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ABOUT THIS REPORT

Welcome to our 2019/20 ANNUAL REPORT. This Annual Reports aims to provide a transparent
assessment of our performance in line with our strategy, created value for our stakeholders,

operating context, governance and operations of the Rakna Arakshaka Lanka Ltd (RALL) during

the 12 months period ending 31t March 2020. Continuing our pursuit of excellence in corporate

reporting, we aim to provide a balanced review of our performance, in a concise but

comprehensive manner. This Report builds on our 2018/2019 Annual Report and is consistent

with our annual reporting cycle for both financial and sustainability reporting. This Report focuses

on the way we have adapted to new ways of working and our plans for the future.

How to read this Report
This Report is presented in two parts
Part One

The report begins with an overview about
the RALL followed by the Chairman / Chief
Executive Officer Review. The section
“Positioned for value creation” sets out how
we have engaged stakeholders to identify,
priorities and manage environmental, social
and governance themes, our impacts and
our value creation and how our strategy
facilitates  value creation for our
stakeholders in the short, medium and, long
term. It also provides an update on the
execution of our strategy and insights into

the results. The section “Operational
review” details the contribution of the
business units to the strategic direction of
the RALL.

Part Two

The financial reports and supplementary
reports sections include the Audited
Financial Statements with notes showcasing
the financial performance of the RALL for the
financial year ended 31t March 2020.
Further financial position as at 31t March
2020 along with supplementary information.



Resources

These four types of resources use to achieve competitive advantages.

01. Human Capital (Human Resource)

02. Financial Capital

03. Manufactures Capital (Material)

04. Intellectual Capital (Intangible Resource)

Strategy

Our key strategic objectives are:

VvV V V VYV V V

Develop a sustainable income generation model

Maintain the focus on capacity building

Ensure robust mechanism to assure quality of service

Manage investments to enhance company’s asset base

Constant commitment towards protecting core values of the company

Explore potential areas for new business development



SCOPE AND BOUNDARY

The Report covers the operations of RALL’s. The key financial aspects are discussed in the context
of the RALL whilst non-financial aspects are discussed in the context of the RALL unless stated
otherwise.

The scope of the RALL’s Annual Report of 2020 covers the 12 months period from 1t April 2019
to 31%* March 2020. Further it’s consistent with the annual reporting cycle for financial and
sustainability reporting.

During the year under review, there were no significant changes from previous reporting periods
in the scope and aspect boundaries, neither were there any restatements as compared to the
Annual Report issued in the previous reporting year.

MATERIALITY

To define the content to be presented in the Report, we have applied the principle of materiality.
Accordingly, the Report captures the opportunities and challenges that impact materially on
RALL’s and its ability to be a sustainable business that consistently delivers value to shareholders,
prospective investors and our key stakeholders.

REPORTING FRAMEWORKS

In preparing this Report we drew on concepts, principles, and guidance from —

» The Institute of Chartered Accountants of Sri Lanka
» Company Act No.07 of 2007
» The hand book on “Public Enterprises Guidelines for Good Governance” issued under

the PED/12 circular dated 02 June 2003.



PRECAUTIONARY PRINCIPLE

We apply the precautionary principle with regard to our social and environmental sustainability.
We understand that our operations cause reciprocal impacts on society and the environment. As
a service provider, even though our operations do not directly create a negative impact on the
society and the environment, we have taken necessary measures to alleviate such risks.

ASSURANCE

We value the accuracy and reliability of all information and data contained in this Report, both
financial and non-financial. By adopting a combined assurance model, we have assessed and
assured various aspects of our business operations.

Aspect Internal Assurance External Assurance
Financial Reporting Board of Directors, Internal Audit The Auditor General
Sustainability Indicators Board of Directors, Internal Audit, Business Heads The Auditor General
Corporate Governance Board of Directors, Internal Audit The Auditor General
Internal Control Board of Directors, Internal Audit



CONTENT

> ABOUT RALL
= 07/ About RALL

= 08/ Vision, Mission and Values »> FINANCIAL REPORTS
= 09/ Our Journey = 29/ Directors’ Responsibilities for
> EXECUTIVE REVIEWS Financial Reporting
* 10/ Message from the Chairman/CEO = 30/ Auditor General’s Report on Financial
» Leadership Statements
= 11/ Board of Directors = 37/ Statement of Profit or Loss and Other
> POSITIONED FOR VALUE CREATION & VALUE Comprehensive Income
DELIVERED = 38/ Statement of Financial Position
* 13/ Human Capital = 39/ Statement of Changes in Equity
= 20/ Financial Capital = 40/ Statement of Cash Flow
» 21 /Manufactured Capital = 41/ Notes to the Financial Statements

= 22 /Intellectual Capital
» Financial & OPERATIONAL REVIEW
= 224/ Land Security

= 25/ Maritime Security

= 26/ CIMSTA
= 27/ Catering & Restaurant




RAKNA ARAKSHAKA LANKA LTD (Company Registration No. PB 456 — N (PBS) 1370) a Company
incorporated under the Companies Act No. 07 of 2007 of the Democratic Socialist Republic of Sri
Lanka and having its Registered Office at No. 143/A, Kirulapone Avenue, Colombo-05, which was
a brain child of former President His Excellency Gotabaya Rajapaksa with the vision of providing
diverse job opportunities for the Ex-Servicemen and Women who devoted their young lives to
save the country and its people. RALL registered and licensed under and in terms of Regulation
of Private Securities Agencies Act No. 45 of 1998 as a private security agency with the Ministry of
Defence to provide unique security service.

Through our exceptional standards and our work ethics, we aim to be the leading provider of
security services in the following industries: Industrial Security, Commercial Security, Maritime
Security and Specialized Training.

Rakna Arakshaka Lanka Limited (RALL) was established in 2006 affiliated to Ministry of Defence
(MOD) as a state-owned security entity, providing top-notch commercial security service over
150 vital public and private sector organizations across the country with over 1876 highly
qualified and well-trained security officers. RALL is also committed to offer top-rated Sea
Marshals with military background for Private Maritime Security Companies (PMSCs) and on-
board shipping vessels. Having recruited 630 registered Sea Marshals, RALL symbolizes the
credibility, excellence, respect and effectiveness.

CIMSTA has been made responsible for setting the standards for training private security industry
personnel, and all licenses required. Under the direct guidance of the Ministry of Defence,
CIMSTA will conduct all private security related professional training and set the training
standards in the Sri Lankan security industry.

Rakna Restaurant is a leader in quality food service. We are culinary forward, sustainability
conscious and relentlessly focused on hospitality. Delicious and memorable experiences created
by our passionate chefs, defines who we are and what we strive to be. RALL operates one
restaurant at Thalapathpitiya over the Diyawanna Lake and the two food outlets at Kimbulawala
& Nawam Mawatha. The central kitchen has been established in Kirulapone.



VISION, MISSION AND VALUES

C VISION & MISSION A

We are dedicated to providing outstanding and best-in class security services to commercial and
industrial sectors. We strive to use innovative measures and leverage cutting edge technology to
ensure our personnel are well-equipped to be the best in what they do. We aim for reliability,
dependability, safety, and outstanding customer service. J

GOALS

Facilitation of more freedom for action for the Armed forces and the Police for their more important work
in the critical areas affected by terrorist activities by fulfilling the security needs at those establishment
of economic significance.

