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SRl LANKA
NATIONAL SALT CORPORATION

Administrative Report, Final Accounts, Auditor General's

Report and Comments on the Audit Report for 1986

110, Sir James Peiris Mawathe,
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SRI LANKA NATIORAL SALT CORPORATION

COLOMBO 02

REPORT OF THE BOARD OF DIRECTORS FOR THE
YEAR ENDED 3lst DECEMEER, 1986

This report reveals the activities of the Cerporation for the year ended 3ist
December 1986. The Beard of Directors consisted of the following members:

I. Mr. L. B. WYerapitiya - Chairman!Managing Director
2. Mr. W. A. lJayasundera — Working Director

3. Mrs. K, Katugampola — Working Director

4, Mr. H. H. P. 5. Wijayapala — Director

5. Mr: Derek J. P. Fernando — Director

6, Mr M. A. Thassim —  Director

7. Mr. M. N. M, Abdul Haseeb — Director

22 Board Mestings were held during the year under review. The Directors took
a keen interest in the activities of the Corporation. Their fuliest co-operation was extended
in the activities of the Corporation as well as In attending the Board Meetings.

During 1986 there were 1100 permanent employees attached to the Corporation
The total number of permanent employees could be catsgorised as follows,

Executive grades —_ 57
Supervisory grades —_ 50
Clerical & Allied grades — 162
Manual and Operative —- 339
Other Minor employees — 435

TOTAL — oG

There has not bzen any significant increase or decrease in the number of employment
during {986, The number of non-permanent employees attached to the Corporation durlng
1986 was 1338. This amount included casual, temporary, seasonal and trainees. Seasonal
employces were specially employed during the harvest season. About [5 trainees were
attached to the Corporation during 1984. As in the previous years. the permanent employees
too were sent for training programmes to the Mational Institute of Business Management-
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Salt Preduction

The Salt production for 1986 was 102, 320 Metric Tonnes. This was 34. g% higher
than the production in 1985 and 459% lower than the budgeted production for 1986. The
main reason for the inability to achieve the budgeted production for 1986 was the increased
terrorist activities in the North and East, which compelled the Corporation to drastically
reduce it's operation in these two regions. The Salt productionfor 1986 from the Northern
and Eastern Salterns were 739, below the budgeted production for 1986. Production of Salt
in the Woestern region fell short of the budgeted production by 459, due to high rainfal]
in the region.

Details on rainfall and the Sait production for (986 are as follows.

Region Saltern Production in M/T.
1986 1985
Northern
Elephant Pass 13,210 8,056
Kurinchative 3,144 10,011
Eastern
Nilaveli — 130
Kumburupiddy — =
Southern
Maha Lewaya 43,259 30,647
Palatupana 5,585 4,641
Bundala 6,815 11,937
Westarn
Palavi 12,015 1,459
Puttalam 14,475 6,129
Mannar 1,540 877
Nachchikalli 1,573 83
Kalpitiya 194 1,869
Karativu 507 75

102,320 75919

Rainfall for 1986 in (Millimeters)

Saltern Jan-Sept June-Sept Cct. - Dec
Total Average Total Averoge Total Average
Elephant Pass 617 69 12 3 632 211
Palavi 591 66 20 5 764 255
Maha Lewaya 617 69 150 27 426 142

Quality Control

As during previous years Salt produced by the Corporation was subjected to
Stringent quality control and as a result the quality of Saitissued to the public in 1986
was well within the specifications of the Sri Lanka Standard Institution for edible Common
Salt.

2


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/

Sale of Salt

95,852 Metric Tonnes of Common Salt was sold during the year under review,
(n 1985 the sale of Salt was [03,872M/T. The turnover with respect of the major product
(Common Salt) was Rs. 46,016,494/- in 1986 as against Rs. 52,563,000/- in 1985, A Metric
Ton of Common Sait was sold at Rs. 493/- (without bags ex-saltern) The main buyer of
Common Salt was the co-operative societies as usual. The stock of Salt as at 31 - 12-86
was 103, 112 Metric Tonnes. Apart from this the Corporation expended its sales in by.
products, The Corporation initiated a programme of promoting sales of lodised Salt in
goitre endemic areas in Lanka.

CAPITAL WORKS

Maha Lewaya

Conversion of crystallisers to transport was in progress. Construction of permanent
watcher huts and repairs to minor employeas quarters were done during the year.

Koholankala Lewaya
Work of the Regional Managers quarters was done, and work relating to irrigation
type main siuices with a locking devise was in progress.

Financial Results

The to:al turnover of the Corporation for 1986 showed a marked increase. Tha
total turnover for 1986 was Rs. &4.1 million compared to Rs. 596 million in 1985.
There was a sharp increase in the sale of salt based products particularly packeted salt.
The turnover over on salt based products increased from 7 millien in 1985 to 18 million
in 1986, while turnover on packeted salt alone increased from Rs. 25 million in 1985 to
Rs. 12.9 million in 1986. This offset the drop in the sale of common salt from
Rs. 52.5 million in 1985 to Rs. 48.0 million in 1986,

Although the total turnover for the year showed an Increase the cost of salas
rose considerably thereby reducing the gross profit from Rs: 9.2 million in 1985 to
Rs. 11,0 million In [986. fhis results in the net profit before tax falling to Rs. 2.280 mlililion
compared to Rs. |1.492 million in 1985.

Capital Empioyed

The Capital Employed during the year was Rs. 76,760,588/, = This included Rs, 13,334,000-
contributed by the Goverament.
Working Capital

The Working Capital of the Corporation as at 3|st December 1986 was Rs, 41,910,850/-
compated to Rs. 45,517,587/~ at che end of 1985, Fixed Daposit withdrawals during the
year amounted to Hs. 2 million. ;

Appropriations

The net surplus for the year after providing Rs. 1,000,00/- for Income Tax and
Rs. 300.000/- for Deemed Dividend Tax amounted to Rs, 1.019.598/- which was transferrad
to Fixed Assets Replacement Reserve.

