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Sri Lanka Broadcasting Corporation

Statement of comprehensive income

(all amounts in Sri Lanka Rupees)

Financial Statements 2022

Note Year ended Year ended Year ended Year ended
M Pecember 31 December 31 December 31 PBecember
2022 2021 adjusted 2021 2020
Sales 1 682,086,556 632,842,573 632,842,573 545,092,393
Cost of sales 2 555,511,008 555,341,319 555,341,319 537,608,568
Q)(\
Gross profit 126,575,548 \®®7,501 254 77,501,254 7,483,825
c‘,\(b
Cther operating income 3 364,332,8@ 340,018,557 340,018,557 346,439,569
. Q}Q
Distribution costs 4 gQ,ﬁ 1,236 14,009,237 14,009,237 8,431,070
N . .
Other Operating Expenses 5 ?96 350,971,983 355,045,386 355,045,386 359,456,549
Administrative expenses 6 355,818,272 377,874,344 377,874,344 424,357,685
Opefafing profit (231,193,244) {329,409,156) (329,409,1586) {436,321,911)
Finance costs 7 5,195,318 4,103,603 4,103,603 5,984,176
PrqfiU(Loss) before Govt. Grant (236,388,563) (333,512,759) {333,512,759) (442,306,087)
Govt. Grant 3.1 345,000,000 345,000,006 440,000,000
Profi{Loss) after Gowt. Grant {236,388,563) 11,487,241 11,487,241 (2,306,087)
Income Tax 8 60,478,069 45,198,370 15,333,496 1,275,703
i |Profit/(Loss) aiter Income Tax {175,910,494) 56,685,611 26,820,737 {1,030,384)
Other Comprehensive Income 21 34,779,394 54,947,608 54,947,608 (61,720,242)
1 |Profit after tax (141,131,100)] 111,633,219 81,768,345 (62,750,626)
{|Total comprehensive income {141,131,100)} 111,633,219 81,768,345 (62,750,626))

The notes on pages 5 to 30 form an integral part of these financial statements.
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_i? amh Flow Statement for the year ended 31st December 2022

Financial Statements 2022

#a)iaciation

tatuity paid

Bxrie] Deposits

Drescription 2022 2021
Eual Tlow from operating activities .
' : jnt profit before interest and tax (236,388,563) 9,286,276
illustment for _
Fmortisation of government grant (82,800,331) (100,322,193}
Hnotlisation of grant Trinco (154,628,399) (155,406,674}
_ 75,053,883 88,838,538
§ypraciation Trinco 159,851,496 160,774,772
Iitware Amortisation 4,382,527
41 vision for gratuity 36,341,450 36,559,005
Jrovision for bad debts 13,798,736 6,245,224
nin/(Lossy on Exchange {13,707,668) 33,808,167
41,071,198
(202,479,386) 50,357,475
Fporating profit betore working capital Q
6?)
cinase/ Decrease in inventories (12,025\.&%) 1,820,310
el Decrease in Trade & other receivables 14,6%8,743 (34,899,045)
“furoase/Decrease in Trade & other payables 1 13,899 (920,511)
Riroase/Decrease in Non financial Liabilites | . <®7,956,978 | 188,624,430 25,304,794 (8,694,452)
_ &S
' 6\\@5 (29,222,119) (62,071,185)
- O
‘Wit cash from operating aciivities Ay (16,408,163))
auh flow from investing activities :
(75,755,230) (5,993,621}
Fovamment Grant 40,000,000 132,853,000
Purchase of property, plant and equipment (15,461,957) : (8,798,552)
Jnpital work in progress (2,806,144)] (54,023,330} {1,040,000)
£ash flow from Financial activities ' 117,020,927
g ymant of lease rental
$lut cash used in Financial activities
wish flow from finance activities
ot Increase/ Decrease in cash and (97,100,415) 106,612,764
' cash equivalents
iwh and cash equivalents at beginning of 144,771,913 38,158,149
: period
§i1sh and cash equivalents at end of 47,671,497 144,771,913
petiod (note 14)

The notes on pages 5 to 30 form an integral part of thess financial statements.




