
  

Transaction  Report of the  Paddy Marketing Board - 2024  

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

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

2024, was carried out under my direction in pursuance of 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 read in 

conjunction within article 154(1) of the constitution of the democratic socialist republic of Sri Lanka. 

My observations on the activities of the Board in the year under review 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 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 be responsible for presenting of the annual reports pertaining to 

the entity which was being audited to the Parliament. 

 

2.  Financial Statements  

2.1  Presentation of Financial Statements 

 

Audit Observation  

 

Comments of the 

Management  

 

Recommendation  

 

Although the financial statements 

and draft annual report should be 

presented to the Auditor General 

within 60 days upon the end of the 

accounting year in accordance with 

paragraph 6.6 of the Operational 

Manual for Public Enterprises 

introduced by the Public 

Enterprises Circular No. 01/2021 

dated 16 November 2021, the 

financial statements approved by 

the Board of Governors for the 

years 2023 and 2024 had not been 

presented for audit even as at the 

date of this report. 

No comment had been 

made.  

The actions should be 

taken to present the 

financial statements and 

draft annual reports to 

the Auditor General on 

the due date. 
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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 2022 are given below. 

  

 Item in the Financial statement  Value  

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

 Assets                    Rs. 

 Non-current Assets   1,083,067,286 

 Current Assets    8,365,283,194 

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

 Total Assets                9,448,350,480 

Total Equity and Liabilities 

Non-current Liabilities             13,558,028,615 

Current Liabilities    8,957,845,151 

 Equity              (13,067,523,286) 

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

 Total Equity and Liabilities     9,448,350,480 

 

 

 Total Income     6,523,656,723 

 Total Expenditure    8,339,349,447 

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

 Deficit                   1,815,692,724 

 

  

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) Section 22.1 in 

Chapter XLVIII of the 

Establishments Code 

of the Democratic 

Socialist Republic of 

Sri Lanka  

It is the responsibility 

of the disciplinary 

authority to take 

suitable steps in each 

circumstance to prevent 

the unnecessary delays 

in formal disciplinary 

investigations. 

However, disciplinary 

investigations regarding 

11 officers who were 

suspended, sent on 

compulsory leave and 

The matter has been 

referred to the Criminal 

Investigation Department 

to proceed with further 

actions related to one 

officer. The formal 

disciplinary investigation 

has been completed 

regarding another officer 

and the investigating 

officer has been 

instructed to propose and 

present the punishment to 

The necessary steps 

should be taken to 

formalize the 

disciplinary process 

and execute with no 

delay.  
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reinstated from the year 

2015 to 2023 had not 

been completed even as 

at date of audit; 08 July 

2025, although a period 

between 02 and 10 

years has passed.  

 

be imposed. The formal 

disciplinary 

investigations have been 

initiated for three officers 

and the investigating 

officers have been 

appointed regarding four 

other officers. One officer 

has been dismissed from 

the service and charge 

sheets have been prepared 

for another officer. 

 

(b) Financial 

Regulations of the 

Sri Lanka 

Democratic Socialist 

Republic of Sri 

Lanka  

 

   

(i)  Financial Regulation  

137 

62 Vouchers worth      

Rs. 41,032,883 had not 

been approved.  

 

 

The posts in the top 

management had been 

vacant since the year 

2021 and only the 

Acting Deputy General 

Manager 

(Administration) and 

the Chairman were to 

recommend and 

approve the vouchers 

and notes. Even if all 

payment vouchers have 

not been approved, the 

approval for the 

payment of those 

vouchers has been 

granted by the 

Chairman through the 

relevant notes. At 

present, the actions 

have been taken to 

obtain the 

recommendation and 

approval as per the F.R. 

137 for all payments on 

Form General 35 

vouchers.  

 

The 

approving 

officer should 

take steps to 

grant 

approval in 

accordance 

with the 

financial 

regulations. 

The officers 

who certified 

vouchers and 

made 

payments 

without 

approval 

should be 

responsible 

for the 

relevant 

payments. 
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(ii)  Financial Regulation 

371 (2) (b) as 

amended by the Public 

Finance Circular 

01/2020 dated 28 

August 2020. 

Although the advances 

should be given only to 

a staff grade officer, the 

advances amounting to 

Rs. 1,872,000 had been 

given to 11 non-staff 

grade officers in the 

year 2024. A total of    

Rs. 842,990 had been 

given as advances on 

06 occasions in the year 

2024 exceeding the 

maximum limit of        

Rs. 100,000 that an 

interim imprest can be 

given.  

 

Although there should 

have been 08 staff 

officers, all the staff posts 

except one had been 

vacant by that time.  

 

In future, the permission 

will be obtained from the 

Treasury in the instances 

where the maximum limit 

of an ad-hoc sub imprest 

is exceeded. 

 

The actions 

should be taken 

to give 

advances in 

accordance 

with financial 

regulations. If 

it is necessary 

to give ad-hoc 

sub imprest 

exceeding the 

limit, it should 

be given 

subsequent to 

obtaining the 

approval of the 

Treasury. 