Salt Stocks

Salt Stocks as as 31-12-1986 amounted to Rs. 26.538.296/- as compared Rs. 27.948.548
at the end of 1985. Of this the stock of common salt amount to Rs. 26,270,461 /-
Debtors

Salt Debtors as at 31.12.1986 stood ar Rs. 460,313 on a total Turnover of
Rs. 64. million. The corresponding figure for 1985 was Rs. 172.416/-. The Credit Sales
were confined to Government departments and Corporations,
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BALANCE SHEET AS 3ist DECEMBER

Note
FUNDS EMPLYED
Capital:- (A) Authorised
(B) Contributed !
Reserves 2

Sub Total

Long term Liabilities
Deputy Secretary to Treasury

Total Funds

Represanted by
Fixed Assets (Written Down Valuye) 3
Development works

Capital work in progress 4
Sub Total
Working Capital
Current Assets 5
Less:- Current Liabilities 6

Working Capital
Total net Assets

NOTES ON THE BALANCE

(1) Capital Contriputed

Government Contribution
Value of Assets Transferred (form salt Dept

Total

(2) Reserve
Capita! Reserve

Genera| Deavelopment Rescrve
Fixed Assats Replacement Reserve

Epsem salt plant 0
Bundala Development W
Rehabilitation o
Salt based [ndustries pae
Total
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LANKA NATIONAL SALT CORPORATION

3rd December 1957 under Section 2(l) of the
Corporation Act No. 49

1986
1986 1985
Rs Rs
33,600,000 33,600,000
14,800,440 14,800 440
61,844,652 60,825,054
76,645,092 75,625 494
115,496 115,496
76,760,588 75,740,990
18,578.729 17,389,512
8,013,496 8,013,456
8,257,513 4,820,385
34,849,738 30,223,393
58,548,439 64,979 847
16,637,588 19,462,250
41,910,859 45,5,7,597
76,760,588 75,740,990
SHEET

1985 (986

Rs. Rs.
13,334,000 13,334,000
1,466,440 l,466,000
14,800,400 14 800,440
18,857,725 18.858,725
22,273,762 21,254, 165
4,745,000 4,745,000
2,250,000 2,250,000
1,717,164 1717,164
_ 12,000,000 12,000,000
61844 652 60,825,054

s
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(3) Fixed Assets 1986 1985

At Cost Written Comulative
Down value  Depreciation

Rs. Rs. Rs.

Lands 865 BeS =

Buildings New 1,587,653 6,448,440 2,139,214
. Buildings taken over 556,776 21,503 534,273
Motor vehicles 3,509,656 1,772 762 1,736,894
Tractors & Trailers 7,946,236 2,037,179 5,909,057
Railway & Roilings stocks 5,292,112 80,633 5,211,479
Salt washing & crushing unit 322,330 181,747 140,583
Epsom salt plant 3,391,370 1,602,132 1,729,238
Refined salt plant 50,050 33,635 16,415
Cranes & other plants 1,761,987 954,068 807,919
Loading Ramp 77,723 63,213 14,510
Weighing Machines 1,313,360 729,996 520,364
B enerator 325,573 193,905 131,669
Electrification  scheme 1,069,796 631,963 437,832
Water supply 659,512 977,561 272,951
Pumps and other Accessories 6,022,149 1,602,249 4,419,900
Tools & implements 1,139,112 627,157 511,961
Sundry Tools 202,620 44,323 158,287
Laboratory equipments 148,715 101,262 147,462
Furniture Fittings & Office equipments 2,109,126 938,909 1,170,247
Reference Library 66,936 28,088 38,841
Television 61,842 43,139 18,704
Disposal Account 656,535 — 656,535
Total 45,303,05) 18,572,729 22,724,322

1986 1985

Rs. Rs,

(4) Captial work in Progress:-
Developments works 6,511,582 2,897,783
Other Capital works 1,745,931 1,922,602
Total 8,257,513 4,820,385
(5) Current Assets
Stocks -Note 7 45,458,645 48,148 530
Debtors 5 8 7,993,326 7,537,465
Short term investments (Fixed deposits) 7,000,000 5,000,000
Finished goods shortages 26,625 —_

Cash shortages 22,174 22,174
Cash in transit 124,119
Cash and Bank balance 500 521 1,691,098
Total 58,547,438 64,979,847
5
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(6) Current Liabilities

Fines Fund
Workmen's Compensation
Deposits Note ¢
Salt creditors
Sundry creditors
Contriburion to Consolidated Fund
Deemed Dividende Tax
Provision for Gratuity
Income tax
Unclaimed Salaries & Wages
Accrned expenses
Stores excess & shortages
Total

(7)Stocks

10.

Salt stocks ‘Note |0
Stotes materilas

Difference in stores

Dispecsal Account

Redundann & Unserviciable stock
Redundant assets

Total
Debotrs
Satate Hardware Corporation
Salt Debtors 460313
Less.- Provision for bad debtors 23016
Sundry Debtors "~ 680845

Less:- Provision for bad debtors 32519

Staff loans and Advances
Deposits & Advauces Note |1

Deposits (Liabilities)
Deposits for salt
Staff security deposits
Refundable deposits

Total......

Salt Stocks
Commeon sait

— — in the crushing unit
Washed salt (bulk)
Washed salt (Packeted)
Crushed salt
Epsom salt
ledised
Gypsum
Agricultural salt

Total......

Deposits and Advances (Assets)
Savings Deposits (N. §. B.)
Deposits & Payments in advance for Purchases
Advance to Private salt producers

Tetal......

(,500,000
437,297

648,298
3,452,79
1,499,044
7,537,465

3,930,490
88,410
949,787

4,966,687

26,270,461
13,503
26,291
42,248
20,601

4,840
99,266
92,086

80,660
1,418,384

1,499,044

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

1986 1985
Rs, Rs.
71,159 66,713
98,984 59,984
4,966,687 3,919,245
626,999 —
2,683,701 2,559,863
4,306,445 6,478,535
300,000 i
e 51,581
746,236 3,700,000
432 534 394,879
2,430,382 2,219,587

13.461 11,863
16,637,588 19,462,259
26,538,296 27,948,548
15,258,046 16,537,679
2,235,070 3,235,070

133,829 133,829

281,322 282,322

12,082 12,082
45,458,645 48,148,530

1,500,000
172416
ol 8621 163,795
1417318 —
24109 1,393,209
T 3 538,577
1,398,345
T 7,993,926
2,652,195
83,839
1,183,211
T 3,919,245
27,645,861
41,064
67,444
15,892
177,927
360
27,948,548
80,660
1,044,663
273,022
T 1,398,245
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PROFIT AND LOSS ACCOUNT FOR THE YEAR
ENDED 3ist DECEMBER [986

Notes
Gross Trading profit !
Less: Expenses
Establishment 2
Administration 3
Selling and Distribution 4
Research and Development 5
Total
Net Trading profit
Add:~ Other Income 6
Less;- Abnormal loss
Net profit before Taxation
Less:— Provisions 7

Net Profit Aftar Provislons

Add/(Less) Adjustment in respect of
Previous year

Profit avallable for appropriation

Less:- Appropriations 8

Balance profit carried forward

NOTES ON THE PROFIT

I, ' Gross Trading Profit
On Common salt
On sall based products

Total

2. Establishment Expenses
Rent, Rate & Taxes
Power and lighting
Water supply
Work shop & stores expenses
Maintenznce of Building

Depreciation - Tools 25537
- Furniture &
- fittings 84390
- Generator 22972
- Buildings —

Totai
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1986 1985
Rs, Rs.
11,055,427 19,221,663
317,580 393,429
8,480,879 8,319,750
640,955 607,235
436,052 441,519
9,875,466 9¢761,933
1,179,961 9,456,730
1,100,762 2,698,964
2,280,723 12,158,694
e 666,449
2,280,723 11,492,245
1,300,000 8,200,000
3,292,245 980,723
38,875 (1,723,472)
1,019,598 1,568,773
1,019,590 1,568,773
Nil Nil

