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1.3

Financial Statements
Qualified Opinion

The audit of the financial statements of the National Transport Medical Institute for the year
ended 31 December 2024 comprising the statement of financial position as at 31 December
2024 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 a
summary of significant accounting policies, 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
Finance Act No. 38 of 1971. My comments and observations which | consider should be
reported 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 Institute as at 31 December 2024, and of its financial performance and its cash flows for
the year then ended in accordance with Sri Lanka Public Sector Accounting Standards

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

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 determines 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 Institute’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 intends to
liquidate the Institute or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Institute’s financial
reporting process.



1.4

As per Section 16(1) of the National Audit Act No. 19 of 2018, the Institute 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 Institute.

Audit Scope (Auditor’s Responsibilities 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, | exercise professional
judgment and maintain professional scepticism throughout the audit. I also:

e 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.

e  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 Institute’s internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the management.

e  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 Institute’s
ability to continue as a going concern. If | conclude that a material uncertainty exists, |
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 Institute to cease to continue
as a going concern.

e 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.
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1.5.1

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

following;

e 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 Institute, and
whether such systems, procedures, books, records and other documents are in effective

operation;

e Whether the Institute has complied with applicable written law, or other general or special
directions issued by the governing body of the Institute;

e Whether the Institute has performed according to its powers, functions and duties; and

e Whether the resources of the Institute had been procured and utilized economically,
efficiently and effectively within the time frames and in compliance with the applicable

laws.

Accounting Deficiencies

Accounting Deficiency

It had recognized and accounted for a portion of
the building rent and security expenses as
receivable from the Sri Lanka Transport Board
from the year 2011 to the year 2019 for the use
of a building of the institution by the Sri Lanka
Transport Board. Since there was no agreement
with the Sri Lanka Transport Board for this, the
value of Rs.11,664,206 so accounted for had
been written off from the books, but it had not
been recognized in the income statement of the
year under review and had been adjusted to the
accumulated profit.

The rental expense for the district branch offices
had been understated by Rs.3,543,189, as the
rental expense of Rs.37,913,015 for the year
under review was recorded as Rs.34,369,826.

Audit Observations on the Preparation of Financial Statements

Management Comments

The amount due from the Sri
Lanka Transport Board was
written off from the books
subject to the approval of the
Board of Directors, and
adjustments were made to the
accumulated profit in the
financial statements and
adjusted to the closing balances
of accounts receivable for the
year 2024. However, that
adjustment has not been made
to the opening balance of 2024.

I will adjust the understated
value to the accumulated profit
of 2025.

Recommendation

Written offs must
be reconciled to the
income statement
for the year in
which they are
recognized.

Expenses related to
the year must be
accurately
accounted for.



1.5.2 Lack of Written Evidences for Audit
Item Amount Evidences not Submitted Management Recommen
Rs. Comment dation
Staff Loan 768,593 Detailed schedules regarding the | hereby submit the Detailed
amount of Rs. 768,593 due from report regarding the schedules
employees as stated in the financial should  be
statements as at the end of the year amount  due from prepared.
under review were not submitted for employees.
audit.
1.6 Non-Compliance with Laws, Rules, Regulations and Management Decisions
Reference to Laws, Non-Compliance Management Comment Recommendation
Rules and
Regulations
(@  Section 83A (1A) of Although the advance All income tax due for Tax Act and
the Inland Revenue personal income tax related the year 2024 has been guidelines should
Act, No. 17 of 2017 to employees should be paid and there is a be followed.
and Section 10 of the remitted to the Inland balance of Rs.142,316
Inland Revenue Revenue Department before continuing from previous
Department's Advance the 15" of the following years. | will check that
Personal Income Tax month, a  sum of amount and make
Guidelines No. Rs.1,004,071 related to the arrangements to pay it in
SEC/2023/E/01 dated year under review had been the future.
29 March 2023. paid with a delay of up to
01 month and 3 % months,
and Rs.142,316 due at the
end of the year under
review had not been paid
even by May 15, 2025.
(b)  Section 104 (1) of the Although the assets Letters have been issued Financial
Financial Regulations including the laptop to the relevant Regulations
of the Democratic computer and photocopier responsible officer should be
Socialist Republic of had been identified as requesting payment of the followed.

Sri Lanka

missing assets in the 2024
Board of Survey Report,
action had not been taken in
accordance with the
regulations.

amount of the laptop
computer that was not
identified in the 2024
Board of Survey Report
and | will take steps to
file a complaint with the
Sri Lanka Police in this
regard and conduct an
internal audit in the
future.



1.7 IT General Control

Audit Observation

When updating the main medical service income
to the computerized accounting system, the
internal control was weak as not all of the
income was included in the system. Accordingly,
although the main medical service income for the
year under review was Rs.1,116,327,807
according to the financial statements, according
to the computer accounting system it was shown
as Rs.1,121,088,204.

Management Comments

The amount deposited
manually is compared with the
daily income and corrected. In
the future, errors that occur
will be corrected through the
DHC computer system itself
and instructions were given to
the computer division to
prepare this method.

