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GSMB TECHNICAL SERVICES (PVT) LTD. 

 

23
rd

 June 2021 

You’re No:  IEN/D/GSMBTS/1/20 

My No. : GSMBTS/IA/NAO/ARF/202 

 

The Auditor General, 

National Audit Office 

No. 306/72, 

Polduwa Road, 

Battaramulla. 

 

The Auditor General, 

 

Report of the Auditor General on the Financial Statements and other Legal and Regulatory 

requirements of the GSMB Technical Services (Pvt.) Ltd. Company for the year ended  31
st
  

December 2020 in terms of  Section  12 of the National Audit Act No. 12 of 2018. 

The Comments and explanations of the Company in regard to the aforesaid report are submitted 

herewith. 

 

Anura Walpola 

Chairman/GSMB Technical Services (Pvt.) Ltd. 

 

Copies:   Audit Superintendent, 

  File 

 



Replies to the Auditor General’s Report on the Financial Statements of the GSMB 

Technical Services (Pvt.) Ltd. Company for  the period of 09 months ended 31
st
 December 

2020 in terms of section of 12 of the National Audit Act No. 19 of 2018. 

 

1.2 Basis for the qualified Opinion 

(a) Only 3 motor cycles, out of the fixed assets of 8 motor cycles and one push bicycle 

existing in various projects of the Company, are used presently and the other assets were 

identified as assets to be disposed of when the Fixed Asset Survey Report was prepared. 

The report concerned was submitted to Board of Directors for its approval and the Board 

of Directors gave instructions to dispose of the said assets subsequent to their being 

valued by asset velour. Accordingly, though a request was made from the Chief Value of 

Sri Lanka Valuation Department to get the services of a government value for that 

purpose, no response has been made for it until  now. 

(b) The construction of protection dams in Mahaweli river in Suriyapura area in Kanthale 

was done upon an initial agreement made at the commencement of the Kanthale project 

and with effect from the beginning of the project an amount of money collected from 

every cube of sand used for the construction of the dam was credited into an Account of 

Allocations for Rehabilitation Work and deductions were recorded when making 

payments to the relevant parties for the construction of the dam. This is not an income 

obtained from  mining sand as is mentioned in the audit report and this  account is 

maintained as a Liabilities Account which is maintained as other liabilities accounts such 

as “Payments  to Mahaweli Authority”, “Royalty payments” , “Payments to the 

Department of Wild Life” and “Payments to Loaders” which are included in  almost 

every other project. Although the debit balance of 4,519,376 rupees in that fund as at 

31.12.2020 was shown in the Receivable Advance  Account, the relevant amount of  

money can be covered after all the stocks of sand of the  Kanthale Sand project are sold 

out. 

2. Report on other Legal and Regulatory Requirements: 

 Rules / Reference to Directions. 

(a) An audit plan which is required to put into effect the Action Plan of the institution in an 

effective manner, had not been prepared due to the fact that an Internal Audit Section  

had not been operative in the Company for almost over last 2 years. 

However, action is already being taken to prepare an audit plan as the audit section has 

been established again and the other activities of the audit section are also being carried 

out efficiently. 



(b) (i) A Corporate plan was prepared in the year 2018 for GSMB Technical Services 

(Pvt.) Ltd. for the five years from the year 2019 up to 2023 and any of the lands and 

manufacturing buildings owned by the Company currently have not been included in the 

aforesaid  plan. An approved institutional structure is not available in the Company at 

present and the current institutional structure has been submitted to the relevant 

institutions for obtaining approval. 

(ii) A revised budget was prepared by us for the period of 9 months ended 31
st
 December 

2020 and it was submitted to the 147
th

 meeting of the Board of Directors. Though the 

approval of the Board of Directors had been given to the said document in that meeting, it 

was not properly interpreted in the minutes of the aforesaid meeting. This error was 

rectified by the minutes of the meeting of Board of Directors held 25
th

 January, 2021. 

 

(iii)  As an institution which provides technical services as well as an institution which 

makes an effort to provide publicity to its services within a broad range, we have 

identified the intervention of the Ministry as the principal means by which most of our 

clients get information regarding our services and seek the relevant services provided by 

us. Therefore, the Company felt the need of coordinating with the Secretary to the  

Ministry incessantly in order  to have a constant relationship with the Ministry. 

