State Printing Corporation - 2023

1.2

1.3

Financial Statements
Qualified Opinion

The audit of the financial statements of the State Printing Corporation for the year ended 31 December
2023 comprising the statement of financial position as at 31 December 2023 and the statement of
comprehensive income, statement of changes in equity and cash flow statement for the year then
ended, and notes to the financial statements, including a summary of significant accounting policies,
was carried out under my direction in pursuance of provisions in Article 154(1) of the Constitution of
the Democratic Socialist Republic of Sri Lanka read in conjunction with provisions of the National
Audit Act No. 19 of 2018 and Finance Act No. 38 of 1971. My comments and observations which |
consider should be report to Parliament appear in this report.

In my opinion, except for the effects of the matters described in paragraph 1.5 of this report, the
accompanying financial statements give a true and fair view of the financial position of the
Corporation as at 31 December 2023, and of its financial performance and its cash flows for the year
then ended in accordance with Sri Lanka Accounting Standards.

Basis for Qualified Opinion
My opinion is qualified on the matters described in paragraph 1.5 of this report.

I conducted my audit in accordance with Sri Lanka Auditing Standards (SLAuUSs). My responsibilities,
under those standards are further described in the Auditor’s Responsibilities for the Audit of the
Financial Statements section of my report. | believe that the audit evidence | have obtained is
sufficient and appropriate to provide a basis for my qualified opinion.

Responsibilities of Management and Those Charged with Governance for the Financial
Statements

Management is responsible for the preparation of financial statements that give a true and fair view in
accordance with Sri Lanka Accounting Standards, and for such internal control as management
determine is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Corporation’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless management either intend to liquidate the
Corporation or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Corporation’s financial reporting
process.

As per Section 16(1) of the National Audit Act No. 19 of 2018, the Corporation is required to
maintain proper books and records of all its income, expenditure, assets and liabilities, to enable
annual and periodic financial statements to be prepared of the Corporation.
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1.4

Audit Scope

My objective is to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes my opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with Sri Lanka Auditing Standards will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material
if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with Sri Lanka Auditing Standards, | exercise professional judgment
and maintain professional scepticism throughout the audit. I also:

Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for my opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override
of internal control.

Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Corporation’s internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the management.

Conclude on the appropriateness of the management’s use of the going concern basis of accounting
and based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Corporation’s ability to continue as a going
concern. If I conclude that a material uncertainty exists, I am required to draw attention in my
auditor’s report to the related disclosures in the financial statements or, if such disclosures are
inadequate, to modify my opinion. My conclusions are based on the audit evidence obtained up to
the date of my auditor’s report. However, future events or conditions may cause the Corporation to
cease to continue as a going concern.

Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events
in a manner that achieves fair presentation.

The scope of the audit also extended to examine as far as possible, and as far as necessary the
following;

Whether the organization, systems, procedures, books, records and other documents have been
properly and adequately designed from the point of view of the presentation of information to
enable a continuous evaluation of the activities of the Corporation and whether such systems,
procedures, books, records and other documents are in effective operation;

Whether the Corporation has complied with applicable written law, or other general or special
directions issued by the governing body of the Corporation) ;
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e Whether the Corporation has performed according to its powers, functions and duties; and

e Whether the resources of the Corporation had been procured and utilized economically, efficiently
and effectively within the time frames and in compliance with the applicable laws.

15 Audit Observations on the preparation of Financial Statements
1.5.1 Non-Compliance with Sri Lanka Accounting Standard

Non Compliance with the Management Comment Recommendation
reference to particular Standard

(@) In accordance with paragraph 6 of Sri  The necessary adjustments in Accounting should be
Lanka Accounting Standard No. 12 calculating differed tax will be done in accordance with
(LKAS12), the Corporation had not corrected in the year 2024, by the accounting standard.
made the deferred tax calculation focusing on the tax base and
while calculating the income tax accounting base in accordance
expense. According to the given with Sri Lanka Standard 12.
information to the audit, the
calculated deferred tax value was
Rs.26,892,587. Accordingly, the tax
expense was underestimated by
Rs.26,892,587 due to not calculating
deferred taxes. Therefore, the surplus
of the year under review was also
overestimated by Rs.26,892,587.

