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Report of the Committee

The Committee on Public Finance at its meeting held on 19" August 2025 considered the following
Budget Estimates;

e Budget Estimates of the National Audit Office — 2026
(Tabled in Parliament by the Hon. Speaker on 07.08.2025 and referred to the Committee).

Date Considered by the Committee: 19" August 2025 Time: 2.00 p.m.

Members of the Committee on Public Finance Present

Hon. Rauff Hakeem, Attorney at Law, M.P., (Pro Tem Chair)
Hon. Chathuranga Abeysinghe, M.P.,

Hon. Ravi Karunanayake, M.P.,

Hon. Harshana Rajakaruna, M.P.,

Hon. Ajith Agalakada, M.P.,

Hon. (Dr.) (Ms.) Kaushalya Ariyarathne, M.P.,

Hon. Nimal Palihena, M.P.,

Hon. Chithral Fernando, Attorney at Law, M.P.,

. Hon. Wijesiri Basnayake, M.P.,
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Introduction

The Budget Estimate of the National Audit Office - 2026, prepared by the National Audit Office along
with the observations of the Minister assigned the subject of Finance in terms of Section 34 of the National Audit
Act, No. 19 of 2018, was tabled in Parliament on 7" August 2025 by the Hon. Speaker and subsequently, it was
referred to the Committee on Public Finance.

The Section 34 of the National Audit Act, No. 19 of 2018 is provided as;

“The Audit Service Commission shall prepare the annual budget estimates of the National Audit
Office within the period as specified by the Minister assigned the subject of Finance. The said
estimates shall be submitted to the Speaker on such date as may be decided by the Speaker after
consultation with the said Minister of Finance and the Chairman of the Commission. The Speaker
shall table the said estimates in Parliament for its review with the observations of the Minister assigned
the subject of Finance, who shall provide his observations to the Speaker within ten working days
from its receipt of such annual budget estimates from the Speaker. The Parliament shall after having
reviewed the annual budget estimates of the National Audit Office forward the estimates to the
Minister assigned the subject of Finance for incorporation in the national budget with such
modifications, if any, as Parliament thinks fit.”

Observations of the Committee

3. The National Audit Office (NAO), audits nearly 2,000 auditee entities, including Ministries,
Departments, State Enterprises, and Foreign Projects, in accordance with Article 154 (1) of the
Constitution of the Democratic Socialist Republic of Sri Lanka. The NAO operates through its main
office and 422 regional branch offices, many of which are located within the auditee entities themselves.

4. Human Resource Challenges



iv. The Committee observed that the approved cadre of the NAO is 2,477. However, further
observed that there are nearly 420 vacancies in key positions, particularly for Audit Officers and
Superintendents of Audit.

V. It was informed to the Committee that, a key challenge identified is the high turnover of Audit
Officers, who are graduates recruited through competitive examinations under the MN5 salary
scale. This may be mainly due to unattractive government salary structures, compared to parallel
services.

Vi. It was informed to the Committee that, unattractive government salary structures, the unresolved
long-standing request of Audit Officers to be placed on the SL | initial salary scale, and the
resignation of nearly 81 trained Audit Officers in 2025 to join the better-remunerated Sri Lanka
Accountants’ Service, as well as difficulties in attracting professionals such as Chartered
Accountants under the approved salary framework, have collectively contributed to the staffing
challenges faced by the NAO.

5. The officials of the NAO informed the Committee that it is a constitutional requirement to submit audit
reports on all auditee entities falls on the same date. The officials further stated that by adopting a
systematic methodology, such as categorizing auditee entities and applying an appropriate reporting
framework, the limited human and physical resources available could be utilized more effectively.

6. The NAO also plans to restructure its resource allocation based on risk assessment, volume, and the
economic impact of the auditee entities, moving away from fixed branch office stationing. The officials
further stated that, they aim to establish a centralized pool of auditors who can be flexibly deployed based
on need, which would require dedicated offices at provincial levels.

7. The Committee observed that the Section 21(1) of Public Financial Management Act No. 44 of 2024

mandates that;

“Notwithstanding anything to the contrary in any other written law, every budgetary entity

shall prepare and submit their budget estimates in line with the budget call circular, not later

than thirty first day of July of the financial year preceding the year for which the annual budget

is prepared.”
This measure may potentially conflict with other laws and could create a clash with the provisions in the
National Audit Act regarding the independence of the NAO. The Officials representing the Ministry of
Finance, Planning and Economic Develeopment expressed concern about determining which law should
be applied in the process of submitting the Budget Estimates of the National Audit Office to the
Parliament.

Recommendations of the Committee
To prevent the exodus of trained officers and to strengthen staff retention, the Committee makes the
following recommendations:
Vi. Restructuring of the Salary Structure —
Explore the possibility of revising the salary structure of audit-related designations to make them
more competitive.
Vii. Incentive Scheme —
As a short-term measure, the Committeee proposed that, the current allocation of the incentive
scheme be increased.
viii. Non-Financial Motivational Measures —
Consider alternative mechanisms such as recognition, career advancement opportunities, and
work-life balance initiatives. A balanced approach combining financial and non-financial
incentives is essential.
iX. Avrtificial Intelligence —
Introduce Artificial Intelligence (Al) technologies, to enhance audit efficiency and reduce the
utilization of limited human resources.
X. Financial and Operational Autonomy —
The branch offices of the NAO are currently situated within the premises of auditee entities,
resulting in a dependency on these entities for essential facilities such as vehicles and office
space. This arrangement undermines the independence of the NAO, as it creates a psychological
dependence that compromises operational autonomy. To ensure genuine independence and




efficiency, it is essential that the NAO be provided with its own dedicated facilities at offices that
are planned to be established at provincial and district levels.

Decision of the Committee

After consideration, the Committee agreed with the Budget Estimates of the National Audit Office —
2026 and decided that the Report of the Committee on Public Finance thereon be presented to Parliament on the
22" of August, 2025, by the Hon. Rauff Hakeem, Attorney at Law, Pro Tem Chair of the Committee.



Annexure

Officials Present

Ministry of Finance, Planning and Economic Development

Mr. Ajith Abeysekera - Deputy Secretary to the Treasury

National Audit Office

Mr. G.H.D. Dharmapala - Acting Auditor General

Mr. M.S. Nayanakumara - Senior Deputy Auditor General
Mr. B.O.D. Fernando - Deputy Auditor General

Ms. K. Nilanthi Fernando - Chief Accountant

Mr. E.K.K.S. Edirisingha - Deputy Auditor General

Ms. K.D. Geethika - Accountant

National Budget Department

Ms. A.K. Gunasekara - Director

Ms. M. Anoma Nandani - Additional Director General



