The Chairman,

National Aquatic Resources Research

and Development Agency.

Report of the Auditor General on the accounts of the
National Aguatic Resources Research & Development Agency
Dece iber 31, 1986 In terms of Section

14(2)(c) of the RLnance Act No. 38 of 1971

The audit of the accounts of the National Aquatic Resources Research and
Development Agentoy for the'year ended Deceml:x)er 31, 1986 was carried out
under my directions In pursuance of provisions In Article 154(1) of the
Constitution of the Democratic Socilalist Republic of Sri Lanka read In

conjunction with Section 13(1) of the Finance Act No. 38 of 1971* Ifcr
observations which X consider should be published In terms of Section

14(2)(c) of the Finance Act, appear In this report. A detailed report
In terms of Section 13(7)(a) of the Finance Act was forwarded to the
Chairman on August 27, 1987.

Audit opinion, comments and findings In this report are based on a
review of the financial statements p(esented to audit «and substantivq tests
of samples of transactions. The scope and extent of such review and tests were
such as to enable as wide an audit coverage as possible within the limitations
of staff, resources and time available to me. Sub-sections (3) and (4) of
Section 13 of the Finance Act, give discretionary powers to the Auditor
General to determine the scope and extent of the audit.

2. Accountsr
2.1. Opinion;

In view of the comments appearing under the following paragraphs of
this report | am unable to express an opinion on the accounts presented as
at December 31, 1986.
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2.2. Financial results;

'‘According to the accounts, the working of the Agency for the year ended

December 31, 1986, resulted in an excess of expenditure over income of

Rs.4, 538, 360 as against an excess of expenditure over income of Rs. 1,974* 832

for the previous year.

The following statement gives a summary of the financial results for the year

under review and the previous year.

\
Year ended December 31
Income
Government Contribution 8,500,000 7, 125,000
Sundry Income 42.123 8.542. 123 262.932 7,387,932
Less

Recurrent Expend!ture

Administration Expenses 10, 806, 877 7,528. 089
Establishment EXxpenses 2,273, 606 13,080,433 1,834, 675

(4,538, 360) (1, 974,832)
2.3. Financial Structure;

The financial structure of the Agency as at December, 31, 1986 as

compared with that as at December 31, 1985 i1s given below.

As at December 31

Resources
Government Contribution 23, 870, 080
Fo#reign Aid 4: 033, 818

Income and Expenditure
Account bal,.nce 25,933, 760
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U tilization

Fixed Assets at written-down—value

Net Currenft Assets

2°4 . Source and Application of Funds:

22,992, 768

959,329
23,952,097

The following statement shows the. source and application of fluids of the

Agency during the year under review.

Source of Funds

Government Contribution for
Capital Expenditure

Foreign AIid

Application of Funds

Net Deficit
Less? Depreciatioh of Fixed Assets

LessiAdjustment In respect of
Previous year

Acquisition of Fixed Assets

Decrease In Working Capital

Sundry Debtors
Deposits
Advances

Staff Debtors
Cash 1n Hand and Bank

Creditors <e Accrued expenses

Deposits refundable

RS.

4,538, 360
1,638,715
2, 899, 645

110, 123

E ffect.

350

192,415

19,159
1,452,581

101, 054

on Working

264,-973

421. 684

(U2Z8i.
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The Agency had not disclosed 1t*s accounting policies In the annual
financial statements. The following deficiencies were observed.

The expenditure of Rs.8,578,402 incurred In the preceding
years which was of a revenue nature had "been capitalised.
Similarly expenditure of a'Capital nature had been accounted

for as revenue expenditure. Eg. Expend!ture for fish

breeding tanks.

(11). Foreign aid and other grants had been held In deposit accounts.
Eg. Foreign aid received from the United National Environmental

Project and Grant received for fish pond at Head O ffice

preraises.

2.5*2. Ommissions 1IN the dccounts:

The folloiwng I1tems had not been brought to account.

ltem Value Observations
RS.
(a) Samudramaru,vessel Value not The value of the " Samudramaru”
ascertained vessel handed over to the Agency

for research work by the Ministry
of Fisheries In 1985 had not been
brought to account.

(b) Assets belonging to —do— The moveable and immoveable
the Ministry held In property that belonged to the
the custody of the Agency Ministry of Fisheries previously

which are now in the custody of
the Agency had not been vested

In the Agency In terms of

Section 35 of National Aquatic
Resources Research and Development
Agency Act No. 54 of 1981 and

shown 1N the accounts.
\

(c) Consumable and Not The value of the stock of consuma-

Inventory items bios and inventory items which
were held 1n the stores of the

Agency as at December 31, 1986
had not been computed and brought

o account.
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(d).Electricity Charges 77, 193 Adjustments had not been made in the
accounts relating to this amount paid

by the Agency In respect of electricity
bills of Fisheries Training Institute
of Sri Lanka for the year under review.

(e) Officers, assigned from

the Ministry of Fi.sheri.es 21,521 Rs.21,521 being the Remunerations of
two officers assigned to the Agency
by the Ministry of Fisheries had not

been shown I1n the accounts.

2.5.3 disclosures

The following Inappropriate disclosures I-rere observed In the accounts

Others 0,430 This expenditure incurred In respect .of filing
cabinets and steel cujSboards.had not been shown

as office equipment.

(b). -d 0 - 34,853 This expenditure iIncurred In respect of
maintenance of buildings had been shown in the

Balance Sheet as other fixed assets.

