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Chairman’s Note
I consider it as an honor to table the third report of the Committee on Public
Enterprises to the eighth parliament.
This report has been prepared under the powers and responsibilities vested in our
committee by the parliament, while the committee has fulfilled the responsibility
that fiscal management is within the parliament in terms of Article No. 148 of the
constitution. Shedding their party differences all committee members who are
members of the ruling party as well as the opposition have intervened in this
effort. Therefore, implementing recommendations and conclusions of this report
is the inalienable responsibility of both the subject Minister and Secretariat to the
Ministries as Chief Accounting Officer.
It should also be emphasized the fact that delays in implementing the
recommendations given by us to the institutions that were investigated after
being summoned before the Committee, that falls under the scope of the
Committee and unwarranted delays experienced when responding to the reports
called by us are negligence of statutory obligations and accountability.
There are large number of persons who contributed to submit this report to the
parliament in time. The service rendered by the Auditor General and his staff is
extremely decisive in this regard. Similarly, I would like to acknowledge the
service of the Secretary of the Secretariat of Committee on Public Enterprises
and her staff as well as the officers of Interpreters’ Office.
The trust placed by all members of the ruling party and the opposition as well as
the entire parliament led by Hon. Speaker and Deputy Speaker on the Committee
has always motivated us.
I believe this report of our committee will help to fulfill the public aspiration of
building a society that eliminates waste and corruption.

Sunil Handunnetti
Chairman
Committee on Public Enterprises
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First Session of the Eighth Parliament
Second Report of the Committee on Public Enterprises
The Committee on Public Enterprises is happy to present its second report
of the Eighth Parliament.
The Auditor General, under the Committee on Public Enterprises, audits
the accounts of all government Corporations, the Corporations which 50%
or more than 50% of the shares are borne by the government or
Government Corporations or a Local Authority and the Corporations
registered under the Companies Act No. 7 of 2007.
Accordingly, the observations and recommendations with regard to the
following 15 institutions that have been examined by the Committee from
01.05.2016 to 31.08.2016 have been included in this report.
The Institutions examined by the Committee on Public Enterprises
in 2016

1
2

Corporative Wholesale Establishment

Date on which it was
examined
18.05.2016

Road Development Authority

07.06.2016 and 08.07.2016

3

Sri Lanka Insurance Corporation Ltd.

09.06.2016

4
5
6
7
8

State Engineering Corporation

21.06.2016
23.06.2016
20.07.2016
21.07.2016
22.07.2016

Institution

13
14

Telecommunication Regulation Commission
Sri Lanka Cricket
Sri Lanka Rupavahini Corporation
National Lotteries Board
Ceylon Electricity Board and Sustainable
Energy Authority
Sri Lanka Football Federation
Sri Lanka Ayurvedic Medicine Corporation
Four Maga Neguma Institutions under the Road
Development Authority
Sri Lanka Ports Authority
Kurunegala Plantation

15

Employees’ Trust Fund Board

9
10
11
12

22.07.2016
09.08.2016
10.08.2016
10.08.2016
23.08.2016
25.08.2016
26.08.2016
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Audit Opinion of the Auditor General
The Auditor General conducts the financial auditing according to the Sri
Lanka Auditing Standards based on the International Standards of
Supreme Audit Institutions. Those standards expect that the auditing
procedures are planned and prepared to get a reasonable assurance that the
financial statements are in compliance with the ethical requirements and
do not have sufficient misstatements. When the scope of the auditing in
Public Enterprises is decided, a risk based auditing approach is used
according to the Sri Lanka Auditing Standards. Risk is considered a main
factor.
Public Enterprises prepared financial statements, income statements, cash
flow statements, statement of entitlements and Annual Financial
Statements including the summary of important auditing policies and other
clarifications. The Auditor General confirms to the Parliament that the
Financial Statements given by the institutions are accurate and reasonable.
This assurance is given through an opinion made on the Financial
Statements.

The final audit opinion of the Auditor General simply

declares whether the financial statements have an accurate and reasonable
revelation of the financial situation and financial performance of
government institutions and whether they have acted according to the
financial reporting.

Sri Lanka Auditing Standards based on the

International Auditing Standards or Sri Lanka State Sector Auditing
Standards.
Audit Opinion is expressed in four ways. Based on the lack of sufficient
management consistency and limitations of the scope due to uncertainties,
an unqualified opinion, a qualified opinion, disclaimer of opinion and an
adverse opinion will be declared. The intensity of the limitation of the
3
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scope will lead to a disclaimer of opinion and the intensity of
noncompliance will lead to an adverse opinion.
Unqualified Opinion
An unqualified opinion is given when there are not significant violations
and misstatements in the financial statements of Public Enterprises. It is
considered a clean opinion. The Auditor General in his opinion expresses
the ability of the public enterprises to report financial information under
any of the financial reporting standards i.e. Sri Lanka auditing standards or
Sri Lanka State Sector Auditing Standards.
Qualified Opinion
In a qualified opinion the Auditor General mentions that there are
problems when the financial statements are produced by the public
enterprises. Due to those problems the Auditor General cannot express a
clean opinion on the activities of the Public Enterprise. There can be one
or more identified revelations for a qualified opinion. Due to those
revelations the reported auditing standards can be violated. This shows
that the Enterprises have used the standards in an informal manner and the
financial statements are not in accordance with the auditing principals.
The other revelation can be the limitation of the scope. The scope is
limited due the inability of the Auditor General to review one or more
fields relevant to the financial statements. The information that couldn’t be
reviewed by the Auditor General due to the unavailability of documentary
evidence will only be included in those revelations.
A qualified opinion is expressed:
(a)

When the Auditor General arrived into the conclusion that an
extension of individual or collective misstatements included in the
4
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financial statements cannot be found in the financial statements
after obtaining enough appropriate evidence, or
(b)

When the Auditor General arrived into the conclusion that there
can be possible effects on the financial statements from the
misstatements that did not provide sufficient and appropriate
auditing evidence when the Auditor General is getting a base for
his opinion, and even if those misstatements are not extended in
the financial statements.

Disclaimer of Opinion
Due to the inability to obtain sufficient and appropriate audit evidence for
the Auditor General to have a base for his opinion and the Auditor General
concludes that the possible effects on the financial statements of
undetected misstatements, if any, a disclaimer of opinion is given. When
there are multifaceted uncertainties which are very rare and even if
sufficient and appropriate auditing evidence have been obtained for each
uncertainty the Auditor General expresses disclaimer of opinion because
an opinion cannot be given on the financial statements due to the possible
accumulative effect of the interaction of those uncertainties on the
financial statement.
Adverse Opinion
Adverse opinion is the worst opinion of the two negative auditing reports
that can be obtained by a public enterprise. An adverse opinion indicates
that the Auditor General confirms that there are sufficient inappropriate
misstatements in the financial statements. These misstatements indicate
that the financial statements are not in accordance with the financial
5
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reporting policies and information is not accurate and trustworthy. Banks
and loan providers try to avoid the public enterprises with adverse opinion.
The adverse opinion is declared by the Auditor General after obtaining
sufficient and appropriate audit evidence to conclude that the sufficient
misstatements individually or collectively have had an impact on the
financial statements. Declaration of adverse opinion is very rare and the
Auditor General provides the opportunity for those institutions to rectify
those misstatements and resubmit the report. The Auditor General in his
opinion states that due to the importance of the facts that have been
mentioned in the Audit Report, the financial status, financial performance
and the cash flow statement have not been submitted in accordance with
the financial reporting policies and without an accurate and a reasonable
base.
A comparison of the audit opinions given on the financial statements for
the year 2012 of the 47 institutions that have been examined by this report
are as follows;

6
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Co-operative Wholesale Establishment
Date of Inquiry

:

18.05.2016

Objectives of the institution
(c)

Providing essential goods to public and private institutions.

(d)

Providing goods and services to the general public on wholesale
and retail basis.

(e)

Using Human and other resources effectively and efficiency.

(f)

Generating sufficient funds/being the source for the survival of the
institution.

(g)

Carrying

out

research

and

development

activities

for

producing/being the source of good of novelty.
Main issues identified
01.

It was revealed that account details of C.W.E. construction
and C.W.E. securities had not been submitted to the
Auditor General despite reminders being sent and replies to
only 13 out of the 26 audits queries had been submitted to
the Auditor General. The Accounting Officer of the
institution stated that this lacuna was owing to the absence
of an interest audit in the institution.

Recommendations
The committee which emphasized the need to show the joint accounts of
the C.W.E. construction and C.W.E. securities clearly, directed that the
replies to the audit quarries and the account details of the subsidiary
companies resubmitted to the Auditor General within a month.
7
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The Auditor General held that the auditing of these subsidiary companies
be conducted by the Auditor General as they are 100% government owned
institutions.
Reporting the current states and progress
The account details and replies to the audit queries of the above subsidiary
companies had not been submitted to the Auditor General as at 30.09.2016
02.

Regarding the outstanding rent revenue of Rs.124, 551,893/

The committee inquired on the outstanding rent revenue.
The Accounting Officer stated that since Rs.21 million of the outstanding
amounts of Rs.124 million is to be received from the LANKA SATHOSA,
the amount is to be received by obtaining the share ownership of that
institution which steps will be taken to recover the outstanding balance.
Recommendations
It was instructed to sign agreements for lease rentals for a number of years
in a manner that the rental increases by a certain percentage every year
rather than signing agreements for lease rentals annually as the former
system is easier and more profitable.
It was directed to submit a report containing the measures taken to recover
the outstanding rent, the measures taken against those institutions and
details of agreements in this regard to the committee within a month.
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Reporting the current states and progress
A detailed report, in response to the recommendations of the committee
had been presented by the letter of the chairman of the Co-operative
Wholesale Establishment No: CWE/CH/COPE/2106 dated 09.09.2016
03.

The project titled “Gamata Saviya Sathosa Badiya”
initiated with 100 mobile sales vehicles and was limited to
02 months.

The Accounting officer of the institution while responding to the inquiry
relating to the stalling of this project stated that it had to be stalled because
the institution did not receive the rice to be received from Lak Sathosa.
Recommendations
The committee which ordered that a copy of the feasibility study
conducted on this project be submitted to the committee within two weeks
decided that if the manner set out in the report has been violated the
relevant amounts have to be recovered from the officers are responsible
for that.
It was able informed to conduct a ministerial inquiry on this project and
submit a report containing information whether the feasibility study report
has been complied to and whether the officers responsible for the loss
have been identified.
Reporting the current status and progress
A project report and not the feasibility report has been submitted by the
letter of the chairman of the co-operative wholesale establishment bearing
No: CWE/CH/GEN/2015 dated 07.06.2016.
9
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04.

A set of employees drawing salaries from the C.W.E. being
employed at the C.W.E. Economic Services Private Limited

The Accounting officer of the institution stated that the expenses on these
salaries will be deducted from the rent to be received from the C.W.E.
Economic Services Private Limited and arrangements will be made to
settle the expenses separately as the former system is not correct.
Recommendations
It was directed to submit a report in this regard within two weeks and
report to the committee on the measures taken in this regard within a
month.
Reporting the current status and progress
The above detailed report had not been submitted as at 30.09.2016.
05.

Failure to initiate legal action against persons involved in a
financial fraud of Rs.1, 321, 285 /-

The Accounting officer stated that an officer had been interdict in regard
to this and a disciplinary inquiry is in progress. The Chief Accounting
Officer stated that a complaint would be lodged with the polish on that.
The committee expressed its displeasure over the manner in which acting
had been taken in this regard.
Recommendations
The committee directed that a complaint to lodged and speedy actions
taken in this regard.
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Reporting the current status and progress
The committee had not been informed of the measures taken in this regard
as at 30.09.2016.
General Matters


To arrange the financial and organizational structure according to
an updated methodology by resolving the problems found in the
management system and organizational system.

11
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Road Development Authority
Dates of Inquiry: 07.06.2016 and 08.07.2016
Objectives of the institution:
(a)

Achieving a sufficient national highway network.

(b)

Ensuring a national highway network with a sufficient and
acceptable level of movement.

(c)

Taking measures to reducing the cost of the road users.

(d)

Providing a network of express ways with a high level of
movement.

(e)

Enhancing the safety of the national highway network.

(f)

Ensuring environment safety in all activities

(g)

Ensuring the efficient use of assets and investments.

(h)

Encouraging institutional development in order to enhance the
overall performance of the Authority.

(i)

Assisting the local road construction industry.

Main issues identified
01.

