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BOARD OF DIRECTORS

As

Mr. D. M. B. Marapone

Mr, M. E. H. Mohamed Ali
Lt. Col. B, A, Perera

Dr. L. E. N. Fernande

Mr. T. B. Ratnayake

Mr. N. Pulenbiran

Mr. G. Dissanayake

Mr, H. M. C. Kapilaratne

Mr. K. A. Fernando

At 3lst December 1984

Chairman

Yice Choirman

Member

Representative of Ministry of Findnce upto 30,03.1984
Representative of Ministry of Finance from 01.07.1984
Food Commissioner upte 15.05.1984

Food Commissioner from 1[6.05.1984

Commissioner of Agrarian Services

Cemmissioner of Co-operative Development & Registrar
of Co-operciive Societies,
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Paddy Marketing Board,
277, Union Place,
Colombo 2.

The Minister of Agricultural Development and Research,
Ministry of Agricultural Development and Research,
Colombo 3.

Hon, Minister,
ANMNUAL REPORT AND AUDITED ACCOUNTS 1984

In terms of section |3 (1) of the Paddy Marketing Board Act. No. 14 of 1971, | submit
herewith, on behalf of the Board of Directors, the following documents for the year ended
31.12.84.

I. The Annual Report [984
The Audited Balance Sheet 984

The Audited Statement of income and Expenditure 1984

a oW N

The Observations made by the Auditor-General on the accounts for 1984.
and my reply

Yours falthfully,

D. M. B. Marapone
Chairman,

Paddy Marketing Board
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Report to the Hon. Minister on the Exercise and Performance by
the Paddy Marketing Board of its Powers and Duties During the
Year 1984 in terms of Section 31 (1) of the Paddy Marketing

Board Act. No. 14 of 1971

The Board of Directors

Mr. D. M, B. Marapone — Chairman

Mr, M. E. H. Mohamed Ali — Vice Chdirman

Lt. Col. B. A, Perera —  Member

Dr. L. E. N, Fernando — Representative of Ministry of Finance upto 30.03,1984
Mr. T. B. Ratnayake — Representative of Ministry of Finance from 01.07.1984
Mr. M. Pulendiran — Food Commissioner, upto |5. 05. 1984

Mr. G. Dissanayake — Food Commissioner, from 16. 05. 1934

Mr. H. M. C. Kapilaratne —  Cemmissioner of Agraridn Services

Mr. K. A. Fernando — Commissioner of Co-operative Development &

Registrar of Co-operative Societies

The Paddy Marketing Board continued to perform the functions entrusted to it
by the Paddy Marketing Board Act No. 14 of 1971, These functions include :-

(a) the business of purchasing, selling, supplying and distributing paddy and rice.
(b) the business of milling, hulling and processing of paddy and rice.

(c) such other business as may be incidental or conducive to the attainment of the
functions referred to in (a) & (b).

Although the above funcrions are monopolistic in Law, administratively in view
of the open-market trade policy the Board operates in a free market. Therefore in regard
to (a) and (b) above, the business activities have been reduced, as reflected in the volume
of business handled during the year under review. In a free market, the ability of the
Paddy Marketing Board to purchase paddy depends on supply and demand for food crops
and the behaviour of the general price level. As directed by the Government the Paddy
Marketing Board ensured that the farmers obtained the Guaranteed Price for paddy and
did not compete with the private sector if they paid a price higher than the Guaranteed
Price to the farmers.

The Paddy Marketing Board continued to operate through the 13 regional offices
covering the 25 districts. The total number of employees stood at 1765 as at the end
of the year as compared to 1805 at the close of last year,
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PADDY PRODUCTION

The island’s paddy production recorded a figure of 65.02 million bushels in Maha
1984. . This figure falls shert of the estimated figures of 96 million bushels mainly due to
bad weather conditions. Against the achievement of 86 million bushels in Maha 1983 a
drop of 259, is observed. This drop in Maha production was compensated for by a record
achievement of 50.8 million bushels in Yala, ' i

PADDY PROCUREMENT

The Paddy Marketing Board procured 5.5 million bushels in Maha and 2.5 millien
busheis in Yala under the Guaranteed Price Scheme in 1984.

Channels of procurement 1984 el 1983 %

Private Agents i = — 10,838,047 69.8

Co-operative Societies 6,265,800 77.5 2,889,477 18.6

Agricuitural Service Centres ... 641,045 7.9 215,988 1.4

Direct 1,176,620 14,6 1,577,847 10.2
8,083,465 15,521,359

The decrease of Paddy Marketing Board procurement in 1984 is attributable to
the drop in Maha production; from a targetted 96 million bushels to 65.02 million bushels;
consequent to unprecedented rain and floods affecting the main producing areas. The
adverse weather conditions also affected the quality of the harvested crop which in turn
adversely affected procurement under the Guaranteed Price Scheme.

In keeping with the open-market policy of the Government the Paddy Marketing
Board did not embark on any aggressive buying but operated as the buyer of the “last
resort” keeping an eye on the paddy market and stepping in only when the market fal|
below the Guaranteed Price. In 1984 the services of private authorised agents were
dispensed with by the Paddy Marketing Board and depended on the traditional agents
such as the Co-oparatives and the Agricultural Service Centres to function as purchasing
agents. The Co-operatives accounted for 77.5% of Paddy Marketing Board purchases
in 1984 as against 189, of procurement in the previous year. The Agriculcural Service
Centres of the Agrarian Services Department showed only a marginal improvement over
their performance in 1933, The quantity of 2.5 miliion bushels of paddy purchased in
Yala recerded a 4009, increase over the previous year's achievement.

The district-wise procurement indicated a deviation in the pattern usually ex-
perienced when the districts of Anuradhapura and Polonnaruwa recorded comparatively
low procurement as shown below:
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1934 1983

Batticaloa ... 30 % 19.26%,
Trincomalee ... 19.3% 30.71%,
Matale 15.6% 22.93%,
Ampare e 12.4%, 19.42%
Anurachapura 10.0% 20179,
Polonnaruwa ... 8.1% 16.359%
Mannar 3.5%, 12.429,
Northern Region 4.34%, 17.19%,

Peak harvasiing months were March and April for Maha and September and October
in Yala, There was a drastic reduction of purchases in the terrorist affected areas due
to the disruptions to normal commercial activities.

The Paddy Marketing Board worked in close co-ordination with the Mahawel
Authority of Sri Lanka in the purchase of paddy within tha project areas. Payment to
farmers was made through Goods Received Notes encashable at the respective branches
of the People’s Bank, Bank of Ceylon and Hatton National Bank in order to help the Banks
to recover the cultivation loans given te the farmers.

RICE SALES

39,009 tons of rice were sold in the open-market during the year 1984.

Multipurpose Co-operative Societies 18,763
Government Departments 2,583
Canteens, etc. 16,200
Rice Sales Centres 1,463

39,009

In persuance of a decision to close down uneconomic Rice Sales Centres, 41 centres
located outside the city limits were closed down during the year and alternative arrange-
ments were made to accommodate the displaced employees,

SUPPLY OF RICE TO THE FOOD DEPARTMENT :

The Paddy Marketing Board supplied 60,417 tons of rice to Foed Commissioner
during the year under review as against 7061 tons supplied in 1983.

