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Special Audit Report on Advance Payment for Import of 15,000 Dairy Cattle under Step II 

of the Phase III of the Project 

 

Executive Summery  

The dairy cattle import project was implemented in three phases and a special audit report was 

issued by the National Audit Office in 2018, including information on the dairy cattle imported 

under the Step I of first, second and third phases of the project. This report was issued as an 

extension of the said report. Accordingly, the Ministry of Economic Development had 

commenced to take the necessary steps to purchase 20,000 dairy cattle in 2014 under the third 

phase from Wellard Rural Exports Pvt Limited of Australia itself from which the dairy cattle 

were imported under first and second phases of the project. Accordingly, 5,018 dairy cattle had 

been imported in 2017 under the step I of phase 3 and it had been planned to import 15,000 dairy 

cattle under the step 2 on the success of the above import.  

However, according to the special audit report issued on 04 May 2018 regarding the dairy cattle 

imported under the first two phases and step I of phase 3 of dairy cattle import, the observations 

for the various issues and losses that existed in those stages had been identified and 

recommendations had been given to rectify those situations. However, the dairy cattle import 

activities had been commenced under step II of phase 3 regardless of the above scenario. Also, 

despite various issues arisen in respect of those initial phases, importation of dairy cattle without 

carrying out a new procurement from the aforesaid Wellard Rural Export Company of Australia, 

which was the supplier selected about 10 years ago. 

 

Further, although the actions had been taken to pay a sum of US$11,093,108 (Rs. 1,749,672,697) 

which was the advance payment of 20 percent from the total contract value related to all 15,000 

dairy cattle in that year to the supplier while only 2,500 dairy cattle worth US$8,099,729 had 

been planned to be imported in 2018, the Government of Sri Lanka had not received any benefit 

for that even as at 27 February 2025. Further, the Ministry of Rural Economy had not taken steps 

to maintain an acceptable advance security for the said advance, and the opportunity to somehow 

cover the idle cost paid to a foreign company without any benefit was also lost due to the non-

availability of advance security. In addition, the audit did not observe that the adequate steps had 

been taken to recover this advance amount of Rs. 1,749,672,697 paid without proper study and 

before the fulfillment of the relevant basic tasks. Similarly, since the dairy farmers owing those 

dairy cattle imported under Step 1 of Phase 3 were also facing numerous problems, a Cabinet 

Memorandum had been submitted stating that it was necessary to provide financial facilities for 

those farmers as well. Accordingly, the government had to bear a burden of expenditure for the 

advancement of dairy farmers in addition to the above-mentioned advance amount paid in vain 

and the total idle expenditure of Rs. 2,110,302,436 along with the foreign exchange loss incurred 

with the payment of that amount. Moreover, interest expenses and foreign exchange loss may 

also be incurred in settling this loan amount in the future.  
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This report has made several recommendations such as taking legal and/or disciplinary action 

against the parties who made relevant observations, recommendations and approvals regarding 

the payment of an idle advance, taking steps to recover the idly-paid advance amount from the 

suppliers or, taking necessary steps to recover this amount from the parties who caused this 

payment to be paid to the supplier if such recovery is not possible, developing a formal 

methodology that can be implemented effectively and in a way that maximizes economic 

benefits by resolving the currently arisen issues in the implementation of such high-value 

projects in the future, and subjecting the success of such projects to direct supervision of General 

Treasury prior to making financial allocations for such projects and in the implementation of the 

projects.  
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01.  Background and Nature of the issue      

A dairy cattle import project had been initiated with the aim of increasing local milk 

production in Sri Lanka and reducing the significant cost incurred on importing milk 

powder. Accordingly, plans were made to import dairy cattle in several phases and the 

National Audit Office issued a special audit report on the dairy cattle imported under 

Step I of Phases 01, 02 and 03 in the year 2018. 

 However, this report had to be issued due to paying an advance amount of Rs. 

1,749,672,697 (US$ 11,093,108) to Wellard Rural Exports Pvt Limited, Australia for 

Step II of Phase 03 without fulfilling the initial activities prior to the import within the 

stipulated timeframe despite the various issues arisen regarding the 5,018 dairy cattle 

imported to Sri Lanka for Step 1 of Phase 03, and as the said advance amount had 

become an idle expense.  

2 Methods followed  

2.1  Perusal of the documents, books and reports 

 

(i) Cabinet Decisions and related Cabinet Memorandums on the dairy cattle import 

project. 

(ii) The report issued by the Independent Expert Committee after examining the dairy 

cattle import project. 

(iii)  Relevant loan agreements, contract agreements and amendments. 

(iv)  Relevant files of the Ministry of Rural Economy. 

(v)   Letters exchanged with the contractor by Ministries and Departments 

(vi)  Animal Diseases Act, No. 59 of 1992. 

(vii) Information obtained from the General Treasury regarding dairy cattle import 

projects. 

2.2  Conducting Interviews 

(i) The Project Director, Ministry of Livestock and Rural Community Development. 

(ii)  Director General and Director of Department of Animal Production and Health. 

(iii) Director, Department of Treasury Operations and Director, Department of Debts  
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03 The Scope  

The scope covered by this report is the examination of the facts of the background to pay 

the advance of Rs. 1,749,672,697 (US$ 11,093,108) accounted under the Ministry of 

Agriculture, Rural Economic Affairs, Livestock Development, Irrigation, Fisheries and 

Aquatic Resources Development and paid by the Department of Treasury Operations on 

08 May 2018 to Wellard Rural Exports of Australia for the import of 15,000 dairy cattle 

finally under the project to import 20,000 dairy cattle, formality and legality of  

payment, the steps taken to recover the advances and the matters incidental thereto.  

04     Authority for Audit  

The action had been taken to issue this report on the powers vested by section 13 of the 

National Audit Act No.19 of 2018 as an extension of the Special Audit Report tabled in 

the Parliament on 23 May 2018 on dairy cattle import project based on the requests 

made for issuance of a Special Audit Report in relation to import of 15,000 dairy cattle 

by State Ministry of Livestock Resources at the meeting of Committee on Public 

Enterprises held on 23 November 2022.   

05.  Process  

5.1   Providing the financial facilities for import of 20,000 dairy cattle  

5.1.1 More priority had been given for increase the domestic milk production in order to 

fulfillment of the domestic consumer requirement by Sri Lankan Government and the 

acute shortage of the milking   animals prevailing in the country had obstructed the   

effort for enhancement of milk production  industry of the government and attaining 

self-sufficiency in  milk had been indicated in the background of the cabinet 

memorandum  No. 14/0047/504/010 dated on 13 January 2014 under captioned of  

import of 20,000 dairy cattle. (Annexure 01)  

5.1.2 Accordingly, it had been mentioned  in the aforesaid cabinet memorandum that 2,000 

dairy cattle had been imported up to the date of this memorandum for improvement of 

the local milk industry and it was due to be imported another 2,500 cattle up to that date.  

(A report in relation to this had been issued by the National Audit Office on 04 May 

2018.)In addition, it had been further indicated in the said memorandum that the 

Minister of Finance and Planning had also proposed to allocate the funds for import of 

20,000 dairy cattle with high quality at the budget speech.   
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5.1.3 Furthermore, it had been noted in such memorandum that it was discussed to obtain a 

loan amount of US $ 62,860,946.61 from Cooperative Rabobank U.A in Netherland  

under a guarantee provided by Export Finance and Insurance Corporation – EFIC in 

Australia for financing 85 percent of the project cost under the buyer’s  export loan 

facility and obtain a commercial loan amount of US $ 11,093,108.22 from said bank 

itself for financing the balance 15 percent of the project cost.   

5.1.4 It had been mentioned that the loan amount of US $  62,860,946.61 will be provided 

with a grace period of 02 years with the repayment period of 07 years under interest rate 

of 2 percent per year added to  six months London Interbank Offered Rate (LIBOR).   

Moreover, it had been noted that a concurrence fee of 0.25 percent per year will be 

charged by the bank for the non-utilization portion of this loan amount. In addition, it 

had been noticed that 0.25 percent from the loan amount should be paid within 07 days 

from the date of signing the agreement as management fee and   the legal expenses, 

travelling expenses and other expenses to be incurred for implementation of this loan 

agreement should be borne by the Government.  

5.1.5 It had been indicated that the loan amount of US $ 11,093,108.22 will be granted under 

interest rate of 5 percent  per year with the grace period of 02 years and 06 months and 

with the repayment period of 03 years and 06 months. Furthermore, it had been 

informed that the comments of the Monetary Board of Central Bank of Sri Lanka had 

been inquired for the financial impact occurred in obtaining this loan facility.   

5.1.6 The approval of the Cabinet of Ministers had been sought by the cabinet memorandum 

No. 14/0047/504/010 dated 13 January 2014   indicated in above 5.1.1 for entering into 

agreement to obtain a   loan amount of US $  62,860,946.61 with Cooperative Rabobank 

U.A in Netherland  (RABO Bank) and Export Finance and Insurance Corporation – 

EFIC in Australia as per the terms specified in above paragraph  5.1.4   and entering into 

agreement to obtain a loan facility  of US $11,093,108.22  with Cooperative Rabobank 

U.A in Netherland  (RABO Bank) as per the terms specified in above paragraph 5.1.5.    