AND LOSS ACCOUNT
3,485,113 17,193,599
7,569,314 2,028,064
11,055,427 19,221,663
11,000 50,540
99,183 92,653
27,020 29,045
2,479 9,084
39,681 79,208

24853

87219

22965
138,217 1180 132,899
317,580 393,429
7
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8A

Research and Development

Salaries and wages

Bonus

Laboratory Maintenance
Depreciation - Lab equipment

Total
Other Income

Interest on loans to staff

Rent raceived
Tender documents

Fixed deposit interest
Auction sale

Profit on sale of fixed asset
Sundry income

Provisions

Provision for income tax
Contribution to consolidated Fund
provision for deemed divindents

Total
Appeopriations

General Development Reserve
salt based Industries ,,
Fixed Assets Replacement ,,

Total

Staff Payments - Administration

Salaries

Overtime & Holiday pay

Provident Fund & Trust Fund
(Corporation contribution)

Bonus

Cencessionary season tickets

Gratuity

Medical Expenses

Pensionery contributions

Uniform

Welfare

Training, Scholarship & Semijnars

Total
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1986
Rs.

330,840
48,507
41,538
|5,167

436,052

281,289
60,046
13,800

347,500

342,417
55,710

1,100,765

1,000,000

300,000

1,300,000

1,109,598

1,109,598

3,441,986
510,410

961,604
512,229
13,818
300,000
48,686
110
48,939
83,029
25,035

5,945 846

1983
Rs,

310,330
49,881
64,436
16,872

44!,5!?

245,659
38,704
1,595

1,592,500

392,993

131,870

285,647

2,698,964

5,700,000
2,500,000

8,200,000

1,568,773

1,568,773

3,113,380
306,670

893,317
488,534
12,048
300,000
57,209
105
47,307
126,264
64,568

5,409,402

———r.
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Administration Expenses

Directors' fees
- Remunerat
- Entertainment
- Travelling

Staff payment (3A)
Accounting fees

Hews papers & periodicals
Audit fees

Legal fees

Bank charges

Printing & stationery
Postage & Telecommunication
Press notices

Travelling, subsistance and duty

warrants
Insurance - Fidelity
Gurantee
- Safe & cash
in transist
- Stores

Donation & cultural expenses

Moter vehicles running expenses
Maintenance of office equipment

Office expenses
Sundry expenses
Depreciation ~ Motor vehicles

- Reference library

Selling and Distribution Expenses

Provision for bad debts
Publicity
Stores expenses
— Salaries & wages
— Bonus
- Power & lighting
- Other expenses
Depreciation weighing
— Machines

Total
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1986 1985
Rs. Rs.
10,800
26,243
17,281 76,068 54,224
5,945,846 5,409,502
4,250 —_
5,033 1,865
60,000 60,000
68,595 124,899
32,055 33,609
209,020 214,546
148,485 96,605
148,538 178,676
420,428 376,573
5,433
2,318 13,657 14,751
38,981 270,440
1,003,701 1,066,206
26,693 59,367
81,412 107,654
|,748 £
247740
3193 196,349 250,933
8,480,879 8,319,750
32,367 s
33,027 106,039
314,479
53,275
64073
124,711 573,056 498,538
— 2,505 2 658
640,055 607,235
9
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SR R ST e

TRADING ACCOUNT FOR THE YEAR ENDED 3ist DECEMBER

(EXCLUDING - SALT BASED PRODUCTS)

Sales
Less:- Business Turnover tax
Net sales

Less:— Cost of sales
Cost of Common salt
Issues expenses

Gross Trading profit

Notes on Trading Account
I, Sales
Common salt - local sale
- Released for export

Add.- Poly propylene bags

2. Cost of sales - Common salt
Stock as at Olst January 1986
Add:-

Production during the year
Purchasel = 5
Cost of transport of salt to store

Less:- Transferred to washing unit
" washing & crushing unit

Less;- stock as at 3ist December 1986
Cost of sales

3. [lIssue Expenses
Materials
Wages
Provident Fund & Trust Fund
(Corporation contribution
Export expenses
Depreciation (Weighing machines)
Other expenses

% Including Rs 1940/- for Depreciation of Loading Remp,

10
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Total

Notes

noolaham.org | aavanaham.org

1986

1986 1985

Rs. Rs.
46,016,494 52,563,108
2,250,427 2,514,068
43,766,067 50,049,040
37,810,081 28,835,126
2,469 873 4,020,315
40,279,954 = 32,855,44|
3,486,113 17,193,599
45,418,540 50,014,458
e 206,087
45,418,540 50,220,545
597,954 2,342,563
46,016,494 52,563,108
27,903,292 21,980,743
33,775,108 31,492,594
5,770,124 3,188,697
579,114 1,041,218
68,027,638 57,703,252
2,634,344 453,335
1,312,752 768,930
3,947,096 1,222,265
64,080,542 56,480,987
26,270,461 27,645,861
37,810,981 28,835,126
650,075 2,201,816
1,522,274 41,497,044
219,693 213,068
2t 4,999
52,900 63,987
24,661 38,401
2,469,873 4,020315
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TRADING ACCOUNT ON SALT BASED PRODUCTS

FOR THE YEAR ENDED 3Ith DECEMBER 986

Notes 1986 1985

Rs. Rs.
Sales 1 18 054,337 7,003,015
Lesss:- Business turnover tax 782,227 336,885

17272110 6,666,130

Less:- Cost of sales:—

Washed salt in bulk 2 10,717 2,372
Crushed salt in bulk 3 2,173,238 1,329,299
Washed salt packeted 4 6,890,634 1:552,062
Epsom Salt 5 549,974 1,663,776
lodised salt 6 5,035 3,846
Gypsum & Agriculture 7 73,197 86,711

9,702,795 4,638,066
Gross Trading Profit 7,569,315 2,028,064

A — Included under common salt Rs 162,014

NOTES ON SALT BASED PRODUCTS TRADING ACCOUNT

I. Sales 1986 1985
RS; Rs.
Woashed salt in Bulk 19,429 7,109
Crushed salt in bulk 4,782,876 3,596,842
Washed salt packeted 12,914,868 2,571,693
Epsom salt 57,886 523,163
ledised salt 34,393 32,178
Gypsum & Agriculture salt 244,885 277.040
Total 18,054,337 7,003,015
2. Cost of Sales washad salt in Bulk
Stock as at Olst January 1986 37,008 5,120
Add:- Transferred from washing unit —_ 23,753
Damaged packets 14,563
37,008 43,436
Less:— Stock as at 3ist December (686 26,291 41,064
Cost of sales 10,717 2,372
3. Cost of Sales - Crushed Salt in Buik
Stock as at Olst January 1986 15,892 20,438
Add:- Transferred from Crushing unit 2,177,957 1,324,753
2,193,839 1,324,191
Less:- Stock as at 3ist December 1985 20,601 15,892
Cost of sales 2,173,238 1,329,299
11
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4. Cost of Sales - Washed Salt Packeted

