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Clause 14.3 of instructions to the bidders provides that all 
the operators who are not depositing their due installment regularly 
to NHA shall not be allowed to participate in bidding process.  

 
Audit noted that as per standard procedure applications were 

invited from the intended bidders for pre-qualification for operation, 
management and maintenance of toll plazas on National Highway 
network. Subsequently, bids were invited from the pre-qualified 

bidders and contracts were awarded to the highest evaluated 
bidder. Audit further noted that as per pre-bid meeting held on 26th 
June, 2015 with qualified bidders it was decided at agenda item 

No. 13 that bids of OMC/Bidders with shortfall and/or under 
default will not be accepted. 

 
Audit observed that Deputy Director (Toll Plazas) requested 

on 22nd June, 2015 for default status (if any) of 38 companies 

which were pre-qualified. In response, Deputy Director (Revenue) 
informed that 17 contractors were defaulters and shortfall in 

installments of Rs 765.209 million was involved. Audit further 
observed that despite of this fact these contractors participated in 
bidding process and toll plazas were awarded to them in violation of 

rules. This resulted in irregular award of toll operation contracts for 
Rs 6,542.899 million to the defaulters, as detailed below: 

(Rs. in million) 

S. 
No 

Name of Contractors 
No. of Toll 
plazas 
awarded 

Net guaranteed 
value per annum 
of all toll plazas 

1 M/s Ahmed Khel 

Construction 

01 2.222 

2 M/s NLC 14 4,886.232 

3 M/s Three Star Comp & 
Malik Mazhar & Co (JV) 

02 91.893 

4 M/s Abdul Qayoom 
Mazari 

03 927.519 

5 M/s Haji M. Abbas Khan 01 86.667 

6 M/s Afridi Operators 01 105.033 

7 M/s Bara Brothers 02 373.334 

8 M/s Ijaz & Company 03 69.999 

  Total 6,542.899 

 
Audit is of the view that award of contracts to defaulter 

bidders was due to weak internal controls. 

 
Audit pointed out the irregularity in April 2017. The 

Authority did not reply. 



 

 The matter was discussed in the DAC meeting held in 
December 2017 wherein, NHA explained that outstanding / 
shortfall reported by Revenue Section against some contractors of 

toll plazas pertained to last month’s toll revenue installment 
against which securities had already held with NHA. In some cases 
on the requests of OMCs their default was adjusted against toll 

revenue securities already held with NHA and letter of 
commencement issued only after clearance report received from 

NHA Revenue (Receipt) section. Mostly, receipts were deposited by 
the contractors in time. However, some installments on certain toll 
plazas were delayed which were deposited later on and the 

contractors were not declared as defaulters. DAC directed NHA to 
get the record verified with reference to tender condition. 

 
Compliance to the DAC’s directive was not made till the 

finalization of this report. 

 
Audit recommends early compliance to the DAC’s directive 

besides action against the responsible(s) for award of works to 

defaulters. 
 

Departmental 

Reply  
 All the operators mentioned in the para have been depositing 

their due installments regularly. They were therefore allowed 

to participate in the bidding process.     

 The letter of DD (Revenue) dated 25-06-2015, indicated in 

the para, mentions names of those contractors against 
whom the installment for the month of June was awaited. 

However, the amount of securities held by NHA against these 
contractors were more than installments due. (Detail 
attached along with relevant documents) 

 However, in some cases, on the request of OMCs the 
installment due was adjusted against revenue securities 

already held with NHA.  Letter of commencement issued only 
after clearance report received from NHA Revenue (Receipt) 
section.  

 In the view of the position stated above, none of the operator 
was declared as defaulter and no loss suffered by NHA. 

Therefore, they stood qualified and eligible to participate in 
the tendering process. 

 As the bids of above-mentioned contractors were highest. 
These were accepted to avoid loss which would have been 
suffered in case the highest bids were ignored and the 

contracts were awarded to the next highest.   
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Audit noted that General Manager (Revenue), NHA awarded seven 

(7) contracts to the toll operators for collecting toll at various 
sections of national highways i.e. Havelian, Balakot, Mansehra, 

Khanozai, Pabbi, Chakdara and Kashmore-Ubaro during financial 
year 2015-16 with net guaranteed annual revenue.  

 

Audit observed during review of computerized annual 
revenue receipt statement prepared by the Revenue Section 
(Finance Wing) that contractors had not paid monthly installments 

and defaulted. Audit further observed that NHA neither 
forfeited/enchased bank guarantees and performance securities 

nor terminated their contracts and went for re-bidding within that 
financial year. The NHA also did not try to run toll plaza during 
financial year 2015-16 on interim basis to avoid financial losses. 

This resulted into non-forfeiture of bank guarantees and non-
encashment of performance bonds for Rs 39.597 million. 
 

Audit was of the view that weak internal and financial 
controls resulted in mismanagement of toll plazas. 

