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NOTICE OF MEETING 
 
Notice is hereby given that the 33rd Annual General Meeting of Alufab PLC will be held at 3.00 pm on 
Tuesday the 11thNovember 2014 at 41B Sasanathilake Road, Opatha, Yagodamulla, Kotugoda Sri Lanka 
for the following purposes. 
 

01.   To receive and consider the Report of the Directors, the statement of Accounts for the year  
  ended 31st March 2014 and the Report of the Auditors therein. 
 

02. To consider reappoint M/S Hullugalle Wikramanayake & Co as Auditors of the company or to 
appoint alternative auditors for the ensuing year and to authorize the Directors to determine 
their remuneration. 

 
03.   In accordance with the Articles of Association Mr. D V Press retires and being eligible offers  

  himself for re-election. 
 
 
 
 
BY ORDER OF THE BOARD 
Ms.S.A Chang 
Secretary of Alufab PLC 
 
30th September 2014 
 
Notes: 
 
1.0 Any member of the Company who is entitled to attend and vote at Meeting may appoint one or 

more persons to attend and vote instead of himself/herself. The completed form of proxy 
enclosed herewith should be deposited at the Registered Office of the Company at 41B, 
Sasanathilake Road, Opatha, Yagodamulla, Kotugoda, Sri Lanka not later than 48 hours before 
the time Appointed for the holding of the meeting. 
 

2.0 A proxy need not be a member of the company. 
 

3.0 Shareholders/Proxies attending the meeting are requested to bring their National Identity Cards 
/ Passports, together with the attendance slip duly completed. 
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CHAIRMAN’S REVIEW 

Once again on behalf of the Board of Directors of Alufab PLC, I wish to warmly welcome you to the 
33rd Annual General Meeting of the company, to present to you the Company’s Accounts for the 
financial year ended 31st March 2014. 

You would note that the Company recorded a turnover of Rs 97,963,718/= for the period when 
compared to the previous financial year where the turnover was Rs 74,883,246/= shows an increase 
in the turnover by 31%. The company recorded a loss of Rs 42,931,257/=which was less than the loss 
of Rs 51,586,453/= reported for the previous financial year. 

At the end of the financial year as part of the convergence under the Sri Lanka Financial Reporting 
System, the company carried out a revaluation of its assets to reflect fair value.  

The Company continued to do projects with four sided structurally glazed unitized curtain walling, 
where the entire value addition is done in the factory with only the mounting done at the site. This 
has enabled the company to fine tune its production and operational capability. The Company further 
developed its ability to design, supply and install tension rod glazing systems, with new installations. 
These are the capabilities required to meet the demands of the future very high rise buildings, and the 
company has proven track record of its ability to successfully carryout such work. 

In respect of powder coating, the company was able to secure regular orders for coating aluminium 
profiles, and for the first time, operate on a 12 hour shift, thereby establishing its capacity of upto six 
metric tons of profiles per day. This gives a capacity of 1,800 metric tons for 300 working days. 

The Company experienced stiff competition from new entrants from India and China who made 
inroads into projects that the company competed. With most of the major new construction projects 
enjoying duty free facilities, the company could not compete with these lower priced products from 
these two major source markets. 

It is admirable that the Government has successfully embarked on the infrastructure development in 
the country after the successful conclusion of the three decade north eastern war, facilitating 
businesses through convenient travel improving productivity, and development of the logistics hub 
with tourism. It will augur well for the authorities to take measures to strengthen its local industrial 
base, through suitable measures to protect its industries. This will enable the benefits of the 
government’s development drive to trickle down to its people. The employment generation, the up 
skilling of the technical capacity, the knowledge accumulation that industries provide, the 
empowerment of village households and retention of its culture are all factors must also be taken into 
consideration, in the government’s development drive. 

The Company which built up its competencies over the years, very successfully carrying out large and 
complex projects, while remaining locally competitive, is presently upstaged by the cheaper imports 
from its massive neighbors namely India and China. These countries with their advantages of scale, 
and ability and willingness to meet any budget, coupled by the lack of standards and codes of practice 
in Sri Lanka, making it a good dumping ground. 
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The free trade agreements have failed to provide any significant benefit to the local industries. Thus 
the authorities should have the ability to foresee the challenges to industrial development, and help 
to consolidate its small and medium enterprises, and local industry, without totally depending on 
imports, that take away the local jobs, and do not add to the local knowledge base. 

FUTURE PROSPECTS 

The plans to rapidly build the City of Colombo emulating Singapore and Dubai telescoping their 
achievements into a much shorter period, and the outreach to the South, the major drive in 
promotion of tourism; all these augur well for the company. However for any tangible benefits to 
accrue to the company and the industry there has to be some form of encouragement and protection 
of local industries. 

ACKNOWLEDGEMENT 

Yet again I wish to convey my grateful appreciation to the Board of Directors for their guidance, to the 
employees for their dedication, to our shareholders who continue to be with the company, and very 
particularly our Clients, Developers, Main Contractors, Consultants, Architects, and Engineers who 
continue to have faith in the company and its capabilities. 

 

 

 

………………………..              

P J CLAESSON          
CHAIRMAN           
19th September 2014 
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PROFILE OF THE BOARD OF DIRECTORS 
 
Mr Per Johan Claesson – Chairman 
 
Mr P J Claesson is the holder of a Master’s Degree in Economics from the University of Stockholm, 
Sweden. He is a Director of several diverse business entities both Public and Private in Sweden and 
Europe. He is presently Chairman of Claesson & Anderzen AB of Sweden, a real estate owning and 
developing company. He is also Chairman of Catella AB of which is listed in Swedish Stock Exchange. 
Catella also owns Banque Invik which is a Luxembourg based bank. He is chairman of Banque Invik. He 
is also a majority owner and Director of the Leeds Group PLC companies listed in the London Stock 
Exchange and engaged in Software Development, textile trading and other activities. 
 
He holds a Master of Science degree in Economics and Business Administration from the University of 
Stockholm, Sweden. 
 
 
Mr Daniel Victor Press 
 
Mr D V Press is Director and majority owner of ACNE AB and Chairman of ACNE Advertising. AB 
involved in Communications consisting of media, advertising, and film production. He is also Director 
of Natumin Pharma AB a leading healthcare company, as well as Director and majority owner of 
Rengorare Naslund AB a janitorial services company. He holds a Masters Degree in Economics and 
Business from the Stockholm School of Economics. 
 
 
 
Tuan Naleer Dole – Managing Director 
 
Mr T N Dole was a Fellow Member of the Chartered Institute of Management Accountants, U.K. and 
has read for his Masters Degree in Business Administration at the Post Graduate Institute of 
Management affiliated to the University of Sri Jayewardenepura.   He also holds a Diploma in Export 
Marketing and Export Market Research from PRODEC of the Helsinki School of Economics.  
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REPORT OF THE DIRECTORS FOR THE YEAR ENDED 31ST MARCH 2014 
 

1. The directors present herewith the  financial statements for the year 31st March 2014 
 

2. Result: The result of the company for the year ended 31st March 2014 and changes in equity on 
page 16 and 17 respectively. 

 
3. State of a�airs: The state of affairs of the company as at 31st March 2014 and changes in Equity on 

page 16 and 17. 
 

4. Statement of director’s responsibility:  The board of directors is responsible for preparing and 
presenting the financial statements set on page 16 to 50. 
 

5. Principal activities : The main activities of the Company , unchanged since last year, are the carrying 
out of building contracts for the fabrication and installation of glazed aluminum windows, doors 
partition and the sale of aluminum bars, hardware and accessories. 

 
6. Directors:  The directors of the company as at 31st  March 2014 were : 

Mr.P.J.Classon 
Mr.D.V.Press  
Mr.T.N.Dole  

 
7. Director’s interest in contracts and proposed contract with the Company 

The directors’ interest in contracts and proposed contracts with the Company are follows: 
� Mr.P.J Classon a director of the company has paid an advance, Rs 46,468,410 /= to the 

Company against the proposed capital issue to made by the Company. 
� Mr.D V Press is associate with Metro Incentives Inc which has paid an advance Rs7,695,490 

/= to the company against the proposed capital issue to made by the Company. 
� FASTIGHETS AB BREMIA, Box 716 Strongatam 15 B, 391 27 Kalmar, Sweden has advance a 

sum of Rs 20,459,155.28 to the company against the proposed capital issue to made by the 
Company. Mr. P.J Claesson is a director FASTIGHETS AB BREMIA. 

 
8. Related Party Transaction : There were no related party transactions other than the transactions 

disclosed in Note 29 to the financial statements  
 

9. Capital Commitments: There were no material financial commitments outstanding at the balance 
sheet date. 

 
10. Financial Commitments: There were no material financial commitments outstanding at the balance 

sheet date other than as indicated in the notes to the accounts. 
 
 

11. Directors’ interests in Shares of the Company: The interest of the directors in the share of the 
Company as at 31st March were as follows :  

 
Mr D V Press is the beneficial owner of Metro Incentives Inc a Company registered in the British  
Virgin Islands. 

 31024102
       Number            Amount        Number             Amount 
                                              Rs.                                              Rs. 

Mr.T.N Dole      151,050      1,497,260.00     149,726      1,497,260.00 
Mr.P.J Classon   3,659,578  36,595,780.00  3,659,578    36,595,780.00 
Mr.D.V Press 
(Metro Incentive Inc) 3,658,579   36,585,790.00   3,658,579    36,585,790.00 
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12. Dividends: The Directors do not recommend the payment of a dividend for the year ended 31st 
March 2014. 

 
13. Changes in Non–Current Assets: The Changes in Non–Current Assets during the year are set out in 

Notes 13, to these financial statements. 
 

14. Donation: Contribution will be at the discretion of Managing Director. 
 

15. Stock Exchange Listing  
 Distribution of Ordinary Shares 

 

No of Shares held 
No. Of 

Shareholders No. Of Shares         % 
1 - 500 773 110,141.00 0.91 

501 - 5,000 328 565,349.00 4.69 
5,001 - 10,000   38 273,578.00 2.27 

10,001 - 20,000  19 282,794.00 2.35 
20,001 - 30,000  4 93,595.00 0.78 
30,001 - 40,000  1 31,082.00 0.26 
40,001 - 50,000  1 45,760.00 0.38 

50,001 - 100,000 9 545,715.00 4.53 
100,001 - 1,000,000  4 1,592,029.00 13.2 

Over 1,000,000   3 8,518,157.00 70.64 
1180 12,058,200.00 100 

 
 Top (20) Major Shareholders  

 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Name of the Share holder 
31st March 2014 31st March 2013 

No of 
Shares Percentage 

No of 
Shares Percentage 

MR. P.J. CLAESSON 3,659,578 30.35% 
   

3,659,578  30.35% 

    METRO INCENTIVES INC 3,658,579 30.34% 
   

3,658,579  30.34% 
MR. A.M.M. RISVI 1,200,000 9.95%                 -                  -   
MR M.K. CHHAPRA 800,000 6.63%       800,000  6.63%
MR. R.M. SHARIFF 192,109 1.59%       170,748  1.42%
MR. T.L.M. IMTIAZ 183,470 1.52%         92,247  0.77%
MR. T.N. DOLE 151,050 1.25%       151,050  1.25%
MR. M.Z. RASHEED 142,102 1.18%         57,345  0.48%
MR. G.R.U. DE SILVA 123,298 1.02%       123,300  1.02%
MR. M.H.H. OSSMAN 90,000 0.75%         90,000  0.75%
MR. R. PRITAMDAS 87,224 0.72%                 -                  -   
MR. M.M.M. MIZVER 62,813 0.52%       145,499  1.21%
MR. K.S. JINADASA 55,378 0.46%         55,378  0.46%
MR. M.S.R. SHAMSUDEEN 50,200 0.42%         50,200  0.42%
MRS. F. SAMSUDEEN 50,100 0.42%                 -                  -   
MR. M.A. JUNAID 50,000 0.41%         50,000  0.41%
MR. M.A. SAFIYULLAH 50,000 0.41%         50,000  0.41%
MR. A.S. SIDEEK 50,000 0.41%         50,000  0.41%
MR. C.N. PAKIANATHAN 45,760 0.38%                 -                  -   
MR. A.R. IBRAHIM 31,082 0.26%                 -                  -   
Percentage of shares held by the public as a 
% of stated capital 38.06% 38.06%   
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 The Market Values of an Ordinary Share of the Company on 31st March       

                   2014                     2013 
Highest Value Recorded during the Period  :              Rs.  20.80        Rs 41.50 
Lowest Value Recorded during the Period  :        Rs.  10.70  Rs 15.50 

 Last traded price per share   : Rs.   12.90 
 

16. Fixed Assets Revaluation 
 The Company’s Land, Building, Plant & Machinery at factory premises (41B, Sasanathilake 

Road,Opatha,Yagodamulla,Kotugoda) were revalued as at 31st March 2014 by Mr.Kumar 
Supramaniam, Incorporated Valuer, Director, Integrated Professional (Pvt) Ltd, Colombo dated 30th 
May 2014. 