Accordingly when   the aforesaid need arose, the two employees who could be released 

from duties officially for carrying out the aforesaid co-ordination activity were attached 

to the Ministry. The relationship created with the Ministry was instrumental to facilitate 

the processes of several important tasks, such as the  procedure of confirming the 

employees of the Company on their posts and the formulation of a Scheme of 

Recruitment for the Company, which had been lingering on for a long period of time. 

I wish to specially inform that the active contribution of these persons was received for 

co-coordinating the activities such as Kotigambokka Quartz Mining Project, Balangoda 

Calcite Project and Sand Distribution Project that operate upon the recommendation  of 

the Presidential Task Force. Accordingly our employees have been attached to the 

Ministry in order to fulfill the requirements of the Company but not to fulfill the 

requirements of the Ministry. 

Therefore , I wish to state that  no action has been done in contravention of section 8.3.9 

of PED Circular No. 12 and the employees were attached to the Ministry only with the 

objective of fulfilling the aforesaid need of the Company. 

(c)  An action plan was  prepared for the year 2020 and it was sent to the Ministry on 31. 

01.2020 for obtaining  its approval for it. 

 



2.2.4  

(a)  There are no institutions from which Micro mate machines with the Manufacturer 

Authorization for Sale in the Market can be purchased. Our Company had not purchased these 

machines earlier and it was for the first time that the procurement activities were commenced for 

purchasing them. Therefore, necessary sources could not be found for the preparation of a correct 

cost estimate. However, procurement activities were done under the methodology of “National 

Competitive Bidding” and it should be mentioned that the minimum number of bids to be 

received under “National Competitive Bidding” methodology is not set out in the Code of 

Procurement Guidelines. 

(b) As the cost estimate had been made using the information on the internet in the previous 

procurement process, an erroneous cost estimate had been made. A cost estimate was prepared in 

this manner at least using the information on the internet as there were no institutions to be found 

in the market where this drilling machine with the Manufacturer Authorization could be 

purchased. The approval of the Additional Secretary of line Ministry, who provides approval for 

procurement activities, was not given for this first procurement activity due to the problems that 

existed in the procurement process. 

 Accordingly quotations were called again but “National Competitive Bidding” 

methodology was used for it due to the fact that there was not a source to prepare the cost 

estimate. 

 When any procurement tender is removed, quotations shall be called again having 

changed the details in the bidding document used for the previous procurement tender, as is 

mentioned in the Code of Procurement Guidelines, and the said course of action was followed 

accordingly. The institution which had substantively responded to procurement tender for the 

machine relevant for our requirement and had fulfilled the expected criteria for the relevant 

machine in the procurement evaluation was selected and a special consideration of the 

manufacturing country had not been included into the relevant criteria. At the same time the need 

of using the website did not arise as the relevant company had submitted all the files that had 

been informed to be produced with the bid. 

(c) It is the officers of the Engineering / Geological Divisions that are appointed to the 

Technical Evaluation Committees of the Company. The occasions when the aforesaid officers 

are present in the institution are very limited given the urgency of the services required for 

different projects. Due to that reason meetings were not able to hold within the procurement time 

frame as per section 2.11.1 of the Code of Procurement guidelines. 

 It is further stated that it was difficult to find the sources required for the preparation of a 

cost estimate in terms of section 4.3.1 of the Procurement Guidelines due to the matters set out 

under sub section (a) and (b) of section 2.2.4 above. 



 At the same time it is informed that the Company published advertisements even on the 

Website of the Company in the procurement process related to the purchase of borehole machine 

and its accessories in addition to the advertisement published in a national newspaper. 

2.3 Other matters 

(a)   The loader machine had remained in a unusable state  since the latter part of the year 

2016  and once it was found out that it cannot be used, it was inquired whether it could be  

repaired. At that point the repairer stated that the engine of machine should be activated for 

repairing the other parts of the machine and due to that reason the engine of the machine was 

repaired. However, the machine could not be operated even then and hence the amount spent for 

the repair of the machine was identified only as an expense but not as capital. 

 The loader machine is fully depreciated currently and though a request was made from 

Sri Lanka Valuation Department to obtain the service of a government value to make a 

revaluation of it no response has been made to that request until now.  