 

Audit pointed out non-recovery in April 2017 but the 
Authority did not reply. 

 
Departmental 

Reply  
             Five toll plazas mentioned in this para are located in remote 

areas of Balochistan, Sindh and KPK. Introduction of these plazas 
among others were planned to extend the network of the toll plazas 
so as to increase the revenue collection (Annex-I). However, due to 

public resistance and non-development of toll culture, these toll 
plazas could not be established. To overcome this difficulty, various 
attempts were made to seek also the help of Local, District and 

Provincial authorities (Annex-II), but NHA did not get any response 
from these authorities. However, NHA kept perusing its policy of 

introduction of new toll plazas and undertook bidding process 
repeatedly upto the year 2018-19 (statement showing number of 
attempts made in this context and relevant papers are placed 

at Annex-III). Though various Operators were eager to commence 
toll operation activities and participated in the bidding process but 
toll operations could not be commenced in these areas due to the 

factors mentioned above. 
          The case of Mansehra toll plaza was the worst of the kind 

which faced violent movement and subjected to lengthy litigation 
process. This plaza remained operative through local government 
till 2010 on 50:50 sharing basis. In 2010, NHA tried to operate this 



plaza at its own through private operator but could not succeeded 

due to public resistance. The violent movement on the part of 
public at large i.e. civil society, SHO of Police Station Saddar 
Mansehra submitted a complaint in the Court of Senior Civil Judge 

Mansehra. The Court attached the toll plaza U/s 146 Cr PC on 
19.05.2010 (Annex-IV). Peshawar High Court Abbottabad Bench 
upheld the decision of Senior Civil Judge. After hectic efforts by 

NHA, the Supreme Court of Pakistan set aside the impugned 
judgement of Peshawar High Court together with the order passed 

by the Senior Civil Judge Mansehra (Annex-V). Even then NHA 
could not made the Mansehra toll plaza operative because of non-
cooperation of local and district management (Annex-VI). 

          As far the observation by the Audit to run toll plazas by NHA 
on its own through interim basis to avoid losses, it is submitted 

that in the absence of toll culture and cooperation from the public 
and local administration, commencement of toll operations is yet 
proved to be a dream. Once the toll operations are commenced 

successfully, option will be open either to run these plazas on 
interim basis or through toll operator. Presently, the main 
consideration on the part of NHA is how to introduce toll culture 

and commence the toll collection activities successfully.    
         As far observation of Audit regarding forfeiture of bank 

guarantee and encashment of performance bonds, it is submitted 
that the action to this effect could have been taken had the toll 
operations been commenced and collection of revenue been made. 

In the absence of both it was not relevant to forfeit the bank 
guarantees and encash the performance bonds. 

        It will not be out of the place to mention that NHA even offered 
FWO and NLC to assume the responsibilities and submit bid for 
Operation, Management and Maintenance of these plazas (Annex-

VII), but they did not even bother to respond. 
        As matter of fact, the act of non-commencement of toll 
operations on these plazas fall within the meanings of Force 

Majeure as the circumstances mentioned above are beyond the 
control of either party and hence no claim of damages or loss is 

legally accrued on either party within the meaning of Article 12.3 of 
CoC (Annex-VIII).  
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Audit noted that G.M (Revenue) awarded three contracts in Khyber 

Pakhtunkhwa to the toll operators for collecting toll in financial 
year 2015-16 with net guaranteed annual revenue.  
 Audit observed during review of computerized annual 

revenue receipt statement and toll revenue security deposit 
prepared by Revenue Section (Finance Wing) that these contractors 

had not paid monthly installments and defaulted. Further, these 
contractors also did not pay toll revenue security in shape of bank 
guarantee or pay order as per statement produced by Revenue 

Section but only paid 2.5% performance security.  
Audit further observed that after their default instead of 

forfeiture of toll revenue security and one month advance 
installment along with performance security, the Authority issued 
sanction memo to adjust these amounts to shortfall of ETTM toll 

plaza. 
Audit was of the view that as per above mentioned provision 

of NHA code if an emergency arising from the premature 

termination of contract or due to suspension of the toll collection 
by the contractor for reasons beyond his control the General 

Manager (Region) after seeking approval of the Chairman, NHA, 
shall collect the toll revenues departmentally till award of a fresh 
contract.  This resulted into loss due to not taking over the 

possession of toll plazas after default of operators for Rs 156.267 
million and unjustified issuance of commencement order for Rs 

208.367 million. 
Audit pointed out loss in April 2017, but the Authority did 

not reply. 

