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Our In-House Seminars

“Integrating Climate and Natural Resource Management into the
Budget Process”, by Dr. Paul Steele, Chief Economist at the
International Institute for Environment and Development (IIED), UK,
IPS Conference Room, 20 December.

“The Colombo Port City: An Overview”, by Mr. Liang Thow Ming,
Chief Sales and Marketing Officer, CHEC Port City Colombo (Pvt)
Ltd., IPS Conference Room, 10 October.

“SDGs: Is Sri Lanka Still on the Right Path to Implement SDGs
Effectively”, by Mr. Wimal Nanayakkara, Senior Visiting Fellow, IPS
Conference Room, 27 July.

“Fiscal Marksmanship in India”, by Prof. Monica Singhania, Professor
of Accounting & Taxation, Faculty of Management Studies (FMS),
University of Delhi, IPS Conference Room, 8 June.

“Implications of the Trans-Pacific Partnership (TPP) On Sri Lanka”,
by Dr. Janaka Wijayasiri, Research Fellow, IPS Conference Room, 27 May.

“Are the Plantation Workers Adequately Remunerated: Estimation
of Living Wage for the Tea Plantations in Sri Lanka”, by Dr. Manoj
Thibbotuwawa and Priyanka Jayawardena, Research Economists, IPS
Conference Room, 31 March.

“Jumpstarting South Asia: Round Two of Reforms and Look East Policy-
with a Special Focus on Sri Lanka”, by Prof. Pradumna Rana, Nanyang
Technological University, Singapore, IPS Conference Room, 15 March.

“Rethinking the Growth Diagnostic Approach”, by Prof. Premachandra
Athukorala, Professor of Economics, Arndt-Corden Department of
Economics, Crawford School of Public Policy, Australian National
University, IPS Conference Room, 8 February.

“Requiem for a Deal: The Influence of Foreign Aid on Cooperation
Between Developing Nations at the WTO”, by Kithmina Hewage,
Research Assistant, IPS Conference Room, 5 January.
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Date
31 October 2017

The Chairman,
Institute of Policy Studies of Sri Lanka

Report of the Auditor General on the Financial Statements of the Institute of Policy Studies

of Sri Lanka for the year ended 31 December 2016 in terms of Section 14(2) (c) of the

Finance Act, No. 38 of 1971.

The audit of financial statements of the Institute of Policy Studies of Sri Lanka for the year

ended 31 December 2016 comprising the statement of financial position as at 31 December

2016 and the statement of financial performance, statement of changes in equity and cash flow

statement for the year then ended and a summary of significant accounting policies and other

explanatory information 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 Section 13(1) of the Finance Act, No. 38 of 1971 and Section 18 of the Institute of Policy

Studies of Sri Lanka Act, No.53 of 1988 as amended by the Act, No.09 of 1999. My comments

and observations which I consider should be published with the Annual Report of the Institute in

terms of Section 14(2)(c) of the Finance Act, appear in this report.

1.2 Management's Responsibility for the Financial Statements

The management is responsible for the preparation and fair presentation of these financial

statements in accordance with Sri Lanka Public Sector Accounting Standards and for

such internal control as the management determines is necessary to enable the preparation

of financial statements that are free from material misstatements, whether due to fraud or

error.

1.3 Auditor's Responsibility

My responsibility is to express an opinion on these financial statements based on my

audit. I conducted my audit in accordance with Sri Lanka Auditing Standards, consistent

with International Auditing Standards of Supreme Audit Institutions (ISSAI 1000 -

1810). Those Standards require that I comply with ethical requirements

IfoO 306172, ~ old. ~. @ e,.caX). . - Ilia>. 306nz. QurrQ\f6I'QIdlJ. u~(!p6II)..,..,. Ilia>";'.., ••. - No. 306n2. Polduwa Road, Battaramulla, Sri Lanka
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Auditor General's Department

aia plan arid perform the audit to obtain reasonable assurance about whether the

financial statements are free from material misstatements.

