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Dear Sir

1QC - D/O No. 383-0499-C-01-3452-00

As requesled by you vide the above Delivery Order, we have now completed
the financial management systems review of the Central Environmental
Authority (CEA) and have pleasure in_forwarding our report in this regard.

We trust that the information contained in this report is adequate for your
purposes.  Ilf however, you require any further information or clarification in

this connection, please do not hesitale to contact us.

We also wish to place on record our appreciation of the co-operalion and
assistance provided (o us by the management and staff of the CEA and the
Controllers Qffice and project personnel at the USAID Mission.

Yours faithfully
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EXECUTIVE SUMMARY

BACKGROUND
Ermst & Young was requested by the USAID Mission to Sri Lanka lo carry

oul an assessment of the adequacy of the financial management systems of
the Ceniral Environmental Authority (CEA).

The CEA was eslablished in 1981 under the provisions of the National
Environmental Act No.47 of 1980, as the regulatory authorily responsible

for the protection, mainagemenl and enhancement of the environment.

Currently, the CEA is involved in the implemeniation of the USAID funded
Natural Resources and Environmental Policy Projeet (NAREPP) through the
main contractor, the International Resource Group (IRG).

OUR APPROACIH

We oblained the existing accounting and internal control systems of the
orgaanisation through inquiry and observation, and documented same using
[low charts. We also walked through a few {ransactions to confirm our

understanding of the documented systemn.

We also discussed the weaknesses observed in the accounting and internal
control systems and tlic recommendations made thereon with the

management ol CEA.

RESULTS
The main observations made during the course of our review are discussed
in detail in Scetion 5.5 of this report. A summary of our recomniendations

inn order {o improve the financial management systems of CEA are as

follows:

¢ Adequate follow up action should be taken on internal audil reports.

(Sec. 5.5.1)
. The Internal Auditor should also review the {inancial statements in

addition to the checks perforined on the internal control system of the
Authority. (Sec. 5.5.1)

ITERNST & YOUNG



. Mail should be opened by the Pecon in the presence of a responsible
officer of the organisation. (Sec. 5.5.2)

. Banking of checks/money orders should be done promptly and the
receipts should be sent to the relevant departments without delay.
(Sec. 5.5.3)

. Adherence to set procedure with regard Lo cancellation of supporting
documents should be ensured. (Sec. 5.5.4)

. The Direclor Finance, should peruse the Advances Register on a
regular basis fo ensure settlement of cash advances on due dates.

(Sec. 5.5.5)

According to the management of the Authorily, most of the above
weaknesses are as a result of inadequate staff. Therefore, we recommend
that a comprehensive organisational review of the CEA be carried out lo
determine the optimum cadre required for the smooth and efficient

functioning of the Authority.

H Ernst & YoUunG



1.0 BACKGROUND OF THE PROJECT

1.1 Introduction
The Ceniral Environmental Authorily (CEA) was established in
August 1981, under the provisions of the Nalional Environmental
Acl No0.47 of 1980. The Authority initially functioned as a policy
making and co-ordinating institution. With the 1988 amendments
to the National Environmental Act, the Authority was transformed
into an essentially regulatory institution. The Authority presently
functions directly under the Ministry of Environment and
Parliamentary Affairs wherce a project Ministry of Environment also

has been established.

At present, the CEA is involved in the implementation of the USAID
funded Natural Resources and Environmental Policy Project
(NAREPP).

The purposc of the NAREPP project is to assisl the Government of
Sri Lanka to improve public and private institutional performance
in formulating and implementing cffective environmental policies
and developing sustainable and environmentally sound development

progranis.

The project was commissioned in June 1990 with an expected life

span of seven years.

1.2 Components of the NAREPP Project
The four major componentis of the project arc described below:-

. Natural Resource management

The project will support the various agencies charged with
meeling the rcquirements of the National Environmental Act.
Support will concentrate on enhancing natural resource
planning and management capabilities in core environmental
agencies and stimulale development of these capabilities in

the private scctor.

E ERNST & YOUNG Page - 1



. Special Projecls

The project will support special projects designed to develop
and tesl new forms of public - private partnership, that can
contribute towards morc cffective natural resource

management at the local or regional level.

° Imipact Assessinent and management

The project supports elforts to improve government and
private scctor investment decisions, as well as opcerating
policies by ensuring better analysis of alternative uscs of
natural resources and betler understanding of how decisions
can affect enwvironmental resource endowments.  lHence, the
projeet will provide regular training in specialized arcas such
as cnvironnienfal management and environmental assessment

for government and private seclor personnel.

. Public Education and Participation

Citizens at the local and national level need {o become
cducated in environmental matlers and to take the initiative
to participate in the deeision process. Hence, this
component of the project will build on and expand the
participatory framework for environmental and economic

decision making.

1.3 Project Funding
The budgeted cost of the project is US$ 16 million of which 75%
amounting to US$ 12 million is to be funded by an AID grant. The
balance 25% amounting to US$ 4 miillion is to be funded by the

Government of Sri Lanka.

International Resource Group (IRG) is the main contraclor
responsible for the NAREPP project., whilst the Ministry of

Environment is responsible for the overall monitoring and

asscssiment of project performance.

