Vocational Training Authority of Sri Lanka - 2024

1.2

1.3

Financial Statement
Qualified Opinion

The audit of the financial statements of the Vocational Training Authority of Sri Lanka 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 net assets and cash flow statement for
the year then ended, and notes to the financial statements, including material 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 reported to Parliament appear in this report.

In my opinion, 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 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 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.
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1.4

As per 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.

Audit Scope (Responsibility of the Auditor on Audit 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. | also:

e ldentify 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 authority’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 Authority’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 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.
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1.5.1

(a)

(b)

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 Authority, and whether
such systems, procedures, books, records and other documents are in effective operation;

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

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

e 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.

Audit observations on the preparation of financial statements

Non-compliance with Sri Lanka Public Sector Accounting Standards

Non-compliance with reference to the
relevant standard

Although, in accordance with paragraphs
14(a) and (b) of Sri Lanka Public Sector
Accounting Standards 07, an asset should
be recognized as an asset only when it is
probable that future benefits or service
potential associated with the asset will
flow to the entity and the cost or fair value
of the asset can be measured reliably, the
Authority had not taken actions to identify
and account for the value of the lands used
as training centers and the 28 buildings
constructed on those lands or to disclose
them in the notes to the 2024 financial
statements during the year under review.

Although, as per paragraph 47 of Sri Lanka
Public Sector Accounting Standard 07, a
revalued asset should be revalued every
three or five years when its fair value
differs materially from its carrying amount,
the Authority has not revalued the land,
buildings and motor vehicles worth
Rs.5,883,872,047 in the period from year
06 to year 16, and therefore the fair value
of those three asset classes was not
reflected in the financial statements.

Comments of the
Management

It was not possible to include
centres that do not belong to
the  Vocational  Training
Authority but conduct courses
under the Vocational Training
Authority through a note. It is
expected that actions will be
taken to include them as a note
in the year 2025.

Due to various  issues
regarding the ownership of the
six plots of land that have not
been assessed so far, it was not
possible to assess them. Once
these are resolved, all asset
classes will be reassessed and
accounted for. Since the
assessment work has been
prepared in relation to the
vehicle class, the relevant
values will be accounted for in
the year 2025.

Recommendation

Assets  should be
accurately identified
and accounted for as
specified in the Sri
Lanka Public Sector
Accounting

Standards.

The Authority should
take actions to
accurately identify
and assess the land
and building assets
used and to account
for them as assets.
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1.5.2 Accounting deficiencies

(a)

(b)

(©

(d)

Audit Observation

According to the land summary of
the Sri Lanka Vocational Training
Authority, 97 lands where vocational
training centers are run had not been
formally acquired and accounted for.

Fixed assets worth Rs. 65,170,697,
training materials worth
Rs.4,500,165 received in 2023 and
media equipment worth Rs.1,777,500
received in 2022 for the Ahangama
and Kaduruwala training centers
through the SFIG (Skill for Inclusive
Growth) project had not been
included in the financial statements.
This matter had also been pointed out
in the previous year's audit report,
but no corrective action had been
taken in the year under review.

The value of property, plant and
equipment and the value of accrued
expenses in the financial statements
had been overstated due to the fact
that training equipment  worth
Rs.7,839,896 received to the
Authority during January 2025 had
been accounted for as assets of the
year under review.

The course income of Rs.539,975
for the year 2023 had been accounted
for as income for the year under
review, resulting in a deficit for the
year under review that was less than
that amount in the financial
statements.

Comments of the Management

As you have mentioned, the
necessary steps have been taken to
take over the 97 lands currently
taken into account by the institution.
Also, in this regard, as per the
instructions given by the Public
Enterprises Committee, a Cabinet
memorandum has been prepared
and submitted by the Authority to
the Line Ministry to expedite the

process of transferring land
ownership.
As the assets will be revalued

during the 2024 assets verification,
those values received from SFIG
which are not currently shown in
the financial statements will be
identified and submitted to the
accounts in the year 2025.

