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Sugathadasa National Sports Complex Authority - 2023   

--------------------------------------------------------------------------- 

1.     Financial Statements 

1.1 Qualified Opinion 

 

The audit of the financial statements of the Sugathadasa National Sports Complex Authority for the 

year ended 31 December 2023 comprising the statement of financial position as at 31 December 

2023 and the statement of financial performance, statement of changes in equity and cash flow 

statement for the year then ended, and notes to the financial statements, including accounting policy 

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 provisions 

of the National Audit Act No. 19 of 2018 and the Finance Act No. 38 of 1971. My comments and 

observations which I consider should be report to Parliament appear in this report. 

 

In my opinion, except for the effects of the matters described in paragraph 1.5 of this report, the 

accompanying financial statements give a true and fair view of the financial position of the  

Authority as at 31 December 2023 and of its financial performance and its cash flows for the year 

then ended in accordance with Sri Lanka Public Sector Accounting Standards. 

 

1.2 Basis for Qualified Opinion 

 

My opinion is qualified on the matters described in paragraph 1.5 of this report 

 

I conducted my audit in accordance with Sri Lanka Auditing Standards (SLAuSs). My 

responsibilities, under those standards are further described in the Auditor’s Responsibilities for the 

Audit of the Financial Statements section of my report. I believe that the audit evidence I have 

obtained is sufficient and appropriate to provide a basis for my qualified opinion. 

 

1.3 Responsibilities of Management and Those Charged with Governance for the Financial 

Statements 

 

Management is responsible for the preparation of financial statements that give a true and fair view 

in accordance with Sri Lanka Public Sector Accounting Standards, and for such internal control as 

management determine is necessary to enable the preparation of financial statements that are free 

from material misstatement, whether due to fraud or error. 

 

In preparing the financial statements, management is responsible for assessing the Authority’s 

ability to continue as a going concern, disclosing, as applicable, matters related to going concern and 

using the going concern basis of accounting unless management either intend to liquidate the 

authority or to cease operations, or has no realistic alternative but to do so.  

 

Those charged with governance are responsible for overseeing the Authority’s financial reporting 

process. 

 

As per Sub Section 16(1) of the National Audit Act No. 19 of 2018, the Authority is required to 

maintain proper books and records of all its income, expenditure, assets and liabilities, to enable 

annual and periodic financial statements to be prepared of the Authority. 
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1.4 Auditor’s Responsibility for the Audit of the Financial Statements 

 

My objective is to obtain reasonable assurance about whether the financial statements as a whole are 

free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that 

includes my opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that 

an audit conducted in accordance with Sri Lanka Auditing Standards will always detect a material 

misstatement when it exists. Misstatements can arise from fraud or error and are considered material 

if, individually or in the aggregate, they could reasonably be expected to influence the economic 

decisions of users taken on the basis of these financial statements. 

 

As part of an audit in accordance with Sri Lanka Auditing Standards, I exercise professional 

judgment and maintain professional scepticism throughout the audit. I also: 

  

 Identify and assess the risks of material misstatement of the financial statements, whether due 

to fraud or error, design and perform audit procedures responsive to those risks, and obtain 

audit evidence that is sufficient and appropriate to provide a basis for my opinion. The risk of 

not detecting a material misstatement resulting from fraud is higher than for one resulting 

from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, 

or the override of internal control. 

 

 Obtain an understanding of internal control relevant to the audit 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 internal control. 

 

 Evaluate the appropriateness of accounting policies used and the reasonableness of accounting 

estimates and related disclosures made by the management. 

 

 Conclude on the appropriateness of the management’s use of the going concern basis of 

accounting and based on the audit evidence obtained, whether a material uncertainty exists 

related to events or conditions that may cast significant doubt on the Authority’s ability to 

continue as a going concern. If I conclude that a material uncertainty exists, I am required to 

draw attention in my Auditor’s report to the related disclosures in the financial statements or, 

if such disclosures are inadequate, to modify my opinion. My conclusions are based on the 

audit evidence obtained up to the date of my auditor’s report. However, future events or 

conditions may cause the authority to cease to continue as a going concern. 

 

 Evaluate the overall presentation, structure and content of the financial statements, including 

the disclosures, and whether the financial statements represent the underlying transactions and 

events in a manner that achieves fair presentation. 