 

(iii)  Financial Regulation 

371 (5) as amended by 

the Public Finance 

Circular No. 01/2020 

dated 28 August 2020  

The advances 

amounting to                  

Rs. 947,515 given by 

the Board to 11 officers 

on 31 occasions from 

the year 2016 to 31 

December 2024 had not 

yet been settled even 

though a period from 

01 year and 01 month 

to 08 years 07 months 

had passed by the date 

of audit; 30 August 

2025. Further, the 

advances of Rs. 

1,070,000 given on 16 

occasions in the year 

2024 had been settled 

after a delay of 15 days 

to 5 ½ months. 

 

All the advances issued in 

the year 2024 have been 

settled by January 2025. 

The arrangements will be 

made regarding the 

settlement of outstanding 

advances from 2016 to 

2024 in the future. All the 

officers in the Head 

Office and Zonal Offices 

have been instructed to 

submit the advances to 

settle immediately after 

completing the work for 

which the advances were 

received. 

 

The actions 

should be taken 

to settle the 

outstanding 

advances 

without delay 

in accordance 

with the 

financial 

regulations. 

The steps 

should be taken 

to issue internal 

circulars for the 

control of those 

matters. 

 

(iv)  Financial Regulation 

396 (d) 

The proceedings had 

not been made in 

accordance with the 

financial regulations 

regarding 169 cheques 

worth Rs. 774,914,860 

issued as at 31 

December 2024 in 

relation to 04 bank 

The transactions relating 

to the transfer of funds 

amounting to                      

Rs. 689,052,990 have not 

been included in the cash 

books as the letters were 

sent to the bank without 

recording them in the 

cash books. Further 

The 

proceedings 

should be made 

in accordance 

with the 

financial 

regulations 

about the non-

entry of the 
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accounts and 

outstanding for a period 

of 06 months to 08 

years, and however not 

presented for payment. 

 

 

proceedings will be done 

based on the 

recommendations 

received from the 

committee with the 

participation of the 

internal auditor according 

to the instructions of the 

Board of Directors. 

 

cheques and 

money not 

presented in the 

cash book.  

 

(v)  Financial Regulation 

756 amended by the 

Public Finance 

Circular 01/2020 dated 

28 August 2020 

The annual board of 

survey had not been 

done for a period of 05 

years from 2019 to 

2024. 

 

The arrangements have 

been made to complete 

the board of survey by the 

third week of December 

2025. 

 

The steps 

should be taken 

to conduct the 

annual board of 

survey in 

accordance 

with financial 

regulations. 

 

(vi)  Security Ordinance of 

the Public Officers on 

the Financial 

Regulation 891 and 

Chapter 612 

Although a security 

register containing the 

details of the officers 

required to give 

securities should be 

maintained, the actions 

had not been taken 

accordingly. 

 

The steps will be taken to 

maintain a security 

register.  

The steps 

should be taken 

to maintain a 

security 

register by 

identifying the 

officers who 

are required to 

give securities 

in accordance 

with financial 

regulations. 

 

(c) Paragraphs 6.7 and 

2.2.2 (b) (viii) of the 

Operational Manual 

for Public Enterprises 

introduced by Public 

Enterprise Circular 

No. 01/2021 dated 16 

November 2021 

The warehouses and 

assets had not been 

verified annually after 

the year 2018. Further, 

the Board of Directors 

had not paid attention 

to secure the existence 

of the institution 

through the 

introduction of the 

systems such as risk 

management and 

operational control. 

An asset verification has 

been arranged for the 

year 2026. Further, work 

is underway to introduce 

systems such as risk 

management, 

operational control, and 

an inventory control and 

management system is 

being improved. 

 

An asset 

verification, 

including 

warehouse, 

should be done 

and the new 

systems should 

be introduced 

and existing 

systems should 

be improved 

for risk 

management 

and operational 

control. 
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3.2 Advances  

  

 Audit Observation  

 

Comments of the Management  

 

Recommendation  

 

 According to the details of 

the settlement of advances 

presented to the audit, the 

advances amounting to          

Rs. 20,504,361 that had been 

given to 07 Zonal Offices up 

to 31 December 2022 had not 

been settled even by 30 

August 2025. 

Further proceedings will be done 

based on the recommendations of 

the committee appointed on the 

instructions of the Board of 

Directors to solve the complications 

regarding the advances. The steps 

will be taken to find the required 

details regarding the outstanding 

advance balances existing from 

before the year 2020 and to settle 

those.  

The actions should be 

taken to settle the 

advance immediately 

after  completing the 

assigned work. 

 

 

4.  Operational Review 

4.1 Management inefficiencies 

4.1.1 Warehouse Management  

 

 Audit Observation  

 

Comments of the Management  

 

Recommendation  

 

(a) The Board had provided 

warehouses to 03 private 

sector institutions and one 

public sector institution as at 

17 September 2025 without 

entering into agreements, and 

the agreements for another 

02 warehouses provided to 

02 private sector institutions 

had not been updated for a 

period of 22 years and 08 

years. 

 

The warehouses have been provided 

to private/government institutions 

without entering into agreements. 

The post of Legal Officer of the 

institution has been vacant since the 

year 2021 and the drafts for each 

agreement have already been 

prepared. 

The actions should be 

taken to enter into 

agreements when renting 

out the warehouses and 

the steps should be taken 

to update such 

agreements.  

