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Finlays Colombo PLC is a diversified holding company 
with a core focus on the blending and packaging of tea for 
export. Established in Sri Lanka in 1893 when Sir John 
Muir opened an office in Colombo, the initial business was 
managing tea and rubber plantations. Other measured 
thrusts into various aspects of business and commerce 
followed. With a parent company in the UK having a history 
going back over 260 years, Finlays has a rich tradition of 
long-term sustainable relationships with its stakeholders - 
including employees, customers, principals, the community 
and the environment.

From relatively modest beginnings, Finlays has grown 
steadily and strongly, diversifying into a number of 
areas to become one of the most respected business 
conglomerates in Sri Lanka. In addition to tea blending 
and packaging, the Company is also engaged in insurance 
brokering, temperature controlled logistics, environmental 
services and airline agencies.

Enriched by its past, the Company is actively shaping a 
sustainable future for itself, because there is no other type.
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our MIssIon
To use experience gained over 120 years to manage our range of businesses, adding value to Sri Lanka’s resources 
for the mutual benefit of all who play a part in our endeavours: our shareholders, customers, employees, suppliers and 
communities.

To grow, expand and change with thought and care in order to remain resilient and sustainable.

To use new systems, processes and technologies to be ahead in competitiveness, acceptability and service.

Core VaLues
We are committed to respect the rule of law, conduct our business with integrity and set high standards of corporate 
behaviour, showing respect for human dignity and the rights of the individual.

Our business dealings will always be conducted on the principle of enabling mutual reward, so that people will trust us 
and develop long-term relationships with us.

We are committed to treat our employees fairly, without discrimination, showing respect for their rights and dignity, and 
remunerate them according to skills and performance, thereby creating a stimulating work environment. The business 
will promote achievement orientation, innovation and teamwork amongst all levels of employees. We shall be a preferred 
employer.

We acknowledge and pledge our responsibility to our shareholders who have reposed their trust in us for sound 
corporate governance and for fair return on their investment. We are committed to pursuing strategies that will maximise 
long-term value for our shareholders.

We will contribute to the prosperity of future generations by creating economic value, while minimising the impact on 
the natural environment and ensuring sustainable growth. We will discharge our corporate social responsibilities with 
vigour and will enthusiastically support initiatives to uplift education and the environment in the communities that we do 
business in.
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FInanCIaL

hIghLIghts

  2014 2013
	 	 LKR	‛000	 LKR	‛000

Revenue  5,950,026 5,472,831
Earnings before interest and tax   422,040 379,344
Profit before tax from continuing operations  399,059 391,351
Profit for the year after tax  232,157 283,797
Dividends paid during the year  122,500 105,000
Cash flow from operations  576,247 583,525
Market capitalisation  12,561,500 10,500,000

Investor Information
Earnings per share LKR 6.58 8.09
Market value per share LKR 358.90 300.00
Net assets per share LKR 163.80 160.60
Dividend per share LKR 3.00 2.50
Price Earnings ratio No. of times 54.50 37.07
Dividend yield % 1.17 0.84

Current ratio No. of times 2.24 2.22
Interest cover No. of times 9.14 10.72
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ChaIrMan’s

reVIew

2014 was a mixed year for the Group. All domestic divisions posted strong revenue growth on the back of a growing Sri 
Lankan economy. However, the Tea division, a purely exports oriented division, was hit by several external factors.

The single biggest inhibitive factor for the Tea division was the relentless turmoil in Syria and Iraq. The Syrian conflict 
entered its third year and has had a sustained toll on infrastructure and civil life. The expansion of ISIS across Northern 
Iraq made delivery of shipments more costly and uncertain. 

Tea prices at the Colombo auction reached new highs, with average auction prices the highest on record. The 
combination of high prices and market volatility saw volumes in our key markets drop and margins on fixed-price 
contracts reduced.

Our portfolio of domestic facing companies fared better. Service businesses grew as the local economy created more 
demand for insurance coverage, pest control and overseas travel, to name but a few. Similarly, our Cold Storage facility, 
recently enlarged, was able to profit from the local economic environment and results there were strong.

Consequently, revenue for the year was LKR 5,950 million, representing a growth of 9% on 2013. Profit before taxation 
and exceptional items was LKR 399 million, an increase of 2% over the previous year. Profit after taxation was LKR 236 
million after providing LKR 174 million for taxation, which included a deferred tax charge of LKR 56 million resulting from 
an increase in the tax rate applicable to Finlay Cold Storage (Pvt) Limited on the expiry of its tax holiday.  

The Directors have recommended a final dividend of LKR 1.00 per share, to be approved by shareholders at the 
Annual General Meeting on 30th March 2015. Together with the two interim dividend payments totaling LKR 2.00 per 
share, the aggregate dividend for 2014 is LKR 3.00 per share, which is an increase of LKR 0.50 per share over 2013. 
In determining the quantum of the proposed final dividend, the Directors have taken into consideration the continuing 
volatility of the political and security situation in the Middle East and the likely impact it will have on our ability to sustain 
exports to the region. 
 
We have confidence in the business sectors in which we operate and in 2015 will remain focused on expanding our 
share of business on a sustainable basis, while holding fast to our core values and drawing upon our strengths of a 
strong balance sheet, a dedicated management team, high standards of customer service and our heritage and links to a 
highly reputed and successful international group, as our inspiration. 

Whilst challenges and uncertainties, both international and domestic, lie ahead, I am confident that we will meet them 
head on and take measures to overcome them.

Change of Directorate and Acknowledgements

During 2014 there were two major changes to the Company’s Directorate. In July, Mr. Sam Swire resigned as Managing 
Director, in order to take up responsibilities elsewhere in the Swire Group, and Mr. Christian Johansen was appointed to 
the position. In November, Mr. Gihan Jayasinghe, CEO of our Temperature Controlled Logistics business, was appointed 
as an Executive Director of the Board, reflecting both the importance of this sector to the Group, as well as his significant 
contribution to its success. I would like to thank Sam for all his efforts on behalf of the Company and warmly welcome 
Christian and Gihan to the Board.

In conclusion, I take this opportunity to thank all our employees for their good work and dedication during a challenging 
year.

C. L. K. P. Jayasuriya
Colombo
24th February, 2015
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As the newly appointed Managing Director of Finlays Colombo PLC, I am pleased to review the Company’s operations 
and performance during 2014 as well as highlight elements of our strategy and outlook for 2015.

Performance by Sector
Tea Exports
It was a tough year for Beverage Packing, with events in the Middle East repeatedly challenging us. The intensification 
of the civil war in Syria and the creation and rapid expansion of ISIS in Iraq materially impacted exports to both countries. 
Our partners there were forced to make drastic changes to their operations and as a result, exports to two of our biggest 
markets saw a double-digit decline in aggregate.

Locally, tea prices at the auction were higher than in 2013 as demand from Russia pushed up leaf prices to all-time 
highs. With 2013 tea prices already at very high levels, this increase in raw material costs placed enormous pressure on 
our margins and that of our customers. In light of rising tea costs, overall demand was sluggish and disappointing.

With volumes and margins squeezed, we sought respite in expansion and value-addition. We expanded our distribution 
network in Saudi Arabia and increased the number of high value products sold to both the European and Japanese 
markets. The upper segment of the tea business remains a priority for us.

Logistics
Crop levels from plantations were robust for the most part of the year and overall occupancy levels at our Tea 
Warehouse were up on 2013.

Our Temperature Controlled Logistics facility saw good average levels of occupancy across key segments, although 
market volatility caused considerable fluctuation in demand for space throughout the year. As a partial counter to this we 
expanded the range of value-added services offered to customers. 

Lengthy legal action against an unfavourable electricity tariff rating did not succeed and so we remain classified under 
the general tariff and not the lower industrial one. With electricity being a key cost driver for the facility, this was clearly 
a disappointing result. Avenues for recourse are being pursued, though they are limited and chances of re-classification 
look slim.

The site has exceeded 1,500 days without time lost to injury which is all the more impressive given the addition of 
capacity and business arising from the third phase expansion. 

Services
Services performed well and the core division, Environmental Services, showed good growth. Following the closure of 
the Sterifirst business in December 2013, the Environmental Services division focused on its core of Pest Control and 
Timber and Pallet Treatment, both of which saw healthy levels of growth in Sri Lanka and the Maldives.

Our Insurance Brokering division recommenced operations in the Maldives and our policy of providing quality coverage 
from internationally recognised insurers enabled us to reclaim some lost business as well as sign up new resorts. 
Domestically the division continued to focus on the corporate market and total premiums under management grew.

The number of passenger tickets sold through the Airline Agency was up on 2013. A direct service to Hong Kong four 
times a week was launched in October and demand for the new service, which offers better connection times to more 
onward destinations, has been encouraging.

Outlook and Strategy
The weakening Russian Rouble and contraction of that economy will undoubtedly have an effect on the Tea industry in 
2015. It is difficult to see similarly high prices at the auction given the importance of the Russian market to Ceylon tea, 
though it remains to be seen what other exporters will do. We have no direct exposure to Russia.

The Middle East, however, remains unpredictable. An expansion or entrenchment of ISIS would continue to affect 
consumers’ livelihoods and further disrupt our tea distribution channels. With significant amounts of business going to 
Iraq and Syria, our flagship enterprise remains highly exposed to this volatility.
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Temperature Controlled Logistics will face challenges from customers that look to insource the cold chain part of their 
operations, as well as the risk of increases in electricity tariffs. Rising maintenance costs, an inevitable part of the 
facility’s lifecycle, will add a further burden to the division.

The Services sector remains largely dependent on the general health of the economy and competition across all 
domestic service segments is abundant.

Broadly speaking, our strategies remain the same:
• We are committed to creating a safe and healthy work environment and operational procedures across all our 

businesses.
• We are focused on creating and providing quality products and services to our customers, with an emphasis 

on value-addition. 
• We continue to look for suitable market segments and geographies to grow our product and customer bases. 
• We are committed to operational excellence and the use of systems to ensure that our high levels of service, 

knowledge and professionalism are matched by an appropriate cost-to-serve.
• We look to grow our businesses sustainably and conduct our operations as responsible corporate citizens. 

Thus we will build on our 2014 Merit Award from the National Institute of Occupational Safety and Health and continue to 
drive processes that put health and safety at the forefront of all employees’ minds. As with previous years, the reduction, 
reuse and recycling of waste will be measured so that the impact of our operations on the environment can be reduced.

Our Tea division will continue to diversify away from the Middle East so as to reduce the heavy risk associated with that 
region. Acquiring the packaging business for new brands and expansion of geographic coverage will be key focuses. 
Supply chain efficiency improvements will be explored and, where appropriate, implemented. 

We will continue to build on our proven service track record in Temperature Controlled Logistics, as well as increase 
the number and range of unique value-added services that we offer customers. At the same time, the division is also 
exploring options to reduce energy consumption, thereby improving the facility’s sustainability credentials and reducing 
its impact on the environment.

The Services divisions will focus on expansion of their customer bases. New branches are planned for Environmental 
Services and growth in the tourism and leisure sectors would help our Timber Preservation and Airline Agency 
businesses expand. Projected growth in the economy would also benefit the Insurance Brokering division, as customers 
look to increase or improve their coverage, but competition in this sector is especially intense. 

Our Balance Sheet remains strong and through our parent company in London we continue to have access to, and the 
support of, a global network of industry experts.

In summary, there are many challenges ahead, both for the domestic and internationally facing divisions of the Company, 
and we will have to work steadfastly to overcome them. An element of risk remains in the Tea division as the turmoil in 
the Middle East is likely to persist, carrying with it a large potential for downside.

Acknowledgements
I would like to thank our internal and external stakeholders for their support during the year, our staff for working tirelessly 
to overcome challenges and excel; our customers for their understanding of changing market forces and for working with 
us to find solutions; and our partners for their commitment to grow the business with us.

Thanks are also due to Mr. Sam Swire, for building on the work laid down by our Non-Executive Chairman, Mr. Kumar 
Jayasuriya, and strengthening the Company.

Finally thank you to you, the shareholders, for the trust you have placed in us as custodians of your capital. We remain 
committed to its sustainable growth and in ensuring that our long heritage continues.

A. C. N. Johansen 
Colombo
24th February 2015
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Tea Exports

A pioneer in the value-added export industry in Sri Lanka, Finlays’ Tea division packages and sells black tea, green and 
flavoured teas in bulk, packet and teabag formats internationally. We also operate our own green tea factory, though 
black tea accounts for the bulk of sales. We process and pack many client brands. One of the major brands is Alwazah, 
which is among the most popular brands in the Arab world, and is available in 23 countries. Istikan, which is popular in 
Syria and Turkey, is another brand the Company supplies. 

Tea is one of Finlays’ core businesses worldwide and the Finlays Group specialises in all aspects of the business, from 
multi-origin blends to tea extracts and more. The intra-Finlay network provides us with global insights and reach.

Operations in Sri Lanka are state-of-the-art, with the latest staple-free bagging machinery used for teabag production. 
Marketing is supported by extensive research and development, with facilities ranging from traditional tasting rooms to a 
sophisticated microbiological and analytical laboratory. Our state-of-the-art factory has ISO 9001:2008, ISO 22000:2005, 
ISO 14001:2004, BRC, UTZ, JAS/EU Organic, Rainforest Alliance and Fair Trade accreditations as well as Halal 
certification, allowing us to meet stringent customer requirements across the globe.

The Company is dedicated to the product development process and strives to create products to suit customer needs. 
Our portfolio has diversified from packing brands in the Middle East, to packing private label teabags for a range of 
customers in Europe and Japan. We have also expanded into new markets in China, Australia, UK and USA. 

Green Tea

Finlays Colombo PLC is the largest Green Tea exporter from Sri Lanka. Our factory is capable of manufacturing both 
panned and steamed types of Green Tea. We have developed a range of products, marketed as Pure Ceylon Green Tea, 
under the Alwazah Brand for the Arab community worldwide. 

Logistics

Tea Warehousing

Finlays began commercial tea warehousing in 1997 and now stores produce of most plantation companies active at 
the Colombo tea auctions. The modern warehouse is partially mechanised, helping to preserve product quality through 
reduced handling and safe storage. The warehousing operation boasts a maximum delivery time of 24 minutes, an 
achievement unparalleled in the industry. 

A focus on quality has seen the warehouse receive ISO 9001:2008, ISO 22000:2005, ISO 14001:2004 and HACCP 
certification.

Temperature Controlled Logistics

Finlay Cold Storage (Private) Limited is Sri Lanka’s largest and technologically most advanced cold storage service 
provider, offering consistent, professionally managed and monitored cold room space with temperatures ranging between 
-25˚C and +15˚C. The fully-racked facility has airbag-enclosed dock areas, electric reach trucks and forklifts. It offers a 
clean, hygienic operating environment and full cold-chain compliance.

Customers receive a full-feature service that eliminates the need for them to invest in their own expensive storage 
facilities, and enables them to benefit from the economies of scale and synergies that Finlays commands. A state-of-the- 
art online inventory management system that can be integrated with most clients’ ERP systems, designed to operate on 
FIFO, batchcode and expiry date criteria, is an important advantage to customers.
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The services offered include unloading of received product, inspection, documentation, Customs examination, palletising 
and variance reporting; storage, quarantine and inventory management; EDI generation, order picking, invoicing and 
last-in-first-out loading. Value-added services include weighing, sorting, labelling, price marking, and re-packing.

Being part of the Swire Group, one of the largest cold storage operators in the world, produces important synergies 
with the Group’s cold storage operations in the USA, Australia, Vietnam and China, providing Finlays with a wealth of 
experience unmatched in Sri Lanka.

Wholesale Courier 

Finlays Linehaul Express, a joint venture between Finlays Colombo and Linehaul Express (LINEX), a Hong Kong based 
express logistics company, commenced operations on 1st August 2008. LINEX, part of the Lenton Group, acts as 
exclusive worldwide general sales agent for the wholesale courier operations of Cathay Pacific Cargo and Dragonair 
Cargo. With a twenty-year relationship with Cathay Pacific and offices in more than twenty countries, it is the largest 
wholesale airport-to-airport express service provider in the world. LINEX services focus primarily on air transportation 
and comprises a variety of express and cargo-based time-critical and time-definite services combined with warehousing 
and distribution capabilities.

Services

Environmental Services

Finlays offers a range of pioneering environmental services under the umbrella of its subsidiary Finlay Rentokil Ceylon 
(Private) Limited.

•	 Timber	Preservation

 Finlays’ timber preservation service, operating since 1992, provides a value-added service to users of timber in all 
kinds of applications, especially to those in the construction industry. The service is marketed to corporate, public 
and individual clients. Timber is preserved through a unique vacuum pressure impregnation technique. By doing 
so, the durability of timber is increased without affecting its inherent strength and insect activity in the wood is 
eliminated. It therefore enhances the quality of the application for which the timber is used. As the treated timber 
lasts longer, there are significant cost savings to the user over a period of time. Once treated, lesser known species 
of timber can be used in various applications ranging from furniture to construction. The entire treatment process, 
which is subject to a stringent quality control process, is ISO 9001:2008 certified and meets regulatory standards 
set out by authorities in respect of the health and safety of those employed and the environment. A positive spin-off 
is that with timber lasting longer, the need for fresh timber is reduced, thereby reducing the need to fell more trees. 

 As an additional service, the division offers clients the manufacture of treated wooden pallets and crates used for 
transportation and warehousing purposes. Solutions are tailor-made to meet customers’ specific requirements as 
well as the general requirements of discerning clients.

•	 Pest	Control

 The division provides effective, environmentally-friendly, pest control services to the industrial, commercial 
and residential sectors on a need or on a contractual basis. The division also caters to the leisure sector in the 
Maldives. These services are provided under a franchise agreement with Rentokil Initial of the UK. A specialty 
service of the division is termite control: the division boasts a well-trained team of termite experts and offers 
treatment warranted for up to five years. The Company also markets high-voltage electronic insect killers for use in 
hotels, supermarkets, restaurants, industrial kitchens and canteens. 

BusIness

portFoLIo ContD...
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•	 Hygiene	Services

 The division provides Initial and Sanitact institutional sanitary services to hotels, office complexes, factories and 
other customers across the country. The range of products and services on offer includes washroom supplies, 
feminine sanitary dressing disposal and odour control products.

Insurance Brokering and Marine Cargo Surveying

Having been insurance intermediaries since 1893, Finlays in Sri Lanka brings a unique heritage of experience, expertise 
and professionalism to managing personal and corporate insurance in the country and the region. In this relatively 
traditional market, the Company’s insurance division is known for innovation, competitive pricing, strong claim settlement 
and the financial integrity of the underwriters it represents. Finlay Insurance Brokers (Private) Limited (FIBL), a wholly- 
owned subsidiary of the Group, is among the leading insurance brokers in Sri Lanka with services to clients in India 
as well. Another subsidiary of Finlays, Finlays Maldives (Private) Limited, is licensed to operate in the Republic of the 
Maldives. FIBL represents a number of globally-recognised intermediaries, which, coupled with strong local relationships, 
results in clients being able to ensure that they have access to global benchmarking of their risk management 
requirements.

Whilst the key focus is on the large corporate sector, insurance solutions are also offered to individuals through a network 
of branches in Kandy, Katunayake and Kurunegala.

A separate division offers marine cargo surveys and marine claim adjustment services to both Sri Lankan and numerous 
overseas insurers. The Company represents the global marine cargo survey specialist, W. K. Webster and Co. in respect 
of such services.

Airline GSA

Cathay Pacific Airways is one of the world’s leading airlines, offering scheduled cargo and passenger services to 174 
destinations around the world, including daily return flights to Colombo from its Hong Kong hub. The airline also offers 
direct services from Colombo to Bangkok and Hong Kong. Finlays has served as general sales agent for Cathay Pacific 
for Sri Lanka and the Maldives.

A unique feature of the Cathay Pacific operation in Colombo has been the relative importance of its cargo business, 
consisting mainly of garments and tuna to the USA and Japan. Cathay Pacific is one of the world’s top-ten air cargo 
carriers.
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Beverage Packing

Tea Exports

The Export division faced significant challenges in 2014. 

The turmoil in Syria and Iraq caused severe disruption to civil life and transportation networks, and heavily impacted 
business operations in those countries. Requirements for more warehousing space, to smooth out erratic local land 
transportation, saw distributors’ costs increase. 

Tea prices were high for the most part of the year and the inability to pass these on to consumers through shelf price 
increases strained margins and volumes throughout the value chain.

Notwithstanding the above, the Alwazah brand grew versus 2013, with greater volumes exported to Saudi Arabia, the 
USA and Canada. A range of new products was created for the Japanese market, including two Rainforest Alliance 
accredited teas, and initial responses were encouraging. European volumes, mainly teabags, continued to grow during 
2014 and included new business generated from previous trade fairs; Belgium and Denmark were two new markets so 
acquired. We continue to market our products and services at these trade fairs to access new markets.

Declining tea prices towards the latter part of 2014, though higher than 2013, helped to re-stimulate growth and the 
division recorded a 5% increase in turnover over 2013.

Increased automation of several processes on our main staple-less teabag machines including the installation of a 
conveyor system and automatic date coding and checking machines, helped to reduce costs, improve quality control and 
raise efficiency. 

The Welisara complex won a Merit award under the Food and Beverage category at the inaugural annual National 
Institute of Occupational Safety and Health competition organised by the Ministry of Labour.

Green Tea

A new boiler was installed at the Green Tea factory which will allow us to handle increased volumes of green leaf. 
However, installation was delayed due to unforeseeable shipment delays, extending the budgeted production downtime.

Green leaf prices rose with that of black tea. The squeeze on margins, combined with the above volume shortfall, 
affected profits.

Logistics

Tea Warehousing

The total number of packages handled during the year grew by 10% as a result of the record-high tea prices. 

Temperature Controlled Logistics 

During the year, the facility surpassed the milestone of 1,500 Lost Time Injury (LTI)  free days. This is a noteworthy 
achievement considering the industry sector and nature of business. 

Capacity utilisation during the latter part of the year remained at a healthy level, enabling the division to exceed its 
targets. The increase in capacity of the expansion, completed in 2013, continued to attract a diverse product stream and 
was a key driver of these results.
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Commodity, dairy and value-added segments saw strong growth during the year. The added capacity created 
opportunities to market both freezer and chiller volumes, providing a much needed diversity of customers and mix.

Yields were affected by customer pressure on rates, the high cost base of electricity, as well as labour costs. The 
electricity tariff remained at the much higher general purpose rate and the Company took legal action to be re-classified 
as an industrial undertaking; regrettably these efforts did not bear positive results. Furthermore, the ad hoc imposition of 
import levies and restrictions to overseas markets in certain product segments also affected results. 