An audit involves performing procedures to obtain audit evidence about the amounts

and disclosures in the financial statements. The procedures selected depend on the

auditor's judgement, including the assessment of the risks of material misstatement of

the financial statements, whether due to fraud or error. In making those risk

assessments, the auditor considers internal control relevant to the Institute's

preparation and fair presentation of the financial statements 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 Institute's internal control. An audit

also includes evaluating the appropriateness of accounting policies used and the

reasonableness of accounting estimates made by management, as well as evaluating

the overall presentation of the financial statements. Sub-sections (3) and (4) of

Section 13 of the Finance Act, No. 38 of 1971 give discretionary powers to the

Auditor General to determine the scope and extent of the audit.

I believe that the audit evidence I have obtained IS sufficient and appropriate to

provide a basis for my audit opinion.

1.4 Basis for Qualified Opinion

My opinion is qualified based on the matters described in paragraph 2.2 of this report.

2. Financial Statements

2.1 Qualified Opinion

In my opinion, except for the effects of the matters described in paragraph 2.2 of this

report, the financial statements give a true and fair view of the financial position of

the Institute of Policy Studies of Sri Lanka as at 31 December 2016 and its financial

performance and cash flows for the year then ended in accordance with Sri Lanka

Public Sector Accounting Standards.
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2.2 Comments on Financial Statements

2.2.1 Sri Lanka Public Sector Accounting Standards

As the useful life of the non-current assets had not been reviewed annually in terms of Sri

Lanka Public Sector Accounting Standard 07, assets costing Rs.144,214,218 were further in

use despite being fully depreciated. Accordingly, action had not been taken to revise the error

in the estimation in accordance with the Sri Lanka Accounting Standard 03.

2.2.2 Accounting Deficiencies

The following observations are made.

(a) For a land obtained by the Institute on lease before 10 years, a Grant had been

awarded by the Commissioner General of Land on 28 April 2016 and out of the a

value of that land amounting to Rs.156,000,000, only 10 per cent had been paid in

cash. The balance of Rs.140,400,000 had not been brought to account as the

Capital Grants and a sum of Rs.15,600,000 only had been brought to account as

the value of the land.

(b) Further, having deducted the total lease of Rs.l 0,920,000 paid during 10 years for

the land indicated in paragraph (a) above, only the balance had been paid in cash.

Therefore, instead of crediting a sum of Rs.I0,920,000 deducted during the

preceding 10 years to the retained profit again, it had been adjusted to the profit of

the year under review.

2.3 Accounts Receivable

The following observations are made.

(a) Action had not been taken to recover a sum of Rs.l,903,969 remained

receivable to the Institute from 3 research projects of which a period of 04

years had elapsed from the expiry of the project agreements. Further, that

balance had not been established by the confirmation of balances.

3
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(bi~ Without taking action to recover a sum of Rs.l, 147,747 due from a

Government Ministry since year 2014, it had been stated as the provision for

bad debts during the year under review.

2.4 Non-compliance with Laws, Rules, Regulations and Management Decisions

An Advisory Committee had not been appointed in terms of Section 12(1) of the

Institute of Policy Studies of Sri Lanka Act, No.53 of 1988 for giving instructions on

the policy studies required to be undertaken with the support and assistance of the

Institute.

3. Financial Review

3.1 Financial Results

According to the financial statements presented, the operations of the Institute for the

year under review had resulted in a surplus of Rs.13,802,781 as compared with the

corresponding surplus of Rs. 1,119,500 for the preceding year thus indicating an

improvement of Rs.12,683,281 in the financial result of the year under review as

compared with the preceding year. The above improvement was mainly attributed to the

increase in the interest income by Rs.12,246,692.

Analysis of the financial results of the year under review and four preceding years revealed

that, there had been a surplus from the year 2012 up to the year 2016 and it had subjected to

annual fluctuation. However, when readjusting the employees remuneration and the

depreciation for the non-current assets to the financial results, the contribution of the Institute

amounting to Rs.70,650,200 in the year 2012 had continuously increased up to

Rs.91,151,651 by the end of the year under review.

4
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4. Op'erating-Review

4.1 Performance

The functions of the Institute in accordance with Section 05 of the Institute of Policy

Studies of Sri Lanka Act, No.53 of 1988 are summarized below.

To initiate, promote and conduct studies in relation to national development

plans and policies.