 

The scope of the audit also extended to examine as far as possible and as far as necessary the 

following; 

 

 Whether the organization, systems, procedures, books, records and other documents have 

been properly and adequately designed from the point of view of the presentation of 

information to enable a continuous evaluation of the activities of the authority, and whether 

such systems, procedures, books, records and other documents are in effective operation; 
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 Whether the authority has complied with applicable written law, or other general or special 

directions issued by the governing body of the Authority; 

 

 Whether the authority has performed according to its powers, functions and duties, 

 

 Whether the resources of the authority had been procured and utilized economically, 

efficiently and effectively within the time frames and in compliance with the applicable 

laws. 

 

1.5 Audit observations regarding the preparation of financial statements 

1.5.1 Non-compliance with Sri Lanka Public Sector Accounting Standards 

 

Non Compliance with the reference 

to particular Standard  

 

Comments of the Management Recommendation 

(a) Although the paragraph 65 of Sri 

Lanka Public Sector Accounting 

Standard No. 07 requires an asset 

to be reviewed at least at the end of 

each annual reporting period, the 

property, plant and equipment with 

a cost of Rs. 7,250 million as at 31 

December 2023 had not been 

reviewed and about the property, 

plant and equipment valued at Rs. 

747.8 million, which had been 

fully depreciated, had not been 

disclosed in the financial 

statements. 

The attention will be drawn to this 

matter in the future and a written 

request has been sent to the 

Valuation Department requesting 

that the necessary arrangements be 

made to assess the land and 

buildings. Furthermore, in the 

future, the action will be taken to 

disclose fully depreciated property, 

plants and equipment in the 

financial statements. 

Financial statements 

should be prepared 

in accordance with 

Sri Lanka Public 

Sector Accounting 

Standards and fully 

depreciated assets 

should be reviewed. 

   

((b)     Any disclosure had not been made 

in the financial statements 

regarding related party 

transactions in accordance with 

Sri Lanka Public Sector 

Accounting Standard No. 14. 

Related party transactions have not 

been identified as at 31 December 

2023. This will be disclosed in the 

financial statements in the future. 

 

According to Sri 

Lanka Public Sector 

Accounting 

Standards, 

contingent assets 

and liabilities should 

be disclosed in the 

financial statements. 

1.5.2 Accounting Deficiencies 

 

Audit Observation Comments of the Management  Recommendation 

 

(a)  The constructions of Rs. 

164.9 million as at 31  

December  2023, which were 

included in the constructions 

of Rs. 202.8 million, were 

included in the works in 

progress in the financial 

 The balance of Rs. 201,827,713 in the 

work in progress account was not 

capitalized due to reasons such as the 

non-submission of the work completion 

report. 

 

 

Assets that are used 

after construction is 

completed should be 

capitalized. 
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statements, had not been 

capitalized. 

   

(b) Since the membership fees 

and sports hall allocation 

income of Rs. 3.6 million 

received for the coming year 

were recognized as income 

for the year under review, the 

financial statements had 

shown income over stated and 

current liabilities under stated 

by that amount . 

As discussed at the Management 

Committee meeting, it was 

recommended that if the income from 

membership fees and stadium 

reservations for the coming year is 

received before December 31 of the 

year under review, that amount should 

be included as the income for the year 

under review and clearly disclosed in 

the accounting notes. 

Action should be taken 

to identify the income 

and expenses related to 

the year. 

 

1.5.3    Lack of documentary evidence for Audit 

 

Item Amount Rs. 

million 

Lack of 

Documentary 

evidence  

Comments of the 

Management  

Recommendation 

Land 2,856.6 Detailed schedules, 

asset records, title 

deeds 

Only schedules relating to 

lands costing Rs. 

2,856,612,140 as at 31 

December 2023 have been 

submitted. 

The required 

information 

should be 

submitted to the 

audit. 

Stock 8.8 Stock verification 

reports 

Not commented 

 

1.6 Receivable and Payable Accounts 

1.6.1 Receivable  Accounts 

 

Audit Observation  Comments of the Management Recommendation 

(a)   There was a balance of 

Rs. 32.4 million as at 31  

December  2023, due 

from 42 different 

institutions and 

individuals, and within 

this balance, Rs. 7.6 

million and Rs. 12 

million, which were 

outstanding for 3-5 years 

and more than 5 years 

respectively, had not 

been recovered. 

