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'LANKA SATHOSA LIMITED
DRAFT FINANCIAL STATEMENTS FOR THE
YEAR ENDED 31ST DECEMBER 2024



,‘ LANKA SATHOSA LIMITED
STATEMENT OF PROFIT OR LOSS AND COMPREHENSIVE INCOME
FOR THE YT AR ENDED 31ST DECEMBER 2024

(Expresses s 5ot Lankan Rupees) Notes 2024 Year 2023 Year
Nét Revemse 3 52,822,962,708 58,178,566,801 ;
Cost of Sales 4 (46,261,974,449) (51 ,055,25.'4,523,)‘
Gross Prafin 6,560,988,259 7,123,312,278

12.42% 12.24%
Other income 5 1,093,812,414 1,242,816,234

Selling am Desasbution Expenses 6 (5,215,034,048) (4,749,569,666)
Adminissstiwe Expenses 7 (2,242,593,368) (2,272,030,923)
Provissoms 8 (325,029,859) (849.869.,028)
Profit ‘Lass from Operation Activities (EBIT) (127,856,602) 494,658,896
Interest Incomme 9 58,734,794 88,715,076
Interest Exgense 10 (706,961,408) (1,278,607,108)
Profit \Lass) before Taxation (776,083,216) (695,233,136)
Income Tax Expense ,_ - -
Profit {Lass) for the Period (EAIT) (776,083,216) (695,233,136)
Basic Esrmimes  (Lass) Per Share (Rs.) 11 (8.68) (7.78)
Other Compretemsive Income not to be reclassified to Statement of
Profit ex Laws im smbsequent periods :

Actuarie s Loss) on Retirement Benefits Obligation 22 (66,244,384) (47,942,983)

Revalusne Gam
Total Compeshensive Income /(Expense) for the Period (842,327,600) (743,176,119)

™)



)

LANE s SsTHOSs LIMITED
ST ATENEST OF FINANCIAL POSITION

AS AT 55T DECEMBER 2024 2024 Year 2023 Year
Epw=ms = 5 Lasion Rupees) Note

LSEETS

e I Asets

Fmpes P wd Equipment 12 656,242,988 561,581,663
P — 12 134,769,612 202,028,331
e e 13 246,364,164 75,288,447
Tl N prrest Assels 1,037,376,765 838,898,441
e 15 6,846,358,124 8,037,622,194
T mmd Osfer Receivables 16 965,220,313 1,097,156,433
Depessr amt A5vEn0es 17 168,340,524 194,411,802
C o Savwvks 18 44,116,853 83,392,226
PPl Susesses and Statutory Receivables 19 34,779,262 51,334,774
Fmes Deoeres 614,312,798 599,312,798
C=i =g Cash Eguivalents 20 903,861,810 760,898,141
Tumd Corrent Assets 9,576,989,684 10,824,128,368
TOTAL ASSETS 10,614,366,449 11,663,026,809
EETTY AND LIABILITIES

Epm

Soser Capved 21 893,752,720 893,752,720
Tmur muson < 10,330,855,677 8.035,109.971
Bt Tarmees (ot Debit) (21,412,773,813)  (20,570,970,526)
Loy ez 558,873,306 558,873,306
Tum Lgne (9,629,292,110)  (11,083,234,529)
< greean Libilities

Repemene Semefies Obligation 22 540,194,461 400,396,271
Cewezmnnwens Gears 29 59,654,910 65,306,704
Tmmmer _zmse Luciny 25 84,139,410 164,570,121
Em=es Sexmme Loans and Borrowings 26 - 1,147,675,065
Ten S zrrest Liabilities 683,988,781 1,777,948,161
e LpbeScies

T = (¥ Prabls 23 11,105,475,075 12,085,152,322
mmme Ppafic e =port Loan 24 38,906,798 97,557,480
e Gomes 28 27,548,344 59,145,108
Trmme Lemse Lotdm 25 123,183,670 122,287,587
S Besrme Loess and Borrowings 26 1,680,311,492 3,428,382,133
Smmeer Protes 27 975,505,872 652,964,594
Iom TeomTets 20 5,608,738,527 4,522 823,953
Tant e Laddities 19,559,669,777 20,968,313,177
TOT AL EOATTY AND LIABILITIES 10,614,366,448 11,663,026,809

| e S B T d Stat

L Vi amas
a p; ¥l l?‘.l-’\.

ts of the Company comply with the requirements of the Campanies Act

.
Ior=me S s
Director....ited Ravindra Fernando

Acting Chairman

amia Sathosa Limited Lanka Sathosa Limited
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LANKA SATHOSA LIMITED
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 31ST DECEMBER 2024 2024 Year 2023 Year
Expressed in Sri Lankan Rupees)
Cash Flows from Operating Activities
#rofit (Loss) for the Period (EAIT) (776,083,216) (695,233,136)
Adjustments for;
Deepreciation 316,358,705 541,988,675
“mortization of Intangible Assets 68,561,283 63,274,249
Amortization of Government Grant (62,042,816) (117,350,571)
Amortization of Government Grant- Recurrent - (100,000,000)
Frovision for Gratuity 92,356,586 81,228,358
interest Expense 706,961,408 1,278,607,108
Interest Income (58,734,794) (88,715,076)
Prior Year Adjustment (996,027) 6,070,645
Provision for impairment 325,029,859 849,869,028
Creditor Writeback (23,000,974) -
Operating Loss/profit Before Changes in Working Capital 588,410,013 1,819,739,279
Changes in Working Capital
Inventories 899,777,510 (393,895,362)
Trade and Other Receivables 86,335,816 (501,895,181)
Deposit and Advances 1,288,301 (31,476,817)
Consumable Stocks 39275373 (4,845,740)
Prepaid Expenses & Statutory Receivables 11,866,135 (14,901,559)
Trade and Other Payables (956,676,273) 948,731,129
Statutory Payable 322,541,278 538,492,233
Cash used in Operations 992,818,153 2,359,947,982
Gratuity Paid (18,802,780) (17,560,943)
Interest Paid for Over Draft and WCL (665,978,264) (1,225,930,307)
Government Grant Received for Recurrent Exp - 100,000,000
Net Cash used in Operating Activities 308,037,109 1,216,456,733
Cash Flows from Investing Activities
Acquisition of Property, Plant and Equipment (317,446,712) (129,578,284)
Acquisition of Intangible Assets (239,637,000) (4,125,000)
Interest Received 100,264,154 28,205,555
Net Changes in Fixed Deposits (15,000,000) (99,312,798)
Net Cash Flow from / (used in) Investing Activities (471,819,559) (204,810,527)
Cash Flows from Financing Activities
Repayment of Loan Capital (2,895,745,706) (2,895,745,706)
Receipt of Government Grant for Capital Repayment-IL 2,295,745,706 2,828,382,133
Payment of Loan Interest on IL (341,150,295) (592,691,327)
Government Grant Received for Interest-IL 282,499,612 694,423,661
Government Grant Received for Capital Projects - 25,002,150
Repavment for Lease Assets (120,517,772) (136,578,385)
Net Cash Flow from Financing Activities (779,168,455) (77,207,474)
Net Changes in Cash and Cash Equivalents During the Period (942,950,905) 934,438,731
Cash and Cash Equivalents at Beginning of the Period (3,761,925,812) (4,696,364,543)
Cash and Cash Equivalents at End of the Period (4,704,876,717) (3,761,925,812)




LANKA SATHOSA LIMITED
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31ST DECEMBER 2024 2024 Year 2023 Year
* (Expressed in Sri Lankan Rupees) Note
. 3 Net Revemue
Geocery Products 20,843,332,639 24,288.961,420
Prowasion Products 20,785,058,025 27,218,680,265
Lageor 11,227.256,112 6,673,561,267
Gress Revenue 52,855,646,776 58,181,202,953
Sales Discount (32,684.068) (2,636,152)
Nez Revenue 52,822,962,708 58,178,566,801
3.1 Eapense on Sales Discount 35,209,376 1,036,697,970
52 e< Discount Recovered from Suppliers (2,525,308) (1,034,061,818)
.t Expense on Sales Discount 32,684,068 2,636,152
4  Castof Sales
Opemime Stocks 8,348,517,827 7,954,622,465
Pachases 44,759.,814,746 51,449,149,884

Clesme Stocks

53,108,332,573
(6,846,358,124)

59,403,772,350
(8,348,517,827)

46,261,974,449

- 51,055,254,523



NOTES TO THE FINANCIAL STATEMENTS (Contd...)

