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CB’s statutory examinations
on Pramuka Bank - Part 3

C ontinued  from  yesterd ay
Further, the fo llo w in g  obser- 

. vations have b een  m ade on the  
tra n sa ctio n s carried  in  term s  

r o f the above Board decision:
(i) T he property  p u r­

ch ased  from  M rs. M .R.M .S. 
Peiris (MRM) for Rs. 3 ,820 ,000

T he p urch ase  o f property  
. has tak en  p la c e  on  8 O ctober  

1997 for w h ich  PSDB has paid  
Rs. 3 .82  m illio n  to M rs. 
M .R .M .S. Peiris. On th e sam e  
date, M rs. P eiris has is su e d  a 
CPR for the sam e am ou n t 
aga in st w h ic h  PSDB has i s ­
su ed  a M anager’s ch eq u e fa- 

' v ou rin g  "Share S u b scr ip tio n  
in  T ransit A cco u n t (F lex 01 - 
5 0 0 0 2 4 1 ) and M rs. M .R .M iS. 
Peiris h ad  b een  is su e d  PSDB  

. share to th e v a lu e  of Rs. 3 .82  
m illio n . Further, a flu ctu atin g  
loan  o f Rs. 2 .5  m illio n  has  
b een  granted  to th e  MRM .on  
10 O ctober 1997 . T he above  
property  had  b een  p u rch ased  
by MRM on 1 4 'May 1997 for 
Rs. 1 ,9 1 5 ,4 2 5  from  R anabim a  
P roperty S a les (Pvt) Ltd. It is  
ob served  that th e  va lu e  o f  th e  
p rop erty  has a lm o st d ou b led  

' w ith in  fiv e  m on th s to Rs 3.82  
m illio n  from  Rs 1 .91  m illio n . 
T his s ig n ific a n t in crea se  in  

. th e v a lu e  of th e  property  is  a 
concern .

(ii) T he prop erty  p u r­
ch ased  from  Mrs. N ih ir i O m i- 
tha W ickram anayake

i On 3 N ovem ber 1997, a land  
J in  Kand.y has b een  p urch ased  
| w h ere  th e  transfer d eed  h as  

been  sig n ed  on th e  sam e date.
; H ow ever, the va lu ation  report 

for th e  above property is dated  
.20 N ovem b er 1 9 9 7 , a date  
su b seq u en t to th e  date o f  th e  
transfer deed.

Further, in  th e  C ertificate of 
Id en tity , it is  sta ted  that the  
land in sp ected  by  m e is identi- 

; cal w ith  the land  offered as se- 
; curity.

P urchase c o n s id e ra tio n  has  
b een  p a id  to th e  se ller  on  29

D ecem b er 1 9 9 7 , and the p ro ­
ce ed s  a m ou n tin g  to Rs. 3 .9  
m illio n  h ave b een  cred ited  to  
th e seller 's flex  accou n t N o .01  
0 0 5 0 0 3 8 9  on  30 D ecem ber  
1997 . T h e cu stom er has w ith ­
drawn th e  entire am ount on 31 
D ecem b er 1 9 9 7 , and  has d e ­
p o s ite d  sam e to  th e  flex  a c ­
co u n t N o .0 1 0 0 5 0 0 2 4 1  sty led  
"Share S u b scr ip tio n  in  
Transit" in  resp ect o f the p ur­
ch a se  o f  PSDB sh ares in  th e  
nam es o f Mrs. N.O .W ickram a- 
n ayake (2 0 0 ,0 0 0  shares) and  
Mr. S.P. W ickram anayake (190, 
000 shares).

T he property p urch ased  had  
b een  m ortgaged  .to  S ey lan  
Bank Kandy bran ch  for an ad­
v a n ce  o f  Rs. 1.1 m illio n , and  
th e  m ortgage b o n d  has b een  
ca n ce lled  and d ischarged on ly  
on  3 N ovem b er 19 9 8 , ex a c tly  
on e year after th e  Bank p ur­
ch a sed  th e  property. .T h is  
ca sts  d ou b ts as to  w h y  th e  
bank p u rch a sed  a property  
w h ic h  h a s b e e n  m ortgaged to  
an oth er bank w ith o u t ob ta in ­
in g  th e  co n se n t o f  th e  other  
bank concerned .

