
2 13 !. " Q AP.. 


CENTRAL ENVIRONMENTAL AUTHORITY 

FINAYNCIAr. I[ .. AbEtMENT SYTMkEVIEW.-X 

USAID-IQC - D/O " 383-0499-C-0]-3452-0O 

;-!I ERNST& YOUNG 
DECEMBER 1993 



+
01ERNST& YOUNG •(]l'le11ed A'CCOMLMISfl a Ivloh'mv..... +,." 

201.1b I m H'im Icih. , 1620 1 Il1't()v v, 
1.EU 11'.xI 0 Il. I -10), it'll 

Colorolt . r rk _,ll!:Iri+d]h.( d m~ 

WR!-W/IDTR/SK 

December 29, 1993 

Mr. Mark Anderson 
Executive Qficer 
USAII) - Mission to Sri Lanka 
P.O. Box 106 
Colon bo 

DearSir 

LQC -DIO No.383-0499-C-01-3452-00 

As requested by you vide he above Delivery Order, we have now completed 

the financial ncnagement systems review of the Central Environmental 

Authority (CEA) and have pleasure infonvarding our report in this regard. 

We trust that the i!fbrmation contained in this report is adequatefor your 

purposes. If however, you require any.further information or"clarification in 

this connection, p),ase do riot hesitate to contact us. 

We also wish to place on record our appreciation of the co-operation and 

assistance provided to us by the management and staff of the CEA and the 

ControllersQffice and project personnel at the USAID Mission. 
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EXECUTIVE SUMMARY
 

BACKGROUND 

Ernst & Young was requested by the USAID Mission to Sri Lanka to carry 

out an assessment of th adequacy of the financial management systems of 

the Central Environmental Authority (CEA). 

The CEA was established in 1981 under the provisions of the National 

Environmental Act No.47 of 1980, as the regulatory authority responsible 

for the protection, maiiagent and enhancemcnt of the environment. 

Currently, the CEA is involved in the implementation of the USAID funded 

Natural Resources and Environmiental Policy Project (NAREPP) through the 

main cciitracior, (lic International Resource Grotip (IRG). 

OUR APPROACI I 

We obtainied the existing accounting and internal control systems of the 

orgaanisation through inquiry and observation, and documented same using 

1low chart!3. We also walked through a few transactions to confirm our 

tinderstandfig of' tile doci Iiuented system. 

We also discussed tlie weaknesses observed in the accounting and Internal 

control systems and the recommendations made thereon wlth the 

management of CEA. 

RESUUFS 

The main observalions made during the course of our review are discussed 

in dcetail ill Section 5.5 of this report. A summnary of our recommendations 

in order to improve lie financial management systems of CEA are as 

folows: 

" 	 Adequate follow up action should be taken on internal audit reports. 

(Sec. 5.5.1) 

S cThe 	 statements inInternal Auditor should also review the financial 

addition to the checks performed oi tile internal control systelm Of the 

Authority. (Sec. 5.5.1) 
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" 	 Mail should be opened by the Peon in the presence of a responsible 

officer of the organisation. (Sec. 5.5.2) 

* 	 Banking of checks/money orders should be done promptly and the 

receilpts should be sent to the relevant departments without delay. 

(Sec. 5.5.3) 

" 	 Adherence to set procedure with regard to cancellation of supporting 

documents should be ensured. (Sec. 5.5.4) 

* 	 The Director Finance, should peruse the Advances Register on a 

regular basis to ensure settlement of cash advances on Clue dates. 

