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Dear Madam 

SECRETARIAT FOR INFRASTRUCTLRE DEVELOPNEqTr 
AND INVESTMEN'I' (SII) 

I In accordance with the instructions given and terms of reference
 
set out in Article IV of the Delivery Order No 383-0499-C-01-3453-00 we
 
are pleased to present our report on the Assessment of Financial
 
Management System of SIDI. The detailed report which is attached was
 
discussed with Mr Nihal tneresekere, Senior Counterpart Director to the
 
Chief of Party, and his observations and suggestions have been
 
incorporated in the report.
 

2 Our comments, findings and recommendations are given in eight
 
chapters; onechapter bcing devoted to each work task defined in the terms
 
of reference.
 

3 The more important comments and findings are given below as an
 
executive summary.
 

The project and organisation structure 

4 SIDI was set up under the Ministry of Policy Planning and
 
Implementation to assist in the implementation of the Promotion of
 
Private Infrastructure (PPI) project.
 

5 The PPI has beer, established under a grant agreement between the
 
Government of Sri Lanka and the Government of the United States of
 
Amer ica.
 

6 The project implementation has been contracted to the Center for 
Financial Engineering in Development (CFED) based in Washington DC. 

7 The accredited subcontractor of CFED is COMINDTAX Management
 
Services Limited, a company incorporated in Sri Lanka.
 

8 The value of the subcontract for a three year period beginning
 
financial year 1993 is US $ 988,317.
 



9 The projct compoments and the organisational structure with 
specific reference to tie Finance Division are given under Chapter 1. 

Lanagem~~fen t capab iIlit N, 

10 As explai ed in Chapter 2 we have rio reason to doubt the 
administrative and management capability of the organisation or to doubt 
the competence and technical ability of key officials of the finance 
division of SIDI. 

Internal control 

11 Chapters 3 and 4 describe the control piocedures in operation and 
our recommendat ions to improve the existing system. The internal control 
system is also docuMIted in the for1 of flow charts which are given as 
Append ices to Chapters 3. The more imxirtant internal control issues can 
be summarised ns follows: 

Paragraph (eference 	 Descr ip tion 

2.2 	 It is recommended that COMINDTAX maintains separate ledger 
folios to record the SIDI office expenditure. 

3.8 	 There is a risk of duplicate payrments being made erroneously 
or fraudulently because the documents supporting t payment 
are not cancelled with a "PAID" Stamp. 

3.14 to
 
3.15 	 Control procedures relating to overtime payments need to be 

strengthened inr] it is recommended that prior approval be 
obtained for work to be Jlone after office hours. 

3.21 to
 
3.22 	 All bank transact ions relating to 811)1 are made through the 

common bank account of COMINDTAX which also records 
tranm.actions relating to the other operations of COMINDTAX. 
This could lead to erroneous or fraudulent claims. The 
maintenance of separate bank account for SIDI is recormmended. 

3.23 to
 
3.25 	 An expenditure control acount needs to be established to 

enhance controls of completeness of expenditure and 
re I imbu rsemen s. 

4 30 	 Due to limited staff several accounting and disbursement 
functions relating to the pay roll are corncentrated in the 
hands of the Budget Officer. 

4.5 	to 4.6 friotier operating areas the account ing funct ion and handling 
of cash and cheques are concentrated in the hands of the 
Accounts Executive. 



We have recommended that incompatible duties be separated,
Under tile existing circumstances arising rom I imited staff, 
we have accepted the supervis ion carried out by the Directors 
of COMINI)TAX and the record keeping functions carried out at 
the COMINDTAX off ice as pro\'id ing the best alai labI e 
CoIl t 1"OI t. 

Value for money reviews 

12 As explained in paragraph 4.12, in the implementat ion of a
project it is necessary to ensure that there is economy in the commitment 
of funds, that operations are carried out efficiently and the project
objectives are accompl ished effectively. For this purpose we have
recommended that cost indicators and performance indicators be developed
aid the performance be assessed periJ.dically. Although such cost 
ind ica tors and per formance indicators have riot been devel oped, procedures 
to coitrol costs appeal, to operate effect ively. 

Proctremen t pr)oce.'dure 

13 We have agreed in paragraph 5.4 that elaborate procuretent
procedures may riot be necessary at SIDI because the majority of the 
purchases relate to stationery items. We have however made certain 
recommendations to strengthen tile procurement procedures. 

Control over commod it ies 

14 SIDI mainti,,ns a fixed assets register which we consider
adequate although certain recommendatiors have been made in paragraph 6.7
 
to enhance the effectiveness of the control procedures. 
Since an annual

verification of fixed assets is carried out (refer parigraphs 6.8) you
may consider having independent auditors to observe and thereview 
physical verification procedure 
in order to ensure the accuracy of the 
findings.
 

General
 

15 If you require any further information or clarification,
please contact tire Engagement Partner Mr P D Rodrigo or the Manager Mr 
Sanjay Niles.
 

16 We wish to place on record our sincere appreciation of the

assistance rendered to us by Mr Nihial Sri Amere:iekere, Senior Counterpart

Director, SIDI, MrP A Piyadasa, Budgetary Officer, SIDI and Ms Vasanthi

Sellathurai of COMINDTAX Management Services 
Limited and tire other
 
members of staff of SIDI.
 

Yours tluly
 



CONTENTS
 

C If A P T E R PARAGRAPI! REIERlCFI PAGE 

1 TASK (A) 

Introduction/Background 1.1 - 1.5 4 

Goals of SIDI 1.6 - 1.10 5
 

Organisation structure 1.11 - 1.14 6
 

7
Finance division 1.15 - 1.20 


Sources of finance 1.21 - 1.23 8
 

Organ i sat ion st ruc tur Appendix A 10
 

Naies and designations of officials Appendix B 16
 

2 TASK (B) 

Administrative and management
 
capability 2.1 - 2.2 17
 

Finance division 2.3 - 2.4 17
 

3 TASK (C) 

Accountiing system 3.1 - 3.4 19
 

Internal control system 3.5 - 3.6 20
 

Ackniowledgement of payments 3.7 20
 

20
 

Filing of documents 3.11 - 3.13 21
 

Cash cheques 3.18 - 3.20 


Payment procedure 3.8 - 3.10 


Attendance of staff 3.14 - 3.17 21
 

22
 

Bank account 3.21 - 3.22 22
 

Completeness of income and expenses 3.23 - 3.25 23
 

1 



CONTENTS
 

C If A P T E R 

Authorisat ion of 
petty cash vouchers 


Revenue expenditure
 
flow chart 


Capital expenditure
 
flow chart 


ove time sys tem
 
flow chart 


fltty cash system
 
flow chart 

4 TASK (D) 

Segregation of duties 

Functions of the Budget
 
Officer (130) 


Clepa rat ion and paymienut
 
of .alaries 


FLUnct ioins of the Accounts
 
Executive (AE) 


Job descriptions 


Budgetary control 


Value for money (VEMl) 


S TASK (E) 

Contract management 


Tender procedure 


Contracting manuals
 
regulations and guidelines 


Contracts of capital nature 


PARAGIPH REITIER NCE 	 PAGE 

3.26 	- 3.27 23
 

Appendix A 26
 

Appendix 13 30
 

Appendix C 39
 

Appendix D 42
 

4.1 	 45
 

4.2 - 4.3 	 45
 

4.4 	 47
 

4.5 - 4.7 	 47
 

4.8 - 4.9 	 48
 

4.10 - 4.11 	 49
 

4.12 - 4.16 	 49
 

5.1 - 5.2 	 51
 

5.3 - 5.6 	 52
 

5.7 - 5.8 	 53
 

5.9 	 53
 

2
 



CONTENT S
 

C IHA P T ER PARAGRAPIH REFERENCE PAGE 

6 TASK (F) 

Com(modity arrivals 6.1 - 6.3 54
 

Issues 6.4 - 6.5 54
 

Fixed AsseLs Register (FAR) 6.6 - 6.7 55
 

Physical verification of 
fixed assets 6.8 56
 

7 TASK (G) 

Noll Compliance with laws and 
regulations 7.1 57
 

8 TASK (H) 

Count e rpal it funds 8.1 - 8.4 58
 



CHAPTER 1 

TASK - (A)
 

"REVIEW & COMMENT ON TIlE LEGAL STATUS,
 

GOALS, ORGANISATION STRUCTURE,
 
STRUCTURE OF 771E FINANCE DIVISION
 
AND SOURCES OF FUNDING"
 

SECRtI'ARI1AT [FOR INFRASTRUCTURF, DEIELOPMENT' AND INVESTMENT 

INTxODUC'f ION/ iACKCROi (I 

1.1 	 The Secretariat for Infrastructure Development and Investment 

(SIDI) was set-up under the Ministry of Policy Planning and 

Implementation (MPPI) of the Democratic Socialist Republic of 

Sri Lanka.
 

