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Answers to the Report of the Auditor General, on the Financial Statements of the Arthur C Clarke 

Institute for Modern Technologies for the year ended in, 31 December 2012, in terms of the section 

14/2 C of  the  Finance Act No. 38, of 1971. 

2.2.1 Best accounting practices. 

(a) Work in progress has been included in the financial statements under the Current Assets 

expenditure head. However action will be taken to include it under Stocks, comes under the 

same Current Assets category, as shown in the Audit Report. 

 

(b) Revalued 4 vehicles have been sold within the year as mentioned in the audit query. The values 

of those vehicles in related to revaluation have been included in revaluation reserves. However 

after selling of that vehicles revalued value of these should also be removed from the 

revaluation reserves. Therefore, this revalued value has been shown in the income statement 

for the year, under other retained income as per accounting standard No.16. 

 

2.2.2 Accounting deficiencies. 

(a) As the interest relevant to the NASDA and FINDS savings accounts could not be credited to the 
accounts by that time, deficit of Rs. 14,891.00 of balance amount has been shown in the cash 
flow statement.  

Amount of Rs. 1737.00 of the NASDA project and amount of Rs. 13,154.00 of FINDS project 

could not be credited to the savings accounts. Actions have been taken to credit it to the 

savings accounts. 

 

The amounts in these accounts have been allocated to the specific requirements and as such 

specific requirements had not been arisen in the relevant year, exchange of money had not 

been taken place throughout the year. 

 

(b)  (a) Completed Courses. 

(i)  Introduction to Robotic Applications(Com.) 

(ii) CPD-MEC 2012 Course (Ele.) 

(iii) Computer Hardware Course for Professionals. 

(iv) Computer Hardware Engineering for Professionals. 

(v) Astronomy workshop 21st & 22nd December. 

Above mentioned courses has been accounted as ongoing courses and steps have been taken to 

correct it.  
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(b) Completed projects. 

(i) Hardware recovery Feasibility Session(Com.) 
(ii) SL Railway PM2011-08 RCM 9 LPM(Com.) . 
(iii) SL Railway PM2011-07 RCM 9 LPM(Com.) 
(iv) SL Railway PM2011-09 CCS Project(Com.) 
(v) SL Railway PM2011-10 Project(Com.) 

(vi) CEB Project at Norochcholai(Com). 
(vii) Battery Testing Project 2012-03 

(viii) Display Air Lanka Cargo(Elec.) 
(ix) ITI Project 2912-14 
(x) Battery Testing 2012/04 

Above mentioned projects (vii), (viii), and (x) have been corrected in this year. Actions will be taken to 
correct projects (i), (iii), and (ix) 

As project (ii), (iv) and (v) are ongoing projects, expenditure for these projects have been shown in 
work in progress account in 2012. 

2.2.3. Imprecise Changers 

The difference of Nation Building Tax (NBT) amounted to Rs. 166,125.00 comprised of NBT to be paid 
for the income of Rs 131,012.55 and an amount of Rs 35,012.45. Necessary steps will be taken to 
correct this Rs. 35,012.45 by further scrutiny of accounts. 
 

2.2.4 Accounts receivable and payable 
 

(a) Accounts receivable 
Though the Institute has accounted the expenditure amounted to Rs. 2,473,806.00 under the 
expenditure for “Divi Neguma” Programme for the prevailing year, the receivable amount in 
debtors balance was Rs. 2,630,652.00. The audit query states that difference of Rs, 156,846.00 
of this is not clear. The amount of Rs. 279,378.21 to be received from this debtors balance was 
responsible for the previous year (2011). Expenditure for these programmes had been 
incurred in the year 2011 and invoices were issued in the prevailing year. 
Further, invoices have been issued to the prevailing balance in the accounts to date as 
invoices should have to be issued before the end of the year 2012. Additional expenses for 
these programmes have been accounted at the preparation of year end accounts. The 
additional expenditure for Divi Neguma programme has been accounted to the Institution’s 
accounts considering the national importance of this programme. 
 

(b)   Accounts payable 
The refundable deposits amounted to Rs. 226,980.00, will be taken into the revenue, this year 
in accordance with Financial Regulations 571(2). 
 
 
 



72 
 

2.2.5 Non availability of evidence for Auditing 
 

(a) The prices of the goods are not included in (Rs. 10,236,980) Stock Verification Reports though 
the details obtained by physical stock verification are included. However, prices of the goods 
are recorded in the stock ledger.  