Problems arising when implementing non RDA projects

and projects which were not existing in the annual action plans
The committee which inquired on the annual action plans of 2014 and
2015 and their progress, questioned about the following matters.
1. There were 259 projects with an estimated cost of Rs.25, 103
million and a physical progress less than 50% as at 31.12.2015.
206 of those projects were non RDA projects and their contract
value was Rs.17, 928 million while the cost incurred on them
was Rs.913 million.
13
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2. There were 84 projects of which the estimated cost was
Rs.4902 million without any activity being done as at
31.12.2015 and a sum of Rs.2.50 million had been spent on one
of those projects. 54 of those 84 projects were related to non
RDA roads and their contract value was Rs.2, 465 million.
3. Most of the road maintenance, widening and development
activities which were actually done by the regional officers of
the Authority in 2014 had not been included in the action plan
of 2014 and certain planned targets had not been achieved.
Recommendations
It was directed to submit a detailed report containing details of the road
construction projects included in the action plans of 2014 and 2015 to the
committee and the Auditor General within a month.
Reporting the current status and progress
The above detailed report had not been received by the committee as at
30.09.2016.
02.

Appointing 54 advisors and 94 public relations officers for
the year 2015 by spending Rs.5.86 million without the
approval of the Management Services Department and
without getting the required financial allocations approved.

The committee inquired on the above matter.
The Chief Accounting Officer /Accounting officer stated that these
appointments which are not permanent are essential for the projects and
letters have been dispatched specifying their duties and responsibilities
14
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and that there are 39 Public Relations Officers for projects while there are
45 Public Relations Officers and 63 Advisers in the institution.
It was revealed that the approval of the Board of Directors had not been
obtained for these and the attendance is marked on the monthly charts
approved by project directors.
Recommendations
The committee which was not satisfied with the explanations given in this
regard directed that a comprehensive report containing the following
details of the above officers appointed for the year 2015 be submitted to
the committee and the Auditor General within a week.


Who decided this need?



What are the projects that identified this need?



Where a feasibility study was conducted to ascertain the need of
these officers?



The reports of the Board of Directors approving this need



The current performance reports of these officers



The educational qualifications, names and addresses of these
officers



Who decided those qualifications?

Reporting the current status and progress
The following facts are found in the letter of the Secretary to the Ministry
of

Higher

education

and

Highways

bearing

no:

MPH/HWY/ACC/13/2015/10-11 dated 29.10.2016 and the annexures that
have been sent.
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The Board of Directors of the Road Development Authority has approved
the obtaining of these services on 29.07.2016.
It is reported that these services were obtained as there was a dearth of
experienced staff to solve the environmental and social issues that arise in
the process of acquisition of lands of the road development projects of the
Road Development Authority and to avoid the delays in solving the above
issues.
It has also been informed that as these appointments are not permanent
and are not permanent and are considered as obtaining the services
temporarily, the need absorbing them to the permanent cadre does not
arise.
Further, the letter of the Director General of the Road Development
Authority bearing no: RDA/A6/COPE dated 18.11.2016 states that
contract service period of 70 Public Relations Officers and advisors has
terminated and the details are as follows.
Designation
Public Relations officers
(Road Development Authority)
Public Relations officers
(Projects)
Total
03.

No. of
officers

Date of termination
of services

42

in October 2016

28

01.11.2016

70

Granting of contracts to widen and rehabilitate roads out of
funds from local banks exceeding the value recommended
by the procurement committee by Rs.9.242 billion.

The committee inquired on the rehabilitation of 64 roads (a length of 1434
kilometers) selected by the Road Development Authority by the local
16
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contractors with a loan of Rs.151.77 billion obtained from 7 local
commercial banks.
It was revealed that provisions of the government procurement guidelines
had not been complied with in selecting contractors to rehabilitate roads.
Further while the value recommended by the Technical evaluation
committee in relation to 54 roads was Rs.146, 533 million, the value
recommended by the procurement committee appointed by the
government was Rs.155.79 billion which is Rs.9.242 billion in excess of
the value recommended by the former.
The matter such as approving that value and only one contractor making
bids for a road were revealed.
Recommendations
The committee directed that a comprehensive report containing the
following details pertaining to widening and rehabilitating roads with
funds from local banks be submitted to the committee and the Auditor
General within the month.


Reports of the Board of Directors that entered in to decisions
relating to projects.



Reasons for selecting estimates of roads.



Names of contractors.



Decisions of the Technical Evaluation Committee.



Decision of the procurement committee appointed by the Cabinet
of Ministers.



Decision of the Board of Directors.

17
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Reporting the current status and progress
Details pertaining to them sent through the letters of the secretary to the
Ministry

of

Higher

Education

and

Highways

bearing

no:

MPH/HWY/ACC/13/2015/10-11 dated 16.06.2016 and 29.10.2016 are
marked as Annexure 01.
But out of the recommendations given, the details of following
recommendations have not been furnished.


Reports of the Board of Directors that entered into decisions
relating to projects.


04.

Reasons for selecting estimates of roads.
Transactions the Authority did with the Maganeguma
(Private) subsidiary companies.

The committee paid its attention to the investments made by the Authority
in “Maganeguma Road Constrcution and Equipment Company Limited”,
“Maganeguma Consultancy and Project Management Company Limited”,
“Maganeguma

Emulsion

Manufacturing

Company

Limited”

and

“Expressway Private Limited” and it was revealed that these companies
are not registered under the Companies Act.
Recommendations
It was informed that a report containing the following details with regard
to these companies to submitted to the committee,


Dividends received by the Authority for making investments in
these companies.
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Details of the ownership and assets of these companies, the
number of employees and etc.



Informing a methodology of making profits by using the 20 buses
purchased in the name of the former secretary to the Ministry,
following a proper study.



The present status of the proposals relating to acquiring the
ownership of these companies by the Authority.

Reporting the current status and progress
The detailed report in this regard sent through the letter of the Secretary to
the Ministry of Higher Education and Highways bearing no:
MPH/HWY/ACC/13/2015/10-11 dated 29.10.2016 is marked as annexure
02.
05.

Widening and rehabilitating 64 roads selected by local bank
funds.

The committee which observed that an amount which is much higher than
the estimated amount had been spent on widening these roads also found
that there were problems with regard to the quality of those roads.
The committee also discovered that the funds obtained from local banks
for this project had been used for other purposes outside the project.
Recommendations
It was informed to submit a report containing the following details to the
committee.
i.

The amount estimated by the Technical Evaluation Committee for
these 64 roads.
19
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ii.

The amount approved by the Procurement Committee.

iii.

The real amount spent at present and the current status of the
project.

iv.

The manner in which Rs.28, 000 million was spent for other
purposes in violation of the loan agreement for this project and
whether the expected results had been achieved from it.

v.

Whether the state of these roads and a quality inspection of these
roads were done and whether it is satisfactory.

It was directed that the Auditor General should conduct a separate audit on
how the aforesaid

Rs.28, 000 million was spent and on the Rs.5, 824

million included in that expenditure which had been spent for the
Maganeguma Companies and the Rs.2, 374 million spent for the Premix
yard.
Reporting the current status and progress
The reply sent to the committee for the above recommendations (i), (ii)
and (iii) are marked as Annexure 01.
The reply sent for recommendations (IV) is marked as annexure 03.
The letter of the Secretary to the Ministry of Higher Education and
Highways bearing no: MPH/HWY/ACC/13/2015/10-11 dated 29.10.2016
has informed that the construction work of the roads relating to the
projects mentioned under recommendation number (v) is progressing
according to the proper standard and that the quality of those roads is
satisfactory.
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06.

Using the loans obtained from local banks for purposes
other than the project of widening and rehabilitating roads.

The committee which pointed out that disadvantageous situations arise
through the use of loans of the project on purposes other than the relevant
project also found that those loans have to be settled by the treasury later.
The committee also observed that a sum of Rs.18.45 million of the loans
obtained for this project had been spent to construct the President’s House
in Embilipitiya.
Recommendations
It was informed that a report on the utilization of loans for purposes other
than the project including the following details be submitted.


The current state of the President’s House in Embilipitiya and the
purpose for which it is used at present.



The loss to be borne by the treasury after the after the funds of the
loan have been utilized for purposes other than the project.



As to the person from whome, approval was obtained to utilize the
funds of the loan for purposes other than the project.

Reporting the current status and progress
Reply to these queries has been given through the letter of the Secretary to
the Ministry of Higher Education

and Highways bearing no:

MPH/HWY/ACC/13/2015/10-11 dated 29.10.2016 and that reply is
marked as annexure 04.
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07.

Road maintenance Trust Fund

The committee emphasized the need to prepare a formal methodology for
maintaining the road network of this country. The committee pointed out
that there will be a massive need for this in future.
Even though a tax of Rs.1.00 out of a liter of Petrol and 50 cents from a
liter of Diesel had to be credited to the Road Maintenance Trust Fund to
be given to the Road Development Authority through the Treasury
according to the Cabinet memorandum of 26th October 2015, it was
received by the Authority and Funds from the allocations of the Treasury
and foreign loans and grants had been received for the maintenance of
roads.
Therefore the committee was of the unanimous opinion that the Road
Maintenance Trust Fund be strengthened through an Act of Parliament.
Recommendations
Making arrangements to strengthen the Road Maintenance Trust Fund
through an Act of Parliament and reporting about it to the committee.
Reporting the current status and progress
The letter of the Secretary to the Ministry of Higher Education and
Highways bearing no: MPH/HWY/ACC/13/2015/10-11 dated 29.10.2016
has informed that discussions have already been held with the legal
draftsman in this regard and in future arrangements will be made to
establish the Road Maintenance Trust Fund through an Act of Parliament.
After discussing with the other relevant sectors on the advice of the Hon.
Minister and inform the progress to the committee within 03 months.
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General Matters
i.

If it is intended to confer the activities of the institution to
subsidiary companies or grant sub-contracts it must be ensured that
they are done in accordance with laws circulars and to pay
attention to the fact that the dividends to the government are
apportioned in relation to the share contribution of the institution.

ii.

Paying attention to the roads damaged by floods and the traffic
congestion at Peradeniya.

23
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Sri Lanka Insurance Corporation Ltd.
Date of inquiry

: 09.06.2016

Major problems identified
01.

Reasons that occasioned the closure of the branches of the

Corporation established in the Maldives and the Seychelles
The Committee paid its attention to reasons that occasioned the closure of
the branches of the Corporation established in the Maldives and the
Seychelles
Officials stated that it was decided to close down the said branches on a
board decision as it was observed, subsequent to an inquiry on the
functioning of the said branches, that they could not achieve the expected
level of profits.
The Committee was of the view that the institution would incur
unnecessary losses owing to the abrupt closure of the branches.
Recommendations
Submission of the report containing the following matters within two
weeks to the Committee and the Auditor General.


Reasons that occasioned the closure of the said branches



Observations and recommendations of the inquiries carried out by
visiting the said branches prior to their closure



Financial losses and expenditure incurred by the institution by
opening, maintaining and closing the said branches



Documents pertaining to the feasibility studies conducted before
the opening of the said branches and other relevant information
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Copies of letters by the Ministry of Finance which granted
approval for this purpose

Reporting current situation and progress
The Committee received this report on 15.07.2016.
02.

Renewal of lease agreement

Though it was instructed at the meeting of the committee held on
04.03.2014 to terminate all rent agreements and renew them and inform
the committee of same within two months, it was revealed that the rent
agreement entered into with the Ministry of Tourism Promotion and
Christian Religious Affairs had not been cancelled and the lease
agreement in respect of the land and building located at Baron Jayathilaka
Mawatha, Colombo belonging to the Presidential Secretariat had not been
renewed since the year 2011. On account of this, the Committee observed
that the institution, by way of rent income, received only the income based
on the old valuation.
Recommendation
It was instructed by the Committee to obtain valuation on the basis of the
current market value of the said properties and to take measures to renew
the lease agreement and submit a report in that regard together with the
future course of action.
Reporting current situation and progress
The Chairman of the Sri Lanka Insurance Corporation, through his letter
dated 18 June 2016, briefed the Committee on rent agreements and the
said letter is attached hereto as Annex 05.
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03.

Complaint

lodged

with

the

Criminal

Investigations

Department regarding the bogus brokers
Consequent to inquiries made by the Committee, it came to light that the
documents pertaining to this issue had been handed over to the Criminal
Investigations Department and that the Corporation had not conducted an
internal inquiry in this respect. It was stated that there had been 21
officials involved in this and that they were not in the employment of the
Corporation at present.
Recommendation
It was instructed by the Committee to notify the CID to report on the
present situation and forward a report regarding same to the Committee.
Reporting current situation and progress
The Committee received on 20.07.2016 a copy of the letter sent to the CID
by the Corporation on 13.07.2016 informing them to report on the current
situation on the relevant investigation.
04.