5.1.7  The Cabinet of Ministers had taken action to grant the approval by No. CP 

/14/0047/504/010 for the proposals indicated in the above paragraph 5.1.6 on 13 January 

2014 which was the date of submission of the cabinet memorandum. (Annexure 02)  

5.2  Obtaining the approval for award the contract for import of 20,000 dairy cattle 

5.2.1 In accordance with the cabinet memorandum No. 14/0241/519/004  presented by the 

Minister of Economic Development on 17 February 2014,  it had been indicated that the 

quotations had been called from 41 institutions by Ministry of Livestock Resources and  

Rural Community Development and selected Wellard Rural Exports Private Company in 

Australia for import of the dairy cattle in first and second phases.  (Annexure 03)  
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5.2.2 Moreover, it had been further indicated that it was planned to import  20,000  dairy 

cattle and distribute those cattle  among the farmers by the Ministry of Economic 

Development and Wellard Rural Exports Private Company which had provided the dairy 

cattle to Sri Lanka in previous occasions  had submitted the quotation of US $ 

73,954,054.83 for this purpose. It had been noticed that these quotations are similar to 

the quotations for import of 2,500 dairy cattle under phase ii of dairy cattle import 

project by Ministry of Livestock Resources and Rural Community Development.   

5.2.3 Furthermore, the approval had been sought for the under-mentioned proposals from this 

memorandum.    

(i) To award the contract value of  US $ 73,954,054.83 for import of 20,000 dairy 

cattle within 02 years as batches  to Wellard Rural Exports Private Company in 

Australia  and    

(ii) To enter into agreement with Export Finance and Insurance Corporation – EFIC in 

Australia and Rabo Bank in Netherland by the Department of External Resources 

to obtain the loan amount related to that.  

5.2.4 The under-mentioned observations had been given by Minister of Livestock Resources 

and Rural Community Development for this memorandum on 06 March 2014. 

(Annexure 04) 

(i) The imported animals should be compulsorily quarantined in 30 days at an isolated 

place/farm under strict supervision of veterinarian and it is not recommended the 

quarantine of these animals at the places/farms scattered as small batches. 

(ii) It had been thoroughly emphasized that these dairy cattle with higher value should 

not be directly distributed to the dairy farmers. The foundation stock of these 

animals should be maintained as nucleus batches and  should be reared under 

proper management conditions and medical caring in suitable state farms (such as 

NLDB) and the first and subsequent generations (female animals) of these 

animals can be distributed to the beneficiary farmers.   

(iii) The imported animals with European gene processing and higher  yielding  should 

be provided environmentally adjusted houses/cold cattle sheds in association with 

excellent management and the nutritional levels and that is very expensive 

operation for average, small and medium level dairy farmers in the country. The 

full production capability of these cattle with higher yielding couldn’t be obtained 

if these animals should not be subjected to proper management and the health 

caring.  
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(iv)   The imported animals can be fed with the higher quality total mixed ration (TMR) 

by the resources and expert knowledge owned by National Livestock 

Development Board (NLDB).  

(v) However, the direct issuance of imported animals to the well-managed large scale 

commercial level dairy farms/breeding farms located in suitable agricultural 

climatic zones can be considered as an alternative under strong veterinarian 

recommendations and the economies of scale (number of animals imported to one 

farm) is high and the action should be taken to obtain the maximum profit margin.   

(vi) The program on import of dairy cattle should be directed by the Ministry of 

Livestock Resources and Rural Community Development as per the foregoing 

facts and the technical nature of this operation.   

(vii) The proposal for providing the overall policy guideline and the technical 

assistance for this program by a committee consisting with the representatives of  

the Ministry of Livestock Resources and Rural Community Development, 

Department of Animal production and Health and National Livestock 

Development Board.   

(viii) Furthermore, it had been informed that there is an increase of US $ 665 of the 

value of the dairy cattle mentioned in this Cabinet Paper (US $ 73,954,054.83 for 

20,000 cattle US $ 3,697.70 for one cattle) comparatively to the value provided by 

the same company itself for import of 2,500 cattle (US $ 7,582,167.02 for 2,500 

cattle US $ 3,032 for one cattle) under phase 02 of the dairy cattle import program 

implemented by the ministry in 2014. 

 

5.2.5 The observations of the Minister of Finance and Planning had been given for this 

memorandum in February 2014. Accordingly, the concurrence had been given for the 

first proposal indicated in above paragraph 5.2.3 of said memorandum taking into 

account it as a national requirement. It had been also mentioned that the activities related 

to entering into agreement with regard to obtaining the proposed loan amount pertaining 

to the second proposal. (Annexure 05)    

 

5.2.6 Additionally, the observations had been also  given by the secretary of Ministry of 

Economic Development for this matter on 03 June 2014 as indicated below. (Annexure 

06) 

(i) There is no difference in the import prices  of these cattle when comparing the 

prices of the cattle imported by the Ministry of Livestock Resources and Rural 

Community Development.  
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(ii) Since the approval of the Cabinet of Ministers is delay on delay of the observations 

of the Ministry of Livestock Resources and Rural Community Development,  it 

takes some time to act on the loan facility with Export Finance and Insurance 

Corporation –( EFIC) in Australia and Cooperative Rabo Bank U.A in Netherland  

for obtaining the loan facilities for this project. 

(iii) These  all  delays will  cause to delay the import of  the dairy cattle to the country  

and it will obstruct the fulfillment of the national economic targets within the 

stipulated period of time.  

(iv) It had been indicated that it is expected from this to  provide  20,000 cattle in high 

quality with an objective of attaining  self-sufficiency in local milk which is one 

major component of Divineguma National Development Program implemented by 

Ministry of Economic Development. Furthermore, it had been noticed that the 

action will be taken by always maintaining a proper co-ordination with relevant 

ministries and other institutions in implementation of these projects and the 

technical assistance of Ministry of Livestock Resources and Rural Community 

Development and other relevant institutions should be mandatory obtained in 

relation to the following technical facts in this project.  

-  Selection of the suitable animals matching with various climatic zones  

-  Observation the import health requirements in import of animals 

-  Selection of pregnant dairy cattle in mother country or in import 

- Selection of suitable farms for quarantine and control of the imported 

dairy cattle 

- Development of improved grasses and legumes   for imported animals 

- Observation whether the cattle are under required health conditions prior 

to export in mother country or in import  

- Transportation of  the imported animals from the port to the quarantine 

premises safely 

-  undergoing the imported cattle for post imported health tests for a period 

of 30 days 

-     Additionally, it had been mentioned that the technical assistance required 

for implementation of such projects is always obtained from the relevant 

ministries and institutions in commencement and implementation of 

livelihood development projects by Ministry of Economic Development 

and the permanency of the livelihood development projects and 

implementation throughout   the country in same manner is fulfilled by a 

program in this manner. 
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(iv) The secretary of Ministry of Livestock Resources and Rural Community 

Development is taking action to implement this project very effectively by 

obtaining the technical assistance required for implementation of the relevant 

project from Ministry of Livestock Resources and Rural Community 

Development and relevant institutions under purview that in cooperation with the 

officers who had been already nominated or such institutions and obtaining the 

recommendations of the expert committee appointed by the Ministry of Economic 

Development. 

 

(vi) It is requested to immediately refer the relevant Cabinet Paper to the attention of 

the Cabinet of Ministers. 

 

5.2.7 The observations of the  Central Bank of Sri Lanka had been submitted for the cabinet 

memorandum No. 14/0241/519/004 dated 17 February 2014 on 20 March 2014 

(Annexure 07) and   even though the local milk  demand is 900 million liters as per 

such observations, the milk  supply is only 320 million liters. Therefore, it had been 

indicated that it is essential to increase the number of crossbred dairy cattle within the 

country for improvement of the raw milk supply in medium term for fulfillment of the 

local demand. In this regard, Wellard Rural Exports Private Company had been selected 

by Ministry of Livestock Resources and Rural Community Development as the most 

suitable institute in accordance with the procurement process and 1,500 dairy cattle had 

been imported by National Livestock Development Board in 2013 and it is due to be 

imported another 2,500 dairy cattle in 2014. It had been mentioned that it was proposed 

to import 20,000 dairy cattle through this company by Ministry of Economic 

Development by the Budget 2014.  

Accordingly, since a reliable supplier had been established for providing the dairy cattle 

in high quality to Sri Lanka, it had been indicated that the proposal for awarding the 

contract to said company can be favorably considered. Moreover, it had been noticed 

that taking steps to the investment promotion for animal food production with the 

increase of number of crossbred dairy cattle and the promotion of the pasture 

development programs among the dairy farmers are equally important. It had been also 

recommended to discuss the loan agreement through the Department of External 

Resources based on the acceptable terms and conditions for implementation of the said 

project.    
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5.2.8 The approval had been granted by No. CP 14/0241/519/004 dated 05 June 2014 as 

follows for the cabinet memorandum indicated in above paragraph 5.2.1. (Annexure 08)  

 

(i)  To award the contract of import of  20,000 dairy cattle as batches within period of 

02 years as proposed under 2.1 of paragraph 2 of the memorandum dated 17 

February 2014 of the Minister of Economic Development   subject to the under-

mentioned facts,  

(a) As emphasized from (a) to (i) of the observations dated 06 March 2014 of the 

Minister of Livestock Resources and Rural Community  Development  and 

as mentioned in the above letter dated 03 June 2014, the components related 

to the process of import of dairy cattle  to this country agreed by the Ministry 

of Economic Development should be fulfilled to the satisfaction of the 

authorized officers of Ministry of Livestock Resources and Rural 

Community  Development and other officers.    

(b) A committee consisting with 03 officers who had been already nominated by 

Ministry of Livestock Resources and Rural Community  Development and 

officers due to be nominated by the Ministry of Economic Development by 

the letter dated 03 June 2014 (Annexure 09) should be appointed  for 

monitoring the implementation of the functions mentioned in above (a). 