(b) Manampitiya Sand Project 

(1) A systematic methodology has been created and put into effect by Manampitiya Sand 

project to supply sand with effect from the year 2021. 15% of the total amount of sand has been 

allocated to be transported by the sand yards of the institution and institutions and action has 

been taken to distribute the remaining 85% of the total amount of sand under the token system. 

All the tipper trucks which came to obtain sand were registered with the company under the 

following three categories when providing sand under the token system. 

1.  Tipper trucks registered for Polonnaruwa district, with a loading capacity of more than 3 

cubes. 

2. Tipper trucks registered for Polonnaruwa district with a loading capacity of less than 3 

cubes. 

3. Tipper trucks registered for areas outside the Polonnaruwa district. 

 The aforesaid 85% of the total amount of sand produced was issued under the three 

categories mentioned above in a manner which is proportional to the number of tipper 

trucks with equal opportunities to all the tipper trucks. 

(ii) All the recommendations related to the activities of the Manampitiya project are made 

and guidance required for it is made by the Manampitiya   Follow up Review Committee 

which is headed by a Professor of Ecology and the activities of the said Committee have 

been discontinued temporarily due to the fact that the Professor that held the post of 

Chairman has resigned the post. Accordingly the Company has made a request from the 

Department of Wildlife Conservation to get a new chairman appointed to the aforesaid 



Committee and action will be taken  to recommence the Manampitiya Second Phase as 

per the recommendations of the aforesaid  Committee once it is reactivated having made 

the appointment concerned. 

(iii) The police are taking legal action against   Civil Security Officers who were deployed in 

Service there when the fire occurred on 19
th

 November 2019. The CCTV system installed 

at that place had become inoperative and we had informed the company that had installed 

the CCTV system to repair it as the guarantee period given by that company to us had not 

expired. However, this incident happened before they could repair it. 

 A group of officers of the Head office inspected the scene of the fire on the day on which 

it occurred and proposed that it would be advisable to refer the case to the police to 

conduct an impartial investigation as it seemed like an arson attack regarding which 

charges may be leveled even against the officers of the Company. 

 Accordingly a request was made from the police under the hand of the Chairman to 

conduct an investigation into it and internal investigation was not conducted. 

(iv) The Company conducted a work study of the activities carried out by the Manampitiya 

Project and decided the cadre and the number of positions required for each activity. 

Accordingly 34 employees have been employed in the project. A job description has been 

handed over to each employee. 

 At the same time the services of five employees, who had worked in the Manampitiya 

Project on assignment basis and whose assignment ceased with effect from 31.12.2020 

were terminated on 01.01.2021. 

 

(v) This container box was placed in that place at the inception of the second phase of the 

Manampitiya project in order to facilitate the activities of that project. The container box 

mentioned here was not able to be used due to the facts that the Department of Wildlife 

did not grant permission to have access road to the second phase of the project through 

expected place and the sand had to be issued using a methodology which was different 

from the methodology that had been formulated earlier. 

 It is kindly informed that action will be taken to use the aforesaid container box for the 

office requirements of the Manampitiya project. 

 A letter in regard to the non-availability of air-conditioning machine in a container box 

has not been received by the Head Office, as has been pointed out, in the audit query, and 

action will be taken in that regard after looking into that matter. 



(vi) An amount of 2,460,631.60 rupees had been received by 28. 04.2021 out of the amount 

of 3,576,208 rupees, which was due for the sand issued as at 31.12.2020 for the 

“Pibidemu Polonnaruwa” programme. A memorandum has been sent to the Polonnaruwa 

district Secretariat in order to collect the outstanding amount. 

(c) The relevant staff had to be retained in the year 2020 due to the fact that it had not been 

decided until the end of the year 2020, whether the Welikanda, Aralaganwila, Nidanwila 

and Boaththa projects would be recommenced or not though continuous attempts had 

been made with the relevant authorities to recommence the aforesaid projects in the year 

2020. Accordingly, the company terminated the contract period on 31.12. 2020. 

 The Company fulfilled the qualifications required for the recommencement of the 

aforesaid projects and obtained the approval for it. Accordingly, the activities of the 

Welikanda,  Aralaganwila, Nidanwala and Boaththa projects were recommenced with 

effect from 1
st
 June 2021. 