 

To prevent future indebtedness, the 

relevant departments have been 

instructed to formulate a set of 

policies, revise agreements and 

retain sufficient deposits when 

renting out the Authority's 

departments and shop rooms, on the 

advice of the Authority's board. 

Action should be 

taken to recover the 

receivable money  

coming for a long 

time. 
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(b)   Advances of Rs. 21 million 

were paid in 2017, 2019 

and 2021 for 04 

construction contracts and 

although the amount was 

to be settled in 2022, 

arrangements had not 

been made to settle it up 

to the date of this report. 

 

Advance payments will be settled 

when final payments are made. 

Arrangements 

should be made to 

settle the advance 

payment. 

1.6.2 Payable  amounts  

 

Audit Observation Comments of the Management  Recommendation 

 

The total amount of retained 

earnings as stated in the 

financial statements as at 31 

December 2023 was Rs. 83.3 

million, of which Rs. 18 

million, Rs. 50 million and Rs. 

15 million were outstanding 

for a period of 1 - 5 years, 5 - 

10 years and more than 10 

years respectively. Also, 

within these balances, there 

was a balance of Rs. 2 million 

that was not paid due to 

construction defects and  

action had not been taken to 

settle these balances or credit 

them to income. 

 

These balances exist due to 

incomplete work completion 

reports.  

 

Necessary action 

should be taken to 

settle the Retention 

money. 

 

1.7 Non-compliance with Laws, Rules, Regulation and Management Decisions 

 

 Reference to Laws, 

Rules, Regulation  

Non – Compliance  

 

Comments of the 

Management 

Recommenda

tion 

(a) Section 11 of the 

Finance Act No. 38 of 

1971 

Although money in a 

government corporation 

should not be invested 

without the approval of 

the Minister of Finance, 

the Authority had 

invested Rs. 55 million in 

fixed deposits at the end 

of the year under review 

with the approval of the 

Board of Management. 

These fixed deposits 

have been invested 

with the approval 

obtained through a 

board paper of the 

management. 

However, necessary 

action will be   taken 

with the advice from 

the Department of 

Public Enterprises in 

this regard. 

In accordance 

with the 

provisions of 

the Finance 

Act, the 

approval of 

the Minister 

should be 

obtained when 

investing 

money. 
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(b) Finance Regulations of 

the Democratic Socialist 

Republic of Sri Lanka 

 

   

  

I. 371(2) and 

371(4) 

 

 

 

 

 

 

The expenditure related 

to the interim advances of 

Rs.854,635 given on 23 

occasions during the 

reporting year was 

Rs.428,255. Accordingly, 

the entire amount or more 

than 50 per cent of the 

advances received had 

been refunded in cash and 

there had been a delay of 

11 to 41 days in the 

repayment of that 

amount. 

 

A rough estimate is 

provided when 

receiving advance 

payments, however it 

is often possible to 

purchase items at 

lower prices. 

 

Finance 

Regulations 

should be 

followed when 

obtaining and 

settling 

advances. 

  

II. 880 and 891 (1) 

 

 

 

Action had not been 

taken to obtain security 

deposits from the officers 

in charge of finances and 

no security deposits 

register had been 

maintained. 

 

Further action has 

been initiated in this 

regard. 

 

 

Action should 

be taken to 

deposit 

security for 

officers who 

are in charge 

of finances. 

 

1.8     Financial Management 

 

Audit Observation Comments of the Management  Recommendation 

(a) As at 31 December 2023, 

there was a balance of 

Rs. 46 million in a bank 

current account and at the 

end of each day of the 

year, an average balance 

of at least Rs. 18 million 

was kept idle without any 

use, therefore lost of 

interest income of Rs. 3 

million that could have 

been earned by the 

Authority at the 

prevailing interest rate. 

This money remained 

idle due to the failure to 

Currently, the surplus funds are 

invested under the REPO method to 

maximize their benefits. This 

method generates additional 

interest income for the institution. 

If there is any surplus funds in the 

future, such an investment method 

will be followed. 

 

Action should be taken to 

utilize the idle funds for the 

main functions of the 

Authority or to make 

maximum use of them or to 

identify appropriate 

mechanisms. 
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identify proper 

mechanisms to utilize the 

balance in this account 

for the main functions of 

the Authority or to get 

maximum benefit from it. 

 

2. Financial Review 

2.1 Financial Results 

 

The operating result of the year under review was a deficit of Rs.20.55 million and the 

corresponding deficit of the previous year was Rs.95.54 million. Accordingly, an increase of 

Rs.74.99 million was observed in the financial result. This increase was mainly due to increase the 

operating income. 