FOR THE YEAR ENDED 31ST DECEMBER 2024 2024 Year 2023 Year
(Expressed m Sri Lankan Rupees) Note
Other Income
Gomdolz Income 212,962,999 137,271,147
Promotionzl Income 24,653,154 30,129,657
Cos=sssion Income 6,752,890 5,785,335
Semdry Income 65,694,665 54,978,684
Segstration and Listing Income 49,142,500 45,476,375
Reat Income 20,462,499 9,468,334
Craditor Write Back 23,000,974 -
Pesalty Income 15,477,627 8,486,551
Joome Business Plan Income - 25,000,000
Amertisation Government Grant-Recurrent - 100,000,000
Smwertisation of Deferred Income - Capital Grant 62,042,816 117,350,571
Reconeries 43,254,675 30,041,575
Elecanicity Recoveries 15,233,813 14,266,950
Tramsport Recoveries 555,133,802 664,561,054
1,093,812,414 1,242,816,234
and Distribution Expenses
Saleres 1,052,414,469 982,805,544
Cost of Living and Other Allowances 871,503,451 '3'47,084,810
Emplovess Provident Fund 201,796,150 160,155,384
Emplovess Trust Fund 50,568,721 39,903,589
Onerume 310,580,475 287,447,836
Adverusing Expenses 57,288,906 70,097,690
Icestne 29,653,900 37,669,517
Comsamable Store Charges 21,855,615 24,067,925
Geocery Bags 169,568,994 226,494,479
Packmg Charges 7,013,407 17,809,034
Prmting Expenses 5,240,505 28,165,418
= 879,262,484 819,337,408
Sales Discount -Gift Voucher - 180,000
Secunity Charges 322,287,709 268,926,597
Tramsport Charges 512,213,960 675,383,309
Promotional Expenses 25,289,275 7,875,564
Trade License Fees 71,946,828 40,281,240
Remtal Expenses 836,742 4,246,045
Cassal Labor 288.890,232 349,635,931
Socia! Security Contribution Levy 319,614,882 245,124,846
Stock Loss 16,100,073 16,829,239
Quality Inspection Charges 1,107,269 48,258
5,215,034,048 4,749,569,666




LANKA SATHOSA LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Contd...)
(Expressed in Sri Lankan Rupees)

-

Administrative Expenses

Salaries - Managerial, Executive and Clerical
Cost of Living and Other Allowances
Emplovees Provident Fund
Emplovees Trust Fund

Overtime

Director Fees

Annual Leave Payment

Audit Fees and Expenses

Repair and Maintenance

Stock Verification Charges

Courier Charges

Depreciation

Amortization of Intangible Assets
Gratuity

Donations, Sponsorships and CSR Expense
Electricity

Fine and Surcharges

Pest Control .

Service Agreement Fees- AMC

Fuel Charges

Subscription

Insurance

Rovalty Fees for CWE ( Liquor License )
Water Expenses

Legal Fees

Rates and Taxes

Postage and Stamp Fees

Secretarial Fees

Staff Training

Professional Fees

Stationeries

Telephone and Internet

Travelling & Subsistence
Unclaimable VAT

Staff Welfare

Vehicle Rental

Labour Compensation

Bank Charges and Commissions
Miscellaneous

2024 2023 Year
145,064,825 129,519,544
185,942,687 121,049,341

25,433,177 19,656,104
6,245,162 4,862,190
10,939,865 10,542,378
1,453,000 1,984,000
938,886 21,008,566
1,467,000 2,400,000
116,718,797 83,653,264
54,828,297 42,662,832
4,835,715 5,081,322
316,358,705 541,988,675
68,561,283 63,274,249
92,356,586 81,228,358
6,121,500 997,045
486,897,491 472,369,894
2,326,204 293,153
5,147,102 4,391,440
39,146,336 35,193,016
26,386,489 32,555,058
259,768 172,985
33,501,414 24,384,973
- 4,040,682
18,168,495 ~ 16,129,390
6,880,239 5,982,886
1,644,385 819,351
4,458,551 6,170,215
575,100 390,000
67,586 68,200
18,014,028 21,424,361
73,806,688 74,626,146
122,970,463 117,572,544
30,581,962 29,949,100
115,685,364 100,724,593
76,680,502 54,303,419
8,855,466 11,032,332

- 2,658,580
124,841,012 120,866,881
8,433,242 6,003,856
2,242,593,368 2,272,030,923




LANKA SATHOSA LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Contd...)

FOR THE YEAR ENDED 31ST DECEMBER 2024 2024 Year 2023 Year
(Expwessed in Sri Lankan Rupees) Note
S Provisions
For Debtors / Recoverables 33,543,299 42,561,206
For Stock Loss Recoverable _ - 429,374,648
For Stock 291,486,560 310,895,633
For Debit Balance of Creditors - 66,813,380
For Receivable from Treasury (Handling Fee on Canned Fish Claim) - 224,161
325,029,859 849,869,028
9 Interest Income
Interest on Fixed Deposits and Savings 58,734,794 88,715,076
58,734,794 88,715,076
Net Finance Cost
10 Interest Expenses
Interest on People's Bank Loan 28,371,993 55,629,993
Interest on BOC Loan 254,127,619 478,475,866
{ -} Government Grant Received (282,499,613) (534,105,859)
Interest on WCL 46,591,048 225,446,849
Owerdraft Interest 619,387,217 1,000,483,458
665,978,264 1,225,930,307
Lease Interest 40,983,143 52,676,801
706,961,408 1,278,607,108

11 Basic Earnings / (Loss) Per Share (Rs.)
Amount used as the Numerator
Aunrbutable to Equity Holders (Rs.)

Number of Ordinary Shares used as the Denominator
Weighted Average number of Shares in Issue (Nos)

(776,083,216)

89,375,272

(695,233,136)

89,375,272

Basic Earnings / (Loss) Per Share (Rs.)