(ii) Finalization the activities for entering into agreement with Export Finance and 

Insurance Corporation – EFIC in Australia and Cooperative Rabo bank U.A  in 

Netherland  by Department of External Resources in order to implement the 

project.   

5.3  Importing 5,018 dairy cattle under the first step of the 3rd phase of the project to 

import 20,000 dairy cattle 
 

5.3.1  1,994 dairy cattle had been imported on 14 May 2017 under the first step of Phase 3, and 

1,911 animals had been distributed on the same day, while the remaining 83 animals had 

been retained at the Menikpalama farm and distributed after 30 days and 74 days, that is, 

on 13 June 2017 and 28 July 2017 respectively. Accordingly, 1,978 cattle had been  

distributed to Nuwara Eliya, Badulla, Kandy and Matale districts as 737,100,306 and 

835 respectively as of 15 September 2017 for 21 farms in those districts with a range of 

12 to 428 cattle per farm. The cost of each of those animals including importation value, 

transportation cost, vaccination and disease testing costs amounted to a total of 3515.29 

American Dollars ($) or approximately Rs.520, 228 (up to the point of delivery to the 

farm) of which only Rs. 200,000 had been collected from the dairy farmers and the 

remaining amount of Rs. 320,228 had been spent by the government. 
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It had been able to identify that out of 902 cattle distributed to 09 farms inspected by the 

audit in the year 2018, 31 had been infected with the disease called Mastitis at the time 

they were brought to the farm. Further, out of 20 nucleus herds given to one farm, 6 

were found to have dead udders, 11 animals not pregnant at the time of import had been 

imported to Sri Lanka while they had been recorded as negative at their pregnancy test, 

and out of 566 imported animals, 13 animals had been identified as non-pregnant and 

aborted. 

5.3.2  Further, 3,024 dairy cattle had been imported to this country under this project on 27 

December 2017. According to the quarantine report on those dairy cattle submitted by the 

Chief Animal Quarantine Officer and the Director of Veterinary Research, the Director 

General of the Department of Animal Production and Health had informed the Secretary 

to the Ministry of Rural Economy by letter dated 22 February 2018 that there was a risk 

of the agents of disease carried by those animals being transmitted to local cattle and 

humans. (Annexure 10) 

 (The information stated in paragraphs 5.3.1 and 5.3.2 above was taken from the  

Special Report on Importation of Dairy Cattle in the year 2018) 

5.3.3  Key points stipulated in the agreement entered into with Wellard Rural Exports 

(Pvt) Ltd on 14 October 2014 for the import of 20,000 dairy cattle.  
 

5.3.3.1 An agreement had been entered into between the Secretary to the Ministry of Economic 

Development and the Wellard Rural Exports Pvt Ltd of Australia on 14 October 2014 on 

the importation of dairy cattle. The agreement consisted of 13 annexures and some of 

the major conditions included in the first annexure are set out below (Annexure 11). 

 

(i) Section 2.01 

The contracted amount for the respective task is US$ 73,954,054.83 and it includes 

a 5 percent contingency expenditure and does not include any import duties or 

fees. 

 

(ii) Section 5.3 

Each consignment should be inspected after the shipment at the farm premises by 

the Buyer and the Supplier or their designated representatives. In case of any 

animal injured, sick, lost or not according to the specification, not because of the 

negligence or a wrong action of the Buyer or his representative, the Supplier 

should provide replacements at its own expense to the farm premises within a 

period of 90 days from the date of inspection. 
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(iii) Section 8.01 

In case of a dispute occurred between the parties regarding the contract, such 

dispute should first be resolved through negotiations between the two parties. The 

complications not resolved by negotiations should be referred to arbitration for 

being resolved.  

 

(iv) Section 13.01 

Subject to Supplier's compliance with all applicable laws, the Buyer should bear 

the responsibility for arranging all import permits, import licenses, consents and 

authorities, customs clearances, customs declaration and work and residence 

permits in Sri Lanka as necessary for the fulfillment of the purpose of this contract. 

 

(v) Section 16.02 

A Performance Guarantee representing 2.5 percent of the contract amount as 

payable in US Dollars should be provided by the Supplier from an approved 

licensed commercial bank on behalf of the Buyer for a period of two years from 

the date of the contract. 

 

5.3.3.2  The vaccination had been included as per the requirements of the accepted protocol as 

one of the specifications in Annexure XIII. (Annexure 12) 

 

5.3.3.3 The Section 3.01 of the agreement entered into between the Ministry of Economic 

Development and Wellard Rural Exports Pvt Ltd of Australia on 14 October 2014 had 

been amended on 6 November 2016. Accordingly, the contract condition nos 3.01 and 

3.02 under the Annexure I; that is, the schedule for payment of prices to the supplier for 

Phases I and II had been amended and it had also been included that Phase II would be 

implemented based on the success of 5,000 dairy cattle imported under step I of Phase 

03. (Annexure 13) 

5.3.4  Appointment of the Project Management Unit and Project Steering Committee 

 According to the letter No. DMS/7777/DASL dated 23 February 2017 of the Additional 

Director General of the Department of Management Services, the approval had been 

granted to the Secretary of the Ministry of Rural Economic Affairs to recruit a staff 

consisting with 13 officers including a Project Director, Deputy Project Director, 

Accountant, 4 Veterinary Doctors for the Project Management Unit. (Annexure 14) 

Further, the following officers had been appointed as the officers of the Project Steering 

Committee in December 2016 and February 2017. 
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 Name of the 

Committee Member  

Permanent Post  Date of 

Appointment 

01. Rohitha Wickramarathna  Director (Agriculture) 

Department of National Planning 

February 2017 

02. Indika Premarathna  Director 

Higher Economic Division 

Department of External Resources 

February 2017 

03. S.F. Abdul Hassan Director 

Department of Project Management and 

Monitoring 

February 2017 

04. M.K.D.N. Madampe Director 

Department of Development Finance 

February 2017 

05. Dr. R.P.M. Pathirathna  Additional Secretary (Livestock 

Development) 

Ministry of Rural Economic Affairs 

23 December 2016 

06. Dr. R.M. Ariyadasa Director General 

Department of Animal Production and 

Health 

23 December 2016 

07. Dr. K.P.G. Bhadralatha Provincial Director - Central Province 

Department of Animal Production and 

Health 

23 December 2016 

08. Dr. Weerasundara Provincial Director - Uva Province 

Department of Animal Production and 

Health 

23 December 2016 

09. M.D.S.A. Perera Chief Accountant 

Ministry of Rural Economic Affairs 

23 December 2016 

10. Dr. C.N.S. Gamage Deputy Director (Livestock Planning) 

Ministry of Rural Economic Affairs 

23 December 2016 

 

 

As per the particulars submitted to the audit, the committee had held 7 meetings as 

follows. 

Meeting Session  Date of Meeting  

1 21 February 2017 

2 7 July 2017 

3 28 September 2017 

4 23 November 2017 

5 19 August 2018 

6 22 February 2019 

7 11 April 2019 
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5.3.5  Expert Committee Report dated 18 March 2018 

5.3.5.1  A report had been presented on 18 March 2018 by the Committee appointed by the 

Secretary to the Ministry of Rural Economy to provide proposals for the import of dairy 

cattle under Phase I of the Dairy Cattle Import Program and the proposed import of 

dairy cattle under Phase II. (Annexure 15) The members of the said Committee are as 

follows. 

 

(i)  Prof. H.W. Cyril  Chairman,  

National Livestock Development Board 

 (ii)  Prof. J. Rajapaksa Head of the Department of Paraclinical 

Studies, University of Peradeniya 

 (iii)  Prof. Gamika Prathapasinghe Head of the Department of Livestock and 

Avian Sciences, Wayamba University 

 (iv)  Dr. W.W. Abeygunawardhana Director, Department of Animal 

Breeding, Animal Production and Health 

(DAPH) 
(v)  Dr. M.D.N. Jayaweera  Director, Department of Animal Health, 

Animal Production and Health (DAPH) 

(vi)  A.C.H. Munaweera Chief Executive Officer (CEO), 

Ambewela Dairy Products Private 

Limited 
(vii)  Shashika Karunadasa Department of External Resources 

(viii)  K.A.G. Pathmasiri Deputy Director General,  

National Livestock Development Board 

(ix)  B.P. Samanmala Department of Project Management and 

Monitoring  

 
 

5.3. 5.2  This report had stated that the efficacy of the animals distributed under Step I was tested 

based on the available details and field tests. As per the said report, 2,000 dairy cattle 

had been imported to the country in May 2017 and 3,000 dairy cattle in December 2017, 

and those animals had been distributed to 68 private farms situated in Central Province, 

Badulla and Kurunegala districts. 

 

Further, when the data obtained were compared with the expected levels, it had been 

indicated that the production performance of the dairy cattle was at the expected level, 

and that the feeding was a decisive factor in milk production, and however, the 

committee was satisfied with the milk production performance pattern of the imported 

animals. 
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5.3.5.3  However, 09 problematic situations; including the following weaknesses, had been 

identified in this report and the suggestions had also been presented to overcome those 

situations. 

(i) High prices of the feed given for dairy cattle. 

(ii) Inadequate knowledge among dairy farmers and lack of trained workers for dairy 

cattle management. 

(iii) Inadequate prices received by the farmers and the inefficiencies and inadequacies 

in the milk collection network. 

(iv) The importance of preparing suitable cattle sheds so as to make comforts to dairy 

cattle in order to get maximum milk yield. 

(v) The insufficiency of the services given by the agricultural advisors and 

veterinarians. 