 The matter was discussed in the DAC meeting held in 
December 2017, wherein, NHA explained that operators 
constructed the temporary toll plazas but due to public resistance 

and non-development of toll culture, locals of the vicinity destroyed 
the toll plaza. NHA in this regard requested the Secretary, Khyber 

Pakhtunkhwa and Northern Areas to cooperate in establishing NHA 
writ but no response was received from district administration. 
Resultantly, no toll collection could be deposited. Therefore, 

contracts of these toll plazas were terminated by Chairman NHA 
along with release of securities deposited with NHA. DAC decided to 

refer the para to PAC for deliberation/decision. 
 Audit recommends that NHA should adopt measures for 
exploitation of opportunities of revenue. 

Departmental 

Reply  
The para is regarding Pabbi and Chakdarra plazas. The position is 
the same as narrated in printed para 4.4.18.1 of 2017-18 i.e. 

introduction of these plazas among others were planned to extend 



the network of the toll plazas to enable increase in revenue 

collection (Annex-I). However, due to public resistance and non-
development of toll culture these toll plazas could not be 
established. Attempts have also been made to seek help of 

Provincial authorities, but NHA did not get any response from these 
authorities. However, NHA kept perusing its policy of introduction 
of new toll plazas and continued to re-biding uptill 2018-19 

(statement and relevant papers are at Annex-II). Though 
response from various Operators have been received but toll 

operations could not be commenced in these areas because of 
public resistance and non-development of tolling culture. 
          As far the observation by the Audit to run toll plazas by NHA 

on its own through interim basis to avoid losses, it is submitted 
that once the toll operation would have been successfully 

commenced it was possible to take over the plazas by NHA.  
         As far the observation of Audit regarding forfeiture of bank 
guarantee and encashment of performance bonds, it is submitted 

that the action to this effect could have been taken had the toll 
operations been commenced and collection of revenue been made. 
In the absence of both it was not relevant to forfeit the bank 

guarantees and encash the performance bonds. 
        As matter of fact, the act of non-commencement of toll 

operations on these plazas fall within the meanings of Force 
Majeure as the circumstances mentioned above are beyond the 
control of either party and hence no claim of damages or loss is 

legally accrued on either party within the meaning of Article 12.3 of 
CoC (Annex-III). 
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Audit noted that neither penalties were imposed annually on 
contractors for late submission of monthly guaranteed revenue nor 
they were marked as defaulter and stopped from participation in 

bidding process on time. Mismanagement results in leakages of 
revenue. 

 
Audit observed that every year approximately Rs 1,000.000 

million (10% of total annual toll revenue) is going in account 

receivable and up to close of fiscal year 2015-16 the amount 
reached to Rs 7,962.556 million. The Authority neither terminated 
contracts on due time after 8th day of shortfall as per above 

mentioned rules nor taken timely measures to re-award toll plazas 
promptly. This mismanagement of NHA resulted in an 

accumulation of toll income receivable of Rs 7,962.555 million. 
 
Audit was of the view that mismanagement was due to 

negligence, weak internal and financial controls. 
 

Audit pointed out the issue in April 2017. The Authority did 
not reply. 

 

 The matter was discussed in the DAC meeting held in 
December 2017, wherein, NHA explained that penalty had been 
imposed in some cases. The DAC directed NHA that efforts made 

for recovery and outcome may be shared with Audit. 
 

Compliance to DAC’s directive was not made till the 
finalization of this report. 

 

Audit recommends early compliance to DAC’s directive 
besides action against the defaulters for non-payment of 

Authority’s dues.  
 

Departmental 

Reply  

  The amount of Rs. 7,962.556 million as shown in the audit observation 

as toll revenue receivable was an interim figure relating to the fiscal year 2015-

16 when the accounts was not closed. The actual figure is Rs. 5,344.922 million, 

as per final audited accounts for the year 2015-16 (A copy of the relevant page 

of the accounts is attached at Annex-I) 

 Secondly, the figure of Rs. 5,344.922 million does not represent 
receivable on account of monthly installments due from the contractors but 

major component of this amount constitutes disputed receipts pending 

resolution between NHA and the contractors. 62% of the receivables (Rs. 3.319 

billion) was the amount due from M/s FWO and 11% of the receivables were due 

from M/s NLC, NADRA, M/s HOME, etc. This leaves only 27% (Rs.1.453 billion) 
due from private contractors.  

 



 As the audit observation is mainly related to recovery from private 

contractors, it is submitted that the balance amount is being pursued for 

recovery. However, it is pertinent to mention that none of the defaulters is being 

allowed to participate in the bidding process of NHA. 
 

 Revenue section is watching the operator’s performance in letter and 

spirit and imposing penalties for delay in deposit of installments as per 

conditions of contracts. Whereas necessary, adjustment is being made against 

their performance securities or pay orders. 
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Audit noted that National Highway Authority awarded eight 

(08) contracts to the toll operators in Balochistan for collecting toll 
in financial year 2015-16 with net guaranteed annual revenue 

approximately after 7 months of decision of 251st Board’s meeting 
held on 07th July, 2015.  