Providing support for development process of the Nation.

The provision of assistance at times of National Disaster.

Provision of assistance to the government towards solution for unemployment.

By expanding the traditional “Land Services” to secure new clients.

Assistance as towards future welfare objectives of the armed forces and police service for their ex-
servicemen and women who have been retired and demobilized. Venturing beyond security services more
suitable for “Armed Forces Personnel” to provide opportunities for the family members of ex-servicemen
on a priority basis and to general public too.

Providing assistance in upgrading the quality of male and female personnel engaged in “Security Services”
in ensuring support for the Ministry of Defence and Public Security in upholding Law and Peace.
Promoting in Service Training opportunities for RALL Employees as well as for others who wish to have
their personnel trained in selected fields.

OUR VALUES

RALL is a truly Sri Lankan entity which gives prominence to enhancing the values of discipline and
integrity of the industry. Creating a positive attitude amongst people as well as a better
environment for them to live in is of great importance to RALL, which extols the belief that
positive change in an individual will lead to a better family life and ultimately a better society



OUR JOURNEY

07 Feb 2007
Inauguration
of RALL
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July 2012
Established
Rakna
Catering
Service

Established
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service

17 Jan 2011
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Maritime
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Implement
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Welfare
programs

Dec 2008
Launched

the website

Financial
Support for
Medical
Requirement

New sites
were
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Southern
Province




MESSAGE FROM THE CHAIRMAN/CEO

On behalf of the Board of Directors it is a pleasure to welcome you to the twelfth Annual General
Meeting of Rakna Arakshaka Lanka Ltd and present you with the Annual Report and the Audited
Financial Statements for the year ended 31t March 2020.

The Company has reported a revenue of Rs. 1,262 million, which is 52% growth compared to
previous financial year. This is mainly due to the reversal of the liquidation process commenced
in previous year and expansion of the operations of Land & Maritime security services.

After the appointment of new management team and the Board of Directors in 2022, it was
decided to initiate the steps to complete the previous annual reports and to hold delayed AGMs.
As the Chairman of the organization, | convinced the Board of Directors and approved the
previous year’s financial statements on behalf of the previous Board of Directors.

Despite the gamut of challenges created by COVID-19 and the impacts caused to business, our
security guards were able to facilitate uninterrupted services to our clients.

FINANCIAL REVIEW

For the year ended 31 March 2020, the Company has recorded a revenue of Rs. 1,262 million
and a net profit after tax of Rs. 272 million during the year under review. The increase of the net
profit is mainly due to increase in revenue by 52% in the current year.

CONCLUSION

On behalf of the Board, | would like to thank our valued shareholders for their continuous trust
and confidence in the Company and also would take this opportunity to extend my sincere
appreciation to the Board of Directors for their unstinted support, advice and guidance.

10



BOARD OF DIRECTORS

2019/20 Reporting Period

Nalaka Kaluwewa — Chairman January 2017 to December 2019
Wijith Welikala- Chairman January 2020 to April 2020
Directors

B.A.T. Rodrigo May 2015 to January 2020
J.M.A. Douglas January 2019 to May 2019
R.M.P.S. Rathnayake Mat 2019 to January 2020
S.P. Kiriwaththuduwa January 2020 to July 2020
M.M.C.P. Mohottigedara February 2020 to December 2020

2019/20 Annual Report Finalized

Major General P. RWP RSP USP psc MSc Chandrawansa (Retd.) - Chairman August 2022
Directors

P.H.A.S. Wijayarathna August 2022
D.M.S. Dissanayake August 2020
K.T.K.P. Arampath August 2022
G.S.K. Samarathunga August 2022
S.K.K. De Silva August 2022
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POSITIONED FOR VALUE CREATION & VALUE DELIVERED

A comprehensive discussion of the operating context and the RALL’s value creation process
guided by its Vision, Mission, Values, and the Strategy. The section outlines the materiality
identification process contributed by the stakeholder engagement process, the strategic
direction and commitment to sustainability

OUR VALUE CREATION MODEL

Our value creation model shows how we use our resources, skills and interactions to create value
for our shareholders. This is imperative as our long- term success and sustainability depend on
how we create and deliver value to our stakeholders. Through our business activities, inputs such
as financial, human, manufactured, and intellectual capitals are transformed into outputs.

12



Human Capital (Human Resourse)

i ‘ Human capital is the most valuable asset of our organization. Nurturing a

highly competent and engaged workforce results in efficient achievement of
our corporate objectives and creating value to all our stakeholders

What it includes

Our human capital refers to value of our employees’ experience, skills, well-being and
engagement

Inputs

e Training and development

e Positive working environment

e Established solid labour relationships

e Develop critical skills and succession planning

e Performance and talent management policies and procedures to improve service
delivery

How it adds value

Highly skilled and engaged employees improve the ability to understand and serve our
customers, driving our business performance successfully. They facilitate the effective
implementation of our strategies to achieve corporate objectives and to create value to all our
stakeholders. They also facilitate value creation in a dynamic and unpredictable environment in
which rapid and unexpected developments take place.

Our Approach
We strive to create an inclusive work culture where every employee has access to a secure

working environment coupled with opportunities for personal and professional growth. We
believe thereis a direct link between employee engagement, business performance and an ability

13



to serve customers. Therefore, we are committed to a positive employee experience throughout
their career at RALL.

We engage with our employees fairly, ensuring they have the appropriate knowledge, training
and skills to perform their roles.

As a responsible employer, we encourage diversity in the makeup of our employees, affords a
work environment that promotes good health and safety and provide opportunities for personal
development. By promoting a culture of diversity, we have enhanced the teams’ performance
and ability to innovate. Our values are embedded in the standards, policies and guidance which
we set out to help our people to perform.

Strategies to enhance the value of human capital

e Promoting professional development and merit-based criteria in selection and internal processes

e Empower employees through investing their development and offering career growth opportunities
e Delivering a range of health and wellness initiatives and services to employees

e Improving HR processes and documentation to effectively utilize time and resources

e Enhance employee experience and loyalty by supporting a healthy work-life balance

e Enabling our people to be agile and adaptive to remain relevant in rapidly evolving environment

14



Staff Strength

RALL’s core strength is its employees. The number of persons employed at RALL, as at 31 March

2020 as follows.

Divisions

Security Staff

Sea Marshals- Registered with RALL
Weapon Technicians

Admin Staff

Catering Staff

Administration Staff
Operational Staff
Finance Staff

As at 31
March 2020

1876

630

2649

Staff Strength

B Land Operations

® Maritime Operations

m CIMSTA

Restaurant and Catering
Staff

15



Recruitment & Selection

Approximately 1,000 servicemen retiring from the Armed Forces are recruited to RALL every year
for the various business verticals. In order to meet the high customer demand, company makes
decision to recruit handful of civilian men and women who meets the expected qualification
without compromising the quality of service. Recruitments are carried out under following

categories,

Land Operation

Maritime Operation

v

7
[/

Chief Security Officers
Officer in Charge
Senior Security Officer

Y

4
7

Junior Security Officer

Y

A7

Lady Security Officers

Visiting Security Officers

» Team Leaders
» Sea Marshals
» Trainee Sea Marshals

Restaurants & Catering

Administrative Staff

» Restaurant Managers
» Head Chef

» Catering Supervisors
» Chef

» Cook

» Waiters

» Top Level Managers
» Middle Level Managers
» First Line Managers

» Operational Level Employees
» Primary Level Employees

e Applications will be invited through notification in the Public Newspaper/s or by public and
website notices or social media notices. RALL is planned to use novel technology such as
Artificial Intelligence, virtual reality for recruitments to attract the talent pools and select the
right talent person to matching the organizational needs for making the process of

recruitment more efficient, effective and automated.

e Employees of the RALL recruited on contract basis. Contract of Employment will be
extended based on the evaluation of the performance of employees.