1.2 	 The primary objective of SIDI is the promotion facilitation and 

co-ordination of activities, in implementing the Promotion of 

Private Infrastructure Project (PPI). 

1.3 	 PPI was initiated under a grant agreement between the 

Governments of the Democratic Socialist Republic of Sri Lanka 

(GOSL) and 	 of the inited States of America. 

1.4 	 The implementation ,tspects of this project have been contracted 

to the ('enter for Financial Engineering in Development (CFED) of 

Washington D.C, who in effect are the contractors of the United 

States Agency for International Development (USAID) Mission to 

Sri Lanka. 
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1.5 	 OMIINDTAX Managemetnt S rvices Limited. a Company incorporated ill 

Sri I 11ka , act Iely i Ivol ved in bus iess , f i nanc iaI eng incering 

atnd management conlttaIcy is the accredited suhlcot ractor of 

Goa lsof ,51J)y1 

1.6 	 The goals of Sl1)! are to promtote the ecoiaic infrastructure in 

severaI Secto-s isli and wide such a.s power. water SUpply arid 

trentient. telecomltut i eat ions. transportat ion. wste tinagetlent 

aid (i.posa I ol intutriai I states/ facilities arid to this end 

to assist the (tthlllteit of Sti I ilk"Ito leve lol ; market fot 

p i x'att: f itnaIIc i lIit[I Ill;i 2 l f t_'to i IfraIst I and it Lllll i C IUm:ttIIIeU 

1.-	 The project is stiUctured inlto the following components: 

o Private hifiast i luttie Network 'opiorient 

Establ isling of tile C)vernment of Sri Lanka's (0SI.) 

policies and iristituti ital framework to facilitate the 

promot ilon arid i 11p1iClilttat ion 

in1frast ruct ure 

pant icipat iol. 

agencies of tLe 

projects is 	 also 

o Publ ie Awareness 

faci lit i.es 

The training 

(G)SI. in the 

to he carried 

('otuupotineit 

The dlisseiinat ion of knowledge 

of the de e IopmerIl of 

ti tl pr i v'ate sector 

of the staff of the line 

iMpletien tit of these 

out. 

and inforimation about the 

programu toithe line agencies and the investing public. 

o Market inrig colip-, mlt 

Tile market iog coiponent will seek to engender the 

part icipat ion of the iax inunm number of qual i fied private 
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investors, both foreign and local, while market ing 

specific projects . 

0 Private Sector Wi ndow Component 

1.8 	 Under this component, Si)l envisages the establishirg of a 

Private Sector Infrastructure Development Fund (PSI)F). The 

Fund would provide the cata lysing money on a lorrgterm basis for 

BuiId Operate and Own (B(X)) and Bui Id Operate and Transfer (130T) 

type projects. 

1.9 	 The management of the Fund would IC caricriCd Out with external 

expert ise. S1DI would ensure that ,ulfficiCnt creldit I irres ;rv 

made available to tile lurid. ill order to p revent p'ojects 

undertaken being iandicapped due to the lack of lomgterm funds. 

1.10 	 We were also i riformcd that USAID has made a significant 

contribution to this lund amounting to UIS$ 30 million, to be 

utilised for environmaent al oriented projects. 

Organisat ion Structure 

1.11 	 The organisation structure presently under discussion at the 

S1DI office is of a matrix nature. The proposed structure is 

such that it would facilitate the close coordination and! 

functioning of the office &s a whole. 

1.12 	 The Senior Counterpart Director, SIDI, who was instrumental in 

setting-up thi: itructure was of the opinion that this concept 

of operation would be ideal for the working of SIDI, producing 

tie following advantages: 

o Flexibility of structure 

o Multiparty/project disciplines 

6 



o Better coordination and project chasing
 

o Teamwork andt lanspal'ency 

o Elimination of bottlenecks. 

o Facilitation of future growth.
 

1.13 	 The proposed organisation structure, is set out as Appendix A to
 

this chapter.
 

1.14 	 The names and designations of officials in the proposed 

organisation structure are given inAppendix B to this Chapter. 

Finance Division
 

1.15 	 The expenditure incurred at the SIDI office, is initially met 

either by COMINDTAX Management Services Limited, which is the 

subcontractor of the USAID contractor the center for Financial 

Engineering in Development (CFED) of Washington l)C, or directly 

by CFEI) itself 

1.16 	 All local expenses of the SIDI office are predominantly expended 

1)bCOMINDITAX who in turn get themselves reimbursed either from 

the Ministry of Policy Planing and Implementation (NiPPI) or 

fromn their contractors, CFED. The reimhursements from MPPI is 

considered to be the counterpart contribution to the project by 

the GOSL. 

1.17 	 These procedures are provided under the agreement. COMINDTAX 

submits fortnight ly reimbursement statements to CFED and monthly 

reimbursement statements to MPPI. CFED in turn incorporates the 

COMINDTAX claim into their master claim from USAID. In this
 

manner both the contractor and subcontractor are in effect
 

ultimately reimbursed by USAID.
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IJ8 	 It was also brought to our at tent ion that the local Component of 

the SIDI off ice expei ture. miet by ('OMI NI)TAX is only 

approximately 20% of total expenditure. Thus tie major portion 

Of total expenditure is Met diruCtl I1yi (?tI). 

1.19 	 It is understood, that 'OWWlNIJIAX mintains its hooks or account 
pertaiining to its function at S)I. at its own orfice. As such 
there is no seplrately identifiabule finance division at SIDI. 

1.20 	 Thle tudget Officer is resonsible fo tie establishment ard 

maintenance of the financial .:ystems an( ;tccounting procedures 

in keeping with the st;idaids required to account for all funds 
anti their disbursement under the direction of the Senior 

(ounterpart 	 l)i rector. 

Sources of 	Finance 

1.21 	 As S11)I has been establish..d by an agreement between the USAII) 
and the GOSL it receives funds only from these two sources. The 

USAID component is channel ei through CTEl) and (OMIN)''AX. 

1.22 	 In cases of ext Ieme urgency and when substantiiali amounts of 

expendittire are involved, (like in the purchase of fixed 

assets) , COMINDTAX expends funds requested and advanced by the 
GOSL (Ministry of Policy Plannirg and Implementation), who in 

turn get themselves reimbursed f iou USAII). Ilowever, this 

procedure has taken place only on two occasions, and we were 
informied that it will not be ,l1ade use of in the future. 

1.23 	 Under the agreement the Government of Sri Lanka (GOSL) 
reimburses the folonwiig expenses of the SI)I office. 

o The monthly electricity bill of the premises. 

