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"PERSPECTIVES OF A PUMAC SECTOR ACCOUNTANT" 

Mr.W'.Gaminni Epa AUditor-Gencral 

Objectives otGovernIcCnt ac,.otultina,_ a, liti down in a iiih:d Nalii's Nijnual ­

"(ai) Accountil, Systs have to Iredesigined tocoiiply ",.il' 'lie 	 constitutial, ltatutoly ittl other legal reqiiremenlts of [lie 
country: 

(h) 	 Accounting Sysicins IiiUSt be related to tile hud-ptl cla,,licatiiis. ilbdetcary and accoutinii tnctions are coumpleiientary 

eletoents of fitancial Vti;iiIaCellClt ;llid ;nluHSt le cl10ely ilit.el-Iti 

t Ire isiL iiaiiii;iiiied inll iJunIMcr that 'Vill clcatl. ,ikenify' tle ihjectS aindiprllIu.,S funds lave Ceeiaccouticts be l*01\%ieu 
rectived and expentied aiid i aiitliriilics ctistodv and (ii funds prograumme,.e'ctlivC \%ho ircic.,linsible for tire' use inl 

CeeC LtiOliS 

(C) ACcountinig SSiCitIS nniast he uilinia;ineu in a s;\ llii . ill i'acilitatc authorities, and leadily I'ulninkhatidil by external lC\'ic\% 

ile informuation needed firalletclic audhli1+
 

initIUllnlrei%\ill permit ci llclive adnini srativ econti 


proritmne liliiasiecl iii Iltial iiil ad :a1lliraisalk
 
(e) Accountilig Sy)StCls iniislie tlecltped thai 	 f funds and cipCrai1itms, 

ltc 


(I) 	 The accounts Shtlild Ilce dlCCldluC( sic thai the\ eiffcticl\ disclose tile ecconoiiic iaid hiiitcial result,, of prranine 
operations, ineltUding the iii:asiit,+1iiInt of te\CiiuC, identification tii dt rmini (it ilie opcr:iting reiilts (tilecosts ail atiii 

surplus or deficitpositiin) o tileeV'ericnt and it,ptIceic,,iiiie and orUi,,silions:
 

(g) 	 AccouiitiIlg S\',eiiiS ,hiiill be capahle if scrilt, the ixiic iahfancial inficrtnitioic neds of deve.,pntill plani g and 
proigrantirg, and the revic\ and aippliiiall Of lII-0iti1iiit ill pliusiCil i11l finiaticil: terilis. 

(h) 	 The accounlssiuld le tMjtuained in a minner that N1 prid IliCi;iiu;idtl useful ecoiiicniiit itilysis and rclassificatinpill i toir 
of1gomernmental transaction adi,:,t Lie\ COpiici iiliicttI;t in (11 ICCOiuliS." 

ROLE, O1: THE PUBLC SECTOR ACCOUNTANT
 

ACCOUNTABILITY
 

The meaning of "iceottihility" arising from the dciiocraiic coceplt "Noinc enji u aisolute power" should be well understood by 
all Accoanctatits, 'hteneed tuns tIthiirity - t'rtmthe people ti prliament/ President/for this accountability through all lilles of delteateil 
Cabinet/ Ministers/Secretaries/ leat if I)iartimtint/ specific otlficets and sii on and %Ice'Crsa. 

Wat Is Your Role 

Accountability generally applies toall spheres (i act isity - financial tllaiitaetlt in particuiar itstileword itself' sign:ies. The 

S tere iM il utili'es ltl\ ­present Public Finaiicial NlanlaeCnlilLt HU todule '4ri ILiaika u non accounting pesoicl in key positioiis as 
Accounting Officers and ('hiet. Accounting Otfi crs.The resli,sihilit. cast on tilepublic sector accounting Oficets. The responsibility 
cast on is theretlirt hueav. t usnoe 111Cl Conisultni.".histhe public sector accountant li has .o th,., of"a "Fitiincial requires high job 

competence, managerial sills, and ilioivcrall change ot attitudes. 

Commercial Accouoitilg Vis-A-Vis Public toSier Accounting 

The contrast between connuercial and public sector accoiuntiing s..]luut be totedthis context, while cotmtuiercial business activityili 
aims at "Prolit"Frotm outputs that can be itteasured inuuciamurtd infinancial tI;..no concept of prof-t is aimed at in Government activity 
where outpui is nlotueasurable ill . aundbudgeting has fhcused oi input control.rupees and cents. Ilistorically public sc'to u(,.inting 

Other Significant )ifferences 

The following teatures are peculiar to Governmnttt accounting mJ k, A:Ctitte 

I. Budgets have a legal significance anid act as ceilings con-xpei tiluc 

2. There is emphasis on compliance with the rules and regutiiious. 

fiscal objectives such on borrowing. 

considered.
 

3. Broad 	 tsthe effect and non-financial objectives, such as social equality should be 

4. There is multiple participation, with internal, external groups and donor agencies being involved. 

5. Cash based accounting. 

Duties Specified By Financial Regulations 

I. The duty of organizing and supervising the details involved in accounting for the receipts, issues and payments. 

2. The custody of cash, stores and other valuables. 

3. The luthority to operate official bank accounts. 

4. The operation of a system of internal check. 	 BESI AV.ILA LL COPY 

5. Reporting of losses or misappropriations of cash, stamps, goods and stores. 
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6. 	 Rc,,porthim r shoitl.'mings hi th,+ syscin o: accountng'l.an, 

7. 	 The task oI, milkill. , lrall'ellleils to Cn..lUC tIle titllite 11111d i Cl i'lrt1llee 4!, lc'iil fi ,.il11.. eve1n leu of'ice'1rs a (i tOf' fili 	 %% 

leasvef teItpllporarily albselt. 

Ideal I)uties and Responsibilities 
(it) 	 D)esivPilil 4a~ccountiinL and fInanciAd . stms l*Orfileo e'lile orlgaiisalio,. helhu,r such S.%sli'llls,;lre 1Ili e o llltd ll I'slls 

l n.der file A(.Otlllllll 
' , 

NtllC- iiorl of no[. 

tisile. 	 ing fil e 4 lrtin illc th1 .1r11' i l1 1od1 1C2lllliIlil olicioli l c' p posals i lh lir,.be '.n 1441' 4 III.caihl' 

(c.) Eivieilutilinlhl. fie cc, l,, Illc a lcIn:.' ew~ prt+LIiam mIt N" ill ;W,.l;. ill"x A li;I[1-1111C'iAl
t l l ,Ii 	 IICl. 

(dl) 	 Directl cotllrl ill l.oliotl tillpll h r¢sp~llsible'. lsisilmlcc'. (itlicoliding+dass,,i Iicallit lll. ala; ins',, anld inll cil ll i l i'tcc llilln 

dal~l, th ellill li ll idw l ic l/n11illci~il sim l'llluih ickgiiled tllilt'kl lalul' andltollliu' Ii11lli;in'll shill'lliu'nll O Ih',il flll l l l.i~ e to¢ 

little, fie reql~Uiled fillt , li li lcd l\:llllllcttitll 11ill WltllC ) llilcX 	 N 01 ll l . 

(e) 	 Re%. ie%i1lo ;lind ilitellift'lili 7 finaillc'iAi inliull ;lil~ilt lul Veil t'iII(1~ 11 i _nlHC1 Ml Nil160111iiIC'\C'l 

One 1has'"i'll) respect and con11tloilnLc' i fit Il'm'te4licli4'.ill 	 ll lll 

Know irl" rle u e ini iii ;llt1 lFIIC.\lr iOll101i1 \5111 14'1 [Ile M''Ill - h linC i ',Wllr ell, ', ( luck!th4ll4 ugh',Iv\ 01 	 111MhMill the ntilitl. oiiod 

T~llE ROIEI OF (;O;IE1RNMINT A( '('01INTANT' AS AN A)VISOR 

Geierai 

In i private coalli yn tIhe .\ccOUl llll i' tile I'liii. 111i 111, ilol\ I'Ixc lbe 1 tll ll1c'. Accoluiltillg anid C11t llti ) prlactice. A pllt' 

t10111 his heitn ll e\ciCUlit\ C h is tk Ice is n'10.1Wlt ic'ldinl. 

Tile Ntlil 411IlnliliC't"t tfiI!', ('0(11p;1iil'
 

Ii dlIt all Cash Him4
 

ljlfoln7 Oftdi ,:lAO 1 s ;ilild 1tl.1iCs / IC il'
uilil"
 

, , ,,

Illllft'ls ofi ll ;llll l jrljClC' Ct- , C IO 1hL-u hilbs<ilu'Y't 	 ill O L-11 (I 

1101Noill [h1li 

prlllitahilitv. Iijlidit or 'lbilii\l\ tOIle i hllillilli. 

hil t in 1 . I)c' ltlllcnl,,. h\ illlle Of ts public 'l'usinl'.5. and its Iitancial lllerltilns. the Dept.. hi,' little lII \i\llI' 1i44u1 

. it' e'.'c I (it h4 llo not fhe ci\ iee 
mtatte'r. 

2 '111l'Tihieu'',(i t . ll tlll l 1 4i ' 444-ic ,,Il44l. rif4 \ • loca l' i1llold. It d 4's iteet ,1\e llllll's i ice i 

As such the A o'u'lltlnt Ii, '4o tar ciiii 1'lilph\oc141 

t -ii mIletlv 	 h'tl, 
, 


'
10l 1llilkClC ie~llilVi1CCOUllls ill rd c' a litllh)10 1 lilltillicllt 

ill tllitt lle the caslt llllr sl wilhinu tile I)ept. 

to elTect palyllelll( 1i1i renler ain1Applopiation A/c. 

3. l-However (1oi., il)tp,. limlle varied alctisitles, to iepl+ Iiittls niion.- differenti proJeca'h..dhere to m nules. keep witiht Itantytrif 


litits, adopt diflferent prolc'4dUl's lles IanlllV act witlhin le law antd Iarliatetary cntrol.
 

(a) 	 There are finanicial relatilns'. fill the Nlinistr'i and the reasturv. 

(b) 	 A new activity mayliae to e 44oinincsd aild fiitinces icculllitell. 

Approptriatioln A/cs tma' liaVe lie etplaithild.
 

Sup~phlementary prov.isioln mayi) lia, cl to e obtained.
' 

11.A. (. tay has h o .i1'. r 4.i-l.
 

Atudil t itltie's hav' it) he replleind slep frli lureseltilln takett.
 
,

fliameitlnllitar prlceldlre should he kill)%n.
 

hniunal co(ntrld slliciiay haxc i lie e¢,hlishcd.
 

Advance A/c act v il mv l1c,1d ltoie o4pe1ned. taiinlailicd rllclosed down.
 

Pro4per teinder prIo cdlre to he l'eolh ucd.
 

A stIlres, or.nalisii illt he s'l till.
 

A s.tck cont.tri l s\.stein thiee'tsali di'.. l- s'lulc'r'i',ed.
 

ILoss'es., ,kaiii.s 4in11srile '4 I'.It) he lcIhll \%ith. BEST AVAILABLE COPY
 

ilailking hpctaliolns 4it l' ore.lialised (ir suipcrvis'd.
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Goods 1t0he cleared frori the prt. 

letters of Credit to he estiblished. etc. 

here the (ovt.These are nrallers N% Accountant aIdv ice hay be sought. 

4. To be ad'isor oine IlSI 
(a) be knowledleible on 1110suLbjetI.nlMid ht:tCurniCCt 
(b) be apprrachable a riInC ndly 

(C) have oodsense anid juMiiiet 

(dl) have the interests of*tie tertal rrganisation 

(e) be inrbiased and not seil-seeking 

5. To fill this role, when and wshe.re it arises it is well if die Govt. Accountant equips himself fr the task. 

Ile is knrrwledreable in Accounting,
 
Cost Accrlin,
 
Auditing
 
Econotmics,
Statistical iniethuds. 

figures (i. e. IBusiness tmat hermatics and Arithmetic of Accountancy) Financial Regulations etc. 
lie has been taken up that line, but lie needs to improve and up date it. 
lie should learn of Business las,'. 

MIucih more rbout departmnental rules, procedures and Authorities and practices, lie should ktosw every thing about tile Departiltent.After all the Department ,grown over tie last 50 Io6(t years the least. I le can acquire all this in a short time. 

ils vantage point 
lie is at a vantage point. liverything ends in finance. So Departiertal aclivity is finally reflected somewshere itt tie i)ivision. He seestile result of tie activity. All transactions come lis way. 

Attitude
 
For advice to be sirughit trlrr aiartihe Must be considered 
a fri-nd. Ilave good senrse. Not considered as authoritarian. Seeking tohave tie last %urd. I lave a friCidi' heart. lie cager to help. Is able to sort out matters in his own mind. Apply relevant criteria. Have fairlysound judgiment. lie unbiased enotqglr ti come to tie coirrect conrlusiorns, ir! Ire able to give tie whole advice itt trearingtil way. 
The Accountant needs to cultmate this. liE A (OD TEAM MAN. INTERVENE ONLY WHERE NECESSARY ANI) WHEN

IllELP IS SOUGIIT AND NOT B1ARGIE IN Kniwledge and Skills 1i be acquired. 

Tir Accountant should. 

gather little olrtire History if the Depatllent 
know tire different parts rof tie r,ganisatitn
 
know tie Principal actors and their sphere of authority
 
perhaps know a little of their inclination 

know much about his own subject 

ntaintai ole's own discipline. 

Relationships
 
Relationship with 
 rther.s matter to an Advisor most importantly Inc Accountant should cultivate a special relationship with tire 

Head of Department. 
Ile should ahlsays consider himIt be tie IHEAD OF TIHE WHOLE DEPARTMENT and that lie thimself is only the Head of his ownDept. lie siou!d trot inquire intrr the suitability of tile present incumbent to be tie Ilead over others nor ridicule his ignorance of Financematters, Treasury Circulars or Financial regulatios. That is not his field. 
Head o lDepartment has a mighty task bclre him. ie has to deal with tire outside environment, the Ministry, tie Minister, clangingpolicies, Organisation's problems. Personuel matters. This is nr easy task. 
lie has confidential knuwledge of nrany matters. lie may have confidential instructions from tire Ministry. lie may have attended

irportant conferences about which you int aware.are 
Therefurre ytu shruld not try tir impose y)tur KNOWLEDGE ON HIM. I: PREPARED TO ASSIST HIM ALL TIlE TIMEWITHOUT GI-TING ANGERIED. VERY SOON liE WILL CALL YOU BY THE FIRST NAME. DO NOT SEEK FAVOURS ATTHIS POINT. HELP HIM WITI TilE LITTE KNOWLEI)GE AND WHATEVER EXPERTISE YOU HAVE, AS A TEAM MAN, INTIlE INTERESTS OF TilE WHOLE ORGANISATION, AND OF COURSE THE COUNTRY. 

You Will Soon Be An Advisor much t your delight. 
BEST AVAILA(7E COPY 
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TIlE ROLE OF ACCOUNTANT AS AN AI)VISOR 

1. General: 

Any entity Which hailless cash Will haL, to systemna.tically accout t r theill. With this lnecessity tellre etirce.d the fintancial 
functktn. Therclore any orta,nisation \vhether piivatc orimulic will halouse tieserviccsot somebody with skill ant expertise for this 

f'ULlction and lie is dcsiLnatCd a1siCOutntll very otten1. 

2. 	 Accoutitant il Private Sector 

II inctme t.elcratin.i traldint orevtnisttionsi hich have the profit Il10 i\C hiancialnaaeetltent is i VxIV vital function because any 

lapse or It\vrorg dccision nade \otild jtcoatlisc fle sur\ isl olfthe cntitv eVen. Tlrcefore in a private cotlinpaN the AccontanllIlt is it key 

legal lllattcns relatillg to Comttpanty practice. Aplart f'loll his being allfigure knowledgeable aboult fillce and Accounting and also ahotl 

Fsecuti\se he is an Advisor to the II.ItA1ellicill. lie Cal feel the p)ulse of the Colllnv. h'lerehy his advk'e is ery often iceded tLd 

Ihereflte souglt Ieardhl 

profitability. la\ition. F c. 

(tolllpily
the state iffinlace of ftil 
llIt
liqluidity and cit,,h 

ll0tdili,! & diP1 s kI,lt" sttocks Itd slltarC,,l StlctriliCs 

laltlers ot"ct,'tptll.V practice, etc. alliitllatllion, tae OvCr - bids ;t Ie'lt ciOSuit. Ii )LtSilteSS 

betle is \ ilh sotlli plItessioial qualificu, in \\e ll vcsed vitlh fitllancial altltitt. iccountantc' :i1tl 
itcti 

so thle Ac.. allllall tprs.ttl 

is i veI\+..d ill le ltleills, Illlsitetiels. Ill the lotw, rull. because itt htis intvolselletn ill tihebtsitenss alfairs sotte tilltes lte becolmttes a tro 

- tlietid. lIe is \ell res tdetl lfor sulh r'estls. At tlie other e tllllle. if Itsit pa1t1ierof [lie ortallislliOll. Ilie is. licrefthi,. I tM101tIralC. 


sets ices are port. tlalll \%I al tt fiticanci:l penatics like loss l liotnis. . - io ttlll\' for hiitiseI bit ;lst) lt otlhtrs .sote ill.ties by loss if
 

CIttplltl)tlll llt (U t 'it0 it ' f ititii tblC lirt's.
 

3. 	 Accllt.nlantls Role in the Public Ser ice 
llrp ltieIll tile pu lic ,r .ic tctc'e llill;tttt is a,tlll f'it a comibined se\ ice and htis rule is rather dillcle it fotI his cttllt. lt ill 

plit ate sector b.c .ti 'Ic of tile niltilI 0it l o jcLives oif'the Nlinislrie./ I) );lepllrt.ets/t"Il ttli+, itllt ".hs\ le lie is \t.ttkill[. II is lie 

custtodian of litlli "ItIlI.e, 

14 tlie it ,,ilstio II aII bL CtlUStCd \%ilh thelie las to play the rul' itltle Ac ulntU /l:iinancc Manapcr / Chief Accottunitantt 	 \lttC 

pltlll if alcctit & fin'ancial fUtintitIts. 
u 

(Ctoverlilliill has tttui htuilllittle take, a ctilltitilills tllclit itt trainiltitg atcctiunttants. SI+II)A att ollici orgliNtiisatu o ;il 

Ittaillt it ite stil inditllvIfcd in UlidcrtAkine this task. RecrUilntni to tile r' ic by hihly cunpetitisc xaninatiton and inductio 


a C.tttlil,+.'l service Ctlsl'etl ttf
later, catreer de\cltltineir lIIr tIttL"Orlhv fltlr s ini tC;glld tI tlie illtitle il LVetMItin ll10 dvCeup 
ptttfssittnallv skilled acctttntiing perstoitel in public service. The pltr]pote beltind lhis aititutle is to strlegilcil tihe illptit of pi tufcssittnally 

traineud ic unIIitanIts i (to vellilltellt Ser\ice. because uf a twiig petrelicetii, that a\rider. mrltre effective rolue Clf icLttttItlts sttuld hell 
ily tIthe tiie becCiluSe tl 

tt itnlruiVe atccOttIttbility aniudfilancial Itin1aeltciet in !o\tcItnietit. This is ers' rehesIait aMid vill tt-dlaV thIan 

the gotvernnltltnt's policy chaniiges intist\ ini.:I 

(I ) Regtitlnl l)evcho)pintcnt Strategies 

(2) lo\'ily allevtiitn ptiiranttcs 

(3) lstablishlment tf prtvincial secretariats lit deal with public nceds at tle lowtsest idntinistrative level. 

4. 	 His role is advisor 

Ills services. his cxpcitisc, his pro'essiunal skill are required by tile Ilead ol'tthe Institution. There. lie sh huld w\'ellbe tle Ads'isor as 
nt. Gtivernmtienit Departmntits,as (lhe way-fairer. The I lead of the institution is not tItucl ctversaint with lle aspects of financittl managege 

Agencies have to0rCSIOtIld to the socitt's tiecds. Iln soie tf th ti functitns vary e.g.. Security Sector. police &. Armty security services, 

lHcalth and Edication Sectors - I iniIituRCstItirce i)eVelItpnlcnt in tihe eCUtnry Il gencral. AcctUIllta1ts ii PIluliC service'. ltIched totthese 

departmnlts, therefore hlve tiorespitrl to tfleuenltlds tof the society mlttre widely than in soie tither sclors. Tlhereftore his rtule aIsan 

advisor is of 'ital itliplirtice. 

(al) lie s"ill ht:ivc t0 advise lie IWeafd of the departmet t iii ­

]Buglet pIeparatliti and seckit tinitetiry ptIivision/ siupplementary Irovision where necessars. 

Ctntrol of, fillatces - Resclte & etilditure 

-l'stabhlishitieut othflelegitiut it authoirities si far is financial mitatter itie c tncerned. 

Arran geltiet f i the systetinatic aCC.'Lltttillg lf thtet & retlderitlg toIlpriilical statemiienits. 

Dealtinlg with losses. ss'ri te-lfs etc. 

Settitil ip til internal c ttrol svstelis \\ilhit the tir.antisaiolit. BEST 4VAIL ARI-E COPY 

Iportanice if establishing ai internal audit 

Xl)
 



Arranging the payment pricedicr and inteiial check sNystetl
 

Dealing with Tender lHo,1rl Maitrs and TCndecr PIocCdurCs.
 

Control o1"Stores, a,"es,. %ehiclesetc.
 

Matters arisilig out o"'audil olaccoulits - Repls ing Audit queries
 

l'Stablishicint othoartOd ot sturvyles etc.
 

Assistin leI lCad 01'11thC insltittitOli to ,tteind P A C/COPI-. etc.
 

soimetimes Mith the assistaice of the Accountant also.These are ftiunliohs tie AcCOlntiue (Wficcr ha, toci)r i)'O.t 

(h) 	 'oufunction ill the capaciv o* m akd,.isor he iiust he lualititiatively equiped with somc perstmal features. I eImust he­

(at) 	 c.'nsersant M,ill the (iovwrmiuewt finumticial procedure with ail UpI-tl-late kii:wledl.e of' all aspects of* changes to the 

rc ul ati ol.. 

(b) 	ahle to prese it facts ithi relevant ta \t e len piorbleiiis arise ir decisim makim. 

(c) tolerant. fricnll ct-plcri',e.
 

(dl) well-versed with the actiitieCs ot tile 01-inei-tinm respmlingt its needs.
 

(e) 	unhiased auud fair illtLciio-makine 

(f) 	able to hiuild his image il tile iiramaisaliom. 

(c) 	It is f'r hiiii to atlviseti I lead o imheinstitution ill ­

solingu ;in;lig I mfanciail mimrr a lair and correct manner.prhilcis i 	 ill 

leiadiuui hiii mill :1OtilhliC mumumer. Vcv oleil it is Iulmuul that negalise replies are given t questions arising in 
situatiots where le'u'hiioiu, cllnot be strictly applied. 

shoving hil umlusomml]puictic-, il 4aition where IiMamcial IllMttes areVlie ()tr1C 	 cmiiCerncL. 

etc. sshich lead muimal-practices.spolotli:ltin wastagc's, rohhe.ies, liumsc t ascls, lack oifSUpervisoryv ct lmut] 	 etc. 

BEST AVAILA.3IE Copy 

(9) 



19.........................................................................................
a r wd W)6 .o,)WSummary of Accounts for the Month of.............JulY............ 1992.
 
..................................................
etn m L L Oee , jan c, )zn9 &3d, 0 0, ® 6 C: 
The Following transfer is authorised under date ....................... 

17r2ified correct. 

.......................
.......... ~~...........
...........................................................................
 

lead of Department. 
n c3/D ate 

34E / Accounts 

D1 a 
Expenditure Account 

qm; ef 69-t/ 
Refune Account 

&M '3 ,aD3 . Own":,=3 M , f 81'/98 

General Deposit Treasury Account 

Om3 .n q3nsn
e 

Authorised Advances Treasury Account 

q3& q' o 
Aulhoeised Imprest Account 

7 3& ,9® (Sa. C w3OJ6) 
Authorised Imprest Account (R. F. A.) 

(c-mj n5cz eajnzaj== 

8,,,@6sd 


846 
General Manager, Ceylon Government Railway Account 

&W3 man)2 
General Stores Account 

63a, G"oo qbC©CjDm qd6( 84h 

Public Service Provident Fund Account 
660d ewdna qjznT qdft! 84~ 
Insurance Fund lorGovernment Undertakings Account 

dd ,cD335fn2 ,_gd 43,O W 
Advances to Public Officers Account "B"A/c 

65ed Zcj' 6fc rz" eam) &! @ .6. 
Advances to Public Officers Account "A"A/c 

Prepared by 

Director, Accounts & Payments - General Treasury. 
r D t
 

*-om6/)r. 
Code No. 61/Rs. o./c. 

1000 (1 O n)
c Z;I 46;1 00(Vide Schedule I) 

5000 (1 6n C (!6Z'C)¢e 5 00 
(Vide Schedule 2) 

6000 (1 ')n cze cz(J'¢.acz ") 20 O00 

(Vide Schedule 3) 

7000 (1 8m inm 5"n aczi') 

(Vide Sclhekule 4) 

7002/0/0 ........ 85 00 

7003/0/0 ...... 

8003 

8009 

8009 

8135 

8493/0/0 .15 00 

8493/0/0 

67mrp/Total 

Checked by 

BEST AVAILABLE COPY 

(0) 



I ci ocrn 
SCHEi:DUiLE I 

I-xprditlie Accounl (I )r) 

Code No. 

I (O 

Htead No. 

460 
460 
460 
460 
460 

IProgramme 

1 
1 
1 
I 
I 

IProject 

I 
I 
I 
1 
I 

Object Code 

1 
02 
03 
04 
05 

15(CF/FA 

C I 
C. 
(. F. 
C.F. 
C.1 

Rs. 

1(10 
96 

205 
40 
20 

cts. 

00 
()0 
00 
00 
00 

2 cmCx&n 
SCIIEI)UII 2 

'xplclilture ,\cm nsst(I) 

CoeN. 

5()O 

CodeNe ° 
RA. I lead No. . 

00 

' Suh Ilead 

3 

hemi[ Sub-ltcnl 

5 1 

Rs. 

5 

cis. 

00 

&w,l 

3 ci Ccz(!ck,-

SCIIEI)UILE 3 

mielD6bi C j, nj; n a-,-JE, (mb) 

Ceineral l)eposi Tresutry Accsunt l)r) 

Ilead No. Departlet t Name of Activity Code No. Rs. cts. 

460 NI. I.S. & T. Misc. IDE. A/c 6000/0/10 

0000/0/0l 

6(H)0/0)/0 

60010 

6000/0/0)6000/0/0 

20 00 

_______________________60(1)/0/O 

6000/0)/0 

6=)n[/Total 2) 

BEST AVA\ILABLE COPY 

00 



4 cj 

SCIIIIILE 4
 

Authoriscd Adv'aiccs Trcsury acCOtMll (I)
 

1-ead No. 1)eparmlent Name of Activitv Code No. Rs. cis. 

460 m. I. S. & T. Misc. I)lP. A/c 7000/0/0
7,,)1)))! /,l, 

7000/0/0 

7000/01 

7000/0/0 

7000/)/0 

7000)/0/0 

70)0/0/0 

00 00I______ 

)))0/0/0 

SCIEDULE 5 

.7mb U9!J (aid) 
Surcharge Accounlt (Cr) 

Code No. 

2(10 

I lead No. 

460 

Programme 

1 

lrojecl Object 

01 

Frolacing 
CF/FA 

C.F. 

Rs. 

10 

cts. 

00 

SCHEDULE 6 

Revenue Account (Cr) 

Code No. R. Head No. Sub-Hlead Item Sub-Item Rs. cis. 

4000 6 00 3 1 5 40 (0(0 

BEST Ak,/AILA3LE COPY 

(12) 



7 '- u@m 
SCI IIEDU1,I: 7 

Gener;l Deposit TrLzryIAccount ((r) 

flead No. Departnient Name of Sub AccOunt Code No. Rs. cs. 

,160 M. 1.S. & T. Misc. I)ET. A/c 6000/0/0 60 O0 

_______________________________0000/0 

6(000/0/(0 

6()0/0/() 

0000/0/0 

/0 

6000/0/))0 

____________________________________________________ 0000/0/0) 

(0)0/0/() 

8 E r: e @mc 
SCiEiDULE 8 

Authorised Advances Tresury Account (Cr) 

Ilead No. Department Naime of Activity Code No. Rs. cis. 

7(X)0/0/0 00 00 

7(X)10/0 

7000/0/0 
7(X)0/010 

7(X)0101n 

7(X)010/0 

7(X)01010 
7000/0/0 

7(X)0/0/0 

7(X)0/0I0 

6m)q)/Total ( ) 0 

bt-S i ,"AY , L COPY 

(13) 



(I0 f-_NIIC 

Surc1;Ir21 

~ 
A\ccountI 

20f0 (5 
(V\idIc 'l ii It 

Re\ 

(;encl;I 

ML) 

,\UllA c umI 

:2 1-- :1," l 

I)LIILIit IIlda~tt\ .- co illc 

) 6oCLe -~227ZP e 7ZL5 - 7 

6-000 

7000 

I iI 

( 

\'iId 

(8 

SClIIjIiC 0) 

SL'IILtlI(IC 7) 

z:J) ~ n- z , i)­

.10 

(00-

Audlonwdc 
Z 

ImIprl-'1\IA 
1 

11111 

L, -L7002/0/0 

.471­

(cILel ii \1 
~ JJ 7_n 22J ~?3&~~ 

iii'er. C(2\ (111 ((imcIlillcil1 Rijtay Accunt 
8003 

(CitIW1 SII it ACC 1 huh 

I'iihll Service IIIII ideii l111( Accouint 

AckiceN 

Adun~iccS 

i P11111kOffiers~ :cciut '13 A/c. 

6~WC~ i~2 Z)~L~ _8232/0/0 

to Puh'i ( c Olliceis Accot 'X11Ak/ 

dmqO Total 

BEST AVAiLABLL COJPY 

(14) 

586 



1.......................................................... C--- ca: -O ?OJL 3 ZR 3 'C-SI- q 

1 1 ................................ q jdo to m ............... .............. ......... 

1.2 ® e 

1.2 O ) z5 c 3a ) a q ! ..... ........ .. .......................... ... .................................. 

( ) = G o = ........... .. .. .......................... . ...................... 

( ) ............................ ............................ ..................... ... 

............................... ..... ...... .. 

1 . ................. .............. ...... .......... ......... ...... ............ 

................ ............................................. 

................
 



2 o 

2.1 §qd emm oa 6§ GCE5@e 	 736 

2.2 (tod 89to 6mr Dc c 3jz Oo oq) 

( od) cc toz ED63 me em8 	 154 

(qo3) tD34!&3ajo zrjv emao --­

(q3) qe gc epn 235
 

389 

347 

2.3 wodd er~tou E®B qnS §qd qca zS35 (1.3 qo) 	 124 

2.4 to3o )3bmod er@& 4B4§) atd 	 471 

:1~ 

19........................................................................... @a Go7e sB 5 qB o
 

3.1 M,,z ocom q n N6 ca 	 1267 

3.2 todd oOewz 863ni CZ@ (2.2 q) 	 154 

3.3 & ¢Z3 	 1113 

q9 mrs] : 
3.4 	 tne b3od q@) c 10000 

113 

3.5 M zd qzzd (Dtg q (2.3 qj) 	 28 

3.6 t3o a)3d q o I3P6@D wd 	 85 

BEST AVAILARLE COPY 

(16) 



---

19 ........... Ol a
4.l .........................................
..................................
 

4.1 1 ............................1 c)esc
9 0 

4.2 19......................................................
O C o .. . .. .
 

4.3 3 -rz Re C W C q& (3.4) 1000 

4.4 ®30 C 6?zq m ,&d(3.6) 85 

1085
4.5 &O30¢ Re axg 8AD6 (2.4) 471' 

4.6 tooe )bmadtz qjng eop q655 (2.2 era) 

4.7 03O qM Cn IrO& eco (1.4) 83 

4.8 Sico qo § econf ecg 531 

614 

1085 

o n d3 zma : ........................................................................
 

n waa =ad : .......................................................................
 

19...........................................................
 

5 anGma
 

19 .................................... &36,8
 

5.1 Ebmc qr tod (2.1) 736 
q :
 

5.2 te9@3 3dcO qOC52 GCI50 (2.2 q3) - _ 

5.3 qr MG: 
736 

(°) q, Aq (1.2)...............

(p3) cs® 8z, imd mjd& (1.2) ...............................
 

235 

501 

5.4 tqt 6mz 2n §qd (3.5) 85 

c q) me): 586 

5.5 dtd CZOW5 ®@ d 63 (6.5) 
5.6 ®3 D CodaM d60Q (6.6) 586
 

(17) R'"
 
LoT .0~r €.
A4ILAR 




6 (-7-c 

6.3 z C S1® (4.3) 

152 

1115 

1000 

115 

6.4 

6.5 

6.5 

e.3 zz] qqP-z7? ecog 

dbmd cazou &aL-T' cl z53 

0.3En cd. 66 6 

(2.4) 

(5.5) 

(5.6) 

471 

586 

--­

586 

e ............................................ 

19 ............................ & C ............................... a8) (§c ) 

BEST AVAII.AF3I F COPNY 

(18) 



CASH BOOK 

Date Ref. 
No 

Description Cash XE Total Classification 
Details 

Date Ref. 
No. 

Description Cash XE Total Vote Particulars 

01.07.92 PIV I Treasury Imprest 1000 - 1000 01.07.92 Vr I Salaries 70 30 100 460-1-1-01 

01.07.92 Vr I Salary Recoveries ----- 10 10 Surcharge A/c 01.07.92 2 Festival Adv. 15 - 15 Adv. to P.O.0 

-- 10 10 Rev. 

-do- 5 5 W&0.P. 

- do - 5 5 Adv. to P.O.O. 

02.07.92 3 Travelling Adv. 60 - 60 Tray. Ads. 

03.07.92 4 Adv. for Purchase 75 - 75 Purch..-\h. 

04.07.92 5 M.V. Repairs 40 -- 410 460-! -1 -04 

6 E.Bill 20 -- 20 460-I-i-, 

7 Tra. Adv. 35 - 35 'r1,. Ad. 

Is Purchase 15 - 15 Purch Ad%. 
"" 9 Purchase Adv. 50 - 5() - do -

05.07.92 II Subsistance - 44 44 Tra. Adv. 05.07.92 10 Subsistance 52 - 52 460- 1-1-02 

12 Stationary - 65 65 Purch. Adv. II - 44 44 - do -

06.07.92 PIV 2 Cash 16 - 16 Tra. Adv. 12 Stationary - 65 65 460-1-1-03 

3 25 - 25 Rev. 6-3-1-5 06.07.92 13 Fuel 25 - 125 40,'-1- 103 

06.07.92 4 Tender Depnsit 20 - 20 Deposit 07.07.92 14 Refund from Rev. 5 - 5 Refund from Re\. 
07.07.92 5 Cash 12 - 12 Purch Adv. 10.07.92 15 Deposit Refund 21) - 20 loit A,c 

S10.)7.92 6 Tender Deposit 40 - 40 Deposit 10.07.92 16 Stationar - I5 15 460- 1-1-03 

10.07.92 16 Stationary - 15 15 Purch Adv. 582 154 736 

Total 113 154 1267 Balance 531 531 

Total II 1 4 127 



I ~ ~~Oh,.r Adv. 'a uc1X),'p,.-

,,it Ic Total
D ;,te Vr. N . Treasury Surchrg W& O.P. R ceIprse A/e NAc. Ad\T.
6-3-1-5 A/c POO A. AIv. 

I-7-92 PIV I I10WO I0W 

I-7-92 Vr I I0 5 10 5 30 
5-7-92 II 44 44 
5-7-92 12 65 65 

6-7-92 PIV 2 16 16 

6-7-92 PIV 3 25 25 
6-7-92 PIV 4 21 2(0 

7-7-92 PIV 5 12 12 

10-7-92 PIV 6 4(1 4)) 
10-7-92 16 15 15
 

Total I (XX) I0 5 35 60 5 60 92 1267 

NxpEenditure A/c Adv. Tra. Purch Refund I)cpo-Date Vr. No. to sit "l't,l 
A/t
1-1-01 I- -(12 1-1-03 1-1 -- 1 1-1-05 1 O Ads'. AdLV. A/c 


00 A/c
 
1-7-92 I 100 
 (00 

1-7-92 2 15 15 

2-7-92 3 60 60
 

3-7-92 4 75 75
 

4-7-92 5 
 40 
 41 

4-7-92 6 20 
 20
 

4-7-92 7 35 35
 
4-7-92 8 
 15 15 
4-7-92 9 50 50
 

5-7-92 I0 52 
 52
 
5-7-92 II 44 
 44
 
5-7-92 12 65 
 65
 
6-7-92 13 125 
 125
 
7-7-92 14 
 5 5 

I0-7-92 15 20 20 

10-7-92 16 15 15
 

Total IX) 96 205 40 2(0 15 95 140 20 5 736 

(20)
 



K. K. Dayaratne GUIDE FOR PREPARATION OF SUMMARY OF ACCOUNTS 

Ex. P. A/c Rev. A/c Adv. to P.O. TreasurN 
Surcharge Refund A/c A/c Deosit. A/c TrcasAcr 

DR CR DR CR )R CR DR[ CR DR CR DR CR 

01.07.92 Received Imprest Rs. 1000/= 
01.07.92 Paid Sal. Rs. 100/= (Recoveries) 100 10 10 70 

W & O.P. Rs. 5/=, F. Adv. Rs. 51= no pay 
la- year Rs. 10/= Current year Rs. 10/= 5 5 

01.07.92 Paid FES. ADV. Rs. 151= 15 15 
02.07.92 Paid Tra. Adv. Rs. 60/= 60 

Paid an Adv. 75/= for purchases 75 
04.07.92 Bills settled Rs. 40/= (M. V. Rep) 40 40 

Bills settled Rs. 20/= (E. Bill) 20 20 
Paid Tra. Adv. Rs. 35/= 
Paid an Adv. for purchae Rs. 501= 5C 
-do - Rs. 151= i I5 

05.07.92 Settled Tra. Claim Rs. 52/= 52 I 
Settled Rs. 44/= (XE on Adv.) 44 XE44 44 

" Stationary Rs. 65/= (XE on Adv.) 65 XE65 05 
06.07.92 Settled fuel Bills Rs. 125/= 125 125 

Cash received (on Adv.) Rs. 16/= 6 

" 
Deposit received Rs. 20/=
Deposit received Rs. 25/= 25 

20 2(0
25 

07.07.92 Purchase Adv. settled Rs. 12/= 12 
> Refunded Rev. Rs. 51= 5 5 

' 
M 
c 
C. 

10.07.92 

10.07.92 
10.07.92 

Refunded deposit Rs. 20/= 

Tender deposit Rs. 40/= 
Stationary XE Rs. 15/= 15 

20 

40 40 

20 

XEI5 15 

461 10 5 40 15 5 20 60 85 471 235 152 



RECONCILIATION OF ACCOUN''S
 

TIhe filluli,' iitiIJ " \\ he ,i',ci t Ii hIl.liiil.Xill ,ssc hIi .iI 

N: \cc:uui,( 1l{'\i'ucloait 	 lsp,,ilniiirc 

(2) 	 Public 1fi¢lees 

(3) 	 Illpl'L"i Xc i l. 

1By t'oi icitl of ileu" :01 \ iikt0' ' Ilhil Im\selIlt' iild C\'"It'IltIil I'. ill .' i I le 
OITiC ,h1. ' be .ei I1Ioill.d it'0 iiii'tud Il. It Ihl i' l c.' tIIlIliseL' it'ilM I iilt.cs a'iOit Im:i he Iken I eioio kii 

f icciit smilMX l M Ih0 llC' ;I I'C#iiIi')ij ii r Heal 
ih, lvejimcii s 

iC itililt Il,;lIilt ini.itl atIh+ Ic i,.tlliiL. .i1l il IIIl II l iisai'llllis ciii be It'ciOniil'd \61hh tIhat of the ,ile mmt,'miIhlie 10I,,iwih 

icrI \'.ll lie et .i" i r- I,,mlleet I\ i l 

i. 	 Rcc..'onlcilil olll s1 Illmlc lle , l'lc ll0 1 \c.il1 ol t.L ICCce ]' ( " h1 . 

'lionik lliil .'i\ , w , , , 

lmitk Ntjii'ImI li.ee 

Ct:icIIC Ih nt 10u [I IleNI"khIsIliCIllirII ' i Is .r . .K1
 
('erItItIC'sl d CihI il'Oli C t rMli ,
 

ii. 	 I{¢ c .ilialioll ,I mtnrlthl', ;I.c.'oulllls %ithl "'.' ule1 ac-outlst,.
 

( '.'til-IC;ll eS" TOl m u\ ~ ~n
 

, Ilin illonililv simllmml \ (1i icouint. 

iii. 	 Ree ti:Ii.iliii if lubli olliee i Atk uec accounl t with office records. 

\VkIlue InCIIIr. 

Reis ciy reiei. 

S~i;im-"Imslmil%.
 

('ash Iolk.
 

iv. 	 R cc)i i ll I Ii tIIlrasury Iooks. 

TI'LC&,IIIl, BAIL;;kT's. 

lim hlihi tl,ili ilc'.'l i'; 

v. 	 conciliatiom u1iomlrsIaccount with office records.
 

himirst ledLCr.
 

('isli hiok.
 

NloIhlmsuiiIoIar\ of' coit it'.
t m" 

vi. 	 Rcciliation with l'reasury hooks.
 

Treastuy Impre,'st - halances.
 

Nionlily sulmnmrics (l)Debits &,Credit,)
 

I1 there are decclmIralised regional offices, accounts should he reconciled with ledger maintained in such oflices and also such 
accounts should be reconciled with that of Iflead offIce. I 111hat event accounts in the refgional offices could he verilied with hal in the 
Ilead Office and ncccssary aditistits imade. 

A) 	 Reconciliation o1 Income/l. penditure & advance accounts with ledger in own oflfice 

All Ieceipts are channeled thiough ('sh cheque and M.(I. re.oister, (1. 172 receipts issued and entered in he C'. IB.and 
balanc'ed. Ilnnmediale l I.tofficer will supervise this procedur iiid lie will sign Iie doculliciis in authnliiy. In paylments 
vollchlrs ai noted in the \ tics ecthler and call hook antI clietlUe- are issued. 

Accontiati tkill e oIe i', ('ili hook , 
to piy in lie ilIIo ;iiidi lit'" \ouclhr. ICd lndi clieti+ie swethat llts coitrectly 

;feetI'tlieltel i ta castl Iliirsl is a\vailalel 'iiv tooit ill b lteitred il lie ('lIt. "'hiis ty. lct 
, 

,ie ai' it is Crde I tl ill lcciluis 

anIId pi;lucis ;ile Illte iln 1h (/t. PIa IIIClII ;i' IiChI ill I s r leci \,ilL In thisI ll lcoilii ! I() Iltic'lllln. it5l5+', 
1110111111V %IIIIIIII'IV ofil;I.'t+11t111'Il bL'.1 ilt mi .ilw l.' ioli B 1111i \\Olmht Il' S!,,;ll COl litehe <ll lal, ('/I ut it IICCV 10+ ;l,.M+i~ I (\h 

alcolunlts mii' tlle '. hliai ill lie1C s C.111 Il tliiim.LVoin 	 leilci he. ml)i;iiLiH t IM i 

IC(tllh t"I Ill+ICL.'OllCili;iII1)l ,-111\ 1"* net+',.'s,;Il v lc .ol(IN ;1i t l+ l q trll ,11"'mIlt C'itl \.' . ( )lh.l ,,i ,,elect'll\.ihli ll jt t la'+l %,%,otld. 

rteL 	 Illi I Mlite li1idltct,,ill t,\Cci lt,. 

" ..... .	 (22) i ,.. t "," C i( 



(1) Public Oflicers Advaznce accounts 
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RECONCILIATION (1"ACC( )OtN,T il I '11RiASUIRY BOOKS
 

Rlquiiement uhdrIF1IR 427
 

Treasury Circulars so far issued are:­

4/87 of' (9.07.1987
 
6/88 of 2-1.0S.1988
 
2/89 o1"15.11.1989
 

111/91 of 25.10.1990
 
11/90 of (1.12.199)
 
13191 ot'26.11.1991
 

Main Documents invol'ed in reconviliation 

I. 	Expeiditure Accounts 'rnt out table 33 

2. -thO- -d10- table 31 
3. 	 P.O.O.Advance/ Accounts -do- lable 55 

•1. 	Authorised Advanced Accoii s -dio- table 58A 

5. eposit Accounts -do- table 57 

6. 	 Revenue Account,, -do- tale 41) 

7. 	 Ihprest Accounts -dio- table 5-1 

8. 	 Monthly Sunmnaries oflAccounts - A' Class )ept 

9. 	 Renewa; Doc unlents ofl- '1'Class Dept. 

10. 	 Receipts 'Payments Abstracts of lDivisional Secretaries 

I I. 	 Treasury Vo:chers / "rtansfcr Orders 

12. 	 Transfer Shects ol"Iorei en Accounts 

13. 	 Ilocuineiw; if(C'lh;sI)epts. 

Accounts In vol'cd in rcconciliation 

1. 	 lispenditure Account 
VotesStncharge Account/ 

2. 	 Revenue Account Reveue
 

Refund Account 
 J
 
3. 	 Public officers Advance Account Debits / Credits / Debit - Balance 

4. 	 Treasury Main ledger Accounts (some of them) Misc. Advance Accounts of Treasury / Advnce Accounts of Civil Medical 
Stores / Railway Advance Account/ Gov. Stores Advance Account. 

5. 	 Deposit Accounts (sotme of them)
 

Fund Accounts/ Misc., Deposit Accounts / Tender Deposit Accountts
 

Depreciation Fund Account / Advances to Corporations
 

6. 	 Authorised Advance Accounts 

Sources of Accounting docunments indicated in Computer Print Outs. 

T - Treasury - With Treasury Voucher No./ Transfer sheet No.
 

K - Secretaries - with Divisional Se-retaries No.
l)ivis ,,nal 


S - Departmental Sutmnari:, ol'Accounts - with Iead No.
 

C - Crown Agents - by the Treasury
 

Sources of Financing indicated in the print outs and Printed Estimates. 

(I) 	 Consolidated Fund 

(2) 	 Foreign Aid Loan 

(3) 	 Foreign Aid Grants 

(4) 	 Reimbursable Fo-eign Aid Loans 

(5) 	 -do- Grants 

By reconciling with Treasury Books the following major objectives can be achieved. 

I. 	 Check Accuracy of Treasury Accounting & recording. Treasury books are taken as correct by the Auditor general. 

2. 	 Check Debits / Credits raised by other Depts. & Kachcheries to your votes. 

3. 	 Detect all unauthorised Debits / Credits raised by other Depts/ Divisional Sccretariats. LLS F '-kVAlL.AR 
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I0ace Atilinigiper tet hy [lie Illechinliin 
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lf I[ ptlthmol( I l" i t'LCilhICtl"dCIIrCmiJiItl." IIc'astlri.titli iliLili 01' \ IDeprcciaioln is+a (1ftileA.vlar'ingt l, 

Coll i.Ulliplion ,
ofioilhr It~sl,+o %,ahlicol i I~i\CtdilsCI,,,,lict,i li,+iln,_ 1, tp,1flifc"l imhli Il noI Iiiilieorltllsolescelic.e.It is charg-ed Io 
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I)isclosure 

IprI'ICaFliolii accoil tinFg, pl l Iii1 t. is IFnFdC11LI I h1 ti , ItllllFIlpeliFd aiidthe stlll of stich pll\'ision is ShowIn lsaItIFal 


deduchtiin fi iii il le I'lllliFcclte vahle of tFie oil SIhFLI. 

(lpitaliisatioll of ihnnc chirltes in llltermln conti'FiU.ls/lrotJec, 

flie ;illse principles imct Il ilit ItLi mesntL,5 ie varied in FF'tArlij 11,11 i.' siaF tL' where econlllni reality is F1 Ileshiii vli.When
 
Clllpallies IlrlFw lFlFlince, 
 lie interest \%hieh has acruedl il i hI F %FlU'. iIFtrilg tire mCi i I1'teh¢ aCe llCIFS isntillially taken
 
to lie - cost 1Ffrunnill tile ii ss ndiIIis Il ll t Illd Tlhis takel


1 siort tcrnm i CliFSe.: ' is FF1expelnse. is tLo lietIhe norllal
 
acco tning,pracliece, ibectlse ol Ie 
 ,.IlititiilUt' LfiIinitiCieim possibilitv o'(listili'hi SitF ,h %,iUi-CLC ie tiseti. 
lhere are iccasitns wihCnfell is issiCdito finince i Fsiich iFs 1 


these, it is ofien algi'tle Ihilltilecost fiiicing ile piFicct is ,FlI il parl jCt .ISt Is, 


j .,. SulIF.' Fellil Cao'etlnlat.lUnder Cilcuslltatces like 
illic cost 1FfIt lipri FF5 iFICIF say, tile
 

materials wihici lifivegoni into it.
 

Ilelrfilre, in lrier toll ritrav ectonmic reality, the intcrt'st 'olst lil n ,,'FshiFdtIl he .111111t2Io flil tlr costs (Ifthe prloject 
a.indthus appear oiill the ialaiictshect. 

In ihese wiras it is ptFssibfle to flaw two tifT_crinlippriachc s tlL Ihe tri'iicFFFFFii interest ayml e .illts,it WoulldIhe possille hlr Fi 
ime1151 LIf' itsClllll to SFome1 interest Cosits illfihe profiit andLloss5 aFccountIs, andt [lie IFFFCFFinterest co1sts ill tile hlAinee sil~. 

Ill view thel'se I'letll-s, Coipanies sIhoIul clearly Stilte l Ilethls iitdealing wil hil wiFllI Costs wheLc Soimi1IIlthe Ilterls has 
S'lael1iicl Falso1been capital ucL IntISt inldicate tile tilne frontwhicll tile ilteesltclst is t.apitlilised and tIh litile it which it stops
 

being capitalised.
 

A i atitionall point in respect of'it1l2,es is tIlat it is educilhle fit' taxatilln. IfFIl' initerest has heei C.IillilliS511l It IIIs FIisOI bcett
 
tietLiI ed in clmiputing ie colpailily's liability tll lax. theiiit Shloiul I 
 l,inlcludedLiltile
balance sli'er capitFliscd net oL taxatilln. It
 
wlild appear th tigross ilterest sihLhlI lIly Ie CapitjiliseLl incises he (lte interest 
 se F iaxaiioncan nevel he Set F11 ll iltplpses. 

" (21) 

http:t-i11FF.IF


2. 	 Govt. Accounting 

2.01. 	 Nature 

There exists no divergence troum the principles in idCnlitih1 capital iteinS Ol' expenditure. IlOwCvcr, hecanse Of1certaiti special 

teatures applicable to Govt. i)epartuments - Vii, iture otl tile enlilv, their oibjeclivi otr. ttisaliom:l set-tip, nlciltods of ittiprest 

e. there appears Itrlicilar wa)'s ofSystem, adherence to finatncial reCulittMios. "cash hasis" accoMninuWa a s iIccrtt;tl hiS' 


treatment of capital expenditure. as distinct froni thItse practi,cd in pivale secltor entities.
 

2.02 	 Govl. Expenditure is Catet ised into (it) Rutreliclit x.ilndimlre and 
(h) Capital Expenditurc. 

All current expCntdittre is calortised a,; Recurrent lIxpeCditnre. All xpetidiltIllot ln lasting assC itens - i. e. acLulisitihti of 

Buildings, iiachinery. etc. RChlhilitatio alld ittIprosCnints of asSCtS, aid deelopmenit of resources Mie classified as Capital 

Expenditure. This listiliCtion is 1lailitllned at Ce\rV cxCl of budgcary classification and apptopri:tiols. 

hcoss2.03 	 The term Revenue lxpemlditure is not useill Govt. iccouititine. I lowes C Collie le ICrit Recuttllil Ixpetdilllt. I, 

RecurrL,,t Expenditure is meant all itets of eXpetudittre onoilttou ser\ices and also Sulpplies eqItiUilCd 10r the upkCep ofltie 

Det. duritlg a period ofotne yeat. Thilat is to say thit these itettis ate fta ,c..stilitahle Iatllre or ill other wit-ds ser\vices liited to the 

aontling period. ForI eXaltple. salaries and rLteration or staff. C. I.A & S. I.. t. Iraviltg exlpct;tlhertahIlo\satnccs. s itf 

stall. traslullittail C\petic'i. cost it elctlicily, stationtiery all., iftice requisites lit day it) day use. All c uiistuahle itemtis. 
fttfeature is thatincidettal c\pense. ftuel. repair charges of' mottir cars etc. can he shown under tlls caiceory. The olher ilipot 


Ihis type tf eXeluclilure rectur, ear after sCar.
 

2.0.1 	 Imprtance 

The distil tion heiseelt Ith.o two tlpes of expendittire is very imprtrant ill (;o\t. accoutllinte !ecause ttf the tacl IhatItiiiietar 

prOit silotlld he correctly\ cllssihilianti shls i il the budgel (t the etisitlitg year. Againi the distinction shotuld he pitlperly 

unIlerstISId an t dealt With wlve[ cxleCidiluite aitId seVicCs,MsliItlcti rini: 'oitqlsplies thie .tiriect tei iotfxpenliture under which 

kcd e 
il tihe 

the ntotc.lil,, prmvisiti has been inade is caharbetl Ild aecIt fIL'. '[le eCpeludihiUrc htuld fall ith the Ulfbil of tihe %Ote. Aml, 

crrItIoetls classilic;tittI \ould lea i disoliolitl it c.petiliture figuires ilteeby Cltti Ig piiiblenis like irsifticiett pro\ist 

ctirrect itetmt andutIllit Cctssar. 515il ies ill ihei \%loll ilent Ce. 

2.05 	 Budge( stroeture -

The Geneil kstilluics tf expenditure are pielr hi sIls tile total cxl)CtldiltUC of' cich Ilepallinlit andlalso of" the wltile 

Mlinisttry Mti.r , ichlhe dteulpitincll is gilnpCd. tInler diftCl.t i lailds f' VN Tcditnhure. itidicilti.g sepratlClV tihe Rccurreil and 

Capital ottltys disti icily. I'ri 'rautlite - wise ttal titoitta y ltttlt isiit is itldicatcd dCpiclnd g tile iaiti acli\it.'y titidCr tile 

illstittilitll's nltii Ohjecii\cs, sultlivisin tf tPLgritticitc IIxpeIdittlre is denaetil RCellrrCntaVMid Capitil ExpenIditure is ;diopted 

by distinuctivC litliteC i[Iu. 

Recurrent ExpeilituIre 

l'rtjects aic iittl cit I, 2, 3, -1.5 etc. wlile Capital lExpendiitlre Projects ate numnbered beginiihg from ..... 

First three capital Projects are nutiihered as 

1111 Relabilitatitll& iliiprtivetltliis to Capital Assets
 

I12 Acquisitito of'Equiptient
 
1113 Ctnsrtlctiitti of Iutilldintgs
 

Simnilarly the objccl.s (Suh-ilivisiton of the project expetiditure) ire also ituiitbtered (1-12 

(01l Perstional Etiitluiiters, 012 Traveling. 03 Supplies & Requisites 04 Repairs &, Mat: lf Cap. Assets, 15 Transportation, 06tl 

Interess: I)ividLentds etc. 07 (ants, suibscriptions, 08 Pensions & gratities, 19 hnplenienls, Land Land itprovemetnit & Iluildig, 

I0 Repayient tf' lals I I ltes'llicillIs 12 Lalls (Slilttilhe struclure o' the Geieral Estimtattes carefully) 

2.)6 	 Rehlthililtation lnd l mprovelment of Capital Asse s 

The reutiretietnl iof tonulclarv pltvisioins shliuld he shtowvtn under Capital project No. 101 Oiect Code 09, Object Detail (9), and 

shuitld ie briuken dotwn ti 5 citeulitries is foilltvs: 

(i) 	 Ililinil s 

(ii) 	 Plait & Nlcllicery 

(iii) i trclUres (Ro;ids, l);ams, Canlils. Bridges) 
(iv) 	 Vehicles (()tluer thilc'ars. jeel s.\anis 
(v) 	 Othels 

2.117 Chainge oil' the tadlardizeol o*ject codes.
 

Piras 2.05 and 2.06 gi\e a brieficlerillioi of the paiernt otl'udget structure tip to 1992. Iloweer the standardized oibject cities have ntow
 

been 	 cliaiged ;is tollows it lake efl'cci inil 19)3 Esliiiates.
 
Ci *j
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I 

Recurrent Expenditu-e 

Category 

Pcrsonal Emolunents 

2. Travelling Expenses 

3. Supplies 

4. Contractual Services 

5. Current Transfers 

6. Current G-ants 

7. Other Recurrent Expenses 

2.07 contd. 

Code No. 

1101 

110(2 

1103 
1104 
1109 

1201 
1202 

1301 
1302 
1303 
1304 
1305 
1306 
1309 

1401 

1412 
1403 
1404 
14(15 
1406 
14(17 
1409 

1511 
1512 
1503 
1504 
1505 
1506 
1507 
150 


1509 

1601 
16109 

1711 
1702 

1713 
1704 
1709 

Object IegeIId 

Salaries and \\'a.es 

Overtime and iHoliday Pay 
cost of IiviineAllowance
 
lUnif(nn Allowance
 
Other Allowanccs
 

Travelling lxpenses - Local 
Travellng ILxpenses -Florcign 

Stationery adtlOf ice Requisities 
Fucl and L.uhricants 
Uniforms
 
Mechanical & IFIectrical goods 
Medical Supplies 
DIiets
 
Other Supplics 

Minor Repairs and Maintenance - Light 	 Vehicles and Machinery and 
l:quipiicnt 
Minor Repairs & Maintenancc -Buildings and Structures 
Transport 
CouItiunicat iol 
Utilities + 
Rental and liil Charges 
Rates and Taxes 
Other Conlrl.clual Services 

Transfcrs to I louseholds (Welfare laymcnts)
 
Pensions, Rettenient lenefits and Gratuities
 
Trans ers to Non - Profit Oriented Public Institutions +
 
Transiers to Public Enterpi ses +
 
Transfers to other levels of Government
 
Subscriptions Contributions and Membership Local +
 
Subscriptions. Contributions, and Membership Foreign +
 
Con suier Sullsidie:i
 
Other Current Tiansfers and Subsidies +
 

Recurrent Grants to Non - Public Institutions Private Individuals
 
Other Recurrent Grants +
 

Interest Pa)ntls - l)OIestic + 
lnterest Pat'ryients - Ioicign + 
Aw:rds and Indemnities + 
losses and Write -olf-s 
Other Recurrent lixiwnses 

Objects of Capital Expenditue are also standardis(.l, classed int, fllowing categories and are coded and described 
as fbllows: 

Category 	 Code No 

1. Equipment Outlay land 	 2101 
Improvements and Structures Outlay 

2102 
2!03 


2104 
2105 
2106 
2117 
2109 

2. 	 Capital Transfers and Subsidies 2211 
2202 
2203 
2204 

Object Legend 

Furniture, office and lousehold Equipment 

Plant and Machinery 
Implements, Tools, Instruments anid Apparatus
 
Vehicles +
 
Purchase of Lands and Buildings
 
Land Improvements and Structures Outlay
 
Communication +
 
Others
 

Transfers to Public Enterprises +
 
Transfers to Non-Profit Oriented Public Institutions +
 
Transfers to Other Levels of Government
 
Transfers to Financial Institutions and Organisations Abroad +
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.c'llN ccIct' ct 'l ill,\ , h,iCl ii¢ccll iici ti1 'IiL i l ic ¢ i li ittI iI I C'i cI i l iL(Il xI iclf t (i Cil ll t t t ic 1il'.iiiC
hkli1%lCLI( ' IL lR Cll i¢1\11111111 1 l 1111 of<l',ihi ill"lli.,M 'l I ','l". t e ' i, l i fi ;11111 il 'I "ll d Wli \\ il l k-0 11 ildcl, , { lh< Cill' ic j 'l ll I 

P-olt I\ l p iI i!lR'illl11111 il Id ltlh<'C lh\11 PUN 111-11 lI ;I 1\1 CI Z011l I.i l i.Imc )1 ,llW il I ke _cl IC:IL'LiIl '. dC\ln 1C lkil,. : hJ1 t 

Il'ii lici ccc 'I li.c ,eiil ti \l'. lhut ic ;iilJ c l lc'' ('1iiiA c a -OI ixtIt. '.i icll l 
i l il~llUi~! [i1117¢ 11 11 d. ;IIh CCOiL?[1 t1 o.f,' Ml' l ltt' Il l llil'11l10%C\ - 111111,121111111111\ \ il stil"leClW CilU' 

c lii i itc \tiii iiic' il ' cli lii ill h d l ll, c ictll o j l l ic ij11 c il ' i 

- lititncilii duciiqi initi lttinlidc iibjcii ¢iii Iil ii hiii- hi/hir iiiiiliix/ ¢iii ¢ifccfix'e iublic. seli vic.[CllolllI¢114mlct/ I1;IltILcfl\ ll of C1111'liC 10 1i ) h i s c o - o ll ci a i/ ( o li tc . 

iiiixx tihtlicc¢ uu[ Iii llci illlCiiliilllic sed¢ltr i i- ('llixitix i c iC'i iii putilic iic'lll'ic ci iLiti s. 

*I \'xc'll;tile\ iaili i]i Mtilei.ii,- in i -

Sit file lrtIiifiin:il ci ll - I;i l i ilC; lic C'lii l tHl irticticlill l x fcil fe oilxctkicix I l i IliC.i nlilticiiii; tid Rei noiii , I,. il, ll 

widely hIaxil Ri'liilic Acctaic i t ii lnl.ewl'rkill ,tick- hItilll I\ he need d. AR ipe,, illAs,x ls - ('1 l - I)CI 
, 

- 0iC iC'.liitC'.S Noi npiiV'ic:II 

ilalares iii tillilpti ili iicirliic" i lcaitli t t i i'1 l¢x'iijccI il itd irl)il lflediito 11w tillj . l,h iit citd ccoitlliillL ihh 11d 
distiictiin Icixxcl - or rldil/tiuu ll(it' - capilll ad iecilicitf c\pin'l¢ , - their behaxiour. lhe Ireeitiet %ill lIe iiic Iill a llli 

iltnl itt ltl. 

COMMITTEl) IXINI)IIUrl STATEI'EIS ANI) APPROPRIATION ACCOUNTS 

I)ictionary COMMITTED 
Accordingly C(ONINIFITl) EXI'INI)lTIJI, means il expCdilire declared i-pledged to a pariiculir aclioi, cause i- a 
iulrpiose. Fort, iurit'le11ft l'ATlINT O) CONIMIIlHI) IjXIFNIITURIi' cotains lh ,expellitlitcpledged flrthe viiritiix 

According to filCxiftir le ailjective 1necitIS "declaredIr p01dg'Cd t a IitruicUlar aetitin. c.lii etc.'. 

r 
piulposes alp' ro\¢ Iht i Apprpialiorixd antitily by (lie llli ill ilelihi Act. 

2. 'he ii aFinancilegulatin .15i rcadx Ihill,: 

"STAEM'IIINTO 'lXPINI)lllTRl C(OMMITMEI icry Officer ,hli bitieNTS. Accuti l 1l)ih ii1 c:Lci 
mloih, ,llluliltt Illis(hiet/\ccolilnlili oliiFormH Ti v. 170).al Il ilhiv',ulelllicilil of l' ,lelidilure ( ol~llimiilliictll,()fficer. 

1Otlhe 1)l1 , i il ll ill Ic'p 'LI h \VliCt l~I lllilllC. II hJSc' llol~ii1 llC t'1lCd IP 1 i Ois l. 

"lhis mille'itcill Ihe('ihiel (filicC I0 W icih Itgtc'xx i" L'\li lilt fh¢l)ciittltttc0hi .will 'ltiil¢ ,,\cc¢tuilihlin Ihe 1'" 

.3. ' I:. ticwa mt iif lty 'ilciiul cll, is c¢iicll li I t l \c illililLt ii iL't'i1l . til'i\ x ll .t clicdN1tl;ia hinltuu i i lh hief , ,()ilici d tiiulIL 
diffll.ni Ploi,2 -i of uildt'rII¢id (,I. . Ihm\e¢\'¢.file Acc¢(llilillL I ll~ i llt lli¢A mhcM alnili Ilil(ile', ILy.ciiditluic a I:Niilllc¢ l. ill 
d lil-lil .lli] ed st tiuili .1 ii ci t c e,\cuctitiictfj il th I x i0illIihicalchy n iiihii' l mii tailed Il x li t'If1 ci t i n tiii'it ititccl 
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Tle Accounting lficer like it prgr of e\pcrndilu¢ tiider cih i ri,woul know flu ,ess l Ihe'Ijech. under tlhe 'rogrammes. Tle 
Finance Manaler. his deputies and tile assistants would rerquirc furlrcr &Itil, undel ()boelt, urn()ijct details unier the diflerenl 
projects. Monthly Statr,+' n s nnlrrrIittedu Fixpenrdilre Should. IhrcICItO. he Iicupmu d in ,iucih 111.11urr r ,ulrPly tire requirud 
rmtanagement infonatiiu to dilterent lcvcls o! tire hicrarciv. 

3.1 	 Separate statelmrents prepared Ior each oi tire lrojects under rilleitn pruitr1n1r ill aI I luCad of lENrrr.11teS C;111sirrw tihe l'itiorn 
under Object i)eltaiis wilh Sub-tolals under Objects. Tile 'a rid tI \%ill sho 'l'ujucl. Sinlilianr strt.lnuntsNla tire position underl the 
may be prepared for each of the Protgrallnlncs showing Object e\pilditire \%etsilub- losll luder oIijvcrst;1lt [Ile "rand ttual Ior 
the Progrrarllunc. 

The position under tIle I lead of listillts could Ic given tole I liest leveulof Managerrret showing tie e.xpenditure uIder tire 
Projects vith sub-totals under each o lthe Prolgrarnnes. The granrd total will give tile poisitior reparding Finarcia l~ rfirnance as 
at end of the Ini111. 

3.2 	 lnforrniatio such as -

The Total net provision available 

The Expenditure as at tire r I of tIle ront 
Corrrimmitrrerts awaiting rrattlrity at end ili ie rrnrrrtn 
Anticipated expenditure Ior tihe rest ol the Financial Year 

Total anticipated expenditure for tlie Financial Year and 

Anticipated savinrgs / excess and reasons therelor 

as at end rfa given rironit under Object l)eails, Objects, Prijects. Prlugrarnnies arrd tire I lead ofl liStilnares. cnn be supplied 
io tire different levels of rrarragerrnent rlroirg tire staterrenrts. 

4. 	 Tire Cormitted Expenditure Staterrert is nmade tise if 'lor tie folloiwiil lUrporse. 

4.1 	 Monitor prograirre through Finaciail Perfrrrrane. Whuirr expenditure is rot keepirrg to a set patern inquiries are Inade, 
reasons ascertained aid tilr required corrective ileasures taken ii tnie. If tile first or the second stateiienit for a Financial 
Year does not show conlninents in respect of' rcicurrent requilenets c. g. staiiiionry - irinipt inrquiries %killslhow that tire 
orders iave iot been placed tlie to sortc delay ir negligence in tire part iltose respntsible or uC'aise, suffiuienlt stocks 
are aivailable in baind. Ili the case oeiCapital provision Such iiquirie s niay shiw that timely at.etioiihas nit becn laken to ifoler 
the work on coinract in spie of tie fact provisin has beefi obtained. 

4.2 	 Make adjustmuieirts of provisilln hbetween Object details, Olijects. lirioijees or liriigrairiiircs. When it is Ob\imnus tha sn1irie, I' 
tie Object details etc. require additioal provision than tIhai alloiwed I'r lie year while there will be under exirenditille in 
other areas til end orf year, vircireill pricCdurc can be applied proIrptly, ill aeordiice with ire pr0\iiSiiuiS 0f law in tire 
Annual Appropriation Act, to tIake necessary adjusnienls within Objects, Projects or irorianriies. This will ensur e il 
objectives of' the duepartieit, within the anibit o tire Prograninies are achrieved wtiout delay bv iriaking rise of ionies 
voted for the year. 

4.3 	 Keep watch on Coninritlnierns and ensure they iatUre withoit delay. Wherever, tie Coniniiients coitinue to appear in tire 
statienents without paynrts arising against threi the Managers can inquire initi tie delays and eliirinate tile reasons 
contributing to such delays. On tire other band the iriqiries will show that :he work, services or- supplies against tire 
Cotnllltinrits have been Conmpleted but they continue to appear as rsuchiin lie itiirlts as paymetis have been delayed. It 
nay even lie that the provision is blrcked as cornlnitnients whereas they will never Irature fqr paymrient for sime valid 
reasrn. 

4.4 	 Take tihuely action to iiove or Supplementary lstinrates where it is ahsrilutely necessary. 

4.5 	 The Policy of Executivyes in their ambition to serve the people in the nraxitmutt possible ianner often request tire Chief 
Accounting Officers and tie Accounting Olficers to release funds for works, services or supplies for whici provisiorn nay 
not be aviilahie in tie Financial Year iinquesitr'n. 11 Inanagelmient iiforiraitn re financial performance is promptily 
available to tie Chief AccoUrinting offiecer. or A. 0. arid if tire requesti ialls wthin tie arribit nufthe Programmrrnc, correct and 
helpful advice can be provided without delay. 

4.6 	 Makes Comparison (f physical perforiance with financial performance possibly by mtaking use of predetermined 
hlidicators. 

4.7 	 Preparation of Annurd Appropriation Accounts is trade easy. 

5. 	 Commitment 

5.1 	 Liabilities arising out of contracts signed, Orders Placed for supplies etc. firn tie commnitnrents. These conmititents 
entered 	 into during anprevious year may. sometimes have to be brought forward t(t the current year. Brought Iorward 

+commitments should appear in tire Coniited Expenditure statements fror the first mont ii the financial year. 

5.2 Allocations given to other departnments etc. under F. R. 449 should be treated as conmitments. These sihould be regularly 
followed up and where there is no perlkrrance they should be withdrawn and comnmitnments reduceul. 
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(6. 	 °[']I Comm+llitted E+xpe ndtlure Statemelntls h it) he iclile d fli,, fletuiiorll~ itmu l~dIibl inl Ile+A\~ p i illio Vo~tes lxcdo+r. 

This Book of Account has, therefo ill, lie i- lin . 'd+.iv'ly tat'+tully iiid tip - iaLit'. A sli Couil)iiti i it, n ihSt'li t'\d ill the 

ICC l'" that c illll (it'i IIs 
' t rdllll,inlto iiI pioted. Th'e Mhatliui' s%ho a\houlliolki: t\oI, supplits tw 

set-v'ices do1 not+intimat~te [lie colli illt s lnl",Iisiqoll' o1f" co mmetslllill' ' (1 L';Ilice Illt illis p~lllptlv to life AL'CtiLtlIII l~IllnCh. TiheI11tillCIit t V tes I. td tlhSis i i' 

i	 in 'r. iS V oitiest'ill the Cilc llisi linci is I 'o u 'il ll it'ii l riily..v tailabl provisio+n s, i i i senatd ico t-'i u i l' 

.ilet' Ni itt aii7. 	 A (ItIiSti rlmayarisiia s to M itlioiii) liiII stiateil t fiiollllItinn I IeIt' iL C is r-uiCiit'd u i' it'uitll i Mtriit s 

tile .rllisiln formsaltit issit aiain l t \ it"lol al n tid lutn liilioll \ ieRIc -'rThe ll s\\ci is si l e. The o\ctall positi l ' 
a I'lollt file. Votes l~d MEWiHullClI thCi,~t' M l(+bjcct/Pr~Jectl/lPrograumme is no~t seenl it 1;111CL. +.Itle t-ii~lllk I;ICmit-I)\ll-'hiflly 

aware otl ve rall position. c. g. An Urgent lp is , to a I ilin has to lceit ltcl diIh all u ite ju ( il N. ted ll thait iti -losi 

is ex alusted. Tile Department l ltir+ii, ris+[l .Thil'iitie hir Mll+td ui l t t'cill hi itth u M~ilir i i ii;I situE lil ti',sy te 

able 	 ncoa hello i aIi f i itnt Ily s ui i isth- t it ;iiC clii' ly11 stzlci+ to lif l t He d l l \ [ +llIClIl l 'ccilli¢, ICittilt' tillof, 

s iti m s and 
Itus pri.+v,+ting lpompt dec'is+ion ma1kilng. 
Ex Otlditure is uiaila l tit htimit ithu t \\ hich hl rieti iv it )ll- p vuls ilt if is.t I hill flh+ Voites Ict-'u, lin hi 

C .8. 	 The prepiuttion t S (a'iil ll dilutii , is, 1h lit' Vli iir .\hlIlIIlut lc'Cs Which willof accut li ilitrnt.t nii itailt i Fli\l t 

lieli l.()ilici [ iisrotiide ti i t t tcit lit' ilrhlen lacei lit'e A ctli' t (' Finmccill m wiunts :il li i ci tt. 

A\PPR~OPITIO'(N ,ACCOUNT 

The provision r silposin ofiopiioltioltAccontil t' is i_'ik n o dl.r F. R. 15 iii ocll nisi i 

. and ct'tt.iica i atid tut-i h i it'iyear,l't'I o lI. ltitlli lliat i ll allli 

Ap Spropltria l e ardi A ccttlit . lpit iaion Actount will Iollw ie 
Pa lit 	 ' to lit'A . iilt ( ti'l.r",ii t'xal II 

+, 

ti Account irpl lit' +tl,h otf their Voties,iatii nil th. iA 
g l.ed ltils li' Iat.Estimte ah \;iit'll itt c' Stll-h adNo\ Stlb-it'. lt Itatt'siOi l t l +iii til lihlt iaihs fits ;tl ctl 

elClcnrct adctudole ln, if ;Ili\ :lt'l thc ey endiatdt', 11\Nil] cotadin A ccoVnting 

n i s lilt' ta iry teg -aiditi1 itallit imt'ii teutc.lls.)lic-r'sA a'ti ali (i tltit, iitt ltt 'ii tli tc asI. s noestt io s 

Houwever. is rNcpecto SI++";h-hc;LL,. *l-I'tl\ ill IlcL' nl Aid, litcO \l;II~lioi tol" ally \ altiatioll v. ill apeil+. rinlilI+;inll3 of iIIMtl.CCl flI 

schetule ailline\ Ith filti .ppl rtili tAents ill ititoli:n Apl sAcctt . aniot ilvitl l I. 

l il l'c .hlit \ +.h+uld ixllitded) ill iIe II:i ll of lieAs i. l let l of a l lL, li ilkC,c\ l t' ille .iultli0)nCd h. Stw,.i: l 

Aprlpltti ilio liAi'co nt, hitt't l\iiliu;tiilda l+e l i iptnotepr c cc t0 e oitl pt g ileitt oftime i *itit t riAci lliillLtIllt wl'ill Sign 

Ai ccotl l t l th t' lud;lcisiti \\ill then ('iruit ie Actount toi til \''ill slis ,' himl f that it has 
1 it' I /73 'l'tatili Nt. 2 ;11 lt J t nbeen pl Vtltltsllraic ar11111. - a l7c. i /211 V)ltat1i-li 1v I + 

iheChi+. Accttlllla i ()l c i ilthNo cl ill tile Account ill tl/ c dacity,tin the cil- 7 li4illCll's will co pile 

and si. ll V ot' sIlt Acctuct blo Io (l+ lale . lil/itn Acia tll t1 dtt ;i. soon aslicaN i l Vo t a/itl/9 t . tt. o. 
possible to [hIe Akt li ranlc t i t lllila ilt nd/ clilit ali l. tl e[) loh9i ,Uil td i )).-	 le t l it c;Ilitte. 

A St'tmecnut lolsses shotil e 'i\ n tile A lopiillill ACeOrant 01"the r Cl lmt\'tle ill t ]Is of FR.. I 0 (2). 

2 on ailitis (lic to tlte Gsverntt nt t lolt leitii tt, illA [Ilelituirn l i cupA Stlteen tlte tiinScill,.ii li tiu of Fnancl (itYeau, 

shold lot I+ i lhti iihweo.'l tile stat mnt rC di to inl NtetIt bot e hi tateentls S(houl ouitindicautehliftidlities undr 

Ch Sub-h y atlte \tisf i i. 
3. 	 Missing Vtolichls 

A Stateeiit orfall missing ht'roiisi dt ilhe'h'asurya r+egarding which o fictlity has beei tlechei. (Picutiaul he1te reprt
missingp vouch+ers which aqppeare.d in (lie sttemnt alttached to tihe+ IrCvi0LIS vem's Approprl iattion Atci.'1l, v+tri-ing which 

hc CXChItded).finality ha s since heen rea;ched, S,:OLILd 

Tihe Apptropritionitl ACctL1unt gi-'c ;i Stutmlmty ill1 Figutres and inl'rnmtion in connetionl with the funids allhocaletd through life 

Alp~prlit At and by file Pa;rli~tmemt I'lori at:tlictlar )cair, Ini prep~aratio~n odtheliAccoutnt inl :I more1+compre(hensivec manllner the guide: 

lilies halve be+enlviv'n hy [ih+tolho"wing TIIel+I,ury C'ilctIdjlS in addltitio+n to file prvisions+ill file F.R. 

i. 	 Votes B~ranch Circ.ula r No. 1/73 - Tlcasurv NoI. 260/99/I/20 ()itle(] I-tli hinuaty, 19t73. 

ii. 	 Votes Branch Cilctlar No. 1/'74 - Tr+.asury No. 200/99/!/21 (V) tledc( 04th April, 1974. 

iii. 	 Voites B ranch Circtflar NoI. 51/$3 - Treasury NoI. 1'A24/260/99/I/16 (V) dittd O~lth little 1983. 

iv. 	 I look-kc,+iif, II rii Ith Ci Ic if ;ir-Nor 901/7 - Treasmly No . P'A2-1/200I/91)/1/1(1 (V) tllct 2 21[IL.1ilun, 19901. 

The salient pofitits give t i he alltve circla l l l Stllll is.d is Collows; 

i.	 The Acc'outln should lie prepared il tht- Folrmt "Tr+eiiuy 1169" 

it. 	 The ()rivillil ill Sililllt w\il la n 1fish IrmHlslalioll should he foirwa~rdedt to [ihe Aulifor General with copies to 

°Ilrciltily. '';mll Tianslation shtmliet- sent I(, tile 'rcastry. 

iii. 	 The liah~ilitic+ it)+tile (Govcinmw nl sup~plies lDcpaltrtlnt, Other Depac;ii lnls and State. Corrtl ;lion lotl ld he shown,,( 

seperately aind Ilo Should he ct]lorl+ed 1)) c llrlnallion +erlilicittes+ 

i v. 	 The Figures ill file .Account shotiil tall), with file °Ileasuly h'ili oluts andltl+ certificate oIf lecotciliatiitm shl le 

givenl. 

REST AVAILABI.E CC "Y 
(35) 

http:tiinScill,.ii


Voe, lranch Cihcular 1/74 '1i1 .,,iil, Ni . 2i0/99/ 1/21 IV) 
t IINlFlAILTI IF\A-;U llY. 

('oloiibl 
April 1, 19)7 1. 

All Secretaries & I leads ot Deparitients. 

Preseattioniof*Aplropiratioll Ancooiilils. 
Ob',CrVs lillS iiiO Audihl (i¢11I¢ril i Ielill itl LLndo isionls, ill tile ,\IlLl lil li lli A coiil li relldcle Iol An\ i tileii o'lii I R - 150 

ne'c'ssit le review 11 [he ploCc,.lure illil to flIIILN%¢I b, all .\icLiunl liL, I'llil ill 1IhC IlVC llili;liImI lof;ill ;I,,tmilil , ii ill.iI ci'l ill lIhi 

Neies of ie io ,,i 

hlicL l f tlh iilOlllaiIL oIiill I ACe LullilLe Ullitsiln ll stlihl, lc l'lL I(IlL.' . l\ 


vatiots oLLLksin ile Trcasur\'. An C\lr:l i1 .\itlilr ( llicrill's lelle No. _1q1 1 73 iLitiin! o ul if , i ii,.ii , iK :lcllkl 

i lit'I.ie L llIllI l i l'IlI'llliIll ' , Ii,h1 li1ni0l 

2. Ieterelc is alsoh rr liei CI le il 1 ai I\ ( il all Ikrl:ii 1 IIIli Il) CllILili Of [ ilOl A\Cjll.\ t ;l 11is ill 
p;lrticuilar. oifl FR -127 t nthe re1 11iiemtI - \\lieh icr ltL- el L- c(1 cILIC Ih\ I)CejixllIIeI .liC lh i IeiL ti ill\C~li!.;llCd h.\l h'll iild 
expelditious actionlilak' ILLsee errls i donl d lid all jiliStCd ill Il istlr I ,k',, %\1l u 1 :111i\ Lil \%i so1l1 I lI ' ,I tii ' ')I [ilk' IL l 11i 
pilltiei 11hcr thin tIh conceine i ireslsAtilCOLilliinis 'Ll hLLL. til t'l ll, ('liLf AcllillilIn! I)ile. i .\: \ l llll l+ ilt'l iL iii A ild ic))cI 
a I Ihe ili ll ant needIt IL .ltilC", ILIilliliNilli\ LnachliiI I'\ ill Ih irII liC 'lil,, ,.C. iI ';lCI il l " I). Lt' .. oiiI I, IthIIIl ieI I Ijc iics 1i 

iii Budla lill"i il 

3. Chiet AcoiUnling ol't1c'1s anlld ,.\cCOllllIinnl (lli'cIs will eIliiNwllIL I)IOL'cedill¢ laid dLLIIll b 1hl\ i' Isl llIII d 1il lklcli i help hi 
TI-eaSUiir to Illiill ain its reCOLLdtsiC iiri.ly :­

(l) All AccLLLuntiil! [nit slLould cLLnIVIII lriilL \ihii R-.127 and Iorllwird lt ceC6llI ie'. I l eIe,\iLIiILL (L.CLLCdl CIIIlirlnii 
Ihllat delLIL~ nlilI aeLl'Cilline iLclLtIs alr in ilClecillClil \%ilh I l T SiIIUI HoLLk. 

ii) Where error-, and iitcitellcS ;ale LICIcleid il COilplill ' ie l[lepimillncllial iccilld, willi lie Tieasi.i\ ILLs. Ilhke sluld Ihe 
recorded inL i ilild Lul Iillil f LLh ¢tiL l l ll lli 1 i -Clilit di ldiC' ILC5 IIIIC(I . 

(iii) A IepLLrt SLLild be ilLiade Iv eich Acc ollLill' Ijnit ih ( AcCLOLIIIS , nls iLLi iillllt'-Ct LL 
, ") 

i I)ihL-'I lVlilt, I ell h'01LLNh Iwiiiv dl 
discrepancies I sle, ,iLl icLe iI \il l TiicieailLr i,CLiIS \%hi hi ilL Io Lc iliecl I LaLjusLed l i e fIllL ingcl 

dtils:­

(a) To end Of Jlie - rCHl(lifLLe hy 251 SCI,1. 

(b) ILLenld If Sept - - dLo- 31s I)e.
 
(Cl I l iid II*NL\. - - dL - Fl =. I i
 

This retiril is in ;ddiltii to Ile iniLniilile iplill icLquhi ill HZ - -127. If n discrepancies re ainill 0l Ie rel)OIreLd :I 'Nil Return' shildl
 

be lIrwilded.
 

4. In lllder ILCUSliIL' iLi ;1i1ACOI'LLlli in, I lLit, c llil , wili tIle reliiieilnels olthis cirCuhlr. (hie AclIcolluntiii, Ot'cersI1"re I'lucsted 
Io intiialt Ile "ieasur, Accoinls Llid I\li )i'ision wililt Ill days tl tIle receipt tf (his Circular 01 all Aa list cC OIllille Units
 
Operating tll iir 
 le pill\ ic\k (i clIch Millisil ..\cclunting OfliC¢rs \ 11(11o]d tIuItiOll tiLnder the purvicw ,If M illistrics will iunder list o 
Aecounlinl Units unttcr bill iI\ ic\ sLiliihly oln utii riLd dLle. The Tr¢iltlruthe ACLUIluIs and PayllIClt DiiSihln will rlporlt to (he 
chief AccuniinL ()Tieis hInd .A, ",11un1line (I)llcls all bLLdCases wilo Iil ILoLCllply wihth this Circulir t'llr suitable acLion. 

5 Chief Accoulnt 0 ILn Acculnlil of ILit 
for strict 

(illt e'¢ jd ()tlliCCis will ap'preciate the ilnl nLlnC LItCC iViw lhLr-GnIer[-ill's obhS¢rvaliolnS 
Cilpliance Lit lhis, cilculal Io hlii r .\Linl s ;nt Iaymienilts DivisionIoIL-----------lrEcolds oL tlte "l'leastry 

helore the prIe'lk t . .. The hlit Ihle ili 1 ... . .m-- facit Aildilor (Generi \kill lL11 ill le , lti 1101L011Lh11 ==-= ItfiltU ACCOLIlII 
Alppropriation AcLL nls aI tlel1t'tb Dl)epilltllenls but lie \%ill cerlify tIle lCCOLIllii and cllIleill OI the irOr ,111(Ld ill15io5 iS I0 ile 
Ntinal Stlte Asinbly has nmw leateld oli illipolrlhn need for dlepartliliLts ItLfollow tile requiienlets oL lthis circlLlar very caefully. 

(I. reasury Acunts alLtndPaylents l)ivjsiom cold be con;ultld as regards alny diftficullies conlronted il complianicel t retluireinceils 

itf this circular. 

7. Please be so good as IL iacklLhwledge receipt of this circular. 

Sgd : A. E. Weerasinghe Sgd. L. B. Abeyarate 
Director of Accounts and Paynlentls Deputy Secretlry to the Treasury 

I-xstract from Auditor General's letter. 

"AIROPRIATION ACCOUNTS" 

I have to bring to your notice that the annual Appropriation Accounts rendered for audit in ternis otf FR- 150 cnltained a 
number of ,muissionsand errors, and those omissions and errors had to he pointed oul to the l)epartmnts concerned, all rectified beftore 
the accounts were certified in audit. following were the types ofonissions aind crirs observed .... 
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(I l)ifferences beiveer tile 	 inthe Treasiir), sub-votes ledgers and those shown in tileexpenditure figures as appe~rrillt 
Apprpriat ion Accotnits. 

(2) 	 Certificates that the dep'artirental Vote I.edgers had been reconciled with the Treasury IBoks hildnet been furinished by 
Accotnli i Ofticers. 

(3) 	 Not excesses or savingis ulldilVoteslIhatInoth¢eii slhiiurl in (Ire A]ppropriation Accountls. 

riot hcibn loiitlnd oilto tile(4) 	Fiues It(d netest Rupee. 

(5) 	 Incorrect rCeCrenraCc; had h i itade [o uili Ities ibtained unlcr Ii-6 (ii. where the DST had auithorised Ihe trallsfer of 
fnds, the authrily qu was the Secretary of' lie M'lliNtry I.1 oited 

(6) funds lhd been the Ifroii/ 	 nit,.e atndWhere transt'r ill' iiale hetween \Votes, to which these transf'ers had been not been 
indicated. 

(7) 	 Provision made intile Estimites for Foreign Aid lxperditure had it I[een separatcly indicated in tie Appropriatiotn 
Accouints. 

Treasury Circular l.eltr Treasury .PA2-1/ 2(0/ 99/ 1/ 1(r(V)
 
Votes lirtich 5/83 
 GENERA. TREASURY, 

('olombo- 1. 

Is[ JLIne1983. 

To: All Secretaries and Boards of Departllents. 

AIPROPRIIATION ACCOUNTS 1982 

Cotimputer print out (Special) Ir 1992 is being linalised incirrporaftltg all lR-6i variaiiiis received at the Treasury up to 18.(4.83
 
fir put-pose i'iAppropriation Acciunts for19S2 and will he posted to reachl tie Millistries / )epartments by I1.06. 1983.Departmental
 
Apprpriation Accoutrus should he fintliseil immediattly-Ilrealler and flirwallted to tire Aiudit(rr- General through the Chie 
 Accoutig
 
officers. A copy (1tile ciseririg letter tirwairtine tire \pproipri:atin Acciints Slihould at the s;le title.
lie seat to the Tre;rsurV 

2 YOUiate reuILiestei twaril Ire Appiilriatiiir Accoiutnts in the Off"icial ILarugueiici tire Auditor-General by 301t6.1983 the
 
latest. The Einplisr translationt. shuld lie forwarded at the saite tihe. lre Tariril tr;aslatior the Acciunt need nit be sent direct to the
 
Auditor-General but they shiuld lie sent Itoreach tie Treasury helore I 1.07.1983.
 

3 	 In this coitnectior, reference is rc(luesled io FR- 150 and rele\art Treasury Circulars with particular relcrence to Votes Blrads. 
Circular No. 1/73 of (-1.01.73 and 1/7-1 of ()04.1.7.1 Ir the presentitation o Appropriation Accounts which needs strict compliatce by all 
parties cioncerned. 

-1 	 As tire Aruditor-Gecral desires independent cinfirmation f tire iuIstltIdin liabilities oi)' o'vernilet l)eltatrtients to tire 
)epartmrent of (overnmren Supplies and Statie Spolrsored ('ltrpiratioins, l)epalterrs arc requested toobtaitt such Cll Itirillation rtoln 

their respective creditor and send salre direct t tire Auditurr-(;eneral helirre I 1.07.1983. 

5 	 Tile Auditrr-General hlt pointed oiltillp;ri 27-41v) o* I'mliar;rrs- Series Nor. 3(1 that tie l)epartineltts fail Itcomiply with tire 
above ihstructiois arid thit there are delays il sendin!g the Apptilriatioin .A\,,OUtHts lo tire Auditnl-GernCral helhre tile specified date. As 
liet is requested tosubmit hisreport to th.- A -,Crirly svithinAutlitor-General 	 Natiirai StiI ten Months alter tie end 0f tile Financial Year,
 
it is very imprtarr tiat tie Accoutrnts should be rendered (ir i elid: ,arle
befor i.e. 30/06/1983. 

.l. I 1!qit'Ctle reasons a e 
intheir Appropriatiot Accounts inrespect otftie savings / exccsses and a.,tresuklt iifotshich observations are made by tire public Accounls 

6 	 It has been brought to tire notice uf' tie lPublic \ccounts Croillrllithe not heirg fturnished by Departmnlents 

Committee. Ministries / Departiicnis are. therefore, requested to fiurnish detailed explanatiors regarding savings / excesses in their 
Appri priaio Account.s aind if adCqulte space is tillavailahle t itt N11 tte. 

7 	 Tire Auditur-General has also printed Out thal [lie explnalior r , .%,d it)him on tire Audit Reports tire quite ditferent to these 
indicated intire Appropriation AccOunrL;. Itnorder to ivorid, adverse aUti!i c-mments, the Ministries / Departments ire requested to give 
their explanatitons carefully and as explicitly as porssible. 

Sgds W.C. i'erera 
Director of Accounts aid Paymnents. 

8. 	 Errncous debits had not been shown by way of foot-notes. 

9. 	 New sub-heads created during the year hald not been indicated ts'new'inthe Appropriation Accounts. 

10. 	 Where outstanding liabilitieshad been shown intire Appropriation Accounts, tihe sub-head (object in the case of Programimic i.e. 
Budget) under which tIhe liability had been incurred hiad not been indicated. 

I . Liability to other Government Departments had not been shown correctly in the liabilityshown as due to other departments 
differed fron the amount of debs dire according to the books of these departments. 

12. 	 Losses in respect of previous years which remained unsettled had not been carried forward to the subseqttent years. Appropriation 
Accounts.
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13. 	 Losses over Rs. ,00) had not heein individually listed, 

14. 	 Explanations furnished l'll saviis / ,.Cetsc's hid teeiincolrrect ot ilideqIuate. liI soie cases no Ceplanatilii had eein furnishetd. 
There were also dilfereinces in the C\pLanatiiins furnishted i tile Sinhala and Inglish versions of the Alpiopriatin Accounts. 

13. 	 Errors in spelling. 

(Tamttil version ffthis circullIr Wvillfoliow) 

1ook-Keeping Branch Circular Treasury No. 1PA21 / 2i0 / 99 / I / 1((v) 
Letter No. 90/7 6iieral lreasirv, 

('olom o- I. 
.unC. 1990 

To: Al secrett,!,-s, Heads of ints.Ieparte 

ali] Governments Alents.
 

ApI)ropriation Accounts 1989 

Treasury Coitipilter print outs lahle 33 final tii 1989 have netw been posled toi all lieC(ilvernlictitl Departietis /I Ministiis. You 
art Kindly ietucsted to prepare iiur Deparlnilelial Approplriatioln Accimit IfN198) itiiiiedialfs aild I\ c it fIirwarfed Io litc Auihi 
General t1rough yiiir Chief Acciuiitli ()fficer oin oi he iret 31 si Ilifv 199(1 so as to uiihe lie .\ndiiiu"( iClt ItoI d'il his relflt ICIcr 
fo warding2 Apprliprialion Acciluls to, Audior ('cneral should he Neill to Accounts and pa\ 11nl, di\ isiol. (Cenclal Trcaul. ('oiibllo. 

12. Your atCnlion is invilCd 10 lte iihl\\ini finaici;il it.liliii aiind the Ticaii circulir insillclions Iclatin, to i lie piepfl riia oi 
,he Annull Appririatii Acciiiits, 

IFR- 150 

VaeuryBriiclh 'irculia tr Ni2. 	 T \ote 1/73 nifl. 1.73 

3. 	 - dt Ni. I/7-1 oi'..7.1 (C pciN 

-1. - if No, 5/S3 I .(.83 

03. 	 Treasury further remiids \otl icll', oI lilt- lo lot, ill!' icn t i lt i I lCuieft o l')L i r iiri ii Accointsiiat rltl 

I. 	 The ()Ili'i;al ill Siihi; si ilt ;ill hl! jsi,ilTl nkli l shouldl lie loristir it l udie lr ciicral. 

2. 	 'Tie T rinil io TICstimiNIIni;h liiiii1if lie Will 10 111C 

3. 	 (t) The hialilities I0 (lie Ciist'iiCti t l stittil tiOtelfd iiilf el tlcil]IMtt1i1ittitN, :illd SIlC (tol'lilitii 11CSil h\y 
cin iillit liiil it lilt creditoll. 

la"ic i stlls Ciist l1, l iililI irt itisttii. hissrc0liorli Ac1 
ite" Iotihat at lie end it iin tept to 1tf1tfpflicN i ic s iC il tCl o hill (OoMtil iiiit'C I)C i iintts tI 

(b) 	 Seci ta M ili tiist 1 I)ii ;)llta / 11 irtis/ C(i tiid the Itial:; 
i L i l ll hi ll II 

enable the latter hi inlchfde tlc ctlilet Iithililics ill lie .\itiiipi aloli .\ceo iill . 

4. 	 it ee should h no ilfeeitcl iCCb elt\Contile lI S ii z iti l in lilt: (ittil r I h it t v ll.t ,,\fpplitirialiiln 

Accounts. 

5. There should Ihea CCrilicaC if1 Rconciliationi ilfc litures in ltie "Iasury Hooks alni pour Approprialitin Accotulnts. 

6i. No excesses iirai'itS utitfereach l1rMiuiuuC. PIojtCl inltl bjc sliihii hie shitwn. 

7. 	 Figutes shl l he rouditted till to lie nearest llpee. 

8. 	 Correct relere:nces shluild le ie il o tile FR-6l ariat ions Mid Special Warranls. 

9. Foreign Ahi Expentituire shlil hiescparciid iiii1 Coiucilid:itd lunid jIspendilure.
 

I0. New Project ior Ofijecits shIui Ie indicatlcd is "New"
 

II. 	 Uunsetictf losses il the previtus year siiihoUld lie shIt11. 

12. 	 Iisses over RN.25()00l)/= should ht listeid.itTparucl 

13. 	 Ixplanationi viseti liu" F\cccss 01lSavits siildlie adeqiale and be clear. They should not he diflet.nl froit earlier 
explanatl ion i\cit , \iilit qiulcrics. 

1-1. There slinuhl hV 1it1Ciltirs ill .pCilIin adit le tvpiiig shnilI le etbile. 

15. 	 An ioither li IiculIt si cieratl I lie ,\pl opiial ill .\ccount \\ Iitlh neeMdNspecial ttCntti l shildtiufaiso.he 'ie\ h \%a 
t loot-ntet Ii, ilt .\1001I0Iiiuoiii ACtiutLOl. 

e IiiC ,ihhIl' ici,,. xl t\IL I tuosi0M lii. ccii lidated Fund, lieit-I. I ICU'Ald 10 RCilIhtil I Aid, iliili limitch l i Iasih ' uttIlder ('ozsifons 
lolliiwintt details shliilt li iitd ilti Its iiiiliiiazc r ill lliNilli..ill AplI)itiialiin Accotut. iltel liih.0c iluc i. 
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I. Total RCihllljr;IiblC IFOCiti Aid F\IMILhnil.e during I­

2. "rol ll caimed uPl 3 .0l.(.9) in rc cli ol [he cx ouelilule dutllilld j 9- ). 

3. Reason or flot clajmily (le IhIa;ce. 

4. "I' alI lltlI lll r'ullIulLIi I i 10 311 .03.90 in i5Jp5d' i)l c r\l.ndl tmlelu durill I )t). 

tlns I0 Publisll1)05. The reI lisLn he Appr(pIlioili(Ill \ccotlnlls Nsilll [lie cmlrs of Ilk ear (199(0) ant all concel-lie. a e responsible to 
that Appi-olprialiol AccolIrell Ieode available lo .Iiiir (lieral l vitll ul er(IIs s) Ill illeI\col u|lls and Iavmenls )ivision r" the 
Treasury could receive all the Approprial(il Accot Illlr 1 I ALIditor (;(21101il duly cerlilicd beft'r-e 3lI sl t1"Auust 10). 

I)ilclo"Accounts and PaylIlmens 

Copies l): I. Alhdilol (lCllel 
2. I)ireclur. Iudget l)vision 
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CONSTITUTIONAL, LEGAL AND CONVENTIONAI. FRAMI \VORK OF
 
GOVT. FINANCIAL MANAGEMENT
 

Part I 

Introduction 

The Financial management ofu 	 onthe basis ot':-Gov[. of Sri Lanka is established and operated 

i. 	Constitutional provisions 

ii. 	 Laws enacted for specific purposes c. g. Annual Appropriation Act. 

iii. 	 Special legal provisions. such as revenue prolection Act 19 ol'1902 and Iland Revenue Act 28 of. 1979. 

iv. 	 Govt. Institulions, officials, procedMuLes, practicC, and 

V. 	 The Fiii;incial c.ulationis. aid 0thcr atllliniSrative circular in'truclions. 

2. 	 Provisions pcitainimg to Finance have hccii included inchaptcr XVII of tile C(nsitutin oiffile/ Socialist. Ienmocratic Repulic of 
Sri Lanka (1978) and are set (till as ai annexure to this note. (Antcxure 1)in articles I-S to 152 which arc repoduccd 

2.1 	 Constitutionall Provisiolns 

i. 	 Articlc shall havC ltll contolI-h8 pis'vidses that l';aliinUcnM 10Vcr Public Finance, and 

ii. 	 thait no local autliotitvs orother (int. bod shall raise lascs. rates or otlicr levy except b\ laws already in lorce or new 
las's pI;sscd by tile Parlilletlt. 

viz:by passinte inact of pilliaient or by passilng a rcsolutioln in Ptarliament inrespect otflaws already inforce. 

2.2 	 Article ides that all lt\ )specitic pI'Ulposcs shall f'orii1.9 pinros revenue not allocatedI s 	 ojie consoldilated Fund. 

This section establishcs a point of' control is not illowing any l)pt ./Miiistry to collect rcenCe ild spend 11oney on tli0ir own. 
(l-7at+ples of re,eiue allocatCd I..' law to 5pccilI ipurloses ale ccss collected at tle poinlt of Cpo'l of leaand rubber s,lich are utilisel' t) 
pay subsidies to tle respectise pliiit:tioii iiliUstuic) 

.12)(2 	 dcilai, sliciil ulC tia1 llia on2.3 	 Article. tle Ihech C(i(r ile ('oiso~lidlaicil Fild,\iz:­

i. 	 Inteneston Public dcl, 

ii. 	 Sinkiii g h i it iiiit l t o Ilhe atnortisilliti of'IIiiln,, 

iii. 	 ''osts, chiatcs and cxllcPiws l it) t aiid Ircifit of' tleincidieii the collection. nill iieill. tsiiliiliteld Fuitd. atti 

iv. Aly other ili t: ithtfiat lli'iiii to t iIlc 	 cd oitc\p t iiay' t'oIt line s;inctioill Iyliw. shall be ch' tlte Ituid. 

2.1 	 Withilrawal f'oiii tile ('tosoliJatcd Fund 

150 lipi,.'idc, thatI inv wiliilriss Clt iiadel a w'ariatit hand if' 
Minister it, Finance incha'e of tle Pottllolio of' Finance, mid 

i. 	 Article tllit iha,'e Cti the atlihoity iif under the tihe 

il 	 Article 15f0 (2f prii\ iles that no such k.%irant shaull be is,,cil unless the sum has heetl apll'rosed, 

(a) 	by a resilition ofl'the Paliiuiit. or 

(b) 	been ,ratitcd by any lass' flor specifiei public services or 

(c) 	 otherwise lasvf'ully charged oi tile Coitolidalcd Firld. 

These warrants are (i) Gencral Warran lt 6fre serivicesC al 

ii) Advance Warritit Activitiesforls'aidice accounlt 

(iii) 	 'iivisiinSpecial warrant fur sipplciieinary 

iii. 	 Where President dissolses the PIarliaieillt and fixes a dlte lorelectiois atid Inoprovision has bcel inade or Ihe Parliatntit is 
dissolved before passing lie alppri rialio lill, Article 150 (3)pruuvitLCs Ir the President to autlorise expenditure f'rou the 
CotisOlidated Fund lOr eXpCIidlilie ncccssaryi'fr public services, for 3 mnitlls riom the dale the New Parliament is 
expected ti Imrect. 

2.5 	 Contlingencies Fund 

Article 151 	 tieds alln'lt ;itil lUl'orCSeetn Irovics f'rthe cs,alihmcill o a contilenteics I iind 1t eaterIto tlt 0'it' 
CXpeClditurC by nlikitig in iilanclC folltie (X'itsolidatld Fund. which slhild be 'epl aced b'y1 Soppleiinetlrt'ytiblitaining 
provisions. 

2.6 	 Finance Bills 

Article 152 prositls tha tiohill or tIotioll aiitlorisitids tpsil of or iillio.ition of charge , n tile (ilmt lited Fuind. il 
oitlier Funds or ilimpiosiliun of' ally tix. relral. icreae or iedtlitii of alis' c\kist.ii tit\iilfoicJ shall le itlitiluccd esccpt by 
a Minister. and uniiess such 111 ii nlotice has been arol've'cl y [le (abiliet chrc bcii,_,iitoiu.ced.so 
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3. 	 Legal Provisions
 
Let us nowv see how [he Ministiries and )epillillieiNts are lealediltsailisly pr% isims ol'
artlicles 148-150 of the CilNstilutiin viz. 
Parliament tt hIve lull autlorits over public Finlance. 

3.1 	 AItial IliiatCS iI 'entlUeiisld Ilspeiidilitre.
 

Preparatiton t' estiliiates and expeitliltire til
tf (owl. rccnu-'i I ;uin yea'l i'stilalisesd witlh ilh invol'eicint sf 
Ministries and I),epdament and tilie ( ieilral Tr'easury. uit' 'iiiie itil lpil1iuretsIi+,0iteS R aic Ihentpi'iitetl fif 
Circulation aiuni it.eolirs of*tlePi'alia.iil, anid al arp iill+iii 	bill is dilled withliI\) sclhctdu.le,ita.e d it it. 

Schedule i. (C'omluriscs Of Sulniary ii'tsiIalCd Lr,eidiure untder each slseindilture I l.ild: nisd 
ii. C(OIIIJIrisCS sl .sdv:iice acount aclivitis ul teralill, clchNIiiisilr\/ I)ealiilt..l.undie'r 

l+sliltiates of*Reeltue and speiil:ditii',. lsigeliuer with liscal prtpit;ils to+aiseadlilional l'uids itllil'ed Ile etivisigedIt flitice
activities lurilhe year is called the Budgt, will inilially be placed bel'tre\hi.ich 	 Ile alint 'orlatltl'rval.II \'iuhave access Iii 
lilinut.s it'ite/ mccliti ,sl'fIlie Cabinet,. siu \\ill silset that tihe dhilt bill has, CI It)' it,,tn a[)Cli Cabiil- '[lie next stlc is fur
tlhe Minister ofI'inance lo iiuthr diice Ile apprlosliaiiti bill in [lePialiatlttlt. [ihe hill st ill pit[Ihuril-h lie Slave.s tf 

i. 	 Is[ reading 
ii. 	 2nl raihi and 

iii. 	 \'tlin. 

Once 	it is pasedh Ibytle Parlimicnt and has/ receiveid the as cnt uif IlI tihe I'residelt it hecoutes lass atl swill be described st
appripriationi Act No .......191). still Ise I'(rf' It interstis accouulalts to tluserve hots' each of [e legal provisiUns ill the
ConstiLtiou is Coumplied. and ho' tle esiatsial ott' elltie and Csplutlilt.. iCt legal vallidit. 

3.2 	 Provision-; of' (ie,Appropriation Act 

3.2.1 	 Sc.tion 2 of the to\ itk- lo esptiltlitll+ tt' 

tle('ltisoliilaletl Fuinll it ht,i I'tlti 10;11C.\S' 


pll sriaiiiun Act l))2 	 (the (lost. CsitiatlCdat Rs. I12. 1)1 imll. be mct irm 
Ill'i it O'il" it tle di.SI '.al if' lie (lu t. (S,'hCdtIUCI Idnti 

3.2.2 	 F:m file pri ccei s oi'loanss ;ilI I0 e ruiN, d I itis (11' ilse (;0stI Isi td sa 1 h,'hil it 1 \ce_,lisi- RN. (16s,0()) 1111. 

You \ill ulss l al tl' t l e\l;Cnditslt..i\i illtscsih'lie uslill llila is n lc I Is iictti-,ratllcd i lu sectiii (2)i the Act and 
as bitlllc law. list, ,ellill' (it lilt l tile auutisluit Slil SCel\HI. tlhe bitr , a liilillittn t-\pullliuss tl ill Ih si Sisutilarls' \ilsi,s

dluritte ilie sealr shul nit eCscecl I.). (0,0)00 1sill1. I.l,alo' 'hlcl is thatl lhee, lioosit. shtul nut lie e\cCedel ss'ilhlsss 
sitlaisilg tihallppisal il tle'l Ier mlalteisnl. 

3.2.3 	 Sectitt 3 imvides oi tle is.cS'i\ i t,.issiiis
 

i.) it) 'eci is It)a taliCi ICCOh i icisities ilIcctrt:sice \\ili thie litisIs si\cll
credit inClituim iiii tt Schedtle 11 
(ii.) ir papno_.t sietsiurtlis it te ('timst)lFlJ;t IItiiil. iad aill\'sNthe \stikii e,Isit ses aut depreciation be set Olt in 

dltCritilils! tis l , pa1l iV e (Iot(slililts tFul.erless beI Ii l 
(iii.) is lisiit the( C(lte sit Sisc actisities iothe itaximtumti litmtits ill ('oltm 11sit schedtle IIitlIilurc 
 "-'Ce 

(iv.)t limit debit hahle t ;it
atlliim 
 of.sclic.lulelie ciil sit' lie weasas isesi in (tiolumn !\iV IIatlelie tittil liabililics 

as gise.i inColuminriV f 'scledule II. 
Thus You still itte that .1litit, gisel agails e /tchactivity ha leglal elect b)hteinintci'lpiritted into susc/lin 3 (I)to 3 (4) 

3.3 	 Sect-.'it-1 prvide listor ;tl'sitCesa tiIse siid 1risti'lie Cls iillate.d ild lIe'r it is 1it0111IhaLrcCeipts o an aclivit, te 
itiadlequate toieltl •stitli the explttitre ilscitrl b such actisity and such ad'alnces ate Ilot Io excec this limit oI 
eXICidititrC Set suti ill ('sluti II sitof ,ctleul H. and Im e'und itultile sch aslsante,,..S It the ('ItiSilIidieL Fuitil. 

3.4 	 ViremnlI Procedure 

Section 5 I)lt'idlc.S tsr lt, tiatisIC' tt' 

hrltl prsi'iiitS 


site pripgr'amie., sr itraister
 
it.i s the/l 1tetir 


i. Unutsedt filits loI rCi'rr,1iteXtnlittilte Ut(it ill priigraltssiiie is Cia)itll CxjsCiidittire under the 

it Ics peItliuse tr Capital epesilitit cstIlt,' t Itler l'ro-1ralltitlier witita Ilead hy the irder oi' 
the ,fI'it' ( ther liletegatl ttilIhnrit)y. 

3.5 	 Sccliti 5 (2)prohiits trudsis'.r sit +iulilistsd lds 1rs11sium.Isiey allocated is Capital Espenlitulre. 
You will ilt.Ithatl I'anssh+. sls Itelsis of FR (s6 Ii'pceturl.eIms has I ti mc anuaclisn irtiedtsi' ill citice l Ib)this s-ctioll 
ace.irdiig-ly I tittIinls ti c,.ii lttia 'ce\vitlhtile leIal p't isi iis sit this sectlisit. 

3.6 	 Sectitn 6spro\'itles ailhiit' hsrt e .Io iNlrise'. stitlh lie ap.isal ilII s'l s s\htllrawi attiss IsieviusltnlN released hut 
consilerel IiisIsl IctisccssaI.rs 

3.7 Sectisi 7 i'+i\ aullliv lrt hIrMiniister still ili le (;tl. tI il he limits ,spes lilit. alautctile the alpro'val 	 ,si desil 
atI liahilitiCs Oitii;ltdil it Ili tl it t1ie year and minimum limits (it crelits i'as-- in sch dtlc If relatingt 'adlsttl.e 
SiCCitiit act isitiCs. 
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Au III o tIe' ICi ' d !IS ;ihi'C hIave to Ie ;IpIr)0%Cd K l 'e1 . 11i1ti1LI I I.'%IeM IiitioiI. 

3.8 SC.tit0i idr to add ain;IliiL l,. s V, i 1he cI ti to Su,.Chactiit6 .8 iou e' for the piMIiiIHIenii 	 a1 1lli.1 it\ liktit, 

3.9 	 You wiII puiuisi, een tuI eli,ch i ic SecIcti iIU rcI'.jiuti2iI 
l)i isional Secietariat is i Slepillae accotutin, lh l d Ow I)i i'iu s ccrctiurs a I lewd of I)c;irtic lut\.ithsuPlpfuhtin.e 
staff licilduing an Line dctlk ,toik.:. un plu l, 

note thai n IIit', b, ntIt ,Ici'IId le I fkI2(I, it,,. tI,'I I 'u 'i'.ioins each 

Acctountit. N ini,,ties %\ill illine natjuiow l C\xrciscttnil lUtllctall\isiO' 
,


uotllcil ti'\ hut w uld elttruit rc'.pu 
to [iie )ivisional Secretari its. 

Part III 

capital CXpeindittire and stifllin., llouiiciil %\iiireain tleir crs irllilciitI~ittiuun ,i+iiluitics 

4. 	 Conventional I:rawnork 

4.1 	 Introduction 

With the expansion oflactivilies of Ministries aid I)epartinents. therc lrousethe subdivisions. regj, ialoufficS and brachcs 
etc. of such large orgainisations. Such wide-spread offices and custodians in charge haud t be rOidCel \\itfile neces'.av 
equipetnrt, staff', finances and reiulat ions and circulais governill tle tf such lesolrce+. egional .,el to, 'il tip haild 
implement wvork/servi+es entiusted to theiii hv fle eleadoffice and reindfcr statlilcits of expelulitre., lor ii',ple a 
department which has 17 di'i,,ioial offices had to obtain 17 miothil, expenlituic statelilelits hil div ;isioi;I offices to 
firalise its o\n oltnthly suniiiiiar.. 

I)epartnients had toobtain their rc.uiireilcnts of: 

i. 	 Conbined service staff fItiii the Ministry ol 'ublic Atxhiii'i'tiation 
ii. 	 Supply of general items fotm l'iicuircluent & .\d'. ,Ai'ry Unit of the Ministry of Finance (foner (.SI). ),iices 

iii. 	Provision of funds from the Gieneral Treat\ 
iv. 	 Printed forms and books frtom the Got.I'iintin, I)cpaIiienl. 

Ministries had to set out the policies and programnics for inplenicutation hy the Departments atd plolgress reports on the 
implementation of such prouirantli,. hald to be reported hack. 

The General Treasury with its specialised )epts. iof:­

i. 	 Budget Dept. responsible lorestimates and supplenentarics 

ii. 	 Payments Dept. responsible for 

(a) 	 receipt of niontlily cash f'retllst 

(b) 	release of cash imprest 

(c) 	 receipt of mithly Statmenit of 'Expendilure 

(d) 	 finalsation of atiiual accounts 

iii. 	 Finance Depts. responsible fur regulatiory work such as 

(a) 	 preparation of iauiiual 0f1instructiois 
(b) 	interpretalion of FR and revisiots 

(c) 	 write off if los ;s 

iv. 	 Fiscal Policy Dept. responsible for reventue proposals. 
v. 	 Public Enterprises Dept. dealing wilh Corporations and Statutory Boatds, and 

vi. 	 External Resources Dept. handling all foreign loans/ aid/ grants. 

These are the broad frame work of Govt. Institutiots, oine must be familiar iftone is to get his work done in time. You are also aware 
that the Auditor-General appointed under Article 153 is empowered to Audit Accotunts of the Govt. and State Corporations. Since your 
imprest are released by cheque and you are to operate Bank accounts knowledge of the banking practices is a much. 

4.2 	 Govt. Procedures 

Soen of the important procedures one should be thorough with are given below:­

i. 	 Annual estimates, formats for capital, recurrent, aiid foreign aid estimates, supplementary estinintc.;aud FR 66 transfers. 

ii. 	 Votes ledger and Statement of Coiumitted Ixpenditure 
iii. 	 Monthly cash forecast atnd the flash report 

iv. 	 Cash book, bank reconciliation, pay sheets and other disbursement records such as Vouchers, with supporting documents 
certificates and Valid receipts. 

v. 	 Monthly Summary of Revenue/ expenditure titthe Treasury and the need to reconcile accounts imionthl). 

vi. 	Annual appropriation account and audit thereof, 
vii. 	 Storcs matters such as Tender Board Procedure, Accounting for fixed assets, stores advance accourts, stores records, 

annual verifications of stores, reporting of losses, write off of losses with requisite authority. 
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Kniowlcdge Ihi le existice oit tel.e ItiNti I tiu hiI /11/it IIsItit and Ile tl.I+ r di\,i%5Irai icit itI\hichl e IhI; , ,I I m ice. vi I+,iOeIlI 

tlseftll s lis"s.in ilslanc .hen such ied 

Shili'. ,),ill the lllIleliction I i111'.., lh \liit litiike IreqIues,+Irii:cditilCs. I e 111 Iiiis tse itlil is W.ild tlhiiitl ih popci .lstilte h taii 

of e 'ai.u tiI.CijtIIdiid ii i I+ii iii i) Ie ieiirIlC f i c iI O ttif i +it.
 . ieatiiin, together With i .iCe. IFR 66 traiisf n 
appl iuous)
 

Now yoi wxill ohseit lie nete to ht1;\ lhailotil wilkinie kriwlede ilf.or own depiruciiill. velk11 I'leiedti Itlilhi\i1t 
trasirx oiler el irln tcisections oii7 lile T vl tii ct elltjst i lir kiiox\ ICic it' idandl fa . e hsji s it 110v1i1tlcli1 ill xhich l +viii
 

de'liarltieit is set.
 

l'xtract Irom Ch. xvii of' the Cons( ittioii of' the )emocratic Socialist Republic of'Sri Lanka 

CHAPTEIR XVII 

FINA 'NCE 
Clllltol
of ParliamniitIt 1-18. llla;litn ll;dItlt ciii11llcontrol met 'iuhlcfhiitiine. No trx ,. t ;iitv olhr levy Shall lie
 
per public financ. ihtosed by allyi c:ll hil *'ij l m literl l.\
t ,+rit iv % l lloil excpl by 01 ltlcil tlie iiiliiit ofa lm - dii\ lax 

Iy Pailiament or oIaIn'isllnL, li 

('ti solidtted . ( I) ile I ull, I lh'l'ltiili .'lit alloc;It'dh\v It .L'Cil.i+ ' sOhi l It il+,('tistluto S lu 1 s ll iLlll 
lll ld
Fuld itll i sih hi] lh.' t u ( Iuall s Is t ill' i1 t ter IL'\L'litIl 1111"; I (I, lle if l iipis ilitiLS ;11 

rc+cci.'pls tu!'lhik i.I1OudtLd t1 IV't.'l~iIIOw.+.srcplulilJottt u 


(21 Thill ltl'sltIi 1e1utulic oli.sii kiiw, ttit I . 'tL+IS. Adlt+.tllhu l iii IL'xlin,s iui -chiltalIt'+ L li 11+,C.ijIl tl It~ilh tl ti '\ 1+d+IlH1.lhC COH,+,'I ll~+t'l+lllllh lc('C I1J d 11111thur ,+ , ilillfltltl1 

t .vdetellLt' shtill he L.'tr, i ith ( 1'.IhilIuttl hlld. 

Willhrx\\id it (5(1. ( I ) Sit\ ;iSt11i iN,' .I\ I it il ,,u' .. C\ t1)1L' It ih.1 t i ;tl I IantIt t I k l ' tsi.Sumshill le-\i0lN tt, 

l11ithd.I(ii11 \vjlhtlhrim ll ti ll ii.llFuiiri il 1 \ (I
L. (' s x'\ u l l Il.' ii jlll u \\Mi1 l11111111 i +'11;1i1l 01' the
 
('tit hlelld chuiiree hti 'ctOf ];i T .
M inister inl SIt 

(2l Noit ch ilt lill'l li lln l 11111 I L' on.tlull lilim.m I, i h ,iiL sh;r , Im t l h1,i.t'M ic ik 
" 
g'illtd IIIsle l,,i L iei IiIc s1 n dili iL ',.hi,'hilhl" i'Ill Ittih elc (ife 

mt' iiid ,1ili' Lx tb o ll t te\\ i::\%:lIr\,',,Ct\ uh Oll 11hCt0Itll hiL\ L -1,1 Tll,I t"'0,1.tlidhltcd1:1ul1d. 

+
(3) \Wht.Cu ]PICNI(Il-.'l Pl'liallicrl hc'h1,++0h1CA l'I+ ] ll t 111'C"lrlt leu d~i,,Okl+<+N+ )OI)i.,1101ithfi1W Iu i \.. h ,
 
,,
paissedlintoLm .lic 11,1\ litleU+lPtlti;I111cilthil\c+ilI ' p m all Ih ,ll"IlIllNlhll % 11);ltdc. Sol~],11 i/.+'+' -11 ill 

tl11HhN +ik:1~: li (l lh\I)CII 01 S he 111 i dC 101 ' h
+\ 11 .' t 1ltll IA MllIS ON <. I l~ m \ ]' I1 111 it1111NL')icl

untiil Ilie xliii of ;I iLlijid 01iitieCJ 110111iele fijl li l ienill 111011111S 0Oil M u le iit'xx is 'i Nuuliii od I 
Illi'L'i. 

-13 Finaily of' accouints 

You have to bIew_ leil' t le iced TII apilpor .iii llt jl.ielato li aiiilu l Iccoiit adi++,. illltd6ei lI li',ti d'd l iii I 1,t;l;Id tli It0 ll 
aintli c A lil.lll xxrillt of e )[tIlecotlat - olossesI. ill i. lie e.ithoul lie anne. Ilpitliit iil icLc tlIll e.xcesse Iii 
"Urlpluses Oon roliHsiollS Shtild lie well\xuIiiuled. 'Ilts. u.COItiiii %,illle ;ulitedl h tle ALditor-( ieicuiji. \\ho willImake hi. 
repolts Itthe Pal utuciut. 

lublic Accotllltit 1*t'I il extlmiille tihe \ttlIitOr-(('umii e th l aitiltl will W \ tl Cpe ;iiete ;l tei t ii exCI itit uiil adxanc 
iccoutint activities. \0hei theI cild t tile ID)epazit uit aid Ile Chief 'Acunicitnt have o piesetIt thi1i iselves to exilin Ifiits. 

(ltoiittee onl lh'ulicInt'rllses, of the iliiieinnt will examtine [lie Audiltr - (General's reporl oil State O(irIIOiitiIS whieC 
('h'iriai and Fintice Maiiaelr have t he presnt thlsel\,s toiexplai Illillhs. 

This yiiui Will see hiit ill)ic'oilIll is ill\uVdIfhrit hL pIinlt of cstilitating Ii1se.r\icestorentelring of ainniual appropriatiit
accounlts thr voted expeltilitnl,, ind hihll, sheets hr aultlce aceilclunt lctivities, settling audit queries and hitalyl aceeptance ti 
tepli hy tlhe itl .c lirli 

ixtract rom liet 
Colstitutioin of'the )e1 ca'tic Socialist Republic foSri Lanka 

regar'ding Creation ofitonigenciesilild 
(I) \Vh leelie Pre.+it nl f,,Is's ;ill'iti1tlilild s dtleI (tieC .;tieelI+ia 0i (or al( ilili'leetiotn thle
 

Iliv uInless c;ld \ l
lesidl.it Palllilltei(ll dra e l'riixjttoll in 11111lhalf. ,It +li lie ito,ii'e Issue llthe 
('onisolidated Funtd cunl ttilui sins'Ilaslllilh lll ;lie ep\ie ofIs th a toistiltiitl t lhe. ouiet.('tt111111ii 
of ilM jo ,.cot itlr I'C uS.irx10ri 'h 'utlto , . .I
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1-1)9. trayIhy liw 
Contingencies Fund for tie Purpolc it Plroviding for urgent anid tunl rct.cn e\xlcnditure. Funtd 

151 	 (I) Notwitiandirig ansy ilfthrel'rerviins of Article Parliaret crate .i Cotinvencies 

(2) 	 The Miniter il clmr.c of the suhicct j linanc if smtirkieud, 

(a) 	 that there is need lor atr such experuitire. and 

(b) 	that no provision for such expendiutile exists. itlaywitlh tie colns-t of tile President, autihotrize 
provision to be made therefor by an advance [he ('ontingencies Fuld.o"Ir1 


(3) 	 As sooni as possible after such ldvairce, a Supplementary listilirate shall tie presentedevery to 
Parliament for the purpose of replacing- tire ailoinlt SOa+dvaince.d. 

152. 	 No Bill or I1t+106011, if or Special provisions asRutho0izing tile dlisposal lie inluoitioi chrgeLus ulrni, tie ('unsolidlated 
Fund or iotlher funds ,Oflie Republic. or tile imiposiion igllllli llIort hotills al'ectingof any tax ol tile rep al. r1redurtcioli of* 

ainy tax for tie ttle being infrce nhaill ecelt by a Nlini.ter. unless such Bill or recveirI Ieinlroliced in Pal liamc'nl Public 

morttiton hIs been ilipi\d tile by tile ('alrhilel o Mhiuisr or il such raner a the ('abinet of' Nliisters 
axily
autlhorize. 

Several instances requirin g resoliton ol'Parliamcot 

I. 	 Revenue 'rotecthiAct 19 ol'1962 

Act provide,. fortIe Ninister ofFinance ti Irmake Fiscal lllretrdrnlelts which are ti be Gazetted e.g.. levy of cusloiris duties under 
tile Custoi Odiiartlice feli. 235) if the legislalv enacttciIlls. 

2. 	 Turnrver Tax Act (t of 198 I 

To aierid tire rae tfturrur1vcr tax payable fIna pirticular setvice for tire Fiscal year. 

3. 	 Incrome Tax Act 28 ifl 19t79 
)
S rh . .7 ttoi\e e tr changes inrate (i'taxes,c I f119198 9 I'm tleyear.tliccSurchareT inI. T 7 o7 


Surcharge ott W. T.8 ot 1989
 

4. 	 Finance Act 38 of'1971 

Provides special futirds t receive Vohrlatiry Contributions in Itiotcy made totile Govt. for charitable purposes and gives tax relief for 
specified investments/ donaitis. Vide ',,nrcxurcs 3 

5. 	 Trcasury Cci(ificatcs I)eptosit Act 9 il1989 

lorroswing money through certificatcs oif deptosits issued urn behalf of the Governmeni. 

EXTRACT FROM THE FINANCE ACT 38 OF 1971 

PART IV 

ESTABLISHMENT OF SPECIAL FUNDS TO REICEIVE VOLUNTARY CONTRIBUTIONS IN MONEY MADE 
TO TilE GOVERIENME 1NTFOR CiiARITABLE PURPOSES 

25. (I) Antry volunary cntribution made It the Government forany specified charitable 
purpose may be held in deprosit intre rr mre accounts in the General Treasury or-in nity such 
Kaichieri in the Island us tiaslie detertined by tire Minister of Finance. 

(2) 	 The expression "charitable purpose insub section (I) ineanis 

(a) 	 Iie relief uf poverly ourdistress, 

(b) 	medical relief 

(c) 	tile advance alount of education or knowledge; or 

(d) 	 airy olher purpose lienficialtothe Public or a section of the Public. 

BEST AVAILARl1F CO'"y 
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lbiIAMI;N'I'ARtl' CON'I'R()I, OF IBI,I('FINANCE 

Parlialnentar., Crirririrl PIhlic Flirnce ,rr roln cion.cept "l\er tof public plseof fses tire that rcsidcs in al liarirent and tire 
Constitution states that" ParJianrient shall have f111corirl omsir public finrnte. This Irearlls lhat the icX,.' Of ll tawts and 0ller dunes and 
expenditure therefrom are subject it) l'arliacntary ctrniltil. A v)Seln nl cornitro] ha, hetnrCe\ohd which is ctmmotion to all tiePalliarrulntary systellls o 	 ihccsu il jrrrOl(hi\'erriiertl which enslllres ct'rtailn chee"-, il l \toi ntrirrelen tl Iallirmlnelnts nt'rvr ihlie 

purse and For the delinite delectiolr 	 itl all excesses. The s\ sten Ixa'ically conrrli-kc of tiee 'tacs - /.. 

I) Control belure tle event ­ llior apploval of Parliaricm nt '111financial lnhoplnnals , litcIr IL-'Cinte il",xpl itrle. An iloIIn,lltl 
leauie is aippinnvmal ,rIch iranlted l ]iopntsais, insteadthat 'blank' a is [Io l inir 'il approval is 

lN'lteti slpif\ iron l'tlil1. penill tlnnltthal be lCviCed or eptrendcd and pn)rrr11o.Cml;Irairliurn can 

,(2) 	 Control during the event - Culrrent checks oi activietic.'. Parliruentn nlake ruseof eectltive agencies such as Treasurry lor this 
pulrpos. i, this conveiottn that has placed Irca.,sry cntrol in a very imptrlanlt pnsitim over 
firnancial actliities of,(ovel'llllel )epallienrts. 

(3) Control after tile events -	 Crmprises the tirwirr: 

Strbrmissimit Acciunts Audit o Aecounts hv Auditor ( eneral and xaminarti of ihe Audil Report 
ly PAC arr COlE. 

2. 	 Provisions in tire Standin Orders of the I lhou. 

(i) 	 Standinrg Order No. 125 

(I) 	 There shall he a Cotrittee or Public Accunts consisting ofil0 members. 

(2) 	 It shall he tie duty off tie Coittirritee ti examine tile accounts sirir\\in tire appropriatin of the surts granted by 
l'arliament to ricer public expenditure ;rd such other accunts laid befrore Parliamtrent, arlonrg with reports if tire 
Auditor General threrirrr and tire reponrts if the Audilor (;encrai or loceal Autirrities. 

(3) 	 'File Committee shall, frrm tte to time. report tr l'arliarrerrt Oil tire acCrurLs examined, tire finances, financial 
proediures, pcrierrmance ard illanacrlcll gererally of ar\ I)CIrntrnr.rr, I.rcal AtlhOrity alld Olally rattetrarising 
therelrrom. 

(4) 	 The C(inlniltee illav Well it currilcrs rrecc,'siy apprrint sib-collrlrillecs ot its iA in rmemers to examrrine and report 
(n all accOrurrrS arin ihe irrlrrCS rrrt rrrarrarnerrer rr1sueir i)epatMnrerts arrd Ical Authlrities as tire Committee may 
direct. 

(ii) 	 Staing Orlder Nr. I12 - I-xcesses 

I) No rrrotion il respect ofi a granrt of mnoney lre tie services of it financial year already (hereinafter calledr ended 
Excess) will he errtertrirrCte except il tlre circrillst;rr[ces setlout ill paragraph (5) nf this Order. 

(2) 	 It shall lie arrinstructior to tire ('ormittee or Puiblic A,.ccritrs that tiley (r0 examine alry Excesses ir any Project of 
a Progrrmre and State in their wprrt whethier the I-xcc.,,cs INon the Prongranmre or only one or mnore Projects rl'that 
Prorgramrrrre. 

(3) 	 If the I-xce,:. is irrr ric rr :hire Irriject., nnrv. tire 'mmritle siall inquire whelier tire Ixcesses was incurred within 
proper arnurity ard with (uie rcgari l ccIrrrNr arid ia ;.. ied shall report acctrdingly and no lurther sanctirn lor 
that F71cess sal1 he required." 

3. 	 '[re ibove represent sltuhtry" reurireents. It sten l irrrll of\ruld 	he ' i tlhee are rol crmprrehensive tile point oi view 
!.\,,. r,:ri'complete control. Therefirre the "rnissing links" have been e I ri ,.im, nh,,srrrt"< 

(I) 	 Orre ftl e prirriple ati istrative rncsure', is Ihc .. tn of'the (;rernment Finrarcial Regulations. Conctrrent 
cortrol over tie financial activities is achic\ ed ' ,t i t ,I:.. r 	 i tithewe regrilatiors. 

(ii) 	 Twr other impontnr instiurtirms are the ('hiel . o. iti. l'licers and Accurting olicers. Conturre;t contlrol is 
achieved thrrtuh these official,, as well 

(iii) Finally tire rnrrst irrrptrilnl instiutirr is tire ['r,'arinv. It L t i'. ieflirc the event control by tie examination of 
finarrcial prIrprsals. concrictill control by ig uhrlcctkse,. rrlinrs ctc. on financial iatters specifically or 
generally tihrugh TrCastry Circrlars grarltirrc varimnir' nilrhrolies and anioun ls suich as write tiffs, additional cadre 
etc.. ,lrd surpervisirr over acconrts. It ahi exercise. allt; in eVelt Crr(rll m'ycllrrpilirrg tire llrlUrl ;ICCOLrS. 

4. 	 EXCESSES ON VOTEI) FUNDS 
"Excess" is definred ill tie Starrdi r Ordcrs is tire granlng o!' money Ir tie service oi a finracial year already ended. Where a 

departnmen has exceeded tie nreys sareirirrl \itthul proper aIrhOriitv. it sirrtiuin be rellecttd ill tie Apprrpriatirr Accounts as rt 
Unauthorsed Excess fur prrrpre ,lurdit. The I'rilic has In(,1 rcCrrnts ('rrIllte examine tire excess atd reprrt uirr it tr Parluiament. 
Such excess has lo be rrade grmd lr, a srri renrnny grrrlt hy I'arlilrrch 

Irr lerrrs iil Standin )rder 132, tie Ilrhlic Accntrs 'ominlliltec ha, ti e;arninire rlry Excess i any Project ira iPrrgramme and state 
il its report whether tire -xcess is oir tlre i'roirarlrrre or unly tre ni rote IProjects l tiat Prrgramme. If tihe iller is tire case the 
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Cofnntitte Itust inquire wvhether tile Excess ,.'as proper aithtitv and due regard 1t cContItV. If sltisfied, theinctred with illi 
Committee reports accordingly and iltfurIter aclion or that E-xcess is rtuire+d. It ilis not so sitislied, the Coollitte has to repoilthat it 
has disalloevd the Excess or so touch of it as it thinks fit. 

Whenever the Public Accounts COIIIIiltce has repolled either that ;anIExcess has beenI incutlred on atlrograllit e or that it has 
disallowed certain itc11s of expenditurL', a IlllltiOll Pols.c iiilt a ("ollliiltte to consider a grant to ,ood Excessto r iirlianicnt tllke such an 
or such items as have been disallowed [ilay be pIt On the Order Paper by the Minister of a by ThisFinaice fOr Coinsideratitil 'lrliaiCnt. 
motion is knovin is the SuplefdCnti\Appropriation iotion be entertained ycars friom31st' hil. No such clihowever alter two 
Dectmber of the year to vhich theFxcess relales. 

5. POSITION OF IUBLIC CORPORATIONS 

The scope, extent and slages of control over Public COrp+oralti;tis arC stlutory laid dowtni iart I of the Finaitnce Act. No.38 of 1971 
The Secretary to tile Ministry exercises supcrvision and control over the Corporatinit in his capacity as the "hicf Accounting OffIcer. the 
Chairman of the Corporation bCitig the Accountlin Officer. 

The stages of Pirlllillcltitarycontrol ill re ard to liills iIc'ry similar to (fierltlllllctand grants to Public Corporatiotns tlolo 
Departtetits. Firstly,requests fIrmoney are iclude..d utder tle 'togrtutttnes if 'le relevant Ministry' il file hraft Eltimateos of 'le 
Goverintett. When tile Appropiatiol Bill is pIa"sed hy Palliattent~l iionCys arC rCea,,,.,d tile relevatit1 toie COI)OliratiOtn h Milistry. 

For (lie -Urpos;tit' its acctntability lliaieit the Coiorltiotllthi iIlatiM its ;Il:Coli ildischaigin to to + S AItI iec d of" c;+'h 
finatciail yTil aid tenders IieCIII Itiidit witlhi itrpose. The Attditiin 6ctictal th.lfla't examiines the accounts illt the tiie allotted for tile 

accordance witt thte plroisiotis il tile conLstitution and in the [itiance Act. I Ic subtiits his tlepolis to IPlrlialetli htich me icfeoired. by it to 
the Cotmmittec oii Public littcrpriscs or its examinati o this is a Select COIttIiltCe It 'ailiaiIcit iaallel to he Public Accounts 
COilltiteCeeit'LlstCdwith the task of examitiii accouts idAuditor ( ineral's Re loits tlhlcotllof Public Corprationls and tidelrtaki i 
vested it te (hiscrnment. The Staidin Orler 120 IElquiitCS this CotiuittetCC to examine their budgets and antinial estilalt.s, ille fiimic., 
finaicial procedures, perl'ortnance and ititaceltient enerally in additioito tlhe accounts and the Auldilor (eierals, repo'lert;s ihcreot. 

As vith the Public Accounts Coillniiitce, exatlinati im by this Coimmiie to is h\ intelo atit olf(hictf Accotitiu ()hficer ttd 
Acciuntine Officers who inlthis case ae [lie Secreta,, tothe MiiistlN iod lie .hariian of ihe (Cotortliutoiu. ()t cotchlusiton ot[ lie 
examtinitot. a report otlthe more itpnlrllttit issues thtllaose ill the cotlrse f lie. evidence is prepared b (lie (itlllltte tntd Sulilttted tio 
ParliameiI t lone willits. tibselivations and reci.'inniiettitts. Selectiit 15 (1tihe Fintai,e Act tetluites each Public .'i iioritiiin to gire 
effect to such recoit[IletIdatitlt of this Committee as iay be determtuinted by) the respective Minister. thereby CiipletllLg Ile prIocess of 
financial control as itstituted by tile Legislature. 

, 
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PUILIC FINANCIAl, CONTROlL AND REGULATIONS 
Public Financial Coitrol tooiistems f'roilite (o'01stifutliinal provisiois. Article. I,1Xvests Parliament with Iower of'full c nitrol over 

public finance. Ilowever, it is the -xetti\e lui ulihIDlls (oer'l\lIlent husiiess. Thi lItter seeks Parliaientarythe iltitutIlin anid rills 

sanction in all lmalttes of Public Finance.
 

1.1 The Cabinet ofilinisters 
Arl. 152 which rcluires any proposal alectin.g Public fin ance to be ppllood by a minister if it is tolrcCCive the consideralii of' 

Parliament also requires it to have aplovll of"Cabinet. Clearly the Caline! has tilehighest say illInatters of"Public finance. It is tile 
highest level Tender Board tio. 

1.2 The Minister ofFinance 
As inmany IParliaiieintary democracies, inSri I naka too, tileMinister of Finance has primacy in maitters of I'ublic fimace. 

Iledelivers the Budgct speech
 

presents tile
Budget speech 

presents the Appropriation Bill
 
-itoves SurppClniearv EsitiiiCS resolutioLn inl'arliallent
 
Sigins wariants ril fulds.
,,\ithdrawal of( o\ t. 

The appropriation Bill elipowers hit to boriow moncy for expenditure on public Services.
 

In tile of'his IUictiOns [lie Finance Minister is assisted by the Genieral 'Trcasury as lhe Principal
discharge l)epartmct under him. 

1.3 Control oter (;oit. Departmenttsanid Iinistries 
Applopriatioll I.aw and Ihltfgettr\hile tile prulcediire Colrtrols itlargc Ili;iIf' fitiancial activity in Govt. )epartnmts, tilefimancial 

regulatin sspell Wllt ipruCCd ilal culir10l.tile 


Contrtol is IISi lhtabout by (lie alf ointmtcl ,.fSccutariCs toMinistries anI Ileads olI)clartments to the role oltty as Chief
 
AccoUItting O)fficcrs and AccOTntiu OllicCrs resiectiely.
 

1.4 ('mitrolover State corporalios ttud StatltorY Bodies 
Corporations and Statutllry Bodies function ultimatcltl uider iiisterial Cotoirol. The Secretary to liteparticular Ministry is deettie
 

the Chief Accountin Officer iniespect ot'the State ('oporation, and any (;ovt. C'ontributions to capital is voted under the I lead oIthe
 
Mitnistry.
 

icuterally the Colporatiln adfolt lit (hvt. FIimncial Regutlatills plumtanti o"adfit their uwn regulations which mecmgnise tileblod
 
principles of ileGovt. Financial Rciulailiols. The Minister can piscri e financial rtules tr [lie ciorporation or require cmiiipliance \ith 
Trcasury instntimiiis. 

1.5 Ihe inaiceAct 
The Finance Act No. 38 of 1)71 spells out broad guidelifIes fur Financial mmuagimlC1e the Public Corporations. Principal aimlos!
 

thcuare -


IllinimaClllet
of finance \ it a viev tio ensure thIllithre is IIi nlet deficit over a peruid f five years. 

pr ionllts pliolrpeparation of an annmual budgel tricme the comlnencemnlieit ofh l Financial Year.
 
App oval of \6i1iseir-in-cmar.ecollcnrence o'Minister of Finance, for capital expenditure over Rs. 5001,(0
\ilh, 

approval of Minister-ini-chiree with -'mctllnrlncc f'Fiaice Miiiister liir investllets outside. the Corpiration 
approival ofNlitnister-ii-charge, vith cllcilllce ill Finance Minister for Overdrafts and borrowins.
 
Mlainmteiance OIfaccouLits oil icciua ilriliciple.
 
Audit umfaccounits by the Audiior (choral oir by qualifietd auditor unler the Aiuditor gencral or by qualified auditor under tie
 
Auditor General's contiol.
 
Appointmen 
 where det-filed fit. ml mther qulalified Aiudfitor by (lie Minister iii consultation with tie Auditor General. 
Necessity to frnish accouls montis froi end of Finanucial Year. 
Furnishing of('hairman's reply itoAuditor's commetits ol steps le proposes it)lake within I0months from the end of 
Financial Year. 

1.6 OtherStatutory Controls 
Apart from these pouisioms of tic Finance Act aity provisilins coticeriting Finance, Accounting iir Audit oifccounl,tscolai led il tile 

Legislation under which the Corporatiiii is established have ho ecomplied with. 

The Legislation canI be -the Umbrella Acts ­

(i) State Agricultural Corporations Act 
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(ii) State hindiisiial Corlpritions Act 

(iii) Stle Trading C'orptorations Act separate Acts estahlishin lie (oll-llr;itiOtls. e. g. - or tile 

The Ceylon Transport Board Act, Ceylon Cement Corporation Act. ]xpoit Credit Insurance A lrecsaiples, 

i02 FINANCIAL ACCMIJNTAIILITY 

in FR 124 ( the Minislter ofill'inance is charged with the raising (it reve.'nu:e ald collection olothe." ( iovernitlezt lonies 
As spelt out 


and the general oversight of all the financial operation of (itGovernctnt.
 

2.1 "'reasury'srole according to FR 

The Chief tliclion oI the Treasury is to maiitmail control and exercise supervision over (Is , cioienl fiuMnce. It has also lhedoty to0 

up asatisftaclory system ofthancial aditinistratoion with regardl to ­set 


ACCOL1 U1.1I1Cy 

Security, md 

Responsibility 

ftlliclioils to particular officers.1nancialThe responsibility of the Treasury is not cII tailed ks the Statilory assiitteIIt of*fI 

The ahove fu nCtiolS incltide 

(i) Iproviding for ippointment Acct. Offhieffficers and Acoiiunti Officer Md detertinting their resl1tmsiilies. 

Aect. (tlficers.(ii) Coliiitinuicatin and intelrpreling decisions of [inmice Minister loChief 

(iii) Exercising sIIperisim uscr the Cotisolidated Funds and other (hii. funds aiid Accoutits. 

(iv) Satisfyinlg that l)partillicils colply with Finmnciakl Regullatiiins. 

2.2 Treasury Control Stages 

Treasury control over other (ovt. I)epartliettt s clearly itnti il'est t tile followin g stages :itlinslinces. 

i. At Istimates Sta'es 

ii. Iprst control 

iii. Cash lBahice Control 

iv. Accounting systenis Control 

v. Accoutit Title control (in the Chart of Accounts) 

vi. 	 Control over Bank operatiotis. 

- Imposition and Supervision of Iinaicial RgultllitIis and issIte f'Circular instrtctions.
vii. Procedural Cintrol 

2.3 ChiefAccounting Officers 
itid 

F.R. 124 (2) designmtes All Pertimtent Secretaries (now Secretry) to the Ministry as chief Accounting Oficers ofthe Ministry 

delegates to hiimthe responsibility forSupervisiig dealmrtmnial financial transclions subJect to direclios of tlte Trcasury. 

matters a Secretry is enabled to discharge his
Thus though the Treasury retains general control over Government Finaicial 


COnStitliotiMl rcspiiIIsihility of supervision over finanicial tranisactions of the delparmtiits under Ministry.
 

2.4 Accounting Officers 
Accounting Officer iii respect of all liamincial tiaisactions of his

F. R. 125 (a) designates the Head of tihe I)epatnmenit a tile 


delpartnietit except where Treisury has iide other arrangetnents. and ils
such he is itloitediately respoisible to his chief Accountilg 

Officer. 

(b) Also each Clicf Accounting Oflicer is also desigialed the AccoUting Olficer Ir tie Ministry Office. 

ire also
(c) Trea.|sury, also fiott litte to tine desiliates olficer reslponsible for prepratlion of lislitules of Revetne who 

ultilnately responsible for any ,vriatiiitis between estilates aillid actual collectioits. 

2.5 General Responsibilities of ChiefAccontting Officers 

A Chief Accounting Offlicer is responsible for­

the aidequacy of fiuitincial adiniitiislratii iliall departilICits under the Ministry.i. 


ii. close exantitatiot of prop isals fur new or increased expeliditutre. 

iii.Seeing thai all Ileads of l)'eparmients utider the Minister retder their Appropriation Accounts. 

iv. inaintaitting atclose watch over Reventue collection. 

Accounting Officers2.6 Duties and Responsibilities ofRe tenue 

ieis responsible for seeing that ­
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i. Revenue estimates are prepated as completely a1d accurately as possible. 
ii. The Revenue Account is prepared atend of each financial year. 
iii. lalfUyearly returns shiiwi g state of progress are furntished to the Auditor General. 
iv. Special arrangemet are made for collection of Revettue and coordinating activity within the Department. 
v. Rates and taxes ire revised when necessary. 

03. PUBLIC FINANCIAL ADMINISTRATION. 

3.1 LegalAspect 
In Sri Lanka there is no separate law providing ior Financial adtministration of Govt. Departments and Ministries. 
lhoutgh they have no legal back up. Covt. linancial Regulations hl\ve been issued under the Authority of the Finance Minister and 

are stated to have had the approval of Governtienl. 

Traditionally Departments have recognised tie principal role of tle Treasury in the sphere of Government finance and adhered to 
Financial Regulatilns. 

Non-compliance with financial regulations by Public Officers cannot attract legal consequences but they are eiforced throughemplover-employee relationship. Serious and willful violation Catt tave disciplinary cottsequerrces. Puhlic olficers accept appointment
subject to their observance and are relnrntded of their appropriate on occasions. 

3.2 The Regulations infirrce at present broadlycover the fillowing 
i. Authorities for IttdituLirC, Refunds Write ofTs etc. 
ii. Financial tinagntnriti and Accountability. 

iii. Receipls. 

iv. Payutents 
v. Custody of Public troney etc. Imprest & Bank Accounts. 

vi. Accounting 

vii. Advance Accounts. 

viii. Divisional Accounts. 

ix. Printing and Publication. 
x. Supplies. Works and Services. 

xi. Miscellaneous matters. 

3.3 Their Contentand purpose 
It is not proposed to discuss here each FRR one by one. It is helpful to appreciate that they ­

i. lay out aprocedure 

ii. provide guidelines 
iii. prescribe Ile authoritics necessary to be obtained. 

iv. detail any limitations to act it particular instances e g. 
in purchasing Govt. Dept. requirements
 

in calling for Tenders
 

In calling for Tenders.
 

In initiating Advance Account activity etc., 

3.4 Framework 
The regulations taken as a whole require public officers atnd Govt. Departtments to act with prudence and established procedure,

encompassed by Parliament, the Treasury and tie Auditor General 

Their initiative is circumnscribed hy 

i. The larger fraitework of P;orliatentary control 
ii. Next the framewotk ofTreasury control 
iii. More approximately Ministerial control and also 
iv. Departmental control 

3.5 Principal Criteria 
A cotnprehensive reading ot he Financial regulations convinces that it tries to ensure live main criteria:
 

Propriety of Expenditure and Revenue collection.
-i. P.T A.,.' ! !AB; c Opy 
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ii. Regularity of !he procedure. 

iii. Legality of th charge 

iv. Safeguard of assets 

v. Due economy. 

vi. Availability of funds 

These run through the ERR like a silver thread. 

They spell out - financial Manageivent and accounlability 

an Estimating and BIudgeting procedure; 

An accounting procedure; 

A Supplies procedure; 

Accounting for Advance Account. activity 

Printing publications procedure as principal matters. 

3.6 Nature of Contro! Established 

Many Public Officers and Govt. l)eparttnent feel that the RR are an external control, enforced by the Treasury aid supervised by 
the Auditor - General. 

But these regulations are applicable with equal force to the General Treasury and the Auditor General's Department. One tlerefore 
quickly realises that they are really an Internal control system. When all Govt. Departments arc reckoned together, the latterare only 
different establishments of the one large organisation the Sri Lanka Government, just like tile a :edifferent trading depaitoentsuf ;,' 
Public company. Tlherefore 

i. auniformity of procedure, by and large, 

ii. guideline for action. 

iii. prescribed authority etc. are desirable for sinooth flow of business. 

Internal Control 

As an Internal Control, the Financial Regulations system try to ensure:­

i. Conduct of business inGovt. l)epartments in an orderly manner, 

ii. Reliability and accuracy of accounting and other records; and 

iii. safeguard of assets. 

ACCOUNTABILITY 

"The obligation to answer for a responsibility that has been conferred. It presumes the existence of at least two parties. One who 
allocates responsibi!ity and one who accepts it with tie undertaking to report upon tile manner inwhich it has been discharged" 

(Canadian Audit Manual) 

"Accountable" means "liableto be called on to render an account'. 

Any person who is wielding power should give an account or be accounlable to the source frot which he derived power. 

Accountability is posterior- Review of nor ins & standards. 

Control is priori - Norms & standards pre-determined. 

Controversy between Accountability & Autonomy 

Arises from delegation of autliority. 

Relies on a systen of effective Communication. 

Essential feature of democratic Governments. 

"Power emanates from tie people and is to be exercised iii trust for the people." 

Ensure that the elected representatives run the affairs if the state according to peoples wishes. 

- Accountability to public is ensured through periodical elections.
 

- Each level of executive is accounlable to next higher authority running up to president.
 

-

-

-

-

Government goal split up into definite tlsks. 

Review of accountability staterients. 

Budget debate - Allocation of Funds. 

Consultative Comiittees - Review 

Ii 4 Z 
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Questions raised in Parliatment.
 

Information to Parliament at specific request of Nip's.
 

Accountability through suite audit 

Why should there be an independent audit. 

- Audit report is an unpalatble commitriodity.
 

Audit - prevention is better than cure.
 

Anotner justibicaltion for audit is the concept of ac.Ouintability.
 
Audit to Lencrale contidence in the systenm" of accountability.
 

Auditor General is the independent auditor oftihe Parliamennnt.
 

"Without audil tto accountibility
 

Without Iccountability to0control id
 

Without Control where is the satl of power"
 

(R. L,.Norinnanoti) 

Audit is ;nnindependent assessmnnent of the discharge of accountability.
 
A comprehensive iccountability covers regiularity, econotny, efliciency and effectiveness.
 
Accountability is generlly discharged by the submission of' statements information by tie institutions concerned to the
 
interested partics.
 

Governnenti Deparltments 

Power of the purse resides in I'arliament 

Nor tax, levy etc. can be charged without the prior approval of Parliatnent.
 

No expenditure can he incurred without the prior approval of Parlianent.
 

Control by Parliament - Blefre the event.
 

During the event
 
After the event
 

Control through Ministry of Finace aid Treasury
 

Financial Regn!ations 

Appointment oi AO/CAO 

Maintaining Centralised Accounts 

Issue of specific directives for special purposes. 

Audit by the Auditor General 

Statement of;assets & liabilities 

Appropriamlion Accoutits 

Revenue Accounts 

Advatce Accounts - P & 1. A/C, Balance siieet etc. 

Audit - not defined itt the Constitution 

Macro Mandate
 

Allowed to tile discretion w *ll"
NI , r ( Jcencrill 

Gttided by traditions ind aidopi,in ,c'ropments in other supretne Audit Institutions. 

Report to Parliament within 10 mrionth,;, 

Examination by the PAC 

Recoinmtnendations I Parliarment 

Action ouitheir reconnrendmtions - Treasuty Mintiles. 

Public Enterprises 

Defin~iin dimension - Owned by State-Public 

Enterprise dimension - FIstiblshrncnt of*aCorporate Personality. 

Putblic Corporatin nicmansany Cot porition boird or other body which was or is established by or 
under any written law other than tine with funds or Capital wholly or partlyCompanies Ordinance 
provided by the Gotrvernrent by way of grant, lan or otherwise. 
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Includes - Public Corporations 

Public Companies - Owned by Governmuent 

Controlling interest with the Government 

Government Owned Business Undertakings 

Advance Account Activities. 

Establishment of Public Enterprises; 

Certain special Acts of Parliament. 

Umbrella Acts 

State Industrial Corporations Act No. 19 of 1957 

Sri Lanka State Trading Corporations Act No. 33 of 1970 

State Agricultural Corporations Act No. I I of 1972 

Companies Act No. 17 of 1982 
Business Undertakings (Acquisjlon) Act No. 35 of 1971 
Conversion of Public Corporations/ Government owned Business Undertakings into public 
Companies Act No. :- 23 of 1987 

Control over Public Enterprises 

President 

Prime Minister 

Cabinet 

Ministers 

Ministry ofFinance 

Public Enterprises Departtnent 

Budget Department 

Accounts & Payments Department 

Committee of Development Secretaries 

Annual Budgets include Capital investment requirements 

Setting up of limits of Advance Accounts 

Review of Annual Reports when laid before Parliament 

Right to raise questions in matters relating to public Enterprises 

Committee on Public Enterprises 

Review of perfonnance 

Review of Auditor General's Report 

Audit: 

Auditor General the auditor of Public Enterprises 

Except Public Companies formed under the Companies Act 

Audit covers financial and Performance audit 

Finance Act No :- 38 of1971 
As a means to ensure Accountability 

- Section 7 (i) To be managed so that the ultimate surpluses shall at least be sufficient to cover uitimate deficits 
over a period of five years, 

- Section 8 Preparation & approval ofbudget not later than 3 months prior to the Commencement of financial 
year. 

- Section 9 Manner of determining net surplus or deficit. 
- Section 10 Appropriation of net surplus ,. - ' RI F 

Approval of relevant Ministers 
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- Section 12 Preparation & rendition of accounts 

Final accounts to be rendered within 04 month, .ifter the close of ihe financial year. 

Sect:nn 13 Auditor General exercises his duties & functions under Article I.i4 (6) of the Constitution & 
Section 13 of the Finance Act. 

Section 14 Tabling ,f Annual Reports in Parliament within 10 months after the closure of the financial year. 

Public companies ire not held accountable to Parli: Inent since thc COPE has no jurisdiction. Number of Public Companies fully 
owned/with controlling interest is increasing with the peplisation programme of the Government. 

RESPONSIBILITIES OF ACCOUNTING OFFICERS
 
AND CHIEF ACCOUNTING OFFICERS
 

Introduction 

The lsIioister of Finance is responsible to the Prrliament for all financial matters of the government. He delegates the responsibility 
for supervising departmental financial administation to Chief Accounting Officers Subject to the directions of the Treasury. This 

arrangement secures that while the Treasury re'ains control over Government financial matters, a Secretary to a Ministry is simultaneously 
enabled to discharge his responsibility ,' supervision over departments in Ministry. (In the case of departments not coming under a 
Ministry, the Head of Department ., the Chief Accounting Officer.) The next level of the financial management is the Head of each 
Department under a Ministry who is responsible as the Head of each Department under a Ministry who is responsible as the Accounting 
Officer. ie is immediately res,,onsible to his Chief Accounting Officer. Thus the system of control of finance by the Executive 
Government is operated by wry of delem'ation of respon,:ibulity, use of precise lines of authority and clearly defined duties. To facilitate 
the functions of the Chief Accaunting Officers an,! Accounting Officers, to ensure uniformity and to maintain a sound system of internal 
control, Financial Regulations have been laid down and these regulations are binding on all Governlment Departments. 

Responsibilities of the Chief Accounting Officers and Accounting Officers 

Chief Accounting Officers :-	 Responsible to the Minister of Finance for the adequacy of the financial administration of all the 
departments within the Ministry. 

(a) A Chief Accounting Officer has Oischarged his responsibilities s fisfiactorily, if he has taken measures to ensure: 

I. 	 that each of his Accounting Officer 

(a) 	 has planned the financial work of his department so that th, husiness is transacted with correctness and 
financial propriety. (Not merely follow the rules & regulations, but with highest integrity) 

(b) 	 has evolved systems which provide adequate control over expenditure and the collection of revenue. 

2. 	 that existing expenditure programmes and new proposals of the Departments under his Ministry "re examined from 
the point of view of economy and efficiency. 

3. 	 that all cases of doubts or difficulty are referred to him. 

4. 	 that Appropriation Accounts are submitted by his Accounting Officers and examined at the Ministry before he signs 
them and that abnormal variances are exatmined and investigated. 

5. 	 that the collection of Revenue or other Government dues for which the Accounting Officers are responsible is 
closely watched and examined by the Ministry. 

