
Transactions of Paddy Marketing Board - 2023 

----------------------------------------------------------------- 

The audit of the operational activities of the Paddy Marketing Board for the year ended 31 December 

2023, 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, Finance Act, No.  38 of 1971 and Paddy Marketing Board Act 

No. 14 of 1971. My observations which I consider should be presented to the Parliament in pursuance 

in Article 154 (6) of the Constitution of the Democratic Socialist Republic of Sri Lanka appear in this 

report.  

 

1.2 Responsibilities of Management and Those Charged with Governance for the 

Financial Statements  

 

Each audit entity should maintain proper books and records of its income, expenditure, assets 

and liabilities to enable it to prepare annual and periodic financial statements on that entity in 

terms of Section 16(1) of the National Audit Act, No. 19 of 2018. The annual financial 

statements approved by the governing board for each audit entity should be submitted by the 

Chief Accounting Officer to the Auditor General along with the annual performance reports of 

those entities within such period as may be specified by the rules in terms of Section 16(2) of 

the said Act. It should be ascertained to prepare annual reports and other financial statements 

within the required time periods in terms of  Section 38(1)(d) of the said Act and in addition to 

that the Chief Accounting Officer should responsible for presenting of  the annual reports 

pertaining to the entity which was being audited to Parliament. 

 

2. Financial Statements  

2.1 Presentation of Financial Statements  

 

According to Section 6.6 of the operational manual for the public enterprises introduced by 

Public  Enterprises Circular, No. 01/2021, dated 16 November 2021, the financial statements 

and draft annual reports should be presented to the Auditor General  within a period of 60 days 

of the end of the accounting year. However, the financial statements approved by the Board 

for the years 2021, 2022 and 2023, had not been presented to the audit even by the date of this 

report.  

 

2.2 Assets, Liabilities, Income and Expenditure  

 

Particulars on assets, liabilities, income and expenditure shown in the financial statements last 

prepared by the Board for the year ended 31 December 2020, are given below.  
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Item in the Financial statement Value 

          Rs. 

Assets   

Non-current Assets  1,534,756,786 

Current Assets  8,948,890,545 

Total Assets  10,483,647,331 

Total Equity and Liabilities   

Current Liabilities  8,457,692,277 

Non-current Liabilities  16,682,223,322 

Equity (14,656,268,268) 

Total Liabilities and Equity  10,483,647,331 

Total Income 1,459,576,083 

Total Expenditure  2,857,746,967 

Deficit  1,398,170,884 

 

3. Audit Observations 

3.1 Non-compliances with Laws, Rules, Regulations, and Management Decisions  

 

            Instances of non-compliance with Laws, Rules and Regulations, etc. are as follows. 

  

Reference to Laws, Rules, 

and Regulations, etc. 

 

Non-compliance Comment of the 

Management 

Recommendation 

a)  Chapter XLVIII of the 

Establishments Code of 

the Democratic 

Socialist Republic of 

Sri Lanka. 

   

 (i) Section 6.8 An alleged officer 

against whom 

disciplinary action 

had been taken, 

accepted charges on 

25 April 2021, and 

the disciplinary 

authority has not 

taken further action 

even after 03 years.  

 

Agreed. A Board Paper 

will be presented to the 

first oncoming  meeting 

of the Board of 

Directors on this 

divisional manager, and 

further action will be 

taken on their 

instructions.  

Actions should be 

taken in accordance 

with provisions of 

the Establishments 

Code. 

 (ii) Section 13.2 The period within 

which a preliminary 

inquiry should be 

completed should be 

stated at the time of 

Agreed.  It is noted to 

do this correctly in due 

course. 

Actions should be 

taken in accordance 

with provisions of 

the Establishments 

Code. 
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issuing the order. 

However, when 

appointments had 

been made for the 

preliminary inquiry, 

the time to be spent 

thereon had not been 

mentioned. Longer 

periods had been 

spent in many 

instances.  

 

 (iii)  Section 22.1 It is the responsibility 

of the disciplinary 

authority to take 

suitable measures to 

avoid unnecessary 

delays of a 

disciplinary inquiry. 

