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CEYLON FERTILIZER CORPORATION

ANNUAL REPORT
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AUDITOR GENERAL’S REPORT
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BOARD OF DIRECTORS

Chairman — Mr. C. R. Kuruppu (up to 1985-01-09)

Mr. Piyasena Senaratne (from 1985-01-10)

Working Director -— Mr., M. M. Chandrasena

Director — Mr. Wilmot Weeraratne

Director ~ M. E. S. Edirisinghe

Director —  Mr. C. D. Chinnakene (up to 1985-05-01)
Director — Mr. R. L. L. de Silva (from 1985-05-02)
Dire;tor — Mr. Herman Gunasekera

Director — Mr. M. Etampawela (from 1985-06-24)
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MANAGEMENT TEAM

Mr. G. A. M. S. Bandara
Finance Manager

Mr. D. W. L. Wickremaratne
Administration Manager

Mr. J. V. Wickremasinghe
Shipping Manager

Mr. S. M. A. G. Perera
Purchasing Manager

Mr. T. A. Fernando
Addl. Purchasing Manager

Mr. C. Gamage
Marketing Manager

Mr. P. B. Navaratne
Addl. Marketing Manager

Mr. S. K. R. Gammudali
Internal Auditor

Mrs. W. M. Kamani de Silva
Secretary

Mr. P. K. Fernando
Works Manager, Hunupitiya

Mr. D. C. Dhanapala
Director (Administration & Security)

Mx. S. Puvendran
Regional Manager, Maho Regional Warehouse Complex

Mr. P. P. R. Pinidiya
Regional Manager, Weligama Regional Warehouse Complex

Mr. Ranjit Thilakaratne
Regional Manager, Polonnaruwa Regional Warehouse Complex

Mr. D. K. Ariyaratne
Regional Manager, Anuradhapura Regional Warehouse Complex.
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AUDITORS AND BANKERS

Auditors: Auditor-General
M/s. V.R.K. Do $ilva & Co.,

Chartered Accountants

Bankers: Pebple’s Bank
Bank of Ceylon
Indo Suez Bank
Baﬁk of Credit & Commerce Internaiional (Overseas) Ltd.

Habib Bank
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Ceylon Fertilizer Corporation
Education Employees’ Co-operative,
Society Building,

294, Galle Road,

Colombo 3.

Hon. Minister of Agricultural Development
and Research,

Ministry of Agricultural Development
and Research,

73/1, Galle Road,

COLOMBO 3.

Dear Sir,

In terms of Section 30 (1) of the State Industrial Corporation Act No. 49 of 1957 and in
terms of Section 14 (2) of the Finance Act No.38 of 1971, 1 have the honour to forward herewith
on behalf of the Board of Directors, the report of the Ceylon Fertilizer Corporation for the period
01.01.1985 to 31.12.1985.

Y ours faithfully,
PIYASENA SENARATN
Chairman, :

Ceylon Fertilizer Corporation

1986.04.29.
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CEYLON FERTILIZER CORPORATION

REPORT OF THE BOARD OF DIRECTORS FOR THE FINANCIAL YEAR ENDED
31ST DECEMBER 1985

1. The Board of Directors of the Ceylon Fertilizer Corporation takes pleasure in submitting
the Annual Report and Accounts of the Corporation for the year 1985.

2. Board of Directors

The following constituted the Board of Directors during the year under review:

Chairman : Mr. C. R. Kuruppu (upto 09.01.85)

Mr. Piyasena Senaratne (w.e.f. 10.01.85)
Working Director : Mr. M. M. Chandrasena
Directors : Mr. W. Weeraratne

Mr. E. S. Edirisinghe

Mr. Hermon Gunasekera

Mr. C. D. Chinnakone (upto 01.05.85)
Mr. R. L. L. de Silva (w.e.f. 02.05.85)
Mr. M. Etampawela (w.e.f. 24.06.85)

On 10th January 1985, Mr. Piyasena Senaratne, the Deputy Chairman assumed duties
as Chairman in succession of Mr. C. R. Kuruppu who had functioned as Chairman
since April 1982,

The Board held 24 meetings during the course of the year out of which two meetings
were conducted in the Regional Warehouse Complexes at Polonnaruwa and Weligama.

3. Objectives

The objectives of the Corporation as laid down in the incorporation order dated 29th
January 1964 were ‘the importation, processing, sale, supply and distribution of ferti-
lizer'. In short, the Corporation had to ensure the ready availability of quality fertilizer
throughout the country at all times.

In the pursuit of these objectives, the Corporation has taken action to prevent adulteration
of its products and to create consumer preference for the quality fertilizer marketed
under the registered trade name of ‘Lak Pohora’.
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The Quality Control of Fertilizer

The existing subsidy scheme for fertilizer did not ensure the import of quality fertilizer.
There was room for an importer to import substandard fertilizer and still draw the
normal fertilizer subsidy.

The C.F.C. took up this matter with the National Fertilizer Secretariat and requested
that imported fertilizer be tested before subsidy is paid out. The N.F.S. agreed with
this view and has introduced tests by the Standards Bureau from early 1986.

In view of the complaints received to the effect that fertilizer is being adulterated at
district Jevel, as a counter measure the services of mobile laboratories will be provided
shortly. Under this scheme, five (5) well equipped mobile laboratories will be operated
to test soils and fertilizer samples at farmer’s doorstep. The CFC s the only organization
that provides this type of customer service islandwide notwithstanding the heavy capital
cost.

Even where adulteration of fertilizer by unscrupulous dealers have been detected, the
lack of adequate legal provisions had prevented the police from filing action against the
persons responsible. This matter was persued with the NFS during the year and

‘steps were being taken to get the necessary legislation enacted.

Fertilizer Imports

Total imports of fertilizer in 1985, were 280,670 MT as against 168,228 MT
imported last year. This increase of 679 during the year under review was mainly
due to the import of a larger quantity of Urea consequent to the closure of local urea
factory. While 37,000 MT of urea were imported in 1984; the corresponding figure
during 1985 rose to 119,070 MT.

In April 1985, a delegation headed by the Additional Secretary, Ministry of Agricultural
Development & Research visited Egypt and negotiated a contract for the purchase
of one year’s requirement of rock phosphate from the Red Sea Phosphate Company,
a State trading company in Egypt. After obtaining the approval of the Cabinet the
formal contract was signed in Colombo on 25.09.85, with the Chairman Red Sea,
Phosphate Company. Under this contract 15,000 MT of rock phosphate were to be
purchased between 1st April 1985 and 31st March 1986 @ US $ 42.50 per MT., FOB
with 30 days’ credit. Apart from the purchase price being favourable to the Cor-
poration, this contract also facilitated the export of tea to Egypt from Sri Lanka.
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The quantities of fertilizer imported by the C F C during the two years compare as
follows,

Imports (Metric Tons)

1984 1985
Urea .. 37,000* 119,070
S.A. .. 32,658 36,000
T.S.P. .. 30,930 32,750
R.P. .. 10,100 12,600
M.P. .. 40,900 60,500
N.P.K. .. 16,640 18,500
Others . — 1,250

168,228 280,670

*In 1984, the quantity of locally produced Urea purchased was 71,559 MT. During

- the year a penalty scheme was introduced to penalise suppliers for shipment delays.
Under this scheme, the Corporation recovered approximately Rs. 5,732,317/-as penalties
from four different suppliers, during the year. This penalty scheme became necessary
as the suppliers in the past had delayed shipment of fertlllzer at times which resulted
in serious shortages of fertilizer locally.

Consequent to the import of 500 MT. Zinc Sulphate at a cost of US § 133,000/-
during the year 1978, the Corporation had incurred a total loss. A claim was made
during 1985 against the supplier to recover the loss sustained together with interest.

6. Shipping

- The 280,670 MT. of fertilizer imported during the year were received in 36 vessels on
which despatch money amounting to Rs. 3,295,696}- were earned. Three vessels went
into demurrage costing Rs. 1,244, 367. The incessant rains during October/ November
and the inadequate labour gangs allocated by the Ports Authority for unloading prevent-
ed the timely clearance of cargo.

Claims amounting to Rs. 1,782,723/- were made against short deliveries in the case
of 4 shipments.

‘Marine insurance on vessels which are over 15 years old are subject to a surcharge,
which is payable by shipowners. The Sri Lanka under-writers grant a 507, rebate

on the insurance premium for State Organisations and hitherto this benefit went to
" ship-owners.

The C.F.C. took up this matter with the underwriters and the National Insurance Cor-
poration agreed ‘to transfer this rebate to the Corporation. Consequently the
‘Corporation earned an additional income of Rs. 1,057,328/, by way of insurance rebates
during the year.

17
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Marketing

The fertilizer sales to mixing firms declined from 41,032 MT in 1984 to 4,591 MT. in
1985, consequent to the C.C.C. (Fert.) Ltd. being permitted by the Ministry of Agri-
cultural Development & Research to import their fertilizer requirements direct. In
spite of a 36,441 MT. drop in sales to mixing firms, the Corporation achieved a higher
sales target during 1985. The total sales during the year amounted to 240,199 MT.
which was an increase of 4023 MT. over the 236,176 MT. sold in 1984.

