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Chairman’s Review

The year of 2002 was a critical juncture where the organization was concerned as we were
faced with a lot of challenges in terms of competition by other television channels, and
internal restructuring which had to be carried out in revamping the organization into an
outfit of formidable professionals. At the beginning of the year we were probably in the
fourth position in the market behind SLRC, Swarnavahini and Sirasa.

But within a period of this year we were able to come up to the second place in terms of
market share and ratings. From a financial perspective I am quite elated to state that we
were able to record a net profit of Rs. 17,358,922/-, which was up from a loss of Rs.
45,640,753/- in year 2001and also against an estimated budgeted loss of Rs.29, 727,372/-
for the year 2002. This was possible due to action taken by us in revamping the
programming mix, insertion of creative thinking into the commercial divisions and
mitigating all non value adding activities to a maximum possible, on which we are striving
to improve each day. On top of the above we are doing are optimum to educate our staff to
mould them to a formidable outfit and a set of creative thinkers to give a quality output to
our target audiences. Further if this trend had been followed during earlier years before
2002, especially in terms of profits and cash flow the position of the organization would
have been made better. Since we had to rectify this situation during the year additional
financial costs had to be incurred to balance the deficits in order to enhance the quality of
our programs and for the efficient functioning of the organisation.

Efforts were made onto improving the technical aspects by updating the technical features
of equipment in order to cater to the changing needs of the audiences and to give a good
picture quality and a wide coverage. By end of the year we were covering 98% of the
island. In 2003 we are planning to install two new transmission stations in Sooriyakanda
and Nuwara Eliya, which would further enhance the transmission quality of ITN.

In keeping with the present trend with an extrapolated and a long-term strategy, we would
be continuing with our activities and our target would be to achieve a more than Rs. 100
Million profit by the end of year 2003. In the meantime we would be taking our best
efforts to upgrade our technical capabilities on par with the latest technological
availabilities and developments.

As far as the industry is concerned we are heading toward a very stiff competitive market.
Setting aside our direct competitors we will be facing stiff opposition from cable networks
as well as satellite channels in the future. But with our current vision and with an outfit of
formidable set of professionals we will be fully geared to face the challenges of the future
and to run profitably as the family channel of Sri Lanka.

Gayrika Perusinghe
Chairman
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Our Mission

Whatever we do, wherever we are, our mission is to uplift the living condition of the
people in Sri Lanka by providing high standard information Knowledge education and
enjoyments for them with the assistance of our staff. We are committed to fulfill the
ambitions of our customers through different performance confirm to the cultural and
social values protected throughout our history.

We in Independent Television Network highly respect Independence, trustworthiness,
equity, mutual cooperation, team concept, sharing victory and rapid development.

Statutory Structure

Independent Television Network Ltd., who is pioneer agent of the Sri Lanka Television
Media, inaugurated its transmissions on 13t April 1979 as a private Company. This
institution was taken over by the government under the Business acquisition act No. 35
of 1971 by the gazette extraordinary No. 3914 published on 05™ June 1979 and it
remained as until it was declared a Government Owned Public Company on 27" April
1992 under the act No. 23 of 1989 which was formulated for the conversion of state
corporations and Government Owned Business Institutions to Public Companies
appointing General Treasury as the solitary share holder.

Our History.

Even in the 70" decade, which constitutes a revolutionary in the multimedia history of
the World, Sri Lanka was behind other developing countries, as we did not have
television network.  However, this situation could be overcome along with the
commencement if Independent Television Network Ltd. on 13™ April 1979.

Independent Television Network Ltd. started its transmission of Programmes at grass
root level in a very small building situated at Pannipitiya with 01 K.W. Transmission
station and with a half completed 65 ft. height transmission tower using very simple
equipment. The staff consisted of only Directors and an unskilled labor force.
However statements behind the success were Mr. Shan Wickramasinghe, Anil
Wijewardene and Bob Christie.

