
L S s $5.7 million, which was issued to Voith on July 31, 2017,
b okg  F 3w L - Details of the process from contract start to issuing of CO-10
' s described in detail by WAPDA Reportl, dated August

2017, and in Quarterly Progress Reports.” ‘
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to the World

“The request for NOL for CO-10 Wa:‘i'_]f(’fg:fnicgi A et s "
Bank via email on August 3, 2017. The sed cost. In emil :

NOL qﬁcstibning the benefits of the mcrelo o éo Prjct
from'Bank Task Team Leader o Aungust 1V,

j isedb
Director for Tarbela 4, one of the major comments raisedby
the Bank was:

uThe main question that is to be a?swgre; r; u:::at :; {;;:;
benefit of bringing one unit on line in 1€t rym A
versus the cost that would be incurred. T?aere woz

be water available for running the unit ana’d{b u; no
benefit. In fact, real testing under full hf%m."f woul be !on;
only in July/August 2018 when reservoir is al design lev

for these unils. S

“The Bank missions of September/October ?017 and
February 2018 highlighted the delayed completion of the
raised-intakes: for Tarbela 4 and Tarbela 3 (see Management
Lotiers dated November 7, 2017 and March 6, 2018).
WAPDA presented a solution to finalize the two raised
towers in dry season 2019/2020, without losing the
production of power during the high-flow scasons. TheBank
has informed WAPDA that the current IDA credit covering
the civil works for raising the towers is closing on December
312018, and WARDA, via EAD, needs to send a request for
extension to utilize the femaining funds.”

“The Management Letter dated March 6; 2018 requested -
_ further analysis to inform decision on the future operationof
the intakes. The fourth TPOE visit in May 2018 confirmedihis
request. The recent problem with accumulated silt and mod at
the outlet of the draft tube gates has accentuated the
jmportance of sediment management for the Tarbela damand
its operation, The Bank would recommend that the IPOEand
appropriate technical experts examine the causes far the
accumulated sediment at the draft tube outlets, which will

?mvida ‘guidance for decisions on future operation of the
intakes.and generation units,”

xxxiii, The most worrisomé aspect of the entire above extremely alarming state of 1.
affairs is that the saner voice and expert advice of Independent Isemational - \
Panel of Bxperts' especially engaged on hefty payments from de sitional
exchequer with acclaimed global contemporary technical 'k;uo‘hjgc and

|

s} a6 .",‘""“ b 'of-’.rep uted series of explicit and unequivocal wamings ‘1
|

t
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.administered by the World Bank not only were utterly dxsregardod and prOJect
. timelines werenot rescheduled to the flood season of 2018 i.e, June/July 201 8,
in order to doubly reassure smooth and hazard free oporatlons ,

. Xxxiv, Another mattér of concern is that WAPDA did not evén bothor io respond to .
! ; any of their above comniunications as is evident from the following excerpt of
i the World Bank lettcr datod 13-09-2018.

I “The Bank has since !hen not recewed furﬂ: er ugformaﬂon on the
; I matter, The Bank via email requesred an updare on August 17,
I 201 8, but with no response.’ -

Reports of 1997 and 2000 on_Sedimentation, In this regard, the four
members of the TSC gave finding vide para 4.81- 4.82 of TSC report that the

historic lessons were available with WAPDA which were-adequate to know
' the fact that during the month of March in those years when water availability
is less and reservoir level reaches to its ‘dead level, the problem due to
sediments and trash poses serious threats to the system. The TSC therefore
{ finds thot this factor should have been taken care of while deciding the dates [ ~. -
i for wet testing/commissioning of Units of T4 HPP, The operation of Unit 17
1 indicates that while expériencing the problem of sediments and
trash/wood/bushes the operation during wet commissioning was made for
| : - shorter intervals. Despite the said care, the choking of cooling water system
¥ was noticed reported vide Voith letter dated 14-03-2018 as discussed above.

| ‘ £
F XXXV, Another relevant aspoot of the mattor conmdorcd by the TSC is_Tarbela

l o "~ xxxvi.. The IC perused the TSC's reports as well as examined the record comprising
— ' : documerits, correspondence ct¢. and determined that the ﬂndmgs of the four
members of the TSC Which are based on the conclusions given at para 5,01

} [ - " - above read with 4.03 fo 4.20 of TSC’s report of October 2018 are plausible

J ! " and the contractual formalities to put the Unit 17 in operation were fulfilled

ra R ' ‘without taking into consideration the compromlscd water quality that is

& 5, : associated with the low water level in the reservoir which caused entry of wood
Ly _ ' " bushes and rotsin to the turbine and caused chokmg of cooling water system,

~xxxvii. The said water quality was conﬁrmed by the Employer, Consultant and’ the
; v """ Contractor as not fit for turbines’ operation in-para 3 of the minutes of their
' ) meeting held on 02- 03-2018 as reproduced below:

XXX viil. “Employer, however, stated th'lt under the prcvallmg circumstances (Non-
_availability. of water and Reservoir bomg almost at dead level), it is not
- : . advisable to carry out the reIlablllty test for safety of the new Turbine, Parties
goe ' ' " agreed for a suitable time, subject to favourable conditions, to start the
rehab:hty rest on Unit' 17, Date to be agreed mutually as per prevailing
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xlii.

xliii.

xliv.

xlv.

_the COD for Unit 17 on March 02,

. 08-06-2018 (sco chart contained in pora 5
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TARBALA fmerﬁnsr(m.'fmxopown RO YR !

X week before tho st
ciroumstanges, Bmployer will inform about ono art of

qui“b““y TOSL"
tivation for declari

to cumpruhcnd the mo ! e

tho 1C I8 unnblz" 2018 when tho encrgy generation was only
nt from the record that the Unit 17
bility of waler/reservoir level

Forogoing in viow,

oxpocted in Tuno/July 2018 o8 is ovide o
remained olosed for 100 days due to non-ay
with offect from 02-03-20 18 to

01 (a) (iii) 8) 08 well as forecast and
timely convoyed by the WB and JPOE. ‘

Besides, the IC also holds the opinion that the decision of completing the Wet

Commissioning to declare the Commercial Operation Date was made in July l
2017 whilo disregarding tho advices of IPOE and the World Bank who alerted

ot that time that in the month of Febmary 2018 the water will not be available,
World Bank also enquircd WAPDA to explain the reason bascd on cost-benefit l
analysis for fixing the Units operation date before the high [low season of2018

i.e. June/July 2018.

The above observation can be better understood only without taking benefit of .
hindsight as it was not available to WAPDA's decision makers in July 2017. | 5
The only wisdom available with WAPDA and its consultants in July2017 were =
the advices rendered by the IPOE in March 2017 and the World Bank in June |

2017.

Another important formality which was réquired to be fulfilled was removal
of downstream coffer dom —a temporary obstruction created to cordon off the ‘
area for. keeping. it free from waler for undertaking construction aclivities \

below the powerhouse, Due to non-removal of the-cofferdam, the silt which

was being released from the turbines continued accumulating in the tailrace

pond of the T4 HPP and eventually caused blocking of gates of the draft tubes \

when the plant was shut down on 05-07-2018 after the incident of puncturiog

of dewatering valves. '. l ;

The IC, therefore, determines that the avajlability of water quality suitable for '| .
operating the nits as being the foremost pre-requisite wasnot available, hence * s
the operation of units in the absence of : conducive environment was & \
premature action decided by WAPDA, Consultants and the Contractoss.

Thelfour-membprs of the TSC vide pprﬁ'd,ﬂz_of the TSC Report gave theif
finding on water quality that “The TSC !Herefore finds that this factor should

3

have been taken care of while deciding the dates for wet testing/commissioning

; fhs,prabfem of sediments and trashhvood/bushes the operation during wel

; . |
“of Units of T4 HPP. The operation of Unit 17 indicates that while experiencing l

A
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" commissioning was made for shorter intervals, Despite the sald care, -the *

choking of cooling water system was notlced reported vide Vollh letter dated
14-03-2018 as discussed above," :

Contrary to the opinion of the majority four members, the three members of
the TSC gave their view vide para 4,83 of TSC report that “necessary care
was exercised by deciding that the Unit 17 will be operated on ‘Speed No
Load’ on alternate days up to 3-7 March 2018, and subsequently for short
durations on 8-10 March 2018. Further the lower performance of cooling
water system was due to lack of cleaning of strainers and hydro-cyclones,
which are usual O&M matters, It Is to be noted that afler cleaning was done
the cooling water system performed perfectly without any problem,”

In view of the above discussion on water availability and quality, the IC
endorse the opinion the majority four-member viewpoint of TSC as recorded
vide xxxii above, whereas two members of the IC vis SAH and JS(W)
dissented with the other four IC members, SAH maintained his carlier
viewpoint as recorded vide para xlvi, above, Besides, the JS(W) added his
additional note as given in the ensuing paras of this aspect. With regard to the
below additional note the JS(W) explained that he had reviewed his earlier
opinion given in the TSC Report, after examining in detail the relevant material
and information and he felt inclined towards the finding given by the minority
members of the TSC as plausible based on the following reasons.

a. The parties including mention of the fact that prevailing conditions are not

suitable - for RTR reflects that the project authorities along with the

. Consultants and Contractors taken cognisance of bad water quality, Hence

the Plant was not operated after 10-03-2018 until the water level increased

to 1400 ft in June 2018; the plant operation after 10-03-2018 restarted on
08-06-2018 without any trouble.

b. Existence of low reservoir level in February either at or in the vicinity of
dead level coupled with the sediment build-up in front of the intake (as
reported by the IPOE provided under para 4.56 of TSC’s report) because

.of no release of water from T4 during last four years of constriction period
- leaves no doubt that the witer quality was bad. It is however observed that
. given such bad quality Plant.was kept stand by to. avoid any'damage.

¢: In view of the history, available data and reports of 1997, and the
~conditions observed when the Wet Cormissionirig was completed,
WAPDA did not'operate the Plant to avoid damages associated with the
silty / muddy water and low/ dead reservoir level, The completion of Wet

- Commissioning was achieved on 02-03-2018 which was the day on which
Tarbela reservoir touched its dead level of 1386 ft, Though this level was

. higher than the level defined in the Coritract i.c. 1378 R, yet in view of silt

et Ao Chal
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. Independent Panel of Experts (

~ Ministry of Water & Power with copies endorsed inter alia to Chirman

Lol Jfor Completion_of T4HP: Since it is not possible mmeet the

SECRET

IVESTIGATIORER gy TR '
ARDELA 4™ mms:omnmopmmmg 4
) i hsultants and the Codig
noticed in the turbine flows, the Employers con tor

i RTR which was a prudent dision
aareed to not to operate the Unit 17 for K2 :
¢ Eravoi d damage EJ the turbine assoclatqd with the continuous operdion ag

required under the RTR. -

IPoE) advised in their Apr-2017 Eport, ".

i Commissioning, Guarantce Testing and Operations ca only

commence during next year _ : -
this- effect, as described above, RTR and Guarantee Testing opmlions

were started during the high flow season. As fflll‘ ag” Comimissiming is
concerned, it was done before when the reservoir

level and even above | ; .
generation of electricity during high flow scasonlwhlch _accordiu;_m the
Contract was considercd as the commercial operation as rightly adssed by
the World Bank in-its letter of Juné 20,2017 addressed to the Seretary

WAPDA in which the Bank stated as follows:

' 'g high flow season i.e. June/July 200", To L

level was abowdead || |
400 ft. By doing so the Unit was made rady for ||

“Consolidation of Acceleration Program for Completion of THP.
Since it is not possible to meet the envisaged comm issioning ofme
unit on August 14, 2017 orin January 2018 as now being propomd,
it is essential to agree on a pragmatic tim eline for commissioningof
the pant. Since T4 tunnel will only be operated during Joly-
October2017 for producing incremental electricity from Tarkela
hydropower plant, the plan should be adjusted to get the plant rsdy
in March-April 2018 and prepare for full generation during B8
high flow season. ..." :

World Bank advised vide 13-09-2018 and Paragraph 3.4 of TSCircport;
“The mission was informed thiat WAPDA is trying to bring thepfint in.
operation m December 2017 or January 2018, This is fraught ﬂdangar
:;:md great risk (a.s advised by IPoE) without any economic benefiss there
is no water available during that period for incremental generdim from
TAHP - in fact the water to operate all units simultaneously woullbecome

available only in July 2018 for jncremental generafion from T4E". Ref:

World Ba nk Letter dt 13-Sept-18. This-aspect is true as Cammercial
operation of U.mt 17 could only be started when it mmpleted
L March 2018 i.e. before thie high flow seasoaef 2018.
The opefation of Unit 17 was started accordingly in the high flar scason
i.e, on 08-06:2018 when the water was available and importantipthe Unit
17 was ready due to completion of Commissioning as advised bybe Bank
earlier on 20-06-2017 written to the then Secretary Ministry ofWater &
Powcr'a-day bcfore. issuance of the aide-memoire i.6. on Jux, 2017,
wherein the Bank inter-alia stated that "Cansoffdati:ou of Awderation
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envisaged commissioning of one unit on August 14, 2017 or in _-J:ﬂ?l:;z
2018 as not being proposed, it is essentia to agree on a pragmafic ::I! .
for commissioning of the plan. Since Tunnel 4 will only be'oga'are,d 'ugz Ig |
July — October 2017 for producing incremental electricity from Taroela
hydropower plant, the plan should be adjusted to. ger' the plant r_:ea:tv in
March-April 2018 and power for full generation during 2018 high flow
J season. The indeperident panel of experis (IPoE) strongly ::ecom_mended,
' ' and the Bank fully supports, this view which strictly adv':.md (i) not to
’ operate the T4HP plant with top ‘intake plugged with a temporary plug as
proposed under the revised accelerated ‘prograni; and (i) not fo 'do
simultaneous operation of the T4HP from both intakes at low arfd high
levels. Since commissioning of T4HP in January 2018 does not bring any
 benefils laking exiraordinary consiruction risks for the pupose are not

Justifiable.” :

P . f Inview of above, the Bank’s advice was permissive to get the Units ready
: in March, April 2018 fo get the full generation in high flow season of 2018.
The log sheets of Unit 17 examined by the IC indicatc that pre-
~ commissioning arid commissioning were completed and on 02-03-2018, as
it twas announced in the meeting that the Unit 17 was ready for power

d generation, Subsequently, the power generation from the Unit 17 was

1  started on 08-06-2018 which is the high flow season of 2018. Hence, the -
3 Bank’s advice was adhered to. By following the Bank’s advice WAPDA

g 1 became able to start RTR in June 2018 after having the Unit 17 ready in

I oy March 2018. :

. g Wet testing of unit 17 was started on 20 February and completed on 12
# . : - March 2018 on short runs of turbine mostly ranging from 00:03 minutes to
' 00:45 minutes on silty and muddy water flowing through it. Turbine
remained out ‘of operation from 3" March to 7 March 2018 and was in
operation on 8" March for 0:02 & 0:35 minutes and on 9th March for 0:46

: re e : 2 : 5 r's
’ﬁ & -* minutes.

s b On the day of Inauguration, the turbine. was synchronized only for 3

: T . @ minutqs and remained shut"till 7% June 2018. which is consistent with the

[ . ) v ~_ situation as not to operate the Unit for sustained operation due-to silt in the
i ' - water.- . CR ' ‘ :

i." The unit was supposed fo- be in “operation for RTR and generating
“ " . electricity after COD but because of the water at dead level, sustained-
' operation was not undertaken as per the decision of Employer, Consultants
: and the Contractor on 02-03-2018: Hence making the Unit ready before
o - . . the onset of high flow season in fact servéd the benefit of generation of
' electricity in the high flow season as in case the Unit would have been

q.l ) < i s ;

-1 -2 3 s u I Al' - .=l i 2 C%‘W
’! /‘éh}mﬂm Zafbr Hassan , - Basharat M. Sﬁaﬁzzd
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‘it wou

madé ready in the high flow season,
dpe;ation." . R

ntake as one of the Formalities [?l. i

Commissioning ofUni_t_l".-’ |
I . . ﬂ-s_tated that the matter of use of aﬁst'm i
intake had been under discussion hatwi:[t‘:; WAPDA, WO; ﬁizﬂ:;hrg‘q%;d

- Independent Panel of Experts (IPOE). The matter Was re n in
 its correspondence “REPLY TO WORLD BANK COMMENTS -RE IPOR
REPORT” sent via email dated 30 June 2017 to the GM Tarbela Dam Project

Mr. Arshad Pervaiz, informed as follows:

" i, The TSC vide para 4.73 of its repo

J—

_ A5 T4CJV has confirmed rn_:WAPDA_;;zat-bofh the concrete lining of
 the shaft as well as the bulkhead have been designed to withsland the
additional 10 m pressure due fo load rejection, IPOE has no objeclion
1o initial operation of the T4 powerhouse with the lower intake and
the. upper intake plugged with the properly designed temporary
bulkhead which is stated in the. T4CJV report to be capable of resisting

{ransient pressures.” o s -

ii. The TSC vide para 6.01 (D) (b) has given its finding as under

_“Refer para 4.73 vis. IPOE dt: 30-06-2017, IPOE on confirmation of
. T4CJV to WAPDA that both the concrete lining of the shaft as well as
- the bulkhead have been designed to withstand the additional 10
pressure due fo load rejection; IPOE has no objection fo initial
~ operation of the T4 powerhouse with the lower intake and the upper

- intake. g!uggg‘d ‘I}’I:fll_ the properly g‘égs;'gned temporary bulkhead ...”
%‘MMTHG_RbCNG proposition indicates the
}'“_f’_‘l fact that until May 20ﬁ)\ghen_ TPoE gave its report two months after the
inauguration, tmm plugging the lower intake-was not finalised and
was -go.ntmgent upon a-_studjn Notwithstanding, ‘with regard to safety of use of
_ lower intake for operation of m_]_lit 17, the IPoE conveyed their satisfaction vide
their report dated 30-06-2017, as quoted above. -

il

f. -Asp_ l_.’,C:f Rél_qﬁr_lg. to Rem‘nval of Coffer Dhiﬁ: '

- i, The four members of TSC opinéd that WAPDA being owner of the T4 project
determined itself the reason for jamming of draft tube gates as the partia
removal of cofferddm which is although rejected by the Civil Contractor,
however, WAPDA’s own determination is an adequate reference Yeeping in

l['_

ﬂC. M
. - Shei Mtafﬂﬁss/ain
. Rep of NESPAK/Member lC/},’jﬁ_‘-- Chairman/l{ep PE€Member TSC/IC

ld'havé delayed the comc'mial_

wal

{ view WAPDA’s realisation of the importance of removal of coffer dam
O.p
\%i‘a:an/ ’ Bam
Secy PDR Div/Member IC ADG/Rep FIAManbtr 1

Enge. el Sol m

Syed M, Mehar Ali Sheh
1S MoWR/Membarseey 1
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. recorded in the form of sc'rics of letters written by PD T4HPP to the T4 crv'’

since 06-12-2016 to 17-07-2018. . :

Whereas the other threo members had opined differently, while stating that that
complete removal of downstream coffer dam.is not one of the pre-requisites
required to be met for ‘Commissioning’ of Unit 17, as its non-removal or
partial removal would only cause increasing the tail water level; the mcreasc':d
tail water lovel would cause decrease in the minimum head of the reservoir,
which should not decrease beyond the minimum head defined in the Contrftct
(design range of head 75.7 m to 137 m), Ref. Table 8-2 Key Turbine
Parameters’, page 8-7 of EM Contract Vol 2A. The minimum head during the

" process of Commissioning was (1386-1112= 274 f1) 83.5.m, which is more

iii.

iv,

than the minimum specificd head given in the Contract of 75.7 m. Thus,
meeting this requirement of the Contract stands met, for the operation of Unit

¢ B

The TSC, however, vide para 4.69 agreed unanimously that sticking of draft

tube gates was associated with the complete non-removal of downstream
cofferdam. - '

The TSC vide para 6.01 (I) (c) hias given its finding as under

“Refer paras’ 4.61 to 4,67 and 4.69, it stands established that
partial removal of cofferdam ceased sediment transport from the
“tailrace area which eventually caused sticking of draft tube
gates. Before start of the Unit 17, coffer dam should have been
completely removed.” g

After examination of series of correspondence between Employer (WAPDA),

Consultant-and Contractor, referred to heré under the IC observed that:

a) The aspect of removal of downstream coffer dam is also important to

" be considered, The schedule of activities signed by the Employer, the

. Consuiltants and the Contractors, partial removal of coffer dam was.