 

 Further, the rent for the 

warehouse provided to the 

public sector institution had 

not been paid. The Provincial 

Department of Valuation had 

assessed a monthly rent of   

Rs. 23,500 and Rs. 27,500 

respectively on 21 February 

2023 and 21 May 2025 for 

the said warehouses. 

However, although it had 

been mentioned as per the 

report issued by the Assistant 

A letter has been sent to the State 

Timber Corporation on 09 

December 2025 requesting to pay 

the outstanding amount. 

- Do  - 
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Regional Manager on 14 

August 2025 that a sum of    

Rs. 35,500 should be paid by 

the Board per month for 20 

months from 01 April 2023 

to 30 November 2024 

amounting to a total of           

Rs. 710,000 exceeding the 

said value, the arrears of rent 

up to 31 December 2025 had 

been failed to be collected.  

 

(b) Although the lease period of 

the Kekirawa Rice Mill 

Complex; which had been 

sub-leased, had expired on 

31 December 2022, it was 

observed that the lessee 

private institution was 

occupying the premises even 

by 31 December 2024 with 

no permission and without 

paying the lease. Further, the 

Board had failed to recover 

the outstanding lease rent of       

Rs. 1,725,000 up to the 

expiry date of the agreement; 

31 December 2022, even as 

at the date of the audit; 17 

September 2025.  

 

The Commissioner General of 

Lands has sent a letter to the 

Divisional Secretary of Kekirawa 

requesting to submit a project 

proposal for this land. 

 

When the warehouses are 

rented out, formal 

agreements should be 

entered into and the 

arrangements should be 

made to collect the rents 

of the warehouses on 

time. 

(c) The valuation reports 

requested by the Board from 

the Department of Valuation 

for Kundasale warehouse 

complex, which had been 

given on lease to a private 

institution, had been given by 

the Department of Valuation 

after 23 months, that is, on 

01 August 2024. 

Consequently, a monthly 

rental assessment of Rs. 

130,000 had been given for 

the next 03 years with effect 

from the year 2022. 

However, as the Board had 

charged per Rs. 100,000 

Although the monthly valuation 

amount from the year 2022 should 

be Rs. 130,000, it has been 

informed by the Department of 

Valuation through the letter dated 

01 August 2024, and the agreement 

has been signed for 02 years from 

February 2024 and the monthly 

rental has been included as Rs. 

250,000 in the agreement.  

 

The actions should be 

taken to obtain the 

valuation reports on time, 

and to include the 

conditions that the 

outstanding rent will be 

based on the valuation 

reports when entering 

into agreements as well 

as to charge the rent 

accordingly.  
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from the year 2022 to 

January 2024, a rental 

income of        Rs. 750,000 

had been lost for the said 

period. 

 

(d) Only the warehouse No. 03 

of Kachchigal Ara 

Warehouse Complex 

consisted with 04 

warehouses had been leased 

to a private institution for the 

next 02 years from July 2023 

at a monthly rent of                 

Rs. 50,000 as per the 

estimation of the Department 

of Valuation. However, all 

other properties located on 

the warehouse premises, 

except for 02 warehouses and 

the office, had been used by 

the lessee. However, the 

necessary actions in this 

regard had not been taken by 

the Board. 

 

Only the warehouse No. 03 has 

been given on lease basis, and 

further actions will be taken 

regarding the use of the property in 

the premises owned by the Board 

by the lessee. 

 

The steps should be taken 

to collect the rent for the 

entire land utilized by the 

lessee.  

(e) A total of Rs. 8,234,894 had 

been spent on repairs and 

equipment purchases 

between 2017 and 2019 for 

converting the building 

owned by the Board located 

in Hattongama, Ratnapura 

into a tourist bungalow. 

However, the said tourist 

bungalow had remained idle 

even until the date of audit; 

17 September 2025. 

Even if the building was upgraded 

as a tourist bungalow, the expected 

income has not been able to be 

generated. Consequently, the steps 

are being taken to give the 

equipment of this tourist bungalow 

to the functional tourist bungalows 

and to transfer the building to a 

public institution that has requested 

at the valuation amount of the 

government as per the approval of 

the Board of Directors 

 

A pre-study should be 

carried out before 

incurring expenses for 

such activities. The steps 

should be taken to utilize 

the building or to utilize it 

for another suitable 

purpose. 

 

(f) Paddy had been stored at 

Warehouse No. 03 of 

Kaduruwela violating the 

Circular No. 

PMB/OP/Paddy/Pur/2024/25 

Maha – 12 dated 06 February 

2025 issued by the Chairman 

regarding the storage of 

paddy in accordance with the 

The Regional Managers have been 

notified to take actions to inform 

the officers regarding the 

safeguarding of purchased paddy 

stocks. 

The safety measures 

should be followed in 

accordance with Circulars 

when storing the 

purchased paddy stocks. 

The safety measures 

should be taken 

immediately regarding 

the stocks in the relevant 
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Paddy Purchase Program 

during the 2024/2025 Maha 

season. According to the 

physical inspection carried 

out on 15 May 2025, the 

paddy sacks had been piled 

on the concrete floor without 

using a pallet or other cover, 

and some of the paddy sacks 

had been damaged and the 

paddy stocks had been 

dispersed on the ground. 