(8.68)

(7.78)

Sasic Eamnings / (Loss) per share is calculated by dividing the profit / (Loss) attributable to the equity holders by the

we ehted average number of ordinary shares in issue during the reporting period.
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LANKA SATHOSA LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Contd...)
FOR THE YEAR ENDED 31ST DECEMBER 2024

Zxovessed in Sri Lankan Rupees) 2024-Year 2023-Year
13  Intangible Assets
Cost
Opening Balance 306,875,996 302,750,996
Previous Year Adjustment 13.1
Additions During the Year 239,637,000 4,125,000
Closing Balance 546,512,996 306,875,996
Amortiadation
Opening Balance 231,587,549 168,313,300
Previous Year Adjustment 13.1 -
Charge for the Year 68,561,283 63,274,249
Closing Balance 300,148,832 231,587,549
Net Carrying Value 246,364,164 75,288,447
14  Deferred Tax Assets / Liability
Since the company had been incurring continuous losses, no deferred tax assets have
been recognised.
15  Inventories
Trading Stocks (Provisional Items) 1,105,906,768 1,729,445,506
Trading Stocks (Grocery Items) 5,520,330,058 5,937,391,953
Trading Stocks (Liquor) 822,503,491 681,680,369
Provision for Impairment (602,382,193) (310,895,633)
6,846,358,124 8,037,622,194
16  Trade & Other Receivables
Trade Receivables 16.1 792,023,319 877,200,987
Amounts Due from Related Parties 16.2 369,478 110,867,153
Other Receivables 16.3 172,827,516 109,088,294
965,220,313 1,097,156,433
16.1 Trade Receivables
Trade Receivables 423,364,246 539,439,769
Unsettled Fund (6,080,785) (6,080,799)
Provision for Impairment (62,959,958) (62,959,958)
Provision for Impairment-New (42,561,206) (42,561,206)
311,762,297 427,837,807
Accounts Receivable 484,423,966 449,455,180
Provision for Impairment (4,162,944) (92,000)
792,023,319 877,200,987




LANKA SATHOSA LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Contd...)

% FOR THE YEAR ENDED 31ST DECEMBER 2024

Zxpressed in Sri Lankan Rupees) 2024-Year 2023-Year
Y 16.2  Amounts due from CWE
Co-operative Wholesale Establishment 10,452,831 120,950,506
Provision for Impairment (10,083,353) (10,083,353)
369,478 110,867,153
16.3 Other Receivables
Receivable From Ministry 2,269,998 2,269,998
Provision for Impairment (2,270,000) (2,270,000)
. 0 0
Receivable From Treasury(Claim) 224,161 224,161
s Provision for Impairment (224,161) (224,161)
' Receivable From Treasury(Rice Loan) (0) 0
Sports Ministry 36,453,533 36,453,533
Provision for Impairment (36,453,533) (36,453,533)
0 (0)
Stock Loss Recoverable 526,005,509 442,094,725
Provision for Impairment (429,374,648) (429,374,648)
Cash Loss Recoverable 8,755,403 9,564,175
FD Interest Receivable 45,274,682 86,804,042
Receivable from Employees 22,020,101 -
Insurance Receivable 146,468 B
172,827,516 109,088,294
17 Deposits and Advances
) Rent Advacne and Security Deposit 132,180,547 99,921,003
Rent & Rates Prepaid - 113,214
& Rent Recoverable 6,424,731 4,640,524
Salary Advance 2,263,053 2,454,588
i Festival Advance 17.1 9,088,187 24,436,937
Advances- Other 277,540,196 299,698,930
3 Import Clearing Advance-Liverpool | 17.2 (267,600,500) (267,600,500)
Refundable Deposit Receivable 10,130,593 10,330,830
Travelling Advance 554,315 704,781
Big Onion Control 17.3 - -
Under Remittance 17.4 - -
Refundable Deposit - Container 17.5 - .
Mobilisation Advance 20,200,587 9,281,453
Deposit-Bank Gurantee (0) 10,000,000
Petty cash Advance 430,042 430,042
Provision for Impairment (22,871,227)
168,340,524 194,411,802
17.1 Festival Advance
. Advances to Staff 11,445,937 24,882,937
Provision for Impairment (2,357,750) (446,000)
9,088,187 24,436,937




LANKA SATHOSA LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Contd...)

FOR THE YEAR ENDED 31ST DECEMBER 2024

(Expressed in Sri Lankan Rupees) 2024-Year 2023-Year

17.2

17.2.1

17.3

17.4

17.4.1

17:5

18

19

19.1

19.2

Import Clearing Advances-Liverpool Navigation
Import Clearing Advances 267,600,500 267,600,500
Provision for impairment (267,600,500) (267,600,500)

Above amount represents the amount paid to Liverpool Navigation in the year 2015 and
2016 for clearance of Imported Rice and Legal Action has been taken by the company
to recover the same.

Big Onion Control

Big Onion Control 137,826,385 137,826,385
Provision for Impairment (137,826,385) (137,826,385)

Under Remittance
Under Remittance 56,762,337 56,762,337
Provision for Impairment (56,762,337) (56,762,337)

The above represent the amount spent out of the sales collection by the manual outlets
since 2013

Refundable Deposit - Container

Refundable Deposit - Container 19,507,254 19,507,254
Provision for Impairment (19,507,254) (19,507,254)
Consumable Stocks
Grocery Bags 6,343,475 13,046,955
Thermal Papers 1,146,388 14,193,990
Stationeries 13,969,525 11,294,731
Printer Toners 20,565,817 31,244,200
Printed Documents 2,091,648 13,612,350
44,116,853 83,392,226
Pre-Paid Expenses & Statutory Receivables
Pre-Paid Expenses 19.1 28,394,937 45,254,102
Statutory Receivables 19.2 6,384,325 6,080,671
34,779,262 51,334,774
Pre - Paid Expenses
Insurance 12,855,743 7,398,996
Liquor Licenses 296,112 16,557,823
Other Pre-Paid Expenses 15,243,082 21,297,284
28,394,937 45,254,102
Statutory Receivables
Income Taxes 10,927,534 10,927,534
Withholding Tax 13,079,112 8,086,082
Provision for Impairment (17,622,321) (12,932,944)

6,384,325 6,080,671




" LANKA SATHOSS LIMITED
«NOTES TO THE FINANCIAL STATEMENTS (Conrd...)

FOR THE YEAR ENDED 31ST DECEMBER 2024 2024-Year 2023 YEAR
(Expressed s 5= Lawian Rupees) Note
.20 Ca=hh & Cash Equivalents
C smpwments of Cash and Cash Equivalents
20.1 ¥ avwaratde Cash and Cash Equivalent Balance
i MWiomes Market Ac-PB 51,161,939 8
Fasf Casd Wallet 663,700 -
L NTS Usliey Card Control 7,123,289 (1,605,838)
Miczss =l Control 9,003,464 4,096,554
Cash 2 Bank 20.1.1 733,818,467 398,785,738
5 Cash = Hand 20.1.2 102,090,951 359,621,687
903,861,810 760,898,141

