Sri Lanka Inventors Commission - 2024

1.

Financial Statements

1.1 Qualified Opinion

1.2

The audit of the financial statements of the Sri Lanka Inventors Commission (“Commission”) for the year
ended 31 December 2024 comprising the statement of financial position as at 31 December 2024 and the
statement of comprehensive income, statement of changes in equity and cash flow statement for the year then
ended, and notes to the financial statements, including material accounting policy information, was carried out
under my direction in pursuance of provisions in Article 154(1) of the Constitution of the Democratic
Socialist Republic of Sri Lanka read in conjunction with provisions of the National Audit Act No. 19 of 2018
and Finance Act No. 38 of 1971. My comments and observations which | consider should be report to
Parliament appear in this report.

In my opinion, except for the effects of the matters described in paragraph 1.5 of this report, the
accompanying financial statements give a true and fair view of the financial position of the 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 Qualified Opinion

My opinion is qualified on the matters described in paragraph 1.5 of this report.

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

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

Management is responsible for the preparation of financial statements that give a true and fair view in
accordance with 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 Commission or to cease
operations, or has no realistic alternative but to do so.

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



As per 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 liabilities, to enable annual and periodic
financial statements to be prepared of the Commission.

1.4 Audit Scope

My objective is to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes my
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with Sri Lanka Auditing Standards will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the basis of these
financial statements.

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

o Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for my opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

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

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

e Conclude on the appropriateness of the management’s use of the going concern basis of accounting and
based on the audit evidence obtained, whether a material uncertainty exists related to events or conditions
that may cast significant doubt on the Commission’s ability to continue as a going concern. If I conclude
that a material uncertainty exists, 1 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.

e Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in a

manner that achieves fair presentation.

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



o Whether the organization, systems, procedures, books, records and other documents have been properly
and adequately designed from the point of view of the presentation of information to enable a continuous
evaluation of the activities of the Commission, and whether such systems, procedures, books, records and
other documents are in effective operation;

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

o 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.

1.5 Audit Observations on the preparation of Financial Statements
1.5.1 Non-Compliance with Sri Lanka Public Sector Accounting Standards

Non-Compliance with the Management Comment Recommendation
reference to particular
Standard

In accordance with paragraph 76 Information  regarding the The present value of the
of Sri Lanka Public Sector relevant allowance will be post-employment benefit
Accounting Standards No. 19, obtained from the labor office, obligation should be
gratuity provision amounted to and further action will be presented in the accounts in

Rs.5,174,521, and the present taken. accordance with Sri Lanka
value of the post-employment Public Sector Accounting
benefit obligations relating to Standards.

related service cost had not been
disclosed in the financial
statement.

1.5.2 Accounting Deficiencies

Audit Observation Management Comment Recommendation

(@) Due to the understatement of Appropriate steps will be taken Depreciation calculations
total fixed asset depreciation to correct this in 2025. should be done accurately.
provisions by Rs.417,010 at
the end of the previous year,
the net value of fixed assets
was overstated by the same
amount.



(b) Although a
Rs.9,602,964  has  been
presented as bad debt
provisions deducted from
current assets, neither the
details of these bad debts nor
the accounting policy relating
to them have been disclosed
in the notes.

total of

(c) Although a COVID-19 loan
balance of Rs.460,634 is
reported under current assets
in the financial statements,
the loan documents do not
support the existence of such
a balance.

(d) 33 cheques totaling
Rs.330,000 written to
schools in 2022, each value
Rs.10,000, for invention
clubs, had been dishonored.
On the other hand, the
Commission recorded that
amount as a liability under
creditors, despite there being
no obligation or agreement to
make such payments.

1.6 Accounts Receivable and Payable

1.6.1 Receivables

Audit Observation

Action had not been taken to
recover 09 receivable balances
amounting to Rs.13,309,172
outstanding for over 05 years, and
02 receivable balances amounting
to Rs.144,193 outstanding for over
08 years.

The loan was classified as a
bad debt due to default by the
relevant parties. Since the
provisions have been made in
accordance with accounting
standards, they are not
separately disclosed in the
financial statements.

Appropriate steps will be taken
to correct this in 2025.

Coverage approval has been
obtained for this matter, and
the balance will be written off
upon receiving approval from
the Board of Directors in the
future.

Management Comment

Recovery proceedings are in
progress.

The  details and the
accounting policy regarding
the allocation of bad debts
should be disclosed in the
notes to the financial
statements.

The values shown in the
financial statements should
be compared with other
accounting records.