Financial Statements 2022

Sri Lanka Broadcasting Corporation

Notes to the financial statements

1 General information
1.1 Reporting Entity
Sti Lanka Broadcasting Corporation, a Corporation duly incorporated and established under the Sri Lanka
Broadcasting Corporation Act No. 37 of 1966 having its registered office at independence Square,
Colombo 07 and principal place of business is situated at Independence Square, Colombo 07.
1.2 Principal Activities and Nature of Operations
During the year, the principal activity of the Corpora@n is sale of airtime.
N
Q

1.3 Date of Authorization for Issue Q(Q
\.

Financial Statements of Sri Lanka Broadcaiﬁﬂg Corporation for the year ended 31 December 2022 was
presented for approval on 27 February 3023.

1.4 Number of employees Q\(\
The number of permanent S@ployees at the end of the year was 577
And the number of Contract staff at the end of the year was 82

(31.12.2021 - 723}

2. Basis of preparation and adoption of Sri Lanka Financial Reporting Standards ('SLFRS')

The Corporation prepares its financial statements in accordance with the Sri Lanka Accounting Standards
("SLFRS" ) issued by the Institute of Chartered Accountants of Sri Lanka and Sri Lanka Accounting and Auditing
Standards Act No. 19 of 1995,

‘The institute of Chartered Accountants of Sri Lanka issued a new volume of Sri Lanka Accounting Standards
(" SLFRS") and to require enterprises to apply these standards effective for years beginning on or after 1 January
2012,

3.1 Summary of significant accounting policies

The principal accounting policies applied in the preparation of these financial statements are set out below. These
policies have been consistently applied to all the years presented, unless otherwise stated.

.The notes on pages 5 to 30 form an integral part of these financial statements. 5




Financial Statements 2022

3.1.1 Basis of preparation

The financial statements of Sri Lanka Broadcasting Corporation have been prepared in accordance with Sri Lanka
Financial Reporting Standards (SLFRS). The financial statements have been prepared under the hlqtoncal cost
and other specific measurements which are explained in the succeeding notes.

No adjustments have been made for inflationary factors affecting the financial statements.

The preparation of financial statements in conformity with SLFRS require the use of critical accounting estimates.
It also requires management to exercise its judgment in the process of applying the corporation's accounting
policies. The areas where assumptions and estimates are significant to the financial statements are disclosed in
Note 4. The reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date
of the financial statements and the report of amouni®of revenue and expenses during the reporting period.
Although these estimates are based on manageme aé%est knowledge of current events and actions, actual results
ultimatefy may differ from those estimates. \(5@
3.1.2 Going Concern . \Q}%

8
The directors have made an assessmax@@?the Corporation’s ability to continue as a going concer and they do not
intend either to liquidate or to ceayy admg

<@
3,13 Post Balance Sheet E\;@zs

All material events occurring after the balance sheet date have been conmdered and where necessary adjustments
have been made to /or disclosed in the financial statemnents. '

3.1.4 Comparative Information

The Accounting policies, which have been consistently applied by the Corporation, are unless otherwise stated
.consistent with those used in the previous years. Previous year’s figures and phases have been rearranged to
confirm {o the presentation.

3.1.5 Foreign currencies
{(a) Functional and presentation currency

Items included ia the financial statements of the Corporation is measured using the currency of the primary
economic environment in which the entity operates ("the functional currency”). The financial statements are
presented in Sri Lankan Rupees, which is the Corporation’s functional and presentation currency,

{b) Foreign Currency Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the
dates of the transactions or valuation where items are measured, Foretgn exchange gains and losses resulting from
the settlement of such transactions and from the translation at year-end exchange rates of monetary assets and
liabilities denominated in foreign currencies are recognized in the income statement.

The notes on pages 5 to 30 form an integral part of these financial statements. )
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Financial Statements 2022

1.2 Other Significant Accounting Policies

3.2.1 Assets and Bases of Their Valuation

L

Assets classified as current assets in the Balance Sheet are cash and those which are expected to be realized in
cisly, during the normal operating cycle of the Corporation’s business, or within one year from the Balance Sheet
Jate, whichever is shorter. Assets other than current assets are those which the Corporation intends to hold beyond
i period of one year from the Balance Sheet date.

