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CEYLON MINERAL SANDS CORPORATION

167, Sri Vipulasena Mawatha,
Colombo 10.

15th May 1990

Minister of Industries & Secientific Affairs

Dear Sir, *

In terms of Section 14(2) of Finance Act No. 38 of 1971, I submit on behalf of the Board of Directors:

(a) The Report of the Board of Directors on the work of the Corporation for the Financial year
ended 315t December, 1987.

(b) A Copy of the Balance Sheet.
(c) A Copy of the Profit & Loss Account.

(d) A Copy of the Report of the Auditor General.

Yours faithfully,

B. L. Panditharathne
CHAIRMAN


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/

!

L

G



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/

CEYLON MINERAL SANDS CORPORATION

Board of Directors
(w.e.f. 16.11.87)

Chairman
Mr. S, K. P. Samaranayaka

(Engineer)
Mr. J. P. R. Fonseka Dr. W. J. N. Fernando
B.Sc. Hons. (Cey.) M. Sc. (Lond.) B. Sc. Eng. Dip. Chem, Eng. (Surrey)
D.I.C., F.R.I.C, F.I. Chem. C, C, Chem. (Ph.D.Lond.), D.L.C., C. Eng.

M.L Chem. E. M.LE. (Cey)
. Mr. V.R. Navaratnarajah Mrs. R. M. Pulendran

M. H. P. B. Dayananda Mr. F. D. Jayawardena
B.Sc. F.C.A.

OFFICE :

167, Bri Vipulasena Mawatha
Colombo 10.

Tel: 094631, 604632

; BANKERS :
Bank of Ceylon—Colombo Pulmodai and Trincomallee

People’s Bank—Colombo
Indo-Suez Bank— Colombo
A. B. N. Bank—Colombo

AUDITORS :

Auditor-General of the Democratic Socialist Republic of Sri Lanka
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CEYLON MINERAL SANDS CORPORATION

ANNUAL REPORT OF THE BOARD OF DIRECTORS
OF THE CEYLON MINERAL SANDS CORPORATION
FOR THE FINANCIAL YEAR ENDED 31.12.1987.

The Corporation is pleased to present its Annual Report for the year ended 318t December, 1987.
The year under review was another successful year for the Corporation in regard to Production, Turnover
and Profits. The Corporation earned the highest profits after tax to-date since its inception which was
Rs. 121.3 million compared to Rs. 64.9 million in 1986. This is despite the several practical problems
continuing due to terrorist activities in and around the area of operations. This was possible mainly
due to the motivation and loyalty of the employees based at Pulmoddai and Cod Bay.

No major problems were encountered in the year on our production line, The fresh water supply
unfortunately remains unavailable due to sccurity situation and consequently we could not produce zircon
and monazite. This was a lost opportunity because there was a sudden increase in the demand for zircon
i the international market which the Corporation could not make use of. If the security situation does
not improve in the following years the Corporation will have to consider possibilities of fin ding alternative
means of producing zircon in another location where fresh water is available. Rutile and Ilmenite con-~
tinued to be produced at Pulmoddai with the use of sea water. No major problems or complaints were
received from our buyers on the use of ilmenite and rutile, The Board’s decision to use sea water for
the production of these two minerals has been vindicated.

The lack of Managerial and Technical staff at Pulmoddai continued in the year. The Corporation
could not fill the vacancies in spite of repeated advertisements. Conscquently there was a severe strain
on the existing staff both at Pulmoddai and China Bay. The Board wishes to place on record its appreci-
ation to this staff for their unstinted co-operation to maintain the production and shipments in spite of the
constraints, Every endeavour is being taken to fill the existing vacancies, specially in the Managerial
Grades,

Mr. L. B. Fonscka Chairman/Managing Director resigned from the Corporation on 2 5th September
1987, The Board is grateful for the services rendered by Mr., Fonseka during  his tenure as Chairman
of the Corporation. Mr. Fonseka was succeeded by Mr. 8. K. P. Samaranayake who assumed duties
on 16th November, 1987.

PRODUCTION :

The production of minerals in 1987 compared to 1986 was as follows :-—

1987 1986
MT. M.T.
Henenite .. att 128,490 120,907
Ruitile 7 . 7,248 8,443
Zircon 43 2 — g10
Monazite .. — 17
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Rutile production which showed a short fall of 14 9, against 1986 was mainly on account of the
low recovery consequent to the use of sea water for the production of this mineral.,

ZIRCON & MONAZITE :

There was no production of these two minerals due to lack of fresh water,

EXPORT MARKETING :

Although the Corporation had contracted for the sale of 7000 tons of rutile this could not be effected
in the year due to lack of shipping time. 106,722 tons of ilmenite and 27,281 tons of Crude Zircon were
exported in bulk through Pulmoddai this year. The Cerporation also exported 1700 tons of Zircon in
bags through Colombo.

Due to lack of fresh water and consequent inability to process the Corporation has been accu-
mulating unprocessed Crude Zircon in the open yard, Since the quantity accumulated was in excess
of the plant capacity, it was decided to dispose of same taking into account the current demand for the
good rate of zircon in the international market. The Tender Board approved the sale of the available
40,000 tons but due to unsufficient shipping time, only 29,700 tons were shipped in 1987. The balance

is to be shipped in 1¢988. The comparative figures for 1986 and 1987 are given below :—

[
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1987 1986
Qty.  Value In Qty. Value In
M.T. Rs. ’o00 M.T. Rs. ’000
Ilmenite 106,722 146,607 95,298 102,004
Rutile = P 42 7,240 468 74,066
Zircon 1,895 10,255 34 154
Monazite o Ho = p= e =
Hi. 'Ti, Hmenite o — — 17,625 20,511
Crude Zircon 27,281 34,890 — —
192,220 197,725
The table below shows the guantities exported during the period 1983 — 1987 :

1983 1984 1985 1986 1987
(M.T.)
Ilmenite 30,673 130,957 147,606 05,298 106,722

Rutile 12,274 4,711 8,374 7,249 —
Zircon s 11,390 3,678 4,548 34 1,700

Hi. Ti. Ilmenite i e — —— 17,625 —
Crude Zircon ., SR — e — —_ 27,281
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REVENUE :

The total revenue earned during 1987 compared to 1986 showed a slight increase, which is as
follows :—

1987 1986

(ooo) (’oao)

Revenue on Exports .. 3 o 191,036 197,756
Despatch Money & i o 239 359
Total foreign exchange earned .. iy 191,275 198,115
Local Sales o 5 . 1,090 661
Revenue from other sources s o 14,766 6,210

207,131 204,080

FINANCIAL RESULTS OF THE CORPORATION :
Financial results of the Corporation during the past six years are shown below :—

. (In Rs. 'ooc)

Net Profit before tax 1982 - = o 37,470
1983 i S i 14,264
1984 4 2 o 12,818
ig85 - i . b
1986 % o " 96,940
1687 s as i 131,018

'The higher profits in 1987 was made possible due to the continued demand and the short supply
in the international market for ilmenite and the resultant increase in prices.

CONTRIBUTION TO THE GOVERNMENT:

A sum of Rs. 9,688,000/~ is being contributed to the Government out of our profits for 1987 as

follows :—
Corporation tax .. v 7,750,000
Deemed dividend tax B 1,938,000
0,688,000

This is 7.39 % of the net profits (before tax) of the Corperation.
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APPROPRIATION OF PROFITS : : o 2

The amount available after provision for tax and all other adjustments has been appropriated.as
follows —

(In Rs. ’coo)

Floating craft insurance reserve s oo

Reserve for parallel jetty e o 60,000
Rescrve for rescarch & further processing

of Ilmenite .. e s 60,383

120,983

R E S —

PROJECT FOR UPGRADING OF ILMENITE TO SYNTHETIC RUTILE :
The project was actively pursued during this year. Discussions were held with the Ministry officials
for the establishment of the plant. At the time of writing this report the Board has been inform by the

Ministry of Industries & Scientific Affairs that the Corporation could go ahead with the project.