However, 

disciplinary inquiries 

on 12 officers who 

had been interdicted 

during 2015-2023, 

were not completed 

even after 01-09 

years.  

As the files of one 

officer had been 

misplaced and age of 

the officer had 

exceeded 60 years, 

instructions were given 

by the Board of 

Directors that the 

Department of 

Criminal Investigation 

and Attorney General’s 

Department be 

informed to expedite 

the investigations and 

the progress thereof be 

informed.  

Actions should be 

taken to formalize 

and expedite the 

disciplinary 

actions. 

 

b)  Financial Regulation of 

the Democratic 

Socialist Republic of 

Sri Lanka  

   

 (i) Financial 

Regulation       

371 (5). 

The advances 

amounting to            

Rs.4,529,109 and         

Rs.7,429,415 given in 

the years 2022 and 

2023 respectively for 

expenses of the  

divisional offices had 

not been settled even 

by 30 September 

2024. Furthermore, 

the delay in settling 

the advances totaling   

Corrective measures 

will be taken in terms 

of accounting for the 

settlement of advances, 

identification of 

responsible parties, and 

taking further actions.  

Actions should be 

taken to settle the 

advances in terms 

of Financial 

Regulations.  
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Rs.8,566,981 given to 

officers of the Head 

Office in 63 instances 

during 2015-2023, 

ranged from 09 years 

and 05 months to 01 

month. 

 

 (ii) Financial 

Regulation       

371 (2) (b) 

Advances should be 

given only to the staff 

officers. However, 

advances totaling     

Rs.3,991,000 had 

been given to 05 non-

staff grade officers 

during the period 

2022-2024. 

Furthermore, having 

exceeded the limit for 

sub-imprests 

amounting to            

Rs.100,000, advances 

totaling Rs.756,250 

had been given to 04 

officers in the years 

2023 and 2024. 

Furthermore, 

advances should be 

given on a day close 

to the date of 

executing the activity 

for which the 

advance was 

required, but 

advances totaling   

Rs.710,000 had been 

given in 15 instances  

within a period 

ranging from 06 days 

to 10 months and 27 

days before executing 

the intended work. 

There also existed 

instances in which 

advances had been 

Agreed. Due to 

shortage of staff 

officers, advances had 

been given to the clerk 

in charge of the subject 

to ensure timely 

completion of duties, 

however, the Financial 

Regulations will be 

followed in due course.  

The reasons such as, 

the scheduled dates for 

the meetings of the 

Board of Directors and 

audit committees had 

been revised several 

times, advance for 

operational activities of 

the divisional offices 

had been obtained in 

advance, officers had 

obtained advances in 

considerable time gaps 

owing to vacancies in 

the posts of staff 

officers, and settlement 

of fuel advances had 

taken longer periods, 

attributed to this issue. 

Actions should be 

taken to give 

advances as per 

financial 

regulations. 

Advances should 

be given on a day 

close to the date of 

executing the 

intended work, and 

the advances 

already obtained 

should be settled. 

Circulars should be 

issued to control 

those activities.  
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given to the same 

persons who had not 

settled the advances 

obtained previously. 

 

 (iii) Financial 

Regulation      

396 (d). 

Action had not been 

taken as per Financial 

Regulations on 

cheques worth         

Rs.766,042,168 

which un-presented 

to encash for 01-08 

years with respect to 

03 bank accounts.  

 

Agreed. Action will be 

taken in terms of 

Financial Regulations 

thus extending the 

validity period of un-

encashed cheques and 

replacing the expired 

cheques with new ones. 

The Financial 

Regulations should 

be followed on un-

encashed cheques. 

 (iv) Financial 

Regulation 755. 

At the time of his 

resignation, the 

acting system 

administrator had 

handed over the files 

and equipment in his 

custody to the vice 

chairman. However, 

the vice chairman 

released to his 

permanent service 

station on 30 

November 2023, had 

not handed over the 

equipment and files 

kept under his 

custody to the Board 

even after 09 months. 

 

Not replied.  The Financial 

Regulations should 

be followed. 

