
Tangalle Urban Council – 2024 

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

1.  Financial Statements 

1.1 Qualified Opinion  

The audit of the financial statements of the Tangalle Urban Council including the financial 

statements for the year ended 31 December 2024 comprising the Statement of financial 

position as at 31 December 2024, Statement of Financial Operations, Statement of changes in 

net assets ,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 with Sub-Section 181 (1) of the Urban  Councils Ordinance (Chapter 

255) and the subsection 10(1) of the National Audit Act No 19 of 2018 read in conjunction  

with in Article 154 (1) of the constitution of the Democratic Socialist Republic of Sri Lanka. 

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 1.6 of this report, 

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

Urban Council as at 31 December 2024, and of its financial performance and its cash flows 

for the year then ended in accordance with Generally accepted Accounting Practices. 

1.2.  Basis for Qualified Opinion  

 

I expressed qualified opinion on the matters described in paragraph 1.6 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 Generally Accepted Accounting Practices, 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.  

 

Those charged with governance are responsible for overseeing the urban council’s financial 

reporting process.  

 

As per Section 16(1) of the National Audit Act No. 19 of 2018, the urban council is required 

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

enable annual and periodic financial statements. 
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1.4  Audit Scope (Responsibility of the Auditor for the audit of 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 exercised 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 its internal control.  

 

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

accounting estimates and related disclosures made by the management.  

 

 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 Urban council 

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

effective operation; 

 

 Whether the Urban council has complied with applicable written law, or other general or 

special directions issued by the governing body of the Urban council ; 
 

 Whether it has performed according to its powers, functions and duties; and 
 

 

 Whether the resources of the Urban council had been procured and utilized 

economically, efficiently and effectively within the time frames and in compliance with 

the applicable laws. 
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1.5   Report on Other Legal Requirements  

National Audit Act, No. 19 of 2018 include specific provisions for following requirements. 

 

(a) The financial statements of the Urban council presented is consistent with the preceding 

year as per the requirement of  section 6 (1) (d) (iii) of the National Audit Act, No. 19 of 

2018. 

 

(b) The financial statements presented includes all the recommendations made by me in the 

previous year as per the requirement of section 6 (1) (d) (iv) of the National Audit Act, 

No. 19 of 2018. 

1.6  Audit Observations on the preparation of Financial Statements 

1.6.1  Accounting Deficiencies 

Audit Observation Comments of the Council Recommendation 

 

(a) During the year under review, 

library books valued at 

Rs.87,593 received as donations 

had been recorded as capital 

expenditure and capital grants 

received. As a result, both 

capital expenditure and capital 

grants were overstated by that 

amount. 

 

It has been reported that, up to 

the preparation of the final 

accounts for the year 2024, non-

monetary assistance and 

donations were accounted for in 

this manner.  

The value of library 

books received as 

donations should be 

recorded as capital 

grants. 

(b) According to the library 

acquisition records, the balance 

of library books amounted to 

Rs.2,836,371 whereas it had 

been shown as Rs.2,346,877 in 

the financial statements, 

indicating a difference of 

Rs.489,494 between the two 

balances. 

 

 

It has been reported that the 

acquisition records reflect the 

printed price of the books, while 

the financial statements record 

the cost value, and that steps are 

being taken to reconcile this 

difference.  

The reasons for the 

difference between the 

cost shown in the 

financial statements and 

that recorded in the 

acquisition register 

should be identified, and 

the necessary corrections 

should be made in the 

accounts. 

 

(c) The total amount of Rs.62,666  

consisting of the cost incurred 

for obtaining a new electricity 

connection for shop No. 19 of 

the municipal public market 

building and the value of the 

land at Pallikudawa Road  had 

not been capitalized under fixed 

assets. 

 

It has been reported that steps 

are being taken to capitalize it 

under fixed assets.  

 

The sum of Rs.62,666 

should be recorded as 

fixed assets. 
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(d) A total of Rs.740,342 worth of 

consumable items, which had 

been recorded as expenditure in 

previous years and in the year 

under review, had been 

accounted for as the closing 

stock of consumable items for 

the year under review. 

 
 

It has been reported that this 

adjustment was made to correct 

accounting deficiencies pointed 

out in the Auditor General’s 

consolidated reports for the years 

2022 and 2023.  

The overstatement of the 

value of consumable 

items should be 

corrected. 