HANDLING OF SUBSIDIARY FOOD CROPS :

The Paddy Marketing Board continued to function as the administrator of the Floor
Price scheme for subsidiary crops. The foliowing commodities were purchased during
the year, under the Floor Price fixed by the Government.

y 1
3
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1984 1983

Maize 3,152 1,365
Soya Bean 20i 3,777
Cowpea s 120 —
Ground nuts ... 58 237
Kurakkan 03 718

The production of subsidiary crops was adversely affected due to bad weather con-
ditions, hence the low level of procurement at the Floor Price. These subsidiary crops
were marketed through the CARE Organization, the National Live Stock Development
Board, the Rajarata Food Grain Processing Co.,Oils & Fats Corporation and a few private
organisations.

The “Athuruboga Sala” set up at Union Place in July 1983, continued through 1334
earning a profic of Rs. 126,621/- during the year. This provided a well patronized centre
for cereals handled by the Paddy Marketing Board.

PADDY MILLING—PADDY MARKETING BOARD MILLS :

At the close of the year 26 Paddy Marketing Board Mills were in operation. Of
these 21 millshad parboiling facilities and the baiance 5Mills had only raw milling facilicies.
During the year the Galnewa Compiex and the Horowpothna Complex set up under
US:AID were ceremonially opened in May and November respactively and they com-
menced commercial milling operations, A review of the milling capacity of Paddy Mar-
keting Board Mills during the year revaaled that the total rated capacity stood at 7,149
tonnes per month (parboilad) 2nd 3,500 tonnes {raw). However, the rated capacity of
the majority of mills cannot be ensured as they are very old, Paddy Marketing Board
Mills milled 35,735 tonnes of paddy and produced 24,069 tonnes of rice during the year.
The main constraints in regular and continuous milling are price fluctuation in the open-
market, reduced intake by Food Commissioner’s stores consequent to buffer stocks re-
maining in storage, inability to operate the miils in the terrorist affected areas, power
failures and inability to do parboiled miliing during rainy weather.

PRIVATE MILLS

Of a total number of nearly 700 miilers registered for quota milling for the Paddy
Marketing Board, only about 300 millers have drawn quotas. The rest of the millers
operate on their own taking advantage of the free market.

The specifications in respect of quality requirements of rice to Food Commissionar
remained unchanged during the year. ln Decembar 1984 the milling hire payabie was
revised on representations made by the quota millers and the milling hire was increased
to Rs. 17.80 for parboiled and Rs. 14.50 for raw per 100 kgs. of paddy milled.

RICE PROCESSING RESEARCH & DEVELOPMENT CENTRE :

The Rice Processing Research and Devalopment Centre set up with F. A. Q. assis.
tance at Anuradhapura continued to expand its Research and Development activities during
the year. These activities centred round :
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i. Prevention of avoidable post harvest iosses.
i, Improvement of grain quality.

i, Maximization of the utilization of by-products.
iv. Reduction of operational cests on post harvest operations.
v. Farmer extension work.

Training of Personnel involved in the various sectors of paddy/rice industry.

Farmer extension work reached a new dimension when the first village level Post
Harvest Training Centre commenced operations at Pannala during the year.

While involving itself in research and development work the Rice Processing
Research & Development Centre contributed to commercial milling operations by pro-
ducing high quality ‘samba’ rice. The gifc package of 500 tonnes of rice to Tanzania was
produced under the supervision of the Rice Processing Research & Developiment Centre.
A mini rice flour mill was set up on an experimental basis to produce rice tlour for the
market. This experiment was successful and the possibilities of buying necessary flour
milling machinery to embark on commercial milling are being investigated.

The Rice Processing Research and Development Centre received the following
research grants during the year.

i Development of a mill level drying system for paddy - Commonwealth Secretariat
in London (Chogrm Project)

improvement of farm level storage methods-Natural Resources, Energy and Science
Authority of Sri Lanka (NRESA)

Eight research projects were compieted during the year 1984 and six projects
were in progress at the close of the year. The projects that were completed are :

(o) Paddy husk ash as a protectant of cowpea against the pulse beetle.
(&) Efficacy and toxicity of seven insecticides against storage insect pests of paddy
and rice,

() Suitability of metal bins for indoor storage of paddy.

(d) Fludized bed drying of parboiled paddy.

(€) Composition of raw and parboiled rice bran from common Sri Lanka varieties
and from different types of mills.

() Shelling performance of the rubber roll sheller and disc sheller for Sri Lankan paddy
varieties.

(g) Effect of different drying methods on quality of parboiled paddy.

(h) A comparative study of the cone type polisher and horizontal abressive polisher
for Sri Lankan paddy varieties in raw and parboiled form.

5
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During 1984, 18 shori-term courses covering 400 trainces from Government and
the Public Sector Organisations were conducted,

The Rice Processing Research & Davelopment Centre provided consultancy services
to a large number of private sector organisations seeking technical advice on updating
the equipment and testing of their products. Consultancy work was also provided in
the field of training.

The Rice Processing Reszarch & Daveiopment Centre facilities were availed of
by Government organisations asa venue for the holding of seminars, conferences and work-
shops.

The Rice Processing Research & Development Centre is the premier institution
in 5ri Lanka taking care of the Post Harvest Technology of the paddy and subsidiary food
commodities sector. Under the directions and guidance of the Advisory Committee
headed by the Secretary to the Ministry of Agricultural Development & Research and
consisting of eminent scientists in the country, this institution is making a substantial
contribution to the paddy rice indusiry and needs the continued and enhanced support
of the Government. Rice Processing Research and Development Centre is In constant
touch with the International Organisations inveived in the development of paddy rice
sector and in the years to come it will play a vital role in taking care of the post harvest
technology in Sri Lanka.

FOREIGN AID PROIJECTS :

US:AID - Two paddy storage and milling complexes under USAID Paddy Storage
and Processing Project at Galnewa and Horowpothana were commissioned during the
year 1984. Test milling commencad at Weeramunai Complex and tha installation of
machinery started at Oluvil in Ampare Districi. However the work could not be com-
pleted due to terrorist activities. Construction work at the Kakirawa Complex which
had suffered a set-back when tha contractor defaulted, re-commenced construction opera-
tion under a new contractor.

VILLAGE LEVEL POST HARVEST TECHNOLOGY AND
TRAINING CENTRE UNDER FA O

The Post Harvest Techv’nology and Training Centre at Pannaia commenced operations
during the year. A total of 180 farmers and d:-,pa tmental ofﬁcers were trained at the
centre during the year, cq N : ; !

Work on the constructin of Puliyankulama village level Post Harvest Technology.
Centre was nzaring completion at the close of the ysar and commissioning of the centre
has been scheduled for the beginning of 1985. The primary objectives of these two centres
is to provide training facilities to the farmers in the prevention of Post Harvest ' Losses,

FINANCIAL A:aPECTS OF OPERATION:

At the end of 1984 Paddy Marketing Board showed a profit of Rs. 6 565 888;- which
is quite creditable considering the Iower vqume of busmess bandled compared to the
year 1983, : - : -

a
6
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As a result of the greater quantity of rice supplied to the Food Commissioner in
1984 the P. M. B. takas pride in noting that it was instrumental in saving tha country about
U. S. $ 13 million in foreign exchange. Though the role of the Paddy Marketing Board
under the present market conditions is not that of an aggressive buyer, over the last five
years it has handled it's operations both managerial and financial to record a net profit
of Rs. 53 million. The Paddy Marketing Board also realised a sum of Rs. 614,152/- in
1984 by the sale of redundant spares and unserviceable stocks and spares.