As a resull CEA docs not maintain records pertaining to USAID

funds expended on the project.
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At present, (he only form of assistance provided to CEA by USAID is
the procurement of certain commodities through (he main
contractor.

£ ErnsT & YOUNG Page -3



2.0 SCOPE OF THE ASSIGNMENT

2.1 Objective.
Ernst & Young was requested by the United Stales Agency for

International Development (USAID) Mission to Sri Lanka, to carry

out an assessment of the adequacy of the financial management

systems of the Central Environmental Authority (CEA).

2.2 Tasks.
We were required to carry oul the following tasks in achieving the

above objective as given in the relevant Delivery Order.

IT.

I1.

B5 Ernst & Youna

Review and comment on the legal status, goals, organisation
structure, structure of the finance division and sources of

funding of the organisation being assessed. (Section 3.0)

Review and comment on the administrative and management
capability ol the organisation, the finance division and in
particular the management ol the USAID sponsored project.
(Section 4.0)

Review, document and comment on the accounting system in
place, accounting records maintained and internal controls

clc.

In connection with the above, we were also required to assess
the adequacy of the organisalion’'s invoice examination
capability, payment procedures and internal controls in
connection with approval and payment ol invoices. (Section
5.0)

Page - 4



V.

V1.

VII.

VIII.

B Eanst & YOUNG

Review and comment on the internal control system to
determine:

(a)  The adequacy of segregation ol duties and
responsibilities in the following functional arcas:

* Accounting

* Procurement (Conlracting)
* Collection

* Voucher Payments

* Reporling

(b)  The effectiveness of the current internal controi system
with regard (o the management of funds. (Section 5.0)

Review and comment on the contract management
capabilities and procedures lo advertise, solicil, negotiate,
award and adminisier contracis both for rommodities and

services. (Section G.0).

Review and document the invemtory control procedure of the
orgauisation, including the adequacy of maintenance of asset

registers. (Scction 7.0).

Ensure the comypliance with laws and regulations by the
agency. (Section 8.0).

Revicw the adequacy of the recording and reportling

procedures of the counterpart contribution under he AID
grant. (Section 9.0).
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2.3 Our Approach
The [ollowing procedures werc adopted by us in carrying out the

above tasks:

B Exnst & YOUNG

Revicwed the agrcement Dbetween the USAID and
Government of Sri Lanka (GOSL) to obtain an understanding
of the terms and conditions of the contract, the background
of the project and the implementling agency cte.

Reviewed the National Environmental Act lo ensure that the
Ageney is complying with the relevant regulations.

Obtained the existing accounting system through inquiry of
clienl personnel, and available documentation such as
systems manuals clc.

Documented the existing system through the use of flow

charts.

Performed walk-lhrough. tesls and observed the client
procedurcs to ensure the proper implementatien of the

documented sysfem.

Discussed the main arcas of concern/wcaknesses relaling lo
the accounting and inlernal control systiems and
recommendations made therc-on, with the management of

the Authority.
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3.1

3.2

3.3.

3.4

3.0 OPERATING ENVIRONMENT

Legal Status

The CEA which functions under the Ministry of Environment &
Parliamentary Alfairs is an Authority established under the National
Environmental Act No.47 of 1980.

Responsibilities of the CEA
CEA is the regulatory authorily in Sri Lanka which is responsible for
the protection, management and enhancement of the environment.

As regards the NAREDPP project, CEA is mainly involved in the
natural resource management and impact assessment and

management components ol the project.

For this purposc, USAID supports the CEA wilh lechnical assistance
and procurement of commuodities required for the implementation
of the project. This assistance is effected through IRG, the main

coniractor to the NAREPP project.

Organisation Structure

The organisation structure of the senior management of CEA is
given in Exhibit 3.1, whilst (he organisation structure of the
Finance Division is depicted in Exhibil 3.2.

The present stall strength of CEA is 122 employees, although the

approved cadre is 150 employces.

The Finance Division

The Finance Division is headed by the Director Finance, who is a
Chartered Accountant. She joined the CEA in the ecarly part of this
year and since then has been instrumental in reclifying scveral
weaknesses relating  to the internal control system of the

organisation.
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The Accounlant is also an associalc member of the Institute of
Chartered Accountants of Sri Lanka. Thercfore it appears thal the
Finance Division of the CEA Is staffed with professionally compelent

personnel.

The respcctive duties of the personnel in this division are

deseribed in Seclion 5.3.

All books of account of the CEA arc maintained manually.

El ERNST & YOUNG Page - 8
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4.0 ADMINISTRATIVE AND MANAGEMENT CAPABILITIES

It appears thal the Authority has an adequately qualificd and experienced

Senior management l{eam as evident from the related details given below.