6. 	 The chief Accounting OWficer should appear before the P.A. C. and assist it along with his Accounting Officers in 
explaining and Justifying the accounts of the departments for which he is responsible. 

7. 	 Functions as the Accounting Officers of his Ministry Office. 

8. 	 Coordination of work in the departments under his charge where necessary. 

Responsibilities of the Accounting Officers (FR 128) 

(I) 	 Preparation of Aanual Estimates of Expenditure 

that all services which can reasonably be foreseen are included and that they are within the capacity of his 
department. 

that Estimates are correct and accurate as far as possible; 

that Estimates are prepared with due regard to economy and efficiency 

- that requisite authority has been obtained before provision is made in the Estimates and that Estimates are sent in 
time. 

(2) 	 He is responsible to the Secretary (C. A. 0.) for the financial administration of his Department. !ie should take adequate 
steps to ensure. that 

- the work of the Department is planned and carried out having regard to the policy laid down by the Government and 
the intentions of the Parliament and that the programmes of work laid down for the year is completed. 
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Financial control and accounting is effective, dues to the Government are promptly collected and accounted for, 
Financial regulations and other instructions are follo ed; 
Adequate system of internal check maintained and tested: 

Security of assets 
Information called for by tie Treasury or the ChiefAccountin g Officer are rendered correctly and promptly. 
Arrangements are made to recover outstanding dues and that itleast quarterly statements are submittcd to him 
regarding arrears. 
Activities are carried out with due regard to economy, efficiency propriety and integrity, 
Budgetary Control 

Iransactions ot unusual nature brought to his personal notice.
 
Appropriation accounts are rendered in time.
 

(3) Assisting P. A. C. by explaining and justifying the accounts of tile1Departmett, 

(4) In discharging the above responsibilities, special attention is needed in regard to: 

Internal audit
 
Relationship with other accounting Officers functions 
 s agents.
 
Delegation of work aind feed back on 
performance
 
Review and remedial measures.
 

DELEGATION OF FINANCIAL FUNCTIONS 
Purpose
 

Functions of an organisation tobe carried out smoothly without bottle necks. 

2. 	 Form of Delegation
 

l)escription of the Subject clearly in respect of which authority is delegated.
 

Fixing financial limits.
 
Description of the method or procedure to be followcd in carrying out the delegated function.
 
A code or serial number for the delegation for easy reference.
 

3. 	 General subjects which could be delegated.
 
Purchases 
- under normal situations under special circumstances
 

Pricing of products
 

Signing of cheques
 
Certification of vouchers
 

Signing contracts
 

Approval of delivery orders
 

Approval of credit
 

Approval if advances or loans
 
Write - off'of losses
 
Disposal of assets etc.
 

4. Relevant Financial Regulations 
FR 135 Permits delegation of financial functions of the Accounting Officers Delegation could be done either generally or withregard to indiviuual fuictions, but it h.-s to be reasonable. In delegating functions following matters should be taken into account: 

i. Competence (if those to whom authority is delegated 
ii. Adequacy of internal check inthe system 
iii. Organizational set up 

iv. Geographical and technical environment 

5. 	 Position of the delegate 
"Delegatus nbn potest delegare" (Delegate cannot redelegate to another party)
 
Delegate will have full discretion to perform the duties delegated to him and he will
be held accountable for his acts. 
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lieshould kee l) the accountin g officer in foriied of any transaction which involve novel princiles or are of sufficient 
iuportance tomeet to neril. 

Accounting Officer's personal attention Act of delegation will not relieve anl Accounting Officer of his ultimate responsibility. If an 
officc:r exceeds or misuse the delegated powers or fails to carryout his duties lie will be accountable or such acts or fbr defilts. Insuch an 
event the Accounting Officer will riot be hel responsible unless tiledefaults or misuse are attributable to causes with in his control. An 
officer holding adelegation can entrust to his subordinates the routine or minor tasks and it vill not amounts a re-delegation. 

6. 	 How delegation is done
 

Prepare a schedule specifying each officer by name or designation and the functions delegated.
 

link functions with specific allocations specifying limits.
 

Arrangentits to co-er absence from duty tobe delermined.
 

Should bu in writing and under acknowledgment
 

Functions may be distinguished
 

(a) Expenditutre 

Authorisation - Approval -

Certification - Payment 

(b) Income 

Assessment - Collection - Acceptance
 

Note :Performance of defegated functions should be periodically reviewed
 

F. R. 157 Requires to maintain a Register of Delegations 

Separate folios should be opened fordelegation under each FR in terms of which the delegation or granted and each delegation 
should be serially numbered. Whenever adelegation is revised or withdrawn, new delegation should be entered and the former delegation 
should be deleted and authenticated so that it would ensure that the Register is up-to-date. 

7. Specific references to F. R. for delegation functions. 

F.R. 66 (2) (b) Transfer of provisions 

A Secretary 	 nay delegate the authority to a Head of Departntent (authority to be exercised the personally by 
him)
 

F. R. 93 (2) (b) Secr-tary may on tilerecoimmendation of a Head of t)epartmnent grant authority to a Head of Di visional Unit to 
:ipp:ovc detailed Cost Estimates and plans. 

F. R. 95 (2) (c) Engagement casual employees or substitute by a Hlead of aDivisional Unit - (granted by Ilead of Department) 

F. R. 108 (2) Revision of limits for dealing with losses 

F. R. 113 (a&b) (3) Waiver of clains or revenue 

F. R. 796 (2) (3) Authority for local purchase 

F. R. 797 Deviation from Tender procedure 

F. R. 530 A Govt. Agent may delegate h; financial functions to AO/EOA subject to certain exceptions. 

FROM THE REPORT OF THE ADMINISTRATIVE REFORMS COMMITTEE 
"The first deficiency which affects all stages of the budgelary process relates to aconceptual and attitudinal problem. This is the 

failure of the parties concerned at different stages of the budget process to regard the activity of tie budget fornmation as an act related to 
the management of the future. This becomes particularly evident when one examines the case of the recurrent expenditure budget. It is 
clearly apparent that in his case the approach to budget formulation or one of repetition of history rather than one of future - oriented 
management decision making. As astudy undertaken on behalf of the Commuittee reveals, "estimates of recurrent expenditure fIr the on ­
coming year is normally prepared in tile 	 actual expenditure of the immediately preceding year.mid of the current year based ol tile 

Budget formulation, parti,:ularly as regards recurrent expenditure thus becomne a clerical task than a management function. A 
significant opportunity which is available in tilelife of an organisation to review the past and to project a realistic future is thus lost. 

This atitude, the Committee finds, is not coinfied only to departments. It prevails at [he level of the supervising ministry as well at 
tile discharge of the function of the review of budget estimales within ihe administrative system. It becomes clear, from aTreasury in tile 
study of the amnual debates, that this attitude prevails in 'he Parlianent also. The Committee, Therefore, finds an urgent need for achange 
in these attitudes atall levels. 

The conitiltee is of file view that management training programnes should be appropriately utifised to create this attitudinal 
change. Thus training in budget formulation and tileuse of this activity as a mumnagemnent tool should be included in tile training not only 
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ofAccountants but of all line r ianagers including Secretaries to Ministries and of the OfficiaIs of tie Treasury. The Conln itee considers 
this to be a subject that lends itself very well to continuing series of workshops on which thes,! different parties Could be brought together. 

Tie Committee urges that the first step in the ref'orm of' the budget process would be to remove the hislorical approach to tie 
process which obtains at present. The formulation of the hudgel of (lie cortitg year should be used by each Ilead of lepartment as the 
occasion for areview of the relevance of activities of the departnment concerned, for a re-appraisal of the departtment's goals and objectives
and for all examination of the appropriateness of its current strticture. This slonuld be taken by [he supervising ministry in its review of tihe 
budget proposals from the department. It should, obviously also be tile approach of the Bfudget Division of the Treasury iniits role as the 
final reviewer of budget estimates. tile approach of tft Budget Division and of tie supervising ministry should tnove away frot an 
attitude of aritltneticr conciliation and of imerely trying to fit iii budget estimates inter-ordained financial parameters. 

Tile Comtittee considers the current situation regarding tlie budget review negotiations between tie departtnient, the supervising
ministries and the Treasury to be inadequtte and racking in substantive professionally. Given tile time constraints under which they ate 
conducted, they tend to be hunied bargaining process rather than discussion oin substance. This isperhaplS itevitahle in asituation whercin 
the whole process is telescoped into aishort and busy time franme. The Cotlllitlee regrets lhat there is no year - round dialogue between the 
Treasury and the departments instead of the budget process beginning as a period ritual with the issuance of the Treasury circular 
concerning the onconing year's budget in April of each year. 

In addition to the attitudinal shortcotings at the departmental level, an equally counter productive sliortcoming is inregard to the 
tianner of preparation of tie estimates of expenditure, this process is regarded as one which is ill exclusive preseCv of tile accounts or 
finance division or section without the active participation of those responsible fbr impletuentation of projecs antd services which are to 
be provided through the budget the negative results flow front this twofold. Ott the one haud, the process of formtiulation of the budget
suffers an absence of infbriatioa and data inputs which are highly relevant to it. Ot tile other hand there is a negative altitude at the time 
of implementation of' tile budget proposals, froln those who excluded from formulation process and who would tend to regard the budget 
as ain alien itmposition. The Comtmittee regards the fornulation of the budget at the departmntinal level as a participatory activity iii which 
all parties to its future iipleinientalion should he actively involved. 

The Committee reconmends that the budget presentation be reviewed and revised to bring about tihe ollhirwi rig reftrms: 

1. 	 the objectives which the l)epartments etc.. seeks to achieve arc luriantitative terms aud are linked to the specific period; 

ii. 	 The outputs of each Programme/ project unuder tile lepartnient etc. are clearly spelt out for the budget period and each output 
is directly linked to the relevant objeclive as shown I.fr the Departmtoent as a whole. 

iii. 	 Each resource input is clearly .linked to the relevant output in the prograinie/project 

Revenue Colleclion: 
The Conmittee finds that greater attention needs to be paid by the concerned departments to the task olcollection of revenues aittd 

other dues to government. One of tile areas which appears to require imiproveient is that monitoring (if collection. Monitoring of 
,collection against pre-set targets should become an institit-innalised praictice in tile adininistrative system. It should le a coninion 
practice for departments etc. to accurately project the planned revenue collections for a fiscal year onia little phased basis and to set up 
programmes to monitor the progress ofi collectiots against these tiiute-phased targets. With the responsihility of modern information 
technology it would be relatively easy to set up such monitoring systenms both at the level of Treasury and the level of the revenue 
collecting organisations. 

If such monitoiring systems are to be effective it is important that the targets thettselves be accurate and realistic. Target setting
therefore should not be merely aprocess based on historical antecedents, a:; comntonly it is today bit should be one of the crcn ful analysis
of the future-based oi available and projected data. This, tile Committee finds, is an area where considerable ilmprovetment is possible 

Another matter related to revenue collection is that of public convenience itt the paynment Of tItles to government departnents. The 
Committee finds that considerable waiting and inconvenience is still caused to the public in this regard. One aspect that requires attention 
is the streamlining of paying - in procedures, simplification of forms and documents and shortening of paytnent process. 

Another contribution to obviating this inconvenience is to spread out the points at which such payments can be Iade. 

A common process defect which affects the efficient collection of dues related to the realisation of inward remittances received by
Govt. 'lepartments. It is found that there is inicreasingly a considerable delay in the realisation of inward remittances itt the govt.
departments. Recording of inward rernittinces, their being deposited in banks for collection, acknowledgment of such receipts to senders 
and their crediting to the respective accounts are all today claracterised by more than acceptable delay. 

It is the Committee's view that these delays are due to poor Organisation of work, the absence of work output nortns and absence of 
monitoring. Whilst it is correct that the process delays occur at lower organisational levels, tle Committee :onsiders it as reflection (-"'the
extent to which the higher leveJs of tnanagetnent are divorced fron the realities of the funclioning of the organisations over which they
preside and their lack of concern with the mundane aspects of their functioning. F! AVA I (;):s 

The Budget 
The purposes and associated features of the budget may be considered in terms of three aspects as atool of accounlabilily, as atool

of management and as an instrument of economic policy. Budgeting in tile final analysis regardless of the type of legislature is a political
exercise. Form this point of view, a budget is expected to state clearly tie purpose ofexpenditures and provide thenm in a forin that will be 
usefulfor legislative ac nIn innaqiti~, .he budget is the instrument for accountability, in that the government agencies are responsible for 
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the proper mana,gement of fuids and progatries bor which utnls are appropriated. It is also a looi Ibr lilanaeniew, because a budget, as 
an ioperational docutlreli, specifies either directly or inplicitly tile Cost, tille., arid nature 0i tile expected results. 

iudgelinig as in instrtient of ecoillolic policy has irore viricd FLICtliOlS. First, in policy terms, it indicates tire direction of the 
economy arnd expresses intentionls regardin tile utilisation oi'tie cominutiity's resouirces. Il operationial lerms, it leads to tie deteriiiation 
of the ititonal growth and in'estmirent goals and, ili Inture detail, with fthe allocation of' resoiurrces lliiiig cosiiinirmip tr islcr and 
investment outlays arid aniong sectors. Second, a riajor fuInetirir of tile budget is to pronllroic r icroccirnoimics balance in tire ecuononmy. 
The policy choices in this regard include specilication of tile artiourint rutgrowIll that is ctmpatible with emplvent. price stability and 
balanrce in tile external, sector. n[Ire ecoorlics i'budletilg require tnit dLie iegard be paid to revenue, expenditure arid minetary policies. 
Availabhl revenues liust he allocated aniong various uses sr is t) iaxiirS tile beirefits received. The total icveiULes required fir the 
purpose are ti be imiaraged so as to ensure an equitable distributior 0l ire taX burden arid 1ave riirl detliICtital effects ti lie 
econoyiy. TFile buidget will have to stlive lowyard equiralinig tire social benelits (if expenlituir arid tire social crust of withdrawval rfi resources 
iro tire private sector. The financing oIf thre hlgel delIcit shOrtld Ile ill crtrlullily wilh tie guals l gro\vthlll ad price stability and should 
be coordinated with mronetary policy. This would also involve a careftil assessmerit ii Iireigin aid external birrwig. Third, with tire 
recent eniphasis distribution rf resources in an egalitarian fashion, tile budget has become a vehicle for relucing inlualilies. Certainly
distribuiotal goals are souril t ) be achieved throuhi a variety of iiistrtlIIrts, aMlithe budget is I itriprIrtarit one. Fourth tire budget 
should be so organised as It permiit a quick and rirealligfll mileasrtleif its impact otl tIle national ecuinollly as a wvhorle. 

Approaches to the Study ol Budgeting 

Aspects ofItudgeting Discipline 	 General Areas co vered 
Accountability Public Administration 	 Description it' internal wurking ' administrative agencies: stages 

of budget cycle etc. (e. g. Ministry of finance, accounting and 
auditing agencies) 

Political Science 	 Legislature - goverment relationships: political processes for 
deteriniing allocatiorn of resources; pressure groups; ciiflicts. 

Accounting 	 Efficiency audit; tIarrageien aCCOulting: adaptation of 
coitittercial aCCOUling principles tin governmreit. 

Efliciency Control Economics Alocative efficiency production and dist ri but in lunctions 

Accountinrg 	 Cost mieasurelmient 

Public Administration 	 Normiative aspects of timoderni irarnageminent systens and their 
acceptability to governrent Centralisation and decentralisation 

Political Science 	 l10tridaries ni GoverriettIrt; limits on spending; privatisalion 

Economic control Economics 	 Approaches of Ifiscal policy; economic fbrame work tnf annual 
budget: incidence of taxes anid expenditures; destributional 
conlcernis. 

Budgeting serves several purposes. First, it sets a frarework for policy bririatiun. this requires decisions about actions to be taken 
to reach objectives. Choices must be made about which oftitany competilri prposals should be adupted to further particular national 
objectives and about tine cxtent to which various objectives can be adlvmic .i., diraicously. Second, budgeting is a irneans of policy 
implemrentation. Here tile standards rif ecorirny anid efficiency - tie usc of ire ... ,. stly ienalls il'carrying out policy decisions - apply. 
Tire budget is a guide for manageernt, and at Ire saMire tiIC budgetary irrcedurcs :Ile instrumenrts ri adnioitistrative coiitrol. Third, the 
budget is a means ot legal conlrol. Typically, buidget decisions are emnbordiedl rirdecrees, and tile process oi budget fornulatitn andin laws 
executir is subject Io a webwe olicstitutiotal lroivisions, continuing laind., p nrocethr'al regulations. The emphasis in legal control is mi 
the preventionr of abuse of power anrl diversin ir irmproper use of pi',,ie fir,i,. FOUartih, of' publicbudget documrienit iray be a sorurce 
intormation oin past activities. current decisions and future prospects.. II hbririd lv tire budget process can require tire executive and 
legislative branches of a Govcriruent to explain arid justify their deciiuns ritl actions. [his form of' political accuntability is most 
pronminent iii detmocratic, parliamrientary systems but is not cntirely absent in ither regions. 

A good budget documtent includes text and tables to serve tie multiple i)tinISes rf tire bitlget. The text explains and justifies tile 
decisions relected in the budget. 

3,Bpth ;xzenditurc and revenues slhuld be covered anl should be cirnsidered together. 

Object, functional arid economnic character clasificatioi: ;. ' 

Best Available Document
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THREE CLASSIFICATIONS OF GOVT. EXPENDITURES:
 

(a) Object classification 

Personnel compensation 

Full- time permanent position 

other position 

other personnel coumpensation 

Personal benefits 

Travel and Transportation of persons 

Transportation of things 

Communication, utilities and rent 

Printing and reproduction 

other .,crvices 

Supplies and materials 

Equipment 

Grants, subsidies and contributions 

Insurance claims and indemnities 

Reimnbursible items 

(b) Functional classification 

General public service 

Defense 

Deduction 

Health 

Social Security & Welfare 

Housing and Community amenities 

Other community and social services 

Economic services
 

Agriculture
 

Mining
 

Electricity
 

Roads
 

Water transport
 

Railways
 

Communications
 

Other economic services
 

Unallocable and other public debts 

(c) Economic classification 

Current expenditures
 
Expenditures on goods and services
 
Wages and salaries and related items
 

Other Purchases of goods and services
 

Interest payments 

Subsidies and other current transfers 

Capital expenditures 

Acquisition of new and existing fixed capital assets Best 
Purchases of stocks 

Purchases of lands and intangible assets 

Capital transfers 

Net lending including.notacquisition of eqluities 

Table - II Classification of Govt. Revenues: 

(62) 



A classificationof Govt. Revenues 

Tax revenue 

Taxes on net income and profits 

Corporate, company or enterprise
 
Individuals
 

Other
 

Social security contributions
 
Employer's payroll or manpower taxes
 
Taxes (in propel ty
 
Domestic taxes oilgoods and services
 

General sales, turnover or value added taxes
 
Selective excises
 
Profits of fiscal monopolies
 

License taxes
 
Other
 

Taxes on international trade and transactions 

Import duties
 
Export duties
 
Exchange taxes and profils
 

Miscellaneous taxes 

poll taxes 

staillp
duties 

Nontax rerenle 
Income from public enterprises
 
administrative fees
 
fines and forfeits
 
sales of govt. property
 

The budget document also, shows the overall deficit or durplus This is best defined its total revenues less total expenditures; a 
negative number indicates a deficit, a positive number asurplus. 

Revenues include receipts from taxes and other sources except borrowing and money creation; expenditures include all outlays 
except debt repayment. 

lable - I I I Financing ofa Govt. deicit. 
Table I II 

Financing of a Govt.Deficit 

I3omestic financing 

from the central bank or other monelary authority 

New borrowing less amortization
 

Change in deposits
 
Change in currency holdings
 

from other banks 

New borrowings less amortization
 
Change in deposits and other liquid claims
 

from other lenders 

Financing abroad 

front international development institutions
 
Loans
 

grants
 

from foreign governments 

loans 
grants ~A g ~ j~~.~~ L & .Best
frot other lenders 

long-term (lebt 
short-term debt - . 

Clange in deposits, negotiable securiles and other liquid assels 
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Budget Policy 
Budget preparation is atwo-way process of reaching decisions oil tile size and coMtposition expenditurer and ievenues. It would be 

unrealistic to attempt to decide the total size of expenditures without cotnsidering tile a\Vaildhility 01' rVcen es. Siiliilaly tfile anoiut of 
revenue to be raised is influenced by the assessment of needed expenditures and possible sources of deficit fiancing al their economic 
consequence. The budgeting involves repeated adJusttients of preliminary figures for totals and components. 

A pracical procedure begins with estimates of the ycild of existing taxes and liontax r-'vetues :1td the cost of Inainltilling existing
expenditure progralmes. Both estinlates should take account of forecasts of economtic. dcnilotgraphiC ald other tefC\ailt conditions but
should assumtie no change itt tax rates, administrationi or expenditure proralolles levels. Sone variations ill sefctliug rates w\'ill ocur even 
With cont-tant plrogralnte levels, because of detnographic chinges adll other comlplilon of puhlic works projects. It is convetnient to make
the estimates first ott tite assumption of constallt prices and litter tt adjust thieit tfor expected price changes. Admtittedly, econonic 
fbrecasts are subject it)wide nmargine of error, particularly in prilary - producintg coutntries. but forecasts of'sOUile kind callinOt be aviiided 
in making budget estimates. 

Iudgetfortunlation 
Spending departments tend to press for larger expenditures while tile budget office urges restraint, The attitude of' tile spending

department is not tecessarily discreditable: offieials who are carrying out a prograimme are likely to be keenly a\ware of further nceds ill 
the field and less sensitive than tile budget office should be to other dcnMRds and to limilalions (in ile total resources. Spending
departments may inflate their request in order to leave rmot for cutbacks. This tactic is parlicularly relevant ,where the budget office 
follows the practice of reducing all requests, regardless of how well thiay ar supported.Ie result can be highly unrealistic requests and 
arbitrary reductions that negate careful considerttion of requLirenltcs. 

Inordinate delay, careless estimoating by departments, overtly political criteria for approviing expenditures, bias against invcstmtent 
expenditures, encourangettentt of' lobbying and ttltaeuvering by departments. These result itt either ain accumulation tf claims ill tie 
hands ot depart ients or year-end rush to spend belore the authority to do so lapses. 

Budget Execution: 
Budget execution is viewed frot the expeniditure side. The revetlu side is governed mitainly by permanent legislation and 

procedures that can better be considered itt connection svitlh tax administrationt.Budget execution has the legal purpose of lensuring that
expenlitures are consistent with limits set out in [le antual budget laws and with the requirettents of pernianen financial legislations. 

Budget execution is the use Of tile spending authority granted by the budget law,. It inclutdes cotutnitillents, disbursements to 
liquidate the colmitments and recording and reporting. Accounting antd :Udiling,i1 Otgli consilerd as areien separate operafions
regarded its the final stages of budget execution. The budget is itavoidalbly subject tt change during its execution and such Iodifications 
are a nortnal part of' the process. 

Titiely itf'orlnation on llnttitnments and disbursements is essential to control the execulionoflthe budget. litformation till receipts,

cash balances and debt transactions. Departnmental itanagers should have ittlorniatio 
 tilnonfinancial aspects of work progratiies vhich
 
will reveal the rate of progress.
 

Government accounting systems ofiten are poorly suited to supplying financial information and they rarely provide nonfinancial
 
information on work progress. Accounting systems tend to be unnecessarily elaborate and to be designed antid operated to providfe detailed
 
records for audits after tie end of the fiscal year rater than to supply current inftorialion. 

Current and Capital Budgeting 

Current (or operations) budget 

Rewenues Expenditure 
Taxes Current purchases of goods and Services 
Fees and fines Interest payments 
Income from public enterprises Subsidies and transfer payttents to public enterprises 

other 

Capital consumption allowance 
Revenues - Expenditures - Net Current surplus or deficit 

= Net saving or dissaving
 
The financing of budget deficits CelJul in hpt)., p ii 
 ne of three ways: (a) by issuing inore moiey. (b)by borrowing froti

the public or from abroad and (c) through tile balances hudg" multiplier ineclhnisit by Maintainling the budge deficit constant and by
financing the increase itt expenditures through increased taxation 

Best Avaih& ... 
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Capital (Investment) budget 

Receipts 	 Otutlays 

Frolm current budget 	 Physical in vestment (new construction and equipment) 

Capital consumption allowance Purchase of new assets 

Net current surplus (deficit) 

Sales of Govt properly 	 Net lending (including net accuisitin ol equities) 

Net borrowing 

Grants received frimn abroad 

Receipts - Outlays = Change ii cash balances 

Budgeting and planning 

Budgeting is a form of plannirg. l)evelopient or eco(oiic plating involves prorjections of population and indications of how 
labour, capilal, nalural resources and innovatiois call be cormlbilned to produce olitput. A cotlrhensive plarn will attemipt to cover tile 
whole ecornomy and to take account of tile exterrnal ecoionic enrvironmtent. Partial plans omit sortie sectors or industries. Centralised 
plannig is essential if tIle aitit is a high degree of state direction of prirduction and distributit. Plans cover serveral years. 

The proper coordinatiion arid planning remains important. Planners usually are ecrnoinisis and ofien :hey are intrigued by 
echnitlues of input - Output analysis antdiel building. They lend ti be spendlers and to have a high regad for itivesient spending. 
BIutdet oflficials may have ecoinomic training out usually are ciicerned priharily with admhiistration and control. They are inclined to 
take skeptical Or negative attitude toward spendinglproposals. Organisalional rivalries carl take roo antd Ilourish in these conditions. 
Undesirable consequences observed at titles have ine!lded delays ill budget preparation, 	 current and capital budgets trat bear little 
relatin to each ouher. budget fragntentlatiot, antd inoperative plans. Coordinatior beiween plannitg and budgeting is essential to the 
ellectiveless of both. Tire budget office aitd tire pling organisaiion should consult each oIlli *r fully about tile econtoluic assutptiOll 
underlying the budget and should collaborate in the preparain of tie policy paper ihal 	 initiates the Iturmulatint of tIre budget. The 
planning office should paricipate in the review of proposals Ior capital expenditures and should be Consulted about nmajor changes ini 
subsidies and taxes. 

Bldgetary,.Systems 

Pertlortance budgeting, progralmtrne budgeling ad Zero budgeting. Emulphlasis ont programtnres to atlain objectives rather thal ot 
inpuits ctmlrparison ofita wide rar e of alternatives programrtes antI eletmeris loig range or rnediutmr ternt projections. tmteasurelrment ouf 
performance SUit)plelnietitary reporting oinporforlance 

Public Expenditure Objetives and instruments 

Objectives 	 Determinants ofObjctives Expenditure Instruments 
Provisin for Social wants Sociopolitical approaches 	 Consunplion Ixpe! ittres i-curred in tile 

provision of public goods and services; 
inivestmtent outlays on tie production of 
goods and provision off general, social and 
economic services. 

Optimal Growth Socioeconomic imperatives 	 Investment expenditure; other outlays on tire 
provision ofinfratructure facilities; and loans 
to private sector. 

Implyment Socoeonolncr ,. , Investment in labour intensive industries. 
.. i subsidies; andrelated fiscal incentives. 

Stabilisation or Economic Factors Reduction or increase in Expenditure; 
)emand management changes in couposition of expenditures and 

methods of financing buJget surpluses and 
deficits 

l)istribution of incoic 

I) Among Peorple Sociopolilical approcaches Trans fer payments; direct int indirect 
subsidies; provisin if goods and services 
gfree to specified incnmre groiups of 

vao " "' ...n"y. 
(ii) 	 Aniong regions lair Investnenti it less developed reginins; greater 

subsidies and grams. 
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CHAPTER 2: BUD(GETING 

(A) INTRODUCTION
 
The budget is the plan for financing government. In its simplest orn, 
a budget consists of a coiuprehensive listing ol anticipated

revenues and proposed expenditures for each fnnction ofiGovernlment I'or a f'uture period, usually one year. Ideally, the budget processrepresents a conprelensive and coherent allocation of liliiitCd resources aimong potential users - thus tile budget serves atsaInexpression of' 
[ie governnent's philosophy, as a sta tment ol the governilent's policy priorities. 

The budget can also be seen as the outcome of a process (often called the "Budgeting Cycle") that includes the preparation of thefinancial plan, review and approval of the plan by the appropriate irlficials and legislative body, executlion of"the plan, and (idedlly)
evaluation and pubic reporting of the results. 

Most government policies involve outlays or receipts oftuney and should be rellected ii tile budget. Iludget ing is technically andpolitically difficult for all countries, iii that governients tend to eibrace objectives that are incbitious in ielatioi to the ileans available
for their attainlent. The scarcity of' Moeans iiiay be indicated be liw per capita national income and by coIlditions that result ill lowproductivity and inefficient iarkets. Other formns of scarcity that complicate budgeting in nmany cunttries are a shotage of civil servants
who are well trained and experienced in fuinatncial and economicic miatter, and aIlack of systerns to provide Ieeded inforitation. 

TIlE PURPOSES OF BUDGETING 
Budgeting serves several purposes: 

First, it sets a frainewiirk for policy lIorinulation. This requires decisions about actions to Ile t:tken to reach objectives. Choices
inust be made about which f1tIiany competing proposals should be adopted to lurther particular national objectives and about the extentto which various objectives can be advanced simultaneously. 'he result oIf this policy fornmulation is that tile budget serves as tie written 
expression of the government's priority - setting or resource allcation. 

Secondly, budgeting is aitmeans of policy inmplementation. It call be seen as a guide for lmanagement, ir operations guide, to use in
carrying out government policies aiid the day - to - day governient activities. Iere the standards of econionly and efficiency - the use of
the least costly means of carrying out policy decisions - apply. 

The budget is an instrunent of adnministrative cotntrol, that is, a tool \vih vlhich nlanageinent can control tIle spending and 
therefore the activities of the organization. 

The budget is a iniams ol" legal control. Typically, budget decisions are embodied in laws or decrees, and the process of budget
fornulation and eXecitmiin is subject to a web of conlitutilonal provisions. continuing laws and procedural regulations. At each stage, ihe 
qiiestion cali be raised whether actions have been takeni or omitted in coitforimity with legal reqluieiiients. The emphasis in legal. control is 
on tie prevention of abuse oif power and diversion or improper use of public funds. 

The budget serves as a coumunication device, and often contains comparative irnlriation oil previous years' results, current
activities, and tuture prospects, as well as serving as a vehicle for expressing a givernnlent's philosophy and priorities to tire public. 

The budget may also serve is a contract. 

Finally, as mentioned al the beginning of this section, the budget serves as a finanacial plan. 
Fle multiplicity 0if purposes complicates budgtling, siice ihe reqlireienints of the different functions sotnetiiies contlict atnd avariety of inforlation is needed to scr, theim. ERlforts to j ustify aImajor new prograin may divert attention from proposals for itiproving

public admninistration. Legal controls may take tile forin ofidetailed specificatiuns of anounts to be spent for various objects and ofcumnbersome procedures, both of vhich nay haltper ianagenent tlexibility and detract trolt efficiency. The kind of records that best 
serve the functions of legal and public accu ntability unay not provide the iiifornafion needed for policy formulation and appraisal oftlhe
elfiectiveness of policies, As all of 
 the purposes are valuable, conllicts usually should be resolved by comprolmise or tile addition ot
 
information systems, rather than by concentration inany one budgetary function.
 

TYPES OF BUDGETS BestA ae.i vow; .j* 
There are many types of bdget foriluls: 

The line item btdget is tile simplest budget format and also tile most coinon, although it is acknowledged to be deficient as apolicy - making tool. A line - item budget is based ci objects of expend itires (salaries. olfice supplies, fuel, rem, etc.) Biecause it inirrors
the accounting system, tile line ­ itern budget is easy to iiplenirilet and integrate with other finiancial imanagemuent amid control systers.The focus of the line - itcm budget is on inputs, trot Outputs. 'he line - iten budget is very useful for the purposes of administrative
conttrol and counuicating inputs. bul fails 1tcprciiote resource allocation and efficient decision making. Because it does not ieasure 
outputs, it is diltficuLh to nieasnre perlorriance ir attainment of uibjetives. 

Activity hmdgaLs are built around organizatiunal subutIs. Instead of' prioviding a single budget for an entire departnient, theactivity budget breaks down operatiis into these organizatiunal units. Expenditures may still be presented using the te litre - itent forima
witlhin tie activities, but many jurisdictions summarize expenditures by category (e. g..personniel, supplies, capital outlays) 'ypically,
activity budgets also include narrative explanatims ol'each operatiin . 1., . 4...

Program budlgets seek to assist policy - makers ii tie resource - allocatin process. Instead of focusing tilt tile inputs of"govrtiiental operations, program budgets focus insteat ilt outputs - ie services tlat ire delivered program budgets provide a ilmeiams 
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whereby the impact or effectiveness of aprograin or acliviiy may be measured. Prograin budgeting is also known as Pl113S,or Planning -
Programming Budget System. 

Performance budgets emphasize elficiency. Whereas program budgets ask whether flunds should be spent on a given program, a 
perfornance budget focuses in on the relationship between costs (input) and benefIts (output). Preftornance budgets typically include 
statistical teuasures of demand, workload, el'ficieny and effect ieness. 

Zero-based Budgets. To comubat the leudeitcy of budget makers to silnply add iore tmoney to last year's budget (what is knuwon as 
increanientalism or the incremental alpproach)' sote ntodern budgeting syslellis employ zero-based budgeting. This metlhodology begins 
with tile assunlption lthat eich operation or activity must be justillied fron scratch. To accottfplish this, dicision units are assigned and a 
cost is calculaled for each. Policy makers are expected to assign priority to each decision policy makers are expecled ioassign priority to 
each decision uint, so that the government allocated available fuuds only to those units with the highest priorities. 

Unfortunately, zero-based budgeting systems require exlensive stalfffhrts to forlllUlate decision units and estittlate costs. Witlout 
strong executive leadership, department beads are likely to engage in gamesmanship. Few governments have the ability to systematically 
and continuously re-evaluale their entire operations every year. I-ven those jurisdictions which ioemploy zero-based budgeting 
frequently conduct theriexhaustive re-appraisals on a imulti-year cycle, rather that annually. 

Applied on a more modest scale, zero-based budgeting may be more cotnttoonly used il tilefutturer. There is merit in tile idea of 
systetltia cal ly set Iing out a ratge of pos IlIle redcut ions and increases for certain spendIing programs and attemopting Ioestabl isIpriorities 
among them.Further, it can be useful to demand a thorough review and fresh justification oftmany progratms, but to do so at intervals of 
several years rather than annually. 

THE NATURE OF BUDGETING 

The origin of the tradition of preparin tg budget call be traced back to tie initial concern of the populace in the olden days with Itle 
right of the soverign to tax. Over time, the resistance to the arbitrary raising of revenue by the soverign cultnittlted in the rightof the 
populace to be consulted inmatters of taxation and there was to be 110taXIatiil without representation. The control over taxation alone too 
proved to be inadequate. People further wanted to control tie total alnlouLnt ofrevente raised atnd also began to relate laxation to the 
benefils gained therefrom. The concern, therefore, spread to expenditures and tie political accountability took the form of presenting 
estimlates Of eXiellitures for which the money was needed. This vas the beginning of modern budgeting. 

A budget was. therefore, conceived primarily as at instrument of public or legislative accounlability. In those days, tilesize of 
Government and of Governtlent budget, was small and ntost of tie iudgetary Cxpetlditures were on law and order atid ott general 
administration. extetidittg subsequently to public works, education and health, etc. Most ol the economi,, activities were undertaken in the 
private sector. The interaction between public and private sector activities was minimal and received little attention. A governenlt budget 
was a simple statement of expenditures to be financed from laxalion. 

Now that developments have gathered mnolenltul, governments are called upon to provide intfrastructure such as transport, power, 
etc. The demand Ir social service such its education and health increased with tie growth of social-polifical consciousness and of 
libcralism. 

TIlE SCOPE OF BUDGETING 

Generally speaking, the scope of a budget will depend on the level and functions of governnent and on the structure of public 
sector in country. The preparation of a budget at any level (If governtent has to take into account transactions with other levels of 
government and with other entities in the public sector. 

The budget of a central government should itclude all financial transactions of Ministries, Departments, etc. directly 

ADVANCE ACCOUNTS 

I. There are 457 Advance Account Activities in Operation in 1993 made up as follows: 

Advances to Public Officers Accounts 422
 
Production Advance Accounts 08
 
Development Advance Accounts 06
 
Trading Advance Accounts 02
 
Stores Advance Accounts 06
 
Other Miscelloneous Advance Accounts 13
 

457 

The Advance Account Activities are controlled by limits prescribed by Parliament and are included in part I I of the Estimates.
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2. Type of Limits 

2.1. Maximnum limit ofDebits 

In the case of Advances to Public Officers, it indicates ite total advances that could be paid in a year.
 

In tile total recurrent expenses that coilid be paid in a year. It includes all
case of other Advance Accounts, it indicates tlie 
payrents whether it is relating to previous years or [lie ensuing year and trutsfer antd cross-cntry paylents. 

It excludes accrued expenses. 

2.2. Mininum limitof Credits 

Intle case of advances to Public Officers, it indicates the ininrititi recoveries to be ttade frotit officcrs either by cash or 
cross entry / transfer payments in an year and credited to the account. 

In tile case of Other Advance Account activities, it is tle titinimutt ait10ntt that should be collected front sales etc either by
cash or by transfer paytnents and credited to tihc account. The receipts include all collections whether it is relating tile 
previous years or ensuing years. 

It excludes credit sales. 

2.3 Maxinum limit ofDebit balance 

It is a debit balance as faras the Treasury hooks are concerned. Actually it is a liability of the various iinistries and 
Departmiients. 

In the case of Advances to Public ofliters, it rcprescnts tile the sutr total of all advatces outstanding front alllimit otl 

officers as at the end of tile
year. 

In the case ofother advarnce accounts, it is the aggregate of paynents inade over and aboe tihe aggregate of receipts as at 
the end of the year. 

There are certain advance Account activities "ltere aggregate of the total receipts credited is imore than the aggregate of the 
total paylents iade and these accoutts show acredit balance at tlie andllf the year. 

Tie credit balances are not controlled and in these cases titaxinrutci limit ofdebit balance is not prescribed by Parlianticil. 

2.4 Maximtm limitof liabilities 

tile
Although this Iiorit is prescribed only ini case of'Stores Advance Account Activities, it is not controlled hy the Treasury
and left to tIhe )cpartments concern cd to controrl this liimit. 

3. Control Over limits. 
It is the responsibility of tie chief Accounting Officers / Accounting Officers to ensure that tileAdvance Account Activities are 
inanaged econotiically, effeciently and effectivelly whilst the financial outlays are kept withintile prescribed liits. These litmits 
are presclibed by parlianrent and any variation of these liinits should also be approved by Parliatient. 

Section 7 of the Appropriation Act provides that: 

Budget Policy 

"i'he linister with the approval of tIe Goverinientt nay oiof betore 31 imay by order vary or alter. 

(a) airy nif tire linitsiaxiitun specified incoluiitn I1, coluini IV and Colutni V of the second schedule tothe Act. 
(b) tire rinimnini liitits specified in Colummin Ill of tileSecund Schedule ti the act. No order itade under thisSection shall 
have effect unless it had been approved. Inorder ti have an effective control iver the limiiits, adcquate rccurds should be 
traintained in tire centre & intie Regions. Intire case of Ministries / I)cpa rticits where there are several Regioral / Sili­
officers ard the payiients / receipts could be identified separately, it is recoitended thal separate control accounts 
indicating the allocations granted and the actual paytients and receipts lieimaintained in respect of each region attile centre. 
T his will facilitate the preparatitonf r conciliation's anttrr lrr 1rtu. i n faitl ererci I 

Ieh
4. Revision of limits B e tailc biw LIc0 
As referred to inthe above paragraphs all revision of limits should be approvel by Parliarent befoire 31 May. of' tire ensuing 

financial year. 

Application for revisiin of linits relating toiAdvances toPublic Officers should be submiitted by tire relevant Minister to the
Minister of Finance before Decetiber, 31, of that financial year. Inrespect of tither advance account activities, Cabinet Menmorandumr 
should be subnitted setting Out clearly tire need as well as the reasons why it should not have been foreseen at Ihe tite tile bdget was 
prepared. 

Cabinet Menrorandunm/ Merrorandui totire Minister of Finaice f rvariation offadvance accotunt linits should be as per fortnat 
.given in Public Enterprises Division Circular letter Nrr. 43 of I I Septerber, I)87.All applicatins are exatined by tire Public Enterprises
Division of the Treasury and intire past revision applica:ions have been rejected on tile following grounds: 



Reconciliation or Advances it) Public Officers account is in arrears. 

Non - ii rintenlancee ol aldetJLrurtc recoirds to Iinitor tIhe aLd\'nce ItCCt11 allCtiVitieS.
 

Non - renldition of accotiris of oilier advance account aclivities.
 

Building - up of excessive stocks.
 

Recurring Operating losses.
 

AcClUMrLItiil of debts.
 

All the revisions approved by the Minister of Finance and tileCabinet of Ministers are included ill an On1tntihus resolution
 
submitted to Parliameit before May 31 of the ensuing financial year.
 

5. Limits as per Treasury Print-outs 

The figUres as per Treasury printouts are colrstdlercd to determine whether tire limitsprescribed have been exceeded or the shortfall
 
has occurred. In detertiningirr tire liits tie folowirg items are rot taken into account (FR. 503 ( I))
 

lIironeottls Debits aid credits
 

Debhits arid credits riscd ill adillStircnt rfi
abrVC. 

Debits raised for the tlansfer of iproisir Itmeet workinl losses. 

It is tie respltlsibility of tie Accountants concerned to infrm tie Auditor (cneral before lie submits his report otnexcesses/ 
sirtfall to l'arliament lholt relerred toabove arrd state whether they have not exceeded afterllof"the ilells tie adjutrstlrents relerred to 
above or tire excesses/ shortfaill - be revised or not.as per Treast'., printous shoul 

All ultartllirsetl ex.'csscs / shortfails are re irtedto Parilianierrt art the Iublic Accounis Comiitce exarires tie CAO/AO arid 
rectolrrlrerrd to P'arliamenrt fotapproval. 

The CA() Are eiriured to submit their eXplalatirlls for aprescribed forrmat (See AinniCXrre­unratiihrrised excesses/ shortfall ill 
I)
 

6. Advances tio Public Ollicers Acctirnt 

Separate Conrtol accotuts tobe IailLtailted at I lead Oflice as tar as Possible illrespect iii all Accountiing Units indicating 
the actual paymtnts tirale ;ri actual receipts credited antd tire brought forward debit balance. 

Olficers should not be rcleased on nto- pay oir ItiState Corporations befire tire loan balances are settled ill full. 

be made to recver 
Aounrnt tie froi rlft'ers transiclI,(e out to be collected within one mtonth, otherwise tire Ilatler shtuld be brougiht 1t tile 
personal alttenti otiel Ilead of I)ep:tmitrcrt collceriled. 
If tie arlnOtrI11 is iot Settled vithin threeilllltllis it should be blought it)tire peirsonal attention if tie Sccretary concernted. 

When preparing schetules of balances outstrldiit" separale schedtules in,lespect of tie ftllowing svith their age ,talvsis 
shoull be prepared. 

Amount tluie Oflicers trarltercd otl. 

Inlthe case ofltermporarv r:'lease ofl ficers, arranrement shall nmonthly installments. 

firotni 

ArriOLrUt tile front ret iredi officers. +..:o;" - ,
 

Aoiirnt due lout OlficerS disrissCd, v;Lacfe
I their posts etc.' 

Over - recoverics.
 

Recoveries made fromriofficers transferrcd to tie I)epatrertt but their bkiltccs due at tire lime of their transfer not settled.
 

7. Write off - Advances to Public Olficers 

A separate case tt be openred iii respect o'leach offrcer ithKrt r tie atvaIces grantted, recoveries mdtle, balances due etc.
 

lRecoivrics shohld be mtiade Frln Surety's svherever possilble.
 

Thbe file relcrred to above tobe ciculatt'd amnlg all Divisions!(Ilfic,.r, concerred iinlire Departnment tofind out whether
 
any payntseits are dte it)tie officer concerneul.
 

Any unirpaitl salary/ amunt lying illMisc. deposits, if anl)to bc itarsferred it) tile crelit uf the tifficers loan a tccount.
 

Fiind out tire File the Divisional Secretairy
fLOlt IerstM rotherwise, the otflicers Immanet address and enquire fron 

Conceried tire porssibility f"rccovcrir tie loan balances.
 

IfIhe is wrnrking ill a lirivare sectorf, Liftrrmi tile the lrstitutior.
NlaiuVuetJ4 


Ifany balance reirained turecttverCed alter tire above steps are talienthen tire corected File shluld be pill to CAO/scrntulj 
to Treasury requesting authrority to write of. 

After obtaining tie alilirity to write tilf, ilecessary ploisiOn shoult be intlie uder - Other Current Lxpenses - object 
Coide - 17-I - .osses aid write otff by Virement t cedic or lIhIVise. 

Finally tire prto'isin referred ti above shudbrririo [l din trdlitheAdvanLces to public of ficer s account.Best A k""
 



8. Otler Acvance Accomtt Activities 

(See Arnexure - If for some irlipoiatt iccoutliri entries) 

laintain separte pylilelit reoister it) record all pai'ylmlelts relating to all ad'iice aclonit Iel'ne they aie passed oi to 
General Cash hook.
 

Analyse pay nts & receipts at least iiiiniil- and post tlL I ( ciici'al ledger.
 

Record credit tranisacioins and post ihem ill stlsidiaiir leIlgCrs.
 
Update General ledIer. l )hitors ledger. creditors ledner etc. promptly.
 

Ensure elfT ive actin is taken toircco\cr debts,
 

Ensure excessive stocks are llt build-ulp.
 

Capitll itemts to bie 1)111
cae 1iipiovisiolilder Part I of the Istilliales.
 

Frsure tiarterly stateiments ritaliaitm,, to
 

Prescribed limits
 
(applicable toiAdvances to Public Officers A/C as well)
 

Trade dcblons
 

aid
 
Trade creditirs
 
are prepared & submilted in teris FR. 504
 

Ensure General leder is posted, IOtallCd aiid trial halaice prepared sott after tile receipt of the final Treasury print - out 1*or
 
the year.
 
Prepare Profit ( loss account/ Reccipls and P;ittets a.ltitnl atnd balance sheet submil alot11with a lorward aind the
 
lypothetical ciaries accolnlit.
 

- ratsfer profit it) relevamt head.
I 

Transtfer provisioni under voted services It lieet wirking losses.
 

Treatment of exces pr, isium / delicil
 

Uutauthorise.d wiiikiil, losse:s.
 
:xatiatio llnln itl hiolisch working lhsses by the Public Accounts Cotmmittee.
 

lProvision in l'rl,ir 1 f the Istilluates.
 
Taisl.r ol Provsiin it tihe credit of the Advance Accounts to recoup [he working loss. 

9. Winding - tip ol Advance Account Activities. 

Order It winl-up an activity 
I)eliis aiid .redits to the Ad'ante, Accilutll in the year ill which the decision to wind-up was takei aid intthe subsequent 
veal. 

Activity to be auiiiorised ill Part II of the estiliiales in file second year.
 

Action to be taken to:
 

Vacate buildinrigs
 
IRetire etmployees &, pay compensation wherever necessary
 

Conplete work-in-progress, if atiy 

Disposal of stocks 

Collection of, debts 

C0olsut Attorney (eneral Mind instit ute legal action to recover overdue debts. 
Disposal of*fixed assets aid credit proceeds to Governiuelit revettue. 

Account to he submitted for thefirst two ye'ors. 

Statement of iealisation o assets
 

lStatement of settlement of liabililies.
 
Profil and hiss Adjustment Accoluit 

-Profit and Loss D"isposal Acco.. AV'1 a .Best 
"Receipts and Pamiiients Accoutt. 

Thirdand ,Sublsequent FlincialYvars. 

No provision Il be made in Pit I1f the e'stimnatcs 

I'ruivision toi be made ill Part I olf the estlliltes ito lleel liiv espelses off the activity 



Amolt realised (Ildispo,al of stocks etc. to be c+Lrdiled( iovertllel re\tuille.1t) 


Adjustmerlt of 'rroneous btelsK Credils, lraisler ol pOlil toreveIue andIatNIsl.Cer of*prvisitm illPat I oflhe 
estillacs ItIII losses COuld be IttaIle illthe TIlC:tll hoOks.tiet wolkill 

After realisaliun of all assets Iil dsettlemntillof allliabilities pIItsiill should be 11 llin Part 1of the1estilnoles 1t 
settle tile Dlebit balallice appearittg ill the Treaslry books. 

Credit balance. it ;my to be trinseirelfd tore¢\itie. 

Accountsto be subl itfledfir the 3rd& subsequetyears 
A statelient showing in detail tle assets as at tileid of filtepreviouls year, alllliltrealised lid the balalce. 
A statelenlt showitne ill 	 previous year, amountdetail the liabilitics as at tie end of tIle settled and the balice. 
A statement showing salaries aid othcr expenses (f \.indilig-up 

SUBMISSIONS TO PUBLIC ACCOUNTS COMMITTEIE,
 
NON-CONFORMITY WIT1I Al)VANCE ACCOUNTS LIMITS
 

Is the nittt-crilformity \\ith(I) 	 (a) Advance Account Limits as reported by the Auditlr General correct? 

not ildicate tle error clearly anld t(b) If 	 stlbstaitiale it b dtailed e.plaialitl. 

(iif 	Ilow has the tIoi-cotnformit with Advance Account ILimit occurred? 

(please state the Ads ance Account i.h1.. ltat has not bee cfiirilned s,'ith) 
which the Advance Account Limilt(iii) 	 Please state the date oin was fist exccedcd / non conlrtned with:­

(iv) 	 Please slate whll fihe noll-coulfollity was first detectd:­

(vi 	 Please state what steps were taken to make provisioi it) Limit giving detailscoer the Iorti-cfilolrlity with the Advance Accout 

of each such Step.
 

(vi) 	 Please state wheit the nilI-cfllioirlity \was list deleclted:­

(v) 	Please state what ';tcps were taken to make provision tocmer the ton-corformity with tile Advance ,+\coutnt Litnit giving details 
of*each such stlp. 

(vi) 	 Illease state whether tile Ion-covIl'ormity occulted 

(a) 	With tile lde that tfie limitfull l:no\ was not being collfrlled with:­
(1,) Without l11hkilowledge that tile
limit was being exceeded conftrmed with. p 'ow detailed reasons for (a) aid/or (b) 

(vii) 	 If the application fr revision ofladvance Account I.imit has been disallossed. Please state ilelimits for which revisiontwas sought 
aid tilereasons for disallowance as covered by Treasury Letter. 

Accountie A vai.' l " + .. "" ..- ' 

Some iml)ortant Accounting Entries 

(i) 	 Expelnses 

I)r. Its Cr. Rs 

Salaries +++ +
 
Travelling +++-,
 
Relit & Rates ++++-1
 
i,,ectricily 4 t
 
Purchases +++. +
 
Petrol & Fuel .....
 
To: Authrised Advances
 
Treasury (DST/A/CJ ++++++
 

Beiung expenses intcurred in 1990 rottght to the Advatce Ace(rit ledgers.Lccount ill 

(2) 	 Receipts: 

l)r. Cr. 
Aultlrised Advance Treasury
 
Sales ++++.+
 
other Income ......
 
Being receipts tri ng ,,,.
 

.	 ). .hironglit +'tcad~hi 	 l,- ;.' ' .­nski'dviince+:eii:untl Le A "+ >'4. 
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(3) CapitalExpenditure 

I)r. Cr. 
Plant & Machinery ...... 
Motor Vehicles ...... 
Furniture & Fittings ...... 
To: Contributed Capital ...... 

Being the value of fixed assets purchased from funds voled under Part I of ihe '"'slilates. (Linmits not ;ffected) 

(4) Accrued Expenses 

Salaries & Wages 
Rent & Rates 
Electricity 
To: Accrued Expenses 

Dr. 
...... 
...... 

++++++ 

Cr. 

...... 

Being accrued expenses as at December 31, 1990 

Note:- (Limits not affecled) 

(5) Credit Sales 

Debtors 
To: Sales 
Note :- (Limits not affected) 

Dr. 
...... 

Cr. 

...... 

(6) Credit Purchases 

Purchases 
To: Creditors 

Dr. 
...... 

Cr. 

...... 

Note : (Limits not affecled) 

(7) Pre-payinents: 

Prepayments 
To: Rent & Rates 
Insurance 

i)r. 
+++++ 

Cr. 

....... 

....... 

Note :- All Prepayments would have been made by cheque & therefore debited to Advance Account. 

The above journal entry will noLtreverse tht effect. 

(8) Depreciation 

)r. Cr. 
(i) Depreciation
 

To: Accumulated Depreciation ......
 

(Provision for depreciation to be computed on fixed installment method)
 

(ii) General Deposit A/C
 
l)r. Cr. 

-DRF A/C 

To: Authorised Advances Treasury + + 

(9) Transfer ofpro vision form votedfunds to cover working losses 

I)r. Cr. 
Authorised Advances Treasury ...... 

To: P & 1,Appropriation A/C +i ++++ 

This will be brought to accont inthe summary of accounts as follows 

IDr. Cr. 
Programme. Project, Object 

TBest Available Document 
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(10) Transfer ofprofits to revenue: 

Dr. Cr. 
P & 1. Appropriation A/C ..... 
To :Authoriscd Advances Treasury .... 

This will be brought to account in the Summary of Accounts atsfollows: 

Dr. Cr. 
Advance AccouLnt ..... 
To: Revenue Ilead .... 

ADVANCE ACCOUNTS - PRINCIPLES ANE PRACTICES 
IMa
Advance Account Accounts Activities were created for tile in l)tlrltse ol'giving certain degree ot'autonotly to certain activities 

operated by the Government. They are in the nature of Commercial and Non - Commercial activities. 

Connmercial Activities - Trading Advance Accounts. 

Non - Commercial Activities - Stores Advance Accounts 

- Advances to Pu hlicOfficers A cot its 

The expenditure Under Advance Accounts is not really an expendituC in tilecontext of'(overnmlent spending when compared to 
voted services. For examlple, purchases inceitin trading Stores Advance Accounts are made either for re-sale or for tle supply to projects 
financed IinderPart I of the Estimbates.The cost o purchases together vith other overheads coul1d be recovered in lull and therelore these 
expenses need not be a direct charge to the ConsolilatCd find. 

The objective inmanaging these activities 	 is to meet the recurrent expenses I'romtheir receipts and not tocharge to file 
Conolidate" kod. I lowever working losses are charged toConsolidated fund. The lands required Iforthese activities are given in the 
ftorra oladvances and therelore they are referred to s ildvance Accounts. 

2. 	 Authority 

The Advance Accounts are authorised by :Parliament and included in Part IIoltileAnnual Eistimnates. Tile ftollowing limits are 
prescribed: 

MaxisIiumn limit of'debils of debits indicates the IMasXiliCXlendliture that
could le incurred. 

Includes oakN caid& Ci,,,, ntr'y/ trIsIfer JI 'IlllcntS &- ot'I I Lcitedexpenses. 
Minimtoln linit
t1fReceipts 	 I .i 
Indicates WnilIellt should be credited. 

Includes olya , II,,ctry/Transler receipts & 1o1a.ccruIed sales/income. 
Maximut limit oitdebit balance Indicates the masihli, limit on alance payaIble tiGov'eratocntrl'reasury. 

Maximum limit on liabilities outstanding as atthe end oltheyear. 

The 	 l)epartment mainaging Advance Aecoit, inform the General Treasury through their monthly Sutmmary ol'Accounts the total 
deiLIs and credits in respect ofeacl Advance Accouti. They are recorded inthe respective Advance Accounts inthe Advanec Account 
ILedger in the Treasury. 

3. 	 Capital Ex)enditure To be incurred Irom funds voted under Part I of the Eslimates. 

Should not be debited toAdvanmce Account. 
lDepreciation Reserve Fund couId be ulilised relilacement of assels.for tile 

Accounted f'or as Capital Contribution.

Best AvailalL. :"4.0 

4.1 	 Control Over Lijets Maintenance of separate register/ledger to record the approved limits, brought 
forward Debit Balance/Credit balance at the beginring ofthe year. 

Record debits & credits as & when they occur/periodically.
 

3Brought lorward debit halance not taket into accoint indetermining tlie maxinumn
 
limit
of debits. 

Folhswing iteis are nottaken into account in determining (lie lii)ts. 

I+rroneous dehils & credits. 

Debits & credits rcaised ilad]jUSt111ent f'aIbove 

Debits raised for timetransfter of pril'its to revenue. 

Credits necessary totransfer voted provisiomn to beet working loosses. 



4.2 	 Variation oflinits Atvances to Public (Ollicci s Accout 

Approvd to le ob :tiined in ilit \linitci of Finmicciiieore dccCiihCr 31 s of t'e 
respective IFinanciAl Ye u. 
Other AdvalicC AccoiUt Activitics 

Cabinet Miiliiraiiduiii to be ,iiitted setting out clem I. tile iced Is wel iasss ile 
reasois wily it shouldlot avWh Leeil iresccll at tIle lile the hidCt was;I'llllllateit. 

Approval ivi respect oft l inancial ycar tobe obtaincd he'ore Nlav 31st of tihe 
ullow.\ii aiicial ycar. 

Public lnleiprises l)ivisioi ohfthe Treasury does not iccoiiiiiicith vtiatliois if the
 
annual sttllnlcnltS/acciuls 'ie 1hotrCndClrel in lilne.
 

Unauthorised excesses rcportCd to 'arliaMil 1., the Auditor (clicral.
 
Examjlatin liv te l'uhlee Accounts Coiiiiiiittee.
 

4.3 	 Limitations: Accrued expenses, accrued incomie, credil purcases & Credit SalCss do iiilt aflk.Ct 
[he liiiits. 

Prepaytments taken into account iin determining (he limnits. 

1.-I Reasons given by the CAO/AOOfor 	 Non-mainteaince olr'Ipcr accoutling :eclcrds which result in an inability to render 
proper accounting of the p erationi in imc.
 

Failure to take aiction I obtain alpproval for v'ariatlii Io limits within tire prescribed
 
period.
 
Lack of' and ior Weaknesses in nialla elent iiilfortnatin systeiii l ul low'-up
 
aclion.
 

Insiilj'iCinl atteiition paid to audit queiies.
 

Non-reconciliation (t delay iii rccl.lciliatiOll Witlh Treasury [lioks.
 
Nou-Coiipliauce vith Treaisiry Circular instruction
 

)efective Planniin. c. . 'urclases/Sales 
Non-approv'al of'applicatiois Ir the res'isiiln oj limits fir the Treasury due j0 fajluie 
ol the p rlif the Chiel Accoiunting Oflicer's/Accounling Officers tl)furnish relevant 
inlori attion. 

furtiish Iurtlicr inliMatiin when suhsequently called ftr by tie Treasumy. 
rentder recoticiliation statemetlts/ accotlts ;is prescribed in FR. 

4.5 	 The Public Accounts Committee which examined non-coiiplimices had ill its report to Pairliamncnt (Parlimneitary Series No: 15 of 
Second Parliament of the )emocratic Socialist Republic of Sri laika (Second session) hld poiii ted out the recurrence of tlie 
following ianagerial and olher deficiencies. 

Lack of proper plinninlg & budgelimg.
 
Poor accoluiting systcm inllopcration.
 

l.ack of effective scrutiny ani controls by CAO/AO.
 
Failure toiapply fir revision iif limis witlhin the prescribed period.
 

e)lays involved in reconciliation witi Treasury books. 
Lack of Control over purchase resulting ill build-up o surplus stocks. 

Poor credit cotntrol. 

l.ack of e'lfective stiles lolIrt. 
- PVirC debet coftectill.4ruc res. 

5. 	 Man.1genent of Advance Account Activities:. 

5. I General: Advance Account activities tire cxlpcctcd to be tmianagcd to ensure thit the resources available tire UtiliscdI ecoitoitlically
ttnd efficiently in order to achieve the objcclives of tie activity while ensuring tit the fitanctil transactions are within the 
prescribed limits. The fliure of Atdance Account Activities 1t reFliin wilhin the piescribed limits had c:aused additiOntl burden 
on tie National Budget. 

"iie present Government Policy is that no Advaice Account actis'itv sholuld i perate at t loss and thierelfre it is the respinsibiity ol tlie 
Chief Accounting Oficer id Avcounting Of'ficers to ensure lhat: 

Adeuate iluing fl the Activities. 

Proper umiti llice of Accountiing recolds. 

Adequtie & tiiclviiayiigelent inforiition system. 

Ovc,Je supArvisv,b ;1( ('tinll(4 B Available D' 



Statements to be prepared in terms of F. R. 

- iuarlcrly staItielltIIIS tiradlIe dhalrs. 

(lIJlIllly Sticlnenl Of Tradc creditlorS. 

lSatellemnt relatinlg to the preccribed limits. 

5.2 	 Other importantareas that require attention are: 

(a) 	 Purchases ot slecks 

Ihi [he case l stares Advince Accounts, purclise should he ca-related to [he relevant pragrlnlnles lor 
which supplies ire made. 

In the case of irading activities Iprchases shauld be ca-related ta sales. 

ltnttiticalitt OIIslaw-lilvilg. Obsolete atd daimaged stacks. 

Purchase .l 5j),ilcs 

ActUal retquiretntelts to) he ascertained. 

Obsolete slpiarcs 

Slabv-toving lttot-Ilt(vittg iteis. 

Eftective action (to dispose slw-nitoving obsolete items ta reduce or avoid total loss. 

Physical verification and valuatiot ot slcks at the end t the Financial year. 

(b) 	 SALES: 

Effective action tIoincrease sales- Trading Advance Accounts 

IFixing credit limits 

E'iffective debt cot e,tin procedurcs 

Tilely ItIn tllttelll inhittilliOtll On overdhlne LChits. 

(i) QulrtcrlV staleillent of debtrs 

(b) Age analysis altdehts 

(c) Inve tigitiat ot disputed debts. 

6. 	 Maintenance of books fin(] records 

Maintain and update all books and recllrds without 'allwing thin to fills into arrears. 

Attentian shouhl be paid taothe Iallowing:
 

Anillyse t teIayliteits and receipt and post thetm ta General ledger.
 

lRecord credit transiclions tid record theti in respective subsidiary ledgers.
 

Update genrcial ledger. )ebtrs ledger, Creditors ledger etc. promptly.
 

It has been tbs,:rved in the pist that the iove records are not properly tnaintained or promptiy maintained. This had resulted in (I 
lass l'canlrtl over activities of the Advance Acco'nits. 

(ii) Delays in rendition al accounts 

(iii) Abse nce of Control over limits 

(iv) Poor control liver dehits 

(v) Excessive build-up of stocks. 

7. 	 Operating proit/ losses of Advance Accounts 

Transfer at profit to relevant revenue head.
 

IProvisiot under voted services to be tttade to tneet working losses.
 

Trainsfer lof prvis'iil frtmtihe Voted funds belore the end of the financial year.
 

Treatntent ut excess provisiin/deficit.
 

Uttauhtrised working lasses.
 

Provisiotn in pilai I ollhe IEslimiates aler PAC lixatititation.
 



8. Hypothetical Charges Account 
tile Activity is affected if hypothetical charges are paid for.

This account is prepared to show to what extent the Profit or loss oi 

Audit Fees 

Interest on debit balance 

Administration Overheads 

Rent of buildings 

Pensionary Contributions 

9. 	 Winding-up ofan Advance Account Activity 

Order to wind-up an activity. 

Debits & credits to the Advance Account in the year in which it is decided to wind-Ul. 

Activity to be authorisCd ill Part 11of the Ilstinites i the s ctIl Year. 

iiiade I Part II Ot the Fstiliiates tlereafer.No provision should b 


Adjustmcnt of errors for closing of accounls in the Treasury books can be raised.
 

If necessary. specific provision It be miade ill Part I of the listimiates to iieet any outstanding liabilities.
 

- Miscellancous receipts. 

to be credited to 
Proceeds on tcalistion of assets to be credited to reveliue 

Provision to be made in Pait I o the ,stimales to settle I)ebit halance. Credit balance 

revenue. 

Winding-up Account 

Staltec t of realisation of assels 

Statementllof settlement of liabilities 

1P& 1. AdJusttnott Accoutl 

P & I. Disposal Account 

Receipts & Payments Account 

Accounting 

Sonc important AccountingEntries 

(I) Expenses 

Dr. Cr. 

Rs. Rs. 

Salaries xxxxx 

Travelling xxxxx 

Rent & Rates xxxxx 

Electricity xxxxx 

Purchases 
Petrol & Fuel ~ 

xxxxx 
xxxBes Best".. a "im', ' . • . " . . 

To : Authorised Advances 

Treasury (DST A/C) 

Being Ixpenses incurred in Ledge- account in 

1991 brought to accountt in 

(2) 	 Rcceipts; 

Dr. Cr. 

Authorised Advance Trea,;ury 	 xxxxx 
xxxxxSales 

xxxxxOther Income 

Being receipts during 

brought to account Under Adv' .Ince Acco..it Ledger. 

.1ZOo . (70) 



(3) Capital Expendithir 

Dr. Cr. 
P'lant V,Pqatchiincr' 

Motor Vehiclesxt 

Futrniiture , Filling,, 

x\ 

xxt 

•rol ('01ntiibuL-d ('alpil;1l x\X \x 

LcilH! ti valueIlc0 I atI pLA)lCh1: 01tII fu'i ldn Vodtedso ICI P.u111rI . 1tI I itMhlm tcS. 

(inlits not altlcclcd) 

(4) Accru d Ixplnses 

S,,& WauCs 

RInt & RIatcs 
FIlcci iciv 

lDr. 

\\\ 

Cr. 

To: Accfucd Iixljns xxxxx 

15) 

Being iiccrueid L'elynt'. :is It l)ccniber 3 1. 1990 

Credit S ales 

Notc (limits ot aiiffectcd) 

I)Chll s' 
Ir. 

Xi\X 
Cr. 

To: Siicx 

(0, 
Note :-IIiilsi
Creitesi 

101 .IItc1Id- Available Dociileni 
Dr. Cr. 

N]i ~l'huhD''' situ.itcctstlTPo: C le.d ifNhix\\\ 

Nollc:- Ihilnil', liol olf.iecd) 

(7) Pre-pay'i iiIi: 

ir. Cr. 

Plep I}%lllnt, 

Tlo: Rent &k[lUe 

I nsillicl 

xX\\\\ 

XX\\\ 

55555 

No'e : All prtl 'i nws ,%tihutldlhr l;ut]C h\ CMLICt 

The a mliic. joiurnal Coolyr%ill lt IClvi't"110 Cli'- l 

thi hltr.r 1il hitt AtlVllc. ACch1Uil. 

(S) I)cpr'ciatiuhonIr.m4 Avcui" " 

(i) )C rcciaion 

To : Accuiliil;ditt IDepiccialitoui 

(Pl[m ision fir dh.plecilillnII h CbC01)l'i 

S S t 

tu'd ll fi\Cd inl hl -1 lHlL'hfto , 

(r.r. 

xx\t 

(ii) (kiclli I;ucosii .\I( 

- I)R[ A/(' 

"To: AUllitiriscI ,Aids tiic's "Iii;isit 

Dr. 

555 

Cr. 

55.555 

(9) lrinsftrof pisioutiln from Vol.d iTlIS to clt(vi wlrhilig iltsu" .4 

A itltrisetd Ad ViiCL's Jicastli S 

lDr. 

t \\ S 

Cr. 

This 

'l: I' & I. AIllruprititi ,AI(/ 

Wsillhe bitnl hi It0Acctt iin ill the suniiu ars Il ,cc oLunitl I,till 

(77) 

\ \XXx 
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D~r. Cr. 

Toi: Ad irice A\ccon \U\\ 

(10) Trainsfer or p roms Io lil%,llir: 

D~r. Cr. 
P & 1, ,Ipproptition A/C 

This will lie hrougit i accoulnt it, Ilti Siutolitr) ofiAccounts as foilloiw%: 

D~r. Cr.
 
Advance~ Ac\cotut\\x
 

To: Rinenue I leiid xx
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5. Ai, such aiplication. olther tlihaAd latici"s to' Iiblic ()lticcis. shul he h%a (ahiic( Mlciii,mdm Wc6i12 toill cleCirh the 
nced. as vkell ais lie rasons %%Ihii ctilld no( h,%e l 'li ilis en %[hln lie hi l l \kits lollillilet :n11 l uol e l'l (lie AiiiiiiiiI 
Approipriatio ,\c. hi the case, of Ailsani',+S olPIt i )ll'ii.'t ,,lv, ',si. the .J ;iJA lii t ltsr l ial iilthil fe lile .1, 1 ' 1C, itidtc IcWiti 
1)t¢.'ctiiher 3 Iultl,',CCti,+ lililiL.'ial Wilr. Such alul icilin shiotlhl he in tlh ii idtithl illdIal 1i,-N N\1l ,,iI-1It liIe i i Mlisu Mhs,',cd M i 

Mliiistcr oif l lacia . . i,' Of hu.,t lls oliilS ih i till

' 
l t liliiis
i l'lirimjil A\ sik'l' ,,t i ll)lsic S lir ;lliot Ill i,, l t ..\ths ii.c " to 

Public Olficers %kill he js.,uil ii lue coirs'. 

6, T]he'se' llon %% het ot. ci+'rtiv i Nl.ucess als It Il of 
I 
w t let I.nsti'l+ti i I cotinultl ,. I ia',raciii I N \ill+d li 

Si'tcllal. to Ii.licTi'lstily 

NIy No,. II 21/01)0/7 
Publlic VI lllli,,t,, I)m,,,hi
 

PIIIC ENTI'ERI'RISIES I)IVISION (ell'aI "Tl',aitN
 
CIRCLIIAI No. 43 
 ('uloumbolt I 

I Ith Sirtili I1987 

'o all S'cit'tai is ifi Ministries &
 
(Chief Acc iuntine Ofticers)
 

& I 1it', ii I)p;llt llii'i
 

(A c i ((llliliicirs) 

Vnriatilon of l1e limilIs of' Aduaince Accotl
 
Acliviti s of,Adviances to I'uhlic ()licers
 

Your attention is tis [t1 pal5isit i ol ,',esi l'iilhi,.lstesli se,,.,t( "ictoli I .lter No: 12of*3 1.0M.87. 

(12. Applict;ioniis for '\alialioln i1 lirl il litlle! Ill Allfih .11: 1' 1 albI I ll' I tlillI lie itl e ;is soolli i ee i .''li'; inld iii llh0 as nl illm II 

Iiltl lhan I ' lip'Ctii sill 1' iiilsCast. ut 31 l)e t'iil.Uil lie I"1jk ',s tht .,il SM IC.II \%Ii Lt'iisidCl.'i'l li i'l\ e,'C'lili+t.l 
,citCiiMSI lS' Msieli' thi'C iS ;tl.'i il,.' V\ hlentK,..' hii h t itt It ,,htilI ,k' lit ltll i it s,'s tt.ti' hiofntljiti. Isoili i'll Si lil.. i1ii e litu'ie . 

IFn-ii ,h rid ;mid ,tl \s(itu ,ii t It ' ' I :11it iddl,. h\ Niiii i.N it l 1,11iiT i', 

0i. I1 ell I I' ii ihusIifi i . i s L s e dicI-"sl ti lh ' litltithlkii if iitic s., i ,iliat . l1te 1t is\s in1g lilu Iii.'l li-:­

ilel- ic 5 I ti L.ttci - .1) 'i. 1(.\t () PisP, ., ('iil Nit : I 1 SC i ubL-1sI 7. 

(li MNlinisl,. 
I(C ) I),Cpal (I lictill
 

, ,
 ( l IPit.,crit PIA+,l .\ddt , 

N ol i'lld In1111itill .F.) hemli \12,11t.' 

(:) Naimie i c.si"it. 

(i ll The Iiiiiis t tllllii,Cl Is i ii0i \les rijpilt jiOunAct. 
(Iti The i )rdei No. ii tlie I iniitci ut linT ii'c & Plnliiili in riei-'l. il lniv larlier applii'aliui dluigiI the y''r ,ci'tkiii litloni 

[he liiiits, itiunm il \s il t elel"aiit l. istd Iimits il applicalilh'. 

(I) The fii ll , ill liiCots it it 5f), ( I) jiltullp% pltliati'lv the Ii iLi's alt cal liecvtilI "it i'ri'St ls' llBoiks ithise iis ;iillit, 

r'conciliati 

(i) Debi! alaltce tlutlti% n:) b rt 

(ii) (a) llidcr cacl.'iir il , s ilRecolicilei th'hits Ail p hittIhc lliili )1.......... I98..
 

(h) t ln ciul ciltld dclsils iiidilr tath i.ilcoy if Ad'anies holi ........ ..... 1t19H....
 
(c) Anticipatedt'lliis iuid'r .a'h tCit i , ilf Adlvanci's lr ........ It ........ 19 .....
 

(il) lital dh il t -tir t),.... 

(iii) (al Rect nciletl cltlils 1111ti lie itnli .......... 98 ...
 

t ) I nil t'cntiled crelil li ll ........... to .......... I98 ......
 

( A i)nticilpated cit.' ii, hi ilj .......... i ............ 11),
 

(B ...... Available DMcoumen"! 
J) 

J) IV}sailiiiliittc 

The viria liii i 

t~linutlitiiitslii is. 

liithilitiisi (situit 

I 

il l t (I1.lillI t ,. 
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'Qz03. ic5,3 	 =)W-.=.r *z. .2~5 IU.)/.JI,,-, ~ ~ i4 

CASE STUI)Y 

Advance to Public OfIfic.rs Account 

During 1989 the Ministry of Rural I)evclopineti and the I)epartiicit of Rural DnvClhpcint had maintained ('li iilvacncc accil 
for puhlic Officers. In addition to loans viven h% til head llc. loins hic hiii liv the ',iroilus Kacic icies lie iC !il iNIr 0"jCed 
which have been prepared from the reports tecei d froi [lie Kaccheiics. Thc clfrctles, ol linal Ialtinc of thii ilsi e Accounl 
Ii.is aiscertained by relerence to Ihecoulpuler print, tl for atilice accounilt ent theIrl-Ieauly. 

Accordini to tlie reports of tile Kiach el ri,, .iild etlries in tile Ihl td ()lfice, the Putlic tlliCC s AtiIviicc ,\ccOii itas ill 31 
Decembher. 1989 as%1as flulloss
 

lalance as atil01.0 1.1989:
 

Ministry of Rural I)eselopiicint 3901.15.1<)
 

Rural I)evelopment I)epartment 2,1 fl7,iof.79
 

2,5-17.95S.71) 

Add: Total del\is during the year 	 4,6S I,1411,13 

7,229.2)01 12
 

Less Toital credits dlurihg tire year 80.01
5,13(),.1-

Balance at at 31.12.19),9 	 2,0.891119 2 

According to the colputer prints iutl of the Treasuly the halateeL' oitsltiiling as it 31.12.1989 oil tie above account was R, 
1,020,042..22 Ati examination carried lout tf the difference dliscidlhe fil lieg: 

(it 	 I)ebit balance tf Rs. 1.17.-11 .90 ill tire \te on Accoint under \i No. 2131B lad Wlit been ir;insl'eleld It Ale No, -129)0 I i, 
file rreiSIry in N1a I '989. 

i) 	 The following \arialotins \%ele ibSCrA id I tccii ile Compuliter li,ts (Il andilhe Kaliclieri RepotlS. 

(a) 	 Over creditsliolaline Rs. 33-1.12). out o, this. Rs. 2-11.421 02 relates to lie ycarI)89. 
(b) 	 Under cIdits tltalin- ou19,7,1ill this. RN.-1.31)1m to tihe scarRs. 2.1. lit 	 trelates 1989. 

1(c) 	 O\er debits l. 1
,!-i Rs. 133,8S l l.t lli. ihis. Rs. fi(l.7511 clatcs lu (lie car 1989. 

I(d) 	 U nder debits tlini R5 . 13 .-139.1l il liltls.fut RS. 12S.03 ) relIc, Itlilte ycaI 1)8). 

(iii) 	 A suimtiof Rs. 13,1195 paiti to 5.1 iilicels plmr to 198)9 had liici oililell f lu the "'leasily prilits htl. 

(iv) A 'ctlrtlinl Ii tit tre cll , ice.i cd Ihol ii cliclieiecs. tile aimioitint m et Icc 'ei.damoiuuntet to Rs. 233., 1(il
 

You are rtquired t) peplli 1ic,:lcilimllnll ille he I'ilic ollficrs Advic Acollllil.
 

1.Besj, Ot Available Document 

;7,, ZS,. In . : -: : 	 198912,N] 

-19H9 01.01 Fn-;..: u+ - . .- , " o : b ; "/ 	 1.6;7,700,)79.~~_ ' ~ ... .... :2i ... Z 2fi' i 

='k-)~ 	 16,81,110843 

721,911,00
198+++.123'1 F,,"+" - ,v.-_:'. 	 20.8 ,t'<1922 

2 

,82y .	 . .1 . 
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1081) C )3 ti~, i iji.) 3 ,0-- , - it i.) 901. 
q(2oD 9L~ (fl) 213i 2),Lb.2 "M) J 1 17,111.90 2) 

(if) 	 D(~~2~7 -6y"', 3,31,929.21 .z.-2 .2,11,120.02 :S299 2 ,. ,, 

(q) c2 i(. 2.1,879,74 "i , 1,309.8 0 -. 989 , 

(,) 	 & ',. w. J'. 1,33,850/- P1,89 . .2j 6.C-, (;0,750/- .
 

(~'()?C.,~.)"j C,1,I ,439ci/- zx. 1,28,0391/- -1~ 989 ~ ~
 

.251	 61 13, 

,,. -,6 2,331.60 , 

%nnn0)-)0dpV .,. n ,D5 J , :o e.:-- J n:, 19,89.1231 F, .d 6: V ", 

('alctllliol of"o\ 1r/iiiill ' cledits ind w il uitcl dchils 

-is pr kadht buries s 'reasr 	 I r 

ci. 61. U1. 
R,,. RS. IRS. 

5.2 1,36;2.92 (.l ),5 	 . 216 L,5)3.3.029.2.1 (.U)j z= f ),J) 

00,662.91 (" )65,783,20 (c) ) 24.879.7.1 (' c)jj) 

cI. cr. oNIc ICr. 

91,10,006.00 (n5) 92,43,856.00 (w.j) i1,1:1,850.0; (n ,z wi) 
dr. dr. iovcr ll. 

G,92,772.00 (n6) 5,62,333.00 (wnj) I,30,,1:9.00 gZ28 t-vi) 
dr. dr. unlk: h 

Ai'PROPRIATION ACCOUNTS 

Appr iprialion Accoi,1s are r(quilcdito hc lndccd I, (ie Audilor ('ncral in tcrl ol F. R. t50 
generally bcloruc lif cnd of Atuii ol flitlteIhlin: c . The ti icqiiircnls il iic pclparalioul ul 

Apploprialini accounls have hccii spelled fnlhy le Tircasunry ill various circulaIs issued Iru tie 
hi line. The I ost ill antll mlc 

"rcaury Vo IcIranch Cr. I .elh.r Ni. 	 1/73 ot104.i1.73 

- do -	 1/7.1 ol 014.04.83 

-do-	 5/74 of 04.01.73 

2. 	 The imporlant pilvisions: 

(a) 	 Thirc should hc no diftcrciic beiwccn the figures
 

appcaring in the (iu tcr priml out and the Appropriation Account
 

(h) 	 Net exccses or sa%iu-s umcr each I'rogramme, Pro~icct anl object should be shown separately. 

(c) 	 FIorcign Aid I-xlciidiiurc shoul hscparatcd froinc 


('unolidalci Fiid cpcidilutic
 

,(d) 	 Ut IIIICi llts ilin itic irc'. i ycar siiiltlt ch i.'ii 

(c) 	 Los" ovcr R'S. 25.)1)11 Sliuil hc cpaialcly listcd. 

(f) 	 l-klatiu Li\cn fIo Sa6in.'ns or IF\ccsCs shoulld c atcqualc and clear. They should riot he dilfereil from earlicr 
c\phalatilln 'iscn ll .\uidii Q clc ,. 

.0 	 Il l_'tCCi0 kIcilhul ;ihl I:. it Aid ClgCn1diwl 

(C) 	 RcI,,Mll hl l It liiiIN, h thaliu ofcc, 

ili 	 Ailloiilli cilihnircd uliih 1 ",i ich I11h1lmkill car. 

(S3) 

http:04.01.73
http:014.04.83
http:ot104.i1.73
http:I,30,,1:9.00
http:5,62,333.00
http:G,92,772.00
http:92,43,856.00
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http:3,31,929.21
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3. Auiitir Ceir I ili the,course iexIIxaninati ntof Approptriation Acct IiuntiIs ,l),s)li Ihte.d secral Ierror ai d oIIIi,,io[sn. So Ie ofIlie 
deficiencies ale listed lbelow. 

I) Differences betweenl the cXpeutiiture figwurcs as appealill ill the 'Iicurlev Iclurs iid tiose Slo vn ill ti Appoprittioii 
AccoLIIIS. 

2) CCrtifiC!aics. thaIht depariIMiieital \ile ICders, hah tedbeetirccil wihh 110Treasury looiks tad not b'C f'urnished [y
ACCOL'ollL Ol"II'-Sr,. 

3) Nei excesses ii"saviiis neter \'ot s had Inotbeen shown ill tile Aopiopiatioli Accoiits. 

•4) Ficuires had not been roi'lel oflIt tileli iesi Rupee. 
hIncorrect recrences had heen itide 10 authorities ob,;iIId unduci FR - 06 (e. - where t e i)SlTad aulthorised tile tratisteuof 
f*Und(IS. ltlhilri ty qutlOiLt tile Secrel Ministly)tle e 'its larl 01l11 

(i) Whce tr'anstfer oftfunds had beeii illaile hetwen l'.. jects., the I'iih/1 w'hich these t'IrariSers tad hccii MiitC tad ititi b'cn 
indicated. 

7) pi,,mi itlie il (lie I-sliitales lotuiejir Aid lxp\,eiIdiiiic had not bee, sepiarately intlicatel inl the Aplropiialioi 

Aconts.
 

X,) Erroineius dhits antld toit leeti ShIownviil stt'I'of loot-mles.
 
9 ) New o ) ects created durin e h e'ir ai tilt beenitdicated as tew ' in th eA p ropiaint A eciiulil ..
 

Il) wx-here utstandii-i liabilitics had heen sho n ill the Applopriation A.c'tills the ib.je.ts under whichIlthe liability hadib,.ei 
ilcurred had tilt been indicaled. 

I t) Liability ii otiler (;ovsclnijiCl I),.airIM ISi tad tint heM shohi nl cllcl ill 1Il:1 the liability Slowi 	 as title to ol.ier 
depailient!; di .red l'rii the ilitillonr of dehs die aceidin.t to I 


12) Li sses ill respect ot pic\i is yeas which remitiiedIuscllele,, hail hcn carried forwarih li stib 


e tisoikS oflise de alllinllits. 

sucqueitl .years'Appropriatiol 
Accouitts.
 

13) L.iosses over Rs. I.1)1)) had iot heeti individmtilly listed.
 
14) lIxplaitiiit)s turniShe.I ills! excCsses hai be l cci
101' sax heel) ii illadiai e e..'II. sIll iecase.s ti explaiation haild hen 

IrurniNied. lhere ,, irc alsodillllere ill tite cxth1ilatinis filllislied ill lile Sillhala Filtuteisli Versios osf'the Appoiipri;itinii 
Accounits. 

15) lErorrs in spiellinp. 
l4. 	 hixcesSCs tsill ioit allituti,.'Will ie trllteil ; excesses and \till le miilled oilntiy the Auditor (ecllulminll1uiliCei and examined 

by tile lPublic Acciiints Commtitiittee. These require a Suppleentary vole by l'arlicuienl. 

5. Tlle l'uhlic \ccoulis Comitiittee titici Cxaititeil [le te ,Ios ftir the ex;csS Cxplelilur llit Progra ttites and lirojc,Is ill respect i
the year 198I rtepoited it by lie Audilor GCetetal had otserxedit as fllo s inltheir ieport puulilishedt iin Parliamntary Seiie, No. 20 ot 
1990) 

")uring the course of' our exalilination wxe\, ilid that iiost of lie exjialilins Imiish.d to .your Commltlittee xwere either iicoipllte.
inaccirate .it inconsistent silh[ lie e\xllaialiois givein in lie Appropriatiit Accounts furnished flir Audil. We have oylivcd lhal 
adCiltalte care utliui taII l icell excrcisetd in furnishintilhe explaitatlins to the ('niiiiltee and te are constrained to conlude that thistin 
is a scriois hiss i llte part ol the Chlef Accouiting Officers atud A. coutiming Officers. The utiiate resull was thatl So ei of the ('hif
Accounting Officeis. Accounting uficcrs had t he cxamtini over iteta umci agaii. We were, oniseveral oecasiis. tCiMIpelled to S1111lt10n 
lie predecessoirs if certain Chie f Acci iili , f)fficers/ Acetiuill ' cxlinii IeIiiliicCrs i xleCXCs diture. 

According ii tle explanations furnished andtihe evidence gixen btefore is itithitile course of exiinalion llf Chief Ac unlinII 	 ( )ficer's
I Acciutiniig Officers we oserved tiut itu s Irala -icrialinlfi iciencies inr ,at ti tile finiancial nrallalenletit in the TreasUlV, Ministrics 
antid Departimenti. Sottie lt these ti ;liiiiiieit( hcllow; 

(a) i.ack liiipoper ilitlin . Il r leaStillLand Itldeetill o expenditulre b) Miniiieis and )epart nits: 
(b) 	 Nevligeice and aaltllhy tlvarid liiicial italnagetielt nti lack of elcctive Siterxisil anid c1itit0l rivet1in1 ulliCeunctii 
(C) 	 PiliLIeihi Inaitain proper amtidcorect accuittiing recirs bohilt ill the Mitisriesitilnd Departmrents atnd to render Iiliti liii 

aludit and otlher applrlrial, ;iutlhlrilics; 

(d) 	 Failure Io recrontcile acciunttitng reci'ords licridit:e,lyL,aidUl 'rriits;aiius 
(e) 	 L.ack of evidence tit' topcr coitiiimnicatioi witlh ''leasu inl reard ti apiplicatiiins Ilrit iISteiS Itaitt0 tihe TrCiSitY, 

especially diritigh lec aItu- iMarltllie tihitilciil sear; 
(f) 	 L.ack of a irol erly mrtig;iiseul sltetuil of hiertial Atudil;-. . 

(g) 	 I oiiice-ord inti utithii Reg ional Ol(tices; '4 i. r n
(h) 	 Non-recitLirse to relevant Fittancial Regulalitis r i I I ',it hiticcdure or delays iii such ienreit ; an d 

' F(ilPtihuire to issess ih Iapabiliitie "l jilhi,, ,ulff and deplomy thcmti u a rational basis to attend lit (li lask o fitnancial 
Itllittagelllel arid acci nriin . 

(X.l) 

http:ib.je.ts


W CliC+I)I Miu,/ltz iMn I' hff l011Ci 1 llillt' I~ol ofIIt' , C C\C.+h C,,! 'i C MiHJl 1,C\ tr I'C lc1 
, ,G lI\ , i f,,,[Ill- of) Ih '1'CCIS,u ). \ il, il 

T6. e spo~"+,ll tlili iN hall lil'uli;m l , +.cIIt)ILll, I~jL-C[ I -N.'LIIlc l d 11 + .ill theli [..\ "ti ll m id Tv.in 1 C:h ll. 101I lc',II', l w, 

i Ca%ll JIII.[ p:111-t? h e~iI( i':l '111111 OIh"tllI I";llI tII i le u l 'hL';iNllII I ll d- liIz hp%Il. 1)lllllllU l lld1*0 1 tlINC I 1 0.. i lL 

(ii) l hIttwh ais,tlle te ,es ,, ttii p litet t lttl e) / ~jeci t i .tt littid .[ ' ,,xx,t lle etc h prt ! utlt'i l l i , I +xicc x' e,l~du u;i ei,.'Cotject e t tl. aiilC()l;'ci I) ';ttil t)I; h i cc i HIe)'c IiiII 
h 

A 

(iii) ['leca tiole IIL tilethe ttle C ti - \i 

II) ()bjeei ( 't J.+h 

(c) I rt jtlt . ,, n 
itt) llItt I'IrIIIil' tt;tx lhtxi e.xcectl,.i [itit'i ielclriiieitifplebtsithi:dC 11 il1101 tt lhec ei'i,+, h he pp,\ltm~lriaitii (vo te+.s)l.¢deer; 

(lv) 
.S I 

leae ilic' ',\ kit lie t,,ex,, 
l'l,.,tx.c '.l)ileI+ ;1t1' i'' 'tile 

Si\x. ieiiiiiil) d+t .tit 
id, Itcu itk I, . I - it L I c i lii eI , ,iis d.II, t l' ,t '[Il s lch step; 

Ta) n \Ijiih ii kiNtiI i'I ' l i I ' t I0 Ite the t\aII hItiioll t W 1 10'.,c.'d,+.'d,0 ) \ViIliis it I I..ritIIcI, tit'C'Cic ItI,;ii ix AitIitIc'sCIetIed Il Ct ih.ldlie IIIe[C ,ni (l II tl/r (hI) 
(U Il has7tll ilt,,t tti s fpltimciI lli e,lo ii iccl 'ul,c ki., ItC rit ;iNi 111d, tvC il iC at JM t't1l. t iCnCICCii Ctli tiden Ci 

1 1.') h;ll)lE dc' ' )j 

[liei~epi I In1t-tI tiNtllitir lsiN ittAIttiiiIet
(h i) r, I I lpI(I II Rl litlil ftrusiti' Illi , ,il ti tlpi lt t IlII d.IIIt 1 \\1' Ii I ),H \ ,T inti [I lva tep to l.1 kA J;N I , c 'lCit' (fll '- bli llic islo Acttin tIh letl IllI i Cvt Nll NI I r l.lllttlI and/or 1 l( 

ll;)IIC CI',7.W th l pClkINi~ imull11111 1,' 101 IiI N '1poIt I i ',,i ;, V1ill~ I MI,, :,"cN 11N'c's fi,ie tllmi ll 1e,uire+ll lis, s l d lieletas i .itcc ttIic t 

id i I Iiiiiitil'c ip ih l ofi OIL' Apmpililill:,io and 

%is iii t'l i t t[,ac ct. tll tIA iiil htllc , e ewes"tr '[ li (it te l suih epe 
i C liit iitb hlil tct i ll c l ~l l , l,,l illcitiler I'- , i, lit ttd:I lt'1 

it t
ac liIL]lict il fh', F tilR tI' il ) l ula rinklli l*a 

pt[l "ltl h%%e c. mild' l,\ Ill\,[', ,, I C~ I.Il11the,I;W l 1'1,iui,b , 1 : l! i k c ill Ilc , l ic lt lol.la d C llo 
fill)IR -1=!7 I ' ' IJ l ONOlIII, 1\,,~li'ih I "'ll! ih,c not ec,,i i cd h. Noli ll [l il A I;pM'di i l +, hl lilll 

pe[I Iio iall) tttal'lc'ile ;Il!:11mcill oT i. t i Il t~N Y *, 0"-i1 rilh Cl \ 1 ll ic, it l le ..ii\,c, ilollt 11i'a Ihase,k'lf ',N i 

parties olltuui ti ll Accoulill vcn its CollcCIICJ :l ' li r.
 

Oi\') Where errors+ idl lilCL CC,, Ji'C d ClC tinCI ,,, I i '
shtild he ret.oilded inll 7Mlld .iCliOll h41h11\< rCLl( Mill Ihe U ooks, they!111:111 ,IIC; ,l IClitiCd illitl ili nCI',eSItjtUSlCl 

C\ICIIC2Itt1l 'lUl'/158t MIO.1k 1 \ (.V lXII~ [.6211(142, 

ADIVANCE, TO)PI11l F.'1+, i4 IZ,,, \(')NT 
CONIRITATION OF 1,1\IITS 

"[lii I)cpt. tof, Rura+l hp l a)vint] [lie linlistry (it Rtlral II c~l+~ iiih,,lI Imziiihlin d 2 id\cexl ' Ito Public Offi]cers Accounltll
Ilw iliig Novs 79 aidlt 78 mnd Wl 10 N Ih-ow "wei.lill va'l ed~lcom" ,,I. timtlr ie .5 ,mli A'+ucounitill . Th'icestimilated Ihitis oin exp)CniltllC. 
irec .mevrie s a n dl d e hi t h ala ni ic ' i l lal in it) i l ,N Clll llil l fo r t t Clc I ll " ') % a s i \ l hlh ,\k 


i/- ctOint N o. 
 IDu il ,+ (I Mre S D~elbit B l anllce 

R1. RN R S.
 

2 13 
 I.<I S.; - I ,Ab ,S3 1,19 14 7 ,A12 
4 2 9T) I +,0i5 ,16 0 2 . A-18 - H I M00 

2 hIl addiill~, tlhe hollowinIll inh1itn illitIll is yiv ell. 

(85) 



oi]n1der A/c -1290ll(i) 	 '[le aioim ii) wi iiiiis fill tile N~ IilnIleIL- OIinii hjIiliiCeS o' ;icciiiiiii No.s.78 od 79. 

i peiiiinp htla ice 337,. 15-I 
79 - openinei bilute Rs. 2.1S0 ' 

A/c 78N-	 ks .

138,531 C~ii 

ii the A/c No. .1290)1.
 

(ii) 	 T'Iii deil of Rs. inlcdj IRs. 570C.37i Miuile bY [le Kiliclije, to (Ile \te oii ,\coiiil li;lS jllko been ethelcwd 

(iii) 	 In order co tiitei it) A/le 12901) the amountiil ofi ls. I ls.1)9 (iliii Cotlie Vole oil Aecoiirii inl IV peCI- IiI lead1OfI'iLC olilt11 
peCiod Jaiilirl 1o AprIil. tieCAIC No. 21 itid been-1crl(i[el \\ li life :0110o1t1i hut 1101po011l (1)AIC I "MI . 

(iv) 	 'The stmi oif R<. 2701.7-11 -ililcld Ill Voic oit \CCO1i11i ill leIpeci oil lC;1id((lic IMrtile period k.l~i;tt 10 Apr1il hild heen 

til lJU diciod3. 	 P'leaise :uicciaiil IuiCtiitipu ni ii lelujis. cielui d deuil baklnce wlie ile lii' oili Akilie' Accouiiii to Rilial 

cz::;' 

eoz, 213 ;e.1 	 3;.	 290)1:.>z 19i89.12.3hl 

tO21:3 L-i., -1290.1 j~ 

3qt~j 	 q;nz tUQc wd ~"-ncj 

21:3 1,815,781 1 ,ll8191,17,412 
'I 2901 -1,075,8611 2.1,515,821 16,0,1I2 

7!) 91tp-llz eri--6 el~n 54. 21,86,686, 

2. 	 q-i: 213 qz6 z~ n-i 5 6 .i 1,38,1531 Jl6 ItD~u m cz 6j. 5,70,375 zi 

3. 	 )- '-u "1-ji &~ q ZD:) cn?,6 )~65 E£7 6(.-z-. 1,28(139)~ 4421901 nlLzi c-n-6 i,%- 229'12 11 	 i-, U- 'z n~41)lC )c ti I37z 

4. 	 ~ ' ~ t ~(O( 5Z ~92 ~u i6 Elc&6. j(~i~ 2,70,711 L) 
4':.2901 37~ .t5 a 

I"Acesses oil adv~anc to Publrhic Offivcers Account 

annrexedl liorittais. It is il liCSI 110t i l iil 01olviii ;lttliii Iliipl Cf iIL'\iC% Mid hut%li'lu. 01ntisI JCI lii \C;Ii 111ICilT eilS ;101t 

with iliN,iic lie lu tl"ii stll i it- iiL1tileC c' ii0) dIIitltlettC;iil010 C\ sjii 1 ildtiii i l''; t(ti i . '[t ilil l i.e I -iitoCees 

col Iti I ii I siil iiiiiiitlii- l ilCi il lii itt;IS;:0 0 111 	 lititlrl liot iili li 1DIhi'i) Iilui 11i1111lii illl II illiCli .i l IHiiir ! i i il.P Ill 

Best Availaci'
 



Alnex 

Ad'vance Account No. 
Year: 

ItIII No: 

I-Xl uteitic IL it MiniIIuIIInl C liil 	 I lBIalaice 
1 2 3 I 2 3 

Previous RelvIevait Suhsquent Previous RChelev'iLl Subsqutieut I'Lvis Rcl'levalt suhsijtlUl' 
Year Y'ealr Year Year Yt.n Yer Year Year Year 

Rs. IM Rs. NI Rs. NI Rs. NI Rs. M Rs. Ni Rs. NI Rs. NI Rs. NI 

1. 	 Applied 
2. 	 Appmvtwd 

3. 	 Re'ision 
Requtl~ed 

-1. 	Revision
 
(]1'illitcdl
 

5. 	 Actual
 

6. 	 Noun Compliance 

7. 	 i1ctlcelltae. 

Applicatioin h r Revision iriLiiils 

I)ebit Crt,dil I)elhil Iilance 

I. plningIHla inc. 

2. 	 Ai\mmlnts:llcaxitl 
Iccouciled %iih
 
'relttUly Bhook
 

.. . 19 .........
 

3. illlolillll;:i;iiill7
 
r.ct ln
olciliat 

f'liil I J...........
to ........... 	 " . e J i
 19.... 
s ost, Availa ,,- --,-u Oil4. 	 Anticipated atot,, 

Iuoril 19 ......to....... 


..............
19.
 

TotalI
 

Y ear 19.................. 	 Item No :............................
 

Dehii Credit Balane 

O pening Ialancc ................................................... 

January ................................................. 

l:ebru:,ry ................................................... 

M arch 	 ...................................................
 

A pril 	 ..................................................
 

M aN y .................................................
 

Jtln¢I .... I........................
I....................... 


Ju ly ...................................................
 

August ...................................................
 

Septeiher ...................................................
 

Ocloher ..........................
 
November ..................t.,,;; ..
... .. ..........
 
l)ece m er 	 .................
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D) ir1eRC L-ilrr IIfllr hujoltsIllIll ot 

i)ae of lec'ipt oI Fhna print il 

l:1i'rtieh u, )hits and (rdiflt, i"ary 

Transle r ord lers, (it a m . 

......... . . . . 

.................................... 

. 

.................................... 

Yea.r ..................... 
Annex 3 

lh m N o.......................... 

IBaihie of yar end 
Catmory of' ioa 

ANALYSIS O1" II'I'BAIANCIS 

Previous Years Relevall Year 
19........ I99........ 199........ 1 

StUSCLqrrl 
9 9 

Y1ar-s 
... ).. 

2. Non tovring/Slow IIIovilIg 

Balances 

3. Age Anialys is "Non miloviig 

slow Ilrroiihl,baances 

, +.+. .. . ........... 
.......... 
................... 

I - 2 vrs 2 - 5 Nis 

f .... ............... ......... 
.. ........... ............ 

.. .. ... .. ... . . . . . .. . . . 

ovler 5 u-s 

......... 

...... 
.. . . . .. . . . 

GENERAL AUDrT IN GOVT.I DEPTS. AND FUNCTIONS OF 
THE PUBLIC ACCOUNT COMMITTEE 

AUI)IT OF GOVT. I)EPTS.:-
The auditr l.acciulils of (Gos-. Depts. is cIunducled b [fhe Aurilur-(ieraltlf under Ihe provisions of Article 154 ollIhe Consilutiioof' fieI)elnroeraric Socialii Repiblic of lri .nraka. It is riccsaril v ill) esrerir ;irdir which Iras 10 be quhiri irrdeprdcnil Irrnllr(cexecutive. As such iris v-cry iucih relcs alii here rc'xiliiiile lhc iro'isiols laid d(\r, inhre C'uonslihrili:r atl iotlicr Iegislait) salelila 

tue indepcndenrce oftIr 0f lice of*ilr Audilori-(h;crr-il. 

(i) The Atidilr-( llemrl is apporlirend 1th1c Chiel lI\ccutivc - lif Ihe P'esirdeirt. Yet lie cannrot itlreove him of1Iris m\n. litholds olli -cdillinr pislfl llcrli%iourr. Sirtuationus under . hich [ih Aiiilli( en'ra llcarl he rerlr - i' ,)pciilnll) lid l.\ ii 
in tle cln.stitrrtioni itself. 
Trey' are:­

''- . C-TA\/AILAr+I+I 
(il Atlifinar enr uf (U )carsirage. . . .t ." tb 

(bi) I)clr or Rc'sipnaliln. 



(ii) Ili,, si13113r\is hln. d 4 the~Col~ili'id ' 1 f3 l' 3 . l'iili. -l\Clhtil1'Prliament3, mid cannot h3i mi33l3.33i l3'3 Ili' (elm33ofle 3 
(3lice. 

TIre aisur y lo t- fiac i alpi isi :I i d Nlin i ll\ of 'le ih 3d 2I? lieini li i onil c [li lt .1 Lo i . Ofs A . 1i ll ([ie 111,11 M S~ 10ill'.C~ 

3oil Clienti 333'2;ll1 60'.1i3fil lfiii311 ii3.'3.3i1iliii illiIii 3.'i3. 

Au\ii 32,iied33out3 h\3 (lie. .'\iiliir'( Icliill i '.3 Post'. A\iil, i3 is 131,33il\sii [lie tile t13.3
Ill 3.1333.Of3s.iIll ( o'M1. 1)CI'. it i', C3TI3I333I33.cL% 3133 Iiiiiii 3 
.'
ill [lie Sensei331383 3. ' after1133 omlion of33 ll3)33 

'L. !.3..1.. 'h 333 '. I li i t)lid33

Sri ILilnkai I' nv .'i 3.'33li C ;II331a 


liIIC3111 (tIT W~ t IsCIcr.,:Slic' il I t 3.l3.'33.'13jiIIL1 3.33IIIli V likeIi.1icI I . :11 33333 ,~ik 1.tI IIoIPuI IuIld - ; :RF10 h3 (IIs'e II"seI. F%i I I IliiiiI 3I 'ORI jeei ~I '-it3I33 s 'IIII 'c I Iit 
33331Illiel11 31il..itiICII 'C.S'\~i'. 33333 tI'.ielli' liiiv 1) Ihe Aid it D ept. 

The3 33'ii' ,'. 1 )11i i'. 333 d3I.III,.' illth3 30133I3.IIIIIIIi, JS' '. 3h ilil3.I'11It33: ii it wiii l'3'ieald to3 file. "Colic333'. a33 133.'of %k 3l'is lioitiAl\iii o3ri- ( ic'lic.iall. does Hot3.' I C' 3133illi e 333)3 C\533333M) IIIS;Ililli 3'1333iiif\1 . 1 I.'IA ili331 - ieiii's' Det. o i In k s t1.III Io 

Inst3.itut1ions. (AS NrIiii.:)C oupiiii. ofdj NmlI 3311lileAT333 I I3'.3333. ;iio )S..'I N813 A'.-idei thie~ui 331CIIto 3 33'. :1131d 1011 10, mSidieii A:il
;It3"3i3lto eiCa'.. ow.(SI DIiiibei'[le3i1e' 3133.''.last )i33iICZi'.33333 13333 fo 333333.'m- 1133'titlehits 33 1133.33 iii epaile u lot~'Mol331 ll
 
.-,I 33l '3ilj 3 'I333.Iii'ie 13' 
 33333 33It:iiii11' 13I3 .\3333333 3313II'3313333I\31133 'I\3'li 133. 3333 

31I'13R ',III3I33I l s I 'I Ui C l1i NI .-( i '1 1 1 \ 11 l e I1 03d 11) l it t t) t A OII l s e -1l e LC I I IIl 1 1 1 
Ac i3.1Il,I I'.C_' c A:3133iiI' 3 n ', Act3 :i\i icsIiii e le C l , I \ i33WAo e 3.C iIiI' 01I I'i''33CI Th .331i33..I33'~i I',3 3'. iiIV. ,\euOldIILI(1 3W1311133li

st\lee33i33l1' is ill' or3.less..it :\F ,i i '. ,\Ljy T Slie'rIlIIeiICI 13')'l i.'c333 unIij *\iIlhlli i33j33c en h13.% l333333.ll IVO alie'.' (331~ 3333i3 

3.I3,1'. iA\ ).illii3.' in Cil Ill IPiiliC13. l.'311a1333333.133 ;I)~i~ A33,)iii' 3 Aiiil l is [3.lie liiliii, A\Li l i ll ConsI1'iIl31,1 3 ili 1[lie
Aui toriiill Const3,3 tile it3'3131l.i3;3)33%\11 1133.33b1333( 5333.13\33 i11 '.'.333313 funcioniii 33351'.11 'Ile i' i'.13333\ il Ir,'3'ICC333 3'313.i3331 (11Al\IIIjC33-(I'33lll i (i. 313113311le'iA13',.. 3.133 tile '.13333. aud313333;I3 Ill13 '. 1 it331,33Ie et'o33li 3.'io'lllifilIL IliN' 3.133113's Tlli' 11313Ill 1333333313333. C.l3.'13I\ '.13333' 

ill ;Iddl3l~31 3333133.C.\11ill3i133311 A3.'. (;. ]].1'. to3 C.33333.33& S13133.l'3 , 113.the. oi33k333 hi1lv.l3.,ini of Pu Co p i


fi t Iiil,' 31 3313 3'j3333333'l lianciail 
I3.'333113io31 l5 i 1;\do l ill 313.11i1 file I3l333.h1 133'1333313 C.'3)'. 133.3333.'.3 r\333il333 Deli. .333313133.(ic333-.1[lie 1133.iv33,31 331(3333. Auit. 

'.e'3%il.,,OFuther lie Cani obtainj3 flie .3311.'3.'i~I3'1 333 '..3.I- 3313313333'a~ l tor tile puirpose'..il 333n'pel''.o3' kwiii'. thle A. G. 1313. 131533 11313 

A\eeid.im-, it) ,\ii13.13 15-I 1,3 (0A. G 3. 333t 1rt~~' t3o PI'3l'3ici33 33131113ill133313311'.1313er3-ile clo~se of1 financial3 yea~r. RepilIill it)33
Illil3el3i'33l 6. C.. to3se3.'3.l'333ie' and33Headi', 331'DI is no[33J3.'J . 3'','rillllol3I it is liejiii 3133 33llCictualI p li ce. 

Functions 0,3'33' l3lili3 Accounts333' Ctllliil3 . e:-

Puiblic Accounts3' (Xliiiiuie is.a Silb Comm31ittee3o3f,Pll ll,31e33 of* IllN.3.3333'.j'.31 31 For e\ 'cir3 Sess'ion b13'. s )3iipp33ine fi'lie Select3
 
Commllitee,' Fui 
 ons.iiol31I'. A\. C. le elu311.~3L '3ilill slanI3l13 O id~ei 125 of* I lous.e ol' Repiesenta33313i3'e'. Repo33rt 31 file' Aidjitol ic;3ici331
 
pelI'331333ing (33333. Deptsjl'. Ai33lloiii
and33 I .333313 .1 31l.' 3I3'lilfelllillcll is1 C3'Ide3ldt31 '. A. C. It il.111' 111'333iilcl explanatllions' Ilo
Aec) 33333no3oficier" a333dChi ef Aee333llillLe Oliecl'' aldeimi'1i3 proll pli'3P3'l. 1C1)3331 to13 ic'313313. thyit S1333 hflC11CO~lil
 
rue ,\ccoutin3331 (mie ii~c'
)ll 331( ijciacclIillin~g Offlicers. 1333.exam31ined1 by [I3lel1.A. C. 3ill 113le iiIhelp 31le'1rc~eaiiy OIl sand3tile A. G. 

orhi ipesnltv" (lipocednosof1 e pubh ed as"-siona113 of1p3.el'13l publi.1'. A'. C\.MlIC . A . itsi paiper fo3r [lie 13113r1313i33 

tilie [ill~lie Mlistn g3 ieecessa1ryfl~ekIil\, ' N to3r3 iI3'.3r333.i3333 D)ept. Ministries3 to illip133e331lito3( iI3. and13 f13lerecommendations1131333'1i3il
 
by thle li3'33li3v a33l:;31'.3pub3l'ihed3 13333333131l3 N~iliLitCS3. Public Accounlts ('333;
3333lirile kilo%%it as'*ICi3.'3.ury 3131333is33 ill polrtan isi '3tution3
 
thlrililgh wh'lich PIa3ri31331 Controls33public linllne 331ilik c3333333ryV.
 

Theliconshifitioii of' 11 Democratic Socialist 97 Republic oIf Sri Lanka 
(4) Where tile P'reidiient dissolves'33' Pl'33'Iilti 13313fixes a33dale3.'or dates3' 11r i GenierlI Election [lie

Ilr3.ei13 maily. uniless parl'11iment3 Iilsicady133333 3331113. blillf. at333113riz.3Jpl333ision ill 11113 tle isslI (rill tile 

151sldilF IIL Mid333 I 'l)llIdlil 331' he33''i3 iI I')Sl.ihi~l iie '0.333'S CI II ;IS3. HIM\l.3' I ilei 11.331333 C'333ii33333e3 

123 Thle Minlister ill chllii' of. the ti3lim13.3'.31 1 iin3.e, if' '.1331.fj3.'3 

(a)1 '113133iliere is i3.333 II cfilrl. .33113.''pc.i331333i'. 133331 

(hi) t11hat1 pr'I'.333orlfI .~lic 3313fIMid'3.' 3.3153'. 333133,w3ithi le 333333311of' 3file Presidenit. 
33333133rize.sioni 1133.'r3313pl'3i'.13 he 3331313 by3an3i331'1:13.3 friomi lie Coiitingenicies Fund3t. 
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A l " I'll] ill ltC,, :01CI C%T'I+ , Lh illl, it S illlll+i'+\ im L 111,ill lY I)l l 111+'td , t ,.+, 	 l .m'*ll n :li+\ l II+,t CIIIC+ ~ 
Ihl'i ll I ll- Ii II' It C l i : it'c is I a il11.'i l1t I l' iut I. 

15. N o [till or m oLtio;n. mlllil l i llL tile+ilisl~tl i 0 1 01 k 1111 11',l~~111 ( '11 J"i l_' ,I the' .++t + i kl -11,+il.,,111110 L 1 

COllsOdiatCd I:tilltl O+r tlher ltlllds ( t lhe RI )UT, I ) . t"leu+im ition+I 111 l.111 1,1\ (1th Cl+,).1 l, Itlh'lllk0l1l;ll101 It, lilt ,1h:L'thl'_U illhc 

or+ 
seductionlo al ax tifoii li~rt tle heilul ill force shIall lie ilillltodtu.ccl ill I'mIlimntlc'ul cx .'llth\+ i Nlilisk.'.lthl . 

?\ ltl,le 
aatnd tlless slch Ite ili r llliilioii ha 'ii iii Il ithii \ e (iuit III Nliisii cis itlill sltil Illir Is 

tele ('ahinct of*Ministers io;i' +ulioriit. 

53. 1I) l'hec slhal he ;i Aulilor - (itnral ,ho shlll he ijpiiilcid hislilt-' it'icil and \hIlls Aiitlo (kmleri! 
shall lold ,Iice diii i,c l)l.isIehl ioiir. 

(2) 'he salar of" lht Auditor - CG;incraIl shall l diltiililltil h\, l'aliameint shall ht' 
chared on theConsolitalted ltinI and shll t ieliiilisidl during his licrli o oilfietc. 

(3) The Ollice oflth' Aitlihor-(itncral shall b'coini' ,c'ilml 

(a) Upon li,dlth: 

(b) oil his r'sigii;ti li ill wrlille dii tii liii PlIesillnt: 

(c) Oii his alliliuc lil uc ol 'i\l. ciis: 

(l) oil 	 , timval hy th lrtiis.dit on acciltill ii! iil till or phiy sicMal (ir lletllal 
illi millii! 
S 

(e) Oil ]lis. r-clm ill y fihe sc.ident upon all adinc,,, , il l;ir li i~lt. 

(4) Wheieer tie Auditilr-(ien'mril is iieN t10 . l'tlltliii,i dishi • 
thiir Of his Oiilhcc, tilc IrCsitIdelli 

Illay appoint i pelrsill tl act ill lae ) i.' ,\tliil-(plalcetti 

I.1 1 ) I 	 Tilei Aindhit-(a;illc;el lilla iilit Ie i li i]ii l iihtd~ liiic StlC ti iIO(it' Cln ll llleit t
Olice: o," tile (alllilict JM+, s; ScUl'\ice++ Commllliss.iont Ili.,' Comiio.Nin.ol :lil..I 	 tlhe .lu1diciill . Plhlic NSm~ice 
lParlianicntim , 	 CommliIssion.erI lot-"Admnistr-lIationl. tleu ,ecCt'itl V-( ;C+'lICl;ii (11 [';Itli;Illll dilltl e ('tlllllliS,,4+l rI 

ofl E lectiolns. loc:ll aulltorities, ptllilic L'OItipoiiI+oII illl htlsillesn Il( 1Ithc'UllltCIl1,11 ,11' Slt'd ill tle<.( ;O\ lV l'Illi~i.'I 

IlldcrIiv lil ttll laws'. 

(2) Notwithstandin,! tile p'rovisio~ns,ofl ,lir llh I I l thi, ,\ licle+ [lhe M hlliste~r in ,.hl~ + i 

any such publit Ciirpiialiill ir Iiiisilit'ss (ir ith r uideilakinc. \s.ith Ihe Coli tC'i ,C iI1 Ilt' \ ihlinlCr ill 
ch-il'e¢ .ll' tile mill*uec ill"fi'lilliuue: illi ill clln illutoll \k illh [Ile¢A.\u ilolr - (;ellcrall appoinlltt ;I tilullili'd ',lutilolr 

ili autlililrs to ;iilttil lIC ciOlilills OI" suicii puIiic (itupirilion in hiisitn s in tlhucr iiidcilakinii. W l'cr sctlh 
apoilnlllienl is been Iniad I tiilt' lNli.lt.'r. ilie ,\idil-Geiic ll Ilia . ill wliill. i irlli such iitldilur ir 
audils thl lie pripoises to iii" hi i lieu sertis Ilie lit' lorilll t i' lll lischiiiirkcc ,"Ihe Atlil­
Cieicral's duties and l'ulctiuls it) iilaliiin to such l icl ctiirpoiratlio bul ils tl other ulldrtaikilnc- altd 
thelepill sulch ;iulilr oi cuituidils sii;h!, ;it I illider fhie tiiteliol and ctotllo of [Ile \udil ii Cnlll. 

Th'i custiultio oflt' l)eello itciuiilSo c iai) tpipblic l"Sri Lianka 

3( Tht- Audituiir - C ia;eesiiil iiisi lie[Ilfltln alid di.usei't. such diuties clihitiins as i yi,he 
pilscrilii by l'irml li thy lvw. 

14) (a) 	 The ,Autliloir-( ent'ra ma llit plirepiuse if thiliirilrlarllce ailtd dischllrge of' his 
(fi llld ltlnunilin illmf-lg huestrv'i'es of' . quialiied aitlihu ill" aiulldil'S Wil Sihill 
tlil tinder hlis diiecthon andilconlliol. 

(h) If th Aldilor-(culeral is of opuinion lhiit it is Ilete:;sar to oblain assislnce ill the 
exallioitilon oif aiiv lechlittill, irofessiinal or scienlil' lirtlullilill ieval l to ll ilitiit, 
lie imi clgel Il' setr\ ices of 

(i) I lclsln not ilil iin lllalgi'lll
acil~cilills (11"whic:h aiic hein, aitdilctl ou" 

do lpile ailsl,Ihotly ol adllllil) t 

00i ailiv' technlical i)l" p~rofe'ssiolnal olrscLieniicl. institutlion li[l bteii'- all ins~tituioln 
which ha l i)ly inliclest i (hli Inaaigienl (t' tih le ir OF .tivih depatillenti 

body rhIilhlilhli ,
\' 

aind s+tuch ~ciso~n olr institutioln sha~ll ;li' undeur hlis dirUctioln anidtColntrol. 

(5) (ai) The Atudilur-Cencial its ill pt'rsiill illlili/cd hy hill shilll il ph]'rllnelnce and dlischatrge of his duties anti 
fulintions he eIInIited 

( I) t) hasve access Iii all bliks, re'oiiis, iellilsIiiS indlh tliiiuie ts. 

(ii) haiiiie iict.'es to sltlres aild othlli'r prullyily, aini 

(iii) tI lie Itirnilitl %tilsisuch inllll tiilln and exlai nsi ,;lliS mali benl it'C' ry r, file pc irlt icin'c ii" stich 
duties auhldflnitiiiis. 

(b) lvery qulalifiel cudillur appoinlted to autlit tilIect'iiilsoi illy iihilie clpoirltliil.if lbiiniiiess i illhi'r untlulakinti 
or any persin authorized ii), such ailuillli sl aill h' ciiiieutl to like ;icess: hiritli n iiiul .exiplttiinsin lcillilui to 
such public orlporation. orlisiess or olerthelinllc'rlalking. . L I''LA, t 1i-; 



(6 ) T h1e A 1tl \ill 'h.clc. 'llt il ill 11It ll l" kll 11. 1,-ll t'k 1 l ' O A 1 1 .1 ; 1 , 1 l i k I .i I k c l , 1" ato"i'l l ni ' IlI , il I t ,'il..+ I, " tl !,.1 P:-l i t l \\1 l +I'L';+I I h ~l u : ' l J\L',' 1III IIt,t l OI ,I I I l t +l \ l th +l n h tll ll 


(7-"+,ll+i ,hed i \\dio ap\\. p l tj..- ,, l , - in p'I~,, li o , I ~j+ Ia I.m. < tI fhU l ' l,'l , ' 
 , + his+I IIIIh IIIuILetu[+! u i I 
Mi(lsLb hlli ) Ilivill to. \Ile lAli'tHliot.hUl,'Ill4,11t.'.1Lpi t'IILl h "h .'i11l llt'l i I ll ; 'h ll,'u 

+,tIll~ le % , p ,\ lh ( r1:l 1 1 ] 1,l~L I11+'. i l i l1 ,1 1f t , t 1 ,1 
.* ' ll l11. ,; 1 , IL I M A 1 1 f i tIIl l , I' 

.)+ . itl'm IIi r o. r h'ALr J'(thvl.,t ri I II It l vhtl rlick%1111'ti '111+,J~tIfWIi~11 [ II Mlk'I 'm Ii ,S l I u .11,:CL 
lllc('+,t A.t~Ill iq St' I uJ l+ ~III. ofh 1q -~ 11+xh,ill ,II' 1 llI llt'lV 1.1 111 ' h I.LM+ h ll .ll tL O II11 1' lllt.,m l I t is ;Hin 

l+;Irl;llll'lll\. Ii AL .'OIhIii I \Ih ,Ill I + C.lt'Ll +.u ll)l," I iI ' I l Il II IltI I 

"..,1 1CIII C llkk )III'III\I 41 l ' hd -t ~l11'+ , ],'i+ll~lP ,,'11 Iil il+( 1HI]CI , ilh,11 (**u htu, tihll)'l,+ll r* 1, i M10'1 
( "lltil llic + + t i a m I].I 11,1+ ' IJtI\ ll th ] \ (il i IlrwJll,+h .l , l l 't,,c I ',I IlI I i ', l U ' 'lll110 11 11. 10t tl].M I I I l I ' ,tt lH ' ' '[ \ t l 

,'411' 11M 0 1H%1 LIIIL' I l MlI'l IIl+-l', 1110 l I I I +t1111"h1Y b " ICl' 


12 INI 


id ++ l l T(',*t '.hIll " 01t1111,1 +,111 III l IL IIIt ICII t' l.1h 1 IIl ' 

(N~l II I I()N N NIN~i ()I'l I I'I lh Iwic 1, 1,hi].1 II'tuIIrIl llI' ]+' L tJ.,+.llt' ('tHIIIIII[ICC kil sIIIItIIIlin" 
()rtJ cl, collI'l ln -! O fi \Ih Sp -l-,, +l 1t ( 'IKtIII ,IIII till. Il )]tt S +till%~J~ I ' l I ' ir il+ ',,, I i\.I~ 11"I 11],'1 l 'll+.t , +'k 

'l d ll %,J IIIIICIIll illtI iti+' I k,I I Lk Ill Wll I II hI Ih< 11' ll 1 lilt" " 'sltI Il WI. (h II' l' tl11 I -h.I 1 ]hC' l 'd IIh]. l h I Ill JiCll'+HItit;­

11 I - .li ll'II! h I Ih k- S 1 1I L .i ,I hhI I \,l'Y II I I 1\ ]I)(1W (II l I' v, Im II I I I CICII C' I ht 'I I1.1I1lIl, 

W NI II PI.I' % ~ Ih\IN'NI-. ('( I I: (IN I.\,1X \W' tt< - .SI "Ih Il 11Cif kInl hh..ilu' Ill IYckk I J l.,,.I 111C(', IIIIiT,..ti ll
" 

lmftli;lllltIIt lill,,illc.-+ < ,+ l I,i I.' iI. 11h1'1 I)itI e~I. Ih:J11ul IIi pt%,Illif, , IIILI~ ksI11-., lilt' (+C lI II ll (+llIIIIIIh'' thcI , o fI., 

+J+' oHti Il.lIk-d' \,I lic ( 'O IIIIIIIIICC ill 1;']''h11h,111dI'l , ,h lt% , I lilt' ,L ~ 111(l . (11+_ lk 111.11'11h,Hi I I ('liil~ < ~x l . U1tl 11111 h I~ IIC 
,11h11., L11.' llh II.C tli" 1tI,xh I 111tt+I,+h ] ii ' x ll,111 I~ ; llt ' h'l l k-I 111.'ll llI %1", Slr] . klt'l. Ill L11111+,LI I otll ,\ Illll lI 'I lli it]o fl t l+'h ' 
11Ih , 11. IP 11 1 1,Ol-,I1h11,111,1% II' h0 lhL-' , 111r 11Ch. h All: hlilo, l ("1 +IlliIIIil'- 11, 111 hk- .ir'l k ! i~11 1uI +I In.t to h I ILI' . ,:tlll h .iWIN 

11\ I( N I'I'Iil I - I~u th..tI I w ' !125. 1 111 I \ It ' siI S I I lh'lUk ',h 1 Yl, ( ' I I II II I ,C1) ,,1."11 tl Lt. IL ( ' rlIIIIIII C IIIt.' IuI C. 

. 12.II~l 1 111,1Ill - [IIC.I I Ill.%Ilt.I "I It~ ItI("Itl \I C\, ll li qtl'i I )IJI III lit W 1 I'Ir le .111o ~ iti I 11Ie S ll 'IIIC Ih k I;IIjtlI­

toCHI10 lh h, \i +CI' l t . ' IndI\ l Ol I" "i+',' cll I , o lliill Illi kI %itll \'HIIIII h~t\ illll+ ht., + X I c , ) eL.l m ilk ll hIL, ,,iil l,+ t h 'ile p lls loI 

file .,\thilou (ic.ilcl'l II hqlCOII 11r111lilt' iLt'j+)Oll (11 lilt' ,OLt H K i l,',HIOi,'ll +itlill l Ic.- . 

ShI Id iIkIe l'iIIII I IIII, -I l) aItWI ~luh ' +ISI I- ]', 1C Ih t.IIIIL'i t + l~ CII10 ti~ JxIsII\,II P. I IIIl.in 

11-)(l'lI I'll11iI~lt . ,+h;l11.111 Ill I 111IC h+ II hIL. I l )(11t(It I l'Of 1,111W ll ,I I I l ;It Ck it lll s C\;iilint+'W l, [le,. I' I ;11I)CC'+, I1114 I6 ;11 Il~lOCC+'t'd l cS". 
[+l 10IlllllII ' 11.11l;11'L'I~lll I +IT ll-, 1L llI 11It ;IIILI (11J jlll ; I~ie I" I.1 1 1lh lICIC I l. 0 1d II )IIII C+I , 1()',ll H( l I\ I 1 l lt II ILtl . ll i . 

+,I-I A le,. I'HlllOfilI.'C.' I11,1\ \t huC l II L*( ll 11 ICI, 11+ ' I11111111 , 111 ' 11 1 0LMidt CIIIV iJ, . dll)- Il~l S+lhL ICC i 4V CIIL I ' s 10) M 11,11ll I ltl )i i 1W 
M'i .. ll illl I IL'(t.'ill1 i l l I +I IlICL-. II 2t +'L 'll I)I tlI (Ill11l) tiL ll h C II 111dtIIl •ti .'l ll 'll s . +.'I tll hlil , ;N+i tlhe+( '(i111 11 +lee++L 111 cll,..t 

t, i l(I I% IIL ( ~l (zI];IIll III] lit' .L 'I dnili ti I (t it tIIII IIILIC' I!I;,I I I I),I lotII L'tId ( it I hsll iN11 c. tileLq h)o~c ' oh m on itt l l ;IIIIpd 

(0 ) *lilt'qtittltil '+"hIII 1hC hItI! 111CIIIlh. .(11[lhe (C IIiIiII 1, 


ITII: PI IC FRN' " (I)
120. (().%I ()N I I I SFS'It.'; I Thew lu l he. i CO11n1h61'CC 10 he_,.IC'.i2ImIC( 111C.('0111llli C.o)il I'tIilic 
1 1ntCIII~l'u L'C III.-liL' 01 tell I1l,1II1hh.''• Ili{ IliII .'Ii h+\ the. (+*OIIIIIIiIIL'd ilI .%''h.".: i~ ll. 

'
 
,
(2 ) It s+l'il]Ile. le dhillV 0 I t' ('0)I111111llec \IlI llfi [le,+oc.'o11li 'o '[l-p 

+.h it ofJ publicu liliiis ;ll1(1ol" aly\ hiti++,icss(k" M ick? 
lllndel'lli!+ \',u thi ;Il\ \,lll 'ml~,i l ,(GIOullll lahid hehui..e Plirllicill, along, \611ll [lie lcplsr Au\lolr (-1L,:l11tolthe' -

Ilh civ.o ll. 

I I T'Il . t. lilli icI ;II. ll I t+i mei~iIto ( +11.. lep,'titl, l l h iC '~t~ tile h i ate.'+lllltPlI l OII+11te1,\Illi ilill l liI e'lllILt lttilil,+_.t ,, 

+filel l ill;lII-" 11\ I lI ) I~.tL I~l slltl II\\II h (+\L'Llli II lll IIlll (1 ll ;1\h+l+ lLI - 0\l)htl ll i l o m lll o ic 

(*OIMll IIiIllL'T iI ;I +Ct~tIl11 Ilihudth .el, mlll k"i a . , lhe IAll . IIIH tllh liil ,+t-", l , CI such pl mIII( I+iJ1111Iti ++11 lCllof ic~ CoII al o]In 'f Ill\' bus++iness 
(11o+h ll t ,l 1 |i1 ,.testd lllI(t+lr +ill\ \\ kittIenI lIm; ill tile_( ;1\cLlilllle'lll ill tile ( o li iTeII) mII,+dIIlh icl. 

(5) ]Al-CIIIIIuO (llli~c Sti h.'l'• h01 IX'(11 +iiIl uh.'lllll •hiIICC1hIIuI holqlIu ) +•dtH.N lIv'I1uI( \ h I n hlllllllIc.lu it and. 
.(.Illc,,lill ;ll1\ p~_l +ll illlld I lhi l d lL hbook l do ( 10 tanhJ l II I)cIX'. O ft O)I (IO CIlll II ~ltlhI;O,.' il\'C.'s SIO+ illt ii.I CS' 1110I)CIl 

Ino f Il I] ltilll) tIt 1le li "I IIIhift I 111111 .I h I')l~l. fle l ik 

127. (()M MII I'II ( )N l'lIVllIlT ( ilA i m h s•~ al l lie i (oItumIlhh.CC.'ITh C i IIt h' I lei.,+th O.Ill I' 0ClOhluIlll i\ ilLues',, O~lli,,lii, (tl 
I101 11111C Illitil tll II llln l+,.N Wh 'ue lliliIdlh.'t hi lilt ( '011iJlil.I 01SCl.Cc i~m h ll .'\;llllill~li~t u O Of' C'\Cl. (.,+)tl o,,l 01n 11I I\ ii\'i ft- 111ll1 llIl'\ 
he Ileh'l,+'] to it Ulltmo ionl lll k\ed an i lt,mcd h) Pittliailll. . 
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T 	 M "reasury Circular Letter No. FIN 227 " 
" FMy,No. FIN-1002.260- 155 

Gencral Treasury, 

Coloini)(101 
1990-)2-15 

To: All Secretaries to Ministries & Ilead of Departnents. 

Calendar of Returns and PeriodicaY Statements to hy rendered to he Treastury, Auditor-General etc. by Chiel'
 
Accounting Officers and Accounting Officers
 

It has been suggested that the Treasury issuzs an up to date Calendar olreturns and periodical statements that Chief Accounting 
Officers and Accounting ofticers should render to the Treasury and the Audior-Gencrml. The Accounting Orticers could then instruct the 

_Sub-Offices ind Agencies accordingly so as to ensure the prompt rendition of the returns and the periodical statements. 

02 The Calendar referred to above is given below.
 
"::" :;:; : ' ' " Frequency (MonthlyD e -'
 

Description olReturn or Ref. to FR,Try. Circular Qrely, . ontaly, Du Due date

Statelent or other requireient Q ualyC, I. rom o whom

S -"annally elc Fot t wo 

01. 	 Monthly Summary FR 416 (1) Monthly C.A.OO )/A & P * * 
r 
of A/cs, by 4A AO. D/,IF& R 

", Class Dcpts. . .. / 

02. 	 Renewal of Credits FR 369 (h) - do- - do- - do - 13y 10th of the folloving 
by 13' & 'C' lass FR 369 (c) . onth. 
Depts,. 

03. 	 Monthly Abstracts FR 545 -do- Govt. 1)/A & P - do­
of Receipts & Agents
 

Payments ­

04. 	Flash Report Treasury Book-keeping -do- C.AOO 1 D/A & 1) By 07t11 ofthe followin,/ 
)& RBr,Circular No. 7 of . A.OO 1/F onti. 

1986 

05. 	Imprest FR 91 Annuilly - io- I)/A & P) By Nov. 20th of the
 
Requirements by current year."
 
'A',& '11'
Class
 
Depts. for the
 
folloving year.
 

06. 	 Petty Cash Imprest FR 373 (3) (h) do-- do-By st Jan. of the
 
Certificamte from tit . following year.
 
'C Class Dcpts. 

A(* - .After 20 day Small Dcpts 

A fter 30 days - Medium ns.~pt Ministries. 
Alter 35 days ILarge Dep's. & Ministries. 

". st
 ' .	 BEST AVAILABLE COPY 
___________": : ' "'':' ' ;7' r 7 Jr " :"' S ' : 	 B S A A * ~. .. ' : 7 ': <'+ 'k; 	 " 
(93): 
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II D.lisanay:aka. 

D l\ l ,ecltahlr. It) tile"Trea;surly. 

(FTTIle STATEA .([{I 
IPR()CE,]ID lI. IN RiPIX FN(, A! !IDiT QUERIE,'S 

TillI"E ,ItoIIE :|II' It. TIIE PtI I.LI CA"O NTS CONIN IITTI' ANID TIHEP 

, ' 
"W iVlhot all l [iltl l lib lI'.\ %Nto ll tll t' 110+C0 111, VI C' is tile"Nei'll till lIIIio ll 'lllld ti Lh l~ ; :111 It tilII I II t t 

-.I.Norlmanlin 
•"h v, h I .1 tLcll l tliilllll'-' ,10 AIt'll I. \, 'n i l ll .._1111 ll \t ilhlllf Iiiolou,, pllblic 11illdilllcuh !_iIIlllC hi accolllabilil% 

-Slt' ("olnl11llolltI'l's ( )ll/ICt Of Islkid. 

WVhat is altldil? 

Anl ;.tltlil cian bie dtl ed it', IIIt' ilt' t' l ild , t: lH i fii lin ill 11.tCHnt'l.i (11 11 ' ;111chln ;lxn Io ll li 01 l I'l~ Vllih. k' 

i; lnll'q i fttilli lll ill itll o l c 1'.Ih11.1 .IH11,4 ;ll111 Ill t.' m pli it I- t" Jllh ,all-,'+I'll;Ilil\ 'i llh!'id llI.lLt IIIllltl 
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bbjeelivc declared to b~e,uhjeved. ThedshreO7 awmna t rescnsibi lit), by' those responsible fo i aa~eeio ul' 
l~nais piiiiarily thiroughi accounts disclosing, ill finaniall tcrins, thle operaitions, results there~ (Ifaiid (lie. Maletof aiffairs as at taie 
< dat le ntsits represent ntrecord of tle management deciions which have to i. takein wit due regard to iomilice, LCilloniy.11aLo 1W 
eliciy and effectivenepv The tradition is to furnish acSountabith9 steitnts annualI on 1k basis of hooksand reords mainianed 

),themanagements, 

RlofthenAuditoir Genteral 
office 61f thc Auditor Generaliprovided for it 

iiie n ,niilr , ie iF1ijli.adianaclc o i c est progris of ti i sae lad iscrged heir aiccointabilityI 
re~sponsibility. 1Thus thi. concept of tati. audit 2%oni.0 of the intirnaionalIy accepqte~d pracitices~to prov ide i systemi of chec~ks and hialnces 
onl the mtanaigement of affairs of the.State. A cariidinal princ~iple. ill relatiion to awdit inl ihi sltle %teo-01is2 thl iiidiotndint and unhiased 

S. ',appraisal of the imanagemeint ot affaiirs by til inde~pende~nt profiessional authority. 

]inkeeping Withi this lttle honoure~d inte~rnational priniciple the successive coilstjttiiioiis of Sri Lanka have tn'ovided for the 
Independent appraisal of ilemanagellent ofall goverlllenlt afhirs 1)y the Auditor General with specific provisions to ensure unistralined 

unfettered iiccss to operations, i normlatioin ind ocalions and rithl ofreporl to Parliiment, . 

EIecry piece of enbl lag legislation setting up o a Public Corpor.ion, Locd Au Ilority etc,, Iakes provisiun toroa, indep.lideat
audit by the Auditor General. Apart trotnt suc slpec fi provisions, the Const iution of 1979 provides i A'tile 151 (I) hat the ALditor 
General sh.ll be auditor,. 

"All departments of Governmint, tihe offices ot the Cabinet of ministers. the Judiciil Service Commnlissio, Ithe Public Servi,
Corlksioln. the Parliamentary Commisioner for Administration the Secretary General of- Paalime lild the Coimnissoner of 
EIections, Local Authorities, Public Corporations ad Business or otlher Undertakings vested in the GovCrnllelt er any written ....la' . 

* The Constitution also required ,he Auditor Geniral to repoi 22 Parliament on tle performancc and discharge ofhis duties ind 
functions withlln 1.(iinths afterthhe close.ofelci financial yiIr ad as and whei lie deems itnecessary to to so. The Auditor Giner ls 
report is then referred to either of two standing Conunitiees vil Public 
Enerprises. The Chief Accounting OfficerNd Accultii g Officers arc tiebasis oflthe Auditor General's report. 

:in relatiol to public Corporations. tihe 1iiznce Act No. 38 (l" 1971 spells out in ooL',i'id'l;dl the dutics of tile Auditor General 'is 
follows..' 

"The Auditw<-Gencral shall inspect the Accounts ,tIle finances, tlhe imalgeent of tlhe finances and the propeity of a Public 
Corporation. The Auditor General shall as far ais possible and 1% ,r as iecessary exailnine: 

(a) Wh~ether thle organization, systems, procedures, books, records anid other docuinins have bee~n prope~rly anid idL(li tley
designed from the point of view ,flanciil 	 ot view ofth presenti (ofinlori tion t).ontrI il poses aid form tIe poiti 
cnablii contiluois evalualion ofile activities of li. colporntion, and wt!ethlersuc hsystm.ins, plroedure :, books reicords and 
othe1r doculments andI incffieivi. operation ­

(b) Whether tlhe conduc. oftlhe corporatiol hs been iinacc(rdaince wih the law, rule and regulations relesvait to the coirl(ratioil 
;aid whether there tias been fairness in the idministraition ofthle corporation: 

c Whether there has beencnilmi anid efficiency in the commiimnt Iof funds and ulilisaiiw of suci funds; 

(d) 	 Whethersystems of keepi,,, g moneys and the safeguarding of properlytre satisfactory: 
(C) 	Whether tlhe accounts atdited have becn so disigned as to present a true and f'air v',w (f the affairs of tihe corporition ill 

respect of [le period under considerition duc regard being had ti priiciples of iccountay, flinancinig aind valuationiand 
(1) 	 any such other matter as lie onay deem necessary. 

1h order to disc arje th onerous duty cmi on ith Auditor General Articl. 154 (5)of the Constitutimn also provides: 

"The Auditor Genera or any person authonised by hin shall in the performance 1221(I ptlcs and functions he entitleddischarge his 

0) to have access to all xks, records, returns and other docuients; 	 ­
.I" . (i) to hlahve access to stores andlother property; and. 

(iii) to be furnished witl such information nd explanatiolins as iimay be necessary for the performance of such duties an(­
functions. 

parliamentaty If 2salcieved 1u21 role in this " 
*process is not visible. 

By tiese mneams accountlility Isdischmarged a d ircontro mnance often uditir's 

Till COmm-mm EON PUIILIOACCOUNTs.
 
w
The 'Cotmiltte public Accounts is atPar.litmniitry Select Committee, conis of 10 me bers of elected represenutatives.

whihen, is empowImered to examline the counts Sh'owing tlheipjrop tiion oftili suls granted by Parli crmttomiclle public expenditure 
and such ottier uiccounts laid before Piarlaiilel as thi. Coummit tee uliy 11111klIt, aitong Wii thel re~ports (ofIlle Auditor General the~reonl and
the repotsm of tlileAuditor General (In Local Authoritie."~. BETCP 
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t I . \ I-,d~ ~ I IIIIII . H Itk i.+ I IIIII Itl 1 . 1 i , I III II,.II II'I 'II l tI.IljtId. tI' , 


I l ' L l.' , ,I t mi l1 t L t 'I I1', I~ % L, .IIh I +1 1 1' ( ) ll' I I \ ' II 1 1i( ll l .1 JW'l 1 )it'.l I I'l l lIt',l~ N1d I I ( I I I I I i 1 1c 



N lw'iilisi;hlan iiin illO\ C I¢ l;li ilIC;Ile III' s I0 MR1il 11lpic I, sWI11' d In s t.lcIli,' h iisl:IiCCS \\ i pLi) ird i, loel el\,C. cass 
Ili' toi Ithlie IIladO ,ht, 1[I I) iihiidc'lvs ai hroimyhl liici'S thI l)ep;niiMi't hI k'l li leislWlhlsdi l i h li\ I( iciie;il. 11these 

i !o retfel i l I [,Ii li;illi.iin he II il Of )eI;IMIIIIIIiiIctic'is tool w k,responseuil lie lilltel is I) ill Ihic .\lklihi( 
k 
Cten eICIU t ;lii l lieI 

clinialed is CallL'duponiihiorc Ihe Iulic Accountsiiis [Icsplaiin LI ,C\iihi(,teldrie.-, IC'i.( 'oiit.te his lIiliII l , ;hiII . 

TO CiNtIlreiIt-IIIli li,, iI lairi.ess ill his plel ln I iii li Iilll i \ le\s i P ih ,.\dmiiisil ; mii ., hich le rcpolt,. ile 
pal ialelI and he I

1
,hiu whio aticfinll illereslcI i IIle¢rpol. fhe .\lirt ( erieiI Willk I)ICLles ii i le t II. L lilies: 

the Adiisiisrlailui are cC l1l11L10 !lis' eSpeCiCLii;1ltlr,(a) 	Offlicrs o givn asoiNihIe e ejlh;iihis ill of laisediii Midil: 

(h) 	Aler ohtainilug (he explaiation, the drial lepoil Im preselititiolit) iliallitit is WeillI Ile ( 'hlil .\,cc iiiitiii ( )11it:icr01 Ihe 
Accouinting officer wilh a recsiient to state wheher tllli ,e iCi eCl 01OhjeCCiOIIdhle e l;lt.s ;1lhin\ 	 il IIC 

(C) 	I:lurther ictnideriitiin is Ui\ , to0file iphie)S,sent ill loto lie ild ssIIeiieel iiccessI\ iIte cp..'IIIisIcsjoiue ibo , leI..,le- 

amended; 

(d) Ihowever, it' from the audit point of vi w I,.licie is an, Ialletrresplct 01 hidh ile Ahinili eaZltioltill \% li t)iii11 of \it'\ he 
neCeCCied by audit, IhnC,. is taken (to elrluce tle Ashiiiniiiiii.,1u 1io lns poit of vie\\ill elpor ii addilion ho lieiood e.aic 
audit olrserlvion n flliP liutuealicl a fhe uihliC ACCoiiMS ('01iiiiiltee iiias Iheir .cilliiileiu.td 	 e, icis 

Thus it would be seel (hat \%,ilci (lie Stile Aiuiil has \\ifet icedhoil of actilil. ilis excicisedt will due care and cati(in. 

el~etelices: Iiieraltiire uvuille in ofrie,of Auiur (Genetill\i 


The Auditing Field my Mr P. NI.W. Wiliisurisa.
 

Slate Audit Codc of ilippines.
 

DEFICIENCIES SPOTLIGIITEI) IN TlE PASTANI) AVOIDING OF SUC I)IEFICIENCIES IN 
TIlE, FUTURE. 

iParllliallillary control Of tilnlCc iseXer¢cisCd thrutli 

(a) Prior approval by l'arliain; 

(b) 	 COilcurrcnt control Ihvthe execultive; and 

(c) 	Audit by Auditlur Geineral 
(d) PA C C 0 P F 

The ii1ceaspects are coillmcniiary III euch other and have toIe equally eltl.\ctiVe ill ouperation to assmue Parliament Ihilit han rill 
control over Public Finmiice. 

2. 	 The report oftihe Auditor (incral ill cpurt-S arC referreul Ihe('ouuittl!e Accounarc labiledialialient and ihese to ilI'uhlic s al 
the Con-littee oinPublic lilltrprises il "espect oh(it'.Governtcil IepaurIuIlls aid "iile('olor tiotrespectively hiardetailed 
eCxttinition aid report. PAC, calls Iorwrittellt cll;itlliouns Iloit [lie .\ccoounline Wficers and ieIl tie exercise of powr.tIle 
Chief Accountittg OllicCrs (i1 ihie tilitluS referred to il the Audilor (icutral's reporl and suuhrscqucnlly sunuumtuus thtemiiroral 
eXlnilltilThsioc. iffh lir,(faiCCi nd Chief ACCO11unlin1 O)fiCCP isutandilory. 

eleases his iepolrls Il 
the followinig delicie ics. 

3. 	 The Auditor ('enetal it insialiueltis. This facilitaic's expeditious examuination. le IA(C examies rep rlts 

(a) Ixcc..;S, t1ier I)ogracttIes id projects of -'lxhIidititre. 

(b) tautthroriseid s,.orking losses oiinAdvance Accounts. 

(e) Non-rendition oIpaid vouchers. requisite c'riliicales, ucceihuIs, etc. ill suIIl)Olt "sunbsttantil stuMs Or exleniiture. 

(d) Non-tecitciliatiti ofhlhnk balance witlh Ile I)epattrttenial cash books Forcotsiderable lenglths of time. 

(e) Noin-recocilialt ofl'),eparttenlal hooks wilh 'irasu try hooks. 

atlle itven ory and f'ailure toeither counktc antniuil hoards or to Ilinalise actiion oit 
Boards of'Sljives'. 

(f) Absei,. oh ad,',l 	 discrepaicics reported by 

(g) Failure to recover sulsantial sums due Iroim ,emipilovyees. 

(11) Errors, omtissioiis, etc. ili the Applopriait /\iollccoills. 

(i) Failure eithert Irt l ililuoses I tullih w illictili lll losnes.t i or 

(J) 	 Trattsaliiton suIh)IhlirtI l b' luCtltliae y.inlt 	 iilltril 


(k) Non-rnltdiion 0 LtlAIy il thfiertilion of a.cllillts - financial accounts. advanl ticaounits, fuids nd irvenue iccitls. 

(I) Failutre maintaitn or culrlect luuttti nling iculds.oli tinher pipetr alnd 

(imo) Lack otfIprper biudhgein. piograltring and orecasting expenditure., 

(n) Lack ol'ci-urdiitlaioii with Regional Olficers. hI-: Fi VAIL.'il. ( (~, 
(o) 	 Charging of'expe nditure relaling Itoprevious years. 

(p) 	 Noti-cophince WilliitdVatuce;lic Iutitti hititits. 

(98) 



I. LInr,:~ica
inh ;I . 1C Ie IrL:n~i~I.II.'-IsIhimhs i,e( )N'' %\,,IIc %o [a Il..mIel'h,,I'hI) 

2. Insufllicietit ltili av.'jih:llc Ioi ol linii,.filor ie'rio ioi 

3. Failil o,"(,,()and A) to tirlle poitelr .Iicllll .ieofi aLliuin .lt.ec+ldIlesdill limperill iniabilitv toIelidel IccotiuIt tiln
litle ike i'n;,) u vriallito otilii appimil fr lr slof, litils ithil lipIlesclih lime i'iratle'
 

- I. ­lck of*weakness ill 


(;I) M anamelu n sysleIII
nt foll'inIlliiotn 


(h) Ove_-al lslper\ ision of1:ietiiates I0!ieuuC. 

(C) Iih itwup aletiil 

5. Insufflicietnt attentioli piaid tt audil queries. 

6. l)eckive plmii. . 

7. Lick tl 'coillpetelet stl'. 

S. Non-complianice wit TI'cr",II(i'ircular ilIstiuctiotins. 
9. Noti-aiplli'ovl ol"appliecliiiiis fit-revisitii of liiits hy T'treasUr), die lothe failure toi the CAO/AO to -

Iish i'ele\ -r(aI) 1:1ut ant ld 1:11litl
(h) lurinish letllh,!aeli lillioll calld l'rby Tru;.tlur. 

(c) Render ;Iectltllls/ iconiilitiitllslitelllei itsiitile. 

I10. ]1e,1'jtlit rli tiitl and Tr;Iidii A,,\ccotiits. 

(M) LIack oflefll-clis tltlsales e 
(b)IPooli edit i teolll 

(c-) P001r debt C0llCC:i0II
)I0Cut+durI
 

(d) I+.ack iticottil ,ts-ct pui .IliseS resultitig ill suiilus sttocks.build tl 01'.o 

4. Avoidlanice 
I. lslahlis islrthiiile iitn uitiitsiil itrdii - t1t .ctditntt .tiitnjtntts ;irl sals 01lh tt1eraiti .Y ICI..iehil .Sy, .,4lCCOtuLtii,,

etc. it t uior.aiise iliteria audit f'MItits illI l)eluttntiCts anid Miistries. 

nilia ;IeitId anudit rIla ltd2. 'Irai iIi ,tilllin1t persiiniel. 
3. Strictly' lklliw litliaial prtcudures laid dtwit Mid those resptisible to exec ise [lierequired controls. 

rrC'ditilinialdCii4. NlCt with Trlasur)' q1uartCrly iin idlllhlistal'lliOi1tid Milistl'ies aMd l)epaitnt.;ntiS. 
5. P'rompt replies to audil itiurits. 

RFM' A,'-iLAL~ i.w" 
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Authorised Advance Account: Potato extinsior Scheme 
Trading Account for the *ear ended Dec. 31.1988. 

1987 1988 1987 1988 

Rs. Rs. Rs. Rs. Rs. Rs. Rs. Rs. 
(000) (000) (000) (000) (000) (000) (000) (000) 

18,338 Opening Stock 8,052 78,160 Sales 78.189 

39,631 add Local Purchase 60,784 Gross Loss transport to 10.,25 
P& La/c 

57.644 18,013 Seed Potato Imports 20.534 81.318 

102 Transport Expenses 87 

383 B.T. T..... ..... ---­

--- Port and Custom Charges 1,391 

9 Postal Charges 

58,418 672 280 Seed Potato Certification 110 1,501 82,906 

-76 7 Charges ___9__ 

> 8.052 Less Stock at Dec. 31 2 644 

68.705 Cost of Sales 88.314 88.314 

m 9.455 Gross Profit Transport to 
P&L 

78,160 78,160 

The main objective of operating this Advance account activity is to extend the cultivation of potatoes in suitable areas in Sri Lanka with a view of achieving self 
sufficiency in Potatoes sale and of same to farmers. 



you are provided with followin- inflormation. 

I)reagt Spoiition 
Kg. ValueRs. Kg. Value Rs. 

Local Potatoes 74,136 1,630.985 1,95(0 -12,900
Imported Potatoes 128,233 3.205,8 13 312,503 7,8 14,075 
202.369 4,836,798 314,i 13 7,856,975 

Rs. 

Total Driage 4,836,798 
Total Spoilation 7,856.975 

12,693,773 

* Local purchases are made from1Private Sector prtducers. 
* Issues re made direct to irtt ers and to Ct-operative Socictics thrOugh the l)Ceahiilhrltl [barns. 

yOU are required to: 

1. Make yoUr obsLervatiols on the acconts.
 
I1. Prepare 'set oifquestions to ascertin reasons 
 or tlie gross loss forthe sct+rended December 31, 1988. 

FOURITI REP O RIT FROM THill' C().NINI.TEI ON PIUBI(I .,\('(' )UNlS ON TI REPORT OF Til"AUI)ITOR-
GENERAL I'OR TiHE YEAR 1988

03. 03 We hve LCvo(ted tll-i155 hours on 49 dtla.s Ioconclude this cClcise w%hich cotttmenced in June. I90{ AsincrCasd 11onS ,ild ti\S o" Pilllialitcjtti 
(1i 

a result of'0 v Sillitis. lie time av'ailable 6,rthe (tillniltte 
the 

Public Accounts to exainillethe excesses hasbcComelC lilniltL. Since se\ ralecwesses had to be eXdiiCd idtliCXailliItl duohli inate quac Of wrlitlCn silissiotis, the
CXllilintiatll 
 IIeen
htCti Cll 'oprotracted. 

03. 04 in-esses thei,- I'rogrtmnes and Ptr-o'ct.S 
03. ()1.(1) '[lIC Atiditoi-(; eiill ILIshi lili Ac)d in his repotl, Ilices,.s a- ,gr'atin- Rs. 6-4-,511,0 38 under 38 Prinirainesto 34 H lc: )LIcldiIlC COlnpniD-n ;IsUit OfRN. 27 1.512,31 undehr 26 PloatuLN'll;616rRecurreci it i.peitdi'tlre and a stilli ofRs. 373.117,696 imtinder12 P!irmrnc, I'm ('apiltallpcmlititie. 

03. 0-1( T1 \ulitoii-Genclal hai,'lc also bi'htli,'ted Ixceses, Lil 10-4 Protjects I tad rccordCd Ii1ichi aCXl)cntdieitre R,;.990,35 .-I 10 1 \ \ 
gl.gre ale oirtimIiiiiting it) excess 

etr. ltcr ili.iu,.ltllc!t ofa frca,urv error under Ilead 77. Minister of Power and Energy,proigraiime Iroiject (I ( apilal (E"hxces.s Rs. 3.0i0.0)O the total :\Ls,s w'as ledlced to R-. 991,35 1.-16 under 11133-16.711,378 tad heCn set oil hojects ofwhich Rs.aal,,int savin.,,ttler olthcr pro~jcCts illthe rpc,,Ii\e progratitics resulting in lie netexcess of Rs.6-14.,650.(13S awaitinig coscrin santcliotll.
 

03. 05 Excesses under Personal Linohtimentt 
113.05.011 The Audiltor-Getteril has highlighiteld Excesses ice.tuti.; Im:. R.. 2-12,886,035 tit;:,coutI of Personal Emoluntentsulder 57 tther Projects rclatini to-12 Plrogramtmlnes ofi41 Ileads ofiI\pcrit.: 
03. 06As paranralpbl o-1: 02 wouldOfi: indicate persistent cIlt) I.of lh 'lil-tiC Accounts Cottlnnimtees ha'Vercstihed illdotwn cxccs expenditure oil l'ro~lalioics and projects. This is a 

bringing
ailt. ,, , il the l'arliaitritr, control of lublic Finance, since it isindicative oif improveiment. We calniesily wish the Puhlic service .+. i. ,o t.'l"cirespect oflthc Cotnstitnutiotial, Statutotry and otherleal provisitn: he tetiet-, (f fitaicial diseiiliite solillit to le the Finiancial
ichie, el , Regtilatiols at Treasury Circulars. Theilistliuio lll el ieiir t ]Pmiliailnctln. horret detailed ovetdatnd ssllglnl li,, Ilitalicial atlillislatiil illthe ( Ilitvlilltt Sectot-. is IliePuilic Acciiunts (Citlttie Ile lbrc we oftlic Puhlic A:cittItslI (ornitlilttc\k ih I

(;I nlvnllettScttl iI nI ilralan 
draw the ah,'nition of' lie hilher Iiaiz!i2eu1elt ill lieithe ChitefAccoutilin' ()llicels and s ill tlo\c, munt ill, ()tictel Parlicular he tqttclet nunciatelIlill(Itlples ol financial disciplinie ill FR 127 

1)- 1)0:)2 1oi I"('oi llilillec. inldeed, l (tt\Istsl' oilThe Icdlolt -ls'iW I \.'_,,, epetlldilie to Illeel
that 

etmergelcy siltittiollslld;il0fillYi\\rli. 
 l t tnallyCcesl at.;.'be atuidet. Neslild' h " C ' C\ill :l11tI (;t see il'CxcCss ex ttiittllr iskeplit o a minimi lie t il tai p[lisiihu Wecare(litWe luCitoVtie larch ttotli .t 3.75', ce',s ofdot\t.ii .; ill lie tital budget ili 1986 it tal COttNet I.( I1987 and init) h(leclir nlt wa.ll tfe w it listd colle ttiwt nto .73' , dlenotii a sub an ial drop oi 5-1.05per cent.
 
tvcr 19X7 

t0; (07 ('t\ l litt .',c\;li iiltill, : : Xlte7 r 5ceVet" 'a-: li c'tllit'tiItc . itlt~lir\- 1111opr otpiety and itlut lily and Comipliancet\ ilh t it tilri;l sti li~t-% n~l\ is i i1 i li,i rmtvistles tlar ,dt ()wIIlill"lrv ils it' I1ss -.esietoille ei;tt l r sie - itt)I c,.l'(tu01t11't i1of sv;INI. ;t11i itelte iCc 'i l V alldt l i t thle Ii'lln;lgeri l litit l site tir ci io is lIttle cI'ltilit hid svlnlhlilsc rt'h_.r 
th a n frll fl ndLnr 
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03: 07: 01: 	 \V'e Iu S'llislicId lhl the 

l, -12 IPl LitS C ditli hal\ been ill 

scales. indli o l ele 1te2n t tI lstlitisil anisd
(i) 	 'xcesscs (nt peisoioi ei iliiientsI led'l 57 Iiric's relatli 'raiiiiiie tin -11 IlCi Of1I\ 

itsed\id 	 e ntlaccordance With fihe Cxistin salali 

Excesses oin 30 hl''ei nis utlr '. I leCik it Ixlpeidittir h:c been i i ic et ith prlll'l ,lultlliit ind \ ilh title reoi';l tt
(ii) 

CCII iilt 	 Vll). 