TURN-OVER STAFF :

The total strength of the staff of the Corporation as at 31st December, 1987 was as follows :—

LExecutive Grades = s £ 29
Technical & Supervisory Grades i 2 21
Clerical & Allicd Grades .. o o 142
Manual & Operative Grades o oo b

453

During the year under review the man power was further reduced by 36 due to resignations . and
vacation of posts. As such the turn-over of emplovees in professional and technical grades experienced
during the previous years continued undeterred.  With the escalation of cthnic viclence in the Eastern
Province, work at Cod Bay came to a halt. Most of the employees attached to Cod Bay left their work
place and were living in refugee camps m and around Ceolombo. Temporary arrangements werc made
for these employees to draw their salaries at the Head Office.  Some employees of the Plant at Pulmoddai
also left scrvice owing to the deteriorating secuciry situation.

There was no recruitment to the professional and technical grades during the year 1987,  Efforts
* to fill vacancies in the professional and technical grades at the plant and Cod Bay did not meet with success
due to the prevailing security situation,

Employees of the Plant and Cod Bay deserve commendation for their untiring efforts to achieve
the recorded satisfactory output and the shipping for the year 1987, in spite of the adverse security con-
dition in the region. : '

4
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On 16th October 1987 four employces of the Plant died due to terrorist attacks. Every possible
assistance was extended to the bereaved families. The Corporation also assisted the dependents of the
deceased employees to obtuin the necessary documents pertaining to the deaths with a view to expediting
the payment of Death Gratuity.

STAFF TRAINING :

‘I'wo employces in the Managerial Grade and four in the Clerical Grade attached to the Iead
Office were provided with the opportunity to participate in local training courses conducted by the SLIDA
AND NIBM. This opportunity could not be afforded to the employces at the Plant and Cod Bay in
view of the fact that priority had to be givén to the staff requircments of these places, which had been
severely affected by the shortage of staff as a result of resignations and vacation of posts.

WELFARE ACTIVITIES :

Employees of the Head Office participated in in-door games and volley ball tournaments and
prizes were awarded. They also took partin the Atheltic Competition organised by the Ministry of
Industries & Scientific Affairs. The annual excursion was also undertaken by the Head Office cmployees,
Although provision was made in the Budget for the annual excursion of the Pulmoddai employees the
prevailing security situation precluded them from undertaking same.

The Welfare vote covered uniforms for the eligible staff, tea scrvice, sports activitics and news papers
to employces, At Pulmoddai facilities were cxtended to cover medical requirements with a Resident

Medical Officer at the Plant, Library facilities, and film shows. However, screening of films had to be
discontinued in vie w of the unhealthy security condition, towards the end of 1987.

BOARD OF DIRECTORS:

"The Board of Directors of the Corporation comprises the following members :

Mr, 8. K. P. SAMARANAYAKE ~—  Chairman | Managing Director
MRg. J. P. R. FoNsega —  Director

Mg. V. R. NAVARATNARAJAH —  Working Director

MRr. H. P. B. DavaNanpa —  Director

Dr. W. J. N. FErnaNDO —  Director

Mgs. R. M. PULENDRAN —  Working Director

MR. F, D. JAYAWARDENA —  Director

ACKNOWLEDGEMENTS :

The Board wishes to acknowledge the co-operation it has received during the year under review,
from the Ministry of Industrics & Scientific Affairs, Geological Survey Department, Sri Lanka Army,
Navy, Air Force and Police, Ceylon Petrolenm Corporation, and the United Nations Industrial Develo op-
ment Organization. "F'he Corporation very specially appreciates for the sceurity afforded to the T’]a.m:
at Pulmoddai by the Units of the Sri Lanka Army.
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APPRECIATION

Finally, the Board wishes to place on record its appreciation of the services of all employees, espe-
cially the employees based in Pulmoddai and Cod Bay. If not for their commitment and co-operation
in spite of personal discomforts and difficultics the work and performance outlined in this report as well
as the financial viability of the Corporation would have been in doubt.

5. K. P. SAMARANAYAKE
Chairman | Managing Direcior,
Ceylon Mineral Sands Corporation.

gth JUNE 1¢88.
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'CEYLON MINERAL SANDS CORPORATJ{ON

BALANCE SHEET AS AT 3:ST DECEMBER 1987

FUNDS EMFPLOYED
Authorised Capital

Contributed Capital
Reserves

LONG TERM LIABILITIES

LBA. Lo
E.F1.C. Loan

REPRESENTED BY
Fixed Assets
Work in Progress
Investmients ’

CURRENT ASSETS:
Stocks
Prepayments & Deposits
Sales Debtors
Other Debtors
Loans & Advances to Staff
Cash & Bank Balance
Loans to other Corporation ..
With Holding Tax
Suspense Account

LESS CURRENT LIABILITIES :
Creditors
Deposits s
Staff Emoluments & Claims ..
Accrued Charges
Provision for Income Tax

Provision for Deemed Dividend Tax

Provision for Staff Bonus
Contribution to Consolidated Fund

Suspense Account

Net Current Assets

CHAIRMAN
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Note

(01)

(02)

(3)
(4)

(5

(6)
)
(8)

(9)
(10)

(11)
(x2)

1987 1986
Rs. Rs
67,438,250 67,438,250
67,438,249 67,438,249
314,005,072 161,084,353

381,443,321

36,814,422
9,743,963

258,522,602

35,353,334
53,751,440

428,001,706

T

307:427,402

120,084,074 141,795,192
1,715,176 1,001,530
219,972,500 113,800,000
347,772,340 257,250,722
107,330,805 66,823,192
15,344,863 9,459,153
639,444 13,969,515
3,804,315 4,167,936
1,184,798 1,101,840
12,386,260 11,343,174
704,277 704,277
95,984 o
47,359 ,fa‘ 51
141,004,611 107,578;9-";1
4499525 2,042,751
290,227 234,103
469,017 404,241
2,300,110 2,024,031
7:41():059 4,33",I34
27,993,490 28,800,000
2,171,910 1,815,104
16,229,885 16,229,885
61,375,245 57,408,251
80,229,336 50,170,680
428,00;;0‘6 307,427,402
DIRECTOR
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CEYLON MINERAL SANDS CORPORATION

NOTES TO THE BALANCE SHEET
1986 1987
Rs. Rs. Rs.
(1) RESERVES:
(a) TFloating craft Insurance Reserve
" 5,556,105  Balance as at or-o1-1987 5,556,103
Appropriation during the year 600,000 6,156,105
(b) Loan Redemption Reserve
58,403,066  Balance as at o1-01-1987 58,403,066
Appropriation during the year e 58,403,066
(c}) Reserve for Wet magnet Project
48,417,925  Balance as at or-01-1987 48,417,925 48,417,625
(d) Reserve for Parallel Jetty
40,000,000  Balance as at o1-01-1987 40,000,000
Appropriation during the ycar 60,000,000 100,000,000
(e¢) Reserve for Rescarch & for further processing of
Ilmenite
38,707,257  Balance as at 01-01-1987 38,707,257
Appropriation during the year 62,320,719 101,027,970
191,084,353 314,005,072
A S e i TR S
(2) CORPORATION LIABILITY ON LONG TERMS LOANS
LIABILITY AS AT 31-12-1987
LENDER e o e A RATE OF | REPAYMENTS
In Foreign In SL Rs. | INTEREST
Currency
Export Finance & Insurance Australian$ 10,25 %4 1934-198g  half
Corporation 443,700 9,743,963 yearly
instalments.
International Bank Tur Austrian 8.5 % 1984-1991 half
Aussenhandel Schilling . yearly
-| Akticngesellschaft 13,750,577 36,814,422 instalments.
TOTAL | 46,558,385
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1986
Hs.

3,884,534
200,725,330

264,863,023
1,019,371
263,843,652
122,048,460

141,795,192

536,839
4,649
364
632,815
480,813

1,661,530

]

222,245
40,050,730
26,546,217

66,825,192

o s i i

6,570,295
2,888,857

9,459,153

o e s

15,036,75
1,007,060

13,900,515

e L — ==

(3) FIXED ASSETS:

(4)

(5)

(6)

(

)

Head Oifice Assets at cost
Pulmodai Asscts at cost
China-bay Asscts at cost

Less: Laguidated damages

Less: Acumulated depreciation
Balance as at 31-12-1987
WORK IN PROGRESS:
Bacholers quarters

Wet talles

M. C. quarters

Slipway
2 Nos. Centrigugal pumps

STOCKS :
Stock of Sack kraft paper HfO Stationary

Stock of Consumables & Spares
Raw materials & finished goods

PRE PAYMENTS AND DEPOSITS :

Pre Payments
Deposit and Advances

SALES DEBTORS :

Sales Debtors
Less: Provision for bad debts
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1987
RSO

4,301,174
2066,224,086c

253,159

270,778,413
1,045,032

269,733,381
143,648,707

126,084,674

e R e

536,389
4,649
364
632,815
540,459

1,715,176

—_ e

131,911
52,095,626
55,100,208

107,336,805

— e e

11,181,146
4,163,717

—

15,344,863

639,444

639,444

N s
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1yBH
Rs.