Right to insure government institutions

It was pointed out that even though there was a circular to the effect that
government institutions should insure with Sri Lanka Insurance
Corporation, only 5% of the government institutions had done so and the
vast majority had not insured with the Corporation. It transpired that even
those already insured with the Corporation had not done so to the full
value and that most of the public sector institutions had insured with
private insurers. The Committee was of the view that that measures
should be initiated to insure all public sector institutions with the SLIC as
per the above circular.
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Recommendations


Instructions were given to submit a report on institutions insured
by Sri Lanka Insurance Corporation and whether all government
institutions have been insured and if so by which insurance
company.



Instructions were also given to insure all government institutions
with the Sri Lanka Insurance Corporation with the involvement of
the Secretary of the Ministry of Finance and the Secretary of the
Ministry as per the aforesaid circular.

Reporting current situation and progress
Even by 30.09.2016, the above detailed report had not been handed over
to the Committee.
05.

Investigations into the former Chief Executive Officer and
the former Managing Director

The Committee inquired whether the institution had conducted any formal
inquiry into the allegations of financial misappropriation against the
former Chief Executive Officer and the former Managing Director. It was
stated that the former CEO and former Managing Director had obtained
Rs. 165 million and Rs. 55 million respectively as their salaries during the
period from 2010 to 2015. It was also stated that the two said officials
were no longer in the service of the Corporation.
Recommendations
The Committee instructed the officials to conduct an internal disciplinary
inquiry into the allegations of financial misappropriation of former
officials of the Corporation and submit a report on same to the Committee.
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Reporting current situation and progress
Even by 30.09.2016, the above detailed report had not been submitted to
the Committee.
06.

Institutions in the share market in which investments had
been made

The Committee was able to uncover that Sri Lanka Insurance Corporation
had made investments amounting to Rs. 35,711,339,000/- in various
institutions.
Recommendations
It was instructed to submit a report within 2 weeks indicating the
institutions listed in the share market in which the Corporation had made
investments amounting to Rs. 35,711,339,000/-.
Reporting current situation and progress
A report had been submitted through the letter of the Chairman of Sri
Lanka Insurance Corporation dated 14.06.2016 and it is attached hereto as
Annex 06.
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State Engineering Corporation
Date of inquiry: 21.06.2016
Objectives of the institution:
(a)

Reviewing, planning, designing civil engineering and other
engineering projects of local and foreign institutions either
independently or in collaboration with local and foreign companies
and implementing construction activities and acquiring such
companies and buying shares of them.

(b)

Provision of consultancy services and project management services
either independently or in collaboration with local and foreign
companies to local and foreign companies involved in the
engineering sector and acquiring such companies and buying
shares of them.

(c)

Carrying out property development activities either as an
independent institution or in collaboration with local and foreign
institutions and acquiring such companies and buying shares of
them.

(d)

Manufacture and sale of precast concrete, reinforced concrete and
pre-stressed concrete produced locally or overseas.

(e)

Manufacturing, selling, importing and exporting building materials
and equipment to maintain engineering projects and enterprises.

(f)

Training engineering staffs and other craftsmen required to achieve
the objectives indicated in (a), (b), (c),(d), (e) above.

(g)

Conducting research on building materials, construction techniques
used to attain the objectives indicated in (a), (b), (c) and (d).
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Main issues identified
01.

Recruitment of employees

Recruiting 602 employees without the approval of the Department of
Management Services and only with the approval of the board of directors
and recruiting Marketing Development Officers.


Recruitment of 4512 employees for 41 positions without the
approval of the Department of Management Services as at 31
December 2015.



Recruitment of 179 casual and unskilled workers on daily paid
basis during the period from 01 January 2016 to 30 March 2016
without the approval of the Department of Management Services
despite having a surplus of 99 unskilled employees in the
corporation as at 31 December 2015.



As per the Cabinet Paper No. 16/0082/736/002 dated 04th February
2016, the machinery division, which was one of the divisions of
the State Engineering Corporation, had been restructured under a
programme

entitled

‘National

Machinery

and

Equipment

Organization’. The approved cadre for the said organization as at
31 March 2016 was 344 but that the actual cadre as of that date
was 602. Accordingly, 258 employees had been recruited without
the approval of the Department of Management Services.
The Chairman instructed the Secretary of the Committee to direct a letter
to the Secretary of the Ministry of Finance requesting him to be vigilant
whether the public sector institutions pay their attention to financial
circulars in recruiting employees and comply with the provisions thereof.
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Recommendations
i. Hand over to the committee a list of individuals serving in external
institutions though currently under the employment of the
Corporation and take a policy decision to rectify this situation in
accordance with the treasury circulars.
ii. Hand over to the committee a report containing the names and
addresses of 451 employees recruited to 41 positions as at
31.12.2015.
iii. Notify the Treasury in writing on the need to have officers serving
in various posts on contract basis confirmed in their posts and
initiate action for their confirmation.
Reporting current situation and progress
The above recommendations were responded to by the Secretary of the
Ministry of Housing and Construction through letter No. 6/2/714-vol ii
and dated 30.08.2016 and they are as follows.
i. Though a surplus of employees is indicated, the Department of
Management Services has approved to keep them in their current
posts as personal to the holder and it has been attached hereto as
Annex 07.
ii. A report containing the list of names and posts of 40 persons
serving in external organizations though in the employment of the
Corporation has been submitted and same is attached as Annex
08.
iii. A report containing details of 273 persons recruited for 41
positions as at 31.12.2016 has been submitted and same is attached
hereto as Annex 09.
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02.

Releasing employees during the run-up to the 2015 election

Payment of Rs. 1,353,000/- as salaries and Rs. 626,000/- as overtime
allowances to 98 employees thus released from the head office and 84
worksites.
Recommendations
Hand over to the Committee a report setting out the methodology to
recover the entire amount paid as salaries and overtime allowances from
the relevant General Managers and the report of the board of directors that
thus decided to recover the entire amount in such manner.
Reporting current situation and progress
Though the internal audit report related to the release of employees during
the run-up to the election was submitted through the report referred to the
Committee on 02.09.2016, the relevant Board report has not been
presented as recommended by the Committee on Public Enterprises.
03.

Construction projects carried out overseas

Not taking action to withdraw Rs 5.9 million deposited in an account in
Doha Bank until 31 May 2016 as a result of not launching a joint venture.
Recommendations
Refer the matter to the Criminal Investigations Department and obtain a
report from them and hand over a report to the Committee after making
queries from the Sri Lankan embassy in Qatar through the Ministry of
Foreign Affairs.
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The Deputy Minister of Foreign Affairs asked the Secretary of the
Ministry to provide him with all details regarding this amount and asserted
that he would look into the matter forthwith.
Reporting current situation and progress
The Committee was informed on 02.09.2016 that the matter had been
referred to the Ministry of Foreign Affairs by the Chairman of the State
Engineering Corporation by his letter dated 25.07.2016.
04.

Non-settled advances

The committee focused attention on the non-settlement of unsettled
balance of advances amounting to Rs 378 million exceeding four years
though it had been agreed at a previous meeting to settle this amount. It
was disclosed that advances through cheques amounting to Rs.
114,688,139 had been issued for the purchase of raw materials and that the
notes required to verify whether the materials had in fact been supplied
had not been presented to the audit.
Recommendation
Submit a report within a month indicating officers against whom legal
action was taken in this regard.
Reporting current situation and progress
By the letter No.6/2/714-vol ii and dated 30.08.2016 of the Secretary of
the Ministry of Housing and Construction, it was informed that the
unsettled advances as at 31.12.2016 had been indicated as Rs
24,067,171.94 and letters of demand had been sent in July 2016 to officers
responsible asking them to settle the relevant amounts and that the matter
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had been referred to a preliminary inquiry in accordance with the circulars
of the corporation before the deduction of the amount. Data on unsettled
advances is attached hereto as Annex 10.
05.

Releasing vehicles without approval

In the years 2013 and 2014 too, vehicles and drivers of the Corporation
had been released to the Ministry without approval and Rs. 37 million and
Rs. 42 million had been paid respectively in 2013 and 2014 as rental, fuel
expenses and drivers’ salaries for the vehicles thus released.
Recommendation
The Chief Accounting Officer stated that an institutional level
investigation was being conducted regarding the matter and he was
instructed to hand over the copies of the investigation report to the
Committee and the Auditor General within a month.
Reporting present situation and progress
Together with the letter No. 6/2/714/Vol –II dated 26.07.2016 of the
Secretary to the Ministry of Housing and Construction, a copy of the
investigation conducted by the Chief Internal Auditor had been sent to the
Committee.
06.

Propaganda, promotional expenses and bonuses

The Corporation had spent Rs. 73 million as propaganda and promotional
expenses from the year 2012 to the year 2014 and granted bonuses
amounting to Rs 20 million in breach of its objectives.
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Recommendations
Hand over a detailed report to the Committee indicating the purpose for
which propaganda expenses were borne and bonuses were paid.
Reporting current situation and progress
A detailed report in this regard had been sent to the Committee by letter
No. 6/2/714-vol ii of the Secretary to the Ministry of Housing and
Construction and they are as follows.
i. Covering letter of the General Manager of the State Engineering
Corporation – attached as Annex 11.
ii. Report on the promotional expenses from 2012 to 2015- attached
as Annex 12
iii. Report on propaganda expenditure from 2012 to 2015 –attached as
Annex 13
07.

Amount to be received by the Corporation for 7 projects

carried out for Sri Lanka Cricket
Though the amount to be received by the Corporation for 7 projects
carried out for Sri Lanka Cricket is Rs 818 million as at 31.12.2015, it has
been indicated as 568 million in the accounts of Sri Lanka Cricket and not
reconciling it by making adjustments relevant to this difference.
The Chairman pointed out that the sum of Rs 818 million was inclusive of
the Value Added Tax (VAT) whereas in the accounts of Sri Lanka Cricket
the amount had been indicated without the Value Added Tax.
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Recommendations
Inform all details to the Chairman of Sri Lanka Cricket in writing together
with the project agreement and take action to reconcile the difference.
Reporting current situation and progress
The relevant reports have not been submitted even by 30.09.2016.
08.

Making donations without approval

Despite making donations amounting to Rs 2.7 million by the Corporation
without the approval of the Cabinet, further donations amounting to Rs. 20
million had been made without cabinet approval from 2011 to 2014.
Recommendations
Obtain a report on donations made without approval from 2012-2015.
Reporting current situation and progress
The relevant report is attached as Annex 14.
09.

Losses incurred from projects

Inquiries have been made about 47 contracts which had incurred losses
exceeding the contract value of Rs. 408.4 million during 2007- 2010 and a
report on these losses had not been submitted. During the year 2009-2010,
64 contracts had incurred losses amounting to Rs. 301 due to management
inefficiencies and reports on measures to expedite the process of
recovering these losses and the budgets on publicity thereof too had not
been submitted.
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The total loss incurred from 127 projects during the period from the year
2011 to year 2014 amounted to Rs 1,574 million on account of the cost
exceeding the contract value.
Recommendations


Hand over a report containing the names and addresses of the
contractors of projects



Draw up a plan to bring the institution to breakeven level.

Reporting current situation and progress
A report in this regard has been forwarded to the Committee together with
the letter GM/CO/3R/018 and dated 29.08.2016 of the General Manager of
the State Engineering Corporation and it has been attached hereto as
Annex 15

On the spot visit
Further details of the spot visit, was carried out on 2016.06.22 in the State
Engineering Corporation is available at page number 109.
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Telecommunications Regulatory Commission
Date of Inquiry: 23.06.2016
Objects of the institution:
(a)

To ensure fair and efficient provision of domestic and international
telecommunication services within Sri Lanka.

(b)

To ensure that all operators possess and use the required
technological, financial and management resources.

(c)

To protect and promote the interests of the consumers, purchasers
and other users and public interest in general.

(d)

To maintain and promote productive competition among those
engaged in commercial activities related to telecommunication
services as well as to promote their efficiency and economy.

(e)

To promote speedy and sustained development of domestic and
international telecommunication facilities.

(f)

To ensure that the operators have the capacity to fulfill their duty
to provide a dependable and efficient service without undue delays
or obstacles or interruptions.

(g)

To promote research on new technology in telecommunication and
related fields and to improve and use such new technology.

(h)

To encourage liberal users of telecommunication services with
business premises located outside Sri Lanka to locate business
premises within Sri Lanka.