(d) The special project Manager had made a request to recruit a civil engineer but no one was 

recruited for the post as the Election Commissioner’s Office had informed that no 

recruitment shall be made during that period of time. However, a civil engineer was 

recruited once Election Commissioner’s officer gave permission for it and subsequently 

all the payments were made under his authorization. When side walls are constructed, the 

work of the upper part of wall shall only be completed after completing the work of the 

base of the walls. Our construction work was continued under the instructions of the 

engineers and technical officers of the Department of Irrigation and Sri Lanka Mahaweli 

Authority. Our Civil Engineer continued the construction work under the instructions, 

guidelines and interventions of the aforesaid officers. 

However, payments have been made based on the log records of the engineers of the 

Department of Irrigation and Sri Lanka Mahaweli Authority, and written request was 

made from the Department of Irrigation and Sri Lanka Mahaweli Authority to provide the 

completion certificate of the constructions. Hereafter payments will be made once the 

completion certificate of the aforesaid public institutions is received. 

(e) Both verbal and written communications had been made to Geological survey and Mines 

Bureau and other institutions to collect an amount of 43,561,337.04 rupees which had 

been six months overdue from those institutions and the company is taking further action 

to collect the said amount as quickly as possible. 

 

 

 



(f) Kotigambokka Quartz project. 

(i), (ii), (iii) 

Even though the Kotigambokka Quartz Mining Project had been assigned to the 

Company in the year 2016, the said project has not been able to be commenced as the 

necessary approval was not received from the relevant public institutions. A cabinet 

decision was taken in October 2019, to obtain the concurrence of the Central 

Environmental Authority and the Department of Forest Conservation to the effect that an 

Initial Environmental Examination Report is sufficient instead of an Environmental 

Impact Assessment report. 

The Department of Forest Conservation had given its approval to the Initial 

Environmental Examination Report of this project even by that time and we have 

inquired the aforesaid public institutions in writing whether an Initial Environmental 

Examination Report is sufficient for this as per the directions of the Cabinet of Ministers. 

All the infrastructure facilities and the Mining licences required for commencing this 

project had been   received by the end of the year 2016 but the commencement of the 

project had to be delayed and expenses had been made to protect the assets that had been 

obtained by 2017 and to make studies and obtain recommendations required for the 

commencement of the project. 

The Technical Evaluation Committee which comprises the Central Environmental 

Authority and the  Department of Forest Conservation has given concurrence by now to 

the effect that an Initial Environmental Examination report is sufficient for this project 

instead of an Environmental Impact Assessment Report and the Ministry  has taken steps 

to submit a cabinet paper in that regard. 

(g) Management of  Employees  

(1) Discussions were held with the  Management Services Department based on matters 

pointed out by the audit query conducted by the National Audit Office and it was 

informed that the  legal capacity of the Management Services Department  in regard 

to the Company should be looked into for it and as per the instructions  received there 

the services of a veteran consultant  were obtained. It was identified in the discussion 

held by the aforesaid consultant with the managers that a staff of 224 members would 

be required for the current activities and for the activities of the future business 

opportunities which could be forecast.  As the total process of the Management 

Services Department in this regard has not finished completely, it was planned to 

increase the minimum number of staff required for this from 5-6 up to 62 in order that 

the current business activities could be continued without undergoing any failure as 

an option to the problem of confirming these employees on their services. A cabinet 



paper has already been submitted to the Ministry of Environment to obtain approval 

for the aforesaid staff. 

Responsibilities were not able to be directly assigned to the audit assistant employed 

in the Internal Audit Division then as the aforesaid audit assistant belonged to the 

Management Assistant Grade and an internal auditor was not available in the 

Company. Accordingly, he was in a position in which he could be released from the 

official duties to be attached to the Ministry when the need concerned arose.   

Similarly, the former assistant accountant was appointed as the internal auditor of the 

Company for the benefit of the Company in order to carry out the audit activities that 

have to be performed at present as she is the only officer who possesses appropriate 

knowledge and experiences regarding the audit activities of the company. 

(iii)  As Mrs. Rani Gunarathne, the Human Resources Consultant of our Company, who had 

been nominated to the Interview Board, had to attend to some urgent official duty; the Human 

Resources Manager of our Company was nominated to the Board of Interview in place of her. 

Marks have been awarded to the candidates in the interview with the concurrence of all the 

members of the Board of Interview and the candidate who was selected as the accountant has 

been awarded the marks based on her experiences and qualifications. 

