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1.3

Financial Statements
Qualified Opinion

The audit of the financial statements of the National Youth Corps (Corps) for the year ended
31 December 2024 comprising the statement of financial position as at 31 December 2024
and the statement of financial performance, statement of changes in equity and cash flow
statement for the year then ended, and notes to the financial statements, including material
accounting policy information, was carried out under my direction in pursuance of provisions
in Article 154(1) of the Constitution of the Democratic Socialist Republic of Sri Lanka read in
conjunction with provisions of the National Audit Act, No. 19 of 2018 and Finance Act, No.
38 of 1971 and National Youth Corps Act, No 21 of 2002. My comments and observations
which I consider should be reported to Parliament appear in this report.

In my opinion, except for the effects of the matters described in paragraph 1.5 of this report,
the accompanying financial statements give a true and fair view of the financial position of
the Corps as at 31 December 2024 and of its financial performance and cash flows for the
year then ended in accordance with Sri Lanka Public Sector Accounting Standards.

Basis for Qualified Opinion
My opinion is qualified on the matters described in paragraph 1.5 of this report

I conducted my audit in accordance with Sri Lanka Auditing Standards (SLAuSs). My
responsibilities, under those standards are further described in the Auditor’s Responsibilities
for the Audit of the Financial Statements section of my report. | believe that the audit
evidence | have obtained is sufficient and appropriate to provide a basis for my qualified
opinion.

Responsibilities of Management and Those Charged with Governance for the Financial
Statements

Management is responsible for the preparation of financial statements that give a true and fair
view in accordance with Sri Lanka Public Sector Accounting Standards, and for such internal
control as management determine is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Corps’
ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless management either intend to
liquidate the Corps or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Corps’ financial reporting
process.
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As per Sub Section 16(1) of the National Audit Act, No. 19 of 2018, the Corps is required to
maintain proper books and records of all its income, expenditure, assets and liabilities, to
enable annual and periodic financial statements to be prepared of the Corps.

Scope of Audit (Auditor’s Responsibilities for the Audit of the Financial Statements)

My objective is to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes my opinion. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with Sri Lanka Auditing
Standards will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of
these financial statements.

As part of an audit in accordance with Sri Lanka Auditing Standards, | exercise professional
judgment and maintain professional scepticism throughout the audit | also:

e Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for my opinion.
The risk of not detecting a material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Corps’ internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the management.

e Conclude on the appropriateness of the management’s use of the going concern basis of
accounting and based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Corps’ ability
to continue as a going concern. If | conclude that a material uncertainty exists, I am
required to draw attention in my auditor’s report to the related disclosures in the financial
statements or, if such disclosures are inadequate, to modify my opinion. My conclusions
are based on the audit evidence obtained up to the date of my auditor’s report. However,
future events or conditions may cause the Corps to cease to continue as a going concern.

e Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

The scope of the audit also extended to examine as far as possible and as far as necessary the
following;
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e Whether the organization, systems, procedures, books, records and other documents have
been properly and adequately designed from the point of view of the presentation of
information to enable a continuous evaluation of the activities of the Corps’, and whether
such systems, procedures, books, records and other documents are in effective operation;

e Whether the Corps has complied with applicable written law, or other general or special
directions issued by the governing body of the Corps;

e Whether the Corps has performed according to its powers, functions and duties; and

e Whether the resources of the Corps had been procured and utilized economically,
efficiently and effectively within the time frames and in compliance with the applicable

laws.

Audit Observations on the preparation of the Financial Statements

Accounting Deficiencies

Audit Issue

Provisions had not been made
for the impairment, having found
the possibility to recover
mobilization advances paid for
abandoned construction
contracts that had not been
recovered for a long time,
amounting to Rs. 99,863,619 and
other balances receivable of
Rs.5, 042,601.

Unreconciled Control Accounts

Management Comment

Recommendation

Measures such as appointing Action should be taken to

an arbitrator on

the promptly recover

long-

instructions of the Attorney term arrears.

General to recover
construction advances that
have not been recovered for a
long time, initiating legal
proceedings against
contractors, and making the
responsible parties aware in
writing to settle the relevant
bills have been taken.

ltem

A difference was
observed between
the value of the
gratuity payable as
at 31 December
2024 as per the

Value as
per
financial
statement
S

Rs.
8,402,834

Value as
per
correspon
ding
reports

Rs.
4,938,969

Difference

Rs.
3,463,865

Management
Comment

A journal entry has
been used to rectify
this.  Accordingly,
action will be taken
to rectify it in the
financial statements

Recommendation

Gratuity
calculation and
accounting
should be done
correctly.



financial in the year 2025.
statements and the

value by that date

as per the

information  and

schedules

submitted to the

audit.

1.6  Accounts Receivable and Payable
1.6.1 Payables

Audit Issue Management Comment Recommendation

The value of other payables at Actions were taken to deduct Balances payable
the end of the year under the money retained for should be  settled
review was Rs. 31,692,722, of construction from the advance promptly.

which the balances relating to a  receivable.

period of 02 to 04 years and

balances not settled for more

than 5 years were Rs. 6,277,103

and Rs. 1,316,805 respectively.

1.7 Non-compliance with Laws, Rules, Regulations and Management Decisions etc.
Reference to Laws, Non-compliance Management Recommendation
Rules, Comment

Regulations etc.