 Based on the valuation report the assets are stated at fair value reported in the said valuation. Fair 
value is arrived according to the International valuation standards 2011, ISV 300 valuation for 
financial reporting, the fair value measurement under IFRS 13 & SLFRS 13 (SriLanka) have been 
followed. 

 The Valuation of such assets was incorporated in Financial Statements as at 31st March 2014. The 
surplus arising from the revaluation was transferred to Revaluation Reserve. 

 

Asset  Cost as at 
31.03.2014 

 
Accumulated 
Depreciation 

 Carrying 
value as at 
31.03.2014  

 Revalued 
Value as at 
31.03.2014  

 
Revaluation 

Reserve  

Land 
  

12,937,800                        -   
  

12,937,800 
   

21,563,000       8,625,200 

Building 28,317,192        2,831,720 
  

25,485,472 
   

66,965,000    41,479,528 

Powder coating Plant  
  

10,451,147        2,084,837 
  

8,366,310 
   

30,000,000    21,633,690 

Machinery 
  

11,529,698        2,628,765 
  

8,900,933 
   

12,334,000       3,433,067 
  

63,235,837        7,545,322 
  

55,690,515 
   

130,862,000    75,171,485 
 

17. Settlement of Tax Liabilities for the years of Assessment 2010/2011 & 2011/2012 
 

As stated in last year notes to the financial statements (Note 26)  as events after the reporting period 
following tax liabilities were settled during the period 
VAT  Rs. 1,612,725 
NBT  Rs.    137,699 
ESC  Rs.    573,708 
Income tax Rs.    260,394 
  Rs. 2,584,526 

 
18. Presentation Changes of Statement of Comprehensive 

 
The presentation of the “Statement of comprehensive income” when compared with the previous 
year has been changed to reflect a gross margin & an operating loss. The operating loss  is incurred 
due to all factory overheads being charged as operational expenses. The factory overheads from 
depreciation to workmen’s emoluments etc are all of a fixed nature. This is because the company 
must retain the skills set of the workforce who are specialists. With a powder coating line, which is 
one of its kind in Sri Lanka, and the proven aluminium and glazing manufacturing skills of the 
workforce which is evident from the complexity of the many iconic projects successfully executed 
by the company, which are hard to develop, and provides the Company a competitive advantage 
over other local manufacturers, we need to retain these skills sets in the organization. Thus the 
challenge is to increase the jobs, in the face of the overseas competition that is now arising with the 
Chinese and Indian contractors. It is expected that the Government would take steps to protect 
local industry, in which scenario the demand for the Company’s products will increase substantially. 
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19. Work in Progress – Maga Engineering (Pvt) Ltd  

 
Work in progress of Maga Engineering (Pvt) Ltd carried forward was Rs.12, 487,000. On 1st August 
2014 Rs. 5,000,000 was received against above work in progress. We are persistently following with 
the contractor; once they receive funds from treasury we could expect the balance settlement. 
 
Additionally Rs.11, 200,000 invoiced in 2010/2011 was received in 2013/2014. 

 
20. Contract Revenue Vs Expenditures 

All Expenses relating to contracts are charged to Work in Progress billing on these projects are 
determined on certification by consultants. Delays are experienced on issue of completion 
certificates by consultants and they look for completion of warranty period for final settlement. 

 
21. Swisstek Aluminium  Ltd 

 
Provision for Swisstek claim has not been made as Alufab PLC filed a case against Swisstek (Case 
No. 962/M) in the District Court of Pugoda claiming Rs.1,068,004.06 with interest from Swisstek 
Aluminium Ltd, being the charges for powder coating of the Aluminium bars.  

 
22. Form – 15 

Form 15 has been submitted to Registrar of Companies and payment receipts have been provided 
to Auditors. Alufab PLC is awaiting confirmation from Registrar of Companies.  

 
23. Share Register 

A manual share register is available for shareholders who have not deposited their shares with 
Central Depository system; on shares deposited with CDS we obtain a daily record of entitlement 
schedules as available on the CDS website. This record is available in our office. Alufab PLC does not 
keep daily updates for CDS shareholders on a manual basis.   
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STATEMENT OF DIRECTORS’ RESPONSIBILITY 

 
The responsibility of the directors in relation to the financial statements is set out in the following 
statement. The responsibility of the auditors, in relation to the financial statement prepared in accordance 
with the provision of the companies act No 7 of 2007, is set out in the Report of the Auditors which will be 
submitted post finalization of the audited financial statement. 
 
The financial statements comprise of the Balance Sheet as at the end of the financial year, and the income 
statement, statement of equity and the cash flow statement for the financial year and a summary of 
signification accounting policies and other explanatory notes. 
 
The directors are required to ensure that, in preparing these financial statements: 

 The appropriate accounting policies have been selected and applied in a consistent manner and 
material departure, if any, have been disclosed and explained ;  

 
 all applicable Accounting Standards, as relevant, have been followed; 

 
 Judgments and estimates have been made which are reasonable and prudent. 

 

Further, the directors have a responsibility to ensure that the company maintains sufficient accounting 
records to disclose, with reasonable accuracy the financial position of the company and to ensure that the 
financial statements presented comply with the requirements of act. 

The directors are also responsible for taking reasonable steps to safeguard the assets of the company and 
in this regard to give proper consideration to the establishment of appropriate internal control system with 
a view to preventing and detecting fraud and other irregularities. 

The directors are required to prepare the financial statements and to provide the auditors with every 
opportunity to take whatever inspection they may consider to be appropriate to enable them to give their 
independent audit opinion. 
 
The directors are of the view that they have discharge their responsibilities as set out in this statement. 
 
Compliance Report 
 
The directors confirm that to the best of their knowledge, all taxes, duties and levies payable by the 
company, all contribution, levies and taxes payable on behalf of and in respect of the employees of the 
company, and all other known statutory dues as were due and payable by the company as at the balance 
sheet date have been paid, or where relevant provided for, except as specified in Note 27 to the financial 
statements covering contingent liabilities.  
 
 
 
 
By Order of the Board  
Ms. S.A Chang 
Secretary of Alufab PLC 
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CORPORATE GOVERNANCE 
 
Corporate governance is the process and system by which the business corporations are directed and 
controlled. The corporate governance structure specifies the distribution of rights and responsibility among 
different participants in a company such as the board of Directors, Management and Shareholders. It also 
defines rules and procedures for making decisions on business affairs. Corporate governance also provides 
the policies, practices and structures through which the Company’s objectives are set, and means of 
attaining those objectives and monitoring performance. 
 
Composition of the Board 
 
The Directors acknowledge their responsibility for the Company’s governance and the system of internal 
control. The directors are responsible to the shareholders for providing strategic direction to the company 
and safeguarding the assets of the business. The Board comprises of three directors, of whom two are 
independent non executive directors, one of who is the Chairman. The only executive director is the 
managing director.  
 
The Managing Director of the company acts as the Chief Executive Officer and the board has entrusted the 
Managing Director to manage the affairs of the company. 
 
Compliance with the Companies Act 2007 and new listing rules of Colombo Stock Exchange 
 
The company is presently unable to appoint the recommended Audit Committee and Remuneration 
Committee. The present directors as the remaining directors continue to shoulder the responsibility of 
getting all the shortcomings corrected and until such time the company will not be able to fully comply its 
obligations of good governance practices.  
 
The present directors will continue to strive to meet its obligations to comply with the continuing listing 
requirements of the Colombo Stock Exchange as well as the Companies Act 2007 and all other statutory 
bodies. In the recent past it should be observed that the company has been rapidly progressing with the 
requisite compliances and would need patience from all stakeholders to help the company to turnaround.    
 
The company is targeting to be fully compliant with the regulatory matters and would thereafter be in a 
better position to appoint the requisite directors to comply with the continued listing requirements of good 
governance.  

 

Auditors 

The shareholders may consider reappointment of auditors Messrs Hulugalle Wickramanayake & Co; and 
authorized the directors to determine their remuneration. 

The independent auditors conduct the annual audit in order to provide an external and objective assurance 
on the way in which the Financial Statements have been prepared and presented.  
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Corporate Responsibility 

The company recognizes that it exists not only to maximize long term shareholder value but also look after 
the rights and appropriate claims of many non shareholder groups such as employees, consumers, 
suppliers, lenders, environmentalists and government. We recognize that they have a stake in the outcome 
of the company’s actions and accordingly we will accord to them an increasing status when making 
corporate decisions. 

The Company is committed to conducting its affairs with integrity, efficiency and fairness to all 
stakeholders. Our key areas of focus will be; 

• Creating robust operating structures that are able to evolve to face the challenges of our strategic 
plan. 

• Maintaining sound internal controls and a robust framework of risk management and mitigation. 
• Staying abreast of international best practices and adopts those that add value to the Company and 

its stakeholders. 

Going Concern 

The Directors are satisfied that the Company is a going concern.  

 

 

 

………………………..                    …..……………………………. 
P J CLAESSON         T N DOLE 
CHAIRMAN        MANAGING DIRECTOR 
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HULUGALLE WIKRAMANAYAKE & CO.                                                                                                   TELEPHONE NO: 2810429 

     Chartered Accountants                                                                                                                                                          56, PAGODA ROAD  
                                                                                                                                                                                                      NUGEGODA 

H.S. FERNANDO F.C.A.; FSCMA. B.Com (Special)                                                                                                                SRI LANKA 
M.K.G. MENDIS F.C.A. B.Com(Sp) HONS,  FCMA, MBA (Sri J)                                                                                           E-mail: hwconsultants@sltnet.lk 

      ………………………………………………………..                 
      U. HULUGALLE B.Sc; F.C.A.   
      V.R. KATHIRGAMATAMBY A.C.A. 

 
INDEPENDENT AUDITOR’S REPORT   
TO THE SHAREHOLDERS OF  
ALUFAB PLC 
 
Report on the Financial Statements  

We have audited the accompanying financial statements of Alufab PLC, which comprise the Statement of 
Financial Position as at March 31, 2014, the Statement of Comprehensive Income, Changes in Equity and Cash 
Flows for the year then ended, and notes comprising a summary of Significant Accounting Policies and other 
explanatory information set out on pages 04 to 37 of this annual report. 

Management’s Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in accordance 
with Sri Lanka Accounting Standards. This responsibility includes: designing, implementing and maintaining 
internal control relevant to the preparation and fair presentation of financial statements that are free from material 
misstatement, whether due to fraud or error; selecting and applying appropriate accounting policies; and making 
accounting estimates that are reasonable in the circumstances. 

Scope of Audit and Basis of Opinion  

Our responsibility is to express an opinion on these financial statements based on our audit.  We conducted our 
audit in accordance with Sri Lanka Auditing Standards.  Those standards require that we plan and perform the 
audit to obtain reasonable assurance whether the financial statements are free from material misstatement. 

