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ABSTRACT

Lately Auditing on water issues is gaining increased attention from the SAI’s around the world. This increasing interest is not unjustified on account of the fact that water is a prime requirement without which there is no concept of life on this planet. This paper is an attempt to give auditor’s reflection on the performance cum compliance audit of two main development projects carried out by the federal government namely ‘Clean Drinking Water for All’ & ‘Clean Drinking Water Initiatives’ which were meant for providing access to safe drinking water to the population of Pakistan. These were mega projects which were launched to meet the Millennium Development Goals set by United Nations General Assembly. Despite lapse of more than ten years, the projects failed to achieve their stated goals which led to significant cost overrun & environmental issues. Host of factors can be attributed to its failure ranging from shifting responsibilities of its execution, communication gap between various stakeholders to the financing & project management issues. Community & stakeholder involvement, compliance to rules & regulations and better project management practices could have led to the success of the aforesaid projects. 
INTRODUCTION
A prime objective of Supreme Audit Institutions (SAIs) is the promotion & endurance of good governance. The regularity of public spending and the effectiveness of government performance have the constant attention of SAIs. This also applies for environmental issues and more specifically to the subject of this paper: Auditing on water issues.
Water is of crucial importance for human health and has ecological, social and economic values on a societal level. Striking a balance between these dimensions is the main policy challenge for governments in the present era. This objective is better known as 'sustainable development'. It means, for example, use of freshwater resources for present purposes without endangering the ability of future generations to meet their needs [1].
According to an estimate about 97% of the earth’s water is the salt water of oceans & seas. Whereas remaining 2.6% is concentrated either on polar caps, glaciers & atmosphere or in the underground aquifers which is hard to reach. Only 0.4% is available to us which needs to be used with utmost care to make maximum use of this scarce resource [2].
Access to safe drinking water is a basic right of every human being which has been accepted by all governments worldwide including Pakistan. In order to ensure equitable distribution & access to safe drinking water, it is imperative to conduct Environment Audit of government spending made specifically for this objective during the past years.
ENVIRONMENTAL AUDIT (EA)
Environment is the aggregate of all living & non living things that surround an organism. Environmental Audit (EA) is a general term that can reflect various types or evaluations intended to identify environmental compliance and management system implementation gaps, along with related corrective actions. 

In financial attest, EA objective can be the environmental cost, liabilities & assets reflected in the financial statements. In compliance audit, EA objectives can be complying with international environmental obligations, domestic environment legislation, policies & programs. In Performance Audit, EA objectives are the assessment of government effectieness in controlling environmental risks from its own operations (Environment Management System). 
BACKGROUND
The theme of this paper is “Audit on Water”; therefore two projects have been identified for conducting their audit namely “Clean Drinking Water Initiatives (CDWI)” & “Clean Drinking Water for all (CDWA)”.  Strong motivation to select these projects come from the very fact that water is the basic necessity of life but it is the dilemma of our society that a major part of country’s population is deprived of clean drinking water. Research has shown that the water supplied to the citizens of many parts of the country is contaminated and not fit for human consumption.
A large portion of the population in developing countries suffers from health problems associated either with lack of drinking water or due to the presence of microbiological contamination in water [3]. Poor water quality is responsible for the death of an estimated 5 million children in the developing countries [4]. The problem is further aggravated by rapidly increasing population which results in poor water-quality management. 