@ Payment of Gratuity Act, Gratuity  payments The payment of the Action should be taken
No. 12 of 1983 as should be completed gratuity is delayed to in accordance with the
amended by No. 41 of within 30 days of an date due to the failure provisions of the Act.
1990 and No. 62 of 1992.  employee leaving to carry out the relevant

service. However, clearance work or to
due to various delays claim the rights.

in clearing and not

claiming the rights

since 2018, gratuity

payments of Rs.

2,608,289 were to be

paid to 24 employees

by 15 July 2025.



Human resource
needs had not been
properly identified

and planned, and due
to the absence of such

a plan, new posts
relevant to the
institution and the

skills required for
those posts had not
been identified, and
plans for replacement
had not been
prepared.

It is admitted that Action should be taken
human resource needs accordance with the instrt
have not been identified of the Circular.

and plans have not been

prepared for the year

2024. Necessary action

is being taken to

prepare new plans for

the coming year.

The operating result for the year under review was a surplus of Rs. 27,054,052 as against a
deficit of Rs. 61,951,705 for the previous year. Accordingly, an increase of Rs. 89,005,757
was observed in the financial result. This increase was mainly due to an increase of Rs.
255,658,310 in recurrent grants received from the Treasury.

(b)  Paragraph 3.4 of the
Operations Manual for
State-Owned  Enterprises
introduced by  Public
Enterprises Circular No.
01/2021 dated 16
November 2021.

2. Financial Review

2.1 Financial Results

2.2

Trend Analysis of major Income and Expenditure items

Major income and expenditure items of the year under review had been compared and
analyzed with that of in the preceding year and the percentages of increase or decrease were

observed as follows.

Description Year ended Year ended 31 Difference Percentage
31 December December {Favourable / %
2024 2023 (Unfavourable)}
Rs. million Rs. million
Rs. million
Income
General Treasury 1,085.98 830.32 255.66 30.79
Grants
Income Earned by 256.74 205.47 51.27 24.95

the Corps



Expenditure

Personal 510.76 432.93 (77.83) 17.98
Emoluments
Other  Operating 565.65 464 .47 (101.18) 21.78

Expenditure

Expenditure  for 78.04 49.43 (28.61) 57.88
Youth

Development

Programmes

Expenditure  for 161.21 150.92 (10.29) 6.82

Youth  Training
Programmes and
Recruitments

Even though the total income had increased by 29.63% compared to that of in the previous
year, operating expenses and other expenses had increased by 19.85% as against that.

3. Operational Review
3.1 Management Inefficiencies

Audit Issue

By the end of the year under
review, there were 34 lands that
had not been legally transferred
to the Corps, and without legally
acquiring those lands, training
centers of the Corps had been
constructed on those lands at a
cost of Rs. 2,990.35 million.

Management Comment

Out of the 63 lands where
National Youth Corps training
centers are located, only 29 lands
have been acquired so far.

Recommendation

Land acquisition
activities should be
carried out without
delay.



3.2 Operational Inefficiencies

Audit Issue Management Comment Recommendation

Action should be taken

@

(b)

3.3

Even though the Council should
have appointed 03 Committees for
the functions of vocational training,
youth development and placement
that may be necessary for the
administration of the affairs of the
Council and delegated its powers to
such Committees, the said Sub-
Committees had not  been
established by 15 July 2025, the
audit date.

Even though the Cabinet of
Ministers had instructed to repeal
the existing Youth Corps Act and
pass a new Act to better and more
effectively fulfil the task of
empowering the youth community
in the country, the Corps had failed
to amend the Act accordingly even
after 14 years.

Procurement Management

Audit Issue

Procurement Guidelines had not

The appointment of Committees
under Section 2(4) of the Youth
Corps Act, No. 21 of 2002 is
being carried out as per the
instructions of the Council and
instructions were given to
provide a report regarding those
to be appointed from external
institutions as committee
members for the next session.

Since the Government s
studying the possibility of
operating all currently operating
vocational training institutions
under a single institution, a
Cabinet decision has been
granted  stating that  the
Memorandum  regarding the
tabling of the Youth Corps
Authority Bill in Parliament
should be considered.

Management Comment

Answers have not been

in accordance with the
National Youth Corps
Act.

Action should be taken
in accordance with the
National Youth Corps
Act.

Recommendation

It should comply with

been followed when selecting the given. the Procurement
relevant institutions to conduct Guidelines.
vocational training courses using

external institutions, and

verifications had not been made as to
whether the private institutions
conducting the said vocational
training courses had a valid approval
from the Tertiary and Vocational
Education Commission.
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Human Resource Development

Audit Issue

The number of vacancies in the
National Youth Corps by 31
December 2024 was 269, and 05
senior-level Provincial ~Assistant
Director Posts, 75 Officer In Charge
and Assistant Officer In Charge
posts and 176 Instructor posts,
which are directly required for the
efficient and effective
implementation of the Corps' main
functions of youth development, job
training and vocational education,
remained vacant even by 15 July 15
2025.

Management Comment

Recruitment for the post of
Assistant Director (Training)
has been completed, and
interviews are being
conducted to recruit 06
Provincial Assistant Director
Posts, 17 Officer In charge
posts, 17 Information
Technology Consultant posts
and 15 English Language
Consultant posts.

Recommendation

Recruitment

for

essential posts should

be carried
promptly.

out