An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements.  An audit also includes assessing the accounting policies used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation. 

We have obtained all the information and explanations which to the best of our knowledge and belief were 
necessary for the purposes of our audit.  We therefore believe that our audit provides a reasonable basis for our 
opinion. 

Opinion 

In our opinion, except for our Auditors Notes 01 to 10 on pages 02 and 03, so far as appears from our examination, 
the Company maintained proper accounting records for the year ended March 31, 2014 and the financial 
statements give a true and fair view of the financial position of the Company as at March 31, 2014 and of its 
financial performance and its cash flows for the year then ended in accordance with Sri Lanka Accounting 
Standards. 

Report on Other Legal and Regulatory Requirements 

These financial statements also comply with the requirements of Section 151 ( 2 ) of the Companies Act No: 07 of 2007.  

 

CHARTERED ACCOUNTANTS 
COLOMBO : 24TH SEPTEMBER 2014  
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HULUGALLE WIKRAMANAYAKE & CO.     
Chartered Accountants 

 
 ALUFAB PLC 
 AUDITORS NOTES 
 

 
1. The presentation of the “Statement of Comprehensive Income” when compared with the previous year 

has been changed to reflect a gross margin and an operating loss. The gross margin does not reflect 
factory and project expenses and factory overhead costs.  

 
  Turnover includes powder coating project income of Rs. 16,295,522. However powder coating project 

expenses of Rs. 1,670,879 reflected in Cost of Sales do not include factory salaries, allowances, 
overtime, contribution to Employees Provident Fund (E.P.F.) and contribution to Employees’ Trust Fund 
(E.T.F.) pertaining to the Powder Coating Project.  

 
2. Bonus of Rs. 1,259,250 

 
A staff bonus of Rs 1,259,250 was paid in respect of 2013/14 on 09/04/2014 without prior board 
approval. Subsequently this payment was ratified by a board resolution dated 19/08/2014.  
 

3. Maga Engineering (Pvt) Ltd – Work-in-Progress – Rs. 12,487,000 
 

 On 10/06/2014 a sum of Rs. 5,000,000 has been invoiced to Maga Engineering (Pvt) Ltd. This amount 
has been paid on 01st August 2014. No further invoices have been raised as at the date of this report.  
 

4. We are unable to accurately verify when contract revenue and expenditure should be determined. 
Therefore the revenue and expenses indicated in the “Statement of Comprehensive Income” do not 
conform to LKAS 11 Construction Contracts. Within these constraints the expenses related to 
Construction Work-in-Progress have been identified as far as possible but cannot be verified accurately.    
 

5. Swisstek Aluminium Ltd Rs. 1,068,004 
 
 An amount of Rs. 1,068,004 invoiced to Swisstek Aluminium Ltd on 14/09/2012 has not been received 

as at the date of this report. Swisstek Aluminium Ltd has instituted legal action against Alufab PLC to 
recover a sum of Rs.1,526,213. Alufab PLC will be making a counterclaim for Rs.1,068,004. A provision 
for doubtful debts has not been provided in respect of this amount. 

 
6. Form 15 (Annual return of the Company) has not been submitted for verification.  

 
7. Internal Control/ Finance Manual has not been made available for our perusal.  

 
8. The share register has not been made available for our perusal. 
 
9. The accounts of the subsidiary Eurocoat Ltd have not been consolidated in the books of Alufab PLC for 

the year ended 31st March 2014. 
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HULUGALLE WIKRAMANAYAKE & CO. 
Chartered Accountants 

 
ALUFAB PLC 

 AUDITORS NOTES 
 
 

10. Revaluation of Land, Factory Buildings and Plant and Machinery as at 31/03/2014 
 

a) The Land, factory buildings and plant and machinery have been inspected on 26th May 2014. The 
said valuation report submitted by Integrated Professionals (Pvt) Ltd has been signed on 30th May 
2014. 
 

b) A factory generator revalued at Rs. 4.5million has not been used or depreciated since the financial 
year 2011/12 
 

c) The Colombo office generator purchased in 2012/13 for Rs. 160,705 has not been revalued even 
though it falls under a similar class of assets.  
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INCOME STATEMENT 

For the Year Ended 31st March 2014 2013 

 Notes Rs. Rs. 

Turnover  3.     
97,963,718  

  
74,883,246 

Cost of Sales  4.     
(76,673,687) 

  
(77,451,744)

Gross Margin  
   

21,289,493  
  

(2,568,498)

Factory overheads 

Factory & Project Expenses 5.     
(38,889,775) 

  
(28,557,453)

Other Factory overheads 6. 
   

(3,877,845) 
  

(3,854,270)

Operating Profit /(Loss)         -      
(21,477,590) 

  
(34,980,221)

Other Operating Income  7.    
18,151,606  

  
19,548,260 

Distribution Costs 8.    
(1,573,230) 

  
(659,087)

Administrative Costs  
   

(25,553,037) 
  

(26,329,474)

Result from Operating Activities  
   

(30,452,251) 
  

(42,420,522)

Finance Expenses 10. 
   

(8,346,341) 
  

(5,028,443)

Profit/Loss Before Taxation 
   

(38,798,592) 
  

(47,448,965)

Income Tax Expense 11. 
   

(4,132,666) 
  

(4,137,488)

Profit/Loss for the Period  
   

(42,931,257) 
  

(51,586,453)

Basic Earnings Per Ordinary Share (Rs.)  12      (3.56)      (4.28)
 

STATEMENT OF COMPREHENSIVE INCOME 

 

 

 

 

Profit/Loss for the Period (42,931,257) (51,586,453)

Other Comprehensive Income - -

Revaluation Reserve 10 75,171,485 -

Total Comprehensive Income 32,240,228 (51,586,453)
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ALUFAB PLC 
STATEMENT OF FINANCIAL POSITION 
AS AT 31ST MARCH 
(All amounts in Sri Lanka Rupees unless otherwise stated)
(Figures in brackets indicate deductions) 

ASSETS Notes 2014 2013 
NON CURRENT ASSETS 
Property, Plant & Equipment 13   146,321,796       68,920,827 
Total Non Current Assets   146,321,796       68,920,827 
CURRENT ASSETS 
Inventories 14     10,448,033         6,530,027 
Construction Work-in-Progress 15     34,118,546       56,454,435 
Trade and Other Receivables 16     24,364,167       19,055,544 
Income Tax Receivable                        -      160,300 
Cash & Bank Balances 17 131,798,161    238,266,522 
Total Current Assets   200,728,907    320,466,828 
TOTAL ASSETS   347,050,703    389,387,655 
EQUITY AND LIABILITIES
CAPITAL & RESERVES 
Stated Capital 18   346,672,723    346,672,723 
Revenue Reserves 19.1 (204,367,791) (158,648,836)
Revaluation Surplus 19.2     89,591,284       14,419,799 
Contribution towards Equity 20     74,623,055       74,623,055 
Total Equity   306,519,271    277,066,741 
NON CURRENT LIABILITIES 
Deferred Tax Liabilities 21       1,702,465            873,391 
Defined Benefit Obligations 22       5,212,960         3,690,478 
Amount Due to Directors 23             16,730              16,730 
Lease Creditors 24.1       3,839,402            115,158 
Total Non Current Liabilities     10,771,557         4,695,757 
CURRENT LIABILITIES 
Lease Creditors 24.2       1,254,715            188,741 
Trade & Other Payables 25     26,517,596       31,961,431 
Income Tax Payable       1,483,397         1,618,694 
Bank Overdraft 26          504,167   73,856,291 
Total Current Liabilities     29,759,875    107,625,157 
 TOTAL EQUITY AND LIABILITIES    347,050,703    389,387,655 
 
These Financial Statements are in compliance with the requirements of the Companies Act No. 07 of 2007.  
    

 
 

 …….………………………………….  
Finance Manager 

Date : 06th September 2014 

The Board of Directors is responsible for preparation and presentation of these financial statements.                

 Approved and signed for and on behalf of the Board 

 
 

 …….………………………………….   ……….………………………..  
Chairman    Managing Director   

Date : 06th September 2014 
Colombo, Sri Lanka 
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STATEMENT OF CHANGES IN EQUITY 
 

Stated Revaluation Retained Contribution Total 

Capital Surplus Earnings 
 towards 

Equity 
Rs. Rs. Rs. Rs. Rs. 

Balance as at 31.03.2012 
  

346,672,723 
  

14,419,799 
  

(106,969,290)
   

74,623,055  
  

328,746,287 
Comprehensive Income 

- Net Profit for the Year 
  

(51,586,453)
  

(51,586,453)
Other Comprehensive Income 
Dividends Paid                 -                   -   
Transferred to Fixed Assets 
Reserve 

Prior year Adjustment           (93,092)
  

(93,092)

Balance as at 31.03.2013 
  

346,672,723 
  

14,419,799 
  

(158,648,835)
   

74,623,055  
  

277,066,742 

Prior year Adjustment 
  

(2,787,697) (2,787,697)
Comprehensive Income 

Net Profit for the Period 
  

(42,931,257)
  

(42,931,257)

Other Comprehensive Income 
  

75,171,485 
  

75,171,485 
Dividends Paid 

Balance as at 31.03.2014 
  

346,672,723 
  

89,591,284 
  

(204,367,791)
   

74,623,055  
  

306,519,271 

No of Shares   
12,058,200 
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CASH FLOW STATEMENTS 
 

For the year ended 31st March 2014 2013 
Cash Flow from Operating Activities 
Net Profit /(Loss) Before Taxation   (38,797,592)   (47,448,965) 
Adjustments For: 
Lease Interest        517,112          44,549 
Gratuity     1,522,482      1,316,652 
Depreciation     4,311,314      3,407,827 

Operating Profit Before Working Capital Changes   (32,447,684)   (42,679,937) 
Changes in Working Capital 
(Increase)/ Decrease in  Inventories    (3,918,006)        253,243 
(Increase)/ Decrease in Receivable & Prepayments    (5,308,623)       (750,958) 
Increase/(Decrease) in Trade & Other Payables    (5,443,835)    21,281,672 
Increase/ (Decrease) in Amounts Due to Directors               -             9,885 
(Increase) / Decrease in retained earnings          (93,092) 

Operating Profit after Working Capital Changes   (47,118,149)   (21,979,187) 
Tax Paid    (6,066,286)    (1,939,089) 
Gratiuity Paid               -          (68,543) 

Net Cash Flow from Operating Activities   (53,184,435)   (23,986,819) 
Cash Flow from Investing Activities 
Effect of Changes in Construction Work In Progress    22,335,889   (43,798,068) 
Acquisition of Property, Plant & Equipment    (1,086,852)    (8,387,070) 

Net Cash Flow from Investing Activities    21,249,037   (52,185,138) 
Cash Flow from Financial Activities 
Lease Installment paid    (1,180,839)       (192,751) 

Net Cash Flow from Financial Activities    (1,180,839)       (192,751) 

Net Cash Increase / (Decrease) In Cash and Cash Equivalents   (33,116,236)   (76,364,708) 

Cash and Cash Equivalents at the Beginning of the Period   164,410,231   240,774,939 

Cash and Cash Equivalents at the End of the Period   131,293,994   164,410,231 
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Notes to the Financial Statements 
 

1.1. Corporate Information 
 

1.1.1 Legal and Domicile Form 
Alufab PLC is a Public Limited Company incorporated and domiciled in Sri Lanka. Alufab PLC is 
listed on the Colombo Stock Exchange in 1983. The registered office and principal place of 
business is situated at No: 41B Sasanathilake Road, Opatha, Yagodamulla, Kotugoda. 

1.1.2 Principal Activities and Nature of Operations  
During the year, the principal activities of the company were carrying out of building contracts for 
the fabrication and installation of glazed aluminium windows, doors and partitions.  