The said asset was received to the
institution in the first quarter of
2025. However, the necessary steps
will be taken to correct in the year
2025 which  the  excessive
depreciation of Rs. 4,294 made in
2024

Since the amount of Rs.539,975 as
arrears of income receivable in the
year 2023 was not reflected in the
accounts, it could not be adjusted
under income receivable.

Recommendation

The 97 plots of land

where vocational
training centers are
located should be

formally acquired and
accounted for.

Attention should be
paid to the correct
accounting of fixed
assets.

Only transactions that
occurred during the
relevant financial year
should be accurately

identified and
accounted for.

Income should be
accurately identified
for the year and
financial  statements
prepared should be

prepared according to
that.
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(b)

(©)

The outstanding shop rent amount of  Payments have been made as per Responsible  parties
Rs.649,130 payable to the Pradeshiya the agreement made with the must take actions to
Sabha for the year 2022 for Polgahawela Pradeshiya Sabha. account  for  every
maintaining the Polgahawela transaction related to

Vocational Training Center in a
building belonging to  the
Polgahawela Pradeshiya Sabha in the
Kurunegala District had not been
accounted for.

Unreconciled Control Accounts or Reports
Item Value as per Value as Difference
Financial per (Rs.)
Statements  Correspond
(Rs.) ing Record
(Rs.)
Course fee 2,606,744 2,141,719 465,025
income
receivable of
Kegalle
District
Vocational
Training
Center
Accrued 6,227,407 2,534,465 3,692,942
expenses  of
the  National
Vocational
Training
Institute,
Narahenpita
Gratuity 54,362,375 52,413,061 1,949,314
payments

the financial year.

Comments of
the Management

The course fee
income of
Rs.2,606,744 to
be received from
the  Vocational
Training Center
in the Kegalle
District is correct.

That the cost to
be paid to the
National
Vocational
Training Center
in Narahenpita is
Rs.6,227,407.

That the amount
of Rs.54,362,375
shown in the
financial

statements as
gratuity payments
in the year 2024
is correct.

Recommendation

Actions should be
made to disclose
accurate account
information by
maintaining
relationships with
other institutions
related to the
Authority.

Actions should be
made to disclose
accurate account
information by
maintaining

relationships with
other institutions
related to the
Authority.

Expenses should be
recorded accurately.
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@

(b)

1.7
18

@)

Consultants'
allowance

117,702,315

Accounts Receivables and Payables

Receivables
Audit Observation

As of 31 December 2024, the
total course fee receivable
balance of Rs. 67,216,395
included a balance of Rs.
10,692,806 that had been
outstanding for a period of years
01 to 05 and the Authority had
not taken the necessary actions to
recover that balance.

The Sri  Lanka Vocational
Training Authority had failed to
recover Rs. 20,777,465 due to the
Authority from 54 officers who
had left the service during the
period from 2003 to the end of
the year under review.

116,987,988 714,327

The total of the 5
cheques received
as the Authority's
consultant
allowance in the
year under
review is
Rs.117,702,315.

Comments of the Management

Since there is no further action to
recover the amount of Rs. 1,089,550
due from the Ampara Vocational
Training Institute and the
Dehiattakandiya Vocational Training
Institute, the necessary actions will be
taken to refer it to the Board of
Directors and the Audit Management
Committee and remove it from the
accounts.

Necessary actions are being taken to
recover the money.

Non-compliance to Laws, Rules, Regulations and Management Decisions

Reference to
laws, rules,
regulations

Non compliance

Financial
Regulations
of the
Democratic
Socialist
Republic  of
Sri Lanka

Comments of the Management

The
authority
focus on recovering
the revenue due to
the authority.

Actions should be
taken to identify the
correct  values

through the
relationship between
the relevant
institutions and

disclose them in the
financial statements.

Recommendation

governing
should

The governing
authority  should
focus on recovering
the receivables to
the authority.