. planned for operation of Unit 17 at activity number ‘M1038" titled

- . “Trench excavation/ partial removal of d/s cofferdam at side to balance
. waterlevel for wet commissioriing”, '

 b) AspertheRCCS of July:.ZO 17, the Project authorities (PD T4HPP) vide

“ his letters 31-01-2018, 01-02-2018,.06-02-2018, 23-02-2018, 28-02-
2018 had been repeatedly insisting upon the PM T4CJV to ensure .
submission of method staterment for cofferdam removal which had also
been emphasised in the.nide-memoire of the World Bank Mission

- visited T4 project on 12-02-2018, He emphasised that the downstream
v . cofferdam has been excavated to El 337-338 m (fhough without the

M %;?/ Basharat M. Shehzad

g Chairman IC " Secy PDR Div/iMember IC ADG/Rep FLA/Member IC

h p—H

Shoikh Altaf Hussain Engr. J}W Syed M. Mehar Ali Shah
T

Rep of NESPAK/Member 1C (75¢ Chairma EC/Member TSC/IC 15 MoWR/Member/Secy IC
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erit): I 1will be chalengip, [
statemerit): Further remova chalenging
close monitoring. The PD T4 HP]‘? in Bt lette,;
d to the PM T4 CTV stated that “Unit7 s

of 06-02-2018 addresse i |
022018 at 2100 hours. Tailrace wakr leye)
tested on no load dated 03 02 e ool |

increased aver/lowing e s ‘:j(:;?eﬂ.feo discharge design flowof the
" excavated for the purpose was 110 Taet
“turbine even at SNL. Enlargement of trench to pass esign flow of q
single machine, is utmost fmp;ﬂrtant J’_‘;'E:'_r U!;If JL Z fe(;ﬁr gg/gl_ﬁ?of:ﬁ; :
be directed fo increase pace of work 10 ¢ e dimession o
 the trench before 25 .02-2018, please.”. The PD T4 HPP in hisfurther
letter of 23-02-2018 addressed to the PM T4 CJV stated that"Today ‘
again, while. testing unit-17, tailrace water level rose tokl: 341
 ifiundating remains of /s cofferdam, though unit was not nfn_mdes:'gn
capacity. Raising of tailrace level not only reduces generationmpacity \
but is also detrimental to the machines. SNL run of unit-16 usfillowing
soon.” Even as late as end of February i.e. 28-02-2018 the paccofwork
_ on removal of d/s c/dam was very slow. The activity seemedto have l 7
( . been abandoned for the last several days and Employer’s cucern in ;
" ©* * .« this regard had been communicated several times. Apart, thedmming
impact of the c/dam is also interfering with measuring turbine l
efficiency. The PD further emphasised the PM T4 CIV to insstupon
the Contractor to come with a workable solution and injed=qired B
level of resources to complete the work in time. There is nomidence l = &
produced before the TSC or IC that as per the RCCS, the Unk17 was e
not ready for CQD, regardless of other variables, the dismasatus of 1 -
removal of even partial removal of c/dam as of 28-02-2018Ris thus
abundantly clear that as per para 2 of the PD’s letter of 28-022018 the
Contractor had not provided any workable solution to theisue of l
removal of d/s ¢/dam nor got approved from the Engina of the 5

approval of the meth.od
. job and would require

“workable solution and nor injectect the required-level of remues to-

“complete the work in time (Annex 8), The aforesaid revealstiatas per l

RCCS, the partial removal of coffer dam, as 4 pre-conditioafr COD ;

. of Unit 17 was not done by the Contractor. The certifications{partial

removal.of ¢/dam has not been produced before the IC «TSC to L

. establish the completion of partial removal of d/s c/dam bégone of '

the formalities. The root cause of Contractor’s failure and coglacency (

has bﬁﬁlll underlined l,?}'..thﬁ PD himself'vide his letter dated 17482018, L

as “Basic flaw seems originating from meeting held dated ZH2-2014 '

fixing mode of payment for lump sum items, As per said mating, the

Conractor was able to get away with 90% cost the lumpmm item \

., Without having to bother for the tricky job of removal of thesme. This )
~vanished Confractor’s- interest in- removal activity lackingfinancial

charm, Now after suffering from so much, the Engineer ismquested ‘ l

again to seek method statement from the Contrattor forsmplete

~ removal of the stmocture, please. Without complete smmoval of | 1

. : e C’ | 5
Shamail Ah awaja r Hassan | o |
Secy Chairman IC Secy PDR DiviMember IC Ensharit M, : l

ADG/Rep F1A/Mabar IC
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cofferdam, the DT gates seems to be position permaneht challenge A
during O&M phase of the pmjcct »

¢) The above referrcd partial non-removal of coffer dam hag also been
taken- due .note by the World Bank Mission (Feb 02-28, 2018)
observing that “the rémoval of the downstream coffer dzm was on the
critical path as it. would be complicated to remove ¥ in time for
cominissioning of Unit 17, This has been further underlined by the

* World Bank: Country Director’s letter responded to the IC at page 2

. vrde letter dated 13-09-2018.
- *_____._-—'—'_'_"

d) Vide PD T4 HPP letter datecl 12 06 2018 while referring to ten earlier
references of letters the PD T4 HPP sfated that basic essence of VO2-
R2 was to get the generation of all three units which is only possible
after removal of d/s ¢/dam. It is mamfest that the complete removal of
the coffer dam had also not been done as per the RCCS by 13-07-2018
and the said default was also observed by the IC during its visit to the
T4 project site on 08-09-2018 and no activity in this regard was in
progress on the site even two months_ after the due date had elapsed,

" which single factor, amongst others, as per the afore refémred letter of
PD had defeated “basic essence of VO2-R2 to get the generation of all
three units”, The aforesaid, therefore clearly establishes that both the
acceleration programme (VO2-R2Z and CO-10 (RCCS) could not
-achieve the planned/targeted timeline/achievement/dividends by
‘advancing the COD of three unifs at the additional payments made of
USD 48 million and USD 5.7 million, respectively, for reaping the

_benefits envisaged worth USD 350 million and estimated generation
for year 2018 as 2,525 million unis worth Rs. 22.72 billion ag depicted
in_para 2,13 and 2.14, and energy generation of 3,840 million kWh
generating revenue of USD 366 million (a reference slide No. 42 of
WAPDA's presentation to CCOE dated 19-12-2016). Besides, the cost
escalation due to delay in project completion would result into
estimated amount of Rs 14.billion as per the draft 1* Revised PC-1

_ submitted by WAPDA in"November 2019, As per WAPDA's draft 1%

.. Revised PC-1 the extension of time is bemg asked up 10 2021 as against

 the original completion of the pro_lect in March 2018. .

vi, 'Du_'ring p'rolougc‘l broceeding of IC spread over near 5 months as well as TSC
pmcecdmgs ‘and exanngx.‘iou 1o formal document or evidence was produced
' :befoze them establishing the pm '*-1 temoval of coffer dam although this is

correot that as per RCCS, partial removal 1 “nemﬁed for operation of unit 17

afar Hassan b7 Basha:&r%’l ohihad

~ Secy PDR Dl\'ﬂ\dembcr IC " ADG/Rep Fmimh =
Sheikh Allaf Fussain Engrl fa SaLp m Qureshi Syed M. Mchar Ali Shah

Rep of NESPAKmeber IC/‘,/ o ChairmaniRep PEC/Member TSC‘JIC JS MoWR/Member/Secy 1C
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"’m ns was perocwecl by the four membera of TSC

f all three units.

and not the comploto remo
which was however requircd for opcratmﬂ 0

Reports by the Mo‘riitori'n Consultants:

Vii. 4
- ertaining to the monthg

lho 34", 35“‘ and 36" monthly momtonng reports p
. February, May and June 2018 as well ag 13" Quarterly report of March 2013
: PICPﬂl'Gd by the Monitoring Consultanis wlnch stated
. hadbeen completed suocessfully Subsequently, the commercial operation was
suspended/plant not operated untll lhe reservoir reached to a certain level. With
regard to removal of coffer dam the momton ng report was quoted by the TSC
which stated that romoval of downstream coffer dam remained suspended due
to commoronal operation of T4 powerhouse it is expected that removal will be

oompleted after- Scptember 2018 subjectetl to stoppage of commercial

that wet: comnussmmg

operatlon of T4 Power units.

viii. The TSC therefore concluded that that this is evidence from the Monitoring
Consultants that the removal of downstream cofferdam was not achieved even
m Juno 2018 which was a pro roqulslto for the commercial operat:on

) ICs T I'Indin'g on I’re-Commissionmg nnd Commissloningl

: The' IC chdorses the TSC s ﬁndmgﬁ as contamed m 1ts roport v1do para 6.01
(I) (d) as undor - ‘~ . A - _——-- s

e “Refer paras 4,20 (a) to (d) and up to (J) the pre-commissioning and
: commissioning was completed successfully to the extent of dry and
~ wet fests however: dmregardmg the other fonnalltxos/pre—requlsxtes
mentioned at “a”, “b” and “c”; [i.e. (@)} Water Quality, (b).Suitability
“of éxisting vs. rawed fnrake, ,ahd (c) Re;nova! of downs
coﬁ‘erdam] " "

The ]C howe n{yqr,’ﬂ)und that tho finding . eoncermng tho pre-requisite “b"

relating fo-tfic use of existing intake was complied with according to the
}xpianation given in the'TSC report. As such the snme may be considered

¥ accordingly.
afar Hassan ; r Basharat M. Sh

PDR Div/Member 1C / ADG/Rep FIAJMcmbcr IC

p
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Sheikh Altaf Hussain Engr. Jawed Saleem Qureshi Syed M. Mehar Ali Shab
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was not conducted on full load due to non-availability of the requisite water
lovels as was being advised, warned both by the IPOBs and the WB repeatedly
and finding no response whatsoever from the Employer. The wet testing was

done only to 364 MW only on one day-,e, 22-02-2018 for 21 aad 15 minutes,

respectwely Whereas; for most of the’ time during wet commissioning it wag
on a load less thari 270 MW and could niot be tested at full loadie. 470 MW.

The aforesaid Whﬁ‘mmtlty‘vfmﬁécmﬁlﬁﬂd Tepeated

advice and warning being regularly Issued by the IPOEs and the WB to the
Employer that the WAPDA’s untenable and abortive plan to carry out the

-aforegaid exercise was not possnble in the month of February and testing on

full load could only possible in June/July 2018. As such the wet
commissioning could}xrmfbe conducted. load and COD was declared
after completing the Commissioning at parfial load. The JS(W), however,
stated that’ accordmm not associated with
full load testing. :

Thc COD was built in the T4 Contract and accordlngly so declared which was
exceptional in case of T4, whereas, in all other contemporary hydropower
projects COD is declared after RTR, ois the stage defined in the contract of

" the T4 as deemed to be achieved after completion of Commissioning (Wet

Testing) which is exceptional in the case of T4 only. The aforesaid
exceptional provision of contract was not even accepted by WAPDA itself in

- its daily hydropower generation reports being submitted to the Ministry until

the investigation was in progress as late as September 2018, wherein WAPDA

~ was reporting that the COD for T4 will be achieved after the conduct of RTR

(Annex 9).-‘When during the proceedings of the IC meetings,  the

JS(W)/Member IC was asked ‘to call thie Member (Power) WAPDA to

ascertain as to when the COD is declared on which he responded that the COD

. is declared after the completlon of RTR, When further asked as to how had

the COD taken place in case of T4 priof fo conduct of RTR and WAPDA is

©. still reportinig on daily basis that the COD had yet to take place after the RTR

he sought time to ascertain and xévert ‘to JS(W). Amidst the meeting the
Member (Power) called back and informed that in case of T4, COD had been

defined ini the T4 Confract affer thie Wet Testmg as an cxceptnonal case, When
- further enquired, he- confirmed that COD in case ‘of Neelum' Jhelum

Hyd:opowcr Project COD is defined-after completion of RTR. The aforesaid,
therefore, makes it crystal clear and beyond every shadow of doubt that the

" unusual and exceptional clause built i in the Contract of T4, which needs to
‘thoroughly probed. : ;

However, the three niembers of the TSC namely MAB, SAH and MAQB
differed with the finding of other four members ond held the opinion that in

view of their evaluations given in the preceding paragraphs under Section 4

L3 Fi FoN

-

s \ Ch

W , Za Hass:m
Secy MoWR/Chairman IC SCC)’PDRDWMcmbcrIC

Basharat M. Shahzad
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ADG/Rep FIA/Mémber IC
Sheikh Altaf Hussain . Engr, Jay le ureshi Syed M. Mchar Ali Shah
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completion of all formalities.”
Pursuant -to the fact that for operation of Unit 17 complete remoys| o f

cofferdam was not a prc-rcquisite, s _
was required-for operation 0 211 the three units. Given the fact, that U |7

was operated on 02-03-2018 after fuifilment of formality of partial remoy,
of cofferdam. :

The 1C also took serious notice on the pointation of AD G“I(T:IA ngar:dmg
making 90% payment to the Civil Contractor for,fhe activity “Completion of
downstream .cofferdam (Dew&}tcring 00“}[?1.5“-") WE rR Of. the milestone
payments under the V0-02 of USD 51 million ws_accele.:ranon pmgr_am,. at
the time of completion of downstream cofferdam only “'flthout appugmnmg
the payment of cofferdam activity into two stages vis consinucion an
removal as the activity of removal of cofferdam. With _t}ns' lopsidedschecule
of lump sum payment, the Contractor’s lack of motivation to remove the
.cofferdam at the set target of July 2018 was natural which eventually caused
the loss of sticking of draft tube gates. This aspect has been duly highlighted

by- the PD_vide his letter dated 17-08-2018 addressed to the PMT4 CIV

“Basic flaw seems originating from meeting held dated 27-02-2014

. fixing mode of payment for lump sum items. As per said meeling, the

Contractor was able to get away with 90% cost the lump sum item

- without having to-bother for the tricky job of removal of the sme.

This vanished Contractor’s interest in removal activity lacking
Sfinancial charm. -

a h _'
Now ﬂﬁéi’_.‘f,‘;pﬁ"erin'g Srom so much; theEngineer is requested again
o segk method statement from the Contractor for complete removal
of the Structure, please. Without complete removal of cofferdam, the

DT gates seems. to be position permanent challenge during O&M
phase of the project.” . : :

In view of the above, the IC fully agreed with the view of the ADGFIA that

“setting up of partial removal of cofferdamat a belated stage even for the

F23

operation of a single Unit 17 before 25-02-2018 was inherently anwdsirable
Jower threshold for the contractor with whom. the Employer bad already
agrocd milestone, for complete. remioval of cofferdam, fixed in theorigine!
VO-02 of USD 51 million (the acceleration progn;m) which wamanted
complete removal of cofferdam before 30-06-2017. The travesty ofthe whole
episode is that even the Contractor failed to' submit even a methodsatement

7

- Sheikh Allaf}lésn_in r . DngrjaWedS

Rep ofNESPAKMcmbcrIC/.ffg . Chalma

as late'as 17-08-2018,
i . .
T et kN
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ix. The upshot of thé above discussion is that setting a milestonc for partial ™

 removal of tofferdam under the RCCS before 25-02-2018 was inherently.
wrong and instead the Employer and the Consultant should have fixed
complete non-removal of cofferdam at the time of operation of Unit 17 and

no concession should have been given to the Contractor to remove the
cofferdam comipletely in a piecemeal manner extended up to July 2018, which
ultimately caused serious loss of energy generation in July and August 2018
associated with the sticking of Draft Tube gates in mud after puncturing of

_ dewatering valves in July 2018, Moreover, on one hand Contractor failed
[ : even to fulfil his obligation of complete removal of cofferdam even in July
: 2018 and on the otherhand refused fo lifting up of the stuck gates which was

[ A . a damage caused because of complete non-removal of cofferdam agreed in -
July 2018, Due to refusal of Contractor to lift the draft tube gates, the

~ Employer hired a private contractor at a cost of Rs 70 million to lift the stuck
E ' . Draft Tube gates. The loss caused to the national exchequer in the form of
l denied generation of hydroelectric power during the months of July and

. August 2018 equivalent to Rs. 22.72 billion as per details givenvide para 7.16

3! - (i) below; ‘and the additional payment of Rs 70 million made to the private
| 5 contractor is recoverable from the Civil Contactor, Consultant and Employer
proportionate to their respective roles, recommended to be determined

through a detailed probe by any agency, owing to the paucity of time and the

{ 5 . . magnitude of the task involved which IC could not carry out within the
. available time./‘
l 6.08 ' Thé aspect of decision making in terms of who and how the decision of fixing date

" of inauguration i.e. 10-03-2018 was made; The TSC in its para 420 to 4,27
discussed the matter in view of the replies of Chairman WAPDA and Member (Water)
WAPDA and also considered World Bank’s letter' of 13-09-2018 which includes

reférences to IPOE’s report and Bank’s. correspondence with WAPDA on fixing of
Commissioning date yhile referring to no bénefit in bringing the Unit 17 online in
" Febmary 2018 when practically there would be no-water available for generation of
hydroelectric power, However, the TSC has not rade mention as to whiether there is
: _ . any other statement of ay witness or matérials produced before the IC/TSC, having
A _ bearing fo determine the question involyed that who made the decision.

=

l 609 Tho TSC had recorded its findings in this icgard vids para 4.20 () and 421 to 427

l : S w420(q)  The perusal of above statements (of Chairman WAPDA and
Adviser Projects WAPDA) related to fixing of Comimissioning of T4 HPP, it is

o clear that after slippage of Commissioning of Unit 17 on August 14, 2017 the

. l - | new dates were fixed in a manner that the project may be Commissioned during
' | the tenure of the previous elected governmeit-which was due to be completed
* on May 31, 2018. O),Ihe contraé,r'}', the advice from the World Bﬂpﬁk andthe IPOE

Sqcy PDR Div/Member IC ... ADG/Rep FIAMMember IC

’ ﬂ_ /f > D “\HWW
Shamsaiﬂ Engt Jawcdm Syed M. Mehar Ali Shah
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March, |

- [ £2018, Ay
i 2 alandii ] /July high flow scason 0 » Aty
was to plan the commissioning mgjil:tnzg how the hydrology and other pigicy
Ssion' the project in February 2011,&::;3

above, without having the foresight &
efforts would make it possible to COMMUSEFET © i
appears no other reason to achieve a target which was being by mayas .

. not to do so.”

s (MAB; SAH, MAQB) felield on Begroung
R 14 : e status of ‘time at large’ thagreed

that “the decision brought the project from the sta ;
definite completion dates. The World Bank (WB) on an earlier proposal of VAPDA
which intended to bring the thre¢ units in December 2017/January 3 hag
commented that it would not be beneficial to do so as at this point in timess there

would be no water available to get any extra generation, The comment v valid;

Tn view of the above, the three membe

" however, the proposal which was adopted in RCCS was different which isnded to

bring all the units before June 2018” and gave finding that “it is cflear thtWB has
been taking contradicting positions with respect to the fixing of dtes of
Commissioning of the units of T4, Fixing the date of before June prides the
opportunity of benefitiing from the entire high flow season. In case it is delged for a

~ few days, the benefit of commercial operation would be- denied for that may days.

Hence.it is not fair to cast aspersions on the intentions of the parties that joy fixed
the dates of commissioning given in RCCS. Thus, questioning the RCCi#a time
when the project is achieving its targets and has started producing enap is not
appropriate.” . ET ;= :

In thig' régard, on queries made and infdnnatipﬁhepmit_ providad by the

* JS(W)/Secretary IC/Member TSC, it reveals that the TSC considered thestements

given by the Chairman WAPDA and the Adviser Projects only, however, sdher any
conclusion was drawi nor finding given to this cffect. The Secretary IC bifed that
as per the Chairman WARDA's statement of 1709-2018, “Conducting of imsguration

. “is not based on my personal decision, It is an institutional decision and wasdkmined

keeping in view the milestone sct in the coordinated construction scheduksgaed by
the contractors and consultants in July, 2017, According to which dyand wet
commissioning of first unit was successfully completed befween 28™ Janmy to 02°
[ 8. The unit was available for maugurafion. Aceordi PM
inaugurated the project on 10" March, 2018, 1@% 13 ‘Z%"Jfﬁ“fer the
Adviser Projects (WAPDA) statement, “Dry and wet testing was done as paschedule
and Unit 17 was synchronised on Feb 20, 2018. Theresfier date of inaugstion was
fixed. However, I'was not involved in fixation of Inaugurat,{on date.” (Am10)

Secretary IC- :added ‘that' ‘Othcr. relevant stat : . s
- (Operations) Tarbela, PD T4 HPP ements of Member (Pur),

; were also obtained by C &ing the
interviews, however, those could.not be considered by?the ;Siéleo'l;sp_l ff e

afore refeired statements of M(P), CE (0&M) and DD, TAHIPP, it tanspirstiat whe?

asked “Whether the inauguration date was fixed in consultation wiMember

Shamail Ahmad Khawija : %’/’ _

airman IC Secy PDR DiviMember 1C
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Power?”, the Member (Power) (M(P) WAPDA responded that the “the Prime Minister -3

Ufﬁf:‘c communicated- the inauguration date. to the Chairman WAPDA office and
Chairman WAPDA shared this date with Authority members.” '

Sllmilarly, PD T4HPP, vide his written statement (Annex 11), submitted to the TSC
that the decision making regarding inauguration doesn’t fall in his purview. When
further asked by the TSC, “were you contacted by superior office/offices about
readiness for inauguration of T-4 project?”, he responded that “/ as PD-T4 was
working under the administrative control of GM Power Tarbela (Mr. Sher Afzal
Khan). The matter of inauguration was dealt at head office level. As to the best of my
knowledge at the moment, I was not asked by the superior office/officers about the
readiness of inauguration of T-4 project.”