 

3          Operational Review  

3.1 Management Inefficiencies 

 

Audit Observation Comments of the Management  Recommendation 

 

When providing accommodation 

facilities at the sports hotel owned 

by the Authority, a formal fee 

system had not been determined 

for each party and a proper 

mechanism had not been 

implemented to collect fees 

accordingly. Also, when 

allocating the indoor sports 

complex, stadium and swimming 

pool, which are the main sources 

of income of the Authority, a 

revenue analysis system had not 

been conducted and the fees had 

not been determined. Due to the 

fact that the kitchen, bar and 

dining hall of the hotel were not 

being utilized and remained 

inactive, revenue collection had 

been irregular and opportunities 

to generate income had been lost. 

The primary objective of providing 

facilities at the Sugathadasa Sports 

Hotel is to provide accommodation 

facilities on a concessional basis to 

athletes coming from far-flung areas. 

Fee collection mechanisms have 

been introduced and a series of 

instructions have been issued to 

maintain the mechanism in a 

systematic manner. Since renovation 

works are underway in the kitchen, 

foreign liquor shop and restaurant, it 

is not possible to provide it to the 

clients and  there is also no 

possibility of earning any income. 

 

 

Efforts should be 

made to maximize 

the utilization of 

available resources 

and generate income 

through a systematic 

approach. 
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3.2 Delays in Project Activities or Capital work 

 

Audit Observation  Comments of the Management Recommendation 

 

Although 10 capital projects were 

planned to be implemented in the 

year  2023 as per the action plan at 

an initial estimate of Rs. 39 million, 

only one project was implemented 

during the current year, spending 

Rs. 26.3 million. 

The Authority did not have an engineer 

at this time, and the government issued 

circulars to manage expenses. 

 

Construction work 

of the projects 

should be 

completed 

promptly. 

 

3.3 Human Recourse Management 

 

Audit Observation Comments of the Management  Recommendation 

 

The recruitment procedure for 

29 posts belonging to the 

permanent staff of the 

Authority had not been 

prepared and approved by the 

date of audit as per paragraph 

3.1.2 of the Operational 

Manual on Corporate 

Governance for State-Owned 

Enterprises introduced by 

Circular No. 1/2021 dated 16 

November 2021. 

 

 

Out of the 29 approved posts, only 

02 posts were approved by the 

Department of Management 

Services on 21 August 2024. 

 

 

The instructions in the 

operating manual should 

be followed. 

4.  Accountability and Good Governance  

4.1   Presentation of financial statements 

 

Audit Observation Comments of the Management Recommendation 

 

 

Although, in accordance with 

paragraph 6.6 of the Operational 

Manual on Corporate Governance 

for State-Owned Enterprises, 

introduced by Circular No. 1/2021 

dated 16 November 2021, the 

financial statements should be 

submitted to the Auditor General 

along with a draft annual report 

within 60 days of the end of the 

financial year, the draft annual 

report was not submitted to the 

audit and the financial statements 

were submitted for audit on 30 

 

 

Action will be taken in the future 

as per the instructions given. 

 

 

 

The annual report and 

accounts should be submitted 

on the due date. 
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May 2024, after a delay of 03 

months. 

 

4.2   Corporate Plan 

 

Audit Observation Comments of the 

Management 

Recommendation 

(a) A strategic plan within the 

national policy framework 

had not been prepared to 

achieve the objectives of 

the Authority in 

accordance with Guideline 

2.3 of the Guidelines on 

Corporate Governance for 

State-Owned Enterprises 

introduced by Circular No. 

1/2021 dated 16 November 

2021. 

The Ministry's Director 

General (Planning) has 

conducted three workshops for 

the institution's officers to 

prepare the strategic plan and 

prepared the basic plan for the 

year 2024. 

The strategic plan should be 

prepared in accordance 

with the circulars and 

guidelines and steps should 

be taken to achieve the 

objectives of the Authority 

accordingly. 

 

(b)  As per guideline 5 of the 

above guideline, the 

Authority had not 

introduced key 

performance indicators, 

assessed them and 

reviewed the extent to 

which they had been 

achieved. 

Action will be taken as per the 

instructions given in the 

future. 

 

Performance indicators 

should be introduced and 

efforts should be made to 

achieve them. 

 

 

  