Even though the ITN was functioning with a law capacity antenna established in an
unsuitable land facing constant fluctuation of voltage and having with only a coverage
of 15 miles radios, it was able to become popular among the spectator and keep them
tied to channel even with poor reception solely due to the quality of the programmes
transmitted by them.
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ITN could transmit a series of high standard programmes to it spectators irrespective of
limited fund and rest of such programmes were prepared on incidents which took place
in the recent past. These Programmes were comprised of classical tele products of the
universal structure distinguished record programmes comedies and children’s
programmes

In addition, the origin of the Sri Lanka Rupavahini Corporation was the ITN Mr.
D.T.L.Guruge who was the duly appointed authority to the ITN and who was once the
Director General of Sri Lanka broadcasting Corporation laid a very strong foundation
for the well establishment of the ITN.

On 05™ June 1984 the Head Quarters of the ITN was shifted its present location at
Wickramasinghepura, Battaramulla. air Martial Mr. A.P.Samarakoon was appointed
as the Chairman of ITN on the date of it was declared as a Government Owned Public
Company on 27" of April 1992. Thereafter, Mr. D.E.W Gunasekera served as the
Chairman up to May 1995. Mr. G.B.Rajapakshe and Mr. A.M. Karunaratne served as
the Chairmen up to 27" June 1996. Mr. Newton Gunaratne, served as the Chairman
from 27" June 1999 to 05™ December 2001. Then Dr. Ganganath Dissanayake was
appointed as the Chairman of ITN till 22™ of January 2002. His successor Mr. Gayrika
Perusinghe assumed duties as the Chairman on 23 of January 2002.

Administration

The Director Board consisted following members during

the year 2002.

1 Mr. Gayrika Perusinghe - Chairman
2 Mr. R.K.A.Dayananda - Director

3 Mrs. S.Rajakulendran - Director

4  Mr. Lakshman Jayawardene - Director.

The following employees were recruited during the year 2002.

1 Deputy General Manager (Finance & Administration) 01
2 Manager News 01
3 Manager Marketing 02
4 Executive Producer (Sports) 01
5 Management Trainees 02
6 Messenger 01
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Cadre Composition is as follows.

1 Permanent Staff 317
2 Contract Staff 04
3 Trainees 08
4 Casual 01

Total 330

Page-4



Independent Television Network Limited
Annual Report Year 2002

PROGRAM DIVISION

TRANSMISSION HOURS

During the year under review, the number of transmission hours amounted to a total of
3645:05. Comparing to the year 2001, there was an increase of 283 hours in the
transmission. The increase in the Sinhala programme content was, only .07%. the total
percentage of Sinhala programmes was 75.41 against 11.64 English, 6.48 Tamil, Hindi and
other languages 6.40.

Sunday morning transmission commenced at 6.55 a.m this year and the transmission was
closed down approximately at 11.00 p.m.

Saturday morning transmission commenced approximately 7.20 a.m and closed down
between 2:30p.m and 3:00p.m.

Saturday evening transmission commenced at 4.45 p.m and closed down between 10:30
and 11:30p.m.

Weekdays transmission commenced approximately at 4:25p.m and closed down at about
11:30p.m.

CHILDREN’S PROGRAMMES

ITN had allocated 527:06 hours for children. ITN telecast 16 programmes series for
children during this period. The percentage of this category in the programme mix was
14.47

“Lahiru Madala” programme telecast from Monday to Friday, continued to telecast in this
period, too. This was telecast under different sub-titles i.e. “Lahiru Madala, Lahiru
Nirmana, Lahiru Rangamadala, Lahiru Denuma and Lahiru Charika”

The teledrama “Sellam Gedara produced by ITN and introduced on 27™ March, 2001 also
continued in this period too. “Suwanda Yahaluwo” teledrama produced by outsiders also

received a good viewership.

The musical programme titled “Samanala Uyana” was introduced on 27™ October 2002,
especially for children.
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COMEDIES & LIGHT ENTERTAINMENTS

The percentage of this category in the programme mix was 8.58. No comedy dramas were
telecast in this period.

“Raigam Kopi Sajje”, “Starlight Kumara Kumariyo” and Tamil programme titled “Pudu
Thendral” were some of the programmes fell into this category. The lottery programmes
telecast over ITN, also provided entertainments.

DRAMAS AND FEATURE FILMS

ITN had allocated 600:16 hours for this important category. The percentage of the
programme mix is 16:47.

During the year under review 15 teledrama series were telecast while 03 single episode
dramas were telecast on special occasions.