1.2.1.1 Property, plant and equipment

l.und and buildings comprise mainly head office, regional and transmission station. All the property, plant and
cquipment are stated at historical cost. The cost of PPE is the cost of purchase with any incidental expenses
incurred in bingeing the assets to its working conditions, for it’s intend use. Expenditure incurred for the purpose
of acquiring, extending or improving assets of permanent nature has been treated as capital expenditure.
subsequent costs are included in the asset's cairying a.mount&?recogmzed as a separate asset, as appropriate, only
when it is probable that future economic benefits associg@ed with the item will flow to the Corporation and the
vost of the item can be measured reliably. \’0
NS
3.2.1.2 Restoration Costs Q\Q>

0
lixpenditure incurred on repairs or maint n@ice of property, plant and Equipment in order to restore or maintain

ihe Future econormic benefits expecte%&om originally assessed standard of performance, is recognized as an
nxpense when tncurred. 6\

?\

1.2.1.3 Depreciation

| and is not depreciated. Provisions for depreciation for other assets are calculated by using a straight-line method
on the cost / revalued amounts of all fixed assets. The principal annual rates used for this purpose are:

Buildings 2.5%
Plant and machinery 7.5%
Audio Frequency Equipment 7.5%
Furniture and fixture & Equipmenf 10% =
Transmitier : 7.5%
Motor vehicles | | 25%
Musical Instruments 10%
Computer Equipment _ 50%
Record Tapes 33.33%
Loose Tools 50%
Software 50%

The notes on pages 5 to 30 form an integral part of these financial statements. 7



Financial Statements 2022

The asset's residual values and useful lives are reviewed, and adjusted if appropriate, at the end of each reporting
period.

An asset's carrying amount is written down immediately to its recoverable amount if the asset's carrying amount is
greater than its estimated recoverable amount.

Gains and losses on disposal of property, plant and equipment are determined by reference to their carrying
amount and are taken into account in determining operating profit. When revalued assets are sold, the amounts
included in other reserves are transferred to retained earnings.

3.2.1.4. Cost of Sale Rates are given below,

Sataries & Wages 60%
EPF 60%
ETF 60% o
Travelling & Subsistence S0%0
Programme Expenditure ﬁ
Relief Staff & %0%
Vehicle hiring charges O\Q} 40%
Maintenance cost ,00 40%
Linking charges (<\° 100%
Higher of outside Towgg® =~ 100%
Electricity \)6\ 75%
Business Promotiof Expenditure 100%
Commission (Local) o 100%
Commission (Foreign) - 100%

3.2.2 Capital Work~in-Progfess

Capital work-in-progress represents the accumulated cost of materials and other costs directly related to the
construction of an asset. Capital work-in-progress is transferred to the respective asset accounts at the time it is
‘substantially completed and ready for its intended use.

323 Financial Assets
3.2.3.1. Classification
3.2.3.2 Loans and receivable

- Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not guoted
in an active market. They are included in current assets, except for maturities greater than 12 months after the end
of the reporting period. These are classified as non-current assets. The Corporation’s loans and receivables
comprise ‘trade and other receivables’ and ‘cash and cash equivatents’ in the statement of financial position.
{Notes 13 and 14)}. '

The notes on pages 5 to 30 form an integral part of these financial statements. 8




Financial Statements 2022

3.2.3.3 Recognition and measurement

Financial assets carried at fair value through profit or loss is initially recognized at fair value, and transactlon
costs are expensed in the income statement. Financial assets are derecognized when the rights to receive cash
flows from the investments have expired or have been transferred substantially all risks and rewards of ownership.
Avatlable-for- sale financial assets and financial assets at fair value through profit or loss are subsequently carried
at fair value. Loans and receivables are subsequently carried at amortized cost using the effective interest method.

Gains or losses arising from changes in the fair value of the ‘financial assets at fair value through profit or loss’
category are presented in the income statement within ‘other (losses)/gains — net’ in the period in which they
arise.

Changes in the fair value of monetary and non-monetary securities classified as available for sale are recognized
in other comprehensive income. When securities classified as available for sale are sold or impaired, the
accumulated fair value adjustments recognized in equity are@%luded in the income statement as ‘gains and losses
from investment securities’. Interest on available-for—sal@@curities calculated using the effective interest method
is recognized in the income statement as part of other;\iﬁgéme. '

AN
é}’b
,00
N\
3.2.3.4 Impairment of financial assets GQ\
xQ”
N

(a) Assets carried at amortized

The Corporation assesses at the ‘end of each reporting period whether there is objective ,é:{ridence that a financial
asset Is impaired. A financial asset is impaired and impairment losses are incurred only if there is objective
evidence of impairment as a result of one or more events that occurred after the initial recognition of the asset (a
‘loss event’) and that loss event (or events) has an impact on the estimated future cash flows of the financial assets
that can be reliably estimated.

