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30th August 2016

Honorable John Amarathunge
Minister of Tourism Development and Christian Religious Affairs

Honorable Minister,
Re. Tourism Development Fund

I would like to bring to your kind notice that according to the Tourism Development Fund which was
established under Section 23 (1) Tourism Act No 38 of 2005 and that the financial resources of this
find should be utilized for the progression of tourism. Procuring moneys for this find as well as its
distribution is decided by to the said Tourism Act No 38 of 2005.

According to Section 23 (2) Tourism Act No 38 of 2005, Civil Aviation Services Authority furnishes 1/3
of the Tourism Departure Tax to the Sri Lanka Tourism Development Authority. Moreover, moneys are
paid into the aforesaid fund by companies in the tourism sector as “Tourism Development Tax” on a
quarterly basis.

The total amount of the Tourism Development Tax for the period January-December 2015 had been
Rs. 2994.15 million and for the year 2014 it was Rs. 2837.43 million.

This report contains details of the moneys received as well as moneys distributed by the above fund
during 2015.

Thank you Sir,
Yours faithfully,
sgd .

P. M. Withana

Chairman
Sri Lanka Tourism Development Authority
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INTRODUCTION

The “Tourism Development Fund” was established under Section 23 (1) of Tourism Act No. 38
of 2005 which should be utilized for the development and promotion of tourism.

The Fund is managed and administered by Sri Lanka Tourism Development Authority.

According to section 23 (2) of Tourism Act No. 38 of 2005, Civil Aviation Authority furnishes
1/3 of Embarkation Levy in terms of section 2 of the Finance Act No. 25 of 2003 to the Sri
Lanka Tourism Development Authority which is paid into the Tourism Development Fund.

Furthermore, moneys are paid into the Fund; charged, levied and collected as a Tourism
Development Levy by the Director General of Sri Lanka Tourism Development Authority in
terms of section 12 of the Finance Act No. 23 0f 2003 from every registered tourism establishment.

As per the Section 24 (8) of Tourism Act No. 38 of 2005, all monies lying to the credit of the
Fund shall be disbursed as follows;

a. Sum amounting to 70% to the Sri Lanka Tourism Promotion Bureau established
under Section of Tourism Act No. 38 of 2005

b. Sum amounting to 12% to the Sri Lanka Institute of Tourism and Hotel Management
established under Section 33 of Tourism Act No. 38 of 2005

C. Sum amounting to 14% to the Sri Lanka Tourism Development Authority established
under Section 2 of Tourism Act No. 38 of 2005

d. Sum amounting to 4% to the Sri Lanka Convention Bureau established under Section
42 of Tourism Act No. 38 of 2005

This report contains details of moneys received and distributed from the Tourism Development
Fund during year 2015.



TOURISM DEVELOPMENT FUND
Statement of Financial Position
as at 31 st December 2015

Note 2015 Rs 2014 Rs
No

Current Assets
Cash & Cash Equivalants 429,136,130.74 251,099,525.02
Receivables 8 670,836,597.93 673,329,739.00
Total Assets 1,099,972,728.67 924,429,264.02
Current Liabilities
Payables 9 3,186,569.53 3,380,858.23
Sri Lanka Tourism Development Authority 153,550,062.27 128,946,776.81
Sri Lanka Tourism Promotion Beureau 767,750,311.48 644,733,884.06
Sri Lanka Institute of Hotel Management 131,614,339.11 110,525,808.69

Sri Lanka Convention Bureau

43,871,446.28

36,841,936.23

Total Liabilities 1,099,972,728.67 924,429,264.02

The Accounting policies and Notes on pages 05to 08 form an integral part of these
Financial Statements. The Board of Directors is responsible for the preparation &
presentation of these Financial Statements. These Financial Statements were approved by
the Board of Directors and signed on their behalf.

oo Q\wv\:&}\/\:

Malraj B. Kiriella
Director General
Sri Lanka Tourism Development Authority

A

PN. Dissanayake
Director/Financial Management
Sri Lanka Tourism Development Authority
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Chairman
Sri Lanka Tourism Development Authority
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Tourism Development Fund
Statement of Financial Performance
For the year ended December 31, 2015

Revenue
Taxes
Other Revenue

Total Revenue

Expenses

Fund Administration Cost
Finance Costs

Fund Disbursement

Total Expenses

Surplus/ (Deficit) for the Period

Note
No.