013: 07: 02 W e ctilnlllllll thil lin) he dil ci ertl- i enl-illis. 

ittl scCltit le M iniutes of hoc lilits Alndiihe NlliilC1s ti sidCleIc lilltl th I c'itrsi.
03: 0): We livehiaaii itised 

in li ('tti iiiiitce Seci'e'l;it Also the mrtill 'I stbmtissiotinss 'cci 't Iion tihe ('hie' .\cc'tmmtntin 
liltweycr, ihe, are kept (it' iccil 

'll'e ll 
s :10t kop tI tec rd il lie (tinitiiitteC , Clc'tlliMl. \Ve i1N itC \ di t itlil h i iti t'I l Reptlti Ilt 

Se lietaries ti' ainliitlriesId til I)clp lr inhrlii'in ani acttitll. 
Otlicers. Ac.tittitliii O efilT 

Hei' 	 tt illielliis ,l dintlic'u-sSil 

4. 	 Ri at .fuir Eix-..s I.Plt ucilr 
" 	 itlil 1 itC1,11; l' titl ' (t'ie l llillteC',iiltt C ilileItillld 	 I ii l ill t li i hi \('i ll i 

t It: Of1 iit llhm lie I tit i Oult eellil h lioll \ 	 )li I . i l60 li A\ C0 1 1 1 1 1 lll i l L'lCI0 [ A uil i l . \ V ' 1 1 , 1\ L' ( , 1 , ,t .\ V cd 
0 l1 i l l l C \ Il l; t i ; I io l n , i 'i C l c l 1. 

Ihlill MC(ILti~ilIC C'n\Cl~isC'LI ill _III' tl ('0"11llllllTill \lllt I,.clt tlOlnsll;illh'dl 10i tMClldl11C 
i nc oml i p le te .' i l la c c l i i i "M 'r t nl'C s is I, I ' l \ Iil ' i I hi , i 

MdltClltt.iIl0lhid niliil inIiiin IhICC\litIl.liilII Wlte 

'i 	 IreSUlt x tlll il stlici t I hle 
that thIs is it seiltitis lts i ille iiil til'the (thiel Acctmliliilr ()it Crt ill A '0t1111111 ()IT le'.tlltiiii;lik 

Iillind \\ s I tt sC' I tC'icci;iitlls, C iilC','tl (i)
Chil Acctti in--, ()lticers. A\ccmlllliiC )l'l' r hItl i hi l'\,IIiiiitM set i ilil, C e 111n, 

. 
summonlli lthe predec ssol"sot Ce hifl Acctttillin.,-' ( ILcT ' \ t tut i ( ) iI0 liCel (\l CxCC5 1 C",)iniltii(ICCItl' ll' 

u t i tli.Speciic il tils t .", ie tleih x iltl ill dCetil illia tilisi 'le l pi 

Lic esi )iciCti uS ihL' tile 1t11l isl C;tiltiin;ltili tf ('hict)Ilie IEs hirl ;inld it 
-iIteet ill lltl lhe tittutI iii i i 

01: 012 ACCeltti' 	 lit AI l liiNiitts ehCd Ih'l 
lit inrellicinc')CeiC rc tI ll'eii e'HIit[Ie

A titintilir 	 ()llicesf/ : 'cLlitille ()l'lic 's \C 0h Cili l iII ttit S iii 

llnisities I)ll ,iiltIItCls IithcsC slIIiiiIHICu l he't .Tr¢tl'Su )'. N intl StrtCe if iC 

L ck i lipetr pltl in . It1ie liz;i ; tllIILtI)MI tt e nlietttofe ti\Nil linirsi s 	 i l lick (it ellCcti\te stipei isittin aind(a) 

ettlitiol tiver ilitice hlirictiinll:
 

I ,lON PUBIIIIC A(O(lN'S N TIII REPOIRT Oi1 Tll, AII)ITOR-FOIRTH IRIEI'ORIT FRO)Ml Till F (()MMITTE 
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tdhilats tllie'li ndilie' tecl;IettL lliIIinC i tIc tll te Nltiiii inli hti tedler Ihlie1ilil(e) 	 I:iiliic it) ntaiiilil ili crll ols lli 


tlei'tiltt autti ili'
e
 

(d) 	 liililtu'e i itctiicile teIm l iel o ic' lly ind idjust .tils:tCei titii, . 

for trllIter , ilitil to the Tiitsiil'5'.
(l) 	 lack ot' evi lence of' pitpm ' cttilliil i tilln \titlh °l "il in ienaild to a plicati ns 


especiill\ dolingti e li ltie pitl tfit ihutitiin iil t':l.
 

s 	 itt' lnliil Auldit:(f) 	 lack il'a pitipely tlQnirist en ofiet 

00 Potl ci-ildinitill \Njilt Re'ional Olices: 

,le finaniil Re"itlllti (ils regaitlin, procesdutie ttr delays in such rectiutise. inld(hN) N'ti-It'euii t'thic 'in vieimient-

1itvail hble stllat il deplo ' thetIn olt at rational basis to llitid Ili the iask oftiniicial
(i) 	 Falute to asss fei capahilities 


i il d .
tetin ;itectti._t il 

with tile04: (3 We expiess otur seriois conticern that illot itllthes excesses coiuld hai heen ntIlided it tile 011Iceis Clild 

lld *rI'lasnrv, (hll'iulirs. Yt(ili Cttililittee ibserverenptnsihililies had fotlltowed pitper prtcediil's laid dlown in ile I:iniaCiil iu'nulailiInS 

((tilta laissez-iiie allituLe iS eiTI llnIh ilinanciil iianageelnt hilierticty. 

r'¢Sd lapses ot Ihe Part oillthe (,lencral Ticasilly in dealing witlh a plicatiti fIr Iransft r it plrtixisittns.it5. Tie iititltt hllsC 
in disulIe. Ilwvewr, we Iiitd alIneither he T'iasuryl ile h Ministries/Such ilppliC;ItiOiIs sunhlituid close 1Il he de;Id liC \%e"c 

n 
Depairtiments hItl litaintinild ictirds giving adequate piticilar itlr apllictiiois scn it) tie Tieisty. [ie comiililhttie ltested tie 

sieatiline the entlie systi aid sithitlit a repIot it the Cmtiilittee. The I)irecltor ItidgelDlirecli it Iof'ludret to take iiitlnediate sleps I 


i riel Cot miiiittee that pIrtitip aicltin had eeli lakitcol this itallter.
 

06. 	 Inadequacy ofj"I'p.v1aalitm.v" 

(6: 11: previtusly ii itt t e ound hait XlllhiltiiiittS I'uiliShed b)' thie Chief AccoiilitiAs stated pItigraplh 05: 01 a 
coiipelled it) call f i tresh expkalitatins and ailso tiheOfficers/ Ac.Oultlili, ('lficers were incomplec ill nily iespecls. We were 

cxplallilnis I'lilli he pretlecessois in ollfice. A llt i tif (hiel Accotunii1,2 ()llicers/Accittitiinih ()tftcet's \hhal hbecit retliestetd hi fuiishi 

suh~iecltd Itote-exaiilltniiiins is eitnin Autluexren. 1fresh explattatiotns oir explanatins ttu tile pretlece'sors hi tiie attlnd 

07 	 Excess 

l AUdiltr-(iGencratl 


hy Palliatuent tr 

07:1)1: The excesses iuder llograttnes.s its rtpt bytl iee, ieluresented 11.73 per cenlt il Ihe aitiIInt nvoted 

Ilite yeil. The excesses aid Iheillepllrlitn ill heilaniual larliiamientar'y apppiatiti tiilslii, e last live yeats ate givcit 

in tile Iltlowing tihle. " ':"'IAVAILAI.E COPY 
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Yeir E-xceses ,'cental'.i 

198'4 9.53.01.612 0.18 
198.5 /.39,81.814 (0.72 
1986 2,5141.49.881 3.75 
1987 I,16.01.35,420 I .61 
1988 64,46.500..8 0.73 

07: 02 Despite the Colmmients cxpressetl Iv the past, Coliiilltes ti Public Accounts title andIagain it their repots, we mie 
perturbed to nlte the continuing iridiCrct liice teprovisioiis inChapter XVII of the Constitutitin relating to Finance. 

07: 03 Nun'ertiis courses of action wre aailahle to avoid the occurrencet ill its: iil these excesses. Il'wever Illny were ile 
occasioins wher. procedures laid down in tile inancial Regulalions hall not been resollted Io diligeintly t oh, iate this situation. The lush 
for last minute applications for translirs was ibserved in lhe if ajoity if tire cases. No re irtls ofl such applications had heen nllaillained 
by tei parties concerned. 

08. UnrealisticBudgeting 
08: 11: Despite repeated obset vations IIMaLhV your Cotitnititcs iii the past we obsrvcd instances tof unrcalistic butlclial,

cstitatiin2 ill a ntutnther of Ministlrics/ l)eparlinc s, The virement prtcetlure prescribed inl Financial Regulation 69 is very often resi ictl [oi 
cover up the excesses after tie close of the financial year. 

1)8:11)2: The aigregate of Excesses co\vered l savintes ii it her pliict lsduring 1988 was Rs. 3-16,7111,374. But these sax ings
represcnted tIndCr-utilisation of appropriatiots hy Parliament fir specific pirpiises ti the requests oll* Chief Accotunting ()lliccs.
Ilowever, in %cxw oftilte iiccurrin. untler-expentlitture. Your (ointiuitte are constraited to tote Ihat these retltiels had tot1been intlde alter 
careful platninu atid pioper identificalioll of, the nteeds. 

09. InternalAudit 
019: 01. As ieoited n a 73 of Iiarliitintary Series No. 15 it1 1989 (:ir t Repolt oh le CoIl tllitcte I ItOiIst of' these excesses 

could have been avoided if Ih: Iternal Audit 
+ 

:unctinus had been effecti\cly in operatiotn in the insttitution,.. We att ctuslrainctl ito 
observe th;i stmtte 11 f1he institutionu, did tlot C%'Cllhave hlelliral Audit Units. In view of the coiplex taltlUre (if' transactiontis thes 
intstitutions tc called ipo1ti bnttC ;intl11MIL le tIiussiVe tl2.1opiti piLm)[elll tilerdlakei oft hehalf olpalrlialltilland lie Il;Llnitlde il 
such transactitos. plpcrI\ utr:rtisud ain well slatftl l te]tia Audit dilctly re,ponsihle to lile Ilead ofi :ach institution is eiisa'edtlill
Financial Regulaition 131 is a vital step in the iltoces., of iublic accotmtilahililv. In [Ile citctnshtunccs. \\C rciltelatc that le(hief
Accountin Officecs/ Acclttiia 0 flicels in ctnistillalioli wilh lie (eilral Tlrealltri anti the Auditlir-(etnciral take dlefinite antid liccli c 
action t t st ill lir1al Audit Ihtlis \ iclteI there they ilott C:ist iltiw ild 11,allllite lie luietiuts of Ilthose alleatly ill existeice. 

0t): ()20 )iiect.r of [illace it lie (teeral Treasurv has i1tiftirtn to ilotuCoi iehi (thatlinitictte tccolletllt.ldtatitll tit Illit.itil 
Auirit has bcn r e.rred ito the Director. Ilve.stipnaitiitts aind Intternal Atlit !or repitr otlt he action takln. We look irwairtl iti a tily 
sellcittleent to this prtlilItCi. 

FOURTi REPORT FROM TilE COMImITTE, ON PUBIIC ACCOUNTS ON TIlE RETORT OF TIlE 
AUI)ITOR-GENEIIAI, FOR TIlE YEAR 1988 

10 Inaccuracy of Infirtmatiot furnished it the Ticasiry Excessws atuler Ilead 18 - District Minister, Matale 

10 01. Excesses tn proigramme I-Rectrrent IRd. 115. 318) il) li([P ttuie I Capital Rs. 2. M3,508) had tccurreid due t0 
incorrect itiformatitti being lurnished totthe Treasury by the Secrctir\ to the I)istrict Minister Illstad tf, setling a stpplemttental) 
summary Ir the mrith if' September altng ivilh the sutimtary fiu l)l.eeiihc 1988 a flesh su ary incorptrating liet: figures already
included in tile triginal suttnary lr Septcmibter 1988 had been sent the Trcasuiv contrarV it) Treasury instrucitos EVeti [le
Appropriation Accotunt had been prepared tti the hasis tf the lDisiriit Minisnry Btootks instead of Treasury I'rintouts cintrary Io 
instrttcfions issued] ly the Trcasuy. There was no recttcilititno the NIini\ hooiks with the Treasury hooitks. This conttftsed state has 
caustld an1excess whereas there wax actually a savinug. This is a very scrious lupse oi tile part tlthetiof lie Chief ACtiCuling OIficcr alld 
the Accounting f0fficer in tott atherirng Io treasury instructitis, 

1I. Parliamnentarv Scries No. 05 and 10 

Publication rl'Treasurv Minnittes and i'ollow up ol Cotnmitltet Rccmmendations. 
I1. l At page 17 ounrutiThu Retiroti ('arlianimiteiy Scrte, Noi. 15 iif 199 t we rteerntel to steps iakeit hy the (enrtl

Trcasur\ in regard to tle imtlrtciint il the area it' public liinancial Iallallalti]u I. We ale mppy Io repoirt Illat the 'reasulr hlm,
stthsctlttctit hroghtlto the ntitice itbv ihe (titIlicI_ Wither ac iit Iiken iii renaaid I tle illemtetntatiotu tl rlechteittcndatitns i11Yoilr 
(out itlitiee 

I . 0)2. ll this cOt ' liL-hee ('til1it tC11 ;1(1 .il \,ti rtesi t.iis lin)ilhe Seccitary. Mittistry id 'POilicy platting and 
tntplcilllt:lialiol andtClelary. PPosts and Telcri'ollint titcall s. 

II. 013. We ti haippy Ihal Ihe Seerlar) Io (ie lte:stry is actively pitlrMUe1atctitlit tl ilte Iaicrs relcriCd It ini tuir ScttIIt 
Report (lirliattntary Scries Nit. Il) 
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l I .(11 The 27I ;.Ill.'it ii ILicp t ' ,1ouiofl l , ,Xiltlt.',Ii l ' 270"Im()all ailc ,,, h Iim Ill l i hI'\ , l l hlu 1 I il'l1ll 1111 Irc (if.lk I 11)11, fill Ill iilc'% l_,i i1,l41t ,I CIll 'lllt I i11%1-%L~' II(ttulIIIId I I II111 L'\k'k C i ul,+ldI+i hl'Ctl Ii ii ilJ l 'i ,l 

'tivi i t -, +iii l I''L, , iii tf ti Ml u1ll .liu eIti Ilt i l i cw iiiieiti hlie1t.' t lh'.iiiiti iit1ti'01C fill1 111 t i1t, ill,"['l'M litl+',111 .', J 1,11holl Illl tlI' ~llI'. I'H,III. 'll.. I [Uit+' tI '11 NCIu I" h1,111lll'l .l o f I1i' tl I",till lil , +I,",%o)F l Ild 

act ion it Il e stili qt ilitiStake c\Ju dttuttt l e l' liieitit-I t l tlix NiutItit, Ill "cst.t ,ili t+I itl 

12. Summar, 

1il 1 , l i iiiiiieii.h iti ci, l'ht l ii.11+ 1,ii . iil l fillI llki 1 lu il A t"rutlii eIl ts1uil I I ;IIIti0
 
iidA . (1 1 L'+I t i ll n.1111xi ,lIu'1ii lllI llIt Il I 1,i .lih ' u
SiU ckIkll)11il'r i, lute1111 'i li i ItL t l mmi. .I IIi ll l llIllthI Il"-Itituitili ,'ti,%.lC Il 
.li cilltI tit"Ie l ' L'j h l llit" I iiittei ,i A h 'Llluili \(L'CII' 111I111.I ll" (.1 I ( l cIi ' ,II iI1 fi t Ii 
Io I III, iII t ii, l i I.xCiL .Ill of 'hti ,,ltllII It III t 

,
02". W eLIl, u 1 * n .t I fill .A lc, t tl o 11 ,1iI ,u.'t ltlll W t - 11u12. u'II 11111 1 ('Lt ,illl h i , ' , ,ll
h 1 tlh i IllIt[Jll[h 

,
)iu% d ll,'t ciult 1 1ii Itlli' 1 . h II1,-d 
II L ')8'.)kk II ICl \ L'1. \ u ci ,', "111,(l1,i \i I 1i 1i1ii IIhltI ' 

ils illand hil it I ci il i uj'I L ii . ' [w lI l - I,, c \m nlm'd 1, lw I <<Illllc,-. \%Ill.] 
t II, 1i1 h ILt.'iC't1'1is '11 Ik'I h i Int hu11 i il1 1IiL tIC 1 i5,


I 10+ 1-01 :11 IllI '\;Ihil it.IIIll l I uut11ltu' u '. 1.1" hIj L 0 , , i I Il'll i ti ,cl I lt stuhlt \I l t ulII buuuu1 i i llui;\L' ' I(Ilf'h.c ltll, I < 1 0 1111111'' ~1.\L'i. h u ' ll lh, I 11\ " ,€''lll%hl h ',lli0 1,11,A\' () I 'e tl111 ( )11ll C 1 IL"il+I 1,11 111 I !,-\ 111hlt ,, , 

: illt)ii .' i i,l lii ' , I L'I l 111h1 lli Il lkel t 1le 11i101 1 iit' l h" l Mh-l i. 1,1a)m4 i s utlto t i ttt 

I :l t h o ft Il IL'% dill In': 11iIt' Ill hL--11hl(lIll'1'l" n tI +,? ,!,d t I k , ilt'" the"l t" I li -C.1hCII OWe 0- I'1 't1Lu'lllilli,11111n 

i it i il > 1 h1 uitLh',.\-Aillic \C \, ' tl1 hlc i,< Ih IIc (tlh'l ( l1It t'li 1' , 11 ill I Ilictl1, , .i I ilc 
1 k<n , ; l X II - Iwirt j frU.11' 1h td 2 1 h t: I 

il I'llil,i i,i til s utlc h .0ll I '\l 'II ;ut "il ,,U,.uhitittt I Ii l I II
' 1 ,cilll!111,1 V" +.ll'l.!IIz , c' ,tlIi t l\ 0L o f h l tl i l i,< l~ iI~l~lltA ClllItcl t', lhh ' < . ''h ul I 'llftl 

Ii hSc ' tii cu i it1.t Iiu I, )oidlll .IIL in t"1YlChlii - h, I huu\,tu III,-

1h7." 1l'lll~M'll\ lil ct C l h i' il\ l111 ,1'I' 1 t" ' I t h'il] ) 1III 'Cci. I'11,, lhh, 
' JIl lit\,0 T .1',, '\11' iI1 , 

I\\~,I 'IIII IIhI,h ~II'i lllC hli ~ llI I l(ilI C I lI ('"CL'i!-<i + . tc'+l't l l' l +' tlI~~tl. 


l'tu iti u) .;liu l'ujc 113 l fl.1111
tHeadi.-22 - i2rict .cii2i(r,1iba l 

of l-oiil I tii iutitsu te '01h 
t llit or!kI5 1tu\ 1ti c the ele ie l iCI of litle ttti. ti 

he itulleltili.I e tiiics I e.s5l5cts 
PlograililleC I ('apii;.I.I'itpl't fll 

AlC iiilt itit ci/;tt tj ilui cteI. I I
 
Illo~,i illlim2 Capllitll.


, 
l,,ic'c( PH1
 

i lleijillli l I v lull(uu i0ii I lie i t1 . Ifll(l';-I I jiiiI ('011l lttileus -tXu liiilies'i ,.illtiikcr il I>~, iilihttliiutcu 'i hiisite'high M ci vlliticiriu iiic iii cniiItu i icie 
Illop-rililitcI'il :0,I IC,.'ln. I'foic, 

1lc'alS2 - ofIl lmtllncnill ll{i~
 

"
 
l'i illinll 2 Capital.. ti '+t102" 

iiI-R,. -i 12. delh.ctld a (Go\ Deupar lliilnl ol 11raudlll illilihtilla%% Si+'iil,A ca,,ifiaudtotal 12+5had beelli ill elilinill Jllaiccounltll als, 

slit\ u 251))) li e f ,t t ielt illiutin eI .e eC l AtiCt, I e l s clhlilt1 t itt ie iac i iheques t t lui\.lileitto ti elble iwi,l' ip. 

hlifile '. equlttipment'i i 'll, CL Tlin Ihlihli'l 1fo C'n!_'I Se . 'lsTICnI&iN\%CrC ';llItl (iUtl~ i i'sluc S..'-iill. h la\ l l (ilot (~''iit\%ill,11li 

,
had bee.+n o ic(.[ 01 il l If !kt,..+'2,Sit).)())I hl [Ih¢ of 5.00 ,kclc illd L%.II III:"[eclitdcl ;1\% to a 11h t il S2. 1AL) IIlc{ \' l 1111-1 01 1,11file 

ot*1 ,.7+5pt~'lIccn,, and it\%inet (Ihe'tlillinl~l ll I allnlcIi~illt . ,,I.,,11h11)01 t., l I'tI I)L'Il t 11 

A ( ill\I.t Ili i oin lcilt.'l('oll ha~, i,1llli1'l I,'ikIllfh i I _ ',.I: i h, , .IllilIt'lIII Iill In iol ai ',L".C(1til , ilM ,11 c'\I)L'I'Il IIli fehc 

daily,m(lleciiliI,,,thIe kl to file cictlih ill Ih.lead tit lice l+,I 1i1La lhl\ l , ink,1_01tllil
 

A\ca',h ta of*R ,25,0(( 1Ia I) tL't 11h1111.1 0ilh lti{'h iJ' hildIIL lilt" +Uppl~,,htli ' " bjc'nIJ,'l101 ill it [lltIhCkl It )If InICC h~ill'- himi.A,11, inl ll 

th 'tily leposits.l)i tss li ttuLu, 
tler idi tiihe this Iruuid. 

Rf3ST AVAILABILE COPY 
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PART 11.iI,VISTIES"AND (,OV'i:IRIL'.l !)LI'. 'II ".IS 

I. DF.ICIIENCIES IN FINANCIAL. \I)\IINIS'I'I.VI'ION ANt) I)OR ()NTROI OVERASSETS 
mic ll\ ICI IC", N io9 1) I~ thI.' t "]t'l C I1 i~r 1hIl hi 11. I M I P "b II,l')Srl ,\utIhf (i~LIIL',11 Ik' ILI\ C.11 III'IIAII'L"-1'lt tk lI III 11.11 11111-1111 

OvLI ;INS t ..- I \NI 1 , li-'llIl+'Mi iOII\LT NOf NII 

IN:i.I)I ' iNSh iliII \ tNI II Ni lII ti 4". C , iII t II tIl I 'll'll L.\ N'l C. AIL L,.X IIll, Il ll I I ))llh 

oI iltBlik 11.,'t til I)CIII,111t.1 LH .011 01 lhIHINot] ICL'i,;I,'ili;Iu lCI.,l, tl~il'tik, tilCol,,Il+.C1 lC'111thI 

N I I IPNr Il , IN\l.I I IEN'Sk iI..l \NI) V.1INhA11 l 

Al)\IS IIIlIINI I. ILNlK illNl.ll!, lt l;llrITO',)INI,C (it lil lNhN'I tiIIn +i,,,lelNini'.IICI tEl 

(I11),.1 INSTEP It\ ilICHNAl\. A 

F;II:HIOhliIA it.\t.'I'tNi tlll lt F'1111111.1 11P1 \ u.C
 

1'l101 N.( I l ill \1111ll!~ L1 l IIA - 11 Ll J,
ll .h',l Ill" t 0.\11+ll C OLA' 

I ;tlIhllu10 k'L-'IhIWIt-) II] Ills" "' h1'I till 10 I~,'I 1-1hli1- , 11111.[it'll . 

'II 111';:IL 
', 

1101 Wi't ,Ih:Il'ill tIIt'll l~l It\ II ;W Ht+tu's, 

,
Alhtc)III 'l.'I , I.h ,-i]l',X I I 'tl l C ITh' . I'i+'Ii .I C'\L II II Il11tLV +Ir+11 Ia .I 1,. III IIIII,I IhIktIitICkltIlllu'lCIt.'lllItr CII h0 C;11 111 110llIllCo lltIl,I ;I, 1 th1;!1
 
Ih, I tIILrt h, I~ sc, .I s (+.I '-I). ' 'A'tl ,1,10 It 'll h11C ])l t (w., I 1 11 Ih 1,1,
1,.: Id IItC I tII,' Id vi t I I IIIrI,IL. A\ L' 11? I ' CIIiu.1 11iI t+, ll ;Ill+.'.*', 
I C II'i ILiC . I~~\C CI.'ll I 11+yl.11nu111 + , i 'I At'1C IlhIlI pIlo .",', tu l~lIntd/ I l, it'll.\VC..lIIIMC\ci. IHW 1.'h 11Ilhk.sk'I IYI'l '1I tl0 itII~ I~CHh+J alc 

, I,C 11 u I+I I I l'litII, m Ih III ( 111%, ,IIt F I C CI CI l1,I (1 IIII'
 
'it 111 I11 1'1ITll,+*IhI"ti';'.li -11CI.l~ .\tl I1i f', ~gk II I l,ll .'d~ill S t llui t T,t )I' 'llli ', ,llt 


Ill.I t+n ! III tillh', k-TOA h '. I I I t I1 itll It. tIIC\tHM Cl'. I f ,.II I ',tll i'llhhh ' 

. II\ IIt ' 1 (Itl l I lilt' 01 1 WlC 11 c., I ll lI t 
,

11,1111Clll.'I ' I ,ll:" 11111' I 10 ' l 11 I[C h'.111 lt' l CIT.'T h l III~l, I, )1,1I i\'1111,L ll 0 h lIl I I+ I -1.' 111 it ( l,t',ll' ll "I 1111hC:, ill tli. TC';I' c'lll Its 

,
kIid t ,' Cllst+ h 
' ,, 

lh .hIC. l !kI Itllr 'I tI.C., Hit l t ;,nt"c l I'll'IhIl l ,11il',,tI I 11.1l\,I';itlIC ,'dI ;IC I I CI N I I lIlhi I lhIW 111 i lltI (11IICI 
lh,lt 111 x~z .IllII IIlK, I 1 1, 1st11C ,I I 111Cil!M..1 ' ,Oill l l~l~~ \%cl~' iaI,Ic.ill I ' ,, IllII.Ih]i( Lhe11t Ill x.. ll",hm lld~01.,1! Tic ll'I;lll~ 
;ih I IC I~lLII l~l tsl11M. ',(If I 'CIl '(ItihIVIIIIIN'III'rh d l 'INIIIIINl~ A11Ii0\lilNSA Ellii IItl~IAb;Al Ill Illl,hI ~I IA'11 ININI 111111MIII IIlWllii'll'l i l, i':Z( l 

IA ni (11 Al \I ,k tlII~ L lltl -1II; h it IIO.'l lh 'l~ Il1 k lh( !,, t, 1h J , Ill l l .11:II IIII ' A Wl+t l IINlct fIlll l. ll ],t 
, 
, I ]I'.A . I ill lh~! lh+ ' b il l h It-l, 0, OlN i ll' . .. IIII 

(IIO U+'11'. III C 10 ll l l ALL tll , I ll aIi!l11l'\iIC]', II,+.Illu'1 S I II t'llA liltIl. 

Il] l,,ll ' t IIIhI , illl ;+,,! ll t CCIll I I t hIi u ol.li 11joll ! 

,tr . t Ill 11 1 i t' I'Cill' 10lt_-,,dt l. hkII I ll It -

Ill IC_'dlhd 1110.1 ,l111111"(11 ,iu-Lllt'to ll llw,'Ind Icl icl,.'l l.l 111C, lldlhh ;III.('H lfllI IIthllil pCt OM C,tm l ( CICIl';il] I)+ 'l IIlotl." III 
l)Ih ll I OWu rl +;ilnk O!c t IL- n!- i i I 11 1IItllI+'h A.'IIAIIlIICCl IIIhll \ h r [lit in - l I,l ,MIIhL +''tllIll 11111;Illhlll,W1.11L,+ tCi +l­

1.l' CC1 il 111110+Ilhl,i.,C CI~ it,' 111!-'iIA,+' ;IIII1'\t 'I;ICthdi,R L-11l'l, 

(11) A , h HC I ( tt,-t iEIIC~lItul".,11 ll,.T '\.IL'%,ItlIC,.' 10 O ~11 1iHiIOU)L'.,;IIlI)lali I I Il1, 11h ll++ ' t.ll,'', \ (IIII' C+'0lil'l ,aiI, l , p .lli 

+

Condt,I 1t 'll [ 'I +'ItC11 " lliill I \ l t F IN teIn i ll]t ';l hII
'I'\h kkIr+V'' 11 d uqJ~ RC', 1Lul liHM . CL '11 ic i.III.'I:l 

It.CE't (1h,11 Mlilli',iliCI. 0 1' L ',IClIV, Ill0iI+ fflI IW et'\k.tlltll.lhI..l,,.hOI..IIIllCI'Ih lhI"T ILiIIJJI\dfIIl(thc 1CCHl I AClu tlllllllL.'(i;lI. CI Lt 

MhII ..IIIn 1,il ,\tili +~ ll l ,I rliS.,It/ I)t.kll llici11 

"lTlF SIRYtl~N( :IHN - 105,1 2S1,N M 01 loiI 

IN I-INsI:~ "'MTill" II:().\,IMIA I).XVII()N MAI.I BY"Tilll;(CM) Mllll111: ()N l't'llIl( A,(C'(M IN IN l~IWO.,\l ) 
()R(M+ANIA.\'HION (>IFIFI'I'1('TIVI: IMTI:INAI, AUDtIHT ItUN['TIO)N, IN MINISNTRIES.illII' A\ND) Ii',\IWYMENTS. A NEW\ 

,\UIT HAS\I)IVISIM} I.)IkINTFR~N,\I F.NI) INVI:SIrI(;..\I()NS IT!IN ,SI-TLt' IN Til-il!NlFRi~.\. lIWA.\,StlRY.AND THIS,, 
1)I\*ISI()N HAS\ INITIAIAI)A("I 1()N "M) IMPII.-,IWNT ill:.( )M IIT I :l('( ),".,"L~NIATI()N 

S"TETS'TO)BEI I"OLIOWE\H IN INTER],NAI. AUDIIT 

1. T h,+" u H aI. I,,,,\c,~ , ili,,- ;I .. )C a ioll .......who th ..........\,. doz1 %\hlien
rle iu : IlXl L' IL11 ,(11 Ih:t+lll, it)hc aldilctl ..,.;hlat h,,ilI,, ....... L.is 
tl ic,._..,hi', it i,, 1C... I C(CI.t Ill,,M 11111.11 \,, ;Ile+ liu,.... i d l,tildal(d(,1h ,, it iI ;IklitlII. .... it,+'k'II- hI;Il iv,olhj.C al' ....\ ha;t;,IIC 

,

the.ti,,kIli the o~lic .... ]imi ll , l\ u" -ICIII TO ' 111~i,OhiC.CtH,\.CI ;1IImet_ anint lllilim'tlh \N, COIIJO t li+ks,ateu.. L+',.l h.'CII iml .
 

++,
".lh- , oo i iII I. ',,\ h 14)I..\ Mll I,% n to1 iii11. hll(X. ' lpu mI,+iiicc.'.il) IllI,ritH1.I 1 1 I'll,\ il'.'., iV%,, hich ll;Iin,;iul:H c u' ..... ItoallocateI aludtl 
, ',, 
. lI+lcl+s 11.;1t p . J im%,111tk.h 11I +I IuIt: ,nl, , 11h0aItid .. altldito l~t,,h it)follhim filil,e.ach IRL-1)( )0L'IliI11.',h uldllake- ...%\h hm 

op m+I11+11I )I I~jI l \k hInc.h ItlI(' .111 -k%.. IJ'-,lI %\+ . \.t CIC1111h,i/lC....... .t1,11dalhlt, C ;+'l l., hiu'lh ho ticLcoimcltie+d Jllh.
 

'
,,
k (", i+i ,-o~l t ,';ttiti M U ad l l tlIhICIlll - IIC 111 tl tintlI,+and \ L-.'uil IoIII 
y,l icdlu~ IIIC il+61 1 x it (,+ICI'lll th,." ,,. lllt 

3. Fi'id \k,(t, '; lIlc a l~lll C +.; tlu' U'l ;IIIlI.....+. Ill 11 [Ile IC,.lI-.coillnlt i..';l 
I
owu in lh. 'i,'ltll, (11)( L' \idCIICC 11+h~l CtmICli,iSIOII....... Iiiin1' \illidil\,o+IOhil.-Cl L' i, 


10)5)r;1 P ' +,+ L u rY 

http:OhiC.CtH,\.CI
http:11111.11
http:illNl.ll
http:Col,,Il+.C1


7 

staiindiaris . ssessin 	 Ih'I e'l tI'..tlls otlill I. . a. itle hmit risks t deltk i Ilt. 

4. e)ve.lopmn~ t III 	 dctlicicn,.) I-nllingps: Delelrllillimll III ,p'ciic itslllces Mh1.1,sllti, lltl haIi', ilbeen 	 ollle aiil ,hiat ictuallv as itoe a s ss C s m i l e .s i lni l i l .:: nl .' t a m1D ul\ i r i a l l c e s . . . . . . c u 	 ' la l nI, .1 c e . . is o la t i l l L I f i .c l s e . '. . . o t i n i n g I Ill n l m l k 'l l C o' l l -lenH 11 t li f a c t s .[.. m a kli n g 

Iecllllil id:l++6,. 1IS aind SL12!_'C,lionls ....... prqolliollil'g, c()llcl+'£ j\ acl.litll. 

5. 	 Preparatitt of wt:king papers: I)ticu[ieittine (he lrstlts f tile allil 11',ijlig r tlle audit lidin. ..... lprt'lia, jll a icctord of whal 
was dtOnC in the audit llandil tfilt evidiL ce. cillhrlt. ....... tleitilsirii e '\alllilllioll.lil ' s'l, it the 

6. Reporting oil tile a itij :- lrScIllitg autlit results th riill\ and in 55iutiniol C\plcssilli atllit 0!'iniIIlISttit ..... 'O llllltll !'illilttij e 
atldit pUrpl.st, sttto', fin lings ld r.iecitll it iiis..., itt..ktoXis C.1rIC+lICaction takenl.mii5' 

Revies, 5: RCv'wine aL;.dit dralts Wtith :iitLIiCs.\ llilini , i ies to audit leiillI. li'tlterepL lsssing thi ilacyi llllyjIprotistId tr 
comle+ 	 itd ctll-iccti'.t+ action .... ft1d mltr v ill) to d,++letllll elh,t t . tllh'CIIHcolil i\,.cs l ike.+ act'ion taikenJ. 

lstd'il iccuIIInul;t's 

inlforittatitin rt'later] lt a spt't'ilie t'cii liliile t ilt l tie iptlql esiof tiiiit 


Auliiiig is lie pIt'SS hV M lich a ct0 put'l'II. in t 'iC ieritol and CsalutitCs t'..idlICC' alltiut Iualtiliale 
I ilr ' deirId e HI [letilaIi td lll lth e tli ' t l tondelnceveei'tI 

/Acttlltniheis (lie protcess o assessinl icttrtjing. classilying adt stillilari/Jul, tctillie CvTll a Iro2iCal tItannCr for ltLiI)tse Of 
providing linarcial inftirmation ftr dot'isji iiaking. 

7ypes of A Wi ts: 

I) Operatitnal 	 - evaluating Clficiency and t'il'ctivet'ess
 

- r'CtltiietVdat ions t'I)sptted
 

- VevieVs iut limiiit'd it0acCottilijile
 

- lila 'c1I llet cttnstllill.
 

(2) 	 Conpliance - deferille it auditec follwil. specific 

- priel ut s and rit's stl titiWn hI5 liti'er atliority.
 
- e... tax autdit
 

- repitrts tilllito 111anas ,iin l.
 

(3) 	 Audit ofFi nanciat 
Slateiiients 

- Oiler oipinito as to t'ter tierail 
- Iltancial statemliett art' staled in accordance with a specified criteria (Garally Accepted Acctunling 

Practice's) 

-nlitny third parly users. 

"Ilnforlaltion Risk" - inliormaititi oin which busine',', decisions made itmay be inacctralt'. 

Causes iii"inforntalion risk:­

( I ) 	 remteness of inhlirnatio (lack of first hand knowledge) 

(2) 	 bias and motives if theiprovitler (ttoo tptilmistic) 

(3) 	 to itmuch (liata 

(4) tt) ctiiplicaled fir trailnsactiols all to be 1I00IZ( correct. 

Reducing inlormation risk 

(I) 	 tser can verify 

(2) 	 user shares risk wilh provider 

(3) 	 audit the intitrniation. 

38 Audiling the performance of Nilanagenien: The Fundamentals 

Ta.,ble 3.1 Phases of itle Audit Iunctioiti rlit Ni-aUdit. Descrihed by Process 

A The Preliltinary SUrvey 

I. 	 Obtai in a relatively shiort period tl littl background aind tge1ieral itniitrmation oil organizalilln and ilaalgeient activily 
being considered Itr Iexallilnl itii, 

2. 	 Analyze bilaCkrIouId and "t.ral iltitlital o otlaill relevatti evidtic.e-IotI necessarilv stlicient, imiaterial i-l t enllllent 
- on tItle till lil'e eleittent, - criteria talsetst I eels - of a pIssible Ni-audit toileci ye. 

3. Assert the tithl elemtent lcilltS in rer iilbhase ;I tentative M-intdit oblieclive.
 

-. Asserl alternitive 
 criteria anlit ' elements ott I aiedIlilaeItii aCtivit i estalish 1i0ssibi ailiteraise-N-audi 
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5. Ir p ssibl c aIltirnative i.ccli, C is II bI'eCioiI l eCd.i0itaih reli e IIIo eVitlC Ie!e);Is pr.'viiuisly been Iobtained.i' 	 I 11t vidCiIenJe, 

I 

C 

D 


on oneI liml re lelniisof tilel,,iil audiliitjccli\ordelr to h;N ii alernalcl ei\;alic N-autlit ibjecli C.e ill 

'NNI I-audit IibjcclI\6. 	 Suiiii rieic\ te\idcie iiatll, Ioseti(i ti l iti cs. 

7. 	 (onIiunCdleIj'1lII Irelevat ,i\dcIce auhit S, (l :ic 

,

ilI'C.IC 

nIl Iit Il . :Iit col le- I all IIIhi c lei ienIs11 le u !) .laltp.s 
I I) hait(rit inil IalteIl;lli c teII ilIi NI-autil i bItctice call bc u led ;rsIhI..Ct lij lisc ItIII Ilte reCvis IhI:.ts l.;1111, 

IIlclllC%i call be lutihitl c i I iI Itllhike .ihiectise. i I s 

illrel.\;1111 ;ild C0hltuli)CIl-1 ,CtiecCletu Illiil it , and sihit IC"ide c \,ill tlctcl tile ate it objeclsc Iu ' ".anid 

lo I l will lI htI tcul ili I coil I lic.iI v c\ itlm.'C, t'riicctdh Il I \ i,. i ll 

IIIJ11riil 


iclI c\ ide 1ce ieckl 

orir liii ltdilitisdo(b) 	 tha Se l)clie e tself becatuse evileince \ituld [lilt he.av;ilabhle ihat iriflt "illiliillailic cilllit 

Ct!ltitltl;Iti0II,',6,1th uL-M-MLCCl
laM;110111 lI. 

The Review and 7"<.,ing I'Mana,;gemnt conii l 

Iack'i itilomiiilioli+ 	 Oblain ;tIlie i tldditiolnal dtl . 

2. 	 Oblaill lesiC\;it. III;IIC lA. .l111 c. ft ezl+Utumt e\idoeice-iiit tu¢cessarlly suiflicent - olntentative NI-aludit iuhijeitive by leslilli' 
lIljilIMl'C+'ll+.lC.I tIIi It'du'h.'llIII ~ 	 1 I HC, 

lie st 

b) that silzu palticilhI 
t l It pelt ills I trcsputtsifilit\ llse ianill.'fi 

a) 	 that Ihicie cuIIilt I,.ai lil elcI i;, 

iciltiel' l iII !'tu lp s (I Onc,rI cI elsI fI, could ca 
ope'l+ilIoltanli. 

C) th't1 the CllcCtS Il tile iICHlfieiCIlt Opliti~ll ircSiLtliliCilill. 

illtl collic hiiii1i Sslt mailItld ilult 	 i lll u tc lttil li llt tecill le..c+(1ci\itlncen tllat3. 	 Obtain C idtlc 
wolk 	is i be doltie.
 

I ,IdCl I l l hC Loill i U I elIs iftie tlentitic NI-autlit oljecti'r.
-I. 	 l)Cterliue[I hIti ihit e C. uC It ibtijil Iall el 

5. 	 S1utl illizC mudeui1CuluIC:CviilutmCe 

l ictise lll1,h a 1i111u11ul eie to lie used il the detailed attllllnlliolli) whethzc the dcvelhllcdlulitiC M-l-udhi 


pha,,c,
 

) whtleth,.r eviulenece lha mlust lie obtiaitl l \ould he iulIllel'l, llild
 

ldlitihiitAl . utii iIlh lloll c .
cl 	 "'whlt cxidC II t l tainedl i hillsluice to hivc sulicient Copi, tett, IIi;IIil. alld 

tl, \';llitideiie i a concittlusionliii the lltittlit epreced tidetailcd.', l li,c. t tol i 	 tiatII oi 

shuld witdliraw cxaitilltlioni.(1) 	 that aitlolt 'iolli 

771t,I)'uiledI'.ra,liialimis 

I 	 Oblain ami .lfhuial backgiiunt data tecdel. 

2. 	 ()htaii JUlI. ,u, 1iICt.iateial,.Ild iclevaiite'idenCe to LetitICtine: 

i) tle ;iceuT.clI.ility of the crilria if NI-aludit ait argumilent against the Criteria Can he rebutted,tihe olicli C aid that 

b) file specilic action iii lack ill actu 1,,iili.cd In the Ii cuItsed le eIfl'eCts, aIion at iltagerllrIt aCiiy thai 


0l the Sienificanc olftheIli.
 

lertl i(i critleia. causes., ind effeets.3. 	 suinrlraize eience s 

4. 	 Conclude ftriln Ir.teslliiiiiied evidhence Illtthe effects ill h,-In int aiviiV IteiC Sigunifictlllly inefficient wheln the 

actions flctph,)ce, and iiall1-,elt aire evalualed :alinsl the Clitelia. 'rieed Io teport develiipieint 

5. 	 Conclude that1 siulfici Ill evidCice Cuild llot e obtained ho letrmi iii appropriate criteria ui the mhallnagemlenl activity, 

determinihale causes, or significant effects. or that other condilins warrant lhai the auditor shouLld wilhdlaw llfonu 

etiageinenlt. 

The reporr dev llapmnent 

tSehe 	 in thrriugh sCope, of audit.I. s,:enie 11ruiuglt background or general infotrmatin 

2. 	 Couinnuicate concltsJio. stating tile si-ni ficaiie of cffects caused by ttunt lollowing a prop'r standard. Sufficient evideiice 

uoncriteria caLIseS, and cffCCts Suiiuld be giVCn with Iorthe ictIdcr Itosame conelusiot as thethe audit ubjective to Come 


uiditor.
 

3. 	 S late recomme ndation, usually that the criteria ,shoulldbe fllowe'd in tile fulure to obtain best results. 
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TF FI"CIi' IV MANA(;II) N()NPlR(,IT' ()R;.ANIZAION 
An t h on y a n11dl e r z li nlp e r i , l 'irhb o ok " M a im ,n,-m n i n l' i l l III N ll l l ( l ; u / i i , l ,, - ItL ,, h lil ecl lc cl i ~tely l l l nol ed 

lionprofit orglanhz~lli sitili illelled, iillimsluld lie i Cll;k.illrislicN: 

I. iAtuotelllil hIi;irtl is11 llacL te¢ iliLlestill seein lilt 'ial iiieai ll liticti l elicieiillv ainl ,flecilC 
Top',)~Ilial .mil2'II l that is inI\'o1\ Cd i ll () llllll ill ]pul[tlo llualllc'.. c,'k ltii ol~l ldI t ill N.,. I.l,..llNiml lli ci'll'll. 

3. \Vell-coiiipiisiii'tl stlniior IllliIels. 

4. ALIe ufialll is f il,'l0d lIi;II'lll t',1 itiilllili*ietl l ef'sal iiii lClil I I el0s.r ll)l0tl 

5. Uite ofo l'In accii;il - ati coilililll sti_ ii il l is olisiie ll\ ilil ilp1opr lll iii iesli lisililil blulgets. 

6. Zero - hased reti e ill ii pri11i1iNlnl, (111 Illi lluri .isis. 

7. ,Special atteLntiion ho ["io,,m~im ml l.iq l tip r,.ie liollol'it cliltelllliscis. 

heiiejicnusi ,,8. Is iif" iily sit here piiLhtilddii hdo Nil, 
9. kit tiI iie ceiolll li tesi, iim;il'if lillerl itesit,iliin liu u'u;iluf, llcl as il i a; lXissifle. 

I0. SIcial aileC i 'liCll lug t\ iLcesise lit 1 1 ](ulic\ % IsiL, e ;liesoll lhi cliCiIls. 

Ilill] .asis1i)| t,.' eluipl'- inu caileislres t\helLsLe'r l tioiI lllit iSlil uiii:r
1. ])te iIiee. 

12. Use il",cil ;icctililclItlli iques. 

13. Ist ,iif \a li ce ali it sit in ll;l lllli lie. . c'ci\ iicss of, CI I, l ritil liltlluerClS.
 

Lapstes/ errors/ omissions may ocLctI. once in 1 %it
ay but .1 full and timely exlaation may clear much 

Ole slit Ilfirsty ciiiiijulieiit hts l hi l+'' is l h1111i a' iv liet ;thi\ slelie. \Vc'el. AmaikIi;iiIs mollilvike'
 

flayllililts ;ill rili lh Iuiu10 ;IeL'IIIII tild ill 'i ,t ,' i\, ll cll l 1' Cii0ii. ,' , us, ic+i.
7 'll l \ssi i 0 utk ' ih, lsfi o is letf ... tl 1l 

clearly illntlerstii t h ll til ile iu o lstl ic I ;uiiit t l\ li liel
I ul tlii fIl . i .ulyitelo s \f I te 1 Cl11L1 If.1'illi itt t ilCsic e ilt' 

iil i ~ie i oT ill h0-t]; i 

' 
i i
fei iinlv t~u~ ill ilie tlisclu ie, ar ki, liij' Iil t te aIpi +llliollll ilejii ci iiduCt l l . ll t e hiltoi,iltcc,

s\hi i 'tiisafely he c;tlle+d Ildiliiti . A\U ili . ;as i\Oilmiie fulls cti litiii is a \r\ ,ssC.iii;i f'uictiu i tile lieihl of i lcuc'i .i\ildiaicl 

( i ti' i, s tLed Itilliilt 'to, ill it' ciillsiilllioill Ie l) So*idi l IlfIthliC ol Sri lanika. l'leiseb
thl L'Idi;ilic r.l'iI ;tilicle 155 tf Ow 
('onsljiilui . lie sill l hi', s0lf diluilil . siI11 ofl lie ]),itl hc'tiueiCiis til kisn.,, IiMlissioiis, tic. Will he li .Uiili (l liu.ll il til 
filocess of snch ;uiiiilmin. 

Ile \i ill UlIIil i's tinld 'li c'lling i'ieplies. t ii ieller ir Such i lieIi itlid fellers sl il hlo e lefiliet lileilll it) Wile 

Itikilng uliiiil tlo mii ke itljusllltls ill oil tit i t'lul rilla e's ill fIle ful lire.
 

I imoliuwVoill, I Itll \oil. 

(i) Why tuodil fuerit' lieraised: 

(h) Whill ;itljsilieiiils slNiulfd be ciarefl'ill aiiied wilhi a iew lt saivilit7 terviilv hi a sifUalion.
 

As sou ill] i iiillai (hu\l. h)'iearllllenls
itre isti1Ilnltrnil Auiil IDivisiln,ill iiuiiiill filaed hb, ;1iiAeuitm;inl, a Senior 
Accountailtil. Sollel lit' ictfies is desiiiuacf ('l iiiCinal ,\iuditlur i" Acliiillli (Iiilernliul :\iudit) b)iec s, fllclilns andl Stlloe olite 

rilerlilalAudit' in FRcsXpl;iiiicd 13i. inld 1.3-1 li is noriitaly epleeed Ih ind dliiciii lie ulditd h fIle I. A. slaf I ani uilitsit'
rlisetf livb ite i hli ,so lial tlishliei;ililo'I,cn\ill see Ihu cree c ti'iui is tiuken hilore Illillels lre r;isedf h\Ihfile( Ceiien'l Aiit ii. "rhert
is txictedi tlo lie r;ipoll hemLc'in flit' huilrl ii ldil itl Ihe (it'lcrail Aitlit. solhil itre \ould he iio u ellafifll , ot \\ lk icle holl flit' 
;a lCies ire c.IIC eiut't . iiil hhlii t'veir io.ce' rilidlll lf thcil elIS \ IdiCNi lie,\iif ll ( ienCr;il leL;III tlll ful ;111s fi ii; l dilllt l and 
flt'rlies e d [ ]liiii ;is ttell.cilllit' rui 

Cielit'alil is hi filL' I'etClSince file At ulli leslliitile l esllilseillics iii ltirliaill'niil Illii lc.llitli entlf ii fites lillie aiuilill liisitf 
lill' Attliltlr ( icii-il. II \Oilitl iliie sli litlit' lIitl ' e a \]tiiie IiI.iia l\li isoly f g piui ifstltn ll irlll lii ilil flilt Atililir 
( lenerill itstl fik lelt li i ot' ;illoo illlo liiiicil iil' (hut\ . I)t'l irllitiils. II is ill Ilit'ls' 'il ii lillc's thal tit , ille ristl is ile(eiieril 
Auudil.
 

ill Iily viet' litre \\ h (;tlc'l il Autit shoil ,isc. ' ttl it'll Il C is dill 

rt'a leIasills 
 uld .jui'it . liferiu;il Alutlil esi'lilIe. 

Ih'1sraiso is hal icll ilit, rit,i s ttill fIoiill li ll ialictilcl I;ilits uchs Id iliiii liiiill Il 111 \\ hcirLecolic lit t ;icliii \itlilf hie 
really 't.'tt'ssa . Thlis illf i :1 luu1 linIi;t illl dilifliit.. 

Nex is lhal ih%tlilt.l' esseiiii liwl i d w\l'iit ifu iilinii is aii i /i I \d llil lilcll. iiiilitl i lili ifilin f iti iiil ;;1 ' il I iS 

filiancial irovisiln. II'es\tses iccil flitlll h It' iettilie li 11.1f ,liI i t'li telt l ailid il \\till lie reill I ll iillt'iililil't'
 

M ilielillil ;iitlii I osfil' ilill'r reusiii. liiil li' t'.sil
II II iithe Wil l l ttll hi !) esl tltlirt' iii lie\0hiltC', lilt' tilijCfiCs 
tl'iisla ehifause itt'b li ;icliit'\'ul illia it lli ulirinizai ll . 

.Tlhle'n l \\Iill.sCOIlli inIt ;llh0\\ Iuice Ildsi
ce Cillif ili ll\ti l ilii (-,il hi lA ci . S;i l i ilil stlllsumise itiil h lt(it IllhCCen HUiiCtL.SOHli'Orile, \%[lli lldi , c 

{ li~ ~ l'll \61\iiu anlidinilu'piC'lilit111 hi.VciI L'i\C'l h Idc to 'r Ii lit' 
+ I'L'till0hliI Ill 'llilim,

alllv~li''ll \ l-t~ l 'ac'i i, t I il\na hI'Ih;il C , "' A is m o\lll l imiid In ;ill stilli~llc<.,\-,r.su h<; \ i¢\,il1 lin i he 

Il)RX t,,, ,< ~.F 



O lI~ 1]¢I ['i)CC..S) lin+.Asl')Ct.'i fkc 0111CC (ItIII ,l~1tl,. d hle i,,sucdIt 1 11 oll+CnnU'd ill, [hIhtk \ 1.tII, ' Il IL'1+'hlllj jlkI b'+ lt;t(le ill [lie+ lnttllc. S+'uch 

h t1t0ltiordjers shouhY be iekIIOWIisvlC,.in htl 011i iiilu'\.tfl II+itI'llCt., 1I. hi+\\..t.'i. here J lt i' iitlio . such ll tit\is tio ht el dcalt s\th in
t+idcu+ to+ Iill -IihouttIi,,c li In t.,.0 CI,.'I ., , Jl WI.t I, IC1101tli ~r,1I) hIIIIC s :111. 

Now\\ I ionl uoinrtv it) tell \oitl ho\'\ lICIl \Oitl 11,hl lt dea l l tll; tl tl.\ 01i 0 hClII.MOOh 

I"ic fi tti treimoist thiniiL is IItAt l t . ,lltI\s t.iltct hil l Ilee (Itici. shOli lillclitu t 
+ istvIr \\ hi;h ,utl h t. :t p, it recticl. 

SOHI~lltllItC.S at tlll(2l lllil\ he ()I*,[ l i~ idl lIML hlll+I lIClIC \,.ill I,,ll l.'I 11l l1t1llld ll qtlic it ,, I e ll. M attlcl of1 lli\],Il 11ll .I ;I\llt. he. lit',lI 

rel'rred to lhe Still (01 t u is I. I r. 1 tit itile iL pitt1ru1l" lli lt t Mhihth1 qilci lleii l d , C;illIl. l il a'e, 01 iittI lI tI.tils lirsl 
such a t11¢r" shtiild he si1hillitted it) li lead it"l It.11tilltCIIt so thit lie \kill k tw lha such a 1li.il ias.\sis+ti . BI. IrC illi this mlldile'tr 
lcciirdillOiltillc R ,iC M i i t.it. h it \ tmi (W1e;i that tic kliits, that t 1,111cl isslill-c kilw, 

Nov. tho ;plll~vatc wc'till \ill 1h;\c tt) pi,,.lmc itdlllt lcp+l. ,lo.%ot dh[Z+I+>eand1¢I1 tt+l ill_h C1 0 ~I(d d +'irlil¢ 11t11t11)C01di.,N ,,O1l1;l
ICJit 10a li t it . . l.nii dl;irindlk. t r 

Nii ti it\lit 1ilutit' IIltt sl ( lt.'' ItjILMi 10titim t1'citl\ itC . i Ttllcl tie qltlpct ht: calc lll,, l ad I t ihi it.'i\clll ihuld l alielull' 
Uililde"Iti. It list' ret1 rrlaii,. ii, trtrl r iltoll hIot li I tt.icet in it, itt 11Mmi eLul,lie tutiC sluttltl+,i lint;Imitbe, mii .'IiMi, r.'i i'ler sh+lhtheitl\ 


NIl"titl .' liatit ; tki JMt'[ C I to J1 .1 .'tleC rt11
i i a il (M imi tIullrt t'siiIle ¢t' tCCt~d. (..IuI+\L'IIt ilf h). ,'Ckit 11 (111rtlt (Mint i , I lit
h\v

i uii iitiiiiI l i e Al.Q+t rS. ittrlli'll h l Itln1011, Iicilau t'lA, llsp ll*n I \ i.hl to Chl ;let l OLIttItil, s+,\rerI+ lltlltl C\,,lll 'Ics 

tile dellmunlm.
 

N o w\t hile lwi mlll l II ) ", 1 t h a l t ' . ctl\ t t i k l +mlm.o\ t t l p r c d ¢,..t.", , t l a\ lll p ot lt l l1 1 0 ot l C~ l lt i n g iS lII O ) tt+,u Ot t i le A .Q . R C-2iS1j R S ~)t ll~v .
 
huil i r! tIttlitthi lie oll la atlld trI. i itd soutiotit I l i s a l which I.
I ts iw, tllel ic.s t o 111CIIt llmi. li \tltcr sInilmtll eer eIwneIctlctd. t111dituii
 
Gentertl Shttid iIC\le l he itmale tht iencitilei ii
to lcr i l I Ire . 

\AIUE FOR I(1N EY AUI)ITING
 

l'urui se: :\SS'Ss \5.ii'lter resiuurtes arc i;ml ,c ililised \ miiclere.ard l rc
tl'iralt i l ecoi1iV, ificieiiCy and eflectivelless. 

Assess slict\\ ale lty le , ilie r tniia l islishil lae satismCti0ti lv sCrvCi IhiIL'lIi ippitpl'1riit i Utioli flows. 

Economyn.Eflicincy and El Ccliveic ss 
lono.iimy rele't), i i le l cillat citm'tCiitills Htldr svhiCh tile aliii ;ICtl iqtlit's fillimailuC,humanl and lhysical retSOuirCeS ill 
appl'rop~riate tltjalit+\ II,.l (tlintntit.\ aItthe It>\. c,,l',. t11[le litt1 lttle. 

l:Ifli:clic v rel.I li tlie rclatiinlis Ilcteciil !_i'ds ir scui\ pittCClcl aLtid lusrtelCCs used 10 IIpltldUco~pert'ionl pitdtlcc, 
the lll~a\hIlltilt tIhCm an1dCf'licielnt01tl l itt I;t:II\ Li\crl set ofl It.sotZ ltlllI u i a ltc1111 ii+tisf, any) , i',cll 

qut lity atIl iiiitiit\ fl'e Cinc l teuil\d..l ' 

l'tl +tie l ,esscoltCeriu, tile e +teirtltt i\ Icl its g als 1'r111ithir inteinded s.j IlliitiiiiiiejmCiicCeS ctITC 

Accountahility 
lhe ib ligalitm i l s l t I s i il\ l l tcI I Ctol eri . It l lit least' r +is ih hC u tle e istilice o two parties: 

ihruatsC, JIIn tile i it \with tile umler taki1m0)itC 0 ILcsiiimstmfih atl1 L.ccpit it) r.port uplon the manner il1 which il has 
heCn disasitir!I, 

Audit 
The process that is smtper-ii iscd lii all a-cuit'tti'aililv cL:itiinship. It is carried Olit to stablish 1that a report on the responsibility 

;ISsLtnCu t\l llauditis usLl l)it'iClti h\' a Iliiid pauly, primarily scrving the interests .o1 the party who delegatedd is it Cirlc1or lair tIi. ,uaiiV 

the respinsihility. 

Process 

Maninly there are three phases. 

1. Planning 
Ilannihilg tie audit ncianms determining audit scope, liming, ioijcctives, criteria., methodulogy to be used. tMid resoutrLrces retluired to 
ensure that the tdit covtes fi os illostlrillit iiganisatiOiai uletiitics, systems attd coitrols. 

2. Execution 

Execution in\'uiit1.s cullecting. t,.',tinga ;imilysilat esvidence ti1tais aprop~riate niquality and quantily tind qliMnlity lased ti 
audit objcCtiS,,eliteral aiitd ictiiuidOItiy d.vCltipld ill the pilanning phase.l 

3. Reporting 

I Iepr'tiing inviolves Citi1i1uniatlliig the results Of lhe audit to tlhe pttIiCs cOItcCrnCd. 
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Criteria 
Ciaeriaire re;isimablc stli.dallcszwclilisl iiich lllil llll {tplilclic s. culllills aiiii lejilliillc s s'i'Sl' CallcliIlL sisesscd. "[iie ic 

Usd I) idQC tile dL'I+C.e tli hiich;Ill itldilI Ol-'itiiia llCOiIIOl lii10 I i ,\J cclCiii lls+.
 

III a eas ietler Clitelia lo not aill es ist lie Callh dclikes d h i JIil
lllmi cli t ncldin piihciiiliinciiil liieliis of l e'tissiiilll 
o iriaillOsatios. iio\'elnlllciit remllikli ns, dlictisek s. i t iitltt file sitII c.ililtleI 
areIS, iLwiCillllltll NCIISe which is M MIiat IcaNs IaiihI J)ulCN WtIili c\)CCI 

i it bI iichi itdil. icsileclht pioit ssiiiials N li%rkin lhe 
t IIIllilttiie lucilliiiell the circulIiIilia c s. 

NOTE ON ,IAJE FOR \IONE' AIUI)I'ING 
Value for Moev Audiii is a recelt \pldisiii ill tli trlditillilal selpl pl ,cllscil l It alhns at iNsessilill oilktdiilni. tlie


overall pl ornIianicC Of desc\CIIIlelit iojeCts liil lllinaiiiill.s ainid is 
 iicic t csa Is to Nliii] ic litil " 'iinliiiii lihi .,So' ilic 11l)flic
11In11CU
lS.
 

Audtitii isis;ill 'si oll. Siiold IrIIt C -iic 161i IiI IC Iilas I\icii Itll lltldINi L esil i iIII hIIlei lelici litI itssciiu+c an1la lIn)I;Ch haI 'cel 

It \.is in lie 20th cciitiil\ thit tleitldii s r iol' to ItllelltIsll;I ll;lior'luilic'.W ith l ill, se ill /c oill iluneS- en.tlilties illId 
Co lipIC it . n their lli+eilaili is it hClCiii ll liskl ldiltliii 1 aiid aii l tll liii iiiltl C tileil ihi,+It Ii iaccuI;lc\ oii acc" lliit s iiti it ,'%us
iecoi~iiseii that tileccilili rtitetle Ofsiiim tolr i toi C\lr Iiis i iiilillm liele lil,iiiiCl] li itiOl iil;11 ClillisiCi _.
 

W hile these d\e Chiill eicits \%Clie a Ollil the Il)It cSiOI ;iI o l 
 ii i r iit lite lli tilN Cc l ie L, ciiillicl il ii lis itlc 
iellaIilcd ilihl\ liesiahlc. was tlliiitiimll CsecCIl . 
and prlilpiclyI o lpuilic e\pLCIlit1iii 

(0ICIlll.b iriics, actIoi+Iit'eilills., olii Comiipliiance i hI[tvil ehul iuhI itiil'llolls 
. 11 \;ts iII Clli\ SCuc\liC il" this CC+'iitil iIt t lic \c'iliciit iiliilu s ass ued ;I lmoiilii lllill lill lC 

ill tiei udiin F+ic c citl. Thc tiiiiilitl tmeaki12 ,lci llil illl i i iiA llit le Lsc(11l ictltlili iiiiCd j niCjiOii ;It IlthltlL' i tIie i llil 
pl\ l iuilijrl ilet ii c Ill s lhcit'C.
i I liliiiiS il;tci 1l the C\11'111t1lc ic i l 't hilc et" h \l\,I li d im i hitllidil. il tile dili 
Scopel+U i diliw1 \\;ISto ilof gmVl'IIlm 2Il V iliclinalifl'd. t) lI e ;i cIv l ialt I . nli l 111111lltO\T[he -',CrlIIIIICHI had Sklledt['I) ',it o lt.T . [he l C1 ' Llol i Wi lMllt1L'l1r01i-tladitll ln,. i 210\l611-hlIldl ol tilell+)ld;inl "llILICti 'Thc0', it_'.+t N+CC 

C'0IIOirClpIcsuf1IIti\li iitiCVchi IitC_'ti...CIIludhCii This ir okct ,+ l lIanll ' iCOi1ci.W ith lc i l c tui\cs bec'arlic . itl. illIe iltlll oilctilh utfcti*n.,,, tile lul u iltI l i,,Ik lics lie
c 01 

\k' S ofl LA..C'\t t (.ltlueslotlls l , ljsit ii1IIIthil'iICC¢ of[1WI l 1i tIIllalilil.\ Ill:I-u'Ci 
M\ IO ,111ldu this IC+SCLt-I'CC'. It[)h'CWIlllli\C \+\ IhC fo~l lil;1 inhlolr11htitltl1C The' [)ll:1C" f llt1 IJ MlClL'lhell ital Oil IIIIC I)O 10lltllICS
\ J;s
 
[)0 lh Ll'~lill C dily. Need \as1te.lltill)Iindependntn itSCN11105ll IIl +llsoflpullic"Cxpld101 l eit n iluic and ilso ICalliScd tilt'Ill11 

lIillllld aujditinw +
ill;I'illitc~
was it)4oslyv Ito11lCI (ftn¢\v chliallel11-cs. 10 C\JICCIlt HIS(le IC 11MIIIICIt was ill ICSptHlIt tile 1-islkIILJIIC, 

Supicic Audtiit histitilillis dc clhicd Ile Concet.cl tf \;ilc to N i[nil ,\iiiditiii-.
 

Thuis tle culcept "\Vaue thrNiiiicv :\ittlil1 is Ised Oil Os 
 iiiilllli lI'linicilics (11 lliilecitlciit illflic Public scclil. 

I ) Public biisiiess Shoiul Fe cnducteid pulli
Speiin lii lublic tuiitds cutnse that their tiCcisiulls liiul 1iii cihiiciley must clistlie ill 

in)a way Ilmtkies lile esi lpossiblc use l unds. Olticils iiSploiisiblc Iti 
iiisl iat these decisions icsilt 

CclllUicali, t.tieit iid citcli\vC Ilublic i ea0is t t iu asc 'iIc liciI. ia ( iLis Ii eN iiial+l uOices riiCi tlluality shiui Iu,
IiOLut1 ill appropriaC Mdltouits. ll aptlopriate limes and al I le bsl 1rice.Rcsiiiices - pep,, good's anI illltey shoud I 
usledas )rIhOclCiClh itspi issillc, aidIluo ratllincs should ;icit\ev thCii inlcItulcd rCsuts. Ill Olher worids, gOOd decisiun,i
the public Scclii ale thoise that are not ontiy legal aiidilhical hillalso retfecil tule regard Ioir value flr Iliiiiey. 

Expanded Scope of Auditing 

FA 'IAI,
 

MI )IT 

SJUDNII.NTI M)
 

F=INANC'IAL 
" 11)."ITI().N
 

(1:)P 

COMPLIANCE*,PROREIL 



(it) 'eiople ito CinltLt ptiblic busiii's should lLnitde 	 Oittltiii2lntLItfbLeaLctinltibl,_"e 1I1til itillLICliLT tli iLe ttCLs 

tlIiitStil'd Ii) t cIti. Tihjs 0i11titi* ac ueiit ahility 1 tlliette', lie si.h il tlel litihlic sctIoI'. 11)i1 elected l'lresetttalivesof \Iilit 

Ire aiCLetIIl:ibhe (t lie liibtlic. It oil iciAls i toli ic.'itiutabl' Ii) lectcd aid public servicersupe rLils. At CVCI'level thIcr is 
an obi)bIh2atiitn Ili dilmonsttit e l oIId I iLIC ale I ssed.LLactice, ilihillo 

Value foir Notlie, A tlitin- canie deLiC d as i11iti in IlCtiC nt ,isNes"tiiett Ile Ce lCltI to wkhiiclh ait ore' ttiallisitin o t es) It is, it" 
CiL'st. ltniaizltilt's res onllsibhill Ito s ie illilC0 11w iis tctcCsslnV. rctrl )IIthov well thatvhliicul aditors[ile its 

rCslMsMilbility haS bCel dilichl'LI and 1101to tlliiiisni t Iildciiiinud e 1t in illI' VNiv.I iis delizitiin
 

,\sscssitttll IIIIC;IIIN ILI(i [ li i lel s Ii Ie,, lt e oable oltha oil e itILdoes ctitililliii ipltiii)n ottlie bitsi lll i' idiln tlINo certaiill 
aillnint ol stibccti\itv which ill juilacillts Iolie Itoiiie. 

()trg 	 ni tlist iii is that tile iatiIi hlok ait Ile +nlit lit, i \\ hide. 

Lcllttivl'cas acquitiis lesuices at tle i \k est Cost keep ic the ti.jectives ol' the Lowest cost Itteans life­in vi"\ Lwtieiatiiin, 
Cv' IC cist and n ;lt:1!\ sis (if uih..lll;ti\se .illipliL' i 

tI e 	 tclcr r I to (l)tiotitlii itilisatiionl t"i*CNItrL's kCLp il \icii the ollieclivcs of' [he otanization. 

FI tcCIv'eies retels Itotle ai'ewltiles tit of obJectives. It involves issNesstltitof"otottis ii lr) llls Or lroiects which are 
usually eL'tll;l It the Ol gjiii/itot. 

Oljecive.s 

Value for Nlne\ Attulitin has the lIolii\ illu Itatin i)ijLctiircs 

(it 	 To pioside inllumition Io the pIublic (Itlio h 'arliantt) about the extent to Ihich ptblic seivatits obtaitted 'altle for 
IiOII'V SpetIt Of11public C\dL'hItlIr atiln ill collectinlg ill the 1.WtItIe.]tetidues. TIhus it is a Itehelanisiti I't 	 ill-o their sticces 
tlisiiii I PLater pull IC ;icciuttlilthilitv. 

0i) 	 To itlpoe Ile iualilv It thlepublic ;iti11iiistritniiuitl h et iti'tait1 aid)ii prtottiting better tliletiillteilpracticL's tn by
eiititi iah a l\ttsltS, ,,'ell -iss,:,iiietit ili pulblic iiiailialsCeisass ;ib 

Iiii) 	 T[o SIIL ,t \\ JS 10 ItLIduCL' and Ito11II kin,-.lt+)llilhilitiL's tll-r ilprtqcr d'ci,,ion, ttInM L rS itnlI)rO\'C dec'isionI 1i 

(riteria: 

N i aiuditih , i' olis)silI until l I e . r c iiI iiil t il %hich ill uuditoi hiis to lpllit. In finincial aittld ht!, the autlit criteri Ir\ 
esuilved in the n ll \cctLlilli, e i.I lubllc seetrii auuilititt the atulitilus apply tiles.it( ;ie;llv acceLptd tiulu OtiClItiCtit pulicies, 

andcitnis us,adilitional CL irevilatii itl itplopt iel\ itcLia. Il Valti Money Auditig, stitlr Ii ecncally aecceptLlciteit available lot. 
ill situatiot iisituad it is tilor-ltlatle accorkdino tIo Cel iriiiniatitilii,liitjtllmiLe tor jicct. The criteria in \aluc for Money Auditing 

dCli\etl hoin the hIllowItI\\ii soiMCLS: 

NItiul 	 Itc Ol tIle Oului lih iitni ii1 basic jlun uliiCeltu.nls 

,lulp i,--a.iLc la ., l l lLesli-: 
P)IiL'v dtllcLnts 

(eIehl\Cl;I' ;IC'CL'pILI hlillaL'iuiit pri ctices 

Piitiii)Un.,.iiiL'c ts ii l'filtlesSll itil lu)C: 

Basic Characl'ris.'lics 

Basic AuditingIStauuir.l 

Geti,-rally Ituderstu0ud aid i cceh ed allrttilbutes (t troiititual tillncial aiuhlitiig i. e. esidCCe , uIlu.audit care. fair rcpoirting 
aitl idLleCIulticeCC irC Citll CsstiItial \-alue lor tiuuueN 1ttlits as well. The presetc'e tub'these attributes ehisutres that lie 
audit tepirt is oiljcise ud teliabhle. plreparLed ithtlclLd-i I' lhtise who are rcsputsihle Cor the Irograme or activity 
Itnder tc\'ie\' uni ;i,,a'tl tII)n a dici itied Cs itItatiut, ,O i I Ip'lip i atC evidCnce. 

IndepliultcItl and (lbjecli L 

iimiie\ hependentt 

therefuure ol lie iMi uil otlujCeti\iuV Witch'Ilith their task.
 

"'e 	 credibilitv t \;iitle i auldit is d ill 1i.1.'Cpart tn the lItIssiotalisitn ol those itndrtakin, it aid 
uleL'TiLentL 	 they ,e\ppiuiich 

* Cuuttupreluisuvel. 

Breadlh i scope is :ile characte'ristic lit iNst Cleu liN'tittuisshs \altle liii itiitev atdhiting ttIn finmtcial audili,,u. At 
tie )hlithiitg stiqx VFNI auit identilies all tle it1it' activities Lotrilstiul tqL'tts (it'the utI'ultlizatitlland selec. ltotit 
iiiti thll t hut arctessClitial t) lie juiiiciuiis use flie iroalni/aitiitts", Ithe otse 	 t iiotlices. 

Cyclical 

It is :t chlaractelislic \ tll 'I ilik icti ils.i'iS.II I)IrCCiLu iiV Cindt t ilsl l al lLo mNi ui:iniiti lie " jtiLs. N, s i o uu"a ni'atii 
t-su;IIv eUttllnl 5 lhe seVeral iuits+, uLACti,. and c Vce within an 
reco tIi/LS ti1;1it i Uthl puoll.tubh Il Lit)tioshuciL, 10 ICi)et iltailed esauIniutlions it the sitile Ispets ii ieh Sllle 
orlauunizilli'mlil unit NeLi' ali cical. 

M'r c urNe 	 Miltdil uliali/atli.t. This llproclh 

<III)
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Co-ordinated
 

"o the e\telt 
 I iisiblC, Cxterll filitOtS Ctitiltti i VFM aiths co-ordinate with and rely tin work donte bv irsontiel 
withint eoreannlli tll. 

Co-operative 

The ultimate 1ecnlts of VIM atdititta are likely to be chiieved unly if hlere is a spirhi oflcooperatitolln a ted lltllinlelesi 
parties Cncerned. 

Constructive 

A VFN ti.tdit does more th1an idetitils' weaknesses in ittatatelltit systvi, lla d it miakes ottsltltitve stig,-eslits ;ibiltmt ileways that ittprovements can be made. These aitzt.s ie ititCided It le lilol :Md ItttueU tietit.etd il [it siiilv ialytical. 

Mullidiscilittry 
The Itntd scioie of \'lM iditin: cs lot-aurdit it s' tielv 
a VFIM audit illay require an ltiginee to re\'icu capital acqtluisitiotts, all lcurttist tuiaudit ittrutatioll abtit 

i.iSmt l vfiif a i f slills attl di ciplines. For example otfucting 

the iiact iof 
re!!ionttl developIllutji pi 'tiItIes etc. 

Reference : 

*' FlbliCaltiOit at Cinidatli ()flic of tle AIdit u ( loiteral 
* Plblic Aitulit MillMt l if 11. K. idil Ofl'ic 

* Elements of, Perfotitmale Auditinig - Publicitit of 'iikistit Audit 011ice. 

FUNDANIENIL ISSUES RLATING TO PUBLIC EXPENDITURE 
Autltrity? Dloes file :acti iil hei Cm\ticLiulhd ci11- tinder relCeit le ishltutiO i r rMlliilis? ('lis is ttoit reguhrity aspect bil


the ii .:,Il iitlto iv f il h cthei isi Coticll iul )
 
Need? Is ltlt iced hi 
 public s ctii- eclietlillc or' llue of resource_ oi this acltiitsvi
 
Alternatives? 
 Hias thbce been lrurpe ciiisdritiirliit of lif 111,.'tiell-abe iflliVe tlliiis O d te tie'd? 

Ilhs fle best iltertitie\ blen selecte.d for itil+,hi.ie tailituii 

Mclhod? I las-c activiti s liCeri ilaimcd, oi'alliscl idt imllciulcd in all accltalle way'? 
Standard? Were the rc(ilttir iiits / .lIecif i+.. itls ilirhl0q irie, it [lie rilt Ies ci l i re hey hcin titet? 
Timeliness? I)id i;miters li il ;1t ite l0iliiiili rIte is, lef i oi iieCScSrv Cist s I l l dire,'t .Ind 

fiiitncial alld tnilfliltillcial)I 

I riil CeiliSCUClllilI , 

Coitrol? Ate there adctiale collruito hleifelssteli -ieftCitlitl ' sillislmictirs, VFNI? 

Cost? \'ere irSutircCs Uosud ,cuii llIid elficiei~tsly. 

Recovery? \\'ere leCeip)ts/ etniis iipiitisd 2 
A chievem e t' W ere the itittCiufeu u1ije'.ti s,'s i[0ii ,irIyVu.Ilfi Ci aid cuu1iiittuilicilu l; a itl we-.rcIhe' fully achieved; \\'ere h ere Silniic m 

t-l 'se eflectl oir tliiiteullt.. i i ,ulis? t 
Imlic:ationis? Were Imcre attmitlir siniificiant \'FNI iltitiliitliiiiis of lie activity tOierned' 

POSSIBLE INDICATORS OF IRREGULARITY 

Missing assets
 

Missintigtlctmet
 

AItered doicumiiient
 
Lack if I'elIe t bcisecii cilit if iccu'il s
 
UInsatisl''u uroy cx\Ifiialits
 
UnuslMI iikcc nllinl,. enicis+
 

-Liexlhin d iel tl ils ii ,ciiiiiins il"o exjien'It actioLiits 

other 

Ind icil iuils oi ,s-\i li life tyl c,
 
Gossip 
 tFgr AVAILABLE , 

Tip iffl. 
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(ONINI) N FORNIS OF FIIAUI) 

Cash incolC: 

Stellillg sittInilallOLitl l caShi1itt tulli " IC iSters. 

Issuing tinolficial reccipt, lir nlicellmous; incme atd pockettn cash received. 

nIi halikcd (at and idllg) Pttsstihly' coupled With ilIteidmenlIs ofDelavil bankillg and 'borlton.ig' Caish i ypec of "tImln 

paving ill dates n paving inlSips to cosCr this ll).)tink 

deposits and dclay hgi ianking of signiicar . ctlections.Making round sum 


Cancelling or destro ing cash s,;iles tickcN andIpocketing L.,sh.
 

Understating atIIiiI dullleil cash Sales invoic.es but -Ki cliln atnd keeping tIhe ftill amount.
 

Re use rf old pre ]rilCd iltsOics.
 

-",'ithh ldi g cash leccipis it ittgtctllnts.
ll:lillllillillt it ltse ClCdit ;itt 

,Rectdilt itnv;tlntd cisih lNtciiLttS anti C0iiCessitinS. 

Selli, g scrap or ca h miadkeepin picccds. 

Iailino to recird sde ies, applis (it' sI''ervi.ice and pocketlnig cash. 

S ig2ill 0!o ca;h ICgistl' or othierisise utltC-tcCtrtditt inctote ticrcby crealing overages which can be pocketed. 

''eemttittg aiid Lhing tilt collectiotn acciutints c. g. Rates, 'Iils. deblors. 

C- 1'ilint, titc . pockellg- it ittI wr'iitigiiOff rilte ccOultIts. 

[Iicketinr, Ill cs\:\co [C lti ill rIC '.Ctoh .i.ritCti Otl dChls 

(_lilIiglg '_ ts 'IieIs lii itheIis sto ,.ll. 

Issuilg creditIII alse ctiitiii sales. 

R-lcitdill, tili irlallitetd disc'utltt. 
NMiIn-, .tllOcI LOOI. 1 ti lclliotll. ;ICL.'IIIIS. 

('ash:IPetly 


- lii te.ritig sti~mips 
P; llct" jlI jL 'L ,.'' l I1l h .,l l'' 

"ls itsnvoces o( let, oiil i i viees 

- T~~~tkitie s 11isi1iithittp iiii -t Igai iiice. 

-Itrri ,vill, c:ish Iliats. 
( )h .'cla lilq: t.'l n C oIlumns?. 

Paitlllellls: 

S(,c(vrstating pi'tlt; cXIl,,.ies e. g. iavc!!itrg and subsistence 

tJsitt cipics ,11 irCvititile lilid iriviicCs 01rchrirgiilg dales trtt aCtilal invoices. 

- llt ins lse, iltics,, hy ctillutlitig with sUpp[licrsr 
- Iiirutitt i ,lut sliers ir,,ices', bs ciiiitisiiiil. 

,
ht1t1cli;ts+esC 0 y'lit irders. 

t\rr;it flr tielis. i s tIthitte mathier lhan (lie Itice address. 

Stealin cltctjiics jti. ahlc to a iersiti tir t ('lintpi'r ' 

Ohttflii' bink cltejtc's tilti lii*I i e lltl sigIn tte. 

Chtllr nllgpersoi i l l' llitln by lliSlSe of 

M iltintainii ' ti, t' cllpto cs oilC layo ll 

()v'el"titelliteitt oi tftls siimk tl iii hitlus vt kLI. 

II Iding l.ase n l l i llAml lilth ac ltcit. 

\iiholdint LutchiLttcd ,,ages.S 

SItealint sttiLk. tsl. tli'ldntl tittl iltellIS itt ecILtihittiltn 

Usitte i sl l'ti iMi1 lisL \ ChiCleN. c'iitttttit'II +, LtlIlillItIcItS. 

Swlti lle" lnc',tt l l ,ii'.'t',. 

p;-1;uhsiit ieF its\ cittit ic'. sti k S'ils,i i tegists tioIcter l.t. 

itlltll th ltett) Cto C1'-:16ilte crliil hlaainncs titl.ict l,, and t ast. 

i Icci'tusAccoutliunut 

",liakin, fictiliot cttics. 
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- In:;eirlhlg sheets.tictIitiotIs Ietleci 

Overcistinl or tlIttCI.iieOilon imnuliIders or cash books.l 


coliltsillg llostii s between accounts.
 

conl'usinc journal transfers or raising, lalse
entries. 

Corruption : 

Pllllin consents (pIrovide accolmmlnodation)
 

Supplies contracts
 

Capital contracts. 

IRREGULARITIES 

Types 

I. Thelt 
2. NIisapprofpiat ions 

3. Falsilication of accounts. 

4. Corupt practices 

Definitions 

-Thfl- 'Taking with intent itpermanently deprive'
 
- Robbery, burirglry
 
- Renoval articles Irom places open to the public
ll' 

- Dishonest absirnction o uitlilies. 

Misappropriation : 

- Obtaining pi operly by decCption 

- Obtaining pIcculninary adlantate by deception 
- SiprCssion of dO!uiL1ient'S (income recorling) 

lalsiication of accou nts -

Destruction, deftuceient, concealment or luilsilication ol an accounting document. 
Use ol"anlICCOLnting docuIment olinlbrnlation knowinlg it to be t'alseor Inisleadin. 

Corruption 

Oblaining property hy indhocuments. 

PrnSTAVAILAN-E COC'p 
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AN OVERVIEW OF IMPORTANT IN ACCOUNTING AND FINANCIAL MANAGEMENT IN GOVERNMENT INSTITUTIONS
 

- Accounting entity.
 
- Delegation of Authority - Accounting Officer / Chief Accounting Officer.
 
- Accounting period.
 
-
 Authority for raising of revenue and incurring of expenditure. 
- Maintenance of Accounting Records. 
- Revenue and Expenditure classification. 
- Resource Control. - Cash - Circulatory Liquidity in hand 

- Bank 
- Petty Cash 

- Mateials 
- Stationery 
- Invintories and 
- Boards of Survey 

- Wages and other remuneration 
- Leaves 
- Increments 
- Output 

- Vehicles 
- Buildings 
- Furniture 
- Equipment 
- Machinery 

- Control processes involving planning, programming. estimating, monitoring and accounting for appropriations - Excesses and Saving,. 
- Procurment procedures and tenders. 
- Wasteful (Expenditure and Other) practices - Fuel 

- Water 
- Power 
- Stationery 
- Furniture 
- Labour 



PRINCIPLES OF INTERNAL AUIDITING AND
 
INTERNAl. AUDIT OI(GANISATION
 

DEFINITION 

Internal Auditing is an independent appr;isa; activity establhed ,rithin an waniizatio'n is a seivice to the orgainization. It is a cont rlo 
Which lunctions by examining aid evalutig the adequiac and effclle crics,; ut other controls. 

Internal Auditing is a systematic . il jclive appiraisal by internal atIditors o1 the diveise operatiiis aind controls within an orauiization to 
determine whether: 

i. fijiancial and oilileill ifiliiriitaliun i accurate and reliable. 

ii. risks to the enterprise are idCntiflied aid nintiized. 

ii". External regulations and acccitale interrial policies and procedtres ale 'llowed, 

iv. satisfactory standards ate it I, 
v. resources are used elficientfv aind economically, 

vi. the organizations jlici'es iti elfectivel' achleved. 

all for the purpose ol as,;isitigiimcim ersoi (lie l i/i,llintill (lie c of their responsibilities.elletiee dischar 

"Sys nIIIlc, Objective applraisl" implies ;itheouch klno\ Icdc of" internal atlitillg. ilhdClVIIll ti Milthd illdIC 1111111 IClJVI'lCs 
sl ficiettt organizational staltls to clisturc ojcclivily it pcrlinrinilice. It calls l'or an indepenlent slale oI" Itind that is lot swaed by 
external Firces or comproiiisd \l1w lrticlatlion in lie devclmient or ittlh incilaltliotil otpraliunial liroetlures which lie inlernal 
audihor may be called upon 0taudil. 

"Diverse Operatitns"'' rejects ainy limtiiaiotis oin the internal auditors profess.,ittial acli,.ilies. It contemplates reie.,, or all operation, both 
financial and nonfiancial, as well as unlimited access to pCple. plriucts, facilitics and records. 

"Accurate and rcliable infortlaioti" iiplies review of the fiiiaiIciil tid leCtatiig ilfolrIilili il \, hich tinael'crs ­iake their decisiis 
review for accuracy, conpletenes, reliability, timieliness and useltllic.ss. 

"Risks are idetitifICd and iiiniiiizd,." rCtcls tii potetial losses to ie olrlllizaliotl, though iliadCtltLC or iicllcclivC coliols, are le eIoil2: 
they run [lie Vamut frot failuie to sepaliate sipiificatit dulics or to saletard s ocks of blank cheque bticiks it I'filirc to estahhdi a 
corporate cotiict-lf-iitteresi policy. Ilcitt ial Auditlos titlist Illaitilailn surveillance o\cr all such hlzllds untitil lie risks idetiilcd illt lt 
findin-s are mininizcd. 

'Extenial regnltiOns ;Ind aicceptable policies tid pirocedurCs ie IlOliwed' l refrs t0 all audit detcriimilin thatl applicable lai s and 
re.uhltiiOns trc l)cili obeyed. lhi'ytld that, Interlial Auditotrs should determine that eitcrlplise plticies, prtcctlies and rules ie adetlulate 
and serve a useful pirpose. 

An lrganization anticipates cimpliance with its directi s. Auditors seek to assess that coipliltice is well is tie appropriateness of the 
directives.
 

"Satisfactory standards are tiet" ittiplies a determintiion that performance meets appropriate operating standards and criteria. Bleyond
 
that, the auditor should determine that lie standards arc acre'ptahle. Also. if alpriopriate standards have nt been established, the internal
 
auditor should see that they arc devcltled.
 

"Resources are used efficiently alld ectnoumically" iticlus that the autuulir should obtain aussurances that iinaiuement's stewardship of ihe
 
resources entrusted tit it - people, ft1ils, iaterials andtfacilities - is carried ut in ile best way at tire least cost. This incildes physically
 
safeguarding assets as well its devising uteans to evaluate their use.
 

"Organization's oijectives have been effectively achieved", refers to a deterinatiion that the established aims, goals. ld objectives Of the
 
org~anizatim and its various parts tire in the best ilt 1Ihe org llization and are being met. Ths is the third ol die three Es of
l'csi tioderH 
intemnal auditiig efficiency, ecotollily and cfTeclivetess. It Ilieaits that ie entity is accomtiplishing what it has hecel established io do, that 
the results correspond wilh ttle pilans. This is intrinsically 'tile ftor Money tiudiling in tie public sector. 

There is a fourlh F that is added - equity - social responsibilily. 

This night be called the concept of iodern Internal Auditing. 

Actut (=Efl(=ciency) Actlt
ill put out pill 

(l1-conomy) (Efciccs 

(Planned Phnied 
in put) (=Equily) outlput 
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IIIS'I')RY AND DEVELOPMIEN'' 
The rot, tit inditing reach deep into arrtihlrity. All 1"tile auditinl practicedi todilay has a comminton ancestry hlt its enterprises became
larger anld rnue cornplex. and as tlie need for different t*ornrs ofI aud it was pence ivel, di f erent branches grow Irmo tie s.ni I I Urnk. 

:' was Lyiernal - financial auditing. Another was Internal Auditinge with its Own off-shtoots.
 

primarily concerned with 
 IccOunting and financial controls and transactions 
concerned with controls alld operations throughout tile enterprise, referred tolas operational auditing, perfrrtlance auditing. 
prograin auditing, results auditing, comprehensive auditing and raruaement oriented auditing. 

Audits were conducled as far shown tiny marks at the side of' numbers relating to financial transactions. Internal controls, systets lf 
verification and the concept of division oflduties probabi'v originated at that time. 

Early Egyptiarm, PersiaI and Ilebrew records have revealed similar systems. The (Greeks were strong believers in cntrol over fin:mes.
Ancient Rome enmployed tire cCCrLIrtS". tile tern idit hutl tile llatin auditors (hearing). Al expandi g Italian"heaingl" Ifence 

comrerce during tire 13t0 
 century deirMnrded tre sOphisticated recrird-keeping giving birth to tile double entry systemrr rbioork keeping.o

This systern helped rmrerclhants to cnntrol transactiors. with crustolirers anud
suppliers and to check on tife vorrk of eimpliiyees. 
Auditing ars we knoiw it, began turirg tile Indulstrial Revolutin in Englanl. Cnrpanies hired accountanrts to check tle records. Mire than 
a nere "hearing" audit verification became nmatter of -crutinizing writlen records and comlrparirrg entries if) tile books of' account with 

edocurentary evidence. 

It might be said that Internal Auditing cormenced with tile firsl sef-emnployed owner of a small shop recruitin! an assistant. It that
instance, tie owner would halve, iii addition to deal irig wilh CuSloincrs hilnself, had and eye un Ihis employee tr wee )how lie was dealin 
with customner, coinicting sales ani so on. 

ORG ANISA'rION 
Tire Organisatiural structure ot an Internal Audit Department will be conrditiorned by tire lirllowing fiactors: 

(I) '[ire permanent terms r relrcrence granted to rie department by higher managetrert. These will include tire level at which 
tile chief interral auditor is to report al tire freedrinl graned for inrvesti-at irr. 

(2) '[ire natUre rif tire organisatirr which Ire internal audit depaitllent is to serve, e.g. tire degrue tf decentralisatior, whether
its divisions ale geO'rrphical Or IrnLre f i rt)l, illd ile arrount rif itilrry grarted to these divisions. 

(3) Tire size of' tie O.rgalnisatiorn as measured b),ysuch criteria as tire nunrber of employees, tile value l tire annual turnover,
whether tire revenues are collected in s.riall iuntnl at Miniriers poits and tie design olr tire accounting procedures (i
particular tlre degree of saridardisatiori 

(4) The comnrplexity olrtire industry (or trade irrwhich tire rrganisatirr is engaged. 

(5) Tire efficacy rif tire systems of interral check. This will determine tIle extent orf tie auditing work. 
(6) Tile support received frorm Ihe external auditirs which will largely depend ir tile long run oni tire confidence that tire 

departierIt elrgerrdels. 

SOURCES: 

Sawyer's Internal Auditing:
 

Tire iractice rf rinodern Interna Auditing
 

Chambers, Selinl, Vinien: Iterinal Auditing
 

Bigg aid Davies : hterral Auditing
 
Internal Audit Selninirar Papers Coltmllr Chapter Institute ol Irternal Auditoirs Ite. New York.
 

TI, INSTITUTE OF INTFERNAL AUDITORS 

CODE OF ETHICS 
PURPOSE: A dislilgUishilg rli f it profession i acceptance by its members of respornsibility to tie interests of those it serve-,.
Members of the Institute of internal Auditors (Members) ind Certified internal Aurlitors (CIAS) nrst tritairin higi standards ol'eondL]Ctin order toi elfectively disclarge this resporrsiilility. The Irstitute ufhinternal Auditors (institute) adopts this Code of lilthics or mernbers 
and CIAS. 

APPLICABILITY :This of Ithics is applicable tr all Members t all mretbers and CIAs. Memibership i tile Irstitute arnd acceplanrce of
tile Certified internal Auditor designatir are vlunitary actions fly acceptance. Meirbers and CIAs assume an ohligalion flself--discipline
aiove and beyond tire requirements nt laws alr repulatiolrs. 

Tile standards of conduct set fnrrth ir this Corrnle of thics provide basie principles it the practice of' internal anrliting Memtbers and CAIs
should realize that their irdiidiual .irIgrreIut is ,Neuired in tie applicatir of these Princilples. 
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shinternal Auditor]designation witd discretion and in adignified anner. Fully aware 0olvhat he degnntionalsobnUIe m'~ etwt itatutory requirements. , : : !>:! {
~d~tsThe d 'igr'onatiih'nll also be dsciI in~i iiain erconsistent with all stauoyrqieet 

CMmbewh arldged by the Board o h rthe Institute to bin violition the standards of conduct of the Code oflithicshall 

A beSubject to forfeiture attheir membership in eInstitute. CIAs who are similarly judged also shall be subject to forfeiture of th 
~ertifi e u designation 	 Vn ito~l~r 

STANDARDSOF CONDUCT
 

:i-+ Memtubers and l ehl ihgenc
ercise honesty, objectivity, and d m the performnce ofther duties and responsibilities. 
rL. d ClAs shjall loyalty~ anhbi performce rineerteof thei 

iiibit 	 yalty inal the,affainrsof teir organlzation or t wimvetters pertaining to,
ay~n~IV~be~enderingrI a~ Members and ClAs shall not knowinglye......en !eringa service. owever 	 prltytoi-, ra antillegI orriinprper nctivty 

'Members and CIAs shall not knowingly engage inacts or activities which are d dtIble to theprofession of'intern, ­
i. 


iv., 	 Meiibe: and ClAs shall.retrain fron entering into anyactivity which may be in conflict with the interest of if 
'oganjztion or which would prejudice their ability to carry out objectively their duties and responsibilities.,I 

yMembers and ClIAs shall undertake only those services which they can reasonably expect to complete with professional 
-~ ~ competence; 

vi 	 Members and ClAs shall undertake only those services which they can reasonably expect to co.pete wit profes.ional 
competence.cnn r n e, 

vii 	 'Members and ClAs shall'adopt suitable means to comply with the Standards, for the professiona'l Practice of Internal 

viii 	 Members and CAsshall be p.rudent in the use of information acquired in the course of their duties. They shall not use 
confidential information for any personal gain nor in any manner which would be contrary to law or detrimental to the 
welfare of their org~nization... .. , 

i -	 Members and ClAs when reporting on the results of their work. shall reveal all material fcts known to them which, if notix. -.
revealed. could either distort reports of operations under review or conceal unlawful practices. 

x. 	 Members and CIAs shall continually strive for improvement their proficiency, and in the effectiveness and quality of their
service.. 	 : .. , + 

,xi. 1 ,Members.and C[As-in the practice of their profession, shall be ever'mindful of their obligation to maintain'the higih 
standards of competence, morality and dignity promulgated by the Institute. Members shall abide by the Bylaws and 
uphold the objectives of the Institute. 

STATEMENT OF RESPONSIBILITIES 

.-4> . :.. 'OF - INTERNAL AUDITING 	 . 

The purpose of this statement isto provide insummary form ageneral understanding of the role and responsibilities of internal auditing. 
For more specific guidance, readers should refer to the Standards for the Professional Practice of Internal Auditing. 

* *- ,-	 NATURE ~ 
Internal auditing is an independent appraisal activity established withn an organization s a service to the organization. It is a control 
which functions by examining and evaluating the adequacy and effectiveness of other controls. ' 2 " 3r 

-- ' OBJECTIVE ANDS COPE 

auditing is to assist members of the organization in the effective discharge of their responsibilities. To this end, + 

internal auditig furnises them with analysis, appraisals, recommendations, counsel, and information concerning the activities reviewed., 
Th audit objective includes promoting effective control at reasonablecost.,-. . 

The scope of internal auditing encompasses the examination and evaluation of the adequacy and effectiveness of the organization's 

The objective of internal 

system of internal control and the quality of performance ncarryhg out asigned responsbites The scope of nternal auditing m 
>
 

+; ;* repos b.i 	 if+ de.:g 	 .,;:' rr: ou assgne Ii ties. The scp of inter .auitn nc
Reviewing the reliability and integrity of financial and operating information and the means used to identify, m , 

clssify,and report such information. ', , . -- , 

Reviewing' the systems established to ensur6complinice with those pohicies, plans, procedures, laws, and regulations 
which could have a significant impacton operations and repdrts, and deterininng whether the organizaion isin compliance, 

+.- ~ Reviewing the'means of safeguardingassets and, asappropriate, verifying tlhe cxistenceof such assets -

A'~' ~' * Appraising the economy and efficiency with which resources are employed. 

, Reviewing operations or programs to ascertain whether results are consistent with established objcctives and goals and 
4 whether the operations or programs are being carred out as planned. -


'* 44-v+' +: .. .. ... .. .. . .. . . .. BEST AVAILABLE COPY ; ' "+ > 
"': !
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IRIESIONSIIITY ANI) AUTIHORITY 

il le blicn, il
Internal auditing fjnctions under tihepolicics established by tlanaenlCMi 11i1d The purpocse, autlhority and lespcisibilily the 
internal auditing department should be defitted i a hirMill wr\ilCn LIOCIcttII(Clhirtet)appir0C(ied by cILagelteill. iaid acceled by ile 
hoard. The c]c,rter should make clear the pUirps's ot* [le inteirnal aditiig departltllcl,specify the unrestricted scope of itswork. and
 
declare that auditors are to have tn allhorityN or responsihility for file iies they audit.
acti 

The responsibility of auditing is to serve the cirganiziuiii in tmanner thalt is consistet %%ith the Standards ltrfilel'ilcssional Piractice of
 
Internal Auditing and With pirofessoimal standards lcontduct such 
as the Code ofI'liCs of the Institute of Internal Auditors, Inc. Tlhis 
responsibility includes ciidiiatitig internal audit activcitieswith otliers so as tobest achieve the audit objectiv's and the obJeclives oflthe 
organization. 

INDEPENIENCE 

Internal audilors,should be independent of the activities they audit. Internal audlitOrs ie independent when they cii carry out their work
 
freely and objctively. IidHep 
 Lennce permits interinal auditors to reider the impartial and unbiased judgittents esseintial to the proper

CotlIuct Of* ildi!S It is achieved tiulih organizatinal status aiid objectivity.
 

Organizatioital status shuld be suffiient toassure a broad ratige of audit coverage, and adcquaLe citsideralioti of"ad eff'ective action on
 
audit fdidigs and recommendatiins.
 

Ohjectivity requires that internal auditolrs have ali iindependent imenial allitude, and an honest beliel intheir work product. Drafting

procedures, designing, nstallitig, and oetatiaig systemns are otitaudit funclions. Perffriiing such activities is presumed it impair audit
 
objectivilv.
 

"' .lat e'ni'lo?Responsibilitic'so hllimd Audiilnx wns ori,'itll*vissuedbcvIc heIsiticze of
 
hlicrneld Aiidilov.s
in /u)4. i/ic, iici'ril.il14i.PiStatec1. c'revisedil . 1, emibhodi'S lii (i0iC)ITNS
 
previotIc icld .ssuch cwIn.s .s tl'cdeemed igcbh'b ci
/v cstab ishidu a i Il, of lhe
 

'I Swic!!ittcthe /1/i fis.volt.
us 

Coitrols should 1c scenias a positive Ineats cf helping itianagers achieve objectives aId goals. They can also activate individuals 
"1'cetheir pecrlrmcce - not just get by with %%hat ihey are idoing. Cictrols also can help ti remove telnptation, by adequate control,
 

111C ppcrtunity tiocmbezle can le remocves oir iiminished. Anietplccyee's need tic steal must be sime desperate, indeed, hel'ore
lie or site%%,illseek ti break a thtrci-hliv controlled systemti. IBiutwhen funds are lefiwide open, an C1ipluyce call readily rationalize that lie or she
 
has bccn invited tc"partake "Ifthe feast".
 

(ool controls not trulyprotect the enterprise, they protect the employee as iccll. Matagemcent is morally obligated to see that 
teliplatiu is nti placed ill the way. Most emllcc cs will respect a evll-cutrolled oiperation, 

characteristics or a good control system: 
timeliness : controls shuhl detect pioteintialor actual deviatits early etnough to litiit costly exposures. 

cconcltnV: controls slild pass the "cot-bcnefil" rule; that is, lie cost cl a particular control shotlld be less thatf the benelits 
it provides. 
accountahility :controls should help lcople decmonstrate tlhcir accountahility (responsibility) for tasks assigned. 

placement : controls should be placed %%herethey are Must effective.
 
flexibility: controls that can acctmoiate changes inplans ;iti! procedilres without themselves requiring change 
are 
preferable Itccontrols that catinot a.ccotimoiidate such chaiIcc 
cause idlentiliticit :prclupt corrective action is fccilitated il'cinircils iceltify lt[ only the problem but also the cause. 
apprupriateness : cccntrccls should Meet ltna.aeCHeCt's the objectives of 
plans and they shuld fit iilcto the personnel anld organizat,,oal sticure of operations. 

1,Ls".Tlh.shculd help achieve tanagenenl's 

prohlcms :controls can tiring priblms if the controls ac an l relundant. 

Controls can bec Iie oibsolete, so they tIlist be mcitored Icor ccitinue, Ilevaicce. 

People getierally resist cotroils. This is particularly true iflhey hadici part inlie deveopment ofl'the controls or do not understand 
the objective tobe nciet. isOcce way toaddress thisi 

I) Preventive cointrocls ace installed toprcieil undesirable ouctcotne Ic''re they happetn. 
2) )etective Controls are designed to idletify the undesirable outcome.s shein they do h.iappen. 
3) Corrective conrols are desigted ti ittake sure thalcorrective a :ion is taken toreverse tlie undesirable out cotnes or to see 

that they doc ticitrecr. 

Preventive contils aie iccre c st-elffeclive thant detective cotncrols. whell builtintio asystemti, prevntive controls forestall errors 
ind thereby avoid the cost of correctioc. Preventive cictiols would include for example: truistworthy, conpetent people: segregation cf' 
folies toi prevent intetticincll wrongdoing; prcper authorizaticn tp event improcper use cf'governnmet resources; adequate documicentatiit 
itd records as well as proper record-keeping procedures tic deter ttipmper transactions; and physical contruls over assets toprevent their 
inprccper converslion or use. 
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Detect i ve co, s ;iilsL NuIII I icitr expelnsive tliiitl pleeIlIi\ colill ls, bill Ih\' lt i (lt e'.-Sii;I. [itlS thie IleCISLII the 
el'ectiveness ol the Ipreentie' cl"tis. Secoind, solli leriors

, CIl n ie CllfCti'e,"y controlled thioihiigl jrCevntiiol; they illisthiell a sys.'ill 
be detected s,\ien occur. l)etecti econtrols include rvies, .s iid cIlprsii. such as IndpliLideiit clecks Oi1reoLIs Ohperllitance MRnd 
perfornance They also includ, S Ihcontrol deices as h;nk recoinciliation's, Colliii;tjon ol blnk balances. cash coulits, reconciliation's 
Of ;ICCOL)IIIS I-ceivalIe deta;IilS It accounts receivable coitrol accouiiis. pIhysica counts ohlin,_litories and anialyses of vaiances., 
confirmation with stliers ohl accolllts payable, and systems oI rview like inri1ial anditilil. 

Ct)rreclive ciilrols tke05cr hen ilipopelr olteoluesoccul l d1 tcted. All the dttecti\'eCools ii the svolhd ellvalrUeless' ant.ar 
il the identilied deicncy i.,iinaini unollectid oir can be permitted t rcurl.r So itlnaeillent oust desciop 's'i that keep the spotlight 
otinII undesirable cOilditiI unil it 5 crted anti. where, apppriiateus sett1ip prIoctlres Io prLevCnt tctilC'. I)ocLuinutttiOn and 
reporting Systems keel) plrliheill he), have hicen solvthl orlhe Corrleutiv\,e ContlirollstiLndcr itttiaietCit Sillrvillance until ]elect corctiritC 
thus close the loop that starts with plrittitol and passes tholough tlltectiin It clrectlitlii. 

Auditors should understand that tilo )tiC o clnltriol will elinituai the possibiliiy of irlriililes hi terial cointrol i; essentially 
people. A systetit i internal coitrol is Inile 111pii' peopie auth pirOced Ltes. People are expected to act and fulhlow procedtires ii t itorlmal 
fIashion. But people are suibject to pressures. They may, uil occasi ott, not act as initeided. Then the syste t ireaks dtiwn. 

P f-ST AVAILABLE COPY 
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NATIONAL BUDGETING IN SiI LANKA 

2. 	 DEFINITION OF IUI)GEDTAIRY UNITS 
2.! 	 Ministry All the flunctions ol serrincit (cxcCpting a l'ew f'Unctions ille to special reasons) are assivned to Miiisltrs ilCabinet 

and Administrative Units called Ministries (some-lilntnes reterred to is line Ministries)th executive head 1tie Mi and iislryhe is appointcd 	
arc hrilrred under it Secretary. SecIci;r, isas tile Chief Accounhting Ofice r of fhe Ministry urel his purview. lie is 

responsible tir the super-vision of [he departmental financial transaictions suibject to directions of the Trcasuiry. Thercl reCfe Main 
budgetary unit il ail)Prlprialion is the Ministry. hi additiur to tire Admirristration arnl ManagCileli lUrrclictrns of lie Nlinirv,
certain Ministries aire pcrforiiiing operatiing lunCtionS Irir. Tire I)eparirernrs and tie public institutions relatrli to tie finctiorns il
the Minislry are roiiped inder lie Mini;irv. For burd2ctar,, pUrpoSCs Cir Minristry is i SSirrd itOrorp of twenl numlbhels strlltilli 
firi 2(1i i order tir ideniify tih I eads of Ispeirditlre Urnder thatl Nlirisrry. Ilever, Ire liisl ternlv rUnrieS (i. c. 200-2 I)) are 
reserved for tIheDepartients rrot gurl)ed under Ministries. 

2.2 	 Departmineit - Departrrrirs ire siltlrOry srub-sec.irl o1'a Ninistry prelerrin specific filclionirs arnd lrc assigrred nlirbrs r,r dehinte 
Iletds of Expenditure lhead is tie prihrcipal Accounti Uni iof budelar :lppropialion. IExcept where rlli-e arrari riirtls are 
iade by the Treasury the Hlead oleach 1) 'parlrrernrt is apll)irid Ile AccOUlinr O lficer directly rWslnrrsible to !11.: crllary Io (ie 
Ministry (Chief Ac'ounirrg Offitr) for all fIinanial transactions of iris I)epartrrment. [or iuidgetary t-poses eai Nlirristry office
icluding lire llfices olf tie Srrblect Specific Ministers anrrd State Minisrcis are tIr ied as orre )epartrrrern. ''lie lirs rrurrbner endirr,,
with i zero ir the gr up Zssirirred trrilte MiniistrN is givelr n Ire liiristry office and tire su(luer ntrirbers in Ire gloup cccp inr' 
tile Oire endirrg with a zero irareassirrCd I I)cparrirUrs Urrder tire Nlilislr),. 

2.3 	 Prorralirres - 2.3.1. A Ilead of liXiritrlile is brrrkern ino ro lallrrrrrcs. A Pil-rlillrre represerns a major funiction of a
Depariirent arrd Crrrr)rprises nif activities whi,.h ale Conducted tOwards tire aClhiCvrrUnrlrlf inai*ior objectiv'es oit lhc parilrcrnt, A
Pronrranine of Expenditures serves ais a unrit f'classificaion if svork perfllln d br i Dpl)artiert Which iproducs irr) endNproduclr 
or service, as well ar i burdgtairy unit of Appropriaion. Classilication of a IHead ino Irrrrllrlrrcs Ilacilitatcs listin ol flrrcliur s
perfiorined Under thar Ilead. Functions are lied ip With Costs aid thrcefore Prolrori c iassilicaion airrrs il .i frrnctiorral brcatkdriwn 
enabling tlrei-pnitllre rifexpenditure earriarled for luillilling tih flrctillr. iilt those ill Inind 1)rr0,rarrrrrre structuire of] hIeas 
of Lxpcrrdilure shruld arerully be reviewed. 

2.3.2 	 PrOliiriie siuhl be rulibered cnrsecrutively 1,2.3.4.5 etc. Pirl2rliirrire I itreserved for "General AdlirniIstratiirn" irciUdinr-
Planniii, Organisation, Strffine, Training of stiul, (eneral SUrpeVisirll tid Finarncial Mnaiii ent. 'l e intention il' this
standardizatiin is io diftfereniale betwecn tIheexpeises on Ir l Mlaargemernt of tireestablisrhnren Iarrdlieexpenses oil tie serv ices 
rendered by tlre DelartrLnrt. Anotiher rrbjective is grrdUirly 10 facilitale furicitrinal classilicttion lf expeises. I)eprrrirenl 
services may corimre uinler ore or irore itIre following rrrups:
 

(ar) Generarl Public Services
 

(b) 	 Social Developmeir nt and Welfare 

(c) 	 Economrtiric
Sersices 

(d) 	 Public Debt 

(e) 	 Unallowable and other services 

This grouhpirg too shoii be taken intu cirosideratiohn when loriulating Progrrirres of expenditure. 
2.4 	 Projects - 2.1. I Priject is a sub-division lf ZaProrgramrlriecovering homrrogeneous group of 'activities and describes tie work tobe 

done Lnder thatunit.Tire purpose of a Prolect is tifeperl'oriarce of tie actiivilies r Iifeululbiiieit of tiheObjectives of'tire 
Prigrrrnre. In other words Projects are tilework plin of tiheProgramrnie. Itis being ised r cirnllig, roniting .irld work 
Iniezsurernent purposes. rather than forIarliamentary Appropriations. 

2.4.2 	 There isno clear-cut general delhition of the terniProrject.]in respect oifrecurrent expenditure a Project is aritactivity or 
group of' aclivitiCs perl luil in nilture tind tile cnd-product is ilot tangible or qluatifiable. Oil the other hand a Capital
Project isainactivity or Ziseries lf activilics tine-bouild creates i1new assel irl add to ilet value of arnexisting tangible aisset 
and tile output is quaritfiable. If we look f'rm tie pIrlanning atingle nornally it Recurrent Project is tin"Activity" sanctioned 
by govCrirnmenit ;arda Capital project'" is airned ill develhping tire resources mfrassets. 

2.4.3 Recurrent Projects sholuld be ruilibercd ciosecuitively comenrrrcing with irUnmerl / aind rutllnierals I ti 100 are reserved for 

The Capital projects have three digit niumnirbers eacih comrmencing with tllunrIrtil 01. The first three apittal Projects itre 
standardised for:-

I01 - Rehabilitation and Inproveient ofCapilal Assets 

102 - Acquisition oi Eulquipritent 

103 - Cuinstruiction il'Bi ildiiws 

When any ofI these activitics are noit carried out in af certaini Progruite Capital Projects should be inibered from 10-1 
unwirds. 
Larger Projects should be broken into ileis and shown as itenrs under the project. 1.;t ST AVAWIAf-1-- COP'I 
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2.4.4 	 Various studies have shown that hostToIf tlthe .currentplojects have not been properly planned or !,trecasthng and feasibility 
studies like co+st-benefit analysis have not heCn uMdertakta befote budgetitg, resulting over-estintatiOn or undercstitiatton. 
Therefore, the Ministries and l)epartments are Luested to pie-plait the aclivities to be undertaken during the budget year 
in accordance with policy IraItIe-wor k ol( iovcrnlett and title sanctions be obtained Irotm the r, levant atuthtities to chlane 
or vary the scope of activities. New activities to be undertaken sholld ave been appit,ed hy governtttent and il necessary 
legal sancti-it has been obtained before estititate proposals ae forwarded. NC:e e,.i1atttO ot incemental basis shouldtitcr 
be (lone away with. 

2.4.5 	 Capital projects are of variotts types. Need f'or acquisiio of asset soctIld he well explained and necessary approvals be(it 
obtained. Iti respect of developlmetntal tr cttstruction aclt', ities Prtjects shotuld e prepared as prescrihed by the National 
Platning l)epartnett. lirnl total Cost 'stitMaCS sloutld bIe dhat , i Lp, atid duly apprO ed by the aulthoihies. Revisions too) 
should similarly he apprtved before provisiots are stught. 

Any Works or Procurententt Costintg Rs. 5 NI. Or it1tre which is tt be fintancel thtouglt, block provisiot in a Project should 
be separately itetied ttdlllshould hare a Total Cost lstithtate apprtved itt terits of ]inancial Regulatiots. 

All developmental or ttOtstrIction priects should e litrntulatd in accordance with the prttcedttre laid down hy the 
National platting Departtie. No ttajtr proiects will lie accepted for financing by the Treasury unless such prtcedure has 
been gone through antd itcluded ill tle Medtum Ter lttvcsttttent Progratme (Pulilic Ivestttent Fiogramte) 

If after a proiect has been accepted tir fImncing, tile executing agency observes the necessity to radically alter the scope of 
tile project or anticipates a IniajOr increase ill tile total Cost estittt;ttes Ile eXecuttiig agency should undertake re-appraisal of 
the project and submit it to the apptutpriate lItMicittg aLithority for approval, and after such approval otnly the v'ariations in 
budgetary aplrtpriatits le utdertaken. 

It is essential tlat fulil and pler itivcstigatihts be utidertakett to etnsurcthat variatitts in Cost due ti0 varyitg site conditions 
are minital so that they coutld be ibsol bed it ile Cotitteicies itetn it the estihate. TO etisItre that responsibility ctuld le 
fixed in regatd iii these ittvestigailis the itttplettenting agency sliIld issue atcertificate to the effect that the cost estimates 
have been based ott kill and poper ivesligatiots. 

2.5 	 Objects of 1Ix1 Iettditure - 2.5. 1 The itputts for eacIt Plo'jcCt is gi'nvei in tertis of aggregates of cost colponeltts each of thetm 
identified as att Object tif IExpenditure. Since these tf)bjects lend to recur in every pioject, their classification has been standerdised. 
Objects of expenditure indicate tle ecotoitic classificatin o f the ptvernment expetnditure utnder each project and are basic 
accotunting utrits. Accounting records are to lie maintained unider object codes. 

2.5.2 	 Standardised Objects tif 'pettdintiure regarding, Recurrent xpenditure are classed into the following categories and tre 
coIed and described an fIollows: 

Category 	 Code No Object Legend 

Personal Emoluments 1101 Salaries and Wages 

1102 Overtiue and Iloliday Pay 
1103 Cost tif I.iving Allowance 

1104 Unifttrn Allowvanice 

1105 Holiday Warrants 

1109 Other Allowantces 

2. 	 Travelling Expenses 1201 Travelling Expenses - Local 

1202 Travelling Expenses - Foreign 

1209 Other Travelling Expenses 

3. 	 Supplies 1301 Stationery and Office Requisites 

1302 Fuel atd Lubricants 

1303 Uniforms 
1304 Mechanical & Electrical Goods 

1305 Medical Supplies 

1306 Diets 

1309 Other Supplies 

4. 	 Contractual Services 1401 Minor Repairs & Maintenance Light Vehicles, Machinery 
and Equipment 

1402 Minor Repairs & Maintenance Buildings & Structures 

1403 Transport 

1404 Communication 

1405 Utilities 

1406 Rentals and Hire charges 

1407 Rates and Taxes 

1409 Other Contractual Services 
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2.5.3 

5. Current Transfers 1501 Transfers to. I losehlds (Welfare Payments) 
1502 Pensions, Retirement Benefits and Gratuities 
1503 Transfrs to Non Profit Oriented 'ublic Instilutions 
1504 Transfers to Public IEnterprises 
1505 Transfers t) other ILevels of (w'rnmcnt 
1506 SubsCt-iptiins, C(0ntribUtions and Membership Fees - Local 
1507 Subscriptions, Contributions and Membership Fees - Foreign 
1508 Consumer Subsidies 
1509 Other Current Transfers and Subsides 

6. Current Grants 1601 Recurrent Grants to Nonl-Putblic Institutions and Private 
Individuals. 

1609 Other Recurrent Grants 
7. Other Recurrent Expenses 1701 Interest Payments - I)omestic 

1702 Interest IPayinets - Foreign 
1703 Awards atd Indeniiities 
1704 Losses and Write-offs 
1709 Other Recurrent Expenses 

Details to be given
 

Objects of capital expenditure are also standardised, classes into following categories aid are coded and described as fl lows.
 
Category Code No. Obhject Legend
 

Equipment Oullay, I :iiid, land 
 2101 Furniture, Office and Household FEquipment
Improvements & 2102 Plant and Machincry
Structures Outlay 2103 hIplemenits, Tools. Instrumetnts and Apparatus 

2104 Vehicles 
2105 Purchase of lands and Buildings 
2106 land litprisciients and Structures Outlay 
2107 Cummunication 
2109 Others 

2. Capital Transfers and Subsided 2201 Transfers to 'ublic Enterprises 
2202 Transfers to Non Profit Oriented Public Institutions 
2203 Transfers to Other Levels of Governiment 
2204 Transfers to Financial Institut ions and Organisations Abroad 
2205 Development and Production Subsidies 
2209 Other Capital Transfers and subsidies 

3. Capital Grants 2301 Capital Grants to Noti-Public Institutions and Individuals for 
Development Expenditure 

2309 Other Capital Grants i. e. Intangible Assets 
4. Financial Assets 2401 Equity cont-ibutions 

2402 Loans Outlay 
2509 Other Finrincial Assets 

5. Repayments 2501 loan Repayment - Domestic 

2502 loan Repayment - Foreign 
2503 Other Repayment 

6. Maintenance of Capital 2601 Rehabilitation, Improvement and Major Capital Assets 
Repairs to Building 

2602 Rehabilitation, Improvement and major Repairs to Plant and 
Machinery 

2603 Rehabilitation, Inprovement and major Repairs to Structures 
2604 Rehabilitation, Improvement and major Repairs to Heavy 

Vehicles 
2609 Rehabilitation, Improvement and major Repairs to Other 

Capital Assets bj*>--;r AVAILBI- C COPY 



7. Oier Capital Fspcllses 270).) ()ilii ('apitill FI ele 

2.5.4 Coding~ and tiesetiplioti should nol he cltaii'eddit IItllnm'IaI iviuii Slitld SliC[I\ hCc~lSJi id UJIdet1thICtelteViit 

2.6 hitaitciiq! deiails ofo(hjLccl IehWS - I:,iel hee1i is Sulh-diVttlId ilito StaIilttldiSetltiiS of* ltiat~llill, IILItS: 

1. (1) 

I. (D~ Fotreignt Aid - lons 

I () . eimihtiisahle Forteigni A\id - (itatls 

I 1) IkteiIb~\ it)l(ot1ititepa A iil- IIaItS 

1 17) Fmi-n iditCotiipait !:titts - G'rallis 

Special lawi 

Ill all CaSeNSoturce anit relceeite it) law or agreemientt shldt he iitdieaied, The itiretlioti ot this classilicaio is it) idtlify th1C 01'SuLi-Ce 
tttt1ditw, aId 1o I'acilitate accountting~ iiiappiopriatitits. 
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MINISTER 

t~ MINISTER OF STATE 

SECRETARY 
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It I) I) (; I'FT C V C ,E 

Depalrttments ;+rodother (; ,,. cl,.lt 

l.ev.Is nl Insitiioiis. Follltsskltcs 
IPl'o.l'llllilllcs:tilt] [l(i.oje IS. 

Minltsm o(Pl)li, 

dtermincs Plticy 

alllanin. 

First and Second 

Quarter ol" 
the Prev'ious \'eur 

NI1jinstrics: 
lEx',mines l'i.trauiics antd Prt jccts 
nLiSublniitsthili. 

Naiomnil Planniit Deparlmicil 

l)iscasses PIot*:rintiiics & PIojcls in 
Ile sectti-il ('on)lliItcCs anti 

I'ttniiilales I le.- alte Public 
Inivestmint 

Ixierial Resources Deparl 

leil of [he Treasulry 
Neofiatcs Iorciii 

Tiaiitll'y('allsitlrAnntal 

lBudlvct Pliposals 

Third Quarter of' 

the Previous Year 

itIa+Sury Iht11i'C l)iViSioi 
Fturiulales l-stiniilesof l-spcnitlitlurc 
ilnctistilhatioil cithMiistries antd 
I)e mn its 

Treasury Fiscal Policy )ivision 
Itiiitltes Rcvineu Istimates in 
Consultation with Ministries and 
l)epartinii :ilnl Central Bank 

(ahinet c\;tttiitc, and ippitLs ILet PIroptsais 

linaice Minister 'lrc+cllls 
Iutllt proposas inl 
Pl)+lliallitcill 

Ft,t'h Qurter t1l 

the Previous Year 
Parliaint examines Budget 
Prtptsals and Approves Iudget

I 

Finance Minister Authorises 'xpodili c 

reisury diget l)ivisional 
and lnterprises 
I)ivisitii Monitors Ixpendilutrc 

Treasury 

Miiiisiries. I)cDartints. Oilher Levels o Government, 
(;tserinnitei Inslitliotn - -xecure thc Budget 
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Modfied P'rogrammte l ltgetingSystem 

It is ginieally accepted that Nii;iCiiei is,coI ITW I with the iit+ol rS..itnCes ichivetiinl of ile objectives.jtdiCiously lotr ile 
The ob.ctives may he s oit - ICI. ,nii~ iuln.intlitti.-,ie o t Iii l l.+.,- ILR is ;I NNla CiIties ereis.Ill. niltiji 

iLtnll
InOulr" iiratise .55StCtII li+'itlt, ill il l:­

(i) I:.alitilim ie" (oCotiol of Public Finance Iv [lie le'-islalui'e 

(b) PrOivblth t rIt'Mbaeicc0linl i 

(c.) I'ioidit a ill~ti" elelt toolMllater, a 

(l) F:citilittiin alltioh nilof ti,,.'e needs.,thatis lecision mtkinglesotuces Iei.eetn Ctmpetin 

(e) 	 AssistiiC- the tm .till ec nitiiivI't- ILt nnllilance of eltlt i ictisilies. 

I) lacilltl i!'colillil ,+I+I i\ li,,(i t t t CI riil li Jtilof" lhe se It th e t tllOlles. 

with the ;itisc illtsill\ cii, \c tlltiltuced jtiligraillitlle Itdl,eti ,L' \ S ',tLyIiin 1972. Due it) \ i0 s reaIsWIIs iiiit leitttImUttiti inI.l 
Contiitnuanice i the ,ssle ll iilil itl hitilh eto ril0t l ,++,Iiit+Iltralititial ",steul, tl s'.with s ttic ludilliels of 'Io "iralliloi 
bt~td.-'Cti ,"'-. .¢m 

lTheillocat nltO" Io L.iiic ,,\s l, tllcl ino a sclllliiiiwe 1,ed t1i]pIMil dte1 l'i liltii Iplallilig.M alaed Iii lsel l . II \Iis 0il Ijtitsible 
lil .tu lless oifLovetIllteill expediture \is not itaititli.ed eiliaid (i11iHIeilSl1'ed. I leltltliirle could lot. ie ,ystelilticall inalvsed 
intltpidcedl ina \iav acceptable to ilfllt.l;iliitiial Cimtlitylii\. Thereloe it isis, tihe Col'ellstls(tlall ceillteijed tlt i ilovat iollste 

pertinent. 

All allpllt his lteeii Ittatle ii llesitt.e the ,i, e wseakntesses itoa cciti i extent ill the new systemn. step is the revision ofThe first 

IheClassiictiti of -pT\dirIIIe plesellitiatot i tihnlllualito tie 1Budget.lind 	 ill 


ARI,IE'R SYSIEM 

1. 	The expeiiditure is urittiel inti liistries. No change 

2. 	Approprialtin lIeads are identified oii the basis (t' No change, Except the groupiing of'idenification nluribers oil tile 
orianizatitttn Stl-.re l)epartiiieii. basis ol Ministries. 

3. 	 Objectives aid fitnctiolns under cach IHcad is givetn inaI No chtange. However, narratitn has beeIn tade more specili,
 
tilrralive frlit I. simiple and shitrIer.
 

4. 	 Each I lead is broken into lPritgraiIItes, in SOIIteIeaIds Retained+
 
funeliontally andti ottles itn accordate with organiizialitn a';" -
A clear distinction is between tile expendittre ltr institutio 
structure. Ilildilland the exitendite for clrryitniout the futetions assigied 

to the l)eparttent by stlndardisin the Prograitmme I. The 
ClaIssiliclitil is expet.Ced lt be funCliOMl. 

5. 	 Each Programie adeinde - Recurrent and ilto Projects rettined.is up of Projects Classilicatioin of Prorainties has beetn 
Capitil Analysis oioutlput vas not possible atid total Cost Project fotrtulititto hIas been taliititalsed by prviding lor Cost­
ofthe Priratumil e was not m1teasurable. t-ebhiiClueS. Coitenclt of'projectsbenefit ana.lysi sits[ other cotmtm1onit 

are origitiald fotmt the botttot leveland filtered at eliach above 
and cotnntected to the central lIl,twith the approval of the apex 
authority ift Policy making, [he Cabiet. 

Total Cost list imates arc splitted into nctivisiesenabling lte costi ng. 
lleasurenent of performtance., alid olnitoitring of imttpleimietntationt. 

Three capital Pritjects are standardixcd. 

(I. 	 Cost of each pritject isseparated into1cost tuts called Fctitititic cost units were grtuped into btroader categories aIId 
objects. There were twelve sltaldardised objects. Each object ciist units vere idenitified cliser tointernational standards Ihus 
is splitted into smaller cost units called ObjectlDetails. As enabling conuparisions ai d econotmic Atalysis. 
[lte rlassiticatitn was indigenous toSri ILnaka. internatiinal
 
comparist was difficult.
 

7. 	 Object details were splitted intsimaller units called itells This classificatliot is retained. 
to flc ilitaleMlanagemenlt.
 

Platnring of'Expendliture
 

(tgoe iinent shtuld be pre-determined atnd 
fora particulir finnial year aite thle fintncial expression it'the g ernmlitet's Piograittue of activity duriig such Ye:'r. PlitMs [itd 
Programmitties ate ciomtlposed t"projects. The Incorporatiott tf'Capilal Projects intihe Annual estimates of ExltettiitUre will be on thle basis 
ot ilte Public Investmle Illoga titite wherte alltcations will he indieated Under IO Cile OriesIaitiely on goini (Contitniaiott) atd Ne\\ 
PrIjects. 

SIt) All activities 	 setout inPlaIs and Pritgramftles. Tle Mitual estimattes of'expenditure 
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(2) 	 Project INaunitng at tile tNWo Stage Approval IProccdlire 

(i) 	Fortlile piliccls alrt Ca,.sed intoIPuiposs oIl planning and appi 41:I. 

(a) 	 Sectoral Plauns & Progranints 

Sectoral PlnIilme mlnhi \jcar(Nolillhl. 5 \cars) Iplol;ratllllesol"a larticular sctor.Tiley are prepared hy lie title 
Miniitrics or milt l,. assislallntc tile iltlenlt. orI)prlrlD.iilN,. ill c otnslioln itl Natiunal Planning l)cpl Such Pilars 
rlolgeIlIlllls .%ill ilolilliIIN hf lni tlle iell fic.l )fles yily l \xlicliay. in tl li:selac,, helmiis 11f1 1tiol1 ll441ctlS. (In: 

tltlile snhil lmd should Ilhcrel,,l ;'m lrclininaly Ap l alt) thec a(linic t M lhlttlh tleet il'llnillc ; fl" iqI ls 
National ll'illin,+_ ;11ti (O~ll lltk,' q'IlOJM .Dc..lim:ill,+.'n1the Of'DC \,C iCI,SLt.l'llli. 

(h) 	Iarge Projects 
A IL ,C lo!C 1., 011 ll¢t111iial .no1: 0, 000)).t{ c liltlalnillloliL llitoll andt t e COt (11 \\ hiCh il ll 'I R,,.0 and tilh i'u 

lllall ncl '\ tc 500.0lI). Sch "lould plu,,s h lilteIilllM Ot .ld.. 

tile ca", ,I llrQ Jro'CL 'lc 1 I 1 t4(It a I P;ll and Ilat' I c cidIIuI.c lil llill app \oval ,o"
 

I ... l&.,)) 1 oj.t'l, lhr1t1 ]1C'CC11111'.II \'CVCl, ill 
,%\hih1 ,paIll 'ChI Hill] 01lilt) 'r2lMIlc a% 'is 

IIle (abinet dllIn,- I1IlIC li\t' . itlh 1401415 bC ;1 teCC1e1 la\iII!' hl1e l\yappl4r wal.a \cal \%ill is Iccci I'liliIlln 
The INiiona P]lalmlillp Oc)m'll eil'll tile (CC1t1,l Floh llilcillttltlll "hould hnllll dt alld;ll(1 .. l iowe\or-l,+e 

L't)llil11,.'lit". il l~of 1htCJli~,.ClCt0lllll,..1CCS.hePolailled 11,101~CklChlilC(I J ill 1u1tl 

(C) 	 Small Projects 

.jccts lifilcdl 	 1a,({}1))1. CtstSmall rl' arc ;Iprojects with a Cap)ital clol less han lRs. 1, )lltlnd leCtlri'cnl Iss thallIz,. 
5(00.O(M)per allullmll. It is n1t1licrliicld tohilik dtl ltpojet' into Se ilaile ctlllp llelts illolde1r tIo Classily it aN a 
smlall projcct. Slllall plrojcts lc+l nt p; 1IllI, l bth -sla tule [Ile projr is,ol41111stagcs ol ill-, 1 lc I ct rt lt 
allap)pr5c<l secttllIl or lri'4riliiic. l+, l.rl)Iclilmilary ;l1ljl5ovial It:tile C llllittec t41lall It n1lt Ie slbtllitcld 
I)evelllcnt sec itarics in tile Usl1al aIlilmlcr. )ncc such appriV;Il flis hcen .ratclI ili lt).rjecCl Will lie included ill 
tile hlM'CStMCnt P1,IrttnI111uC.
I'uh~liC 


(ii) 	 Proi1jeCt stages, :-Ilillllig Shtuld iMSS illlutleiI1)Ilw 

(a) 	Idelltifitatio 

(h) 	Preliminary Appraisal 

(c) 	 Preliminalry Apprlval (Approval-in-Principle) 

(d) 	 P reparation 

(c) 	Full Appraisal
 

1r) Final Approval (Final Rtnti Aplproval)
 

(g) Inc'lusion ill fle Public In'estlent Proramlt
 
(hi lIncolrploratiton int1te Bulget
 

(i) IIpcementation 

(i) 	 Evaluatioln 

(iii) 	 Two Stage Approval Irocedure 

Two Stage Approval Procedure of Projecls consists of Prelimnary App roval and Final Approval. 

(a) 	 The relevant )epartment or Public Institution shall idertify tileproject a:,d prepare a pre-Fetasibility report with tie 
•a'ssist1ancc
of ile possible Aid Donors and sublit it to the Sponsoring Ministry. 

(b) 	 The Sponsoring Ministry if'accep ed will.ubmilt:e jrojecl in tlhe Preliminary Approval Form to tlhe National 
Planninl Dephlrltlnl and tile ConlInlitlt'! li")evehlppmnt Sccretaries. 

(c) 	 National Planning Deparltment Will do a preliriinary appraisali and report to tlie Committee of Devel)menl 

Secretaries. 

(d) 	 Committee of'Development Secretaries i'lnecessary in consultation with the other Ministries recommends the 
proliect tothe Cabinet for Preliinnary Approval. 

(e) 	 When the Prelilinary Approval is granted by tile Cabillet the Ire-Feasibility relort of the Project is passed 41 tiothe 

Sponsoring MinIirtry and itnecessary to tie Externa! Resui1ctr. Dej)artment. 

(f) 	 Then tile Sponsoring Minimtly along with a)cpartmcnlt / Public IlIStitlitill Shoild (144!easibility study, loritulatc tile 
project with tile assislance ill' tlhe lssille aid dlotlS alndinCtOISLIlalicll Willi the Inler-)isciplinary Colllnllte if' 
ally: anlld it to e o )l']evelpelllSetctric,.s inlltie Final Approval Form11.sunllilil lhe Committl 

(g) 	 Natlillal i'lImin )epalrtmcent will do tile final appraial otl"theproijecl and repolrtto Ile tit' Comlllittee o'illf)velllllellt 
Secretaries. 

(1h) 	 Tle Colmlittee of )cvelopment Secretaies will consiler the Project rrtlps ;tonlll withiile linal Appraisal 
Report and inconsultation wilh uotherrelevant Ministries ind C11c)inllncnd I0 tile Cabinel wl) will 11rC I:illil 

Atiirov2l. 
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The Programming of'lpenidintLre 
2
re'spin il,)lilylie (hit 	 ACCOulill lile Iund s it)b l(i) 	 It is tile of ,.c,.uiitig ()lieeri nld It'e I )lficCr it, elim e that ;I tu1rised I', 

Parliatient illlie Ani al Fhlilialte'. is lellicled Itilie ploiaiizue i t% that le ilChit: t lie NC.r\tolk '11 eh tliltill iiainci;l 

(2) 	 The Irutratil t li- iiitplei1Iiitlliln shuld lniiirmallv liedone when projecls aie f'or lated. Ill ai) ca, it shoul be done belore 
the Finaicial ear tifexpenditure commences. No Finaicial cmmitmizent (11liabilits shoull lieIincled until tlereleval rlllklil 
is issued. 

(3) Feivibility studies regaidin rccuienl eletlitliture Sl lie under taken and esptci.litiine Iol1ec;.iStet Ibe'ltiie lu,,Itilt.rnuet. 
OutpIlt and ibjectiesi, reeu1, ut eeiinlitiireili huld clearly be Ilefined to i.strain undue espitimii of e nldeiiliti'e. Ways intl 
Ieans of eliinatiii waste and .flectile strict eeiiil)lis '.ille inl ellecline strict etiOiiniiCs sholhl be *diOptti. OI)rz;idizatio 
shiuld be stiicutured toensire cliseiitn)itirine and accountibility. Fur this IIIpItIsL each 1nojeet i ijeeli 111;1\'be divided 
into suitable siiiallel units iof Comlptonents. 

(4) 	 When the capital projects are (11l aipIIe:L. the iiiipleitllin ai,ency shouhl iepile the detailed Total cost Estimate indicating 
the sources of filancii and also diasv up a prgramin e of iimplemeiitatii indicatiing the timte span. lach poiect and object class 
tiny be loken into items. wiolks, ltasks, acti\ities or ay other coivelliitlcost units to fIacilitlate itotitiriieg and prtgress cotitol. 
A suitahle techiqiue like the Net\\vlik Analysis may be used for the imiphleiitatiin plrtiraiiiiie. 

(5) 	 A Progress/ Nonitoring counitlee sliull be sI tll) ineach iinIplteniitii2 ;iiicC to einsure that the output is achieved as 
prtgrammnnetd. l:,r lie ctiiinitee should ituotig othel s:­this purpiose, 	 lhi 

(ai 	MNilainai iltaiiltLd liuakdtu tf file prtqccts into items swork, tasks. activities. 
(b) 	record progress accolditi t prcleteiriutd tareet dales. 

(C) 	attempt to idetitifylconrstints relatini it)tatelials, peim.iill iii Oiganisatiti Msiich may delay progiess antd take tilmely 
retmedial action. 
The piogri.essi\e ctmliilititi of wtrk-iiutls and the litrulhulion of units ctists ws'ill also lie itiitpiriltnt parl uftthe 
CtMtilitee's ditties. Thie cOUIlittee shall lepurt Ie"ilitily to the ccotunling tllicer and tlie Chief Accounting )fficer. 
When othertderlpttients ate ittived in the etittipllion til parlicular aspects oh' departitietital pitujects, ofllices such other 
departmnts itay alsNo be co-opled as Iientbers ofl CoIsultaliollilie Conlniltet. This should be done ill with (he Secretrics 

011CCel'ued. 
(6) The Chief Acc.untini. Officler should exercis., general SupelrSisioll over the detailed ptIOuratMu ti of expendJiture antdShould
 
wherever necessary, co-ordinaIe thIe isiiif t'e seveil ilnittlfits nder his control.
 

Estinmtion o!'Capital expenditture 

(i) 	 rella ililaLion andl iiprovelenI tf Capital Assets -

Nllure Ofitehahililaliitn O iitpttICllent aind tile or ilprovemttet should be fully explaited. Where Vehicles
need lirrehiliilitatiiu 
a1lid it The estiMaed Cost ol' each ojhieCt under this grtoup shotuldequtipu tie itivolved their ai!e CtiuipOsitioin should lie tIurtnished. 

be stated.
 

(2) 	 Equipiment mutillayIand, land Inmp)rovement ant(i Structures Outlaiy -

Ifall inclrease is sotuglht tl this object tifexpenditture. ileneed fr tile 	 itinicrease should be explained e.g.. questionls like whether i.i 
by way tif increase innumber Fifen ntd therefore itcrease inturniture requiretmtents .t is there allinctease in Ihe level iif 
actisilies usttig ,azititi.s eutliptmient ofris it It r rpiacentteh should be coveted by expllantatory equipmlent is l tttIes. Ifllih specilic 
Ipojecl it slhtuld le staled whetIe iiti)\ided fitr under tie I)ijecl, whetlher the requirenment tf*tIleiarlicIlitr project cannot be Iiel 
Out tif ilte available Machlinty. lal(ttiplnetiS, VeltiCles. luildings, StruItures. etc., atidlwhit is pIt)ipti)sed 1t (ii Witlt sUCica+pital 
assels whell itle project is mr, 

(3) 	Constructions anl oiler )evelopment ProJets 
Particulars I'Caldinti Projects vlich have beef) already Ctm menced and Ctintinted illhe budget year atd hlisiti ziT ti C(ist 

Estimtiate shoul be lorwaretld tt tlte T'iasur' (tlul.et Witlh for intchusiot the Atinal Esli11tats.)ivisiotn) expilaniatory nttes ill 
Particulars regarding new projects which have lbelei duly appltved shtuld also fiirUnrded withIepllIittttiy lIoles zlotg tilt 
ref eiceslit project dtcumetis like hoject Reptrts. Funding Agieeltietits, itplementation Progranmmes, etc. 

Advance Accounils Activities 

(1) 	 rhe i-listitale, relilting toAd\ aite Actiunts shiw tur types ofllitits, \'iz. 

(a) 	 Maximum liiit tif expeniditure 

(11) ?slittIuti itiui tlfIReceipts ciediled Itothe Acecoutts.
 
Me Maxitnium limit of,' Liabilities.
 

(2) Capital Expeinditure of Advance Accout activities is nt included il these limtits. Such exptiIditlres ate prt',ided under [le
apprtpriate Prtgratniies / 'tojects in the (;eteril lstitaites. The replacement of* depreciated asset will htwever. huemet Froultihe 
I)epreciatit Resiserc luld.The replacement cost swill. il addititt. intler tihe Capital l'tloject, il bi 11it0ItniltetirVlie shoni ileJtis1lltt, 
provisit will illieor. Such relilacellienl bown tt peilzlliltie ,.illetist shiuld lieS by way i loollllte ittlicaiiti 1ili; e e110 be itiet Itut 
Resetrves. 

1:l:A"AVAlLAt) (" 1'' 
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t tM(tied I. 1tittetl iiiNyitiIo lotlll .n t zllst irc|(3) Adieqit(tIcII e. i i " hCli iit li l o 11 aleIOf i tie of i. antd d .\ieill,,s 

d Oi .lCIe .'NN eCd101ilkt lC, '+i.' i. yanid also oil ildiijllititliot t l 'ie\t ill l ;lCtM 'lh u hilie eC i llvd hllhI %. ilt ILtICICl I Ii+C ll li.i \ 

ITIe'iO I+] ,itfiectises t ('itetllulllTM. it tttIttIce' sitt l be' hldicJt1Cd. II ;1c,.1it llelltllll it sti1 ll is hcti t l ti,-' tim,. o. .hshICr hts 

Cttlid h l diC edd(it il lhesi;tll is 1 IT inl :.ttct I. All LI utHt0 , \idC 111il. utescl il'd 1I+ t si, ttil) hC ;lieI (Ie tl. I\ nlll ak d Ml11;11liit I on
 
a Iaisistn u tle it rC\ i t ,( I i o l O :1 . .' cul l b enldtI c
 

(-I I) ldcl :Ad\ :1111.C.\CO 111 t 1i\ iI Iol I J1l I iWh ~ I1Cil he filltM in,-! Ix JIL',, doll '-'I ul;,.:d 111,1C]rI lCea s of Ilit ditiltll v. Col in.1 p I " 
id il ifi al ti pll rpos done \.\ it iiilluitlI111110siitg Si. lilt(I lu Iuir si IllCet I) IlieItutittle.ns ead\c it tl I. is Il . Itni (tilin(C 

"reisti rv Alvance Aci tis -1 IC 

-1(10. etc. 

(5) T%"les olr A(vance Accounts. 

i) Producolttl ,dt' aice Accotnis. 

(ii) I)e'ehtpiwih l A\li.llce ,A\cCoLtnt. 

(iii) Trldilii AtltIC A,,CCOUtt 
, , 

(i\) S i iS AdvMitC, AeC1 l 1tt 

iV)Ad\'al n 10 Il u lic ((l~la~n 

(vi) Advanccsh) l'uhlc (fficer,. 

(viii) MisCellaCttiCS Advantte Accounts. 

(6) Provision t'or expecltd losses 

1l"a tet ltoss is epectCd ill ile working of an Advance Account ACli'iIy d11'61Lthe 11nan1cial year inld illIcurring o1 such loss is 

approVed by thw relevattithltits (Wo isilt fokrthe esltimated IMehiss shitil be illcluded il tile Aitnal Lsiiintics under an hein il the 
appropriate siandardised O)ljeci Code. 

(7) Losses in previous financial year 

The prtCCditic Itl be lthOwcdI itl IhlwsC easCesiS 2i\sC il Chaipicr 'Viiii.AdaticeCtAccoinis. F. R. 513 

Olher Levels of' ,overnmient 

( I) Any piovisititl ftr ter l esel, tt Citiverinncnte should he pi-ided in tile Natitnal lBudgcit hy way if grinis, or coiltribitis. Il tile 
case tf Iprovision for provincial ('ouncils, lie Prescribed Iokttit should be Ikfllo\ctl. Monetaty Irovisions i1 the Nationtal Budget fbr 
Provincial Councils is mthde under the ine i inistry in chaice of the Ilu'iiicial ('oulncils anid the ecrctitry if thui Ministry is respontsible 
for llie lt:trtOttlaiuLii t 'oiptisuls ill Coilstltailliot with [lie lescectie Chil SecClarics anud lie Finiice Citntiss,iti.Olbuudetary 

(2) l)raft lislilliate P'oposals lit ill li)tjects which iler included ill lie 'ublic investmitent lro t iltllil of'ilthe (iVellnell ill lelatiol to 

devolved hlnlijtions slih Ia\C Io lie illemetntnted by 'rlvitnial C'totuncil will have to be inclidcd itiidtlthe Iletls ieallIxlendittur il the 
relevan Minii,sity r )eparllienl. lhse iiropt ldsilsshould be prepared in Consultation with ihe rcspceivc Irovincial Councils. Iisltictioul, 

til the PrepratillUi lif ele estilittes should be sell b Il relestint .[Sl.rcll it) [lie teiecli'e Chiel Seceelati. 

(3) Nit finantcial pi\ isiit tltttd be illCttllt d ill lie l:stitllells if lieiMinistries it- l)epalllents for the slall rcleaseil ii urllarked Iil 
release to Irttllici:il (ouncils. The requileients fIm such stall i ,, potided llr tinder [lie block titaits Iklr tile Pltincial (Couillcls. 
The c;teetorty it tille nunicrs 01tlih silt'isehwhLd ill lttiincial adliti:. raliolln shtuld, however lie distintly idletiild and showli in IIh 
appit pllale pripaliitL ;1afl schedule. 

Statei C r)orations 

(it Seurettliers. when sekin btdgcetaly sitpplilo (' alli tiotecls inpletltellttned by state ('tlptlllatills, Ihmtrds and other ctilptialt 
l , ,

lities, siNtho ie qtantilltl l iin tsl reuired and ]itts tile b lani.'e Stoill, tlnd aid whlere aniy Itiilher stitisi willld indicate it ally , will lie 
he rCquIllld ill SitlsC(Iei Wilars. Bulgtclai"r stiolii wil I appear as a sepalale Capital projcl ndeitrtlhe soi il the particular Ministry. 

i21 l'\eit it hiitld ll is lilt] sittlghl, plans iii proLjctcl i i e jiptitVfd Ci'url'jtttl'atv ai. llhild be set to tilheIh Jircll­etry sIpji plal 
(ictiet'a. Natitnal Ilatinnl , flor approval with aclpy to Iiecti. I'illbilic iherprises I)ivisitntt lth Treasury. 

(3) Ttal CostI-sin;lt s ' shtuld le dul\ siatlcliold ad sltvn illlieheslillilles irrespCeive of wh'lher thte prtjcct is whltly o iyarl 
Iinantctd b le G eltilliill bittl ti. 

(-i Public illltrlis's hiluthll revise theircitll s aill piLics ill tler i yield lit operatiotail suplus. sit Ihat iheit ulrreti expetnses ;ite 
iel illt it the lltls niler til b. Ithemi.Io,se and shorltlills will le aceeptedIfo sup tllittoily where tlhere is a sei ific go'lill ,lit 

&leCiSitllii0 stlbsiiSC lratiltnillilhe pullic enlterprise cttcieined. 

(5) Nitli-pilt O)ri'nteld Public (. rlioi lli andtile Ptiblic Inslitllions iltly liniantctd Itb, t'elrlllllt Shtlul lilt lk el late ,litlt 
o titeir acliihies ittless iiio appiloal o1" [lie lirlilicnt is tl(illed rlt se, slecie atclisities. icretises in ui r'ulystpiull would 
itl le ciisihleed uiless such splcific apllroval is availabhle. 
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(;rants & Siul)silics 
(I) Financial provisiotn lor. graills to [loll Public "tr 
Specific 1lrl' SLS id stb~jCl to piscaisd Conditon 
Parlia.'eritary authotrity. 

bodies e 
';.lit 

r hlcIti li nnlititcthis i10Control is %ti)cd hy Patl]iamtcini blt ci ImIla 
iilli ilisll i ttno h.' allcleti with tl 

(2) -inancial provisiom for subsidies will lie in respect of' pa) ieits Itt latc live vclIi toactual cost of a supply or service and Ile price at 
III Meet. (ie dili CIClc. ICl\,ciss 1ihwhich tile ( io'v.rlii11iiii has dhiccled thai SuCh SUpll\ 0I sN,\ i.T shtIiil li stotl (i1

rendered. 

Special law Services 
(I) As expienditurc otl spieciail law Services is it charge tt the (-t solidaled FuInd. ilreldy iItIpttsctd hv law. it is ntt inc.itded in the 
Appropriation Act. 

E-xamples of such services are ­

(a) Salary Allowances and pension of tie President Article 36 of ",Cotnstituion. 
(b) Salaries of Sla'f iand (overrnment slare of Conlriltits. etc.. of the Public Service I'rovident Find - P. S. P. F. 
(c) Repayment olf ied,,dium and long tern lorcign htmis (Foreign Loans Act 2t9 itl 19S7) 

(2) I however, prtvision or such expetnditure is shown in tihe Aniumal I:.istihates, aind Pal liCUlisis autlhorised, l the law OOtlet tile CXlpilditltiare also distinctively itdicated against the legend tifhdie relevant budgctary unit. Such exlietidittire Shtuld le incluld hi IlicProgralnint i l'roject Strticture. 
(3) In providingl for Special Law Expenditure, any terms atnd conditions of the Law Utndr \hicl the lpeiditute isconsideration, e. g, the lai iel, arc taken intomay prescribe a litiuit tit a griant. In this case, if the grant is paid iI) atimal ilistalItIeoIs, pttvisitn should III I lemade .after the lull grant has been paid. 

Total Cost Estimates 
(I) The Total Cost lstiiates (il revised the revised total cotst l+:slil:tltc) t .111\ tllhal work should be Slhoiwn in a special colunn iiltheAnnual Estimitates. In addition, inltirutialito should also he privided in selpar-lle Corlmns as floliws 

(a) Anticipated date of complclin of 'ork. 
(b) Actual expeiditure u to the end ol the year prior to the year in which lie dial estitnalcs arc bcing prepared.
(c) The actual expenditutre in tile year prior to the year in which lie dratl estiiates ar being lprcpared. 
(d) [Estiimate for tile year in \\ hiclh the draft liEstitates are bcing lrepared. 

(e) Estiltae for tile bttdget year. 

The total of (h) plus (e) should ntut exceed tile apprr vcd "Total Cost listimiate. 
(2) The Tital cost Eistimate of lach project sltiuld le deteritinted tti the hasis of a carefu'lly priced Bill of Quatitities Which issupported by detailed schedules shtwing reltiretients tf tiati ial, li. our, plant. and eitiltticntt utilization and schedules tf prices olwhich the Bill (I)fQuattityrates were arrived at. Therc should be 'tipplttolirg lt rlcuiris itt itlitortuitchaiges, is i litllter f ritttulin, Itr use if 

Price clahtres and Irail]-a ittm to tleteeded. The Totall Cost ls!tiiae prelpired fir Treasury lxaminttion of wttrks htoipotsak in termsof F. R. 37 (2) should lie pepared ou this hasis addting I0 leiicnt lir (Atlitglencies and a further I0 lierceit it allow lot alatitirt ttprices within that year. If the work has to lie lhased over tr than one year, the allhwanice fir price escalation shoulthe first, 20 percent for the sectond year. 30 percent Imir the third year anid 
le 10 pe rctni ftrst tnt, in respect of' the work to be dotne in each year. Theallowances for Contitigencies atnd price escalation slhtild be indicated sepmrately in tile lircplaalitnof Total Cotst lIstitiatCs atid shtuildntt be disclosed even at the titme of caling fir tenders of at negttiatioi with the Coniractors, when htieexact ailroved Total cost lstimate

(excluding these percentages) should be used. 
(3) Autithorily for approving a,Ttal Cot Estinmate will le either the Cabine tir Nalional Plittming Dept. tr the Treasury as tle case 
may be. 
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RESOURCE ALLOCATIONS
 

1. 	 Ceneral 
Iti ntttdert socieaies atid particularly itt the context of (Givernteittalactivity resource allocation is always if) tie lhiat of fittancial 

allocation, That is all resources ale collected. iltiasutred tild expended in terims of Ituoley. 

Thus 	 Iaterial resources are act ret'diud expended ill Ieins of Inouey)'.. ltt iln1 resoutlrCes expelndedatieitieisured and cMIie! illtcrins of" ntoney as tahour cost or peisonal illoluntest. So tue all expenses. 'overheads' or other supplies, hire, services or dthlies aRd 
obligations costed. 

2.1 	 Resource allocation by Governmett 

In Sri LIlaka. as in imtany Parlimitenlary democracies. Resource alhloctitiOt is iti1e through 
(i) 	 Annual appropriation procedure {Appoprillion Actsl 
(ii 	 Suipplementary Appropriiltill I'rocedur. (SutlrpleIt eniary estimates passed by Resoltion of Parliament) 

(iii) 	 Special law 

e.g. 	 (aI) Constitution (e.g.. Art 36 - Salary allowaices etc. Of office ol'President; 

(b) 	 Ordinance No. 29 of 1920
 
Gran to Cucitit Reseatch Iistitutte)
 

(c) 	 PSPF Ordinance No. 18 of 1912 - Salaries of staflfand hovermnent share of Cottrihution etc. 
2.2 	 As expenditure oit Special law Services is a charge iii the Cimsolidalel Futd. already impotsed hy law, it is not included in tie 

Annual appropriatiotn Act. This is covered by tile article 151f (2) of the costlitution. 

3. I slinctimi betieen Recorrent Expenditure and Capital F'xpenditure 
Fron 	 tile itid-fi ties a ilistinctioiti has been tM IadehtwcCt cipital expenditure and recurrent expenditure adli hais assuied 
increasing impolance in tile allocation of tesolics. 

Till recetilly in auhition to spelling o tilt natre uileXpeMlitttre that would be recoginised it 'Capital' Mtnetary limit had also 
been 	 teitioneil it Anntal tIialtes cititlais. 

Bu iiitisn ('ipiIal cfpntdiurtt is UitidCrstotid i,, 'eXl)ettlitte that creattes ;1i asset oir It akes forIpermanent itnproveient or iin asset i 
dcveliips tesollCes'. 

4. I 	 Formal oj Resource allocation 
Form 	 1972 (Goverttttent's eisouce allocatiii is oti a l'roglamte ]ludoel fiorala. Piogrammmne ludgeting is ia teehnique
allicatingt te liitiled resottrce., ti pltise tilte lg atld 	

tl' 
iol teln lertifI coitoini and social objectives of Ilhe Govcrnmltlett. lhese

ojecties arcset lilt a hierarchy ctrrespoliding tltI aiaiottal srllt.ttite of Ite (itiVernlnenl viz. 

(a) 	 Ia latiiil level 

(b) 	 at the Ministerial level 
(C) 	 at tie iotrporatioin level - Departnental level 
(d) 	 at the l)istinct level 
(e) 	 at the )ivisional level 

(r) 	 at tile PrfoJect level etc. 

Tite higher level oihjeclives co-ordintate and regulate tIe lower level hjectives. 

4.2 	 lrogrannmes 
PPBS ecognises allocatiin in lerttts o l-trograimtilles Projects and h1jects. 

ligraim es are iajr futtitli,,tf aDepartment atul ctttpl)rises all activities which are carried out to achieve the itajor 'Futnction' 
tr 'Objective' llf lie l)eprint ,ltl. 

4.3 	 i'rojects 
The activities within i prtprnitie atre referred t0 aISProjecls' which is a hotinuigeneotus set of work operiations or tasks that are 
Carriecd ut tiIltlaltl jlruiit, inle g itls. 

4.4 	 Objects 
File cost cottponents ifa prio~ect. attd to i larger scale, tf a Prograune are called 'Objects' of expenditure. There are usually

standard objects classes - (20 Stanudard objects) 

Object - detail 
Objects may he fthiller suh-divided ito ohject details - eg. 	 lucal traveling and Overseas Travelling. 
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5. I Stages in the Resource allocatins 

Financial resources are necessary for Government's rectlrent it"on-oill activities its well as their expansion or their itcrease in 

funds ihave also to be I'brineud for ne, actiivitics and prospects 

Budgetary Process 

Annually the Departments / Ministries and oilier 'olftices' tall into an 'stinlatiing ProcCdIure'01' all their requirements both capital 

and recurrent for the ensuinge year. 

Generally the Government (in practice, the Treasury) is ito(find money ) and approve expenditure ol tIle continued operations of 

Governmen1t l)epartiuenis on the 'present scale of operations'. 

5.2 New Proposals 

For expanded activity 

To create lew%posts or category of oflicer, 

To create new advance a/c activities 

To rcvisL scales of salaries etc. 

Prior Treasury approval is necessary in ie forut of 'new proposals' Unlike in I970 & earlier now 'Cadre' is also delermined hbytile 

Budget Divisionl 

6. I Resource allocation 

Resources are allocated to each "Pr'ogranne" in tie first intstaice. And in tuLirnre-allocated or apporlioned ito the various projects 
comprisi ng the Progranrines. 

6.2 Selection 

Programmtes and Projects are selected On tile basis of stutidies which itellude 

(a) Finan-ial feasibility 

(b) Techih. :illcasihilit) 

(c) Econoiiic feasibility 

(d) Commercial fc-asibility 

(e) Managerial feasibility 

Each programme and project will have two budgets 

(a) Capital budget; and 

(b) An operating and Maintenance budget 

i. e. Recurrent Budget or Revenue Expenditure Budget 

New projects 

In respect of each new progranme or project tile Capital budget is formli ated separately for 

(a) the seed capital showing the sub-totals for eact phase of development 

(b) tlie Capital budget for expansion of production 

Capacity in each of 5 years suhseq titit Itocommencing production installation. 

6.3 Justificationof Capital budgets 

Each capital budget should be supported by 

(i) ajustification statement 

(ii) statement of anticipate constraints 

(iii) Technical feasibility report 

(iv) A net work diagrain or Bar Chart 

RES r AVAILABLE COPY 

(v) Schedule of phasing expenditure etc. 

7.1 Planning Cycle 

(i) National Planning )epartiment issues acircular regarding folriulation of projects. 

Projects that ilncutir oiver Rs. 5 million are considered 'imajor' projects and these incurring below Rs. 5 million consileretd 
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Minor Plrojects 

(ii) Formulation is oil a specified Frmn, alid tile pl'ojcCt is first appraised by the National Planning Division or the Treasury. 

(iii) If the projtct is If.avorably alpraised it is sLblnlitted to the Colnlunittee of' Devehpmirenrt Secretaries. This Comlllittee's 
approval is "in principle". This is the First Stage Approval. 

(iv) 	 The Ploject "A proved innprinciple' is sent back to the Departimrent (or Ministry) for pr'paratriu of detailed IProgramnmes 
and SCIeduling of lixpIenditure. 