1.1.3 Date of Authorization to Issue 
The financial statements for the year ended 31st March, 2014 were authorized for issue in 
accordance with a resolution of the Board of Directors on 6th September 2014. 

1.1.4 Responsibility for Financial Statements 
The board of directors is responsible for the preparation and presentation of these financial 
statements. The responsibility of the Directors in relation to the financial statements is set out in 
the “statement of director’s responsibility”. 

 
1.2. Summary of Significant Accounting Policies 

 
1.2.1 General Accounting Policies  

 
1.2.1.1 Basis of Preparation of Financial Statements 

The Financial statements have been prepared in accordance with the SriLanka Accounting & 
Auditing standards Act No 15 of 1995, which requires compliance with SriLanka Accounting 
Standards (SLAFRS & LKAS) promulgated by the Institute of Chartered Accountants SriLanka (CA 
SriLanka) and the requirements of companies act No 07 of 2007. 

1.2.1.2 Basis of Measurement 
The financial statements have been prepared under the historical cost convention with exception 
of certain assets and liabilities at fair value.  
 

1.2.1.3 Functional and Presentation Currency 
Items included in the financial statements are measured using the currency of primary economic 
environment in which the entity operates (the functional currency). The Financial Statements are 
presented in Sri Lanka Rupees, which is the Company’s functional and presentation currency.  
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Notes to the Financial Statements 
 

1.2.1.4 Statement of Compliance  
The statement of financial position, statement of comprehensive income, Changes in Equity and 
Cash Flows, together with Accounting Policies and Notes (“financial statements”) of the company 
as at 31st  March, 2014 are prepared in compliance with the Sri Lanka Accounting Standards (LKAS 
and SLFRS) issued by the Institute of Chartered Accountants of Sri Lanka. 
The preparation and presentation of these financial statements are in compliance with the 
Companies Act No. 7 of 2007. 
 

1.2.1.5 Comparative Information   
The accounting policies have been consistently applied by the company and are consistent with 
those of the previous year except those which had to be changed as a result of application of the 
new SLFRS. The previous year’s figures and phrases have been re-arranged wherever necessary to 
conform to current year’s presentation/classification. 

1.2.1.6 Foreign Currency Transaction 
All foreign exchange transactions are converted to Sri Lanka Rupees, which is the reporting 
currency, at the rates of exchange prevailing at the time the transactions were affected.  
Monetary assets and liabilities denominated in foreign currencies are translated to Sri Lanka 
Rupee equivalents using year end spot foreign exchange rates, the resulting gains or losses are 
accounted in the statement of comprehensive income.   
Non-monetary assets and liabilities are translated using exchange rates that existed when the 
values were determined. The resulting gain or loss is accounted in the statement of 
comprehensive income.  

 
1.2.1.7 Materiality and Aggregation 

Each material class of similar items is presented separately in the financial statements. Items of a 
dissimilar nature or function are presented separately unless they are immaterial.  

 
1.2.1.8 Critical Accounting Estimates and Judgements 

a) Judgements 
In the process of applying the accounting policies, management has made the judgements, 
apart from those involving estimations, which has most significant effect on the amounts 
recognized in the financial statements.  

b) Estimates and Assumptions   
The preparation of the company’s financial statements require management to make 
judgements, estimates and assumptions that affect the reported amounts of revenue, 
expenses, assets and liabilities and the disclosure of contingent liabilities at reporting date. 

The key assumptions concerning the future and other key sources of estimation uncertainty 
at the date of financial position, that have a significant risk of causing material adjustments to 
the carrying amounts of assets and liabilities within the next financial year, have been 
considered. 
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Notes to the Financial Statements 
 

1.2.1.9 Consolidation 
Alufab PLC which holds 49.9% shares of Eurocoat Limited wrote off this investment in the 
financial year ended 31.03.2004. The accounts have not been consolidated due to the above 
reason. However the directors of Alufab PLC continue to be in control of the operations of 
Eurocoat Limited. 
 

1.3 Assets & Bases of their Valuation  
 

1.3.1 Property, Plant and Equipment 
 
a) Measurement 

All items of property, plant and equipment are initially recorded at cost. They are subsequently 
stated at cost less accumulated depreciation and accumulated impairment losses.  

Property, plant and equipment is stated at cost ,excluding the costs of day to day servicing, less 
accumulated depreciation and accumulated impairment in value. Such cost includes the cost of 
replacing part of the property, plant and equipment when that cost is incurred, if the 
recognition criteria are met. When significant parts of property, plant and equipment are 
required to be replaced at intervals, the Company recognizes such parts as individual assets 
with specific useful lives and depreciates them accordingly. 

When a major inspection is performed, its cost is recognized in the carrying amount of the 
property, plant and equipment as a replacement if the recognition criteria are satisfied. All 
other repairs and maintenance costs are recognized in the profit or loss as incurred. 

An item of property, plant and equipment is de-recognized upon disposal or when no future 
economic benefits are expected from its use or disposal. Any gain or loss arising on de-
recognition of the asset (calculated as the difference between the net disposal proceeds and 
the carrying amount of the asset) is included in the statement of comprehensive income in the 
year the asset is de-recognized. 

b) Useful Lives of Property, Plant and Equipment 
The Company reviews the assets’ residual values, useful lives and methods of depreciation at 
each reporting date; judgement made by management based on the professional experts is 
exercised in the estimation of these values, rates and methods. 

c) Depreciation 
Depreciation is recognized in profit or loss on a straight-line basis over the estimated useful 
lives of each part of an item of property, plant and equipment, since this most closely reflects 
the expected pattern of consumption of the future economic benefits embodied in the asset.  

Land is not depreciated as it is deemed to have an indefinite life.  

Assets held under finance lease are depreciated over the shorter of the lease term or the useful 
lives of equivalent owned assets.   
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Notes to the Financial Statements 
 

The economic useful lives are as follows: 

Building     20 Years 

Machinery and Equipment   10 Years 

Electrical Fittings and Office equipment 10 Years  

Motor Vehicles    04 Years  

Tools and Implements   07 Years 

Computers & IT Equipments   05 Years      

Depreciation is not charged during the year of purchase, and a full year’s depreciation is 
charged in the year of disposal.  

a) Restoration Costs   
Expenditure incurred on repairs or maintenance of property, plant and equipment in order to 
restore or maintain the future economic benefits expected from originally assessed standard of 
performance is recognized as an expense when incurred.  

b) De Recognition 
An item of property, plant and equipment is derecognized upon disposal or when no future 
economic benefits are expected from its use or disposal. Any gain or loss arising on de-
recognition of the asset (calculated as the difference between the net disposal proceeds and 
the carrying amount of the asset) is included in the statement of comprehensive income in the 
year the asset is derecognized. 

1.3.2 Leases 
 

a) Finance Leases – Where the Company is the Lessee   
Leases which assume that transfer substantially all the risks and rewards incidental to the 
ownership are classified as finance leases. Assets acquired by way of a finance lease are 
measured at an amount equal to the lower of their fair value or the present value of minimum 
lease payments at the inception less accumulated depreciation and accumulated impairment 
losses.   

The corresponding principal amount payable to the lessor is shown as a liability. The finance 
charges allocated to future periods are separately disclosed in the notes.  

The interest element of the rental obligation applicable to each financial year is charged to the 
statement of comprehensive income over the period of the lease so as to produce a constant 
periodic rate of interest on the remaining balance of the liability for each period.  
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Notes to the Financial Statements 

The cost of improvements to or on leased property is capitalized, and depreciated over the 
unexpired period of the lease or the estimated useful lives of the improvements, whichever is 
shorter.  

Any excess of sales proceeds over the carrying amount of assets in respect of a sale and 
leaseback transaction that result in a finance lease, is deferred and amortized over the lease 
term. 

b) Operating Leases 
Leases where the lessor effectively retains substantially all the risks and rewards of an asset 
under the leased term are classified as operating leases. 

Lease payments (excluding cost of service such as insurance and maintenance) paid under 
operating leases are recognized as an expense in the statement of comprehensive income over 
the period of the lease on a straight line basis.   

1.3.3 Impairment of Non-Financial Assets 
The company assesses at each reporting date whether there is an indication that an asset may be 
impaired. If such indication exists or when annual impairment testing for an asset is required the 
company makes an estimate of the asset’s recoverable amount. An asset’s recoverable amount is 
the higher of an asset’s or cash generating unit’s fair value less costs to sell and its value in use 
and  

 
Determined for an individual asset, unless the asset does not generate cash inflows that are 
largely independent of those from other assets or group of assets. Where the carrying amount of 
an asset exceeds its recoverable amount, the asset is considered impaired and is written down to 
its recoverable amount. In assessing value in use, the estimated future cash flows are discounted 
to their present value using a pre tax discount rate that reflects current market assessment of the 
time value of money and the risk specific to the asset.  
 
Impairment losses of continuing operations are recognized in the statement of comprehensive 
income in those expense categories consistent with the function of the impaired asset. 

 
For assets excluding goodwill, an assessment is made at each reporting date as to whether there 
is any indication that previously recognized impairment losses may no longer exist or may have 
decreased. If such indication exists, the company makes an estimate of the recoverable amount.  
 
A previously recognized impairment loss is reversed only if there has been a change in the 
estimates used to determine the assets recoverable amount since the last impairment loss was 
recognized. If that is the case the carrying amount of the asset is increased to its recoverable 
amount. The increased amount cannot “exceed” the carrying amount that would have been 
determined, net of depreciation had, had no impairment loss been recognized for the asset in 
prior years. Such reversal is recognized in the statement of comprehensive income. 
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Notes to the Financial Statements 

 
1.3.4 Financial Assets 

The Company classifies its financial assets in the following categories: Financial Assets at Fair 
value through profit or loss, Loans and receivables, Financial Assets available for sale and Held-to-
maturity financial assets. The classification depends on the purpose for which the financial assets 
were acquired. Management determines the classification of its financial assets at initial 
recognition and re-evaluates this designation at every reporting date. 

1.3.4.1 Initial Recognition and Measurement 
The company determines the classification of its financial assets at initial recognition. All financial 
assets are recognized initially at fair value plus, in the case of assets not at fair value through 
profit or loss, directly attributable transaction costs. 

Purchases or sales of financial assets that require delivery of assets within a time frame 
established by regulation or convention in the marketplace (regular way trades) are recognized 
on the trade date, i.e., the date that the company commits to purchase or sell the asset.  

The Company’s financial assets include cash and cash equivalents, short term fixed deposits and 
trade and other receivables. 

1.3.4.2 Subsequent Measurement 
 
The subsequent measurement of financial assets depends on their classification as follows: 

(a) Financial Assets at Fair Value Through Profit or Loss 
Financial assets at fair value through profit or loss include financial assets held for trading and 
financial assets designated upon initial recognition at fair value through profit or loss. 
Financial assets are classified as held for trading if they are acquired for the purpose of selling 
or repurchasing in the near term.  

The company has not classified any financial assets as fair value through profit or loss as of 
the reporting date and during the reporting period.  

(b) Loans and Receivables 
Loans and receivables are non-derivative financial assets with fixed or determinable payments 
that are not quoted in an active market. After initial measurement, such financial assets are 
subsequently measured at amortized cost using the effective interest rate method (EIR), less 
impairment. Amortized cost is calculated by taking into account any discount or premium on 
acquisition and fees or costs that are an integral part of the EIR. The EIR amortization is 
included in finance income in the statement of comprehensive income. The losses arising 
from impairment are recognized in the statement of comprehensive income in finance costs.  

Loans receivables comprises of trade and other receivables. 
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Notes to the Financial Statements 

(c) Held-to-Maturity Investments 
Non-derivative financial assets with fixed or determinable payments and fixed maturities are 
classified as held-to-maturity when the company has the positive intention and ability to hold 
them to maturity. After initial measurement, held-to-maturity investments are measured at 
amortized cost using the effective interest rate (EIR) method, less impairment. Amortized cost 
is calculated by taking into account any discount or premium on acquisition and fees or costs 
that are an integral part of the EIR. The EIR amortization is included in finance income in the 
statement of comprehensive income. The losses arising from impairment are recognized in 
the statement of comprehensive income in finance costs. 