DESIGNATION NAME YEAR OF QUALIFICATIONS EXPERIENCE
APPT.
Chairman AANGK 1991 B.A.- (Hons) - 2nd class 1957 - 1966
Amaratunga University of Ceylon Assistant Superintendent
of Survey.
Diploma in Surveying -
University of London
Diploma {n Management | 1967 - 1970
Development - Superintendent of
Academy of Surveys.,
Administrative Studies
1971 - 1974
Certificate of Corporate Assistant Surveyor
Planning - NIBM General
Certificate on Housing | 1975
Property Development Depuly General manager,
and Management - State Gem Corporation
Centre for Housing,
Planning and Building,. 197G - 1977
Deputy Surveyor General
Certificate on Feasibility
Analysis ol Small Seale 1978 (o Feb. 1990
and Medium Scale Scnior Manager
Projects. {Regional Planning and
Area Adminisiration)
Fellow of the Institution of | Feh.1990 - June 1991
Survey Engincers {S.1) Director, Regional
Development and Env,
Planning
Licentiate of the Institute
of Surveyors
Diteetor v.u. 1993 B. Sc. 1967 10 1968
Ratnayake (Sri Jayawardenapural University Lecturer

MSe, Terpene
Chemisiry (Perfumery)
(Prague)

Phd. Pharmaecutical
Chemistry
(University of Wales)

1972 - 1965
CISIR

1985 o 1986
Ayurvedie Drugs/WITO
project

1986 {0 1988
Pharmaceutical Projeet -
JICA/Pharmaceutical
Corporation.

1988 (o 1993
Coca-Cola System

B ErnsT & YOUNG
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DESIGNATION NAME YEAR QUALIFICATIONS EXPERIENCE
OF
APPT.
Depuly Director | K.G.D. 19856 MSc. Chemical 1973 - 1979
General Bandaralilake Engineering Specialised National Paper
in Basie Organic and Corporation,
Petrochemical Synthesis
1979 - 1985
ircaler Colombo
Economic Commission.
Direclor S.E. 1983 BSe. 1981 - 1982
(National Yasaratne MSec. University of Colombo
Resourees Leeturer.
management)
Director RIRW, 1984 BSe. . 1974
(Fnvironment Ellepola MSe, University of Colombo.
Protection)
1974 - 1975
Governmnent Analysls
Department.
Direclor AP 1992 BA - 1967 1967 - 1973
{Administration) [ Gunawardena Diploma in Personncl Cevlon Transport Board.
Managemenl.
1973 - July 1979
Post Graduate Diploma in | State Development &
General Manageiment Construction
AV.B. Corporation.
The Netherlands
July 1979 - Sept. 1979
Cement Corporation,
Scpl. 1979 - 1992
Coconul Culilvation
Board.
Director S. 1993 R.Com (Special) 19480 - 1987
{(Finance) Paramasothy National Housing

Associate member of the
Institute of Chartered
Accountants- Sri Lanka

Development Authority

1987 - 1988
M/s. Haqque Marlin & Co.,
Chartered Accountants.

1088 - 1989
M/s. Atyar & Co,
Chartered Accounlants

1989 - 1990
M/s. Kugapalan & Co.
Chartered Accountants

1990 - 1993
National Aquatic
Resources Agency.

E Eanst & Youna
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5.1

5.2

5.0 ACCOUNTING AND INTERNAL CONTROL SYSTEMS

Existing Systems
The existing accounting and internal control systems of CEA are
depicted by the flow charts annexed to this report.

Our observations and recominendations with regard to these

syslems arce discussed in Scction 5.4.

Audit Procedures

External Audil

The annual statutory audit is carried out by the Auditor General of
Sri Lanka as stipulated by the National Environmental Act. The last
annual report available is for the year ended December 31, 1991.
Ilowever, we were informed that the audit for 1992 is also
completed, though the report has not been formally issued as yet.

Internal Audit

In addition to the statutory audit, CEA also has its own Iniernal
Audit unit comprising one Internal Auditor and an Audit Assistant.
However, this Unit was created only in the latter part of 1992.

We have reviewed the internal audil programs and audil reports
prepared by the unit for adequacy and competency and conclude

favourably,

The audit reports are sent to the Chairman on a quarteriy basis for
neccssary action. [However, we noted that the follow up action is
inadequate, which results in the internal audit being incflective.
The adequacy of the internal audit function is further discussed in
Section 5.5.1.

i ErnsT & YOUNG Page - 11



5.3 Accounting Records
All accounting records of the CEA arc maintained manually. The

main books of account and control registers maintained by CEA are

described below:-

General Ledger (GL)
At month end a clerk enters all payment vouchers and journal

vouchers in the General Ledger.

Fixed Assel Registers
FFixed Asscl register, records all receipls and issues of every

article. Separate registers are maintained [or :-
- Laboratory equipment

- Furniture

- Office cquipment

Advance Register
All payments made in Advanee to procure gonds or services

are rccorded in this register. Also scttlements of the

advances are recorded In this register.

Voucher Register
All payment vouchers ralsed and approved are serially

numbered and ¢ ‘ered in this register.

Caslh Bool
CEA maintains two scparate cash books in order o record
funds recccived from the Treasury and funds received [rom

NORAD.

In addition to the above, the CEA also maintains a petty cash book

and a stamp register.

E ErnsT&YOUNG

Page - 12



5.4

Duties of the accounting personnel
The various duties and responsibililies of the personnel in the
Finance Division are summarised below:

Director Finance

As head of the finance division, the Director Finance is responsible
to the Direcior General. As such, she is involved in reviewing and
approving all finance related activities as given in the anncxed
systems flow charts. Shc is also involved in providing management
information to the Board of Management, Ministry of Environment
and Parliamentary Affairs and the Treasury.