235,251
$478,963
4,714,214

546,275

$:167,939

9,533,163
1,310,000

11,343,174

RN S e

569,277
875,000

1,444,277
740,000

704,377

P TP

1,218,314
260,865
10§
70,816
1,000,141
896

91, 594-

2,642,751

St te e B

224,103
10,000

234,103

i R S

10

(8)

(xa)

(11)

(12)

OTHER DEBTORS:
Contract Debtors

Other Debtors

Less: Provision for bad Debts

CASH BALANCE:

Bank Balances
Cash in Hand

LOANS TO OTHER CORPORATIONS :

Ceylon State Hardware Corporation . .
National Packaging Materials Corporation (under hqmdauon)

Less: Provision for bad Debts

CREDITORS :

Trade Creditors

Retention Money

T. T. Recoverics from Contractors
Advance on Sales

Contract Creditors

Fine Fund Account

Insurance claim Advance

DEPOSITS :

Tender Deposits
Deposit in lien of Bank guarantee

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

1987
Rs.

4,496,480

4,496,480
631,665

3!864-!815

11,194,824
1,191,442

12,386,266

e

569,277
875,000

444,277
740,000

704,277

R e B MR e

2,241,947
570,287
2,193

1,684,202
896

4,499,525

280,227
10,000

290,227

5 AT T
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CEYLON MINERAL SANDS CORPORATION

PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 3:1ST DECEMBER, 1987

1986
Rs.
53,999,017
69,528,351
(737,580)

1,800,492
124,599,880
4947794
253,730

198,025
23,921

119,175,810

6,185,246
24,999

06,210,245

125,386,055

6,714,186
9,144,423

2,588,344

18,446,953

106,939,102

6,403,237
2,288,000
1,283,701

24,616

9.999,554

L e — e

(Gross Profit Rutile
Ilmenite
Zircon
Crude Zircon
H. T. Ilmentie

Less:

Administration & Establishment Expenses
Depreciation & Maintenance of Go-down
Amortization of Zircon Leaching Plant ..
Write-off of Stores

Add :
Interest from Investment
Profit | Loss Sale of Assets

Add ;

Insurance claim Received

Less :

Loss on Foreign Exchange ADB Loan B/F
Fluctuation loss on Loan Current year
Write Off

Ilmenite (H. T) Stock written-off

Net Profit before Interest & Bonus

Less:

Interest & Financial charges of Foreign Loan
Staff Bonus -
Provision for bad Debts loss on Sale of Sack
Kraft Papers

Bad debts write-off
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Rs.

35,145,525
215,914
198,508

1,816

14,764,245
1,477

12,451,878
239,000

5,014,873
2,600,000

85,301

1987

Rs,
157,976
110,940,81
4,458,052
26,315,276

141,872,798

5,561,853

136,310,945

14,765,722

151,076,607
418,684

151,495,351

12,600,878

138,804,473

7,786,007
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1986
Rs.

96,939,548
3,220,000

93,719,548
28,800,000

64,919,548
(1,526,054)

63,393,494

L T TR

16,220,887
9,070,000
600,050
20,000,000
16,893,607

63,393,494

e

Net Profit before Tax
Less: Provision for Corporation T'ax

Net Profit after Tax
Less : Deemed Dividend Tax

Less :
Adjustment in respect of Previous years

APROPRIATIONS :

Consolidated Fund

Loan Redemption Reserve
Tloating Graft Insurance Reserve
Reserve for parallel Jetty

Reserve for Research & Further processing c-f Hmenite

1. GENERAL ACCOUNTING POLICIES:

1987
Rs.

131,018,406
7,750,000

123,268,406

123,268,406

347,687

122,020,719

600,000
60,000,0c0
62,320,719

122,920,719
i

1.1 The published results and financial position statements of the Corporation were prepared in  accor-
dance with accepted accounting principles and no adjustments for inflationary factors have been
made in these accounts.

1.2 The materiality of events occuring after the balance sheet date has been considered and appropriate

adjustments have been made in the Accounts whenever necessary.

1.3 Foreign Exchange :

Foreign currencies have been converted at the rate prevailing at that time, for the purpose of trading.

2. ASSETS AND THE BASIS OF THEIR VALUATION :
2.1 Stocks:

Finished goods are valued at the lower of cost or net realizable value.

valued at weighted average.

12
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2.z Depreciation :

Depreciation of fixed asscts is provided for on a consistent basis over periods approximating the
estimated lives of the various asscts, at the following rates on straight line method.

Rate p.a.
(a) Building ks o i 5 9, on cost
(b) Machinery including floating craft & pior .. .. 75-10% on cost
(c) Furniture & Fittings S 33 A 10 %, on cost
(d) Motor Vehicles o5 = 2 20 9, on cost
(e) Payloaders i 5 15 % on cost
(f) Internal communication system s o 10 9% on cost
(g) Shmepit o o 25 %, on cost

No dépreciation has been charged on land,
No depreciation is provided in the year of purchases.
3. LIABILITIES & PROVISION :

3.1 No provision is made for retiring gratuities which may fall due for payment under the payment
of gratuitics Act. No, 12 of 1983. These are charged to expenditure at the time they are paid.

3.2 Foreign liabilities have been valued at the rates prevailing at the date of the balance sheet.

Digitized by Noolaham Foundation. 13
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14’

Financial Statements prepared as per Common Format Reporting System of the Finance
Ministry is annexed on Page 29 to 37.
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AUDITOR-GENERAL'S DEPARTMENT
INDEPENDENCE SQUARE, COLOMBO 7

8nw/ s S Date  August 23rd 1989

toy General on the Accounts of the Ceylon Mineral Sands

Corporation for the year ended December 31St, 1987 in terms of Beetion

14 (2) (c) of the Finance Act,

"The Audit of Accounts of the Ceylon MineralSands Corporation for the year ended Decen
under my direction in pursuance of provisions in Article 134(1) of the Const

31, 1987 was carried out

" fion of the Democratic Socialist Republic of -Sri Lanka
Finance Act, No. 38 of 1g71.
report of the Corporation in terms of Section 14(2)
report in terms of Section 13(7) (2) of the Finance Act was forwarded to the Corporation on

1957,

1.2 Scope of Audit:

Audit opinion, comments and findings in this report are based on
ments presented to audit and substantive tests of samples of transactions. The scope and extent of
revicw and tests were such as to
resources and time available to me.
discretionary powers to the Auditor

2. ACCOUNTS :

2.1 . Opinion :

Subject to my comiments in this report.,

No. 30 of 1971

the

read in conjunction with Section 13(1) of
which I consider should be published with the annual
(¢) of the Finance Act appear in th is report. A detailed
MMarch 13,

My observations

a review of the financial state-
such
staff

give,

enable as wide an audit coverage as possible within the limitation of
Sub-scctions 4(3) and (4) of Section 13 of the Finance Act,
General to determine the scope and extent of the Audit.

I am of opinion that the accounts presented have been
P

satisfactorily prepared on the basis of generally accept accounting principles applicd on a basis consis-
tent with that adopted in the preceding year.

2.2  Financial Results :

According to accounts,

the working of the Corporation for the year ended December 31, 1687

had resulted in a net profit of Rs. 131,018,406 before charging income tax as compared with a corres-
ponding profit of Rs. 96,939,548 in the previous year.

The financial results at various stages are given below :

1987 1986

Rs. ‘o00 Rs. ‘sco

{a) Contribution to Fixed Costs 141,873 124,600
(b) Operating Profit i 133,738 115,802
fe) Net Prof betore Interest and Tax .. 148,484 14,202
{d) Net Profit before Tax 131,018 46,940
(e) Net Profit after T'ax 123,268 93,720
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Depreciation and interest charged in the accounts were as follows:

Depreeiation

Interest

1987 1986
Rs. ‘ooo Rs. ‘000
21,000 20,788
5,013 6,403

The following statement gives a summary of the financial results for the year under review and
the previous year and the appropriation of profits.