1.5.2 Accounting Deficiencies

Audit Issue Management Comment Recommendation

(@ In the year under review, Since this is anexpense incurred Expenses should be

Rs.1,918,370 incurred for for revaluation, it has been correctly identified and
revaluation of land and vehicles deducted from the profit accounted for.
should be recognized as another generated and accounted for.
expense in the income statement, but
it had been deducted from the
revaluation profit by the corporation.
As a result, other expenses were
understated by Rs.1,918,370 and the
surplus and revaluation reserve of
the reviewed year were understated
by that amount.
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1.6 Accounts Receivable and Payable
1.6.1 Receivables

Audit Issue

(a) As at 31 December of the year under
review, the debtor balance was stated
as Rs.1, 008,219,259. Out of this, The
corporation had not taken actions to
settle the debtor balances of
Rs.177,816,278, which are coming
between 4 and 11 years, even at the
end of the year under review.

Management Comment

The institution does not have
any information about the
relevant debtor balance of Rs.1,
106,537,792 and this balance
states in the accounts. There is a
problem of collecting these
balances as there is not enough
information to find out at least
from which year the balance is
coming from. Also, in this
balance, the debtor balance
which exists since the beginning
of the corporation, it has been
very difficult to identify those
balances.

Recommendation

Adequate actions should
be taken to identify the
debtor  balance and
collect the debt.

1.7 Non-compliance with Laws, Rules, Regulations and Management Decisions etc.

Management Comment

Recommendation

18

Reference to Non-compliance

Laws, Rules

Regulations

etc.

Financial The Counting officer had
Regulations not made arrangements to
Code 757 (2) of clarify the facts from the
Democratic responsible officers
Socialist according to the financial

Republic of Sri
Lanka

regulations 102, 108
related to the balance of
spare parts stock storage of
Rs.15,981,605 and the
balance of hardware stock
shortage of Rs.1,588,321.

Non -compliance with Tax Regulations

Audit Issue

Management Comment

By now, a part of it had been
recognized. A proper report
regarding this deficiency will
get and accordingly,
necessary implements have
been taken to recover the
damage occurred from that
deficiency to the corporation
from the relevant parties
who involved to this in terms
of the financial regulations
102 and 108 in future.

It should be acted
in accordance with
Financial
regulations.

Recommendation

(@) In accordance with the Section 17 of
the Social Security Levy Act No. 25 of
2022, registration for social security

A request to reach an agreement
regarding the payment of the
arrears of social security levy

Tax payments must be
made on the due dates
according to the Social
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levy must be done before 01 October
2022, but the State Printing
Corporation has registered for this tax
on 02 March 2023 with a delay of five
months.  According to the tax
calendars, the tax should be paid every
month before the 20th of the next
month, but late payments of ranging
from 16 days to 310 days had been
taken by the corporation by 31
December 2023.

(b) Due to late payment of tax without

following the provisions of Section 09
of the Social Security Levy Act No. 25
of 2022, The Department of Inland
Revenue has issued assessment reports
on 23 November 2023, including taxes
to be paid for quarters 2240, 2310, and
2320 including a 10 percent penalty.
Accordingly, an additional fine of
Rs.8,839,774 had to be paid for
dealing without proper tax
management.

(c) In terms of Section 08(1) of the Social

Security Levy Act No. 25 of 2022,
according to the Social Security Levy
Act, tax reports must be submitted to
the Department of Inland Revenue, 20
days before the end of each quarter,
but the corporation has not submitted
any tax returns for the first quarter of
2022 and all the quarters of 2023.

(d) Although the Tax Act No. 24 of 2017

and subsequent amendments as well as
gazette announcements should be
based on the calculation of income tax
for the assessment year 2022/2023 in
terms of the Tax Act No. 24 of 2017
and subsequent amendments, In order
to calculate the income tax, the
corporation used a rate of 28 percent
instead of the 30 percent tax rate, the
interest of Rs.14,834,896 was not
taken in calculation of tax income and

related to the last quarter of 2023
has been made on 06 March 2024.
Arrangements are being made to
pay that amount as per the
agreement.

Although there have been some
delays due to having to pay taxes
by utilizing the income received
to the corporation with proper
management. But at the moment
there is continuous of payment
social security taxes.

