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PADDY MARKETING BOARD
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Bosrd of Directors

As At 3lst December 1985

Mr, . M B, Marapone
Mr. M. E M Mohomed Ali
Lt Co!_, 8. A. Perera

Mr O L M lsmail

Mr. M. B, Dissanayake

Mr, G. Qissaﬁayake

Mr, M. ™M (Z_. Kapilaratna

Mr. K A, Fernando

Mr. W. P 5 Jayawardana

Mr K. H € Eardands

i

Chairman

Vice Chalrman

Vice Chalrman from 13.01. 86
Member from 20.08.86
Representative, Ministry of Finance

Foad Commissioncr

" Commissioner Agrarian Services

Commissioner Co-operaiive Development and

Registrar of Ca-operative Societies

Commissinoer of Co-operative Development
and Registrar of Co-operative Societies
from 15.01 86 to 09 03. 86

C'om_rm‘.s‘.rianer Co-operative Development and
Regisr_r._w of Co-apergtive Societies from

C 10, 03. 86
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Paddy Marketing Board,
277,- Union Place,
Colembo 02,

The Minister of Agriculture Food and Co-operatives,
Ministry of Agriculture Food and Co- 0pemtwm
Colombo 03,

Hon Minister, - -

ANNUAL REPORT AND AUDITED ACCOUNTS 1986

In terms of section 13 (1} of the Paddy Marketing Board Act. No. 14 of 1971.

1 submit herewith, on behalf of the Board of Directors. the iollomng do»ument%
for the year ended 31.12.86.

i 'The Annual ch.c‘;r-t 1986. :
The Audited Balance Sheet 1986.
The Audited Statement of Income and Expenditure 1986-

W b3

=N

The observations made by the Auditor-General on the _accouﬁts for 1986
and my reply.

Yours faithfully,

2. M. B Marapone
Chairman
Paddy Marketing Beard
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REFORT TO THE MINISTER ON THE EXERCISE AND

PERFORMANCE BY THE PADDY MARKETING BOARD Oz ITS

POWERS AND DUTIES DURING THE YEAR 1936 IN TERMS OF

SECTION 31¢l) O©OF THE PADDY MARKETING BOARD
: ACT NO. 14 OF 1971.

The Board ofl Directots

Mr, 2. M. B, Marapore ~ Chairman

Mr. M. E H. Mohomed Ali ~ Vice Chariman

Lt Col, 8. A PERERA — Vice Chqirman Jrom 13 .01 86

Mr O. L. M Ismail : ~ Member from 20. 08, 56

Mr. M B, Dissanayike - Repkesenrativé, Ministry of Finance

Mr, G. Dissanayake . - Food Commissiqnerl

Mr. H. M. C. Kapifaratna « Commissioner Agrarian Services

Mr. K A, Fornaﬁdo : ~ Commissioner Co-operative Development and

Registrar of Co-operative Socieites

Mr. W. P. S. Jayawardana ~ Commissioner of Co operative Deve!o;}mem

and Registrar of Co-operative Societies
from 15 01.86 to 09-03. 8

Mr, K, H. C, Fernando —  Commissioner Co-operative Development and

Registrar of Co-operative Societies from
10. 03. 86.

1

The Paddy Marketing Board continued to perform Jts major function of

the admmisirator of the (iuaranieed price Scheme as set our in the Paddy
Marketing Board Act No 14 of 1971 The changes brought about by the open

1
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market policy and the resultant  economic ehangcai prevented the paddy
Marketing Board from direct iatervention in the market other than guarantee
the floor price to the farmers.

Paddy Production

The total paddy production in the Island for the year 1986 was
estimated at 135.5m bls but the achievement was 124 m indicating a shortfall
of 11.5m bls. The wuasettled conditions which prevailed in Northern and
Eastern provinces, crop damage resulting from the breach of the Kanfele bund
and the floods in the "Ampare district were the major causes that brought
about the shortfall in the production of paddy in [986. The highest paddy
production of 15.7 m bls was recorded in the Kurunagala district,

Paddy Procurémen_t

During 1986 paddy Marketing Board procured 7.3 m bls of paddy.
Which is an increase of 51.8% over ihe quantity of paddy procured in 1985,
Co-operative Socicties and the Agrasian Services Commuittees continued to
function as purchasing agents of the Paddy Marketing Board.

However the major contributory source for the procurement of paddy
* was the direct purchase scheme operated by the Paddy Marketing Board. 85.37%
of the total paddy procured was through the dire¢t purchase scheme
while the Co-operative sector contributed only 14.04 % towards the paddy
procurement prograwme, The channel's of paddy procurement are shown
below,- ; '

Channels of paddy procurcment

1986 I985
Qty % Qry %
Co-operatives _ . 1,033,165 | 14,04 883,232 18.21
ASCC ik 43,122 0.59 69,806 1.43
Direct ) 6,281,951 85,37 3,895,848 80 35

2
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The districts of Anuradhapura, Polonnaruwa, Kurunegala, and Badulla
recorded the highest paddy proeurement figures during the year, 9229 of the
total paddy was procured during the months of March. April, May and
September. Compared to 1985 the paddy procurement by the paddy
Marketing Board shews a significant improvement total wise as well as durmg
the 2 man paddy produciug seasons is Yala & Maha

Storage

Most of the paddy Marketing Board stores ia the Eastern and Northern
provinces suffered extensive damage while the remaining stores were unutilized
due to the ubsettled conditions prevalent in the provinces. The damage to
stores and equipment in the two provineces has been emimated at Rs. 50 m,
Steps were taken by the Paddy Marketing Board to rent eut eXcess storage
capacity whereever possibie to other Departments and Corperations,

To establish a scientific base for the storage behaviour of paddy an
experiment was couducted at stores level in Polonnaruwa, Kurunegals, Badulla,
Ampare, and Ratnapura where shortage dwe to driage was observed for a
period of 3' to 6 months, The results of the exprriment are bemmg currently
analysed at the Rice Processing Research and Development  Centre,
Anuradhapura. . :

Rice Sales '

23,008 MT of riee were sold in the open market during 1986. The
open market sales were distributed as foillows:—

Co-operative Societies Dl 7,951 MT

Miscellaneous 10,740
Estates 1,125
Hospital : 15
Educational Institutes ; 9
Guvernment Departments ' 1,489
Rice Sales Centres 642
Armed Forces ; 1,037

21,008
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The retail prices of rice during the yeir were as follows:—

Samba ( Special ) Rs. 8.50 °
Samba ( Ordinary) 7.50
Parboiled ; - &85
Red raw .. 7.50
White raw ; 6.50

The Paddy Marketing Board oprrated 8 rice Sales centres doring the
year and recorded a net profic Rs, 158,523.93,

Purchase of Subsidiary Crops

The following quantities of subsidiary crops were purchased * during the

year,
Maize 2,941 MT
Soya beans 424
Dry chillies 74
Green Gram : - 1o
Cowpea : 04
Ground Nuts 2l 13

These stocks were marketed to the CARE organisation, the Rajarata Food
Grain Processing Co and the private sector. The Athuruboga 3ala at the
.Head office premises continued to be well patronised and realized a profit
of Rs. 16,981 24. i :

Civil Engineering work

' The Civil Engineering section handled Rs. 3.2 m worth of work during
the yesr under review, The wnrks were confined to the 2reas free from
terrorist activities. Comstraction 2nb mainwenance work in the Northern and
Fastern provinces were held up due to the unsettled situation in those rreas,

Mechanical Engineering Work

The Mechanical Engineering division handled the following works duoring

1986,
|, Lunugamvehera - Fabrication and instaliavion cf Goviva Tank and
Husk Blowers, Installation of Kice Mill and test
- milling,
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2, RPRDC - Preprbation ot specification for the purchase of
Lathe Machine Milling machine and Shearing
machine.

! 3. Kekirawa - Completion: of balance work of the parboiling
section left incomplete by the contractor.

4, Modifications of Marconi Radio sets.
5. Installation of water softening/treatment plants for boilers.

6. Calling for tenders for fabrieation and supply of milling machinery
and servicing, stampmg and maintenance of weigh bridges at rice
milling eomplexes.

paddy m‘llling

Of the 26 PMB riee mills only 19 mills operated in 1986. Nine rise
mills located in the Narthern and Eastern provinces were not in a postion
to operate due to the prevailing tense situation in  those provinces. This
resulted in a loss of nrexrly 40% of the 1otal milling - capacity which is
9,309 MT of paddy per month. Some of the rice mills which could not be
operated are wodern mills of high capacity located in Batticaloa and Ampara.
However during 1986 the FMB rice mills milled 1,596,648 bls of paddy and
produccd 21.379 M. of rice which is more than the quannty of paddy mlllcd
and .rice produccd in 1985,

: A detailed study wss carried out in 1986 to refix millog capacities for
the Board mills taking into consideration the machinery available. age of
the machinery and other environmental factors. This exercise had to be done
due to the fact that nearly 509 of the PMB mills are more than 20 vears
old. A modernization programme is to be uondertaken in the future to replace
old machinery with modern equipment in order to improve the milling
capacity, prevent waste and process better quahty rice, Already preposals have
been made to the Ministry in this respect.

Privata mills

47 vew privare rice mills were registered with the PMB in 1986,
Although the total number of private mills registered with the PMB is 1.004
all of them are net engsged in qnota milling for the Bowrd, A large number
of privaie millers have given up willing for the Board as it is more lucrative
for them to operate on their own 1akieg advantage of the free trade policy

5
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of the Govt. This sitvation lead to a position where during the first haif of
1986 only 30 rice milicrs were milling forthe PMB, thus adversely affecting
the rice millng programme. As an imwediate relief measure the milling hire
was increased to Rs. 19.50 for raw and Rs, 2630 for parboded per 100 Kg
of paddy milled with eftect from May 1986, After studyivg the rice millers'y
problems by a compeient committee the milling hire was fixed at Rs. 36/— for
PB pec 100 Kg of paddy effective from August 1986. As a result there was
a gradus) increase in the number of quota millers and by the end of 1986
thece were 162 millers involved in quota milling for the Board, Private quota
millers produced 38085 MT of ricc for the PMB during the year. In the
ycars to come the PMB expects to get more support from the private gector
towards the milling programme by exploring such facilities as providing foreign

training etc for them in other rice producing countres through the assistance
of International Agencies.