(e) Shop rentals totalling 

Rs.543,400 for 21 shops at the 

Tangalle bus stand, covering the 

period from 2012 to April 2016, 

had not been billed. 

 
 

It has been reported that, as per 

the council’s unanimous 

decision made at a council 

meeting, rent was not charged 

for those shops.  

The under-recorded 

rental income amounting 

to Rs.543,400 should be 

corrected in the accounts 

during the year 2025. 

(f) The council had not made the 

necessary disclosures in the 

financial statements regarding 

one court case handed over by 

the council to external parties 

and six court cases filed against 

the council by external parties, 

which had not been concluded 

as of 31 December of the year 

under review. 

 
 

It has been reported that the 

required information and 

reconciliations necessary for 

disclosure in the financial 

statements will be made in the 

future. 

The necessary 

disclosures regarding the 

court cases handed over 

by the council to 

external parties and 

those filed against the 

council by external 

parties should be 

included in the financial 

statements. 

(g) As at 31 December of the year 

under review, the balance under 

various debtors included an 

insurance compensation 

amounting to Rs.3.19 million 

receivable in respect of damage 

caused to a council-owned cab 

vehicle. However, the relevant 

insurance company had rejected 

the payment, and the necessary 

adjustments in relation to this 

matter had not been made in the 

financial statements. 

 

It has been reported that the 

amount could not be removed 

from the debtors’ balance due to 

complications and therefore 

remains accounted for under 

debtors  as at the end of the year 

under review.  

Appropriate adjustments 

should be made in the 

accounts regarding the 

insurance compensation 

receivable, and the 

related incident should 

be disclosed in detail 

through notes to the 

financial statements. 

(h) The old rest house land 

belonging to the Urban Council 

had been vested in the Urban 

Development Authority by 

Extraordinary Gazette No. 

2214/7 dated 8 February 2021, 

It has been reported that the 

matter has been referred to the 

Commissioner of Local 

Government to obtain 

instructions regarding the 

recovery of the billed 

Appropriate adjustments 

or necessary disclosures 

regarding the receivable 

income of Rs.4.87 

million should be made 

in the accounts. 
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Due to billing carried out from 

2021 up to May 2024, an 

amount of Rs.4.37 million 

receivable and an income of 

Rs.494,284 relating to the year 

under review billed only for five 

months up to May had not been 

properly adjusted or disclosed in 

the financial statements 

regarding the prevailing 

uncertainty related to this 

matter. 

outstanding amount.  

 

1.6.2  Documentary Evidences not made available for Audit 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Audit Observation 

 

Comments of the Council 

 

Recommendation 

 

As ownership deeds, documents 

confirming the value, and fixed asset 

registers related to non-current assets 

amounting to Rs.160.79 million as at 

the beginning and end of the year 

under review had not been presented, a 

satisfactory verification of those assets 

could not be carried out. 

It has been reported that 

arrangements are being made 

to refer the fixed assets to the 

relevant department for 

valuation and that separate 

fixed asset registers will be 

maintained in the future. 

Documents such as 

ownership deeds and 

records confirming the 

values, which serve as 

evidence to verify the 

account balances 

shown in the financial 

statements, should be 

presented. In addition, 

fixed asset registers 

confirming the account 

balances reflected in 

the financial statements 

should also be 

submitted. 
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1.7  Non- Compliances 

1.7.1  Non-compliance with Laws, Rules, Regulations and Management Decisions etc. 

All observations related to non-compliances with Laws, Rules, Regulations and Management 

decisions etc. be shown under this heading.   

 Reference to 

Laws, Rules 

Regulations etc. 

 

Non-compliance 

 

 

 

 

Comments of the 

Council 

 

 

 

Recommendation 

 

 

 

 

(a) The section 20 

of the Rating 

and Valuation 

ordinance No. 

30 of 1946 

Although an assessable properties 

should be assessed once every five 

years for the purpose of assessments 

property tax, such action had not been 

taken, and property tax for the year 

under review had been charged taxes 

based on the 2013 assessment. As a 

result, the assessment had not been 

updated for a period of six years 

beyond its due cycle. 

It has been reported 

that action will be 

taken to assessments 

property taxes based 

on the valuation 

reports to be received 

in the future.  

 

In accordance with 

the provisions of 

the Rating and 

Valuation 

Ordinance, 

property 

assessments 

should be carried 

out once every five 

years, and 

assessments 

property taxes 

should be charged 

accordingly. 

