Sri Lanka Cashew Corporation — 2024

1.2

1.3

Financial Statements
Qualified Opinion

The audit of the financial statements of the Sri Lanka Cashew Corporation for the year ended 31
December 2024 comprising the statement of financial position as at 31 December 2024 and the
statement of profit and loss and other 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 I 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 2024, 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 (SLAuSs). 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 (Auditor’s Responsibilities for the Audit of the Financial Statements)

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. | also:

o 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.

o 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 Company’s internal control.

o Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the management.
o 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 Company’s ability to
continue as a going concern. If | conclude that a material uncertainty exists, | 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 Company 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;

o Whether the Corporation has complied with applicable written law, or other general or special
directions issued by the governing body of the Corporation;

o Whether the Corporation has performed according to its powers, functions and duties; and

o 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.
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1.5

151

(@)

(b)

Audit Observations on the preparation of Financial Statements

Non-Compliance with Sri Lanka Accounting Standard

Non Compliance with the reference to
particular Standard

In preparing the statement of cash flow for the
year of 2024, it was observed that a total
difference of Rs. 235,259 due to a decrease of
Rs. 32,908 in the written off of Nalanda and
Vilachchiya estates, an increase of Rs. 56,611
in investment on new planting and an increase
of Rs.145,740 in investment on other small
project .

As per paragraph 36 of Sri Lanka Accounting
Standard 16, in the revaluation of motor
vehicles as at 31 December 2024, although all
assets belonging to the same category should
be revalued at the same time, but the 28 of
motor vehicles had not been revalued.

Management Comment

Agreed.

Action will be taken to make
the relevant adjustments to the
cash flow statement regarding
the write-offs of the Nalanda
and Vilachchiya estates
investments in new plantations
and investments in other small
projects.

The revaluation results of 06
motor vehicles which revalued
after the financial statements
were submitted for audit are to
be accounted for. Furthermore,
the number of motor vehicles
that need to be revaluated is
22. Out of them , due to
chassis numbers of 8 motor
vehicles which are very old are
unclear, it has not been
possible to carry out the
revaluation of those vehicles.
In this regard, the Department
of Motor Traffic has been
informed in  writing on
22.04.2025 and a request has
been made to take the
necessary steps. Since it takes
a considerable time in practice
to obtain the services of motor
the
relevant for  the
revaluation work, it has not
been possible to complete the
the
remaining motor vehicles and

technical officers in

arcas

revaluation work of
steps will be taken to complete
those activities as soon as
possible.

Recommendation

Correct values should
be used when
preparing Cash flow
statement .

According to the Sri
Lanka  Accounting
Standards , all assets
belonging to the same
category should be
revalued at the same
time .
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(d)

(€)

(f)

As per paragraph 77 of Sri Lanka Accounting
Standards 16, disclosure was not made
regarding the revaluation of assets amounting
to Rs. 159,475,000 during the year and it was
stated that there were no revaluations in the
accounting notes of the financial statements.

In accordance with paragraph 51 of Sri Lanka
Accounting Standards 16, due to the non-
annual review of the residual value and useful
life of non-current assets, the financial
statements had not disclosed the amount of
Rs.44,648,405 of fixed assets that had been
fully depreciated but were still in use.

Although the provision for retirement gratuity
should be invested according to the formal
investment plan as per the Sri Lanka
Accounting Standards 19, an investment had
not been made corresponding to the balance of
Rs. 51,175,852 in the account of provisions
for retirement gratuity at the end of the year
under review. During the reporting year, a
monthly  Rs.100,000 had been initiated to
deposit in a savings account at the Bank of
Ceylon as an investment for retirement gratuity
provisions and the balance in the account as at
31 December 2024 was Rs. 502,223.

Although the Weighted Average Cost method
was used to calculate inventory cost in
accordance with Sri Lanka Accounting
Standard 02 , the financial statements stated
that the institution's accounting policy was
First In First Out (FIFO) method.

Management had not
commented.
Management had not
commented.

As stated herein, in accordance
with the financial provisions
currently available to the
Corporation, an amount of
Rs.100, 000 are deposited
monthly in a savings account
at the Bank of Ceylon for
retirement gratuity provisions.
However, considering the
financial position of the
Corporation in the future and
subject to the approval of the
Board of Directors, necessary

decisions will be taken to
increase the monthly
investment  for  retirement
gratuity provision to
Rs.200,000 and to further
increase that amount
gradually.

Since it was decided that the
weighted average cost (WAC)
method was more logical than
the First In First Out (FIFO)
method for identifying the cost
of inventory of the institution,
the cost of inventory was
calculated under that method
and accordingly, steps will be
taken to revise the accounting
policy related to the valuation

According to Sri
Lanka  Accounting
Standards, necessary
disclosures regarding
asset revaluation

should be made .

According to  Sri

Lanka  Accounting
Standards, the
carrying value of
assets should be

disclosed in the
financial statements.

Sufficient investment
to settle the gratuity
obligations should be

made in accordance
with  Sri Lanka
Accounting
Standards.

Costing methods
should be used to
calculate  inventory
costs according to
correct  accounting
policies.
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(@)

(b)

(©)

As per Sri Lanka Financial Reporting
Standards 9, although the Simplified Approach
based on Lifetime Expected Credit Loss (ECL)
should be used to provide for losses on trade
receivables, the Corporation had made a
general provision of 5 percent on the total trade
receivable balance as at date of the financial
statement.

Accounting Deficiencies
Audit Issue

Although the Nalanda Estate was removed from
the control of the Sri Lanka Cashew
Corporation in the year 2024, the value of the
Nalanda office building worth Rs. 793,092
which was under Capital Work In Progress had
not been removed from the accounts.