(i)

To promote the use of Sri Lanka for international transit services.
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Main issues identified
01.

Staff information

Recruiting 16 for posts outside the cadre without obtaining approval from
the Management Services Department while 40 vacancies in the executive
grade and 56 vacancies for Staff Assistants existed and appointing 5
advisors without Cabinet approval.
Recommendations


Obtaining approval for the appointments given without approval



Submitting a report to the Committee within one week regarding
the qualifications, duty list, dates of appointment and the duration
of the appointment of the Advisors.



Completion of recruitment by the end of July.

Reporting the current status and the progress
It has been informed that due approval had been obtained in granting
appointments and the information requested by the Committee regarding
the Advisors has been submitted through the letter dated 23.08.2016.
But it becomes evident through the letter sent by the Chairman of the
Telecommunications Regulatory Commission dated 23.08.2016 bearing
No.TRC/ADM/01/01/01 that the institution has failed to implement the
recommendation to complete recruitment by the end of July 2016.
02.

Internal Audit Branch

Even though the construction of the Lotus Tower had to be commenced
on 12th November 2012 and completed on 12th May 2015, in 912 days as
per the contract agreement dated 03rd January 2012, only the concrete
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structure had been completed by the said date. Out of the total contract
value of U.S.$.104.3 million , around U.S.$.38.28 million had been spent
by 31st December 2015.
The Committee paid attention to matters such as lack of an internal audit
on the construction of the Lotus Tower, all the details of the company
selected for the construction, insufficient information on the BOQ and
presenting that after completing approximately 45% of the construction.
Recommendations


As the Chairman stated that the internal audit on the construction
of the Lotus Tower had been conducted by a team of experts from
the University of Moratuwa as the Board of Directors had decided
that the said audit should be conducted in that manner, sending the
details of the same to the Committee.



How were the payments for construction of the Lotus Tower done?
Who recommended the payments? What were the matters
considered for that? Sending a report to the Committee on these
aspects within one month.

Reporting the current status and the progress


It has been informed by the letter of the Chairman dated
23.08.2016 bearing No.TRC/ADM/01/01/01that it had been
decided by the Audit Committee that the internal audit on this
construction should be conducted through a team of experts and
recommendations in that regard should be obtained from the
Department of the Auditor General, that the said decision had been
submitted for the approval of the Commission and that future
action would be taken as per the approval of the Commission and
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subsequent to obtaining recommendations from the Department of
the Auditor General as well.


A report provided by the Consultant of the project has been
submitted to the Committee on 24.08.2016.

03.

Insurance for the loan taken for the Construction work

The Committee paid attention to the payment of Rs.1,145 million to an
Insurance Company for insuring a loan amounting to U.S.$.88.655 million
taken for the construction work of the Lotus Tower without an agreement
and failure to submit an agreement entered into with the said insurance
company in paying that insurance premium for the loan.
Recommendations
Submission of a report within one month including information such as


Whether the relevant insurance company is functioning at present?



The benefits that could have been reaped if this construction had
been carried out by the institution with the money of the institution
without taking a loan.

Reporting the current status and the progress


The Committee has been informed on 24.08.2016 that the relevant
insurance company is functioning at present.



A report including matters such as the benefits that could have
been reaped if this construction had been carried out by the
institution with the money of the institution without taking a loan,
has been sent to the Committee on 24.08.2016 .
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04.

Information Technology Park at Hambanthota

The contract value for this construction was Rs.2, 663 million and it had to
be commenced on 10th August 2014 and completed by July 2016
according to the agreement. However the amount paid for this by
31.12.2015 was Rs.508 million and it was 19% out of the agreed value.
The Committee paid attention to the project being stopped by now within
such a context.
Recommendations
Submission of a report to the Committee regarding the constructions
completed so far.
Reporting the current status and the progress
A report on the constructions completed up to 30.06.2014 and the
feasibility report have been sent to the Committee on 24.08.2016.
05.

Distributing ‘Sil redi’ among adults and school children

Payment of Rs.600 million to the Presidential Secretariat for the
distribution of ‘sil redi’ among adults and school children based on the
decision taken by the Commission on 15.12.2014.
Recommendations
Sending a report to the Committee explaining such matters that are not
relevant to the scope, mentioning the measures taken with respect to each
matter separately.
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Reporting the current status and the progress
It has been informed through the letter of the Chairman of the
Telecommunications

Regulatory

Commission

bearing

No.TRC/ADM/01/01/01 dated 23.08.2016 that an amount of Rs.600
million had been paid to the Presidential Secretariat on a request made by
the Secretary to the President under social responsibility and based on a
decision taken by the Commission, for the distribution of ‘sil redi’ among
adults and school children.
06.

Provision of Rs.250 million for the Southern Campus of

John Kotelawala Defence University which is under construction.
Recommendations
Sending a report to the Committee explaining the reasons.
Reporting the current status and the progress
The Committee has been informed by the letter of the Chairman of the
Telecommunications

Regulatory

Commission

bearing

No.TRC/ADM/01/01/01 dated 23.08.2016 that this amount was provided
to the John Kotelawala Defence University on a request made by the John
Kotelawala Defence University in November 2014 and as per the letter
from the Presidential Secretariat dated 15.12.2014, on the Commission
decision No.2K14.210.10 dated 15.12.2014.
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07.

Spending Rs.2.5 million for the printing of 500,000

Dhamma booklets on a request made by the Ministry of Defence
and Urban Development
The Committee observed the printing of 500,000 Dhamma booklets at a
cost of Rs.2.5 million and the failure to submit a receipt for the said
amount though it had been paid to a company which was under the
Ministry of Urban Development.
Recommendations
Sending a report to the Committee explaining the reasons.
Reporting the current status and the progress
The Committee has been informed by the letter of the Chairman of the
Telecommunications

Regulatory

Commission

bearing

No.TRC/ADM/01/01/01 dated 23.08.2016 that this amount was provided
to Rakna Arakshaka Lanka Ltd. as per a request of the Ministry of
Defence dated 09.12.2014 and a request of Rakna Arakshaka Lanka Ltd.,
on the Commission decision No. 2K1.DC.21OD dated 29.12.2014.
08.

Purchasing 2 jeeps

Purchasing 2 jeeps worth Rs.39, 800,000/= without the approval of the
Treasury and without calling for bids.
Recommendations
Submission of a report to the Committee within 2 weeks including
information on calling for bids, obtaining approval of the Treasury etc.
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Reporting the current status and the progress
Even though the Committee was informed through the letter of the
Chairman of the Telecommunications Regulatory Commission bearing
No.TRC/ADM/01/01/01 dated 23.08.2016 that the said jeeps had been
purchased from the authorized agents who import those jeeps to Sri Lanka
as per the Commission decision 2K12.196.03(B)(2) taken after the
submission of the necessity to the Commission which stated that the
relevant jeeps should be purchased using the funds of the Commission,
there was no mention of calling for bids, obtaining the approval of the
Treasury etc.
09.

Physical Fitness Equipment

Purchasing physical fitness equipment worth Rs.5, 115,465/= without
calling for bids or appointing a Technical Evaluation Committees.
It was stated by the Chief Accounting Officer that the said physical fitness
equipment was used for worker motivation and welfare.
The Committee expressed its displeasure regarding the failure to follow
the proper procedure in making the said purchase.
The Chief Accounting Officer admitted that there was imperfection in the
procedure followed and stated that it would be corrected by working with
the Department of the Auditor General.
Recommendations
Preparation of a proper procedure for purchasing.
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Reporting the current status and the progress
The Committee has been informed on 24.09.2016 that the purchasing of
physical fitness equipment had been carried out following the due
procurement procedure and with the approval of the Senior Tender Board
and the Commission.
General Matters
* Paying attention to getting a representative of the Treasury appointed for
the institution.
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Sri lanka Cricket
Date of inquiry: 20.07.2016
Objective of the institution:
(a)

Enhancing, motivating, and managing the sport of cricket in sri
lanka

(b)

Organization, management, regulation of the tours made in sri
lanka by teams which represent other countries and providing
funds for them which necessary

(c)

Organization, management, regulation, of tours made in other
countries by the teams which represent sri lanka and providing
funds for them where necessary

(d)

Acquisition of movable and immovable property by legal means
and utilization of both the capital revenue received from them and
the money received from selling or leasing out them for the
realization of any or all the objective of sri lanka cricket

(e)

Sale,

management,

enhancement,

mortgaging,

leasing

out

exchanging, disposing of any or all of the property of sri lanka
cricket obtaining loans or overdraft facilities for such property or
taking action in that regard
(f)

Taking action to enhance the value of any property or belongings
of sri lanka cricket directly or indirectly or to provide them in a
useful manner or to carry out any other activity which sri lanka
cricket seems can be accomplished with facility in conjunction
with the aforesaid activities

(g)

Promotion of any business carried out by any person or association
which is conducive for achieving the current and future objectives
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of cricket in sri lanka in order to promote any objective or aim of
sri lanka cricket
(h)

Making decisions in regard to all matters which may be referred to
sri lanka cricket

(i)

All such activities which may be generally understood by sri lanka
cricket to be conductive for it or facilitate it to achieve its
objectives

Main issues identified
01.

Suriyawewa Stadium

The committee inquired about the construction of the suriyawewa stadium
Explaining the background details of the construction of this stadium, the
accounting officer mentioned that the amount estimated for the
construction of this stadium, once it was decided to construct that stadium,
once it was decided to construct that stadium, was 1.2 billion rupees of
which 200 million rupees was to be paid by the board of control for cricket
and 1 billion rupees was to be paid by the government and subsequent the
government forwarded an estimate of 1.8 billion rupees to the board of
control for cricket decreeing that 1 billion rupees of which shall be paid by
the board of control for cricket to pay 1.2 billion rupees for it along with
the 200 million rupees that was agreed to pay earlier. He further
mentioned that the stadium was handed over to the board of control for
cricket later on and the board was asked to settle a bill of 2.8 billion rupees
in a background in which 1.2 billion rupees had already been paid and
subsequently another bill of 4.2 billon was also forwarded to the board for
settlement. The accounting officer mentioned that the contract of the
construction of this stadium had been undertaken by sri lanka ports
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authority and later on it was submitted to china harbor by them and the
board of control for cricket has not at time taken a decision to develop and
promote this stadium
02.

The valuation report of the Suriyawewa stadium

The committee paid its attention to the fact that the failure to obtain the
assistance of the valuation department to get a comprehensive valuation
report in regard to the suriyawewa stadium and the Accounting officer
stated that a private company named KPMG was assigned the task of
carrying out the relevant valuation and the aforesaid report has been
submitted to the committee on public enterprises.
The committee pointed out that it is mentioned even in that report that as
the aforesaid company has not been provided with the necessary
information to carry out a valuation, they are not able to make a
reasonable valuation in regard to the expenses included on this stadium
and its value.
The accounting officer mentioned that he has no proper understanding of
the total expenditure of that and he further stated that although the capital
expenditure was indicated as 4.2 billion rupees three years ago. It is
indicated as 5.4 billion rupees at present. However the aforesaid amount
has appeared as 915 million rupees in the estimates of the government.
Recommendations
i.

Obtaining a comprehensive valuation report from the chief
assessor and sending it to the committee within a period of
one month.

ii.

Providing a comprehensive report of the suuriyawewa
stadium from its inception
53

Parliamentary Series No 120

iii.

Conducting a discussion with the ports authority regarding
the financial loss

Reporting the current situation and the progress
The reports related to I and II recommendations above, made by the
committee, had not been submitted even by 30.09.2016 and the action
taken in regard to item no. III above has also not been informed to the
committee.
03.

Cricket aid fund

The following points related to the establishment of an institution named
cricket Aid Fund were discussed
i.

Establishment of a company limited by guarantee named cricket
Aid Fund by the chairman, chief Executive Officer and 8
committee members using their personal names and the address
of cricket institute

The committee observed that had been established as a separate institution
even though it should have been established under the board of control for
cricket. The committee also inquired as to why the positions mentions
against the names of the members of the board of the directors were not
the positions that they hold in the board of control for cricket and the
addresses mentioned were their personal address and they have been
introduced as life time members
The accounting officer of the institute stated that this fund is under the
purview of the Board of control for cricket and its members are appointed
by the executive committee of the board of control for cricket and once the
incumbent members terminated their services in the board of control for
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cricket they would also cease to hold their positions in the cricket aid
Fund. The accounting officer stated that this matter is mentioned in the
constitution of the fund in an incorrect manner and it should be changed as
long as he holds his position in the board of control for cricket and the
accounting officer admitted the fact that the appointments of the 8 persons
in the first board of directors are erroneous. The chief accounting officer
also verified that fact
ii.