(Sec. 5.5.5) 

According to the management of the Authority, most of the above 

weaknesses are as a result of inadequate staff. Therefore, we recommend 

that. a comprehensive organisational review of the CEA be carried out to 

determine the 1 )lInum required the andop0 cadre for smooth efficient 

functioning of the Authority. 
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1.0 BACKGROUND OF THE PROJECT
 

1.1 Introduction 

The Central Environmental Authority (CEA) was established In 

August 1981, under tile provisions of the National Environmental 

Act No.47 of 1980. The Authority initially functioned as a policy 

iaking and co-ordinating institution. With the 1988 amendments 

to the National Environmental Act, the Authority was transformed 

into an essentially regulatory institution. The Authority presently 

functions directly under the Ministry of Environment and 

Parliamentary Affairs where a project Ministry of Environment also 

has been established. 

At present, the CEA is involved in the implementation of tle USAID 

funded Natural Resources and Environmental Policy Project 

(NAREPP). 

Tie ptmrpose of the NAREPP project Is to assist (he Government of 

Sri Lanka to Improve public and privatc institutional performance 

in fornulatlng and implementing effective environmental policies 

and developing sustainable and environmentally sound development 

programis. 

The i)roject was commimssioned in June 1990 wIllh an expected life 

span of seven years. 

1.2 Components of the NAREPP Project 

The four major components of the project are described below:-

Natural Resource managemuent 

The project will sul)port the various agencies charged with 

meeting the rcquirenicnts of the National Environmental Act. 

Support will concentrate on enhancing natural resource 

planning and management capabilities in core environmental 

agencies and stinulate development of these capabilities in 

tihe private sector. 
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" 	 Special Protects 

The project will sUl)ort special projects designed to develop 

and tcst new forus of i)ublic - private partnership, that can 

contribute towards more effective natural resource 

management at the local or regional level. 

* 	 Impact Assessment and( mianageiment 

Tle project slipports efforts to improve government and 

private sctor investmenl decisions, as xvcll as operating 

policies by ensuring better analysis of alternative uses of 

natural resources ain(l better tmdersIanding of how decisions 

,all a ffect environmentat resoirce endlowxinenlts. lence, tile 

project vill p-ovi(le regiular training in specialized areas such 
as ellviro)lOienlial lmaageneit and environmental assessllent 

for government ai (1 privatI sector personnel. 

* 	 Public Education and Part icipation 

Citizens at the local and national level need to become 

edicaie(l in environmenl tal matiers and to take the initiative 

to particit ate in tile decision process. Hence, this 

component of tle project will build on and expand the 

participvatory framework for environmental and economic 

decision making. 

1.3 	 Project Funding 

The budgeted cost of the project is US$ 16 million of which 75% 

ainou nting to US$ 12 million is to be fnlded by an AID grant. The 

balance 25% amomiling to US$ 4 million is to be funded by the 

Government of Sri Lanka. 

International Resource Group (IRG) is Ile main contractor 

responsible for the NAREI1P project, whilst tlie Ministry of 

Envi ronmicnlt is responsible for the overall monitoring and 

assessment of project performance. 

As a result CEA does not maintain records pertaining to USAID 

finds explendled on the project. 
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At present, the only form of assistance provided to CEA by USAID Is 

the procurement of certain commodities through the main 

contractor. 
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2.0 SCOPE OF THE ASSIGNMENT
 

2.1 Objective. 

Ernst & Young was requested by the United States Agency for 

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

out an assessment of fhe adequacy of the financial management 
systems of the Central Environmental Authority (CEA). 

2.2 	 Tasks. 

We were required to cary out the following tasks in achieving the 

above objective as given in the relevant Delivery Order. 

I. 	 Review and comment on (he legal status, goals, organisation 

structure, sirtcttle of the finance division and sources of 

fundiig of the organisation being assessed. (Section 3.0) 

II. 	 Review and comment on the administrative and management 

capabllity of the organisation, tle finance division and in 

parti'iiar the management of the USAID sponsored project. 

(Section 4.0) 

Ill. 	 Review, document and comment on the accounting system In 

place. accounting records maintained and internal controls 

etc. 