Rutile :

Sales Less: Turnover Tax
Less : Cost of Sales

Gross Profit
Ilmenite :

Sales Less 'Turnover Tax
Less : Cost of Sales

Gross Profit
Zircon :
Sales Less Turnover Tax

Less ¢+ Cost of Sales

Gross Profit [(Loss)

High Titanium Ilmenite :

Sales T.ess Turnover Tax
Less : Cost of Sales

Gross Profit
Grude Zircon :

Sales Less Turnover Tax
Fess: Cost of Sales

Gross Profit

fatal Gross Profit

16

Year ended December 31,

1987 1986
Rs. ‘000 Rs. ‘o00 Rs. ‘oo0 Rs. ‘000
420 75:497
262 21,497
158 54,000
146,625 102,098
35,684 32,569
110,941 69,529
10,184 436
5725 1,174
4459 (738)
- 20,511
= 18,702
s 1,809
34,900 o
8,585 s
26,315
141,873 124,500
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Lees: Operating Expenses :

Administration and General

Selling and Distribution

Operating Profit

Add : Non-operating Income
Less : Non-operating Expenses

Profit betore Interest and Tax

Less : Finance Charges

Net Profit before Tax
Less : Income Tax

Profit after Income Tax

Less : Prior year Adjustments
Profit available for Appropriation

Less: Deemed Dividend Tax
Transfers to Rescrves

2.2, Financial Structure :

7,740 7,236
389 8,135 1,562 8,798
133,738 115,302
15,184 6,210
438 14,746 2,810 3,400
148,484 11,2402
17,466 22268
131,018 86840
7,750 3,220
123,268 93,720
347 1,526
122,921 92,104
1,938 45,030
120,983 122,921 47,164 02,104

Financial structure of the Corporation as at December 31, 1987 compared with that as at December

31, 1986 is given below :—

Resources @
Authorised capital

Contributed capital
Reserves
Long term liabilities

Utilisation :

Fixed assets at written down value ..

Capital work-in-progerss
Net current assets

Digitized by Noolaham Foundation.
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As at December 31,

1987 1986
Rs. ’ooo Rs. 'ooo

67,438 67,438
67,438 67,438
312,007 191,084
46,553 48,903
426,063 307:427
126,084 141,7G%
1,715 1,861
268,264 163,097
426003 307,427
1.7
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2.3 Source and Application of Funds :

The following statement shows the source and application of funds of the Corporation during the
year under review :— L
Rs. 'oo0 Rs. *oo0 Rs. 'oco

Source :
Net profit before tax .. 131,018
Add :  Adjustment for items not mvolvmg n10vemmt of
funds—Depreciation 3 T 21,600
Less : Adjustment in respect of previous }sar i 147
Funds generated from operations .. i T 152,271
2.4  Application of Funds :
Income tax paid and Deemed Dividend tax paid W 5,569
Repayment of loans - . v 2,346
Additions to fixed assets and work-m -progress £ g 5,969 13,884
Increase-in-working capital as analysed below .. s : 138,387
=]

Effect on working Capital
Increase  Decrease

Rs. "ooo Rs. ’ooo Rs. 'ooo
Stocks s i o o 40,512 e
Prepayments and Deposns e i s 5,886 —
Sales Debtors s - - - — 13,330
CGther Debtors 1l » i — 303
Loans and Advances to Staff A e " 83 —
Suspense Account i 2 i e 39 —
Creditors .. s i 5 4 — 1,856
Deposits payable e = s 56
Staff, Emoluments, Claims and qumdated damages s = 91
Accrued Charges 1 2 < o 625 G
Provision for Staff Bonus . AL, - = 339
Cash and Bank Balances - ) by 1,043 T
Short term Investments 2, e b 100,172 =
154,360 15,973 138,387

2.5 Comments on Accounts :
2.5.1 Accounting Policies :

(#) Sundry Income and interest income on loans relevant to Head Office had been deducted from
the ““Administration and Establishment Expenses’ whilst those relevant to Pulmoddai Plant
had been set off against cost of productoin.

18
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(i) Instalments amounting to Rs. 15,699,581 payable during 1988 on long term loans had been
disclosed as a long term liability.

(i) The stock of 54,774 tons of crude zircon had been brought down from the previous years at
a value of Rs. 1,091,528 which represented the cost of production of stocks during 1986; cost
production up to the end of the year 1985 not being valued as the cost of processing in full
being absorbed into other products. 29,800 tons of this stock had been exported during
the year under review and a sum of Rs, 34,899,910 realised on this export had been brought
to account as revenue.

(#o) The value of closing stocks of stationery and chemicals at Pulmoddai as at December 31,
had not been determined and brought to account.

(v) Liguidated damages recovered from contractors amounting to Rs. 1,045,032 had been shovm
as a deduction from the total value of Fixed Asscts.

2.5.2 Omissions in the Accounts :

Accrued expenses such as legal fees, telephone and telex charges, cost of repairs to motor vehicles
clectricity bills efe. amounting to Rs. 63,696 and depreciation on buildings valued at Rs. 253,159 had not
been brought to account.

2.5.3 Inappropriate Disclosures :

An advance payment for a supplier amounting to Rs. 69,657 had been brought to account as scttle-
ment of suppliers. Also foreign purchase advance amounting to Rs, 267,379 against which the requisite
supplies had been received, had been shown as outstanding advances,

2.5.4 Unidentified Transactions :
Transactions valued at Rs, 374,487 had not been identified and appropriately brought to account;

instead these had been shown as items in suspense.  Of this amount a sum of Rs. 256,092 had been brought
forward from the previous ycar.

2.5.5 Money Claims and Liabilities :

Two sums of Rs. 1,152,863 and Rs. 456,067 shown as receivables had been disputed by the partics
concerned whilst a sum of Rs. 43,434 had been claimed by five trade creditors against whom a liability
of Rs. 7,551 only had been shown in the accounts.

2.5.6 Lack of Documentary Evidence :

Assets and liabilities a ounting to Rs. 200,609,842 and Rs. 2,062,193 respectively could not be
satisfactorily vouched or accepted in audit duc to non-availability of detailed schedules, confirmations,
age analysis and verification reports.

2,84 Non-compliance with Laws, Rules, Regulations and Management Decisions :
(1) Awnnal budget required to be approved by the governing, body not later than three months

prior to the commencement of the financial year in terms of Section 8(1) of the Finance Act,
No. 38 of 1971 had been approved only on November 14, 1G86.
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{(2) Reports required by the Auditor General on stocks, stores, debtors and creditiors in terms
of section 13(5) (6) of the Finance Act, No. 38 of 1971 had not been furnished.

(3) Half yearly internal audit reports required in terms of Section 13(5)(b) of the Finance Act,
No. 38 of 1971 had not been furnished.

(4) Annual accounts required to be submitted for audit within four months after the close of the
Financial year in terms of Section 13(6) of the Finance Act, No. 38 of 1971 had been ren-
dered for audit only on June 6, 188,

(5) A sum of Rs. 5,258 had been paid as penalties for delay in remitting the contribution to E.P.F.
3. FINANCIAL AND OPERATING REVIEW :

3.1 Financial Results :

The operations of the Corporation during the year under review had resulted in a pre-tax net
profit of Rs. 131.02 million compared with a corresponding profit of Rs. g6.94 million in the previous
year. 'The increase of Rs. 34,08 million in the profits can be analysed as shown below.

Variance
Favourable Adverse
Rs, (Million) Rs, (Million)

Net sales .. i i i —_ 0.41
Cost of sales 5 2 55 23.09 ol
Operating expences ., = 2k 0.66 —
Other expences o o S 2.37 —_
Other income e a - 8.97 —
Interest charges i s s 4.80 —
40.49 6.41
Less: Adverse Variance " e .41 6.41
Increase in Net Profit before Tax 3 34.08 —

I'he financial results and the financial position annually reported by the Corporation up to the
year 1986 had been adjusted in the subsequent years duc to errors, ommissions efc., involving significant
amounts observed in the accounts in the subsequent years. For instance the profit of Rs. 96,939,548
reported for the year 1986 had been reduced by Rs, 347,687 duc to such adjustments during the year
under review. Similar adjustments relating to the preceding five years are given below.