Stack as at Olst January 1986
Add:- Transferred from packing unit

Less:- Stock as at 3lst December 1986
Shortages

Cost of sales
5. Cost of Sales - Epsom Salt

Stock as at Olst January 1986
Add:- Production

Add:- expenditure for the year

Less:— Stock as at 3lst December 1986
Cost of sales

6. Cost of Sales - lodised Salt

Stock as at Olst Jaunary 1986
Add:- Production

Less:—~ Stock as at 3ist December 1986
Cost of sales

7. Cost of Sales - Gypsum & Agriculture Salt

Stock as at Ol st January 1986
Add:- productjon

Less:- Stock as at 3lst December 1988
Cost of sales

1985 1986

Rs. Rs.
76,731 812
6,885,777 1,518,694
6,962,508 1,619,506
42,248 67,444
29,626 —

6,890,634 1,552,062

177,927 835,107
g3 1,006,596

177,927 1,841,703
372,047 —

549,974 1,841,703
— 177,927

549,974 1,663,776

1.398 874
7,477 3,332
8,875 4,206
3.840 360
5,035 3,846

91,584 .
142,965 86,711
234,549 86,711
161,352 o

73,197 86,711

SALT WASHING AND PACKETING ACCONKNT FOR THE YEAR

ENDED 3ist DECEMBER 1986

Washing Uuit
Raw salt washed
Labour
Transport
Other expenses
Deprecition

Total cost of producition

12

Digitized by Noolaham Foundation.

noolaham.org | aavanaham.org

1986 1985
Rs. Rs.
2,634,344 453,335
1,224,129 117,272
90,783 35,090
6,118 2,828
23,9‘96 26,843

3,979,370 636,368
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1986 1985
Rs. Rs.
Less:- Transferred to trading account-
washed salt in bulk —_ 23,753
Transferred to crushed salt trading AlC 53952 —
. lodised salt i 5,i02 ==
Cost of washel salt transferred to packetint unit 3,920,316 611,615
Packting Unit
Cost of washed salt transferred from washing nnit 3,920316 611,615
Damagas — (14,562)
Polythene bags 1,738.760 774,605
Labour 1,224,129 232,215
Other expenses 2,573 14,821
Cost of packed salt transferred to traping Account 6,885,777 1,618,694

SALT WASHING AND CRUSHING ACCOUNT FOR THE YEAR ENDED

3ist DECEMBER 1986

1986 1985
Rs. Rs.
Stock as at Ol st Junary (986 — —
Add{- Transferred from common salt stock 1,312,752 768,930
Transferred from washed salt stock 53,952 —
1,366,704 768,930
Less:- Stock as at 3ist December 1686 13,503 —
i,353,201 768,930
Labour & transport 204,872 271,814
Materials 517,792 239,714
Power & lighting 84,514 40,809
Other expenses 19,323 275
Depreciation 620 7,263
Total cost 2,180,322 1,328,085
Less:- Transferred to Trading account lodised salt 2,375 3,332
Cost of crushed to trading account lodised
Trading Account 2,177,947 1,324,753
EPSOM SALT PRODUCTION ACCOUNT FOR THE YEAR
ENDED 3Ist DECEMBER 1986
1986 1985
Rs. Rs.
Labour — 450,403
Power — 48,905
Indirect Materials — 70 351
Depreciation _ 322,350 402,934
Other expenses 49,697 25,003
Cost of production transferred
to trading Account 372,047 1,006,597
13
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SALT PRODUCTION ACCOUNT FOR THE YEAR ENDED
Jlst DECEMBER 1987

Corp. Salterns Private Salterns
286 1985 1986 1995
Rs. Rs. Rs. Rs:
Direct Charges
Brine circulation - &
Preparation of bedh 5,276,579 5,191,725 306,228 318,578
Collection & Transpoat 5 596,466 5,040,294 165,528 235,349
Storage of salt 1,760,613 1,832,585 150,262 147,599
Sait' purchase - — 3,015,236 257,804
Sub total 12,633,558 12,633,605 3,637,252 959,330
indirect Charges
General stores & Mateirlas 757,765 754,250 71,961 72,536
Workshop tools 2,007,216 1,899,588 3,723 2,991
Security 3,755,684 3,120,629 1,036,813 931,032
Provident Fund & Trust Fund
(Corp. Contribution) 1,981,940 1,792,294 155,164 194,427
Sub Total 8,502,505 7,566,761 1,267,668 1,167,986
Cost of salt on platform 21,136,163 19,631,366 4,904,920 2167316
Add - Regional Overheads:-
Staff Amenities 2,290,161 1,966,792 110,460 177,660
Establishment exPenses 10,022,179 9,619,602 732,137 829,988
Depreciztion 326,605 274,834 13,607 13,743
Sub Total 12,638,945 11,861,228 856,204  §,021,381
Total cost of Production 33,775,108 3I,‘_§92,594 5,761,124 3,188,697
Production during the year Kgs. 85,569,553 73,289,900 14,751,309 2,628,857
AVYERAGE COST PER M.
On platform 247.01 267.86 292.81 824 43
At Reglon 394,71 429.70 343.92  1,212.96
14
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Auditor-General's Department
Torrington Square.

Colembo 7.

Telephone: 91151 Sri Lanka.
August 31, 1987,

My No. LIE/C/Salt/85

The Chairman,
Srl Lanka National Salt Corporation,
Colombo 2.

Report of the Auditor General on the accounts of the Sri Lanka National Salt
Corporation for the year ended December 3!, 1986 in terms of
Section 14 (2) (c) of the Finance Act, No. 38 of 197l.

The audit of the accounts of the Sri Lanka Natlonal Salt Corporation for the year ended
December 31, 1586 was carried out under my direction in pursuance of the provisions in
Article 154 (1) of the Constitution of the Democratic Socialist Republic of Sri Lanka read
in conjunction with Section 13 (l) of the Finance Act, No. 38 of 1971. My observations
which | consider should be published with the Annual Repor: of the Corporation in terms
of Section 14 (2) (c) of the Finance Act appear in the paragraphs that follow. A detailed
report in terms of Section 13 (7) (a) of the Finance Act was forwarded to the Chairman
on 2 June 23, 1987.

1:2 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 transaction.
The scope and extent of such review and tests were such as to enable as wide an audig
coverage as possible within the limitations of staff, resources and time available to me.
Sub-secticns (3) and (4) of Section 13 of the Flnance Act give discretlonary powers to the
Auditor General to determine the scope and extent of the audit.

2. Accounts
2:1 Opinion

Subject to my comments appearing in this report, | am of opinion that the accounts
presented have been satisfactorily prepared on the basis of generally accepted accounting
principles applied on the basis consistent with that adopted in the proceding year.

