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NATIONAL PAPER CORPORATION
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The: Minister of Industrics &
feientific Affalrs,
Minictry of Industrics &

seierntific
Jivaratana Read,

In mecordarce with gcetion 30 (1) of the State

Corporation Act Ho. HY o 957

Lot o,

respeet of the setiwitices of the

hffaliro,

Trogd i
Bralarvce Sheoet.

5
I

Observations of t

o and Profit and Loss

38 6f 1971, T zm pleased to present the

of Dircctors.

focecount.

Lo Auditor Goneral.

Gorporatio:n on the 1966 fudit Report.

28th Deccmber, 1967.

0,0 i The Sgcrolary,

vimigtry of Finance &

suditor Generol.

Yours

HATTIOMAL E&

7Y
AT RMAT/ M

4

Plapning.
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Gorporation for the year 1966.

snts of the Board of nirectors of the

foithfully,
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HATIONAL PAPER CORPORATION L -

REPORT OF TIE BOARD OF DIRECTORS FOR THE FINANCIAL YEAR 1986.

o

3 Zntroducfion

L et st i

The Chairman arx?® BoarA of Dirdctors are pleased to prégé“t“fhb

Annual Report fér the year enved 31st Pecember 1986 with a happy
note that this Oorpongtlon hag‘bettered its performance of 1985
resulting in cf: increase in Profits from fs.34.5 million to Rs.56

mi11ion.

“ We were oble to achieve this profit of Rs.56 million in 1986 by -

i) Encroose an tur"overs L4 ;
3] Roﬁuctior“ﬂ =iAle time bv uging alternate Raw Materials
when stahdgrd matOqulu are. not avallablo.
iii) Increase in eff1c1ehcy at 5l the purchase of matorlals.

-

iv) Profitable'investment_of gurplus fun?s,
Embilipitiya Mills has mave a profit of #s.26 million compared-
to the profit of fs.k million in 1985, Valaichchenal Mills has
"ma;i;'::‘i::]L:'L:"_c'q the profit of Rs.30 million for 1986 ag well,

2, Board of Directors

dee

2.1 Copstitution of the Board in 1986

S ar 1e 4G, Brwaras "+ = " Ohairman/Mazaging Director
2, Vajira Wimslasexna S Workingnbirector
3, R.T.H, Ratnatunga - Director
4. B.P. Sepalage - Director

5, K.D.N.P, Nanayaokkara - Director

6. Anthony Marcellus - Director

i

P El;Jhnnhhmy dagwaran - Director

3

2.2 Appointmeonts to the Board

ot

M. MaA.0ua. Rohaomen Wao Jpp@l“taﬁ as Working Director with effect

from 16th: uoptombor 1986,

2.3 Regignation from the Board ¥ i

Mr. Vajira Wimalasena - Working Director, resigned from the Boar?
~ on 30th April 1986,

e

CO:‘.t" PRSI
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2l

3

2.1

o P P

B2

3.2t1

Ed

BoarAd Meetings : S

During the year 1986 there were 18 Board Mectings inclusive of an

Emergency Boar® Meeting.
Production

Valaichchenai Mills = e L 4

Valaichcherai Mills were dble to manufacture 96,5% of fhe Buigeted

Quantity. Capacity usage was ?3%. Pro'uction losses were mainly Aue

to power cuts an? low voltage.

Finishe? Preruction (Metric Tons)

Actuals £y & T of Actual.
. ' . 'Bufgeted ProAuction for '86
1982 1983 1984 1985 1986 = 1966 . on Bulgeted Qty.

Machine 6477 . 5685 6103 7098 7127 7560 9k %
Machine 76627 7734 8286:; 8909 9297 9465 98 %

'14159'.13419 14389 16007 16424k 17025 96 %
Emblllpltlyl Mills j“*f  g - GodEen e a

Embi11p1t1y1 Mills ma*ufacturea 112% of the Buigeted quantity.
Capacity usage was 67% of the rate? capacity,

Finished Proiuction (Metric Tons)

Actuals i) "' 7 % of potuanl
S T ot Butgeto? Profuction for '86

1982 1983 1984 1985 1986 1986  on Buigeted Qty.

8009 884k - 5820 8078 10111 - 9035 PLeT S

Manufacturiﬁg Cost

Valoichchenni Mille &

Average proinction cost of papsr manufactured at Vaolaichchenal Mills
has incrensed by 4,27% compare? to 1985, It has increased by 6.25%

comparc” *o 1984,

1982 1983 1984 1985 1986

Monufacturing Cost ' > :
(ngarost Rs. ‘Mln.) 180 G 182 206 221
FinisheAd Production : L 0
Metric Tons T 13419 14389 16007  16k2h
Average Mapufacturing Cost :
per metric Ton 12748 12528 12649 12874 13474

.

COEta_gn00¢l
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5,

e

2 Bmbilipitiya Millse
There was gratual~decline in manufacturing cost per Metric Ton of
papor-manufactureﬂ'tomparoﬂ to previocus twg years. The average
cost of production Auring the year “ecline” by &% compare? to 1985
#n? 9% compare? to 1984, The ~ecline in manufacturing cost was
Ane to inecrecase in procuctioxn, o
1982 -+ 1983 198k 13985 1986
. Manﬁfacturing Cost _ e _
(Nenroot-fs, Min,) 195 206 148 202 23h
Firishe? Production ) T i
(Metric Tone) : 8069 8844 5820 8076 10112
Average Maﬁufacturing Cost Vi e
per Metric Ton 2435 22295 25435 | 25125 23151
i B
Mimiea et d v by il ~ s

The total aflos Baipeto? for the ygar 198

6 was ks.603 million whersas

. 628 million of sales was achigve®, 2 #
FPelais Sediens oF Loc&lli Mﬁnufacturc“ an? Importe? Items ‘
(a) In fs. Million . 4
Ave blutas e A Buigot
1982 1983 . 198k ‘¢ 1985 “?19&6 1986
Valaichohenai * - e : . :
Products GIARO0 L ey 212 261 . 302 315
Emb‘j:iipitiyaj-; i g 7 : _ I -
ey Ly 206 215 26k . 278 AR 284
Importeﬂ"Papgr : e s ; 5, b L
Total, b2k bhso k81 562 628 603
(b) In Metric Ton
’ Actua 1}53
1982 1983 1984 1285 1086
Valdichohonai o
Profuctd) 12,820 13,948 14475 14077  15848- ©
Dubilipitiya | BiEi '
Products ~ 8065 7418 6577 8577 9969
'zmporteé Papor BAR /o 2B alh 67 31

Frices wore last roviged in 1983 and increase in sales wag

achievec?® without incrsasc in the prices,

Contd

.l...‘.
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5.’10‘=3-

5-1-}';-

5.1-5.

g

-

Embilipitiya Mills Protucts

The gross profit-earne” by the Corporation or the sale of
Embilipitiyza Mills profucts was .58 million comparcd to f5, 57
millioxn in the previous-year. The gross profit ratio on salcs

revenue was 18% compare® to 13% for the previous year,

Valaichchenai Mills! Pro?ucts

The gross profit carne’~by the Corporation on the salw of

Voalaichehenal Mills proiucts was Rs.51 million compare® to i 53

millior in the previous~yoar., The fross profit ratio on sales
revenue was 17% comparc? to-19% for the previous yoar.