With re_-,garcf to the statement of GM Power Tarbéla, the Secretary IC informed that the
TSC did npt interview the GM Power Tarbela as he had retired and his charge was
entrusted to Chief Engineer (O&M); the TSC initerviewed the Chief Engincer (O&M),

“who when enquired on the aspect of institytional decision making, ‘Have the CE

(O&M) played any role in inauguration of Unit 172 Any correspondencemade on this
subject by your office may also be provided.”, he responded that “the role of
CE(O&M) in inauguration of Unit 17 was limited to the extent to ensure that Unit is
successfully synchronised by the Prime:Minister (PM) of Pakistan on the date of
inauguration. ...”, as such, he explicitly and impliedly denied having been part of the
decision making process concerning fixing of date for inauguration. It is important to
mention that as per his statement (Annex 12), Chief Engineer is ovenll in charge
(Technically & administratively) of T4 units; (O&M), the responsible officer in charge
from WAPDA's side to operate the Units after the Consultants certified that the Unit
has completed pre-commissioning and commissioning and handed over the Control

* Room (Unit 17) on 02-03-2018 to WAPDA for operation, as recorded in the Minutes

of the Meeting held on 02-03-2018 among WAPDA, Consultants and the Contractor
(Annex 13). . :

Besides, the Maj (Retd.) Tariq Mahmood Executive Secretary to Chairman WAPDA
also submitted on 09-09-2018 his written statement voluntarily where the TSC did not
ask for his statement, With regard to decision of fixing date for inauguration, in his

statement, he provided that “In confext of T4 Hydropower Project Chairman WAPDA

offiice received letier from Ministry of Water resources on 5™ March 2018 (Annex-I)
for- provision of documents. Accordingly, requiréd documents were received by
concerned offices -and were sent to Ministry on 08" March 2018 (Annex-II) by PSO

" office. In same context further on ground and office coord;}ihtion Jfor conduct of
. inauguration was carried out by my office in coordination specifically with PR & PSO

office. In same context as perearlier approved date of inauguration (1 0" March 2018)
call was received from Prime Minister's office for reconfiniation of date.” '

In the above statement, it is not clarified that by whom the decision was taken to fix

the date of inauguration ag 10-03-2018.
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er stateme t .
finauguration of Unit 17.

: . d Adviser Projects W
As stated above, the statements of Chairman WAP DA an APD)

save the project fi
provide that the project completion dates Were ﬁxc(cll it:: July 2017P;tajting imi;}l.e
conditions of time at large and these dates Were fixe ia

: ‘e in Vi date of :
the complction of Unit 17 on 25.02-2018. With this in VIOW, the cate of opemalion o

¥ s . COHS
Uhit 17 stands established to be fixed through & the Consultants (TACIV) aud

the Contract vis. the Employer (WAPDA), )
(lentmc::c:;c(tcx?i and EM gonfrz_tctors). The unit 17 was subsequently Inaugurated o

10-03-2018. Notwithstanding above, it is also. determined from the statemenls of

D TAHPP that the date
- APDA, CE (O&M) and the P o T
M(P), Adviser Projects W h5ir consultation and also not at the Authority leve|

JS(W) further certified that there was no oth

decision making process of fixing the date ©

inaturation was made without t g
- of WAPDA, rather, it was done at the evel of Chairman WAI??A.

The aspect of MM@MM—WMM
2018” was also examined by the TSC-and unanimously fm‘x,n_d at para 4,103 that the
incident of sticking of the draft tube gates in mud was prempltated by the puncturing
of dewatering valves, as described in the excerpt from the WB letter referred to by the
TSC, coupled with the partial removal of the downstream cofferdam as atiribuled by
WAPAD itself to as.the reason for sticking of draft tube gates in mud vide WAPDA's
series of correspondence mentioned under paras 4.51 and 4.52, above.

IC's Consideration on the aspect of Sticking of D raft Tube Gates: The IC endorses
the détermination of TSC.

Iinplementﬁti_on and Imh]icntlonpt‘ Accelerated Program of the Project (USD 51 ;

million) . :

- TheTSCvide para3'554.93 —~ 495 considered the matter and found th-z-tt, -nohvithsi#nding

the fact that in first place V.O-2 should not have been signe A j

o : gned; when, in April 2016,
WAPDA came to know the fact that achieying the {argets set in VO-2 had becomne
impossible, the VO-2 should have been aborted , S0 a8 to reduce the sunk cost— the

* cost which _h.__u,d l;'Jeen paid/being paid since March 2015 till date, to the contractor out
of the ‘acceleration program - that is neither recoverable thrc:ugh any incrementol

bf_:nqﬁt from the project nor from the conttactor due to ‘time at large situation’

i‘i’un‘ inltintionvand conduct of niquiry into the. o
 itarty Diring fhe’ MY Into thie- occury i He
project: During.the gourse of investigation in the ﬂﬁrgr;énrflzset{rf}gﬂ;;;d Z?%T site,

‘fesponse to-a query made by the IC, the emn .
been held or ordered o ascertain i fnctspilizﬁczresponded_ that no inquiry has so faf
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Sticking of gates on
refused to lift gates thus forcing
lifting of gates and allied
reportedly approved by the
notice to the contrdctor under the

Contractor has refused to take u

claim.

6.25
and audit objections regarding
amounting to Rs. 39:48 billion.

\ F

Violation of PPRA Rules

Violation of Income Tax Ordinance

Violation of Contract Provisions

| ‘Cases of Accidents and Negligence

payments against ‘milestones, TecoV

i__ : - | Miscellaneous - (stolen matcﬁél,

whiéli'ihc contractor, abs_olvcd himself from st

the employet/W .
works from its own resources by inourring
WAPDA Authority and without having sorved any formal

provide any written response on it. How

WAPDA, however, mentioned that the co

The said paras ar¢ being examined
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APDA Authority

relevant contractual provisions;
wever, verbally it was.

the task as it was not due to

P

PROJECT

ch occurrence and
to undertake the
Rs 70 million,

informed that the
his fault. To thig

nsultant has been asked to prepare 2 counter-

JANdit Paras Relniing to T4 TEP: IC further noted the serious nature of observations

the following 37 Nos. paras of yarious nature

Nature/Category of Audit Paras No. of Paras Amount of Para *

(million rupees)
62 | | 13.87
03 | | 762.02
_________.__._-——________.__———-—~
12 14,199.64
‘ Violation of GFR - 12 h- 1312“-74.
04 ____—.-__ 1,138.25
) SRS
irregular 04 . 5,156.25
ery, etc.) .'
T

39,481.77

at DAC level, With regard to project completion,

6.26
' he audit observed in para 1775/2017-18 titled as o] oss due to undue favour to-
L Contractor regarding yariation order — Rs. 5,040 million”, as follows:
l | ' “Aecording 10 Section-II (1) of WAPDA Guideh‘nes. for Enforcing
Responsibility for Losses due 1o Fraud, Theft ot Negligence of Individuals,

1982 (amended up 10 June

shall be subjected to preliminary investigation

01, 2001), “all losses whether of public money

l or of stores,
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RO it B the loss and-the amog
[ ‘ whose charge they were, to fix the calse o

involved”, T 2

7 N ‘ e th Fxtension Power Pyy

[ In the office Chief Engineer/Projec! Dlredo;; x.gs' 105) whs',.qppro,veg: ;

Tarbela, a package of Rs. 5‘040-'""{?;0?82?5;‘?: X Contoacton g T -
“drancementeoffunisiconplalionidng completion dates given in thepg.
r difference in these datey fe

[ X " Hydro Ltdwdeyo-@ﬂid comparison 0f ¢
{ and YO-024 showed that there was @ mmii jllogically.  This scenaip
: which such a huge amount was approve ; 0§ 0 masllion was givess
[ : indicated that undue favour to the lune of Rs. > ;
" contractor which was a huge loss to the Authority.

Non Iadherence to the Authority s instructions resulted in loss of Rs, 50

million due to undue favour given to the contractor up fo the financialyar

L
[ - 2016:17.
f

- The matter was taken up with the management in June, 26!1 7. The
management replied that ihe para had already been taken in Audit Report
_ Jor the year 2015-16. The reply was not acceptable as no docummhy
evidence was provided to substantiate reply. ,
[ = 5 Audit recommends that the man agement needs to investigate the matferfor
Jixing responsibility besides making the loss good. '

" 6.27 Similarly, the audit observed under 2Ppp 42/2018-19 titled as “I;Ion-rmval of
[' cofferdam by the antmctor— Rs. 313.30 million as follows:

; R - was cor!d_!fé{é’d_ to fix the esponsibiligy, »
6.28 ‘WAPDA Iesponciéd to the qud; T —
oy e A 8 audit on the above aydit observatim 8§

to delineate watey body from const
conditions for construction activiyj

Struction gy : 3
oy feﬂ and Project dry woding

Basharat M. Ssizd
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7-4 powerhouse is located in Ghazi Barrage pond. ,fllccordmgl')’}u:e ;"‘;;
necessary to construct downstream (d/s) cofferdam which was ’"‘,}} i
Civil Work Contract BoQ, with bid pr ""-"“-’”"f Rs. 349.49 million. 17K
also includes removal of cofferdam as well.
*  The Civil Work gm:ﬂcmr successful c_onstructed d/s cofferdam in
February, " 2015. It successfully served ils purpose. of reclaiming
(temporarily) dry land for T-4 Powerhouse consiruction activities. T-4
powerhouse was completed successfully in 2017, so the cofferdam has
served its purpose, : : .
* As per agreed mode of payment, Rs. 313.30 million was paid to the
contractor for erection of cofferdam. :
Therefore, the contention in PDP-42 that Rs. 313.30 million were wasted,
is not valid because the cofferdam has served ils purpose.
* - The Audit Para further says that non-removal/partial removal of
. cofferdan led to silt accumulation, stoppage of plant and loss of generation
" to the Authority. ) '
: In this regards; it is submitted that T-4 powerhouse (02 units) was operated
- : successfully frorm 08.06.2018 till 01.07.2018 (when level dropped below El:
1400 ft and machines were stopped). T-4 Powerhouse (02 unils) were again
operated from 08.09.2018 and third unit from 22.09.2018 successfully.
Since then, it has generafed more than 85 0 million units of electricity, which
is otherwise of audit’s contentions. Had partial removal of cofferdam to
obstruct plant operation ability, T-4 machines should not have run at all
during high flow season of 2018.
. The Audit further recommends holding inquiry to fix responsibility
and make good the loss i.e. Rs. 349.49 million.
As elaborated above, cofferdam has served the purpose to reclaim dry lahd
8 © . = for T-4 powerhouse constriction which has successfully been constructed,
© 7 so the payment of Rs. 313.30 million to the contractor is not wasted. There
© is aio loss to Authority.”

. 6.29 “ The above reply of WAPDA given to audit is evasive and does riot address thie very

. fact ‘pointéd  out by audit that sticking of gates in mud was due to non-removal of

downstréam coffér dam completely as per the schedule agréed upon under the RCCS.

- : -+ "It is, However, to mention that since completé noxi-removal of coffer dam was de in

l" " . hily 2018 which could not be accomplished by the Civil Contractor while making the

’ - ‘reason of high flow season being dangerous for the labour to dive into the deep water.
* Suchnon-compliance of RCCS contributed towards sticking of draft tubo gates as the .

L .. samie was attributed by the PD in his letter vide dated 17-08-2018 addressed to the

*.‘Consultant. It is important to’ state that the ‘audit’s observation on complete non-

: ; ‘removal of coffer dam:is attributed to the loss occurred in the form of sticking of draft
| L ' - -tube gates which was an event happened in July 2018, four months after the

inauguration of the plant, During this period the Unit 17 was put in operation from 08-
106-2018 (when the reservoir level exceeded 1400 £) to 01-07-2018 when the water
"lével dropped below 1400 ft), ;

Shamail Ahmai v % Bosharat M. Shahzad
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\unﬁcr 43/2018-19 titled as “Loss gy,

630 . Another proposed draft pard heatiag ntaring yalyes-Rs. 425.60 million” hay 5

leakages of substandar
been reviewed where the au

631

- Responsibility for Losses due
_ preliminary investigation by th

 In Tarbela 4th Extension Hydropower Project (H.

d Penstock Dewa
dit states as €

APDA Guidelines for E{!ﬁ?ra'ng
r(.i) F,ﬂﬁ:f Theft or Negligence of Individuals,

1 or of store, shall be subjected to
1982, “all.losses whether of pui:’g:f ;::if-?:z e oS e

H
unt involved”.

uoted below:

"Accord:'ng to Section LI

the cause of the loss and the.amo PP), three va Ives.of plant

leaked within 5 days despite the fact that plant was not fully ope;gn'onal,
whereas, the expected life of the valves was supposed to be above g}ears.
Silt on upsiream of the Main Inlet Valve (MIV) and at draft tube got

accumulated due to leakage of valves; consequently, T-4 Unit-17 stopped

electricity generation causing a loss of Rs.423. 60 million including cost of

removal of silt, No inquiry was conducted to fix the responsibility of loss.”

WAPDA management responded to the above para as quoted below:

“The lower of two Penstock dewatering valves (dia. 0.5m) of Unit 17 leaked
Jrom its easting body on 05.07.2018. Further, lower and upper Penstock
dewatering valves of Unit 16 leaked from their body on 08.07.2018 and
09.07.2018 respectively. As an interim arrangement, defective valves were
plugged by Voith with blind flanges. With this arrangement Unit 17 and 16
in parallel, have satisfactorily been tested independently and jointly for
load rejection tests for 470 MW (nax. capacity) individually and 940 MW
Jointly. Now the units are in operation as per SOP/IRSA demands.
Subject valves have been procured and nstalled by Voith under EM
Contract; Vol-24;-Seetion-5.1-and -in- line-Wwith Technical. Specifications,
Vol-24, Section*12.2.4. Valves are under Defoct Liability Period. As per
GCC Clause 27, if during the Defect Liability Period any defect should be
Jound in the design, maqterial and workmansliip of‘ the jo.faﬁr supplied or of
f:;s‘;?rf.:xe?ged by Contractor, the Contractor shall promptly, in
ation and agreement m!h_ the Employer regarding appropriate
remedying of the defects, and ils cost, repaiy, replace.or otherwise make
good as the Contractor shall detérmiine at its ‘d.i:sCf.‘eﬁon‘ " 0

Fac;-li&'Comple!fon Certificate was issued an; :
W = . . i 2 ld . "
systemi was Taken-Over by WAPDA on .xs.b;.zfﬁiem;ﬁef GO0 Clase

27.2, Defect Liability Period is 540 days froni the date of Completion of the

Facilities or one year from the Operationg] Acceptance (0AC) o the

Facilitjes. It lies under the.Contractual oblioa:
: -y = lobligatiq
defective dewatering valves good qs H;E Sc;:::gf glré Cz(::::g;crf)l _:;g make
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valves with more reliable and good quality. valves, procurement is under
.process by Voith from its sub-contractor in China.

. Regarding the foiancial loss due to non-operation of units after fuilure of
Penstock dewatering valves (under DLF). 'On behalf of Emplayer, T4
Project Consultants vide letter No. PM/T 4C'J’V/Siref158{ 5 dated:
31.07.2018 (Ref02) have already intimated nofice of claim to EM
Contractor. As subject revenue loss is in fact Employer’s claim agmns't EM
Contractor, the maiter is under corresponderice.and being pursued withT4
Project Consultants.” o

6.32 The above noted proposed draft para made by the audit and the reply given by

WAPDA will also be examined by the DAC. However, without waiting .for the
aforesaid, the losses determined by the IC after thorough investigation as discussed
b ( above vide. para 6.07 needs to be recovered, responsibility fixed and those found

delinquent be proceeded against,

7 Findings and Conclusions of the IC

7.01 The IC has examined all the record provided by and/or obtained from the stakeholders
and others, highlighting the subject matter, gone through the replies offered against
the questionnaire served upon concerned persons as well as the reply to the queries
made by the individuals examined including those involved in the execution of the

' project in different capacities and ‘documents/other material produced before the

{ IC/TSC. IC has also conducted the site visit to inspect the project and witness the

ground realities. ,
L 702 Thednajoriy members of (he!IC afe of thie opinion:shat an Intemnational Panel of 1:..'

W ‘ w comprising four foreigners and onc P engineer was appointed Ki?:
i ' " by the employer (WAPDA) against hefty remunerations to examine and advise on
_the project implementation including the contract administration beingundertaken by
“the consultant and the contractors, IPoE was further entrusted with the responsibility
. o exercise oversight on the functioning of employer, consultants and the contractor.
o) But contrary to'it, the employer (WAPDA) did'not act upon the‘advice of the IPoB’
=" as well-as the World Bank experts:and ‘even ‘wamnings and alerls generated by:the”
Consultants as well as the contractor’}vhile-taking the crucial decisions related tG the
. execution and commercial benefits (Refi WB letter dated September:13,2018). The
2] employer Fziled To exercise due diligence/common prudence even when pointed out
' - lé_y_the-stakeholders al the relevant time. 19C, in-its final raporf, has highlighted areas
" of serious concerns which are specifically mentioned in the following
Clauses/Annexures of TSC Report: * .

i, - History/Lesson leamt from past—4.75 to 4.82— WAPDA’s Report: “Tarbela

Hydro Electric Power Station, Operational Problem and its Solution at Low

L . SWM ﬂ L.rﬁassa.n '/ Basharat M. Sh :
. - Sec

S :fMoWRfChairman IC PDR Div/Member IC ADG/Rep FIAMMember IC
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Reservoir Level” which clearly narrates the experiences in th years 1997 and .
;-ZOQQ_.;whila-_oﬁcmting the Units in the month of March, which resulted in |
chocking of cooling water strainets causing Non O peration of Tarbela Unit 11,
toili s
G world Bank-4.19(b), 4.3(ii) — Advising to the employer not to bring the Unit |
17 online in February 2018 and wait till June/July for availability of Water to
+ generate Hydro Electric Power. :
@ IPoE reports — 4.2¢(iii)---Also advising employer that “Eﬁg_i_s_fraught danger

¢

1 : ; 5 ; &
and great rigk without any benefits as there is no water available during that};ﬁi 7@
period”. ' 3

iv.  Water level — 4.4, 4.46, 4.47 and 4.53
v. Consultant TAJV — 4.45
vi. Removal of d/s Coffer Dam—4.61 to 4.65
Cyii.  Water quality —4.43, 4.5, 4.56 i
viii. EM Contractor (Voith) — 42810437

However, all members of the IC are of the opinion that the contractual formalitics
“were fulfilled before the Commissioning vis suitability of use of lower intake, partial
temoval of coffer dam, dry te sting., With regard to wet testing two members of IC
consider that wet testing was completed successfully according to the Contract even_‘{
not tested on the full load, while the IC considered it an essential component of a

—

meanin fu J&Entjemin_gv.w . AT e ) o

7.04 ‘To examine whether the project inaugirated in_time or before the .
completion of all formalities ] ' :

7.05 The"iC deliberated to define the word “Ina‘ugura.tion" and “All formalitics” |
mentioned.in the ToR-1.

706 - TNBAUEUONmSHHE the tolking pointsof Prime Minister of Pakistan prepared by

WAPDA at the occasion of inauguration dated 10-03-2018 (Annex 14) which was as
under at bullet point 2. E s e |

“Corimi s 'ﬁmﬁﬁ@@hmﬁﬁgﬁm&%‘%ﬂ%m}mw er Project is,yet another historic
mifest cﬁﬁﬁi@ﬁﬁ%ﬁ@,@ﬁﬁnﬁm {o'sdd TA10 MW in tho National Grid”

'S 5 5 . )
M ; / g~ %qm/
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Rep of NESPAK/Member IC/ .?" < Chairman/Rep PECMember TSC/C 1S MoWR/Member/Secy IC
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(b). All formalities mean, all le 1. technical and finaneial formalitics
) 5 gal, procedural, tec

which were required un’r;fg; the Ct;ntrﬂct _(RCéS),_ law, the P&D Mam_tal and the

/ Financing Agreement, :
L@ In view of the above, the IC foind ] Sllowing deficiengigs!in the.formalities on the .
Ly : 1 (”_———_‘_—-’

- 1 \ date of inauguration on 10-03-2018
@ ? (G W a, The project PC-1 expired i__ﬁws such a valid PC:—I was not in
[ } existence at the time of inauguration 10" March, 2018. The rc’nscc:’; PC-1 has
‘now been submitted by WAPDA in Tanuacy 2019, after r esponding on the

queries of office CEA/CFFC which is under examination.