In Pakistan, water supply coverage through piped network and hand pumps is around 66% [5]. It is estimated that, in Pakistan, 30% of all diseases and 40% of all deaths are due to poor water quality [6]. Diarrhea, water borne disease is reported as the leading cause of death in infants and children in the country while every fifth citizen suffers from illness and disease caused by the polluted water. Unfortunately, little attention is being paid to drinking-water quality issues and quantity remains the priority focus of water supply agencies. 
ENVIRONMENTAL GOAL/POLICIES OF FEDERAL GOVERNMENT REGARDING ACCESS TO DRINKING WATER
The Millennium Development Goals (MDG) adopted by the General Assembly of the United Nations (UN) in 2000 is to halve by 2015, the proportion of people without sustainable access to safe drinking water and basic sanitation. In the case of Pakistan, these recommendations translate to increasing water supply and sanitation coverage to 93 and 90 percent, respectively by 2015.
In 2000, Federal Government devised a comprehensive strategy to eradicate poverty from the country and prepared a Poverty Reduction Strategy Paper (PRSP). Human Development for the 21st century is one of the nine pillars of this strategy. To achieve this human development, government has shown its commitment in improving social indicators by making investment in diversified social sectors including provision of safe water & sanitation. [7]
In February 2001, the Ministry of Environment presented a National Environmental Action Plan (NEAP) to the Pakistan Environmental Protection Council chaired by the Chief Executive/President of Pakistan. The Council approved the NEAP unanimously. One of the core areas of NEAP is the provision of clean water for achieving MDG set by General Assembly of UN.
The salient features of National Drinking Water Policy, 2009 presented by Ministry of Environment were [8];

· Access to safe drinking water is basic human right and it is the responsibility of the Government to ensure its provision to all the citizens.

· Water allocation for drinking purposes will be given priority over other uses

· Provide access to safe and sustainable drinking water supply to the entire population of Pakistan by 2025.

· Ensure protection and conservation of water resources. 
THE ACTION ADOPTED

Initially a pilot project on “Clean Drinking Water Initiative (CDWI)” was approved by the Federal Government at a cost of US$ 1.99 Million
   (Rs 115.09 Million) in 2004. The time required for completion of Project was three years. The objective of this project was to provide 121 water purification plants of 2000 gallons per hour capacity in all districts of Pakistan. This initiative was the first step taken by the federal government to meet its international commitment regarding achievement of MDG. The project subsequently underwent two revisions. First revised Project Document (i.e. PC-1) was approved in 2005 for installation of 445 plants at sub district level at a revised cost of US$ 8.3 Million
    (Rs. 495.500 Million). The second revised PC-1 of the project was approved at a cost of US$ 16.55 Million
 (Rs. 999.540 Million). 

While the aforesaid pilot project was still under execution, the Federal Government prepared a follow up project “Clean Drinking Water for All (CDWA)” which was initially approved by the highest development forum i.e. ECNEC on 22 April 2006 at a cost of US$ 130.33 Million3 (Rs. 7,871.74 million) with the objective to install 6,035 water filtration plants, one at each tertiary level government (i.e. union council) of the country and was incorporated in the development budget of the Ministry of Environment. The project was also included in the Mid Term Development Framework 2005-10 so as to fulfill the country’s international commitment regarding achievement of MDG’s. Later on the CDWA project underwent revision and numbers of filtration plants to be installed were raised to 6584 at a revised cost of US$ 201.29 Million
  (Rs. 12,244.819 Million).

Though provision of potable drinking water is the responsibility of local governments, still both of the projects were conceived, approved & financed at the federal level. In CDWI, the execution of the project was handled purely by the federation whereas in the case of CDWA, provinces were involved in the decision making process. Local governments were not involved in the decision making process which created ownership issues. Contractors were pre qualified and selected by a ‘Central Contract Award Committee” comprising of representatives from federation & all of the provinces. Funds were transferred to the respective provincial governments who were responsible for the execution of the project within their jurisdiction. Federal Project Management Unit (PMU) was however responsible for the overall monitoring of the project.  
Another interesting fact about these projects is that they were initially conceived by Ministry of Environment (2004). Subsequently they were transferred to Ministry of Industries & Production (2006) and then to Ministry of Special Initiatives (2008).  After the passage of a constitutional amendment, long awaited devolution took place. Resultantly Ministry of Special Initiatives was devolved and the work including its development projects was transferred to the provinces. Unfortunately this devolution did not prove to be a seamless transition of powers & responsibilities to the provincial governments which resulted in a number of administrative problems including time and cost overrun for the execution of the projects. 
AUDITORS

The audit of the aforesaid projects was conducted by the Directorate of Federal Government Audit under the umbrella of Auditor General of Pakistan.  