Recommendation

The computer
system (DHC) must
be updated with
revenue accounts.

2. Financial Review

2.1 Financial Results
The operating result of the year under review amounted to a profit of Rs. 856,837,880 and the
corresponding profit in the preceding year amounted to Rs. 957,640,668. Therefore an
deterioration amounting to Rs. 100,802,788 of the financial result was observed. The reason
for the deterioration is mainly due to a decrease in interest income from fixed deposits and
treasury bills and an increase in expenses.

2.2 Trend Analysis of major Income and Expenditure items
When compared to the previous year, interest income from fixed deposits and treasury bills
for the year under review had been decreased by 29 percent compared to the previous year,
while administrative expenses increased by 13 percent and gratuity expenses increased by 221
percent.

2.3 Ratio Analysis

The current asset ratio of the year under review is 4.6, while the current asset ratio of the
previous year was 0.31.
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Operating Review
Management Inefficiencies

Audit Observation

The National Transport Medical
Institute had been allowing an
outside party to provide a canteen
service within its premises since
2019 without entering into an
agreement. Although this had
been provided to an external
party through the intervention of
the National Transport Medical
Institute’s Death Assistance and
Mutual  Aid  Society, the
institution had not paid attention
to award through by entering in
to agreements.

A sum of Rs. 10,072,680 had
been paid as rent for the Ampara
and Polonnaruwa branches by the
end of the year under review,
without taking action even by
May 2025 to renew the
agreements that had expired in
April 2021 and January 2022.

Operational Inefficiencies

Audit Observation

Management Comments

For the welfare of the clients and staff
visiting the National Institute of
Transport  Medicine, an adequate

cafeteria will be provided following the
prescribed tender procedure and its
operations will be maintained in the
future according to an agreement. A
paper has been submitted to the Board of
Directors for this purpose.

Requests have been made to the lessor to
extend the lease agreements and those
individuals have requested a very high
amount of rent. However, the Board of
Directors has approved a 5 per cent
increase. Therefore, it is favourable to the
institution to continue at the current rent
until the establishment of offices in a
government building.

Management Comments

Although it has been stated that in cases
where the urine test conducted for heavy
vehicle drivers fails 3 stages, the
issuance of medical certificates for that
group will be done after a blood test
conducted by the National Dangerous
Drugs Control Board and a report
confirming that it does not contain drugs,
no steps had been taken to enter into an
agreement with the National Transport
Medical Institute and the National
Dangerous Drugs Control Board
regarding the conduct of such a test.

We have held several rounds of
discussions to enter into an
agreement  with  the  National
Dangerous Drugs Control Board, and
have prepared the agreement and
submitted it to that institution. |
hereby submit the agreed agreement.

Recommendation

The institution
should follow
procurement
guidelines and
proceed with
entering into
contracts.

Action should be
taken as per a
valid lease
agreements.

Recommendation

Action should be
taken according to
the agreement.



3.3

34

Under Utilization of Funds
Audit Observation

The Galle District Office, which is
maintained in a private building, is
paid a monthly rent of Rs. 215,000
and in the year 2022, it was
decided to move the District Office
to an existing building on land
belonging to the Sri Lanka
Transport Board and relevant
agreements were signed for the
period from 01 January 2022 to 31
December 2026 and renovation
works of the building were carried
out at a cost of Rs. 3,035,898.
However, arrangements had not
been made to move the office
premises to the new building even
by the audit date of 15 May 2025.

Human Resource Management

Management Comments

Due to the COVID-19 pandemic and the
increase in market prices of building
materials, the contract awarded could not
be completed properly. Also, the branch
office could not be maintained due to
water leakage from the roof. Also,
despite requests from the Sri Lanka
Transport Board to repair the roof, it had
not done so. The Board of Directors of
the Sri Lanka Transport Board had
decided to cancel the lease agreement in
March 2025. It is scheduled to discuss it
again with the SLTB Chairman and take
urgent action.

Audit Observation

The approved staff of the
National Transport Medical
Institute as at the end of the
year under review was 449 and
the number of vacancies was
122. Out of these, 64 vacancies
were for Medical Officers and
no action had been taken to fill
those vacancies. Also, although
no action had been taken to
approve the posts of Officer-in-
Charge and Electrician, 13
employees had been recruited
for those posts.

Management Comments

Recruitment has also been made for the posts
approved by the Department of Public
Enterprises. There are 17 vacant posts of
Administrative Officers and the vacancies are
due to the fact that the recruitment procedure
for them has not been approved and these
functions are being performed by the officers
in charge. There is an excess. Medical officers
are employed on a daily hourly basis and on a
contract basis to provide efficient service. The
number of applications is low due to
differences in the salaries and allowances paid
by our institution to medical officers compared
to the Ministry of Health.

Recommendation

An agreement should
be reached with the
Transport Board as
soon as possible to
complete the
renovation work and
put the building into
use.

Recommendation

Steps should be
taken to  fill
vacancies subject
to the relevant
approvals.