9 ‘ NOL—~ Lo . b.. Approval/No Objectiori Letter _(EO_LLﬁorm the - World Bapk on
' Variation/Changes was not accorded by the WB on 1ssuance of Change Order,
'g% Ch -Order =1 _10of USD'S.7 million despite the clarifications provided by WAPDA on queries
= [ . i made by the Bank on the matter, however, it was approved by the WAPDA

- . Authority which was not competent a forum to'approve in the absence of a valid

: - PC-1 and NOL from the Banlglt is also worth mentioning that tigRaised Intakey
b ﬁE’JM J ézﬂ/@b : hwaginot constrigted and ystf _llgﬁﬁflﬁﬁﬁiﬁiﬁlﬁqﬂaéﬂz".RQT“QW_%% 8 million#
©7 ' lyUnsTetensedy he gravity of This wholo matfer is accentuated by the fact
{Rat thaftevised PC-1 riow under submission by WAPDA is targeting completion

u ; s
" 3&[{7 f\_? ___y? 48 of raised intakes by the year 2021, whereas the Contractor, in lien of receipt of
3 an additional colossal sum of US$ 48 million was obligated to have it completed
" [ ‘ _ by June 2017 (i.e. the requisite timeline 1s now to be met after lapse nearly four

years and that to by an additional estimated: funds of Rs 14 billion, now being
demandéd under the proposed 1 Revised PC-1.) J”

s . ¢, Approval of Revised Coordinated Construction Schedule (RCCS) was accorded
by WAPDA Authority, specifying inter-contract milestonesi.e., 25-02-2018, 30-
; - . 04-2018 and 30-05-2018 for units 17, 16 and 15, respectively, with a grace
L3 - period of 10 days.ﬁ;l“the absence of a valid PC-1 and NOL form the Bank,

e ' however, _lhe validity of the RCCS would be subject to approval by the ECNEC
fj@ ' - of the revised PC-1, 9 A

£ 4. Availability and Quality of Water; the IC meibers Were of the view that since .

: e . the entire technical matters including that of water quality were entrusted by the

[ ) ' - IC to a seven-thember TSC, comprising all technical experts, as such, they being
non-technical members are not in a position to overrule the majority (four-

l : * member) view. I ' '

..~ The JS(W) as one of the four-member majority groﬁp in TSC in first place
[ ' - .. opined at para 4.37 of TSC Report that:

“The abave letter of EM Contractor provides a clear evidence of bad
water quality which was causing damage to various parts of the unit

l " Secy MoWR/Chairman IC . Seey PDR Div/Momber IC ADG/MRep FIAMember IC

(A

) HeRral
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The JS(W) in this regard after re-examining th

[ , " the above quoted opinion based on Voith Letter of

: , understood water quality was noticed as bad d
. ER . gilt after completion of wet commissioning Whe

( : ; dead level, therefore, to avoid any damage the
" ' Contractors agreed to restrict the. operation of Un

which happens to be the EM Contractor as well, in

Specifications and Operational Instructions.

—_—

; 17; the TSC vide para 6.01 () (b) gave its finding that the existing intake was used
after intjmation of satisfiction by the Int’l Panel of Experts. This aspecthas to be
l_ : seen in the overall scenario keeping in view all ices of Internatiosal Panel
; of Experts (IPoE). . w”, & s
[., . f Removalof Downstream:- Coffet Dam;. IC’s finding is as recorded vide clau
4 _ above, ' ‘ C TS
[1 g. Prc-Commissioning and Commissioning Decision 4 and 5 of the MOM-nf March

for-inauguration proposed-on 10 March, 2018

Voith.”

J . Shamail Ahm'ndﬂxwaja-/ QﬁW
Secy MoWR/Chairman 1C Secy PDR DiviMember IC
: ‘ -
| b >—
\ ~ Sheikh Altaf Hussain Engr. Jawgd Saleem Queeshi
Rep of NESPAK/Member EC/-{ g¢  Choirman/Rep P ember TSICHC

T BT B s 3 S oz

17 and warn that these impurities will lead to syS¢
- sooner or later, it will affect the turbine operall
impossible.- The TSC, therefore, finds that the wa
extremely poor and not it for putting the unit in

e documents in detail opined that
14-03-2018 was not
ue to roots and bushes and heavy
1 the reservoir level dropped to
Employer, Consultants and
it 17 for a limited time after

wet testing (for inauguration) and not {0 © orate continuously under badling

frial and’RTR: Since the Unit [7 was not operated continuously owedto bad -
_ water quality under RTR, the element of bad water qua .
formality which was not fulfilled, In this regard, IC is not in possession of any
information/record whereby it can certify that no damage occurred to the
turbines/pumps/ancillaries, etc. as per available re
res
email of 01-10-2018 has categorically stated as un
caused or likely to have been caused and absolved himself of any guarmtee or
warrantee in case the cause of damage was Ol

INVESTIGATION BSPORT
/™ EXTENSION HYDROPOWERFROIECT

- x
oper‘auon. Nl

cord. Above all the OEM
ponse to IC Secretariat’s
der with regard to damage

- e. Aspect relating fo Completion of Raised Intake as one of the Formalities for Unit

02, 2018 between parties WAPDA, Consultant and Coniractors:

;T . N Par.f:'es‘ agreed fo-run. Um'.r 17 on .S;NL 5 P g
L % alternate days between 17:00 to 18:00 Hours tcf ensi‘fg :(f::lajifiﬂﬁ;

5. On & gt Marcﬁ .2018 (ben';een 1-7"(30 ; -
. 200 to 18; ;
of up to one hour) and on 10" March, 2018 (fi:?!g ifﬂlg‘sfr L
Unit 17 will be synchronized with the system under fhe iu;f;":g: m,ef
ervision 9

‘Basharat M. Skalead
ADG/Rep FI1AMeanber IC

Syed M, MckarAli Shah
IS MoWR/Mazi/Secy IC

tem disturbance and
on and will make it
ter qud (ry was of

lity cannot be calked as a

itside the Contractual

Oged |
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Besides above, IC considered the aspect of decision making in terms of who and how™

dhe decision of fixing date of inauguration i.c. 10-03-2018 was made. IC is of the |,
opinion that the advice to the Prime Minister to‘proceed with the commissioning and .
SUbSEqent inauguration was conirary fo the adyices of World Bank/IPoE.

10 Similarly, the aspect of sticking of draft tube gates in July 2018 has also been

examline'd to see its nexus with the earlier activities in the project. It is worth
mentioning that a 3™ party Contractor instead of EM Contractor was mohilized to _
carry out the recfification,

@ Another aspect relevant to overall T4 HPP implementation is “Implementation and -
Implication of Accelerated Progiam of the Project (USD 51 million)”. The fact to /
ascertain the effective utilization of this amount towards intended purpose need to be
'inves’:ﬁgated thoroughly. __ - :

9\ ; sl '
. \\ 2 Though the contractual requirements were fulfilled to the extent of available water ‘

; level; the commissioning & inauguration'of the Plant was premature given the fact

" . " that dvailable watef was not of the quality to operate the Unit 17 as thereservoir was

‘ " —at dead level. The issue of quality and availability of water has to be seen in the

\ Context of earlier ificidences of similar nature in 1997 and 2000 where in Unit 11 to

\ 14- were shut down in the same scenario. Incident reports were available with

=y WAPDA for consultation and yet Unit 17 was commissioned in complete disregard
\ to the effect.

b 713 The technical formalities to start operation of the unit comprise and their findings are k
recorded coirespondirig to each:

L i; 'Avhi]n‘lﬂliﬁ of dge‘r’atihnnl envirunmént.c‘umprising availability of good

i quality - water (free of . hazardous amount of Sediment and
" \ : ywood/bushes/roots) in requir_ed‘tiuiinﬁ_tv: '

finding on watér quality that “The ISC therefore finds that this factor

should have been taken care of while-deciding the dates for wet

2 _testing/commissioning of Units of T4 HPP. The operation of Unit 17

) .~ ‘indicates that while experiencing the problem of sediments "and
l ‘ ¥ ) " trash/wood/bushes the operation during wet commissionilg was made for

-7 shorter intervals. Despile the said care, the choking of cooling waler

L ¥ i3y .~ system_was_noficed reported vide Voith leiter dated 14-03-2018 as

f ,,,fé% " : \ | a. The four-memnibers of the TSC vide para 4.%2 of the TSC Report gave their

‘discussed above.” This comment is not in line with TSC Report.

- b, Contrary to the opinion of the majority four members, the three members
of the TSC gave their view vide para 4.83 of TSC report that “necessary
care was exercised by deciding thai the Unit 17 will be operated on ‘Speed

No Load' on alternate days up to 3-7 March 2018, and subsequently for_

'“M‘ far Hassan / Bﬁl%?s{%hwi/—

Shamai
MUCM irman IC + Sgey PDR DiviMember IC ADG/Rep FlAMMember IC
Sheikh Allaf Hussain Eng wcdggv;ﬁf)mtshi Syed M. Mebar Ali Shah
Rep of NESPAK/Member 1G/ 75 ¢ ChairmalyRep PEC/Member TSC/IC 15 MoWR/Member/Secy IC
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short durations on 8-10 March 2018. Further the lower performance of E |

due to lack of cleaning of strainers and hydro-

| O&M matlers. It is to be noted that afler
erformed perfectly without

cooling water system was
cyclones, which are usud s
cleaning was done the cooling water system p

any problem.”

¢. In view of the above discussion on water availability and .quality, the IC " e \
endorse the opinion the majority four-member viewpoint .of TSC ag
recorded vide xxxii above, whereas two members of the 1C vis SAH and
© JS(W) dissented with the other four IC members. SAH maintained his
earlier viewpoint as recorded vide xxxiii above.

ii. Suitability of eiistingintakevs‘._ra_ised intake %} __ i

Refer para 4.73 of TSC’s report, vis. IPOE dt: 30-06-2017, IPOE on
confirmation of TACJV to WAPDA that both the concrele lining of theshaft
as well as the bulkhead have been designed to withstand the additional 10m b i
pressure due to load rejection, TPOE has no objection to initial operation of 3
‘the T4 powerhouse with the lower intake and the upper intake plugged with :
the properly designed temporary bulkhead ...

- :
Rcmoval of downstream cofferdam

Partial removal of cofferdam ceased sediment transport from the tailrace area
which eventually caused sticking of draft tube gates. Before start of the Unit
17, coffer dam should have been completely removed. .

iv. Iire-Co.mnﬁis,sion_lng and Commissioning Decision 4 and.5 of the MOM of
‘March 02, 2018 : ) : '

(a) “4. Parties agreed to run Unit 17 on SNL._(.?-..7 @Iaréil, 2313)
on g;:!ter.n'nre da_)..'s between 17:00 to 18:00 Hours to ensure ifs
availability for.inauguration proposed on 10 March, 2018

C o, e R
decision. -

.Q ﬂ The unit operation on alternaté days was not carried out as per the
_decision. ...

(b) 5. On 8", 9" March 2018 (betiveen. 17:00 to 18:00 Hovirs for
dnmn_op of up to one hour) and on 10" March, 2018 (time to
be defined), the Unit 17 will be synchironized with the system
under the supervision of Voith,” he syst

: th
The unit was operated on 8" and 9" March as per decision.

o

g —
Shamail Ah awaja - . Zalar Hasdan

Sec Chairman IC Seey PDR DiviMember IC iy Sebet
_ ¢p FIA/Member
7 f,l/,ﬂ ) -
heikh Altaf Hussain Engr. fatfed Sa ureshi “retmnnptitdalh
Rep of NESPAK/Member IC /’.‘ff 5¢ Chairme Rep,DEﬁJMemQher ng'mc Syed M. Mchar Ali Shah

JS MoWR/MembefSecy 1C



P INVISTIGATION REPORT
TARBELA 4™ EXTENSION HYDIOPOWER PROJECT

’

:
E!

be defined), the Unit 17 will be synchronized with the syster
under the supervision of Volth.” " G .

- The unit was operated on 8" and 9“‘. March as per gecision,

" Refer paras 4.20 (a) to (d) and up to (5) of TSC’s report; the pre-commissioning

. and comrhnissioning was completed successfully to the extent of dry and wet
tests, however, disregarding the other rorma

L S .

v, Sticking of Draft Tube Gates: When the Units17 and 16 were standby, on
;—'5—0-7—2'_9,&(1]1‘; downstrear dewatering valye of Unit 17 was pungtured which
Was repaircd-en_the same day by the Contractor, however two days later the
two dﬁwatcl‘inng% of Unit*16 wefe also punctured which required
depressurizing of th:,smels,\’ljﬁhﬁc tunnels were depressurized, and the
temporary repair was carricd out ifte which when the Unit 17 was put back

X - A k in operation, it was found that the gates ol the draft turbines were go -stuck in
P d . : 3 -4 £ g 3
%QD ez B S ' -\2 : miid. The matter related to puncturing-of valves and sticking of gates n rgud‘:-_

e o ~ . heedstobe thoroughly investigated by the Internationgl Panel of Exinerts,ﬂfﬁé;é??
ln_.\qhuﬁ = 0.3 \3 - Arouplefree ;.rqamnntibxi'_nfiﬁne.operaﬁnn:r@f;;Unit-;-lqud 08-06-2018 jndicates
l K ‘{hat even after .1.00:.}.1?.‘3{’,‘.11_SE‘Q?t_iﬂuﬁEi@_Qf--9P'§Iﬂtlc!n.9f;ﬂnit"17 after the COD’
% T ~7(02-03-2018) or the inauguration dated 10-03 2018, there'was no operational”
" : . problems relating to operation of the plant; therefore the COD or inauguration
: l - did not have any riexus with the incident of gates jamming info the silt wiich.
7 ' occurred only after the Unit 17 wag put o1 standby on 01-07-2018 due to-low ..

reservoir level (below 1400 f). Jixtra‘Cost. incut e fo these miss*y

‘operations and subsequent shiut’ downs needs to bcf;quani'iﬁdd."iﬁjﬁiqqﬁire_sj

e At by a 31d Party wh fs not dircoly/.indirectly  besefciary of

the parties involved so thaf the question of conflict of interest does not arise.

&y vi. Thé World Bank in its letter of 13-09-2018 also narrated the incident of
9 * sticking of draft tube gates as follows:

( ' o .. “WAPDA on August 7, 2018 via email informed the Bank on the current
£ - " issue relating fo the Draft tube gates: “Regarding progress, presently
\ '  Draft Tube Gates (Lower Sections) of all the three units are stuck up in
o _ silt /mud, hence:there is no generation afler 1st January 2018 vvhen Wet
: Commissioning of Unit 16 was completed, Brief account of the problems
.l & . ‘is that Penstock ‘Dewatering:Valves of Unit 17 and 16 were punclured

A O/\Xf : under Liability Period. VOITH requested for PTW (Permission to Work)

. % D - : to repair the valves which WAPDA allowed. For the purpose VOITH

. l SN lowered the DT Gates of Unit 17 and 16, Upon temporary repair of

&
4

3 _ e Damaged Valves, VOITH was umwilling to lift the Lower DT Gates and
L , latter efforts made to lift them through Mobile as well as Gantry Crane
= 5 L —-______JMS the Gales were stuck in silt / mud. VOITH has refused to accept [

=

" Shamail Ab aja C—%’/ Basharat MW
S R/Chairman 1C . Scey PDR DiviMember IC : ADG/Rep F1A/Member IC
. g, - o (SN, i %
ot e )1
hi

Sheikh Allaf Hussain Engr. Jawed Salec eshi Syed M. Mehar Ali Shah
’ Rep of NESPAK/Member (C/¢§ . ChairmanRep PE ember TSC/C 1§ MoWR/Member/Secy IC

L
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L Iiie‘?'gﬁiznsibiiw of bringing the siiuation at P?:FV- fz:jg? :r?: the a-gm <
. z circumstances, WAPDA has hired @ local conlractor ing of all the

lower DT Gates (6 Nos.), after doing prope’ survey of the silt / mud The
Contractor has mobilized on site. ... : 2

AN

6§iﬁ§i3hce-s. isslgsediabave; tie 1C 15 6f helapinioi that the pojec Waé oy
&

I i Gt i dbave, e 1C 1 Of
before.the completion of all -fon_naht.lcsa.'-

[ a oo S
anaugurat

—

1

inanguration of the project before time, . ... . Eowil : 4 \

T

ToR-2: - g'a assess whether any loss to the national arcft?atter}cqt;_r_{ed dee (o the, . .

“The IC hasfietermined the followirig losses caused during the execution of Tdproject. -
, (D) Pue to sticking of draft tubé"gates, electricity generation from:14% July to. %ﬂ o \
" .. 8™ September, 2018 remained suspended. from Unit 17. Aﬁﬁ%
t. Kfimmum Water Scenario.of IRSA for the year 2018, WAPDA éstimatell, . -
_ that TAHPP would generate 187 MW to 944-MW during May to _ngilgmbcf
" period with average value of 673 MW, which means energy. of R6iillion . I

_ ynits. Actual units generated in this period by T4HPP 210 millionm;itg' ; the
e @ uedifference being 616 million units is the loss to national exchequer.

(i)  IC is of the opinion that the acceleration covered under Varation Order

- amounting to $ 51 Million was meant for earlier completion dates as per
. Revised Coordination Construction Schedule whereas the actual dlectricity
""" “generation started from_14"™ July, thus resulting in a loss of generation
o 0% period “starting - from_ mid-March to” mid-July 2018 which needs 1o .be

" jnvesfigated and quanfified Torrecovery putposes. . 7 . E!:l

‘(iii) If'h'ci\f.jces of WB. and 1POE h&VQ.-bét?n Qonsidercd'_and"ii:oié&‘:{fﬁas-

g éonums...sioncd-in—Junc-July-pe'_riod;. then most of the-VOs. for aceleration - I
‘program would have not been required. ' L

Gv) Besides inau"guration, refer to para 4.84 to 4,94 of TSC’s weport, the
E ﬁ_‘f“-‘“ma! basis of payment of US$ 51 r}lillidn for acceleration of projett!
completion from March 2018 to June 2017 predicated on the potential oi
realize additional revenue in the 2017 high-flow season of ap;mi_m

> ggneratc-clecuicit}f,dg;jn g the high flow season of 2017,

(y)  The determination of quantum of damagep to the date of inginion i
ah Incomp lete proposition as in fact the operation of the plast practica Ij

. started with effect from 08-06-2018, - plant paciiveyy

" (vi) Inorder to1 ?tt?mt 'me'the loss to the national exchequer, it is impuﬂami[é

i juick e e 0 bk th‘e' U"_“__l?_._i)_f T4HPP actually started gmemtihs

{a-n. g,? " e = =
ShamM ‘ Zelfar Hassan > (Jr)( p

Secy MoWR/Chairmen iC Segy PDR Div/Membe 10 Basharat M. 4 4

- > D ADG/Rep Flamair IC | |
Shétkh Altaffiussain i Engr. Jawed Saleem Qureshi _ "“‘WPT :
Rep of NESPAK/Member 1%/5 ¢, Cheirmen/Rep PECMembe; 1oy 5 Jss{:d M. Mehur asswlnc
oWR}McuiuSﬁy
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electricity with effect from 08-06-2018, however due 10 dropin water level
‘below 1400 ft it was stopped on 01-07-2018 as per the earlier decision made
by the Employer, Consultants and the Contractoron 02-03-2018, Howevet,
the reservoir level again rose to 1400 ft on13-07-2018 and persistently

incréased up to_20-08-2018 when it reached the maximum conservation

level of 1550 ft, but unforfunately, during this time the it could not
generate a single unit of electricity becauggits_,galcs.\vcr&ﬁlmkiﬂﬂ?,w;

Puncturing of penstock valves have never oceurred ag reported to WAPDA

authorities examined during 1976 onwards yis--vis any of 14 Units i.e, 42

et

yeprs where it had repeatedly occurred in case of Unit-17 even hence the

- commencement of operation which speaks volumes of poor quality or
workmanship on the part of:the contractor and weak and ineffective
oversight of the Consultant as well as role of the émployér;‘WAPDA.
Quality assurance or TQM is totally missing, may it be the removal of the

d/s CD, obtaining timely MS and micro-scheduling, adherence to timelines, .

'Quality of materials being used, Quality of water being used and Jeading to
given repercussion as are delineated uncquwocally y the contractor
mmﬂer dated 14-03-2018, to which no rebuttal could
submitted by the employer/ W APDA/consultant to the TSC/C.

(i) " The above facts have now been unearthed only after the investigation has

(ix)

been launched but never been brought to the notice of either MOWR or the
PM, even before or at the time of inauguration or ever thereafter.

In disregard of the above facts, the talking points for the PM, submitted by
WAPDA on the eve of inauguration ¢laim as under: '

wCommissioning of Tarbela 4t Extension H) )I;dmpower- Project
is yet another h istoric milestone achieved by the goverm}:eni fo
add 1410 ;’lﬂ;’iu the National Grid.” _ ‘
“Completion of this great project within time aid cost always
held top priority of the gcii’ernme;zf. -

“l'r.VhHé cai:gmm!qf.iug the wholé nation on this remarkable
acﬁievemen’f} I !vo:dd' g;peciaHj) appreciate the untiring efforts
of' the ij.:zct- Team ‘cbnqm’sfué.'of WAPDA Staff, Project
Cans:dtrmfs, all the Contractors and ot!:e?lktakeflafders whose

selfless devolion enabled to timely complete the project.”