Rs. 1,357,791 to be paid for the period from
1999 to 2009 for the Corporation’s use of the 7
large estates totaling 1,586 acres, 2 roods and 24
perches belonging to the Land Reforms
Commission and the amount to be paid as rental
to the commission due to the use of a large
amount of land of 1,874 acres belonging to the
Commission from 2010 to 2024 had not been
calculated and accounted for.

The Audit fee of Rs.1,331,040 to be paid to the
National Audit Office as at 31 December 2024
was stated in the financial statements as
Rs.531,298 which was less Rs.799,742.

of inventories in the financial

statements correspondingly.

Management had not provided

anSwers.

Management Comment

Agreed.
As stated herein, the
construction cost of the

Nalanda Office Building of
Rs. 793,092 included under
Capital Work In Progress
will be removed and the
financial statements will be
corrected.

A provision for rental
payable on lands belonging
to the Land Reforms
Commission has not been
included in the financial
statements  because the
issues that arose when
issuing orders for surveying
the relevant lands have not
yet been resolved by the
Commission. After resolving
the relevant issues and
following the upcoming
discussion with the Land
Reforms Commission, the
revised rental payable will
be included in the financial
statements after resolving
the relevant issues.

Accepted

According to  Sri
Lanka  Accounting
Standards, losses
should be allocated
for trade debtors
based on Lifetime
Expected Credit
Losses.
Recommendation
Financial statements

should be prepared by
eliminating assets that
do not belong to the
organization.

Should be calculated

and accurately
accounted for retal
related to the lands used
by the institution in
accordance with  Sri
Lanka Accounting
Standards.

Audit fees payable

should be accurately
accounted for.
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1.6

161

(@)

Since 2011, actions had not been taken to It has been decided to send
calculate the income taxes and make provisions, the Corporation's income tax
make payments and submit income tax returns. returns  for the year
Furthermore, irrecoverable withholding tax 2023/2024 to the Inland

(WHT) of Rs. 779,483 was shown as
receivable balance in the financial statements.

Accounts Receivable and Payable
Receivables

Audit Issue

The corporation had given to the then
Ministry of Economic Development cashew
plants worth Rs.9,466,200 in 11 years ago.
It was observed that due to the relevant
ministry has now been abolished, there is no
possibility of recovering the debt included
in the balance of other debtors.

a Revenue Department
through the online system.
Steps  will be taken to
complete the process of
sending the relevant tax
returns within a short period
of time. Steps will be taken
to send income tax returns
for other years as per
relevant future decisions.

Management Comment

As per the written instructions
given by the Department of Public
Enterprises of the Ministry of
Finance regarding the recovery of
this amount, it has been informed
that to recover the relevant loan
amount, the subject of the
Divineguma Department which
was under the Ministry of
Economic Development at that
time has now been transferred to
the Ministry of Rural
Development, Social Security and
Community Empowerment.
Therefore, a letter has been sent to
that Ministry to take further action
regarding the subject matter, but
no response has been received so
far. Accordingly, a reminder letter
dated 27.06.2025 has been sent to
the relevant Ministry in this
regard. Further action will be taken
as per the instructions received
accordingly.

Actions should be taken
to calculate Income tax,

make provision,
payments and
income tax return

make
submit
S.

Recommendation

Action should be taken
to settle  accounts

receivable
promptly.
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(b)

1.6.2

1.6.3

The Corporation's trade receivable balance
included debt balances of Rs.1,670,356
between years 1 and 2 and Rs. 2,676,845
beyond 2 years and cashew had been re-
issued on credit to institutions that have not
paid their debts before the debt were settled.
Accordingly, it was observed that the
Corporation's internal control regarding
sales on credit basis and recovery of debt
was weak.

Payables

Audit Issue

Rs.3,500,000 which was taken through
the intervention of the then Ministry of
Corporative Development in 2005 from
the Paddy Marketing Board on the basis
of repayment for purchasing raw cashew
and the related interest of Rs.927,500 had
not been paid until the year under review.

Advances

Audit Issue

In accordance with the provisions of
Section 371(2) of the Financial
Regulations of the Democratic Socialist
Republic of Sri Lanka, although it was
stated that the advances received by
government officials in connection with

Out of the total amount of
Rs.9,401,878 in license and non-
license debtor balances

outstanding as of 31 December
2024, steps have been taken to
recover Rs.4,432,047 as of
30.06.2025. Out of the
Rs.4,969,831 still outstanding as at
the above date, the highest
outstanding balance of
Rs.1,454,410 is to be recovered
from Lisala Enterprises and since
there had been no response to the
continuous notifications made to
that institution in this regard, legal
action has been taken to recover
the debt amount. Letters have also
been sent to obtain confirmation of
the outstanding balances of other
debtors and necessary action will
be taken to recover the outstanding
balance accordingly.

Management Comment

Agreed.

After receiving of the amount of

Rs.9,466,200 due from the
Ministry of Economic
Development, action will be

taken to pay the loan amount of
Rs.3,500,000 that obtained by
the Corporation from the Paddy
Marketing Board and the related
interest amount.

Management Comment

Due to various practical issues,
there have been delays in the
settlement of the advances
mentioned herein and steps will be
taken to complete the settlement of
all these advances within the future

Accounts
balances
settled promptly.

Formal action should
be taken to recover the
debt balance.