In connectlon with the above, we were also required to assess 

lie adequacy of the organisalion's invoice examination 

capability, payment procedures and internal controls In 

connection with approval and paymenlt of invoices. (Section 

5.0) 
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IV. 	 Review and comment on the internal control system to 

determine: 

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

* 	 Accounting 

* 	 Procurement (Contracting) 

* 	 Collection 

* 	 Voucher Payments 
* 	 Reporting 

(b) 'Fle effectivCness of the current internal controi system 

with regard to the management of funds. (Section 5.0) 

V. 	 Review and comment on the contract management 

capabilities and procedures to advertise, solicit, negotiate, 

award aid adminislr contracts both fox" ro,,mmoditics and 

services. (Section 6.0). 

VI. 	 Review and (Iocu incutI tie inventory control procedure of the 

organisation, including tihe adequacy of maintenance of asset 

registers. (Scction 7.0). 

VII. 	 Ensure the coml-Ilance will laws and reIgulations by the 

agency. (Section 8.0). 

VIII. 	 Review tlie adequacy of the recording and reporting 

procedures of the counterl)art contribution under the AID 

giant. (Section 9.0). 
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2.3 	 Our Approach 

The following procedures were adopted by us in carrying out the 

above tasks: 
" 	 Reviewed the agreement between the USAID and 

Government of Sri Lanka (GOSL) to obtain all understanding 

of the terms and conditions of the contract, the background 

of the project and [le implementing agency etc. 

" 	 Reviewed the National Environmental Act to ensure that the 

Agency is complying with the relevant, regulations. 

" 	 Obtained the existing accounting system through inquiry of 

client personnel, and available documentation such as 

systems manuals etc. 

Documnenied the existing system through the use of flow 

charts. 

Performed walk-through tests and observed the client 

procedures to ensure the proper implementation of the 

docunllented system. 

Discussed the inain areas of concern/wcaknesses relating to 

tihe account.ing and internal control systems and 

recommendations made there-on, with the management of 

the Authority. 
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3.0 OPERATING ENVIRONMENT
 

3.1 Legal Status 

The CEA which functions under the Ministry of Environment & 

Parliamentary Affairs is an Authority established under the National 

Environmental Act No.47 of 1980. 

3.2 	 Responsibilities of the CEA 

CEA is the reIgulatoy autihority in Sri Lanka which is responsible for 

the protection, management and enhancement of the environment. 

As regards the NAkEPP project, CEA is mainly involved in the 

nahliral resource managcniei t aiid i mpact assessment. and 

ianagemnent compolents of the prolect. 

For this pm)ose, USAII) lipports the CEA with technical assistance 

and l)rocureLIIenit of conmiocliics required for the implementation 

of tlie project. This assistaiwe is effected dhrough IRG, the main 

contractor to Ihe NAIREPP )roject. 

3.3. 	 Organisation Structure 

Thie organisation st ructure of the senior management of CEA is 

given in Exhibit 3.1, whilst the organisation structure of the 

Finance Division is depicted in Exhibit 3.2. 

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

approvecd cadre is 150 employees. 

3.4 	 The Finance Division 

Tihe Finance Division is headed by the Director Finance, who is a 

Chartered Accountant. She joined the CEA in the early part of this 

year and since then has been instrumental in rectifying several 

weaknesses relating t.o the internal control system of the 

organisation. 
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The Accountant Is also an associate member of the Institute of 

Chartered Accountants of Sri Lanka. Thercfore it appears that the 

Finance Division of the CEA is staffed with professionally competent. 

personnel. 

The respective duties of tile personnel in this division are 

described in Sceclion 5.3. 

All books of account of the CEA are maintained manually. 
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4.0 ADMINISTRATIVE AND MANAGEMENT CAPABILITIES
 

It appears Ihat. (lie Atulhority has an adequately qualified and experienced
 

Senior management can as evident from the related details given below.
 

DESIGNATION NAME YEAR OFT 
APPT. 