In relation to the financial year
2023/24, while preparing the
income tax to be sent to the
Department of Inland Revenue,
attention will be paid to this and
actions will be taken to prepare
and submit income tax reports
after receiving the advice of
qualified tax officials.

Attentions will be paid in this
regards and actions are taking to
rectify it in 2024.

Security Levy Act No.
25 of 2022.

According to the
Social Security Tax
Act No. 25 of 2022,
the management
should pay attention to
avoid having to pay
fines by making tax

payments on the
scheduled days.
According to the

Social Security Levy
Act No. 25 of 2022,
tax returns must be
submitted to  the
Department of Inland
Revenue as required.

Tax liability should be
correctly identified in
accordance with Tax
Act No. 24 of 2017
and subsequent
amendments.
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dividend tax of
Rs.298,830,845 which was not
mentioned in the new act, was
included in the tax payable. therefore
tax liability of the corporation was not
correctly identified.

the  deemed

(e) In terms of the Section 91 of the Inland

(f)

Revenue Act No. 24 of 2017 and the

In relation to the financial year
2023/24, while preparing the

It should be done in
accordance with tax

Tax Act No. 24 of 2017 and income tax to be sent to the act bearing no.24 of
subsequent amendments, an estimate Department of Inland Revenue, 2017 and the
of the amount of tax to be paid by a attention will be paid to this and subsequent

taxpayer for an assessment year must actions will be taken to prepare amendments.

be filed to the Commissioner General
by the date of payment of the first
installment of tax but a quarterly tax
payment or a tax estimate was not
submitted by government printing
corporation.

In terms of Tax Act No. 24 of 2017
and subsequent amendments, the
interest income received from the
fixed deposit in the current year is
Rs.14,640,405. According to 6 (d) (ii)
of the first sub-schedule of the Inland
Revenue Amendment Act No. 45 of
2022, from 01 January 2023, advance
income tax (AIT) of 5 percent for
fixed deposit interest shall be deducted
by the relevant financial institution
and the said value should be deducted
in calculation of income tax as tax
debits.  However, the Printing
Corporation had not taken holding
certificates from the People's Bank
and accounted for the advance tax of
Rs.732,020 which was 5 percent of the
interest income received from the
fixed deposit.

Financial Review
Financial Result

and submit income tax reports
after receiving the advice of
qualified tax officials.

Attention will be paid in this
regards and actions are taking to
correct it in 2024.

It should be done in
accordance with tax
act bearing no.24 of
2017 and the
subsequent
amendments.

The operating result of the year under review amounted to a profit of Rs.2,629,150,960 and the
corresponding loss in the preceding year amounted to Rs.380,702,801 Therefore an improvement
amounting to Rs.3,009,853,761 of the financial result was observed. The reasons for the
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3.
3.1

3.2

improvement are mainly caused due to increase in main income by Rs.7,498,407,853 ,increase in
other operating income by Rs.81,382,614 and increase in financial income by Rs.10,871,334.

Operational Review
Management Inefficiencies

Audit Issue

The Konica minota type digital
printing machine worth Rs.7,900,000
was acquired on 14 October 2021
and fixed at the Narahenpita outlet by
the corporation, was remained
inactive until the audited date of 30
April 2024. Further ,this machine
was salvaged in April 2022 without
the written approval of any
responsible party of the corporation
and installed in the pre-processing
division of the head office of the
corporation, by paying Rs.135,000 to
the agency.

Also, due to the carelessness of the
officer who was trained to operate
this machine, it was damaged by rats
and again a cost of Rs.2,361,500 had
been paid to repair it. In relation to
the damage caused, the corporation
had not conducted an investigation in
accordance with Sections 103 (1) (c),
(¢) and (g) of the Financial
Regulations, determined those
responsible and recovered the
amount related to it or taken
necessary measures until 30 May
2024.

Operational Inefficiencies

Audit Issue

In the year under review, as the
corporation did not deliver the
printing orders on the due date,
Rs.22,079,818 related to the printing
of textbooks of the Education
Publication Department,
Rs.5,618,280 related to the printing

Management Comment

The digital printer purchased in
the year 2021 was brought from
the Narahenpita outlet to the
head office as per the
instructions of the then
Corporation Chairman due to
the inability to obtain the desired
product (due to non-availability
of customers) by setting it up at
the Narahenpita outlet. It was
placed in the process division of
the Panaluwa factory. It works

under the supervision of
Assistant Works Manager of
Process Division. The
corporation management had
taken maximum security
measures to  protect this
machine.