2 : 2 Financial Results

According to the accounts, the working of the Corporation for the year ended
December 3). 1986 resulted in a net profit of Rs. 2,280,724 before charging income tax
as compared with a net profit of Rs, 11,492,245 before charging income tax for the previous
year,

15
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The following table gives a summary of the financial results at various stages.

(a) Gross operating profit

(b) MNet operating profit

{¢) Net profit before tax
(inclusive of non-
operating profit)

(d)

Net profit after tax

1986

.

Rs.

11,055,428
1,179,962

2,280,724
1,280,724

Depreclation charged in the accounts was as follows :

Depreciation

The following statement gives a summary of the financial re
review and the proceding year and the appropriation of profit,

Year ended December, 3|

Sales
Local
Export

Business Turnover

Tax
Cost of sales

Less :

Less :
Gross operating profit

Less :

Administration Expenses
Establishment Expenses

Selling and Distribution Expenses
Research & Development Expenses
Net operating profit

Add : Income from other sources

Less : Abnormal loss

Nett profic before tax
Less : Provision for tax

Net profit after tax

1986

e

Rs.
2,185,217

1985

Rs.

19,221,663
9,459,729

11,492,245
5,792,245

1985%
Rs.

2,255,027

sults for the year under

Less : Contribution to Consolidated Fund

Less : Deemed division tax

Less : Write-off (Chavakachcheri Scheme)

Add/ less): Adjustment in respect of previous year
Net profit available for appropriation

Less ; Appropriation

Fixed Assets Replacement Reserve

16

1986 1985
Rs. Rs. Rs. Rs.

64,070,831 59,360,035
TS __._ 206,087
64,070,831 59,566,123
3,032 654 2,850,953
61,038,654 56,715,170
49,982,749 37,493,507

11,055,428 19,221,663
8,480,179 8,319,750
317,580 393,429
640,955 607 235

436.052 9875,466 441,520 9,761,934

1,179,962 9,459,729

1,100,762 2,698,965

2,280,724 1,2158,694

P 666,449

T 2,280,724 11,452,245

1.000,000 5,700,000

1,280,724 5,702,243

= 2,500,000

1,280,724 5,792 245

300,000 =

~ 980,724 3,292 245

00T 532,220

T 980,724 2,760,025

38,734 (1,191.253)

1,019,598 1,568,772

(,019,598 1,568,772

NIL NIL
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2:3., Financial Structure

The Financial structure of the Corporation as at December 31, 1986 as compared with
that as December 31, 1985 is given below.

As at December 31, i986 As at December 31, 1985

Rs. Rs. Rs. Rs,

Resources
Capital Contributed

by Government 14,800,440 14,800,440
Capital Reserves
General Development Reserve 18,858,726 18,858,726
Fixed Assets

Replacement Reserve 22,27,3762 21,254,164
Epsom Salt Plant Reserve 4,745,000 4,745,000
Reserve for Salt Based Industries 12,000,000 12,000,000
Bundala Development Reserve 2,250,000 2,250,000
Reserve 1,717,164 61,844,652 1,717,164 60,825,054
Longtom Liabilities 115,494 115,496

776,760,588 ©75,740,900
Utilisation L e
Fixed Assets at written down value 18,578,729 17,389,512
Development works (completed) 8,013,496 8,013,497
Capital works-in-progress 8,257,513 4,820,385
Net current assets (working capital) ___-fil.950,850 45,517,597
76,760,588 775,740,990

. s T

2: Source and Application of Funds:

The following statement shows the source and application of funds of the Corporation
for the year under review.

Source :
Rs. Rs. Rs.
Net profit before taxation : 2,180,874
Add : Adjustments in respect
of previous years 38,874
2,312,598
Add : Items not involving
Movement of funds
Depreciation 2,185,217
4,504,815
Less : Application of Funds
Acquisition of Fixed Assets 3,374,433
Capital Vorks 3,437,128
Income Tax 3,953,764
Contribution to Consolidated Fund 2,172,090 12,937 415
Decrease in working capital as analysed below: 8 432,600
17
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Effect on Working Capital

Increase Decrzase

Rs. Rs. Rs.
Stocks 2,691,483
Debtors 456,461
Short Term investments 2,000,000
Finished goods shortage 29,626
Cash and Bank Balance 1,314,689
Fine Fund 4,446
Deposits 1,047,442
Creditors 750,837
Provision for gratiuity 51,581
Unclaimed salaries and wages 37,655
Accured expenses 210,794

81,207 8,513,807 8,432,600
2:5. Comments on Accounts
2:5;:1 Fixed Assets-Rs. 18578729

(a) This represented the book balance,

(b) The Physical wverification of Fixed Assets carried out at the end of the year
1985 had not covered entire assets and the verified balances had not been
reconciled with the book balances. Shortages and excesses had not baen determined
and adjustments had not been made in the accounts. There had been no
verification in 1986.

(c). I8 vehicles valued at Rs. ,013,700 belonging to the Corporation had been in
the custody of Sri Lanka Army at Elephant pass. The Corporation had not
received confirmation with regard to physical existence of these vehicle.

2:5:2. Epsom Flant- Rs. 3,331,370
The Corporation had decided to close down this plant in 1985, Since then
the machinery and equipment belonging to the plant had been idling as they had
not been disposed of,

2:5:3, Development works Rs. 8,013,496
Capital works in progress - Rs. 8,257,513

(i) Details of development works and capital works in progress were not made
available for audit

(i) Works in progrees in Palavi saltern as at December 31, 1986 amounting to Rs.
19,48! had not been included in the capital works in progress account,

(ili) Works completed during the year amounting to Rs. 49,300 had not been transferred
to Development works completed.

2:5: 4. Depreciation
Rates of depreciation in respect of the following assets appear to be inadequate.
Assets Rates adopted
Motor vehiclee 169,
Epsom salt plant 1004
Televisions 105
Refined salt plant 109%
18
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2:5:5

Salt Stocks - Rs. 26,538,296,

(!} The book balance of common salt amounting to Rs. 26,270,461 as at December

(i)

2:5:6.
(1)

(i)

2:5:7.
(M
(i)

31, 1986, is included in the above figure. However the Board of Survey appointed
by the Corporation had estimated the value of common salt stocks at Rs,
20,618,274 on the basis of the technical formulae adopted by the Corporation,
If the valuation of the Board of Survey is accepted, the financial result would
not be a profit as reflected in the accounts but a loss. The Chairman explained
that the accounting policy of the Corporation had been to take the booked
quantity of salt as experinnce had shown the in hed been a better indicator of
the stock level compared with the verified stock, He added ‘the year end
verification of stocks is not obtained by weighing, but by measuring the length,
width, base and height of individual salt heaps to obtain the volume. The volume
of each heap is then multiplied by the densicy of salt (which, varies from 55
Ibs. per cubic foor to 64 pounds per cubic foot) to estimate the welght of tha
heap ie Toni. The Board of Survey obtained individual measurements on 487
heaps of common salt and arrived at a quantity of M/Tons 83,719 as at 13-12-86
The bocked quantity of common salt as at 31-12 1986 was 103, 112 Metric Tons.
The reasons for the verified quantity being less than the booked quantity are

due to:

(a) Compacting: Over 2 period of time the heap gets compressed
resulting in linear measurements being lower.