Stable and consistent occupancy will be key for 2015. Customer insourcing of cold-chain operations remains a challenge 
for us. However, we are confident that our service excellence in the core activities of storage and handling, as well as 
value-added offerings, will continue to provide customers with more choice and better service. 

The Company remains focused on a long-term sustainable business model. Projects on renewable energy sources and 
efficient energy utilisation are being evaluated for implementation in the near future.

Wholesale Courier

Finlays Linehaul Express provides customers a safe and reliable service in all its courier activities. In its six years of 
operations it has created a strong image in the marketplace, through extensive service capabilities and pro-active 
customer support.

Finlays Linehaul Express offers airport-to-airport wholesale courier services between Colombo and Hong Kong, 
Singapore, Dubai, Chennai and London, as well as airport-to-door services, import brokerage services, airfreight import 
and export, and premium services such as ‘hand carry’ and ‘next flight out’ to its valued customers. During 2014 it 
experienced accelerated growth across all segments. 

With Lenton’s recent equity partnership with Japan Post, Finlays Linehaul Express is now well placed to cater to the new 
international trading trends, with multiple solutions for E-commerce customers.

Finlays Linehaul Express was awarded the ‘Gold’ award under the services sector, by the Sri Lanka-China Business 
Cooperation Council of the National Chamber of Commerce, for facilitating trade between the two countries.

Services

Environmental Services 

The Timber Preservation division performed well during the year. Pest Control and Hygiene Services faced challenges in 
the domestic market but the Maldives Pest Control business grew significantly in 2014.

•	 Timber	Preservation	and	Pallet	Manufacturing	Division

 The Timber Preservation division continued to perform well in 2014, exceeding the target for the year. Large 
volumes of treated timber for Government infrastructure projects continued from 2013. Additionally, the expansion of 
the leisure sector and the construction industry in Sri Lanka contributed to grow the business. A significant quantity 
of timber was also treated and shipped to resorts in the Maldives.

 
 The performance of the Pallet Manufacturing division was affected by a decline in volumes. However, the division 

was successful in supplying specially designed treated pallets to the warehouse and export markets. 



Finlays Colombo PLC   |   Annual Report 201412

reVIew oF

operatIons ContD...

•	 Pest	Control

 The Pest Control division had a challenging year as competition affected our main operations in Colombo. 
To counter this, service standards were reviewed and improved and further emphasis was placed on offering 
differentiated services to customers. As a result, good improvement was recorded in the last quarter of the year. 
Operations in the Maldives saw encouraging growth in the sector, with termite control and several new resorts being 
notable contributions. The new branches in Galle and Kandy performed well and helped to expand our domestic 
footprint.    

•	 Hygiene	Services	Division

 The performance of Sanitact was on par with the previous year. The division continued to focus on service 
differentiation and acquired more quality conscious customers to the portfolio. Efforts of the division to develop the 
business in Colombo and the suburbs were successful and over dependency on the apparel sector has dropped.      

The Calmic section faced some difficulties but still recorded major growth over the previous year. Two planned new 
products were delayed by the regulatory process and these will be launched in 2015, providing more competitive 
advantage to the Company.   

Insurance Brokering and Marine Cargo Surveying 

Despite operating in a relatively flat market the Insurance Brokering division grew significantly, with total premiums under 
management increasing by 14%. The division continues to be the leading property and casualty (non-motor) insurance 
broker in Sri Lanka. Existing corporate customers were retained and new business initiatives were explored.

Development of the non-corporate segments was soft as end users remained hesitant to take on insurance policies. This, 
coupled with underdevelopment in the local economies, lead to the closures of the northern and eastern branches. New 
channels are being developed to tap into this nascent segment.

The Marine Cargo Survey division had a difficult year as many importers opted to insure locally. 

The Brokering division continued to concentrate on service excellence, value-addition and differentiation as strategies, 
with ISO 9001:2008 certification being a central pillar.

In the Maldives the division focused on insurer and coverage quality, as well as customer service, and was able to          
re-acquire business that had been lost when activities were suspended. New resorts were also added to the portfolio.

With relatively low uptake rates in the general and life insurance segments, and coupled with growing economies, the 
potential for growth of the domestic and Maldivian insurance markets is great. The division is well positioned to develop 
these opportunities. 
    
Airline GSA 

Cathay Pacific Airways launched the first and only direct non-stop service between Colombo and Hong Kong on 27th 
October 2014. This non-stop service, which replaces the four times a week indirect service via Singapore, offers 
convenient one-stop connections to the airline’s extensive network in Asia, North America and Australia. The non-stop 
flight also features the award-winning flatbed Business Class product and the new Premium Economy Class cabin, 
thereby offering more choice to premium passengers travelling to and through Hong Kong. 
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Passenger performance remained well above target with healthy year-on-year growth in 2014. On the Cargo front, the 
new direct flights helped increase tonnage and narrowed a revenue gap arising from earlier sub-optimal connection times 
to Japan and North America. The daily passenger aircraft service continues to be complemented by a bi-weekly freighter 
from Colombo. 

Cathay Pacific Airways was once again named “World’s Best Airline” in the annual Skytrax World Airline Awards in 2014. 
This is the fourth time Cathay Pacific has received the World’s Best Airline honour -- the only airline to achieve such a 
feat. The carrier also took the title in 2003, 2005 and 2009. 
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FInanCIaL

reVIew

The Group recorded a profit before tax from continuing operations of LKR 399 million in 2014 compared to                     
LKR 391 million the previous year and profit from continuing operations after tax amounted to LKR 225 million compared 
to LKR 292 million the previous year. The total comprehensive income for the period amounted to LKR 236 million 
compared to LKR 281 million the previous year.

Group turnover grew to LKR 5,950 million in 2014 from LKR 5,473 million in 2013. Cost of sales which amounted to   
LKR 4,754 million grew 7% from LKR 4,441 million the previous year. Consequently, gross profit increased by 16% to 
LKR 1,196 million while the gross profit to sales ratio increased to 20% compared to 19% the previous year. Tax expense 
from continuing operations was LKR 174 million compared to LKR 99 million the previous year. The current year tax 
expense includes a deferred tax charge of LKR 56 million resulting from the increase in the deferred tax liability from  
LKR 83 million in 2013 to LKR 139 million in 2014. This increase arises from a change in the deferred tax rate applicable 
to Finlay Cold Storage (Pvt) Ltd. from 10% to 20%.  

Revenue

Revenue from tea exports increased by LKR 238 million from LKR 4,332 million in 2013 to LKR 4,569 million in 
2014. The revenue attributable to the logistics operation and the services segment grew by LKR 100 million and                      
LKR 132 million respectively.

Earnings Before Interest and Tax

Earnings Before Interest and Tax (EBIT) from continuing operations, amounted to LKR 422 million compared to            
LKR 379 million the year before.

The increase in EBIT was attributable mainly to the improvement in the performance of the Logistics and the Services 
sectors. The profit from the export of tea declined from LKR 186 million in 2013 to LKR 101 million in 2014. The 
performance of the Tea division was impacted by higher tea cost and political uncertainty in the Middle East. An 
exchange gain on forward exchange contracts of LKR 11 million has been included under finance income. 

The EBIT of the Logistics sector increased from LKR 165 million to LKR 194 million due to higher demand for storage 
witnessed during the year. The EBIT of the Services segment also increased from LKR 208 million to LKR 274 million 
due to the performance of the Insurance and the Cathay Pacific GSA businesses.

Administrative costs increased by 8% in 2014. Distribution costs increased from LKR 110 million to LKR 119 million.

Non-current Assets

Total non-current assets amounted to LKR 4,719 million as at 31st December 2014 representing 67% of total assets. 
Property, Plant and Equipment and Investment Property amounted to LKR 4,583 million. 
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Working Capital

Current assets amounted to LKR 2,315 million compared to LKR 1,923 million as at the end of the previous year. This 
increase is due to the growth in tea stocks and packing materials. There was an increase in current liabilities by            
LKR 164 million to LKR 1,031 million in 2014 mainly due to the financing of stocks. Overall Group net working capital 
increased to LKR 1,284 million, compared to LKR 1,056 million in 2013. Net cash increased from LKR 366 million in 
2013 to LKR 550 million in 2014. 

The current ratio of 2.24 in 2014 remained parallel to 2.22 in 2013. The quick ratio of 1.53 was marginally lower than the 
1.59 reported in 2013.

Cash Flow

The Group generated a cash inflow of LKR 653 million before working capital changes compared to LKR 596 million the 
previous year. Cash generated from operations amounted to LKR 411 million and the net cash inflow during the period 
was LKR 184 million.

Cash conversion was 7% in 2014 compared to 8% in 2013.

Capital Structure

The gearing ratio remained low, reinforcing the strength of the balance sheet in terms of opportunity to raise funds for 
future investment.

Return on Equity

Return on equity stood at 7.4% compared to 6.7% in 2013.

Earnings per Share (EPS) and Dividend

The Group recorded an EPS at LKR 6.58 as against LKR 8.09 in 2013. 
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rIsk

ManageMent

Finlays Colombo PLC and its subsidiaries (Finlays), operating in diverse and globally-distributed activities, are exposed 
to many unavoidable business risks. Finlays is completely aware that understanding risk is what drives achievement 
of corporate objectives and that without this understanding, enterprises are ill equipped to make investments and 
implement initiatives required to succeed.

Accordingly, Finlays has evolved a management model that assesses opportunities and the potential rewards arising 
out of business decisions, and the risks associated therewith. Such assessment is followed by measuring the financial 
consequences of a possible loss, with an analysis of severity and impact, and then identifying and implementing controls 
to minimise or avoid the financial consequences of any such loss.

Finlays recognises the contribution of intelligent Risk Management to shareholder value. The market environment in 
which Finlays operates locally and internationally, is one which is dynamic and changing. This is as much so with issues 
that are global in nature but local in impact, as with issues that are entirely local. The management of risk is part of 
Finlays’ corporate culture and governance philosophy, and is embedded in daily operations.

Finlays follows a clearly defined process in which the management team is directly involved. Each Business Unit sets 
out its objectives and maps them against the processes in place or necessary to achieve them. Each process is then 
analysed in depth to identify all associated risk factors. These are then evaluated and ranked in terms of significance and 
likelihood. This exercise helps establish the management of these risks and procedures such as early warning systems, 
and enhances the culture of risk awareness amongst all employees.

The four Audit Supervisory Committees assess the identification of risks by each Business Unit on an ongoing basis, and 
reports progress to the Audit Committee.

Risk Management is not, and cannot be viewed as, an absolute safeguard against risk. It must be understood that no 
organisation can completely prevent adverse impacts from the materialisation of risks; uncertainty is a fundamental facet 
of business.

A summary of key risks and action taken to mitigate these risks is set out below.

Industry Risk

Being a diversified Group, Finlays operates in several industries and is subject to many regulations, whether 
governmental or non-governmental. Constant and active awareness of changing market conditions is key, in mitigating 
such risks.

Market Risk

This is addressed through a policy of geographical and business diversification.

Supply Risk

Individual business units constantly monitor changes in actual and potential supply sources and take appropriate action 
to minimise exposure to factors such as adverse movements in material cost. If raw material costs rise in spite of these 
measures, it is not always possible to pass on the higher costs in full to customers, at least in the short-term, since it 
could impact negatively on customer relationships and market share.
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Credit Risk

This is the risk of potential losses arising from a counter party’s inability to meet its obligations. It is the most common 
form of risk faced by any organisation.

Given the competitive environment in which Finlays operates, it is compelled to offer credit to customers. In doing so, a 
systematic process is followed, with clearly defined credit terms relating to each business unit. As a matter of policy, well 
defined credit limits are set for all major parties dealt with.

Liquidity Risk

Any business can encounter difficulty in meeting obligations on its financial liabilities.

Finlays manages liquidity by endeavouring to always have sufficient liquidity to meet its liabilities when they fall due. It 
maintains cash and cash equivalents at a level exceeding expected cash outflows (other than on trade payables) in the 
immediate future, and closely monitors the levels of expected receivables and trade payables.

In addition, it maintains unutilised lines of credit adequate to meet any unforeseen circumstance.

Exchange Rate Risk

Most of Finlays’ revenue is generated in foreign currency. Exposure to fluctuations in the relative values of these 
currencies is substantial.

Finlays’ foreign exchange payments are matched against export receipts creating a natural hedge. A substantial 
proportion of the remaining receipts are hedged by way of forward-rate contracts. It is Finlays policy not to engage in 
foreign currency speculation.

Operational Risk

This category of risk arises as a result of business process errors, systems and procedural failures, natural disasters, 
human error, non-compliance with internal policies and external laws and regulations, and fraud. Although such risks 
cannot be completely avoided, Finlays strives to minimise them by actively evaluating and refining its internal controls 
and reviewing its operational processes.

At Finlays, audits on internal controls are carried out or overseen by Finlays’ systems audit function, which reports 
findings regarding internal control weaknesses and non-compliance to the Audit Committee.

Finlays is committed to ‘Business Continuity Planning’ (BCP), by means of which operational risks following from a 
disaster are managed by early preparation. The BCP process at Finlays considers each division on an individual basis, 
with the aim of facilitating business recovery within the shortest possible time, and with minimisation of any adverse 
impact on stakeholder value.

Reputation Risk

The reputation of Finlays is of utmost importance in maintaining and expanding business. Finlays strongly believes that 
the success it has achieved is primarily due to focus on high standards in all activities.

A series of stringent quality initiatives has been established to ensure that customers receive products and services best 
suited to them. Finlays strives to make products unique and as difficult as possible to counterfeit.



Finlays Colombo PLC   |   Annual Report 201418

Corporate

goVernanCe

Set out below are the Corporate Governance Practices adopted and practiced by Finlays Colombo PLC (Finlays) against 
the background of the Code of Best Practice on Corporate Governance issued jointly by the Institute of Chartered 
Accountants of Sri Lanka and the Securities and Exchange Commission of Sri Lanka.

The Board of Directors

The Board of Directors of Finlays acts in the best interests of the Company, its shareholders and other stakeholders on 
a basis of responsibility, transparency and accountability. The Board ensures that the objectives of the Company are 
achieved lawfully and ethically.

The Board of Directors is also responsible for governance of all companies which Finlays controls.

1. Composition of the Board

 The Board comprises twelve Directors, of whom five are Executive Directors (including the Managing Director), four 
are Non-Independent Non-Executive Directors and three are Independent Non-Executive Directors. Non-Executive 
Directors comprise a majority on the Board. 

 Mr. S. C. Swire resigned from his post and Mr. A. C. N. Johansen was appointed as the Managing Director and 
Chief Executive Officer of the Group with effect from 14th July 2014. 

2. Responsibilities of the Board

 The Board is responsible for the formulation of overall business policy and strategy, agreeing on priorities and 
setting standards for the management and the conduct of the business. It reviews exposure to key business risks, 
the strategic direction and annual budget of each profit centre, their progress towards achieving those budgets and 
capital expenditure. The Board, in the furtherance of its duties, takes independent professional advice, if necessary, 
at Company expense.

 The Board is ultimately responsible for the Group’s performance. It is in control of the Company’s affairs and is 
mindful of its obligations to all stakeholders. 

3. Meetings and Attendance

 The Board has four scheduled meetings a year, and would meet further if necessary to consider specific matters 
which it has reserved to itself for decision.

 
 The following table shows the number of Board and Committee meetings held during the year and the attendance 

of individual Directors.
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 Board Audit Remuneration Nominations
  Committee Committee Committee

Number of meetings  4 6 1 1

C. L. K. P. Jayasuriya
Chairman – Non-Executive Director 4/4 N/A N/A 1/1

A. C. N. Johansen   
MD and CEO - Executive Director 1/4 2/6 - -
(Appointed w.e.f. 14/07/2014)  By invitation  

S. C. Swire  
MD and CEO - Executive Director  2/4 4/6 N/A 1/1
(Resigned w.e.f. 14/07/2014)  By invitation  

E. R. Croos Moraes  6/6
Executive Director 4/4 By invitation N/A 1/1

J. L. Caspersz  6/6
Executive Director 4/4 By invitation N/A 1/1

Ms. M. C. Pietersz  6/6
Executive Director 4/4 By invitation N/A 1/1

N. H. G. S. Jayasinghe
Executive Director  - - - -
(Appointed w.e.f. 18/11/2014)    

N. K. H. Ratwatte
Non-Executive Director 4/4 N/A N/A 1/1

J. D. Bandaranayake
Independent Non-Executive Director 4/4 6/6 1/1 1/1

N. G. Wickremeratne
Independent Non-Executive Director 4/4 5/6 1/1 1/1

R. A. Ebell
Independent Non-Executive Director 3/4 6/6 1/1 1/1

R. J. Mathison
Non-Executive Director 4/4 N/A 1/1 1/1

J. M. Rutherford
Non-Executive Director 4/4 N/A 1/1 1/1

4. Board Balance

 The blend and balance between Executive Directors, Non-Independent Non-Executive Directors and Independent 
Non-Executive Directors on the Board ensures that no individual Director or small group of Directors dominates 
Board discussions and decision-making. Three of the Non-Executive Directors are considered independent, 
having no material relationship with the Company. The Board believes this independence is not compromised by 
the period of 14 years for which Mr. J. D. Bandaranayake has served on the Board, as they believe this has not 
impaired his objectivity in the role.
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 The Independent Directors’ Profiles reflect their calibre and the weight their views carry in Board deliberations. 
Each is independent of management and free from any relationship that can interfere with independent judgment.

5. Financial Acumen

 The Non-Executive Directors are from varied business and professional backgrounds. Their rich experience 
enables them to exercise independent judgment on the Board and their views carry substantial weight in decision-
making. The Board includes senior finance professionals, who possess the necessary knowledge to offer the Board 
guidance on matters of finance.

6. Company Secretaries

 The services and advice of the Company Secretaries are available to Directors when necessary. The Company 
Secretaries keep the Board informed of new laws, regulations and requirements coming into effect which are 
relevant to them as individual Directors and collectively to the Board.

7. Supply of Information

 Prior to each meeting, the Directors are provided with all management information and background material 
relevant to the agenda to enable informed decision making. Board papers are submitted in advance on Group 
performance, new investments, capital projects and other matters that require Board approval.

 Directors receive quarterly reports of performance and minutes of Board meetings.

8. Nomination Committee

 The Board Nomination Committee decides on the appointment of Directors. Its responsibilities include succession 
planning for the Board as well as reviewing its structure, size and composition. The Nomination Committee 
comprises all Directors. It meets as and when required.

9. Re-election of Directors

 The Company’s Articles of Association require a Director appointed by the Board to hold office until the next Annual 
General Meeting and to seek re-appointment by the shareholders at that meeting.

 The Articles call for one-third of the Directors in office to retire at each Annual General Meeting. The Directors who 
retire are those longest in office since their appointment (or re-appointment). Retiring Directors are eligible for      
re-election by the shareholders.

10. Remuneration Committee

 The Remuneration Committee comprises Messrs J. D. Bandaranayake (Chairman), N. G. Wickremeratne, R. A. 
Ebell, R. J. Mathison, and J. M. Rutherford.

 The role of the Remuneration Committee is discussed in the report of the Remuneration Committee given on page 
23.

11. Audit Committee

 The Audit Committee consists entirely of Independent Non-Executive Directors. It is chaired by Mr. R. A. Ebell, a 
Chartered Accountant, who possesses a wealth of knowledge and experience with respect to financial accounting. 
The Audit Committee is empowered to examine any matter relating to the financial affairs of the Group and its 
internal and external audits.

Corporate

goVernanCe ContD...
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The Audit Committee report on pages 32 and 33 describes the activities carried out by the Committee during the year.

Management Structure

The Board has delegated to management the authority to implement the policy and achieve the strategic objectives it 
has laid down. This ensures greater focus on strategy and planning and empowers managers to run their businesses 
effectively.

Internal Controls

The Directors are responsible for the Group’s system of internal controls. The system in place is designed to safeguard 
Company assets against unauthorised use or disposal, to ensure that proper records are maintained and that reliable 
financial information is generated. However, no system can provide absolute assurance that errors and irregularities are 
prevented or detected in time. Key control procedures in place are as follows:

•	 Financial	Reporting

 A comprehensive budgeting system, including an annual budget and rolling three-year strategic plan, is in 
place. Monthly results are reported against the budget. Monthly reports on cash flow and liquidity position are 
also generated and key performance indicators are considered by the Board. 

•	 Monitoring

 The Audit Committee reviews the plans and activities of Internal Audit and the management letters of the 
External Auditors. In addition to considering and recommending to the Board any remedial action required in 
respect of control issues raised by the Auditors, the Audit Committee also monitors the process by which all 
major risks to which the business is exposed are identified.

•	 Investment	Appraisal

 The Board has established policies in areas of investment and treasury management. Beyond agreed 
authorisation levels, expenditure is subject to detailed written proposals submitted to the Board for approval.

•	 Quality	and	Integrity	of	Personnel

 The Group carefully selects and trains employees and provides appropriate channels of communication to 
foster a control-conscious environment.

•	 Ethical	Conduct

 To ensure the well-being of all stakeholders, the Company requires the application of acceptable business and 
industry practices and encourages its employees to be aware of and adhere to relevant rules and regulations. 
The Board has reviewed the effectiveness of the system of financial control for the period up to the date of 
signing the accounts. The Directors’ Responsibility for the Financial Statements is described on page 31.

Disclosure

The Board places great emphasis on complete disclosure of both financial and non-financial information within the 
bounds of commercial realities, as well as on the early adoption of sound reporting practices. The Chairman’s Statement 
and the Operational and Financial Reviews in this Report present a balanced assessment of the Group’s performance 
and prospects.
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Shareholder Value and Return

The Board constantly strives to enhance shareholder value. It has been the policy of the Board to maintain a dividend 
rate in line with the expectations of shareholders, considering its level of performance and profit.

Going Concern

The Directors believe, after reviewing the financial position and the cash flow of the Group, that the Group has adequate 
resources to continue in operation for the foreseeable future. For this reason, they continue to adopt the going concern 
basis in preparing the Financial Statements.

Corporate Governance CSE Rule Compliance Details
Principles Reference Status

Non-Executive Directors 7.10.1 (a) Complied Seven of the twelve Directors are Non-Executive 
Directors.

Independent Directors 7.10.2 (a) Complied Three of the seven Non-Executive Directors are 
Independent.

 7.10.2 (b) Complied Non-Executive Directors have submitted the 
declaration of their independence/non-independence.

Disclosures relating to Directors 7.10.3 (a) Complied Names of the Independent Directors are disclosed on 
page 29.

 7.10.3 (b) Complied Criteria for independence have been met by the 
Independent Directors.