 

(b) Sections 74 and 

77 of the Urban 

Councils 

Ordinance 

In 13 shop units located within 

commercial premises where the land 

had been legally vested in the 

council, unauthorized permanent 

shops had been constructed, and 

business activities were being carried 

out without paying rent. However, 

action had not been taken in 

accordance with the provisions of the 

relevant Act in this regard. 

It has been reported 

that a project report 

has been prepared to 

remove the temporary 

and permanent 

constructions and to 

construct temporary 

trade stalls in their 

place, which are to be 

allocated to the 

existing traders on a 

rental basis. The report 

has been forwarded to 

the Commissioner of 

Local Government for 

the necessary 

approval.  

 

 

 

 

Action should be 

taken in 

accordance with 

the provisions of 

the Act regarding 

the unauthorized 

shop 

constructions. 
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(c) Code of 

Financial 

Regulations of 

the Democratic 

Socialist 

Republic of Sri 

Lanka 

   

 (i) Financial 

Regulations 

371(2) 

An amounts of Advances totalling 

Rs.220,990 had been granted on eight 

occasions to five non-executive 

officers. 

 

 

It has been reported 

that this situation has 

been rectified and that 

advance payments are 

now being issued in 

the name of the Urban 

Council Secretary. 

  

Action should be 

taken in 

accordance with 

the provisions of 

the Financial 

Regulations. 

 (ii) Financial 

Regulations 

571 

Twelve tender deposit balances 

amounting to Rs.155,215, which had 

remained outstanding for over two 

years, had not been settled. 

 

 

It has been reported 

that action is being 

taken to clear these 

deposit balances.  

The deposit 

balances should be 

settled in 

accordance with 

the provisions of 

the Financial 

Regulations. 

 

(d) Paragraph 05 of 

the Southern 

Provinces, 

Department of 

Local 

Government 

Circular No 

දපපා/පපාක ො/20

10/ 

01 dated 27 

December 2010 

Shops numbered S-1 and S-24 had 

been used by an external party since 

2008 and 2009, respectively, without 

formal agreements being entered into, 

even up to the end of the year under 

review. The loss of income to the 

council from shop No. S-24 alone 

amounted to Rs. 794,500. 

It has been reported 

that legal action has 

been initiated to 

confirm the validity of 

the lease agreement 

for shop No. S-01, and 

that the tenancy of 

shop No. S-24 has 

been terminated. 

In accordance with 

the provisions of 

the circular, formal 

agreements should 

be entered into 

regarding shops 

numbered S-1 and 

S-24. 

     

 

2.   Financial Review 

2.1   Financial Result 

According to the Financial Statements presented, excess of revenue over recurrent 

expenditure of the Sabha for the year ended 31 December 2024 amounted to Rs.28,829,141 as 

corresponding with excess of revenue over  recurrent expenditure amounted to Rs.28,954,795   

in the preceding year. 
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2.2  Revenue Administration 

2.2.1  Estimated Revenue, Revenue Billed, Revenue Collected and Arrears of Revenue 

According to the information presented by the Secretary of the Sabha, Information relating to   

Estimated Revenue, Revenue Billed, Revenue Collected and Arrears of Revenue relevant to 

the year under review and the preceding year are shown below.   

 

2.2.2  Performance in Revenue Collection 

         

Audit Observation 

 

Comments of the council 

 

Recommendation 

 

(a) An Assessments amounting to Rs.2.58 

million receivable from 1479 assessable units 

and shop rentals amounting to Rs.1.65 

million receivable from 34 shops had not 

been recovered in accordance with Section 

170 of the Urban Councils Ordinance. 

 

 

It has been reported that 

Rs.990,132 from Assessments 

and Rs.167,890 from shop 

rentals have been recovered, 

and that action is being taken to 

collect the remaining balances 

promptly. 

The outstanding 

revenue should be 

recovered promptly. 

(b) Business tax receivable from 105 business 

units and industrial tax totalling Rs.289,840 

receivable from 11 industrial units had not 

been collected as required by Gazette 

Notification No. 2364 dated 22 December 

2023, which stipulated that such taxes should 

be recovered before 31 March 2024. 

 

 

 

It has been reported that the 

matter is being referred to the 

next council meeting to take the 

necessary decisions regarding 

write-offs.  

The outstanding 

revenue should be 

recovered promptly. 