(v) 	 After that the Project again comes ip for recomintendation regarding filnancing by tile National Planning Division of the 
Treasury. 

(vi) 	 Where the Division recomnmends filancing and the manner of financing the Project is submitted for Cabinet approval. 

(vii) 	 After Cabinet approval is giver it is included in the Public Inves1mrent Programunte. 

7.2 	 Budgeting 
The Project may be scheduled for one year or of several yeas of expetditure. The particular component of expetditure for the 
ensuing year is included ill the Istiltilales of that year, This expenditure is estitmiated on the '13'form. 

7.3 	 Recurrent expenditure 

Tire treasury goes by tile actual expenditure of pat tVo yeaS ind tile CUrreIt year's estiuiate ill granting approval for any recurrent 
expenditure provision for tile einsinge year. 

Discussions are had with tile Depart ment if icessary. I' tie Treasury aid the DepIartirienit Canltimt aeree oll allocations discussions 
is also had with tire Chief Accountring Officer. i. e. the Miniity in charge of the Departinetit). 

8.1 	 Ceilings on Expenditure 
NowILdlys cerlrilin cCilings are also observed iinrespect nfboth Recurrent expenditure and Capital e penditure. These ceilings are 
:lnpiised by the IMF to which Sri Lnaka subscribes is anremiber country and also obtain financial assistance. 

Overall Recurrent exp~enditure ani Capital expenditure is luanaged within these limits. 

During the year if expenditure is likely to exceed Ihese limit allround cuts are imposed. 

8.2 Foreign Aid Resource financing
 

All Foreion Aid financing is now negotialed by Ihe External resources Divisini if'the Treasury.
 

9.I 	 Public Iuu'estntent Irogrammlne 

The "P. 1. P." is prepared for 5 years, tile last one being Ir 1988-1992 antd is revised every year along il the budget for any 
changes it is theref'ore also called a Rolling Plan. This is a guide fIr the Budget Division in agreeing to allocation of resources 
aro1ng variotls Depts. arid Projects. 

10.1 	 The I.UD Is preparedaccording to FIVE sectors. 
Agriculture Depls. of Agricttlure, Animal Production & I health Ex port 
crops fisheries. etc. 

Inrdustries 	 Large scale Industries
 
Mcdiunl scale Induistrics
 
Small scale Industries
 

Economic Overheads -	 Transport, Coiiiruniration. IRDI etc. 

Social Inf'rastructure - EdIucalion
 
tleallh
 
Social services etc 

Ilumiran settlentent -	 Housing 
Consrli'lln
 

Water sulpply BEST AVAILABI.r Ci'
 
Town & countlry platinirg etc. 

IPFDA -AT 
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PRi1IARATION OF ANNUAl FSTIMATEI1S 

Annual IE.stimates reflect ile "TincialL.pressioii oJt'heGovis. Polices & prograiei's oJ (aiivity"During the Financial year, 
preparation of which is a matter o' "crucial imponrtance" anti etLIiriCe, "tle.tioll I0 cillil". 

Annual Estimhates compri ses Relentie Et.lilllates altl: '.linatesof.Elwnditurle. Boll arlc CqaLlly i MpOri llnil bul the eipiasis is 
on the latter, in view it' massive developiment isoik since inidependleince. Fltpeitliture alw:tys exceeds Revenue and lie IlIcIllItncrtIIm of' 
"Deficit Budgeting" in continuing with ius. 

As regards Estimates of I'xpeiltlure Wevhaive to di.i lt.nli tiolilal hXlpecndidul-e clearly. lImc Forlmer has It beRecilt 110h aal 
strictly controlled whilc the latter his io bechmsely, monitored ito 'e trcls. 

The preliminary stage marks [he allocaliio ohR.Rxource s it) Ninisliies on tile basis iO thelI'lIlic Investmcnt Il 'Inmammmie (1992­
1996 the current 5 )eal piln). New pr,ects, o,;- revisiotn oj T C. E. should rectivcc approval (i Iltiths prior to inclusionz ill tile Iral't 
Fistimates. (1994 lI-st. by Ist July 91) 

The preparatit oh the AnImual E-stimmiates exercise i;. %i . tih. ,,uc I ile Treatmiry Circular arotn Mdianch each year. which 
spotlights neie features to the exiitiit procedtlic. As for nme,-,ioiccl, piclirmimiiY tolk slltlld have comimieiccd ling beftore that datto 
withfeasibility Reports, inclusioi in/ithe Plan etc. coiiimilc.e I :.. th;:t hy Itly 1st pltir atlplpro-,als would hae beemi fimiliscd. The Nlinter 
of plannig has prepaied a bookle to he aguidelinme in pet,..iolIi :rticls. 

The latest instructions ICIc)eparatioi of'estill ates arc shown IinAppendix I to B/udget l)ivision Circ/arNo. 52 iif 5.3. 92. 

Some of the higlidlinhts ar- as flillows :-

Organisation oriented inits of budgetinig shluld ie c .;:'..J t i itiois oriented budgelary units, lakihg inlto account ile 
,devolution of power to Provin-ial Councils uidei the 13;:, .. i 0,r Constitution. You will have a National Bud/get pitoviditg,C,,,,,iel 

grants or contributions to ctIter levels of governnenil. e. .. Pi'miioh Councils thrtilh the Miniistry of IProvincial Cotmucils, with ia 
Block grant for staff. 

The Secretary 1,.othe My. / P. c will formulate tlie Budgets ofProvincial Councils with tile respective Chicl'Secretaries aid Imili ice 
Cominttissions. 

Projects in the P. 1. P1. coming within the purview of I'rovincialC0ioici/s will he provided lot ntnder the relevanit Minis!ry of tlie 

National Budget. 

It is interesting to note the diflerent "Financingauthot-i~sations" thorlul Consolidated Fund is still tile nain source. 

Appropriation Acts 

Resolutions (Supplementary listintiates) 

Constitutional authorisations 

Ordinances and Acts oTf arlianentiother than Alit,.'op:aition Acts. 

Special statutory Funds. " 

Advance Account Activities. 

Supply services 

Special law services. 

OBJECT-WHY DO YOU SAY NO MONEY WHEN THERE IS ROOM FOR FLEXIBILITY? 

(VIREMENT PROCEDURE/ SUPPLEMENTARY ESTIMATES) 

1. PLANNING FOR GOVERNMENT EXPENDITURE 

Particularly after independence, successive Governments haive beet concenttraling more tin planning Government expenditure in 
systematic basis even though resources available tell shtrt of rcveile ctillected. ,Massive developmnent projects undertaken to fulfil 
aspirations of l free natioin denanded this course oi'action. Deficit budgetilg aid resoili ng to loans atd aid to balance the budget becomit 
a phenottenon. 

Goverilnent expenditure is this planned well ahead of 1he begintinhig of a financial year. Sucll itanning becomes necessary ii all) 
large organizational setup. Such as the Govern intelt, ;as illo'tl'llliltitio his tio Ie led by the periphery, and processed at dcparlletial 
ministerial/ Treasury levels. 

PROVISION FOR FLEXIBILITY 

One of the reconmtendations ofthe Rajendra ComUiittee, tIhat went into administrative reforlis in the 1960s, alioig others, was 
the revision of Financial Regimlations for carrying out o' tIhe (overnment Itnancial transactions in ati orderly tmianner without being aIli 

obstruction to the execution of the Governtnlent's progrimutre if work. h'lierevised regulations that Citle int Cffct ini196(0 has prvidcd 

(13(1) 



b'or variations to estimated of' expCliditueC. The:se iiisiiins sek to create Ilexibility ili itilization ofi ftuds by the executive, vilhiin
 
,icdi the le IlirCillu 


considered. SituaItinSt aId ite-d I and Iefsv dIII;IION ali.,e wilh Ie. Iys'tit c ,..dridI iSl'ct ly it s[l0uhd
 

iplrIVals gralnted hy the legishllirc. One Calluniderstanid fiie 	 le I expenditure is 
,haTie (i Ther..ore ila S iS I)I.Ii LSit 


include inubtih pricedures to ie[t Such SiLlli;iiIS anid C(hiaiide.
 

3. 	 CLASSIFICATION OF VARIATIONS 
Variationiis it)estinilta[s ol expeiditlU arise hiileIii Iiii,v llti inuiel. 

(I) 	 v'irICIIInt Piocedure1i."Vi'reIIeit"dFeried 1m1 iFreieCi terin, vlor niealliig to turin, imieans tie power to transfer itemts fimit 
one tiiianci;I account to ainthler. This pricedure iicludes tliie thiiifS. 

(a) 	 Tratlsrer iil "t1¢-1ite n g uiider 1pt:rlicular ]lead of ]openditure III,to"sa\hlVli ellle
't0 
 anther Plror ntiiioe of the 
Same Ilead ofFIxpenldilule. 

(ilie Project it) 'Projecl' lile(b) 	 Tllsfer sav-lwofloill anlther i samte Programlmltlle. 

(C) 	 l'ieatioi of a new Pliijecl. 

(2) 	 Appriival 01'additional piists alid alteration of'salary s,:alcs 

ilcrease the tolal(3) Approval of' ill cost .slilI ite of :1will,
 

4) Approval tif' inciease in the pesCrihedh limits iii' Advaice Accounts.
 

4. 	 LE(AI, PROVISION FOR TRANSIER O1 FUNI)S.
 
In the early sta.ges, transfer of* hlnds was criticized
isundernit.. Supremiacy of Parliament over public finaicial managemient.
 

This inatlerwis pointed out hy tie Auditor Genleral, deliherated at the 11. A C. and referred to the Attorney - General Ioradvice.
 
FoIlowing his adsvice Viretlellt ProCedule Itelitioned above is legaised year after yea by a specific privision in the Approp riation Act. It
 
cotirers piwer Io the Secretary toItIleTreasury tir any othe:.r llicerauthtrized by him to tiansher unexpended iioney allocatCd to recurrelt
 
explenditure to aiiitlher tlocatiin within tie same proigramme or to ainother piogralititte under the same lead of lixpenditure. I
 
speCifiCalIl under the same Ilead 01 I-xlpenditure. It specifically prevents capital expenditure under .iny prograinne under
prcVCnts capital 


any leal being transle'rred out of that allication.
 

Similarly. even in regard to Item -1that is Advance Accitunts lhe Appropriatioi Act conf'ers power to the Mitnister to vary tile
 
limits. Ilowever, it lays dtown that Parliainuet has to appriuve s;c h \ari:!ion 1hyresolution.
 

5. 	 WiEN VIREMENT'S IS NOT AIIiROPRIATE 

The regulations ,pecity Itrther ilista lCes svhiCi Virtietit P'foCedulre is 10t aippropriate.
 

(a1) Creation of a project for new speciall law service.
 

(h) 	 Transter ot'saviiigs front slpecial law ser-ice 1t supply service and vice - versa (Tratsf'er within special law service is 
allowed by ST. iir I).S.T.) 

(c) 	 Creatiotn, increase or"transfier savings troto aiy grats intile nlature 0if subsidies, except to eduicatiotnal iIstitutioins 
indler the Education Department. 

(d) 	 Transfer savings from ftoreign aid projects. 

(e) 	 Transfer ot'savings which have been provided Io wsorking losses of Advance Account Activities. 

(f) 	 Transfer of savings in between loan scheme expenditure items shown in Part Ill of tie estimates. 

6. 	 SOME PRINCIPLES TO BE OBSERVEI) 
The fnllowing principles also should be observed ii.applying Vircient Procedutre. 

(tI) 	 As regards creition or nowy iosts and alteratiIn of salary scales, ¢ec.,and also revision of total cost esll[ttttes tile 
prescribed procedure ii tie F.R. should have been Iillowed before the transl r l'funds. 

(b) 	 It mtust be ensured thatatly additional or new expenditure contemtipltted should be properly considered as conlig 
within the aiihit of the pmgratm e. Ili other word; oie has to juslily inclusiot in that particular programme, 
objectively. 

(C) 	 Savings should be definitely available tind should iothave arisen through the postpoinetent of an activity which 
could be iIpleiiIencd during the fintancial year. 

7. 	 FURTiER CONSIDERATIONS 
There is another iltmportant ciionsideratiin parlicularly as Accountaiiits yuou should consider belore recommenidinig Virellienli 

Procedure in regard to additional or new expenditure. 

(a) 	 Not consistent with econotuy. 

(b) 	 Involves a drastic change in the scale of'operatiis lii cii.ted illtileeStilateS. 

(c) 	 Youu feel that it is better for Parlitnent to have heen conisltlted itt atdvaice intileitatter. 

ilso venture w\'ill(d) You iecl that tihe new couttlit th (fi'etnment tio large scale expetlditure itt futre years. 
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Altho lh this type o consideratioi is normally IOcuiscd at ,i central point like the Treasury, we are expected to look at proposals 
fron these angles and advise the Accounting Officers. 

8. TRANSFERS - DURING THE FINANCIAL YEAR 

The following details ofldelegalions may be noted. 

l)etails Form of Applicaition Authority 

(I) Between Programmes tnder the same I lead of Expenditure. fortt Gen. 271 SIT. or his noninee. 

(2) Between Projects of a Programme Form Gen. 233 

(a) Recurrent F-xp. C. A. 0. 
(b) Capital Exp. Sit. or 1). S. T. 

(3) Between Objects of a Project Front Gen. 233 

(a) Recurrent Exp. (Should be reported it'the Treasury) A. 0. 
(b) Capital E-xp. S/T. or D. S.T. 

(4) Between Codes of the same Object. From Gei. 233 

(a) Recurrent Exp. (Shiuld be reported io the Treasury) A. 0. 
(b) Capital Exp. 1). S. T. 

9 NEW CREATIONS DURING 'il, FINANCIAL YEAR 

(I) Prugrattie Approval of Parlianet is necessary. 

(2) Project Noritally not alhowed. S/T. could autlii e onl the recommendation of aC. A.0. 
(3) Object C. A. 0. could create under Recurrent Expendituie while SfT. could create under a Capital Expenditure 

Project. 

(4) Object Codes Recurrent lxpeiid iture A. 0. 

Capital Expenditurc SIT. or D.S.T. 

10. EXCESSES DISCOVEREI) AF"TEtR CLOSE OF FINANCIAL YEAR 
Normally, if proper appropriatiin (Votes) Ledger control is exercised, unknown excesses CinnOlappear'. Htowe\ver, dile to tile lile 

lag intlved iii getting inter - departmuental treasaclions recorded and reflected in the Treasury books, and the tine taken to draw computer 
printouts. which in turn should be reconciled with the Tieasuiry books there is provisiot to accommodate appropriate trainsfers, alter the
end of the financial year but before the Treasury boiiks are cloid This is facilitated by a Try. Book Keeping Br. Circular requestitig
applications to be sent to the Budget Division. The procetdure inmohved for such transhers is laid down in Try. S & C Division Circular, No. 
24 of 117.01. 1975 which is consulted tip to date. 

A C. S. 0. could authorize such tr: .isfrs hetween Ohjet Codes of a Pio.ject under Recurret Expenditure. 

While all the other transfers should be authiorized by the S/T/D.S.T. 

1I. FORMAT OF TRANSFER 

The relevant Forms General set ioit tie lt ni.i hich are in the nature of Book Keepiig Journal Entries with All 
appropriate details. Each mransfer shoul carry in "Aulii, IIicIct has to be quoted in the Appropriation (Votes) Lodgers and 
later in the Appropriation Account. Copies should t. c'teCIltlcd to tie ;,'erelar'y to the Ministry, Director, Budget, Director, Accounts & 
payments, and the Auditor General (2copies) 

12. UNAUTIIORISED EXCESSES 
It is very iiportatt to note that We shoulh be scrs careful not to exceed expenditure beyond approved allocations. There is ni 

alternative to strict control of Appropriation (Votes) ledger. Without watiting for the end of tie financial year we should periodically
examItine the cumulative positiou and apply to cover likely excesses in timne, adduciIIg reasons. Ifa case is built - up that Way we Will have 
time till ahut tie end of tie first quarter of the Iollowing financil )ear to hale the excesses covered as thie Treasury books will he open. 

Excesses, without authority will be treated as unauthuOrised Cxcesses. wsill be reflected in the Appropri:lion Account, reported on 
by the Auditor General and examined hy tie 1'. A. C.Those reluire a siipplcnientary vote hy IParlianient. 

SUPPLEMENTARY ESTIMA'ES 
We Ihve discussecd variations to estimates oh expenditure under paragraph 3 - Classification uif Variations. We must bear i n mind 

that. the Titaeul-y discouruges supplementary estimates as a general rule and expects Ministries aid Departitients to submit annual 
estimttes for all" forCcxall expenliture. I lowever, unforeseen circumstatces may arise and-the Cabinet may want certain expenditure
incurred, which-lnay not falrwihin tie amhit olfany existing programme in aDepartment. or even it it comes within such amhit, excesses 
may iewur'which. ciin$mtt uipprupriitely and filly be covered by Vircmneit Procedure. Il such circutllsances suppleIncntary estimates 
becomte necessary. BEST AVAILABLE COPY 
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Supplenmentary estimates normally arise on Set 	 law Set% ices and I.oan Scthemes 1937, may also require.upply Ser,,ices but SpeCiatl ­
supplementary provisiot. 

14. 	 PROCEDURE TO BE F()LLOWEI) 

The A. 0. submit to tie ('A.. 0. a ieport indicating tile nahlte and e\twnlt of Il. s.'rvic,, its totld cost an,2 'ditional financial 
pro'ision necessary. The C. A. ()..will submit it to ile Mlinister with his cotmments and if tle Minister approvcs of it tiw SUlpplleltlllarv 
Estimate should be prepared. InI regard to an esisting P'rogramme elevant inhiittation shtould Ibeltirnisled ihtlicatitte clearly whether 

pro, ision is requited to tlhe full etlt,(1) additionll financial 0 	 o1 \%hctler 

(2) part of the additional expenditule could be net from sa\'ings, or wlwlher 

(3) only token provision is required as the full extent of the alditional expenditure can be iet fron savings. 

15. 	 FORNI OF SUPPLENF M NTAIY ESTIMATE 

A su)p)lelnetlary estitiate Call be one of Ihlice fortns depenlingg on1the tlree matters ieitioned at I-1,i. c. (If) fil ll][ additional 
financial provision. (2) fr part additional provision ald for (3) token provision. Appendix -1to the F. R. shows specimtiens ilcach of these 
fortls. In the case of token provision each selml-alte Pro.jecl should contain a token of' Rs. 10/= each. Tere shluld also he a Mltioin il tihe 
Inalte of the Minister coitrnceLd. Youlwill note that il tle Motiot it is mentiotied that the debito ttIe supplementary provislitit is mtade 
chargeable to the "Cotnolidlated Fund or atiy other 1ud or ioni,, or a1hw :lisposal ol the iovhert t0t, o 0 tIlet oceeds ot anyfto1 
loains for tile service of the financial \ear. "This i1lision liad beett included to isercolue legal problems enabling the 'reasury tlexibility 
in utilization of fiunds at its disposal. 

16. 	 APPROVAL OF SUPPLEMI"ENTAIRY ESTINIATE 

The Minister ill charge orwards tile Supplementary Estitialte to tIle Nlinlistcr ofIitance who will place it beftire tIle Cabinet sx0th 
his observations. When tile Cabinet app\ves tle proposal. tile C. A. 0. Coitcertied \\ ill iolwaid to the Secietary - General of 'arlianmcnt
410 copies otilie Suplementary FEstill tae llon witlh the Motion llltdled, ill ill tIle three Sigted by tile Minister. It will thell 

appear in tile Order Paper witliCabinet approival signified, deblated by tile I louse atl adlopled by the Hlouse. Thteteafter, the Minister of 
Finance will sigti a Special Warrant for release of money fltt tile plo'isiot. 

As regards Special law Services tot plrovided ftor in the annual estitnates, tile Minister of Finance lias to issue a waratt foir release of 
ftLnds. F\eti if tlte Special Ila Service is already ,r0viidedI ftor it tile estittiates. futds can be released in the satie nmanner t tIle strettgtl of 
a warlant signed by the Minister of Filnatce Release ol Suplleiiieltry Iprovision it iteats uttder I.tt Schlteiti - 1937 will also lie 
authorized by tile Minister of Finance, ttpot lpplica,ion. 

PAS;ODA ADMINISTRATION IIOCK 

Mr. Jagathsena, was or about six years tile I)irector of lducatio, Il'isgotla. Oii Ist I)ecettber 1987 he received a prolttotion ail 
assutIled duties in the I lead Office in Colmbt. The Departmtent did not till this v\.-ancy by atuary 1988 and the Direclor post lay vacant 
for sote tittle, 

Durnlg January and Febrilary 1988 rutmiotr spread at dilferell lites ofdif'leliIt PerstOns bein likely to lake chare as I)iector. 
Meanwhile the olice Staff got used to gCttittg Urgett papers. and cittitulicatiotis to the Mitnistry signed by Mr. Ltankasiri. whill was tile 
ittore sentior of the two Chief hIducatioi Officers. Mr Lankasiri taturallly tltitgl he was dischailtng a vital otbli galitl by tle del:tti-llcit 
ill attenflinutgo such duties. 

This Regiotnal Olfice trot its inceptiotn was housed itt buildittgs, that earlier belttged to a secondary sclool, Makeshifl 
ittiprovettnts tuid been tnade which piivided it) proper canteen facililies. The office braiches were dispersed alt diffeiei locatitns. 
Those ltitg -sta tii g shortittlihls led to letliiy onl ile parl i" clerical and otlter ialf. I Itowever, tundshad beetn prtivided ill teI 1988 
estitnates for it Adliitiraltion Block which was ito accotitttdate i .autiectt it its gitiud Itoor. 

Ot .laittay J t. 19SK ir. Janakapala assuntlcd dulieg om iutif.r,as Accountant in this oflice. lie was observed to he an ellrelic 
officer and was sympathietic-to grievances ofitintir e lti),yies , ddjflicltties faced hy clerical stifft. Therefore he becamnepoptlarIn the 
Regionad Office. 

The Annuai Generl .Meetin, of the Welfrii Aste aii.. t..giouai Office sWas41f0d on 17th T-hnary, 1988. m'inty t,,ik 

and mino eimployees believed that someone wl hd fiepur:. _ui+,d4a, had a say oxer"'itipis:would be tif idell 'Choice f11thie pdm'i.A. 
Presilent otlhe associatioin. So it was not aisurp ~ige whehMr. Jiaktl a %was,eleciett Pru.4idei ind Mr. Ilerath was re-elected Seot atity­
al thle ltletil . 

At tle A.G.M. tiity speakers dwelt oil di fficulties ctused by lack iper aecotttttitndatitt attd catlteen ficilities. This was tttade af 
an urgent task for the itiotnitil Coiitittee atd Mr. Jattakapala ii his Presidential iddress ptoniised to do his best to rectlily lik 
shortetitiht,. Ilie felt the new year definitely would see a change as itatllcial provisiot had already been made for a buildin-. Mr. 
Laikasiri vl o was elected Vice-lPresidett also voiced tie sane selilitelts. 

]'htiugh the Edut.atioti Mitistiry tianie 1noap1p)iinlei for the Direlr's p st, it also raised ili tibjection to letters addressed [) ile 
Ministry being signed by Mr. L.ittkasiri. Ifs Milh 1988 evervone believed tlhat Mr. Lainkasiri and sufficient seniority ti Ihegi\I il 

Acting Appoiitiet. I)if'ficullies were also callsefd by 'Zotiii g if the IiduLCaliill Regioti. This added to tlte already agi'lt.,I 



ri iere sLrilllrrrnr hr lhte 1ptiflrie. Itrtile Accottillr 
and Chief 1'dtcatijn Officer as iresilent and \'ice--'rcsidntln irnhli'te daltlinwz 

accormmroldation prn b l ell. l f tile W l.'l l,lie AsNscialima airall titi Clli l cct+rlillr t lpi;lcr:l+..tI Ilt 
ol tie A+so iioni , to Somet irrir raction tle buildnir 

COn't..tiRurn IrnrtiC.'lrUly ill OIlr t0 Ihr 'ile ait.Ci spMct. lnkru Nilil., I 3rr Nil'. .rikriricrnmsilted Ihe schooul svorks I lngilnt.er Mr. 
latlhilliasiri oii tile tillter. The Eniee'r commirrientel that scrurk was itren tit lI ;rirn l Culle hildoli l iicli ile District Minister was 
interested and advised thrt tle lDepllr eniculd call lt lerndrcs lior the Auhinislillion block aon- \ilh tie telrnd ' or the liahitra 
College luilding. BothoMi. I.ankasiri aind Mr. Jamkalalt agzrcd to thi, prIpos:d. 

Depalutlrertail speci uications and building plans .orthe Adminiistratioublock were aieatdy available aind tirei,had the approval in 
Srrjrefintendin' In,increr. School Works. Colombo. 

The estillitliI I rthe lrctHiblock Was RS. 1,080, 000. The Acruirirrairt veriied tIlt tie ;ilircitiIr firlr tile Minristry airllorried 11 
Rs. 1. 200, 000. On 7th MarchiMr. Lailkasiri called ill Mr. larrakapiala arid Nit. lalltitnsiri tirey sat as a Tender Board udli Mr. Larkaiti 
Jaired the rInectiig. They decided tr call tor Tenders giving.3 weeks notice. Otlher Iirmialities :Is reids as rUMds ICider deIrOsits etc. 
Were to be irrlirided irl tire teLerIrlrlice. 

Oil March 20th tr save time lenders were called frunl tie 'rl'rarn'Acrs M10Na regisLteed withi lD)epartrect.e Telters were
examined oii 31,t Matlh Iliard tie Iriwest tender waitslmnd to lie Rs. I. 457, 000. All the cirliractors plr seirt puinted out liar:1 the Ceient 
Cnrpoirartion which ladtIe mnorinlporly of Cenment Supplies had ilrreeasetl tire prices rcerItly by 8)',; ard tIle lreirneer aeCil that lie
Departmental estittate slsuld lnoiw be revised ill view of' this price increase. "cl+d.rs \werc inlrhlileu that tIe award will be artrnorced 
withiI ,aweek. 

Oi 2nd April Mr. Lankasiri, attended a Corll ellce called liy tie ('urverItlrrerl AnretIt. The Disi e Minister tooi \is present oil his
iCcasitnIiaid Mr. ilairkasil'i was ahile 1t revive tile District Ministers. rlemtry il tile -ii February, Ildeperrdence Day celebratiorn at 
which ire hlad I)rrliSed iti give prirpiyitti lirIcatiral buildings itl tie current years. l)istric Buidget. 'lie l)istricr MiniisrCr trniitd iI tire
(;nvernmrent AgeIn, whwi was Also Ilre Sec fetarv tr I )islrict Brd el, allr birth agreed thantluut Rs. 8 lanikrs could be rarie arvailable to 
tire Regi(ritll 'IIir tiruiii Office. 

On 3rd April tire lender was awardle d to l. (arrrawapaia whorse estimtiate was tire lowest. Thouiih his wirlh certilicates caime iii
Rs. 1,01), (XO irnly, lie claimed that irehad mirertaken nnajoir crrstnctiirII crtrtraiCs 't- lil hrigatirrin Departmrent Airurlhiapura. le wIs 
asked by tile lIi gincer It lrrward written ciretrecef this early. 

The Conntractr cmnreded clcalin l' blORd,atil Call cUttirre 1ir l0Irulrdtirir OniIst Apiil. 1ByApril 2511h work hail prtrceeled li 
Irundilationl level \vihreeuLr)t lie claimel an advance of Rs. 375, 00110.This was tectrrirrmernded hy rile lirgitrer and pai!l The first pall 
paylllellt was clainmed in tire 2nd week of Mav, \s'her srme o t[ie walls were Crmliletel. 

At this stage tire Accintit inqlir.lirc lwhetier tile agrecitrent had been signerd bi tire F'rngireet was salislied that ill alry case as tile 
Contr+iactor its pltrceetill on scrleiurie un llother sclhrrorl builinr tire paymirents mia' Continue Itolie ilade. 

Ctnstructioin work prrceederi ast )n tie alinirristratirrri block. The tound area \uisconplcted by Octtiber. This etliled tireflhrt" 

operning of tlre resv Canteen on OcItrber 201th hy the ilhleer attending Iti ditties NIIr.l+nakasiri. All mrrerrrheIs Of* lie stlaff anId I 
 inCialIS, 
teacihers atLI tItetibers ii thieiri blic who visit tie Regirrial Office were happy atl this event. 

.Ni. nlOt tie Octonber Paty nay Jinakapia Mr. ]Pathrinsiri happenrerd ito iert Mr. i.nitrkaisi'i in tile Dircctur's rOiln. 

Mr. latniakapala cmtirrie,.d "Weda hilhIutiath svadiaa ikrnming kerina, (rrravwapalla hilitvtta wilai daksnayat? The Eniginer

ag-reed "MATATI! IARI SANTIIOSAI
 

But Mr. Patlirasii said it was tie whoImke this poissible is tire Cortractor wss alhrrsvetlowe ris Cet ietit runCnrnl briuglrt irr fIor
 
tinier schorrl s,\rrks lie had corntracte lrrr to be used rit tire buihling. "MAMA I' 
 ING OYA iRODF+I)URI-S BIIUWE ++++-+++++. 

A heavy advance payitt had aIlsor ber made Itrtile ('nttr'nol Itl.ahurrl Coll.cge btilih, with [lie knirldge ilf tientil err 
)istrict Miniister, and Iis \i rrk ailso svs iein last conmpleteri. 

Bvyfile ernd l Ocir)cir 9 [Ihe Iegir)ll liCriritirn D)prlnlItenit was ile 1tiM -sri. tile [)iSlict bIudget to release Rs. 4 1/2 lakh ut
o' saviris, rr1other pro ccts. The Accotanirarrit ts persualed ti blyia reirig eltrf and other electrical CEItilprretII for tie canteen t if' 
Inrds lef ilt tire liniancial allhocation frmthe Adnrinistratin Ilrrck. 

Ot innuary Is[ 1989 Mr. Lankasiri was alppointed Actiglt i)irectorrt'as tie Departmet\,riwas unlderstooind Iiobe awairig tire return oif
 
riliEducation Officer wvho was alirOAd til scholarshrip, ito take a pernet t nrppoirrnrent.
 

Itl February, I i)i) tie Bluilin- Cronstruction was crmplelctedl atld tire CrIlrIrto clairtieIC tile va;lue mf'all his work certiflcates, rif 
these parymnents, tetetir ils tinme in' I( '%,oly iii tie finral Jrayiriri. The ('lirarc haild h irleirdeid Water Sply)lY inrd Dtailtage bU 
Witter Supply was el'tecte iy exreinsioniriil tire existi l bUidinrs. 

hlieDistrict Minister orperreil tile Iuilninr cetettlnirUsly i i:elruary.iti 5h and promrised flrther financial assislarice tintre cause 
of Educatitn. 

With tlre oscirs of' monItsrtnal rrls ill May 1989 cracks began It)appear ill tire Ist aini 2nd IItirs in this Adniliirilirl IhBlck. 
Number of*windouws had + brokent die it) warrpirrg fIw'indorw frarmtes tunlde of ltrr, ruality litiber. lBy Jilne lie nunutlie 2rn l'htir \ ., 
leaking and IinI caved ill rt I nrurrhier of' puint.COST INFORINMATION FOR IPROI)UCT COSTING ­
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TRADITIONAL METHOD 

A manufacturing company with mac'jinir, andtassembly departments seeks your advice about methods of absorbing production 
overhead. 

From the information givien below you are required to 

(i) 	 list four methods of absorbing production overhead and show the rates for each department in respect of the four methods. 

(ii) 	 compile a comparative statement showing, for each of the four methods chosen in (i) above, the total production cost 
attributable to job 1987. 

(iii) 	 state lorEACH department which rate you recommend should be used and why. 

(iv) 	 re-calculate (or re-state) the total production cost attributabk. to job 987 on the basis of your answer to (o) (ii) above. 

Data for the year. 

Machining 
Department 

Assembly 
Department 

Direct material 

Direct labour 

Production overhead 

Direct labour hours 

Machine hours 

£ 

£ 

£ 

I 1,0 

250,000 

300,W(1(1 

120,W8)11 

100,000) 

£ 

£ 

£ 

40.00(1 

450,0()0 

120,000 

180,00 

50,000 

Data relating to Job 987 

Direct material £ 8,000 £ 2,000 
Direct labour £ 2,500 £ 4,500 
Direct labour hours 1,000 1,500 
Machine hours 	 800 300 

2. 	 Cost Informationforproduct Costing ActivityBased Costing Method. 

from the following data 

(a) 	 calculate the manufacturing cost per unit of product%X, Y, Z using the Activity Based Costing method. 

(b) 	 compare the overhead cost per unit of these products calculated in (a) above, with those of the traditional costing system 
and comment briefly on your results. 

Data X 	 ZY 	 Total 

Direct Labour cost per unit £ 8.00 £ 12.00 	 £ 6.00 
Material cost per unit £25.00 £ 20.(X) £ 11.00 
Machine hours 11/3 1 2 76,00 hrs 
No. of production runs 3 

7 
20 

30 
No. of receipts 15 35 220 27(1 
No. of deliveries 9 203 32 
No. of production orders 15 1) 25 5(0 
Production and Sales Units 30,100 20,000 8.000 

Overhead costs 

£ 

Machines 760,000 

Receiving 435,(X)0 

Engineering 373, (X)1 

Set - up 30(0) 

Packing 250,1)0 
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Lobelia Ltd, a toy manufacturer, is considering whether to accept,an order for a New product for a trail period of one year. The 
following statement has been prepared, using data from conventional cost accounting records. 

Sales volume 12,000 units 
Sales Revenue (at price agreed with customer) £ 36,0( 
Costs
 
Material X (historical cost) 
 5,000 
Material Z (contract price) 9,000 
Manufacturing labour 10,000 
Depreciation of machine 4,000 
Variable overheads (30 per unit) 3,600 
Fixed overheads (80% of manufacturing labour 8,000 
Total cost £ 39,600 
Loss from new product £ 3,600 

(I) 	 Past Costs : Enough material X is in stock to produce 12.0)0 units of the new product. This material is included at its 
original cost of £5,000. It cannot now be sold or used for another product if it is not used, a disposal cost of£200 will have 
to be paid. 

(2) 	 Committed Costs Each unit of the new product requited two kgs. of nmaterial Z. Lobelia has a long - term contract to buy
24,000 kgs. of Z each year, at $ 37.5 per kg. (ic. £9,000 per annutn in all). The current buying price is $ 17.5 per kg. The 
material is used regularly by the company. 

(3) 	 Depreciation : 

(a) 	 The machine that will be used to manufacture the new product was purchased 3 years ago for £ 22,000. At that time 
its life was estimated at 5 years and its scrap value at the end of its life as £ 2,000. Lobelia Ltd. uses the straight line 
methods of depreciation. 

(b) At present the machine cannot be used elsewhere in the company. If the new product is not manufactured, the 
machine will be sold immediately for £ 7,0(X) It could he sold for £ 4,000) after being used for one year on the 
manufacture of the new product. 

(4) ,Fixed Overheads : In past years fixed ,verheads, which include items such as rent, rates and other administrative expenses,
have equaled approximately 80% of manufacturing labour. Allowance has been made for fixed overhead cost at that rate. 
All expenses included under this heading are expected to remain unchanged whether or not the contract is accepted. 

(5) 	 Other Opportunities: The labour to be used on the new product under consideration by Lobelia Ltd. is skilled, and the 
company is not able to replace it during the coming year, If the new product is manufactured, the company will lose cash 
profit on some other activitics amounting to £ 11,0)00. 

4. 	 Cost Informationfor PerformanceEvaluation 
The following figures were taken from the annual accounts of two electricity supply boards working on uniform costing methods. 

Mater reading, billing and collection costs: Board A Board B 

£000 	 £000 
Salaries and Wates of: 

Mater readers 	 150 240 
Billing & collection Staff 300 480 

Transport and Travelling 30 40 
Collection agency charges 20 
Bad debts 10 10 
General charges 100 200 
Miscellaneous 10 	 10 

600 	 1,000 

Units sold (millions) 	 2,00 9,600 
Number of consumers (thousands) 800 1,600 
Sales of electricity (millions) £ 18 £ 50 
Size of area (Sq. miles) 4,000 4,000 

Prepare i comparative cost statement using suitable units of cost. Briet notes should be added, commenting on likely causes for major 
differences in unit costs so disclosed. 
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Cost Information & Formulae 

Performance Evaluation of Electricity Boards Using LOTUS 123 

A B C D FE G H I 

Board A Board B 

£ 000 £ 000 
Salaries & Wages of Meter Readers 150 240 

Billing & Collation Staff 300 
Transport, Travelling Collation Agency 

480 
30 60 

Total Direct Expenses @SUM (G6.G8) @SUM (16.18)
General Charges 100 200 

Total Direct Expenses & General Charges (G IO+G II) 	 (110+111)
Bad Debts 10 10
Miscellaneous 10 10 

TOTAL EXPENSES @SUM(G13..G15) @SUM (113 ... 115) 

Units sold (Millions) 2,800 9,600
Number of consumers (Thousands) -	 80) 1,600
Sales of electricity (Millions) L 18 	 50
Size of area (Sq. miles) 4,000 4,000 

Cost Unit - 100 Consumers 
I) 	 Sales& Wages of Meters f (G6/G21) + 100 (16/121) + 100 

Reader / cost Unit 

2) Salaries & Wages of Billing & 
Collation Staff/ cost unit £ (7/G21) + 100 (17/121) + 100 

3) 	 Transport, Travelling &
 
Collecting Agency / cost unit 
 £ (G8/G21) +100 (18/212) + 100 

4) G. neral Charger /cost unit £ 	 (GI I/G21)+l00 (I1/121)+100 

Answer 

Performance Evaluation of Electricity Boards Using LOTUS 123 

Board A Board B 

Salaries and Wages of Meter Readers 150 340
 
Billing & Collection Staff 
 300 480
 

Transport, Travelling & Collection Agency 
 30 60 

Total Direct Expenses 480 7S0
 
General Charges 
 100 2(X)
 

Total Direct Expenses & General Charges 580 
 980
Bad Debts 10 10
Miscellaneous 10 10 

TOTAL EXPENSES 600 1000 
Units sold (Millions) 2,800 9,600Number of consumers (Thousands) 8(X) 	 1,600
Sales of electricity (Millions) 18 50
Size of area (Sq. miles) 4,000 	 4,000 

ost Unit - 100 Consumers 
(1) 	 Sales & Wages of Meter Readers/cost unit £ 18.75 15.00 
(2) Salaries & Wages of Billing & Collection Staff/cost unit £ 37.50 	 30.00 
(3) 	 Transport, Travelling & Coliecting Agency/cost unit £ 3.75 3.75 
(4) 	 General Charges/cost unit £ 12.50 	 12.50 
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DEVELOPMENT OF INTERNAL COST INFORMATION
 
FOR
 

COST CONTROL, PRICING, DECISION MAKING & PERFORMANCE EVALUATION
 

The Need for Cost Information. 

In any organisation, whether it is an industrial or commercial company, a commercial public corl:oration, statutory board or a 
department of central. provincial or local government, fot its activities cost information is essential. Routine cost information is 
required for operational activities such as procurement of materials, components and sUo-assenblics, employment of managers, 
workers and other staff and provision of services which include transport, flower supply, insurance etc. Specific cost information is 
essential for tactical and strategic managerial activities such as cost conlrol, pricing, decision inaking and performance evaluation. 

2. Cost Information for Government Departments 

In industrial and commercial enterprises, the emphasis is on running production units and warehouses at maximum cost and 
ensuring a required level of profit. 

However, in Government Departments the outlook is different. Funct;ons and activities of tost of the Government Departments 
are to provide services which are necessary and socially desirable for the well being of the community. Most of these services are 
not normally provided by the private sector because they are uasually of a non - profit making nature, and if a profit were to be 
made the general public probably would not be willing to pay. Thus the objectives of Government Departments are to provide the 
required. services as efficiently as possible in order to mininise the burden the tax payer. 

In Sri Lanka, only certain Government Departments such as Department of Smnall Industries, Department of Conmodity 
Purchases. Government Factory etc. are engaged in commercial activities. Other Government Departmnents perform wide range 
of activities such as National Defence, Justice and Courts Administration, Education, Health, Tax collection, Agrarian Services, 
Religious and Social Activities etc. 

Even though budgetary provisions are made through annual estimates and accounts and related schedules are submitted for 
accountability, detailed cost informations are nut available in most of these Government Departments. 

Properly designed and operated costing systems. In Government Departments would provide the following details and information 
for managerial decision making and action. 

(a) Classification and analysis of cost of products, :aervices, cost centres and profit centres, where appropriate. 

(b) measurement of the cost of every unit of goods or services and the development of relevant cost standards. 

(c) 	 determination of prices so as to cover costs and generate an acceptable level of profit, where appropriate. 

(d) 	 canvassing for subsidies if costs are high and therefore not socially desirable to sell at higher prices. 

(e) 	 provision of comparative cost data for different periods and activity levels. 

(f) 	 provision of actual figures of cost information with estimates and to serve as a guide for future estimates. 

(g) 	 identification of the areas of inefficiencies and the extent of the various forms of waste, whether of materials, time or 
expenses or in the use of machinery, equipment and other facilities. 

The purpose of suitable costing systems in Government Departments is not only to ascertain cost information of various functions 
and activities as stated above, but also t have control over costs to be cost effective and to develop suitable performance indicators 
such as. 

Cost of a case settled and the time taken for settlement by Courts, 

Cost per pupil for schools. 

Cost per bed day of indoor patients for hospitals 

Average BIT paid by companies and the cost ofcollection. 

Average Tax paid by companies and the cost of collection.
 

Average Income Tax paid by personal tax payers and the cost of collection.
 

-	 Retes collected per household for Local Authorities. 

- Cost of a ton of refuse collected by I ocal Authorities
 

- Cost per letter delivered
 

- Cost per telegram handled
 

- Cost per farmers problem settled
 

- Cost for a new variety of seed developed etc.
 

These performance indicators would help to measure the performance of functions and activities of Government Departments and 
to decide the resource allocation patterns for the preparation of annual budger estimates. 
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3 Development of Internal Cost Information 

3.1 Organisation of Cost Systems - Creation of Cost Centres, Profit Centres and Investment Centres. 

The fundamental elements of acosting system include the creation of Cost Centres, profit Centres and Investment Centres. 
Investment centres are the subsets of the organisation, profit centres are tile subsets of investment centres, cost centres are 
the subsets of profit centres. The centres are determined on the basis of the organisation structure, staffing, product mix 
service mix and activities. Cost centres are of two types, the first the "main" cost centre which may be either a production 
cost centre or service cost centre as the case may be, the second are the "support" cost centres ic. all the supporting services 
such as stores or maintenance which cater to the main cost centre. Suitable units of measurenent which are known as "cost 
units" are determined and then related to each main cost centre. 

The definitions of cost t:ui; 	 the Terminology published by tilecost center, profit centre and investment centre based on 

Chartered Institute of Management Accountants (CIMA) of the U. K. are as follows:
 
* Cost Unit :a Quantitative unit of product, or service in relation to which costs are ascertained. 

Cost Centre :a location, function or itemts ofequipment in respect of which costs may be ascertained and related to 

cost units for control purposs. 

Profit Centre :a segment of the business entity by which both revenues are received and expend.tures are caused or 
controlled, such revenues and expenditure being used to evaluate segmental performance. 

* Investment Centre :aprofit centre in which inputs are measured in terms of expenses, and outputs are measured in 
terms of revenues, and outputs are measured in terms of revenues, and in vhich assets employed are also measured 
- the excess of revenue over expenditure then being related to assets employed. 

3.2 Traditional methods of Cost Allotment 

3.2.1 Cost Allocation : 

The allotment of whole items of cost to cost centres or cost unit, i.e., items of cost are directly identified with acost centre 
without dividing (splitting) and allocat,-d to that cost centre or cost unit. 

3.2.2. 	 Cost Apportionment : 

For certain types of overhead cost, it is not possible to identify the whole of cost with one cost centre and therefore, it is 
necessary to divide these costs over several cost centres ott some agreed basis. e.g.. rent and rates are apportioned on the 
basis of floor area. 

3.2.3 	 Cost Absorption 

On completion of allocation and apportionment of overhead costs, these costs would accumulate with production / 
operation cost centers Finally, these costs should be allotted to cost units by means of rates (mostly pre-determined) 
separately calculated for each cost centre. 

Most commonly used absorption rates are, 
* Direct Labour Hour Rate for a labour intensive cost centre. 

eg. an assembly department. 

* Machine Hour Rate for a capital intensive cost centre. 

eg. a machine department. 

*. Cost Uni' Rate For a cost centre with a single product or for a finishing department. 

Inaddition, absnrption rates based on pereentagesi such as direct matetial porccntage rate and direct wagesgpei'centage rate, 
are also in use. 

3.3 Latest Philosophies of Cost Allotment 

The major criticism of traditional systems is that they are not "adaptive" with the changes taking place in the industrial, 
commercial and service sectors. Rather, it is argued that these cost accounting systems can mislead and misdirect. 

The following changes in the commercial environment are clearly noticeable : 
* In manufacturing, direct labour decreases in importance, overhead costs in design, development, marketing etc. 

become more important. 
* Products and services become obsolete mre quickly and it is necessary to respond and more quickly to the demands 

of the market. 
* Qualiiy of goods and services receives increasing emphasis. 

* Just In Time (JIT - see NOTE below) philosophies are increasingly adopted incorporating flexible manufacturing 

systems and greater automation. 

NOTE: 	 Just-in-time manufacturing is all about organising the production process so that inventories of raw materiel, work-in­
progress and finished goods are really kept under control and driven down to a minimum. The primary goal of a just-in-time 
approach is to have no more material than is absolutely necessary arrive at the plant exactly when it is ready to be used. 



Traditional Cost Accounting systems have been criticised for the following reasons : 

Direst labour is often used as an overhead absorption base. As the importance of direct labour diminished, this 
practice, which has been criticised on academic grounds, becomes unsustainable on practical grounds. 
Inclusion of overhead costs in stock encourages stock building, discourages stock reduction - hardly appropriate in a 

company wishing to adopt a JIT phiInnphy I
 

Cost a accounting has concentrated on control of manufacturing costs but it is the 'fixed' costs in tire business,
 
design, development, marketing etc. which are becoming increasingly important, Product costs are often 'locked in' 
to the product during design and development and these costs need to be managed early in the product lifecycle, not 
reported later against standards which incorporated existing technologies and production constraints. 

There have been a number of philosophies / approaches to tackle the above criticisms and two of which, tim Activity-based 
Costing and the Japanese Costing Systems are described below complex production management environment. The 2() products 
must be scheduled through the plant, and this requires frequent setups, inventory movements, purchase receipts and inspections. 
To handle this complexity tire support departments must be larger anrd more sophisticated. 

Kaplan and Cooper use the above example to illustrate that many costs vary not with the volume of itenis manufactured but with 
the range of items produced (i.e. the complexity of the production process). Complexity-related costs do not normally vary 
significantly in the short-term with the volume of production. If a change in volume does rot alter tire range of products then it is 
likely that long range variable costs will not alter but if volume stays constant and the range of items produced changes then 
support - department costs will vary accordingly. 

o) 	 Transaction-based Cost Drivers 

The output of a support department consists of activiries such as set-ups. inspections, materials handling and scheduling. Under 
most circumstances these costs will not vary in the ,lhort-terin but will eventually begin to rise as the increasing complexity of the 
production process places additional demands on support-departnents. Thus support departments grow intermittently. Kaplan and 
Cooper believe that the key to understanding what causes overhead costs (i.e. what drives these costs) is tle transactions 
undertaken by the support departments. Thus transactions undertaken by support departments. Thus transactions undertaken by 
support department personnel are the appropriate cost drivers. The following are some of the transaction based cost drivers which 
have been recommended by various writers : 

I. 	 the number of production runs undertaken drives production scheduling, inspection, material handling and set-up cost.; 

2. 	 tie number of goods received orders drives the costs of the receiving departnent; 

3. 	 the number of purchase, supplies and custormers orders similarly drives the costs associated with raw material inventory, 
work-in-progress and finished goods inventory. 

Other cost drivers which -iaplan and Cooper are experimenting with include average number of engineering change orders per 
mnouth, total number of vendors, the number of parts in an average product and the number of customner calls that are being made. 

Cost Centres in ABC 

With an activity-based casting system a cost centre is established for each cost driver. For example, the total cost of all set-ups 
might constitute one cost centre. To arrive at a charging-out rate, the total cost centre would be divided by the number of 
transactions that generated those costs. For example, if there were 100 set-ups during a period and the total cost traced to the cost 
centre was $ 100,000 then the charging-out rate would be $1,tX)0 per set-up. To determine tile set-up cost for a particular product, 
the number ofset-ups for the product would be multiplied by $1,0M(1. Activity-based costing would trace other non-volume related 
overhead costs to products using a similar approach. 

3.3.2. 	 Japanese Costing System-an "influencing" role. 

Japanese companies tend to use their costing systems not to identify precisely the resources which a particular product has 
consumed, but to 'influence' workers and management so that they work io hariony with company strategy. 

Highlevel Japanese managers seem to worry less about whether ain overhead allocation system reflects the precise dernands each 
1roduct makes on corporate resources than about how tire system affects cost-reduction priorities of niddle managers and shop­
floor workers. 

Labour may still be used as ain overhead absorption base because this encourages automation. hlead office costs may be (partly) 
allocated to divisions on tire basis of headcount in order to encourage headcount reductions. some overhead costs might be 
attributed to product on the basis of part count (where unique parts carry a higher weighting than common parts) thus encouraging 
commonalty and simplification. 

Another technique used in Japanese System is "Target Costing" This technique addresses the trends of shortening product 
lifecycles and a heavy proportion of costs 'locked in' to tie product during its early design and developlnent stages. 

A target price is first derived which is in line with marketing strategy and hence a target cost is estabhlished. This cost may be 
substantially in excess of that which is currently achievable but air iterative priocess involving design engineering, manufacturing 
engineering, procurement strategy etc. gradually reduces the cost toward target. The philosophy is very different from that of 
'standard' costing, which may enshrine existing technology and production practices in tie 'standard', 
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4. 	 Cost Information for Cost Control
 
Costing information systems could be developed to control costs in all possible areas 
of the organisation. By means of planning
and budgeting procedures, introducing proper documentation, and suitable monitoring procedures detailed cost control procedures 
could be introduced in tie following areas of a manufacturing concern. 

Research and Development
 
Testing the prototype
 
Test marketing
 

Purchasing of materials
 
Storage of materials, components and sub assemblies
 
Material usage
 

Recuitment and maintenance of personnel records
 
Direct labour utilization
 
Allocation of supervisors and foremen
 
Labour training and Management Development
 

Production planning 
Plant and machinery utilization
 
Usage of tools
 

Power consumption
 
Usage of lubricants, oils and other consumable 

Maintenance of plant, machines, buildings and other equipment 
Storage of spare parts and consumable
 
Material handling and other production support services
 

Administration
 
Finance
 
Other supporting functions
 

Storage of tinished goods
 
Disposal of substandard items and rejects
 
Identification of fast moving and slow moving items
 
Disposal of surplus and obsolete items 

Allocation of salesmen and delivery vehicles
 
Salesmen Travelling and calls made
 
Advertising and publicity
 
After sales services
 

Similar areas for cost control couid be developed for trading organizations and service industries. 

One of the specialized cost accounting techniques is known as standard costing and variance analysis could be used in most of the 
areas ofcost cohtrol mentioned above. This technique relates to the concept of "management by exception" or exception reporting,
that is, whether favorable of adverse, only wide variances would be reported, for corrective action, Variance analysis could be 
made either in absolute terms or relative terms the latter by using percentages. If variances are analyzed in relative terms, 
parameters need not be changed from time to time, for the purpose of exception reporting. This is one of the main advantages of 
variance analysis in relative terms. Mathematical or quantitative models could also be used in most of the areas of cost control 
mentioned above. Examples of popular applications are given below : 

* 	 Stock Control Model - to set stock control parameter, Reorder Levels, Maximum Levels, Minimum Level etc., and to 
determine the Economic Order Quantity with a view to minimize costs. 

* 	 Transportation Technique - to minimize the internal transport costs. 

* 	 Linear Programming Techniques - to allocate jobs and workers to machines. 

* 	 Network analysis - for production, planning and control. However, these are relatively sophisticated techniques, 
which may be attempted, once the simpler ones are mastered. 

5. 	 Cost Information for Pricing 

Whether in public enterprises or private sector organizations pricing is one of the important aspects in the competitive environment. 
It is an absolute must that management should continuously monitor changes in prices taking into account the impact of both 
internal and external variables. 

Whether the pricing is cost based or otherwise, correct costing and timely cost information reports are important in brder to know 
the profit or loss of a product or service and to take suitable and timiely action. In other words, whether the organization is operating 
under perfect competition, monopoly or monopolistic competition, finding correct and timely costs of its products or services is a 
vital aspects for short term profitability and long term viability. Cost based pricing could be of three types, variable cost plus 
markup, production cost plus markuD and total cost nlus marktin 
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6. 	 Cost Information for Decision making 
As stated in para I) & 2) above, Cost infornmation could well be used at all levels of tnanagerial decisions. Day to day cost 
information is used in operational decisions. Information systems related to periodic monitoring procedures possibly incorporated 
with mathematical or quantitative nodels could be used in tactical decisions. Marginal cost inforiiation, Relevant cost inforlnation 
etc., could be used for certain strategic decisions. Examples of such strategic decisions are as follows.: 

(a) 	 Accepting or Rejecting a Special Office. 

From time to time the management of a company may be approached with an order to produce products at a price lower 
than full absorption cost. It may be considered that special orders should be accepted provided tie selling price exceeds 
variable cost thus yielding a contribution. 

(b) 	 Shut Down Decisions 

In shut down decisions we avoid the inclusion of fixed costs into product costs. Shut down decisions are usually of two 
types : 

I. 	 discontinuance of a product line or product in a multi product situation. 
2. 	 total discontinuance of production in tile short-term. 

(c) 	 Make or Buy Decisions 

Frequently management are faced with the decision whether to make a particular product or component or whether to buy 
it in. Apart from overriding technical reasons, tile decision is usually based of an analysis of the itiplications. 

In general the relevant cost comparison is between tile Inarginal cost of manufacture and the buying in price. However, 
when manufacturing the component displaces existing production, the contribution must be added to the marginal cost of 
production of the component before comparison with tile buying in price. 

(d) '.Extra Shift Decisions 

'Extra shift decisions are concerned with whether or not it is worth opening up an extra shift for operations, typically from 8 
hours a day to a24 hour round - the - clock service, or frort a weekday-only service to Saturday services as well. 

Departmental stores and supper markets opening oii Sundays and sole clearing banks opening branches on Saturday 
morning are certain examples of "extra shift" working in non-nanufacturing sector. 

(e) 	 Product Mix Decisions 

Where acoinpany produces more than one product, and is operating at or near full capacity, decisions have to be niade, as 
to what products to concentrate ott or what orders to accept. Marginal costing, with its contributional approach, supplies the 
correct date for this type onfdecision lnaking, because overall profitability is deteririned by [Ine product which iiakes tIne 
largest total contribution to 

iii) 	 all overhicads absorbed. Fixed overhead absorption is always irrelevani, since it is overheads to be incurred which 
affect decisions. lhuowever, variable overhcad co ,r aire ustally relevantr. 

(c) 	 A relevant costs is one which arises as adirect consctenhertce nf a decisiorn. Thus. only costs which will differ under sore or 
all of the available opportunities should be considered, relevant costs are therefore solnetinies referred to as, increlmental 
costs or differential costs. 

Cost Information for IPerformance Evaluation
 
The performance evaluation of'cost centres, profit centres and investment cenlres could be measured in tie following bases.
 

i. 	 On a tirme series basis 
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Variable cost plus markup pricing is based on marginal costing principles which treat fixed costs as period costs to be written off 
from the contribution earned during the period under consideration. Contribution is defined as the sales revenue less variable costs. 
Since the fixed costs (ie. all fixed costs, production, administration and marketing costs) are not taken into consideration in 
ascertaining variable costs plus markup pricing, it is necessary to have an adequate markup to cover all fixqd costs. In this method 
of pricing, at the end of the accounting period, it is necessary to have an analysis to check whether the markup was adequate to 
cover the fixed costs and the targeted profit. 

The production costs plus markup pricing is based on the absorption costing principle. By this method the fixed production 
overhead should be absorbed using one of the bases of overhead absorption mentioned in para 3. 2. 3 above. The markup should 
be set to cover administration and marketing overheads and profit. 

The total costs plus markup pricing is similar to production costs plus markup pricing. In this case, in addition to n - absorption of 
production overheads, administration and marketing overheads should be absorbed (or charged) to find the total cost of tie 
product. Since the total cost is covered the entire markup would be for profit margin. In this method ofpricing the administration 
and marketing overheads would be absorbed using a percentage related to production cost or selling price. For an accounting 
pericd this percentage would be determined based on past experience. Inthe cases of cost based pricing particularly for tiletotal 
cost plus method, it is essential to use correct bases and methods to apportion (both primary and secondary apportionments) and to 
absorb common costs. 
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compare the performance of a particular period with the previous or the same period of thc previous year. On this basis, the 
trend of performance also could be observed over a long period. 

ii. 	 On a cross section basis 

compare the performance ofone centre with another centre. In this case it would be possible to compare the performance of 
two or more centers with same or similar activities. 

Cost Information & Formulae 

PerformanceEvaluationofElectricity Boards Using LOTUS 123 

A B C D E F G H 1 

Board A Board B 

£' 000 

Salaries & Wages of Meter Readers 150 240 
Billing & Collection Staff 3t00 480 

Transport, Travelling & Collection Agency 30 60 

Total Direct Expenses @SUM (G6..G8) @SUM (16.18) 
General Charges 100 2(X) 

Total Direct Expenses & General Charges (G 10+G II) (110+111) 
Bad Debts 10 10 
Miscellaneous 10 10 

TOTAL EXPENSES @SUM(GI3..G15) @SUM (113.. 115) 

Units sold (Millions) 	 2,800 9,600 
Number of consumers (Thousands) 800 1,600 
Sales of electricity (Millions) 18 50 
Size of area (Sq. miles) 4,000 4,000 

Cost Unit - 100 Consumers 

(I) Sal & Wages of Meter Readers / cost unit f (G6/G2 I)* 100 	 (16/121) * 100 

(2) 	Salaries & Wages of Billing & 
Collection Staff/cost unit £ (G7/G21) *100 (17/121)*10() 

(3) 	Transport, Travelling &-Clet . , , 
Agency /codsunit £, ?(G8/G2$)*IOU (18/121)*1(X) 

(4) General Charges/cost unit 	 £ (GI I/G21)*I(X) (I11 /121)*1() 

profits. It involves identifying the limiting factor which constrains the ability to produce output and concentrating on the product 
which maximises contribution per unit-of this limiting factor. 

Limiting Factor 

A factor which at any time or over a period may limit the activity of an entity. often one where there is shortage or difficulty of 
supply. 

(0 Decisions Based on Relevant Cost 

Costs appropriate to aiding the making of specific management divisions CIMA Terminology. 

A relevant cost is a future cash flow arising as a direct consequence of a decision 

(a) 	 Relevant costs are future costs. 

i) A decision is about the future : it cannot alter what has been done already. 
ii) The concept that bygones are bygones relates not only to labour, but also to all historic costs or materials, machinery 

and other items. 
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iii) 	 Costs that have been incurred include not only costs that have already been paid, but also costs that are the subject of 

legally binding contracts, even if payments due under the contract have not been made. These costs are known as 

"committed" costs. 

(b) 	 Relevant costs are cash flows 
additional cash spending

Only cash flow information is required. This means that costs or charges which do not reflect 

should be ignored. These include: 

i) 	 depreciation, as a fixed overhead incurred; 

ii) 	 notional rent or interest, as a fixed overhead incurred. 

COST INFORMATION FOR PRODUCT COSTING - TRADITIONAL METHOD 

A manufacturing company wilh machining and assembly departments seeks your advice about methods of absorbing production 

overhead. 

From the information below you are required to 

list four methods of absorhing production overhead and show the rates for rates for each department in respect of the four 
(i) 

metlhods. 

(ii) 	 compile a comparativc statement showing, for each of the four methods chosen in (i) above, the total production cost 

attributable to job 987; 

(iii) 	 state for EACII department which rate you recommend should be used and why; 

(iv) 	 re-calculate (or re-slate) the total'production cost attributable to job 987 on the basis of your answer to (c) (ii) above. 

Data for the year 
AssemblyMachining 
DepartmentDepartment 

£ 40,000£ I0(,(X)()Direct material 
£ 480,000£ 250,00Direct labour 
£ 120,000£ 3(X),tX)0Production overhead 

180,0001200)0Direct labour hours 
50,000I 0,(X)Machine hours 

Data relating to Job 887 
2,000£ 8,()(00 	 £

Direct material 
£ 4,500£ 2,500Direct labour 

1,500I ,0x) Direct labour hours 
3008,00Machine hours 

Cost Information fir ProductCosting 

Activity Based Coding Method 

From the following data, 

Activity Based Costing' method. 
(a) 	 calculate the manufacturing cost per unit of products X, Y, Z usinl' tl' 

cost per unit of these products calculated in a ) above, with those of the traditional costing system and 
(b) 	 compare the overhead 

comment briefly on your results. 

)ata : X V Z Total 

Direct Labour cost per unit £8.(X) £ 12.(X) £ 6.00 

Material cost per unit 

Machine hours 

£ 25.00 

I 1/3 

£ 20.(X) 

I 

£ I . 

2 76,000hrs 

No. of production runs 

No. of receipts 

No. of deliveries 

3 

15 

9 

7 

35 

3 

20 

220 

20 

30 

270 

32 

No. of production orders 15 I) 25 50 

production and Sales Units 30,000 20,00(1 8,0(X) 
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Answer
 

PERFORMANCE EVALUATION OF ELECTRICITY BOARDS USING LOTUS 123
 

Board A Board B 

100) £'000 
Salaries &Wages of Meter Readers 150 240

Billing &Collection Staff 300 
Transport, Travelling &Collection Agency 

480
 
30 
 60 

Total Direct Expenses 480 780
General Charges 100 2W0 

Total Direct Expenses &General Charges 980580 
Bad Debts 10 10Miscellaneous 10 10
 
TOTAL EXPENSES 
 600 1000 
Units sold (Millions) 2,800 9,600
Number ofconsumers (Thousands) 800 1,600Sales of electricity (Millions) f 18 50Size of area (Sq. miles) 4,000 4,000
 

Cost Unit - 100 Consumers
 
I) Sal, & Wages of Meter Readers I cost unit
 

£ 18.75 
 15.00 
2) Salaries &Wages of Billing & Collection Staff/ cost unit £ 37.50 

3) Transport, Travelling & Collecting Agency / cost unit £ 3.75 

4) General Charges / cost unit 12.50
 
Overhead costs 


Machines ­
760,000 

Receiving 435,000 
Engineering 373,000 
Set-up 30,000 
Packing 250,000 

3. Relevant Cost Information for Decision Making 
Lobelia Ltd, a toy manufacturer, is considering whether to accept an order for a new product for a trial period of one year. The 
following statement has been prepared, using date from conventional cost accounting records. 

Sales volume 12,000 units
Sales Revenue (at price agreed with customer) £ 36,00(0 
Costs: 

Material X (historical cost ) 5,(X)0
Material Z (contract price) 9,000
Manufacturing labour 10,000
Depreciation of machine 4,00()
Variable overheads ($30 per unit) 3,6X)
Fixed overheads (8(1% of manufacturing labour) 8,000 
Total cost £ 39,6(X)
Loss from new product £ 3,6(X)
 

) Past Costs : Enough materiel X is in stock io produce 12,(X)0 units of the new 
product. This material is included at itsoriginal cost of £5,(XX). It can now be sold or used for another product; if it is not used, adisposal cost of £21X) will have to 
be paid. 
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2) 	 Committed Costs : Each unit of the new product required two kgs. of material Z. Lobelia Ltd. has a ling-term contract to 
buy 24,000 kgs. of Z each year, at $37.5 per kg. (ie.£9,000 per annum in all) The current buying price is $17.5 per kg. The 
material is used regularly bv the company. 

3) 	 Depreciation: 

a) 	 The machine that will be used to manufacture the new product was purchased 3 years ago fir £22,000. At that time 
its life was estimated at 5 years and its scrap value at tie end of its life as £2, 0). L.obelia Ltd. uses the straight line 
methods of depreciation. 

b) 	 At present the machine cannot be used elsewhere in the company. If the new product is not manufactured, the 
machine will be sold immediately for £7.(X0. It could be sold for £4.00 after being used for one year on the 
manufacture of tie new product. 

4) 	 Fixed Overheads : In past years fixed overheads, which include items such as rent, rates and other administrative expenses,­
have equalled approximately 80% of manulacturing labour. Allowance has been made for fixed overhead cost at that rate. 
Allowance has been made for fixed overhead cost at that rate. All expenses included under this heading are expected to 
remain unchanged whether or not the contract L accepted. 

5) 	 Other Opportunities : The labour to be used on the new product under consideration by Lobelia Ltd. is skilled, and the 
company is not able to replace it during the coining year. If the new product is manufactured, the company will lose cash 
profit on some other activities amounting to E I ,O(X). 

Cost Information for Performance Evaluation 
The following figures were taken from the annual accounts of two electricity boards working on uniform costing methods. 

Mater reading, billing and collection costs : Board A 	 Board B 

Salaries and Wates of Meter readers 150 	 240 
Billing & collection Staff 300 480 

Transport and Travelling 30 40 
Collection agency charges -- 20 
Bad debts 10 10 
General charges 	 100 200 
Miscellaneous 	 10 10 

600 	 1,000 

Units sold (millions) 2,800 9,6(00 
Number of consumers (thousands) 800 1,600 
Sales of electricity (millions) £ 18 £ 50 
Size of area (Sq. miles) 4,000 4,000 

Prepare a comparative cost statement using suitable units of cost. Brief notes should be added, commenting on likely causes for major 
differences in unit costs so disclosed. 



AND COMPUTER 
Word Processing is the use of
 

C puter as a typewriter.
 

Computer keyboard is the same as
 

the typewriter keyboard,
 

with sace additional keys.
 

It is possible to type in
 

SINHALA
 

ENGLISH or 

TAMIL
 

with the same Computer, same keyboard
 

Ccnputer offers many facilities 

uhich the typewriter will not 

Some of them are: 

a Dictimary for spell check, 

a Thesaurus for getting 

similar words, 

ability to have pictures in documents. 

C 0) II]PII[T' IF1JR, 
AND IT'S CAPABILITIES 

COMPUTER IS A VERY FAST
 

CALCULATOR
 

IT CAN DO VERY COMPLEX 

ARITHMETIC OPERATIONS
 

ACCURATELY!
 

QUICKLY!
 

IT CAN STORE INFORMATION
 

IN LARGE VOLUMES! 

IN A SMALL SPACE!
 

AT A LOW COST!
 

WE CAN GET BACK INFORMATION
 

STORED IN THE COMPUTER
 

QUICKLY!
 

IN DIFFERENT FORMATS! 

INFORMATION STORED IN THE COMPUTER IS SHARABLE! 



C (C))u Nil Jt I "N.VlJES 
AND DAIABASES 

FILE is a collecticn of'in formation 

stored inthe conputer.
 

A collection of files is cal'.ed a MTABASE 

Computers can have very large databases. 

From databases we can get; 
Selected information we need, 

In a particular format we need, 

In a particular order we need, 

Information created using inforracion 

already we have in the database, 

Quickly and easily. 

A set of easy to use English like ccmrands 

is enough to get this information out. 

One example is 

DISPLAY ALL PEOPLE, AGE, SEX, VILLAGE 

When you are using a date'ase of people, 

which contains age, sex an(4 village etc. 

SPREADSHEET 
PROCESSING 

Many of the common calculation problems 

can he in a table form, 
i. e. Rows and columns. 

Spreadsheet allows to create a tble 

in the ccmputer. 

An electronic set of 
Rows and Columns. 

In this electronic sheet you can have 

WORDS and PHRASES 

NUMBERS and FORMULAS, 

and do calculations fast. 

When you change numbers
 

results of calculations in the sheet 

will change automatically 

This will avoid the problem of 

recalculation. 
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COM111VJ-iIR 
GRAPHICS 

COMPUTER GRAPHICS ARE PICTURES 
DRAWN USING THE COMPUTER 

USING THE COMPUTER IT IS POSSIBLE
 

TO DRAW THE FOLLOWING QUICKLY, EASILY:
 

- PICTURES IN MULTIPLE COLOURS 

- LINES, BOXES,. CIRCLES ETC. 

- BAR CHARTS ETC TO REPRESENT INFORMATION 

- MOVING PICTURES 

- PICTURES WITH SOUNDS
 

- SIGN BOARDS
 

- BANNERS WITH SLOGANS ETC. 

LOTUS 

STARTING LOTUS 

INSERT DOS DISKETTE and press ENTER key.
 
When a> is displayed
 
REMOVE DOS DISKETTE and INSERT LOTUS DISKETTE.
 
Type LOTUS and press ENTER key. 

You will be viewing a screen with the following commands appearing on the top. 

1-2-3/ PRINT GRAPH / TRANSLATE / INSTALL / VIEW / EXIT.
 
Highlighted bar is the 
menu pointer. The menu pointer now highl;ghts 1-2-3, Below this choice is the description of the 
highlighted menu items, sometimes referred to as sub menu. 

WORKSHEETS / GRAPHS / DATABASE PROGRAM 

You can move the menu pointer to other menu items by pressing the right and left ARROW keys/ 

Note changes in description as highlighted item is changed. To select any menu item move the menu pointer to that menu item and 
press ENTER. 

To start work on the worksheet highlight 1-2-3 from the access system and press ENTER. Then your screen displays the blank 
worksheet. 

WORK,".IEET 

There are 256 columns labeled a through IV.
 
8122 rows numbered I through 8192
 
Each column is described by a LETTER / LETTERS.
 
Each row is described by a NUMBER.
 

CELL POINTER 

Now the cell pointer in Al. The top line reids where cell pointer is currently located.
 
Cell pointer is the highlighted bar in the worksheet.
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The intersection of acolumn and row forms a cell. e.g. A and I. 

MOVING AROUND THE WORKSHEET 

You can move the cell pointer to different places in a workshect by using ARROW keys.
 
Note change in reading of top line as cell pointer moves to another location.
 
At the upper right corner you get mode indicator. If mode indicator is READY you can enter text or numbers in the worksheet.
 

ERASE 

The computer will request you to enter the range you want to copy to. Type B2. H2 and press ENTER. Copying takes place. 

COLUMN WIDTH 

Keep the cell pointer in column A to increase the column width. 

Select the main menu and execute the WORKSHEET command and sub-comnimand COLUMN. Select the option given SET 
WIDTH and giver the width number as is and press ENTER. TYPE ROW 3, ROW 4, DETAILS 
Now type A5 to C7 details. 

FORMULAS 

Formula must begin with a + sign i. e. +B5*C5
 
Select MAIN MENU
 
Select COPY command.
 

Enter range to copy from. It will indicate D5..D5. This is correct then press ENTER. Enter range copy will appear. It will now read 
D5 Type a. you will see D5...D5 and then press down ARROW key to highlight range to copy to and then press ENTER. 

Keep the cell pointer at 139 and type the formula +B5+B6+B7
 
Keep the cell pointer at D9 and type the formula +D5+D6+D7
 

ERASE OR CORRECT!NG ERROR IN CURRENT CELL 

To erase cell contents keep the cell pointer in that cell and press the SPACE BAR key and then press ENTER key. You will notice 
that thc cell contents will be blank. 

Correct an entry in a cell keep the cell pointer in that cell and type the new entry. You will notice that the new entry will replace 
earlier entry. 

SORTING 

AB 

NAME ADM. NO 
I. MIHIRI 1 
2. SURESHI 2 
3. HARSHI 3 RES r AVAILABI t.;jj' 

4. DHARSHI 4 
5. CHANDRIKA 5 
6. JOY 6 

Enter the above date in your 1-2-3 worksheet. i. e. column A, B 

Student name and the admission number is given for each student. Now we will sort above records in asc nding order to names. 

SORT 

Select the MAIN MENU. Move the menu pointer to menu item DATA.
 
In the sub menu i. e. line 3 you will see the SORT command available.
 
Execute DATA command and then execute SORT command Select DATA-RANGE to be sorted i. e. A2....B7 and press
 
ENTER.
 
Again precious. The menu will appear oi ton.
 

Now you select the PRIMARY KEY.
 
The Computer will request primary sort key.
 
Specify one key in the data to be sorted. i. e. A2 or A5 and press ENTER key.
 

Computer will request sort order ascending or descending.
 
Type sort order say A and press ENTER.
 
Then execute the GO conmnond.
 

NOTICE THAT YOUR DATA'.IS 90&.D IN ASCENDING OkDEW"O STUDEi' 

http:DATA'.IS


RAISING YOUR ENTIRE 1-2-3 WORKSHEET 
Sele t the MAIN MENU execute the WORKSHEET conmad and the sub-command ERASE 

Now the prompt will display 

NO YES
 
DO NOT ERASE THE WORKSHEET; RETURN TO READY MODE
 
The menu " -inter is inmenu item NO. Move the menu pointer to menu item YES and press ENTER key to erase the entire 1-2­
3 worksheet. 

GRAPHS 

POPULATION GROWTH 

YEAR 1950 TO 1980 

A B C D E
 
I
 

2 
3 
4 1950 1960) 1970 1980 
5 COUNTRY
 
6. SRI LANKA 750000 950000 1100000 1300000 
7. INDIA 1500000 1800000 2000000 2175000 
8. CANADA 900000 1ItX)00 1300000 1500000 
9. AUSTRALIA 600000 700000 8X0000 900000 

GRAPH 

Enter the above details inyour 1-2-3 worksheet.
 
After entering data type / to select the MAIN MENU and execute GRAPH command and subcommand TYPE.
 
You will notice 5 different types of graphs.
 

TYPE 

(I) LINE
 
ie. LINE, BAR, XV, STACKED-BAR,PIE
 
Now the menu pointer lies on the LINE graph.
 
Press ENTER key to select LINE graph. (default type is line) 
After you press ENTER key the menu will display the sub menu and the cell pointer lies on subcommand TYPE. 

X-RANGE 

Move the menu pointer to X (X-range)
 
X indicates X AXIS
 
Now your menu pointer is on X. We will select X a:
 
YEAR. Press ENTER to select X axis range. Specify the X axis ranges and press ENTER. B4...E4.
 
Since you are using the graph type as line it will take x axis as label. If it isXY graph then itwill take it as VALUE.
 

DATA RANGES. 
There are altogether 6 data ranges available (A, B,C, D, E, F) on Y AXIS. 
To select Y axis move the menu pointer to menu item A and press ENTER key.

Now specify the first data range and press ENTER key ie. B6..E6.
 
Move the menu pointer to next data range and press ENTER key. Follow the same procedure for other data ranges alsv.
 

VIEW 
Select the command VIEW to draw the graph now you will notice that each line on your graph will have a particular symbol. this is to 
differentiate one line with another. 

NAME THE SYMBOL 
You have to give name for each symbol to identify which symbol represents which line. 
To give a name first press ESC to come out from graph screen. 

LEGEND
 
Now you are in the worksheet. Execute the command OPTION aid select the function LEGEND by press ENTER key. 
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Now you will see 6 data ranges.
 
Select the first data ranges A by press ENTER key.
 
Here you should give a name to identify data range A.
 
ie. SRI LANKA
 
After entering the name press ENTER key.
 
Your menu pointer is still on LEGEND function.
 
Now press ENTER key and select the data range B and give a name.
 

Follow the same procedure for other data ranges also.
 

Press ESC to go to the previous menu and execute the VIEW command. Your graph is displayed on the screen.
 
You will notice that each symbol name is given under the X axis.
 

TITLES 

Press ESC key.
 
To give titlcs execute the OPTION command and select the function TITLES.
 

Menu will display FIRST, SECOND, X-AXIS, Y-AXIS.
 

a. FIRST 
Press ENTER key to select the function FIRST. Give a name for the giaph. This name will appear as heading. After giving the 
name press ENTER key. 

b. SECOND 

You are in the TITLES function again. Press ENTER to select the TITLES again. Select the function SECOND and give a name. 
This name will appear as sub heading. 

FILES HANDLING 

STUDENT NUMBER 

ARUL I 

RAJU 2 
JACKY 3 

ANJALO 4 
ROJER 5 

Enter the above details on your 1-2-3 worksheet. 

SAVE
 

FILE 
To save a worksheet select the MAIN MENU and execute FILE command and the subcommand SAVE. 

At the prompt you will see.a statement 

ENTER SAVE FILE NAME :A: \
 
(remember that your system disk is in drive A)
 

To save the file in a working diskette input the formatted diskette in drive B. Since you want to save it in drive B press ESC key.
 
Now Type the file name and press ENTER key.
 
ic. B: HELLO (HELLO is the name of the file)
 
(File name can go tip to 8 characters, you can use character A to Z and 0 to 9 to name a file)
 

You will notice a sound and the red light on drive B.
 

QUIT 

Select the MAIN MENU and execute QUIT command to leave the 1-2-3 worksheet. 
Move the menu pointer to YES and press ENTER key to exit from the worksheet. 

RETRIEVE 

Now we will retrieve our worksheet to see weather our file name HELLO is saved. 

If your menu pointer is in 1-2-3 then press Enter to go iti to the I-2-3 worksheet. 

To retrieve a worksheet first select the MAIN MENU and execute FILE comnnand and the subcommand RETRIEVE. 

At the prompt you will see a statement. 
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NAME OF FILE TO RETRIEVE :A: \
 
Since you want to retrieve a file from drive B press ESC key.
 

c. X-AXIS
 
Again execute the TITLES and select the function X-AXIS Give a name to refer the X axis. ie. YEAR.
 
D. Y-AXIS
 
Follow the same procedure and give a name to Y-AXIS. 
ie. POPULATION. 

Press ESC and VIEW the graph. You will see acompleted GRAP 
Press ESC to come out from the graph screen. 
(2) BAR
 
Now execute theTYPE command. Move the menu pointer to BAR and press ENTER to select the BAR graph.

Execute the view command. Tile screen displays a BAR graph.
 
You can do the same procedure to select
 

(3). STACKED-BAR graph 
In this lesson we will learn how to save, retrieve, replace, erase a file. We are assuming that you don't have a HARD DISK. 

FILES HANDLING 
Type B: and press ENTER key. 
Your prompt displays 

NAME OF FILE TO RETRIEVE :B: \ * wk? 
Between the above message and the horizontal border you get tile file names displayed. 
Type the name of file to be retrieved and press Enter key or use the right ARROW key to !ocate the pointer, at your file and press
ENTER key.
 
(If your file name is not displayed on the screen then use the RIGHT arrow key to see more files)
 
Your file is now displayed on the screen.
 

Now include the following details in your 1-2-3 worksheet.
 

SIDIJ 6 
DIAS 7 
DILIP 8 

REPLACE 

Now we will save the additional data in the game file. 
To do that select the MAIN MENU and execute FILE command and subcommand SAVE. 
At the prompt you will see a statement 

ENTER SAVE FILE NAME :B: HELLO 

(HELLO is the tile name) 
Now you can save the changes in tile same file. To save the changes in the same file press ENTER key.
Your menu displays two commands CANCEL and REPLACE. Select the REPLACE command to replace the changes that you

have made to the file.
 
If you don't want to replace then select the command CANCEL
 
When it is replacing your file you will here asound and the red light on drive B.
 

HOW TO ERASE A WORKSHEET FILE 
To erase a file select the MAIN MENU and execute FILE conmand and subcommand ERASE.

Since you want to erase a worksheet file select tie function worksheet.
 
The prompt displays
 

ENTER NAME OF FILE TO ERASE :A:\ 

Since you want to erase a file that is in drive B press ESC key.
Now type the drive name ie. B: and the maine of the file to be erased. ic. HELLO and press ENTER key.
Now the prompt displays 

NO YES 
CANCEL COMMAND - DO NOT ERASE 

Move the menu. Pointer to YES and press ENTER key to erase your file. 
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CHECKING YOUR FILE IS ERASED 
To check your ile is erased select the MAIN MENU and execute FILE command and subcomomand retrieve. Press ESC key and
 
type B:
 
Enter the name of the file to be retrieve.
 
If your file is erased at left down corner you will see a maessage FILE DOES NOT EXIT and at top right a message ERROR will
 
appear.
 
Now press ENTER key.
 

SAVING A FILE WITH PASSWORD
 

Enter some data in your worksheet.
 
To save select the MAIN MENU and execute FILE command and the srbcommand ASVE. Press ESC key.
 

Now enter the file name and leave a space and then type P and press ENTER key.
 
ENTER PASSWORD:
 

Type 12345 and press ENTER key.

(when you type password you cn use character as well as numbers. In the case if you forget the password you can't retrieve the
 
file.)
 

The prompt displays
 
ENTER TO VERIFY:
 

Now type the password again and press ENTER key.
 
Your file is saved with password.
 

RETRIEVE A FILE THAT IS PROTECTED BY THE PASSWORD. 
Select the MAIN MENU and then execute the FILE command and the srbcommand RETRIEVE.
 
Now enter the file name and press ENTER key..
 
The prompt dispalys
 

ENTER PASSWORD.
 
Type the password and press ENTER key
 

INTEGRATED DIVISIONAL SECRETARIAT 
The Government has decided to take the administration to the people by further decentralising the functions to the local level. With 

this in mind. a new administrative system has been set up to achieve the following objectives:­

(a) 	 The delivery services to the people undertaken at the Local level. 

(b) 	 The people get their needs attended to at the level closest to where they live. 

(c) 	 Increase the accountability to the people. 

(d) 	 Provide ameans at the local level for the Implementation of national and Provincial Policy on matters that must concern the 
people. 

02. 	 Most of the subjects and functions which have direct bearing on the day - today life of the people have already been devolved to the 
provincial Council under the 13th amendment to the constitution. 

Implementation of these activities are effected through the Divisional Secretaries under the direction of the Chief Secretaries. 

03. 	 Under the new system it is proposed to further decentralise; 

(a) 	 The activities currently performed at the District level, 
(b) 	 Operational activities touching the day-today life of the people currently performed at national level Ministries and 

Department, 

(c) 	 The activities that are still remaining with the
 

Hindquarters of the Provincial Council but could be attended to effectively at the local level.
 
04. 	 The functions of the Divisional Secretary would be; 

(1) 	 Co-ordination of activities of Ministries and Department at Divisional level. 
(2) 	 Co-ordination of activities of the Provincial Council at Divisional Level. 
(3) 	 Carrying out of functions decentralised by line Ministries, Departments and Provincial Council. 

(4) 	 Collection of Revenue. 

(5) 	 Performance of Welfare activities. 
(6) 	 Planning and Implementation of Development work at Divisional Level. 
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05. 	 If the decentralisation to be successful, aproper accounting system should be installed at tie I.D.S. Most of the Provincial Councils 
have appointed Divisional Secretaries as Accounting Officers and treated the organisation as an 'A' Class Department. They would 
be appointed as Accounting Officers for Central Government functions as well. Separate Bank Account should be opened by 
Divisional Secretaries in respect of financial activities decentralised by the Government Agents and line ministries. The. General 
Treasury should devise a method of supplying the monthly imprest. This could be done in three ways. 

(1) 	 Sending the imprest direct, 

(2) 	 Through the Chief Secretary, 

(3) 	 Through the respective line Ministries or Departments as the case may be. 

06. 	 The third one would be really cumbersome and unvieldly but has to be continued for some time till asuitable arrangement is made. 
Treasury should also arrange a reporting system for Divisional Secretariat. The Kachcheri System with modifications could be 
adopted if the imprest is given by the Treasury direct. There is no clear-cut decision as yet whether the Divisional Secretary would 
be given a separate Head of Expenditure. 

FUNCTIONING OF THE DIVISIONAL SECRETARIATS 

DISCUSSION ON PRACTICAL PROBLEMS. 

The Divisional Secretariats were set-up with the following main objectives in view :-

I, 	 The delivery of services to the people is undertaken at the local level in direct repoI,,e to the needs of the people. 

2. 	 Implementation of National and Provincial Policies, Plans, Programmes and Ioio, , it the Divisional Level. 

In order to achieve the above objectives the following functions are carried-out by the Divisional Secretariat 

I. 	 Administrative and Regulatory functions. 

2. 	 Preparation and implementation of an Integrated Development Plan. 

3. 	 Agency functions of Govt. and Provincial Council 

4. 	 Co-ordination of Administrative and Development activities. 

Staffing: 

The staff working in the Divisional Secretariat at present consists of; 

1. 	 Staff originally approved by the Salaries and Cardre committee, and appointed by the Provincial Council. 
2. Officers appointed by the Provincial Council and transferred to Divisional Secretariat with further decentralisation 

of functions. 

3. 	 Officers appointed by the Govt. 

4. 	 Officers transferred by line Ministries with the decentralisation process. 

5. 	 Officers deployed by statutory bodies. 

The common problem facing the Divisional Secretariat is.that they are not being provided with adequate staff in relation to the 
work load particularly for subject such as, Pensions, Central Govt. Accounts, Motor Traffic, A. D. R.'s work, Information Unit etc. There 
is a need to study carefully the real need of staff in line Ministries, Provincial Council and identify the excess cadre and deploy them at 
Divisional Secretariats where the work is very heavy. 

The existing staff in the Divisional Secretariat needs continuous training since most of the Accountants and supporting staff 
working in these institutions have been appointed recently. It is also observed that there is no proper supervisory control over these 
institution by higher level. They work in isolation in far away places and no one to get proper advice when the necessity arises. It would 
be essential that aselected team of experienced Accountants should visit these officers regularly and guide tile Officers until they become 
competent. In addition, there should be continuous training programmes of short duration conducted at district level. 

The following are the main functional sections in the Divisional Secretariats - vide Chart (I) 

I. 	 Administration 
2. 	 Finance 

3. 	 Planning & Development 

4. 	 Engineering 

The co-ordination among the sections of the organisation seems to be poor. 

The delay in preparation of the Annual Development Programme at the Divisional Offices has become a problem and resulted 
under expenditure and large number of projects being carried forward as continuation work. The preparation of the programme should be 
commenced at least 6 months prior to the commencement of the financial year so that the programme is ready to implement by January. 



The attached chart (I1) indicates the Provision and Fund flow for capital work. There appears to be a long delay in getting the funds
required for capital work, specially Medium Term Investment Projects. The oltices should pay speJal attention in rendition of various 
account- instatement in time so that the required documents reach tile ultimate end. 

Delegation : 

(i) All statutory functions discharge hitherto by Govt. Agents in tile District have been delegated to Divisional Secretaries 
within the Division by Act No. 58 of 1992 - "Transfer of powers (Divisional Secretaries)" 

(ii) 	 Administrative delegations have been made in respect of Provincial Council and Central Govt. Functions by way ofGazette 
notifications and appointments. Already the Divisional Secretaries have been appointed as; 

(1) 	 Deputy Commissioners, Co-operative Development. 

(2) 	 Asst. Commissioner, Local Govt. 

(3) 	 Deputy Commissioners, Agrarian Services. 

(4) 	 Additional District Registrar. 

(5) 	 Deputy Collector of Customs. 

(6) 	 Deputy Commissioner, Internal Trade. 

(7) 	 Deputy Food Commissioner, 

(8) 	 Deputy Director, Fisheries etc. 



Organisation Chart (I) 

Divisional
 
Secretary
 

Administration Finance Planning & Dev. Engineering 
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Estimates. 
Supervision of Contract. 
Payment Certficate. 

(4) Co-operatives. (4) License. (4) Small Industries. 

(5) Survey. (5) Pensions. 
(6) Tender Board. 
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Provincial Cozcis&(Payment ofSalarics andAllowances) Act, No. 37E f1988 

AN ACT TO PROVIDE FOR THE SALIAIES AND ALLOWANCES TO lBE PAID TO A GOVfiRNO 

OFA PROVINCE, THE CHIEF MINISTER, AND A MEMBER OF THlE BOARD OFIMINISTER5 
OF A PROVINCE, AND TO A MEMBER OF A PROVINCIAL COUNCIL: AND FOR MA'~ER 
CONNECTED THtEREWITHt OR INCIDENTAL TH-ERETO. 

BE it enacted by the Parliament of the Democratic Socialist Repuhlic o Sri Lanka as follows : 

I. This Act may he cited as the Provincial Councils (Payment of Salaries and Allowances) Act, No. 3']
1988. 

2. From and after the date of appointment or election as the case may be -

Short 
title 

(a) of a Governor of a Province, such Governor shall he entitled to the payment of a monthi 
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(b) 

salary and allowances equal to the monthly salary and all other allowances cu rently payable 
to a Minister of the Cabinet of Ministers; 

of a Chief Minister, Such Chief Minister shall be entitled to the payment of a monthly salary 
and allowances equal to the monthly salary and all other allowances payable to aGovernor of 
a Province mider paragraph (a) Less asum of fifty rupees; 

Salaries and 
allowances to be 
paid to Governors. 
Chief Ministers, 
Members of Boards 
of Ministers and to 

(c) J,' a Member of the Board of Ministers of a Province, such member shall be entitled to the 
payment of a monthly salary and allowances, equal to the monthly salary and all other 
allowances currently payable to a Deputy Minister: and 

Members of 
Provincial Councils. 

(d) of a member of a Provincial Council, such member shall be entitled to the payment of a 
monthly salary and allowances equal to fifty per centumi of the monthly salary and all other 
allowances currently payable to a Member of Parliament. 

2. Provincial Councils (Payment of Salaries and Allowances) Act, No. 37 of 1988 

3. The salaries and allowances payable under this Act to a Chief Minister of a province, a 
Member of a Board of Ministers of a Province and a Member of a Provincial Council 
established for a Province, shall be expenditure charged on the Provincial fund of such 
Province. 

Salaries anf 
allowances to e 
expenditure charged 
on the Provincial Fund 
of aProvince. 

PERFORMANCE EVALUATION - FINANCIAL 

As the amount of investment, in any organisation, whether public or private, business or non-business; become large, it becomes 
increasingly important to evaluate its performance, both 

Physical and Financial performance. 

As Finance has become the intermediary resource, tnonitorinE financial performance is being undertaken earnestly by the 
management, Directors or Boards of Directors, anywhere. This is especially so in case of Public and private companies and also state 
Corporations and other public enterprises. 

2. 	 Performance is generally monitored by analysing periodic progress reports - monthly or quarterly. Such reports should also 
highlight strengths and weaknesses and constraints which inhibit the growth of organisations. 

For example for a Corporation in the manufacturing sector the analysis may incorporate 

Production and sales quantities 

Profitability and Capital Expenditure statements, and certain financial ratios. 

These financial ratios can be varied and measure 

Profitability 

Liquidity and 

Stability
 

In addition to other particularly specific aspects.
 

3. 	 Profitability 

(a) 	 In specific terms profitability means the Return on Capital employed (or ROCE as abbreviated) 

As capital employed is also equal t. Net asets, this is also equal to Net Assets, this is also sometimes referred to as the 
return on Net assets. 

It is measured by the ratios. 

Net Profit
 

Capital employed.
 

Capital employed may be reckoned as both Capital and reserves and long term Borrtwings
 

Only the Proprietors' Interest ie Capital and Reserves.
 

(b) 	 In measuring performance (managerial) it is better to equate capital employed to Total assets as the management (or the 
Industry or enterprise concerned) is expected to deploy and handle all assets in a logical and feasible manner towards profit 
making and achievement of organisatioa goals. 

Thus Net Profit (NP) = the R.0. C. E
 

Capital employed (C. E)
 

This Ratio can be broken down into two factors.
 

(l66) 



N P = Net Profit Sales 
= X 

CE = Sales Total Assets (T. A) 
This is a very useful means of measuring performance of acommercial undertaking. 

R C 0 E net Profit margin x Turnover of assets on sales for a trading concern the "Profit vo;uine" is made up of two elements 

(i) The net margin it makes on its sales and (ii) The Turnover 

3. 	 1.1 Net'Margin 

A monopoly can increase its net margin, .t will, by increasing its Sales Price. But other competitive undertakings cannot. 

They can only increase the net margin by 

(i) Reduction of costs thus pushing down the cost price of its goods and/or 
(ii) Adding value to its products (by value analysis successful innovations and therefore quality, attracting higher prices) 

3. 	 1.2 Turnover 

The second method is increasing Turnover.
 

Here, in managerial 
 terms, it is Assets Turnover that we should pursue. Any undertaking will profit, if it can 'turn' its assets over 
into sales either 

(i) 	 by conversion (e. g. stocks and working capital) 
(ii) 	 by capacity utilisation of its Fixed assets. 

Thus Sales is a good ratio to
 

Total asseL,
 

Judge a Managements' efficiency.
 

If this is pursued 

Idle assets, 

Idle labour 

Idle machine capacity 

Idle plant capacity 

Idle fixed assets capacity 

all come into focus.
 
Non productive assets need to be weeded out or realised. More efficient process need to be adopted.
 

4. Liquidity
 
The overall liquidity position is often even more important than profitability.
 

This is because Net Profit is a figure calculated 

(i) 	 after allowing for non cash flow items such as Depreciation, Notional expenses etc. 
(ii) 	 subject to valuation stocks and the assets 

(iii) 	 estimation of doubtful debts etc. 

(iv) 	 revaluation of certain other assets. 

(v) 	 Various adjustments for past year events. 

(vi) allowing for tax liability approximation etc. 
Therefore in many advanced countries cash flow statements and forecasts have become more important. 

4. 	 1. Measures or liquidity 

Liquidity is measured generally by the ratios. 
Current Assets: Current Liabilities i. e. Current Ratio 
Quick assets : Current Liabilities ie. Quick Ratio or Acid test 
For state Corporations in the manufacturing sector in 1978 
The current ratio was 1.92
 

Whereas the Quick Ratio was 1.14
 

5. 	 Stability 

Stability 	is a major consideration in the case of Banks and Finance Companies. It is also important in case of companies whose 
shares are traded on the stock Exchange. 
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9.1 

for sole Proprictorships and Private limited Companies one might say it is even more relevant. 

In assessing stability one has to focus on the capital and the assets structure. 

highly geared companies naturally have to he concerned about stability 

Low fixed assets to current Assets ratios too are symptoms of instability. 

These are general considerations 

State Corporation Sector 
If we turn to the State Corporations certain other considerations also become relevant and have been taken into account by the 

Public Enterpise Division (P. E. D.) 

One such is labour Productivity. 

6. 	 Labour Productivity 

In the State Manufacturing Corporations (SMC) there has been a drop in the number of employees since 1980. The drop
was 18% in 986 as compared to 1980. In respect of labour productivity nearly a 3-fold increase in sales value of Production 
per employee. 

There have been two three fold increase in
 
Operating profit per employee
 

Value added per employee
 

From 1978 to 1986
 
The measurement was in monetary terms.
 

However there was a 3-Fold increase in total cost of employment per employee too. 
The identification of 'real' labour productivity per employee has been complicated by 

(i) 	 inflation 

(ii) 	 increase in fixed assets ((4%) 
(iii) 	 increase in operating profit (10%) 
(iv) 	 increase in operating assets (10%) 
(v) 	 drop in the number of employers (8%) 

7. 	 Distribution of employees 
Distribution of employees is also another criteria.
 
Unskilled labour which was 29.8% of total employment in 1978. Dropped to 22.2% in 1986
 
In comparison P. C. of skilled and semi-skilled labour to total employment rose from 46% in 1978 to 53.1% in 1986
 
Administrative / Managerial / Professional / Technical & related categories remained constant.
 

8. 	 Distribution of value - added 
Value-added is the difference between sales Value and the cost of bought out resources ie.
 
Material and labour.
 
In the S. M. 0. both Profitability and value added was at aPeak in 1980.
 

9. 	 Inter-Firm analysis 
Appraisal is often made in comparative terms, 
Appraisal in absolute term gives little insight into what is possiltle in rectification. 

Performance indicators 

P. E. 1). uses 22 financial ratios to evaluate the financial perfoiammnce of the individual corporations. These ratios are analysed
under five headings 

Profit ability Labour Productivity 

Liquidity Asset usage 

and value added 
The ratios have been selected on a weighted basis according to their relative importance. the Corporations have beer ranked 
ac :ording to the calculated ratios. 

10. 	 Sacial and Ethical responsibilities 
In today's context business enterprises should have a Multiplicity of objectives. Profit maximisation canno! be the only motive. 
Nor maximising returns to shareholders the only criterion. 
FnIfillment of social objectives and ethical aspects too become a criteria. 
Thus PED assesses Corporations on the following criteria too. 
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10.!l 	 (i) Training and welfare of employees (Expenditure - wise) 
(ii) Consumers - Price Control, Quality Control 
(iii) Community - Environmental pollution " Expenditure - wise 

Cultural activities ! 
(iv) 	 Government - Export of products
 

Pofitable Investments
 

(v) Market share - Market share 
Competition 

Retail outlet (coverage of Island Distribution requirements) 

A Trend of Salient Figures as per Financial Statements : (Rs. '000) 

i. Fixed Assets 	 15. Administration Expenses 
2. Investment 16. Selling & Distribution Expenditure 
3. Current Assets 17. Research & Development Exp. 
4. Equity (including Reserve) 	 18. Interest Expenses 
5. Long Term Liabilities 	 19. Operating Profit 
6. Current Liabilities 20. Net profit before Tax 
7. Stocks 21. Tax on Profits 
8. Debtors 22. Deemed Dividend Tax 
9. Creditors 23. Control to Consolidated Fund 
10. Additions to Fixed Assets 24. Wages & Salaries
 
!1. Total Depreciation 
 25. Other Costs of Employment 
12. Gross Sales 26. Number of Employees 
13. B.T.T. 27. Capacity Utilization 
14. Cost of Sales 

PHYSICAL PERFORMANCE 
Production, Sales & Stocks : (Compared with past years) 

A. Production 
13. Sales 
C. Stocks 

2. Average Price Per Unit of Products (Rs) 

3. Number of Employees 

A. Indirect Staff: 
B. Direct Employees: 

4. Capacity Utilization 

5. Trend of Production, Sales & Stocks: (base Year= 100) 

A. Production (Qty) 
B. Sales (Qty) 

C. Stocks (Qty) 

6. Sales Value of Production (Rs. '000) 

7. Volume Index Number to Measure over all Productions: 

8. Labour Productivity (Rs. '000) 

INVESTMENT APPRAISAL 
A project involves paying out Rs. 100,000 now and Rs. 80,000 after one year. The return cash flows are Rs. 150,000 in year 2 and Rs. 
64,960 in year 3. This project yields a 10% ECF rate of return because using the discount factors for 10% the various cash flows inwards 
are equivalent to the cash flows outwards thus: 

Time Cash flows in Discount Factors Present Value ofcash flows 
period or (out) @10% cash flows 

Rs. Rs. Rs. Rs. 
0 (100,000) 	 1,00000 (100,00o 
1 (80,000) 0.90909 (72,727) 
2 150,000 0.82645 123,967 
3 64,900 0.75131 48,760 

Net present value NIL 
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INTERNAL RATE OF RETURN 
In DCF calculations for finding the internal rate of return (IRR) the object is to discover the rate at which tie present value of all the cash

inflows will equal the original investment and normally this can only be done by trial and error. For example, if the first rate of interest
 you try discounts the cash inflows to a figure bellow the cost of the original investment, it means that the rate used istoo high and you

should try a lower rate.
 
The internal rate of return for agiven set of cash flows is that rate at which the present values of the inflows is the same as the present

value of the outflows. In other words the 'net present value iszero'.
 
The method isillustrated in the following example:
 

Year Cash flows Discount Factors Amount 
Rs. Rs. Rs. @ 151= 
0 (13,500) 1.000 (13,500) 
1 1,000 .870 870 
2 4,000 .756 3.024 
3 7,000 .658 4,606 
4 8,000 .572 4,576
5 5,000 .497 2,485 

Net l'resent value 2,061 
The net present value ispositive - the actual rate must be more than 15% 

Discount Factors Amount 
@25% Rs. 

1.000 (13,500) 
Try 25% .800 800 

.640 2,560 
.512 3,584 
.410 3,280 
.328 1,640 

Net present value (1,636) 
The net present value isnegative - the actual rate must be less than 25% 
If we continue with the trial and error method until we find arate which gives anil NPV. As shown by the following calculation this rate 
proves to be approximately 20% 

year. Discount Factors Amount 
@(20%) Rs. 

0 (13500) 1.000 (13500) 
1 1000 833 833 
2 4010 .694 2776 
3 7000 .579 4053 
4 8000 .482 3856 
5 5000 .402 2010 

Net Net present value 28 
Present 

Value 
& Interpolated 

4000 "N. rate of return 

3000 

2000 

1000 
0 -Calculated- . . 

(1000) rate of return 

(2000) 

(3000) 

I0 15 20 25 30 
Rate o discount 
Internal Rate of Return 
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Comparison of NVP curves 

Net Project F 
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& 
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2000 Project T 

1000 

0 
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Rate of discount 
I I I I I 

10 15 20 25 30 

The diagram of the project that had relatively heavy cash flows in the later years where the discount factors differ significantly from one 

rate to another. A project with predominantly early cash flow would show a curve which was less steep and approximated more closely to 
a straight line. 

When we are comparing alternative projects, therefore, we shall find that our order of preference (or 'ranking') at a low discount rate is 
different from the ranking at a higher rate - the NPV curves, being at a different angle, will have crossed at some intermediate rate. 

INCREMENTAL RATE OF RETURN 

The reason why Project F is preferable only at rates up to about 15% is that the incremental cash flows is moving from F to project T show 

an internal rate of retr of 15% At and above 15% therefore, it is worthwhile moving from one project to the other. 

The incremental cash flows (i. e. the amount by which the cash flow of F is less (greater) then that of T) are shown discounted on the 

following table: 

Incremental Discounted at 

Year Cash flows 14% 15% 16% 

Rs Factor Rs Factor Rs Factor Rs 

0 3,500 1,000 3,500 1,00o 3,500 1,000 3,500 

1 3,000 .877 2,631 .870 2,610 .862 2,586 

3 (2,000) .675 (1,350) .658 (1,316) .641 (1,282) 

4 (3,900) .592 (2,309) .572 (2,231) .525 (2,153) 

5 5,000) .519 (2,595) .497 (2,485) .476 (2,380) 

Net present value 	 (123) 78 271 

NB 

i. 	 However if we are using the IRR method, and if the competing projects are mutually exclusive (i. e., one has to be selected to the 
exclusion of the other (S) then we should always check the incremental rate of return. If the incrmmental rate is higher than our cost 
of capital (our target rate) then we should select the project which yields the incremental advantage. 

ii. 	 A second important point is that if we are using !he net present value method it is not satisfactory to discount at any random rate. 
The discount rate used must be the company's cost of capital, otherwise our ranking may be incorrect. 

INVESTMENT DECISIONS 

It is of the nature of business that one must commit resources before achieving gains, and it is because today's outlays are certain whereas 
tomorrow's gains are only a forecast that business involves risk. As the old saying has it money does not grow on trees', so when money 
must be spent and its recovery will be delayed, the amount unrecovered will have a cost to the business. 

As money available to the business it must be put to work, so that a great part of the job of managing a business cor s in taking 
investment decisions. The balance sheet of the business, within the limitations of its asset valuation conventions, reflects the current state 
of the investment projects in process of implementation. It shows the fixed assets, the stock holdings, the credit allowed to cu-'omers, the 

expenditure on research and development which has not yet been brought to fruition, and it shows .;iy investments in activities outside the 
business. 
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The balance sheet, however, shows effects, not causes or reasons for investment. Among the various projects which gave rise to that 
position a variety of objectives might have been involved, for example: 

a. 	 To improve the efficiency of production, i. e., reduce costs, perhaps by buying improved machinery; 
b. 	 to increase production capacity in order to satisfy sales demand, i. e., to increase profits; 
C. 	 to introduce a new profitable product - development, tooling, working capital and launching cost outlays might al be 

involved in this project; 

d. 	 to open up a new profitable market. The costs of advertising, market research, free samples and so on are incurred before 
the hoped-for increase in profits can be achieved. So they also are investment outlays; 

PROCEDURES FOR APPRAISAL OF INVESTMENT PROJECTS 
In appraising any investn,-nt project which appears to be compatible with the marketing, technological and other non-financial objectives 
of the business, the financial manager should ensure: 

a, 	 that it will provide the required rate of return on the amount invested: 
b. 	 that if it represents one out of several alternative ways of investing a limited amount of money, then it is the best of these 

mutu:ally exclusive projects. 

c. 	 that undertaking tie project is more beneficial than doing nothing. 
d. 	 that the project is being undertaken at the right time. Example - in relation to plant replacement projects. Again, if a drop in 

interest rates is forecast it may be better to delay a project. 
The above considerations apply to the evaluation ofa project in its own right. 

The most common of these are 

a. 

b. 

c. 

payback 

return on capital invested 

discounted cash flow methods 

i. internal rate of return 

ii. net present value. 

BENEFIT COST ANALYSIS 

All developing countrics / Itced \viih the proble ol dllicating hiiniicd rc.oulcc, aliuig lUmtlmr produclita ofdiflecI-si Uscs. '111e 
essential consumer goods, investment in infrastructure facilities, provision of education and health, and provision of basic facilities for 
promotion of agricultural and industrial activities are some of those resource demanding activities. 

Basic objectives of allocating resource3 for investment will be to ­
promote the rate of growth of the economy; 
create employment and generate income; 
eliminate poverty; and 
reduce inequality in the income distribulion. 

While investing limited resources for one economic activity reduces the ro',urces available for other activities. It is therefore important to 
take correct decision in selecting one activity against otners. The generation of maximun benefit to the economy as a whole should be the 
major criteria in the process of such decision making. This could be dne only through assessing the benefits of every investment as 
against the costs of undertaking such investment. Hence the BENEFIT - COST ANALYSIS of investment is important. 

When costs are incurred on any given activity and the bencftit derived out of that activity are just equal to those costs, the total 
resources available for investment at the subsequent stage will have no ( dmwe. Therefore, the standard of living of the people will not be 
improved and the magnitude of the overall economic problems wi!l uot be changed, However if the benefits derived from an activity
exceeds the costs incurred on that activity, the total resources availhbl2 !or investment at the second stage will be ii.; eased and would 
help the ecoiomy to be better off. On this basis investment decisions should he taken basically on their estimated benefits as against the 
estimated costs. 

In analysing the benefits of projects as against their costs, athree stage pmocess has to be followed. 

I. 	 The identification and estimation of all costs of the project, This include not only the direct costs but also the indirect costs. It is 
also important to adjust all financial costs into economic costs in ordor to refiect basically the use of resources in the project. 

2. 	 The identification and esti mation of all benefits. lere also it is important to identify both direct and indirect benefits. The 
estimation of tile benefit in financial terms will be the most difficult lask in this exercise. 

The comparison of estinmated benefits as against estimated costs. When hemnefits and costs are identified and estimated as a future 
resource flow, it will have t) convert into o horll Of present value for comparison purposes. 

In order to undertake afull analysis of costs and benefits ofpruciccts, it is important to emphasise both on their finical and economic 
aspects, Unless a complete and accurate financial analysis is available, it is extremely difficult to continue for an economic 
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analysis. In the financial analysis, all direct costs and benefits are identified and estimated at market pieces. The discounted cash 
flow of such an estimatian gives the financial rate of return of the project. If the project is to produce basic consumer goods and / 
or industrial goods, this measurement is extremely important to take the basic investment decision. However, it is important to note 
that, with regard to directly non-productive projects, such decisions cannot be made easily due to the inability of estimation of their 
direct benefits and hence prepare the rate of return. 

In the case of directly non-productive activities (These are basically the infrastructure investments both in the social and economic 
sectors) not only the benefits are difficult to estimate but also difficult to identify the direct or indirect beneficiaries. The economy 
as a whole will be benefit out of such investments. Similarly, the benefits will accrue to the economy over a much longer period 
giving a multiple volume of advantages over time. In such investments, it will be advisable to study the alternative available lir 
investment and analyse the least cost options rather than to continue with this benefit cost analysis. 

Adjustment of Prices 

When evaluating tilecosts and benefits of projects, it is important to correct the prices to reflect the opportunity cos, of use of 
resources in the project. The use of market prices do not reflect the actual costs in that they are distorted by various influences imade by 
outside market forces. One example for such distortions is the Government regulations on nminimum wage rates. Therefore, in evaluating 
the project in its sences, it is necessary to introduce some corrected prices to reflect the true costs of resource use by the project. These 
prices are known as "accounting prices" or "shadow prices" An accounting / shadow price is defined as the price that reflect tie 
opportunity cost of using that commodity in the project. 

It is not easy to estimate the correct accounting price of any commodity. Since it reflect the true economic cost or use of a unit of" 
that commodity one can estimate the accounting price only with an approximation and due to change from time to time depending on tile 
market supply and the demand of that commodity. The accuracy of the estimation could be improved step by step in tileprocess of overall 
planning. 

Generally, the accounting price for a conmodity or for an economic activity could be decided by the central economic planning 
authority of the courtry for two reasons. 

(a) It is tileplanning authority that is in a position to have a cotmprehensive view of the economic situation of the country and thus 
estimate the opportunity cost of any commodity. 

(b) One single set of accounting prices should be used by all project planning agencies to analyse the costs and benefits of all projects 
in order to rank them in their order of economic pliority. The use of different accounting prices prepared by different agencies wi!l not 
help for such ranking. 

In the cost benefit analysis, it is important to estimate three cotmmon accounting prices, namely, the prices for unskilled labour 
and foreign exchange and the rate of interest oilcapital use (or better known as discounting could be estimated to convert the project 
activities at market prices into activities at economic prices. The activities such as construction, transport (rail or road) trade (retail or 
wholesale), training, and provision of cotunon facilities are some exattples. 

Another adjustment that has to be made in tite cost benefit analysis of projects is tileadjustment of "transfer payments." One good 
example for transfer payments is tilecase of taxes. Any fortm of tax, let it be customs duty or turn over tax, will only be a financial cost to 
the project which does not reflect with a resource use. Therefore, in tie cost benefit analysis, such are considered as transfer payments and 
assign a zero accounting value. Purchase of apiece of land, payment of interest otnloans, and payment of rents are few such examples for 
transfer payments. However, it is important consider the loss of output or output foregone in using tileland or buildings in the project 
before concluding that expenditure is just a transfer payment. 

INTERNATIONAL FINANCING 
I.. SOURCES 	 GOVERNMENTS 

INTERNATIONAL FUNDING INSTITUTIONS 
PRIVATE SOURCES 
CTED "
 

2. 	 FINANCING OBJECTS EQUIPMENT AND SERVICES
 
TECHNICAL ASSISTANCE
 
TURNKEY PROJECT
 
BOI PROJECTS 
OTHER FORMULAS 

3. 	 FINANCING MEANS LOANS
 

GRANTS
 
EQUITY FiNAiCING 
COMPiNATION OF ABOVE 
OTHERS 

4. 	 TERMS AND CONDITIONS DISBURSEMENT CONDITIONS
 
CURRENCIES
 

REIMBURSEMENT CONDITIONS 

GUARANTEES 
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PROJECTS 

01. DEFINITION 
02 EXAMPLE 
03. CHARACTERISTICS 
04. LIFE-CYCLE 
05. IMPACT 
06. MANAGEMENT 

07. METHODOLOGY 
08. PHASES 
09. ESSENTIALS ABOUT SOUND PROJECT MANAGEMENT 
10. PERFORMANCE AND SUCCESS 

DEFINITION 
A PROJECT IS AN OPERATION, A MISSION. A UNIQUE ENTERPRISE WHICH REQUIRES A SPECIAL ORGANISATION TOACCOMPLISH AN OBJECTIVE DEFINED BY ITS SCOPE, COST, TIMI AND QUALITY. 

OBJECTIVES OF IRDP (Integrated rural Development Projects) 
(a) Increase incomes and employment of small holders and the landless/near landless in the district 
(b) Create an enduring institutional frame-work, supported by afirm financial base, for the planning and execution of district ­

based investments in rural development 

CHARACTERISTICS 

01. INNOVATION 
02. SIGNIFICANT SCOPE 
03. FOR A CLIENT 
04. IGNIFICANT STAKE 
05. TEMPORARY DURATION 
06. SUBJECT TO COST CONSTRAINT (BUDGET)
07. CONCRETE FINAL RESULT WHICH SATISFIES SPECIFICATIONS 
08. NON-REPETITIVE AND IRREVERSIBLE DECISIONS 
09. INVOLVE MANY ADMINISTRATION UNITS 

10. MULTI-DISCIPLINARY 

High Level of 
operations 

Project trasition 

Stabe 
Controlled growth 
Established 

z Structure and0 
Methods 

IL0

0 Low level of operations 
> Stable 

-,Controlled growth 
-stahlished Structure and Methods 

TIME 
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01. 	 CASH FLOW 

02. FINANCING
 

,03. BUDGET AND COSTS
 

04. 	 CULTURE 

05. 	 ORGANIZATION 

06. 	 HUMAN RESOURCES 

07. 	 OPERATIONS 

08. 	 SUPPLIERS 

MANAGEMENT 

PROJECT MANAGEMENT IS THE APPLICATION OF THE ART AND SCIENCE REQUIRED TO IMPLEMENT A PROJECT 
WITH SUCCESS. 

METHODOLOGY 

ESTABLISH: 

01. 	 REAL NEED OF USERS 

02. 	 WORK PACKAGES (WORK, TIME, COST AND QUALITY) 

04. 	 ORGANISATION AND CONTROl. 

05. 	 PERFORMANCE 

06. 	 CONTROL 

07. 	 DI-I.IVIRY 

ESSENTIALS OF SOUNI) PR.,ECT NANA(;FIENT 

I. 	 ESTABILISI A PROJECT STRUCTURIF TI IAT IS EIFFICII-NT AND APPROI RIATE 

Eg: RII.ATIONSI PIPIWI-I:N CI lENT - PROJE.CT - CONSUI.TANTS - CONTRACTORS 

2. 	 ESTAIII .IS11 AN ADQI ATI- AND AII.I PROi(JECT TIiAM UNDER TIll- DIRECTION OF A PROJECT MANAGER 

3. 	 FOI.OW REC(NIZ-I) METII()I)OI()( ;Y 

4. 	 ESTABI.ISII AND CONIMLINI('ATF SIMIP,- AND PRICISE PROJECT ()IJIECTIVF.S 

5. 	 i-STAIBLISII AND MAINTAIN SOUNI) I'R()JlCT NANA (;IEMI-NT I'()I.ICIIiS AND I'ROCFEI)LJI-S 

6. 	 IESTAI.ISHI AND MAINTAIN AN EIFFICIliNT NIANAGEIMIENT SYSIT-M AND CONTROI.S 

7. 	 I I-NTIFY AN) IEIS( )I.Vli !'R( )I! EMS PIR()MPTIY 

8. I-FFICII-NT CONII IC NIANAG(ElNINT 

PERFOI0NANCI" ANI) SUCCESS 

I. 	 AIM TO PROVII)EFI I. CUST)NI-R SATISFACTION FROM BEGINNINGTO END 
('TQNI - TOTAl. QUAI.ITY MANAGEIiMENT) 

2. 	 ANALYSE PROJECT ENVIRONMENT IN ORDER TO UNI)I'RSTANI) PARTIES INVOLVE.D. DIFFICULTIES AND 
CONSTRAINTS POSITIVI IPRO)('I-SS 

3. 	 ESTAIBIISI I REALISTIC SCOPII, COSTS, TIME AND QUAI.ITY OIIJECTIVIS AIM TO ACIIIEV. OR IIIE'rER. 

4. 	 USE VAIIF ANAI.YSIS - TO ACIIIIEVE I.OWIST COSTS 

5. 	 RI-SPECT ALL PARTIES INVOILVI) 

6. 	 RESPECT LAWS AND REGULATIONS 
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FOREIGN AID ACCOUNTING BY K. P.INDRAN
 
Foreign Aid Accounting 

Foreign aid is received by the Govt. of Sri Lanka by way of 
Grants -: outright gifts 
Loans -: Which are repayable 

Types or Foreign Aid 

1. Capital Aid 
2. Technical Assistance 
3. Commodity Aid 
4. Programme Aid 
5. Aid under Special Circumstances 

Accounting of Grant 

Types of Grants 

Cash
 
Equipment for the project
 
Commodity 

Cash Grant 
Money received to be kept in a grant deposit account in the Treasury 
Grant Provisions hould be available /made in the annual estimate 
Treasury will release the money on request made by tie implementing agency provided provision is available tie annual 
estimate. 
Implenenting agency will incur tileexpenditure by debiting tilegrant (13) provision 
aquarterly report should be sent to tie Treasury (1)GAIlP) informing the expetditure incurred for that quarter 

Equipment received by the tnplementing Agency
 
Value of the equipment received is to be debited to grant (13) 
 provision hy crediting tilegrant (TIiL) a/c through ntthly
summrlary. 

Fquipilent - Cont 
a quarterly report will be sent to the Trcasury incorporaling tilev;ue o,equipnent and n;line of, tie Dlonor. 

Commodity received fbythe Govt. 
-Ieneficiary should pay the value of tilecounmnodity rceivced under the grant to tihe (eneral Counter Part Fund AIC inthe 
Central Bank. 
Counterparl fund either may be utilizcd for a project or lorIdgetary purpsc as specilled by tilel)onor.
Moinies in the Counter Part fund will be credited to )ST s current a/c in tie Central Baik under advise to DGAP 
If itis for hudgetary purpose itshouli be credited to Consolidated Fund.otherwise it should be credited it)aGrant l)epoqst
a/c. Then tie procedure will be satne as for tilecash grant. 

Accounting of Loan 
Mode of payintels to npleuenting Agency 

Direct Paymlent 

Thrlrough Special )ollar a/c
 
Reimlbursable Foreign Aid Iniprest
 

)irect Payment 
- Where goods of high value are impiorted from foreign suppliers, payments will be made direct to the supplier by the donor. 

The amount so paid w.\ill be drawn - down from the loan. 

Through Special Dollar a/c 
Ilnall foreign aid projects a Dollar ale wvill be iaintained in tihe Central lank and advance vill be paid itt to this a/cby
Donor. 
The advance s(paid vill be utilized lfor local and loreign payients. 
A requ: ;i must be nade by tie Iplementation Agency to Central Bank through Treasury (D;AP)
otla re:oimttendation given by DGAP,Central faik swill make tine payment out of dollar account to [te said party. 
even Ifor local pavelnenis, advance could be oi tainel front special dollar alc
 
all payementis except forhcal expendiluic will be debited to foreign and loan proWisiot 
 (1 2)by the Treasury. 
If itis local payments, expenditures are debited to RFA (1lW) inplementing agcncy.provisin by tile 
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teimbtinlle Foreign Aid (RFA) - Imprest
 
In certain projects local expenditures are incurred from RFA - imprest obtained from 
 Treasury.
 

- These expenditures are debited to FRALoan (14) provision
 
After incurring the expenditure reimbursements are obtained from donor by submitting a claim.
 

Replenishment to Special Dollar a/c 
After incurring the expenditure implementing Agency will make the replenishment application to the Donor giving the details of
expenditure supported by necessary documents. Donor will replenish the agreed amount to the Dollar a/c 

Draw Downs from loan
 

Whether it is direct payment or replenishment to Dollar a/c or reimbursement to DST's current a/c. donor will draw down the SDR
 

equivalent from the loan and inform the disbursement to 

- DER - External Debt Monitoring Unit.
 
- Central Pank - Spdt. of Public Debt (SPD)
 
- Treasury - DGAP
 

Disbursemeut 
All disbursements pertaining to a quarter will be reported to DGAP in the form of a quarterly bulletin by SPD. 
Once the DGAP division receives the bulletin, disbursements are classified into: 

- Direct Payments
 

- Replenishment to special Dollar a/c
 

Reimbursements to DST's a/c
 

Accounting
 

Disbursements in respect of Direct Payments are debited to foreign aid loan (12) 
 provision.
 
disbursements corresponding to the replenishment made to special dollar a/c are debited 
to Revolying Fund a/c as these 
replenishment arc originally debited to dollar a/c and credited to Revolving Fund a/c at the time of receipt. 
Disbursements in respect of reimbursements are debited to RFund Aid adjustinent a/c reimbursements are originally 
credited to this adjustment a/c at the time of receipt. 
All these instances credits Lre made to respective loan a/c 

Reconciliation of Accounts
 

all these debits are advised to the implementing agency by tie DGAP Division.
 

Implementing agencies are expected to reconcile their hooks of accounts with that of the Treasury.
 

FOREIGN AID ACCOUNTING
 
Foreign aid received by the Govt. of Sri Lnaka by way of:
 

Grants - Outright gifts
 

Loans - Which are repayable
 

Types of foreign aid 

I. Capital Aid 

2. Technical Assistance 

3. Commodity Aid 

4. Programme Aid 
5. Aid under Special Circumstances 

ACCOUNTING OF GRANT 

Types of grant 

Cash
 

Equipment for the project
 

Commodity
 

Cash Grant 
Money received to be kept in a gram:,deposit account in the Treasury 
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Grant provision should be available / made in the annual estimate 

Treasury will release the money on a request iade by tie implenenting agency provided provision available in the annual 
estimate. 

hinplementing agency will incur the expenditure bv debiting the Grant (13) provision 

A quarterly report shouid be sent to the Treasury (DGAP) informing th,: expenditure incurred for that quarter 

Equipment received by the implementing agency 

Value of the equipment received is to be debited to grant (13) provision by crediting grant (TML) A/c. through monthly 
suininary 

A quarterly report will be sent to tie Treasury incorporating the value of equipment and natte of(tie donor. 

Commodity received by the Govt. 

Beneficiary should pay the value of the conuodity received under the Grant to the General Counterpart Fund aYc. in ihe
 
Central Bank.
 

Counterpart fund either tnay be utilised for a project or for budgetary purpose as specified by the donor.
 

Monies in the counterpart Fund will be credited to DST's current a/c in the Central Bank under advi.se to DGAP.
 

It is for budgetary purpose it should be credited to consolidated fund, otherwise it should credited to a grant deposit a/c.
 
Then the procedure will be sane as for the Cash Grant.
 

ACCOUNTING OF LOAN 

Mode of payments to implementing agency 

Direct Paylient 

Through Special Dollar a/c 
Reinbursable Foreign Aid Itoprest 

Direct Payment 
- Where goods of high value are inported forin foreign suppliers payments will be made direct to the supplier by the donor. 

the amount so paid will be drawn-down from the loan. 

Through Special Dollar u/c 

In all foreign aid projects a dollar a/c will be maintained in the Ceatral Bank. An advance will be paid in to this ,/c by donor. 

Tle advance so paid will be utilised for local and foreign payments. 

A request must he Made by tile imple, agency to central hank through treasury (1)AP) 

On arecorinoendation given by DGAP. Central fBank will inake tile payment out dollar account to tile said party. 

even tbr local payments, advance could be obtained from special dollar adc 
All paynments except for local expenditure will be debited to foreign aid loan provision (12) by the treasury. 

If it is local payinent expenditures are debited to RFA (14) provision by the ittplementing agency. 

Reimbursable Foreign Aid-Imprest 

In certain projects local expenditures are incurred front RFA - Inprest obtained from treasury.
 

These expenditures are debited to RFAL (14) provision.
 

' After incurring the expenditure reitnbursetnents are obtained from donor by submitting a claim.
 

Replenishment to Special Dollar A/c 

- After incurring the expenditure implementing agency will imake the replenishment application to the donor g~ving the 
details of expenditure supported by necessary documents. l)onor will replenish the agreed amount to the dollar iz. 

Draw downs from loan 

Whether it is direct payment or replenishnent to dollar a/c or reinbursement to DST a current a/c. donor will draw down 
time SDR equivalent fronti the loan and inbrin the disbursement to 
DER Fxt. l)eht. Monitoring Unit
 

Central Bank - spdt. of public Dept.
 

Treasury - D;AP.
 

)isbursement
 

All disbursements pertaining to aquarter will be reported to DGAP in Ite forn ofa quarterly bulletin by S.P. D.
 

Once tile DGAIP division receives the bulletin, disbursenients are classified into:
 

Direct Payments
 

Replenishment to Spec. Dollar A/c.
 

Reitnbursements to DST's a/c.
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Accounting 

Disbursements inrespect of 
Direct payments are debited to foreign aid loan (12) provision 
Disbursements Corresponding to the replenishment made to Special Dollar a/c. are debited to Revolving fund a/c. as these 
replenishments are originally debited to Dollar a/c and credited to Revolving fund L/eat tie time of receipts. 

- Disbursement in respect of reimbursements are debited to RFAID adjust a/c as reimbursements are originally credited to 
this adjustment a/c at the time of receipt. 
All these instances credit, are made to respective loan a/c. 

Reconciliation of Accounts 

All these debits are advised to the implementing agency by tie DGAP Dept. 
Implementing agencies are expected to reconcile their books of accounts with that of tileTreasury. 

FOREIGN AID ACCOUNTING 
Foreign Loan 

Direct Payment 

Disbursements inrespect of these direct payments are debited to treign aid lo:. (12) provision and credited to loan account. 

Special Dollar Replen;shlneits 

and Payments 

Advances and replenishlnents are debited to specials dollar account and credited to revolving fund accoUnt payment out of special dollar 
account to the supplier is debited to foreign aid provision (12) and credited to special dollar account if it is for local p:iymnent money
transferred from special dollar account to tie DST's current account is debited toDST's cash a/c and crediled to the special dollar account 
Money is released to the implementing agency by way of imprest and expenditures are debited to tie FRA proviiion (14). The 
corresponding disbursements are debited to the revolving fund account ty crediting the respective loan account. 

Reiirrhiir:ihle l7orciin Aid ExperldittlirC nd irei i tirdei 

.L.'\J (It. I i, rII t , iirl RI l w 1tlelitchtr .,i tI FllA 1 0 IIL"o111Y 11 A l 1,\ tIllrllh,' ll ullt i to l 1)10%\ I40 iI lld c 
m.t , 'l , lllti ll
'i, 'l Iili ithallIClt\.01l , l 'l l-..Ilhc CirlJ, Ilig roil o tr'itOi u ini:

debited to the R:A adjustmrient account as these rcinhilsernents are being Clcedited t)tire said adjustment :account. 

GRANTS
 

Cash Grants 
Cash grants received by the treasury is kept in a grant deposit account and moneys are released by way of imprest by the treasury oil in 
application made by the department concern giving the detail of provision available in the estinmate. Expenditures are debited to the grant
provision (13) by debiting the iniprest account. Quarterly reports are sent by the Dept. To the Treasury and the Treasury in turn effect 
various transfers arid reduce the balance by thiat extent. 

Equipments 
When equipments are received tire value of the equipment is debited to tire grant provision (3) by crediting the grant account and these 
details are sent to the Trersury tior necessary action. 

Commodity Grant 
When comnodities are received by the Govt. the proceeds of the imports is being credited to a counterpart fund in the Central Bank and 
monies in the counterpart fund is transferred tI the DST's account and then used for various projects as specified in the grant agreement as 
done for grants received in tileform of cash grant. 



FLOW CHART FOR FOREIGN LOAN ACCOUNTING SYSTEM 

Department of External Resources Implementing Agencies Central Bank 

Negotiation Loan LMaking he s RFA Opening of spacial
with the donor iDollar accountagency Esti ate 

Advice 
to 

th Request the RFA division 
Fixing the Treasury to open Request 3 

loan amount S/D a/c .A 

_ _ _ _ -R _ equ es t th eCBK_ _ _ 

donor to advance the Request
 
Signing money


(the loan 
agreement J____[Instruct Foreign bank1 

RFA to pay the supplier 
-- Make the application from S/D a/c 

to DAP to withdraw1"-"--" - PDRA(D money from SD a/c[ [ 

---RFA-(SD) Advice the Treasury 
La (RFA)agreement [ []. 



Rembursable Foreign Aid Branch (S.D.) 
2 

Public Debt Branch 

Loan 
Aqreement G-RF Up date R.F 

Register 

IA Request - Request the CBK to 
open A S.D.a/c 

Request 4 CBK 
R 

RFA---- Advice 

Classification 

of Disbursement 
- Builet 

Advice 

CBK 

5by Raise pivcrediting 
R.F a/c 

H Advicek 7 

p 

IA Proparing 

T.O. debiting 
RFA a/c 

RF 

RF. 

RFA 
DPT 

Preparing 
T.O. debiting 
Provision 

DP Ai i PIV 
~Preparing T.0 

IA 

SRecommend 
the applicationI 

to C.B.K 

Debiting R.F. a/c 

ToDP 

(-- Advice Raise the Vr debiting 
Provision 

Vr 

-fApplication l---&)- CBK 

~Preparing 

[ 

DP 

T.O. debiling 
Total Loan 

a/c 

T.o I DP 



RFA Division 

LA 

Rfa Ad 

AdviceOpen RFA
Imprest a/cand inform Ia 

Advice I IA 

Monthly sum-
mery for IA 

Note the RFAMonthly
Expenditurein the register mnhySummery PD 

-t Copyof thel a f o A Note the claim C l aim 

_ Advice Raise PIV 

from CBK CredingAdjmt RFAa/c 

Advie-

L4 

PD 

KEY 
CBK 

DER 
DP 
DPT 
IA 
PD 

RFA 
RFA-SD 
TO 

SD a/c 
RF 

- Central Bank 

- Department of External Resources 
- Date Processing Branch 
- Direct Payment 
- Implementing Agencies 
- Public Debt Branch 

- Reimbuysable Foreign Aid Branch 
-Reimbursoble Foreign Ard- Special DollarAccou 
- Transfer order 

- Special Dollar a/c 
- Reviling Fund 



Translrt;:,; Treasury Circular No. 828
 
No. o3. 24/688/10/5 (PD)
 
General Treasury,
 
The Secretariat,
 
Colombo,
 
July 19, 1976
 

To. All Secretaries and Heads of Department 

COMMODITY OR PROGRAMME AID 
COMMODITY or Programme Aid is a fac'lity made available by donor countries to meet tileforeign exchange costs of equipment and
supplies, etc. obtained from those countries .They are given to he Government by way of Loans and Grants. The Government realises the 
rupee equivalent of the equipment and s,pplies from the importers and uses the proceeds to support its Budgetary expenditure or to
finance specific projects agreed to by th.donor especially when these are received in the form of Grants. These proceeds are called
"Counterpart Funds". As far as the Go- ernment Departments and Corporations are concerned their imports under Programme Aid istherefore not an additional source of fuids. They are required to pay the rupee equivalent of the Imports to the credit of the Counterpart 
Fund Account in the Central Bank. 
2. The Government Departments intending to purchase their require mantes under commodity of Programme Aid should make 
Consolidated Fund Provision (not Foreign Aid provision) in the Annual estimates just as in the cases of making provision for their normalpurchases where there is no provision in the printed estimates provision should be obtained by "virement" or Supplementary estimates 
procedure. 

3. The Departments and Corporations intending to purchases their requirements under Commodity or programme Aid should obtain
allocation from the Director of External Resources. While granting the allocations the Director of External Resources will indicate that
the rupee equivalent of the value of supplies should be paid to the credit of the Governnent Counterpart Fund Accounting the Central 
Bank. 

4. It has been decided that in the future all imports by the government Departments and Corporations under Conmodity 'or
Programme Aid should be channeled through the State Banks only. There fore, the Government Departments and Corporations should ensure that the shipping documents covering those import should in all cases, without exception reach them only through one of the state 
Bank. The suppliers should be advised to refrain forwarding any shipping documents direct to the importers. In all cases, the counterpartfunds, should be paid in full to the Bank before taking delivery of the shipping documents relating to the imports. The government
Departments should make the payment debiting the relevant provision in the estimates or the Advance Account activity according tocircumstances. The corporations should make the payments from their own funds. The Bank receiving the payment will remit the amount
involved to the Central Bank of Ceylon to the credit of the Government Counterpart fund Account. 
5. There have been instances in the past when certain Corporations experienced liquidity problem deferred, payment facilities were
sought for from the Treasury. The Treasury will not entertain any applications from the Corporations for such facilities in the future. The
Corporations having liquidity problems for the problems for the purpose of paying the Counterpart funds in full are advised to make priorarrangements with their Bankers for. Trust Receipt or pledge loan facilities. The Bank of Ceylon has already agreed to consider such
facilities according to the financial standing of the Corporation seeking such facilities, corporations transacting business with the peoples
Bank may also seek similar facilities from that Bank. 

6. Please bring the contents of this circular to the notice of Heads of Departments, State Corporation under Your Ministry. 
7. Treasury Circular No. 75 of 6.4 1968 is hereby cancelled. 

Treasury Circular No. 828 

No. 24/88/10/5 (PD) 
General Treasury, 
The Secretariat, 

Colombo. 
July 19, 1976 

To: All Secretaries and Head of Departments 

FOREIGN AID ACCOUNTING 
I. This Circular supersedes Treasury Circular No. 720 of' 15th March, 1967. 

2. Foreign Aid received by Sri Lnaka consists of-
A - Capital Aid in the form oi money, equipment, materials and ancillary services; 
B - Technical Assistance in the form of scholarships, training facilities, services of experts and, materials and equipment ancillary 
to Technical Assistance Programmes; and 

C - Commodity Aid. 
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A - CAPITAL AID 
3. 	 Capital Aid is divided into two categories 

(i) 	 Grants; and 
(ii) 	 Loans (including lines of Credit) 

3.1 	 Grants are outright gifts. They are received in the form of equipment, materials, cash and allocation of Counterpart Funds 
generated from Commodity Aid. 

3.2 	 Loans are repayable. They are also received in the form of equipment, materials, services or in cash. 

Provision in the Estimates 
4. As all Capital Aid is integrated with budgetary expenditure its utilisation should be provided for in the Annual Estimates. ForeignCapital Aid should not be utilised unless and until financial piovision has been made for it either in the Annual Estimates or by means ofsupplementary estimates or by 'Virement' procedure. Where it is found necessary to utilise any Capital Aid in respect of which noprovision exists in the Annual Estimates, provision should be made for the purpose by means of a supplementary estimate or 'Virement'procedure. Even a liability should not be incurred in anticipation of capital Aid until at lea:t the approval of the Cabinet has been obtained
for the sche~ae or project which is to be financed from Capital Aid. 
Provision in respect of Foreign Aid to State Corporations 
As Foreign Aid is given on a Government to Government basis, all to State Corporations is channeled through the Ministries incharge ofsuch Corporations is channeled throLgh the Ministries in charge of such Corporation. The responsibility for including provision in theEstimates of Expenditure of the Government in respect of any Foreign Aid be utilised by state Corporations devolves on the Ministries inchar,!e of the respective Corporations. Any part of the provision made in the Estimates for Foreign Aid utilisation will not be madeava';able to the State Corporations if such Foreign Aid had not been actually received. 
Procedure in making provision for foreign Aid in Estimates. 
4:1 	 It is necessary to keep separate accounts relating to the Foreign Aid components and consolidated Fund compone ts of programmes financed from Foreign Aid. To enable this to be done, the following instructions should be complied with inmaking

provision in the Estimates. 
4:2 In every schedule entitled "Programme Expenditure by Projects" the Foreign Aid components of the whole program should beshown as a component of "Financing" with foot-notes specifying the projects in which the Foreign Aid involved is used and the 

value of such aid. 
4:3 	 In the appropriate schedule entitled "Project Expenditure by Object" the Consolidated fund component and Foreign Aidcomponent of aparticular object should be shown separately immediately below the object expenditure, but within the cage so as4t to distinguish. Foreign Aid Provision from Consolidated Fund Provision. 
4:4 It is also necessary, for purposes of Departmental control of expenditure to separate foreign Aid components from consolidatedfund components in the appropriate "Details of Objects" Appearing Immediately below the schedule of capital expenditureschemes. In the case of recurrent expenditure the details of objects may be shown at the end of the departmental Estimates. 
4:5 	 The Treasury Expenditure Ledger will be maintained so as to indicate the Consolidated fund expenditure and Foreign Aidexpenditure separately under the Objects. To enable this to be done departments are requested to indicate the Foreign Aid

expenditure separately under the relevr,nt objects in their monthly summaries and Transfer Orders to the Treasury. 
5. 	 The procedure set out below should be followed inbringing to account Foreign Capital Aid. 
5:1 	 Grants i:,the form of materials and equipment - Ohf receipt of materials and equipment as Foreign Capital Aid Grant for Utilisationdirec" on a specified Project, the rupee value should be ascertained by the Department concerned from information contained indocuments relating to the supply but in all cases the concurrence of the Director of External Resources should be obtained for thisvalue to be brought to account. Where sufficient information is not available an estimate of the value should be made by the

Department in consultation with the Director of External Resources. Thereafter the department will -
(1) 	DEBIT - Programme, Project, Object (Foreign Aid Provision) and 

CREDIT - General Treasury Foreign Aid Grant A/c. 
(being value of materials and equipment received from .........
(donor) as a Grant for the Project .........
(Name of Project)
deb~ted to Foreign Aid Provision in the Estimates and credited to 'he General Treasury Foreign Aid Grant Account).

(2) This transaction should be brought to account through the Monthly Summary of Accounts rendered to the Treasury in the 
case of 'A' Class Departments or Transfer Order on form General 122 in the Case of 'B' & 'C' Class Departments.

(3) 	 A statement in the fon at Appendix 'B'should be furnished to the Director of Accounts and Payments (Public Debt 
Branch) Immediately. 

(4) 	 ThK.equipment and materials should immediately be taken on the Inventory or other Register maintained by the Department. 
(5) 	 A! advice in the form at Appendix 'C' should he sent to the Director of External Resources in duplicate with a copy to theAuditor-General. A Certificate to the effect that all equipment and materials have been duly received and takein on theInventory or other Register should be furnished on the advice. The advice should be supported by reference to the invoicepertaining to the equipment or materials. If such invoices are not received by the Department within a reasonable time the 

matter should be reported to the Director of External Resources giving reference to the value estimated in ternms of Para 5:1 
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In the case of Stite Corporations, the responsibility of ensuring that action is taken as above devolves on the Ministries in 
charge of the respective Corporations. 

5:2 	 Gifts of Equipment and Materials for which Provision has not been made in the Estimates at the time of receipt. - Gifts or 
Equipment and Materials can be received from Foreign Governments and Agencies in special circumstances like floods,
epidemics, d'oughts, etc., and for other specific purposes which may not have been anticipated at the time of preparation of the 
Draft Est,nates. Departments are requested to keep separate records of these gifts in their, Inventories or other Registers. 
Provis.:o should be made by 'Virement'. 

Procedure or by supplementary estimate if posible during the year of receipt and the value should be brought to account in the 
same way as laid down in section 5: 1. The value to be brought to account is the exact value if known or an approximate value 
determified in consultation with the Director of External Resources. 

II 'Virement' procedure or supplementary estimates procedure cannot be resorted to during the year of receipt, provision should be 
mitade in the following year's Estimates for the purpose of bringing to account the value of the gifts. Where the value is not brought 
to account in tile year of receipt, the Appropriation account of tht. Department for that year should contain a foot - note giving the 
description and value of foreign Aid Gifts received but not accounted during the year. 

In the case of corporations the Ministry in charge of the Corporation should initiate action as above to bring to Account the casual 
gifts of equipment and materi:ds received by them. 

5:3 	 Loans in the Form of Equipment, Materials and Services. 

In the :ase of equipment, materials and services of experts received under loaos and lines of credit, the Director of Accounts and 
Payments receives intimation of the value of such receipts quarterly from the central Bank as loan liabilities incurred under the 
relevant loans from which the Projects are financed. The accounting entries in the Treasury will be -

Appropriate programme, project, object (Foreign Aid Provision) of the Dept. Dr. 

To relevant Loan A/c from the Project is financed. (beir.g disbursements from the ...... (name of loan) reported by the Supdt. of 
Public Debt. Central Bank, during the quarter ending .......... on account of withdrawals made for financing ........... (Name of Project). 
The Director of Accounts and Payments will advise the Department concerned of the above debit. The procedure in the 
Department will be :­

(1) 	 Reconcile the debit made by the Treasury with the withdrawals made by the Dept. form the Foreign loan and note the debits 
in the Department's Appropriation ledger where the Foreign Aid provision in the Estimates has been noted. 

(2) 	 If the debits are considered to be inappropriate for any reason the matter should be immediately taken up with the Director 
of Accounts and payments with copy to Director of External Resources. 

(3) 	 The equipment and materials should be taken on the Inventory or other register maintained by the Department. 

(4) An advice in the form at appendix 'C' should be sent to the Director of External Resources in the same way as stated in Para 
(5). In regard to loans to Corporations from Foreign Loans the Ministries in charge of the respective Corporations should take 

adequate steps to ensure satisfactory repayments to Government of the loans and payment of interest thereon, where 
applicable. 

5:4 	 Grants in Cash or from Counter part Funds. - When cash is received in the Treasury by way of remittances or by way of 
Counterpart Funds generated from Commodity Aid, for the purpose of financing specific projects, the cash will be credited to the 
appropriate Grant A/c. in the Treasury pending utilisation by the relevant projis. The Departments receiving cash remittances 
direct from Donors should also deposit such receipts in the Treasury. When pro, ision is made in the Estimates lbr utilization of 
such Grants, the Departments should apply to the Director ofAccounts and Payments through the Director of External Resources, 
for an allocation of funds from the relevant Grant Account and obtain it before incurring any liability or expenditure. The 
allocation should be noted in the folio of the Departmental Appropriation Ledger where the relevant Forcign Aid provision in the 
Estimates has been noted and all expe;diture should be debited to the provision in the Estimates. The procedure in the Department 
will be ­

(I) 	 DEBIT - Appropriate Programme, Project, Object
 
(Foreign Aid Provision) and
 

CREDIT - Cash. 
(being expenditure incurred from the cash allocation, under (Name ofGrant A/c) 

The expenditure should not however exceed the allocation of cash or the prc vision in the Estimates. 
(2) 	 The expenditure should be brought account in the monthly summary of accounts to the Treasury. 

(3) 	 A quarterly statement in the form at I npendix 'A' should be furnished to the Director of Accounts and payments (Public 
Debt Branch). 

(4) 	 A mont.;y statement in triplicate in the ftrni at Appendix 'I)' should be sent to the Director of External Resources not later 
than the end of the following month. 

.:5 	 Loans in the form of cash remittances from Foreign Governments or Agencies -

When cash remittances are received, the Director of External Resources will inform the Departments for which such remitta.'es 
are intended as well as the Director of Accounts and payments who will credit the cash receipts to the appropriate Loan Accounts. 
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The Departments should note the amounts in the Appropriation ledger folios where the Foreign Aid Provision in the Estimates is 
noted and incur expenditure, debiting the provision in the Estimates is noted and incur expenditure, debiting the provision, upto the 
extent of the amouL the same way as at 5:4 above and follow up with other action enumerated therein. 

6. 	 Charging of expenditure to Grant and Loan Accounts in the Treasury at the end of the year. 

At the end of the Financial year the Grant and Loan Accounts which were originally credited will be debited by the Director of Accounts 
and Payments with the Value of aid received and actually utilised during the financial year, and the expenditure Account in the Treasury
Main Ledger will be credited with such amount. The Foreign Aid Expenditure will remaii debited to' the provision in the Estimates. 

B - Technical Assistance 

7.1 	 Technical Assistance referred to in this section does include Technical Assistance received as part cost of a project financed from 
a Foreign Loan as it will form part of Capital Aid referred to in Section 5:3. Technical Assistance referred to here includes services 
of experts, scholarships, training facilities, cash, equipment and materials received as part cost of a Technical Assistance 
Programme. These are received by way of Grants. 

7:2 	 Technical Assistance in the form of services of Experts, Scholarships and Training Faci!ities does not affect the budgetary
expenditure of the Government and therefore no financial provision need be made in respect of such assistance in the annual 
Estimates ofexpenditure. However, particulars of such technical assistance (such as the number of Ceylonese undergoing training
abroad and the number of experts providing services in Sri Lanka, the duration of such services or facilities and the country or 
Agency providing the services, facilities etc.) should be shown in the Estimates of Expenditure by a footnote under the relevant 
programme. 

7:3 	 Departments should maintain separate records ofall foreign technical assistance received by them. The records in regard to experts 
should show the names of Experts whose services have been availed of, the duration of their services, nature of assignment and the 
country or Agency providing the servit es. Similarly, records should be maintained in respect of scholarships and training facilities 
as well; these records should also show the value of the scholarships or training facilities. Of exact information regarding the value 
of scholarship/training facility is not available, an approximate computation should be made, taking into consideration the cost of 
travel, subsistence, books, allowances for clothing and medical expenses, and the hypothetical cost of training which should be 
determined in consultation with the Director of External Resources. 

7:4 	 At the end ofeach quarter of the financial year a Return of services of Experts in the form at Appendix 'E' and a Return of scholars 
,nd trainees in the form at Appendix 'F' should be sent to the Department of External Resources with three copies of each return to 
the Auditor-General. 

7:5 	 Where materials, equipment and cash are rc(.-.ived as part cost of a Technical Assistance Progaminme they should be accounted in 
the same way as Grants referred to in Section 5:1 and 5:4 respectively. 

7:6 	 Where equipment is received as part of a Technical Assistance programme, the ownership of which is retained with the Donor 
until the programme is over, such equipment should be kept in sep,rate Inventories. If and when the ownership passes over to the 
Government at the end of the programme, a Board should be appointed to determine the value of the equipment at the time of the 
transfer of ownership and such value should be brought o account in the same way as materials and equipment received as Grants 
are accounted - vide Section 5:1. 

(Annexture 2) 

C - Commodity or Programme Aid 

r. 	 Your attention is invited to the Treasu'ry Circular No. 826 of April 30, 1976, on the subject of commodity or prograname Aid. 
Commodity Aid received by way of Grants referred to in that Circular dLues not include materials and equipment received under Capital
Aid and Technical Assistance referred to in Section 5:1 and 7:1 of this Circular. Commodity Aid Grants on which Counter - part funds are 
payable by the importing Departments and Corporations will be indicated in each case by the Director ofExternal Resources at the time of 
granting the import allocation 

General 
9. The above procedure is applicable generally and any special procedure depending on the method of disbursement by th? donor 
countries will be communicated to the Department by the Director of External Resources. If the Departments have any special difficulty 
or if the general instructions contained in this Circular do not cover any particular aspect, the Director of External Resources should be 
consulted. 

9:1 	 Reference is invited to Treasury Circular No. 824 of 28th May, 1975 iegarding the payment of the Cost of Foreign Exchange
Entitlement Certificates (FEEC's) on aid imports by the Government Departments, Statutory Boards and State Corporations. 

Deputy Secretary to the Treasury. 
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APPENDIX "A" (Section 5:4, 5:5 and 7:5) 
To the Director of Accounts and Payments, General Treasury, 

FOREIGN AIlD 

Quarterly Statement of Expenditure from Cash Allocations of Foreign Aid, Quarter ending ........... 19............ 

Particulars of Programme in the Estimates 
Total Expenditure for Title of the loan I

Amount of Allocation 
Month of Debit Expenditure Debited the Quarter under Grant Deposit A/c.

obtained from the 
Object Class from which Allocation

Head Progra- -Project Object Object Foreign id Treasury 
Class Detail [Provision Rs. c. Rs. c. was obtainedmine 

Date: 

Signature of Ijead of Departrnen 
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APPENDIX "B" (Soctions 5:1, 5:2 and 7:5)
To : The Director of Accounts and Payments, General Treasury. 

FOREIGN AID 

Statement of credits made to the "Treasury Foreign Aid Grant Account" in respect of Foreign Aid received in the form of Equipment and Materials \,Jo 

Particulars of Programme in the Estimates 

Month of Value debited to Provision and Source and Description of goods 
Project Object Object Foreign Aid Accounting credited to Foreign Aid Grant A/c. received 

Class Detail Provision 

Date: 

Signature of Head of Department 



APPENDIX "C"(Paras) (5:1. 5:2,5:3, and 7:5 
To: The Director of External Resources. 

FOREIGN AID 

Advice of Equipment, Materials, etc. received for....................................Project 
Source of Aid
 

Title of Loan /Grant 
 Department 

I. Value " 

U I-2 
-• LL U ~ ._U _= LE . - . 

Rs. Rs. Rs. Rs. 

I certify that the equipment/ materials referred to herein have been duly received and taken on the Inventory Register (Folio No...................................... 

maintained in this Department. 

Date : J Signature: 

Head of Department 
C.opy : Auditor General. IDesignation: 



APPENDIX "E" (Section 7:4) 

To: The Director of External Resources 

FOREIGN AID 

Return of Services of Experts availed of by the Ministry/ Department of ........................................................................ during the quater 
.............................................................. D epartm ent 

Country of Agency Providing at ,,ExpertrRemarks and referrenc toName of Export Nature of Assigament Services of Expert Date of arrival of Expcii c, :.: , cmpletiona reeentServices- of Expert Agreement 

Date: Signature: 

Head of l)epart .'l1i 

Copy : Auditor Gene.al. Designation: 



APPENDIX "D"(Para 5:4)
To: The Director of External Resources. 

FOREIGN AID 

Statement of Expenditure duringthe menth of ..............19. form Cash Allocations .................
Project 

Source of Aid Department 

Title of Loan / Grant 

Programme Expenditure Present Expenditure 
Paricuars of Amount of Data of Reference to Amount of at and of Total Balance of 
Provision in Provision Allocation Allocation received Allocation previous Expenditure to AllocationEstimates 
 month Date Amount Rs. date Available Rs. 

Rs. Rs. Rs. Rs. 

Date: J Signature: 

Head of Department 

Desi.naton:
 



INTEGRATED RURAL DEVELOPMENT PROJECTS
 
The Integrated Rural Devlopmnent Pr-"cts - IRDF arc foreign aid Projects which are funded by foreign Donor Agencies/

Governments. A foreign aid project is created -lihehasis of': 

a. 	 Government approval 
b. 	 A.,reelitent beiseen the donor agcncy and the borrower or hteneficiary 
c. 	 Specific parlialncnlary auollrity hway of' provision in the annual eslinmaes. 

2. 	 rhe loai objectiv of1thC Integrated Rural )evelopment Prtiect is to increase tile incone and living Stlndards ol'the people of the 
District with special emphasis oin the poorest group within the overall context of'reducing the existing inter district disparities. The 
Projects cover thle nain production sectors ,such as agriculture, irrigation, fisheries and industry as well as Social, econottic ald 
other infra structure activities such its eduction, health, water supplies, roads, rural electrification, comtttunicalion etc. 

The main activities of the projects ate :­

a. 	 Fori ofslation project fIr the District." 'elected Proigramine 

h. 	 lniltp lelatii / Co-olrdinatinl of* such programmtes. 

3. 	 PROJICT RIPORT AND CR-I)IT .\( ;R MI-NT :-


In tl'epect of'c'v'h ploject financed under I-oreign aid there ire
 

;I. 	 A l'toiect Reporl, and 

h. 	 A credit Aglrieieit fised ol [lie Proect Repori. 

3:1 	 TI IF PROJIECT RE'ORT conttiwii, details and descriptiots of the project such ats:­

;a. 	Feasihility 

h. 	 Finantcing 

c. 	 Breakdoswn oltliiects under cotporits., catlgories etc. 
d. 	 Projected cost aind finaticial s,ste sisitt respect of each year until he cotnclusiotn oif the projecl. 
V. 	 Ifr¢ekdolwt of cosls :iltd iuianttiies untder eaih comttponett itt respect ol each calegory of 'esour'e reqiired, and 
f. 	 Ietnefitls espected flroit the plticct itt lcrni of fInancial siswell as quamilative terti iti.i'hding social atid eco¢lioic 

betiefits. 

'Te Project Repoi I providcs [lieI xii s fr t eahitiotn ill aulit o ilI Project.
 

3-2 'I iii "RI:I )IT A;IRFIFNI'NT is ised ott the proicti Iepilll ind generally prtisid¢'s for he filluiwint:­

a. 	 Pattern oflwilhthaals untidr the igr¢cItCi. tJ.sua;lk a "Cf.tcdulc of the withdrawal lt-,i is annexet-d to ie Credit 
ag icitteat. 

h. 	 The illourillni picllrl tlhat shltild he tollos¢d in purchasitig and awardin, of contract. 

C. 	 IList of tle eecutilg agenc'ies. 
d. 	 Pll aratiun of i a fl ildil;inttlill ltttttplemlitihion Prograiiiie for tte ini,,itiatiofi lh agenllcy. 
C. 	 IIS1lilliCe of eo (lS isrhorui\ ir
 

I freakdliw it of actual cost iif the projecttiider various, headitins.
 
g. 	 Maiiniace of reciids in such a itinner ;a io eIalbile the assessmiteit of' i i sf Ihe project, cost ol the project anid 

iiiiliN~tioit ohtittelitls iuipitentl and fkils hrouthlt in ilnd'r the credit agreetenit. 
I. 	 StiliiissIll of' Pro ess Reprts1, Io tihe¢tding Agenc . 
i. 	 Subiision ofiaccountilt i tllli llnliliwi thina slipulaltd ititle ilmit. 

.1. 	 ACCO()1NTAIIII.ITY ,.\RRANANIIEN'S -

I- I 	 The plojcti Iirector i, ctircd\with tlie lespolniihility if Iliheiltiitlistratioti and accontiniig of h:tindsk miade available under 
the;aid aireetineit, s lhilst the Secreai., Policy IPlannin and IlIplellillitatioll is in oet all charge of the lleiiitlemllatiil of 
the IPriojet-

Ill 	 19) pls isioll tid beetn iiade i) the Es'lillties under Iliead 201) Prograiie I Projects 1105 lo 112 ;is cotntrihutini to tie 9 
Illo'incial colincils it [lie hltilera:d Rural e)vs'eloipient Prtoict. 
.!lThe h llhwlnl, undailittnllit] iintciles he I, t'lie obs r-ed 

a. :\ccoini llilil' or all[ fUtuif of lh1li hIotros i anidlctler.
 
h A\iultialc isclisile to all tital iial inlotiiatiotn
 
c. 	 Li.atcil Stitemoentis i, prenttirtie aid fair 'iew. 

If I)ichuite oe ;!tcetiiutthitp pdiviees
 

. htiepeitlt iC\ i¢ ull accOl.l is miif systettms.
 

.1-3 	 The Accittluinp sysicis should priusidc_ for fie folluowing features 
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Classification oftransaction. 

V. 	 Classi fication of transaction. 

b. Every Implementing agency and the controlling agency, where there are several implementing agencies controlled by aCentral Agency, should prepare a Balance Sheet for the project identifying the resocers utilised and the assets created. 
c. 	 The controlling Agency should prepare a Consolidated Balance sheet Consolidating the inlfornmation in the individual 

Balance sheets prepared by the implementing agencies. 

5. 	 + 

In the ease IRD Projects which are financed by foreign aid, expenditure is initially met from provision in [he General Estimates ic.front the Consolidated fund and such expenditure is subsequently reitnbused fortn foreign and in accordancee with the relevantprovisions in the loan Agreements relating to such expenditure. IRD Projects fianced in this manner are indicated in the General 
Estimates :­

5-1 Treasury Circular No: 848 of April 19, 1982 spells out tile procedure to be followed in regard to claiming of 
n"iinburselnent. 

5 " 	 I '..' u i ,. .\'CII1'IC',1 I,, ludr .daitill, h I' ll1 CHIC101 p ,z~ pnr,,11 

< J [ ",, \t't';!,'Jc',[, O~ll,,I -l Hil[/I'tllt' 1if C, NTI!,. 	 II,[l[:f 1 1!01 l~IC L' c'd."k 

6. 	 A\;)IT
 
0-I ()1.11("11\ 1:4
 

o,,I 	 k. ,, .1 ! .111It', d Iti -ii id - il~ lINi1.t0 e c.ii,rc l\\ 1W Ire r i< , 1l\:t i 	 Ii' ill~ I, lil 	 ILod 'I'mM1i11 di l 1!1 ' ;. lII\ ' il t L ' t'll Cill i t. l, it IIil h e wldit \ .i- ellil' itl 

The (rCdirl NVTc 1ntCM 0iiri;llyV requires .i spltc-ial audit \%ithin atdefinite peliod of little alter Ih¢ cii u ill he financial year. 
For the puipo, of the special audil required undcr the credit aireenients, the following areas necd special attention. 

