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Chairman

National Transport Commission

Report of the Auditor General on the Financial Statements and Other Legal and
Regulatory Requirements of the National Transport Commission for the year ended 31
December 2020 in terms of Section 12 of the National Audit Act, No. 19 of 2018.

1.1

Financial Statements

Qualified Opinion

The audit of the financial statements of the National Transport Commission for the year
ended 31 December 2020 comprising the statement of financial position as at 31
December 2020 and the statement of financial performance, statement of changes in
equity and cash flow statement for the year then ended, and notes to the financial
statements, including a summary of significant accounting policies, was carried out under
my direction in pursuance of provisions in Article 154(1) of the Constitution of the
Democratic Socialist Republic of Sri Lanka read in conjunction with provisions of the
National Audit Act No. 19 of 2018 and Finance Act No. 38 of 1971. My report to
Parliament in pursuance of provisions in Article 154 (6) of the Constitution will be tabled

in due course.

In my opinion, except for the effects of the matters described in the basis for Qualified
Opinion section of my report, the accompanying financial statements give a true and fair
view of the financial position of the Commission as at 31 December 2020, and of its
financial performance and its cash flows for the year then ended in accordance with Sri

Lanka Public Sector Accounting Standards.
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Basis for Qualified Opinion

(a) In correcting the prior year capitalization error of building maintenance expenses,
the value of depreciation Rs.1,139,058 was adjusted in the maintenance
expenditure and as a result of deducting this from the depreciation expense of the
current year, the financial statements for the year under review was understated
from that amount.

(b)  Special projects had been implemented spending Rupees 24,868,093 of the funds
of the Commission had been shown later as an expenditure under government
grant after make adjustment to the net profit. Rupees 4,241,838 spent on work in
progress under this special project were also recorded in the revenue as
expenditure and as a result the profit and the work in progress of the Commission
were understated by that value in the financial statements.

I conducted my audit in accordance with Sri Lanka Auditing Standards (SLAuSs). My
responsibilities, under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Financial Statements section of my report. I believe
that the audit evidence I have obtained is sufficient and appropriate to provide a basis for
my qualified opinion.

Other information included in the 2020 Annual Report of the National Transport
Commission 1

The other information comprises the information included in the Commission’s 2020
Annual Report but does not include the financial statements and my auditor’s report
thereon, which is expected to be made available to me after the date of this auditor’s

report. Management is responsible for the other information.

My opinion on the financial statements does not cover the other information and I do not

express any form of assurance conclusion thereon.

In connection with my audit of the financial statements, my responsibility is to read the
other information identified above when it becomes available and, in doing so, consider
whether the other information is materially inconsistent with the financial statements or

my knowledge obtained in the audit or otherwise appears to be materially misstated.
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When I read the Commission’s 2020 Annual Report, if I conclude that there are material
misstatements therein, I am required to communicate that matter to those charged with
governance for correction. If further material uncorrected misstatements are existed
those will be included in my report to Parliament in pursuance of provisions in Article

154 (6) of the Constitution that will be tabled in due course

Responsibilities of Management and Those Charged with Governance for the
Financial Statements

Management is responsible for the preparation of financial statements that give a true and
fair view in accordance with Sri Lanka Public Sector Accounting Standards, and for such
internal control as management determine is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or

€rror.

In preparing the financial statements, management is responsible for assessing the
Commission’s ability to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting unless
management either intends to liquidate the Board or to cease operations, or has no

realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Commission’s

financial reporting process.

As per Section 16(1) of the National Audit Act No. 19 of 2018, the Commission is
required to maintain proper books and records of all its income, expenditure, assets and
liabilities, to enable annual and periodic financial statements to be prepared of the

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

My objective is to obtain reasonable assurance about whether the financial statements as
a whole are free from material misstatement, 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 is not a guarantee that an audit conducted in accordance with Sri Lanka
Auditing Standards will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or
in the aggregate, they could reasonably be expected to influence the economic decisions

of users taken on the basis of these financial statements.