To establish and maintain liaison with Government institutions, universities

and research institutions concerned with development studies.

To undertake and conduct socio-economic research.

To conduct joint studies, semmars or symposia with foreign research

institutions and research institutions in Sri Lanka.

To establish a repository for economic and social research information and

other related materials.

The following observations are made on the achievement of the above functions.

(a) Up on the requests made by the local and foreign institutions, the Institute had

commenced 41 research projects under the Macro Economic Policy in a

manner include 06 fields as Agriculture Development, Labour, Poverty,

International Services, Environmental Economic Policy and Health and

Economic Policy. This 41 research projects had included 09 projects which

could not be completed in the preceding year. The following observations are

made in this connection.

(i) Nine research projects included in the Action Plan of the year under

review which had been implemented relating to the year 2015 and

could not be completed within that year had been completed during the

5
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year under review. Although the expected income therefrom was

Rs.1O,222,109 only an income of Rs.7,726,358 had been earned.

Further, 03 research projects which had been implemented in the

preceding and scheduled to be completed during the year under review

had not been completed during the year under review. The expected

income therefrom amounted to Rs.2,296,571.

(ii) Although the project income in the year 2014 had increased by 51 per

cent as compared with the year 2013, it had decreased by 59 per cent in

the year 2016 as compared with the year 2014. The estimated project

income of the year under review was Rs.40,000,000. Nevertheless,

according to the Performance Report, only an income ofRs.25,027,771

or 62.5 per cent had been earned. However, the failure of the

institution in conducting researches as expected had resulted in this

situation and it was not observed as to whether the steps had been

taken to minimize this situation.

(b) As the physical and financial position had not been indicated in the

Performance Report presented for the year under review, the progress of the

performance of the Institute could not be evaluated.

4.2 Management Activities

For the purpose of printing 3350 books of 11 category of books published during the

year under review, a sum of Rs.l,220,326 had been spent. An income of Rs.728,525

had been earned from the sale of 853 books out of the above books and 1387 books

had been awarded to the dignitaries. However, as books had been printed without

properly identifying the requirement, 1110 books or 33 per cent of the printed books

had remained either unsold or undistributed.

4.3 Transactions of Contentious Nature

Non-physical fixed assets valued at Rs.8,200,412 had been written off from the books

without obtaining proper approval from the Board of Directors and the Treasury.

6
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5. \1-:: . ,.
Accountability and Good Governance

5.1 Corporate Plan

Although a Corporate Plan should be prepared for a period of not less than 03 years

for the achievement of vision and mission and presented in terms of Section 5 of the

Public Enterprises Circular No.PED/12 dated 02 June 2003, the Institute had not taken

action accordingly.

5.2 Action Plan

The Action Plan had not been prepared as required by the Public Finance Circular

No. 0112014 dated 17 February 2014.

5.3 Procurement Plan

The Procurement Plan prepared for the year under review did not include the office

equipment valued at Rs.l ,493,963 purchased during the year under review and the

building constructed in the year under review.

6. Systems and Controls

Deficiencies in systems and controls observed during the course of audit were brought

to the notice of the Chairman of the Institute from time to time. Special attention is

needed in respect of the following areas of control.

Area of Systems and Control Observations

(a) Fixed Assets Failure to revalue the fixed assets after reviewing

their useful life annually.

(b) Action Plan Not timely evaluating the Action Plan

(c) Loan Receivable

Sgd.1 H.M. GAMINI WIJESINGHE
Auditor General

Not taking action to recover the long term debts

H.M. Gamini Wijesinghe

Auditor General
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Institute of Policy Studies of Sri Lanka 

Responses to the Audit Report for 2016 

2.2.2 Accounting Deficiencies 

a) Audit observation on recording the market value of Rs. 156 Mn as the value of the land is noted 
and relevant adjustments will be made in financial statements for the year ending 31 December 
2017. 

b) Based on SLPSAS 10, any inflow of economic benefits or service potential received from the 
Government needs to classified either as contribution from owners ‘as owners’ (for which the 
Government receives an equity instrument), or as a grant. 

The Land Grant received by the institute is not a contribution from owners; as such the Grant 
amount is disclosed in the statement of financial performance. 