Chairman A.A.G.K. 1991 
Anaralmiga 

Dlector V. U. 1993 
Ratnayike 

QUALIFICATIONS 

[B.A.- (lions) - 2nd class 
Uhiversity of Ceylon 

Diploma in Siirveying -
Universily of l.oncloi 

Diplonina I Managenient 
Development -
Acadeniv of 
Adinisi alive Studies 

Cer'lifcate of Corporath 
Planning - NI 0 M 

Certificate oii I lousing, 
Property Development 
and Management -
Centre for IHousing. 
Planning a oct lgndl31liiig. 

Certificate on Feasibility 
Analysis tl Small Scale 
and Medliii Scale 
Projects. 

Fellow of (lie Instilulhon of 
Survey ,iigtncers (S.fl 

Licenltaie of lie hlstitite 
of Surveyors 

I. Sc. 
(Sri Jayawardri;pira] 

MSc. "'erpent. 
Chemistry IPerfumeryl 
(Prague) 

Phi. Ii iariiiaccuical 
Cheniist ry 
(lllversiy of Wals) 

EXPERIENCE 

1957 - 1966 
Assistait Superintendent 
of Survey. 

1967 - 1970 
Superirtendent of 
Silveys. 

1971 - 1974 
Assistant Survevor 
General 

1975 
Depty General manager. 
State Gei Corporation 

1976 - 1977 
l)cputy Sireyor General 

1978 Io Feb. 1990 
Secnior Manager 
(eg lonal Planing and 
Area Adiniisl rat in) 

Feb. 1990 -Jo ne 1991 
Director. Regional 
)evelopmcent and Eiv. 
l'lannilng 

1967 to 1968 
University Leeturer 

1972 - 1985 
CISIR 

1985 to 1986 
Ayi vedle Drugs/WITO 
pro)ject 

1986 to 1988 
lharmaceutical Project 
J ICA/ Iia rivact uIteal 
Corporation. 

1988 to 1993 
Coca-Cola Syslem 
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DESIGNATION NAME YEAR QUALIFICATIONS EXPERIENCE 
OF 

APPT. 

Deptly Director K.G.). 1985 MSe. Clieical 1973- 1979 
(Gemeral 13andiratlake Engineering Speelalised National Paper 

In flasle Organic orp('orlorati on. 
Petrocheiical Synthesis 

1979 - 1985 
Greater Colomnbo 
l Coz)oIlicIc ComiI ssion. 

Dircelor SE. 1983 iSc. 1981 - 1982 
(National Yasarattne MSc. Unliverstiy of Colonillo 
Resoti rces lcl urer. 
li nagelwell 1) 

)lector RRW. 1984 BlSe. 1974 
([, ivilron e It Ellepola MSC. University of Colombo. 
Protiection1) 

1974- 1975 
Government Annlysts 
l)epartnent. 

)iretlor A. 1992 BA - 1967 1967- 1973 
(Adnhlilslrallnn) Gtnawardena Diploma in Personnel Ceylon Transport tDoard. 

Managemcnt. 
1973 -July 1979 

Post Graduate i)lploma in Stale l)evclnpment & 
General Mana.genent Construction 
A.V.13. Corporation. 
The Netlerlads 

July 1979 - Sept. 1979 
Cement Corpora olln. 

Sept. 1979 - 1992 
Coconut Ciiliva llon 
t3oa rd. 

I)lrector S. 1993 P.Com (Special) 1980- 1987 
(F1111ice) laranlasothy National lous ing 

AssocIale menber of (lie Development Authority 
Ilstliite of Chartered 
Accountants- Sri lanka 1987 - 1988 

M/s. Ilaqque Marlin & Co., 
Chartered Accot ioa n is. 

1988- 1989 
M/s. Alyar & Co. 
Chartered Accountants 

1989 - 1990 
M/s. Eugapalan & Co. 

Chartered Accountants 

1990- 1993 
National Arluale 
Resources Agency. 
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5.0 ACCOUNTING AND INTERNAL CONTROL SYSTEMS 

5.1 	 Existing Systems 

The existing accounting and internal control systems of CEA are 

depicted by the flow charts annexed to this report. 