(vi) The requirement of monitoring the commercial farms.  

 

5.3.5.4  However, as the Committee is satisfied with the current performance of imported dairy 

cattle, the positive growth of the dairy value chain for milk production and the 

increasing interest of the private sector to enter the dairy industry in a commercial 

perspective, the Committee had recommended that the changes made by the Ministry for 

the dairy industry should be continued and the steps should be taken to implement the 

second phase of the dairy cattle importation program. 

5.3.5.5  Further, it had been stated that the provision of feed (especially grass) and the use of 

appropriate milk management practices are very significant for the success of the project 

and that the farmers who will be provided with dairy cattle in the next phase should be 

selected 6 months before the import of dairy cattle. 
 

 

5.4  Starting the activities to import 15,000 dairy cattle under Step II of Phase 3 

5.4.1   The Letter No. MRE/SEC/52 dated 11 April 2018 (Annexure 16) under the heading 

“Dairy Cattle Importation Project Phase II, the Evaluation Committee Report of the 

Ministry of Rural Economy” had been sent by the Secretary, Ministry of Rural Economy 

to the Secretary, Ministry of Finance and Mass Media. It had been stated in the said 

letter that the instructions were given to the Project Director to discuss with the farmers 

and relevant institutions involved in the project regarding next steps to be taken, and that 

it was agreed to activate the second phase of the project according to the evaluation 

committee report prepared for the project, and that the Director General of the 

Department of External Resources should be informed accordingly for the execution of 

further proceedings.  

 

 

15



 

5.4.2  Accordingly, it had been informed by the letter No. AE/AUS/LS: 03 dated 12 April 

2018 (Annexure 17) that the buyer had conveyed his willingness to implement the 

second installment/ part by the letter dated 11 April 2018 subsequent to the review of the 

progress of the first installment /part of this project giving attention to the Section 3.5(b) 

of the Export Finance Facility Agreement dated 06 December 2016 that had been 

entered among the Borrower, the Financing Person and the Export Finance Insurance 

Company. Accordingly, the willingness to obtain the second installment of the loan had 

been conveyed by the said letter. 

5.4.3  Further, documents of request made on 17 April 2018 by  the Secretary to the Ministry 

of Rural Economy from the Director General of the Department of External Resources 

to release the loan amounts from financial institutions (Qualifying certificate supporting 

document for shipment) had been presented (Annexure 18). The relevant loan 

application forms had been signed by the Secretary to the Ministry of Rural Economy on 

behalf of the said Ministry and by the Wellard Rural Exports Pvt. Ltd of Australia. 

Accordingly, the value of the SR 3006 B invoice had been US$ 2,773,277.06.  

5.4.4  A letter had been sent by the Secretary, the Ministry of Rural Economy to the Director 

General of the Department of Nation Budget on 16 May 2018 referring to the letter No. 

AE/AUS/LS/03 of the Director General of the Department of External Resources dated 9 

May 2018 (Annexure 19). Since no provision had been made for this project related to 

the year 2018 as indicated by the said letter, the request had been made to allocate the 

provisions in the year 2018 for the implementation of Phase II of the project as per below 

particulars.  

Table No- Allocation of provision for importing dairy cattle 2018- 2020  

  

   

       

 US Dollars 

 2018 2019 2020 Total 

Stage 2     

20%  of the 15,000 dairy cattle 11,093,108    

Shipping of 2,500 dairy cattle 8,099,729    

Shipping of 7,500 dairy cattle   22,186,216   

Shipping of 5,000dairy cattle   14,086,486 55,465,541 

Total 19,192,837 22,186,216 14,086,486 55,465,541 
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5.4.5 In the meantime, through a letter sent on 11 July 2028 to the Secretary of the Ministry of 

Fisheries, Aquatic Resources and Rural Economic by Wellard Rural Export Limited, it 

had been requested to issue an import license since it was expected to import 2,558 

cattle in December 2018 (Annexure 20).      

 

5.4.6 Accounting of Payments  

5.4.6.1. As per letter No T0/PDM/PD/10/123 and 129 dated 14 July 2018 of the Director of 

the Treasury Operations (Public debt management), since sums amounting to Rs. 

437,418,174 (USD 2,773,277.06) (Annexure 21) and Rs. 1,312,254,523 (USD   

8,319,831.17) (Annexure 22) had been incurred respectively for this project in the 

month of May 2018 and it had been informed to the Secretary of the Ministry and 

the Project Director to obtain provision for accounting them. 

5.4.6.2  The project Director by his letter No MRE/04/02/08/08-(VII)  dated 06 August 

2018( annexure 23) had recommended the sum amounting to Rs. 1,749,672,697  as  

the 20 percent advance  payment  for 15,000 animals and sent to the Chief 

Accountant of the Ministry to be certified. Further, the Project Director had 

certified that the expenditure in the letters mentioned in above 5,4,6,1 sent by the 

Treasury Operations Department to be certified by that Department, as expenditure 

related to that project and that provision has been made therefor under object 

number154-02-05-33-2507(12).    

5.4.6.3. As per the latter No Livestock/03/09/03-audit of the Chief Accountant of the 

Ministry of Agriculture, Livestock, Lands and Irrigation, it has been informed that 

an advance amount of Rs. 1,749,672,697 related to the project of  import of dairy 

cattle, had not been shown in Accounts books as paid by the Livestock Division. 

However, it had been informed that an expenditure amounting to Rs. 

3,022,493,463 had been accounted under Infrastructure Development object No 

118-2-17-33-2506/12 of the Appropriation Account prepared for the year 2019 

related to this project by the Ministry of Economic Activities, Livestock 

Development, Irrigation and Fisheries and Aquatic Resources Development        

Agriculture, Livestock, Lands and Irrigation (Annexure 24).    

5.4.6.4. However, as per the appropriation ledger (standard) maintained by the Ministry 

and the Treasury Printouts, a sum of Rs. 1,710,238,940 had been mentioned as 

expenditure under this Object. As per the article “the project of Import of 20,000 

dairy cattle foreign loan accounts keeping 2016040/SL of the Assistant Director of 

the Public Debt Management Department No TO/FDI/05/09/001 dated 29 April 

2019, a sum of Rs.1,749,672,697.99 (USD. 11,093,108.23)   had been paid for 

15,000 animals by the Treasury in May 2018 and a sum of Rs.437, 418,174.89 out 
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of that amount had been accounted in the month of April 2019 under expenditure 

head No118-02-17-33-2506 (12)  (annexure 25).      

5.4.7 A letter under the heading  “Veterinary Health Requirement  for the import of 

2,558 pregnant  heifers from Australia for large scale  dairy farms” , had been 

referred on 01 October 2018 to the Ministry of Fisheries and Aquatic Resources 

Development and Rural Economy  by the Director General of Department of 

Animal Production and Health.(Annexure 26) It had been pointed out by that letter 

that when importing pregnant heifers from Australia one of the health problems 

that  may have to face is the threat that those calves born to them may have been 

infected with the Bovine Viral Diarrhea virus. Further, as per the guidelines 

highlighted by the World’s Animal Health Orgarnization, it was further pointed 

out  that it is safer to obtain non-pregnant dairy cattle that don’t have the antibodies 

for the virus   when importing diary  cattle from a country wherein prevails the 

disease. It had been further stated that it is problematic to import cattle having the 

disease to Sri Lanka since public attention has increased thereon. Further, although 

they have been educated on 10 September 2018 as regards the facts to be taken up  

at the video conference proposed to be conducted with the officers of the 

Agricultural and Aquatic Resources Department of Australia, it had been 

mentioned in that letter that no reply had been given therefor. 

5.4.8 The required Veterinary health requirements had been provided under 7 captions 

together with the letter No DAPH/VRA/13 dated 08 August 2018 of the Director 

General of the Department of Animal Production and Health under the heading  

“Veterinary Health Requirement  for the import of 2,558 pregnant heifers from Australia 

( Annexure 27). 

5.4.9 The 7th Steering Committee meeting had been held on 11 April 2019  at the Agricultural 

Rural Economic Ministry to discuss the problems faced by the dairy farmers with the 

participation of Steering Committee officers comprising the following members and 

with the participation of  10 Ministry and project officers(annexure 28). 

5.4.9.1 The following members participated at the committee meeting. 

(i) K.D.S.Ruwanchandra (Chairman) - Ministry of Agriculture, Rural Economic 

Activities, Livestock, Irrigation and Aquatic Resources Development  

(ii) Dr. K.D. Ariyapala–Additional Secretary, Livestock Development   

(iii) Suwineetha Menike- Chief Financial Officer  

(iv) M.K.D.N Madampe –Director, Development Financial Department  

(v) S.F.Abdul Hasan- Director, Project Management and Supervision Department  
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(vi) A.R.Wickramarathna – Director(Agri), National Planning Department 

(vii) Indika Premarathna - Director, Foreign Resources Department 

(viii) Dr. C.S.N.Gamage – Director (Livestock Planning) 

(ix) Dr. S.K.Weerasundara  - Provincial Director /Uva Province  

(x) Dr. W.A. J.Subasingha - Provincial Director / North Western Province 

Mrs. Dr.G.S. Gunasekara, Project Director and Mr. Thusitha Marasinghe Assistant Director of 

the Foreign Resources Department had participated in this meeting.    

