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NGJA/6/Annual Report 2013 25-02-2014

Hon. Minister of Environment and Renewable Energy
Ministry of Environment and Renewable Energy
82,“Sampathpaya”

Rajamalwatte Road

Battarammulla

Hon. Minister,

ANNUAL REPORT FOR THE YEAR 2013

In terms of section 32(3) of the National Gem & Jewellery Authority Act. No.50 of 1993 and section 14(2) of
the Finance Act.N0.38 of 1971, | submit the following documents.

1. The Administration Report of the National Gem & Jewellery for the year 2013.

2. Balance Sheet as at 31 December 2013 and the Profit & Loss Account for the year ended 31%
December 2013 of the Authority duly audited by the Auditor General.

3. The Report of the Auditor General.

Thanking You
Yours Faithfully

Amitha Gamage
Chairman & Chief Executive Officer
National Gem & Jewellery Authority
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OUR VISION

“ To make Sr1 Lanka the leading producer of Blue Sapphires and
coloured Sapphires and a regional centre for high quality jewellery to

the world.”

OUR MISSION

“ Our aim is to provide optimum facilities for gem and jewellery
industry by maximum utilization of available resources through
appropriate technology, credible quality certification scheme, to
achieve sustainable development with an equitable benefits sharing
scheme towards our stakeholders, for the development and

promotion of the gem & jewellery industry. ”
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01.

02.

Administration Report of the National Gem and Jewellery Authority

For the year 2013 Under 14(1) of the Finance Act N0.38 of 1971

The year 2013 marks the 19" year of operations of the National Gem and Jewellery Authority. Its activities for the year

under review were conducted through the Head Office in Rathnapura and office in Colombo & Regional Units in

Rathnapura, Eheliyagoda, Matara, Naula and Monaragala, Katunayake Gem Export Centre and Gem & Jewellery

Exchange at the World Trade Centre.
The Functions of the Authority

f)
9)

h)

)
K)

To promote and develop the gem industry and the jewellery industry;
To initiate and implement schemes for the promotion and development of the gem industry and the jewellery
industry;
To exploit the market for gems and jewellery whether in or outside Sri Lanka and to promote the demand for
such gems and jewellery in world markets;
To promote and sponsor technical training of personnel on every aspect relating to the gem industry and the
jewellery industry and especially on heat treatment and gem cutting, with a view to developing such industries;
To take such steps that are necessary to generate confidence in the gem industry and the jewellery industry
among prospective buyers;
To prevent unlawful gemming and the unlawful removal of gems from Sri Lanka;
To act as the sole authority responsible for the alienation of the right to mine for gems in or over State land, or
in or over land disposed of by the State or the State Gem Corporation where the mining or gemming rights
remain with the State, whether by reason of any reservation or otherwise;
To provide technical and other advice and the infrastructural support necessary for the marketing of gems and
Jewellery;
The administration of any scheduled written law in so far only-

i. As it is applicable in the case of gems or the gem industry; or

ii. As it may be necessary so to do for the purpose of enabling the Authority to exercise, discharge

and perform its powers, functions, and duties under the Act;

To establish offices for certification of gems and assaying of precious metal;

To provide for the jewellery manufactured in Sri Lanka to be stamped with a hall mark in the prescribed
manner, at the request of a manufacturer;

To provide the necessary liaison between the gem industry, the jewellery industry and Government Departments,
in order to promote and co-ordinate the development of the gem industry and the jewellery industry in Sri Lanka;
To regulate and control the terms and conditions of employment of persons who work in the gem industry and
the jewellery industry, and in particular the safety measures to be taken to protect such persons from danger to
life and limb.
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03.

04.

05.

06.

Financial
3.1 Liquidity :

Cash and cash equivalents at the beginning of the year was Rs.48.377 (Mn) and at the end of the year it was Rs.
97.961(Mn). Held to Maturity Investments (Treasury bills ) at the beginning of the year was Rs.191.610 (Mn)

and at the year end itwas Rs. 216.381(Mn).

Other Financial Assets at the beginning of the year was Rs.544.706 (Mn) and at the year end it was Rs. 639.376 (Mn).

3.2 Profitability :

2008 2009 2010 2011 2012 2013
Rs. Mn Rs. Mn Rs. Mn Rs. Mn Rs. Mn Rs. Mn
Total Income 258.180 219.443 228.962 250.300 612.004 507.542
Total Expenditure 228.772 230.942 261.929 222.488 261.076 387.458
Profit (Before Tax) 29.408 (11.498) (32.967) 27.812 350.928 120.084

Human Resources :

The staff of the Authority reached 245 at the end of 2013 including professionals. Continuous professional development

of our team members are considered high priority and several steps were taken to provide opportunities for human

resource development.

Issue of Licenses :

The number of licenses issued by the Regional Office and the Colombo Office of the Authority for the gem industry

compared with the last five years is given below:

2008 2009 2010 2011 2012 2013
Gemming Licenses 4,204 3,970 4,061 4,687 5,956 6,565
Gem Dealers Licenses 4,794 4,036 4,195 4,422 4,382 4,429
Lapidary Licenses 194 174 168 179 177 192
Gem Auction Licenses 300 217 262 277 364 624
Total Licenses 9,527 8,357 8,686 9,565 10,879 11,810

Control of Unauthorized Gemming and Damages to the Environment :

The officers of the Authority have conducted several raids during the period under review to check illicit gemming and to

prevent environmental destruction. The income earned from fines to amount Rs. 11.862 million. The Authority had taken

action to close the abandoned gem pits and rehabilitate damaged riverbanks:

Page 6




07.

Service & Other Development Activities:
7.1 Export & Export Promotion Activities

1

Sponsored and organized “Sri Lanka Pavilion™ at the selected International Trade Fairs & Exhibitions.
i. Jewellery Shanghai Show - 10 — 13 May, 2013
ii. The JCK Las Vegas Show - 31 May — 3 June, 2013
iii. Singapore International Jewellery Show — 4 — 7 July, 2013
iv. China International Jewellery Show — 31 October — 4 November 2013
v. China International Gold, Jewellery & Gem Fair — 8 — 11 November 2013

. Organized Gem and Jewellery Sector participation at the following events,

i. Sri Lankan — 3 Day Mega Promotion in Mumbai & Bangalore which was organized by Sri Lanka
Tourism
ii. South Asian Commodity Fair organized by Sri Lanka Export Development Board
iii. 82" Izmir International Fair organized by Sri Lanka Export Development Board
Sponsored and organized NGJA Pavilion at the Local Trade Fairs and Exhibitions
i. “Ayurveda Expo 2013 organized by National Chamber of Commerce
ii. 23" Sri Lanka International Gem and Jewellery Show — “Facets Sri Lanka 2013
iii. “Jewels 2013” organized by Gemmologists Association of Sri Lanka

Monitored and Facilitated Gold Importation of Bankers and Private entities.

5. Recommended and Monitored issuance of Foreign Exchange (less than US$ 50,000/-) to the Gem and Jewellery

10.

11.

12.

13.

14.

15.

16.

Community to purchase their machinery and Raw Material.

Issuance of Recommendation Letters to the line Ministry on the requests of Foreign Entrepreneurs and
Employees those who are engaged in Gem and Jewellery Industry to renew and obtain residential visas in Sri
Lanka.

Issuance of Visa Letters to Visa Officers of the respective countries, on the requests of Sri Lankan Gem and
Jewellery Trading Community to process their visas.

Administration of an exclusive website of NGJA www.srilankagemautho.com .

Facilitation and promotion of “Sri Lanka Gem and Jewellery Exchange”: being the only government sponsored
gem and jewellery shopping complex in Sri Lanka.

Offered Jewellery Manufacturing tools and equipments for Small and Medium Scale Jewellery Manufacturers
based in Kurunegala District.

Organized and Conducted Awareness Programmes for Small and Medium Entrepreneurs on New Trends and
Standards in Jewellery industry.

Management and operation of “Rathnadeepa” Showroom and sales outlet to promote and market Jewellery
articles produced by SME Jewellery Manufacturers in Sri Lanka.

Provide assistance to import Raw Materials, tool, machinery & Equipment used in the gem and jewellery
industry on a concessionary duty basis.

Facilitate visiting government and private sector delegations on their official or business mission towards the
Gems and Jewellery.

Offered round the clock export facility at the gem export facility at the gem export center Air Cargo Village —
Katunayake on Tuesday and Fridays.

Monitored and facilitated Kimberly process certification scheme on the import and export of rough diamonds.
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08. Gem & Jewellery Exports :

The statistics given below shows the status of Gem & Jewellery exports of Sri Lanka during

the last five years and the year 2013 under review:

2008 2009 2010 2011 2012 2013
Rs. Mn Rs. Mn Rs. Mn Rs.Mn | Rs.Mn | Rs. Mn
Gem Exports 8,281.055 |  7,225.8 7,488.6 | 10,0276 | 14,557 | 14,805
Gem — NSS Special Project - - - - - 1,839
Jewellery Exports 1,727.926 1,522.9 1,490.5 1,732.3 2,444 2,194
Geuda Exports 163.634 107.7 136.5 146.7 225 122
Diamond Re-Exports 44,393.700 | 35,965.96 36,030.1 | 45,381.1| 52,893 37,885
Diamond Jewellery Exports 932.390 4175 312.5 375.8 324 229
Total Exports 55,498.705 | 45,239.86 | 45,458.20 | 57,663.5 70,443 57,074
Amitha Gamage
Chairman & Chief Executive Officer
National Gem & Jewellery Authority 2014-02-27
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NATIONAL GEM & JEWELLERY AUTHORITY
STATEMENT OF FINANCIAL POSITION AS AT 31 DECEMBER 2013