[a

hameit AR Khawaja Zut:%sz/ Basharat M.l;hgzad/

i 7Ahmad .
Secy MoWR/Chairman IC * Secy,PDR DivMember IC ADG/Rep FIAMember IC
(— : »
, } R il !
Sheikh Altd@h Engr. Jgwed Sel€em Qureshi Syed M- Mehar Ali Shah
Rep of NESPAK/Mermber lC/? ¢ O sirman/Rep PECMember TSC/IC 1S MoWR/Member/Seey 1C
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(x) . The projection of benefits of USS 19 million and 366 million to be rezpéd
during 2017 and 2018, respectively, from the T4 by proposing to wriedf

US $ 51 million, being not recoverable; was first time made to the CCpt

headed by the Prime Minister 10 whicl the CCoE/PM asked WAPDA-%)

take decision on the mafter. - 3 z
- Recommended Way Forwardy \
. Geﬁ_eratibn'fdr 2017 (05 t6:3tl Sep) - R | |
‘e Energy Generation . ° 197.4 MKWh G
. .o~ Revenue us $ 19 Million L S
% Generation'.fﬁr‘ztlls_ (1st May to 30 _S_gap) _ = ; g = i
e Energy Generation ™ - S ° 3840 MKWh - | 4
+ Reveénue - . -Us$ 366 Million
(KWh @ Rate Rs. 10, Exchange Rate: 1US S - Rs. 105)

LR,

(xi) : -Slide 7 of the pr-gséntali.{'m n;ﬁcie to the PM at iilc time of maug:.:amu
’ ceremony (10-03-2018) boasts as below: '

- LS & ok

W l
ShWM ] dfar Haswin / C fg W 3
Secy MGWR/Chairman 1C ~ Secy PDR Div/Member IC Basharat M. Sh

o

g ADG/Rep FlaA/Meaber IC i
VW o A etasgholidn
Sheikh Aliafflussain : Engr.}atved Sq}pﬂ(Q\’mhi
Rep of NESPAK/Member IC Chairman/Rep PEC/Member TSC/IC ,:{:d\”' “{"h“ AR M;c
. (1] \R}h Cmbeﬂkr

l‘m??ofs-i
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By Toiart . qu,u. T

. Nota2 i cfs stands for Cuble fas) par sacond

ST - Powar Genorationfrom T1, T2 & T3 (MW}

Sl . Power Ganeration from T4 (MW)
Hotelt 10715K additonal anargy 15 expactad from T4 units In llau of eparation of exfsting Lnits

Peak Load Generation from Existing Tarbela -
~_Power House and addition of T4 Units (MW)

Unla 18317470 MW each

(xii) The loss due to practically no generation from T4 can be undersﬁood by
considering the following chart presented by WAPDA to the Cabinet

Committee on Energy in April 2018:
APIL 297

-# Gole¢n Gol
B4,
@ N HP
7,000 1 @ Existing
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(xiii)

The above projections, claims and cstimates are in line with the
same/similar ones consistently being presented to the PM ever since2016,
i.e. briefing made to the CCoE/PM and March 2018 to the PM, which was
accordingly mentioned by the PM at the time of inauguration on 1032018

in his speech based on figures presented to himi, excerpts of whichare as
under: : _

o tIWe havea project which delivers 470 MW toilay and 1400

¥ MW by June for the people of Pakistan. This is the project
that was much needed and it contributes power at the right
time to fﬂkis{arr,_becn;:se our power demand speaks in the

summ e{-.imfl_d this pmjecr delivers power from June to Auigust

- andnotonly i_foes.;ft-'rleif ver pgwer;, it also delivers green power.

Besides, the amount paid by WAPDA for hiting a new contractor tolift the

draft fube gates s Ts. 70 miillioit which is also a direct loss tothemational
exchequer, though'apparently associated with the event of punctuing o

- draft tube gates in July 2018,

3 - : y.
afar Hassan

S e % ADG/Rep FIA/Member IC
: S o W
Sheikh Altat Hussain . Eng/Jawed Saleem Qureshi
Rep of NESPAK/Member [C/75 ¢ Chalman/Rep PEC/Member TSC/IC Syed M. Mehar Ali Shah

1S MoWRMMembafSecy IC
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(x¥)  The other indirect loss caused to the"cc':or‘lomly due to riori-avail ) :
' lectricity i i i 5f been: calcuted in his
electricity "is also impurtant which has not been
Investigation, :

(xvi)  As explained above, the 2" Terms of Reference referred to fhe loss to the

national exchequer due to inauguration of the project be me, 1t 13

“Imporfant to mention that there i3 a further marter which Deec probe
relating td{ signing of a Variation Order in March 2013 for making payment .

to the Contractor equivalent to USD 51 million in order to accelerafe the

project completion from March 2018 to Juné.2017. It has alsobeen brought’

T : before the IC that despite making substaniial payments of theordet of USD.

; 48 million on account of VO-02 R2, not a single unit could bemade ready
i for generation up to the end of the hig 2018 ktalone 2017.
. . ual energy generation from T4 HPP as estimated at thedesign stage
ﬁ (ﬂwlﬂj‘y 3 ' -was 3,840 million-unifs. Because. of having no energy in the: high flow
/ 2 season of 2017 the associated revenue loss becomes Rs. 305 b_i_lgtin at .the
: 50 Z - Y\ rate of generating cost of Rs 7.814 per unit of electrizity. desufle: spending

% A USD 48 million extra to get the revenue equivalent to Rs. 30billion.

——

i ! (xvii) The quantum of damage to the turbines associated with the inaguration due

" to ingress of bad"water quality is required fo be determined byconducting a
. . detailed forensic inspection at the time of planned shutdown of the plant. It
is not possible to determine the same -at present as the unitsare presently
put under operation. S

o ‘ A
09& [(xvii:i)} All the members of the IC have unanimously determined thatthe sum total
- " of loss oceurred during the execution of this project on the dove referred

. 7‘1?\:)‘ . @ 3 i cou'nts comes to US$_753.7 willion’ (US$ 350 million Bﬁijl}l:i_ted. ?J?d
() Wi projected by WAPDA for the years 2017 & 2018, US § 16 pute 1 prov w

' iTL (})}" the Civil Contractor on account of acceleration under the VO£ R2 and US
) | $57 million under CO-10). Besides, another loss of Rs 70 mition insurred

by WAPDA to litt the gates of Draft Tubes stuck in the mud ater the refusal
“of the Civil Conlractor, (Ref TSC Report para 6.01 (11) (b) (i

717 iToR-3: To identify" those who were responsible for inaking the decision of

: _ inauguration_before completion of all formalities, if a loss to the nationl exchequer
L : occurrec X :

{;37.3:1;3'5-;;,’ ~ Thie date of operation-of Unit 17 stands established to be fixed throughsconsultative

[_J g process of the parties to the Conlract vis. the Employer (WAPDA), tk Consultants

- (T4CJV) and the Contractors (Civil -and EM Contractors). The wit 17 was

“subsequently inaugurated on 10-03-2018. Notwithstanding the aboe, it s also
l ' determined from the statemerifs of M(P), Adviser Projects WAPDA, CE(O&M) and™~
the PD T4HPP that the date of inauguration was made without their cosultation and

L _ ) W
Shamail Ahma aja %/ Basharat NiShehzad
l Secy Chalrman 1C Secy RDR Div/Member IC ADG/Rep FIMember IC

D
: L]
vy A
jgthfﬁlswin Engr. Jaed Salccm/Qur:s.t; Syed M. Mar Ali Shah

L Rep of NESPAK/Member lC/jf& C Chairman/Rep PEC/Member TSC/IC JS Mo\WR/Meber/Secy IC
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. The IC compnsmg the members heading their I‘GSpGGtIVG depaﬂments at ﬂﬂtional ‘i
_ level being heavily preoccupied have worked day in an

7.22
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also ﬁot at the Authority level of WAPDA, fﬂthﬁfs‘fifwas ‘done at the.level of Chairmay }
E,?APDA o

I oR-4: To f ix responsrb:htres and Qrugase acuon

d day out beyond the call of

duty and even on holidays all through the nights to conc clude the jobs Thcy are of the ci
considered view that the task of fixing exact responsibility requires detailed
interviews of a number of individuals across various '::-rg'lms‘“1‘5’“5”"3‘“““s and
examination of a plethora of record spread over a long period of tlmc

rator;dre dire fectl ;rsspan‘gble ot e 108§ oeaurred to the e“ .

MG s a PR gkﬁéi-atmn% of hxdroelcctntﬁ wer speolﬁcauy;
for the period whenthc anits remained ¢ osed because’ "of sticking of draft tube gates l

" _ an event which was caused due to puncturing of dewatering valve which triggered
deposition of silt in tailrace arca a consequence of complete non-remoyal of
downstream cofferdam, gy ’ o

&:Consultantifsidirect %sg&nmbleig preparing th the ¢ payment milestones/
- under the VO-02 wh:ch enabled the Cmfdonﬁactor to get 90% payment nt associated g
with the downstream cofferdam actwny resmctmg only to the constmction of -

downstream actwlty :

Recovery of the losses as indicated under 7.21 & 7 22 must be effected from the direct -
respons;ble and any other found responsible.

Fhe IC.proposefollowing achons in -,thjs_ﬁr_egardf T

) - 'Necessary directions niay be issued to-the- Auditor-general: forPaklslan for
; holding a comprehensive Performance audit of T4 HP within 60 days for @g
determination of the following, amon gst others, to carry out:

a. An overall performance audit of the project ’
" By .Sgeclﬁc to the matters spelled out and losses workecl out vide para 7. 16,
_ above
¢ By. fixing responmblhty and apportioning the cor.rcspondmg loss caused by
.. the respective individuals/entities
d. Any other matter ralalmg to orfand ancillary to the abovc

" (i) In the light of the rqport of the perfonnande audit, the decision for aﬁy criminal

.inquiry intb the matter by F.IA or NAB may, be decided,

(iii) Forensm audlt of thc T4HP Pro;ect by an independent third party of

o

1Intemauonal repute havmg nd ﬁnanmal interest involyed with WAPD_&_IEE

ik C%

Ha
Secy PDR l-l ﬂi:an ' Basharat M. Shahzad
ccy L ADG/Rep FIAMember IC
(h_/mlf/ W{A '
hel Altaf Hussain Engr J " d sa c Groshi - ey
Rep of NESPAK/Member IC /7% C Chairm ember TSC!{C yed M. Mehar Ali Sha

JS MoWR/Member/Secy IC
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task of carrying out forensic audit to dny dgency or entity deemtd appropriate

by the compotent authority, The proposed ToRs may include the following to = .
determine: ;

a The gaps and lacunag in the Contracts, Contract administration,
] institutionai capacity of executing agency, validity of Engineer’s Estirnate
and reasons of variation in Quantitics compared to Engineer’s Estimate

] versus ‘the actual cost and quantities including but not limited -0

determining thic circumstances which lead to issnance of series of Variation

and Change Orders particularly VO-02 R2, CO-10, VO relating topayment
of Rs 70 million to a private contractor for lifting of Draft Tube gates:

—

The‘Cil‘_Guins't'ances m;cief which the COD was fixed at complgtioi; of Wet -

Testing and prior to RTR Y

¢. The cifcumstances which lead to fixing of dates for conimissioxﬁhg of the

@ project in lean flow period (February/March) in disregard .of the expert
At advices rendered by the IPoE and the WB

d. The very conception, planning, execution, abortion and writing offthe VO-
02 (US $ 51'million) and extravagant projection of accruing revenue of US
$ 350 million by accelerating the project eight months ahead of the
approved schedule under PC-1, i.e. from March 2018 to. June 2017,
whereas the project could not be completed as late as at the time of filing
this report and with a revised planned date of completion in 2021 at an
additional cost of another Rs 14 billion and another US $ 5.7 million.

nﬁ:smummﬂﬁﬁgggi;;;:‘ﬂﬂ_ﬁn

Secretary MoWR / Chairman IC

far Hassan Mr. Basharat M. Shatizad

Secretary PDRDivision/Member IC - Additional DG FIA/Member IC

> w, M
Engr. Jawed Salim Quureshi Syed M. Mehar Ali Shah Sheikh Altaf Hussain
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Dlssent Note on Fmal Inveshg_ﬁon Report of Tarbela—IV
" HPP dated 22" Feb. 2019

Due to certain medleai condltmn 1, Shexkh Altaf Hussam (SAH) could not attend the last’IC _
~ meeting held before ﬁnaltzataon of the IC Report In this regard the other five members of IC

finalized and mgned the report and sent a copy to me fer my mgnature on 23 02—2019 early in'the

; mommg at8 14 am,

Genel‘al Comments. o

i D The resewauens v on emall with Mr. Syed Mehr AI] Shah (Jomt Scciﬂl')’ (Water))ﬁ

on “Zero Draft of IC Report" dated 05“‘ Nov. 2018 are not mcorpereted whlte_
conselldatmg the report:. N

2) The justifi eauon ef all the varidtion orders sha]l be clar:f’ edseparately from WAPDA as
“they dre not directly covered undér our TOR'S meludmg cost of Rupees 70 mlllmn
meurred on llﬁmg ofthe stuek draﬂ tube gates.”

3) The audit paras related tu T4 extensmn HPP are also not covered. m our ToR. therefore-
' need to be dealt separately

4) Both the TSC reports of Sept. 2018 and Oct. 2018 shell_be annexed with the IC report.

D'et-liled Comments

The undersigned -disagree with- the f'ollowmg items in the report and most of lhem have been
already addressed in the above email dated 05" Nov. 201 8.

Item 3,06 (Page tt 12/84 14/84) The comments are cxaggerated and: @:e,mtefhctual The ‘
convener of TSC.on whom allegations are placed may be givena chance to defend him.,

Ttem: 5.08- (vm) (Page # 20/34) The date of 2" 9 Feb, 2018 shall he read as 2“" Mar 2018.

Item:6.03 (Page # 25/84): Only those aspectsreqmred for commercial operation of the unitstiall
be considered which are covered under the contract as elaborated from the item ¢) to 8.

Item: d. (xi) (Page # 34/84):The matter related to VOITH letter dated 14" Mar; 2018 has

already been fully addressed in ‘item # 4,38-4.42 (Pape- 37/89 — 38/89) of final TSC report dated
Oct, 2018,

Item: (Page 45/84 to 51/84) points:xxx, xxxi, xxxii, xxxiii, XXxix, xlixliii Jhave already been .
addressed in the email shared dated 05™ Nov. 2018.

Item: (Page 51/84) point:xliv (disagreed)

* gheikh Altaf Hussain, Member IC/TSC
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Item: e (ii: ‘_ ' .
ity ' jletio | e of the
Jormalitie (i) (Page 55/84)dspects relating to completion of raised intake as on f

5 for the commissioning of unit 17. The date of May. 2018 shall be read as May. 2017. .

i:)em:.f_' (Page 55/84 — 57:'8'4): Partial removal of cofferdam would be achieved for
mmissioning of the units. Therefore, this was a planned activity and not 2 neglect. 1

itge?: 8- (iii) (Page 59/84): Already addressed in the above mentioned email and reproduced here
in,

Pursuant to sub-clause 3.32.12.1 of EM Contract Vol 24, *Commissioning shall be defined as
those activities which require the operation of substantial amounts of equipment on a

coordinated basis, in a manner which is generally similar to_the operation of the plant_in

commercial service.”

Similarly, under sub-clause 3.32.12.2 of EM Contract Vol 24_‘Reliability Tests" it is stated that,

“After the Contractor has notified the Project Manager and received the Project Manager's

agreement that the plant is ready for service the plant will be required to operate in commercial '

service under_the working conditions within_the limits of the outpuls specified and either

continnously or intermittently,_as may be more convenient for the Employer, without failure or -
interruption of any kind resulting from defect of the plant supplied under this Coniract, for a

period of thirty days.”

Item: g. (viii) (Page 61/84): The partial removal of cofferdam was ag&:ed by three parties under
RCCS before commissioning of unit # 17. L i

Ttem: 7.03 (Page 71/84):While going through the report, it has been found at para 7.03:

“glowever, all the menibers of the IC are of the opinion that the contractual formalities were

: fulfilled before the commissioning vis suitability of use of lower intake, partial removal of coffer

f dam, dry testing. With regard to wel lesling iwo members of IC consider that wet testing was (9
| completed successfully according to the Contract even not fested on the jull load, while the IC
~considered it an essential coniponent of a meaningful wet testing.”

.,‘

In the above referred para 7,03 though it is mentioned that the two members of IC consider that |
wet testing was also completed successfully, it was not made clear as which two members were X
those. In this regard while seeki_ng clarification from rJ_§(E), he c]aﬁ}i}a ihat the said bwo J _.
members of IC who consider that all the contractual formalitics were fulfilled were SAH and #
JS(W). With this clarification, it becomes clear that in order to respond the requirement of

ToR-1, it has been established by the two (JS(W) and SAH) out of the three technical
members, (Chairman PEC, JS(W) and SAH) in the IC that the project inanguration was v
made after successful completion of all the technical and contractual formalities,

(3

sheikh Altaf Hussain, Member IC/TSC

Ve
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 inauguration bejbr g con@plei:on of a!l Jformalities,

Sheikh Altaf Hussain, Member IC/TSC

Item: 7.04-7.08, 7.13(Page 71/84-77/84):ToR # 1:To examine whether the project
inaugurated in time or before the completion of all formalities '

> Disagreed with other members of IC as the prerequisites/all formalities for
commnssmning of the unit # 17 were fulfilled according to the contract and the
inauguration carried on 10/3/2018 was not pre-mature.

> ltem: 7,14 (Page 77/84):Disagreed with the other IC members.

Item: 7.15 {Pﬂgc 77/84):ToR # 2:To assess whether any loss to ﬂre national exchequer due o
the maugw ‘ation of the project beforetime.

> No Loss to national exchequer occurred due to the mauguratlon of the prolecl on
March 10™, 2018. :

> However, the fact that sticking of draft tube gates has no connection with the
operation of the unit (Unit 17) in the period of 20 February to 10 March 2018 or
the event of inauguration, as betiveen March and July 2018 the gates of draft
tube of Unit 17 were lowered and lifted three times, without any problem.
Similarly, the draft tube gates of Unit 16 were lifted prior to its start of wet
testing in June 2018. Hence, the loss caused by non-operatjon of the plant due to
sticking of gates in mud in mid-July to mid- -Septémber 2018 is not attributable to
the operation of the plant from 20 February to 10 March 201 8.

» Therefore, the Loss due to sticking of draft tubc gates occurred in during the

period of mid-July to mid-September 201 Bﬁﬂabwetermrw&

Item: 7.017: I‘oR#j' To rdemyﬁ» f}rose who were responsible. for_making.. the-decision-of

ifa loss to the national exchequer occurred:
» Not applicable

Item: 7.019:ToR#4: To fix responsibilities and propose action
» Not applicable

- Best Regards,

Y

Sheikh Altaf Hussain
_Rep, of NESPAK Member TSC/IC

Dated: 23" Feb. 2019
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i 1 Water and Power Development Authority N
Telephone: 04299202506 General Manager (C&M) Water
{2 PBX; 042-89202211/2521 Projects Directorate
8 | Fax: 042-99202154 521-Wapda House, Lahore.
! Email: dpcandmwater@hotmail.com
No. GM(C&M)WIDP»‘Q{..A/ = / Dated: '_'%3/2102{.
General Manager (Power) Tarbela
WAPDA, Tarbela.
.~~~ Ghief Engineer / PD
Tarbela 4" Extension HPP
WAPDA, Tarbela.
“‘i"-’&@ Subject: ADMINISTRATIVE APPROVAL OF TARBELA 4™ EXTENSION
R -4, HYDROPOWER PROJECT (REVISED)
&
} A Kindly find enclosed herewith a copy of Assistant Chief (Dev), Ministry of
| 3 Water Resources, Islamabad office letter No. 2(91)2018-AC dated 06.02.2020, the
i .
: f contents of which are self-explanatory.
y This is for your information and further necessary action, please.
‘ R . ?
! C !
‘ DA: As above . . . .. st Director (Pr{}'gcts)
; CEAD, Tarheldth Ut i for General Manager (C&M) Water
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No. 2(91)/2018-AC
Government of Pakistan
Ministry of Water Resources

6-Ataturk Avenue, G-5/1, Islamabad
| ~ February, 06 2020

l6lairm:m,

Water and Power Development Authority,
Lahore,

Subject:-  ADMINISTRATIVE  APPROVAL-O' TARBELA 4™

EXTENSION HYDEROPOWER PROJECT (REVISED)

Pursuant to the provision laid down at paragraph 6.32 to 6.34 of
Manual for Development Projects June 1991 and amended from time to time, I am
‘c‘hrected to convey the Administrative Approval of the Government of Pakistan for
Tarbela 4" Extension Hydropower Project (Revised)” as approved by
(ECNEC) in its meeting held 1, 2020. Decision of the forum is reproduced
below, so that the Project Director/Excouting Agency should be fully aware of his
responsibilities in complying with the conditions imposed by the approving body,
before, during and after the implementation of the project.