Accountant

The Accounts Accountant is responsible for the certification of all
vouchers, preparation of the final accounts, and overall supervision
of the accounis department. She is also the custodian of duplicate

key to the iron safe used by shroff.

Accounts Assistant

The Accounls Assistant Is the acting shroff and as such is
responsible for all monies at the office. He is also responsible for

the petly cash immprest.

In our opinion, this vacancy should be filled by a proper shroff with

a fidelily deposit.

Clerk -1
Mainlains cmployee cards and statutory files. She is also
responsible for the preparation of salarics and wages and all other

matters relating to the above subject.

Clerk - 2

Maintains the advance register and payment of advances. This
Clerk is also responsible for the preparation of journal vouchers,
and posting of the ledger and journals. She is also responsible for
the bank reconciliation of the NORAD bank account.

£ ERNST & YOUNG Page - 13



5.5,

Clerk - 3
Maintains receipt and payment cash book, custodian of check books

and writing checks.

Clerle 4

Preparation of monthly cash flow, monthly budget and actual
expenditure statement with variance for the submission to the
Board. She is also responsible for maintaining the voucher register,
assisting the shroll in his absence, and assisting in the preparation

of onthly trial balance and half yearly accounts.

Slores_Clerk

This Clerk is responsible for the reeceipts and issues of goods [rom
stores and maintaining stock levels, using Bin Cards. She is also
responsible for maintaining the Slores Ledger, Inventory Register
and Fixed Asset Register. She is also involved in the semi annual
and year cnd physical inventory; stock verification preparation of

monthly, quarterly, hall yearly and annual inventory records.

Steno/Typist
Responsible for maintaining the inward and oulward registers and

all stenographical and related work of the finance division.

Review of Internal Controls
From our review of the internal control systems of the Authority,
the following weaknesses and instances of non compliance with Lthe

existing systems were observed

A review of the interrzal audit function of CEA revealed the

following;

. Inadequate follow up action on IA reports/queries:
Although quarterly reports arc submitted to Chairman
and relevant officials for action, we did not observe

adequale action taken in this regard. (Refer section 5.2)

e Minimal emphasis on review of financial statements:

HErnsT&YounG Page - 14



EIErnsT& YOUNG

It appears that the main emphasis of the 1A function at
CEA is in regard to internal coutrols, where as little or
no attention is given to the financial accounting aspeect

of the organisation,.

lmplication:
Inadequate follow up actionn on 1A reports makes the entire

internal audit function ineffective.  The findings and
reccommendations of the Internal Auditor will be in vain, if
action is nol taken to reclify the identificd weaknesses.
Conscrquently, it allows for fraud or error to occur in the

future as well.

An analytical review of the financial statements ol an
organisation assists an auditor to identify significant arcas
for audit attention. The identification of such arcas enables
an clficient audit. Therefore, review of the financial
accounts is an integral part of the IA function. This would
also reduce external audit queries and thus speed up the

slatutory audit.

Reconuncendation:

We strongly recommend that the Chairman be responsible
to cnsure that relevant action is taken by the responsible

officers with regard to 1A queries.

A copy of the monthly financial statements should be made
available to the IA unit for review. Also, the final accounts
should be given (o the Internal Auditor prior (o the

commencement of the external audit.
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Managenment's Cominents:

Infernal Audit Unit was started during late 1992 and until
July 1993 Internal Audilor functioned alone without any
assistance. During the latter part of 1993 CEA was able to
give him an assistant. However, up to now we have not been
able to give even a typist (o this unit as no approval has been

granted by the relevant authorities for such an appointment.

During the period under review, the Internal Auditor has
raised many queries on lapses on revenuce account,
expenditure account and NORAD Fund Account. On the
direction of the Chairman, such investigations are done

from time to time.

With the approval of the Chairman, relevant queries/reports
are referred to the heads of various divisions for
reports/necessary action.  Lack of a {ypist/steno has been
onc of the main consiraints for reporting on various issucs
of the CEA.

Obscrvation:

The mail is opened by a Peon without any supervision. The
Peon then enlers checks/moncey orders in a “"check
Register” and submit same {o a Sccretary {Steno).  (Reler

annex - Flow Chart # 2)

Implication;
In the absence of adequate supervision, the existing system

provides for defalcation of monies received by post.

Reconmmmendation:
The mail should be opened by the Peon in the presence of a

responsible officer of the Authorlty. This official should

then reconcile the checks/money orders with the check

register before forwarding it to the Scerctary.
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Management's Commentis:

Administrative Officer of the Administration Division is
responsible for both inward and outward mail. Your
recomumendations have been noted and action has already
been taken in this regard.

Qbscrvatiomn:

The cxisting rececipts system allows the shroll to keep the
reccipt for (wo wecks beflore forwarding it to the relevant
division. (Refer Annex - Flow Chart # 2).

Imiplication:
This procedure has several implicalions;

* Il allows for temporary misappropriation {rolling} of
funds by the shroll.

e H would result in delays In banking of receipts, which
may have an additional cost in the form of interest, il

the Authority is operating on an overdraft.
e [l results in operaling inefliciencies, as the payce has to
wait for a minimum of two wecks from the date of

payment to process an application.