As part of an audit in accordance with Sri Lanka Auditing Standards, I exercise

professional judgment and maintain professional skepticism throughout the audit. I also:

o Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those
risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for
my opinion. The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery,

intentional omissions, misrepresentations, or the override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose of

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

e Evaluate the appropriateness of accounting policies used and the reasonableness of

accounting estimates and related disclosures made by the management.

e Conclude on the appropriateness of the management’s use of the going concern basis
of accounting and based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on the
Commission’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
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disclosures in the financial statements or, if such disclosures are inadequate, to modify
my opinion. My conclusions are based on the audit evidence obtained up to the date of
my auditor’s report. However, future events or conditions may cause the Board to

cease to continue as a going concern.

e Evaluate 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 communicate with those charged with governance regarding, among other matters,
significant audit findings, including any significant deficiencies in internal control that I

identify during my audit.

2. Report on Other Legal and Regulatory Requirements

2.1 - National Audit Act, No. 19 of 2018 includes specific provisions for following

requirements.

2.1.1  Subject to the matters described under the Section 1.2 of this report, I have obtained all
the information and explanation that required for the audit and as far as appears from my
examination proper accounting records have been kept by the Commission as per the

requirement of Section 12 (a) of the National Audit Act, No. 19 of 2018.

2.1.2 The financial statements presented is consistent with the preceding year as per the

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

2.1.3 The financial statements presented includes all the recommendations made by me in the
preVious year as per the requirement of Section 6 (1) (d) (iv) of the National Audit Act,
No. 19 0f 2018.

2.2 Based on the procedures performed and evidence obtained was limited to matters that are

material, nothing has come to my attention;

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

indirect interest in any contract entered into by the Commission which is out of the

5
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normal cause 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 Commission has not complied with any applicable written law, general
and special directions issued by the governing body of the Commission as per the

requirement of Section 12 (f) of the National Audit Act, No. 19 of 2018 except for;

Reference to law/ direction Observation
(a)  Treasury Circular No.842 of dated The Commission had not maintained a separate
18 December 1978 inventory of assets so that the value of the assets could

be examined for annual depreciation, additions and

disposals.
(b)  Financial Act No.38 of 1971 and
Public Enterprises Circular No.
PED/12 of dated 02 June 2003.
L. Section 8.2.2 Excess investment requires the consent of the Minister

of Finance and the approval of the relevant Minister,
but without the same and only on the approval of the
Board of Directors, the institute had been invested Rs.
42,053,092 in fixed deposits and Rs. 14,935,680 in
Treasury bills as at 31 December 2020. Also, Rs.
516,310,421 had been invested in short term

investments on that day.

II.  Section 8.3.9 Although the State Enterprises shall not incur any
expenditure or other resources including their human
resources on behalf of the relevant Line Ministry or
other Government Institutions, the Commission had
been released a Management Assistant to the service of
the Ministry of Transport from 12 October 2020
onwards as salary and allowances till the end of the

year under review Rs. 442,932 had also been paid.
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I Section 9.1.2 Although the approval of the Department of Public
Enterprises in the Treasury should be obtained
regarding the institutional welfare schemes,
nevertheless, Rs. 6,744,070 had been incurred on
employee insurance and other welfare activities

without obtaining the approval.

(¢) Financial Regulation 371 (2) (b) of Add hoc Advances should be limited to Rs.100,000 in
the Financial Regulations of the any particular time. But exceeding this limit in the
Democratic Socialist Republic of year 2020, total amount of Rs. 1,678,155 had been

Sri Lanka paid on 7 occasions,

2.2.3 To state that the Commission has not performed according to its powers, functions and
duties as per the requirement of section 12 (g) of the National Audit Act, No. 19 of 2018

except for the following observations;

Under the activities in Section 9 of the National Transport Commission Act No. 37 of
1991 provisions had been provided to the Commission issuance of passenger service
permits and issuance of permits in terms of the Section 24 of the Commission. However,
the prescribed method had not been introduced in issuance of passenger service permits in
the Act of the Commission. Further, by the date of audit of March 2021, the Commission
had not taken any action to amend the National Transport Act making necessary

provisions for the issuance of passenger service permits.