(b) Actions are being taken to sign the maintenance agreements for locomotives, already 
repaired. Details related to used material has also included in the files of the relevant division. 
A definite figure cannot be given for man hours until the project is completed and actions will 
be taken in future, to record labour utilization for the completed projects. 

 
2.2.6. Non compliance with laws, rules, regulations and management decisions. 
 

(a)  As shown in the financial statement for the current year, the amount of Rs 1,298,754.00, 
which has to be paid, under the current assets as the Value Added Tax comprises the tax to be 
received in relevant to the expected income and Value Added Tax to be paid by the earnings 
for December, 2012.  
 
An amount of Rs. 144,962.00 is the Value Added Tax to be paid for the revenue of the month 
of December,2012 and the balance stated in the current assets, amounted to Rs.1,153,792.00 
is the Value Added Tax relevant to the revenue to be earned. This has to pay after receiving 
that amount. Therefore it has been correctly accounted. 

 
 
(b) Financial Regulations of the Government. 

 
i. FR 104 – Primary investigations have been carried out in related to the 2 Accidents 

mentioned in the Audit Query. Actions will be taken to submit relevant reports to the 
Auditor General. 
 

ii. FR 110 – Loss and Damage Registry is being maintained and actions will be taken to 
update the information 
 

iii. FR 371  
(i) Advances are given in accordance with the State Procurement Guide. 

Sometimes delays could be observed in settlement of advances and actions are 
being taken to minimize these delays. 

(ii) At the instances whenever difficult to obtain correct estimates and at the 
instances when the financial requirement could not be fulfilled immediately, 
gross estimates would have to be forwarded. These incidences could be 
mentioned as management decisions based on work requirement and 
productivity. 
 

 
iv. FR 757(2) – Stock verifications were carried in 2012, by Board of Surveys appointed for 

these purposes and relevant reports will be submitted for auditing. 
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v. FR 802 & 1647(E) – Computerized Registry is maintained by the Institute  as per Form 
FR  and steps have been taken to prepare it as printed document. 

 

(c) Circulars. 
 

i. Budget Circular No. 842 dated 19 December 1978. 
Fixed Assets Registry is being maintained as per the relevant form, by the Institution 
from its inception. 

ii. Budget Circular No.IAI/2002/02 dated 28 November 2002. 
Computers and Accessories are being included in the Fixed Assets Registry properly. 

 
 
4. Operational Review  
 
(a) Incomplete activities. 
 
Space Application Division 
 

1. Study of solar flares using Radio Spectrometer  
50% of this programme has been completed and this programme was suspended temporarily 
midway as the relevant scientist left overseas for higher studies. The programme supposed to 
re-start by May, 2013 after his arrival and targeted to complete at the end of this year. 

2. Spectroscopic observations of Methane and Ammonia on Jupiter or Investigation the 
Balmer emission line profiles of be stars. 
This Project has been completed by January, 2013. The project was delayed as the relevant 
scientist had to engage in other flagship projects (Water Rocket Competition and Astronomy 
Workshop) 

3. Establishment and start of annual conference on space and planetary science. 
This work has been assumed to the Engineers and Scientists, who were newly appointed in 
2012.  But it has to be delayed as they had to pay more attention on “Space technology 
collaboration forum” project. 

4. Preparation of land slide hazard maps for the landslide prone districts using RS and GIS 
Collaboration with NBRO. 
This Project was suggested to implement with the co-operation with National Building 
Research Organization and it could not be started due to lack of expected support from that 
institute. However first stage of another alternative project ‘’Analysis of Urban Heat Islands 
with vegetation cover in Colombo City” was completed, using the data and information (RS & 
GIS) obtained from GISTA Institute of Thailand. 
 
 

5. Study of Balmer discontinuity of Band A type stars in near UV spectroscopy. 
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This project had to be post phoned due to a technical defect of the camera.  Another 
alternative project “Determination of orbital parameters of celestial objects” implemented 
instead of it has been completed by now. 