Management Comment

Due to the delay in obtaining the
necessary paper, board as well
as printing discs and other
printing materials under the
Indian loan scheme till the end
of April, this is not a
disadvantage for the institution

Recommendation

Assets should be
purchased after doing a
proper evaluation of the
need. Efforts should be
made to protect the
assets by using those
assets efficiently.

Recommendation

Actions should be taken
to  minimize  losses
caused by delays.
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of lottery tickets of the National
Lottery Board and Rs.2,245 related
to other printing works, totaling
Rs.27,700,343 in late payment and
fines had been charged.

Human Resources Management

Audit Issue

(@) In the reviewed year, while the

Department of Public Enterprises
had approved the recruitment of the
financial manager of the corporation
on an internal basis, the interviewing
board should have checked the
qualifications  related to the
recruitment on an internal basis and
given the relevant decision, but they
had checked the qualifications of the
external applicants and given
decisions. Also, according to the
notes given by the interviewing
board, the approval of the treasury
and the board of directors should be
obtained before appointing the
finance manager, but only the
approval of the board of directors
was obtained for the appointment of
the finance manager.

(b) In terms of experience, as per the

approved recruitment procedure for
the General Manager of the
Corporation, "Ability to bring
together professionals from various
fields and lead them as a team and
have experience in properly and
efficiently managing human
resources and other resources”
Although it was stated that, the
officer appointed as  General
Manager on 01 January 2024 has the
experience mentioned in the said
recruitment procedure, it was not
confirmed while checking his
personal file and the audit confirmed
that he only has experience in the

as deductions have been made
by comparing the actual copies
from the estimated price.

Management Comment

Due to the continuous delay in
the  amendments of the
recruitment procedure of the
corporation, it was decided to
conduct interviews in the
condition of high performance
in their duties in order to bring
fairness to the officers of the
institution.

Due to the continuous delay in
the amendments of the
recruitment procedure of the
corporation, it was decided to
conduct interviews in the
condition of high performance
in their duties in order to bring
fairness to the officers of the
institution.

Recommendation

It should be done in
accordance with the
recruitment procedure of
the  State  Printing
Corporation  approved
by the Department of
Management Services.

It should be done in
accordance with the
recruitment procedure of
the  State  Printing
Corporation  approved
by the Department of
Management Services.
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field of supply. The interview panel
and board of directors had not
checked those qualifications.

(c) As stated in Chapter 3.3 of the Code

(d)

of Guidelines for Public Enterprises
dated 16 November 2021, the
corporation had not prepared a
human resource plan.

In accordance with Establishment
Code of 13.3 of Chapter 11, an
appointment of post of acting should
be made only as a temporary remedy
of pending a permanent
appointment. If the post requires the
services of a full-time officer,
permanent appointment should be
made without delay. However, as at
31 December of the year under
review, 39 officers of the Printing
Corporation have been appointed in
different years from the year 2000 to
the year 2023 for the posts of acting.
Furthermore, those officials had
acted as acting officials from 2022 to
2023 in addition to their permanent
post duties and an allowance of
Rs.2,842,165 had been received for
that period.

(f) Although there was approval for 138

junior general production assistants
and printing assistants belonging to
the category of primary employees
of the corporation, it was observed
that the total number of redundant
employees is 64 because 202 were
hired as permanent employees.
Rs.81,401,062 were paid as wages
for these redundant employees in the
years 2022 and 2023.

No answers have been given.

No answers have been given.

No answers have been given.

As mentioned in the
guidelines, a human
resource plan should be
prepared by the
corporation.

It should be done in
accordance with Code of
Establishment.

The number of
employees required by
the corporation should
be determined correctly
and the number of staff
should be approved.
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4. Accountability and Good Governance
4.1 Corporate Plan

Audit Issue Management Comment Recommendation

In accordance with guidelines of the Answers were not given. The corporate  plan
Department of Public Enterprises should be prepared in
chapter 2.3 dated 16 November 2021, terms of

the corporate plan for the year 2023 the guidelines

was not prepared.
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