(b) Deformation; Measurement errors appear in heaps that are deformed.”

The Board of Survey veport in respect of Northern Region for 1986 revealed
that some heaps of salt in Kurinchativu saltern formed in 1984 wers not utili-
sed by the Corporation up to December 31, 1986. In this instance, the Corpo
ration had not adopted the system of issuing salt on the first in first out ba.
sis. The original quantity of 8095 Metric Tons in 1984 had been reduced to
6774 Metric Tons as at December 31, 1986 as a result of wash out.

Stores and materials - Rs, §5,258,045

Though 809 of the stores and materials had been verified as at the end of
the year, shortages and excesses had not been determined and baought to
account,

Difference between the actual stores balance and the book balance found in
1982 amounting to Rs. 3,235,070 had not been investigated upto the end of [986.

Cash and Bank balance - Rs, 500518,
This included the bank overdraft of Rs., 3,545,020,

Two bank balances totalling Rs. 789,669 could not be verfied in audit as bank
statments were not made available.
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2:5:8, Money Claims,
2:5:8:|. Debtors Balances - Rs. 7,537,465

No opinion can be expressed as to whether the valuation of sundry dedtors
shown in the balance sheat is realistic dus to the following reasons:

ltem ' Value shown
in the accounts

Rs.
I. Sundry dedtors 680,845

2. Provision for Bad Debts.
Sundry debtors 32,519

Salt Debtors 23,016

3, Miscellaneous Advances - Rs. 1,045 817

(i) Miscellaneous Advances ware as follows:
(A) Employees of the Corporation
(B) Government Institutions

(C) Private parties

(a) Debts to the value of Rs,

(b)

(©)

294,014 were outstanding fot
more than two yeare,

All the debtors had not con
firmed the balances‘

Individual debtors (travelling
advance) totolling Rs. 33,565
had not been identified in the
schedules furnished for audit,

This represented the current
provision made for bad and
doubtful dedts at 4,789, of
the total debts. No specific
provision had been made on
debts amounting to Rs.294,01 4
outstand ing for more than two
years.

This Provislon amounted to
only 5% of the total debts
and is considered to be in-
adequate,

Rs.

75,076
493,636
477,105

1,045,817

(ii) No confirmations had been received in respect of miscellanous advance,

(iii) Advance amounting to Rs, 81,530 were outstanding for more than two years, No
~ action had been taken to recover such advances during the year.

2:5:8:2. Creditors Balances - Rs. 11,200,285

No opinion can be expressed as to whether the valuation of Sundry creditors shown in
in the balance sheet is releastic due to the following reasons.
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(i) Confirmaticns had been received in respect of on[y l/ of deposits for salt
refundable deposits and sundry creditors.

(i) A sum of Rs. 220,851 had been shown as payble to the Department of Small
Industries since 1976, but no claim had been made by that department.

(i) The following credit balances had not been separately identified.

Description Value - Rs.
Workman's compensation 59,984
Unclaimed salaries and wages 432,534
Deposits for salt 4,966,687
2:5:9. Evidence for Audit.
The balances in 2 number of accounts could npot be satisfactorily vouched or
accepted in audit due to one or more of the following reasons.

{a) Nor=Reconcilation of control accounts.

(b) Absence confirmations.

(c) Absence of detailed schedules,

(d) Lack of source documents,

(e) Absence of explanation fer variations,

2:5: 10. Erroneous Charges.
Difference of Rs. 196,549 between the ledger balance and the schedule in respece
of miscelaneous advances had been written off against the profit, The approval
of the Board of Directors for this write off had not been cbtained.

2:5:11, Omissions in the Accounts.
Interest at [87 on the loan of Rs. 1,500,000 given to Hardware Corporation in
1983 amounting to Rs. 270,000 had not been brought to account.

2:5: 12. Identified Losses.

(i) An Expenditure of Rs. 5195 incurred on the repairs of the vehicles which me¢
with accidents had been written off against the revenue instead of recovering
the amount from the Insurance Corporation or the relevant parties,

(ii) A shortage of packeted salt to the value of Rs. 29,626 was observed. The
reasons for the loss could not be assertained in audit.

2:5:13 Non-compliance with obiectivas, Statutes, Laws, Rules, Regulations, etc.

An instance of non compliance observed in audit is give below.

Reference to Law Requirement Norn-compliance

Finance Act, No, 38 of The approval of the The required authority

1971 Minister of Industries had not been obtained in
& Scientific respect of the transfer of Rs,

Section 10 (2) (e Affairs with the 1,019,598 to the Fixed
concurrence of the Assets Replacement Reserve,

Minister of Finance &
planning is required
for the appropriation of
profits.
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3. Financial and Operation review.

3:1, Financial Results

The financial results for the year under review before charging income tax as per

accounts was a prefit of Rs. 2,280 724 as compared with profit of
for the previous yaar,

Rs. 11,492,245

The decrease in the profit margin for the year as compared with the previous

year was mainly due to the decrease in sale of common saic and
other sources and incraase in cost of sales as shown below.

1986 1985
Rs. Rs,
(i) Decrease in income from sale _
of common salt 45,418,540 50,220,545
¢ii) Decrease in income from other 1,100,762 2,693,955
Sources
(iii} Increase in cost of Sales 49,982,749 37,493,507

3:2. Production
3:2: |, Capacity Utilisation

income from

Amount
Rs.

4,802,005
1,598,203

12,489,242

The budgeted capacity and the actual capacity utilisation for the year under review

and the pravious year are giveu below,

Common szlt 1986 M. T 1985 &1, 7.
Budgeted capacity | 88,500 190,700
Actual Production : 102,321 75,919
Adverse Variation 86,179 i14,781

Actual production represented 547, (Approximately) of the budgeted capacity.

Crushed 3alt

Budgeted capacity 15,050 13,000
Actual production 4,768 4,914
Adverse Variation 10,282 8,086

Actual production of crushed salt had fallen for below budgeted capacity and worked out

to 329 of the budgeted capacity.
Washed (Salt Pkts.)

Budgeted capacity 1,800 _ 600
Actual production 8,782 1,958
Favourable wariation 6,982 1,358

Actual production had increased over the budgeted capacity and was 4889 of the budgeted

apacity.
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lodised sait

Budgeted capacity 50 10
Actuzl Production TN 12
(Adverse)/Favourable variation (33) 2

Actua! production in 1986 had fallen far below budgeted capacity was only 349 of the
budgeted capacity.