 2024 

 

2023 

Source 

of 

Revenue 

 

--------- 

Estimated 

Revenue 

 

(Rs) 

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

Revenue 

billed 

 

(Rs) 

-------- 

Revenue 

Collected 

 

(Rs) 

--------- 

Arrears as 

at 31 

December 

(Rs) 

----------- 

Estimated 

Revenue 

 

(Rs) 

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

Revenue 

billed 

 

(Rs) 

--------- 

Revenue 

Collected 

 

(Rs) 

--------- 

Arrears as 

at 31 

December 

(Rs) 

----------- 

Rate and 

taxes 
776707000 777937676 777517325 277637997 678807500 871257611 978367885 277217646 

Rent 2074937000 2075807384 2677417663 670607086 1976477200 1977787392 2073927721 1272217365 

License 

fees 
171517000 278047195 278457320 3117875 7997500 170537388 9277388 3537000 

Other 

income 
1578317000 2171287059 2178987320 276417679 1477247400 2176367030 1978187708 374117940 

Total 

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

78,578,000 

======= 

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

85,609,657 

======= 

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

8<,569,95; 

======= 

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

55,:::,96: 

======= 

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

75,085,900 

======= 

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

80,8<6,755 

======= 

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

80,<:8,:05 

======= 

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

5;,:0:,<85 

======= 
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(c) Shop No. 32 owned by the council had been 

leased out to a tenant since 19 May 1994, and 

the lessee had illegally constructed a two-

story building at the premises and was 

operating a restaurant there. However, no 

legal action had been taken in this regard, nor 

had the outstanding rent amounting to 

Rs.41,085 been recovered. 

It has been reported that 

inquiries have been made from 

the Deputy Director of the 

Hambantota Urban 

Development Authority to 

obtain advice and 

recommendations regarding the 

appropriate course of action to 

be taken concerning the 

unauthorized construction.  
 

Legal action should 

be taken to remove 

the unauthorized 

construction and to 

safeguard the 

council’s property. 

(d) A person who had served as a council 

member from 2008 until 18 March 2023 had 

also been occupying shop No. S-01 at the 

council bus stand as a lessee, which is 

contrary to Section 227(1) of the Urban 

Councils Ordinance. However, action had not 

been taken to recover the total value of 

Rs.1.86 million paid to him as council 

member allowances during that period, nor 

the rent and penalty amounting to Rs.1.01 

million receivable from him for the said shop 

up to the end of the year under review. 

It has been reported that 

instructions have been given to 

credit the council member 

allowances back to the council 

fund and that written 

notification has been issued 

stating that recovery will be 

made after the court case 

regarding the tenancy rights of 

shop No. S-01 is concluded, as 

it may affect the ongoing legal 

proceedings.  

 

The outstanding 

income and council 

member allowances 

should be recovered 

promptly. 

(e) A total sum of Rs.5.47 million receivable 

from leasing out the public market and the 

Rest House premises owned by the council 

had not been recovered up to now. 

It has been informed that, as 

per the court decision, the 

lessee of the public market has 

been allowed to settle the 

arrears in instalments, and that 

with regard to the arrears billed 

for the old Rest House 

premises, necessary 

instructions have been sought 

from the Commissioner of 

Local Government to decide on 

writing off or taking other 

appropriate action. 

 

The outstanding 

revenue should be 

recovered promptly. 

(f) A sum of Rs.1,010,000 recoverable from four 

permanent advertising boards had not been 

collected, while Rs.360,000 of that amount 

had remained outstanding for more than two 

years. 

 

 

It has been stated that the 

relevant business owners have 

rejected to pay these service 

charges, and since there are no 

legal provisions to recover the 

dues, action is being taken to 

refer the matter to the next 

General Council for a decision 

regarding writing off the 

amount. 

The outstanding 

revenue should be 

recovered promptly. 
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(g) A sum of Rs.610,265 recoverable from the 

Fire and Disaster Unit belonging to the 

Council had not been recovered in 

accordance with Sections 170a(1) and (2) of 

the Urban Councils Ordinance. 

 

 

It has been reported that 

Rs.90,050 of the outstanding 

balance cannot be recovered 

and has been referred for 

approval to be written off, 

while Rs.40,175 has already 

been recovered, and written 

notifications have been issued 

to recover the remaining 

balance. 

 

The outstanding 

revenue should be 

recovered promptly. 