Evidence of impairment may include indications that the debtors or a group of debtors is experiencing significant
financial difficulty, default or delinquency in interest or principal payments, the probability that they will enter
bankruptcy or other financial reorganization, and where observable data indicate that there is a measurable
decrease in the estimated future cash flows, such as changes in arrears or econdmic conditions that correlate with
defaults.

For loans and receivables category, the amount of the loss is measured as the difference between the asset’s
carrying amount and the present valve of estimated future cash flows (excluding future credit losses that have not
been incurred) discounted at the financial asset’s original effective interest rate. The carrying amount of the asset
is reduced and the amount of the loss is recognized in the consolidated income statement. If a loan or held-to-
maturity investment has a variable interest rate, the discount rate for measuring any impairment loss is the current
effective interest rate determined under the contract. As a practical expedient, the Corporation may measure
impairment on the basis of an instrument’s fair value using an observable market price.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively
(v an event occurring after the impairment was recognized (such as an improvement in the debtor’s credit rating),
Ihe reversal of the previously recognized impairment loss is recognized in the income statement.

The notes on pages 5 to 30 form an integral part of these financial statements. 9




Financial Statements 2022

3.2.3.5 Trade receivables

Trade receivables are carried at anticipated realizable value. A provision for impairment of trade receivables is
established when there is objective evidence that the Corporation will not be able to cotlect all amounts due
according to the original terms of the receivables. Significant financial difficulties of the debtor, probability that
the debtor will enter bankruptey ot financial reorganization and default payments are considered indicators that
the trade receivable is impaired. The carrying amount of the asset is reduced through the use of an allowance
account, and the amount of the loss is recognized in the statement of comprehensive income within distribution
cost. When a trade receivable is uncollectible, it is written off against the allowance account for trade receivable.
Subsequent recoveries of amounts previously written-off are credited against distribution cost in the imcome
statement.

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

2

324 Inventories (QQ)Q
Inventories are stated at the lower of cost o 1@\ vealizable value. Cost is determined on a purchase price basis.,,
Net realizable value is the estimate of t@se]ling price in the ordinaty course of business, less the costs of

completion and selling expenses. Q}Q

)
3.2.5 Cash and cash equivalenty~
: Q

.\ .

N\ . . L . .

n the statement of cash ﬂo@ cash and cash equivalents includes cash in hand, deposits held at call with banks,
- other short-term highly lighid investments with original maturities of three months or less and bank overdrafts. In
- the statement of financial position, bank overdrafts are shown within borrowings i current Liabihities.

3.2.6 Borrowing cosis

General and specific borrowing costs directly attributable to the acquisition, construction or production of
qualifying assets, which are assets that necessarily take a substantial period of time to get ready for their intended
use ot sale, are added to the cost of those assets, until such time as the assets are substantially ready for their
intended use or sale.

Investment income earned on the temporary investment of specific borrowings pending their expenditure on
qualifying assets is deducted from the borrowing costs eligible for capitalization.

All other borrowing costs are recognized in profit or loss in the period in which they are incurred.

3.2.7 Current and deferred tax

The tax expense for the period comprises current and deferred tax. Tax is recognized in the income staiement,
except to the extent that it relates to items recognized in other comprehensive income or directly in equity. In this
case, the tax is also recognized in other comprehensive income or directly in equity, respectively.

The notes on pages 5 to 30 form an integral part of these financial statements. 10
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Financial Statements 2022

a} Current Taxation

Current tax liabilities arise to the Corporation in accordance with the provisions of the Inland Revenue Act No.
24 of 2017 and amendments thereto. These liabilities are provided for in the Financial Statements applying the
said provisions which the management believes reflect actual liability. There can be instances where the stand
taken by the Corporation on transaction is contested by the Revenue Authority. Any additional costs on account
of these issues are accounted for as a tax expense at the point of liability is confirmed on the Corporation.