Granting an amount of two million rupees to the cricket Aid
Fund by Sri Lanka cricket

A promotion activity had been carried out using the funds of sri lanka
cricket in order to provide funds to cricket aid fund and the committee
inquired as to why it had not been mentioned as a loan granted by Sri
Lankan cricket. The committee expressed its displeasure regarding the use
of the bank account that is in the name of this fund outside the purview of
Sri lanka cricket.
The accounting officer stated that he admits the fact that some error has
been made in the process of opening the bank account and he would
inquire into it and submit a report in that regard and take remedial
measures in case any error has been made
The committee unanimously was of the opinion that this fund should have
provisions which enable the auditor general to audit it
Recommendations
Submitting a comprehensive report in this regard
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Reporting the current situation and the progress
Although the committee had made recommendations to the effect that a
comprehensive report should be submitted the aforesaid report had not
been received by the committee even by 30.09.2016
04.

Appointing advisors

The committee paid its attention to the fact of appointing 09 advisers to
Sri lanka cricket. The committee inquired of the objectives which are
expected to be achieved through the recruitment of the aforesaid advisors.
The accountings officer stated that the aforesaid 09 persons function not
only as advisors but also as coaches.
Recommendations
Submitting a report which includes the details of each advisor along with
the following particulars


The basis of selection



Qualifications



Name of the advisors



Allowances



Duties and responsibilities assigned



The reports that have been submitted by them so far

Reporting the current situation and the progress
Even though it had been informed to submit a report to the committee in
regard to the appointment of 09 advisors to Sri Lanka Cricket, which
includes the aforesaid facts, the said report had not been sent to the
committee even by 30.09.2016.
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05.

Sponsorship for Uniforms

While an agreement was in force between Sri Lanka Cricket and a private
company in regard to the provision of the uniforms of the national team,
an amount of 5.7 million rupees has been paid by 12.02.2015 for the
provision of extra uniforms.
Recommendations
Submission of report to the committee in regard to year 2015 including the
following particulars.


The number of uniforms issued and its value



The quantity received from the relevant company and its value



The quantity of extra uniforms required and its value



How the necessity of making an extra expenditure of 5.7 million
rupees arose.

Reporting the current situation and the progress
Any report in regard to obtaining sponsorship for uniforms which includes
even the particulars I to IV mentioned above requested by the committee,
on public enterprises even by 30.09.2016.
06.

Register of fixed assets

Not being able to identify fixed assets worth 5 billion rupees due to the
fact that a fixed assets register was not maintained.
Recommendations
Providing the fixed assets register to the Auditor General
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Reporting the current situation and the progress
Any document which confirms the provision of the fixed assets register to
the Auditor General had not been sent to the committee even by
30.09.2016.
General Matters
i.

Discussing with the Ports Authority in regard to the financial loss
incurred during the construction of Suriyawewa Stadium and
getting the matter solved.

ii.

Providing a Ministerial level report in regard to procurement
guidelines and recruitments procedure.

iii.

It was notified by the chairman to inform the secretary to the
committee about the practical problems, if there are any,
encountered by the chairman in carrying out his duties in this
institute.
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Sri Lanka Rupavahini Corporation
Date of investigation: 2016.07.21
Objectives of the institution:
(a)

Enhancement of attractiveness, diversity and meaningfulness of
Rupawahini programmes through structural changes

(b)

Easily approaching the spectators by utilizing new technical
methods

(c)

Effective enhancement of physical and human resources of the
institution

(d)

Introduction

of additional income generation sources to the

institution
(e)

Amendment of the statutory framework of the institution to match
the competitiveness.

Major issues identified
01.

Low Rating level

The attention of the committee was drawn towards the rating level of Sri
Lanka Rupawahini Corporation which showed a decline from a higher
level to the 7th place.
AO stated that a proper rating cannot be done owing to drawbacks which
are available in the relevant methodology and that by now attention has
been paid towards the formulation of a formal methodology which can
consider the popularity and quality appropriately.
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Recommendations
Formulation of a transparent mechanism by obtaining the support of a
board of experts under the state intervention.
02.

Financial loss

The attention of the committee was drawn towards the financial loss of
Rs.371 million which has been occurred for the year 2015 and towards the
client’s debtor balances which had not been settled during the period from
01 month to 05 years.
AO stated that it was possible to make the corporation a profit making
entity within the first 02 quarters of the year 2016.
Recommendations


To submit the minutes of the director board decision with regard to
canceling the levying of a penalty



To write off the debtor balances within a period of one month and
to inform it the Ministry of Finance

Reporting the current situation and progress
The above report has not been submitted to the committee even as at
30.09.2016
03.

Ownership of land where the corporation is located and the

transmission Centre
The committee questioned about not producing legal evidence such as
title deeds, deeds of transfer and gazette notifications required to confirm
the land ownership and the ownership of the transmission centre for audit
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and also inquired about not taking action pertaining to the cabinet decision
issued on 05th May, 2014 to the effect

that the issue regarding the

ownership should be resolved in consultation with the Secretary to the
Ministry of Mass media and the secretary to the Ministry of Defence.
Recommendations
To take a decision within 02 weeks in consultation with the secretary to
the Ministry of Megapolis and Western Development
Reporting the current situation and progress
The above report has not been submitted to the committee even as at
30.09.2016
04.

The advance provided to Nova Vision Group (pvt) Ltd

An amount of Rs. 3,454,279/- has been paid as an advance payment to
Nova Vision Group (pvt) Ltd on 02.01.2015 for initial arrangements
without an agreement of the ministry of Finance or without any written
contract and the attention of the committee was drawn towards totally
giving up this function after January 2015 towards not making
arrangements to recover the advance paid.
AO stated that the special presidential commission has been entrusted with
the duty of conducting an investigation with pertinence to this transaction
and that an internal inquiry too is conducted at the institutional level in
this regard.
Recommendations.
To provide a recommendation on the measures taken in this regard at the
institutional level within a period of one month
61

Parliamentary Series No 120

Reporting the current situation and progress
The above report has not been submitted to the committee even as at
30.09.2016
05.

Propaganda Campaign of the Presidential Election

The committee inquired about the telecast of all the advertisements with a
value of Rs. 34,719,750/- of one presidential candidate free of charge.
AO stated that an investigation is conducted by the special presidential
commission and that an internal inquiry too is conducted at the
institutional level in this regard.
Recommendations
Taking measures to recover the total dues that should be recovered by the
institutions having conducted the relevant investigation.
Reporting the current situation and progress
The committee has not been enlightened on the measures that were taken
with pertinence to the above matter even as at 30.09.2016.
General Observations


Ensuring equilibrium, diversity and enhancement of

the

programmes for the children and the adults


Fulfilling the responsibility of a national channel



Establishing knowledge in place of myth
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National Lotteries Board
Date of investigation: 2016.07.22
Objectives of the institution:
(a)

Increasing the contribution made to the government by increasing
the current revenue margin and the profitability.

(b)

Maintenance of market leadership status

(c)

Increasing the operational efficiency

(d)

Enhancement of the infrastructure of the institution

(e)

Enhancement of efficiency and productivity of the staff

(f)

Increasing customer satisfaction

Major issues identified
01.

Several staff grade positions of the staff including the

positions of Financial officer, Deputy general manager( marketing
and distribution) have been maintained as contract basis positions
The committee inquired about maintaining several positions including the
staff grade positions on contract basis .The chairman stated that these
contract basis appointments had to be made with treasury approval owing
to the low salary scales related to the permanent positions.
Recommendations
The committee instructed to conduct an accurate worker classification
having discussed with the auditor general in this regard since it was
disclosed that the figures in the worker classification documents did not
match with the figures presented by the auditor general.
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Reporting the current situation and progress
It has been informed to the committee through letter number
MF6/4/COPE/NLB

dated 13.09.2016 of the financial officer of the

ministry of Finance that they have not yet been able to conduct a
discussion for this purpose and that steps will be taken to do the required
adjustments having consulted the audit officers in that regard.
02.

The

contribution made

by

certain

lotteries

to

the

consolidated fund being not sufficient
The committee inquired about the disparity between the contribution of
16.5% as a percentage of their income to the consolidated fund by the
Mahajana Sampatha and Wasana Sampatha lotteries and the contribution
made by other lotteries which is at a lesser amount as 10% .The chairman
disclosed that a discussion was held with the Ministry of Finance in this
regard and that no written approval had been obtained for this.
Recommendations
To provide a report to the committee within a period of one month having
discussed with the officers of the Ministry of Finance as per the provisions
of the Act under which the institution has been established regarding the
allocation of

a contribution of 16.5% from other lotteries as well,

payment or default of payment of income tax, amount of profit that can be
withheld at the institution and also the regulations and references related
to the Act.
Reporting the current situation and progress
It has been informed through letter dated 13.09.2016 that it was instructed
to allow the current contribution be continued as it is under these
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circumstances because if a contribution of 16.5% is provided out of the
income of other lotteries as well, it will be difficult for them to conduct the
activity and that activities are done at present as per the discussion held
under the direction of the deputy secretary to the Treasury.
03.

Preparation of hoardings at a cost of Rs.64,680,000/=

contravening the primary objectives of the institution and other
such activities for publicity
i.

Displaying 150 hoardings incurring a cost of Rs.64, 680,000/=in the
month of November, 2014 and the advertising purposes not been
properly depicted through the photographs included in them.

ii.

Video shows and street performances have been conducted
utilizing 04 large trucks at a cost of Rs.66858960/= from
November 2014 to January 2015 and the publicity purposes of the
institution been not properly depicted through the messages given
through them.

iii.

Doing advertising activities using 50 hoardings at a cost of
Rs.18360000/= in the year 2014 and in them, displaying things
which are exterior to publicity on lotteries.

iv.

The board has utilized Rs.1428000/=in the year 2014 to renew the
photographs displayed in 03 hoardings which were fixed in the
year 2013 incurring a cost of Rs.1428000/=

The chairman stated that these activities have been conducted on request
by the authorities in the aforesaid period and that unjustifiable payments
of this nature have been suspended with immediate effect as per a cabinet
decision issued in February 2015 and has been handed over to the FCID
for further investigation.
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Recommendations
These expenditures have been made contravening the primary objectives
of the institution although allocations have been made for the expenditure
on publicity of the institution. It is a serious mistake that the responsible
officers and the board of directors have not paid attention towards the
violation of the objectives of the institution on the particular instances.
The committee paid attention towards the expenditure made on 95
hoardings as Rs.39000/=each for the advertising purposes of the
institution in accordance with its primary objectives in order to rectify the
previous measure. Similarly, the committee emphasized the fact that the
officers should always take accurate decisions.
Reporting the current situation and progress
The committee has been enlightened on the above matter through report
dated 13.09.2016. Accordingly, it has been informed that action will be
taken in accordance with the objectives of the institution in future.
04.

Colombo Airport Super Lottery

A sum of Rs.16213120/= which should be paid by the Board to the
Airport Development Authority for the period from 2008 to 2015 for
having Colombo Airport Super Lottery has not been settled and

the

committee discussed about the current situation of the said lottery.
Recommendations
The committee was of the view that this lottery should be implemented in
a manner that does not tarnish the image of the institution and the country.
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Reporting the current situation and progress
The committee was enlightened through letter dated 23.09.2016 that
arrangements

have been made at present to obtain the relevant services

after paying the service charges based on the estimates presented by them
with regard to exerting the support of the Airport Authority pertaining to
the sale of Airport super draw and Dollar Fortune lotteries which were
started recently.
05.

The contribution made to the Social Services Fund has not

been increased
A cabinet decision has been issued asking the contribution made to the
social services fund to be increased up to 8.5 %, it has not been
implemented yet and moneys have not been received to the Sports fund.
Recommendations
To provide a report having inquired as to why the cabinet decision has not
been implemented.
Reporting the current situation and progress
The committee has been enlightened on the above matter through the
report dated 13.09.2016. Accordingly, discussions have been held with the
Ministry of Finance and the Treasury .There, an agreement has been made
to present a cabinet note by the Department of Public Enterprises.
06.