 

Audit observed that normal tendering process took maximum 
3 months. During this period the Authority did not bother to run 
these toll plazas through regional General Managers. This resulted 

into loss for  
Rs 34.652 million. Audit further observed during review of 

computerized annual revenue receipt statement prepared be 
Revenue Section (Finance Wing) that 05 out of 09 contractors had 
not paid monthly installments and defaulted. NHA neither 

forfeited/enchased bank guarantees and performance securities 
nor terminated their contracts and went for re-bidding within that 

financial year. This resulted into non-forfeiture of bank guarantees 
and non-encashment of performance bonds for Rs 5.854 million.  

 

Audit was of the view that non-forfeiture/non-encashment of 
performance bond was due to negligence, weak internal and 
financial controls. 

 
Audit pointed out loss in April 2017, but the Authority did 

not reply. 
 The matter was discussed in the DAC meeting held in 
December 2017, wherein, NHA explained that to establish tolling 

culture and NHA writ in Balochistan procurement was done under 
special procedure and on reduced toll rates. Toll operators had to 

construct temporary toll plaza on the locations but due to local 
politicians and public resistance and due to non-development of 
tolling culture, locals of the vicinity destroyed the toll plaza. NHA in 

this regard requested Secretary, Balochistan to cooperate in 
establishing NHA writ but no response was received from district 
administration. Resultantly, no toll collection could be deposited 

and contracts of these toll plazas were terminated by Chairman 
NHA. DAC decided to refer the matter to PAC for 

deliberations/decision. 
 Audit recommends that appropriate measures be taken to 
exploit opportunities of revenue. 

Departmental 

Reply  
             The Five toll plazas mentioned in this para are located in 
Balochistan province. The aim of establishing these plazas was to 



develop tolling culture in Balochistan and increase in revenue 

collection. However, due to public resistance and non-presence of 
toll culture, these toll plazas could not be established. Various 
attempts have also been made to seek help of Local, District and 

Provincial authorities, but NHA did not get any response from these 
authorities. However, NHA kept perusing its policy of introduction 
of new toll plazas and continued to re-biding uptill 2018-19 

(statement showing number of attempts made in this context 
and relevant papers annexed). Though response from various 

Operators have been received but toll operations could not be 
commenced in these areas because of public resistance and non-
development of tolling culture. 

           As far the observation by the Audit to run toll plazas by NHA 
on its own through interim basis to avoid losses, it is submitted 

that once the toll operation would have been successfully 
commenced it was possible to take over the plazas by NHA.  
         As far the observation of Audit regarding forfeiture of bank 

guarantee and encashment of performance bonds, it is submitted 
that the action to this effect could have been taken had the toll 
operations been commenced and collection of revenue been made. 

In the absence of both it was not relevant to forfeit the bank 
guarantees and encash the performance bonds. 

         NHA even offered FWO and NLC to bid for Operation, 
Management and Maintenance of these plazas, but no response 
was received. 

        As matter of fact, the act of non-commencement of toll 
operations on these plazas fall within the meanings of Force 

Majeure as the circumstances mentioned above are beyond the 
control of either party and hence no claim of damages or loss is 
legally accrued on either party within the meaning of Article 12.3 of 

CoC. 
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Para-12(b) Chapter-11 of NHA Code Vol-I provides that, “as a 
general rule, tolls shall be collected through an O&M contractor 
procured under PPRA/RMA Rules as a service contract or as a 

maximum guaranteed bid. In the event of an emergency arising 
from the premature termination of contract or due to suspension of 

the toll collection by the contractor for reasons beyond his control, 
the General Manager (Region) after seeking approval of the 
Chairman, NHA, shall collect the toll revenues departmentally till 

award of a fresh contract. General Manager concerned shall employ 
such establishment on work charge basis. Expenditure on pay and 
allowances of such establishment shall be a legitimate charge 

against toll revenues. Further Pre-qualification Notice was issued 
on 12th May, 2015 in daily Dawn News for operation, management 

and maintenance (OM&M) contracts of Toll Plazas (Manual) on 
National Highway Network for the Fiscal year starting from 1st July, 
2015 and ending in 30th June, 2016. 

 
 Audit noted that NHA awarded 47 contracts for operation 

and management of toll plazas all over the Pakistan after pre-
qualification of contractors. Audit further noted that Letters of 
Acceptance were issued in September 2015 for the back period 

starting from 1st July, 2015 and ending in June 2016 against 
reserved prices offered by the contractors and accepted by Bid 
Evaluation Committee.  

 
 Audit observed that majority of the contractors paid revenue 

at old rates from 1st July, 2015 to 30th September, 2015 as pre-
qualification process was started late in May 2015 and whole 
process of awarding contracts took approximately 3 months. Audit 

further observed that issuance of acceptance letters from back 
dates period was totally unjustified and contractors did not pay the 

net guaranteed revenue of one year even in cases where sitting 
operators awarded the new contract as per rate offered in bidding 
process up to close of fiscal year 30th June mentioned in letter of 

acceptances. This resulted into shortage/deficient of revenue for Rs 
2,173.873 million (Rs 8,502.779 million offered by contractors for 
period ending 30th June, 2016 minus actual revenue paid i.e. Rs 

6,328.906 million). 
 