ASSETS

Non-Current Assets

Property, Plant & Equipment
Leasehold Land (Right-To-Use Land)
Intangible Assets

Deferred Tax Asset

Other Assets

Auvailable-for-Sale (AFS) Financial Assets
Total Non-Current Assets

Current Assets

Inventories

Receivables

Held-to-Maturity Investment (HTM)
Deposits and Advances

Prepaid Expenses

Employee Loans & Advances

Other Financial Assets

Cash and Cash Equivalents

Total Current Assets

TOTAL ASSETS

EQUITY & LIABILITIES

Equity

Contributed Capital

Gem Mining Welfare Fund

Jewellery Development Fund

Gem Rewards Fund

Gems Revaluation Reserve
Revaluation Reserve

Retained Earnings

Total Equity

Non-Current Liabilities

Retirement Benefits Obligation
Deferred Tax Liability

Liability to Make Lease Payments - Settlements Fall Due More Than One Year
Total Non-Current Liabilities
Current Liabilities

Liability to Make Lease Payments - Settlements Fall Due Within One Year
Payables

Gemming Deposits

Deposits and Advances Received
Statutory Payable

Provisions and Accrued Expenses
Total Current Liabilities

TOTAL EQUITY & LIABILITIES

2013 2012
Note  Rs. Cts. Rs. Cts.
3 227,741,261 245,815,430
4 30,727 33,091
5 357,792 566,667
6 (18,292,344) (16,062,221)
7 371,939,331 371,939,331
8 1,200,000 1,200,000
582,976,766 603,492,298
9 2,160,405 1,699,601
10 9,396,134 12,310,785
11 216,381,558 191,609,933
12 32,709,520 31,690,952
- 499,457
13 13,659,749 13,749,877
14 639,376,488 544,706,305
15 97,964,396 48,377,798
1,011,648,249 844,644,708
1,594,625,015 1,448,137,006
16 30,000,000 30,000,000
17 26,927,498 27,227,498
18 29,059,263 23,657,481
19 36,511,450 33,302,890
20 355,074,648 355,074,648
21 52,945,424 52,945,425
440,155,420 383,673,444
970,673,703 905,881,386
22 23,995,857 18,607,015
6 - -
231 11,680 13,241
24,007,537 18,620,256
231 2,230 2,495
24 64,715,858 38,172,804
326,673,784 226,048,309
25 96,452,755 72,284,306
26 92,638,388 166,462,222
27 19,460,760 20,665,228
599,943,775 523,635,364
1,594,625,015 1,448,137,006

The Management is responsible for the preparation and presentation of these Financial Statements in accordance with Sri Lanka Accounting Standards.

CHAIRMAN / CEO

CHIEF ACCOUNTANT
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NATIONAL GEM & JEWELLERY AUTHORITY

STATEMENT OF COMPREHENSIVE INCOME FOR THE YEAR ENDED 31 DECEMBER 2013

2013 2012

Note Cts. Rs. Cts.
Revenue 28 370,695,500 530,208,556
Other Income 29 26,730,178 34,191,429
Administration Expenses 30 (126,580,200) (96,694,548)
Personnel Expenses 31 (130,071,227) (116,196,580)
Promotional Expenses 32 (30,807,746) (48,184,513)
Operating Profit 109,966,504 303,324,343
Net Finance Income 33 110,117,497 47,603,957
Profit after Net Finance Income 220,084,001 350,928,300
Contribution to Consolidated Fund (100,000,000) -
Profit Before Tax 120,084,001 350,928,300
Income Tax Expenses 34 (60,921,156) (165,810,740)
Profit for the Year 59,162,844 185,117,561
Profit for the Year 59,162,844 185,117,561
Other Comprehensive Income - -
Total Comprehensive Income for the Year 59,162,844 185,117,561
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NATIONAL GEM & JEWELLERY AUTHORITY
CASH FLOW STATEMENT FOR THE YEAR ENDED 31 DECEMBER 2013

2013
Profit Before Tax 120,084,001
Adjustments for
Deprecation 25,259,064
Amortization of Intangible Assets 208,875
Provision for Retirement Benefit Obligations 8,115,151
Dividends (1,351,171)
Profit on Disposals of Fixed Assets (103,034)
Interest Income (110,141,997)
Finance cost on Liability to Make Lease Payments 24,500
Amortization of Right-to-use Land 2,364
Provision for Impairment of Deposits & Advances -
Bad Debts 1,404,560
Provision for Legal Claims 3,400,000
Provision for Impairment of Property, Plant & Equipment 1,952,934
Operating Profit Before Working Capital Changes 48,855,247
Changes in working Capital
Inventories (460,804)
Receivables 2,914,651
Deposits and Advances (1,018,568)
Prepaid Expenses 499,457
Employee Loans & Advances 90,128
Payables 26,543,054
Gemming Deposits 100,625,475
Deposits and Advances Received 24,168,449
Provisions and Accrued Expenses (1,799,657)
Cash Generated from Operations 200,417,432
Gratuity Paid (2,726,309)
Taxes Paid (135,980,365)
Net Cash from Operating Activities 61,710,758

2012

350,928,300

13,093,088
376,375
(115,661)
(838,432)
(10,976,843)
(47,138,919)
24,190
2,364
76,500
195,300
2,934,756

308,561,018

646,378
4,087,819
43,168
155,699
952,591
(3,220,158)
75,719,776
16,276,554
18,941,525
422,164,369
(10,848,643)
(7,123,178)

404,192,548
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Cash Flows from Investing Activities
Acquisition of Property, Plant and Equipment

Proceeds from Disposal of Fixed Assets
Acquisition of Intangible Assets
Dividend Received

Net Investment in Other Financial Assets
Net Investment in Treasury Bills

Interest Received

Net Cash from (used in) investing activities

Cash Flows from Financing Activities
Utilization of Gem Mining Welfare Fund
Settlement of Liability to Make Lease Payments
Contribution to Jewellery Development Fund
Contribution to Gem Rewards Fund

Net Cash From (used in) Financing Activities

Net Changes in Cash & Cash Equivalents
Cash & cash Equivalents at Beginning of the year

Cash & Cash Equivalents at End of the Year

(Note 15)

(12,141,003)
130,700
901,934

(94,670,183)

(24,771,625)

110,141,997

(20,408,179)

(300,000)

(26,325)
5,401,782
3,208,560

8,284,017

49,586,597
48,377,798

97,964,396

(59,737,840)
10,976,843
838,432
(240,365,948)
(160,141,058)
47,138,919

(401,290,651)

(129,000)

(26,325)
6,202,398
3,803,702

9,850,774

12,752,671
35,625,127

48,377,798
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1

NATIONAL GEM & JEWELLERY AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2013

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

11

12

1.3

Basis of Preparation

The financial statements of National Gem and Jewellery Authority (“Authority”) have been prepared in
accordance with Sri Lanka Accounting Standards (SLFRSs). The financial statements have been prepared under
the historical cost convention, as modified by the fair value of available-for-sale financial assets. The preparation
of financial statements in conformity with Sri Lanka Accounting Standards (SLFRSs) requires the use of certain
critical accounting estimates. It also requires management to exercise its judgment in the process of applying the
accounting policies. The areas involving a higher degree of judgments or complexity, or areas where

assumptions and estimates are significant to the financial statements are disclosed.

Changes in Accounting Policies
The changes in accounting policies set out below have been applied consistently to the periods presented in the
condensed financial statements and to the opening SLFRS statement of financial position at the date of transition

to SLFRSs, unless otherwise indicated.

The presentation and classification of the consolidated financial statements of the previous year have been

amended, where relevant, for better presentation and to be comparable with those of the current year.

Foreign Currency Translation

1.3.1  Functional and Presentation Currency
Transaction and balances included in the financial statements are measured using the currency of the
primary economic environment in which the entity operates. The financial statements are presented in

Sri Lanka Rupees (LKR), which is the Authority’s presentation currency.

1.3.2  Transactions and Balances
Foreign currency transactions are translated into the functional currency using the exchange rates
prevailing at the dates of the transactions. Foreign exchange gains and losses resulting from the
settlement of such transactions and from the translation at year-end exchange rates of monetary assets
and liabilities denominated in foreign currencies are recognized in the statement of comprehensive

income.

Translation differences related to changes in amortized cost are recognized in the statement of

comprehensive income.

1.3.3  Property, Plant and Equipment
Property, plant and equipment are initially recognized at cost including any costs directly attributable to
bringing the assets to the location and condition necessary for it to be capable of operating in the

manner intended by the management.
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134

135

Property, plant and equipment acquired before 1998 were carried at revalued amounts in the statement
of financial position prepared as at 31 December 2013. The Authority has elected such revalued amount
as deemed cost at the date of the revaluation as the revalued amount was broadly comparable to fair
value. Accordingly the property, plant and equipment are stated at deemed cost less accumulated
depreciation and any accumulated impairment losses. Property, plant and equipment acquired after 1998
are subsequently measured at cost less accumulated depreciation and any accumulated impairment

losses.

Subsequent costs are included in the asset’s carrying amount or recognized as a an asset, only when it is
probable that future economic benefits associated with the item will flow to the Authority and the cost
of the item can be measured reliably. All other repairs and maintenance are charged to the statement of

comprehensive income during the financial period in which they are incurred.

Land is not depreciated, depreciation on other assets is calculated using the straight-line method to

allocate their cost or deemed cost over their estimated useful lives, as follows:

Assets Category Rates
Buildings 30 - 50 Years 2% - 3.33 %
Partition 3 Years 33.33%
Laboratory and Jewellery Inspection Equipment 10 Years 10 %
Furniture and Office Equipments 10 Years 10 %
Motor vehicles 4 Years 25%
Computer Equipments 5 Years 20 %
Others 10 Years 10 %

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s

carrying amount is greater than its estimated recoverable amount.

Intangible Assets
Acquired computer software are capitalized on the basis of the costs incurred to acquire and bring to use
the specific software and systems. Intangible assets acquired are stated at cost less accumulated
amortization and accumulated impairment losses. These costs are amortized over their estimated useful
lives, as follows:

Assets Category Rates
Computer Software 5 Years 20%
Costs associated with maintaining computer software are recognized as an expense as incurred.