;1. \lihcihlci iccounlts ire ttaintained l"it I "'cneall\ accitplCd accounti pl iliCilt, ill I rclic¢. 
b. 	 \VhClhIt Ithe wilhdrawals or IilllhUdein, rir¢ile %in keepir with the provisionsi 1hc icdit li.rCttteni. 
C. 	 Whether the funds obtained hai,c been applied for tile purpose indicated. 
d. 	 Whether equipument, Utaterials etc, received are being utilised for the project,. 
e. Whether purchase contracts under the project have been made in keeping with the procurement procedure in the 

Credit Agreement. 
f. 	 Whether other conditions of the Credit Agreement have been complied with. 

6-2 	 AUDIT PROCEDURE -


The following procedure should be followed
 

a. 	 Chock purcha.,e and contract procedure. 
b. 	 Check classification of expenditure and any recoveries to ensure that it is in keeping with the classification given in the 

Project Report and the Credit Agreement. 

c. Check whether there is adequate evidence to support the work done work certification
 

measurement reports etc.)
 
d. 	 Check whether the Project is being financed through other sources as well and whether such financing has resulted in the 

misapplication of funds. 
e. 	 Compare costs antl quantities as between actuals, budgets and the project report figures applicable to the project in the 

particular year. 
f. 	 Compare Ire actual rates the budgeted rate. and the Project Report rates in respect of utilisation of resources (nmnpower, 

equipment, materials etc.) 
g. 	 Whether tire Accounting procedure laid down by the Treasury referred to in Treasury Circular No: 828 of July 19. 1976 has 

been correctly followed. 

h. 	 At field inspections :-
I. 	 See whetlher tie Project is being carried out generally in terms of the agreement. 

2. 	 Check whether there are atny idle itetis equiptment. plant and machinery or idle labour. 

3. Pay special attentirrn labirur contril procedurcs al work sites. 
6-3 Audit is a review functiorn. It cornstitutes ;Ill ilrdCpendert supervision process in the accountability arrangetnent betwee people

represeited in Parliatment and tihe implerrenting agencies. 

Dischar.e rrf accrunltabilily is in relation to nanagemenrt of resources in accordance with rules anud regulations, systems atd
proccdrs. Resources have trl be llallatmlcd ecotrnrically and efficiently torachieve tire planned objectives. 
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6-4 Comments on :­

a. Accounts 

b. Inappropriate funding 

c. Inappropriate disclosure 

d. Unexplained differences 

e. Wasteful transactions/ Practices 

f. Lack of doctmientary evidence for transactions 

g. Non compliance with laws, rules, regulations and Management decisions 

It. Non existence of assets 

i. Omissions 

j. Vehicles 

k. Idle/under utilised assets 

il. Unecononic transactions 

n. Irregnlarities relating to contracts: 

n. I Failure to follow competitive principle 

n.2 Overpayments
 

tt.3 Failure to recover Turnover Tax/Tax
 
n.4 Reteition tloey 
n.5 ,\greentent,
 
It.O l)ctml
 

n.7 Non coolpletion on target 

1.8 Work helows' specification
 

II1t1 Incolplete wolk
 

7. PROJE.CT EVALUATION 

FOREIGN AID PROVISIONS - 1992 

An analysis of* ihe provisions is given 'ewos :-

Ni. of Loans Grants Total 
Plojects Rs. Rs. Rs. 

I-OREI)I(N All) (FIA) 1113 1I1.797.685,X) 3..l99.353.201t 15,297,043,20(X 

RIINIIIIRSAIIIE 

I( )RGl(iN AIt)1WA) 82 4.062.9210l.0X) 1.2 14,852,2M0 5,877.772.21X) 

T(I A I. 185 10,40.l0)5.0X) .1.714,21 O,400 21,17-1,815.,10 

)I 1W hi0 C. 2 I:(- ectS included included FA as ssell RFA pioions as follows, 

I.oanl ('rants Total
 
Rs. Rs. Rs.
 

IOR111 N All) WFA) -1.3 1l.,0().) 1.267,200 5.59l.761,2(1X 

RE-l NIIt1RSAII.F 

I:()IRlI iN All) RI:A 3.59l).0S8,(X) 309 159,H1)) 3,959,347,1011 

7,9) 1.7.1 S.1X 1.636,860,2(N) 9,5.41.60,2MX{ 

A ",11111111;11". ol th1CPljects linanctd lls (Oi.ants. I.oans. 0;tl, and loall, agaillt FA, RFA. FA + RI-A is as lollosvs: 

1 '101 . ( ,hLIll oilnl t ll\ I & luan, Total 

N'. .- \litl! R, No. AIniti R,. NI. Anlotnt R... No. Aoitonnt R%. 

I( )Rli( iN All ) I)NIY i6 I .51)l),l)7.<Y 15, 3,63 1.1 75.1)(X) 04 4..493.200l,0) 75 9j 17.282,
 

RI 1,II;RSAIt.I
 

I I)II()iN All )INLY 3) S42.56.,(lK)O 22 1.049.315,1l1011 12 20.04.1.2Xt 5.1 1.9)17,925,
 

R( )RI1( iN All ) ANI ) FA 117.318.200I FA 1.230.411,0O) FA (;ranls 860-193.X)
 
RMItI L .\IIY RFA 2,11,1015.00' RFA 2,600,237,0() FAI.oans 3.1177.6511,l(Ot
 

\111 I, \I(iranis 128,0.1)5.1.X 

RFAI1)n 9W.45 IJlOl 

http:2,11,1015.00
http:10,40.l0)5.0X
http:4.062.9210l.0X
http:PROJE.CT


08 648,413,200 13 3,926,(7,(}(0 07 4,966,548,000 28 9,541,608 
TOTAL 94 3,081,886,2(X) 50 8,607,187,(X)0 13 9,485,792,000 157 	 21,174,815, 

3. 	 The total provision of Rs. 21,174,815,400 for Foreign Aid Expenditure included Rs. 272,843,400 under 
Recurrent Expenditure as follows: 

No. of Grants no. of Loans No. of rotal 
Prcjects Rs. Projects Rs. Projects Ps.
 

FA 12 73,688,200 00 54,445,000 12 73,683,200
 
RFA 13 119,571,000 7 54,445,000 20 
 174,016,000 

1* 2,727,200 1* 22,417,000 I 25,144,200 

33 272,843,400 

* A Project involving Grant and Loan 

JANASAVIYA PRODUCTION PROGRAMME 

3.1 	 Programme Goals and Stratepits 

A:ter several poverty alleviation programmes under several governments, the problem of poverty has not been solved as about
50% of the population of the population of the country are yet below the poverty line. 

Therefore, as a solution, to overcome the problemn, an idea of a major poverty alleviation programme was presented as a suggestionand a promise by HE. R. Premadasa, the present President, itt his Presidential election mranif sto in 1988 and was introduced as " a new
vision, a new policy to our mother land" It was presented in sub-sections 33 to 44 of tbc manifesto under the sub-topic, "Investing in our 
tluman base" 

The main items of the proposed poverty alleviation programme were discussed in sub 'vctions 34 - 37 of the electiotnmnifesto of 
the United National Party as follows:­

"34. This progrtam of investing in our human base, has three key elements - the family, tite resources and the titne-period. The 
period is fixed and is for twenty-four months. A family is reckoned to be five persons. There are also some importar secondary elements- counseling, skill and entrepreneurial training and incentivizing. The progamme will radically transform the outlooks of the needy, form 
mere survivors, they become prime movers in their own self-development. Further this programme will enhance all the existing, ad hoc 
attempts to mitigate poverty (eg, food stamps poor relief, etc.) 

35. 	 This scheme will be made operational throughout the island. in a phased manner. Starting with the neediest of the need,
until such tine as the disbursement of such a large volimic of funds is systematized. 

36. 	 Basically, each family will have access to a pool of resources. It is worth Rs. 2.500 a month. This pool divides itself into 
two streams - one directed to investment, the other to consumption 

37. Out of the total pool available each month, the first Rs. 1,042 must saved and invested as an obligatory saving/investment.
This investment process will continue every month upto the end of the twenty-fourth month. At that point, the total savings accumulated 
would be Rs. 25,000." 

After H-Ion. R. Premadasa was elected as the HE the President, it was decided to implement this idea as a Government key 
programme for the development of the people as well as the country. Since the central goal of the programme is the development of the
people. the development of humra beings from those without any assets to those with assets, it is called "Janasaviya" which means 
people's strength" 

The government has decided to implement this programme in Eleven stages in the whole country. and as the first step one A. G. A.division has been selected in each district otl the basis of highest proportion f food stamp holders as a pilot project. Under this programme
it was intended to provide financial assistance to these families, that they will be able to contribute to the total development process of the 
country. 

There are two main themes of the Janasaviya production programme. 
(1) 	 Huni"an development through the development of human strength. (It is based on the self-abilities of the Individual family 

group and the community) 
(2) 	 The satisfaction of the primary needs of the family unit. 
To achieve the first objective which relates to the development of the person or the family unit (human strength) it has aimned to 

improve the following factors arinong the people. 

(i) 	 To increase their awareness. Understanding and rational thinking. 
(ii) 	 To make them to analyse problems through cause identification and make decisions independently. 
(iii) To develop skills to implement decisions to orgnise and tIomanage themselves, and leadership. 
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(iv) 	 To make them think for reduction of dependence and help them to identify and acquire their rights. 
(v) To encourage people to identify and utilize their own resources for their own benefits. 
(vi) 	 To identify new resources and the modern technology and make them to get the maximum utilization forthe product;onl 

process.
 

(vii) 	 To increase participation of women in socio-economic development. 
(viii) 	 To encourage the to develop their personality and self-respect and to safeguard human lights. 

(ix) To reduce social and economic inequalities. 
(x) 	To encourage them to identify their initiative and potential which they can use for their development. 
The satisfaction of the primary needs of tihe family which will help to develop the living cunditions of people is aimed at the second 

objective of the programme. To fulfill this objective it is expected to: 

(i) Engage in and continue reasonable income generating activities. 
(ii) Obtain adequate nutrition level in the daily diet. 

(iii) Conserve primary health. 
(iv) Make opportunities for formal and informal education to develop the literacy rate of the children and adults. 
(v) Make provision for vocational trining and for self employment and entrepreneur development. 
(vi) Obtain ownership to land and a house %%ith facilities including toilet, sanitary facilities, and drinking water. 
(viii) 	 Keep cleanliness, safety, independence, and apericeful environment. 

All the above objectives can be summarized as follows. 

0)jectives ofJanasaviya. 

Human development 

I I 

Development of Human Strenth Satisfaction of Primary Needs 
I I 

awareness regular income 
rational thinking food and nutrition 
self-management primary health 
independence 
 education 
develop group skills housing and sanitation 
human rights environment 
leadership 

resource utilization 
women participation 

equality and initiative 

When we go through these objectives, we could see that the following expectations should be fulfill led to ach-eve the aim of the 
programe. 

(i) Using tie total labour capacity and other skills of the benefited family for their production activities. 
(ii) 	 maximum utilization of land, labour skills, and other ne.uesszry extension services for the production. 
(iii) 	 Co-ordination and co-operation of otther families. Voluntary trgan izations. village level committee members, connected 

departments, agencies and Non-governwental organizations for a successful implementation of the programme. 
(iv) 	 Developing the local market on the supply and demand of the benefited families. 
(v) 	Try to identify new resources and modern technology. 

3.2 	 Implementation of the Programme 
After giving legal authority, under Janasaviya %ct No. 4 of 1989 the Department of Janasaviya was established under the 

Janasaviya Commissioner. liehas issued the relevant insthuctions to the officers through seminars, conferences, workshops, circulars and 
leaflets, etc. 

To implement the programme successfully the Gramna Seva Niladharis (Village Services Officers) who are working at the village
level were assigned work as village level co-ordinates and the Assistant Government Agents were appointed as the divisional co­
crdinators as well as the Assistant Commissioners ofJanasaviya, The District Government Agent. Who is the chief administrator for the 
district, was appointed as tire district coordinator. in addition to thc.:eP many officers who are working at the field level were appointed as 
zonal officers, trainers, etc. 
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For the concept of this programme it is essential to identify the target group but as the conditions prevailing in tile country at that 
time were unfavorable they were not idenified, specially the families who were getting food stamps have been considered as the target 
group, on This basis the government gave the Janasaviya entitlements to all the families who were already getting food stamps. On 
implementing this idea on 29th June 1989, about 1,900,656 entitlements were distributed to all food stamp receiving families, throughout 
the island. 

3.3 	 Expectations of the Programme. 

As, there are some objectives and expectations which must be fulfilled at the end of the programme. T,'e lanasaviya financial 
assistance of Rs. 2,500 can be considered as an investment for the future. This financial assistance is provided mo Ally ;"-r 24 months to 
the selected families on the basis of the two components described below. Every benefited family is expected to implenent a successful 
economic activity within the two year period to achieve the n,ain objectives of the programme. 

3.3.1 	Consumption component 

The consumption component of the "Janasavipatha" (the stamp which issued instead of money is named as Janasavipatha) is Rs. 
1,458. This is further divided into two segments. One with coupons to the Value of Rs. 1,000 and the other to the value of Rs. 458. The Rs. 
1,000 component can be used to purchase commodities up to value of Rs. 500 for the first fortnight and the balance for the second 
fortnight. The Rs. 458 is considered as a compulsory savings but if a recipient desires to utilise the full amount or half or any portion of 
this Rs. 458 for consumption, he is free to do that, Hlowever any rewainder from one month cannot be carried over to the subsequent 
month for consumption. Any such remainder should be deposited as savings in the National Savings Bank or the Post Office. The 
beneficiary can use that savings at any time for production purposes with the approval of the Janasaviya Divisional Co-ordinator. 

3.3.2 Investment component 

It has been planned to deposit an amount of I, 042/= in the names of two selected members of such family. as the householder and 
his/her spouse, by the Government. Within or after twenty four months, each family could get a loan of Rs. 25,000 (i, 042x24=25,008) 
from this savings for production purposes through a credit letter. 

3.4 	 Selection of the Janasaviya Beneficiaries 

It has been decided to implement Janasaviya programme in 279 A. G. A. divisions in eleven stages, selecting one A. G. A. division 
from a district for each stage. A. G. A. divisions in each district have been selected on the basis of the highest proportion of food stamps 
holders, However in some districts it has been decided to have iore than one A. G. A. division at each stage on the basis of the ethnic 
ratio. Because of this 28 A. G. A. divisions were selected in the first stage. 

3.4.1 People's Participation 

When working on a human based development programme, obtaining people's participation is essential. To put this idea into 
practice, several steps had been taken by the government, when issuing instructions to the officers. Mainly for the purpose of close co­
operation with the people, some key principles have been specified in the janasaviya circular 3 (savi 03) as follows: 

* 	 Trust the people, especially the poor. 

* 	 People will decide and others (politicians, officers, etc) should support them. 

* 	 The poor must be organised 

* 	 Do what is just and right. 

* 	 A countrywide process of learning by doing. 

* 	 All procedures to be open and transparent. 

A committee called "Support Team" was selected by the community with the guidance of the A. G. A. for each hamlet. This team 
consists of five members. The hamlet community hias selected four members from their own community itself and one was appointed by 
the A. G. A. who is a government servant. Working at the field level., considering the necessity of women participation for the 
programme, it has been instructed that one of these five members must be a woman, An orientation training has been given to these 
Support Teams about their activities which come under the programme. 

This team had functioned as a volunteer organisation, and had to play the major role for itplementation of the programme at the 
hamlet level. They had to: 

i) 	 Identify poor families (beneficiaries) who hold food stamps. 

ii) 	 Prepare a list of families receiving food stamps according to the hamlets. 

iii) 	 Prepare these lists into a pricrity order with five copies and publish in the area for the information of the community. 

iv) 	 Help the families to understand their problems, and make them solve problems through rational thinking. 

v) 	 Encourage the Janasaviya beneficiaries to develop their personality and to idcntify and acquire their rights. 

vi) 	 Help them to understand the good results of wcrking collectively and to identify and utilise their own resources for their 
own benefits. 

vii) Encourage the people to make decisions independently and implement them. 

viii) Improve the present technology, identify modern technology by training skills and enable them to get the maximum 
utilisation for income generating activities, like bank loans, aid, resources, marketing, etc. 

ix) 	 Find out the progress of each family and help them to do the correct thing. 
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3.5 	 Indicators used to identify the Beneficiaries I 

Instead of giving the Janasaviya assistance for all the families who have already received the Janasaviya entitleener ts, in the 
implementing stage it was decided to give this aid only to the families who can enter the productive stream within or at the end of the two­
year period. On the basis of this, guidelines were issued on how to select the poor families. According to these guidelines the basis 
characteristics which qualify a family to obtain Janasaviya are follows: 

i) The really poor and the Poorest of the poor. but who are enterprising. According to the approach followed communities 
themselves identify their own poor, by using always completely open and public meetings and discussions ensuring 
attendance of all poor families as well as non-poor families of the hamlet, getting each family to stand up, speak out and 
convince the community of their real level of poverty. Thereafter getting each identified family to make a written 
declaration of income in a form exhibiting all lists publicly, using community ingenuity to make right and just identification, 
reaching consensus through consultation and finally arranging the identified families in an order of priority. 

ii) Receivers of Janasaviya entitlements. 

iii) T:,ose who did not get entitlements, but are really poor 

i ) Drawing below Rs. 700 family income a month regularly. 

v) Without any discrimination weather they live in rural urban or plantation areas. 

vi) Having a member or members capable of finding employment and earning a sustainable income. 

viii) Without a single member who is employable, is not eligible for Janasaviya; they will receive public assistance plus food 
stamps. 

According to the instructions of the Janasaviya Secretariat the family unit can be defined as follows: 

i) Family means the head of the family, wife. of husband, children and any family members temporality resident elsewhere 

ii) Includes those living as members of the household who are related by marriage or blood. 

iii) 	 Boarders, lodgers, helpers, and servants living with the family are excluded. 

iv) 	 Married sons and daughters living in the same house. with their parents, who are quite clearly cooking and spending for 
themselves separately, should be considered ad a separate family. 

v) Head of family an adult ma:m or woman generally. earning the family's income and responsible for its care but it can also be 
an elder regarded as such by family members. 

vi) Household does not mean only father mother and children but others like relatives, who are living with the family. 

We could see that in these family identification work steps the responsible officers had to clarify any'uncertainties and doubts in 
people's minds, to fill gaps and attend to weak points to correct deviations from the guidelines to strengthen the process already started 
with the help of the Support Teams. NGOs and others by giving orientation to them. Also they had to use community information too. by 
producing posters. Hand bills leaflets, hand written notices, etc. 

Using all these methods and resources. when doing these identifications it also had to identify the families who were at the cutoff 
level. Again it had to go through the guideline given by the Janasaviya Secretariat. According to the instructions, the cut off level is 
equivalent to a monthly regular family income of Rs. 700/= Therefore the following families were above the cut off level. If there is a 
family member who is: 

i) 	 drawing an income above the cut off level form regular employment in government / corporation / statutory board or 
private sector employment; 

ii) receiving an allowance over the cut off level from a pension, Widows and Orphans Funds, Farmers pension fund or any 
similar source; 

iii) In foreig'i employment with an earning source above the cut off level; 

iv) 	 In a skilled or semi-skilled trade, earning an income eg carpentry, masonry, electrical work. welding fitting radio repairing, 
driving etc. 

v) 	 in self-employment getting a monthly income above the cut off level. (eg. sewing clothes poultry farming. etc) 

vi) 	 drawing an income above the cut off level from trade or commerce; 

vii) 	 drawing an income form an unorganised or informal sector sources; 

viii) 	 drawing an income fror a deposit in a financial institution; 

ix) 	 drawing the family income from all lowland and lghland cultivation. (it will vary from district to district and division to 
division, so should be worked out to buy the local products from the co-operatives. Buying some products which are special 
only for one area and also transporting them to a different area and are selling them is also done by the Co-operative 
Department. 

The A. G. A. worked as the mnan implementing officer of this programme and his office was the main implementing agency. Tle 
A. G. A. is the chairman of the Divisional Coordinating Committee and therefore lie had to co-ordinate the Co-operative Department, the 
Co-operative Society and authorised dealers to get the above things done in a correct and smooth way. This co-ordinating duty is very 
importart for the immediate payments to the co-operatives to buy their goods. In addition to these the A. G. A. has to co-ordinate all the 
divisional officers like Planning Agriculture, small Industries, Bank etc. Who are working at the divisional level in relation to Janasaviya 
activities. 



To fulfill the various expectations and objectives of tie Janasaviya programme, this co-ordination was important in several ways,especially the co-ordination with the National Savings Bank and the Post Offices were very essential because the sa, ings of Janasaviyabeneficiaries are dcposited with these two institutions. 

3.6. 	 co-ordinating Committees
 
When we art discussing about the co-ordinating work done by tile
A. G.A. . We have to mention that there were several actioncommittees at various levels to implement and co-ordinate the Janasaviya activities. They have been appointed by the Government as

follows. 

i) 	 National Co-ordinating Committee. 
ii) 	 Provincial Co-ordinating Committee. 
iii) 	 District Co-ordinating Committee. 
iv) 	 Divisional Co-ordinating Comtnitlee. 
v) 	 Support teari 
Formulating policies, preparation of guidelines and plans for implementation, training and other activities advising at nationallevel, and maintenance of uniformity and continuity of the programme are the duties done by the national level and the Secretary to theMinistry of Policy Planning and Ihplementation acts as the chairperson of the comm ilteeat this level. 
Under the chairperson ship of the Provincial Chief Secretary the Provincial Co-ordinating Cotmirittee works as the co-ordinatorand the tnonitor of the Provincial level activities, preparing the District level plans, Collecting processing and disseminating informationwith regard to physical and human resources and markets in the districts, identifying resources available from parameters) 
x) drawing the family income from any other source or assists (eg. fishing, agricultural machinery vehicles, etc)xi) drawing an incotne otfone or more family members from a cottage or horee based industry. (eg. coir industry)
xiii) drawing an income from one or more of the above activities exceeding the cut off level. 
In addition to these guidelines local experien,:e should also be used for tire identification. On the other hand guidelines also hadbeen adopted and developed from local experience. 
Using the above criteria, the entitled families were identified and tie programme has started on 2nd of October. 1989 In this firststage 	 189, 545 fairilies were included troni 28 A. G.A. divisiouis in the 25 districts of the country.accepted as ess Since people's participation ,-asitial inthis programme. The government decided to consult the people's opinions again about the above irdenification tosee whether it was right or wrong. They were communicated through all the mass riedia and were instructed it)write intheir views withor without theii naries to the A. G.A. or any other relevant officer. This was so effective and there were niany complaints which wereexamined vithout any delay. As a result of this the rurrber of beneficiaries were reduced up to 156,003 families.
 
Janasaviya financial assistance is provided 
 to the selected families through Janasaviya stanips and they are allowed to buy foodand other needs forrn tileco-operatives. There is a condition thatall
tie foods they buy should be local products eg. all locally producedpulses, coarse grains onions, chilies and condirients, textiles, shoes, exercise books. pencils agricultural equipment, tools, inputs such asfertilizer, seeds and agro - chemicals are included to the basket ofcoimiodities. Inaddition tothese rice, sugar and flour were included asthe three principle cormrodities and curd fish,eggs, infant milk foods, kerosene oil, basic tori!etries such is soap are also provided. On arequest made by Ministry of IHealth, mosquito nets are also included as an ani malarial
measure. Al,%) locally produced pots and pars,aluminum goods, plates, cups and saucers, ropes and broonis are also provided. We ctruld see that tre condition of "locally produced" isassociated with the objectives and expectations of the Janasaviya programme. If we go through those objectives and exceptions. We conlsee that encouraging people to production activities" and "funclioning a local market orr the supply and tilebenefited families" are two points working as a link to all 

deiand of the Jarnasaviya
the other points; so if there is acondition of "locally produced" it would help tocreate income generating opportunities to the beneficiaries. 

Co-operative Department has been designated to activate all these ina practical way. Co-operatives had to buy localproducts form
the benefited fanilies, as well benefited families had to outside the district and organising their supply. taxing Divisional level officers.
preparing and updating District level development plans. identifying 
sources of production for sub-contracting by large producers, andreporting the progress to the National and Provincial level Committees are atrtng the major activities of tle Di'itrict Co-ordinatingCommittee. As the administrative head of the area. tileGovernment Agent of the District acts as tire chairperson of this committee and atllthe district level officers related with development activities are iemobers of it. 
A. G. A. of tire area acts is the co-ordinator of the Divisional Co-ordinating committee. and hisoffice is tire main implementing
agency of the progranie. This committee has been assigned many duties in iirplerieting the programme like selection of faunilies for
Janasaviya assistance alppointment of support teanis and training Ihert issuing of Janasavi cards. Exalmine the appeals of tire people.Itplementing tile
"saragai" programme (see 3.7 below) co-ordinating vitlh tie ci-operittives and relevant agencies like banks and post
offices. collecting intiformation from various government and non-governmental organisalions and disseminating saie to tire hatilets andviceversa. Identifying local resources and market opportunities inthe division organising training programmes fortire traiiners. taskgroups and recipient families. provision Of advisory services totie beneficiaries and other related activities. Inaddition tothese activities,every mnonth tire A. G.A. has to attend the National Co-ordinanting Conmiltee and report the monthly progress. Develotmnt Officers.Rural Development officers. Agricultural Instructors, Fisheries officers, allother rela:ed tfficers vorking inorganisation representatives and other key informants 	

the divisio n, voluntary
identified by tie A. G.A. as well as the other committee members are intheDivisional level committee. 

At the hailet level,there is aSupport Team and non-gos'ernmental representatives to identify hurnJanasaviya recipients, prepare a production plan for tire hamlet based 
ititalphysical resources of tie 

on the utilisation resourcesof local under the guidance of the 
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Divisional Co-ordinating Committee. identify specitic groups or personas %0hohave specific abilities and are engagCed in viable incomegenerating activities. Co-ordinate credit and other support services, identify market opprtunities or'the hamlet "Ind report the hamlet level 
progress to the divisional committee. 

In selccting NGO representatives for tie hamlet level activities of the progranne, the oririty has been given to the existing socialand economic organisations. Rural D'e-velopment societies, thrift and Credit Co-operative Societies. Sarvodaya. Youth and women'sOrganisations. etc.. were among those and with the help of the people in the hamlet and the recomnmendat ions of the GSNs these 
represer'aives had been selected. 

3.7 	 Junasaviya Sar'ganma Programme 
On the basis of the exchange labour (attain) system for private work oftlhe people and group work (shramadana) fbr doing publicwork of the village, this programune has been introduced and the programme has been led by fhe Support Team ani the GSN at the hamlet

level. The overall supervision for the programme in the division is done by the Divisional Committee. 
Under the Sargama programime, one person or more of every benefited family should work twenty days per month, on either publicor private works. The implementing committee sh Aid decide now many days shouMi be spent for public works and fow many days for 

private vorks. Generally within a week they have to work live days and next they all have to mieet in a particular place. All the leaders ofthe Janasaviya benefited families. Village level officers, and Support Team members have to attend this meeting and at this me-ting they
discuss the progress of the works, problems, solutions and future programlnes. etc. 

3.7.1. Identified activities under tile Saragama programme
 
Work to develop the quality and quantity of the producti(o activities of a benefited family eg. cultivate more 
!;'nd using 
improved methods.
 
Engage ill 
a 't'cational training programme which help to obtain a job in the future or training for self-employment and 
entrepreneur developmen. 
Constructilrg repairing or doing sonie maintenance oif roads, Playgrounds, Public wells, streams, etc.. which benefit the 
village people. 

* Housing (building houses) doing things for conservation of primary health, opening pre-schools and day care centres. 
* 	 Prevent sea-coast erosion soil erosion and keep the village clean, and also plant trees. 
* 	 Developing village fair and other trade in the village 
* 	 Developing the small-scale industries. Lands and other available resources. 
* 	 Supporting day to day duties of the government institute +++ school co-operative shops, health centre post office and other 

government enterprises . Industries sites, etc. in the halet as well as in tile division and also get back the benifit from them 
to their villages. 

At the discussion about their work. Any one can complain if anybody does not do his or her duty on iine or does nr,; participate ittthe public works, if there are any complaints support Tear and the Officers like GSN who have lie responsibility to get the mork done.should take steps to investigate quickly and if the complains are correct. They nmay take action to cut off tile financial assistance of thlose 
beneficiaries or to implement any other necessary penalty. 

We can see that Saragame Programme is a training programme for production activities which need to get the Janasaviya financialassistance. Also it is a prigramie which depends on people's participation as aimed ia the Janasaviya production programme. With this.there is an oppolrtunity to the people to be united, organised, and work together and to programme, implement and be responsible and lso 
judge their own work. 

3.8 	 Selrf Employment Programme
 
The main idea with the Janasaviya programme is to develop tile human strength in terms of physical and mental as 
well as theeconomic conditiois. With the experiences gained from the programmes already implemented. It has been recognised [hat. In order toachieve these targets to income level of the people in the country must be increased. On this basis, many efforts have been made in one way to develop the skills of the unemployed and under employed and, in another to grant loans for self employment programmes. 
Under tile skills development activities, all the Ministries and other government and non-governmental organisation which aresupplying training facilities have been asked to elect unemployed persons, specially the youth. and train them to use their capacity to amaxinimn. ire ministry of Youth Affairs has been named as the national level coordinator for this purpose and all the institutions likeNational Youth Services Council National Apprentice Board. Adult Education Unit of the Ministry of Education, Department of qrallIndustries, etc. have been assigned to train youth for various kinds of productive activity. This training is based on how to get themaximum use ofthe available resources in individual areas and the duration and tile way of irplerienting tie training p-ocedures depends 

on that. 

All tie governnent and non-governmental banks and other financial institutions have been instructed to start special loansschemes to help start self-er ployment activities: the government commercial hands have started a number of programmes to issue loansto improve the Jarasavi self-employmrent activities. According to the figures of Central Bank report in 1990, at tile end of 1990. 22,500beneficiaries were trained ott various activities ait government training institutions. In addition, 28,598 new projects were established indifferent sectors. As a result, 28,990 beneficiary families were engaged in these projects and generated 38,132 new jobs by tile cid of1990. Credit facilities were given to the beneficiaries, mainly initiated by the government sector financial institutions and at the end of1990, they had granted Rs. 132 million for 18,359 families for the implementation of self-employment activities. 
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For further development of solf-employme;jt and skills development programmes, a special pro.,ramnie called "Janasaviya trust 
fund" was started in the beginning of 1991, and it has aimed to improve both these programmes with the help of the World Bank and the 
other donor agencies. When it was officially started in May 1991, about Rs. 400 billion had been .rovided for this programme. 

IMPREST ACCOUNT 

F. R. Nos. 365-373- deal with the subject of Imprest. But over the years several circulars, Circular letters, specimen of various formats to 
be used, have been issued to Ministries /Departments giving consideration to short-comings and practical problems that arise from time 
to time. It is therefore, clear that the scope of the subject of Inprest as detailed in the F. R. has been greatly expanded. 

What is Imprest? 

F. R. 365 defines the term "Imprest" as follows: 

Imprest to indicate a sum of money placed by the Treasury at the disposal of a department or an individual officer to be utilizedfor 
meeting authorised payments during a financial yearfor which it is used. 
One must read this definion very carefully, especially the portkins in Italics, giving particular attention to the meaning behind them. 

What is the difference between the "Imprest" and "Provision"? 

Very often the work "imprest" is used incorrectly oven by very senior officers of Government Departments. It is very common that the 
work "Imprest" is used to express something concerning "financial provision". Therefore, the proper meaning of these two terms should 
he clearly understood. Availability of financial provision is prime requisite to Make a Payment. There are two kinds of payments i. e., 
Payments which do not involve cash at all and payments which involve cash fully or partly. In other words certain payments or parts of 
payments are made by means of cross entries and transfer orders without invo!ving cash Therefore it is the element of cash that is in 
included in a payment, which we call is "IMPREST". 

What is Imprest Authority? 

This is the financial limit up to which money could be expanded by the Departments / Ministries, which is fixed by the Treasury at the 
beginning of afinancial year. The Department / Ministries are required to submit their requirements of Imprest for the next financial year 
in the standard form supplied to them. The details expected to be given as are follows: 

Provision made in the Estimate: 

Voted funds including allocations form other Departments XX 
Public Servants' Advance Account 'B' (Debit limit) XX 
Deposit Accounts XX 
Other Commercial Advance Accounts (Debit Limit) XX 

less (a) 
(b) 

Cross entries 
Allocations to other Departments 

XX 
XX XX 

Authorised Limit of Imprest XX 

Less (a) 
(b) 

Estimated revenue 
Receipts from Adv/Dep. 
Accounts 

XX 

XX XX 

Amount ofcash to be remitted by Treasury for 'A' class Dept. XX 

Except for 'A' Class Department 'B' & 'C' Class departments are not permitted to use their revenue as imprest. Therefore, in fixing their 
Ijnit of imprest to be drawn from Treasury, for the year their earnings are not taken into consideration. The amount stated in the hInprest 
Warrant issued by the Minister of Finance at the beginning of the Financial Year is the total of the inprest Authority. Fixed for that year 
for all departments and Ministries. 

Whether the amount of Imprest limit can be changed during the year? 

This is possible. The departments / Ministries use to receive allocations from Treasury of other departments during the course of the year 
to incur expenditure on their behalf, In such instances the Treasury should be requested by the departments which receive such allocations 
to revise their limit of imprest accordingly. 

Are there limits fixed as regards monthly withdrawals of Imprest from Treasury? 

In the case of 'A' class department they are authorised to vary the monthly requirements of imprest on the basis of their carryings as wel 
as planned expenditure for the month. For this purpose all 'A' class departments should forward a 1LASH REPORT OF IMPREST for the 
months to the Treasury to be received on or before 7th of that month, using the fonnat given with the Treasury Book Keeping Branch 
Circular Ietter No. PA/24 BKIQ dated 11.2.1991. As regards inprest for 'B' Class Departments monthly limit of imprest is fixed by the 
Treasury at the beginning of the year. These Departments are permtitted to renew their imprest without exceeding their total imprest limit 
as stated in F. R. 269 (b). This system has'since been verifed by Treasury Circular No. BK/4/93 of 20.07.93. 

(0t) 
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Supplementary Imprest Authority / Warrant: 
This is the Imprest Warrant signed by the Minister of Finance at the end of the year to give authority to use imprest for payments involvin:.
supplementary Estimates passed y the Parliament during the course of the financial year. 

Renewal of lmprest by B' Class Departmes 
F. R. 369 stated the procedures to be followed. Th. iollowing documents should be forwarded to the Treasury once a month or for a lesser
period, for the renewal of Imprest. 

i. Application for renewal cn form General 103 
ii. Summary of Debits 
iii. Bank balance certificate 
iv. Bank reconciliation statement with a list of uncashed cheques 
v. Certificate that the vouchers have been sent to the Auditor- General 
vi. Statement showing the position of lmprest. 

Renewal of Imprest by 'C' Class Departments: 
Payments should be made from the Petty Cash inprest issued to them by the Treasury. Renewals should be obtained from Treasury orKachcheri which is tile Payment office assigned, once a nonth or more frequently, if necessary, forwarding the following: 

i. A certified schedule of vouchers with paid vouchers 
ii. A certified summary of debits 
iii. Application for renewal of credit on form Gen. 103 

What is meant by petty Cash Imprest? 
The term "Petty Cash Imprest" is very commonly used incorrectly to mean any type of imprest that is granted from a main Imprest givento a Ministry or a department by the Treasury. In this respect your reference to the Treasury Circular No. 742 of 6.6.1968 is very useful. Itdeals with the difference between "Petty Cash Inprest" and Sub Imprest". According to this Circular petty Cash Imprest is the Imprestgiven by the Treasury to 'C' Class Depailments and to A. GAA. to make cash payments. Petty Cash inprest and Sub Imprests are further 
described as follows: 

Petty Cash Imprest: 
The limit of Inprest granted to 'C' Class are determined by the Treasury. The present monthly petty cash imoprest limit fixed by theTreasury for A. GAA. is Rs. 200,000/- p. in. It is also important to know that, while there is a limit of imprest there is also a limit ofexpenditure that could be incurred at a time. the present limit prescribed by Treasury is Rs. 500.00 and as regards payments done at theTreasury or Kachcheri this limit is Rs. 1000/- (Please refer to Treasury B/K. Branch Circular 90/09 of 14.9.90) 

Sub - Imprests 

There are three types of sub-Imprests 
(i) Petty cash sub-imprest 

(ii) Continuous Sub-Imprest 
(iii) Ad-hoc Sub-Imprest 

Petty cash Sub-Imprest 
A Chief Accounting Officer at his discretion can au^horise an Inprest up to a maximum of Rs. 5000/- to an officer working under thedirect supervision of a staff grade officer. Any increase over this limit should be approved by the Treasury. The officer in charge of this 
should be secured under F. R. 1250. 

Continuous Sub-Imprest: 
This is an Tmprest given to a sub-office of a department out of its main Imprest to meet theirexpenses. The limit of these imprest shouldh. approved be the Treasury. An officer in charge of Continuous Sub-Imprest at his discretion, and under his responsibility, can i sue apart of his imprest as "Petty Cash Sub-inprest" or Ad-hoc" Imprest to another officer subject to conditions laid down under F. R. 371 (3) 

Ad-hloc Sub-Imprest: 
This is an 
imprest given to a Civil State officer for a specific purpose. On special occasions these Iniprests can be issued to shroffs or
officers of other grades under direct supervision of a staff grade officer. The present maximum limit for Ad-Hoc imprest Rs. 20,000/-.
Any htnount exceeding that should be approved by tie Treasury. 

Refund of Imprest Balance: 
Except for Sir L.naka Missions abroad and 'C' Class departments all other, Ministries atid Departments should refund their imprest balanceas at 31 st December each ,ear to the Gen. Treasury. In order to facilitate this requirement departments should take early action to have theimprest advances and Sub-Imprest balances settled by 31 st December. There cannot be any unsettled inprest ads ances by the end of the 
year. 



Reconciliation of Iniprest Account 

This is a very important accounting function to be done by the departmtents and ministries. They arc expec'ted to realise their itnprest 
accounts with Treasury Computer Print outs and if there is any erroneous debits or credits aictionm should be mli en to Itectily themr. 
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Translation 

Treasury Circular No. 742 

Treasury No. 74/1/3/ (BK/AD) 

General Treasury, 
Colombo, June 6, 1968. 

To : All Permanent Seer;, ==5esand Heads of Deparinents. 

ISSUE OF PETTY CASH IMPRESTS TO 'C' CLASS
 
DEPARTMENTS AND OF SUB-IMPRESTS WITHIN ADEPARTMENT
 

It is found that no uniform procedure is foUllowed in Government Departments in regard to the issue of sub-6nprests within a Dcpartmen 
and that in some cases therc is little or no control. The financial regulations relating to the issue of Suh-hnprsts - F. RR 371 to 373 shoul 
b carefully noted and strictly complied with. The instructions in this Circular are issued or the further guidance of the officers of 

Departmnents in regard to this matter. 

Petty Cash ImprTst. 
2. The term Petty Cashmprest" is used in relationto enprsts granted by the Treasury to C' Class Departments and to D. R. 00 for 

making their Pelt) Cash payments. Instructions contained in F. RR 369 "c& 370, and 373 (3) should be strictly adhered to with regard to 
these Inprests. 

',tx 



Sub-lmprests 
3. 	 The following instructions are issued to ailphl'y the provisions relating to sub-hprests: 

(a) 	 Notwithstandine the prtvisio is of .R.37'1 (2) (a) a Chief Accounting Officer may at his discletion autholisc aPetty Cash 
Sub-impres up to tlaxinuinii of Rs. 2,5(0) ,ato amy officer \%orking- under the direct supervision of a staff ()ficCr. WhCc 
larger Petty ('ash Sub-imprest is considced necessar., the authority of tile (Accounts and paymtentsTreasirv )i'isitn 
shoull he obtained. 

(b) 	An Officer who handles a 'city Cash sub-liprest should furnish security intetin; ot FK.1. 125f) 

(c) 	A separate Cash Box should he provided fl.okeeping the cash and the key of' the cash box should Iein tle possession Ofthe 
officer to whom the Petty Cash Suh-imprest has been issued. No other m,,oney should be kept inthis hom. 

(d) At the cud of each day tie Cash BOx should be locked and deposited inill iron safe, or where ntoiron safe is available, in a 
secure repository, tlie key of'which should he ilthe custody of'a Staff oficer.A petty Cash Book or Register. as prescribed
in F. R. 440 (3), should hleMaintained totecord the receipts, renewals of suh-ltnprests, and paymenits. Tansactions should 
be recorded as they take place. Reference is requested in this connection to F.R. 3 16 (2). The petty cash Itprest look or 
Register should be checked and balanced and the cash verified at th, end of each day by tileofficer who has authenticated 
the entries. 

(.; 	 In all cases Petty Cash Book or Register should he checked aind the balance cash venified attile frequent and irregula 
intervals and at least once a iouth by ileStaff Officcr in charge as required by F.RR. 325 (I ) and 372. 

(f) 	 The petty Cash SulI-itnprcst could be renewed by drawing a cheque or nioney order inFavour of the officer handling the 
Inlmprest a:;aid when such renewal is necessary. Iiaiy case it should he renewed at tileend of each ilonh. 

(g) 	 Paynient fromt a Pcty Cash Sub-lhiprjW.t should t0t cxcccd Rs. f )ff except inthe Trcasury or Kachchcni where a payment 
ip to Rs. 500 may be maide. 

ContinuousSub-inuprest allowt'd iosub- offices 
4. 	 (a) Conditions governing the issue ofcontiliius Suh-hiprests arc laid down inF.R. 371 (2). hFile hc takengreatest care should 

to keep the amtount ol'continnous Sub-lmprests as low as possible. It the application for the htiprest sufficient information should be
 
furnished to enable the Ilead of Departmcnt to assess the reastnableness of the aniount applied for as Sub-itniprcst. 

(b) 	Cash tBooks should he maintained to recird tie receipts and payments ott account of these Sub-tinprests. At the end tif each itnitth 
ilie Suh-itnprcsl should be renewed. Under no circuIstauces should Suth-offices he permitted to retain any part of the S'ib-imprest for 

effectini urgent paytents pending the receipts of the Sub-Iprest forthe new financial year-vide F.R.375 (5). 

5. 	 (a) Au examiple of Sub-imprest of this nature is an atiount issued to ainofficer to pay casual empltyees inthe field when tile 
exact tfotal of te payntit due to he made is nit Knwn. The purpose for which the Sub-itiprest is issued should he indicated tat the 
voucher. 

(h) 	 "Ad-hloc" Sub-Imprests should normally he granted toofficers of Civil list Status. Under special circumstances "Ad-hoc" Sub­
litprests may be issued to shorfft 
 and other grades tif office's to be operated un:her the direct supervision of a Staff officer. 

(c) These Sub-lmprests should be settled ott the day on which they are issued itt [he case of paytients in the office itself, and in the 
case of payments which have to he made outside, immetdiately onithe return of the officer after making the payments. Sub-htprests issued 
to officers in the field should be settled within ttmee days from the date of receipt of the remittance by tie Sub-imprest holder. 

Petty Cash and "ad-hoc" Sub-itoprcst, issued frot continuous Sub-imprests 

6. An officer having the custody of acontinuous Sub-ilnprest may, at his discretion re-issue part of it as a petty cash Sub-imprest, so 
as an "ad-hoc" Sub-imprest. Tfte operation of such Sub-imprests will be subject to the requirements in paragraph 3 above and F.R. 371 
(3). The responsibility for the proper supervision in regard to tile custody and accounting of these Sub-imprests will devolve on the officer 
issuing the Sub-imprests. 

Continuousreview of Imprests 
7. 	 (a) Instructions given in this Circular may not cover special conditions that may prevail in sorie Departments. Such 
departments should issue further necessry instructions in order toensure the safety of Government funds. Every l)epartment, should 
review the Sub-imprests operating in the Department and take steps to ensure that are kept :s low as possible and that they are operated
in accordance with the directions given in tfte new F.RR and this Circular. 

(b) 	Tile Staff Officer responsible for the issuing of Sub-imprests should mairtain a Register inthe forn as at Appendix to record all 
Sub-imprests issued to and recovered from each officer. lie should inspect this Register at inter' is of iot less thaa tmonth and take steps 
torecover any Sub-imprest the settlement of which is outstanding, or the further maintenance of which is not considered necessary. 

Sgd: 

Deputy Secretary to tile Treasury. 

('9(191 



INVE NTORIIES
 
Inventories are records maintained in respect of items of inventory such as land Buildings, Machinery and Equipment, Motor 

Vehicles, Furnitures and fittings, Construction Equipment, Books, Office Tables, Chairs, Clocks, Trays, Ink pens etc. They arc 
maintained both in Govt. Depts. as well as lacge Mercantile establishnnents. On only ihe firmat differs. Since all of you are Executives in 
Govt. Departments, I popO.Se Itdeal with oll In'.entories illGost. Dept/ Offices bccdtu, c the ti1C of 1 1/2 hourS s sholt tot itcXaillille 

in greater detail. 

Inventory Item - a definition - It is an item of utility acquired by a Govt. Dept and used over a period of years until it becomes 
unserviceable doie to age. Inventory items should not be conlused with Expendable items such as ball-point pens, soap, writing paper etc. 
Which are called consumable items and are recorded in theConsumable Stock books. 

F. 454 - states that an inventory book should b maintiined on Form General 44 in which should be recorded the receipt and Issue 
ofevery article of Govt. property, other than Con.mable stores. In Depts. Where Central or Master inventories are maintained, it would 
be necessary to maintain distribution lists either branch wise or individual ofticer wise. 

There are two sides in an inventory book, Viz the Receipt' side and 'Expended' si(l. 

INVFENTORY BOOK Gem 44 

Received Expended 

Date Vr 
No. 

Fourm shmhit Date \'I. 

No 
I Iow disposed of 
of 

When Inventory items ;re obtained either throtugh the piicoreiient and advisory Unit (Forimer Dept. i (i',o,.Supplic,) -iovt. 
Corporations or private traders (with due approval) the items should be taken "onlcharge" on the receipt Side of the in cntoiy book, noting 
the date of purchase, Source of purchase, and quantity. Before the acknowledgment is signed, or the Voucher for payment certified by the 
Staff Officer, he should check and initial all the entries with the relevant supporting document. 

Issues - Issue of Inventory items either to Individuals or branches should be make only on written requests approved by a staff officer. 
Such issuers must be made on issue vouchers, which should be acknowledged by the recipient and be filed in chronological order of dates 
and should be produced to:­

(a) General Audit - When called for 
(b) Internal Audit - do­
(c) To the Board of Survey 

Receipts - All receipts of Inventory items into the organisation shall be supported by 

(a) Consignment notes 
(b) Duplicate copy of the receipt order (Gen. 219) if the item was received from another Dept. 
(c) Certified Copies of invoices etc. in the case of purchases. 

Issue order Book - (Gen. 141) F. R. 753 

Receipt order Book - (Gen. 219) 

Issue orders 

In Govt. Departments, iese are very important instruments of stores Accounting. Usually when issuing or transferring an 
inventory item to a branch within the organisation which maintains a separate inventory or when issuing outright to another Govt. Dept. 
the issue should be mtade on an Issue order. The original should accompany the item and the duplicate will be retained in the book. The 
issue crder, Book is serially numbered and is in duplicate. The inventory hook should be posted quoting the issue order number. 

Receipt orders 

When an inventory item is received in a branch of the same Dept. Which maintains its own inventory records, or by another Dept. 
the receiving party should prepare a receipt order, quoting reference to the issue order ott which tie items were received, enter tie items 
and quantities received, enter tilereceipts inthe inventory book and submit for the Staff Officers (or 0. 1. C. 's) signature. The officer will 
initial the entries inthe inventory book and also sign the receipt order. This original of the receipt order shall be dispatched to the party 
who issued the items. 



Separate Inventory books for different CaL.gories. 

Separate Inventory books. should be iaintailt Dircoid, ditifrent Categories o inventory iullis. such as 

(a) 	 Furniture, office equipmet ._."!blc,. ch'iis. Trays. Rone - Nlachilic. Photo -copy machines, Calculators, talble lans etc. 
(h) lICltricil fittineS - 02. (Ceilill, tali, illi'ecet ltftiiis. Air cionitionierl s etc. 
(c) 	 Nintor Vehicle, - cspeciall,, in l)elis. \W +ce, lacer flet is iiiaintained. 
(td) 	 Lind and Buildings - By depis. Which iiiaiinaiin a large numher of Warehouses, office buildings etc. llete the acreage of 

each land and square fect of eac: 'uildni, h uhldbe given. 
(e) 	 Items ofsmall value - eg. Fi lf,,, stands I at racks brass call b 11s,p a, trays etc. 

Central Master invento -y and distriution lists.,

Where there in a master inventory is an Organisalion and branches or officers are directly issued inventory items under 
acknowledgmtent. it would not be possible to post every issue in (he inventory book without over burdening the records. In such 
circumstances, distribution lists are maintained branch wise or officer wise, by the officer-in-charge of the master inventory book. 

A sample distribution list is shown below. 

Name of officer 
Branch 

C6 . 
Z 0 173 

zz 0, -

Mr.~~~ IIi- U 2U . , Iu 

T.i 3 07 0 3 2 0 9 04 13 22 03 12 

Mr. X I I - 1 02 1 - 1 2 1 

Finantce Branch 12 06 08 12 24 08 04 12 2t0 02 12 -

T-htai 13 07 08 13 26 09 04 13 22 03 l 

Balancing Inventory Books 

In terns of Financial regulation 754 all inventory books should be balanced at the end of each Financial year. at 31st December.
The receipt side is totalled and kept open. The issue side is then totalled closed and brought down to the receipt side under the respective
items. The issue during the year are deducted from the total receipts of each iteta and the balance is carried forward to the following year
i. c. 1st January. This balance represents the actual physical quantities which should be available, provided other entries had been made
correctly. The physical stock will have to be produced to the Board of Survey, General Audit or other inspecting officer. The officer - in 
- charge will be held responsible for any quantity not produced or otherwise accounted. 

Arrangement of Inventory items inside a stores. 

All unissued as well as newly purchased inventory articles should be arranged inside the stores on racks constructed with some 
plans. They should be arranged methodically, say, flass items separately, Iron or brass items separately, wooden itLms separately and so 
on, so as to facilitate easy location tar issues or verification as well as avoiding damage. 

Ilanding-over and taking-over of Inventory 

This can occur under the rbllowing Circumstances. 

(I) 	 An officer in the Dept. may be going oti transfer, promotion or retirement. 
(2) 	 '[le officer-in-charge of Stores may be leaving the Dept. For a b.tter job etc. 

Inthe case of! I ) abose, it will be the responsibility of the officer-in-cha:ge of stores to arrange for the handing-over and taking­
over oftlie iinvenitory articles by the outg,'ing and incoming officers under acknowledgment. A copy of this handing-over, taking-over list 
should b reta ined by the 0. 1.C. if there are any shortages, ! .e outgoing officer ,:11 be called upon to pay the replacement value. 

In tle case of (2) tile I lead of .l)lor the Stall Officer in charge oflthe subject of stores should arrange for a suitable officer to take 
oer ile itcios Iiiii the iuwoing iifficer-in charge. 

Unserviceable Inventory articles 

InvCtohrs ilClnt. bycorCOc un sersiccable for tN'oi rcasons. 

(a) 	 Its ui,;e - Icasiiahlc life y:viii tolbe reckoned. 
(b) 	 l.%dalic - Neglience or accidolni 

(911ti 



In the case of (:) the officer using the article will be calling for ;Ireplacement and it is for the Ilead of tie Dept. or the 0. 1. C. to 
examine the reasonableness of this request and issue a new article. 

In the 2nd case, of the 0. 1.C. is unable to take a decision oil the matter, he will bring it to tie notice of his immediate superior and 
a decision will have to be taken either to recover the replacement value or if the staff officer considers that tile accident was beyond tile 
control of the officer to whom it was issued, then a replacement has to be made. 

ill be recoided on the issue side as an 
at the saue time on the receipt side as an unserviceable taken over front Mr. X N. Otherwise it call be arued how an iten thatilnretined 
in the store become unserviceable and this can cause embarrassment to the o. i, C.This unserviceable item st,.old be kept and produced to 
the Board tf"Survey at the ttle of erilication of stores. I-low unserviceable iterln will be dealt with will be takeit tp. when tile subject of 
"Board of Survey" is discussed. 

However in both cases, the unserviceable inventory article will be taken over and %% 	 issue and 

Test checks of Inventories 

Test checks of inventorv articles should be carried out at least once in 3 montis by the staff Officer incl-rge of the subject of 
Stores or ;ay other officer nomitated by tIle Ilead of Dept. The checking officer should select a few items by reference to tile inventory 
book and call for the production of the articles. Whilst test checking tile officer should also alert his mind to the following. 

(a) 	 The receipt, custody and approprialet disposal. 

(h) 	 Satisfactory and methodical storing, and seeinty 

(c) 	 Correct accounting 

Surplus and Unserviceahle Inventory articles. 

A list of surplus and unserviceable articles should be prepared and submitted to tie ]Ilead of l)ept. with proper recommnendaIions. 
The surplus items which can be handed over to other Depts. Should be issued on an issue order. wlat can be economically repaited should 
be repaired. What is considered to be beyond repairs should be included in forn (en. 47 and put up to te Ilead of Dept. for appOillntiintri 
of a Board ofl'SUvey to exaMine and condemn them as unserviceable. Tile Board will make its recommnendation about the detlruction. 
Atter the article are destroyed, with time approval of the I lead of Dept. these in\cntoly items will be \vriltcii-off the Inventory book quotin-! 
rCfCreiice to the approsal ald LLe. 

INVENTORY RI t(ROS 
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branches or officers temporality. 

Treasury Circular No. 842 of 16.10.1978 issued by the Finance Division stipulates that all fixed assets such as furnitures and 
fittings should be accounted for along with their costs recorded in detail in the form of a fixed assets Register. 

Chapter XI - Section 3 ofF. RR. - Custody an d verification of stores 

FR. 750 (I) 	 All Govt. articles must be stamped with the Ceylon Government marks. 

(2) 	 When unserviceable articles are ordered to be sold the Ceylon Government mark should be obliterated in order to avoid 
them being brought back into the stores. 

FR. 751 	 Inventories, accountiig and Custody of Stores 

All receipts and issues should be properly accouItCd for and the inventories maintained promptly. 

FR. 752 	 Vouchers for entries imInventory Books. 

Consignment notes duplicate receipt orders on form Gen. 219, certified copies of invoices, cash, vouchers for local 
purchases Memoranda letters in the case of returied articles loaned etc. taken the receipt side, and 

on the issue side in support of issues the duplicates of issue orders oi form Gen. 141, and reports of Boards of Survey 
(FR. 757) with the authorities for write off obtained from the Secretary to tile Ministry are recorded. 

FR. 753 (I) 	 Issue Order lBook - on Form Gen 14 1. 'File issue order is writien out in duplicate withl tie original forwarded along with 
the items issued and across reference is made in the duplicate issue order copy, when the receipt order is received front 
the other side for the items issued and filed of record ill sequential order. 

(21 	 Receipt order book on From Gen. 219 - should le written in duplicate with the original dispatched toithe issuing Office 
for the items received and a cross-refcrence made oi the duplicate copy of the issue order received to coiiiCct uI tie , 

issues receied amid filed of record. 

Note 	 For items loaned temporarily they are not recorded i the Iltvcntory Rcgisters as issues or ieeipItI but a ictipt should 
be however obt;.ined on fornm Gen. 219 and renewed aflcr 0 mnotith,, if they are tot returned bh ut.. 



FR. 754 At the end of the Financial year, all the Inventory books and stock books should be balanced with all receipts and issues 
posted up to date giving the balances for Board of Survey verifications. 

FR. 755 	 Handing over/taking over - on change of duties, or on transfer or retirement of an officer handling the stores. A physical 
check is made of all the items and the responsibility fixed for any discrepancies. 

FR. 763 	 Stores Rules 

The following rules should provide for, as far as possible inter alai: 

(a) 	 (i) the receipt, custody and correct disposal of stores. 

(ii) Satisfactory Stores. 

(iii) collection and acceptance of money received by sale of stores. 

(iv) accounting for and verification of stores. 

(b) 	 Safeguards to prevent: 

(i) under-acceptance and over-issue of stores. 

(ii) over-stocking, accumulation and the deterioration of stores. 
(iii) unnecessary handling, transport etc. 

(iv) theft and pilferage. 

(c) 	 Security of stores. 

(d) 	 Methodical arrangement of Stores in custody so as to ease prompt location and verification. 

(e) 	 Securing satisfactory and adequate facilities inluding equipment for easy quick and economical handling, together 
with the proper maintenance and care of such facilities 

(f) 	 The maintenance of stock records, registers, inventories etc. 

(g) 	 Maintenance of distribution lists in the case of stores assigned to Particular officers, branches or units, for their official 
use or temporarily custody. 

(h) 	 Accounting for both receipts and disposals of stores. 

(i) 	 Checking of stock records and accounts. 

(j) 	 Physical verificatron of stores. 

(k) 	 The despatch of stores, and proper acknowledgment. 

(1) 	 The responsibilities of officers connected with: 

(i) The acquisition of stores 

(ii) approval of stores 
(iii) acceptance of stores 

(iv) receipt, custody and security 

(v) sale, issue or other disposal of stores 

(vi) handling and transport. 

In addition to the above rules and Financial Regulations the following Financial Regulations also should be read 

FR. 756 -	 Annual Board of Survey of all governmental properties etc. at the end of the Financial Year. 

FR. 757 (i) 	 Functions of the Boards of Survey 

(ii) 	 (a) Reports of the Board of Survey on form TreasurN . nj Audit. (66) 
(b) Report of the Board of Survey (,n form Treasury (47) - for unserviceable items. 

FR. 758 - Test check of stores and report on form Treasury (127) once in 3 months at least.
 

FR. 759 - Monthly checking of at least a group of items at random and report on Treasury (127)
 

FR. 760 - Loss of stores or shortages of stores.
 

FR. 761 - Annual Audit Examination by Auditor General's Staff.
 

FR. 762 - Maintainirig the necessary stock levels.
 

FR. 763 - Stores rules to be framed by each Govt. departments.
 

FR. 767 - Disposal of unserviceable articles as recommended by the Board of Survey.
 

INVENTORIES AND DOCUMENTATION 
Retired Chief Accountant and Acct-in-charge, I. Audit, Department of Pensions. 

MI)q 



Common examples ofInventory articles are, Tables, Chairs, office trays, clocks, Table fans, photo-copy machines, Calculators etc. While 
we describe these as Inventories in the public Sector, they are described is Assets in the commercial sector. This lecture is confined to 
Inventories and their documentation in the Public Sector. 

1.0 Inventory Articles - A definition : They are items of Utility acquired by a Govt Dept. and used over a period of years. until they
become unserviceable, in order to increase the EFFICIENCY AND PRODUCTIVITY of the Institution. Inventory articles should not be 
confused with CONSUMABLE ARTICLES such as soap, writing paper, file covers ets. which are documented in the consumable 
register. 

1:1 Financial Regulation 454 requires that all Govt Depts. should maintain an Inventory book on 'from Gen. 44' in which should be
recorded all RECEIPTS and ISSUES (expended) of all inventory articles, which are tileproperty of the Govt. In some Depts. purchae
and issfue of Inventories is CENTRALISED while in some depts. each branch or section maintains its own SECTIONAL inventory. 

1:2 	 Sample format of Inventory book (Form Gen 44) 

RECEIVED EXPENDED
 

g L2 
Date°' From whom .Vr" a,I Date Vr. How disposed of - "U°

No. Z 	 No. 

Procurement:
 

Govt Depts. should purchase their requirements of Inventory articles from:
 

(i) Dept. of Govt. Supplies (Presently the procurement and Advisory unit of Min.of Finance) 
(ii) Govt. Corporations - most Corporations have now been converted to limited companies and hence not strictly enforced. 
(iii) Private Trade - with due approval and subject to tileconstrains in the Tender procedure. 

In the case ofpurchases form the Dept. of Govt. Supplies, requisitions should be prepared on 'Form Gen 24 (New) anl lould be certified 
by the officer whose specimen signature had been sent to the Govt. Supplies Dept. at tie beginning of tileyear. In the case of 
Corporations or Private trade, tilebills issued at the time of purchase shoi Id b-annexed as supporting documents. 

1:4 Documentation of Receipts : The receipt side should be posted in chronological order of dates. In the column voucher number, 
any of tie following should be entered, depending on tilepurchase: 

(i) 	 Govt. Stores Reqn. No. 

(ii) 	 Consignment notes /Bills from Corporation. 

(iii) 	 Inventories of bills from other supplies 

1:5 Documentation for Issues : Here too the dates of issue should be in chronological order. In the column 'Voucher No' any of tie 
following can be quoted, depending on the issue. 

(i) 	 Issues to branches / sections within the Dept. or to Officers direct (where no sectional Inventories are maintained) a suitably
Roneoed form, on which the signature of the receiving party should be obtained. 

(ii) 	 Duplicate copy o the Issue Order on "Fi om Gen 141" where issues are made to branches /sections which maintain their 
own sectional inventory or where issues are made to other Departments. 

1:6 	 ISSUE ORDER BOOK - Form G. 141. FR. 753 

ReceiptOrderBook - Gen 219 

These are counterfoil books and records of same should be maintained in the REGISTER OF COUNTERFOIL BOOKS. These are 
regarded as important INSTRUMENTS OF STORES ACCOUNTING in the Public sector. The books are serially numbered and each 
book contains a set of 25 (Originals 25, duplicates 25). These books should be kept under lock and key and should be issued under 
acknowledgment. 

Issue Orders : Whenever Inventory articles are issued to sections within the Dept which maintain their own section Inventory books or 
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when issues are made to other depts / Regional Depts, All such issues should be made on an Issue Order (from Gen 141). After writing out 
the order, the relevant entries should be made in the Inventory book and both put up to the Staff Officer for his signature. Tile Staff Officer 
should personally check the entries in the Inventory book with the issue Order and there after sign the order. The original shouldbe taken 
out of the book and sent along with the articles and the duplicate retained in the book. 

Receipt Orders : Whenever Inventory items are received from sections within a Dept. which maintain their own Sectional Inventory, or 
from any other Dept., the terms should first be checked with the Issue Order accompanying theln. If the quantities are correct and in good 
condition, a Receipt order (form Gen 219) Should be written out in acknowledgment. Thereafter the R. 0 should be posted in the 
Inventory book and put up to the Staff officer, who should check the entries before signing the book. The original of the Receipt order 
should be either sent by post or handed over to the person who delivered the items, and the duplicate retained in the book. 

IMPORTANT: The original of the Issue order should be stapled to the duplicate of the Receipt order in the receiving office and original 
of the Receipt order should be stapled to the duplicate of the Issue Order in the Issuingoffice. 

2.0 	 SEPARATE INVENTORY BOOKS FOR DIFFERENT CATEGORIES OF ITEMS. 

Separate Inventory books should be maintained to record different categories of inventory items, such as 

(a) 	 General Inventory, Tables, chairs, trays, roneo-machines, calculators, table fans, office equipment etc. 

(b) 	 Electrical Inventory - Ceiling fans, Fluorescent fittings Air conditioners etc. 

(c) 	 Inventory of Motor vehicles - Especially in large Depts. where a large fleet is maintained. This can be maintained in a C. R. 
register, setting apart one folio for each vehicle. 

(d) 	 Land and Buildings - Should be maintained by Depts. which maintain a fair number of officer buildings, stotes, warehouses 
etc. Among other things, sq. foot area, extent of land, etc should be recorded. It is suggested that C. R. register suitable 
adapted be used and land and buildings be grouped together or noted in adjacent folios. 

(e) 	 Items of small value - brass calls, waste, paper baskets, brass buttons (Police, Excise) etc. Vhcre the number ofl/ inventory 
articles are not large these items too should be entered in the General Inventory. 

2:1 Arrangement of Inventory items inside a stores. - This is based on the concept that store accommodation is a scarce resource. 
and therefore efficient utilisation k needed. All Inventory items newly purchased and those awaiting issues in tivie to come. should be 
carefully stored inside a store room and locked to prevent loss. Racks should be cons.ructed with careful planning with pigeon holes of 
different sizes, both small and large, so that small items. are not stored in large racks, thereby wasting valuable store space. In the 
arrangement of the items too, care should be taken to store glass items away from iron or heavy wooden items, in order to avoid damage. 
The arrangement itself should be in the order as it appears in the inventory book as far is possible, in order to minimise motion at times of 
a physical check with the book balances. 

3.0 	 MASTER INVENTORY (CENTRAL) AND DISTRIBUTION LISTS: 

Where, there is only a Master Inventory in an Organisation or Dept., and the different Sections do not maintain separate Inventory books, 
it is compulsory to maintain DISTRIBUTION lists. This is resorted to minimise the number of postings in the Inventory book and also to 
facilitate the easy location of the items for purposes of a physical check. Such distribution lists may be maintained "FLOOR WISE" in a 
Dept. with several Storyes, or SECTION (branch) wise. A sample distribution list is shown below: 

Name of ofcer OR Vi 0
Nraneh office." -- "".1" 	

­
= , 

t;3
- -~U 

I- ;:U 0" . a 

I. Mr.K.Perera I - I - 1 2 1 - 1 2 4 2 1 1 
or 

2. Financebr. 12 02 2 12 2 12 12 12 2 1 2424 12 - 12 2 

TOTAL 1 12 2 3 13 2 13 14 13 ? 2 26 28 14 1 13 2 

1AINIIN UiVEKANI IAIINU UYEK T)N -M f.755. 

This can become inccessary under the following circumstances : 

(a) 	 When there is a transfer of an officer from one branch to another within the Dept. or to another dept. outside. 

(b) 	 When an officer retires from the Putlic Service. 

(c) 	 When the Officer in charge of stores wishes to leave the Dept. to accept better employment elsewhere. 

In the case of (a) and (b) above it will be the responsibility of the Officer in charge of stores to arrange for the handing over/taking over 
between the out-,oing and in-coming officers. The officer handing over should write "Handed over correctly" and sign and date the list or 
register while the officer taking over should write "Taken over correctly" and sign and date the lists. Care should be taken to ensure that 
the keys of the drawers, cabinets or other lockers are also handed over to the in-coming officer under acknowledgment. 

5.0 	 BALANCING INVENTORY BOOKS F. R. 734 
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. .UaLUl aWIinventory DOOKS All columnItJ'., snould be balanced at the end of each Financial year viz, 31..12...should be totalled vertically, on the receipt 5ide after drawing a red line just below the last entry. 
The 'Issues' should be totalled in a similar manner, and then transferred to the receipt side under the identical columns. Tile total issuesshould be deducted from the total receipts for the year and the residue is described as "BALANCE AS PER INVENTORY BOOK ATTHE END OF THE YEAR" . This will be the opening balance for the ensuing year also. This balance represents the actual PHYSICALQUANTITIES which should be available for VERIFICATION, and will have to be produce:' to the Board of Survey, General AuditOfficers, or other Inspecting teams. The Officer in charge will be held liable for any quantitic, no: ptduccd,or otherwise accounted. 

6. Unserviceable Inventory articles. 

Articles become unserviceable for a variety of reasons, but the common ones are: 
'(i) Age / usage eg, Attach cases used by staff/ James Bond cases used by Staff officers are normally given a life span of05 

years. Within this period even if the bag is damaged, no replacement is ib:,ile. Itlowever in the case of some other items, constant use iiake,, it unserviceable quicker than items which are sparsely used. 
(ii) Damage - Damage can be due to pure accident or due to negligence. 

In the case of all article becoming unserviceable due to Age or usage replacements should be made and the unserviceable article takenover and carefully stored until it is CONDEMNED AND WRITTEN OFF. In then case of accidental damage, established by clearevidence no further action is possible other than replacement and write-off. However where it is established that the damage is due toNEGLIGENCE, the cost of replacement or cost of repairs (in the case of motor vehicles) stould be recovered frot the officer/ per'omn
responsible together with 25% Departmental charges to cover Administrative cost. 

7.0 Test check of Inventory articles - F. R. 758. 
Test checks should be carried out once in three months by the Staff Officer is charge of the subject of stores or any other officer nominatedby him. The checking officer should select a few items by reference to the Inventory book and thereafter call for the production of thearticle. Whilst checking the officr should also alerthis mind to the following 

(i) Maintenance of the books neatly. 
(ii) The posting of RECEIPTS, ISSUES and arithmetical accuracy of balancing. 
(iii) Satisfactory and methodical storing. 

7.0 Disposal of un-serviceable Inventory articles. 
A list of un-serviceable articles should be prepared in quadruplicate on "Fonn Gen. 47" and put up to the Head of Dept. for approval andappointment of a Board ofSurvey. In the case of Electrical items such as Table fans, Ceiling fans, Electric kettles etc a report from the C.E. B. and in the case of Table model calculators, photocopying machines etc report from the Local Agents, should be obtained that theitems ale beyond economical repairs. In the alternative, one member should be qualified in Electrical /Electronics technology. In the caseof Motor vehicles, a person qualified in Automobile technology should be appointed to the Board. The Board %illexamine the items andmake its recommendations and when these are approved by the Head of the Dept., action should be taken as shown below: 

(i) Repair - All items marked 'R' 
(ii) Sell - by public / limited auction all items marked 'S' 
(iii) Destroy - all items marked 'D'but the destruction should be done in the presence o the board of survey which recommended 

it and the members should certify to this effect on the form. 
(iv) Items marked T - should be sent to ports Authority 
(v) To send by weight ­ all Aluminum, copper, ,nd lead articles to the Govt. Factory after crushing them, but un-serviceable 

typewriters should be sent without any damage being done. 
In all cases receipts on letter Heads should e obtained. Thereafter the lists should be submitted to the hlead of Dept. and his approvalobtained to writs should be submitted to the Head of Dept. and his approval obtained to write-off the Inventory books. 
8.0 Surplus Inventory articles : If there are surplus Inventory articles which may never be used or if there are articles already usedsparsely and in good condition, then put up a list of such items to the secy ofyour ministry and obtain his approval to issue !hen to needydepts. Thereafter, circulate a roneoed list to all Depts. and if requests are received, issue them on an Issue Order and obtain an
acknowledgment on a Receipt Order. 

9.9 STOCK CERTIFICATE : In the case of all inventory articles, whether purchased from the Dept. of Go%t. Supplies or Privatetrade, a stock Certificate on the following lines "I certify that the articles listed in this Requisition/Bill have taken on Charge in theInventory books, folios (say) 10,11,13,&15" should be given on the bill/Reqn as well as the payment voucher and signed by the staffofficer in charge of stores,work. No payments should be made if this stock certificate is not furnished, where payment is by Cash/Cheque. 
10.0 AUTHORITY FOR WRITE - OFF- LIMITS. FR. 108 

(I) Head of Dept. (Accounting Officer) 
(a) Losses which need not be reported under F. R. 104 (2) 
(b) any other loss not exceeding Rs. 25,000/- in terms of F.R. 105 (i) 

(ii) Chief Accounting officer - Secy. to aMinistry. 



(a) Any Loss not exceeding Rs. 500/- in terms of F. R. 105 (i) 
(b) Any loss not exceeding Rs 500/- where there are no frauds or defects in the System. 

(iii) Chief Accounting officer who is not a secy. of a Ministry. 

Up to Rs. 250,000/- in terms of F. R. 105 (i) 

11.0 - EXCEPTIONAL I:
 

At several of my lectures on this subject, questions have been asked and answer 
sought on various exceptional situations. One such 
situation is this: 

Suppose the BIG BOSS OR HIS DEPUTY purchases articles such as aTelevision Set, Video Cassette Recorder or food Mixer. w",ici arenot provided for in the Estimates under Capital Expenditure and also violate the constraints ofthe Tender procedure and thereafter request
the Accountant to settle the bill by cheque, what are the OPTIONS open to the Accountant ? 

ANSWER : Firstly let us pray that asituation of this types should not arise, and create displeasure all round. But should one arise then the 
ACCOUNTANT should POLITELY REQUEST HIS BOSS To: 

(i) Have the article taken into the Inventory books and to provide a stock Certificate as at para 9.0 
(ii) Sitice there is no provision under Capital Expenditure, give you in writtir;g as to which vote the cost should be debited. 
(iii) Write on the Face of the voucher 'I authcrise the payment on my own responsibility" and sign date it. 

For safety, take a photo-copy of the voucher and the annexed Bill and keep it safely, as sometimes such vouchers get inadvertently lost 
thereafter the Accountant's responsibility is only that of a paying officer - FR. 139 



ctwta 80Bont mmodzd dad ML01301~O 

FOUR CLEAR COPIES to be furnished to Govt. Supplies Goverment Supplies Department No. 
Dept. (Separateregistrationfor articlesin each Unit.) 

REQUISITION/CONSIGNMENT NOTE/VOUCIIER FOR STOCK ITEMS 

Indenting Offcer's Code No.J Requisition No. J Date J. 

Head .J Officer J Station J 

Head 

q.-wo/Section 

Programme 

14 
Project Object-Code 

eofq 

Object-Detail 

11m ~rj&Oc 8 
These columns arefor Governmnt I 

............... q Supplies Department Supplies Departin"nt a 
1 2 Description of Articles Buntt5 6 7 oda 

M .G q.M C3 Required q®e-oz Rate Value Inventory 

Group Item No. Quantity 
Supplied 

t. 
Rs. 

. 
c. 

1. 
Rs. 

-. 
c. 

Folio 

N.B.All -ntries her inshould be made only between two lines 

Total 

01cao~ qomdu (30M 06aul qcd o5 eta. sad mdF man §6 AqC 6=@ 61................. pE na 
Authority is hereby granted to the D.G. S.to raise Debits to the Votes mentioned above with the Cost of the Stores supplied on 

this requisition. Total debit not to exceed Rs ............................ 

Signature and Designation of Indenting Officer. 

emazzon z qtz.nl amaao eads miae 8S M OW6q=eWa E8a 
Stock Card Posted and Balanced Priced and Totalled Checked 

........................................ 
 ................... ............. .. n.............
I . .. ................ 

9tmcq~te aR zB&16 0 cj~r a Oa 8 E&69 8da mcsasa qgdc aol an edamed 8,goo qitzlZGa) 

I certify that the above articles have been duly received and brought on charge in my Inventory on pages as shown in 
Column 8. 

moz/Date .................................................... 
 Signature and Designation 
(05 Id cz8 00ma qanR Oq0=0ceau dd qt7da dca 

(This Portion to be torn off and returned to director of Government Supplies.) 
.,qmjnifBo/RECEIP' 

I certify that the article /as shown on CONSIGNMENT NOTE No.....................................
has/have been correctly received. 

an qpde:a o~m ZBCD:a I Gc1b30e~P0 69= Sa. 
kmo/Date ........................................................
Indenting Officer/ Departmental Representative. 
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C~c,., / INSTRUCTION 

VC0%3BA 8(mnso 0:)t593OCm czacc (D,-s m qM6jljn5)8 todaU?25 7nn an caom, zdC3c 
69C3cO(aacdcc ff ~(jMz06c.a 80on td aj, P]c' CI.O mncz smionoa3nfcin a s,o li (ZOMs ZEZs~Z5n 6(,3ao Pdcca 

Requisitions must be furnished in Quadruplicate - One original and three CLEAR carbon copies One copy of the rcquistion which will sarve as the
Consignment Note will be handed over to the Indenting Officer's Representative if dcfivery is taken at the Government Stores or posted to the Indenting 
Officer if the articles are sent by rail or post. 

2. C-cstz 6z ?mca~zsi0 7czs tooe& Uqa o~z)8 ap (pr&U 8zOB 

Separate requisition must bc furnished in respect of articles in Each Unit of a Section. 

3. e0:036CG Rc~a6t a 0c.'mm 0$aic51M ~ an anc nMa:)r®e& dca U1=8@ 0 3M305r q~tod
Insd. onsd fl to:)eca OnasucS M& C1 CqM t62 n~ qCP, Onte60 p.7UIqacn s an (dCJa 60n 

The Government Supplies Department aims to carry sufficient stocks to meet reasonable demands. If however the iten is out stock, an indicationwill be give to the Indenting Officer as to the approximate date by which a fresh requisition may be placed. If the quantity asked for cannot be met in full. 
a reduced quantity will be issued In the tler case, Departments may if necessary, re-order the balance quantity after allowing the Government Supplies
Department a ressonable period for replacement. 

4. anG):c3 c e ann TefA2 US Utzde ndm 69D:u Saul MOaizide Mns65sq*& um E®n
lrolo~ qz M(DmdOk ns6z,qV0)MD.e: qDcco an qpdo U cande td 65C OS. 

Officers in Indenting Departments who are responsible for the preparation of requsitions should familiarise themselves and comply with all 
requirements relating to the placing of requistions. 

Q2. e6. 726) an (RSc: czDn b D3z 58251 cinn5 Mns- or oaM nMa an Mad~s Be coaqd087 3M
 
m zt .
 

Rremarks and delivery instructions (F. R. 726) of Indenting Officer to be inserted here 

The stores specified overleaf have been packed as shown below Lbs.- Cwts. Qrs. 

) q -M)C ......................................................................
Package No. "........
 

Pac o ..................................................................... 
 ...............................
 

....................................... 
 ...... .................
 

Ztqo®eA Wm5oO2MICIOCZ1 .................................................................
/ 602 cle . 
and despatched to your address by Rail/Post on ...................................................................... 

Date 

- d~z1ma qcdez)aa 6= 6ta9 aeajGcd a6 (nMOetmaz Mdand C088 q~maE~z qzemwan qp~c
CZEmn 63o~z aat A03CL 2ZIC51d 2BD:3z jrfqz8. afej3 1 a zr 7 zd crjtns ddecd enanm0 q0=.-EDo~


E))n1tf6cza OrD8. oS r); Sf 0MOCzm5 8P~arV A830 / MS~ OqU s5On2D an
Vot56j cmn mabns E)aCQ;30ZC~esM6 
&aci 03Ode. nsac~ qzr)G UtnsM t a. 

Note - The weight ofeach package should be carefully checked at the time of taking delivery and any discrepancy brought to the noties of theRailway / Postal austal authorities at the Indenting Officer's end. A separate report should be made to the Director ol Government Supplies within 7
days of receipt of stores. Complaints regarding non-receipt of Stores shown on Consignment Note should be made within a reasonable period after 
preliminary inquiry from the Railway/Postal Eapartment. 
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ISSUE VOUCHER. NO .........
 
(To be used when issues are made to an individual or unit wher no seperate Inventories are maintained) 

Name ofOfficer / Unit: 

Give Designation 

Data of Issue : Ref; to request note 

ITEMS ISSUED. 

Serial No. Item. Inventory/stock bk folio. Quantity issued in figures Qty in words. 

1. Office table 02 01 one. 
2. Pocket calculater 13 01 one. 
3. paper weights (wood) 15 03 Three 
4. etc 

Received the above New/used articles in good condition. (Items I to 3 only) 

Signature of Issuing Officer 

Z9)q zd 158as blim.d 
Losue order No. 

" q.=na Receipt No ............................................................................. 
tAdM C103=3 

de jc., t= Receiving Station ................................................................... 
Station b a ,.a6 ..ad q.MCa m Ma 

Reference to issue Order No ................................................. 
Departmen mdm 33mm

Issuing Offi cer ...................................................................... 
6 1 tf =dm ca4 =.Oq cam O C1aaMC3 
Issued to Station .............................................................. 

~aoa3@ 88aq tBednd 
Description of Stores 

(DDec
Q.y 

Value 00a 8po
o oPage in . Inventory 

&Aa366 88aq 5C&M6 
Description of Stores 

f)300 
Quantity 

1601OaD Z1c1 
aino 

Rsc. ok rStc Bo 

19........amOIN6 n~ d m C . mO.q 61f qt~oota~a flao@669aa n to6adamrm 8a
. ...........
 1 

Issued on......... 19 ......... and the issue duly entered in my The above articles have been duly received and taken on 
Inventory Book Charge in my inventory Book on pages shown above. 

w3o: 141 
General 141. 6 q n me 61C03 T3m . R........................................................................... 

1,6dup.5.&E4/57 Issuing Officer tnda'nf 6eo 8 m / Receiving Officer 

Date of Recipt 

99) 



SUBJECT:- INVENTORY CONTROL /STOCK OR MATERIALS CONTROL
 

Inventory Control system is the "nerve centre of the supply organization" stock control functiop can profoundly influence operating costs, 
profits and cash flow of tie organization. The stock control is one of the four major components of the supply function. 

namely ­

!. Purchasing 111. Storage
 

It. Stock Control IV. Disposal
 

I. Objectives of stock control 

I. To have the Right goods, bought at the Right price, in the Right place, at tie Right time.
 

It. To carry as mush stock as, will meet requiretnents atn( no more.
 

IIl. To eliminate Losses, through deterioration, obsolescence and waste.
 

IV. To reveal cases of thefts, or misappropriation of taterials. 

V. To establih and tnlaint:fin effticient nctillods of 1naferialk hndline.
 

Vl. '10csilbhih lld 1In lain eltciL IIINtock accoluntil , . tlciv. hich \ illpros ide p onipt Ilmaenlenti itttomation.
 

2. lsscential RIquireentc s for1 any s.stein ot stock control 

I. SuitWk Iluildin.cs 

If. La:\
(1lll
 
l\. SIiUINCr jtIWII I stil111. llCe, , lAlI
 

IV. Rule'; a NioICI'Or opici~ioinL, 

\'. Suitahlc sto Ic,ot el1nlts 

'I. (XOdil Mr ah;taIouilng itt itateriaslk 

VII. S'tIe IIIl T u .
 

Ilnw to dc eclop a stock control systeil 

, h lihtild c'Taihor-mialo a rckiuicetl 

I\'. Icx l3oo s 

4. A B C Analysis /Pareto's Law:-

A items = 60% of total value 10% of total number
 

B items = 30% by value and number
 

C items = 60% total number 10% of total value.
 

100 

80 

60 

40 

20 

20 40 60 80 100 

Cumulative percentage 
number of Items 

A items = Continuous review 

B items = Periodic review 

C items = Visual control 

5. Ordering Costs and stock Holding Costs: 

071)I 
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I. Stocks can be reduced by frequent ordering but this increases the cost of processing orders. 

Ordering costs are the total staff and natcrial costs necessary to process orders divided by the number of orders placed. 

11. Stock holding C s: 

Cost of money tied up in stocks or storage and handling cost, Insurance, cost of Preventing, and the cost of loss through 
deterioration, obsolescence, accidental ...damage or pilferage. 

6. The Economic order quantity (E. O.Q) 

Total cost 

Rs 

80 
70 .e Stock holding cost 

60 I
 
Costs 50
 

-
40 - -.- . 

30) 
21) Cost of placing ofordersl I10)
 

It00 200 300 4(X) 500 

IOQ = 2A1 

CI 

A = Annual Quantity reIliuired 

13= Cost per order 
C = Value of one unit of stocks 
I = Stock holding cost per year as a fraction of the value of the slock. 

7. lfead 'rime 

The total length of tine to obtain a fresh supply of an iteum. 

1. Administrative Lead time 

II. NManufacturing Lead time
 

I11. Shipping ICAd time
 

lead tine cannot be accurately delernrincd. 

8. Stock levels 

I. Minin niti stock level 

II. Re-order stock levcl
 

Ill. Maximum stock level
 

IIniniinIuIotlstock (safiety stock)
 

R. 0.1..
 

Maximum expected usage during lead %oe.
 

ROI. = usage in lead ile + usage in one ton,'i plus iniui ini.um.stock
 

MNaxitili level :
 

Minimui ,t ,: + I lalfthe lOQ + Hlalf the usage in review period.
 

1). Conclusion :-

We ist controd sticks to ensure that the mnaleri.. ".re in store when required, but the stock level must not be allowed to reach level \kilic'l 
ircuirs tou high a co t of htolding stock and tlie capit,' 'ICLtip in stock is not excessive. 

Prepared by 
II. P. Premalasa 



CARE OF ASSETS OF GOVT. &AVOII)ANCE OF VASTE & FRUITLESS EXPENI)ITURE.
 

Sunmary of talk 

Security and Custody ofPublic Money etc. 
Current Assets such is public noney, stamps. tickets, slores & fixed Assets such as furniture, equiptoent & securitics, bei ile to 
Govi. or in pernancnt or tllllpoarv cutody should be in safe eItod of ft jSers who hive illished scL:uLits. 

Absence on lcave / translcrs - proper handin over / takiit-,o\ cr. 

* 	 Use of sales / vaults with dlual CttntrOIl-svseii of ilternal check.
 

Keys in personal possession - duplicates marked & deposited - verified annually.
 
* 	 No Private money in govt. sales. 

* 	 No borrowing, advancing, lending for private purposes. 

Periodical cieck , \\ 	 lih OeCuItnlltion. 

icconiliatio otbalanees 


Delfinitio of Store.. kIII\ C11i0orie.
 

Atlicles retqiiied to CIarr tilt W1,%ics ot alGOVt. Dept.
 

hicIludsC - Ptlaiit. ittaehtijTcry. ,quipmeni. tiis,ts aniitals. unserviceable, salvaged material
 
I ,chtludes - ,ittildines. taintd ald sit l lill tlCes, cI, - Island's Accounts.
 

As fIr cash in Bainks - of is illiportant 

'rcatiot of s'sts 1y cxpendittuc - spcciall, cap. cxp.
 

lxamitle your role in the ,ta.Ls -


Ordri,, Re-older level
 

Receivile -


Custody
 

Issmle 	 I)tOUilnentatiotl to taeilit:itC itlteinal checksJ 
!)ispoad
 

Care ol' Assets 

(I) Ensure existence - book entry only insufficient Proper docutmenlation, identifiable inventorisation 

(2) 	 Storage - proper order without damage 

(3) 	 Maintenance - Repairs / licencing / fees / rates & taxes 

(4) 	 Periodical verification - Part of the internal control system 

(5) 	 Beyond economical use - Disposal 

Avoidance of waste & fruitless exp. 

* 	 Important aspect in all stages , FR repeatedly uses "exercise ot,ecotmomy." 

* 	 For the financial manager, if costing techni!-ues are employed. waste & fruitless exp. cannot creep in. However, unless 
vigilance is exercised, lapses on tie part if those involved inexecution of programmes & may end up in . 'Isie & fruitless 
expenditure." 

Estimating Stag * 	 Need for Realistic Estimation - referred to by P1.',. C. oten. 

(I) 	 Unrealistic & inlflated budgetary provision to overcoes the need of suppl. Estimates. 

(2) 	 Abuse of viremnent procedure 

(3) 	 Excess use of virenett procedure; transfers by deliberate over-estimation, without resource to prior feasibility 
studies before budgeting. 

(4) 	 Fixing of Excess limits in Adv. Accts. 

(5) 	 Using Adv. A/cs. for purposes other than those envisaged. 

Execution 	Stage Close ntotitoring of projects, evaluating performance at every stage helps in avoidance of waste. Idle labour, 
equipment should be watched. 

There is provision fitr revision of Total Cost Estimates / Limits in advance Accts. It is not only upward revision by 
close follow-up reckoning even downward revision is called for in appropriate cases. 
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I 

LOSSES AND WRTTE-OFFS
 

Introduction 
Elimination of waste and corruptionin the public Sector of Sri l-naka had been a mi Filnincial Manarceclit of( ;overnmenttopic in tile 
Nlinisitr:es and Departments. The Got accouitants who ale the immediate tnuatagers of public finance have tihe I"tiltest Iesponsibi lity to 
ensure that losses, waste and corruptioln it thleir orgatnization are elittitnated or IninitIisel. In this paper ,tattnetpt is mtade to itlentit': 

mrite need to control losses;
 

Types of losses;
 
reporting systetm on Itsses;
 

procedurc to be tbIlotwcd ill dealilng with losses and ultimate write-off:
 

control procedur s for ivoidi ng/t
lltnitlisitg losses. 

2. 	 The need to control losses 
Necessit, for accountatbility arises due to scarcity or littitation of resources: 
Itt carrying outtie ,1ccOuttbilitV function scarce resources have to be toanaged so its to produce tttaxilttltn output with a 
tttilittttuttt input; 
If losses or wkastcacs are high, there is no control of resources and accountability function faIils; 
when there is no accouithubilitv function the entity will break-dowtn. 

The control of loscs is Vital I'many o tanisation. 

3. 	 Types or Losses 

Loses 

Normoalhsses Abnormal Losses 

Accepted percentages lor Losses inexcess of tile accepted limits. (need controls) 
lv'aporation, driaice. 
sltrinkwce etc. (cannot be cottrolled) 

Unavoidable & Unforeseen 	 A voidabhle 

Act of cod or natural losses Losses Lue to negligence, frails, etc. (nteed controls)
(Flood, Cyclone. Riots. \Var,etc.) (cannot be controlled) Fr- 112 

physical loss of property ttutte;,. ,tuT.,, .,tore!;etc. 

Damttages to property 

Payment of (lamagcs to 3rd parties 

Overpayments, irregular r.tytttCnt's loss of 
counterfoil books 

4. 	 Reporting systCt inthe Govt. Sector on losses 

To whoti reported 	 Reported by 

(a) 	 Ilead of Depts, Ministries i. Reports ott losses furnished by mattagement in 
Treasury terms of FRR 

ii. By Internal Audit 
iii. By Boards of Survey. 
iv. 13v External Audit (Govt. Aud it) 
v. Disclosure inAppropriation Accotuts 

;..	As Scpatate itets of losses ovcr Rs. 25, 0)0/­
.utd a total ofall other loses. 

b. 	 Losses pending settlement relating to previous 
\ear-' 

(b) PaIrliament 	 vi. B\ Auditor t,encral I'. A. C. 
(c) General Public vii. Ify Auditor General's Report 

i",iv- Reports facilitate qui::k remedial measurers.
 
vitoviii - can be used for policy decisions.
 

5. 	 Procedure to he followed in dealing with losses Summary of action 

FR 103 	 Report to tileauthority where necessary (includitg Police) 

& 
FR 10)4 hIquiries to lie held ;md resp~onsibility fixed 

't . 



- Adequate steps taken for the security of bc-oks and records 

Fr 110 	 - Record in the Registrar of Losses 

- Determine tile amounts to be recovered and initiate recovery 

- Take adequate steps to avoid recurrence 

- Initiate independent disciplinary action 

- Submit claims where appropriate 

Fr 106 

to 

107 - Accounting procedure where applicable 

109 - Order of Write - Off 

109 - Order of waiver 

6. 	 Write - offs 

(I'R 108) Authorities to deal with losses 

Power to surcharge, power to authorise recovery from security, or to write-off. 

I 	 Secretary to a ministry or State ministry who (a) Normal driages, shortages etc. 

is Chief Accounting Officer prescribed by Treasury 

(b) 	 Marine or air losses 

(c) 	 Contractual defaulls 

(d) 	 Other losses not exceeding Rs. 500,000 
relating to cash, cheques, stamps, stores, 
datoages to Govt. piperty, counterfoil books 
etc. 

(e) 	 losses not exceedinig Rs. 1,0),))0 where 
there is no frauld or defect in tlit systCoh 

2. 	 Chief Accounting Officer who is not a Secretary losses not exceeding l(s. 25,0)()()o 

3. 	 Accounting Officer (a) Losses which need not be repoirted, i. c. 

loss of consnlMlblc stores not exceeding Rs. 
5(1W.00 

- other los:ses not exceeding Rs. 500.0) and 
f'ull recovery i made, but does not0include 
shortages of cash stamp etc. exceeding Rs. 
250.00 timade good by officers responsible 
where daily checks tak, place. 

If cotoplete daily ChL.:ks arc not done 

shortages not exceeding Rs. 25.(H) 

(b) 	 Losses not exceeding Rs. 25,(X)0.00 

Note 	 In all cases where aChief Accounting Officer has no authority, should be Treasury. 

(FR 109) Order of write-off 

This term is used to indicate the final order relating to a loss. relevant entries in books could be struck off frott inventories, 

stock-cards etc. Any debits outstanding in the accontts to be dealt with in terms of FR 106 & 107 and a copy to be sent to 
Auditor General. 

(FR 106 & 107) Accounting PrOccdure 

- Loss of money, tickets, stamps etc. should be made good immediately. If not poss;ble obtain an allocation front the 
appropriate Treasury advance account and debit it. When subsequently recovered credit the same account. 

- any unrecovercd aMo1t1t to be charged io appropriate object or object detail exists under the departtmental vote. If this tnot 

pt,ssible and the anIn nt involed does not exceed Rs. 500.00 it may be harged to "Incidental Expenses" Otherwise oitain 
Supplementary Estimate or include it) the Draft Estmates of the next year. 

It the case of losses relating to Advance Accounts tlte loss to be charged to the Profit and loss a/c after the write-off order. 

Order of Waiver 

When a surcharge is imposed oil an officer every el'tort should be iade it)recover the antoulnt ilt one hItip suit. Itt the case of aGovt.­
employee, where there is no fraud or negligence involved recovery in nonthly instaltents permitted as indicated under FR 119. 

http:25,(X)0.00


No. o nstallnents 	 Authority by 

Not exceeding installments 12 Months Ilead o1 the Dept. 
Not exceeding oiallnicnts 60 Months Secretary as chief Accounting Officer 
Exceeding installments 60 Months Treasury 

However, the recovery should not extend beyond the optional data of retirement. 

An order of waiver can be granted by the appropriate authority depending on the a:tount, f recovery is not possible. 

Waivers other than those arising out of losses - (FiR 113) 
(a) statutory waivers 	 as provided tinder relevant statute. 
(b) 	 Other Waivers where there is provision for collectionof Rcvenue, under tlte stature 

but no provisions exists therein to waive, authority hatld be 
obtained from the Treasury.
 

Unless the Auditor General challenges the decision, in tite case of a waiver already granted, the matter will be submitteC to the Ministe 
 of 
Finance, whose decision is final. 

Control procedures for avoiding minimising losses 

'rpe of loss 	 .. tlers to be concerned 

Reconcile Bank accounts promptly and investigate 
uncleared itei is 

Allocate duties in such a way that taxinium internal check 
is achieved 
Obtain securiti lin thotse who handle cash transactions. 
Avoid delays in pneparing daily accounting statentseS 

Ensure control uovci counterfoil hooks 
Carryout surprise verifications. 

Stocks & stores 	 security, proper storage dependlin onl the type (if stores, 
proper fcrordin. surpfise verifications, annual li atlds of 
survey aM1ilproper dispal proci'ilures for unws'viceable 
itelns n ll\IilUil) n iIil vl , 'Fllfl' ba, is is'ller, 

her~lithicil fr lin sciti ll slowd. Ins ii ittllnovin 

Debtors 	 Consistent follow u I, procedure 

Periodical age analysis 
Independent confirmations 

periodical tally with control accounts 

fixing limits for credit
 
Revenue collections 
 Control over receipts, prompt banking prompt notification 

of relevant rules and regulations, periodical review of 
various rates or charges comparison ofactuas with estimates 
and comepading figure in previous year, study on cost of 
collection, tender procedure in leasing out collection rights. 

Expenditure Cost and benefit analysis, tender procedure for work and 
services, compliance with rules, comparison with estimates 
and previous year expenditure, correct classification. 

Losses occur mainly due to following reasons: 

Weakness in the management reporting system
 
Lack of adequate reeords
 
Delays in periodical verifications
 
Absence of follow up action on Audit reports. Board of survey reports.
 
Absence of security from officers handling stores/cash
 
Absence of proper handing over and taking over procedures
 
Bad storage and non utilisation
 
Non compliance with rules, regulations etc.
 
Delays in preparation of accounting statements 
Lack of knowledge of the objectives of the organization
 
Lack of knowledge in laws, rules etc.
 
Lack of proper evaluation and planning
 
Lack of co-ordination
 

Undue politicai influence
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BOARD OF SURVEY FRR 756-759 & 507
 
I. Objective of appointing a Board of Survey i. to report a unserviceable stores held in stores 

advance accounts FR 756 (1)(a) 

ii. To verify stores and or report an unserviceable 
stores FR 756 ( I) (a) 

iii. conventionally to take stocks as itthe end of the 
accounting period of all advance accountiln' 
activities, for preparation of Balance Sheet. FR 507 

2. Appointment of Boards of Survey i Direction for the annual vcrifictionsof sticrs and 
appointment of1Bd/ Survey are issiued hNlht(elnel! 
Treasury. 
(Regulation Div.) HZ 756 ( I 

ii. iese instrucitions al lollowed by the Mliniistry 
Secretaries iii respect (iadvance account activities 
FR 756 (1)(a) 

iii. Head of l)cpt. in all other case,; FR 756 I) (b) 

note Iiplenientation of these provisions have cei h iItl led as 
follows. 

(a) Itt the case of general itenis by tihe lcguhlation (b) Itt tilecase Of' itVaCe accoIitIs by fite lBudet 

3. 
Division of the Treasury 
Composition of the Board of Survey 

Divisioin 

FR 756 (2) lays down that 2resptnsiblc officers be 
appoinlCd Ioconstitute a lid/Sur\'c'. 

note The intetlion of appointing two ollicials is to 
maintain independence aid objectivity of' the 
purpose and not to permit a,chance if1*being hiised 
or,inotpeded (i tie report had a sitglc person beet 
appointed. 

It practice there are occasions \wtel three official, 
are appointed to constitute a Board andtseveral 
teaims are appointed toimake isurvey of iins ilta 
large stores, at;d / or survey of itettts located ill 
different places. 

4. Qualifications to be a member of a Board of Survey t. Should be it responsible tofficial who is not 
below tfieratk of Ithepersomn in charge oIf the 
stores funiction oflhe Departnment. 

it. Sholuld have ta broad kntwlcdLe of lic 
Departiiential activities. 

iii. Level of experiencc and knowledge of'FRI, 
anidaccountIting. 

Where two members constitute a1Boar.I second should be one who is able to identify technical equipmnt, spares and raw miaterial 
and should be well experienced as to be in IjIositiotl to express iti opinion as to the condititon, usefuless tir otlterwise uof'iiterial, spitre,
:and machinery. 

Where three nmembers conslitute t Board the responsibilities are high aid would be expected to display the following qualities in 
respect of each. 

(a) Chairnman All round knowledge aboutthe l)epartncent/Corporation/lBoartl. 
(Ib) Technical ineiber l'echnical knowledge of tie activity, equipment and material. eg. Matchinary, Geis, 

Foundry. 
(c) Third ntetmber knowledge and experience inaccounting auditing and inventory systemis and controls. 

5. Powers of the Board FR 756 (3) 

i. Powers (ithe board arise fritm Ife letter of appoinitienit issted Under the hand of the I lead of Departmien. 
ii. Powers will cover inter alia to, 

(a) Visit inoffice. stores. sill) stires or bank office where stores of the Departmtent are in use/stores. 
(b) Meet the officer iii charge, and have suchtffiicr iliattendance during tite course of.++++++ 

per institutiions itf(c) lixaliine bootks balanced (ait leid of Dlept.) atid Matde available itt times of the survey. FR 757 ( I) 
(e) have the stores arranged inan ordurly iner soitls to enable idetificatitn and counting 
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(f) 	 have the unserviceable items stores by groups, listed and made ready for inspection 

(g) 	 count and verify items recorded in the inventory/stock book and obtain agreement thereon. 

(h) report on the shortages and excesses on form T & A 66 FR 756 (a) 

Their authority ceases once the report is handed over to the appointing authority. 

(Items (d) to (t) will enmanate from the instructions as annual verification of stores, copy of which will be served on each Board 
member together with the leLter of appointment.) 

iii. 	 Board of Survey for occasions on the than annual verifications 

FR 756 (4) provides for the appointment of Boards of Surveys for any specific purpose vez 

(a) 	 to ascertain usability or otherwise of a stock of raw material, stock of finished goods in stock. 

(b) 	 to ascertain serviceability / unserviceability of plant and equipment 

(c) 	 to determine nethd of diposal of stirpht/ redundant obsolCtC, deteriorating stocks and stores. 

(d) 	 toi ill iti i v tl e [ l, 1, hle i ell Ih. i s;ale iSthe Metlihod of Ii'qpos,..%m 	 ;aIebi .111 % di,,p,si Shtoul lbe 

6. 	 Fiunction sf lfhe Board of Sitvty - IR 757 

i. k Ftm.+1riol, O~ftlie Ilstrd of Silr . 
,ftei,:er mid it comnpjlied \% ilt. VO 

, _ 'AIfllMiIIh leteM tlOf;Il+l 1iiitn Clt vI,- ,d l1Ythe Ilea ; 
NIl.t ' i ctCl as; i' I ll'-' iWt~ii theifI lItIC, 

fI l)f rt +.eit(Ae,.'intiii 

ii. Read Iid collpeh tild tile llltllctllli, 1i-,l] It'l Iok \c itla 

of techlicatit v elesri t :t ,ivr.en lild oi .ivit . 

ion l'/ill\r toll L.'Iti n, wit il .li ilttiril 0 Oil Ma IIel 

iii. 

iv. 

t \%plt,ill ti, itretit. resirfitne 
recol linei-, ie/e~es~ 

Obl:itm ili' umlfiriitio of lie offiCie t 

il lmiyi;.ll" IcoItolt. ieIle 

lrm c ofl ,s re,, oi all titidin 

ill tile bin I;:atii 

s.. 

s with stock hook b:iI;Itoi., d 

V. RecotdimeiofI tltiei' Ot e2 li-ClI illlo)i tin illliro\ etelltli to the S.+tNIll it, i-VeLlto1rv 
ittageem t mitil h inn abtijt C0eo otv., 1IIiCiICV aMidprovide ittobilit', Ofa0.,1iifil 

L0o1'0l XhiCll will 

far 1hte', to other ar

be Usefultto0 lie 

eas of actrivy 

vi. Subtilisioti of lht IcepoliI it the iil lr it lc,c ihcd. i. 0. 

1;1 (0i1 tlltil T i\ tfO lil \L'i fi itiloi (it Itolc,a(s 'Itlll (G 3 f4.i tll l \i"tCale l.es indt il oiil'. o l llnl tI llivi 

o!1;! ,,1aillIs't , % iltr11-

Informatory 

(a) 	 Forem T & A 66 should be prepared in quadruplicate meant to be sent to the Auditor General along with the annual 
appropriation account, thro' the Chief Accounting Officer (Ministry Concerned) 

Chief Accounting Officer would decide on he course of action to be taken, and grant authority to adjust stores records as in 
required by the levels of authority for write off,and the copy of the form T&A 66 retrned will be astores Valur adgnate for 
the purpose. 

(b) 	 Unserviceable stores could be deleted from the stock records on the transfer of such items to a place of disposal such as 
Govt. Stores, Steel Corporation, or Govt. Factory, entry being supported by such a tranfer order/voucher. 

(c) 	 Losses are to be dealt with under the provisions of FR 102, and a list of losses written off during the year should be annexed 
to the annual iprropriation account. 

Board of Survey of advance account activities FR 507 

Board of Survey of an advance account activity is normally assigned the following functions to enable the value of stocks, and 
fixed assets to be brought into account at accepted values. 

This comprises of the functions of:­

i. 	 taking stock of raw material, work in progress and finished goods for trading activities. 

ii. 	 taking stocks of spares and stores for stores advance account activities, and 

iii. 	 verification of fixed assets and areport of the condition of the asses as reflected in the fixed assets register or the inventory 
register whichever is available. 

iv. 	 valuation of stocks where this function has been specifically l.een assigned ;n the letter of appointment. 

While tile valuation of stock will be used for the preparation cf the tradinl, / working account, the verified statement of fixed assets 
should be annexed to the accounts fo:wardcd to the audit. 

Quarterly board of survey FR 758 

FR 758 provides for the periodical verification of stores, and the Board is appointed by the Head of the Department. 
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Board is expected to carryout a test check ofselected items with the book balances and report on from Treasury 127. These reports 

are kept in the office for reference of Audit, as to compliance of FR 758. 

9. Large organisatlons where no annual stock taking is done 

FR 759 provides for the establishment of a perpetual inventory control system, under which each item will be subjected to count at 

least orice during the year. 

Establishment of such asystem requires sanction of the Ministry, approval of the Treasury and acceptance of the Auditor General. 

S*tuation where such a system could prevail are Railway store, former lrrg. Dept. Plant stores, and Medical Stores. 

10. Board of survey of Commercialised activities 

i. Activities of Corporations are governed by the instructions issued by the Public Enterprises Division of the Treasury and 

are subject to own manual of financial Procedures, where generally accepted accounting principles and practices coupled 

with best com~imercial practices are adopted. 

Functions of a Board of Survey to report on the stocks, fixed assets and their present conditions still hold good, and the 

report is made to the Bd. of Directors. 

ii. Activities of provatised Business Entities 

Functions of these activities which have been brought under provatisation programme have coine under the companies Act 

17 of 1982 and therefore the provisions of the Companies Act will apply, Sections 143 -145 sets out the basic requirements 

of accounting and schedule 5 sets out the general provisions to Balance sheet and profit and loss account. The functions of 

a Board of Survey take the form of stock takers supervised by competeni officials and observed by representatives of the 

external auditors. 

Discrepancies in the inventories are observed by the auditors, and write off and adjustments of records are authorised by the Bd. of 

Directors. 

INDEPENDENCE, JUDGMENT, VALUATION AND REPRESENTATION IN ANNUAL 

ACCOUNTS ARE AREAS WHICH DESERVE THE ATTENTION OF THE BOARD OF 

SURVEY.
 

BOARD OF SURVEY 

(by Mr. P. Kumarakurusingain, DPFM, FRFA, FMCP (Dip) 

Boards of Survey or Board of Verifiers arc normally appointed by Accounting officers in or around the 15th December each year. to 

carryout a physical verification of all stoies including inventory articles in their Depts. Depots. Warehouses etc. The purpose is similar to 

stock-taking in the mercantile sector. In Govt. Depts. no valuation is normally made except when verifying stocks held under Trading and 

manufacturing Advance Accounts. 

Boards of Survery may be required to verify stores, as well as to report on unserviceable stores. Boards of Survey may also be appointed 

at any other time as and when necessary by the Accounting officer or C. A. 0. The following forms are used. 

Treasury and Audit - 66 for verification of Stores 

Form General 47 for reporting on unserviceables 

Depts. Such is foo'l, Marketting etc. operate advance Accounts which are of aTrading, Manufacturing and Trading nature and the closing 

stocks have to be valued for purposes of the Trading, Profit and loss Account and Balanec Sheets. 

Composition; Boards of Survey normally consists of two officers appointed by name, one of whom is appointed Chairman and the other 

a member. But considering the mrgnitude of the complex to be verified an Accounting officer may appoint more than two officers at his 

discretion. The Board should consist of officerm: 

(a) Other than and not immediately subordinate to the officer or officers directly in charge of Stores. 

(b) One of whom is acquainted with the technical Stores, if any. 

How appointed: The appointments are made by written order of the Accounting officer, usually executed under delegated authority by 

the Staff officer in charge of the subject of stores/stores Accounting. The names of lhe other members are included in the letter of 

appointment issued to the chairman and copies of this letter are given to them. In these letters the types of stores to be verified and their 

location is given. A copy of such letter is also sent to the officer in charge of the Stores to be verified. In the case of unserviceable stores 

held on Advance Accounts the Chief Accounting officer will appoint the Board. 

Sample letter of appointment 

Mr. X. Y. Somapala 

Clerk, Class I - Finance Branch 

You are appointed chairman of the Board of Survey along with Mr. R.Somarathna Clerk Class II and Mr. Deen, Book-Keeper to verify 

the Stores, Inventory articles etc. in the custody of Executive Engineer, Anuradhapura. 



You should verify the followiig : 

(a) Inventories (b) General Stores (.) Consumables 
(d) Vehicles (c) Tools (I) Stationery 

The stores are located at.................... etc.
 

Responsibilities of the Store - Keeper
At the end of each Financial year the Store-Keeper should balance all his books as at the close of business on 31 st December and enterthese balance on form Treasury and Audit - 66. He should enter such details as name of items, Stock book folio number, Balance as perStock book etc. He should not enter the column "Verified balance". The forms should be prepared in triplicate and these should be handedover to the Board on arrival. A certificate should also be given by the Store-Keeper to tie effect that the arithmetical accuracy of thebalancing since the last verification has been checked and found to be correct. 

Functions and responsibilities of the Board : 
On arrival at the Stores to verified, the Chairman of the Board should call for the Board should call fro the Stock books, theTreasury and Audit-66 forms The Board should then check the physical stock, item by itent in the order it appears in the Insentory andStock books, from page I onvards. As the verificatioti of one item is completed, if the verified stock agrees with the hook balance, onemember of the board will tick the balance as correct, while the other member may enter the quantity verified in the relevant column onform T. & A. 66. Where there is a shortage or surplus and the store-keeper is unable to sort it out, then the actual quantity verfied will beentered in the T. & A. 66 and the relevant shortage or surplus recorded in the colhins provided. 
The Board should also ensure that all items produced are new ones. Where aused or utis,:rviceable item is also produced, in orderto satisfy the quantity shown in the Stock hook, then its history should be investigated. If the Board is satisfied that there is nrothen the quantity will be accepted as correct, but an entry will be made in the remarks coui nof '. & A. 66 that one iteit 

irregularity, 
is unserviceable 

etc. 

The entire verification will proceed ott similar lines and once all physical verification is completed, tile Board will compare thebook balances with [lie balances in T. & A. 66 for any possible carry-over errors etc. At the same time the chairman will initial theInventory/ Stock hook where the physical quantities agreed. '[lie Board will iten prepare in quadruplicate ott T. & A. 66 a list of shortageand surpluses and it acknowldged by tire store-keeper, Thereater the Board will take witll the the origitial and ,ltplicare trIIpies of the T.& A. 66 given by the Store-Keeper on arrival and also all [ie copies of the lists of shortages and surpluses with itein and submit same to
the Accounting officer. 

Board of Survey - Unserviceable items 
Items of inventory or other stores becomoe trseviccable by useage and until they are written-off froin the Stock-broaks these itenshave to be kept in the custody of the store-keeper. It is therefore, usual to prepare a list of all unserviceable iteris annually on foriil Cen 47aid request the Accounting officer to appoint a Board of Survey. If the unserviceable items are of a ticliical nature, then a technicaloffieer will also ie incorporated in the composition of the Board. 

The Board will be previded with a list of the items on form General 47. They are expected to Survey the items both quantity wiseas well as quality wise and make their recommendations. 

Items repairable R will be marked
 
Items to be sold 
 S "
 

Items to be destroyed - D 
The Chief Accounting officer or Accounting officer will either accept fully or in part the recommendations, and approve the sale ordestruction of the unserviceable items in the list. At least one member of the board should be present at the time of destruction of the
unserviceable items. Board should testify to the effect that the items were destroyed in their presence.
 

How shortages and surpluses reported by the Board are dealt with. 
When the Board submits its report together with the T. A 66 forms duly completed and signed, the Accounting officer will call for the
explanalion of the Store-keeper for the shortages and surpluses and also any other discrepancies poinled out in the report. The store­keeper may sometimres give a satisfactory explanation. Examine tte following situation :
 
An armclrair was actually issued to an officer, but the Store-keeper had by art oversight entered the issue in the Inventory book under chair(ordinary). Therefore there viii he a shortage of one armchair and a surplus of one ordinary chair. Such shortages are termed"Hypothetical shortages" and the explaniation of the Store-keeper will be accepted and adjustments of the books will be permitted by IreAccounting officer. In all cases where the explanatiotn is considered to be unsatishactory the following action is appropriate: 

Shortages :The replacement value will be recovered from the Store-keeper iii respect nf the items found short. 
Surpluses 'The Store-keeper will he requested to take tIhe surpluses into stock. 
Other discrepancies : Appropriate action according to tie merits of each case, not excluding disciplinary action. 

Verification sheets and reports to Auditor Geueral. 
A copy of the verification report together with acopy of tihe list of shortages and surpluses will le sent to the Audtor General in terns-of 
F.R. 757 (2) 



Write - Ois. When recoveries are completed in respect of the shortages detected the Accounting officer will grant authority to write - off 
the items from the Inventory Book in terms of F. R. 108 (C). 

(Recommended further reading : F. RR 102 to 107, 109 and 110) 

Advance Accounts - Boards of Survey. 
In the case ofAdvanced Accounts, except where other methods are adopted with appropriate authority all stores, stocks and Assets should 
be physically verified as at the end of the Financial year i. e. 3 Ist December for purposes of preparing the Annual Accounts. Stocks should 
be valued at : 

(a) Cost or market value whichever is lower in the case of Trading activities. 
(h) At cost price in the case of Stores Advance Accounts. 

Appointment of the Board : This will be almost similar to the Boards appointed to verify the Inventory and other stocks already
explained. The appointnent will be made around tile 15th1 December so that stocks could be virified as on Ist january. During the period
of verification the issue of stores will be suspended and as far as possible no new stocks will be brought in. The Board will survey the 
stores and report indicating : 

(a) The physical quantities of'each itent existing as stock-in-hand on 31st December and its value. 
(b) The existence of the Fixed Assets relating to the Advance Accounts concerned. 

Discrepancies : The Boards will also report in regard to 

(a) Arty discrepancies between the quantity recorded in the books and the actual quantity availalble in stock. 
(b) Any discrepancy between tie book value of stocks-in-hand and the valution of the board. 
(c) The non-existence or discrepancy in the value of fixed assets 

Unserviceable articles on Advance Accounts 
The Board of survey will be appointed by the Chief Accountig Officer. All other action is similar to what has already been explanined. 

Boards of Survey on Cash, Stanips, Securities etc. - F. R. 350 

By 15th )ecenibcr each ) ar two board, of survey will be appointed by the Secretary, Ministry ofFinance one to veri y Cash bank 
balances and securities in the custody of I). S. T. and the other to verify the stamps in the custody of tile coinnissioner of Inland Revenue. 
The Board will start work after the close of business on the last day of' the Financial year or before the Commencement of the new 
Financial year. Each board w,'ill consist of two oticers and the instructions to the Board will be issued on form T. A. 117 and T. A. 133 
respectively. 

The survey of Cash, Staiiips etc at Kachcheri s will be done by Boards appointed by the Secretary, Ministry of Ilome Affairs and 
the instructions to the Board wll bc issued on forn G. A. N. 21. 

)uties of the Board :The Board appointed to verify cash should count all cash in the Vaults and with the Shroffs. They should aslo verify
the Securities. In the case (tf currency notes, except bundles in sealed packages all other notes should be counted. Il the case of coiins, 
except the sealed bags all other coins shluld be counted. After counting, all coins should be put into bags and sealed. Every endeavour 
should be made to complcte the ciunting iii one day. 

Thereafter the board should verify whether the actual cash balances verified agrees with the balances shown i the relevant books. 
After the Counting etc are over the Chairman should obtain statements from the Director Accounts and payments givig the balances at
date of verification as per his books. Tie board appointed to verify stamps in the custody of the Conioissioner of Inland Revenue should 
corunt all the stamps and documents of monetary valie in the Vaults and verif whether they agree with the book balances. A statement 
should be obtained from the Comm issioner of' Inland Revenue giving the balances on date of verification as per his books. 

Report to the Auditor General : 
On completion of all dhe work the forrnsT. A. 1 18, C. S. 43 or Ge. 147 should be completed and signed by all the members of the

Board of survery and forwarded to the Auditcr General. "lledate and time the Verification began alhould be indicated. 

casr study 

J. S. Bastiaipillai 

Details of stores advance accounts of the Railways are as follows :-

BALANCE SHEET OF STORES ADVANCE ACCOUNT AS AT 01/01/91 
Amount due to Treasury 1,098.063,783,35 Stocks Debtors Goods in 936,884,424.50 
Creditors 224,894,622,00 Transit & Prepayments 68,527,060.40 

1.322.958.4)5.35 317,546,920.35 

1,322,958,4)5.35 



You are given following information ; 

a. Value of Stores items received during the year Rs. 431, 071,663.43 and total isues Rs. 464,077.7 1. 

b. 	 Value of total debits to stores advance account Rs. 377,264,554.63 and total credits Rs. 568,455,607.72 Adjustments in 
respect of erroneous debits amounting to Rs. 7,570,738.51 to be made in terms of Financial Regulation 503. 

c. 	 Balances excluding the stock balances are as follows :-

Sundry Debtors Rs. 9,185,597.60
 
Losses to be written off Rs. 12,091,799.22
 
Goods in transit & Prepaymens Rs. 84,048,642.56
 
Credihors Rs. 152,349,973.34
 

d. 'Fle system of annual verification of stocks bad been followed by the Department. A physical verification of stock as at 
31/12/91 had been done, and Rs. 6,533,288.00 and Rs. I, 220, 163.00 had been reported as stock shortages and exceses 
respectively. 

You have been appointed as an Accountant for Stores advance account in the Railways ++++++++ The Chief Accountant requests you to 
prepare th followin[ accunting statements : 

I. 	 Statement of Receipts and Issues for the year 1991. 

2. 	 Balance Sheet as at 31/12/91. 

2. 	 Authroiscd limits of the above advance account was as follows 

As per Annual Variations in Terms of 
Estimate Appropration Act No. 48 in 1990 

I. 	 Maximum Limits of 
expenditure of the activities of Govt. Rs. 950,000,000.00 Rs. 400,000,000.00 

1I. 	 Minimum Limits of 
receipts to be credited tothe 
accounts of the activities of Govt. Rs. 950,000,000.00 Rs. 550,000,000.00 

Ill. 	 Maximum Limits of Debit 
balance of the activities of Govt. Rs. 830,000,000.00 Rs. 900,000,000.00 

IV. 	 Maximum Limts of 
liabilities of the Activities of Govt. Rs. 100,000,000.00 

An examination of the final accounts, disclosed the following 

I. 	 Maximum limit of debit balance of the activities of Government as at 31/12/90 was Rs. 1,050,000,000.00 

2. 	 A sum of Rs. 18,773,490.00 dime to the supplier of Romanian Coachers was included in the stock in transit and prepayment, 
amounting to Rs. 84,048,642.00. This had been provided under Capital Expenditure Project 103 Programme No. 3 Due to 
variation in exchange rates, provision made under the programme was not sufficient and the expenditure had been met from 
the advance account. Although virement procedure should have been followed to effect the transfer, it had not been done. 

3. 	 Action had not been taken to settle Rs. 64,616,913.00 payable to tie Chief Mechanical Engineer for supply of finished 
goods and it had been shown under creditors. 

4. 	 According to the bank statement as at 31.12.91, theme was a bank overdraft of Rs. 12,500,000.00 and it had been shown 
under creditors. 

Considering the above facts, calculate the actual limits, the excesses and the slhortfall in the various limits of the advance account as at 
December 31, 1991. 

(232) 
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LEADERSHIP 

What is Lcadership? A. Joseph 
Leadership has been defined as an influence process. Leaders are persons that others want to folow. Leaders are the ones whocommand the trust and loyalty of followers. The assumption that Leadership is Synonymous with management is not correct.Leaders are found not only in the managerial hierarchy but also in informal work groups. People are managers by virtue of theauthority in their positions as given by the organization. The following diagram illustrates that Managers are not always effective 
leaders. 

INDIVIDUALS WITHMANAGERIAL TEAM LEADERSHIP SKILLS AND 
ATTRIBUTES 

MANAGERS WHO LACK TEAM MANAGEMENT LEADERS WHO ARE NOT
LEADERSHIP SKILLS AND WHO ARE ALSO ON THE MANAGERIAL

A'flrRIBUTES LEADERS TEAM 

Leadership therefore can be defined as follows: 

"Leadership is a process involving two or more people in which one attempts to influence the other's behaviour toward the 
accouplishment of some goal or goals." 

There are at least three important implicatiors in the definition. First leadership is a process. That is, it is an ongoing activity in aorganization. Second leadership involves other people, usually in the form of subordinates. By their willingness to be influenced 
by the leaders - subordinates formalize the leader's role. 

This suggests that the leader's attempts at influence are directional, aimed at some level of achievement. 

2. 	 Leadership Theories 

2.1 Great man theory. The ancient Greeks and Romans concluded that leaders were born and not made. This "great man"
theory of leadership said that a person was born either -Iih or without necessary characteristics of leadership. Thistheory lacks validity because ordinary individuals from rustic background have also become leaders. 

2.2 Traitist Theory postulated that leaders have certain physical characteristics, social, background intelligence, perosnality,task related characteristics and social characteristics that distinguished themselves from non-leaders. This theory was
found to have no consistent relationship with successful leadership, in tiat people without much of these traits havebecome leaders. However iesearch brought out some uni, ersal traits which have been identified in most of the effective 
leaders. These are:­

(a) 	 InLlte - L.eader has higher intelligence than the average intelligence of his followers, however, the leader 
cannot be ex:cedingly more intelligent. 

(b) 	 Social maturity andhreadh - Leaders tend to be emotionally stable and mature and to have broad interests and 
activities. 

(c) 	 Inner oti",'itmnandl achievement drives - The leaders strive for intrinsic rather that extrinsic rewards. They have 
relative ly iiliense motivational drives of the achievement type. P, .,) 



(d) Human Relations attitudes - Leader recognizes the worth and dignity of his followers. 

This has led to the realistic trait theory i.e. a leader has not only certain inborn traits but his behaviour can be 
affected by learning and experience. 

2.3 	Behavioural Theory - This theory contends that leaders as well as followers adjust their behaviour according to the 
changes in the organizational environment. 

2.4 Situational Theory 

Leadership is affected by the situation. 
- Previous history of organisation
 
- Community within which the organization operates.
 
- Kind of job leader holds.
 
- Time required for decision making
 
- Group personalities
 
- Size of group he le.,ls.
 

2.5 	Leadership affected by 3 dimensions. 

(a) 	 Leader - member relationship 
(b) 	 Degree of task structure 
(c) 	 Leader's position power (through formal authority) 

3. What makes effective Leadership? 

A recent informal survey in the"U.S.A. showed that leaders are expected to: 
Make decisions 	 Communicate organizational 
Cope with crisis 	 policy & goals to subordinates 
Define & solve problems 	 Investigate & manage changes 
Develop & take care of Subordinates 	 Serve as an information centre 
Set a good example 	 Help subordinates with their problems 
Find and acquire resources 
Set the "tone" of the organization 	 Sell ideas and decisions to those who must be persuaded. 
Facilitate group effort 	 See that the job gets done. Represent the organisation to outsiders. 

What the above list tells us most clearly is that the above responsibilities can be divided into two categories:­

(a) Behaviour concerned with the accomplishment 
of the groups tasks and goals. Promoting morale of individuals or Group 

Behaviours concerned with group welfare Developing individual skills and abilities. 
Dealing with personal and inter personal problems. 

Examples 
Setting Goals Evaluating Assigning 
and Standards Individual Tasks and Pushing 

and Group for high 
performance performance and 

achievement 

Behaviour concerned with tasks performance and goal 
achievement 

A leader who promotes neither the groups welfare nor the accomplishment of tasks is an ineffective leader. Ineffective leaders 
include both those who do nothing and those who use their positions only to promote themselves, usually at the expense of the 
subordinates. Leaders who successfully promote both these accomplishments and group welfare, are likely to be successful as well 
as effective. 

Ll C
 



Range of Styles 

The autocratic leader led by command and the commands were generally obeyed to avoid punishment. This leader was task centred 
and tended to give punishment or criticised when productivity slowed. 

The democratic leader permitted the group to discuss and make decisions. They encourage members to work with whomsoever 
they chose and were supportive. Laissez - faire leader allowed the group total freedom and exerted a minimal amount of personal 
influence. 

Another set of styles of leadership is as follows:­

4.1 Autocratic - the leader forces compliance. 

4.2 Persuasive - the leader sells his ideas and whips support and enthusiasm among his followers. 

The degree of authority assumed by the leader and the degree of participation allowed to subordinates is shown in the following 
figure. The particular point on the scale that the leader should opt fordepends largely on the characteristics of the working situation. 

AUTOCRATIC 	 Manager makes the decision, then announces it 

Manager 'sells' the decision 

Manage presents his decision and invites questions. 

Manager presents a tentative decision subject to change. 

Manager explains the problem, gets suggestions, makes the 
decision. 

Manager defines the limits and asks the group to make the 
decision, subject to his approval. 

DEMOCRATIC 	 Manager asks subordinates to make the decision. 

STYLES OF LEADERSIIIP 

5. Leadership Roles 

Mintiberg in the nature of management describes ten roles which the manager/leader should be capable of playing- though 
obviously the relative importance of these roles varies from job to job: 

I. 	 Figurehead - the symbolic head. This requires social and ceremonial skills. 
2. 	 Leader - motivator and director of ernployec,. 
3. 	 Liaison expert - building and maintaining a network ,f uulde contacts who provide information and favours. 
4. 	 Monitor - collecting information from a wide range (i sources and thus acting as a kind of nerve-centre in the 

organisation. 
5. 	 Disseminator - transmitting information received to members of the organisation. 
6. 	 Spokesperson - tclling outsiders about tile organisation's activities and results. 
7. 	 Entrepreneur - constailly looking for new opportunities. 
8. 	 Disturbance - handler - overcoming unexpected disturbances and crises. 
9. 	 Resource-allocator - distributing scarce organisational resources between competing claims. 
10. Negotiator - representing the organisation at major negotiations. 

6. Power bases of a leader 

Successful executive leaders are people who want to lead who have a drive to get things done and for this they need
 
power.
 
French and Raven in "The Basis of Social Power" State that leaders to be effective require five main kinds of power.
 

6.1 Reward power, enabling them to reward followers who serve their purposes. 	 _.,toci 



6.2 	 Coercive power, enabling them to punish followers who fail to serve their purposes. 

6.3 	 Legitimate power, which gives the leader the full backing of his organlisation. 

6.4 	 Referent power, which is based on the flollower's ideltificatin with and adniration for tile leader. 

6.5 	 17xpert power, which isbased on the leader's cxperlncss i1some fiheld or on some specialised skill or knowledge.
The success of an organi sa;tion is determined above all by the (ualities aid perl'orniance of it; leaders ;in] that without
leadership the organization will drift opportunistically, over-exposed to internal conflict and outside pressures. 

7.1 	 Distrihuitive leadrshIj 
Team work is rapidly icplaciig autocratic styles of leadership. Btt the ciange is far from eliminating the need 'or
leaders. 11is having the effect of distributilig leaderchip responsibili;ty a:mong people than ever hel'ore. 

7.2 	 Hard Work
 
"Successful leadership gives every evidence of relishing hard work. Ilard working leaders Is
an achiever because liegenerates an atmoshipre of urgency and fist llovements in his unit and attracts more work, more responsibility and 
more success. 

ON BECOMING A LEAI)ER 

CASE - 01 

Asanka Perera had recently been promoted to ni.Anager of the Maintenance Division of Sasco Ltd. An electrical engineer byprofession, lie had spent most of his time designing and over-seeing the intallation of systems. The new job meant that lie now had 
to manage fifteen people and make sure they carried out the sort of work lie used to do. 

IIe-took over from aman who moved to more seiiior position within the company but on adifferent site, and the change over periodhad only been amonth. Asanka hadn't been able to learn much from his predecessor because lie had been too occupied insortingout his own move to the newjob. Never having had any management training, right from the start Asanka had felt completely out 
of his depth. 

He spent agreat deal of time checking that his staff were doing theirjobs properly. This meant that to get through all the paper worklie was coming in at 7.30 in the morning and not leaving until past 7 o'clock in the evening. He also began to take work home atnight, and at week-ends, and later on lie started coming into office on Saturadays to clear the backlog. 

When he wasn't watching his staff, Asanka had to attend meetings which seemed to him to go on forever without achieving anything.
The phone never seemed to stop ringing nor people continuosly popping in for achat. He hadn't seen his boss for more than afew
minutes at a time, and after three months, he was begining to feel really fed up about the situation. 

It all came out in the open the other day when one of the men lie used to work with was passing by his office and was surprisedto see Asanka slumped in his chair, head in his hands and looking thorotlgh.ly miserable. "What on earth's the matter, Asanka?" heasked. "You look dreadful. I thought ) 'iwould be full of joy having reached the heights of management." 

Asanka sighed deeply. "It's awful," lie admitted. "There aren't enough people to do the work, and those that are there don't seemto be capable of thinking for themselves. My boss is nevcr around, except to demand more from me with unrealistic deadlines, notesources and even though I'm working round the clock, I don't seem to be getting anywhere. Even my wife's begining to complain- shejustd doesn't understand the difficulies I'm facing. I don't seem to be getting anywhere. Even my wifes' beginning to complain- she just doesn't to be able to rely on anybody at all-none of the other managers appear to be having all this trouble." 

(The names and events cited in this case are fictional and any seeming coincidence to real life situations, is deeply regretted.) 

GROUND RULES 

I. Study the case individually (5 min.)
2. Discuss case among group members and analyse for presentation (10 min.)
3. Presentation of scenario with recommendations (5 min.) 

7.3 	 Self - starter
 
To lead others a leader must know where he is going himself. 
 -


http:thorotlgh.ly
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7.4 	 Decisiveness 
A leader should not shirk from taking tough decisions. It is based on self-confidence a~id aclear sense of direction. 

7.5 	 'to create opportunity 
The difference between asirong man and aw\eak man may not be adifference in ability but the creation of opportunitics. 
A weak man never dares. A strong nan makes opportunity. 

7.6 	 Pl_ acaresilience 
Leader feels strong en1ugh (o fighlt for wshat he believes - in even when it endangers his own prestige or careor.
 
"Ialways compromise on uninpollant issue, - never on vital ones". Since no important decision ever pleases everyone
 
in the organization, the leader must be able to absorb tie displeasure.
 

7.7 	 Sublv cmet(s 
An organisation needs leadership, not communication. Every managr should discover for himself his 'natural' leadership 
style. 

8. 	 Leadership effectiveness 

An effective leader produces good resulls by building asuccessfiland secure team.
 
In business, leadership effectiveness is judged by:
 
(a) Leader's ability to achieve output goals. 
(b) Leader's ability to achieve good financial goals. 
(c) The state of morale and discipline within the leader's area of command. 
(d) The e.-tent to which the leader helps the organisation/unit to achieve its overall objectives. 

Senior Managers should know what is happening.
 

"I'm in on every function. So I know the right question to ask them. I can keep track of everything."
 

In ahighly competitive world of business effective leadership can make the vital difference to success or failure. Yesterday's

decisions do not fit today's problems. Initiators rather than responders may be important. Professional ability, managerial
 
ability and entrepreneurial ability become important for effective leadership.
 

Read the; following 35 questions and place your answers at the end of it. Your answers are:-


A. F.O.S. N.
 

A for Always
 

F for Not that you do it always but frequently
 

0 for Occasionally
 

S for Seldom
 

N for Never
 

I. If there is adiscussion I would most likely to act as aspokesman. 

2. 1would like to give people overtime work. 

3. 1am a person who allows people to work with complete freedom. 

4. 1 would encourage the use of uniform procedures. 

5. 1would stress being ahead of other competing groups. 

7. 1would like to speak as a representative of the group. 

8. 1would needle members of the group to get things done. 	 .. -,. 
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9. I would try out my ideas with the group. 

10. I would allow meinber. to d' their work th way they think is best. 

11. I would be working hard for a promotion. 

12. 1would tolerate postponements and uncertainties. 

13. 1would spzak for the group if there were visitors. 

14. I would keep the work moving at a rapid pace 

15. I would allow members to do their jobs without giving much details but merely mentioning what it is. 

16. 1 would settle conflicts when they occur in the group. 

17. I would get every detail. 

18. I would represent the group at outside meetings. 

19. I would be riuctant to allow members any freedom of action. 

20. I would like to decide what should be done and how it should be done. 

21. I would push for an increased output. 

22. I would let some members have authority which I would keep. 

23. Things would usually turn out as I anticipated. 

24. I would allow the group to have a high degree of initiative. 

25. I would assign group members a particular task. 

26. I would be willing to make changes. 

27. I would ask members to work harder. 

28. I would trust the group members to exercise the good judgement. 

29. 1would schedule the work to be done. 

30. 1 would refuse to explain my action. 

31. 1would persuade others that my ideas are to their advantage. 

32. I would permit to group set its own phase. 

33. 1would urge the group to beat their previous record. 

34. 1would act without consulting the group. 

35. I would ask group members to follow the standard rules and regulations. 

Now look at your answers. The answers you have given in respect of under mentioned question numbers to be circled. 8, 
12, 17, 18, 19, 30, 34, 35. Now you have circled 8 answers. Of the 8 answers if you have put the letters "S" or "N" please 
mark capital "I"against it on a side. 

Now look at the other answers (other than the 8 answers indicated above) . If your answer is either "A" or "F" please mark 
capital "I" against these answers on a side. 

Now forcertain answers capital "I" is marked on a side. Now concentrate only on capital "I". lfyou have capital "I" in resepect 
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of under mentioned questions please circle those capital "I". The question numbers are as follows.
 

Repeat you must circle capital '" only those which are marked against the under mentioned qLuestion numbers 3, 5, 8, 10,
 

15, 19, 22, 24, 26, 28, 30, 32, 34, 35, (14 questions)
 

Now you have circled capital "I"appearing against some of or all of above numbers depending on how you have answered.
 

Now please count those circled capital "I'.
 

Also count capital 'I"which are not circled.
 

Now I "e a look at the paper distributed among you on leadership style profile.
 

to be marked on the right hand side (against 'P") at the appropriate placeThe total number of circled capital "' 

(approximately)
 

Also the total number of uncircled capital "I" to be marked on the left side (against "T") at the appropriate place
 

(approximately)
 

Now please draw a line across joining the two points marked by you. Now look at the point of crossing on the centre line
 

which indicates your shared leadership.
 

LEADERSHIP STYLE PROFILE 
SHARED LEADERSHIP RESULTS FROM 

BALANCING CONCERN FOR TASK AND CONCERN FOR PEOPLE 

Laissez faireAufocrati Shared Leader 

Leader Ship High Morale Leader Ship
 
High and Productivity High Morale
 

Mediam 

Low/
 

404
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8. m da g@(ft 3S (LEADERSHIP EFFECTIVENESS) 
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COMMUNICATION AND LEADERSHIP 

Need for Communication
 

The organization consists of individuals working in teams or groups. Unless each individual understands clearly the objective of
the group of which he is a memberas well as the objective of each individual, work will not be performed to expected standards.
 
Thus Communication provided a tool to give an insight and understanding to employees by:
 

(a) building a spirit of understanding and co-operation among employees 

(b) helping managers and supervisors to project their leadership among employees and other publics. 

(c) Providing a means to discredit detractors. 

Communication is therefore a powerful force. [low we communicate will definitely affect all our relationships with those whom 
we communicate. 

Communication is also a tool for solving problems. Resistance to change, misunderstandings, grievances etc. are successfully
handled and resolved by communication. Most human problems are often based upon communication failures or other conflicts.
Various strategies of Communication are available to us and we could use them with advantage for the mediation of various 
conflicts. 

Much research has been done in regard to the need for communication and recent evidence reveals that employees work moreeffectively and with greaterjob satisfaction when they understand not only their objective and accountability but also the objectives
of the other members of the group and also of the whole organization. 

Effective communication - (characteristics) 

The characteristics could be briefly described in the following manner: 

(I) Communication is not an end in itself ' . 
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In any situation when we say something or write something that act itself is not the goal. It brings together individuals 

and groups of people. 

(2) 	 There are two basic aspects of the Communication Situation 

(a) the value of the message i.e the experience, advice, instructions, attitudes, infromation etc. to be conveyed. 

e.g. are the sentiments sincere? 

(b) 	 the technical aspect. It concerns the reasoning which governs the choice of medium, language and other skills. 

(3) 	 Every act of communication must have a purpose but there is no single purpose for all communications. 

(4) 	 The basic objective must always be clear to the communicator before he initiates the process. 

i.e. exchange ideas and thoughts and create understanding. 

(5) 	 The first step towards effective communication is to make one's ideas clear to himself and to plan adequately. 

(6) 	 The successful exercise of communication techniques depends largely on language skills. 

(7) 	 Successful communication depends equally on an understanding of individual and gro~ip psychology.
 
Communication is a social process. The human setting and the social climate has to be understood.
 

(8) 	 Just as the transmission skills are speaking and writing the reception skills are listening and reading. 

(9) 	 Intellegcntly practiced communication skills can raise levels of works interest and productivity. 

Effective Conmlunication - (Methods and choice of imedia) 

The language we use is often supplemented by other less obvious forms of communication. e.g. physical experiences, gestures etc. 
In addition there may be voice inllections which tell us much more that the words reveal. A word of praise may be transformed 
into Sarcasm by the tone of the speaker or writer. Even silence or the absence of language can convey a message. 

Perhaps the most forceful method of communicating is not language. The employee who frequently comes to office late 
communicates by his behaviour that he has little regard for discipline and no concern for his superiors - (Action speaks louder than 
words). 

A Leader has both formal and informal channels. He also has the following media: 
- face-to-face 
- oral 
- written 
- visual 

In selecting the media the following Ctiteria will apply. 

(a) 	 providing the right volume of information 
(b) 	 providing the right level of information. 
(c) 	 providing information in an appropriate and usable form. 

Effective leadership requires effective communication. 

Communication is central to all operations. It covers all activities that influence others. We cannot think of a more important tool 
for getting things done. It is also the basis for creating understanding, obtaining co-operation, and securing action. 

Communication is only an atmosphere and not something you can put your finger on. Devoid of the right atmosphere 
misunderstanding flourishes causing inefficiency friction and failure. In the final analysis what counts is not what people are told 
but what they accept. 
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Leadership 

Leadership is the influencing of the behaviour of individuals and groups towards a desired result. It involves the elimination of 
uncertainties about what whould be done and the co-ordination of a group's effort in the direction of the groups objectives. Indeed 
management has been described as decision taking and communication. 

Thus an individual is a leader in any social situation in which his ideas and actions influence the thoughts and behaviour of others. 

Three basic functions are unique to the leadership role 

(i) - maintenance of membership 
(ii) - objective attainment 
(iii) - group interaction facilitation 

All these functions require effective conmunication. 

A leader has to be tactful in dealing with his group members. His criticism should be impersonal, yet effective. He need to criticise 
a decision or method without making the subordinate feel demeaned. Leadership requi res interaction among people. This 
interaction has to be Iuided on profilahle channels and successful interaction depends on effective communication. 

The director of an orchestra serves as a useful model 

- Men must have requisite Skill 
- A psychological setting must be established 
- Musicians share satisfaction with leader. 

Communication skills are vital for the leadership role. 

"Leadership" is dynamic while "Headship" is static. The leader has several roles such as "Liaison" role, "informational" role, and 
"decision" role. All these rols involve exchange of thoughts and ideas as well an understanding between people i.e. 
communication. 

A leader should not attempt to do everythig himself. It is not a one-man show. He should delegate. Ile has to provoke discussion 
give realistic orders, administer discipline. None of these could be achieved without communication. 

Leadership styles 

* Authoritarian/Dictatorial 
* Democratic 
* Laissez faire 

There is evidence from research to confirm that the democratic style of leadership is the most successful style. Freedom of thought 
and expression i..e. communication without any impediment is assured. 

Leadership involves the exercise of social power. Five bases of social power could be identified: 

* Reward power 
* Coercive power 
* Legitimate power 
* Referent power 
* Expert power 

The democratic view is that social power should be distributed and shared. 

Range of Leader hehaviour 

This varies from highly leader centred to highly group centred: 

- Telling
 
- persuasion 
 . 
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- consulting
 
- joining
 
- Delegating
 

There are three sets of forces which can influence tliemanager in selecting any one or any combination of the above: 

- Forces of the leader
 
- Forces of the Group members
 
- Forces in the situation.
 

Prepared by: U. Kartinasekera 

Public Relations 

What it is and why? 

Public relations are as old as civilization and existed since man first realized that be had to relate and live with other men.Yet thepractice ol public relations - the conscious seeking of good public relations - is relatively new. It is considered to be among the 
least exact of the inexact sciences. 

Public relations practice is like playing a game of chess: ten percent intuition, twenty five precent experience and sixty five percent 
hard work. 

An interesting analogy can be drawn between medicine and public relations. The public relations practitioner like tilemedicalpractitioner first diagnoses and then treats. Preventive medicine is considered very important in medicine, preventive public
relations isjust as important as preventive medicine. 

The main purpose of public relations is to establish a two-way flow of mutual understanding based on truth, knowledge and full 
information and includes: 

everything calculated to improve mutual understading 
advice on the presentation of the public image
 
action to discover and eliminate sources of misunderstanding
 
action to broaden tile
sphere of influence. 

It is, however, not. 

- a barrier between truth and knowledge
 
- propaganda
 
- publicity (aimed at directly achieving something)
 
- composed of stunts and gimmicks
 
- merely press relations
 

The senses in which the term public relations is used are: 

(a) relationships with individuals as groups
(b) ways and means to achieve favourable relationships 
(c) the quality or status of an institution's relationship. 

If we use the term public relations to label both means and ends it can create confusion. This can be overcome if the term is restricted 
to describing. 

"Tile planned effort to influence opinion through socially responsible and acceptable performance based on mutually
satisfactory two-way communication." 

Public relation isoften used as a synonym forpublicity, press agency, public affairs, propaganda and institutional advertising. They 
are only some of its functional parts. 

The International Public Relations Association defines the practice of public relations in the following manner: 
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"Public relations is a management function of a continuing and planned character, through which public and private 

organizations and institutions seek to win and retain the understanding, sympathy and support, of those with whom they are 

or may be concerned - by evaluating public opinion about themselves, in order to co-relate, as far as possible their own 

policies and procedures to achieve by planned and widespread information, more productive co-operation and more efficient 

fulfilment of their common interests" 

The British Institute of Public Relations defines as follows: 

"The deliberate, planned and sustained effort to establish and maintain mutual understanding between an organization and 
its publics". 

Implicit in these definitions is a three-fold function viz: 

(i) to ascertain and evaluate public opinion as it relates to -)e organization. 

(ii) to counsel executives on ways of dealing with public opinion as it exists. 
(iii) to use communication to influence public opinion. 

Persuasion and Public Oninion 

There are three means of getting people to do what you want: 

- pressure 
- Purchase 
- Persuasion 

Persuasion should be used in public relations. 

The basic objective is to change or neutralize opinions which are hostile, to crystalize uninformed or latent opinions in your favour 

and to conserve favourable opinions. The common purpose of public relations is to influence public opinion. This is the era of 
"public be pleased". The practice is predicted on the belief that "only an informed public can be a wise public". This does not mean 

sailing with the wind of public opinion but rather navigating the organization through them. 

Who are the publics? What do they expect? 

Every organization has a relationhship with those around it. There are many publics or groups of people. The world is divided into 

three sets of people viz: 

(i) those who know you and like you 
(ii) those who know you but do not like you 
(iii) those who neither know you nor care for you 

The aim is to reach a position where category (I) stay that way, category (II) change their opinions and category (1II) wish they 

could meet you and do business with you. 

The many publics or groups of people the organization has to deal with are the following: 

- Political Structure 
- Parallel Organizations 
- Voluntary Organizations 
- Religious bodies 
- Trade unions 
- Press reporters 
- Community at large 

The Public associate us with: 

-. lack of delegation 
- payment delays 
- unconcerned attitude 
- rigid controls 
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lack of consultation
 
trivial routine proceut ro
 
delay in .:or!,
 

They see w as slaves to rules and regulations, dependent on stereotype jargon and lacking in elementary intelligence. There is
deepseated and widespread suspicion and di itrust among our publics. They expect: 

- Fluman treatment 
- Courtesy
 
- Prompt attention
 
- grievances to be redressed
 
- good reception
 
- to be kept informed
 
- understand their plight
 
- Sympathise with theil problems
 
- us to listen to tLh:m 

Approach 

There are four possible pathways: 

1. think publicity is the sure-fire answer 
2. assume that good works and good motives will provide a favourable public opinion environment 
3. hold public opinion in contempt
4. Recognize that sound public relations are built on good works and souud communications practices. 

The fourth is the safest and smoothest way. 

Day-to-day practice consists of many little tasks and a few big tasks. It is really ili( application of common sense, common courtesy
and common decency. Organized practice may comprise the following: 

- Press agency 
- Product promotion
 
- Publicity
 
- Lobbying
 
- Public affairs
 
-
 Empathic listening, counselling management and persuasive communication. 

The last would require a breadth of knowledge, moral commitment and a high sense of ethics. 

Essentials for an efective piblic relations programme 

I. commitment on 'le part of management 
2. competence in the public relations staff 
3. centralization of policy making 
4. communications from and to publics, up, down, across 
5. co-ordinatior of all efforts toward defined goals. 

Ouestions to ask 

I. Are our services generally accepted 
2. Do we have any special group opposition. 

Prepared by: U. Kirunasekera 
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IPFDA
 

PROBLEM SOLVING AND DECISION MAKING
 

Decision making is an integral part of every manager's job. In fact management is defined as the process of decision making. 

Decisions involve everything from where to hold a meeting to the level of allocation of resources to a project. 

Process of decision making can vary significantly depending on the situation that the manager faces. There --te situations in which 

we make decisions that are well defined and straight-forward. There are also other situtations in wl ch decisions are quite ill­

defined and not readily adaptable to a straight forward decision approach. In managerial terms, there are two types of decisions. 

(a) 	 Programmed decisions: These are well structured problems that are generally routine and repetitivc in nature. Such decisions 

can be made using a systematic procedure of rules. 

(b) 	 Non - programmed decisions: These are decisions that are not well structured and are unique in nature. Standard routine 

procedures cannot be developed to meet such situations. Each situation is unique and it requires special study. Managers have 

to develop their problem solving ability to enable them to face with non-programmed decisions. 

Managers ma. e decisions so that these enable the goals of the organization to be achieved. Sometimes the achievement of these 

goals is assured, but there are other instances where the future is not so predictable. This positicn is the result of non - availability 

of adequate amount of information at their disposal and the degree of confidence they have on the validity of such information. 

The degree of availability of information for decision making determines the: 

(a) 	 Certainty: When managers have sufficient information to make decisions so that exact results are 

known in advance, they are making decisions under certainty. 

(b) 	 Uncertainty: When Managers have difficulty in assigning probablities to outcomes, due to lack of 

information or absence of knowledge of otitcomes, he is operating under condition of 
uncertainty. 

Nature of decisions made at different managerial levels can be identified as ­

(a) Top management level:Strategic decisions 

(b) Middle management level: Administrative and management control decisions. 

(c) Supervisory management level: operating decisions. 

Decision making Process 

Maing decisions will involve a systemtic sequence of procedure based on the following six stages: 

I. 	 Awareness of Problem 
2. 	 Identification of Problem 
3. 	 Generation of alternatives 
4. 	 Evaluation of alternatives 
5. 	 Choice of best alternative 
6. Implementation & Follow-up 

Awareness of Problem 

Before attempting to sove a problem, a manager must become aware that a problem exists and that it is important enough for 

managerial action. 

Some individuals or managers may refuse to recognize that a problem exists because they are afraid to face the problem or because 

they do to know how to fully identify the problem. 

A manager is constantly comparing what is actually happening in the area under his control with what should be happening. If there 

is a difference between the two, deviation exists. This deviation is the PROBLEM for which causes must be found and verified. 
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Identificattion of Problem 

Before taking any action to solve aproblem, a manager must know its caus
 

To identify the problem the manager must gather enough data to understand the nature of the problem.
 

Basically problem identification is known as diagnosis. Without good fact gathering and diagnosis process the manager cannot
 
make a meaningful decision.
 

Diagnosis is the sinflc most important aspect of the process of decision making.
 

Generation of Alternatives
 

Alternatives solutions are possible actions that can be taken to solve an Identified Problem. At this stage aManager tentatively
suggests a variety of actions that may not turn out to be realistic. 

"Brain storming" is auseful technique for generating alternatives. 

A group of individuals develops as many potential solutions as possible - the solutions are not evaluated in terms of realism or 
practicality. 

These techniques can lead to the creation of new and valuable ideas. 

Evaluation of Altevnltives 

Attempt to identify the benefits and costs and advantages of each alternative-

Ask the question "What is this alternative worth" and think about the consequences of each alternative. Identifying consequences

is necessary for evaluation ofalternatives.
 

To evaluate alternative analytical tools can be used or rely on knowledge gained through formal education or experience.
 

Analytical methods - from simple analysis to more sophisticated Quantitative Techniques and Statistical methods are available.
 

Choice of Best Alternative
 

This is the stage in which adecision is actually made.
 
A manager says "to deal with this problem I beleive that this solution is the best one"
 
Rational approach should make the best alternative obvious.
 

Implementatim and follow-up
 

Having made adecision the manager must implement. If the decision isnot implemented, the whole process of decision making

has to be repeated.
 

It is advantageous to develop aguide for implementation during evaluation and choice stages.

Follow-up procedures are often considered a necessary part of this implementation.

Follow-up checking to see whether an action is accomplishing its intended results.
 

Follow-up allows managers to become aware of newly developing problems associated with the solution.
Itallows managers to evaluate their own decision making skills. Ifproblems associated with adecision are detected soon enough,
the solution can be modified before amajor new problem develops or may decide to begin an entirely new decision making process.
 

Factors that should be taken into consideration which influence decision making processes are:
 

(a) Organizational factors 
(b) Cultural factors 
(c) Social factors 
(d) Political factors 
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In making meaningful decisions the following matters should be kept in mind. 

i. Develop diagnostic skills 
ii. Set decision making goals. 
iii. Develop human and conceptual skills. 
iv. Check accuracy of information 
v. ' Develop innovative alternatives 
vi. Think of implications and consequences 
vii. Maintain a &grec of flexibility 
viii. Gain commitment 
ix. Delegate implementation wisely 
x. Do not jump to conclusions. 

Prepared by: K. S.Percra 

-CRISIS MANAGEMENT 

1. WHAT IS A CRISIS? 

1.1 Definition 

Everythig goes wrong all at once!" - Murphy's law 

- A time of great difficulty or danger
 
A decisive moment in illness, life, history et,7.
 
Going through a difficult period.
 
Turning point
 
Emergency.
 

1.2 Types 

- Accidental
 
- Financial
 
- Personal
 
- Natural
 

1.3 Nature of Crisis 

- The result of some occurrence
 
- Unpredicatable in relation to time
 
- Necessarily highly unstable
 

A crisis may be defined as a situation in which an abrupt change for the worse can be expected.
 

2. WHY DO CRISES OCCUR? 

- Conflict
 
- Change
 
_ Risky ventures
 
_ Poor Planning
 
_ Poor Organizing
 
- Poor Control
 
- Lack of forethought
 
- Carelessness
 
- Errors
 

Management bears responsibility for errors 

"Accuracy is a duty, not a virtue" 

- A._. louseman 660 
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3. WHO CAUSES CRISES? 

- External environment
 
- Subordinates
 
- Other departments
 
- Goo
 
- You
 

In a hierarchal organization, the higher the level, the greater the confusion. 

- Murphy's Law 

4. IIOW TO MANAGE A CRISIS 

- Be calm
 
- Have a patience
 
- Have your wits about you
 
- Assess / verify situation
 
- Obtain relevant information
 
- Consider whether situation could deteriorate
 
- Effective Decision Making
 
- Knowledge of resources
 
- Knowledge of objectives
 
- Knowledge of Rules/regulations
 
- Ensure proper control
 
- Judgement
 
- Courage
 

"These are the times that try men's souls. The summer soldier and the sunshine patriot will, in this crisis, shrink from 
tie service of his country, but lie that stands it now, deserves the love and thanks of men and women. 

- Tom Paine 

- Enthusiasm
 
- Flexibility
 
- Adaptability
 

Quick thinking
 
Quick implementation
 
Proactive thinking
 
Creativity
 

New ideas and solutions to problems are created by changing old ideas orexperiences by processing or manipulating 
them-Combine them in new ways, put them in a new context of time orplace, add other ideas, subtract some, change 
their colours, meaning and pnipose. A methodical ,"rganized approach is required. 

- Communication
 
- Consult those affected, wherever possible
 
- Planning & Preparation
 
- Organising
 
- If unpopular decisions have to be taken, take them all at once
 
- Commitment
 
- Consider whether solution could aggravate the situation
 
- Remember the lunan Factor.
 

There are no universal solutions Select techniques and make decisions consistent with the particular demands of 
the situation you face. 

5. PROBLEM AREAS IN CRISIS MANAGEMENT 

- Often consultation is not possible 
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Deciding solutions cannot be delegated
 
Normal working systems get disorganized
 
Decision making has to be extremely fast.
 

"Once a Job is fouled tip, anything done to improve it only makes it worse! 

- Murphy's Law 

6. 11OW TO PREVENT CRISES 

- Forecasting
 
- Predicting
 
- Learning from other's mistakes
 
- Organizing
 
- Contingency planning
 

Develop Multiple Scenarioes 

1. List assumptions crucial for organization 
2. Evaluate & Identify most critical assupmtions based on their impact on plans. 

Establish Trigger points 

I. Identify Trigger points 

2. Assign responsibility for monitoring trigger points 

Develop contingency plan 

I. Determine General strategy 

2. Develop specific steps and timing in implementation 

"Many crises need never have occurred if there had been an appropriate level of planning and forethought. Proactive 
Management can save a lot of difficulty and embarassment." 

Michael Armstrong. 
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CONTROL YOUR CRISIS 

Here's how to master a disaster 

By Reynolds Dodson 

It came suddenly and unexpectedly. Aloha Airlines Flight 243 had just left Hilo, Hawaii, for Honolulu and was leveling out at 
24,000 feet when, with a loud bang, the cockpit door blew off.Capt. Bob Schornstheimer, an I l-year Aloha veteran, turned around 
to see rows of wind-tossed, bloodied passengers and blue sky where the first-class cabin's ceiling had been. The aging B737, a 
victim of metal fatigue, had just lAst almost a third of its roof. 

There was no known way for the pilots to handle such a bizarre event. Their left engine was dead, and s,veral warning lights glowed 
ominously. But Schomnstheimerand co-pilot Mimi Tompkins stayed cool. They donned theiroxygen masks, and the captain turned 
the place toward the island of Maui. the nearest landing site. 
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With 90 passengers clinging to their seats, tileplane descended, its weakened tail section wagging up and down like the flukes of 
a whale. Afterthe wheels touched down, Schornsthienlerapplied the brakes. Then hejoined Tompkins in shutting down theengines 
and dousing thein with a fliame-retardant. Within minutes, all passengers were eVacuated. 

As a writer who has covered the airline industry for years, I've often been struck tiy tie coolness aid aplomb displayed by pilots
in emergencies. But after talking with experts inother high-pressure fields -from firefighting to corporate crisis management -
I've learned that there are certain techn iques anyone can Lse intimes oftrouble I lere are seven ways, if loIto triumph over adversity, 
at least to push the odds greatly in your fav'or. 

1.lopefr the best, but lpreptirebrthe it-or.t. According to firefighter Capt. Fred Crocker, "People who have prepared for a fire 
are much more likely to survive than those who havenT'. lie remenmbers an incident illwhich a house was suddenly engulfed inflames. "Nori ally, when we arrive we find chaos," lfesays' "No one knows where anyone is,and parents fear their children are 

trapped inside. Inrthis case, however, every member of the household was slanding calmly oiltie sidewalk." 

The father explained to Crocker that one of his children had heard a safety lecture alschool a,d suggested the family draw iii)a 
fire evactiationt plhi. "We did tihat one night instead oftwatclhing lelevison," said the father. A few monts later it saved their lives. 

Planning for a crisis cart be as simple as updating an insurance policy or imagining what you would do if the car"ahead of you 
suddenly stopped. Just considering worst-ease scenarios puts you i mentally oii your toes- and - that's three -quaters of the hattle 
il mastering acrisis. 

2. Lookfirst, theni t. Wie have all heard the say ig '')on't jrist - do soiiething " But experts contend that in a crisisat sland there 

the better advice may be 'Iont ust do something - staiid there!"
 

This lesson was brought hone to Pail Epperlein and other volunlers at an emergency - medical training center. On a training
 
exercise, lpperleii's learn was confronted with a staged "accident" inwhichit car lay cr,,iied unider a tanker truck.
 