 
Communication Division 
 
1. ACCIMT Library function automation firmware product and Library MIS System (Normal 

quantum of work) 
Research level units have been completed during the relevant year and units for safety 
measures have to be completed further (RFID Antenna & Reader interface operating in long 
range). Though the relevant engineer has been engaged in the above project shortage of 
essential material (gauge 20 Copper sheets) cause the delay. However, as the relevant 
engineer left the institute at midyear, another engineer was appointed for the project and 
period up to January 2013 has to be spent for initial studies of the project (learning curve). 
However, testing of Management Information Software (MIS software) has been completed. 

2. New engine controller design for class Sqpc using plc of Sri Lanka Railways. 
Project proposal has been forwarded to the Sri Lanka Railway Department and due to non 
response from them, final decision was delayed. 

3. Development of Tea Quality Grading and colour separating system  
Since technical staff of the institute had not fulfilled pre qualification in the field of the project 
more time has to be spent for feasibility study.  In addition more time has been used up for 
procurement process and the project was delayed as the responsible engineer left the 
Institute. 
However, Engineering Drawings for manufacture of mechanical parts and several initial steps 
has been completed amidst the above difficulties. 

4. Data logging and monitoring system for water pumping system of NWSDB. 
Steps have been taken to complete the project, as agreed by the service provider and the first 
stage was completed within the year 2012. The second stage of the project “Online interface 
software” is expected to be complete by the 2nd quarter 2013. 

5. Class M9 LOCO in service local surveillance system for SLR. 
Due to financial constrains faced by the Department of Railways, Sri Lanka, it has been difficult 
to obtain their approval for implementation of the project. 

6. Robot manipulator (PUMA 562 Controller design) 
There was no permanent Electronic Engineer to implement this project throughout the year, 
2012. As an alternative, attempt was done to proceed with trainees and a mechanical 
engineer, appointed on contract basis. 

7.  Workbench testing of mobile manipulators. 
This activity was able to complete during the 1st Quarter 2012. 

8. Recover hardware and software Microprocessor based subsystem used in Alstom Class M9 
locomotives 
Half (50%) of the project which has been already implemented has been completed by now. 
  

9.  Class M9 Locomotive maintenance. 
Steps have been taken to prepare the agreement of the relevant project as advised by an 
external lawyer and necessary actions are being taken with the Sri Lanka Railways.  
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10. Recovery of mobile ice cream vending jingle boxes of Ceylon Cold Stores. 
This is a maintenance agreement and necessary services are being provided on requirement. 
Progress of this has not been included in the annual progress report by a mistake. 

11.  Central Bank owned Fort Clock Tower Electronic System. 
This is a maintenance agreement entered into with Central Bank of Sri Lanka and maintenance 
services are provided to time to time on requirements. Progress of this has not been included 
in the annual progress report by a mistake. 
 

Information Technology Division. 
 

1. Create or modify existing tool to automate string placements in Mozilla Location.  
Implementation of this programme has been delayed due to lack of staff as priority had given 
to new courses on the demand of the Industries Sector. 

2. Accounting System - KDU 
Signing of the agreement has been delayed due to management delay of the Kothalawala 
Defense Academy and necessary actions have been taken now. 

3. Payroll system-ITUM (Institute of Technology – UMO) 
The modification requested by the client, ITUM institute of the University of Moratuwa, for   
the installation of the software package of this project have been completed by now. 
Payments are due after   “Testing of manual and computerized system” for 3 months period 
by the client. 

4. On-line System - BPU   
Installation of all the modules of this project could not be completed due to the delay at 
feeding data by the client, University of Pail and Buddhism. However 80% of the project has 
been completed by now. 

5. In-house Software module 
This programme has been completed. 
 
 

Industrial Services Division 
 

1. Accreditation 
This programme could not be completed up to the expected level due to the problem of 
recruitment and retention of technical staff. 

2. Training Programms - Continuous professional Development programmes 
80% of this has been completed by now and the delay was due to the time allocation for 
the other priority project. 
 

Electronics Division 
 

1. Wireless Irrigation automation phase I & II 
80% of this has been completed by now and the delay was due to the time allocation for the 
priority project (RCCB Testing) of the same division. 

2. Accreditation of the laboratory. 
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This is a target achieved project which received accreditation for “Surge” research works on 
June 2012, by SLAB. 

 
(b) Money available in the accounts of NASDA and FINDS projects will be used for specific 

activities of the relevant felid.  The amount available in the Director’s fund will be utilized 
only for specific and special requirements. These amounts allocated for specific 
requirements, have been invested in Treasury Bills, for the inactive period, until they are 
utilized, on approved of the Excess Money Control Board. 