Recommendation

payable
should be

Recommendation

Control over the
issuance and
settlement of

advances should be
made efficient.
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1.7

(@)

official

duties (ad hoc sub-imprests)

short period of time and the

should be settled immediately after the necessary reports will be made in

completion of the task for which it is

granted. There were 9 occasions with an
outstanding value of Rs.617,000 as at 31
December 2024. The outstanding period
had ranged from 1 month to 4 years and 3
months. Accordingly, control over the
issuance and settlement of advances had

been weakened.

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

Reference to
Laws, Rules
Regulations etc.

Decisions of the
Committee  on
Public
Enterprises
dated 24 July
2012

Non-compliance

Although the Committee on
Public  Enterprises  had
informed the Corporation to
take over the legal rights of
the lands that it does not
have legal rights to, the
activities related to taking
over the legal rights of the
11,326 acres of cashew
cultivation  land  which
included 2,367 acres before
2012 and 8,959 acres after

2012 given by the
Divisional Secretariats and
the Land Reform

Commission had not been
completed as at 31
December 2024.

this regard.

Management Comment

The survey activities on the
Eluwankulama Estate Phase |
and Il lands and the
Suduwathura-Ara land have
been completed and survey
orders have also been issued for
the lands located in the
Achchigewatta  Estate  and
Kamandaluwa Estate in
Puttalam. The total number of
lands of the Corporation for
which legal right should be
completed is 08. The total cost
estimated by the  Survey
Department is Rs. 20.218
million. Considering the current
financial position, it is possible
to spend Rs.2.00 million from
the Corporation's allocations of
2025 out of the above total cost.
A letter has been forwarded to
the ministry in charge for the
provision of Rs.18.218 million
which is further required. Also, a
report on the lands owned by the
Commissioner General of Lands
which occupied by the Sri Lanka
Cashew Corporation has been
sent to the Commissioner
General of Lands and a written
request has been made to the

Recommendation

Actions should be
taken to take over
the ownership of
lands  that are
without legal rights
as decided by the
committees.
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(©)

(d)

Section 18 of
the National
Audit Act No.
19 of 2018

Paragraph 66 of
the Manual for
Good
Governance of
Public
Enterprises,
Circular No.
PED/01/2021 on
Public
Enterprises,
dated 16
November 2021
issued by the
Secretary of the
Treasury,

Paragraph 09 of

the Asset
Management
Circular No.

MF/CG/02(Cir)
dated 28 June

2017 of the
Ministry of
Finance and
Mass Media

Although audit fees must be
paid and settled within 30
days from the date of the
invoice, the Sri Lanka
Cashew Corporation had
not settled the audit fee of
Rs.1,331,040 for the audit
fee invoices issued on 26
March 2024 and 27
November 2024.

Although the draft annual
report and accounts should
be submitted to the line
ministry and the
Department  of  Public
Enterprises of the Treasury
with copies to the Auditor
General within 60 days of
the end of the financial
year, the accounts of the
Corporation for the vyear
ending 31 December of the
year under review were
submitted to the Auditor
General on 11 April 2025.

Asset classification codes

should have been
introduced for the
identification and

management of assets, but
the Corporation had not
introduced such codes.

Divisional Secretaries of
Manthai (West) and Poonarin to
submit survey orders for the
Vellankulam and  Poonarin
estates to  be  surveyed.
Accordingly, the relevant survey
activities will be carried out
during the reporting year.

Due to the current financial
situation of the Corporation, the
payment of audit fees has been
delayed and the outstanding
audit fee of Rs.1,331,040 up to
2023 will be paid during this
year.

Agreed.

Due to it took a considerable
time to correct technical errors in
the financial statements during
the review prior to the issuance
of the prepared financial
statements, there was a delay in

submitting the financial
statements to the Auditor
General for the year under

review as mentioned herein.
However, action will be taken to
submit the financial statements
within the stipulated timeframe
from the next year onwards.

During the annual survey
activities for the year 2024, steps
have been taken to introduce
asset classification codes for all
other estates and regional
offices, including the head office
except for the Nedagamuwa and
Puttalam processing centers, the
05 outlets of the Corporation and
the Puttalam Regional Office.
Accordingly, in simultaneous

Outstanding
fees  should
settled promptly.

audit

be

Accounts reports
should be submitted
to the  Auditor
General within the
prescribed time
frame.

Steps  should be
taken to codify the
institution's  assets
quickly.
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2.

2.1

3.1

(@)

(b)

Financial Review

Financial Result

with the annual survey activities
in the year 2025, necessary steps
will be taken to complete the
introduction of codes for the
duty premises where asset codes
have not yet been introduced.

The operating result of the year under review amounted to a profit of Rs.13,845,266 and the
corresponding loss in the preceding year amounted to Rs.5,020,580. Therefore an improvement
amounting to Rs.18,865,846 of the financial result was observed. The reasons for the improvement
are increase in sales revenue, recurring grants, and other incomes.

Operational Review
Management Inefficiencies

Audit Issue

The teak plants cultivated in the
Corporation's Eluwankulam Estate in the
Puttalam District in the year 2000 at a
cost of Rs.482,874 have grown to the
point of being able to produce timber by
the year 2024, and the number of trees
there is about 4,253. Although its assessed
value was estimated at Rs.244,000,000,
the value of those trees had not be able to
include in the financial statements as the
process of transferring the legal
ownership of the estate to the Corporation
had not yet been completed. Furthermore,
the corporation was unable to realize the
financial benefits that could have been
obtained by monetizing those trees.