 

2.3 Account Receivable 

a) & b) 

The long outstanding balance of Rs. 1,903,969.00 consists of the following: 

Governance Institute Network International       756,222 /- Note A 

Ministry of Youth Affairs & Skills Development      1,147,747 /-  Note B 

Total                            1,903,969 /- 

Note A 

Continuous follow up actions are in place to recover the balance. 

Note B 

Total outstanding value was subsequently recovered in December 2017. 

2.4 Non-compliance with Laws, Rules, Regulations and Management Decisions 

The role of the Research Advisory Committee (RAC) is played by the Governing Board and the IPS 
Research Programme for 2016 – 2017 has been approved by the Governing Board. The Research 
Programme (RP) is prepared by the Research Committee (RC) appointed by the Executive Director. 
After discussing the RP with the RC, Executive Director submits it to the Board for its observations 
and final approval. 

 

 

 



4.  Operating Review 

4.1 Performance 

a)  i) There were 13 projects included in the detailed budget (12 carried forward from 2015 and 
one proposal). The expected income from these was Rs.15.43 and actual income earned for 
2016 was Rs.11.63. Project revenue is recognized only up to the percentage (%) of work 
completed. Also, a project started in one year is not necessarily required to be completed in 
the same year as different projects have different contract periods. 

Completion of a project on time depends on many factors and if there is a delay, time 
extensions are obtained from funding agencies. We have not come across disputes with 
funding agencies due to project delays, and as such we have not observed any performance 
weaknesses in this area.  

 ii) The project income of the Institute depends on many factors. Some of the main factors 
include progress in the implementation of economic policies in the country and demand for 
research inputs as a result, and the presence of donor interest in supporting economic policy 
implementation in the country amongst others. As such, project income will fluctuate from 
time to time. 

During 2015, due to the political transition in the country, implementation of new economic 
policies slowed down. Hence, the demand for economic policy oriented research also 
dropped. Due to this, the project revenue was lower than the expected during 2015 and 
2016.  

However, the Institute continuously submits proposals for available new research projects 
and also looks for long term projects to stabilize it’s income sources. 

b)   The Institute’s annual performance report consists of actual vs budget comparison, significant 
research studies undertaken and number of publications, which are the evaluation criteria for a 
research Institute of this nature. 

4.2 Management Activities 

Total number of books printed in 2016 is 3,250. Out of this 1,374 books were given out as 
complementary. Total unsold books as at 31st December 2016 was 2,909 which include books 
printed in prior periods. 185 books were sold from the stock printed in 2016.  

Printing of publication is to share IPS’ research findings with knowledge seekers and is not aimed at 
profit making. All book sales are based on seasonal factors. The issues and themes covered by the 
publications are specialist areas and the target audience is limited. Printers have a minimum printing 
order quantity for publications. All publications, excluding a very few, have been printed at the 
minimum order quantity. 

4.3 Transactions of contentious nature 

This value represents the fully depreciated assets as of 2011 for which a detailed breakdown was not 
available in the Fixed Assets Register as of 2011. Hence, based on the Audit Committee 



recommendation this value was written down in the GL. Board approval (BP no. 2016/017) was 
obtained for this during December 2016. 

5. Accountability and Good Governance 

5.1 

The Institute has a Corporate Plan for 2013 – 2017 periods covering all operational areas. This 
also includes a research programme covering 2016 – 2017. 

Further, the Institute’S research programme is typically based on the medium-term economic 
policy plan of the Government of Sri Lanka. This was only released in September 2017. The 
Institute has now prepared a research programme for 2018 – 2020, which is in operation. 

5.2 

Action plan for 2016 is prepared and approved by the Board of Governors. 

5.3 

Reconciliation was provided to the auditors explaining the reasons for variance between the 
budgeted and actuals. Proper approval has been obtained for all procurement activities. 

6. Systems and Controls 

a) Fixed Assets – During 2017 onwards useful life time is reviewed at the beginning of the year 
and adjustments are made to the estimated useful time if required. 

b) Action Plan - The progress of action plan is monitored on a quarterly basis and reported in the 
quarterly report. The Board meets twice a year to discuss and monitor the progress. 

c) Receivables – Explained under point number 2.3 above. 
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