 (v) Financial 

Regulation 756 

as amended by 

Public Finance 

Circular, No. 

01/2020 dated 28 

August 2020. 

A survey of stores 

had last been 

conducted in the year 

2018, whereas no 

surveys had been 

conducted by 

appointing boards of 

survey during the 05 

preceding years.  

 

 

Agreed. Action will be 

taken to conduct the 

survey of stores by 

2024.12.31 

Actions should be 

taken to conduct 

the annual survey 

of stores in terms of 

Financial 

Regulations.  
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 (vi) Financial 

Regulation 1645. 

Log books had not 

been maintained for 

06 vehicles of the 

Board.  

Agreed. The clerk in 

charge of the subject 

has been instructed to 

properly maintain and 

update the log books of 

vehicles.  

 

Actions should be 

taken in terms of 

Financial 

Regulations to 

maintain log books 

for vehicles.  

c)  Paragraphs 6.7 and 

2.2.2 (b) (viii) of the 

Operational Manual for 

public enterprises 

introduced through the 

Public Enterprises 

Circular, No. 01/2021 

dated 16 November 

2021.  

 

An annual 

verification of assets 

had not been 

conducted for the 

management of stores 

and assets after the 

year 2018. 

Agreed. The stores and 

assets will be verified 

annually by obtaining 

approval of the Board 

of Directors and 

adjusted to the 

accounts.  

Action should be 

taken to verify the 

stores and assets in 

terms of Circulars.  

d)  Paragraph 2(c) of 

Assets Management 

Circular No. 04/2022 of 

the Ministry of Finance 

dated 25 January 2022.  

It is necessary to 

stress on the proper 

maintenance of 

vehicles in view of 

avoiding the 

destruction of 

Government 

properties and loss of 

Government revenue. 

Nevertheless, 02 

vehicles of the Board 

had remained at 

garages for repairs 

over a period ranging 

from 02 months to 04 

years whilst 02 other 

vehicles remained 

parked at the Head 

Office without being 

used for a period of 

03-05 months. 

 

A technical report will 

be requested by 

conducting a field 

inspection on the 

vehicle remaining 

parked for 04 years. 

Actions will be taken 

as per Circular No. 

02/2017 of the Ministry 

of Finance on the 

vehicle of the Ministry 

for which an estimate 

of higher value had 

been presented for 

repair. Action will be 

taken to obtain the 

engineer’s report on 02 

other vehicles. 

The said vehicles 

should be repaired 

and put into 

operations quickly. 

e)  Public Administration 

Circular, No. 30/2016 

dated 29 December 

2016. 

A fuel consumption 

test should be done 

on vehicles in every 

12 month periods, 

after running over 

25,000 kilo meters or 

Agreed. Once a fuel 

station is registered for 

obtaining fuel, action 

will be taken to 

conduct the fuel 

consumption test on all 

Actions should be 

taken as per 

Circulars to 

conduct fuel 

consumption test 

on the vehicles. 
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after a major repair 

on the engine. 

However, such tests 

had not been 

conducted on 

vehicles belonging to 

the Board. 

 

the vehicles in running 

condition.  

f)  Paragraph (2) (i) of the 

Assets Management 

Circular No. 02/2017 of 

the Ministry of Finance 

and Mass Media dated 

21 December 2017. 

The vehicles being 

used without 

registration, should 

be registered under 

consent of the 

institution with which 

the vehicle has been 

registered; or, such a 

vehicle should be 

transferred to the 

institution with 

registration. 

Nevertheless, it had 

not been done so with 

respect to 05 

unregistered  vehicles 

of the Board. 

 

Not replied. Actions should be 

taken as per 

Circulars to 

formalize the 

ownership of 

vehicles. 

g)  Public Administration 

Circular, No. 18/2018 

dated 31 July 2018, and 

Public Administration 

Circular, No. 14/2014 

dated 30 May 2014. 

(i) The maximum 

amount of 

allowance for a 

disciplinary 

inquiry is        

Rs.1,000 per 

hour. However, 

in 07 instances 

despite the 

number of 

hours, a sum of          

Rs.250,000 had 

been paid for 50 

days at Rs.5,000 

per day. 