TYPE OF AUDIT

The aforesaid projects were subjected to compliance cum performance audit.
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AUDIT SCOPE & CRITERIA
The scope of this audit is limited to the initiatives taken by the federal government to ensure access of the entire population to the safe drinking water especially its project namely “Clean Drinking water for All (CDWA)” and “Clean Drinking Water Initiatives (CDWI)”. 

With respect to Compliance Audit, the source of criteria were national policies, project documents (PC-1), contracts and allied supporting documents.  Whereas the source of criteria for Performance Auditing was derived from key performance indicators mentioned in the project document that relates to the economy, efficiency and effectiveness with which the policy objectives had to be achieved. 
Audit was based primarily on identification of high risk areas that includes budget controls, site selection, portfolio management and capacity building of end users. Procurement of goods and services, alternate available technological solutions & methods of fund transfers to different regions were other identified high risk areas. Sampling and random selection was employed to reach to a reasonable audit assurance. 

AUDIT OBJECTIVES

The overall objective of the audit was to determine whether the aforesaid projects (i.e. CDWA & CDWI) complied with the objectives or achieved its goals. Following are however specific objectives of this audit exercise;

1. To assess whether the funds were utilized in an efficient & economic manner to achieve the project objectives. 

2. The extent to which the projects were able to deliver on its stated objectives.

3. Adequate mechanisms have been put in place by the government to sustain the provision of safe drinking water to the masses; and 

4. Programs have succeeded in setting up an operational water filtration plant in each and every tertiary administrative unit (i.e. union council) of Pakistan. 

AUDIT METHODOLOGY

Auditing was carried out by utilizing following tools;
1. Review of documents

2. Interviews & Questionnaires
3. Sampling
4. Data Analysis

5. Impact evaluation of risk areas.

6. Observations.

In addition to that, the projects were thoroughly studied in order to better understand its dynamics. Formal & informal media was tapped to better assess the risky areas of the project. In the absence of an independent post implementation evaluation of the aforesaid projects, the most important method used to determine the real impact was interviews and analysis of questionnaire response given by the end users of the filtration plant. All these steps helped in coming up with a sound audit report. 
AUDITEE ORGANIZATIONS

As stated earlier the aforesaid projects kept on rolling from one agency to the other. They were initially conceived by the Ministry of Environment but were later on transferred to Ministry of Industries & Production & subsequently landed in Ministry of Special Initiatives. After the devolution, the said ministry was devolved to the provinces along with these projects. Therefore the auditee organizations were three at the federal level while others were at provincial level. 
AUDIT FINDINGS

As the two projects, i.e. CDWA & CDWI were of similar nature and dealt by same management and executing Ministry, therefore their audit findings have been jointly presented in this section. 

The CDWA project which was launched in 2005 for the installation of 6584 filtration plant in each tertiary administrative unit (i.e. union council) of Pakistan was able to install only 1341 filtration plants till 2011 which shows that only 20% of the prime objective of the project was achieved. This performance has resulted in significant cost & time overrun. Furthermore the general masses were deprived of their basic right of access to safe drinking water. Another casualty of this performance was deprivation of social & economic benefits which the society could have reaped in term of employment generation & increase in economic activities. 
This dismal performance by the project management was the result of host of factors including but not limited to; 

· Failing of project management to effectively plan, execute and monitor the project.

· Project financing was irregular and at time insufficient which led to the delays in project execution. 

· In order to approve any development project exceeding cost of US$ 3.18 Million
 (Rs. 300 Million), it is pre requisite to conduct a thorough Feasibility Study. But it has been found that in the cases of the aforesaid two projects, this requirement was not fulfilled. Such feasibility study may have helped the executing agencies to select the best sites, source of water and type of equipment/technology. It is because of this lapse that the project lasted for abnormally long time and failed to deliver its objective as various dimensions of the projects had to be revised in the mid way time and again prompting revision of project document ( i.e PC-1) more than once.

· The aforesaid projects were not regularly monitored by the Project Management Units & the Monitoring cell of Planning Commission which has resulted in slow progress & sub standard work on the site. 