 7.10.3 (c) Complied Brief resumes of the Directors are given on page 28 
and 29.

Remuneration Committee 7.10.5 (a) Complied The Committee comprises of three Independent Non-
Executive Directors and two of the Non-Independent 
Non-Executive Directors. Please refer page 23.

 7.10.5 (b) Complied The Committee has recommended the remuneration 
for Executive Directors and Chief Executive Officer or 
equivalent role. Please refer page 23.

 7.10.5 (c) Complied Please refer page 23 for names of the committee 
members, and for the statement of remuneration 
policy. The aggregate remuneration paid to Executive 
and Non-Executive Directors is given under note 39 to 
the Financial Statements on page 73.

Audit Committee 7.10.6 (a) Complied The Audit Committee comprises three Non-Executive 
Directors, all of whom are independent. The Chairman 
of the Committee is a Member of a recognised 
professional accounting Body. The Chairman, CEO 
and other Executive Directors attended Committee 
meetings by invitation.

 7.10.6 (b) Complied Please refer page 32 for the functions of the Audit 
Committee.

 7.10.6 (c) Complied The names of the Audit Committee members and the 
basis of determination of the independence of the 
auditor are given in the Audit Committee report on 
page 32.
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The Remuneration Committee, appointed by and responsible to the Board of Directors, consists of the three Independent 
Non-Executive Directors and two of the Non-Independent Non-Executive Directors.

The Committee comprised Messrs J. D. Bandaranayake, N. G. Wickremeratne, R. A. Ebell, R. J. Mathison and 
J. M. Rutherford.

The Committee is chaired by Mr. J. D. Bandaranayake.

The Committee met once during the financial year.

Role of the Committee

The Remuneration Committee’s role is to provide local market perspectives and guidance to the major shareholder in the 
implementation of the Human Resource policies of the Finlays Group, in the Sri Lankan context. The global policies of 
the Group are intended to establish a performance driven reward structure with emphasis on the retention of key talent.  
A significant element of the strategy on retention of talent includes the creation of opportunities for accelerated career 
development.

The Committee recognises that the status of its pay and rewards policy is one of the more important elements of the 
Company’s ability to attract and retain high calibre talent, a key driver of its longer-term ability to deliver sustainable 
business results. At the request of the major shareholder, the Committee has left it to the major shareholder to make the 
final determination of the levels of remuneration, after taking into account the local market perspectives, as well as salary 
survey results that are provided .  

Remuneration Policy

In a highly competitive environment, attracting and retaining high calibre executives continues to be a key challenge 
faced by the Company. In this context, the Committee’s recommendation to the Board was that competition and 
market information, in addition to performance evaluation methodology, be taken into account in declaring the overall 
Remuneration Policy. The Committee also recognised and endorsed that market driven rewards must continue to be 
within defined cost parameters and based on Company profitability.

The aggregate remuneration received by the Directors was LKR 54.0 million (LKR 63.9 million in the previous year).

J. D. Bandaranayake
Chairman
Remuneration Committee
Colombo
24th February 2015

report oF the

reMuneratIon CoMMIttee
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annuaL report oF the BoarD oF DIreCtors 

on the aFFaIrs oF the CoMpany

The details set out herein provide the pertinent information required by the Companies Act No. 7 of 2007 and the 
Colombo Stock Exchange Listing Rules, and are guided by recommended best practices.

Principal Activities

The Company and its subsidiaries form a diversified business undertaking whose key activities comprise blending and 
packaging tea for export, insurance brokering, marine claims settling services and representation of an international 
airline as their General Sales Agent/wholesale courier agent. The Group is also engaged in warehousing tea, 
temperature controlled logistics, manufacture and export of speciality teas such as Green Tea and environmental and 
hygiene services.

Business Review/Future Developments

A review of the business of the Company and its performance during the year, with comments on financial results and 
future strategic developments, is contained in the Chairman’s Review on page 4, Managing Director’s review on pages 5 
to 6, and the Review of Operations on pages 10 to 13 of this report. These, together with the Financial Statements reflect 
the state of affairs of the Company and the Group.

The Directors, to the best of their knowledge and belief, confirm that the Company has not engaged in any activities that 
contravene laws and regulations.

Financial Statements

The Financial Statements of the Company are given on pages 35 to 73.

Auditor’s Report

The Auditor’s Report on the Financial Statements is given on page 34.

Accounting Policies

The Accounting Policies adopted in the preparation of the Financial Statements are given on pages 39 to 50. There were 
no changes in the Accounting Policies adopted.

Group Turnover/Exports

Group turnover amounted to LKR 5,950 million (2013 - LKR 5,473 million). An analysis of turnover is given in Note 22 to 
the Financial Statements. The export turnover of the Group amounted to LKR 4,569 million (2013 - LKR 4,332 million).

Results and Dividend

The results of the Group for the year ended 31st December 2014 show an increase in profit before tax from continuing 
operations to LKR 399 million (2013 - LKR 391 million). The Group profit after tax from continuing operations amounted 
to LKR 225 million (2013 - LKR 292 million). The Company has paid an interim dividend of LKR 2.00 per share 
amounting to LKR 70 million during the year. Total Comprehensive Income for the period amounted to LKR 236 million 
(2013 – LKR 281 million).

The Directors recommend a final dividend of LKR 1.00 per share payable on 9 April 2015 to the holders of the issued 
ordinary shares of the Company as at the close of business on 31st March 2015. This dividend together with the 
interim dividends of LKR 2.00 per share results in a total dividend of LKR 3.00 per share. The dividends represent a 
redistribution of dividends received by the Company and therefore will not be subject to the 10% tax deduction otherwise 
applicable.
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Stated Capital

The stated capital of the Company is LKR 636 million, divided into 35 million ordinary shares. There was no change in 
the Stated Capital of the Company during the year.

Reserves

Reserves of the Group as at 31st December 2014 amounted to LKR 5,097 million (2013 - LKR 4,985 million). The 
movement of reserves is shown in the Statement of Changes in Equity.

Property, Plant and Equipment

Details of Property, Plant and Equipment of the Group, additions and disposals made during the year and depreciation 
charged during the year are shown in Note 5 to the Financial Statements.

Events subsequent to the Reporting Date

No significant events have occurred since the reporting date other than those disclosed in Note 32 to the Financial 
Statements.

Employment Policies

The Group policies respect individuals and provide equal opportunities, irrespective of gender, race or religion. The 
Group now employs 734 persons (2013 - 743).

The Board appreciates that communication is the key to build trust and promote teamwork, and every opportunity is 
taken to keep employees informed of all events, activities and performance of the Group. Employees are encouraged to 
provide feedback to improve operational performance.

Training and competency development receive high priority, and ample growth opportunities are available to high 
performers.

Sporting and recreational activities are particularly encouraged.

Environment,	Health	and	Safety

It is the Group’s policy to actively manage any adverse effects on the environment as a result of the Group’s operations 
and to co-operate and comply with the relevant authorities and regulations. As part of the Group’s commitment to the 
preservation of the environment, the appraisal of all significant capital expenditure projects includes an assessment of 
the impact on the environment of such projects.

There is also a heightened awareness of safety, health and environmental issues among all employees and it is the 
Group’s endeavour to achieve continuous improvement through agreed-upon targets.

Corporate Governance/Internal Control

The Board of Directors is responsible for the operational and strategic performance of the business, as well as its 
conduct.
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Interests Register

The Company maintains a Directors’ Interests Register conforming to the provisions of the Companies Act No. 7 of 2007. 
The Directors of the Company have disclosed their interests in other companies to the Board and those interests are 
recorded in the Interests Register.

Directors’ Remuneration

Directors’ Remuneration in respect of the Company for the financial year ended 31st December 2014 is given on page 
65, in Note 26 to the Financial Statements.

Corporate Donations

Donations made by the Group amounted to LKR 847,000 (2013 - LKR 991,000). No donations were made for political 
purposes.

Directorate

The Directors who served on the Board in the year 2014 are Messrs C. L. K. P. Jayasuriya, S. C. Swire (resigned on 14th 
July 2014), A. C. N. Johansen (appointed on 14th July 2014), E. R. Croos Moraes, J. L. Caspersz, Ms. M. C. Pietersz,  
G. S. Jayasinghe (appointed on 18th November 2014), N. K. H. Ratwatte, J. D. Bandaranayke, N. G. Wickremeratne,   
R. A. Ebell, R. J. Mathison, and J. M. Rutherford. 

Brief profiles of the Directors who held office during 2014 appear on pages 28 and 29.

Mr. A. C. N. Johansen and Mr. G. S. Jayasinghe were appointed to the Board on 14th July 2014 and 18th November 
2014 respectively and the Board of Directors proposes their election at the forthcoming Annual General Meeting of the 
Company.

Messrs R. J. Mathison, N. G. Wickremeratne and J. L. Caspersz retire by rotation and being eligible, offer themselves for 
re-election.

Related Party Transactions

The Directors have disclosed transactions (if any), that could be classified as related party transactions in terms of LKAS 
24 “Related Party Disclosures” which is adopted in the preparation of financial statements. Those transactions disclosed 
by the Directors are given in Note 35 to the financial statements forming part of the Annual Report of the Board. In 
addition, the Company carried out transactions in the ordinary course of business with the following entities having one 
or more Directors in common.

Name of the Director Relationship Nature of 2014 2013
Company/Society	 	 	 transaction	 LKR	‛000	 LKR	‛000

Fintravel (Pvt) Ltd Mr. E. R. Croos Moraes
 Mr. N. K. H. Ratwatte Common Director Rent received 808 765

Central Finance Company PLC Mr. C. L. K. P. Jayasuriya Common Director Lease rentals paid NIL 2,235

Acme Printing and Packaging PLC Mr. C. L. K. P. Jayasuriya Common Director Purchase of 
   packing materials 2,728 2,481

Seylan Bank PLC Ms. M. C. Pietersz Common Director Environmental services  744 930
   Insurance brokering  See note  See note
    below below

annuaL report oF the BoarD oF DIreCtors 

on the aFFaIrs oF the CoMpany ContD...
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Seylan Bank obtained Surgical and Hospitalisation cover and Life cover with critical illness from Allianz Insurance Lanka 
Limited and Allianz Life Insurance Lanka Limited through Finlay Insurance Brokers (Private) Limited.

The Directors at their meetings have declared all material interests in contracts involving the Company and have 
refrained from voting on matters in which they were materially interested.

Auditors

In accordance with the Companies Act No. 7 of 2007, a resolution proposing the re-appointment of Messrs KPMG, 
Chartered Accountants, as Auditors to the Company will be submitted at the Annual General Meeting.

The Auditors, Messrs KPMG, were paid LKR 1,960,000 as audit fees by the Group. In addition, they were paid           
LKR 1,348,780 by the Group for non-audit related work, which consisted mainly of tax consultancy services. 

As far as the Directors are aware, the Auditors do not have any relationship with the Company other than those disclosed 
above. The Auditors also do not have any interest in the Company.

Directors’ Shareholdings

The Directors’ and their spouses’ holdings of ordinary shares in the Company are as follows:

 Directors’ shareholding 2014 2013 
 Mr. E. R. Croos Moraes 4,335 4,335
 Mr. N. K. H.  Ratwatte 600 600
 Mr. C. L. K. P. Jayasuriya 6,000 6,000
 Mr. J. D. Bandaranayake 0 0
 Mr. R. J. Mathison 0 0
 Mr. N. G. Wickremeratne 0 0
 Mr. J. L. Caspersz 0 0
 Ms. M. C. Pietersz 0 0
 Mr. R. A. Ebell 0 0
 Mr. S. C. Swire                                                                     0 0                                        
 Mr. A. C. N. Johansen 0 0
 Mr. G. S. Jayasinghe 0 0
 Mr. J. M. Rutherford 0 0
  10,935 10,935

Substantial Shareholding

The list of top twenty shareholders, the percentage of shares they hold, and the percentage of public holdings are given 
on pages 75 to 76 of this Annual Report.

Annual General Meeting

The Fortieth (40th) Annual General Meeting of the Company will be held at the Auditorium of the Sri Lanka Institute of 
Tourism and Hotel Management, No. 78, Galle Road, Colombo 3, on Monday, 30th March 2015.

By Order of the Board

C. L. K. P. Jayasuriya Ms. M. C. Pietersz SSP Corporate Services (Private) Limited
Chairman  Director Company Secretaries 

24th February 2015
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DIreCtors

proFILes
C. L. K. P. JAYASURIYA
Having joined the Company in 1981 and served as an Executive Director since 1986, and Executive Chairman and 
Managing Director since 1st April 2006, Mr. Jayasuriya retired from Executive service on 31st August 2013, and was 
appointed Non-Executive Chairman.

He is a Fellow of the Chartered Institute of Management Accountants, UK (FCMA) and a Fellow of the Chartered 
Association of Certified Accountants, UK (FCCA).

He is a Director of the Employees Trust Fund Board, Trustee, Council Member and former Chairman of the Employers’ 
Federation of Ceylon, and is the Chairman of the Advisory Council of the Ceylon Chamber of Commerce. He is also a 
Director of several other companies, both listed and unlisted, incorporated in Sri Lanka.

A.	C.	N.	JOHANSEN
Mr. Johansen was educated at Charterhouse, Surrey, UK and holds an MA (Honours) Degree in Chinese from the 
University of Edinburgh, UK. He joined the Swire Group in 2004 and his last appointment was as Sales and Marketing 
Director of Swire Coca-Cola Beverages Xiamen in Fujian province, China. He was appointed Managing Director and 
Chief Executive Officer of Finlays Colombo PLC effective 14th July 2014. He is an Executive Committee member of The 
Council for Business in Britain.

E. R. CROOS MORAES
Mr. Croos Moraes joined the Company in 1977 and has been an Executive Director since 1991. He is currently the Board 
Member in charge of the Group’s marketing, export and tea warehousing operations. He is presently a member of the 
Tea Council of Sri Lanka and a Committee Member of the Tea Exporters Association of Sri Lanka. He is a Chartered 
Marketer of the Chartered Institute of Marketing, UK (MCIM).

J. L. CASPERSZ
Mr. Caspersz joined the Company in 1997 and was appointed an Executive Director in February 2011. He is currently 
the Board Member in charge of the Environmental Services, Airline Agencies and Insurance Divisions of the Company 
and is a Director on the Boards of the respective subsidiaries. Mr. Caspersz also heads the Corporate Communication 
initiatives of the Company. He is a past President of the Sri Lanka Insurance Brokers Association and has served on the 
Council of the Sri Lanka Insurance Institute for a number of years.

Ms. M. C. PIETERSZ
An Executive Director since November 2011, Ms. Pietersz is an associate member of the Institute of Chartered 
Accountants in England and Wales and a fellow member of the Institute of Chartered Accountants of Sri Lanka. She 
holds a B.Sc (Honours) degree in Physics from the University of Sussex and an MBA from Heriot-Watt University, 
Edinburgh. She also serves on Boards of Bogala Graphite Lanka PLC and Seylan Bank PLC as an Independent Non 
Executive Director.

G.	S.	JAYASINGHE
Mr. Jayasinghe joined the Group in February 2006, as the Chief Executive Officer of Finlay Cold Storage (Pvt) Limited 
and was appointed a Director of the subsidiary in February 2008.  Mr. Jayasinghe was appointed an Executive Director 
of Finlays Colombo PLC in November 2014.  

He holds a Masters degree in Business Administration (MBA), is a Fellow of the Chartered Management Institute - UK 
and a Chartered Member of the Chartered Institute of Logistics and Transport - UK. He also serves on the Executive 
Committee and Council of the Sri Lanka Branch of the Chartered Management Institute and Chartered Institute of 
Logistics and Transport respectively, and is a member of the Ceylon Chamber of Commerce sector steering committee 
for Ports, Shipping, Aviation and Logistics.

N.	K.	H.	RATWATTE
Having joined the Group in 1991, Mr. Ratwatte was appointed an Executive Director in 1997 and since April 2007 he has 
been a Non-Executive Director of Finlays Colombo PLC.
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He is the Chairman and Managing Director of Hapugastenne Plantations PLC, Udapussellawa Plantations PLC, 
Newburgh Green Tea (Private) Limited, Finlays Tea Estates (Pvt) Limited and many other private companies registered in 
Sri Lanka.

He is a Fellow of the National Institute of Plantation Management (FIPM).

J. D. BANDARANAYAKE
An Independent Non-Executive Director since July 2001, Mr. Bandaranayake is the Chairman of the Group 
Remuneration Committee and a Member of the Audit Committee. He serves as Chairman of Central Finance Company 
PLC.

He has served as a Chairman of the Employers’ Federation of Ceylon, the Ceylon Chamber of Commerce and the Board 
of Investment of Sri Lanka. He has also served on the Boards of several listed companies. He is a graduate in Law, a 
Fellow of the Institute of Personnel Management, Sri Lanka (FIPM) and of the Institute of Chartered Secretaries of Sri 
Lanka and a Fellow of the Institute of Certified Professional Managers (ICPM).

N. G. WICKREMERATNE
An Independent Non-Executive Director since 1st July 2009. Mr. Wickremeratne is a member of the Group Remuneration 
Committee and the Audit Committee. He holds a B.Sc degree from the University of Ceylon, Peradeniya. He was 
previously Chairman and CEO of Hayleys Group and a Non-Executive Director of Hatton National Bank PLC. He is 
currently Chairman of Holcim Lanka Limited.

R. A. EBELL
An Independent Non-Executive Director since June 2012, Mr. Ebell is the Chairman of the Group Audit Committee and a 
Member of the Group Remuneration Committee.

He is a fellow of the Institute of Chartered Accountants Sri Lanka (ICASL) and of the Chartered Institute of Management 
Accountants, UK (CIMA). He worked for Hayleys PLC for 32 years (eventually as Finance Director), and for Loadstar 
(Private) Limited for 2 years (as CFO). He served as an Independent Non-Executive Director of Dankotuwa Porcelain 
PLC and Laugfs Capital Ltd at different times, and as Chairman of their Audit Committees. He currently serves as an 
Independent Non-Executive Director of Softlogic Holdings PLC and as Chairman of its Audit Committee. He is a Past 
President of CIMA, Sri Lanka Division and currently serves as a member of the Quality Assurance Board of the ICASL.

R.	J.	MATHISON
A Non-Executive Director since September 2008, Mr. Mathison is the Managing Director of James Finlay Limited, 
London. He is a Member of the Remuneration Committee. He also serves as a Member of the Executive Committee of 
The Eastern Africa Association. Previously, he served as the Director and General Manager Cargo for Cathay Pacific 
Airways Limited, which he joined in 1984.

J.	M.	RUTHERFORD
Mr. Rutherford was appointed a Non-Executive Director on 1st February 2013 on becoming Finance Director of James 
Finlay Limited, London. He is a qualified Chartered Accountant (ICAEW) and holds a Bachelor of Science (BSc) degree 
in Economics from the University of Southampton. Previously he spent 15 years with Associated British Foods, a UK 
listed company, where he held a variety of senior Finance and other related posts.

S. C. SWIRE
Having joined the Company as Chief Operating Officer, Mr. Swire was appointed Executive Director in October 2012 and 
Managing Director on 1st September, 2013. He was educated at Eton College, Windsor, UK and holds a BA (Honours) 
Degree in Modern History from the University of Oxford, UK. He has been employed in the Swire Group since 2003. Mr. 
Swire served on the Board of Finlays Colombo PLC up to 14th July, 2014.
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stateMent oF  

DIreCtors’ responsIBILIty

The following statement is made with a view to distinguishing the respective responsibilities of the Directors and of the 
Auditors in relation to the Financial Statements of the Company and its subsidiaries. It should be read in conjunction with 
the Report of the Auditors appearing on page 34 which sets out their responsibilities. The Directors are required by the 
Companies Act No. 7 of 2007, to prepare Financial Statements for each financial year, which give a true and fair view of 
the state of affairs of the Company and its subsidiaries, as at the end of the financial year and of the profit or loss of the 
Company and its subsidiaries for the financial year.

The Directors are required to prepare these Financial Statements on the going concern basis, unless it is not appropriate. 
Since the Directors are satisfied that the Group has the resources to continue in business for the foreseeable future, the 
Financial Statements continue to be prepared on the said basis.

The Directors consider that the Financial Statements for the year ended 31st December 2014 set out on pages 35 
to 73 are prepared and presented in accordance with Sri Lanka Accounting Standards (SLFRs/LKASs), and provide 
the information required by the Companies Act No. 7 of 2007 and the Listing Rules of the Colombo Stock Exchange. 
The Company and its subsidiaries have used appropriate accounting policies, consistently applied and supported by 
reasonable and prudent judgments and estimates have been made so that the form and basis of transactions are 
properly reflected. All accounting standards considered applicable have been followed.

The Directors are responsible for ensuring that all companies within the Group keep accounting records to disclose with 
reasonable accuracy the financial position of the Company and the Group.

A comprehensive system of internal controls has been implemented which provides reasonable assurance that all assets 
are safeguarded, transactions properly authorised and recorded and fraud and other irregularities either prevented or 
detected.

The Directors are responsible for providing the auditors, M/s. KPMG, with every opportunity to carry out the audit work 
that they consider necessary and appropriate to form their audit opinion.

Compliance Report
The Directors confirm that to the best of their knowledge all statutory payments that were due in respect of the Company 
and its subsidiaries as at the reporting date have been paid or where relevant, provided for.

The Directors are of the view that they have discharged their responsibilities as set out in this Statement.

SSP Corporate Services (Private) Limited
Company Secretaries 

Colombo,
24th February 2015
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report oF the 

auDIt CoMMIttee

Role and Composition of the Audit Committee

The primary role of the Audit Committee, which is a sub-committee of the Board of Directors, is to

• monitor the effectiveness of the Company’s internal controls through a process of objective internal audit and 
systems review; 

• seek assurance on the integrity of the Company’s financial accounting process and on the reliability of the 
Company’s published Financial Statements;

• monitor the process through which business risks are identified for action by management and for the Board’s 
attention; and

• advise the Board on the appointment of external auditors, discuss with the external auditors their areas of focus and 
their audit findings, and recommend to the Board their remuneration.

The Audit Committee comprises three Non-Executive Directors, Mr. J. D. Bandaranayake, Mr. N. G. Wickremeratne and 
the undersigned, who all served on the Committee throughout the year. The Group Systems Auditor of the Company 
functions as the Committee’s Secretary. 

The Audit Committee is supported in its role by the Company’s Audit Supervisory Committees. 

The Committee --

• discussed and commented on the Whistleblowing Policy in place.

• discussed and put in place basic mechanisms for monitoring compliance with applicable Laws and Regulations.  