 

It is observed that a 

sum of Rs.4,000 should 

be paid at Rs.1,000 per 

hour for a day where 

inquiries are conducted 

for 04 hours as per the 

Circular. However, 

under approval of the 

Chairman, a sum of     

Rs.5,000 had been paid 

per day. 

Allowances for 

disciplinary 

inquiries should be 

paid in terms of 

Circulars. 

  (ii) Contrary to the 

Circular, a  sum 

of Rs.75,000 

Payments had been 

made in accordance 

with Decision No. 

- Do  - 
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had been paid in 

05 instances for 

preparation and 

presentation of 

reports of the 

preliminary 

inquiries. 

126/09 of the Board of 

Directors dated 

2023.03.29 

 

4. Operating Review  

4.1 Management inefficiencies  

 

Audit Observation Comment of the Management Recommendation 

 

(a)  The following observations are made 

on warehouses of the Board. 

 

  

 (i) There were instances in which 

warehouses of the Board had 

been given on lease to external 

parties without entering into 

agreements, and the 

warehouses had been given on 

lease to the same parties 

without updating the 

agreements. 

The draft agreements have now 

been signed. Actions will be taken 

in due course to enter into 

agreements for warehouses given 

on lease newly. Due to the fact that 

the post of Legal Officer remained 

vacant since 2021 and there were 

problems on ownership of the 

lands; hence, there were problems 

in singing the agreements. 

 

Warehouses should 

be given on lease 

after entering into 

agreements 

formally.  

 (ii) The divisional office in 

Tangalle had been provided 

for the NawaJeewana social 

welfare project through a lease 

agreement for the period from 

2003.07.01 to 2038.06.30 on 

monthly lease rent of         

Rs.2,000. Action had not been 

taken to assess revise the 

building and the rent of 

warehouses in a timely 

manner, and an agreement had 

been entered into the same 

amount  for a long period. 

 

The monthly lease rent had been 

agreed to be Rs. 2,000 per month 

since the beginning as the 

institution was involved in social 

welfare. As the agreement was 

inefficient and the lease rent was 

low, action will be taken to seek 

instructions from the Attorney 

General in view of entering into a 

formal agreement.  

Actions should be 

taken to enter into 

agreements so that 

lease rents will be 

revised in an 

economically 

favorable manner by 

assessing the value 

on timely basis. 
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 (iii) The period of agreement 

relating to the warehouses of  

rice mill in Kekirawa that had 

been  leased out to a private 

institution from 2012.01.01 to 

2022.12.31, had expired, but 

action had not been taken 

either to renew the agreement 

or take over the warehouse. 

The outstanding lease rent of        

Rs.2,100,000 receivable from 

that company, had not been 

recovered as well. 

 

Letters have been sent to the 

Attorney General’s Department 

seeking instructions to recover the 

outstanding lease rent. Further 

action will be taken based on 

instructions given by that 

Department. 

Actions should be 

taken to formally 

enter into 

agreements and 

recover the 

outstanding lease 

rents.  

 (iv) The Board is making use of 

353 warehouses in the capacity 

of 326,710 metric tons 

comprising 216 warehouses of 

the Board with a capacity of 

230,560 metric tons and 137 

warehouses with a capacity of 

96,150 metric tons belonging 

to other institutions. 

Nevertheless, actions had been 

taken to purchase only 2,153 

metric tons of paddy in Yala 

Season of the year 2023 and 

store them in 15 warehouses 

and release, thus 93 per cent of 

the warehouses of the Board 

had been kept idle without 

being used. Furthermore, it 

was identified that 146 of 

those warehouses identified as 

needing repairs, but no repairs 

were made. 

 

Utilization of warehouses depends 

on the contribution of Government 

to purchase paddy. 

The maximum 

capacity of 

warehouses should 

be utilized. Actions 

should be taken to 

maintain timely 

manner.  