· The projects kept on shifting from one administrative ministry to the other which gave rise to ownership issues & also affected the project performance.
Another alarming expose was that out of 1341 installed filtration plant under CDWA, 82 plants are non operational. Similarly out of 406 plants installed under CDWI, 123 plants are non operational. This happened due to lack of ownership by the beneficiaries.  

It was also observed that in certain cases, the requirements of “Public Procurement Regulatory Authority Rules” (which ensures transparency & fair play in the procurement of goods and services) were not adhered to. Furthermore the contractors were paid money for plants which were never physically installed on the site.  Taxes due from the contractors were not deducted in full. All these practices have caused undue loss to the exchequer. 
The project which had to be carried out at initial cost  of US$ 130.33 Million
 (Rs. 7.8 Billion) has gone upto revised estimated cost of US$ 342.71 Million5 (Rs. 20.7 Billion) which shows a percentage increase of 165%. This exorbitant increase in project cost can be attributed mainly to their mismanagement.  Fixing of responsibility in this case could be difficult as various agencies were involved including Ministry of Finance, the Planning Commission, executing ministries and provincial governments. In a nutshell, it can be safely concluded that the project failed to achieve its stated objective as well as to exhibit any efficiency, economy and effectiveness in spending public money.  
AUDIT RECOMMENDATIONS

Dynamic & proactive project management is must for the success of any project. This very element seems missing in the case of the aforesaid two projects. Management by competent professionals needed to be considered to facilitate completion of the remaining work within given time schedule.
In the aforesaid two projects, the executing ministries kept on changing which made it difficult to fix responsibility of serious delay in project. Furthermore CDWI was highly centralized project whereas in CDWA, involvement of provinces was ensured as they are the main stakeholders in any such important social sector project. In future it will be more appropriate that the local governments be entrusted greater responsibilities in the domain of provision of basic services to the common man and Federal Government be restrict  to policy making and provision of financial support.  
For future mega projects need to be approved by the competent forum where a thorough feasibility study has first been conducted. It would ensure efficiency and act as a guard against wastage of time & precious public money. 

Non operational filtration plants should be immediately made operational by carrying out a survey, allocating resources and undertaking necessary maintenance work. A thorough inquiry may be conducted to investigate all major instances of breach of financial discipline & responsibility may be fixed. All excess payment to the contractors or nonpayment of taxes and duties where these have been established as such may be got refunded or recovered. 
There is a lack of drinking-water quality monitoring and surveillance programs in the country. Weak institutional arrangements, lack of well equipped laboratories and the absence of a legal framework for drinking-water quality issues have aggravated the situation. It is therefore proposed that the water supplied from these operational filtration plants should be tested at programmed periods by mobile testing labs. It will help in ensuring water quality & health of general public.
There should be a strict monitoring mechanism for all development projects. Periodic monitoring reports should be prepared and sent to the top management. Any deviation from the approved plan should start immediate rectification process, so that the project completion can be managed within the approved timelines.

A good check on the executive could be the uploading of all relevant information about such projects on the websites of the respective ministries including their periodic monitoring report. Such websites should be interactive enabling the public to provide their valuable feedback on all aspects of the project.

Above all, the public awareness of the issue of water quality is dismally low. An aggressive media campaign is needs to be adopted for raising awareness amongst the masses regarding the importance of safe drinking water and ensuring their health. 

STATUS OF AUDIT REPORT
The audit report on CDWA & CDWI remains in consideration with the executives for its finalization. Once the management gives its response on the audit finding, final audit report will be prepared incorporating the management view point. 
CHALLENGES & BARRIERS

Serious environmental problems like inadequate legislation and their enforcement in Pakistan is the most daunting challenge. Pakistan has the weakest response to environmental challenges in its Constitution. There is no specific provision on fundamental rights or principles of state policy in respect of the environment. The implementation of environmental laws and policies has remained an elusive dream. 
Many points emerge if we analyze the current situation and implementation of the environmental legal framework. Some of which are: (a) Lack of comprehensive set of environmental laws, (b) lack of adequate formal enforcement procedures and non-availability of the tools of implementation, (c) lack of awareness, (d)  general lack of adoption to the standard given in the law, and (e) lack of economic incentives [9].
Furthermore, environmental challenges facing Pakistan have been amplified over the years owing to a number of factors including rapid increase in population, increased urbanization and growing poverty. The population of Pakistan has experienced a rapid growth in the past. It was increased from 32.5 million in 1947 to 132.4 million in 1998, 159.2 million in 2004 and is expected to reach 228.8 million in 2025. This fast population growth has led to environmental degradation of an irrevocable nature. 