8
 



o 	 Vehicle running and maintenance expenditure 

o 	 Repairs and maintenance of the SIDI building. 

o 	 The cc:,L of staff seconded by the Ministry of Policy 

Planniig and Implementation (MP1) 

9 
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Dr. P. Raman jai 

Chief of PartyNMr.P. A. Lynch 
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Mr. B. H. Parton 
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Director Dir 
Mrs. S. Kanendran 
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COMPONENT I- PROJECTS 
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Director 
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R. I. S. Snr. Ctrpart. Director 
Mr. B. H. Parton M.r. N. S. A,,ercsekere 
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Appendix B to chnpter 1 

NAMFS AND DESIGNATIONS OF OFFICIALS OF THtE ORGANISATION 

DESIGNATION N.AME 

SIDI OFFICIALS 

Director General Dr P Pamanujam 

Government Director Mr E 1- Dissanayake 

Government Director Mrs S Kanendran 

Chief of Party (COll) Mr Paul Lynch 

Resident Investment Specialist Mr Bennet Parton 
IRIS) 

STAFF I-NI'LOYEI) BY_ ( .I NIDTAX 

Senior Counterpart Director 
(SCD) to the (COP) 

Infrastructure Specialist 

Finance Officer 

Finance Specialist 

Project Officer 

budget Officer 

Secretary 

Secretary 


Receptionist cum Secretary 


Management Trainee 


P C Software Specialist 


Local and overseas consultants 
required.
 

Mr Nihal Sri Ameresekere 

Mr Nalin Wijewardane
 

Mr S Muthugala
 

Mr U G Perera
 

Mr T Samarasinghe
 

Mr P A Piyadasa
 

Ms Indramali Perera
 

Ms Selvi Thangarajah
 

Ms Cryshanthi Dasannyake
 

Ms Earha Ra.achandrarn 

Ms Roshni tlussaine 

are recruited and employed as and when 

The following minor staff are also employLd at the SIDI office. 

2 Peons and
 

3 Drivers
 

The posts of two Assistant Government Directors seconded by MPPI, and of
 
a management trainee are to be filled, depending on requirements.
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CHAPTER 2
 

TASK - (B) 

"REVI F' A.VI (0,I:F.VT ,X TIl! AIPM I'l STRATI VF" . MAAAGPM'I'NT
 
CAPAIL ITY) OiFt:Fil/P OIh';AA'/S.TI)O. .. TII" AND
01. THIE'IlT 

M/ANAGIL',VLT C'.4'AlIII. ITY OF1"il: I ANI't: 1)IV1ISI)N SI/OULI) ALSO BF
 
ADDR:'SSlI-) IF i 1 l!' 'IIARA F1'i1tIAIS O. 'lilF Ai.VA(;IJ'NT OF 'Il f
 

AID PROJ.'T"
 

Adm inst.rat ive and managencrt cnpha iIity
 

'1h. Addit i,)l )i2. 	 I IA tO (icacial of Ite inist y of,', iPo' I ]ati ing and 
Iill) iullllt;,t io1loltl' (Mlii I. hr I' I;ru'jtiri. " I (tor (jeneral of SI)I. 

[)I lallillIII til'r eid eXl)l ILAIIiC the iplM it SectOi-. ''hej hll i', oll ltl)-I e if] 

'hief of Pal ty ('ON Nil'a itul lynch and the Res ident ir'vestillCnt 

S)cL' ialist (V IS) "Ii ieic t. Paitonri haVe heeri at'ssiilled to ilieSIDI 

,iiS11ion bX. (i111). TI.-SuitIi ility of these pci-lsoline has been assessed 

agains'-t tihu t-ii tecriai set y I'SA.1). 

2.2 	 Therefore kc (lo not have a. reason to doubt tile Adm inistrativc and 

Manalge enlt capalii ty of the Organisat ion. 

F'i nance ix is ionl 

2.3 	 Mr N S Amieresekere who functions as Director COMINI)'rAX, is at Fel low of 

the ('hartered institute of Management Accountants (CIMA), UK and of the 
Institute of 'hartered Vc,:ountants of Sri Lanka) l('ASi) . The Budget 

Officer Mir1' A r'iyadasat is tinAssociate MNember tof M'[L\and itl low of 

ICASI.. liealso poasc' Bachelor of Arts degret. 

COMINl)''AX we udelistand has successfully undertaken several large 

assignments of this rsature both in the State and public sector, 

including the privatisation of the transport industry the (Central 

Transport Poa(d (C'T1), 

17 
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2.4 We have therefore, no reason to doubt that tihe key officials of the 

Finance I)ivision of SiD) have the required competence and technlical 

ability to carry out the tasks assigned to them. 
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CHAPTER 3 

TASK - (C) 

"RFiwIF'W, )(OCUMENT ANI) (OMMENT ON lIE A(C(COiNIIN( SYSTI"EM IN 
PLACE-I, ACCOIINING RI-'CORIS MAIN',1ANI), INTIERNAL CONTROLS AND
 
TIF V'AYMEINT iROCEIUIR (I"IOW CIIAR'I'S MAY iE S) WIIERiVER
 
N;I-SS'ARY WIH71 A)EQUJATE" NARRAT'IVE EXI.ANATlON).
 

IN CONNEC'ION WIT. ill" AIlOVl-" ALSO ASSESS TIE AI)EQUACY OF' 711"
 
OR(;ANISA7ION'S I NVOI C :FXAM INATI ON (APA 111 'LITY, PA YMI'NT
 
PROCI''I)(IARES AN!) INTFRNAI, CONTROLS IN CONNECTION WI '71 APPROVAL AND
 
PA YMENT OF I N VO I;"S" 

. W lUll[,Alld Aul It 

-.1 Tle AccountiiL o f SIlDI ilzl' Uildiltti id by (ONMINI)TAX at its office. but flo
 

"Vpalli se t of hoolf;s. is r Itaiuid fotl SI DI. irstuad, tile
 

LIi sbursCilieIt s,ill rSI)L't of SI)l , illd ill othI0t p ojects h nditiltIed b%
 

'(,fINIl'AX. alt- Ilirnl1 illudtill it :.lL IU-"Ut of bt)oo1,of, ICcUount . liltlher
 

iht_",'Ienvl~tl I udl+%u'(dI.) 1,0 lu n pillmt rtSI)VL'L
,hkw..- illt+' v vt Folio', ill Of 

tl,. V\I~t+lld iIl (-it . it 1itN1t ]Y 111V t:,,~li LttlU (11' tile iiltl.,CltSl' *,Vld %,'It 


ck I ! lh t lt hookI,I(')j it 1( \ Li it'i tI i i pdvilellt Las l ill Olier-l" 

to ,%Oill IlY ii , I i h _ta Id it thu ir1e til u1Cl; Iti g of Ihe (I­l!W 1i ,, 

]hIu IN tlWI is ,I Jpo,-, ii I it> oI v\u' ldituLJVe Clti ili n2 to 0t1 Il 0jCtC 

hiilg U lolUoll> Ikt thuCl I itoil h I prlojt I.ficO 

3.2 WV reCtCirlerltl 11a1,t NDYIAX itta iins -epont fol los record1.()'11 I letdger to 

"llifoffic'. c\pvulditurc.. 

3 . 3 Time llt ucts lvItakk ;ilpliciitiol 'tc C IINI)TAX cimpl Who illeof Ioyee., 

seuCildtid for .'ervicte to SI)I. are alsoIfi led at tile COMINDAX office. 

These re ltloVed I lieulge t Off ice11V .
' 


3.4 The accounts of 1OIINI)ITAX iS suhI)CCt inal aal aud it. As 

independent f i rlmof Clhrtered AccoUlitairtts apl)oilrted by the Board of 

Directors of C(OMIlNI)'rAX have audited tile accouIrts upt() the year ended 

31 Mtarch 192. 



3.5 	 The payment procedure relating to tile revenue arid capital I elliititure 

is given ii flot chart forir as Appellndi A aind I to this haptul . 

lre p ylliet l procedure rclat iltig to oveCtilite iil tih. pet t cash syt lenl 

are also given as fi lo chllat s iii .,\ppundit c and I) tiithi 'liaite . 