2. The Executing Committee of the National Economic Council
considered the Summary dated 27" November, 2019 submitted by the Ministry of
Planning, Development and Special Initiatives regarding the Tarbela 4™ Extension
Hydropower Project (Revised PC-I)” and approved the proposal contained in
Para-20 of the Summary. -

3, The ECNEC further directed Ministry of Water Resources to submit
findings of Auditor General of Pakistan to ECNEC for its consideration with
1@ to Performance Audit of the project after its completion —

4. Para-20 of the summary is as under:-
t is recommended for consideration of ECNEC at a cost of Rs.

—“The_proj co
122,977.0‘8;mmm an FEC component of Rs. 60,700.00 million, with
the following condition:-

Ministry of Water Resources will refer the project to Auditor General
of Pakistan to carry out a comprehensive Performance Audit of the

project in light of the findings of Inquiry Committee constituted by
Prime Minister of Pakistan,

'Thc sponsors will justify cx-post facto approval of the project to
ECNEC.

Approved cost summary of the project is giveli below:-

i

ii.

5.




'
et

S. No _Itﬁlﬂ Ap hroved Cost
_ Local Foreign | Total
L. coﬂS‘tl'UCtiOn of Power House and|22078 18714 40792
Modification to the tunnels o 55 : it
2. |Power Units and Auxiliaries & Swith | 4642 34324 38966
Yard Up-gradation
3. | Implementation and Social Auction | 3107 0 3107
Plan, Dams Monitoring and
Surveillance
4. Cm}sultancies for Supervision 1934 2771 4705
3 Pro_J.ect Management Support, Technical | 3112 822 3934
Assistance and Training
6. |Upfront Fee and Interest During | 27404 4069 31473
Construction
Total Cost | 62,277 | 60,700 122,977

6. The implementation period of the project is from April, 2012 to
E——

December, 2022.

The monthly progress report in respect of the above mentioned project shall
be submitted regularly duly complying with the directions of the approving forum
as noted in the decision. PC-III of the scheme shall be submitted to the Ministry
within 20 days of the closing of each quarter, and PC-IV shall be submitted on

completion of the project.

8 All codal formalities, guidelines shall be observed strictly while
implementing the scheme. Being sponsor, this Ministry shall be kept on board

during all the important stages involved in the project life cycle. ?ﬁ' W

(Fariha)
Assistant Chief (Dev.)

Copy forwarded to:-

1) Secretary Finance, Finance Division Islamabad.

2) Secretary, Ministry of Planning, Development and Special Initiatives,
Islamabad (5 copies). ‘ |

3) Additional Chief Secretary (Dev.), Government of Balochistan, Quetta.

4) Chief, Water Section, Ministry of Planning, Development & Special

itiatives, Islamabad. ' ;
5) IC?flltief PfA Section, Ministry of Planning, Development Special
i ,'VBS, Islamabad. . N
Initiati Section, Ministry of Planning, Development & Special

6) Chief, PIP o
itiatives, Islamabad. . .




10) S.0 (DW), Water Resources Division, Islamabad.

- T e WYY e S S U GRS ——

9) Accounts Officer (B&F), Water Resources Division, Islamabad.

S 11) PS to Secretary, Ministry of Water Resources, Islamabad.
e 12) PA to Joint Secretary (Water), Ministry of Water Resources, Islamabad.
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Annex-D

REPORT OF
THE INQUIRY COMMITTEE
CONSTITUTED BY
THE PRIME MINISTER OF PAKISTAN
REGARDING
INCREASE IN SUGAR PRICES



Table of Contents
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production the primary reason for the increase in price?
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Was the minimum suppart price sufficient? N
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Did the mills purchase sugarcane at exorbitantly higher prices than the minimum 5
support price? If yes, then reasons thereof:
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the farmers and its impact, if any, on sugar prices?
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20
Was the export of sugar justified? Any subsidy given on export and its impact, with 22
potential beneficiaries:
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The Prime Minister of Pakistan vide; SPM letter No. 755/A/M/SPM/2020 dated
20.02.2020 constituted an Inguiry Committee to probe into the sugar crisis in the

country. The committee consisted of:

i,

i,

Director General, FiA Convener
Representative of IB not below B5-20/21 Member
Director General, Anti-Corruption Punjab Member

Any other member Co-opted by the convener

The inquiry was to be conducted as per following TORs fixed vide above mentioned

letter:

a.

Whether the production, this year, was low as compared to past years? Was
low production the primary reason for increase in prices?

Was the minimum support price sufficient?

Did the Mills purchase sugarcane at exorbitantly higher prices than the
minimum suppaort price? If yes, then reasons thereof;

Reasons for mills not purchasing sugarcane, for a limited period of a few
weeks, from the farmers and its impact, if any, on sugar prices;

Basis for determination of Ex-Mill price? Reasons for increase in Ex-Mill price;
Market manipulation/cartelization by sugar mills, if any;

Impact of forward contracts on the prices of sugar and whether any malafide
is involved;

Whether margins between Ex-Mill and retail prices increased, compared to
previous years, or otherwise. If yes, reasons thereof and potential
beneficiaries;

Impact of tax increase on sugar prices at Ex-Mill/Retail level;

Hoarding at whole sale/Retail level and within sugar mills vis-

B-vis stocks of last year;

Was export of sugar justified ? Any subsidy given on export and its impact, with
potential beneficiaries;

Basis for determination of retail price of sugar;

. Role of various stakeholders, including government institutions and private

sector in increase in sugar prices, including timely/preventive/ pre-emptive
remedial measures to control sugar prices and malafide, if any, of any
stakeholder; and,

Any other issue, deemed appropriate, related to the increase in recent sugar
prices;

In order to inguire into the sugar crisis as per the TORs, the Inguiry Committee held
a series of meetings/briefings with the relevant Federal stakeholders such as the
Ministry of National Food Security, Ministry of Industries, Ministry of Commerce,
Utility Stores Corporation, Federal Board of Revenue and others. A meeting-briefing

was held also with the delegation of the Pakistan Sugar mills Association (PSMA) on
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(a)

their request during the inguiry proceedings. Record of all the meetings is available
for perusal.

Record was also sought from the relevant provincial departments i.e., agriculture,
food depariment, Cane Commissioners etc., through their concerned Chief
Secretaries to obtain details about the growth, production, enforcement, reporting
mechanism of sugarcane growth and production of sugar. In addition, the Provinces
were also asked to provide their input regarding the TORs.

The analysis of each TOR along with findings is as below:

Whether the production this year was low as compared to past year? Was low

production the primary reason for the increase in price?
The total area under cultivation of sugarcane in the country has decreased as
compared to the previous year, that is, 2.68% less area was cultivated; however, the
production of sugarcane has increased by 1%. Last year, Pakistan produced 5.268
Million Metric Tons of sugar while during the current year 3.969 Million Metric Tons
of sugar were produced till 25-02-2020: as per the data provided by the Provincial
Governments. As per the latest data provided by the FBR, the production of sugar on
18-03-2020 is 4.78 Million Metric Tons and 18 sugar mills were still operational.

Table: 1. Area under cultivation of sugarcane and sugarcane produced in Pakistan

CRUSHING CULTIVATION OF SUGARCANE SUGARCANE PRODUCTION
SUGARCANE PRODUCTION CRUSHED OF 5UGAR
SEASON Lk - -
(000 Acres) (Million Tan) (Million Ton) (Million Ton)

2015-16 1743.426 65.482 50.056 5,123
2016-17 1922.439 75.438 71.247 7.080
2017-18 2123.482 23322 £65.669 6B.631
2018-19 1756.390 67.123 49.768 5.268
2019-20

i 1709403 67.760 48,23 478
{till 18.03.2020) |

Source:

100.00
30.00
G0.00
40,00
20,00

0.00

Source:

Data provided by the Provincial Governments & FBR
Graph: 1. Sugarcane Production, Crushed and Sugar Production in

Pakistan
£3.32
£5.48 e, 2L 65,67 £7.12 67.77
50,06 4977 48,23
1 L) | — —
2015-15 2016-17 2017-18 2018-19 2019-20 (4ill
18.03.2020}

B 5LUGARCANE PRODUCTION (Milllen Betric Tons) B SLUGARCANE CRUSHED (Milllon Metric Tons)
W PRODUCTION OF SUGAR (Million Metric Tons)

Dota provided by the Provincial Governments
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In additian to the production of sugar, sugarcane is utilized as seed in production, for
production of "Gurr”, and also consumed in raw form. The substantial difference in
the guantity of sugarcane produced and the sugarcane crushed by the sugar mills is
not verifiable as there is no record of the quantities of Gurr produced and other
consumptions. According to various sources, sugarcane is also purchased off-the-
hooks and resultantly off-the-books sugar is produced and sold in the market. This
alleged practice is not only a loss to the Government exchequer in terms of G5T, but
is also not accounted towards GDP. It is the responsibility of the Cane Commissioner
to ensure that all sugarcane purchased is documented and FBR to ensure that all sugar
produced and sold is properly recorded. Calibration of weigh bridges also needs to be
verified to check for accuracy in weight measurement at the time of procurement of
sugarcane.

The area under cultivation of sugarcane, and the quantity of sugarcane produced,
started increasing since 2015-2016. The years 2016-2017 and 2017-2018 were peak
years and record quantities of sugarcane were produced. Resultantly, quantity of
sugar produced was much higher than the national requirement. Moreover, the prices
of sugar remained low due to abundant quantity of sugar. Since, the production of
sugar was more than the national requirement, the carryover stocks in the pursuing
years were also high.

This year the area of cultivation decreased and the production of sugarcane actually
increased marginally as compare to last year. However, the perception created by
rumors about lesser area of cultivation, low carryover stocks and less production of
sugarcane did contribute to the increase in purchase prices of sugarcane.

Since all the data is provided by the sugar mills and there is no other independent
source of information, on-site forensic audits of the sugar mills are important to
ascertain and verify these facts.

As explained in detail under para 39 of TOR (1), the retail price of sugar increased from
Rs. 55.99 per Kg in December 2018 to Rs. 74.64 per Kg in January 2020. However, the
major portion of the increase was between the period lanuary 2019 to June 2019
when it rose from Rs. 55 to Rs. 71 per kg. This was well before the production cycle
this year and, therefore, the correlation between less production and recent increase
in price does not exist.

Findings:

i. The production of sugarcane is slightly higher than the previous year but the
production of sugar is expected to be marginally lower than the previous year.
Keeping in view the carryover stocks, the quantity of sugar produced seems to be
sufficient for annual national consumption (as per data of national consumption
provided by Statistics Bureau of Pakistan).

ii. The retail price of sugar increased from Rs. 55.99 per kg in December 2018 to Rs.
74.64 per kg in January 2020. However, the major portion of the increase was
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between the period lanuary 2019 to June 2019 when it rose from Rs. 55 to Rs. 71
per kg. This was well before the production cycle this year and, therefore, the
correlation between less production and recent increase in price does not exist.

{b) Was the minimum support price sufficient?

8. The support price was increased to Rs. 180 per 40 Kg in 2015-2016 and remained the
same till the start of the current crushing season. The Government of Punjab, KP and
Sindh announced the enhancement of the support price to Rs. 190 for Punjab and KP
and Rs. 192 for Sindh. The announcement was made just before the start of the
crushing season on 29-10-2019, by Punjab, on 04-12-2019 by KP and on 05-12-2019
by Sindh.

Table: 2. Support price of sugarcane per 40 Kg in Pakistan

Support Price of Sugarcane [Per 40 KG)
CRUSHING SEASDN
Punjab KP Sindh

2015-16 180 180 172

2016-17 180 180 182

2017-18 180 180 182

2018-19 180 180 182

2019-20 150 190 192

Source: Data Provided by the Provincial Governments

g, As per the responses sent to Inguiry Committee by the Provincial Governments, the

support price was sufficient which has also been endorsed by the Agricultural Policy
Institute (AP1). The APl uses an elaborate system of calculation of support price and
sends it non-binding recommendations to the Provincial Governments. The data
shows that the support price had not been enhanced since 2015-2016 but the
announcement to enhance it was made at a very late stage in 2019,

10. The support price of sugarcane is fixed by the Provincial Governments to motivate
farmers to increase cultivation of sugarcane, The increase is supposed to be
announced in the beginning, or before the start; of the sowing season. However, the
increase in support price was announced just before the start of the crushing season
in Punjab and after the start of the crushing season in Sindh and KP. The timing of
announcement of the support price was much delayed and did not serve the purpose
to encourage the farmers to cultivate more sugarcane,

11. Sugarcane Control Board is established in each province under the Sugar Factories
Control Act 1950. These Boards are composed of all the stakeholders, including the
representatives of the growers, and decide the support price. According to the reports
from the Provincial Governments of Punjab, Sind and KP, all the stakeholders were
taken on board and agreed upon the current support price.

12.  The representatives of the farmers however do not agree about the sufficiency of
support price as they claim that the minimum support price should be Rs. 250 per 40
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13.

{c)

14,

Kg. The Inguiry committee suggests that a joint working of experts of APl and the
growers’ representatives should be held each year before the cultivation season to
agree on the support price. The government should also consider proper calculations
to earmark the target area for sugarcane. A cycle of less production like this year of
sugarcane resulting in higher prices followed by excess production resulting in low
prices is not good for the price stability of sugar.

Finding:

The APl calculated the cost of production of sugarcane at Rs. 139.54 per 40 Kg. for self-
cultivated land and Rs. 186.74 for rented land at mill gate for Punjab. For Sindh, this
cost was worked out as Rs. 147.59 per 40 Kg. and Rs. 192.63 per 40 Kg. for self-
cultivated and rented land at mill gate, respectively. The last increase in the support
price was in 2015-2016 to about Rs. 180 per 40 Kg and remained the same till the start
of the current crushing season where it was increased to Rs. 190 per 40 Kg. Keeping
in view the calculations of APl and historical data the support price seems to be
sufficient. However, the timing of announcement of increase in support price was
delayed and did not serve the purpose of allowing the farmers to make an informed
decision.

Did the mills purchase sugarcane at exorbitantly higher prices than the minimum
support price? If yes, then reasons thereof;

There are differences in day to day purchase price of sugarcane of every sugar mill.
Some sugar mills have purchased sugarcane at higher price while the purchase price
of other sugar mills is comparatively low. The average seasonal purchase price of
sugarcane for the whole of Pakistan (the data of 5 sugar mills of Sind not included) is
Rs. 218.85 per 40 Kg. The support price was Rs. 190 per 40 Kg in Punjab and KP and
Rs. 192 per 40 Kg in Sindh. The sugarcane was purchased at about 15% higher than
the support price in whole of the country.

Table: 3. Seasonal average purchase price per 40 Kg: Figures till 25-02-2020

Description Support  Price | Seasonal Difference Percentage
Rs. per 40 Kg Average Rs. Per 40 Kg Increase
Purchase Price
Rs. Per 40 Kg
Punjah 180 217.90 22.90 14.68%
KP 190 211.37 21.37 11.25%
Sindh 192 227.29 35.29 18.38%
Pakistan 218.85 14.77%

Source: Data Provided by the Provincial Gavernments

<
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Graph: 2. Seasonal Average Purchase Price of Sugarcane in Pakistan
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Source: Data Provided by the Provincial Governments

15.  Speculation of low area of cultivation and low production of sugarcane meant that
farmers were expecting prices higher than the support price. During the previous
crushing seasons of 2016-2017 & 2017-2018, the production of sugarcane and sugar
was much higher than the national requirement but the production of sugarcane has
been decreasing since then. There was competition between the mills to purchase the
sugarcane in this crushing season and due to low availability, as compared with the
bumper crop years, the mills were willing to pay higher prices.

16.  Findings:

The actual production of sugarcane increased marginally this year and therefore, the
reason for the increase in the price of about 15% above the support price can best be
explained by the perception in the market about low production of sugarcane and,
therefore, unwillingness of the growers to sell it at the support price. There is also
another phenomenon of the mill owners also being large growers through owned or
leased land. This potentially can also be one reason for the higher than support price
buying of sugarcane. There is, therefore, a requirement for proper forensic audit to
examine this possibility.

(d) Reasons for mills not purchasing sugarcane, for a limited period of a few wee ks, from
the farmers and its impact, if any, on sugar prices?

17.  Sugar mills in Sindh started the closure of mills on the call of sugar mills association
and also citing the availability of low cane. They started the closure on 19t December
2019 and continued till 1** January 2019. However, the stoppage of purchase of
sugarcane began in Punjab on 30" December 2019. Out of a total number of 39 sugar
mills which are operational in Punjab the maximum number of 27 participated in?
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18.

30
25
20
15

an

strike on 5™ and 6" of January. The Pakistan Sugar Mills Association [PSMA) was
engaged by the Punjab Food Department on 30™ and 31% December and on 2™ and
3" January to call off the closure of the mills but in vain, Finally, the Cahinet
Committee on Sugar Sector held a meeting with PSMA on 06-01-2020 and it was
resolved that the sugar mills shall resume the operations. This meeting had a paositive
effect, the number of mills closed was reduced but all mills were finally opened on
11" January 2020. No sugar mills were closed in KP during the strike period.

Itis pertinent to mention here that, as per report of Punjab Government, “no provision
exists under the current set of laws on sugar sector that can be invoked in case of
crushing operation is temporarily stopped by the sugar mills”. Same Sugar Factories
Control Act of 1950, with few amendments, is also in vogue in Sindh.

Graph 3: Closure of Mills Remained in Punjab & Sindh

5536 4% 27

Pl

KN
[l
(3N

18
10 10 10
g 9 9 9 8 9 g 7 g 9 a

4 4 3
0 o o o o fo Iol o 0

i . i
32 aq3 g anaa aais s sa s g0.8 oo
2 0 2 9 0 o 0 0 o0 0 0 0000086606068 2 3
O 8 oon o4 o o o 6 8 3 888 8 S5 8 8 8 88
Loy ) — ] L] =t L TE i~ o oy E :—‘T =l ::l" ;F Ly g 35" E’s‘ (=1
=g B e aadndad T R
o L P S~ R~ S S =
— — Ll — — — vl — — ~ Ll — —

W MO, of Mills Remained closed in Sindh B M. of Mills Remained closed in Purjab

Source: Datn Provided by the Provincial Governments

19.

Reason put forth by the PSMA during the meetings with the Punjab Food Department
and the Cabinet Committee on sugar sector for temporary closure of crushing
operation was low cane supplies. The low cane supply was causing increased overhead
expenses and losses of sugarcane juice in the mills system. Sindh Government stated
that the reason for mills closure was late harvesting by the farmers. But this doesn’t
seem plausible as the harvesting season and the crushing season starts early in Sindh
and the sugar mills were operational till 19"" December due to the availability of the
sugarcane. Also, only up to 10 sugar mills closed their operations out of 32 mills that
remained operational in Sindh this year.
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Table: 4. Average purchase price of sugarcane before, during and after the sugar mills strike

Average purchase price of sugarcane: Rs. Per
Perlod of purchase of sugarcane 40 Kg
Punjab Sindh
30-11-2019 to 19-12-2019 (before mills closure) 20073 193.58
1_0_12_2&19 to 01-01-2020 (During mills closure in 206,93 211.36
Sindh only)
30-12-2019 to 10-01-2020 {during the mills closure | 203,83 24329
in Punjab only)
11-01-2020 to 25-02-2020 (after the mills closure) | 229.48 243.29
'30-11-2019 to 25-02-2020 (Seasonal Average) 217.90 226.52 '_ ]

Source: Data Provided by the Provincial Governments

20.

i

22,

As can be seen in the table, the average purchase price of sugarcane before the closure
period of sugar mills in Punjab was Rs. 200.73 per 40 Kg and in Sindh it was Rs.198.58.
This price was above the support price which in the past had not been the case. In
fact, the farmers had to sell their produce below the support price in the past. This
seems to be the major reason for the mill owners to go on strike in a bid to bring down
the sugarcane prices as closures puts pressure on the farmers. The sugar mills in
Punjab remained closed from 30-12-2019 to 10-01-2020 while in Sindh from 20-12-
2019 to 01-01-2020. The average purchase price for sugarcane during this closure
period, for the sugar mills that remained operational in Punjab was Rs. 203.83 per 40
Kg and in Sindh Rs.211.36. This indicates clearly that the farmer was not ready to sell
the sugarcane at a lower price despite the strike. In fact, the average purchase price
for sugarcane after the strike in Punjab increased to Rs.229.48 per 40 Kg and in Sindh
it went up to Rs. 243.29. This seems to be the result of intense competition amongst
the sugar mills to entice the farmers for sugarcane purchase.

According to the report of Government of Punjahb, the average ex-mill price on 29-12-
2019 was Rs. 68.30 per Kg while it was Rs. 69.58 per Kg on 11-02-2020. Therefore, the
impact of temporary closure of cane crushing on sugar price was Rs. 1.28 per Kg in
Punjab.