The number of coconut trees in
Kamandaluwa estate in Puttalam and
Hardy estates in Ampara was 4,184,
which consisted of 1,147 of immature
trees, 2,391 of productive trees and 646
arid trees. The coconut yield in 2024 was
46,032 nuts and the sales value of that

Management Comment

The assessment of the number of 4,253
teak trees in the Eluwankulama estate
mentioned above has been completed
with the advice of the Department of
Forest Conservation and accordingly,
the assessed value as of 27.03.2023 is
Rs. 244.337 million. However, since
the process of transferring the legal
ownership of the Eluwankulam Estate
to the Corporation has not yet been
completed, it is not possible to include
the assessed value of those teak trees
in the accounts of corporation. The
survey work of the Eluwankulam
Estate has also been completed at the
present, and accordingly, as soon as
the legal ownership of the estate is
completed, the relevant adjustments
will be entered into the books of
account.

Agreed.

The reason for the decrease in coconut
yield was that the fertilizer that should
be applied to coconut trees was not
applied properly. Furthermore, weather
conditions also caused to this decrease
in productivity. However, the fertilizer

Recommendation

Steps should be
taken to promptly

complete the
process of
acquiring legal
ownership of the
Eluwankulam
estate.

Necessary  steps
should be taken to
increase  coconut
yields.
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(d)

yield was Rs.3,210,300. Accordingly, the
annual coconut production of a productive
tree was 19 nuts. Poor maintenance of
coconut trees and poor fertilization to
increase productivity, and removal of 491
arid trees were not carried out.

Although the corporation's data shows
that there are about 70,000 hectares of
cashew plantations in Sri Lanka and
between 100,000 and 120,000 metric tons
of cashew fruit waste per year and 75
percent of cashew shell waste after
cashew production, i.e. approximately
59.415 metric tons were disposed of and
the potential activities of these disposals
had not been investigated and appropriate
steps had not been taken.

Aggregated value of Rs.1,494,764 of the
generator, boiler, oil production machine

has been applied properly now, and an
increase in coconut yields can be
expected in the future. The Puttalam
District Secretary has taken all
necessary actions to remove 491 arid
trees and has forwarded them to the
Secretary of Ministry of Agriculture
for approval in accordance with the
relevant Act and once approval is
received, steps will be taken to remove
those trees.

The cashew harvest takes place after
the cashew fruit have fallen to the
ground. The reason for this is that the
cashew fruit is considered fully ripe
only after the cashew fruit itself falls to
the ground. Once the cashew fruit falls
to the ground, within 24 hours, the
chemicals in the fruit react with the air
in the atmosphere to form phenolic
compounds and making it difficult to
produce by-products. Furthermore,
during the cashew harvest season in Sri
Lanka, the entire cashew fruit yield
cannot be utilized for any industry due
to the fact that ripe cashew fruit
become food for wild animals and only
a small amount can be used for value-
added products through safe harvesting
and cold storage.

The process of extracting oil from
cashew shells had to be stopped due to
lack of demand for it. The machine
used for this is located at the
Nedagamuwa Processing Center.

Four corporate officers were trained by
the Industrial Technology Institute to
produce wine and vinegar from cashew
nuts, and plans are being made to
commence production activities by
following a feasibility study in
conjunction  with the Industrial
Technology Institute.

A three-member committee including
an engineer from the Public Works

Work should be
done to develop
wine and ethyl
alcohol  products
and by-products.

Idle assets should
be disposed of or
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from cashew shells which are existing at
the Nedagamuwa processing center and
the Dboiler which are existing at the
Puttalam processing center were idle and
actions had not been taken to use those
machines after repairing or actions had
not been taken to dispose. Also, due to the
fact that the cashew processing boiler at
the Nedagamuwa Cashew Processing
Center has been out of operation since
2015, the production efficiency which
could have been obtained by boiling the
raw cashew at a rate of between 90 and 95
percent had dropped to between 70 and 80
percent due to the damage of the cashew
nuts. As a result, between 15 and 20
percent of the income that could have
been obtained from selling cashew nuts
had been lost.

In 2021, it was planned to construct 07
official residences with an allocation of
Rs.19,250,752 by the State Ministry of
Export Promotion and Industries related
to development of small plantation crops
including sugarcane, maize, cashew nuts,
pepper, cinnamon, cloves, betel leaves.
The Corporation had not fully completed
these official residences for use by 31
December 2024. Furthermore, it was
observed that government fund had been
spent uselessly as the buildings
constructed at a cost of Rs.2,236,080 at
the Dambulla Commercial Nursery site
and Rs. 942,754 at the Monaragala
Hidikiwula site were unusable due to
substandard construction.

Department has been appointed to
obtain  recommendations for the
disposal of assets. Accordingly, the
relevant assets will be disposed of in
accordance with the recommendations
of the relevant committee.

The processing method currently
followed by the Corporation ensures
that the taste and unique color of the
cashews that consumers expect from
the Corporation. The Corporation
currently  uses  cashew  cutting
machines to cut cashews which has the
potential to minimize the breakage and
splitting of cashews. However, a
technical committee will conduct a full
study on the production of cashew nuts
through boilers and work will be done
to adopt the relative advantageous
method in the future.

Currently, the construction of 04
official residences in  Mihintale,
Puttalam, Poonarin and Mahaoya areas
using the relevant ministry funds has
been completed and the relevant
official residence are currently being
used. Also, while only the foundation
of the official residences planned to be
built in the Nalanda Estate where
cultivation activities were previously
carried out by the Corporation has
been constructed, the construction of
the relevant official residence has been
suspended since the relevant land was
handed over to the Elkaduwa
Plantation Company which owns the
land on which the said estate is
located.

Furthermore, of the remaining 02
official residences, about 75 percent of
the construction work of the official
residence located at the Dambulla
Commercial Nursery land of the
Corporation has been completed. Steps
have been taken to seek relevant
advice from the Civil Engineer of the

repaired to make
them usable.