Delivery of rice to the FCD

In 1985 PMB declivered a towal of 36,455 M.T. of riccto the FC. Thais
quantity is lower than the amount supplied 1n 1985, mainly due to loss of
PMB milling capacity in the troubled areas and private millers movirg away
from 1the PMB towards other profitable ventures. Huwever Caleulated on the
basis of price of imported rice, the rice suppli-d to the FCD amounted toa
saving of Re, 161.1 m in forcign exchange to 1the country. '

With the objective of reducing the rransportation ard bandling expenses a
scheme 1o supply rice direetly to 1he Co-nperstive Societies from PMB mills and
private mills on orde:s issued by the Pood Commissioner is in operotion in 3 regionsg
from the last quarter of 1986, Under such a seheme coveribg much wider
area, the need for the Food Dept 10 transport and stock rice in large
quantites spcci;ll'y in surplus areas canbe eliminated. This scheme 13 to be

further develioped in. the coming year if 1hie ¢Xpecnment viclds aavisfaetory
Tesults. : i

Training

PMB provided training facilitics both lecally and in other couniries 10
nearly 75 officers of the Board during the ycar. Some of the instivtions in
Which training was given included National Iistitute of Business Management,
Sri Lapka Institute of ‘Devrlopment Admicistanon, Industriav Development
Board, Ministry of Plan Implemenration, Centre for Housing Pianning and
Buildivg and the Imstitute of Chartered Accountanis. Fuieign countsies where

6
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training facilities were provided for PMB officers included India, Japan, Itaiy,
‘Thailand and U.8 8§, R Specific arcas in which trairing was provided included
- gemeral menagement, markcting, financial managemenr, auditing planaing, rice
processing, o»torage, civil aud mechanical . enginecring and post harvest
techuology. i

Rice processing Research & Development Centre (RPRDC)

Rice Pr-cessing Research & Development Centre econtinued its activities
in the areas of research, training, extension, eonsultancy and advisory services
as in the prcvious ycars. Some of the major research projeets completed and
published in reputed national and international journals include-

i. Improvement of farm level storage methods in Sri Lanka

ii. Dessicant bed coolling and fludized bed drying of paddy
{ii. Design and fabrication of a rice stone separator for household wuse

iv, Physical properties, milling, coeking, cating, and nutiitive gualities of
recently recommended paddy varicties in sri Lanka

v, Dechulling of wioged-bean seeds

A noteworthy project eompleted by the centre with the participation of
the University of new South Wales, Austrolia, funded by the Industrial
Development Unit of the Commonwealth Secretariate (\CHOGRM Group) is the
design and development of a fluidized bed-dryer for drying of parboiled paddy.
This innovaiion can be considered as asignificant landmark in the devclopment
of post harvest technolegy in Sii Lanka, ;

The following research projects are to be eontinved in 1987.

i. Survey on rice milliog in Sri Lanka

ii, Rice bran stablization Using phenumatic conveying Priociples

iii. Prevention of incidence of black graies in rice by controlling field
fungi on panicals,

iv, Design and development of a lew eost paddy/rice destoner for rice
milling in Sii Lanka, - : :

v. S.orage behaviour of pa{boiled paddy.

7
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A total of 735 participants underwent training in post harvest technolegy
at the cenire. The participants were drawn from the PMB, Mahaweli
Developuent Authority, Private millers, Universitites, Dept “of Agricuiture and
those in the field of educasion.

Extension activities of the centre were mainly carried out througa the
post barsest technology training centres located at Pannala and Puliyankuiama;
700 farmers were tranied at these certres during 1985 with the co—operation of the
Dept of Agriculture, '

The centre is playing a significant role in providing consultancy and
Bdvisory services to those involved In the paddylrice industry. Co-ops, private
companies, rice millers and many other private and publie institution have
sought consultancy and advisory services of the RPRDC

Some of the main commereial activities of the centre include the
production of high quality Samba rice snd soya fortified rice flour which
hat a very good demand in the open market. :

, Due to its location and the facilities available the RPRDC 1z a favourahle
venue for seminars, conferences, and workshaps sponsored by other urgin:sarions.

Employees

The number of permanent employces stood at 1,636 at the close of the
year in addition to which there are 308 temporary and cssual employses meinly
in the Jubour grades Recruivment during the year was confined to the technical
grades. Tae following promotions were effected during the year.

xi - X 51 Security Guards

vii - viB 39 Clearks

vii - viB 6 Typists

viB - v | Stenof Typist

viB - v 18  Administrarive officers

iv - iii 4 Regional Managers
19

Applications were called and promstione were being considered for Stores
Officers in Grade vis and vi B and the filling of 51 Seva Sahayaka vacancies
from casual employees.
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Financial aspscts of operations

Thbe unsettled eonditions which prevailed in the districts of Kilinoehehi
Mannar, Vavuniya, Trincomalee, Batticaloa and coastal areas of the Ampare - -
district resulted in a esmplicte cessation of Paddy Marketing Board activities
in these areas, Further Paddy Marketing Board also suffered extensive damage
to its building and other propersies in thesc arcas. The resuits of all these set
backs reficered adversely on  the Paddy Marketing Board trading operations
creating & loss of Ri. 13,608,036.44. ) '

Conclusion

A: pointed out in my 1985 report the Paddy Marketing Board placed a
greater emphasis on the procuroment of supsidiary crops in 1986. The purchase
of subsidiary crops increased by almoest 100% over the quantity purehased in
1985 It has been o%served thac in the handling of sub crops there is a certain
degree of price cempetiticn between state organisations which works out to the
disadvantage of Paddy Marketing Board as our operations are stricily on the
floor price scheme,

Continuing the wotk initiated in the modernisation of the rice milling
industry - valuable information was gathered irom tne Islandwide survey on rice
mills. Based on the information gathered proposals have been made to the
Ministry of Agricultural Developmen:t and Research for suitable project
assistance for the improvement of the milling industry, 1 am alo p eased to
note tixat our efforts in produst development has borne fruit through foreign
assistarce, Implamantation of the broduct  development programme will be
launched in the mnext year, Coupled  with the rice milling  modernisation

- programme  and  product  development it would be necessary te bringforth.
legialarive measures though ihe appropriate S:ate insttuions 10 provide a legal
base for the maintenance of suitable grades and standards for rice. :

~ The contribution of the Padd, Marketing Board te the improvement of
the Paddyrice induswy cannot be readily quaniified  nor the impact
feit immediataly, Therefore financiat performance shonld not be the sole criterion.
in judging the performance to of the Paddy Marketing Board. Considering  the
new role the Paddy Marketing Board currenidy . plays within  the liberalized
irade policy 1t would be moss appropriaie 10 offer state assistance to the paddy
Markeuing Board during periods of adverse and unavoidable market forces.

D. M. B. Marzppons
Chairman '
PADDY MARKETING BOAAD
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PROCUREMENT AS & PERCENTAGE OF PRODUCTION 1986
¥ ¢
: Less than 19
1% to 6%,
6% to 'm%

10% to 13%

~ Mere than 138%

80 3 o L B Wby =

Colombo .9. Vavuniya 17. Kandy
Gampaha ; 10. Mulativu 18. Matale
Kalutara _ il. Mannar ° 19. Nuwara-Eliya
Galle 12. Batticaloa 20, Kurunagala
Matara ; 13. Anuradhapura 21. Puttalam
Hambantota . 14, Polonnaruwa 22. Badulla
Jaffna i 15. Trincomalee . 23. Monaragala
Kilinochchi 16, Ampare - 24, Ratnapura

25, Kegalle
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ANALYSIS OF THE MODES OF PROCUREMENT BY P.M B. 1986

B,

I__ I Direct 85.57%
s A 14.049
A, 8 Centres 0,599
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BALANCE SHEET AS At 31st DECEMBER 1986

8. Current asseis—

: ; 1985 1986
Capital Employed (0007} (000%)
- 1. Authorised capital (under
section 23 (1) of the PMB _
Act No 14 of 1971+ 258,817 268,817
2. Capital grants Foreign Aid | 140,581 ' . 139,141
Assetstaken over from CAS :
RVDB & MDB ' ; 63,558 : 63,553
3. Revenue & surplus devel- _
opment reserve 11,810 11,510
AT8,431 181,021
4. Profit & Loss a/c debit ;s '
balance : iy {79,927} _ (88,24%)
: 494 392,77
5. Add: 394, 92,779
Common Agricultural fand 140,060 . 140,000
Buffer stock fund . 1%,452 : 15,104
Represented by 047,946 549,883
6. « Fixed assets- Property, '
plant & equipment . :
Capital works in progress 264,707 ' 988,139
: _ 63,951 27,612 -
330,658 ' 315 ,i51
7. Jnvestment- :
- Bhare with associates Co, 127 ; 127
Rajarata Food _G;‘lli;'l Co, 1,033 : 1,033
People’s Bank fixed deposits 11,800 : 11,800

. 13,860 12,960 328,711

185270 294,953  861;123

Stocks
Debtors 148,347 1,478 293,774

684,897

it
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1985 ' 1986

o 000 000
Stamps & Imprest _ 01 ' \ e
Paddy,cash, rice, & good _ o1 ;2 - O
transit ] T 2,471 _2,_'!'7_9
cash & baﬁk balance ' 15,116 351,208 34,601 £22,278
5 3 RS ERT SITTTTT + A —— o TR
Currentliabilities- : :
People,s bank refinance 108,654 298,719 .
Bank of Ceylon refinance  5,89% 1i;158
Due to Govt Dept i8,081 - © 97,500
Creditors ; - 41,256 b,765
Stock adjustment 2,369 174,165 2,363 439,508
Deferred  revenue Sl E : 182,775
expenditure 3,252 177,040 13,691 <
Turbulance loss 27,066 27,288 24,808 oL 38.399
547,946 §49,883

12
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Sources of Eunds

Government Aid

Foreign Aid /

Cash recept from sales of assets -
Privious year Adjusrment

Adjustment to apmmg balance and
assets

add; Adjustment for items not
Involving the movement of funds
‘Depreciation

Application of funds

Net loss for the year
- Profit on sales of fixed assets
Pnrchases of assets

Increase in
follows

working capital as

CHANGES IN

Stock
Stock ad ]ustmtnt :
Debters 3=

Creditors

Re-finance

Turbulance

Peffercd revences expendi_iure
Cash and bank balance

‘Rs.