Current tax assets and liabilities for the current year and prior periods are measured at the amounts expected to
be recovered from or paid to Revenue Authority. Tax rates and tax laws used to compute the amount are those
that are enacted or substantively enacted by the Balance Sheet date. The provision for current tax is based on the
elements of income and expenditure as reported in the Financial Statements. :

&
b) Deferred Tax @@0

Deferred tax is recognized using the Balance Sh@gmethod, providing for temporary differences between
carrying amounts of assets and liabilities for fiaticial reporting purposes and the amount used for taxation
purposes. Deferred tax is not recognized for emporary differences arising in the initial recognition of assets
or liabilities in a transaction that is not lz@mess combination and that affects neither accounting nor taxable
profit, and differences relating to mves&éeut subsidiaries to the extent that they probably will not reverse in the
foreseeable future. In addition, de& tax is not recognized for taxable temporary differences arising on the
initial recognition of goodwill. @dterred tax is measured at the tax rates that are expected to be applied to the
temporary differences when they reverse, based on the laws that have been enacted or substantively enacted by
reporting date. Déferred tax assets and Kabilities are offset if there is a legal enforceable right to set off current
tax liabilities and assets, and they relate to income taxes levied by the same tax authorities on the same taxable
entity.

A deferred tax asset is recognized only to the extent that it is probable that future profits will be available against
which the temperary difference can be utilized. Deferred tax assets are reviewed at each reporting date and are
reduce to the extent that is no longer probable that the related tax benefit will be realized.

" The notes on pages 5 t0 30 form an integral part of these financial statements. 11
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3.2.8 Employee benefits
3.2.8.1 Retirement Benefit Obligations
a) Defined Benefit Plan — Retirement Gratuity Provision

A defined benefit plan is a post-employment benefit plan other than a defined contribution plan. The liability
recognized in the financial staternenis in respect of defined benefit plan is the present value of the defined obligation
at the reporting date. The defined benefit obligation is calculated using the projected unit credit method. The present
value of the defined benefit obligation is determined by discounting the estimated fulure cash outflows.

Using interest rates that are determined in currency in which the benefits will be paid and that have term to maturity
approximating to the terms of the related liability.

Provision has been made for retirement gratuities from ﬂ@%rst year of service for all emptoyees, in conformity with
LKAS 19 (Revised 2006) on retirement benefit costsdNowever, under the payment of Gratuity Act No. 12 of 1983,
the liability to an cimployee arises only on compl\ of 5 years of continued service.

O
The liability is not externaily funded. Tb@ckcy assumption by the Management includes the followings,
AN
01. Rate of Interess of 26.(&%
02. Rate of Salary incregyiit of 1.5%
03. Retirement age of @il employees 60 Year

04. Staff Turnover factor 2%

b) Defined Contribution Plans — “Employees Provident Fund” & “Employees Trust Fund”

All employees who are eligible for “Employees Provident fund” contribution and “Employees Trust Fund”
coniribution are covered by relevant contribution funds in line with respective statutes and regulations.
Employer’s contribution to the defined contribution plans are recognized as an expense in the Income Statement
when incurred.

3.2.9 Government grants

Grants from the government are recognized at their fair value where there is a reasonable assurance that the grant
will be received and the corporation will comply with all attached conditions.

Government grants relating to costs are deferred and recognized in the statement of comprehensive income over
the petiod necessary to match them with the costs that they are intended to compensate.

Government grants relating to property, plant and equipment are included in non-current liabilities as deferred
government grants and are credited to the statement of comprehensive income on a straight-line basis over the
expected lives of the related assets.

The notes on pages 5 to 30 form-an integral part of these financial statements. 12
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Amortization Rates are given below,

. Buildings 2.5%
Plant and machinery 7.5%
Audio Frequency Equipment - - 1.5%
Furnitare and fixture & Equipment 10%
Transmitier 7.5%
Motor vehicles 25%

Computer Equipment 50%
Software | 50% &
Q)Q
N
N\
&

3.2.10 Provisions

Provisions are recognized when the Corporatigh has a present legal or constructive obligation as a result of past
cvents, it is probable that an outflow of f&urces embodying economic benefits will be required to settle the
obligation, and a reliable estimate of th@ cunt of the gbligation can be made.

3.2.11 Contingent Liabilities and@?mtmgent Assets

A contingent liability is a possiblé abligation that arises from past-events whose existence will be confirmed by
the occurrence or non-occurrence of one or more uncertain future events beyond the control of the corporation or
u present obligation that is not recognized because it is not probable that an outflow of resources will be required
(o seitle the obligation. A contingent liability also arises in extremely rare cases where there is a liability that can
ot be measured reliably. The corporation does not recognize a contingent lability but discloses its existence in
the Financial Statements,

A contingent asset is a possible asset that arises from past events whose existence will be confirmed by the
vecurrence or non-occurrence of one or more uncertain future events beyond the control of the corporation. The
corporation does not recognize contingent assets but discloses its existence where inflows of economic benefits
me probable, but not virtually certain,

J.2.12 Trade Payables

Trade payables are obligations to pay for goods or services that have been acquired in the ordinary course of
business from suppliers. Accounts payable are classified as current liabilities if payment is due within one year or
less (or in the normal operating cycle of the business if longer). If not, they are presented as non-current liabilities.