Unfinished
residence
constructions
should
completed
efficiently
used
Substandard
constructions
should be made fit
for use.

be

and
them.
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For the year 2024, the total value of the
annual cashew nut production of the
Kondachchi, Puttalam, Hardy, Mankerni
and Suduwathura Ara estates exceeded
Rs.8,276,438 and the total maintenance
cost was Rs.29,453,821, resulting in a loss
of Rs.21,177,383. The total value of the
cashew nut  production of the
Eluwankulam, Kamandaluwa, Poonarin,
Vellankulam and Mahaoya estates was
Rs.51,384,373 and the total maintenance
cost was Rs.37,160,015, resulting in a
profit of Rs.14,402,960. Accordingly, the
reasons for the losses of the estates had
not been investigated and remedial
actions had not been taken.

When comparing the target yield of
cashew plantations in 2024 with the raw
cashew yield obtained in that year, the
percentage of achieving those targets was
66 percent.

Matale District Secretariat regarding
the technical defects reported in the
construction work of the official
residence and to make the relevant
building usable and further action will
be taken accordingly. Similarly, since
the financial allocation available for
the  official residence in the
Monaragala area, which was planned
to be constructed as a two-storey
building but only the basic
construction work has been carried out
are not sufficient, an estimate has been
obtained from a Regional Technical
Officer to construct it as a single-
storey building and once that estimate
is received, the relevant further work
will be carried out accordingly.

Here, the estates of Kamandaluwa,
Puttalam, Eluwankulam, Mahaoya,
Vellankulam and Poonarin have been
run profitably, and work is being
carried out according to a formal plan
in 2025 to bring the other estates to a
profitable level.

The percentage of achieving the total
harvest target in the year under review
is 66 percent. Similarly, the percentage
of achieving the raw cashew harvest
targets in the Poonarin Estate and
Kondachchi Estate in the year under
review is 83 percent and 23 percent
respectively. However, the percentage
of achieving the raw cashew harvest
target in the Kamandaluwa Estate in
the relevant year is a high figure of 154
percent.

The causes of
losses to  the
estates should be
investigated and
remedies  should
be implemented.

Steps should be
taken to achieve
the target yield in
the plantations.
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(i)
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It was observed that since the
Anuradhapura District Extension Office is
located in Anuradhapura city and the
cashew plant nursery is located in
Mihintale, consumers who need to obtain
cashew plant have to pay money to the
Anuradhapura Extension Office and have
to travel 14 km away to the cashew plant
nursery to purchase cashew plants, and
incur additional expenses for that.

The Corporation had planted new cashew
trees on 472 acres of the Kondachchi
Estate in 2022, 2023 and 2024.
Accordingly, the average area cashew tree
cultivated was 157.33 acres per year. In
terms of the efficiency of cashew tree
cultivation, it was observed that it would
take 19.5 years to cultivate cashew trees
on the 3,078 acres of land that has not
been cultivated yet but can be cultivated.

Although 340 acres of land had been
cleared for new cultivation in the part of
the Kondachchi Estate controlled by the
Corporation in 2024, new cashew trees
had not been planted in that area due to
the non-receiving of 23,800 suitable
plants for planting.

By leasing the Kondachchi Estate land on
a short-term basis, the lessees only

Due to the lack of technically
competent staff and sufficient space at
the Anuradhapura Regional Office of
the Corporation, plants will have to be
issued from the Mihintale Nursery
until a suitable method is identified
that can protect the responsibility and
quality of the plants. However, in the
future, a study is being made on
introducing a method whereby
customers who purchase plants will be
allowed to obtain plants by depositing
the relevant amount in the bank and
presenting the receipt to the nursery
and further decisions will be taken
accordingly.

The Sri Lanka Cashew Corporation
has taken various actions to develop
this Kondachchi estate. However, it is
not possible to develop the estate
quickly under the financial situation of
the Cashew Corporation. Therefore,
efforts are being made to
systematically develop this land in
collaboration with external parties and
establish new plantations.

The Kondachchi Estate is to be planted
only with new cashew varieties owned
by the Corporation. This will increase
the tendency of providing quality
cashew seedlings to farmers. Since the
planting of budded cashew trees in the
estate is carried out under a systematic
cultivation system, the planting of trees
was not carried out in 2024 due to
insufficient growth of budded cashew
trees required for the relevant
cultivation areas. However, the
planting of budded cashew trees of
new varieties in sections C and E of
the Kondachchi Estate has already
been completed.

Currently, the cashew plants and
cultivation area are maintained for a

The services and
goods of
Corporation

should be
provided in a
manner that is
convenient for the
customer.

Steps should be
taken to complete
the task of
cultivation cashew
trees efficiently.

The cultivation of
new cashew plants
should be done
efficient.

Steps should be
taken to complete
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maintain the land to obtain short-term
benefits and tasks such as uprooting trees,
soil conservation and preventing erosion
had not been carried out. Attention had
not been paid to the benefits that the
Corporation could gain by maintaining
the cultivated land by leasing the same
area of land to the same lessee for a
period of 2-3 years. Also, since the estate
borders the Wilpattu Wildlife Sanctuary,
the cashew cultivation had been damaged
by encroachment by wild elephants.
Although the construction of an elephant
fence to prevent wild elephants from
entering the estate was planned in 2021
based on line ministry provisions, the
construction of the elephant fence had not
commenced by December 2024,

Of the 1,435 acres of the Kondachchi
Estate in the Mannar District controlled
by the Civil Defence Force, only 935
acres were cultivated with cashew, while
an area of 500 acres had not been unused
and be useless due to overgrown wild
plants.