Digitized by Noolaham Foundation.
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Rs. Rs,
70,00,000
16,00, 600
_ £ 08,19,326
52,93,825
i,12,90,604 ,65,84,429 2,60,03,755
_1,36,66,500
3,96,70,255
1.19,56,636
05,18,801 s
1,03,50,019  2,28,25,456
),68,44,799
WORKING CAPITAL
Increase Decrease
17,69,00,125 -
06,300 .
07,54,26,849 —
o 3,7017,45%
wd 22,83,28,390
07.42,323 =
01,03,69,610 =
01 87,45 414 =85
28.21,90,641 265345842  1,68,44,792
13
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~ FINANCIAL
Structuf‘a of Assets & Liabitities

Captial & Liabilities ; 1986

Contributed Capital =~ Y B
Foreign Aid - - 1406

i Assets, taken over from CAS,

RVDE & MDBRB AT 6.42
General Reservers . :  Lia
Profit & Loss A/C - (RS
Long term  Liabilities 1567
Current Liabilities _' 44 43

100 00

Application of Revenue Year Ended

STRUCTURE

Assels

Land & Building
plant & Machinery

"+ EBquipment

Other Fixed Assets
Work in Progress
Investment
Current Assets
DRE

T. Loss

3i st _Qecemher

1985
over Sales asa percentage 160
On which Turn over Tax :
Paid leaving net sale 3.78‘;
_ 96.22
Cost of Sale . . L8791
| 831
Sundry Revenue ol
10,05

We incurred following additional charges

Salaries and Emplocyes Benefits €981

- Establishment and Maintenance 10.24

Depreciation ' ] 3.18
Sales & Distribution expenses 29
Adjustment in respect of
previous Year . 008
21,28

Leaving with a net

Profit (loss) from operation (2478

14 -

t
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o

[

SALIENT

Financial

Sales

Net profit (loss) before income

Tax

. Net profit (loss) afte1 income

Tax

_Funds generated from operatnon

Government grants and loans
end of the year

Foreign grants and loanb end
“of the year

Peoplc $ Brink;’ Bank of Ceylon
Refinance end of the year
Capital cxoendit'ure during the
year

Depreciation prevaded during
the year :
Working capital end of the year

Digitized by: Noolaham Foundation.

EEATURES

15

Year

1985

412,360

(a0, b

(10,211)

0,214y

256,817

140,541
161,549
7,69

13,097

177,040

noolaham.org | aavanaham.org

ended 9) st December

1986
472.700
(11,9573

(11,957

(11,950

163,817
139,141

339,877
10,360

13,713
182,773

Pc}"centﬁge
114,63
117,10
HTi0 .
117 10
03,87

99
21038
134,62

104.70
10124
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- ‘Paddy Marketing Board _
: Einancial Statement Trading Profit & Loss{A_ccoan:'

For The Year Ended 31.12. 1986

year ended

" year ended

16
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31, 12, 85 3:, 12z, 88
000 000
Sales 412,360 47%.700
Less- Turnover tax 15,595 12,858
396,767 459,843
Less- Turbulance loss : :
: o 19,260
Cost of Sales - 343,953 - 362,512 400,265 400,518
2 '3 _ 34,255 '
Sa]cme:_s and employees benifit . 40,461 87,664 59,624
Establistimient and maintenance ' 42,242 41,363
Depreciation : 13,097 - 18,713
~ Selling & distribution : : 1,209 97,009 1.812 94,558
| 62,754 (#6.02
Add: Other income 52,543 23,071
Net profit/loss before appropria;i_on 10,211 (11,857)
Am.oun-t bif : 68,026 79,926
Anjustment in respect = of ;
‘previous year : ) g7 (5,208)
Ner loss before income tax . 10,211 11,957
Common Agricultural Fund 01,652 ° " 79926 . 1,652 88,242
Cost of gales
‘ 2 1986 1885
Subsidiary : ; 10,341 2,694
Off ration 148,502 $3.677 .
Direct marketing . 41,859 5,033
Board mills ' 3k 63,809 : 73,906
Private mills : 135,595 ;
ool _ 199,404 207,138
Athurg Boga Sala _ 160 904
400,263 343,269
(] — ._'-_" .....
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. Paddy Marketing Board

-

Paddy Stores And Complexes Purchases Account

Kg | Rs
Opening stock i 31,202,738 96,545,194
Purchases 154.351,780 817,851,014
Paddy transit . 18,323 63,389
Commission ' . Sl - 09,143,304
Transport ' = : 01,168,277
186,472,836 624,771,178

Less

Shortages under investigation 05,261,391 18,176,192
Experiments ] 49 170
Less due to turbulance _ 15,985 i 55,]28
Stock of paddy 73,008,607 955,846,789
79,181,072 273,578,279
106,291,764 351,192,899
Refinance interest 19,949,770
371,142,669
106,291,764
3.49
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Dircet Board rivate
Marketing Mills Rﬁlls

paddy Issued 11,993,200 33,499,032 ° — 60,379,364
41,856,268 &0 33,919,200 118,378,008 00

opening stock paddy Do 3,798,711 - 210,723,980,36

Transit _
_opening stock Rice & by-
products ;
Sweeping and Excesses
Less:

Closing stock of paddy
Shortages under Investigation —
Issues to Private Mills

Closing stock of Rice &-
by products

Shortages of Rice
Donation

Add:

Milling Hire
Transport of paddy hire =
Carriage & handling

Fuel Fire wood

Repairs & Maintenance-
of Building

Electricity

Gunnies & Gunny Twine
Parboiling Contract Labour
Driect Marketing

Cost of Sale
Driect Sale

16,781,276

16,460 :
266 138.974,721
5,163,878
221,539
1,461,492
07,737 .
— 6,854,646
- 132,120,075
14,696,194
1,084 353 4,886,136
2,792,737
860,597
335,697
2,638,406 :
2,762,982 " 1,574,667
160,203 10,635,065 =
142,755,140 297,482 977
142,755 227,483
105,408 147,938
37,347 79,545
18
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Other in.r.'ome

Profit on Sale of assets = . 518,801
Profit on Sale of Spare Gunnies etc 9,301
Sale .of empties and old ‘Spares etc T . 365,707
License fees of Private Mills 94 ,702
Interest on Salary Advance 49,935
Diepartmental files ' : : 69,226
Non refundable tender deposits : 86,295
Fumigation of private Mills ' : : 21,362
Fees for Consultancy given by PBM Staff Rent of

Circut bungalow 23,649
Other revenue : : 89,800
Stock excesses ; : ' 107,483
Dividend from investment 20,000
Interest on Fixed deposit . 1,652,000
- Charges of private hiring of PMB Vehicles 4,901

Paddy Purchase receveries in

Respect of rent of weighing Machines . 17,879
Paddy Purchase recoveries in respect of stores rent of and guarters 622,969
Private Milling Account 29,843
Interest recovered when refund of fine Recovery on Acount of 16,884,730

" Undelivery of rice : _ R
On Account of late deliveries fine 307,827
Recovery on Account of gunnics - 27,710
Rice Marketing otherrevenue : 40,855
_Athuru Boga Sala other revenue _ - -
' 20,594,375
Sale of Moisiure Meters T . 02,093
Sale of used gunnies E 20,20,304
| T50,92,397

Mills trading accounts - '

Recovering on A/C of gunnies © 14,698
Rent of Mill and staff quarters - 39,797
Recovering on A/C of Transport Charges 256
=5 54,751
23,071,523

19
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Sales

Paddy Purchase Account
Direct Marketing

Private Milling Account

Food Commission Sales of Rice Raw
— do - ~ Parboiled

Rice Marketing Division

Sale

PMB Athuru Boga Sala Trading A/C
Sale

Mills Trading A/C

Sale Row Rice
Sale par Beiled
Other

Subsidiary

20
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52,054,257

54,531,480
116,386,402 170,917,882

157,115,186

1,107,777

39,626,528
38,715,570
717,113 79,059,220

B -

460,254,322
12,445,805

472,700,127
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ESTABLISHMENT AND MAINTENANCE

Regional Office and Head Office

Rent Rate and Taxes

Electricity

Maintenance of Building

‘Printing and Stationery

Postage and Money order Commission
Publicity - :
Telephone

Newspapers and Periodicals

Office Requisites

Packing and TranSporf

Insurance and Licences of Vehicles
Running Expenses of Motor Vehicles
Reparirs to Vehicles

Staff Tea

Advertisement

Audit Fees

Legal Fees

Bank Charges

FMB Stores

Rent Rate and Taxes
Maintenance of Building
Electricity

Running Expenses of stores
Transport of paddy, gunaies ets.
Carriage and Handling:

Gunny twine and Colouring powder

PMB Hills

Rent Rate and Taxes
Office Requisites
Travelling

Postage and Telephone
Printing and Stationery

21
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Rs.

1,150,215
177,056
241,736
356,281
267,142
66,683
594,072
35,677
558,119
27,621
980,306

2,176,829,

1,560,617
268,528
183,438
217,000
603,451
224 231

1,655.753

4,756,593
389,847

99,061
175,096
216 853

37,674

543

R R R

15,922,199

452,227
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Rice Marketing Division

Traelling

Postage and Telephone

Bank Charges -

Office Requisites

Maintenance of Stores,

Rent Rate Taxes and Electricity
ewspapers and Periodicals

General ;iroflt & Less Account other Charges

Travelling :
Medical and Inquiry fees
Welfare '
Experiments, Subscription & Seminar
- Provision for bad debts
Provision for shortages
Gratuity

Consultancy

Insurance Transit cash
Scholarships and Training
Fines and Security deposits

‘Selling and Distribution expenses
Milling Trading

Transport sand Handling of rice
Gunnies and gunny twine

Rice Marketing Account

Handling
Transport
Polythene bags and empty boxes

Digitized by NoolahamFoundation.
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31,355
20,435
1,067
6.083
94,456
59,702
1,967

B i

9,625,319
28,735
12,627
36,685

160,902
21,436,441
383,722
75,122
76,941
5,406

1,648

it e MRS e

744,396,
155,545

124,385
181,391
6,196

145,665

24,848,547
41,363 038

o ———

1,469,041

311,972
ST 1 R R

1,811,913
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SALARIES AND EMPLOYEES BENEFITS

Directors Remuneration
Directors Fees
Driectors Entertainment
Salaries and Allowances
" Staff Bonus

Over time

Board Share of Privident Fund

Wages
Staff Tea

Stores

Salaries

Board Share of EPF
Over time

Bonus

Staff Tea

Mills

Salaries i
Board shaire of EPF
Staff Bouns
Overtime

Staff Tea

Rice Marketing Division

Salaries and Wages .
Overtime

Staff Bonus

Board share of EPF
Staff tea

Athuru Boga Sala Trading A/C

Salaries

Staff Bonus :

- Board share of ERPF
Overtime

Staff tea

23

Rs.

