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Environmentally Friendly Solutions Fund Project II (E-Friends II) - 2010   

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

 

1.    Opinion 

 

So far as appears from my examination and to the best of information and according to the 

explanations given to me, except for the effects of the adjustments arising from the matters referred to  

the paragraph 03 of this report, I am of opinion that,  

 

(a) the Project had maintained proper accounting records for the year ended 31 December 2010 and 

the  financial  statements  give  a  true  and  fair  view  of   the  state  of  affairs  of  the  Project  

as at 31 December 2010 in  accordance with  Generally Accepted Accounting Principles, 

  

(b) the  withdrawals  from  and  replenishments  to the  Special  Yen  Account  during  the year 

ended 31 December 2010 had been truly and fairly disclosed in the books and records 

maintained by the Project  and the balance as at 31 December 2010  had been satisfactorily 

reconciled with the accounting records of the Central Bank of Sri Lanka as at that date,  

 

(c) the statements of expenditure (SOEs) submitted could be fairly relied upon to support the 

applications for reimbursement in accordance with the  requirements specified in the Loan 

Agreement, 

 

(d) satisfactory measures had been taken by the management to rectify the issues highlighted in my 

previous  year audit report, and 

 

(e) the financial covenants laid down in the Loan Agreement had been complied with. 
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3.2 Unreconciled Difference 

According to the financial statements presented, the balance of the E-Friends Revolving Fund 

Account II as at 31 December 2010 was Rs. 1,923,418,341 and the corresponding balance 

shown in the statement of Central Bank��of Sri Lanka was Rs. 1,908,910,183 thus showing an 

unreconciled difference of Rs. 14,508,158.  

 

 

3.3 Lack of Evidence for Audit 

Following observations are made. 

 

(a) The information relating to issue of Eligibility Clearance and approval granted for 

sub-loans by the Project Management Unit (PMU) during the year under review were 

not made available to audit.  

 

(b) Appropriate documentation and files with regard to loan applications received for 

sub-projects, project proposals with appraisal reports, loan approval forms, quarterly 

progress reports, etc. had not been maintained by the PMU.   

 

 

3.4 Non-compliance with Operating Instructions and Minutes of Discussion 

Following observations are made. 

  

(a) According to the Minutes of Discussion (MOD) on E-Friends II Project between the 

Japan Bank for International Cooperation (JBIC) and the Government of Sri Lanka 

(GOSL) on 03 December 2003, the JBIC mission and the officials of GOSL had 

confirmed the implementation schedule and measures to be adopted for the 

implementation of the Project. However, according to the information made 

available, it was observed that, the PMU and other concerned agencies had failed to 

comply with the following decisions. 

 

(i) Conducting annual impact study on benefit accrued as a result of the Project 

activities. 

 

(ii) Conducting appropriate public relation campaigns to let the public and end-

users know about the Project. 

 

(iii) Taking all necessary measures to implement the Project smoothly and 

effectively. E.g. many deficiencies relating to recruitment and deployment of 

staff including key posts of the PMU were observed in audit. 

 




