Profit for Subsequent

Year the year Adjustment
Rs. Rs.

1981 o 5 18,548,828  (1,440,920)

1982 o = 37,469,590  (3,683,258)

1983 W 2 . 14,264,052 465,176

1684 = S 12,817,728 456,207

1985 o ¢ v 67,477,219 (1,526,054)
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"The possibility of such errors, omissions efe,, cannot be ruled out even in relation to the financial
results and financial position for the year under review. Therefore no reliance can be placed on the
financial results and financial position reflected in the accounts of the Corporation.

3.2 Plant Capacity Utilisation :

The optimum capacity, budgeted capacity and the actual capacity utilised in terms of production
in metric tons for the year under review and previous year are given below.

. Optimum Capacity Budgeted Capacity Actual Capacity

Item
(in M;T)

1987 1986
Iimenite 200,060 200,000
Rautile 14,000 14,000
Zircon 10,000 10,000
High
Titanium
Ilmenite — =
Crude
Zircon g s

(in M/T) (in M/T)

987 . 1036 198
136,000 156,000 128,490
7,200 10,125 7,328
Nil 7,590 Nil
3,890 10,125 Nil

i = 23,855

1986

129,007
8,443
gIo

18,585

Actual as a per-

centage of the budget
1987 1986
82.37 33.27
102,19 83.39
— 11.99
— 183.56

The following were among the reasons attributed for the under utilisation of plant capacity.

(a¢) Damage to the water supply scheme.

()  Uncertain conditions that prevailed in Pulmoddai.

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

21


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

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


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

5.3 o8y ¢ crgEoda -

Hdwgp Sowd gmb

A (087 e ...
Snw® (097w edwd) ... S
Redees B30 1a (d1.) o

eBns @0nd ome m8n Daed (51)
B @l Ba osig milis Bwe® (4.)

g Dvicu—ebnt o Gen nidn (61

Bwmes® (Sr) ... s e
007w 0Dust Smm 88w :

Bdses 88 (61.) iy e bva
20 esg @8e B8D1m (d.)
Yoz 25)35;5:(3;‘?)03 @z0¢ wmnda 85D (5r.)
g 283186 oD BEs ool (61.)

0®3: 00t dnm G 835w

0038 00w dmm dpz® 8¢ wimns

cre3sitens BdoCuemss sun ymgowsS ¢ed,

1986

ven

Ty

1987
ad
O8ed
@
ocE® @ PCE® oR8c elemis? oc® ec®
DHIO 0108¢ ebemdsy  wlemdzy >3O DI DB
1,28,490 7,238 — 23,855 1,29,907 8,443 910 3,966 1,14,954
1,06,732 42 1,895 27,281 95,300 7,278 122 17,625 1,47,669
2,22,90,171 57,45,434 -—- 1,89,35,798 2,34,58,402 64,064,235 17,74,542 77,83,881 1,28,04,375
73,24,048 — — 62,21,799 75,890,672 51,20,410 7,72,068 T 42 21,793
60,75.,762 19,376 4,21,977 14,46,140 38,62,340 28,57,816 17,853 T7,75,935 32.44,649
1,36,39,656 43,498 9,47,308 32,46,483 1,34,46,966 99,47,916 62,156 27,01,469 1,80,62,930
14,66,27,231 4,67,607 1,01,83,622 3,48,99,910 10,20,97,870 7.53,30,865 4,71,926 2,05,11,261 8,69,10,758
173 794 — 794 i81 1,950 1,950 1,950 111
67 e — 261 58 630 848 —— ar
57 461 223 53 41 303 146 44 22
128 1,036 500 119 141 1,367 509 153 122
425 2.246 723 1,227 421 4,840 3,453 2,147 282
1,374 11,433 1,279 1.071 10,878 1,164 539

5,874

3,868

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


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

1984

1,164

1985 1983
L) a3 a8 ad
SRl 08ed D8ed R0
Ha® Bad . Ha® HBad
oc® 2c® 008F  wlemiz 2CE® 2C® G108¢  wlowizsy 9C® oC® GR8E - wdewmds’ 2C®
»nI0 DnED D30 »H3O »30 11 23O
3,966 1,14,954 8,605 4,061 7,734 97,040 6,467 3,708 5,008 76,462 8,386 5,924 4,024
17,625 1,47,669 8,286 4,681 == 1,30,959 4,762 3,808 — 30,673 12,520 11,555 —
77,83,881 1,28,04,375 1,66,42 647 78,534,246 1,49,57,464  93,74,257  99,41,356  57,02,100 76,98,517  54,15,6565 1,00,26,592  70,82,208  48,11,061
— 42.21,793  54,87,328  27,83,286 — 44,534,133 46,953,714  28,89,871 — 24,983,914  46,47,374  34,81,263 —
7,75,935  32.44,649 27,654,931 4,07,707 == 38,02,934 4,56,859 4,92,805 — 8,63,046  45,23,844 13,42,052 —
27,01,469 1,80,62,930 1,563,36,954  22,69,703 — 1,29,81,250 83,85,443  16,82,180 — 24 40,180 1,27,83,324  37,92,326 —_
2,05,11,261 8,69,10,758 7,37,94,579 1,09,20,797 — 5,26,86,131 3,40,87,504  68,27,351 —_— 1,08,89,671 5,70,47,506 1,69,23,823 -_—
1,950 111 1,934 1,934 1,934 97 1,537 1,537 1,537 71 1,196 1,196 1,196
- 3T 638 687 — 46 726 179 — 33 554 588 —
44 22 329 87 — 29 516 129 — 28 367 116 —
153 122 1,829 485 S 99 1,761 442 — 80 1,038 328 —
2,147 282 4,730 3,193 1,934 271 4,340 2,887 1,587 212 3,155 2,228 1,196
589 8,800 2,333 — 402 7,148 1,793 = 355 4,631 1,465 —

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


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

Appropriate Technoiogy gwieeg
121, POINT spi CFO FOAR
NALLUR, AT F XA
MO e s memooic

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


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

._ T R il S vu‘a' ‘oiase ;r-";'-» | L A taem.e
gt PSR (¥ AeTodig e Rt S e L BT e.:-.uhx aa "ﬁﬁ’-  gaiy
s ROEEBLAT cer0s 0.l t'm.el‘w- ;m-i,'a&r; ey T ui'*‘ W06 AT, &é mﬁn,u,,r_..m WA, LR m.l-w X
ARy SIS 5 . ;ul}“;&}r\ v '.“i’g(n?*aﬂ ] h k m WIE, ?r—_ O 15 D ‘\“\ gpa, .j ! tm mﬂ' a5y

B Sk ol “-".
u;n.iu.% .ups nqim

w N a‘]ua.dﬁ, G u,a:

L‘lﬂ..ﬂ?_

T

el a e Sl
- ReGAeNE ¥

f'%,‘:"‘ e

\m-‘ S

: ¥ .“-_‘“ 2 2? rkﬁa l am& -Q'%‘h ,!1 . ' l«:’ 5 _._' : -‘ 3 M‘E‘.ﬁ‘ “ ; 11'# 1_“‘..9}‘ .‘?’ aa #-'-:.c
. o 1 1 N ety fire— . X & "". [ i i 31
i R G T S P it . 2 e 8 -

. .‘ F B -l s s —
AR YRR R ey e T

L gt e e e P Ly D s SR R
L R SN N Qg VAR o TR
0 .3 R J o o R 11\ 0 (PRt
-\'_:'.'- I % W o ale --._»_-_.-.,-—m r—q—&—---.,—-

: o e .'" i
et ) uug,» ms,:- ¢ 'T;_w,x' fie et

i -n‘“—w“———rﬁﬁ-ﬁ——m-ﬁ—‘—*ﬂc——*beﬁm‘w a,‘te.--:_....mr._. e

& iF rir&}r DR

=1

;ai'm oA
d o k&ﬁﬁ.z em,{u .
'_a,w —-ﬁi?uﬂw .