Printing of Lotteries

The committee extensively discussed about the following issues and
matters related to the print of lotteries.
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The printing errors identified by the Auditor General, printing without
procurement, substandard printing, inquiring the experience of the
suppliers were considered here. AO stated that it is expected to reduce the
tender period from 03 to 02 years and to issue the tender in such a way
that each printer would get 3 lotteries and that the tendered task would be
distributed among several printers and that the Ministry of Finance has
been consulted in this regard and written directions have been sought.
Recommendations
In case if it is recommended by the technical evaluation committee to
reduce the period of experience of the printers, the approval regarding
such measure by the board of directors and the secretary to the Ministry
confirming that it will not lead to risk, should be informed to the
committee and the committee was of the view that experience is required
here.
Similarly, the Secretary to the Ministry was instructed to send the
instructions given to the institution pertaining to printing matters to be
considered by the committee.
Reporting the current situation and progress
A detailed report in this regard has been provided to the committee
through letter dated 13.09.2016
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Ceylon Electricity Board and Sustainable Energy Authority
Date of Examination: 22-07-2016
Major Issues Identified:
01.

Construction of hydro-power plants under the Sustainable

Energy Authority
Recommendations
Submitting a report to the Committee after carrying out a 5 year audit
examination on all recommendations that have been made regarding the
construction of hydro-power plants in connection to waterfalls, their status
and genuineness of such recommendations
Reporting current situation and progress
Report had not been submitted as at 30-09-2016
02.

Institutions and persons registered under the Sustainable

Energy Authority
Submitting to the Committee, a comprehensive report on all institutions
and persons registered under the Sustainable Energy Authority at present
Reporting current situation and progress
Report had not been submitted as at 30-09-2016
03.

Granting permits to build hydro-power plants

Particular attention of the Committee was focused on this matter.
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Recommendations
Formulating a methodology so that permits to build hydro-power plants
could be granted by the Authority itself and the process could be
supervised from one location and presenting the same to the Committee
within a period of three months.
Reporting current situation and progress
The above report has not been submitted to the committee.
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Sri Lanka Football Federation
Date of Examination: 09-08-2016
Major Issues Identified:
01.

Irregularities in the utilization of financial provisions

received from various institutions
i.

40,400 Euros given by an Italian football league for the
construction of the Kalutara Football Stadium

ii.

60,000 Euros received from the Asian Football Federation

iii.

10 million Dollars received from a private company as Tsunami
relief

iv.

Further 200,000 dollar grant received from the Asian Football
Federation

Recommendations
The Chairman stated that a complaint in this regard has been lodged at the
Financial Crimes Investigation Bureau and the Secretary to the Ministry
was directed to obtain a progress report from the IGP.
02.

Publishing a Souvenir

Income received from the souvenir published for the Asian Football
Games has not been entered into accounts
Recommendations


Carrying out an investigation at Ministry level



Calling the Management Committee, the then Secretary to the
Minister and the Sports Minister before the Committee
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Reporting current situation and progress


Committee had not been informed as at 30-09-2016 of any action
taken to carry out an investigation at Ministry level



Steps will be taken in future to call the Management Committee,
the then Secretary to the Minister and the Sports Minister before
the Committee

03.

Internal Audit Division

Enquired about the Internal Audit Division of the Institution.
Recommendations
Chairman confirmed that an internal audit unit has not been run up to now.
Reporting current situation and progress


Committee had not been informed as at 30-09-2016 of any action
taken in this regard

04.

Unlawful appointments

Attention of the Committee was drawn to the appointments made in
contravention to the constitution of the institution
Recommendations


Taking action in accordance with the constitution



Not appointing any persons to any designation in contravention to
the constitution



Carrying out and investigation regarding any persons who may be
bearing such offices and reporting the same to the Committee
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Reporting current situation and progress


Committee had not been informed as at 30-09-2016 of any action
taken regarding the appointments made in contravention to the
constitution

General Matters


Financial status of the institution must be given serious
consideration
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Sri Lanka Ayurvedic Medicine Corporation
Date of Examination: 10-08-2016
Objectives of the institution:
a)

manufacturing high quality Ayurvedic drugs

b)

to be the main supplier in a competitive ayurvedic drug market
while completely fulfilling ayurvedic drug requirements of the
government, Provincial Councils and Pradisha Sabhas

c)

importing essential ingredients for the manufacturing of ayurvedic
drugs and sale of the same as per local market requirements

d)

purchasing locally produced ayurvedic drug ingredients

e)

implementing programmes aimed at the conservation of medicinal
plants required for the production of drugs and the expansion of
the cultivation of such plants

f)

undertaking research

on

improving the

quality of

drug

manufacturing and on ayurvedic drugs and standardization of such
drugs
g)

running ayurvedic pharmacies

Major Issues Identified:
01.

Revelation that decisions taken at the meeting of the Board

of Directors held without the participation of the Treasury
Representative, are irregular
It was enquired about the following decisions taken at the meeting of the
Board of Directors held without the participation of the Treasury
Representative and it was revealed that the said decisions are irregular.
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Appointment of 06 project coordinators under the Special Projects
Office of the respective Minister and payment of a monthly
allowance of Rs. 20,000/-



The decision taken to pay a combined allowance of Rs. 3,000/- per
day to the staff of the Corporation



The decision to pay the Assistant General Manageress who had
been appointed for a period of one year on contract basis,
monthly transport allowance of Rs. 50,000/-

a

based on Public

Administration Circulars 05/2016 without obtaining necessary
approval from the Secretary to the Ministry
Recommendations


It was revealed that when awarding appointment letters to project
coordinating officers attached to the Ministry office, they have
been given appointments as staff coordinators of the Minister. The
Secretary to the Ministry was informed to submit a comprehensive
report in this regard.



The Committee expressed grave dissatisfaction over the manner in
which action has been taken in the institution and the manner in
which the officers responsible have acted. It was decided to call
this institution before the Committee on another day on which a
larger number of Members of Parliament are present



A report is to be submitted to the Committee regarding the
implementation of the decision taken during the meeting of the
Board of Directors in the absence of the Treasury Representative.



Since procurement activities of the Corporation have been affected
given that the Chairman is not in a position to report to duty, the
Committee directed the Secretary to the Ministry to submit
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proposals on short term action that can be taken to normalize the
situation.
Reporting current situation and progress
Through the letter of the Secretary to the Ministry of Health, Nutrition and
Indigenous Medicine under the reference 01/15/02 –COPE of September,
2015 with no date, a report has been submitted on the provision of
appointments as Staff Coordinators of the Minister to Project Coordinators
attached to the Ministry Office when appointments were awarded to the
said Project Coordinators. In this report it is mentioned that the said
appointments were awarded based on a request made to the Chairman by
the Private Secretary to the Minister and that the approval of the Board of
Directors was grated for the same on 09-03-2016.
The aforementioned report had not furnished any information regarding
the implementation of a decision that was taken at a Board meeting held
without the presence of the Treasury representative. It has been informed
that the payment of a daily combined allowance of Rs.3000.00 to the staff
of the Corporation has been stopped with effect from 10-08-2016.
The Committee has been informed of the instructions issued to grant
financial powers to the General Manager of the Sri Lanka Ayurvedic
Drugs Corporation and to continue the functioning of the Corporation in
view of the Chairman’s inability to report to duty at present causing issues
in procurement activities of the Corporation.
It is expected to call this institution before the Committee again on 04-102016.
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02.

Chairman of the Corporation has not yet submitted his Bio-

data to the Committee on High Posts
It was informed that the said information was submitted to the Secretary to
the Ministry. The Committee pointed out that the said information can
directly be forwarded to the Committee on High Posts instead of sending
the through the Secretary to the Ministry.
Recommendations
Taking steps necessary to forward the aforementioned information to the
Committee on High Posts without delay
Reporting current situation and progress
Aforementioned information had been sent to the Committee on Public
Enterprises and the Committee has taken action to forward the information
to the Committee on High Posts.
03.

Decision taken by the Board of Directors to pay the

Managing Director, a monthly transport allowance of Rs.70,000/-,
a fuel allowance and provide a driver.
It was revealed that the above allowances are incorrect as per PED
Circular 01/2015 dated 25-05-2015. The Managing Director expressed
agreement to pay back the amounts obtained in an incorrect manner up to
now.
Recommendations
The Committee directed that action be taken to recover the amounts paid
incorrectly up to now and instructed that the Committee should be
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informed of the decision taken in this regard at the next meeting of the
Board of Directors.
Reporting current situation and progress
A report in this regard had been submitted through the letter sent in
September 2016 with no date. In the letter, the Secretary to the Ministry of
Health, Nutrition and Indigenous Medicine has informed that the
Chairman of the Corporation has taken a decision to recover the
aforementioned money from the Managing Director and that it has been
submitted through Board decision no.12433.
Furthermore, through the letter of the General Manager of the Sri Lanka
Ayurvedic

Drugs

Corporation

dated

12-06-2016

with

reference

HRD/COPE/2016, the Committee has been informed that no amount has
been recovered up to now since a clear decision had not been given by the
Board of Directors to recover the aforementioned amount of money.
04.

Recruitment of employees on contract basis for 57 different

positions in year 2015.
Out of the appointments made, 41 are not included in the approved cadre
and 03 persons have been recruited on permanent basis to the position of
Assistant Manager (Sales Promotion) although such a position is not
included in the approved cadre.
These recruitments have been made without

publishing public

notifications, obtaining proper approvals, holding structured interviews
and obtaining approval of the Management Service Commission.
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Recommendations
A performance report on these positions is to be forwarded to the
Department of Management Services, Department of Public Enterprises
and the Auditor General and details on the position occupied by the
aforementioned persons at present, responsibilities assigned to the said
positions, the reasons for recruitment in the above manner, the reason why
the other employees of the Corporation are unable to provide those
services should be included in the said report.
Reporting current situation and progress
The aforesaid report was submitted on 08-09-2016. The report provides
information on why public notifications were not published, proper
approval was not obtained, structured interviews were not held and
approval of the Management Service Commission was not obtained.
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The four Maganeguma institutes coming under the
Road Development Authority
Maganeguma Emulsion Production Company (Pvt.) Limited
Maganeguma Consultancy and Project Management Services
Company (Pvt.) Limited
Maganeguma Road Construction Equipment Company (Pvt.)
Limited
Expressway Transport (Pvt.) Company
Date of examination: 10.08.2016
Main issues identified
01.

Establishment of the Maganeguma companies not being

systematic or legal
It was discovered that neither the Ministry nor the Authority possessed
any information regarding the methodology that had been adopted in
establishing the aforesaid companies as per the decision taken by the
Cabinet.
It was further discovered that the following information, too, was not
available.


share certificates



records of minutes



not having conducted annual general meetings
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Recommendations


Reporting to the Committee within three days about the date on
which the decision to establish a company named Maganeguma
Emulsion Products Company (Pvt.) Limited was taken by Road
Development Authority and whether the General Manager has the
authority to establish such a company.



Whether the General Manager had held any discussion with any
other party regarding the establishment of a company named
Maganeguma Emulsion Products (Pvt.) Limited as per the decision
of the Board of Directors.



Whether the Board of Directors had approved it.



Had the Board of Directors made a decision to establish all these
three institutes as companies? If so, on what date(s) were such
decisions made?



The manner as to how agreements were entered into with
Maganeguma Emulsion Products (Pvt.) Limited as per the
aforesaid decisions.



How share capital was generated.



Submitting to the Committee with copies to the Auditor General
the minutes of the meetings of Board of Directors indicating how it
had been reported to the Board of Directors.



Submitting the observations of the Auditor General.

Reporting the present situation and the progress
The following is a summary of the details sent by the Secretary to the
Ministry of Higher Education and Highways through the letters bearing
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reference MPH/HWY/ACC/13/2015/10 – 11 dated 27.09.2016 and
17.11.2016.
i.

Maganeguma Emulsion Production Company (Pvt.) Limited
It has been stated that the approval of the Board of Directors had
been granted to the board paper of the Board of Directors of the
Road

Development

Authority

bearing

No.795/2004

dated

09.06.2004 for the establishment of a company in the above name
and that no information was available to confirm that discussions
had been held with any other party for the establishment of this
company or that approval of the Board had been given for such
discussions.
Share capital is given as follows as per the register of registration
of companies:
Names of shareholders

of Value of a share

shares

(Rs.)

01

100

Rupasinghe 01

100

Road Development Authority
Bulathsinhalage

No.

Perera
ii.

Maganeguma Road Construction Equipment

Company (Pvt.)

Limited
As per the board paper bearing No.795/2004, approval of the
Board of Directors had been granted on 09.06.2004 for the
establishment of this company subject to the approval of the
Cabinet. Details of the shareholders at the time of the
establishment of the company in 2004 are as follows:
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Names of shareholders

of Value of a share

shares

(Rs.)

01

100

Pushpakumara 01

100

Jayantha Dharmadasa
Chaminda

No.