Trade payables are recognized initially at fair value and subsequently measured at amortized cost using the .
effective interest method.

The notes on pages 5 to 30 form an integral part of these financial statements. 13



Financial Statements 2022

3.2.13 Tinance Lease Obligations

Property, plant and equipment on ﬁnl'ance leases which effectively transfers to the corporation substantially all
the risks and benefits incidental to Ownership of the leased items are capitalized at the inception of the lease at
the fair value of the leased property or, if lower, 4t the present value of the minimum lease payment at inception
of the, less accumulated depreciation

The total interest payable is accounted as interest in suspense. The corresponding credit is recorded lease as an
amount payable to lesser. The instaliments paid are used to reduce the liability.

The Interest charge of the year is transferred from the inferest suspense account to the Income Statement.

3.2.14 Income Statement (s\\%
Q
| 3.2.14.1 Revenue recognition \Q}Q

X0
Revenue is measured at the fair value of thqﬁonmderanon received or receivable, and represents amounts

receivable for service supplied, stated net o QScounts and value added taxes. The corporation recognizes revenue
when the amount of revenue can be re%@@ measured:; when it is probable that futare economic benefits will flow
to the entity; and when specific critegidhave been met for each of the corporation’s activities, as described below
the Corporation bases its estima return on historical results, taking into consideration the type of customer,
the type of transaction and thﬁeciﬁcs of each arrangemert.

(a) - Sale of Air time

. Revenue comprises the sale of air time. Revenue from the sale of air time is recognized when advertisement are
aired. '

(b)  Imterest incbme

Tnterest income is recognized as the interest accrued on the time basis (taking into account the effective yield on
the asset) unless collectability is in doubt.

() Net Gains and Losses on Disposals of Property, Plant & Equipment

Net gains and losses on disposal of an item on Property, Plant & Equipment are determined by comparing the net
sales proceeds with the carrying amount of Property, Plant & Equipment and are recognized in the Income |
Statement.

{d) Other Income

All other incomes are recognized on an accrual basis.

The notes on pages 5 to 30 form an integral part of these financial statements. 14
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3.2.15. Expenditure Recognition

a) Opeérating Expenses :
Expenses are recognized in the income staiement on the basis of a direct association between the cost incurred and
the earning of specific items of income, All expenditure incurred in the running in the business and in maintaining
the property, plant and equipment in a state of efticiency has been charged to income in arriving at the profit / {loss)
for the year, Provisions have also been made for bad and doubtful debts, all known iiabilities and depreciation on
Property, Plant & Equipment. '

I Finance Expenses

[nterest expenses are recognized on an accrual basis. Borrowing costs are recognized as an expense in the period in
which they are incurred.

1216 Comparatives

N
Where necessary, comparative figures have been adjuste%@ conform with change in presentation in the current
yoar, _ \,5@
S

4, Critical accounting estimates and judgppent
S

Jwlginents, estimates, and assumptions that \Q@Qms the application of accounting policies and reported amounts of
imsety, liabilities, income and expeunses ggd disclosure of contingent liabilities, at the repotting date. However,
uncertitinty about these assumptions estimates could result in outcome that require material adjustments to the
carrying amounts of assets or liahilides effected in future periods.

The judgments, estimates and underlying assumptions are based on historical experience and various other
fuctors that are believed to be reasonablé under the circumstances, the results of which form the basis of making
the judgments, estimates and assumptions about the carrying amount of assets, liabilities and contingent
linbilities that are not readily identified from other sources, :

The judgments, estimates and underlying assumptions are reviewed on an ongeing basis. Revisions to accounting
salimates are recognized in the period in which the estimate is revised if the revision affects only that period or in
e period of the revision and future periods if the revision affects both current and future periods. Judgments,
extimales and assumptions made by the management in application of LK ASs that could have a significant effect
oh {he Financial Statements.

fu) Pension benefits

The preaent value of the pension obligations depends on a number of factors that are determined on an actuarial
Liabs using a number of assumptions. The assumptions used in determining the net cost (income) for pensions
Welwle the discount rate. Any changes in these assumptions will impact the carrying amount of pension
oobillgttons.