‘w&-q__-.,-, ...4 ._-..-1 e

i

P L s y &
'B‘@i‘ [ * - i Rg.ol .
L D . v
.:'v" ' L 4
. l\. - T ... ¥ P
s | S v
e i
Al . . [ = :
i i : [
- £ L &
v g
N e B
1yt dpELr e e
’ o i "
|
= L X ]
o ! -~ 'l 3 f -
- . 2 3 r
P '
S N
i ¥ .
L b ¥ |
= - “* ¥ -
I e
w4 L W
_— LN -
¥ e ol 8 [ o e
<0 A I ;. ’},‘ == T -’ A
- . e ST ¥ 1 !
e Y | h Digitized by Noolaham Foundation. B I s "B
o i 4 noolaham org | aavanaham.org e L B T ] o [
| &V L Exs 1 = I | ol S ILASEFN ot WE e o i a o
4. "l TV -, . an ‘ ’ *a ) L] Nf ) $ r e



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/

susfEms seo (30 By odn a0 088 evng

L&)
1

8.0 lo oo

'
@
(1

(@) ¢ wIvgs voldmm Pied omf 85fe
&) acgedd wtam gSRE3m Db deas.

3.4 yhwm g
cIeeidn Bigs nE B 2 © g @t w0 Bg end ©@® e&eed uilD

83010 & 4,01.813 2% 8. a0 Busbst mew 6. 2,25,767 @ Bweed ¢ A3®. e gr&hond s
NN e DroT omdnd; 20nd ovn (Wed

1y e De zBe@bOES g3 2,76,167
(2) wSowikdma f::ncﬂ, et BO8 em1d 42 858
() Goosmd 3kl 0:0n mdmmss B.8 6.44
W) Bael@ziund of0n sowr Dwed @B o1, 1.45
5y Do O DD wem Bued i G, 0.90

L]

a3 s@axttoss? von woos S3Fzeust ¢ B0 EEd.

D Jm.:! @303 205 G Aedy 885 em® iy 20us estust @0 esnial.
@) EBn 23d8 wlin g @0 QENBSD,
6)) Dw'n s 00257 ey oF 5 Dun ommBg 99 Subim § Baw.

4, BERB v LI

Dozt R0Svgm s 0O G gEE 928 uldnd ibmb 883 ¢ e Rbomed DD
@B E DO GE.  ovn seos sen Fosnedt eneod Dode eBlhime @mgbm @mad.

(&) oo e memae

(&) wvs ofas? an e 88sm m@m:o

() om0 on 0l KglE 2ED!

() Tod8n B2 oD 85 eu® v BTL sumbes! 8Kmtos BBE,
() 853 o <bud

(5 asbie eEasHe

() conons Do,

SoomBs S

T

23

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


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

e 888 98 wude odddced 1987 o¢x®ad s 3l 918 Zouwd ¢Ouwsl Llsae
wew: BERd BEAED 19Tl g 38 d&m Fc vved 14 (2) (8) DoxiBe
o Soswed Smud Bgadi.

25 Bm® 8¢ geod 909!
2.5.1 fgEd gheowd:

2

o8 o euTln® @0 @». 9% R
3 oEn eoind B0 adas ered,

bl i st BRS¢ B8 @ 3 8B 50 ¢dusl emede 83mume
. : T O DUER S OG® WEIDIMG Dedsn

v. 1981 83 Di5meDd 83 BB ool & g a3 pld ve gew cde 890ud (I eytent
B58 Dnlmd 088 ©g gi Bl 0eRH. 020 i gdiew 85U god eol® exmd
Foesey 4 0 orH® Aoadsmne 905 620, St veen ORS cod €200 UHE O edsTms
eBEE we eopw@. 00 Bed grmusy wlows! Uanocss’ ¢B33C gu GBS emedmae
DE BT G o}
¢ty g,

2.5.2 6%@86 8w &3(8@;

wewsl »0 ym. owd edam B
BE GO0, wwdn Salnced §
O edth ey D B30 viend 8
20907 QB9 s crEIne Faed

583os eonld® N U wined B¢ g 20 wewsd
ot @ua0D3 28 8wt Bgd ey gbar’ A58
Fen® wod §5e3 8 udcwst Oicdded gede-

@% Dmed sgusins e guit JZemmad Oy 2,53,189 %5 Secls
316 0583 8¢S ovp. Do OGwnd 3B @ 58 end B on 2800 B8 € menod 9lmim
z 5 b} e =0 g

Ge oot 36 8 dumeast eo wpmn Pelugn 98 HE e ef80wdE enwd @ ¢l

2.5.3 eonBH® ewvgedd BOI !

Ji. 65,657 ® am@ I3 Bm® onwd g8 90 €3
Dadmnodd vy @0 & agst o 5 e, i 88wyl ecw
ouSDE 8BSt Ul DO G2 senst ol uBuds gEBmde eces B8 B8] D10% ogw Diline
WO 1.

oges
&oTDes

00D G¢
e B0

1814
1891

6. 9,500.00
S 61,057.31
di.  7T0,557.81

R,

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


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

3.4  Transport Fleet:

The Corporation had held a fleet of 24 vehicles during the year under review and the cost of fuel
in respect of this fleet had amounted to Rs. 401,813. A sum of Rs. 225,767 had been incurred on  repair,
Certain significant information rclevant to the performance of this fleet is given below.

(1) Namber of Kilometres performed i S 276,167
(2) Number of litres of Fuel consumed : ; 42,858
(3) Overall average performance per litre s = 6.44
(4) Average expenditure on fuel per kilometre = 1.45
(5) Average cost of repairs on vehicles o o Rs.  o.go

Following observations are also made in this connection.
(1) Some of the running chu.rt-s had not been signed by the officers” who had used the vehicles.
(2) Monthly performance summaries had not been prepared.
(3) Five vehicles were reported to have not been in running condition.
4. SYSTEMS AND CONTROLS :

Deficiencies observed during the course of audit were brought to the notice of the Chairman in
my detailed rcport. Special attention is needed in respect of the following areas.

(a) Control over Fixed Asscts

(b)) Control over Debtors and Creditors

(¢) - Control over Stocks and Stores :

(d) Accounting for Foreign Purchases, Sundry Income and Sundry Debtors
(e} Salaries and wages

(f) Budget

{g) Internal Audit

Auditor General

)
o
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CEYLON MINERAL SANDS CORPORATION

OUR REPLY TO AUDITOR GENERAL’S REPOR'T ON THE ACCOUNTS

OF THE MINIRAL SANDS CORPORATION FOR THE YEAR ENDED 318T

DECEMBER, 1987 IN TERMS OF SECTION 14 (2) (C) OF THE FINANCE
ACTNO. 38 OF 1971.

2.5 Comments on Accounts :
2.5.1 Accounting Policies :

(1) The two longterm loans are shown in one account in the balance sheet and therefore it is
not necessary to show the instalments due in 1988 only as a current liability.

(7v) We have now instructed the Plant Manager to value closing stocks of stationery and chemicals
as at 31st December and to bring such values into account in the books hercafter.

(v) Liquidated damages are shown in the Balance Sheet as a deduction from fixed assets as
directed by you in the Audit Report for the year 1984. 'This amount represents recoveries
made from various progress payments which cannot be identified and allocated to a particular
fixed assest. It was our earlier practice to show this amount as a Reserve which was comm-

- ented upon by you stating that liquidated damages should be set off against the value of
fixed asseis.

2.5.2 Omission in the Accounts :

The omission mentioned in your report as expenses accrued to the value of Rs. 63,606/ as at
31.12.1987, was due to the reason that the bills were not submitted before the closure of books. The
accounting Policy of the Corporation is to close the books on 28th February and account for the expenses
that have been notified upto that date. ‘I'his method js adopted to avoid any delay in preparation of
Accounts.

There is no omission of depreciation on buildings valued at Rs. 253,159/~ as mentioned in your
report. The erections made at Petroleum Corporation premises at China Bay were abandoned when
the premises were vacated by the Corporation.

4.5.3 Inappropriate Disclosures :

Though, your report states that there is an advance payment of Rs. 69,657/- which had been brought
to account as scttlement of creditors, we find that no such amount is appearing in our books of accounts.
You have incorrectly reported the amounts paid to the following parties as an advance payment which
has been brought to books as creditors.