Audit was of the view that due to mismanagement, delay in 
award of fresh contracts and non-deposit of annual guaranteed 
revenue, NHA sustained a loss of Rs 2,173.873 million. 

Audit pointed out the loss in April 2017, but the Authority 
did not reply. 



 The matter was discussed in the DAC meeting held in 

December 2017, wherein, NHA explained that 87 bidding 
documents were reviewed for prequalification which took time. 
Moreover, due to holy month of Ramadhan and delay in Executive 

Board meeting process was delayed. Since extensive scrutiny was 
involved, extensions were granted to the existing operators. DAC 
directed NHA to streamline the system for timely initiation of the 

process. Moreover, provisions be made in agreement that if contract 
is extended, differential of revenue as per new rates achieved in 

fresh tendering would be paid by the contractor. 
 

 Compliance to the DAC’s directive was not made till the 

finalization of this report. 
 

 Audit recommends early compliance to the DAC’s directive 
besides action against the responsible(s) for loss. 

 
Departmental 

Reply  
            It is stated that procurement of 60x manual toll plaza for FY 
2015-16 was initiated on 12th May 2015 with the intention to 

mobilized the new contract w.e.f. 01-07-2015. (Annex-I) 
           In response, firms/individuals submitted their documents 
for prequalification. After detailed scrutiny of PQ documents 38 

firms/individuals out of 87 were declared qualified. 
           Pursuant to be declared successful, Financial bids of 

qualified bidders were received and opened on the same day i.e. 7th 
July, 2015 at 10:00 hours (Annex-II) in the presence of Tender 
Opening and Evaluation Committee (Annex-III). 

          Bids received were evaluated and summarized position is as 
under:  

S.
# 

Toll Plazas offered for Bidding 60 

a. Toll Plazas of Balochistan withdrawn prior to Bidding 09 

b. 
Toll Plazas of M-9 (Karachi & Hyderabad) withdrawn 
prior to Bidding – extension of time till financial close 

by FWO on M-9 (BoT) project is requested. 

02 

c. 
Toll Plazas where no bid received may be allowed to 
include in the re-tendering 

02 

d. Toll Plazas where only single or two bids received 27 

e. Toll Plazas with more than two bidder 20 

           Accordingly toll operations of 20 toll plazas were awarded to 

highest bidders on 23.07.2017 (Annex-IV) by Chairman NHA and 
remaining 27 toll plazas against which two or less bids received 
were referred to NHA Executive Board under clause-10(c) for 

Chapter Three of NHA Code Vol-I for approval of award. 
          NHA Executive Board in its 252nd meeting held on 
19.08.2015 approved the award of 27 toll plazas to highest bidders 

(Annex-V). Thereafter letter of acceptance was issued to highest 
bidders as per approval of NHA Executive Board (Annex-VI). 



          Thus, the process of award of contract was completed in two 

phases. During first phase, contract was awarded to 20 operators 
in July 2015 and they commenced their work accordingly. The 
second phase commenced in September 2015 after approval from 

the NHA Executive Board. During this process, contract was 
awarded to 27 operators on competitive basis. 
           Award of contract for 47 plazas as observed by the Audit 

was carried out in two phases of 20 and 27 plazas. Regarding 20 
plazas awarded in July 2015, neither the extension was granted 

nor the award was made back dated. Regarding 27 plazas, 
extension was granted due to rebidding as approved by NHA 
Executive Board and completion of award process. The award was 

not made back dated but w.e.f. September 2015 ((Annex-VII)). 
          Further extension was granted on same terms and 

conditions with the approval of Chairman NHA as provided in NHA 
code (Annex-VIII & Annex-IX). 
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Para-12-b Chapter Eleven of NHA Code Vol-I provides that 
Toll shall be collected through an O&M contractor procured under 

PPRA/ RMA Rules as a service contract or as a maximum 
guaranteed bid. 

Audit noted that National Highway Authority opened bids of 
61 Manual Toll Plazas for the year 2016-2017 whose tenure was 
expiring on 30th June, 2016.  

Audit observed that reserve price for the year 2016-17 was 
arrived at by the NTRC by adding 5% price on the rates 
offered/accepted for the toll plazas for the financial year 2015-16. 

