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805,275.55
15,202,708.39
171,977.94
17,513,068.99

2007
14 (1)
1,848,349.94

61,475,021.38
387,627,403.31
24,295,910.23
823,578.55
15,157,025.39
161,215.24
14,440,369.62

544,427,450.51

80,671,124.24
534,490,536.83
3,435,563.69

505,828,873.66

109,008,898.58
1,051,152,878.96
14,027,570.39

618,597,224.76

1,174,189,347.93

1,163,024,675.27

1,680,018,221.59

3,670,000,000.31
(5,413,492,077.17)

3,181,718,339.31
(5,847,550,396.85)

(1,743,492,076.86)

1,393,134,068.45

(2,665,832,057.54)

1,498,561,709.83

(350,358,008.41)

337,460,444.94

83,574,034.34
643,663,930.50
23,920,404.56
2,617,810.40
56,518,798.00
365,627,260.94

(1,167,270,347.71)

454,867,445.71

42,667,678.56
1,717,320,243.64
45,857,493.13
80,991,558.33
36,107,400.00
469,476,749.93

1,175,922,238.74

2,392,421,123.59

1,163,024,675.27

1,680,018,221.59
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(63,530)
4,840
25,891
14,883 11,008
(47,682)
28,337
579,660
40,906
(877,650)
(78,374)
(21,937)
20,411 (308,647)
(356,329)
(38,900)
488,282
449,382
93,250
(455,440)

(362,190)
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odsed § 2008.12.31 2007.12.31
Onnd 220 220
14 (<15} [+ 14 an dr 1)
905,359.75 905,359.75
17,361,632.07 17,361,632.07
8,508,297.68 8,508,297.68
26,775,289.50 26,775,289.50
18,520,206.06 18,520,206.06
6,406,733.50 6,406,733.50
24,926,939.56 24,926,939.56
1,848,349.94 1,848,349.94
283,112.78 283,112.78
3,877,644.27 8,101,417.26 4,223,772.99
524,065.00 52,996,385.81 52,472,320.81
119,343.00 134,320,145.18 134,200,802.18
129,630.00 129,630.00
4,521,052.27 195,830,691.03 191,309,638.76
82,617.19 90,605.19 7,988.00
65,898.05 23,921,717.20 23,855,819.15
1,771,089.50 107,741,899.73 105,970,810.23
1,919,604.74 131,754,222.12 129,834,617.38

14,443,025.24

64,076,468.91

61,475,021.38

276,371,935.91
132,190,571.80

261,928,910.67
132,190,571.80

14,443,025.24

408,562,507.71

394,119,482.47

6,492,079.16

6,492,079.16

6,492,079.16

6,492,079.16

402,070,428.55

387,627,403.31
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17,052,460.22
1,081,022.15
1,763,777.67

2008.12.31
0
dt 1]

83,913,534.40
29,239,290.21
63,752,306.18

2007.12.31
0
dt oD

66,861,074.18
28,158,268.06
61,988,528.51

19,897,260.04

176,905,130.79

157,007,870.75

1,833,960.06 47,446,709.99 45,612,749.93
372,512.78 24,676,130.41 24,303,617.63
(752,474.81)  62,043,118.15 62,795,592.96
1,453,008.03  134,165,958.55  132,711,960.52
42,739,172.24 _ 24,295,910.23

4,702,833.45 4,702,833.45

18,303.00 3,897,557.90 3,879,254.39
18,303.00 805,275.55 823,579.06
44,633.00 16,133,934.62 16,089,301.62
2,350.00 268,648.00 266,298.00
19,083.07 19,083.07

46,983.00 16,421,665.69 16,374,682.69
1,300.00 1,168,977.30 1,167,677.30
49,980.00 49,980.00

1,300.00 1,218,957.30 1,217,657.30
15,202,708.39  15,157,025.39

430,088.90 430,088.90

10,762.70 171,976.94 161,214.24
10,762.70 602,065.84 591,303.14
430,087.90 430,087.90

430,087.90 430,087.90

171,977.94 161,215.24

6,013,927.21 6,013,927.21

11,499,141.78 8,426,442.41

34

17,513,068.99

14,440,369.62
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JANATHA ESTATES DEVELOPMENT BOARD
2008
Corporate Vision and Mission
VISION

To be the Best Mid Grown Orthodox Tea Manufacturer in the region whil
achieving the highest Net Sale Average o make the organization, one of th
profitable and viabie state own institution.

MISSION

Whilst utilizing of available resources, with utmost care and dedication by
developing skills of personnel, 1o achieve the desired godis with teamwaork,
towards a sustainable progress in the indusiry and for the benefit of the country
ar iarge.