Importa? Paper

ot

The gross profit earne® by~“the Corporution on the sale ofmImpbrteﬂ

paper was Rs. 56,867 compare? to k.6 Lakhs in the previous yaor, The

gross profit ratio on cales revelue wos 4%-compare“ to 20% for the

pravious . ysar. . - : : g o

Morketing Constraoints

" “Although our produets hu? %o compete ix the market with cheop

Importe’ Substitutes like Newsprint and Poster~Pgper, wo ware
able to increace our turrnover by R.66 million Auring the year.
Although per capita congsumption of puaper hac’incrnasdﬂ'from

5 Kga i2~1985 to 6 Kg. in 1986, we wernm oble to retaixn pur'murkot
ghaveion’ izermaco calms-by effecting alternative teorms like

Cretit Foeilitiesg, cush Jddccounts, guartity “Jibcaubis whc.,

Miscellaneous Incomna

—

The Corporation has carne? gn income of Res 12,433,099/~ on

activities other than Trading Income, The bragk up as follows =

Sale of Emptiecs etec, ' O B ¢ 880,354

Non Refundnble Deposits = Bse 62,950
Interest Recaived from Bank Depogits and - :

' frow Debtors Reu 14 479,795

%.:’2,4;5 1099

Contd sevees
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7. .Appropriation of Profits

Balance B/F as at (e 4 S _ f3.8%,855,015 Dr.
Legs: Net Opcrating Profits . . SRR RS S ©85.55,855,551 Cr.!
ot Tk i P ey 2. 27 4999 4464 Dr.
Less:; Amount over provide for ulVluﬂ’” in ﬂ@ﬁﬁ : R T TN e

| Rse27,101,690 Dr.
Ad?: Adjustment in respect of -~ = R LG

previous years ~ _ - f5. 171,849,633

LAjustment for Aifference in . ;

exchange rate ~ Rse 3241574970

Deenod Dividen” Tax for 186 28.1%,963,686 m.5?,971,491 DT
Balance Carried Forwars? Al & g s Rse 794072, 181 Dr.

::::::::I::::

6. Gapital

8.1Ifuthor1 cd Capital : =

" There has beer~no change in the futhorise? Capital of the
Corporat1on and it stan?s, at Ree 15,722,000/ -

Dl Co‘trlbuteg Capital (Vote? by Parlinment)

There is no~change in the contribute? Capital for this year as well

and it stan”s at Rse 321,60%,358/10 an? is madc up as follows:

Valaichchenai = Machine No. 1 %. 94 000 ,000,00
_  Machine Ne. 2 S : \m.hz 2?2 000,00
Embilipitiya Mills : ' : 250 351 358,10
m.§21,603.358;¢o

*9. LO“g Thrm Liabilities

K.;.w. Loaon Embilipitiya Mlllv DM, 19,357 601,64
(ﬂF.‘Couvortoa into Sri Lankg Rss @ Rsa oM = %.1&4,020,556-20 )

9,1 K.F.W. Loan Instalment.& Interest “Jue

e ——————————

Tonn Instalments Interest Total
- l.¥eleighchorai Mills - 30,692,309 O 30,692,309
© o pAbilipitiya Mills -mu324,66o,996 19143 il 495,998,386

3551353, 305 171,337,390 526,690,695

PRI e T | e o i e e s . st T

i1%.25i01n;257;55lw53 pai4'£ﬁ-1§86.aéainst'ibstalmonts and interest Aue.

CO‘.‘_JF}'“‘ () olo. l.
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L KoeFolls Loan Embilipitiya Mills

The lisbility oz account of loan repayment ani interest ag at

31.172.86 was ma®ec up as follows:

Balance outstaxding as at 1.1:86 5is
Gapital. Rss 254 ;593,026
!_{Intereg;- oo  £5,163,526,270 . Rs.%18,119,296
. Loax Instalment payment payable in 1986 By e 1
‘Instalment D.M. Value  Rate of L S Bupes | g
Payable e oa s usaExeinies Value
30.06.86 2,547, ,000 12,73 7 32 kB 240
31.12.8 86 547 000 :}' 14,78 37,644 660 Tss 70,067,970
I“tereut Payable in 1986
Interest D.M. Value Rate of Rupes
Puyable on Exchange Value
20,06.86,  611,290.0b (ks 74781,722 :
31.12.86,  547,615.04 e 83093,750 = - Ree= 15,875,472
Less: Feecs subpidy receive™ from Treasury © (Rse  8,018,000)
Amount receive? from Treasury Gounterp;rt PRy

@.495,)96 366

G, 2" KL e I an Valaichcherai : s

Tha 114b111ty ax-apccount of loan repuyme‘t g 1-tarast as at

31.%2 864 was mote up as follows,

“Capital - Re.46,692,309,02
Interost Lor ey o959 0l 55 Rse H7,6H2,213. 57
Less: Amount pair to Treasury against Instalmeﬁtqb-_rw B
& .0t an? Intereat Juring the year. _ : SRR W6{9¥9{90¥.55
&mﬁuuﬁ'pmyable aeat B3h 48 86 s L -ﬁo.3016921309'02

- oo : _"“"““'“""“_""'“"'_-“f"""_
The Aifference in rate of exchange-in KiFille-Loarr-instalmente Wag, @+

‘Beén~charge? to the Appropriation fcocunb.

0., . Fixed pssets: dETR i
b . Cost Mbépfociation 'W:Q,ﬁ} '_'w:D}?.7§s at
e S | 3. 12,8085,
1) .Head Offico- ks el b -
Lar? & Buildings i 3,873,190m: .%?4;580 3,098,610  3,199,34k
Furniture & Fittings 3,485,075 2,698,477 . 786,598 829 803
Vehicles 2,874,267 1,522,642 951 625 = L,365
9,852,552 4,995,699 k. 85t> 833 3,953,412
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10,

ii)

S

11.
11.1

L

-u. "'_?"

et

Fixe? Asseﬁs ;
Cost Depreciation By i g WeDs Ve o8
3141241985
Embilipitiye Mills . ;
Land & Buil@ings 78,447,155  304400,419 47,966,736 51,066,568
Machinery & : :

Egquipnent 333,096,623 195,607,036 137,489,587 156,787,835
Hodcing Scheme 1%,955, 644 6,053,756 7,901,888 8,597,229
Vehicles 16,580,337 16,338,176 2k2 ,161 367,931

Lh2,079,759 248,479, 587 193,600,372 216,819,563
Valaichchenmi Mills _
Land & Buil?ings 26,512,186 16,1564,290 10,375,996 - 11,012,738
Mochirery & : S Sty

AqulpTe't 112,445,240k 92,128,924 2059164520 1 28050000

Housing Bchene 2,675,319 1,941,162 w23k 157 376,765
Vehicles 11,518,891 9,661,465 1,857,426 55,930

153,151,640 119,867,641 25, cb3 799 36, 5?8 692
Gran? Total 605,063,931 373, 342 92? 231,724,004 257, 351 66~
Current Loseta: * o

Current hsscts as ut 31.12.86 were 153608,665,310 as compare” to

Rs. 553, 449 682 as at 1.1.864 It is mate up as follows: - o
Ttem 5 Value % Total Valye

1. Firishe? Goo's R . 74,637,849 ’ 12

5. Raw Materials, Spares ete. 191,907 , 304 32

%, Debtors 103,596,576 17

L, Prepayments~& usposits 110,018,587 18

6. Canh i Hnnd ant ot Bank 128,504,994 21

608,665,310 100 1

FPinishe? Goo?s - ~ i -

The Corporation Had =
Rs. 74,637,849/~ as
at 1. 80, 1T i

Valaicheherui Proticts

mate up

L

Embilipitiyn Protucts

Importe” Paper  °

Provision for Excess/Deficiency

i M.,e 361, 083
= Ra. n,)OO,‘l?‘B

ks, 7,742,557

104,708

ks 7l ;6375 849

stock of Finishe? €oo’s to the value of
Gt 3M. 12,06 uas compare? te 8.83,439,310/- as
fellows,
1507 36,081,205

L

Contd ¢esss
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2 Wi
11.3 Trade Debtors

ar : -

The total smount due to the Corporationr from Tra“e Debtors was
R5.78,786,833/~. The Lebtors reving a balance of over fs. 500,000/~

are given below,

Nzme of the Debtor 7 Amount Due
; | : RSe
1. Government Printer 37,643,766
2. ‘Edueatiofal Publication Dept. : 12,957,311
| 5. Stata Printing Corporation 6,007 ,661
4, M.8.H. Packaging Irdustries - . : 3,558,582
S. Pockwall Lanka Lt?., : - 24937 4300
6. Coylon Mateh Co. = 14216 ,7897
?..Sri Lanks Etate Trafing Corp, . 970 440
8. Paper Contairers.Lt?., ; o 970,696
9. Captain House < "':L- " ' : R kT 810,880
10, Lever Brotherg Lt4. = ‘ 796,063
11 Kelatl Paper Convertors Litf,. .- - : . . 652,799
12. Jeewajma LtA, = g g 625,341
13. Corrugate? Papery Ixn ustriacs g e g