3.2:2. Kalpitiya Saltern

Estimated capacity of this saltern was an annual production of |00M.T. The
average annual production during last 5 years was 42M.T, per year. There had been no
production at all in 1984, Although the Purchasing value of this quantity was Rs. 25,560,
the direct expenditure in 1986 incurred this saltern was Rs. 52,388. The Corporation had
not taken action to improve the Production or close down this saltern.

3:3. idie Assets
partfculars of idle assets detected in audit appear below :
Description of item Value Period of non-use
Rs.
Redudant assets 12,082 Since 982
Motor sparas (palavi) 38,585 Since 1981
Motor spares (palavi) 163 items
value could not - Since 1981
be ascertained.
Epsom salt plant 3,331,370 Since 1985

34 Profit Margin and profitability

The following statement shows the profic marging and the return on investment for the
year under review and the previous year.

1986 (%) 1985 (%)
Gross profit margin on cost 22.11 51.26
Operating margin on total cost k&7 22.02
Net margin (before tax) on total cost 3.81 2432
Return on capital (based on the net profit
tax and interest and capital employed equivalent
to the average of the net assets
excluding work in progress) 3.27 16,30

3:5. Liquidity

Current liabilities represented 28,429 of the current assets as at the end of the year as
compared with 29959 as the end of the proceding year.

3:6. Major variations against the the budget

Major variations were observed in respect of the following items,

Favourable (F
ltem Budget Actual Variation Adverse (A)

Comimon sal¢

|. Production 188,500 M.T. 102,321 M.T 85,170 M.T. A
2. Sales Rs.56,108,000 Rs.45,418,540 Rs. 10,689,460 A
3. Cost Rs. 42,564,000 Rs. 37,810,081 Rs. 4,753,919 F
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3:7. Inventory Levels

Inventory levels vaius - wise and quantity - wise expressed in terms of number of
months consumption or sales are indicated below ‘

Type of Inventory

(a) Commen Salit

(b) Materials apd
stores

3: 8, Uneconomic Transactions.

Particulars 1986 1985
Value Rs. 26,270,461 Rs. 27,645,862
Number of months

Value- wise 5 8.3 12
Quantity 103,112,476K.g, 105,790,176K .g.
Number of months-

Quantity- wise 13 i2

(These particulars could not be worked oun as the
value of materials and stores consumed had not
been separately identified in respect of the regions)

Following instances of uneconomic transactions were brought to the notice of the
Chairman by my detailed report.

(1) Production cost

(2) Purchase of spare parts for machinery

4 Systems and controls,

Deficiencies observed during the course of audit were brought to the notice of

the Chairman of the Corporation by my detailed report, Special attention is nee-
ded in respect of the following areas of controls,

Fixed Assets.

I

2, Stores Ledger cards,

3. Redundant and Unserviscable stock.

4. Board of survey.

5. Advances to officers in the Corporation,
6. Running charts

7. Machine operating reports,

8. Purchasing,

9. Sundry Debtors and creditors.

10. lIssue of salt
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1.1
2.1
22

23
23

2.5
25.1;

25.2.

15.3.

2.5.4.

255.

Reply to &uditor Generals S [4 (2) (C) Report Dated 4th July {987

Scope ef Audit: _ Informative
Opinion : Informative
Financial Results : Informative
Financjal Structure : Informative
Source and Application

of Funds : Informative

Comments on Accounts

Fixed Assets - Rs. 18,578,729

a) and (b) Fixed Assets are verified once in two years. The last verification
was in 1985. '

¢) Vehicles valued at Rs, 1,013,700 belonging to the Corporation has been kept
in the Army Camp at Elephant Pass. The Regional Manager (N. R.) visits
the Army Camp and has reported that the vehicles not used by the Army
kept In the Camp premises,

Epsom Salt Plant: Rs. 3,331,370 ;

Spares valued at Rs; 107,897 were not purchased during 1986, The spares were
imported during 1985, Rs. 107, 897 represented the bank charges on the imported
spares.

Development Works Rs. 8,003,496
Capital Work in Progress - Rs, 8,257,513 :

i) Details of development works and Capital works are available with the
Engineering Branch.

i) Capital Works in Palavi (N. R.) completed during 1986 have been transferred
to Development works.

Depreciation : informative

Salt Stocks: Rs 26,521,289 :

i) Corporation Accounting policy has alwavs been to take the booked quantity
of salt. On grounds of consistency policy has been applied from one financial
year to the next. The reason for this is that past experience has revealed
that the booked quantity is better indicator of the stock level compared to
the verified stock.

The year end verification of salt stocks is not obtained by weighing, but by
measuring the length, width, base and height of individual salt heaps to obtain
the volume. The volume of each heap is them multiplied by the density
of salt which, varies from 55 Ibs. per cubic foot to 44 pounds per cubic foot)
to estimate the weight of the heap in Tons,
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2.5.8.

25.%.

26

The Board of Sutvey obtained individual measurements on 487 heaps of common
salt and arrived at a quantity of M/Tons 85,719 as at 31.12.1986.

The booked quantity of common salt as at 31.12.1936 was 103,112 Metric Tons.
The reasons for the verified quantity being less than the booked quantity are
due to:

a) Compacting :

Over a period of time the heap gets compressed resulting in linear measure-
ments being lower,

b) Deformation

Measurement errors appear in heaps that are deformed.

When salt is manufactured, its quantity is obtained and the salt is formed
into _heaps conforming to specifications, Individual heaps are then numbered
and thereby become identificable units of stock. The quantity in the heap
is certified by the Regional Manager and is booked in a master document
called the heap Register,

When salt ;s issued to customers, the heap from which the issue occurs is
also recorded in the heap Register. The total issue from a heap (called
the “‘outturnj’) is then compared with the quantity booked in the heap

Register. A variation of upto : 5% is accepted as normal and is adjusted in
the stock accounts.

Therefore, the most accurate measure of the weight of sale in a heap is
known only after it has been issued and the OQutturn obtained.

The salt in stock at 31.12 1986 was issued during the first few months of
this year. The annexed schedule gives the booked quantity, verified quantity
and outturn,

A heap by heap comparison of the outturn with the booked quantity reveals,
that the outturn is in excess of the booked quantity, which conclus;vely
proves that the booked quantity is more accurate that the verified quantity

iy Kurinchativu Saltern was completely Inaccessible io Corporation employees
due to the prevailing condition in the North. As a result physical issues
on a first in first out basis could not be a adopted.

iif) Difference in stores balance 1982 is being investigated.

Stores and Materials - Rs, 15,288,045

Action is being taken to reconcile shortages and excesses revealed on
contiinuous verification,

Cash and Bank Balance - Rs. 500,528

i)y The two bank accounts referred to were the People’s Bank accounts main-
tained at Paranthan. Due to Terrorist activities in the area the bank
sporadically stopped operations for a number of menths. This led to bank
clerical work, getting into arrears,
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The Regional Manager has now informed that the Bank Account will be made
available te us by the Bank in due course.