The sales tonnage during the two years compare as follows :

Crop 1984 1985
Mt, Mt.
Paddy .. 151,407 178,398
Subsidiary Food Crops .. 11,011 13,786
Coconut .o 11,743 10,028
Tea .. 13,193 17,243
" Rubber o 3,794 9,044
Minor Export Crops s 3,506 7,109
194,654 235,608
Sales to Mixing Firms .. 41,522 4,591
Total .. 236,176 240,199

The paddy fertilizer accounts for over 74%, of the C.F.C.’s sales. Tea fertilizers also
recorded an increase as the Weligama complex has established itself as the leading
supplier of quality fertilizer down south.

The increased participation of private dealers and authorised agents has made a sub-
stantial impact on sales., During 1985 there was an increase of 31,239 MT. over the
1984 sales by this group. Incentives such as quantity discounts, transport rebates,
cash discounts and other facilities contributed to the increased sales volume.

In view of the situation prevailing in the North, fertilizer could not be moved either
by road or by rail to meet the requirements of the farmers there. While no other
organization dealing in fertilizer was prepared to take therisk of transporting fertilizer
to the North, the C.F.C. shipped 1800 MT. of fertilizer from Galle to Kankesanturai.

The representatives of the Co-ops, Agrarian Service Centres and the dealers wereinvited
to the respective Regional Warehousing Complexes during the year for discussions
with the Board Members and the Divisional Managers. These discussions proved
very useful and many of their difficulties were sorted out. Consequent to these,
discussions increases in handling margins transport rebates and - further consessions
regarding Cash Discounts were effected with effect from 15th Augurt, 1985.
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Publicity and Promotional Work

The Promotional work undertaken during the year included a number of Dealer Training
Programmes and Farmer Training Seminars held in various parts of the island. An
effort was made towards effective advertising through the press, radio, television and
sports activity. :

The ‘Lak Pohora’ Cycle Race from Colombo—Polonnaruwa—Anuradhapura—Colombo
covering a distance of 355 miles was conducted on Ist, 2nd & 3rd Feb., 1985. One
hundred and fifteen (115) contestants including the leading cyclists in the island partici-
pated in this race. A ladies cycle race was also conducted from Meegoda to Kollupitiya
on 3rd Feb. 1985 wherein thirteen (13) contestants participated. Both these races
were very popular and the winners were given very attractive prizes.

A series of Men’s and Ladies’ Volley Ball matches sponsored by the Corporation in
the North Western Province was concluded on 10th January 1985 at Maho. Fifty
eight (58) men's teams and twenty two (22) Ladies’ teams from all the nineteen (19)
electorates in the Puttalam and Kurunegala districts participated in these matches
conducted since August 1984. Apart from attractive prizes, the two winning teams were
awarded the ‘Gamani Jayasuriya Challenge Tropies’. These matches created much
interest and enthusiasm among the sports fans in the two districts,

From April 1985, the Corporation commenced the -publication of a monthly Sinhala
Newspaper under the name of ‘Lak Pohora’. While highlighting the activities of the
Corporation, it carries authoritative articles and features which have been widely
appreciated by the farming community.

A competition conducted to select the ‘Best Dealer’ among the customer groups,
MPCSS, Agrarian Service Centres, dealers and wholesale agents was very popular.
The following winners were awarded Cash prizes of (Rs. 5000/- each) and a shield
at a ceremony held in the BMICH on 12th August, 1985.

Palugasdamana MPCS

Hiriyala MPCS

Madurankuliya Agrarian Service Centre Cash prizes
Mr. M. K. M. Razik, Adampan

Mr. M. I. M. Naheem, wholesale agent (Shield)

All the district fertilizer stores in operation were repainted in a uniform colour during
1985 after effecting repairs wherever necessary.

Decentralization of functions

The Regional Warehousing Complexes at Maho, Weligama, Polonnaruwa and Anuradha-
pura and Works Division, Hunupitiya have now being vested with a greater degree
of autonomy in the management of their units. A-large number of functions relating
to these units including internal audit functions which had hitherto been done at the
Head Office have now been decentralised. All payments relevant to these units except
salaries, EPF have also been decentralised.
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Under this decentralisation scheme, a large number of District Fertilizer Stores have
been placed under the control of the Regional Warehousing Complcxes with effect
from Ist July 1985 as indicated in Appendix I.

The Regional Managers have now been vested with wider authority and responsibility
to conduct their day to day operations more efficiently. This change of policy has
already resulted in higher productivity, increased sales and reduced overheads.

Works Division, Hunupitiya

The sales counter opened in March 1984 registered sales of 2908 MT. in 1985 as against
2588 MT sold in 1984.

During the year, the Works Division received 198,177 MT. of fertilizer compared with
191,078 MT. in 1984, and issued 165,058 MT. as against 189,301 MT. issued in the
previous year. The total quantity of mixtures prepared during the year was 63,305 MT.
as compared with 62,279 MT. in the earlier year. The demand for mixtures was met
by plant mixing 35,358 MT. (56%) and hand mixing 27,947 MT. (44%). The cor-
responding figures last year were 29,668 MT. (48 %) and 32,616 MT. (52 %) respectively.

Under a decentralisation scheme, ten (10) district fertilizer stores have been brought
under the control of the Works Division.

The mixing plant at Hunupitiya is about 14 years old and needs replacement. Some of
the warehouses are in a delapidated condition and need extensive repairs. Since this
complex provides storage for fertilizer discharged from ships at the Port of Colombo
and distributes fertilizer to the other complexes and districts, sufficient storage space
must be available. Assistance has been obtained from the Government of the Federal
Republic of Germany to instal a new mixing plant and renovate buildings and ware-
houses at a cost of about Rs.30 million.

Regional Warehousing complex - Maho

During 1985 Maho R. W. C. sold 53,622 MT. of fertilizer as against 53,273 MT. in
1984.  While 49,397 MT. were sold directly from the Maho Warehouse, the balance
quantity of 4,225 MT. was sold by the two satellite District Fertilizer Stores at Polgaha-
wela and Anuradhapura. : :

The quantity of fertilizer mixed during the year was 37,334 MT. as compared with
36,893 MT. in the previous year. ' From the tonnage mixed 31,874 MT, (85%) were
machine mixed and 5,461 MT. (157) hand mixed and the corresponding tonnages in’
the last year being 29,759 MT. (81 %) and 7,134 MT. (19%). Out of the total quantity
mixed 33,000 MT. (88 %) were packed in recycled outer and inner bags.

A total of 53,411 MT. of fertilizer were received at the Warehouse of which 41,207 MT.
moved by rail and 12,204 MT. by road transport.

About 400 Co-operative Branch Managers participated in the 10 Dealer Training Cla.sscs
conducted during the year.
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Regional Warehouse Complex - Weligama

Weligama R.W.C., together with its seven (07) satellite District Stores sold 39,549
MT.. of fertilizer during the year as compared with 32,000 MT. sold in 1984. Of the
total tonnage sold, tea fertilizer accounted for 13,576 MT. in 1985. During 1984, the
tea fertilizer sold amounted to 10,843 MT.

To meet the scarcity of fetilizer in the North, 1,800 MT. of fertilizer were supplied by
the Weligama R.W.C. to be shipped from Galle to Kankesanturai.

During 1985, 25,867 MT. of fertilizer mixtures were produced of which 22,329 MT.,
were machine mixed and 3,538 MT. hand mixed. The quantity mixed in 1984, was
20,300 MT. of which 19,497 MT. were machine mixed and 803 MT. hand mixed.

A meeting of the District Agricultural Committee was held at this Complex on 21st
November 1985, at which a number of important matters pertaining to fertilizer sup-
plies by the Complex were discussed.

Regional Warehouses Complex—Polonnaruwa

This Complex was officially opened by the Hon. Gamani Jayasuriya, the Minister of
Agriculture Development & Research on 26th August, 1985.

A total quantity of 34,661 MT. of fertilizer was sold by the Polonnaruwa R.W.C. and
its satellite stores. From this quantity the sales from the Complex amounted to
14,412 MT. and 20,249 MT. through the cight (08) satellite District Stores.

During the year 16,643 MT. were machine mixed and there was no hand mixing, as
compared with 1,493 MT. machine mixed and 4,084 MT. hand mixed during three
month’s operations (from October) in 1984.

Regional Warehouse Complex—Anuradhapura

Operations at this Complex could not be commenced asscheduled, due to the failure
on the part of the contractors to complete the construction work.

‘Claims amounting to Rs. 2.7 million being the penalties for delays and unsatisfactory

work have been lodged against the Insurance Guarantees furnished by the Contractor.
Besides these claims, a sum of Rs. 90,000/- has also been retained on the bills rendered
by the Contractor. Steps were being taken by the Corporation to complete the con-
struction work and rectify the defective work. '

Although the construction was not completed, partial operations and stocking of ferti-

lizer commenced in May 1985 with a skelton staff. Mixing operations commenced on
20th December, 1985 and by the end of the year 263 MT. of mixtures had been produced.