Recommendalion:

In order {o climinate unncecessary dclays in banking lunds
and processing applications ele, we rrcommend that the
shrofl dirccts all receipts lo the relevant department upon
actual realisation, rather than wait for two weeks. In our
opinion, this should not take more than 3 - 4 days from the

cdair of reecint
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Management's Comments:

As indicated by you there is no possibility of temporary mis-
appropriation of funds according to the procedure followed

by the CEA. The receipts are issued with 3 copies,

* Original - Issued to the applicant immediately, if
paid in cash.

IFinance Division

* First Copy

¢ Sccond Copy Relevant Division

'

* DBook Copy Retained by the Shroff

In the event the payment is made by Money Orders/Posial
Orders/Cheques, the Shroff delays the issue of the second

copy of the receipt until the moneys are realised.

E&Y's Conunents

Although the  above system will prevent (otal
misappropriation of funds, it still cannol prevent temporary

misappropriations.

S_ﬂ
[$1]
-~

Observation;

It was observed from our walk-through procecdures that on
several instances, the supporting documents for petty cash
payments have not been cancelled after payment, cven-
though the system provides for it.  Therefore this
observation relates to a non-compliance of the existing

syslem.

Non cancelling of supporting documenis may resull in

duplication of payments.

EY ERnST & YOUNG Page - 18
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Recommendation:

In order to ensure that supporting documents (invoices) on
which payment has already been made are not resubmitted,
they should be cancelled as paid. We recommend that the
Accountant ensures adherence to this procedure at the time
of certifying the payment.

Management's Comments:

Petty cash vouchers are cancelled by the Shroff by placing a
mark thus {v). Ilowever, as suggested by you arrangements
have been made to issuc a rubber stamp for the cancellation

of paid cash vouchiers.

Obscrvation:
A responsible officer does not review the Advances Regisler,
which has resulted in long over duc sctilement of cash

advances.

Implication:
As noted from our review of the Advances Regisier and

internal audit reports, there were several cash advances not
settled within the stipulatled period of seven days.

Recommendaltion:

We suggest that the Director-Finance peruse the Advances
Register on a wecekly basis to ensurc scttlement of cash

advances on due dates.

Management's Comments:
The Director Finance checks the advance register from

time to fimie and rcminders are sent to the persons
concerned. If there are delays in settling them this will be

stream-lined as recomimended by you.

LE&Y's Comments
Our obscrvation was based on a review of the Advances

Register. This issue was Jfurther ratified by the internal

audit reports.
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5.5.6

B Ernst & Youna

Observation:

When performing a welk through of the advance payment
procedure, we observed secveral instances where journal
vouchers were not approved by the Accountant. This is an

instance of non compliance of the existing system.

lmplication: Unauthorized entrics may be made in the
general ledger.

Recomniendation:

The Acccuntanlt should ensure adherence to stipulated
procedure by the relevant Clerk. The (nternal Auditors
should also carry outl regular reviews to ensurce the validity of

entrics made in the general ledger.

Management's Comments:

Director Finance states that all journal vouchers are
approved by the Accountant before posting the ledger.
Internal Audit will carry out a regular review as suggested by

you.
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6.1

6.3

6.0 CONTRACT MANAGEMENT CAPABILITY

Contracting Procedure
Generally all purchasing is done via tender procedurc. At the
beginning of cach [inancial year, CEA calls [or applications through

a press notification and selecied supplicrs are registered.

When purchases are (o be made, quotations are called from a

minimum of three registered suppliers.

Authorisation limits entrusted, to Senior Officials for expenditure is

as follows:-

(1} Dircclors - upto Rs. 10,000/-
(2} Director General - upto Rs. 100,000/-
(3) Chairman - uplo Rs. 250,000/ -
(4) The Authorily - > Rs. 250,000/ -

Management Capabilities and Personnel Involved

All scaled quotations received arc opened in the presence of three
officials. (i.c. two officials from the Administration Department and
one official Irom any other depariment). All three officials sign on

the quotations and the date stamp is aflixed.

The Tender Boavd consists of threc olficials.  They include the
relevant official with financial authorily (sce above), an official from

the unit of origin of the purchase and the Direclor Administration.

Types of Contracts
The main contraels cntered into by the CEA are for the
construction of buildings and partitioning of buildings. In addilion,

the Authorily has also coniracted scrvices on a [ew Instances.
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7.0 INVENTORY CONTROL PROCEDURE

A major portion of fhe invenlory at CEA comprise of slallonery.
(Approximately 85%). Items such as furniture and equipnent, tyres and

tubes etc. arc despatched direct {o the relevan? location.

The Internal Audil Unit of the Authority has carried oul a comprehensive
review of the inventory conlrol procedure during the current year. The
report reveals several nilnor weaknesses and instances of non-

compliance of set procedures along with necessary reconinendations.
e to the insignilicant nature of the ilems in stock and the above study,

we limited our sludy to a discussion of the IA report and documenting

the related system (refer annex).
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8.0 'COMPLIANCE WITH LAWS AND REGULATIONS

The National Environmental Act No. 47 of 1980 is the main statule
governing the powers, functions and duties of the CEA.

In addition to the above Acl, the CEA should also confirm and adhere to
the laws and regulations stipulated by the Finance Act No. 38 of 1971,
Ministry and Treasury divectives and exiraordinary gazette No. 595/16 -
February 2, 1990 under the Act No. 47 of 1980.