Athaluwage
Road Development Authority

01

100

When the company was re-registered in terms of Companies Act
No.07 of 2007, the ownership of shares had been changed as
follows:
Names of shareholders

No.

of Value of a share

shares

(Rs.)

Road Development Authority

01

100

Kulasekara Jaliya Pathmaraja

01

100

It has also been stated that, as there has arisen an issue regarding
the legality of changing the ownership of shares in this manner, a
case is pending at the Commercial High Court, Colombo,
regarding such change of shares.
iii.

Maganeguma Consultancy and Project Management Services
Company (Pvt.) Limited
It has been stated that it had been difficult to find the decision of
the Board of Directors regarding the establishment of this
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Company and that, as per the board paper bearing No.810/2004,
details related to the operation of this Company had been recorded
in the minutes of the meeting of the Board of Directors held on
09.09.2004.
At the time of establishment of this Company, ownership of shares
as per the memorandum of association is as follows: \
Names of shareholders

No. of
shares
01
Production 01

Road Development Authority
Maganeguma
Emulsion
Company (Pvt.) Limited.
Maganeguma
Road
Construction 01
Equipment Company (Pvt.) Limited

Value of a
share (Rs.)
100
100
100

As this Company had not been properly re-registered in terms of
Section 487(3) of the Companies Act No.07 of 2007, Registrar of
Companies had informed by the letter No.N(PVS)38955 dated
18.10.2016 that this Company would be nullified.
02.

Products of Maganeguma Emulsion Production Company

(Pvt.) Ltd.
The production process of Maganeguma Emulsion Production Company
(Pvt.) Ltd., which has been established under the Road Development
Authority that had continued from the date of establishment of the
Company to date came under question at the Committee.
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Recommendations
Reporting to the Committee –


the extent of the volume of bitumen produced by the Company
from years 2004 to 2016;



the extent and the value of the volume of bitumen that has been
supplied to the Road Development Authority; and



The extent and the value of the volume of bitumen that has been
supplied to other companies.

Reporting to the Committee about the extent and the value of the volume
of bitumen obtained by the Road Development Authority.
Reporting the present situation and the progress
This Company does not produce bitumen. Details of the extent and the
value of tar liquid, which is manufactured using bitumen, produced by this
Company, the extent and the value of the volume of tar liquid supplied to
the Road Development Authority and the extent and the value of the
volume of tar liquid supplied to other companies are given in Annexure
16.
03.

Details regarding the establishment of Maganeguma

companies
The Committee questioned as to how the Maganeguma companies were
established.
Recommendations


Studying and reporting to the Committee the manner in which
agreements were entered into when Maganeguma companies were
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established, minutes of meetings of the Board of Directors and
other records.


Reporting to the Committee whether equipment belonging to the
Authority had been provided to these companies.



Reporting to the Committee whether such equipment had been
given on rent basis, or else equipment had been given as part of the
capital of the Company.



Reporting to the Committee as to when the Road Development
Authority purchased the products of Maganeguma Emulsion
Production Company (Pvt.) Ltd. as the first transaction of the
Authority with the Company.

Reporting the present situation and the progress
The detailed report that has been sent to the Committee by the Secretary to
the Ministry of Higher Education and Highways regarding the aforesaid
recommendations is given in Annexure 17.
04.

Providing to the Criminal Investigation Department all the

details of the Companies
Recommendations
Handing over to the Criminal Investigation Department all the documents
available at the Ministry and the Road Development Authority that contain
information about the establishment of these companies.
Reporting the present situation and the progress
It has been informed through the letter No. MPH/HWY/ACC/13/2015/1011 dated 17.11.2017 of the Secretary to the Ministry of Higher Education
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and Highways that the relevant documents could be submitted to the CID
through the Road Development Authority.
05.

Obtaining from the Auditor General a report on all the

matters discussed on 10.08.2016 centred around the ownership of
these four companies and seeking advice of the Attorney General
on recovering the loss caused to the government by the acquisition
of Maganeguma Emulsion Production Company (Pvt.) Ltd.
without its ownership.
Recommendations


Obtaining from the Attorney General a report on the other matters
that should be examined regarding the issues that arose in the
discussion that was held on 10.08.2016 centered around all matters
related to the ownership of these four companies, on the matters
that should be examined at Ministry level and on the significant
matters that should be examined in a criminal investigation.



Referring the aforesaid report to the Secretary to the Ministry.



Referring the aforesaid report to the Criminal Investigation
Department by the Secretary to the Ministry together with the
Chairman of Road Development Authority and with the relevant
Companies, and requesting the CID to carry out a full investigation
about the disappearance of the documents pertaining to the
establishment of the aforesaid companies and extending the fullest
cooperation of the Ministry and the Authority to carry out those
investigations.



Seeking the opinion of the Attorney general regarding taking legal
action for recovering the loss caused to the government.
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Reporting the present situation and the progress
The Secretary to the Ministry of Higher Education and Highways has
informed the Committee that the Attorney General has been informed of
this issue in writing and that, after the report of the Attorney General has
been received, action could be taken together with the Chairman of the
Road Development Authority and with the relevant companies to refer the
aforesaid report to the Criminal Investigation Department.
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Sri Lanka Ports Authority
Date of Examination – 23.08.2016
Objectives of the Authority
(a)

To further consolidate the position the Port of Colombo has gained
as an international mega hub port for container operations and
making it a logistics centre in the South Asian Region.

(b)

Developing a competitive marketing strategy to establish the Port
of Colombo as an international mega hub port.

(c)

To project the Port of Galle as a regional harbour as well as an
alternative harbour for the Port of Colombo for commercial cargo
operations.

(d)

To develop the Port of Trincomalee as an industrial harbour.

(e)

To develop Ports of Oluvil, Point Pedro and Kankasanthurai as
commercial harbours in the region.

(f)

Building and establishing Port of Hambantota initially as an
industrial harbour providing logistics and to develop in the long
run as a complete harbour for container operations.

(g)

Gradually enhancing through human resource development
programmes the understanding, skills and creativity of the
employees of all harbours and maintaining a high level of
productivity and service excellence through promotion of positive
attitudes.

(h)

Preparing strategic development plans for all the harbours in Sri
Lanka.
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Main issues identified
01.

Not commencing operations of the East Container

Terminal of Sri Lanka Ports Authority to date despite the
completion of construction work of the Terminal in year 2015 at a
cost of Rs.10, 800 million.
The Committee enquired as to why operations of the East Container
Terminal of Sri Lanka Ports Authority has not been commenced to date
despite the completion of construction work of the Terminal in year 2015
at a cost of Rs.10,800 million.
The Chairman stated that a sum of money that is as high as 6 – 8 million
dollars is needed for purchasing the harbour cranes required for that and
that it has been discovered that those cranes are not suitable for use with
large ships and, therefore, the relevant Minister had taken action to
postpone the said transaction; however, the Cabinet of Ministers made the
decision to carry out these operation as a public private partnership.
The Committee raised its objection about the mention in the memorandum
that had been issued to provide information about issuing of shares of that
joint venture which says that the ownership of the government should be
as low as 15%.
Recommendations
The Committee directed the Secretary to the Ministry of Ports and
Shipping to submit to the Committee within one month a comprehensive
report including the decision of the Cabinet regarding this transaction.
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Reporting the present situation and the progress
The Chairman of Sri Lanka Ports Authority has submitted to the
Committee by his letter dated 06.09.2016 a report about the East
Container Terminal which included a copy of the relevant Cabinet
Memorandum and the decisions taken by various committees regarding
the construction of this Terminal.
02.

The amount together with the interest that has to be paid to

the contractor for constructing Sooriyawewa International
Stadium being Rs. 5027 million as at 30.07.2015
The Committee discussed this transaction in detail. The amount together
with the interest that has to be paid by Sri Lanka Cricket to the contractor
for designing and constructing the aforesaid stadium as an item in a
variation order without a contract agreement been entered into between the
contractor of the Hambantota Harbour Construction Project and Sri Lanka
Ports Authority was Rs.5027 million as at 30.07.2015.
The Secretary to the Ministry stated that advice would be sought from the
Attorney General regarding how action should be taken in this regard as
this amount has to be recovered from Sri Lanka Cricket.
Recommendation
Directing that, as both Sri Lanka Cricket and Sri Lanka Ports Authority
are state entities, discussions be held in coordination with the Secretary to
the Ministry of Sports and Director – Sports in order to resolve this issue
so that expenses on legal action could be avoided and that the progress of
such initiative be reported to the Committee.
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Reporting the present situation and the progress
The Committee had not received any report regarding the aforesaid issue
even by 30.06.2016.
03.

Having incurred an accumulated loss of Rs.37,186 by

Hambantota Harbour until the end of year 2015 and Sri Lanka
Ports Authority having guaranteed the loan of 28 million dollars
that had been obtained from a private bank by the company that
handled bunkering at Hambantota Harbour
The Chairman of the Ports Authority informed the Committee that the loss
is expected to be reduced in future by operating bunkering services and by
establishing industrial zones and that action is being taken to inform the
Cabinet of Ministers about guaranteeing the aforesaid loan and also to
reach an agreement with Hatton National Bank to pay back this loan in Sri
Lankan rupees.
The Secretary to the Ministry stated that a report has already been
prepared including the future plans that should be implemented in respect
of all harbours and that a comprehensive plan that covers the entire island
will be prepared in future with the assistance of ASIA and JAICA
Recommendations
The Committee issued directives to submit to the Committee a copy of the
report that contains future plans in respect of all harbours and to revise the
corporate plan of the Authority so that it is in line with the plan that covers
the entire island in future.
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Reporting the present situation and the progress
No report had been received by the committee regarding the aforesaid
matter even by 30.09.2016.
04.

Failure to generate profits so far from Oluvil Naval and

Fisheries Harbour that was opened in 2013 and that had been
constructed at the costs of 46.09 Euros that was obtained as a loan
from Nordea Bank, Denmark, and Rs.531 million out of the funds
of the Ports Authority.
The Chairman of the Ports Authority informed the Committee that
arrangements are being made jointly by the Ports Authority and the
Ministry of Fisheries to attract ships to this harbour and discussions are
underway to recover the amount that is due from the Fisheries Corporation
and that a short-term and a long-term programmes are being implemented
to prevent accumulation of sand at the mouth of the harbour that has been
a problem at present.
It was also discovered that Oluvil Harbour had not been entered in the
accounts as an asset belonging to Sri Lanka Ports Authority.
Recommendations
The Committee issued directives to take necessary action to enter Oluvil
Harbour in the accounts as an asset belonging to Sri Lanka Ports Authority
and further, the Committee was of the opinion that money should not be
spent further on such projects which do not have the capacity to generate
profits.
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Reporting the present situation and the progress
No report had been received by the committee regarding the aforesaid
matter even by 30.09.2016.
05.

Paying to the Colombo Municipal Council by the Ports

Authority a sum of Rs. 6,676,000/- as assessment taxes for years
2012 and 2013 for the land that had been leased to S.A.G.T. Pvt.
Ltd. and for the equipment that had been installed in that land.
It was discovered that payment of assessment taxes for the land has to be
done in terms of the agreement that had been entered into with S.A.G.T.
Pvt. Ltd., but payment of assessment taxes for the equipment installed in
the land is an unnecessary expense that is incurred by the Authority.
Recommendations
The Committee issued directives to discuss this issue at a future Board
meeting and also to hold discussions with the Municipal Council and to
correct these payments in a way that it is advantageous for the Authority.
Reporting the present situation and the progress
No report had been received by the committee regarding the aforesaid
matter even by 30.09.2016.
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Kurunegala Plantation LTD
Date of Examination: 25.08.2016
Objectives of the institution (in terms of

the Memorandum of

Association)
(i)

Taking over and maintenance of the Movable properties
the estates

namely Attanagalla

watta,

of

Dambadeniya watta,

Dathusenpura watta , Dodangaslanda watta,

Gala

Watta

,

Hiriyala watta, katugampola watta, Kurunegla Watta, Mahayaya
watta, Mawathagam watta, Melsiripura watta, Narammala watta,
and Wariyapola watta that come under and administrated by
Janatha Estate Development Board
(j)

Taking

over

all Account

books , Documents,

Property

agreements, and liabilities that prevailed by aforesaid date of
taking over the estates .
(k)

Producing

, planting and

maintenance of

Agricultural products, plants , trees and other

All kinds of
crops

and

conducting researches and development projects in that regard .
(l)

Promotion

and Management of

lands, other Immovable

properties, natural properties, water, wind power and solar power
and utilizing them after development measures .
(m)

Sale, distribution and exportation of company products.
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Main issues identified
01.

