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TERMS OF REFERENCE (ToR) 
 
1. INTRODUCTION: 
 

OGRA has decided to carryout a comprehensive cost and procurement audit of 
operating fixed assets of SNGPL and SSGCL as reported for FY 2006-07 to confirm 
that: 

 
1.1. the cost that could be reasonably attributed to each asset capitalized during the 

year, on the basis of reasonable levels of efficiency and cost effectiveness, if it 
falls within any of the under-mentioned categories: 

 
• Transmission: 

 Construction Machinery 
 Pipeline (new / replacements) 
 Compressors / turbines 
 SCADA 
 Telecommunication 

 
• Distribution 

 Pipelines (supply mains, extensions etc.) excluding the jobs with 
total value of less than Rs. 10 million each. 

 
1.2. the procurement of assets and services was transparent, cost effective and in 

accordance with the Public Procurement Rules (PPR) 2004, on the following 
items: 

 Construction Machinery 
 Pipeline 
 Regulators 
 Valve and Fittings 
 Coat and Wrap Materials 
 Compressors / Turbines 
 SCADA 
 Service contracts excluding those valued at less than Rs. 50 million. 

 
 
2.  SCOPE OF SERVICE: 

2.1. The Auditor shall carry out a comprehensive cost audit of the assets described 
in para 1.1 above, capitalized during FY 2006-07 (audit period), to check and 
confirm the following aspects: 

2.1.1. Direct material and labour costs are being appropriately charged to the 
assets. In this context, efficacy and reliability of the process of cost 
accumulation be examined and commented upon. 
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2.1.2. Indirect costs allocated to the asset (e.g. head office expenses, inventory, 
labour, overhead etc.) have been allocated reasonably and appropriately. 

2.1.3. Assets that have been capitalized were commissioned / brought in use 
and their benefits had started flowing to the consumers during the year. 

2.1.4. The entity has not capitalized any revenue expenditure e.g. day to day 
servicing and normal repair & maintenance, un-related traveling etc.  

2.1.5. The carrying amount of assets disposed off during the year has been 
recognized. 

2.1.6. Ascertain and verify the cost effectiveness and efficiency profile of the 
assets capitalized during the audit period 

 
2.2. In respect of compliance with PPR 2004 for the procurement of assets and 

services per para 1.2 above, verify that, as a rule, the entity faithfully followed 
the principles, practices and procedures laid down by the PPRA Ordinance, 
2004 and PPR 2004, during the audit period. In this process, special attention 
should be given to procurement of major material items like line-pipe, coat 
and wrap material, valves and fittings, plant & machinery, compressors, 
turbines, I.T., telecommunications and SCADA units/systems etc.  

 
 
3. DURATION: 

 
3.1. Audit to be completed within 12 weeks of inception of assignment. 

 
4. DELIVERABLES: 
 

4.1. Report No. 1 – Inception Report (Within 2 weeks of the inception):  

4.1.1. Submit to the Authority, at the time of commencement of audit, detailed 
work-plan highlighting milestones/ strategies to be adopted for adhering 
to the above scope of service. 

4.2. Report No. 2 (Within 8 weeks of the inception): 

4.2.1. Submit report with detailed commentary on cost effectiveness and 
efficiency level of assets capitalized during the audit period, addressing 
in detail the existing system of cost accumulation / capitalization of 
assets. 

4.3. Report No. 3 (Within 12 weeks of the inception): 

4.3.1. Submit report on compliance with PPR 2004 in respect of various 
categories of assets specified in para 1.1 and 1.2 above, capitalized 
during the audit period. 