The company has not classified any financial assets as held-to-maturity as of the reporting 
date and during the reporting period.  

(d) Available-for-Sale Financial Investments 
Available-for-sale financial investments include equity and debt securities. Equity investments 
classified as available-for-sale are those, which are neither classified as held for trading nor 
designated at fair value through profit or loss. Debt securities in this category are those which 
are intended to be held for an indefinite period of time and which may be sold in response to 
needs for liquidity or in response to changes in the market conditions. 

After initial measurement, available for sale financial investments are subsequently measured 
at fair value.  

Unrealized gains and losses are recognized directly in equity (Other comprehensive income) in 
the ‘Available for sale reserve’. When the investment is disposed of, the cumulative gain or 
loss previously recognized in equity is recognized in the statement of comprehensive income 
in ‘Other operating income’. Where the company holds more than one investment in the 
same security, they are deemed to be disposed of on a first–in first–out basis. Interest earned 
whilst holding available for sale financial investments is reported as interest income using the 
EIR. Dividends earned whilst holding available for sale financial investments are recognized in 
the statement of comprehensive income as ‘Other operating income’ when the right of the 
payment has been established. The losses arising from impairment of such investments are 
recognized in the statement of comprehensive income in ‘Impairment losses on financial 
investments’ and removed from the ‘Available for sale reserve’.  

The company evaluates its available-for-sale financial assets to determine whether the ability 
and intention to sell them in the near term is still appropriate. When the company is unable 
to trade these financial assets due to inactive markets and management’s intention to do so 
significantly changes in the foreseeable future, the company may elect to reclassify these 
financial assets in rare circumstances. Reclassification to loans and receivables is permitted 
when the financial assets meet the definition of loans and receivables and the company has 
the intent and ability to hold these assets for the foreseeable future or until maturity. 
Reclassification to the held-to-maturity category is permitted only when the entity has the 
ability and intention to hold the financial asset accordingly. 
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Notes to the Financial Statements 

For a financial asset reclassified out of the available-for-sale category, any previous gain or 
loss on that asset that has been recognized in equity is amortized to profit or loss over the 
remaining life of the investment using the EIR. Any difference between the new amortized 
cost and the expected cash flows is also amortized over the remaining life of the asset using 
the EIR. If the asset is subsequently determined to be impaired, then the amount recorded in 
equity is reclassified to the statement of comprehensive income. 

The company has not classified any financial assets as available for sale investments as of the 
reporting date and during the reporting period.  

1.3.4.3 De-Recognition 
 
A financial asset (or, where applicable a part of a financial asset or part of a group of similar 
financial assets) is de-recognized when: 

(a) The rights to receive cash flows from the asset have expired 
 

(b) The Company has transferred its rights to receive cash flows from the asset or has assumed 
an obligation to pay the received cash flows in full without material delay to a third party 
under a ‘pass-through’ arrangement; and either  

 
 
The company has transferred substantially all the risks and rewards of the asset, or the 
company has neither transferred nor retained substantially all the risks and rewards of the 
asset, but has transferred control of the asset. 

When the company has transferred its rights to receive cash flows from an asset or has 
entered into a pass-through arrangement, and has neither transferred nor retained 
substantially all of the risks and rewards of the asset nor transferred control of it, the asset is 
recognized to the extent of the company’s continuing involvement in it. 

In that case, the company also recognizes an associated liability. The transferred asset and the 
associated liability are measured on a basis that reflects the rights and obligations that the 
company has retained. 

Continuing involvement that takes the form of a guarantee over the transferred asset is 
measured at the lower of the original carrying amount of the asset and the maximum amount 
of consideration that the company could be required to repay. 
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Notes to the Financial Statements 
 

1.3.4.4 Impairment of Financial Assets 
The company assesses at each reporting date whether there is any objective evidence that a 
financial asset or a group of financial assets is impaired. A financial asset or a group of financial 
assets is deemed to be impaired if, and only if, there is objective evidence of impairment as a 
result of one or more events that has occurred after the initial recognition of the asset (an 
incurred ‘loss event’) and that loss event has an impact on the estimated future cash flows of the 
financial asset or the group of financial assets that can be reliably estimated. Evidence of 
impairment may include indications that the debtors or a group of debtors is experiencing 
significant financial difficulty, default or delinquency in interest or principal payments, the 
probability that they will enter bankruptcy or other financial reorganization and where observable 
data indicate that there is a measurable decrease in the estimated future cash flows, such as 
changes in arrears or economic conditions that correlate with defaults. 

Financial Assets Carried at Amortized Cost 

For financial assets carried at amortized cost, the company first assesses whether objective 
evidence of impairment exists individually for financial assets that are individually significant, or 
collectively for financial assets that are not individually significant. If the company determines 
that no objective evidence of impairment exists for an individually assessed financial asset, 
whether significant or not, it includes the asset in a group of financial assets with similar credit 
risk characteristics and collectively assesses them for impairment. Assets that are individually 
assessed for impairment and for which an impairment loss is, or continues to be, recognized are 
not included in a collective assessment of impairment. 

If there is objective evidence that an impairment loss has been incurred, the amount of the loss is 
measured as the difference between the assets carrying amount and the present value of 
estimated future cash flows (excluding future expected credit losses that have not yet been 
incurred). The present value of the estimated future cash flows is discounted at the financial 
asset’s original effective interest rate. If a loan has a variable interest rate, the discount rate for 
measuring any impairment loss is the current effective interest rate. 

The carrying amount of the asset is reduced through the use of an allowance account and the 
amount of the loss is recognized in the statement of comprehensive income. Interest income 
continues to be accrued on the reduced carrying amount and is accrued using the rate of interest 
used to discount the future cash flows for the purpose of measuring the impairment loss. The 
interest income is recorded as part of finance income in the statement of comprehensive income. 
Loans together with the associated allowance are written off when there is no realistic prospect 
of future recovery and all collateral has been realized or has been transferred to the company. If, 
in a subsequent year, the amount of the estimated impairment loss increases or decreases 
because of an event occurring after the impairment was recognized, the previously recognized 
impairment loss is increased or reduced by adjusting the allowance account. If a future write-off is 
later recovered, the recovery is credited to finance costs in the statement of comprehensive 
income. 
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Available-for-Sale Financial Assets 

For available-for-sale financial assets, the company assesses at each reporting date whether there 
is objective evidence that an investment or a group of investments is impaired. In the case of 
equity investments classified as available-for-sale, objective evidence would include a significant 
or prolonged decline in the fair value of the investment below its cost. ‘Significant’ is evaluated 
against the original cost of the investment and ‘prolonged’ against the period in which the fair 
value has been below its original cost. Where there is evidence of impairment, the cumulative loss 
- measured as the difference between the acquisition cost and the current fair value, less any 
impairment loss on that investment previously recognized in the statement of comprehensive 
income - is removed from other comprehensive income and recognized in the statement of 
comprehensive income. Impairment losses on equity investments are not reversed through the 
statement of comprehensive income; increases in their fair value after impairments are 
recognized directly in other comprehensive income. 

In the case of debt instruments classified as available-for-sale, impairment is assessed based on 
the same criteria as financial assets carried at amortized cost. However, the amount recorded for 
impairment is the cumulative loss measured as the difference between the amortized cost and 
the current fair value, less any impairment loss on that investment previously recognized in the 
statement of comprehensive income. 

Future interest income continues to be accrued based on the reduced carrying amount of the 
asset, using the rate of interest used to discount the future cash flows for the purpose of 
measuring the impairment loss. The interest income is recorded as part of finance income. If, in a 
subsequent year, the fair value of a debt instrument increases and the increase can be objectively 
related to an event occurring after the impairment loss was recognized in the statement of 
comprehensive income, the impairment loss is reversed through the statement of comprehensive 
income. 

1.3.5 Financial Liabilities 
The Company classifies its financial liabilities as financial liabilities at fair value through profit or 
loss or other financial liabilities, as appropriate. At the reporting date there were no financial 
liabilities at fair value through profit or loss. 

1.3.5.1 Initial Recognition and Measurement 
All financial liabilities are recognized initially at fair value. This includes directly attributable 
transaction costs. The company’s financial liabilities include loans and borrowings, trade and 
other payables and bank overdrafts. 
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1.3.5.2 Subsequent Measurement 
The measurement of financial liabilities depends on their classification as follows: 

(a) Financial Liabilities at Fair Value Through Profit or Loss 
Financial liabilities at fair value through profit or loss include financial liabilities held for 
trading and financial liabilities designated upon initial recognition as at fair value through 
profit or loss. Financial liabilities are classified as held for trading if they are acquired for the 
purpose of selling in the near term.  

(b) Other Financial Liabilities 
After initial recognition, other financial liabilities are subsequently measured at amortized 
cost using the effective interest rate method. Gains and losses are recognized in the 
statement of comprehensive income when the liabilities are derecognized as well as through 
the effective interest rate method (EIR) amortization process. Amortized cost is calculated by 
taking into account any discount or premium on acquisition and fees or costs that are an 
integral part of the EIR. The EIR amortization is included in finance costs in the statement of 
comprehensive income.  

Other Financial Liabilities of the company includes trade and other payables and short term 
borrowings.  

1.3.5.3 De-Recognition 
A financial liability is de-recognized when the obligation under the liability is discharged or 
cancelled or expires. When an existing financial liability is replaced by another from the same 
lender on substantially different terms, or the terms of an existing liability are substantially 
modified, such an exchange or modification is treated as a de-recognition of the original liability 
and the recognition of a new liability, and the difference in the respective carrying amounts is 
recognized in the statement of comprehensive income. 

1.3.5.4 Off-setting of Financial Instruments 
Financial assets and financial liabilities are offset and the net amount reported in the statement of 
financial position if, and only if, there is a currently enforceable legal right to offset the recognized 
amounts and there is an intention to settle on a net basis, or to realize the assets and settle the 
liabilities simultaneously. 

1.3.6 Inventories  
Inventories are measured at the lower of cost and net realizable value. Cost is determined by 
First-In-First-Out method. The cost of finished goods and work-in-progress comprises raw 
materials, direct labour, other direct cost and related production overheads, but excludes interest 
expense. Net realizable value is the price at which inventories can be sold in the ordinary course 
of business less the estimated cost of completion and estimated cost necessary to make the sale.       

 

 



  ANNUAL REPORT 2013/2014 

31 | P a g e  
 

 

Notes to the Financial Statements 

1.3.7 Construction contracts 
Work-in progress on long term contracts is valued at cost, which includes all direct costs 
attributable to work completed to date. Provision is made, where necessary, for all losses 
expected to arise on such contracts. 
 
The profit on a construction contract is recognized as soon as it can be estimated reliably. The 
company uses the percentage of completion method to determine the appropriate amount to 
recognize in a given period; the stage of completion is measured by reference to physical 
proportion of the contract work completed. 
 
In determining costs incurred up to year end, any cost relating to future activity on a contract are 
excluded and shown as contract work in progress. The aggregate of the cost incurred and the 
profit/loss recognized on each contract is compared against the progress billings up to the year 
end. Where the sum of the cost incurred and recognized profit or loss exceeds the progress 
billings, the balance is shown under receivables and prepayments as due from customers on 
contracts. 
 

1.3.8 Trade and Other Receivables  
Trade receivables are recognized initially at fair value and subsequently measured at amortized 
cost using the effective interest method, less provision for impairment.  

Other receivables are recognized at the amounts they are estimated to realize net of provisions 
for impairment. The amount of the provision is recognized in the statement of comprehensive 
income.  