(iii) V alu ation  R eports o f  
four p ro p ertie s  p u rch ased  
h ave b een  ob ta in ed  su b se ­
q u en t to  th e  p u rch a se  of th e  
p ro p erties . T h is  d ilu te s  th e  
stren gth  o f th e  v a lu a tio n  re ­
ports.

(iv) T he p urch ase o f above 9 
(n in e) p rop ertie s  has b een  
ra tified .b y  the Board of D irec­
tors o f PSDB at th e  m eetin g  
h e ld  on  13 D ecem b er 1997. It 
w as ob serv ed  th a t the Board  
has ap proved  th e  p urch ase of 
certa in  properties w ith ou t ob ­
ta in in g  a v a lu a tio n  report 
w h ere th e  v a lu e  is  g iv en  as " 
v a lu e d  around" in  th e  Board  
m in utes.

T his in d ica tes that the Board  
o f D irectors o f  PSDB has n ot 
acted  in  a resp on sib le  manner, 
and it appears th a t th e a c tio n  
o f th e  m an agem en t o f PSDB,

in c lu d in g  th e  B oard of D ire c ­
tors, is  d e tr im en ta l to  th e  in ­
terests o f  its d ep ositors.

MD w a s o f  th e  v ie w  th at 
there is  no su ch  b asis  of profit 
sh arin g  and th e  fu l l  p ro ceed s  
of th e transactions com e to the  
Bank. H e, agreed  to  su b m it a 
paper to the Board o f D irectors 
of the Bank to am end the d e c i­
sion  d ep icted  above.

BSD C om m ents
E xam iner in  charge sta ted  

that m ost of the properties had  
b e e n  p u rch a sed  b y  w ay  of 
tran sfer d eed s d u rin g  15th  o f  
O ctober to 20th  o f N ovem ber. 
H ow ever, the m on ies had been  
p a id  d u rin g  th e  m on th  o f D e­
cem ber.

T h is ca sts  th e  d ou b t as to  
w h eth er  th e  B ank has p u r­
p o se ly  m ade th e  transfer  
d eed s, in  order to  overcom e  
th e D irectio n s is su e d  on 22n d  
N ovem b er 2 0 0 0 , lim itin g  
bank s acq u ir in g  im m ovab le  
p rop erties  in  e x c e ss  o f  10 per  
cen t o f th e  Bank's ca p ita l 
fu n d s. H e further ad d ed  th at 
v a lu a tio n s  for th e  p u rp o se  o f  
b u y in g  th e se  p ro p ertie s  w ere  
m ade on  th e req u est o f Mr J V 
K Jayasooriya  m o st o f w h o se  
p ro p erties  had  b een  p u r­
ch a sed  by th e  B ank. F urther­
m ore, th e  p rop erty  re la ted  to  
Mrs N ih ir i O m itha W ickram a­
nayake had b een  m ortgaged to 
S ey lan  Bank, Kandy branch as 
at th e  date o f p u rch a se , an d  
th e  m ortgage h ad  b een  r e ­
lea sed  on ly  on  0 3 .1 1 .1 9 9 8 .

T h is a lso  cast d o u b ts  as to  
w h y  a b ank  h a s p u rch a sed  a 
property , w h ic h  h ad  b een  a s ­
s ig n e d  to  a th ird  party, w ith ­
o u t o b ta in in g  an y  letter  o f  
Com fort.

T h e E xam iner w a s  of th e  
v ie w  th at th e se  p rop ertie s  
h a v e  b e e n  p u rch a sed  w ith  a ll 
th e  la p se s  referred  to  ab ove, 
on ly  for th e p urpose o f issu in g  
shares o f  the Bank.

C on clu ded
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