Recommendati
on
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(b)

(©)

Financial
Regulations
257, 272 and
322(1)

Financial
Regulation
1646

Finance
Regulation
371(2)(b) as
amended by
paragraph 9
of Public
Finance
Circular No.
1/2020 dated
28th August
2020.

Letter No.
ADM/24/02/
01(voll-11)
dated 30
December
2020 from
the Secretary
of the Skills
Developmen
t Vocational
Education
Research
and
Innovation
Division

All activities related to
financial control had been
carried out without any

internal control and in
violation of financial
regulations.

For the year 2024, the
daily running charts for
92 vehicles, comprising
23 vehicles at the
Authority's head office
and 69 vehicles at the
district offices, had not
been submitted for audit
until 31 March 2025.

Although a maximum of
Rs.100,000 can be
granted as advance for a
specific task at one time,
on the contrary, in 03
cases of Rs.101,480 to

Rs.558,219 had been
granted.

Officers had been
appointed on acting/

attend to duties basis to

the posts of Director
(Finance) from  19th
December 2019 and
Director (Planning,
Research and
Development) and Chief
Internal  Auditor from
2015.

It was discovered that the
Finance Officer attached to the
Kurunegala District Office had
not acted in accordance with the
institution's  internal  control
instructions, and after this was
communicated to her, she
refrained from reporting to work.

It is stated that the running charts
have already been obtained from
the district offices and the
relevant daily running charts will
be submitted for audit soon.

In all 3 cases mentioned here, the
advances given were made only
through cheques and were given
to the relevant institutions. The
reason for providing such an
advance was that a condition had
been stated that the money
should be paid before the
relevant services were obtained.

That the new Board of Directors
has discussed the need to obtain
the services of a permanent
Finance Director for this
institution and the necessary
actions will be taken to recruit a
permanent Finance Director very
soon.

The governing
authority  must
take actions to
exercise
financial control
in the
institution's
financial
transactions.

The institution's
running  charts
must be handled
in  accordance
with  financial
regulations.

Financial
regulations must
be followed
when providing
advances of the
institution.

Since the
financial control
of the institution
has deteriorated
due to the
absence of a
Finance

Director, actions
should be taken
to obtain the
services of a
permanent

Finance

Director.
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2.1

Cash Management
Audit Observation

The documents required to liquidate
the company registered under the
Companies Act No. 07 of 2007 under
the name VTA HOLDINGS LTD, with
full (100 percent) shareholding of the
Sri Lanka Vocational Training
Authority, without Cabinet approval,
on 18 December 2013, from the
Authority's funds, had been submitted
to the Department of the Registrar of
Companies on 20 June 2022. Although
the Secretary to the Ministry had
instructed to prepare a report on the
bank accounts and operations of the
company, the report had not been
prepared by April 30, 2025.

Financial Review

Financial Result

Comments of the Management

The main fact that came to our
attention during the preliminary
inquiry into the liquidation or
deregistration of
VTA/LO/VTA/Holding Pvt Ltd is
that the company has not submitted
any documents to the Registrar of
Companies since 2013.

Recommendation

Actions should be
taken as per the
instructions of the
Secretary of the
Ministry.

The operation result in the year under review had been a deficit of Rs. 253,024,783 as compared with the
corresponding deficit of Rs.704,561,403 for the preceding year, thus observing a further improvement of Rs.
451,536,620 in the financial result. This increase was mainly due to an increase in other income by Rs.

364,011,959 and a decrease in depreciation expense for the year by Rs.466,807,699.

Operational Review
Management Inefficiencies

Audit Observation

As of 31 December 2020, the Vocational
Training Authority had 181 Vocational
Training Centers, but by the end of the
year under review, it had reduced to 162
centers. The Sri Lanka Vocational
Training Authority, which has a vision of
“enhancing quality of life through
providing global employability skills” and
a mission of “to become the most
dynamic and creative  vocational
education, training and service provider in
Sri Lanka”, should fulfill its mission and
further enhance vocational education
courses and provide guidance to those

Comments of the
Management

It is expected that after
receiving approval from the
Department of Management
Services to recruit consultants,
the necessary recruitments will
be made in the future and that
suitable  centers  will  be
established with public or
private sector support (PPP) so
that young people outside the
Colombo district can meet the
appropriate needs for
vocational education.