Audit Supervisory Committees (ASCs)

The Company has four ASCs, covering the major business sectors of the Group. These are chaired by the Finance 
Director, and each committee meets at least three times a year.      

The ASCs advise the Audit Committee and the Chairman of the Company on internal audit findings, internal control 
failure, and identification of business risks in the Company’s risk management process. Management is responsible for 
maintaining effective internal control and managing business risk; the ASCs and the Audit Committee strive to ensure 
that this focus is maintained and this responsibility is not lost sight of.

Internal Audit

The conduct of internal audits is coordinated by the Group Systems Auditor. Internal audit is presently outsourced to M/s. 
B. R. De Silva and Co., Chartered Accountants. The Group Systems Auditor carries out separate systems reviews from 
time to time.

The Committee’s focus was on the process followed and the quality of audit. It reviewed reports and followed up on 
findings.

The internal auditors have confirmed that all significant matters arising in the course of their audits have been brought to 
the notice of the Finance Director and the Chairman of the Audit Committee. 
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Financial Statements and Reporting

The Financial Statements for the year, and the Interim Financial Statements, were reviewed by the Audit Committee and 
recommended to the Board for acceptance prior to the publication of these statements. 

Risk Management

The Committee’s focus continued to be on the process followed in identifying and acting on risks. It noted risks in which 
ratings had changed during the year, and paid particular attention to control risks identified.

External Audit

The Committee reviewed the Management Letter issued by the external auditors in respect of their audit for 2013 and the 
actions taken by management in response to the issues raised. 

The audit strategy for 2014 was presented to the Committee by the external auditors. 

The Audit Committee, having evaluated the performance of the external auditors, and being satisfied that their 
independence as auditors of the Company has not been compromised, has recommended to the Board the                   
re-appointment of M/s. KPMG, Chartered Accountants, as auditors for the financial year ending on 31st December 2015.

Meetings

The Audit Committee held 4 routine meetings and 2 additional meetings during the year under review. Other members 
of the Board, the external auditors and the internal auditors were invited to attend Audit Committee meetings as 
appropriate. Attendance at these meetings was as follows:

Name   Meetings attended

R.  A. Ebell   6

J. D. Bandaranayake  5

N. G. Wickremeratne  6

Richard Ebell FCA FCMA
Chairman
Audit Committee

Colombo
24th February 2015
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InDepenDent 

auDItors’ report

TO	THE	SHAREHOLDERS	OF	FINLAYS	COLOMBO	PLC

Report on the Financial Statements

We have audited the accompanying financial statements of Finlays Colombo PLC (the “Company”), and the consolidated financial 
statements of the Company and its subsidiaries (the “ Group”), which comprise the statement of financial position as at 31st December 
2014, and the statement of profit and loss and other comprehensive income, statement of changes in equity and cash flow statement 
for the year then ended, and a summary of significant accounting policies and other explanatory notes set out on pages 35 to 73 of the 
annual report.

Board’s Responsibility for the Financial Statements

The Board of Directors (“Board”) is responsible for the preparation of these financial statements that give a true and fair view in 
accordance with Sri Lanka Accounting Standards, and for such internal control as Board determines is necessary to enable the 
preparation of financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

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 comply with ethical requirements and plan and perform the audit to 
obtain reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The 
procedures selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the 
entity’s preparation of the -financial statements that give a true and fair view in order to design audit procedures that are appropriate in 
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit also 
includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made by Board, 
as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements give a true and fair view of the financial position of the Group as at 31st December 
2014, and of its financial performance and cash flows for the year then ended in accordance with Sri Lanka Accounting Standards.

Report on Other Legal and Regulatory Requirements

As required by section 163 (2) of the Companies Act No. 07 of 2007, we state the following;

a) The basis of opinion and scope and limitations of the audit are as stated above.

b) In our opinion:

- We have obtained all the information and explanations that were required for the audit and, as far as appears from our 
examination, proper accounting records have been kept by the Company.

- The financial statements of the Company give a true and fair view of its financial position as at 31st December 2014, and 
of its financial performance and cash flows for the year then ended in accordance with Sri Lanka Accounting Standards.

- The financial statements of the Company and the Group comply with the requirements of sections 151 and 153 of the 
Companies Act No. 07 of 2007.

 

Chartered Accountants
24th February 2015
Colombo
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  Group Company
As at Note 31 Dec 2014 31 Dec 2013 01 Jan 2013 31 Dec 2014 31 Dec 2013
  LKR ‘000  LKR ‘000   LKR ‘000  LKR ‘000 LKR ‘000
    Restated  Restated   
Assets       
Property, plant and equipment  5  4,517,382   4,585,770   4,456,607   2,371,828 2,425,786 
Investment property 6  65,099   59,753   15,856   81,520   76,504
Investments in subsidiaries 7  -     -     -     831,179   1,441,822 
Equity accounted investee  8  17,418   15,055   9,136   1,325   1,325 
Other investments 9.1  996   996   738   86,542   86,542
Defined benefits obligation - plan assets 20.1  118,016   105,207   105,907  118,016   105,207 
Employees’ share trust loan 11  -     -     -     4,695   4,885 
Non-current assets   4,718,911   4,766,781   4,588,244   3,495,105   4,142,071  
      
Inventories  12  738,219   547,279   559,033   674,780   487,507 
Other investments, including derivatives 9.2  367   14,818   8,258   367   14,818
Trade and other receivables 13  729,423   776,851   626,029   432,520   506,866 
Amounts due from related companies 10  603   630   600   288,622   330,179 
Current tax assets   32,047 42,368   45,818   30,520   40,841 
Cash and cash equivalents 14.1  814,332   541,067   622,527   700,335   403,611 
Current assets   2,314,991   1,923,013   1,862,265   2,127,144   1,783,822 
Total assets   7,033,902   6,689,794   6,450,509   5,622,249   5,925,893 

Equity       
Stated capital 15  636,194   636,194   636,194   636,194   636,194 
Reserves 16  253,899   253,841   253,209   258,273   258,273 
Retained earnings   4,842,822   4,731,001   4,555,819   3,675,874   3,544,905 
Equity attributable to owners of the Company   5,732,915   5,621,036   5,445,222   4,570,341   4,439,372
Non-controlling interests   3,293   1,646   1,033   -     - 
Total equity    5,736,208   5,622,682   5,446,255   4,570,341   4,439,372

Liabilities    
Loans and borrowings 18  -     -     1,103   -     -   
Deferred tax liabilities 19  139,186   83,132   72,400   33,530   32,450 
Defined benefits obligation 20.2  127,266   116,838   114,749   127,266   116,838 
Non-current liabilities    266,452   199,970   188,252   160,796   149,288 
       
Trade and other payables 21  722,071   655,922   543,495   564,313   516,542 
Current tax liabilities   31,442   22,576   42,908   -     -   
Loans and borrowings 18  -     1,103   4,407   -     -   
Amounts due to related companies 17  12,900   12,029   26   71,823   650,219
Bank overdrafts 14.2  264,829   175,512   225,166   254,976   170,472
Current liabilities    1,031,242   867,142   816,002   891,112   1,337,233 
Total liabilities   1,297,694   1,067,112   1,004,254  1,051,908   1,486,521
Total equity and liabilities   7,033,902   6,689,794   6,450,509   5,622,249   5,925,893 
       
The financial statements are in compliance with the requirements of the Companies Act No. 7 of 2007.    
      
 

S. Jayaratne        
Group Finance Manager        
     
The Board of Directors is responsible for the preparation and presentation of these financial statements. Signed for and on behalf of the 
Board by,        
     
        

E. R. Croos Moraes   M. C. Pietersz   
Director   Director   
        
The notes on pages 39 through 73 form an integral part of the financial statements.    
Colombo        
24th February 2015

stateMent oF 

FInanCIaL posItIon
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  Group Company
For the year ended 31st  December Note 2014 2013 2014 2013
	 	 LKR	‛000	 	LKR	‛000		 LKR	‛000	 LKR	‛000
   Restated
Continuing operations      
Revenue 22  5,950,026   5,472,831  4,711,915   4,436,288 
Cost of sales   (4,754,490)  (4,441,046)  (4,212,739)  (4,003,222)
              
Gross	profit   1,195,536   1,031,785   499,176   433,066 
      
Other income 23  15,366   71,621   11,217   64,662 
Distribution expenses   (118,772)  (110,136)  (65,356)  (69,731)
Administrative expenses  (664,339)  (613,926)  (440,856)  (429,788)
Other expenses 24  (5,751)  -     -     -   
Results from operating activities   422,040   379,344   4,181   (1,790)
      
Finance income 25.1  14,346   40,803   280,337   299,573 
Finance cost 25.2  (46,184)  (35,377)  (23,503)  (19,371)
Net	finance	(cost)/income   (31,838)  5,426   256,834   280,202 
      
Share of profits of equity accounted investee net of tax 8  8,857   6,581   -     -   
Profit		before	tax   399,059   391,351   261,015   278,411 
      
Tax expense 26  (173,835)  (99,494)  (11,401)  (5,320)
Profit	from	continuing	operations   225,224   291,858   249,614   273,091 
      
Discontinued operations      
Results from discontinued operations net of tax 34.1  6,933   (8,061)  -     -   
Profit	for	the	year   232,157   283,797   249,614   273,091 
      
Other comprehensive income      
Defined benefits plan actuarial gains/(losses) 20.6  3,855   (3,052)  3,855   (3,052)
Foreign currency translation difference   (176)  199   -     -   
Income tax on other comprehensive income   -     -     -     -   
Other comprehensive income/(loss) for the year, net of tax   3,679   (2,853)  3,855   (3,052)
      
Total comprehensive income for the year   235,836   280,944   253,469   270,039 
      
Profit	attributable	to:      
 Owners of the Company   230,466   283,233   249,614   273,091 
 Non-controlling interests   1,691   564   -     -   
Profit	for	the	year   232,157   283,797   249,614   273,091 
      
Total comprehensive income attributable to:      
 Owners of the Company   234,189   280,331   253,469   270,039 
 Non-controlling interests   1,647   613   -     -   
Total comprehensive income for the year   235,836   280,944   253,469   270,039 
      
Earnings per share      
Basic earnings per share (LKR) 28.1  6.58   8.09   7.13   7.80 
Diluted earnings per share (LKR) 28.2  6.58   8.09   7.13   7.80  
    
The notes on pages 39 through 73 form an integral part of the financial statements.

stateMent oF proFIt anD Loss anD other
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Changes In equIty

For the year ended 31st  December  Stated Reserve for General Exchange Retained Total Non-  Total
 Note capital own shares reserve reserve earnings  controlling equity
Group        interests 
	 	 LKR	‛000	 LKR	‛000	 LKR	‛000	 LKR	‛000	 LKR	‛000	 LKR	‛000	 LKR	‛000	 LKR	‛000
          
Balance as at 01st January 2013   636,194   (5,368)  258,577   -     4,555,819   5,445,222  1033  5,446,255 
Total comprehensive income for the year          
Profit for the year 2013   -     -     -     -     283,233   283,233   564   283,797 
Other comprehensive income           
Defined benefits plan actuarial gains / (losses) 20.6  -     -     -     -     (3,052)  (3,052)  -     (3,052)
Currency translation differences   -     -     -     149   -     149   49   199
Total comprehensive income for the year   -     -     -     149   280,181   280,330   613   280,943 
Transactions with owners          
Employees’ share trust loan repayments 16.2  -     483   -     -     -     483   -     483 
Dividends  - final 2012 29  -     -     -     -     (70,000)  (70,000)  -     (70,000)
                  -  interim 2013 29  -     -     -     -     (35,000)  (35,000)  -     (35,000)
Total transactions with owners   -     483   -     -     (105,000)  (104,517)  -     (104,517)
Balance as at 31st December 2013   636,194   (4,885)  258,577   149   4,731,001   5,621,036   1,646   5,622,682 
          
Total comprehensive income for the year          
Profit for the year 2014   -     -     -     -     230,466   230,466   1,691   232,157  
Other comprehensive income           
Defined benefits plan actuarial gains / (losses) 20.6  -     -     -     -     3,855   3,855  -  3,855 
Currency translation differences  - - -  (132)  - (132)  (44)  (176)
Total comprehensive income for the year   -     -     -     (132)  234,321   234,189   1,647   235,836  
Transactions with owners          
Employees’ share trust loan repayments 16.2  -     190   -     -     -     190   -     190 
Dividends  - final 2013 29  -     -     -     -     (52,500)  (52,500)  -     (52,500)
                  -  interim 2014 29  -     -     -     -      (70,000)  (70,000)  -     (70,000)
Total transactions with owners   -     190   -     -     (122,500) (122,310)  -     (122,310)
Balance as at 31st December 2014   636,194   (4,695)  258,577   17   4,842,822   5,732,915   3,293   5,736,208

 Company  Stated General Retained Total
  capital reserve earnings  
	 	 LKR	‛000	 LKR	‛000	 LKR	‛000	 LKR	‛000
        
Balance as at 01st January 2013   636,194   258,273    3,379,866   4,274,333  
Total comprehensive income for the year         
Profit for the year 2013   -     -  273,091   273,091  
Other comprehensive income          
Defined benefits plan actuarial gains/(losses) 20.6  -     -     (3,052)  (3,052) 
Total comprehensive income for the year   -     -     270,038   270,038  
Transactions with owners         
Dividends  - final 2012 29  -     -     (70,000)  (70,000) 
                  -  interim 2013 29  -     -     (35,000)  (35,000) 
Total transactions with owners   -     -     (105,000)  (105,000) 
Balance as at 31st December 2013   636,194   258,273  3,544,905   4,439,372  
         
Total comprehensive income for the year         
Profit for the year 2014   -     -     249,614   249,614  
Other comprehensive income          
Defined benefits plan actuarial gains/(losses) 20.6  -     -     3,855   3,855  
Total comprehensive income for the year   -     -     253,469   253,469  
Transactions with owners         
Dividends  - final 2013 29  -     -     (52,500)  (52,500) 
                  -  interim 2014 29  -     -     (70,000)  (70,000) 
Total transactions with owners   -     -     (122,500)  (122,500) 
Balance as at 31st December 2014   636,194   258,273   3,675,874   4,570,341  
         
The notes on pages 39 through 73 form an integral part of the financial statements.

 Equity attributable to owners of the Company
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  Group Company
For the year ended 31st  December Note 2014 2013 2014 2013
	 	 LKR	‛000	 	LKR	‛000		 LKR	‛000	 LKR	‛000
Cash	flows	from	operating	activities      
Net profit before tax expense    399,059   391,351   261,015   278,411 
Adjustments for      
 Depreciation  5/6  161,607   153,691   69,418   61,787 
 Income from investments 25.1  (3,727)  (4,213)  (269,718)  (262,983)
 (Profit)/loss on sale of property, plant and equipment  23/24  5,751   (4,210)  -     (1,064)
 Impairment losses   -     15,109   -     -   
 Share of profits of equity accounted investee   (8,857)  (6,581)  -     -   
 Gain/(loss) on forward exchange contracts   14,451   (6,560)  14,451   (6,560)
 Discontinued operations  34.1  9,629  (11,961)  -     -   
 Finance costs  25.2  46,184   35,377   23,503   19,371 
 Gratuity provision   28,615   33,569   28,615   33,570 
   652,712   595,573    127,284 122,532
Changes in   
 Inventories    (190,940)  11,754   (187,273)  23,067 
 Trade and other receivables    47,455   (137,665)  116,130   (434,694)
 Trade and other payables    67,020   113,863   80,018   136,126 
Cash generated from operations   576,247   583,525   136,159   (152,969)

 Finance costs paid 25.2  (46,184)  (35,377)  (23,503)  (19,371)
 Gratuity paid 20.3  (18,112)  (22,524)  (18,112)  (22,524)
 Income tax paid   (101,298)  (103,490)  -     -   
Net cash flows from/(used in) operating activities    410,653  422,131  94,544   (194,865)
       
Cash	flows	from	investing	activities      
 Acquisition of property, plant and equipment  5  (110,582)  (342,317)  (20,476)  (62,330)
 Proceeds from sale of property, plant and equipment  6,135  3,989   -     1,064 
 Acquisition of  investments   -     (258)  -     (258)
 Investment in other long-term assets -- gratuity   (9,066)  (11,303)  (9,066)  (11,303)
 Interest received   3,582   3,876   2,285     2,400 
 Dividend received (inclusive of equity-accounted investees)  6,639   999  267,433   260,583 
Net cash flows from/(used in) Investing activities   (103,292)  (345,014)  240,176   190,156
       
Cash	flows	from	financing	activities      
 Repayment of interest bearing loans and borrowings 18  (1,103)  (4,407)  -     -   
 Proceeds from treasury shares 16.2  190   484   -     -   
 Dividends paid 29  (122,500)  (105,000)  (122,500)  (105,000)
Net cash flows used in financing activities   (123,413)  (108,924)  (122,500)  (105,000)
       
Net increase/(decrease) in cash and cash equivalents    183,948   (31,806)  212,220   (109,708)
       
Cash and cash equivalents at the beginning of the year  14  365,555   397,361   233,139   342,847 
Cash and cash equivalents at the end of the year  14  549,503   365,555   445,359   233,139  
      
The notes on pages 39 through 73 form an integral part of the financial statements.
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notes to the 

FInanCIaL stateMents

Accounting Policies

1. Corporate Information

1.1 General

 Finlays Colombo PLC (“Company”) is a limited liability company incorporated and domiciled in Sri Lanka.  The 
registered office and the principal place of business is situated at Finlay House, No. 186, Vauxhall Street, 
Colombo 2.

 In the Annual Report of the Board of Directors’ and in the financial statements, “the Company” refers to Finlays 
Colombo PLC as the holding Company and “the Group” refers to the companies whose accounts have been 
consolidated therein.

 All financial information in the financial statements are in Sri Lanka Rupees thousands (LKR ‘000) unless 
otherwise stated.

1.2 Principal Activities

 Company

 During the year, the principal activities of the Company were tea blending and packing for export, opertaing a 
marine claims settling agency, and as a General Sales Agent of an international airline.

 Group

 During the year, the principal activities of the Group were tea blending and packing for export, warehousing of tea, 
and the manufacture and export of speciality teas such as Green Tea. The Group was also engaged in providing 
cold storage facilities, insurance brokering, environmental services and operated as a marine claims settling 
agents and as a General Sales Agent of an international airline. 

1.3 Parent Enterprise and Ultimate Parent Enterprise 

 The Company’s parent undertaking is James Finlay Limited, London.  In the opinion of the Directors, the 
Company’s ultimate parent undertaking and controlling party is John Swire and Sons Limited, which is 
incorporated in England.

1.4 Authorisation of Financial Statements

 The consolidated financial statements of the Group for the year ended 31st December 2014 were authorised for 
issue in accordance with a resolution of the Board of Directors on 24th February 2015.

2. Basis of preparation

2.1 Statement of compliance

 The Statement of financial position, Statements of Profit and Loss and Other Comprehensive income, Statement 
of changes in equity and Statement of cash flows, together with Accounting Policies and Notes (“Financial 
Statements”) of the Group as at 31st December 2014 and for the year then ended, comply with the Sri Lanka 
Accounting Standards (SLFRSs/LKASs) as laid down by the Institute of Chartered Accountants of Sri Lanka and 
the requirements of the Companies Act No. 07 of 2007.
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2.2 Basis of measurement

 The financial statements have been prepared on the historical cost basis except for the following material items in 
the statement of financial position:

• The defined benefit asset is recognised as plan assets, plus unrecognised past service cost, less the present 
value of the defined benefit obligation.

• Derivative financial instruments are measured at fair value.

2.3 Functional and presentation currency

 These consolidated financial statements are presented in Sri Lankan Rupees, which is the Company’s functional 
currency. All financial information presented in LKR has been rounded to the nearest thousands, except when 
otherwise indicated.

2.4 Use of estimates and judgments

 The preparation of the consolidated financial statements in conformity with SLFRSs/LKASs requires management 
to make judgements, estimates and assumptions that affect the application of accounting policies and the 
reported amounts of assets, liabilities, income and expenses. Actual results may differ from these estimates.

 Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are 
recognised in the period in which the estimates are revised and in any future periods affected.

 Information about critical judgements in applying accounting policies that have the most significant effect on the 
amounts recognised in the consolidated financial statements is included in the following notes:

• Note 6 - classification of investment property

 Information about assumptions and estimation uncertainties that have a significant risk of resulting in a material 
adjustment within the next financial year are included in the following notes:

• Note 20 - measurement of defined benefit obligations
• Note 19 - deferred taxation 
• Note 31 - contingencies

3.	 Significant	accounting	policies

 The accounting policies set out below have been applied consistently to all periods presented in these 
consolidated financial statements.

 The accounting policies have been applied consistently by all the Group entities.

3.1 Basis of consolidation

3.1.1 Business combinations

 The Group accounts for business combinations using the acquisition method when control is transferred to the 
Group. The consideration transferred in the acquisition is generally measured at fair value, as are the identifiable 
net assets acquired. Any goodwill that arises is tested annually for impairment. Any gain on a bargain purchase is 
recognised in profit or loss immediately. Transaction costs are expensed as incurred, except if related to the issue 
of debt or equity securities. 
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 The consideration transferred does not include amounts related to the settlement of pre-existing relationships. 
Such amounts are generally recognised in profit or loss. 

 Any contingent consideration is measured at fair value at the date of acquisition. If an obligation to pay contingent 
consideration that meets the definition of a financial instrument is classified as equity, then it is not re-measured 
and settlement is accounted for within equity. Otherwise, subsequent changes in the fair value of the contingent 
consideration are recognised in profit or loss.

 
3.1.2 Subsidiaries

 Subsidiaries are entities controlled by the Group. The financial statements of subsidiaries are included in the 
consolidated financial statements from the date that control commences until the date that control ceases.

3.1.3 Loss of control

 On the loss of control, the Group de-recognises the assets and liabilities of the subsidiary, any non-controlling 
interests and the other components of equity related to the subsidiary. Any surplus or deficit arising on the loss of 
control is recognised in profit or loss. If the Group retains any interest in the previous subsidiary, then such interest 
is measured at fair value at the date that control is lost.

 Subsequently it is accounted for as an equity-accounted investee or as an available-for-sale financial asset 
depending on the level of influence retained.

3.1.4 Non-controlling interests

 Non-controlling interests are measured at their proportionate share of the acquiree’s identifiable net assets at the 
date of acquisition. 

 Changes in the Group’s interest in a subsidiary that do not result in a loss of control are accounted for as equity 
transactions.

3.1.5 Investments in joint ventures

 Joint ventures are those entities over whose activities the Group has joint control, established by contractual 
agreement and requiring unanimous consent for strategic financial and operating decisions.

