Sri Lanka Cashew Corporation— 2024
1. Financial Statements
1.1 Qualified Opinion

The audit of the financial statements of the Lanka Cashew Corporatidor the year ended 31
Decemler 2024 comprising the statement of financial positias at 31 December 28 and the
statemenbf profit and loss and other comprehensive incestetement of changes in equity and cash
flow statement for the year then ended, and notes to the financial staemelnding 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 Natial Audit Act No. 19 of 2018 and Finance Act No. 38 of
1971. My comments and observations which | consider should be tefgtatliameneppear in this
report.

In my opinion, except for the effects of the matters describgohiagraph 1.5 ofhis repat, the
accompanying financial statements give a true and fair view of the financial position of the
Corporationas at 31 Decemb@024 and of its financial performance and its cash flows for the year
then ended in accordance w#hi Lanka Accounting Stalards.

1.2 Basis for Qualified Opinion

My opinionis qualified on the ntters described in paragraph dfthis report.

I conducted my audit in accordance with Sri Lanka Auditing Standards (SLAUWSg)
responsibilities, under those standardsfarer t her descri bed in the Aud
Audit of the Financial Statementgection of my report. | believe that the audit evidence | have
obtained is sufficient and appropriate to provide a basis for my qualified opinion.

1.3 Respmsibilities 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 fon suternal 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 forragsess he Cor por
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
Corporationor to cease operations, lmais no realistic alternative but to do so.

Those charged with governance are responsible for overseei@alhre p o r finantcial re@oging
process.

As per Section 16(1) of the National Audit Act No. 19 of 2018, the Corporaigequired 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 AuditScope(Audi tor’s Responsibilitieatembmgr t he Audi't

My objective is to obtain reasonable assurance about whether the financial statements as a whole are
free from materi al mi sstatement , whet her due t
includes my opinion. Reasonable assuras@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 jomdégsdgment
and maintain professional scepticism throughout the audit. | also:

1 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 igi@gseand 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, forgeintentional omissions, misrepresentations,
or the override of internal control.

1 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 purpepeesting an
opinion on the effectiveness of the Company

1 Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the management.
1 Conclude on the approprit eness of the management s use

accounting and based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may ¢
continue as going concern. If | conclude that a material uncertainty exists, | am required to
draw attention in my auditords report to t|
if such disclosures are inadequate, to modify my opinion. My conclusiensaged on the
audit evidence obtained up to the date of
conditions may cause the Company to cease to continue as a going concern.

1 Evaluate the overall presentation, structure and content of the finantémhetas, 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 fasay tbedsllowing;

1 Whether the organization, systems, procedures, books, records and other dobhawehten
properly and adequately designed from the point of view of the preserdftiformation to
enable a continuous evaluation of the acesitdf theCorporation andwhether such systems,
procedures, books, records and other documents are in effepéxagion;

1 Whether theCorporationhascomplied with applicable written laver other general apecial
directions issued bthe governindody of theCorporation

1 Whether theCorporationhas performed according to its powers, functions and duties; and

1 Whether the resources of th@orporationhad been procured and utilized economically,

efficiently and effectively within the time framesid in compliance with the applicable laws
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15

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 1
year of 2024, it was observed that a ftc
difference of Rs. 235,259 due to a decreas
Rs. 32,908 in thevritten off of Nalanda anc

Vilachchiya estates, an increase of Rs. 56,

in invesment on newplanting and an increas

of Rs145,740 in investment on other sm

project .
Asperpar agradPhi 3banka
Standérind t he revalu

vehicl 8PDeae n2b2d rathougha |

assets belonging to
be reval ued at t B8eof
mot or vehiclrevaluedhad n

Management Comment Recommendation

Agrcee Correct ve
Action wild/l bbe used
the relevant pr ep aCraismg
cash flow stastatement
the -owirfis eof t

and Vil achchi
investrrents in new plantation
and investments in other sm
projects

The revaluation results of 0 Ac ¢ o r td theaQyr
motor vehicles which revalue L a n k a Ac
after the financial statemen St and,ad d s .
were submitted for auditato bel ongi ng

be accounted for. Furthermor c at egor yb e

th e number of revalued i
t hat need to ti me
22. Out of them , due fc

chassis numbers o8 motor
vehicles which are very old at

unclear, i t has \
possibl e t o
revaluationl e
I n this regar
of Mot or Tr a
infor med in
22.042025and a r e
been mad e t
necessary ste
a considerabl
to obtain the
technical ok
rel evant ar e
revaluati on W
been possible
reval uati on
remai ni ng mand
steps will be
t h o actvities a s SO
possi bl e.
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()

(d)

(e)

(f)

As per paragraph 77 of Sri Lanka Accounti
Standards 16, disclosure was not m:
regarding the revaluation of assets amoun
to Rs. 159,475,000 during the year anavds
stated that there were no revaluations in
accounting notes of the financial statements.

In accordancevith paragraph 51 of Sri Lank
Accounting Standards 16, due to the
annual review of the residual value and ust
life of noncurrent assets, the financi
statements hadhot disclosed the amount «
Rs44,648,405 of fixed assets that had b
fully depreciated but were still in use.

Although the provision for retirement gratui
should be investedcaording to the forma
investment plan as per the Sri Lan
Accounting Standards 19, an investment |
not been made corresponding to the balanc
Rs. 51,175,852 in the account of provisic
for retirement gratuity at the end of the ye
under review. Dring the reporting year,
monthly Rs.100,000 had been initiated
deposit in a savings account at the Bank
Ceylon as an investment for retirement gratt
provisions and the balance in the account a
31 December 2024 was Rs. 502,223.

Al t houWeédi ghiiee d Eg=t m
was used t o cal cul
accordance wi t h Sr
Stan@2antde financi al
t hat t he institutio
First | rFIFG)imetlkod. Out (

Management had nc
commented.
Management had nc
commented.