Recommendation

Actions should be
made to increase
the recruitment of
consultants and
establish

vocational training
centers.
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(@)

apprentices. However, compared to the
year 2020, 19 vocational training centers
had been closed by the year 2024.

Operational Inefficiencies

Audit Observation

Although more than 6 years had passed
since an advance payment of
Rs.9,280,000 had been made to the
Land Reforms Commission on 25
April 2018 to acquire 31.3 perches of
land from the land where the Nuwara
Eliya Wanarajawatta Rural Vocational
Training Center is located, the
Authority had failed to acquire
ownership of the land or recover the
money as of 28 March 2025, the date
of the audit.

Underutilization of Funds

Audit Observation

From the year 2019 to the year under
review, funds totaling Rs. 45,029,769
provided to the Authority for various
purposes by the Ministry and other
institutions had been held idle in a
bank current account without being
utilized for the relevant intended
purposes.

Comments of the
Management

Since a case has been filed in
the Court of Appeal with the
Vocational Training
Authority as a  party
regarding the ownership of
this land, it has not been
possible to complete the
acquisition of the land.

Comments of the
Management

That action is being made to
use it for relevant purposes.

Idle or Underutilized Property, Plant and Equipment

Audit Observation

A two-storey hostel building consisting
of 12 fully equipped rooms capable of
accommodating 52 trainees of the
Kuchchaveli  Hotel  School  was
constructed in 2017 without obtaining a
feasibility study report at a cost of Rs.
140.21 million. As a result, it could not

Comments of the
Management

It was identified at the time
of the establishment of the
Hotel School that there was
no permanent water supply
and this center has been
established with the
agreement to provide the

Recommendation

Since a long time has
passed since the
advance payment was
made, actions should be
taken to expedite the
acquisition process.

Recommendation

Management should take
the necessary actions to
utilize  the relevant
targeted functions.

Recommendation

Officials who gave
approval to construct
buildings while unable
to obtain a basic water
supply  should  be
identified and necessary
disciplinary action
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@

(b)

be used as a hostel for trainees due to the
inability to obtain a permanent water
supply up to the date of the report.

The land measuring 02 roods and 33.5

perches in Welewatta, Henkaduwa,
Hambantota  District, which  was
purchased in 2010 at a cost of

Rs.5,823,000, and the land measuring 01
acre in Modarawila, Panadura, which
was acquired on a long-term lease basis
in 2017 at a cost of Rs.34,030,346,
remained idle even as of 2024 without
being used for vocational training.
Procurement Management

Audit Observation

During the period from January to June
2024, 34 students were unable to obtain
the necessary practical training due to
inefficiencies in the procurement
process when purchasing 02 electric
motorcycles required for the motorcycle
course conducted at the Angammana
and Hunupitiya Vocational Training
Centers.

Due to the incorrect submission of
specifications during the call for bids in
2024 for the purchase of Anatomy Body
Structure equipment required for the
Care Giver course, the equipment was
purchased from a bidder who submitted
a price of Rs. 260,000, then. 144

necessary water facilities to
the center through a bowser
until a permanent water
supply is provided by the
Water Supply and Drainage
Board.

This land has  been
effectively  utilized  for
outdoor activities and daily
operations for the
apprentices of the adjacent
vocational training center.
Funding has been requested
to commence construction.

Comments of the
Management

The motorcycle delivery
documents had been
received on 2024.06.04 and
had been delivered to the
Hunupitiya ~ Center  on
2024.06.25. It is
acknowledged that a
considerable amount of time
has  passed for  the
motorcycle to be inspected
again by the Technical
Evaluation Committee as per
the specifications after it was
received at the warehouse
and for the motorcycle to be
transported  during  the
delivery process.