16



Training and Development

After recruiting the employees, employees are provided seven-day training which focused on
skills developments, aware the works ethics, improving the positive attitudes and leadership
skills. Training programs are conducted to continuously maintain the quality of the services
provided by RALL employees. Refresher courses, one day training programs, workshops,
seminars and periodic meetings are held to ensure continued training and development of
its employee.

Performance Evaluation

The performance of the employee shall be evaluated annually by the Board of Directors and
Senior Management based on mutually agreed performance parameters and decision taken
by majority of the Board of Directors and Senior Management shall be binding on you in this
regard. If, there are any matters which cause you concern about your role you should discuss
them with the Chairman of the Board/Immediate Supervisor as soon as appropriate.

Disciplinary Procedures

An independent investigation is carried out by a Disciplinary Committee to inquire into any
complaint made against Security Officers. The decision of Disciplinary Committees is then
forwarded to the Chairman/CEO for further action.

The well-structured process and mechanism outlined above ensures the quality of RALL
employees to the highest industry standards.

17



Consistency

Every security officer employed at RALL must wear the specified uniform

1SO LSO/GRO

OIC Sector Manager







Financial capital

Financial Capital includes monetary assets used by the RALL to create value for the
stakeholders. We continually strive to increase the value of financial capital to
ensure long-term sustainability of RALL

What it includes

Our financial capital includes monetary resources contributed by the General Treasury and generated
through our business operations.

Inputs

e Share capital and reserves
e Borrowings

How it adds value

Our financial sustainability relies on the availability and management of our own and borrowed funds.
Financial capital enables value creation with all other capitals. Through the combined use of capital inputs,
such as share capital, reserves and borrowings, we fund our projects, subsidiaries, build manufactured
assets, enhance the productive capacity of our people through training, and innovate around technology
and services.

Our approach

e Diversify revenue streams
e Stringent cost management and cost optimization
e Maintaining cost-effective structured funding

Strategies to enhance the value of financial capital
e Funding strategy based on strategic priorities
e (Capital investments that are likely to yield the best financial results, but not at the cost of social

and environmental results
e Continue financial stability and strength

20



mesmasse  IMlanufactures Capital (Material)
lﬁ Manufactured capital which includes RALL’s physical and digital infrastructure is an
T important value driver. We continuously strive to develop a high-quality asset base
o which provides a distinctive competitive edge.

What it includes

The RALL’s manufactured capital consists of physical and digital infrastructure that help us to reach
customers as well as to achieve operational excellence. This comprises, property, plant, equipment,
weapon & ammunition and infrastructure including regional network.

RALL follows a transparent procedure in procurement and logistics. Procurement of key items is carried

out through a procurement procedure according to the Government Procurement Guideline 2006 Goods
& Works, Government Procurement Manual 2006 Goods & Works 2006 and its’ supplementary.

21



Intellectual capital (Intangible Resourse)

Intellectual capital which includes intangible assets is a vital source of
competitive advantage. Increasing the value of intellectual capital enables
us to achieve a value premium in the long-term.

What it includes

Intellectual capital is a culmination of all our capitals comprising intangible assets including our tacit
knowledge, customer loyalty, brand and reputation, internal systems and process, business ethics,
corporate values, policies and our corporate culture that is essential to create value for our stakeholders.

Inputs

e Learning and development

e Policies, frameworks and processes

e Standard operating procedures

e Corporate culture

e Responsible leadership

e Sole Authority to granting approval through MOD for Sea Marshals engagement

e RALL is only Sri Lankan organization where can issue Sri Lankan Government own weapons to
Private Maritime Security Companies

o Affiliated to the Ministry of Defence

How it adds value

e We strongly believe that Intellectual Capital is a vital source of competitive advantage that
would result in a value premium for RALL in the short term and long-term. It stimulates
innovation which is a source of competitive advantage and results in future wealth generation

Our approach

We develop our intellectual capital through strong process flows, partnership with other institutions and
encouragement for learning and innovation. We nurture our intellectual capital through development of
new products, improvement of systems and processes that enable us to be more efficient while reducing
the environmental impact and operating costs, by enhancing our corporate image, and customer
confidence.

22
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LAND OPERATIONS

The Land Operations Security Segment of RALL was established in the year 2007 as the main
operation of the company, having its head office at No 143/A, Kirulapone Avenue, Colombo 05.
Today the company has expanded its operations to five regional branches offices. These are
located in Kandy, Galle, Rathnapura, Anuradhapura, and Colombo, provide security activities in
the all provinces.

RALL commenced its operations with 77 security personnel in 2007, and as at 31 st March 2020,
it employs 1,876 security personnel Since its inception, RALL has provided security to various
public institutions of high national importance. At the end of the first financial year, in 2008, it
had a client base of 17, which by 315t March 2020 has increased to approximately 160 clients,
including vital commercial and financial establishment such as Presidential Secretariat Office,
Ministry of Finance, Government Hospital in Western Province, MILCO, Bank of Ceylon, HDFC,
Department of Inland Revenue, Peradeniya University, and Wayamba University. More than 50%
of RALL’s revenue is from its top ten clients.

The Land Operations Security Segment of RALL has become a market leader of the industry with
its commitment to the highest standard of professionalism. The company has set the bench
market in the industry, and other service providers are compelled to improve their standards to
be competitive with RALL by matching the quality of its services. Consequently, the entire security
services industry has benefited and improved due to the high standard of quality demonstrated
by RALL’s security services.

Operation In 2019/20

Land Operations Security Segment reported Rs.786,407,107 in revenue for the financial year
2019/2020. This service segment constituted 62.3% of the overall company revenue in 2019/20.

24



The Maritime Security Segment was established on
17t January 2011 with the objective of providing high
quality security to Commercial Vessels and Fishing |
Vessels operating in identified Maritime boundaries.
This sector contributes high turnover volume to the
RALL Portfolio comprises of over 630 highly trained sea
marshals. The service office is Located at the

Headquarter Building and one specialized Maritime
Operation center and Armory is located at Galle.

Maritime Security Services of RALL offers professionally trained ex-military personnel to Private
Maritime Security Companies (PMSCs). All Sea Marshals are professionally trained with live firing
sessions. As per the instructions issued by the MOD to all international private Maritime Security
companies on 18™ June 2013 and letters issued thereafter, any Sri Lankan individual operating as
a sea marshal should be registered with RALL and need to obtain approval from the MOD through
the RALL.

RALL recommends service personnel to go through the
training program to obtain Continuous Discharge
Certificate (CDC). CDC is the basic Seafarers identity
document, which needs to be obtained by all Sea
Marshals. English speaking proficiency is a compulsory
requirement to obtain the CDC. RALL is one of the few
companies in international maritime industry which

provides Government authorized arms for its maritime
operations and achieved competitive advantage over its competitors.