74,100

- 7,600
10,619
12,172,641

479,122

574,102
1,889,469
546,157
968,529

e A BT il

12,376,056
1,941,988
92,373
124,226
391,107

4,313,356

664,275
172,224
267,519
132,773

T T

638,738
33,191
24,750
92,743
15,847

W I U

47,533
2,250
6,987
4,145

34

16,022,332

15,225,750

5,550,147

805,269

60,949

87,664,447
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General Paddy Mills Rice
Profit Purchase ' Working = Marketing

& Loss Afc Afc . Ale Alc
Polysealers, Motor Vehicles 727,047 . - 75
Office equipment 159,453 20,717
Bicycls b24
Electrical Telephoone & fittings 15,308 894,150
Office Buildings . 152,017
Equipment 8,012 24,974 176,100
Buildings - 9,515,994  29,40,876
Weighing Machines 126,161 17,306
Laboratory Equipments 41 1,466 71,432
Furniture & Fittings : - 1,466
Moisture Meters ' s 170,878 1,872
Fogging Machines 434,065
Laboratory Equipments 6,677
Motor Vehicles ' L 804,119
Dunnages : _ 383,537
Plant and Macninery : 5 4,180,375
1,042,361  4,467:871 8,130,896 . 71,507
e e | S e R ———
‘Geneial profit and Loss A,fc 1,042,361
Paddy Purchese 4,467,871
Mills working 8,130,896
Rice Marketing ' 71,507
13,712,635

24
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Land & building
Plant & machinary
Equipment

Motor vehicles

Office equipment
furniture & fittings

Dunnages

Fumigation vehicle
with eq uipment
Electrical telephone
& radio equipment

weighing machines
bicycles

Open air stores covers
Polysealers

Moisture meters
Laboratory equipment
Temporary building
Fogging machines

FIXED ASSETS

Agregate depreciation

Cost Net value
1985 1986 1985 1986 1985 198¢
940522 266358 30455 36381 310067 220977
63326 73805 17001 21629 46325 52176
1032 1094 877 979 155 175
12084 11304 8855 10319 3229 1075
9859 9953 2150 2401 709 552
1407 2077 297 579 1180 1498
3970 3970 3539 3070 431 2
5181 6631 4112 5137 1069 1494
3501 3360 2853 2855 648 505
16 15 14 14 2 1
6310 6310 6310 6310 s L
17 17 17 16 Wi 1
1281 1281 420 502 861 689
407 436 373 380 34 56
15 15 15 15 s 5
47 47 47 47 L £l
341975 379763 77265 91624 264710 286139
== e ,..-" e ——— — % e — e S —
WORKING PROGRESS COST
1985 1586
Us AID 53061 13463
FAO 3107 3087
Mills & complexes 1396 3511
Stores 3766 2935
Australian aid 4620 4616
Office 01 s
65951 927612

R e AT
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Debtors

Government departments
Corporations '
Others

Dues on loan and Employees

Cther Creditors

Deposits
Security deposits
Accrued expenses
Treasury

Tender deposits
Corporations’
Others

Due to the Government Departments

Auditor General’s Department
Commissioner of agrarian services
Others '

Turn over Tax

Paddy purchase
Mills trading
Private milling

do
Rice marketing
Subsidiary food crops

Digitized by Noolaham Foundation.
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1985 1%
49,376 89,590
6,077 5,133
99,059 129,166
1,004 1,164
148,606 %24,953
20,707 25,938
90 1,479
12,944 32,705
1,654 10,416
866 1,272
2,908 9,838
3,742 16,867
42,911 91,500
62 383
3,000 3,000
14,274 2,382
14,636 5,765

520,543
2,371,776
1,635,944
3,491,692
4,713,456

124,458

12,857,869
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My No. AF/H/259/86 Auditor General’s Dept,
Independence Square,
Colombo 7, '
Sri Lanka,
23rd June, 1988

Report of the Auditor General on the Accounts

of the paddy Marketing Board for the year Ended

December 31, 1986 in Terms of Section 14 (2; (¢»
of the Finance Act No 38 of 1971

The audit of the accounts of the paddy Marketing Board for the year
ended December 31, 1986 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 Section 13 (1) of
the Finance Act, No. 38 of 1971. My observations which I consider should
be published with the annual report of the Board in terms of Section
14 (2) (¢) of the Finance Act appear in this report. A detailed report in
terms ot Section 13.7) (a) of the Finance Act was forwarded to the Chairman
on September 10, 1987,

1: 2 Scope of Audit

Audit opinion, comments and {indings in this report are based on a
review of the financial statements presented to audit and substantive costs
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 availabie to me. Sub sections (3)
and (4) of Section 13 of the Finance Act give discretionary powers to the
Auditor General to determine the scope and extent of the audit,

27
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2. Accounts

2.

In view of my
in the following paragraphs
report, 1 am unable to
opinion on the accounts presented for

audit.

Paragraph
Number

Auditor General’s comments

comments

Particulars

Unreconciled Accounts
Ommissions in the accounts

Overstatements in the
accounts

Inappropriate discolosures
in the accounts

Money claims receivable
Unidentified transections
Evidence for audit
Identified losses

Non-compliance with laws,
rules, regulations and
management dccision s

Idie and under wutilized assets

and idle labour

appearing
of this
express  an

Chairman’s observations

Regarding the opinion my observat-
ion on the points raised from 2,5 1-
to 2. 5.10 are basically accounting
deficiencies and not azising out of
any frauds. The accounting deficien-
cies are mainly due to lack of fully
professional qualified accounting staff
there is a heavy labour turnover in
the accountant grade. Even  partly
qualified accountants when recruited
leave after gaining experience as our
salaries are low. We have rectified
this position to a great extent now
and in the future Accounting defici-
encies could be arrested. I have
given my comments and explanations
on each of the items raised.
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Auditor General’s comments

2. 2 Financial Results

220

According to the accounts, the working
of the Board for the yecar ended Decem-
ber 31, 1986 resulted in a net loss of
Rs. 11,856,636 after charging interest
as compared with a corresponding net
loss of Rs. 10,211,842 for the preceeding
year,

The following table gives a summary
of financial results at variocus stages.

Year under Preceeding

review year
Rs. Rs.

{a) Gross profit 51,947,627 40,624,593
(b) Net operating
profit/iloss)
before charging
interest 1,518,910 (10,928,156)
{¢y Net profit/
loss) {including
non operating
income} (11,956,636) (10,211,342,

Depreciation and interest charged in
the accounts had been as {ollows;

Rs Rs,
Depreciation 13,666,600 12,261,811
interest 19,661,423 8,735,298

29

Chairman’s observation

The net loss of Rs 11.9 million
during the last year is due to the
low turnover. On the present cost
P M.B, should purchase around 8.5
to 9 million bushels of paddy in
order to break even. The turn-over
was only 7.8 million bushels in 1986.
The inability to reach break even
level is arising out of supply and
demand situation of paddy in the
country
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The following statement gives a summary of the financial results for the
year under review and the preceeding year.

Year ended December 31

1986 1985
paddy purcheses
Rs. Rs. Rs. Rs.
Sales [Transfers
less Turnover Tax 426,692,668 341,467,303
Less '
Cost of Sales 378,984 418 477,08,250 322,581,320 18,885,983
Operation of Board
Milis
Sales/Transfers less
Turnover Tax 145,381,335 11,50,96,707
Less; Cost of Sales 156,185,449 (10,804,114) 12,60,25,096 (10,928,389)
private Milling
operations
Sale of rice less
turnover Tax 26,21,83,602 - 30,85,32,650 _
Less; Cost of Sales  25,16,65,123 1,05,18,479  28,19,25,211 26,607,439
Rice Marksting
Sale of rice less
Turnover Tax 15,24,01,730 - 5,99,24,214
Less Cost of Sales 14,99,30,203 24,71,527 5,48,04,691 51,19,523
B T e e e ——————
Trading in subsidi-
ary food crops
Sales less turnover
tax 12, 3,821,347 - 35,15,667 -
Lgss Cost of Sales 1,03,40,583 19,80,764 26,93,657 8,22,010
Cperation of
athuruboga sala
Sales less Turnover
Tax 10,96,699 - 11,11,433 -
Less Cost of sales 10,223,987 72,721 9,983,406 1,18,027
A S —— T T U T ST
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Operation of the Rice Processing Research and Development Centre

Sale of rice by
products and other
income

Less: Cost of sales

Add: Goverment
Grant set off

Overall gross profit

Less: Administrat-
ion and Establish-
ment expenses

Provision for Write-
off of shortages of
paddy and rice and
bad debts

Net operation profit/
(loss) before
interest

Less: Interest

Add: Other income
Net profit/(Loss)

Appropriation Com~
mon Agriculture
Fund

Porfit and loss Acc-
ount brought forward
balance

Add; Prior year
adjustments

1986
Re: Rs..

1,603,384
4,788,545

(3,185,161}

1985
Rs. Rs.

981,436
3,328,270
(2,346,834)

3,185,161 2,346,834
51,947,627 40,624,593

28,831,374 33,215,854
21,597,343 50,428,717 18,336,895 51,552,749
15,18,910 (1.09,28,156)
1,96,61,422 87,35,298
(1,81,42,512) (1.96,63,454)
65,385,876 94,52,112
1,19,56,636 1,02,11,342

(16,52,000)
(1,36,08,636

(7,99,26,744)

(52,93,825) (7,46,32,919)

(16,52,000)

T S

11,86,33,42

(6,80,26,381)

(37,021) (6,80,63,402)

(8,82,41,555)
31
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2. 3¢ Financial Structure

The financial structure of the Board as at December 31, {986

with that as at December 31, 1985 is given belqw, ;