Advance
Vr. No. Name of Supplier Payment
Made

1814 Metropolitan Agencies Lt | e : .. §,500.00
1891 State Pharmaceutical Corporation of Sri Lanka _ oo 61,057.31

79,557-31
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The amount had been correctly shown in the general ledger under control account of advance
payment as well as in the subsidiary books. Viz. Advance payment ledger card.

Your comment on the above matter is totally incorrect.

With regard to foreign purchase advance amounting to Rs. 267,379/~ mentioned in your report,
this has subsequently been rectified by passing necessary entries.

2.5.4 Unidentified Transaction :

This has now been corrected.
2.5.5 Money Claims and Liabilities :

A sum of Rs. 1,152,863/~ from Derby & Co, and Rs. 465,067/~ from A.C.I. Chemicals on account
of exports are in dispute. These two items are in dispute and the o2nd item is under arbitration,

With regard to the comments on the claim of Rs. 43,434/~ by five creditors, we are unable to ascer-
tain the correctness as the details of these creditors were neither given in your detailed report nor furnished

to us.

2.5.6 Lack of Documentary Evidence :

All details schedules of assets and liabilities were submitted for audit except some schedules per-
taining to Plant at Pulmoddai. All the available verification reports too were submiited for audit.

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

(1) Annual Budget for 1987 could not be approved in tims as proposals in respect of the Plant
could not be submitted in time due to lack of staff and other problems in the area.

(z) These reports could not be submitted as details were not available from Plant Office due to
lack of Accounts Personnel

(3) These reports were not available, as there was no Internal Audit staff during ‘the period

under review.

{4) Annual accounts were submitted to the Auditor General in the conventional form on r6th
May 1988, but subsequently, resubmitted on MISA formats on o6th June, 1988. The
delay is regretted.

(5) EPF surcharge of Rs. 5,2 58/~ had not been made in 1987, but in 1988. As such, this is not
relevant to this period. As this is not relevant to this period, we consider it appropriat
to submit our reply when dealing with the relevant year.

28
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03. FINANCIAL AND OPERATING REVIEW :

3.1 Financial Results ;

The adjustments referred to in respect of years 1981, 1982, 1983, 1984, 1985 and 1986 arose due to
various claims on the Corporation subsequent to closing of the accounts for the year. 'i'hese items are
of such a nature which could neither have been toresecn and provision wmade nor; payment be avoided by
any business. For example, in July 1983, Ceylon Electricity Board informed us that a sum of
Rs. 2,937,040/80 was due from us, as they had undercharged us from December, 1978 to July, 1981 and
ordered us to pay that immediately. ‘Chis amount is included in the sum of Rs. 3,683,258/~ shown as
subsequent adjustment for 1982 in the Audit Report. In 1986, Labour Department directed the Corpor-
ation to pay EPF contributions for the years 1981 to 1983 in respect of certain allowances on which we
did not contribute to EPF. This payment amounted to Rs. 649,780/-. 'This was unforeseen whiciy
affected not only our Corporation, but others also, All the Public Corporation had to pay arrearsin respect
of EPF contribution on the said allowance, as the relevant circulars directed us not to contribute EPF
on these allowances.

3.4 Transport Tleet:
With reference to the observations made in the report, our comments are as follows :—

(r) There are standing instruction given to the drivers to obtain the signature of the officers on
the running chart when such vehicles are used by an oificer. This is always complied by
the drivers of the vehicles. It appears that the comments are in respect of the vehicles
allocated exclusively for tiic use of the Chairman and Workin g Directors,  Signing of running
charts in this instance does not arise as the vehicle is used exclusively by the officer.

(2) Monthly performance summaries are shown in a separate book and was available for ins-
pection,

(3) We are unable to ascertain the correctness of your observation, as the numbers of the vehicles

are not given in your detailed report or otherwise. All the vehicles at Head Office have been
in running condition,

o4. SYSTEMS AND CONTROL :

With regard to systems and control, the detail report sent to us does not show any serious lapses,
Proper procedures are followed in respect of all the items mentioned in the report except item (g), which
is beyond our control as our efforts to obtain the services of an Internal Auditor has not been successful.
However, we give our comments as follows :— '

(a) No deficiency has been brought to the notice of the Chairman in respect of controls over
fixed assets vide your detailed report. Hence, we are unable to comment,

(b)) Control over Debtors & Creditors :

With regard to foreign purchases, an advance register is maintained from 1988. A register
will be maintained hercafter to record sundry debtors.

A register is already maintained in the Supplies Division te record tender deposits payable,

7
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Control over siocks and stores :

The lapse highlighted in your detail report is that a continuous verification of Stores had not
{een carried out during the year. It is not possible to carry out a continuous verification
during the year due to limitation of staff available at the Plant.

Accounting for foreign purchases, sundry income and sundry debtors :
No lapse has been mentioned in your detailed report, hence, we are unable to comment.
Salaries & Wages @

The deficiency observed in your detailed report is that staff employed for the preparation
and payment of salaries had not been periodically rotated. We have so far not experienced
any error in the preparation of salarics nor any irregularity in the payment of salaries. It is
not possible to rotate the staff, as we have a very limited staff and vacancics in the accounts
cadre have not been filled for the past several years due to Government restriction regarding
employment of new personnel. Rotation of staff could be adopted in an ideal situation
where we have a fair number in the cadre with no vacancies and staff is periodically trans-
ferred between departments.

In our case, in Head Oifice we are working with five (05) Accounts Clerks of whom one is
a Pay Clerk who has been trained in this regard. Under the circumstances you will observe
that rotation of Clerks is not possible. Further, changing the staff frequently will only

- result in irregularities which are practically “Nil” at the moment.

Budget :

The deficiency observed in your detailed report is that substantial variations were chservde
between the budget and the actuals thus indicating that the budget does not appear to have
been used as an instrument of control. The budget is prepared after evaluating the resources
which are available, the production capacity-and sales prospects for the year. The substantial
variations mentioned in your report have arisen because of unsettled conditions in the area
and duc to unforeseen problems arising from the to time. Proper controls are excercised
regarding each activity. .

Internal Audit:
Your detailed report states that an Internal Audit was not in operation, The Internal Auditor,

Internal Audit Assistant and the Clerks le(t the service of the Corporation during 1985.
Action is being taken to recruit a suitable Internal Auditor.
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CEYLON MINERAL SANDS CORPORATION

PROFIT AND LOSS APPROPRIATIONS—ACTUAL 1987 FINAL

"Total sales revenue
Less ; Business Turnover TaX cxcise duty

Net sales revenue (1—2)
Less : Cost of sales

Gross profit (3—4)* ;
Less : Administration and gem,ral expenses
Less : Selling and distribution expenses

Less : Research and development expenses

Operating profit * (5—6—7—8)
Add ; Bubsidy (where applicable)
Add : Non-operating income . .
Less : Non-operating expenscs
Less : Unusual items *

Overall profit before interest and tax * (g+ 101
Less : Finanve charges (Incl, interest to Govt. Rs

Net profit before tax * {14—15)
Less : Income tax

Net profit for the year * {16—1';)
Less : Loss from last year *
Add : Prior year adjustments *

Profit available for appropriation * (18—19 20)
Less : dividend & -
Less : transfers to reserves * o
Less : write off of preliminary cxpenses, efe.

Unappropriated profit * (21—22—23—24)

Show negative figures within brackets,

1—I12—13)

For the Year

1986

Rs. ooo

198,012
69

198,543
73:942

124,600

7,236
1,562

115,802

6,210

199
2,612

119,202
22,262

96,940

3,220

93,720

(1,526)
92,194
45,030
47,164

1987

192,250
122

192,128
50,255

141,873
7,746
389

133,738

15,184
199
—239
148,484
17,407
131,017
7750

123,267

(347)

122,920

1,938
120,082
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CEYLON MINERAL SANDS CORPORATION

BALANCE SHEET — ACTUAL 1¢87 FINAL

RESOURCES AVAILABLE :

Equity :

oy

Authorised Capital

Share Capital (paid up)
Government grants and contribution
Value of assets transferred

Foreign grants

S

Equity Capital (24 344+ 5)
Capital reserves

Revenue reserves ..
Retained surplus

Less : accumulated loss

o o=l

-

11. Less : deferred charges, preliminary prenacs efc.

12. Total equity (6 }7+8+9-+10—11)
DEBT :

Long term Liabilities :

13. Government Loans .

14. Loans from other Corpor atmns

15. Bank loans

16, Toreign Loans & Deﬂ,rred C ILdltS
17. Reserves for future taxation

18, Other

19. 'T'otal long term debt

Current Liabilities ¢

20. 'Total, per MISA sA
21, Total debt (19+20)

22, 'I'otal Resources Available (12+ 21}

30

318t December

1986 1987
; Rs. ooo
67,438 67,438
67,438 67,438
67,438 67,438
191,084 312,067
258,522 379,505
48,905 46,538
48,905 46,558
—————" [ ==
57,408 63,217
106,313 109,775
164,835 489,280


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/

RESOURCES UTILISED :

Fixed Assets:

23.
24.