3.6 	 Our observatiols in the systecii arer gi'en in tile lietiig plialralpis, 

.\ckr.1t_i 	 Icileeri.'ni't oif rIl) lui'l.iii 

3.-	 rie Buet officc, (I') makes it a point to olitaiti Nivnliitures, 

of-uppi iets on the cheque ji liilt voucher rli Iliaking piliettts . Ti is 

ensueS that the sall. clicLIue Liy rteIltt Vouchers are riot ur. .d to make 

dupl iciate payt .I N.ti 

I'avrIIclt_ prlocethi re 

3.) 	 Payllett RLoquisitior Vouchers (1RN), Petty Cash \'ouIlrers (I'CV) anlrd 

(ifocIllti S supporting -guc'i vouchers' are riot cancel led itit i a ')"! It' 

s tatip. Thus t ie do:tcuiiCr t 'i Colt I Ihe produced a)ilI i i SUl[p0t I f 

aiOlher paytlielt befLie tihey are slieatcl,'d to I.I). erloneous ly oi 

fraudulent ly. 

3.9' 	 Al I vouchln artiL doCUlliCritIs sUpl)O' i rig prylrieIt S iiiist he CaICe lIed w i tlI 

a "PAID" which shitil the arnd of chequestutip ,li irecord riumriber date the 

issued. For conttol to he effec ivt,, cheque signitor'ies should erisu re 

that the nuiier aitl ilai eo lie cartce I led docuileit correslottd to those 

of tire chiequ he it rig si,!-lied. 

3.10 	 Iowever, we were aS!;UredI that control over PRVs is ensured hv ilte 

mairitenance of a regi ster. Altiough IRVs are not serially pipe­

numbered, the entries in the PRV r'egister are iaintained serially. In 

the opinion of tie Io this would prevent the reproduct ion (f a used PRV 



il supp)rt of another payment. We were also in formed that the cheque 

number is written oi tIle PRV at tile paiut of payment. 

Fi ing. of Pocullents 

3.11 	 The original, of documents supporting tile payments are despatched to 

CIED for rei mbursemlent on a fortnight]1' basis, and COMINDITAX keeps 

photocopies of tile documents despatched to ('11-I). Iowever.*, note that 

these photocopies are not at tiached to tile pav'mert vouciheris and are 

filed separately. Therefore considerable diff icult y is experienced in 

t icin ig t Lese doctillelit. to) the I tlevanit Palliultt equ is iI ion Voucher 

( PAI{) . 

3.12 	 It was brought to our attention thait separate files are miitained for 

each and every fort n i ght 1ly e imt)bursetll tt. These Files cotsist of 

photocopies of te ititiaisemen t statements, PRN aid suppirt ing docutelit . 

3. 	 13 Therefore if itthiid party. such as audi tots, iequires tie i)IttocopieS 

of the docui'..: t:, support ing any given pay'iment, they would have to refer 

to these files, iF thv-y are tabl e to locate such information in tie 

COMINIDTAX i'ayent Voucher files. 

3. 	14 Sti) mairitains a staff attendance register. Overt ime payments are 

applicable only to minor staff and aie based on tile overtime sheets 

filled in by the employees themselves. Therefore the only control over 

the accurlacy of time chiarged as overt (lie is exercised )y the Secretary 

who initials the daily entries in tile overtime sheets on the day 

fol wing the oc r time Aork i nrg day. These are also signed by the 

Budget Officer and sent to COMINI)T:\X to obtain payments. 

3. 15 We recommend that pr ior approval to be obtained for working overt iiie. 

The official wh1o reCu ires the minor staff to work overtime should make 



an entry in the Approval Register which is in the custody of tie Budget 

Officer (130). The reasonability of overtime hours worked is checked 
based on tile "mok load. Drivers overtime hours are endorsed in the 

vehicle iurming chaits undier the supervision of the security staff. 

3.16 	 The 130 checks the accu racy and reasonability of the vehicle running 

charts before autdhorisih overtime claims. 

3.17 	 The receptionist is incharge of checking the work load and approving 

overtime worked by the other hinor staff of SIDI. 

C'ashi Chequesi 

3.18 	Cash cheques are drawn only for the purpose of making payment of 

salalies, rei mbursenent of petty cash and purchase of stationery from
 

wholesale out!ets.
 

3.10 	 Such cheques, by their very nature are susceptible to losises and 

frauds, since they couldhe encnshed by any person who gains access to 

them. 

3.20 	On bringing this to the attention of the Senior Counterpart Director 

(SCD) who is also the Director of COMINDTAX, we were informed that tile 
above risk is borne entirely by COMINDTAX, and that there is no cause 

for concern since funds are accounted for as expenses of SIDI only 

fter the del ivery of goods. This results from the fact that SIDI has 

no funds of its own. 

Bank account
 

3.21 	 COMINDTAX maintains a common bank account for its entire operations.
 

It handles funds pertaining to several different ventures. As a result 

it is difficult to identify transactions pertaining to individual
 

ventures.
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3.22 	 If the funds pertaining to SIDI operations are significant in 

comparison to the overall operations of COMINDTAX, we recommend that, 

a separate bank account be maintained for SIDI operations. 

We have also been informed thIt (M('.iINI)'I'AX presently intends adopting 

this procedure. 

(ompmluet teness o f Income and eiexnftlses 

3.23 	 SIDI has no income of its own. Any reimbursemert of costs for "Request 

for roposa I (ocime tt s as wel I as tny other income of any nature wi ll 

he re'COded in the Receipt> HOOk arnd such funds will he tr ntslfrrud to 

MPPI. 'lheefore .OnI)ltcSS Of illconme (4l)ents on the pl)ocedte that 

requires art ucknowledgement receip t to be issued for funds leeivet]. 

3.24 	 The completeness of expenditure of the SIDI office is ensured at the 

point of rei mburNehent. All reimbursement statements prepared by the 

Accounts Executive (AF) of COMINDI'AX, are checked and author ised by 

the l)irector (t} ,lNIYIA., wto is aI.so the Senior Counterpart Director 

(SCD), SI)I. 

3.25 	 Ae have been informed that it is intended to setup an expenditure 

control account to ensure completeness of expenditure incurred at the 

SIII office and to control reimilursements received. 

Authorisation of putt v caish vouchels 

3.26 	 SIDI maintains a petty cash i mprest of SILK 15,000. During the " walk 

through" tests we performed on the system we observed that certain low 

value petty cash vouchers had not been authorised by the Budget 

Officer. The details of some of the unauthorised vouchers are given 

below: 
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Pdvlvnent Requisition Voucher 205 (raised for petty cash re imhursennt 

o Petty cash payment voucher No 9 - Rs 50/­

0 - do - 10 - Rs 50/­

o - do - 17 - Rs 525/­

3.27 	 These irregularities were instantaneously sorted out during our 

discussions, and we were assured that they were due to genuine error. 