20.1.1 Ca=h 3t Bank

Feaple’s Bank
Savings Account - 004-2-002-6-1991855 19.161,940 18.562.863
Saving Account 004-2005-31991855 Colombo 01 5.796,222 138,674.482
Saving Account 004-2006-21991855 Colombo 02 4,559,731 11,794,476
Saving Account (004-2007-11991855 Colombo 03 779,754 3,984,324
Saving Account 004-2008-01991855 Gampaha 01 4,096,564 3.322.275
Saving Account 004-2009-91991855 Gampaha 02 2,639,082 10,024
Saving Account 004-2010-61991855 Matale 2,830,075 6,691,942
Saving Account 004-2011-51991855 Nuwaraeliya 76,610 10,023
Saving Account 004-2012-41991855 Kegalle 10,020 1,639,024
Saving Account 004-2013-31991855 Rathnapura 01 3,653,385 118,013
: Saving Account 004-2014-21991855 Rathnapura 02 - 4,675,021 464,525
Saving Account 004-2015-11991855 Galle 01 24,400 460,025
Saving Account 004-2016-01991855 Galle 02 685,019 2,458,314
Saving Account 004-2017-91991855 Matara 3,199,278 2,061,784
Saving Account 004-2018-81991855 Kurunegala 1,278.969 15,044
Saving Account 004-2019-71991855 Puttalam , 10,020 6,922,024
Saving Account 004-2020-41991855 Kaluthara 1,792,020 8.533,333
B Saving Account 004-2021-31991855 Kandy 3,621,220 276,803
Saving Account 004-2022-21991855 Badulla 10,020 31,695
Saving Account 004-2023-11991855 Anuradhapura 563,492 4,145,524
Saving Account 004-2024-01991855 Polonnaruwa & Trinco 3.601,020 2,905,325
Saving Account 004-2025-91991855 Monaragala 6,121,020 2,957,524
Saving Account 004-2026-81991855 Hambanthota 1.855,020 3.146,475
Saving Account 004-2027-71991855 Ampara & Batticoloa 2,102,520 10,024
Saving Account 004-2028-61991855 Jaffna 262 10,776
Master Card Account - 004-1-001-1-0000044 20,255,462 1,034,734
Petty Cash Account - 004-1-003-7-1991855 3,628,921 4,265,964
General Account - 004-1-004-6-1991855 10,090,513 18,164,548
Mobitel Account - 004-1-006-4-1991855 2,969,188 613,595
Bask of Ceylon Current Account-76587128 585,891,986 36,031,178
Nations Trust Bank Card Account - 100060011036 1,946,325 10,335,324
Cemmercial Bank Card Account - 1480045870 5,731,760 3,622,173
Sampath Bank Card Account 30,161,626
' 733,818,467 293,274,158
Card Control 0) 105,511,580
- W12 Cash in Hand
= Floating Cash 4,752,869 4,687,869
Special Petty Cash 50,000 872
Petty Cash Float 10,273,049 9,621.216
Outlet Cash Control 87,015,033 345,311,730
102,090,951 359,621,687

887,071,357 758,407,425




LANKA SATHOSA LIMITED
NOTES TO THE FINANCIAL STATEMENTS (Contd...)

FOR THE YEAR ENDED 31ST DECEMBER 2024 Note 2024-Year 2023 YEAR
(Expressed im Sri Lankan Rupees)
202 Unifavourable Balances
20.2.1 Bank Overdrafts
People's Bank
Special Provision Account - 004-1-005-5-1991855 2,234,422 454 2,204,108,612
Provision Account - 004-1-007-3-1991855 2,513,203,114 1,862,841,262
Main Current Account - 004-1-001-9-1991855 856,639,013 417,250,472
Liquor Account - 004-1-002-8-1991855 4,473 946 38,623,607
(5,608,738,527) (4,522,823,953)
Cash and Cash Equivalents for the Purpose of Statement of Cash Flows 21.2.2 (4,704,876,717) (3,761,925,813)
21 Stated Capital
Issued and Fully Paid,
Ordinary Shares 893,752,720 893,752,720
893,752,720 893,752,720
No's of Shares 89,375,272 89,375,272
22 Retirement Benefits Obligation
Opening Balance 400,396,271 288,785,872
Expenses Recognised in Profit or Loss Statement 22.1 92,356,586 81,228,358
Acturial (Gain) / Losses Recognised in Other Comprehensive Income 66,244,384 47,942,983
Payments Made During The Period (18,802,780) (17,560,943)
Closing Balance - 540,194,461 400,396,271
22.1 Expenses Recognised in Profit or Loss Statement
Current Service Cost 40,305,070 29,246,902
Interest Charge for the Year 52,051,515 51,981,456
92,356,586 81,228,358




NOTES TO THE FINANCIAL STATEMENTS (Contd...)

FOR THE YEAR ENDED 31ST DECEMBER 2024 2024-Year 2023 YEAR
(Expressed in Sri Lankan Rupees) Note
23 Trade and Other Payables
Trade Payables
Related Party 23.1 1,483,924 956 1,503,112,724
Others 8,796,547.418 9.970,983,883
Orher Payables 232 285,269,631 247,430,096
Accrued Expenses 23.3 539,733,070 363.625.619
11,105.475.075 12,085,152,322
231 Amount Due to Related Parties-Trade
Name of the Company Relationship
Co-operative Wholesale Establishment (CWE) Related Company 1.441.171,658 1,459,494 221
CWE Economic Center Services (Pvt) Ltd Related Company 39,936,676 35433245
CWE Construction and Engineering (Pvt) Ltd  Related Company 2,362,582 7.731,220
CWE Milco Agent (Pvt) Ltd Related Company 454,039 454,039
1,483,924,956 1,503,112,724
23.1 Trade Payables
Supplier Payables, and others 10,213,658,993 11,407.283,226
Provision for impairment- Debit Balances 66,813,380 66,813,380
10,280,472,374 11,474,096,607
232 Other Payables
Employee Security Deposits 11,085,120 11,284,620
Retention Money 33,397,211 25,900,400
Refundable Deposit Payable 4,651,682 3,782,828
Gift Voucher Control 136,335,759 161,046,759
Printing Expense Payable 1,559,336 1,500,000
Lanka Sathosa Welfare Society and Employee Union 73,953 9,350
Incentive Payable 14,533,250 -
Transport Charges Payable 61,281,860 19,378,454
Chairman's Donation control AC 353,738 30,000
SRL Gratuity Control 21 807,722 24,497,685
285,269,631 247,430,096
233 Accrued Expenses
Salaries Payable 44,925,064 217,393
Overtime Payable 29,836,833 31,684,817
EPF Payable 35,566,058 25,251,346
ETF Payable 5,267,156 3,766,593
Annual Leave Reimbursement Payable 21,989,340 14,089,014
Audit and Tax Fee Payable 4,800,000 7,200,000
Rent Payable 256,959,202 108,764,654
Electricity Payable 25,873,237 48,646,722
Telephone Charges Payable 11,425,264 10,583,171
Water Charges 1,680,649 2,556,623
Security Charge Payable 10,568,921 29,154,853
Accrued Charges 90,517,711 81,235,120
Mobitel Recharge Payable 323,636 475315
539,733,070 363,625,619
24 Interest Payable on Import Loan 38,906,798 97,557,480
Interest Payable - BOC
Interest Payable Balance B/F 98,287,369 154,451,576
Interest Expense for the year 254,127,619 478,475,866
Interest Paid during the period (310,291,829) (534,640,073)
Interest payable at the end of the year 42,123,160 98,287,369
Interest Payable - PB
Interest Payable Balance B/F (729,889) 1,691,372
Interest Expense for the year 28,371,993 55,629,993
Interest Paid during the period (30,858,466) (58.051,254)
Interest payable at the end of the year (3,216,362) (729,889)
25 Finance Lease Liability
Opening Balance 363,032,060 499 610,445
Recognition of lease liability -
Payment made during the year (120,517,772) (136.578,385)
Closing Balance 242,514,288 363,032,060
Interest in suspense (35.191.209) (76.174.353)
Total Lease Liability at the end 2 286,857