The company also engages in training of sea marshals. The Maritime Security training program
at RALL includes live firing sessions for Sea Marshals under the guidance and supervision of the
Sri Lanka Coastal Guard and Sri Lanka Navy, a unique and standout feature. There is no other
institute in the world that provides Anti-Piracy Training and live Fire Training to Sea Marshals.

25



The Maritime Security segment of RALL wishes to apply for
IOS 28007: Private Security Maritime certification which
provides streamlined guidelines for private Maritime
Security Companies (PMSC) providing Privately Contracted
Armed Security Personnel (PCASP) on board ships (and pro
forma contract). However, at present Maritime Security
courses of RALL are based on BMPs (Best Management

Practices). Though Maritime Division of RALL is in ninth year
of operation, which has gained a considerable market share with approximately 9 clients as at
315t March 2020, including following listed clients.

e Ambrey

e Marine One (Pvt) Ltd

e Raffels Ship Management Pte Ltd

e Maritime Asset Security and Training (MAST)
e Pulsar Shipping Agencies (Pvt) Ltd

e Avant Guard Maritime Services (Pvt) Ltd

Operation In 2019/20

Maritime security segment has reported Rs. 475,885,183 in revenue for the financial year
2019/20. This service segment constitutes 37.7% of the overall company revenue in 2019/2020.

CIMSTA

Under the Commercial Industrial Maritime Security Training Academy (CIMSTA), RALL
established a Training School in 2012 in Nadungolla, Mandala as “Rakna Arakshaka Fire &
Emergency Response Training School” The “Fire & Emergency Response Training School” was
envisioned in 2011, following a breakout of a fire in Lanka Hospitals, which caused considerable
damage to property. Subsequently, the Government of Sri Lanka identified a lack of fire
preparedness training to manage such a crisis. Thus, RALL was instructed to establish the Fire &
Emergency Response Training School (CIMSTA), as a step towards fulfilling the said requirement.
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Rakna Restaurant & Catering

RALL gives high priority to corporate Social Responsibility (CSR). In July 2012, RALL established a
catering service as a CSR initiative with the objective of providing nutritious and quality meals at
an affordable price.

Presently, RALL operates one restaurant at Thalapathpitiya and two food outlets at Kimbulawala
& Nawam Mawatha. Central kitchen is located at Kirulapone.
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The Board of Directors of the RALL has responsibility for ensuring that the Company keeps proper
books of account of all the transactions and prepares Financial Statements that give a true and
fair view of the state of affairs and of the profit/loss for the year. Accordingly, the Board of
Directors oversees the Managements’ responsibilities for financial reporting through their
regular meeting reviews and the Audit Committee. The Board of Directors has instituted effective
and comprehensive system of Internal Control. This comprises Internal Checks, Internal Audit and
the whole system of financial and other controls required to carry on business in an orderly
manner, safeguard its assets and secure as far as practicable the accuracy and reliability of the
records. Directors consider that they adopted appropriate accounting policies on a consistent
basis and supported by reasonable and prudent judgement and estimates in preparing the
Financial Statements for the year 2019/2020 exhibited on pages 37 to 56. The Board of Directors
ensure the compliance with prudential requirements, regulations, laws and internal controls, and
measures have been taken to rectify any material non-compliances. The RALL's Financial
Statements for the year ended 31st March 2020 prepared and presented in this Report are in
conformity with the requirements of Sri Lanka Accounting Standards and the Company Act No.
07 of 2007, the amendments thereto.

Secretary to the Board
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Rakna Arakshaka Lanka Limited
No. 143/A, Kirulapone Avenue, Colombo 05.

Statement of profit or loss and other comprehensive income

l'or the year ended 31st March Notes
Revenue 03
Direct costs 04

Gross profit

Profit from catering service 05
Other income 06
Administrative expenses 07
Other expenses 08
Operating profit

Finance income'_ 09
Finance cost 10

Nun-o;;eraling profit

Profit before income tax

Income tax expense 11
Profit for the year

Other compfehensive income

Exchange gain/ (loss) g

Actuarial gain/(loss) on retirement benefit obligation net of tax

Total comprehensive income

Basic earnings per share 12

2020 2019

Rs. Rs.
1,262,292,291 833,188,247
(1,013,823470)  (644,398,574)
248,468,821 188,789,672
9,421,224 14,291,468
1,113,911 855,281
(113,864,293)  (128,537,181)
(77,000) (80,000)
145,062,563 75,319,240
88,940,517 76,717,673
(6,953,076)  (4,271,818)
81,987,441 72,445,855
227,050,004 147,765,095
44,527,348 (18,275,597)
271,577,352 129,489,498
155,017,636 217,101,618
(198,288) 6,998,041
426,396,700 353,589,157
852 707

The accounting policies and notes appearing on pages 05 to 20 are an integral part of these financial

statements.
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Rakna Arakshaka Lanka Limited
No. 143/A, Kirulapone Avenue, Colombo 05.
Statement of financial position

As at 31st March 2020 2019
Notes Rs. Rs.
Non current assets
Property, plant and equipments 13 22,636,137 26,952,540
Intangible assets 14 271,753 396,404
Building construction work 15 739,461,678 739,461,678
Total non current assets 762,369,568 766,810,621
Current assets
Inventories 16 35,947,297 39,958,929
Trade and other receivables 17 2,674,767 444 2,299,088,165
Short term deposits 18 1,217,406,276 1,186,233,654
Cash and cash equivalents 19 147,957,830 94,281,899
Total current assets 4,076,078,847 3,619,562,647
Total assets 4,838,448,415 4,386,373,268

Shareholders' equity

Stated capital

500,205 Ordinary shares 5,002,050 5,002,050
Retained 'earnings 3,918,345,541 3,513,948,842
Shareholders' equity 3,923,347,591 3,518,950,892
Non current liabilities

Retirement benefit obligations 20 18,174,234 18,451,062
Deffered taxation 21 (73,643,559) (12,929,036)
Bank Loan 18,546,256 -
‘Total non current liabilities (36,923,069) 5,522,026
Current liabilities

Bank Loan 27,819,456 -
Trade and other payables 22 865,170,747 820,021,959
Deposits payable 23 243,435,103 234,986,957
Taxes payable 24 (184,401,414) (193,108,566)
Total current liabilities 952,023,892 861,900,351
Shareholders' equity and liabilities 4,838,448 415 4,386,373,268
These fina statements have been prepared in accordance with the requirements of the Companies Act
No. 07 of

Director Finance

The Board of Directors are responsible for these financial statements, Signed for and on behalf of the Board

of Directors.

R 1 LV .~ o (§ B

Chairman

30th July 2021
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Rakna Arakshaka Lanka Limited
No. 143/A, Kirulapone Avenue, Colombo 05.
Statement of changes in equity

Balance as at April 01st, 2018

Prior year adjustments -
Overstatement of income

Balance as at Apri 01st, 2018

Dividend paid for 2014/2015
Profit for the year

Balance as at March 31, 2019

Balance as at April 01st, 2019
1

Prior year adjustments -
Overstatement of income

Balance as at Apri 01st, 2019

Dividend paid for 2014/2015
Profit for the year

Balance as at March 31, 2020

Stated Retained Total
Capital earnings Equity
5,002,050 3,220,038,822 3,225,040,872
(14,679,137) (14,679,137)

5,002,050 3,205,359,685 3,210,361,735
(45,000,000) (43,000,000)

353,589,157 353,589,157

5,002,050 3,513,948,842 3,518,950,892
Stated Retained Total
Capital earnings Equity

Rs. Rs. Rs.