(b)  Although the executive and staff 

grade officers of the Board had 

directly involved in fraudulent 

activities, the same officer had been 

alleged in several instances, 

disciplinary procedures had not been 

stern enough and time consuming, 

and weaknesses in administration it 

In the analysis of the facts related to 

the irregularities of the Board 

verifies the direct involvement of 

staff and executive grade officers. 

The administration had become 

weak due to lack of officers in 

executive and staff grades. It is 

observed that entire process of the 

Prompt action 

should be taken to 

establish internal 

control systems to 

avoid irregularities, 

errors and frauds 

and recruit suitable 

officers to the top 
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was essential to prevent errors and 

frauds. However, the management 

had not drawn attention to establish 

and maintain a well devised system 

of internal control in that connection. 

Board has deteriorated due to lack 

of proper leadership, vision, 

guidance, and control. Action is 

being taken to correct such issues 

properly and expeditiously. 

 

level management. 

(c)  11 meetings of the Audit and 

Management Committee and 22 

meetings of the Board of Directors 

had been held from year 2021 to year 

2023. And in 09 instances, 

responsibilities of preparing accounts 

for the year 2021 had been taken for 

discussion. Furthermore, 09 

executive officers and 07 assistant 

accountants had been served during 

that period, and the salaries paid to 

them totaled Rs.42,091,140. 

Additionally, a tripartite committee 

comprising external persons had 

been appointed to prepare accounts 

of the Board, and the report of that 

committee had been furnished to the 

Board of Directors on 29 November 

2023. Nevertheless, the financial 

statements for the years 2021, 2022, 

and 2023 had not been prepared even 

up to 31 August 2024. 

 

It was the key objective to obtain an 

investigation report from the 

tripartite committee appointed as 

per instructions of the Board of 

Directors relating to the delay in 

preparing accounts for the years 

2021-2023 due to vacancies in the 

posts of Deputy General Manager 

(Finance/Operations/Administration

). Action is being taken to correct 

the matters pointed out by that 

committee. 

Actions should be 

taken to prepare the 

financial statements 

and submit to the 

Audit. 

4.2 Operating Inefficiencies  

 

Audit Observation Comment of the Management Recommendation 

(a)  The Board functioned under the vision of 

becoming the pioneer parastatal in the 

country for purchasing, storing, 

processing and marketing of paddy and 

rice. However, as no purchase of paddy 

had been made in Maha Season of 

2022/2023, the Board could not achieve 

the vision during that season. 

 

Paddy had not been purchased as 

financial provision had not been 

received to purchase paddy in 

Maha Season of 2022/2023. 

Actions should be 

taken to achieve the 

vision. 

(b)  It was expected through the Cabinet 

Memorandum dated 09 June 2023 to 

purchase 10,000 metric tons of paddy in 

Yala Season of the year 2023, but the 

As the private sector outperformed 

the Government sector relating to 

certified price, the Board could not 

purchase paddy at higher prices 

Actions should be 

taken to achieve the 

objectives.  
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actual amount of paddy purchased during 

that Season was only 2,154 metric tons 

indicating 21 per cent of the expected 

amount. 

 

thus failing to achieve the target. 

(c)  Paddy stock release notices were   issued 

by the Regional Managers based on the 

stock release orders from the head office 

and the storekeeper should have issued 

stocks of paddy to the buyer through 

issuing receipts. According to the 

amounts mentioned in notices issued by 

the divisional office, stocks of 12,377 Kg 

of paddy worth Rs.1,309,684 had been 

underissued in 15 instances. Furthermore, 

a difference of 18,251 kg of paddy worth 

Rs.1,935,297 had existed between the 

summary report for issuing paddy at the 

head office and issuing receipts of  

warehouses relating to stocks of paddy 

issued in 14 instances. 

 

Further action will be taken on the 

said shortage of stocks in 

accordance with the procedure 

approved by the Board of 

Directors.  

Reasons 

attributable to the 

difference between 

registers should be 

identified, and 

suitable action 

should be taken. 

(d)  A newspaper advertisement had been 

published on 06 December 2023 for 

calling quotations to dispose the stocks of 

paddy purchased by the Paddy Marketing 

Board in the years 2022 and 2023;  

  

 (i) Paddy had been purchased during 

Yala Season in the districts of 

Ampara, Ratnapura, Hambanthota, 

Trincomalee, and Mulativu. 