Resources
Capital Contributed by Government

Foreign Aid
Value of assets taken over from

Departments and Boards

Development Reserver

Less Profit and Loss Account Balance

Add. Buffer stock advamnce from
Treasury

Common Agriculture Fund

Utilization
Fixed assets at written down value

Investments
Deferred Revenue Expenditure
Turbulance losses

Net Current Assets

As at December 31

1986
Rs.

26,88,17,451
13,91,41,181
6,35,53,817

1,15,09,728

48,30,22,177

(8.82,41,555)

39,47,80,622
14,00,00,000

1,51,04,000
54,98,84,622
31,57,51,109

1.29,59,900

1,35,91,293

2,48,08,877

18,27,73,443

compared

1985
Rs.

25,88,87,451
14,05,41,181
6,35,53,817

1,15,08,728

" —

47,44,22,177

(7,99,26,744»
89,44,95,433

14,00,00,009

1,34,52,000
54,79,47,433

e " S S

33,06,58,719
1,29,59,900
32,21,683
2,40,66,555

17,70,40,678

et

54,98,84,622

—

54,79,47.453

R e iy
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2. 4. Source and application of funds

The followings statement shows the. source and ‘application of funds of
the Board during the year under review,

_ Rs. Rs Rs,
Source of Funds
Government Grant + .. 70,00,000
- Foreign Aid 16,00,000
Proceeds from sale of assets - 8,19.326 94,19,326
Net loss for thé year ' 1,19,56,636
Add. Profit on sale of Assets : _ 5,18,801 1,24,75,437
Less. . _
Prior year adjustments e 52,93,825
Adjustments of opening balance b )
of assets 1,12,90,604 1,65,84,429
: (41,08,992) - 41,08,992
_ 1,35,28,318
Add. :
Items not involving movement of funds Depreciation 1,36,66,500
' 27.194,818
Application of funds ]
Acquisition of fixed assets ' . _ 1,08,50,019
Increase in the working
Capital as analysed below o 1,68,44,799
Effect on worki ng Capital
Increase Decrease
Rs. ~ Rs. Rs,
Stocks ey 4 17,69,00,125
Steck adjustments 6,300
Debtors ¢ : 7,54 26,849 _
Creditors 3,70,17,452
Refinance Account y 22,83,28.390
Turbulaace losses . 7.42,323 ;
Deferred revenue expenditure 1,08,69.610
Cash and Bank | 1,87,45.434

98,01,00,641  26,53,45,842 1,684,799
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3

Auditor © General’s Comments

5. Comments on Accounts

2. 5. 1, Unreconciled Accounts
Particulars of unreconciled balances in the

accounts are given b-low.

_ Ttem " Value Rs.

i. Various Bank © 1,703
Accounts |

ii, Coatrol 44,603,108
Accounts ’

iii. Bank 11,158,564
refinance :

account

Comments

The difference of
Rs, 1,705 in respect
of 15 Bank Accounis
shown in the Balan-
ce sheet and the
balances shown in
the respective cash
books had not been
investigated and
adjusted. According
to the chairman the
differences in two

accounts have bean -

‘detected and adjus~
ted-

None of the Control
Accounts had been

‘recongciled with the

individual accounts.
According to the
Chairman, the acco-

unts of one Regional

office had been

‘reconciled.

difference of
Rs. 2,341,842 bet-
ween the balance
confirmed by the

The

! "Bank and tha balan-

ce as per Board had
not been ‘investigat-
ed and adjusted.

34
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Chairman's observation .

The differences of Rs’
1,705 are in respect of 18
Bank Accounts. Out of
these the following have

been  investigated and
adjusted.

Ajc Nos,
"Avuradhapura ~ 3593 .
Trincomalee - 502
Anuradhapura/

RPRDC - 3818
Trincomales ~ Bl
Supplies - 502

Now we are in the process
of adjusting others as well.

ii.

iii.

The following vregional
office control accounts
have - been - reconciled.
Anuradhapura,  Badulla,
Tangalle, Trincomalee,
Kandy, Mannar, RPRDC
The balance will ~be
- reconciled.
Bank refinance account

for any average year amou-
nts to  Rs. 500 million.
This includes transactions
pertaining to thousands
of goods receipts which
have to be reconciled
between the regional offic.-
es and Banks. The error

isonly O.04%


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/

Auditor General’s comments

2. 5.2

O missions in the Accounts

Stocks of consumables and spare parts

9467 items out of 3318 items shown under these
stocks had not been valued and included under
stocks. The chairman informed me that it was not
possibie to value these items as their values coulb

" npot be assertained and that a Committee had been

appointed to value them.

9. 5.8 verstatments in tha accounts

Following overstatements in the accounts were

observed.
Ttem Amounts
_overstated Rs .
1. Fixed 1,38,061
"Assets ;

Comments

Chairman’s observations

‘Committee has been appoin-
ted to look into this matter
for omission in the accounts
of stocks of consumable and
spare parts at PMB mills
which occured due to the
difficulties in valuation.
Once the report is obtained
from committee the accounts
will be adjusted. Further
these items .are available at
PMB Mills. These are
verified by our annual Board
of survey. :

The value of fixed 1. The adjusting entry was

assets as at the date
of the balance sheet
aggregating to Rs,

815,751,109 included

the value of the Can-
nibalised rice mills
at Pallewatte and
Hingurakgoda. The
Chairman informed
ihat these values can

not - be transferred -

as-the cost of land

and building are also
included, and that

the other balances
would be adjusted in
1987.
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passed for machinery other
than for land and building
Adjustment entry for build
ings was passed in 1987
accounts by JE 154 of 1987
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Auditor General's Comments Chairman’s observations

Item Amount Comments
Oversiated Rs.

2. Stock (Rice - 6,778,986 This amount repre- 2. These are new mills im-
Mills) sented the value of ported for sale. There is
85 ricemills import no fallen value but they
ed for sale in 1981 are slow moving. Effort
but remained ynsold  is being made to. sell the
due to lack of dema-~ balance.
nd. Provision for
probale losses in this
connection had not
been made in the
Accounts, The
Chairman informed
me that the mills are
meant for sale and
that they are in
brand new condition
and that asall efforts
are being made for
their sale, he is of
opinion that such
provision is  not

necessary. _

3. Stocks 5,532,938 No provision had 3, We have repaired the
(Moisture : been made for these  meters, We are in the
Meters) stocks which are  process of selling thesc.

supposed tobe dam-  Hence, provision have

aged. The Chairman not been made.
informed - me that
no  provision s
necessary  as all
these moisture mete
rs had not been dam-
aged and that any
~ damaged meter could
be repaired inexpen~
~ sively.
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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/

Auditor General's Comments

2.5, 4 Inappropriate disclosures in the Accounts

Interest amounting to Rs. 16,52,000 earned during
1986 on the investment of the Common Agricult-
ure Fuad in fixed deposits, had been utilized as

working capital without being invested with a

Bank. ;

2. 5.5 Money Claims receivable

It could not be possible to be satisfied in audit
in regard to the assets shown as receivables, in
view of the reasons indicated against the following
items in the accounts,

ttem of Account Value Comments
Rs.
1, Debtors 2_‘24,953,-782 i. The .pr.ovision
i made for bad debts as

at December 31, 1986
which amounted to

Rs, 11,79,586 repre-

' sented 0.52 percent
of the debtors. The
Chairman informed
me that provision
forbad debtsis being
made only for priv-
ate sector debts out-
standing for over
five years.

ii, - Debts outstand—
ing for- over five
years aggregated to
Rs. 50,698,969 and
represented 22,53
perecnt  of the
debtor balances.

37

Chairman's observations

This fund was created for
the floor price scheme of

subsidiary food crops. When
ever necessity arises, we

withdraw from this account,

* Digitized by Noolaham Foundation.
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i, Rupess Two Hundred and
Twenty Four Million in
- debtors account includes
all advances, accrued
income and debtors but
provision was created by
us for debtors- owing for
more than five years,

. Action is beiﬁg taken to
recover old debts,
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Auditor General’s Comments

Item of Account

- Value

- Comments

Chairman’s observations

iii* An age analysis iii. Age analysis will be

of debtor balances
aggregating to Rs.
128,665,000 had not
been furnished,

iv.  Rs. 54,224,279
out of Rs. 57459,441
shown as - ‘accrued
income’ under the
‘debtors’ ralated to
the years prior to
1986. .

- v. No confirmations
_had been received in

respect of debts agg-
regating to Rs.
21,91,60,194¢ out of
these accounts agg-

- regating to Rs.

57,93,588 the net
amount confirmed
was Rs. 21,09,656.
The Chairman infor-
med me that it had
been ascertained
that the defferences
in the balances had
been due to the short
ages caused during
the transports of
grains sold by the

given in 1987 accounts,

iv. Action is being taken to

V.

Board and that-act- -

ion is being taken to
settle these accounts
with the relevant
institutions through
negotiations.
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recover.

.This will be attended to-
in future.


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/

Auditor General’s comments

Item of Accounts Value

2.

3-

P

2.

Unidentified tran
given below

Comments

Deposits . 5,134,934 This represented the

not credited to
Bank Accounts

Returned
cheques
Accounts

Cancelled
cheques
Accounts

483,971

234,320

‘deposits not, credit
ed tothe ““Bank Acc-
ount” shown in the
Bank Recenciliation
statement from as far
back as- 1984, Action
had not been taken
to clear these balan
ces. The Chairman
informed me that 75
percent of these
related to the Ratna-
pura Regional office
and that adjustments
were being made;

Not - cleared. ' The
Chairman informed
me that these cheg-
ues had been receiv
ed from external
institutions such as

Chairman’s observations

2. Ratnapura Acconnts have
now been adjusted.

Legal action is being
instifuted to recover these
amounts.

Co—operative socie- '

ties and that legal
action was being
taken - for  their
recovery,

Not cleared

6 Unidentified Transac:ions

sactions observed in audit are

4. It isa continuous accounts
which reflects a balance
at any given time,
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Auditor General's comments

Ttem of Accounis

i. Bank deposits
suspense

ti. Unidenti
fied Bank
deposits

iid. Susﬁensc
Accounts
(Generaly

iv: Suspensé
Accounts
(Salaries)

v.” Goods in
Transit
Accounts

Value
Rs.