 

5.4.9.2 The facts discussed and the decisions taken at that Committee are summarized 

follows.  

i. As has been informed by the Foreign Resources Department, that the Ministry 

should discuss with the contractor regarding changing of the scope and if agreed 

therefor, discussion can be started with EFCI bank.   

ii. Since the National Livestock Development Board has failed to repay the loans 

obtained for the import of dairy cattle, further discussions are required to be 

conducted in this regard.   

iii. The Committee had agreed to take immediate steps to the following causes that 

had created the issues faced by the farmers for whom dairy cattle were provided 

under phase 1 by the Secretary of the Ministry. 

 Breeding Issues 

That the income expected by the farmers cannot be obtained due to extending 

of the calving interval.  

 That the farmers are compelled to face the issue of feeding the cattle due to 

low income. 

 Loan repayments have become an issue for the farmers. 
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The following decisions had been taken by the Committee in this regard. 

 Submitting a Cabinet Memorandum proposing a payment of Rs.200, 000 per 

each living cattle. 

 Restructuring of debts  

 Reconsidering possibility of obtaining the advance paid to the supply 

company.  

iv. Considering the possibility of ending the project and inquiring into the legal 

position with regard to obtaining the paid advance amount.   

v. The Committee had instructed the Project Accountant to pay back the advances of 

10 farmers who had paid the advances to obtain 300 dairy cattle under phase II.   

5.4.9.3.  Further, it had been proposed at the 6
th

 Steering committee meeting held on 22 

February 2019 to reduce the number of dairy cattle to be imported under phase II 

from 15,000 to 7,500. Accordingly, the Committee had informed to discuss with 

the EFIC bank regarding changing of the scope of the Foreign Resources 

Department (Annexure 29). 

5.4.10 Details on the issues faced by the farmers by that time and the following proposals 

therefor had been submitted through the Cabinet Memorandum No CP/19/1684/118/077 

submitted on 30 May 2019 under the caption “Providing relief for the farmers who 

purchased dairy cattle under the project of importing 20,000 dairy cattle   by the 

Minister of Agriculture, Rural Economic Activities, Livestock Development, Irrigation 

and Fisheries and Aquatic Resources Development(annexure 30).    

 Proposals 

(i) According to the  A, B, C, D categorization, provision of financial relief to the 

farmers through the Export Finance and Insurance (EFIC) by using the contingency 

funds of the project meant to be used in emergency situations for  providing foods 

for the nourishment of dairy cattle, animal welfare and management of farm houses.    

 

(ii) Provision of funds only once for the farmers having breeding issues, to be incurred 

for the hormone treatments required for impregnating cattle and for the other inputs, 

with the mediation of the Department or University.     

  

(iii)  Permission has been given for the  farmers who are unable to properly maintain 

their farms,  to sell the those animals to any suitable party  
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5.4.11  Further, the following approvals had been expected to  implement the above proposals.  

 

(i) Considering the wellbeing of the domestic milk industry, immediate 

implementation of the proposals in above (i),(ii),(iii) for the avoidance of these 

farms being deteriorated.     

 

(ii) Obtaining a sum of Rs.300 million from the Contingency fund for the 

implementation of these proposals. 

 

5.4.12 Observations had been given therefor by the Minister of Finance on 24 June 2019 in the 

following way (Annexure 31). 

 

(i) The project of importing 20,000 dairy cattle was implemented with the objective 

of augmenting the dairy production and increasing the local animal population, it 

has been observed that several main issues have affected productivity of the 

imported animals      

 

(ii) Therefore, the Ministry of Agriculture, Livestock Development, Irrigation and 

Fisheries and Aquatic Resources Development had proposed to take steps to 

appoint an independent expert committee to look into the issues faced by the 

above project including the bellow mentioned facts. 

(a) Preliminary assessment on the suitability of the animals before being 

imported.  

(b) Criteria used to distribute animals and select farmers/ farm houses   

(c) Special measures taken to supervise the behavior of the animals after 

their distribution. 

(d)    Proposed solutions for the identified issues.  

 

(iii) Accordingly, it had been informed that this investigation report should be 

submitted to the Cabinet of Ministers before financial reliefs being given to the 

farmers.  

5.4.13 Further, the main reason behind these farm houses being subject to deterioration is the 

failure of providing necessary nourishment for the imported dairy cattle and His 

Excellency the president had noted on 24 June 2019 as an observation to this 

memorandum, that these farm houses cannot be uplifted again by providing financial 

grants alone as has been proposed by the Minister. Further, it had been noted by those 

observations that suitable steps should be taken to provide mixed ration, grasses and 

silage in order to give the required nourishment for those cattle (Annexure 32). 
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5.4.14 After conducting discussions regarding this memorandum, It had been decided at the 

Cabinet meeting held on 25 June 2019 to direct the Secretary of the Ministry of 

Agriculture, Livestock Development, Irrigation and Fisheries and Aquatic Resources 

Development  to take steps as follows(Annexure 33).  

 

(i) To appoint  an Independent Expert Committee to inquire into the issues mentioned from 

A to D  in the above paragraph 5.4.12 wherein contain the observations of the Minister 

Finance and submit a report thereon by drawing attention towards the last paragraph in 

the observations submitted by His Excellency the President  

(ii)  To submit that report to the Cabinet of Ministers. 

5.4.15 Ideas had been sought from the relevant institutions as to successfully carry on with this 

project  as per mentioned in the letter No MRE/04/02/08 vol.iv (Annexure 34), dated 20 

February 2020 where it was  decided at the meeting held on 18 February 2020 with the 

participation of the Minister of Mahaweli, Agriculture, Irrigation and Village 

Development, addressed to the Director General of the Department of Animal Production 

and Health by the Secretary of the State Ministry of Irrigation and Village Development.  

5.4.16 Replies to the above letter in 5.4.15 had been sent through letter No DAPH/DG/1/2/4-I    

dated 4 March 2020 (Annexure 35) by the Director General of Animal Production and 

Health. Accordingly, in case dairy cattle are imported again, the following proposals had 

been submitted to import them by avoiding the drawbacks happened in the importation of 

dairy cattle at the previous time.  

(i)  That the animals imported at the previous occasions were selected by the relevant 

country and as a result many blunders had occurred and therefore departmental 

officers should participate in the selection of suitable animals in future. 

 

 (ii) That all imported animals and their first generation offspring should be totally free 

from Bovine Viral Diarrhea. 

  

(iii) The Veterinary Authority of the country importing animals should agree to the 

health procedure of the Health Department. At the previous occasion, only the 

Company exported had so agreed. 

(iv) Pedigree Records, Production Records, Health & Vaccination Records should be 

submitted to the Department of Animal Production and Health.   

 

(v) It is more suitable to import pure animals  for breeding. 
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(vi) Quarantining of animals imported to the country should be done in a single farm 

house with all facilities in  Sri Lanka, and the Government should be able take 

responsibility therefor.  

 

5.4.17 Eight (08) main tasks have been identified for the development of the dairy industry 

(Annexure 36) by the Cabinet Memorandum, which was under the heading of 

development of the local dairy industry in line with the “Saubhagya” Animal Production 

Programme bearing No. CP/20/0789/217/044 dated 04 May 2020, presented by the 

Minister of Mahaweli, Agriculture, Irrigation and Rural Development in order to restore 

the local dairy industry, which has suffered a setback due to Covid-19 pandemic, and to 

bring the industry to a self-sufficient state, and the following proposals were submitted 

for that purpose. 

(i)     To implement a programme to increase daily milk production at the provincial level 

by involving the Provincial Animal Production and Health Departments, the 

National Livestock Development Board, Milco Private Limited and the Universities 

of Peradeniya and Sabaragamuwa and to provide the necessary inputs, infrastructure 

and administrative expenses for this purpose by the Ministry. 

(ii)    To cultivate nutritious grass, maize and sorghum on the lands owned by the National 

Livestock Development Board and to prepare silage from it, to develop the 

infrastructure of the Ridiyagama and Nikaweratiya farms owned by the said Board, 

to import 2,500 high-quality dairy cows for breeding and to establish two breeding 

farms and to provide feed prepared under this programme for those animals on the 

farms to change the scope of Phase II of the dairy cattle import project implemented 

under the Australian loan assistance based on the current need. 

(iii)  To discuss the proposed project changes with the EFA (Export Finance Australia) of 

Australia and extend the relevant period of the project and to inform the Department 

of External Resources to change the scope of the project within the financial value 

currently contracted. 

(iv)  To use the funds of the Dairy Cattle Import Project to develop the currently 

established farms to provide modern technical knowledge related to milk production 

to farmers and officials and to implement workshops and courses in collaboration 

with several universities. 

(v)   To inform the Australian Government regarding the preparation of a programme to 

obtain technical knowledge used in that industry in parallel with the loan provided 

by the Australian Government. 
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(vi)   To provide an amount of Rs. one million for the implementation of the pilot project 

to be launched to increase milk production proposed by the Faculty of Veterinary 

Medicine of the University of Peradeniya. 

(vii)  Providing a contribution from the government to ensure successful and maximum 

service through Milko, providing necessary credit facilities, tax concessions and 

other necessary services to encourage local milk producers. 

(viii) Providing concessions on loans obtained by farmers establishing and maintaining 

farms under the Dairy Cow Import Project, and providing support for farm 

development subject to a maximum and providing services. 

(ix)  Cultivating crops such as maize and sorghum for animal feed production using 

uncultivated lands owned by the National Livestock Development Board, Mahaweli 

Authority and Estates Division as well as the lands of Kandakaduwa Farm owned by 

the Army. 

Accordingly, approval had been sought by the said Memorandum for the 

implementation of the above 09 proposals. 

5.4.18 The Minister of Finance, Economic and Policy Development had given the following 

observations for the proposals mentioned in this Memorandum on 26 May 2020. 

