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The Competent Authority

Paranthan Chemicals Company Limited

Report of the Auditor General on the Financial Statements and Other Legal and
Regulatory Requirements of the Paranthan Chemicals Company Limited for the year
ended 31 December 2018 in terms of Section 12 of the National Audit Act, No. 19 of
2018.

1. Financial Statements
1.1 Opinion

The audit of the Financial Statements of the Paranthan Chemicals Company Limited for year
ended 31 December 2018 comprising the statement of financial position as at
31 December 2018 and the statement of comprehensive income . statement of changes in
equity and cash flow statement for the year then ended, and notes to the Financial Statements
. including a summary of significant accounting policies, was carried out under my direction
in pursuance of provisions in Article 154(1) of the constitution of the Democratic Socialist
Republic of Sri Lanka read in conjunction with provisions of the National Audit Act No.19 of
2018. My report to the parliament in pursuance in Article 154(6) of the Constitution will be
tabled in due course.

In my opinion. the ‘accompanying financial statements give a true and fair view .of the
financial position of the Company as at 31 December 2018, and of its financial performance
and its cash flows for the year then ended in accordance with Sri Lanka Accounting
Standards

1.2 Basis for Opinion

I conducted my audit in accordance with Sri Lanka Auditing Standards (SLAuSs) My

responsibilities, under those standards are further described in the Auditor’s Responsibilities

Fom 306/72, 6@l 0, DSHORSE. B Cotmd Beu. 306/72. Qumsignas dJ, uBBITUPI@, Beoriens. No. 306/72, Polduwa Road, Battaramulla, Sri Lanka.

FSyY +94112887028-34 +94 112887223 ag@auditorgeneral.gov.lk www.naosl.gov.lk
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for the Audit of the Financial Statements section of my report. I believe that the audit
evidence I have obtained is sufficient and appropriate to provide a basis for my opinion.

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

Management is responsible for the preparation of financial statements that give a true and fair
view in accordance with Sri Lanka Accounting Standards, and for such internal control as
management determine is necessary to enable the preparation of financial statements that are

free from material misstatement, whether due to fraud or error.

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

Those charged with governance are responsible for overseeing the Company’s financial

reporting process.

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

1.4  Auditor’s Responsibilities for the Audit of the Financial Statements

My objective is to ebtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes my opinion. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with Sri Lanka Auditing
Standards will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggreg;ite, 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, 1 exercise professional

judgment and maintain professional scepticism throughout the audit. I also:

e . Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and

obtain audit evidence that is sufficient and appropriate to provide a basis for my opinion.
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The risk of not detecting a material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery, intentional omissions,

misrepresentations. or the override of internal control.

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

e Evaluate the appropriateness of accounting policies used and the reasonableness of

accounting estimates and related disclosures made by the management.

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

®

are based on the audit evidence obtained up to the date of my auditor’s report. However,
future events or conditions may cause the Company to cease to continue as a going

concern.

e Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the underlying

transactions and events in a manner that achieves fair presentation.

I communicate with those charged with governance regarding, among other matters,
significant audit.ﬁndings, including any significant deficiencies in internal control that I
identify during my audit.

2, Report on Other Legal and Regulatory Requirements

National Audit Act, No. 19 of 2018 and Companies Act, No. 7 of 2007 include specific
provisions for following requirements.

e [ have obtained all the information and explanation that required for the audit and as far
as appears from my examination, proper accounting records have been kept by the
Company as per the requirement of section 163 (1) (d) of the Companies Act, No. 7 of
2007 and section 12 (a) of the National Audit Act, No. 19 of 2018.

e The financial statements of the Company comply with the requirement of section 151 of
the Companies Act, No. 07 of 2007.
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e The financial statements presented is consistent with the preceding year as per the
requirement of section 6 (1) (d) (iii) of the National Audit Act. No. 19 of 2018.

e The financial statements presented includes all the recommendations made by me in the
previous year as per the requirement of section 6 (1) (d) (iv) of the National Audit Act,
No. 19 of 2018.

