National Transport Commission - 2024

1.2

1.3

Financial Statements
Opinion

The audit of the financial statements of the National Transport Commission for the year
ended 31 December 2024 comprising the statement of financial position as at 31 December
2024 and the statement of financial performance, statement of changes in equity and cash
flow statement for the year then ended, and notes to the financial statements, including a
summary of significant accounting policies, was carried out under my direction in pursuance
of provisions in Article 154(1) of the Constitution of the Democratic Socialist Republic of Sri
Lanka read in conjunction with provisions of the National Audit Act No. 19 of 2018. My
comments and observations which | consider should be report to Parliament appear in this
report

In my opinion, the accompanying financial statements give a true and fair view of the
financial position of the Commission as at 31 December 2024, and of its financial
performance and its cash flows for the year then ended in accordance with Sri Lanka Public
Sector Accounting Standards.

Basis for Opinion

I conducted my audit in accordance with Sri Lanka Auditing Standards (SLAuSs). My
responsibilities, under those standards are further described in the Auditor’s Responsibilities
for the Audit of the Financial Statements section of my report. | believe that the audit
evidence | have obtained is sufficient and appropriate to provide a basis for my opinion

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

Management is responsible for the preparation of financial statements that give a true and fair
view in accordance with Sri Lanka Public Sector Accounting Standards, and for such internal
control as management determine is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the
Commission’s ability to continue as a going concern, disclosing, as applicable, matters related
to going concern and using the going concern basis of accounting unless management either
intend to liquidate the fund or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Commission financial
reporting process.

As per Sub Section 16(1) of the National Audit Act No. 19 of 2018, the Commission is
required to maintain proper books and records of all its income, expenditure, assets and 2
liabilities, to enable annual and periodic financial statements to be prepared of the
Commission.
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1.4

Scope of Audit

My objective is to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatements, whether due to fraud or error, and to issue an
auditor’s summary 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
and its materiality depends on the influence the economic decisions of users taken on the
basis of these financial statements.

As part of an audit in accordance with Sri Lanka Auditing Standards, | exercise professional
judgment and maintain professional skepticism throughout the audit. 1 also;

o Appropriate audit procedures were designed and performed identify and assess the
risks of material misstatement in financial statements whether due to fraud or errors
in providing a basis for the expressed audit 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.

o An understanding of internal control relevant to the audit was obtained in order to
design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the Commission’s internal
control.

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

o Conclude on the appropriateness of the management’s use of the going concern basis
of accounting and based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Commission’s ability to continue as a going concern. If I conclude that a material
uncertainty exists, [ am required to draw attention in my auditor’s report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to
modify my opinion. My conclusions are based on the audit evidence obtained up to
the date of my auditor’s report. However, future events or conditions may cause the
Commission to cease to continue as a going concern

. Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation..

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

. Whether the organization, systems, procedures, books, records and other documents
have been properly and adequately designed from the point of view of the
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1.5

(@)

(b)

presentation of information to enable a continuous evaluation of the activities of the
Commission, and whether such systems, procedures, books, records and other
documents are in effective operation;

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

) Whether the Commission has performed according to its powers, functions and
duties; and,
o Whether the resources of the Commission had been procured and utilized

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

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

Reference to
Laws, Rules
Regulations etc
Section 10 of
the National
Budget Circular
No. 01/2024
dated 10
January 2024.

Public
Administration
Circular No.
21/2015 dated
17 August
2015.

Non-compliance

Although the  maximum
amount that can be granted
as a distress loan is up to
Rs.250,000,  arrangements
had been made to pay
distress loans to the staff of
the Commission at ten times
the basic salary. As a result,
Rs.6,358,245 had been paid
to 53 employees during the
year under review, exceeding
the limit.

Although Rs. 10,000 could
be given to an officer as a
festive advance, a total of Rs.
3,605,000 had been given to
61 officers in excess of that
limit, ranging from Rs.
20,000 to Rs. 75,000 with the
approval of the Board of
Directors of the Commission.

Management Comment

The distress loan of 10
times the basic salary of an
employee will be provided
subject to the approval of
the Board of Directors. |
kindly note that the cost of
living allowance as
mentioned in the audit
query will not be taken into
account.