(Annexure 37). 

(i)     It was stated that the Government of Sri Lanka had signed two loan agreements 

with Rabo Bank of the Netherlands/Export Finance and Insurance Corporation of 

Australia (EFIC) for an amount of US$ 73.95 million for the import of 20,000 

cattle in two phases. Accordingly, it was stated that US$ 18.4 million had been 

spent from the above loan facility and 5,000 cattle were imported under the first 

phase. It was further stated that an advance of US$ 11 million was paid to the 

supplier in the second phase (out of US$ 55.55 million) for the import of the 

remaining cattle. However, this phase has been temporarily stopped due to the 

problems that were arisen during the implementation of the first phase of this 

project and these issues have been emphasized in the Committee on Public 

Accounts and the Auditor General, the media and various parties including 

farmers have raised issues. 

(ii)  It was decided by the decision of the Cabinet of Ministers, bearing No. 

19/1684/118/077 dated 03 July 2019 to appoint an independent expert team to 

investigate the issues faced in the first phase of the project.  
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(iii) It had been stated that the expert team should conduct a detailed cost-benefit 

analysis of the project, including the proposed scope change under this situation, 

and submit the report to the Cabinet for consideration. Furthermore, it was 

further stated that the team should also consider the debt management strategy of 

the present government and the options available for developing the dairy 

industry with local resources and in addition, the Ministry could prepare a 

detailed report for the development of the local dairy industry to be included in 

the budget. 

5.4.19  It had been decided at the meeting of the Cabinet of Ministers held on 27 May 2020 to 

take the following steps after considering the observations of the Minister of Finance 

mentioned in the above paragraph and explanations made by the Line Minister 

emphasizing the need of taking urgent steps to develop the local dairy industry 

(Annexure 38). 

(i)    Conducting a detailed cost-benefit analysis of the project by giving due 

consideration to the following matters by the independent expert group 

appointed as per the Cabinet Decision dated 25 June 2019.  

a) Proposed amendments to the scope of the project of importing 20,000 cattle, 

b) How the project referred to in (a) above relates to the overall strategy of 

developing the domestic dairy industry, 

c) The proposals referred to in paragraph 03 of the memorandum. 

d) The current debt management strategy of the Government. 

e) Options that can be adopted for developing the dairy industry in the country 

using domestic resources 

(ii)      Submitting the report on the cost-benefit analysis conducted as per (i) above by the 

Minister to the Cabinet of Ministers within one month for consideration. 

5.4.20 The Committee appointed to make observations and recommendations on the dairy cows 

imported under Phase I had submitted a report on 24 September 2020. (Annexure 39). 

5.4.20.1 Committee Members (07) 

 (i)  Dr. D.M.S. Munasinghe (Chairman) - Dean, Faculty of Veterinary Medicine and 

Animal Sciences, University of Peradeniya 

(ii)  Dr. R.A.C. Rabel (Secretary) - Senior Lecturer, Faculty of Veterinary Medicine and 

Animal Sciences, University of Peradeniya 

(iii)  Professor Ajith Jayaweera - Dean, Faculty of Livestock, Fisheries and Nutrition, 

University of Wayamba 
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(iv)   Professor S.P. Gunaratne - Retired Professor, Faculty of Veterinary Medicine and 

Animal Sciences, University of Peradeniya 

(v)      Dr. M. Hanifa - Retired Veterinary Consultant, Department of Animal Production 

and Health 

(vi)    Dr. R. Mahendra - Senior Manager, Dairy Procurement and Development, Cargills 

Ceylon PLC 

(vii)  Dr. W.A.D.V. Weerathilaka - Senior Lecturer, Faculty of Animal Husbandry, 

Fisheries and Nutrition, University of Wayamba 

5.4.20.2 The following recommendations were made in this report. 

The Committee had recommended reallocating the funds initially agreed upon to the 

following components: 

i. Importation of an elite group of heifers with high genetic merit tested. 

ii. Establishment of MOET/OPU – IVEP infrastructure. 

iii. Technical consultancy and training on MOET/OPU – IVEP 

iv.  Establishment of a mechanism for cultivation of pastures and pasture conservation    

v.   Construction of environmentally controlled houses. 

vi. Importation of high BPI breeding stock from suitable breeds to artificial 

insemination centers in Sri Lanka. 

vii. Establishment of trainers and a training center for MOET/OPU at a suitable 

university to provide the necessary training to veterinary doctors and relevant 

personnel in the future. 

 

5.4.21 The report of the Independent Expert Committee submitted regarding the change in the 

scope of the second phase of the project of importing 20,000 dairy cattle as per the 

decision of the Cabinet of Ministers made on 27 May 2020 in relation to Note to the 

Cabinet of Ministers bearing No. AMP/20/1618/323/013 dated 12 October 2020 

(Annexure 40) on the heading of “Programme to develop the local dairy industry in 

parallel with the “Saubhagya” Animal Production Programme” had brought to the 

attention of the Cabinet. The attention of Cabinet of Ministers was focused to the 

notification made to the Department of External Resources to seek approval from the 

Australian Government to change the scope of the project and extend the period up to 31 

December 2022. 
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5.4.22 Wellard Rural Exports Pvt Ltd, Australia had informed the Additional Secretary of the 

State Ministry of Livestock, Farm Products and Dairy and Egg Related Industries on 12 

July 2021 about the second phase of importing 20,000 dairy cows (Annexure 41). 

Accordingly, it was informed that the agreement entered into with Wellard Rural 

Exports Pvt Ltd and the Ministry of Economic Development on 14 October 2014 had 

been terminated and that its institution had terminated all its obligations thereunder. 

5.4.23 Further, phase II of the contract was approved after the success of the first phase, and 

accordingly, Wellard Rural Exports commenced the preparation of the first shipment of 

2,500 animals and accordingly, the following activities were carried out prior to 

shipment: 

i. Preparation of quarantine farms prior to purchase of animals. 

ii. Signing of irrevocable purchase agreements for animals with farmers. 

iii. Selection of animals as per the specifications provided by the farmers. 

iv. Transporting the purchased animals to the quarantine farm for preparation for 

export. 

v. Carrying out veterinary and animal health inspections and related procedures in 

preparation for export. 

vi. Development of farm pasture lands and purchase of animal feed. 

vii. Organizing vaccination of animals 

viii. Commencing breeding of animals. 

ix. Pre-booking of vessel for export of 2,500 animals. 

 

5.4.24 It had been stated that although all these activities were completed, there were many 

delays on the part of the Government of Sri Lanka in obtaining import approval for the 

animals. It had further been stated that the failure of Sri Lanka to proceed further under 

the contract had created many difficulties in implementing all these matters and had 

resulted in financial losses. It was also stated that due to these delays, all the selected 

animals had to be sold or disposed of at an additional loss. 

5.4.25  It had further stated that during the delay caused by the failure of the Government of Sri 

Lanka to fulfil its contractual obligations, the initial financing arrangements between the 

Government, EFIC and Rabo Bank had lapsed. Furthermore, it was further stated that 

approximately 100 Sri Lankan staff members and at least 20 Wellard staff members in 

Australia and New Zealand were engaged in the work for Phase II of the contract with 

the foreign expert who came to Sri Lanka by incurring a considerable cost. It had also 

been stated that payments had to be made to its staff and subcontractors for a longer 

period than required. 

 

27



 

5.4.26 It was further stated in the letter that it was identified that the payments made by the 

Government of Sri Lanka to Wellard Rural Exports (Pvt) Ltd were made in accordance 

with the schedule specified in the payment contract and the payments were not deposits 

or advance payments. 

 

5.5 Estimated Cost for Import of 20,000 Dairy Cows 

              Table No. 02 - Estimated Cost for Import of 20,000 Dairy Cows 

 Estimated Cost 

Total Contract Value US$ US$ 73,954,054 

Value Paid for Import of 5,018 Dairy Cows under Phase I US$ (18,488,513) 

Expected Amount to be Paid for Import of 15,000 Dairy 

Cows under Phase II  

US$ 55,465,541 

Advance Amount Paid on 08 May 2018 (20 percent of the 

expected contract amount for Phase II) 

US$ 11,093,108 

Rupee Value of Advance Amount 1,749,672,697 

 

5.6 Financing of the Project and Repayment of Loan  

5.6.1    Financing of the Project 

5.6.1.1 The Government of Sri Lanka had entered into a loan agreement on 6 December 2016 

with Cooperative Rabobank U.A. for a down payment of US$ 11,093,108, which was 15 

percent of the total contract value of US$ 73,954,054. It had been stated that an interest 

rate of 5 percent per annum per installment will be charged as per the loan agreement 

(Annexure 42). 

5.6.1.2 Accordingly, 20 percent out of the amount of US$ 55,465,541 (as shown in Table 03 

below after payment of the amount for Phase I of Phase 3), as the advance amounting to 

US$ 11,093,108 i.e. Rs. 1,749,672,697, (15 percent of the total contract value of US$ 

73,954,054) was paid to the supplier on 08 May 2018 (Annexure 21, 22). 
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                                 Table No.- 03 Advance Amount Paid to The Supplier 

Date  Treasury Loan 

Number  

Amount 

US$ Rs. 

2018.05.08 2016041 8,319,831 1,312,254,523 

2018.05.08 2016040 2,773,277 437,418,174 

  11 093 108 1,749, 672, 697 

 

5.6.2 Loan repayment  

5.6.2.1  According to the loan agreement, the first installment shall be paid by the Government 

of Sri Lanka after 36 months from the effective date of each installment and the final 

installment shall be paid after 42 months from the effective date of each installment. It 

had been further stated in the agreement that the loan shall be repaid in two semi-annual 

installments of US$ 1,386,638 for the first installment and in two semi-annual 

installments of US$ 4,159,915 for the second installment. 