FFrom our Limited review which involved discussions with senior ollicials
arzd perusal of internal audit reports, we did not encounter material
instances of non compliance with the above mentioned laws and

regulations nor the general laws applicable to such an Authority
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9.0 REPORTING PROCEDURES

CEA maintains two separale cash books in order to segregate (he funds
received from the USAID and GOSL from the funds received from
NORAD. Consequently, the Aulthorily operates two bank accounts; Bank of
Ceylon - Corporate Branch for USAID and GOSL funds and HHalton National
Bank - Maligawatic Branch for NORAD funds.

Monthly expenditure statements as well as activily expenditure
statements of the NORAD project are sent to the Ministry of Environment

and Parliamentary affairs.

Cash flow stalements are prepared monthly and submitted to the Board of
Management. The cash flow statements clearly identifics receipts from
MEPA and payments in respect of the main categories of expenditure

such as environmental education, environmental awareness elc.
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FLOW CHART SYMBOLS

COMPUTER
OPERATION

DOCUMENT

ACCOUNT BOOK CONNECTOR

ALTERNATIVE ROUTINE

IPARTS/COPIES X OPERATION

‘GHOSTING' OF DOCUMENTS

> DOCUMENT FLOW

PRENUMBERED SET

""" > INFORMATION FLOW

CHECK/INSPECTION TIME FLLOW OF DOCUMENT

V FILE DOCUMENT CROSSING

I ErnsraYouwne



T RARRATION ™

When a Request is manfe by the et
Pepattment. the Ditector Administration
will call for spunttions frun Repiser of
Suppliers

File opened for Tender and Quotatson
Registers sent filed by Supplees Assistant

e auimber and subject iecntded in il
Repicter hy Sipplics Avactant

st of Repistered Supphers Gled in
alphabericat onles

At least thiee Quotatione from Suppliers
should be received

Juotations ate opercd in the presence of
waolficute, one from Administration amd
we from any other departivent 1t 1% then
sentifiend by tbe three adficnaleand daredd

Detaly of all Exndations recrived e
tee arded i o Schedule by Suppher
Ascistaint / Assistant Director

Juotatinac to and fiam Suppliers ang the
shedule ase fited

“ite suhmitte d 1o Yender Board i

election and approval ¢ Refer Sectiongy )]

Aflter approval Temdee 1s Awanted

Tendee Awaid is hiled!

Mirarafurn

PURCHASEZ TENDER PROCEDURE

Listor
REGISILRED
SUPPIIFRS

T ADMINISTRATION DEFARIMENT 77

[')l'(‘l:\“()'-'
| mowsy

rLe
RIGISITR

IH

rL_M_

MHITATIONS
M
SUPFLIERS

SCHIDUILS.

KK

__JENDERWOARD

TENDIER
AWARD

TOSUPPLIFR

h




RECEIPT SYST ]
T NARRATIVE o TTADMINISTRATION DIVISION ‘INANCE IVISTON | RELEVANT WV,

MO : :

t CHICK . :

ORDER REGISTER : :

(PEON) : :

1 Letiess are opeacd by Pean and Checks s

money Orders are enteted in Cheek Register
which hac the date Jenderaegistered post \ /) \
numberamount aml cheek £ Maney Onder e e
number / MOA&
CHECK :

RIGISTER

2 Steno takes over checks / Money Order andd
Signs Repister hrought by Peon and enters all
details in Register tnaintained by her

\4

10PON

¥ Finance Ditector signs Repister amd notes 1o
whom 1he check is to be handed over

TOSIENO o

i A premsonbered teceipt in four copies is raised
by Stoff on teceipt of Check 7 Money Ordes

RrerIT ] |
N H 1

_BOUKCory:!

V6

Customer copy is temporarily filed for two
weeks for realisation and «2nt ta respective
divivion

Ranked by stirntf

TORM

BANK

N2

0 CUSTOMER

Oeeceipt of Customer Copy necessary Forms
and teceipt i pocded to cusioner

o1 s e ) Z !




CASH RECEIPT SYSTEM

NARRATIVE

FINANCE DIVISION

RELEVANT DIVISION

1 A prenumbesed receipt in 4 copies is
saised by the Stuotf on receipt of cash.

2 Receipt is entered inthe Cash Receipt
Register by the Shiv 4t

3 Recept Registes goes o the gelevant
divicion, which is agned and returned
to the Finance Divicion

4 Receipts are bundled serially and the
Receipt Cach Book is updated on o daily
basis

5 Receipts are totalled and deposit slips are
filud by Shroff and cash banked daily.

6 Another clerk checks to the bank
Statement.

O CUSTOMER

N
CASI
RECEIPT

AR

CASH
BOOK

-

DEMISIT
SLIrs

V...

BANK

RECEIPT

’
'
'
'
'
.
v
’
'
'
.
'
i}
v
v
*
.
'
'
'
'
]
*
.
Il
]
.
'
'
'
v
]
’
Il
'
.
'
v
’
'
.
'
]
]
»
1
'
'
'
'
]
]
1
.