CONCLUSION -

As pointed out in my [983 raport the need for financial assistance to conduct training

and research in the grain post harvest sector through Government Grants was realised
in 1984

With the liberalised trade policy allowing for wider participation in the paddy/rice
industry the Paddy Marketing Board hopes to evolve methods and measures in the near
future for the improvement of the paddy/rice industry both in its technological aspects
and market operaticns. It is believed that a role of this nature would be appropriate as
a precursor to reap the full benefits of self sufficiency in paddy production which is not
a dream any more considering the vast strides that have been made in that direction
in the recent past,

D. M. B. Marapone
Chairman
Paddy Marketing Board.
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CHART |
PROCUREMENT AS A PERCENTAGE OF PRODUCTION M 1984

Less than 5%
5% to 109
109, to 159
I5% to 209

More than 209/
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I. Colombo 9. Mulativu 7. Matale
2. Gampaha 0. Mannar 18. Nuwara-Eliya
3. Kalutara 11. Batticaloa 19. Kurunegala
4. Galle {2. Anuradhapura 20. Puttalam
5. Matara 13. Polonnaruwa 21. Badulla
6. Hambantota i4. Trincomalee 22. Moneragaia
7. Jaffna 15. Ampare 22. Ratnapura
8. Vavuniys 5. Kandy 24. Kegalle
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CHART 3

Analysis of the modes of procurement by P. M. B, - 1984

A. S, Centres 7.9 9,

["""""? Direst 14.6 9/,

D Co-ops 775 %
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FINANCIAL

Structure of Assets & Liabilities

Capltal & Liabilities

1984
Contributed capital i 314
Foreign Aid 16.54
Assets taken over from CAS 7.64
General reserve
Profit & Loss Account ... (6.80)
Long term liabilities il 18.26
Current liabilities 33.22

100.00

STRUCTURE

Land & Buildings

Plane & Machinery

Equipment

Other fixed assets
Work in progress
Investments ot
Current Assets ,
Deferred Revenue Expenditure

APPLICATION OF REVENUE

Year ended 3ist December

1984
Qur sales as a percentage ... 100.00
On which BTT paid was ... 2.87
Leaving as net sales ef 97.13
Our sales cost us 88.07

So that the gross profit earned us 9.06
Sundry Revenue 2.26

11.32

WE INCURRED FOLLOWING ADDITIONAL CHARGES

Salaries & Employee benefits 3.66
Establishment & Maintenance 5.64
Depreciation 1.04
Sales & Distribution expenses .23
Adjustment in respect of
previous years 91
9.66
Leaving us with net (Loss/profit)
from operation of I.66
15
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SALIENT FEATURES

1984 1983 Percentage
I. Sales 101,508 867,559 {16.59
Net Profit/Loss before Income tax (68,026) . (80,521) 84.45
Net Profit/Loss after Income Tax {68,028) {80,521) 84.48
Fund generated from operation (68,026) (80,521 B4.43
2. Govi: grants & loans end of the year ... 258,817 274,289 94.35
Foreign grants & loans end of the year... 187,459 121,993 H12.71
People’s Bank/Bank of Ceylon
- re-finance A/C ... - 200,844 499,329 42.04
3. Capitai expenditure during the year 13,283 35,760 37.:I 4
Depreciation provided during the year ... 10,497 8,881 .8
Working capital end of the year 202,508 139,717 —
General
Rice production {Metric Tons)... 93,561 - 96,527 —
Subsidiary Food Crops (MT) ... 6,855 . 4.BI =yl
Number of employeas 1,74 2,012 —
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- PADDY MARKETING BOARD
FINANCIAL STATEMENT FOR THE YEAR ENDED 3i. 12. 1984
TRADING AND PROFIT & LOSS ACCOUNT

Rs. 000’ Rs. 600" Rs. 000°
Total Sales - 1,011,508 i 867,669
Less ~Turnover tax 29,100 20,430
982,408 847,129
891,852 90,556 748,936
98,193
Salaries & employees’ benefit 37,051 33,601
Establishment & Maintenance 57.017 48,680
Depreciation 10,497 8,881
Selling distribution 3,305 2,082 93,184
Net less from operation ... 106,870
(16,314) 5,009
Add :- Other income ... 22,880 7,364
: 6,566 3t 12,373
Net Profit after Appropriaticn 1,800 (58,966)
Loss b/d from last year (80,52I)F 4,766 (33,928
Adjustment in respect of
previous year sy 72,792 ' (80,521}
et loss before income tax (80,521)
(80,521)

Total loss-Balance carried 22 .
to next year 68,026

Cost of Sales

Subsidiary Food Crops ... . .. 31,316 25,204
Off ration 246,601 442,841
Direct Marketing 311,753 234,065
Board Mills 69,290 6,522
Private Mills 231,974 39,949
Aturuboga sala 893 355
Flour manufacturing 25

' 891,852 748936
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BALANCE SHEET AS AT 3IST DECEMBER 1984

Capital Employed
Authorised capital

{Under section 23 (i) of the PMB Act

No 14 of 1971) 5
Contributed capital, govt: grants
Foreign Aid

Assets taken over from CAS RVDB & MDB ...

Reserve & surplus Development reserves

Less:- Profit & Less A/C ...

Add:-
Common Agriculture funds

' Long term
liabilities - Buffer stock fund
Common Agricultural fund

Represented By:-

Fixed Assets (Property, plants & Eqmp'neﬂt)

Capital works in progress

Investments

Shares in Associated Company, Rajarata Food

Grain Processing Co.Ltd.
People’s Bank Fixed Deposit

Current Assats

Stock
Debtors - 207,826
Provision 252

et e e

Stamp Imprest

Paddy, Cash, Rice and goods
‘in transit

Cash & Bank balance ...

Digitized by Noolaham Foundation.

230,054

207,574
i

8,474
32,424

478,527
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1984
{000)

253,817

258,817
274,289
137,499 121,993
63,552 62,954

11,500

471,378

68,026
403,354

140,000
11,800

555,152

255,855
79,553

335,408

1,160
11,800

348,368

568, 919

134,075

!