 The results of the Joint Venture, Finlays Linehaul Express (Pvt) Limited, in which the Company has a 50% holding 
has been accounted for using the equity method. 

 They are initially recognised at cost, which includes transaction costs. Subsequent to initial recognition, the 
consolidated financial statements include the Group’s share of the profit and loss and Other Comprehensive 
Income of equity-accounted investees, until the date on which significant influence or joint control ceases. 

3.1.6 Transactions eliminated on consolidation

 Intra-group balances and transactions, and any unrealised income and expenses arising from intra-group 
transactions, are eliminated in preparing the consolidated financial statements. Unrealised losses are eliminated 
in the same way as unrealised gains, but only to the extent that there is no evidence of impairment.
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3.2  Foreign currency

3.2.1 Foreign currency transactions

 Transactions in foreign currencies are translated to the respective functional currencies of Group entities at 
exchange rates at the dates of the transactions. Monetary assets and liabilities denominated in foreign currencies 
at the reporting date are re-translated to the functional currency at the exchange rate at that date. The foreign 
currency gain or loss on monetary items is the difference between amortised cost in the functional currency at the 
beginning of the year and the amortised cost in foreign currency translated at the exchange rate at the end of the 
year.

 Non-monetary assets and liabilities denominated in foreign currencies that are measured at fair value are 
re-translated to the functional currency at the exchange rate at the date that the fair value was determined. 
Non-monetary items in a foreign currency that are measured based on historical cost are translated using the 
exchange rate at the date of the transaction.

 Foreign currency differences are generally recognised in profit or loss.

3.2.2 Foreign operations

 The assets and liabilities of foreign operations, are translated to Sri Lankan Rupees at exchange rates at the 
reporting date. The income and expenses of foreign operations, are translated to Sri Lankan Rupees at exchange 
rates at the dates of the transactions.

 Foreign currency differences are recognised in other comprehensive income, and presented in the foreign 
currency translation reserve (translation reserve) in equity. 

3.3 Financial instruments

3.3.1	 Non-derivative	financial	assets

 The Group initially recognises loans and receivables on the date that they are originated. All other Financial 
assets are recognised initially on the trade date, which is the date that the Group becomes a party to the 
contractual provisions of the instrument.

 The Group de-recognises a financial asset when the contractual rights to the cash flows from the asset expire, or 
it transfers the rights to receive the contractual cash flows in a transaction in which substantially all the risks and 
rewards of ownership of the financial asset are transferred. Any interest in such transferred financial assets that is 
created or retained by the Group is recognised as a separate asset or liability.

 Financial assets and liabilities are offset and the net amount presented in the statement of financial position when, 
and only when, the Group has a legal right to offset the amounts and intends either to settle on a net basis or to 
realise the asset and settle the liability simultaneously.

 The Group classifies non-derivative financial assets into the following categories: financial assets at fair value 
through profit or loss, held-to-maturity financial assets, loans and receivables and available-for-sale financial 
assets.

notes to the 
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3.3.1.1 Loans and receivables

 Loans and receivables are financial assets with fixed or determinable payments that are not quoted in an 
active market. Such assets are recognised initially at fair value plus any directly attributable transaction costs. 
Subsequent to initial recognition, loans and receivables are measured at amortised cost using the effective 
interest method, less any impairment losses.

 Loans and receivables comprise cash and cash equivalents, and trade and other receivables.

 Cash and cash equivalents

 Cash and cash equivalents comprise cash balances and call deposits with maturities of three months or less 
from the acquisition date that are subject to an insignificant risk of changes in their fair value, and are used by the 
Group in the management of its short-term commitments.

3.3.1.2	Available-for-sale	financial	assets

 Available-for-sale financial assets are non-derivative financial assets that are designated as available-for-sale 
or are not classified in any of the above categories of financial assets. Available-for-sale financial assets are 
recognised initially at fair value plus any directly attributable transaction costs. Subsequent to initial recognition, 
they are measured at fair value and changes therein, other than impairment  and foreign currency differences on 
available-for-sale debt instruments, are recognised in other comprehensive income and presented in the fair value 
reserve in equity. When an investment is de-recognised, the gain or loss accumulated in equity is re-classified to 
profit or loss. 

 Available-for-sale financial assets comprise equity securities and debt securities.

3.3.2 Non-derivative Financial liabilities

 Other financial liabilities are recognised initially on the trade date, which is the date that the Group becomes a 
party to the contractual provisions of the instrument.

 The Group de-recognises a financial liability when its contractual obligations are discharged, cancelled or expire. 
The Group classifies non-derivative financial liabilities into the other financial liabilities category. Such financial 
liabilities are recognised initially at fair value less any directly attributable transaction costs.

 Subsequent to initial recognition, these financial liabilities are measured at amortised cost using the effective 
interest method.

 Other financial liabilities comprise loans and borrowings, bank overdrafts, and trade and other payables.

 Bank overdrafts that are repayable on demand and form an integral part of the Group’s cash management are 
included as a component of cash and cash equivalents for the purpose of the statement of cash flows.
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3.3.3 Stated capital

3.3.3.1 Ordinary shares

 Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of ordinary shares are 
recognised as a deduction from equity, net of any tax effects.

3.3.3.2 Reserve for own shares

 The Finlays Colombo PLC Employees’ Share Trust (administered by Jaycey Trust Services (Private) Limited) was 
set up on 16th June, 1996. The Trust purchased 137,357 ordinary shares of LKR 10.00 each at the market price 
of LKR 55.00 per share. The payment for the shares was made by the Trustees from the proceeds of an interest 
free loan of LKR 7.6 million granted by the Company to the Trust. This loan is repayable by the trustees utilising 
part of the net income of the Trust. 

 The share trust loan outstanding as at each reporting period shall be accounted directly in equity. (Equity shall be 
presented net of loan outstanding) in the consolidated financial statements.

3.3.4	 Derivative	financial	instruments,	including	hedge	accounting

 The Group holds derivative financial instruments to hedge its foreign currency exposures. 

 Derivatives are initially recognised at fair value; any directly attributable transaction costs are in profit or loss 
as incurred. Subsequent to initial recognition, derivatives are measured at fair value and changes therein are 
generally recognised in profit or loss. 

3.4 Property, plant and equipment

3.4.1 Recognition and measurement

 Items of property, plant and equipment are measured at cost less accumulated depreciation and accumulated 
impairment losses. The cost of certain items of property, plant and equipment was determined by reference to a 
previous SLASs revaluation. The Group elected to apply the optional exemption to use this previous revaluation 
as deemed cost at 1st January 2011, the date of transition.

 Cost includes expenditure that is directly attributable to the acquisition of the asset. The cost of self-constructed 
assets includes the cost of materials and direct labour, any other costs directly attributable to bringing the assets 
to a working condition for their intended use, the costs of dismantling and removing the items and restoring the 
site on which they are located, and borrowing costs on qualifying assets.

 Purchased software that is integral to the functionality of the related equipment is capitalised as part of that 
equipment.

 When parts of an item of property, plant and equipment have different useful lives, they are accounted for as 
separate items (major components) of property, plant and equipment. 

 Gains and losses on disposal of an item of property, plant and equipment are determined by comparing the 
proceeds from disposal with the carrying amount of property, plant and equipment, and are recognised net within 
other income/other expenses in profit or loss.
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3.4.2 Subsequent costs

 The cost of replacing a part of an item of property, plant and equipment is recognised in the carrying amount of 
the item if it is probable that the future economic benefits embodied within the part will flow to the Group, and its 
cost can be measured reliably. The carrying amount of the replaced part is de-recognised. The costs of the day-
to-day servicing of property, plant and equipment are recognised in profit or loss as incurred.

3.4.3 Depreciation

 Depreciation is calculated over the depreciable amount, which is the cost of an asset, or other amount substituted 
for cost, less its residual value.

 Depreciation is recognised 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.

 Leased assets are depreciated over the shorter of the lease term and their useful lives unless it is reasonably 
certain that the Group will obtain ownership by the end of the lease term. Land is not depreciated.

 The estimated useful lives for the current and comparative periods are as follows:

 Buildings - 67 years

 Plant and Machinery - 10 years to 20 years

 Factory and other Equipment - 5 years to 10 years

 Furniture, Fittings and Office Equipment - 4 years to 7 years

 Motor Vehicles - 4 years

 Pallets - 2 years to 4 years

3.5  Investment property

 Investment property is property held either to earn rental income or for capital appreciation or for both, but not for 
sale in the ordinary course of business, use in the production or supply of goods or services or for administrative 
purposes.

 
 Investment property is measured at cost. When the use of a property changes such that it is re-classified as 

property, plant and equipment, its carrying value at the date of re-classification becomes its cost for subsequent 
accounting.

3.6 Leased assets

 Leases in terms of which the Group assumes substantially all the risks and rewards of ownership are classified 
as finance leases. Upon initial recognition the leased asset is measured at an amount equal to the lower of its 
fair value and the present value of the minimum lease payments. Subsequent to initial recognition, the asset is 
accounted for in accordance with the accounting policy applicable to that asset.
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3.7 Inventories

 Inventories are measured at the lower of cost and net realisable value. The cost of inventories is based on the 
first-in first-out or weighted average principle, and includes expenditure incurred in acquiring the inventories, 
production or conversion costs and other costs incurred in bringing them to their existing location and condition. 

 In the case of manufactured inventories and work in progress, cost includes an appropriate share of production 
overheads based on normal operating capacity. 

 Net realisable value is the estimated selling price in the ordinary course of business, less the estimated costs of 
completion and selling expenses.

3.8  Impairment

3.8.1	 Non-derivative	financial	assets

 A financial asset not classified as at fair value through profit or loss is assessed at each reporting date to 
determine whether there is objective evidence that it is impaired. A financial asset is impaired if there is objective 
evidence of impairment as a result of one or more events that occurred after the initial recognition of the asset, 
and that loss event(s) had an impact on the estimated future cash flows of that asset that can be estimated 
reliably.

 Objective evidence that financial assets are impaired includes default or delinquency by a debtor, restructuring of 
an amount due to the Group on terms that the Group would not consider otherwise, indications that a debtor or 
issuer will enter bankruptcy, adverse changes in the payment status of borrowers or issuers, economic conditions 
that correlate with defaults or the disappearance of an active market for a security. In addition, for an investment 
in an equity security, a significant or prolonged decline in its fair value below its cost is objective evidence of 
impairment.

3.8.1.1 Financial assets measured at amortised cost

 The Group considers evidence of impairment for financial assets measured at amortised cost at both a specific 
asset and collective level. All individually significant assets are assessed for specific impairment. Those found not 
to be specifically impaired are then collectively assessed for any impairment that has been incurred but not yet 
identified. Assets that are not individually significant are collectively assessed for impairment by grouping together 
assets with similar risk characteristics.

 In assessing collective impairment, the Group uses historical trends of the probability of default, the timing 
of recoveries and the amount of loss incurred, adjusted for management’s judgement as to whether current 
economic and credit conditions are such that the actual losses are likely to be greater or less than suggested by 
historical trends.

 An impairment loss in respect of a financial asset measured at amortised cost is calculated as the difference 
between its carrying amount and the present value of the estimated future cash flows discounted at the asset’s 
original effective interest rate. Losses are recognised in profit or loss and reflected in an allowance account 
against loans and receivables or held-to-maturity investment securities.
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 Interest on the impaired asset continues to be recognised. When an event occurring after the impairment was 
recognised causes the amount of impairment loss to decrease, the decrease in impairment loss is reversed 
through profit or loss.

3.8.1.2	Available-for-sale	financial	assets

 Impairment losses on available-for-sale financial assets are recognised by re-classifying the losses accumulated 
in the fair value reserve in equity to profit or loss. The cumulative loss that is re-classified from equity to profit 
or loss is the difference between the acquisition cost, net of any principal repayment and amortisation, and 
the current fair value, less any impairment loss recognised previously in profit or loss. Changes in cumulative 
impairment losses attributable to application of the effective interest method are reflected as a component of 
interest income. If, in a subsequent period, the fair value of an impaired available-for-sale debt security increases 
and the increase can be related objectively to an event occurring after the impairment loss was recognised, 
then the impairment loss is reversed, with the amount of the reversal recognised in profit or loss. However, any 
subsequent recovery in the fair value of an impaired available-for-sale equity security is recognised in other 
comprehensive income.

3.8.1.3 Equity-accounted investees

 An impairment loss in respect of an equity-accounted investee is measured by comparing the recoverable amount 
of the investment with its carrying amount. An impairment loss is recognised in profit or loss, and is reversed if 
there has been a favourable change in the estimates used to determine the recoverable amount. 

3.8.1.4	Non-financial	assets

 The carrying amounts of the Group’s non-financial assets, investment property and inventories, are reviewed at 
each reporting date to determine whether there is any indication of impairment. If any such indication exists, then 
the asset’s recoverable amount is estimated. An impairment loss is recognised if the carrying amount of an asset 
or cash generating unit (CGU) exceeds its recoverable amount.

3.9	 Employee	benefits

3.9.1	 Retirement	benefit	obligations

3.9.1.1	Defined	benefit	plan	–	Gratuity

 A defined benefit plan is a post-employment benefit plan other than a defined contribution plan. The Group’s net 
obligation in respect of defined benefit plans is calculated separately by estimating the amount of future benefit 
that employees have earned in return for their service in the current and prior periods; that benefit is discounted to 
determine its present value. The retirement benefit plan adopted is as required under the Payment of Gratuity Act 
No.12 of 1983. 

 Provision for gratuity on the employees of the Company and Group are based on actuarial valuation as 
recommended by Sri Lanka Accounting Standard No.19 ‘Employee Benefits’ (LKAS-19). The actuarial valuation 
was carried out by a professionally qualified firm of actuaries, as at 31st December 2014. The valuation method 
used by the actuary is “Projected Unit Credit Method”. The Group recognises any actuarial gains and losses 
arising from defined benefit plan immediately in other comprehensive income and all expenses related to defined 
benefit plan in personnel expenses in the statement of comprehensive income.
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3.9.1.2	Defined	contribution	plan	–	MSPS/EPF/ETF

 A defined contribution plan is a post-employment benefit plan under which an entity pays fixed contributions 
into a separate entity and will have no legal or constructive obligation to pay further amounts. Obligations for 
contributions to defined contribution pension plans are recognised as an employee benefit expense in profit 
or loss in the periods during which services are rendered by employees. Employees are eligible for Mercantile 
Service Provident Society Fund contributions or Employees’ Provident Fund contributions and Employees’ Trust 
Fund contributions in line with respective statutes and regulations.

3.9.2	 Short-term	employee	benefit	

 Short-term employee benefit obligations are measured on an undiscounted basis and are expensed as the related 
service is provided.

3.10 Provisions
 A provision is recognised if, as a result of a past event, the Group has a present legal or constructive obligation 

that can be estimated reliably, and it is probable that an outflow of economic benefits will be required to settle the 
obligation. Provisions are determined by discounting the expected future cash flows at a pre-tax rate that reflects 
current market assessments of the time value of money and the risks specific to the liability. The unwinding of the 
discount is recognised as finance cost.

3.11 Revenue

3.11.1 Revenue recognition

 Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Group and the 
revenue and associated costs incurred or to be 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 after eliminating sales 
within the Group. 

 The following specific criteria are used for the purpose of recognition of revenue:

a) Sale of goods
 Revenue from the sale of goods in the course of ordinary activities is measured at the fair value of the 

consideration received or receivable, net of returns, trade discounts and volume rebates.

 Revenue from sale of goods is recognised when the significant risks and rewards of ownership of the 
goods have passed to the buyer; with the Group retaining neither continuing managerial involvement to the 
degree usually associated with ownership, nor effective control over the goods sold.

b) Rendering of services
i. Environmental Services
 Revenue from Environmental services is recognised on a proportionate basis by reference to the time 

period of the contract.
ii.  Warehousing Income
 Income from warehousing is calculated by reference to the time period of the contract, on an accrual 

basis.
iii. Cold Storage Income
 Income from providing cold storage facilities is calculated by reference to the time period and the 

storage space of the contract on an accrual basis.
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c) Rental income
 Rental income is recognised on an accrual basis.

d) Dividend income
 Dividend income is recognised on a cash basis.

e) Commissions
i. Insurance Commissions
 Insurance commission is recognised on the effective commencement or renewal of the related 

policies.
ii. Other Agency Commission
 Other Agency Commission is recognised when parties to a contract, viz. our principals and 

customers, have acted on a binding obligation.

3.12 Leases

3.12.1 Lease payments

 Payments made under operating leases are recognised in profit or loss on a straight-line basis over the term of 
the lease. Lease incentives received are recognised as an integral part of the total lease expense, over the term 
of the lease.

 Minimum lease payments made under finance leases are apportioned between the finance expense and the 
reduction of the outstanding liability. The finance expense is allocated to each period during the lease term so as 
to produce a constant periodic rate of interest on the remaining balance of the liability.

3.13	 Finance	income	and	finance	costs

 Finance income comprises interest income on funds invested, dividend income and net gain or loss on forward 
exchange contracts. Interest income is recognised as it accrues in profit or loss, using the effective interest 
method. Dividend income is recognised in profit or loss on cash basis.

 Finance costs comprise interest expense on borrowings and export bills discounting.

 Borrowing costs that are not directly attributable to the acquisition, construction or production of a qualifying asset 
are recognised in profit or loss using the effective interest method. 

3.14 Taxes

 Current tax

 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 taxation authorities. The tax rates and tax laws used to compute the amount are 
those that are enacted or substantively enacted by the reporting date.

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

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

 Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the year when 
the asset is realised or the liability is settled, based on tax rates (and tax laws) that have been enacted or 
substantively enacted at the reporting date.

 Deferred tax relating to items recognised directly in equity is recognised in equity and not in the income statement. 
Deferred tax liabilities have not been recognised for taxable temporary differences associated with investments 
in subsidiaries and joint venture to the extent that the timing of reversal of the temporary differences can be 
controlled and it is probable that the temporary differences will not reverse in the foreseeable future.

 Turnover based taxes

 Turnover based taxes include Value Added Tax (VAT), Economic Service Charge (ESC), Nation Building Tax 
(NBT), in respect of trading activities. Companies in the Group pay such taxes in accordance with the respective 
statutes.

3.15 Segment reporting

 The Group has three reportable segments, as described below, which are the Group’s strategic divisions. The 
strategic divisions offer different products and services, and are managed separately because they require 
different technology and marketing strategies. For each of the strategic divisions, the Group’s CEO (the chief 
operating decision maker) reviews internal management reports on at least a monthly basis. The following 
summary describes the operations in each of the Group’s reportable segments.

• Tea Exports - tea blending and packing for export, manufacture and export of speciality teas such as green 
tea.

• Logistics - providing cold storage facilities and warehousing of tea.
• Services - Insurance Brokering, Environmental Services, representing an international airline as its General 

Sales Agent.

4. Standards issued but not yet effective

 The Institute of Chartered Accountants of Sri Lanka has issued the following new Sri Lanka Accounting Standard 
which will become applicable for financial periods beginning on or after 1st January 2015. Accordingly, the Group 
has not applied the following new standards in preparing these consolidated financial statements. 

• SLFRS 15 – “Revenue from Contracts with Customers” establishes a comprehensive framework for 
determining whether, how much and when revenue is recognised. It replaces existing revenue recognition 
guidance LKAS 18 Revenue, LKAS 11 Construction Contracts. 

 SLFRS 15 is effective for annual reporting period beginning on or after 1st January 2017, with early adoption 
permitted.
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5. Property, plant and equipment 
5.1 Group Land and Plant and Furniture, Motor Pallets Capital Total
 	 	buildings	 	machinery	 	fittings	and		 vehicles	 	 work-in-	
   	 	 	 office		 	 	 progress
     equipment    
As at 31st December 	 LKR	‛000	 LKR	‛000	 LKR	‛000	 LKR	‛000	 LKR	‛000	 LKR	‛000	 LKR	‛000
       
Cost or deemed cost
Balance at 1st January 2014  3,915,587   1,452,999  297,490   80,657   66,684   14,378   5,827,795 
Additions  2,805   44,674   12,340   10,049   11,176   29,538   110,582 
Disposals  -     (22,747)  (1,151)  (8,277)  -     -     (32,175)
Transfers from W.I.P  3,492   19,288   8,270   260   -     (31,310)  -
Re-classification to investment property  (7,042) - - - - -  (7,042)
Balance at 31st December 2014  3,914,842   1,494,214   316,949   82,689   77,860   12,606   5,899,160 
         
Depreciation        
Balance at 1st January 2014  57,779   864,463   209,668   56,010   54,105   -     1,242,025 
Charge for the year  24,975   89,266   31,657  12,429   2,029   -     160,356 
Disposals -  (12,072)  (978)  (7,108) - -  (20,158)
Re-classification to investment property  (445) - - - - - (445)
Balance at 31st December 2014  82,309   941,657   240,347   61,331   56,134   -     1,381,778 
         
Carrying amounts        
At 1st January 2014  3,857,808   588,536   87,822   24,647   12,579   14,378   4,585,770 
At 31st December 2014  3,832,533   552,557   76,602   21,358   21,726   12,606   4,517,382

5.1.1 Property, plant and equipment includes fully depreciated assets having a gross carrying amount of LKR 684 million 
 (2013: LKR 571 million).

5.1.2 Based on the assessment carried out internally by the Board of Directors, no provision was required for the potential impairment 
of fixed assets as at 31st December 2014.

5.1.3 There were no capitalised borrowing costs related to the acquisition of property, plant and equipment during the year (2013: nil).  
       

5.1.4  There were no items of property, plant and equipment pledged as security as at 31st December 2014.

notes to the 

FInanCIaL stateMents ContD...



Finlays Colombo PLC   |   Annual Report 201452

5. Property, plant and equipment 
5.2 Company  Land and Plant and Furniture, Motor Capital Total
 	 	 	buildings	 	machinery	 	fittings	and		 vehicles	 work-in-
  	 	 	 office		 	 progress
     equipment    
As at 31st December	 	 LKR	‛000	 LKR	‛000	 LKR	‛000	 LKR	‛000	 LKR	‛000	 LKR	‛000
       
Cost or deemed cost
Balance at 1st January 2014   2,069,480   696,500   235,159   10,475   3,674   3,015,288 
Additions  -  7,095   6,816   1,281   5,284   20,476 
Disposals  - - - - - -
Re-classification to investment property   (7,042) - - - -  (7,042)
Transfers from W.I.P  - -  8,110   260   (8,370)  -   
Balance at 31st December 2014   2,062,438   703,595   250,085   12,016   588   3,028,722 
         
Depreciation        
Balance at 1st January 2014   3,584   418,720   158,093   9,105   -     589,502 
Charge for the year   1,118   42,096   23,765   858  -  67,837 
Disposals  - - - - - - 
Re-classification to investment property   (445) - - - - (445)
Balance at 31st December 2014   4,257   460,816   181,858   9,963   -     656,894 
         
Carrying amounts        
At 1st January 2014   2,065,896   277,780   77,066   1,370   3,674   2,425,786 
At 31st December 2014   2,058,181   242,779   68,227   2,053   588   2,371,828

5.2.1 Property, plant and equipment includes fully depreciated assets having a gross carrying amount of LKR 391 million 
 (2013: LKR 326 million).        