Legal Matters

Being a large commercial organisation, it was inevitable that the Corporation-had to
enter into various contracts and also deal with criminal ,civil, lJabour cases and Com-
mercial Arbitrations local and overseas, originating from rnumerous transactions. In

21

Digitized by Noolaham Foundation.
noolaham.org | aavanaham.org


http://www.noolahamfoundation.org/
http://www.noolaham.org/wiki/index.php/%E0%AE%AE%E0%AF%81%E0%AE%A4%E0%AE%B1%E0%AF%8D_%E0%AE%AA%E0%AE%95%E0%AF%8D%E0%AE%95%E0%AE%AE%E0%AF%8D
http://aavanaham.org/

16.

17.
17.01

17.02

17.03

22

the past, the Corporation had been handicapped in the absence of a competant legal
officer. In order to overcome this difficulty, the services of a Jegal consultant was
obtained during this year. '

Computerization

During the year under review, the preparation of salaries was computerised using a
micro-computer. Stepsare being taken to computerise other areas at the Head Office and
alsoinstal computers in the Regional Warehousing Complexes within the next few years.

Finance

Capital

The West German Government Aid utilized by the Corporation during the year for
capital expenditure on the Regional Warehousing Complexes amounted toRs. 4,555,558/~
Turnover

The turnover with and without subsidy compared with the previous year is as follows:

1984 1985

Rs. ; Rs.
Turnover excluding subsidy .. i3 653,877,595 671,393,768
Subsidy 8 b 287,937,922 387,268,070
Gross turnover wis - 941,815,517 1,058,661,838

The increase in turnover (excluding subsidy) by Rs. 17,516,173/- was mainly due to
the increased sales volume over the previous year.

Subsidy

The subsidy received during 1985, amounted to Rs. 4?4,2959,640;‘- as compared with
Rs. 294,719,135/~ in the last year. The subsidy component applicable to the fertilizer
sold during the year was Rs. 387,268,070/- as against Rs. 287,937,922/- in the previous
year.

The quantum of subsidy received by the Corporation increased over the previous year
mainly due to the larger quantity of urea imported. During 1984, only 37,000 MT.
of urea were imported and the balance requirements were purchased locally from the
State Fertilizer Manufacturing Corporation (SFMC). In 1985, consequent to the
closure of the SFMC., 119,071 MT. of urea were imported and only 11,370, MT. were
purchased locally.

Five main ingredients of fertilizer continued to be subsidised by the Government, The
subsidy rates were reviewed by the National Fertilizer Secretariat (NFS) from time to
time to enable the importers to market these fertilizers at the current selling prices
which had been fixed in May 1983. In fixingthe subsidy, the N.F.S allowed a margin of
Rs. 450/- per MT. (Rs. 550/- per MT. after August 1985 to meet all local costs including
transport costs, dealers’ and importers’ margins.

Digitized by Noolaham Foundation.
noolaham.org | aavanaham.org


http://www.noolahamfoundation.org/
http://www.noolaham.org/wiki/index.php/%E0%AE%AE%E0%AF%81%E0%AE%A4%E0%AE%B1%E0%AF%8D_%E0%AE%AA%E0%AE%95%E0%AF%8D%E0%AE%95%E0%AE%AE%E0%AF%8D
http://aavanaham.org/

17.04

17.03

The subsidy rates that prevailed during the year and the hypothetical C & F prices on
which the subsidies were based are as follows:

Hypothetical
Subsidy C & F price Effective

Ingredierit rate US $ Uss$ from
Rock Phosphate " 26 66 01.01.1985

NPK. 5:15:15 e 66 160 do
54 145 20.11.1985
Triple Super Phosphate v 111 01.01.1985
114 183 01.03.1985
90 160 _07.10.1985
Muriate of Potash - 60 127 01.,01.1985
Urea 1. s 75 06.08.1985
50 116 07.10.1985

Prior to August 1985, a firm subsidy rate had not been fixed on urea and the subsidy
on each shipment was computed by the N.F.S.

The procurement prices of urea gradually declined throughout the year due to a slump
in the world market. The first shipment of urea during 1985, was purchased @ § 193.95
per MT. C. &. F. whereas the last shipment was obtained @ US$ 117.00 per MT. C&F
with 180 days’ credit.

Pricing

The selling prices of fertilizer handled by the Corporation remained unchanged during
the year.

Operating Results

During the year under review the Corporation made a net profit of Rs. 64,896,438/-
as compared with a net profit of Rs. 113,696,620/ in the previous year.

The reasons for the reduction of the profit over the previous year could be summarised
as follows:

(a) The reduction of the Gross Margin from 14.64% in 1984 to 8.78% in 1985.
During the year voluntary reductions in subsidy rates were agreed with the NFS
in order to avoid large profits on excessive subsidies.

(b) The handling margins, and transport rebates granted to dealers, Co-ops. and,
Agrarian Service Centres were increased from 15th August 1985. The handling
margins and the maximum transport rebate were increased by Rs. 10/- per M.T.
A quantity discount at rates varying from Rs. 2/- to Rs, 5/- per M.T. for purchases
exceeding 100 MT. made during 1985 was also introduced. These increases in
margins and discounts resulted in considerable additional costs to the Corporation.
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©

(@)

(e)

Due to its national responsibilities, the Corporation had to carry large buffer
stocks at all times to avoid scarcities. The import of urea also necessitated larger
buffer stocks to avoid shortages on account of shipment delays etc. This resulted
in a heavy drop in the stock turnover from 3.9 in 1984 to 2.6 in 1985.

During the year the interest income dropped due to a sharp decline in the interest
rates. The interest income earned amounted to Rs. 20,908,047/ as compared
with Rs. 34,498,994/- in the previous year.

Road transport costs to districts increased over the previous year by approximately _
159%. This increase was absorbed by the Corporation without increasing the
selling prices at district level.

Comparison of Operating Results with the Previous Year

During 19835, arrears of overtime and shift allowance had to be paid for the years 1981,
onwards consequent to a ruling given by the Commissioner of Labour to incorporate
C.L.A. into the O.T. rate.

The arrears relating to 1984, paid in 1985,amounted to approximately Rs. 1.5 million.

Therefore, for comparison purposes this amount has to be added to the actual overheads
shown in the Accounts for 1984.

The sales, cost of sales, overheads and the profits of 1985, compare with the previous
year as follows:-

1984 1985
Sales Tonnage (MT) . 236,176 240,199
Total Avr. per MT, Total Avr. per MT.
Rs. Rs, c. Rs. Rs. ¢,
Gross Sales .. 690,754,372 2,924 .74 720,670,420 3,000.31
Less: BTT & Refunds - - (411,760) (1.74) (146,160) (0.61)
Less: Margins/discounts ..  (36,465,017) = (154.40)  (49,130,492) (204.54)
Net Sales (excluding Qub'ndy) 653,877,595 2,768 .60 671,393,768 27,95.16
Subsidy on Sales ; 287,937,922 1,219.17 387,268,070 1,612.28
- Total Sales including subsidy 941,815,517 3987.77 1,058,661,838 . 4,407.44
Less: Cost Sales .o (821,546,549) (3,478.54) (973,221,892) (4,051.73)
Gross Profit 8 120,268,968 509.23 85,439,946 355.71
Less Overheads exc. dep. ¥ 48,52_2,3[3‘* 205.45 47,659,945 198.42
Depreciation - 7,798,974 33.02 8,763,288 36.48
Total Overheads & (56,321,287) (238.47)  (56,423,233) (234.90)
Net Trading Profit L 63,947,681 270.76 ~ 29,016,713 120.81
Add: Other Income R 48,248,939 204.29 35,879,725 149.37
Net Profit before taxation .. 112,196,620 475.05 64,896,438 270.18

24

*Adjusted to include approximately Rs, 1.5 m. O.T. arrears paid in 1985.
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The dealer margins and discounts allowed tocustomers haveincreased from Rs. 154,40
per MT. in 1984 to Rs. 204.54 in 1985,

This increase has resulted in an additional cost of approximately Rs. 12.0 million over
the previous year.

17.07 Return on Capital

The nett profit for the year before tax represented a return of 7.23% on the Capital
(gross assets employed) as compared with 13.87 in 1984,

17.08. Contribution to the Consolidated Fund

During the year under review a sum of Rs. 15,000,000/~ was paid to the Consolidated

Fund being a share of the nett profit for the year 1984, as determined by the General
Treasury,

18. Capital Restructuring & Corporate Plan

A Capital Restructuring exercise was undertaken by a Committee appointed by the
Secretary, Ministry of Agricultural Development & Research, in terms of Public
Enterprises Division Circular No. 26 dated 21st September 1984, issued by the Treasury

A Corporate Plan for the Corporation covering a period of five years from 1986 to 1990
is under preparation by the Capital Restructuring Committee.

19. Personnel

There were 855 employees in the permanent cadre at the close of the year as against
853 at the beginning of the year. A Surgical and Hospital Expenses Insurance Scheme
was introduced in September, 1985, and since then 144 employees and their dependents
numbering 85 have obtained cover under this scheme. Inder the scheme an insured
person is entitled upto Rs. 11,000/- to meet medical bills for warded treatment and
Rs. 230/- to meet Consultation Fees per annum. Fifty per cent (50°%)of the health

insurance premium relating to the employees and their spouses are paid by the
Corporation,

20. Conclusion

The Board of Directors wish to place on record their appreciation of the co-operation
and assistance extended by the Hon. Minister of Agricultural Development and Research,
the Secretary to the Ministry of Agricultural Development & Research and his staff.