2.5.8. Money Claims:
|. Debtors Balance Rs. 7,537,465 :

Sundry Debtors
This represents internal debts such as salary advances travelling advances etc.
Action is being taken to reconcile these accounts.

2. Provision for bad Debis
All salt sales are strict;y on a cash basis, However, a few Governmeg}
Depts. Only are permitted credit sales and payment are recieved regularly.
As such the Bad debts provision on salt Debtors is Kept low,

3. Miscellaneous Advances Rs. 1,045,117

i) Those advances are paid mainly to suppliers who insist on cash payment
prior to supply.

ii) Confirmation is not obtained as the goods are received no sooner payment
made. Settlement of the advances take time due to internal documentation
delays.

iiiy Action has been taken to recover advances where there has been deiays in
receiving geods or in refunding the advances.

2.5.8. Creditors Balance - Rs, 11,200,285

This balance is made up of the following

a) Salt Creditors 626,938.40
by Sundry Creditors 2,683,701,23
¢) Deposits 4,966,687.15
d) Workmen’s Compensation 59,984.24
e) Unclaimed Salaries & Wages 432,534.00
(fy Accrued Expenses 2,430,381,28

11,200,186.63

e e —

i) All trade creditors were written to end confirmation from I51 were received.
i} This payment is for supply of Coir Bags by the Dept. of Small Industries.
iliy The sum of Rs. 4,966,687.00 shown under deposits is made up of the Follow.

ing.
a) Deposits for salt 3,930,490.00
b) Staff Deposits 86,409.54
¢} Refundable Deposits 949,787.09
4,966,687.13
a) Deposit for Salt:

This represent the money pald in by customers for which salt orders have
been issued but where the salt has not been collected as at 31.12,1986.

Tha bulk of this represents salt orders issued during the fast two weeks in
December 1986,
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b)

<)

259,

2.5.10.

2.5.11

2.5.12.

28

Staff security Deposits :

These are covered by the deposit certificates kept in the custody of the
Corporation.

Refundabje Depasit Rs. 949,787.90

A sum of Rs, 541,295/~ payable to a salt exporter was settled in early 1987.
The balance is made up of numerous Res. 500/. rafundable deposit paid in by
tenderers. Such deposit are refunded on the surrender of the cashier receipt
accepting the deposit,

Evidence for Audit:

Yearly Journal entries and supporting documents are available,

Erroneous Charges:
Rs. 96,211 /-

Of this sum Rs. 85,978.35 represented watcher’s salaries Incurred during (985,
and the balance was the difference between cost of constructing the Peace
Centre and the money reimburred by the Buddhist Society, By Board declsion
No. 86/07/99 the above sum of Rs. 96,111 was written off to profit and loss
Account.

Salt Purchases: - Rs. 8,000/-

The sum of Rs, 8,073,40 represents the balance due to private manufacturers
on account of |983 purchases and is not an advance payment. As such it has
been shown as creditors.

Difference of Rs, 196,549/-

These refer to advance payments made to Timber Corporation In 1981 and
1983 which were settied in 1984.

Sundry Debtoers - Rs. 9,562/-

Represents cummulative debtors [ Creditors balance from 1879 to 198l on account
of salary deductions and incorrect accounting when such deductions were paid.
By Board decision 87/01/264 this sum was transferred to profit, Loss Account,
Details of individual sums are available with Journal Entry No, 40,

Omissions in the Accounts:

A loan of Rs. 1.5 Miliion at 189% interest was given in mid 1983 The Hardwar
Corporation has defaulted both in the payment of interest and Capital

The Corporation has instituted legal action to recover the loan and accrued
interest due., On the grounds of accounting prudence, it was decided not to
take credit for the Interest until it was received.

Identified Losses

b) Accidents to Vehicle : Rs, 5,195/-

The Insurance Corporation by their approval letter dated |5th July 1986
and 22nd July 1986 and 22nd July 1986 have accepted full liability for the
sum of Rs, 5,195/-.
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2.5.13.

5,
3.20.

3.45.
3.5.0.
340,

37.0.
320

liy This represents the thortage of salt stocgs in Marahenpita detected during
1986. Action has been initieted by the Corporation to recover the [oss,

Non - Compliance with Objectives
Stategies Laws Rules Regulations etc.

Action will be taken to obtain the concurrence of the Ministry of Finance, to
transfer Rs. 1,019,598/ to the Fixed Assets Replacement Reserve for 1986,

Financial and Operation Review Informative
Production : Capacity Utilization Informative
Reasons for under utilisation of plant capacity and the

Supply of sea brine [ sea water to the Kalpitiya Saltern:

Salt water is suplied to the Kalpitiya Saltern by tidal action during harvest
time the demand for pumps is for in excess of the supply. The distribution
of the pumps to various paints in the saltern is done by the Regional Manager
depanding on the avaiiability, In any case it is inaccureat to state that het
quantity of brine supplled is inadeguants as the main case for the loss of drine
at Kalpitiya is see-page through the pau floor. If the mantfacturers at Kalpitiya
prepared their beds according to Instruction this seepage loss could be
substantially reduced.

idel Assets:

Redundant Assets valued at Rs. 12,082/- and Motor Spares valued Rs. I|5 478,15
at Palavi. Action is being taken to dlspose by Public Auction.

Epsom Salt Plant Rs. 3,331 370/

Action is bei'ng taken to tuese this plant,
Profitability : infermative
Liquidity : informative

Major variations against the budget

The principal reason for budget targets not being achieved were due to distur-
bences in the Northern, Eastern and Mannar Districe.

Inventory Levels: Informative
Uneconemic Transactions :
1, Production Cost of Private Saiterns
Northern Region - Rs. 138,861/-
Several attempts were made during ths year to commence prodution,

Howevert due to terrorist activities all atempts had to be abandoned,
The resulting expenditure was charged to Northern region,
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Appropriate Technology Service

J
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12 1. POINT = p;

Neg 5.9 2%

Publicity Expenses Rs, 33,087/-

Advertisements regarding washed and packeted salt are made in Journals
and cettain special publication. The object being to publice the availability of

packeted salt,
Purchase of Spare parts Machinery : Rs, 10,631/-

Bearing - No. 6201 has purchased on indent No. EN/4/CR/P/26/213, as the

partivatar bearing was not available in stock with store keeper, according

to Engineering Branch,

Lister parts to Northern Reglon - Since the items were so urgent to repeir
the pumps of lyakachchi Pump station (sweet water). Action has been taken
to purchase required items before checking the stock position from store

keeper at head office stores.

These ltems were supplled to MNorthern Region and have repaired the un.
serviceable pumps in time. Most of the lister parts in stock at head office
stores have been released in other indents received from Southern Reglon
and Northern Region. Similarly the balance few items could be utilized in

due course.

Systems & Controls :

Action has been taken to improve systems in order to maintain better

control in the utilization of resources.

CHAIRMAN / MANAGING DIRECTOR.
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