Even though some irregularity has been observed by the audit, as has been shown by the audit, in 

the use of a pen and a pencil for recording marks in the marks sheet, the aforesaid interview has 

been conducted in a fair and transparent manner and all the interviews conducted by the 

Company later on were conducted in a highly systematic manner avoiding the aforesaid defects. 

 

 

Anura Walpola 

Chairman 

GSMB Technical Services (Pvt.)  Ltd. 

 

 



 
 

NATIONAL AUDIT OFFICE 

Date:     14
th

 June, 2021         

My No. IEN/D/GSMB/TS/1/20  

 

 

The Chairman, 

GSMB Technical Services (Pvt.) Ltd. 

 

Report of the Auditor General on the Financial Statements and other Legal and Regulatory 

Requirements of the GSMB Technical Services (Pvt.) Ltd.  Company for the year Ended 31
st
 

December 2020 in terms of Section 12 of the National Audit Act No. 12 of 2018. 

1. Financial Statements 

1.1 Qualified Opinion 

The audit of the Financial Statements of the GSMB Technical Services (Pvt.) Ltd. Company for 

the period of 9 months ended 31
st
 December 2020 which comprises the Statement of Financial 

Position as at 31
st
 December 2020, and the Statement of Comprehensive Income and Retained 

Earnings for the period of 9 months then ended and the Financial Flow Statement and the Notes 

to the Financial Statements for the period of 9 months then ended and the Summary of 

Significant Accounting Policies  was carried out under my direction in terms of the provisions 

of the National  Audit Act No. 19 of 2018 to be read in conjunction with Article 154(1) of the 

Constitution of the Democratic Socialist Republic of Sri Lanka.  My report to Parliament in 

pursuance of the provisions of Article 154(6) of the Constitution will be tabled in Parliament in 

due course. 

1.2 Basis of the Qualified Opinion 

(a) 08 motor cycles and one push bicycle which were in an unusable condition and had been 

purchased under different projects at a cost of 10, 003,442 rupees during the period of 2008 – 

2015 were not included in the financial statements. 

(b) The income received from mining sand in the Kanthale Sand Project was 29,280,420 rupees 

and the expense incurred for the construction of 03 protection dams across the Mahaweli River 

was 33,799,796 rupees. Other than recording the aforesaid income and expenses in income and 

expense accounts in financial statements separately, they had been recorded in an control 

account named “Rehabilitation Kanthale”. The Company had spent an amount of 4,519,376 

rupees for the rehabilitation activities exceeding the income received from selling sand and the 

said amount had been recorded as a receivable advance. 

The audit was carried out by me as per Sri Lanka Auditing Standards. My responsibilities under 

those standards are further described in the section of the Auditor’s Responsibilities for the 

Audit of the Financial Statements in this report. I believe that the audit evidence I have 

obtained is sufficient and appropriate to provide a basis for my qualified opinion. 



 
 

 

1.3 Other Information Included in the Annual Report of the Company for the Year 2020. 

The information which is included in the Annual Report of the Company for the year 2020 but 

is not included in the financial statements and in my audit report on financial statements and 

which I hope to convey after the date of audit report is intended as other information. The 

management shall be responsible for this other information. 

My opinion on the financial statements does not reveal other information and I shall make no 

opinion or make no certification whatsoever on such information. 

In relation to my audit on the financial statements, my responsibility is to read the other 

information, identified above, when it is available, and in doing so to consider whether the 

other information is not materially consistent with financial statements or my knowledge 

obtained through the audit and some other means. 

When I read the annual report of the company for the year 2020, if I observe that there are 

material misstatements in it, I shall communicate such matters to those charged with 

governance. If there are uncorrected misstatements furthermore, such misstatements shall be 

included in the report which I table in Parliament in due course in accordance with Article 

154(6) of the Constitution of the Democratic Socialist Republic of Sri Lanka. 

 

1.4 Responsibilities of the Management and Those Charged with Governance for the 

Financial Statements. 

Management is responsible for the preparation and presentation of these financial statements in 

accordance with the Sri Lanka Accounting standards for small and medium scale entities and 

for the determination of such internal controls that are necessary to enable the preparation of 

financial statements that are from material misstatements due to fraud or error. 

In preparing the financial statements, Management is responsible for assessing the company’s 

ability to continue as a going concern, disclosing matters related to a going concern and using 

the going concern basis of accounting unless management either  intends to liquidate the 

company or to cease operations when other alternative is not available. 