Leasehold land
Land held under leases is initially measured at an amount equal to present value of the lease payments
discounted using the incremental borrowing rate plus any initial direct costs incurred at the inception
and subsequently the leasehold land is measured at amortized cost. The value of leasehold land is
amortized over the lease period.

Assets Category Rates
Leasehold land 30 Years 3.33%
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1.3.6

Impairment of Non-Financial Assets

At each end of reporting period, the Authority reviews the carrying amounts of its property, plant and
equipment and intangible assets to determine whether there is any indication that those assets have
impaired. If any such indication exists, the recoverable amount of the asset is estimated in order to

determine the extent of the impairment loss.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in
use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate
that reflects current market assessments of the time value of money and the risks specific to the asset for

which the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset is estimated to be less than its carrying amount, the carrying
amount of the asset is reduced to its recoverable amount. An impairment loss is recognized immediately

in the statement of comprehensive income.

14 Financial Assets

141

Classification
The Authority determines the classification of its financial assets at initial recognition and classifies its
financial assets as follows:

I. Loans and receivables
I. Available for sale (AFS)
I1. Held to Maturity Investments (HTM)

I.  Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. Loans and receivables are included
in current assets, except for maturities greater than 12 months after the end of the
reporting period, which are classified as non-current assets. The Authority’s loans
and receivables comprise trade and other receivables, repurchase government
securities, advances, deposits, loans to employees and cash and cash equivalents in

the end of reporting period.

Il.  Available for sale (AFS)
Available-for-sale financial assets are non-derivatives that are either designated in
this category or not classified in any of the other categories. They are included in
non-current assets unless the investment matures or management intends to dispose
of it within 12 months of the end of the reporting period. Available for sale financial

assets comprise of long term unlisted equity investments.

I1l. Held-to- Maturity Investment (HTM)
HTM investments are non-derivative financial assets with fixed or determinable
payments and fixed maturity other than loans and receivables. Investments are
classified as HTM if the Authority has the positive intention and ability to hold them

until maturity.
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142

143

144

HTM investments are included in current assets unless maturities greater than 12
months after the end of the reporting period, which are classified as non-current
assets. The Authority currently holds investment in Treasury Bills designated into
this category.

Recognition and Initial Measurement
Financial assets classified as loans and receivables are recognized on the date on which the Authority
originates the transaction. Other financial assets are recognized on the trade-date on which the Authority

becomes a party to the contractual provisions of the financial instrument.

A financial asset is measured initially at fair value plus, in the case of assets not at fair value through

profit or loss, directly attributable transaction costs.

Financial assets are derecognized when the rights to receive cash flows from the financial assets have
expired or have been transferred and the Authority has transferred substantially all risks and rewards of

ownership of the financial assets.

Financial assets are derecognized when the rights to receive cash flows from the financial assets have
expired or have been transferred and the Authority has transferred substantially all risks and rewards of
ownership of the financial assets.

Subsequent Measurement
l. Loans and receivables

Subsequent to initial recognition, loans and receivables are measured at amortized cost using

the effective interest method, less provision for impairment.

. Available for sale (AFS)
After initial recognition, unlisted equity investments classified as AFS financial asset are
measured at cost less any Impairment losses, as currently its fair value cannot be estimated
reliably.

1l. Held-to- Maturity Investment (HTM)
HTM investments are measured subsequently at amortized cost using the effective interest
method less any impairment losses. Amortized cost is computed taking into account of
discount or premium on acquisition and transaction costs.

Impairment of financial assets

I Assets carried at amortized cost

The Authority assesses at the end of each reporting period whether there is objective evidence
that a financial asset is impaired. A financial asset is impaired and impairment losses are
incurred only if there is objective evidence of impairment as a result of one or more events that

occurred after the initial recognition of the asset (a ‘loss event’) and that loss event (or events)
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15

1.6

1.7

has an impact on the estimated future cash flows of the financial asset that can be reliably

estimated.

For loans and receivables and held-to-maturity investments carried at amortized cost, the
amount of the loss is measured as the difference between the asset’s carrying amount and the
present value of estimated future cash flows (excluding future credit losses that have not been
incurred) discounted at the financial asset’s original effective interest rate. The carrying
amount of the financial assets is reduced and the amount of the loss is recognized in the

statement of comprehensive income.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be
related objectively to an event occurring after the impairment was recognized, the reversal of
the previously recognized impairment loss is recognized in the statement of comprehensive

income.

. Available for sale (AFS)
The Authority assesses at the end of each reporting period whether there is objective evidence
that a financial asset is impaired. For unlisted equity investments, a significant or prolonged
decline in the value of the investments below its cost is also evidence that the assets are
impaired. If any such evidence exists for the unquoted investments, the amount of the
impairment loss is measured as the difference between the carrying amount of the financial
asset and the present value of estimated future cash flows discounted at the current market rate

of return for a similar financial asset. Such impairment losses are not reversed.

Inventories
Inventories are stated at the lower of cost and net realizable value. Cost is determined using the first-in, first-out

(FIFO) method. Inventories comprise of consumables and stationeries.

Receivables
Receivables are recognized initially at fair value (invoice value) and subsequently measured at the original
invoice value less provision for impairment as the dues are expected to be received within short period, such that

the time value of money is not significant.

The Authority assesses at the end of each reporting period whether there is objective evidence that receivables
are impaired. Objective evidences of impairment for receivables include the Authority’s past experience of
collecting payments and number of delayed payments. Receivables are impaired and impairment losses are

incurred, only if there is objective evidence of impairment. Receivables are assessed individually for impairment.

Cash and Cash Equivalents
In the statement of cash flows, cash and cash equivalents includes cash in hand, deposits held at call with banks,

other short-term highly liquid investments with original maturities of three months or less.
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1.9

1.10

111

Contributed Capital
Capital represents the initial capital comprising of amount lying to the credit of the State Gem Corporation and

transferred to the Authority.

Financial Liabilities

The Authority classifies financial liabilities into other financial liabilities. The Authority’s other financial
liabilities include payables, advance received on license fee, gemming deposits and other deposits received. The
other financial liabilities are recognized initially at fair value plus any directly attributable transaction costs.
Subsequent to initial recognition, these financial liabilities are measured at the original value as the dues are

expected to be paid within short period.

The Authority derecognizes a financial liability when its contractual obligations are discharged, cancelled or

expired.

Current and Deferred Tax

The tax expense for the period comprises current and deferred tax. Tax is recognized in the statement of
comprehensive income statement, except to the extent that it relates to items recognized in other comprehensive
income. In this case, the tax is also recognized in other comprehensive income. The current income tax charge is
calculated on the basis of the tax laws enacted at the reporting period end applicable for the Authority operate
and generate taxable income. Management establishes provisions where appropriate on the basis of amounts

expected to be paid to the tax authorities.

Deferred tax is recognized on temporary differences arising between the tax bases of assets and liabilities and
their carrying amounts in the financial statements. Deferred tax is not accounted for if it arises from initial
recognition of an asset or liability in a transaction other than a business combination that at the time of the
transaction affects either accounting nor taxable profit or loss. Deferred tax is determined using tax rates that
have been enacted at the reporting period end date and are expected to apply when the related deferred tax asset

is realized or the deferred income tax liability is settled.

Deferred tax assets are recognized only to the extent that it is probable that future taxable profit will be available

against which the temporary differences can be utilized.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets
against current tax liabilities and when the deferred taxes assets and liabilities relate to income taxes levied by

the same taxation authority.

Employee benefits

@) Defined Contribution plan
A defined contribution plan is a post employment benefit plan under which the Authority pays fixed
contributions into a separate entity. The Authority has no legal or constructive obligations to pay further

contributions. The contributions are recognized as employee benefit expense when they are due.
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1.12

1.13

The Authority contributes 15% on gross emoluments of employee to Employee Provident Fund (EPF)

and 3% on gross emoluments of employee to Employee Trust Fund (ETF).

(b) Defined benefit plan
The Authority obligation in respect of defined benefit plans is the present value of the defined benefit
obligation at the end of the reporting period. The defined benefit obligation is measured annually using
the projected unit credit method calculated using the gratuity formula. The present value of the defined
benefit obligation is determined by discounting the estimated future benefit that employee have earned

in return for their services in the current and prior period.

Gains and losses arising from changes in the assumptions, current service cost and interest are

recognized in the statement of comprehensive income in the period in which they arise.

The retirement benefit obligation is not externally funded.

(c) Short-term employee benefit
Short-term employee benefit obligations are measured on an undiscounted amount expected to be paid

for related services provided by the employees.

Provisions and Contingent Liabilities
Provisions for legal claim and other operational expenses are recognized when the Authority has a present legal
or constructive obligation as a result of a past event, it is probable that an outflow of economic resources will be

required from the Authority and amounts can be estimated reliably.

Provisions are measured at the estimated expenditure required to settle the present obligation, based on the most
reliable evidence available at the reporting date, including the risks and uncertainties associated with the present

obligation.

All contingent liabilities are disclosed as a note to the financial statements unless the possibility of an outflow

of resources is remote.

Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable, and represents amounts
receivable for sale of gemming rights, license fees, export commission and services rendered, stated net of
Value Added Taxes (VAT) and Nation Building Tax (NBT). The Authority recognizes revenue when the
amount of revenue can be reliably measured and when it is probable that future economic benefits will flow to
the Authority.