Although it is not possible to sublease
lands that have not been acquired by the
Cashew Corporation, a project of the
Electricity Board has been started without
an agreement on a 2-acre plot of land in

period of about 6 months by external
farmers who carry out short-term
intercrop cultivation at the Kondachchi
Estate and this ensures that cashew
plant cultivation and the field are
systematically maintained. Currently,
according to a new methodology, a 90-
acre plot of land has been given to
several farmers as a pilot project for
the cultivation of intercrops on a
contractual basis, with the extension of
the contract annually and in the future,
based on its success, farmers who have
the financial strength to do so will be
identified and plots of land on the
estate will be provided for intercrop
cultivation. As mentioned herein, a
revised estimate has now been
received in accordance with the
existing financial provisions for the
construction of an elephant fence
around the Kondachchi Estate and
after appointing a new bid evaluation
committee, the relevant work will be
carried out and the necessary steps will
be taken to complete the construction
of this elephant fence as soon as
possible.

The 500 acres of land mentioned here
have been given by the Corporation to
the Civil Defence Department for
cashew cultivation. Discussions were
held with the relevant officials of the
Civil Defense Department regarding
the failure to commence cashew
cultivation activities on this part of
land and those officials have informed
that they will take steps to promptly
complete cashew cultivation activities
on the relevant part of land once
sufficient financial provisions are
received.

This project was discussed at a
meeting held on 03.07.2025 with the
participation of the relevant Ministers
and Ministry Secretaries and in there;
ideas were exchanged to carry out the

the leasing based
on short term and
construction of the
elephant fence.

Steps should be
taken to utilize the
resources of the
institution
efficiently
effectively.

and

Arrangements
must be made to
obtain lease
payment or rental
income.
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the area of Kallaru Oya on the eastern
border of the Kondachchi Estate and any
lease payment or rental income had not
been received for those constructions in
2023 and 2024.

Outsiders had occupied 155 acres of the
Suduwattura Ara Estate and since the
estates had not been taken over in the
name of the Corporation, legal action had
not been taken to remove those outsiders.
Accordingly, the Corporation had failed
to ensure the security of government-
owned lands.

As at 31 December 2024, out of the 9,056
acres utilized by the Corporation, 1,083
acres are not cultivatable with cashew,
while 7,973 acres are cultivatable with
cashew. Of this, the area under cashew
tree cultivation was 3,487  acres.
Accordingly, the amount of land that was
idle without cashew cultivation but
cultivatable was 4,486 acres and 56.2 per
cents of the corporation’s usable land
remained unutilized.

Out of the 3,487 acres where budded and
seeded cashews were cultivated by the
Corporation, 3,410 acres were productive
lands and the number of fruitful trees was
48,613. The Corporation had stated that
the number of budded cashew trees that
could be cultivated per acre was 70.
Accordingly, the average number of
budded trees grown per acre was 14.
Accordingly, the corporation had become

relevant project in a way that would
benefit this corporation. Accordingly,

after the relevant decisions are
communicated to the Corporation,
further action will be taken
accordingly.

Complaints have been filed with the
police regarding the acquisition of 155
acres of land in the Suduwattura Ara
Seed garden by outsiders and steps
have been taken to inform the relevant
Divisional Secretariat officials. Since
the ownership of this land lies with the
Divisional Secretary, the relevant
interventions must be carried out by
them and the Corporation will provide
the necessary support for this.

The 4,486 acres of cultivable land that
remained uncultivated were acquired
by this corporation after the war, i.e. in
the years 2014, 2019 and 2021.
Accordingly, the maximum time that
has elapsed since this land was
received by the Corporation is 10 years
and during that time, the relevant
estates have been developed with new
cultivation activities of about 1,700
acres. As the high cost to be incurred
for development due to the high prices
of existing goods and services, the
amount of land that can be developed
per year is limited. However, plans
have already been made to develop
these lands in the future.

As at 27.03.2024, the number of
productive acres of cashew cultivation
in the Corporation's estates is 1,696.
According to the 2024 reports, the
number of productive cashew trees is
55,724. Thus, the average number of
trees per acre is approximately 33. In
the estates of this corporation such as
Kamandaluwa, Vellankulam, and
Punarin, there are mostly seed cashew

Action should be
taken to  stop
illegal occupation.

Steps should be
taken to carry out
land development
activities

efficiently and
utilize  resources
effectively.
Cashew

cultivation should
be made efficient.
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ineffective in cultivating cashew trees.

The Corporation had indicated that 70
budded cashew trees could be cultivated
per acre. During the five-year period from
2020 to 2024, a total of 68,215 new
cashew saplings had been planted and the
land area was 1,161 acres. Accordingly,
the average number of newly planted
cashew trees per year was 13,643
(68,215/5 = 13,643) and Of the 4,486
acres that could be developed, 314,020
budded cashew trees (4,486x70) could be
cultivated and the annual average area of
land under new cashew trees was 232.2
acres (1,161/5=232.2). Accordingly, it
was observed that it would take 19 years
to cultivate new cashew trees on the 4,486
acres that were not cultivated and could
be developed.

The corporation's cashew trees had not
been fertilized during the period from
2018 to November 2024. In December
2024, a total of 29,850 kg of fertilizer,
consisting of 10,850 kg of urea, 6,000 kg
of MOP, and 13,000 kg of ERP, was
provided to the estates in Eluwankulam,
Puttalam and Hardy. By the end of
December 2024, only 12,950 kilograms of
fertilizer had been used for 9,340 cashew
trees from that fertilizer stock, while the
remaining 16,900 kilograms of fertilizer
had been stored unused in warehouses on
the estates. Failure to fertilize cashew
trees within the prescribed period had
resulted in a decrease in cashew yield.