"We did everythig perfectly," recalls lipperlein. "We pried open tle car, stabilized the victims' bodies with vests and neck braces, 
and placed thein on s'retchers. Then our supervisor said, 'Nice job, inert - and you're all dead." 

I Ietook the traines around to the far side of the tanker, where a broken power line lay across the vehicle's fender. "That wire could 
have carried I0,000 volts of'electricity," the supervisor told thein. "No disaster is so dire that you don't Itase tiiie to look and think 
before takin,, action." 

People inlaw enforcement call acling without thinking a "reflexive response." Says Police Lieutenant Peter Ruane. "In our training 
roons recru its are confronted with doors that swing open and windows that fly iii. lehind soie are cLtouts of criminals with guns;
behind others are pictures of innocent civilians. Oii the beat, shooting too quickly caii spell the end of'a policeman's career." 

3. Mienr vont (1o (ct, act aggressi'el'. "Too often, people respond to crises by exerting the least amlount ofeffort deemed necessary 
to do tie job," says Rob Flaherty, senior vice president of a public relations firm, that counsels companies ol crisis management. 
"They do that in the hope the problem will go away - which, of course, it rarely does." 

Acting forcefully does not contradict tire principle of hesitating before acting. Confronting a crisis,says tile experts, isa little like 
entering traffic on a fast moving highway, You have to stop and look, bIt once you,'ve decided to move, push that accelerator. 

4.Seek help. Just as police are trained to call for backup during emergencies, so the rest of us should guard against acting entirely 
mnour own if help is available. 

When fire was reported in an office building in Fred Crocker's area, firefighters were startled to see how far the blaze had progressed
by the tinte they arrived. Construction workers on the scene had tried to pill the fire out themselves. "By tie time they called tile 
fire department." says Crocker, "smoke was tipto the third floor. It was amazing nobody died." Crocker points out that the proper 
sequence is to call for help first, and then try to handle tite problem. 

"Even when the crisis is psychological orenlotional," says Nancy J.Napier, a marriage and family therapist, "recovery can't begin 
Lntil the person asks for help. Look at Alcoholics Anonymous. It's completely dependent upon people helping other people who 
have been through similar circunnstances. Those who go it alone are in for a very rough time." 

5.Don't get locked on adetail. Emergency medicine specialist Dr.Neal Florenbaur says that inemergency departments, tear 
leaders learn not to get overly involved with individual medical procedures that might prevent them from supervising others. "It's 
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important that someone stand back and keep tie whole situation in view," he says. "Otherwise the patient's life can slip away 
unnoticed. 

Aloha pilot Schornstheimer told me that of all tie things he and Tompkins did to bring that plane down tilemost crucial was not 
losing sight ofthe "big picture." "Wehad so many things going wrong," he said, "ralid depressurization, engine failure, conflicting 
hydraulic and flight-control indications, landing-gear worries. But we knew that our top priority was landing. In accomplishing 
our many emergency procedures, we did not allow ourselves to get preoccupied swith any one of them." 

6. No mnatter how bad things get, be truthful. When a crisis is of our own making, the templation may be to lie or cover tip. But
.that's liot only unethical, it's bad arithmetic, "says Corinne Shane ofa firm that advises corporations in crisis. "When something 
goes wrong, you've got one problem. When you try to cover it tip,you've got two." Moreover, if people unearth the truth, the lie 
villlikely haunt you far more than your original error. 

Last year, executives at the Salomon Brothers investment banking firm in the United States discovered that several of their 
employees were guilty of making an improper bid in a U.S. Treasury auction. Instead of informing government authorities, top 
management, withheld the information. When :he scandal finally broke, the company's integrity was so compromised that four 
seniorofficers had to resign, angry clients withdrew theirbusiness, and government officials imposed major sanctions on the firm. 

"Government scandals have shown us that honesty in times of crisis is the only policy that makes sense," says Rob Flaherty. 
"Answering painful questions truthfully may cost you your job, a court case, or even a friendship. But you have to set priorities. 
Losing a job or a court case is equivalent to losing a painful battle. The war is your career, your reputation your long-term 
happiness." 

7. Lookfi)r the silver lining. Gerald C. Meyers, former chairman of American Motors and now a professor, points out that many 
crises are nothing but the acute need to face a long-simmering problen. 

"In business, almost every bankruptcy and product failure has been preceded by a "precrisis" in which executives ignored early 
warnings," says Meyers. Crises force the change that the executives should have made in the first place." 

What is true in business is often true in our personal lives.- whether the event is divorce, confrontaion with a loved one, the loss 
of a job, or a disabling injury. 

Only after a serious automobile accident ended his hopes of becoming a soccer playerdid singer Julio Iglesias find his true calling. 
While lying injured in a Madrid, Spain, hospital lie learned to play the guitar and sing. FiVe years later lie won an international 
singing contest and went on to sell more record albums than any other vocalist on earth. He attributes his success to lessons he 
learned while facing his crisis. 

"As hard as it may be at the time you'ere going throuhgh it, try to keep in mind that crisis presents opportunity," says Dr. Seymour
Rosenblatt, a professor of phychiatry. "If you lose, you will at least be a wiser person for having sufl'cred the ordeal. If you win, 
it could be the greatest triumph of yodr life." 

INSTITUTE OF PUBLIC FINANCE AND DEVELOPMENT ACCOI NT NCY 

Intensive Basic Training Programme for Government Accountants. 

Travel on Duty within the Island 

Introduction. 

All public officers required to travel on duty for the execution of their duty are paid their travelling expenses. These travelling 
expenses will include 

a. Milage 
b. Combined Allowances 
c. Incidental Expenses 

Payment of travelling expenses are in the nature of reimbursemenit of expenditure incurred. This is not a personal emolument. 

a (_0 
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General conditions governing travel within the IsLnd are given inthe Chapter XIV of the Establishments Code of the Government 
of Sri Lanka. 

Econony of Travel 

Officers are required to travel 

a. Rapidly as circumstances permit. 
b. by the quickest possible route. 
c. in a manner involving least possible expenses to the government. 

-Necessity for any detour or detention must be shown in the travelling claim. 

-If an officer has travelled by a route involving greater expense he will be paid the amount that would be payable if lie had 
travelled in the iost economical route. 

Combined Allowance
 

Combined allowance is paid to reimburse the expenditure incurred as lodging and subsistance.
 

a) (;eneral Conditions
 

GCeni,i ,conditi..ns prescribed in the Establishments Code in regard to payment of combined allowances are as follows. 

Distance travelled should exceed seven miles from their normal station of official duty. 

Not payable for travel within the Urban Authority unh:;., such journeys involve necessasity to be absent from home 
for a night. 

b) Rates and the Period 

Period not less than 12 hours - Full combined allowance
 

Period not less that 6 hours - Half combined allowance
 

No combined allowance is payable for periods less than six hours
 

Payable only for uninternpted periods.
 

If an officer is away on duty for more than a period of 24 hours an additional payment of 2r% on his Combined
 

allowance may be paid for each 24 hours period up to a maximum of 03 weeks.
 

This is not payable for a period less than 24 hours. Drivers and cleaners are not entitled to this increase.
 

If an officer is detained at any place beyond three days, necessity for such detention must be stated in the Travelling
 
Claim.
 

If the Head of the Department is satisfied in regard to the reason for detention lie could allow payment of combined
 

allowance for a period of 3 months.
 

Rates applicable at present given in the Public Administration Circular No. 37/92 dated 1992. 12.24 are as follows.
 

Combined allowance for a 
Salary Scale period of 24 hours 

Rs. 21,960 and below p.a. Rs. 125.00 
Rs. 21,961 to 33,720 p.a. Rs. 150.00 
Rs. 33,721 to 64,799 p.a. Rs. 200.00 

Rs. 64,800 and above p.a. Rs. 250.00 

Commencement of journey and mode of travel 

- Point of cmmencement-of an official journey is regarded as the officer's place of work. 

- His residence could be considered as the point of commencement provided that 
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a) Residence is in the same urban authority where his place of work situated. 

or 

b) His residence should be within 4 miles from place of work 

or 

c) Residence must be at a closer lestinration than his work place. 

As far as possible officers should travel by rail. They will be issued wilh a duty railway warrant for their travel. 
For any journey which can be performed by public conveyance, milage will no be paid (There are exceptions)
 

Ai officer whose inspection duties made it necessary to travel by road may claim milage.
 

Private or hired vehicles are not allowed for journeys when the government vehicles are available.
 
Head of the department has the discretion to aurhorise an officer to travel by road on a route served by railway, if lie considers
 
necessary to do so in the public interest.
 

Reasons for authorisirg such travelling must be brought to the notice of tire Sec/Ministry and the Auditor General.
 

This authority must be exercised personally by the head of the department
 

When arn officer travels by public conveyance he will be reimbursed tire actual fare.
 

Travel by private vehicles or private hired vehicles instead of by public conveyance may be permitted ill the following
 
instances.
 

a) Officers who draw annual salary not less than (Public Administration Circular 22/88 of 88. 07. 21 (Rs. 37,980/-)
 
b) Officers who are perriitted to travel Ist class on the railway (Rs. 42,720/-)
 
c) When the duty is impracticable to perform by public conveyance.
 
d) Ifa considerable luggage is to be carried by an officer.
 

Special circumstances 

- Riot, civil commotion, fire or calamity, a subordinate of Police or Prisons Department is allowed to use private or hired 
vehicle but a certificate of'SP or ASP should be attached. 

When conducting a su,-prise raid or carrying a court production where risk is involved an officer of Police or Prison 
Department is entitled to milage at the discretion of the Head of the Drpartrient. 

Rates 

Rates of milage payable as specified in tine Public Administration Circular No. 45/91 are as follows. 

Private Vehicle -Rs. 6.25 per kin. 
Hired Vehicle 7.50 per km. 
Motor Bicycle 
Bicycle 

1.25 per km. 
0.35 per km. 

Claims for compensation for dariage caused to a private motor vehicle when used on duty will not be entertained except in
 
the case of a civil commotion or riot.
 

No milage is paid for officer's own car or borrowed car for empty running.
 

Reiribursement of hiring car charges should be supported by receipts atlached to the claim.
 

An Officer may be allowed to ise a borrowed car fora maximum period ofone year by the Head of the department and further 
period of one year by Sec/Ministry 

a) if his own car is tinder repairs 

or 
b) from the date of his first appointment until such time lie purchases a car. 

or 
c) Period between sale of one car and purchase of another 
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If the owner of the car is a public officer following should he furnished in the travelling claim. 

a) his department and designation 

b) acertificate to state that he will not clait miflage for the same journey
 

c) a certificate to state that the car was used specifically and only for tile purpose stated in tile claim.
 

If one vehicle is used by more that one officer only one of thern can claim milage.
 

Commuted Travelling Allowances 

An officer who has extensive travelling to perform in tile ordinary course of his duties Head of the Department may with
 
the approval of the Director of Establishnents assign a fixed allowance.
 

A Commuted allowance covers tite cost of transport, combined allowance and all other personal expenses.
 

This allowance cannot be drawn for ;ny periods of absence or leave.
 

Tr elling expenses On change ofstation 

Ott chanige of station an officer may claim tie full combl:,Ied allowance for himself, his wife and his children.
 

For this prupose faitily does not include ason over 21 years of age or child under 3 years.
 

Paragraph 20 oftihe Chapter XIV ofFistablishnients Code deals with detail aspects oftravelling expenses on changeofstation.
 

Payntment Procedure 

Forms used for travelling claims are as follows:
 

Change of station General 178
 

Conintiutted allowance General 161
 

Fixed transport allowance Geaeral 35
 

)ther Travelling claims General 177
 

Responsihility for the correctness of a claim vests with, in the first instance on tile officers making tile claim but an equal
 
responsibility onl the officer certifying tite claim.
 

When any part is disalloved vouchers should be aminended itt red ink.
 

Claims should be sumitted within 31 days of completion of tire Jiourney.
 

Departmental date-stamp should be affixed iil every claim oti the day it is presented.
 

If the claim is not presented within tie period allowed following dcdlctions should be made.
 

Period of lapse Rate of dedruct ion 

Not more thain I month 3Y (ili iotaI claim 

Not more that 2 months I (" " 

Not more than 3 months 12% . 

More than 3 months 15"i 

- Claims lapsed niore than 3 montis require the approval given personally by tire Head of the Department. 

- )elays of presenting doe to circunristances beyond officers control may be considered by tile i-lead of the Deparo.clt to 
entertain the claim \withoutt any deduction. 

Tlratvellintg Advanices 

,Ai oficer entitled for travelling only will be er itled for air advance. 

Advance shotd not exceed Iiree (luaters of the probable expenses. 

Adv *nCe sloUlId be paid only ott tire working day prior to tire conmtencement of tire journey. 
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Officer responsible for granting advances should maintain adequate records of advaces paid and recoveries made. 

If travelling isnot undetaken and clairm is not made within one inoni advance should he recoverd full froin the salary of 
the officer in one lump sum. 

INSTITUTE OF PUBLIC FINANCE ANDI) DEVELOPMENT ACCOUNTANCY 

Intensive Balc Training Programme for Government Acconutants
 

SETTLENIENT OF FOREIGN TRAVEL, EXPENSES
 

Introduction
 

Foreign travel can be broadly classiflied into fllowing categories.
 

(a) 	 Representing Sri Lanka at International Organizatiutos 

(b) 	 Duty 

(c) 	 Training on Sclholarsii p/F'ellowslipi 

(d) 	 Setninars and Worksltops. 

Regulations Governing Foreign Travel 

(;encral conditions governing foreign travel are ebnodied in Chapter XV of the Establishments Code of the Government of Si I 
Lanka. 

Rates of subsistences and other allowances, payment ofadvances and settlement of claiis are dealt with in circtlars issued hy tlie 
Secretary to tile rreastry front time to time. The current instructions in this regard appear in Treaiury Circular No. 864 f IMay
15, 1991 which is effective from June 01, 1991. 

Rates of Payment 

(a) 	 Schedules I and 11of the above mentioned circular indicate the rates of piynient utider two groups. 
(b) 	 Rates are further sub-divided into two categories namely, Split Rate and All Inclusive Combined Rate. 
(c) 	 In addition to the above, paytnent at the rate of US $25 perdietn up to a naxium of30 days isallowed foreach journey 

outside Sri Lanka to cover incidental expenses. 
Provision for Payment 

Specific provision for foreign travel in connection with departmental matters has to be made in the estimates of the relevant 
Department. 

Provision for foreign travel in connection with representing Sri Lanka at International Conferences, etc. should be met out of 
allocations obtained from the Ministry of Foreign Affairs. For this purpose, Departnents/Ministries have to furnish their annual 
requirements to the Ministry of Foreign Affairs in time for inclusion in the estimates. 

Pa) nient of Advances 

Advances calculated at the rates appilic:ible to the relevant country can be paid in full before departure from Sri Lanka. These 
advances are payable at the split Rates shown in schedule I to Treasury Circular No. 864 These paynienls have to be brought to 
account as travelling advances.( Oti many occasions itl the past these had been found to be debited to the relevant provision atnd 
travelling claims had not been submitted in such cases.) 

Accounting for advances obtained for Foreign Travel 

(i) 	 In terms of parngraph 2.4.1 of the circular, each officer who obtains an advance for foreign travel, should within one 
month from the date of return to the Island furnish a travelling claim in settlemeit of the advance. 
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(ii) 	 In terms of 'paragraph 2.4.3 ao olficer isexpected to 'submit his Iravelling claim and renders a proper accounting of 
the l'oreign exchlllge allowed to him..'.lhis iniplies that a detailed statement of f'oreigl exchallee oblailed, Spetl 
abroad and the balance brougilit back has to be submitted ill addition to the travelling claim. 

(iii) 	 Where an oflicer makes a claimt at tile Split Rate, hotel bills in Sulpport of accommwodation allowance have to be 
produced. Where bills are submitted, tile actual antouitt of bills or tle nmaxitum entitlemetnt, whichever is less can 
be allowed. Wlhere an oficer has been cOmpelled to spetd Ir accomtnodalion in excess of the maxi11m allowed, 
application can be Made to the DepLty Secretary to the Treasury for authority to pay the additional exIilditure 
supported by bills. Payment at the split rate is allowed only up to 0()days and the payment fiw the next 30 days will 
be at the all inclusive rate. Any payment it excess o1')l0 days will have to be made at rales authorized by the Controllher 
of Exchatige. It isnot necessary to subtttit hotel bills when atiolicer makes aclaim at the all inclusive rates. Incidental 
allowances at US $ 25 per diem ilp) to amaximum ol 30 days for each jotirmey outside Sri Lanka can be allowed. T"he 
above mode of paytmetil is applicable only in respect of travel abroad on ditty. 

(iv) 	 Officers travelling abroad oil scholarships, Fellowships, Seminars, Study tours, etc. where ilie ex penses are tlet from 
foreign sources, are entitled to the out of pocket expenses at US $ 25 per die. i up to a maximuin of 30 days. Where 
tile foreign sources provide for such expenses, only tile dIiffcrence between the aiount so paidand tle atnotnt payable 
at US $25 per diei only can be paid. Where such paytnent by a foreign source iscqual to US $25 per dieri or more, 
incidental allowance is not payable. 

Refund oi Unexpended Foreign Fxhange 

Arty diferetice between tile foreii nexclange ohtai ned and tlie foreign exchange expended and supported by bills and the travelling 
clait is renluired to be brouglt back to Sri Lanka and surrendered to aCommercial Bank immediately after return to Sri Lanka. 
Production of tie officer's Passport endorsed by a Bank after such surrender is adequate proof for this purpose. 

Otler Important Matters 

(i) 	 Travel titme sll',,d be excluded incomputing tile number of days for which allowances are paid. 

(ii) 	 Assistance of St i Lanka Missions has to be obtained for booking of totel accoinimodalion vilhin tile limits of rates 
prescribed. 

(iii) 	 Claims have to be submitted within 30 days from tie date of return to Ihe Island and arty delays in submitting clains 
are subject to the penalties prescribed inSection 28.6 if Chapter XIV of the Establishinents Code. 

(iv) 	 Special rates of accommodation are payable to Cabinet Ministers, Chief Jtistice, Speaker, Leader of Opposition, 
Provincial Governors and Chief Ministers. 

(v) 	 Officers accompanying Ministers who are required to stay in tile satne hotel vith the Minister for valid reasons can 
be allowed in (ie actual rates of acconmtodation only irrespeclive of the r,.tes applicable to such officers. 

(vi) 	 SettlLment oftravelling claims have tobe made at the r,tcsolfexchange that prevailed ottthe date ofpurchase offoreign 
exchange. 

(vii) 	 Any expenses other tian accommodation and subsistence spent outside Sri Lanka should be met out of the incidental 
allowance. 

(viii) 	To qualify for subsistence and incidental allowances for a fill day, an officer will be required to stay out not less than 
12 hours. allovances at half rates are payable or periods less that 12 hotirs but not less than 06 hours and no allowances 
are payable for periods less than 06 hours. 

(ix) 	 Payment for stopovers dire to delays in flights or nun-availability oflights can be made ll to a maximum o102 (Jays. 
Non-availability o f'lights as to be carefully looked into and flighl arrange tile ilts have tolbe made as far as poss:1 
to avoid long stopovers. No payment cali be Imiade when all officer breaks journey for arty private purpose. 

(x) Flight arrangemrints have to be made through Air Lanka Lt.d. or the Bank of Ceylon, Ceybank Trae l Centre and 
payneo t for passage has to be nade only to Ihiese two instilutions. Services of private 'ravel Agencies shoul not be 
engaged for government sponsored travel. 

Prepared by: W.R.A. Senaratne 
,-)I -, 
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Treasury Circular No. 864 Annexure I 

My No. MF/4/05/7/08/34 
Ministry of Finance 
Colombo 0 !. 
15.05.1991
 

To: All Secretaries to Ministries,
 
Heads of Departnents and
 
Chairmen of Corporations/Boards.
 

Release of Foreign Exchange to Travel Abroad 

Authorities to determine tilerates of per diem alowances paid to officers proceeding abroad for duty are specified inSection 
6, 7and 8of Chapter XV of the I.histablishments Code read inconjuction with sub-section 13:1 ol Chapter XII. AccordiIgly the 
rates specified in this Circular will apply for allowances inrespect of sibsistence, lodging and incidental expenses payable to such 
officers who travel abroad oniduty. 

Provisions ot this Circular will not be applicable to officers proceediig al-rad oril schularships, fCllui\,lips, sell Iiliars, studytouIrrs, tours, obbervation tours, travel e1alits. tc. who e cnltire exl 'i ses are met by a Foreign Govlernelniit or a Forcign Ag'e icy. 

llow\er, tIre diffrence betwee n ex peise s/oit of pocket expen."es (Tianpirt charg s,Telcphone calls, Visa fees, Airport tax, 
Weleiall CI rhaies,IPlosta e Cables, etc.) pai'i by srrch IForeigi Governlneat or IForeigir Agelicy Iay be paid 1ii to a ilixilUlll of 
30 days fbr cClh oLIriney o)utside Sri Lanka. If the period spent outside tile 30)days Mnd it tIle Foreigln AgencycoLIuitry is iniore Ihall 
pays incidental enerses for aperiod over 31 days.tire incidental/out of paile t expenses paid by Sri Lanka shall be tie difference 
between the Ciitleniilnl, and tire proportionate arinout paid by the donor agency for tire period of 30 days. 

2. GENERAL CONI)TIIONS. 

2:1:1 	 Officers can elect to claim either tie split rate or the combined ;ihe Up to 60 days under para 2:2:(V) 

2:1:2 	 Where the duration of tire official business exceeds 60 days the al-lowances at the combined rate will be payable for 
the next 30 days. Any period in excess of 90 days should be paid at the annual rate deternined by tile Controller of
Exchange. 

2:1:3 	 When officers Iravel abroad on duty or ol Strdy leave they should obtain their entitlenr n itsas a travelling advarice 
prior to theirdeparture and obtain the necessary foreign exchantge. In the event there bein insufficient time to obtain 
tire travelling advance tire officer should inforrn theIlead of tile Department inwriting before departure or within 
2 weeksdeparture. Ilthe event of suich cases being approved by tire Ilead of Department tire exchange rate applicable 
for the payment will be that prevailing on the date of departure. 

2:1:4 	 To qualify for tire allowances both strbsistence incidental for one furll day, an officer will be required to stay out not 
less that 12 hours. For a period of tire less than 12 hours but tot less than 06 hours 1/2 of aday's allowances may 
be paid. No allowances (accoririodation, subsistances, incidental)aire payable for irny period of break inajourrey 
if an officer breaks journey for his convenience or / other private purpose. 

2:1:5 	 These rates will apply to corporation employees when on duty or on Sri Lanka Government orCorporation sponsored 
study leave abroad. 

2:1:6 	 For tire prupose of paying the above allowances public officers are divided into two groups, viz, 

Group I - Heads of Overseas Missions in the Overseas Services, Secretaries. Secretaries to subject specific 
Ministries Secretaries to State Ministers, Chairman of Corporations and Statutory Boards, I-lead of 
Departments, Directors of Boards arid Corporations and officers holding posts with aininitial salary step 
of not less thitn Rs. 74,400 per annurn on tie consolidated salary scale. 

Group II- All other officers. 

2:2 RATES OFIPAYMENT 

2:2:1 Accommodation and subsistence allowances: 	 (110 
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i) Cabinet Ministers and the Chief Juslice, Speaker, Leader of Opposition, Governors of Provinces and ChiefMinisters of Provincial Councils are allowed 150% of the Group I rates indicated in schedule 1.A Subject

Specific Minister or aState Minister , ill he entitled to draw rates applicable to aCabinet Minister if he attends 
acon ference o, proceeds abroad on offical duty for or on behalf of aCabinet Minister. 

(ii) Subject Specific Ministers, State NI inisters. Members ol'Parl iament and Members ofProvinical Cotuncils will 
be allowed [he rates applicable to Group I. 

(iii) When a Cabinnet Miistr leads ade lgat ii aud lie delegation coisists of aSecretary, aSecretary loa Subject
Ministry, aSecretary to aState Min ister, a Ilead ofa Department, a Chiairnan ofla Board or Corporation orother staff who need to be accomiodated ill the same Ilotel for valid reasoiis, [he payieni ofaclual rates for 
lodging could be made ii respective of tie rates in schedule I Group I or Group II. 

(iv) 	 The attached Schedule I gives separately rates ,r allowances for lodging anld s bsistences (Split rates) Ai 
officer may opt to claim either tie split rate or tie conbined rate. 

(v) 	 In the eent the combined rate is claimed it is not necessary to furiiish hotel bills iin support of hotel 
.c....... idation. But in cso the split rate is claimed the provisio, for hotel accommodation is the aclual 
amout iiiciirred (Fthe maxim claims espl it rates the officer should refund ill foreign cunrrency any fbrei.nl
exchange draiwn over alli above %\'flathas bceii incurred in respect ot hotel acconimodatiou. 

(vi) 	 Officers shoold utilize tie services of'our emobassies and dmor agencies to reserve hotel acconmodati onwithin the limits of tile ratcs allo\\cd to them. Travelling claims will he passed in respect of hotel
accommodation only to the extent soppoited by bills smuject tt lile maxilmuin all owed under this Circular. 

2:2:2 Incidental/Out of Pocket Expenses (Outside Sri Lanka) 

(i) 	 In addition to th aabove allowances exchai ge will be released tip to 30 d..ys for each jouirney outside Sri Lanka 
at the rate of US $ 25 per diem for incidental/ot of pocket expenses incurred abroad including travelling
expenses, transport charges, porterage, air,., .,ix, visa fees, cables, telegrams and telephone charges, 
postage etc. 

(ii) 	 To qualify for the incidental/out of pocket allowance for one full day an officer will lie required to stay fornot less than twelve (12) hours. For periods less than 12 hours and not less than 06 hours half (1/2) of the 
allowance is payable. 

(iii) 	 In the case of officers travelling abroad on Scholarships, Fellowships, Seminars, Study tours, Observation 
tours, Travel grants etc. where the eilliie expenses are met by the sponsoring Government or agency, onlythe difference between tie incidental/out of pocket expencses paid by the sponsoring government or agency
and the incidental expenses referred to insub-para (i) and (ii) above, is payable. 

2:2:3 Incidental Expenses (In Sri Lanka before departure) 

The following expenses incurred in Sri Lanka before departure are reimbursable: 

(i) 	 Visa Taxes 
(ii) 	 Expenses incurred for obtaining aPassport specially for the official trip including renewal fees, 
(iii) 	 Embarkation Taxes, and 
(iv) 	 Travelling !,)and from Airport where official transport is not provided. 

2.3 	 DELAY IN FLIGHTS & TIME SPENT IN FLIGHT. 

2:3:1 Where an officer has to stay back in a foreign country due to adelay in flights and the air line does not provide tile
officer with food and lodging or an allowance in lieu there of during his prolonged stay, le could be considered forpayment of allowances applicable to that country up to amaximum of two days. If lie stays in ahotel and furnishes 
a hotel bill, lie could be reimbursed in terms of the rates specified in Schedule I. If an officer breaks journey on adirect flight, on his own accord no allowance for stop over is payable. ,*'i I _j 

http:fbrei.nl


34 

When calculating the entitlements for allowances (subsistence, lodging & incidental the time spent in flight and 
2:3:2 

transit period of less than 06 hours spent at the Airport should be deducted. 

2.4 	 A _COUNTING 

2:4:1 	 A proper accounting of the foreign exchange drawn by an office, dud the foreign exchange the officer has spent as 

per travelling claim should be submitted within one month of the officer's return to the Island. Travelling claims not 

submitted within one month will be subject to tle penalities prescribed in Section 28.6 of Chapter XIV of the 

Establishments Code. 

The sums expended out of these amounts should be accounted for as far as possible (oracertificate furnished where 
2:4:2 

this isnot possible) and any unexpended balace in foreign currency should be refunded immediately on the officer's 

return to the Island, subject to the provisions in para 2:2:1 (v) 

2:4:3 	 It is the responsibility of tile Heads of Institutions to ensure that an officer submits Ibs tra 'cling claim and renders 
return to Sri Lanka. 

a proper accounting of the foreign exchange allowed to him within one month of tht officer. 

Whenever, an officer has to refund any part of the advance obtained, tile officer should produce proof that the 
2:4:4 

equivalent foreign exchange has been brought back and surrendered immediately on his return to an authorised 

dealer (Commercial Bank). On surrender of the foreign currency, his passport would have been endorsed and this 

would constitute sufficient proof of return of the excess foreign exchange. It is the responsibility of the officer 

to show adequate proof that this excess foreign currency obtained has been duly surrendered to an 
concerned 
authorised dealer. 

2.5 	 PROCEDURES - LODGING, SUBSISTEN'CE & OTHER ALLOWANCES 

When an officer has to travel abroad on official duty, he will have to apply for foreign exchange to an authorised dealer (i.e. 

Commercial Bank) on Form TI. The relevant cage in Form TI should be completcd by the head of the Institution indicating 

that: 

(a) 	 the journey is being undertaken on Government business and that the full/part cost of the journey is being charged 

against public funds, and taht the Prime Minister's approval has been obtained, and 

(b) 	 details ofthe foreign exchangeentitlementappropriate tchis request includingexchange up to US $ 100wbich should 

be purchased with his private funds.
 

The authorised dealers will release exchange on the basis of this certificate by the Head of the Institution.
 

2.6 	 PASSAGE 

An officer must make his application on Form Pfor purchase of air tickets from Air Lanka. 

Air Lanka will quote the fare for the appropriate class for transportation by.the most direct route. The head of the Institution 

will issue acheque in favour of Air Lanka Ltd. for the amount quoted and Air Lanka Ltd. will issue the ticket. There is no 

objection to the officef re-routing within the permitted cost. Reservation of passage should be made through Air Lanka Ltd. 

and Bank of Ceylon Ceybank Travel Centre only, as laid down in Treasury Circular No. 852 of I Ith February,198 5 and 

Treasury Circular No. 863 of 22nd November, 1990. All payments in respect of Government sponsored Air travel should 

be made payable to Air Lanka Ltd. or Bank of Ceylon Ceybank Travel Centre only. 

It will be observed that a few countries have not been covered by the Schedules. Where it is necessary for aMinister, aPublic 
3. 

Officer or an employee of aPublic Corporation or Statutory Board to travel to a country other than those indicated in the 

Schedules, the Controller of Exchange will determine the rates. 

4. 	 Any exceptional situation not covered by the above provisions should be referred to the Deputy Secretary to the Treasury 

fora ruling. 

5. 	 -Theinstructions contained in this Treasury Circulat will be arplic.ible with effect from 01. 06. 1991 and will replace all 

previQuS Treasury Circulars Nos 54, 55, 56, 57, 854, 862 and rulings in this regard. 

Sgd./R. Paskaralingam
Sgd: Secretary,
Chief Accountant, 

Ministry of Finance 
Ministry of Finance 
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TREASURY CIRCULAR NO. 863 MF6/4/FT/l/VOL.II 

General Treasury, 
The Secretariat, 
Colombo I 
22. 11.1990

TO. 	 All Secretaries to Ministries
 
I-leads of Departnents.
 

AIR PASSAGES 
Your attention isdrawn to Treasury Circular No. 852 of I Ith February, 1985 requiring that all Travel and Air Freight arrangementsof Government l)epartments and State Corporations whether on Air LankaL or other carriers should be made through Air Lanka 
Limited. 

Air Lanka has since appoinled the 1Bank olfCeylon - CFYI3ANK Travel Cent,'e as their Agent. The BanIk of Ceylon is now ableto assist the Pt blic Sector officials in obtaining "one-point service" to nieet their travel arrangements. The services offered hy the 
Bank of Ceylon are: 

(a) 	 Issie of Travel Tickets 
(b) 	 Issue of Traellers Cheques 
(c) 	 TravelI-l Ilth and Baggage Insurance 
(d) Obtaining Visa and Entry Permils (Wherever possible)
 
(ce) Hotel Accomniodation Abroad
 
(1) 	 Transit and Transfer facilities 

(g) 	 Reconfirmation Service 
(h) 	Issue of Ceybank Intenational Credit Cards (if entitled) 

As tie bank of Ceylon is a State Organisation, the Government has decided that all Government Departments and StateCorporations should make their Travel and Air Freight Arrangements through either Batk of Ceylon or Air Lanka Limited.
 
All Secretaries to Ministries are rcquc'.:td to convey the contents of this Circular to all Departments, Corporations and Statutory
Boards etc., coming under their purvicw, and ensure compliance with these instnctions.
 

Sgd: 
 Sgd. R.Paskaralingam 
CIEIIF ACCOUNTANT SECRETARY TO THE TREASURY 

http:MF6/4/FT/l/VOL.II
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SCHEDULE I
 

RATES OF SUBSISTENCE - SPLIT RATE 

GROUP I GROUP II 
Name of Country Accommo- Cash Total Accommo- Cash Total 

dation dation 
Us $ Us $ Us $ Us $ USs. USs 

Abudhabi 105 40 145 990 40 130 

Algeria 135 50 185 105 40 145 
Australia 120 40 160 105 40 145 
Austria 120 50 170 90 40 130 
Bahrain 105 40 145 90 40 130 
Bangladesh 90 36 126 75 30 105 
Barbados 105 40 145 90 40 130 
Belgium 120 40 160 105 40 145 
Bermuda 120 40 160 90 40 130 
Brazil 105 60 165 105 50 155 
Bulgaria 120 50 170 90 40 130 

Burma 90 40 130 75 34 109 
Canada 120 40 160 90 40 130 
China 90 40 130 75 34 109 

Cuba 105 40 145 90 40 130 
Cyprus 105 40 145 190 40 130 
Czechoslovakia 120 50 170 90 40 130 
Denmark 135 40 175 120 40 160 
Dubai . 105 40 145 90 40 130 
Egypt, Arab Rep. of 90 40 130 75 40 115 
Fiji 120 40 160 105 40 145 
Finland 135 40 175 120 40 160 
France 135 40 175 120 40 160 

Germany 135 40 175 120 40 160 

Ghana 90 36 126 75 30 105 

Greece 105 40 145 90 40 130 

Guyana 105 40 145 90 40 130 
Hong Kong 105 40 145 90 36 126 
Hungary 120 50 170 90 40 130 
India 90 36 126 75 30 105 
Indonesia 90 50 140 75 40 115 
Iran, Islamic Rep. of 105 40 145 90 40 130 

Iraq 105 40 145 90 40 130 
Italy (Rome) 105 40 145 90 40 130 
Jamaica 105 40 145 90 40 130 
Japan 135 50 185 105 40 145 
Jordan 105 40 145 90 40 130 
Kenya 90 36 126 75 30 105 
Korea (N & S) 120 40 160 90 40 130 
Kuwait 120 40 160 105 34 139 
Lebanon 105 40 145 90 34 124 

Libya 135 50 185 105 40 145 
Malaysia 90 40 130 75 34 109 
Maldives 90 36 126 75 30 105 
Mexico 105 40 145 90 40 130 
Mozambique 9(1 36 126 75 30 105 
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GROUP I GROUP II 
Name of Country Accommo- Cash Total Accontllo- Cash Tolal 

dation dation 
uS $ USS us S US $ US $ USs 

Nepal 90 36 126 75 30 105 
Netherlands Antilles 120 40 160 75 34 109 
New Zealand 105 40 145 90 34 I .. 
New Guinea 90 50 140 75 40 115 
Nicaragua 105 40 145 90 40 130 
Nigeria 90 36 126 75 30 105 
Norway 135 40 175 120 40 160 
Oman 105 40 145 90 40 130 
Pakistan 90 36 126 75 30 105 
Papua New Guinea 90 50 140 75 40 115 
Peru 1(5 60 165 105 50 155 
Philfippi es 90 40 130 75 34 109 
1 120 50 170 105 40 145 

105 40 145 90 40 130 
90 35 125 75 30 l15 

135 40 175 105 40 145 
Sauldi Aradia 105 40 145 90 40 130 
Seychelles 90 36 126 75 30 105 
Singapore 90 40 130 75 34 109 
Sudan 90 40 130 75 40 115 
Sweden 135 40 175 120 40 160 
Switzerland 135 40 175 120 40 160 
Syrian Arab Republic 105 40 145 90 40 130 
Taiwan 120 4(1 160 90 40 130 
TGanzania 90 36 126 75 30 105 
Tahiland 90 40 130 75 34 109 
Tunisia 135 50 185 105 40 145 
Turkey 105 4(0 145 90 34 124 
U SS R 120 40 160 105 40 145 
Uganda 90 36 126 75 30 105 
United Kingdom 105 40 145 90 36 126 
United States 120 40 160 90 40 130 
Venezuela 90 4(1 130 75 36 IlI 
West Indies 105 40 145 9(1 40 3(1 
Yemen Arab Republic I(15 40 145 90 40 130 
Yugoslavia 120 50 i 70 90 40 130 
Zambia 90 36 126 75 30 105 
Zimbabwe 90 36 126 75 30 105 
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SC'11 Il )tL.1- 2 
RATES OF SUBSISTENCE - ALL, INCIUSIVE CONIBINEI) RATE 

GROUP I GROUP 2 (Rl ' I GROUI 2 
Name of Country US $ US $ Name of Country tIS I.S $-

Abudhabi 74 66 Malaysia 06 50 
Algeria 94 74 Maldives 64 54 
Australia 80 74 Mauritius 64 54 
Austria 86 66 Mexico 74 66 
lahrain 74 66 Mozambique 64 54 
Bangladesh 64 54 Nepal 64 54 
Barbados 74 66 Netherlands 80 56 
Belgium 80 74 New Zealand 74 62 
Bermuda 80 66 Nicaragua 74 66 
Brazil 86 80 Nigeria 64 54 
Bulgaria 86 66 Norway 86 80 
Burma 66 56 Oman 74 66 
Canada 80 66 Pakistan 64 54 
China 66 56 Papua New Guinea 74 60 
Cuba 74 66 Peru 86 80 
Cyprus 74 66 Philippines 66 56 
Czechoslovakia 86 66 Poland 86 74 
Denmark 86 80 Portugal 74 66 
Dubai 74 66 Rhodesia 64 54 
Egypt 66 60 Rumania 86 74 
Fiji 80 74 Saudi Arabia 74 66 
Finland 86 80 Seychelles 64 54 
France 86 80 Singapore 66 56 
Germany 86 80 Spain 74 66 
Ghana 64 54 Sudan 66 60 
Greece 74 66 Sweden 86 80 
Guyana 74 66 Switzerland 86 80 
Hong Kong 74 64 Syria 74 66 
Hungary 86 66 Taiwan 80 66 
India 64 54 Tanzania 64 54 
Indonesia 74 60 Thailand 66 56 
Iran 74 66 Tunisia 94 74 
Iraq 74 66 Turkey 74 62 
Italy 74 66 U S S R 80 74 
Jamaica 74 66 Uganda 64 54 
Japan 94 74 United Kingdom 74 64 
Jordan 74 66 United States 80 66 
Kenya 64 54 Venezuela 66 58 
Korea (N & S) 80 66 West Indies 74 66 
Kuwait 80 70 Yemen, North 74 66 
Lebanon 74 62 Yugoslavia 86 66 
Libya 94 74 Zambia 64 54 

Zimbabwe 64 54 
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Institute of*Public Finance and )evelopment Accontaticy
 

Delmrtment oi' Pensions
 

Commencing from 1993 tle expenditure of the Dept. ofl'ensions in rarily divided intotwo Programmes. Programme indicates 

the expenditure oi General Administratio of the Dept. of 'ensions. while Programme 2 indicates the expenditure on 

implementation of the Pension Scheme. 

Programme 2 is sub-divided into 5 Projects diffcrentiating the different types of pension schemes implemented. 

Project I-Pensions, Gratuities & Compensation. 

2-1'ensions to Widows, Widowers & Orphans. 

3-Pensions to Teachers, Widows & Orphans. 

4-Public Service Provident Fund. 

5-Local Govt. Service Pensions. 

Ilead 60 - 2 -1 - 1502 

The Civil Pension Scheme cameic into existence inl Sri Lanka in the Year 1901. The Civil Pension Scheme is anon contributory 

pension scheme. I-ven prior to tie existencc of the Civil Pension Scheme a schemie for the payment of widows' & orphans' pensions 

had beef, ill eistence Ihamlthe year 1898. All public servants were required to contribute 4%of their salaries towards the Widows 

and Orphans Pension Scheme inorder to safeguard the interrests of ihe dependents. 

Most of the'ublic Sere ants at that time were Flitropians because Sri lanka was under the colonial regime. Aln)' person who 

joined the public service at that time \w hether as a pblic servant or as a tea,.her was eligible for a non contributory pension under 

tie Civil IPelnsitot N inute. As tiltte pised 1w several assisted schtolIs canI.- into existence and teachers were recruited to such 
elieinstitutiols.l The number of' ic']er, cxplded il numbers bill Welt i Or penstonhs IeCCrMs schools wibtere t 

goverlneft schools. The assistcd school teachers ,talted acitaing t'Or pensions since they were i:At eligible for pensions as those 

whto vlere it) (;t.vt. schtols. 

In the year 192St lie Schotol Teachers Pen,;ion ()rdinance was passed in the State Council iand teIassisted school teachers were 

afforded with an tppotrtunity ftor pension, The teachers svho became eligible for piensions under the ST''P Ordinance were required 
to contribute 41, of the salary tt sa ids their pension. The STPISchliemle is acontribhutory pension scheme. 

dtecided that ans teacher whether be jtoinded i lie Gs t. Schuol or any other Assisted school contributes 
to tie School Tel'achers Pension Schene antviwill not be eligible ltr acivil pension. 

In the year 1t)34t it w%,as 

TIre Section 5and 0o ft'lie SIT ()rdillce indicated that awithIt.s pension scheme should be established with the consent of 

tie Finance Ministe r tr tlie depCideits OaFii assILI. school tea rer it)be eligible for a widows and orphans pension. Ithwever, this 

requirement iwas li0i cOlnlpiCd With Until 1.10.1951. The Tea'ht r,. Witows and Orphans Pension Fuld was established on 

1951. 10.101 The dep1n1ent0s o Asstt. slitl teachers sh retired prior to I.1). 1951 wvere deprived of the benefits under Widows 
arid Orphans Pcnsitmi Fuld s t1 were not contributors ill a firnt eahliniig them to contribute for aW. & 0. Pension Scheme. 

Witi effect frm ii 1. 1I). 1951 asiSted schol teachers were retiiired to contribute 4% - for their pension and 2% towards their 

kitows and orphans pe t.ittn. 

Piublic servants who ar eligible to receive anon coitributory pension under tile civil pension rinute also had tie benefits of 
the W idtv, s aid Orphans Piensi on Scheme. Pulblic Servants were el igible Iir the ben fits of apension ais well as widows and orphans 

benefits by con ribut inig only 4V; telieir salaries while assisted schooli teachers becarme eligible for these benefits alter having 

contributed 6'( fFilicir Salaries. The benefits tinder the CivilI 'ension Minute and tlie Widows and Orphans Scheme were much 

higher than the benefits inder tile Schotild Teachers lension ( )rdiraice and the benefits under the Teachers W. & 0. P. Fund. Again 

the asstd.schul teachers agitated for tile reductittlt httecortribuitios. This was brouglt to the notice of the Government and the 
assid. sch l teachers ctrtribuimn tIOwatlls their n ,it sreduced by 21,; . Now the asstd. school teachers are contributing 2% 
towards their pension ait 21t towards file benefts tinIe r the T/W & 0. P. 1lind. 
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Though the public serva tis and the asstd. school teachers thereafter cottriblited an equal amounlt ItWiads, then1i1tJICisolls and tliewidows pensions the benefits or tie pensiols pay Ible under liuthi lhese schemes were dilferent. "ll'ret ri-ai tlie asistcd sChoolteachers agitated for equal berefils. 'o make lhem all equal the assisted school teachers were alsorhied illto tile Civil Pensionschenie w.e.f. 1.4.1970. Now only the teachers inpirivenm and priv te school CorllibUte to the 'l'eCliCes CIeIisiOuIS SclmiCe and Ilie 
Teachers \V. & O.P. Fund. 

Death ;ratuities 

lme dplendents orpiiy public ser'att who dies while isserviec alter havin comipleted 5 ,ea:is reckVnal e ser\vice illila)oIloselibl+hle to receive adealth grauity. 'le death ratit is equal to one wam's salar of the officer r lI; comiiited -rliitv p \ableto the of'Iicer iflie hId retired Otlthe dale Ofldeath s,hiclievcr is reater. 11'the offir is nri oluchalfI is lialle t0 tilewidowand tleother malf iequally divided allitilthe deei o uinitturried and 

childreit who are under IS sears 


deii Cllrii %h ii00e inenup1los1hel. The ',iae tlie depelucill
1 ace sl"hoild le deposited illa lised Dcpo,.il AcotUll illtie National Sain-,s Bltk ,iid shiould
 

be released ill
completion of I S \ car" of ;C.
 

\\'lithle officer k isbaichelor or tspillter [lie th gratuity ,l iltl be Cqud
ll\ dtli _tl id h teilti i soll(1 ;LI lihitletciaetl.W\hl either of' the prllleliikdeadl t fulltilltht is pa11able to ite 1t11helther or iiee %\lteii in. lieths Itoothi tioiltr ,adfither le IC itisl av ble toth lc i Mil te a t istes oflil('leceSced \%ho ilict t oh l ltltllel d iI illlut .
 

"'o&cideoInlite ol,te decclsed ireliol from I)i\
d0peid1ii tilet ,isiotial Secctlary is retluirted iti ;udditin totlic otlcr pillticil;lr

rctluired 10 CtuuptttC the ilcali crtlil..
 

Gratuiity
 

(rilllil\,ilItUll r pt\ ite it tullici rclircs f it_
i ip silli tit h'ho tOlllpublic serlS icC letioliefie .'iiCillCm of I1ln years gross Servicc. 

If an oficer" is retired,ric iIoiii the pitlic eiire co l-it)|tipof I t cear,,gross s \'ice ott grotillds i"ill-lic,lhhu. allolitiotlol"llice. ollCotllihetioti o f (icfo lrldisciplitary lotilltds tle \ill e eliel 01iblilaitn lly(pension) limit \%ill be eligible forl l 

a ratttltv. I lue -latI t.ts 
 olllithll offis cal latecd takini- itto ideCtll t itlillherollotllhs lithld srved. [:or eCer' Ctllllhelc ituiilth le ibeaidoriIe will p) /l12thlof his liast salary. Ili olher wvords for eV collllctc war ()le It tlm'st, IlesarIlwill ie paid. Ile (if

\%ill t[ot lie t for a nltoiiml pctliom.
 

The patiert oftlhc isi.ttitic'it 1"pein',ioi nimuitbers is slcald o er a seric,,otl.akh.. "lhi, wa, ititrodutced illolder to ilnetifv the
 
period diuring \\hich aipen',iter has retired as Ihere are dilltereliod1ofc1olulat 


iil 
otis olpensitis. The pensiont iitillietiidicalessonic sort ofla falci istotiegranit o!'allowalce,, orbentefits.''le series ofinlhers that have been issted till todate areas follows:­

til tol1977.12.31 I lakh Series 

1978.l10.10)to 1982.101.011 -2 
1982(01.)2 to 1984.12.31 - 3 
1985.01.01 to 1987.11.16 -4 

1987.11.17 to 1991).10.17 -5 
1991.11).18 to 1992.12.31 -6 

1993.01.01 ntwards - 7
 

eg.The pensioners whose pension nutiers are in the 7lakh series are not eligible toreceive the Rs. 300allowance granted Under
 
P. A. Circular 37/92 of l)ecember 24, 1992. 

The calculatimo of pensiuns ipl and incltdinig 3 lakh series was oiia I'orlnula basis. The maxinmun benefit that a pensioner
could have obtained as pension was 2/3 of the salary drawn at retirement.
 

The net service together withlile climate bottus and tihe last salary drawn by tile
officer was taken into accoiit whenl calculatingthe penison. The formula adopted illtle calculatioun of pensiln uito 3 1.12.1984v4 tsas follosvs:-

Net Service + ClimateBonusx lastSalary )raVnm
 
7201
 

A climate bolms of I0years was added to the 
 iet service il'aperson retired at 55 years. A person who retired at 56 was given9 years. Similary the Climate bonus was reduced by one year fur each year if service Ulpto 60 years. - q 

http:1993.01.01
http:1992.12.31
http:1991.11).18
http:1991).10.17
http:1987.11.17
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Ir the case of* I Lakh Series tile Ilast Salary Iaken into arccount for Ihe calculation o Ipension sias tie hyp()Iheticirl salary, while
 
lhe 2 Lakh Series took the consolidated salarv f'Or [he calculation o pension. The 3 LakIh Series considered [he II'\
consolidated
 
salary Ior the calcu ation of' pensitins.
 

4 Lalkhs anld 5 l.akhs series changed tie patltern ol cafcultioin and took over atpercentagc systeur which hIldgrealt relevance 
to the last salary and the ag2e at relirenent. While tie 0 lfalkhsand tile7 L.alkhs serics switched on to percentaes alfftorded by the
lubhlic :Admiistratioin CircuLfa.t/)t I.The 7 I.aklis scries \wais introduced pturely IOr tile purpose of"identifyin:lPensioners Who are
 
not digihfc to receive the Rs. 3tM0 allowance rinmted hy 1'. 12. 19)2.
A. Circular 37/)2 ol 24. 


II the calculalion ofl
4 liklhs &,5 Lakh scries 0. 2',;s deducted fOr eatch mrorlh of No-pay or pillttlcreof. Also for retirements 
prior to reaciirLc tIle aC Of 55 Nerll.-wts dedihctef for each year that tellI shotI ol 55 yells.
 

No dledunction tot- No-pay otier shOrillaf
orunily is applicIblC IOr tiarild 7 Ilakis series. 

\ihivs' and ()rphans' Penision Schemte
 

This ,chrlrlleIalTlrdil beeliis 10 Ihc tIre LnICi, Of jIblic Offi'Crs. A\ widow is s
is Cno ieo w c destitute after tire 
dtnri,s,
ofa[ iuiblic seradilt. A \\idtuo\ho was,fill niralIied toher hlu,,baltl beco)irres ehgible tot a pension No ]lng isshe isnot
 
remar ricd. The %\ does 1t Mi'lttiher of1childln sire ha,hut badll ot lile lild
iLowks peirsuurl thLcloni tIlh' ;II;II" Ihe period tire 
Iruisbaurld IriIs serC1,d IIIthe Cverurnieru. 

)111\ "w Ite 1;itller Mid tIre erarle bothhen 	 rollll dcaid ill01illit becOires eli'il eI ' a petisIt l. IIthe opli;II is atfenIale SIre1tst

b1Cless thill21 st, 'c ldInllrrrriued wh ile atilc IitIcoIincues, ligible' IOr at nersIln if lie is less tihan 21
Cm 
 'ears of'ige \hether
 
i i orlersiil-..\ uar di;m should ifl\a sshC appolilled to fi,art orphlipysioi unless t ie aItfhits,de(Icil'dotlilcr\\
pig 	 iSe. 
lo jflpoirt aI i'i.mdi ll1 IrCpoIt frontl tIL')iisitr,l1 SecCtas f lile a;reiais reifrliicd reCCorrerllilldrgperNoll nomin;ited isthat tile 

,alit aLi prIoper CrsOn to bc J ppo1intel l'tirs[ i ;ld;in.
 

Itali;fiis ;ire iWhen ses crll ptpirn, ed i espeCt of seil iCralarIIsiiill o Iil.11 itepension shoull be pru)r;rinrtio rltelI\ divided
 
llid tIrec-trftnlifrllS. It is trted as,
paid to 	 one peirsioi arid should riot eceCd 1te penion paid to tie svidhw. Allo\ lnct.s
shoruld 

allso be plid piPitltrtai t l\. 

AtI lte it11 leath tire officer shold havC beef] holdillg aIpeiIneill arid pernsinrable post irresIpectie of , tther lie has
nubtaincd aIW. & (). P. InIiber (orfifs contributel towards tire W. & (). P. Scheme. to elile tire swidhow to Iecollie eligible f,r a 
pensin. 

Priortin. 2.7. 1984 oin \h ich datle tie W & ).P.Ordinance \wi,, rmeinded tosiiiplilv tIre calctllition of widow's pension air rfficer 
hal no co~ntrilntte nif a period for 35 y'ears rur up fr (65yearso l"ige whichever is eairlier. The prducittro i birh certilicat of 
tie v ilcwas corrnpillsorv aIstie W. & (.1'. lension raill very crenl relevance to the calcrlalionui o petisiurn.
 

lrnlrediatelv ortappouintment to a permranent and pensionable post 
a public ol'ficcr is required to declare Ii, Iltrily parlicullls 
on Iorm Gen. 86 airt send it to the Secretary - Accountant W. & O.P. ()ffice through the I lead ot )ept. Any chaniges ill the 1ltlnil,,
shiiukl iilal1y be ntified to tie Secretary & Acct. W.&O.P. Scheme. When on officer is married, production olthe marriage 
certlificlte arid tire birth cerlilicalte %%,uss 

The calculationif, tire widowr)vs pensi on prior to 2.7.198 1 involved several variable factors such as tire age of tire husband ard 
Ire age uif the wife. Alsio for crch increase of 'ialry there was acalculation of'pensio . This was a very tedious task and thereby
graittmg of vidrws perrio)ns were delayed. Iniorder to avoid this delay and to simplify the calculation Ire W & O.P. Ordinance 
waIs Mirended by Act No. 44 of 2.7.1981. The main features ol tire arnemdment are as under:­

of tire uvif' cotipulsory. 

i. 	 The widfows, pensiouno\as illade equal tutie husband's ntredtrccd pension. 

ii. 	 Adopled children were irade eligible for orphans' pension. 

iii. 	 Disabled orphans were made eligible for ornhans' pensions. 

iv. 	 Coniribitory perioid to tie W & O.P. Schrene was changed, Contributors were required to contribute till retirement 
ard not thereafter. 

v. Widonws of dismissed of'ftcers were made ineligible for pt.:sion bilt were made eligible to receive the entirety oftile 
contributions paid by them while ilservice. 21' 
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Widowers' & Orphans' pesioits Scheme 

Widowers' and Orphans' Pension Schene was estahlislied on I (S. 1983. "lhisscheme provide s benefits to tihe depen dcis of 

female public servants. Any fcliale public officerjoining the stale sCrvice on itperiiaillent and pensioiable basi so or aflet .8. 1983 
1.8. 1983 werein compulsorily required to contribute to this sche me. 'Ihose ieluale public sers'alits who Joined service prior ti 

required to exercise an option to joinitlis scherme. As most of the feiaIC pu blic servants di inot opt tojoin this Sclie me, the period 

was extenided up to May 10, 1986 by W.&O.P. Circular No. 291 (if May 21. 1985. Ilowever, the exercise otl option to join this 

Scheme is still open to these femnale public officers 

Teachers' NV & O.P. Fund 

were contrilitorsThe TIW. & O.P. Fund was established on I . 1l0. 195 Iand at the tiime it was estalished ai' male teachers w[t 

to tlie Teacliers' Pension Schelnc were eligible to contribale il this I ud. Thongh hlie'eachers' Iension Scheme was in force since 

1928 no fund had been established to afford widows and orpluis pcnsio benefits to the depeidets of teachers wio died or retired 

prior I 6. 10. 1954. Since there was io 17111ildor Scheme to afford dependenl benefits (W. & ().P.) to tlie widows and irplian s of 

teachers prior to 1. It0.1954 any vidow or m orphia ofa teacher who died or ret ired prior to 1951 - 10-(01 will not beel igible to receive 

it widows pension. 

The first teacher pensioner whose widow becomes eligible for it witdows pension cOiTI ces wilh tie pension number 

4829'. 'Therefore 4828 teacher pensioners v. Io retired prior to I. 10.5-1 have iot contributed to ar Widows' Pension Fiund aind 

Ilierefore their dependents are deprived if W. & 0. Pension be nefits. 

All contributors in the Teachers' W. & (). P. Fund. were required :i obtain a W. & 0. P. niumber. For this purpose every 

contributor should furnish his family particulars onIlorii TWPO together with the marriage and birth certificate of the wife if 

married. The nuibcrs isued by tile Teachers' W & (O).. IFund bears the letters TX ' be fore tile itilliber. 

All teachersexcept piriv'enlaald private school te.lcilers were ablsorlbed intolileCi'il I'iisoi Scieimie with effect from 1.4. 19701. 

Prior to this absorption the iiiniber of cointribtitor., in tile Fuid were eStilniled to be MiriUnd 415,(ll0. The present strellglh of the 

contrioultors. At present the Teacihers W. & ().l. tihe process oftralslerring 

Ihc contributio s of those who ws'ere absorhd iiit t11eSCli1iie to the \X. & 0.1T. Scheliie. (Rev. lid. 7. S. I)). This involves tile 

coitribitiiis paid 1w tliiIi prior to 1.4.197). If not for the pirivenia ad private teachers who a e still contriliitors ill the T.W. & 

OT. FtUid the Fiiiid could halve beeti wourd i). I lowever it is still conitinuing as a part and parcel of the I)ept. of Petisions. 

T.W. & O.P. Fund is in the region lf 5111111 Flind is ii 

S. M. I). GUNASI-NA
 
Justice ol Peace
 
Chief Accountant
 
I)EPARTMINT OF PENSIONS
 
COLOMBO I
 

Public Service Provident Fund 

The P.S.P. Fund was established on .1.4.1942 under P.S.P.F. Ordinance No. 18 of 1942. This Fund provides Provident Fund 

benefits to those public servants who are not penisionable. In other words it provides savings benefits to those who are deprived 

(if recceiving a pension. At present the following categories of officers are the contributors itnthe Fund. 

1. Reserve Police Officers 
2. Sub-Post Masters. 

3. Sub-StaliintilMasters 

4. Lical recriits in lie IFore igi Missions abroad. 

5. Teipiirary iiinl1nthly piid employees. 

6. Non-pensionable eiployees. 

'fle Ci nitribittors to tie IFund are expected to contribute 6% of their salaries to the tundand this conibut ion is called tle 

cotmpulsiry Cilniriluliton. Prior to I. I. 1)72 tle rate of contributi on to the Fund was 5 .".The Governmincit Contributes 914 which 

ic calleCd tile Bontus or the (ovcrnimelt Contribulion. 

'fle C,.ccss ililoiies of, tile Fuld are invested in gilt edged securities in the Central Banik which carrie.s inlterest in the iirigc of' 

41/, % to i (Vr7.Annually the rate ii itlierest payable to tie conlributors are declared in the innuil acclltlls iif tile Funds tik ing ilitl 

$_" I'./ 
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accotml the ailliott o1 interest carried on the inlvestmntsnarid the e\X')edittir., iticUrreTd on adnlhlistelinir the :rd. 'lhe rIinimli 

interest payable to the contributors is 2n'/,'. whilhe the 1millt11 inlerest sr i r declared is 13'/,',; 

The refinLIds to con't1ributiolrs ll"- IMde tinder 3 sections t' the P.S.P. . (rdinanc' i.e. Sections 1-1.10 and 20. 

S.clion 14 - W\hel acontribLtor rsimls tloll th Govt. Service %%hile beilnw acoitrliltor and ii such rl,esiinalin is accepted 

bN tile (n v. tile conniribt lolls paid ill by such Contrnibuttor tog'elher with tile (o\t. HiIiis and coindpttilri interest 

an bosh ontribnltions are pa\able to tiecontribtor. 

Section 16- When a ciuitrib'nlor resignsI, his post \ ithotl tie Consent otthe 
with coilpnntii interest are payable. 

'overnllenthis Compulsory Contribuition together 

Section 20-	 When acontributor is made pensionable in his post or accepts another pensionable Iplst in the Got. Service his 
contributions together with compound interest are payable. No. GCot. contribution is payable. Ilweser his 
contribtitory period ill the P.S.P. 1:n1d iktaketn into account for his pension purpises. 

A person whom has obtained a refundunder scction I6 ofilte P.S.P.F. Ordinance is not eligible lto count tie lP.S.P.F.coutrihlulory 

period for pension prposes tinder any circuistances. I loweser a reund under Section 14 of tine P.S..P.FI. ()rdinance could be 
converted to that of Section 2( by reun'lnlhglie Govt. ('ointribl ionl and tlie colipund iltelest paid to hiiii togelher with a4 simple 

interest from the date lie obtained the refund ip to tine date lie is prepared to refund the amount. 

When a contributor ceases to become acootribuitior lo tie Fu'nd facilities were afforded earlicr toobt ain 85rl( part pay ment Tlis 
faicility has stopped from 1.7.1988 as most of the department did not follow the precedure in executing tlie part payments. 

http:P.S..P.FI
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Service Pensions. (Army Pensions)
 
This includes Army Navy & Air Force personnel.
 

2. P.A. Circular 44/90 does not apply to these pensions. 
3. 	 Based on 1981 (amendment) to the
 

Army Pensions & Gratuities Code
 
Air Force Pensions & Gratuities Code
 
Navy P':lsions & Gratuities Code of' 1962 

4. There are 3 type, of pensions & 2 types of Gratuities 

i. Service Pensions 

ii. Disability pensions 

iii. Dependent pensions 

iv. Service Gratuities. 

v. l)eath Gratuities. 

i. 	 Service pensions 
(a) 	 Number of years service required to qualify Ior a pension.
 

Commissioned officers - 20 years
 

(Second Lieutenant & above)
 

Others 22 years 
(b) 	 If an officcr is entitled to a Disability pension the service reqtired for a service pension is reduced 

by 10 years, that is, I1years for Commissioned Officers and 12 years for others. 
(c) 	 The salary at retirement includes all allowances payable to such personnel. 
(d) 	All service personnel should retire at the age of 55 years. 
(c) 	 Calculation of pensions prior to I.I. 1985 are oti a fornm labasis while calculations after I. 1.85 are 

on a percentage basis. 
Calculation of service pensions prior to I. I.1985 

The following benefits are afforded. 
(i) 	 Salary at retiremient isdecided by adding all allowances payable to them while in service. 
(ii) 	 Service benefit of 90 months is added to the normal service. 
(iii) 	 Half the period between the age at retirement and 55 years is added to the norm!fl service. 

Service + Servicebenefit (9(1 months + 1/2 Difference inage x last salary 

660 
e.g.:Mr. K. Perera a Second licutinant in the Army retired on 1.1.1984. His Salary at retirement was Rs. 105009/P.A. He 

joined ser ice oi 1..1964. His age at retirement was 42 years. Calculate his pension. 
(a) 	 Service 20 years Or 240 months. 
(b) Difference between his age mnd 55 = = 13 years
 

i 13x12 156 
 = 78 months
 
240 + 90 + 78 + (1500 = Rs. 6490.00
 

660=
 
This arnotnt should not exceed 2of his last salary
 

10500X2= 3 Rs. 7000 

Unreducced pension =
 
Reduced Pensions
 

3/4 oflUnreduced Pension 
 = Rs. 6490.90 x 3 = Rs. 4868. 17 P.A. 

4
 
Connitted Gratuity= 
 Rs. 6490.90 x 2 V, = Rs. 16227.25 " - ci,0;,
 

http:16227.25
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The monthy pension payable should be converted by tie respective convesion tables payable from 1.1.1987 and 1.1.1988 

Calculation of pensions after 1.I.1985 

This is calculated on apercentage basis as follows 

No. of years Percentage for Percentage for Non
 
Service Commissioned officers Commissioned officers
 

10 years 55
 

I years 56
 

12 years 57 40
 

13 years 58 61
 

1- years 59 62
 

IK shotild be added for everv year of servie tip to 35 years of service and not beyond.
 

The rates given above are applicable to the linredUlced Ciinsion. 10 )Oinis should be deducted to arrive at tle rates
 
applicable to ieduced pension.
 

Any service Under the British Crown is reckoned for pension purposes.
 

e.u. 	 A comilissioned Officer Mr. K. Fernando re red m 1. 1. 1992 having completed 20 \ears of service. I tis monthly 
salary at retirement was Rs. 3501/- calculate the unreduced pension, reduced pe.ision and tie commuted gratuity 
payable to hii. 

I. 	 As per chart Ihe rate of unreduced pension is 65% The reduced pension rate is 55% 

UnreduLced pension 3500 x 65 = Rs. 2275/= P.M. 

Reduced pension 351 x 55 = Rs. 1925/= P.M. 
100 

Commuted grattiily 2275 x 24 = Rs. 546001=
 

Monthly pension on I. .1992
 

Reduced pension = 1925/=
 

P.A. Cir. 63/89 from 1.1.9(0 = Rs. 2(X)/= 

P. A. Cir. 50Il (ii) from 1.11. 1990 = Rs. 2(X)/=
 

(unreduced pension is more than Rs. 20)0/=)
 

P.A.Cir. 1/92 for 1.1.1992 = Rs. 100/=
 

(unredItced pension less than Rs. 30(X)/=)
 

Monthly lension = Rs. 2425/=
 

Disability Pensions. 

\1i aiiUal disability pension may on the recommendation of the Cor:iiander of the Army be awarded in accordance with
 
tilh scales set out hereunder to an officer in the event of disablement or illness cer:ified by at Army Medical Board.
 

The MedLC! Board wilt recommend the percentage of his earning capacity. The scales set out below represents the anual
 
pension payable according to the earning capacity recommended.
 

If a disabled coniiissioned officer does noi have 10 years service ira disabled non-comniissioned officer does not have
 
12 years of service lie will be awarded only adisability pension.
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Commissioned Officers Percentage Disability 

I. Captain,Second 20 30 40 50 60 70 80 90 100 
Lieutenant, a Cadet 
Officer 585 875 1165 1400 1750 2040 2335 2625 2915 

2. Major 665 1000 1335 1665 2000 2335 2665 3000 3335 
3. Lientenant Colonel 835 1250 1665 2085 2500 2915 3335 3750 4165 
4. Colonel 1000 1500 2000 2500 3000 3500 4000 4500 50(X) 
5. Brigadier 1165 1750 2335 2915 3500 4085 4665 5250 5835 
6. Major General 1335' 2000 2665 3335 4400 4665 5335 60(X) 6665 
7. Lieutenant General 150(0 2250 30(X) 3750 4500 5250 6000 6750 7500 

Non-Commissioned Officers. 

I. Lance Coporal or equal Rank 280 420 565 705 845 985 1131 1270 1410 
2. Corporal or equal Rank 305 445 595 73(1 870 1010 1155 1295 1435 
3. Sergeant or equal Rank 330 470 615 755" 895 1035 1180 132(1 1460 
4. Staff sergeant or equal Rank 355 495 640 780 92(1 1060 12(5 1345 1,185 
5. Warrant Officer II 380 520 655 805 945 1085 1230 1370 1510 
6. Warrant Officer 1 405 545 690 830 970 1010 1255 1395 1535 

An officer who is not entitled for a service pension a compensatory monthly allowance will also be paid as follows: 

Commissioned officer -Rs. 500 

Non - Commissioned officer Rs. 400 

e.g. A captain of the army while on active service became disable and the Medical Board recommended that his earning
capacity would be 6(1% throughout his life. Calculate his disability pension. He became disable on 1.2.1993 He 
joined service on 1.1.1984 The corresponding annual rate of pension for 60% disability­

is Rs. 1750 

1750 145.83 

12 

Compensatory allowance 500.00 

645.83 

F'ens~on as per conversron table in terms of 

Table 4 effective from 1.1.1987 (unreduced table) 

1.1.1987 - Rs. 932.00 

Pension as per Conversion Table effective from 1.1.1988 for Army officers. 

•1.1.1988 = Rs. 1736.00 

pension payable on 1.1.1993 

monthly pension - Rs. 1736.00 

Othtr allowances as 

per P.A. Circulars - Rs. 900.00 

2636.00 monthly 
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Normally acommissioned ofticer and a non-commiissioned officerbecomes eligible for aservice pension only aftercompletion
of 20 years and 22 years of service respectively. lowever if he becomes disable be will eligilble for aservice pension after 
completion of 10 years and 20 years of service respectivly. 

If the officer becomes eligible fora service pension and a disabilit) pension the compensatory allowance ofR. 500 or Rs. 400 
is not payable. 

If the Army Medical Board recommends that the disability is a permanent one the disability pensicn will be paid throughout 
Ili,
life. On the expiry of the period of any temporary disability recomnmde-1 by the Army Medical Board the officer should 
c Presented before a Civil Medical Board. If such aMedical Board recommends that lie is no longer disable the disability 
in,ion should be stopped forthwith. 

)ependent pension 

I)ependents of officers who died while inactive service are eligible to receive adependents pension. If the officer is married 
the widow and the male children under 18 yeras and the females under 21 are eligible for this pension. There is no minimum 
number of years service required for the dependents to be eligible for adependents pension. 

In addition to the annual dependents pension mentioned below a compensatory allowance of Rs. 500 for dependents of 
commissioned officers and Rs. 400 for non-commissioned officers dependent are payable. 

The rates of annual dependent pension payable as mentioned in Army & Air Force Code 1981 are given below: 

Commissioned officers If marrie Bachelor 
Widow - Child each Parents 
(I) (2) (3) 
Rs. Rs. Rs. 

I. Second Lieutenao, Cadet 1500 400 1165 P.Annum 
2. Captain 1665 400 or 3/4 of the 
3. Maj r 2335 400 amount mentioned 
4. Lieutenant Colonel 3000 400 in column (I) 
5. Colonel 3335 400 
6. Brigadier 4000 400 
7. Major - General 4670 400 
8. Lieutenant General 5335 400 

If the mother is dead Rs. 665 per each child. 

Non Commissined Officers 

I. Lance Corporal or equal Rank 975 325 540 
2. Corporal or equal Rank 1040 325 540 
3. Sergeant or equal Rank 1105 325 540 
4. Staff sergeant equal Rank 1170 325 540 
. Warrant Officer ** II 1235 325 540 
6 W:irrant Officer * 1 1300 325 540 

rr ,, i.molher is dead Rs. 650 for each child 

% i pensatory allowance of Rs. 500 to the dependents of acommissioned officer and Rs. 400 to the dependents of a 
non-commissioned officer is payable. 

Service Gratuities 

A service gratuity is payable to those officers who leave the service under the following grounds. No gratuity is payable if 
the service is less than 5 years. 

i. Termination of service. 

ii. Resignation 

iii. Cessation under desciplinary grounds. 

iv. Compulsory retirement. 
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The gratuity is calculated at 1/12 of the last salary (monthly) for each month of service. 

i.e. 	 An officer who had 12 years (144 months) of service and resigned while drawing aslary of Rs. 3000/= per month. 
His gratuity would be 3)00/12 x 144/I = Rs. 3600 

iVeath Gratuity 

Dependents of officrs who died while in service after completion of"5 years service but less than 10-12 years service are 
eligible for one years gratuity (last salary x 12 months) 

Dependents of officers who had more that 10-12 years service are eligible for the commuted gratuity Payable to the 
deceased officer as death gratuity. 

prepared by S.M.I). Gunasena 
Chief Accountant. 
Department of Pensions. 

USER FRIENDLY CHART FOR COMPUTATION OF CIVIL PENSIONS 
First and the foremost thing is to ensure that tle officer has qualified fora pension. Forthis purpose the following should have 
been fulfilled by the officer. 

(i) 	 I'he 0o ficer should have retired from apermanent and pensionable post. 

(ii) 	 If the officer isretiring under any circumstances other than Public Administration Circular 44/90 the linimlulll 
service required to qualify for apension is 120 months reckonable gross service. 

(iii) 	 If the officer has retired purely under Public Administration Circular44/90 of 18. 10. 1990 the minimum service 
required to qualify for apension is 120 months reckonable net service. 

I. 	 Receipt of Application 

Date stamp the application and check whetherthe application issigned by aresponsible officerof tle Department placing
the rubber stamp indicating the designation and the name of the Department. 

2. 	 De-!uments required for the award of pension 

(i) 	 Duly perfected application on form Gen. 55 

(ii) 	 Birth certificate. If there is adifference in the name it should be supported by an affidavit sworn in by aclose 
elder relative of the officer. 

(iv) 	 Option for commuted gratuity. 

(v) 	 Certified signature of the officer by the head of Department. (In duplicate) 

(vi) 	 Identity cards oti From Gen. 1-17. 

Identity cards on Form Gen. 148 (In duplicatr.) 

(vii) 	 Three photographs of the officer duly endorsed and certified (Size 3 1/4" x 2 1/4) 

(viii) 	 Apporoval of retirement if retired under aboliton of office or on language policy. 

(ix) Retirements under medical grounds should be supported by aMedicai Board report.
 

tx) 
 Option under P. A. Circula 44/90 if retired under that circular. 

(xi) 	 If the retirement is on disciplinary grounds (2-12) or on compulsory retirement grounds (2-15) the following 
documents should also be available. 

(a) 	 A copy of tle charge sheet. 

(b) 	 Explanations of the officer and the recommendations of the tHead of Department thereon. 

(c) 	 Decisions of the Public Service Commission, the Minister or the Cabinet if available. 
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(xii) Certified copies of the History Sheets. 

Daily paid service - Gen. 226 A 

Non-pensionable 

monthly paid - Gen 234 

Pensionable service - Gen. 53A 

3. If the application is complete in every respect assign a number corresponding to the date of retirement as follows: 

Retirements prior to 31.12.1977 - I Lakh series 
Retirements between 01 01.78 - (1.01.1982 = 2 Lakh series 
Retirements between 02.01.82 - 31. 12. 1984 = 3 Lakh series 
Retirements between 0 1.) 1.85 - 16. 11. 1987 = 4 Lakh series 
Retirements between 17. 11. 87 - 31.08. 1990 = 5 Lakh series 
Retirements between 01.09.90 - 17. I(1 1990 = 590000 series 
Retirements between 18. 10. 1990 - 17. II. 1992 - 6 Lakh series 
Retirements between 18.11 .92 - todate = 7 Lakh series 

Note ::,r:lnnent of numbers are given in PN. Circular 6/92 of 09.06.1992. When numbers are 
assrmled by the Divisional Secretaries the District number, Divisional Secretariat Number and 
the category number of pension should be inserted before !he numbei assigned in lakh series. 

i. e. District No. /D.S. No. / Category of Pensions No. / 700001 

Open a file and file papers immediately preferably in the turner system. All pages to be nubered. Any additional letters received 
or sent thereafter should be filed on the right hand side of the papers already in the file. Enter the file number and other 
particulars in the register on form Treasury 67. 

4. Insert calculation sheet into the file. 

(i) Form PN. 10 for retirements prior to 01.01.1985 

(ii) Form PN. 10 for retirements after 01.01. 1985 

Convert daily paid service, if any, into months. 

Check section 16 ofthe application on form Gen. 55 and see whether the officer is required to work on Saturdays and Sundays. 
If the answer is No the following method should be applied when converting the number of days into months. 

Daily paid service prior to 01. 04. 1974 

(Please see Pension Dept. circular No. 17/93 of 11.08. 1993) 

Daily paid services v're recorded on history sheets (Form Gen. 226 A) in number of days served by the officer in that particular 
month. Round tip all months where the officer has Served 26 days or more. 24 days or more Served in by the officer in the month 
of Febrnary.should also be rounded up. Then total the number of dy, thait are not rounded tip and divide it by 26 to convert 
the number of days into months. Number of months rounded up in dic hi,tory ,heet and Ile nriber of months converted into 
months will from the gross service during the daily paid period. Any remimring dy;iv-s less than 26 will not be taken into account. 

Daily paid period after 01. 04. 1974 

The same method as mentioned above should be applied when converting the numberof days into months. But 21 days should 
be considered as one month for months other than February. 19 days is regarded as one month for February. 

If the officer is required to work on Saturdays and Sundays the number of days required to qualify for one month is 30 days. 

Retirements prior to 01. 01. 1978 

(a) i Lakh series numbers to be assigned. 

(b) Arrive at the hypothetical salary. Ifthe salary given at cage 19 of the application on form Gen. 55 orthe history 
sheet is consolidated salary convert it to hypothetical salary zs per P. A. Circular No. 770 and P.A. Circular No. 
96 from 01.04 1975. 

http:01.09.90
http:02.01.82
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(c) 	 Ascertain the net service. Check the history sheet carefulliy and see whether there are any breaks of service not 
supported by documents. Any service terminated on reasons other thatn oildisciplinary grounds will be counted 
for pension. 

Gross Service 	 Daily paid converted into months 

Non - pensionable monthly paid in months 

Period of Pensionable service in months. 

Net Service = Gross service minus No-pay leave and breaks of service. 

(d) 	 Add climate bonus to the net service as tinder. 

Age 	 55 years = add 120 months climate bonus 
56 years = add 108 months climate bonus 
57 years = add 96 months c,iniate bonus 
58 years = add 84 months climate bonus 
59 years = add 72 months climate bonus 
60 years = add 60 months climate bonus 

Retirements prior to reaching the age of 55 yeras under any section of the Pension Minute should be given only 60 
months Climate Bonus. 

Total net service + Climate Bonus not to exceed 480 months.
 
Retirements prior to 0 1.01. 1978 - Formula
 
Net service + Climate Bonus xILast Salary (hypolelicl)
 

720 

N.B.- This type of calculation will arise in respect of those who had frozen their pensions and joined Corporations 
or Boards. The officershould satisfactorily complete the service in the Board or the Corporation until lie reaches 
55 years ofage or retirenent. The continuation should be supported by documents. The date of retirement isnot 
the date he leftGovt. service tojoin the Corporation or the Board but the actual date of retirement from the Board 
or the Corporation is the date of retirement. 

'The calculation should however be related to the method that was in existence at the tim, lie left Govt. Service to join 
the Corporation or the Board. Assignment of pension numbers should also be related to the date he left Govt. service. 

The arrears of pension have to be calculated fror, the date of retirement from the corporation. 

The chart indicating the cost of living allowances payab?. is attached. 

Retirements prior to 01.0 1. 1978: Example 

Mr. Karunatilake was born on 01.04.1937. He joined public service as a G.C.C. clerk on 01.01.1957. On 01.02.1977 lie 
joined the Fisheries Corporation after having frozen his pension. His retirement papers have been received from the 
Insurance Corporation on completion of his 55th Year of age. i.e. 01.04.1992. Calculate the pension payable to Mr. 
Karunatilake. Mr. Karunatilake's salary on 01.62.1977 was 2400/- He has obtained 5 days no-pay leave. 

I. 	 Retirement should be tinder section 2-48 (.A) of the Pension Minute (cage I I of the pension application.) 

2. 	 In addition to the documents referred to above a supporting document should be availabe to prove that lie had 
uninterrupted service after leaving the Fisheries Corporation. 

Date of retirement 01.04.92 Date of leaving service 01.02.77 
Date of birth 01.04.37 Date ofjoinit'g service t)1.01.57 
Age 55 yrs. Gross servic- 0.01.20 

No pay Iv':ve 05.... 
Net service 25.-20 

Net service = 240 months 
Add - climate bonus = 60 months 

300 Total months to be taken for calculation 
300 x 240 Rs. 1000 per annum 

720 
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Unreduced Pension = RK.I()O per annum 

Comninted Gratuity I1M00 x 10 = Rs. 2500 
4 

Reduced Pension I(XX) - 250 = Rs. 750 per annum 
Pension to be paid front 01. 04. 1992 
Monthly pension of Rs. 62. 50. to be conveted as per table, from )1.01.1987 and from 01.01.1988 
Pension oil01.01.1987 = Rs. 580 
Pension on 01. 01. 1988 = Rs. 1284 
Pension oi 11.04.1992 = Rs. 1284 
Add Allowances = Rs. 600 

Rs. 1884 per month 
Rs. 300/- allowance is also payable from 01. 01. 93 to 31 05. 93 

Pension from 01. 06. 1993 = Rs. 1284 
Allowances = RN. 1160 

Rs. 2444 per month 

N.B. - 1987 Table is applicable to those who retired prior to 01.01.1985 

1988 Table is applicable to those who reti red prior to 17.I I. 1987 

Retirements between 01.01.1978 to 01. 01. 1982 

Pension numbers assigned during this period represents 2 lakh series. Thie only difference is the last drawn salary at 

retirement and the formulas 1far applied remain the sain. Last drawn salary should be the consolidated salary. An annual 

pensionable allowance of Rs. 1680/- should ieadded to the consolidated salary. 

If tile ptisionable allowance to be added should be adju sted as follows:­annual salary falls below R . 2550/- tile 

i.e. Annaual Salary + Rs. 1171) 
5 

20(X) + Rs. 1170 = Rs. 1570 
5 

Annual pensionable allowance to be added would then be Rs. 1570/- and not Rs. 1680/­

net service + Climate bonus related to the 

.lst salary drawn by the officer in ternis of the Gazette notification. TIe additional allowance should be siown separately 
as an addition to tile 

A tmontlily additional allowance isalso payable to the pensioner base' on tile 

tnonthy pension. 

This additional allowance is not takien into account when calculain ,the commuted gratuity. 

Fxalpie - Retirenents between 01.01.1978 & 01.1)1.1982 

I92,1
Date of birth 01.0). 
)ate ofjoining Public Service - 0 A.1. It) 17 

)ate of retirement - 01. 02. 1979 
Last solary - Rs. 6720 p.a. 

No - pay leave - 65 days 
)ate of retirement - 01.02.1979 

Date of joining - 01.04.1947 
- 10.31 Gross service 

less - No-pay leave (65 days) 3 months 3 
to be deducted 

07.31 Net Service 
12 

379 Months 
All climate Bonus 120 

499 Net Service + Climate BOnus 
not to exceed 480 
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Date of retirement 
 01.02.1979
 
Date of birth 
 01.02.1924
 

55 age 

Last Salary Rs.0720 
Add pensionable allowance Rs. 1680 

48t0 x 840... Rs.8400 

720 
Unreduced Annual Pension = Rs.5600 

Commuted Gratuity Rs.56W() x 10 = Rs. 14(XX) 
4 -1 

Reduced Annual Pension 56(X)- 14()0 Rs. 1200 

Monthly Unreduced Pension = Rs.-66.66 + Ad.M.a.Rs. 116.33 
Monthly Reduced Pension = Rs. 350 - Ad!. M.A.Rs. 151/-

Monthly additional allowance should not be taken into account %%,heincomputing the cmunuted gratuity. 

Retirements between (02.11.1982lo f1.12.1984 

Pension numbers assigned during this period represent 3 lakh series. Only diff; rence is the last drawn salary at retirement 
and the formula so far applied remains the same. Last drawn salary -ho1ulld he the New Consolidated Salary. Ternporary
Salary adjustments shown in Public Administration Circular No. 197 should be added to tie retiring salary. If this salary
adjustment is not added it will not correspond to the charts shown to obtain the compensatory allowance payable. 
A monthly compensatory allowance is also payable to the pensioner based on the net service +climate bonus related to the 
last salary drawn by the officer as per compensatory allowance chart. 

Retirements from 01.01.1985 to 16.11.1987 

17.11.1987 to 31.08.199(1 

Up to end of 3 1.12.1984 pensions were computed on a formula system. Beginning from 01.01.1985 the formula system was
completely changed and a percctage system took its place. Any person who had 10 years gross service at the time of
retirement was eligible to receive a full pension while in tie formula system aperson. had to complete 30 years at the age
of 55 to qualify for a full pension. 

This Percentage chart was formulated to read apercentage related to the last drawn Salary and the age commencing from
55 years. A pecentage for the reduced pension is also shown related to the salary and age at retireyrent. A person retiring
before the age of55 years has to forgo 1%forevery yearthat fall short of 55 years (i.e. aperson retiring at the age of 50 years
will get a reduction of 5%from the percentage shown in the chart for 55 years) Also -0.2% is deducted for every month of 
no-pay or part thereof. 

Retirements from 01.01.1985 to 16.11.1987 are assigned with 4 lakh series numbers and retirements from 17.1.1987 to
31.08.1990 are assigned wi 15 lakh series numbers. The percentage chart applicable for both are same. Only difference is 
retirements after 17.11.1987 represent higher salary steps. 

Example for retirements between 01.01.1985 to 31 08. 1990 

Mr. K.K.Perera retired under medical grounds on 01.02.1987. He was born 02.09.1941. 1-leioined service on 01.01.1972.
Mr. Perera has taken 9 months and 14 days no-pay leave. His salary at retirement was '.s. 20640/- p.a. Calculate the 
commuted gratuity, unreduced pension and the reduced pension payable to Mr. Perera. 

Date of retirement 01.12.1987 
Date of birth 02.09.1941 

29.02.45 Age.
Date of retirement 01.12.1987 
Date of joining service 01.01.1972 

11.15 Service. 

http:29.02.45


57 

Unreduced Reduced 
Percentage applicable for Rs. 20640/- 88 78 
in respect of 5 lakh series for 55 yrs. 
Less - Difference of Age 10 12 12 
No pay leave IOxO.2% 2 76 66 

20040 x 76 
l001 Unreduced Annual Pension - Rs. 15686.40 

206-10 x 66 Reduced Pension = Rs. 13622.40 
I0M) 

2161O x 76 x 2 Commuted Gratuity = Rs. 31372/­
11)0 

N. 13.- Commntied Graluity is 24 times the unirduced mont lily pension. 

Retirements between 01.09.1990 to 17.10.1990 

Retirements during this period are assigned with numbers commencing formi 590.000 series. A separate percentage table 
isintroduced to calctilate the pensions. The percenlages are relale to last salary and service at retirement. Miniumin service 
required to quali l' for the percent-g indicated in fihe iable is25 years. Shortfall in tlie service by 6 months is subject to a 
reduction of I"t in tile percentage. Also the percentage is increased by 1% for services more than 25 years. 

Following no-pay leave will not be taken into account. 

(i) 	 No. Pay leave tip to I year. 

(ii) 	 No-pay leave availed ofby the officer toobtain higherqualifications which are directly connected with theduties 
in the departlment 

(iii) 	 No-pay and half-pay leave obtained by the teachers before they were absorbed into the civil pension scheme 
on 01.14.19710 

Example - Retirement between 01. 19. 1991) and 17. 10. 1990 

Mr. Silvajoinedclerical service onol .04.1970 and retired on II. 09. I ,,,1 waching thw age of 60 years. His salary 
at retirement was Rs. 33,900/= p.a. and lie has availed of 13 months and I -I,,s no-pay leave. Calculate his pension. 

Date of retirement 	 I I. 09. 1990 
Date of joining 	 01. 04. 1970 

10.15. 20 Gross Service 

0. 0. 	 25 Years 
101.05. 20 Less Gross Service 

20. 06. 04 Shortfall of service to complete 25 years 
I%to he deducted I Ix 2 
for every 6 months I I ) 
or part thereof 08 

I--ol
 
K0 1 

10 Percentage to be deducted 

Percentage to be deducted ror no-pay leave 

Total No-pay leave 
Availed of during the service - 13 rnon'.!is 15 days 
Les No-pay leave concession - 12 months 0 days 

I Month 15 days 
11.2% to be deducted for every. 
iiron'h of no-pay or part thereof 1.2% x 2 = 0.4% 

C71i 
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Unredtuced Reduced 

The percentage for 25 years
 
service for Rs. 33,900/= annual
 
salary as per chart 76% 66%
 
Less Shortfall in Service 10%
 

No-pay leave 	 0.4% 10.4% 10.4% 

65.6% 55.6% 

Calculation or pension 

Unreduced pension 65.6 339M) = 
100 x s. 853.2) .m. 

55.6 3390 
x = Rs. 1570.70 p.m.

1210( 
Commuted Gratuitv (24 times of the Unreduced Pension) 1853.2) x 2-1 = Rs.441476 

Relirelents afier 18. 10.199( 

Inl 	 t-itinds of retirements a public office can retire tinder Public Adninistrat ion Circular No. 44/addition to the other 
90. If atiofficer retires pulely under circular 44/)) the following conditions should be fulfilled. 

i) The officer should have retired after completing 120 motihs nel service froin a pensionable post. 

(ii) 	 The option for retirement tinder 4-1/9()should be submitled to the I lCalof l)epitrtmelt one mntth before 
retirement. 

(iii) 	 lhe olticer should retire oTt o, ,'-ore 01.(1.1991 purely under -.1/90 circular to qualify for 30 mttonths 
comttucd gratuity. All suclt ofic,rs who have not completed 59 years 01 day ae eligible for 30 nionlls 
gratuity. 

(a) 	 all officers reiiring alter~l A 1.1991 are eligible tloacot ummuled gratuityo1"24 niontliscalculated 
t 9 t' of their salaries at ret renictit. 

(b) 	 All officers arc elegible to have their carned increments added to their salaries at retirement 
provled the incremelts are earned 

(a)& (b)mentioned above, applic., to all those who retire afer 18.1(.199) under circular ,14/90or ott 
any other ground. 

There are three methods tnder which an officer can retire in terms of circular 14/90 

Is)Method 

i An officer can retire after completing I(tycar net service but should hold a pensionable post at tle time of retireenteit 

to be eligible Iir a pension. lic reckonable net service shoutld be 120 months or more. i)aily paid service, monthily paid 

non peioiablIe service and pensionable service are regaded Isreck mable services. The offticcr iseligible to draw tile 

commititel grattity calculated it of, tile last salary phlis eartned incrmcment for :4 uotltns. I lowever the oficer9)1., 

llec( rlie, eligible to draw the monthly pel'nsion ollcompletion of 2)) years from !,' .ute ofjoininig ptblic service or til 

completion ;if 55 cars of age w,hichever is earlier. 

N.B. - When conting net servicc ttv Service terminated ott grounds other than ott disciplinary grotinds will be taken 
for penl~olr purposes. 

atio Iof,retirete its inder circtiar 4.1/9)) before completion of 20 years griss Service.]xir 


Untre.tced 'eisiout 90 1,- Re ed IPensiont 8)(1) 

Mr. IFern udo Clerk C.CC. Retired ot 12.)17.! 992 under Public Administration Circtlar .1/9). 1iewas borit til 

retirement inc(isive of earned increltent was Rs.240))/- p.a. I I joined tlie public service o'i 

0 1.(1 .1976. I Ic has not obtained any nt-pay leave. Calctlate Itls pein ittt. 
12.06. 19.10 1 is salary itt 

O" -	 ;' 
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Date of retirement 12.07.1992 
Date of joining 01.01.1976 

II. 06. 16 Net Service 

ale of retirement 12.07.1992 
Rate of birth 12.06.1940 

00.01.52 Age 
(i) 	 Commuted Graluity 

24()O x 9)0x 2 = Rs. 43200 
1(X) x 	 I 

Rs. 43.200/- will be paid to Mr. Fernando (inretiremem Viz. 12.07.1992 

(ii) 	 Reduced Pension 

24(X( x 80 = Rs. 1600 p.m. 
12 x 100 

Date on which lie becomes eligible to draw the reduced pension. 

Age Service 20 Years 

12.06.1940 12.01.1976 

55 Yrs 20 Yrs 

12.06.1995 12.01.1996 

Mr. Fernando will be completing 55 years of age on 12.06.1995. Therefore paymenlhis reduced pension should commence 
from 12.(16.1995 

Date of payment of lie ureduced pensirson 

Reduced pension will be commenced on 12.06.1995 

Md I0years 10 
12.06.2(H)5 

Mr. Fernando Will be completing It0vars ofi ecciving the reduced pension, on 2005-06-12 but the payment of unreduced 
pension will commence on 01.07.2005 only. 

N.B. 	- Ay i rsri reti ring on a day other that the Istday of any month will receive the uireduced pension commencing 
from lie Ist day ollthe month following the completion of It)years. 

2nd Method 

Ai officer can retire under PIublic Administratioi Circulair No. 44/1) on completio, of 20 years gross service. The officer 
is eligible to receive atcorilinltted gratuity calculated at 9)t; of'the last salary at retiinment for 24 months. The officer isalso 
eligible to draw a reduced Ionthly pension calculated at 811f7(of the List salary at ietirement. The unreduced pension 
calculated at 9W,; will be paid on completion of 10 years from date of rctirement. 

('alculat iolof pension is the same as Imelhod I.
 

3rd INlethod
 

Aln olfHicci who Ias cotpleted 3(1 Nears net service in tile pitblic serv ice is eligibe ti draw an unreduced pensiotn calculated
 
at I)1 or tilthelate i"retiretiet until his'or tier death.
 

I leofficer is ako eligible to draw acorritited gratuity calci:l;lCd ill t 1; of the last salary for 24 ,months.
 

Thele is ito reduced pension applicable ifntis method.
 

The corliitions and the re(;'iretcnts applicable to retirements on grounds other than ithe retirements under Public 
\dminisration Circulair -t.,' ))retmin the saiuc But their calculaito ol tueduced pension anid the cormiuted gratuily will 

be based o] 901, oh the last salary plus earned incttriert aind the reduced pension will be 81, of the last salary plus earned 
increment iftire net service is less than 3(1 ,ears ,
Li) 

http:00.01.52
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When the net service is more than 30 years ihe rduced pension is not applicable 

Retirements after 18.11.1992 

Retirements after 18.11:1992 are asigned with 7 lakhi series. This is purcly to identify the pensioners who are not 
eligible to receive the allowance of Rs.300/- payable from 0; .01.1993. Any officer retiring during the year 1993 is 
eligible to have the pension calculated based on the salary due to be paid on 01.07.93 and 01.01.1994. All the other 
percentages, conditions and the requirements remain the same. 

Following are the different sections of the ?ension Minute under which public officers are eligible to retire. 

Section 2-7 Retirements on abolition of office 

2-10 (A) 2 Retirements of strikers 1980 
2-12 Retirements of disciplinary grounds 
2-14 Retirements on Medical grounds 
2-15 Retirements due to inefficiency 
2-17 Retirements on Completion of 60 years 
2-17.26 (ix) Retirements of Ccmpletion of 55 years. 
2-25 Retirements of Judicial officers 
2-39 (3) Payment of pensions of a deceased Officer. 
2-48 (A) Retirements from a Corporation or a Board 
2-48 Retirements for tion - proficiency 

Prepared by:-
S.M.D. Gunasena 
Chief Accountant 
lClpartment of Pen,,ions 

Ready reckoner for the payment of variable CLA based n the Cost it l.iing Index. 
&DmBc@ Uwo m ec~. qc~c ~ ) @cq 13SqDqclmc 

Year nonth Allow. Total Year Month allow. Total Year month attow. Total 

1981 Nov. 62 62 1984 May 348 5072 1986 Nov. 504 19324 
Dec. 76 138 June 348 5420 Dec. 504 19828 

1982 Jan. 90 228 July 348 5768 I9;7 Jan. 504 20332 
Feb. 92 320 Aug, 348 6116 Feb. 504 20836 
Mirch 94 414 Sept. 404 6520 March 504 21340 
April 
May 
June 

94 
106 
110 

508 
614 
724 

Oct. 
Nov. 
Dec. 

40-1 
404 
404 

6924 
7328 
7732 

April 
May 
June 

504 
504 
504 

2184.1 
22348 
22852 

July 
Aug. 
Sept. 
Oct. 

112 
116 
118 
120 

836 
952 
1070 
1190 

1985 Jan. 
Feb. 
March 
April 

504 
504 
504 
504 

8236 
8740 
9244 
9748 

July 
Aug. 
Sept. 
Oct. 

504 
504 
504 
504 

23356 
23860 
24364 
24868 

Nov. 124 1314 May. 504 10252 Nov. 504 25372 
Dec. 126 1440 June 504 10756 Dec. 50. 25876 

1983 Jan. 132 1572 July 504 11260 
Feb. 
March. 

140 
140 

1712 
1852 

Aug. 
Sept. 

504 
504 

11764 
12268 

.ROM OI. (,1-.-1988 
NEWSALARY REVISION 

April 140 1992 O t. 504 12772 
May 140 2132 Nov. 504 13276 
Jutie 140 2272 Dec. 504 13780 
July 140 2412 1986 Jan. 504 14284 
Aug. 140 2552 Feb. 504 14788 
Sept. 246 2798 March 504 15292 
Oct. 246 3044 April 504 15796 
Nov. 246 3290 May 504 16300 
Dec. 246 3536 June 504 16814 

1984 Jan. 246 3782 July 504 1731)8 
Feb. 246 4028 Aug. 504 17812 
March 
April 

348 
348 

4376 
4724 

Sept. 
Oct. 

504 
504 

18316 
18820 

http:01.07.93
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Employees' Provident Fund 

(In Brief outline) 

01. Employees' Provident Fund Act and amendment there to 

I. Employees' Provident Fund Act No. 15 of 1958 came into effect with effect from June 01, 1958 

2. Amendment Act No. 16 of 1970 became effective from March 24, 197(0 

3. Amendment Act No. 08 of 1971 ber!,'"' effective from February 12, 1971 

4. 	 Amendment Act No. 24 of 1971 became effective from June 28, 1971 

5. Amendment Act No. 26 of 1981 became effective from May 05, 1981
 

In addition to these the following regulations under the Act have been enacted.
 

I. Regulations published in Government Gazelle No. 11573 of October, 31, 1958 

2. 	 Regulations published in Government Gazette No. 13101 of May II, 1962 

3. 	 Regulations published in Government Gazette No. 14,200 of October, 16, 1964 

02. 	 Objectives of the Act. 

The objective of this Act was to establish afind to sustain the lives of those who will be unemployed due to ageing 
and infirmi ty and tie dependents of employees in the event of their deaths. 

03. 	 Scope of (he Act. 

Emplyers including those employing even one employee are liable to pay contribuions to the Fund. This includes 
the local employees engaged abroad in connection with local businesses. 

This includes the following types of employees. 

Apprentices
 
Permanent
 
Non-permanent
 
Temiiporary 
Casual
 
Daily paid
 
Paid oti Commission Basis
 
Paid on Contract Basis
 
Paid on Pieece Rate Basis
 
Engaged periodically
 
Engaged on field daily
 
Working for less than a full day
 
Working at irregutlar intervals in aday
 
Engaged by several firms as travelling sales-men
 

04. 	 Employments not Covered 

I. 	 Employer's Husband / Wife. 

2. 	 Blusinesses carried on only with the employer's family members, where even one otl.,r person is employed, 
contribution have to be paid oi account of all employees including children but excluding husband / Wife. 

3. 	 Employees ir Public Services and Local Government Service Commission (only these entitled to Pensions) 

4. 	 Services as aDirector of an institution. However if a salary is paid for the service rendered.contridutions 
have to be paid. 

5. 	 Share holders of ajoint venture (Even in case ofa share holder receiving asalary for the services retdered, 

•? Cj"~ 
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contritutions are payable.) 

6. 	 Employees entitled to a pension scheme of a foreign country. 

7. 	 Those emplyed abioad who are not normally resident in this country. 

8. 	 Those below 14 years of age. 

9. 	 Domestic Service. 

05. 	 Contribution payable as per Act Employer Employee 

From June 1958 to December 1970 8% 4% 

From January 1971 to December 1980 9% 6% 

From January 1981 up to date 12% 8% 

06. 	 Basic Earnings taken in to Account in the payment of contributiions 

Basic salary, cost of living allowances, allowances similar to cost of living allowances, holiday pay, payments on piece rate 
basis, commissions and value of food taken for the compensation of total earnings. 

07. 	 Payment of Contributions. 

Monthly contributions to the Fund should be paid to the Employees' Provident Fundbefore the end of the subsequent month. 
The employer has the authority to recover the contributions from the employee's salary where no recovery has been made 
the employer is liable to pay both employer's and employee's shares. 

08. 	 Surcharges on Delayed Payments 

Effective Period 	 Period of Delay Surchare 

(a) 	 From the inception of the Any period of Delay 10% 
Fund up to December, 1970 

(b) 	 From January 1971 to 1. Less than 01 month 10% 
December 	1980 2. More than 01 month but 

less than 03 months 15% 
3. More than 03 months but 

less than 06 months 20% 
4. More than 06 months 25% 

1. Less than 10 days 05% 
2. More than 10 days but 

less than 01 month 15% 
3. More than 01 month but 

less than 03 months 20% 
4. More than 03 months but 

less than 06 months 30% 
5. More than 06 months but 

less than 12 months 40% 
6. More than 12 months 50% 

Withdrawal of Provient Fund Contributions 

I. Males on completion of 53 years of age and women on completion of 50 years of age. 
2. Women on marriage 
3. On medical grounds. 
4. Leaving Sri Lanka for permanent settlement abroad. 
5. Appointment to a pensionable post in the Public Service or a post in the Local Government Service Commission. 
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6. 	 On death - by heirs. 
7. 	 On peoplisation or winding up of Companies. 

PAYMENT OF GRATUITY ACT 

1. 	 Act and Amendments to Principal Act. 

There are no amendments to the Payment of Gratuity Act No. 12 of 1983. The Act became effective from March 31, 
1983. 

2. 	 Objectives of the Act. 

I. 	 Provide for grant of gratuities to employees through the Labour Department instead of through Labour 
Tribunals. 

2. 	 Regularisation Certain payments to those employed in State Plantations or Vested Estates 

3. 	 Scope of the Act. 

I. 	 Employee strength to be not less than 15. 

2. 	 Needs 5 years service. 

4. 	 Responsibilities of the Employer 

Where the conditions in paragraph 3 have been fulfilled, gratuity has to be paid within 30 days. The emplyee is entitled 
to the Gratuity in the event of resignation, dismissal or death. 

5. 	 Responsibilities of the Employee 

The employee should not 

I. 	 Defraud the Fund. 

2. 	 Damage the property or 

3. Equipment of the Employer.
 

Any less can be recoverd from the gratuity.
 

6. 	 Basis of payment 

1/2 cf one month's salary = Half month salary to be multiplied by the numberof years worked. (foreach yearof work 
1/2 month's salary should be paid ). 

Payment of Gratuity Act comprises two Parts. Part I relates to estate employees and Part II relates to all other 
employees.
 

EMPLOYEES' TRUST FUND.
 

01. 	 Employees' Trust Fund Act and Amendment to the Principal Act. 

I. 	 The Fund was created by the Employees' Trust Fund Act. No. 46 of 1980 

2. 	 The Principal Act had been amended by the Amendment Act. No. 03 of 1982 

02. 	 Objectives of the Act. 

The objectives of the Act are to provide for 

- Promotion of employee ownership, employee welfare and economic democracy by the participation in supply of
 
finance and investment participation.
 

Cause the employee participation in management through the acquisition of ordinary shares in enterprises and,
 

provision of a non-contributory benefit at retirement or the termination of employment.
 

03. 	 Scope of the Act. 

The scope of the Act covers all employees of the Private Sector, all Boards and Corporations in the Public Sector. 
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04. 	 Contributions 

I. 	 By the employers in respect of tleir employees 

2. 	 fly voluntary contributions m,.,e of by a person of his behalf. 

05. 	 Areas not covered by the Scope 

I. 	 Domestic service 

2. 	 Charitable Institutions 

3. 	 Social service organizations (g.lerally the Organizations providing industrial training tojuvcnile delinquents, 
refugees, and deaf and blind persons) 

4. 	 Institutions where only family members are employed. 

06. 	 Commencement of payment of contributions 

I. 	Institutions employinP over 150 employees were covered with effect from March 0I, 19F 

2. 	 Institutions ernploying not less than 50 employees were covered with effect from September 01, 1981 

3. 	 Institution even with one employee were covered with effect from January 0 1,1982 

07. 	 Contributions payable under the Act. 

Every employer should pay to the Fund a sum equivalent to 3 per cent of the total earnings of each employee. No 
recoveries are to be made froM their salaries.
 

Contributions payable in respect of amonth shauld be deposited with the Fund on 
or before tilelast day of ihe 
subsequent month. 

08. 	 Investment 

Fund to be utilized to 

I. 	Purchase of shares in any institution 

2. 	 Establishment of any commercial or industrial venture. 

3. 	 Development of imnc,vable properties. 

09. 	 Benefits accruing to members 

Employees are entitled to 

I. 	 Dividends ou,.t of profits from investments 

2. 	 Interest of not less than 3 per cent on contributions deposited to the personal accounts of the employees. 

10. 	 Refund of Benfits 

I. 	 On the termination of employment of members and once in 05 years on account of infirmity. 

2. 	 Oi the death of members, to the heirs of the members. 

11. 	 Non-contributory life Insurance Scheme for Employees (Members) 

This scheme comncnced .vidi effect from March 01, 1986. Under this scheme, on the death of members while in 
employment, their herirs, on application nadc to the Board can obtain insurance benefits in addition to file 
contributions. The insurance pre iuil.h1is in respect of (lie insurance policies are paid by tileBoard to tle Insitrance 
Corporation of Sri Lanka. 
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THE CONSTITUTION OF THE DEMOCRATIC SOCIALIST REPUBLIC OF SRI LANKA
 
CHAPTER IX
 

THE EXECUTIVE
 
THE PUBLIC SERVICE
 

54. APPOINTMENTS BY THE PRESIDENT. 
The President shall appoint all public officers required by the Constitution or other written law to be appointed by 
the President, as well as the Attorney General and the Heads of the Army, the Navy, the Air Force and the Police 
Force. 

55 THE PUBLIC SERVICE. 
01. 	 Subject to the provisions of the Constituticn, the appointment, transfer, dismissal and disciplinary control of 

public officers is herby vested in the Cabinet of Ministers, and all public officers shall hold office at pleasure. 

02. 	 The Cabinet of Ministers shall not delegate its powers of appointmeni, transfer, dismissal and disciplinary 
control in respect of Heads of Departments. 

03. 	 The Cabinet of Ministers may from time to time delegate its powers of appointment, transfer, dismissal and 
disciplinary control of other public officers to the Public Service Commission: 
Provided that the Cabinet of Ministers may, from time to time and notwithstanding any delegation under this 
Article, delegate to any Minister its power of transfer in respect of such categories of officers as may be 
specified, and upon such delegation, the Public Service Commission or any Committee thereof shall not exercise 
such power in respect of such categories of officers: 

a public officer from one post to another postFor the purposes of this proviso, "transfer" means the moving of 
in the same service or in the same grade of the same Ministry or Department with no change in salary. 

04. 	 Subject to the provisions of the Constitution, the Cabinet of Ministers shall provide for and determine all 
matters relating to public officers, including the formulation of schemes of recruitment and codes of conduct for 
public officers, the procedure for the exercise and the delegation of the power of appointment, transfer, 
dismissal and disciplinary control of public officers. 

05. 	 Subject to the jurisdiction conferred on the Supreme Court under paragraph (1) of Article 126 no court or 
tribunal shall have power or jurisdiction to inquire into, pronounce upon or in any manner call in question, any 

or decision of the Cabinet of Ministers, a Minister, the Public Service Commission, a Committee of theorder 
to any matter concerning the appointment, transfer,Public Service Commission or of a public officer, in regard 


dismissal or disciplinary control of a public officer.
 

06. 	 For the purposes of this Article and Articles 56 to 59 (both inclusive "public officer" does not include a member 
of the Army, Navy or Air Force. 

56. PUBI IC SERVICE COMMISSION. 

01. 	 There shall be a Public Service Commission which shall consist of not less than five persons appointed by the 
President. The President shall nominate one of the members of the Commission to be the Chairman. 

02. 	 No person shall be appointed or continue as a member of the Public Service Commission if he is a Member of 
Parliament. 

as a 	 member of the Public Service Commission, was a03. 	 Every person who, immediately before his appointment 
public officer or a judicial officer shall, when such appointment takes effect, cease to hold such office, and shall 

be ineligible for further appointment as a public officer or judicial officer: 

a member of the Public Service Commission, or whileProvided that any such person shall, until he ceases to be 
continuing to be such a member, attains the age at which he would, if he were a public officer or a judicial 
officer, as the case may be, be required to retire, be deemed to be a public officer or a judicial officer, and to 
hold a pensionable office in the service of the State, for the purposes of any provision relating to the grant of 
pensions, gratuities or other allowances in respect of such service. 

Every member of the Public Service Commission shall hold office for a period of five years from the date of his
04. 	

appointment, unless he earlier resigns office by a writing under his hand addressed to the President, or is 
removed from office by the President for cause assigned, but shall be eligible for reappointmelit. 

The President may grant leave from his duties to any member of the Public Service Commission and may05. 
member of the Public Service Commission to be a temporary member for theappoint a person qualified to be a 

period of such leave. 

as may be determined by Parliament. The06. 	 A member of the Public Service Commission shall be paid such salary 
salary payable to any such member shall be charged on the Consolidated Fund and shall not be diminished 
during his term of office. 

There shall be a Secretary to the Public Service Commission who shall be appointed by the Commission.07. 
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08. 	 The quorum for any meeting of the Commission shall be three members. 

09. 	 The Public Service Commission shall have power to act notwithstanding any vacancy in its membership, and no 
act or proceeding of the Commission shall be, or be deemed to be, invalid by reason only of any such vacancy 
or any defect in the appointment of a member. 

10. 	 For the purposes of Chapter IX of the Penal Code, a member of the Public Service Commission shall be deemed 

to be a public servant. 

57. COMMITTEES OF PUBLIC SERVICE COMMISSION. 

01. Whenever the Cabinet of Ministers so directs the Chairman of the Public Service Commission shall appoint a 
Committee of the Public Service Commission to exercise the powers of the Commission in respect of such 
categories of public officer as are specified in such direction. 

02. 	 Upon a direction being made under paragraph (1) of this Article, the Chairman of the Public Service Commis­
sion shall appoint a Committee consisting of three members of the Public Service Commission. Where such 
Chairman is member of the Committee so appointed, he shall be the Chairman of the Committee, and where he 
is not a member of the Committee so appointed, then such member of that Committee as may be nominated in 
writing by such Chairman, shall be the Chairman of that Committee. 

03. 	 Upon the appointment of any such Committee, the Public Service Commission shall cease to exercise its powers 
of appointment, transfer, dismissal and disciplinary control in respect of the categories of public officers 
specified in the direction for the appointment of such Committee. 

04. 	 There shall be a Secretary to cacti such Committee who shall be appointed by the Public Service Commission. 

05. 	 The quorum for any meeting of any such Committee shall be two members. 

06. 	 Any such Committee shall have power to act notwithstanding any varancy in its membership and any act or 
proceeding of any Committee shall not be, or be deemed to be, invalid by reason only of any such vacancy or 
any defect in the appointment of a member. 

58. DELEGATION BY PUBLIC SERVICE COMMISSION OR ANY COMMITTEE THEREOF. 

01. The Public Service Commission or any Committee thereof may delegate to a public officer, subject to such 
conditions as may be prescribed by the Cabinet of Ministers, its powers of appointment, transfer, dismissal or 
disciplinary control of any category of public officers. 

02. 	 Any public officer aggrieved by any order of transfer or dismissal, or any other order relating to disciplinary 
matter made by a public officer to whom the Public Service Commission or any Committee thereof has 
delegated its power under the preceding paragraph shall have a right of appeal to the Public Service Commis­
sion or such Committee, as the case may be. 

59. POWER OF CABINET OF MINISTERS TO ALTER, VARY OR RESCIND APPOINTMENTS. 

The 	Cabinet of Ministers shall have the power to alter, vary or rescind­
(a) 	 any appointment, order of transfer or dismissal or any other order relating to a disciplinary matter made, on 

appeal or otherwise, by the Public Service Commission or a Committee thereof; 

(b) 	 any order of transfer made by a Minister; or 

(c) 	 any appointment made by a public officer to whom the Public Service Commission or any Committee thereof 
has delegated its powers under Article 58(1) 

60. 	INTERFERENCE WITH PUBLIC SERVICE COMMISSION & C., AN OFFENCE. 

Every person who, otherwise than in the course of his duty, directly or indirectly, by himself or by any other 
person, in any manner whatsoever, influences or attempts to influence any decision of the Public Service Commis­
sion, or of any Committee thereof, or of any member of such Commission or of any public officer exercising any 
powers delegated by such Commission or Committee, shall be guilty of an offence, and shall, on conviction by the 
High Court after trial without a jury be liable to a fine not exceeding one thousand rupees or to imprisonment for a 
term not exceeding one year or to both such fine and such imprisonment and fine: 

Provided that nothing in this Article shall prohibit any person from giving a certificate or testimonial to any 
applicant or candidate for any public office. 

61. OFFICIAL OATII OR AFFIRMATION. 

A person appointed to any office referred to in this Chapter shall not enter upon the duties of his office until lie 
takes and subscribes the oath or makes and subscribes the affirmation set out in the Fourth Schedule. 



ATTITUDE TOWARDS WORK 113/91
 

1. HOW IS WORK CREATED?
 
. Organizational Goals & Objectives 

- Functions of Management 
Planning - Sets Targets 
Organizing Deciding on how to get the targets achieved method. 
Staffing - People in positions 
Directing Instructing what should be done 
Controlling Controlling progress of plan 

- Work should be targeted towards the Organizational 

- Efficiency 	 Speed 
Quality 
Economy 

- Difference between 

"Doing the right thing" 
"Doing the thing right" 

- Work will be efficient only under proper direction 
What should be done 
How should it be done 
When should it be done 
Where should it be done 
Who should do it 
Why should it be done 

Goals or Objectives 

- Work becomes meaningful when the purpos" is known & when the target is known 

- Controls - progress review - systems
 
- Proper Coordination
 

- Division of work 

- Assignment of responsibility
 

- Delegation of authority
 

- Equity 

- Each individual should understand his role and understand the role of others 

2. ATTITUDES 
- An attitude is an individual's feelings, thoughts, or predisposition towards something 

- Proper attitudes arise from knowledge of goals & targets 

. Could be developed 

3. ABSENCE OF CORRECT ATTITUDES LEADS TO: 
- Indiscipline
 

- Unproductive practices
 
- Traditional Thinking
 

- Failure in the organization's Goal achievement
 

4. DEVELOPMENT OF ATTITUDES 
- At point of recruitment & later 

Education Training
 

Attitudes 20 Attitudes 331/3
 

Skills 10 Skills 331/3
 

Knowledge 70 Knowledge 331/3 
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- Team work 
- Motivation 
- Proper Job - man relationship 
- Unity of Command 
- Span of control 

- Proper supervision 
- Management must be serious about tasks 

Avoid unnecessary rules & regulations 
Good leadership 

Proper organization of work 

"When did you start working in this Company?"
 
"Well, I have been with the Company two years, but
 
it wasn't until a couple of months ago when the
 

Boss threatened to fire me that I started to work" 

Reader's Digest Jan. 1983 

"Work expands to fill the time available for its
 
completion; the thing to be done swells i perceived
 

importance and complexity in a direct ratio with the
 
time to be spent in itscompletion"
 

-Parkinson's First Law 

Prepared by: S.B.W. de Silva, Commandant, National 
Auxiliary Force, Ministry of Defence 
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MANAGING PEOPLE AT WORK
 

I. WHAT ARE THE EXPECTATIONS OF PEOPLE AT WORK? 

At organizational level - Total effectiveness 
Individual Level - Work effectiveness 

2. THE SIGNIFICANCE OF EFFECTIVENESS AND EFFICIENCY IN A WORK ENVIRONMENT. 

Rules and Controls - necessary
 

Too many rules and controls are counter productive.
 

Such controls suffocate the creative and self motivational spark in employees.
 

3. TERMINAL OBJECTIVES 

Individual v iriable. 

(a) Ability 
(b) Intelligence and aptitude 

(c) Attitudes 

(d) Personality 

(e) Motivation 

4. ORGANIZATION VARIABLES 

(a) Group influence 

(b) Leadership Style 

(c) Communication 

(d) Performance Evaluation System 

(e) Reward System 

5. STRUCTURAL VARIATIONS 

(a) Mechanistic Vs. Organic 

(b) Centralized Vs. Decentralized 

(c) Co-ordination through hierarchy Vs. Task Forces 

(d) Position based authority Vs. knowledge based authority. 

Prepared by: A. Joseph, Director,
 
Police Higher Training Institute.
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GROUP DISCUSSION AND TEAM APPROACH
 

1. INTRODUCTION 

1.1 	 The importance of groups 
All day long wo interact first in one group and then in another. We Hv' in a dwelling as part of a group, we learn 
in groups contained in the same classroom, we work in groups, we interact with friends in groups, and we spend 
much of our leisure time in groups. Our family life, our leisure time, our friendships, and our careers are all filled 
with groups. We are born into a group called the family, and we would not survive the first few minutes, the first 
few weeks, or even the first few years of our lives without membership in this group. It is within our family a-'d 
peer groups that we are socialized into ways of behaving and thinking, educated, and taught to have certain 
perspectives on ourselves and our world. Our personal identity is derived from the way in which w,: are perceived 
and treated by other members of our groups. We learn, worship, and play in groups. As humans we have an 
inherent social nature: Our life is filled with groups from the moment of or birth to the moment of our death. 

2. WHAT IS A GROUP ? 
A group has the following characteristics 

2.1 - Interpersonal Interaction 
2.2 - Perceptions of Membership 
2.3 - Interdependency 
2.4 - Goals 
2.5 - Motivation 
2.6 - Mutual Influence 

A group may be defined as :'wo or more individuals who (a) interact with each other, (b) are interdependent, (c) 
define themselves and are defined by others as belonging to the groip, (d) share norms concerning matters of 
common interest and participate in system of interlocking roles, (&;)influence each other, (f) find the group 
rewarding, and (g) pursue common goals. 

3. 	EFFECTIVE GROUPS AND EFFECTIVE GROUP SKILLS. 

Any effective group has three core activities: (1) accomplishing its goals, (2) maintaining itself internally, and 
(3) developing and changing in ways that improve its effectiveness. A successful group has the quality and kind of 
interaction among members that integrate these :liee core activities. Group members must have the skills to 
eliminate barriers to the accomplishn.nt of the group's goals, to solve problems in maintaining high-quality interac­
tion among members, and to overcome obstacles to the development of a more effective group. To be an effect:i.e 
group member, you need an understating of what group effectiveness is and how your behaviour can contribute to 
this effectiveness. There are several dimensions of group effectiveness that relate to these core activities, and 
together they make up a model that can be used to evaluate how well a group is functioning. This model provides a 
sense of direction to the building of the productive group by stating what, ideally, the group should be. An 
awareness of the difference between the ideal model and the way in which their group is functioning will motivate 
group members to improve their effectiveness. 

3.1 	 Group goals must be clearly understood, be relevant to the needs of group members, highlight the positive
 
interdependence of members, and evoke from every member a high level of commitment in their accomplish­
ment.
 

3.2 	 Group members must communicate their ideas and feelings accurately and clearly. Effective two-way communi­
cation is the basis of all group functioning and interaction among group members.
 

3.3 	 Participation and leadership must be distributed among members. All should participate, and all should be
 
listened to. As leadership needs arise, members should all feel responsibility for meeting them. The equalization
 
of participation and leadership makes certain that all members will be involved in the group's work,committed
 
to implementing the group's decisions, and satisfied with their membership. It also assures that the resources of
 
every member will be fully utilized, and increases the cohesiveness of the group. 

3.4 	 Appropriate decision making procedures must be used flexibly if they are to be matched with the neels of the
 
situation. There must be a balance between the availability of time and resources (such as members' sl:ills) and
 
the method of der'-*,ii making used. Another balance must be struck among the size and seriousness of the
 
decision, the Lommitment needed to put it into practice, and the method used for making the decision. The most 
effective way of making a decision is usually by consensus (unanimtos agreement). Consensus promotes distri­
buted participation, the equalization of power, productive controversy, cohesion, involvement, and commtment. 

3.5 	 Power and influence need to be approximately equal throughout the group. They should be based on f;xpertise, 
ability, and access to information, not on authority. Coalitions that help fulfil personal goals should be formed 
among group members on the basis of mutual influence and interdependence. 

3.6 	 Conflicts arising from opposing ideas and opinions (controversy) are to be cnro!,raged. Controversies promote
 
involvement in the group's work, quality and creativity in decision making, and commitment to implementing
 
the group's decisions. Minority opinions should be accepted and used.
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3.7 	 Group cohesion needs to be high. Cohesion is based on members liking each other,each member's desire to 
continue as part of the group, the satisfaction of members with their group membership, and the level of 
acceptance, support, and trust among the members. Group norms supporting psychological safety, individuality, 
creativeness, conflicts of ideas, and growth and change need to be encouraged. 

3.8 	 Problem-solving adequacy should be high.Problems must be solved with minimal energy and in a way that 
eliminates them permanently. Procedures should exist for sensing the existence of problems, inventing and 
implementing solutions, and evaluating the effectiveness of the solutions. When problems are dealt with 
adequatly, the problem-solving ability of the group is increased, innovation is encouraged, and group effective­
ness is improved. 

3.9 	 The int,.rpersonal effectiveness of members needs to be high. Interpersonal effectiveness is a measure of how 
well the; consequences of your behaviour match your intentions. 

4. TYPES OF GROUPS IN ORGANIZATIONS 

Group Type Characteristics 	 Examples 

Functional Member relationships specified by the structure of Head nurses supported registered 
Groups the organization, nurses, practical nurses, and 

nurses' aids. 

Involves super:ior subordinate relationship. Manager of accounting supported 
by staff accountants, financial ana-

Involves accomplishment of ongoing tasks. lysts, computer operators & secre­
taries. 

Generally can be considered a formal group. 

Task of Project Member relation:;hips established for the accom- Project-planning teams 
Groups plishment of a specific task. 

Committees, 
Short-term or long-term duration. 

Si. cial task forces 
Can involve superior-subordinate relationship. 

Generally can be considered a formal group. 

Interest and Member relationships formed because of some Trade unions also cari be a functional 
Friendship Groups. common characteristics such as age, political be- group. 

liefs, or interests. 
Social groups 

Generally can be considered a formal or informal 
group. Recreation clubs. 

Goals can be congruent or incongruent to organi­
zation's goals. 



5.GROUP COHESIVENESS 

Each one of us at one time or another has observed or been part of a group that possessed a degree of closeness or 
solidarity that made working with the group a pleasure. Termed group cohesiveness, this is a structural situation in 
which the factors acting on group members to remain and participate in :he group are greater than those acting on 
members to leave it. Group cohesiveness presents at least two important implications for managers. First, cohesiveness 
is an important indicator of the degree of influence the group as a whole has on individual members - the greater 
the cohesiveness, the greater tie group's influence on members. 

5.1 	 Group goal achievement. If the group agrees on the purpose and direction of its activities, the group is bound 
togelher for better performance. 

5.2 	 Frequency of interaction. When group members have the opportunity to interact frequently with each other, 
the probability for cohesion to develop will increase. For the shuttle group, the manager may want to schedule a 
number of meetings (formal and informal), and possibly, physically design the office lay out so that officers are 
close together. 

5.3 	 Personal attractiveness and dependence. Cohcsiveness is increased when members are attracted to one 
another, creating a slate of mutual trust and support. This can be accomplished by adding members who get 
along well with others and have the exp,--rtise to perform at high levels. What the group stands for and what it 
does -its norms, friendships, conimnication networks - are bonds that attract the individual to the group. 

5.4 	 Evaluation as a group. While it is important that individual performance be evaluated and rewarded, cohesion 
can be increased by evaluating the group as a whole. 

5.5 	 Group prestige and status. Cohesion can increase by according the group some prestige or status - in other 
words, aspects that make existing group members feel good that they are members and that cause other 
employees to want to become members. This can be done by openly recognizing the excellent performance of 
the group, frequently rewarding or promoting group members, stressing the important skills and abilities 
required for group membership, or allowing great independence of action among group members. 

GROUPS IN ORGANIZATIONS 

Groups Form for Reasons 	 Group Activity 

Task accomplishment 	 Causes Outcome 

Problen-solving Productivity 

Proximity and attraction 
Member satisfaction 

Socio-psychological 

Decision-making 

Different Types of Groups Groups Follow Structural components of 
Emerge (Formal & Infor- Groups Evolve 
mal) Developmental 

Norms
 
Functional or Command Sequence
 Stat us 

Task or Project Orientation 	 Roles 

Interest or Friendship Problem-solving Cohesion 

Growth & Production 

Evaluation and Control 
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THE NEED QUIZ 
seven possible responses:EERCISE The following questions ha',

01. 	 Please mrk one of the seven responses by circling the number that corresponds to the response that fits your cpinion. For 	 example, if you "strongly agree"
circle the number "+3". 

02. 	 Complete every item. You' have about ten minutes to do so. 
Strongly Slightly Don't Slightly Strongly
Agree Agree Agree Know disagree disagree disagree 
+3 +2 +101. Special wage increases should be given to employees who do their jobs very well. 	

0 -1 -2 -3+3 +2 +1 0 -1 -2 -3 
02. Better job descriptions would be helpful so that employees would know exactly what isexpected of them. +3 +2 +1 0 -1 -2 -3 
03. Employees need to be reminded that their jobs are dependent on the company's ability to +2 +1 -3compete effectively. 	 +3 0 -1 -2 

04. Managers should give a good deal of attention to the physical working conditions of theiremployees. 
+3 +2 +1 0 -1 -2 -3 

05. 	 Managers ought to work hard to develop a friendly working atmosphere among their 
people. 

+3 +2 +1 0 -1 -2 -3 
06. Individual recognition for above standard performance means much to employees. +3 +2 +1 0 -1 -2 -3 
07. 	 Indifferent supervision can often bruise feelings. +3 +2 +1 0 -1 -2 -3 
08. Employees want to feel that their real skills and capacities are put to use on their jobs. +3 +2 +1 0 -1 -2 -3 
09. 	 Company welfare facilities are important factors in keeping employees on their jobs. +3 +2 +1 0 -1 -2 -3
 
I0. Almost every job 
can be made more stimulating and challenging. 	 +3 +2 +1 0 -1 -2 -3 
11.Many employees want to give their best in everything they do. +3 +2 +1 0 -1 -2 -3 
12. 	 Management could show more interest in employees by sponsoring social events after
 

hours. 
 +3 +2 +1 0 -1 -2 -3 
13. 	 Pride in one's work is actually an important reward. +3 +2 +1 0 -1 -2 -3 
14. Employees want to be able to thin, of themselves as "the best" at their own jobs. +3 +2 +1 0 -1 -2 -3 
15. 	 The quality of the relationship in the informal work group is quite important. +3 +2 +1 0 -I -2 -3 
16. 	 Individual incentive bonuses would improve the performance of employees. +3 +2 +1 0 -1 -2 -3 
17. 	 Visibility with upper management is important to employees. +3 +2 +1 0 -1 -2 -3 
18. Employees generally like to schedule their own work and !n make job-related decisionswith minimum supervision. +3 +2 +1 0 -I -2 -3 
19. 	 Job security isimportant to employees. +3 +2 +1 0 -1 
 -2 -3
 
20. 
aving god equipment towork isimportant to employees. 	 +3 +2 4-+ 0 -1 -2 -3
 



Step 1: Trknsfer the numbers you circled in the questionnaire to the appropriate places in the spaces below. 

Self-acualization needs Esteem Needs 

10. 06. 

11. 08. 

13. 14. 

Is. 17. 

Total Total 

Social Needs Security Needs 

05. 02. 

03.07. 

12. 09. 

15. 19. 

Total Total 

Basic Needs 

01. 

04. 

16. 

20. 

Total 

Step 2: Record your total scores in the following chart by marking an "X" in each row next to the number of your 
total score for that area of needs motivation. 

NEEDS -12 -10 -8 -6 -4 -2 0 +2 +4 +6 +8 +10 +12
 

Self-actualization
 

Esteem
 

Social
 

Security
 

Basic
 

Low High 
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MOTIVATION
 

INTRODUCTION
 

Motivation is concerned with the "why" of human behk viour. Why do people do things? Why does Ranjith have 
so much harder than Saman? These questions can befrequent problems with the boss? Why does Anil work 

partially answered with an understanding of human motivation. Motivation is important to management for three 

reasons; First, employees on the job must be motivated to perform at an acceptable level. Second, managers 

themselves must be motivated to do a good job. Third, employees ( managerial and non managerial) must be 

motivated to join the organization. 

WHAT IS MOTIVATION? 

Motivation has been defined as "all those inner-striving conditions described ais wishes, desires, drives, goals and 

force. It is an inner state that activates, moves or energises and that directs or channels behaviour toward goals". 

This definition has ti-ree important charteristics. First it is concerned primarily with that which energises or 

moves human behaviour, second it focuses on what directs or channels such behaviour, and finally it asks how 

behaviour is sustained or maintained. From a manager's perspective, a person who is motivated can be described 

as follows :-
The person works hard
 
The person sustains the pace of hard work
 
The person's behaviour is self-directed toward important goals.
 

Thus, motivation involves effort, persistence, and goal. 

THE MOTIVATION PROCESS 

An unsatisfied need is the starting point in the process of motivation. A deficiency of something within the 
to behaviour. The unsatisfied need causes tensionindividual, it is the first link in the chain of events leading 

kind of behaviour to(Physical or psychological) within the individual, leading the individual to engage in some 

satisfy the need and thereby reduce the tentoion. Note in the diagram shown below that this activity is directed 

towards a goal. Achieving the goal satisfies the need, and the process of motivation is complete. For example, an 

achievement - oriented person is driven by the desire to succeed and is motivated by a desire for a promotion and 

or accomplishment in order to satisfy the need. 

ji]1.Unsatisfied need [ 7 Drive 

2. Goal - directed behaviour3. Need satisfaction - Goal 

The Process of Motivation 

MOTIVATION PROCESS 

are innate (Eg. needsMotivation begins with a need, a felt deficiency. Individuals have many types of need. Some 

for food, water, sex and sleep), and some are learned (Eg. needs for achievement, affiliation, and power). The 

learned needs, of course, are much more important to the motivation of employees than are the inborn needs. 

Once a need develops, it sets up a drive. A drive is simply the behavioral outcome of a need; it is deficiency with 

direction. The drive is aimed at a goal which will alleviate the deficiency. A goal in the motivation cycle can be 

defined as anything that fulfils a need. For example, individuals who have a strong desire to be with others ( a 

high need for affiliation) may attempt (drive) to increase their interactions with those around them (behaviour) 

in the hope of gaining their friendship (goal), Therefore, motivation should be thought of as involving needs, 
to the manager in understanding the motivation of employ­drives behaviourc, and goals. All four are important 

ees. 
One of the problems in studying motivation is that it cannot be felt, seen, or heard directly throtgh observable 

behaviour. Rather, it is an intervening variable. An intervening variable is used to account for internal (and 

unobservable) psychological processing that in turn directly affects behaviour. Thus motivation , like learning and 
wants to study the effect of different kinds of incentivesanxiety; is an "in-the-head" variable. The manager who 

(economic, psychological, etc,.) must be aware that motivation is an intervening variable and that an employee's 

motivation can be measured or inferred only from the employee's behaviour. But herein lies the problem. In order 
it. Yet because motivation is not directly observable, the managerto study motivation, a manager must measure 

must always measure presumed effects of nmotivatitmn, such as performance, turnover, grievances, and the like, and 

itself. For example, if we observe that a lathe operator is producing more axles than his coworkers,not motivation 

we can infer that he is more motivated (assuming similar abilities and skills).
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BASIC THEORIES OF MOTIVATION 

There are numerous theories of motivation. We will look at two theories which managers have used widely, viz.,
need theory and the two-factor theory. 

NEED THEORY. 

Behavioural scientists often state that all behaviour is motivated and that this behaviour serves the individual'sneeds. Without motivation, the individual would not behavc, but would be an inert lump, doing virtually nothing.Moved into action by a need, thi individual engages in goal-directed behaviour until the need has been satisfied.The action serves the need; the behaviour is the means by which the need is reached. For example, a hungryperson who needs food, is driven by a lack of food, and is motivated by a desire for food in order to satisfy theneed. This continuous search for appropriate behaviour begins with a felt need and ends with goal-directedbehaviour that satisfies the need. A.t.Maslow's theory of human motivation is concerned with needs and how theindividual's behaviour is directed toward the satisfaction of such need, therefore, let us examine an individual'sneeds in more detail, following the r.ced hierarchy of Maslow. 

MASLOW'S HIERARCHY OF NEEDS 

Ma'slow's need hierarchy theory has enjoyed widespread acceptance, since it was introduced around 1943. His
theory of motivation stresses two fundamental premises:­01. 	 Man is a wanting animal whose needs depend on what he already has. Only needs not yet satisfied caninfluence behaviour. In other words, a satisfied need is not a motivator.
02. Man's needs are arranged in hierarchy of importance. Once one need is satisfied, another emerges and 

demands satisfaction.
Maslow hypothesized five level of needs, these needs are (1) physiological, (2) safety, (3) social, (4) esteem, and (5)self actualization, lie placed them in a framework referred to as the hierarchy of needs because of the differentlevels of importance. This framework is presented in the diagram below. 

Esteem. Self-estecm, estcem for others 

Belongingness and love (acceptance, friendship) 

Safety and security 

Physiological : thirst, hunger 

BASIC THEORIES OF MOTIVATION 

Maslow states that if all of a person's needs are unsatisfied at a particular time, satisfaction of the morepredominant needs will le more pressing than the others. Those that come first must be satisfied before a higher­
level need comes into play. Let us briefly examine each need level:­

01. 	 Physiological needs. This category consists of the human body's primary needs, such as food, water, and sex.Physiological needs will dominate when they are unsatisfied, and no other needs will serve as a basis formotivation. As Maslow states, "a person who is locking food, safety, love, and esteem probably would hunger
for food more strongly than for anything else". 

02. 	 Safety needs. When physiological needs are ,.dequately met, the next higher level of needs assumes impor­tance. Safety needs include protection from physical harm, ill health, economic disaster, and the unexpected.From a managerial standpoint, safety needs show up in an employee's attempts to ensure job and fringe
benefits. 

03. 	 Belongingness and love needs. When people's physiological and safety/security needs are satisfied, theirneeds for belonging and love become motivators. This level on the hierarchy represents a clear-cut step awayfrom the purely physiri needs; non satisfaction of these third-level needs may affect the mental health of theemployees. This leve, emphasizes needs for/association, acceptance by other people, and for giving and receiv­ing love. The tightly knit work group may, under proper organizational conditions, be far more effective inachieving goals than an equal number of separate individuals. 
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Esteem needs. These needs refer to the needs for both self acceptance and recognition by others that one is a04. 	
valuable and worthwhile person. The individual needs to feel genuinely respected by his or her peers in and 

out of the work environment. Satisfaction of these needs leads to a feeling of self-confidence and prestige. 

more what one is, to become everything that one is05. 	 Self-Actualization. The "desire to become more and 
own potentialcapable of becoming". is the capstone on the hierarchy. Here are the needs for realizing one's 

persons must be 1) free from illness, 2) sufficientlyand for continued self-development. Self actualizing 
gratified in their basic needs, 3) Positively using their capabilities, and 4) Motivated by some values which 

they strive for and to which they are loyal. 

INFLUENCE IN THE FIVE NEED HIERARCHY CATEGORIESAREAS OF MANAGEMENT 

Need Category 	 Management influence Areas 

Self -actualization 	 Challenges in Job, 
Provide advancement opportunities,
 
Permit creativity,
 
Encourage high achievement.
 

Recognize and publicize good performance
Esteem 
Significant job activities, 
Respectful job title, 
Responsibility. 

Permit social interactionSocial 
Keep group stable. 
Encourage cooperation 

Safe working conditionsSafety 
Job security 
Fringe benefits 

Fair salaryPhysiological 
Comfortable working conditions,
 
Heat, lighting, space,
 
Air conditioning.
 

to byApplying Maslow's theory in management. The need 	hierarchy theory Aswidely accepted and referred 
complete understanding of human motivation or the means

practising managers. Although it does not provide a 
an excellent starting point for the student of management. The hierarchy is

to motivate people, it does provide 
of the factors that motivate easy to comprehend, has a great deal of common sense validity, and points out some 

people in business and other types of organizations. For example, most organizations in industrialized nations 

such as the United States, Canada, Japan, and West Germany have been extremely successful in satisfying lower­

level needs. 

Through wages and salary, individuals are able to satisfy the physiological needs of themselves and their families. 
or safety needs through both salary and fringe-benefit programs.Organizations also aid in satisfying security 

Finally, they aid in satisfying social needs by allowing interaction and association with others on the job. 

NEED NON - SATISFACTION 

What happens when needs are not satisfied? Unsatisfied needs cause internal tension, which the individual strives 

to avoid. Under these conditions, the individual experiences frustration. The football player who works out daily to 
the squad on the last day is an example of an individual who would

make the school team only to be cut off from 
probably be quite frustrated. His goal of making the team, the attainment of which would have brought the 

satisfaction of several needs (Eg. belongingness and esteem), has been blocked. 

The ways in which individuals cope with this frustration will vary from person to person. Some people will react 

in a positive manner, others in a negative manner (defensive behaviour). 

to
Mechanisms for Dealing with lrustration. Non - attainment of a need is frustrating. One mechanism available 

withd raw. Withdrawal may be physical, Eg. absenteeism and turnover (quitting), or it may be
people is to leave or 

example, the player may go to another school (externaland take the form of apathy. In oir football 

at the same school a nd lose interest in football.


internalized 
withdrawal) or remain 

is most readily olservable as a
Under most conditions, tie coinmion reaction to frustration is aggressi n, which 

a direct attack on the source in a way that cLai alleviate the frustra­
move ouitward (Eg.externalized). If there is 

mentally healthy. On the atlher hand, it may generate hostility and violence.
tion, this may be reasonable and 

innocent third parties, a process known as displacement.
Un fortunately, aggression is sometimes directed touward 

and finds fault with everything the
The teacher who enters the cl-ssrooro a fter being pulled trp by the principal 
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is doing, ig4res;sion. Your who h; riciived a itiglh tiuie from 

and "sna0ps back" at you whein voin tskhimt 0 simple question might hie;imother extimplh.
 
cl:,';s is showing disjlacci hw s juitt 	 his supervisor 

If itoggresi;iii i:iInternalized, f otiion develops A person who fixiteo:poiists in giving the :;inle response that led 
tot tilt! frustrattion of the needl even though thn rsjpil.ose is improper. The accountint whio still gathers data 
accoridinig toi l,-tcedures learned in the gool oId days i:;in troihule whei tow elt-t'ronic data processing teehniqlues 
are int roiluced. 

iiund 	 n;iny(onstructive Blehivitur. Oin the Othor linl . vIi tiei litedly finmiiir with -xiniples of constructive 
adaptive bhavio~ur. 

'fhe incentive worker wIn is frustratd lb' the rmitine of"the job maylt ive foi recognition offf the job by t;eeking 
election to leiderslip rosts in civic irlr'ltizations {or[nay chartnel his oirter energies into non-work-reluted 
aictiviti,,s, stcl as lohLio,; and tloe repairs;, to finld personal fulfilnut. 'l- foitlill plaver mentined previously 
iniy settle for mnoking the second eleven or decide to develop his ilntlitiis its 	 ire two (of theoiiithhlti. 'leese ionly 

Inilny xiph-es of con:trnctike itlaptivUye l.haviotir which individtul ; eiii'ilV to reduce their frustrations and 
s,,atisfv their i;.ti( 

IIERZIIERG'S TWO-FACTOR TIIEORY 

Aotler coitint. xpl,ti-itiiit of nItitivittion wo. mlvanctil by Irtderick Ilerzberg in 19.59. lie litsedihis theory on i 
study of ncoditi:f't |ms inl in the r,:portei iotiv; inon-tl fvfctL; of these satisfactions on 200 engineers and 
oco~li T lie1; th,-ir i reftrreti to i. the two-fictoir theory (ifnotivitiin. 

1I the s.tdy if engineers ;ikl acciuntants, llcrzberg and his aistociotes asked the subjects to think if tiies both 
whlot tho. felt e.aleciaily gid andNwler they felt esl.ecitlly b:d ;boat their jobs. Each ennpliyce was then asked 
to tiescribe rt, condition thitt l(d to these pirticil; r feeling~s. It wAs found that, the employees named different 
kinds of iti it s itscauses if' eich if the feelings. For examph,,if recol.'nition led to it good feeling about the 
jol, the lick of recognition wis selhlott ilicated 0s cause if bad feelings lta,ed il the study, llerzlerg reached 
tNY.)citncIl sion S:­

eiployees when 
preselce of these ctnditiiis lies nit biild strong iiutiv;itin. llerztierg called these maintenance factors, 
since they are mCessary tio nlainti it reasonable level if s;mtisf;ction. Ile also noted that many of those have 
often been perct, ivvd ly niangers is fiactors that can iottiviite sulitrdiitttes but lhat they are, in fact more 
potent is ilissitisfiers wheti they ;ire alisent. Ile nikied 10 timiitenance hictiirs. 

Company l'tlics ind Administritiion,
 
'lechnical snuper vision.
 

01. Sonie coinit.ions if a Jitb operait primrily to dis:;atisfy N they ait not present. lhowever, tile 

Interpcrsonal relatitons with super ,isir,
 
Interpersonal relations with peers,
 
Interpe'so nal relations with subordinates
 
Salary,
 
Job security,
 
Personal life
 
Work conditiiins 
Status 

02. 	 Some job conditions build high levels of motivation and job satisfaction. However, if these conditions are not 
present, they do not prove highly dissatisfying. Herzberg detscribed six of these motivational factors, or 
satisfiers. 

Achievement. The work itself
 
Recognition. The possibility of personal growth
 
Advancement. Responsibility
 

In summary, the maintenance factors cause much dissatisfaction when they are not present but do not 
provide strong motivation when they are present. On the other hand, the factors in the second group lead to 
strong motivation and satisfaction when they are present but do not cause much dissatisfaction when they are 
absent. Herzberg's study of engineers and accountants suggested to him that the opposite of satisfaction is 
not dissatisfaction but simply "no satisfaction". 

You have probably had noted that the motivational factors are job centered; that is, they related directly to 

the job itself, the individual's performance, the job responsibilities, and the growth and recognition obtained 
from it. Maintenance factors are peripheral to the job itself and more related to the external environment of 
work. Another important finding of the study is that when employees ire highly motivated, they have a high 
tolerance for dissatisfaction arising from the maintenance factors. However the reverse is not true. 

Intrinsic motivators are part of the job ond occur when the employee performs the work. The opportunity to 
perform a job with intrinsic motivational potential is motivating because the work itself is rewarding. 
Extrinsic motivators are external rewards thut have meaning or value after performing the work or away 
from the work place. They provide little, if any, satisfaction when the work is being performed. Pay, of course, 
is a good example of what Herzberg classifies as a maintenance factor and what some psychologists call an 
extrinsic motivator. 
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APPLYING H1RZBI3EI 'S THEORY IN MA NAGEM EN'i 

Few would argue thot hlIrzbvrg still cotrilolt,,; subst;iially to our thinking on motivatioz at work. lIecertainly has extended MIisiw's ileas alid nmade the H rorvapplicable to the work situation, lIe has drawnattention to the critical itplJrtnilcv, in worl iilot ivroten if job centered factors previously given little attentionby beha ioural scientists. This insight hit., rtsulted in in inciased interest in joh enrictnaint, an effort to 
restructure jobs to increase .r k,.r ;itisfaction.
 

Ilerzberg's resplist t,, motivation problenis is 
an important one. 'raditioinlly, ilainalgers would restiodmotivation problems with niore 
to 

mney, incriii;ed fringe benefits, ind improved working conditions. Often, theresult of such actions was still noi more effort t,, work harder. Ilerzberg's theory oflers an explaniation for thissituation. If managers focus only on maintenance factors, motivation will not occur. The motivators must be built
in to the job to improve motivation. 

JOB ENRICHMENT 

It appears that many workers are becoming increasingly dissatisfied and frustrated by routine, mechanicallypaced tasks and are reacting negatively with output restrictions, poor quality work, absenteeism, high turnover,
pressure for higher wages, expanded fringe benefits, and greater participation in decisions that directly affecttheir jobs. 

Basically, what this means is that job enrichment occurs by increasing a job's scope and depth. Scope refers to thenumber of activities performed on the job, while depth refers to the autonomy, responsibility, and discretion orcontrol over the job. Job enrichment means that the scope and depth of a job are increased. On the other hand, jobenlargement means that a job's scope, but not necessarily its depth, is increased. 

TIlE CORE DIMENSIONS OF JOBS: 

Five of these dimensions are identified 

1. Variety. The first core dimension is variety in the job. Variety allows employees to perform differentoperations using several procedures and perhaps different equipment. Jobs that are high in variety often areviewed as challenging because they require the use of the full range of an employee's skills. 
2. Task Identity. The second core dimension, task identity, allows employees to perform a complete piece nfwork. Overspecialized jobs tend to create routine job duties that result in a worker performing one part of theentire job. There is a sense of loss or of nonaccomplishment in doing only a part of a jolt. Thus, broadeningthe task to provide the worker with a feeling of doing a whole job increases task identity. 
3. Task Significance. The amount of impact that the work being performed has on other people is called tasksignificance. This impact may be within the organization or outside in the community. The feeling of doingsomething worthwhile is important to many people, for example, an employee may be told by a respectedsupervisor that she has done an outstanding job that has contributed to the overall success of the depart­ment. The task has significance because it is recognized its important for the entire department. 
4. Autonomy. The fou th core dimensiot, autonomy, refers to the idea that employees have some control overtheir job duties and work area. This seems to be an important dimension in stimulating a sense of respons­ibility. The popular practice of management by objectives is one way of establishing more autonomy, becauseit provides employees with an opportunity to set work and personal goals. 
5. Feedback. Feedback, the fifth core dimension, refers to information that workers receive on how well they areperforming. People in general have a need to know how they are doing. They need this feedback frequently sothat necessary improvements can be made. 

Prepared by A.Joseph
Director, Police Higher Training Institute. 
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PEOPLE-ORIENTE D A DMINISTRATION
 

I'eoplo-lorionted al!nilni-;tratiol is C(It.(tnd v. tI I tf- It , r :it,tI\,1r,,:t itIti Ll i i cI I level relatedl to the forial
pllitical represvnt. tiv,. syst i well i, ILtII clip h *. i I tu'ci . ,e't I 	 o.ked,ow i I ri,. tn the id:n i:istrative 

(A) 	 TIlE POLITICAL DIME-NSION.01. 	 The (ilit:thhiawit sy ;t,..III"-ill f I mi ,,,] I"71 o , )(; l T oo flityiIt: ( , ,. I o aff'a.irsill association with,village 
elers). 
-Furth( r developmients

C ief Ille:itdIft if w fic rhi ma18S') Ch IIKora Iens: -oI i,, Ift 
192.1 V -'i empowired I elect t heir rhiliriner1,9-17 "(Y!S 	 Lo.cal (1o: c-'riing tunder D)ept.of ot idl Kachcher; administratioi).
VW 's B,asicatlly non-,levehopintntal flttm~tiollS, liolited revenlue 

-l'rleSrihiyO Mirnlalilyadinked to (ranludaya ,tructiir,,; after 1981) and P'radeshiya Salhhas. (1988) PS. directly 
elected iielllership. 

02. 	 Central GCovernment representatve s.i;tenl- evolution frntlegislative Councils (1833)
-Universal franchise (1931) and elected representativs Stilte Council & lParliamentary system. 

03. 	 l)evlution and l'rovincial Councils (1988)
(i) categpries (if elecled representatives (District & l'radeshiya) 

(B) 	ADMINISTRATIVE DIMENSION 

01. 	 l)ecentrilised systemll lifadministrltion; changes since Independence at hierarchical levels. 

02. 	 l)ecentralisation in the context of promoting people participation 
-to reduce the overload !illdrelieve the congestion at central government level
 
-to transfer reslpnsibility for planning and implementation to sub-national level
 
-to provide for greater utilisation of local resources/support.
 

03. 	 Debureaucratisation process and widening eulitical role (1960's, 1970's, 1980's, DPA, DM, District Councils)
Provision of political leadership and direction find facilitating coordination and control. 

04. 	 Other administrative loechanisms for coordination/participation e.g.

District Cordinating Committees (with MPs, VC chairmen)
 
District Agriculture Committees
 
Divisional Development Councils, APCs/ASCs, People's Committees.
 

05. Sponsoring and involvement If rural organisations ('people sector') in delivery of Government services. 
(i) 	 the process from 1940s(RDSs, Co-operatives, etc.)
(ii) 	 the size of the organised 'people sector' (75000 rural organiisatiions)
(iii) 	 Domination ,)fGovernment sponsored categories over (b) people initiated structures and (c) national 

NGO - sponsored types. (ameans of stronger Goveinnient intervention)
(iv) Government sponsored types: under specific legislazion (Cultivation Committees, Co-operatives etc.) or

under administration procedures (RI)Ss, sports societius, youth clubs etc.)
(v) 	Nature of rural organisations; basically non-politicid, v'domtary, multi-purpose with social development 

focus. 

06. 	 Nation-I level NGOO and Government policy of accommodation 
-cover a wide range of activities (training in leader- hit,, community development, health, nutrition, sanitation,
family planning, rehabilitation, savings and credit !!t-­

"07. Participatory Planning (and Funding)
(i) 	 DDCs (1972-77) and subsequent structures 
(ii) 	 DCB Funds, PC funds 
(iii) 	 NGO projects/funds 
(iv) 	 The reality of village level planning 

08. 	 The programme of taking the Administration to Lhe people (1992) 
-further devolution and further decentralisation
 
-proposed elimination of District structures
 
-strengthening Division level (Gramaraj i concept)
 
-the pros and cons of the scheme.
 

M.B.Warsakoon 
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SUPERVISION
 

An organization can be described as an ar-angcment ly which pople can work more effectively together to accomplish 
the objectives for which the organization w.s set up. 

In order to achieve the most effective results for effort expended there has to b)esomeiguidance and Leadership. For this 
reason Managers and Supervisors hold responsibility for the work of other.,:. They guide work effort toward achievement 
of goals. As result of division of labour specialized contrihutions are niade by different groups toward the overall 
objective. Therefore there rmust le someone Will) should be concerned with the specific objectives of a particular 
department or work group and also how these objectives fit in with the broader objectives of the whole organization.

Thus the supervisor is one of the manageooent team! r,:;ponsible for work of others.
 

Supervision has been defined as "the responsibility for overlooking the work of a group of people oelirating together
according to a plan which has already been decided". Supervision is, therefore, one of the tasks of every executive and 
the supervision plays atkey role in the man-boss relationships at alllevels. lowever, it is customary to apply this concept 
mainly at the lower and middle levels. 

The art of Supervision is concerned with the exercise of patience, foresight, judgment and resourcefulness and should 
not be viewedi as an extension of the Supervisor's previous job as technician. In every organization today, many changes 
are taking place which "affect" the nature of the job of Supervision. Changes resulting from how developments in 
science -,nd technology, work methods and procedures, staff membership all have an effect upon the supervisors jol and
 
present new challenges. Accordingly his job becomes more and more complex. The modern supervisor is called e-on to
miake decisions involving risk and strategy. In the absence of ready-made answers to problems, quite often lie h.'s to 
draw upon his own experience and resourc, fulness. lie niust interpret and communicate to his people. The Supervisor 
must therefore, involve himself in a c:ontinuing programme of self analysis and learning ((nil const ntly add to his 
existing knowledge and skill and prepare himself for changes and developments of the future. 

GENERAL AREAS OF RESPONSIBILITY 

Based on an analysis of the job of supervision it has been possible to identify general areas of responsibility 
common to all Supervisors. Three such broad areas are the following: 

(i 	 Technical (working with material things)
This area is concerned with the effective use of facilities and materials and also the techniques used in 
getting the job done. 
This underscores the need for each supervisor to have some knowledge and skill in the work which has to le 
done by his staff. 

(ii) 	 Human (Working with people) 
Every supervisor must have an understanding of human behaviour and skill in working with people. The 
outstanding feature of his job is the responsibility for work done by others. What is required is not only the 
leadership of his staff but also the ability to work effectively as a member of the larger organization team. 

(iii)Conceptual (work with ideas)
To be effective us a supervisor a good deal of his time must be apart thinking through the problems he may
have to encounter and find solutions to them. llemust weigh facts and make decisions, find new and better 
ways of getting things done and prepare for new developments which may affect the work of his department, 
section or unit. The emphasis here is on individual creative thought.
An appropriate balance must be struck in regard to these three areas bearing in mind that different jobs
will require different patterns of emphasis. This will depend upon the kind of job and also the level in the 
organization e.g. a supervisor at a fairly senior level would have to spend more time and effort to the 
conceptual area. 

THE SUPERVISOR AND THE ORGANIZATION 

The Supervisor is only a part of it complex network of relationships. There are the other individuals and groups.
His decisions and actions will definitely have an effect upon his subordinates, peers, boss and other members of 
higher management. In return the activities of those individuals and groups can have i stimulating or limiting 
effect upon him and his unit. 

PRINCIPLES OF SUPERVISION 

Some of the general principles every Supervisor must know and keep in mind are given below: 
1. 	 People must always understand clearly, what is expected of them. 
2. 	 People must have guidance in doing their .. 
3. 	 Good work should always be recognized. 
4. 	 Poor work deserves contstructive crticism. 
5. 	 People should have opportunities to show that they can accept greater responsibility. 
6. 	 People should be encouraged to improve themselves. 
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FUNCTIONS OF SUPERVISION 

1. 	 Understand duties and responsibilities of job. 
2. 	 Plan how best to accumplish goals 
3. 	 Assign work direct and assist 
4. 	 Study and improve work methods 
5. 	 Increase your own knowledge and skill 
6. 	 Train your subordinates 
7. 	 Evaluate performance. 

THE ART OF SUPERVISING 

The skill of supervision will develop only with practice. flow you put the principles into practice make the art of 
supervision. Some good rules are listed below: 

L 	 How to begin supervising 
- know your people as well as you can 
- know all parts of your job. 
- Never assume that you know all there is to know about the jobs in you unit. 

2. 	 How to give orders
 
- the crudest way is to give a direct command
 
- the best way is to suggest
 
- always keep the sting out of an order (Unless it involves a disciplinary measure)
 
- explain the reason behind the order.
 

3. 	 How to get help from your people
 
- Judiciously delegate authority to act and to make decisions.
 

4. 	 How to make decisions
 
- Make it with as much promptness as possible
 
- be sure you have the authority to make it
 
- be sure you have all the facts
 
- be sure you have weighed all angles
 
- Decide and make it stick
 

5. 	 How to criticize
 
- praise in public
 
- criticize or reprimand privately
 
- start by telling 'the good' done
 
- then tell in a friendly way what you dislike and why
 
- keep in mind that the dignity of people is a very important consideration
 

6. 	 How to settle grievances
 
- get all the facts
 
- get both sides if two people or factions are involved
 
- obtain authority to settle (if you don't have it)
 
- never ignore a grievance
 
- be fair, be impartial and well understood.
 

7. 	 How to deal with Problea child 
(a) 	 - talk to the person 

- get Y' n to see what the fault means to you, to him, to the organization.
 
- get L.in to tell you how he expects to overcome it
 
- agree with him on a course of action.
 
- inform him of progress
 

(b) 	 (if the first attempt fails try again)
 
- get him to promise
 

(c) (if 	the fault persists go over once more) 
- begin to consider erformance rating, effects on his opportunities, job,salary,family .. so on 
- try to gain his co-operation 

(d) 	(if there is still no progress)
 
- talk it over witi. your superior and agree on a course of action
 

Prepared by U.Karunasekera 
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LABOUR LAWS OF SM LANIKA
 

Law is a technique for the regulation of social )ower. The ritlciple of lihou r 1,1w is In regulh, to Support i,'i :i 

restrain the power of the management and the power of'organized hleiti,. Thll iautir ohyjti e of labour liw l ;is ;II,:_ys 
leen to I)ea countervailing force to counteract the invtpuality of !ctr.ilini iw tr is the v!oployllientlwhicbilileneitt ill 
Ilationship. Most if what we call as protective Registration - th" Wi;',.e' 1iard Ordillalc, the l'actri;(t iutuct, the 

the Gratuity Act, the E ploees l (. to 10.1,Maternity Benefits Ordinaince, hti 'rvil.v if , t.' , 1l i,)th1 in this conteXt. 

ru)Titl,t(t bfiro 
the .ervice Contracts )rdinance was eiactet l.Legislation tevelopiuient hals s-;tltturipu l!ii tw Iprvi.ivll:t oil the esisting 

practices itl st basis of relatlotlship betweeII the eIIployer ;IfIIl the eitol I yeeo. It carnot h v 

The relationship between :tneilvyer al an empjloyee is oin' of ild wts g.,verold by cus tnie 16(5 when 

haII,( ditoisln(I 1IL' contractualI 

denied th,tt at happy le]:,i.tisilIhip between the employer ,iii the employee leals to liti to terformiiance illthe develop­
1iiieli t proc ss. 