2015 Rs:

2,983,314,283.87
10,839,483.91

2,994,153,767.78

5,402,967.77
33,010.00
2,988,717,790.01

2,994,153,767.78




Tourism Development Fund
Cash Flow Statement

for the Year Ended 31 December 2015

Cash Flows From Operating Activities

Receipts
Taxation
Other Receipts

Payments
Paid to Creditors
Other Payments

Net Cash Flows From Operating Activities

Cash Flows From Investing Activities
Purchase of Plant and Equipment
Proceeds from Sale of Plant and Equipment

Net Cash Flows From Investing Activities

Cash Flows From Financing Activities
Proceeds from Borrowings
Repayment of Borrowings
Distribution /Dividend to Government

Net Cash Flows From Financing Activities

Net Increase / (Decrease ) in Cash and Cash
Equivalents

Cash and Cash Equivalents at Beginning of
Period

Cash and Cash Equivalents at End of Period

2015 Rs. 2014 Rs.
2,999,568,742.08 2,766,453,590.82
- 40,000,404.00
(2,818,764,956.85) (3,370,720,222.26)
(2,767,179.51) (7,523,347.26)
178,036,605.72 (571,789,574.70)
178,036,605.72 (571,789,574.70)
251,099,525.02 822,889,099.72
429,136,130.74 251,099,525.02



Notes to Accounts

1. Tourism Development Fund

As per the Tourism Act No. 38 of 2005 under section 23(I) there shall be established “Tourism
Development Fund”. This fund shall be utilized for the development and the promotion of tourism. The
collection and the disbursement of TDF to be carried out in accordance with the Finance Act No. 28 of
2003 and Tourism Act No. 38 of 2005.

2. Accounting Requirement

The fund accounts have been prepared in accordance with the Sri Lanka Public sector accounting
standards.

2015 2014
Rs: Rs:
Embarkation Levy 1,968,541,098.67 1,779,766,146.71
Tourism Development Levy 1,014,773,185.20 1,005,566,833.24
Total 2,983,314,283.87 2,785,332,979.95

3. Taxes -Fund Resources
3.1 Embarkation Levy

According to section 23(2) (a) of Tourism Act 1/3rd of Embarkation Levy was paid to Sri Lanka Tourism
Development Authority from the Civil Aviation Authority.

Embarkation Levy [ EL] Rs:

Amount received for Jan-Oct 2015 1,631,276,206.74
Amount receivable for Nov-Dec 2015-(Provision) 337,264,891.93
Total Embarkation Levy for the year 2015 1,968,541,098.67

3.2 Tourism Development Levy

According to Finance Act No. 28 of 2003 every tourism establishment need to pay Tourism Develop-
ment Levy. This TDL money collected by the Sri Lanka Tourism Development Authority and credited
to the Tourism Development Fund. During the periodof January to December 2015, Tourism Develop-
ment Levy collected was Rs.737Million. Further an estimate of Rs.333 Million has been made for the
period of Oct. to Dec.2015.Further this amount is forecasted by using the actual receipts received during
the year 2015 on behalf of TDL for October-December 2014.

Tourism Development Levy [TDL] Rs:

Amount Received for Jan- December 2015 737,301,503.18
Amount Receivable for Oct- December 2015 [Provision] 333,181,941.93
Over Provision adjustment done for 2013 & 2014 (54,406,579.28)
TDL Refunds (1,303,680.63)
Total TDL for Jan-December 2015 1,014,773,185.20




4. Other Revenue

Other revenue mainly consists of the default interest charged from the registered establishments
for not paying the TDL on due taxable period as per the Finance Act.

2015 2014
Rs: Rs:
Default interest collected for the year 10,831,367.06 12,045,561.02
Excess cash received from Sri Lanka Convention Bureau 40,000,000.00
Receivable input VAT paid for Audit fee for 2012 & 2013 7,636.85
Unclaimed refund 53,037.00
Excess postage 480.00 404.00
Total 10,839,483.91 | 52,099,002.02
5. Fund Administration Cost
2015 2014
Rs: Rs:
Stamp Duty 68,950.00 65,525.00
Administration Expenses 5,128,022.77 5,088,061.98
Audit fee 205,995.00 29,100.00
Total 5,402,967.77 5,182,686.98
6. Finance Cost
2015 2014
Rs: Rs:
Bank Charges 33,010.00 26,922.96
Total 33,010.00 26,922.96

7. Fund Disbursement

Disbursement was made according to the section 24 (8) of the Tourism Act No. 38 of 2005.