The Authority applies the revenue recognition criteria set out below to each identifiable major types of services

rendered.

a). Sale of Gemming Rights (Land Auction)
Sale of gemming rights is the quoted price charged for giving permits to licensee for gemming in

blocks reserved. Revenue is recognized at the time of issuing the gemming license.
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1.14

1.15

1.16

1.17

b). License Fee - Dealers and Lapidary License
License fee is recognized as revenue on a straight line basis over the life of license.

c). License Fee — Gemming, BACO and Gem Auction License
License fee is recognized as revenue at the time of issuing the gemming license.

d). Gems & Jewellery Export Commission (Export Service Fee and Katunayake Diamond Center
Service Fee)
Export Commission is recognized as revenue at the time of goods are ready for export.

e). Services
Revenue from site inspection is recognized at receipt of payments.

f).  Rental Income

Rental income is recognized on an accrual basis over the term of lease.

g). Interest Income
Interest income is recognized using the effective interest method.

h). Dividend Income
Dividend income is recognized when the right to receive payment is established.

i). Gain and Losses on Disposal of Property, Plant and Equipment
Gains and losses on disposals are determined by comparing the proceeds with the carrying amount and

are recognized in the statement of comprehensive income.

Expenses
All other expenditures incurred in the running of the operation are to income in arriving at the profit for the

reporting period.

Events after the Reporting Period
All material events after the reporting period have been considered and where appropriate adjustments or

disclosures have been made in the respective notes to the financial statements.

Commitments
All material commitments at the reporting period end have been identified and disclosed in the notes to the

financial statements.

Significant Accounting Estimates and Judgments
When preparing the financial statements, management undertakes a number of judgments, estimates and
assumptions about the recognition and measurement of assets, liabilities, income and expenses.
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. The following are significant judgments in applying the accounting policies that have most significant
effect on the financial statements.

@)

Recognition of Deferred Tax Assets

The extent to which deferred tax assets can be recognized is based on an assessment of the
probability of the future taxable income against which the deferred tax assets can be

utilized.

. Information about estimates and assumptions that have the most significant effect on recognition and
measurement of assets, liabilities, income and expenses is provided below:

@)

(b)

Useful life time of depreciable assets

Management reviews its estimate of the useful life time of depreciable assets at each
reporting date, based on the expected economic utility of the assets. Uncertainties in these
estimates relate to technical obsolescence that may change the utility of certain software

and IT equipment.

Defined benefit plan

The present value of the defined benefit plan obligations depends on a number of factors
that are determined on projected unit credit basis by using number of assumptions. The
assumptions used in determining the net cost and obligation for defined benefit plan
including the discount rate are disclosed in the note 22.1 Any changes in these

assumptions will impact the carrying amount of defined benefit obligation.
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Balance as at 01 January 2012
Fair Value Adjustment
Profit for the Year

Other Comprehensive Income
Total Comprehensive Income

Contribution to / (Utilization ) for the Year

Adjustment on Impairment

Balance as at 31 December 2012

Fair Value Adjustment

Profit for the Year

Other Comprehensive Income
Total Comprehensive Income

Prior Year Adjustment

Contribution to / (Utilization ) for the Year
Adjustment on Impairment

Balance as at 31 December 2013

NATIONAL GEM & JEWELLERY AUTHORITY

STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 31 DECEMBER 2013

Jewellery Gems

Contributed Gem Minning Development Gem Rewards Other Revaluation  Revaluation Retained Total

Capital Welfare Fund Fund Fund Reserve Reserve Reserve Earnings
30,000,000 27,356,498 17,455,083 29,499,189 - - 58,145,425 193,355,884 355,812,079
355,074,648 355,074,648
- - - - - - - 185117,560 185,117,560
896,004,287
- (129,000) 6,202,398 3,803,702 - - - - 9,877,100
(5,200,000) 5,200,000 -
30,000,000 27,227,498 23,657,481 33,302,891 - 355,074,648 52,945,425 383,673,444 905,881,387
- - - - - - - 59,162,844 59,162,844
965,044,231
(2,680,868) (2,680,868)
- (300,000) 5,401,782 3,208,559 - - - - 8,310,341
30,000,000 26,927,498 29,059,263 36,511,450 - 355,074,648 52,945,425 440,155,420 970,673,703
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NATIONAL GEM & JEWELLERY AUTHORITY

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2013

3 Property, Plant & Equipment

Cost
Freehold
Land
Buildings
Fixture & Fittings
Furniture
Office Equipment
Computer
Laboratory Equipment
Lapidary Equipment
Jewellery Equipment
Assay Equipment
Machine and Geuda Equipment
Motor Vehicle
Motor Bicycles
Bicycles
Library Books
Leasehold
Land

Depreciation

Freehold
Buildings
Fixture & Fittings
Furniture
Office Equipment
Computer
Laboratory Equipment
Lapidary Equipment
Jewellery Equipment
Assay Equipment
Machine and Geuda Equipment
Motor Vehicle
Motor Bicycles
Bicycles
Library Books

As At
01 January
2013

37,941,670
153,108,406
12,594,781
10,837,820
13,777,267
17,728,446
18,315,510
403,475
148,200
20,264,522
8,292,358
54,172,088
100,000
37,334
6,900

159,205
347,887,982

As At
01 January
2013

32,320,002
10,302,304
7,209,353
6,740,281
11,272,039
8,330,784
247,515
166,154
14,741,566
8,170,011
(470,793)
75,000
33,579

99,137,795

Additions

291,861
770,600
453,325
1,239,629
2,007,450
2,340,989

5,037,149

29,072,500

41,213,503

Charge for the

Year

3,995,403
830,033
895,211
1,185,540
2,052,982
1,695,027
32,200
1,454,862
105,855
12,986,015
25,000
936

25,259,064

(Disposals)

(32,325)
(449,500)
(391,683)

(70,100)

(943,608)

(Disposals)

(32,325)
(127,191)
(391,683)

(70,100)

(17,954)

31,771,320

31,132,067

As At
31 December
2013

37,941,670
153,400,267
13,365,381
11,258,820
14,567,396
19,344,213
20,586,399
403,475
148,200
25,301,671
8,292,358
83,244,588
100,000
37,334
6,900

159,205
388,157,877

As At
31 December
2013

36,315,405
11,132,337
8,072,239
7,798,630
12,933,338
9,955,711
279,715
148,200
16,196,428
8,275,866
44,286,542
100,000
34,515

155,528,926
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NATIONAL GEM & JEWELLERY AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2013

Net Carrying Values As At As At As At
31 December
2013 31 December 2012 01 January 2012
Freehold
Land 37,941,670 37,941,670 38,091,150
Buildings 117,084,862 120,788,404 121,472,936
Fixture & Fittings 2,233,044 2,292,477 2,880,032
Furniture 3,186,581 3,628,467 4,601,836
Office Equipment 6,768,767 7,036,986 5,198,862
Computer 6,410,875 6,456,407 5,867,971
Laboratory Equipment 10,630,688 9,984,726 3,330,898
Lapidary Equipment 123,760 155,960 188,160
Jewellery Equipment - (17,955) (17,955)
Assay Equipment 9,105,243 5,522,956 5,911,173
Machine and Geuda
Equipment 16,492 122,347 805,383
Motor Vehicle 38,958,045 54,642,881 13,703,672
Motor Bicycles - 25,000 50,000
Bicycles 2,819 3,755 4,691
Library Books 6,900 6,900 6,900
Leasehold
Land 159,205 159,205 159,205
232,628,951 248,750,186 202,254,914
Provision for Impairment (4,887,690) (2,934,756) -
227,741,261 245,815,430 202,254,914

The fair value of the Building constructed at Ehaliyagoda has been transferred to provision for impairment
due to non availability of resale value under road Development Authority disclousurs

Leasehold Land (Right-To-Use Land)

The Right-To-Use Land is measured at an amount equal to present value of the lease payments
discounted using the incremental borrowing rate incurred at the inception and is amortized over
the period of lease term.

Carrying Value of Right-To-Use Land
2013 2012
Capitalized Amount
As At 01 January 70,909 70,909

Initial Cost Incurred - -
Capitalized During the

Year - 70,909
As At 31 December 70,909 70,909
Amortization
As At 01 January 37,818 35,455
Amortization for the
Year 2,364 2,364
As At 31 December 40,182 37,818
Carrying Amount 30,727 33,091

The lease right of the land commenced on November 1997 for 30 years. The Right-To-Use Land recognized at
transition period (01 January 2011) is amortized over the remaining lease term up to November 2026.

Page 24



5

10

NATIONAL GEM & JEWELLERY AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2013

Intangible Assets

5.1 At Cost
Computer Software
Total

5.2 Amortization
Computer Software
Total

5.3 Net Carrying Values

Computer Software

Deferred Tax Asset / (Liability)
Balance at 01 January
Adjustment

Balance at 31 December

Other Assets

Rough Stone & Synthetic Stone

Exhibition Gem Stone

Advance Payment Gems and Gems Institute

Provision for Impairment

Available for sale (AFS) Financial Assets
Unlisted Investments

8.1 Unlisted Investments
The Associated Newspapers of Ceylon
Limited
G.S.M.B.Technical Services (PVT) Ltd

Inventories

Consumables Stock

Gems - Gauda Centre
Printing and Stationery Stock

Receivables
Receivables
Provision for Impairment

Others

As At
01 Jan. 2013

2,530,056
2,530,056

As At
01 Jan. 2013

2,172,265
2,172,265

(Note 8.1)

No. of Shares

20,000
100,000

Additions /
(Disposals)

Charge for the

Year

As At
01 Jan. 2013
357,792

2013
(16,062,221)

(2,230,123)
(18,292,344)

96,683
371,842,648
200,000
372,139,331
(200,000)
371,939,331

1,200,000

200,000
1,000,000
1,200,000

1,360,639
183,548
616,218

2,160,405

9,512,985
(1,407,972)
8,105,013
1,291,121
9,396,134

As At
31 Dece. 2013

2,530,056
2,530,056

As At
31 Dece. 2012

1,963,389
1,963,389

As At
31 Dece. 2012
566,667

2012
7,011,667
(23,073,888)
(16,062,221)

96,683
371,842,648
200,000
372,139,331
(200,000)
371,939,331

1,200,000

200,000
1,000,000
1,200,000

719,192
183,548
796,861
1,699,601

13,566,541
(1,407,972)
12,158,569

152,216
12,310,785
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12

13

14

15

16

17

18

NATIONAL GEM & JEWELLERY AUTHORITY

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2013

Held-to-Maturity Investment (HTM)
Carrying Amount at Amortized Cost
Treasury Bills

Deposits and Advances
General Deposit

Others

Rent Deposits

40% Land Auction
Security Deposits
Advance to Suppliers

Provision for Impairment

Employee Loans & Advances
Advances

Welfare Debts for Dead Loan
No pay Leaves

Vehicle Loan

Loans

Textile Loan
Distress Loans

Other Financial Assets

Fixed Deposits

Deposit at State Mortgage bank (for Employee Housing Loan)
State Institution Temporary Surplus Fund

Cash and Cash Equivalents

Cash and Bank Balances - LKR
Bank Balances - Foreign Currency
Petty Cash

Investments in REPO

Contributed Capital

Capital represents the initial capital comprising of amount lying to the credit of the State Gem Corporation and transferre

to the Authority.