5,002,050 3,513,948,842 3,518,950,892
5,002,050 3,513,948,842 3,518,950,892
(22,000,000) (22,000,000)

426,396,700 426,396,700

5,002,050 3,918,345,541 3,923,347,591

The accounting policies and notes appearing on pages 05 to 20 are an integral part of these financial

statements.
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Rakna Arakshaka Lanka Limited 4
No, 143/A, Kirulapone Avenue, Colombo 05.
Cash flow statement

2020 2019
Rs. Rs.
Cash flow from operating activities:
Profit before tax 227,050,004 147,765,095
Adjustments for -
Prior year adjustments - (14,679,137)
Depreciation and amortization 8,234,452 10,173,765
Provision for retirement benefit 4,412,334 5,606,381
Bad debt provision 17,506,520 5,952,538
Differed taxation (60,714,522) 4,312,981
Interest expense 6,953,076 4,271,818
Lease rental - 196,920
Actuarial gain/loss 198,288 (6,998,041)
Exchange gain/loss 155,017,636 217,101,618
Interest income (88,940,517) (76,717,673)
Changes in working capital
(Increase)/decrease in inventories 4,011,631 (5.069,847)
(Increase)/decrease in trade and other receivables (393,185,798) (122,098,001)
Increase/(decrease) in tax payable 8,707,152 (4,784,487)
Increase/ (decreage) in deposits payable 8,448,146 (44,969,834)
lncmase/“(decrease) in trade and other payable 45,148,788 4,722,278
Cash generated from operating activities (57,351,098) 131,784,414
Tax paid 44,527,348 (18,275,597)
Gratuity paid (4,887,450) (8,566,162)
Net cash flows from operating activities (17,711,200) 104,942,655
Cash flows from/(used in) investing activities
Purchase of property, plant and equipments (3,793,399) (2,725,700)
Purchase of intangible assets - (175,000)
(Investment in)/ withdrawal from short term deposit (31,172,622) (432,342,168)
Interest income 88,940,517 76,717,673
Net cash flows used in investing activities 53,974,496 (358,525,195)
Cash flows from/(used in) finance activities
(Repayment)/borrowing of interest bearing borrowings (2,318,288) (194,179)
Bank loan Obtained 48,684,000 #
Interest expenses (6,953,076) (4,271,818)
Dividend payment (22,000,000) (45,000,000)
Payment of finance lease liabilities - (196,920)
Net cash flows used in finance activities 17,412,636 (49,662,916)
Net increase in cash and cash equivalents 53,675,932 (303,245,456)
Cash and cash equivalents as at April 01, 94,281,899 397,527,356

Cash and cash equivalents as at March 31, (Note 19) 147,957,830 94,281,899




flnancial statements
nformation and summary of accounting policies

Guneral Information

Mnu Arakshaka Lanka Ltd. is a limited liability company incorporated and domiciled in Sri
lanka. The registered office and the principal place of business of the company are situated at
143/ A, Kirulapone Avenue, Colombo - 05.

Peincipal activities and nature of operations

The company is engaged in providing security services to local clients and maritime security

services to foreign clients.

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,

Basis of preparation

Rakna Arakshaka Lanka Ltd, prepares its financial statements which comprise the statement of
financial position, statement of profit or loss and other comprehensive income, statement of
changes in equity, statement of cash flows and notes for the year ended 31 March 2020 thereto
In accordance with Sri Lanka Accounting Standards (SLFRS / LKAS). These financial statements
have been prepared under the historical cost convention, as modified by the revaluation of land
and buildings, available-for-sale financial assets, and financial assets and financial liabilities at
fair value through profit or loss.

The preparation of financial statements in conformity with Sri Lanka Accounting Standards
(SLERS / LKAS) requires the use of certain critical accounting estimates that affect the reported
amounts of assets, liabilities, income and expenses. These estimates are based on
management’s knowledge of current facts and circumstances, and assumptions based on such
knowledge and expectations of future events. Actual results may always differ from such
estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
Accounting estimates are recognized in the period in which the estimates are revised if the
revision affects only that period or in the period of the revision and future periods as well, if
the revision affects both current and future periods,

When preparing the financial statements, the management has made an assessment of the
ability of the company to continue as a going concern in the foreseeable future and they do
nat foresee a need for liquidation or cessation of operations, taking into account all available
information about the future.Functional currency of the company is Sri Lanka rupees,
Financial statements are presented in Sri Lanka rupees.
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2.3.

The cash flow statement has been prepared using the indirect method as described in the Sri
Lanka Accounting Standard (LKAS) No.7.

Revenue recognition
Revenue is recognized to the extent that it is probable that the economic benefits will flow to

the company, and the revenue and associated costs incurred or to be incurred can be reliably
measured,

Revenue is measured at the fair value of the consideration received or receivable, net of trade
discounts and value added taxes.

The following specific criteria are used for recognition of revenue;

Rendering of services

Revenue from rendering of services is recognized based on the time period during which the
services are provided which is normally a period of one month for the provision of local
security services and completion of the activity involved in the case of maritime security
services, and when the customer is billed.

Interest income

Interest income is recognized as it accrues and is calculated by using the effective interest rate
(EIR), which is the rate that exactly discounts the estimated future cash payments or receipts

" through the expected life of the financial instrument or a shorter period, where appropriate,

to the net carrying amount of the financial asset or liability. Interest income is included in
finance income in the statement of profit or loss.

Disposal of non-current assets

Net gains and losses of a revenue nature arising from the disposal of property, plant and
equipment and other non-current assets are recognized in the statement of profit or loss, after
deducting from the proceeds on disposal, the carrying amount of such assets and the related
selling expenses.

Other income

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

Expenditure recognition

Expenses are recognized when incurred, usually when goods are received or services are
consumed. This may not be when the goods or services are actually paid for. All expenses
incurred and associated in the production of income including those incurred in maintaining
the property, plant and equipment in a state of efficiency have been charged to the statement
of profit or loss.




2,

2,5,

2.6,

26,1,

1o provide more relevant information and to highlight components of financial performance,
expenses have been classified and the “function of the expense” method is used for
classification. In these financial statements expenses are classified into cost of sales,
administrative expenses, financial expenses and other expenses,

Provisions

Provisions are recognized when the company has a present obligation (legal or constructive)
a5 a result of a past event, it is probable that the entity will be required to settle the obligation,
and a reliable estimate can be made of the amount of the obligation. Provisions are measured
at the present value of the expenditures expected to be required to settle the obligation.

Taxation
Income tax

Income tax expense represents the sum of the tax currently payable and deferred tax.
The tax currently payable is based on taxable profit for the year.

Deferred tax is recognized on differences between the carrying amounts of asset and
liabilities in the financial statements and their corresponding tax bases (known as temporary
differences). Deferred tax liabilities are recognized for all temporary differences that are
expected to increase taxable profit in the future, Deferred tax assets are recognized for all
temporary differences that are expected to reduce taxable profit in the future, and any unused
tax losses or unused tax credits. Deferred tax assets are measured at the highest amount that,
on the basis of current or estimated future taxable profit, is more likely than not to be
recovered.