14, New Swastika Prass 735,736

All private sector Debtors are fully ecvere?® by Bank Guarantge,

11,4 The Dobtors Purnover Ratio, the average coilection period an? other

Statistical Aata gor the last & years are “etaile? below,

Tot4l Sales ' - 450,843,985 484,806,750 561,647,689 628,062,684
Credit Sales 271,919,427 270,239,856 339,771,629 378,485,961
Tra?e Debtors 79,354,022 36,790,129 76,696,280 79,348,117
umsbtors on Total Sales 5.7 13.0 T2 79
Debtors Turnover Ratio 3.b4 Fad L b4 L,6
Average Collection : & 3 e ek
Period 8k “ays 28 7age i LY S ave, 75 fays

11.5 Sack Kraft Debtors

Fhis matter isc now taken up ap the Mizistry Level, Hownvor,“it.is
doubtful that the Csylon Cement Corporation will honﬂur the 2escision
of the #rbitrator, Hence full provision has been ma’e for the
arlount “ue, . X

CO!Z‘.tR SO AR E AN
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12,

i

12.2

15,

1k,

-9 -

‘Current Licbhilitiss ; 4

The Current Linbilitics as at.31.12,86 amounte’ to Rse 583,505,294/~
us compare? with fs. 518,404,268/~ at the end of previous year. It

is made up as follows.

Item Amount Parcentage

: | F5e

Pfovision for Bonus 1,297 3245 : =
Provisionr for Liabilities 17 4 741,206 &
Creditors & fAccrus? Chorges 12,908,631

KoF. W, Loax Insbolment and

Titorest Be Toboo.ny . 526,690,695 90
Ofhers 'y | | 2k,867,517 By

583,505,294 100

Income Tox o v 5

There is an ngrend carried forwar® loss of . 329,651,713/~ upto

the year of assecsment 1985/86 an® the Income Tax Liability Joss

npt arige for the year 1986, ience 2o provision ig mae in the

PBooks for the sgme.,

Turnover Tax an® Duty -

The Corporationvhas paid a sum of f.60,3 Million in respect of

Turrover Tax and a sum of R.13.1 Million in respect of “uty on

imports,

flnance - : =

We have pai® Re.d0 mill4on as Dividents to Treasury for the year

1985, We bave also paid Rss25 million to the Treasury against

K.F.W. Loan instalment and interest,

Foralign Exchange Saviigs - SNl

Tha wot~Forelrn Bxchange Savings on manufactures Paper and

Boards Auring the year is estimate® at R235 million.

- et

Foreign Exchange equivslent of Production 1986

Lesc: Ttemg Cortribuited to Foreipgn Exchange Lossas

1. Foreign Exchange Coot of Raw Materials 143
2. Foreign Excharge Cost of Spare Parts 19
3, Foreign Bxchange Cost of Depreciation 18

4, Foreign Exchange Cogt of K.F.W. Loan Intaraab 8

Net Foreign Exchange Savings

Contd

Loz
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15, Persontel Stroneth e

At thevcommencemcnt Of the year there were 3538 cmployees and at
the ¢4 of the your it was 5586. The bresksup ic as follows,

1185 1986

F
a) "

) Hea Office LW i 546 . 2
b) Valaichehenai Mills 1600 1655
¢) Embilipitiya IR L a5 1392 1372

3538 3586

Lunour Turnover (Category Wise)

T

iy Category Hea? Office Valaichchenai Embilipitiya

AArdiristration " 06% ' 02% 08%
el nesrn fiom o 1% : 06%
Accountants . 20% - 16% _ . 22%
Tschuologists | N -~ : 10% s ' 08%
Supdrvisory Tephﬁical _. e - ; 03% 07%
Non-Technical = 41 169 : 06% I 02%
Clerical & Allie? 05% ok 05%
Manual & Manupulative 05% Mg E e

Training Programme for Corporation Employees

1) Exberuul Trolpiung Progromiues e

Detalls of emy oyees who were provide? opportunity to participats
iz short term training programmes ete,, convucte? by N.I.B.M, and
other orgonisations are as foliows.

Category : Hea? Office Volaichchenad Embilipitiya

hxocutive o 19 13 2§
Technical & AllieA ob 1 ak 2
Clericsl & g1like plaer ol | i O

Manuod & Mgnveulative © (2 ¢ 02 o 06

Due to #onditions in the aren employees at Valaichechenai Mills

roveived oaly _ew opportusivics to participate in the programmes,

ii) Internal Tralnping Programmns

P et i

Training Proagrammes implemente? at Mills an® the number of employees
involved wors as follows: '
LA

'GOntA s ssmas
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o e

Category Hew? Office Valaichchenai Embilipitiya
Management Traince ey : T D SRR S
Trai®ee Accountants 02 02 -
Truinee Junior Technhologists - 03 -
Technical Trainces - 01 =
Trainee Foreman : ' - 13 -
Troaines QeCeha - e -

Trainee Draughtoman - 01 D -
Production Apprentices - 22 -

- Craft Apprentices ' - 59 14
N:D,T, It=planut Trainecs - 01 ok
Undergra’uate implant Trairees - 14 % 02
Trainee Telepho£0 Operator - 01 ; -
Troinee Typists : 03 - : 03

b)

c)

Training Abroa?

Valaichchenai Embilipitiya
Pulp & Paper Techrology
Infia 2 years 02 02
Horway = 10 months 01 i
Eneérgy~Conservation
Finlan? = 6 weeks . R T 01 7 o8l
AuPi0u Trainizg
finland = 1 week _ 01 -
Japan/Thailan? - 3 weeks TRLEIR s -
India - 2 weeks ; Ll i -
Staff Development

gteps taken are as follows -
Nomination of executives for Managemexnt Couferelces and Programmes
of trairing to broao’en their knowledge in particular areas of work,
Nomination of Exccutives for short term training programmes to
vauifo knowledge of management principles, technigues etce, -
Rotation of Executives within their Departments to acquire wider
axperience, 53
Milling of vacancies ismternally whorever possible.
Reimbursement of expentiture incurre? in acquiring merbership
in professional bodies to encourage executives to seek such

membership,

CO::t" acau--.oo
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i ; e - 12 =

) Grant of Study Leave, an? reimbursement of exumination fees to

encournge Exccutlvos to acquirc higher qualification,

I“co thL Sct em@ an Facllltles

a) i) Anruak Bonus : R .

ii) Attendanee Bonus

iii) Productior Bonug f c = 4
iv) Encashment of unutii;se“ Mefical ieava i =
v) 8ite retention aullowance i
vi) Hardship allowgnceﬁn :
b} i) Issue of subsidise?d textiles
ii) Issue of Freoe Exercise Books
1ii) Bupply of Free Tea Auring | Horking. Hours
iv) Reimbursement of Mericul Expense
v) Retirement of Death vonation Schene o

vi) Provision of Library Books
vii) Provision of Sports Fagilities.
viii) Provision of Subgidise? trancport for marketing otc.,
ix) Provision of subsi?ise? transport for school chilAren
x) Nursery School at Mills

xi) Welfure Retail Shop.