ITN’s “Kopi Kade” is the longest running soap opera in Sri Lanka and its 823" episode
was telecast in the last week of December 2002.

“ITN’s drama serial titled “Andara Veta” telecast on Saturdays. On the 28™ December
2002 its number of episodes totaled to 238.

“Sellam Gedara” children’s teledrama produced by ITN telecast its 6™ episode on the 31
December 2002. “Harima Hapannu”, “Suwanda Yahaluwo” produced by outsiders
attracted children.

Sixty episodes of the Tamil drama series, titled “Vamsam” were telecast during this year.
As it was subtitled in Sinhala more viewers could be attracted.

Although, the English adventure series “Incredible Hulk” repeat telecast nearly after two
decades there was a good viewership for it. The English drama series, namely: “Helicops”,
“Beverly Hills”, “X-files” and “Martial Law” were attracted by both young and adult
viewers

FEATURE FILMS

ITN exhibited 65 subtitled feature films during the year under review. 43 Hindi, 20 Tamil
and 02 English films were included in this number.
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EDUCATIONAL/DOCUMENTORIES

Current affairs magazines such as, “UK today” British Satellite News and “Video Topics”
of Japanese Embassy, were received regularly. Important clips of those were used in
Documentaries/Magazine Programmes” such as “Vishwakoshaya”

Fifteen individual documentaries, on various topics, produced by ITN were telecast during
this period. “Doramadalawa” “Vishwa Yaatra”, “Suba Raathriyak™ and “Kadaima” were
programmes telecast late night in every week. These were informative programmes
participated by resource persons or persons directly involved in the relevant subject.

“Atapattama” programme telecast on Wednesdays, at 7730 is a magazine programme,
which contained informative, educational and entertaining items. 87 programmes had been
telecast by the last week of December 2002. It received very high ratings as well as a high
income.

MUSICALS

Eleven musicals were telecast by ITN in the year under review. The Percentage of the
programme was 15.18. It is an increase of 2.35% more than last year.

“Pansilu Sandella”, “Thurun Gee Sara”, “Sath Sara Gee”, “Bharatha Gee Vindana”, “Fan
Club” were popular programme series.

“Thirei Isei”,” Amudum” were popular tamil programmes.

NEWS & CURRENT AFFAIRS

Evening Tamil news telecast at 5.45 p.m. Sinhala and English news bulletins telecast, as
usual at 7:00p.m. and 9:00p.m respectively.

A ten-minute Sinhala news bulletin was introduced at 7:30 a.m and another programme
called “News in Depth” at 7:40 a.m on Sundays.

A foreign news programme titled “Puwath Atuwawa” was introduced in place of “Wides
Sathiya”. “This was telecast as a half hour programme at 8:00a.m on sundays. On 17"
March “Puwath Atuwawa” was scraped and “Vinivida” the live discussion programme was
shifted to 8 a.m. The first half of the “Vinivida” programme telecast from 8 to 9 a.m. The
second half of the “Vinivida” aired from 10to 11 a.m. A live one-hour variety programme
was telecast in between the two segments of the Vinivida programme.

Page-7



Independent Television Network Limited
Annual Report Year 2002

RELIGIOUS PROGRAMMES

A half hour Buddhist programme titled “Daham Sithuvili” was telecast on every Sunday at
7:00 a.m beginning from 6" J anuary, this year. Full-moon poya day, Buddhist, live
program, “Savanak Res” aired from selected locations of religious importance. “Dhamma
in Daily Life” was popular among English educated viewers.

In addition to the Buddhist programmes, Hindu, Muslim and Christian prorammes were
telecast on days of special significance, such as Deepavali, Thaipongal, Christmas, Easter,
Ramadan and Hayjji Festivals.

SPORTS

The sports programme under the title “Kreeda thoraturu was telecast till o April, this
year. It was telecast on Sundays at 6.30 p.m. Afterwards it became “Kreeda Pitiya”. In
addition to this a sports segment was included daily in all new bulletins.