The net carrying amount of deferred tax assets is reviewed at each reporting date and is
adjusted to reflect the current assessment of future taxable profits. Any adjustments are
recognized in profit or loss,

Deferred tax is calculated at the tax rates that are expected to apply to the taxable profit (tax
loss) of the periods in which it expects the deferred tax asset to be realized or the deferred tax
liability to be settled, on the basis of tax rates that have been enacted or substantively enacted
by the end of the reporting period.

Retirement benefit obligation
Defined benefit plan - Gratuity

The cost of providing for defined benefits is determined using the Projected Unit Credit
(PUC) method as recommended by Sri Lanka Accounting Standard (LKAS) No.19 -
“Employee Benefits” with a formula based valuation being carried out at the end of the
reporting period. Losses or gains arising from changes in assumptions are recognized directly
in the other comprehensive income in the year in which they arise. The retirement benefit
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27

obligation recognized in the statement of financial position represents the present value of the
dulined benefit obligation,

However, under the Payment of Gratuity Act No: 12 of 1983, the liability arises only when an
employee completes five years of continued services,

The lability is not externally funded.

Defined contribution plans

Hmployees are required by the statute to become contributory members of Employees”
Provident Fund and Employees’ Trust Fund. Company contributes 12% and 3% of total
carnings of the employee as required by the relevant statutes to Employees’ Provident Fund
and Employees’ Trust Fund respectively.

Assets and bases of their valuation
Property, plant and equipment
Property, plant and equipment are measured at amortized cost, This comprises any costs directly

attributable to bringing the asset to the condition necessary for it to be capable of operating in the
manner intended by management less accumulated depreciation (except for land and

construction in progress) and accumulated impairment losses,

Subsequent costs are included in the asset’s carrying amount or recognized as a separale asset, as
appropriate, only when it is probable that future economic benefits associated with the item will
flow to the company and the cost of the item can be measured reliably. The carrying amount of
the replaced part is derecognized. All other repairs and maintenance are charged to the profit or
loss during the financial period in which they are incurred.

Land is not depreciated. Depreciation on other assets is calculated using the straight-line method
to allocate their cost or revalued amounts over their estimated useful lives, as follows:

Years
Office equipment 10
Computers 5
Weapons 10
Body armory and ballistic helmets 5
Vehicles 4
Furniture and fittings 8
Other equipment 10

Depreciation of an assets begin when it is available for use, i.e. when it is in the location and
condition necessary for itto  be capable of operating in the manner in tended by management.
Depreciation of an assets ceases at the earlier of the date that the assets is classified as held for
sale (or included in a disposal group that is classified as held for sale) in accordance with SLRES
05and the date that the assets is be recognized, Therefore, depreciation does not ceased when the
become ideal or is retired from active use unless the asset is fully depreciated.
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The assets” residual values and useful lives are reviewed, and adjusted if appropriate, at the end
of each reporting period,

Parts of an item of property, plant and equipment with a cost that is significant in relation to the
total cost of the item are depreciated separately.

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 disposals are determined by comparing the proceeds with the carrying
amount and are recognized within ‘Other (losses)/gains - net’ in the statement of profit or loss.

When revalued assets are sold, the amounts included in other reserves are transferred to retained
earnings.

Impairment of assets

At each reporting date, property, plant and equipment, intangible assets, and investments in
associates are reviewed to determine whether there is any indication that those assets have
suffered an impairment loss. If there is an indication of possible impairment, the recaverable
amount of any affected asset (or group of related assets) is estimated and compared with its
carrying amount. If estimated recoverable amount is lower, the carrying amount is reduced
to its ‘estimated recoverable amount, and an impairment loss is recognized immediately in
profit or loss,

If an impairment loss subsequently reverses, the carrying amount of the asset (or group of
related assets) is increased to the revised estimate of ils recoverable amount but not in excess
of the amount that would have been determined had no impairment loss been recognized for
the asset (group of related assets) in prior vears, A reversal of an impairment loss is
recognized immediately in profit or loss.

Investment property

Properties, lands or buildings or part of buildings or both held to earn rentals or for capital
appreciation are considered as investment properties.

Cost model is used to measure investment properties after the initial recognition in
accordance with LKAS 16, property, plant and equipment.

Investment properties are de-recognized when disposed, or permanently withdrawn from
use because no future economic benefits are expected. Any gains or losses on de-recognition
or disposal are recognized in the profit or loss in the year of de-recognition or disposal.

Transfers are made to or from investment property only when there is a change in use. If
owner occupied property becomes an investment property or inventory (WIP), the company
accounts for such property, plant and equipment up to the date of change in use.
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The company did not have any investment property as of the balance sheet date.

Financial assets

The company classifies financial assets within the scope of LKAS 39 as financial assets at fair
value through profit or loss, loans and receivables, held-to-maturity investments, available-
for-sale financial assets, or as derivatives designated as hedging instruments in an effective
hedge, as appropriate. The company determines the classification of its financial assets at
initial recognition,

All financial assets are recognized initially at fair value plus transaction costs for all financial
assets not carried at fair value through profit or loss, Financial assets carried at fair value
through profit or loss are initially recognized at fair value and transaction costs are expensed
in the statement of profit or loss. Purchases or sale of financial assets that require delivery of
assets within a time frame established by regulation or convention in the marketplace are
recognized on the trade date, ie., the date that the company commits to purchase or sell the
asset.

The company’s financial assets include cash and cash equivalents, short-term deposits, trade
and other receivables, and loans,

Intangible assets

Intangible assets are valued at amortized cost less accumulated amortization (except for

assets with indefinite useful lives) and impairment losses. Amortization is calculated on a
straight-line basis taking into account any potential residual value.

The company’s software system which falls into the category of intangible assets is amortized
at the rate of 20% per annum.

Leases

Leases are classified as finance leases whenever the terms of the lease transfer substantially all
the risks and rewards of ownership of the leased asset to the company, All other leases are
classified as operating leases.

Rights to assets held under finance leases are recognized as assels of the company at the fair
value of the leased property (or, if lower, the present value of minimum lease payments) at
the inception of the lease. The corresponding liability to the lessor is included in the
statement of financial position as a finance lease obligation. Lease payments are apportioned
between finance charges and reduction of the lease obligation so as to achieve a constant rate
of interest on the remaining balance of the liability. Finance charges are deducted in
measuring profit or loss. Assets held under finance leases are included in property, plant and
equipment, and depreciated and assessed for impairment losses in the same way as owned
assets,
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Rentals payable under operating leases are charged to profit or loss on a straight-line basis
over the term of the relevant lease.

Inventory
Major part of the company’s inventory consists of uniforms and ammunition.

Inventories are stated at the lower of cost and net realizable value. Cost is determined using
the first-in, first-out (FIFO) method.

Cash and cash equivalents

Cash and cash equivalents represent cash at banks, cash on hand and short-term deposits
with maturities of three months or less from the date of acquisition and short-term, highly
liquid investments that are readily convertible to known amounts of cash and which are
subject to an insignificant risk of changes in value and bank overdrafts. In the statement of
financial position, bank overdrafts are shown within borrowings in current liabilities.

Liabilities and Provisions

Financial liabilities

Financial liabilities within the scope of LKAS 39 are classified as financial liabilities at fair
value through profit or loss, loans and borrowings, or as derivatives designated as hedging
instruments in an effective hedge, as appropriate. The company determines the classification
of its financial liabilities at initial recognition. All financial liabilities are recognized initially at
fair value and, in the case of loans and borrowings, carried at amortized cost. This includes
directly attributable transaction costs,

The company’s financial liabilities include trade and other payables and bank overdrafts.