Findings:

The sugar mills ceased operations citing the low availability of sugarcane which is not
plausible as sugarcane was available in ample quantities before and after the closure
of the mills. Apparently, it was an attempt to bring down the prices of sugarcane.
Although there was a significant impact on the price of sugarcane but hardly any on
the sugar prices but it is expected that the mills will incorporate higher prices of
sugarcane into their cost of production leading to higher ex-mill prices in the
forthcoming months.
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23,

Basis for Determination of Ex-Mill Price? Reasons for increase in Ex-Mill Price:
The Ingquiry Committee asked the Provincial as well as the Federal Governments about
how the ex-mill price is calculated and the system in place by the governments that

the ex-mill is properly verified. It is shocking to note that neither the provincial nor

the Federal Government had any clue how the calculations were made nor any

mechanism is in place to verify it. The Prime Minister's office had tasked the Ministry
of Industries to get this exercise done very recently. The Ministry of Industries tasked
the Competition commission of Pakistan to calculate the ex-mill price of sugar. The
Inquiry Cormittee was provided the formula for calculation by the CCP and also by
PSMA. Both calculations are placed side by side in the table below:

Table: 5, Ex-Mill price calculations by Mfo Industries & Production and PSMA

Sr.
N Ministry of Industries & Production PSMA
o
: Recovery Ratio 10% Recovery Ratio 10%
; Price of Sugarcane 191.00 Price of Sugarcane 190.00
3 Sales value of Molasses 27.50 Sales value of Molasses 20.40
1 Sales value of Begasses 4,30 Sales value of Begasses 4.36
o Sales of Mud 0.76 Sales of Mud 0.76
[
Met Cost of Raw Material 158.44 MNet Cost of Raw Material 164.48
7 Development Cess 1.50 Development Cess 1.52
2 Market Committes Fee 0.40 Market Committee Fee 0.40
9 : y
Freight 2.00 Freight 2.00
10 i
Total Cost of Raw Material 162.34 | Total Cost of Raw Material 168.40
11 Sugar Obtained from 40 kg of 4.00 Sugar Obtained from 40 kg of e
Sugarcane ; Sugarcane '
12 Cost of Raw material per kg of
e 40.55 Cost of Raw material per kg of sugar | 42.10
sUgar
H processing and other Overheads | 12.90 processing and other Overheads 19.28
14 Manufacturing Cost (Excluding 53.49 Manufacturing Cost (Excluding Mill &g
Mill Owner Margin, & GST) ’ Owner Margin, & GST) '
15 Sugar Mills Margin @15% of s Sugar Mills Margin @7.7% of Gross i
Manufacturing cost ’ Ex-Mill '

k4
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16

Ex-Mill price with margin, but Ex-Mill price with margin, but

without GST S without G5T s
17 GST @17% of Ex-mill ”11'_'1.46 Sales Tax, Income and Withhelding 1_5_2{]
Tax
48 WPPF &WWF Q.00 WPPF BMWWEF 0.57
A Gross Ex-mill Price 71.97 Gross Ex-mill Price 83.59
Source: PSMA and Mr’m‘sr_ry of Industries & Production
24. The calculations are based on the assumption of Rs. 190 per 40 Kg. price of sugarcane
and 10% recovery ratio. As can be seen in the table above, there are certain
differences between the two calculations.

i. Mo I&P calculated the value of molasses at Rs.26.90 and Bagasse at Rs. 4.30,
extracted from 40 Kgs. of sugarcane, whereas PSMA calculated the same at Rs,
20.40 and Rs. 4.40, respectively.

ii. The net cost at serial no. 6 and total cost at serial no. 10 are therefore different
by a margin of Rs. 6.50 in calculations by the Mo I&P and PSMA.

iii. The cost of raw material at serial no. 12 is also different being the result of total
cost of material (serial no. 10) divided by 4 to obtain the per kg. cost of the raw
material.

iv. The processing and overhead (serial no. 13) have been calculated differently
where Mo |&P seems to have taken a figure of Rs. 12.9 which PSMA calculated
in detail as Rs. 19.30. The Mo I&P has not provided any detail or means to
calculate the figure.

v. The sugar mills margins [serial no. 15) have also been calculated differently as
Mo I&P has provided for 15% profit on cost whereas PSMA on 7.7% gross ex-
mill.

vi. Both Mo I&P and PSMA have allowed for inclusion of GST @ 17% (serial no. 17}
but the CCP has not rightly allowed for inclusion of income and withholding
taxes.

vii. The WPPF and WWF is not included by Mo I&P whereas the Committee feels is
rightly included by PSMA.

25, guiry Committee has found that:

The In
i.

The practice of inclusion of taxes in the sugar ex-mill price and then calculating
the profit margins is unfair.

The figure of Rs. 19.3 reduces to Rs. 12.9 as processing and overheads after
taking out the sale of by-products. No break-up of this figure is provided. This
is a major component of the cost of production and ex-mill price. During the
meeting with PSMA, their representatives stated that this includes the financial
cost of about Rs. 7.0 and other overheads. There is a need to verify this head of

account through forensic audit. ‘g
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iil. The PSMA has included their profit margin @ 7.7% on gross ex-mill price. When
asked to explain why the ex-mill price, which includes the profit margin, should
not be considered the final ex-mill price, irrespective of the change in demand.
The representatives stated that the ex-mill price changes with the increase or
decrease in demand. The Inquiry Committee finds it difficult to comprehend
that once a fair profit margin is already added in the ex-mill price, then how can
the mills change their ex-mill price due to change in demand. This opens up the
possibility of manipulation of prices by creating artificial demand by
withholding supply. The government needs to work out a clear standard ex-mill
price calculation method with PSMA whereby there should be profit margin
added in calculating the ex-mill price. Then no allowance should be allowed to
escalate the price further on the pretext of increase in demand, Conversely, if
the demand is to be one of the factors to fix the ex-mill price then the Profit
Margin should not be part of the Ex-Mill Price.

26.  There are two important components of cost of production that also need to he
explained. The cost of sugarcane and recovery ratio.

i.  Sugarcane cost: the purchase price of sugarcane is higher during the current
crushing season than the previous crushing seasons, as already explained
above. PSMA claims that cost of sugarcane constitutes 58-61% of the ex-mill
price of sugar. While according to the Competition Commission of Pakistan’s
analysis', this percentage is 76.16% on the average in Pakistan. Hence, the
increase in purchase price of sugarcane affects the cost of production of sugar:
which resultantly affects the ex-mill price of sugar.

ii. Recovery Ratio from sugarcane is another major factor in determining the cost
of production. Keeping the rate of purchase of sugarcane at Rs. 190 per 40 Kg,
the change in recovery ratio changes the cost of production of sugar drastically.

Graph: 4. Ex-Mill Price Vs Recovery Ratio
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e Gross Ex-mill Price s Recovery Ratio

1 CCP Report” Competition Concerns in Sugar Sectors of Pakistan™, April 25, 2018, Table 3 page 15‘2
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27.

Recovery ratio is the vital factor in calculating the amount of sugar produced and the
cost at which the sugar is produced. A 1% change in sugar recovery ratio mean 10%
change in the amount of sugar produced. The recovery ratio is determined through
laboratory testing and reported by the sugar mills and there is no independent way of
ascertaining whether the report is correct or not. There are differences in the recovery
ratio of the sugar of the same region where similar variety of sugarcane is cultivated,
During the discussion with different sources, it has come to notice that the sugar mills
allegedly manipulate the recovery ratio and the sugar produced, by showing the
reduced recovery ratio, and the entire sugar so produced is sold off the book. This is
major tax evasion but cannot be verified without independent testing by the
concerned authorities.

Graph: 5. Recovery %Age Of Sugar Mills In Punjab
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28,

29,

As is clear that the sugar mills situated in the same region, crushing the similar kind of
varieties of sugarcane, have different recovery ratio. It is surprising the government
departments take the sugar recovery ratio data from the sugar mills and accept it
without any verification or check. The cane commissioner Punjab does have a mobile
lab but that provides result for sugarcane only and cannot be compared with the mills
lab results due to technical differences in testing methods and processes. There is
need for independent verification and authentications of lab results to ensure that the
sugar recovery ratio is properly determined and, therefore, the actual production can
be calculated.

The on-site forensic audit can also provide corroborative data to calculate the cost of

production by analyzing the following.

i. Sugar production requires the chemicals to be utilized. The amount of chemicals
used can indicate the amount of sugar produced. Verification of guantities of
chemicals purchased, consumed during the production process and the balance
present in the stock.

ii. Number of sugar bags purchased and utilized by the mills,

iii. Amount paid to the packing and loading contractors ({the payment is made at the
rate of per bag),

iv. Datais also required to be obtained from the banks to verify the financial liabilities
(in the form of loans, running finance, over draft) and their utilization. As the cost
of financial liabilities is added to the cost of production and its amount due and

proper utilization needs to be checked, ;7
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(f)

Findings:

iii.

The cost of procurement of sugarcane, overhead and financial charges,
taxation as well as efficiency of the mill with regards to the recovery ratio are
the main determinants of the ex-mill price of sugar. The Committee notes that
the calculation of the ex-mill price provided by PSMA cannot be relied upon
unless a full audit of all determinants of ex-mill price are calculated in a
financial audit as explained in detail in the paras of this TOR.

The reasons of increase in ex-mill price have been explained in detail in TOR (i}
R (k).

The major increase in ex-mill price occurred between December 2018 to June
2019 when it increased by almost Rs. 12 per kg which is from Rs. 51.64 to Rs,
£3.59 per kg. This period saw no increase in sales or other taxes and the price
of sugarcane, the major input, was also stable. The only factor that stands out
was the export of sugar which coincides with this period.

Market manipulationfcartelization by sugar mills, if any:

31. To establish the manipulation and cartelization of sugar mills concrete evidence is

required which can be possible through a proper forensic audit of the mills. However,

as per the data provided by the SECP and PSMA, following facts stand out showing
control of very few on the industry.

32.  Six groups control about 51% of the production of sugar in Pakistan as shown in Table
10. These groups have the capacity to manipulate the market by joining hands for
cartelization and subsequent manipulation. The control of so few, mostly with political
background, of the sugar industry shows the strong influence they can exercise on

Policy and Administration.

Table: 6. Percentage Share of Big Groups in National Production In 2018-19

. %age of Total
. Production Recovery Ratio :
Name of Group MNo. of Mills Mational
{Tons) Yage
Production
IDW Group 3 1,040,382 11.15% 19.97%
RYK Group 5 637,691 10.67% 12.24%
Al-Moiz Group 5 354,231 10.26% 5.80%
Tandlianwala Group 3 255,375 9.43% 4.90%
Qmni Group 10 86,394 10.50% 1.66%
Sharif Family Mills 9 236,717 0.64% 4.54%
All Other 51 2,599,960 10.29% 49 90%
Grand Total Bo 5,210,750 10.47% 100.00%

Source: PSAM Annual Report 2019

33.  The sugar mills have their own association called Pakistan Sugar Mills Association
(PSMA). Many policies are conveyed to the sugar mills from the platform of PSMA.
The call for the closure of the sugar mills in Punjab, for instance, from 30-12-2019 to
10-01-2020 was also given from the platform of PSMA. Later on, PSMA held meeting
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34,

35.

with the Punjab Government and then the strike was called off. All the mills did not
participate in the strike but this platform can be used for acting in unison in order to
obtain their objectives by using pressure tactics,

In the strike call 04 mills of Sharif Group, 04 of Al-Moiz Group, 02 of Tandlianwala
Group, 02 of RYK group, 01 mill of JDW group and many other mills participated. The
maximum number of mills participating in strike were 25 on one particular day. Since
the strike was called off on the call of PSMA, it can be safely assumed that PSMA
initiated the strike as well. This is a sign of cartelization: not all sugar mills are part of
it but there are groups of sugar mills with common intentions,

Utility Stores Carporation published the tenders for the purchase of sugar on different
date with different guantities. The sugar mills participated and quoted the prices as
shown in the table below:

Table: 7. Tender of sugar advertised by Utility Stores Corporation

Tender Quantity Bidder Price Offered | Quantity Prices  after
1
Date (MT) Rs. Per Kg Offered (MT) | negotiation
Faran Sugar Mills 711 20000 Withdrew
Al Moiz-l 72 S000 71.1
24.12.2019 | 50,000 Al Moiz-l 72 5000 1.1
Thal Industries-I 72 5000 Refused
Thal Industries-I| 72 5000 711
Tender Quantity Price Offered If]'_ua.ntit-,r Prices  after
Bidder _—
Date {MT) Rs. Per Kg Offered (MT) | negotiation iR
Faran Sugar Mills 77.1 3000 Refused
Fatima Sugar Mills 74 2000 To be lifted
Thal Industries-| 75 5000 Refused
14.01.2020 | 60,000
Thal Industries-Il 75 5000 Refused
Al Moiz-l 75 5000 Refused
Al Moiz-ll 75 5000 Refused

Source: Data provided by Utility Stores Corporation

36.

37.

Almost all the sugar mills offered the same price (except one). This kind of offers
indicate that there are some collusive practices, The cost of production of each and
every sugar mill is different and it is almost impossible to offer the same price with
varying cost of production.

Finding:

Although there are signs of cartelization/manipulation by the sugar mills, the concrete
evidence can only be obtained through detailed farensic audit.
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38,

39.

40.

41.

Impact of forward contracts on the prices of the sugar and whether any malafide is
involved:

Forward contract is the advance sale of sugar by the sugar mills. The buyers buy the

sugar to be lifted at some point in future. There are multiple reasons for sugar mills or

adopting this practice. Ferward contract fetches business capital for the sugar mills
and whereas they don't have to deliver sugar immediately. According to the discussion
with different stakeholders, there are two kinds of forward contracts;

a. The buyer, who is normally a whole sale dealer, stockists or investor, buys the
sugar to be lifted at a later time as per agreement. The payment is made in advance
and normally the rate is set lower as compared to the current rate. In this situation
the buyer makes profit if the sugar price goes up. This kind of forward contract
seems justifiable as the money is paid in advance for a small discount.

b. The buyer enters into an agreement, written or verbal, with the sugar mill to
purchase sugar. The sugar is to be lifted at a later stage of time but no payment is
made. In this case the rate is normally set higher than the current rate. In this
situation, again the buyer would make profit if the price of the sugar goes up. This
kind of contract lends itself to the possibility of Satta which is explained below.

As discussed, in both cases of forward contract, the buyer has advantage when the
sugar price goes up. But the forward contract requires the participation of the sugar
mill and the transfer of physical sugar gquantity is involved at some later stage of time.
Satta (imaginary/virtual advance sales) is the speculative sale and has become
comman practice in sugar market throughout Pakistan. A person Mr. A might be the
owner of sugar mill, whole sale dealer or simply a salesman who sells virtual sugar to
Mr. B. If the current price of sugar is Rs. 70 per kg then Mr. B offers Mr. A to book 100
truck load of sugar @ Rs 72 / Kg for 15" April. Now on 15t April, if the price of sugar
becomes Rs 68/Kg in the market then Mr. B will pay Rs 4/Kg to Mr. A for the quantity
of 100 truck load. If price of sugar on 15" April becomes Rs 74/kg then Mr. A will pay
to Mr. B Rs 2/Kg on guantity of 100 truck load. No actual investment or sale or lifting
of sugar is involved in SATTA. It is simply a form of gambling.

Forward contracts and more so SATTA sales affect the market. Speculation about the

increased or decreased rates of Saotta in the market affects the price accordingly. The

upward speculation results in perception of increased demand against the supply
which will result in price hike.

42. Findings:

The detailed analysis of forward contract can be carried out with the availability of
full information from the sugar mills. The data, so far obtained from the sugar mills,
show that 16 mills of Punjab, 1 of KP and 5 of Sindh (data provided for only 13 sugar
mills) have entered into forward contracts for sale of sugar. The details of buyers in
these contracts and the mode of payment needs to be analyzed with the help of
FBR. The authenticity of forward contracts also need verification. All tfzsez
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43,

44,

verifications reguire in-depth analysis with all the pre-requisite information which
can be obtained through a detailed audit.

ii. SATTA on the other hand is absolutely illegal and 2 menace to control the prices of
sugar. This requires strict legal action by the provincial governments which should
be started immediately as people involved in such business are speculating a severe
price hike in the Holy Month of Ramodan. The Satto rates are now about Rs. 100
per Kg for Ramadhan. The Provincial Governments have information available
through their Special Branch about the Satta dealers and action can be taken
immediately.

Whether margins between Ex-Mill and Retail prices increased, compared to the
previous years, or otherwise. If yes, reasons thereof and potential beneficiaries:
The details of ex-mill and retail prices were obtained from the Provincial Governments
and the Pakistan Bureau of Statistics. The data was then averaged out over the year
and period under consideration.

Graph: 9. Difference bet Retail & Ex-Mill Price
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Source: Data provided by the Provincial Governments and Pakistan Bureau of Statistics
As can be seen there is a difference of about Rs. 5-7 per kg between the ex-mill price and
the retail price. The margin is at the lower side, at about Rs. 5 per kg, for the current year.
The bulk of the margin, however, goes to retailer who has to bear the cost of packing and
loss during the sale,

M Ex-MEll m Retail

Finding:

The difference is of about Rs. 5-7 per kg between the ex-mill price and the retail price.
The margin is at the lower side, at about Rs. 5 per kg, for the current year. The bulk of
the margin, however, goes to retailer who has to bear the cost of packing and loss
during the sale
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45,

46.

impact of Tax on sugar prices at Ex-Mill/Retail level:

GST in the financial year 2018-2019 was 8% for the filers and 11% for the non-filers
purchasing sugar from the sugar mills. But since majority of the buyers were non-filers
s0 the GST was charged at 11% in majority of the cases. In the current financial year
2019-2020 the Government has increased the GST to 17% across the board. The
revenue of FBR from sugar sector, in terms of sales tax, has increased 62.3%: the
increase in revenue is not proportionate to increase in GST. The same increase is
transferred to the consumers ultimately as it is included in the ex-mill price
calculations of PSMA. Furthermore, the FBR calculates the minimum ex-mill price of
sugar at Rs. 60 per Kg irrespective of the fact that it may be lower. Hence the G5T on
sugar is Rs. 10.20 per Kg at the rate of Rs. 60 per kg ex-mill price. Any additional price
over the minimum baseline is to be proportionately added @ 17% for the additional
price.

The prices of sugar had started to increase from December 2018, The retail price of
sugar in December 2018 was Rs. 55.99 per kg and started to increase with every
passing month and reached to Rs. 71.44 per kg in June 2019. It is pertinent to mention
here that there was no increase of GST at that time. As can be seen the real increase
in the retail price happened between December 2018 to June 2019 when it went up
by about Rs. 16 per kg. Similarly, the major increase in ex-mill price occurred between
December 2018 to June 2019 when it increased by almost Rs. 12 per kg which is from
Rs. 51.64 to Rs, 63.59 per kg. This period saw no increase in sales or other taxes and
the price of sugarcane, the major input, was also stable. The increase in retail price
between July 2019 to January 2020 is from Rs. 71 per kg to Rs, 74.64 per kg. The data,
therefore, does not show any major affect of GST on retail price.
Table: 8. Comparison of Ex-Mill & Retail Prices of Sugar

Sr. No Months Ex-Mill Price PKR Retail Price PKR

1 Mowv-18 50.05 55.47

2 Dec-18 51.64 55,99
- lan-19 54.30 59.30

4 Feb-19 54.73 58.37

5 _ Mar-19 57.46 £1.15

] Apr-19 : 60.459 6503 |

7 May-15 | 62.48 67.31
8 Jun-19 63.59 71.44

9 Jul-19 65.73 I 71.93

10 Aug-19 68.62 75.14

11 Sep-19 68.56 75.39

12 Oct-19 68.30 74.46
13 Nov-19 67.42 73.26

14 Dec-19 67.48 71.71

15 Jan-20 69.14 74.64

16 Feh-20 71.56 79.86

<
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Graph: 10. Monthly Price Of Sugar Per Kg Retall & Ex-Mill: National
Average
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47.