17. Future Plang: -

Distussiops arce in progress with K,F.¥. based on a feasibility
stuty of Pulp =nd Puper Inustry in Sri Lanka by Messro. Gopa
Congultants and Hans Rahm Ingenieurplanug AG~of West Germany,:
The Representatives from K,F.W. are satisfied with~the g DECETOHS
ma’e by National Paper Corporation an? are prepareﬂ“to dogist us
in the fellowing projeccta,

Embilipitiya

<~ nuutv Pﬂpar troatment equlpment
24 mflue"t troatﬁput plb 2t pla'
5, Bolllor,

Valaichcheral

1e CO RSOllﬂqthL of le;lchchcnal Mlll
2, Woste Paper treatument equlpmeni ;

3. Efluent trﬁatmcnt pilart,
e Coating Plavt

They are prepare? to fiusice the fereign gompﬁnents of. these projucts
upto DM 46 million, It is proposcd to procec? with these projécts

crce the Government approval is obtained

CO:‘.t"’ P I
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& AF

In socond phase the K,F.W, is prepare? to consider apsistance
for establighing o Newsprint Mill at Embilipitiya using Pinus
an? Cypress as raw materials through a Chemi Therme Mechanrical

Pulping process,

18, Conclusion

In spite of a number of conttraints the National Paper
Corporation has ma®e. tregmondous progress in 1986.. We plan to

Maintain this trend in 1987 as well,

CHAIRMAN/MANAGING DIRECTOR.

krf

D,

29th April, 1987.
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7

iy No. IR/G/NPC/1986
' Auditor General's Department,
Indepcndelce 3gUArc,

Colombo . 0o :

16tn-QctObOr,.198?é

Repgrt of the Auditor ‘General oxr the Accounts of the Hationa
Paper Corporation for the year cnded December 31, 1986, in
torms of Section A4(2) (e¢) of the Finance Act. No.38 of 1971

ThC-Audit of the accounts of the HNaotiopal Paper Corporation for the year
cnded Decomber 24, 1986 was carricd out under my direction in pursuaﬁce
of the provisions in. Article 154(4) of the Constitution of the
Democratic gccialist Republic of Sri Laxnka, read in conjunction with
Seption ﬁ5.(1) of %He:Finance Ao, Be. 28 of 1979, In cdrrying out this
audit T was assist;d 5§_a firm of Auditors in public practice. My
obsefﬁations wh;ch'l c&néider should be published'with the Annual
Repoft of ﬁhe Corpéraiion in terms of Scction 14(2) (c¢) of the Finance
Adt appear in this report. A de&ailgd roport in terms of Scction
(12)(7)(a) of the Finance 4ct was forwarded to tho Choirman on July

07 v 1987+ ;

1:2 Scope of Audit:

audit opinion, commants and findingb in this Report arc.based on a
review of the finaneial statoments preseanted to audit and subgstantive
tests of pamples of tra:sacfions. The scopé and extent of such review
and tests wers cuch as to enable ac wide an audit coverage as possible
within the limitétions of staff,.rGSOurces'and'timc available to me,
cub-scotions (3) and (4) of Scction 13 of the Finance Act, Noe 38 of
1971 give discretionary powers to the Auditor General to 8ctermizne the

scope ard extent oi the sndit.

2, ‘hocounbss

2:1 Opirvion
subject to my comments in this report, I anm of opinion that the
i . - 3 T
accounts have beon aatiafactorily prepared on the basis of gerncrally
accepted accounting’principles epplicd on & baois consistont :with that

adopteﬂ;in the preceding yeoaT.
Contd esasrsiece
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22 Firaoveial Results” -

According to the accounts, working of the Corporation for the year
ended December 31, 1986 had resulted in a net profit of £:.65,867,429
before charging interest oo compared to 7. 40,383,410 for the previous

t

year.
The following table gives a summary of the finaneial rosults at various
GUEOS .

This year Previous Year

EE : fisa

() Gross operating profit 109;091,392' 90,833,366
(b) Profit before interest. 65,867,429 40,383,410
(¢) Profit after interest 56,070,420 32,087,544

55,855,552 . 34,488,871

(d) et Profit
Deprociation and intercst charged in the accounts were as follows; -

This year . Previous Year

_ s e : £
Dévreciation 22,101,643 - 32,408,040
Interest 7,797,009 8,295,866 .

The following statement gives o summary of the finarnecial resulis of the
Corporation for the year undor review'and the previous year and the

accumulated bzlance in the Profit and Loss®Account,

Year 1986 ;s Year 1985

RS- : " RS.- f5e L RS'. 4

Sales 628,062;684 561,647,689
Less: Turnover Tax 60,330,013 53,101,064
Met Sales 567,732,671 508 , 546,625
Less: Cost of Sales 58,641,279 417,713,259
Gross Profit : _ 109,6913392 90,833,366
£dd: Profit on Shop Salés 295,059 198 ,657.

109,386,451w 91,032,023

Digitized by Noolaham Foundation.

noolaham.org | aavanaham.org

Contd .....;.


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/

‘gelling

 Profit

Leg

Leoss Expo“ﬁcs
Administration

alic
"Dimtributlon

Unabsorbed Overheads

: Oc“or Expenges

11,681,295

20 ?_081'.-, : 1'..1:.? JI..IL
% . 175,979

l:.. _.\2-}‘5'_ ; 2? i{.

i A TR 20

1 Enbor

e

faor the
subﬁidv

recaived

4 !

Loss: Adjustment fop

diff
sxehatze rate

Dividend to

ST monia

payable

the Conesolidated &vn

und

aceocount bhalance

»/

L
Brought

Net adjustment
previous year (

Forward (¢

sty 2

)
13,863, bba

e e T

55,855,552
L]

551855‘153:

(88,806 ,874)

( 2,319,27¢) (84,9

f.J

50,648,613

:ﬁo,583141o
¢0) 866

320875
9,277,766

B By

41,265,310

7’0}

13, 67(

35,921,025

e e

11,063,197

212)

R 1 2 3

16,

o e e A

Balance carriod ' :
forwasd 7 e lvd s bn (83,855,015)

35 Fizavecial Structure: ‘

The fizazeial pnbrusture of -. rpOLEdlo: a5 at December 31, 1986

'compured with that ag at-Docember 5y hgoﬁ,ip_givon below:

Garitd

o8B e =0
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.Fegouroccs

LAuthoriced n’yltql

Capital Contributed by'Govornmcnt
Capital.Roscrve

Development Ros orve

Loan Rodomytion-ﬁcserve
Lotg Term Loan (Ko FoWs)

- Profit and Looss Account Balance

Utilisation

Fixed Asscts (liet) ' s .
'SapitalhWork-in—ProgreLa

Pfeliminirj and Deferred Lxpenditurs

Net Current booets

2:4 Source and Application of Funds

The following statemen

At December 31

1986
RS
L15,722,000

321,603,358
13,697,457

376,675

41,722,450
144,020,556

(79,073,180

) '

b2 ,347 0316

231,721,004
185,482,321
25515 5,801
uua 34? 316

1985

5

415,722,000

321,605,355
1%,868,548
376,675
Lq,722,450
181,919,916
(83,855,015)
475,635,932

257 4 351,667
181 13?.771691

1,865,108
35,045,414

Corporation for thb year under rovieow:
g Rs.a Rs
Source
Net profit for the yoar 554055, 552
Lesos: Adjustments in respect of : :
- Previous year - 4,951,859
Adjustment for difforence :
in exchange rate 22,157,970
Fixed Agsgets written off { 10,573) }?,999;256
: 16,756,296
Add: Adjustment for items Inwvolwving :
movenent of funds
Dopreciation 32,130,114

Preliminary and Deferred.
Bxpenses writtew off

Transfer from Capital Recerve
to . Profit ‘aid Loss (Adjust-
ment) Account : (

1,865,159

171,091) 33,824,182

Digitized by Noolaham Foundation.
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Applicaticn

ﬂdditio&s to Fixed Assets

Tveredeedn

Dividend P;y&ble.to Consolidated Fund

K S S Loan

Decrecase in Working

Stocks
Work-in-Progress
Firnished Goods
Debtors
sdvaress, deposite gugd Prﬁpnym&ht

Cash at Bazk and in Hang

Medical Scheme, Inzsurance Fund and”™™

Retirement Gratuity
Crogibors, Acerued Charges
Deposits Poyable

Dividend payable to the

KeFola Loan Instalments

2:5 'Comments on Aceounts

2:5:1 Accounting Folicy

-The Corporation ha

Cavdit tests rovenled the following:

a) The Rupee equivalent of the K.F.W. .Loan

Capital Work-in-Progress

”Cﬂpital_ﬂﬂwﬂnilysodmwhg
belows:

“holldated'

Fund

and Interest
Payable

6,510,024
4,108,630
13,963,887

37,899,360 62,481,901

i, e

( 9,901 423)

Effect on Working Capital

Inckeds0 ' © DecreaBe -v ©

] z oo e

d not disclosed the accounting

B5e RS e i34
on e SRS Wil
- 2,5511264
) 8,801,460
“ ;_19,2?2,564
- 26,317,667
106,407,511, -
- ?,518;182_
895,479 ¥ -
3,280,547 = &
- 60,929,186
111,334,610 121,236,033 ( 9,901,423)

ligbility as-at the

" Balarce Sheet date -had been shown at the exchange rate of R.7.4% por

policies adopted and

Dbl belnp the rate qt the thu the loan was obtained in 1977 wheroas

the effective rate of exchanpge

Rie 14,78 por D.i.

respect of louxn ins 4lmont= payable for the year had beun

aBoeanE S o app

ag Rea 144,020 556,

roprlatlox of profit

as at the date of the Balance Sheet wa

The difference of %.3%2,157,970 in exchange rate in

brought to

B out §F the EiEoW. Lost drterant liability of s.27,779,520/-
intercst of m.19,982,511 had beexn brought to account as capital Works-

in-progress whilst the balance of [.7,797,009 had been charged

revenue, According to the Chairman interest relevant to the Chemical

Rccovexy Syotem had bewenDigtized by Noolaham Foundation.
noolaham.org | aavanaham.org
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and the loan 1iability is shown

against


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/

e

£

capitalised and thc 1ﬁturc“* relevant to oter acqu1cltlon had

been charged as revenue cxPendﬂtule.

) 2 Iu&ueo uat e DJ“LLOSLFQS-in b he aeﬂoun 8 ; 5 W 3
LaE 2

The following agsets which were in the nands of ot her parties

=

have not Mpen aseparately identified in the accounts, ik

i g e i & Yalue Qouments

Mirijjawila Plantgtions 415,364 These plantations had been
Buluytotes. oo it =5 769, 166 handed over to either the -
Mahmeames v 00 W ! '114,555 - Department of Forest or

Angunakolapelessa W ¥15;516 the Mahaweli Authgrlty.

2eSed - Currens RSSO%S/Tiabilitieé

No opinion can be expressed as 10 w&eth@r-the'fdllowinr assets
and ligbilities shown in the acc ount s are, realighic due do the ¥
reagson indicated auulnst'each items,

Description:* Value . Reasons .
. Rse ' b ' . g,
Trade Debtors .. . ... . 94,564,952 (a) Debts to the value.of

Bsa 15,215,834 had been
out standing for over
ey yeafé-énd:are
-~ therefore apparently
time barred,

(b) Out of 111 balances only
34 balanceg totalling
Ps¢ 9, 112,735 had been
confirmed.by the parties

; o
concerned,
E] R : ;
. - .- {e¢) Recovery of over-due
-~ debts apounting to 2
. 1545, 208,670 weré under
PR -, reference to laywers.

+

T
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Description - Walao Reagons
mﬁ...;;fn“ ' Pl Il ol
EA T ]

Depogits (excluding indent ! :
depogita) 84,908,631 (a) &n sge anelysis had

not been made

dvailsble,

Confirmations had not

—
ot
[
T

been called for.

Creditors and Accruals . 12,908,631 (a) An age analysis had

' not been prepared in
respect of Head Office
ereditors balancesg,

(b)Y The position with
regard to confimmations
was unsatlisfactory.

¢5:4 Inappropriate Disclosure

2
The following inappropriste disclosure was observed in audit,

Them / Value Comments
| Sttt . : B :
frade Debbtors ' 94,564,952 Credit balances totalling

Rse 274, 676 hsd been shown as.
deductions from receivables,

2:5:5 Unredonciled Control Accounts

The balances in the following control accounts had not been

reconciled with the balances in the respective subgidiary reooyﬁs:
DeﬁcriptiOﬂ of Control  Balance as per Balance Difference
Account Control A/c e per - .ag gt - a8 &b
gubgidia- date date
ry record of of
' _ PEST s R Balance +the
Rse Rse Bss
ey Velaichehomar WA lle o J ; : .
Stationery : 374,344 377,426 3,082 5000
(b) Bubilipitiyas Mills | '
lischinery Spares 24,341,425 24,318,460 22,965 14,182
Stationery : ARl . 339,879 3,012 LAEe

Production Consumables 11,494,701 11,520,660 (25,959) 6,675

Digitized by Noolaham Foundation.
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2.5.6. Unclear=d Balances

The following accounts had not been cleared for several years.

5 4
Account

Frbilipitiya Mills

- a) 8ix months salary advsnce

b) Bonus Advance

¢) Shortage =nd Excoss

of Stoek

Valsichechensi Mills

a) Stores in trensit-paper

despatehed for printing

b) Stores ir trnasit

Head 0ffice :

T

a) Indent Deposit

D@Huedkn/NOMahan1Foundaﬂon

Anountl [,
6,867 (Dr)

9,033 (Dr)

563,573 (Dr)

11?;4é?i(Dr)

5,252 (Ddr)

572,582 (Dr)

noolaham.org | aavanaham.org

__C_omrﬁ'ent 3

Dgtails not available.
= dg —

Shortages /Excesses observed
at anrual verificetions.
According to the Chairman
bzlance awaiting clearance

as at Cctober 2, 1987 was

According to the Chairmen
these balances had been
reduced to Rs.1,014 and

Rs.790 respectively as at

t
Qctober-2, 196%

According to Chalrman this‘
balancs had been reduced to
Rs.230,625 as at October 2,
1987, s
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- 0 -

2.8.7. Lack of Documentary Bvidence for Audit

The follewing items in the accounts could not be

accented in audit due to the absence of evidence

Item in the Acocounts e Value
: : Rs.

Valsichehenad Mills

(a) Land

Vellamachonai ._ B 5ra )
Qluvil - 29 Aecres 6,270 )
Valaichchengi - 33 ; g
Jdetes Mills dand . 00 < 348,248 )
Khattbana (Uhana ) T )
Land 10 fcres 6,463 . %
Vecrapura - Lend 10 Aoros 8,775 )
(5)_3alos Machine : 5;985;585-
(c? Fixaed fssets (@xcept B, 00  A7E

motor vebicles and
farm_vehicles)

(a) Deposits S 66,356

(e) RaW.Matérials-(thte

Paper) 2,628,314
Bebilipitiva, Mills Al
(a) Fixed Assets . 195,600;5?ﬁ

; 2.5.8. Identified Losses.

satisfactorily vouched or

indiecated against each item,

Evidenog not mede availsble .

Title to properties. In this
conngetion the Chairman informed
me that action was in progress
to have the properties vested

in the Corporation,

Certificate of Registration.
According to the Chairman this
is an equipmerk not reguired to
be registeored as 2 vehicle.
However confirmation of the
Registrar of Motor Vehiecles .
was not made available.

Verification Reports. According
to the Chairmsn the Board of
Survey was in progress as.at
date of the Balance Sheet,

Original rcceipts and
Confirmations.

Verification Reports.

Verification reports. fccording
to the Cheirman the verificaticn
was in pregress as at date of
the Balance Sheet.

The following were observed during the year under review,

Head Office - e NG Anount
| _ L Ras
Trade Debtors : i bR G
Advance and loans to amployecs 15,567
Uniform Material 12,028

Couments

QLN

Written off

Digitized by Noolaham Foundation.
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Indent ‘depesits
_Shortages

Indent payments

Sack Kraft Debtors. -

Embilivitiva Mills

Cnemical reccVory'system
Sparas
Spcilt Lime

- Straw Shortsges &
deficiencies of stock

Imported Pulp

Ungladmed  surchase advances

Advances
Staff debtors snd advances

Velaichehenal Mills

Capibzl work=in-progress

Ttems lost

...'lo....