20,859
36,905

760,759

1983
{000°)

274,289

459,236
1,510

390,225
(80,521)

390,225

140,000
10,000

186,954
147,120

i,168
10,000

345,234
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{ess:- ;
Current iiabilities Peaple’s

Bank refinance 174,257
Bank of Ceylan refinance 35667
Due to Govt. Depe. 12,501
Creditors iy 51,204
Stock adivstments L. 2,370 276,019
Deferred revenue and ' 202,508
Expenditure 4,276

491,592
7,737
4,905

65,439

i,369 571,042

tER,717

355, 152

24 Source & Application of Funds

5,274

540,225

The fellowing statement shows the source and application of funds during the year

under review

Source :
fnternal :

Net profic for the year

Add: Items not invelving movernent of funds
Depreciation
Deferred Revenue Expenditure Written off
Prior year Adjustments

External :

Foreign Aid
Value of Assets taken over from
Mahaweli Development Board

Application :

Acquisition of fixed assets

Deferred Revenue expenditure ...
Transferred to Foreign Aid Account
from contributed

Capital Account

Investments

Increase in working Capital as analysed below

19

Rs. Rs.
6,565,889
i 1,948,90¢e
1,054,704
7,728,585 20,732,195
15,506,284
600,000 16,106,284
13,283,379
57.571
15,471,771
1,800,000
30,612,721
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Stacks

Debtors

Creditors

Stock Adjustiment
Refinance Account
Cash & Bank balance

Effect on Working Capital

Dacreasa Increase
Rs. fs.
344,208,720
— 73,499,253
— 6,635,623
1,000,083 209,384,375
11,518,501
_?3;5_@.'?27.604 369,58 9,251 12,791,647
20
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Paddy issued Quantity {kg)

Value
Add: Opening stock of paddy

Sweeping and excesses of paddy ..
Opening stock of rice 2nd by-producis

Sweepings & excess of rice
and by-producis

fess :

Closing stock of paddy

Closing stock of rice and
by-products

Shortage of paddy

Shortage of rice

Paddy issued for experimant

Flour issued to experimant

Add : - Miiling Hire
Transport of paddy hire
Carriage of handling

Fual, firewcod and consumabla

Repaivs and maintenance
Electricity -
Gunnies and gunny twine

Approximately
Direct marketing off-ration
Cost of sales

Sales

Paddy purchases (Paddy Stores)

Paddy Purchase {Rice Mill Stores) ...

Rice Mili Stores Trading Account

Sales of rice to Food Commissioner (parboiled)

Sale of rice to Food Commissioner (Raw)

Duonations

22
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Direct Board Mills Privata
Marketing Milis
99, 920 76! 43,416,354 98,841 ,45_.5_!
311,752,774 154,523,075 344,193,288
3,013,024 70,982,40}
15,579
5,949,833
24,619
140,586,130 415,380,689
4 517,750 55,272,144
9,251,417
81,517
3,174,001
37,957
438 15,503,140
143,082,950 340,108,523
13,793,851
1,303,689 10,051,428
3,098,937
3,118,713
2,458,854
4,133,422
798,282 14,939,857 5,210,592
158,022,887 389,164,207
|,580,140,313 184,164
88,732 {57,190
69,230 231,974
339,518,355.

£,308,313.50

16,742,039.45
16,230,641.39
4,416,279.73
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Milis Trading Account

Sale of rice to Food Commissioner (Raw)
3aie of rice to Food Commissioner (P.B.)
Donations

Private Mills

Sale of rice to Food Commissioner {Raw)
Sale of rice to Food Commissioner (P.B.)
Rice Marketing Trading Account

Subsidiary Food crops

Maize
Gingelly
Cowpea
Ground Muts
Soya bean
Kurakkan

Athuru Boga Sala

12,666,873 .44
6,000.60
2,277,993.20
914,072.90

19,427,911.75.

1,321,574.84

R, P.R.D. C PHLPT &PC ln‘,eanh cmd Expzaditure

Sales
Daonations
Flour

ESTABLISHMENT AND MAINTENANCE

Regional and Head Offices

Traveliing

Medical and inquiry fess
Weifare

Provision for write-ofis
Gratuity

Deaferred Revenuz Expendrtu:e
Consultancy

insurance

Rent and rates

Electricity

Maintenance of building
Printing and stationery
Postage and M. O. Commission

23

444,066.25
265,226.05
819.00

31,339,422.13

16,213,161.32

1,224,089.03

82,367,045.28
193,405,924.57
270,108,021.79

36,614,426.13
1,129,735.85

710,141.30

2,307,230.75
28,724.60
12,832.05
41,144,080.74
240,666.00
1,054,704.10
6,415.20
740,720.65
1,124,606,33
177,731.50
189,511.58
353,531.08
260,679.95
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Publicity
Telephone
Newspapers and Per ;odicuis
Office requisites
Packing and transpeort
Insurance and licence of vehicles
Running expense of vehicles
Repairs of vehicles "
Experiments subscription & S(.mmai 5
Advertisement
Fines for defay of E. P. F.

and security deposit
Audit fees
Legal fees
Financial charges

Paddy purchase (paddy stores)

Rent, rates and taxes
Maintenance of buildings ...
Electricity s
Runnring expenses of stores

Paddy purchase A/c R, M. S.

Maintenance of Stores
Running expenses of stoves

PME Mills & Complexes Miils
Rates and taxes ... 24,173.22
Office requisite ... 91,787.09
Travelling - 73.814.22
Printing & Stationery 415.10
Postage & Telephone 30,596.94

220,786.57
Rice Marketing Division
Travelling
Postage & Telephone
Bank charges
Office expenses

24
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194,389.71

79,402.19
423,005.26
33,838.91
498,311.84
25,393.26
155,130.54
2,946,604.07
1,268,029.57
164,524.61
214,352.00

&1,355.96
118,775.00
327,924.35

52,241.23
824,481.54
56,317.15
612,402.00

263.20
320.00

Complexes

767.50
168,117.23
1€5,861.81

301.85

4,136.05

339.194.44

27,699.56
18,597.76
f,241.67
39,293.78

54,052,471.81

1,545,441.92

55,637,913.73

583.20

559,971.01
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Maintanance of stores

Rate, Rent and Electricity
Printing & Stationery
Running expenses of vehicles
Repairs to Motar vehicles
Newspapers & pariodicals...

R. P. R. D. €. Working A/c

Travelling
Madical examination fee

R. P. R. D. C. income & Expenditure Ajc

Travelling

Mzintenance of building
Printing & Stationery
Consumables for research work
Nawspapers & periodicals...
Hostel kitchen facilities
Research projects

Seminars

Telephonos

R. P. B. D. C. Income & Expenditure
B/f

Postage & M. O i

Insurance & licence of vehicles

Office requisites

Rurning expenses of vemcles

Repairs of vehicles

Rent, Rate

Rent {Achuruboga Sala)

Salaries & Employee benefits

Directors’ salaries
Directors' Fees
Directors’ entertainmeant ...
Salaries & allowances

Bonus

51,995.78
154,240.70
15,813.05
76,154.46
2,223.40
1,707,75

33,949.06
£5.00

e et

826.70
91,388.29
25,589.59

13,198.65
4,033.53
23,308.87
30,995.13
1,000.00
17,231.50

388,971.91

34,014.06

207,572.36
3,171.10
3,224.44
43,261.92
70,607.81
34,893.75

7,039.18

e — m————

fts. Cts

63,552.00
9,150.00
5,469.80

t1,143,586.38
499,684.50

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

56,621,454.91

369,770.56
15,920.00

s e e T

57,017,145.47
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Board’s share of E. P. F. ..
Wages -
Staff Tea

Overtime

Paddy Purchase (Stores Afc)

Staff Remunerations

Salaries & Wages
Board's share of E. P. F
Overtime

Bonus

Staff Tea

Paddy Purchases Rice Mill (Stores)