(h) A sum of Rs.19.25 million was receivable as 

stamp duty from the Chief Secretary of the 

Provincial Council and other relevant 

authorities as at 31 December of the year 

under review. 

 

It has been reported that Rs.6.2 

million has been recovered, and 

reminders have been issued to 

recover the remaining balance. 

 

A formal mechanism 

should be established 

in coordination with 

the Chief Secretary, 

the Governor, and the 

Land Registrar’s 

Office to ensure the 

proper recovery of 

stamp duty income. 

 

 

3.   Operational Review 

3.1  Identified Loses 

Audit Observation 

 

Comments of the Council 

 

Recommendation 

 

According to the board of survey 

reports, the deficiencies of certain assets 

belonging to the council’s Fire and 

Disaster Management Unit valued at 

Rs.669,600, and equipment belonging to 

the preschool a multimedia projector 

and projector screen valued at 

Rs.133,400 had been pointed out. 

Although 10 years and 9 years 

respectively had elapsed since these 

shortages were identified, no action had 

been taken to recover the losses from 

the responsible parties. 

Cases have been filed in the 

Tangalle Magistrate’s Court, 

and after settlements are 

provided, recovery of the 

deficiencies will be carried out.  

The loss caused to 

the council must be 

recovered from the 

responsible parties. 
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3.2 Management Inefficiencies 

Audit Observation 

 

Comments of the Council 

 

Recommendation 

 

The council had failed to recover 

a total amount of Rs.548,991 

which should have been charged 

as covering approval fees, 

Process costing, and compliance 

certificate fees for three building 

plans approved by the council. 

Furthermore, no legal action had 

been taken regarding three 

buildings that had been 

completed and were operating 

businesses without obtaining the 

required certificates of 

conformity. 

It has been informed that legal 

approval should be obtained for 

the sections constructed outside 

the approved plans. Thereafter, it 

has also been advised to obtain the 

covering approval certificate of 

conformity. Once the plans are 

submitted, steps will be taken to 

recover the prescribed fees. 

Action should be 

taken to promptly 

recover the fees 

that must be 

charged as 

covering approval 

fees, preliminary 

fees, and 

compliance 

certificate fees, and 

to take the 

necessary legal 

measures in this 

regard. 

 

3.3  Operational Inefficiencies 

Audit Observation 

 

Comments of the Council 

 

Recommendation 

 

According to the amendments made 

to the National Environmental Act 

No. 47 of 1980 by the Extraordinary 

Gazette No. 2264/18 dated January 

27, 2022, the council had failed to 

encourage 13 industries that were 

required to obtain environmental 

licenses during the reviewed year 

and to issue such licenses. As a 

result, environmental license fee 

revenue amounting to Rs. 64,350, 

which should have been collected, 

had not been recovered. 

It has been stated that the necessary 

actions to issue environmental 

licenses to the industries that are 

required to obtain them during the 

reviewed year are currently being 

carried out.  

Businesses should be 

encouraged to obtain 

environmental licenses. 

 

3.4 Idle or underutilized Property, Plant and Equipment 

Audit Observation 

 

Comments of the Council 

 

Recommendation 

 

Although construction of an open 

yard for waste layering activities at 

the Pattiyapola Waste Management 

Centre had been commenced in 

2020 at a cost of Rs.1.55 million, 

the work had been abandoned 

It has been stated that although 

annual requests for specific 

provincial allocations had been 

made, such allocations have not yet 

been received, and therefore, the 

construction work remains 

Attention should be paid 

to the availability of 

existing resources and 

funds when planning 

such projects. 
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midway, resulting in the amount 

spent becoming an Idle expenditure. 

 

. 

suspended. However, provisions 

have been requested for this 

purpose during the current year. 

 

 

3.5 Assets Management 

Audit Observation 

 

Comments of the Council 

 

Recommendation 

 

(a) The council had not taken legal 

ownership of 15 plots of land, 

totalling Rs.11.09 million in 

value and measuring 10 acres, 

0.5 roods, and 13.16 perches, 

which are currently being 

utilized by the Urban Council. 

 

. 

It has been stated that the audit 

observation is accepted. 

 

 

Immediate action 

should be taken to 

transfer the legal 

ownership of these 

properties. 

(b) Five plots of land owned by 

the Urban Council, measuring 

3 acres, 1 rood, and 23.66 

perches in total, had remained 

idle without being utilized for 

any productive purpose. 

 

 

It has been stated that necessary 

actions are being taken to make 

use of them. 