 
(c)   Invoices have been issued for all the payments which have already signed the agreement.  

The relevant amounts are expected to be received 
         Preparation of relevant agreements had been assigned to the Attorney General’s  

Department and signing of the agreements were delayed due to the several reasons which 
have to be come in to a final decision by discussions with Sri Lanka Tele communication 
Regulatory Commission and due to delays in relevant process with the  Dept. of legal 
Draftsmen. However all these problems have been solved and steps have been taken to 
account the relevant Income. 

 
(d)  This money is expected to utilize for purchases of required equipment to facilitate   

researches which are already planned, at the instances when treasury provisions could not 
be obtained in future.  

 
4.2.  Management inefficiencies 

 
(a) Vehicles owned by the institute are used at optimum level and rented vehicles are used for 

additional requirements. Further this service outsourcing is more productive than increasing 
the No. of pool vehicles. 
 

(b) An advance of Rs. 48,000.00 (50%of the total amount, Rs 24,000.00 each) has been given to 

the SJ Engineers for manufacture of 2 lamp posts and one completed lamp post has been 

handed over to our Institute. Accordingly, accounts have been closed considering the 

amount of Rs. 48,000.00 already paid as total cost for that lamp post. 

 
4.3    Controversial exchangers 
 

(a) Repairs pertaining to the accident occurred at Panadura has not been completed and 
relevant reports will be submitted for auditing as per F.R.  after completion of repairs. 

 
(c) The percentage mentioned as excess expenditure for projects under the public finance 

380 shows the value of expertise in Human Resources and special talents/skills and 
incentives for relevant expertise on such activities expected by the same circular 
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4.4     Inactive Assets 
These are kept in the store for future use and actions will be taken to dispose them in due time 
after the scrutiny. 

 
4.5  Administration of the Staff 

More percentage of the vacant posts of the institute comprised of engineering staff. The 
relevant salaries and other allowances for these posts are very low compared to the prevailing 
job market and, therefore it is very difficult to appoint and retain in the relevant posts. 
 
However, actions were being taken to achieve the performance of the projects getting the 
service of available staff at optimum level. 
 

4.6 Establishment of a fund for provisions of employees Gratuity  
Allocation of money for gratuity payments is only for accounting purposes. Therefore the 
amount allocated for Gratuity could not be used in outside investments. 
 
 

5    Accounts and Good Governance. 
 

5.1  Corporate Plan  
Corporate plan for 2008-2012 has been sent to the Budget Department of the General Treasury 
through the line Ministry on 31.01.2012.  Approval of the Board of Management has been 
obtained for the Corporate Plan prepared up to the year 2017, covering the year 2013. 
 

5.2  Action Plan 
Financial value of the enterprise included in the Action Plan is mentioned in relevant Budget 
estimates. As this Budget Estimates are prepared after the feasibility study of the relevant 
Project. It is not practicable to include the financial value of such project to the action plan. 
However, as per the observations mentioned in the audit report 2012 on action plan 2011,   
actions have been taken to include Project Cost (for the project already prepared project plan) , 
recurrent expenditure, technical time frame and income separately in preparation of 2013 
Action Plan. Programmes included in the Action Plan are relevant to the action plan of the 
Institute and it included programmes appropriate to the no. of staff in each division. In addition, 
it includes programmes, planed to complete during week days or weekends. 
 

5.3 Administration of Budget Estimates. 
(a) Attempts were done to utilize Budget Estimate as a productive management tool whenever 

possible and variations could be observed in some conditions (budgeted and actual 
expenditure) beyond the control of institutional and management level. 

 
(b) Project Cost is included into the Project Plan at the preparation of Project Plans which has 

been included in the Action plan. 
 
(c) Provisions are made by the General Treasury under different Capital Expenditure Heads. 

Expenditure is allocated as Internal Measuring, among each division of the Institute for easy 
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purposes. Exchange of Expenditure Heads, within the approved budget is practiced on 
necessity of the institute as a management decision. 

 
(d) Separate Accounts have been maintained for all activities within  the General Ledger. 

 
 

6.  Systems and Administration 
Attention of the Institution will be paid to the areas mentioned in the Audit Report. 
 
 
 
………………………….. 
Signed by 
Engineer Sanath Panawannage 
Director/CEO 

 