224 To state that the resources of the Commission had not been procured and utilized
economically, efficiently and effectively within the time frames and in compliance with
the applicable laws as per the requirement of Section 12 (h) of the National Audit Act,
No. 19 0f 2018, except for the following observations.

(a) The Commission had been unanimously decided to exempt all the late fees, tender
fees update charges, log entry fees, etc., before obtaining Cabinet approval , for
granting relief for the restoration of inter-provincial bus services affected by the
Corona epidemic. The institution had lost revenue of Rs.186,850,808 in the year
2020 due to that decision. As mentioned above, it was observed that the decision
not to charge the main source of income for the existence of the Commission at
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all without alternative proposals could jeopardize the future of the institution in
the years to come.

(b) Interest income on the Commission had continued to decline due to the failure to
identify the most suitable investment to meet the working capital requirements of
the Commission through investment.

() Even though Rs. 6,642,350 had been spent for the maintenance of the GPS system
used for bus operations during the year 2020, but only Rs. 2,047,500 was charged
as service revenue during the year. Accordingly, the Commission had to incur an
additional expenditure for the maintenance of the GPS system. This was due to
the reduction in the service charge by Rs. 3,000 to Rs. 1,500 for a bus during the
year under review.

2.3 Other Matters

(a) Action had not been taken to survey the 117 units of office equipment and
computer accessories issued to the bus companies by the Commission. Also, an
identification number had not been used for the entire assets of the Commission.
Five hundred and nineteen unnumbered items had been submitted for the survey.
According to the Board of Survey report of the Commission, 67 items that could
not be identified during the survey.

(b) The Commission had lost revenue due to issuing licences daily basis instead of
issuing new licences through tender procedure during the year 2020. Further, due
to this reason, it was able to install GPS system only to 1159 or 38 per cent out of
the 3040 buses expected to install operations during the under review.

W.P.C. Wickramarathne
Auditor General
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Answers to the Audit Report for the financial statements of the year ending on 31 December
2020 of the National Transport Commission based on Section 12 of the National Audit Act
No 19 of 2018 and for other legal and regulatory requirements

1.2 Basis for Qualified Opinion

(a) Depreciation value for the previous year was not Rs 1,139,058, but it was only Rs.
139,058.05, an error occurred by omitting it from the depreciation expense of the
current year. The relevant error was noted in the preparation of the financial statements
for the year 2021.

(b) The value identified as assets included in the expenditure incurred under the
implementation of special capital projects is capitalized and the remaining expenditure
is stated in the income expenditure statement.

2 Report on other legal and regulatory requirements

(a) The asset register is being prepared with the relevant details.

1.

iil.

The Ministry of Private Transport Services had requested the approval of the
Treasury to invest the temporary surplus (A copy of the relevant letter has been
produced to the Audit along with the replies for the Query No. RT/B/NTC/
SF/2012/22 made by the Auditor General).

However, it was advised to invest the short term surplus funds in fixed deposits
in order to receive higher interest revenue rather than investing them in seven-
day call deposits during the General Committee meeting on Public Enterprises
conducted on 22nd August 2012. (A copy of the minutes of the General
Committee meeting on Public Enterprises has been produced to the Audit along
with the replies to the Query No. RTB/B/NTC/FA/2012/22)

In addition, a request was sent on 07.02.2019 with several other requests on this
behalf by the Ministry of Transport Services Management to get the approval of
the Treasury to invest the temporary surplus but I would like to inform that no
response is received up to now.

According to the letter No. MT / 01/05/05/05/01 received from the Ministry
of Transport and dated 28.09.2020, Mrs. Indika Lakmali has been released
on 12.10.2020 to the Assistant Staff of the Hon. Minister of Transport of the
Ministry of Transport.