2015 2014
Rs: Rs:
Sri Lanka Tourism Development Authority 418,420,490.60 396,511,132.09

Sri Lanka Tourism Promotion Bureau

2,092,102,453.07

1,982,555,660.43

Sri Lanka Institute of Tourism &Hotel Management 358,646,134.74 339,866,684.64
Sri Lanka Convention Bureau 119,548,711.60 113,288,894.88
Total 2,988,717,790.01 2,832,222,372.04




8. Receivables

2015 2014
Rs: Rs:
Embarkation Levy Receivable 337,264,891.93 285,417,854.56

TDL Receivable 333,181,941.93 387,588,521.21
Debtors 382,127.22 323,363.23
Receivable input VAT paid for Audit fee 2012 & 2013 7,636.85 -
Total 670,836,597.93 673,329,739.00
9. Payables
2015 2014
Rs: Rs:

Accrued Expenses-Administration Fee 3,045,774.53 3,022,527.95
Accrued Expenses-Audit Fee 117,345.00 58,200.00
Accrued Expenses-Stamp Duty 23,450.00 65,525.00
Other current Liability - 234,605.28
Total 3,186,569.53 3,380,858.23
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The Chairman
Sri Lanka Tourism Development Authority

'Report of the Auditor General on the Fmanclal Statements of the Sl‘l Lanka Tourlsm

Development Fund for the year.ended 31 December 2015

The audit of financial statelnents of the Srir Lanka Tourism Development Fund for the year ended
31 December 2015 comprising the statement of financial position as at 31 December 2015 and
the‘statement of ﬁnancial perform'ance 'and cash flow statement for the year then ended and a

. summary of significant accountmg pollc1es and other explanatory information was carried out

under my direction in pursuance of prov1s1ons in Article 154(3) of the Consutuuon of the

Delnocratlc Soc1allst Repubhc of Sn Lanka read in conjuncnon w1th Section 20 of the Tourism

Aot No.38. of 2005. My comments and observatlons wlnch L con51der should be pubhshed with '

the Annual Report of the Fund appear in this report |

1.2 - Management’s Responsibility for the Finaucial Statements

' Management_ is 'responéible for the preparation and‘.fair presentati'on of these financial -
statements in accordance ‘with‘ Sri Lanka. Public S‘ector Accounting Standards and for
such internal control as the management determines is necessary to enable the preparat.lon :
of financial statements that are tree from material misstatements whether due to fraud or

€Iror. .

o 306/72, ecaded o, auhdge’e @@mﬂ < @ 306/72, Gunedgneu o), ugsTaPdme, Ber@s.- No. 306/72, Polduwa Road, Battaramulla, Sri Lanka

= +94-11-2887028-34 . +04-11-2887223 - A -0aggov@sltnetdk.. ... .. @ www.auditorgeneral.gov.lk -~
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Auditor’s Responsibility

. My 1espon51b1hty is to express an opinion on these financial statements based on my‘

audtt I condueted my audit in accordance with Srt Lanka Auditing Standards consistent

“with Intematlonal Audltmg Standards of Sup1eme Audit Instltutwns (ISSAI 1000 181())

Those: Standards requne that T comply with ethical 1equ1rements and plan and perform

the audlt to obtam reasonable assurance about Whether the ﬁnancml statements are free

o from materlal mtsstatements

An Vandit involves ‘perfotlnfng procedures 0 obtain andit evidence about the amounts and -
disclosures in 'the ﬁnancial statemen-ts The procedures . selected de- ~4 on the atlditorfs»
judgement,. 1nclud1ng the assessment of the risks of materla tements of the
financial statements Whether due to fraud or error. In maklno those sk assessmentsn the‘ s

auditor con51ders 1ntema_l eontrol relevant to the Fund’s preparatlon and fair presentation

of the financial statements in order to design' audi_t proeedures that are appropriate in the

circumstances, but not for the purpose of expressing an opinion on the effectiveness of

‘the Fund’s 1nternal control An audit also includes e'valuatinc 'the appropriateneSS of

aceountmg pohc1es used and - the reasonabléness of accountmg est1mates made by

management as well as evaluatmg the overall presel;atlon of ﬁnanmal statements;

! beheve that the audlt ev1dence L have obtamed is sufﬁment and appropnate to prov1de a

' bas1s for my audlt oninion.