Saiaries
Board's Share of E. P. F.
Staff Tea

Rice Mill Stores - Working Account

Salaries & Wages
Board’s share of E. P. F,
Overtime

Bonus

Staff Tea

Mills Working Account

Salaries & Wages
Board’s share of E, P. F.
Staff Bonus

Overtime

Staff Tea

Rice Marketing Trading Account

Salaries & Wages
Overtime

Benus

Board’s share of E. P. F.
Staff Tea :

1,710,933.58
418,120.12
258,928.08
466,685.26

i2,380,618.68
1.813,276.91
53,522.99
466,172.10
442,907.65

100,857.75
12,669.12
2,485.00

1,956,591.10
294,483.72
89,161.15
92,600.00
59,012.00

2,107,049.32
314,144.23

90,293.08-

29,709.54
84,177.65

1,030,577.18
27,296.52
18,960.42
158,087.77
40,437.80
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14.586,409.72

15,156,498.33

116,011.87

2,492,647.97

2,625,373.86

34,977,141.75

1,275,359.69
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- RPRDC/PHLPT & P. C. Working Account

Salaries

Bonus

Board's share of E. P. F.
Wages

Overtime

Staff Tea

36,891.22
6,750.00

38,4653.90
138,678.42

RPRDC/PHLPT & PC Income & expenditura

Salaries

Qvertime

Board's share of €. P. F
Bonus

Athuruboga Sala Trading

Sajaries &« Wages
Bonus

Board's share of E. P. F.
Qvertime

Land & Building
Plant & Machinery
Equipment

Motor Vehicles

3

Office Equipment, Furnicure & Fittings

Weighing Machines

Electrical, Teiephone & Radic Equipment

Bicycies

Laboratory Equipment
Temporary Buildings
Fumigation Equipment
Dunnages

7
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i8,400.00

9,976.53
349,350.07

40,952.14
3,005.04
49,260.62

13,912.50 407,130.30

29,715.40
875.00
4,787.45

6,751.20 42,129.05

37,051,110.86

4,343,118.54
2,688,738.84
92,983.88
1,816,252.43
229,770.71
12,938.71
318,876.70
573.00
209.36

2,998.15
794,002.21
194,289.9

10,496,832.50
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SELLING AND DISTRIBUTION EXPENSES

Transport and handling (Rice Milis stores trading)
PMB Mill trading A/c

Rice Marketing Division

Handling

Transport .
Polythene bags & empty boxes
Athuruboga Sala trading Ajc
Deonation & samples

RPRDC Manufacturing of Fiour

Fublicity and samples

TURNOVER TAX

Paddy purhases (Paddy Stores)
Paddy purchases (Rice Mill stores)
Rice Mili stores

Mills trading Afc

Private Milling

Private milling

Rice Marketing

Subsidiary

RPRDC/PHLPT/PC

Athuruboga Sala

INCOME

Ist January 1984 to 31st December 1984

Profit on sale of assets

Profit on sale of spares, gunnies etc

Sale of empties and old stores

Licence fees of private mills

Interest on salary advance

Departmental fines

Non refundable render deposits

Fumigation of private mills

Fees for consultancy service given by
PMB staff

28
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194,994.7¢
458,711.46

614,152.49

108,018.00
46,851.07
313,665.69
29,875.00
3,582.65

9,200.00

103,133.95
193.821.45

206,217.62
1,092,645.21
706,527.41
212,80
897.60

1,366.84

2,304,824.88

3,380,162.35
13,883.13
1,380,305.8%
1,933,906.06
3,294,681.81
7,855,208.76
10,833,094.34
366,995.67
848.98
41,479.51

29,100.566.50

il
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Rent on circuit bungalows
Other revenue

Dividends from investmant
{nterest on fixed deposits

Rice mills stores trading a/c
Recoveries on ajc of gunnies
Private mills

Recoveries on afc of short deliveries
Recoveries on a/c of late deliverias

Mills trading ajc

Recoveries on ajc of gunnies
Rent of mill staff quartasrs

RPRDC

Income from hostal
Rent of quarters
Other revenue

Recoveries in respect of training programmes

29
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30,537.80
199,634.19
-~ 9,600.00
(,800,000.00 3,818,823.1
33,608.16 33,608.16
16,504,063.50
2,449,313.73 18,953,377.23
1,705.50
- 11,158.00 -~ 12,863.50
22,851.70
12,807.00
7,129.90 _
18,570.00 61,358.60
22,880,030.60
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Debtors

Government departments
Corporations

Cthers

Dues on loans to employees

Creditors

Deposits

Security deposits

Accrued payments
Treasury lean, Central Bank of Ceylon

Tender deposits
Corporations
Cthers

Dues to Government Depts

Auditor General's Dept
Commissioner of Agrarian Services
Others

Stock

Paddy

Rice

By products

Subsidiary food crops
Weighing machines
Moisture meters

Spare parts and other stores

Gunnies, gunny twine, colouring powder

1983

40,934
7,283
85,180

|,841

135,238

14,477
1,152
21,129
16,410
3,641
3,178
i 1,347

65,437

424
3,000
1,484

4,905

436,941
73,099
352
19,947
176

84
32,730
6,040

568,919

B M AT i
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1984

115,136
4,723
87,015
954

207,828

e s —

15,710

1150
22,066
10,410

859
3,064
1,798

56,066

465
3,000
4,174

7,639

176,202
12,219
1,331
329

194
930
38,943
1,697

230,054
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Telephone : 91151 Auditor General's Department
Terrington Square, Colombe 7,
My No. AF/E/C 257-84 Sri Lanka . {Ceylon)
%th  April 1986.
The Chairman,
Paddy Marketing Board,
Colombo 2.

REPORT OF THE AUDITOR GENERAL ON THE ACCOUNTS
OF THE PADDY MARKETING BOARD FOR THE YEAR
ENDED DECEMBER 31, 1984 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, 1984 was carried out under my direction in pursuance of provisions in Article 154 (1)
of the Constitution of the Democratic Socizalist Republic of Sri Lanka read in conjunction
with Section 13 (1) of the Finance Act, No. 38 of 1971. My observations which | consider
should be published in terms of Section 14 (2) C of the Finance Act appear in this report,
A detailed report in terms of Section 13 (7) (a) of the Finance Act was furnished to the
Chairman on November I5 1985,

12 Scope of Audit :

Audit opinion, comments and findings in this report are based on a review of the
financial statements presented to audit and substantive tests of samples of transactions.
The scope and extent of such reviews and tests were such as to enable as wide an audit
coverage as possible within the limitations of staff, resources and time available to me.
Sub-sections (3) and (4) of Section 13 of the Finance Act give discretionary powers to the
Auditor General to determine the scope and extent of the audit.

1.3 Amendment to accounts

Consequent to the issue of the draft report in terms of Section 14 (2) () of the
Finance Act on January 16, 1986 an amended set of accounts was furnished on February
25, 1986.

2. ACCOUNTS
2.1 Opinion
Subject to my comments in this report, | am of opinion that the accounts presented

have been satisfactorily prepared on the basis of generally accepted accounting principles
applied on a basis consistent with that adopted in the preceding year.