4,600,000

2,203,000
1,000,000,

3,515,627

5,701,700

3,085,136
82,907

6,974

65,230

108,302

Damaged paper items & Exercisc books 888,757

Strasw
Damneed Felt

Fixed assats

10,573
Tocls, Inves Sory Items, Stores ‘ehe, 185,043 :
Imported Pulp 947,832
Total 127,936,890

Digitized by Noolaham Foundation.

390,065

134 , 591
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written off

Provisgicn mades for the
prcbable write off

Not dealt with in the

accounts

Written of f

Fot dl’;‘?_‘-Lj.-t with in
the accounts. :

Transferred to Stores
defleciesney account.

Not dealt with in the

_sccounts.

Weitten off.
Not dznlt with in the
acecounts.

Transferred to Stores
Deficiency account.
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S

S Financiagl and cperating review

3.1+ Finanical Results

The oner3t1on% cf +h@ Covnora+ion ﬂurlng thc year under reviow rcsulted
in a net profit of Rs 55,855 55¢'as‘compareﬂ with a corresroﬂﬁln? PfOflt
of Rs.34,488,871 in the previous year. The variance of 35-21;567 million

during the year under review can be analysed as follows.®

Variance

 Favourable, '_:_ ¢ Advorse

,(mllllon) o B& (mlLllOﬂ)
Net Sales s 594186 ; 3
Cost of Sales ] - (A0 8B
Profit on shop sales © 0,096 St
.Oper'atlﬂ‘g‘ EYPensF-s % \ 1 ?..30 : AN
Interest DPymcl’lts i SR e : 0. 499 it g : ot h
Gther Income ; ' L Dal DB ' v -
‘Other Expenses . ; B e 7.?72

PO08F 0 S T aBiveD
Less : Adverse Variance ; 48,700 N ¢ 48,700

Net Profit Variance - 21.367

Howevpr no rellance can be placed on these results in view of the magﬂlfU
of amounts involved in adJUgtments rolatlng to +he prev10us yeal made yeai

after year in the accounts. For instance the charges in the currént year

against the profit and loss account balance brought forward from Jh;_prevluuﬁ

vear amounted to Rs.11,849,633 ard the possiblility of similar charges agazis

-~ the negt profit shown in the accounts for the current year in the futUrOTCRP

be ruled out.
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S.2. Profits Margin and Profitability

The following statement shows profit margins and return on investment for

the year under review and the previous year.

r

Year
1986 Ly 1888
{a) Gross margin on sales percentage AL BT L 1617
(b) Gross margin on cost percﬁntqge : 25,79 '21.?5
( ) Operatlng murgln before interest :
on cost percentage St Ea R e T 3.68 ¢
(d) Net marein before 1nterest on Pl .
cost percentage _ : 127232 9,00
(e) Return on capital (based on
.het profit before tax and
interest and capital employed
- equivalent to average total :
assets) R 4,34

5.5, Liquidity
Current liabilities represented 95.87 percent of current dSoetS as at the end

of the year under review as oompared, with 93.67 percont as at the end of the

rrev 10115_ Year,

By Plant Can301ty Utiligation

The optimum capacity, budpeted cap301ty and the actual capaLLty utlllzed in
terms of production in metric tonnes for the year under review and previous

Year are given below :

Optimum  Budgeted Actual Actual as a
Capacity ; Capacity Capacity percentage
: : : it Utilized . of budlel

1986 1985 1986 1985 1986 ‘1985 1986 1785

W M/ T M W B s d R
Velaichohenai Pl e i
‘Machine'I ' 7921 8448 6790 6720 5401 5257 - 8037 78.92-
Machine IT . 7786 8448 6720 6790 5645 5494 - '84.00 81,76
Embilipitiya _ ¢

¥achine I 15000 8496 . 9680 7008 10630 3591 109.81  51.72
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(B) The reasons attrlbutpd by thc managpmert for under utilisation of ' :

plant quqclty 1ncluded thp fol¢ou1ng ;

Valalchchenql ¥

(1) want of productlon profrpmmd_
(ii)'Back of straw’ - i

(1ii) Lack of bleaching chemical.

Bobilipitiys
(l)Lr:ck of straw. u gt
(i1) Lack of imported pulp.

3.5, Labour Utilisation

The output per Hﬂplojee for the year under rbv1gm and the pfgfibﬁs year

j 1n hﬂtrlc fcnneg sre given in the f0110ﬁ1ng tﬂbel 5

Achivity ~ Brbilipitiya i Rt -Valqiphcheﬁai;_

4988 . -, 1985 " TeeE 1886 <. b 1985

we M M W
Flnlthd rroductlon.. T AT el B 16;985 16,505
Per direct cm“loyeo oo S TR . 10.99 10.41
Per emplofee - | . 649 - 521 L ey 8.70

3.6. Qvertime

Overtime and salary cost per employee are shown in the following table

for the two yzars.

| it _ 1986 1985

Selary cost per employec 16,432 - . 14,630

Overtime cost per employee .= - - 1,233 : 1,041

Wo. of Bmployees . _ Lddns . B.G58
5.7.=Deb£?tciléction

The tougl dgbtors as at the end of the year under rﬁv1ew represented on the
average about 1.51 months sales as compared with 1.74 ‘months aszat”the'eﬁd

of the previous ysalX.


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/

4 -

An age analysis of Trade Debtors balanées is given below :

Clags of Debtors .Tofal'ﬁéb%s

& months

" 02 months, 26 months
oA s : : cto 4 years
Rs. ' Rs. Rs. e
Government Depts. 56,757,915 6,448,801 80’289’112f.”l -
Private Customers 22,884,880 21,663,046 1,028,917 ' 492,09
79,622,795 58,111,847 - 21,318,094 192,992
Less : Credit il | SN SN _-.
Balances 974,676 170 q7a T Brg s
79,348,117 58,111,677 21,817,850 .. (
5.8. Foreign Exchange Savings

According to informaticn made available for sudit forelgn exohan?e amountlnﬂ
to Re.235 mlllﬁon hqd been saved by the ‘Corporation durlng “he year. under .
review as a result of manufacturing its prodUcts locally'cpmpared w;ﬁh_Rs.295

million in the previous Jear.

3.9, Fruztless axpzndlture

The capltql wcrk-ln—probrcss shown in the accounts 1ncludod Rs 184 269,209
'heing the expenditure incurred Oﬁ "Chgmloal RGCOVery Systen” less. Rss 4,600,000

Wfittcﬂ off during the year Jnﬂtr revien.  ?4’ Gl

The totﬂl gxwendlturg on ”thnlcnl Rocovery uygtgm" inclusive of interest
- pqld up to Ducumbcr 31, 1986 on the K.F.W.
emounttd to Rs, 188, 869 209 This . pIOWCOt had been gbandoned as the trials

Loan utilized fér ‘the ‘purpose

runs had reweﬂled that! th@ actual, prrformanca was far short of ‘the anticipated
levels dus to a design fault in the system and the hlgh ‘content Df ‘silidea in

the straw available.

'5,100 Delays in Projects

The following delays wsre noted in projects undertaken by the Corporation.

Period of

Description of the project  Schedu1ed Totel Expenditure as
; L - . Complstion delay i - at Doc. 31, 1986
Ca) C"u59 Tvtrn31on of :
power housge - " 2 years o AL A0R
(b) 2/6-340 Replacing the - 1 year 380,362

Rotary Convertor with . _ e I G AR
. the statice convtrtor for s :
parer mashing :

‘
5.11. Inventory : : _ _
Stock levels rclating to major items of input stated in value and quantity

expressed in terms of number of months consumption are indicated below ;
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Descrivtion of Item 'Number of months consumption’
Value wise . ' guantity wise
(i) Valaichohenai Mills. '
Rey Maberials
Btraw | e - .4t o
Wosto Paper 0,97 0.16 1.01 0.29
Pulp : ; 821 ', - 6,47 -
Chemicals S
Rosin 3,78 gt R s R 4,48
Sulvhur 345 . 14,40 3.21 13.83
Soda Ash 4,45 1,54 91.27 1.04
Chlorinc _ 0.91 1.29 0.83 1.06
. 8ilicate : 1,90 e ot il 6.19
Lime 0.59 1.65 0.66 1.64
(11) Febilipitiyn Mills
Rom Materdgl
Bleached Kraft Pulp(L.F) & 1.22 1.2y 1,23 1,21
Bleached Kraft Pulp(S.F) 408y - ' P S -
De Inkcd waste vaper pulp 5.72 - 6.60 ' 5,72 6. 56
Chemicals : R et
Caustic Soda " 3,20 9,20  3.20 2,10
Chlorine : 1.09 G 1.02 -

4. Systems and Control .

Deficiencies.observed_in the course of sudit were included in my detailed.
réport furnished to thé.Chairman. Sﬁocial attention is needed in the
following arrens of control.
{a) Stock Control. *
(©)
(D) Purchaszing.
.(d) Cesh Control.