The Board also wish to express their gratitude to the West German Government for the
financial assistance given for the construction of the warehousing complexes and to
Mr. Walter Lackner, the West German Government Consultant for the services rendered
and the keen interest taken in the activities of the Corporation.

Finally, the Board wish to thank the dealers and customers for their co-operation and
stafffemployees of the Corporation for their loyal and efficient service.

P. Senaratne
Chairman
29th April 1986 Ceylon Fertilizer Corporation

25

Digitized by Noolaham Foundation.
noolaham.org | aavanaham.org


http://www.noolahamfoundation.org/
http://www.noolaham.org/wiki/index.php/%E0%AE%AE%E0%AF%81%E0%AE%A4%E0%AE%B1%E0%AF%8D_%E0%AE%AA%E0%AE%95%E0%AF%8D%E0%AE%95%E0%AE%AE%E0%AF%8D
http://aavanaham.org/

eAmdeliny
elefouniny|

£E®°l
epodyemdumyg

E® T
EMILIBUUO]OH
MBI Y
IaysemMepe N
oyeN

eAndurg

weenng
[ULACHY

uonvi2do)
U} jou §34018

1 XIAN3ddV

eindelife

S LA |
1ppaarpeie[ed
EPRYUBUBYIURY

ueyunIn
BAIUNARA

Yoy

Spuady 0 4340

POpubi sa4o1g

reInjuesayuey

eueueAIye A

eyR[ESEH
royROIIRY
9o[BLIOOULL]
re[ejuey

epodyeinduiy
Teredury
IRINYJUBWIES

DMY vandoyppanuy D MUY UMRIDUUCIOS

(9861 ut pasopd
aq 01) ere8Soy
p-BABA
BIABIII M,
epue[eyesiyaq

eyje-eieg ,

adnp
BSSAINY

OMY DS M

(9861°10°T0 U0

vind, v OMY
€} plolajsuel])
rindeypelnuy

OMYH YO

$861 A0 ANF LV STHOLS YHZITLLYAA LOIMLISIAd 30 NOILISOd dHL

NOILVIOdIO)D JdZI'TIId3d NOTAHD

elomeyedjod

puresnie]y

epoTeN
BmnIny
opeday
SRy

vl01588NIRYy
eledrieuo
e[npeyq

pdyrdnunty

26

Digitized by Noolaham Foundation.
noolaham.org | aavanaham.org


http://www.noolahamfoundation.org/
http://www.noolaham.org/wiki/index.php/%E0%AE%AE%E0%AF%81%E0%AE%A4%E0%AE%B1%E0%AF%8D_%E0%AE%AA%E0%AE%95%E0%AF%8D%E0%AE%95%E0%AE%AE%E0%AF%8D
http://aavanaham.org/

STATEMENT OF ACCOUNTS

Digitized by Noolaham Foundation.
noolaham.org | aavanaham.org


http://www.noolahamfoundation.org/
http://www.noolaham.org/wiki/index.php/%E0%AE%AE%E0%AF%81%E0%AE%A4%E0%AE%B1%E0%AF%8D_%E0%AE%AA%E0%AE%95%E0%AF%8D%E0%AE%95%E0%AE%AE%E0%AF%8D
http://aavanaham.org/

Digitized by Noolaham Foundation.
noolaham.org | aavanaham.org


http://www.noolahamfoundation.org/
http://www.noolaham.org/wiki/index.php/%E0%AE%AE%E0%AF%81%E0%AE%A4%E0%AE%B1%E0%AF%8D_%E0%AE%AA%E0%AE%95%E0%AF%8D%E0%AE%95%E0%AE%AE%E0%AF%8D
http://aavanaham.org/

INDEX

i Balance Sheet as at 31st December 1985

Trading Profit & Loss Accounts for the year ending 3]st December 1985

* NOTES TO THE ACCOUNTS

No.

I {(a) Profit & Loss Account
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L e e T e
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(®)

(¢)
(d)
(e)

(f)

Supreme Court Judgement in favour of the Hunupitiya Co-
operative Society :

Verification of fertilizer_stocks as at 31st December 1985
Fixed Assets

Arbitration—Van Weelde Bros. Shipping Vs. Ceylon Fertilizer
Corporation—m.v. AMAZONIA charter party dated 15th
January 1981 9 o

Construction of the Anuradhapura Regional Warehousing
Complex

Fixed Assets

Stocks

Depos.its

Payment in advance

Debtors

Cash and Bank Balances

Creditors

Refundable Deposits

Sales

Purchases

Other Income _
Administration & Establishment Qverheads
Direct expenses

Marketing & Distribution Overheads

Finance Charges
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1984
Rs.

194,635,833

40,101,000
160,598,835
171,953
138,695,780

140,192,106

—

177,192,142
8,438,334
18,414,178
5,170,952
146,147,206
983,379
187,534,983
1,000,000
1,510,918
133,407,265

679,799,357

356,683,764
42,859,401
3,238,787
109,178
76,021,847
1,510,918

480,423,895
199,375,462
339,567,568

(Sgd.) G. A. M. S. Bandara
Finance Manager
2%th April, 1986,

CEYLON FERTILIZER CORPORATION

Balance Sheet as at 31.12.1985

(Figures have been rounded off to the nearest rupee)

Authorised Capital

Funds Employed
Government Contribution . .
West German Aid
Capital Reserve
Profit & Loss Account
Total Funds

Represented by
Fixed Assets

Current Assets
Stocks
Consumable Stocks
Packing Materials
Advance to Employees
Deposits
Payments in Advance
Debtors it
Fixed Deposits for Housing Loans
Gratuity Investment Afc. ..
Cash & Bank Balance

Current Liabilities
Investment Fund—Housing Loan
Creditors
Accrued Charges
Deposits
Receipts in Advance
Taxation
Gratuity Fund

Net Current Assets
Net Assets
{Sed.) M. M. Chandrasena

Working Direclor
Ceylon Fertilizer Corporation
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A

1985
Rs.

194,635,893

40,101,000
165,154,393
171,953
172,584,860

378,012,206

137.9_28,841

274,094,694
8,237,794
19,212,302
7,902,737
195,502,660
1,193,741
171,450,947
1,060,000
2,778,445
77,888,848

759,322,123

1,060,000
446,051,541
14,939,964
2,474,290
2,082,294
49,852,224
2,778,445
519,238,758
240,083,365

378,012,206

- {Sgd.) Piyasena Senaratne

Chairman
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NOTE 1
(a)

(5)

(¢)

(@)

NOTES TO THE ACCOUNTS 1985

Profit and Loss Account

Balance brought forward e 138,695,780
Less: Contribution to the Consolidated (50/ Net Proﬁt—1984) 15,000,000

123,695,780

Add: Adjustments relating to previous years .. s - 31,137,642
Net profit for the year after taxation o 2 17,751,438
172,584,860

Supreme Court Judgement in favour of
the Hunupitiya Co-operative Society

Consequent to an appeal made to the Supreme Court by the Ceylon Mercantile
Union on behalf of the Hunupitiya Co-operative Labour Society against an
earlier Court of Appeal ruling on an original decision of the Labour Tribunal
a judgement had been delivered on 6th August 1984, in favour of the C.M.U.
The Supreme Court has held that the C.F.C., was the employer of 502 workers
supplied by the Labour Co-operative Society and they should be reinstated with
compensation. In the event they are not reinstated, a further one year’s salary
should be paid as compensation in lieu of reinstatement. The C.F.C. has also
been ordered to pay to the C.M.U., the cost at Appeal Court and the Supreme
Court, In consultation with the Ministry of Agricultural Development and
Research in 1984, it has been decided to pay compensation, in lieu of reinstatement
to the Labour Co-operative Society Workers,

As at end of 1985, action was being pursued in consultation with the Commissioner
of Labour and the Legal Consultant of the Corporation to pay compensation
after establishing the identities of the Society’s workers discontinued. As the
Legal Consultant had indicated that the quantum of compensation payable
could be in the region of Rs. 10 million a provision of Rs. 2,096,500/~ for this
expenditure brought forward from previous year was increased to Rs. 10 million
during 1985,

Yerification of fertilizer stocks
as at J1st December 1985

All fertilizer stocks as at 31st December 1985, have been verified except the
stocks lying at Varani, Kankesanturai and Batticaloa District Fertilizer Stores
which could not be verified due to the prevailing situation in those areas. The
stocks in these Stores that could not be verified amounted to 1,113,157 MT.
valued at Rs. 4,605,471/-.

Fixed Assets

All fixed assets as at 31st December 1985, except the workshop tools have been
physically verified.

33
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(e)

()

34

Arbitration—Van Weelde Bros. Shipping
Vs. Ceylon Fertilizer Corporation
my, AMAZONIA—Charter Party Dated 15th Jan. 1981

A claim of US § 46,816 together with interest thereon from the year 1981. was
made against the C.F.C. by Van Weelde Bros. Shipping Ltd., for additional
freight in August 1985. This matter had been referred for arbitration in U.K.
in 1986. The interest component may be in the region of about US § 20,000
upto 1985. This matter is pending and a claim is being pursued by the C.F.C.
against UKF of Holland, being the Shippers concerning Tender No. 81/TSP/1
for the recovery of the same amount as may become liable in the above arbitration.