Further, as the roof of the 

warehouse had been pierced 

and the window shutters and 

glass panes had been broken, 

there was a risk to the paddy 

stocks for being damaged.  

 

warehouse. 

(g) Although 353 warehouses; 

with a capacity of 326,710 

metric tons, owned by the 

Board had been in use, the 

total paddy stock owned by 

the Board as at 31 December 

2024 was only 129.1 metric 

tons and the total storage 

capacity utilized related 

thereto was only 0.04 

percent. Accordingly, 99.96 

percent of the warehouses 

owned by the Board had 

remained unutilized 

Although the Board should 

maintain a safety stock, the said 

stock has not been maintained due 

to the lack of adequate funds. Also, 

as the private rice mill owners are 

buying paddy at a higher price than 

the price being bought by the Board 

in the market, there was no trend of 

selling paddy to the Board by the 

farmers. Due to those reasons, 

adequate paddy stocks have not 

been received for that purpose even 

if there was a storage capacity.  

 

The arrangement should 

be made to utilize the 

maximum capacity of the 

warehouses and the 

proceedings should be 

made accordingly. The 

required measures should 

be taken to maintain a 

safe stock of paddy. 

 

 

4.1.2 Staff Management  

 

 Audit Observation  

 

Comments of the 

Management  

Recommendation  

 

(a) 

 

 

 

 

 

The former Deputy General Manager 

(Operations) of the Board had been 

dismissed from the service with effect 

from 06 October 2023. As it had been 

ordered subsequently to settle the case, 

reinstate him with effect from 01 

January 2025, and pay an amount of                       

Rs. 1,552,556 in 05 equal installments 

as arrears of salary in accordance with 

the verdict given on 28 January 2024 in 

Subject to the one of the 

conditions of the case to pay the 

salary arrears in 5 equal 

monthly installments, the steps 

were taken to pay from January 

2025 and the case has been 

concluded by paying the total 

amount in June 2025. The said 

person is currently employed in 

the post of Deputy General 

The institutional 

measures required to 

complete the 

disciplinary 

proceedings should be 

taken without delay 

and the steps should 

be taken to avoid idle 

expenses. 
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relation to the case filed by him in the 

Labor Tribunal, this amount paid had 

become an idle expenditure.  

 

Manager (Operations). 

 

(b) If it is understood through the 

preliminary investigation that there are 

sufficient grounds to charge against the 

officer by conducting a preliminary 

investigation, a charge sheet should be 

prepared by the relevant disciplinary 

authority and issued to the relevant 

officer. Although the preliminary 

investigation report related to one 

officer had been submitted to the Board 

of Directors on 13 September 2024, no 

further action had been taken in that 

regard even if a period of 9 months had 

passed by the date of audit; 09 July 

2025. 

 

It was observed that the charges 

in the charge sheet drafted and 

submitted for the first accused 

officer, which has been given 

with the preliminary 

investigation report, were not 

specific. The charge sheet has 

been re-drafted and provided. 

Further proceedings are in 

progress. 

 

 

. Further actions 

should be taken with 

no delay based on the 

reports of the 

preliminary 

investigations. 

(c) An officer who had been on compulsory 

leave since 06 September 2022 had 

been reinstated on 22 February 2023 

without even initiating a preliminary 

investigation. 

 

The approval has been granted 

to appoint a Deputy Director in 

the Department of Sri Lanka 

Police to conduct the 

preliminary investigation. 

Further proceedings are in 

progress. 

The steps should be 

taken to formalize and 

expedite the 

disciplinary actions. 

(d) No further disciplinary action had been 

taken even as at the date of audit; 09 

July 2025, against an officer for whom 

a charge sheet had been issued on 05 

March 2019 regarding the misuse of 

cheques.  

 

The approval has been granted 

to appoint a Deputy Director in 

the Department of Sri Lanka 

Police to conduct the 

preliminary investigation. 

Further proceedings are 

underway. 

- DO -  

(e) A preliminary investigation had not 

been conducted regarding an officer 

who had been interdicted on 01 January 

2021 about a decrease in paddy stocks. 

Further, although a charge sheet had 

been issued on 18 October 2024 against 

an officer who was interdicted on 11 

July 2019, further disciplinary actions 

had not been taken until 11 August 

2025. 

One of the two officers has 

been provided with documents 

of evidence and the actions are 

being taken to provide 

documents of evidence to the 

other officer. 

- DO - 

(f) Although it is the responsibility of the 

management to establish and maintain 

an internal control system to prevent 

errors and fraud, the fulfillment of 

Accepted. A large number of 

essential posts in the institution 

being vacant for many years has 

resulted in weakening of 

The urgent steps 

should be taken to 

establish appropriate 

internal control 
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management's responsibility had 

remained weak due to reasons such as 

direct allegations made against 

executive and staff level officers 

holding the posts of Deputy General 

Manager, Regional Manager and 

Assistant Regional Manager, the same 

officer being accused on more than one 

occasion, unsteadiness of disciplinary 

procedures, delay and administrative 

weaknesses. 