5.6.2.2 According to information received from the Treasury, arrangements had been made to 

pay an advance payment of US$ 8,319,831 under loan number 2016041 from the loan 

obtained for the dairy cattle import project including a portion of the loan amount related 

to the import of 5,000 animals under the first phase of the 20,000 dairy cattle import 

project as follows. 

Repayment of Loan Capital (Annex 43) 

Table No. - 04 Loan Capital Repayment 

 

Date of payment Installment  Paid 

(US Dollars) 

Premium Paid 

(Rupees) 

06 February 2020 1,386,639 251,538,672 

06 August 1,386,639 257,224,914 

08 May 2021 4,159,915 830,265,904 

08 November 2021 4,159,915 842,618,358 

Total 11,093,108 2,181,647,846 

Rupee value of the advance amount given 1,749,672,697 

Foreign exchange loss  

In repayment of the loan related to the first step 71,345,410 

Regarding the payment of the advance loan amount 360,629,739 

Total foreign exchange loss (Rupees) 431,975,149 
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5.6.2.3 However, as per the letter dated 11 February 2025 and bearing number 

PDMO/BO/AUDIT/2025 of the Public Debt Management Office of the Ministry of 

Finance, Planning and Economic Development, it had been stated that an sum of 

US$5,467,318 that is, Rs.1,599,645,834 was to be paid under Loan No. 2016040 

pertaining to the entire Dairy Cattle Import Project, which had included US$2,773,277 

that is, Rs.437,418,174 out of the advance payment of US$11,093,108 paid on 08 May 

2018. (Annexure 44) 

 

5.7 Current status of the dairy cattle import project 

5.7.1   The Ministry of Agriculture, Lands, Livestock, Irrigation, Fisheries and Aquatic 

Resources had informed the audit on 05 December 2024 that the farms mentioned in the 

table below are being successfully maintained by obtaining imported animals under the 

dairy cattle import project and a follow-up on the farms with animals imported under 

this project is being carried out by 08 October 2024 and full information will be 

provided after the completion of that work. (Annex 45) 

 

Table No. 05 - Information on successfully maintained farms according to information 

provided by the Ministry of Agriculture, Land, Livestock, Irrigation, Fisheries and 

Aquatic Resources 

  

 

5.7.2 Further, the Ministry had also informed the audit that the farm, which had management 

problems when these animals were first acquired, was closed and the animals were sold 

to other dairy farms. It had been further informed that in 2018, due to the threat of the 

armyworm to maize cultivation and the problem with the price of animal feed, some 

farms had to be closed due to the decrease in animal production as well as various 

personal reasons. 

 Farm Number of 

animals given 

Current 

number of 

animals 

 

01. Watawala Farm 928 1600  

02. Naula Farm 150 226  

03. Ross Dairy Farm 75 110  

04. Boralanda Farm 100 84 A government farm. 

This farm provides 

calves to dairy farmers. 

05. Heritage Farm 100 150  

06. Rothers Farm 150 300  
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5.7.3 However, at the time this information was submitted to the audit, it had been  informed 

that the successfully maintained farm was providing high quality milk to the national 

dairy production and since the calves born from these imported animals were provided to 

the dairy farmers, it had been informed that milk production had increased and the 

genetic resources of the country had improved. It was further stated that the current 

commercial level dairy farming in the country and other related industries had come into 

existence as a result of this project. 

5.7.4 The Ministry had further stated that a decision has not been taken to cease the import of 

animals under Phase 3 II, and a final Cabinet decision has been made to import animals 

to the farms of the National Livestock Development Board and release the calves to the 

farmers by maintaining 02 breeding farms, instead of directly providing the animals to 

the private sector. It had further been stated that the implementation of the said decision 

was delayed due to the Covid-19 epidemic and then foreign government projects were 

not implemented due to the financial position of the country and it was agreed to provide 

support in this regard during discussions with the Australian High Commissioner. 

 

5.7.5 The advance payment was made to initiate the 03 Phase II stage of animal import and it 

had been stated that the necessary beneficiary selection, awareness programs and farm 

preparation had been initiated for that purpose. Simultaneously, The facts had been 

presented that the animals were selected and inseminated in Australia and maintained in a 

quarantine farm, all this was done in accordance with the recommendations of the report 

of the committee appointed to implement the 3 Phase II stage and the animals could not 

be imported on the expected date due to the delay in providing the import certificate and 

health parameters. However, it was also informed to the audit that since it had not been 

decided to stop the project, performance security had not been obtained. 

 

5.7.6 As of the date of this information, 07 years have passed since the animals were imported 

and it had been stated that there are very few of these animals left on the farms and the 

reason for this was that approximately 20 percent of the imported animals are wasted 

annually in maintaining the commercial farms at optimum levels. However, this 

institution had stated that the next generation of animals obtained from the animals will 

be used for milk production on the farms. 
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5.8 Rules and regulations affecting the import of dairy cattle 

5.8.1 Animal Disease Act No 59 of 1992 dated 13 November 1992 

 

5.8.1.1 Subsection 21(1) of the Act (Annex 46) states that  any person shall not import any 

animal, animal product, veterinary drug, veterinary biological product, animal semen or 

embryos except under the authority of a permit issued by the Controller of Imports and 

Exports on the recommendation of the Director of Animal Products and Health. 

 

5.8.1.2 Further, sub-section 26(1) of the Act (Annex 47) states that the importer shall submit to 

the Director a certificate obtained from the Chief Veterinary Surgeon or Authorized 

Veterinary Surgeon of that country stating the country of origin of the animal, the 

animal's absence of disease and contact with diseased animals during the 3 months 

preceding export, the place from which the animal is imported during the 3 months 

preceding the departure of the ship carrying the animal from the port, the place from 

which the animal was imported and  the place was free of disease and  the animal has 

been immunized against specified diseases. 

5.8.2 Government Procurement Guidelines 2006 

5.8.2.1 An acceptable security should be furnished for the payment of advance for the import of 

goods/equipment and machinery in Sub-section 5.4.5 (Annex 48). 

5.8.2.2 In the case of supply of goods in sub-clause 5.4.10(c) (Annex 49), a security of an 

appropriate amount not less than 10 percent of the estimated contract price shall be 

obtained. 
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06.  Observations 

6.1 According to the special audit report issued on 04 May 2018 regarding the dairy cattle 

imported under Phase 1, Phase 2 and Phase 3 Step I of the Dairy Cattle Import Project, 

although recommendations were given to rectify those situations and the measures to be 

followed for various issues including issues related to feasibility studies, procurement 

issues, issues related to imported dairy cattle and various losses that had been generated 

as a result were identified, monitored and if dairy cattle were imported again, regardless 

of that, the advance had been released under Phase 3 Step II.  

6.2 Although paragraph 01 of the Cabinet Memorandum dated 17 February 2014 had stated 

that the cost of importing dairy cattle proposed under the Memorandum was the 

equivalent as the price incurred for importing dairy cattle under the second phase, it was 

observed that the price of one dairy cow was US$ 665 higher than the price incurred for 

importing a dairy cow in the year 2014 as indicated in paragraph 5.2.4 (viii) above. This 

was also mentioned by the Minister of Livestock and Rural Community Development 

while submitting observations to the Cabinet Memorandum dated 17 February 2014. 

6.3 It was observed that despite the problems arising with the animals imported from Wellard 

Rural Exports (Pvt) Ltd under Phases 1 and 2, the dairy cattle were imported from the 

same supplier selected in 2007 without taking actions to select a suitable supplier under 

the specifications determined in the previous experience under the new procurement 

procedures. 

6.4  The agreement entered into with the supplier company had  not included any conditions 

regarding the payment of mobilization advances and the settlement of the work and 

advances performed using those advances. 

6.5 Although it was stated in paragraph 5.8.2.1 above that an acceptable security should be 

kept for advance payment in accordance with sub-clause 5.4.5 of the Procurement 

Guidelines, the Ministry of Rural Economy had not taken steps to obtain such advance 

security as per the Procurement Guidelines when making an advance payment of US$ 

11,093,108 (Rs. 1,749,672,697) to Wellard Rural Export Private Company. 

 

6.6 As indicated in paragraph 5.3.4.1 (v) above, although a performance security of 2.5 

percent of the total contract value  should be obtain as per clause 16.02 of the agreement 

entered into with Wellard Rural Export Private Limited, the Ministry had not taken steps 

to obtain that performance security. 
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6.7 Further, as indicated in paragraph 5.8.2.2 above, although the performance security to be 

obtained from the supplier as per clause 5.4.10(c) of the Procurement Guidelines is 10 

percent of the contract amount, It was  not observed to the audit that  the reasons why the 

performance security was specified as 2.5 percent under condition 16.02 in the agreement 

referred to in paragraph 5.3.4.1 (v) above signed between the Government of Sri Lanka 

and the Australian supplier. However, if steps were taken to keep that value as a security 

as indicated in observation 6.4 above, that value could have been covered by the advance 

payment paid. 

6.8  It was  not confirmed to the audit  that the Attorney General's clearance had been 

obtained for the original agreement entered into between the Secretary to the Ministry of 

Economic Development and Wellard Rural Company as per paragraph 5.3.4.1 and the 

amendments made thereto in November 2016 as per paragraph 5.3.4.3. 