Those charged with governance are responsible for overseeing the company’s financial 

reporting process. 

As per sub section 16(1) of the National Audit Act No. 19 of 2018, books and records should 

be properly maintained in  regard to the income, expenditure, assets and liabilities of the 

company in order that its annual and periodic financial statements  could be prepared. 

 

 



 
 

1.5 Auditor’s Responsibilities for Audit of the Financial Statements. 

My objective is to obtain reasonable assurance about whether the financial statements as a 

whole are free from material misstatements, whether due to fraud or error and to issue an 

auditor’s report that includes my opinion. Reasonable assurance is a high level of assurance, 

but it is not a guarantee that an audit conducted in accordance with Sri Lanka Auditing 

Standards will always detect a material misstatement when it exits. Misstatements can arise 

form fraud or error and are considered material if, individually or in aggregate, they could 

reasonably be expected to influence the economic decisions of users taken on the basis of these 

financial statements. 

As part of the audit in accordance with Sri Lanka Auditing standards, I exercised Professional 

judgment and maintained professional skepticism throughout the audit. I also 

 

 Identified and assessed the material misstatements of the financial statements, whether 

due to fraud or error, designed and performed audit procedures responsive to those risks 

and obtained audit evidence that was sufficient and appropriate to provide a basis for my 

opinion. The effect resulting from a fraud is higher than the effect resulting from a 

material misstatement and a fraud may involve collusion, forgery, intentional omissions, 

misrepresentation or the override of internal controls. 

 Obtained an understanding of the internal control relevant in the audit in order to design 

audit procedures that were appropriate in the circumstances but not for the purpose of 

expressing an opinion on the effectiveness of the company’s internal control. 

 Evaluated the appropriateness of the accounting policies used and the reasonableness of 

accounting estimates and related disclosures made by the management. 

 Concluded on the appropriateness of the management’s use of the going concern basis of 

the company for accounting based on the audit evidence obtained, whether a material 

uncertainty existed related to events or conditions that might cast significant doubt on the 

company’s ability to continue as a going concern. If I conclude that a material uncertainty 

exists, I am required to draw attention in my auditor’s report to the related disclosures on 

the financial statements or if such disclosures are inadequate, to modify my opinion. 

However, future events or conditions may cause the institution to cease to continue as a 

going concern. 

 Evaluated the overall presentation, structure and content of the financial statements 

including the disclosures and whether the financial statements represent the underlying 

transactions and events in a manner that achieves fair presentation. 

I communicated with those charged with governance regarding among other matters, 

significant audit findings including any significant deficiencies in internal controls that 

were identified during my audit.  



 
 

 

2. Report of Legal and Regulatory Requirements. 

 

2.1 National Audit Act No. 19 of 2018 and the Companies Act No. 07 of 2007 include specific 

provisions for the following requirements. 

2.1.1 I obtained all the information and explanations required for the audit and as far as it appears 

from my examination proper accounting records have been kept by the Company as per the 

requirements of the section 12(a) of the National Audit at No. 19 of 2018 and section 163(2) 

(d) of the Companies Act No. 07 of 2007. 

2.1.2 The financial statements of the Company are consistent with the requirements of section 151 

of the Companies Act No. 07 of 2007. 

2.1.3 The financial statements presented by the Company are consistent with the preceding year as 

per the requirement of Section 6(1) d (iii) of the National Audit Act No. 19 of 2018. 

2.1.4 The financial statements presented include all the recommendations made by me in the 

previous year except the observations made in Para No. 1.2(a) as per the requirements of 

section 6(1) (d) (IV) of the National Audit No. 19 of 2018. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 
 

 

2.2 Based on the procedures followed and the fact that the evidence obtained was limited to 

matters that are material; nothing has come to my attention, which requires the following 

statements to be made. 

 

2.2.1 To state that any member of the governing body of the Company has any direct or indirect 

interest in any contract entered into by the Company which is out of the ordinary course of 

business as per the requirement of section 12(d) of the National Audit Act No. 19 of 2018. 

 

2.2.2 To state that the Company has not complied with any applicable written law, general and 

special directions issued by the governing body  of the Company as per the requirement of 

section 12(f) of the National Audit Act No. 19 of 2018, except for the following 

observations. 

Reference to Laws / 

Directions 
Description 

(a) Section 40 of the National 

Audit Act No. 19 of 2018. 