 

supervision activities. At 

present, the applications have 

been called to fill the vacancies 

of Deputy General Manager 

(Administration), Legal Officer, 

Accountant and 02 posts of 

Assistant Accountant, and the 

required proceedings are being 

made.  

 

systems and employ 

the suitable high-level 

officers to prevent the 

irregularities, errors 

and fraud. 

4.1.3 Stock Control 

 

 Audit Observation 

 

Comments of the Management 

 

Recommendation 

 

(a) 

 

 

According to the detailed 

investigation report on 

shortage of stock and the 

summary report on 

surcharges as at 31 July 

2025, a total of Rs. 

14,638,670 was due from 57 

officers from the year 2009 

to the year 2014, out of 

which the full amount related 

to 48 officers, a total of Rs. 

8,587,648, had been 

recovered as a part related to 

04 officers. A total of             

Rs. 6,051,022 was still to be 

recovered from 09 officers. 

Out of this, the Board had 

not taken any action to 

recover the total amount of                   

Rs. 4,657,459 due from 05 

officers and 6 officers 

including those 05 officers 

had left the service of the 

Board between 2018 and 

2023. 

 

The correct total of the surcharge 

recovery report as at 31 July 2025, 

relating to the surcharge recovery 

for shortage of stock in the year 

2014, is Rs. 8,587,648. 

 

Action should be taken to 

recover the losses related 

to stock shortages 

immediately. 

 

(b) According to the 2018 

investigation report on 

shortage of paddy and the 

Summary Report on Stock 

Surcharges, Rs. 122,339,309 

was to be recovered from 

The appeals of 84 officers have 

been considered and concluded. 

Regarding the surcharge imposed 

on the Stock Keepers, further action 

will be taken on the surcharge 

imposed on the instructions given 

Action should be taken to 

recover the surcharge 

immediately or make the 

necessary adjustments. 
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127 officers and as at 31 July 

2025, Rs. 120,779,808 was to 

be recovered from 120 

officers. Accordingly, even 

after 07 years since the stock 

verification, the amount not 

recovered from the total 

surcharge value was 98.7 

percent, which means the 

rate of recovery was less than 

two percent. Further, out of 

these officers, any amount 

had not been recovered for 

surcharges totaling Rs. 

119,355,183 from 118 

officers, and the balance to 

be recovered from 14 officers 

who had left the service of 

the Board was        Rs. 

13,243,120. 

 

by the Secretary. 

 

03 more officers are to be 

summoned to the Appeal 

Committee, and 4 officers have not 

submitted appeals. Since the 

shortage of stocks related to 5 

officers has been written off by the 

shortage of stock committee due to 

natural reasons, there is no amount 

to recover as the surcharge. 

 

 

(c) In relation to the stock 

verification in the year 2022, 

only the establishment of 

shortage of stock committees 

had been carried out with the 

participation of the officers 

of the Ministry to impose 

stock surcharges, and 

although more than two years 

had passed by 04 August 

2025, the date of audit, the 

surcharge for shortage of 

stock had not been imposed. 

 

Delays have occurred due to a 

shortage of officers in the Board. It 

has been decided to convene all 04 

appointed committees at once and 

prepare common criteria for 

shortage of stocks /shortage 

investigations, and those 

committees are scheduled to be 

convened on 22 December 2025. 

 

 

Action should be taken to 

determine specific dates 

for the appointed 

committees to make 

decisions on surcharges 

immediately. 

 

(d) Due to the failure to 

promptly identify the officers 

responsible for the shortage  

of paddy, the failure to 

activate the surcharge 

recovery process, the failure 

to maintain the process 

continuously, and the delay 

in appeal proceedings. The 

responsibility of the 

management in that regard 

had not been properly 

fulfilled.  

At the   instance where the 

surcharge is imposed for shortage 

of stocks on the recommendations 

given by the shortage of stock 

committee, having informed the 

Stock Keeper in this regard, and if 

they do not pay the surcharge, it is 

scheduled to be taken action to 

submit it to the Appeal Committee   

and recover the surcharges based on 

the recommendation given by it, 

and if they do not pay, further legal 

action will be taken immediately. 

Action should be taken to 

activate the surcharge 

recovery process for 

shortage of stocks of 

paddy, and to appoint 

committees immediately. 
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4.1.4 Board of Survey 

 

 Audit Observation 

 

Comments of the Management 

 

Recommendation 

 

 The report of the last board 

of survey conducted by the 

Board for the year ended 31 

December 2018 was 

submitted on 03 January 

2020, and accordingly, action 

had not been taken regarding 

1,696 commodity items that 

were identified as to be sold, 

repaired, or transferred even 

after 05 years had lapsed. 

 

Immediate action will be taken in 

the future for the relevant items as 

per the board of survey conducted 

in the year 2018, and the items 

identified as to be sold, repaired, or 

transferred in the current board of 

survey for the year 2025. 

 

 

Action should be taken to 

implement the 

recommendations in the 

reports of the board of 

survey immediately. 

  

4.1.5    Action Plan and Procurement Plan 

 

 Audit Observation 

 

Comments of the Management 

 

Recommendation 

 

(a) The approval of the Board of 

Directors had not been 

obtained for the Action Plan 

for the year 2024, and the 

progress of each of its 

activities had not been 

submitted to the audit. As per 

the said plan, Rs. 10 million 

had been planned to be spent 

on training and development. 