96






JANATHA ESTATES DEVELOPMENT BOARD
Cbrporate Information - 2008

Name - Janatha Estates Development Board

Legal Form - ~ JEDB had _been established by virtue of a Gazette
Notification No.199/1M dated 06%* February, 1976
under the state Agricultural Corporation Act No.11 of
1972.

Address - No0.55/75 Vauxhall Lane, Colombo 02
Directors -

Mr. Sandaya K Rajapaksha - Chairman

Mr. Rohan Jayatunga - Working Director
Mr. J K G Ranga Perea - Executive Director (January to April 2008)
Mr. R Rajapaksha - Director (May to December 2008)

Mr. B M Ashoke Jayasinghe - Director
Mr.AlHaj SZ M Maulana - Director

Mr. Sri Weerasingha -Director
Mr.K A K R Dharmapala -Director
Mr.P G Dasanayaka -Director
Mr.T B J J Fernandu -Director
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JANATHA ESTATES DEVELOPMENT BOARD

Head Office Management Team - 2008

Mrs. L H N Gunathilaka
Manager Spccial Projcet (up to Fcb.2009)

Mr. M P Abesingha
Manager - Consumer Service/Supply

Mr. P J Weerasekera

Managcer — Administration

Mr. Upali Abeykoon
Manager - Plantations/PA to Chairman

Mrs. A M H K Serasinghe

Scnior. Accountant

Mr. M C Premathilaka

Manager Transport/Maintcnance

Mr. K J T B Rajasooriva
Accountant — Hcad Officc

Mrs. N Ranasinghe

Accountant Estatcs

Mr. SA L Perera

Asst. Accountant

Mr.R M D S S Rajapaksha

Asst. Internal Auditor

Mr.H G Anura

Asst. Manager - Marketing

Mr.Noyel Ranjith
Asst. Manager - Audit

Mrs. Nayomi Senanayaka
Legal Officer
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Janatha Estates Development

Estate Management Team - 2008

Estaie Manager in Charge Crop Exient (Hecl. Postal
Bopitiya M. A AS W Herath Tea 321.00 Deltotte
Bowhili Mr. N Abeyratne Tea 472.01 Katabooia
Deltotte Mr. L B Abevkoon Tea 410.10 Caiaha
Galaha Mr. N S Athukoraia Tea 363.75 Calaha
Gailebodde M. Nishantha Rqj Tea 75275 Gallebodde
Great Vailley Mr. A AS W Herath Tea 476.11 Deitotte
Hantane Mr. Hiran Dunuwila Tea 1,130.38 Kandy .
Hope Mr.D H C Samaranaycke Tea 654.00 Hewaheta
Kandaloya Mr. § Sivakumar Tea 989.33 Nawalapitiya
Kolapathne  Mr. K N Bogchawatta Tea - 381.25 Nawalapitiya
Levellon Mr. D C Kodituwakku Tea 1,254.92 Pupuressa
Looicondora  Mr. C D Aluvihare Tea 1,048.03 Deltotte
Mahavilie MIT S Ratwatia Tea 293.64 Ulapane
Rahatungoda Mr. E V A Pillai Tea 478.66 Hewaheta
Rookwood M. SM CBEgodawela Teq 425.67 Hewaheta
Kumarawaite Mr.D BS L Perera Rubber 1,822.4¢ Monaragaia
Total 11,274.06
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JANATHA ESTATES DEVELOPMENT BOARD

Corporate informatfion - 2008

Auditors » Auditor General

Bankers : Bank Of Cevylon
‘eople’s Bank
Pan Asia Bank

Nation Trust Bank
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Cn behaif of our Board of Direciors | have pleasure in presenting the Annuai
Report and the financidl statement for the vear ended 313 December 2008.

PLANTATIONS

There are 15 Tea Estates ond one Rubber estate being managed by the
Janatha Estates Deve opmﬂr Board. The Totdl extent of 1 i i
the attached format hectaerage statement.

For the year under review the revenue extents of tea maintained was as foliows
Tea-VP 1.090.88 27.76%

Tea-Seediing 2,83%.22 72.24%

Totdl 3.930.10 100%

Operationai Review (crop)

During the year under review 2,689,063 kgs of Made Tea had been produced.
The quantity of Made Teq produced during the period shows an increase
(278,148 kgs) over the iast year's production which was 2 9

production has recorded g deficit of 891,487kgs.Against th
crop which is 3,580,

The crop increase against the year 2007, was mainly due to the fertilizer inputs

S
of the factories were able 1o achieve estimated
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NET SALE AVERAGES