This covered important national sports events. In addition programme supplied by

International Athletic Federation on International championships were telecast as an when
they were available.
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TRANSMISSION OF PROGRAMMES 2002

STATISTICAL ANALYSIS

BREAK DOWN BY LANGUAGE

Sinhala

Tamil

English

Hindi & Others

Total

BREAK DOWN BY CATEGORY

Children

Comedy & Enter.
Current Affairs
Drama & Feature
Educational & Doc.
Musicals

News

Sports

Religious

TOTAL

BREAK DOWN BY ORIGIN

Local Programmes
Foreign Programmes

TOTAL

TX. HRS. PERCENTAGE (%)
2751.14 75.48
236.21 6.48
424.01 11.64
233.29 6.40
3645.05 100.00
527.06 14.47
312.46 8.58
534.53 14.67
600.16 16.47
423.33 11.62
553.20 15.08
423.21 11.61
72.03 1.98
197.47 _ 542
3645.05 100.00
3100.00 85.04
545.05 14.96
3645.05 100.00
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ENGINEERING DIVISION

ITN - TRANSMISSION

A 65M Self-supporting Transmitting Antenna Tower for US $§ 75,178.00 were purchased
for Nayabeddha Transmitting Station.

This Station had only a temporarily, locally constructed 20 M Guyed Mast and this was the
main restriction in improving the coverage provided by this Station. The limited space and
the strength of the locally fabricated Tower did not allow the installation of a professional
type TV or Radio Antenna. Transmission was so far carried out using locally built TV and
Radio Antenna.

The installation of the Tower is now nearing completion and action is being taken to install
the Bogner B6VO Transmitting Antenna removed from Yatiyantota Transmitting Station
on this Tower. With the installation of this Tower and purchase of new Antenna System
for Lakhanda Radio, we expect to greatly increase the coverage of both TV and Radio
channels.

ITN - STUDIO

02 Nos. shot gun microphones were purchased for the Studios at a cost of approximately
Rs. 200,000/=. Colour Effects Filters worth about Rs. 166,000/= was purchased for the
lighting work. Ni-cd Batteries was purchased for ENG section and 03 Nos. Head Phones
were purchased for Studios.

LAKHANDA RADIO
TRANSMISSION

02 Nos. 3KW FM Radio Transmitters valued at Rs. 9 million were purchased for the
Nayabedda Transmitting Station and Wickremasinghepura Head Office. Lakhanda
Channel in Colombo Metropolitan area was not received well due to highly congested FM
Radio band and high power FM Transmitters in Colombo City. This caused a loss of
commercial revenue and poor channel promotion in and around Colombo.

The Transmitters have now being installed and in operation at Wickremasinghepura Head
Office. This has improved the Lakhanda signal in Colombo City, which now could be
heard without any interference.

The 03 KW Transmitter purchased for Nayabedda Transmitting Station has been installed
and the existing 02 KW Transmitter will be shifted to Hunnasgiriya Transmitting Station
soon, as planned. With the introduction of new 03 KW Transmitter and the proposed FM
Radio Antenna Panel will greatly increase the Lakhanda coverage to Uva Province.
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With the installation of the Hunnasgiriya Transmitter, it is planned to remove the
temporarily used RF Radio Link between Deniyaya and Nayabedda Transmitting Stations
for OB work as we could feed the Nayabedda Transmitting Station with the off air signal
from Hunnasgiriya Transmitting Station.

FM Band II Transmitting Antenna worth of Rs. 1.5 million was purchased for ITN
Wickremasinghepura Head Office for Lakhanda Radio. This is now being installed and
coupled to new 03 KW Transmitting and is in operation.

LAKHANDA STUDIO
The Continuity Studio of the Lakhanda Radio was converted into a DJ Studio, as the DJ
typed programmes are more appropriate for the local audience. The approximate cost was

Rs. 450,000/= and the same existing equipment was used for this purpose.

The Control Room of the earlier Continuity Studio was converted into a Computer
based Audio Rehabilitation System at a nominal cost.
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Finance Division
Income

The total sales revenue of the organization for the year 2002 was Rs. 187.8 Million. This is
a 29.1% increase when compared to the previous year.