48,

was provided by Sindh Government)

Finding:

The real increase in the retail price occurred between December 2018 to June 2019
when it went up by about Rs. 16 per kg. Similarly, the major increase in ex-mill price
occurred between December 2018 to June 2019 when it increased by almost Rs. 12
per kg which is from Rs. 51.64 to Rs. 63.59 per kg. This period saw no increase in sales
or other taxes and the price of sugarcane, the major input, was also stable. The
increase in retail price between July 2019 to lanuary 2020 is from Rs. 71 per kg to Rs.
74.64 per kg. the data, therefore, does not show any major effect of G5T on retail
price,

Hoarding at whole sale/ Retail level and within sugar mills vis-a-vis stocks of last
year:

Normally, the sugar is purchased by the whole sale dealers, through the Mill
agent/brokers. Other industrial buyers mostly buy directly from the mills. The sold
sugar mostly remains stocked within the sugar mills and is lifted as per the
requirement of the buyer. The sugar is stocked in the warehouse/go-downs by the
brokers/agents/stockists in some of the cases. This stocking of sugar is not being
monitored despite the law, in Punjab and Sindh, which requires the registrations of
go-downs for essential items. The provincial governments seem to be unaware of the
provision of these legislations with the result that no record of stockists of essential
commaodities like sugar is available with the government. This again leads to the
complete dependence on PSMA for assessment of the stock position in the country.
The absence of accurately verifiable data about the stock position leads to th
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manipulation of the sugar price. As is clear from the table, the sugar mills are providing
different data on different dates which shows large discrepancy in quantity of the
sugar sold and lifted from the mill. On the first date, the lifting percentage is very low
whereas in the second date the lifting is almost equal to the sale, This, therefore,

necessitates the verification of stocks to ascertain the correct position.
Table: 9. Quantity of sugar sold and lifted: Data provided by sugar mills on different dates

Differ
. . ’ .| Differen | ence
Sugar Quantity | Quantity | Quantity | Quantit e sk g
Productio | Sold Sold Lifted y Lifted :
Quantit | Quanti
nAnnexB | Annex B | Annex G Annex C Annex G 5
(MTon) | (M.Tons) | (MTon) |(MTon) |(MTon) | ¥V by -¥okd
on i n
(M Ton) | (M
Ton)
1 2 3 4 5 {5-4) {3-2)
Punjab | 2,334,246 | 784,993 | 814,643 1,489 | 694,913 | 693,424 | 29,650
KP 268,458 73,508 73,508 33,771 94,768 60,997 0
y Incomplet
Sindh 1,255,293 | 352,856 437,738 el 412,891 24,853
Note: Annex B, and € was requested on 25.02.2020 from Provinces, whereas, Annex G was
requested on 29.02.2020
49,  Finding:

(k)

ath

Despite the availability of relevant laws (Registration of Go-downs Acts in Punjab and
Sindh) no data of stocking of the sugar is being maintained. The hoarding of sugar at
the level of mills is also a possibility as the mills have very large go-downs where stocks
are kept after sales, The phenomenon of hoarding at the mills and the whole-sale level
can only be identified by the forensic audit.

Was the export of sugar justified? Any subsidy given on export and its impact, with
potential beneficiaries:

The export of 1.00 Million Tons of sugar was recommended during the Sugar Advisory
Board {SAB) meeting held on 11™ September 2018 as excess sugar was available. The
ECC approved the export of 1.00 and 0.10 Million Tons of sugar on 2™ October and 4%
December 2019 respectively. However, during the same meeting Secretary Ministry
of Mational Food Security raised the issue that low production of sugarcane was
expected in the upcoming season due to water shortage. Despite that the export was
recommended and without making it time-bound. In the meeting of SAB held on 15"
April 2019 and 6'" May 2019, Punjab raised concern over the rising prices of the sugar
in the local market. The issue of increasing price of sugar was discussed in the
subsequent meetings in June 2019 as well but no decision was taken recommending
ban on export despite the fact that estimated stocks calculation presented during th
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meeting showed net stocks as negative 0.191 Million Tons (excluding the stocks of 7
sugar mills of Sindh). Finally, the ban on export was recommended on 28" January,
2020 and the ban was Imposed on 19 February 2020.

Graph: 11, Sugar Export Vs Retail Price
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51, Analysis shows that prior to permission of sugar export, the retail price of sugar was
around Rs. 55 per kg. But as the export of sugar started, the price of sugar started to
increase and kept on increasing with the increase in the export guantity. The market
players knew that the sugar stocks are running low in the country, hence with
increasing exports the price kept on increasing consistently every month. In April and
May 2019, maximum guantities were exported and price jJumped accordingly.

52, It is pertinent to note here that in October 2019, Secretary Mo 1&P wrote a letter to
all the Provincial Chief Secretaries and showed his concern over the increasing prices
of sugar: after the meeting of Sugar Advisory Board. But even then, no decision was
taken to ban the export of sugar. Rather the rising prices of sugar were considered to
be a result of hoarding and not of export of sugar.

53.  As mentioned above, the Punjab Government summaries stated that the prices had
increased and the export should be banned but no mention of this fact is reflected in
the minutes of the SAB meetings held in 2019. It is also very noticeable that the SAB
in its meeting dated 20-06-2019, despite the clear calculations that the stock position
will be negative after deducting the strategic reserves still did not ban the export of
sugar,

54.  This year only the Punjab Government allowed subsidy of Rs. 5.35 Per Kg and a total
amount of Rs. 3.00 Billion was allocated on the export of sugar. Hence, only the su%
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mills of Punjab were entitled to subsidy this year for period from 1% October 2018 to
20" February 2020. However, in the wake of increasing price of sugar in the market,
the subsidy was withdrawn on 24" May 2019 by the Government of Punjab. The
amount of sugar exported and subsidy paid to each sugar mills is as shown in the table
below,

Table: 10. Details of Sugar Exported by and Subsidy Awarded December 2018-2019

1 | JDAN. SUGAR MILLS 640278 | 121,621 555,206,578 | 22.52%
2 | JK{COLONY- 1} 70,815 1,000 1.41% 0.13% 4,830,840 0.20%
711,093 122,621 561,037,418 | 22.71%
GROUP % EXPORTED 17.24%
3 AL-MOIZ [N lﬁLj.iTHESILIMITED 14_3‘!3’3_-1 69,672 46.81% 8.89% 241 778,417 | 5.79%
4 | THAL INDUSTRIES CORPORATION | 204416 34,886 17.07% 4,45% 164,755,805 | 6.:67%
353,247 | 104,558 406,534,222 | 16.46%
 GROUP % EXPORTED 29.60%

=

5 | HUNZA SUGAR MILLS 123,095 | 91,041 73.96% | 11.62% | 429,840,177 | 17.40%
9 | INDUS SUGAR MILLS 102,522 53,821 52.50% 6.87% 148,315,247 | 6.00%
10 | FATIMA SUGAR MILLS 107,116 72,651 67.82% | 9.27% 248,395,600 | 10.06%
11 | HUSEIN SUGAR MILLS 48,251 19,171 39.73% 2.45% 88,579,661 3.59%
12 | SHEIKHOO SUGAR MILLS 146,505 17,750 12.12% 2.27% 56,854,494 2.30%
13 | MOOM SUGAR MILLS 63,098 13,353 21.16% 1.70% 48,610,446 1.97%

AU LARABAD SUCAR WL L% 44,776 9,000 20.10% 1.15% 26,747,218 1.08%
15 | HUDA SUGAR MILLS 35,775 8,758 24.48% 1.12% 2,754,372 0.11%
16 | OTHERS 124,067 15.84% 179,629,468 | 7.27%

__ 783,307 2,470,012,55 | 100%

55, Following are the major beneficiaries,

i. The companies at serial nos. 1 and 2, owned and controlled by Mr. Jahangir
Khan Tareen (JDW), exported 17.24% of its total production and availed

22.71% of the total export subsidy amounting to Rs. 561,037,418,
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57,

ii. The companies at serial nos. 3 and 4, owned and controlled by Mr. Shamim
Ahmed Khan (Al-Moiz Group), exported 29.60% of its total production and
availed 16.46% of the total export subsidy amounting to Rs. 406,534,222,

iil. The companies atserialnos. 5, 6and 7, owned and controlled by Mr. Makhdum
Omer Sheryar (relative of Mr. Makhdum Khusro Bakhtiar) RYK Group, exported
31.17% of its total production and availed 18.31% of the total export subsidy
amounting to Rs. 452,343, 686. It may be noted that Chaudhry Munir and Mr.
Maonis Elahi are also partners in this group.

iv. The aforementioned three groups of companies availed a total subsidy of
57.49% that amounts to Rs.1,419,915,326 out of the total subsidy of
Rs.2,470,012,551.

v. The company at serial no. 9, owned and controlled by Mr, Ghulam Dastagir
Lak, exported 52.50% of its total production and availed 6.0% of the total
export subsidy amounting to Rs. 148,315,247

The Punjab Government was providing the subsidy for export of sugar at a time when
the price of sugar was increasing in the domestic market. Qut of 0.762 Million Tons of
sugar exported, 0.474 Million tons [62%) was exported before the withdrawal of
subsidy and the remaining 38% was exported after the withdrawal of subsidy. It is also
worth mentioning here that Rs. 3.0 Billion were allocated by the Punjab Government
for the subsidy (From January 20109 to onwards) but Rs. 2.47 Billion were utilized from
15 January to 24™ May 2019. It can be seen that the sugar mill owners who availed
maximum subsidy had political clout and influence in decision making and they tried
to gain maximum benefit in a very limited time. A deeper assessment of the reasons
for awarding of subsidy after associating the Government and the mill
owners/beneficiaries is required which would be done by the Commission.

Finding:

(a) The Committee is of the considered opinion based on documentary evidence that:

i. The export of sugar was not justified as the sugarcane production was expected to
be low in the upcoming harvesting season 2018-2019,
ii. With the Export of sugar in lanuary 2019, the price of sugar started increasing
immediately in the local market.
.The exporters of sugar gained benefit in two ways: first they were able to gain
subsidy and secondly, they made profit from the increasing sugar prices in the local
market {the price increased from Rs. 55 per kg in December 2018 to Rs. 71.44 per

kg in June 2019 although the GST increase was implemented from 1 July 2019}
iv. No other Government, except the Government of Punjab, provided the subsidy.
The financial layout of subsidy was Rs. 3 Billion,
v. Sugar Advisory Board failed to take the timely decision to ban the export of sugar,

(b) Following sugar mills are the beneficiaries of subsidy on sugar export

i, JDW Sugar Mills Limited Q
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58.

38

HUNZA Sugar Mills Limited

iii. M/s FATIMA Sugar Mills Limited

AL-MOIZ Industries Limited
ETIHAD Sugar Mills Limited

i. TWO STAR Industries Pvt Ltd

vii. THAL Industries Corporation Limited
wiii. INDUS Sugar Mills Limited

iX.

X.

¥i.

RYK Mills Limited
HUSEIN Sugar Mills Limited
SHEIKHOO Sugar Mills Limited

®il, NOON Sugar Mills Limited

xiii. JAUHARABAD Sugar Mills Limited
xiv. IK Sugar Mills Pvt Limited

*v. HUDA Sugar Mills (Pvt) Ltd

(c)

Major Beneficiaries;

The companies owned and controlled by Mr. Jahangir Khan Tareen, exported
17.24% of its total production and availed 22.71% of the total export subsidy
amounting to Rs. 561,037,418,

The companies owned and controlled by Mr. Shamim Ahmed Khan, exported
29.60% of its total production and availed 16.46% of the total export subsidy
amounting to Rs.406,534,222.

The companies owned and controlled by Mr. Makhdum Omer Sheryar {relative of
Mr. Makhdum Khusro Bakhtiar), exported 31.17% of its total production and
availed 18.31% of the total export subsidy amounting to Rs. 452,343,696. It may
be noted that Chaudhry Munir and Mr. Monis Elahi are partners in this group.

iv. The aforementioned three groups of companies availed a total subsidy of 57.49%

that amounts to Rs.1,419,915,336 out of the total subsidy of Rs.2,470,012 551.
The company at serial no. 9, owned and controlled by Mr. Ghulam Dastaghir Lak
[Ex-MPA of PML-N / 2013-2018), exported 52.50% of its total production and
availed 6.0% of the total export subsidy amounting to Rs. 148,315,247,

Basis for determination of retail price of sugar:

a.
b
g,
d
e

Retail price of sugar in the market is dependent mainly on the following factors:
Ex-Mill price
Commission of Agent
Transportation cost
Profit Margin Wholesaler or broker
Profit margin of retailer

Findings:

As per discussion with different stakeholders, the Agent charges Rs. 0.08 per kg.
Further wholesaler or broker charges his profit which is 0.5 to 1.0 Rs pyb@.
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Conventionally the margin between ex-mill and retail price is Rs. 5-7 per kg on the
average.

Way Forward:

62.

63.

b4.

65.

66.

67.

GE.

The Committee after its assessment of the situation had requested for the setting up
of the Commission of Inquiry under the Commission of Inquiry Act 2017 vide letter
no. PS/DG/FIA/2020/417 Dated Eth March, 2020 (Annexure -4)

The Federal Government has set up the Commission with amended TOR vide
Notification No. F.5/14/2020-FIA Dated 1Eth March 2020 (Annexure-B)

The Commission of Inquiry has started its work and 09 teams are already on the
ground for the forensic analysis of the following 10 sugar mills.

i. Alliance Sugar Mills, Ghotki
il. Al-Arabia Sugar Mills Sargodha
iii. Al-Meoiz 1 Sugar Mills DI Khan
iv. Al-Moiz 2 Sugar Mills Mianwali
v. Hamza Sugar Mills RY Khan
vi. Hunza 1 & Hunza 2 Sugar Mills Faisalabad & Jhang
vii. JIDW 1, 2, & 3 Sugar Mills RY Khan and Ghotki
Due to the limited time available to the Commission a reasonably large sample of above-
mentioned sugar mills, which produce about 26% of the total sugar production in
Pakistan, and are located in the three provinces of the country, has been selected.
Each team comprises of the officers from the following departments
i. Federal Investigation Agency '
ii. Anti-Corruption Establishment, Punjab
iii. Securities and Exchange Commission of Pakistan
iv. State Bank of Pakistan
v. Auditor General of Pakistan, DG Commercial Audit
vi, Federal Board of Revenue
vil. Intelligence Bureau
viii. 151
The Commission of Inquiry has been given the time frame of 40 days for completion
of its work. The report of the Commission shall be submitted accordingly.
The Committee, however, highlights the following for consideration of the
Government about possible increase in sugar price in the coming next month when
Ramadan also starts,
I. The PSMA calculations of Ex-Mill price of sugar, at the sugarcane purchase
rate of Rs. 190 per 40 kg, is Rs. 83.59 per kg. Keeping in view the margin of Rs.
5-7 per kg between ex-mill price and the retail price would be around Rs, 89-
91 per kg. with the addition of increased sugarcane average price of this
season, which is Rs.218.85 per 40 kg, the ex-mill and retail price of sugar
would further go up. @

Page 25 of 26



69.

70.

ii. Sotta being played at major sugar markets is already crossing Rs. 100 per kg
for Ramadan.
iii. The lifting of already sold sugar is very slow and, therefore, supply is not going
to match the demand.
The Committee recommends that the Provincial Departments may be made aware of
the situation and it should be stressed that the following measures to be taken well
ahead of Ramadan to keep a check on the retail price of sugar.
i. Immediate crackdown on the Sattg players who are known well to the
Provincial Special Branch and Intelligence Agencies.
ii, Ensuring that the sold sugar is lifted in appropriate amount so that the supply
remains adequate.
Total sugar production till 18-03-2020 was 4.78 Million Metric Tons with a carryover
stock of approximately 0.52 Million Metric Tons. The total sugar stock would be about
5.3 to 5.4 Million Metric Tons: which is almost equivalent to the domestic annual
consumption. This narrow margin would provide opportunity for the hoarding and
manipulation of the sugar market, Keeping in view of this situation, the Federal
Government may consider the import of sugar for strategic reserve to ensure the
stability of prices in the market.

irecfor General
Intelligence Bureau Anti-Corruption Establishment, Punjab

-

(Waijid Zia) PSP
Director General
Federal Investigation Agency
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Most immedigte
OFFICE OF THE DIRECTOR GENERAL
FEDERAL INVESTIGATION AGENCY
ISLAMABAD
No. PS/DG/RA/2020/417 Dated: 09.03.2020
Tay,
The Secretary to Prime Minlster,
Prime Minister's Office,
lamabad.
Subject: INQUIR 1O PROBE TH SuU
PRIC

Reference Prime Minister's office Islomabad vide Leifer No.
755/ AIMISPM [2020 dated 20.02.2020 and Leiter MNo. 930/M/5PM/2020
dated 05.03.2020 on the above noted subject.

2, The inguiry committes during the course of proceedings has
collected information from different Federal and Provincial Government
Departments, Pakistan Sugar Mills Association and other stakeholders for
providing answers to the questions in the TORs.

3. The information collected thus far reveals that the whole
information system used for decision making by the Governmeni
Depariment is totally dependent on the informafion provided by the
Sugar Mills. This includes information about the pricing of Sugarcane, the
amount of sugarcane crushed, recovery rafio, the sugar produced, sugar
sold, lifted and pledged etc.

4, The inquiry committee has been able to form a reasonable
picture of the possible ways in which the malpractices in sUgar sector can
be used to hide the redl production and possible off the record sales.
According to some source reporis, the supply of sugar is controlled by few
sugar mills for manipulation of the market sale price,

5, Further verification of these reports can only be made
through Forensic Audit and physical stocktaking of a few selected mills by
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a leam of experts from SECP, FBR, Siate Bank of Pakistan and others
conducted on site to analyze and prepdre reports on the following

matars;

d. Verify the sales of sugar to find out malpractices of
hoarding & manipulation of supply to the markei to
maximize profiteering.

b. Physical verification of stock to find whether there is any
excess / shortage of stock as shown in the books and
the verification of the genuineness of the sale record,

6. The Forensic Audit teams would be assisted by the FBR, Siate
Bank of Pakistan, FIA, ACE Punjab officers. [t is estimated that ot least &
such teams would be required to carry out the detailed forensic audit of
largest players in the Sugar Mills indusiry. Although this exercise would take
considerable manpower & time, it would be able io provide credible
evidence fo establish any wrong doings/manipulation.

7. It is suggested that the existing inquiry committee may be
further expanded to include a Grade 21 or equivalent officers of SECP,
FBR and State Bank of Pakistan with the additional TOR's at para 5 {a) and
{blalso assigned o it,

8. The inquiry committee feels that In order to carry out on site
forensic audit and deploy technical teams to carry out this exercise, the
legal cover would also be required to be provided,

9. Submitted for favor of consideration. please, =

{Wajid Zia), PSP
Director General FIA
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Governmeni of Paidsian
Minisiry of inferior
o G FE
lsamabad, the 4™ March, 2020
MNOTIFICATION

No.F.5/14/2020-FiA: In exercise of the powers conferred by Section 3 of
Pokistan Commissions of Inquiry Act, 2017, the Federal Govemment is pleased fo
constitute Inquirny Commission under Pokistan Commissions of inquiry Act, 2017 to
probe Info the increase In sugar prices.

2. The Commission shall comprise the following Officers:-
i Mr, Wajld Zia, Director General, FIA - Chaiman |
ii. Mr. Gohar Nafees DG, Anti-Comuption Establishment, Punjabb Member
il. Mr, Ahmad Kamal DDG, 1B, Member
iw.  Mr. Bilal Rasool, Executive Director [SECP) Member
¥, Mr. Majld Hussain Chaudhry, Joint Director, 3BP Member
vl.  Dr. Bashirullah Khan, DG, Directorate General
of Infelligence and investigation, FBR, slamabad Member
3. The following shall be the Terms of Reference [ToRs) of the Commission:-

a. Whether the production, this year, was low as compared to past years?
Was low production the primary reason for increase in prices?
b. Was the minimurn support price sufficient?

c. Did the Mills purchase sugarcane at exerbitanily higher prices than the
minimum support price? If yes, then reasons therefore;

d. Reasons for mills not purchasing sugarcane for a limited perod of a few
weeks, from the farmers and its impact, if any, on sugar prices;

e. Bosis for determination of Bx-Mill price? Reasons for Increase in Bx-Mill
price;

f. Market manipulation/ cantelization by sugar mills, if any;

g. Impact of forward coniracts on the prices of sugar and whether any
malafide is involved;

h. Whether margins between Ex-Mill and retail prices increased, compared
to previous years, or otherwise. If yes, reasons thereof and potential
beneficiaries;

i. Impact of tax increase on sugar prices at Ex-Mill/Retail level ;

i. Hoarding at whole sale/fretail level and within sugar mills vis-G-vis stocks of
last year;

k. Was export of sugar justified? Any subsidy given on export and its impact,
with potential beneficianies;

|. Basis for determination of retal price of sugar;

m. Role of various siakeholders, Including government insfitutions and
private sector in increase In sugar prices, including fimely/praventive/pre-
emptive remedial measures to confrol sugar prices and malafide, if any,
of any stakehoider;

n. Verfication of the sale of sugar to find out malpractices of hoarding &
manipulafion of supply to the market fo maximize profiteering:

0. Physical verification of stock to find whether there s any excess /
shortage of stock as shown in the books and the verification of the
genuinenass of the sale record; and,



e
p. The role of Compefition Commission of Pokistan in this crisks:
q. Benami ransactions and profits [approx.) eamed during the sugar crisis;
r. The Commission shall submit s report to the Prime Minister within forty (40)
days affer issuance of this nofification. _
5. Any other issuve, deemed appropriaie, related to the increase in recent

sugar prices;

4, This Commission will also be empowered under section 10(b} of the Act
ibid to consfitute special teams conslsiing of officers from executive authorities and
experts In specific flelds, for the purposes of assisting the Commission in conducting an
inquiry. The special feams shall have such power as may be prescribed under this Act.

s oo 1

n Officer (FIA)
The Manager,
Printing Press Corporation of Pakistan,
Islamabad.

Distribution;
1. Jecretary to the Prime Minister, Priime Minister's Office, islamabad.
2. Secretary, Cabinet Division, Islomabad.
3. Dte. Gen. Inteliigence Bureau, lslamabad.
4. Director General FIA, Islamabad.
3. Director General, Anti-Comrupfion Establishment, Punjab, Lahore.
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