Once the obligation to make
payments is identified, the
liability should be recorded
in the accounts.

Recommendation

Immediate action should be
taken to recover the
outstanding receivable
balances.



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

(@)

(b)

(©)

(d)

Reference to
Laws, Rules
Regulations etc.
Section  47(2)(b)
of the Employees'
Provident  Fund
(Amendment) Act,

No. 1 of 1985

Section 44 of the
Employees' Trust
Fund Act, No. 46
of 1980

Paragraph 6.6 of
the Operations
Manual introduced
by Public
Enterprises
Circular
01/2021
16th
2021
Paragraph 03 of
the Treasury
Operations
Department
Circular No.
TO/CFM/2023/Mi
scellaneous dated
30th December
2024

No.
dated
November

Non-compliance

In calculating
contributions to the
Employees' Provident
Fund, the cost-of-
living allowance and
other allowances had
not been taken into
account.

In calculating
contributions to the
Employees' Trust
Fund, the cost-of-
living allowance and
other allowances had
not been taken into
account.

A draft of the annual
report, together with

the financial
statements, had not
been submitted for
audit.

The balance of the
Treasury grants for the
year under review was
remitted to the
Treasury on 7 January
2025, with a shortfall
of Rs.139,900.

Management
Comment

Appropriate
actions will be
taken in  this
regard after
consulting  with
the  Employees
Provident Fund.

Appropriate

actions will be
taken in  this
regard after
consulting  with
the Board of

Employees’ Trust
Fund.
Appropriate steps
will be taken to
correct this in
2025.

Out of the capital
amount of
Rs.23,360,000

received for the
year 2024,
Rs.10,163,549

had been
expended on a
cash basis and
Rs.1,331,000 on
an accrual basis
up to December
2024. The amount
of Rs.1,616,104

Recommendation

Contributions to the
Employees' Provident Fund
should be calculated in
accordance with the
provisions of the Employees’
Provident Fund Act.

Contributions to the
Employees'  Trust  Fund
should be calculated in
accordance with the

provisions of the Employees’
Provident Fund Act.

A draft of the annual report
must be submitted for audit
in accordance with the
provisions of the relevant
circular.

The remaining balance at the
end of the year should be
transferred to the Treasury in
accordance with the
provisions of the circular.



(e)
Public
Administration

Paragraph 02 of

Circular No. 8/97

dated
February 1997

2. Financial Review

2.1 Financial Result

The operating result of the year under review amounted to a surplus of Rs.435,618 and the corresponding
deficit in the preceding year amounted to Rs.10,585. Therefore, an improvement amounting to Rs.446,204 of
the financial result was observed. The improvement was mainly attributable to an increase of Rs.11,751,610
in total expenditure on personal salaries, administrative expenses, and incentives for new inventors, along
with an increase of Rs.7,257,000 in recurrent and government contributions and a further increase of

O3I’d

Although steps should
be taken at all times to

minimize overtime
duties as much as
possible, a sum of

Rs.224,556 was paid
as overtime during the
year under review
without prior approval,
despite the vacant
posts having been
filled.

related to the
procurement work
that had been
completed and the

purchase of
computers  was
also due to be
paid.

Accordingly, the

remaining balance
after settling these
expenses was
transferred to the
Treasury.

The error has
been rectified,
and instructions
have been given
to ensure that
future payments
are made only
with prior
approval.

Rs.4,473,146 in government contributions for projects/programmes.

Overtime should be
minimized in accordance
with circular provisions, and
any overtime payments
should be made only after
obtaining prior approval.



3. Operational Review

3.1 Uneconomic Transactions

Audit Observation

Although pre-innovation
programs related to new products
were conducted in the school
sector across all 09 provinces and
it was not possible to make a
significant impact on the national
economy  through  grassroots
innovations that lacked market
demand. Rs.1,561,371 was spent

on food, accommodation, and
transportation for the
Commission’s  officers  during
these  evaluation programs,
accounting for 47 percent of the
total program cost of
Rs.5,361,442.

3.2 Management Inefficiencies

(@)

(b)

Audit Observation

Although a database system was
established in 2018 at a cost of
Rs.4,600,000 to manage
applications, that were recieved
without a proper feasibility
study or plan. Since its
establishment, only 39
applications have been received.
Moreover, as the system was not
functioning properly by the year
under review, the expenditure
incurred has proven ineffective.