ABBREVIATIONS USED IN 
THE FLOW CHARTS GIVEN AS 
APPENDICES A B C AND D TO CHAPTER THREE 

AL Accout. IXeCUt ive
 

130 Hudg,et Officer
 

('A I'ert : iC:1tL of Acceptaiince
 

('1~ Ca~isli Hook
 

Ps f('hccjLue Vouchel'
layfuielit 


IX I)i lector OtelralI
 

L Lnd
 

FIRS lxpenditure Reimbursement Statement
 

lob' F i x .. ,'is t e
d P., -YtR 

G.. GtIlle1i I lcdi c'i 

C0S0. Cmx e\lnI1li't of SI'i Lanika 

1Il11 miii istry (if Policy Planning and JImplementation
 

OP NO Ojperi-at ion Nu lhei
 

('01 Ovv FI i iet
 

(TY ()-er! i illI e I' ist er
 

lit'PV P1ktty caslh PayNlhen t Voucher
 

PCRS Pettv Caih Re i uhursemunLt Statemient
 

Pe rIIiia tn Ii le 

P11. Project liriplemenUtat ion Letter 

10 Purchase Order 

PRV PaYlIi a Requ i st ion Voucher 

PRVR Payment Requistion Voucher Register 

SA Statemient of Acceptance 

SI Suppliers Invoice 

SIDI Secretariat for Infrastructure Development and Investment 

SLR Sri Lanka Rupee 

SQ Schedule of Quotations 

TF Temporary Fi le 
USAID United 'ates Agency for International )evelopmnent 
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'ilk 

lit .. -I . ~' -

Il:i~ a­ 1b1g 

IS I .: I IdTFsr I 

Iicceu 
ie Ba.I v i i.. 

a~ ind[oeo 

'? ~26 rh~ 

Isice 



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

aritor1 

NO I'a~c 
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A\ppndix A to ( 'haptcr 3 

SYSTEMS REVIEW 
REVENIUEII IIXPENI)URiE 

Nan'alion OPj 
NO 

Page 3 

COMIN )"AX -OF!IC-I 

PA IM 1I­

~ASH4 

The Accounts Ixccuitgc 
ermshed if necesSar. 

cllue 1 

SII/ WM!NITAX 

The Budget Officer accepts lhit, cash 
cheque and signs oil the PRV. 

131 

c~rEqUE 

The Budget Officer makes the payments 141 

The supplier sins (he CPVand accepts 
payinent. 

15o 
C.14ETU pLIER 

28 



Appendix A in Chaptcr 3 

SYSTIEMS IR.VI FW 
iRIM-iNUF F.XI'.NIDI'I1JiRl; 

Narration Opi 
'N6 

Page 4 

COMINT)TAX OFFPICE Ka3, 

L L.PV 

i 
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Appendix 11 to Chapter 3 

OFFIX~I)ASSFITSPROC JRMUN (GENFiRA!. IROCTiI)1Ri) 

INarration OP., Page I 
NO 

NU~T I FiE3 'Tc Tti E i3LA.DtET Cf-r'tL 

c- M JrAX CoNsuLTAr. RfIN 

JImokllyI( I ciitselltdt3 Cs 01t ;.SA\ID and 

'ihc 01Jci~ficcr or anothier2 
C)liicia obtains atleast 3qIutaions OVer 
fltl- plionc or lwVbiif! the 'oupplivr. No 

I he ldc C)ftice r ChIIck wviha 
(;OSI 'AtIciI a m SIIi. III lic t *SAID)Iliicc 

lihctlef I >SAJ J) ileitiloln onI 

P(f II !' cli 11:m c oIpicI withi. 

3 

ASo) s prejparc(I by (lie Bmdget Officer. 4 

30
 



Aplicidix 11 to Clmapici 3 
SYSI1FMS HIiVI-i 
PROCUiRPENi' OFIIPD ASSI-TS(GNRA.IO'lMJR) 

Narration 0P' Page 2 
NO 

811)1 OFFIC-1 I 

Thle schiedule of quotlIliows (11)atleasi 3 5 
Supplivirsi will k aulhuoiisd bY the )G aIjld 
tralfslled to(I1(I'SAID. 

IJSAII) OFFICEi 

E-valuation and welcctioni of asupplier and 6 
iSSUc of Ill-

PIL. 

SIDI! OPZICTi 

Ilie PI1I. is received.7 

P)() 1, plac4.d ky tile Budget Officer nio 8 p 
h rmna P0 is ra Red 

,3OR® 
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SYSTMS RVIEVAppendix 

I~1(X~R~M~ii' F iX &%ASETS (GEsNERAL PROCI)URE) 

11 to Chapter 3 

Narration N1O Page 3 

N6C~ 

Sis are recojved. 

SIDI FFICI 

9 

FRO 

woA:-cl ch kc1d oil 

BldgoIili(I(IdS~c~I~ 

(!Cive'CI\ 11N.file 

iS picpai c.d by thw 
1B:idget C)ffiur S A 

SiA is .II holis whv a S cfilal 

Budget . )Uicci Cili.. 10i SCT 11 iCe COSI IS 

12 

13 

0 
LOAT 

If ko,1 is ic I1-

ti*not 14\Jlj lis ilj. 

5c~S$2500. flu-cc .ID 1-4 

II 

AID 

A 
lmA 

FORMISdi 
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SYSTEMS REVIE:W Appendix B to Chapter 3 

PROCUREiMENT O I:IX];) ASSE.TS (GENERAL. PROCiIIRE) 

I 

Na raton 01'. Page 4 
NO 

SII O
 

..I t ,t ' :t.e :L h ri. Iv the In 

Ni f,l,1ntale S(flI to U SAID. 

*u& 

17 

S A 

OP H 

A I.D. 

",SAID ; ill tfirtctly pay the supplier on 
rCCcilI oi lhc dUclnntIns. 

1 
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Appvwndix JBt Chapter 3 

P"ROCIJR1.;MI"Ni OP PI-IXl) 

Narration 

511)1 OFFICE 

SI Is rcctivted 

ASSI TS (I XCUPT1ONAL. PROCI'Dl)iR) 

IOP; Page 5 
NO) 

2 
FROM ~ TC0 

Go~ki' tlckid toll dellv:v Ibv Ihc 2 

Pk< V i' raiwvd hyvthe Budget Officer.3 

C 

P 

T 

KIV 

IPR\R il, updated. .5 

IDocunts are reeived at U MINIIAX 
office 

16 

34 



Appendix B to Chapter 3 
SYS.111MS R I-V 'IIW
 
PROC( IRhMI .N'TO1P PIX|i) ASSiS (EXCIPITIONAiL PROCEI)URE)
 

Nara lion OP: Pagc 6 
NO
 

CXJMINI)TAX O)I-IC, 

T I,j.Iaisd b.%1h. \Ccounls. ixecuive. 

C P\ i hoo.,.,.d b\ 1)W ()1 li t 1C.IO 
di[i cr s.'( i c 

C. Hq. 

.,'X'T t ri 'ntici signature is 

o0 .i1, d fhOmiia dirt'CoI. 

(1l)is ujpdatvdt by tile Accounts E~xecutive. 10 

UB,I Inlrics )s( to the (;IM.L. 1te,,',( 

ihcq uc and the CI'V are handed over to 12 
tile NuIg!tet Otficer. 

PRV 

The Budget Officer signs on the PRV and 13 
acccpts the cheque and the CPV. 

P1RV is filed in a PF. 7 
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Appendix B to Chapter 3 
SYSTFMS RFVIFW
 
IR1OC1JURIMIgN' O 1;IzX ,l)ASSII'S (lIXCIlPI'IIONAi. PROCIiIJ RIi)
 

Narration ,OP1 Page 7 
NO
 

)11 
TEIC
 

I h f-Atiec! ( )Ificcr m;kes, the paymcn! to 14,
 
the 'uippli. 

( 'V js s'igvnl' .upplie' 15byvlit" and senI Ito 

('()MEN IA)..\> tI filin-in IT:. 

R, is updahd by tihe Budget Officer 16 IA. 

COMIND'TAXOFFIICIH 

The Accounts 1x.'cutive preplte.an 1-R1S 17 
and a covering ltr lladdressed to MI'I'I. 

A "rT¢ MPPI. 