33

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/

2.2 Financial Results

According to the accounts, the working of the Board for the year ended December
31, 1984 resulted in a net profit of Rs. 6,565,889/- after charging interest as against a net
profic of Rs. 12,372,649/- for the previous year.

The following table gives a surmary of the financial results at various stages.

This year Previous year
Rs. ) Rs.
{¢) Gross profit 114,100,212 113,453,114
() Net operating profit
before interest 15,334,622 33,113,758
() Net profit inclusive of ' '
non-operating income 6,565,889 12,372,649

Depreciation and interest charged in the accounts were as follows :

This year Previous year
Rs, Rs.
Depreciation e A 11,948,906 8,637,939
Interest e 12,877,725 14,887,979

The following statement gives a detailed summary of the financial resuits of the
Board for the year under review and the preceding year :-

Year ended December 31

1984 1983
Paddy Trading Rs. Rs, Rs. Rs.
Sales/Transfers ... 837,021,830 813,992,099
Less : Cost of Sales/ ; :
Transfers 771,131,553 65,890,277 736,590,735 77,401 314
Operations of Board Miils
Sale of Rice 150,082,591 69,125,827
Less : Cost of Sales {155,925,308) {5,842,717) 75,816,932 {6,691,105)
Private Milling Operations
Sale of Rice 417,665,787 480,631,127
Less : Cost of Sales 389,281,700 - 28,385,087 455,152,254 15,478,353
34
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Rice Marketing
Sales
Less : Cost of Sales

Trading in Subsidiary Food Crops.

Sales
Less : Cost of Sales

Operations of the
Rice Processing
Research &
Development Centre

Sale of rice and
by-products
Less : Cost of sales

Gross Loss :
Less : Government
grant set off

Operations of
Athuruboga Sala

Sales
Less : Cost of sales

Year ended December 3|

Overall Gross Profit
Less : Administration
& Establishment
Expenses
Provisicn for write-
off of shortages of
paddy and rice

Net operating profit
before interest
Less : Interest

Net operating profit
after interest
Add : Other income

Net profit

35

1984 1983
Rs. Rs. Rs. Rs.

270,411,667 471,003,414

250,295,716 20,115,95 445,406,966 25,596,448
36,699,565 27,718,577

31,316,052 5,383,513 24,525,964 3,192,613
922,564 85,132
2,771,285 1,653,484
1,848,701 1,568,352

1,848,701 — I.568,352
1,129,736 411,657

961,635 168,101 368,324 43,333

114,100,212 113,453, 14
57,621,509 46,508,938

41,144,08| 98,765,590 33,830,418 80,339,356

15,334,622 33,113,758

(12,877,725) (24,887,979)

2,456,897 8,225,779

4,108,992 4,146,870

6,565,889 12,372,649
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Year ended December 31

1984 1983
fs. Rs, Rs. Rs.
Net Profic B/F 6,565,689 12,372,649
Appropriation-Common
Agriculivie Fund 1,800,000 —
4,765,889
Profit and Loss Afc
Balance brought _
forward (80,520,3854) (58,965,158)
Add : prior year
adjustments 7,728,584 (72,792,270) (33,928,345) (92,893.503)
Balance carried
forward (£8,026,381) (80.520@5_4_)

3. FINANCIAL STRUCTURE

The financial structure of the Board as at December 31, 1984 as compared with

that as at December 3|, 1983 is given below:-

Resources

Capital contributed by Government ...

Foreign Aid

Value of assets taken over from
Depariments and Boards

Development Reserve

Advance from Treasury for buffer stock

Common Agriculture Fund

As at December 31

Less : profit and loss Account balance

Utilization

Fixed assets at written-down Yalue
Investments

Deferred Revenue Expenditurs
Net current assets

1984 1983

Rs. Rs.
258,817,451 274,289,222
137,499,705 121,993,421

63,553,816 62.953,8]7

11,509,728 11,509,728
140,000,000 140,000,000

1 1,800,000 10,000,000
623,180,700 620,746,188
(68,026,381) (80,520,854)
555:154,319 540,225,334
335,409,194 334,074,721

12,959,900 i 1,159,900

4,276,387 5,273,521

202,508,838 189,717,192
555,154,319 540,225,334
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24  Source and Appiication of Funds

The following statement shows the source and application of funds during the year

upder raview.

Source !
Ingernal :

Net profic for the year

Add : ltems not involving movement o'r funds:

Depreriaticn

Deferred Revenue Expenditure
Written off

Prior year Adjustments

Externai :
Foreign Aid
Value of Asset taken over from
Mahaweli Development Board

Application :

Acquisition of fixed assets

Deferred Revenue expenditure

Transferred to Foreign Ald

Account from contributed

Capital Account Investments

Investments

Increass in Working Capital as analysed below

Effect on Working Capital

Rz, fis.
€,5¢%, 889
11,948,204
1,054,704
7,728,585 20,732,195
27,258,084
15,506,284
600,000 16,105,284
43,404,348
13,283,379
57,571
15,471,771\ 30,612,721
1,800,000 ———————
12,791,647
Increase
s,
T3,49% 253
6,635,623

289,384,375

Recrease
Hs.

Stocks 344,208,720
Debrors =
Creditors —_
Stock Adjustrents 1,000,383
Refinance Account —
Cash and Bank Belunce 11,518,501

356,727,604

S —— T ————
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2.5
2.5.1

Auditor General’s query

Comments on Accounts
Fixed assets : Rs. 401,956,541

This figure constituted the following :

(i) Fixed Assets  Rs. 322,403,627
(il) Works in progress 79,552,914
Rs. 401,956,541

The following observations are made in
this connection.

(@) The value of fixed assets repre-
sented book balances which had not
been reconciled with the verified
balances

(b)

The fixed assets register had not
been updated

()

The Mills at Pallewatta and Hingu-
rakgoda had been connibalized during

by

Chairman’s reply

Comiments on Accounts

(a) Fixed assets are verified and the
verification sheets are available,
Values of fixed assets are not
available in Regional Offices, since
the wvazlues are maintzined only
in Head Office, verification sheets
of the regions do not show the
values. Since verification of fixed
assets are separately reported and
adjustments made, . reconciliations
were not done. Your observations
are noted for future action

Action has been taken to post
the assets register which will be
completed soon

(¢) A reply will follow in this regard

the year but the values thereof had not

been adjusted in the accounts. A
record of the parts removed from
the cannibalized mills had not been
maintained
(d) The value of works-in-progress
represented the balance brought
forward from previous years without
any identification of the related works
and the basis of valyation

38

(d) Details of works-in-progress are

avaifable in a register
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Auditor General’s query Chairman’s reply
2.5.2 Stocks : Rs. 230,054,660

Foilowing observations are made in this
connection.

(@) The stock of damaged paddy had (@) Damaged paddy has been valued
not been valued and separately identi-  at 50% of the cost of good paddy.
fied in the accounts It is noted to show this item

separately in the stock schedule
annexed to the final accounts in
future

' (b) The difference of Rs. 157,379/- bet-  (b) The details of the difference bet-

wszen the value of stock shortages ween the amount charged to the
credited to the individual trading General Profic and Loss Accounts
accounts and the total amount charged and the individual accounts are
to the General Profit & Loss Account as follows:

had not been explained to audit

{1) Recoveries in respect of shortages
were also credited to the rice
marketing trading account by
R. M. Anuradhapura, Ampare,
Kurunegala  and Kilinochchi.
This was adjusted by  Journal
Entry No. 25 of [985.