 

Actions should be 

taken to utilize these 

lands for productive 

activities. 

 

3.6 Delays in Project Activities or Capital work 

Audit Observation 

 

Comments of the Council 

 

Recommendation 

 

According to the annual action plan, 

the council had entered into an 

agreement at 31, December 2024, to 

carry out the construction of a 

drainage system connecting to 

Madekatiya Savuris Silva Mawatha, 

a project estimated at Rs.1.47 

million. As per the agreement, the 

work was to be completed and 

handed over within 80 days; 

however, by 28, April  2025, the 

project had not been completed. 

It has been stated that, according to 

a committee decision made by the 

council, the project has been 

temporarily suspended. 

 

When planning such 

projects, attention 

should be paid to the 

available resources, 

funds, and any related 

natural or physical 

constraints, and the 

work should be carried 

out in accordance with 

the terms of the 

agreement. 
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3.7  Procurement Management 

 Audit Observation 

 

Comments of the Council 

 

Recommendation 

 

(a) In terms of Section 4.2 of the 

Government Procurement Guidelines – 

2006, the procurement plan and 

procurement time schedule had not been 

prepared and updated. 

 

 

It has been stated that the 

procurement plan for the 

year 2024 has been 

prepared with the 

procurement time schedule 

and approved by the 

Finance and Policy 

Committee. 

 

 

The procurement 

plan and 

procurement time 

schedule should be 

prepared in 

accordance with 

Section 4.2 of the 

Government 

Procurement 

Guidelines. 

 

(b) Under the 2024 Southern Province 

Development Plan, when purchasing a 

“Play Station 01” model equipment set 

for the council’s children’s playground, 

the procedures had been carried out in 

deviation from Sections 6.3.1, 6.3.6, 

and 7.8 of the Government Procurement 

Guidelines – 2006. Disregarding the 

Technical Evaluation Committee’s 

recommendation to select the lowest bid 

of Rs.1,555,000 the Procurement 

Committee had decided to purchase the 

play station equipment from a bidder 

whose quotation, amounting to 

Rs.2,475,000, had not even been 

evaluated by the Technical Evaluation 

Committee. As a result, an excess 

payment of Rs.920,000 had been made, 

and the procurement process had been 

carried out in deviation from 

procurement objectives and established 

regulations. 

 

It has been stated that the 

Procurement Committee 

decided to install the 

equipment valued at 

Rs.2,475,000, as it was 

considered the most 

effective and suitable 

option that could provide 

maximum reliability within 

the approved allocations. 

 

The council should 

ensure that future 

activities are carried 

out in accordance 

with the provisions 

of the Government 

Procurement 

Guidelines and that 

purchases are made 

in a manner that 

fulfils the intended 

objectives. 

(c) According to Section 6.3.2 of the 

Government Procurement Guidelines – 

2006, bids received after the deadline 

should be rejected without being 

opened. However, in purchasing official 

uniforms valued at Rs.256,500 delayed 

bids had been evaluated. 

 

It has been stated that the 

bids received late were not 

evaluated. 

 

Action should be 

taken in accordance 

with Section 6.3.2 of 

the Government 

Procurement 

Guidelines. 
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(d) According to Section 7.9.2 of the 

Government Procurement Guidelines – 

2006, before commencing bid 

evaluation under other procedures, the 

evaluation should be carried out 

excluding the value of VAT. However, 

when evaluating bids for the purchase 

of nine tyres valued at Rs.467,500 the 

council had not done so. 

 

It has been stated that 

action is being taken to 

rectify this incorrect 

situation. 

 

Bid evaluations 

should be carried out 

excluding the value 

of VAT before 

commencing 

evaluation under 

other procedures, in 

accordance with the 

provisions of the 

Government 

Procurement 

Guidelines. 

3.8 Human Resources Management  

 Audit Observation 

 

 

Comments of the Council 

 

Recommendation 

 

 

(a) The council had not regularized 12 

excess employees attached to two 

positions. 

 

 

It has been stated that requests 

have been made to include 

them in the approved staff 

cadre. 

 

 

A review should be 

carried out regarding 

the council’s staffing 

requirements. 

(b) The Revenue Inspector serving in the 

council had been released to the 

Sabaragamuwa Provincial Public 

Service effective from 22 May 2024, on 

the basis of later re-absorption. 