LANKA SATHOSA LIMITED

NOTES TO THE FINANCIAL STATEMENTS (Contd...) Note 2024-Year 2023 YEAR
FOR THE YEAR ENDED 31ST DECEMBER 2024
(All Amowunts Are [n Sri Lanka Rupees)
26 INTEREST BEARING LOANS AND BORROWINGS
Non-Current Interest Bearing Borrowings
import Loan-BOC - 1,023,972,853
Import Loan-PB - 123,702,212
Working Capital Loan - -
2 1,147,675,065
Current Interest Bearing Borrowings
import Loan-BOC 1,535,959,280 2,559,932,133
Import Loan-PB 144,352,212 268,450,000
Working Capital Loan - 600,000,000
1,680,311,492 3,428,382,133
26.1 Import Loan- BOC Bank
Opening Balance 3,583,904,986 5,631,850,692
Loan obtained during the year - -
Repayment During the year (2,047,945,706) (2,047,945,706)
De -recognition of loan liability
Closing Balance 1,535,959,280 3,583,904,986
262 Import Loan- People's Bank
Opening Balance 392,152,212 639,952,212
Loan obtained during the year "
Repayment During the year (247,800,000) (247,800,000)
Closing Balance 144,352,212 392,152,212
%3 Working Capital
Opening Balance 600,000,000 1,200,000,000
Loans Obtained During the Year
Repayments -Capital (600,000,000) (600,000,000)
Closing Balalnce - 600,000,000
Total Loan Liability 1,680,311,492 4,576,057,198
£ 4 Statwtory Payables
Vadue Added Tax (VAT) Payable 411,311,969 243,469,310
Socal Security Contribution Levy(SSCL) 563,279,723 409,494,217
%25 Holding Tax (WHT) Payable () \]
LPIT Payable 914,181 1,067

975,505,872

652,964,594
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LANKA SATHOSA LIMITED

NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED 315" DECEMBER 2024

1. CORPORATE INFORMATION
1.1. General Information

Lanka Sathosa Limited is one of the largest state-owned retail network in Sri Lanka which is
incorporated in Sri Lanka. The registered office of the company is located at No. 27, CWE
Secretariat Building, Vauxhall Street, Colombo 02.

1.2. Principal Activities and Nature of Operations

The principal activity of the company is distribution of fast-moving consumable items including
liquor and general merchandise through a chain of retail outlets.

1.3. Number of Employees

The staff strength of the Company as at 3 1% December 2024 is 3,654. (3,361 as at 31% December
2023).

2. SIGNIFICANT ACCOUNTING POLICIES
2.1. Basis of Preparation
2.1.1. Statement of Compliance

The Financial Statements of the Company, as at 31 December 2024 and for the year ended, have
been prepared and presented in accordance with Sri Lanka Accounting Standards (SLFRS and
LKAS), laid down by The Institute of Chartered Accountants of Sri Lanka and in compliance with
the requirements of the Companies Act No. 07 of 2007. These Financial Statements include the
following components:

o Statement of Profit or Loss and Other Comprehensive Income providing information on
the financial performance of the Company for the year under review;

» Statement of Financial Position- providing information on the financial position of the
Company as at the year-end,

o Statement of Changes in Equity depicting all changes in shareholder’s equity of the
company during the year under review;

» Statement of Cash Flows providing the information to the users, on the ability of the
company to generate cash and cash equivalents during the year under review; and

= Notes to the Financial Statements comprising Accounting Policies and other explanatory
information. These Financial Statements, except for information on cash flows have been
prepared following the accrual basis of accounting.



LANKA SATHOSA LIMITED

NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED 315" DECEMBER 2024

2.1.2 Responsibility for Financial Statements

The Board of Directors are responsible for preparation and presentation of financial statements of the
Company as per the provision of the Companies Act No. 07 of 2007 and SLFRS and LKAS. The Board
of Directors acknowledge their responsibility for Financial Statements as set out in the Annual Report
of the Board of Director’s, Statement of Directors’ Responsibility, and the certification on the Statement
of Financial Position.

2.1.3. Basis of Measurement

The Financial Statements of the Company have been prepared on the historical cost basis except for the
following items in the Statement of Financial Position:

Category Item Basis of measurement

Assets Land and building Cost/Revaluation

Liabilities - Employee benefit liability ~ Present value of the defined benefit obligation
Assets Derivatives FVOCI

2.1.4. Presentation of Financial Statements.

The assets and liabilities of the Company in the Statement of Financial Position are grouped by nature.
No adjustments have been made for inflationary factors affecting the Financial Statements.

2.1.5. Approval of the Financial Statements by the Board of Directors.

The Financial Statements of the Company for the year ended 31* December 2024 (including
comparatives) were approved by the Board of Directors at the Board Meeting held on 24" of November
2025.

2.1.6. Offsetting

Financial assets and financial liabilities are offset, and the net amount reported in the Statement of
Financial Position only when there is a legally enforceable right to offset the recognised amounts and
there is an intention to settle on a net basis, or to realise the assets and settle the liability simultaneously.
Income and expenses are not offset in the Statement of Profit or Loss and Other Comprehensive Income
unless required or permitted by any accounting standard or interpretation, and as specifically disclosed
in the Accounting Policies of the Company.

2.1.7. Functional and Presentation Currency

The Financial Statements of the company are presented in Sri Lankan Rupees (Rs.), which is the
company’s functional and presentation currency.



LANKA SATHOSA LIMITED

NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED 315" DECEMBER 2024

2.1.8 Materiality and Aggregation.

Each material class of similar items are presented as a group in the Financial Statements, Ttems of a
dissimilar nature or function are presented separately unless they are immaterial as permitted by the Sri
Lanka Accounting Standard — LKAS 01 “Presentation of Financial Statements”

2.1.9 Comparative Information

Comparative information is reclassified wherever necessary to confirm with the current year’s
presentation.

Presentation and classification of Financial Statements of the previous years have been amended, where
relevant for better presentation and to be comparable with those of the current year.

¢ Sales Discount
Cost of discount which was previously nett off against the Revenue, is now presented under a
separate note as 3.1. Presentation of comparatives also has been changed accordingly.

e Transport Recoveries & Electricity Recoveries
Transport and electricity recoveries were initially offset against the related expenses. However,
in 2024, these transactions were recorded separately, with the associated income and expenses
identified and presented distinctly.

* Stock Adjustments
As this represents “Quality Cut”, this has been categorised as Recoveries under “Other
Income”. Comparatives also have been changed accordingly which was previously considered
under Cost of Sales.

¢ Deposit-Bank Gurantee
This is presented under Deposits and Advance under Note 17, and comparatives also has been
presented accordingly. Value of the same has been zero by the end of the year as the deposit
has been withdrawn due to withdrawal of the Bank Gurantee.

2.2. Significant Accounting Judgments, Estimates and Assumptions

Preparation of company’s financial statements require management to make assumptions that affect the
reported amount of revenues, expenses, assets and liabilities, and the accompanying disclosures, as well
as the disclosure of contingent liabilities.

Uncertainty about these assumptions and estimates could result in outcomes that require a material
adjustment to the carrying amount of assets or liabilities, effect of which would be reflected in future
periods. In the process of applying the Company’s accounting policies, the management has made
following judgements and assumptions concerning the future and other key sources of estimation and



LANKA SATHOSA LIMITED

NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED 315" DECEMBER 2024

uncertainty at the reporting date, that has a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next financial year. j

Existing circumstances and assumptions about future developments may change due to circumstances
beyvond the Company’s control and are reflected in the assumptions if and when they occur. Items with
the most significant effect on the amounts recognised in the financial statements with substantial
management judgement and/or estimates are collated below with respect to judgements/ estimates
mvolved.

2.2.1. Use of Judgements and Estimates

In preparing these Financial Statements, management has made judgements and estimates that affect
the application of the Company’s accounting policies and the reported amounts of assets, liabilities,
mcome and expenses. Actual results may differ from these estimates. Estimates and underlying
assumptions are reviewed on an ongoing basis. Revisions to estimates are recognised prospectively.