Gem Mining Welfare Fund

The fund had been collected from gem miners till 2008 in compliance with National Gem and Jewellery Authority Ac
No.50 of 1993 Part | 14.(n), which requires the Authority to protect the employees works in the gem industry from dange

to life.

Jewellery Development Fund

This represents annual registration fee of Rs.5,000 collected from jewellery manufactures as proposed in the budget

proposals 2007 for supporting technology development in jewellery industry

216,381,558

32,143,890
19,525

54,500
1,925,552
34,143 467
(1,433,947)
32,709,520

80,496

169,332
400,171

186,522
12,823,229

13,659,749

625,854,003

13,522,485
639,376,488

55,692,429
37,119

42,234,847
97,964,396

191,609,933

299,750
2,401,790
7,296,233

22,090,642

54,500
981,984

33,124,899

(1,433,947)

31,690,952

146,641

232,259
728,260
5,955

252,556
12,384,206

13,749,877

541,699,421

3,006,884
544,706,305

19,355,133
3,659,811

25,362,854
48,377,798

L

=
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NATIONAL GEM & JEWELLERY AUTHORITY

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2013

Gem Rewards Fund

This represents fines imposed to parties who are charged for offences and the fines received by the Authority is credited to
the Fines fund as required by National Gem and Jewellery Authority Act; No.50 of 1993 Part IV 52. This fund is

maintained for rewarding raid team and employees as instructed by the Board Circular No.824.

Gems Revaluation Reserve
This represents the revaluation surplus of gems stones used as exhibits.

Revaluation Reserve

The revaluation reserve relates to the revaluation surplus of land and buildings, once the respective revalued assets have

been disposed, portion of revalued surplus is transferred to retained earnings.

Retirement Benefits Obligation

Balance at 01 January
Expense Recognized in the Statement of Comprehensive Income
note 22.1

Benefit Paid Year 2013
Adjustments made year 2013
Balance at 31 December
22.1 Expense Recognized in the statement

of comprehensive income

Interest Cost

Charge for the Year

(Gain) / Loss Arising From Changes in the Assumptions

2013

18,607,015
8,115,151

(2,726,300)

23,995,857

1,979,786
1,107,708
5,027,657

8,115,151

2012

29,571,319
(115,661)

(10,848,643)

18,607,015

3,548,558
756,216
(4,420,436)

(115,661)

These assumptions are developed by the Authority is based on the management's best estimates of variables used to

measure the retirement benefits obligation.

The principal assumptions used are as follows

Discount rate [%] 11
Future Salary Increases Average - Salary [%] 1.3
Staff Turnover Factor [%] 2.5
Retirement age [Yrs] 60

Discount rate is determined on the basis of market rates of long-term Government Bond.

12.0

13

7.2

60
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NATIONAL GEM & JEWELLERY AUTHORITY

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2013

23 Liability to Make Lease Payments
Gross Liability

As At 01 January 599,564 625,889
Recognized During the Year - -
Payments Made During the Year (26,325) (26,325)
As At 31 December 573,239 599,564

Finance Cost
As At 01 January 583,829 608,019

Recognized During the Year - -
Finance Cost Recognized in Comprehensive Income

During the Year (24,500) (24,190)
Finance Cost Allocated to Future Periods 559,329 583,829
Net Liability As At 31 December (13,910) 15,735

23.1 Classification of Liabilities

Settlements Fall Due Within One Year

Gross Liability 26,995 26,995
Finance Cost Allocated to Future Periods (24,765) (24,500)
2,230 2,495

Settlements Fall Due More Than One Year

Settlements Fall Due Within Two to Five Years

Gross Liability 131,625 118,463
Finance Cost Allocated to  Future Periods (126,444) (112,970)
5,181 5,493

Settlements Fall Due More Than Five Years

Gross Liability 414,619 454,106
Finance Cost Allocated to Future Periods (408,120) (446,358)
6,499 7,748
Total Settlements Fall Due More Than One Year 11,680 13,241
Total Net Liability As At 31 December 13,910 15,736
24 Payables
Creditors 62,031,660 -
Retention from Contractors 2,568,873 2,568,873
40% Sales proceeds from Land Auction Payable to LRC and owners of
Lands - 35,152,480
Other 115,325 451,451
64,715,858 38,172,804
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NATIONAL GEM & JEWELLERY AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2013

2013
25 Deposits and Advances Received
Receipts in Advance 1,668,387
License Fees 15,243,550
Employee Security Deposits 114,500
Advances from Customers 15,896
Over recoveries from Employees 3,066
Land Dispute Deposits 53,378,475
Tender Deposit 14,103,500
Shop Holder Deposit WTC 11,474,385
Medical Scheme Fund 280,000
Export Commission Deposits 125,997
Others 45,000
96,452,755
Statutory Payable
Corporate Tax (Note 26.1) 60,105,954
Value Added Tax 8,736,530
Withholding Tax (3,017,710)
Retained Gem Auction Tax 2.5% 22,633,413
Nation Building Tax 1,782,649
Stamp Fees 2,432,636
PAYE Tax (35,085)
92,638,388
26.1 Corporate Tax
Balance as at 01 January 1,414,921
Current Tax for the Year 58,691,033
Payment During the Year - Settlement of Previous Year Liabili -
- Self Assessment Payments -
Set off with Tax Credits - ESC
-WHT -
- Notional Tax -
Adjustment on (Under) / Over Provision in Previous Year -
Balance as at 31 December 60,105,954

27

Provisions and Accrued Expenses

Provision for Legal Claims 195,300

Accrued Expenses 19,265,460
19,460,760

2012

1,054,223
14,591,919
69,500
15,896
6,258
44,863,550
2,880,500
8,396,463
280,000
125,997

72,284,306

137,395,277
3,838,508
23,137,224
632,041
1,397,995
61,177
166,462,222

1,781,603
142,736,852
(1,781,603)
(2,000,000)
(3,325,782)
(15,793)

137,395,277

195,300
20,469,928
20,665,228
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NATIONAL GEM & JEWELLERY AUTHORITY

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2013

Revenue

Land Auction -Crown Land

Land Auction -LRC

Service and Appeal License Fees
Gemming License Fees

Dealers License Fees

Service Fees for Gifts and Samples
Gem and Jewellery Export Service Fee
Lapidary License Fees

Service fee - Geuda Export

LDO Land / Mineral Tax

Income from Fines

Gem Auction Permits

Gem Testing Charges

Income from Assay Office

License copying Charges

Service Fee - Katunayaka Diamond Center
Income from Gem Parcel Clearing
Foreign Currency Acceptance Permit
Environmental Protection

BACO Service Charges

Inspection Charges

Colour and 3D Cards

Sale of Gem

Forfeited Gemming

Other Income

Miscellaneous Income

W.T.C and Rathnapura Booth
Sales of Books

Dividends

Rental Income

Proceed of Auctioned Items

Profit on Disposals of Fixed Assets
Income from Insurance Agencies
Sale of Jewelery

Ordinery Membership fee- WTC

2013
7,672,714
15,114,475
763,440
37,148,274
30,364,822
222,000
96,606,783
207,800
3,438,550
4,621,500
11,862,249
638,200
7,310,998
4,014,743
98,200
10,224,552
1,410,000
293,321
(452,407)
25,185,500
67,172,600
1,977,287
39,697,648
5,102,250
370,695,500

1,664,792
20,385,819
(1,925)
1,351,171
1,194,579
1,409,522
103,034
342,866
183,412
96,906
26,730,178

2012
275,388,480
829,450
31,176,659
24,667,610
283,078
95,763,490
223,290
982,807
4,663,800
13,430,708
380,200
5,592,666
4,506,246
160,500
13,245,734
1,054,735
301,925
335,000
15,906,100
31,170,875
1,256,018
3,644,185
5,245,000
530,208,556

3,887,098
17,868,620
(1,551)
838,432
221,000
19,003
10,976,843
267,009
114,975

34,191,429
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NATIONAL GEM & JEWELLERY AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2013