Audit further observed that Reserved price was estimated by the 
NTRC without following the traffic counting on each toll plazas and 

considering the traffic flow/increase and price indexation/ 
escalation per annum  accepted by the NHA. In the estimates of 
civil works and price scheduling 10% escalation per annum was 

taken by the authority, but for revenue collection was arrived at by 
simple addition of 5%, which was not found authentic. This 

resulted into loss of Rs 501.70 million.  
Audit pointed out the loss in September 2017. The Authority 

replied that Ministry of Communications, Government of Pakistan 

had authorized National Transport Research Centre (NTRC) an 
independent organization as third party, to determine the reserve 
price. Accordingly, NTRC provided the reserve price to NHA. 

However, it is apprised that NHA got 24% rise on 35 toll plazas and 
10% rise on 21 toll plazas through open competitive bidding 

process for financial year 2016-17 against last year revenue of FY 
2015-16 which comes to Rs 1,886.384 million. The reply was not to 
the point. As pointed out in the audit observation that NTRC 

calculated reserve prices on lesser side without following and 
adopting cost accounting analysis, rather increase @ 5% was added 

in the previous year revenues, which was not a scientific way. 
 
The matter was discussed in the DAC meeting held in 

January, 2018. DAC observed that the objective of the Committee 
constituted in 2012 was to exercise an oversight in the process of 
toll contracts and NTRC was responsible to provide a base price. 

DAC directed NHA to submit revised reply along with analysis of 
last five years within 15 days. Further awards of such contracts 

may be ensured through the committee constituted as an oversight 
mechanism.     

Compliance to the DAC’s directive was not made till the 

finalization of this report.  
Audit recommends appropriate corrective measures. 



Departmental 

Reply  
            It is stated that the process for procurement of 60x manual 

toll plazas for FY 2015-16 was carried out on 12th May, 2015. Bids 
were called as per PPRA Rules 2004. The plazas were awarded 
through open competitive bidding process.  

           As provided vide clause 13.1 of instructions to bidders 
(Annex-I) (and rightly observed by the audit), the Employer has 
been required to award the contract to the bidder whose bid has 

been determined to be substantially responsive to the bidding 
documents and who has offered the highest evaluated Net 

Guaranteed Revenue per year to the Employer. 
           Thus, the contracts were awarded on the basis of above 
provision instead of the reserve price due to the following reasons:   

i. Determination of reserve price is not a continuous process as 
it was done in June 2015 on the request of NHA (Annex-II). 

ii. While communicating the reserve prices to NHA vide NTRC 
letter No. NTRC-15(16)/2008 dated 29th June 2015, they 
indicated the prices as “proposed” and not firm (Annex-III). 

iii. As indicated by NTRC in their letter that reserve price is 
based on traffic count data only whereas the bidders are 
required to consider number of other factors as provided 

under clauses 19.1 (i) and 21.1 (as reproduced below) of 
instructions to bidders (Annex-IV): 

          19.1(i)  “All the factors which may affect the revenue   
  collection like traffic trends, traffic mix, seasonal  
  variations, mix of commuters, volume of exempted  

  vehicles, toll culture, tolling efficiency, tolling trends  
  etc. shall be taken into account by the bidders while  

  quoting their bid” 
 21.1  “Bidder must verify and supplement by his own   
  investigations the all necessary information about  

  site, traffic volumes, local conditions etc. for the   
  purposes of filling and submitting his bid and entering 
  into the contract” 

           Further, The bid opening and elevation committee while 
considering the base line of -15% as fixed in NHA Code 2005   

(Annex-V) for award against maintenance and construction works, 
recommends the award due to the reasons that retendering will 
take sufficient long time to be initiated in line with PPRA Rules 

2004 and the toll plaza’s original contract period already expired on 
30th June 2015 and if these plazas were operated on interim basis, 
the collection of revenues was expected to be on the lower side 

because of non-availability of expertise with the Authority.  
          Keeping in view the above facts, case was submitted before, 

the NHEB in its meeting No. 252 dated 19-08-2015 (Annex-VI), to 
approve the bids on competitive basis i.e. highest evaluated net 
guaranteed revenue per year.          

          Presently NHA has initiated the process of AVC based 
Electronic System for classification of vehicles crossing the plazas, 

which will help out the Authority in process of traffic counting and 
fixing of reserve prices. 
 Presently NHA has initiated the process of AVC based 



Electronic System for classification of vehicles crossing the plazas, 

which will help out the Authority in process of traffic counting and 
fixing of reserve prices. 
 Members of oversight committee were duly informed about 

the bid opening but due to pre-engagements of the members they 
often unable to attend the meeting (Annex-VII). 
          Analysis of last five years as requested by audit has been 

carried out and a statement carrying the requisite analysis is 
(Annex-VIII).  
 