2.2.1.1 Judgements.

Information about judgements made in applying accounting policies that have the most significant
cifects on the amounts recognised in the Financial Statements are included in the following notes:

2.2.1.2 Assumptions

Information about assumptions and estimation on uncertainties as at 31 December 2024 that has a
significant risk which results in a material adjustment to the carrying amounts of assets and liabilities
in the next financial year is included in the following,

Measurement of defined benefit obligations: key Actuarial assumptions;

Determination of fair value of property plant and equipment: key valuation assumptions;
Impairment test of intangible assets: key assumptions underlying recoverable amounts; and
Recognition and measurement of provisions and contingencies: key assumptions about the
likelihood and magnitude of an outflow of resource

VVVYyY

o

222 Date of Authorization for Issue

The Financial Statements of Lanka Sathosa Limited for the year ended 31* December 2024 was
suthorized for issue in accordance with a resolution of the Board of Directors on 24™ of November

2025,

-
w
ah

223. Going Concern

Company has incurred a net loss of Rs. 2,423,481,952/- during the year under review and an operating
loss of Rs.1,775,255,338/- Mn.



LANKA SATHOSA LIMITED

NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED 315" DECEMBER 2024

This raises serious concerns with regard to going concern of the organization and urges the requirement
for funding by the Treasury, which has been well recognized by the board and an Extra Ordinary
General Meeting has been called to resolve the same.

2.2.4. Current versus non-current classification

The Company presents assets and liabilities in Statement of Financial Position based on current/non-
current classification. An asset is current when it is;
= expected to be realized or intended to be sold or consumed in normal operating cycle
* held primarily for the purpose of trading
* expected to be realized within twelve months after the reporting period, or
e cash or cash equivalent unless restricted from being exchanged or used to settle a
liability for at least twelve months after the reporting period
All other assets are classified as non-current,

A liability is considered as current when:
e itis expected to be settled in normal operating cycle
e it is held primarily for the purpose of trading
e it is due to be settled within twelve months after the reporting period, or
¢ There is no unconditional right to defer the settlement of the liability for at least twelve
months after the reporting period. '
The Company classifies all other liabilities as non-current.

2.2.5. Fair value of Financial Instruments

Where the fair values of financial assets and financial liabilities recorded on the Statement of Financial
Position cannot be derived from active markets, they are determined using a variety of valuation
technigues that include the use of mathematical models. The inputs to these models are derived from
observable market data where possible, but if this is not available, judgement is required to establish
fair values. The judgements include model inputs such as volatility for discount rates. The valuation of
financial instruments is described in more detail in Note 34.

226. Impairment Loss on Financial Assets

The measurement of impairment losses under SLFRS 9 across all categories of financial assets requires
judgement, in particular, the estimation of the amount and timing of future cash flows and collateral
values when determining impairment losses and the assessment of a significant increase in credit risk.
An impairment loss is recognised if the carrying amount of an asset or CGU exceeds its recoverable
amount.



LANKA SATHOSA LIMITED

NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED 315" DECEMBER 2024

2.2.7. Revenue from contracts with customers

a) Sale of Goods
Revenue is recognized when the significant risks and rewards of ownership have been transferred to the
customer, recovery of the consideration is probable, the associated costs and possible return of goods
can be estimated reliably, there is no continuing management involvement with the goods, and the
amount of revenue can be measured reliably. Revenue is measured net of returns, trade discounts and
volume rebates.

Revenue is allocated between the loyalty program and the other components of the sale. The amount
allocated to the loyalty program is deferred, and is recognized as revenue when the Company has
fulfilled its obligations fo supply the discounted products under the terms of the program or when it is
no longer probable that the points under the program or when it is no longer probably that the points
under the program will be redeemed.

b) Interest Income
Interest income is recognised in the statement of comprehensive Income as on an accrual basis.

¢) Other Income
Other income is recognized on an accrual basis.

Net Gains and losses of a revenue nature on the disposal of property, plant & equipment and other non-
current assets have been accounted for in the income statement, having deducted from proceeds on
disposal, the carrying amount of the assets and related selling expenses.

Gains and losses arising from incidental activities to main revenue generating activities and those
arising from a group of similar transactions which are not material, are aggregated, reported and
presented on a net basis.

d) Grants

The recognition of non-exchange revenue from grants depends on whether the grant comes with any
stipulations imposed on the use of a transferred asset. Stipulations that are ‘conditions’ specifically
require the Company to return the inflow of resources received if they are not used in the way stipulated,
resulting in the recognition of a liability that is subsequently recognized as non-exchange revenue as
and when the ‘conditions’ are satisfied. Stipulations that are ‘restrictions’ do not specifically require the
Company to return the inflow of resources received if they are not utilized in the way stipulated, and
therefore do not result in the recognition of a no exchange liability, which results in the immediate
recognition of non-exchange revenue. The Company receives grant funding from the Line Ministry.
Depending on the stipulations of each grant the Company may or may not have to return unspent funds.
If there are conditions attached, revenue in relation to that particular grant is not recognized until the
conditions have been fulfilled. For grants with restrictions, the revenue is recognized when it is received
by the Company.
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¢) Gifts and Donations

Gifts and donations are voluntary transfers of assets including cash or other monetary assets, goods in-
kind and services in-kind that the Company receives which are free from stipulations. Donations are
recognised as revenue when it is probable that the future economic benefits or service potential will
flow to the entity, and the fair value of the assets can be measured reliably. For gifts and donations this
is usually upon the receipt of gift or donation.

2.2.8. Property, Plant and Equipment
a) Cost and Valuation

Property. plant and equipment is stated at cost, net of accumulated depreciation and accumulated
impairment losses, if any. Such cost includes the cost of replacing parts of the property, plant and
equipment and borrowing costs for long-term construction projects if the recognition criteria are met.
When significant parts of property, plant and equipment are required to be replaced at intervals, the
Company recognizes such parts as individual assets with specific useful lives¥and depreciates them
accordingly. Where an asset is acquired in a non-exchange transaction for nil or nominal consideration,
the asset is initially measured at its fair value. When a major inspection is performed, its cost is
recognized in the carrying amount of the plant and equipment as a replacement if the recognition criteria
are satisfied. All other repair and maintenance costs are recognized in the profit or loss as incurred.

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

b) Revaluation of Property, Plant and Equipment

When an item of property, plant and equipment is revalued, the carrying amount of that asset is adjusted
1o the revalued amount. At date of the revaluation, the asset is treated the following way: The Gross
carrying amount is adjusted in a manner that is consistent with the revaluation of the carrying amount
of the asset. The accumulated depreciation at the date of the revaluation is adjusted to equal the
difference between the gross carrying amount and the carrying amount of the asset after taking into
account accumulated impairment losses.

¢) Depreciation
Provision for depreciation is calculated using the straight-line method. Depreciation is provided on all

other items of property, plant and equipment so as to write off their carrying value over their expected
useful economic lives. Land is not depreciated
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If an asset has several components, which can be physically separated from the principal assets and
have significantly different useful life, those shall be recognized separately and depreciated based on
their respective useful lives. Significant components were identified based on the components which
have a significant cost out of the total value of the principal asset and the components which have
significantly different useful economic lives.