Documents are authoriscd by one of tile 18 S" 
directors and sent to MPJII along with the 
SI. A pholocopy (C) of the SI is filed in 

36.
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App-ndix B~ to Chapter 3SYSTEMS REVIF W 

PROCIJRIMENT OF FIXII) ASSI S (IXCil'IONAL PROCi-,I)IJ} RI ,) 

Narration 	 01'. P'e 8 
NO 

O)n recei ,piof thr reimbu rsernet cheq ue :19 t c- i-q E
 
frow %IjTIthe CB is updaled by the -


Acwotims lxccutivc. 

The ChCtlie¢ is dCl ),iLd 	 2-d 

SII)I OFFICE 

A CA is prt'lpaicd 1).,the 1PtctLOtficer. "21 

-rc, mPP1~ 

This is Authoriscd lv a ( ;()SI. olfcial at 22.SII.I
 

Value of the p)urchase is checked. 23 

CLST 

YES 

If thc valte is greater or eq ual to IUS ¢ 2500i 24 
All) form 1450-4 is rcd.-D - t Merl 

1450-

If not AID form (134 is raied. 25 

AIM 

379
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Appendix B to Chaptcr 3 
SYSTEMS IIVII.-W 
12ROC(JR|'iMIN'1'OPi IFIXIU) ASSETS (IXCIEPTIONAIL PqROCIIDJRIE) 

Narration 
I. 

OPI Page 9 
NO______________ 

11 

and subiittld to USAID for 

38 



Appendix C to Chapter 3 

SYSTEMS REVIEW 
OVERTIM]i 

SDI OFFICE 

Narration op; 
iNO 

0gAL 

Page I 

REQ U-ST AN-1 APPROVAL 

From Di rector/Screta ry STA 

!)aily 

'IIlu11 ,-(lctOfficer or the receptionist 
updates and initials the OTR 
recording dale, nane and hours 
worked. 

i- T P, 

Fortnightly 

OIT claims aie prepared b.N the employees 
-mlId submitted to the 3udet tOfficer. 

2~0 T 
CLAIM 

01)laitmrs are checkedlta'tinst OTR3 

and lime sheets are approved by 

flk: B1ud gt Officer. " *'M
514e&TS. 

A elmo an(l a 'PVlor the total amount is 

raised by the Budget Officer amd sent to 
(OMINI)TAX. along with indiidual 

claims. (No preprinted se-riality on l'RVs. 
nubecrd oly at the tiut e of raising). 

I mIm 

. 

i 

Photocopics (C) of the memo and thc PRV 
arc filed. 

5 

0o'rT 

PRVR is updated by the Budget Officer. 6 
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Appendix C to Chaptcr 3 

SYSTE'MS RIII-W 
OVEiR'I'IMi 

Narration op! Page 2 

COMINDTAX OFFICE 

IFortnightly 

Oil receipt of th I(icets sent!by the 
Budget Officer. tile ,Acunts Lxccutive 
then compares these mid check,; the 
arithlnlctical accurac. 

7 

Ali documnsi cfliSCled4. I i 

A cash cheque is prepared byv tie Accounts 
EXectuivc for the total amoullt. 

9 CASH - - , o 

The cheque is checked and signed by one 
of the t\ o dirCclors. 

10 

One of (lie Staff icibcr 
ecashed. 

gels it cheque 
I 

11 

SIDI / cMINDTAX 

Fortig t 
The Budgct Officer signs on the PRV and 
accepts the cash. 

I 

112 

3 
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Appll.\i. (.to Chaler 3 

SYSITMS REVIEW 
OVI,ITIM I. 

Narraion or,
Nd 

Page 3 

SI I)! OFFICIF I 

The Budget Officci' prepares PCI'Vs for 
indtividual amounts by Icfer ing to the 

113 -- PC PVIS 

('ash is collccted by the cmplo'es after 
signing on PC-Vs. 

14 

COMINDITAX OIICF.--- - fI _p CPVs 
P('tVs nrc filed by the Accounts Fxcctive 15 
along- ith memos, l.''s and OT claims. 

I I 
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Appendix 1) to Chapter 3 

SYSTEMS R EVIEW 
PITIY CASH SYS'I'iM 

Narration oPI 

N 

Page 1 

SI)I OFFICE _______ 

A IICRS israised by the Budget Officer. 
The source document is either the SI or the 
PCPV in the absence ol the lormer. 

Imprsl is lcss than o,equai to SILE 7,000. 

I 

A PRV is raised for the lotal amounnt. 
Serialilv is nIainmied manuallv. 

3 

PRV register is u~xlated by fie Budget 
Officer. 

4 

PRV 

Observations c 
- no independent check 

- no daily petty cash 
disbursement records are 
maintained. 

- No l×trycash account is 
maintained due to the low 
number of requisitionists. I 
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Appendix 1) to Chapter 3 

SYSTEMS REVIEW
 
PE'rY CASH SYSTEM
 

.3n 	 OP, Page 2 
NO 

COMINJI)AX OFICE 

'The documents are received at the 5 
(COMIN1)ITAX office. @ 0 

Accounts Executive prepares a ash cheque. 6 

CAS 

The cheque is checked and authoriscd by 7
 
one of the directors.
 

Accounts Executive gets the cheque 8 i 
encashed. 

i!Q PRV 

The Budget Officer signs on the PRV and 9 o J, 
accepts cash.3 
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Appendix I) Ii ('hapter 3 

SYS'EMS REVIEW
 
PEI'ITY CASI SYS'IEM
 

Narration OP Pagc 3 
,No 

COMINI)TAX OI*'ICi 0 

Thc Accountls Fxccutivc updates the (11 M C, PC.RS
 

t, vig Mutjcc document. I
thc P('RS a.s 

c B. 

TIheAxuuIIz'IS IxCCUthvC p)ostS tile ('13 I 
entries to the respectivc accounts in tilGL. •L 

-ro CF E.D. 

The ledger accounts are sumtnaised 12 
fortnightly into a RS. " 0 
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CHAPTER 4 

TASK -	 (D) 

"REVIEW AND COMMENT ON TIE INTERNAL CONTROL SYSTEM TO 
DETERMINE: 

(a) 	 TIlE ADEQUACY Of' SEGREGA TI ON OF DUTIES AND 
RESPONSIBILITIES IN 771E FOLLOWING FUNCTIONAL 
AREAS: 

(I) 	 ACCOUNTING,
 

(2) 	PROCUREMENT (CONTRACTING),
 

(3) 	 VOUCHER PA YMENTS, 

(4) 	 REPORTING; AND 

(b) 	 TIlE EFFECTIVENESS GF TlE CURRENT INTERNAL CONTROL 
SYSTEM ON TilE MANAGEMENT OF FUNDS" 

Segregation-of dut ies
 

4.1 	 Our observations on the segregation of duties and
 

responsibilities between the functional areas of accounting,
 

procurement, collection and reporting are set out below.
 

Functions of the Budget Officert30)1
 

4.2
 

o 	 Responsible for all finances and the proper maintenance of all
 

accounting records, documents, files, vouchers etc.
 

" 	 Responsible for general administration and running of the 

office, including recruiting and supervising office staff. 

Ensuring that all positions are filed by qualified personnel. 

o 	 Responsible for personnel management function including ensuring
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that payroll and payroll related taxes/dues are paid. Ensuring
 

that matters relating to benefits and problems are handled as 

they arise expeditiously.
 

o 	 Setting up controls and inventory of all assets of the 

organisation including procurement and identification. Ensuring 

proper and regular maintenance of all equipment. 

o 	 Responsible for procurement of stationery and all other office 

supplies. Ensuring proper accounting and controls. Maintaining 

inventory record and adequate stocks.
 

o 	 Ensuring that all equipment, furniture and other assets of the 
organisat ion are properly insured. 

o 	 Responsible for all arrang,.lments in relation to the opening and 

closing of the office, including custody and control of keys.
 