   
5.2.2 Based on the assessment carried out internally by the Board of Directors, no provision was required for the potential impairment 

of fixed assets as at 31st December 2014.         
   

5.2.3 There were no capitalised borrowing costs related to the acquisition of property, plant and equipment during the year (2013: nil).  
       

5.2.4 There were no items of property, plant and equipment pledged as security as at 31st December 2014.
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5. Property, plant and equipment     
5.3 Group real estate portfolio   Net carrying Net carrying
    amount amount
  Buildings Land in 2014 2013
Owning	company	and	location	 in	sq.ft	 acres	 LKR	‛000	 LKR	‛000
 
 Finlays Colombo PLC  140,947  3A: 1R : 36.0P  2,080,887   2,083,585 
 186, Vauxhall Street, Colombo 02     
     
 Finlays Colombo PLC  -    1A: 3R: 13.53P  58,815   58,815 
 No. 105/4, Etampolawatta, Hendala, Wattala     
     
 Finlay Properties (Pvt) Ltd  204,422  7A: 3R: 8.63P  729,102   735,233 
 No. 74, Ragama Rd, Mahawatte, Welisara     
     
 Finlay Properties (Pvt) Ltd  -    4A: 0R: 9.82P  194,946   194,946 
 No. 74/1, Ragama Rd, Mahawatte, Welisara     
 (Occupied by Finlay Cold Storage (Pvt) Ltd)     
     
 Finlay Cold Storage (Pvt) Ltd  102,632   -     725,716   739,302 
 No. 74/1, Ragama Rd, Mahawatte, Welisara     
     
 Finlay Rentokil Ceylon (Pvt) Ltd  15,032  1A: 1R: 14.60P  52,047   52,219 
 No. 105/4, Etampolawatta, Hendala, Wattala     
     
 Finlay Teas (Pvt) Ltd  27,186   18A: 0R: 24.0P   55,790   53,461 
 Haldummulla     
     
 Consolidated value of Land and Buildings  490,219   36A: 2R: 26.58P   3,897,632  3,917,561 

6.    Investment property  Group Company
  2014 2013 2013 2013
	 Note	 LKR	‛000	 	LKR	‛000		 LKR	‛000	 LKR	‛000
Cost or deemed cost      
Balance at 1st January   63,455   16,647   81,014   38,844 
Re-classification from Property, plant and equipment 6.4  7,042   46,808   7,042   42,170 
Balance at 31st December   70,497   63,455   88,056   81,014 
      
Depreciation      
Balance at 1st January   3,702   791   4,510   1,442 
Re-classification from Property, plant and equipment 6.4  445   1,737   445   1,565 
Charge for the year   1,251   1,174   1,581   1,503
Balance at 31st December   5,398   3,702   6,536   4,510 
      
Net carrying amount   65,099   59,753   81,520   76,504 

6.1 The Group has earned  LKR 37.0 million for the year ended 31st December 2014 (2013: LKR 21.0 million) as rental 
income from the above investment properties.

6.2 The Company has earned  LKR 46.7 million for the year ended 31st December 2014 (2013: LKR 27.2 million) as rental 
income from the above investment properties.

6.3 The Group land and buildings including those classified as investment properties were revalued as at 31st December 
2010 by Mr. P. W. De S. Senaratne, an independent valuer. Such values have been taken as deemed cost of both 
property, plant and equipment and investment properties as at 01st January 2011. There were no significant differences 
between market value and net carrying value of investment properties as at 31st December 2014.

6.4 The Group/Company has re-classified part of Land and Buildings located at 186, Vauxhall Street, Colombo 2 to 
investment property, due to renting out premises to a third party.
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7.   Investments in subsidiaries   Company
						Non-quoted	 Holding	 	 2014	 2013
 Note	 %	 		 LKR	‛000	 LKR	‛000

Finlay Rentokil Ceylon (Pvt) Ltd.   100    11,000   11,000 
Finlay  Airline Agencies (Pvt) Ltd.   100    50   50 
Finlay Tea Solutions Colombo (Pvt) Ltd.   100    200   200 
Finlay Teas (Pvt) Ltd.   100    28,000   28,000 
Finlay Properties (Pvt) Ltd.   100    200,830   200,830 
Finlay Plantation Management (Pvt) Ltd.   100    500   500 
James Finlay Plantation Holdings (Pvt) Ltd. 7.1  100    -     1,605,900 
Finlay Insurance Brokers (Pvt) Ltd.   100    2,500   2,500 
Finlay Cold Storage (Pvt) Ltd.   100    585,000   585,000 
Finlays Maldives (Pvt) Ltd.  75   3,099   3,099 
Total non-quoted Investments in subsidiaries     831,179   2,437,079 
Permanent decline in value - James Finlay Plantation Holdings (Pvt) Ltd. 7.1    -     (995,257)
     831,179   1,441,822  

7.1 James Finlay Plantation Holdings (Pvt) Ltd was wound-up during the year and has been struck off on 30th June 2014 from 
the Register of Companies under the Section 394(3) of the Companies Act.  

      
8. Equity accounted investee - Group Holding	 2014	 2013	 2012
  % LKR ‘000 LKR ‘000 LKR ‘000
      
 Investment in joint venture - Finlays Linehaul Express (Pvt) Ltd 50  17,418   15,055   9,136 

 Equity accounted investee - Company     
   
 Investment in joint venture - Finlays Linehaul Express  (Pvt) Ltd 50  1,325   1,325   1,325 

 The summarised financial information of the Group’s investment in Finlays Linehaul Express  (Pvt) Ltd.

8.1 Share of joint venture’s balance sheet     
    
 Non-current assets   5,648   5,336   646 
 Current assets   26,297   23,693   20,480 
 Non-current liabilities   (38)  (57)  (67)
 Current liabilities   (14,489)  (13,917)  (11,923)
 Net assets   17,418   15,055   9,136 
      
8.2	 Share	of	Joint	venture’s	revenue	and	profit     
 Revenue   80,086   70,972   65,413 
 Expenses  (68,243)  (61,691)  (56,757)
 Profit before tax   11,843   9,281   8,656
 Tax   (2,986)  (2,700)  (2,013)
 Profit after tax   8,857   6,581   6,643 
 Dividend    (6,494)  (662)  (3,843)
    2,363   5,919   2,800
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   Group   Group
Statement	of	financial	position	 	 31 Dec 2013  31 Dec 2013 01 Jan 2013  01 Jan 2013
 Note As previously Adjustment As restated As previously Adjustment As restated 
  reported   reported
  LKR ‘000  LKR ‘000 LKR ‘000 LKR ‘000  LKR ‘000 LKR ‘000
Assets        
Property, plant and equipment  5  4,586,465   (695)   4,585,770   4,457,253   (646)   4,456,607 
Investment property 6  59,753  -  59,753   15,856  -  15,856 
Investments in subsidiaries 7  -     -     -    - - - 
Equity accounted investee 8  -    15,055  15,055   -    9,136  9,136 
Other investments 9.1  5,637   (4,641)   996   738   -     738 
Defined benefits obligation - plan assets 20.1  105,207  -  105,207   105,907  -  105,907 
Employees’ share trust loan 11  -     -     -    - - - 
Non-current assets   4,757,062  9,719   4,766,781   4,579,754   8,490  4,588,244 
        
Inventories  12  547,279  -  547,279   559,033  -  559,033 
Other investments, including derivatives 9.2  14,818  -  14,818   8,258  -  8,258 
Trade and other receivables 13  794,147   (17,296)   776,851   639,216   (13,187)   626,029 
Amounts due from related companies 10.1  630  -  630   600  -  600 
Current tax assets   42,368  -  42,368   45,818  -  45,818 
Cash and cash equivalents 14.1  547,464   (6,397)   541,067   629,820   (7,293)   622,527 
Current assets   1,946,706   (23,693)   1,923,013   1,882,745   (20,480)   1,862,265 
Total assets   6,703,768   (13,974)   6,689,794   6,462,499   (11,990)   6,450,509 
        
Equity        
Stated capital 15  636,194  -  636,194   636,194  -  636,194 
Reserves 16  253,841  -  253,841   253,209  -  253,209 
Retained earnings   4,731,001  -  4,731,001  4,555,819  -  4,555,819 
Equity attributable to owners of the Company   5,621,036   -     5,621,036   5,445,222   -     5,445,222 
Non-controlling interests   1,646  -  1,646   1,033  - 1,033
Total equity    5,622,682   -     5,622,682   5,446,255   -     5,446,255 
        
Liabilities        
Loans and borrowings 18  -     -     -     1,103  -  1,103 
Deferred tax liabilities 19  83,189   (57)   83,132   72,467  (67)  72,400 
Defined benefits obligation 20.2  116,838  -  116,838   114,749  -  114,749 
Non-current liabilities    200,027   (57)   199,970   188,319   (67)   188,252 
        
Trade and other payables 21  667,742   (11,820)   655,922   554,089   (10,594)   543,495 
Current tax liabilities   24,673  (2,097)   22,576   44,237   (1,329)   42,908 
Loans and borrowings 18  1,103  -  1,103   4,407  -  4,407 
Amounts due to related companies 17.1  12,029  -  12,029   26  -  26 
Bank overdrafts 14.2  175,512  -  175,512   225,166  -  225,166
Current liabilities    881,059   (13,917)   867,142   827,925   (11,923)   816,002 
Total liabilities   1,081,086   (13,974)   1,067,112   1,016,244   (11,990)   1,004,254 
Total equity and liabilities   6,703,768   (13,974)   6,689,794   6,462,499   (11,990)   6,450,509 

8.3 SLFRS 11 replaces LKAS 31 Interests in joint ventures and SIC on Jointly Controlled Entities (JCEs) and non-monetary 
contributions by ventures. SLFRS 11 removes the option to account for JCEs using proportionate consolidation. Instead, 
JCEs that meet the definition of a joint venture must be accounted for using the equity method.    
     
The application of this new standard has an impact of the financial position of the Group. This is due to the proportionate 
consolidating of the joint venture being changed to equity accounting. The Group has appilied the equity method of 
accounting and restated the comparative periods.

 The following table summarises the impact on the Group’s consolidated financial statements.
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                                    Group   
For the year ended  31 Dec 2013    31 Dec 2013 
 Note As previously  Adjustment  As restated  
Statement of Profit	and	Loss	and	Other	 	 reported	 	
Comprehensive Income  LKR ‘000   LKR ‘000  LKR ‘000  
                                                                  
Continuing operations       
Revenue 22  5,543,803    (70,972)   5,472,831 
Cost of sales   (4,495,162)   54,116   (4,441,046)
               
Gross	profit   1,048,641    (16,856)    1,031,785 
      
Other income 23  72,726    (1,105)    71,621 
Distribution expenses   (110,309)   173   (110,136)
Administrative expenses   (622,861)   8,935   (613,926)
Results from operating activities   388,197    (8,853)    379,344 
       
Finance income 25.1  41,231    (428)    40,803 
Finance cost 25.2  (35,377)  -   (35,377)
Net	finance	(cost)/income   5,854   (428)    5,426 
       
Share of profits of equity accounted investee  -  6,581   6,581 
Profit		before	tax   394,051    (2,700)    391,351 
       
Tax expense 27  (102,194)   2,700   (99,494)
Profit	from	continuing	operations   291,858   -    291,858 
       
Discontinued operations       
Results from discontinued operations net of tax 34.1  (8,061)  -   (8,061)
Profit	for	the	year   283,797   -   283,797 
       
Other comprehensive income       
Defined benefits plan actuarial gains/(losses) 20.6  (3,052)  -   (3,052)
Foreign currency translatiion difference  199  -  199
Income tax on other comprehensive income     -      
Other comprehensive income/(loss) for the year, net of tax  (2,853)  -   (2,853)
       
Total comprehensive income for the year   280,944  -   280,944 

8.3 Contd.
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9.     Other investments, including derivatives  
9.1  Non-current  
  Group Company
  2014 2013 2014 2013
As at 31st December	 Note	 LKR	‛000	 	LKR	‛000		 LKR	‛000	 LKR	‛000

Fixed deposits   996   996   996   996 
Debt securities (Finlay Properties (Pvt) Ltd) 9.3  -     -     85,546   85,546 
   996   996   86,542   86,542 

9.2   Current      
Forward exchange contracts used for hedging 9.4  367   14,818   367   14,818 
 
9.3 Interest-bearing available-for-sale financial assets represent the investment in cumulative preference shares of Finlay 

Properties (Pvt) Ltd (subsidiary company) with a carrying amount of LKR 85.5 million as at 31st December 2014          
(2013: LKR 85.5 million) having stated preference dividend rate of 8% p.a. and these shares can be redeemed at the 
option of the holder (Finlays Colombo PLC).

    
9.4 The Group’s exposure to credit, currency and interest rate risks related to other investments are disclosed in note 36. 

10.   Amounts due from related companies     
  Group Company
  2014 2013 2014 2013
As at 31st December	 Relationship	 LKR	‛000	 	LKR	‛000		 LKR	‛000	 LKR	‛000

Finlay Insurance Brokers (Pvt) Ltd Subsidiary  -     -     47,215   69,225 
Finlay Cold Storage (Pvt) Ltd Subsidiary  -     -     214,813   249,975 
Finlay Teas (Pvt) Ltd Subsidiary  -     -     25,648   8,017 
Finlay Plantation Management (Pvt) Ltd Subsidiary  -     -     343   249 
Finlays Maldives (Pvt) Ltd Subsidiary  -   -     -     1,991 
Hapugastenne Plantations PLC Affiliate   3   3   3   3 
Finlay Instant Teas (Pvt) Ltd Affiliate   -     27   -     27 
Finlays Linehaul Express (Pvt) Ltd Joint Venture  -    -     -     92 
James Finlay Plantation Holdings Lanka Ltd Affiliate   600   600   600   600 
    603   630   288,622   330,179 
11. Employees’ share trust loan
 The Finlays Colombo PLC Employees’ Share Trust (administered by Jaycey Trust Services (Private) Limited) was set up 

on 16th June, 1996. The Trust purchased 137,357 ordinary shares of LKR 10.00 each at the market price of LKR 55.00 
per share. The payment for the shares was made by the Trustees from the proceeds of an interest-free loan of               
LKR 7.6 million granted by the Company to the Trust.       
     

 Rule 5.6.10 of the amendments to the Listing Rules require existing employee share trusts to be wound up prior to 
1st March 2015. Subsequent to the year end, the Board of Directors have resolved that, subject to receiving requisite 
regulatory approval (if any), the Trustee be requested to place the entirety of the shares held by the Trustee for sale at the 
prevailing market prices and on conclusion of the sale, recover the balance outstanding on the loan and other expenses of 
the trust and thereafter distribute the proceeds to such employees who are beneficiaries of the Trust.

notes to the 
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12. Inventories   
  
  Group Company
  2014 2013 2014 2013
As at 31st December	 Note	 LKR	‛000	 	LKR	‛000		 LKR	‛000	 LKR	‛000

Tea stocks   460,554  341,651   464,532   333,812 
Packing materials   177,054   139,294   175,392   139,294 
Others   113,610   77,479   47,855   25,546 
   751,218   558,424   687,779   498,652 
Less: provision for slow moving and obsolete stocks   (12,999)  (11,145)  (12,999)  (11,145)
   738,219   547,279   674,780   487,507  
     
13. Trade and other receivables  2014 2013 2014 2013
	 	 LKR	‛000	 	LKR	‛000		 LKR	‛000	 LKR	‛000

Trade debtors   13.1  643,221   711,099   378,697   439,156 
Less: provision for doubtful debts   (7,509)  (11,811)  (348)  (348)
   635,712   699,288   378,349   438,808 

Other debtors   47,394   25,576   10,367   19,144 
Advances and pre-payments   29,491   26,320   26,978   23,247 
VAT recoverable   16,826  25,667   16,826   25,667 
   729,423   776,851   432,520   506,866  

13.1 The Group’s exposure to credit, currency and interest rate risks related to trade and other receivables are disclosed in       
note 36.

14. Components of cash and cash equivalents   
14.1   Favorable cash and cash equivalent balances   
  Group Company
  2014 2013 2014 2013
As at 31st December	 	 LKR	‛000	 	LKR	‛000		 LKR	‛000	 LKR	‛000

        Cash and bank balances   814,332   541,067   700,335   403,611 

14.2 Unfavorable bank balances       
     

 Bank overdrafts (unsecured)  (264,829)  (175,512)  (254,976)  (170,472)
 Net cash and cash equivalent for the purpose of       

   cash flow statement   549,503   365,555   445,359   233,139 
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15.  Stated capital  
15.1  Number of Ordinary Shares Issued and Fully Paid             Group Company
  2014 2013 2014 2013
As at 31st December	 	 ‛000	 	‛000		 ‛000	 ‛000

At the beginning of the year   35,000   35,000   35,000   35,000 
At the end of the year   35,000   35,000   35,000   35,000  

     
15.2  Value of Issued and Fully Paid Ordinary Shares  LKR	‛000	 	LKR	‛000		 LKR	‛000	 LKR	‛000	
At the beginning of the year   636,194   636,194   636,194   636,194 
At the end of the year   636,194   636,194   636,194  636,194 

The holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled to one vote per 
share at a meeting of the Company.

All shares rank equally with regard to the Company’s residual  assets. 

16. Reserves  Group Company
  2014 2013 2014 2013
As at 31st December Note	 LKR	‛000	 	LKR	‛000		 LKR	‛000	 LKR	‛000

Revenue reserves  16.1  258,577   258,577   258,273   258,273 
Translation reserves   17  149  - -
Other reserves  16.2  (4,695)  (4,885)  -     -   
   253,899   253,841   258,273   258,273    
16.1  Revenue reserves
General reserve   258,577   258,577   258,273   258,273 

16.1.1 General reserve which is a revenue reserve represents the amounts set aside by the Directors for general application.

16.2 Other reserves    
Reserve for own shares     
     At the beginning of the year  (4,885)  (5,368)  -     -   
     Employees’ share trust loan repayments   190   483   -     -   
     At the end of the year   (4,695)  (4,885)  -     -   

The reserve for the Company’s own shares comprises the cost of the Company’s shares held by the Group. At 31st December 
2014 the Group held 137,357 of the Company’s shares (2013 : 137,357) through Employees’ share trust (refer note 11). 

17. Amounts due to related companies  
   Group Company
  2014 2013 2014 2013
As at 31st December	 Relationship	 LKR	‛000	 	LKR	‛000		 LKR	‛000	 LKR	‛000

Finlay Tea Solutions Colombo (Pvt) Ltd. Subsidiary  -     -     200   200 
James Finlay Ltd. Parent company  12,900   12,029   12,900   12,029 
James Finlay Plantation Holdings (Pvt) Ltd. Subsidiary  -     -     -     610,643 
Finlay Properties (Pvt) Ltd. Subsidiary  -    -     14,968   8,676 
Finlay Rentokil Ceylon (Pvt) Ltd. Subsidiary  -     -     37,891   18,671 
Finlays Maldives (Pvt) Ltd. Subsidiary  -     -     5,864   -   
   12,900   12,029   71,823   650,219 

notes to the 

FInanCIaL stateMents ContD...



Finlays Colombo PLC   |   Annual Report 201460

18. Loans and borrowings  Group 
  2014 2013 
As at 31st December	 	 LKR	‛000	 	LKR	‛000		

Balance at the beginning of the year   1,103   5,510 
Repayments during the year   (1,103)  (4,407)
Balance at the end of the year    -     1,103 
      
Repayable within one year   -     1,103 
Repayable after one year   -     -   
   -     1,103 

18.1 The above unsecured loan was taken by Finlay Teas (Pvt) Ltd. in 2009, from NDB Bank for investment in an energy saving 
project. Applicable rate of interest is 6.5% p.a. and the loan is repayable within 5 years.  

19.  Deferred tax liabilities                                Group                    Company
  2014 2013 2014 2013
	 	 LKR	‛000	 	LKR	‛000		 LKR	‛000	 LKR	‛000

Balance at the beginning of the period   83,132   72,400   32,450   30,583
Effect of change in tax rate - Profit and loss   49,837   -    - - 
Origination/(reversal) of temporary difference   6,217   10,732   1,080   1,867 
Balance at the end of the period   139,186   83,132   33,530   32,450 
  
19.1 Deferred tax liabilities - Group
  2014 2013
   LKR ‘000 LKR ‘000 LKR ‘000 LKR ‘000 LKR ‘000 LKR ‘000
   Asset Liability Net Asset Liability Net
         
Property, plant and equipment   -     140,271   140,271   -     85,779   85,779 
Tax losses carried forward   (1,085)  -     (1,085)  (2,647)  -     (2,647)
Net deferred tax liability   (1,085)  140,271   139,186   (2,647)  85,779   83,132  
     
19.2 Deferred tax liabilities - Company 2014 2013
   LKR ‘000 LKR ‘000 LKR ‘000 LKR ‘000 LKR ‘000 LKR ‘000
   Asset Liability Net Asset Liability Net
         
Property, plant and equipment   -     34,615   34,615   -     35,097   35,097 
Tax losses carried forward   (1,085)  -     (1,085)  (2,647) -  (2,647)
Net deferred tax liability   (1,085)  34,615   33,530   (2,647)  35,097   32,450 

20.	 	Defined	benefits	 	
20.1  Defined benefits plan assets           Group Company
  2014 2013 2014 2013
As at 31st December	 	 LKR	‛000	 	LKR	‛000		 LKR	‛000	 LKR	‛000

Employees joined before 1992/93    
 - Eagle Mutual Fund   2,429   2,466   2,429   2,466  
Employees joined after 1992/93      
 - Plan assets   115,587   102,741   115,587   102,741 
    118,016   105,207   118,016   105,207  
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Retiring gratuity is a defined benefit plan - covering employees of the Group. The Group’s liability arising on retirement benefits 
of employees who joined prior to 1992/93 is externally funded and this has been invested in Eagle Mutual Funds. 

Subsequent to 1992, the externally funded policy purchased from AIA Insurance Lanka PLC, covers 687 (2013 -753) employees 
attached to the Group. 