1.3.9 Cash and Cash Equivalents 
Cash and cash equivalents includes cash in hand, deposits held at call deposits with banks, other 
short term highly liquid investments with original maturities of three months. Bank overdrafts are 
shown within current liabilities in the statement of financial position. 

1.3.10  Stated Capital 
(a) Classification 

Ordinary shares with discretionary dividends are classified as equity when there is no 
obligation to transfer cash or other assets. 

 
(b) Dividends 

Dividends are recognized when the shareholders right to receive the dividend is established. 
In the case of interim dividends to equity shareholders, this is when declared by the directors.  
In the case of final dividends, this is when approved by the shareholders at the Annual 
General Meeting.  
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1.3.11 Trade and Other Payables 
Trade payables are obligations to pay for services that have been acquired in the ordinary course 
of business. These are classified as current liabilities where payment is due within one year or less 
if not, they are presented as non-current liabilities. 

Trade payables are recognized initially at fair value and subsequently measured at amortized cost 
using the effective interest method. Short-term payables with no stated interest rate are 
measured at original invoiced amount since the effect of discounting is immaterial. 

1.3.12 Current and Deferred Income Tax 
a) Current Taxes  

Current income tax assets and liabilities for the current and prior periods are measured at the 
amount expected to be recovered from or paid to the Commissioner General of Inland 
Revenue. 

The provision for income tax is based on the elements of income and expenditure as reported 
in the financial statements and computed in accordance with the provision of the Inland 
Revenue Act No. 10 of 2006. 

b) Deferred Taxation 
Deferred tax is provided using the liability method on temporary differences at the date of the 
financial position between the tax bases of assets and liabilities, and their carrying amounts for 
financial reporting purposes. 

Deferred tax assets and liabilities recognized for all temporary differences. Deferred tax assets 
are recognized for all deductible temporary differences, carry-forward of unused tax credits 
and unused tax losses, to the extent that it is probable that taxable profit will be available 
against which the deductible temporary differences, and the carry-forward of unused tax 
credits and unused losses can be utilized.  

 
The carrying amount of deferred tax assets is reviewed at each date of the statement of 
financial position and reduced to the extent that it is no longer probable that sufficient taxable 
profit will be available to allow all or part of the deferred tax assets to be utilized. Unrecognized 
deferred tax assets are reassessed at each date of the statement of financial position and are 
recognized to the extent that it has become probable that future taxable profit will allow the 
deferred tax asset to be recovered.    

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to 
the year when the asset is realized or the liability is settled, based on tax rates and tax laws that 
have been enacted or substantively enacted at the date of the statement of financial position. 

Income tax relating to items recognized directly in equity is recognized in equity.Deferred tax 
asset and deferred tax liabilities are offset, if a legally enforceable right exists to set off current 
tax assets against current tax liabilities and the deferred taxes relate to the same taxable entity 
and the same taxation authority. 
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1.3.13 Related Party Transactions 
Disclosure is made in respect of the transaction in which one party has the ability to control or 
exercise significant influence over the financial and operating policies / decisions of the other, 
irrespective of whether a price is charged.  

1.3.14 Employee Benefits 
 
(a) Defined Benefit Plans – Gratuity 

Provision has been made for retirement gratuities, in conformity with LKAS 19- Employee 
Benefits. The liability is not externally funded nor is it actuarially valued. 

(b) Defined Contribution Plans – Employees’ Provident Fund and Employees’ Trust Fund  
Employees are eligible for Employees’ Provident Fund Contributions and Employees’ Trust Fund 
Contributions in line with respective statutes and regulations. The company contributes 12% 
and 3% of gross emoluments of employees to the Employees’ Provident Fund and to the 
Employees’ Trust Fund respectively.  

1.3.15 Provisions 
Provisions are recognized when the company has a present legal or constructive obligation as a 
result of past events; it is probable that an outflow of resources will be required to settle the 
obligation; and the amount has been reliably estimated. Provisions are not recognized for future 
operating losses.  

Where there are a number of similar obligations, the likelihood that an outflow will be required in 
settlement is determined by considering the class of obligations as a whole. A provision is 
recognized even if the likelihood of an outflow with respect to any one item included in the same 
class of obligations may be small. 

1.3.16 Commitments 
All material commitments as at the reporting date have been identified and disclosed in the notes 
to the financial statements.  

1.3.17 Revenue Recognition 
Revenue comprises the fair value of the consideration received or receivable for the services 
rendered in the ordinary course of the Company activities.  

(a) Sale of Goods 
Revenue is recognized to the extent that it is probable that the economic benefits will flow to 
the company and the revenue and associated costs incurred can be reliably measured. Revenue 
is measured at the fair value of the consideration received or receivable net of trade discounts 
and sales taxes. Revenue is recognized when the significant risks and rewards of ownership 
have been transferred to the buyer, recovery of the consideration is probable, the associated 
costs and possible return of goods can be estimated reliably. 
 
 



  ANNUAL REPORT 2013/2014 

34 | P a g e  
 

 
Notes to the Financial Statements 

 
(b) Rendering of Services 

Revenue is recognized to the extent that it is probable that the economic benefits will flow to 
the company, revenue and associated costs incurred can be measured reliably and the stage of 
completion of the transaction at the end of the reporting period can be measured reliably and 
the costs incurred for the transaction and the costs to complete the transaction can be 
measured reliably.   
 

(c) Interest Income 
Interest income is recognized using the effective interest method.  
 

(d) Dividend Income 
Dividend income is recognized when the right to receive payment is established. 

  
1.3.18 Expenditure 

The expenditures are recognized on an accrual basis. All expenses incurred in the ordinary course of 
business and in maintaining property, plant and equipment in a state of efficiency is charged 
against income in arriving at the result for the year. 

For the purpose of presentation of the statement of comprehensive income information, expense 
by function method is used to classify expenses. 

2. Effect of Sri Lanka accounting standards issued but not yet effective 
 

The standards and interpretations that are issued but not yet effective upto the date of issuance of 
the Company’s financial statements are disclosed below. The Company intends to adopt these 
standards, if applicable, when they become effective. 

a) SLFRS 9 - Financial Instruments : Classification and Measurement 
SLFRS 9, as issued reflects the first phase of work on replacement of LKAS 39 and applies to 
classification and measurement of financial assets and liabilities as defined in LKAS 39. SLFRS 9 
was issued in 2012 and become effective for the financial periods beginning on or after 01st 
January, 2015. Accordingly, the financial statements for the year ending 31st March, 2016 will 
adopt the SLFRS 9. The company will quantify the effect in due course. 

b) SLFRS 12 - Disclosure of Interests in Other Entities 
SLFRS 12 includes all of the disclosures that were previously in LKAS 27 related to consolidated 
financial statements, as well as all of the disclosures that were previously included in LKAS 31 
and LKAS 28. These disclosures relate to an entity’s interest in subsidiaries, joint arrangements, 
associates and structured entities. The number of new disclosures is also required, but has no 
impact on the group’s financial position or performance. SLFRS 12 was issued in 2012 and 
become effective for the financial periods beginning on or after 01st January, 2015. 
Accordingly, the financial statements for the year ending 31st March, 2016 will adopt the SLFRS 
12. 
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c) SLFRS 13 - Fair Value Measurement 

SLFRS 13 establishes a single source of guidance under SLFRS for all fair value measurements. 
SLFRS 13 does not change when an entity is required to use fair value, but rather provides 
guidance on how to measure fair value under SLFRS when fair value is required or permitted. 
This standard is effective for annual periods beginning on or after 01st January, 2015. 
Accordingly, the financial statements for the year ending 31st March, 2016 will adopt the SLFRS 
13. Pending the full study of this standard, the financial impact is not yet known and reasonably 
estimable 
 

3. TURNOVER     

31/03/2014  31/3/2013  

  Rs Rs 

Contract Sales             81,349,851            66,196,033  

Sundry Sale              318,345             1,040,758  

Powder Coating Project Income             16,295,522              6,954,172  

Sale of Aluminium Scrap                648,307  

Maintenance Income                   8,976  

Hire Income                  35,000  

Total             97,963,717            74,883,246  
 

4. COST OF SALES 
31/03/2014  31/3/2013  

   Rs   Rs  
Opening Stock               6,471,377              6,621,350 
Purchase - Import             17,654,086            76,260,918 
Purchase - Local             15,605,588            22,138,997 
Contract Wages            23,189,696           19,635,893 
Powder Coating Project              1,670,879              3,064,032 

           64,591,625          127,721,190 

Closing Stock 
  

(10,253,829)             (6,471,377)

Contract Cost Incurred In The Period 
  

54,337,796           121,249,812 
 
Net Work In Progress During The Period – 
 Note 12 

  
22,336,428           (43,798,068)

  
76,674,225            77,451,744 

 
 
 
 
 
 



  ANNUAL REPORT 2013/2014 

36 | P a g e  
 

 
Notes to the Financial Statements 

 
5 FACTORY AND PROJECT EXPENSES 

 

Staff Salaries , Allowances & Overtime    
11,113,051  

  
7,850,543 

E.P.F  
   

1,042,131  
  

762,349 

E.T.F  
   

260,533  
  

190,587 

Travelling & Other Allowances    
4,504,135  

  
4,350,939 

Casual Wages    
1,037,025  

  
1,213,052 

Travelling & Parking Fees    
992,944  

  
353,926 

Security Charges    
1,374,049  

  
887,351 

Depreciation    
4,311,313  

  
3,226,294 

Factory Fuel & Oil    
33,868  

  
504,836 

Bonus    
780,805  

  
-   

Machinery Repair & Maintenance    
240,177  

  
240,211 

Site Expenses    
1,466,902  

  
162,151 

Steel & Fabrication Work     
1,857,619  

  
1,824,879 

Provision For Gratuity     
457,006  

  
359,611 

Generator Maintenance    
5,848,539  

  
3,768,062 

Design Fees    
80,000  

  
-   

Hire of Other Equipments    
1,175,474  

  
220,660 

Container Maintenance    
25,611  

  
-   

Generator Hire    
1,810,150  

  
2,306,000 

Factory Maintenance    
478,443  

  
336,002 

Total  
   

38,889,775  
  

28,557,453 
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6. FACTORY OVERHEAD COSTS 

31/3/2014  31/3/2013  

   Rs   Rs  

Rates & Taxes                  71,467                  68,467 

Staff Welfare                 685,990         675,206 

Communication               81,351               163,564 

Insurance             1,749,609           1,001,778 

Water              310,019               293,805 

Vehicle Hire                486,000               642,778 

Worker Accommodation                  66,500 

Courier Charges                151,272              240,757 

Printing & Stationery                 118,973                  98,125 

Vehicle Repair and Maintenance              223,163               603,290 

             3,877,845              3,854,270 
 

 

7. OTHER OPERATING INCOME 

31/3/2014  31/3/2013  

   Rs   Rs  

Interest Income             18,151,606            19,548,260 

              18,151,606            19,548,260 
 

 

8.  DISTRIBUTION COSTS 

Web Marketing Services                  11,000                282,267 

Advertising                 526,880                376,819 

Marketing Expense 1,035,350                       -   

Total Distribution expense              1,298,230                659,087 
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9 NET PROFIT/ (LOSS) BEFORE TAXATION 

Profit before taxation is stated after charging all expenses and losses including the following 