Rs. 114,115,36/-

(2) Adjustment made to the opening
balance of shortages by Jlournal
Entry No. 346 of 1984 erroneously
‘deducted from the amount shown
in the profit and loss account

Rs. 41,732.88

(3) By lournal Entry No. 524 of 1984
this amount has been erroneously
debited to  handling  charges
account in 1984, Therefore, this
amount has not been taken into
shortages account.

Rs. 1,530.62

Rs. 157,378.86
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Auditor General's query

2.5.3
2.5.3.1

2532

2533

(¢} It was cbserved that the Board had
been authorising the write-off of
the value of Steck shortages irres-
pective of any limitation on the value
of stock shortages. The Ministry of
Agricuitural Development & Res-
earch had not exercised any form of
control over the write-off of stock
shortages by the Board.

(1) Genersl

Chairman's reply

(¢) According to the pravailing pro-

cedyre, the authority to write-off
the value of stock shortages
is as foliows -

Manager to
write-off of shortages
Rs. 10,G0G;-

approve
up o

(2) Chairman te approve write-off of

shortages upto Rs. 50,000/

(3) Shortages above Rs. 50,000/~ are

to be written-off on the approval
of Board of Diretors

The Board of Directors had approved
the above procedure

Legai and Statutory Matters

The failure to file schedules of monthty
contributions in respect of Employees
Provident Fund along with the remittances
to the Central Bank had resulted in the
payment of penalty by way of interest
amounting to Rs. 3,143,772 upto the date
on which the schedules were filed.

Delay in rendition of accounts

The accounts for the year under review
were rendered for avdit only on Sept-
tember 2, 1985 aithough these accounts
should have been furnished to me by
April, 30 [985 according to Section 13
(6} of the Finance Act.

investment

A sum of Rs. 10,060,000/~ was made
available to the Board in 1983 out of the
Common Agricuiture Fund to operate a
separate account for the purchase and sale
of other food crops and alse with a view to
stabilizing prices paid to the producers.
The profit or loss incurred on the dispo-
sal of thase commodicias should ba trans-
ferred to this account

This amount was paid with the
approval of the Board of Directors

Due to dalays in stock verification
and finalization of accounts due to
disturbances in regions such as Kili-
nochchi, Mannar, Trincomalee and
Batticaica preparation  of  final
accounts were deiayed. In future cvery
endeavour will be made to render
accounts in time,

Ve have noted your observation
to treat interest eazrned onthe
invastmant as a profit in  future.
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2.5.3.3

2.5.4

(@)

®)

(©)

(<)

_Auditor General’s query

The Board had, however, invested this
sum in a fixed deposit account vrith the
People’s Bark.

During the year under review the profit
carned from this activity wes transferred.

to the General Profit & Loss Account and
the sum of Rs, 10,000,000 granted from
the Common Agriculture Fund together

with interest thereen had been debited
to the investment  account

Chairman’s r.ep!y

Cash & Bank Balances: Rs. 32,349,798

This represented the net aggre- (@) Error regretted.  Overdraft

gate of Bank Balances after set-

ting off overdrafts totalling Rs.
1,612,751/- in 4 Bank Accounts as per
schedules repdared for audit and
the following observations are
made in this connection.

There were unreconciled diffe- ()]
erences amounting to Rs. |,686

in respect of balances shown

against 13 cash books

Deposits totalling Rs. 76,099/- at (<)
Ratnapura Region had not bean
brought to account

The value ef four unutilized (9)

cheques amounting to Rs, 200,000/

had not been cancetled and written
back

41

Balances will be shown under
current liabilities in future.

Rs. 1,686/  constitutes small
summarising errors in 13 cash
books. This will be traced and
transferred to respective accounts

A sum of Rs. 76,099/- has besn
the totals of deposits made by
officers-in-charge of rice sales
centres In Ratnapura Region. At
the time of closing the cash
book, tihis amount has not been
identified. However, this amount
was taken into the cash book
in January 1985.

This has been adiusted now.
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Auditor General’s query

(e)  Bank debits totalling Rs. 18,244,849
had been kept in the suspense
account without being identified
and charged to the appropriate
accounts

(€)

Confirmations were not avajlabel
in respect of Bank Balances tota-
ing Rs. 554,214/ in 4 Banks

2.5.4 (f)

2.5.5 Money ciaims (Debtor Balances) :

Rs. 207,826,215/

2.5.5.1 No opinion can be expressed as to wheth
the valuation of debtors shown in the
balance sheet is realistic due to the fol-

lowing reasons :

(@) (@)

The position with regard to con-
firmations was not satisfctory, in
that none of the balances had been -
confirmed.
Debtors included Rs. 2.9 million (B)
lying in the suspense account

without being identified.

(b)

(¢} According to an age analysis, debts
totalling Rs. 40.3 milliom were
outstanding for over 2 years, of
Rs, 10.5 million was outsta-
nding for over 5 years.

An age analysis of debts amoun-  (d)

ting to Rs. 38.4 milllon had not

been rendered for audit

(d)

42
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Chairman’s reply

A sum of Rs. 40,438,139/-has
been retained in the Bank In
1931. OCut of this sum Rs,
22,193,284/- has been received
in 1984, Out of the balance
sum of Rs. 18,244,849/- a
further sum of Rs. 8,541,606/-
has been released in 1985 March
and the balance now stands
at Rs. 9,703,242/-,

{f) Confirmations were called again

from the 4 Banks on 24.1,86 as
they did not respond to oufr
original requests

er

In respect of debtor balances we
have sent our lettersin June 1985
None of them have confirmed
the balances,

We have identified most of the
items and the balance in this
account stands at Rs. 3 lakhs as
at 30th October, 1985 which will
be adjusted immediately after
the investigations are over.

(¢) We are corresponding with the
debtors such as Food Commis-
sioner for the rcovery of

the
outstandings

Anage analysis of all debters will
be forwarded along with 1985

" accounts
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Auditor General’s query Chairman’s reply

{e) A sectoral apalysis of the debtors

{3

(8

()

5.2

(@)

(&)

balances is given bslow -

Government  Departments and

Corporations Rs. 117.04 Million
Private Customers Rs, 23.6
Accruved income  Rs. 45.7., This is being investigated
Advarnces Rs. L9,
Deposits Rs, T
Pre-paymants Rs. 3
Suspense Account Rs, 29,
Advances totalling Rs. 11,022,185/- (f3 Thisis being investigated

paid to the Beard employees, contrac-

tors and suppliers during the pericd 1574
to 1983 which should have been settled

within one month had remained out-
standing even as at the balance sheet

date,
The recovery of advances totalling (¢} This has now been settled (Ref,
Re. 20,000/- paid to two foreign ex- cross entry voucher No. 205) of
perts in 1980 appeared to be doubtful 31. 11, 85)

as the experts had already left the ser-
vices of the Board,

The provision for bad and doubtful (h) We have noted your observations
debts amounting to only Rs. 251,94/

cannot be considered adequate in view

of the magnitude of long outstanding

debts

The following debter balances were not
adequately evidenced.