However, the said plan had 

not been implemented in the 

year under review. 

 

Due to the absence of senior-level 

officers in the institution, the 

approval of the Board of Directors 

has been delayed. 

 

 

Action should be taken to 

obtain the approval of the 

Board of Directors for the 

Action Plan and the 

planned tasks should be 

implemented, and the 

progress should be 

submitted to the audit. 

 

(b) The procurement plan should 

comply with the Annual 

Budget and the Action Plan. 

Although Rs. 72 million was 

allocated for the acquisition 

of capital assets according to 

the 2024 budget, only 

purchases of capital assets 

amounting to Rs. 10 million 

were included in the 2024 

procurement plan.  

 

Capital provisions for the year 2023 

were received in the last quarter of 

that year and the said provisions 

were incurred in the first quarter of 

the year 2024. The Board has not 

received any capital allocation for 

the year 2024. 

 

 

The feasibility of 

obtaining provisions for 

the requirements should 

be properly identified, 

and the budget and plans 

should be prepared 

accordingly. 
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4.2        Operational Inefficiencies 

4.2.1     Purchase of Paddy 

   

 Audit Observation 

 

Comments of the Management 

 

Recommendation 

 

  According to the 2024 

Action Plan, it was planned 

to purchase 20,000 and 

10,000 metric tons of paddy 

for the 2023/2024 Maha and 

2024 Yala seasons 

respectively. However, the 

actual purchase was 2,638 

metric tons and 120 metric 

tons respectively, which 

was a minimum of 13 

percent and 1 percent of the 

planned amount. 

 Comments have not been given. 

 

Realistic plans should be 

prepared, and necessary 

actions should be taken to 

achieve the goals of the 

plan. The reasons for not 

being able to achieve the 

goals of the plan should 

be reviewed by the 

management and taken 

into consideration in 

preparing future plans. 

 

 

4.2.1.1     Purchase of Paddy in Maha Season 2023/2024 

 

 Audit Observation 

 

Comments of the Management 

 

Recommendation 

 

(a) As per the Cabinet Decision 

No. CP 24/0514/604/061 

and dated 18 March 2024, 

Rs. 500 million had been 

provided under the 

Government Paddy 

Purchase Programme for 

the Maha Season 2023/24, 

and it was expected to 

purchase 4,500 metric tons 

of paddy from 12 selected 

Districts covering all 07 

Regional Offices (Zones). 

However, 2637.83 metric 

tons of paddy were 

purchased from 04 Districts 

covering 02 Zones for Rs. 

277,076,880, which was 

only 58 percent of the 

planned amount. 

 

Due to the lack of interest from 

farmers in providing paddy to the 

Board in the 2023/24 Maha season, 

the expected paddy stocks have not 

been purchased. 

 

 

Action should be taken to 

utilize the allocations 

efficiently and achieve 

the desired objectives. 

 

 

 

 

(b)  At the time of purchase of 

paddy in the Maha season, 

the Board had 321 

warehouses with a total 

The expected paddy stocks were not 

purchased due to the lack of interest 

of farmers to provide paddy to the 

Board in the 2023/24 Maha season. 

 Plans should be made to 

utilize the maximum 

capacity of the 

warehouses, and action 
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capacity of 271,400 metric 

tons. However, only 12 

warehouses were used to 

store the paddy purchased 

in the 2023/24 Maha 

season, which was less than 

1 percent of the total 

storage capacity,99 percent 

of the total storage capacity 

had remained idle. 

 

 

 

should be taken 

accordingly. 

 

(c) During the release of paddy 

stocks in the warehouses 

belonging to the Southern 

and Ampara zones, 32,010 

kilograms less was released 

to the mills due to the 

shortage of paddy stocks, 

and Rs. 3,582,336 was 

refunded accordingly. No 

action had been taken to 

reveal the reasons for the 

shortage of paddy stocks 

even by 30 June 2025, the 

audit date. 

The investigation committee on 

shortage stocks of paddy is 

currently taking action to study the 

shortage of paddy stocks in the 

warehouses of the Southern and 

Ampara zones. 

 

 

Action should be taken to 

identify the reasons for 

the shortage of stocks and 

the responsible parties 

and to recover the losses. 

 

 

     4.2.1.2    Purchase of Paddy in Yala Season 2024 

 

 Audit Observation 

 

Comments of the Management 

 

Recommendation 

 

(a) 

 

Without paying attention to 

the amount of paddy 

purchased in previous 

seasons, estimates were 

prepared to purchase 18,000 

metric tons for Rs. 2,000 

million for the 2024 Yala 

season. However, the actual 

amount of paddy purchased 

was only 119.699 metric tons 

worth Rs. 15,560,870. 

Due to the increase in paddy prices 

in the market, the estimated paddy 

stocks have not been received due 

to the lack of interest in providing 

paddy stocks to the Paddy 

Marketing Board. 

 

 

Plans and estimates 

should be prepared by 

paying attention to the 

matters that may affect 

them, and action should 

be taken to achieve those 

targets. 