As stated brein, in accordanc
with the financial provisions
currently available to the
Corporation, an amount ¢
Rs100, 000 are deposited
monthly in a savings accoul
at the Bank of Ceylon fo
retirement gratuity provisions
However, consi der
financdiatli ompo
C o r p o rinatheifutune anc
subject to the approval of th
Board of Directors, necessa

decisions will be taken t
increase the monthl
investment  for retiremen
gratuity provision to
Rs.200,000 and to furthe
increase that amour
gradualy.

Since it was decided that tt
weighted average cost (WAC
method was more logical tha
theFir st | n(FIFO)
method for identifyinghe cost
of inventory of the institution
t he cost of

calcul ated un
a n accordingly, steps will be
taken to revise the accountir
policy related to the valuatio

Accor dto nYr
Lanka Ac
St andaedss

di sclosur ¢
asset re
shoul d be

According to Sri
Lanka  Accounting
Standards, the
carrying value of
assets should b
disclosed in the

financial statements.

Sufficient investmenti
to settle the gratuity
obligations should be
made in accordanc

with  Sri Lanka
Accounting
Standards.

Costing methods
should be used t
calculate inventory
costs according tc
correct  accounting
policies
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(9)

152

(@)

(b)

(©

As per Sri Lanka Financial Reportir
Standards 9, although the Simplified Approe
based on Lifetime Expected Credit Loss (EC
should be used to provider losses on trad
receivables, the Corporation had made
general provision of 5 percent on the total tre
receivable balance as at date of the finan
statement.

Accounting Deficiencies
Audit Issue

Although the Nalanda Estate was removed fr
the control of the Sri Lanka Cashe
Corporation in the year 2024, the value of t
Nalanda office building worth Rs. 793,0¢
which was undetCapital Work In Progreskad
not been removed from the accounts.

Rs. 1,357,791 to be paid for the perisdm
1999 to 2009 for the
large estates totaling 1,586 acres, 2 roods an
perches belonging to the Land Refor
Commission and the amount to be paidergal
to the commission due to the use of a la
amount of land of 1,874cees belonging to th
Commission from 2010 to 2024 had not be
calculated and accounted for.

The Audit fee of Rs.1,331,040 to be paidthe
National Audit Office as at 31 December 20
was stated in the financial statements

Rs.531,298 which was less Rs.799,742.

of inventories in the financia

statements correspondingly.

Management h a According to Sri
answer s. Lanka  Accounting
Standards, losse
should be allocatet
for trade debtors
based on Lifetime
Expected Credit
Losses.
Management Comment Recommendation
Agreed. Financial statement
As stated herein, th should be prepared b
construction cost of the eliminating assets the

Nalanda Office Building of
Rs. 798,092 included unde
Capital Work In Progres:
will be removed and the
financial statements will b
corrected.

A provision for rental
payable on lands belongir
to the Land Reforms
Commission has not bee
included in the financia
statements  because
issues that arose hen
issuing orders for surveyin
the relevant lands have n
yet been resolved by th
Commission. After resolving
the relevant issues ar
following the upcoming
discussion with the Lan
Reforms Commission, th
revised rental payable will
be included in thdinancial
statements after resolvin
the relevant issues.

Accepted

Audit
should be accuratel

do not belong to the
organization.

Should be calculate
and accurately
accounted for retal
related to the lands use
by the institution in
accordance with Sr
Lanka Accounting
Standards.

fees payable

accounted for.
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(d)

1.6

161

(@)

Since 2011, actions had not been taken It has been decided to sel Actions should be take
calculate thericome taxes and make provisiol the Corporation's incoentax to calculate Income tax
make payments and submit income tax retu returns  for the yea make provision, maks
Furthermore, irrecoverable withholding ti 2023/2024 to the Inlani payments and subm
(WHT) of Rs. 779,483 was shown as Revenue Departmer income tax returns.

receivable balance in the financial statements through the online systen
Steps will be taken f
complete the process ¢
sending the relevant ta
returns within a short perio
of time. Steps will be takel
to send income tax returr
for other years as pe
relevant future decisions.

Accounts Receivable and Payable

Receivables

Audit Issue Management Commem

Recommendation

The corporation had given to thithen As per the written instruction Action should be taker
Ministry of Economic Development cashe given by the Department of Publ to  settle
plants worth Rs.9,466,200 in 11 years a Enterprises of the Ministry o receivable
It was observed that due to the relevi Finance regarding the recovery promptly.

ministry has now been abolished, there is this amount, it has been informe

possibility of recovering thalebt included that to recover the relevant lo:

in the balance of other debtors. amount, the subject of the
Divineguma Department whic
was under the Ministry o
Economic Development at thi
time has now been transferred
the Ministry of Rural
Development, Social Security ar
Community Empowerment
Therefore, a letter has been sent
that Ministry to take further actior
regarding the subject matter, b
no response has been received
far. Accordingly, a reminder lette
dated 27.06.2025 has been seni
the relevant Ministry in this
regard. Further action will be take
as per the instructic received
accordingly.
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(b)

1.6.2

1.6.3

The Corporation'sradereceivable balare
included debt balances of R$%70,356
between years 1 and 2 and Rs. 2,676,
beyond 2 years and cashewdhbeenre-

issued on credit tanstitutions that have nc

paid their debts before the debt were sett
Accordingly,
Corporation's

internal control

was weak.