Director Remuneration & Allowances        2,625,000          2,400,000 

Staff Salaries , Allowances & Overtime         3,959,113          3,596,160 

E.P.F            541,556             527,459 
E.T.F            135,389             131,865 
Registration Fees of ISO 9001                       -                16,200 
Labour Charges                4,000                         -   
Electricity             896,259             910,155 
Printing & Stationery             921,663             659,170 
Communication            768,251             572,060 
Audit Fees            346,110             246,070 
Accountancy Charges            114,000             162,000 
Staff Welfare            661,599             592,758 
Provision For Gratuity         1,065,476             903,791 
Leave Pay            209,820             229,212 
Office Maintenance              87,235             135,813 
Insurance & License              50,769             121,853 
Water            105,658               22,472 
Professional Charges        1,054,855             394,490 
Central Depository System Charges              90,821             138,915 
Business Meeting Expenses            397,794             184,861 
Seminar Expenses            140,400               76,300 
Office Equipment Maintenance            260,834             136,570 
Subscription            176,520             126,270 
Secretarial Expenses            602,500               45,520 
Motor Vehicle Maintenance        1,438,124             900,868 
Vehicle Fuel        1,229,149          1,293,794 
Vehicle Hire        2,470,343          2,534,038 
Travelling & Parking Fees        1,200,756          1,132,931 
Bonus            478,445                         -   
Foreign Travel         1,333,197          1,270,929 
Training Program                       -              428,310 
Other Expenses            106,392                         -   
Consultancy Fees        2,081,009          1,264,200 

Sub Total      13,166,797          9,950,468 
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10 FINANCE & OTHER COSTS 
Overdraft Interest        5,828,212         2,539,164 
Loan Interest       1,317,572      1,963,147 
Bank Charges         243,106        201,744 
Penalty & Surcharges            32,089           91,456 
Legal Fees         150,680           77,060 
Bad Debtors Written off            98,560                       -   
Donation        159,010     100,060 
Lease Interest         517,112           44,549 
Exchange Loss                       -              11,263 
Total        8,346,341         5,028,443 

 
 

11 INCOME TAX EXPENSES 

 Current Income Tax Expenses - Note 11.1   
3,303,592 

   
3,557,783 

 Deferred Tax Charged to Income Statement - Note 11.2   
829,074 

   
579,705 

 Total  
  

4,132,666 
   

4,137,488 
 

11.1 - CURRENT INCOME TAX EXPENSES 

Income Tax Expense on Taxable Profit - Note 11.1.1        3,303,592          3,557,783  

Sub Total        3,303,592          3,557,783  
 

11.2 - DEFERRED TAX EXPENSE 

Opening Balance   
873,391 

   
293,686  

Closing Balance   
(1,702,465)

   
(873,391) 

Deferred Tax Charged to Statement of Comprehensive Income   
(829,074)

   
(579,705) 
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11.1.1 - NUMERICAL RECONCILIATION BETWEEN THE TAX EXPENSE/ (INCOME) OF ACCOUNTING 
PROFIT/ (LOSS) 

 

Numerical reconciliation between the tax expense/ (income) and the product of accounting 
profit/ (loss) multiplied by the applicable tax rate disclosing also the basis on which the 
applicable tax rate is computed is given below. 

2014 2013 
Statutory Income Tax Rate  28% / 10%   28% / 10%  
Dividend Tax Rate 10%   10% 
Accounting Profit Liable for Income Taxation (38,798,592)  (47,448,965) 

 
Profit from Trade or Business - Exempt Profit Tax Effect of  Profits 
Taxed at Concessionary Rates                  -                         -   

 
Tax Effect of  Income Considered Separately in Determining 
Taxable Income                       -                       -   

 Tax Effect of Excluded Income in Determining Taxable Income     2,631,413  1,935,369.00 

 
Tax Effect of Concessionary Rate on Export Income in 
Determining Taxable Income                        -                       -   

 Tax Effect of Allowable Expenses in Determining Taxable Income   (1,296,319)   (1,920,459)

Tax Effect of Other Sources of Income      3,303,592        3,557,783 
Exempt Other Income                         -                         -   
Tax Effect of Section 32 Deductions  (1,778,857)   (1,201,860)
Tax Effect of Qualifying Payments                        -                         -   
Tax Effect of Notional Tax Credit                       -                         -   
Tax Effect of Gross Dividend                       -                         -   

Tax Expense on the Taxable Sources of the Business     3,303,592        3,557,783 

Total Tax Expenses on Taxable Sources of the Business and Dividend  3,303,592        3,557,783 

Total Tax Expenses for the Year      3,303,592       3,557,783 

12 BASIC EARNINGS PER SHARE 

 

The basic earnings per share is calculated by dividing the net 
profit/ (loss) for the year attributable to ordinary shareholders 
by the weighted average number of ordinary shares 
outstanding during the year. 

  

Amounts Used as Numerator 

 Net Profit/(Loss) Attributable to Shareholders  
(42,931,257) 

     
(51,586,453) 

Number Of Ordinary Shares Used as the Denominator 

 Weighted Average Number Of Ordinary Shares in Issue     
12,058,200  

       
12,058,200  

Profit /(Loss) Per Share After Provisions (3.56) (4.28) 
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14 INVENTORIES 2014 2013 

Raw Material 10,253,828  6,471,377 
Diesel Stock     194,205       58,650 

10,448,033  6,530,027 

 
Raw material includes stocks of Aluminium, Beading, Glass and hardware items which 
have been valued conservatively at 50% of cost due to the following reasons. 

  
a. The materials are slow moving as they have been 
accumulated from those leftover from projects. 

  

b. These materials can only be used by carefully matching 
them with new materials of future projects where similar 
systems are used. 

These two items of stock have been valued on the same basis in prior years as well. 
 

14.1 - INVENTORIES PLEDGED AS COLLATERALS 

Inventory has not been pledged to outside parties 

 

15 CONTRACT WORK-IN-PROGRESS 

Description 

 Balance As 
At 

01/04/2013  

 Cost 
Incurred 

During the 
Year  

 Expenses 
Recognized 
in the Year  

 Balance As At 
01/04/2014  

 Net Work-
in-Progress 
During The 

Year  
 A   B   C   D   A-D  

Contract Work-
in-Progress 

   
56,454,435  

  
54,337,798 

  
(76,673,687)

   
34,118,546  

  
22,335,889 

   
56,454,435  

  
54,337,798 

  
(76,673,687)

   
34,118,546  

  
22,335,889 

 
 

16 TRADE AND OTHER RECEIVABLES              2,014                2,013 

Trade Debtors - Note 16.1   18,918,756     16,129,572 
Other Debtors - Note 16.2         172,947           114,995 
Other Receivables - Note 16.3         170,260           230,325 
Advances, Deposits and Prepayments - Note 16.4     5,102,204        2,580,652 
Total   24,364,167     19,055,544 

 
16.1 - TRADE DEBTORS 

Gross Amount Receivable   18,918,756     16,129,572 
Provision for Impairment                     -                        -   
Sub Total   18,918,756     16,129,572 
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16.2 - OTHER DEBTORS 

Gross Amount Receivable         172,947           114,995 
Provision for Impairment                     -                        -   
Sub Total         172,947           114,995 

 

16.3 - OTHER RECEIVABLES 
With Holding Tax                   -         167,325 
Festival Advance for Staff         98,260         48,000 
Staff Loan         72,000         15,000 
Sub Total       170,260        230,325 

 

16.4 - ADVANCE, DEPOSIT AND PREPAYMENTS 
Web Site Designing         26,133        646,411 
Advertising                   -            61,200 
Insurance       650,986        282,031 
Fuel Deposit - Factory       450,000        250,000 
Listing Fees                   -            37,500 
Subscription Fees       113,525          99,305 
Rate & Taxes         51,350          51,350 
Advance Contract Wages       899,500                    -   
Retention    1,323,842                    -   
Prepayments         60,000        203,056 
Advance for Import Purchase       705,372        476,414 
Refundable Deposit       540,000          30,000 
Purchasing Advance       279,986        327,435 
Salary Advance           1,510                    -   
Advance Payment                   -            25,500 
Advance - Inspection Of Gantry System                   -            90,450 
Sub Total    5,102,204     2,580,652 

 

17 CASH & BANK BALANCES 

 
Hatton National Bank - Term Deposits A/c No. 250030002044/ 
250030002053 

   
101,634,516  

  
230,000,000 

Union Bank (Normal)A/C No:121700017        365,346        490,429 
Union Bank ( Special)- A/C :760400010        122,370       122,370 
Hatton National Bank - Current A/c No. 250010002925       218,202                       -   
Hatton National Bank - Savings A/c No. 003020589803        11,065                       -   
Hatton National Bank - Savings A/c No. 250020009457 29,296,379      7,398,188 
Lanka Orix Leasing Company - Savings Account No. 00230000262          11,955            11,081 
Cash in hand- Head Office          31,433            64,970 
Cash in hand- Head Office - Purchase          29,190         105,365 
Cash in hand - Factory           70,091            68,709 
Cash in hand - Site             5,000             5,409 
Coinage           2,614                       -   

 Total    
131,798,161  

  
238,266,522 
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18 STATED CAPITAL 

 Number of Ordinary Shares     
12,058,200  

  
12,058,200 

 Stated Capital    
346,672,723  

  
346,672,723 

Total 
   

346,672,723  
  

346,672,723 
 

19 RESERVES 

19.1 - Revaluation Surplus 
 Revaluation Surplus               89,591,284               14,419,799 
 Sub Total               89,591,284               14,419,799 
19.2 - Revenue Reserve 
Revenue Reserve         (204,367,791)         (158,648,836) 
Sub Total         (204,367,791)         (158,648,836) 
Total         (114,776,507)         (144,229,038) 

 

20 CONTRIBUTION TOWARDS EQUITY 
Advance Against Share Capital               39,348,650                39,348,650 
Fastighets AB Bremia                20,459,155                20,459,155 
Mr. P.J.Claesson               14,815,250                14,815,250 
Total               74,623,055                74,623,055 

 

21 DEFERRED TAX LIABILITIES 
Balance at the Beginning of the Year                    873,391  293686
Deferred Tax Charged to Statement of 
Comprehensive Income                    829,074  579705
Balance at the End of the Year                1,702,465  873391

 

22 DEFINED BENEFIT OBLIGATIONS 

Balance at the Beginning of the Year   3,690,478    2,442,369  

Paid during The Year                  -          (68,543) 

Provision for the Year   1,522,482    1,316,652  

Balance at the End of the Year   5,212,960    3,690,478  

 

The gratuity liability of the Company is based on the Optional Method (Formula Method) under 
Sri Lanka Accounting Standard 16 - Employee Benefits (Revised 2006) which becomes effective 
from all financial period beginning on or after 1st April 2008.  