These claims have not been included in the Accounts for the year 1985.

Construction of the Anuradhapura

Regional Warehousing Complex

The construction of this Complex had not been completed as at 31st December
1985 due to the delay on the part of the civil enginecring contractor viz.-C.A.M.T.
Engineers. Claims amounting to Rs, 2.7 million being the anticipated liquidated
damages for delays and unsatisfactory work have been lodged against the In-
surance Guarantees furnished by the contractor. Action was being pursued
to complete the construction work and rectify defective work. The claims
made and the liability on the balance work had not been provided in the Accounts.

The entire construction cost of this Complex 13 met from funds provided by the
Federal Republic of Germany (FRG Funds).
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NOTE 2

Fixed Assets

Assets

Land—Hunupitiya
‘Land—Weligama

Building—Hunupitiya

Building—Maho

Building—Weligama

Building—Polonnaruwa

Building—Anuradhapura (Warehouse under
construction)

Building—D.F.S. :

Hunupitiya Warehouse No. 1

Hunupitiya Warehouse No. 2 & 3

Hunupitiya Warehouse No. 4

Bungalows—Hunupitiya

Stores & Bungalows T'malee

Wharf Office Construction

Temporary Office

Temporary Structure :

Preliminary Work_Renovatlon Programme

Hunupitiya

Mixing Plant—Hunupitiya
Mixing Plant—Maho

Mixing Plant—Weligama
Mixing Plant—Polonnaruwa . .
Mixing Plant—Anuradhapura

Plant & Machinery—Hunupitiya
Plant & Machinery—Maho

Plant & Machinery—Weligama
Plant & Machinery—Polonnaruwa
Plant & Machinery—Anuradhapura
Plant & Machinery—D.F.S.

Accumulated Written down

Depreciation  value as at
Cost asat 31.12.85 31.12.85
Rs. Rs. Rs.
1,948,598 — 1,948,598
1,362,020 — 1,362,020
3,310,618 S 3,310,618
6,614,890 6,179,211 435,679
19,557,167 3,195,499 16,361,668
26,022,012 2,026,455 23,995,557
35,042,630 1,090,155 33,952,475
19,117,002 — 19,117,002
5,877 588 5,289
1,514,088 1,514,078 10
1,848,366 1,848,356 10
1,681,977 243,907 1,438,070
23,520 3,528 19,992
118,507 17,776 100,731
44,159 44,149 10 .
7,185 7,175 10
75,000 74,990 10
460,000 — 460,000
112,132,380 16,245,867 95,886,513
2,351,616 2,351,606 10
6,130,350 6,130,340 10
6,237,861 3,118,930 3,118,931
6,487,572 1,621,893 4,865,679
11,600,666 L L 11,600,666
32,808,065 13,222,769 T9,585,296
2,893,340 1,248,832 1,644,508
1,337,274 860,670 476,604
1,751,296 471,773 1,279,523
1,040,843 154,573 886,270
916,716 —_ 916,716
1,561,500 1,092,300 469,200
9,500,969 3,828,148 5,672,821
35
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Assets

Work Shop Tools—Hunupitiya
Work Shop Tools—Maho

Work Shop Tools—Polonnaruwa
Work Shop Tools—Anuradhapura

Lab Equipment—Hunupitiya
Lab Equipment—Weligama ..

Other Equipment—Hunupitiya
Other Equipment—Maho

Other Equipment—Weligama
Other Equipment—Polonnaruwa
Other Equipment—Anuradhapura
Other Equipment—D.F.S.

Office Equipment—Head Office
Office Equipment—Hunupitiya
Office Equipment—Maho

Office Equipment—Weligama
Office Equipment—Polonnaruwa
Office Equipment—Anuradhapura
Office Equipment—D.F.S.

Office Furniture & F ittings'—Head Office
Office Furniture & Fittings—Hunupitiya

Office Furniture & Fittings—Maho

Office Furniture & Fittings—Weligama
Office Furniture & Fittings—Polonnaruwa
Office Furniture & Fittings—Anuradhapura ..

Office Furniture & Fittings—D.F.S.

Canteen Equipment—Hunupitiya
Canteen Equipment—Maho
Canteen Equipment—Weligama
Canteen Equipment—Polonnaruwa

36

Accumulated  Written down
Depreciation Value as at
Cost asat31.12.85 31.12.85
Rs. Rs. Rs.
339,288 316,539 22,749
2,200 220 1,980
4,173 532 3,641
2,857 s 2,857
348,518 317,291 31,227
516,039 374,807 141,232
156,595 78,318 78,277
672,634 . 453,125 219,509
51,054 39,995 11,059
72,939 71,805 1,134
59,465 57,286 2,179
74,887 27,662 47,225
17,131 = 17,131
18,920 18,863 57
294,396 215,611 78,785
894,129 692,931 201,198
271,879 222,452 49,427
393,239 389,029 4,210
428,037 379,013 49,024
242,942 80,195 162,747
66,540 5,545 60,995
17,400 17,347 53
2,314,166 1,786,512 527,654
516,216 437,927 78,289
238,531 232,407 6,124
294,532 210,162 84,370 -
300,813 94,781 206,032
240,555 31,797 208,758
178,540 4,463 174,077
88,060 86,379 1,681
1,857,247 1,097,916 759,331
+ 8,150 8,108 42
28,223 28,123 100
leS025i 883 669
23,680 6,167 17,513
61,605 43,281 18,324
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Assets

Motor Vehicles—Head Office
Motor Vehicles—Hunupitiya
Motor Vehicles—Maho

Motor Vehicles—Weligama ..
Motor Vehicles—Polonnaruwa
‘Motor Vehicles—Anuradhapura

Bicycles—Hunupitiya
Bicycles—Maho
Bicycles—Weligama
Bicycles—Polonnaruwa
Bicycles—D.F.S.

Bulk Handling Equipment
Yard Lighting
Hunupitiya Boundary Wall

NOTE 3—STOCKS

Stocks in Warehouses & in transit (book balance) . .

Less: Provision for adjustments

Physical Balance

Less: Provision for damaged/slow moving stocks. .
Subsidy on unsold stocks c/f.

Balance carried forward

A ccumuylated Written down
Depreciation Value as at

Cost asat31.12.85 31.12.85

Rs. Rs., Rs.
3,612,303 1,881,931 1,730,372
8,406,526 8,020,996 385,530
808,924 756,834 52,090
2,724,835 1,937,366 787,469
4,432,352 1,296,940 3,135,412
5,295,271 343,823 4,951,448
25,280,211 14,237,890 11,042,321
15,025 15,003 22
5,751 5,701 50
1,950 1,948 2
1,551 1,034 517
32,690 27,189 5,501
56,967 50,875 6,092
65,059 65,049 10
200,519 200,509 10
854,411 64,081 790,330
1,119,989 329,639 790,350
TOTAL 189,757,765 51,828,924 137,928,841
Rs. Rs.

426,000,436

(944,794)

425,055,642

133,755

150,827,193  (150,960,948)

274,094,694
37
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NOTE 4-—DEPOSITS

NOTE

38

H. K. Ranasinghe

Ceylon Electricity Board

K. M. Wickremasinghe

M. K. Martin Singho

Ceylon Oxygen Limited

U. C. Kolonnawa

U. C. Dalugama ..

Sri Lanka Customs -
Port (Cargo) Corporation, Colombo
Port (Cargo) Corporation, Trincomalee
E.E., Co-op. Thrift & Credit Socy., Ltd.
Post Master-General

C.I.5. 1. R.

Sri Lanka Army ..

J. E. D. B. e
Sri Lanka Broadcasting Corporation
Ceylon Petroleum Corporation
Director of Telecommunication
Gampaha Courts—Bail Deposits
Ceylon Ceramic Corporation

Ceylon Electricity Board, Maho
Polonnaruwa M.P.C.S. (fuel deposit)
Diesel & Motor Engineering Co. Ltd.,
Weligama M.P.C.S. 4

U. L. A. Gunasekera

Bank Deposits/Margin Accounts ..

5 —PAYMENTS IN ADVANCE

Recurrent Expenses

Labour & Miscellaneous . .
Warehouse Project—Weligama
Warehouse Project—Maho........
Warehouse Project—Polonnaruwa
Warehouse Project—Anuradhapura
Welfare Society
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Rs.

15,000
219,000
1,000
50
61,900
500
525
318,000
400,000
90,000
57,806
7,150
3,000
200
250
3,000
90,500
6,025
500
1,000
300
5,000
5,000
10,000
2,000

1,297,706
194,204,954

195,502,660

217,551
710,983
19,663
9
43,535
2,000
200,000

1,193,741
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NOTE 6 —-DEBTORS Rs.

NOTE

Head Office Government . - 3,922,234
Ex-Wharf - s 5,500,247
M.P.C.S. — - 14,917,247
AS8.C. : s 9,029,049
Authorised Dealers & Others i 3,340,154
Government Farms s 82,617

Polonnaruwa

Maho

Weligama

Less: Provision for bad & doubtful debts

Other Debtors

General Treasury

Sundry Debtors

Shortages on Sales

Julius & Creasy

Creditors’ Control A /c. :
Commercial Engineering Co., Ltd
Returned Cheques

Health Insurance Recoverable

7—CASH AND BANK BALANCES

Current A /c.—People’s Bank, Foreign Br. 15030

Current A/c.—People’s Bank, Foreign Br. 506 ..