Payables

Audit Issue

Rs.3,500,000 which was taken throu
the intervention of the then Ministry ¢
Corporative Development in 2005 fro
the Paddy Marketing Board on the ba
of repayment for purchasing raw cash
and the related interest of Rs.927,500 |
na been paid until the year under reviev

Advances

Audit Issue

In accordance with the provisions

Section 371(2) of the Financii
Regulations of the Dmocratic Socialist
Republic of Sri Lanka, although it we
stated that the advances received
government officials in connection wit

it was observed that tt
regardir
sales on credit basis and recovery of d

Out of the total amount o Formal
license debtor balance: debt balance.
outstanding as of 31 Decemb
2024, stepshave been taken t
recover R$1,432,047 a of
30.06.2025. Out of the
Rs4,969,831 still outstanding as
the above date, the highe
outstandng balance of
Rs1,454,410 isto be recoverec
from Lisala Enterprises and sin
there had been no response to
continuous notifications made |
that institution in this regard, leg:
action has been taken to reco\
the debt amount. Letters have al
been sent to obin confirmation of
the outstanding balances of ott
debtors and necessary action w
be taken to recover the outstandi

balance accordingly.

Management Commem Recommendation
Agreed. Accounts payable
balances should b

After receiving of the amount ¢ ¢qtyjeq promptly.

Rs9,466,200 due from th
Ministry of Economic
Development, action will be

taken to pay the loan amount ¢
Rs3,500,000 that obtained Lk
the Corporation from the Padc
Marketng Board and the relate
interest amount.

Management Comment Recommendation

Due to various practical issues Control over the
there have been delays in t issuance anc
settlement of the advance settlement of

mentioned herein and steps will | advances should b
taken to complete the settlement made efficient.
all these advances within the futu
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official duties

(ad hoc submprests) short period of time and th

should be settled immediately after t necessary reports will be made
completion of the task for which it i this regard.

grarted. There were 9 occasions with

outstanding value of Rs.617,000 as at

December 2024. The outstanding per

had ranged from 1 month to 4 years an

months. Accordingly, control over th

issuanceand settlement of advances h

been weakened.

1.7 Non-compliance with Laws, Ruks, Regulations and Management €isionsetc.

(@)

Reference to
Laws, Rules
Regulations etc.

Decisions of the
Committee on
Public
Enterprises
dated 24 July
2012

Non-compliance Management Comment Recommendation

Although the Committee o1 The survey activities on th Actions should be
Public Enterprises ha Eluwankulama Estate Phase taken to take ove
informed the Corporationtcand Il lands and the the ownership ol
take over the legal rights ¢ SuduwathuréAra land have lands that are
the lands that it does nc been completed and surve without legal rights
have legal rights to, & orders have also been issued as decided by thi
activities related to takin( the lands located in th committees.
over the legal rights of thi Achchigewatta  Estate  ar
11,326 acres of cashe Kamandaluwa Estat in
cultivation land  which Puttalam. The total number «
included 2,367 acres befol lands of the Corporation fc
2012 and 8,959 acres aft which legal right should b
2012 given by the completed is 08. The total co
Divisional Secretariats an estimated by the Surve
the Land Reform Department is Rs. 20.21
Commission had not bee million. Considering the currer
completed as at 31 financial positon, it is possible
December 2024. to spend R2.00 million from
the Corporation's allocations «
2025 out of the above total co:
A letter has been forwarded -
the ministry in charge for th
provision of Rs18.218 million
which is further required. Also,
report on the lands owned by tl
CommissionetGeneral of Lands
which occupied by the Sri Lank
Cashew Corporation has be
sent to the Commissione
General of Lands and a writte
request has been made to f
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(b)

()

(d)

Section 18
the

of Although audit fees must b

National paid and settled within 3l

Audit Act No. days from the date of th

19 of 2018

Paragraph 66 o

invoice, the Sri Lanke
Cashew Corporation ha
not settled the audit fee ¢
Rs1,331,040 for the audi
fee invoices issued oR6
March 2024 and 27
November 2024.

Although the draft annua

the Manual for report and accounts shid
Good be submitted to the lin
Governance of ministry and the
Public Department  of  Public
Enterprises, Enterprises of the Treasul
Circular No. with copies to the Auditol

PED/01/2021 on

Public
Enterprises,
dated

November 2021

issued by

Secretaryof the

Generalwithin 60 days of
the end of the financia
year, the accounts of the
Corporation for the year
ending 31 December of th
year under review were
submited to the Auditor

16

the

Treasury, Generabn 11 April 2025.

Paragraph 09 o Asset classification code
the Asset should have beel
Management introduced for the
Circular No. identification and
MF/CG/02(Cir) management of assets, t

dated 28 June¢ the Corporation had nc

2017

Ministry
Finance
Mass Media

of

the introduced such codes.
of
and

Divisional Secretarge  of
Manthai (West) and Poarin to
submit survey ordersfor the
Vellankdam and  Pooarin
estates to be surveye
Accordingly, the relevant surve
activities will be carried ou
during the reporting year.

Due to the current financie
situation of the Corporation, th
payment of audit fees has be
delayed and he outstanding
audit fee of R4.,,331,040 up tc
2023 will be paid during this
year.

Agreed.

Outstanding
fees

audi

should be

settled promptly

Accounts

repds

Due to it took a considerabl should be submitte(

time to correct technical errors

to the

Auditor

the financial statements durir General within the

the review prior to the issuanc
of the prepared financic
statements, there was delay in
submitting the financia
statements to the Auditc
General for the year unde
review as mentioned hereil
However, action will be taken t
submit the financial statemen
within the stipulated timefram
from the next year onwards.

During the annual surve
activities for the year 2024, ste|
have been taken to introdur
asset classification codes for
other estates and regidn
offices, including the head offic
except for the Nedagamuwa a
Puttalam processing centers, t
05 outlets of the Corporation ar
the Puttalam Regional Office
Accordingly, in simultaneou:

prescribed time
frame.
Steps should b
taken to codify the
institution's  assett
quickly.
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2.