The origins tf labour laws iii Sri Lanka coull le traced to the p(titd following the import if cheap labour f.cim the 
neighbouring intliut. The retluetice of' the local labour to work in the plilnttations tuld the need to facilitate the imlport (i 

foreign Ltiotir to ian the planitatiotn; resulted in the first abour legislation - Ordinance No. 5 of 1844. Much ,i the 

labour legislation that followed - Ordinance No.15of 1858, No. 11of 1865 Ordinance No. 17 of 1880, th. Estate Indian 
Lablur Ordinance No. 13 of 1889 - all dealt with Indian iabiur. It was only 'in the aiftermath of the first world war and 
withI the spread of lib Constitutin in Ceyloneral ideis inEurope and the introduction of 1)onoughniire that labour 
legislation came to le concerned with local labour. The Trade Union Ordinance No.14 of 1935, the Maternity Benefits 
Ordinance No.32 of 1939, the Wages Board Ordinance No.27 of 1947 the Factories Ortliniance No.45 of 1942, tle 
Workiten's Compensation Ordinance No. 19 of 1934 are some of the important pieces of legislation passed during this 
period. 

THE TRADE UNION ORDINANCE (CHAPTER 138)- NO.14 OF 1935 

The Trade Union Ordinance came into operation in Ntvember 1935. It provides for atny seven (7) persons to form a 
Trade Union. The Act guarantees immunity from civil ttd criminal liabilities for any action done in the 
promotion of tiny trade union action and enables the Trade Unions to function effectively. The Ordinance defined 
the "Trade Union" as an association or combination of workmten or employers, whether temporary or permanent 
having among its objectives one or more of the 4 objectives mentioned in the Ordinance. Trade Unions should 
apply for registration within 3 months of their formation substantially in form '1'giving the ntme, registered 
address of the Union, the names and addresses of the wirkmen applying for registration, the a(te of formation of 
the Union, the numher of members, names of office bearers, their occupations, address and ages together with 
uncancelled stamps to the 'alue of Rs. 1/=. The application for registration should be accompanied by a list of 
rules of the Union, which should provide for the name, the place of meeting, the objectives, the purpose for which 
funds shall be used, the conditions under which a member is entitled to benefits, the fines and forfeitures on 
errant members, rules regarding election and removal of office bearers. It should also tontain the names of 
officers responsible for finances and for annual or periodical audit of accounts. The Ac . requires that the 
Secretary of every registered trade Union to furnish annually to the Registrar on or before the prescribed date in 
each and every year a general statement audited in the prescribed manner of all receipts and expenditure during 
the period of 12 months ending on the 31st day of March next preceding such prescribed date and of the assets 
and liabilities of the Trade Union as at 31st day of March. The Statement shall be accompanied by a copy of the 
Auditor's report. The Ordinance does not permit members of armed forces, police officers, prison officers and 
Judicial officers to be members of a Trade Union. It also does not permit public servants of different categories to 
combine in a trade Union. Non Staff Officers' Trade Unions will have to confine membership to either depart­
mental -wise or Services - wiqe. They are not permitted to federate with Unions in other services. Staff Officers' 
Trade Unions have to provide for non - affiliation, non - federation and cannot have political objectives or political 
funds. The Ordinance permits the registrar to cancel a registration of the Union for one of the following reasOns: 

(1) At the request of the Union. 

(2) If the registration had been obtained by fraud or mistake. 

(3) If the rules and objectives of the Union are unlawful. 

(4) If the Union violates the Trade Union Ordinance and does not furnish the annual returns to the registrar. 

(5) If the Unions funds are expended for illegal purposes. 

(6) If the Union had ceased to exist. 

The Ordinance permits 2 outsiders to hold office in the Trade Union one as President or Secretary and the other 
as an ordinary member. 
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TIE SHOP & OFFICE EMI 1 I.OYL:ES REtItJLATION OF EMPLOYMENT & REMUNERATION) 
ACT NO 19 OF 1954 

The Shop & Office Eniphoycs Act was ,rctrt ini 1954 ;Isit was found that the Wag'es loArd Oidificc wInS 
in:rdciiua.e to iover ill nisrirvyes in th,- is ntd,'t;t, ctor. 

The Act covers all shq; vnplcv.'s and ciiplh,ye.i ill hh Lercaintik offices anid chose in cognate employment. The 
coverage of the Act is conrditioned by th l def iuitionm; 'Shop' & 'Office' is set out in Section 68() of the Act. The 
Act deals with hours Of work , wekly.,cisua,'. stnd an annual leave, health & comfort of employees, seating
accrmiilollit ion of feliii;i. employees, rsLernity benefits ,nd about the records to he mai'tined under 1.1w Act. 

The 	Act stipulates the not ,al working hour:, ais8 exclusive of any interval for meal or rest on 5 days of the week 
find as 5 exclusive of aoy interval for tocal or rest in one diiy of the week and as 45 hours in a week. The working
hours should Ile continuous except for an interval or intervils for meals or rest. A spread over of 4 hours is
permitted in tire case of residential hotels. The Act requires that every employee le allowed an interval of half 
an hour for rest or for a mcal at tileternmi atmon of each period of 4 hours, during whichl he had been contin­
uously employed and where such period of 4 hours terminates between the hours 11 a.m.and 2 p.m. or 7 p.m. find10p.m. tileemployee should le allowed at the termination of such period, an intervals of 1 hour for lunch or 
dinner as thye case may le. The Act ensures a certain amount of holidays find leave to employees covered by the
Act for the purposeif taking a vacation or rest, attending to any private business, participate ini any religious
observances or on account of ill health. The Act does not provide tiny medical leave. It provides 14 days annual 
leave in the second year of employment, for 7 days casual leave and for 9 days mercantile leave. Where the
employee has worked for 28 hours of normal work in a week he is entitled to be paid for weekly holidays of 1%
days in the week. Where an employee works in excess of 9 hours (including an hour for meal or rest) in any of
the 5 d-iys of the week or 6 hours inclusive of one hour for meal or rest on the half day, the employee is entitled 
to be paid at Vi,times the normal wages. The Act forbids employment of women workers or young persons under
18 years of age on overtime work but this is observed in the breach. The ceiling of 12 hours on overtime work is
also not enforced by the department. The Act provides for 84 days of paid leave as maternity benefits for the first 
two live births and for 42 days paid leave for the subsequent births. This leave is in addition to all other leave the 
employee is entitled under the Act. 

The 	Act also requires that every employer who employs tiny person in or about the business of any shop or office 
to furnish such person on the date of his employment with muletter of appointment stipulating the terms and
conditions of employment, to maintain a service record in Form F and a remuneration record in the premises. 

THE EMPLOYEES' PROVIDENT FUND ACT - ACT NO. t5 OF 1958 

The Employees' Provident Fund Art was introduced in the year 1958 to provide for payment of superannuatmon
benefits to employed persons in the private & corporate sector through th2 mechanism of a Contributory
Provident Fund. The object of the Act was to ensure the employee in a covered employment in his old age receives 
a lump sum with which he and his family could live in retirement without depending on the State or Society or 
on the mercies of his relatives. Finances ,^or the scheme were to be found within the contributions of the employer
and the employee as it is based on the principle that "superannuation is the joint responsibility of the employer
and the employee". It does not cover self employed persons. 

The Act requires that the employer contributes a sum equal to 12% of the employee'q earnings together with a 
sum. equal to 8% of the earnings deducted from the employee to the Fund before the last day of the succeeding
morith. The Act providas for a surcharge in the event of delay in the payment of the contributions. Employees in
Government and Local Government Service, employment in any charitable or religious institutions employing less
than 10 employees, domestic servants, employment where only members of the family are employed and employ­ment in institutions which are carried on mainly for the purpose of giving inductional training to Juvenileoffenders, orphans or to persons who are destitute, dumb, deaf or blind are not covered by the Act. 

THE EMPLOYEES' TRUST FUND - ACT NO. 46 OF 1980 

The main objectives of the Act are 

(i) to promote employee ownership, employee welfare, and economic democracy through participation in finan­
cing and investment. 

(ii) 	 to promote employee participation in management through tho acquisition of equity interest in enterprises 
and 

(iii) to provide for noncontributory benefits to employees on retirement.
 
The Fund covers all employees permanent, temporary, casual, contract or 
piece rate basis, learners and appren­
tices employed in the Private Sector and in Statutory Boards, Corporations, State Banks, and in nationalised and 
vested undertakings. There is no age requirement or age limit.The Act requires all employers to remit monthly
an amount equal to 3% of the total earnings of the employee to the Fund. The contribution has to be borne 
entirely by the employer. There is no recovery from the employee. It also provides for a surcharge for delayed 
payments. 
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THE PAYMENT OF GRATUITY ACT NO.12 OF 1983 

The Payment of Gratuity Act passed in 198:3 provides the pmyient of a 	 gratuity calculated at the rite Of half it 

month's sals ry for each comipleted year of service in the case monthly paid employees (14 days wages iu the case 

of daily paid employees) who have 5 years or more of service. The Act provides for withlmling of gratuity in 

case of fraud oir loss to the employer. 

MATERNITY BENEFITS ORDINANCE NO. 32 OF 1939 

The Ordinance provides for payment of materlity benefits to women workers in any trale. The word trade had 

beei tdefiel to include all varietie; Of eiuljIh)Ivient. 

EMPLOYMENT OF WOMEN & YOUNG PE'RSONS & CHILDREN ACT OF 1956 

if children under 12 years if age. 'Th,Act also imtpses cirtaiin restrictiis oillhp Act prhibi;t tileemploiyment 
Wian wirkersOf Voting perslois lietweemi the aiges 14 & IS In public or priv:ite iiiidtt i Woig. can lie 

enipliiyed ill the ni.+hit after 10 p.m. ouny iil certain conditiins 
emploimnt 

slhut ")Mlaws dealing with liiiur iinur country. The effectiveness if laws catmiit lie undouerstimnitedThere are 
hut in lalbiur relations laws alone cannot often lie effective unless they 	are backeul by social sanctiouns is well ;is 

: sserted thruullgh cOnsultatiil alnthe countervating power of trade unions aid of the organised workers 
negutiatiouns \ ith the employer. The viciousness of law can lie frustrated 1iy flctrs such tsthe supply ;nd 

demand of labour or in a society riddled with corruptiun with the quility of officers entrusted with the 
etc. The surCeit of labour legislation as theenforcement of the laws, the attitude of the sciety, the government 

Employers' Federation of Ceylon said in one of its iiemorandums ii nottit sign of well functioning intergroup 
- if at all there is any inadequacy it lies in the enfircement if thoserelations. The laws we have are adequate 

laws. 
Prepared by K.Wijiyaratnaii 
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DISCIPLINARY PROCEDURE 

Constitutionality: Chapter IX of the Constitution Articles 55,56,57,58 & 59 

Delegation of Authority: See Chapter XLVIII uif the Estab!i:;htnents Code (Wart fl) 

PARA 2. POWER OF DISMISSAL AND DISCIPLINARY CONTROL:
2:1 The power of dismissal and disciplinrry control (if public officers is vested in the Cabinet of Ministers who

will directly exercise these powers in respect of: 
Additional Secretaries to Mini.stries, Ihler.l if l).-portments, Government Agents and Senior Assistant 
Secretaries. 

2:2 The Cabinet of Ministers hars dolegatetl its powers of l)isoiissrl aid Iisciplinary Control in respect of all 
other categories of ufficers to the (.orimissiin. 

2:2:1 The Coinniissiun has deleizated its powers of drniss,l itd disciplinary control inrespect of all othersuch categories of ffic'rs inStaff Grade to Secretaries to Ministries except 

(a) 	 Officers in Staff Gr:de in the Auditor General Department and lDepartment of Elections not in
the Comhined Services where the Secretary tr the President is the disciplinary authority and 

(b) 	offirers in Staff Grade not fallinm, urler a Ministry rnd not in the Combined Services where
the llead of the l)epartinent is the disciplinary authority. 

2:2:2 In the case of officers in Staff Grades in the Combined Services, the Secretary concerned will be the 
Secretary, Ministry of I'oblic Admninistrution. 
( Note: The Gazette Notification Nir. 590/12 of 29.12.89 re. disciplinary control in respect of SLActs 
Service) 

2.3 The Commission has delegated its powers (if dismissal and disciplinary control of all officers not referred toin subsection 2:2:1 to Ileads of Department/Public Officers holding delegated authority. In the case of officers
in the Combined Services, the power of dismissal and disciplinary control is delegated to the Director 
Combined Services. 

DELEGATION: 

The Principles of Delegation: 

i. The delegatee is debarred from re-delegating "Delegatus delegare non potest" 

ii. Delegation denudes the delegator from per-formance himself. 

iii. Application of rules where a busy authority such as a Minister has to give his mind personally to allmatters he is empowered to decide, implies that an officer responsible to the authority and Parliament 
may perform the act on behalf of the authority and countersign the communication conveying the 
decision. 

iv. The power to appoint : For the purpose of conferring power to dismiss, suspend, or reinstate any officer,it
shall be deemed to have been and to be sufficient to confer )ower to appoint. 

v. Certiorari does not lie against the PSC in regard to any alleged procedural irregularity in the appoint­
ment, transfer of dismissal of public officer. 

WHY 	DISCIPLINARY CONTROL ? 

Establishments Code Chapter XLVIII "1:2 An act of misc uuict or lapse by an officer calling for punishment in 
any form.." 

PUNISHMENTS 

Establishments Code Chapter XLVIII Section 16
16:1 	 Punishments 'are classified into minor and major punishments. Minor punishments are appropriate foroffence of the type similar to those in Schedule B. Major punishments are appropriate for offence of the 

type similar to those in Schedule A. 

16:2 	 Minor punishment will include the following: Reprimand, Severe reprimand or censure (A " warning " is not a 	punishment) Suspension, stoppage for a period not exceeding one year of increment. A disciplinarytransfer at the officer's expense. A fine not exceeding one week's pay. Any other form of Departmentally
recognised punishment not more severe than those listed above. 
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16:3 	 Major punishments will include thifolluowing: l)isTiermnl. 'I'ixuiiinution of sorvick, (;tftr lisciplinairy
inquiry). Retireiiient fur general intfficiency. Ictir nluent for inefficiency ts ;t lucr,.'ifulalternative to 
disroissal. teductiorn by nunmhlwr of placeu inl the g.iu d. which the officerin seniority (i.e. spccificd to 
belongs). Reduction in rank (i.e.reversiuo to the nest Iwest class or gril (if' thle ,crvice to which the 
officer bellgS. Where the officer does not Ielongs to ia"Service but holds i I),.trtmunhuI post, by 
reduction to it lower pOst.l(eduction of salary/defernient (f increment, l)efoirient of prtooti in for o 
specified period. l)isqualification front sitting any promotional exituiiination for aispecified period. Any
other form of punishment of greater severity than those described in section 16:2. 

16:6 	 A disciplinary authority other than the Cabinet of Ministers and the Commission or a Committee thereof 
is not competent to order compulsory retirement as a merciful alternative to dismissal. This is the 
prerogative of the appellate authority to le considered only if and when an appeal is duly made to it, and 
normally in the case of an officer whose previous record of service is long and meritorious. 

OFFENCE
 

Schedule 'A'
 

(1) 	 Incompetence, negligence or errors of judgement resulting in serious failures in planning or execution of 
important programmes, projects or policies. 

(2) 	 Offence of the type that are serious enough to warrant dismissal or a major punishment. 

(3) 	 Repeated offenses of a type which considered singly are not serious enough to warrant dismissal or a major 
punishment but where repetition justifies dismissal or a major punishment. 

Schedule 'B'
 

Offenses of a type which are not serious enough to warrant compulsory retirement, dismissal or a major 

punishment. 

The heads under which offenses may be broadly categorised are as follows: 

Inefficiency
 
Incompetence
 
Negligence
 
Lack of Integrity

Improper Conduct (whether connected with an officer's official duties or not)

Indiscipline 

See definitions given at pages 39-41 of the Establishments Code Part II 

PRELIMINARY INVESTIGATIONS INTO ALLEGED OFFENSES: 

Investigations are purely a fact finding process and do not constitute a preliminary inquiry. They are meant to 
be a search for material that may disclose an offence and provide evidence for the charges that may be framed 
against an officer under suspicion. This may involve the recording of statements of witnesses and the sr., :ch for 
and examination of documents. 

The suspect officer or any other person on his behalf need not however, be present when stocks in his cha:ge etc 
are verified and results accepted by him or when productions have to be taken and sealed in his presence. 

CHARGES: Need not take a legalistic form. A clear simple statement of the acts of misconduct or lapses for which it 

is intended to punish the officer. 

THE 	CHARGE SHEET: 

It should carry the following: 

i. 	 It should indicate if the offenses are regarded as thcse falling under Schedule A or B 

ii. 	 List of documents which constitute evidence relating to the matters under inquiry and indicate how and 
where they can be examined by the accused officer or on his behalf. These documents may include statements 
made by witnesses at the preliminary investigation 

iii. 	 A list of Witnesses 
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FORMS OF DISCIPLINARY INQUIRIES AND
 
THE CONDUCTING- OF DISCIPLINARY iNQUIIRIES
 

As yoo know l)ISCIIl.INE is a very inipto-tint fact in the taof Personnel Mic;:. 'I w nit difficult task a
Manager faces is to get the work done throlugh in the wiv th,, ,xpect 
 in order to chliv. th,, ioijoctivot of im orvrgisa­tion. Aiiong other requirements like renluneration, wvlfire fi:cili: i.;, coninierlihth,is t dis;cipline to) is an important
facoar in motivating people to work. 

Public Service, uonstituting a litrge number of emnpliyees distributed in various sialil iil r organisations through.oult the country has aI coritnlOn system in regarl .o its disciplinary procedure. Such instructions lre given in ('ihaptersXIVII and X I.VII of part 11 (d the Establi;hients Code (l'Lublixlied in 1981). III addition to this, there Would ie(
aieudnients effected as necessity nrises; in 
tie form il" Public Administration Circulur,. 0)ue such iiiportiit Circular i.
'A NIo. 35/92 of 21.12.1992. 

It would be very important tol know that AIl officers (even at higher levels) are not Autthorities on l)iscipline orDisciplinary Authorities. Only tho)se that are delegated with that a1uthonrity cin exercise such authlrity. 

II terins of Article 55 of the 1978 (present) Constitution, Cabinet of Ministers is the supreme authority in regard to thedisciplinary control of Public Officers. Under the same Section, the Cabinet is empowered to delegate its authority to thePulic Service Commission,. The Constitution nru.her states that the P.S.C may delegate such authority, under thedirection of the Cabinet to imy other Officer as found required. Therefore at present delegation of authority on Discipli­
nary matters is as follows ii case of various public officers: 

I. 	 Cabinet of Ministers: Retains the authority in case of all officers appointed by the Cabinet as the AppointingAuthority. In the case of all other public officers, authority has been delegated to the P.S.C. 

2. Public Service Commission: Retains the authority in case of all Staff Grade Officers. In the case of all non­
staff grade officers authority haF, been delegated to Heads of Departments. 

3. 	 Heads of Departments: All non-staff grade officers serving in his departments. Secretaries to Ministries tooexercise this authority in regard to non-staff employees in the Ministry. Any other officer who is not theHead of the Department too exercises on having delegated this authority direct by the Public ServiceCommission. Director of Combined Services is the Authority in case of non-staff officers of the Combined 
Services. 

Meaning of DISCIPLINE: Training of Mind and Character: the exercise, development and control of the mind and
character, intended to produce obedience and orderly behaviour (Oxford Dictionary). 

Chapter XLVII of Part II of the Establishments Code deals with how a Public Officer should conduct himself. 

1. 	 General Conduct. 
(a) Undivided allegiance
(b) Perform any duties assigned.
(c) Safeguard repute of his office and the service. 
(d) Avoid conflict of interest (between personal & official)
(e) Shall not canvass promotions etc. 
(f) Shall not exchange duties for pecuniary benefits. 
(g) Courtesy to the Public 
(h) Shall not collect money from subordinates for public charities. 
(i) Govt.labour & property should not be used for private purposes.
(j) Should not supply goods, services etc. on public accounts. 

2. 	 Drunkenness or smelling of liquor.

A public officer should not be under the influence of liquor while on duty.
 

3. 	 Gifts and subscriptions.
Gifts of certain types should not be accepted. Subscriptions too should be avoided for any personal benefit. 

4. 	 Pecuniary embarrassment.
 
A public officer should not be indebted to any person to the extent of impairing his efficiency.
 

5. 	 Use of Govt.Funds for Private purposes.
Borrowing from the shroff, obtaining unauthorised advances and misappropriation of money should not be 
done. 

6. 	 Release of Official Information to the Press or the Public.
 
This should only be done in accordance with the provision in this Section.
 

7. 	 Publication of Books, Articles, Broadcast Talks etc.
These too should not be done unless due permission is obtained in terms of the provisions of this Section. 
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A Public Officer is deemed to be commiting a misconduct, if he violates the 'bove instructions. Having considered all 
these, Establishments Code gives a Schedule of Offences under Appendix I. This is a very broad categorisation of 
offences. Ilowever it is open to the Disciplinary Authority to deal with offences of any other nature. 

1. Inefficiency Failure due to indifference, neglect or other defects found in thL officer not having 
performance up to reasonable standards. 

2. 	Incompetence Lack of competence according to his age, experience, education, professional qualifications 
etc. 

3. Negligence 	 Wilful neglect of duties and thereby causing wastage and damage to public funds and 

property.
 

4. Lack of Integrity 	 Using an officer's official capacity for personal benefits in various ways. 

5. Improper Conduct 	 Violation of mo!;t of the instructions given in Chapter XLVII. 

6. Indiscipline 	 Disobeying and misconduct due to an officers personal behaviour while on duty. 

When any offence committed by subordinate is found, it is the duty of the superior officer to report the matter to the 
relevant authority and commence disciplinary action. 

STEP I - PRELIMINARY INVESTIGATION: 

Any information received of committing an offence by a subordinate officer, should be communicated to the 
Disciplinary Authority. D.A. immediately will appoint an officer, generally an officer senior to the accused to 
carry out preliminary investigations. 

Preliminary investigation is only a fact finding inquiry. Statements should be obtained from any person whom 
the P.1.O thinks is necessary as having connections with the incident. Such statements should be taken directly 
from persons including the accused, but no representatives are allowed. Documents or articles having connections 
with the incident should immediately be taken into the P.I.O.'s custody. 

In the case of stores (goods) or money, signatures should be obtained to the correctness of balances etc. However 
when officers in charge of goods could not be found, such investigations should be done by a duly appointed 
Board.
 

Once the P.I.O. has completed his investigations he should submit a report to the D.A. Such report should contain ­
all statements taken with a report on his comments and findings - a draft charge sheet - a list of witnesses and 
documents. He also can make suggestions on interdiction. 

Even where an accused pleads guilty at the preliminary inquiry, a charge sheet could be issued. In the case of 
criminal offence too, preliminary inquiry can be held, even though the accused haI been prosecuted in the Courts. 

Preliminary investigation is not necessary at the following instances. 

1. Vacation of post. 
2. Retire on inefficiency 
3. Termination of post. 
4. Police investigations. 
5. A trivial lapse (where only explanation can be called for). 

STEP II - INTERDICTION 

Where it is considered undesirable that an officer should continue to exercise functions of his office, he may 
forthwith be interdicted by the D.A., provided that disciplinary proceedings have been initiated on charges which 
if proved are sufficiently serious to warrant his dismissal. 

1. 	 Instances where a public officer can be interdicted 

(i). Initiated charges which, if proved are sufficiently serious to warrant dismissal (the above provision).
 
(ii). Convictions in a Court of Law.
 
(iii). When remanded on an anti-government or terrorist activity charges.
 

2. 	 Interdictions can be done only by the Disciplinary Authtrity. 

3. 	 When preliminary investigations are prolonged, the officer should be sent on compulsory leave or be trans­
ferred to some other place. 

96 



4. 	 Prolonged interdiction. 

(i). If the inquiry is riot completed within 3 months, the accused can request for reinstatement.
 
(ii). In the cae of alleged bribery .' arges, and
 
(iii). In the case of anti-govt.and terrorist activities, if the Courts has not given its verdict until 6 months,
 

the accused should be paid salary thereafter without reinstatement 

5. Salary on interdiction 

(i) 	 Charges like misappropriat"in - forging - fraud - or similar act on govt. property - bribery - anti - govt. 
acts & terrorism - no salary while under interdiction. 

(ii) 	 Lesser charges - 1/2 salary 
(iii) 	 Where the accused has failed to reply the charge sheet or failed to attend the inquiry salary should be 

withheld. 

STEP III - CHARGE SHEET 

When charges are drafted, it should always done in accordance with the principles of natural justice. Charges 
generally are framed under two Schedules given in the Establishments Code - Schedule A gives charges coming 
under major punishments and B for lesser punishments. In case of trivial offence, charges sheets are not issued, 
out a minor punishment given after calling for explanations. There is no special form for a charge sheet, but a 
uniform system is being followed in the whole Public Service, to ensure the inclusion of important facts such as: 

1. 	Under which Schedule Charges are framed. 
2. 	 Punishment that would be imposed if found guilty. 
3. 	 Charges. 
4. 	Time given to reply the Charge Sheet.(generally 2 weeks) 
5. 	 Inspection of documents by the accused. 
6. 	Documents and witnesses too are listed. 
7. 	 Request to acknowledge receipt of the Charge Sheet. 
8. 	 Signature of the Disciplinary Authority and date. 

A Charge Sheet should be issued within one month from the date of interdiction. Explanations to the Charge 
Sheet: 

1. 	 If extensions are requested, a reasonable period is given. 
2. 	 The delay or refusal to give explanations will lead to interdiction if not already interdicted. 
3. 	 If interdicted - further action as there are no explanations, if under Schedule. A - to hold a formal inquiry 

or if under Schedule. B - make the disciplinary order. 

The accused can reply as guilty or not guilty. In both the cases an inquiry should be held. When expressed guilty, 
giving reasons, the accused will have the chance of getting a lesser punishment. 

Any accused officer can plead "not guilty" even without giving reasons. However if the charges are framed under 
Schedule. 'B', it will be easy to deal with immediately. 

Under both the Schedules, documents can be inspected. 

Once the explanations are given, a follow-up letter should be sent by the D.A. Contents will be: 

1. Explanations are not satisfactory. 
2. Decided to hold an inquiry. 
3. Name of the Inquiry Officer. 
4. Names of witnesses. 
5. Defending Officer (calling for his name, designation etc.) 

STEP IV - APPOINTMENT OF AN INQUIRY OFFICER. 

There are 3 categories of Inquiry Officers 

1. Serving Officers. 

2. Retired Public Officers. 

3. Attoneys at Law with 10 yrs. of experience. 

When officers are appointed from 1 & 2 above, such officers should have held senior positions in a staff grade, 
than the accused. An Inquiry Officers should be appointed within 2 weeks of receipt of explanations. They are 
being paid for the time taken to hold an inquiry on an hourly basis, in addition to subsistence and travelling. 
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STEP V-CONDUCT OF THE INQUIRY. 

1. 	 Representation - lut,-rests, (f the state will be looked after lv ai'rosectitiom Olfic,,r. lii certain intquiries '.0. 
i!; nut ap ointLd, and the 1.0. himself will play the dta rulIe of '0. & I. 

An Attorn-y at Law tooi coul lile appiitt,d fir proisecution, provided the atcused tuoo siihl li, ilhiwod to 
have an Attorney its a !)Kfeiulin, Officer. Accused, if he wished cum have i l),fecidinl officer vl o will look 
after the interests of the accuse.d. 

2. 	 Starting the inquiry. 

(a) 	 Explain the procedure of the in, ". 
(b) 	 No oa th is liucv,.srVy. 
(c) 	 Language (if the Inquiry. It any witness or accused cannot understand the language service of an 

interpreter should be obtvined. 
(d) 	 When one witness is givirig evidence, others should be kept awmiy. 
(e) 	 Summoning of witnesses to be done by the Inquiry Officer. 
(f) 	 Preliminary objections, if any should be recorded and a decision should be taken. 
(g) 	 Copies of proceedings 11a1 be given on request to the accused. 

3. 	 Recording of the Proceedingi 

(a) 	 At the start, the subject of the inquiry should be clearly stated. Venue, date and time, officers present at 
the inquiry etc. should I~e recorded. On every subsequent day, these details should be recorded. 

Read the charge sheet and inquire whether guilty or not guilty. Then record the evidence of the prosecu­
tion. 

Record evidence led by the P.O. as well as procured by the 1.0. 

Order of recording evidrnce would be 
1. Prosecution. 
2. Accused (if giving evidence) 
3. Defence. 

If the accused is abstaining from giving evidenco he can make his statement after all the defence evidence. 

Order of evidence:
 
1.Examination in chief - by P.O.
 
2.Cross examination - by D.O.
 
3.Re-examination - by P.O.
 

Preliminary inquiry evidence can be taken as evidence. They should be read and ascertain the correctness and 
mark as P.1, P.2 etc. 

Documents or witnesses listed only can be produced at the inquiry. 

Examination of Witnesses:
 
1.Leading questions should not be asked. But allowed at cross examination.
 
2.Questions on veracity, position & character could be asked.
 
3.Improper questions should not be asked - indecent - insulting - hostile questions.
 
4.When both parties have agreed on some ;ssue, further questions need not be asked.
 

Situations encountered at an Inquiry. 
1. Contradictions (make notes within brackets) 
2. Action filed in Courts - Inquiry can be continued. 
3. Frequent objections by the Defence Officer. Postpone the inquiry. 
4. Appeals on various issues - I.O.can make his own decision. 
5. If 	the D.O. walks out, postpone the inquiry and inform the circumstances to the accused officer. 
6. Legal arguments - need not be taken into consideration. 
7. 	 Amending charges - this can only be done by the P.O. with written authority of the D.A. and it can only be 

done twice. 

In all these instances 1.0. is the authority and should take decisions without fear or favour. 

At the end of the Inquiry, accused officer can give a statement if he so wishes, but no cross examining is allowed. 
Inquire from all the parties whether they are satisfied with the proceedings and record it. Request the D.O. to 
send his submissions, if he wishes before a given date. 

The 1.0. should show an utmost impartiality at an inquiry. There should be no bias find also appear to be not 
biased. 
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STEP VI - ANALYSIS OF EVIDLNCE. 

Relevant evidence onily should be c1;a id red. I character of tileaccused should not be considered unI us the 
ctiarges are (ii ht:i chltiictler. H owever nigood 	 orcharacter of the accused has to be considered. The evidence led 
procured should be eximnid carefully. dIitmti tory evidence too should be considered. Value off documents 
Slienli be assessed. ( itfett iipi iS and hearity tire not valid as evidence.Evidence not challenged by the 
other party would be valid. 

STEP VII - WRITING TIIE FINAL REPORT. 

Final report shall contain the following documents: 
1. 	Notes of the proceedings 
2. 	 l)ocuments listed 
3. 	 Submissions 
4. 	 Findings of the 1.0. with reasons after analysis of evidence. At the end of the report a summary shouid be 

given tinder each and every charge stating whether the accu.qed is found guilty or not. 

Final report also can have the following 
1. Mitigation of circumstances. 
2. 	 Demeanour of witnesses. 
3. 	 Other culpables. 
4. 	 Administrative lapses. 
5. 	 False evidence given and action against such witnesses. 
6. 	 Any other important facts. 

It is always better not to recommend or suggest any disciplinary order to be made. 

STEP VIII - PUNISHMENTS. 

Punishments are of two categories - Minor ard Major. 

Minor punishments­

1. Reprimand. 
2. Severe reprimand 
3. Deferment of increment. 
4. Stoppage of increment 
5. Reduction of In'crement. 
6. Pay fine not exceeding one week's salary. 
7. Departmentally recognised smaller punishments. 
8. Transfer with or without exnenses. 

Major punishments­

1. 	Dismissal 
2. 	 Termination of service 
3. 	 Retirement for general inefficiency 
4. 	 Retirerr--it as a merciful alternative to dismissal 

5. 	 Reduction in Seniority 
6. 	 Reduction rank 
7. 	 Reduction in salary 
8. 	 Deferment of promotions 
9. 	 Disqualification to sit for examinations for a specified period. 
10. Any other of greater severity 

The Disciplinary Authority will order the punishment. Such order may include whether to pay the salaries 
withheld during the period under interdiction, if reinstated etc. 

However retirement us a merciful alternative to dismissal cannot be ordered by the D.A. The D.A. on an appeal
made by the dismissed officer can recommend retirement to the appellate body i.e. P.S.C. or the Cabinet, and such 
Body only can take the decision to retire. 

APPEALS:
 

An appeal can be made by the aggrieved officer to the P.S.C. or the Cabinet within 6 months from the date of the 
disciplinary order. However the number of appeals an officer can make has not been restricted. Appeals should be 
made by the aggrieved person himself and not by any person on his behalf. Serving officers should submit their 
appeals through the normal channel -and officers not in service should make direct to the Appelate Body. 

Prepared by Mr.S.D.Piyadasa 
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THE STORY
 

The owner of the Elite Trading Company entered the office of one of his foremen, where he found three employees playing 
cards. One of them was Sunil, brother-in law of foreman Henry. Henry, incidentally, often worked late. Company rules did 
not specifically forbid gambling on the premises but the Chairman had expressed himself forcibly on subject. 

Statments about the Story 

1. 	 In brief, the story is about a company owner who found three men playing cards. T F ? 

T F ? 2. The Chairman walked into the office of one of his foremen. 

3. Company rules forbade playing cards on the premises after working hours. 	 T F? 

4. While the card playing took place in Henry's office, the story does not state whether Henry 
T F ?was present. 
T F?5. Henry never worked late. 

6. Gambling on the premises of the Elite Trading Company was not punished. 	 T F? 

7. Sunil was not playing cards when the Chairman walked in. 	 T F? 

8. Company rules forbade gambling on the premises 	 T F? 

9. 	 Three employees were gambling in a foreman's office. T F? 

or not10. While the card players were surprised when the owner walked in, it in not clear whether 
T F?they will be punished. 

T F?11. Henry is Sunil's brother-in-law 

12. 	 The Chairman is opposed to gambling on Company premises. T F? 

T F?13. Sunil did not take part in the card game in Henry's office. 

14. A corporation owner found three employees playing cards. 	 T F? 
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INSTITUTE OF PUBLIC FINANCE AND DEVELOPMENT ACCOUNTANCY
 
CORPORATE PLANNING
 

"What is Corporate Planning"
Although corporate planning has been in use for many years now, it is still the subject of several misconceptions, Some 
companies try to plan in meticulous detail over very long time spans; others confuse corporate planning with budgeting;
others, believing corporate planning to be a vast complex exercise, appoint academically brilliant specialists to do the 
planning for them. 

Corporate planning is in fact a quite simple exercise. Ilowever, this does not ne!an that it is easy. The problems are: first,
that the forecasts on wi-ich many of the decisions have to be based are subject to enormous errors; and secondly, that many
of these decisions are juap-nental. A corporate plan does not contain an enormous number of decisions, nor does it call for 
a vast volume of data; these ,re more the characteristics of short term planning. Instead, it involves a very few but very
important decisions concerning the whole structure of the company for many years into the future. 

The idea that tie corporate planner should prepare his company's corporate plan is still prevalent today. In fact his correct 
role is to assist the company's top executive tearn to prepare the pl'n. They do it; he assists. The reasoning behind this rests 
in thie belief, for which there does seem ample evidence, that one man can no longer manage a medium sized company on 
his own as the old-fashioned autocrat used to do. The reason for this is that no one man can grasp the significance for his 
firm of all the mult[tudinous events taking place in the business environment today. Ilence, there is a trend towards the 
chief executives becoming less of a boss and more of a team leader managing by consensus. 

Now, if this is the case for managing a company, it probably holds true for planning its long term destiny as well. So, a 
corporate plan prepared by one man will be unbalanced or otherwise defective. It needs a team. The first step to take, then,
is to form the corporate planning team. It must include the chief executive. It will probably include the finance director 
and one or two others. Then appoint a corporate planner as team secretary; this can, of course, be a very senior appoint­
ment. 

The process itself is quite simple. The team works systematically through a sequence of questions about its company. The 
objectives, targets, strengths, weaknesses, and so on are all examined and discussed, until a consensus emerges as to the 
company's overall total strategic situation. Then, a decision is made; that is, a strategy or set of strategies is selected, and 
action plans are drawn up. Finally, the team stands ready to monitor progress every few months. 

It is useful, in order to avoid unrealistic plans and to obtain maximum co-operation in putting the plans into effect, to seek 
the participation of as many senior executives as possible. To do this the planning exercise should begin with a seminar, and 
the team should take care to consult with, and report to, a wider circle of executives. 

The effect of corporate planning may be to improve profits. A number of surveys suggest this, and I believe it to be so. 
flowever, the most easily verifiable consequence is that, whereas before corporate planning no consensus exists concerning
the long term future of the company, after it a consensus does exist. The whole of the top two or three levels of the 
company's management can be clearly seen working towards agreed long term aims by mean of an agreed set of strategies. 

Excerpt from John Argenti - Practical Corporate Planning
An example of a Corporate Plan. Corporate plan for Fulmar & Co.
 
Summary Forecast Gap
 
Target

Profits to rise from $4.2m. to $8.5m. by Profits will probably rise to $5.5m. and Even on present strategies we should ex­
year 5 (Tsat) and to exceed $4.8m. (Tmin) will almost certainly exceed $4.8m. ceed Tmin, but we need an extra $3.4m. 

__________________________________________________for Tsat 

Strengths Weaknesses 
Excellent well-established product No new products or even ideas Production, stock control,
Fulmar well known and respected among agricultural methods, etc. all poor
merchants Mr Fulmar in poor health; no children 
Unique depot system P!E "atio = 4 
Exports equal 80% of turnover 
Low gearing 

Threats 
Competitors 
New materials 

Opportunities 
World markets: enormous 
Industrial buildings 

potential 

:ie legishtion DIY 
Mr.FIulniar's shiaes Added value 

_ _Environmental and scenic 
Strategic: considered 
Simple CXp.tsim in existing markeis 
New pIt)t]UCIs: )IY, industrial, etc 
Acquisition of Petrel Lid 

Improve 
production 
Move into new markets 
Changes in shares 

Management 
Finance 

Strategies selected
(See text) Prepared by : Mr. K.B.M. Fonseka 
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CORPORATE PLANNING
 

Before we discuss Corporate Planning it would be beneficial to trace the development of the Planning function which 
finally leads to Corporate Planning. 

Till around 1965, even in Developed countries Companies planned and controlled their activities on the bases of a One-year
Budgeting system. Special Project analysis also supplemented the planning. In addition recommendations of Special 
Committees were also implemented. 

Later there was a significant trend towards - Forward Budgeting 
also - Incorporating Capital Expenditure. 

This may be diagrammatically depicted as under 

t=0t=3, 5 or 7 

A corresponds to A but is a smaller entity perhaps due to technological obsolescence, changes in the market, or lower 
margins of profit in the Product Life cycle. This stage may be called OPERATIONAL PLANNING 
To this may be added expected fruits of existing new projects e.g.a new range of models, a new plant coming on stream or 
acquisition of a new market etc. This exercise can be termed PROJECT planning. Which can be undertaking at the same 
time or run concurrently. 

2. An Orga.nisation may at a certain stage of its growth consider Operational planning and Project planning alone insuffi­
cient by themselves. '1op Management may like to think of what the Company or organisation would like to be in the future 
along various dimensions. In Market Share, in size and Shape, in Profitability, etc. 

STRATEGIC PLANNING 

The difference between what the top management wants to happen and what it can project on the basis of presently
planned operations and agreed projects is called the "Strategic gap". The gap between desired goals and probable
achievement. This may be illustrated diagrammatically as under 

Strategic Planni n, 

Proec Plnig STRATEGIC 

nnP a 

perational 


it= 0 t=3, 5 or 7 

Thus Corporate Planning contains three distinct types of planning 

Operational Planning: To plan the future (existing) operations in such a way that, in combination with new projects 
the organisation's strategic aims are achieved. 

Project Planning: To evaluate and plan new activities and to integrate them into the on-going operations of the 
organisation. 

Strategic Planning: To determine a set of goals that define the future of the organisation in terms of the products 
or services, market posture, its profitability and its overall shape and size, and develop and effective set of policies 
and programmes consistent with them. 
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But WHAT IS CORPORATE PLANNING? 

Corporate Planning may be defined as a PROCESS used by an ORGANISATION TO DEAL WITH THE DEVELOP-

MENT OF ITS PHILOSOPHY, ITS STRATEGIES AND THE STRUCTURE OF ITS BUSINESS PLANS.
 

The PROCESS embraces all aspects of a business or other Organisations.
 

EXTERNAL CONDITIONS Economic, political,.., social, competitive
 

ORGANISATION Strategies, policies, Financial targets.
 
BASIC OBJECTIVES
 

It is a continuing process; in that as External Conditions and Organisations objectives change, Corporate plans should 
be modified to accommodate the changes. 

WHY IS CORPORATE PLANNING NEEDED? 

1. 	 To answer the question "Where are we going?" 

2. 	 To Simulate the future on paper. 

3. 	 To clarify opportunities and threats. 

4. 	 To provide a framework for Decision making. 

5. 	 To avoid Piece meal decisions. 

6. 	 To Relate future projections to past performance. 

7. 	 To facilitate Rapid response to new events. 

8. 	 To promote better understanding of objectives throughout the organisation.
 
But above all
 

9. 	 To make managers, at all levels, think about the future of the organisation or business and shape their decisions 
accordingly. 

HOW TO SET ABOUT CORPORATE PLANNING 
First a relevant appraisal should be made of the environment. 

Take a view of the factors in the environment which 

offers OPPORTUNITIES or POSES THREATS 

Secondly appraise the Organisation's present position with regard to its STRENGTHS and WEAKNESSES 

Thirdly Devise an appropriate set of
 

OBJECTIVES
 
POLICIES and
 
PROGRAMMES
 

for the Organisation as a WHOLE.
 

Fourthly set FINANCIAL AND STRATEGIC CRITERIA for PROJECT SELECTION and set
 

STANDARDS FOR PERFORMANCE, for operational Divisions or units. 

If Corporate Planning is to be achieved 

It should be made the Responsibility of the Chief Executive. Stimulation, Guidance, Support and active participation
from the top should be available.
 

It should be viewed as a continuing function and not a single task.
 

A small full time staff viz. Corporate planners must be engaged. They should have credibility. They must be good 
motivators to secure involvement of Functional managers. 

Planning must become a major concern of every Manager. 

Plans must be visible, understood and seen to be implemented. 
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For a Government Dept. or Statutory Body, Corporate Planning can involve 

1. 	 DEFINING TIHE MISSION OF TIlE ORGANISATION 

2. 	 CLEARLY ENVISAGING TIlE POSITION DESIRED TO BE ACIllEVED WITHlIN A STATED NUMBER OF
 
YEARS
 

3. 	 SET DOWN - A VIEW OF OPPORTUNITIES AND THREATS IN THE ENVIRONMENT 

4. 	 APPRAISE ORGANISATION'S PRESENT STRENGTiiS AND WEAKNESSES 
These can be Infrastructure, Facilities, Management Capabilities, Untapped resources, Government patronage, 
etc. etc.), Technical capabilities, etc. 

5. 	 SET DOWN OBJECTIVES AND GOALS. 

6. 	 FRAME POLICIES CONSISTENT WITII TIIESE POLICIES 

7. 	 FORMULATE OPERATIONAL PLANS & TIME FRAME 

8. 	 PREPARE FINANCIAL TARGETS 

Revenue, Expenditure, Cash Flows, Funds, Profitability rates, etc. Working Capital requirements. 

For a Company this may mean 
Environmental appraisal 
Macro- economic forecasts 
Sector forecasts 
Technological forecasts 
'Sociological forecasts 
Folitical forecasts 
Forecasts of Competition 
Product analysis Financial appraisal 
Market analysis Manpower appraisal 
Product and Process analysis Research and appraisal 
Market development appraisal Competition appraisal 

Environment appraisal should be conducted in terms of seeking opportunities and threats. 

Corporate appraisal should identify strengths and weaknesses. 

Corporate Planning is equally relevant to Govt. Departments. 

Before a Govt. Department's Budget could be newly prepared it is necessary to determine its "Corporate goals". That 
is the main mission of the Department. Why it exists and then set out its objectives and functions. This exercise was 
performed when the Programme Budget was originally prepared for Departments. 

However it is open for a Department considering the changes that have taken place, the position it envisages for itself 
in the future, the size and scale of operations it will have to handle may be owing to Government Policy changes, 
may be due to technological changes or may be due to population increase and hence increased activity, to prepare a 
Corporate Plan which takes into account its perceived Size, shape and Operations and the Position it would occupy in 
given future period may be 3,5 or 7 years. 

But an examination of the Programme Budget description of the Department over the last 18 years indicates that 
Department have been content to repeat their objectives or goals only once in a way making changes for changes 
thrust on them. 

But 	a Corporate Planning mood might see 

Agriculture Dept. perhaps changing its profile from a on-crop Agriculture implementor 

Health changing its preoccupaticn from patient care to Prevention or 
Insurance Corporation taking prevention of Ilazards as a major target. 

Consider the Following situations in regard to two Commercial Companies 

Company "A" Profits increased in each of the last 10 years. 
Good current profitability.

Low gearing
 
Positive cash flow
 
Steady growth
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Company "B" Profitable only in Boon years. Low underlying growth. 
Excess capacity amongst competitors.
 
Ileavy Bank borrowing.
 
Frequent losses in the last 10 years.
 

Considerations A. 	 Will growth Continue? 
What is happening to market share? 
Is there a need for diversification? 

Company B 	 How can the Business be restructured 
Hlow to achieve profitable operation and positive cash flow? 

Answers to such questions can be found only from a sound analysis of the financial position, its trends, the market 
environment and other potentialities. 

It would be now necessary to Assess the Company's 

Strengths and Opportunities 
Weaknesses and evalute and 

threats. 

and prepare a Corporate Plan. A Corporate Plan need not always aim at expansion of higher profile.A lower profile 
or a particular niche in the market can be a Sound proposition in the circumstances. 
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CONTENT OF A PROJECT PROPOSAL
 

A project proposal is a written document which pr,)poses a project or program to answer a need which ha been identified.
Certain funding agencies have their own format. If no such format is available it could be presented in the way shown 
below. 

Please note that the project proposal should be written:­

1). Clearly and precisely.

2). Should answer the question WlIY,WftO,WIIEN,WIIAT,WIIERE and show the RESOURCES necessarry

3). Should be tailored to the need of the agency to which it will be given.

4). Should be practical and not too costly.
 

PARTS OF PROJECT PROPOSAL 

1. Title page 

a) The title of the subject.

b) Name of organization
 
c) Address Telephone number
 

2. Summary 

In a paragraph give a precis of proposal. It should contain the following:­

a) What is the need
 
b) How was it identified ?
 
c) Who will benefit 7 Give details-age, number, income, group, etc.

d) What are you proposing to do? Eg: training of women, youth for self employment, nutrition, education
 

programme, establishing libraries for children etc.
 
e) When will the project begin 7 Eg: from 1982 August to 1983 August.

f) Where it is to be located ?
 
g) Resources: what the organisation will contribute and what is wanted.
 

3. Description of organisation (Sponsors) give following details 

a. Name:­
b. Address:­
c. Objectives of the organisation:­
d. Total membership: 
e. Financial resources, membership fees, grants, foreign aid: 
f. Names of important officials: 
g. Previous experience in implementation of projects and programmes: 

4. Background 

Should be based on need identified-indicate:­
l.How Il.When Ill.By whom IV.what priorities were decided upon.
 

5. Specific objective 

Define what specific objectives are to be achieved in order to fulfil the identified needs- State it on concrete 
terms so that it will answer the following question. 

1. WHY Does the project benefit? 
2. BY WIIOM will it be carried out? 
3. WilY is the project necessary ? 
4. WHERE is it to be located? 
5. WHEN will it be carried out ? 
6. WHAT is the broad activity to be done? 

Avoid using vague terms such as "to improve", "to strengthen", "to raise the quality" etc. Following is an 
example of a specific objective:­

" to build in 1983, 200 protected wells in 20 villages in district x selected on the basis of a survey conductet
by the District Development Council to benefit 2000 children by the Rural Development Societies with 
UNICEF aid". 
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6. Project Information 

I. 	 Location : place, site, facilities. 
II. Land : Crown? Private? released by govt?. bought?
 
Ill. Buildings If available details - such as rent -

IV. 	 Transport Communication facilities - road, railways, their condition. 
V. 	 Electricity - Available or not, distance to nearest source. 
VI. 	 Resources a)Raw material 

1. 	 Locally available raw material:­
2. Raw material required but not available in the village 
Where in what quantities they should be obtained 

b) Man power resources 
1. 	 Skilled - available or not , how they should be recruited, trained­
2. 	 Non - skilled 

7. 	 Beneficiaries- Age, sex, number­

8. 	 Work plan 
Describe in sequence the activities planned to accomplish the objective- estimate time period- show how the 
project is to be phased. 

9. 	 Budget 
Give firm estimates of all costs under the following headlines:­

1. 	 Land 
2. 	 lluildings(r,'nt or building cost) 
3. 	 Machinery, equipment­
4. 	 Vehicles­
5. 	 Personnel - indicate training cost, salaries, wages. 
6. 	 Miscellaneous items such as writing material 
7. 	 Telephone (rental and charges) 
8. 	 Travelling, subsistence, batta­
9. 	 Incidentals­
10. 	Total for the project. 

If you are presenting your report to a foreign agency please note that crown land and "shramadana" labour has 
to be costed. In such a case present a budget summary at the end of the statement as follow 

a. 	 Total required for the project = Rs...... 
b. 	 Total funds available with organizatior, =Rs....
 

("c" is derived by deducting "b" from a)
 
c. 	 Total funds required from the foreign funding Agency =Rs.... 

10. 	 Management
 
Show who will supervise and monitor and implement Eg. R.D. Society etc
 

I1.Progress reports
 
Monthly or quarterly- who will send them
 

12. Evaluation 
Show who, when,where,will evaluate 

Note that if any govt. officers are involved in the project or any government vehicles or fuel are used to show 

compute such cost in the same way as shramadana work. 

If it 	 is an industrial project , or an agricultural project how the cash flow and profitability. 

IMPORTANT 

Annex the following documents (according to the type of project) 
1. 	 Ituilding plans drawn by technical staff with bill of quantities. 
2. 	 Prolorma Invoices of- quotation (if imported) or if to be locally purchased, quotations from the companies with 

drawings or literature (This is for industrial project). 
3. 	 Soils report, crop suitability report from relevant agency. (D.A.E.O.re. agricultural project) 
4. 	 Report fron irrigation engineer (agriculture project, if in dry zone) 
5. 	 Lastly remember to -end the project proposal with covering letter. 

PREPARED BY: A.N. Fernando 
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CENTRAL - PROVINCIAL FINANCIAL RELATIONS
 

GENERAL LEGAL ASPECTS 

a) 	 The Legislative framework for the implementation of financial devolution at Provificial Councils end is set out 
in Part III(Finance) of the Provincial C,-uncils Act No. 42 of 1987. In order to expedite the process of 
implementation, the 1987 Act was supplemented by the Provincial Councils (Consequential Provisions) Act No. 12 
of 1989. 

b) 	 The Provincial Councils Act has built in certain safeguards in regard to the management of finances. 
(i) 	 Provision for auditing accounts of Provincial Councils (Pcc) by the Auditor General - E 23 - (appointed 

by President) 
(ii) 	 Governor of the Province - appointed by the President plays an important part in financial operations. 

- Frame rules etL. re custody of Provincial Fund and lEmergency Fund of each Province.
 
- Governor's recommendation - a prerequisite for adoption of Financial Statutes.
 
-he presents Annual Financial Statement
 
- Ilis recommendation necessary for demands for grants from 'rovincial Fund.
 

Consequential Provisions Act conferred on the Governor and Provincial Ministers' rights to exercise powers and 
functions assigned to a Minister of the Government in respect of any matter in the Devolved List. Finance 
Commission was appointed on 25th April, 1989. Finanm'ial allocations required for the operations of the Provincial 
Councils were provided by Government from 1988 under the Ministry of Provincial Council with its Secretary as 
Accounting officer, lie in turn releaseC funds to Chief Secretaries o; Provincial Councils. 

(n a recommendation of the Finance Commission, made in June 1988, funds available in 1988 Estimates under DDCc 
e made available to Provincial Councils on the basis of the number of electorates in each Provincial Council. 

-ecommendation of the Finance Commission respect of 1989. 

(i) 	 Funds allocated for Decentralised Budget and District Development Councils for F/Y 1989 were allocated to P C 
C on a pro rate basis, taking the number of electorates into account. 

(ii) 	 Funds allocated for I R D P in 1989 were allocated to PCC for implementing these projects. 

INTERIM ARRANGEMENTS 

In January, 1989 the Cabinet made interim arrangements, till funds were voted by Parliament, to disburse funds to 
line Ministries in respe,:t of devolved subjects and functions. 

(i) 	 Secretaries to line Ministries, while remaining accountable as Chief Accounting Officers, to provide funds to 
Chief Secretaries of Provinces for implementation of programmes and projects falling within their Provinces. 

(ii) 	 Respective Provincial Directors to disburse the funds and remain accountable to the Secretaries of the Mini­
stries. 

CURRENT SITUATION 

Upon a careful interpretation of the principles contained in the Provincial Councils Act. and recommendations of 
Committees the following grants are now available *o the Provincial Councils from the Government. 

BLOCK GRANT 

Equivalent to the gap between 80 per cent of the recurrent expenditure and the estimated revenue collection of oaLh 
P.C. - provided in the Votes of Govt. 

MATCHING GRANTS 

Govt, provides on the recommendation of the Finance Commission M'tching grants to encourage increased revenue 
effort by the P.C. through 

i. 	Additional revenue measures 
ii. Improved revenue enfoircement 

For 1991 as a transitional iieissurc this grant was linked to the excess of actual revenue from the devolved sources 
compared with the estimated revenue. 

From 1992 it will be linked t)the increase i,revenue collection in lapsed year compared to revenue collection in a 
base year or a base year period average. These grants are to bie provided on a basis dilfering between provinces 
considering such factors as 

Revenue potential
 
Incidence of taxalion, and
 
Tax administration capacity.
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CRITERIA-BASED GRANTS 
When the basis of principles referred tn in the Proviacial Councils Act I.considered this is the most important grant. The 
amount will be ascertained by the Finance Commission in consultation with the Ministry of Finance, Ministry of Policy
Planning and the Ministry of Provincial Councils. 

According to the Constitutional Amendments the criteria should reflect 
i. Difference in per capita income 
ii. Social and economic disparities and 
iii. Higher allocations, relative to population. 

The utilisation of the criteria-based grants are considered the responsibility of the Pr3vincial Couicils. 

The inter provincial, social and economic indicators are
 
Per capita income - 10% Education -15%
 
Per capita income difference - 10% Unemployment - 15%
 
Poverty - 10% Health & sanitation - 15%
 

Social and economic disparity - 25% 

NATIONAL PLAN/MEDIUM TERM INVESTMENT PROGRAMME 

Capital expenditure requirement for components of the National Plan/ Medium Term Investment Programme identi­
fied by Govt. in consultation with the Finance Commissifn is provided as a grant. This is a Capital grant in the P.C 
Budget. 

SOURCE OF FINANCE FOR PROVINCIAL COUNCILS 

Thus the sources of Finance will be
 
Grants 1. Block grants , Matching grants , Criteria- Based grants
 

2. 	 Grants and loans for the provincial components of the National Plan/ Mediumn. Term Investment. 
Program me(M.T.I.P) 

3. 	 Pass through Foreign aid for provincial components of the National Plan/ M.T.I.P 
4. 	 Devolveo revenues 
5. 	 Domestic borrowing 
6. 	 Any surpluses of Public Enterprises 

THE NINTH SCHEDULE 

The Ninth Schedule to the Thirteenth Amendment to the Constitution carries the
 
Devolved functions in List I
 
Reserved functions in List II (Reserved to the Centre) and
 
Concurrent functions List III 

Under the devolved functions the following are important from point of view of finance. 
Item 33 Fees in respect of any of the matters in List I excluding fees taken by any Court. 
Item 35 Borrowing of the money to the extent permitted by any Law made by Parliament.
Item 36.1 to 36.12. Turnover taxes, Betting taxes, Licence taxes, Stamp duties, Land revenues etc. 
Item 36.20 Other taxation within the Province in order to raise revenues for Provincial purposes to the 

extent permitted under or by any Law made by Parliament. 

REVENUE CLASSIFICATION & EXPENDITURE CLASSIFICATION 

Provinzial Councils have adopted the classification as that of the Government. This enables national statistics and
aiouits to be prepared easily and for ascertainment of ie y data from aggregatinos or disaggregations. 

,.'.',J.,'c:in,,ih,,,.::; petti 	 ;tii.r.ir-ri I~ini;I, :, .':f 	 mn
: di tore 	 ricsci:. I iiwe ,'cr , 
,' .* ' '. ': r,:.. ,....
.: :;* .
 ,'d U iM1: :, 1 lisily ,1!' tll:I 'uI.' ,1 ' !iv: r~i i:c oilthe llr,iid of M i ,ters 

in 	 every P.C. 

DISCRETIONARY PROGRAMMES 

The Provincial CiurIcil c;iat their dizcrction, formulate provincial capit;l and recui rent expenditure to thtn extent 
permitted by avaihiiaility ot resourccs. They will be financed by­

(it) any balance fom the criteria-based grants and inatching 1ran:s after filling the 20 per cent gap in 
estnimated current expenditure

(b) any excess in actual revenue collection compared with the estimated revenue. 
(c) any domestic loans procured by the Provincial Councils in respect of income-oriented projects; and 
(d) 	 any surpluses of commercial enterprises under the control if Provincial Councils. 

Prepared by: Mr. A.N. Fernando 
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INSTITUTE OF PUBLIC FINANCE AND DEVELOPMENT ACCOUNTANCY 

Provincial Councils - How well are their Finances managed (The Transition) 

PROVINCIAL COUNCIL FINANCE AND FINANCIAL RELATIONSHIPS 

1. DECENTRALISATION OF FINANCIAL FUNCTIONS. 

It would be relevant here to trace the history of decentralisation of financial functions in Sri Lanka during the last 
two decades before we deal with the Provincial Councils. The following are mile-stones of the decentralisation of 
financial management in Sri Lanka in the recent past. 

(i) 	 Introduction of the Decentralised Budget concept where by the Govt. Agents were entrusted with preparation 
and Implementation of the development plans of the Districts in 1973 with the "Food Drive" a crash pro­
gramme for food production. 

(ii) 	 Appointment of the Political Authority by selecting a senior Member of Parliament in the District to give 
political leadership to (i) above in 1974 by a Cabinet decision. 

(iii) 	 Establishment of the District Ministry System and appointment of District Ministers in 1978 under Article 
45(i)(a) of the Constitution. 

(iv) 	 Appointment of Govt. Agent / District Secretary as Chief Accounting Officer for D.C.B. work in 1980 
(v) 	 Establishment of District Development Councils under Act No. 35 of 1980 in 1984 replacing the former Village 

Councils & Town Councils. 

2. ESTABLISHMENT OF PROVINCIAL COUNCILS 

The Provincial Council- were established in 1988 under the Provisions of the 13th Amendment to the Constitution 
and Act No. 42 of 1987. 

2.1 	 Legal Provision for Financial Controls.
 
Provincial Fund.
 

There is a Provincial Fund for each Province as stipulated in Part 11 of Act No. 42 of 1987 and its sources are as 
follows. 

(a) Proceeds of all taxes imposed by the Council. 
(b) Proceeds of all grants by the Govt. 
(c) Proceeds of all Loans from the Consolidated Fund and , 
(d) All other receipts of the Council. 

All collections in respect of (a) to (d) above should be paid to the Provincial Fund in the first instance and 
expenditure shall be met only in accordance with and for the purpose and in tile manner provided for in the Act. 
Withdrawal from the Fund could be made only after the following requirements have been observed. 

(i) 	 Passing of the Annual Financial Statement and Appropriation Statute by the Council with the Govern­
or's Assent. 

(ii) 	 Issue of a Warrant by the Chief Minister 

2.2 Annual Financial Statement (Annual Budget) 

The Governor shall in respect of every Financial year, at least 3 months prior to the commencement of the year, 
cause to be laid before the Council a statement of the estimated receipts and expenditure of the Province for year. It 
should show separately­

(i) 	 Sum required to meet expenditure to be upon the Provincial Fund as salaries and emoluments of the 
Governor, Ministers, Chairman and Deputy Chairman and P.C. Members, charges in respect of loans 
from the Consolidated Fund and sums required to be paid on award of Judgement. 

(ii) 	 Sum required to meet other expenditure (Section. 25 of Act No. 42 of 1987 and Section 3 of No. 37 of 
1988) 

The Financial Statement should be presented to the Council on the recommendation of the Governor along with the 
Appropriatinn Statement. 

2.3 Audit 

Article 154 of the Constitution shall apply to the Audit of Accounts of the Provincial Fund. A copy of the Auditor 
General's report relating to the Accounts of the P.C. Fund shall be submitted to the Governor who shall cause it to 
be laid before the Council (Provincial Public Accounts Committee). The Provincial P.A.C. will examine the relevant 
Chief 	Accounting Officers and Accounting Officers together with the appropriate staff of the Chief Secrt tary. 
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2.4 It 	 is the duty and responsibility of the Governor to make rules and regulations with regard to the 

(i) 	 Custody of the Provincial Fund, 
(ii) 	 Payment of money into the Fund. 
(iii) 	 And all other matters connected with or ancillary to the Fund, 
(iv) 	 "Establishment of Emergency Fund" and all matters connected with the Emergency Fund. 

2.5 Statutes of the Provincial Council 

(i) 	 The Provincial Council could make Statutes with respect to any matter set out in List I of the Ninth Schedule 
to the 13th Amendment to the Constitution (Provincial Council List).
 
Sections 33,36.1 to 36,20 deal with te Taxes, fees and charges of the Provincial Council.
 

(ii) 	 The Provincial Councils filso could make Statutes applicable to the Province with respect to any matter set in 
List Ill (Concurrent list) after such consultation with the Parliament. 

2.6 Finance Commission 

There is a Commission consisting of 

(i) 	 The Governor of the Central Bank. 
(ii) 	 The Secretary to tMe Treasury. and, 
(iii) 	 Three other members representing three major communities each of who shall be a person who has distin­

guished himself er held high office, in the field of finance, law, acministration, business or learning (154 R of 
13th Amendment) 

It is the duty of the Finance Commission to make recommendations to the President as to the Principles on which 
funds are allocated annually by the Govt. to the Provincial Council any other matters referred to the Commission by 
the President relating to the finance of the Provinces. 

The Finance Commission Thall formulate such principles with the objective of achieving balance regional develop­
ment in the Country 

Following factors will be taken into consideration when doing so: 

(i) 	 Population of the Province, 
(ii) 	 Per capita income, 
(iii) 	 Social and economic disparities, 
(iv) 	 Need to reduce difference between per capita income among provinces 

The report of Dr. Salgade who was appointed by the Govt.to make recommendations on the allocation of fund to 
Provincial Councils has submitted a comprehensive report on this matter. 

3. THE FINANCIAL MANAGEMENT SYSTEM IN FORCE IN THE P.C TODAY. 

Subject to the national policy of the Government, the Governor is the ultimate authority on financial administration 
of a Provincial Council. The Poard of Ministers is there to aid and advise the Governor in the exercise of his 
function. 

The Chief Secretary who is appointed by the President, has a very important role to play in the financial 
management of the Provincial Council. While he is accountable and answerable to the President in the implementa­
tion of the National Policy of the Government, he also has to satisfy the aspirations of the Council and is answerable 
to the Governor and the Council through the Chief Minister. llisduties and functions in the Provincial Council are 
similar to that of the Secretary to the Treast.ry/Secretary to the Ministry of Financ(; in the Government. The 
organisation chart of his Secretariat is at annexure A. Listed below are some of the major duties performed by his 
secretariat. 

(i) 	 Preparation of Annual Budget (Financial Ssalenient ) and Annual Development Plan. 
(ii) 	 Custody of the Provincial Fund, collection of revenue and other receipts. 
(iii) 	 Disbursements of the Fund with various accounting units of the Provincial Council. 
(vi) 	 Establishment of proper financial procedures and systems. 
(v) 	 Ensuring an effective Internal Audit System in the Province. 
(vi) 	 Advising the Board on financial matters. 
(vii) 	 Installation of a financial management information system and maintaining Books of Account of the 

Council. 

Chief 	Accounting Officers & Accounting Officers 

In order to facilitate the financial management of a Province: 

(i) 	 The Secretaries of the Ministers of the Provincial Council are appointed as Chief Accounting Officers 
by the Governor on the recommendation of the Chief Minister and advice of the Chief Secretary. 

(ii) 	 Hteads of major Units under the Ministers are appointed as Accounting Officers by the Chief Minister 
on the recommendation of the Chief Secretary and nominated by the respective Secretaries. (Vide 
Chart B). 
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Internal Audit 

A powerful Internal Audit section headed by a Director carries out regular inspections of all accounting units of theProvince based on an Audit Programmcn drawn out, and assists the Chief Secretary in the control of finances. Thisunit also consists of a "flying squad" and acts on information received form the public under the direction of theChief Secretary. This unit is expected to advise the accounting on the spot to facilitate the prevention of shortcom­
ings and irregularities. 

Reporting System 

All Accounting Officers should submit the Cash Forecast Statement to the Chief Secretary on or beore the 25th ofthe previous month and he in turn should forward his consolidated statement to the Ministry of Provincial Counciland other funding authorities on or before 05th of the month to obtain tile necessary imprest. 
The Accounting Officers should also submit their Actual Expenditure Summary of Accounts on or before the 10th ofthe following month together with the necessary schedules etc. to the Chief Secretary who will forward the consoli­dated statement to the authorities concerned referred to above before 15th of the following month. 

Accounting officers :,re not allowed to utilise their revenue and other receipts for expenditure. They should remittheir collection to thi; Chief Secretary to be credited to the Provincial Fund along with a statement.
 

Apart from the above statements the Chief 
 Secretary monitors the progress through periodical progress reports ondevelopment work, hold discussions and progress review meeting with Secretaries and Offices concerned and monthlydiscussions with the Accountants and Financial Assistants. 

4. DEVOLUTION AND CONSTRAINTS 

The devolution has taken place and financial activities have been decentralised to the level of Divisional Secretaries.They are functioning as mini Kachcheries at the moment. The following constraints are observed as major obstacles
to the meaningful and effective operation of the system. 

(i) Lack of Accountants and trained supporting staff. 

(ii) Hesitation on the part of some line Ministries to part with 	 their work to I-rovincial Councils along with
the resources. 

(iii) Insufficiency of funds. 

(iv) 	 Ambiguity and disputes over concurrent subjects. 

Prepared by S.Amarakoon-FPFA,DPFM,Deputy Secretary (F) W.P. 
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PROVINCIAL COUNCIL ADMINISTRATION AND FINANCIAL
 
MANAGEMENT - DISCUSSION ON PRACTICAL PROBLEMS
 

Provincial Councils Act No. 42 of 197, provides for the Administration of the Provincial Public Service and management of 
the Provincial Fund of a Province. 

GOVERNOR: 
The Governor of a Province occupies a vital position in the organisation of the Provincial Council. He is appointed 
by the President in terms of Article 154 B of the 13th Amendment to the Constitution and is vested with the power 
of appointment, transfer, dismissal and disciplinary control of officers of the Provincial Public Service without 
exception. While he reserves very important functions to himself, some of the functions are delegated to the 
Provincial Public Service Commission and to the Chief Secretary or other officers. There is no clear cut idea as to 
what services belong to the Provincial Public Service. According to Public Administration Circular No. 56/89(1) 
Administration of officers in the All Island Services come under the purview of respective appointing authorities, 
even though they are being released to serve in the Provincial Councils. So the power of the Governor is restricted 
and he will not be in a position to exercise his functions within the province. There is a demand by other services 
also to get away from tile Provincial Service on various grounds and this situation has crested confusion is the setup. 

CHIEF SECRETARY 
Chief Secretary is the only officer appointed by the President in the Provincial Council with the concurrence of the 
Chief Minister. lie should see that the national policy is carried out in the Provincial Council and at the same time 
implement the development programmes and other proposals passed by the Council in accordance with the aspira­
tions of the people. This arrangement would work without much problems so long as those who are in the power in 
the Council belong to the Governing party. In the event of a change of power, only the officers who are well 
experienced and highly diplomatic would be able to handle affairs and discharge the responsibilities while maintain­
ing balance. 

ADVANCE ACCOUNT ACTIVITIES: 
There is no source of funding available for the operation of Advance Accounts in tile Provincial Councils. They have 
to restrict the activities to the amount of recoveries generated within the province in respect of the advances already 
paid. There is a provision in the Provincial Council Act to get loans out of the Consolidated Fund for Provincial 
Council and all Provincial Councils have made their requests for loans to meet the demand of various Advanccs The 
response had been very poor, leaving the Provincial Service a discontented lot while their Govt. counterparts enjoy 
the concession without hindrance. 

RESOURCES FOR DEVELOPMENT 
Sections 36:1 to 36:20 under List No. 1 to the 9th Schedule attached to tile 13th Amendment to the Constitution 
empower the Provincial Councils to raise taxes and collect revenue on various items. The revenue so collected iq 
being deducted from the grant and only the difference is released to the Council for meeting recurrent expciditule 
reqluirement during the year. Therefore, the Provincial Councils are not in a position to utilise the money collected 
by way of taxes to improve the living conditions of the tax payers in the Province, a privilege that is given even to 
the Local Authorities. This situation would continue until the Provincial Councils collet revenue in excess of their 
recurrent expenditure requirements which is only a dream for most of the Councils. Under these circumstances, the 
Provincial Councils will have to depend on the Govt. for their capital expenditure requirement. 

When a study is made of the Budget (Financial Statement) of a certain Provincial Council, it shows that only 12% of 
the expenditure is allocated under capital expenditure for development activities which ratio is not at all satisfactory. 
This situation had become still worse when the capital expenditure pattern was reviewed over the past few years. 
This is a comnmon problems that affects all Provincial Councils. 

Year Recurrent Expenditure Capital Expenditure
 
1991 76% 24%
 
1992 80% 20%
 
1993 87% 13%
 
1994 88% 12%
 

MATCHING GRANTS 
According to Dr. Salgado's Report on Finances of Provincial Councils, it recommended that the Government should 
provide the Provincial Councils with a grand called "Matching Grant" to encourage them to collect more revenue, 
being the figures pertaining to the 1st year when the Provincial council started the collection of revenue, i.e. 1991. 
Although this has been accepted by the Government in principle, it is still in the hands of consultants. This attitude 
is counter productive and the Provincial Councils do not show keen interest in tapping the potentials at their 
coinnand. 

FINANCIAL CONTROL BY THE COUNCILS 
The legal provision that exits for the control of Revenue and Expenditure by the Council of a Province is shown in 
annex (A) and the mechanism of the c ntrol is shown in annex (B). Since all resources, including the Grants given by 
tile Government for implementation o tile devolved subjects, from the Provincial Fund, it is the responsibility of the 
Provincial Council to see that the money is spent in accordance with the law and for the purpose approved by tle 
Council. With this objective in view, each Provincial Council has appointed a Provincial Public Accounts Committee 
under the Standing Orders to examine the Auditor General's Report and other Accounts of the Council. 

123 -,-' 



PROVINCIAL COUNCIL CONTROL ANNEXURE A 

CONTROL OVER REVENUE CONTROL OVER EXPENDITURE 
Inflow of Funds I PROVINCIAL FUND Outflow of Funds 

1 ST CARDINAL PRINCIPLE 	 2ND CARDINAL PRINCIPLE 

All moneys belonging to the Provincial All payments approved by the 
Council must be identified and Provincial Council. 
controlled. 

SECTION 19(1) 	 SECTION 19(2) & 25(l) 

There shall be a Provincial Fund 	 1. No moneys out of the Provincial 
into which shall be paid: 	 Fund shall be appropriated ex­

cept in accordance with, and 
1. Taxes imposed by the Council 	 in the manner, provided in the 
2. Grants made by the Govt. 	 Act. 
3. Loans advanced from the Consol- 2. Financial Statement of the ex­

idated Fund. penditure and receipts in respect 
4. Other receipts. of every Financial year shall be 

laid before the Council 3 months 
prior to the commencement of 
the Financial Year. 

FINANCIAL CONTROLL MECHANISM IN P.C. ANNEXURE B 

O Annual Financial 
Govenor~%J Provincial Statement 

?arliament Council Appro. Statute. 

Warrnts 
By Ch. Minister 

0 

......... . ( . .: .ci.. . . .w
Prov.. ea~Proviyhcia. 

*--Ch.A.00 

A.00/R.A.CO 
Prepared by : Mr. S.Amarakoon, D.S.(F) - W.P. 
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QUANTITATIVE TECHNIQUES
 

Organizational problems arise, due to the interaction of organization with the real world (i.e., their environment) In this 
interaction, there is a tendency for the many components of an organization, to grow into relatively autonomous empires 
with their own goals and value systems, thereby losing sight of how their activities and objectives interrelate with those of 
the overall organization. What is best for one component frequently is detrimental to another, so they may end up working 
at cross purposes. As the complexity and specialisation in an organization increase it become more and more difficult to 
allocate its available resources to its various activities in a way which is most effective for the organization as a whole. 

Therefore, the study of systems by scientific methods has been a rapidly developing field. The progress of scientific study 
normally depends on experimenting on the system concerned. 

But with an organization, experiments are likely to be expensive if not impossible. Quantitative Techniques (or the British 
call if OPERATIONAL RESEARCH) was first explicitly developed during the second world war, as there was an urgent 
need to allocate scarce resources to the various military operation and to the activities within each operation, in an effective 
manner. Thus research was done on (Military) operations. Hence the terminology. 

On the other hand in these researches, only the quantifiable aspects were subjected to experimenting. Thus various 
techniques to deal with quantities were developed. The body of knowledge accumulated is termed Quantitative Techniques. 
QT has been defined as follows. 

The attack of modern science on complex problems arising in the direction and management of large systems of men, 
machines, materials and money in industry, business, government and defence. The distinctive approach is to develop a 
scientific model of tlh. system, incorporating measurement of factors such as change and risk, with which to predict and 
compare the outcomes of alternative decisions, strategies or controls. The purpose is to help management determine its 
policies and actions scientifically'. 
An emphasis on making decisions or taking actions is central to all Operational Research applications. Improving decision 

analysis is important, as, after all the only thing you control, is your decision, prior to the uncertain outcome. 

The methodology of the Operational Research approach to a problem, may be divided into the following sequence. 

i. 	 Problem formulation 
ii. 	 Model construction 
iii. 	 Deriving a solution from the model. 
iv. 	 Testing the model, evaluation of solutions, 
v. 	 Choosing optimal solution 
vi. 	 Implement and maintain the solution. 

Fi F,"tlate . Construct I Deri' -- Test Model & use it to evaluate 

Prolem Model Solution Alternative Solution 

Real Implement Choose Optimal 
World Solution 

(I) 	 PROBLEM FORMULATION 

Most practical problems are initially communicated to an Operational Research team in a vague, imprecise way. 
Beside the problem might not be what management think it is, therefore it is essential that the system is studied and 
a well defined statement of the problem to be considered, is developed. The appropriate objectives, the constraints 
on what can be done, interrelationships between the are; io ')e studied and other areas of the organisation, the 
possible alternative courses of action, time limits for making a decision, etc, should be previously determined. It is 
difficult to extract a 'right ' answer from the 'wrong' problem! It is also vital that initial formulation be continually 
re examined. 

(II) 	MODEL CONSTRUCTION 

Isolate relevant factors and formalise their effect. This is a central step in the OR methodology, in OR, a model is 
almost always mathematical and therefore necessarily an appropriate representative of reality. The idea of a 'model' 
seems overabstract to some managers. However, every manager has only the implicit view of the system he controls, 
or is part of which he consults when taking decisions. Mathematical models can be of value:­

a) 	 To assist in clarifying and quantifying, what are otherwise subjective impression; thus describing a problem 
much more concisely. It helps to reveal important cause and - effect relationships, indicating more clearly what 
additional data are relevant to the analysis. 
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b) 	 To improve decision making in systems too complex to be contained in a single manager's mind. It facilitates 
dealing with the problem in its entirety and considering all its interrelationships simultaneously. A mathematical 
model forms a bridge to the use of high-powered mathematical techniques and electronic computers to analyze 
the problem. 

c) 	 To free the manager from routine decisions. 

In order that a mathematical model be tractable, it is necessarily an abstract idealization of the problem and 
approximations and simplifying assumptions geneially are required. Therefore, it should be ensured that the 
model remains a valid representation of the problem. The proper criterion for judging the validity of a model is 
whether or not it predicts the relative effects of the alternative courses of action with sufficient accuracy to 
permit a sound decision. 

Considerable testing and consequent modifying of the model is vital, in order that a high correlation is maintained between 

the 	prediction by the model and what would actually happen in the real world! 

There are three (3) interrelated themes in OR model building. 

a) 	 Optimization - More of this in sections iii & iv. 

b) 	 Derivation of analytic properties of a mathematical mode, including sensitivity of an optimal solution to the 
models parameters, the structural form of an optimal solution and the operating characteristics of the solution. 

c) 	 System interactions, OR applications cannot be undertaken in isolation from the surrounding managerial 
environment 

(1I) SOLUTION 

Using the toodel calculate values for the decision variables; that 4;ptimize one of the objectives and give permissible
levels of performance on any other of tile objectives. We seek solutions that are optimal for the overall organization, 
rather than suboptimal solutions, that are best for only one component. 

Since the model is necessarily an idealfzed, rather than an exact representation of the real problem there cannot be 
any guarantee that the optimal solution for the model will prove to be the best possible solution that could have 
been implemented for the real problem, with which is associated many imponderables and uncertainties. However, if 
the model is well formulated and tested, the resulting solution should tend to be a good approximation to tile ideal 
course of action for the real problem. 

The test of the practical success of an OR study, should be whether it provides a better guide for action than can be 
obtained by other means. In addition to considering the composite measure of effectiveness in tile model, one should 
also consider the cost of the study and the disadvantages of delaying its completion and then attempt to maximize 
the net benefits resulting from the study. It is common, to obtain a sequence of solutions that coF.prise a series of 
improving approximations, to the ideal course of action. Optimisation may be carried out by analytic methods, by 
trial and error optimisation techniques or by computer simulation. 

(IV) TESTING MODEL AND EVALUATING SOLUTION 

Is the model valid? Is the solution better than the current situation? 

Given the difficulty of communicating and understanding all the aspects and subtleties of a complex operational 
problem, it is possible that the OR team either has not been given all the true facts of the situation or has not 
interpreted them properly. An important factor or interrelationship may not have been incorporated into the model 
or certain input parameters may not have been estimated accurately. In order to gain insight into the validity of the 
model, it is necessary to vary the input parameters and/or decision variables and to check if the output from the 
model behaves in a plausible manner. Conditions constantly change, in the real world. Thus, changes might occur, 
which would invalidate the original model. It is vital that this be detected as soon as possible, so that the model, its 
solution and the resulting course of action, can be modified accordingly. 

Sensitivity analysis - whereby the respective parameters are varied over their possible range of values, to determine 
the degree of variation in the resulting solution it is used to identify the critical input parameters of the model, in 
order to establish systematic procedures for controlling tile solution. Often sensitivity testing reveals that the 
uncertainty of an allegedly critical factor is actually not very important in making a good decision, whereas another 
factor, previously thought insignificant, is truly pivotal. 

(V) 	 IMPLEMENTATION 

Transform %paper improvement into reality and ensure that it is not eroded by changed circumstances. 

The OR team should participate in launching this phase, to ascertain that the solution is accurately translated into an 
operating procedure and to rectify any flows uncovered in the solution. The success of the implementation phase 
depends a great deal upon th- support of both top management and operating management. 
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Without an appreciation for the way the problem is viewed by the responsible decision makers, considerable difficulty may

be encountered in gaining acceptance and implementing the findings. Or even worse, the results could be erroneous or
 
besides the point. Therefore, the OR team should encourage the active participation of management, in formulating the
 
problem and evaluating the solution. Managers must take responsibility to see that the right problem is analyzed and that
 
adequate controls are exercised to monitor the progress of the application.
 

A truly successful implementation of allOR system must apply behavioural as well as mathematical science, because the 
resultant system must interest with human beings. Rarely, if ever, is a suggested OR system in perfect harmony with 
previously existing managerial attitudes and predilections. To ignore this fact, is to invite internal conflict, subterfuge and 
sometimes downright sabotage of the new system. It is important that tiledetails bf the plans for updating a model be well 
documented - as it is common tu, an OR model to be used repeatedly in the analysis of decision problems. The advantages
of the rational analyst to OR process, will occur to a greater or lesser degree, depending onlthe skill used in carrying out 
the study. 

The OR approach leads itself to the formulation of contingency c'lans, that is, a complete strategy, indicating which courses 
of action are appropriate for various future events. The OR model suggests the action to be taken immediately and the ones 
to be postponed and when to undertake a re-assessment. 

The OR approach gives us bletter decisions, better co-ordination, better control and better systems. OR models yield actions 
which improve oni intuitive decision making. A situation may be so complex (because of intricate relationships among
decisions, voluminous data pertinent to operations and uncertainties of market Wlivity) that the human mind can never hope 
to assimilate allthe significant factors without the aid of OR guided computer analysis. 

In the past, managers have made these decisions without the aid of OR. Iowever, experience has shown tat the depth of 
their understanding and the quality of their decisions have improved, with the application of such models. Particular 
decisions may ultimately turn out to be wrong, but the improved decision making process reduces the risk of making such 
erroneous decisions. 

Finally, when an OR model is used to reduce costs, the percentage savings may be relatively small. But if this percentage is 
applied to a large cost base, tileabsolute savings can pay for the OR study many times over. 

OR 	IN PRACTICE 

Iere are a few examples of the sort of problems which OR has been used to tackle. 
1. Are submarines most effectively eliminated by seeking to destroy them at sea or by launching attacks against 

their land bases? 
2. 	 If steel bars are produccd in lengths which vary, how should the saw be set, so as to minimise the waste metal? 
3. 	 Where should a grocery firm build the 5 factories it expects to need in the next 10 years?
4. 	 How should we route a number of jo! s, each needing processing on several machines in a particular sequence, 

through and engineering job shop?
5. 	 If we know what the demand for a product can be, how much stock should we hold and how should we decide 

when to re-order? 
6. 	 By how much can trade grow, before a second lock need be built into a ouck. 

OR TECHNIQUES 

In the study of these and other management problems, certain recurring situations have been noted, for which roughly the 
same model is appropriate. Such models are explored in depth and general solutions worked out. Such techniques include:­

a) Linear Programming 

Used to work out a minimum cost transport schedule between factories and markets; or what mix of products to 
make when each product uses up different amounts of a number of scarce resources or assignment of personnel; 
blending of materi.ls etc. 

b) Queuing Theory 

Ifcustomers (or goods) arrive at a service facility in some random way, what can we say about the size of queue
which builds up to the time that customers have to wait? Uised to solve problems concerned with traffic conges­
tion, servicing machines subject to breakdown, determining thclevel of a service force, air-traffic scheduling etc. 

c) Dynamic Programming 

A way of taking sequential decisions when the number of possible combinations is very great for example,
finding the shortest route through a complex network. Used in planning advertising expenditure, distributing 
sales effort and production scheduling. 

d) Critical Path Methods 

In a project composed of jobs which must wait till certain other jobs have been completed, CPM can tell is how 
late each job can start and how important its prompt completion is, to the timing of the whole projec!. 
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e) Theory of Games 

If the effectiveness of your strategies depends on those of a competitor and vice - versa, game theory advises 
which strategy (or mixture of strategies) to use. 

f) Stock Control 

There are costs of ordering, of holding stock, of running out. How much should be ordered and when, to 
minimise these costs? 

g) Simulation 

The process of experimenting or using a model and noting the results which occur. 

Presentation by K.L.J.B. Perera Head, Management and OrganizationDivision, 
SLIDA 
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INSTITUTE OF PUBLIC FINANCE AND DEVELOPMENT ACCOUNTANCY 
Intensive Basic Training Programme for Government Accountants. 

BASIC ACCOUNTING RECORDS 

GENERAL
 

Any ORGANIZATION, in its operations 
* 	 enters into transactions, exchanging value with others, 
* 	 acquires assets or incurs liabilities and 
* 	 disposes of assets or discharges liabilities. 

A BUSINESS organizailon (Trading, Manufacturing etc.) is motivated by the profits they expect to earn in the 
process of their operations. A SOCIAL SERVICE organization is similarly motivated in achieving their objectives in 
the service of the target group. The Government is an organization which has the objects of serving the nation in 
many ways as defence, social welfare, economic infrastructure etc. 

All organizations require to know at relevant intervals, particularly at the end of a financial year
* 	 the results of their operations financially 
* 	 the state of the financial position and 
* 	 the way they were financed during the period and how the finances were applied. 

Inorder to obtain information of this nature the organizations need to maintain 
* 	 records of daily transactions (primary entry records) 
* 	 accounts in classified form (Ledger accounts)and 
* 	 Total account to prove the correctness of a larger number of individual accounts of the same category 

(Control Accounts) 

ACCOUNT
 

An Account is a record of 
* 	 transactions 
* 	 events and 
* 	 cognisances (e.g.depreciation)relating to a thing (an asset, liability, expense or income). 

Accounts recognize the fact that every transaction etc. which is capable of being recorded in terms of money involves 

the receiving of value and the giving of value which we, the accountants identify as DEBITS AND CREDITS. 

ACCOUNTS STATEMENTS: -

We are familiar that Trading Organizations prepared periodically statements of accounts in order to ascertain their 
results of trading i.e. whether a profit has been made or a loss incurred at the end of the given period. So do the 
Social Service organizations to find out their periodical income, expenditure, extent of achievements of the objectives
and 	what cost. 

The statement prepared by Government Departments to report to the Parliament how best the funds provided have 
been utilized during the year in question is called the ANNUAL APPROPRIATION ACCOUNT. 

ACCOUNTING RECORDS: 

The principal book of account which provides information for the preparation of the Statements of Accounts 
mentioned in the foregoing paragraph is the LEDGER which includes the Cash Book, the ledger account for cash. 
The information for preparation of the Annual Appropriation Account by a Government Department is contained in 
the Appropriator Votes Ledger. 

BOOKS, REGISTERS ETC. IN GOVERNMENT DEPARTMENTS: 

Chapter VII,Section 2 of the Financial Regulations prescribes the books for general use. The F.R.445 under that 
section mentions the following books: 

1. 	Cash Book and /or Petty Cash Book (Form Gen.58)
2. 	 Departmental Appropriation Votes Ledger (form Gen.138) 
3. 	 Register of Cheques, Money Orders, etc., received (Form G.A.-M 83) 
4. 	 Register of Counterfoil Books (Form G.A. - N 20)
5. 	 Audit Query Register 
6. 	 Inventory Book (Form Gen.44) 
7. 	 Catalogue of Books (Form Gen.44) 
8. 	 Register of Consumable Stores) 
9. 	 Personal Emoluments Register (Tr. & Aud., 17) 
10. 	 W. & O.P.Register 
11. 	 P.S.P.F.Register 
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This F.R. also authorises the departments to keep such other books and accounts as may be necessary for their 
particular requirements. A copy of Section 2, Chapter VII of the Financial Regulations is annexed for easy reference. 
Among the other books to be kept by the departments are: 

1. Deposit Ledger (Form Gen.69) 
2. Advances/loans Register (form CC 10) 
3. Classification Books 
4. Shroff's Cash Book 
5. Imprest ledger 
6. Allocations rcgister 
7. Holiday Warrants register 

SOURCE DOCUMENTS: 
Some of the documents in general use which provide information to be record in the accounting records maintained 
by the departments are: 

1. Paying-in-voucher (Gen.I)8) 
2. 	 Payment vouchers:
 

Salaries (Gen.53)
 
Wages (Gen.36)
 
General Payments (Gen.35)
 
Payments from Deposits (Gen. 70)
 
Travelling Expenses (Gen.177,178 and 167)
 
Refunds from Revenue (Gen.29)
 

3. Inventory vouchers: 
Consignment Notes.
 
Certified copies of Invoices
 
Memoranda, letters etc. in the case of articles returned from loan.
 
Issue Orders (Gen.141).
 
Receipt Orders (Gen.219)
 
Reports of Boards of Survey.
 

4. Monthly Summary of Accounts. 

INSTRUCTIONS REGARDING USE: 
Detailed instructions regarding the use of books and registers mentioned in F.R.445 are contained in the subsequent 
Fipancial Regulations Nos.446 to 454. It is also helpful to have a grasp of the relevant regulations in Chapter IX, 
Kachcheri Accounts to have a better understanding in this regard. 

CASH BOOK: 
An important point to remember in maintaining the Departmental Cash Book is recording of X entries. Both receipts 
ard payments aspect of a transaction is recorded in the two sides of the book when X entries occur. Participants are 
requested to familiarise themselves with the provisions of F.R.234 (1) & 295 in this regard. 

APPROPRIATION VOTES LEDGER: 
Without prejudice to the use of other accounting records, the APPROPRIATION VOTES LEDGER and the CASH 
BOOK can the identified as the most important BOGKS OF ACCOUNTS maintained in a department, Apart from 
the provisions of F.R. 447 detailed instructions have been issued by the Treasury from time to time regarding the use 
of this ledger for a meaningful and effective control of funds provided by Parliament through the annual budget or 
the Supplementary Estimates. Other than a mere introduction, it is not possible to discuss this subject in a short 
duration of time. 

For the purpose of effective control separate Votes Ledger Accounts have to be maintained in respect of the detailed 
classifications under which provision is allocated in the Annual Estimates. It may, however, be necessary for a 
department to further sub-divide the provision allocated under a Object Detailed in the Estimates to provide still 
better control. In that event accounts for such sub-divisions should be maintained. 

When allocations are granted from the financial provision for utilization by another department the amount should 
be promptly noted as a commitment so that the expenditure can be kept within the net provision available after 
granting the allocation. 

Commitments in respect of work, supplies or services duly authorised by an Authorising Officer should be promptly 
noted in the Ledger on your the left hand side. Payments in respect of the commitments have to be reduced from 
the total commitments on the left hand side and noted as expenditure in the right hand side. 

Total accounts in respect of each of the classification will enable the Accountant-in-charge to control the funds 
provided more effectively. If an Object Detail is sub-divided and separate accounts maintained for the sub-divisions 
the Total Account will reflect overall position under that Object Detail. Similarly a'Total Account for the Object 
Code will reflect the overall position in that Object Code at a given date. In the same manner Total Accounts can be 
maintained for a Project, Programme and Bead. This will not only enable timely rendition of periodical statements of 
accounts but also will enable the authorities to monitor and control Votes. 

Prepared by : Upali Samarasinghe 
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Section 2- BOOKS, REGISTERS & C., IN DEPARTMENTS 

F.R.445 BOOKS FOR GENERAL USE. 

1) 	 The following books are prescribed for general use:­
(i) 	 Cash Book and/or Petty Cash Book 
(ii) 	 Departmental Appropriation (Votes)Ledger (Form General 138).
(iii) 	 Register of Cheques, Money Orders, & c., received (Form G.A.-M83).
(iv) 	 Reg's',er of Counterfoil Books (Form G.A. - N 20) -(See F.R.341). 
(v) 	 Audit Query Register. 
(vi) 	 Inventory Book (Form General 44). 
(vii) 	Catalogue of Books. 
(viii) Register of Consumable Stores. 
(ix) 	 Personal Emoluments Register/s 
(x) 	 W.and O.P.Register 
(xi) 	 PS.P.F.Register 

(2) 	 Dcpatrnents will however keep such other books and accounts as may be necessary for their particular require­
ments. 

(3) The books of account of departments whose methods of accounting are laid down in departmental codes or
manuals, duly approved by the Treasury, will be kepi in accordance with the Rules prescribed therein. 

F.R.446. CASH BOOK AND PETTY CASH BOOK. 

(1) 	 Subject to the following provision, the Cash Book will contain entries in respect of all receipts and all payments: 

(a) 	 Unless otherwise provided, money received at an office, which is not an Accepting Office is not entered in
the Cash Book, but in separate records as indicated in F.R. 177 (4). However, money received at such office, 
on account of Imprest (or Sub-Imprest), should be entered as receipts, and the payments and there from, as 
payments, on the respective sides of the Cash Book. 

(b) 	 All money received at Kachcheries should be entered on the receipts side of the Cash Book, and brought to 
proper account. Thereafter, remittances to the Treasury, in terms of F.R.187, should be entered in the Cash 
Book, as a payment, and brought to account as a debit to "Kachcheri Remittances Account". 

(c) 	 In any department in which owing to the large member of items of receipts or payments, sub,'-;"ry Cash
Books or Shroffs' Cash Books are maintained, each item of receipt or payment, as the case .... oe, should 
be individually recorded in such subsidiary Cash Book or Shroff's Cash Book, along with relevant particu­
lars. At the end of each day, after the necessary verifications and checks have been carried out, the totals 
should be extracted and posted in the main Cash Book. 

(2) 	 Cash Books must be written up-to-date, in chronological order of the receipts and payments,and totalled and
balanced daily. The entries should be numbered consecutively, and the same numbers affixed to the correspond­
ing supporting documents.* The numbers of the receipts issued for sums paid in should also be quoted in the 
Cash Book. The Supervisory or Staff Officer responsible should sign the Cash Book His signature will be taken 
as testifying to the correctness of all entries and of the cash balance. 

(3) 	 A Petty Cash Book-Money received on account of Petty Cash Imprest alone, and payments made therefrom,
should be entered in the Petty Cash Book. Other receipts, and disposals thereof will be dealt with as in (1)
above.
 

F.R.447. DEPARTMENTAL APPROPRIATION (Votes) LEDGER. 

(1) 	 Purpose. A Departmenta' Appropriation (Votes) Ledger must be kept in every department on form General 138,
in order to enable the Ilead of a Department, to control his expenditure under various Sub-heads apportionents
etc., of ihe Estimates. The account must show not only the amount expended but also the liabilities incurred, in 
order that the exact amount available for expenditure at any time may be known. 

If convenient, separate series of consecutive numbers may be used for­
(a) 	 Cash receipts/payments. 
(b) 	X, entry receipts/payments.
(c) 	 Cheque, & c., receipts/payments. 

E.g. In a Kachcheri it may be necesary toprovide two series of numbers on the receipt side of the Cash Book: one for ailmoneyreceipts (cash as welt as other forms of money), and theother for X entry receipts and three series of numbers on the
payments side: one for cash payments, one for cheque payments, and the third for 'X' entry payments.

Fresh series of consecutive numbers may commence at the beginning of each month, after the balance of the previous month
 
haabeen brought forward.
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(2) 	 Provision under Sub-heads, Appropriation and Items. As soon as the Estimates for the financial year are 
received, a separate account must be opened in the Appropriation (Votes) Ledger, for every Sub-head, Appro­
priation and Controlled items of the Estimates, on which the department incurs expenditure. The provision 
under each Sub-head, Apportionmert and Controlled Item # must be posted in the proper spaces at the head of 
each page and authenticated by a Staff Officer. The member of pages allotted to each Sub-head, etc., must be 
sufficient to contain all probable entries for the financial year. If new Sub-heads or Controlled Items a. 
afterwards authorised, by Supplementary Estimates or otherwise, similar accounts must be opened, entries made 
and authenticated. 
#See F.R.10 also. 

(3) 	 Additional Provision, If additional provision is authorised under an existing Sub-head, Apportionment or 
Controlled Item, the amount of such additional provision must immediately be entered up in red ink in the 
proper space, and added to the original provision. If the additional provision is granted from anticipated savings 
under the same Vote, the amount involved should not only be added to the provision augmented, but also be 
deducted from the original provisions of the particular Sub-head, Apportionment,or Item, on which the saving is 
anticipated. In all cases a reference must be made, in both pages of the account affected, to the authority 
granting such transfer. Such entries should be invariably authenticated by a staff officer. 

(4) Liabilities. Subject to the provisions of (5) below, all liabilities must be entered on the left-hand side of the 
account immediately they are incurred. Every entry must show generally the description of the liabilities and a 
reference must in all cases be made to the order, Indent, Requisition, contract, correspbndence or other 
document relating to the service. If the actual cost of the article or service is not known, the estimated cost 
must be entered. As soon as a payment is made on account of a liability, the original entry must be ruled 
through and a fresh entr made in a new line, showing the talance, if any, of the liability. The column "Total 
Liabilities Outstanding" Zmust be filled in at the end of each month and will represent the total of the items of 
liabilities which have not been ruled through and transferred to the expenditure side of the account. 
*.e.Liabilities other than Deferred Liabilities. 

(5) 	 Deferred Liabilities (F.R.94(3)). These should be entered in a separate column or in other suitable manner in 
the Appropriation (Votes)Ledger of the year in which they are incurred, They may also be dealt with in a 
separate Registei specially kept for the purpose. In either case, they will not affect the financial provision of the 
year in which they are incurred. These liabilities should be carried forward to the Appropriation (Votes) Ledger 
of the subsequent year or years in which they are expected to materialise and dealt with there as ordinary 
liabilities in terms of paragraph (4) above. 

(6) 	 Payments and Charges. Payments charged to the provision under each Sub-head, etc., should be entered up on 
the right-hand side of the account, the number of the relevant schedule, abstract, or voucher being quoted in the 
column provided for that purpose. The total of payments for each month should be added up after drawing a 
line. The cumulative morthly total would be entered in the next column headed: "Total Expenditure" which will 
represent the total of all such payments. 

(7) 	 Balance provision. The account must be balanced as at the last day of each month. For this purpose the totals 
of the columns "Liabilities a Outstanding and "Total Expenditure" must be added together, and entered in the 
column provided for the purpose. This figure represents the "Expenditure Commitments". The balance available 
for expenditure must be entered in the appropriation column. 
*i.e. Liabilities other than Deferred Liabilities. 

(8) 	Closing of the Account. At the end of the financial year, the account will be closed and the unspent balance 
of the provision, which should be entered in the appropriate column, will lapse. 

(9) 	 Any outstanding liabilities must be carried forward to the Appropriation (Votes) Ledger of the following 
financial year, as liabilities against corresponding provision of that year. 

F.R. 448. DISTRIBUTION AMONG LOCAL REPRESENTATIVES. 

Accounting Officers may, when necessary, allocate to eachs of their local representatives, portions of their total Votes, 
and each local representative must open Departmental Appropriation (Votes) Ledger Accounts for the Allocations 
granted to him. Thereafter F.R. 449 (1) and (2) shall apply. 

F.R. 449. ACCOUNTING FOR ALLOCATIONS. 

(I) 	 Derartment granting the Allocation. A department which grants an Allocation to another department of local 
representative should at once note it in the Appropriation (Votes) Ledger, or other appropriate book of account, 
as. a liability or as a reduction from provision, and the sum involved cannot be used for any other purpose, 
unltss the Allocation is later reduced or cancelled.
 
As soon as the expenditure intimations referred to in (2) below are received, the particulars should be noted in
 
the appropriate account.
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(2) Department or officer receiving an Allocation. (a) The department or officer to whom Allocation is granted 
will enter up the sum involved in the Departmental Appropriation (Votes) Ledger, or other book of account, as 
provision available for expenditure. Expenditure may thereafter be incurred from the Allocation, subject to the 
terms of F.R. 145 (3) Any such expenditure should be dealt with, by the department or officer incurring the 
expenditure, in the same manner as any other expenditure but the Department or authority which granted the 
Allocation should be notified in terms of F.R. 208 (3). 

(3) An Allocation should not be exceeded in any circumstances, without the prior approval of the department or 
authority granting it. 

Note - The provisions of the above Regulations, Nos. 448 and 449, may also be applied in granting Allocations from 
sources other than the Votes. (e.g.Allocations may be granted from the "Maximum Limit of Expenditure during 
the Financial Year" in the case of an Advance Account). 

F.R.450. STATEMENT OF EXPENDITURE COMMITMENTS. 

Every Accounting Officer should, before the 10th of each month, submit to his Chief Accounting Officer, on form 
Try. 170, a Monthly Statement of Expenditure Commitments for the previous month, in respect of each Vote under 
his control. 

This Statement will enable the Chief Accounting Officer to watch the progress of expenditure of the department. 

Note - See also. F.RR. 208 (3) and 449 re Statements in respect of expenditure from Allocations granted. 

F.R.451.REGISTER OF CHEQUES, &C 

A Register of Cheques, Money Orders, & c., (form G.A, - M 83) must be kept in every department and branch of a 
department to record the sums received. Their disposal should be subsequently noted against each item and authenti­
cated by the appropriate Staff Officer. In the case of stamps received on account of licences, the number and date of 
licence, on which the stamps arc affixed, should be quoted in the register. 

F.R.452 AUDIT QUERY REGISTER. 

(1) 	 An Audit Query Register must be kept in every department, showing the date of receipt of all letters and 
queries received from the Auditor-General, and the date oa which a reply was sent. The duplicate copies of 
queries received from the Auditor-General should be filed in serial order along with copies of replies sent. 

(2) 	 Admission of Incorrectness. When an incorrectness in a payment or charge is admitted and money is paid in, a 
certified copy of the receipt issued should,whenever possible, be forwarded with the reply to the query. If the 
receipt is not sent, the exact date of credit should be given, and if the sum was credited with a larger sum, such 
largers~m should be mentioned as well as the date of its credit. 

Note - Vide also F.R.117 re Right of appeal to the Deputy Secretary to the Treasury. 
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SUMMARY OF ACCOUNTS
 
DECEMBER 1992
 

Rs. Rs. o 000 

Expenditure A/c 13,300
 
Refund A/c 175
 
Deposit A/c 125 98
 
Advance to P.00 A/c 900 103
 
Surchage A/c 
 1 
Revenue A/c 1,790
 
Authorised Imprest Treasury A/c 
 826 13,334 

15,326 15,326 

AUTHORISED IMPREST TREASURY A/c 

Rs. Rs.000 000 000 
1992 1992 

Dec Expenditure A/c 13,300 Dec Bal B/F 
Refund A/c 175 Cash 1,250 
Deposit A/c 125 Travelling Adv 45 
Adv. P.00 A/c 900 Ad. hoc Adv 50 
Cash 3,852 Petty Cash 10 

Cheques Dishon 5 1360 
Dec Cash Treasury 15,000 

Deposit A/c 98 
Adv. P.00 A/c 103 
Surchage A/c I 
Revenue A/c 1790 

18,352 18,352 
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PETTY CASH ACCOUNT 

1992 
Dec Cash 10,000 

1992 
Dec Exp A/c 

Cash 
8,000 
2,000 

10,000 10,000 

DISHONOURED CHEQUES ACCOUNT 

1992 
Dec Balance B/F 

Cash 
5,000 

60,000 

1992 
Dec Cash 

Balance C/D 
45,000 
20,000 

1993 
Jan Balance B/F 

65,000 

20,000 

65,000 

_ 

AD. HOC. ADVANCE ACCOUNT 

1992 
Dec 

1993 
Jan 

Balance B/F 
Cash 

Balance B/F 

50,000 
25,000 

75,000 

25,000 

1992 
Dc Cash 

Expenditure A/c 
Balance CiD 

2,000 
48,000 
25,000 
75,000 

TRAVELLING ADVANCE ACCOUNT 

1992 
Dec 

1993 

Jan 

Balance B/F 
Cash Mr. Y 

Balance B/F 

45,000 
35,000 

80,000 

37,000 

1992-
Dec Expenditure A/c 

'.1r X 
Balance C/D 
Mr L 
Mr Y 

2,000 
35,000 

43,000 

37,000 
80,000 
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CONTROL OF EXPENDITURE THROUGH THE
 
APPROPRIATION VOTES LEDGER
 

A SHORT EXERCISE
 

Provision in a sum of Rs.25,000,000 is available in the current year's estimates Under Head 640, Programme 2- Project 102-
Object 09(7) (1) for the continuation work of construction of quarters at the Colombo General Hospital. the T.E.C. of the 
work is Rs.40m. and the work commenced in the middle of last year with Rs.15m. budgeted provision. The amount of the 
accepted tender for construction work exclusive of supply and instrllation of Lifts, Fire Fighting equipment and Air 
Conditioning, amounted to Rs. 36m. 

The total expenditure incurred during the last financial year in respect of this work was Rs.14.5m. 

Due to price escalation it was found necessary to get the T.E.C. revised to Rs. 45m. 

The following financial transactions took place during January of the year. 

Jan.10 Paid contractors - Bill No. 3 - Rs.3m.
 
Jan.15 Commitment No.] of last year revised to Rs.37m.
 
Jan.20 	 Commitment sheet for Rs. 200,000 in respect of consultancy agreement for supply and installation of 

lifts received - noted in AVR. 
Jan.30 	 Entered into agreement for supply & installation of lifts (C.S.recd)- Rs.4.5m Commitment Sheet 

returned to Works Branch informing that the balance provision cannot accommodate the Commit­
ment. 
Commitment Sheet received back in A/C Branch with the information that the expenditure during 
the year will be confined to tie available provision and requesting tie commitmclt be accommodated 
as tie T.E.C. has been revised and the balance required will be provided in the next year's estimates. 
Commitment recorded in AVR. 

Jan.31 Paid consultants for lifts - Rs. 150,000 
Feb.08 Paid bill No. 4 to Contractor Rs. 2,100,000 out of which Rs.100,000 was surcharged in respect of an 

overpayment on bill No.3
 
Feb.10 Paid Advertisement Charges - Rs.1000
 
Feb.20 Paid advance to contractor for lifts Rs.900,000
 

Record the 	above transaction in the AVR and balance it as at end of January & February. 

ACCOUNTING FOR COMMITMENTS
 
FLOW CHART
 

Contract/Supplies Branch Accounts Branch 

1. 	 Ascertain iavailability of Financial Provision 

2. 	 Authorise work/service/supply by officer having 2 

delegated 	authority. 

3. 	 Follow procurement procedure 3 

4. 	 Receive acceptance of Tender award/Send Requisi­
tion to Procurement & Advisory Services Unit Place 4
 

order on acceptance of Quotations etc.
 

5. 	 Issue Commitment Sheet in duplicate on from 5
 
Gen.279 to Accounts Branch. (costs of supplies
 
should be as ascertained at the latest prices avail­
able) G S
 

-2­
6 
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Contract/Supplies Branch Accounts Branch 

6. Check Commitment Sheet. (Votes-particulars cor-
rect? Signed by officer having delegated authority? 
Balance provision available sufficient to meet the 
commitment?) 

-I­

6 NO 

YES 

7. Number Commitment (Separate series for each Ob­
ject Detail/Sub/Detail.) 

8. Record Commitment in Appropriation Votes Led­
ger and bilance it. Columns 1,2,3,4,5,8,17,&19 p

STORAGE 

9. Make endorsement on body of commitment sheet 
that it has been recorded and return one of the 
numbered copies with endorsement to the branch 
which originated it. 

9 

10. Maintain the numbered commitment sheets separa-
tely filed in serial order in respect of each Object 
Detail. 

-5--6-

10 

4­

11. Return both copies of the commitment sheet to the 
branch which originated it and give reasons. 6 

12. Correct defects and return commitment sheet to 
Accounts Branch. 

'­

13. Delay commencement of work cancel requisition / 
order and lay by for future consideration if defect 
pointed out cannot be corrected / Sufficient funds 
are not available according to Accounts Branch. 

SETTLEMENT OF COMMITMENTS 

14. Approve payment of advance (by officer having de­
legated authority-F.R.137-if requested by 
contractor/supplier and if such payment is covered 
by agreement and Bank Guarantee. 

-2-
9 

14 

15 
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Contract/Supplies Branch Accounts Branch 

15. 	 Prepare Voucher for payment of advance 15 

16. 	 Note payment in the commitment sheet and corn- 16 
nitment sheet No. on body of Voucher. 

17. 	 Forward to Accounts Branch the approved voucher 17 
with a copy of the Bank Guarantee and contract 
agreement for payment. 

18. 	 Check Voucher with the appropriate commitment 
sheet referred to on it for Vote particulars etc. 
authority to approve payment under F.R.137, condi­
tions of Bank Guarantee and contract agreement. 

19. 	 Note payment in the Commitment sheet. 1 

r-­

20. 	 Note payment in the Appropriation Vote Ledgers 
(Columns: 
(1),(2),(6),(8),(9),(10),(11),(12),(13),(14),(15),(16),(17), & 
(19) and pass for payment. 

A. V. L 

PAYMENT OF BILLS I INVOICES. 

2-
Prepare Voucher for payment of Contractor's I Sup-21. 
plier's 21 
Bills / Invoices 

35 

22. 	 Note payment in relevant commitment sheet and 22 
the C.S. No. on body of.Voucher and approve pay­
ment under FR.137. 

23Forward Voucher to Accounts Branch for payment.23 


24. 	 Take action as per Sections 18,19 & 20 above. 24 

-6­
27 
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Contract/Supplies Branch Accounts Branch
REVISION OF COMMITMENTS 

-2­
25. 	 Revise commitments if expected expenditure as at 9 

date is more / less than that first estimated. (use 
from Gen.280) and forward revision sheet in dupli­
cate to Accounts Branch. 25 

26. 	 Note revision in the Original commitment sheet -2­
and in the Appropriation Vote Ledger and balance 10 26 
it. 

STORAGE 
BALANCING APPROPRIATION VOTES-LEDGER 
AT END OF MONTH. 

27. 	 Total figures in columns (13),(14),(15) & (18) of the 2 
Appropriation V.L. in respect of transactions dur­
ing the month. 

28. 	 Deduct total of surcharges for the month (column 28 
18) from the total of cols.(13) and/or (14),(15)& (18) 
for the month and find net payments. -7­

29
 

29. 	 Find total of columns (4),(6),(7) & (8) for the 
month and write in same line as those in cols. (13) 

30. 	 Bring down the total figures as at end of previous 30 
month under columns (4),(6),(7).,8),(13),(14X15) & 
(17) to below those for the month in question and
 
find total position as at the end of month.
 

31. 	 Find balance under column (19). 

STORAGE
 

COMMITMENTS NOT SETTLED AT END OF 
YEAR. 

32. 	 Inform amount of Commitments outstanding (col.8 
of A.V.L.) at end of year to relevant branch. F"
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Contract/Supplies Branch Accounts Branch 
33. 	 Verify amount of outstanding commitments with .7­

balances in individual commitment sheets and make 32 
sure individual balances are yet outstanding. 

33 

34. 	 Inform Accounts Branch the actual amount of out­
standing commitments and request to reserve provi­
sion therefor from the new Financial year.
 

35. 	 Reserve provision and note in A.V.L. right hand top 35 
corner and inform relevant branch. 

Prepared By U. Samarasinghe 
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DEPARTMENTAL APPROPRIATION (VOTES) LEDGER Rs. 
Department: Estimate .25 

roead t)40 Less Prior Year's Commitments 21.50 
Proqrarnme 2 3.50Project 102 - do revision dated 15.1 1Object 09 2.50Object Detail : (7)(I) Qrs. at CGH. VirementitAuth No. Wf )Plus/minus 

Suppleme ar is 
(1) (2) tomitments (5) Amount Paid ) 1 1, ci ) 12) Amount Pai,dl (16) (17) (18)1 19) 

Date Particular , 3)1 (4) Wit, Outs:a tl-Iiacl(6) (7) tr4m Particulars No of (13) 114) (15) Initi- 8+13 Credits ProvisionAmount als By this By Other inc i. I t Payments Vr. Etc. o/a curt. /a prior als otal of iTotal AvailableIn Red. 
Dept epts. oyr ear Payments 

enttsyr\ year & Outsta­
- nr cmtmen'ts cmt'ments nding 

__ _ __....__-__ _ _cmt'ments 

M, CiWnrahCtrBill i 02 3 3 x 
15 t~isiion of 

;I:,lilI fro 
20 Consultar-I 2.5 

cy for lifts M1t .2 x .2 
30 Supply &
 

Installat ionu
of lifts 02 4.5 x 4 11 Mr C.. Cons- 4.7 (2.4)31 C S.No.0I - lhant for lift 10 .15 .15 x4 7 (2.4) 

4.7 .15 .. 
 3 3.15 4.7 (2.4) 

C.ontractor i 
Bill 4 07 2.1 21 x (2.1)

Aderiisein­
ent cha;ges 10 .001 2.101i .001 (2.401110 C.S.No 10 .9 (.9i ( %'lr Contr­
actor for lift 14 .9 30(1 I I t2.401) 

Total for 2.1 _._ _001 1 
•'b .9 91 iih , .urcliarc ! 0 

I~xp. 01 I (!i 001to end 1).1)
Total t Janliary
end Jan. 4.7 .15 4.:) .15 3 1., 4.7 

4.7 1.05 .SI 
7ilbt 4.701 2.401) 

I I 

iF 
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AIMS AND OBJECTIVES OF FINANCIAL REPORTING IN THE PUBLIC SECTOR 

I. OBJECTIVES 

The General Treasury is the sole controlling authority in public finance on behalf of Parliament. The organisationalstructure for financial discipline in the public sectcor has therefore been set up with the General Treasury at the apex.
Functionally the General Treasury has to organise and set 
 up a sound system of financial management. With the intentionof achieving this principal objective the Treasury has organised the financial reporting system in the public sector. However
there are other objectives . They are to ­

exercise control over revenue collection and expenditure.
maintaining accounting records in suitable manner.
 
furnishing management information for decision-making.

controlling the activities of the public sector organisations.
 
management of other resources. 

2. SOURCES OF FINANCIAL INFORMATION 

As line Ministries and Departments under thern are the operational agencies the actual financial transactions pertaining tothe functions entrusted to tlhen take place at that level. Authority for public expenditure comes out of the AppropriationAct passed by Parliament, other laws, Annual estimate and various types of Warrants issued from time to time - FR 90.
Such Operational Agencies maintain the primary accounting records. Responsibility for expenditure rests with 
the ChiefAccounting Officers and Accounting Officers by delegation -FR-200 (i). They in turn become the providers of financialinformation. As they are at the operational level the reporting function starts there. The formalized system of reporting is
so arranged 
to obtain the sufficient amount of financial information for account recording purposes at the General
 
Treasury.
 

It is a requirement in :he financial procedure that all accounts of line Ministries, Departments and Kachcheries etc. arebe incorporated inthe Treasury Books - FR 410. 
to 

3. CENTKAL RECORDING NI'STEM 

The General Treasury maintains a M.ain Ledger to record­

(i) Total Accounts for which there are subsidiary books (showing details 

(ii) Other Accounts 

The Main Ledger contains following accounts:­

i. Expenditure Account 

ii. Revenue Account 

iii. Authorised Imprest Account 

iv. Authorised Advances Account 

v. General Deposit Account 

vi. C:yon Development Loan 1954 Account 

vii. Sundry Security Deposit and Investment Account 

ix. Autlhrised Advances (Kachcheries) Account 

x. Advances to Public Officers Account 

Reporting arrangement is linked to this account pattern. Departments are given an imprest to make payments. For imprestpurposes tie departments are classified as A.B. & C. Reporting of financial data to the General Treasury by leads ofl)eparlrnerts is pictured inthe charges to this imprest. The date of record (of payment or receipt in the Cash Book) isreckoned as the date ouf account and not any other (late eg. committing a liability etc. FRR 186 & 162. This rule is adoptedeverywhere uniformly in Govt. Departments. The aim of the General Treasury in this process is to bring to account alltransactions of a particular month, in tie same month (not later or not earlier). 
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VARIOUS REPORTS AND AIMS 

Most reports are formalized; some are for internal use by Departments while the others are to transmit financial informa­
tion to external parties. 

REPORT 


Commitment Sheet 

Allocation letters 

Intimation of 
Debits/Credits 

Flash Report(Monthly) 

Finance & Work Plan 

* Committed Expenditure 
Statement (Monthly) 

Summary of Accounts 
(Monthly) 

Monthly abstract of Re-

ceipts and Payments 

Letter "It"Account 

Annual Appropriation Ac-
count 

Loss Reports FR 102 

Monthly Statement of Net 
Expenditure, Net Provision 

Statement of Foreign Aid 
Received 

P & L Accounts & Balance.-
Sheets (Advance Account 
Activities) 

FROM 

Manager committing a liabi-
lity
 

Accounting Officer with 
whom financial provision is 
available 

Accounting Officer raising 
debit/credit 

A& B Class Departments 

-do-

-do-

-do-

Kachcheries 

Only by 'C' Class Depts. 

All Depts. 

-do-

Gen.Treasury 

All relevant Departments 

-do-

TO 

Manager controlling finance 

Accounting Officer who car-
ries out the activity and pays 

Accounting Officer under 
whom provision exists 

General Treasury 

-do-

-do-

-do-

-do-

-do-

Auditor General 

C.A.O./ Auditor General 

All Depts. 

Gen Treasury 

-do-

* ;iinilar to Flash Report and therefore not rendered by many departments. 

All these reports are 

AIM
 

To record liability 

To provide necessary mon­
etary provision for payment 

T, intimate dcbits/credits 

To indicate imprest require­
ments monthly. 

To indicate work plan & cash 
requirements 

To show past expenditure 
and how much is required to 
discharge liabilities 

To transmit accounting infor­
mation to record in Treasury 
books(This is the main ac­
counting report required by 
the General Treasury) 

-do-

To show payments passed 

To show appropriations 
against financial provision 

To report losses 

To show position in Deptl.
Accounts in the Treasury 
Books to reconcile figures. 

To show disbursement of 
Foreign Aid 

To show position annually 

means of transmitting financial information from one executive to another - mostly fron, bottom totop in the information channels. The Monthly Statement of Net Expenditure & Net Provision shows the position of votedfunds and any saving or excess as appearing in Treasury books after taking into transfer payments adjustments. This is avital document flowing information downward from the General Treasury to the Departments. All these are aimed atsatisfying hierarchal needs of financial information. It is very important to have a reliable information flow to enable theGeneral Treasury to build up a dat,,-base to provide necessary financial information for managerial decision moking. 

Prepared by G.S. Pallewatte 
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FINANCIAL INFORMATION FOR MANAGEMENT IN
 

GOVT. DEPARTMENTS, THEIR OBJECTIVES AND ADEQUACY
 

A survey of statements produced by Finance sections of Govt.Departments quickly reveals the following position. 

'A' CLASS DEPTS. 
Flash Report monthly furnished to Treasury 
Finance & work plan monthly furnished to Treasury 
Summary of Accounts monthly furnished to Treasury 
Committed Expenditure monthly furnished to Treasury 
Appropriation Account Annually the following year to Aud-General 

'B' CLASS DEPTS. 
Flash Report 
Finance & work plan 
Statement of Debits & monthly furzished to Treasury 
Renewal of Imprest 
Appropriation Account Annually the following year to Aud-General 
Committed Expenditure monthly furnished to Ministry 

'C' CLASS DEPTS. 
Letter 'H' A/C six monthly to Treasury 

All Departments furnish a statement of losses as they occur, to the Auditor General. 

Committed Expenditure statements are not furnished as a rule by all Depts. as earlier. But the good practice is still 
adopted by many Depts. and Sub-departments. 

OBJECTIVES 

In 1978 an IMF Team of advisers found that the Treasury had little information of the cash being received or 
revenue collected currently on a monthly or weekly basis and the latcst position of cash holdings when the Treasury 
is granting Imprests. The liquidity position was a guess. Only what is left with the Treasury was known but not the 
cash becoming available. 

The advisers suggested that it is not the Summary of Accounts or the Monthly Statement of Debits that should be 
awaited but a Flash Report to reach Treasury, of the Cash received monthly by way of Revenue and/or Deposits and 
the forecast payments for each Programme along with the Cash balance in hand with the Departments. 

Without waiting for classifications to be completed, summary of accounts to be prepared or Bank reconciliations to 
be done. 

The purpose of the Flash Report was to help the Treasury in Cash management. 

Finance & work plan - was to reveal Cash expenditure by Programme and Project against the Work programmes of 
the Department. 

SUMMARY OF ACCOUNTS 

Summary of Accounts is really the ACCOUNTING by the Departments for all their payments whether by cash or by 
cross entry or transfer payments. This statement enables the Treasury to post up the Revenue A/C. The Expenditure 
A/C. and other A/Cs. like Treasury Authorised Advances A/C. General Stores Advance A/C. and other A/Cs. like 
Treasury Authorised Advances A/C. General Stores Advance A/C. Chief Accountant.C.G.R.A/C., Advances to Public 
Officers A/C. etc. 

This is an ACQUITTANCE of Imprest utilised by the Department and is real'y the monthly account of the Dept. It 
also reveals that the debits raised and the credits to Revenue or deposit tally with the Cash Book and also the Cash 
Book balance. 

COMMITTED EXPENDITURE STATEMENT 

on 
the left hand side in red ink and scored off when they mature or are settled. Before settlement, the liabilities are 
noted in the column provided on the right side of the Votes ledger in total side by side with the Voucher payments 
total. The sum shown in the Total Expenditure column (17)of the Votes ledger right hand side This sum is reported 
as the Committed Expenditure. As liabilities are settled the red ink entries on the left hand side are either scored off 
or mpy he revised where the actual payment or debit differs. Then the liabilities are reduced. Of course it is 
refleoted as a payment. 

This was one of the most important statements furnished by the Dept. In the 'Votes ledger' liabilities are noted 
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The purpose of this statement was to reveal the total actual expenditure against the provision. The Department and 
the Ministry knew what was the actual provision yet available and how far the Department is progressing towards 
the target and whether there will be a likely saving or a danger of provision being exceeded. 

Thus commitments were kept in sight and did not appear suddenly by late revelation. 

But many Accountants at Head Office today do not call for such a statement from the sub-offices but try to wriggle 
around in explaining the actual position much to the detriment of accounting work at the Head Office. 

APPROPRIATION ACCOUNT 

This is an Account prepared at the end of the year after al!'Votes ledgers' are closed showing the Original provision,
FR 66 transfers in out of the provision, Supplementary provision and the Revised provision and against such Revised
provision th total expenditure and the resultant saving or excess on the provision. In its last columns the Saving or 
the excess needs to be explained. 

To this statement is attached 
i. 	 A statement of reported losses 
ii. 	 A list of missing vouchers 
iii. 	 A statement of liabilities. 

The F.RR prescribed the liabilities as those outstanding to the Department of Government Supplies, S!" Lanka 
Government Railways, ect., 

(a) 	 The variations which are significant in respect of each Programme should be separately explained 
by the Accounting Officer 

(b) 	 Losses should be stat-ed - those of current year 
-losses reported in previous years on which action is still pending 

EXPENDITURE UNDER SPECIAL LAW 

Expenditure under Special Law should be included in the main body of the Appropriation A/C for convenience 
together with a suitable footnote.
 

The statement should be sent to the Auditor-General for certification and after return from the Aud. General sent to
 
the Treasury for publication.
 

THIS IS TItE FINAL ACCOUNT OF THE DEPARTMENT. 

KACHCHERIES 

Kachcheries too forward a Flash Report and a Finance & Work Plan. 

Kachcheries write up a Classification Book 	on a daily basis and enter total debits and credits in a (i)Receipts
Abstract Book and (ii) a Payment Abstract 	Bo. k. Kachcheri is able to debit any Head of Expenditure. These 
Abstracts are 	 furnished to the Treasury in place of the Summary of Accounts, 

Thus they are 	 an arquittance for all Payments and Receipts. 

They enable the Treasury to post up its Books and Accounts. 

RELEVANCE OF THESE STATEMENTS FOR MANAGEMENT OF
 
GOVT.DEPARTMENTS
 

All the above statements are furnished to authorities outside the Department. They are prescriptions of the F.RR. Treasury
Circulars or Ministry instructions. Inother words they are "Compliance statements". 

Do these statements or their copies reach the Ilead of Department/Regional Htead or Operations Managers, at any time? No! 

MANAGEMENT AND DECISION 	MAKING 

Management involves decision making.Decisions are a choice between alternatives. They are made after weighing the 
consequences ifeach alternative carefully. To do so or not to do is a decision. To spend or not to spend is also a 
decision. 

Most dcci ions made in a )epartment have financial consequences. 

147 	 -?.' 



INFORMATION AS A RESOURCE 
Information is needed to make a decision. Often a decision is not made due to lack of information. Decisions are put 
off till information is ztiuned. More and better information makes better decisions. 

To be useful or ,lective information needs to be
 
-relevant !o the decision
 
-timely furnished
 
-brief or compact and complete
 
-provided voluntarily and not extracted ad hoc at request
 

and reach the correct manager or operator who makes the decisions or to the group which contributes towards the 
decision making. 

IN GOVT.DEPARTMENTS 
The Ilead of Department is the highest decision maker. Others make decisions within a limited framework which is 
predetermined. Ilis decisions commit the Dept to Recurrent as well Capital expenditure. But is lie well informed 
most of the time, particularly about finance? 

lie may order the purchase of a vehic!e, initiate a scheme of inspections by a category of officers; arrange for regular 
conferences leading to far distant Regional Officers attending Ilead Offices, disallow overtime for working 
arrangements -ven in case of urgent need, make a decision that involves a large amount of stationery, simply because 
it is more elegant that way. 

In all these what is the financial information he had on his desk that was relevant to his decision? 

RE PURCHASE OF VEHICLE 
Total provision for vehicle repairs
 
Monthly Bill running repairs
 
Expenditure on major repairs
 
Cumulative repairs
 
Balance available for the year
 
Number of vhicles already available
 
Idle time of vehicles
 
Was any of this information available?
 

RE TRAVELLING 
Total provision
 
Monthly hill oin travelling
 
Cumulative to date
 
Ialance prvisio available
 
Tiavelling expenses of different categories.
 

All this inlfi ation is not iaibible to him. lie may be unaware that some officers never travel outside the office. 

RE CON:EREINCES 
The tr;avelling allow ies/expenses involved
 
The luel expenditute.
 
Vehicle running expenses.
 
At least the running cost of vehicles presently.
 

A hundred and one examples can be quoted. 

INTERNAL MANAGEMENT 
Therefore there is a grave need for management to be served with financial information very relevant to its decisions 
and even otherwise for their regular infarmation. To make them more knowledgeable about current activities of the 
Department. 

Govt.Departments and even World Bank and Donor countries measure performance by financial magnitudes of 
expenditures. 

Therefore a compact statement of financial information of
 
Revenue
 
Costs of operations
 
Financial expenditurc
 

under the more significant and model expendit ire items including warning signals can be contained in a small 
statement which when it reaches the Ilead of DLpt. or other relevant manager would easily form a booklet that lie 
regularly and advisedly consults whenever he makes a decision. 

Thus the Financial man becomes an information supplier much to be relied on to be reckoned with and invariable 
part of the management team. 
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FORM AND CONTENT OF 
MEMORANDA & REPORTS 

i. 	WiAT IS A MEMORANDUM? 
- An informal busines:; communication 

2. 	USES 
- For interval communications between Staff Officers, )epartments and Organization within the group 

- Informal or senii-lormal 

3. 	ADVANTAGES 

- lrief 

- Limiled Subject or idea 

- No salutation or complimentary close 

4. TO BE EFFECTIVE 

- Keep it short 

- Deliver a clear message 

- Know your reader 

- Avoid officialese 

- lie neat 

Prepared by :Mr. S.B.W. de Silva 

REPORT WRITING 

1. DEFINITION OF A REPORT 

A written communication that conveys information to "someone" who wants it or needs it, in the most convenient 
and useful form. 

2. USES OF A REPORT 

- For receiving information 
- For keeping a record of information 

3. PURPOSES OF REPORTS 

- According to terms of reference 
- To convey information 
- To report findings 
- To put forward ideas or suggestions 
- To recommend a course of action 

4. 	AUDIENCE OR RECIPIENT 

"Someone" - The person who reads it 
- May be an individual or several persons 
- Primary audience (Final) 
- Secondary audience (Others-through whom the report passes). 

Remember - What does he want to know 
- What does he know already 
- What terminology should be used 
- What language should be used. 
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5. THE STRUCTURE OF A REPORT
(1)Introduction 

(2) Su iimary 

(3) dody (Facts) 

(4) Conclusions 

(5) Recommendations 

(6) Appendices if necessary (for details, statistics, data) 

6. STEPS IN PREPARATION 
(1) Collect material 
(2) Rearrange 
(3) 	 Prepare an outline or draft
 

- Remember the purpose
 
- Remember the Audiences or Recipient
 
- Remember the structure
 
- It must be in logical sequence.
 

7. COMPONENTS OF TIlE REPORT 
(1) Your reference No. address & date 
(2) Addressee (Name and / or designation) 
(3) Main heading 
(4) Introduction 
(5) Summary 
(6) Body ( Facts ) ( Reference to appendices, if any 
(7) Conclusions 
(8) Recommendations 
(9) Signature ( Not Initials) 
(10) 	 Name and Designation 
(11) Classification ( Where necessary 
(12) 	 Copies to : ( Where necessary 

8. POINTS TO NOTE 
(1) Division of paragraphs 
(2) Use of sub-headings 
(3) Numbering of paragraphs ](a) I(A) 1(i) 1 1:1 

(b) (B) (ii) 1:2 
(4) Margin for filing 
(5) Use of Indentations 
(6) Spacing 
(7) Use of pins / staples 
(8) General appearance 

9. A GOOD REPORT ( COMMUNICATION ) SHOULD MAINTAIN 
(1) Clarity 
(2) Conciseness 
(3) Completeness- factual 
(4) Correctness - factual 
(5) Courteousness 
(6) Sincerity - objective, balanced, unbiased 
(7) Simplicity 
(8) Consistency 
(9) Liveliness 
(10) 	 Timeliness. 

" Vigorous writing is concise. A sentence shculd contain no unnecessary
words, a paragraph no unnecessary sentences, for the same reason that a 
drawing should have no unnecessary lines and a machine no unnecessaryparts" 

- W.M. Strunk Jnr 

More communications fail from being too iong, than being too short" 

- Desmond W. Evans, 

Prepared by Mr. M.B.W. de Silva. 

150 



REVENUE COLLECTION AND ACCOUNTING 

We do not pay attention on Revenue collection and accounting due to the fact that our expenditure is not directly 
related to revenue. The Appropriation Act and the lion. Finance Minister's Budget Speech clearly indicate the 
anticipated revenue and expenditure for the ensuing year.Our estimated revenue is not sufficient to meet the 
expenditure and therefore we have to explore possibilities of increasing the revenue sources to reduce the budget 
deficit. 

2. 	 Departments under the Ministry of Finance are responsible for collecting nearly 80% of the estimated revenue of the 
country. Fiscal Policy and Economic Affairs Dept. of the Treasury is responsible for the following functions with 
regard to the revenue of the Country. 

1. 	 Preparation of Revenue Estimates 
2. 	 Review of all Revenue sources and policy matters pertaining to this. 
3. 	 Advisory measures on taxation including double taxatien. 
4. 	 Income tax appeals. 
5. 	 Review of Tariff Policy (Imports and Exports) and publication of Revenue Protection Orders. 
6. 	 Review of excise levies and turn over taxes. 
7. 	 Tax legislation and amendments (Inland, Revenue, Customs & Excise) 
8. 	 Rebates of Customs Duty, Turnover Taxes and Excise Duties 
9. 	 Waiver of Customs Duties - Section 19 of the Customs Ordinance. 
10. 	 Approval for Tax Ilolidays and Tax Relief. 

Our revenue has two major components i.e. 
i. Tax 	revenue - 85% 
ii. Non-tax revenue - 15% 

TAX REVENUE 
Tax revenue is collected by the following Departments under the Ministry of Finance. 

Inland Revenue Department 
Customs Department 
Excise Department 

INLAND REVENUE DEPARTMENT 
Inland 	Revenue Department is responsible for collection of ­

1. Turnover Tax on manufacturing services and imports. 
2. Income Tax (corporate tax and non-corporate 
3. Defence Levy 
4. Stamps duty on Letter of Credit 
5. Tax on Treasury Bills (collected by Central Bank of Sri Lanka for Inland Revenue Dept) 

CUSTOMS DEPARTMENT 
Customs Department is responsible of collection of ­

1. 	 Import Duty 
(Custums Dept. collects Turnover Tax on imports on behalf of the Inland Revenue Dept.) 

2. 	 Export duty 

EXCISE DEPARTMENT 
Excise 	Department is responsible for collection of ­

1. 	 Excise duty under Excise Ordinance 
2. 	 Excise Duty under Excise Special Provisions Act (Excise duty at the time if import is collected by the 

Customs Department on behalf of the Excise Department). Selected items are subject to this duty; mostly 
luxury items. 

3. 	 Excise Duty on Tobacco and liquor. 
4. 	 Tobacco Tax per Kg on lea' tobacco 
5. 	 Excise Duty on liquor on Proof Litre Duty on beer on brewery beer basis (finished products) 
6. 	 Excise Duty on cigarettes per cigarettes produced. 

NON 	- TAX REVENUE 
1. 	 Interest on loans given to Corporations and Boards (collt.cted by the Treasury) and interest on loans given to 

Public Servants. 
2. 	 Repayments of loans - (cellected by Treasury) 
3. 	 Sales and Charges (e.g. permits, Zoological Garden, Wild Life) 
4. 	 Current transfers (e.g. profit transferred by CBSL) 
5. 	 Sale of Capital Assets 
6. 	 Receipts from Enterprises (e.g. levy on Telecom/Insurance Corporation.) 
7. 	 Postal Dept. and Railway Dept. Revenue 
8. 	 Royalties 
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ACTUAL CASHFLOW - SEPTEMBER '93
 
04.10.93 

Estimate Ist WK 2nd WK 3rd WK 4th WK 5th WK GRAND 

(in Ra. Mn.) Adjusted 1 2 3 Total 6 7 8 9 10 Total 13 14 15 16 17 Total 20 21 22 23 24 Total 27 28 29 Total TOTAL 

TotaiReceipts 7811 169 148 291 688 385 272 172 648 340 1817 552 309 1129 284 172 2446 153 689 218 153 223 143r 149 508 555 1212 7519 

1Revenue Receipts 7811 169 148 255 572 154 272 155 170 340 1091 546 309 1129 279 172 2433 138 297 193 153 215 996 149 458 555 1162 6254 
lI.port/Export Duties 2266 77 55 110 242 116 63 73 65 105 421 395 67 56 90 13 621 56 79 74 57 79 345 81 121 18 220 1849 
Turnover Taxes 2663 62 42 115 219 163 44 66 67 86 279 106 142 727 21 114 1110 50 40 73 50 60 273 46 47 89 182 2063 
Income Taxes 588 14 12 6 32 13 103 10 14 35 175 30 38 85 31 11 195 23 155 12 10 37 237 17 186 448 651 1290 
Stamp Duties 350 3 1 3 7 3 0 5 2 4 14 1 0 0 0 0 1 9 2 0 10 0 21 2 3 0 5 48 
Withholding Taxes 175 0 0 0 0 0 58 0 0 0 58 0 29 0 0 0 29 0 21 0 0 1 22 0 42 0 42 151 
Tea Taxes 0 0 0 0 0 0 G 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 3 0 0 
Excise on Liqour 196 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 
Excise on Tobacco 580 . 38 0 38 0 0 0 0 58 58 0 0 0 0 0 0 0 0 29 0 0 29 0 7 0 7 132 
Int.Dividend Income 55 0 0 17 17 0 0 0 0 0 0 0 0 0 47 0 47 0 0 0 0 0 0 0 0 0 0 64 
Loan Repayment 95 0 0 0 0 0 2 C 0 0 2 0 0 0 0 0 0 0 0 J 0 0 0 0 0 0 0 2 
Tax on TBs 85 0 0 1 1 0 0 0 0 4 6 0 0 0 0 4 4 0 0 0 0 0 8 0 0 0 0 17 
Defence Levy 535 13 0 2 15 7 2 1 20 45 75 8 20 261 90 30 409 0 0 3 3 0 6 3 0 0 3 508 
Sale of Capital Assets 323 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 
Miscellaneous 0 0 0 1 1 0 0 0 2 3 5 4 13 0 0 0 17 0 0 2 23 30 55 0 52 0 52 130 

2 Other Receipts 0 0 0 36 36 231 0 17 478 0 726 8 0 0 5 0 13 15 392 25 0 8 440 0 50 0 50 1265 
Kachcheri Refunds 0 0 0 2 2 0 C 2 0 0 2 0 0 0 5 0 5 0 0 0 0 3 3 0 0 0 0 12 
Imprest Refunds 0 0 0 34 34 190 0 15 478 0 683 8 0 0 0 0 8 15 392 25 0 5 437 0 50 0 50 1212 
Miscellaneous 0 0 0 0 0 41 0 0 0 0 41 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 41 

Tota!Payments 14154 1794 63 283 2140 127 118 299 1173 1264 2981 38 1317 365 2414 484 4530 1303 17 262 17 1200 2799 27 271 376 674 13124 

TotalImpre.t 7899 16 1 0 17 100 3 236 1050 982 2371 0 1224 296 0 0 1520 780 5 74 3 858 1720 25 267 161 453 6081 
Carryover 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 
Department 4400 10 1 0 11 100 2 236 101 132 571 0 1223 215 0 0 1438 400 5 22 3 701 1131 2 11 161 174 3325 
P.CC 1000 0 0 0 0 0 0 0 0 850 850 0 0 0 P 0 0 0 0 0 0 150 150 0 0 0 0 1000 
Janasaviya 325 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 
Mid Day Meals 75 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 
Pensions 900 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 

School Unit 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 
D Secret /Others 399 6 0 0 6 0 1 0 949 0 950 0 1 81 0 0 82 380 0 52 0 7 439 23 256 0 279 1756 
PublicDept TB 5900 0 0 226 224 0 0 0 0 268 268 0 0 0 0 379 379 0 0 0 0 0 0 0 0 0 0 871 

RL 1555 0 0 1555 0 0 0 0 0 0 0 0 0 2346 0 2346 0 0 0 0 234 234 0 0 0 0 4135 
FL 143 0 53 196 0 0 0 99 0 99 10 25 24 0 7 66 389 1 137 0 75 602 0 0 191 191 1154 
TD 10 1 0 11 1 1 0 0 0 2 8 0 0 1 1 2 1 1 1 1 0 4 0 0 1 1 20 

Universities 1.(0 0 0 0 0 P 0 32 19 12 63 4 22 1 0 0 27 37 3 1 0 3 44 i 0 17 18 152 
Kachcheries IL 0 0 0 0 0 106 0 0 0 106 0 0 4 63 0 67 0 0 6 0 0 6 0 0 0 0 179 
Corporations 500 4 58 3 65 14 1 26 0 0 41 14 6 22 1 2 45 95 1 28 11 27 162 0 0 0 0 313 

Duty Rebate 45 1 3 3 7 12 5 1 5 2 25 2 0 1 3 3 9 1 5 1" 2 3 22 * 2 3 7 70 
Treasury Payments 320 0 0 0 0 0 2 4 0 0 6 0 10 17 0 2 29 0 1 3 0 0 4 0 0 3 3 42 
GSM 102 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 
GSM 103 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 
Miscellaneojs 0 65 0 0 65 0 0 0 0 0 0 0 30 0 0 10 .40 0 0 1 0 0 r 0 1 0 1 107 

CasnDeficits(Surplus) -6343 1625 85 8 1532 258 154 127 525 926 1164 522 -1008 764 2130 232 -2084 .1150 672 44 136 977 1363 122 237 179 538 5605 
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as hDeficitstSupluS) 
OpeningCa;h Balance 

6363 
44 

1625 
-44 

85 
455 

8 -1532 
112 44 

258 154 -t27 
95 212 440 

-525 
321 

-924 
203 

-1164 
-95 

522 -1008 
-1022 -499 

764 -2130 
1507 721 

232 2884 
720 1022 

1150 
952 

672 
1966 

44 
1294 

136 -977 
354 217 

1363 
952 

122 
1194 

237 
1072 

179 538 
808 1194 

-5605 
44 

900 
-Not [et',1s(Surolus) 6387 1669 370 104 -1576 163 366 313 -204 -1127 .1259 -500 1507 743 2851 952 3186 2102 1294 1338 218 -1194 2315 -1072 835 629 656 5649 
ToiaF nancmng 5139 1214 258 9 1481 49 74 8 1 105 237 1 0 22 2131 0 2154 136 0 984 1 0 1121 0 27 2 29 5022 
feas"'yHi'lls 
*l.rao'eIoan 
-A 
&coepafi Funds 
ST ,gnofans 
,e-sui' DeoosiS 

Loans 
USY 02 

AG"SVn,r3 orr 

ei , of CB 
Other 
i',osonal Advances 

0 
4589 
300 
200 

0 
0 
0 
0 
0 
0 
0 
0 

50 
0 

0 
1187 

6 
0 

13 
2 
0 
0 
0 
0 
0 
0 
0 
0 

0 
258 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
0 

0 
0 
1 
0 
8 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
1445 

7 
0 

21 
2 
0 
C 
0 
0 

06 
0 
0 
0 

0 
35 
9 
0 
5 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
30 
0 
0 

44 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
7 
0 
0 
1 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
10 
0 

-40 
27 

4 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
10 

0 
104 

0 
0 
i. 
0 
0 
0 
0 
0 
C 

0 
82 
10 
40 

181 
6 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
0 
0 
1 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
16 
0 
0 
6 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
2127 

0 
0 
4 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
2143 

0 
0 
11 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
9 
2 

125 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
19 

947 
16 
2 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
0 
0 
0 
1 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
9 

21 
1072 

16 
3 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
10 
17 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
2 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
12 
17 
0 
0 
C 
0 
0 
0 
0 
0 
0 
0 
0 

0 
3691 
55 

1032 
?29 

9 
0 
0 
0 
0 
6 
0 
0 
0 

UL ,anced Gap.Surplus) 1248 455 -112 -95 -95 212 440 321 -208 -1022 -1022 .499 -1507 -721 -720 -952 -952 -1966 -1294 354 -217 -1194 -1194 1072 -808 -627 -627 -627 

*'eo'vng Creoo, 
1 ._B -SLOB 

BTr, 

PS 

10036 

841 

241t2 

15 

3889 

605 

1773 

21 

10493 
704 

2558 

20 

10299 

656 

1538 

14 

10535 

619 

1982 

9 

Cash Balance - SLCB 0 0 0BOC 0322 0-833 
 327
PB 1 1185 -420-138 
 -18 .41 -26(Casm Position) 

r. 

m>
 

http:04.10.93


SCI IEDUILE OF REVF:NUE ' Nt -0!, OI{.I( JRS
 
RFOUIRE[ TO IURNiSI, R 'N I- T JiA'lS
 

p I Th 'itIllAt, d ,A k , M ILh1h' t 3 tNote:. W,he're [h "i lle ll lllh Im :, 11111,hily l ;!I fC, j "(t I 	 M.!,I -kcI ld ,o III 

iOft .ICC11111" h- 'h ',chcdIc w;11 alo be rcspotn %;h ."Hi, furnishing til "CI ilIaics if 
fhe tICas and Suhitcols fall ig uldel .uch suh-l:id or i!tein I a p cairijli in tIhe Islti ic,. riic.L Sid­
hleads and items are indicated by an as,:risk (4) for easy reference. 

1ly ,ccI 	 su, h oll %%'ci 

HEAD I - TAXES ON PRODUCTION AND EXPENDITURE 
SUIt SU B OFFICERS R ES PONSI IIF FOR
 
IIEAl) ITEM ITEM FI1RNISIII N(; STIMATFS
 

T* 	 (nce-alSales and Turnover laxei Ciniisinei (;,enciii of Inland RecvInie. 

Scleclive Salc "T'axs
 
1" EXcisC 01 I i iU); IxciSC (IIII,,siiI, l
 

2 l on
cise Oil ',acc
3 Belling 'lax 	 lithcloi &', [ilcw[At tctlunisP 

4 lottery & lI'rtic Taxes limic rtkl!i .Coiipetition Scrlais, 
5 lea lIx (Advaloicnil Secrctai . I'.iitl' nlnduslits. 

3 Import .evies
 
I* Customs Iiieetl, l Iof (uls!oills
 

2 Other 
I Deleted 
2 Licence lees on gift Imports Controller of Inpoi ts & Exports 

4 	 E'xport Levies Director Genci a of Customs 

5 	 Receipts from Sale of FE-l:C's Secretary, Finance & Planning 

6 Licence Taxes
 
1" Liquor Excise Commissioner
 
2 Vehicles
 

I Motor Vehicles Commissioner of Motor Traflic
 
2 Tax on heavy Oil Motor Vehi:le-] Secretary, Home Affairs
 
3 Other Vehicles
 

3 Other Licences
 
I Firearms - do ­
2 Deleted
 
3 Government's share of Radio and
 

Television Licence Fees Postmaster General 
4 Fees for Registration of Nursing Secretary, Teaching Hospitals & Women's Affairs. 

IHomes 
5 Delcated 
6 Dealers in Drugs Director General of Health Services 
7 Factories Commissioner of Labour 
8 Other Secretary,tiome Affairs/Fauna & Flora Director 

Wild Life. 

7 	 Taxes on Transfer of Assets and
 
Property
 
Stamps including composition du- Commissioner General of Inland Revenue.
 
ties other than for postal and court
 
purposes
 

2 Tax on transfer of property to Registrar General.
 
Non-citizens
 

3 Tax on transfer of shares to Non- Registrar of Companies
 
Citizens 

4 Tax on sale of Motor Cars Commissioner of Motor Traffic 
5 Bank Debit Tax Secretary, Ministry of Finance and P!anning. 

8 1-3 1-5 	 Deleted 
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HEAD 2 - TAXES ON CORP RATE INCOME 
SUB SUB OFFICERS RESPONSIBLE FOR 
HEAD ITEM ITEM FURNISHING ESTIMATES 

I Manufacturing 
I Public Sector 
2 Private Sector 

2 Agricultural (Including Livestock 
and Fisheries) 

I Public Sector 
2 Private Sector 

3 Trading (Wholesales & Retail) Commissioner General 
I Public Sector of Inland 
2 Private Sector Revenue 

4 Banking (Including Insurance & 
Finance) 

I Public Sector 
2 Private Sector 

5 Mining and Quarrying 
I Public Sector 
2 Private Sector 

6 Construction 
I Public Sector 
2 Private Sector 

7 Transport (Including Storage & 
Communication) 

I Public Sector 
2 Private Sector 

8 Other 
I Public Sector 
2 Private Sector 

9 Surcharge on Corporate Income 

10 Deemed Dividend Tax on Public 
Corporations and GOBU 

HEAD 3 - TAXES ON NON - CORPORATE INCOME 
Income from Employment 

I Professions 
2 Business 
3 Public Sector Employment 
4 Private Sector Employment 
5 Other 
6 Rehabilitation Levy Commissioner General 

of Inland 
2 Other Personal Income Revenue 

Interest 
I Withholding Tax 
2 Other 

2 Rent 

3 Other Non-Corporate Income 
I Private Non-profit Institutions 
2 Trusts 
3 Expenditure Tax 

4 Surcharge on Non-Corporate In­
come 



HEAD 4 - GROSS RECEIPTS OF TRADING ENTERPRISES
 

SUB SUB OFFICER RESPONSIBLE FOR 
HEAD ITEM ITEM FURNISHING ESTIMATES 

1* Railway General Manager, Railway 

2 1* Postal Postmaster General 

2* Telecommunication Director Telecommunications 

3* Revenue of Out Ports Respective G.AA. 

4 Other 
1 Net Profits from Advance Account Heads of Departments Managing Commercial Acti-

Activities (Trading) vities 

HEAD 5 - R-NTS, INTEREST, PROFITS AND DIVIDENDS RECEIVED 

SUB SUB OFFICER RESPONSIBLE FOR 
HEAD ITEM ITEM FURNISIIING ESTIMATES 

I Rents 
2 Rent of Government Buildings Secretary/Head of Departments of 

Ministry/Department given in Annexe (I) 

2 Revenue from Crown Forests 
I Revenue Officers Secretary, Lands & Land Development 

2 Forest Department Conservator of Forests 

3 Rent of Lands and Other Secretary, Lands & Land Development/General 
Manager Railway. 

4 Revenue from Resthouses Secretary, Home Affairs. 

2 Intert st 
I Railway General Manager, Railway 

2* Government Loanr Director Accounts and Payments 

3 Public Servants Provident Fund, Secretary, P.S.P.F 

Bonuses and Interest not payable 
to contributors 

4 Other Director Accounts and Payments 

3 Profits and Dividends 
I State-Sponsored Corporations Director, Accounts and Payments 

2 Public Companies Director Public Enterprises 

3 Local Loans and Development Secretary, Local Loans and Development Fund. 

Fund (Net Profit) 
4 Profits from sale of non-monetary Secretary, Finance and Planning 

gold 
5 Levy on Ceylon Petroleum Cor- Secretary, Power & Energy. 

poration 
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HEAD 6 - SALES AND CHARGES
 

SUB 
IEAD ITEM 

SUB 
ITEM 

OFFICERS RESPONSIBLE FOR 
FURNISHING ESTIMATES 

Sales 
1* Health Services Director General of Health Services. 

2 Sale of Publications 
I 

.2 
3 

Department of Examinations 
Government Press 
Department of Posts & Telecom-

Commissioner of Examinations 
Government Printer 
Post Master General-Director Telecommunications 

munications 
4 Ministry of Cultural Affairs Re- Secretary, Cultural Affairs 

3 
ceipts; 
(1) Dept. of Agriculture 
(2) Dept.of Animal Production & 

Director of / -,riculture 
Director Animal Production and Health. 

Health 

4 
1 
2 

Miscellaneous Receipts 
Sale of scrap metal 
Sale of Textiles 

Director of Government Supplies 
Director of Textile Industry 

3 
4 

Sale of Mineral Deposits 
Sundries 

Government Mineralogist. 
Secre'ary/Head of Department of Ministry/ De­

partment gi~en in Annexe (i) 

I 
2 

Non-Regulatory Charges 
Tolls 
Court Fees 

Secretary, ltc;ne Affairs. 
Secrctary, Ministry of Justice. 

3 
4 
5 

Rural Court Fees 
lealth Services 
Department of Exa 
other fees 

4ations and 
Director General of Ilealth Services. 
Commissioner of Examinations. 

6 
7 

Irrigation dues 
Fees under the Motor Traffic Act 

Secretary, Lands & Land Development. 
Commissioner of Motor Traffic. 

and other receipts of the Commis­
sioner of Motor Traffic 

8 
I 
2 
3 
4 
5 

Fees of Sundry Departments 
Audit Fees 
Air Navigation Fees 
Publi,, Trustee's Fees 
Government Analyst's Fees 
Receipts-Government Supplies De-

Auditor General 
Secre ary, Defence/Director Civil Aviation 
Public Trustee 
Government Analyst 
Director of Government Supplies 

6 
partment 
Fees and receipts under Registra- Commissioner for Registration of Persons. 

tion of Persons Act No.32 of 1968 

7 
8 

Receipts 
Receipts 

- Survey Department 
- Government Press ex-

Surveyor General 
Government Printer. 

9 
10 

eluding sales of Publications 
Receipts - Department of Prisons 
Receipts - Department of Proba-

Commissioner of Prisons 
Commissioner of Probation and Child Care. 

tion and Child Care 

2 8 11 
12 

Deleted 
Fees and other receipts under the Director of Wild Life. 

Fauna and Flora Protection Oidi­
nance 

13 Fees recovered on Visas and Pas- (,ntroller of Immigration and Emigration. 

14 
sports 
Fees recovered under the Weights Co nmissioner of Internal Trade 

and Measures Ordinance 
15 Hire of Sri Lanka Air Force Air- Ccmmander of Sri Lanka Air Force. 

craft 
16 Sri Lanka Navy Commander of Sri Lanka Navy. 

17 
18 

Deleted 
Fees under the Merchant Shipping Director of Merchant Shipping 

Act No.52 of 1971 
19 Deleted 
20 Annual Payments on Account of Land Commissioner 

Permits and Grants under the 
Land Development Ordinance. 
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SUB SUB OFFICERS RESPONSIBLE FORHEAD ITEM ITEM FURNISHING ESTIMATES21 Fees of Valuation Department Chief Valuer22 Fees of Registrar of Companies Registrar of Companies/Registrar of Patents andand Registrar of Patents & Trade Trade Marks 
Marks.23 Sale of Stores to Quasi Govern- Secretary/Head of Department ofment Departments 1 Ministry/Department given in Annexure(2)24 Legal Fees from Corporations and 
Statutory Bodies .

25 Sundries 
Fees recovered under the Private9 	 Director of Private Omnibus Transport.
Omnibus Act No.44 of 19833 Regulatory Charges 
Fines and Forfeitures 

I Courts Secretary, Justice
2 Rural Courts3 	 Sundries (Customs) Director General of Customs 
4 Deleted 
5 Secretary/Head of Department ofMinistry/Department given in Annexure No.3HEAD 7 -

SUB 	
SOCIAL SECURITY CONTRIBUTIONS

SUB 
HEAD ITEM 	 OFFICERS RESPONSIBLE FORITEM FURNISHING ESTIMATES1* General W. & O.P Scheme Secretary, W. & O.P Office.2 	 1 Teachers - Teachers Pension Secretary, Education. 

Scheme3* 	 Pensionary Contributions (Other) Director of Pensions. 
HEAD 8 - OTHER CURRENT TRANSFERSSUB SUB

HEAD ITEM ITEM OFFICERS RESPONSIBLE FOR
FURNISHING ESTIMATES 

I Domestic 
I Local Authorities 

I Recoveries from Local Bodies for
Water Supplies Secretary, Local Government Housing & Construc­2 	 Reimbursements to the Central tion.
Government of expenses incurred Secretary, Justicein working of the Municipal Magi­
strate's Courts
 

2 Household
 
I Gifts of Money
2 	 National Lottery Director Accounts & Payments3 	 National Savings Bank Secretary, Finance and Planning.
4 Loan Board
5 	 Unclaimed Loan Board Deposits 

-do-
Secretary, Loan Board.6 Public Service Provident Fund Ex- -do­

penses of Office Secretary,P.SP.F.7 	 Reimbursement of Expenditure

Chargeable under Section 7A of 
 Commissioner of Labour
the Employees' Provident Fund 
Act. 

8 Sundries 
Secretary/Head of Department ofPublic Enterprises Ministry/Department given in Annexure No.4I 	 Railway 

2 	 Ceylon Electricity Board General Manager Railway
4 Other (Central Bank) Secretary, Power & Energy
2 Foreign Secretary, Finance & Planning
I Profits from sale of Investments2 	 Grants (Other than capital equip- Director Account & Payments.
ment) received from foreign Gov-
 Departments concerned should report to Directorernments and Agencies including Accounts and Payments.

non-capital cash grants.
3 Other 

Director Accounts & Payments. 
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HEAD 9 - SALES OF CAPITAL GOODS
 
SUB 
HEAD ITEM 

SUB 
ITEM 

OFFICERS RESPONSIBLE FOR 
FURNISHING ESTIMATES 

I 
2 1 

2 

Property - Land Sales 
Other Capital Goods - Sale of old 
stores and cast animals 
Sale of used vehicles and equip-

Secretary, Lands and Lend Development 
Secretary/Head of Department of 
Ministry/Department given in Annexure No.5 

-do­
ment 

HEAD 10 - CAPITAL TRANSFERS FROM DOMESTIC SECTOR 

SUB 
HEAD ITEM 

SUB 
ITEM 

OFFICERS RESPONSIBLE FOR 
FURNISHING ESTIMATES 

I 
2 

I Death Duties - Estate Duty 
Other Capital Taxes 

Commissioner General of Inland Revenue. 
-do­

3 Capital Transfers 
I Joint Investment Fund Secretary, Finance & Planning. 

HEAD 11 - CAPITAL TRANSFERS FROM ABROAD 

SUB 
HEAD ITEM 

SUB 
ITEM 

OFFICERS RESPONSIBLE FOR 
FURNISHING ESTIMATES 

1* Capital Assets Department ncerned should report to Director 

Accounts and Payments. 

HEAD 12 - REPAYMENT OF LOANS AND ADVANCES 

SUB 
HEAD ITEM 

SUB 
ITEM 

OFFICERS RESPONSIBLE FOR 
FURNISHING ESTIMATES 

Local Government 
I Local Loans and Development Secretary, Local Loans and Development Fund. 