4,999

2.862,345

19,04,042

337,192

1,456 451

Comnients

Chairman’s observations

Not identifiéd. The i. Ratnapura Regional office |

Chairman ihfol‘méd
me that this is relat
ed to the Ratnapura

-Regional offi¢ce and

with the settlement
of the accounts of
this office it weould

Bank deposit dccounts is
now adjusted.

be cleared from the

Books.

A balance brought
forword from 1984,
The Chairman infor
med me that this is
related to the Ratna
pura Regional office
and with settlement
of the accounts of
this office it would
be cleared from the
books,

Transactions hadnot
been identified and
correctly brought to
accounts.

A bal_ancé brought
forward from the
previous years,
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This has now been adjusted. -

This is being looked in to
by the respective units. Once
these transactions are identi-
fied the books will be
adjusted.

This is being cleared.
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vio'

- Auditor General's Comments

Item Value _Commenis .

Account Rs.

“Cash=. © " 2?5000 Although this amo-
R _unt was _in transit
T tramsil - from 1984, ‘it had
Account E not been investiga-

t{ed. The Chairman
informed . me that
this is related . to
. Ratnapura Regional
Office - and  with
the  settlement of

this office it would -

be cleared ' from
the books

9:5:7  Evidence for Audit

o1.

The following items could not be
satisfactorily vouched or accepted -
in audit due to the absence of
documentary  evidence indicated

-against each item.

Dezails of ._ Value Documch!ary eviden-

items ce not made availa-

ble to Audit

Rice Mills s Ragister of Rice

Licence fee . Mills licences and

income ‘the licence book

(Anuradbapura; -~ containing licences
- : from 28,101~

1o 28,200

41

Chairman’s obseryations

Qut of this amount of

Rs. 275000/~ we have
cleared. Rs. 250 000/- The
balance Rs. 25,000/- is
under investigation.

'The clerk in charge of
.this subject disappeared

with register. He has
been discontinued.
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; Aﬁditﬁar Gmril’s ‘comments

2:5:7 Details of i

item

' .".02." Rice !
" purchases
(Badulla)

03. Profit on
sale of
fixed

. assefs

Value
Rs.

50,721,049

175,592

: Documentary eviden-

ce not made availa-
ble to Audit

Goods Receipt No-

tes in respect of

payment  vouchers
Nos, 184, 186 and

234 to 259. Although

the Chairman had
informed me that
the Goods Receipt
Notes were availa-

ble with the Badu- '
tla Regional Office, °

these should have
been attached . to
the . relevant ~ vou-
chers.

Historical cost of
_assets - and  the
basis of computa—-
tion of accumulated -

depreciation. ~ The

Chairman informed-
me that in' compu-

ting the cost of
assets, certain ass-
ets had been trans-

ferred to the Assets

Disposal  Account
on the basis of

‘the cost in the

year of purchase
and that certain
items  where the

‘cost could not be

ascertained, valua-

tion had  been
~ done by & commi-

tice.

49

Chairman’s observation

. These have been subse-

quently submitted.

2 Adj_usted_'a.s explained.
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; A_udi;tor' Goneral’s comments

. Value
. Rs.

Details of
ilemn

04. Work-
SRR T
progress

- 05. Accrued
1 COTE

: 06. 'Accrued’
Expendi -
_.ture

27,612,086

. man

57,459,441

Documentary eviden-
ce not made availa-
ble 1o Audit

Item of work, total

expenditure incurr-

ed, and the reasons
for the non. trans-

 fer to Assets Acc-

ount etc. The Chair-
informed .me
that due to the
noncompletion  of

these works up 10

date and the failure-
toe - obtain details

of expenditure ‘en

Capital.

Schedule’s{ sh‘owing'

the made-up

32,705,284 Schdules  showing

the made-up

43
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prepared for

_years

- Chairman’s hh;eﬁatiam

Same as my comments
earlies,

Every year a schedule is
that year’s
accrued income. A sepa:
rate schedue will have to
be prepared for the
arrears of accrued in-

.come of previous- years.

This will be

done in
1987, ;

Every . year a schedule
is prepared - for that
accrued expendi-
ture. A separate schedule

will have to be prepared

for the arrears of acc-
rued expenditure of pre-
vious years. This will be
done in 1987.
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Auditor General’s comments

Deiails of Value
ftem Rs.
07. Cash at | 42,000
Bank BT
. (Meetotamulla)
Fixed:  315m751,109

08,
: Assets

Doctimentary evidan-

ce not made availa:
ble to Audit

Evidence in support

of

i)

C i)

09, Creditors 97,265,105

iii) Evidence

lodgement  in

the Banks.,

Fixed Assets

- Registers except

those relating
to Motor vehi-
cles
cles

Reconciliation
Statements '

o
show that items
of Fixed Assets

‘had been recon-

ciled - with - the
Board of Survey
Reports™

Letters of con-
firmation

. 44 .

Chairman’s observations

Cash at Bank Meétata»

mulla, This’had been ad-
justed in 1986.

and bicy-

ii)

i)

ter has

Office equipment regis-
now been up-
dated

in

This will be don

1987 ‘ -

Verification ‘sheets
~ valuation will be
. done in 1987

PMB s buying on

i)

. ferred.

cheque with ordet basis.

Yater X entry voucher:

is prepared to transfer
from advance account
to central stores, con-
trol account, There are
some entries not trans<
r Hence, . these
purchases are lying ag
creditors where as they
are’ not in fact our
creditors.
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10,

item

Auditor General’s Comments

YValue
Ry.

Details oj"

Bank 328,719,247
Refinance.
Account

' (People's-

‘Bank)

2:5:8 l1dentified Losses

i)

T

of
. security

. of stocks

Documentary eviden—
ce not made availa-

‘ble to Audit

iy Certain age ana-
lysis details

i) ~ Letters of con-
firmation of
. balances

i) Reconciliation

Statements

Partiéulars of inentified losses
observed in audit are given below.

ftem Va!ﬁe

Rs.

Refund

deposits
(Ratnapura
Region)

Shortage 12,77 3,266

of rice

- 25,300

. the relevant

Comments
The - depdsi_t ~ had
ben  refunded to
the depositor twice

Aithough the Board

of Survey  Reports
indicate = that the
verified stocks . of
paddy agreed with
book

. balances, the value

of shortages .obser-

45

Chairman’s observations

i)

i

i)

1

It is available

‘into this

Age analysis of credi-
tors are given in the
schedule other than

_the creditors mentioned

above -

in our
files ;

It in available in our
files

We have investigated
and  found
no -double payment is
involved.,

: 'Shoﬁfagc' of stock adjust-

ment - is

correct.. Any

-adjustment for shortages
during (987 will be done

Digitized by Noolaham Foundation.
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Auditor Genersal's comments

- Value

Commenis = -
Rs. )

- Ttem

ved at the issues
of these stocks in
© January, .
and March.

vision . had besn

made - for

_shortages.

3. Temporary 2,400
. misappro- observed at a cash
priation verification = carried
of cagh 't T out by the audit
; .. 'officers in a store

;in  the . Kandy

Region, :

Non-compliance with Laws, Rules,
Regulations and Management Decisions

Instances of non-compliance with' laws,
regulations and management decisions are
given below. :

Reference ~ Requirement Non’

to laws, ' compliance

rules and 0y

regulatious : e
1@ Annual accou- The accounts

Finance Act nts of = State the

; year
No. 38 of 1971 Corporations

Section should be for- warded to  the
13 16) warded to the Auditor General
Auditor Gene- on July 17, 1937

ral within four after a delay of 2

46

February
1987
amounted fo Rs.
12,773.266. No pro-

these |

This shortage was

rule_s..

for (a) Rendition
under
review were for-

Chairman’s observations

direct

Under purchase
scheme, it is customary
to have small cash ba-
lances: with the Store
Officers. For security
reasons they do"  not
carry the cash with them
and. hence tliey -canmnot
produce the. cash for

" random inspections.

of accounts
was delayed due to inabi-

‘lity .to obtain particulars
‘from Northern and  East-

ern Regional Office on
account of disturbences i in

thesc regions.
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Auditor General’s Comments -

' Reference

 to laws,
rules and
regulations

‘the ~ close

‘Requiremeut

after
of
- financial

manths

the

~ year

{by

.Sec_:t-ion 13,053

25

- Section 10
of the Paddy
Marketing
Board Act, .
No. 14 of
1971

~Rendition

reports on ace-
ounts asrequi-
red by the Au-
ditor General

" The Board sh-
-ould
the  fees from
" private

recover

rice
millers for mi-

" - lling paddy -

ued to.millers

o.f '

© Non
compliauce
months a'ud 17

~ Chairman’'s observatioas '

days. The Chair--

man informed me
that the accounts
e¢ould not'be for-
warded on
due to the inabili-

.ty to obtain par-

ticulars  from the
Northern and Eas«
tern Regional Off-
ices on account of
disturbances in
these regions,

Non-rendition of ¢by This has now been
reports on debtors, ;

creditors " and

stoeks

No interest had
been taken during
1986 for the reco-
very of  licence
fees from millers
in the Ratnapura,

- Kandy and Anura-

dhapura regions
whilst  paddy quo-
tas had been iss-

have not obtained
licences. In this
connection
Chairman had sta-
ted as follows
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time

who
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submitted.

2 No further commenis
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Auditor  General’s Comments

Reference  Requirements
to ‘laws, e

rules and
Regulations

Non-.
complianee

“Under the open

“economy it is
not possible . to -
- make the reco-
- very of licence
“fees -compulsory.

During the first

6 months of the
“year the . private
.millers do .- not

show any interest
in obtaining quo-
tas =~ of paddy

. from the Board,
The need for

the issue of
Board paddy for

milling rice is

felt at its highest

- during the last 3

months of . the
year. During this

period © it has
~ become necessary

to  request the

“millers to mill
Board ‘paddy. In

view of this situa-
tion the recovery
of licence fees
from private mil-
lers cannot  be
made compulso-
fyr9. :
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- Auditor_General’s comments

‘Chairman’s observations’

-8

procedure
of the Board,

5.

Cricular Nos,
478 and 484
of the paddy
Marketing
Boarg.

should be sign-

ed separately.

‘Transport char-

ges on transp-
ort of stock
should:conform

" to limits speci~

fied,

Non—
compliance

This amount had Payment of milling hire has
not been recovered been suspended until he pays
: this amount. ]

Steps are taken to enforce.