 
 

 
 

 
 

 
 
 

 
 
 

 
 

 
 
 

 
 
 

 
 

 
 
 

 
 

 
 
 

 
 
 

 
 

 
 
 

 
 

 



WORKING PAPER OF PRINTED PARA NO. 4.4.51.1 
PERTAINING TO GM (REVENUE) HQ 2017-18 

Headings Description 

Printed Para # 

PDP# 111 

4.4.51.1 

Subject  Loss of revenue due to award of contracts below reserved 
prices - Rs 170.915 million 

Contents of Para 
 
 
 
 
  

 
 

 

Audit noted that NHA awarded eighteen (18) contracts for manual 
operating and maintenance of toll plazas during 2015-16. 

 

Audit observed that the toll plazas were awarded below the 
reserve prices set out through help of data collected from NTRC 

(National Transport Research Centre). Audit further observed that 
the Authority neither rejected bids for re-bidding process nor took 
over the possession of toll plazas during process of re-bidding to 

safe guard the interest of the Authority and safe it from financial 
losses. This resulted into loss of Rs 170.915 million. 

 

Audit was of the view that loss occurred due to weak internal 
and financial controls and mismanagement of NHA. 

 
Audit pointed out loss in April 2017 but the management did 

not reply. 

 
 The matter was discussed in the DAC meeting held in 

December 2017, wherein, NHA explained that reserve price and bid 
price could not be same. The bid value is true value which was 
arrived in competitive bidding which was ensured. Resultantly, 

revenue had increased in the recent years. The mechanism for 
intensive survey for determination of proper reserved price was 
being reviewed. DAC directed NHA to complete the process of 

streamlining the reserved price mechanism and share the outcome 
with Audit. Detailed justification may also be provided to Audit for 

accepting bids below the reserved price.   
 
Compliance to the DAC’s directive was not made till the 

finalization of this report. 
 

Audit recommends early compliance to the DAC’s directive 
besides action against the responsible(s) for loss. 

 
Departmental 

Reply  
             It is stated that the process for procurement of 60x manual 
toll plazas for FY 2015-16 was carried out on 12th May, 2015. Bids 

were called as per PPRA Rules 2004. The plazas were awarded 
through open competitive bidding process.  
           As provided vide clause 13.1 of instructions to bidders 

(Annex-I) (and rightly observed by the audit), the Employer has 
been required to award the contract to the bidder whose bid has 

been determined to be substantially responsive to the bidding 
documents and who has offered the highest evaluated Net 
Guaranteed Revenue per year to the Employer. 



           Thus, the contracts were awarded on the basis of above 

provision instead of the reserve price due to the following reasons:   
iv. Determination of reserve price is not a continuous process as 

it was done in June 2015 on the request of NHA (Annex-II). 

v. While communicating the reserve prices to NHA vide NTRC 
letter No. NTRC-15(16)/2008 dated 29th June 2015, they 
indicated the prices as “proposed” and not firm (Annex-III). 

vi. As indicated by NTRC in their letter that reserve price is 
based on traffic count data only whereas the bidders are 

required to consider number of other factors as provided 
under clauses 19.1 (i) and 21.1 (as reproduced below) of 
instructions to bidders (Annex-IV): 

          19.1(i)  “All the factors which may affect the revenue   
  collection like traffic trends, traffic mix,    

  seasonal variations, mix of      
  commuters, volume of exempted vehicles, toll culture,  
  tolling efficiency, tolling trends etc. shall be taken into  

  account by the bidders while quoting their bid” 
 21.1  “Bidder must verify and supplement by his own   
  investigations the all necessary information babout  

  site, traffic volumes, local conditions etc. for the   
  purposes of filling and submitting his bid and entering 

  into the contract” 
           Further, The bid opening and elevation committee while 
considering the base line of -15% as fixed in NHA Code 2005   

(Annex-V) for award against maintenance and construction works, 
recommends the award due to the reasons that retendering will 

take sufficient long time to be initiated in line with PPRA Rules 
2004 and the toll plaza’s original contract period already expired on 
30th June 2015 and if these plazas were operated on interim basis, 

the collection of revenues was expected to be on the lower side 
because of non-availability of expertise with the Authority.  
          Keeping in view the above facts, case was submitted before, 

the NHEB in its meeting No. 252 dated 19-08-2015 (Annex-VI), to 
approve the bids on competitive basis i.e. highest evaluated net 

guaranteed revenue per year.          
          Presently NHA has initiated the process of AVC based 
Electronic System for classification of vehicles crossing the plazas, 

which will help out the Authority in process of traffic counting and 
fixing of reserve prices. 
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Audit noted that NHA awarded two (02) contracts for manual 
running of toll plazas at Moro and Saeedabad to the same 

contractor to whom these were awarded in previous fiscal year 
2014-15 with higher net guaranteed revenue per year.  

 Audit observed that for fiscal year 2015-16 net guaranteed 
revenue was assumed above than previous year rate or above the 
reserved prices based on NTRC data. But the Executive Board 

neither considered the reserve prices based on previous year rate 
nor based reserve prices based on NTRC data while accepting the 
rates of bidder.  