2013 2012
30 Administration Expenses

Subscription 290,748 814,385
Entertainment (Local) 486,853 512,225
Telephone Charges 4,208,361 4,926,368
Postage and Stamps 992,058 814,552
Internet Charges 247,427 233,906
Telex and Fax Charges 74,921 71,531
Expenses of Board Members 620,905 468,750
Rent 3,520,511 2,480,539
Electricity 9,397,814 8,066,464
Rates and Taxes 919,390 927,157
Newspapers and Periodicals 92,016 120,140
Water tax and Charges 957,329 859,783
Advertising 853,070 255,263
Transport 104,214 194,995
Insurance 2,370,246 2,082,460
Legal Fees 3,668,733 606,339
Audit Fees for the Year 500,000 354,000
Over Provision of Audit fees in Previous Years - -
Survey Fees 370,002 59,500
Management Consultation 412,100 50,170
Maintenance of Building 4,246,674 3,784,346
Maintenance of Equipments 1,909,240 1,380,407
Security Services 2,459,209 2,568,134
Seminars and Training (Local) 912,422 701,727
Raid Expenses 328,977 536,628
General Auction Expenses 3,056,022 9,398,295
Donation 1,977,800 2,657,000
Consumable Assets 350,225 68,025
Office Supplies 1,530,931 2,148,232
Amortization of Right-to-use Land 2,364 2,364
Printing and Stationery 3,146,415 2,126,749
Laboratory Supplies 800,927 85,000
Environmental Expenses 7,183,612 1,277,517
Depreciation 25,259,064 13,093,088
Amortization of Intangible Assets 208,875 376,375
Rent W.T.C 15,844,811 14,482,199
Electricity Paid W.T.C 1,430,385 1,576,366
Legal Fees W.T.C (137,379) -
40 th Anniversary Expenses - -
Maintenance of Motor Vehicle 4,213,686 2,001,638
Oil and Fuel 8,532,071 7,066,448
Tyres and Tube 1,254,082 587,342
License and Insurance Motor Vehicle 1,316,336 1,765,808
Parking Charges 1,425 33,000
Vehicle Insurance Compensation (455,201) (183,060)
General Expenses 300,415 56,836
Project Expenses 3,014,321 1,053,597
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NATIONAL GEM & JEWELLERY AUTHORITY

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2013

Provision for Impairment of Deposits & Advances

Provision for Legal Claims

Bank Charges

Gem Land Rehabilitation Expenses
Unclaimed NBT

Bad Debts

Provision for Impairment of Property, Plant & Equipment

Written-off / (Back) Account

Personnel Expenses
Salaries and Allowances
Acting Allowances / Risk Allowances

Non Subject to E.P.F Salaries
Employees Provident Fund
Employees Trust Fund
Overtime

Payment for Working on Holidays
Awards (Gold Medals)

Leave Bonus

Interest Payed on Staff Housing Loans
Employee Incentives
Gratuity

Travelling (Local)
Uniforms for Staff
Staff Welfare

Labour Compensation
Medical Fees

Medical Fund
Transport Allowances

Promotional Expenses

Travelling - Overseas

Exhibition Expenses- Local
Exhibition Expenses- Foreign
Publicity - Local

Publicity - Foreign

Other

Written off of Irrecoverable Balances
Under Provision of Expenses

Net Finance Income
Interest Income

Interest on Fixed Deposits and Treasury Bills

Interest on Staff Loan

Interest Expenses

Finance cost on Liability to Make Lease Payments

2013
3,400,000
224,869
823,428
1,404,560
1,952,934

126,580,200

66,368,517
505,234

8,873,808
11,091,742
2,134,731
3,530,029
179,213

3,907,869
623,826
7,195,008
8,115,151
2,104,513
222,168
5,528,905
246,300
4,216,211
5,228,000
130,071,227

14,049,238
10,173,420
4,858,957

1,726,131

30,807,746

109,662,052

479,945
110,141,997

(24,500)
110,117,497

2012
76,500
195,300
228,070

818,324
2,934,756
(100,988)

96,694,548

64,184,692
657,002

8,916,922
10,476,487
2,052,685
2,800,118

429,628
399,065

3,821,351
339,988
7,031,445
(115,661)
2,162,098
451,321
4,404,190
100,000
4,500,000
3,585,250
116,196,580

2,307,720
25,296,665
4,001,221
5,480,298
1,312,072
9,786,538

48,184,513

47,138,919

489,228
47,628,147

(24,190)
47,603,957




NATIONAL GEM & JEWELLERY AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2013

2013 2012
34. Income Tax Expenses

Current Tax Expense (Note 34.1) 58,691,033 142,736,852
Adjustment on (Under) / Over Provision in Previous Year -
Deferred Tax Charge / (Reversal) (Note 6) 2,230,123 23,073,888
60,921,156 165,810,740

34.1 Reconciliation Between the Current Tax Expense and the Product of Accounting Profit
Accounting Profit Before Taxation 120,084,001 350,928,300
Aggregated Disallowable Items 146,720,857 44,667,653
Aggregated Allowable Items (26,491,622) (32,435,041)
Income from Other Sources (143,825,087) (78,053,179)
Profit/ (Loss) from Trade or Business 96,488,149 285,107,733
Other Income Liable for Tax - Interest Income 141,563,392 65,717,767
Total Statutory Income 238,051,541 350,825,500
Qualifying Payment (101,525,000) (2,657,000)
Tax Losses Utilized - (86,240,991)
Assessable Income / Taxable Income 136,526,541 261,927,509
Tax Charged at Statutory Tax Rate of 28% 38,227,431 73,339,703
Tax on Gross Dividend 20,463,602 69,397,149
Current Tax on Ordinary Activities for the Year 58,691,033 142,736,852

Tax Losses

Loss Brought Forward - 86,240,991
Loss Incurred - -
Loss Utilized - (86,240,991)

Loss Carried forward

35. Capital and Other Commitments
There were no material capital expenditure or other financial commitments approved by the Board of Directors as at the

reporting period end.

36. Events Occurring after Reporting Period
There were no events occurred, which required adjustments or disclosure in these financial statements between the 31

December reporting date and the date of authorization.

37. Contingent liabilities
The Authority has contingent liabilities in respect of legal claims arising in the ordinary course of business. Unless
recognized as a provision (Note 27), management considers these claims to be unjustified and possibility of an outflow
of resources for their settlement is remote. This evaluation is consistent with legal advices of the Authority's legal

division.

38. Related Party Disclosures
The Authority's related parties includes Treasury of Sri Lanka, Government related institutions, State owned enterprises

and key management personnel.
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NATIONAL GEM & JEWELLERY AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2013

Lanka Gemological Laboratory (PVT) Ltd was established with the Sri Lanka Gem & Jewellery Association out of
the funds collected from Gem & Jewellery exporters and the balance in the fund as at 31st December 2013 amounts to

Rs. 116,297,121/-.

38.1 Transactions with Key Management Personnel

According to the Sri Lanka Accounting Standards LKAS.24 “Related Party disclosures” key Management personnel

are those having responsibility for planning, directing and controlling the activities of the entity directly or indirectly.

Accordingly, the Board of Directors has been classified as key management personnel.

Transactions with Key Management Personnel are given below. 2013 2012
Remuneration and Other Short-Term Employee Benefits 2,011,950 2,011,950
Post Employment Benefits 20,056 20,056
38.2 Related Party Transactions
Details of significant related party transactions that Authority carries out are as follows:

Transaction Balance

Related Party Nature of Transactions for the Reporting Period Value (Due to) /

Due from
State-Ovyned Investment in Fixed Deposits and Treasury Bills 876,781,011 -

Enterprises

Withdrawal of Fixed Deposits and Treasury Bills 34,545,451 842,235,560
Investment in REPO 83,454,600 -
Withdrawal of REPO 41,219,753 42,234,847
Other Government Investment in Shares 1,000,000

Related Entities
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Chairman,

National Gem and Jewellery Authority.

Report of the Auditor General on the Financial Statements of the National Gem and
Jewellery Authority for the year ended 31 December 2013 in terms of the Section
14(2)(c) of the Finance Act, No. 38 of 1971

The audit of financial statements of the National Gem and Jewellery Authority for the year ended
31 December 2013 comprising the statement of financial position as at 31 December 2013 and
the comprehensive statement of income, 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 the
Section 13(1) of the Finance Act, No. 38 of 1971 and Section 21(1) of the National Gem and
Jewellery Authority Act, No. 50 of 1993. My comments and observations which I consider
should be published with the Annual Report of the Authority 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 furnished to the Chairman of the Authority on 24 April 2014.

1.2 Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with Sri Lanka 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.

@e 306/72, gl e, TDSBCE, G D, .- @e. 30672, Guredgta ), USBI(sdee, @emes. - No. 306/72, Polduwa Road, Battaramulla, Sri Lanka
%y +94-11-2887028-34 o +94-11-2887223

P
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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 Standards of Supreme Audit Institutions (ISSAT 1000 — 1810). Those
Standards require that I comply with ethical requirements and plan and perform the audit
to obtain reasonable assurance about whether the financial statements are free from
materialisstatements.

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
judgment, 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 Authority’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 Authority’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 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.

[ believe that the audit evidence I have obtained is sufficient and appropriate to provide a
basis for my audit opinion.

Basic for Qualified Opinion

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

Financial Statements

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
National Gem and Jewellery Authority as at 31 December 2013 and its' financial
performance and cash flows for the year then ended in accordance with Sri Lanka
Accounting Standards.
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2.2 Comments on Financial Statements

2.2.1 Non-compliance with Sri Lanka Accounting Standards

Non-compliance with the following Sri Lanka Accounting Standards were observed

during the course of audit.

Reference to Sri Lanka Accounting Non-compliance
Standards

(a) Sri Lanka Accounting (i) Even though the tax paid in the year
Stanidaid 7 under review amounted to
Rs.135,980,365 , that had been shown as
Rs.73,880,544 in the cash flow

statement.

(i) An expenditure of Rs.12,141,003 had
been incurred in the year under review
for the acquisition of assets while an
adjustment of Rs.29,072,500 had been
made to the assets. A sum of
Rs.41,213,503  which included that
adjustment had been shown as
investment cash flows in the cash flow

statement.

(iii) Even though the total dividends received
in cash in the year under review
amounted to Rs.901,934 , that had been
shown as Rs.811,171 in the cash flow
statement.

(iv) Even though cash received from the
disposal of assets in the year under
review amounted to Rs.130,700 , that
had been shown as Rs.934,608 by
adding the adjustments of Rs.449,500
made to the asset.
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(v)  Even though a provision of Rs.1,952,934
had been made in the year under review
for the impairment of assets that had
been shown as Rs.37,001,579 in the cash

flow statement.