25

26.
27.
28.
29.

30.

Land
Buildings, plant and equlpment
Less : accumulated depreciation

Net value of buildings, plant and eqmpment (24—2 5)

Capital work-in-progress
Goodwill, patents, trade marks

Net fixed assets (234-26+-27+8)

Long term Investments

Current Assets ;

31. Total per MISA A
32. Total Resources Utilised (29 + 30 F31)
CHAIRMAN

1986 1987
Rs. ooo Rs. ooo
263,844 269,733
122,048 143,649
141,705 126,084

1,662 1,715
143,457 127,799
221,379 361,481
364,835 489,280

DiIRECTOR-
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WORKING CAPITAL — ACTUAL 198; FINAL

CURRENT ASSETS

WA

oy P

10.

Stocks — raw materials & consumables ..

— work-in-progress ..
— finished goods

~— total stocks
Trade debtors
Short term investments
Deposits and prepayments
Other current assets
Cash and bank balances

Total current assets

CURRENT LIABILITIES :

IT.
12.
13.
14.
15.

1.

17.

18.

32

Short term borrowing from Government . .

Dues to Government

Dues to other Corporations

Bank overdraft and short term loans
Foreign short term creditots

Trade and other creditors & provisions

Total current liabilities

Net Working Capital (10—17)

CEYLON MINERAL SANDS CORPORATION

318t December 1987

1986 1987
Hs. ooo

42,130 55,384
24,695 51,953
66,825 107,337
13,970 639
113,800 219,973
9,459 15,345
5,082 5,801
11,343 12,386
221,379 361,481
49,367 53,486
8,041 9,731
57,408 63,217
163,971 208,264

-
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GENERAL ACCOUNTING POLICIES
1.1 The Published results and financial position statements of the Corporation were prepared in accor-
dance with accepted accounting principles and no adjustments for inflationary factors have been

made in these accounts,

1.2 The materiality of events occuring after the balance sheet date has been considered and appropriate
adjustments have been made in the Accounts whenever necessary.

1.3 Foreign Exchange :
Foreign currencies have been converted at the rate pravailing at that time, for the purpose of trading.
ASSETS AND THE BASIS OF THEIR VALUATION :

2.1 Stocks :

Finished goods are valued at the lower of cost or net realizable value. Consumable stocks are valued
at weighted average.

2.2 Depreciation :

Depreciation of fixed assets is provided for on a consistent basis over periods approximating
the estimated lives of the various assets, at the following rates on straight line method,

Rate p.a.
{2) Building .. i 5 i 36 5 9 on cost
(6) Machinery including floating craft & pier .. i 7 1/2 — 10% on cost
(¢) Furniture & Fittings . o s 10 % on cost
- (d) Motor Vehicles 4 . = .. 20% on cost
(¢) Payloadcrs = i o 5t 15 % on cost
(f) Internal communication system o = 10 % on cost
{g) Slimepit o o o iE 25 % on cost

No depreciation has heen charged on land.
No depreciation is provided in the year of purchase.

LIABILITIES & FPROVISION ;

3:1  No provision is made for retiring gratuities which may fall due for payment under the payment of
gratuities Act. No. 12 of 1983. These are charged to expenditure at the time they are paid,

3.2 Forcign liabilities have been valued at the rates prevailing at the date of the balance sheet,
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CEYLON MINERAL SANDS CORPORATION

NOTES TO THE BALANCE SHEET

1986 1987
Rs. ooo Rs. o000
RESERVES :
(a) Floating craft Insurance Reserve
5,556 Balance as at o1-01-1987 o oy 5,556
Appropriation during the year ‘s = 6oo 6,156

{b) Loan Redemption Reserve
58,403 Balance as at or-o1-1987 i o 58,403

Appropriation during the year 58,403
(c) - Reserve for Wet magnet Project
48,418 Balance as at o1-01-1937 s 0 48,418 48,418
(d) Reserve for Parallel Jetty
40,000 Balance as at o1-01-1987 i e 40,000
Appropriation during the year o = 60,000 100,000
(e) Reserve for Research & for further processing of
Tlmenite
18,707 Balance as at or-01-1987 s o 38,707
Appropriation during the year - - 60,383
== 99,090
191,084 312,007
e e SERASETE
CORPORATION LIABILITY ON LONG TERMS LOANS
| LIABILITY AS AT 31-12-1987 RATE OF
LENDER — INTEREST |PREPAYMENTS
In Foreign | In SL Rs.oo0 '
Currency
Export Finance & Insurance | Australian & : 10.25 % 1984-198g half
Corporation 443700 9,744 yearly
instalments,
International Bank Fur Austrian 8.5 % 1984-19g1  half
Aussenhandel Schilling yearly
Aktiengesellsochaft 13,750,577 36,814 instalments.
TOTAL 46,558
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1986

Rs. ooo

3,885
260,725
253

264,863
1,019

263,844
122,049

141,793

537

633
487

[,661

15,036
1,007

13,969

FIXED ASSETS:
Head Office Assets at cost = s
Pulmoddai Assets at cost o o &
China-bay Assets at cost Ve G
o
£ "\to"‘
Less: Liquidated damages s AT X
“(\eg ? > Qi;ﬁ
L LR Q 3
&Y v
Less: Accumulated dreciation a4 . - ’i'
a8 -@QQ' ’
Balance 1s at 31-12-1987 QQ QO WV /

WORK IN PROGRESS : ﬁ
Bachelers quarters

Wet tables

Slipway

2 Nos. Centrifugal pumps

STOCKS:
Stock of Sack kraft paper H/O Stationary

Stock of Consumables & Spares
Raw materials & finished gcods

PRE PAYMENTS AND DEPOSITS :

Pre Payments
Deposit and Advances

SALES DEBTORS:

Sales Debtors e
Less: Provision for bad debts

1987

Rs. ooo

4,301
266,224

253

270,778
1,045

269,733
143,649

126,084

—_——

11,181
4,164

- 15,345

= [0 =]

5,792
1,153

639

T w— S
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1936

Rs. o000

235
4:479

4+714
546

4,168

=]

9,533
1,810

11,343

1,218
261

71
1,000

92

2,643

224
10

234

36

OTHER DEBTORS :
Contract Debtors
Other Debtors

Less: Provision for bad debts

CASH BALANCE :

Bank Balances
Cash in Hand

LOANS TO OTHER CORPORATIONS :

Ceylon State Hardware Corparation . .
National Packaging Materials Corporation (u.ndc,r hquldatlon)

Less: Provision for bad debts

CREDITORS :

Trade Creditors

Retention Money

T. T. Racoveries from Contractors
Advance on Sales

Contract Creditors

Fine Fund Account

Insurance claim Advance

DEPOSITS ¢

Tender Deposits
Deposit in licu of Bank guarantes

1987
Rs. ooo

4499

4496
631

3,865

11,195
L,IQI

12,386

B

875

1444
740

704

10

290
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NOTE OF THE AUDITOR-GENERAL

The accounts of the Ceylon Mineral Sands Corporation for the year ended December 31,
1987 were audited under my direction in pursuance of provisions in Article 154(3) of the
Constitution of the Democratic Socialist Republic of Sri Lanka read with Section r 3(1)
of the Finance Act, No. 38 of 1g71.

My observations on these accounts which should be published in terms of Section 14(2)
(c) of the said Finance Act are contained in my report of even date addressed to the
Chairman of the Corporation,

Sgd. W. Gamint Era
Auditor-General
August , 198g,
Auditor-General’s Department,
Colombo o7.
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