Collection A /c.—People’s Bank, Kollupitiya

Collection Ajc.—Bank of Ceylon, Kollupitiya

Current A /c.—Bank of Credit & Commerce

Current A fe.—Indosuez

Current A [c.—Anuradhapura

Current A /c.—People’s Bank, Maho

Current A /c.—People’s Bank, Weligama

Current A /c.—People’s Bank, Polonnaruwa.

Current A /c.—People’s Bank Wattala

National Savings Bank

Petty Cash Imprest—Head Office, Works Divn. and Warehouse Pro;ect
Petty Cash Imprest—District Fertilizer Stores i
Cash Float

Cash in transit
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Rs,

36,791,548

4,611,452
12,883,405
18,354,227

72,640,636
8.754.490

63,886,146

29,800,304
76,021,114
50,289
2,000
288,812
464,245
930,602

1 435

171 450 947

5,096,811
(5,504,998)
12,041,033

17,436,857

123,821
17,730,047
74,586
10,538,903
4,046,622
4,218,017
524,328
350,315
150,715
13,671

200
11,047,920

*77,888,848
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NOTE 8—CREDITORS

NOTE

NOTE

40

Import Creditors

L.C. Liabilities etc.
Counterpart Fund

Sundry Creditors .

Sundry Salary Deductions
Excess on Sales

Unpaid salaries Banked
Sundry Creditors

Employees’ Provident Fund ..

Salaries—payable
Retention Money
National Security Fund.

Medical Insurance Premium . .

9—REFUNDABLE DEPOSITS

Staff Security Deposits
Other Refundable Deposits

10—SALES

Head Office
Hunupitiya

Maho

Weligama
Polonnaruwa
District Stores
Ex-wharf Credit ..

Less: Discounts ..
Refunds

Add: Subsidy
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267,822,044
156,166,924 423,988,968

44,674
1,432,741
4,849

19,295,599
183,662

37
1,099,677
935

399

446,051,541

355,324
2,118,966

2,474,290

223,311,609
8,572,069
152,423,770
111,840,538
44,006,522
178,872,935
1,642,977

720,670,420
(49,130,492)
(146,160)

671,393,768
387,268,070

1,058,661,838

i e
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NOTE 11—PURCHASES

NOTE

~ Imported fertilizer—C.LF. value ..

Landing Charges
Duty, Dues and Ront
Stevedoring

Customs Charges

Port Authority Charges
Incentives T
Sampling Charges
Survey Fees

Transport Charges
Financial Charges
Business Turnover Tax
Handling Cost

Locally purchased Fertilizer
Packing Materials. .

12— OTHER INCOME

Sundry Income
Despatch Money
Bank interest earned

Profit on disposal of fixed assets .

Income from transport
Income from penalties-
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Rs..

958,071,978
6,740,001
28,220,442
22,038,054
284,636
1,928,937
1,899,413
125,571
120,922
10,259,719
1,844,204
32,321,123
4,033,097

1,067,888,097
40,886,260
22,823,035

1,131,597,392

———

5,544,634
1,423,406
20,908,047
953,066
1,318,255
5,732,317

35,879,725
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NOTE 13—ADMINISTRATION & ESTABLISHMENT OVERHEADS

42

Salaries—Executives
Non-executives

Overtime -

Travelling & Subsistence

Contribution to E.P.F.

Contribution to E.T.F.

Bonus

Entertainment

Incentive payments to employees

Uniform and Shoe Allowances

Computer lease rental

Stafl Welfare

Rent and Rates

Electricity -

Telephone, telex and cable

Insurance o

Postage B

Printing and Stationery

Periodicals and Books

Office maintenance

Office expenses

Vehicle running expenses

Vehicle maintenance

Technical and legal fees

Security Charges

Gratuity expenditure

Payment for Medical Leave

Training and Scholarships

Casual Wages

Special Duty allowance

Cashiers’ Risk allowances

Shift allowance

Plant & Machinery, Fire Equipment maintenance. .

Building maintenance

Railway siding—maintenance
Incentive for re-cycling bags, Maho
Research & Laboratory expenses
Sanitary facilities . .

Medical expenses . .

Miscellaneous expenditure

Health Insurance Premium
Depreciation
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Rs.

4,364,333
10,107,800
4,843,166

1,464,263

2,724,332

544,867
708,147
99,359
190,594
615,249
130,360
64,623
1,014,546
1,300,075
523,306
815,922
157,810
725,597
63,948
243,181
675,073
2,733,182
2,700,813
146,822
2,194,993
81,796
442,588
53,091
234,475
275,734
30,434
49,009
2,388,415
808,364
96,090
243,204
75,449
39,448
75,806
410,997
21,434
8,763,288

53,242,4&

—_—



http://www.noolahamfoundation.org/
http://www.noolaham.org/wiki/index.php/%E0%AE%AE%E0%AF%81%E0%AE%A4%E0%AE%B1%E0%AF%8D_%E0%AE%AA%E0%AE%95%E0%AF%8D%E0%AE%95%E0%AE%AE%E0%AF%8D
http://aavanaham.org/

NOTE

NOTE

NOTE

The increase in Administration & Establishment Overheads over the previous year
is due to higher overtime subsistence costs (approx. Rs. 1.7 million) after revision
of the rates in 1985 incorporating the CLA ; increase in depreciation of plant, buildings
and motor vehicles (approximately Rs. 1.0 millionj, increase in insurance costs.
(Rs. 0.4 million) and general increases in overheads.

14—DIRECT EXPENSES Rs.
Mixing charges .. - 5 - 2,779,907
Handling expenditure o8 b Y 11,200,307
Labour charges .. w e - 2,016,487
Transport charges to Complexes/DFSS 3 B 9,844,821
25,841,522

15—MARKETING & DISTRIBUTION OVERHEADS

Advertising and Publicity s . i e 2,263,629
Bad and Doubtful debts e .. . 266,075
Stock adjustments s s - 190,706
Bad Debts Collection commission .. i 18,120
LAK POHORA Monthly News Paper—Printing - 17,919

2,756,449

The reduction in the Marketing and Distribution Overheads compared with the
previous year (Rs. 11,029,075) is mainly due to:-

(i) The bad debts written offithe provision for bad and doubtful debts in 1985 is
comparatively lower by Rs. 7,389,404/ consequent to an improvement in
debt collection, The trade debtors at end of 1985 amounted to Rs. 72,640,636
as compared with Rs. 122,921,635 in 1984.

(i) Consequent to decentralisation certain expenditure (approximately Rs.1.7 million)
classified under marketing overheads in the past have been charged under Com-
plexes and included in Administration and Establishment overheads.

16—FINANCE CHARGES Rs.

Bank charges e P o o 302,351
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C.F.C. SALES FOR DIFFERENT CROPS
1981 - 1985
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Telephone — 91151 Auditor-General’s Department
My No. — AF/C/C/CFC/85 ] Independence Square, Colombo 7,
Your No. — Sri Lanka. '
September 18, 1987.
The Chairman,
Ceylon Fertilizer Corporation,
Colombo.
REPORT OF THE AUDITOR GENERAL ON THE ACCOUNTS OF
THE CEYLON FERTILIZER CORPORATION FOR THE YEAR
ENDED DECEMBER 31, 1985 IN TERMS OF SECTION
14 (2) (c¢) OF THE FINANCE ACT, NO, 38 OF 1971

The audit of the accounts of the Ceylon Fertilizer Corporation for the year ended December
31, 1985 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 Sec-
tion 13(1) of the Finance Act, No. 38 of 1971. In carrying out this audit., I was assisted by
a firm of auditors in public practice. My observations which I consider should be published
with the annual report of the Corporation in terms of Section 14(2) (¢) of the Finance Act appear
in the paragraphs that follow. A detailed report in terms of Section 13(7) (a) of the Finance
Act was forwarded to the Chairman on July 17, 1986.

1.2 Scope of Audit

Audit opinion, comments and findings in this report are based on a review of the finan-
cial statements presented to audit and substantive tests of samples of transactions. The scope
and extent of such reviews and tests were such as to enable as wide an audit coverage as possible
within the limitations of staff, resources and time available to me. Sub sections (3) and (4)
of Section 13 of the Finance Act, No. 38 of 1971 give discretionary powers to the Auditor
General to determine the scope and extent of the audit.

2. ACCOUNTS
2.1  Audit Opinion
In view of the comments appearing in this report, I am unable to express an opinion
on the acceunts presented. Major deficiencies observed in audit are indicated below :
; Reference to paragraph
Deficiency in the report

(i) Unreconciled Control Accounts - 2.5.1
(ii) Understatements/Overstatements in the Accounts .. 252
(iii) Non-confirmation of Debtors and creditors balances 2.5.3 and 2.5.4
(iv) Inappropriate Disclosures in the Accounts i 2.5.5
(v) Items in the accounts not adequately evidenced i 2.5.6
(vi) Unreliability of accounts 3% 3.1

(vii) Settlement of Foreign Exchange in Local Currency 38
(viii) Import of Urea > 3.9
(ix) Security Service o

(x) Inventory Levels - 3.12

(xi) Inadequacy of systems and controls to ensure
reliability of books, records, etc. 5 4
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2.2 Financial Results

According to the accounts, the working of the Corporation for the year ended December
31, 1985 resulted in a net profit of Rs. 64,896,438 before charging Income Tax as compared

with Rs. 113,696,620 for the preceding year.