Based on the procedures performed and evidence obtained which limited to matters that are

material, nothing has come to my attention;

® 1o state that any member of the governing body of the Company has any direct or indirect
interest in any contract entered into by the Company which are out of the normal course
of business as per the requirement of section 12 (d) of the National Audit Act, No. 19 of
2018.

e to state that the Company has not complied with any applicable written law, general and
special directions issued by the governing body of the Company as per the requirement of
section 12 (f) of the National Audit Act, No. 19 of 2018 except for;

Reference to laws/ Directions Description

(a) Public Enterprises Circular
_No. PED 12 of 02 June

2003
(1) Section 8.2.2 Concurrence and approval of the Minister of Finance had
not been obtained for the investments amounting Rs.314,
962.683 made during last three (03) years.
(i1)  Section 6.5.3 The annual reports pertaining to the year 2015, 2016 and

2017 had not been tabled in parliament.

(b) Company Act No 07 of

2007
(i) Section 201 The administration of the Company is carried out under
a Competent Authority with effect from 25" of
September 2015, instead of appointing a Board of
Directors.
(i1)  Section 133(1) The Company had failed to hold the Annual General

Meetings since year2014.
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(¢c) Section 01 of the Public Rs.15, 000 of monthly transport allowances had been
Enterprises Circular No. paid to four (04) officers of the Company under the
PED/2015/01 of 25 May approval of the Board of Directors without obtaining the

2015 approvals from the Secretary to the General Treasury.

(d) Financial Regulations 570 & The refundable deposits aggregating Rs.18.534,000 had
STI. remained over fifteen (15) years without been refunded.
However, the management of the Company had not

taken actions to settle or treated them as income of the

Company as per the financial regulations.

e to state that the Company has not performed according to its powers, functions and duties
as per the requirement of section 12 (g) of the National Audit Act, No. 19 of 2018.

te (o state that the resources of the Company had not been procured and utilized
economically, efficiently and effectively within the time frames and in compliance with
the applicable laws as per the requirement of section 12 (h) of the National Audit Act, No.
19 0f 2018.

(a) As per the Guideline 3.1.4 of the Government Procurement Guidelines 2006,
when the capacity of the domestic suppliers are limited, international competitive
budding should be called. However, contrary to the above provision in year 2018
the Company had called bids from the local agents on behalf of the foreign
Companies to import of Chemicals including liquid Chlorine valued at
Rs.140,058,269 and paid a sum of Rs. 14,332,650 as the commission in the
year 2018.

(b) From year 2016 to 2018, the Company had spent a sum of Rs. 3,279,994 for the
project of Caustic Soda production. However, the production had- failed due to
defects in the fixtures and fitting.

¢

W.P.C. Wickramarathne
Auditor General
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e wo ®EoD 8B 155 407 002)  (97,143590)  (93,983.932)  (96.403,296)  (86,485,347)
Qes®n Bxed® (249,297) (132,586) (134,915) (750,671) (1,487,825)
Pe O @B® 74,263,916 99,899,337 61,029,489 18,204,412 36,376,465
Qe o6 560 (14,390,221)  (25,405,403)  (11,242,218) (8,907,050) (8,756,056)
DE B0 Bey GED
@103 59,873,695 74,493,934 49,787,271 9,297,372 27,620,409
EMOCDSO 6OY @G 10,00000  11,000,00 7,000,00 1,300,00 4,500,00
oo®
o®® e OFD®
eLBE, BIIGIO &3
EBDOH 277,034,696 295,358,631 291,162,747 302,704,501 287,316,120
cDBe®® B 8 17,156,866 7,705,010 6,006,192 6,043,702 12,552,394
Eo®® OFDD 428,844,185 378,048,948 298,183,249 234,487,883 218,556,302
8 O 723,035,747 681,112,590 595,352,188 543,236,126 518,424,816
S8l §e Don B® Do
8e Dos ) BdD
B> Qe Q96 40,000,00 40,000,00 108,500,000 108,500,000 108,500,000
Oet) OB @BE 578,566,390 529,697,079 464,899,318 344,501,031 337,228,517
e0d B8uSHed FO@CE 618,566,390 569,697,079 504,899,318 453,001,031 445,728,517
Bov® 200D OFDD 55,068,753 51,205,107 45,440,962 46,771,152 38,223,406
Eo®® DD 49,400,604 60,210,404 45,011,908 43,463,943 34,462,893
B Sord) Qe D& w
RoOD® 723,035,747  681,112590 595,352,188 543,236,126 518,424,816
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