" 	 Respon-,ible for management of the motor vehicle pool and 

ensuring proper and regular maintenance of all vehicles, with 

requisite controls on fuel and vehicle deployment. 

o 	 Providing security arrangements and guard service for the office
 

and checking on same and ensuring the proper maintenance of the 

premises. 

" 	 Processing and preparing requisite inforiart,ion for quarterly 

and annual progress reporting. 

o 	 Secondarily responsible for working on project financial
 

analysis including economic analysis of project capability.
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4.3 	 As noted above the functions of procurement, collection and payment are 

all concentrated with this officer. Further, he is responsible for 
preparing, authorising, and making certain payments, besides custody 

of petty cash. Whenever possible the functions of preparation of 

salaries and payment of salaries should also be segregated. 

Prelparation and p~ment of salaries 

4.4 	 At the end of each month the Budget Officer (130) obtains a computer 

printout giving details of all salary scales of the personnel employed 
at the SIDI office. These are sent to COMINI)TAX and the Accounts 

Executive (AE) tvansfers this information onto pay-shcets. The 
accuracy of the pay-sheets is checked by the AE and the DO after which 

a cheque is drawn for the total amount. Pay packets are prepared by 
the AE at the COMINDTAX office and he then takes these along to the 
SIDI office. Payment of salaries is made at a predetermined time and 
place under the direct supervision of the BO and AE. Although the 
degree of independent self check which is fundamental to the 

functioning of a proper internal ccntrol system is somewhat lacking, 

the Senior Counterpart Direct,_,r (SCD) was of the opinion that the 

chances of an erroneous claim being processed are slim, especially 

because all reimbursement statements (inclusive of COMINDTAX employee 

salaries) are checked personally by him before these claims are 

forwarded for reimbursement. 

The concentration of the duties with the BO, referred to, above, is 
mainly due to the lack of staff to perform the administrative duties 

of SIDI at lower levels.
 

Functions of the Accounts Executive (AE)
 

4.5 	 The following tasks are carried out by the Accounts Executive (AE).
 

o 	 Entering the data in payments and receipts cash books
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o 	 Updating the ledger 

o 	 Entering the payroll data
 

o 	 Preparation of pay advises
 

o 	 Preparation of pay packets 

o 	 Writing all the cash cheques 

o 	 Getting cheques encashed
 

o 	 Banking all the cheques received from CFED 

o 	 Preparation of fortnightly reimbursement statements to be 

submitted to CFED 

4.6 	 As shown above the accounting functions and the preparation of cheques
 

and pay packets are carried out by the Accounts Executive. To enhance
 

the effectiveness of the internal control system, the accounting
 

function should be kept separate from the operations of cash and 

cheques.
 

4.7 	 We were however informed, that these two functions are in fact not 

concentrated in the same official. There is a separate official at 

COMINDTAX who does the book keeping under the supervision of the 

Accounts Executive. 

Job descriptions
 

4.8 	 The descriptions have been prepared for the administrative and
 

secretarial staff at SIDI and therefore their individual roles are
 

clear to them, facilitating their proper functioning.
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4.9 	 Job descriptions have been published recently in a booklet titled 

"Organisation and Procedures" and is available for reference at the 

SIDI office. ',herefore, the degree of ambiguity amongst the SIDI 

officials in performing their duties is not an issue for concern. 

Buqdgeetarv control 

4.10 	 CFED and COMINDTAX have agreed on the budget for the period of the 

project. Expenditure is incurred on the basis that the total of 

individual budgeted line items do not exceed the amount budgeted for 

the entire project. 

4.11 	 Control over the funds expended on fixed assets is maintained through 

an authorisation procedure which requires the approval of USAID prior
 

to their purchase.
 

Value 	 For Money (VEM) 

4.12 	 SIDI has not developed a procedure to identify whether Value For Money
 

(VEM) is obtained from its operations. VFM is based on the three Es,
 

economy, efficiency and effectiveness. These could be broadly defined
 

as follows:
 

Economy 	 The practice by management of virtues of thrift and good 

housekeeping. An economical operation acquires resources 

in appropriate quality and quantity at the lowest cost. 

Efficiency 	 Making sure that the maximum useful output is gained from
 

the resources devoted to each activity, or that only the
 

minimum level of energy and work necessary is used for a
 

given level of output
 

Effectiveness: 	 Ensuring that the output from any given activity is
 

achieving the desired result.
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4.13 	 We recommend that SID!I should take steps to develop performance 

indicators to measure efficiency and effectiveness of operations and 

cost indicators to measure economy of transaction. This would enable 

SIDI to manage the funds and implement the project most effectively. 

4.14 	 SID] officials consider the develolpment of performance indicators to 

evaluate VF. aspects of the project would be premature as SII is still 

in its formative years. Further, the measurement of professional time 

and correlating this to achievement of objectives is in the present 

circumstances, a very difficult task. VFM, we were told, would be more 

applicable and meaningful in future periods, once the envisaged 

projects proper get going. 

4.15 	 SIDI has developed certain cost control and cost reduction techniques 

at its premises. A close control over costs of recurring nature is
 

exercised. The use of stationery, private use of telephone, by staff
 

and the cost of developing any manuals in house, are closely monitored. 

Any sudden and unreasonable cost escalations are immediately looked 

into and appropriate corrective action is initiated. 

4.16 	Fuel is pumped on account and a close monitoring is carried out before 

the settlement o such accounts. Further, the presence of the 130 

during the fillimg of the vehicle fuel tanks, strengthens controls over 

malpract ices. 
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CHAPrER 5 
TASK - (E) 

"REVIEW AND COMMENT ON TilE CONTRACT MANAGEMENT CAPABILITIES AND 
PROCEDURES TO ADVERTISE, SOLICIT, NEGOTIATE, AWARD AND 
ADMINISTER CONTRACTS BOTH! FOR COM.14ODITIES AND SERVICES. 

WITH REGARD TO TIlE ABOVE, REVIEW AND COMMENT ON THIh" NATURE AND 
TYPE OF CONTRACTS EXECUTED BY TIlE ORGANISATION. IS CONTRACTING 
FOR SERVICES OR COMMODITIES A REGULAR AND CONTINUI VG FUNCTIOIN OF 
TIlE ORGANISATION? IF NOT, IS TiE PROCUREMENT TO BE UNDERTAKEN 
LIKELY TO BE A LIMITED OR ISOLATED EXPERIENCE WITH LITTLE OR NO 
INSTITUTIONAL BENEFIT WARRANTING USE OF THE HOST COUNTRY 
CONTRACTING MODE? IS T/E ORGANISATION FAMILIAR WIT! CONSTRUCTION 
CONTRACTING ? DOES TilE ORGANISATION FUNCTION WIT!! REASONABLE 
EFFICIENCY AND RESPONSIVENESS TO SCHEDULt'E DEADLINES? ALSO, ARE 
THERE TECttNICALLY QUALIFIED PROCUREMENT OFFICIALS WHO ARE 
CAPABLE OF SOLICITING COMPETITION, EVALUATING, AND SELECTING 
CONTRACTORS? 

FUR'TIlER, IN CONNECTION WIT! T3E ABOVE, AN ASSESSMENT OF TIlE 
CONTRACTING MANUALS, REGULATIONS AND GUIDELINES SHOULD BE 
CARRIED OUT. THIS SHOULD INCLUDE DOCUMENTING TIE TENDERING 
PROCEDURES OF TIlE ORGANISATION". 

Cont ract management 

5.1 SII)I has presently entered into only two types of contracts.
 

o Contract for cleaning and janitorial services
 

o Contract for security services.
 

5.2 The office of SIDI, located at Horton Place, is fully furnished, except
 

for a few additions to take place. As such the fixed assets
 

requirements of the SIDI office have been fully met. The capital items 

procured had been done by calling quotations from a minimum of three
 

suppliers.
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All procurements presently being handled by SIDI are of recurring 

nature, the main purchase being stationery.
 