The useful lives are as follows:

Class of Asset Rate No. of Years
Buildings 5% 20
Building Partitioning 10% 10
Name Board and Fittings 20% 5
Computers Equipment 25% 4
Computer Software 25% 4
Equipment 20% 5
Office Equipment 20% 5
Furniture and Fittings 20% 5
Motor Vehicles 20% 5
Communication Equipment 20% 5

Depreciation of assets begins when it is available for use.
The assets residual values, useful lives, and depreciation methods are reviewed if there is an indication
of a significant change since the last annual reporting date.

2.2.9. Intangible Assets

The Company intangible assets include the value of implementation of networking and System licence.
a) Basis of Recognition

An intangible asset is recognized only when its cost can be measured reliably, and it is probable that

the expected future economic benefits that are attributable to it will flow to the company in accordance

with the Sri Lanka Accounting Standard- LKAS 38 on ‘Intangible Assets’.

Intangible assets acquired separately are measured on initial recognition at cost. Following initial

recognition, intangible assets are stated in the Statement of Financial Position at cost less any
accumulated amortization and any accumulated impairment losses if any.

b) Subsequent Expenditure
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Subsequent expenditure on intangible assets is capitalized only when it increases the future economic
benefits embodied in the specific asset to which it relates. All other expenditure is expensed as incurred.

¢) Useful Economic Lives, Amortization and Impairment

The useful economic lives of intangible assets are assessed to be either finite or indefinite. Intangible
assets with finite lives are amortized over the useful economic life. The amortization period and the
amortization method for an intangible asset with a finite useful life are reviewed at least at each
reporting date. Changes in the expected useful life or the expected pattern of consumption of future
economic benefits embodied in the asset are accounted for by changing the amortization period or
method, as appropriate, and they are treated as changes in accounting estimates. The amortization
expense on intangible assets with finite lives is recognized in the Statement of Profit or Loss in the
expense category consistent with the function of the intangible asset. Amortization is calculated using
the straight—line method to write down the cost of intangible assets to their residual values over their
estimated useful economic lives at the rates as specified below;

Class of Asset Rate No. of Years
Software 25% 4

d) De-recognition

Intangible assets are de-recognized on disposal or when no future economic benefits are expected from
its use. Any gain or loss arising on de-recognition of the asset (calculated as the difference between the
net disposal proceeds and the carrying amount of the asset) is recognized in the profit or loss in the year
the asset is de-recognized.

2.2.10. Inventories

Inventories are valued at the lower of cost and net realizable value. Net realizable value is the estimated
selling price in the ordinary course of business, less estimated costs of Completion and the estimated
costs necessary to make the sale. Costs incurred in bringing each product to its present location and
condition is accounted for, as follows:

As a maximum retail price (MRP) is marked on the product, Liquor and Grocery items are valued at
cost price.

Provision stock was also valued at cost, as inflation increased, the net sales value of the provision stock
increased by 7% (approximately).

Inventory at Cost Rs.
Trading Stocks (Grocery Items) 5,520,330,058
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Trading Stocks (Liquor) 822,503,491 |
Trading Stocks (Provision) 1,105,906,768
Botal - 7,448,740,317

NRV of Provision items are estimated as Rs. 1,183,320,241/-.
As NRYV of provision category is higher than cost, it is valued at cost.

*Estimated cost of sales is assumed to be 2% of the estimated selling price in deriving at the NRV.

2.2.11, Trade and Other Receivables

Trade receivables are amounts due from customers for sale of goods and services rendered in the
ordinary course of business. Collection is expected in the normal operating cycle of the business (within
one year or less) and the receivables are classified as current assets. Trade receivables are recognized
initially at fair value (invoice value) and subsequently measured at the original invoice value less
provision for impairment as the dues are expected to receive in the normal operating cycle of the
business.

The company assesses at the end of each reporting period whether there is objectiVe evidence that trade
receivables are impaired. Objective evidence of impairment for trade receivables include the company’s
past experience in collecting payments, significant financial difficulties of the debtor, probability that
the debtor will enter bankruptcy and default payments. Trade receivables are impaired and impairment
losses are incurred, only if there is objective evidence of impairment. Trade receivables are assessed
individually for impairment.

Further, as per LKAS 36, a review was carried out with regard to recoverability of impaired assets, but
no evidence was received with regard to recoverability of the same, except for “unsettled Advance of
Liverpool (Rs.267Mn)” (Note 17.2), for which legal action is in progress but there is no certainty on
the recovery of any amount thereof.

32.12. Financial instruments — Initial Recognition and Subsequent Measurement

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial
lizbility or equity instrument of another entity.

Financial assets
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a) Initial recognition and measurement

Financial assets are classified, at initial recognition, as subsequently measured at amortized cost, fair
value through other comprehensive income (OCI), and fair value through profit or loss.

The classification of financial assets at initial recognition depends on the financial asset’s contractual
cash flow characteristics and the companies’ business model for managing them. With the exception of
trade receivables that do not contain a significant financing component or for which the company has
applied the practical expedient, the company initially measures a financial asset at its fair value plus, in
the case of a financial asset not at fair value through profit or loss, transaction costs. Trade receivables
that do not contain a significant financing component or for which the Company has applied the
practical expedient are measured at the transaction price in order for a financial asset to be classified
and measured at amortized cost or fair value through OCI, it needs to give rise to cash flows that are
‘solely payments of principal and interest (SPPI)’ on the principal amount outstanding. This assessment
is referred to as the SPPI test and is performed at an instrument level. Financial assets with cash flows
that are not SPPI are classified and measured at fair value through profit or loss, irrespective of the
business model.

The companies’ business model for managing financial assets refers to how it“manages its financial
assets in order to generate cash flows. The business model determines whether cash flows will result
from collecting contractual cash flows, selling the financial assets, or both. Financial assets classified
and measured at amortized cost are held within a business model with the objective to hold financial
assets in order to collect contractual cash flows while financial assets_classified and measured at fair
value through OCI are held within a business model with the objective of both holding to collect
contractual cash flows and selling. Purchases or sales of financial assets that require delivery of assets
within a time frame established by regulation or convention in the market place (regular way trades) are
recognized on the trade date, i.e., the date that the Company commits to purchase or sell the asset.

b) Subsequent Measurement
For purposes of subsequent measurement, financial assets are classified in four categories:

e Financial assets at amortized cost (debt instruments)

¢ Financial assets at fair value through OCI with recycling of cumulative gains and losses
(debt instruments)

o Financial assets designated at fair value through OCI with no recycling of cumulative
gains and losses upon De recognition (equity instruments)

s Financial assets at fair value through profit or loss

¢) De recognition
A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial
assets) is primarily derecognized (i.e., removed from the company statement of financial position)
when:

e The rights to receive cash flows from the asset have expired
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Or
e The Company has transferred its rights to receive cash flows from the asset or has
assumed an obligation to pay the received cash flows in full without material delay to
a third party under a ‘pass-through’ arrangement; and either (a) the Company has
transferred substantially all the risks and rewards of the asset, or (b) the Company has
neither transferred nor retained substantially all the risks and rewards of the asset, but
has transferred control of the asset.

When the Company has transferred its rights to receive cash flows from an asset or has entered into a
pass-through arrangement, it evaluates if, and to what extent, it has retained the risks and rewards of
ownership. When it has neither transferred nor retained substantially all of the risks and rewards of the
asset, nor transferred control of the asset, the Company continues to recognize the transferred asset to
the extent of its continuing involvement. In that case, the Company also recognizes an associated
liability. The transferred asset and the associated liability are measured on a basis that reflects the rights
and obligations that the Company has retained.