(c). —do— 16, 254 This expenditure incurred in respect of supply
of diesel to research vessel had been shown iIn

the Balance Sheet as other assets.

(d). Vehicle 5, 300 The amount paid in 1986 in respect of licence
Licence fees fees for 1987 had been brought to account as an

expenditure for 1986.

2.5.4. Evidence for audit;

The following I1tems In the accounts could not be satisfactorily vouched

or accepted In audit due to the lack of evidence 'indicated against each item.
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Evidence not made available

Accounts Value
RS.
(a). Fixed Assets 29, 664,828 (1). Schedule of Fixed Assets.

(11). Evidence showing the physical
verification of assets at the
end of the yearor during

300, 277 Individual debtors accounts and confir-

(b). Sundiy Debtors
mations from the parties concerned.

321, 144 Individual deposit accounts and confir-

(c). Deposits made by the
mations from the parties concerned.

Agency

(d). Creditors and accrued 614,203 Individual creditors and accrued expense

expenses accounts and confirmations from the

parties concerned.

(e). Deposits Iin the Agency 1,134,668 —do—

2.9*» Non-compliance with laws, rules, regulations and management decisions:

Instances of non—ompliance with laws, rules etc. observed In audit

are given below.

Reference to law Requirement Detaills of non-
compliance
(a). Section 13(5)0*) of The Agency should settle the Internal Audit
Finance Act No. 38 minimum Internal Audit Programmes not
of 1971 Programme by agreement with .Submitted

the Auditor General.

(b). Section 13(6) of Accounts to be rendered Accounts for the
Finance Act No. 38 of to the Auditor General year 1986 were
1971 for audit on or before rendered for audit
April 30, in the ensuing on June 09, 1987/.
year along with any report Reports on stocks
on the accounts which the and stores required
Auditor General may require to be submitted were

to be submitted 1IN the manner also not furnished.
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(c). Section 14(1) of Finance Copiles of the Draft Annual A copy of the Draft

Act No. 38 of 1071 report to be rendered to annual report for the
the Auditor General within year 1986 was not
4 months after the close of rendered for audit
the financial year. even as at June, 09,
1987*
(d). Section 14(3) of Finance Annual reports of the Annual reports not
Act No. 38 of 1971 Agency In 1ts final form tabled 1N Parliament
to be .laid before the from the Inception of
end of 10 months after the the Agency in 1981.

close of the financial

year.

(e). Financial Procedure of An Annual Board of Survey An Annual Board of
the National Aquatic to be held before the end Survey not held for
Resources Agency of the financial year 1986.

(f). Financial Procedure of Salaries and advances In certain Instances
the National Aguatic remained unclaimed on the salaries and advances
Resources Agency third day after the due date unclaimed during the

for the payment of salaries year under review had
and advances to be been kept In the

transfered to the register custody of the casheir
and banked* for more than 10 days.

(f). Financial Regulation The value of cheques Action had not been
No. 396 (d) outstanding for over 6 taken to clear cheques

months to be oleared or amounting to Rs. 10, 538

credited to revenue.

2.5.6. ldentified Losses?

The amount of Rs.2J4t 158 shown as staff debtors under current assets as

at December 31» 1986 included petty cash imprests totalling Rs.13, 127 recoverable
from 6 employees who had left the service of the Agency. The amount due to be
recovered from this imprest as at October, 1987/ was Rs.8, 832. No provision had
been made In the accounts In respect of this amount the recovery of which 1is

dpubtfu I.
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2.5.7. Money Claims:

The advances amounting to Rs. 126, 859 made available to suppliers three

years back for the supply of goods and services had not been settled even as at

December 31, 1976. These advances were being recovered and the amount due to be
recovered as at October 1987 was Rs.61, 190.

3 Financial and Operating Review

3.1. Financial Resulits;

According to the aocounts the working of the Agency for the year ended

December 31, 1986 resulted In a net operating deficit of Rs.4,538, 360 as against
a net operating deficit of Rs. 1,974-, 832 for the previous year. The increase in

deficit for the year mainly due to the administration and establishment
S previous
of the activities of the Agency

3.2. Budgetary Control;

The variations between the budgeted and the actual expenditure relating
to the year under review were referred to In detail In my report In terms of

Section 13(7)(a) of the Finance Act Mo. 38 of 1971 forwarded to the Agenby.
Some of the majol variations referred to therein are given Dbelow.

ltem of Expenditure Budget Actual Variation as a
RS. RS. percentage

1. Salaries & Wages 4,090,000 5, 103, 237 25%
2. Overtime 160, 000 284,071 /8%
3. Fuel 600,000 858, 185 4135
4  Maintenance of vehicles

& Equipment etc. 800,000 1,805,508 1263
5  Telephone 60, 000 122,918 103%
6. Sundry Expenses 225,000 758,406 237%
7 Stationery 160, 000 329, 673 106%$
8. Advertising 50,000 63, 628 27%
9 Security Equipment 25,000 49, 900 100%

In view of the particulars referred to above, it is not possible to
sfactory budgetary control was In operation during

under review.



4. Sygtoms and Controls*

Deficiencies In systems and controls observed In audit were iIncluded In
my detailed report. C ecial attention Is needed In the following' areas.

(a) Cash

00 Advances to staff for petty cash payments.
(c) Purchasing

(d) Fixed Assets

(e) Accounting for foreign aild and grants

(f) Budgetary control-

Sgd. W. Garnini Epa
Auditor General,
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