Our observations an(d reconiilenclations with regard to these 

sysiems are discusscd in Section 5.4. 

5.2 	 Audit Procedures 

External Audit 

The annual statutory audit is carried out by the Auditor General of 

Sri Lanka as stipulated by the National Environmental Act. The last 

annual report available is for the year ended December 31, 1991. 

However, we were informed that the audit for 1992 is also 

comn)leted, though the report has not been formaly issued as yet. 

Internal Audit 

In addition to the statuto y audit, CEA also has its own Internal 

Audit 	unit coinprising one Internal Auditor and an Audit Assistant. 

However, this Unit was created only in the latter part of 1992. 

We have reviewed the internal audit. progranis and audit reports 

prepared by the unit for adequacy and competency and conclude 

favourably. 

The aut.it reports are sent to the Chairman on a quarterly basis for 

necessamy action. However, we noted that the follow up action Is 

inadequate, which results in the Internal audit being ineffective. 

The adequacy of the internal audit function is further discussed In 

Section 5.5.1. 
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5.3 	 Accounting Records 
All accounting records of the CEA are maintained manually. The 

main books of account. and control registers maintained by CEA are 

described below:
* 	 General Ledger (GI,) 

At month end a clerk enters all payment vouchers and journal 
vouchers in the General Ledger. 

* 	 Fixed Asset Reaistcrs 

Fixed Asset register, records all receipts and issues of every 

article. Separate registers are maintained for 

LaboratorY cqui)ipilent 
lFurniture 
Office equipment 

* 	 Advance Regaister 

All payments rna:le in Advance to procure gonds or services 
are recorded in this register. Also settlements of the 

advaices are recorded in this register. 

* 	 Voucher RCister 

All payment vouchers raised and approved are serially 

numbered and e In this register.'red 

* 	 Cash Book 

CEA maintains two separate cash books in order to record 
funds received from the Treasury and funds received from 

NORZAD. 

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

and a stamp register. 
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5.4 Duties of the accounting personnel 

The various duties and res)oflsibilities of the personnel in the 

Finance Division are sulnmarised below: 

Director Finance 

As head of the finance division, the Director Finance is resl)onsible 

to the Director General. As such, shc is involved in reviewing and 

approving all finance related activii es as given in the annexed 

systems flow charts. She is also involved in providing management 

information to tile Board of Management, Ministry of Environment 

and Parliamentary Affairs and the Treasmy. 

Accountant 

The Accounts Accountalt is resl)onsible for the certification of all 

vouchers, pmrelaration of the filial accounts, and overall supervision 

of the accounls deparlmtient. She is also the custodian of duplicate 

key to tile iron safe used by shroff. 

Accounts Assistant 

The Accomints Assistait Is the acting slroff and as such Is 

respoIisible for .111 ll oiies at lie office. He is also responsible for 

he letty cash iiiprest. 

Ill olr ol)ilion, this vacancy should be filled by a proper shroff with 

a fidelity deposit. 

Clerk - I 

Maintains employee cards and statutory files. She Is also 

res)onisible for the preparationi of salaries and wages and all other 

matters relating to the above subject. 

Clerk - 2 

Maiiitains tlie advance register and payment of advances. This 

Clerk isalso responsible for the preparatIon of journal vouchers, 

and posting of tlie ledger and journals. She Is also res)onsible for 

tile bank reconciliation of the NORAD bank account. 
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Clerk - 3 

Maintains reccipt and izayment cash book, custodian of check books 

and writing checks. 

Clerk 4 

Preparation of nion lhly cash flow, monthly budget and actual 

expencli ttre statement with variance for the submission to the 

3oard. Sihe is also responsible for maintaining (he voucher register, 

assisling (lie shrolfl in his al)sence, and assisting in tihe preparation 

of miionthly trial balance and half yearly accounts. 