The breakdown of the sales revenue is as follows,

2002 2001

Rs. Mns Rs. Mns
Sale of airtime 187.8 145.4
Production Income 39.8 9.8
Other Income 4.2 5.8
Total 231.8 161.0

During the year ended 2002 there was a significant increase
Expenditure

The Total expenditure for the year 2002 was Rs. 189.8 Million compared to Rs. 169.3
Million in 2001. The breakdown of Expenses is as follows.

2002 2001

Rs. Mns Rs. Mns
Administration Expenses 182.7 152.2
Selling expenses 3.5 17.0
Program Expenses 42.4 20.9
Other Expenses 3.6 0.14
Total 232.2 190.24

From an overall perspective the level of expenses, out of which the program expenses were
compelled to be increased in order to produce/procure high quality programs in order to
retain a larger audience, and in the meantime other expenses too had to be partially
increased in order to move up with the trend patterns.
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Dividends

No dividends had been declared by the Board of Directors, as the company was is in a
transition period of recovery, as such funds would be utilized to purchase capital
requirements of the company.

Liquidity

The company had Rs. 44,920,365 in fixed and call deposits by the end of the financial year
2002.

Fixed Assets

During the Financial year ended 2002 the company had invested Rs. 30.25 Million in
Fixed assets. The breakdown is as follows,

Rs. Mns
Buildings 1.4
Plant & Machinery 26.4
Transmitters 0.5
Furniture and Fittings 1.9
Tools 0.04
Library Books 0.01
Total 30.25
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Hulugalle Samarasinghe & Co,
Clartered Accountants

INDEPENDENT TELEVISION NETWORK LIMITED
NOTES TO THE ACCOUNTS

10

Conftinnalion Sheel

31.12.2002 31.12.2001
Rs Rs
1 REVENUE
Gross Revenue 187,775,606 145,447,904
Less . Revenue Based Taxes - -
Net Revenue _ 187,775,606 145,447,904
2 OTHER OPERATING INCOME
Interest Income 4,208,644 5,541,457
Profit On Sale Of Property, Plant And Equipment 41,950 292,400
Miscellaneous Income 39,848,907 9,789,690
__ 44,099,501 15,623,547
3 PROFIT /{ LOSS ) FROM OPERATIONS
Profit / ( Loss ) from operations is stated after
charging all expenses including the following
Auditors Remuneration 100,000 150,000
Depreciation 35,524 605 36,149,192
Gratuity 1,294,899 1,381,691
Inventories Written Off 1,234,811 -
Interest 2,214,687 2,029,605
Profit On Disposal Of Property, Plant And Equipment 41,950 292,400
4 INCOME TAX EXPENSES
Current Year - -
Deferred Tax (16,861,818) 16,240,653

No provision for taxation has been made due to losses incurred by the Company in prior

years. The Company's loss to be set off against future taxable income is est

Rs 48,369,609 ( 2001 : Rs 60,043,210 ).

Chartered
Agccountants
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Hulugalle Samarasinghe & Co.
Chartered Acconntants

Continuation Sheel

INDEPENDENT TELEVISION NETWORK LIMITED
NOTES TO THE ACCOUNTS ( CONT )

PROPERTY, PLANT AND EQUIPMENT

Balance Additions Disposals Balance
As At As At
01.01.2002 31.12.2002
Rs. Rs. Rs. Rs.
At Cost
Land 6,082,446 - - 6,082,446
Buildings 53,084,614 1,371,621 - 54,456,235
Plant, Machinery And Equipment 268,653,799 26,435,706 (165,685) 294,923,820
Transmitters 106,170,862 456,795 - 106,627,657
Motor Vehicles 27,924,568 - - 27,924,568
Furniture, Fittings And Other 21,058,280 1,930,384 - 22,988,664
Tools 760,186 40,134 - 800,320
Library Books 270,968 12,421 - 283,389
| 484005723 30,247,061 (165.665) 514,087,099
Balance Charge Disposals Balance
As At For The Year As At
01.01.2002 31.12.2002 .
Rs. Rs. Rs. Rs.
Depreciation
Land - - - -
Buildings 13,874,408 2,654,231 - 16,528,639
Plant, Machinery And Equipment 210,338,050 19,502,866 (165,685) 229,675,231
Transmitters 68,776,685 7,996,787 - 76,773,472
Motor Vehicles 20,432,471 3,484,389 - 23,916,860
Furniture, Fittings And Other 10,910,381 1,810,343 - 12,720,724
Tools 552,933 71,888 - 624,821
Library Books 262,617 4,101 - 266,718
325,147,545 35,624,605 (165,685) 360,506,465
Net Book Value 158,858,178 153,580,634