The National Transport
Commission  does  not
receive funds from the
Treasury  for  salaries,
allowances and  other
institutional expenses for
its staff. Accordingly, upon

a request from the
Employees' Welfare
Association,  with  the

approval of the Board of
Directors, this textile
advance amount has been
increased to Rs. 75,000 and
provided to the employees
who applied on the basis of
recovery in 10 installments.

Recommendation

Action should be

taken in
accordance  with
the provisions of
the circular.

Action should be

taken in
accordance  with
the provisions of
the circular.
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2.3

Financial Review
Financial Results

The operating result of the year under review amounted to a surplus of Rs. 415,135,971 and the
corresponding surplus in the preceding year amounted to Rs. 492,915,436. Therefore an deterioration
amounting to Rs. 77,535,425 of the financial result was observed. The main reason for the
deterioration is decrease in fixed deposit interest income, an increase in cost of living allowance and

gratuity expenses.

Trend Analysis of major Income and Expenditure items

In the year under review, fixed deposit interest income had decreased by 33 percent compared
to the previous year, while cost of living allowance had increased by 126 percent and gratuity

expenses by 210 percent.

Ratio Analysis

The current asset ratio for the year under review was 4.6, while the current asset ratio for the

previous year was 2.2.

Operational Review
Management Inefficiencies

Audit Observation

As per the decisions of the Board
of Directors, it had been decided to
have the standards of inter-
provincial  passenger transport
buses inspected by the Department
of Motor Transport. For this
purpose, a project was initiated to
specifically identify and document
motor  vehicle inspectors for
general service buses and to
provide them with a set of
guidelines for the standard
inspection of buses, but it had not
been implemented during the year
under review.

Management Comment

The National Transport
Commission and the Department of
Motor Traffic have reached an
agreement regarding the inspection
of bus specifications by the
Department of Motor Transport.
The set of criteria that will be used
to test the specifications has already
been forwarded to the Department
of Motor Traffic. Accordingly,
arrangements have been made to
commence this work as soon as the
prescribed requirements are met.

Recommendation

The necessary steps
to implement the
project should be
carried out
promptly.
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3.3

Operating Inefficiencies

Audit Observation

To ensure the safety and
convenience of the public,
quality inspections should be
carried out for every passenger
service permit. The National
Transport  Commission  had
issued about 3,200 permits as at
31 December 2024 to provide
inter-provincial passenger
transport services, but only 1,515
buses, or 47 percent, had been
inspected.

Management Comment

The quality of public passenger
transport is at a low level due to
those buses not being submitted for
annual  specification  inspection.
Therefore, it is possible to test the
specifications of all buses by
organizing mobile bus standard
testing programs at the Bastion
Mawatha Bus Terminal and covering
areas with  high bus traffic
throughout the island, and through
the proposed bus standard testing
program to be implemented in the
future by the Department of Motor
Traffic.

Human Resource Management

Audit Observation

The approved cadre of the
Commission was 224 and the
actual cadre as at the end of
the year under review was
167, and therefore 57
vacancies for the posts of
Assistant Director, Transport
Systems Analyst, Management
Assistant, Timekeeper was
existed.

Management Comment

Recruitment had been suspended for the
past few years and after obtaining the
approval of the Department of
Management Services, steps had been
taken to fill the vacancies in the posts of
Transport Engineers in the year 2025.
After receiving approval, steps are
being taken to recruit for 03 vacancies
in the posts of Management Assistant.
However, although requests for
approval have been made on several
occasions to the Department of
Management  Services and  the
committee appointed by the Cabinet to
review the recruitment process in the
public service to fill all other vacancies,
approval has not been received.

Recommendation
A system should be
developed so that

all buses  are
inspected by
checking

specifications when
renewing licenses.

Recommendation
Steps should be
taken to  fill
vacancies subject
to the relevant
approvals.
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Accountability and Good Governance

Annual Action Plan
Audit Observation

Although the annual estimate for
the capital projects of the
National Transport Commission
for the year 2024 was
Rs.25,000,000, the actual
expenditure was Rs.3,409,930.
Accordingly, the savings was
amounted to Rs. 21,590,070,
which was 86 percent of the
estimated provision.

Management Comment

Although funds were allocated for
capital projects in 2024, there was
no sufficient time to implement
these projects in 2024, as the
necessary approval to implement
the capital projects was received
from the Department of Public
Enterprises in October 2024.

Recommendation

Progress  should
be achieved for
each quarter
according to the
action plan.
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