Stores 	Clerk 

This Clerk is responsible for the reeciptS and issucs of goods fr'om 

stores 	and maintaining stork levels, using Bin Cards. She Is also 

res)onsible for maintaining lhe Storcs Ledger, Invenlfory Register 

and 	Fixed Asset legister. She is also involved in lhe seiiii annual 

and 	year end physical inventory; stock verification )reparation of 

monthly, (luarterly, Imlf yearly and annual invenltol records. 

Stenoj'ytpist 

Responsil)le for maintaining Ile inward and outward registers and 

all stmograplhical aid related work of tie finance division. 

5.5. 	 Review of Internal Controls 

From our review of tlie ifilernal control systems of the Authority, 

tie following weakncsses and instances of non coml)liance with the 

existing systems were observed 

5.5.1 	 Observation: 

A r-eview off the interucal audit function of CEA revealed the 

following; 
* 	 Inadequate follow up action on IA report sique-rles: 

Althugh quarlerly reports are subitted to Chairman 

and relevant officials for action, we did n'ot ol)sere 

ad(lquate action taken iii this regard. (Refer section 5.2) 

* 	 Minimal emphasis on review of financial statements: 
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It appears that (he main emphasis of the IA function at 

CEA is in regard to internal controls, where as little or 

no attention is given to the financial accounting aspect 

of the organisation. 

Tmplication: 

Inadequate follow up action on IA reports makes the entire 

interval audit function ineffective. The findings and 

recommnendations of the Internal Auditor will be in vain, if 

action Is not taken to rectify tle identified weaknesses. 

Consequently, it allows for fraud or error to occur in the 

future as well. 

An atialyt cal review of (lie financial statements of an 

organisation assists an auditor to ideniilfy significant areas 

for audit attention. The identification of such areas enables 

an efficien t audit. Therefore, review of tihe finanicial 

accounts is an integral part of the IA fli (.ion. This would 

also reduce external audi iqueries and thus speed Up tile 

statitoly audit. 

Reconenieidat ioil:
 

We strongly recommend tihat tle Chairman be responsible 

to ensure tihat relevant actlon is taken by the responsible 

officers with regard to IA queries. 

A copy of Ihe montlly financial statements should be made 

available to the IA uilt for review. Also, the final accounts 

shouild be given to the Internal Auditor prior to the 

commencement of the external audit.. 
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Managcelent's Comments: 

Internal Au dit Unit was started during late 1992 and until 

July 1993 Internal Auditor I'unctioned alone wtlihoat any 

assistance. iurrig tihe latter part of 1993 CEA was able to 

give hiim an assistant. I lowever, np to noxv we have nlot beent 
able to givc- even a typist to this unit as no approval has been 

granted by Ile relevat autlhorities fir such an appointient. 

Dtlring (lie Ipriod iiniler review, (lie Internal Au(ditor has 

raised lany quecries on lapses ol r'vl.nIe accont, 

expenditure accounmt and NORAI) Fund Account. On ihe 

dlirection of the Clmairman. such investigat ions arc done 

I'roll lille to tile. 

Withl lie approval of ihe Chairnman, relevant qneries/rcports 

are referred to lie head of various divisions for 

reports/iecessary action. Lack of a typist/steno has been 

one of the mnaiin constraints f'or reporting oi various issues 

of the CEIA. 

5.5.2 	 Observation: 

The mail is opened by a Peon without any suLIervision. The 
lcoi tlen cot ers checks/money orders in a "check 

Register" andul submit saime to a Secretary (Steno). (Refer 

annex - Flow Chart I 2, 

Implicationi: 

In the absence of adequate supervision, the existing system 

provides for cefalcation of monies received by post. 

Recomiin dat ion: 

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

responsible officer of the Authority. This official should 

then reconcile tile checks/money orders wviih tle check 

register before forvarding It to the Secretamy. 
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Manageinent's Comments: 

Administrative Officer of tile Administration Division Is 

responsible for both inward and outward mall. Your 

recommendations have bee noted and action has already 

been takel Il this regard. 