Tender procedure 

5.3 	 Quotations are called for from suppliers of goods and services as and
 

when required by the Budget Officer who is responsible for the purchase 

of stationery and other consumable items. Calling quotations for the 

procurement of furniture is handled by a secretary. The supplier is 
selected with the concurrence of USAID. Stationery items for the SIDI
 

office are purchased at a wholesale price, thus getting good value for 

honey. 

5.4 	 Due to the size and nature of the operations of SIDI, large purchases 
are not expected in the futuie, and purchases of sundry items, are 

expected to be of a regular and recurring nature. Therefore, elaborate 

tender procedures may not be required. We recommend the following 

procedure for consideration: 

0 	 Annually SIDI should call for registration of suppliers of 

materials required during the year. The prices of such 

material should also be quoted by the intending suppliers. 

o 	 SIDI should compile a data base of prospective suppliers for its
 

reference. Procedures should be instituted to black list
 

suppliers who do not meet delivery deadlines or not conform to
 

the required standards.
 

o 	 Quotations should be called for from suppliers in the list.
 

0 	 A supplier should be selected after quotations are evaluated 

against criteria previously set by SIDI. 

52
 



o 	 The actual supply should be compared against the quotation
 

after delivery of goods to 
ensure that the supply conforms to
 

the quotations.
 

5.5 	 Suppliers for services such as security and janitorial services should
 

preferably be selected after obtaining quotations from not less than
 
three firms. Such quotations should be received as sealed bids and
 

evaluated by at least two senior officials.
 

5.6 	 During our discussions with the COM1NDTAX director, the flexibility of
 

the private sector in running 
the office was stressed and we were
 

requested to take that into account before any attempts are made to lay
 

down stringent methods of doing so.
 

Contracting manuals, regulations and guidelines
 

5.7 	 SIDI has not developed any formal contracting manuals, regulations or
 
guidelines. SIDI 
is however bound by both the Government of Sri Lanka
 

(GOSL) and USAID regulations, as it is these two parties who provide
 

the funds for its operations.
 

5.8 	 Subsequently, it is envisaged that 
SIDI would be converted into an
 

Authority. It is expected that, at 
this stage, regulations and
 
guidelines 
would be developed on all operative and administrative
 

aspects of SIDI.
 

Contracts of capital nature
 

5.9 	 SIDI has not undertaken any contracts of capital nature. 
When taking
 

into consideration the nature and magnitude of infrastructural projects
 
envisaged, it isunderstood that dependency would have to be placed on
 

external contrac'ors, for such projects.
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CHAPTrER 6 
TASK - (F) 

"REVIEW AND DOCUMENT TILE INVENTORY CONTROL PROCEDURES OF THE 
ORGANISATION. TIIS INCLUDE INVENTORY
SHOULD THE 
 CONTROL
 
PROCEDURES AND THE COMMODITY ARRIVAL AND DISPOSITION SYSTEMS. 
ALSO 	REVIEW AND COMMENT ON 771F ADEQUACY OF MAINTENANCE OF TIlE
 
FIXED ASSETS EGISTERS OF THE ORGANISATION"
 

Commodity arrivals
 

6.1 	 Fixed assets and other items are procured in accordance with the
 
procedure set out in the flow charts which are given in the Appendix
 

to Chapter three.
 

6.2 	 On receipt of the goods they are checked by the Budget Officer or a
 
Secretary, and entered inthe stock book or the Fixed Assets Register
 
(FAR). No goods received note (GRN) or any other document
 
acknowledging the r -ipt of goods is raised.
 

6.3 	 It was brought to our attention that the only material receipt of
 
stocks which takes place at the SIDI office is that of stationery. All
 
stationery stocks, as and when received, are checked against the
 
invoices and entered in a stock book by the receptionist, who also
 
initials same. The control objective achieved by way of using GRNs is
 

achieved in this manner.
 

Issues
 

6.4 	 Issue of stationery and other consumable items isdone by the Secretary
 

cum Receptionist as and when required. No formal requisition notes are
 
raised, instead an oral request is made.
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6.5 	 If the items being issued are of low value, then no formal requisition
 

procedures will be necessary. 
Instead as is the present practice,the
 

person requesting such items could initial 
the stock book against the
 
issue being made. Alternatively a separate register could be
 

maintained to record all issues including the date,item and quantity
 

issued. 
There should be space in the book for the person requesting
 
such items to initial the book as evidence of having accepted the
 

items.
 

Fixed 	Assets Register
 

6.6 	 The Budget Officer maintains a Fixed Assets Register (FAR) giving
 

details of the date of purchase, supplier's name, cost etc of all
 

purchases made for SIDI. All assets so purchased are given a distinct
 

code, 	and the code, too , is entered in the FAR.
 

6.7 	 We observe, that no provision exists to enter the details of disposal
 

of fixed assets, should such 
a disposal occur. We recommend that
 
provision should be made to record 
the following information on
 

disposal of fixed assets of SIDI.
 

o 	 Date of disposal
 

o 	 Name and address of purchaser
 

o 	 Sale proceeds
 

o 	 Authorisation for disposal and sale price
 

Except for the above, the FAR maintained at SIDI is sufficient for the
 

operations of SIDI.
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Physical verifiuation of fixed assets
 

6.8 	 SID' has initiated procedures to carry out a verification of fixed
 

asstts. An annual verification of all fixed assets is carried out and
 

we Yire assured that any losses or damages are looked into and action
 

is taKen to recover the value of these items from the persons concerned
 

or from insurance. A physical verification of crockery and cutlery
 

items is carried out once a month.
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CHAPTER 7
 

TASK - (G) 

"REVIEW AND COMMENT ON TIE COMPLIANCE WITH LAWS AND 
REGULATIONS BY TIlE AGENCY" 

Non compl Lance with laws and r illa t ions
 

7.1 SIDI was set up under an agreement between the Government of Sri Lanka
 

(GOSL) and the Government of the United States of America. This 
highlights the fact that SIDI is not a sperate legal entity. As a 

result, no formal set of rules and regulations has been drawn up.
 

During our review, we did not note any instances of non compliance with
 

the laws and regulations of the GOSL.
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CHAPTER 8
 

TASK - (H) 

"REVIEW TIlE ADEQUACY OF TIlE RECORDING AND REPORTING PROCEDURES 

OF 771E COUNTERPART CONTRIBUTION UNDER 

71E AID GRANT" 

Counterpart funds 

8.1 	 The contribution of the Government of Sri Lanka (GOSL) to SIDI comes
 

in the following forms:
 

o 	 Salary of the Director General, SIDI.
 

o 	 Salary of two Directors seconded to this project from the
 

Ministry of Policy Planning and Implementation (MPPI).
 

o 	 Settling of the electricity bill of the SIDI office.
 

o 	 Reimbursement of fuel costs, and motor vehicle maintenance
 

costs.
 

o 	 Reimbursement of travelling and other incidental expenses.
 

o 	 Reimbursement of building repairs and maintenance costs.
 

8.2 	 The salaries of the Directors are paid direct from MPPI. These funds
 

are obtained from the General Treasury of the GOSL at the end of each
 

month.
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8.3 	 Travelling and other incidental costs are paid from the petty cash 

imprest by the Budget Officer. Periodically these vouchers are sent 

to COMINDTAX for accounting purposes. COMINDTAX prepares a statement 

of amounts reilbursable by the MPI'I on a monthly basis. On receipt of 

this statement the MWPI reimburses the amounts which are debited to the 

SIDI account at the General Treasury. 

8.4 	 Accounting records relating to the counterpart contribution are 

maintained at COMINDTAX and MPPI. The records of MPPI have not been 

covered in our review since the MPPI is distinct from SIDI. 
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