Financial Statements

Opinion

In my opinion, the ﬁnancial statements Uive a true an‘d fair view of the finaneial position
ot the Tounsm Development Fund as at 31 Dece1nbe1 2015 and its financial pertormance
and cash flows for the year then ended in accordance Wlth Sri Lanka Public Sector

Accounting Standards.

| BROGGRIEIATE B R mmﬂ,w
Auditor General's Department * .
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22 Comments on Financial Statements -

221 Sri Lanka Public .Secto'r‘A‘c'counting Standards

In terms of the Sn Lanka Pubhc Sector Accountmg Standard No 3, an entity shall correct

| matenal pnor penod e1rors retrospecnvely in ‘the first set of - ﬁnanmal statements
-authorized - for 1ssue after the dlscovery Nevertheless 0verprov1s1on of Tounsmr

, .Development Levy totalhng Rs.54;406, 579 pertammg 10 two precedlng years had
been deducted from the mcome and shown in the ﬁnanmal statements in the year under

review instead of accountmo as retrospectwe restatements

2.3 Non- comphance Wlth LaWS, Rules, Regu]atwns and Manaoement Decmons

i

The following non- complian'ce"s were observed in audit.

Reference .to  Laws,. Rules, Nnn- compliance

_and Regulatiqns -

(a) r,fTo,u'r‘ism Act,No38 of_'d200'5_s's ‘ : . '

A @) ‘- ‘.'Sect.i:on 24(3) " Rules for the management and admlmstratmn of the
O . “ iTOUI’lSHl Development Tevy bad m)f been furmulated““'“
(i) Section 24(8){ " Even though all money to: the credit of the Tounsrn

R ' Development Fund should be dlstnbuted to the reIevant
1nst1tut10ns act10n had not been taker to dlstrlbute a sum
‘of Rs.429‘,136,130 remaining to the credlt of therFun_d as

at the end of the year under review. = -
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(b) Sub-section  2(b)  of the A levy should be charged from every fioket issued in

Finance Act; No 25 of ’)003 respect of a - passenger embarkmg a Shlp leavmo Sr1

 Lanka and a part of that levy should be relmtted to the
‘Authonty Nevertheless, levies  from passengers'

| embarkmg ships had not been charged and remitted to the

: Authonty wlule confirmations - in. support of non-.
exxstence of charges from passengers embarklng ships

had also not been obtained.

(¢) Financial Regulat1011'169(2) A éur of Rs.143,504 pertaining to 07 cheques in respect
| | of services. rendered by the Eund before realizing the

- cheques had n'ot-been-.i‘ecbv:e‘red,jfj'

3% Financial R'eview :

31 Financial Results

| Acco1 dlng to the ﬁnanclal statements presented the 1ncome generated from the operatlon
of't the Fund dunng the year under rev1ew amounted 0 Rs. 2 994 153 1768 as compared
with the | correspondmg income of Rs.2,837,431,982 for the precedmg year, thus -
Vlndlcatmo an 1mp10vement of Rs. 156 721 ,186 m the 1ncome The 1ncrease in the
' Embarkahon Tax 1ncorne had been the Illa_]OI‘ reason for the 1ncrease in the mcome :
- Nevertheless other 1ncome had decreased by Rs4l 259 518 as compaled with the
p1eced1n0 year. Accordmcrly, 1t was observed that the overall income of 05 precedlng

© years has indicated s a contlnuous iniprovement.

10
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. Operating Review

- Performance

One third of the Embarkation Tax Acollected in terms of Section 2 of the Finance Act, No.