2.1

3.1

(@)

(b)

Financial Review

Financial Result

with the annual survey activitie
in the year 2025, necessatgss
will be taken to complete th
introduction of codes for th
duty premises where asset coc
have not yet been introduced.

The operéing result of the year under iew amounted to a profit of Ris3,845,266 and the

corresponding losén the preceding year amounted to R€20,580. Therefore an improvement
amounting to R4.8,865,846of the financial result was observed. The reagonshe improvement
areincrease in sales revenue, recurring grants, and other incomes.

Operational Review
Management Inefficiencies

Audit Issue

Management Comment

Recommendation

The teak plants cultivated in tF The assessment of the number of 4, Steps should bt
teak trees in the Eluwankulama est taken to promptly

Corporation'sEluwankulam Estate in th
Puttalam District inthe year 2000 at
cost of Rs$482,874 have grown to th
point of being able to produce timber |
the year 2024, and the number of tre
there is about 4,253. Although its assed
value was estimated at R44000,000,
the value of those trees had not be abl
include in the financial statements as
process of transferring the leg
ownership of the estate to the Corporat
had not yet been completdelrthermore,
the corporation was unable to realize 1
financial benefits that could have be
obtained by monetizing those trees.

The number of coconut trees

Kamandaluwa estate in Puttalam a
Hardy estates in Ampara was 4,1¢
which consisted of 1,14f immature
trees, 2,391 of productive trees and ¢
arid trees. The coconut yield in 2024 w
46,032 nuts and the sales value of t

mentioned above has been comple
with the advice of the Department
Forest Conservation and accargly,

complete
process
acquiring

the
of
legal

the assessed value as of 27.03.202 ownership of the
Rs. 244.337 million.However, since Eluwankulam

the process of transferring the lec
ownership of the Eluwankulam Esta
to the Corporation has not yet be
completed, it is not possible to incluc
the assessed value ofofe teak tree:
in the accounts of corporatiorlhe
survey work of the Eluwankular
Estate has also been completed at
present, and accordingly, as soon
the legal ownership of the estate
completed, the relevant adjustmel
will be entered into the doks of
account.

Agreed.

The reason for the decrease in coco
yield was that the fertilizer that shou
be applied to coconut trees was 1
applied propdy. Furthermore, weathe
conditions alsa@ausedo this decreas:
in productivity. However, the fertilizer

estate.

Necessary

step

should be take to

increase
yields.

coconu
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©)

(d)

yield was Rs.3,210,30@&ccordingly, the
annual coconut production of a producti
tree was 19 nutsPoor maintenance c
coconut trees and poor fertilization

increase productivity, and removal 4f9
arid trees were not carried out.

Although the corporation's data shoy
that there are about 70,000 hectares
cashew plantations in Sri Lanka a
between 100,000 and 120,000 metric t
of cashewfruit waste per year and 7
percent of cashew shell waste teaf
cashew production, i.e. approximate
59.415 metric tons were disposed of &
the potential activities of these dispos:
had not been investigated and appropr
steps had not been taken.

has been applied properly now, and
increase in coconut vyields can |
expected in the future. The Puttale
District Secretary has taken ¢
necessar actionsto remove 491 aric
trees and has forwarded them to i
Secretary ofMinistry of Agriculture
for approval in accordance with tt
relevant Act and once approval

received, steps will be taken to remo
those trees.

The cashew harvest takes place a
the cashewfruit have falen to the
ground. The reason for this is that t
cashewfruit is considered fully ripe
only after the cashevwuit itself falls to
the groundOnce the casheWuit falls
to the ground, within 24 hours, tt
chemicals in théruit react with the air
in the atmosphere to form phenol
compounds and making it difficult t
produce byproducts. Furthermore
during the cashew harvest season in
Lanka, the entire casheWvuit yield
cannot be utilized for any industry du
to the fact that ripe cashewruit
bemme food for wild animaland only
a small amount can be used for val
added products through safe harvest
and cold storage.

The process of extracting oil frol
cashewshellshad to be stopped due-
lack of demand for it. The machir
used for this is dcated at the
Nedagamuwa Processing Center.
Four corporate officers were trained |
the Industrial Technology Institute 1
produce wine and vinegar from cashi
nuts, and plans are being made
commence production activities t
following a feasibility stdy in
conjunction with  the Industria
Technology Institute.

Work should be
done to develog
wine and ethyl
alcohol products
and byproducts.

Aggregated value of R5494,764 ofthe A threemember committee includin Idle assets shouli
generator, boiler, oil production machii an engineer from the Public Worl be disposed of o
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(e)

from cashew shells which areigting at
the Nedagamuwa processing center
the boiler which are existing at tr
Puttalam processing center were idle ¢
actions had not been taken to use th
machines after repairing or actions h
not been taken to dispos&so, due to the
fact that the cashew processing boiler
the Nedagamuwa Cashew Process
Center has been out of operation sir
2015, the production efficiency whic
could have been obtained by boiling t
raw cashew at a rate of between 90 anc
percent had dropped to bewsve70 and 8C
percent due to the damage of the casl
nuts. As a result, between 15 and
percent of the income that could ha
been obtained from selling cashew ni
had been lost.

In 2021, t was planned to construct (
official residenceswith an allocation of
Rs19,250,752 by the State Ministry «
Export Promotion and Industries relat
to development of small plantation cro
including sugarcane, maize, cashew ni
pepper, cinnamon, cloge betel leaves
The Corporation had not fully complete
these official residencesfor use by 31
December 2024. Furthermore, it w
observed that government fund had b
spent uselessly as the builgin
constructed at a cost of R236,080 ai
the Dambulh Commercial Nursery sit
and Rs. 942,754 at the Monarag;
Hidikiwula site were unusable due
substandard construction.