5.5.3 	 Observation: 
The existing receipts system allows (he shroff to keep the 

receipt for two weeks before forwairding It to the relevant 

division. (Refer Annex - Flow Chart It 2). 

Implication:
 

Tlits procedure has several implications:
 
0 It allows for temporary misapproprlation (rolling) of
 

funds by the sliroff. 

* 	 It would result in delays in )anking of receipts, which 

may have an addilional cost in tlie form of Interest, If 

the Atithority is operating on an overdraft. 

* 	 It results in operat ing Iefficiencies, as (he payee has to 

wait for a minimui of two weeks from the date of 

payment to process an application. 

Recomnietidation: 

In order to eliminate unnecessary delays in banking funds 

and processing aplplications etc, we recommend that the 

shroff directs all recelpts to the relevant department upon 

actual realisation, ralher than vait for two weeks. In our 

opinion, tills should iot. take more than 3 - 4 (lays from the 
rhl I 	 (t- f rp'PeinI 
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MaIagemient's Comments:
 

As indicated by you ihere is no possibility of temporary mis

appropriation of funds according to Ihe I)rocC(Lure followed
 

by (he CEA. The receipts arc issued vith 3 copies.
 

" Original - Issued to the apl)licant immediately, if 

paid in cash, 

" First 	Copy - Finance Division 

" Second Copy - Relevant Division 

" Book Copy - Retained by the Shroff 

In the 	event ihe payment is Imacde by Money Orders/Postal 

Orders/Cheques, the Shiroff delays the issue of the second 

copy of the receipt unt il the moneys are realised. 

E&Y's 	 Commelicnts 

Altholgh the a(bove systemo will preven I total 

mlisippropriationoffIti(s, it still cannot prevent temporary 

misapproplriations. 

5.5.4 	 ObservBition: 

II was observed from our walk-ihroutgh procediures that on 

several inst ances, tlie supporting documents for petty cash 

imylnents have not been cancelled after payment, even

though tihe system provides for it. Therefore this 

observation rclates to a non-compliance of the existing 

sysieni. 

InplicatILons:
 

Non caIcelling of Sul)lrt ijig is result, in
dlocumen may 

duplication of payments. 
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Recommendation:
 

In order to ensure that supporting documents (invoices) on
 

which payment has already been made are not resubmitted,
 

they should be cancelled as paid. We recommend that the
 

Accountant ensures adherence to this procedure at the time
 

of certifying the payment.
 

Managemuent's Coumuents:
 
Petty casli vouchers are cancelled by the Shroff by placing a
 

mark thus (,/). Hlowever, as suggested 1)y you arrangements
 

have been made to issue a rubber slamp for the cancellation
 

of paid cash vouchers.
 

5.5.5. 	 Observation: 

A responsible officer does not review the Advances Register, 
which has resulted in long over clue settlement of cash 

advances. 

Implication:
 

As noted from our review of the Advances Register and
 

internal audit. reports, there were several cash advances not
 

settled within the sliptulated period of seven clays.
 

Recommnendation:
 

We suggest that the Director-Finance peruse the Advances
 

Register on a weekly basis to ensure settlement of cash
 

advances oni die dates.
 

Management's Comments:
 

The D)irector Finance checks the advance register from
 

time to lime and reminders are sent to the persons
 

concerned. If there are delays in settling them this will be
 

streaiii-liled as recommended by you,.
 

E&Y's Cotmoients 
Our ob,;ervation owasbased on a review of the Advances 

Register. This issue was further ratlfied by tie internal 

audit reports. 
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5.5.6 	 Observation: 

When p)erfoIrming a wlk through of the advance payment 

procedure, we observed several instances where journal 
vouchers were not approved by (lie Accountant. This is an 

Instance of non compliance of the existing system. 