6.9 In accordance with paragraph 5.3.6.1 above, although the report on imported dairy cattle 

under Phase I, submitted by the 9-member committee consisting of 9-members, 

appointed by the Secretary to the Ministry of Rural Economy on 18 March 2018, had 

reported that the efficiency of the cattle distributed under Phase I was checked and that 

the data obtained accordingly showed that the performance was at the expected level, but 

this situation had not been confirmed by statistics. Also, information was not  submitted 

to the audit regarding the persons involved in the implementation of the proposals to 

overcome the problematic situations identified in those reports and the measures taken. 

 

6.10 Although it had been decided to investigate the possibility of completing the project and 

the legal possibility of recovering the advance paid at the Steering Committee meeting 

mentioned in 5.4.9.2 above, the steps taken by the Project Management Unit and/or the 

Ministry of Agriculture, Rural Economic Affairs, Livestock Development, Irrigation and 

Fisheries and Aquatic Resources for this purpose were not disclosed to the audit. 

 

6.11 A Cabinet decision had not been taken for the payment of this advance. Also, as it was 

observed as indicated in paragraph 5.3.5 that the Project Steering Committee had not met 

between 23 November 2017 and 19 August 2018, it was also observed that the Steering 

Committee had not discussed and taken a decision on the payment of the advance in May 

2018. However, it was observed that as per paragraph 5.4.1 and the report mentioned in 

6.9 above, the payment had been made to the supplier on the instructions given to the 

lender by the Treasury upon the notification of the Secretary to the Ministry of Rural 

Economic Affairs agreeing to implement Step II. 
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6.12 Even though the Department of External Resources had informed that the Ministry 

should discuss with the contractor regarding the change in the scope of the project at the 

7
th

 Project Steering Committee meeting held on 11 April 2019 as per 5.4.9.2 above, 

evidence that such discussions were held by the Ministry was not presented to the audit. 

 

6.13. Evidence that the Steering Committee met after the 7
th

 Steering Committee meeting on 

11 April 2019 was not presented to the audit. Accordingly, it was observed that no 

follow-up activities were carried out regarding the decisions taken during the 7
th

 

Committee meeting to recover the advance and to change the scope. 

6.14. Even though a Cabinet Memorandum containing proposals for providing relief to dairy 

farmers who had obtained dairy cattle under Phase I of the project had been submitted to 

the Cabinet of Ministers on 30 May 2019 in accordance with the decision taken at the 

Steering Committee meeting referred to in 6.11 above, any information regarding the 

change in the scope of the project, the termination of the project and the recovery of 

advances, etc. taken at the Committee meeting were not included in the said 

Memorandum. 

 

6.15 As per 5.3.4.1 (iii) above, a disagreement had arisen between the two parties regarding 

the contract, but evidence was not presented to the audit that steps had been taken to 

resolve it through negotiations as per 8.01 of the contract agreement. 

6.16 Loans had been obtained under Treasury loan Numbers 2016040 and 2016041 

respectively as per table No. 3 above in making the advance payment to the supplier. Out 

of the said loan amount, US$ 8,319,831 i.e. Rs.1, 312,254,523 obtained under Treasury 

loan No. 2016041 had been paid in two instalments. It was observed as per Table No. 4 

above that a foreign exchange loss of Rs.360, 629,739 had been incurred in relation to 

that. 

6.17 Accordingly, it was observed that the advance payment amounting to US$ 11,093,108, 

i.e. Rs. 1,749,672,697 paid for the import of 15,000 dairy cattle under the second phase 

and the total of Rs. 2,110,302,436 as the exchange loss mentioned in 6.15 above incurred 

in repaying a part of the loan and the relevant interest amount had been a financial loss to 

the Government due to non-importation of dairy cattle under the project and due to not 

taking action to recover the relevant amounts as at 31 December 2024. 
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6.18 The amount of US$ 2,773,227 i.e. Rs. 437,418,174 received as advance payment under 

loan number 2016040 as per Table No. 3 above had not been paid even by 27 February 

2025 and it was observed that the said advance amount and the amount totalling US$ 

5,467,318 i.e. Rs. 1,599,645,834 to be paid in respect of the dairy cattle imported under 

the first phase remained to be paid further as per paragraph 5.6.2.3. It was also observed 

that interest expenses and a foreign exchange loss may be further incurred in settling this 

loan amount in the future. 

6.19 It was observed that despite incurring such an idle expenditure, the approval of the 

Cabinet of Ministers was also sought as per 5.4.10 above to allocate Rs.300 million from 

the Contingency Fund to provide relief to farmers who maintained imported dairy cattle 

under Step I of Phase 3. 

6.20 As mentioned in paragraph 5.8.1.1 above, a license issued by the Controller of Imports 

and Exports is required to import an animal into Sri Lanka. As mentioned in paragraph 

5.4.5, the relevant licenses had also been requested by Wellard Rural Exports (Pvt) Ltd., 

and due to the failure of the Government of Sri Lanka to submit them within the due 

period and due to disagreements between the supplier company and the Department of 

Animal Production and Health on health parameters as mentioned in paragraph 5.7.5 

above, it was not possible to import even one dairy cattle out of 15,000 dairy cattle by the 

due date. 

6.21 In 2017, the Department of Animal Production and Health, Peradeniya, which 

quarantined pregnant cows imported from this same supplier, had recommended by the 

letter dated 22 February 2018 of the Director General of the Department of Animal 

Production and Health mentioned  in paragraph 5.3.2 above that those animals were 

infected with Bovine Viral Diarrhea (BVD) and Fasciola Hepatica Infestation, which 

could be transmitted to local cattle and human community, and that urgent measures be 

taken to prevent the spread of those diseases, and that the clinical history of the animals 

for the past 03 years be examined and urgent measures be taken for that purpose,. 

However, without paying attention to those recommendations, an advance of Rs. 

1,749,672,697 had been paid for the import of these 15,000 pregnant cows as mentioned 

in paragraph 6.16 above. It was further observed that the Director General and two 

Regional Directors of that Department were members of the Project Steering Committee. 

6.22 Even though the relevant documents had been signed by the Secretary of the Ministry of 

Rural Economy in the year 2019 for the import of dairy cattle under Step ii of Phase 3 as 

indicated in paragraph 5.4.4, no confirmation/receipt had been obtained from Wellard 

Rural Exports Private Limited that the relevant payment had been made. 
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6.23 Even though it was observed that the amount paid on 08 May 2018 had been accounted 

for as an expense in the financial statements of the Ministry of Agriculture, Rural 

Economic Affairs, Livestock Development, Irrigation and Fisheries and Aquatic 

Resources in the year 2019, it was observed that the said amount had not been recorded 

in any document as an advance. 

6.24 When entering into the agreement referred to in 5.3.4.1, the conditions in Annexure XIII 

that the timely animal health requirements to be fulfilled for the import of animals in 

batches from time to time had not been included in the Annexure. 

6.25 As per the letter sent by Wellard Rural Exports Pvt. Ltd. on 21 July 2021, it was stated 

that the expenses had been incurred by Wellard Rural Exports Pvt. Ltd. for preparing 

2,500 animals for import under Step II of Phase 3 as mentioned in paragraph 5.4.22 

above and the advance amount provided by the Government of Sri Lanka for those 

expenses was not sufficient. Accordingly, it was informed that the expenses up to and 

including the preparation of the dairy cattle for import had been borne by the buyer and 

although the expenses incurred through the mobilization advance as per the terms of the 

agreement were not clarified, and the opportunity had been provided for resolving 

disagreements through negotiations as per condition 8.01 of the agreement. However, no 

evidence was disclosed to the audit that this matter had been addressed. Furthermore, the 

reasons for not including reasonable conditions in the agreement with regard to incurring 

the expenses prior to importation and not preparing the agreement in a way that would 

not be disadvantageous to the Government of Sri Lanka were not disclosed to the audit. 

6.26 As indicated in paragraph 5.4.17 above, the observations submitted by the Minister of 

Finance, Economic and Policy Development on 26 May 2020 to the Cabinet 

Memorandum dated 04 May 2020 indicated that the first phase of this project had been 

suspended due to issues that arose during the implementation of this phase. However, the 

audit did not observe that sufficient steps had been taken to recover the advance payment 

of Rs.1, 749,672,697 paid without identifying the specific task. 

6.27 The Minister of Finance had made observations in the Cabinet Memorandum dated 04 

May 2020, as per paragraph 5.4.18 above, that the project to import 20,000 dairy cows 

was initiated with the aim of increasing milk production and increasing the local animal 

production, and that it was observed that several major problems had affected the 

productivity of the imported animals. Furthermore, it was observed that the Cabinet 

Memorandum mentioned in paragraph 5.4.10 above was presented as providing relief to 

dairy farmers who purchased dairy cows under the project to import 20,000 dairy cows 

and that the farmers had to face various problems in maintaining the imported dairy 

cows. 
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6.28 Even though the Ministry of Agriculture, Lands, Livestock, Irrigation, Fisheries and 

Aquatic Resources had submitted information on the current status of 5,018 dairy cattle 

imported under Step I of Phase 3 of the Dairy Cattle Import Project as per paragraph 

5.7.1 above, as shown in Table No. 05, information was submitted for audit only 

regarding 1,503 animals given to 06 farms from those dairy cattle. 

6.29 Furthermore, as indicated in paragraph 5.7.3 above, even though the audit was informed 

that at the time this information was submitted to the audit, the successfully maintained 

farm was supplying high-quality milk to the national milk production, and that since the 

calves born from these imported animals were given to the dairy farmers, milk production 

had increased and the genetic resources of the country had improved, it had failed to 

confirm that information numerically or through relevant documents. 
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