Inventor Camps were conducted
in schools in collaboration with
an electronic media channel, at a
total cost of Rs.990,285. The
tournament was halted midway
due to a lack of agreement with

Management Comment

A primary objective of this
program is to create a culture of
innovation in the country, and
for this purpose, the public from
all levels of society can
participate in the programs.
Furthermore, introducing school
children to innovation from a
young age is important to
encourage the development of
new products that can boost the
local economy.

Management Comment

Currently, the database system
is being maintained by the
Commission’s officials.

The Commission made several
efforts to revive the program and
held multiple discussions with
the Shraddha Media Network.

Recommendation

Expenses should be
managed with care to
ensure economy.

Recommendation

When incurring
expenses, due
consideration should be
given to economy and
effectiveness.

When incurring
expenses, due
consideration should be
given to economy and
effectiveness.



the media organization on the
program’s conduct, work plan,
and start and end times.

(c) Although the project proposal
stated that all expenses for the
Road Safety Invention and
Innovation Competition would
be borne by the National Road
Safety Council, the Commission
incurred expenses amounting to
Rs.184,589.

3.3 Under -utilization of Funds

Audit Observation

The total amount of Rs.47,521,549
received by the Commission
including Rs.38,284,293 from the
Treasury  for  the  Innovation
Acceleration Mechanism (IAFM) and
Incubation Center projects under the
2017 budget proposals, Rs.2,681,827
from the IAFM fund for COVID-19

research activities in 2020, and
Rs.6,555,425 from the Sri Lanka
Mahaweli  Authority  for  the

construction of four electric fences in
2022 remained idle in the current
account without being utilized.

Audit Observation

This project is a joint initiative
of the Sri Lanka Inventors'
Commission and the National
Road Safety Council. It was
agreed that the Commission
should bear the expenses related
to the development of patented
inventions, while the National
Road Safety Council should
cover the  expenses  for
unpatented but commercially
valuable inventions.
Accordingly, the above criteria
have been consistently applied
in allocating these expenses.

Management Comment

At present, that fund has been
invested in the money market.

3.4 Idle or underutilized Property, Plant and Equipment

Management Comment

All  activities  and
expenditures should be
carried out in
accordance  with the
approved project
proposal.

Recommendation

Funds provided by the
Treasury at an
opportunity cost should
be properly managed
and utilized for their
intended purposes. Any
funds that cannot be
used for their intended
purposes  should be
returned to the Treasury.

Recommendation

Three Incubation Centers were A proposal has currently been The relevant centers
established at the Universities of submitted to the Ministry to should be properly
Jaffna, Ruhuna, and Rajarata at atotal pring the relevant technical seed  planned and

8



4. Accountability and Good Governance

cost of Rs.47,142,755. However,
during the year under review,
technical assistance for innovators

was obtained only on three occasions,
and only at the Universities of Jaffna
and Ruhuna, resulting in the
incubation Centers remaining
underutilized.

4.1 Annual Action Plan

(@)

(b)

Audit Observation

Even  though  provisions  of
Rs.40,100,000 had been allocated for
16 activities related to 06 projects as
per the action plan for the year under
review, the respective tasks were not
completed.

Although a provision of Rs. 5.5
million had been allocated for 03
programs according to the action
plan, the actual expenditure for the
year amounted to Rs.1,539,330.
Accordingly, an excess provision of
approximately Rs. 4 million had
been allocated.

4.2 Internal Audit

Audit Observation

The Commission had not conducted
an internal audit or appointed an
internal auditor in accordance with
Section 40(1) of the National Audit
Act, No. 19 of 2018.

breeding centers into operation,
and further action will be taken
in  accordance  with  the
Ministry’s instructions.

Management Comment

Although funds were requested
from the Inventors' Fund and the
IAFMSL Fund to carry out the
relevant projects, the funds were
not received at the beginning of
the year, with the first
disbursement only received in
June.

Although provisions were made
to reimburse the costs incurred

for international patent
applications, the relevant
allocations remained unspent

due to the suitable applications
not being submitted to the
Commission.

Management Comment

An internal audit is planned to
be conducted in the future, and a
request will be submitted to the
Ministry ~ Secretary in this
regard.

implemented to ensure
the provision of the
intended services.

Recommendation

Action plans should be
prepared  with  due
consideration of
practical circumstances,
and appropriate steps

should be taken to
implement them
accordingly.

Action plans should be
prepared  with  due
consideration of

practical circumstances,
and appropriate steps

should be taken to
implement them
accordingly.

Recommendation

Appropriate steps
should be taken to
appoint an internal

auditor and to conduct
an internal audit.