Implication: Um iuthorized entries may be made in the 

general ledger. 

Recommendation: 
Thc Accountant. should Cnsurc adherence to stipulated 

procedure by lhc relevant Clerk. The internal Auditors 
should also carry out regular reviews to ensure the validity of 

entries nade in Ilie general ledger. 

Management's Comments:
 

Director Finance states that all journal vouchers are
 

approved by the Accountant before posting the ledger.
 

Internal Audit will car out a regular review as suggested by
, 

you. 
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6.0 CONTRACT MANAGEMENT CAPABILITY 

6.1 Contracting Procedure 

Generally all purchasing is done via tender )rocedlre. At the 

beginning of each financial .,car, CEA calls for applications thriough 

a press notification and selclted supplicrs are registered. 

When pn rchases are to he lilade, ciotatioiis arc called fr'oir a 

minimum of three rCistlered suppliers. 

Athorisation liiiiits enlrustled, to Senior Officials for expenclit.nre is 

as follows:

(1) Direclors - tipt)o Rs. 10,000/

(2) Director General - upto Rs. 100,000/

(3) Chairman - tipto Rs. 250,000/

(4) The Aulhority - > Rs. 250.000/

6.2 Management Capabilities and Personnel Involved 

All scaled (jilolalions received arc opened in the presence of three 

officials. (i.e. two officials froiii the Adlministration i)epart men t and 

oie official froi any other departlnwnt). All three officials sign on 

le qimlotat ios and tle date stlam l) is atixecd. 

The Tender Hoard consists of tihrCe officials. They include the 

relevani official with fiiamcial atilhority (see above), an official from 

fhe u i t ot 'igin of tle imrchase a id the Director Administration. 

6.3 Types of Contracts 

The ma iii conlracts emi red into by the CEA arc for the 

comislli-netll of, hiildlimgs and parltitioning of buildings. In addition, 

lie Atiorily has also contracled services on a few instances. 
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7.0 INVENTORY CONTROL PROCEDURE
 

A major portion of 'he inventory at CEA comprise of stationery. 

(Approximately 85%). Items such as furniture and equlpiient, tyres and 

tubes etc. are despItched direct to the relevan' location. 

The Int ernial Audit Unit. of Ihe Authority has carried out a comprehensive 

review of tle in ventory coiitrol proceitire (iring tle current year. The 
report reveals several linor weaknesses and instances of non

compliance of set. procedures alonig with necessary recommendations. 

)uie to the ilnsignificant natllre of the items in stock and the above study, 

we lfiinaed our study to a discuission of the IA report and documenting 

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

The National Environmental Act No. 47 of 1980 is the main statute 

governing the powers, functions and duties of the CEA. 

Ilnaddition to the above Act, the CEA should also confirm and adhere to 

tle laws ad r'egulations stipula(ed by the Finance Act No. 38 of 1971, 

Ministy and Treasury directives and extraordinary gazette No. 595/16 -

February 2, 1990 under the Act No. 47 of 1980. 

Fron ourL1imited review which involved discussions with senior o,.icials 

ar:l perusal of internal audit reports, we did not encounter material 

instances of non compliance with the above mentioned laws and 

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

CEA maintains two separate cash hooks in order to segregate the funds 
received from Ilhc USAID and GOSL from the funds received from 

NORAD. Con-,equently, the Authorily operates two bank accounts: Bank of 

Ceylon - Corporate 3ranch for USAII) and GOSL funds and Hatton National 

Bank - Maligawatte Branch for NORAD funds. 

Monthly expenditure statements as wcll as activity expenditure 
statements of the NORA1) project are sent to the Ministry of Environment 

and Parliamentary affairs. 

Cash flow statlieient5s are prepared monthly and submitted to the Board of 

Manageiient. The cash flow statements clearly identifies receipts from 

MEI'A and payments in respect of the main categories of expenditure 

such as environmental education, environmental awareness etc. 
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