The valuation method used by the actuary is the “Projected Unit Credit Method”, the method recommended by LKAS 19         
‘Employee Benefits’. The premium for the current year is LKR 11.6 million (2013: LKR 14.0 million).

Results of the actuarial valuation indicate the following, which have been accounted for.
 
  Group Company
  2014 2013 2014 2013
As at 31st December	 	 LKR	‛000	 	LKR	‛000		 LKR	‛000	 LKR	‛000

Fair value of the plan assets  115,587   102,741   115,587   102,741 
Present value of funded obligations   (126,386)  (116,033)  (126,386)  (116,033)
Present value of net obligation   (10,799)  (13,292)  (10,799)  (13,292)
       
The above net obligation has been provided for in the financial statements.    

20.3 Movement in fair value of plan assets          Group Company
  2014 2013 2014 2013
As at 31st December	 	 LKR	‛000	 	LKR	‛000		 LKR	‛000	 LKR	‛000

Fair value of plan assets at the beginning of the year   102,741   103,446   102,741   103,446 
Contribution paid into the plan   9,066   11,303   9,066   11,303 
Expected return on plan assets   10,788   11,379   10,788   11,379 
Benefits paid by the plan   (18,112)  (22,524)  (18,112)  (22,524)
Actuarial gains/(losses) on plan assets   11,104   (863)  11,104   (863)
Fair value of plan assets at the end of the year   115,587   102,741   115,587   102,741  
       
The above amount is invested with AIA Insurance Lanka PLC.

20.4 Movement in the present value of the defined benefit obligations     
 
Defined benefit obligations at the beginning of the year  116,033   113,647   116,033   113,647 
Current service cost   8,948   8,952   8,948   8,951 
Interest costs   12,268   13,770   12,268   13,770 
Benefits paid during the year   (18,112)  (22,524)  (18,112)  (22,524)
Actuarial (gains)/losses   7,249   2,188   7,249   2,189 
Defined benefit obligations at the end of the year   126,386   116,033   126,386   116,033 

notes to the 

FInanCIaL stateMents ContD...

20.2 Defined benefit obligations                                                                        Group                       Company
  2014 2013 2014 2013
As at 31st December	 	 LKR	‛000	 	LKR	‛000		 LKR	‛000	 LKR	‛000 
     
Employees joined before 1992/93      
 Present value of funded obligations     880   805   880   805
Employees joined after 1992/93      
 Present value of funded obligations    126,386   116,033  126,386   116,033 
   127,266   116,838   127,266   116,838 
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20.5 Expense recognised in profit or loss         
  Group Company
  2014 2013 2014 2013
As at 31st December	 	 LKR	‛000	 	LKR	‛000		 LKR	‛000	 LKR	‛000

Expected return on plan assets   (10,788)  (11,379)  (10,788)  (11,379)
Current service cost   8,948   8,952   8,948   8,951 
Interest costs on obligation   12,268   13,770   12,268   13,770 
    10,428   11,343   10,428   11,342  
 
The expense is recognised in the administrative expenses in the statement of comprehensive income.   
      
20.6 Actuarial gains and losses recognised in other comprehensive income    

Amount accumulated in retained earnings at 1st January   (2,003)  1,049   (2,003)  1,049 
Recognised during the year   3,855   (3,052)  3,855  (3,052)
Amount accumulated in retained earnings at 31st December   1,852   (2,003)  1,852   (2,003)
       
20.7 Actuarial assumptions      

Principal actuarial assumptions used are as follows      
Rate of discount  9.0% 10.5% 9.0% 10.5%
Future salary increases  5.0% 7.5% 5.0% 7.5%

Assumptions regarding mortality are based on A 1967/70 Mortality Table, issued by The Institute of Actuaries, London.

20.8 Sensitivity analysis - salary escalation rate as at 31st December 2014 
   
   If rate is  If rate is  
   4%  6%  
Estimated present value of defined benefit obligations   123,238  131,332

20.8 Sensitivity analysis - discount rate as at 31st December 2014 If rate is  If rate is  
   8%  10% 
Estimated present value of defined benefit obligations   130,664  123,919  
     

20.9 Historical information - Group and Company 2014 2013 2012 2011 2010

Present value of the defined benefit obligation  126,386   116,033   113,647   96,954   97,808 
Fair value of plan assets  (115,587)  (102,741)  (103,446)  (95,525)  (89,661)
(Surplus)/deficit in the plan  10,799   13,292   10,201   1,429   8,147 

21. Trade and other payables         
  Group Company
  2014 2013 2014 2013
As at 31st December Note	 LKR	‛000	 	LKR	‛000		 LKR	‛000	 LKR	‛000

Trade and other payables   371,550   311,333   240,480   202,647 
Trade payable to related companies 21.1  350,521   344,589   323,833   313,895 
    722,071   655,922   564,313   516,542 
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22. Revenue         
22.1  Goods and services analysis  Group Company
  2014 2013 2014 2013
As at 31st December	 	 LKR	‛000	 	LKR	‛000		 LKR	‛000	 LKR	‛000

Sales of goods   4,569,310   4,409,798   4,530,447   4,281,592 
Rendering of services  1,380,716  1,063,033   181,468   154,696 
   5,950,026  5,472,831   4,711,915   4,436,288  

22.2 Segment information        
22.2.1 Revenue and results  Segment revenue Segment result 
  2014 2013 2014 2013
As at 31st December	 	 LKR	‛000	 	LKR	‛000		 LKR	‛000	 LKR	‛000

Tea exports  4,569,310   4,331,671   101,492   185,579 
Logistics   587,876   487,498   194,055   165,301 
Services   792,431   660,462   273,836   207,837
Others/unallocated   74,610   53,587   (138,486)  (172,792)
    6,024,227   5,533,217   430,897   385,925 
Inter-segment revenue  (74,201)  (60,386)   
External revenue  5,950,026  5,472,831    
  
Finance income    14,346   40,803 
Finance cost    (46,184)  (35,377)
Profit	before	tax     399,059   391,351 

22.2.2 Assets, liabilities, etc. Total assets Total liabilities Purchase of property,  Depreciation  
    plant and equipment
  2014 2013 2014 2013 2014 2013 2014 2013
	 	 LKR	‛000	 LKR	‛000	 LKR	‛000	 LKR	‛000	 LKR	‛000	 LKR	‛000	 LKR	‛000	 LKR	‛000
          
Tea exports  1,239,467   1,588,924   440,014   368,245   25,212   60,221   60,578   53,458 
Logistics 2,073,519  2,073,418   40,610   36,489   50,720   250,527   64,915   63,775 
Services 700,347  720,870   423,482   390,294   24,081   17,921   20,990   22,652 
  4,013,333  4,383,212   904,106   795,028   100,013   328,669   146,483   139,885 
Investments  119,379   125,662   -     -     -    - - - 
Related company balances  603   630   12,900   12,029   -    - - - 
Unallocated  2,868,540   2,137,922  82,794   35,355   10,569  13,648   15,124   13,806 
Income tax recoverable/liabilities  32,047  42,368   31,442   24,673   -     -     -     -   
Deferred tax liabilities  -     -     139,186   83,189   -     -     -     -   
Other deferred liabilities  -     -     127,266   116,838   -     -     -     -   
  7,033,902  6,689,794   1,297,694   1,067,112   110,582   342,317   161,607   153,691 

notes to the 
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21.1   Trade payable to related company  Group Company
  2014 2013 2014 2013
As at 31st December	 Relationship	 LKR	‛000	 	LKR	‛000		 LKR	‛000	 LKR	‛000 
  
Cathay Pacific Airways Ltd.       Affiliate  350,521   344,589   323,833   313,895 
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22.2.3 Geographical segment         
  Group Company
  2014 2013 2014 2013
As at 31st December	 	 LKR	‛000	 	LKR	‛000		 LKR	‛000	 LKR	‛000
Revenue      
Europe   262,065   147,822   262,065   147,822 
America   295,483   223,258   295,483   223,258 
Middle East   3,555,559   3,549,021   3,555,559   3,549,021 
Far East  314,076   236,231   314,076   307,203 
Sri Lanka  1,406,096   1,239,442   190,017   164,225 
Rest of the world  116,748   77,057   94,716   44,759 
    5,950,026   5,472,831   4,711,915   4,436,288  

23. Other income     
  Group Company
  2014 2013 2014 2013
As at 31st December	 	 LKR	‛000	 	LKR	‛000		 LKR	‛000	 LKR	‛000

Profit/(loss) on sale of property, plant and equipment   -  4,210   -     1,064 
Exchange gain   12,996   66,486   10,916   63,473 
Sundry income   2,370   925   301   125 
    15,366   71,621   11,217   64,662 
24. Other expenses      
Loss on sale of  property, plant and equipment   5,751   -     -     -   
   5,751   -     -     -   

25.	 Finance	income	and	finance	cost			 	
  Group Company
  2014 2013 2014 2013
As at 31st  December	 	 LKR	‛000	 	LKR	‛000		 LKR	‛000	 LKR	‛000

25.1 Finance income      
Interest income on fixed and call deposits   3,464   3,252   2,285   2,400 
Interest income on loans and receivables   118   624   -     -   
Exchange gain on forward contracts  10,619   36,590   10,619   36,590 
Income from investments with related parties - dividend  - non quoted  -     -     267,288   260,246 
Income from other investments - dividend   145   337   145   337 
    14,346   40,803   280,337   299,573  
25.2 Finance cost      
Interest expense on overdrafts with banks   25,539   21,936   2,997   6,195 
Export bills discounting charges   20,645   13,176   20,506   13,176 
Interest expense on long-term borrowings   -     265   -     -   
                                   46,184   35,377   23,503   19,371 

Net	finance	(cost)/income	recognised	in	profit	or	loss	 	   (31,838)  5,426   256,834   280,202  
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26.	 Profit	before	tax
  Group Company
  2014 2013 2014 2013
As at 31st December	 	 LKR	‛000	 	LKR	‛000		 LKR	‛000	 LKR	‛000
Stated after charging/(crediting)      
      Directors’ emoluments   53,985   63,953    53,985  63,953 
      Auditors’ remuneration - statutory audit services   1,960   1,811   595   553 
                                      non audit related services   2,016   1,914   640   546  
Depreciation    161,607   153,691   69,418   61,787  
Personnel costs include     
 - Salaries and wages   401,111   392,275   220,292   213,168 
 - Defined contribution plan costs - MSPS/EPF and ETF   46,290   40,085   31,301   24,850 
 - Defined benefit plan costs - insurance premium   11,605   14,098   6,202   8,816 
Legal fees   1,787   1,622   805   1,241 
Donations   847   991   847   991 
Exchange gain/(loss)   23,615   (103,687)  21,535   (100,063)
Profit/(loss) on sale of  property, plant and equipment   (5,751)  4,210    -     1,064 
Advertising   33,199  34,289   30,928   32,308
 
27. Income tax expense  Group Company
  2014 2013 2014 2013
As at 31st December	 	 LKR	‛000	 	LKR	‛000		 LKR	‛000	 LKR	‛000
27.1 Current tax expense      
Current tax expense on ordinary activities for the year    74,928   60,331   10,321   3,453 
Under/(over) provision in respect of prior years   13,162   (492)  -    -
Dividend tax   29,699   28,916  -  -   
    117,789   88,756  10,321   3,453 
27.2 Deferred tax expense      
Charge/(release) made during the year from;      
Property, plant and equipment   54,484   9,922   (482)  1,071 
Tax losses carried forward   1,562   796   1,562   796 
Income tax expense reported in the income statement   173,835   99,474   11,401   5,320 
       
27.3 Reconciliation between accounting profit and taxable profit

Accounting profit before tax   399,059   391,351   261,015   278,411 
Adjustments relating to disallowances   211,123   182,450   106,634   87,686 
Adjustments relating to capital allowances   (228,604)  (226,177)  (64,814)  (71,928)
Adjustments relating to allowable income   (11,564)  (12,366)  (267,433)  (271,428)
Utilisation of tax losses   (14,901)  (7,961)  (14,901)  (7,961)
Utilisation of investment relief (effectively used amount)   (89,348)  (58,082) -  -   
Taxable profit   265,765   269,215   20,501   14,780 
       
Statutory tax rate %   10%-28%   10%-28%    10%-28%  10%-28% 
Income tax payable on profit   62,483   56,303   2,767   1,478 
Economic service charge written-off   7,554   1,975   7,554   1,975 
Income tax payable on turnover    4,891   4,763 -  -   
Current income tax expense    74,928   63,041   10,321   3,453

notes to the 
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27.4 Finlays Colombo PLC is liable for income tax at a concessionary rate of 10% (2013: 10%) on its export profits in terms of 
Section 51 of the Inland Revenue Act. The Company is liable to tax at the normal rate of 28% (2013: 28%) on other profits.  
     

27.5 Finlay Teas (Pvt) Ltd. and Finlay Properties (Pvt) Ltd., which are Board of Investment (BOI) approved Companies, are      
liable to pay income tax at 2% of the turnover  for a period of 15 years commencing from 1st January 2003 and 

1st January 2004 respectively, under Section 17 of the Board of Investment Law.     
   

27.6 Finlay Cold Storage (Pvt) Ltd. is exempt from income tax under the agreement entered into with the BOI for a period of 
five years from the first year of assessment in which the enterprise commences to make profits or any year of assessment 
not later than two years reckoned from the date of commencement of commercial operations, whichever comes first.

 At the expiry of the tax holiday, the Company is liable for taxation at 10% for 2 years and 20% thereafter.   
    

27.7 All other Companies of the Group which are operational are subject to income tax at the rate of 28% (2013: 28%) of        
taxable profits.       
   

27.8 Deferred tax has been computed using the future effective tax rate. i.e. 10% - 28%.    
     

28. Earnings per share      
   

28.1 Basic earnings per share      
   

 Earnings per share is calculated by dividing the net profit for the year attributable to ordinary shareholders by the weighted 
average number of ordinary shares outstanding during the year.        

  Group Company
  2014 2013 2014 2013
Amount	used	as	the	numerator:	 Note	 LKR	‛000	 	LKR	‛000		 LKR	‛000	 LKR	‛000

Net profit attributable to ordinary shareholders for basic      
earnings per share   230,466   283,233   249,614   273,091 

Number of ordinary shares used as denominator:     
 
Number of ordinary shares in issue (‘000)   35,000   35,000   35,000   35,000 
Basic earnings per share (in LKR)   6.58   8.09   7.13   7.80 
       
Diluted earnings per share (in LKR) 28.2 6.58   8.09   7.13   7.80
 
28.2 Diluted earnings per share

 Diluted earnings per share is calculated by dividing the net profit for the year attributable to ordinary shareholders by the 
weighted average number of ordinary shares outstanding during the year after adjustment for the effects of all dilutive 
potential ordinary shares.

 As at 31st December 2014 and 31st December 2013 there were no dilutive potential ordinary shares. Hence diluted        
earnings per share is same as basic earnings per share.
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29. Dividend per share

The dividends per share is based on the dividends paid during the period covered by the financial statements      
 
  Group Company
  2014 2013 2014 2013
Dividends	paid	 	 LKR	‛000	 	LKR	‛000		 LKR	‛000	 LKR	‛000
Final dividend 2013 LKR 1.50 per share (2012: LKR 2.00 per share)   52,500   70,000   52,500   70,000 
       
Interim dividend 2014 LKR 2.00 per share (2013: LKR 1.00 per share)  70,000   35,000   70,000   35,000 
   122,500   105,000   122,500   105,000 
Dividends per ordinary share (in LKR)   3.50   3.00   3.50   3.00 

30. Capital expenditure commitments     

 Capital expenditure commitments contracted but not provided for in the financial statements of the Group as at                 
31st December 2014 was LKR 8.7 million (2013: LKR 192 million).     
 

31. Contingencies        

 (a) Bills discounted at reporting date awaiting realisation amounted to LKR 803 million (2013: LKR 798 million).  

(b) Bank guarantees pertaining to imports at the reporting date amounted to LKR 83 million (2013: LKR 75.0 million).  
    

32. Events occurring after the reporting date     

 There were no other material events occurring after the reporting date as at 31st December 2014 that require adjustment 
or disclosure in the financial statements, other than;      

 The Board of Directors has recommended a final dividend of LKR 1.00 per share amounting to LKR 35 million for the year 
ended 31st December 2014. This is to be approved at the Annual General Meeting to be held on 30th March 2015.  
    

33. Assets pledged    

 There were no assets pledged as at the reporting date. 
      
34. Discontinued operations     

The Board of Directors of  Finlays Colombo PLC has decided to close down Sterifirst, the medical waste treatment and 
disposal business carried out by Finlay Rentokil Ceylon (Pvt) Ltd. a wholly-owned subsidiary of the Company, with effect 
from 13th December 2013. 

notes to the 
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34.1 Results from discontinued operations 
  Group 
  2014 2013 
	 	 LKR	‛000	 	LKR	‛000		

Revenue    -     55,738 
Cost of sales    -     (32,048)
Gross	profit/(loss)    -     23,690 
      
Other income    9,629   290 
Distribution expenses    -     (1,511)
Administrative expenses    -     (9,986)
Other operating expenses    -     (266)
Finance cost    -     164 
Other expenses    -     (24,342)
Results from operating activities    9,629   (11,961)
      
Tax expense    2,696   3,900 
Profit/(loss)	for	the	year    6,933   (8,061) 

35. Related party transactions

 The Company carried out transactions in the ordinary course of its business with parties who are defined as related 
parties in Sri Lanka Accounting Standard  24 - Related Party Disclosures, the details of which are reported below. The 
consideration for the goods and services provided has been paid or accrued at market prices prevailing at that time.

35.1 With non-Group companies       
  

 Name of the Company  Relationship Nature of transaction 2014 2013
	 	 	 	 LKR	‛000	 LKR	‛000
      

Finlays Linehaul Express (Pvt) Ltd. Joint venture Rent received  602   602 
   Secretarial fees received  54   41
   Air freight received  39,839   32,043 
      

James Finlay Ltd. Parent company Reimbursement of expenses  13,706   12,000 
      

Finlay Tea Solutions UK Ltd. Affiliate company Sale of tea  16,550   85,454 
      

Swire Properties (Pvt) Ltd. Affiliate company Consultancy fees paid  -     5,505 
      

Cathay Pacific Airways Ltd.       Affiliate company Commission received  94,615   81,927 
      

Finlay Tea Solutions US Inc. Affiliate company Sale of tea  101,719   62,961 
      

Hapugastenne Plantations PLC Affiliate company Warehouse rent received  15,728   13,238 
      

Udapussellawa Plantations PLC Affiliate company Warehouse rent received  3,368   3,161 
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35.3 Subsidiary companies have periodically transferred surplus cash to the Holding Company, whereas the Holding Company 
has also met the cash requirements of those subsidiary companies as necessary. The resultant net balances have been 
shown in notes 10 and 17 to these financial statements.        
  

35.4 From time to time Directors of the Group, or their related entities, may transact with the Group. These transactions are on 
the same terms and conditions as those entered into by other customers     
    

35.5 Related party transactions with key management personnel     
 According to Sri Lanka Accounting Standard - LKAS 24 “Related Party Disclosures”, Key Management Personnel 

(KMPs), 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) and their Close Family Members 
(CFM) have been classified as KMPs of the Company.

 CFM of the KMPs are those family members who may be expected to influence or be influenced by that KMPs in their 
dealings with the entity. They may include KMPs domestic partner and children of the KMPs domestic partner and            
dependents of the KMPs and the KMPs domestic partner.

 The Group has paid LKR 54.0 million (2013: LKR 63.9 million) to the Directors as emoluments, of which                          
LKR 50.0 million (2013: LKR 52.1 million) was paid as short-term employment benefits and LKR 4.0 million                  
(2013: LKR 11.8 million) was paid as post-employment benefits during the year. Other than that there are no 

 transactions, arrangements and agreements involving KMPs and other related parties.    
     

35.2 With Group companies       
  

 Name of the Company  Relationship Nature of transaction 2014 2013
	 	 	 	 LKR	‛000	 LKR	‛000
      

Finlay Rentokil Ceylon (Pvt) Ltd. Subsidiary company Payments for services  708   1,226 
   Rent received  4,015   2,850 
   Utility service income received  13,475   10,740 
      

Finlay Teas (Pvt) Ltd. Subsidiary company Purchase of green tea  139,673   14,059 
   Utility service income received  527   420 
   Guarantees given  20,900   20,900 
      

Finlay Properties (Pvt) Ltd. Subsidiary company Rent paid  37,340   30,462 
   Utility service income received  624   480 
      

Finlay Cold Storage (Pvt) Ltd. Subsidiary company Utility service income received  2,229   2,310 
      

Finlay Insurance Brokers (Pvt) Ltd. Subsidiary company Rent received  4,981   2,846 
   Utility service income received  8,841   8,070 

 Finlays Maldives (Pvt) Ltd. Subsidiary company Commission received 7,808 -

notes to the 

FInanCIaL stateMents ContD...



Finlays Colombo PLC   |   Annual Report 201470

36. Financial instruments

Financial risk management 

Overview

The Group has exposure to the following risks arising from financial instruments

• Credit risk

• Liquidity risk

• Market risk

This note presents information about the Group’s exposure to each of the above risks, the Group’s objectives, policies and 
processes for measuring and managing risk, and the Group’s management of capital.

Risk management framework

The Board of Directors has overall responsibility for the establishment and oversight of the Group’s risk management 
framework. 

The Group’s risk management policies are established to identify and analyse the risks faced by the Group, to set appropriate 
risk limits and controls, and to monitor risks and adherence to limits. Risk management policies and systems are reviewed 
regularly to reflect changes in market conditions and the Group’s activities. The Group, through its training and management 
standards and procedures, aims to develop a disciplined and constructive control environment in which all employees 
understand their roles and obligations.

The Group Audit Committee monitors the process through which business risks are identified for action by management and for 
the Board’s attention and monitors the effectiveness of the Company’s internal controls. The Group Audit Committee is assisted 
in its role by Internal Audit. Internal Audit undertakes both regular and ad hoc reviews of controls and procedures, the results of 
which are reported to the Audit Committee.

Credit risk

Credit risk is the risk of financial loss to the Group if a customer or counterparty to a financial instrument fails to meet its 
contractual obligations, and arises principally from the Group’s receivables from customers and investment securities.

Exposure to credit risk

The carrying amount of financial assets represents the maximum credit exposure. The maximum exposure to credit risk at the 
reporting date was as follows.