The lands released by Lands Reform Commission for
external persons

The committee

drew attention on releasing certain extents of lands by

the land reforms commission to external individuals.
Recommendations
Providing a list of lands which were provided to external persons by land
reforms commission during a period of one month.
Current situation and the progress report
A list of lands which were provided to external persons by Land Reforms
Commission has not been sent to the committee by 30.09. 2016 .
02.
With

Gross monthly salary of Rs. 403,882/=
all allowances, monthly gross salary

of the Chief executive

officer of the plantation Company being Rs. 403,882/= without Director
Board approval.
Recommendations
i.

Taking

measures to recover the over payment, having

consulted the Attorney General.
ii.

Taking measures to recover it from the gratuity paid.

iii.

Filing a civil case

iv.

Taking measures against the responsible officials.
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Current situation and the progress report
Committee has not been informed of the measures that have been taken to
implement
03.

aforesaid recommendations even by 30.09. 2016

gifting Rs. 3,075,000 /= to a private company

Providing

aforesaid amount of money to a private company

by

the

date of 06.01.2015, without director board approval.
Recommendations
i.

Having an institution level investigation in this regard

ii.

Making committee aware of the financial damage through
the secretary

iii.

Send the report to the Committee regarding, those who
responsible for the above situation.

iv.

Consulting Attorney General to take legal measures in
this regard

v.

Taking action within 2 weeks’ time.

Reporting current situation and the progress
Committee has not been informed of the measures that have been taken
to implement
04.

aforesaid recommendations even by 30.09. 2016

Payment of gratuity

Though the salary of half a month is provided for every year of service
completed , in terms of section 6.2 (a) of Gratuity Payment Act , the
company

paying gratuity for the employees over 10 years of service ,

with one full month salary

calculating

with the number of years

completed .
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Recommendations
Looking in to the number of employees who got gratuity in this manner,
immediately.
Current situation and progress report
Committee has not been informed of the measures that have been taken to
implement aforesaid recommendations even by 30.09. 2016
05.

Preparing a new Agricultural plan

Making a modernized

agriculture by using the

properties, assets and

recourses and using new varieties of crops with the help of specialists.
Recommendations
Submitting proposals to the committee in this regard
Reporting current situation and the progress
Committee has not been informed of the measures that have been taken
to implement aforesaid recommendations even by 30.09. 2016.
Common facts
Having the maximum support of the Committee to change the

prevailing

situation
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Employees Trust Fund Board
Date of Examination: 26.08.2016
Objectives of the institution
Followings are the objectives of the Employees trust Fund , in terms the
section 7 of the Employees trust fund act No. 46 of 1980.
(a)

Promotion of employee rights, employee welfare and economic
democracy, by participating in finance supply and investments

(b)

Promotion

of employee participation in management by taking

over general shares of enterprises.
(c)

Making provisions to have a noncontributory benefit,

when

employees get their retirement.
(d)

Performing all the actions and other
necessary

or helpful

measures which will be

in achieving the objectives of (a), (b)

and (c) paragraphs of this section
Main issues identified
01.

Not

having a

specific

officer

for the post of Charted

The committee expressed the displeasure

over not having a Charted

Financial Analyst

Financial Analyst to perform the operations and the administration

of an

investment fund to the tune of Rs. ¼ Trillion
The unanimous decision of the committee was that immediate measures
should be taken to recruit a Charted Financial Analyst. Although

the

consultancy assistance is taken from an adviser who is serving in another
bank, it was revealed

that an agreement has not been signed

in that
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regard. The committee expressed its

displeasure over this situation. It

was further revealed that the employee benefits have been decreased as
there is no proper management of funds.
Recommendations
Recruitment of an individual for the post of Charted Financial Analyst
with professional qualifications
Reporting current situation and the progress
Committee has not been informed of the measures that have been taken
to implement aforesaid recommendations even by 30.09. 2016.
02.

retaining big amounts of money in temporary accounts

The committee drew
members

losing

the attention on the fact

their money when

that the respective

their membership fees are

deposited in other temporary accounts without depositing them in the
private accounts of the members .
A.O stated

that though such a situation has arisen

due to the

inconvenience of data collection, the officials are being trained in this
regard to do this in a modern methodology, and this task will be completed
within next 3 months.
03.

Purchasing shares of a computer company

The Committee made inquiries of the Rs. 478 Million loss incurred in
the Accounting year 2012/2013 , By reason of the investment of Rs.
2, 076, 800/= to purchase 188, 000 shares of a computer company in
2010 .
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The chief accounting officer stated that no institution investigation has
been performed in this regard and an investigative report prepared by the
Accounts section on share market transactions and other transactions has
been submitted to the Accounting officer of the institution.
Recommendations
Submitting the report of the respective investigation within 3 weeks’ time
to the committee.
Reporting current situation and the progress
The respective investigative report With The letter ETFB /FIN/75
dated 05.09.2016 of the chairman of Employees trust fund , has been
submitted to the committee and aforesaid report has been attached as
annexure 18 .
04.

investing in treasury bonds

The committee focused its attention on the inability of the institution to
work as a primary dealer Though Rs. 200 Million has been invested in
treasury bonds , through other institutions

without calling for bids

bidding
Recommendations


Registering Employees trust fund as a primary dealer in Central
bank of Sri Lance and reporting to the committee in that regard.



If it cannot be done submitting a report explaining the inability.



Take expert assistance to strengthen the section.

103

Parliamentary Series No 120

Reporting current situation and the progress
Committee has not been informed of the measures that have been taken to
implement
05.

aforesaid recommendations even by 30.09. 2016.

The death beneficiaries, not claiming
The committee focused attention to see whether there is a proper

mechanism in place to identify the death beneficiaries, not claiming. After
deliberations

following recommendations were given.

Recommendations


Having awareness programmers in Divisional Secretariat levels
on not making claims for death benefit



Advertising with

the sponsorship of National television

Corporation
06.

Providing scholarships

The committee inquired of the reason for not
applications
forecasted

out of the number
in 2011-2014

of

receiving half number of
applications that the board

for awarding scholarships. The reception of

applications in close 4 years is as follows
Year

Number
forecasted

Number of
application received

Number of
person qualified

2011

10,000

1,519

1,430

2012

5,000

1,887

1,769

2013

5,000

1,678

1,500

2014

5,000

2,159

1,359
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The Accounting officer stated that a programmer is being formulated for
the betterment of the student who do not have education after Advanced
Level examinations.
Recommendations
Broadcasting sufficient number of advertisements, advertising in this
regard with the sponsorship of Nation t Television Corporation.
07.

Lanka Salt Ltd.

The committee drew the attention on the fact that only one member
of ETF represents the Director Board of this institution that comprises
of 9 members , Though the 90% ownership of this institution is with
Employees trust Fund .
Recommendations


Submitting the Accounts

as

90 % of

ownership is with the

fund by now .


Taking audit work of the institution under the purview of the
Auditor general



Preparing consolidated

accounts until

the policy decision is

taken.


Submitting a report with all information

Reporting current situation and the progress
Committee has not been informed of the measures that have been taken to
implement aforesaid recommendations even by 30.09. 2016.
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08.

Allowing

Admire Advertising

advertisements

broadcast

without proper Tender procedure

The committee inquired
Advertising Company
advertisements

Company to

of

the situation of

allowing

, a private advertising agency

of the corporation,

Admire

, to broadcast

without proper Tender procedure

and reason led for that.
Accounting

officer stated that

it is true and institution did not have an

inquiry on that as Criminal Investigation Commission is conducting an
investigation in that regard.
Recommendations


Consulting attorney general of the Legality of the respective
transaction



Reporting to the committee

conducting

an investigation

in

institutional level
Reporting current situation and the progress
Committee has not been informed of the measures that have been taken
to implement
09.

aforesaid recommendations even by 30.09. 2016.

Leasing out

the land

owned by the board

located in

Nawaz Maratha for a vehicle park without proper tender
procedures.
The accounting officer stated

that this land had been leased out, with a

proper tender procedure and the cases have been filed against the prior
lessee

to recover Rest 7 Million outstanding sum and the land is

administered by the institution by now.
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Recommendations
Submitting a report to the committee in this regard
Reporting current situation and the progress
Aforesaid

report

has not been submitted to the committee

even by

30.09. 2016.
General facts


As there is a

great

tendency to occur issues strengthening

the mechanism to avoid them


Increasing the awareness of the officials by providing them with
suitable foreign training



Registering as a primary dealer of a franchised agent in Central
bank
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On the spot visit
On the spot visit of the Committee on Public Enterprises on 22nd
June 2016
The Committee after having considered the oral evidences given by the
officials of the State Pharmaceutical Corporation and State Engineering
Corporation at the Meetings of the Committee held on 21.06.2016 and
23.02.2016, resolved to conduct an on the spot examination on 22.06.2016
to inspect the ware houses belonged to the said institutes at Maguruwila,
Gonawala, Kelaniya and the C – city building belonged to State
Engineering Corporation located at Peliyagoda.
01.

State Pharmaceutical Corporation

The Committee observed the followings during the on the spot
examination


Various kinds of medicines stored at the ware houses which were
nearing expiration.



Whether it is suitable for the medicine, the way they had been
stored and the standards of storing.



Not possessing the required qualifications by the store keeper who
was attached to the ware house to accept and to issue the medicine.



Storing both new and expired medicines at the same place.



Medicines stored without following due safety methods.



High probability to release expired medicine to the open market.
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Observations
Totally dissatisfied about the way of storage of the unsuitable / low quality
/ expired medicines.
02.

State Engineering Corporation.

The C – city building belonged to State Engineering Corporation in
Peliyagoda was placed under a on the spot examination. It was revealed
about large amount of unused equipment and uncompleted constructions
left by the previous management, at the discussion with Mr. W.A. P.K.
Nishantha, Deputy General Manager, National machinery and Equipment
organization.(NEMO)
Observations.


Suspension of the constructions of the project on C - city building,



No benefit had been obtained through a large amount of money
had been spent on C – city building.
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Profit/ (Loss) before Tax (COPE – 2016)

N
o
1
2
3
4
5

Entity
Corporative Wholesale
Establishment
Sri Lanka Insurance
Corporation
State Engineering
Corporation
Telecommunication
Regulation Commission
Sri Lanka Rupavahini
Corporation

Profit / (Loss) before Tax of the YEAR (Rs.)
2015

2014

2013

**(539,887,014)

(313,971,655)

(283,494,766)

4,820,776,000

4,373,139,000

6,354,870,000

46,605,744

148,572,831

47,593,376,236

46,266,149,704

48,180,781,890

(374,662,359)

(182,480,765)

47,869,000

Financial
statements not
submitted yet

6

National Lotteries Board

910,801,268

109,189,912

476,681,022

7

Ceylon Electricity Board

19,876,005,000

(15,002,652,000)

22,264,544,000

Four Maga Naguma Institutions Under the Road Development Authority

8

9
10

1) Maganeguma
Emulsion production
Company (pvt) Ltd

** 11,404,487

56,797,594

21,831,909

2) Maganeguma
Consultancy and Project
Management

** 67,608,837

62,239,298

38,446,380

406,209,247

887,823,730

3) Maganeguma Road
Construction and
Equipment
Company(pvt) Ltd
Sri Lanka Ports
Authority
Employees’ Trust Fund
Board

11

Kurunegala Plantation

N
o

Entity

Financial
statements not
submitted yet
(14,168,555,873)
170,664,680,530
165,922,947

8,896,733,544
162,830,602,576

1,572,042,997
135,678,408,984

220,906,476

213,628,985

Profit / (Loss) before Tax of the YEAR ended 31st
March (Rs.)
2016
2015
2014

Four Maga Naguma Institutions under the Road Development Authority
13

Expressway Transport
(pvt) Ltd

Financial
statements not
submitted yet

28,855,349

Not operated

** Unaudited figure
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No

Entity
Surplus/(Deficit) before Tax for the YEAR (Rs.)

1

2

2015

2014

2013

Sri Lanaka Ayurvedic

Financial

14,474

42,256

Medicine

statements

Corporation

submitted yet

Sri Lanaka Foot Ball

30,696,804

(5,310,952)

(15,102,421)

8,284,743

12,624,363

41,566,908

not

Federation
3

Sustainable

Energy

Authority
4

Sri Lanaka Cricket

***845,422,892

(392,785,480)

(1,111,022,034)

5

Road

1,674,927,153

(4,962,677,696)

547,175,198

Development

Authority

Net Surplus/ (Deficit) before Tax (COPE – 2016)
** Unaudited figure
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