With the aim of providing accurate
information to various institutions within

plantations planted at 40 plants per
acre, while in some parts of the
Kondachchi estate, there are also a
significant number of land plots
cultivated at 50 plants per acre. Under
these circumstances, it is practical to
have about 39 cashew trees per acre.

The time taken to develop the
remaining 4486 acres of the
Corporation's estates that have not yet
commenced cultivation is determined
by factors such as the capacity of the
Sri Lanka Cashew Corporation
(number of officials, number of
workers, amount of machinery), the
amount of funds provided and finding
solutions to  existing  problems
(construction of fences/clearance of
land ownership/payment of arrears of
rental/carrying out land surveys/census
work).

Due to practical circumstances in
delays in procurement activities
beyond the control of the Corporation
resulted in delays in the supply of
fertilizer for cashew. Accordingly,
fertilizer was transported to the estates
on 19.12.2024. In this situation, it was
not possible to use all the purchased
fertilizer before 31.12.2024, and the
application of the relevant fertilizer to
crops was completed during the first
quarter of 2025.

Although a general awareness
campaign was conducted through an

Steps should be
taken to make
cashew cultivation
efficient and
utilize  resources
effectively.

Fertilizer  should
be applied at the
right time.

The collection of
information
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the state machinery in formulating policy
plans by the government and providing
various supports to the sector, the Sri
Lanka Cashew Corporation had submitted
to the 558th Board of Directors meeting
through Board Paper No.
SLCC/EXT/02/11/2024 dated 20
February 2024, to register entrepreneurs
engaged in the cashew sector. However,
the collection of information about
entrepreneurs engaged in the cashew
sector in Sri Lanka had not been
completed by the end of December 2024.

During the restoration work on the
Kondachchi Estate, timber was obtained
from the trees on the estate for the
buildings. During the felling of those
trees, timber such as Kaluwara and Kalu
mediriya which are designated as
protected timber and cannot be used for
production purposes without permission
was obtained by cutting and felling in
violation of departmental circulars and
other relevant rules and regulations at the
discretion of the officers of the
Corporation, contrary to the circular No.
04/2010 of the Secretary of the Ministry
of Environment and dated 29 December
2010 and without the approval of the
authorities.

When examining targets and the
achievement of the targets for the year
2024 in cashew plant nurseries, although
all successful budded cashew plants
should be issued from the nursery to the
cultivation field by the end of 2024, due
to poor management, the Mahiyanganaya
and Hardy/Kiran cashew nurseries failed
to issue even a single cashew plant into
the field. Furthermore, the death rate of
cashew plants in the Mahiyanganaya and
Mangalagama cashew plant nurseries had
reached as high as 15 percent.

advertisement in a popular newspaper
to register entrepreneurs engaged in
the  cashew sector with the
Corporation, no response was received
from those parties. Accordingly, the
staff of the Extension Division of the
Corporation are taking the necessary
steps to provide information about the
relevant entrepreneurs to the best of
their ability, and for this purpose, the
necessary steps are being taken to
collect the information currently held
by the Divisional Secretariats of the
relevant districts.

A formal disciplinary investigation is
currently  underway against the
relevant officers based on the findings
of the audit observations set out below,
and decisions are expected to be taken
in the future based on the results.
Accordingly, since it is legally
problematic to present information
related to the relevant investigation, it
is possible to present information
related to these observations after the
investigation is completed.

As at 31.12.2024, the total number of
successfully budded cashew trees
remaining in the nurseries was
159,379. By then, there were 8,538
successful budded cashew plants
remaining at the Mahiyangana Nursery
and 23,879 budded cashew plants
remaining at the Hardy Nursery.
Accordingly, there was no obstacle to
the release of plants from the said
nurseries before 31.12.2024, but due to
practical circumstances, there has been
a delay in the farmers taking the plants
to be released under the subsidy

related to the
cashew industry
should be
expedited.

Should be acted
according to the
rules and
regulations
imposed by the
government.

New cashew
plantations should
be established as
planned.
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By the end of the year under review, the
area under cashew cultivation was
approximately 3,487 acres with 55,724
fruit-bearing cashew trees. Although the
net book value of those trees was stated in
the financial statements as Rs.70,304,127,
A census of the cashew trees, numbering
of the trees and preparation of a register
of the trees had not been carried out.

Due to the fact that the property, plant and
equipment of the institution were not
coded, the assets could not be separately
identified. As a result, the audit was
unable to verify the value and existence of
the property, plant and equipment
amounting to Rs. 285,684,612 stated in
the financial statements.

Despite the removal of the Deputy
Chairperson of the Sri Lanka Cashew
Corporation, the cab provided to her with
the services of a driver had been driven
2,069 kilometers for personal purposes

scheme. Also, as mentioned here, the
percentage of plant deaths in the
Mahiyangana and  Mangalagama
nurseries has increased due to the
spread of fungal infections, however,
the plant production activities have
been completed while controlling those
conditions as much as possible.

Although cashew tree censuses have
been conducted every year in the past,
it has not been possible to complete the
work due to the high cost involved in
numbering cashew trees, depending on
the annual income and expenditure
situation of each estate. However, the
necessary procurement activities have
already begun to number the cashew
trees in the Poonarin and Vellankulam
estates and prepare a tree register and
thereafter, the tree numbering and
preparation of tree registers in the
remaining estates are scheduled to be
carried out according to the available
financial provisions.