An internal auditor had not been appointed to the 

Company and even an audit plan had not been formulated 

for the period of 9 months in the year under review. 

(b)  Public Enterprise Circular 

No. 12 dated (PED No. 

12) 2
nd

 June 2003. 

 

i. Para No. 5.1.2 Details of the existing resources of the Company, the 

organizational structure,  the objectives and targets to be 

achieved and  the responsibilities  to be performed within 

the planned period of time had not been included in the 

corporate plan formulated by the Company. 

ii. Para  No. 5.2.3 The approval of the Board of Directors had been granted 

to the revised budget prepared by the Company for the 

accounting period only on 25
th

 January, 2021. 

iii. Para No. 8.3.9 Two employees of the Company had been attached to the 

Ministry of Environment with effect from 10
th

 September 

2020 and they had been paid an amount of 283,240 

rupees by the Company as salaries and allowances. 

(c)  Para No. 5.2 of the 

Public Finance 

Circular No. 1/2014 

dated 17
th

 February, 

2014. 

An action plan had not been formulated for the year 

under review. 



 
 

 

2.2.3 To state that the Company has worked in a manner  which is incongruent  to its power, 

duties and functions as per the requirements of section 12(g) of the National Audit Act No. 

19 of 2018. 

 

2.2.4 To state that as per the requirements of section 12(h) of the National audit Act N0. 19 of 

2018, the resources of  the Company had not been procured and utilized in a frugal, efficient 

and effective manner, in conformity with relevant rules and laws existing  during the period 

of time except for the following observations. 

(a) Six micrometers had been purchased at a cost of 7,539, 000 rupees without following the 

procurement guidelines of 4.2.1, 7.11.1 and 5.4.10. 

(b) A cost estimate of 4,925, 000 rupees had been proposed to purchase a land borehole drilling 

machine based on the information obtained from the internet about a land borehole drilling 

machine made in China in 2018. Thereafter arrangements were made to purchase a Japanese 

machine at a cost of Rs. 12,873, 960 but the aforesaid purchase was stopped upon the 

defects of that procurement process being pointed out by the line Ministry. 

 However, a machine made in Germany had been purchased in the year under review, 

without preparing a cost estimate from the very supplier who had made the previous bids at 

a cost of 9,733,650 rupees. Sufficient details were not able to be found about this supplier 

when the websites were searched and a difference of 4,806,650 rupees could be observed 

between the initial cost estimate and the purchase price. 

 

(b) Para Nos. 2.11.1, 4.3.1, and 3.2.2 of the Code of Procurement Guidelines dated 25
th

 January 

2006, had not been followed when purchasing a borehole drilling machine and its 

accessories at a price of 10,512,342 rupees in the year 2020. 

2.3 Other matters 

 

(a) Although 965,565 rupees had been spent for the repair of the loader machine, which had been  

purchased at a price of 8,883,520 rupees in the year 2009 but the book value of which had  

gone down to zero level, it was in  a wholly unusable condition even by  10
th

 July 2021. 

 

(b) Manampitiya Sand Project 

 
 

(i) The Company had not introduced a reasonable and specific methodology to issue sand and 

the said sand mined in the project had been issued to the tipper trucks of the Eksath 

Mahaweli Tipper Ratha Sangamaya in Polonnaruwa, other Lorries in Polonnaruwa and the 

Lorries outside Polonnaruwa at the percentages of 75%, 10% and 15% respectively. In 

addition to that sand had been issued daily on a priority list which included the requests of 

politicians, the requests for common and religious activities and other requests. 



 
 

(ii) Sand mining activities of the II phase of sand mining project had not been  carried out in 

the year under review. 

 

(iii) The police report in regard to the fire that  occurred in the project office  in the year 2020 

had been issued on 21
st
 August 2020. According to the aforesaid report this fire  had not 

been an accident but an intentionally planned arson attack made by pouring petrol on the 

documents kept in the Container boxes. However, steps had not been taken to identify the 

officers who were responsible for it and take action against them.  

 

(iv) The Company had employed 29 employees in the project office and work site and paid 

10,884, 034 rupees as salaries by 11
th

 June, 2021 without having an approved cadre. 

 

(v) Some group of persons had taken away the air conditioning machine that had been 

installed in a container box which remained unutilized in the project office and though the 

audit had informed the Company about the misplacement of it  on 10
th

 September 2020, no 

investigation had been carried out in that regard even by 11
th

 June 2021. 