Quotations for issuing paddy had 

been called only from the districts 

of Ampara, Hambanthota, and 

Ratnapura. As such, buyers had not 

been selected by following the 

Procurement Procedure with 

respect to 93,760 Kg of paddy 

issued by the districts of 

Trincomalee and Mulativu. 

 

As paddy mill owners had not 

been registered adequately in 

Baticaloa and Mulativu districts, 

quotations had not been called.   

Stocks of paddy 

should be disposed 

by following the 

procurement 

procedure.  
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 (ii) It was notified that mill owners  

registered with the Board could 

submit bids, but it was revealed in 

examining the issue of paddy 

stocks that 651,224 Kg of paddy 

worth Rs.69,003,620 had also been 

issued to parties not registered with 

the Board. 

  

Stocks of paddy had been issued to 

registered paddy mill owners in 

accordance with recommendations 

of the committee for disposing 

paddy. Approval of the Board of 

Directors had been received on 

2024.02.06. 

- Do   -  

 (iii) The paddy mill owners who had 

not furnished quotations for Red 

Nadu, had been issued 1,342,415 

kilograms of paddy worth      

Rs.138,939,984 in accordance with 

report dated 13 December 2023 of 

the committee for disposing paddy 

purchased in the years 2022/2023.   

Although prices had not been 

presented for Red Nadu by 

considering the weather conditions 

prevailed at that time and 

variations in market prices, action 

had been taken as per 

recommendation of the committee 

and approval of the Board of 

Directors to issue paddy stocks to 

the buyers registered with the 

Board and showed interest for the 

tender. 

 

- Do    - 

 (iv) According to report dated 20 

December 2023 of the committee 

for disposing  paddy stocks 

purchased in the years 2022-2023, 

the paddy mills named, Mayura 

Sahal, Yatiyana Sahal, Amaya 

Sahal and Samarasekara Sahal that 

had not furnished any quotations 

with respect to Ampara and 

southern area, were issued 835,455 

kilograms of paddy valued at  

Rs.86,469,593 by deviating from 

the Procurement procedure. 

 

In view of settlement of loans to 

the Farmers’ Trust Fund and 

disposing paddy before price 

declines, it was decided under 

approval of the Board of Directors 

to issue paddy stocks to the paddy 

mill owners registered with the 

Board without being involved in 

the tender.   

- Do    - 

(e)  Due to inability of the Board to settle the 

loans granted by the Bank of Ceylon and 

People’s Bank during 2012-2019 to 

purchase paddy, the Treasury had to settle 

those loans to the said banks from there 

year 2020 up to 2028.  As such, a sum of               

Rs.10,598,733,379 had been paid to  02 

banks by Treasury on behalf of the Board 

during the period from 2020 to August 

Agreed. The Treasury has been 

granting provision from the year 

2020 to settle the loans obtained 

from 02 Government banks in the 

year 2012.  The loans could not be 

settled due to decisions taken from 

time to time by the then 

Governments. Heavy losses had 

been incurred as rice had been 

The loans should be 

utilized on the 

intended purpose 

and revenue should 

be generated 

through efficient 

management. 
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2024. A sum of                      

Rs.10,294,800,001 remained further 

payable with respect to the period from 

September 2024 to September 2028. 

 

processed at prices less than costs 

incurred on purchasing paddy. 

Such loans will be settled by 

Treasury from 2020 up to 2028. 

(f)  Receipts and direct receipts of           

Rs.158,586,478 unidentified over a 

period ranging from 01 month to 05 years 

relating to 03 bank accounts, and 

payments of Rs.862,897,312 remained 

unidentified over a period from 06 

months to 03 years, had not been 

recognized and brought to accounts. 

Moreover, action had not been taken to 

recognize and account for unrealized 

deposits valued at Rs.15,571,656 existed 

from 01 to 13 years under 03 bank 

accounts.   