Borrowings

Borrowings are recognized initially at fair value, net of transaction costs incurred.

Borrowings are subsequently carried at amortized cost; any difference between the proceeds
(net of transaction costs) and the redemption value is recognized in the statement of profit or

loss over the period of the borrowings using the effective interest method.

The company did not have any borrowings as of the balance sheet date,
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Trade payables

Trade payables 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.

Trade payables are obligations on the basis of normal credit terms and do not bear interest.
Trade payables denominated in a foreign currency are translated into Sri Lanka rupees using
the exchange rate at the reporting date. Foreign exchange gains or losses are included in
finance income or finance expenses.

The company did not have any trade payable denominated in foreign currency.

Foreign currency translation

Functional currency of the company is Sri Lanka rupees.

All transactions in currencies other than the functional currency are recorded in Sri Lankan
rupees, using the exchange rate prevailing at the time in which the transactions were effected.

At each date of statement of financial position, monetary assets and liabilities denominated in
foreign currencies are retranslated to Sri Lankan rupee equivalents at the exchange rate

* prevailing at the reporting date. Non-monetary assets and liabilities denominated in foreign

currencies are not re-translated, Exchange differences arising on the settlement of monetary
items and re-translation of monetary items, are recognized in profit or loss within finance
income or costs in the year in which they arise. All other foreign exchange gains and losses are
presented in the statement of profit or loss within other (losses)/ gains - net’,

Translation differences on non-monetary financial assets and liabilities such as equities held at
fair value through profit or loss are recognized in profit or loss as part of the fair value gain or
loss. Translation differences on non-monetary financial assets, such as equities classified as
available for sale, are included in other comprehensive income,

Capital commitments and contingencies

Significant capital commitments and contingent liabilities of the company are disclosed in the
respective notes to the financial statements.

Events after the end of the reporting period

All material events after the end of the reporting period have been considered and where
appropriate adjustments/disclosures disclosures have been made in the respective notes to
the financial statements.
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oring security services
Nation building tax

Marltime division

ering security services

in Fee Income

iring services for fishing vessels

Nole - 04 - Direct costs
Local division
- Security staff
| Salaries
Employees' provident fund
Employees' trust fund
Bonus
Isarding and hostel charges
Training school expenses net of income

Marltime division

Security staff
Salaries
Employees' provident fund
Employees' trust fund
Bonus
Wepon Store Charges
Training Expenses

2020 2019
Rs. Rs.
796,463,587 412,272,159
(10,056,480)  (10,277,646)
786,407,107 401,994,513
426,834,859 387,193,275
49,050,325 32,649,265

- 11,351,194
475,885,183 431,193,734
1,262,292,291  $33,188,247
627,683,747 312,734,015
28,444,050 16,826,644
7,111,013 4,206,661

. 12,576,000
5,266,584 4,707,000
560,702 (1,137,297)
669,066,096 349,913,022
339,220,095 288,306,117
3,586,080 3,179,948
896,520 794,987

- 2,212,000

1,054,678 -

- (7,500)
344,757,374 294,485,552
1,013,823,470 644,398,574

13




Sitaff vehicle loan interest
- Bus hiring income
Sundry sales
Penalties charged
Non-refundable deposits - Tender
~ Maritime division
Penalties charged
Arms & ammo charges
Training income

2020 2019
Rs. Rs.
48,932,551 54,044,510
(34,342,431)  (34,718,751)
14,590,120 19,325,759
3,663,615 3,292,730
379,916 441,646
143,955 164,761
20,607 11,545
198,225 615,775
20,000 20,000
60,975 20,525
549,143 323,527
12,737 19,285
119,722 112,247
- 12,250
5,168,896 5,034,291
9,421,224 14,291,468
- 2,100
758,267 494,510
- 425
242,855 104,240
- 12,000
- 52,583
105,288 179,423
7,500 10,000
1,113,911 855,281

14
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Note - 07 - Administrative expenses
Chairman and directors' allowances
Hxecutive and staff salaries
Employees' provident fund
Employees' trust fund
PAYE Tax expense
Overtime and subsistence allowances
Bonus
Fuel allowance
Gratuity expense
Workmen's compensation insurance expense
Tea and meals
Insurance
Anniversary & other function expenses
Printing and stationery
Professional fee expenses
Surcharge expenses
Compensation
Director board & audit comitee siting expenses
Stamp and postage
Audit Fee ¢
1D cost expenses
Telephone and internet
Public liability insurance
Office rent
Consultancy & legal document charges
Depreciation and amortization
Overseas travelling expenses
Fuel
Travelling and transport
CEO allowance
Casual staff wages
Operational and other office expenses
Water charges
Electricity charges
Doubtful debts
Repair and maintenance -
Weapons
Vehicles
Computers
Software
Office
Advertisement -

Recruitment & business promotion

Note - 08 - Other expenses
Donation

2020 2019
Rs. Rs.
568,450 859,220
41,540,074 37,950,851
2,811,132 2,739,414
702,783 684,854
- 207
447,831 386,332
760,100 801,000
6,647 -
4,412,334 5,606,381
342,477 272,996
1,506,133 1,070,833
272,734 282,562
222,647 400,281
3,134,076 1,318,494
112,500 -
- 407,800
- 160,000
248,000 265,000
532,095 20,479
899,700 36,000
104,689 10,326
1,961,829 1,711,688
42,923 109,879
7,605,000 9,793,000
4,696,495 30,615,419
8,234,452 10,173,765
1,054,747 2,332,728
1,426,825 928,200
221,386 301,693
368,516 510,000
640,032 179,550
2,344,718 5,503,891
436,300 633,763
1,290,259 1,899,908
17,506,520 5,952,538
17,600 17,600
1,026,932 742,030
125,306 191,285
983,769 717,904
3,419,150 2,754,187
1,837,232 195,125
113,864,393 128,537,181
77,000 80,000
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2020 2019
Rs. Rs.
ote - 09 - Finance income
Interest on fixed deposits and treasury bills 60,672,991 64,077,316
nerest on USD fixed deposits 26,141,049 9,474,835
nterest on savings/deposits 979,724 3,165,491
Interest on repo investment 1,146,754 -

88,940,517 76,717,673

‘Note - 10 - Finance cost

ank charges 4,832,408 4,269,077
Interest on lease agreement - 2,741
Bank loan interest 2,115,370

Over draft interest 5,298

6,953,076 4,271,818

2020 2019
o Rs. Rs.

Note -1 Income tax expenses
Current income tax expense 16,187,174 13,962,616
Deferred tax expense (60,714,522) 4,312,981

(44,527,348) 18,075,597

Note - 12 - Basic earnings per share

Basic eamings per share is calculated by dividing the profit for the year attributable to
ordinary shareholders by the number of ordinary shares outstanding during the year.