25 of 2003 and the Tourism Development Levy under the Tourism Act, No 38 of 2005

are the meome of the I3 und The Act had made prov151on to grant those money to the Sti
Lanka Tounsm Promotmn Bureau Sri - Lanka Instltute of Tounsm and Hotel
Manavement Sri Lanka Tounsm Development Authorlty and Sti Lanka Convention

Bureau for the expend1ture 1ncurred on tounst busmess p10mot1on or development at the

rates of 70 12,1 4 and 4 per cent respec‘nvely

Subsequent to 1ncurnng expendlture of Rs.5, 402 968 by the Fuhd'dﬁfing the year under

- review the balance ‘had been granted to the af'o1esa1d 1nst1tut10ns as Rs:2 ,092,102, 453
Rs.358, 646 135 Rs.418, 420 491 and Rs 1l9 548 712 respeotlvely The Fund had not

formulated a methodology to take follow up action on the ut1llza‘non of those money for

the sald purpose by the respectlve institutions.

Management Activities

The following observa'tions are made.

(a) The Funcl had pmd a sum of Rs.5,128,023 to the Sri Lanka - Tounsm Development |
Authonty as the admnnstratlon XPEnses: Nevertheless the Tounsm Act, No.38 of -

2005 had not made any prov1s1on for the payment of admmlstratlon expenses

(b) According to the Notiﬁcation under the provisionsin the Finance Act,‘No.25 of 2003
published in the Gazette Extraordinar.y No. 1303/22 of 29 Angtl-st 2003, every pefson, -
“departing from an eircraft or a ship should “pay an Embarkation Tax of US $15 and:
US $ 2.5 respectively in terms of provlsiohs in the Finance Act, No.25 of 2003.

11
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Auditor General’s Department

l;lvertheless the Director General of Civil Aviation who recovers the Embarkation
Tax had recoveled this Tax from the year 2004 to 31 December 2012 at the exchange
'rate of Rs 100 per the United States Dollar despite the changes in exchance rates. As
such an income of app1ox1mately Rs 300 000,000 had been deprived of durmg this

period. -

{c) A database of the institutions from which Tourism Development Levy is recoverable

- had not been prepared As the Levy collected each year and the sales income of the
1nst1tut10ns had 1ot been recorded in a register, a control of the arrears of the Levy '

had not been momtored.‘

(d) The madequacy of ﬁnes unposed on those who do riot pay the, Tourisn Levy-within

the due penod in terms of the Paraoraphs 1 and 4 of the No‘uﬁcahon published in the
Gazette Extraordmary No.1318/24 of the Demoeratic Socialist Repubhc of Sri Lanka

dated 11 December 2003 had led to discouragement for paying the Tourism Levy.

‘(e) In case of non—payment of levy by av1at10n compames w1thm the due period a

methodology had not been formulated fo ensure Whether such mcney together with
ﬁnes w1ﬂ1 due 1nterests are beln0 1ecovered and remitted to the- Authorlty in terms of

Sectlon 4(2) of the Flnance Act No. 25 of 2003

Acco_untability and Good Got/ernance

Preéentatiop"ot‘ Financial Statements

" Even though the final accounts. shculd be nresetlted within 60 days from the close of the

year of accounts in terms of Paragraph 6.5.1 of the Circular No.PED 12 of 02 June 2003

on Good Governance ﬁnanc1a1 statements’ of the year 2015 had been plesented to the

~ Auditor General only on 28 March 2016.

12
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52 Tnternal Audit

- An internal audit had not been carried out to identify the weaknesses in systems and
controls in the collection of income, c‘o'mputati_oﬁ of arrears of income, accounting of
income and the fecoveryrof tax pertaining to the Tourism Development Levy and the

Embarkation Tax being the two main sources of income of the Fund.

53 Btldgetvary"lcontrolu

Slgmﬁcant variances rangmg from 7 per cent to 59 per cent were observed between the-
estnnated and the actual i income and expendl‘rure 1elat1no to 05 ObJects of the  year under

rev1ew thus it was observed that the budget had not been made use of as an effecnve"

Lnstrument.of management control.

6. Systems and Controls

Deﬁ01enc1es in systems and controls observed duung the course of audit were brouoht to
the notice. of the Cham'na.n from time to time. Spemal attentlon is needed in respect of thel
formulanon of a methodology for the deﬁmte 1dent1ﬁcat10n and conﬂrma’non ot the
accuracy of the Tounsm Development Levy and the Embarkatmn Tax relatmg to ‘the

control of collec‘uon of mcome, ‘

H.M.Gamini Wijesinghe
 Auditor Gerieral
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