Fixed Asscots Conbtrol.

BEDy=
ACTING AUDITOR GRENERAL.
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COMKENTS -CF THE BOARD OF DIRECTORS COF THE
CORPORATION ON THE 1986+~ AUDIT REPORT.

Aocounts

OEiniop

Irformat ve

Fingaecial Results:

Informative.

Fingneisl Structure

Informstive.

Sources an- Anpilcation of Funds

Informaiive.

Comments on Accounta

Accounting Poliry

We have followed a consistent poliey f{rom 1977 regarding the Rupee

.equivalent of the K.F.W. Loan liability.

In 1978 the Smbilinitiya Mill was commissioned and the assets were
valued at 1 DM equal to R.7.44 (‘the rate prevailing at that time).

| We followcd the same policy' for the K.F.W. Loan of DM.17.5 ‘Mln. obtained

2.5.2,

for Valsichchenai Mills Po.rd Machine in 1969, When the parity rate
against the Rupee fluctuated, the assets and depreciation were not
altered but kept at 1978 vqlun'gﬁ,f.443._'The lean instalment when due
for payment is converted to the Rupee at ‘the current parity rate,

and the diffierence debited to the Profit and Loss Appropriation
Account as this is an exchange loss. However, the rupge value at the
Balance Sheet date is shown as a note in the Accounts.

Out of uf 52,2 million, DM 14 million was obtained as loan for
Chemical Recovery System. The Chemical Recovery System has not been
commisgsioned due to design fqulb. Interest paysble on the loan being
preconmiszsioning axpenses is cnplfnilsod. The interest on the balance

‘loan of DM 41.4 million is charged to Profit & Loss Accounts This

precedure has teen consistently maintained as irn the past years.

Inadequate Disclosures in the Accounts
Mills Plantation

The totel wvalue of ths four plantations amounting to R4 ,474,601 /-

" represents the value of the plantations which on maturity would be

used for Pulpine and the cost is shown as Current Assets in our Books.
The ownership of thesze plantations have not been transferred to
Mahaweli Autnority or Forest Department.

. Qurrent Assets /liabilities

Trade Debtors - 16.94,564.952 /=

a. R.15,216,834/- represents the followings

Returned Cheques - Trade Debtors - S PG T L

Newsnrint Debtors ! R, 1,693,279
Saclk Kraft Debters - - o : R.10,008,164
RS.15,216,834

Digitized by Noolaham Foundation. ! Gombd, i
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The position of the above Debtors as at 30.8.87 is as follows -

Returned Cheques - Trade Daﬁtors Re. 2,997,361
Newsprint Dgbtors : SERIANT . - B, 1,487,379
Sack Kraft Debtors , © R5.10,008,164

RS.14,492,824

Upto September 1987, Massrs. Tissara Packaging Industries has paid
Us a sum of R.1%6,000/- on a court judgement given in our favour..
Legal action have been'takén apgaitizt other Newsprint Debters. Legal
action have also been ta¥en in respect of Returned Chegues.

Provisions have been ri:#z2 in ¢ » Bocks for Returnec Cheques and

Newsprint Debtors. A srovision of W.j0,008,16é/— has alsoc been made
in our Books sgainst Sack Kraft Debtcios.

Confirmation Letters were sent to the Debtors for the confirmation of
their balances along with stamped envelopes. In the request for
confirmation, we have indicated that if no reply was forth-coming, it
would be presumed that our Ledger Balances werc in arreement with their
balances. -

The amount of %.5,208,670/- represents Returned Chegues and Neﬁsﬂrint
Debtors. '

Deposits ( Bxcluding Indent Denosits) - %,84,908,631 /-

This mainly consists of Short Term Deposits of R%80 milli '+ at Head

Office, R.250,000/- of Valaichchenal Wills and other deroalis With _
Government Denartments and Corporations’ such as Sri Larks Fort Authority,
Post Master Genersl. Age Analysis in respect of Fixed Deposits was
made available to the Auditors.. '

Confirration of Fixcd Deposits were made available to the Audivors.
There are difficultiss in obtaining Confirmation of Depesits in the
Government Departments and Corporations and as such we have no alter-
native but to treat the balances in our Books as correct, if"replle§

are not received within cur stipulated period as indicated an our
. Letter of Confirmstion sent to the parties.

.

Creditors and Accruals = R%.12,908,631 /-

907, of the above arounts are Creditors within the year. Age Ang;ysis

is now available.

We have sent Letters of Confirmation to our Creditors. Since they hav o

ot replied to us within the stipulated time,- we have to accept our
Book Balances as correct

Inappropriate Disclosures -

Trade Debtors = RE.94,564,932 /-

ks

The Credit Balahce of RS,274,676/--is the advence paid by the nébtors.
Aetion will be taken' to show +this a2z a liabi_lity.. y

L

-

Unreconciled Control Accounts |

The Accounts have now been reconciled. The differences havﬁ:begn
trought down to less than 17%, We are £till in the process ¢f
reconciling the differences. The present position is 'as follows -

CETGRin onlt

Digitized by Noolaham Foundation. ' i
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Vzlaichehenai Mills

. Moehine

Stationary

Brbilipifiya Mills

ry Spures
Statisnery L
Productieon Consumables

Uncleared Balunces

to

Nendion Sa bodng bodeon cl
thegée hove beend brought gow: as

Shown

Embilipmtiyu Mills

Shortapges % Excess of Stock
'\J'al.'_;_‘j_ch:::lu:lrL' Mille
r_[' "'“f.JJ..+ =

satelied  for Brinting
Travait

5

oing takon to clesr this

gor thig hecoutt.
baolow

s

Balances

&3

anccount.

pDiffereice

£9.98

RS, 182,00
43, . LB2.00
54 (6,675.00)

of

of come

B5055,719,00(Dr.)

790,00 (Dr.)
+ 350,625,000 (Dry)

Lackicf Documsntary fvidence forps Audit

Velnichehorad Midlls

Laid

Plﬁn$ZQQﬂ ¢ obtuined feor the. lund and corfeqpondance.is S,
Prograss the ‘Government Agent for weuting of lund, The delay i

duve to the ebtharic problems prevailing presently in
) > BL E _ 5 ¥

Provinoeg

AT e

P

Baler “Mbnl

:0t wehicles but wachinery
sgiatrar of Motor Vehiclus.

and

145 i

Yized Aooets {Except Hobor Vehicles

1md hence

TH

farm W

¢ Bogkorn

not T”“luterud

ahiecles)

L Board of Survey appointed - in 1986 has

in &pril 1987. pue to lurge number of items’
gifuabiern ix thHe Rantark krov:‘ou,.

completed bofore the e d

Doposits

he the originil receiptc wore lost, letters were seut
thewm to confirm the balaunce, Four parties have confip
following have not confirmed thelr udlu“ceu.

i. Post Mustor Geounersl | : s ),6uu/-

9 sromit for Bmpties ifc, 383 Rs, bl 956/

ii. Deposit for lHnpties A/c.3032  =-fs. +,95
e are followinpz up the muttér with the partics conce
Lot hlt&r"ls (Waste. Paper) .

faste Paper ig o bulky Item a

‘when the stocks are loarge. Howover,:
garly port of 1987 when the stocks'v o

available.
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verification eould
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verification
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requesting
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:_'PMBILI“"I MILLgG