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

d) Impairment

The Company recognizes an allowance for expected credit losses (ECLs) for all debt instruments not
held at fair value through profit or loss. ECLs are based on the difference between the contractual cash
flows due in accordance with the contract and all the cash flows that the Company expects to receive,
discounted at an approximation of the original effective interest rate. The expected cash flows will
include cash flows from the sale of collateral held or other credit enhancements that are integral to the
contractual terms.

Financial liabilities
a) Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as financial liabilities at fair value through profit
or loss, loans and borrowings, payables, or as derivatives designated as hedging instruments in an
effective hedge, as appropriate. All financial liabilities are recognized initially at fair value and, in the
case of loans and borrowings and payables, net of directly attributable transaction costs. The Companies
financial liabilities include trade and other payables, loans and borrowings including bank overdrafts,
and derivative financial instruments,

b) Subsequent Measurement
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For purposes of subsequent measurement, financial liabilities are classified in two categories:

e Financial liabilities at fair value through profit or loss
e Financial liabilities at amortized cost (loans and borrowings)

¢) Derecognition

A financial liability is derecognized when the obligation under the liability is discharged or cancelled
or expires. When an existing financial liability is replaced by another from the same lender on
substantially different terms, or the terms of an existing liability are substantially modified, such an
exchange or modification is treated as the derecognition of the original liability and the recognition of
a new liability. The difference in the respective carrying amounts is recognized in the statement of profit
or loss.

Offsetting of financial instruments

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

2.2.13. Cash and short-term deposits

Cash and short-term deposits in the statement of financial position comprise cash at banks and on hand
and short-term highly liquid deposits with a maturity of three months or less, that are readily convertible
to a known amount of cash and subject to an insignificant risk of changes in value. For the purpose of
the statement of cash flows, cash and cash equivalents consist of cash and short-term deposits, as
defined above, net of outstanding bank overdrafts as they are considered an integral part of the
company’s cash management. Bank Guarantee

2.2.14. Employee Retirement Benefits
a) Defined Contribution Plan Costs

Defined contribution plan is a post-employment benefit plan under which an entity pays fixed
confributions into a separate entity and will have no legal or constructive obligation to pay further
amounts. Obligations for contributions to a defined contribution plan are recognized as ‘a Personnel
Expenses’ in the Profit or Loss in the Statement of Comprehensive Income in the periods during which
services are rendered by employees. Employees are eligible for Employees’ Provident Fund and
Employees” Trust Fund contributions in line with the respective Statutes and Regulations. Accordingly,
the Lanka Sathosa Limited contributes 12% and 3% of gross emoluments of employees to Employees’
Provident Fund and Employees’ Trust Fund respectively and is recognized as an expense under
‘Personnel Expenses’.

b) Defined Benefit Plan Costs
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A defined benefit plan is a post-employment benefit plan other than a defined contribution plan. The
liability recognized in the Statement of Financial Position in respect of defined benefit plans is the
present value of the defined benefit 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 future cash flows using interest rates that are denominated
in the currency in which the benefits will be paid, and that have terms of maturity approximating to the
terms of the liability. Provision has been made in the financial statements for retiring gratuities from
the first year of service for all employees, inconformity with LKAS 19

However, according to the Payment of Gratuity Act No. 12 of 1983, the liability for payment to an
emplovee arises only after the completion of 5 years continued service. The liability is not externally
funded.

2.2.15. Government Grants

Government grants are recognized where there is reasonable assurance that the grant will be received
and all attached conditions will be complied with. When the grant relates to an expense item, it is
recognized as income on a systematic basis over the periods that the related costs, for which it is
intended to compensate, are expensed. When the grant relates to an asset, it is recognized as income in
equal amounts over the expected useful life of the related asset. When the Company receives grants of
non-monetary assets, the asset and the grant are recorded at nominal amounts and released to profit or
loss over the expected useful life of the asset, based on the pattern of consumption of the benefits of the
underlying asset by equal annual instalments.

Rs.24.794,259/= has been received as Government Grant for capital projects during the year, which
represents the value of vehicles transferred to Lanka Sathosa by the Ministry net of repair cost of the
same.

2.2.16. Related Party Transactions

Disclosures have made in respect of the transactions in which one party has the ability to control or
exercise significant influence over the financial and operating policies/decisions of the other,
irrespective of whether a price is being charged.

2.2.17. Events after the Reporting Period

All the material events after end of the reporting period have been considered and appropriate

adjustments/disclosures have been made in Note 30 to the Financial Statements.

2.2.18. Trade & Other Payables
e Gift vouchers amounting to Rs. 136,335,759/~ have been recognized as an other payable
balance as at 31st December 2024
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e The rent payable balance that had been over-provided in 2015 was fully written back, and the
provision of Rs. 10,568,921/- made against security charges was also fully written back.

a.) Current Taxes

Current income tax assets and liabilities for the current and prior periods are measured at the amount
expected to be recovered from or paid to the 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 income and expenditure as reported in the
Financial Statements and computed in accordance with the provisions of the relevant tax legislations.

Current income tax relating to items recognized directly in equity is recognized in equity and not in the
income statement.

b.) Deferred Taxation

Deferred income 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 tor financial reporting
purposes.

Deferred income tax liabilities are recognised for all taxable temporary differences.

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

The carrying amount of deferred income tax assets is reviewed at each reporting date and reduced to
the extent that it is no longer probable that sufficient taxable profit will be available to allow all or part
of the deferred income tax asset to be utilised.

Deferred income 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 income tax relating to items recognized directly in equity is recognized in equity and not in
the income statement.

¢.) Sales Tax
Revenues, expenses and assets are recognized net of the amount of sales tax, except:

a) Where the sales tax incurred on a purchase of assets or services is not recoverable from the
taxation authority, in which case, the sales tax is recognised as part of the cost of acquisition
of the asset or as part of the expense item, as applicable
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b) Receivables and payables are stated with the amount of sales tax included

c¢) The net amount of sales tax recoverable from, or payable to, the taxation authority is included
as part of receivables or payables in the statement of financial position.

2.3 Statement of Cash Flows.
The Statement of Cash Flows has been prepared by using the “Indirect Method” of preparing cash flows
in accordance with the Sri Lanka Accounting Standard - LKAS 7 on “Statement of Cash Flows”,

whereby operating acfivities, investing activities and financing activities are separately recognised.

Cash and cash equivalents comprise of short-term, highly liquid investments that are readily convertible
to known amounts of cash and are subject to an insignificant risk of changes in value.

2.4. Changes in Accounting Polices and Disclosures
e Working Capital Loan of Rs.3 Bn
Lanka Sathosa Limited has been able to fully settle the Working Capital Loan of Rs.3 Bn
obtained from People’s Bank (on Treasury Comfort Letter) by 31 December 2024.

2.4.2. Prior Year Adjustment

Following provides insight in to Prior Year Adjustments done during the year 2024.

Description Amount (Rs)
Recognition of unaccounted Stock receipt from Hemas 635,609
Reversal of duplicate recognition of Other Income 360,418
Reversal of over depreciation for the year 2023 (1,520,340)
Total . (524,313)

2.4.3.Treasury Assistance for repayment of Import Loan

Treasury continued with its assistance to fund the repayment of Import Loan towards People’s Bank
and Bank of Ceylon which includes both Capital repayment and interest.

A total of Rs.2,295,745,706/- has been received from the Treasury during the year 2024 in this regard.
2.4.4. Remuneration to Key Management Personnel (KMPs)

Board of Directors Aggregate Remuneration Rs.1,453,000/=