Payment had been
this requirement,

made on goods
Receipt ‘Notes
which had not
- been signed. indiv- .
duaily,

Reference . Requirements
o laws, ;
rules and
Reguilations
o A sum of Rs.
" Order No 21,878 had to
16/4/2126 be recovered
dated from the secur-
september ity deposits of
02.1986 issued a private miller
by the Head on account of
office to the @ penalty for
Ratnapura delays in mill-
" Regional ing. '
Manager
d. In the -issue to
Faragraph goods Receipt
1. 8. 4. of Notes every
section v of  copy including
the accounting the . original

Rs. - 15,810 had
been paid in excess
af the specified
lirnits.

No over-payment involved:
We have already replied,
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_Auditor General’s comments

Reference
fo laws.
rules, and.
regulations

6.

-Cricular Nos,
471 and 493
of the paddy
~ Marketing.
Board.

7.
Accounting
procedure of
the Board.

Requirements

Purchase of
Green Gram in
1986 should be

at the guarante--

ed price of Rs,
10/~ per kg.

The actual

price paid by
the Storekeep-

ers in purchas
ing paddy shou
1d be indicated
in the Goods
Receipt Notes.

Non-
cempliance

This limit had
been exceeded and
payments have
been made at the
rate of Rs. 13 and
Rs, 15/-. The
Chairman informed
me that institutions
sush as the Co-
operative wholesa
le ~Establishment
had made purchas-

“es in the Kuruna-

gala Region at
these® prices and
the Boardjtoojhad
been‘compelled _to
pay the same price.

In the Ratnapura
region one unit
price isused in the
computation of the

Chairman’s observations

No more comments

This has resulted not in an
over payment to outsidets
only. We have discounted
the money at a higher value.

value of the Goods .

Receipt Notes for
the purpose of

discounting with

Banks, while

a

differentunit price -

is used in the sett-
lement of store
keepers advances.
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Auditor General’s Comments

Reference
to laws, -
rules and
regulations

8.

Chapter 5 of

the Account

ing Manual

of the Board.

Requirements

Rice inrespect
of paddy issued
for . parbolied
milling should
not be accepted
before the lapse
of 12 days.

Non
compliauce

Rice milled from
paddy issued toa
private miller in
the Anuradhapura
Region for parboil
milling from a
store 46 miles away
had been delivered
to another store
28 miles away on
the same day.

2. 5. 10 Idie and under-—utiliz_ed Assets and
idle labour. '

Particulars of idle assets and labour observed
in audit are given below. '

Asser

B

Hasalaka
Rice

~ complex

Vailue Rs.

Not :
ascertained

Partieulars

It was obsérved
that the rice com-
plex had been kept

"closed on the days

the officer-in-char
ge did not report

for work, whilst

the eomployees of
the complex remain
idle on such days.

b1

Chairman’s observations

The delivery orders for paddy
has been issued on 19. 12. 85
and Rice advice has been
given on 23. 12. 85, There is
a four days gap between this
issue of paddy and the rice
obtained. The Twenty days
stipulation for acceptance
of rice has not been strictly
adhered in this case in order
to deliver the targetted
quantity of rice to F. C..

Steps  will “be taken to
minimize such lapses,
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Auditor General’s Comments

Asszet

-9,
Five roomed

Yalue
Rs.

Particuldrs .

This store with a Bulk  stores

Chairman’s observations

are used :

capacity of 1100 whenever there is excess of

bulk stores. metric  tons of
at the ‘paddy had not
Horowpothana been utilized from

Rice Complex

the date the com-
plex was commiss-

ioned The Chair-
man informed me
that the store was

not utilised as the

Board Stores had
adequate storage
capacity for the
storage of paddy
during the year.

3.- Financial and operating Review

Financial Resuits

According to the accounts, the working of
the Board for the year under review resulted
in a net loss of Rs. 11,936,636 as compared
with a net loss of Rs. 10,211,342 for the
preceeding year showing a deterioration in
the: financial. staius of the Board. This
deterioration can be analysed as follows:

Rs. 009y  Rs. (C000)
Adverse variances il
Decrease in other
income : . 3,865
Increase in depteciation . 69
Increase in Refinance : ;
interest - 10,928 {14,880}
59
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paddy over and above the .
capacity of normai sfores.

The basis - adopted in
respect of prior peried
adjustment is to charge in
to this account the income
or expenditure relating 15
the previovs financial years
whether they relate to grror
in policy or emor in
principle :
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Auditor General's Comments Chairman’s cbservation

Rs (‘000)  Rs. (000)
" Favourable variances

Increase in the gross

margin on cost - 11,922

Decrease in salaries and

wages 559

Decrease in overheads LY (13,115)

‘Net variance : _ ;
~ (Adverse) (1,745)

The finaecial results - and the financial
status reflected in the annual accounts are
~adjusted in the shbsequent years on. the
basis of accounting errors, omissions, etc
observed. For example the loss for the
preceeding vear had been favourable adjusted
by Rs. 5,293,826 during the ‘year under
review. Particulars of such adjustments made
during the last five years are given below.

_ Year of Amount t
Adjustment ; " Rs,
1981 ; 571,707 Dr.
198 - 48,90,695 Dr.
1983 3,39,98,345 Dr.
1984 77,28,53%4 Dr.
1985 : . 37,021.Dr.

In view of the above, it could not be
relied upon  that the financial result and’
the financial position reflected in the
financial statement for -the year wundet
review would not be charged in the mnext
year. . Therefore, no reliance could be
-placed on the f{ivancial result reflectes in
the accounts, - =it
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Auditor General’s Comments Chairman’s observations

3. 2. Operations

Other observations made in a audit in
relation] to the operations during the year
under review are summarised below,

Item _ Vaiue . Comments
Rs,
(a) B 104,963 Issue of paddy to Alr.eady explained.
Paddy certain private
Transport ; mills in the Anu-

Charges : radhapura region
: : had been made
from stores situat-
ed, 104, 98, 92, 85,
miles away from
the mills instead
of issuing from
stores closest to
the mills resulting
in the payment of
additional trans-
port charges aggre-
gating to Rs,
104,963, The
‘Chairman informed
me that such issu-
es had to be made
due to the follow-
. ing reasons.

1. Holding of
stocks at the near-
est stores for ;mill
ing by the Board
mills.

2. Depletion - of

stocks in other
stores.

b4
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Auditor General's comments. -Chairman’s observations

Ttem Value Comments -
Rs.

3, Speedy discont-
inuance of stocks
of paddy at stores
in areas affected
by terrorist activi-

ties,
(b) : A sum of Rs.  Already explained,
Renovation 365,000 365,000 had been
c:.f silo i © paid to an Instit-
complexes ution as professio-

_nal fees for the
renovation of silo
complexes whereas
the Capital Restru-
cture Committee
report stated that
the Committee
does not recomm-
end any expendit-
ure either = for
research or renova-
ation of silo com-
plexes. The Chair-
man informed me
that the agreement
with the institut-
ion had been
entered into before
the report of the
Capital Resturctu-
re Committee was
‘made availableand
in the cricumstan-
ces the payment
had to be made.
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" Auditor General’s commaents

Ttem

()
Purchase
of Green
Gram

Value
Rs.

576, 960

Commenis

i) According to the
accounts,the average
selling price of 1kg
of green gram was
Rs. 5.25 whereas the
average purchase of

1 kg was "Rs. 14.88,

The loss sustained
by the Board on
purchases made in
excess of the guaran-
teed price aggregated
to Rs. 575,953,

* i1y The turn-over of

green gram during
the yearunder review
had been . 1030.5 kg
whilst the year end
stock had  been

Chairman’s observations

i} No loss incurred, as the
quantity which should
have been included in the
closing ‘stock has been
included in sales.

ity There had been no pur-
chase of green gram in
1983, 1984 and 1985,

109,122.5 kg. On the

basis of turnover for
the year under review
the existing  stock
would be equal to
the turnover for
103 years. The Chair-

man informed me

that the sale of green
gram had decreased
only during this year
and that green gram
had the highest turn-
over out of all the
subsidiary food crops

marketed by . the

Board. However, the

accounts indicate

that therewas no tur-
nover of - green gram
during 1983, 1984
and 1985.
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Auditor General’s comments

Item

(d)
Payment of
Penal Interest

(e)

Deferred
Revenue
Expenditure

(f)
Buffer stock
Fund

Value
Rs.

7,615,608

10,369 460

140,000,000

Comments

The penal interest
paid by the Board
during  the year
under review, for
the failure to settle
on time the liability
on account of Bank
Refinance Facilities
obtained for the
purchase of paddy

amounted to Rs.
7,515,608,
A sum of Rs,

10,369,460 included
in fixed assets under

work in progress
accounts represent-
ing expenditure

incurred during the
period from 1978 to
1983 had been trans-
ferred to the ‘Defe-
rred Revenue Expen-
diture Accounts’
during 1986, This
expenditure should
have been written
off during a specifi-
ed number of years
commencing from
the year in which the
expenditure was
incurred.

This advance paid
by Treasury, had
remained unrefunded
over several years.
The Treasury also
had not specified the
terms of refund,

57

Chairman’s observation

Payment of penalty rate
of interest on refinance
drawings is inevitable as
only 180 days is allowed
for settlement. Due to
market conditions and the
need to maintain a buffer
stocks it is not alawys
possible to dispoes of
stocks in 180 days.

The policy followed in
respect of  deferred
revenue expenditure to
apportion annually for
5 years.

This amount has not been
considered as a loan
stating terms of "repayme-
nts, All Treasury loans
obtained other than this
amount has been duly
settled,
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Auditor General’s comments Chairman’s observations

3. 3. Rice out-turn percentage on milling
of paddy,

The out-turn percentage of rice from paddy Already explained
milled at Board Mills and from milling done
by private millers for the Paddy Marketing
Board, had been originally fixed at 72 percent
in 1977. This ratio was brought down to 68
percent in 1978, On the recommandation of a
Committee appointed consequent on a memora-
ndum forwarded by the private millers to the
Minister of Agricultural Development and
Research, the out-turn percentage of rice had
been reduced to 67 with effect from 20 th May
1986 and the out-turn percentage of parboiled
rice had been further reduced to 66 percent
with effect from August 01, 1986,

Following observations are made in this
connection.