 

Accepted. Having collected 

information from the banks, action 

is being taken for settlement 

through divisional offices. As 

those balances belonged to 

transactions performed years ago, 

action will be taken to settle them 

under approval of the Board of 

Directors. 

Actions should be 

taken to 

expeditiously 

recognize the 

unidentified 

receipts and 

payments 

accounted for and 

recognize the 

unrealized deposits 

and follow 

Financial 

Regulation thereon. 

(g)  The Board operated 43 bank accounts as 

per financial statements of the year 2020 

whereas information on only 05 accounts 

had been made available for financial 

audit of the year 2023. 

Paddy had not been purchased in 

the year 2023 using the 40 bank 

accounts maintained with People's 

Bank and Bank of Ceylon. 

However, action will be taken to 

obtain cash books for the head 

office. 

 

Actions should be 

taken to provide 

information relating 

to all of the bank 

accounts for the 

audit. 

(h)  In order to purchase paddy in Maha 

Season of 2019/2020, sums of           

Rs.1,000  million and Rs.840 million  had 

been given at an interest rate of 11 per 

cent on 28 January 2020  and 04 March 

2020 respectively by the People’s Bank. 

In case of a delay in settling the loans, the 

interest would be 15 per cent. Since the 

Loan and interest payments had not been 

made for a period of 03 years from 30 

September 2021 to 30 September 2024, 

for those loans that have been secured by 

the treasury, the interest of Rs.259,960 

had been charged per day. Accordingly, 

the total amount payable as at 12 

September 2024 amounted to 

Rs.1,013,943,251 comprising the loan 

amounting to Rs.759,084,455 and interest 

Accepted. Paddy had been 

purchased under Government 

policies; and, due to losses 

sustained in selling rice after 

processing the paddy, the loans 

could not be settled. Action will be 

taken to settle the loans through 

Treasury by presenting a Cabinet 

Paper. 

The loans obtained 

should be 

efficiently utilized 

on the intended 

purpose and settled 

thereafter.  
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thereon amounting to           

Rs.254,858,796.   

 

(i)  A sum of Rs.6,500 million had been 

obtained from the Bank of Ceylon for 

purchasing paddy in Maha Season of 

2021/2022. As the payback period thereof 

was 06 months, the loan should have 

been settled in full as at 11 September 

2022. Nevertheless, a total of 

Rs.368,294,714 comprising a loan 

balance of Rs.345,733,899 and an interest 

of Rs.22,550,815, remained payable as at 

19 September 2024. Furthermore, as a 

interest of         Rs.1,165,664,  per day 

also remained payable on the loan, and 

hence, the Board of Directors had 

recommended to expeditiously sell the 

14,840 metric tons of paddy owned by 

the Board with a view to settling the 

balance of the loan. However, even after 

02 years since the said recommendation, 

action had not been taken up to the date 

of audit on 07 October 2024 to settle the 

loan by selling the stock of paddy.   

 

Accepted. Action will be taken to 

present a Board Paper relating to 

the settlement of outstanding 

balance of Rs.368.2 million.  

Actions should be 

taken to settle the 

loan through the 

sale of stocks of 

paddy. 

(j)  The Board possessed a balance of     

Rs.1,035,753,470 as at the date of audit 

on 11 September 2024 comprising 03 

fixed deposits of national savings Bank of  

Rs.180,082,000 and a sum of            

Rs.855,671,470 in a savings account of 

the National Savings Bank. In spite of 

that, it was revealed that actions had not 

been taken to properly manage the loans 

and funds of the Board. 

 

Accepted. Further action will be 

taken under approval of the Board 

of Directors to settle the loans of 

Bank of Ceylon and People’s Bank 

by making use of funds in the said 

savings account. 

The loan balances 

and existing funds 

should be managed 

efficiently. 

(k)  The following observations were made 

with respect to the recovery of surcharges 

on shortages of stocks.  

  

 (i) According to the detailed report of 

investigation on shortage of stocks, 

the value of shortage of paddy 

stocks during 2009-2014 amounted 

to Rs.3,065,229. However, the total 

Agreed. Action will be taken to 

correct the overstated value. The 

administrative division has been 

informed on the receivables.  