  2014 2013
	 	 LKR	‛000	 LKR	‛000

Trade and other receivables  729,423   776,851 

Cash and cash equivalents  814,332   541,067 

Forward exchange contracts used for hedging  367   14,818 

Total  1,544,122   1,332,736 
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Trade and other receivables

The Group’s exposure to credit risk is influenced mainly by the individual characteristics of each customer. However, 
management also considers the demographics of the Group’s customer base, including the default risk of the industry and 
country in which customers operate, as these factors may have an influence on credit risk. During 2014, approximately 34% 
(2013: 39%) of the Group’s revenue was attributable to sales transactions with two multinational customers. 

Each new customer is analysed individually for creditworthiness before the Group’s standard payment and delivery terms and 
conditions are offered. Customers that fail to meet the Group’s benchmark creditworthiness may transact with the Group only on 
a pre-payment basis.

The Group establishes an allowance for impairment that represents its estimate of incurred losses in respect of trade and 
other receivables. The main components of this allowance are a specific loss component that relates to individually significant 
exposures, and a collective loss component established for groups of similar assets in respect of losses that have been incurred 
but not yet identified. The collective loss allowance is determined based on historical data of payment statistics for similar 
financial assets.

The maximum exposure to credit risk for trade and other receivables at the reporting date by geographic region was as follows.

  2014 2013
	 	 LKR	‛000	 LKR	‛000

Europe  14,061   27,672 

America  -     7,881 

Middle East  40,686   87,388 

Far East  25,970   30,846 

Sri Lanka  648,706   623,064 

Total  729,423   776,851 

Impairment losses

Trade and other receivables at the reporting date were not impaired. As at 31st December 2014 provision for impairment losses 
of the Group amounted to LKR 7.5 million (2013: LKR 11 million)

Cash and cash equivalents

The Group held cash and cash equivalents of LKR 814 million at 31st December 2014 (2013: LKR 547 million), which 
represents its maximum credit exposure on these assets. The cash and cash equivalents are held with banks. Respective credit 
ratings of banks in which Group cash balances are held are as follows;

• Standard Chartered Bank – AAA(lka)

• Hongkong and Shanghai Banking Corporation Ltd – AAA(lka)

• Commercial Bank of Ceylon PLC – AA(lka)

• Sampath Bank PLC – AA-(lka)    

notes to the 

FInanCIaL stateMents ContD...
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Liquidity risk

Liquidity risk is the risk that the Group will encounter difficulty in meeting the obligations associated with its financial liabilities 
that are settled by delivering cash or another financial asset. The Group’s approach to managing liquidity is to ensure, as far as 
possible, that it will always have sufficient liquidity to meet its liabilities when due, under both normal and stressed conditions, 
without incurring unacceptable losses or risking damage to the Group’s reputation.

The Group maintains the level of its cash and cash equivalents at an amount in excess of expected cash outflows on financial 
liabilities (other than trade payables) over the succeeding 60 days. The Group also monitors the level of expected cash inflows 
on trade and other receivables together with expected cash outflows on trade and other payables. In addition, the Group 
maintains a LKR 445 million overdraft facility that is unsecured. Interest would be payable at the market rate.

The following are the contractual maturities of financial liabilities

As at 31st December 2014 Carrying Contractual 2 Months 2 to 12 1 to 2
LKR	‛000	 amount	 cash	flows	 or	less	 months	 years

Non-derivative financial liabilities     

Secured bank loans   -      -     -     -     -   

Trade payables  722,071   (722,071)  646,035   69,036   -   

Bank overdraft  264,829   (264,829)  264,829   -     -   

   986,900  (986,900)  910,864   69,036   -    
    
As at 31st December 2013 Carrying Contractual 2 Months 2 to 12 1 to 2
LKR	‛000	 amount	 cash	flows	 or	less	 months	 years

Non-derivative financial liabilities     

Secured bank loans   1,103   (1,103)  735   368   -   

Trade payables  655,922  (655,922)  430,536   225,386   -   

Bank overdraft  175,512   (175,512)  175,512   -     -   

   832,537   (832,537)  606,783  225,754   -   
 
The gross inflows/(outflows) disclosed in the previous table represent the contractual undiscounted cash flows relating to 
derivative financial liabilities held for risk management purposes and which are usually not closed out prior to contractual 
maturity. The disclosure shows net cash flow amounts for derivatives that are net cash settled, and gross cash inflow and 
outflow amounts for derivatives that have simultaneous gross cash settlement, e.g. forward exchange contracts.

It is not expected that the cash flows included in the maturity analysis would occur significantly earlier or at significantly different 
amounts.

Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates and equity prices will affect 
the Group’s income or the value of its holdings of financial instruments. The objective of market risk management is to manage 
and control market risk exposures within acceptable parameters, while optimising the return.
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Currency risk

The Group is exposed to currency risk on sales, purchases and borrowings that are denominated in a currency other than       
Sri Lankan Rupees.

At any point in time the Group hedges 50% of its net estimated foreign currency exposure in respect of forecast sales and 
purchases over the following six months. 

The Group uses forward exchange contracts to hedge its currency risk, most with a maturity of less than one year from the 
reporting date. Such contracts generally are designated as cash flow hedges.

In respect of other monetary assets and liabilities denominated in foreign currencies, the Group’s policy is to ensure that its 
net exposure is kept to an acceptable level by buying or selling foreign currencies at spot rates when necessary to address       
short-term imbalances.

Interest rate risk

The Group does not account for any fixed rate financial assets and liabilities at fair value through profit or loss, and the Group 
does not designate derivatives as hedging instruments under a fair value hedge accounting model. Therefore a change in 
interest rates at the reporting date would not affect profit or loss.

Capital management

The Board’s policy is to maintain a strong capital base so as to maintain investor, creditor and market confidence and to sustain 
future development of the business. Capital consists of ordinary shares, retained earnings and non-controlling interests of the 
Group. The Board of Directors monitors the return on capital as well as the level of dividends to ordinary shareholders.

The Group’s net debt to adjusted equity ratio at the reporting date was as follows

  2014 2013
	 	 LKR	‛000	 LKR	‛000

Total liabilities  1,297,694   1,067,112 

Less: cash and cash equivalents  814,332   541,067 

Net debt  483,362  526,045 

Total equity  5,736,208   5,622,682 

Less: amounts accumulated in equity related to 
         cash flow hedges  367   14,818 

Adjusted equity  5,735,841  5,607,864 

Net debt to adjusted equity ratio at 31st December  0.08   0.10 

notes to the 

FInanCIaL stateMents ContD...
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ten year

suMMary

                                      As per previous SLASs    

Year ended 31st December 2014  2013   2012   2011   2010   2009  2008 2007 2006 2005

          

Results (LKR ‘000)          

Group turnover - continuing operations  5,950,026   5,472,831   4,969,821   4,971,581   4,557,880   4,548,314  4,216,792  3,567,212  3,487,844  3,403,351 

Profit/(loss) before taxation  399,059   391,351   453,963   317,397   467,096   427,949  305,039  163,159  553,797  311,276 

Taxation  (173,835)  (99,494)  (92,982)  (103,599)  (102,480)  (118,190) (88,716) (67,412) (91,826) (74,812)

Profit/(loss) after taxation  232,157   283,797   360,981   213,798   364,616   309,759  216,323  95,747  461,971  236,464 

Non controlling interests  1,691   564   -     -     -     -     -     -     -     -   

Profit attributable to shareholders  230,466   283,233   360,981   213,798  364,616  309,759  216,323  95,747  461,971  236,464  

 

Statement	of	financial	position	(LKR	‘000)          

Stated capital  636,194   636,194   636,194   636,194   636,194   636,194   636,194   636,194   636,194   636,194 

Reserves  253,899   253,841   253,209   252,983   252,474   1,752,930  1,752,930  1,752,930  1,752,930  1,752,930 

Retained earnings  4,842,822   4,731,001   4,555,819   4,350,693   4,251,556   1,476,391  1,330,638  1,219,315  1,228,568  1,127,097 

Non controlling interests  3,293   1,646   1,033   -     -     -     -     -     -     -   

   5,736,208   5,622,682   5,446,255   5,239,870   5,140,224   3,865,515  3,719,762  3,608,439  3,617,692  3,516,221   

          

Non-current assets  4,718,911   4,766,781   4,579,108   4,442,275   4,447,827   3,433,343  3,337,395  3,336,032  3,369,600  2,878,450 

Current assets  2,314,991   1,923,013   1,862,265   1,967,129   2,243,039   1,732,261  1,382,773  951,167  957,740  1,620,106 

Current liabilities  (1,031,242)  (867,142)  (816,010)  (1,006,687)  (1,377,711)  (1,150,542) (953,533) (624,603) (657,100) (941,016)

Long term/Deferred liabilities  (266,452)  (199,970)  (188,252)  (162,847)  (172,932)  (149,548) (46,873) (54,157) (52,548) (41,319)

   5,736,208   5,622,682   5,437,111   5,239,870  5,140,224  3,865,515  3,719,762  3,608,439  3,617,692  3,516,221 

Cash	flow	(LKR	‘000)          

Net Cash inflow/(outflow) 

 from operating activities    400,108   428,691   249,193   285,242   267,662   429,564  407,104  20,543  1,283  356,670 

Net Cash inflow/(outflow) 

 from investing activities  (92,747)  (351,574)  (260,878)  (109,306)  50,285   (150,248) (92,105) (65,534) (280,963) (150,851)

Net Cash inflow/(outflow) 

 from financing activities  (123,413)  (108,924)  (161,681)  (126,398)  (161,907)  (138,769) (105,000) (105,000) (360,500) (105,000)

Increase/(decrease) in cash 

 and cash equivalents  183,949   (31,806)  (173,366)  49,538  156,040  140,548  209,999  (149,991) (640,180) 100,819 

          

Key Indicators          

Annual growth in turnover % 8.72 8.69  2.41  9.08  0.21  7.86  18.21  2.28 2.48 31.75

Net profit/(loss) before tax to turnover 6.71  7.15  9.09  6.54  10.25  9.41  7.23  4.57 15.88 9.15

Property, plant and equipment  to 
 Shareholders Funds %  78.75   81.56  82.13   63.27   64.49   85.86  88.33 91.34 92.01 80.44 

Gearing % N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A

Earnings/(loss) per share (LKR)  6.58   8.09  10.50   6.33   10.42   8.85   6.18   2.74   13.20   6.76 

Dividends per share (LKR paid)  3.00   3.00  3.50   3.50   4.50   4.50   3.00  3.00   10.30  3.00 

Net assets per Share at year end (LKR) 163.80 160.60 155.58  149.87 147.04 110.44 106.28 103.10 103.36 100.46

Current ratio  2.24   2.22  2.27   1.95   1.63   1.51   1.45   1.52   1.46  1.72

Quick asset ratio  1.53   1.59  1.60   1.51   1.20   1.17  1.12 1.17 1.14 1.53
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share

InForMatIon

Stock Exchange

The issued share capital of Finlays Colombo PLC is listed on the Main Board of the Colombo Stock Exchange of Sri 
Lanka. The audited Company and Consolidated Income Statements for the year ended 31st December 2014 and the 
audited Balance Sheet of the Company and of the Group as at that date have been submitted to the Colombo Stock 
Exchange within three months of the reporting date.

Distribution of shareholding

Ordinary Shareholders as at 31st December 2014 - 664 (as at 31st December 2013 - 662)

  2014   2013
Shareholding Number of Number of Percentage Number of Number of Percentage
 shareholders shares  shareholders shares 

1  to 1,000 shares 628 88,061 0.25 623 95,428 0.27

1,001 to 10,000 shares 28 73,664 0.21 29 81,663 0.23

10,001 to 100,000 shares 4 113,441 0.32 6 155,967 0.45

100,001 to 1,000,000 shares 3 885,424 2.53 3 827,532 2.37

Over 1,000,000 shares 1 33,839,410 96.68 1 33,839,410 96.68

Total 664 35,000,000 100.00 662 35,000,000 100.00

 2014 2013
 Number of  Number of Number of Number of
Shareholding shareholders shares shareholders shares  

Individual 632 505,185 628 553,441
Institutional 32 34,494,815 34 34,446,559
    
Residents 658 887,072 656 887,072
Non-residents 6 34,112,928 6 34,112,928

Market value

The market value of Ordinary Shares of Finlays Colombo PLC

 2014 2013
 LKR  LKR

Highest  400.00 320.00
Lowest 240.60 210.10
Year-end 358.90 300.00
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Public holding

The public shareholding percentage as at 31st December 2014 was 2.89% (2013 - 2.89%) of the issued share capital of 
the Company.

SEC directive on the maintenance of a minimum public holding

The Company does not comply with the requirement to maintain a minimum public holding and a statement to this effect 
has been submitted to the SEC in accordance with provisions of its directive. The Company is mindful that appropriate 
action needs to be taken in terms of this directive, within the time frame specified therein.

Top 20 shareholders as at 31st December 2014

Name of the shareholder Shareholding Percentage (%)

James Finlay Ltd. 33,839,410 96.68

Bank of Ceylon  A/C Ceybank Unit Trust 475,367 1.36

Mrs. A. T. T. T. Alnakib  272,700 0.78

Jacey Trust Services (Pvt) Ltd. 137,357 0.39

Mr. R. L. Juriansz 38,396 0.11

Mr. C. P. De Silva 33,900 0.10

Anverally and Sons (Pvt) Ltd. A/C No. 01 30,579 0.09

Mr. A. M. S. Fernando  10,566 0.03

Mrs. M. T. Nagendra  6,100 0.02

Mr. C. L. K. P. Jayasuriya  6,000 0.02

Mr. S. Mylventhen 5,311 0.02

Mrs. S. F. Zubair 5,177 0.01

Mrs. J. Aloysius  5,000 0.01

Crescent Launderers and Dry Cleaners (Pvt) Ltd.  4,700 0.01

Mr. E. R. Croos Moraes  4,335 0.01

Mr. L. E. Bernard  3,218 0.01

Mr. G. J. Thomas  3,021 0.01

Mr. S. A. Felsinger 2,888 0.01

Tarika Investments Private Ltd. 2,333 0.01

Mr. A. T. S. Sosa 2,100 0.01

Total 34,888,458 99.68
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notICe oF

MeetIng

NOTICE	IS	HEREBY	GIVEN	THAT THE FORTIETH (40TH) ANNUAL GENERAL MEETING OF FINLAYS COLOMBO 
PLC WILL BE HELD AT THE AUDITORIUM	OF	THE	SRI	LANKA	INSTITUTE	OF	TOURISM	and	HOTEL	
MANAGEMENT,	NO.	78,	GALLE	ROAD,	COLOMBO	03,	ON	MONDAY,	30TH	MARCH	2015	AT	10.00	A.M.

AGENDA

1. To receive and consider the Annual Report of the Board of Directors on the affairs of the Company and the 
Statement of Accounts for the year ended 31st December 2014 together with the Report of the Auditors thereon.

2. To declare a final dividend of LKR 1.00 per share as recommended by the Directors.

3. To re-elect Mr. R. J. Mathison, who in terms of Articles 145 and 146 of the Articles of Association of the Company 
retires by rotation at the Annual General Meeting, as a Director.

4. To re-elect Mr. N. G. Wickremeratne, who in terms of Articles 145 and 146 of the Articles of Association of the 
Company retires by rotation at the Annual General Meeting, as a Director.

5. To re-elect Mr. J. L. Caspersz, who in terms of Articles 145 and 146 of the Articles of Association of the Company 
retires by rotation at the Annual General Meeting, as a Director.

6. To elect Mr. A. C. N. Johansen, who in terms of Article 142 of the Articles of Association of the Company has been 
appointed to the Board since the last Annual General Meeting, as a Director.

7. To elect Mr. N. H. G. S. Jayasinghe, who in terms of Article 142 of the Articles of Association of the Company has 
been appointed to the Board since the last Annual General Meeting, as a Director. 

8. To authorise the Directors to determine contributions to charities up to a limit of LKR 1,500,000 for the financial year 
ending 31st December 2015.

9. To re-appoint Messrs KPMG, Chartered Accountants as Auditors and to authorise the Directors to determine their 
remuneration.

By Order of the Board,

S S P Corporate Services (Private) Limited
Company Secretaries

Colombo, 24th February 2015

Note:-
1. A member is entitled to appoint a proxy to attend and vote instead of himself/herself. A Form of Proxy accompanies 

this notice.
2. The completed Form of Proxy must be deposited at the Registered Office, Finlay House, No.186, Vauxhall Street, 

Colombo 2, not less than forty-eight hours before the time fixed for the Meeting.
3. It is proposed to post ordinary dividend warrants on 9th April 2015, and in accordance with the rules of the Colombo 

Stock Exchange, the shares of the Company will be quoted ex-dividend from 31st March 2015.

Security Check:-
The shareholders/proxyholders are kindly requested to bring their National Identity Card/Passport/Driving License or 
another accepted form of identification and produce same at the time of registration.
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notes



ForM oF

proxy

 I/We the undersigned…………………………………………………….…………….……..........................................................
…………………………………………………………………………………………………….....................………………………..
of …………………………………………............................……………....……..........................................................................
being a *member/members of Finlays Colombo PLC hereby appoint ……..........……………………………………………….
(i) ..………………………………………………………………………………………….....................…………….........................
of……………………………………………………………………………………...…………………...................……....................
………………………………………………………………………………………………………………………….....................…..
failing him/her (ii) CHANDIMA LALITH KUMAR PERERA JAYASURIYA, Chairman of Finlays Colombo PLC, or failing 
him, any one of the Directors of the Company as *my/our proxy to vote as indicated hereunder for *me/us and on *my/
our behalf at the Fortieth (40th) Annual General Meeting of the Company to be held on 30th March 2015, at 10.00 a.m. at 
the Auditorium of the Sri Lanka Institute of Tourism and Hotel Management, No. 78, Galle Road, Colombo 3, and at every 
poll which may be taken in consequence of the aforesaid meeting and at any adjournment thereof.

          For  Against
1. To receive and consider the Annual Report of the Board of Directors on 
 the affairs of the Company and the Statement of Accounts
 for the year ended 31st December 2014, together with the
 Report of the Auditors thereon.

2. To declare a Final Dividend of LKR 1.00 per share as recommended  
 by the Directors.    

3. To re-elect Mr. R. J. Mathison, who retires by rotation
 in terms of Articles 145 and 146 of the Articles of Association
 of the Company, as a Director.

4. To re-elect Mr. N. G. Wickremeratne, who retires by rotation in 
 terms of Articles 145 and 146 of the Articles of Association 
 of the Company, as a Director.

5. To re-elect Mr. J. L. Caspersz,, who retires by rotation in terms
  of Articles 145 and 146 of the Articles of Association of
  the Company, as a Director.  

6. To elect Mr. A. C. N. Johansen who has been appointed to the Board 
 since the last Annual General Meeting as a Director in terms of Article 
 142 of the Articles of Association of the Company.

7.  To elect Mr. N. H. G. S. Jayasinghe  who has been appointed to the Board 
 since the last Annual General Meeting as a Director in terms of Article 
 142 of the Articles of Association of the Company.

8. To authorise the Directors to determine contributions to 
 charities up to a limit of LKR 1,500,000 for the financial year 
 ending 31st December 2015.

9. To re-appoint Messrs KPMG, Chartered Accountants as Auditors   
 and to authorise the Directors to determine their remuneration. 

Dated this ………………………… day of ………………………. 2015.  
         ………………………………….
            Signature of Shareholder/s
Note
 (a) *Please delete the inappropriate words.
 (b) Instructions are noted on the reverse hereof.



INSTRUCTIONS AS TO COMPLETION

1. In terms of Article 125 of the Articles of Association of the Company:
 The instrument appointing a proxy shall be in writing under the hand of the appointer or his Attorney 

duly authorised in writing, or where the appointer is a Corporation, either under its common seal or 
signed by its Attorney or by an officer on behalf of the Corporation.

2. A proxy need not be a member of the Company.

  In terms of Article 131 of the Articles of Association of the Company:
 Any Corporation which is a member of the Company may by resolution of its Directors or other 

governing body authorise such person as it thinks fit to act as its representative at any meeting 
of the Company or of any class of members of the Company, and the person so authorised shall 
be entitled to exercise the same powers on behalf of such Corporation as the Corporation could 
exercise if it were an individual member of the Company.

3.  In terms of Article 120 of the Articles of Association of the Company:
 In case of joint holders of a share the senior who tenders a vote, whether in person or by proxy, shall 

be accepted to the exclusion of the votes of the other joint holders; and for this purpose seniority 
shall be determined by the order in which the names stand in the Register of Members.

4.  Kindly indicate with a X in the space provided how your proxy is to vote on each resolution. If no 
indication is given, the proxy in his/her discretion will vote as he/she thinks fit. Every alteration or 
addition to the Form of Proxy must be duly authenticated by the full signature of the shareholder 
signing the Form of Proxy.

5.  To be valid, this Form of Proxy must be deposited at the Registered Office of the Company, Finlay 
House, 186, Vauxhall Street, Colombo 2 by 10.00 a.m on Saturday, 28th March 2015 being 48 hours 
before the holding of the meeting.
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Corporate  

InForMatIon

Name of Company and Number

Finlays Colombo PLC - PQ 61

Legal Form
Public quoted company with limited liability

Directors
C. L. K. P. Jayasuriya (Chairman)
A. C. N. Johansen (Managing Director) (appointed w.e.f. 
14th July 2014)
E. R. Croos Moraes
J. L. Caspersz
Ms. M. C. Pietersz
G. S. Jayasinghe (appointed w.e.f. 18th November 2014)
N. K. H. Ratwatte
J. D. Bandaranayake
N. G. Wickremeratne
R. A. Ebell
R. J. Mathison
J. M. Rutherford 
S. C. Swire (resigned w.e.f. 14th July 2014)

Company Secretary
SSP Corporate Services (Pvt) Ltd.

Registered	Office
Finlay House
186, Vauxhall Street, 
Colombo 2, Sri Lanka.
Telephone : 011 2421931-7, 011 4725200
Facsimile : 011 2448216

Auditors
KPMG,
Chartered Accountants,
P. O. Box 186, 
Colombo 3, Sri Lanka.

Bankers
Standard Chartered Bank
Commercial Bank of Ceylon PLC
NDB Bank PLC
Sampath Bank PLC
The Hongkong and Shanghai Banking Corporation
Hatton National Bank PLC
Citibank NA
Deutsche Bank AG

Legal Advisers
M/s. Julius and Creasy
Attorneys-at-Law
P. O. Box 154, 
Colombo 1, Sri Lanka.

M/s. Nithi Murugesu and Associates
Attorneys-at-Law
28, (Level 2), W. A. D. Ramanayake Mawatha, 
Colombo 2, Sri Lanka.

M/s. F. J. and G. De Saram
Attorneys-at-Law
216, De Saram Place, 
Colombo 10, Sri Lanka.
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