REGISTE

]

BANK
STAT.
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STORES PROCEDURE I

NARRATIVE

RELEVANT DEPT,

__ADMIN. DEPT,

t Invoice / Deliveey Note accompanies the gonds
which are then chiecked with goods and GRN s
raised in wo copies

2 Inventory Repisier is npdated using GRN

¥ Prenumbered Stores Regnisition is iaised after a
caltic tecerved from Stares Cletk that poods are
teceived

4 Authotised by the divicional Head

S Inventory Register is updated when goods e
vened and signed

6 Administzation officer taiscs Voucher using
Invoice & (RN

7 Divisional Head authorises the Payment
Vouchar

INVOICIY
DELIVERY
N

TORY
REGISTFR

STORES
REU

I sreLeny

Elaratine




b Inscice and GRE werceised by the
rebevant depanment

T Vowbeqictain iy the seiesam
separtnrnn witl sefercnce i fsone
Aol GRN

T Vomder it ambeursed by the
sdepatiment henl

4 Vischervaherbed by Puectre
Ninse

& Vewwcher and all sippontng
e iinen(v e cheched by the

Atxvimmiang

4 Aerennts Cherk obedd choe
. a cacy oatunlatn

an
and m trsning cale

7 Awountintsecheck s atl dcusmente
anlthen veanties the Payamnt
Nanac ey

R Vi bee s sunhered 2wl a (edd i
fanst by the Cadh ek Clerk

%W € hedk s upnel by Diiecis
Fiauw ¢/ Accoontant and Dar s
Adimmeiration! Prepaty Precio
Trnce £ 07, "

11 Cheqk in rreomted in Pespaich
Regisier the Cash fleed and the
Fayment Appessesl Regusies are
wpdated by the Cask ok et
The Check 16 sent s the selesant
depanment

11 1he erviepd ship of the Fa
Noanber 10 signed by the ersen
It ehrck

12 Cad Book Fayimentt are analysed in
the Cath Llow Repiter by § elper
Clerk

11 C30h Bk menthty total amd
1al st i £ ath Floa
Regrier shonld aprre

14 Payureot Vocher snd sopysating
Wenumenteare hled o date and

aumene sl rades

1S The Ledger Clerd wers thet ach i
Regratre s psepare the Cach Fow
Sty which 16 o goshuenn in the
bk