The following table gives the financial results at various stages.

This Year Last Year

Rs. Rs.

(#) Gross operating profit 85,439,945 120,268,968

{b)  Net operating profit before income tax T 29,016,713 65,447,681
{¢)  Net profit before tax (inclusive of non-operating

income) 64,896,438 113,696,620

(d) Net profit after tax 17,751,438 56,523,620

The following statement gives a summary of the financial results for the year under

review and previous year.

Year ended December 31,

1985 1984
Rs. Rs. Rs. Rs.

Sales including subsidy 1,058,661,838 941,815,517
Less. Cost of Sales 973,221,892 821,546,549
Gross Operating Profit 85,439,946 120,268,968
Less : Expenditure
Directors Remuneration 19,450 9,598
Administration and Establishment 53,242,483 43,609,927
District Stores Expenses — 1,575,082
Marketing and Distribution 2,756,449 9,453,993
Bank Charges 302,351 132,523
Audit Fees 102,500 56,423,233 40,164 54,821,287
Net Operating Profit 29,016,713 65,447,681
Add : Other Income 35,879,725 48,248,939
Net Profit before Taxation 64,896,438 113,696,620
Less - Provision for Taxation 47,145,000 57,173,000
Net Profit after Taxation 17,751,438 56,523,620
Add : Profit and Loss Account

balance brought forward . 138,695,780 87,653,972
Contribution to  Consolidated

Fund (15,000,000) - (12,892,379)
Adjustments in respect of

previous year 31,137,642 154,833,422 7,410,567 82,172,160
Balance carried forward 172,584,860 138,695,780
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2.3 Financial Structure

Financial structure of the Corporation as at December 31, 1985 as compared with that

as at December 31, 1984 is given below :

Resources

Government Contribution
Foreign Aid (West German Aid)
Capital Reserve

Profit and Loss Account Balance

Utilisation
Fixed Assets at Written-down Value
Net Current Assets

2.4 Source and Application of Funds

As at December 31,

1985

Rs. (Million)

40.1
165.1
0.2
172.6

378.0

1984
Rs. (Million)

The following statement shows the source and application of funds of the Corporation

during the year under review :

Source of Funds

Net Profit before taxation

Less : Profit on sale of fixed assets

Add : Prior year adjustments
Depreciation adjustments

Add : Ttems not invelving movement of funds :
Depreciation

Funds generated from operations

Other Sources
Sale proceeds of fixed assets
Aid from West Germany

Application of Funds

Contribution to Consolidated Fund
Income tax paid

Acquisition of fixed assets less adjustments

Increase in Working Capital as analysed below
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Rs. Rs.
64,896,438
953,066 63,943,372
31,137,642
677,689 31,815,331
95,758,703
8763,288
104,521,991
975,265
4,555,558 5,530,823
3 110,052,814
15,000,000
713,314,623
7,199,909 95,514,532
14,538,282
e —
55


http://www.noolahamfoundation.org/
http://www.noolaham.org/wiki/index.php/%E0%AE%AE%E0%AF%81%E0%AE%A4%E0%AE%B1%E0%AF%8D_%E0%AE%AA%E0%AE%95%E0%AF%8D%E0%AE%95%E0%AE%AE%E0%AF%8D
http://aavanaham.org/

Effect on Working Capital

- Increase Decrease
Rs. Rs. Rs.
Stocks - 97,500,676 — '
Advances to Employees - 2,731,785 —
Deposits Receivable 2 49,415,454 ' =
Payments in Advance i 210,362 —
Debtors A 4 — 16,084,036
Cash and Bank balances .. - 55,518,417
Investment Fund e — - 1,060,585
Creditors o . — 89,367,777
Accrued Expenses f - 27,919,437 _ i
Deposits Refundable _ : g 764,497 _ —
Receipts in Advance _ .. — 1,973,116
178,542,211 164,003,931 14,538,280
2.5 Comments on Accounts
2.5.1 Unreconciled Accounts

(a)}) Fixed Assets
(i) This represented value of book balances.

(ii) A satisfactory reconciliation of the verified balances with the book balances
was not made available for audit.

(b) Festival Advances—Rs. 42,163
This is the balance as per control account and it had not been reconciled with the
aggregate of balances in the subsidiary records. The Chairman informed me
that the unreconciled difference had been carried forward since 1979 and that
action was taken in 1986 to include the omitted balances in the ledger.

2.5.2  Understatements/Overstatements in the Accounts

(a) A liability in respect of demurrage payable amounting to Rs. 3,766,093
(U.S.8 137,312) for the year 1985 had not been disclosed in the accounts.

(b) Depreciation amounting to Rs. 55,916 had not been provided for the year under
review. . The Chairman explained that the Corporation had followed the practice
of depreciating fixed assets from date of use and not from the date of purchase.

(c¢) Treasury subsidy of Rs. 6,971,809 in respect of Urea imports had been appropriated
in full as revenue for 1985 without any adjustments in respect of unsold stocks.

(d) The value of shipment shortages amounting to Rs, 211,017 had not been adjusted
in the accounts.
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2.5.3 Debtors—Rs. 180,205,437

No opinion can be expressed as to whether the valuation of debtors shown in the balance
sheet is realistic due to the following :— :

(i) Out of trade debtors totalling Rs. 72,640,636 only 11 per cent of the debtors amoun-
" ting to Rs. 8,247,452 had been confirmed, whilst sundry debtors balances totalling
Rs. 76,021,114 had not been confirmed.

(i) Debtsto the value of Rs. 9,128,180 were outstanding for 2 to 5 years. The Chairman
explained that Rs. 8,754,490 made as provision for bad and doubtful debts was
adequate to cover these debtor balances.

(iii) Provision for Bad and Doutbtful debts had been computed after deducting credit
balances from debit balances. The Chairman explained that the Corporation
had been following this practice for several years and that provision when computed
on the basis suggested would result in an under provision of Rs. 4,703.

2.5.4 Creditors—Rs. 446,051,541

- No opinion can be expressed as to whether the valuation of creditors shown in the
balance sheet is realistic due to the following :—

(a) The position with regard to confirmations was not satisfactory in that none of the
68 creditors balances had been confirmed.

(b) Liabilities totalling Rs. 118,191,261 were outstanding for 3 to 5 years. The
Chairman informed me that these balances had been carried forward since 1977
and that these amounts would be written back after examination,

2.5.5 [Inappropriate Disclosures

Inappropriate disclosures observed during the course of audit were indicated in my
detailed report. '

Some of these are referred to below :

Item Comments
(a) Cash sales (Returned Redeposited cheques for Rs. 145,000 which had been
cheques) realised shown in the accounts as outstanding.
(b) Audit fees Advance payment of Rs. 30,000 in respect of audit fees

for 1984 had been charged against revenue for 1985
instead of prior year adjustments account.

(¢) Demurrage and Despatch money rececipts amounting to Rs. 2,667,774
Despatch Money had been disclosed in the accounts as Rs. 1,423,406
due to the set off of Demurrage payments amounting to
to Rs. 1,244,368 which should be disclosed as Expendi-
ture. The Chairman, informed me that despatch money

and Demurrage would be shown separately in future.
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2.5.6 Evidence for Audit

2.5.7

3.
31

of Rs. 113,696,620 in the previous year.

The following items in the accounts could not be satisfactorily vouched or accepted in
audit due to the reasons indicated against each item :(—

Item

(@) Accrued expenses

(b) Creditors

(c) Land and Buildings

Identified Losses

Value

Rs.
23,393,997

75,705,609

112,132,380

Evidence not made available

Details of commitments in respect of
1976 and 1977 which had been brought
into the books after the fire in 1977.

Dctails of an unidentified balance brought
into the books after the fire in 1977.

Title deeds in respect of properties
belonging to the Government. The
Chairman explained that the formal
vesting had not been done and that
action would be taken to obtain the
relevant documents.

The following losses of Fertilizer had been dealt with during the year.

(a)

(b)

(¢)

Cause of loss

Shortages less excesses
observed at physical
verifications

Apparent misappro-
priation by the store
keeper.

Fraudulent issue of
Fertilizer

Yalue

Rs.
944,794

148,614

1,307,402

Comments

Written-off to the profit and loss

account.

Legal action pending.

According to the Chairman, an inquiry
had been conducted and a decision was
pending.

FINANCIAL AND OPERATIONAL REVIEW

Finacial Results

The operations of the Ceylon Fertilizer Corporation during the year under review had
resulted in a net profit of Rs. 64,896,438 before tax as compared with a corresponding profit

~analysed as follows :
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1985.