Depatment has been appointed

obtain recommendations for tt
disposal of assetsAccordingly, the
relevant assets will be disposed of
accordance with the recommendatic
of the relevant committee.

The processing method current
followed by the Corporatn ensures
that the taste and unique color of t
cashews that consumers expect fr
the Corporation. The Corporation
currently uses cashew cuttir
machines to cut cashews which has
potential to minimize the breakage a
splitting of cashews. However, a
technical committee will conduct a fu
study on the production of cashew ni
through boilers and work will be dor
to adopt the relative advantagec
method in the future.

Currently, the construction of 0
official residences in Mihintale,
Puttalam, Poonarin and Mahaoya ar
using the relevant ministrjunds has
been completed and the releve
official residenceare currently being
used. Also, while only the foundatic
of the official residenceplanned to be
built in the Nalanda Estate whe
cultivation activities were previousl
carried out by the Coporation has
been constructed, the construction
the relevant official residence has be
suspended since the relevant land \
handed over to the Elkaduw

" Plantation Company which owns tt

land on which the said estate
located.

Furthermore, of theremaining 02
official residences, about 75 percent
the construction work of the officic
residence located at the Dambu
Commercial Nursery land of th
Corporation has been completed. St
have been taken to seek relev:
advice from the Civil Engirer of the

repaired to make
them usable.

Unfinished
residence
constructions
should
completed
efficiently and
useal them
Substandard
constructiams
should be made fi
for use.

be
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(f)

(9)

For the year 2024, the total value of t
annual cashew nut production of t
Kondachchi, Puttalam, Hardy, Manker
and Suduwthura Ara estates exceed
Rs8,276,438 and the total maintenar
cost was R29,453821, resulhg in a loss
of Rs21,177,383. The total value of tt
cashew nut production of th
Eluwankulam, Kamandaluwa, Paarin,
Vellankdam and Mahaoya estates w
Rs51,384,373 and theotal maintenance
cost was R87,160,015, resulting in .
profit of Rs14,402,%0. Accordingly, the
reasons for the losses of the estates
not been investigated and remed
actions had not been taken.

When comparing the target vyield
cashew plantations i8024 with the raw
cashew yield obtained in that year, t
percentage of achieving those targets \
66 percent.

Matale District Secretariat regardir
the technical defects reported in t
construction work of the officia
residence and to make the relev:
building usable and further action wi
be taken accordinglySimilarly, since
the financial allocatn available for
the official residence in thi
Monaragala area, which was plann
to be constructed as a twstorey
building but only the basi
construction work has been carried ¢
are not sufficient, an estimate has be
obtained from a Regional Techalc
Officer to construct it as a single
storey building and once that estime
is received, the relevant further wo
will be carried out accordingly.

Here, the estates of Kamandaluv
Puttalam, EluwankKam, Mahaoya,
Vellankulam and Pamarin have beet
run profitably, and work isbeing
carried out according to a formal ple
in 2025 to bring the other estates tc
profitable level.

The percentage of achieving the to
harvest target in the year under revir
is 66 percent. Similarly, the percenta
of achieving the raw chsw harvest
targets in the Poonarin Estate a
Kondachchi Estate in the year unc
review is 83 percent and 23 perce
respectively. However, the percenta
of achieving the raw cashew harve
target in the Kamandaluwa Estate
the relevant year is a hidigure of 154
percent.

The causes o
losses to the
estates should b
investigated anc
remedies  shoulc
be implemented.

Steps should b
taken to achieve
the target yield in
the plantations.
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(h)

(i)

0)

(k)

It was observed that since

th

Due to the lack of technicall

Anuradhapura District Extension Office compéent staff and sufficient space
located in Anuradhapura city and tl the Anuradhapura Regional Office

cashew plant nursery is located

Mihintale, cosumers who need to obta

cashew plant have to pay money to

1

Anuradhapura Extension Office ahdve
to travel 14 km away to the cashew ple

nursery to purchase cashew plants,
incur additional expenses for that.

The Corporation had planted new cash
trees on 472 acres of the Kondach

Estate in 2022,

2023 and 202

Accordingly, the average aaeashew tres
cultivated was 157.33 acres per year.
terms of the efficiency of cashew tre
cultivation, it was observed that it wou
take 19.5 years to cultivate cashew tri

on the 3,078 acres of land that has
been cultivated yet but can be cuitied.

Although 340 acres of land had be
cleared for new cultivation in theart of

the Kondachchi Estate controlled by

t

Corporation in 2024, new cashew tre
had not been planted in that area due

the nonreceiving of 23,800 suitab
plants for planting.

By leasingthe Kondachchi Estate land ¢ Currently,
lessees or cultivation area are maintained for taken to complete

a shoriterm basis, the

le

the Corporation, plants will have to |
issued from the Mihintale Nurser
until a suitable method is identifie
that can protect the responsibility a
quality of the plants. Howevernithe

. future, a study is being made «

introducing a method wherek
customers who purchase plants will
allowed to obtain plants by depositir
the relevant amount in the bank a
presenting the receipt to the nurse
and further decisions will be take
accordingly.

The Sri Lanka Cashew Corporatic
has taken various actions to devel
this Kondachchi estate. However, it
not possible to develop the este
quickly under the financial situation ¢
the Cashew Corporation. Therefol
efforts are being made t
sysematically develop this land i
collaboration with external parties at
establish new plantations.

The Kondachchi Estate is to be plant
only with new cashew varietiesvned
by the Corporation. This will increas
the tendency of providing qualit
cashew seedlings to farmers. Since
planting of budded cashew trees in 1
estate is carried out under a systemi
cultivation system, the planting of tre:
was not carriedout in 2024 due tc
insufficient growth of budded cashe
trees required for the releva
cultivation areas. However, the
planting of budded cashew trees
new varieties in sections C and E
the Kondachchi Estate has alrea
been completed.

the cashew plants al

The services ant

goods of
Corporation

should be
provided in a
manner that is

convenient for the
customer.