Majority of the population relies on groundwater for drinking purposes, though it is estimated that about 40 million residents rely on irrigation (surface) water for domestic use, particularly in areas which are brackish. Water quality issues are all pervasive, with arsenic, fluoride and bacteriological contamination becoming a serious problem. The country is water stressed - water availability on a per capita basis has been declining at a disturbing rate, and is estimated to decrease from over 5,000 cubic meters per capita availability in 1951 to about 700 cubic meters by 2025. Declining water resources may further enhance the sanitation problems in the country [10]. Furthermore industrial effluents are a major source of contamination of water resources. A number of legislations including the Factories Act 1934 & Pakistan Environmental Protection Ordinance 1997 have been made to address the issue. Though it’s imperative to have Industrial waste treatment plants to avoid pollution but the cost of their installation & operation is a big hindrance for the industries to go for this particular solution. The enforcement mechanism needs to be bolstered to save precious water resources from further contamination.  
Fragmented ownership of the project seemed biggest challenge in the execution of the audit of the project. The projects were kept on transferring from one ministry to the other. Secondly in the CDWA project, provinces were the implementing agency for the project. Since many agencies were involved in the execution of the project, therefore it became a key challenge for the audit to get hold of entire record which is pre requisite for conducting any fair audit. But this challenge was confronted by developing close networking with different agencies and achieving their due cooperation. 
ENVIRONMENTAL IMPACT OF PROJECT DELAY/FAILURE

Delay in project execution has resulted in impacting the targeted publics thus contributing to affect poor quality of water, especially of that which is normally consumed, has major socio-economic consequences for Pakistan. A recent study carried out by UNICEF has revealed that upto 40% of the hospital beds have been occupied by patients suffering from water related diseases. Diseases such as typhoid, cholera, dysentery and hepatitis are responsible for 33% of deaths [11].Timely completion of the projects could have had a positive impact on this aspect.
The results of the drinking water quality monitoring of 23 major cities revealed that the water resources of Pakistan are facing four major water quality tribulations: bacteriological contamination (27-100 %); arsenic (0-100 %); nitrate (0-54%); and fluoride (0-55). The water samples collected from 23 surface water bodies were all bacteriological contaminated and showed higher values of turbidity, TDS, nitrate and lead. Results of the rural water quality monitoring of 48 sub districts out of 64 to be monitored showed, that 80-85 % water samples are bacteriological unsafe for drinking and contained higher values of TDS and turbidity [12].  
This is despite the fact that investment made by the federal government under its Poverty Reduction Strategy Paper (PRSP) has significantly increased from US$ 73.71 Million
 (Rs. 4,644 Million) in 2001 to US$ 238.76 Million
 (Rs. 19,817 Million) in 2008. Still a vast majority of rural population is devoid of access to safe drinking water [13].
This alarming situation demands immediate action by the government to jumpstart the remaining work on war footing in order to provide basic right to the masses i.e. provision of safe drinking water.
LESSONS LEARNT

The aim of SAIs’ audit work is to increase the quality of government performance and the transparency of its (financial) operations, by providing structured feedback to policy makers and executives. Audits help to raise the consciousness towards the relevance of water problems and to improve the programs of governments to solve these problems.