 

(b) Even though it took between 

06 months and 01 month to 

settle the advances of            

Rs. 1,150,000 provided for 

04 zones for the purchase of 

paddy, no paddy had been 

purchased.  

The Regional Managers have been 

instructed to settle the advances 

received immediately. 

 

 

Action should be taken to 

promptly settle the 

advances received for the 

purchase of paddy. 
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4.2.2     Loans for the purchase of paddy and repayments 

 

 Audit Observation 

 

Comments of the Management 

 

Recommendation 

 

(a) For the purchase of paddy in 

the 2019/20 Maha season,    

Rs. 1,000 million was 

obtained from the People's 

Bank on 28 January 2020 

and Rs. 840 million on 04 

March 2020, with the 

guarantee of the Treasury, to 

be paid in 36 monthly 

installments at an interest 

rate of 11 percent, and due to 

non-payment of the loan 

installments as scheduled, 

the loan repayment period 

had been extended by 15 

installments to 51 monthly 

installments. Further, as per 

the bank confirmations, by 

31 October 2025, Rs. 

539,766,520 had been paid 

as interest and       Rs. 

5,424,658 as late fees for this 

loan amount, and the balance 

to be paid further by 31 

October 2025 was                     

Rs. 508,135,210. 

 

 Rs. 1,081 million of the loan has 

been paid. Due to the delay in 

providing money for this rice by 

supermarkets including Lanka 

Sathosa, the loan of Rs. 759 

million payable to People's Bank 

could not be paid properly. Rs. 250 

million has been paid in the year 

2025. The interest payable as at 31 

December 2025 will be paid from 

the value of the fixed deposit, 

which is close to maturity, of Rs. 

115.2 million. 

 

 

 

 

The loan obtained should 

be utilized efficiently for 

the relevant purposes and 

paid back as scheduled. 

 

(b) A loan of Rs. 6,500 million 

had been obtained from the 

Bank of Ceylon in 11 

installments from 01 

February 2022 to 11 March 

2022 on the basis of 06 

monthly installments to 

purchase paddy for the 

2021/22 Maha season. This 

entire loan amount had been 

repaid on 25 January 2025, 

and more than 34 months 

had lapsed for that purpose. 

If the loan had been repaid 

within the stipulated 06 

months, the interest payable 

would have been Rs. 

The paddy purchased using this 

loan has been converted into rice 

and the proceeds from the sale 

have been used to settle the loan. 

However, due to the delay in 

providing the relevant money by 

the supermarkets including Lanka 

Sathosa, which had purchased the 

rice, the loan could not be paid 

properly. Therefore, these late fees 

had to be paid. 

 

 

The loan obtained should 

be utilized efficiently for 

the relevant purposes and 

paid back as scheduled 
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49,150,684, but by the time 

the entire loan was repaid, a 

total of                         Rs. 

285,990,921 had been paid, 

consisting of                   Rs. 

272,142,801 in interest and 

Rs. 13,848,120 in late fees. 

Accordingly, due to non-

repayment of the loan on the 

due date, an excess of              

Rs. 236,840,237 had to be 

paid. 

 

(c) Since the Board was unable 

to repay the pledged loans 

taken from the Bank of 

Ceylon and the People's 

Bank for the period 2012-

2019 for the purchase of 

paddy, the Treasury had to 

convert it into a term loan 

and pay the installments and 

interest to the above banks 

from 2020 to 2028. 

According to the bank 

statements of the Board, the 

Treasury had made payments 

of Rs. 12,456,567,732 to the 

2 banks on behalf of the 

Board from 2020 to April 

2025. Further, according to 

the loan installment 

document submitted to the 

audit, a total of                          

Rs. 8,438,865,806 was to be 

paid in full from May 2025 

to May 2028 to the Bank of 

Ceylon and to September 

2028 to the People's Bank, 

consisting of                              

Rs. 7,113,719,959 to settle 

the loan and                                

Rs. 1,325,145,847 as the 

interest. 

 

The Board has to sell the rice at a 

price lower than the purchased 

price and the cost incurred for it, 

resulting in a huge loss. By 01 

April 2025, Rs. 6,482,136,304 and            

Rs. 5,974,371,266 as interest have 

been received from the General 

Treasury for the settlement of the 

loans. From May 2025 to May 

2028, an amount of                              

Rs. 7,122,038,752 and an interest 

of Rs. 1,307,355,980 have to be 

further paid to settle the loan. 

 

 

Action should be taken to 

use the loan amount for 

the relevant purpose, and 

manage efficiently to 

generate income. 
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4.2.3   Maintenance of Bank Accounts 

 

 Audit Observation 

 

Comments of the Management 

 

Recommendation 

 

(a) As per the financial 

statements of the year 2021, 

the Board had 58 bank 

accounts. Since only bank 

statements, cash books and 

bank reconciliation 

statements related to the 10 

bank accounts were 

submitted for the financial 

audit of the year 2024, the 

information related to the 

48 bank accounts was not 

submitted to the audit. 