However, no action had been taken to 

fill the vacancy in the post of Revenue 

Inspector, and the related duties had 

been assigned to a health labourer of the 

council from 12 August, 2024. 

 

It has been stated that requests 

have been made to temporarily 

suspend this transfer and to 

appoint a Revenue Inspector 

on a temporary basis. 

 

 

Action should be 

taken to retain officers 

necessary for carrying 

out the council’s key 

functions. 

(c) In terms of Public Administration 

Circular No. 18/2001 dated 22 August 

2001, the transfer policy had not been 

properly implemented. As a result, nine 

officers serving in the council had been 

working at the same service station for 

periods ranging from 5 to 10 years. 

 

It has been stated that the 

necessity of implementing the 

transfer policy is 

acknowledged. 

 

Action should be 

taken in accordance 

with the transfer 

policy. 
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3.9 Visual Irregularities 

 

 

 

 

 

 

 

 

 

 

 

 

4.  Accountability and Good Governance 

4.1  Annual Action Plan 

Audit Observation   Comments of the Council Recommendation 

Eleven development proposals 

amounting to Rs.61.16 million, which 

had been approved for implementation 

through the 2024 annual budget, had 

not been executed. 

 

 

It has been stated that nine 

projects planned to be 

implemented through 

decentralized funds could not 

be carried out due to non-

receipt of allocations, and two 

projects that were to be 

implemented using council 

funds were also not completed. 

 

 

Action should be taken to 

properly plan and 

implement the targeted 

development proposals. 

 

4.2   Audit and Management Committee 

Audit Observation   Comments of the 

Council 

Recommendation 

Although Audit and Management 

Committee meetings are required to 

be held at least once every quarter 

that is, four times for a year only 

three such meetings had been held 

in 2024. 

 

 

 

 

 

It has been stated that due 

to heavy official 

workload, delays 

occurred in scheduling 

meetings for the relevant 

quarters, and therefore 

only three meetings were 

held instead of four. 

 

. 

 

Audit and Management 

Committee meetings should be 

held once every quarter 

Audit Observation 

 

Comments of the Council 

 

Recommendation 

 

A forged building plan and a certificate 

of conformity had been prepared using 

the Urban Council’s date stamp and 

letterhead and provided to an external 

individual. It was observed that a 

technical officer of the council had been 

involved in preparing and issuing these 

forged documents. Although a year had 

passed since the incident, no formal 

action had been taken. 

 

 

It has been stated that a 

preliminary investigation 

regarding this incident is 

currently being conducted by 

the Department of Local 

Government. 

 

 

Formal 

disciplinary action 

should be taken in 

this regard. 
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4.3  Budgetary Control 

Audit Observation Comments of the Council Recommendation 

(a) The total of unfavourable 

variances in three revenue 

items amounted to Rs.85.62 

million, ranging between 

17% and 91%. 

 

It has been stated that although 

capital grants had been estimated, 

the expected grants were not 

received as anticipated, which 

caused the variance. 

 

Variances should be minimized 

through proper planning, and 

revenue collection should be 

carried out efficiently. 

(b) During the year under 

review, provision transfers 

amounting to Rs.4.75 

million had been made 

between expenditure items. 

This situation had arisen due 

to failure to allocate 

budgetary provisions 

accurately for the respective 

expenditure items. 

 

 

It has been stated that the 

allocated provisions had been 

insufficient, and steps will be 

taken in the future to minimize 

such situations when making 

budgetary allocations. 

 

 

Expenditures should be correctly 

identified, and the necessary 

provisions should be accurately 

estimated. 

4.4  Environmental Observations 

Audit Observation   Comments of the 

Council 

Recommendation 

According to conditions 2.2 and 3.2 of 

the Environmental Protection License 

issued by the Central Environmental 

Authority for the council’s solid waste 

management project, solid waste 

brought for compost production should 

not be heaped openly on the premises of 

the waste management site, and non-

compostable solid waste should not be 

disposed of in open land. Furthermore, 

recyclable materials should be separated 

as much as possible, and only non-

recyclable materials should be used for 

landfilling, with the recommendations 

of the Central Environmental Authority. 

However, the council had not acted in 

accordance with these conditions. 

 

 

It has been stated that 

this issue is expected 

to be resolved after 

the sale of organic 

fertilizer and the 

implementation of the 

second phase of the 

waste yard open 

platform project. 

 

 

A systematic procedure should be 

established for the disposal of 

waste. 

 