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

The cultivatbn of
new cashew plant:
should be done
efficient.

Steps should bt
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()

(m)

maintain the lad to obtain shorterm
benefitsand tasks such as uprooting tre
soil conservatiorand preventing erosio
had not been carried outttention had
not been paid to the benefits that 1
Corporation could gain by maintainir
the cultivated land by leasing the sal
area ofland to the same lessee for
period of 23 years.Also, since the estat
borders the Wilpattu Wildlife Sanctuar
the cashew cultivation had been damau
by encroachment by wild elephan
Although the construction of an elephe
fence to prevent wild elephants fro
entering the estate was planned in 2(
based on line ministry provisions, tt
construction of the eldm@ant fence had nc
commenced by December 2024.

Of the 1, 4 &rfes of the Kondachct
Estate in theMannar District controllec
by the Civil Defence Force, onl@ 3
aaes were cultivated with cashewhile
an area 0600 acres had not been unus
and be useless due to overgrown w
plants.

Although it is not possible to sublea
lands that have not been acquired by
Cashew Corporation, a project of tl
Electricity Board has been started withc
an agreement on adtre plot of land in

period of about 6 months by exterr the leasing base
farmers who carry out sherérm on short term anc
intercrop cultivation at the Kondachc construction of the
Estate and this ensures thedshew elephant fence.
plant cultivation and the field ar

systematically maintained. Currentl

according to a new methodology, & ¢

acre plot of land has been given

several farmers as a pilot project f

the cultivation of intercrops on

contractual basis, with thextension of

the contact annually and in the future

based on its success, farmers who h

the financial strength to do so will k

identified and plots of land on th

estate will be provided for intercro

cultivation. As mentioned herein, .

revised esthate has now bee

received in accordance with tf

existing financial provisions for th

construction of an elephant fen

around the Kondachchi Estate a

after appointing a new bid evaluatic

committee, the relevant work will b

carried out and the necesg steps will

be taken to complete the constructi

of this elephant fence as soon

possible.

The 500 acres of land mentioned ht Steps should bt
have been given by the oration to taken to utilize the
the Civil D_efe_nce _Department fC resources of the
cashew cultivationDiscussions were
held with the relevant officials of th
Civil Defense Department regardir _
the failure to commence cashe effedively.
cultivation activities on this parbf

land and those officials havinformed

that they will take steps to prompt

complete cashew cultivation activitie

on the relevant part of land on

sufficient financial provisions ar

received.

institution
efficiently and

This project was discussed at Arrangemets
meeting held on 03.07.2025 with tt must be made t«
participation of the relevant Minister obtain lease
and Ministry Seretaries and irthere; payment or renta
ideas were exchanged to carry out ' income.
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(n)

(0)

(p)

the area ofKallaru Oya on the easter
border of the Kondachchi Estate and a
lease payment or rental income had

been received for those constructions
2023 and 2024.

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

As at 31 December 2024, out of the 9,C
acres utilized by the Corporation, 1,0:
acres are not cultivatable with cashe
while 7,973 acres are cultivatable wi
cashew. Of this, the area under cast
tree culivation was 3,487 acres
Accordingly, the amount of land that wi
idle without cashew cultivation bL
cultivatablewas 4,486 acres ar¥b.2 per
cent s of t he cor g
remained unutilized.

Out of the 3,487 acres where budded :
seeded cashews were cultivated by
Corporation, 310 acres were productiv
lands and the number of fruitful trees w
48,613.The Corporation had stated th
the number of budded cashew trees 1
could be cultivated per acre was i
Accordingly, the average number

budded trees grown per acre was

Accordingly, the corporation had becor

relevant project in a way that wou
benefit this corporationAccordingly,

after the relevant decisions a
communicated to the Corporatio
further action will be taker
accordingly.

Complaints have been filed with tt
police regarding the acquisition of 1£
acres of land in the Suduwattura A
Seed garden by outsiders and st
have been taketo inform the relevan
Divisional Secretariat officialsSince
the ownership of this land lies with tt
Divisional Secretary, the releval
interventons must be carried out k
themand the Corporation will provid:
the necessary support for this.

The 4,486 acres of cultivable land tt
remained ungltivated were acquire
by this corporation after the war, i.e.
the years 2014, 2019 and 20z
Accordingly, the maximum time the
has elapsed since this land w
received by the Corporation is 10 yet
and during that time, the releva
estates have bealeveloped with nev
cultivation activities of about 1,70
acres.As the high cost to be incurre
for development due to the high pric
of existing goods and services, t
amount of land that can be develop
per year is limited.However, plans
have alredy been made to develc
these lands in the future.

As at 27.03.2024, the number

productive acres of cashew cultivatit
in the Corporation's estates is 1,6!
According to the 2024 reports, tt
number of productive cashewuees is
55,724.Thus, the average number
trees per acre is approximately 33.
the estates of this corporation such
Kamandaluwa, Vellankulam, an
Punarin, there are mostly seed cast

Action should be
taken to stop
illegal occupation.

Steps should bt
taken to carry ou
land developmen
activities
efficiently and
utilize  resources
effectively.