 

Messer's Alufab PLC carried out formula method of the defined benefit plan gratuity on 31st 
March 2014 appropriate and compatible assumptions were used in determining the cost of the 
retirement benefits. 
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23 AMOUNT DUE TO DIRECTORS 

 
 
Mr. T.N.Dole - Director         16,730          16,730 

Total         16,730          16,730 

 
24 LEASE CREDITOR 

 
  
24.1 - Leasing - Due After One Year    

Lease Creditor   4,742,121     121,746 
Interest in Suspense     (902,719)       (6,588) 
Sub Total   3,839,402     115,158 

 
  
24.2 - Leasing - Due within One Year    

Lease Creditor   2,045,968     243,492 
Interest in Suspense     (791,253)     (54,751) 
Sub Total   1,254,715     188,741 

Total   5,094,117     303,899 

 
 

25 TRADE & OTHER PAYABLES 

Contract Mobilization Advances 
   

14,069,220  
  

-   
Trade Payables             542,493                 65,602 
Import Loan                           -        26,994,559 
Other Payables - Note 25.1           1,228,433               859,255 
Accrued Expenses - Note 25.2      10,677,450            4,042,015 

Total 
   

26,517,596  
  

31,961,431 
 

 

25.1 - Other Payables 

 Generator Hire  
   

160,000  
  

65,000 
Import Duty             184,297               313,432 
Sundry Creditors             884,136               300,823 
Customer Advance Received              180,000 

 Sub Total  
   

1,228,433  
  

859,255 
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25.2 - Accrued Expenses 

 Audit Fees  
   

298,750  
  

351,720 
E.P.F 196,881  218,173 
E.T.F   26,019    32,725 
Web Marketing Services          -     34,000 
Vehicle Rent 230,000  120,000 
Retention 146,269  596,430 
Contract Wages 2,292,608  1,460,708 
VAT 1,499,698  (2,913,066)
Security                             -        63,814 
PAYE                 50,642                  20,242 
Communication               168,262                165,276 
Electricity                            -                   88,349 
Water                 56,307                  34,527 
Clerical Charges                 34,000                  34,000 
Payroll Outsourcing                            -                   30,000 
N.B.T                  28,280             (522,634)
Meeting Expenses                            -                     8,209 
Professional Fees               143,500                122,500 
Electricity - Eurocoat           3,916,900            3,916,900 
Bonus Payable           1,259,250                             -   
Trainee Allowance                 10,000                             -   
Meals & Travelling                 53,160                    1,530 
Over Time               251,800                65,270 
Fuel                             -                 104,542 
Powder Gun Allowance                             -                     2,700 
Site Allowance                   4,800                    6,100 
Salary Payable                   8,670                             -   
Surcharge Payable                   1,653                             -   

   
10,677,450  

  
4,042,015 

 

26 BANK OVERDRAFT 

 Hatton National Bank Current A/c No. 003010495525    
504,167  

  
73,856,291 

 Total  
   

504,167  
  

73,856,291 
 

27 CONTINGENT LIABILITIES 

 

Sanken Construction (Pvt) Ltd by their letter dated 02nd January 2014 has claimed a sum of Rs. 
1,007,149.39 from Alufab PLC. In respect of the Alufab PLC subcontract of the Institute of Chartered 
Accountants of Sri Lanka.  
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28 PENDING LITIGATION OF ALUFAB PLC AS AT 31ST MARCH 2014 

i. - D.C. Colombo DMR/00902/13 - Swisstek Aluminium Ltd vs Alufab PLC 

 

In this case Swisstek Aluminium Ltd filed action to recover damages from Alufab PLC alleging that 
powder coating of their Aluminium Bars had not been up to required standard. This is fixed for 
trial on 13/11/2014. That is the first date of trail. We have taken an objection to the jurisdiction of 
the court. This will be taken up as a preliminary issue.  

ii. - Alufab PLC vs Swisstek Aluminium Ltd 

 

Alufab PLC will be filing action to recover a sum of Rs. 1,068,004.06 with interest from Swisstek 
Aluminium Ltd, being the charges for powder coating of the Aluminium bars. The Plaint is in the 
process. 
iii. - Alufab PLC vs P.A.D. Pathirathne 

 

District Court of Minuwangoda Case No: M 133 was withdrawn in order to expedite the 
proceedings and to rectify the discrepancies in the Plaint filed in the District Court of 
Minuwangoda. 

 

Steps had been taken to re send the letter of Demand and filing the case in the Commercial High 
Court is in the process. In this case Alfa PLC is claiming the cost of the Generator, the cost of 
transport, the cost of repair and the cost of hiring a substitute Generator.  

iv. - District Court of Minuwangoda - Case No. 10969/M 

 

This case has been originally instituted by the Ceylon Electricity Board against Eurocoat Ltd in year 
2004 claming Rs. 3,916,900.21 as unsettled bills for supply of electricity and legal interest thereon. 
Since the said company is defunct as at today, Alufab PLC is negotiating for a settlement on behalf 
of Eurocoat Ltd.  

 
Without any concessions total sum due for settlement is Rs. 3,916,900.21 being the default 
amount and Rs. 2,900,00.00 as the interest totaling up to approximately Rs. 6.9Mn 

 

29 RELATED PARTY DISCLOSURE 
i. - Transaction with Key Management Personnel of the Company  

LKAS 24 ‘Related Party Disclosures’, Key Management Personnel are those having authority and 
responsibility for planning, directing and controlling the activities of the entity. Accordingly, the 
Board of Directors (including Executive and Non-Executive Directors) as key management personnel 
of the Company have been classified as Key Management Personnel. 

ii. - Compensation paid to/on behalf of key management personnel of the company 
2013/14 2012/13 

Rs. Rs. 

Salaries and other Employment Benefits 
  

2,625,000 
   

2,400,000  
  

2,625,000 
   

2,400,000  

iii. - Loans to Directors 
No loans were advanced to the Directors of the Company 
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30 COMPARATIVE INFORMATION 
To facilitate the comparison and where relevant, balances pertaining to the previous year 
(2012/13) have been reclassified, as follows, 

Note No. Reclassified As per Audited 
Accounts Change 

Cash & Bank Balances 17   238,266,522          164,410,231             73,856,291 
Bank Overdraft 26   (73,856,291)                              -           (73,856,291)
Net   164,410,231          164,410,231                              -   

 

31 FAIR VALUE OF FINANCIAL INSTRUMENTS 
31.1. - Fair Value of the Financial Instrument Carried at Amortized Cost 

 

Financial assets and liabilities in the table (31.1.1.) below are split into categories in accordance 
with LKAS 39 is a comparison, by class, of the carrying amounts and fair values of the Company 
financial instruments that are not carried at fair value in the financial Statements. This table 
does not include the fair values of non-financial assets and liabilities. 

 

31.1.1. - Financial Instrument Table 
Finance Instrument  Carring Amount   Fair Value  
Finance Assets Rs. Rs. 
Trade and Other Receivables           24,364,167            24,364,167 
Cash & Bank Balances         131,798,161          131,798,161 

        156,162,328          156,162,328 

Financial Liabilities 
Trade & Other Payables           26,517,596            26,517,596 
Income Tax Payable             1,483,397               1,483,397 
Bank Overdraft                 504,167                  504,167 

          28,505,160            28,505,160 
 

Fair Value of Financial Assets and Liabilities Not Carried at Fair Value 

The following describes the methodologies and assumptions used to determine fair values for those 
financial instruments which are not already recorded at fair value in the Financial Statements. 

Assets for which fair Value Approximates Carrying Value 

For the financial assets and financial liabilities that have a short term maturity it is assumed that the 
carrying amounts approximate their fair value. This assumption is also applied to demand deposits 
and call deposit without a specific maturity period. 
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32 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES  
32.1.1. – Introduction 

Risk is inherent in the Company activities, but is managed through a process of ongoing 
identification, measurement and monitoring, subject to risk limits and other controls. This process 
of risk management is critical to the Company continuing profitability and each individual within 
the Company is accountable for the risk exposures relating to his or her responsibilities.  

 

32.1.2. - Risk Management Framework 

 

The Board of Directors has overall responsibility for the establishment and oversight of the Company 
risk management framework. The Board has delegated its authority to its key management 
personnels who are responsible for developing and monitoring Company risk management policies.  

 

32.1.3. - Principal Financial Instruments 

 
The principal financial instruments used by the Company, from which financial instrument risk 
arises, are as follows: 
Instrument Risk(s) 
Trade and Other Receivables Credit Risk 
Cash and Cash Equivalents Liquidity Risk 
Trade and Other Payables Liquidity Risk 

 Bank Overdrafts Interest Rate Risk/ Liquidity 
Risk 

 

32.2. - Credit Risk – Default Risk 
 

Credit risk is risk arising due to the uncertainty in counterparty’s ability to meet its obligations. The risk 
of loss of principal or loss of a financial reward stemming from a borrower's failure to repay a loan or 
otherwise meet a contractual obligation. 
 

32.2.1. - Credit Quality by Class of Financial Assets 

The tableau below shows the credit quality by class of asset for all financial assets exposed to credit 
risk. The amounts presented are gross of impairment allowances. 
Assets  Rs.  Rs. Rs. Rs. 

Trade and Other Receivables 
  

24,364,167 
  

-   
  

-   
   

24,364,167  

Cash and Cash Equivalents 
  

131,798,161 
  

-   
  

-   
   

131,798,161  
  

156,162,328 
  

-   
  

-   
   

156,162,328  
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32.2.2. - Past Due But Not Impaired 
Past due but not impaired financial assets are those with contractual  payments are past due but the 
Company believes that impairment is not appropriate on the basis of the stage of collection amounts 
owed, level of security/ collateral available and significance of the financial assets. 

 

32.2.3. - Individually Impaired 
All individual significant financial assets which the group determines that there are objective evidence of 
impairment loss and therefore, may not be able or unable to collect  all principal and interest due 
according to the contractual terms are classified as impaired financial assets. 

32.3. - Liquidity Risk & Funding Management 
Liquidity risk refers to the possibility of group not having sufficient cash to meet its payment obligations. 
This arises primarily due to mismatches in the maturity profile of Company assets and liabilities. 
Adequate liquidity is critical to meet the Company financial commitment and to accommodate 
additional funding needs of the growing business volumes. 

The Company primary objective in liquidity risk management is to ensure adequate funding for its 
businesses throughout market cycles. 

 

32.3.1 - Analysis of Financial Assets and Liabilities by Remaining Contractual Maturities 

Financial Assets On Demand  
Less Than 3 

Months  
3 to 12 
Months 1 to 5 years  Total  

Rs. Rs. Rs. Rs.  Rs.  
Trade and Other 
Receivables 

   
4,384,320  

  
11,377,373 

  
7,534,470 

   
1,068,004  

  
24,364,167 

Cash & Bank 
Balances 

   
131,798,161  

  
-   

  
-   

   
-   

  
131,798,161 

Total Financial 
Assets 

   
136,182,481  

  
11,377,373 

  
7,534,470 

   
1,068,004  

  
156,162,328 

Financial Liabilities 
Trade & Other 
Payables 

   
26,517,596  

  
-   

  
-   

   
-   

  
26,517,596 

Income Tax 
Payable 

   
-   

  
-   

  
1,483,397 

   
-   

  
1,483,397 

Bank Overdraft 
   

504,167  
  

-   
  

-   
   

-   
  

504,167 
   

27,021,763  
  

-   
  

1,483,397 
   

-   
  

28,505,160 

32.4. - Interest Rate Risk 

Interest rate risk is a key constitute of the market risk exposure of the company due to adverse and 
unanticipated movements in future interest rate which arises from core business activities; 
granting of credit facilities, accepting deposits and issuing debt instruments. 
As of the reporting date, the group has no interest rate sensitive financial assets or financial 
liabilities. 
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FORM OF PROXY 

 

I/We…………………………………………………………………………………………......................................................... 

of………………………………………………………………………………………....................................................... being 

a member / members of Alufab PLC, do hereby appoint:- 

 

Mr. Per Johan Claesson                                                                                                            or failing him 

Mr. Daniel Victor Press                                                                                                           or failing him 

Mr. Tuan Naleer Dole                                                                                                            or failing him 

……………………………………………………………………………………………………………………………………………..of………………… 

…………………………………………………………………………………………………………………………………………………………………… 

As my/our proxy to represent me / us and to vote for me / us on my / our behalf at the Annual General 
Meeting of the Company to be held on  11th   November 2014 at 3.00 P.M and at any adjournment thereof. 

Dated this ………………………………………….Day of ……………………………………………..Two Thousand Fourteen. 

 

 

 

 

 

…………………………………….. 

Signature of Shareholder/s 
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INSTRUCTIONS FOR THE COMPLETION OF THE 

FORM OF PROXY 

1. Kindly perfect the form of proxy. After filling in eligibly your full name and address, by signing in the 
space as provided and filling in the date of signature. 

 

2. The completed form of proxy should be deposited at the registered office of the company at 41B, 
Sasanathilaka Mawatha, Opatha, Yagodamulla, Kotugoda. Not less than 48 hours before the time 
appointed for the holding of the meeting. 
 

3. If the shareholder is a Company or a Corporate Body, Section 139 of the Companies Act No. 07 of 
2007 applies to Corporate Shareholders of Alufab PLC. The form of proxy should be executed under 
the common seal of the Corporate Shareholder in accordance with its Articles of Association. 
 
Every alteration or addition to the form of proxy must be duly authenticated by the full signature of 
the person signing on the form of proxy. Such signature should as far as possible be placed in 
proximity to the alteration intended to be authenticated. 

 