At the time of providing the
specifications, the prices of
this equipment in the year
2023 have been presented.
However, due to the
subsequent increase in the
prices of medical equipment,

should be taken against
them.

These lands should be
utilized for relevant
purposes without delay.

Recommendation

Necessary actions
should be taken to
ensure that
procurement activities
are carried out in the
most efficient manner
without any delay and
to provide the
necessary practical
training to the
students.

When purchasing
equipment,

management  should
ensure that it s

purchased from the
right  suppliers at
reasonable prices,
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(a)

(b)

percent higher than the estimated price.

the current price of this
equipment, which Yaashwa
International has presented
as Rs. 440,000/=, has been
confirmed by the Technical
Evaluation Committee to be
the current market value.

Shortcomings in Contract Administration

Audit Observation

Construction of the workshop building
of the Mirijjawila National Vocational
Training Center in Hambantota, which
was started in 1995, was suspended
from 05 January 2015 due to the
contractor's poor performance after
spending Rs. 19,053,095. No necessary
action had been taken against the
contractor and by the end of the year
under review no steps had been taken to
complete the construction work in a
manner that would allow the building to
be put into use.

Due to errors in the estimate for the
construction of the Kegalle District
Center building and the failure to
submit the correct quantities, the bid
submitted by the selected bidder when
preparing the final bills was Rs.
35,785,931 and the bid value of the
next lowest bidder was Rs. 32,712,892,
resulting in a loss of Rs. 3,073,038 to
the Authority. Although the prevailing
market conditions should be analyzed
in cases where bid prices tend to
increase or decrease, due to failure to
do so, prices increased by 718 percent
to 6796 percent compared to the
engineer’s estimate for 06 items and
decreased by 40 percent to 99 percent
compared to the engineer’s estimate for
38 items, this was not taken into
account.

Comments of the
Management

At this time, the NBRO has
provided a report on the
structural stability of this
building. The report states
that some repairs need to be
made to the structure
(concrete columns and slabs)
in order to make the building
usable.

In preparing this quantity
survey, the consulting firm
had prepared estimates based
on the information obtained
from the site where the
building is located and its
cross-sectional study, with the
aim of quickly resolving
certain construction obstacles
that may be encountered in
the future and continuing to
move the project forward,
including several hypothetical
uncertainties and items aimed
at the overall completion of
the building unit.

according to  the
correct specifications.

Recommendation
The governing
authority should

expedite the necessary
measures and take
steps to restore the
building to a
functional state.

The governing authority
should take steps to
minimize  waste  of
money by preparing
accurate estimates and
selecting bidders in a
manner that minimizes
errors.
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4.1

Human Resource Management

Audit Observation

Although the Authority should have 1,614
consultants, at present there were
vacancies for 1019 permanent consultants
and 271 consultants had been recruited on
a contract basis during the period from
2007 to 2022. The maintenance of
training centers had become problematic
due to the lack of attention from
management to recruit the necessary
instructors for the courses conducted by
the Authority.

Accountability and Good Governance
Annual Action Plan

Audit Observation

When examining the physical progress
of the Skills Development Section of
the Authority's Action Plan by the end
of the year under review, 39 activities
related to 09 priority tasks of this
section were observed, of which the
physical progress of 25 activities was
less than 50 percent.

Comments of the
Management

It has been the practice of
this Authority for a long
time to recruit advisory
staff on a contract basis
and to appoint them to
permanent advisory
positions based on their
performance.

Comments of the
Management

Various reasons have been
attributed to the decrease in
physical progress of the
activity by up to 50 percent.

Recommendation

Necessary actions
should be taken to
obtain the services of
consultants  on
permanent basis.

Recommendation

Actions should be
taken to achieve
relevant progress
according to the
action plan.
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