Chartered
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Hulugalle Samarasinghe & Co.
Chartered Accountants

INDEPENDENT TELEVISION NETWORK LIMITED

NOTES TO THE ACCOUNTS

6 GOODWILL

Beginning Of The Year
Amortisation For The Year
End Of The Year

7 LONG TERM INVESTMENT
Lanka Puwath Limited ( Unquoted )
8 INVENTORIES

Fuel
Spares And Others

Less : Provision For Inventories Write Off

9 TRADE AND OTHER RECEIVABLES

Trade Debtors
Other Debtors

Less : Provision For Doubtful Debts

Staff Loans
Advances And Deposits
10 CASH AND CASH EQUIVALENTS

Bank And Cash
Short Term Deposits

Continuation Sheel

31.12.2002 31.12.2001
Rs Rs

12,697,912 16,930,551
(4,232,639) (4,232,639)
8,465,273 12,697,912
4,000 4,000

93,888 172,338
7,607,355 9,028,285
7,701,243 9,200,623
_(342,998) (1,545,697)
7,358,245 7,654,926
73,910,407 30,628,818
33,932,056 18,185,245
107,842,463 48,814,063
(3,146,337) (2,997,701)
104,696,126 45,816,362
17,127,316 19,108,908
15,958,012 29,960,670
137,781,454 94,885,940
(475,369) 32,671,716
45,395,734 45,500,000
44,920,365 78,071,716
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Hulugalle Samarasinghe & Co.
Chartered Acconntants

INDEPENDENT TELEVISION NETWORK LIMITED

NOTES TO THE ACCOUNTS ( CONT.)

11

12

13

14

SHARE CAPITAL

Authorised
9,500,000 Shares Of Rs 10 Each

Issued And Fully Paid
9,500,000 Shares Of Rs 10 Each

RETIREMENT BENEFIT OBLIGATIONS
Beginning Of The Year

Charge For The Year

Payments During The Year

End Of The Year

DEFERRED TAX
Beginning Of The Year
Transfer To Income Statement

End Of The Year

DEFERRED INCOME
Beginning Of The Year
Received During The Year

Amortisation For The Year

End Of The Year

13

Conlinuation Sheel...............ccoovveeviinii,

31.12.2002 31.12.2001
Rs Rs
95,000,000  _ 95,000,000

95,000,000 95,000,000
13,508,492 13,002,837
1,294 899 1,381,691
(633,667) (876,036)
14,169,724 13,508,492
34,734,424 18,493,771
(16,861,818) 16,240,653
17,872,606 34,734,424
99,355,508 50,463,072
10,000,000 55,233,503
(22,469,212) (6,341,067)

86,886,296

99,355,508




Hulugalle Samarasinghe & Co. Continunation Sheet
Chartered Accountants

...............................

INDEPENDENT TELEVISION NETWORK LIMITED
NOTES TO THE ACCOUNTS ( CONT.)

31.12.2002 31.12.2001
Rs Rs
15 TRADE AND OTHER PAYABLES
Sundry Creditors 26,894 403 28,577,780
Accrued Expenses 30,720,835 18,518,091
Provision For Audit Fee 190,000 402,525
Dividend Payable 4,000,000 4,000,000
61,805,238 51,498,396

16 CONTINGENT LIABILITIES
The following material contingent llabilities existed as at the balance sheetf date.
(1) Expired creditors amounting to Rs 16,176,678.

(i) A court case is pending where an individual is claiming damages amounting to
Rs 500 million.

(iii)  Anindividual is claiming damages amounting to Rs 300,000.

(iv) A court case is pending where an individual is claiming Rs 1 million from the
first respondent or from the Company who is the second respondent for non
payment by the first respondent.

(v) A courl case is pending where an individual is claiming damages amounling to
Rs 200,000.

17 POST BALANCE SHEET EVENTS

There have been no material events occurring after the balance sheet date
adjustments to or disclosure in the financial statements.
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