 

(vi) Action had not been taken even by 11
th

 June 2021 to collect an amount 1,115,576 rupees 

which was due for the sand issued by the  Manampitiya project in the years 2017 and 2018 

for the “Pibidemu Polonnaruwa” programme  conducted  in Polonnaruwa district. 

 

(c) The Mahaweli Authority had suspended the act of releasing lands until a systematic assessment 

was conducted in regard to the environmental, social damages caused by the mining of sand in 

Welikanda, Aralaganwila, Boaththa and Nidanwala Sand mining projects in Polonnaruwa 

district in the year under review. An amount of 8,213,347 rupees had been spent in vain during 

this period of time as expenses for the salaries of employees and other expenses. 

(d) The Company had deployed an apprentice engineer, who did not possess proper experiences in 

regard to the construction of dams, for a short period of time for supervising the construction 

work of 3 flood protection dams which was carried out simultaneously with the Kanthale Sand 

Mining project and for making recommendations for payment documents. Though 

recommendations had been made only for the work carried out during his period of service an 

amount of 47.79 million rupees had been paid without any certification for the work   carried 

out during the period of time in which he was not deployed in service. 

  The engineer of the Mahaweli Authority and the Department of Irrigation had not certified the 

payment documents when making payments for these constructions to the effect that the work 

has been completed in accordance with the proper standards. 

(e) An appropriate course of action had not been taken to collect an aggregate amount of 

34,828,901 rupees that had remained in debtor balances for more than 6 months. 

 



 
 

(f)  Kotigambokka Quartz Project 

i. It had been assigned to this Company upon a Cabinet approval in the year 2017 to mine 

this quartz deposit and export quartz with a value addition. The approval of the Cabinet of 

Ministers had been granted to conduct an Initial Environmental Examination again instead 

of conducting an Environmental Impact Assessment. This project had not been 

commenced in the year under review as a long period of time had been taken to get the 

approval of the Department of Forest Conservation and the Department of Irrigation for the 

Initial Environmental Examination. 

ii.  Even though a Cabinet decision had been made on 29
th

 October 2019 to the effect that the 

concurrence of the Central Environmental Authority and the Department of Forest 

Conservation shall be taken initially in regard to the fact whether the Initial Environmental 

Examination would be sufficient instead of an Environmental Impact Assessment, the 

aforesaid institutions had not taken a decision in that regard until the end of the year under 

review. 

iii. An amount of 20,942,314 rupees had been spent during the period 2017-2020 as revenue 

expenditure and capital expenditure for the purposes of leasing a land to store quartz, 

purchasing a bridge scale for weighing the quartz which is mined and deploying security 

officers for the protection of the project though no income had been earned from the 

project from the year 2017. 

 

(g) Management of Employees. 

i. Approval of the Management Services Department had been sought for a staff of 224 posts 

by proposing 69 posts in addition to the 175 employees employed in the Company in the 

year 2018. The Management Services Department had informed by its letter dated 6
th

 

September 2019 that it would take further action by looking into its legal capacity to 

provide approval to the staff of the Company as this Company is registered under the 

Companies Act but a clear decision had not been given to the Company even by 11
th

 June 

2021. 

 

ii. A person who had been recruited to the position of Audit assistant in the Company had 

been released to the office of the Minister of the line Ministry with effect from 10
th

   

September 2020 and he had been paid an amount of 148, 040 rupees as salaries in 

contravention of the section 8.3.9 of Public Enterprise Circular No. 12 dated 2
nd

 June 2003. 

The Assistant Accountant of the Company had been appointed to the post of Internal 

Auditor with effect from 02
nd

 December 2020 without following the due procedure. 

Furthermore, action had not been taken even by 11
th

 June 2021 to fill the vacancy of the 

position of Assistant Accountant which had fallen vacant. 

 

 



 
 

iii. Recruitment has been made to the post of Accountant in the Company through an 

unsystematic interview in which incidents such as awarding marks in the interview by a 

person who was not a member of the Interview Board, placing signature by a member of 

the interview board only on the final marks sheet without putting marks in the assessment 

paper and putting marks with a pencil first and putting marks with a pen later and changing 

the marks. 

 

 

 

 

 

W.P.C. Wickremaratne 

Auditor General 
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