Employees of the National Transport Commission have contributed to the
Agrahara Insurance Scheme. It is a functional insurance for public servants.
This has been approved by the Board of Directors of the National Transport
Commission. Also, the National Transport Commission Act provides an
opportunity to sponsor employee welfare.

Annual Report 2020, National Transport Commission



223

224

iv.  The entire amount had to be paid in advance by cheques as the relevant work
could not be done on a loan basis. Also, due to the COVID epidemic prevailing
in the country at that time, an advance payment was made for the bills of various
service providers and then the balance had to be paid after a proper inspection.
However, it was noted that the minimum cash advance was paid when paying
for employee welfare.

Amendment to the National Transport Commission Act has been submitted to the
Cabinet for approval in November 2020 and the approval was obtained. It has been
referred to the Legal Draftsman’s Department for further action.

The quarantine curfew and lockdown were implemented island wide in mid-March
2020 to control the spread of the Covid 19 epidemic, which was later gradually relaxed
from province to province. The inter provincial bus services were completely crippled
due to the quarantine curfew and the lockdown imposed. Even though the quarantine
curfew was relaxed from province to province, there were no possibility to start the inter
provincial bus services as the inter provincial buses run between two or more provinces.
Accordingly, inter provincial bus services could be started from around first week in
June 2020 however due to the drastic reduction in the commuters of those buses, the
buses were not operated as usual and only a few number of passengers were travelling
in those buses.

Under this circumstances, bus operators’ associations and passenger transport service
permit holders requested to provide relief until the bus operations resumes normally.
Accordingly, approval was granted to relax the payments for the period in which buses
were not operated, i.e., March, April and May 2020, such as passenger transport permit
renewal fees, tender fees, temporary permit fees for express highways, log sheet fees
and delay fees by the Directors’ Board paper no: 49/2020. Even though the operation
of buses were started in June, as the bus operations did not return to normal by that
time, approval was granted by the Board of Directors by the Board papers 51/2020 and
120/2020.

Based on the instructions given in the discussions held with His Excellency President
and Hon. Minister to quicken the provision of relief, action was taken to provide relief
with the approval of the Board of Directors. With the onset of the Brandix second Covid
wave in the first week of October 2020, bus operations again were crippled and thereby
arose a necessity to further extend the provision of relief on the request of bus operators’
associations.

Cabinet approval has also been granted to provide relief for the period from March to
September 2020 as well as for the period from October to December 2020. No action
was taken to obtain Cabinet approvals in advance as arrangements were made to charge
the bus owners properly and measures have been taken to provide relief with a view of
continuing the transport services as an essential service considering the circumstances
that have arisen.
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On unexpected working capital requirements triggered by the COVID-19 pandemic
and had to withdraw on an investment maturity basis, and the surplus was reinvested. A
decrease occurred in the interest income receivable as the interest rate took lower value
when reinvesting.

GPS control room and charging for SIMs are two different things and there is no aim
or plan in this project to use the money charged for SIMs to maintain the GPS control
room. Measures will be taken to cover the annual cost of Rs. 1440.00 for the SIMs out
of the Rs. 1500.00 charged for the SIMs. The GPS control room is set up to regulate the
entire inter-provincial buses and is absolutely intended to provide a public service not to
generate revenue. It is proposed to connect SLTB and provincial transport buses through
this control room. Therefore, the income from the SIMs cannot be adjusted to the control
room maintenance costs.

Other Matters

(a)  Allthe assets that are not recorded with asset numbers on the assets were identified
and action has already been taken to record relevant numbers to those assets.

(b) New passenger transport permits were not issued in 2020 under the tender method.
There was no need to issue new passenger transport permits to buses under the
tender method as the passenger demand dropped due to the spread of the Corona
pandemic throughout the country from March 2020.

Agree to the facts stated in the query on fixing GPS equipment.
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