Favourable Unfavourable
Rs. (Million) Rs. (Million)

Increase in Sales o 116,846 —
Increase in Cost of Sales - — 151,676
Increase in Overhead Expenditure s — - 1,602
Decrease in Other Income , - — 12,369

116,846 165,647
Less .. L A 16,846 116,846
Variance e 48,801

Prior year adjustments amounting to Rs. 31,137,642 had been made during the year
In view of the magnitude of prior year adjustments affected year after year and the

deficiencies referred to in this report, no realiance can be placed on the financial results disclosed.
An analysis of the variances in the financial results shown above is also subject to
this qualification.

3.2

In this connection the Chairman informed me as follows :

(i) The Corporation had recovered a sum of Rs. 5,732,317 in the form of penalties
and the penalty clause was introduced for the first time by the Corporation in 1985.

(ii) The Corporation pursued a policy of receiving minimum subsidy and this was the
primary reason why the trading profits had come down in the year 1985, when
compared with 1984 results. Particulars of subsidy allocations of the Govern-
ment expenditure therefrom, annual subsidy savings and the Corporation profits
were as follows :

1984 1985 1986

: Rs. (Million) Rs. (Million) Rs, (Million)
Subsidy allocated s 1,000 1,000 1,000
Subsidy spent i 1,037 748 613
Subsidy saved e (37) exceeded 252 387
Net trading profits w1 65.4 29.0 9.7

(iii) The Corporation had made many purchases, using supplier’s credit under credit
terms during the year 1985. A premium to be paid on such occasions and the
monies involved in the deferred payment were utilized in short term investments.
‘Therefore, a considerable portion of the trading profit is hidden in the item
“interest’’,

(iv) Over 50 per cent of the Corporation’s work including mixing and distribution was
done at the Corporation’s complexes at Maho, Weligama and Polonnaruwa.

(v) Prior year adjustments included items relating to 1976 to 1983 which had arisen
due to reasons beyond the control of the Corporation.

Gross margin percentage
The gross profit margin on cost of sales had decreased from 14. 64 per cent in the

preceding year to 8.7 per cent in the current year,
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33 Assets and Liabilities Structure

Significant variations were observed in relation to the composition of assets and liabili-
ties as compared with the previous-year, as shown below :-

Assets 1984 1985
- Rs. (Million) Rs. (Million)
Physical Assets i 344 .0 439.3
Money Claims i 4 193.5 180.4
Money Assets s 327.9 258.2
Liabilities

Long term liabilities " 160.5 165.1

Current liabiliteis fe ok 478.9 515.5
3.4 Liquidity '

Current liabilities represented 68 per cent of the current assets as at the end of the year
under review as compared with 71 per cent as at the end of previous year.

3.5 Plant Capacity Utilisation

Adequate records to indicate the optimum capacity, the budgeted capacity and the
actual utilised capacity ofthe plant were not availableto undertake an assessment of efficiency

of plant capacity usage. The Chairman stated that steps are being taken to maintain these
records. : i

3.6 Cost of Personnel

A reduction in salary cost and overtime cost per employee had been recorded in respect
of 1985 as shown below :

1984 1985

Rs. Rs.

Salary cost per employee - 16,464 15,974
Overtime cost per employee v _ 4,623 2,250

Number of employees i e 855 906
3.7 Apparent idle stocks of Fertilizer .

The fo-llowing stocks had been lying in stores without being issued for considerable
length of time.

Item Quantity Value Period of

; existence

M.T Rs.

Kieserite 6.4 24,073 Not available
Muriate Potash 8.3 16,030 —do-
Borate 4.9 61,609 —do-
Triple Super Phosphate 7.6 13,785 ~-do-
Urea 3.9 9,852 ~do-
Sulphate of Amonia 1.6 5,109 -do-
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According to the Chairman, these stocks were held in the District Fertilizer stores
located Island wide and that steps are being taken to utilize the stocks.

3.3 Settlement of Foreign Exchange in Local Currency

The Corporation‘s claim of U.S. § 5,220 for despatch money earned in the Port of
Colombo for the speedy discharge of Fertilizer had been reduced to U.S. § 2,510 after negotia-

- tions. This amount had been settled by thelocalagent in Sri Lankan Rupees (Rs. 68,835)

instead of in U.S, Dollars.

According to the Chairman the ship owners had offered only U,S. § 131,25 against the
Corporation’s claim of U.S. § 5,220. Subsequently, the local agent had offered Rs. 68,835
(equivalent to the U.S. § 2,510) and the Corporation had accepted this offer,
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3.10  Security Service

The contract for the provision of Security Service for the Hunupitiva Works Division
had been entrusted to a firm in February 1983 and the contract had been thereafter extended
from time to time with consequential increases in rates without calling for fresh offers. In
addition, the Security Services at Weligama, Polonnaruwa and Anuradhapura units had also
been entrusted to this firm without calling for tenders, and the total amount paid to the firm
for the Security Services during 1985 amounted to Rs. 2,194,933. It was however, not possible
to be satisfied in audit that the payments were fair and reasonable in the absence of evidence
to show competitiveness of the rates paid. In this connection it was also observed that the
Chairman, Board of Directors of the Ceylon Fertilizer Corporation had beena Director of the
Security firm in question up to December 22, 1982. According to the Chairman his position
in the Corporation upto April 1, 1983 was that of a Working Director attached to the Hunu-
pitiya Complex, and the contract in question had been awarded to the Company prior to his
assuming office as Chairman of the Corporation. The contract with this firm had been extended
on the ground of satisfactory performance. He had also added that the relevant expenditure
was incurred to safeguard Corporation’s assets worth over Rs. 400 million and that quotations
were called for Security Services at Weligama, Polonnaruwa and Anuradhapura Units under
a box number in the daily papers.

3.11 Anuradhapura Building Complex

The completion of this building complex had been delayed for over two years and the
work had been entrusted to another contractor as the previous contractor's work was found
to be defective. The Consultant Engineer had recommended Rs. 2,377,500 as liquidated dama-
ges and the matter is now under dispute. According to the Chairman, the Cabinet had recom-
mended the previous contractor for this work and the work had to be given to another firm
due to their failure to complete the work even after considerable extensions of time. At the
request of the Corporation the consultant firm had computed Rs. 2,377,500 as liquidated da-
mages. The Corporation had withheld all dues to the original construction firm pending a
decision on the appeal lodged by the firm with the Sea,retary, Ministry of Agricultural
Development and Research.

3.12  Inventory Levels

Inventory levels in terms of number of months consumption/sales computed on the
basis of value and quantity are indicated below ;

Type of Inventory Number of Months Consumption/Sales
' Based on Value - Based on Quantity

: 1985 1984 1985 1984

Fertilizer Stocks 4.8 3.1 5.5 3.6

Both in terms of value and quantity, purchases of fertilizer during 1985 appears to be
excessive leading to non-moving stock holdings with consequential additional expenditure on
storage facilities.
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According to the Chairman, the Corporation had to maintain sufficient stocks in com-

plexes to meet emergencies arising from Urea plant closures and breakdowns, short supplies

"in the World Market,  Government's agriculture programme. The Corporation also had

to make use of credit facilities negotiated by the Director, External Resources. There was

also a significant change in the import pattern of Urea by the Corporation during 1985, due

to closure of the Urea plant. He had added that there were shortages of Urea during 1984
which had been averted from 1985. : '

4. SYSTEMS AND CONTROLS

Deficiencies observed during the course of audit were pointed out in my detailed report.
Special attention is needed in respect of the following areas of control.
(a) Purchases
(bh) Sales
(c) Cash cqllection and disbursement
(d) Debtors
(e) Material control.

(Sgd.) D. H. F. Hewagamage
Acting Auditor General
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COMMENTS ON THE AUDITOR GENERAL’S REPORT ON THE

©2.5.1

2.5.2

2.5.3

2.54

2.5.5

3.9

ACCOUNTS FOR THE YEAR 1985

*

Comments have not been made on informative paragraphs.

Fixed Assets

(i) The reconciled statements of fixed assets verified were given to the Auditors and
the necessary adjustments made in the Final Accounts.

(#) At the time of preparation of accounts the acerued liability was not determined
although ship owners had claimed US. 8. 137,312, The Corporation‘s computation
reflects only US $. 58,231.23 and steps have been already taken to provide the
latter sum in the 1986 accounts as an adjustment,

(¢) This was an additional subsidy for 1985 received without sufficient details. Even
after May 1986 subsidy rates have been reviewed effective from 1985 and further
amounts have been received as additional subsidy for 1985. Necessary adjust-
ments have been made in the 1986 accounts,

(d) The Corporation’s past practice had been to value stocks without considering
the sweepings from shipments.

Debtors—Rs. 180,205,437

(i) Action was taken to call for confirmations from debtors but the response had
been poor,

Creditors—Rs. 496,051,541

(a) In the past the Corporation has not taken action in this direction as it may not
be prudent to seek confirmation from certain categories of creditors as it may
prejudice the rights of the Corporation in the event of litigation.

Inappropriate Disclosures

(@) This has been corrected in 1986 accounts.
(b) This error has been corrected.

Import of Urea
(vii) Evidence is available in connection with (VI)(a)(®), (c).

Systems & Controls

In view of these deficiencies reported by the Auditor General, the Board of Directors
appointed a firm of Chartered Accountants to examine and forward their recommen-
dations regarding the Systems and Controls on the Finance Division of the Corporation.
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