 

  

Having taken over the cash 

payments of the Regional Offices of 

the Board to the Head Office, no 

transactions have been made in the 

40 current accounts of the People's 

Bank and the Bank of Ceylon until 

the year 2025. However, the 

Regional Offices have been 

informed to prepare the cash books 

and bank reconciliation statements 

related to these 40 current accounts 

and the 07 current accounts existing 

on behalf of the Regional Offices 

and submit them to the Head 

Office. Since the financial 

statements for the years 2023 and 

2024 are currently being prepared, 

bank reconciliation statements for 

all current accounts are being 

finalized. 

 

Cash books, bank 

reconciliations, bank 

statements, balance 

confirmations and other 

information related to all 

bank accounts should be 

submitted to the audit. 

 

(b) In relation to the 04 bank 

accounts, 90 unrealized 

deposits worth                         

Rs.879,119,375 which were 

old from 06 months to 13 

years as at 31 December 

2024, had not been 

identified, and accounted. 

Further, in relation to the 

said 04 bank accounts. 

However, 168 cheques  

issued but un-presented as 

at 31 December 2024 worth 

Rs. 774,914,809 were 

remained without being 

settled for a period of 06 

months to 08 years and 01 

month. Further, instead of 

identifying and reconciling 

42 remittances totaling 

Rs.3,536,192 directly 

credited to one account 

during the period July 2019 

The value of cheques deposited but 

not realized was Rs.741,271,241. 

The cash transfers of 

Rs.690,000,000 transferred from the 

Head Office account to the 

Regional Accounts were made on 

the basis of letters to the bank and 

are not included in the cash books. 

 

The cash transfers of 

Rs.689,052,990 credited to the 

current account were made on the 

basis of letters to the bank without 

being recorded as payments and 

receipts in the cash books and are 

not included in the cash books. 

Those who have deposited money 

directly into the bank that is not 

included in the cash book will be 

verified by the bank and will be 

settled by issuing receipts and 

entering them in the cash books. 

 

Action should be taken to 

promptly identify and 

account unidentified 

receipts, and unrealized 

deposits and cheques not 

presented for payment 

should be identified and 

action should be taken in 

accordance with 

Financial Regulations. 
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- October 2024, it had been 

indicated in the bank 

reconciliation statement as 

Unidentified Deposits. 

                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                       

 

4.3     Utilization of Vehicles 

 

 Audit Observation 

 

Comments of the Management 

 

Recommendation 

 

(a) It was observed during the 

physical inspection 

conducted on 18 December 

2025 that 02 motor vehicles 

which were referred to 02 

private garages for repairs on 

19 June 2020 and 25 

February 2022 had been 

parked in those garages for 

more than 05 years and 03 

years respectively. 

 

Action will be taken to call a 

technical report in respect of one 

vehicle and thereafter, appropriate 

expeditious action will be taken in 

this regard. Having transferred the 

ownership of the registration of 

other motor vehicle to the Ministry 

of Agriculture, action is being taken 

to hand over it to the said Ministry 

by a recovery carrier. 

 

The vehicle belonging to 

the Board should be 

repaired and appropriate 

expeditious action should 

be taken regarding the 

other vehicle, and action 

should be taken to 

transfer it to the 

institutions holding the 

ownership of the 

registration immediately. 

(b) According to information 

received from the 

Department of Motor Traffic, 

as at 19 March 2025, 98 

vehicles registered as 44 

motor vehicles in the name 

of the Chairman of the 

Board, 10 motor vehicles, 08 

three-wheelers and 32 

motorcycles in the name of 

the Board and 04 motor 

vehicles in the name of the 

General Manager of the 

Board were not physically 

available in the Board. 

 

The Board has the original copies of 

the registration certificates in 

respect of 06 motorcycles. The 

registration certificates of the 

remaining vehicles are not in the 

possession of this Board and action 

is being taken to obtain computer 

extracts from the Department of 

Motor Traffic to verify their 

ownership of registration. 

 

 

 Action should be taken 

to verify the information 

on these vehicles owned 

by the Board to the audit. 

The disposed vehicles 

should be handed over to 

the relevant parties, and 

the accuracy of those 

transfers should be 

confirmed. 

 

(c) The Board had 06 motor 

vehicles and 03 motorcycles 

and out of which 05 motor 

vehicles and 03 motorcycles 

had not been recorded in the 

books of the Board. 

 

 

The ownership of the other vehicles 

in the Board will be checked and 

valued by a valuation committee, 

and the necessary action will be 

taken to adjust the relevant values 

under property, plant and 

equipment in the final accounts. 

 

The ownership of the 

vehicles of the Board 

should be checked and 

included in the fixed 

assets register and 

financial statements. 

 

(d) Even though it was 

recommended to dispose of 

02 motor vehicles and 02 

Since the same officers have been 

reappointed as members of both the 

Vehicle Survey Committee and the 

Action should be taken to 

complete the disposal 

activities immediately. 
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motorcycles that had been 

out of use since the year 

2019 after 4 years, i.e. on 27 

July 2023, the disposal 

activities had not been 

completed even by 21 

November 2025. 

 

Vehicle Valuation Committee, the 

approval has been granted to 

appoint the Valuation Committee, 

and carry out further disposal 

activities with the approval of the 

Secretary of the Ministry based on 

the report obtained from the same. 

 

 

 

 