Audit further observed that as per Deputy Director (Revenue) 
letter No.NHA/Fin/RR/01/12/119 dated June, 2015, a sum of Rs 

440.627 million against installments were short against different 
manual toll plazas even then the contractor participated in the 
bidding process and got contract on below rates that was paying 

last year in violation of clause 14.3. The Authority did not reject the 
bids and awarded the work on lower rates resulting into loss of 

revenue of Rs 29.215 million. 
Audit was of the view that loss occurred due to weak internal 

controls. 

Audit pointed out the loss in April 2017. The Authority did 
not reply. 
 The matter was discussed in the DAC meeting held in 

December 2017, wherein, NHA explained that reserve price worked 
out by NTRC was mere an estimation of projected revenue for next 

financial year which does not take into account any factor such as 
traffic diversion, traffic mix, political situations/dharna, contract 
period (8, 10 or 12 months), and law and order situation, whereas 

the bidder had to cater for all these factors in order to work out his 
net guaranteed bid. The Executive Board is vested by NHA code to 

accept the bids which were 10% above or below the estimate. As 
the bids under discussion were less than 5% of reserve price and 
the same was also approved by NHEB. DAC directed that NHA 

should adopt more scientific approach and proper computer 
generated count/data for determination of proper reserve price. 
DAC directed NHA to share efforts made by NHA to improve the 

system with Audit along with supporting record and outcome. 
Compliance to the DAC’s directive was not made till the 

finalization of this report. 
Audit recommends early compliance to the DAC’s directive. 

Departmental 
Reply  

            It is stated that procurement of 60x manual toll plaza 
including Moro and Saeedabad Toll Plazas (Annex-I) for FY 2015-
16 was carried out. Bids were called as per PPRA Rules 2004. 



           Two bids were received against Moro toll plaza i.e. NLC and 

SD Enterprises (Annex-II) whereas for Saeedabad toll plaza only 
one bid from NLC was received (Annex-III). 
           The bid opening and elevation committee recommends the 

award due to the reasons that retendering will take sufficient long 
time to be initiated in line with PPRA Rules 2004 and the toll 
plaza’s original contract period already expired on 30th June 2015 

and if these plazas were operated on interim basis, the collection of 
revenues was expected to be on the lower side because of non-

availability of expertise with the Authority.  
           As far as the Audit observations regarding reserve price is 
concerned, there is no clarity in NHA Code 2005 having bids prices 

less than the reserve prices. 
           Keeping in view the above facts, case was submitted before, 

the NHEB in its meeting No. 252 dated 19-08-2015, which 
approved the award (Annex-IV).          
          Presently NHA has initiated the process of AVC based 

Electronic System for classification of vehicles crossing the plazas, 
which will help out the Authority in process of traffic counting and 
fixing of reserve prices (Annex-V). 
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Subject  Loss due to toll operation departmentally on interim basis -  
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As per para 12(a) and (d) of NHA Code Volume-I chapter 11 
provides that, “In the event of an emergency arising from the 
premature termination of contract or due to suspension of the toll 

collection by the contractor for reasons beyond his control, the 
Genera49l Manager (Region) after seeking approval of the 

Chairman, NHA, shall collect the toll revenues departmentally till 
award of a fresh contract. d) Upon finalization of the procurement 
plan and preparation of the tender documents, a notice for 

procurement of O&M Contractor shall be issued in the leading daily 
newspapers, preferably 30 days before the day fixed for holding the 
proposed procurement. 

Audit noted that NHA awarded five (05) contracts for the 
period of one year. As per the revenue statements F.Y 2014-15 & 

2015-16 provided by Revenue Section (Finance Wing) after its 
expiry the toll plazas were handed over to regional G.Ms for 
running which was not acceptable as per NHA code as handing 

over should be done only if the contractors stop running toll plazas 
before expiry of its period due to any default or premature 

termination by NHA or reasons beyond control of contractor.  
Audit observed that contractors performed well in their 

awarded periods after expiry without any reason the NHA 

management run these toll plazas on interim basis for more than 7 
months with less revenue as compare to the amount received after 
re-awarding. Audit was of the view that tendering process should 

be completed before expiry of contracts which was not done by NHA 
management and keeping of toll plazas without any emergency or 

premature termination of contracts before expiry was totally 
unjustified. This resulted into a loss of Rs 24.242 million. 

Audit was of the view that this mismanagement of NHA was 

due to negligence, weak internal and financial controls. 
Audit pointed out loss in April 2017, but the Authority did 

not reply. 
 The matter was discussed in the DAC meeting held in 
December 2017, wherein, Audit contended that there was huge 

difference in departmental collection and bid. DAC directed NHA to 
conduct a fact finding inquiry. 

Compliance to the DAC’s directive was not made till the 

finalization of this report. 
Audit recommends early compliance to the DAC’s directive 

besides fixation of responsibility for loss. 
Departmental 

Reply  

  



 