The corporation determines the appropriate discount rate at the end of each year. This is the interest rate that

shioul be used to determine the present value of estimated future cash outflows expected to be required to settle

the pension obligations. In determining the appropriate discount rate, the corporation considers the interest rates

il eorporte bonds. Other key assumptions for pension obligations are based in part on current market conditions.
The notes on pages 5 to 30 form an integral part of these financial statements. 15
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(b) Income taxes

The corporation is subject to income taxes.' Significant judgment is required in determining the provision for
income taxes. There are many transactions and calculations for which the ultimate tax determination is uncertain.
The corporation recognizes liabilities for anticipated tax audit issues based on estimates of whether additional
taxes will be due. Where the final tax outcome of these matters is ditferent from the amounts that were initiaily
recorded, such differences will impact the current and deferred income tax assets and liabilities in the period in
which such determination is made.

5.  Financial Risks Management

5.1 Financiak risks factors
@

The corporation’s activities expose it to a vatiety of ﬁna{(&:l risks: market risk (including currency risk, fair value
interest rate risk, cash flow interest rate risk and Q}@e risk), credit risk and liquidity risk. The Corporation’s
overall risk management program focuses to m'{ﬁi'mize potential adverse effects on the Corporation’s financial

petformance. Qo\(b
o
Risk management is carried out by a Fi@&e department under the policies approved by the board of directors.
O
i
a) Market Risks ?})

(i) Foreign exchange risk

The Corporation imports required equipment internatiomally and it is exposed to foreign exchange risk arising
from various currency exposures primarily with respect to the US doltars. To manage their foreign exchange risk
arising from future commercial transactions and recognized assets and liabilities, corporation enter in to
agreement with local agents.

(ii) Price risk

The group is exposed to commedity price risk . Corporation minimizes the risk by entering agreement with the
main suppliers.

(iif) Credit risks

Credit risk is exposing mainly from trade receivables and corporation is responsible for managing and analyzing
the credit risk for each of their new clients before delivering the service. ‘

Credit risk arises from cash and cash equivalents, deposits with banks and financial institutions, as well as credit
exposures to customer’s receivables and committed gransactions. For banks and financial institutions, only
independently rated parties with a minimum rating of *A’ are accepted. Risk control assesses the credit quality of
the customer, taking inio account its financial position, past experience and other factors. Tndividuat risk limits are
set based on internal or external ratings. The utilization of credit limits is regularly monitored.

The notes on pages 5 to 30 form an Integral part of these financial statements. . 16
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tIv) Litjuidity risks

t"wih {low forecasting is performied by the corporation and reviewed regularly to ensure the corporation’s liquidity
gidrement. Such forecasting. takes into consideration the corporation®s  debt financing plans, covenant
compliance, Surplus cash hetd by the corporation over and above balance required for working capital
mirgement are transferred to the time deposit to eam interest income with appropriate maturities to meet the
vbligation.

. Related party transactions

Nuime of the Relationship Designation Nature ofthe .  Period
Transaction
Mr. Hudson Samarasinghe - Chairman _ No 2021.06.25-2022.12.31
My, Sunanda Madduma Bandara Board Member ) No 2022.01.07 - 2022.05.05
N
: @
Mr.K.C.ASilva Board Membel:@((\ No 2022.02.07 - 2022.05.05
%
Mrs.W.P.Sewwandi - Ministry %@ber No 2021.01.22 — 2022.05.05
O
N .
Mr.Priyantha K. Rathnayake Boarﬁéﬁ’ember No 2022.06.13 -2022.12.31
.\(\ ’
Mr. M.A.C.Sisira Kumara Q)@%ard Member .No 2022.01.29-2022.12.31
X
N\
Mr. 1.Yogaraj ?\\)6 Board Member No 2022.06.13 ~2022.12.31
_ Ven. Magammana Padndnananda Board Member . - No 2022.06.13 - 202?.06,23

Z Mr. Dunil Heiyanthuduwa Ministry Member No 2022.06.28 -~ 2022.12.31
? Mr. G.M.J.K.Gunawardana Treasury Member No 2020.01.17 - 2022.02.24

Mrs. Geetha Wimalaweera Treasury Member No 2022.03.02 - 2022.05.05

Mrs. D.C.W.Hapugoda Treasury Member No 2022,11.22-2022,12.31
e -
2
it r
ly
of
re

15 ; The notes on pages 5 to 30 form an integral part of these financial statements. 17
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