2020 2019

Rs. Rs.
Net profit attributable to ordinary shares (Rs,) 426,396,700 353,589,157
Number of shares outstanding during the year 500,205 500,205
Basic earning per share 852 707
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Note - 13 - Property, plant and equipment

Balance Additions Balance
as at March during as at March
31, 2019 the year 31, 2020
At cost Rs. Rs. Rs.
Local division
Freehold
Furniture and fittings 9,090,158 165,038 9,255,195
Office equipment 6,220,446 1,012,170 7,232,616
Computers 5,537,123 1,552,300 7,089,423
Other equipment 9,362,654 377,042 9,739,696
Vehicle 14,282,458 - 14,282,458
Weapons 2,093,144 - 2,093,144
Leased hold
Vehicle 11,352,679 - 11,352,679
Maritime division 1
Furniture and fittings 1,642,245 - 1,642,245
Office equipment 521,600 - 521,600
Computers 1,229,640 686,850 1,916,490
Other equipment 17,831,586 - 17,831,586
Weapons 32,494,497 - 32,494,497
Body Armor & Ballistic Helmet 39,356,670 - 39,356,670
151,014,899 3,793,399 154,808,298
Accumulated Accumulated
as at March For the as at March
31,2019 year 31, 2020
Depreciation Rs, Rs. Rs.
Local division
Frechold
Furniture and fittings 7,744,650 649,975 8,394,626
Office equipment 3,310,049 582,711 3,892,760
Computers 5,467 464 201,500 5,668,965
Other equipment 5,051,539 828,145 5,879,684
Vehicle 13,999,036 283,422 14,282,458
Weapons 1,686,119 156,656 1,842,775
Leasehold vehicle 11,352,679 - 11,352,679
Maritime-division
Furniture and fittings 1,177,277 199,892 1,377,169
Office equipment 313,270 52,160 365,430
Computers 1,229,640 122,732 1,352,372
Other equipment 11,889,329 1,783,159 13,672,488
Weapons 21,484,636 3,249,450 24,734,086
Body armor and ballistic helmet 39,356,670 - 39,356,670
124,062,359 8,109,802 132,172,161

Carring value 26,952,540 22,636,137




Balance Additions Balance

as at April during as at March
Note - 14 - Intangible asset 01, 2019 the year 31,2020
At cost Rs. Rs. Rs.
Local division
Accounting software system 984,179 - 984,179
Maritime division
Accounting software system 2,681,152 - 2,681,152
3,665,331 - 3,665,331
Amortization
Local division
Accounting software system 608,175 104,250 712425
Maritime division
Accounting software system 2,660,752 20,400 2,681,152
3,268,927 124,650 3,393,577
Carring value 396,404 271,753
Note 15 - Building construction work 2020 2019
Rs. Rs.
Payments to Maga Enginering (Pvt) Ltd. 608,089,855 608,089,855
Payments to Design Group Five International (Pvt) Ltd. 131,371,822 131,371,822
739,161,678 739,461,678

Adhering to the guidance of Ministry of Defence, the construction of building has been stopped temporary.

2020 2019
1 Rs. Rs.
Note - 16 - Inventories
Uniforms 5,795,397 9,320,454
Catering inventory and equipment 358,017 358,017
Ammunition 29,793,883 30,280,458
35,947,297 39,958,929
2020 2019
Rs, Rs.
Note - 17 - Trade and other receivables
Trade receivables
Local division 431,072,098 214,494,669
Maritime division 1,784,594,523 1,651,041,557
2,215,666,621 1,865,536,226
Provision for doubtful debts (110,783,331) (93,276,811)
Net Trade Receivable 2,104,883,290 1,772,259,415
Other receivables
Gall floating armory - Joint venture 377,764,559 377,764,559
Rangala, Weapon Air Transport and Training project 83,868,069 83,868,069
Deposit and prepayments 27,002,333 15,552,833
Staff receivable 6,282,909 8,137,187
Others 74,966,285 41,506,103
2,674,767 444 2,299,088,165

Provision for Doubtful Debts of 5% is receognozed for trade receivable balance from the financial year 2019/20,




Note - 18 - Short term deposits
Local division
Fixed deposits - Bank of Ceylon
Interest receivable
Treasury bills
Interest receivable
Maritime division -
Fixed deposits - Bank of Ceylon
Interest receivable
Catering Division
Fixed deposits - Bank of Ceylon

2020 2019

Rs. Rs.
156,143,393 156,143,393
5,169,996 5,444,529
19,747,101 19,747,101
219,366 437,814
1,016,153,376 959,659,606
19,973,044 19,801,210

- 25,000,000
1,217,406,276 1,186,233,654

Following fixed deposits mortgaged to Bank of Ceylon for bid / performance bonds.

Fixed deposit no  Amount (Rs.)

80119544 53,271,438
74726551 20,000,000

73,271,438

Note - 19 - Cash and cash equivalents

Favourable balance

Cash at Bank

Cash in hand

Cash and cash equivalents for the purpose of cash flow statement

Note - 20 - Retirement benefit obligations
Present Value of Obligation as at 1st April
Provison for the period

Payments during the year

Actuarial (Gain) / Loss

Balance at the end of the year

Note 20.1- Provision for the year
Current service cost
Interest cost

2020 2019
Rs. Rs.
151,548,692 92,566,067
(3,590,862) 1,715,832
47,957, 1281,
18,451,062 28,408,884
4,412,334 5,606,381
(4,887,450) (8,566,162)
198,288 (6,998,041)
18,174,234 18,451,062
2,567,228 2,765,493
1,845,106 2,840,888
4,412,334 5,606,381

The calculation was made using projected unit credit method and the following Kkey assumptions were used in
determining the cost of employee benefits. The employee benefit liability of the Group is based on the actuarial
valuation carried out by professionally qualified actuaries Messrs Actuarial and Management Consultants (Pvt)

Lid.

Expected salary increased rate

5% of Allowances escalation rate p.a.

Rate of discount 10% p.a.
Staff turnover Office staff - 25% , Security Staff - 50%
Retirement age 65 years

19
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Note - 21 - Deferred taxation
Balance - beginning of the year
Provision during the year
Balance - end of the year

Deferred tax provision is made-up as follows

Accelerated depreciation for tax purpose
Accelerated ammortization for tax purpose
Retirement benefit obligation

Actuarial Gain on retirement benefit obligation
Temporary Difference on Brought forwad business loss

2020 2019
Rs. Rs.
(12,929,036) (17,242,017)
(60,714,522) 4,312,981
(73,643,558) (12,929,036)
Tax effect on
Temporary temporary
Deference difference
Rs. Rs.
(18,975,517) (5,313,145)
937,898 262,612
18,174,234 5,088,786
(198,288) (55,521)
263,074,381 73,660,827
012, 7

Brought, Forward Tax losses have been considered in the Deferred Tax Calculation assuming that can be
recovered from future profits based on the growth prospects of the company.

Note - 22 - Trade and other payables

Trade payables
Local division
Joint venture Avant Garde Maritime Services
Catering Service

Other payables

Note - 23 - Deposits payable
Customer deposits
Fishing vessel deposit

Note - 24 - Taxes payable
Income taxes payable

Value added tax payable
Nation building tax payable
PAYE tax payable

ESC payable

Stamp Duty Payable

1,010,567 964,075
762,831,040 762,831,040
713,611 279,019
100,615,529 55,947,825
83,435,103 74,986,957
160,000,000 160,000,000
T 243435103 T 234,986,957
(200,181,662) (200,664,717)
11,705,579 1,231,144
4,267,609 5,199,955
(308,065) (54,829)
2 1,119,480
115,125 60,400
(184,401,414) (193,108,566)

20
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