Cashew
cultivation should
be made efficient.
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(@)

(r)

(s)

ineffective in cultivating cashew trees.  plantations planted at 40 plants
acre, while in some parts othe
Kondachchi estate, there are also
significant number of land plot
cultivated at 50 plants per acre. Unc
these circumstances, it is practical
have about 39 cashew trees per acre

The Corporation &d indicated that 7( The time taken to develop tr Steps should b
budded cashew trees could be cultiva remaining 4486 acres of tFrtaken to make
per acreDuring the fiveyear period from Corporation's estates that have not cashew cultivation
2020 to 2024, a total of 68,215 ne commenced cultivation is determine¢ efficient and
cashew saplings had been planted and by factors such as the capacity of t utilize resources
land area was 1,161 acresccordingly, Sri Lanka Cashew Corporatic effectively.

the average number of newly plant (number of officials, number o

cashew trees per year was 13,€ workers, amount of machinery), tt

(68,215/5 = 13,643) and Of the 4,4 amount of funds provided and findir

acres that could be developed, 314,( solutions to existing problem

budded cashew trees (4,486x70) could (construction of fences/clearance

cultivated and the annual average area land ownership/panent of arrears o

land under new cashew trees was 22 rentalcarrying out land surveys/censi

acres (1,161/5=232.2). Accordingly, work).

was observed that Wwould take 19 year:

to cultivate new cashew trees on the 4,

acres that were not cultivated and col

be developed.

The corporation's cashew trees had Due to practical circumstances Fertilizer should
been fertilized during the period frol delays in procurement activitie be applied at the
2 0 1t®8 Novembe 2 0 2 v .December beyond the control of the Corporatic right time.

2024, a total of 29,850 kg of fertilize resulted in delays in the supply

consisting of 10,850 kg of urea, 6,000 fertilizer for cashew. Accordingly

of MOP, and 13,000 kg of ERP, w: fertilizer was transported to the esta

provided to the estates in Eluwankula on 19.122024. In this situation, it wa

Puttalam and Hardy. By the end not possible to use all the purchas

December 2024, only 12,950 kilograms fertilizer before 31.12.2024, and tt

fertilizer had been used for 9,340 cash application of the relevant fertilizer t

trees from that fertilizer stock, while tt crops was completed during the fir

remaining 16,900 kilograms of fertilize quarter of 2025.

had been stored unused in warehouse:

the estates. Failure to fertilize cashi

trees within the prescribed period h

resulted in alecrease in cashew vyield.

With the aim of providing accurat Although a general awarene The collection of
information to various institutions withii campaign was conducted through information

Page 17|21



(t)

(u)

the state machinery in formulating polic
plans by the government and providi
various supports to the sector, the

Lanka Cashew Corporation had submiti
to the 558th Board obDirectors meeting
through Board Paper Nc
SLCC/EXT/02/11/2024 dated 2
February 2024, to register entreprene
engaged in the cashew sector. Howe\
the collection of information abot
entrepreneurs engaged in the cast
sector in Sri Lanka had not bet
completed by the end of December 202

During the restoration work on th
Kondachchi Estate, timber was obtain
from the trees on the estate for t
buildings. During the felling of those
trees, timber such as Kaluwara and Ki
mediriya which are designated
protected timber and cannot be used
production purposes without permissii
was obtained by cutting and fely in
violation of departmental circulars ar
other relevant rules and regulations at
discretion of the officers of th
Corporation, contrary to the circular N
04/2010 of the Secretary of the Minist
of Environment and dated 29 Decemt
2010 and whout the approval of th
authorities.

When examining targets and tl
achievement of the targets for the ye
2024 in cashew plant nurseries, althoL
all successful budded cashew pla
should be issued from the nursery to 1
cultivation fidd by the end of 2024, du
to poor management, the Mahiyangan:
and Hardy/Kiran cashew nurseries falil
to issue even a single cashew plant i
the field. Furthermore, the death rate
cashew plants in the Mahiyanganaya ¢
Mangalagama cashew plant renies had
reached as high as 15 percent.

advertisement in a popular newspa|
to register entrepreneurs engaged
the cashew sector with tfF
Corporation, no response was recei\
from those pdres. Accordingly, the
staff of the Extension Division of th
Corporation are taking the necess:
steps to provide information about tl
relevant entrepreneurs to the best
their ability, and for this purpose, tt
necessary steps are being taken
collect the information currently hel
by the Divisional Secretariats of tt
relevant districts.

A formal disciplinary investigation it
currently underway against tr
relevant officers based on the findin
of the audit observations set out belc
and decisions are expected to be ta

. in the future based on theesults.

Accordingly, since it is legally
problematic to present informatic
related to the relevant investigation,
is possible to present informatic
related to these observations after
investigation is completed.

As at 31.12.2024, the total number
successfully budded cashew tre
remaining in the nurseries wz¢
159,379. By then, there were 8,53
successful budded cashew pla
remaining at the Mahiyangana Nurse
and 23,89 budded cagw plants
remaining at the HardyNursery.
Accordingly, there was no obstacle
the release of plants from the s
nurseries before 31.12.2024, but due
practical circumstances, there has bi
a delay in the farmers taking the plai
to be released under the subsii

related to the
cashew industry
should be
expedited.

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

New cashew
plantations shoulc
be established a
planned.
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v)

(w)

(x)

By the end of the year under review, t

area under cashew cultivation

approximately 3,487 acres with 55,7
fruit-bearing cashew trees. Atihgh the
net book value of those trees was state
the financial statements as Rs.70,304,1
A census of the cashew trees, number
of the trees and preparation of a regis

of the trees had not been carried out.

Due to the fact that the property, plant a
equipment of the institution were ni
coded, the assets could not be separe
idertified. As a result, the audit wa
unable to verify the value and existence
equipme
amounting to Rs. 285,684,612 stated

the property, plant and

the financial statements.

Despite the removal

Chairperson of the Sri Lanka Cashe¢ notified

scheme.Also, as mentioned here, tf
percentage of plant deaths in t
Mahiyangana and  Mangalagar
nurseries has increased due to
spread of fungal infections, howeve
the plant production activities ha\
been completed whileontrolling those
conditions as much as possible.