During the annual survey activities for
the year 2024, steps have been taken to
introduce asset classification codes for
all other estates and regional offices,
including the head office except for the
Nedagamuwa and Puttalam processing
centers, the 05 outlets of the
Corporation and the Puttalam Regional
Office Accordingly, in simultaneous
with the annual survey activities in the
year 2025, necessary steps will be
taken to complete the introduction of
codes for the duty premises where
asset codes have not yet been
introduced.

Since the line ministry has formally
notified the Corporation that this
former Deputy Chairperson has been
removed from the relevant position
with effect from 04.10.2024 with a

A census of

cashew trees
should be
conducted,

numbered and

entered into a tree
register.

The property,
equipment,  and
equipment of the
institution should
be coded.

The cost of using
the double cab
during the time off
duty should be
recovered.
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3.2

3.3

during the period until 27 October 2024
without the control of the corporation.

Transactions of Contentious Nature

Audit Issue

It was observed that the Corporation earned a
profit of Rs. 13,845,266 during the year
under review, mainly due to the increase in
sales revenue by Rs.86,160,509 compared to
the previous year. In the nearest 05 years i.e.
from 2020 to 2024, regardless of government
grants, the visible loss in the financial
statements of the corporation in the last 5
years was in the range of Rs. 148,049,770 to
Rs.102,312,533. Thus, it was observed that
the going concern of the corporation is
challenging due to reasons such as
continuous losses, staff vacancies and the

reduction of production due to non-
cultivation of the existing cashew
plantations.

Under -utilization of Funds

Audit Issue

Due to the weakness
Rs.225,000,000 received from the

2021, 2022, 2023 and 2024, Rs.

Furthermore,

underutilized funds.

in utilizing the
line
ministry in 2021 for the restoration of the
Kondachchi Estate and the modernization of
the water supply system, as of 31 December
168
million, Rs. 146 million, Rs. 132 million
and Rs. 62 million of government funds
were deposited in a savings account as
the
Corporation had failed to effectively invest
the balance of Rs. 101.40 million in the
savings bank account including the balance
of the funds received for the restoration of

letter dated 12.11.2024. According to
the attached daily vehicle driving
records, she has used the Corporation's
vehicle bearing number PF — 9521
(double cab) for driving purposes from
04.10.2024 to 28.10.2024. However,
the Corporation has not made any fuel
allowance or any other payment to her

for that driving purpose for the
relevant period.

Management Comment

In order to prevent adverse

conditions, necessary steps are being
taken to prepare the necessary legal
framework for income
diversification and to introduce and
propagate varieties that minimize
yield variability during weather
changes through long-term research.

Management Comment

The amount of Rs. 225 million
received from the Line Ministry in
2021 for the restoration of the
Kondachchi  Estate  and  the
modernization of the water supply
system has been deposited in a
savings account at the Bank of
Ceylon and has been used so far
according to the needs of the
Kondachchi Estate. The balance of
that amount as of 30.06.2025 is
Rs.45.35 million, and since that
money will also be utilized within a
short period of time according to the

Recommendation

The going concern
of the corporation
should be ensured.

Recommendation

Excess and idle
funds should be
utilized to
generate

maximum benefit.
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3.4

3.5

(@)

(b)

the Kondachchi Estate as at 31 December

activities of the relevant project and

2024 and the excess money exceeding the the ability to use the relevant balance

expenditure for the year 2024.

for investment is very limited.

Idle or underutilized Property, Plant and Equipment

Audit Issue

For the processing of cashew nuts at the
Nedagamuwa and Puttalam processing
centers of the Sri Lanka Cashew
Corporation, regarding unusable and idle
storage of 02 machines that are the cashew
packing machine purchased at a cost of Rs.
8,100,000 and the machine to make cashew
processing more efficient purchased at a cost
of Rs. 9,030,000 had not been investigated
and taken action until 31 December 2024

Human Resources Management
Audit Issue

An acting estate superintendent, one driver,
one watchman and one field assistant were
assigned as permanent staff to manage the
4,338 acres Kondachchi Estate and it was
observed that the staff was not sufficient to
manage a large estate.

A 44-year-old employee who engaged in
security patrol duties at the Kondachchi
Estate died after being shot with a trap gun
on 15 June 2024 and the corporation paid
compensation of Rs.260,000 for that death.
In July 2024, Rs.90,000 was also paid from
the corporation's funds to the relatives of a
worker who died of a heart attack while
working on the checkroll (who had worked
for 20 years). Insurance coverage had not
been implemented for vulnerable employees
working on the Corporation's estates.

Management Comment

Despite continuous efforts to appoint
a suitable officer from the Public
Administration Investigation
Officers' Pool to hand over the
preliminary investigation work to be
conducted in relation to the
procurement activities related to the
purchase of these machines, it was
not possible to complete the relevant
task as none of the officers contacted
would undertake the preliminary
investigation work.

Management Comment

As soon as the financial situation of
the Corporation improves, necessary
steps will be taken to fill the
currently vacant positions at the
Kondachchi Estate as required.

Due to the financial provisions
available in the Corporation, no
other  property or  employee
insurance coverage schemes other
than vehicle insurance have been
implemented in the recent past.
Taking into account the status of
financial provisions and paying
attention to this audit observation,
necessary steps will be taken to
obtain employee and other property
insurance  coverage  for  the
Corporation in the future.

Recommendation

The machines
should be utilized
at maximum
capacity or given
to other estates for
use.

Recommendation

The necessary
employees  should
be hired.

Insurance coverage
should be provided
for vulnerable
employees.
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