The registers 

should be 

maintained 

accurately, and the 

losses and damages 
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of value to be recovered from the 

storekeeper  amounted to 

Rs.2,971,358, thus indicating a 

difference of Rs.93,871. A 

surcharge of Rs.942,525 remained 

further recoverable as at 31 

December 2023 from 03 officers 

who were not mentioned in the 

detailed report of investigation.  

 

should be recovered 

without delay. 

 (ii) A sum of Rs.6,455,344 remained 

further receivable from 13 officers 

as at 31 December 2023 with 

respect to shortages of paddy 

stocks in the year 2014. 07 of those 

officers have not made any 

payment thus far. 

  

The administrative division has 

been informed to recover  the dues.  

Actions should be 

taken to promptly 

recover the losses 

on shortage of 

stock.  

 (iii) The relevant officers had been 

informed through letters on the 

dues for shortage of stocks relating 

to the year 2018. However, 

according to the verification, a sum 

of               Rs.8,217,250 remained 

receivable  as at 31 July 2024 from 

11 officers with respect to shortage 

of paddy stocks and 10 of them had 

not made any payment.  

The relevant officers have been 

informed through letters on the 

dues, and the administrative 

division has been informed to 

recover.   

Actions should be 

taken to promptly 

recover the losses 

on shortage of 

stocks.  

 (iv) A period of over one year had 

elapsed as at 09 September 2024 

after the disclosure of shortage of 

stocks in the verification for 2022-

2023. However, the dues had not 

been computed. 

 

 

The committee on shortfalls does 

not compute the value of shortages 

of stocks in each warehouse. 

 

 

Value of the stocks 

in short relating to 

each warehouse 

should be 

computed, and 

recovered 

promptly. 

(l)  The following matters were observed 

relating to the disciplinary actions of the 

Board and payments made on disciplinary 

inquiries. 

 

  

 (i) In case it appears in the preliminary 

inquiry that there are enough 

reasons to charge an officer, the 

The preliminary inquiry report has 

been finalized and forwarded to 

the Board of Directors. Further 

Further actions 

should be taken in 

accordance with 
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disciplinary authority should 

prepare and issue a charge sheet to 

the relevant officer formally. 

However, further action had not 

been taken on 05 officers, although 

a period of 02-08 months had 

elapsed since the preliminary 

inquiry reports  were issued to the 

Board of Directors. 

actions will be taken accordingly.  preliminary  inquiry 

reports. 

 (ii) A preliminary inquiry was not 

conducted on an officer who was 

on compulsory leave since 06 

September 2022 and that officer 

was reinstated on 22 May 2023. 

Actions will be taken 

expeditiously to conduct a 

preliminary inquiry.  

Taking disciplinary 

action should be 

formalized.  

 (iii) Two officers who had been 

interdicted in the years 2019 and 

2021 were dismissed from service 

on 06 October 2023. Due to delay 

in taking disciplinary action, the 

sum of Rs.7,800,199 paid as 

salaries to them from the date of 

interdiction up to the date of 

dismissal, became fruitless. 

According to the Decision No. 

111/01 of the Board of Directors 

taken at the meeting held on 

2021.01.21, those officers had 

been sent on compulsory leave 

with salaries being paid, and 

dismissed from service in 

accordance with the disciplinary 

order given at the disciplinary 

inquiry. The cases filed by the said 

02 officers at the Labor Tribunal 

are being heard. 

Necessary measures 

should be taken for 

the expeditious 

completion of 

disciplinary actions. 

Such fruitless 

expenses should be 

avoided. 

 

4.3 Utilization of Vehicles  

Audit Observation Comment of the 

Management 

Recommendation 

      Recommendations had been 

given to dispose of 04 

vehicles on 27 July 2023 

after 04 years since those 

vehicles had been withdrawn 

from normal use in the year 

2019. Although a period of 

01 year and 03 months had 

elapsed as at the date of audit 

on 30 October 2024 since the 

recommendations had been 

given, the disposal had not 

been completed. 

Not replied. Actions should be taken 

to expeditiously 

complete the disposal.  

 