Although cashew tree censuses hi
bean conducted every year in the pa
it has not been possible to complete
work due to the high cost involved |
numbering cashew trees, depending
the annual income and expenditt
situation of each estatélowever, the
necessary procurement activitibave
already begun to number the cash
trees inthe Poonari and Vellankulam
estates and prepare a tree register
thereafter, the tree numbering a
preparation of tree registers in tl
remaining estates are scheduled to
carried out according tché available
financial provisions.

During the annual survey activities fi
the year 2024, steps have been take
introduce asset classification codes
all other estates and regional office
including the head office except for tt
Nedagamuwa and Puttalam process
centers, the 05 outlets of tt
Corporation and the Puttalam Regiot
Office Accordingly, in simuBneous
with the annual survey activities in tt
year 2025, necessary steps will
taken to complete the introduction
codes for the duty premises whe
asset codes have not vyet be
introduced.

the Corporation that thi

A census of

cashew trees
should be
conducted,

numbered anc

entered into a tres
register.

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

of the Depu Since the line ministry has formall The cost of usingc

the double cak

Corporation,the cab provided to her wit former Deputy Chairperson has be during the time off
the services of driver had been drive removed from the relevant positic duty should be
2,069 kilometers for personal purpos: with effect from 04.102024 with a

recovered.
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during the period until 27 October 20: letter dated12.112024. According to

without the control of the corporation.

the dtached daily vehicle driving
records, she has used the Corporatic
vehicle bearing number PF 9521
(double cab) for driving purposes fro
04.102024 to 28.102024. However,
the Corporation has not made any fi
allowance or any other payment to t

for that driving purpose for thi
relevant period.
3.2 Transactions of Contentious Nature
Audit Issue Management Comment Recommendation
It was observed that the Corporatiearned € In  order to prevent advers The going concerr
profit of Rs. 13,845,266 during the ye conditions, necessary steps are be of the corporation
under review, mainly due to the increase taken to prepare the necessary le should be ensured
sales revenue by Rs.86,160,509 compare framework for income
the previous year. In the nearest 05 years diversification and to introduce ar
from 2020 to 2024, regardless of governm propagate varieties that minimiz
grants, the visible lossn the financial yield variability during weathel
statements of the corporation in the las changes through lorigrm research.
years was in the range of Rie18,049,7700
Rsl1 0,21,23. Jhus, it was observed th:
the going concern of the corporation
challenging due to reasons such
continuous losses, staff vacaesiand the
reduction of production due to nol
cultivation of the existing cashe
plantations.
3.3 Under -utilization of Funds
Audit Issue Management Comment Recommendation
Due to tle weakness in utilizing the¢ The amount of Rs. 225 millior Excess and idle

Rs225,000,000 received from the lir
ministry in 2021 for the restoration of tt
Kondachchi Estate and the modernizatior
the water supply system, as of 31 Decem
2021, 2022, 2023 and 2024, Rs. 1
million, Rs. 146 million, B. 132 million
and Rs. 62 million of government func
were deposited in a savings account
underutilized funds. Furthermore, the
Corporation had failed to effectively inve
the balance of Rs. 101.40 million in ti
savings bank account including the rala
of the funds received for the restoration

received from the Line Ministry ir funds should be
2021 for the restoration of th utilized to
Kondachchi  Estate and tF generate
modernization of the water supp maximum benefit.
system has been deposited in

savings account at the Bank

Ceylon and has been used so

according to the needs of tt

Kondachchi Estate. The balance

that amount as 0f30.06.2025is

Rs.4535 million, and since tha

money will also be utilized within «

short period of time according to tt
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3.4

35

(@)

(b)

the Kondachchi Estate as at 31 Decem activities of the relevant project ar
2024 and the excess money exceeding the ability to use the relevant balan
expenditure for the year 2024. for investment is very limited.

Idle or underutilized Property, Plant and Equipment

Audit Issue Management Comment Recommendation

For the processing of cashew nuts at Despite continuous efforts to appoi The machines
Nedagamuwa and Puttalam process a suitable officer from the Publi should be utilized
centers of the Sri Lanka Cashe Administration Investigatior at maximum
Corpordion, regarding unusable and id Officers' Pool to hand over th capacity or given
storage of0 2machines that arthe cashew preliminary investigation work to b to other estas for
packing machine purchased at a cost of conducted in relation to th use.
8,100,000 and thenachine to make cashe procurement activitie related to the
processing more efficiequrchased at a co: purchase of these machines, it w
of Rs. 9,030,000 had not been investiga not possible to complete the releve
and t&en action until 31 December 2024  task as none of the officecentacted

would undertake the preliminar

investigation work.

Human Resources Management
Audit Issue Management Comment Recommendation

An acting estate superintendent, one driv As soon as the financial situation The necessar
one watchman and one field assistant w the Corporation improves, necess: employees shoulc
assigned as permanent staff to manage steps will be taken to fill the¢ be hired.

4,338 acres Kondachchi tage andit was currently vacant positions at tt

observed that the staff was not sufficient Kondachchi Estate as required.

manage a large estate.

A 44-yearold employee whoengaged in Due to the financial provision Insurance coverag
security patrol duties at the Kondachch available in the Corporation, n should be providec
Estate diedafter being shot witha trap gun Other — property — or  employe fq vulnerable
on 15 June 2024 and the corgition paid INSurance - coverage schemes ot employees.

) than vehicle insurance have be
compensation of R&60,000 for that.deatr implemented in the recent pa
In July 2024, R€90,000 was also paid fror Taking into account the status
the corporation's funds to the relatives o financial provisions and payin
worker who died of a heart attack whi attention to this audit observatio
working on the checkroll (who had worke Necessary steps will be taken
for 20 years).Insurance coverage had n Obtain employee and other propei
been implemented for vulnerable employze |(r:lsuranc¢ _coverage for

_ _ orporation in the future.
working on the Corporation's estates.
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