(a) The avarage out-turn obsetved at experi-
ments carried out by the rice processing
Research & Devlopment Centre was in
excess of 68 percent.

(b) The recommendation of the Capital Restru-
cture Committee in this connection was
that ‘before the reduction of the out-turn
percentage, the rice Processing Research
and Development Centre should examine
whether the existing percentage of 68% in
itself a low out-turn and explore whether
there are any reasons for the reduction of
the out-turn percentage’
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(c}

(d)

Auditor General’s comments

As the reduction of the out-turn percentage
in 1978 had been done on a decision of
the Cabinet the reduction in 1986 too should
have had the Cabinet approval.

As a result of the reduction in the out—
turn percentage iz 1986, the concession
made available to private millers during 08
months amounted to Rs, 4,390,602.

In this connection the Chairman informed
as follows:

‘Adequate mills were not available for
milling the stocks of paddy purchased by
the Board during 1986, The number of
private mills engaged in milling had been
reduced to 50. In the meantime. consequ-
ent on representations regarding certain
difficulties encountered by private millers,
made to the Minister of Agricultureal
Developments & Research the Minister
ordered to examine the cost of milling and
the out-turn percentage, Accordingly exper-
iments were carried out at the Rice proce-
ssing Research & Development Centre with
the participation of the millers. OQut-turn
percentage from 68.15 to 70.8 were achiev-
ed at these experiments. However, these
results were not achieved in conformity
with the standards set by the Food Comm-
issioner. Thereafter, 2 committee comprising
representatives of the Food Department,
Paddy Marketing Board and the Private
Millers had been appointed to make reco-
mmendations on the out-turn percentage.
Based on the results of experiments by the
Committee and the practical difficulties in

59

Chairman’s observations
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Auditor General's Comments Chairman’s observations

the implementation of the standards, it
was recommended that polishing on parbo-
iled milling should be increased from 75
percent to 100 percent and that the out-
turn should be reduced to 68 percent. It
was also recommended that poiishing in raw
milling should be maintained at 75 perc-
ent and consequent upon revised standards
fixed by the Food Commissioner to contin-
ue the out-turn at 67 percent, The Secreta-
ries of the Minisiry of Agricultural Devel-
opment & Research and the Ministry of
Food had approved these recommiendations
with the concurrence of the Minister, The
out-turn precentage for parboiled milling on
the basis of 100 percent polishing remained
at the same percentage as in 1979 and the
percentage for raw milling had increased
by one percent. When compared with the
revised standards, it should be noted that it
is mnot possible to maintain the results
achieved at the experiments carried out at
the Rice processing Research & Developme-
nt Centre at the same level

3. 4. Plant Capaczity Utilization

The optimum capacity, the budgeted capac- Already explained
ity and the actual capacity of Board Mills

during the year under review and the prec-

eeding year are given below:

Metric Tons

1986 1985
(<000) (<000)
Optimum capacity 224 224
Budgeted Capacity 78 99
Actual Capacity 33 30
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Metric Tons
1986 1985
(*000) ¢000)

Actual Capacity as a

percentage of optimum

Capacity 159 13%,
Actual capacity as

percentage of budgeted

Capacity 43% 30%

ii)

Out of the total quantity of paddy milled
during 1986, the milling done by the Board
mills represented 36 percent, whilst the
milling done by Private millers repre-
sented 64 percent.

Rice mills valued at Rs. 39,776,978 inclu-
ded under fixed assets had remained idle
during the year,

The Chairman informed me that the under
utilization of capacity had been due to the
following;

1. Effect of thd weather Conditi()ns.on
milling,

2. Non-ecceptance by the Food Commiss-
joner of the total rice production atthe
full capacity.

3. Some of the Board mills do only raw
milling and there is a lack of market
for the full production

4. Tnability to utilise the full capacity of
some of the mills which are very old.

5. TInability to utilise capacity due to
ethnic disturbances.

61

Chairman’s cbservations
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Auditor General’s Comments Chairman’s observation

3.5. Particulars of paddy purchﬁses, milling
and rice deliverias to the Food Commissioner

Particulars of paddy purchases, milling and
rice deliveries to the Food Commissioner
during the year under review and the procee-
ding year are given below;

1986 1985
kg. (000) kg. (000)
Paddy purchased
during the year 154,252 101,236

Quantity of paddy issued for milling-

Privrte mills 60,379 65,107
Board mills 83,499 30,891

Quantity of rice deliverved to the

Food Commissioner-

Private mills 24,314 41,309
Board millr 11,418 14,739

3, 6, Major variations against the Budget

Some of the major variances between the Due to exigencies at
actual expenditure and the budgeted expen-  times budgetary provision
diture during the year under review are 10 SOmeltems become in-
given below. In view of these it is not iivdeeq:.;g:fs.feln fsuc;lh r;ases

: . ! r funds from
possible to ascertain that a  satisfactory the expenditure whice are

budgetary control had been in operation. under spent through the
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Auditor General’s Comments

Expeuditure Budget Actual Deffer Reasons
Account : ence for the di-
- fference
Rs.(000) Rs.(000) Rs.(000)
Head
Office 1,160 1,935 775 Reasone
g for varia-
nce had
not been
given
Rice processing
Research and
Development
Centre 776 41,789 964
Regional
offices 4,633 5,704 1,701
Paddy
Marketing
Board mills 2,550 5,240 2,690
Paddy
Purchases 731,586 580,951 (200,635)
Paddy
Marketing

Board mills 538,002 277,397 (255,605)

3. 7 Uneconomic Transactions :

Chairman’s observations

According to the budget the number of
clerks assigned fo the kandy Regional office
was 13 However, the actual number attac-
hed was 30. Although there had been two
‘Seva Sahayakas’ in excess of the Budget
four other *Seva Sahayakas® had been emp-
loyed on a casual basis, In this connect-
jon the Chairman informed me wus follows;

*There were 100 Rice Marketing Centres
attached to the Kandy Regional office,
These 100 centres had to be closed down

63

applications submitted by
accounting officer concer-
ned. Reasons for tne over
expenditure are mentioned
in the applicatton forms.

Rice Sales Centres thoug-
hout Sri Lanka other than
in Colombo has to be
Closed down according
to a cabinet decision. Fur-

ther according to the
Cabinet decision when
Rice Sales Centres were

closed employees who were
of the Rice Sales Centres
had to be given alternative
employment according
to their qualifications and
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simultaneously. According to an order of the
Government all those who were employed
at these centres had to be attached to
Board Services, Accordingly their place of
work was also the Kandy Regional office.
In view of the above it has to be pointed

out that the cadre at the Kandy Regional

Office had exceeded the budget’,

3- 8. Liquidity

According to  the accounts, the current liabil-
ties as at the end of the year represented

70 perceat of the current assets as compar-
ed with 50 percent as at the end of the

preceeding year showing a deterioration in
the liquidity position-

Systems and Controls

Deficiencies observed during the course of
audit were pointed out in my detailed
report. Special attention is needed in respe-
ct of the following areas of contrel.

(2 Assets- Maintenance of Registers and  (a)

SUrvey.

(b) Stock shortages (b)
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Chairman's observations

experiences. Hence the
employees in  the 21
Rice Sales Centres closed
down in Kandy Dirtrict
were given employment at
Kandy Regional office
unti | they are transferred
to other regions.

This is due to low turnov-
er arising out of the palicy
as P. M. S, buys paddy
only at the Guaranteed
Prico.

All fixed assets are veri-
fied and all variations are
reported to Head office
and recorded in the ledger
accounts

The Board has been conci-
ous of the need to curb
stock shortage and has
taken several meaningful
steps to minimize them.
Action has been taken to
develop continuous stock
verifications. we have alre-
ady recovered a consider-
able amount due from
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{¢§ Bank Reconcilintions

{d; Dedtors and Creditors

(c)

Auditor General's commenss

Internal Audit
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Chairman’s observations

.

Store officers dand disciplinary
action taken against officers

" found responsible for short-

{e)

ages,

Bank reconciliation is done
once a month by PMB accoun-
ting units = wherever current
account is maintained with a
Bank. Copy of the Bank recon-
ciliation is forwarded to Head

- office along with the original

{dy

cash book  Even  Head
office  Bank reconc|lat-
io1 is done once a month.

As regard trade debtors we
maintain a regular debt collec~
tion system. However, we still
have difficulties with institut-

" ions such as ' BCC and oils and

Fats Corporation. We are neg-
otiatigng with these debtors.
PMB normally buys on purch-
ase order written as cheque -
with orders, Due to Jack of
documentation X eniry vouch-
ers -are not passed. But when
materials are purchased and
brought in to, contrel account
is debited ann oreditors credi-

: fed. There are- difficulties in

preparing the X entry vouchers
Once these vouchers are prepa-,
red creditors will be debited

- and advance account for servi-

¢s will be credited,

Due to lack of qualified and
competent personnel for posit

.ions such as Chief Internal

Auditor difficulties were exp-
erienced 'in :this regard. We
have now made internal arran-
gments and the divisien is
working satisfactorily. Month-
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Auditor General's Comments Chairman's vbservations

ly veporis of the internal andit
are submitfed io me with copy
to Auditor General.

{f) Reconciliation of Accounts " (f) Advances paid are recovered at
) ; : - the time of final secttlement.
Howsver we admit that there
are advance paid and not sett-
led. Bame are included on pur-
chase order written ‘along with
cheque order system . Materials
or stocks are received in some
cases but documents are not in
order to pass X entry vouch-ers,

tgy Paymeant and scttlement of advances {2} This was started with a view of
; 14 1% : purchasing paddy from farmers
who Have small holdings, We
have established a system of
accounting control.

thy Obtaining monthly reports from. ; (h) Regional Managers are expect-
Regional _ot“f'ices on time - . ed to forward to Head office
P i e ; monthly original of cash book
“ both receipts and payments
along with Bank Reconciliation
Statement and analysis sheet;

(i) Transport of stocks ek (i) This is done according to tran-
{ sport facility and we have est-
ablished system of accounfing

control.
{j) Accounting lor direct purchases of ()  We give advance to services
paddy ; and purchase of goads of urge-

nt requirentent when we do not .
have credit facility. But there
are sume advances not seitled
for a long time. We are taking
steps to clear them.

¥, Gamini Epa Ay D. M, B Marapona
Auditor General ' ' Chairman, '
Paddy Marketing Board
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