A Board of SUTVey wos appodnted ot Embilipitiyﬂ Mills for the

verification of the fixed Assets, 4 portior of the acgsets hasg
fbbbw:fa¢1¢1eq 12 1386 ang the verification isg contlﬁued 1“ 1667,
S

24548 Identifieg Losses

Head Office

P e

Informa,ivoﬁ

Local uOMDO“L‘t cost of the Chemical Hucovory System i

;sfé. G, 21083, e Bave written to tne Treasury vide our 1ﬂtt‘r
n0¢950.91 dz L“d 23cd June 1987, eéquesting for the Ualver of the

- 2 . . i S
foreisn COpornents cost of tne K.m, 9, Licar ¢ amounting to W e

fso 141,642 092/46 gravted for the Chemicnal Rucovury System and n
N reply in awaite ed. & provision of fselt, 6 nillion is mage Yearly
_1: ou‘"ﬁjﬁhu of fccounts from yeur 1966 for write off of the locnal

Sparey - a2 20)?u0u/-~

'For“obmoiete-uud SLlow moving iteume 4 provigion of 54 of the total
ey Viilue 0f the stock of spaures ig fode iz our Books of Accounts in
- 1986 ‘with Boara abproval, Verificatien to 1de“t1fy the obsolete
ltems ig in Prog¥ess, 2

SPOLlt Lime ~ g5 000 QO“/—

Aetunl Logg c011d be ascertuineg aEly thpr the ctock is dlupou@d.
Heide. o Provioion of kay 1 mllllo‘ 1 mado in our Books with the
Boarg dOproval, ' iy |4

Straw Shortages and deficiencies of Stock - 543,513 62?/—
T TP eLes of

These shortapges hove boer written aoff delhst Provision made during
the earlicr Joarg, 7

Imported Pulp - Bs 5,701,700/~

T e e - el b T e i, e P

These are urder charges td Lccounts from 1977 - 1983. %2 1986 Bourg
APproval Wag. obtoined €6 writw off this sum f:;luut the Profit ang
Less Broughi Forward feccount balarce,

e %=3,0555136/-

Unclaimeg TUBeRacE fg

i it i . o A ot P iy e s

Board ‘approval was oblalned in 1986 fop wrlio off the cbove agwva AR
for bdu period 1977 . 1962 agodnst Profit | & Loss brougnt forward
neceoun :

Advancos - m,82:0ﬂ?fw

"The agbowve advnances were writton off 4mn 1966 with Board approval
against 1983 Profit g Losg Account,

B, 6 3974 /-

Bea s muuorf

'““““3"‘ Oraative,

4T MILLS

Capitnl HOrk~in-Proppresy .. h,65,250/—

xCLT el -.Cux_:

Thias woo charged to freofit Be Louu hccou*t (19?9) with the approval
0f the Beurd of Directors, i . :

Contg Wik e
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Ihemg Logt %.108 30_1;

Thig was debited to Profit & Toss Aocount (1985) With the
approval of the Board, : ; '

Danazed Paper Items Exercige Books - Ps, 888, 757[%

Thls 1mount wa.s deolted t0o + he Current Profit & Loss ACCOJHL
with bko approval of the Board of Directors.

Straw - Bse 390, OGB/L

The abnormal loss off Straw purchased in 1986 was charged to .
Current Profit and Loss LAccount, )

DmaedP%M:—Hm13%J9UL

This was ‘charged to Profit & Loss Accoun? i 986 with the’
approval of bbc Board of Dlrector

Pixed Assets Bse 10, 573/;

The apove items were lost dus to robbexy at bbe Mlll% and
thi amount was wrltten off in 1986 with due aﬂprOle

Toolai Invemtory Items, Stores etc, u—%.15J,043/;

Items for the above value were lost by theft and all our
claimes had been turned down by the Insurance Corporation
under the "Exception Clause”, The total cost of the items
1ost upto end of December 1986 had been charged to Current
Profit & Losgs Account.

Imported Pulp - %.941183_/;

Imported Pulp are stacked indent wise and issues are also
made indent wise, -Due to nomeaveillability of ‘the handling
eouipment, the number of bales differ from layer to luycr.
Shortages revealed are beingz transferred to a Deficiency
Accovnt., Investigations are being made to establish

whet her there are shortages and action will be taken

t hereafter to ¢lear the Account s, '

'3, EINANCIAL AND OPERATING REVIEW
3;1._-F1nanclal Results

The Ehb1llplt1yﬂ.M1lls was comnissioned in 1978 There were
no proper documentation in the earlier years of Mill.
cperations. There wag a large turnover of Accowntants and
Accounting - Staff, Verification of stocks were not properly
dorie, ‘The shortages were not taken to account. Act$on has
now been taken to clear this arrears of work., 4s a sult,
gd jusbment entries of significant amouhts-were pnssed ag nln st
Profit & Loss Brousht Forward Accounts, This “111 not take
place in future as prov151ons are now made- for qntlclpatec
shortages

S0 Prozlt Margin and . Profltabllltm
_Ibtormatlve. '

3. 30 ngu:l.dlt! ! ._ e i : L

Infomative,
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3¢5,

30T
3.8
Bh 9_._

3e 10

e

AN

4.

=

Plant Capacity Utilisation

Informatives

Labour Lf1¢1satlon

The oufpub ﬁtf Hmplogee 1Ldlce @t otm_iillS'has-increased
due fto i:cr;wac 11 sT0dUChl Ol : i '

Overtime

The salary cost er aanOJen bag in Cféiééd foﬁ’%955'{5-1986
maénlv due to Tt he Jlafv revigion Lffeutlvc from Jaruary
gol

Debt Colioctzon ' ey

TuLorantLve,

Poreigsn Exdhange Savings

Informative,

Fruitless Expenditure

o Porn el ve s v

. Delayg in Projects

1/U - 330 B .X*en*jon.of ﬁowér'Hoﬁs;

~The above job was delayed since the BUTChaS “of the Inpl@nﬁ

Generator was postponed due to t he q1tu tlop prelelln” in
t he roa.

;E/C'm 340 Replacing the Rotany Convertor WluQ'thQ
'‘8tatic Counvertor for Papcr Machines =

We coild not arrange for the Technicai Team' from Fermany %o
call over au tvhe HMills for the commissioning of the above
work due to the situation prevailing in the areas

Inventory

Informative,

SYST IS AND CONTROL

stock Control

Bulky raw materials are stacked indent wise and issues are
algo made indent wigse,  Due to the non~availability of
handlln;_cq01pment the number of bales differ from layer

to layer. Vex 1flCuthH ig done monthly by the Internal

Avdit, Any differvnce is transferged to a Deficieney account,

a PR e

L. wr

The actual shortazes if any would be revealed when the iasues OL

on the p“wtﬁoular Indent are completed and during that time
uCthﬂ will be taken to cloar the Deficiency Account.
In tIL cege of Waste Paper a hﬂﬂ=ar ig rcqulrcl for the
storaze, All capital investments were postponed due to the
tenge situation prevailing in the area., Once the gituation
improved, arrangements will be made to put up a.Hanzar for
ﬂ+oriﬂg wasve paper and to puTCF?“G.handllnﬂ_Oqumeﬂt Straw
losses at times are unavoidable due to the heavy raing when
gemulnﬂ of decay is hizh, However, every attempt ie made to
minimise the losses,
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SYSTALS AND CONIROL Gontd ...

Pixed Assete Control

The Bosrd of Survey appointed for the year 1986 completed
their assizmment only in April 1987, and arransements have
been made {0 up date the Plant Register, A new Board of
Survey has been anpointed for the year 1997. :

Pure hasing

4t present Millg Manaser end Supplies Manager meet monthly

and review the stock pogition and the quantity of Raw
Materisls and Chemicals t0 be purchased for ecach Milly

. aeh Control : a

Control Registers have becn introduced at the Cashier's
Mo - E - . . v . 5 E
Office For all unpalid clhiegues sinee June 1987 o
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