16 Geneeal | edger ivmpulated ovng
Cath Iied Surmmary by £ eilger
Cieb

@ Ivarsprse

[SEEYTRY

FAYMINT |

MOUCHUR |

N
2

v
10 SUITLIFR

(YUY Y
PLSPATEN
LIREN T

CAsI
s

TAYMINT
ATTROVAL
NG R

caul
~~~~~ RIGISTER

(ANVRAL
oo

A
4



I ADVANCE PAYMENT SYSTEM *l

STRATION DIVISION FINANCE DIVISTON

LT R

I —

TSIMALE

b Eetter ul eatimate i taisedd for theads yne [RARINY :
2 Authegeed by the eetesant [aredto :
8 .

1A Vo her 16 rasedd Bon the advance \ Nrovanw .

1 Vencber 1s autherisnd by ahe Disistonal Head

€ Usnide Jetter and vewn her is cither biled ot
At heed and e to Finance Tepamient

NOTHULD min
T LE
: INWARD
! RYQISHR
6 Dile sonsber teconded 1 Tnward Register . .
¢ ek : —
RN :
|

¥ Duted o [ onance chech € aml pree o
Acvountant
K Aceountant directdoonments ta Cheeking
Clert
ADVANCE
WEGISTER

9 Chebing Clad cheeks s 1 aupponting e vinents
el 3onracy of sccounting e

10 Cheching Clerk upelates Advanee Register and
inttrals Pae et Vencher

11 tewmneninse checked and mithorised by
Atconniant

12 Faysment Yoncher is detan hed from fite and
mtinbet is reconded in Outwanle Register

e — = P TOREIFVANT BEPARTMENT
PAYMENT casn
AL UL N
1Y Cach Aok Cleak writes chec amd npdates Cach| S X G .. . < B
[ 7N

14 Checlois mithotised by Directon Finance &
Atceuntant

TOREITVARTITRSON
1S Payasent Ve her is stamped Pand”

>

GINIRAL
[ERE)

[ S
-

16 Veawe hers ate file-Hn nierical onter

17 Genetat Lrdger 1 updated

Mlerarahtnna



I'OF ADVANCE PAYME

N

RARRATIVE

I Invoice is checked and Setilement Voucher is
faised

2 lnvoice & Settlement Voucher are cither lited or
attached together

3 File no. recorded on Inward Register

A4 Dircetor Finanee approves Seitlement Voucher

S Checking Clerk cheche all docutnents

6 Accountant rechecks and ceilics Settlement
Vincher

7 Settlenient Voucher and {nsoice is
detached from Lile and file no
recorded in Outward Register

8 Checking clerk then saises a Jonrnal
Veoucher and updates Advance Setitemment
Repistes

4 Tournat Voucher is authorised by Arcoontant

10 tovoice & Setlement Vouchier is attached 1o
Joumat Voucher and Greuenad  edper is upedated
by | edger Cledk

18 Fited in mumerical onler

|ADMINISTR

TION DIVISION

INVDICT:

SEI. ]
VOUCHIER

NOT FILED|TILED

RELEVANT DEPER

—___FINANCE DIVISION

EIl
INWARD
REGISIER

OUTWARD
REGISTER

I I JOURNAL,
ERS C VORenre

/,

ADVANCE
SEIL.
RFGISTER

B e/ Vinea:

/7/ '//



e NARRATION "7

I The Voucher is raised in the respective
department and supponting document is
attached

2 The Voucher is authorised hy the
head of department.

¥ The Clerk checks and places rubber
ctamp “Petty Cash”

1 Vaoucher is certified by the Accountant
or Director Tinance

5 Peny Cash Register is updated by
the Shrott and payment made.

6 Vouchers are temporarily filed.

7 When the Peny Cash floal goes below
R, SO0/ =, Vonchers are summarised
and i main Payment Voucher is
prepared hy Sheolf to claim
reithusement.

& A Clerk checks the accuracy of the
Voucher Summary by comparing it
with the Petty Cash Register.

9 “The jain Petty Cash Voucher is
certified by the Accountant.

16 Cash Boak Clerk seceives the Yonel er
package aml aices a Cash Cheek £ 1
the asnount to be reimbursed. The Cash
Book and the Check Register is npdated

LT Petty Cash Vourcher is staniped and
cancelled

VOUCHrn

l PETTY CASH SYSTEM

" FINANCE DEFARTAENT

PETTY
CASH
REGISIER

|

FAYMENT
YOUCHrR

PAYMENT
AI'TROVAL
REGISTER

CASH
BOOK

CHECK
REGISTER

SHROFE

X

Miearadeec

A

i



SALARIES SYS

NARRATIVE

I L eave Repistes is updated using teave form
by Administration Cletk after checking for
noopay lease

2 Veave Vorms are (itedd

3 Lettes is raised stating details of all no pay
leave

4 Cetification of no iy leave letter by

Adminisittion Ditector

§ Nopay Leave Leurr is liled by

Adnniniseation Clerk

6 Vited with Pessonal Tites

7 Salaties Clerk maintains | oan Register where

Monthly deductions & loan interestis
caleulated

R Allrelevant datais entered in todividual Pay
Cards At the same time Paytoll Shect is
updated nsing cathon paper

9 Accutacy of %y Sheetis donble checked by
Checking Clerk

LEAVE

FORM

v
1

CADMINISTRATION DIVISTON

TEAVE
REGISIER

X

4

NOPAY
LETIER

FINANCE DIVISION

LOAN
REGISTIR

PAYROLL
SUEET

Blontatnae



’ SALARIES SYSTEM '

10 Salary summary giving details of gross salaries l

dept wise, smninaey o cinsh payments anld ’ )

gayment by hank account, prepaned by
aal wies cherk : .

SALARY
SUMMARY

PAYMENT Err e
VOUCHER YOUCHER YOUCHER

(SALARIES)

JRUNNUUNS SRS U DUU R |

T Al dovuments nre cheched for
accuracy by Checking Clerk

12 Acconntant cettifies Payment Voucher

CASH GERERAL
BNOK EDGER

13 Cash Book Clerk writes the checks and General
Ledgeris updated by [edger Clerk

CHFCK

PAYROLL
SIHEELS

14 Payroll Sheets are filed

1§ Check is signed by Director Finance

KK

16 Cheek is sipped hy Ditector Adminictiation

<

17 Idividual salary checks are hanked and Cash
Chieek Tor casuad labout is cashed by Stuoff
: cAsH | INDWIFAL
1ANK
1R [y packets are prepared by Shroff i
1
i
19 Casual einplovees enllect salary sl sipn :
Salary Sheet :
'
i EMILOYEER

HIraraturs:




_NARRATIVE. | FINANCE DIVISION

Ovetime leiter i< paised indicating the
Peeple deing Over time on tha date

Antheeised by the Drepanmental Hei d

Antherised by Deputy Dieeene Genetal

¥ Adindnlsteation Cle:k fufooms the empliyees
vethally anel a photo copy of ihe Jetter bs <ens
o Sectity personael

> rsicuniy

H H
: H
: i
! 1
Y OT time sheel showing 0T tiene is : "”_"”
obalned by the Admlicteation Clerk R e
N Sy

from the dlock in inachine

OF tiaue sheets ate ceatitied by twe
Administaticn Officer with tefereme o OT
Feuet iled daie wise

Fachemployer Tillsinan OF viucher
Inticating time & ate

R Adininisteation Clerk centilies: Vo hers
withreetetere 1n O Tlne Sheet

B OTChrk catoalaes (81 allowance & checke
appeenate

OF Ve her ke aniboriced by Acvountant /
Dizector Fnanee

O vinteher foe the whaole nonth is bumdied
and a Payment Vom ber s calerd by OT Clerk

XX

FAYMINT
VOICI R

12 Chegling Clerk thecke accnuracy amb
cenifies

TPV becertified by the Arconntant

CASH GFNERAY
MWK DR

14 Cach Boark Cledkoraices dhiee & and opulates.
Cadi Pk 10 G s ppefated by aher
etk

18 Shontf encathes the £l &

1 Pentape suamgrIe aitsehed to ezl vesnoder
anl <igned by eniplayee befeae pryment by
Stuotl

1T Payment Viauhet & OF Ve ler are filet
by OF Clek

i
1
i
‘
H
L
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