(b) Sri Lanka Accounting The fair value of 12 motor vehicles valued at
Standard 16 Rs.31,300,527 purchased in the years 2005,

2006, 2007 and 2008 of which the written

down value had been zero, had not been shown

in the books, whereas the idle ornament

equipment, machinery and geuda equipment

costing Rs.8,275,635 of which book value had

been zero, had been included under the non-

current assets.

(c) Sri Lanka Accounting The interest on fixed deposits amounting to
Standards 32 and 39 Rs.216,381,558 and Rs.625,854,003 invested

with the objective of being held still maturity

had not been brought to account under the

effective interest rate.

2.2.2 Accounting Deficiencies

The following observations are made.

(a) The provision for depreciation on 7 motor vehicle costing Rs.43,140,179
purchased in the preceding year had not been made in that year and as such the
balance of the provision for Depreciation Account of the year under review had

been understated by a sum of Rs.7,958,059.

Page 38



& MR eeNBHe@mind
bs

DU DU KDt RIS fenint i bl
Auditor General’s I)LPl[[I ent

l

AGDSE J

(b) A sum of Rs.540,937 payable to the suppliers of jewellery had been credited to
the Jewellery Development Account instead of being credited to the respective

Creditors Account thus overstating the balance of that account while the Creditors

Account had been understated by that amount.

(c) The sum of Rs.542,250 paid at the acquisition of two motor vehicles purchased on
lease purchase system only had been brought to account and as such the total cost

of those motor vehicles had not been computed and brought to account.

2.2.3 Accounts Payable

Sums of Rs.23,148,095 and Rs.2,568,825 payable in connection with land auctions and
10 per cent retention money respectively had been brought forward over a period of 05

years without being settled.

2.2.4 Lack of Evidence for Audit

The evidence indicated against the following items in the financial statements had not

been furnished for audit.

[tem Value Evidence not made
-------------- available
Rs.

Land at Belideniya 889,000 Title Deed

Land at Naula 538,800 Title Deed

Contract on Modernisation of 2,724,037 Contract Agreement, Bills
Ratnadeepa Showroom and  Work  Completion

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

The following instances of non-compliance were observed.

Reference to Laws, Rules, Regulations Non-compliance

_and Management Decisions

(a) Establishments Code of the
Democratic Socialist Republic of

Sri Lanka

Chapter 1I Section 5.2.6 Even though a Selection Board including
an officer of the Ministry should be
appointed for recruitments and promotions
without doing so promotions had been
made on the private commendations given
by the Board of Governors.

(b) Financial Regulations of the

Democratic Socialist Republic of

Sri Lanka

Financial Regulation 142(2) In performing a service for a fee or charge
receivable to the Government or the issue
of licence and permits, such service should
not be performed until the recovery is
received and realized. Nevertheless, the
service charges amounting to Rs.1,015,158
recoverable on the export of gems and
jewellery recoverable on the value thereof
had been recovered after delays ranging

from 02 days to 16 days.
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Financial Regulation 371(b)

(¢) Procurement Guidelines No. 8 of
25 January 2006
Guideline 2.7.5

Guideline 2.8.4

(d) Public Enterprises Circular No. 39
of 09 October 2006

(¢) Public Administration Circular No.

22/99 ot 08 October 1999
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Even though the advances granted for any
purpose should not exceeded Rs.20,000 ,
advances exceeding that limit had been
granted.

Even though a representative of the line
Ministry should be appointed to the
Departmental Procurement Committee, it
had not been so done in connection with
the contract for the modernization of the
Ratnadeepa showroom fuel at

Rs.2,383,533.

A member from the Ministry or from an
external institution had not been appointed
to the Technical Evaluation Committee

appointed for the above contract.

The Chairman, the Director General and

the Director (Land, Mining and
Environment) had obtained 2,291 litres of
fuel valued at Rs.364,600 and 2,476 litres
of level fuel at Rs.400,007 and 3,282 litres
of fuel valued at Rs.396,856 respectively
during the year under review without

obtaining prior approval.

Official Motor vehicles had been allocated
to 08 senior officers of the Authority not
entitled to use official motor vehicles for
private purposes without obtaining the
approval of the Secretary to the Ministry.
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(f) Letter No. DMS/E2/33/7/2013/3
dated 03 November 2011 of the
Department of  Management

Services

(g) Letter of the Director General of
the National Gem and Jewellery
Authority dated 01 December 2011.
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Even though the creation of new posts in
addition to the approved staff is not
allowed, promotions had been made to two
posts of Valuer / Gemmology though only

one post had been approved.

Even though a period of 06 months had
elapsed after the export of the stocks of
gems valued at Rs.251,265,020 for foreign
exhibitions, action had not been taken for
the recovery of the service charge on those

stocks of gems amounting to Rs.807,467.

Transactions not supported by Adequate Evidence

The following observations are made.

(a) A sum of Rs.340,504 exceeding the value of the contract for the modernization of

the Ratnadepa Showroom situated in the World Trade Centre amounting to

Rs.2,383,533 had been paid to the contractor without obtaining the approval of the

Procurement Committee.

(b) A sum of Rs.2,456,515 out of the Jewellery Development fund created by

utilizing the sum of Rs.5,000 charged for the annual renewal of licences of the

Jewellery Shops had been paid for other purposes.
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Financial Review

Financial Results

According to the financial statements presented, the financial result of the Authority for
the year ended 31 December 2013 amounted to a pre-tax net-profit of Rs.120,084,002 as
compared with the corresponding net profit of Rs.350,928,300 for the preceding year and
as compared with the preceding year, a deterioration of Rs.230,844,298 in the financial
result was indicated. The decrease of income by a sum of Rs.104,460,767 and the
increase of expenditure by a sum of Rs.126,383,532 had impacted the deterioration in the
financial results. The land auction income included in the income as compared with the

preceding year had decreased by Rs.260,274,001 in the year under review.

Profitability
2009 2010 2011 2012 2013
Rs. Rs. Rs. Rs. Rs.
Income 219,443,811 228,963,191 250,300,467 612,003,941 507,543,175
Expenditure 230,941,998 261,929,677 222,488,066 261 ,075,641 387,459,173
Pre-tax Profit / (11,498,187) (32,966,486) 27,81 2,401 350,928,300 120,084,002
(Loss)

It was observed that the profitability of the Authority had been subjected to heavy

fluctuations during the several preceding years.

Analytical Financial Review

The following observations are made.

(a) The total income of the Authority for the year under review as compared with the

preceding year had decreased by a sum of Rs.104,460,767 or 17 per cent.

(b)  The total expenditure of the Authority for the year under review as compared with

the preceding year had increased by a sum of Rs.126,383,532 or 48 per cent.
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(c) The net cash flow generated from the operating activities in the year under review

amounted to Rs.90,541,060 and that amounted to Rs.404,192,548 in the preceding

year.

(d)  Even through the equity to operating profit ratio amounted to 33.5 per cent in the

preceding year, that had been 1.02 per cent in the year under review, thus

indicating the considerable deterioration.

Legal Action instituted against the Institution and by the Institution

The following observations are made.

(a) Seven external individuals had filed seven cases in the Courts against the

Authority claiming compensation amounting to Rs.3,400,000.

(b) The Authority had filed a case in the Courts against an external individual for a

fraud of Government money for the recovery of a sum of Rs.2,964,625 and the

losses related thereto.

Abnormal Increases in Expenditure

An abnormal increase in the following expenditure as compared with the preceding year

was observed.

Particulars

Maintenance
Expenditure on
Motor Vehicles

Legal Expenses

2013

4,213,686
3,668,733

2012 Increase  Percentage
of
Increase
Rs. Rs.
2,001,638 2,212,048 110
606,339 3,062,394 505

Observations

Expenditure on servicing

motor vehicles had increased.

Provision had been made for

expected legal fees.
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4.1
4.1.1

4.1.2

Allocations for

Compensation 3,400,000 195,300 3,204,700

Provision for

Depreciation 25,259,064 13,093,088 12,165,976

Transport
Allowances 5,228,000 3,585,250 1,642,750
Gratuity 8,115,151  (115,661) 8,230,812

Operating Performance

Performance

Auction of Gemming Lands

The following observations are made.

-

AGDST
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Allocations had been made
for various cases.

New motor vehicles had been
purchased and depreciated.
Allowance had been
increased.

A new accounting policy had
been introduced for the

adjustment of gratuity.

(a) Action had not been taken up to date to obtain the release of the land allocated to

the Kuruwita Nalanda Ellawala Industrial Town for gem mining.

(b) Even though the gemming lands of Barawardhana Oya and Hasalaka Oya had

been auctioned, several buyers had paid adavances on the bid amounts, action had

not been taken for the recovery of the full amount and issue licences for gem

mining.

Export of Gem and Jewellery

(a) Special Project for Export of Cut and Polished Gems

The following observations are made.

(1) Thirty three vouchers relating to the gem containers for export of gems

without inspection on the payment of US$ 1,500 had been issued and the

Customs at the Airport should cancel those vouchers and return to the

Authority along with the invoices relating thereto. Nevertheless, action

had not been taken recall 10 vouchers. As such the Authority could not

furnish the accurate statistics on the value of gem exports to audit.

Page 45




(b)

(c)

(i)

| e wom

| SOHFMNIED ce)SmeEno

I b it psnas DG BSDish
o ’ Auditor General’s Department

AGDST

In terms of Section 14(1)(f) of the National Gem and Jewellery Act, No.
50 of 1993, prevention of illegal export of gems from Sri Lanka is one of
the key functions of the Authority. Nevertheless, that objective had not
been achieved as the Valuers of the Authority do not examine and value

the gems exported under the new methodology.

Service Fee Waiver Facility for the Export of Gems for Foreign Exhibitions

The following observations are made.

(1)

(i)

Even though the unsold gems of high value exported for foreign
exhibitions are brought back, the Authority had not followed
methodologies for photographing and measurement of gems in order to

ensure that the same gems carried to foreign countries are brought back.