Safe and clean water is the first line of defense in protecting public health and protecting the basic values that are fundamental to the quality of life. This objective of the project was noble but it was first mass scale executed project of its kind in the region. Lack of expertise in the management of a mega project was perhaps the biggest reason for its failure. Furthermore the follow up projects should not be launched without first conducting thorough post implementation evaluation of the pilot projects.
Projects once launched require continuous financing for their completion within the stipulated time period. But unfortunately many important projects failed to achieve their objectives on account of the uncertainty inherent in public sector financing. Projects once approved by competent forum and included in Medium Term Budgetary Framework (MTBF) should be provided regular financing. Government should consider some out of box solution to ensure regular funding like keeping a block allocation of funds for duly approved projects of social importance.  
The World Bank in its report asserts that governments are more effective when they listen to citizens and work in partnership with them in deciding and implementing policy. Where governments lack mechanisms to listen, they are not responsive to people’s interests. Decentralization can bring in representation of citizens’ interests [14]. 

This ultimately boils down to governance issue in the country. Governance simply means process of decision making and the process by which decisions are implemented (or not implemented) [15]. Decision making at all the tiers of government is far from being perfect. Projects are undertaken for political & other considerations rather than being conceived on genuine grounds. Main stakeholder i.e. ordinary citizen is kept out of loop which results in weak bonding of people with the public sector projects. It results in increased cost & even failure of such ill conceived projects. Projects launched by certain NGO’s like Agha Khan Rural Support Program (AKRSP) are big success stories. The underlying reason for their success is identification of need driven projects, community involvement and creation of stake of the people in the success of the project. All these factors provide conducive environment for the success of such projects. 
The public sector at all the three levels of management and governance — federal, provincial and district — is overly centralized and faces serious management and governance challenges, which in turn limit its ability to deliver. Management challenges arise due lack of clear roles, responsibilities and prerogatives at the three levels of government and multiple, often conflicting directions coming from different levels.
In order to initiate any public sector project a proper need assessment should be done. No public sector intervention can be successful until and unless it is demand driven. Stakeholder’s consultation & involvement is the key to success of any such public service project. In mega projects, proper feasibility study should be conducted in order to ensure seamless execution of project and prevent delays which normally results in heavy cost overrun. 
Furthermore decision making should be devolved. People should be given the ownership of such welfare projects. Federation and provinces should involve themselves in macro level decision making whereas micro level decision making should be transferred to the grass root level. Active community involvement ensures the sustainability & security of the project. By instilling sense of ownership, the community serves as the guardian of the project thereby ensuring that maximum benefit is reaped from the project with minimal operation & maintenance cost. In short, community empowerment is the key to success of any initiative. 
ACRONYMS & ABBREVIATIONS

AGP

Auditor General of Pakistan

AKRSP

Agha Khan Rural Support Program

CDWA

Clean Drinking Water for All

CDWI

Clean Drinking Water Initiative

CDWP

Central Development Working Party

EA

Environment Audit

ECNEC

Executive Committee of National Economic Council

MDG

Millennium Development Goals
MTBF

Medium Term Budgetary Framework
MTDF

Medium Term Development Framework

NEAP

National Environment Action Plan

NGO

Non Government Organization

PCRWR
Pakistan Council of Research in Water Resources
PMU

Project Management Unit

PRSP

Poverty Reduction Strategy Paper

PSDP

Public Sector Development Program

PSLM

Pakistan Social & Living Standard Measurement Survey

SAI

Supreme Audit Institution

TDS

Total Dissolved Solids

UNICEF
United Nations Children’s Fund (Formerly United Nations International Children Emergency Fund.

WWF
World Wide Fund for Nature (Formerly World Wildlife Fund)
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� At Year 2004 Exchange rate US$ 1= Rs. 57.8


� At Year 2005 Exchange rate US$ 1= Rs. 59.7


� At Year 2006 Exchange rate US$ 1= Rs. 60.4


� At Year 2006 Exchange rate US$ 1= Rs. 60.8





� At Year 2012 Exchange rate US$ 1= Rs. 94.2


� At an exchange rate of base year 2006 (US$ 1= Rs. 60.4)


� At Year 2001 Exchange Rate US$ 1= Rs. 63


� At Year 2008 Exchange Rate US$ 1= Rs. 83
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