Bescription Value Evidence

of item in Rs. not made

the accounts available

Food 9,860,804 Copies of (a bc) These are in respect of bills

Commissioner bills in from 1979 to 1981 which were
support forwarded to Audit in the
of sales same Yyears,

British Ceylon

Corporation i,243,895 do
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2.5.6.

(©)

(d)

(€)

(f)

(g)

()

Auditor General’s query Chairman’s reply

Oils & Fats
Corporation 1,464,017 do

Private (d) Particulars are available in paddy/
millers 7,631,644 Particulars rice stock reconciliation cf 1980
of defaul- 1981 and 1983
ters,
quantity,
value, fine
imposed,
waiver etc.
Accrued 21,573,044 Supporting (e} Supporting schedules were for-

revenue schedules warded to - you along with final
accounts for 1984.

Due on 5,434,171 Supporting (f) Supporting schedules are available
account of stock schedules

shortages

Advances 953,927 da (g) Supporting schedules are available
to empleyees

Returned 710,229 do (M) Supporting schedules are avallable
cheques

Creditors and Accrued Expenses :

Rs.

(@)

63,705,889/

No opinion can expressed as to whether
the valuation of creditors and accrued

expenses shown in the balance sheet is
realistic . due to the following reasons:

The positlon with regard to confirma-
tions was not satisfactory, in that out of
balances totalling Rs. 63,705,889/-
balances amounting to Rs. 3,130,680{-
only had been confirmed by the parties
concerned
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Auditor General’s query Chairman’s reply

(b)

()

(d)

{e)

{)

(h)

According to an age analysis furnished
liabilities totalling Rs. 17.3 million were
outstanding for over 2 years of which
Rs. 6.7 million was outstanding for

over 4 years

Rs. 20,555,450 shown as due to (@) to (f) Most of these creditors have
Government Departments and Cor- not claimed. This will be
porations remained unclaimed for investigated and adjustments
over 5 years made.

Rs. 1,561,174 realisad on the sale of rice
mills received under an aid agreement
had been shown as due to the Treasury

An age analysis in respect of accrued
expenses totalling Rs. 21.9 milllon and
deposits totalling Rs. 19.3 million had
not been rendared for audit

Rs. 1,600,000/- being the cost of four
fumigation trucks imported through the
Food Department in 1981 under UK:ODM
Projects had been shown as duc to that

Department
Creditors, included Rs. 363,304/~ (g) Unpaid salaries account is now
being unpaid salaries brought for- being cleared

ward from previous years

No provision had been made in the
accounts in respect of the following

liabilities :

(i) Interest due to the Bank of () This amount represents the
Ceylon for the period January interest payable for the months
to April and June to December under reyiew. The Bank has
1984 on refinanca loans not ascertained and claimed

this amount. Hence, this

{il) Rs. 303,756 being interest on loans has not got included during
obtained during the period 1977 the year.

1978 from Bank of Ceylon
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Auditor General’s query

(i} The following creditor balances ware

2.5.7

not adequately evidenced :

Description Value Evidence
of item Rs nof made
in the available
accounts

(a) Suspense 2,790,134 Supporting

General senadules
(b) Suspense 197,752 do

salaries
{(c) Unpaid

salaries 676,345 do
() Unpaid

wages 12,632 do
(e) Cancalled

cheques 118,148 do
() Accrued

expenses 7,172,662  do

Evidence for Audit

The following items in the accounts could
not be satisfactorily vouched or accepted
in audit due to the reasons indicated:-

Description Vaiue Evidence
of item in Rs, not made
tha accounts avaqilable
(i) Refinance
Loans
(d) People’s 174,257,172 Confirmation
Bank from Bank
(b) Bank of 35,687,340 do
Ceylon
(i) Expenditure 305,491 Paid
_ vouchers
(fii) Goods in 2,400,511 Supporting
Transit schedules
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Auditor General’s query Chairman's reply

2.5.3 Non compliance with objectives, Laws,
Rules and Regulations :

Instances of non-observance of objectives,
faws, rules and regulations are given

below :

Reference to Require- Non com-
objectives, ment pliance
Laws, Rules &

Regulations

(1) Finance Act
No. 38 of 1971

{a) Section Rendition of Not {0) No comments
13 (6) report on rendered
accounts along
with the accounts

(b) Section Rendition Not (b) No comments
13 (5) (b} of report en rendered
debtors
creditors and stoclks
and stores
(¢) Treasury direc- The Treasury (1 The grant of Rs. () We have noted
tives on the grant of Rs, 10,000,000/- had your observations.
Common 10,000,000/- was been invested in a
Agriculture  required to be fixed deposit account
Fund utilized for the without even the
purchase and sale  approval of the
of other food relevant Ministers In
crops with aview  terms of Section
to stabilizing the Il of the Finance
prices pald to the  Act
producers, (if) The working
the surplus deficit  results of this
arising activity had been
from the opera- consofidated
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(2.)

3.h:

.. Auditor General’s query

tions to be brougt to  with the

account ynder accounts of
the Common the Board
Agriculture
Fund
Establishment Code
Chapter XXIV  Loans to board Two officers who
Section 7 Loan  employees should were granted
for purchase be utilized for loans to purchase
of Motor Cars  the purpose for motor cars had
which the loans utilized the loans
were granted to purchase
motor lorries
Financial & operating Review :
Financial Results

Chairman’s reply

Although the vehicles
purchased by the 2
officers are registered
as Motor lorries they
are in fact passenger
vehicles  according to
the present day vehicle
usage. Please sze my
reply No. VM/CH/25 of
4. 10. 85 in this regard.
The loans are now fully
settled.

The financial result for the year under review was a net

profit of Rs. 6.6 million as agalnst a net profit of Rs. 12.4
millon for the previous year, showing a decrease of Rs. 5.8
million

The factors contributing to the adverse variance in the
financial results are given below :

Effect on current

years financial No comments
results
Favourable Adverse

Rs. (million)  Rs. (million )

Decrease in contribution from :

Paddy trading 1.5

Rice Marketing 54

Increase in administration and

establishment expenses (8.4
48
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32

Increse in contribution fram

Privaze mill operations 12.9 —
Opersations In other foed crops .~ 2.2 —
Rice Processing &
Development Centre 1.5 —
Operation of Athuruboga Sale 0l —
Operations of Board Mills . 0.8 —
Decrease in interest expenses _ 12.0 —n
29.5 35.3
2%.5 29.5
Variance . 5.8
Contributions made by Gavernment
and foreign agencies 32
A sum of Rs. 1,900,000/- received as 2 grant from Gov- It is noted to show
ernment to meet the operational expenses of the Rice  these amounts separ-
Processing Research & Development Centre and a ¢ ately infuture

sum of Rs. 192,700/~ received from the Commonwealth
Secretariat to finance the energy projects had not
been separately identified in the accounts

The net loss of Rs. 1,848,701/~ sustained by the Rice Pro- Agreed
cessing Research & Development Centre for the year under

review and the expenditure of Rs. 24,402/- incurred on the

research projects had been set-off against the contributions

of Rs. 1,900,000/- and Rs. 192,700/- respectively and the

balances shown under creditors
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