The approval for export and the laboratory test reports obtained abroad
had not been furnished in connection with gems with export value of
Rs.6,096,256 exported under the Service Fee Waiver Facility for

laboratory tests abroad.

Grant of Trade Licences for Export of Gems

The following observations are made.

(1)

(i)

In the issue of trade licences for the export of gems fees are recovered
based on the value of the stock of gems and the owners of licences with
lesser values, renew their lecences temporarily for a higher value. But a
methodology for the examination of such renewals had not been
formulated.

Despite the availability of a system for the payment of Rs.1,000 and obtain
a trade licence under the same day service in accordance with the Citizens
Charter of the Authority, instead of the new trade licence that should be
obtained for exceeding the limit of the stock, permission for export had
been granted based on invoice for the payment of the fee.
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4.1.3 Lease of Trade Stalls of the World Trade Centre

An area of 8,700 square feet of the World Trade Centre had been obtained on rent basis

and trade stalls had been given on rent basis to persons engaged in the gem and gem

embossing industry.

The following observations are made.

(a)

(b)

(c)

(d)

(e)

Out of the trade stalls given on rent, the Authority had failed to recover the arrears
of rent amounting to Rs.1,404,560 due from 04 trade stalls for the years 2008,
2009 and 2010.

Even though a Legal Division consisting of 04 officers including 02 Lawyers had
been established in the Authority, out of the sum of Rs.177,944 recovered as the
Lawyers’ fees for signing the rent agreements for the years 2012/2013, a sum of
Rs.88,972 representing 50 per cent had been paid to the Legal Officer as the
notarial fees. A difference in the name used for that purpose and the name used

for obtaining the salaries from the Authority was observed.

Lawyer’s fees amounting to Rs.54,329 had been recovered from 3 trade stalls for
which rent agreements had not been signed. The actual rent of 2 trade stalls had
been understated by a sum of Rs.305,048 in the rent agreements and as such the

stamp duty amounting to Rs.3,050 had been under-recovered.

Rent agreements for the year 2013/2014 had not been signed for 11 trade stalls
while the rent agreements for the balance 26 trade stalls had been signed in the

private office of the Legal Officer using the official seal of the Authority.

Even though the Legal Officer of the Authority is entitled to write deeds only for
lands within the area of authority of the High Court of Avissawella, she had
signed the rent agreements relating to lands and properties situated in the area of

authority of the High Court of Colombo.
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Management Inefficiencies

The following observations are made.

(a) Even though a double cab motor vehicle used by the Ministry of Environment had
met with an accident and the loss had not been assessed and recovered from the

parties responsible.

(b) A sum of Rs.92,948,578 had been paid to a private institution in the year 2009 for
the construction of a laboratory. That laboratory had not been established even by
March 2014. That institution had earned interest amounting to Rs.39,079,371 by
investing the money from the year 2009 up to the end of the year under review

and the Authority had been deprived of that interest income.

() A sum of Rs.2,995,700 had been spent by the end of the year under review on the
Ratnadepa Showroom maintained on 575 square feet of the World Trade Centre.
Even though it had been commenced with the objective of encouraging the small

and medium scale industrialists that objective had not been achieved.

Idle and Underutilised Assets

The following observations are made.

(a) The equipment valued at Rs.4,352,949 purchased in the year under review for the
establishment of a laboratory in the Galle area had been idling and action had not

been taken even by March 2014 for the establishment of the laboratory.

(b)  Five photocopiers valued at Rs.443,000 purchased in the years 2002, 2003 and
2004 and handed over to the stores in the years 2011 and 2012 remained idle even
by the end of March 2014.
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Staff Administrative

The following observations are made.

(a) The approved staff as at 31 December 2013 stood at 220 and the actual staff stood
at 181 thus resulting in 39 vacancies. Out of the vacancies, 14 related to staff
grades and 24 related to the non-staff grades. Nevertheless, 55 employees had

been recruited on contract basis.

(b) Four officers who had not-fulfilled the full qualifications according to the Scheme

of Recruitment had been confirmed in service.

Identified Losses

Sixty two gem stones of export value of Rs.39,694,672 had been exported on the
payment of Rs.1,000 as laboratory test fees. Out of those gem stones, 22 had been sold at
a foreign exhibition. Even though the export had not been made on the basis of Service
Fee Waiver Facility by paying Rs.10,000 as handling charges, a sum of Rs.45,885 only
had been recovered as service charge on the items sold. The Authority had incurred a loss

of Rs. 152,588 as the recoverable service charge of Rs.198,473 had not been recovered.

Apparent Irregularities

Recruitment to the post of Human Resource Manager had been made by specifying the
salary at 8 salary steps ahead and as such overpayments of salary amounting to Rs.79,200
and holiday allowance and incentives amounting to Rs.36,844 had been made in the year

under review.

Motor Vehicles Utilisation

The following observations are made.

(a) The fleet of 23 motor vehicles of the Authority in the preceding year remained
even by the end of the year under review. Particulars of the utilization of the

motor vehicles are given below.
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Particulars 2013 2012
Rs. Rs.
Fuel Consumption 8,532,071 7,066,448
Tyres and Tubes Fitted 1,254,082 587,342
Maintenance Expenses 4,213,686 2,001,636
Licenses and Insurance 1,316,336 1,765,808
Expenses
15,316,175 11,421,234

Accordingly, as compared with the expenditure for the year 2012, the expenditure

on motor vehicles had increased by a sum of Rs.3,894,941 | that is 34 per cent.
(b) The motor car used by the Chairman had run 23,415 kilometres from February
2013 to February 2014 and a sum of Rs.328,530 had been spent for the purchase

of 10 tyres for that purpose.

Unsettled Audit Paragraphs

The former Chairman and the former Director General of the Authority had used
additional fuel valued at Rs.728,501 and Rs.276,488 respectively in the year 2012
without approval and action had not been taken for the recovery of the money from those

officers.

Build up of a Fund for the Provision for Employees’ Gratuity

Even though a provision of Rs.23,995,857 had been made in terms of the provisions in
the Payment of Gratuity Act, an arrangement for the supply of funds to settle the future

liabilities had not been made.

\‘ nnurlunnu v,)um . b sh bbaufl
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5. Accountability and Good Governance

oA | Corporate Plan

Even though the following activities set out in Section 14 of the National Gem and
Jewellery Authority Act, No. 50 of 1993 had been included in the Corporate Plan for

implementation, no action had been taken for the implementation of those activities.

Section Particulars

14(d) To undertake training of individuals and improvement specially in heat

treatment and gem cutting for the improvement of the industry.

14(e) To take necessary courses of action to create confidence of the gem

and jewellery industry among the expected future buyers.

14(f) Prevention of illegal removal of gem stones from Sri Lanka and illegal
gemmining.
14(m) Improvement of the gem and jewellery industry in Sri lanka and the

creation of necessary Liaison with the Government Departments.

5.2 Action Plan

_The physical progress of the Authority according to the Action Plan for the year 2013 as

compared with the financial information is given below.

Targeted Activity Actual Performance

(a) Formulation of a National Policy Even though this activity had been identified
in the Corporate Plan for the years 2009 to
2013 for finalization of implementation in
the years 2010/2011 the Authority had failed
to implement it even during the year under
review.

of the Gem and Jewellery

Industry
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(b)

(©)

(d)

(¢)

(

(2)

Conduct a Census of the Gem

and Jewellery Industry

To obtain legal validity for the
analysis of the precious metals
of all kinds of jewellery and

stamping.

Reducing the export of Geuda to
‘605?

Establishment of a Special Task
Force for the Cessation of illegal

gem mining

To increase the export value of

Gems and Jewellery

Creation of Human Resources
commensurate with the demand
of the Gem and IJewellery
Industry to achieve  good
competitiveness and resources.

.
| Bogmnded

|

o \ Auditor General’s Department

According to the Corporate Plan this should
have been completed in the years 2009/2010.
But it had not been conducted even in the

year under review.

This has to be spread throuout the entire
Island. Even though a sum of Rs.85 million
had been allocated for the establishment of a
laboratory in the city of Galle, it had not

been implemented in the year under review.

Even though provision of Rs.5 million had
been made in the year under review for
providing facilities for heat treatment and
training and introducing cost effective
systems, no progress of that had been

achieved.

This had not been done up to the end of the

year under review.

Even though 08 foreign exhibitions had been
planned for the year under review and
allocation of Rs.17.8 million had been made
for the purpose, the progress had been at 50

per cent level.

Action had not been taken to fill the
following vacancies which
committed to the Gem
Industry.

Assistant Director (Valuation / Gemmology)

are directly
and Jewellery
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Development Assistant
Environment Assistant
Export Services Officer
Valuer / Gemmology Assistant
Laboratory Technicians
Assistant Technologist
(h)  Creation of for the gem mining

Social A welfare system

Responsibility ~ through  the community had not been created up to the

creation of a detailed welfare end of the year under review.
system

(i)  Establishment of an Advanced Not done up to the end of the year under

Laboratory for the examination review.

and certification of gems

Procurement Plan

A detailed Procurement Plan in terms of Section 4.2.1 of the Procurement Guidelines
with separate identification of the requirements of each Division and specifying the civil
works, goods and other services that should be procured during the respective periods had

not been prepared.

Budgetary Control

Significant variances were observed between the budgeted information and the actual
information thus indicating that the budget had not been made use of as an effective

instrument of management control.

Tabling of Annual Reports in Parliament

The Annual Report for the year 2012 had not been tabled in Parliament even by May
2014.
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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 Authority by the detailed report issued in terms of

Section 13(7)(a) of the Finance Act, No. 38 of 1971. Special attention is needed in

respect of the following areas of control.

(a)
(b)
(c)
(d)
(e)
()

Accounting

Maintenance of Motor Vehicles

Supervision of the Conditions of Gemming Licences
Conducting Auctions of Gem Lands

Human Resources Management

Grant of Advances

H.A.S.Samaraweera

Auditor General
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