Fund 
2* Corporations] Director Accounts and Payments. 
3* Other . 
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ANNEXURE (I)
 

FOR REVENUE HEAD 5LIST OF MINISTRIES AND DEPARTMENTS RESPONSIBLE FOR FURNISHING ESTIMATES 

SUBHEAD I ITEM I & HEAD 6 SUBHEAD I ITEM 4 SUB ITEM 4. 

1 Office of His Excellency the President
 

2 Office of the Prime Minister
 
3 Auditor General's Department
 
4 Office of the Chief Government Whip
 
6 Department of Elections
 
7 Judicial Service Commission
 
8 Ministry of Defence
 
9 Sri Lanka Army
 

Sri Lanka Air force 
11 Police Department 
12 Department of Civil Aviation 

13 Government Analyst 
14 Department of Immigration and Emigration 

15 Registration of Persons Department 
17 Ministry of Plan Implementation 
18 Department of Census and Statistics 

19 Ministry of Lands and Land Development 
Irrigation Department
 

21 Department of Land Developn~ent
 

22 Land Commissioner's Department
 
23 Department of Survey
 
24 Ministry of Trade and Shipping
 
25 Registrar of Companies 
26 Department of Governmeat Supplies 

27 Controller of Imports anti Exports 

28 Department for Development of Marketing 

29 Department of Commerce 
Department f Internal Trade
 

31 Department of Commodity Purchase
 

32 Ministry of Education
 
33 Department of Examinations
 
34 Educational Publications Department
 

35 Ministry of Higher Education
 

36 Ministry of Power and Energy
 
37 Department of Labour
 

38 Ministry of Public Administration
 

39 Department of Pensions
 
Department of Credit Councils 

41 Ministry of Rural Development 
42 Ministry of Local Government, Housing and Construction 

43 Department of Local Government 

44 Department of Buildings 
47 Ministry of Industries and Scientific Affairs 

48 Department of Meteorology 
Ministry of Finance and Planning 

51 Department of Inland Revenue 

52 Department of Excise 
53 Valuation Department 
54 Ministry of Transport 
55 Department of Railway 
56 Department of Motor Traffic 

57 Ministry of Transport Boards 

58 Ministry of Private Omnibus Transport 

59 Ministry of Plantation Industries 
Ministry of Justice 
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Contd:- Annexure (1) 
61 Attorney Generals Department 
62 Legal Draughtsman's Department 
63 Department of Bribry Commissioner 
64 Department of Prisons 
65 Ministry of Agricultural Development and Research 
67 Department of Agriculture 
68 Department of Minor Export Crops 
69 Department of Agrarian Services 
70 Ministry of Fisheries 
71 Department of Coast Conservation 

73 Ministry of Rural Industrial Development 
74 Department of Small Industries 
75 Department of Animal Production and lealth 
76 Department of Posts 
77 Department of Telecommunications 
78 Ministry of Ilealth 
'79 Ministry of Women's Affairs and Teaching Hospitals 
80 Ministry of Indigenous Medicine 
81 Department of Ayurveda 
82 Ministry of State 
83 Department of Government Printer 
84 Department of Wild Life Conservation 
85 Departmeot of National Zoological Gardens 
86 Department of Social Services 
87 Department of Probation and Child Care Services 
88 Ministry of Cultural Affairs 
89 Department of National Myuseaums 
90 Department of Archaeology 
91 Department of Buddhist Affairs 
92 Ministry of Parliamentary Affairs and Sports 
93 Department of Food Commissioner 
94 Ministry of Co-operatives 
95 Department of Co-operative Development 
96 Ministry of Textile Industries 
97 Department of Textile Industries 
98 Ministry of Coconut Industries 
99 Ministry of Regional Development 
100 Department of Highways 
101 Ministry of Home Affairs 
102 Registrar General's Department 
103 Ministry of Rehabilitation and other Ministries and Departments concerned 

LIST OF MINISTRIES AND DEPARTMENTS 

SUBHEAD 2 ITEM 8 SUB ITEM 23, 24 and 25
 

1 Sri Lanka Army 
2 Sri Lanka Air Force 
3 Ministry of Education 
4 Department of Labour 
5 Department of Buildings 
6 Department of Meteorology 
7 Department of Inland Revenue 
8 Valuation Department 
9 Department of Archacology 

ANNEXURE 2 

RESPONSIBLE FOR FURNISHING ESTIMATES FOR REVENUE HEAD 6 

Government Agents and other Ministries and Departments concerned. 
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ANNEXURE 3
 

LIST OF MINISTRIES AND DEPARTMENTS RESPONSIBLE 
SUB HEAD 3 ITEM I SUB ITEM 5 

1 Office of the Leader of Parliament 
2 Judicial Service Commission 
3 Registrar of Companies 
4 Department of Geological Survey 
5 Department of National Zoological Gardens 
6 Department of Nationai Archives 
7 Government Agents & 
8 Other Ministries and Departments concerned 

ANNEXURE 4
 

LIST OF MINISTRIES AND DEPARTMENTS RESPONSIBLE FOR 
SUB H-EAD I ITEM 2 SUB ITEM 8 

1 Office of His Excellency the President 
2 Ministry of Foreign Affairs 
3 Ministry of Plan Implementation 
4 Department of Commodity Purchase 
5 Ministry of Finance and Planning 
6 Department of Wild Life Conservation 
7 Ministry of Cultural Affairs & 
9 Other Ministries and Departments concerned 

FURNISHING 

ANNEXURE 5 

LIST OF MINISTRIES AND DEPARTMENTS RESPONSIBLE FOR FURNISHING 
SUB HEAD 2 ITEM I SUB ITEM 2 

1 Ministry of Defence 
2 Sri Lanka Army 
3 Police Department 
4 Land Commissioner's Department 
5 Departm nt of Survey 
6 Department of Forest 
7 Department for Development of Marketing 
8 Department of Prisons 
9 Department of Agriculture 
10 Ministry of Health 
11 Department of Textile Industries 
12 Government Agent Vavuniya 
13 Government Agent Galle & 
14 Other Ministries and Departments concerned. 

FOR FURNISHING ESTIMATES FOR REVENUE HEAD 6 

ESTIMATES FOR REVENUE HEAD 8 

ESTIMATES FOR REVENUE HEAD 9 
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SRI LANKA GOVERNMENT TENDER PROCEDURE 

1. INTRODUCTION 
1.1 	 Chapter XI of the Government Financial Regulations discuses in detail the procedure to be followed in inviting

tenders, receiving them, evaluation of them and making awards. You should therefore study these regulations
carefully. In the lecture and these notes an attempt ir made to furnish guidelines and explain certain principles
and procedures laid down in the regulations for tendering for supplies service, and works. 

2. BENEFITS OF THE TENDER SYSTEM 
2.1 	 The sealed tendLr system is the 'common law' of public purch.sing in democratic countries. The theory behind 

tile law envisions the following benefits. 

Giving all persons equal opportunity to obtain government business. 
Minimising favouritisin and fraud in the letting of contracts. 
Securing for the government the benefit arising from competition.
Safeguatdinlg the public purchasing officer from unfair criticism. 
Assuring public accountability. 

3. REQUIREMENTS TO BE COMPLIED WITH 
3.1 	 In order to realise thehencfits referred to above the following requirements should be complied with by the 

tendering agclcy. 

Advcrtisinlg 'oi tenders sufficiently in advance of the opening date.
 
Co-nisidcratiuu of the tender ot any tenderer who has not been debarred from tendering.

'ublic opening aiid recording of tenders on a prescribed date and time.
 

Detiitiuiou of the article, service or work by clear objective specifications.

Awaid of the contract to the tendetet offering the tender most advantageous to Government.
 

4. FINANCIAL REGULATION 685. 
-1.1 This Regulation ,t utcs thaut ,sccplt as otherwie irovided for in the Regulation, works, services and supplies must 

be otCeld ho i011ic Lonupctitiou through tie tender procedure. 

5. TRANSACTIONS EX,:MPTE'D FORM TENDER PROCEDURE. 
,.1 	 Low vaulr i u J ,u
 

I'uclhases uurdcL eCergecies /exigencics wvhlci ttle is of the essence
 

Purchase of branded products 
Purchase of standardised makes (where standardisation has been approved)
Purchase from single source suppliers
Purchase from government corporations, authorities, boards etc.
 

ul'rchase frum institutions listed in tle Regulations
 
(eg. Government Factory, Prisons, ect)
 

6. TENDER PROCEDURE AND CONTRACTING BY STATE CORPORATIONS, BOARDS, ETC. 
6.1 	 These entities generally follow the tender rules and procedures contemplated in the Financial Regulations,

subject to certain modifications with regard to financial limits. 

7. THE TENDER PROCESS. 
7.1 	 The invitation for tenders provides a complete tender package, which is given at 7:3 

7.2 	 The tender cycle is given below 

Tender notice
 
Issue of the tender package on payment of tender Ice/deposit.
 
Receipt of the tender package duly completed by the tenderer.
 
Public opening, readi'g and recording of tenders received of tenderers names and prices.

Evaluation of tenders by the tendering agency.

Submission of evaluation and recommendation to the appropriate tender board.
 
Decision/award by the Tender Board.
 
Award conveyed by the tendering agency to the successful tenderer.
 
Signing of the contract agreement.
 

7.3 	 The tender package referred to in 7.1 above consists of -

Conditions of tender
 
Special condition of tender (if any)

Specification/description/bill of quantities for supplies/services/works respectively.

Tender schedule to enable tenderer to quote. For works bill of quantities to be completed by tenderers.
 
Tender form
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7.4 	 FRR lay the guidelines for the preparation of these documents, and they also contain specimens of a tender 
notice and standard conditions in two appendices. 

7.5 	 The tender notice be as brief as possible and should contain a brief description of the item (supply service or 
work), where tender forms and any particulars could be obtained and the date of closing of tenders. In this 
connection it is important to ensure that tenderers are given adequate time to prepare their tender and submit it. 
One common complaint is that, particularly in respect of large tenders, for such items as plant and equipment, 
construction works, major projects, etc. tenderers find it difficult to cost their tenders, negotiate with their sub­
contractors for terms and prices, inspect site, study conditions in consultation with legal advisor, finance experts 
ect., before they could submit a tender, oving to inadequacy of time allowed. The tenderers compelled to ask for 
exiended dates for tender submission. This, you will appreciate, creates a bad impression in the business world, 
and also tends to create suspicion that certain interested rarties had come to know of the issuance of the tender 
with specifications, delivery requirements, etc., in advance and had ample time to prepare their tenders. The 
requirement is that prospective tenders should be given sufficient time to prepare their tenders. 'Sufficient time' 
depends on the nature of tile items, service or work. For instance, a tender for locomotives, overhead transmis­
sion lines, a water supply project, requires very much more time for a tenderer to prepare his tender than a 
tender for printing paper, portland cement, steel product etc. 

7.6 	 Conditions of tendc:r and contract. These should be spelt out very clearly. Normally standard conditions and 
contract terms and clauses are used. lowever where high value capital items, works, etc. are concerned, the 
conditions of tender would have to be framed in consultation with the legal advisors. There should be a meeting 
of minds between tire tendering agency and the potential tenderer. Incomplete and inaccurate information given 
in the tender package prevents good tendering and causes administrative difficulties. Always remember that 
'Clear agreements make firm friends'. 

7.7 	 Specifications These should be clear and comprehensive. Specifications written around particular makes, or 
specifications incorporating proprietary products or systems tend to limit competition and also adversely affects 
keen pricing. Many instances could be cited where potential tenderers had lodged strong protests that they had 
been precluded from tendering owing to this 'malpractice'. If tile intention of the purchaser is to obtain a 
particular make, lie should negotiate will, tire supplier concerned for prices and terms with the requisite approval 
from tire appropriate authority. Another point to be kept in mind is that many difficulties encountered in tile 
evaluation of bids and the award and administration of contract stem directly from improperly selected specifi­
cations, or from carelessly prepared purchase descriptions which are either loosely drawn or unreasonably 
restrictive. When the requisition merely identifies the type or level of quality which would be acceptable the 
purchasing officer must adapt the description to purchase requirements. In doing so, lie should use tire specia­
lised knowledge and sources of information available to him such as specification files, commercial and technical 
information, bulletins, professional journals and catalogues. 

7.8 	 Price Schedule / Bill of Quantities 
This should be included in the tender package to enable the tenderer to quote correctly. All those portions of the 
tender which have to be filled by the tenderer should be grouped as closely as possible. In the case of a supply 
tender, besides the brief description of tire item the unit of measure, the quantity required, FOB/C&F/CIF prices 
to be quoted, delivery dates promised, are essentials for which ample space should be provided in the schedule 
for the agency comnmission in rupees (if any) to be indicated. By using this form, the attention of the tenderer 
will be focused on all tire essential particulars and also protect him from making mistakes and onimissions 
which might invalidate the tender. 

7.9 	 Form of Tender l)epartments use standard form of tender wrich has had the approva! of the legal authorities. 
No further comment is necessary. 

NOTE: PUBLIC CONTRACTS ACT No. 3 of 1987 The provisions of this Act shall apply to every public 
contract where tire contract cost exceeds five million rupees. The provisions of this Act however, shall not apply 
to (a) any public contact of any class of public contracts that the President may in the interests of national 
economy exempt by general or special order (b) a sale by public auction by any public body. 

8. CLAUSES INCLUDED IN SUPPLY TENDERS 
quoted should be on a FOB and C & F basis and8.1 	 Tenders to be in the currency of the supply country. Prices 


should also be in the currency of the country rrf supply and in SL currency at 
 the rate of exchange on tire date 

indicated in the tender conditions. 

8.2 	 Mode of payment: Payment for supply will be made either by letter of credit, or presentation of shipping 
documents as stipulated. The document normally are: freight pre-paid bills of lading, suppliers priced invoices, 
certificates of origin, certificates of quality and quantity packing list. 

8.3 	 Inspection Requirenents of inspection to be stipulated by tire tendering agency. 

8.4 	 Packing and shipping There are stated in the conditions. 

8.5 	 Damage for late delivery: Liquidated damages for delay in delivery are indicated in 
week of the value of any supply which may be in arrears) 

8.6 	 Default Provisions for dealing with defaults. 
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8.7 	 Patent Rights Tenderers to indemnify the Government against any or all claims arising on account of violation 
of patent rights or royalties either from manufacturers or others. 

8.8 	 Performance Bond Contractors should furnish a performance bond up to a maximum of five% of the value of 
supply. 

8.9 	 Laws of Sri Lanka Tender and contract resulting therefrom shall be governed by and construed according to 
the laws of Sri Lanka. 

Note 	 The tender conditions also stipulate the date and time/closing and opening of tenders (the ideal would be 
to open the tenders immediately after the time of closing), the power of the Tender Board to accept any 
tender or part of a tender, rejection of any tender or all tenders, etc. 

9 SPECIAL CONDITIONS 
9.1 	 In addition to the standard conditions, special requirements may be included by the tendering agency. They 

include location of tenderer's services, (Such as repair and maintenance of equipment, maintenance of spare 
parts inventory, guarantees and warranties. etc.) Anticipated or desirable variations must be provided for in the 
conditions. Whatever conditions that are incorporated in the tender should be carefully worded so that the 
tenderer will take them into account when he prices his offer. 

10.TENDER EVALUATION 
10.1 	 Scheduling of tenders received - Tenders received by the correct date and time are opened publicly, names of 

the tenderers, the rates quoted by them are read out and scheduled. Tenders received after the closing time and 
date are rejected. There are two practices with regard to late tenders which are adopted in various Government 
Departments. 
(i) 	 Late tenders are returned intact to the tenderers concerned indicating that they are rejected because of 

their late receipt; 
(ii) 	 Late tenders are opened and marked late and scheduled. However, they are not evaluated. Those who folloi 

the latter are of the view that late tendering may afford valuable information which can assist the tender­
ing agency to evaluate the tenders received in time. The standard rule is that all tenders received late 
should be rejected. 

10.2 	 Evaluation process - In the case of homogeneous items the tendering agency has no difficulty in preparing ar 
evaluation report; but where the items are highly technical in nature, it is the practice for a technical 
committee to evaluate the technical features of the tenders and recommend which comply with technical 
specification and which do not. A commercial committee evaluates the commercial aspects of the offers, 
ascertain if the tenderers have the capabilities to carry out the contract if awarded. A joint recommendations i 
made to the tender board thereafter for a decision. Reasons for rejecting any offers should be always stated. 
Where a large foreign exchange element is involved or where tenders are financed by foreign lending agencies 
the advice of the Central Bank will also be neceary. 

10.3 	Counterproposals madt by tenderers - Sometimes tenderers may not quote strictly according to the conditions 
laid down: they may qualify their tenders by submitting counter offers/proposals. These tenders should be 
evaluated giving due consideration to the qualifications. Of course, if these qualifications amount to significant 
deviations from the specifications and conditions laid down, then they should be recommended for rejection by 
the tender board. 

10.4 	 Firm or variable prices - Generally in the case of supply tenders, tenderers are required to quote firm prices. 
In the case of tenders for capital goods, such as plant and machinery, rolling stock, etc; tenderers are permitte( 
to quote vatiable prices. In these cases tenderers are required to furnish basic prices and also the appropriate 
official price formula relevant to their pricing. It is important for the tendering agency to verify if the basic 
prices are realistic to enable a fair price comparison. The successful tenderer has to support any price increase 
claimed by them on the basis of the accepted formula by submitting documentary evidence in support of the 
actual increases which he had incurred in the manufacture of the items concerned. 

10.5 Capabilities of tenderers - Whether a tender is it, , - locally or on a world-wide basis, it is important the 
capabilities of tenderers to perform the contract if the tender award is made to them. This means that 
immediately tender forms are issued, and at any rate before the award is made, the tendering agency has to 
satisfy itself that the tenderer/s are capable of carrying out the contract. Where selective or restrictive tenders 
are invited from pre-qualified sources, a further inquiry is not needed, as the tenderers' credentials would have 
been ascertained beforehand for the purpose of prequalification. 
Tenderers should be screcred for their ­

technical capability
 
financial capability
 
Managerial capability
 
Past performance (track record).
 

A number of sources are available to secure information on the,.e:-

Directly from the tenderers by their providing answers to a questionnaire regarding their assets, recent clients,
 
finances, etc. From the bankers of the tenderers, Chambers of Commerce, Embassies and High Commissions, etc.
 
If after due inquiries it is found that a tenderer is not suitable to be given a contract, his tender should be
 
recommended for rejection.
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10.6 	 PERIOD OF VALIDITY OF TENDERS - T'nderers are required to keep their offers open for acceptance
for a Stipulated period. In this connection, it is important to keep in mind that no supplier would like to 
keep his validity period too long as he may be prevented from accepting other contracts in anticipation of 
the tender being awarded to him. This period should therefore be kept short. The longer the period of 
validity the greater the possibility of the tenderer quoting higher prices. 

11. TENDER BOARDS 
11.1 	 The composition and classes of lender boards which have to consider evaluations and recommendations and 

make decisions are described in detail in the FRR. 
The classes of tender boards are:
 

Minor tender boards
 
Departmental tender boards Value limit Rs. 2,000,000
 
Ministry 	tender boards Value limit over Rs. 2,000,000 to
 

Rs. 5,000,000
 
Cabinet tender board Value limit over Rs. 5,000,000
 

11.2 	 The following are the powers of the tender boards: 
The right without question ­

of accepting any lender or portion of a tender. 
of rejecting any or all tenders 
of directing tire tendering agency which has invited the tender to invite fresh tenders, when all tenders are 
rejected. 

The tender board has also power to vary terms and conditions of a contract already entered into. It has power to 
blacklist a tenderer and also remove his name front tire blacklist. Where a tender board requites expert advice
 
in the course of its deliberations for making an award it has the power to do so.
 
Ilowever, the power to waive penalties, liquidated damage, etd; is vested in the Secretary of the Ministry
 
concerned. Extra contractual payments are also a matter for the Secretary and not for the tender board.
 

12 RE-TENDERING 
Occasions may arise when it is necessary to cancel tenders received and invite fresh tenders: 

If it is found on the scrutinY of tenders that tenderers have acted in collusion to quote non-competitive 
prices 
If no acceptable tenders have been received 
If the tender validity period has lapsed 
If there has been ambiguity in the tender specifications and conditions 
If there has been a significant change in market conditions.
 
If there have been changes in requirements after tenders were invited.
 

13 LIMITED OR SELECTIVE TENDERING 
Financial Regulations provide for this under certain circumstances (read FRR). This is a modification of the open 
tender system discussed above. Tire open tender system may lead to a wasteful multiplication of tenderers, some of 
whom may not fully satisfy tire criteria of a right source. It may also increase unnecessarily the cost of inviting 
tenders arid delay in the tender award. 
Tire selective lender systemn saves time and expense and ensure that an award is made to a reliable source. Under this 
system tire procedure of per-qualification is resorted to, and only the parties who satisfy the pre-qualification 
criteria are issued tender documents. These criteria include production capability, technical capability, financial 
capability and managerial capability, past performance, etc. 

14 NEGOTIATED 1PURCHASING 
Negotiated purchasing is resorted to when competitive tendering is not practicable, in such circumstances as the 
following:


availability of one source of supply
 
tire existence of only one reputed firm to undertake a particular work or service.
 
In the case of very sophisticated equipment the purchase of which could be done only by mutual discussion
 
between the buyer and the supplier ol specifications, etc. Tlhe Department of Defence USA buys over 90% of
 
its total purchasing by negotiation.

where time is of the essence and there is rio tine to go through tile tender process.
 

15 LETTER OF ACCEPTANCE OF TENDER 
Immediately after a lender board makes an award, a notice of acceptance is transmitted by letter, cable, telex or fax, 
to reach the tenderer before tile expiry of validity date. Tire letter of acceptance should not be tedious by repeating
tie conditions and other termis of tie contract. The tenderer should ie instructed to acknowledge the receipt of the 
acceptance without delay.
Sometimes, instead of a letter of acceptance, letter of intent is sent to the successful tenderer. It is sent to request 
him to prorceed with the contract up to a definded financial limit until a formal letter of acceptance is sent to hint. 
Tle successful tenderer is also required to furnish a perforirarTce bond before a written contract agreement is signed. 

16 PUBLICATION OF AWARDS 
Once contracts have been fiialised, tire awards are published in the Gazette and the Press. 
SUGGESTED READING -


S.L.GovernmimenI Financial Regulations- Chapter XI
 
Colin 'rrupin : Governmcnt Contracts.
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THE SIX RIGHTS OF PURCHASING
 

RIGHT 
RIGHT 
RIGHT 
RIGHT 
RIGHT 
RIGHT 

RIGHT QUALITY 
SPECIFICATIONS 
MARKET 

GRADES 
BRAND/TRADE 
NAMES 
ENGINEERING 
DRAWINGS/BLUE 
PRINTS SAMPLES 

COMBINATIONS OF 
ABOVE INTERNAL 
SPECIFICATIONS 
EXTERNAL 
SPECIFICATIONS 

ECONOMY OF USE = 

PRODUCTIVITY = 

RELIABILITY = 

DURABILITY = 

.ABOUR SAVING = 


RACK RECORD = 

BASIC BUYING 

SUPPLIERS WHO 
CAN COMPLY WITH 
SPECIFICATIONS 
SPECIFICATION 
QUALITY 
CONFORMANCE 
QUALITY 
RELIABILITY 

QUALITY 
QUANTITY 
SOURCE
 
TIME 
PLACE 
PRICE 

PRINCIPLES 

QUALITY ASSURANCE 
QUALITY CONTROL 
DURING MANUFACTURE 

ON DELIVERY BY" 
SUPPLIER 
TESTS OF SAMPLES 
FROM THE MARKET 
INSPECTION AGENCIES 

PRODUCT EVALUATION - 1 
QUALITY FACTORS 

COST PER UNIT OF OUTPUT WILL BE MINIMUM 

PERFORMANCE CAPACITY RATE OF PERFORMANCE 

OF PERFORMANCE DOWN TIME 

SERVICE LIFE OF EQUIPMENT AT HIGH EFFICIENCY 

NUMBER OF OPERATORS REQUIRED 

PROVEN USE 
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RIGHT PRICE
 

FAIR AND PERFECT AND COST ANALYSIS 
REASONABLE IMPERFECT PRICE ANALYSIS 
TO BOTH THE MARKETS NEGOTIATION 
BUYER AND MONOPOLISTIC FAIR TRADING 
THE SUPPLIER AND COMMISSION 
A REASONABLE OLIGOPOLISTIC DISTRICT PRICE 
PROFIT MARGIN SITUATIONS FIXING COMMITTEE 
TO THE PRICE RINGS 
SUPPLIER 

SERVICE EVALUATION 
THE SERVICE MIX 

SERVICE LITERATURE 
SERVICE MANUALS, MAINTENANCE MANUALS, SPARE PARTS MANUALS, 
INSTALLATION DRAWINGS 

WARRANTY
 
PERIOD OF WARRANTY,. SCOPE OF SERVICE DURING THE WARRANTY 
PERIOD AND AFTER. 

TOOLING 

TRAINING OF PERSONNEL 

AVAILABILITY OF SPARES AND COMPONENTS. 
EX STOCK, PROXIMITY OF SPARES DEPOTS, STOCKLESS BUYING, PRICES 
OF SPARES. 

.w. 

ADVISORY ... SERVICES 

ON-TIME ... DELIVERY 

REPAIR ... SERVICES 
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PRODUCT EVALUATION - 2
 
BID ANALYSIS
 

MATCH THE SPECIFICATION
 
OFFERED TO THE SPECIFICATION GIVEN BY BUYER MAJOR DE-
VIATIONS. MINOR DEVIATIONS. 

HORSE POWER 
ENGINE CHARACTERISTICS - POWER CHARACTERISTICS -
GRAPHS OR FIGURES TO SUPPORT THEM (MANUFACTURERS 

LITERATI IRE NECESSARY TO SUPPORT THEM) 

SPARES 
FOR TWO YEARS - POLICY OF USAGE - COST OF SPARES FOR 
PERIOD OF USAGE 

DOWN TIME 
MANUFACTURERS PLANNED DOWN TIME 

RECURRENT COSTS 
OF RUNNING INCLUDING COST OF MAINTENANCE AS ESTI-

MATED. 

TOTAL LIFE CYCLE COST 
INITIAL COSTS OPERATING COSTS, MAINTENANCE COSTS, ETC: 

RIGHT PLACE 

RIGHIT PLACE CAN BE THE COMPARATIVE INSTALLATION 

SUPPLIER'S GODOWN/PORT OF COSTS GUARANTEES 

DESTINATION/BUYERS WARRANTIES/ 
PREMISES/SITE 
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RIGHT TIME 

ORDER SHOULD 
BE TIMED SO 
AS TO MEET 
PRODUCTION 
SCHEDULES/ 
OPERATIONAL 
REQUIREMENTS 

RIGHT SOURCE 

TlIE SELECTIO0N 
OFT lIE SOURCEL 
OF StINPI'Y IS 
TIlE ACID TEST 
OF SO[JND 
Pt IRCIIASING 

RIGHT 
QUANTITY 

AROUND 50% OF A 
MANUFACTURING 
FIRM'S INVEST-
MENT IS IN THE 
FORM OF RAW MA-
TERIALS, '?ARTS, 
SUPPLIES AND 
OTHER INVENTOR-
IES 


PUBLIC SECTOR 
SPENDS 25% OF 
BUDGET EXPENDI-
TURE ON SUPPLIES 

MARKET 
SITUATION 
MARKET 
FORECAST 
LEAD TIME 
REQUIREMENTS 

CRITERIA
 

FINANCE 
SPACE AVAILABIL-
ITY 
RIGHT TIME TO 
RECO':P 
(RE-ORDER LEVEL) 
RIGHT TIME TO 
DELIVER 
PRODUCTION 
SCHTEDULES 
JIT/KAMBAN 

TICHNICAL CAPABILITY 
FINANCIAL CAPABILITY 
PRODUCTION CAPABILITY 
MANAGERIAL CAPAI31LITY 

INTERNAL 

FACTORS 


HOW MUCH NEEDED 
DEMAND FORECASTING 
SHELF-LIFE 
POSSIBLE 
OBSOLESCENCE 
STORAGE SPACE 
FUNDS
 
E.O.Q 
(ECONOMIC ORDER QUANT-
ITY) 
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HAND TO MOUTH 
BUYING TO 
CURRENT
 
REQUIREMENTS 

FORWARD BUYING 
SPECULAi'IVE 
BUYING 

INQUIRIES FROM BANKS EM-
BASSIES AND HIGH COMMIS-
SIONS TRADE MISSIONS 
TRADE JOURNAl S 1)! CT 
QJESTIONNAIRI !i,1, 
QUALIFICATION lITENDER-
ERS SUPPLIER RATING PER-
IODICAL REGISTRATION 

EXTERNAL
 
FACTORS
 

TRADE CUSTOMS 
PRODUCTION CAPACITY 
DELIVERY PERIOD 
MARKET
 
CHARACTERISTICS 
QUANTITY DISCOUNTS 



ANNEX I 
FORM OF TENDER 

The Chairman,
 
Tender Board.
 

I/We having examined the Conditions of Tender, the Uill of quantities and all other Documents pertaining to this
work/supply, do hereby offer and undertake to c.rry out the work/supply, to the satisfaction of the ...
 
......................................... 
 ............ 
 strictly in accordance with theconditions of Tender; at the prices and within the delivery period set forth in the accompanying Bill of Quantitiespertaining to Tender No .......... And in consideration of the trouble and expense incurred by you in preparing the contractdocuments and in examining and considering the tender, I/We further undertake that this tender shall not be withdrawnby me/us before the expiration of ............... calendar months from the date of closing but shall remain binding on me/us
and may be accepted at any time before such expiration. 

And I/We further undertake in tha event of this tender being accepted to deposit in ca- i 5 per cent (5%) of the tenderedamount as security with the . ............... or to furnish a Bank Guarantee as per Sender conditions in the said sum

confirmed by a Bank Operating in Sri Lanka, in favour of the 
. ....................... for the due
performance of the Contract and for the payment of all claims to which the ............................ may be entitled, and so
execute an agreement in the prescribed form duly stamped by me/us at my/our expense in accordance with he Stamp
Duty Ordinance and to complete the work 
to the entire satisfaction of the .....................................
 

and I/We further agree in the event of my/our declining or failing to make such deposit or execute such bond and/orexecute such agreement within two (2) weeks of my/our being called upon to make such deposit or execute such bondand/or to execute such Agreement that the ........... has the right to recover from me / us .he full amount of
damages sustained by the .................. as a result of my/our so declining or failing and confiscate the 
security deposit. 

I/We understand that you are not bound to accept the lowest or any tender you moy receive. 

Signature of Tenderer 

Date:
 
Tenderer's Name:
 
Address
 
Witness
 
Signature :1 ......... 2.......
 
Name :
 
Address
 

Annex 2
SCHEDULE OF PRICE FOR ..................... 

ITEM DESCRIPTION QUANTITY RATE TOTAL FOR TOTAL FREIGHT TOTAL C & F Value
NOS. F.O.B. ITEM TO COLOMBO OF COLUMNS 5 & 6FOB (Item Wise) FIGURES WORDS 

We have furnished Bid Bond No................. from ........... as Bid Security., I/we 	 Total
agree to abide by the Conditions stipulated in your tender No................................ 	 Signatreof er ... 
witness :1Name & AddrIess of Local Agent Name & Address of Tenderer Signature :..................................
 

................................... 
 ................................... 
 Name & A ddress : 
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ANNEX 2
 
Any payment to be made by the Cost of Cleaiing from Port, Handling Total Item wise Local L.Ts 
purchaser to a Local Agent in and Delivery to ................................................Foreign C & F 
S.L.Rs.over and above value in Col.5&6 (indicate Item by Item) Excluding Cus­
state percentage Item wise. tom Duty and B.T.T 

Witness 2.
 
Signat'ure Discount if any,
 
Name & Address 	 if allitems are awarded 

GRAND TOTAL S.L. Rs. 
.............................. 
 ......
 

ANNEX 4 

PREQUALIFICATION OF TENDERERS 

1. There is an increasing tendency to formally prequalify tenderers for large civil works, complex projects, turnkey
conP'acts, etc. It is howeve.r, not the normal practice to prequalify tenderers for equipment, plant, etc. 

2. 	 Prequalification is desirable or necessary to ensure that only tenderers who are considered capable of executing a 
particular contract are invited to submit bids. 

3. 	 Prequalification procedure should be on the same lines as the normal tender procedure in respect of advertisement; i.e. 
the invitation to prequalify should be advertised inthe local newspapers, gazette, trade and technical magazines of 
standing, and copies of invitation should also be sent to Trade Missi-is, High Commissions and Embassies for circula­
tion. 

4. 	 The invit~t:on should spell out the scope of the work, brief specifications, and a clear statement of the requirements for 
qualificati3n. 

5. 	 The prequ:.,ication questionnaire should include the following topics: 

Experience of similar work (details to be furnished)
* Nationality of ownership 
* Reputation 
* Financial position 
* Extent of sub-contracting to be done 
* Technical capabilities. Magnitude of work undertaken in similar fields 
* References - Banks, clients, etc. 
* Experience in working in developing countries (Projects sponsored by World Bank, ADB, etc.) 

6. 	 It would be necessary to verify the accuracy of the information furnished from banks, Missions, previous clients, etc. in 
order to ensure that the parties concerned satisfy the criteria laid down. 

7. 	 Where the prequalification procedure is employed all concerns which are found to be qualified should be permitted to 
teader. 
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CONTRACT 

1-
SELLER GOODS 	 BUYER 

V N T] 	 APF ICATION 
MONET 
 MOI EY
 

ADVjCE DOCUMENTS DCMN~
f $ DOCUMENTS 

ADVISING BANK 	 ISSUING BANKCREDIT 



PROCUREMENT FROM FOREIGN SOURCES
 

1. INTRODUCTION 
of trade in present times makes it necessary for purchasing people to getThe steadily increasing internationali;ation 

as more involved with purchasing from abroad. While the main objectives of buying from abroad are the same 

buying from within the country, (the objectives being buying goods of the right quality, in the right quantity from 

the right source, at the right time and at the right price), many complications are involved in overseas buying. 

Sri Lanka imports over 60% of her total requirements and, although we have made significant progress in manufac­

turing locally certain goods such au cement, steel, textiles, fuel, and even some machinery and equipment, we have to 

remember that many inputs required for the manufacture of these items have to be imported. 

the trouble and problems of importing theBuyers naturally like to buy locally even imported items as it saves them 

items themselves owing to the complications involved in the import process. These are discussed below:
 

2. WHY BUY FROM ABROAD? 
We buy from abroad for the following reasons:
 
- The item required is not available domestically. We import plant and equipment, for ex Ample.
 

stilt import rice.What is produced domestically is insufficient to meet total needs. For instance, we 

The quality of locally made goods may not be satisfactory. Users therefore prefer to buy the imported counter­

parts. 
The foreign made goods are cheaper. For instance, one main reason why USA buys Japanese cars is that they are 

much cheaper than the cars made in USA. Further technological innovation of Japanese auto makers has ensured 

that their motor cars are of a very high quality. 
There may be strategic reasons for sourcing abroad. The purchasing strategy may be to improve supply security by 

having a second source abroad. 

3. COMPLICATIONS OF BUYING ABROAD 
The main complications involved in buying abroad are the following:
 

Fluctuations in the relative value of currencies.
 
Differences in contractual form and legal systems.
 

- Transportation problems.
 
Payment methods
 
Documentation problems.
 
Communication problems.
 

in the relative value of currencies. 
Foreign suppliers would require payment in their own currencies. Suppose a foreign supplier's quotation to supply 

has been accepted, the purchaser would have to ensu~re that the supplier gets 

3.1 Fluctuations 

of goods to the value of £100,000 
to bear the risks involved in currency fluctuations.this amount in pounds: which means that the purchaser has 

He could either take the risk that there will be no adverse fluctuations in the exchange rates (thus bearing the loss 

if the rate becomes adverse ) or safeguard himself by buying the exchange forward. The buyer is well advised to 

obtain the expert advice of his bankers with a view to minimising the risk. 

3.2 Different types of contracts 
prefer that the contract entered into with his foreign supplier is according to the condi-

While the buyer would 
adopted in his country, the supplier may require that the contract should be in accordance withtions of contract 

his country's conditions of contract. This problem should be straightened out in advance before a contract is 
invited world-wide it is clearly stipulated in thesigned. In the case of SL Government purchases, when tenders are 


tender conditions and that the contract shall be governed by the laws of Sri Lanka.
 

3.3 Trade terms 
Various trade terms are used in international trade, and these terms are sometimes intrpreted in differint ways. 

Such terms include the following : 

are on board ship and pays for trans-FOB - Free on board. Supplier is liable for the goods until they 

port and handling to that point.
 

FAS - Free alongside the ship (usually at the port of export) 

C&F - Cost & Freight supplier is liable for goods until they reach the port of destination and selling 
price covers ocean freight to that point. 

CIF - To C&F insurance is added. 

over 20 trade terms used in shipping and over the years difficulties in interpretation have occurred.
There are 

if both parties adopt the definitions standardised by the International Chamber ofThese can be avoided 
INCOTERMS. This body has also drawn up rules of "Conciliation and Arbitra-

Commerce Paris and published as 
tion" and in case of a dispute the Court of Arbitration in Paris can be requested to appoint arbitrators to conduct 

proceedings in any country. 
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3.4 	Communication problems
Communication problems exist when two parties have different first languages. En -lish is the lingua franca ofworld commerce, yet non-English businessmen may speak English very well and still misunderstand some of.thethings written or said by a native English speaker. Consensus idem agreement on the same thing, is fundamentalto a valid contract, and particular care should be taken to achieve this when there are language problems. 

3.5 	Payment methods
 
There 
are four methods of payment to a foreign supplier:Consignment method The buyer pays only after the goods at' received. The foreign supplier runs a risk.Advance payment The foreign supplier is paid in advance to enable him to ship the goods. The buyer runs 

a risk.Collection through bank The foreign supplier sends the documents to a named bank of the buyer whopays for the documents and clear the goods concerned.Documentary letter of credit The universally accepted method today is the letter of credit method. 

There are several types of letters of credit:
 
- Revocable letter of credit
 
- Irrevocable letter of credit.
 
- Confirmed irrevocable letter of credit
 
- Back to back credit
 
- Revolving letter of credit
 
- Red clause credit. 

The type mostly used is the irrevocable letter of credit - confirmed or unconfirmed. 

A letter of credit may be defined as a written undertaking given by a bank acting at the request and in accordancewith the instructions of a customer (the applicant for the credit) to make payment to the beneficiary (supplier) oraccept the bill of exchange drawn by the beneficiary against stipulated documents, provided the terms and conditionsof the credit aie complied with. 

The normal documents which are stipulated are:-
Freight - prepaid bill of lading

Suppliers commercial invoice
 
Certificate of quality and quantity
 
Certificate of insurance
 
Certificate of origin
 
Packing list
 
Consular invoices (where appropriate) 

The mechanics of the letter of credit are shown in annexed diagram. 

3.6 Other ProblemsBesides the above, there are other problems such as transportation problems, different local systems and additionaldocumentation which certain governments may require. There are also certain requirements to be complied with; suchas import and exchange control requirements, special regulations governing imports of agricultural products, drugs
and narcotics, etc. 

4. SOURCING ABROAD
Sourcing abroad is much more difficult than sourcing domestically. It will be admitted that it is much easier toinvestigate and satisfy oneself with the capabilities and finance of a local supplier than with those of a foreignsupplier. In the case of the former one can even carry out a personal investigation by visiting the suppliers' establish­men:; but in the latter case most of the information would be secondhand. This of course, does not mean that suchinformation is not reliable. 

In order to locale sources of foreign suppliers and find out their capailities and standing, several sources areavailable such as the ones given below:
 
Trade journals
Directories (Kemps, Kompass, British Exports Dun and Bradstreat's World Marketing Directory, BottingInternational Business Register, Jane's major Companies or Europe, Business International etc.)Trade Lists.
 
Commercial Sources
 
World Trade Centre
 
Import Agents
 

- Trade Fairs 
- Trade Associations 
- Departments of Commerce of various Governments
 
- Foreign Trade Missions
 
- Commercial Attaches
 
- Chambers of Commerce
 
- Banks. Advertising Agencies
 
- International Federation of Purchasing and Materials Management (IFPMM) 
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Before proposing to place an order the following capabilities of the potential suppliers should be investigated in the manner stated above. 
Production capability 
Technical capability 
Financial capability 
Management capability
Past performance (Track record.) 

5. INQUIRY FOR QUOTATIONS
Where it is decidcd to obtain goods from an overseas supplier, it is necessary to request the supplier to submitquotation, Of course, ayou would have satisfied yourself about the capabilities etc., mentioned above. Some vitalmatters that should be considered carefully and included in the invitation to quote letter are:Specifications ( As far as possible standard specifications of recognised bodies such as the British Stan­dards Institution, should be adopted.)Delivery requirements (don't state this in months. Say 30 days or an other ,_-I od in days to avoid confu­

sion.)
Trade terms - such as FOB, C & F or CIF etc. should be interpreted according to INCOTERMS. (See 3.3
above). 

- Method of payment 

The language used should he vry c;aar, and terms used should be standard. 

6. A short check list which the buyer should carefully follow is given below. 

CHECK LIST FOR BUYING ABROAD 
i. Are the goods subject to duty or subject to quota?
ii. Is an import licence required?
iii. Is Foreign exchange approval required?iv. Are there special regulations with regard to agricultural products or public health regulations?v. In what currency is the price quoted? In what currency is it payable? Any complications?
vi. What legal systems apply to the contract?vii. Have you costed the transaction allowing for transport, import or export taxes, insurance and incidental 

expenses?
viii. Ilave you made sure that the supplier understands the specification?ix. Are you satisfied with the capabilities of the supplier to comply with the specification?x. Are you satisfied that the supplier is capable of carryingxi. Arising from above are 

out the contract to your satisfaction?there any doubts about the suppliers conforming to the delivery terms and other
requirements? 

7. AIR TRANSPORT
 
There are five basic modes of trans I


Water
 
- Air
 

Road
 
Rail
 
Pipe Line
 

Our country imports goods mostly by sea. 

Ilowever a steadily increasing proposition of imports are obtained by air.Thcre are several advantages in importinghy air in the case of certain items such as drugs, spares, perishables, etc. Packing maycase of sea transport. The incidence not be so elaborate as in theof pilferage, damages, etc; is extremely low. Further, buyers could work on smallinventories which nieans lower stockholding costs. One of the salient points of air-freight is its lead - time economics:the very short transit time er'bles stocks to be kept low. 
Regarding documentation, while priced invoices, packing lists, etc. are needed, instead of the Bill of lading which isrequired for ocean transport, the document called the AIRWAY BILL is used in air transport. Ilowever, the Customsformalities are the same, 

8.CLEARANCE OF IMPORTS. 
Clearance of imports from the Port and the Cutoms involves a series for formalities. 
Preparing custonis entries, documentation, clearance from the Port are processes which are complicatedconsuming. Unless an organisation has a well established unit manned by experienced 

,nd time 
wharf staff fully conversantwith custonls and port procedures and operations, it is advisable to engage the services of well esta'.lished forwardingand clearing agents registered with the Port and Customs authorities. There are excellent agencies with longexperience who would undertake this service at competitive rates. 

Framing customs entries require a good knowledge of the Brussels Tariff Nomenclature (BTN) and customs tariff. 

Prepared by S.A.P. Rupasinghe 
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PREQUAI IFICATION OF TENDERERS
 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

There is an increasing tendency to formally prequalify tenderers for large civil works, complex projects, turnkc'y 

contracts, etc. It is however, not the normal practice to prequalify tenderers for equipment plant, etc. 

necessary to ensure that only tenderers who are considered capable of executing a
Prequalification is desirable or 

particular contract are invited to submit bids.
 

lines as the normal tender procedure in respect of advertisement;
Prequalification procedure should be on the same 
i,e. the invitation to prequalify should be advrrtised in the local newspapers, gazette, trade and technical magazines 

of standing, and copies of invitation should also be sent to Trade Missions, High Commissions and Embassies for 

Circulation. 

The invitation should spell out the scope of the work, brief specifications, and a clear statement of the requirements 

for qualification. 

The prequalification questionnaire should include the following topics: 

•	- Experience of similar work (details to be furnished) 
- Nationality of ownership 
- Reputation 
- Financial position 
- Extent of sub-contracting to be done 
- Technical capabilities. Magnitude of work undertaken in similar fields 
- References - Banks, clients , etc. 
- Experience in working in developing countries (Projects sponsored by World Bank, ADB, etc. 

It would be necessary to verify the accuracy of the information furnished from Banks, Missions, previous clients, etc. 

in order to ensure tha. the parties concerned satisfy the criteria laid down. 

are found to be qualified should be permitted
Where the prequafification procedure is employed all concerns which 


to tender.
 

EVALUATION OF TOTAL ORDER COST 
COST CALCULATION 

F TOTAL FOB COST (TO INCLUDE COST OF PACKING 

I TOTAL FREIGHT TO COLOMBOFOREIGN COSTS 

LINSPECTION FEES (FOR INSPECTOR APPOINTED BY THE BUYER
 

- ALL CHARGES TO THE SRI LANKA PORTS AUTHORITY. 
I CONTAINER DEPOSIT AND CHARGES TO SHIPPING AGENTS. 

LOCAL COSTS COST OF TRANSPORT AND HANDLING TO BUYER'S SITE.
 

1 ADDITIONAL EXPENSES FOR DOUBLE HANDLING?
 

.RENT, CRANE HIRE ETC., AT THE PORT.
 

- CUSTOMS DUTY AND BTT PAID BY BUYER
 
BEFORE DISCHARGE OF CARGO
 

OTHER COSTS | LOCAL AGENT'S COMMISSION PAID IN
 
1 S.L. RUPEES AFTER DEDUCTING APPROPRIATE
 
.&B.T.T. BY BUYER 

Prepared by S.A.P. Rupasinghe 
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BANK DOCUMENTATION IN FOREIGN PROCUREMENT
 

In the International 	Trade very often the buyer and seller do not meet each other. The buyer is in one country while 
the seller is in another. The laws, practices, customs and even the interpretation of terms used differ from country to 
country. The seller is reluctant to part with his goods before receiving payment, and the buyer prefers. to .have 
control over the goods before parting with the money. The buyer anticipates that the seller will deliver the goods and 
services in accordance with the specific requirements. Hence making payment with physical delivery is rarely 
possible, so a compromise is arrived at, i.e. payment against constructive delivery, handing over of the documents, 
transferring the title to or control over goods. This is where the Bank steps in as an intermediary, giving a condi­
tional undertaking of payment to the seller. 

2. 	 Under Documentary Credit which is more fully described in the Uniform Customs rnd Practices, the procedure to be 
followed is for payment to be made against documents that represents the goods and make it possible for the transfer 
of 'ights for those goods. Hence, Letters of Credit or Documentary Credits a's.they are called ate ideal: instruments 
which act between the buyer and seller assuring them the safety of their iransaction. Thereforpthe bank documenta­
tion in foreign procurement is very important, not only for the banker, but also for the importer and exporter as 
well. 

3. 	 Before I go into the topic of documents to be used by the Bank, the importer and the exporter, I would like to name 
several parties involved in the documentary credit operations. They are­

(a) 	 The Buyer, also known as Account Party, Accountee, Applicant, Importer. 

(b) 	 The Seller- Beneficiary, also known as Exporter, Supplier, Shipper. 

(c) 	 The transferee in a transferable credit, 2nd Beneficiary. 

(d) 	 Other parties who are indirectly involved such as Carriers, Insurers, Freight Forwarders, Agents, etc., 

(e) 	 Banks- Issuing, Advising, Nominated, Paying, Accepting, Negotiating, Confirming, Remitting, Reimbursing, 
Requesting. 

4. 	 A documentary credit is opened by the bank at the request of the buyer. It is the practice in the banking industry 
that the order forms provided by the buyer's bank be used for this purpose. The connected documents are 

(1) 	 l-roforma Invoice or indent. This is actually a quotation given by the seller to a potential buyer. This 
document gives the basic details such as price, quantity, quality and the description of the goods. The seller 
may be required to certify on the commercial invoice that the goods are in accordance with the proforma 
invoice issued by him, 

(2) 	 a) Commercial Invoice is issued by the exporter and will carry the following information
 
Name and address of the buyer and seller and date of invoice.
 

Complete description of the goods. 

Unit price, where applicable and the value of goods. 

Where the settlement is under documentary credit, or documents against payment (D/P), docu­
ments against Acceptance (D/A) 

(b) 	 Certified Invoice is an ordinary signed commercial invoice with a conditiona! certificate to the effect 
that the goods are in accordance with the specific contract or proforma specifying the country of 
origin or not and any additional documentation or statement to be given by the seller at the request of 
the buyer, usually manually signed. 

(c) 	 Consular Invoice - this invoice is usually signed and visaed (official seal affixed) by the consul of the 
buyer's (importing) country, unless the credit allows tl;e visa to be executed by some other friendly 
nation. If this document is called for in duplicate, both copies have to be on original forms (plain 
copies and tissues are not acceptable). In filling this form one has to be extremely careful as this 
documents is considered invalid if there are alterations, omissions, etc., 

(3) 	 Certificate of Origin certifies the country of origin of goods. Normally the Chamber of Commerce or the 
Consulate will attest or authenticate the statement appearing in the Certificate of Origin. It is used where 
preferential tariff rates are in existence between the buyer's country and the seller's country. 

(4) 	 Weight Note will indicate je weight of the goods which should tally with the other documents. This could 
be issued by the seller or even a third party. 

(5) 	 Packing List - this lists out the items of each package, bale, carton or other convAiner. This informatmn is 
often required by the Customs authorities to make a spot or thorough check of ihe contents in any particular 
package.
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(6) 	 Third Party Certificate of Inspection will declare the results of an examination of goods carried out by a 
recognised independent body or competent authority. This will enable the importer to make sure that the seller 
or exporter has shipped the correct goods and that they are in conformity with the invoice. This is a very 
important matter to the buyer as well as the bank as payment is made through the bank using letters of Credit 
governed by the Uniform Customs and Practice, as clearly indicated under article 4 that Banks deal with 
documents and not in goods. 

(7) 	 Special Certificate/lHealth Certificate - Certificate of this nature is called for goods relating to vegetables, plants, 
food items and animals to safeguard the importer and the consumer, through diseases, etc. 

(8) 	 Transport Documents - there are different types of Transport Documents used in the international trade 
depending on the mode of transport. They are mainly Ocean Bill of Lading, Airway Bills and Postal Receipts or 
Rail Receipts, etc., 

A Bill of Lading/Airway Bill will be issued by.the shipping company/air line or their authorised agents for 
goods shipped/air freighted. 

This document will clearly indicate the terms and conditions under which the shipping company/airline carry 
the goods. In addition it comprises documents of title to the goods described therein. 

A Bill of Lading is issued in sets of one or more, stamped and signed. Since the Bill of Lading is a document of 
title, the complete set must be obtained by the shipper. Shippers may also obtain non-negotiable Bills of Lading 
for their records and to forward them with the other shipping documents as advance copies to the buyer. Those 
non-negotiable unsigned copies do not form part of the valid set of bills of lading. A clean transport document 
is one which bears no super-imposed clauses or notations which expressly declare condition of the goodslor 
packing. 

5. A Bill of Lading gives the following details­

- The port of loading and port of discharge. 

- The shipment is consigneod to the party indicated in the credit. 

- The shipment is either consigned to "order of shipper " and blank endorsed, consigned direct to named 
consignee, or to order of named consignee, as respectively required in the credit. If the credit required 
bills of lading to order, straight consigned bills of lading cannot be accepted. 

- The shipping marks and numbers agree with the marks and numbers on the other documents i.e. on the 
commercial invoice, insurance documents, etc. 

There are no superimposed clauses on the face of the bill of lading which expressly declare a defective 
condition of the goods or packing such as contents "leaking", "barrels broken", "bags torn", etc. Such 
clauses make the bills of lading "unclean", and not acceptable. 

- "Freight Prepaid" or "freight paid" has been stamped on the bills of lading if the credit requires freight 
paid bills of lading or if the invoice includes ocean freight added to the FOB or FAS value. Clauses 
reading "freight to be paid" or "freight prepayable" are not acceptable for "freight paid" or "freight 
prepaid". The total number of boxes, bags, etc. or tonnage or quantity indicated on the bill of lading, agree 
with the same information listed on the commercial invoice, insurance document, and other shipping 
documents presented. 

- The description of the goods indicated on the bills of lading agreed with, or is at least a good generic 
description of the goods listed on the invoice, insurance, and other shipping documents presented, and not 
inconsistent with the description of the goods in the credit or other documents. 

- If a transshipment is indicated on the bills of lading, the credit allows transhipping, the bills of lading are 
through bills of lading, and the merchandise will be delivered at final port of destination against the bills 
of lading issued when cargo was loaded on the first vessel, the entire voyage imust be covered ny one and 
the same bill of lading. 

- If the bills of lading are through bills of lading, the merchandise will be delivered at final port of desti­
nation against the bills of lading issued when cargo was loaded on the first vessel. The entire voyage must 
to be covered by one and the same bill of lading. 

- Goods are not loaded on deck, unless specifically stated "on deck" shipments are permitted before accept­
ing bills of lading stamped "on deck". 

- If the L/C requires "on board" bills of lading, the date of the bills of lading in the case of a shipped bill 
of lading, or the date in the on board endorsement in the case of a received foi shipment bill of lading, is 
within the latest date for shipment mentioned in the credit. If the L/C does not specifically call for goods 
to be "on board" that the date of the billof lading is within the latest shipping date. 

180I 



The bills of lading should be properly endorsed.
 

All changes or alterations on the bills of lading are initialled by the signer of the bills of lading.
 

The name and address of the "notify party" is exactly as indicated in the credit.
 

The bills of lading cover no other merchandise than that which is being invoiced and specified in the
 
credit terms.
 

(9) Airway Bill, if the documents indicate that the goods are to be sent by air the following documents will be neces­
sary. 

Signed and dated airway bill issued by the carrier or its authorized agent covering the merchandise being 
invoiced. 

The airway bill is dated within the latest shipping date allowed in the credit and that it is presented 
within 21 days of it! date of issue or such other time as required by the credit terms. 

The air way bill is marked freight prepaid if freight paid bills of lading are required. 

An Airway bill is not issued by a forwarder. Forwarders air way bills are not acceptable unless they are 
authorised in the credit terms or unless they show the name of the carrier and are signed by the carrier or 
his agent. 

The flight number and date is indicated on the Airway bill if specifically required in the credit terms. 

10) Insurance Policy or Certificate­

- Both the original and duplicate of the insurance document are included if issued in duplicate unless 
otherwise provided for in the credit. 

- The date of the insurance is not later than the date of the shipment or dispatch as evidenced by the bills 
of lading or other shipping documents, or in the case (combined transport, the date of taking the goods in 
charge.
 

The insurance is endorsed by the party to whom the loss is payable so that it is in negotiable form, unless 
the credit specifies some other insured party in the country of destination. 

Insurance is issued for the amount stipulated in the credit if the credit requires a certain percentage above 
the CIF value. 

Prepared by K.A.Wijesekera, B.A, LL.B, A.I.B 
Asst General Manager - IntL 

People's Bank, International Division 
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INSTITUTE OF PUBLIC FINANCE AND DEVELOPMENT ACCOUNTANCY
 
TRAINING PROGRAMME FOR GOVERNMENT ACCOUNTANTS
 

CONTRACT ADMINISTRATION
 

Contract Administration in Government Departments involves­

11 
-
-

Legal aspects
Procedural aspects 

-
-

Law of contract 
(i) FRR, Treasury Circulars, ICTAD Guidelines, and other Government directives. 
(ii) Donor requirements as in Foreign Aid Agreements, etc. 

Part I 

1. LAW OF CONTRACT 
All contracts are governed by the Law of Contract. Unlike other Laws, the Law of Contract gives legality to what
has been agreed by the parties by mutual agreement. The parties themselves create the Rights and obligations for the 
contract. 

2. CONTRACT is an ACT of TWO or MORE parties, 
Whereby an agreement is reached
 
Which is legally Binding the parties, and is enforceable in Law.
 

3. 	ELEMENTS for a legally binding contract are, 
An offer. 
Acceptance of the offer. 
Consideration or a just cause.
 
Parties have the capacity to the contract.
 
Agreed voluntarily and fully.
 
Not for illegal or immoral purpose.
 
The intention should result in Legal relationship.
 

4.OFFER By any one who can fulfil the obligation. 
Invitation is not an offer.
 
Must be clear and precise - not conditional.
 
Can be - in explicit terms; by word & explicit, or
 

implied; by conduct, behaviour, circumstances, -tc. 
Lapses - on death of offeror or offeree, 

non acceptance in time. 
Can be revoked by offeror at any time before acceptance. Once accepted cannot be revoked or rejected by offeree. 
(Offeror submits offer offeree accepts) 

5.ACCEPTANCE t- Before the offer lapses or revoked. 
When offer is properly accepted - an agreement is reached by the parties, the contract is complete, and one party 
cannot withdraw. 

Acceptance should strictly conform to the offer, ie unconditional. It should be an absolute and unconditional assent 
to all terms of the offer. 

A conditional acceptance is a purported acceptance, which amounts to a counter offer. 
By this the offer gets rejected/destroyed, 

the offeree becomes offeror, and 
the offeror becomes offeree. 

Negotiations-
Lead to offers and counter offers,
 
Until agicement is reached, and
 
one party makes an unconditional acceptance.
 

6. CONSIDERATION - A benefit expected in return. 

7. CAPACITY - Iersons over 21 years of age.
Who are not insolvent, insane or drunkards. 

Government t)epartments - restricted by Rules & Regulations in F.RR, circulars, etc.
 
State Corporations restricted by Statutes creating the Corporation.

Private Company/Firm Restricted by Articles of Association or Partnership Agreement.
 

8. 	A contract can be Explicit- on written document, or by means of orally expressed words. 
Implied - evidenced by conduct, behaviour, etc. 
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9. BREACH OF CONTRACT Seek arbitration. 
- Sue in court for damages or to declare that the contract no longer exists. 

Government Departments resort to 
- recovery of liquidated damages, 
- cancellation of the contract, get the work done by other means and recover excess cost 

from the contractor. 

Part II 

10.CHOOSING CONTRACTORS 

Aim of contract is to get work done, services performed or supply made,
 
- as planned and targeted,
 
- for a specific purpose,
 
- in the manner expected of,
 
- completed before required date and
 
- fully settled before lapse of funds.
 

Tender procedures are designed to enable choosing contractors who are capable of achieving this aim. 

Methods 	 open competitive tendering.
 
Selective tendering - shortlisting and competitive among prequalified tenderers.
 
competitive giving Preference to approved societies.
 

Local contractors 
Local products, etc. 

(F.R.R. 697 & 698 and Treasury Circular Nos FIN 240/1985,264/1989,307/1992, 317/1993 & 322/1993) 
selccting a single contractor and negotiating. 

Prequalification for large complex contracts, to ensure tendering by capable contractors only.
Applications, from eligible contractors are invited giving brief description of Job, quantities, 
allowable time, source of fund (FA) and method of payment (whether Turnkey, lump sum, 
measure & pay basis, etc.). Evidences produced re. legal standing, financial standing, technical 
qualifications, experience, the capacity for the type of contract envisaged, etc. are evaluated in 
selecting contractors for prequalilication (ICTAD) publication No. SCA/2). 

11. COMPETENT AUTHORITY 

(i) 	 Head of Department (or delegated staff officer)
 
upto Rs.50,000 in value in 'A' Class Departments.
 
upto Rs.25,000 in value in all other Departments.
 

Departmental Tender Board (DTB) upto Rs. 2 million in value.
 
Ministry Tender Board (MTB) between Rs. 2 million and Rs 5 million in value.
 
Cabinet appointed Tender Board (CATB) above Rs. 5 million in value.
 

Departmental Tender Boards at Range/District/Regional/Divisional levels are set up for contracts of smaller 
values as authc~ried hy Secretarv to the Ministry concerned. 

,;+,, ; Vi" . 1r l CI uticiien,, Ii o iii It e ulI a s e, t . ilh t- (tolriepIp 	 Iie Iucu I;h Ihi 
1., ; 1 i k i II I .;, : lie I ;(.; Ir, w (qut it b d , I~uCh;1 ils; atl ,,Ihcfl.+li I(11 ,t ,, ta, ,- 	 It be-dkihIiCh ase opcr11r;+lt 

thn1Mgh lh16t IC[ICL'++',IaiVe-s,
etc.
 

[ -	 F.R+. 09,S'.
 
. 

'c ,ti 'r ) ~uI~tzH-;appear ill 

[',:iJ'lJltlll'. lhuld Ile appinrved by tiht "Lnd,+., befilie cailirng for ft.,rder:.
appropriate Board 

lihime ;apiw v,,Vl; tihe report.Ole "l-;idcr do~ctumnuts, E-Ivaluation Committee should be asked to: 

(Irlry Circ flar No. FIN 30)2/1991)
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13. 	TENDER PERIOD - Period from date of the notice calling for tenders to the last date for receiving the tenders. 

The 	following can be considered
 
Small scale tenders - 04 calendar weeks
 
Medium scale tenders - 05 calender weeks
 
Large scale tenders - 12 calender weeks
 
International tenders - 12 calender weeks or period if any required by foreign aid project. 

14. 	LATE TENDERS - Should not be considered under any circumstances. Such tenders should be rejected and 
returned unopened to the tenderer. Tender box should be closed and sealed at the closing 
time. 

15. A tender should be submitted in DUPLICATE ( or in such number as required) 

16. OPENING OF TENDERS. 

To be opened by Chairman of the T.B. or by specified authority. 
Open at the time fixed and notified.
 
In the presence of tenderer or their representatives, if present.

Affix date - stamp on :iginal and on all copies of the tender and initial them.
 
Identify alternations, mark and number each alternations, write total number of the alternations on original and
 
on each copy of the tender, sign and date below.
 
Read name of tenderer and amount on each tender for everyone present to hear. Details of make up should not
 
be read as the tenderers are not entitled to this information.
 
Any tenderer, if he wishes, could examine the duplicate of any tender to verify the tender amount only, but no
 
technical data or other particulars should be divulged.

Write in Register of Tenders Received, all relevant details of the tenders.
 

- received and opened.
 
- Also write in the Register the names of all persons present at the opening.
 
- Below these the Officers opening and assisting should sign.
 
- Original of the tender be sent for further action such as scheduling, evaluation etc.
 
-	 Duplicate of the tender to be kept separately in a safe place. (F.R. 695 and ICTAD Publication No. SCA/2) 

17. 	 EVALUATION COMMITTEE (E.C) - Appointed to assist the Tender Board (T.B)
Technical Evaluation Committee (TEC) Treasury Circular 
Financial Evaluation Committee (FEC) No. FIN. 302/1991 
(i) 	 - An E.C.should constitute 

for large projects not less than three persons knowledgeable of the job. 
for small works, may be less than three persons with at least one member having the technical knowledge 
- May even be a single person. (ICTAD No. SCA/2).
E.C. is appointed by Chairman of the Tender Board.
 
E.C. will scrutinise and report to the Tender Board with its Recommendations on Tender Documents.
 
Tenders received.
 
If E.C. rezommends any tender to be rejected, full reasons should be given (F.R. 696)

The E.C. whete necessary can obtain clarifications from tenderers, and also negotiate as directed by the
 
Tender Board.
 

A Tenderer may have qualified his tender with conditions. This should be discussed and written agree­
ment reached before acceptance. There may be other matters too, which may require to be discussed,
negotiated and finalised in writing before acceptance, for example any additions or deductions which 
were no, foreseen at time of preparation of tender documents.(iCTAD No. SCA/2) 

(ii) 	 In a "two Envelop System " of receiving tenders, the technicr, proposals and the financial proposals are 
submitted in two separate envelopes. In such special cases. 

the T.E.C evaluate the technical proposai. first and reports to the T.B. for selecting the best acceptable

technical proposal. Thereafter,
 
The F.E.C. will open and evaluate the financial proposal of the best acceptable technical proposal, and
 
report on it to the T.B.
 

This system is adopted for an assignment of a Complex nature, where the end product is very significant , a small 
reduction in quality could have unacceptable impact on the project, and where price alone should not be a deciding
factor. For this the selection procedures recommended are, 

(a) 	 Those which rely solely on an evaluation of the technical competence of the Contracior, the personnel for 
the assignment, and suitability of the proposals and, 

(b) 	 Those that involve both a technical evaluation and consideration of the offered price. 

Where quality is tie paramount requirement, price cannot dominate the selection process to the detriment of the
 
effective execution.
 
(World Bank Guidelines on Consultancy Contract)
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18. DETERMINING SELECTION PROCEDURE/ CRITERIA 

A.T.B. should determine !he selection procedure and evaluation criteria for each contract before inviting tenders. In 
appropriate cases, indicate these on tender documents. 

The E.C. will be of assisance to the T.B. in determining these.
 
(Treasury circular No. FIN 302/1991)
 

19 TENDER 	AND SECURITY DEPOSITS 

Tender Deposits Security Deposits

For issue of tender forms For entering into Contract
 
Paid before obtaining tender forms Paid before signing the agreement.
 
Intended to prevent Intended to prevent

Unscrupulous persons, - Slackness and delays by contractor
 

Obtain tender forms, and - non performance 
not submit offer or - not carrying out the contract obligations. 
not enter irto contract 

RefLnded - after decision on the tender Refunded - after tender completion and after 
(and signing of Contract by successful maintenance warranty period and taking 
tenderer) over, and nothing is due from the contractor. 

Alternative - Bid Bond. 

20. SIGNING OF CONTRACT 

The officer signing on behalf of Government Department-
Over Rs. 500,000 by Head of Department
Rs, 500,000 and less by Head of Department or by a staff officer nominated by Head of Department. 
(FR. 702 amended by Treasury circular letter 
No.contracts/81 of 02.05.1983). 
(Some Departments such as Railway, Highways, Irrigation etc. have special limits).

The person signing on behalf of Firm or Company, Society, etc. should
 
Produce a letter of authority to sign the contract documents, and,
 
Affix the seal of the firm or Company or Society, etc, in the place he signs.
 

Important - In a contract agreement , the schedule of prices, etc should be furnished as per Tender Board's 
decision, strictly to every word and figure. 

21. STAMP DUTY ON CONTRACT DOCUMENTS 

Stamp Duty Act No. 43 of 1982, published in Government Gazette (Part I Section I ) of 20.12.1982., 

Amended by Government Notification in Government Gazette (Part I Section I) of 20.01.1984 and of 15.11.1984. 

Stamps to the correct value should be affixed and cancelled on contict documents, bonds, Guarantees, etc. 

Failure to do so, and when detected, 
the amount or under value, plus 25 % penalty, is p.yable to Commissioner General of Inland Revenue, and 
The document sent to the Commissioner General for his endorsement. 

22. TURNOVER TAX ON CONTRACT PAYMENTS 

Turnover Tax Act No. 69 of 1981.
 
Rates of Tax revised with effect from 15.05.1992 (Ceylon Daily News of 22.05.1992 Davasa of 21.05.1992)
 

Where the total consideration payable on a contract exceeds Rs. 100,000, Turnover Tax is recoverable at prescribed
 
rates. Also where an Assessor is ot opinion to do so the consideration payable on two or more contracts entered into
 
by a person shall be aggregated for the purpose of the Rs. 100,000 limit. ( Section 50(7) of the Act).
 

23. RETENTION MONEY 

Retained on every contract payment in terms of the agreement,
 
Usually at 10 % to 15
 
as a further security.
 
to ensur satisfactory completion
 

Refunded 	 after the contract is satisfactorily completed, and taken over and
 
after recovering alldues from the contractor.
 

The refund i: considered the final payment on the contract.
 
Any more duc :, C'wernment by way of damages, forfeiture, expenses, deductions and other liabilities will be
 
recovered from retention money ( and from security deposit also.)
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24. 	ASSISTANCE TO CONTRACTORS 

" Technical Ad,:e and guidance.
 
" Cash advances such as
 

Mobilisation advances - Treasury Circular Nos. FIN. 222/1984 and FIN 30911992.
 
on Account payments

Advance to purchase materials.
 

" Materials required for the contract.
 
" Machinery & equipment, if available.
 
" Working and living facilities and storage space at site.
 

Cost including Departmental Charges an-d customs Duty if any, hire charges, etc, will be recovered in appropriate
instances. 

25. 	 Provisions in contracts as warning to prevent contractor slackness, inefficiency, delay, etc. and to ensure proper
execution and expeditious completion-

Liquidated damages recovery. 
- Cancellation of contract. 

Recovery of excess cost. 
Forfeiture of Retention and Security monies.
 
Blacklisting the contractor.
 

26. LIQUIDATED DAMAGES (L.DD.) 

" 	 L.DD is a payment by contractor. 
for damages resulting from
 
non - performance by the date of completion.
 
(normally it is recovered from payment under the contract)


" 	 L.DD is no! a penalty 
" L.DD payment (or recovery)
 

will not result in cancellation of the contract.
 
will not relieve from obligation to complete the contract.
 
will not relieve from liabilities under the contract.
 

" 	 L.DD can be waived by Secretary to the Ministry concerned. 
" Date of completion can be extended,
 

under reasonable circumstances, and
 
only if the contractor applies for it in time.
 

" 	 L..DD recovered 
- should not be refunded, and/or 
- covering Lxtension of date of completion should not be given, without prior approval of Secretary to the 

Ministry. 

27. 	DELAYS 

Avoid delays. ( Treasury Circular FIN302/1991)
 
Plan well and execute to ensure


* (',r1Int~l'hlht'fnre' re~Uired !,ire 

I : t'ri ', r il 

* 	 Lapse of lunds 

* 	 lapse of validily of offer 
i" l 	vI Id P t if-rrliniiccI 1;,, 	0 \' ' iI lP liond, lDemland guarantee, etc. 

tl ,k" I ) l,l'..;)td ko l)1i 
- '.I, ll~ll 1 it')I+.., l, 

whicht co l ;I 1t pi)gr. +, tL1- , andl lher tactors
 
which eIilcdii time of thi offer.
 

S uitnertaiitY' and liability i keep to htrgets of tite, cost, etc.
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28. 	TERMINATION OF CONTRACT 

Automatic, when completed, final payment made and security refunded. 
Mutual termination as agreed to by the parties to the contract.
 
Cancellation of contract by employer in terms of the contract.
 
By Court Order.
 

29. DEFAULTING CONTRACTOR 

is a contractor who was awarded a contract, but 
who had declined or failed to sign agreement, or 
who had failed to carry out his contract satisfactory, or who was guilty of improner conduct. and 
who has not satisfactorily explained as to why he should not be blacklisted. 
(F.R. 705, as amended by Treasury circular No. 835/1977) 

30. 	APPEALS 

A contractor can appeal to Secretary to the Ministry concerned­
against any order made under the contract.
 
to waive recovery of 1'.tuidated damages.
 
to waive any condition in the contract.
 
for arbitration.
 
for extra contractual Payments.
 
(F.R. 704) 

31. 	 EXTRA CONTRACTUAL WORK/PAYMENTS 
An 	extra contractual work can be 

an item of work not provided for in a contract, but has to be done to perform the contract. 
an excess on the quantity of work done over the quantity provided for. 

Variations can occur due to
 
variations in agreed rates
 
variations in agreed quantity.
 

Variation in agreed rates can be claimed due to
 
" additions a character 9 form
 
" substitution w kind a level or line, etc.
 
" alternations w position
 
" changes in quality - dimension
 

For example a contractor can claim an enhanced rate due to change in character of foundation from earth to gravel. 
A payment for this is extra contractual payment. 

Variation in quantity is obligatory of execution by contractor, and is extra contractual. 

In case of doubt as to what is extra contractual, refer to Secretary to Ministry for a decision. 

Extra contractual payment should not be made without prior approval of the Secretary. 

Extra contractual payment should be noted separately in the Register of Contract Payments and on the payment 
voucher, quoting reference to Secretary's approval. 

32. 	AUTI'.jRISED DEVIATIONS 
i. 	 Minor works to approved Societies located in the area (F.R. 783) 
ii. 	 Urgent works up to Rs. 50,000 to selected contractors at agreed departmental rates (F.R. 797(4). 
iii. 	 Reject lowest tender which is not from an approved Society, and accept higher tender of an approved Society if 

its amount is within 10% up to Rs. 150,000)or 5% above Rs. 150,000, and the Society is capable and financially 
sound to do it (F.R. 783 and Treasury Circular Nos. FIN 252/87, FIN 253/87 and FIN 255/87). 

iv. 	 Negotiated contracts to approved Society up to Rs. 750,000/- or amounts as per Treasury Circular No. FIN 322/ 
1993. (Treasury Circular No. FIN 252/1987, 307/1992 & 322/1993) 

v. 	 Repairs to vehicles, etc., where workshop facilities are not available and tender procedure cannot be followed, 
by any firm as authorised by a Civil List Officer in terms of FR 785 & Treasury Circular No. FIN 260/1988. 

iv. 	 Direct purcha' e of articles of small value (F.R. 796) 
vii. 	 Urgent works and purchases - to be authorised by
 

Itead of "A" Class Department up to Rs. 50,000
 
Ileads i" -M1other Departments up to Rs. 25,000
 
I).T.t. up to Rs. 500,000 with Ilead of Department's personal approval
 
M.T.B. above Rs. 500,000 with Secretary's personal approval 
(F.R. 799 & Treasury Circular No. 840/1978). 
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viii. Preference up to 20 % for locally manufactured articles over the lowest rate for imported article (F.R. 697 (3) 
& Treasury Circular Nos. FIN 240/1985, 264/1989 & 317/1993). 

ix. 	 Preference up to 20% for local tenderers over Foreign tenderers provided the local tenderer is competent 
(Treasury Circular Nos. FIN 240/1985, No. FIN 264/1989 & 317/1993). 

33. ARBITRATION 

All contractual disputes between Government Departments/ Institutions and their contractors/ consultants will be 
resolved by the CENTRAL AUTHORITY. It functions as an Administrative Arbitrator. 

When contractual disputes cannot be settled by the parties themselves or by Secretary's decision, appeal can be made 
to the Central Authority on contractual disputes. 

The 	Central Authority members are 
1. 	 The D.S.T. or his representative (Convenor) 
2. 	 The Attorney General c' his representative. 
3. 	 The nominee of the Secretary to the Ministry. 
4. 	 A professional who has the expertise on the matters in dispute.
 

(Treasury Circular No. FIN 308/1992)
 

34. GRADING AND REGISTRATION OF CONSTRUCTION CONTRACTORS. 

The Institute of Construction Training and Development (ICTAD) has laid down systems for grading and registering
 
construction contractors. Private contractors who are registered in terms of these only are entitled to undertake
 
construction contract work in Goverrment Departments.
 
(Treasury Circular No. FIN 2861990 .mnd ICTAD publications).
 

35. TENDERABLE LIMIT 

A contractor is graded and registered on the basis of value up to which he can undertake contract work. The amount 
of registration is the tenderable limit. 

If a contractor has ongoing works, the limit for further works will be the registered amount less the value of 
uncompleted works in hand. 

The tenderable limit of a contractor must be decided at the time of issuing a tender 1'0.-m to him. 

36. 	 Once a tender is accepted and the contract is awarded, the relevant details should be PUBLISHED in Newspapers.
(FR. 700 and Tr,,asury Circular No. FIN 285/1990). 

37. 	 Foreign Principals tendering for provision of supplies, works and services shok'td have a LOCAL AGENT. If not the 
tender should be rejected. (Treasury Circular No. FIN.285/1990) 

38. 	 Reimbursement to contractors for PRICE INCREASES of materials Treasury Circular No. FIN 287/1990. 

39. 	ROLE OF ACCOUNTANTS IN CONTRACTS ADMINISTRATION 
" Member of Tender Board. 
" Member of Evaluation Committee. 
" Certify contract payments. 
" Receiving and opening tenders on behalf of the Chairman of Tender Doard. 
" Internal Control and Auditing. 
" Advising Directorate.
 
" Purchases and sales
 
" Authorising within delegated limits.
 
" Receive quotations.
 
" Schedule and recommend rates.Approve rates within delegated limits.
 
" Execute job.
 

40. GENERAL 
Contract is an INSTRUMENT to get work done, service performed and supply received. 
SUCCESS depends on 

- the employer's instructions and supervision, and on
 
- the Cooperation of the employer, his agent and the contractor.
 

A. 	 WILLINGNESS to cooperate , and 
B. 	 sympathetic UNDERSTANDING of the problem of the other participants will always be Vital for achieving 

the best efficient result. 

Prepared by S.KAVURIEL 
(Retired Govt. Accountant) 
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CONTRACTS ADMINISTRATION - CASE STUDIES
 

1. 	 It was decided to purchase an equipment, or ,7onstruct a building on contract. 

What preliminaries should be done ? 

2. 	 An urgent work has to be done on contract and completed very early. Sufficient time is not available fcr' normal 

tender procedure. You have been approached to advice or comment. Discuss the procedures involved. 

3. 	 If for any rcason the loweh. acceptable tender cannot be accepted. What will a Tender Board do 7 How will the final 

decision be taken? 
4. 	 What powers do a Tender Board have in deciding on tenders received? 

5. 	 Three quotations were obtained to repair a machine in a Department by the Engineer in Charge of the machine. The 

lowest was from the firm which originally installed the machine the second lowest from a State corporation and the 

third from a well known firm. The Engineer in charge recommended the lowest bid for Rs.65,000/- for acceptance, 

and sought approval of the Departmental Tender Board. What will you as a member of this tender board decide and 

advice? 
6. 	 In a tender for purchase oe trailer tractor, the specifications indicated that supply of three copies of spares manual 

include this, and the evaluation Committee rejected thisshould be included in the tender. The lowest tender did not 

in their report because ol this omission (only) ,nd recommended the acceptances of a higher tender which is more 

as a member of the tender board decide? Give your reasons?by Rs. 25,000/- per unit. What will you 

7. 	 One of the conditions for a tender for the supply of some specialised items stipulated the submission of samples along 

with the tender. The tender of Mr. A was received before closing time. The tender of Mr.A was higher and his 
his sample was tire best acceptable one. Mr. Bsample was not acceptable. But the tender of Mr. B was lower and 

explained that the delay in submitting the tender was due to the delay in receiving the samples from abroad and was 

beyor.d his control. The evaluation committee recommended the acceptance of the tender of Mr. B. What will you as 

a member of the Tender Board decide? Give your reasons. 

8. 	 Who are Approved Societies for purpose of Contracts work in Govt? 

9. 	 What preferences and exemptions are provided to Approved Societies? 

10. 	 Various Bonds/ Guarantees are mentioned in contracts. 
i. 	 What are these, and for what purposes are these. obtained? 

ii. 	 When do each of these lapse/returned? 
iii What precautions to be taken to safeguard the interests of the employer Department? 

11. 	 What important requirements contain generally in a contract agreement? 

12. 	 Approved Societies are entitled to various preference and exemptions. A suggestion has been made to similarly 

exempt them from affixing Revenue stamps on f' their contract agreements. What is your advice and why? 

13. 	 A contract once entered into­
should not b(, assigned or sublet to another person, 
should not vary any condition therein. 

except as provided for in the contract.
 
Iowever due to some unavoidable or acceptable reason, one of th. above has to be done. llow can you get this done?
 

before the date of completion, liquidated damage is payable by him for 

the delay was not due to his fault or lapse , what remedy is available to him? 
14. 	 If a contractor fails to complete his contract 

the delayed period. But if 
15. 	 What is extra contractual work? What should be done to get cxtta contractual work done and to pay for it without 

delay? 
16. 	 When you certify a payment under a contract, which provides for recovery of liquidated damages, what should be 

looked 	into by you in regard to applying this provisions? 
will have to be dealt with by its Departmental Tender17. 	 Contracts above Rs.50,000/25,000 in value in a Departmenit 


Board. If there is no D T B in that Department who wil! deal with these?
 

18. 	 In a tender submitted for a consultancy contract of a Department, the make up of the total price was given as 

(1) 	 Basic salary Rs. 1,500,000 
(2) 	 Social charges 15 % of (I) Rs. 225,000
 

Rs. 900000
(3) 	Overheads 60 % of (1) 
(4) 	 Sub total Rs. 2,625,000 
(5) 	 Fee 10% of (4) Rs. 262,500 
(6) 	 Total aniount of the tender Rs. 2,887,500 

The overhead of 6(1 % included BTT element of 10 %. The Ministry Tender Board which dealt with this tender decided - (i) 

for TT from overheads and reduce it to 50% (ii) to reimburse the contractor with the actual amount forto deduct the 10% 
for Rs. 2,598,750 (Rs.2,887,500 less (10%)TT recovered from his payments on this contract, and (iii) to award the contract 


Rs. 288,75(0). The Department observed the arithmetical error in arriving at the deduction of the 10%, deducted only the
 

correct amount of Rs. 165,000 (150,000+15,000), and entered into contract for Rs. 2,722,500.
 

referred to you. What are your observations?
There was an Audit query and was 
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INTENSIVE TRAINING PROGRAMME FOR
 
GOVERNMENT ACCOUNTANTS
 

(BY I.P.F.D.A)

CONTRACTS MANAGEMENT
 

PARTI 

CONTRACT - The ACT of TWO or MORE parties
* 	 where an agreement is reached 
* 	 which agreement is legally binding between the parties and which agreement is enforceable in law. 

LEGALLY BINDING CONTRACT the following ELEMENTS should be present 
+ 	 An Offer 
+ 	 Acceptance of the offer 
+ 	 Consideration or a just cause 
+ 	 The parties have the capacity to contract 
+ 	 The parties have agreed Voluntarily and fully 
+ No illegal or immoral purpose is involved
 
" 
 The 	intention should result in legal relationship 

OFFER - By ANYONE who can fulfil the obligation. 
Invitation is not an offer 
Tender or quotation is an offer. 
Offer must be accepted
 
Offeror submits offer. Offeree accepts.
 
Offer can be­
* 	 In explicit terms - by words and explicit, or* 	 IMPLIED - by conduct, behaviour, circumstances, etc, 

LAPSE - Offer lapses 
on death of offeror or offeree 
by non acceptance in time 

REVOCATION- Offer can be revoked at anytime before acceptance, and should reach the offeree. 

REJECTION - Offer can be rejected by offeree 
by communicating to offeror, or 
by making a counter offer, or 
by a conditional acceptance 

+ ACCEPTANCE - Before the offer lapsed or revoked 
once accepted the offer becomes IRREVOCABLE

* 	 When offer and acceptance correspond in every respect.
 
an agreement is reached by the parties.

the contract is complete, binding and can be enforced in law.
 
one party cannot withdraw.
 

* 	 Acceptance should strictly cenform to the terms of the offer i.e. UNCONDITIONAL. It must be an absolute 
and unqualified assent to all terms of the offer. 

A Conditional acceptance is not an acceptance. 

If it is conditional it is a purported acceptance, which amounts to a COUNTER OFFER. 

" 	 The effects of counter offer are ­
- offer gets rejected/destroyed
 
- offeree becomes offeror
 
- offeror become offeree
 

" 	 When we NEGOTIATE with offerors/tenderers,
 
- the negotiations lead to offers and counter offers
 
- until agreement is reached, and
 
- one or the other party makes an unconditional acceptance 

* 	 Acceptance must reach the offeror. lIe must know thai his offer is accepted. 

+CONSIDERATION - a benefit expected in return 
* 	 In a contract, there is mutual obligation ard liability 

No one incurs liability without a benefit in return
 
Eg., a sum of money 
 for which a contractor undertakes to perform an agreed work, servic! or supply

* [last consideration is different from executed consideration. 
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+CAPACITY to contract - All persons over 21 years of age 
- All who are not insolvent, insane or drunkards 

For the following instittions, the capacity is restricted by ­
* 	 Govt.Departments - Rules & Regulations, contained in F.RR., Treasury Circulars, etc 
* 	 State Corporations - Statute creating the Corp.,
 

Local Body, etc.,
 
* 	 Private Companies - Memorandum of Association 

FORM of Contract - A contract may be entered into, 
* 	 On WRITTEN document, or 
* 	 by means of ORALLY expressed words, or 
* 	 as evidenced by the course of conduct of the parties concerned. 

BREACH OF CONTRACT - One party to the contract failing or refusing to carry out the obligation. The 
injured party can 

* 	 take action as provided for in the contract, viz., 
recover Liquidated damages 
Cancel the contract and get the work, etc., executed by other means and recover excess cost, if any 
go in for Arbitration 

go to Courts and SUE 
- for damages
 
- to declare that the contract no longer exists.
 

FREEDOM OF CONTRACT - Contracts entered into freely and voluntarily will be held sacred. 
But there are exceptions, as follows:­

* 	 Standard Contracts - We accept terms of C.T.B., Railway, Airlines, etc 
* 	 Insurance Contracts - We accept terms in Insurance Policy 
* Group Organisation & Collective 	Bargaining - Individual's freedom to bargain is curtailed. 
* 	 Social Welfare Regulations - Interfere with individual's freedom 

CONTRACTS MANAGEMENT
 
P A RT II
 

The Government Departments, which are not adequately organised and provided with necessary staff equipment and 
facilities for the performance of their works and services, or for producing their stores and supplies, will have to get these 
done on Contracts with outside parties. 

For this purpose the Tender and Contracts procedures will have to be strictly followed. 
(F.RR. PART I CHAPTER XI) 

AIM 	OF ENTERING INTO CONTRACT 
* 	 to get a work done, service performed or supply made 
* 	 as planned and targeted for 
* 	 for a specific purpose
 

It should be done, - in the manner expected of, and.
 
- completed and
 
- fully settled 
- before end of the Financial year 

Meftol 6f CFIOOSINGCONTACTORS­
* 	 Open competitive tendering - inviting by advertising 
* 	 Selective tendering - competitive tendering by selected contractors (shortlisting procedure) 
* 	 Competitive tendering giving preference to approved Societies, local tendering local products etc., (F.RR 

697 & 698 and Treasur) Circular Nos. Fin 264/1989, 240/1985). 
* 	 Selecting a single contractor and negotiating with him. 

As a general rule all contracts should be offered on, OPEN PUBLIC COMPETITIVE TENDERING 

Exceptions are -
Departmental arrangements 	by direct labour, etc 
Getting done by Approved Societies (FR.698) 
Adopting deviation procedures in urgent and exceptional circumstances 
Negotiating with selected tenderers 
Repairs as authorised by Civil List Officers when open competitive procedure cannot be adopted. (F.R 785 
and Try. Circular No.FIN 260/1988) 

-	 Emergency purchases 
-	 Purchasing articles of small values 
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Basic STAGE of competitive tendering
* PREPARATION of tender documents 
* APPROVAL of tender documents by competent authority
* INVITING tenders, giving wide 	publicity 
* ISSUING tender documents to those entitled to obtain 
* RECEIVING and opening tenders 
* SCHEDULING and evaluation 
* CONSIDERATION and award by Competent Authority 

COMPETENT AUTHORITY
 
Head of Dept or appropriate staff officer - upto Rs. 50,000 in value (F.R.686 & Treasury Circular No.840).

Departmental Trender Board upto Rs. 2 Million in value
 
Ministry Tender Board between Rs. 2 Million and Rs. 5 Million in value.
 
Cabinet appointed Tender Board - above 5 Million in valoe
 

(Refer Treasury Circular, FIN 263/ of 1989)

For Minor Tenders, Department Tender Boards at Range/District/Regional/Divisional levels are set up with
 
specific limits ar. authorised by Secretary to the respective Ministry.
 

TENDER DOCUMENTS 	 (Refer FR 688 also)
 
'render documents comprises of -


Notice calling for Tenders - Condition of Tender
 
Specification - Form of 'Fender
 
Bill of quantities - Drawings (for large works)
 
Certificate that financial authority is available
 

TENDER PERIOD- Time allowed for submission of tenders from the time of notice. Sufficient time should be 
allowed. Normally the following periods are allowed -
Small Scale Tenders 4 calendar weeks 
Medium Scale Tenders 5 calendar weeks 
Large Scale Tenders 12 calendar weeks 
For International bidding 12 calendar weeks or period if any required by a Foreign 

Aid Projects. 

LATE TENDERS- Tenders which are received after closing time of receiving the tenders 
* 	 Late tender should not be considered under any circumstances. 
* 	 Also a tenderer should not be allowed to revise his offer after the closing time. 

TENDER FORMS - should not be issued to persons
* 	 whose name appear in the list of DEFAULTING CONTRACTORS 
* 	 who had not proved to SATISFY CONDITIONS, if any specified 
* 	 who has not paid TENDER DEPOSIT, OR 
* 	 who has asked for it AFTER TIlE CLOSING TIME for issue.
 

Inspection of 'Fender Documents allowed free of charge
 

A Tender Form is issued in duplicatc, after -ntering ­
official receipt No. & date of tender deposit
 
full name and address of tenderer and date
 

Tender forn. should be signed by issuing officer before issue. (Refer F.R. 694 also) 

TENDER DEPOSIT 
* 	 made bt-fore obtaining tender documents 
* 	 to ensure only those genuinely interested in 

+ obtaining tender documents, and
 
+ offering bids
 

* 	 to prevent unscrupulous persons obtain tender documents and 
+ do not submit the tender in time, or 
+ after submitting do not honour it. 

A 	 11D BOND is accepted in place of tender deposit, for large contracts. 
REFUND of tender deposit is made to all unsuccessful tenderers, except the first 3 or 4 tenderers, whose deposits will be 
refunded after the contract is signeu. The deposit of those not tendered for but returned the forms before closing time, will 
also he refunded. 

T'he deposits of those, 
who did not submit the tender in time, or 
who did not return the tender forms before closing time, or 
who after submitting tender did not honour it, 

will be FORFEIT'ED 
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OPENING TENDERS 
* 	 Open at the time fixed for it. 
* 	 In the presence of the tenderers or their representatives 
* 	 Affix date-stamp, initial/sign on original & duplicate 
* 	 Note all alterations on each copy, write total number of the alterations, sign & date below 
* Read name of tenderer, amount, etc appearing on each tender for everyone present to hear
 
* 
 Write names of all those present in a register and obtain their signatures 
* 	 Write in the register the relevant details such as name of tenderer, amount etc. The officers opening and 

assisting should sign below all entries in the register. 

EVALUATION COMMITTEES 
* Appointed by Chairman of Tender Board, 
* to scrutinize and report to 'render Board giving its recommendations; 
* if any tender is to be rejected, full reasons should be given. (FR.696) 

E.Cs should expedite evaluation & reporting - within two or three days of closure of tenders. 

Before inviting tenders, E.C. to scrutinize tender documents and return with its recommendations to T.B., for 
consideration at time of approval of the tender documents. 

E.Cs assist "[.13. in determining selection procedure and evaluation criteria for every tender 
(Treasury Circular No. 302/1991) 

For employment of Experts - Consultancy Contracts -

Two E.Cs normally appointed, viz
 

+ 	 Technical Evaluation Committee - to evaluate Technical proposals. 
+ 	 Financial Evaluation Committee - to evaluate Financial proposals
 

(Mentioned in Treasury Circular No. 302/1991)
 
Envelope' system - the Technical Proposals are first opened and evaluated.Under 'Two 


The Financial Proposals of the accepted Technical Proposals (only) will then be opened and evaluated.
 
After award and signing of Agreement, all unopened Financial Proposals returned to the respective tenderers.
 

(These are done as per Donor conditions under Foreign Aid) 

Once a Tender is accepted and Awarded, the details should be PUBLISHED, giving 
+ description of the work 
+ No. of Tenders received 
+ name of successful 'render, and 
+ amount at which it was awarded 

(F.R. 	 700) and Treasury Circular No. FIN.285/1990) 

SECURITY DEPOSIT 
* 	 made IEFORE SIGNING Contract Agreement 

and duties under the contract.* 	 to ensure satisfactory PERFORMANCE and DISCHARGE of the OBLIGATIONS 

Performance Bond(or Bank Guarantee) is provided as Security in place of cash deposits, for large contract. 

(F.R. 	 692 also on Special concessions relating to Tender Deposits and Security) 

STAMP DUTY ON CONTRACT DOCUMENTS -
In terms of Stamp O)uty Act No. 43 of 1982, published in, 

the Govt. Gazette (Part I Section I) of 20.12.1982, 
-amended by Govt. Notifications in the Govt. Gazettes (Part I Sect.!) of 20.01.1984 and of 15.11.1984 

to the correct value should be affixed and cancelled on contracts, Bonds, Guarantees, etc.Stamps 

Failure to do so is an offence, and when detected, 
the amount or the under value involved,
 
plus 25% penalty, is payable to the Commissioner General of Inland Revenue, and,
 
the document sent to the Commissioner General for his endorsement.
 

The 	prevailing Stamp l)uty amounts are -
A contract for construction work or for services in connection with construction work, not being a contract for 

- For every Rs. 1,000 of part there of ... Rs.I/­the construction of residential houses 
... Rs.10/-A contract for construction of Residential house 
.. Rs.10/-Any Instrument not expressly given in the Schedule to the Stamp Duty Act 


Stamp l)uty on a receipt or a discharge given for any money or other property
 
... Rs.2/­amounting to Rs.100/- upward 


(Treasury Circular letter No. FIN/267 of 28.04.89)
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TURNOVER TAX ON CONTRACTS 
Where the total value of a contract exceeds Rs. 100,000 -Turnover Tax at the PRESCRIBED RATES should be deducted on payment under that contract;

Deducted at the time of payment; and 
remitted to the Commissioner General of Inland Revenue; 
within seven (7) days of such deductions;
giving i. Name, address, and if available the T.T.file No. of the contractor,

ii. The gross amount of the payment,
iii. The rate and amount of the Tax deducted, 
iv. The net amount actually paid.


A certified copy of this statement to be given to Contractor;

For this purpose, use Form No.TTDS-1 issued by Department of Inland Revenue.


++ Any officer who fails to deduct and remit the Tax will be held liable.
* The present PRESCRIBED Rate are -
Construction work 5%
Laying Terrazzo flooring-in-situ 10%
 
Rendering Services (other than Employment) ...5%
 
Rendering Services abroad for which payment is made in Sri Lanka 
 ...5% 

RETENTION 
+ A sum of money, normally about 10% to 15%, withheld on every part payment on a contract. 
+ As a FURTIER SECURITY 
+ To ensure satisfactory completion of the contract.
Any monsy due by way of damages, forfeiture, expenses, deductions and liabilities, will be RECOVERED from the
retention monies, as well as from the security. 

RETENTION MONEY - REFUND 
Retention money is refunded after - - the entire work or supply is satisfactorily completed, and 

- the completed work or supply is taken over 
- nothing is due from the contractor 
- certificate issued by the Engineer, Mechanical Engineer, or whoever it may be, that the work is satisfactorily

completed or the supply conforms to specification, etc, and that nothing is due from the contractor. 
- Since the refund will be the final payment on the contracts the contractor too should give a certificate,roreferably on the final payment voucher, that there is nothing else due to him under the contract. 

ASSISTANCA3 PROVIDED BY A DEPARTMENT TO ITS CONTRACTOR 
Free technical advice and guidance
Materials, for the work, especially which are scarce to get

Machinery and equipment required to perform the contract
 
Cash advances to meet the cost of the contract, such as


* Mobilisation Advance 
* On Account payments 
* Advance for materials
 

Working and living facilities, and storage space at site
 
Any other facility available and can be provided, and: asked- for by the contractor
 

Recover includes. cost, departmcn-at charges, Customs Duty if any, hire charges, etc., as-per.departmentalrates, etc.,
The recovery is usually made fDrom contract payments, unla.i, is recQvered as tltale or issue, etc. 

MOBILIZATION ADVANCE 
I.Ts i iunm-ff money PAID TO'A CDNTlA-ORrij Y.tAro-h-,r rgnl fiitrr ,
including purchase of machines. equiptnent,.mater'els.ete...'
 
It is payable only,


* If it is considered NECESSARY
 
* 
 Having regard to the TYPE OF WORK involved and 
* If the fact of the payment is STATED IN THE INVITATION FOR BIDS mentioning ­

the AMOUNT of advance payable (which should norexceed 20%.of T.E.C. of the work)

at W'ItAT STAGE it will be paid

the manner of it± RECOVERY (to be men.tioved Fi6 b agreement also)
that a Demand Bank' Guarantee is. furnished to cover the advance before its payment. However, a Demand

Bank Guarantee is not required for mobilisation adVance to Farmer Organisations.


(Treasury Circular No.222/1984 & No.309/1992)
 

DETERRENTS-
Provided for in a Contract to ensure proper execution and completion before specified date ­* Recovery of LIQUIDATED damages for delay 

* CANCELLATION of the Contract
* RECOVERY of excess cost in getting the work done by other means after cancelling the contract 

FORFEITURE of security 
FORFEITURE of retention money
BLACKLISTING the contractor as a dofaulting contractor 
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LIQUIDATED DAMAGES (L.DD) 
- L.DD is a PAYMENT by contractor
 
- for damages that couild result
 
- foi non-performance BEFORE DATE OF COMPLETION
 

+ 	 L.DD is not a penalty 
+ 	 Rectuery of L.DD 

* will aot result in cancellation of the contract 
* will no, relieve from the obligation to complete the contract 
* will not relieve from the liabilities under the contract 

+ L.DD can be wa'ived by the Secretary to the Ministry concerned
 
- Date of completion can be extended
 

* under reasonable circumstances, and 
* if the contractor applies for it in time 

+ Once L.DD is recovered 
- it should not be refunded, and/or 
- covering extension of the date of completion should not be given without prior approval of the Secretary to the 

Ministry. 

DELAYS in Tender Procedure - to be avoided (Treasury Circular No.FIN.302/1991 regarding expediting Tender 
Procedure)
 

EXPEDITE * EVALUATION of tenders
* 	 decision & award by tender board 
* 	 INFORMING acceptance to tenderer 
* 	 SIGNING contract 
* 	 EXECUTING the contract 

The delays result in ­
+ lapse of validity period, causing lapse of the offer 
+ 	 changes in - market condition
 

ground condition
 
economic conditions
 
political conditions, etc.,
 

Which could affect progress, contract cost, and other factors which existed at time of offer. 
+ uncertainty and inability to keep to target time, cost, etc., 

TERMINATION OF CONTRACT 
A contract automatically remains terminated when the contracted job is satisfactorily completed and handed over, 
final payment made and the security refunded. 

Mutual termination is by both parties to the contract agreeing to mutually terminate. 
cancellation of contract for any reason as mentioned in the contract agreement, e.g., contractor failing to 
discharge his obligations to the satisfaction of the employer, misconduct, etc. Cancellation leads to 

surcharge of excess cost
 
forfeiture of dues
 
blacklisting the contractor
 

DEFAULTING CONTRACTOR - is a contractor who was awarded a contract, but ­
* who had declined or failed to enter into contractor, or 
* who had failed to carry out his contract satisfactorily, or 
* who is guilty of improper conduct, and 
* who has not satisfactorily explained as to why his name should not be pliced in the list of defaulted contractors. 

THE 	EFFECT OF BLACKLISTING 
* lie will not be given any contract under Government 
* lie will not be issued with any Tender Form 
* Blacklisting does not imply any moral delinquency attached to him (F.R. 705 as amended-by -Treasury Circular 

No. 	835 )
 
Procedure for defaulting - See Treasury Circular No. 835
 

APPEALS 
A contractor can appeal to the Secretary (F.R. 704) 
Against any order made under the contract
 
To waive recovery of liquidated damages
 
To waive any condition in the contract- For arbitration
 
For extra contractual payments
 

EXTRA-CONTRACTUAL WORK/PAYMENTS -
An ext ra-ctontractual work can be ­

an item of' unloreseen work not provided for, but has to be done to perform the contract.
 
an exccss on the quantity of work done
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Variations can occur due to ­
variation in agreed rates
 
variation in the agreed quantity
 

Variations in agreed rates can be claimed by the contractor due to ­
* 	 additions * character 
* 	 substitution * kind 
* 	 alterations position 
* 	 changes in quality * dimension 
* form * level or line, etc.
 

For example a contracto, ,:y claim an enhanced rate due to change in character of foundation from earth to gravel.
 

A payment for this f!i extra-cu'ractual payment. 

Variation in quanity is obligatory of execution by the contractor, and is extra-contractual. 

In case of doubt is to what is extra-contractual work should not be made without the prior approval of the Secretary 
to the Ministry. 

In view of this, ti e quantities, etc, involved should be correctly prepared as far as possible and provided for in the 
contract, in order to avoid appeals to the Secretary and the consequent delay in paying the contractor for the work 
done at the requrst of the employee ov of his agent. 

UTHORISED DEVIATIONS 
i. 	 Minor works to approved Societies located in area (F.R. 783) 
ii. 	 Urgent vorks upto Rs.50,000 to selected contractors at agreed departmental rates (F.R. 797 (4)) 
iii. 	 Reject liwest tender which is not from an approved Society, and accept higher tender of an approved Society if 

its amount is within 10% upto Rs. 150,000 or 5% above Rs. 150,000 and the Society is capable and financially 
sound to do it (F.R. 783 and Treasury Circular Nos. FIN 252/87, FIN 253/87, FIN 253/87 and FIN 255/87). 

iv. 	 Negotiated contracts to approved Society upto Rs. 750,000/- (Treasury Circular No. FIN 252/1987 & 307/1992). 
v. 	 Repairs to vehicles, etc., by any firm as authorised by a Civil List Officer (F.R. 785 & Treasury Circular No. 

FIN 260/1988) 
vi. 	 Direct purchase of articles of small value (F.R.796) 
vii. 	 Urgent works and purchases - to be authorised by
 

Ilead of "A" Class Department upto Rs. 50,000
 
Ilead of "B" Class Department upto Rs. 25,000
 
D.T.B. 	 upto Rs. 500,000 with Ilead of Department's personal approval 
M.T.B. above Rs. 500,000 with Secretary's personal approval 

(F.R. 799 & Treasury Circular No. 840) 
viii. Preference upto 10% for locally manufactured articles over the lowest rate for imported article (F.R. 697 (3)). 
ix. 	 Preference upto 10% for local tenderers over Foreign Offers provided the local tenderer is competent (Treasury 

Circular No. FIN 264/89) 

All 	deviations should be recorded in writing and reported to Auditor General. 

ARBITRATION ON CONTRACTUAL DISPUTES 
The CENTRAL AUTIIORITY appointed by Government will resolve disputes between Govt, Institutions and the 
contractors/Consultants. It functions as an Administrative Arbitrator. 

+ 	 When all avenues for settlement of the dispute/differences by mutual agreement fails, the affected party can 
appeal to the Secretary to the Ministry, for a decision. 

+ 	 If a party desires to appeal against any decision of the Secretary, a written appeal can be sent. 
- through the Secretary concerned 
- to the Director of Finance, General Treasury, 
- to be referred to the Central Authority. 

+ 	 At the inquiry the parties can be represented in person, or through their representatives, who are not 
Attorneys-at-Law. 

+ 	 A determination by the Central Authority, with prior agreement of the parties, shall be final and conclusive 
and will be binding on the parties. 

The 	members of the Central Authority are
 
The D.S.T. or his representative (convenor),
 
The Attorney General of his representative,
 
[lie nominee of the Secretary to the Ministry concerned,
 

A professional who has the expertise on the matter in dispute
 
(Treasury Circular No. 308/1992)
 

GRADING AND REGISTRATION OF CONSTRUCTION CONTRACTORS 
The objective of a Govt. Department is to perform a service. 
The Department depends on the performance of the contractors. 
Poor performance by contractors cause negative results, disturb 
department's programmne, cause under expenditure, etc., 
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Some contractors undertake work beyond their capabilities
 
- Resulting in their inability to perform
 
- upto the required targets of time, quality and cost
 

So the NEED to ENSURE - before awarding the work - that a Contractor is capable of doing it.
 
One way of doing this is the GRADING and REGISTRATION.
 

* The Institute of Construction Training and Development (ICTAD) has laid down systems of grading and 
registering them, and for continued monitoring their performance, and periodical reviewing of the grading. 

Private contractors who are registered in terms of these are only entitled to undertake construction contract work in 
Govt.Departments. 

(Tceasury Circular No.FIN 286/1990 and ICTAD Publications) 

TENDERABLE LIMIT 
Limit upto which a Contractor can Tender 
The amount of Registration is the limit. 
If a contractor has on going works, the limit will be the Register-ed amount LESS the value of uncompleted work in 
hand.
 
The Tenderable Limit of a contractor must be decided at the time of issuing a tender form to him.
 

GENERAL 
Contract is an INSTRUMENT to get work done, service performed and supply received. SUCCESS depends on the 
employer's instructions and supervision, as well as on the CO-OPERATION of the employer, his agent and the 
contractor. 
A WILLINGNESS to Co-operate, and a sympathetic UNDERSTANDING of the problems of the other participants, 
will always be vital for achieving the best efficient result. 
ROLE of Accountants in contracts management 
* Member of TENDER BOARD 
* Member of EVALUATION COMMITTEE 
* Receiving and OPENING tenders of behalf of tender Board 

PURCHASE 	 and SALES - authorising within delegated limits
 
- calling for tenders/quotations
 
- scheduling arA recommending rates
 
- approving rates within delegated limits
 

* 	 CERTIFYING contract payment vouchers 
* 	 INTERNAL CONTROL and AUDITING functions 
* 	 AD\ ISING DIRECTORATE, including procedural aspects 

S.Kavuriel, 	Retired Sri.DD(Finance), 
Irrigation Department Colombo. 

CONTRACTS MANAGEMENT - SOME QUESTIONS FOR DISCUSSION 
1. 	 An urgent work has to be done on contract. It has to be commenced very early. Sufficient time is not available for 

following normal tender procedure and other formalities. You have been approached for advice or comment. Discuss 
the problems involved. 

2. 	 A repair to a specialised (scientific) type machine, including supplying a I..,rge wheel and fixing to the machine at 
site. The Engineer selected three reputed firms and obtained quotations, one (the lowest) from the firm which 
originally installed the machine, the other from a State Corporation and the third from a well known firm. The 
Engineer recommended the lowest bid for Rs.85,000 for acceptance, and sought approval of the Departmental Tender 
Board. What will you as a member of this tender board decide and advice. 

3. 	 There was a tender for purchase of Trailer Tractors. The specifications indicated that supply of three Copies of 
spares manual should be included in the tender. The lowest tender did not include this, and the Evaluation 
Committee rejected this in their report because of this omission tonly) and recommended the acceptance of a higher
tender which is more by Rs.28,000 per unit. What will you as a member of the Tender Board decide? Give you 
reasons. 

4. 	 There was a tender for the supply of a few specialised items. Samples will have to be submitted along with the 
tender. The tender closed at 2.00 p.m. Mr. A submitted hit, nder at 1.30 p.m. The tender of Mr. B was received at 
3.30 p.m., after the opening of the tender of Mr.A. 
Except for one item, the tender of Mr. A for all other itcms -,Cre lower and accoptable. But fol this one item, the 
tender of Mr. A was higher and the sample produced was ne! acceptable. 
But the Tender of Mr. B was lower and the sample was the best acceptable one. Mr.B.explained that the delay in 
submitting the tender was due to the delay in receiving the !,ample from abroad, and was beyond his control. The 
Evaluation Committee recommended acceptance of the tender of Mr.B. What will you as a Member of the Tender 
Board decide? Give your reasons. 

5. 	 If for any reason the lowest acceptable tender cannot be accepted, what will a tender board do? How will the final 
decision be taken? 

6. 	 State briefly the proceedings at the time of opening of tenders received and placed in the tender box. 
7. 	 Compare Tender Deposits and Security Deposits in Contracts. Who are exempted from these? 
8. 	 It is a requirement that stamps for appropriate value have to be affixed to contract agreements and cancelled. A 

proposal is made to exempt an Approved Society from affixing the Stamps. What is your advice & Why? 
9. 	 Various Bonds/Guarantees are mentioned in contracts. What are these and for what purpyses are these obtained? 

When do each of these lapse returned? What precautions should be taken to safeguard the interests of Employer 
Department? 

10. 	 What preferences and exemptions are available to Approved Societies? 
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INTENSIVE TRAINING PROGRAMME FOR GOVERNMENT ACCOUNTANTS
 
CONTRACTS MANAGEMENT -CASE STUDIES
 

1. 	 It was decided to ­
i. purchase an equipment, or 
ii. construct a building, on contract.
 

What preliminaries should be done?
 
2. 	 i. Compare tender deposits and security deposits for contract. 

ii. Is it necessary for all who do contracts with Government to furnish these deposits? 
3. 	 An urgent work has to be done on contract. It has to be completed very early. Sufficient time is not available for 

following normal tender procedure and other formalities. You have been approached to advice or comment. Discuss the 
procedures involved. 

4. 	 If for any reason the lowest acceptable tender cannot be accepted, what will a Trender Board do? flow will the final 
decision be taken? 

5. 	 What assistance is provided for by a Governmen: Department to contractors in carrying out its work? 
6. 	 There was a tender for the sale of some popular brand of vehicles and machinery in a Govt.Dept. More than a hundred 

tenderers were present to witness the opening. In view of the large crowd present and the volume of work involved, tie 
officer who opened the tender could not follow the procedure fully, and there was a complaint of irregularity against 
the officer. If you were asked to open the tenders, what procedure will you follow in performing tilework properly? 

7. 	 Normally a 'render Board consists of an Accountant as a Member of the Tender Board, and lie is expected to know tile 
procedures involved. What powers do a Tender Board have in deciding on tenders received? 

8. 	 A repair toia special type machinery ha. to he done. The Engineer incharge obtaiied quotations from three reputed 
firms. The lowest was from the firm which originally installed the machine, [he second lowest from a State Corporation 
and the third from a well known firm. The Engineer recommended tihe lowest bid for Rs. 65,000/- for acceptance, and 
sought approval of the )epartmcntal 'lender 3oard. What will you isa member of this Tender Board decide and advice? 

9. 	 In ,atender for purchtese of trailer tractor, the specifications indicated that supply of three copies of spares manual 
should ieincluded in the tender. The lowest tender did not include this, and the Evaluation Committee rejected this in 
their report tecause of this omission (only) and recommended tie acceptance of a higher tender which is more by Rs. 
25,000/- per unit. What will you as a member of the teder board decide'? Give your reasons'? 

I0. 	 One of the conditions for a lender Im lhPe supply of some specialised items stipulated the submission of samples along 
with the tlender. The tender of Mr. A was received before closing time. The tender of Mr. B was received after the 
closing liiiie and after opening of the tender of Mr. A. Except for item No.2, Mr A's tender for allother items were 
lower and acceptable, but for item No. 2, the tender of Mr. A was higher and his sample was not acceptable. But the 
tender of Mr. B was hwer and his sample was the best acceptable one. Mr. B explained that the delay in submitting the 
tender was due to tire delay in receiving the samples from abroad and was beyond his control. The evaluation committee 
recommended tie acceptance of the lender of Mr.B.fot the Item No. What will you as a member of the 'Fender Board 
decide? Give your reasons. 

11.What are Approved Societies for purpose of Contracts work inGovt? 
12. 	 What prelerences and exemptions are provided to Approved Societies'! 
13. 	 Various ltonds/Guarantec:; are mentioned in contracts ­

i. 	 What are these, and for what purposes are these obtained? 
ii. 	When do each of these lapse/returned? 
iii. What preciuations to be taken to safeguard the interests of the employer Department? 

14. 	 W hat important re(tireinents are gne rally contained in a contract agreement? 
15. Approved Societies are entitled to various preferences and exemptions. A Suggestion has been made to similarly exempt 

them front affixing Revenue stamps oi to their contract agreements. What is your advice and why? 
16. 	 Discuss tileobligations of an employer ina Building contract? 
17. 	 A contract once entered into ­

- rhtiitlotbe 	assigned or sub-lel to another person, 
- shtould lot vary any cttidilion therein
 

except ;s provided for in the conlract.
 
IHowever (tf e to S0il uluaVOithatle or acceptable reasoi, one of the above has to be done.
 

18. 	 If a contractor fails to comhlete his contracted work, service or supply before the dale of completion, liquidated damage 
is payable by hin forevery day of part of a day of the delayed period. But if the delay is not due to his fault or lapse, 
what reiedy is available to him? 

19. 	 What is extra contractual work'? What should be done to get extra contractual work done and to pay for it without 
delay? 

20. What are the possible adverse effects caused by delays itt following tenders & contracts procedures for a work or supply. 
Ilow calt we prevent such adverse effects. 

S.Kavuriel Retired Senior Deputy Director (Finance) Irrigation l)epartment Colombo. 
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PURCHASE OF 25 CONTAINER FLAT WAGONS
 

1. A decision was made to purchase 25 bogey wagons for the Railway. The Director, External Resources had informed the 
GMR that funds have been reserved under Debt Relief Grant and the following currencies were eligible under the Grant: 

Japanese Yen 
Sterling Pound and 
US Dollar 

And that these funds cannot be utilised for purchase from Romania. Romania and India have been regular suppliers for 
the Railway. The Director on a later date in March 1987 informed the GMR that a sum of Indian Rs. 9 million was 
available under the Indo - Sri Lanka Credit Agreement. 

2. 	 Worldwide tenders were called for in June 1986 for the purchase of 25 container flat wagons. Of the 26 tenders received 
the following three lowest tenders were taken up for consideration : 

COUNTRY 	 FOB C&F
 

Egypt US $ 683,125 758,125
 
Romania US $ 893,650 920,650
 
India lnd.Rs. 13,250,000 14,575,000
 

The Ministry Tender Board selected the lowest tenderer from Egypt who had quoted US & 758,125 (SL Rs.21,451,145). 

This was referred to a Technical Committee which had recommended the purchase. 

The following information is given 

a) Agreement signed in September 1987 with target date of supply as June 1989 

h) Wagons delivered in January 1989 

c) Letter of crcdit opcned ini August 19:;7 for Rs.21,451,145 

d) Manufacture of wagons commenced in June 1988 

e) The Inspecting firm had received the plans and specifications in August 1988. 

f) The 25 wagons delivered could not be put to use as the manufacture had not conformed to the stipulated specifica­
tions. 

g) 	 An expenditure of Rs.805,238 had been incurred by the Chief Mechanical Engineer to attend to the defects. 

The wagons could still not be put on the track. 

h) A sum of US $ 6500 was awaiting payment to the Inspecting firm.
 

i) 10 per cent of retention money and 5 per cent bank guarantee totalling Rs.1,522,655 was awaiting release.
 

j) 5 officers including a Deputy Superintendent of Stores had been sent to Egypt for Training in wagon maintenance.
 
A sum of Rs.129,780 had been paid as incidental expenses. 

3. 	 You are required to 

i) Furnish your observations on the above tender 

ii) Briefly outline the salient steps you would normally consid-r in the award of a tender of this nature and the follow 
up action. 

iii) Suggest remedial measures 
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SYSTEMS CONCEPT
 

WHAT IS A SYSTEM? 

A system is essentially a group of things that are interrelated to accomplish some purpose. The fact that businesses, inparticular, have become so complex has required us to operate them as systems, not just by segments such as selling,
accounting, manufacturing etc. 

WHAT IS INFORMATION? 

Since business systems are based on information flow, information must be defined at this point. If we considerreports that are stored in files, or technical symbols and reports that are meaningless to the reader, or reports whose 
contents have not been organised in a meaningful way, we are dealing with data. Information is differentiated fromdata because it is tables, text symbols, or inputs that ar-e meaningful, is being used by a person, and is affecting the 
behaviour of the user. 

MANAGERS 

The managers of today are working with the same basic resources as the managers of earlier times - men, money,
materials, machines. 

But physical systems such as factory production system distribution system, data processing system, agricultural 
system are changing. 

The really great change is the way we are looking at all organisations and physical operations, that is in development
of system concepts. That is all aspects of the totel business including people ,their activities physical parts of the 
Business (or Govt. Dept.) one system. 

A FURTHER EXPLANATION OF SYSTEM 

Very simply, a system is a set of elements, such as people and things, that are related to achieve mutual goals.
Systems that we deal with have inputs from the environment and send outputs into the environment. The system
itself is a processor that changes inputs into outputs. 

The system as a processor. 

POSSIBLE SYSTEM POSSIBLE 
INPUTS PROCESSOR OUTPUTS 

Materials Products 
Energy Business Energy 

or 
Govt. Dept's 

Information System 
Information 

People People 
Money 

(Elements, People, Machines 
Buildings, Money) 
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STEPS IN SYSTEM BIr1LDING 

Major phases in building systems 

Preliminary survey
 
Design
 
Installation and
 
Follow up 

The preliminary Survey lays the foundation for design and follow up Survey for a complete accounting system:-

A check list of information needed would be 

i. History/Company/Organisation: age, position in industry, rate of growth, top management 
ii. Products: Classification, by Product lines or activities in case of Govt. Depts. 
iii. Chart of Accounts: General framework of the accounting system. 
iv. Policies - Organisation's top management policies; civilian policies. 
v. Organisation - How it is supposed to function. 
vi. Plan of production processes - General layout and arrangements or work centres, plants. 
vii. Existing accounting and office procedures-Elements of the accounting sysiem 

General accounting - included here are general accounting records 
Manufacturing accounting - deals with cost accounting records, plant ledgers etc. 
Planning and control - Budgetary control records, performance reporting. 
Office Services - RECEPTION, COMMUNICATION SUPPLIES ETC. 

GENERAL FRAMEWORK 

CHART OF ACCOUNTS, 

Design of chart of accounts should come early in systems building. This is a tool in the hands of those who work 
the system and should ach;eve 

Adequacy
 
Accuracy
 
Clarity
 
Other considerations
 

Systems man proceeds from statements and reports wanted by management to account classification. He will relate 
accounts to the activities they represent. 

GENERAL LEDGERS 

These should be in summary form supporting details to be carried in subsidiary ledgers. to 

(a) facilitate book-keeping 
(b) Allow difference for subsidiary ledgers 
(c) to facilitate use of Special ledger forms. 

ARRANGEMENT OF ACCOUNTS 

In the general ledger, accounts are usually grouped to correspond to the statements to be prbpared 

Balance Sheet accounts 
Surplus statement accounts 
account for income statements 

Within each group the sequence of accounts should correspond to individual items appearing in statements 
affected. 

CODING 

Some plan of coding should be prepared, that will enable quick and easy reference to accounts. 

ELEMENTS OF LEDGER DESIGN 

Upon completing the chart of accounts one should proceed with the design of ledger account forms. 
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PROBLEM OF LEDGER DESIGN 

A vast amount of clerical work is required in connection with many ledgers, but they should be adopted to 
purposes which they are to serve. 

Following questions need to be answered. 

What information should the Account contain?
 
Where will the information be used?
 
What are the sources of information?
 

MERGING LEDGER WITH THE PROCEDURAL RECORD 

Before designing ledger forms, one must consider the extent to which the ledger record can be record merged with 
the procedure by which the information is collected e.g. 

i. 	 File an extra copy of sales invoice with the account receivable. 
ii. 	 Machine tapes of daily additions to and withdrawals keep sufficient the billing procedure. 

CHART OF ACCOUNTS - FOR GOVT. DEPARTMENTS 

1. 	 In Government Depts. and Prov.Councils (and also !oc-i authorities) the main ledger accounts in the Treasury 
provides the chart of accounts. 

e.g. 	 Revenue Account
 
Expenditure Account
 
Authorised Advances Account
 
Refund Account
 
Surcharge Account
 
Chief Accountant, C.G.R.
 
General Stores Advance Account
 
Advance to Public Officers Account etc.
 

2. 	 Ileads, sub-heads, and items of Revenue would form the subsidiary accounts. On the Expenditure side the 
Programme Budget Classification gives the subsidiary acccunts. 

4 

3. 	 All classifications should correspond trC)this design. 

4. 	 However there is no barrier to prevent Departments maintaining control accounts for 

(i) 	 Sub-allocations given
(ii) 	 Disbursements given to sub-department for expenditure. 
(iii) 	 Loans given to officers under Advances to Public Officers A/C. 

DESIGN OF ACCOUNTING PROCEDURE 

BASIC PROCEDURES 

Govt. Departments and other businesses use certain basic procedures in the conduct of their operations. These 
should first be identified and definitively laid down. The procedures fall into different groups 

Sales and collection-- in case of trading organisation
 
Receipts and Banking
 
Purchasing and payment
 
Time-keeping and Payroll
 
Classifying, Summarising and closing of accounts.
 

Prepared by A.N.Fernando 
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COMMUNICATION PROCESS
 

WHAT IS COMMUNICATION
 

of thoughts and opinions by means ofAccording to the dictionary, communication has been defined as "Interchange 

words, letters, or messages". However communication as conceived today goes much further and considers many 

nonverbal methods of oral and written interchanges of ideas. 

A definition 

is the process of exchanging ideas and thoughts for the purpose of creating understanding in the
Communication 

thinking of the recipient.
 

THE BASIC PROCESS 

idea or impulse in the mind of the sender. It is then encoded or
The process of communication begins with an 

into a signal which becomes the message. The transmission can take different forms, e.g. spoken , written
converted 

etc. The receiver receives and interprets (i.e. decodes) usually there is a response or
pictorial , bodily movements 

aware of this response or reaction from the receiver , a further
reaction from the receiver. If the sender becomes 

is added. This completes one round of the communication cycle. More often than not,
component , "a feed- back" 

several rounds are completed before the message gets through.
 

There are five major elements in the communication process viz:
 
- Source 
- Transmitter 
-Receiver 
- Destination (Response or Reaction) 
- Feed - back 

BARRIERS 

SOURCE - TRANSMITTER 0- -O RECEIVER DESTINATION 

M E S S A G E 

FEEDBACK 

A THREE DIMENSIONAL FIELD 

Communication operates in a three dimensional field viz: upwards, 
downwards and sideways 

SILENT COMMUNICATION 

When the process of comnioni.ation is carried on merely through gesture or action it is silent communication. 

Though silent such a message can be more effective than a noisy telling - off 

FORMAL AND INFORMAL COMMINICATION 

is identified with the formal structure. Formal communication takes place
Formal comnunication 
between occupants of positions in the formal organization structure. The same employees when they 

meet in the canteen, restaurant, discuss petty grievances against the management. This type of 

to as informal organization and their communications are informal.organization is referred 

OPERATION - FILTER - EFFECT 

the part of the chief executive to communicate a policy, a decision, an order ete, down to 
Visualize and attempt on 
the operative a line. Immediately the man-boss relationship began to filter, edit, censor and distort the original 

content and when the message reaches the employees they see it as were propaganda an unfair request, or a threat to 

their status. 

filtering effect takes place in upward communication too. An attempt of the employees to communicate a 
The same to the top as a petty
suggestion, express a feeling or attitude, or to voice a fear of loss of status conies through 

grievance, an unfair demand etc. 
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BARRIERS AND COMPLEXITIES 

Some of the major barriers and complexities that may be found to exist between the transmitter (sender) and theReceiver (Recipient) are as follows; 

- sociological complexity
 
- psychological complexity
 
- attributing more meaning than intended
 
- self - image
 
- diversity of interpretations
 
- our needs and expectations colour what 
we see or what we hear 
- status
 
- impersonal hostility
 
- resorting to Parliamentary methods
 
- ignoring information that conflicts
 
- evaluating source
 
- 'halo' effect
 
- different perceptions
 
- effects of emotion
 

TOWARDS IMPROVED COMMUNICATION 

In the final analysis what counts is what the people accept. This underscores the need to motivate the receiver. Hisneeds and interests must be considered. At the same time we must be m;ndful of our own purposes and goals. 

There are two directions : 

(1) 	 Develop an atmosphere of Mutual Confidence and trusti.e -	 - remove fear of retaliation, reproach, Condemnation or Criticism 
- be sensitive to our own feelings 
- recognize the other person's feelings 
- learn to listen from the other person's point of view 
- never assume that another person uses words as you do 
- never contradict without seeing what the other person is talking about. 

(2) Correct distortions through feed-back 

OVERCOMING BARRIERS 

(i) 	 utilizing feed - back 
(ii) 	 using many communication channels 
(iii) 	 using face-to-face communication as far possible
(iv) 	 being sensitive to the world of the receiver 
(v) 	 awareness of Symbolic meanings. 
(vi) 	 liming messages carefully. 
(vii) 	 using direct simple language. 

PARTICULAR DIFFICULTIES IN A WORK SITUATION 

There may be particular difficulties in a work situation such as the following 

-	 a general tendency to distrust a message in its retelling from one person to another 
- a subsequent mistrusting his superior and looking for hidden meaning' 
-	 relpedve status (sender/receiver) 
- people from different job or background having difficulty in talking on the same wave length
- different depts having different priorities or perspectives 
- furnishing incorrect/incomplete information
 
- managers who are 
prepared to make decisions on a "lunch" 
-	 lack of opportunity for a subordinate to say what he thinks or feels 
- conflict in the organization
Managers will find the following useful to tide over difficult communication situations in the work place
(a) 	 express themselves effectively and simply
(b) 	 Obtain the co-operation of subordinates. 

(This will avoid suspicion or resentment and also make them free to say what they feel) 

A FINAL WORD 

The best way to improve one's ability to Communicate is to learn to speak and write to people as you yourself wouldlike to be spoken and written to, in terms that are considerate, in terms that acknowledge the intelligence andthinking capacity of those who receive your message. 
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EFFECTIVE COMMUNICATION
 

INFORMATION THEORY
 

Information can be defined most generally as the selection of order out of chaos. According to information theory 
communication is most effective when messages are: 

(i) Coded clearly and unambiguously 
(ii) Transmit-t ' without the addition of noise distorting the message. 
(iii) received without the loss of any part because of channel overload.
 
iv) Decoded accurately so that the original information is perfectly duplicated.
 

Human communications would merely consist of choosing the right words, saying 1hem the right way, and then 
making sure the receiver understood !he meaning of the words. Meaning can vary :'rom person to person. 

GENERAL SEMANTICS 

It is important to realize that 

(i) words are not the things they represent. 
(ii) things labelled alike are not necessarily alike. 
(iii) words cannot tell all about a person or event. 
(iv) meaning is in people and situations, not in words. 

Some of the ways to apply these principles would be to: 

" distinguish clearly between statements of observation and statements of infer-nce 

" realize that we necessarily abstract, we cannot know all or say all about anything. 

" recognize that we live in a world of process, of change, and that our "maps" are out-of-date. 

" react to unique people, things and events not to their categories or labels. 

" talk and write in terms of degree of probability not either or categories. 

" look beyond words to the objects or relationships. 

By communication we mean the sum of all things one person does when he want to create understanding in the mind 
of another. It is the capacity of an individual or group to convey ideas and feelings to another individual or group 
and where necessary to evoke 3 discriminating influence. Communication is, therefore, not an end in itself. 

Communication is an integral part of the functions of any organization. Leadership is exerted and co-ordination 
achievea through communication. 

It is central to all operations and covers all our activities that influence others. We cannot think of a more important 
tool for getting things done. Communication is also the basis for creating understanding, obtaining co-operation and 
securing action. 

Communication is only an "atmosphere" and not something we can put our finger on. Devoid of the right atmosphere 
misunderstanding flourished causing inefficiency, friction and failure. In the final analysis what counts is not what 
people are told but what they accept. 

It would therefore, be seen that communication is the basis of our relationships with others. We experience an 
information; establish,acknowledge and maintain links between us through communication. This may be done by a 
nod, a letter, a telephone call, a visit, a signal or even being silent. We make our requirements known to others 
through communication (e.g.a baby's cry of hunger and discomfort) Communication is also used to satisfy require­
ments (e.g. Superior giving orders to a Subordinate). The tone used may help or hinder our achievement of the desired 
result. By suggesting, persuading or requesting we can move a person to do something with commitment whereas a 
command or order might demotivate him. The reason for doing it and an encouragement to do it will make him 
understand and motivate him to do it. 

Communication implies both transmission and reception of a message. It involves more than the intellect. Feelings 
and attitudes are also important. Not only physical expressions but also voice inflections may tell the listener more 
than the words reveal. Even silence as well as the individuals behaviour (actions) can communicate. 

Thus communication is employed to influence individuals and groups personally and impersonally directly or 
indirectiy, internally or externally. By "influence" we mean to motivate, persuade or control behaviour in a 
predetermined diirectionte.g.advertising). 
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PSYCHOLOGICAL BACKGROUND 
The attitudes of the men and women who on tie one side impart data and on the other receive it are framed ofreference inside which communication takes place. Alongside information whichunlooked for and even we set out to convey there areunwelcome by-products. Psychological forces
language can 

like rivers never sleep. Spoken and writtentrigger off reactions, as shattering as powerful electric current. 

ATTENTION AND PERCEPTION 
This selective activity of the brain: is known as "attention" sense data on or "attending". Its objective is a clear understanding of thewhich it is focused. It leads to the second stage in observation viz. "appropriation"perception or recognition by signs and which is the clearcues of the matter on which the human being is concentrating. This is theprocess by which we acquire knowledge.
 
In communication, it is, therefore, important to win the attention of the recipient hold it, fix an impression and evoke
a response.
 

CONCISENESS AND A HEALTHY "RAPPORT" 
In business communication there is a need to be concise and to the point. Otherwise it will result in waste of time andmoney. Courtesy and willingness to establish a healthy rapport as well as trust, co-operation and respect will create agood impression of the organization among its customers, clients and suppliers. 

NATURE AND CHARACTERISTICS OF COMMUNICATION 
The following considerations will help us to determine the nature and characteristics of communication. 

(a) Meanings are not in words but in the emotions and experiences people attach to them.(b) What you say is not what you mean (there is a gap between what you want(c) to say and what you say).What you hear is not what I say and certainly not what I mean.(d) Meaning of what I say belongs to the semantic environment.
(e) We see things which do not exist.
(f) We all see with our cultural map - filter out information.(g) We perceive differently (it is not easy to see what others see) 

OBJECTIVES SUMMARIZED 

In summary fo.,a the objectives of communication are: 

(i) To make sure the receiver understands the communication as the sender intended.(ii) to elicit a response
(iii) To build interpersonal relations. 

Very often none of these objectives are achieved. It may be due to the following. 

(a) receiver not being tuned for reception

(b)transmitter not being tuned for sending

(c) not selecting the best wave length. 

EFFECTIVE COMMUNICATION IN A BUSINESS SETTING 
The following suggestions will go a long way to improve communication in a business setting 

(i) use precise and understandable words.(ii) make sure your words can be heard/read easily(iii) Limit what you have to say or write.
(iv) Look for feedback that shows comprehension
(v) Be honest and sincere
(vi) Remember the barriers and overcome them
(vii) Choose the correct channel
(viii) Be consistent and correct 
(ix) Think before you communicate 
(x) Be courteous 
(xii) Know the subject, reason and recipient
(xiii) Use visual aids where necessary
(xiv) Listen well 

?repared by V.Karunasekara 
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INSTITUTE OF PUBLIC FINANCE AND DEVELOPMENT ACCOUNTANCY
 

INTRODUCTION TO WORKSTUDY
 

During the past few decades the role of Workstudy as a Managenent Service has been extensively appreciated. 
Workstudy techniques were originally applied in industrial situations in order to improve the productivity of these 

applied in office situations and thereby office systemsorganizations. However in the recent-past these techniques were 

and procedures and services provided, have been improved.
 

WHAT IS WORKSTUDY? 
Wakstudy has received many different definitions and descriptions. The description generally accepted by the 

practitioners is as follows: 

Workstudy is a generic term for those techniques particularly METHOD STUDY and WORK MEASUREMENT 
used in the examination of human work in all its contents and which lead systematically to thewhich are 

investigation of all factors which affect the efficiency and economy of the situation being reviewed, in order to 

effect improvement. 

Workstudy is thus concerned with improving productivity. It is most frequently used to increase the amount of 

production without correspondingly increasing the inputs. It is a scientific method of examining any form of activity. 

be influenced by a larger number of economic, sociological or other factors, the workstudyAs human work can 
approach to problem solving is multi-disciplinary. While work measurement and method study are considered to be 

the basic techniques workstudy draws up on other disciplines in the mathematical, physical and social sciences for 

specialised support. 

The thought process of any discipline follows the system of inductive logic and proceeds through the following 

stages:­

(a) 	 ANALYSIS which involves identification of the problems recording facts and ascertaining reasons 
thereof, 
EVOLUTION, which involves conceptual modelling i.e., thinking of alternative patterns to the existing(b) 

situation.
 

(c) 	 EVALUATION, which involves consideration of the various implications of the alternatives considered and 

selection of such alternatives as are considered acceptable for future use. 

Workstudy follows the above outlined scientifiL; method in examining any form of activity. To the extent that the 

problem can be quantified, the discipline can have the exactitude of a science. As, however, there are many variables 

in human activity, certain aspects have to be examined qualitatively and to this extent workstudy can be considered to 

be an art. 

The two main areaE in workstudy i.e., Method Study and Work Measurement can be depicted as follows: 

WORKSTUDY 

WORK MEASUREMENTMETHOD STUDY 

Assess human effectivenessImproves Method 
Measure work contentI 

Develops best method 
'(under prevailing 

circumstences) 
I Decide standard time 

For a. ManningDefine the method 

Ib. Planning
 

c. ControllingFor effective use of 
d. Costinga. Manpower 
e. Improving Incentive Schemesb. Materials 

c. Equipment 

IMPROVE PRODUCTIVITY 
K.S.Perera SLIDA 
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INSTITUTE OF PUBLIC FINANCE & DEVELOPMENT ACCOUNTANCY
 
INTENSIVE TRAINING PROGRAMME FOR GOVERNMENT ACCOUNTANTS
 

HOW TO OVERCOME DELAYS IN EFFECTING PAYMENTS.
 

(1) ARE REGULATIONS OBSTACLES? 

There is a general allegation that delays occur in effecting payments in Government organizations. The reasonadduced is over- adherence to rules and regulations. It is true that prompt payments cannot be made as in the caseof a private individual. Government Departments are massive organizations with many people handling matters. Wemust always remember that rules and regulations have been framed for prevention of errors, fraud and similarmisdemeanours. But officers should mot be allowed to take cover under these rules and regulations to delay matters.If you go through the F.M's authority communicated
notice that regulations are 

by the SIT. in the existing Financial Regulations, you willnot intended to be a hindrance to the smooth carrying out of the Government's financialtransactions and thereby to become an obstruction to the Government's programme of work. I repeat this particular"authority" as it is one that should be wcll remembered by every Public Officer, specially by those involved infinancial management. You can break rules if the demand arises provided you can always justify it and recordreasons. 

(2) BUDGET AS AN INSTRUMENT OF PLANNING AND CONTROL - TIME FRAME. 
The Budget is an instrument of 
programme 

planning and control used by Parliament in the execution of the Government'sof work. The monitoring of the economy on the policies adopted by the Government is achieved throughthe Budget. In the case of long term plans the targets to be achieved year by ,ear are incorporated in variousprogrammes and projects on a phased basis. In order to achieve the objectives of such planning, the executive has tocomplete the tasks within the allocated time frame. Completion of a project involves procurement of goods andsupplies including labour. Unless these things are done in time, the objectives cannot be achieved. So you will seehow important it is to effect prompt payments for supplies and services without which there cannot be smoothrunning of operations. 

(3) THE INCIDENCE OF UNDER-EXPENDITURE. 

If you analyze some of the reports of the Auditor-General year after year you will notice a high percentage ofunderexpenditure on amounts voted by Parliament, even after providing for variations to estimates that have beenmade, following virement procedure. Apart from causes such as preparation of non-realistic estimates, lack of properforward planning and co-ordination is a major area that causes under expenditure. 

(4) THE CORRECT APPROACH 

Now let us see how we could avoid such a situation and contribute effectively in our functional area in achieving thetargets of the Government's programme of work, First of all one must identify one's delegation of powers in regardto the four stages of financial delegation, viz. the authorization, approval, certification and payment. Having identi­fied that, one must ensure that there is no delay in regard to one's task. The systems and procedures followed by thesupport staff should be studied and reviewed from time to time with a view to identifying bottle necks and takingremedial action to rectify them. As regards financial d,iugftion directly related to one's own delegation, one shouldbe knowsedgeable of the systems and procedures connected therewith so that delays which are bound to occur insuch functional areas could be spotlighted.Every endeavour should be made to avoid watertight compartr'entalizationand possible red tapes, keeping in mind the duty towards achieving targets in the whole organisation objective-wise. 

(5) NETWORK PLANNING - CALENDAR. 

Network planning in regard to procurement of supplies is very useful to avoid delays. Even in regard to paymentsfor contracts and other services it is useful to have an advance programme or calendar of events so that a properpayments programme could be prepared to avoid delays. It is useful to call attention of persons responsible forvarious activities such as special certificates, inventory certificates, etc. without waiting for the final date whichwill help one to effect payments promptly. 

(6) NEED TO EFFECT PAYMENTS IN THE SAME FINANCIAL YEAR 
The general rule is that the claims arising within a financial year should as far as possible be settled within thesame year. As pointed out earlier it should be possible to do this by planning one's work and by proper co-ordinationand followup. We must remember that the provision in the estimates lapses at the end of the financial year. 

208 



(7) LAPSED PAYMENTS.(F.R.115)
 

Claims falling due in the last month of the financial year, (December) as far as possible, should be settled within 
the same month. Any deliberate or negligent ommision will pave way for a surcharge against officers respons­
ible. If the delay is due to unavoidable circumstances these claims could be settled debiting the relevant 
provision in the subsequent financial year up to 31st March without supplementary provision being obtained, 
unles4 an excess is caused. Thereafter, settlement of such claims require a certificate of a duly authorised officer 
who should indi'ate on the voucher the circumstances of the delay which are considered unavoidable. 

As for payments falling due before 30th November of the last financial year a similar procedure will be followed 
if the authorised officer certifies that the delay was unavoidable. 

However, if the payment has not been made owing to (1) lack of funds in the vote, or, (2) carelessness or 
neglect on the part of the officers, the matter should be reported to the accounting i,,ficer personally, fixing
responsibility, together with the officer's explanation. If the explanation is not satisfactory the A.O.will decide 
whether to surcharge fully or in part or to authorize payment. Copies of his order will be sent to the Auditor-
General. 

Claims of other previous financial years, whatever the reasons for the delay are should be referred to the 
C.A.O.who will deal with it in the same manner, as the A.O. as explained above. As for Personal Emoluments and 
pensions payments falling due in the previous financial year they could be paid in the subsequent financial year 
without special certificates. However, if such payment relates to the year previous to the last financial year the 
matter should be referred to the C.A.O. as explained 

The above procedure applies to monetary provision in the Annual Estimates. 

It is not applicable to 

1. Advance Accounts 
2. Deposit Accounts and similar accounts. 
3. Refunds from Revenue. 

(8) REMEMBER REQUIREMENTS FOR LAPSED PAYMENTS. 

1. 	 NO SPECIAL AUTHORITY NECESSARY - for claims relating to December last year which could not be 
settled due to unavoidable circumstances. This authority is available to pay up to 31 st March of the follow­
ing financial year. 

2. 	 SPECIAL AUTHORITY OF AN AUTHORIZED OFFICER is necessaryin respect of claims falling due 
prior to 30th November of the last financial year if the settlement could not be made due to unavoidable 
circumstances. 

3. 	 SPECIAL AUTIIORITY OF A.O.PERSONALLY - in respect of claims falling due before 30 the November 
last year due to lack of funds, carelessness or neglect. Full or part of the amount may be surcharged against 
officer responsible. 

4. 	 Special authority of C.A.O - in respect of all claims falling due relating to other previous financial years. 

Maitri Piyasena FPFA.,SAT.,DPFM 
Chief Accountant, Public Trustee Department 
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ORGANISATION SET UP & FUNCTIONS & ACTIVITIES. 

1. 	 Treasury Supervision and Control 

The chief function of the Treasury is to maintain control and supervision over Government finance. It is 
therefore the duty of the Treasury to set up a system of Financial Administration that is satisfactory in all 
respects specially with regard to Budgeting, collection of Reven.ue and Accounting,custody of Funds. 
Expenditure and Accounting for same and reporting to Parliament. This it does in three ways:­

ta) 	 By Fegulation, Directives and Instructions that are generally applicable. 
(b) 	 By Instructing or Advising Chief Accounting Officers and Accounting Officers on any special measures 

necessary in partidular circumstances and 
(c) 	 By maintaining Control Accounts and Publishing Consolidated Accounts of the State. 

2. 	 The responsibility of the Treasury shown above is not curtailed by the statutory assignment of any Financial 
Functions to particular officers. (E.G operation of Statutory Funds. "Sevana Fund") 

3. 	 The controlling and supervisory Functions of the Treasury include the following:­

(a) 	 to appoint Chief Accounting Officers and Accounting Officers and to determine their duties and respon! 
bilities, 

(b) 	 to communicate and interpret all Financial Directions of the Minister of Finance to all Chief Accountin 
Officers and Accounting Officers. 

(c) 	 To satisfy itself that Revenues and other moneys due to Government includine t!",se of Commercial 
activities and Deposit accounts are promptly collected and brought to account by Government Depart­
ments. 

(d) 	 To satisfy itself that an efficient system of Accounting is maintained in all Departments and that the 
provisions in the Financial (Regulations) Manual are complied with by Government Departments, and 

(e) 	 To exercise supervision over the Consolidated Fund and other Government Funds and Accounts, as well 
over monies held on Deposit. * 

FUNCTIONS AND ACTIVITIES OF TREASURY DIVISIONS 

I. GENERAL ADMINISTRATION:
 

The activities of this Division are:­

(1) 	 Administration, Establishment, Financial and other supporting services. 

(2) 	 Investigation and Review Services in relation to all the Departments and Public Institutions under 
the Ministry. 

2. BUDGET DIVISION:-

The main Functions of this Division is the preparation of Budget Estimates- Capital and Recurrent of the Gov
 
of the Democratic Socialist Republic of Sri Lanka.
 

ACTIVITIES:
 

(a) 	 Resource allocation to Ministries and Departments for Recurrent Expenditure for preparation of draft 
estimates for the ensuing year. 

(b) 	Analysis of expenditure proposals and determination of provision for Capital and Recurrent Programes 
Ministries and Departments. 

(c) 	 Assembly of Estimates for Capital and Recurrent Expenditure. 

(d) 	 Supplementary Estimates for Capital and Recurrent Expenditure 

(e) 	Appropriation Act, Issue of General and Special Warrant etc. 

(f) 	 Authorization of Transfer of Funds by Virement. 

(g) 	 Determination of Cadre and Salary Scales in the Public Services 
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(h) Special Law Items. 

(k) Analysis of Budget support requests by Public Enterprises. 

(I) Examination of Cabinet Memoranda pertaining to the above activities. 

(m) Releases from the Contingencies Fund. 

3. ACCOUNTS AND PAYMENTS 

The Main Function of this Division is the recording of the Revenue and Expenditure of the Government in 
Governing Budgetary Terms and discharging the Financial Reporting Function of the Minister of Finance. 

ACTIVITIES 

(a) Financial business with Agents abroad. 

(b) Refunds from Revenue. 

(c) Payments of authorised expenditure and loans. 

(d) Registration of Powers of Attorney. 

(e) Imprests, Advances, deposits and payments. 

(f) Bring to account transactions of all Departments. 

(g) Preparation and Publication of Accounts of Governmei 

(h) Consolidated Appropriation Accounts. 

(i) Official Bank Accounts 

(j) Remittances to and from Kachcheries. 

(k) Custody of Duplicate Safe keys. 

(I) Cash and Bank Balances. 

(m) Betting Taxes. 

(n) Appointment of Boards of Survey for cash. 

(o) Savings Certificate Fund. 

(p) Accounting of Foreign Aid. 

(q) Approval for authorised deductions. 

(r) Payment of U.K.Army Pensions 

(s) Advances for losses of Government cash. 

(t) Statutory functions under Public Service Gurantee and Benevelent Association. 

(u) Acco,'rnts of Government Departments. 

(v) Cast. Management. 

(w) Investments. 

4. FINANCE 

The main function of this Division is to develop Financial and Accounting systems consistant with development 
needs ensuring application of these systems and reviewing procedures, all of them with the intension of ensuring 
better accountability to Parliament. 

ACTIVITIES 

(1) Accounts of Public Corporations and Boards. 

(2) 	 Rendering of Accounts to Audit.
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(3) Recommendations of Public Accounts Committee. 

(4) Liquidation. 

(5) P.A.C.Paragraphs and preparation of Treasury Minutes. 

(6) Transfer of Assets. 

(7) Financial Rules of Corporations and Boards. 

(9) Settlement of dues to Corporations. 

(10) Excemption from the Finance Act. 

(11) Accounting Systems and Financial Procedures. 

(12) Delegation of Financial Responsibility. 

(13) Rents. 

(14) Tender Procedures and deviations. 

(15) Contracts and extra contractual payments. 

(16) Local & Foreign Purchase of stores. 

(17) Insurance of Government contracts. 

(18) Waivers and write-offs. 

(19) Surcharges. 

(20) Authority for lapsed payments. 

(21) Internal Audit. 

(22) Audit queries and covering approval. 

(23) Gifts and statutory fees. 

(24) Compensation for damaged property. 

(25) Sale of Government property. 

(26) Irregularities and frauds. 

(27) Security of Public Officers. 

(28) Government Insurance Fund. 

(5) 	 ECONOMIC AFFAIRS. 

Main Functions and Activities of this Division are: 

(1) 	 To formulate and supervise the execution of Government Policies in general. 

(2) 	 To co-ordinate with the Central Bank on monetary, Banking, financial and exchange control policies. 

(3) 	 To keep under continuous studies local and International Economic trends and their impact on national 

socio-economic objectives. 

(4) 	 To develop relationships with regional economic and financial institutions. 

(5) 	 To deal with matters relating to International Trade and Payments and the International Monetary System. 

6. 	FISCAL POLICY AND REVENUE 

Main Functions of this division is to formulate and review Fiscal Policy. 
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ACTIVITIES are: 

1. REVENUE AND FISCAL MATTERS 

(a) Preparation of Revenue Estimates. 
(b) Review of all Revenue Sources and Policy matters pertaining to this. 
(c) Advisory measures on Taxation including Double Taxation. 
(d) Income Tax appeals.
(e) Review of Tariff Policy (Imports and Exports) and Publication of Revenue Protection Orders. 
(f) Review of excise levies and Turnover Taxes. 
(g) Tax Legislation and Amendments (Inland Revenue, Customs & Excise). 

2. 	 REVIEW OF BUDGETARY POSITION 

(a) Budgetary Out-turn Analysis 
(b) Budgetary Implication of Income Transfers 
(c) Preparation of Financial Statistics for I.M.F. 

3. 	 Monitoring the Cash Flow. 

4. Research Studies. 

5. 	 Rebates of Customs Duty, Turnover Taxes, Excise Duties to Exporters and Export duties in special circumstances. 

6. 	 Waiver of Customs Duties under Customs Ordinance and obtaining Parliamentary approval after publication of 
approvals in the Gazette. 

7. Approvals for Tax Holidays and Tax reliefs. 

8. Refunds of Taxes and Duties to honour Govt. Agreements. 

7. EXTERNAL RESOURCES AND MANAGEMENT OF FOREIGN EXCHANGE BUDGET. 

Functions and Activities of this Division are: 

(1) 	 Negotiation and implementation of Foreign Aid and Credit Agreements including Technical Assistance,-
Training etc. 

(2) 	 Formulation and management of Foreign Exchange Budget. 

8. 	PUBLIC ENTERPRISES 

The main functions and Activities are: 

(1) Examination of the Budgets and monitoring performance of 

(a) State Corporations 
(b) Statutory Boards 
(c) Government Owned Business undertakings 
(d) Advance Account Activities in Part It of the Annual Estimates. 

(2) 	 Salary Scales, Rewards, Pricing and marketing Policy of individual Institutions referred to above. 

(3) Serving the Parliamctary Select Committee on State Corporations and C.O.P.E. 

9 INVESTIGATIONS AND INTERNAL AUDIT 

The Functions and Activities of this division are:
 

Auditing and Investigation of Accounts etc, in the Ministry of Finance and Departments under it.
 

10. PROCUREMENT AND ADVISORY SERVICES UNIT 

The Furctions and Activities of this unit is 

Procurement and issue of supplies and other services such as upkeep of State Residences Acquisition and disposal of 
Motor Vehicles etc. 
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ORGANISATIONAL SET UP OF GENERAL TREASURY 

SECRETARY TO TREASURYt 
DEPUTY SECRETARY TO TREASURY 

Gen. Administration Budget 

Additional D.S.T. 

3 4 

Accounts & Payments Finance 

5 

Economic Affirs 

68 

Fiscal Policy Revenue 

Additional D.S.T. 

External Resources & Public 

Management of Foreign Enterprises 
Exchange Budget 

9 

Investigation 

Internal 
Audit 

10 

Procuremer 

Advisory 
Services 
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TREASURY ACCOUNTS AND ISLAND'S ACCOUNTS
 
01 The basic documents to prepare Treasury Accounts and Island's Accounts are received from following sources. 

1. 	 MINISTRIES & DEPARTMENTS
 
Monthly 
summaries of accounts, transfer orders and other accounting documents. 

2. 	 Kachcheri Abstracts/summaries of accounts from Divisional Secretariats 

3. 	 Crown Agents Summaries. 

4. Public Debt Statements received from Central Bank. 
02 Treasury incorporates in its books not

Departments effected either in Sri Lanka 
only its receipts and payments but also all the transactions of other Govt.or abroad. The titles of the accounts maintained in the books of the Depts.should correspond to the titles of Treasury Accounts. There are main ledger accounts as well as accounts subsidiary tototal accounts in Treasury ledgers,
 

Most of the Treasury Accounts are now computerised 
 and some of the accounting books maintained in the Treasury
are given below: 

(1) Cash book 

(2) Main Ledger 

(3) Journal
 

In addition to this, subsidiary accounts are maintained to record 
the transaction of Government Departments. Your
reference is requested to F.R.423 in this connection.
 
Under F.R.428 the Treasury has to prepare 
a trial balance of the main ledger quarterly and a statement of thebalances of the accounts summarised in groups. This is calledTreasury as appearing in its books of accounts 

the General Statement of Assets and Liabilities of theat the end of the quarter.Under F.R.430 the Treasury has to publish asa Sessional Paper Statement of the Assets and Liabilities as disclosed in Treasury Books as at 31st December of everyyear including-

I - Statement of Investments
 

2 - Statement of Outstanding Amount of Funded Debts on 
Loans and of any other Sinking Fund.
 

3 - Any other statement as may be necessary
 
You are given 3 statements relating to Island's Accounts along with 
 this note for reference. You will observe that theTreasury maintains its records and publishes its accounts in keeping with the principles of double entry book keeping.Even in your Departments this system is ',nllowed. 
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ROLE OF THE GENERAL TREASURY
 

In simple terms the role the Treasury is that of a Treasurer of any Society, Association or Union, basically undertak­
ing cr charged with 

- the Collection of Revenue (i.e. Subscriptions, Donations or other levies) 
- the Custody of monies and Funds 
- Expenditure (efficting payments) and
 
- Accounting for Receipts and Payments.
 

The General Treasury has performed these basic functions over the last several decades and more. It is the Finance 
and Accounting Dept. for almost two centuries. Sri Lanka Government however, like a large Company which has 
branches or subsidiaries has numerous departments which are but different establishments of one Organisation. 

Therefore the Treasury's functions become a little more complex. 
i. 	 Collection of revenue is by a number of Departments. They assess the amounts too. But Treasury makes 

final estimates and monitors collections. 

ii. 	 Custody of money - Again every Dept. and Ministry does it. But Treasury make regulations for safe
 
custody, Banking and oversees operations.
 

iii. Treasury is also the custodian of the Consolidated Fund and other Funds and accounts of the Govt. and is 
the final repositoy of cash and other valuables. 

iv. 	 Payments and Expenditure. Agair: different Departments effect them. But it is out of Imprests given by the 
Treasury.
 

Summaries of Abstracts of Receipts and Payments of other Dept. received at the Treasury and Consolidated to 
prepare the ACCOUNTS OF THE GOVERNMENT ON A RECEIPT AND PAYMENT BASIS. 

Many other additional functions of national importance are performed by the Treasury. 

Economic Affairs 

The Treasury deals with Banking and Capital markets, and Multi-lateral Institutions like IMF, World Bank, etc. 

Fiscal Policy Division 

It also deals with Revenue Estimates, Tax legislation, Tax Amnesties, Tariff Policy, Import duties, Export duties etc. 

External Resource Division 

It also attends to Aid negotiations, Aid disbursement, External debt and Management and monitoring. 

Public Enterprises Division 

The Treasury also evaluates performance of State Corporations/Boards on a regular on-going basis assisted by the 
C.O.P.E. . Closer monitoring of Advance A/c activities is also undertaken. 

Intbrnationai Economic Co-operation 

This activity is of more recent origin. Treasury also coordinates and services the activities of the Foreign Investment 
Advisory Committee (FIAC) and is participating in Seminars and Fora relevant to International Co-operation and 
Investment. 

Commercialisation of Public Enterprises 

The Treasury also studies matters connected with the commercialisation of Public Enterprises and helps Ministries in 
the (i) Divestiture of Government-owned Business Undertakings and also conversion of Corporations into Public 
Companies. 

Accounts and Payments 

The Treasury handles the Account work pertaining to all the Gn,t. Departments and Ministries.It also attendto the 
following:-

Foreign Accounts activities
 
Foreign Loans and Foreign Aid Grants
 
Repayment of Foreign Loans
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Budgeting Activity 
One of the central tasks of the Treasury is the preparation of the Annual Budget.Fromcapital expenditure is determined recent times provision foron the basis of the Public Investment Programme prepared by the NationalPlanning Department of the Ministry of Policy Plenning and Plan Implementation. 
Supplementary Estimates and Supplementary Special Law are also matters for the Treasury.

4. It would now be appreciated in shoulder,ing all these responsibilities the Treasury naturally assumes an Advisory roleto the Government and specially to its Minister/ the Minister of Finance. 
In the discharge of these functions the Treasury is divided into the following Divisions. 

Budget Division External Resources DivisionAccounts and Payments Division Public Enterprises DivisionFinance Division International EconomicCo-operationEco.iomic Affairs Division Division
Commercialisation of PublicFiscil Policy Division Enterprises Divisionand Investigation and Internal Audit Division servicedby the Central Administration Division 

5. Finance Division 
The Finance Division activities become of special importance to Government Departments and their accounts.This Division deals with problems of Accounting systems.

Waivers under F.R. 115, re lapsed payment.Tenders - nominations of officers to serve as representative of Secretary to the Treasury on Tender Boards.Appointment of Technical Evaluation Committees.
Procedural lapses and deficiencies observed in the processing of tenders.
Write offs in 
 terms of FRI09(])

Revision of Financial Regulations.

Publication ofTreasury Minutes

Operation of the Government Insurance Fund.
Ex-gratia payments by way of compensation under FR202(l)
Payment of Stamp duties to Local Authorities.
 
Transfer of Stamp Revenue

Issue of Circular instructions pertaining to alove.
 

Whatever stated above explains the role of the Treasury . It performs many function in fulfilment of the role cast onthe Minister of Finance by the functions vested in him by the President in assigning functions and also otherfunctions and responsibilities cast on him by other Acts of Parliament e.g. The Finance Act No- 38 of 1971. 
6. FINANCIAL CONTROL 

Apart from all these the Treasury plays a principal role in the control of financial operations of other Govt.Departments and Ministries. This mostly manifests in the following instances.
 
Estimate stage 
 Consideration of New proposals and budgetary requests and Supplementary

Estimaies.• 
Imprest stage Even though Provision appears in the Estimates and Appropriation ActCash Imprest has to be sought. tmprest forecast and monthly Imprest re­quests. 
Cash Balance Control The Treasury can and do recall money already disbursed or lying withDepartments in excess of their requirements.Accounting Control The Title of Accounts or Chart of Accounts is also determined by the Trea­

sury. 
Bank Accounts operations Treasury approval is necessary for opening of new Bank Accounts. 
Procedural Control Financial Regulations and circular instructions spell out a procedure which 

has to confirm to the specific matters.The Treasury plays a major role in the Financial Management, the Financial Administration and Economic sphere ofGovernment activity. 

A.N.Fernando 
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