Estate This Season
Estimated Actual
Rolapalhana 225 130.67
Loolcondura 235 182,15
Mahavilla 235 204.48
Kandaloya 225 i81.33
Levcllon 235 217.60
Deltota 2356 220.45
Rookwood 225 203.07
Bowhill 235 186.52
Hope 226 194.51
Greatyaily 233 198.45
Rahatungoda 235 186.42
Hantana 2356 209.31
Bopiliva 225 191.37
Callcbodda 225 218.61
Galaha 235 215.98
Mullialkelie 12.28
Total 23141 19788

Cost Of Production - Tea

of Rs.220.69 , rceording an inereasc of Rs. 10.02, Main contribulory facton

this COP is the nan achievement of targeted crop during the period under:

However , the comparison of Cost of Production againest the last year shos
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Cost Of Productions

Total

Estate This Season
Estimated Actual

Bopitiya 226.82 821.53
Bowhill 221.66 241.32
Deltota 229.20 228.93
Galaha 253.11 373.35
Gallebodda 254.05 344.38
Greatvally 239.85 243.58
Hantana 227.47 272.87
Hope 207.10 232.24
Kandaloya 206.12 220.91
Kolapathana 217.75 172.81
Levellon 213.81 220.20
Loolcondura 207.63 191.67
Mahavilla 283.47 222.97
Nagastenna

Rahatungoda 233.57 2335.62
Roockwood 220.40 233.51
Mulhalkelle 1,854.70

220.6° 230.71
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Rubber

The Performance of the only Rubber estate of JEDB , Kumarawatte estate, Monaragala had
achieved the profit of Rs.25,372,062/- against an estimated profit of Rs 32,779,500/~ for

the season with a Sundry Income of Rs.2,452,968/- .The Superintendent had made a profit of

Rs.95.05 from each kilo of Rubber produced.This a good achievement.

Chairman
JEDB

104



AUDIT & MANAGEMENT COMMITTEE MEETING REPORT - 2008

The above committee consists with following Non Executive Directors.

1 Mr. S D Udawatta - Chairman of the Committee
2 AlhajSZ M M Maulana - Committee Member
3 Mr. B M A Jayasinghe - Committee Member

The above Committee members were appointed on 04th August, 2008.

Observer

Audit Superintendent of Auditor General’s Department

Convener & Secretary

Mr. R M D S S Rajapaksha (Asst. Internal Auditor- JEDB)

There was no meeting held in the year 2008.

Chairman

Audit & Management Committee
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SOFMASS 6cNEmnedsInD

HOIBHTITT HORVDID AHUH  Hsns001dhdbaiid
AUDITOR GENERAL’S DEPARTMENT

®edd g3 ed qoms 20
:{?ﬁo.aw PY/H/JEDB/FA/2008 qf_ol:;rﬂNsw ﬁ:f 24 December 2009
The Chairman,

Janatha Estates Development Board.

Report of the Auditor General on the Financial Statements of the Janatha Estates,
Development Board for the year ended 31 December 2008 in terms of Section 14(2)(c)
of the Finance Act, No.38 of 1971.

The audit of financial statements of the Janatha Estates Development Board for the year
ended 31 December 2008 was carried out under my directions in pursuance of provisions in
Article 154(1) of the Constitution of the Democratic Socialist Republic of Sri Lanka read in
conjunction with Section 23 of State Agricultural Corporations Act, No. 11 of 1972 and
Section 13(1) of the Finance Act, No. 38 of 1971. My comments and observations which I
consider should be published with the annual report of the Board in terms of Section
14(2)(c) of the Finance Act, appear in this report. In addition, a detailed report in terms of
Section 1.3(7) (a) was forwarded to the Chairman of the Board on 24 September 2009.

1:2  Responsibility of the Management for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with Sri Lanka Accounting Standards. This responsibility
includes, designing, implementing and maintaining internal control relevant to the
preparation and fair presentation of financial statements that are free from material
misstatements, whether due to fraud or error, selecting and applying appropriate
accounting policies, and making accounting estimates that are reasonable in the

circumstances.
Bewed O, sspAy FHESD, INDEPENDENCE SQUARE,
emc® 07, & o0 Qarby 07, Bemins COLOMBO 07, SRILANKA
£SOnes o1 ot PeCTeNBT i@
GarensuGud 2691151 uged @60 2697451 #- Quoulsd oaggov@slinet.Ik
Telephone. Fax No. E-mail.
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1.3

2:1

Scope of Audit and Basis of Opinion

My responsibility is to express an opinion on‘these financial statements based on
my audit. Audit opinion, comments and findings in this report are based on a
review of the financial statements presented to audit and substantive tests of
samples of transactions. The scope and extent of such review and tests were such
as to enable as wide an audit coverage as possible within the limitations of staff,
other resources and time available to me. The audit was carried out in accordance
with Sri Lanka Auditing Standards to obtain reasonable assurance as to whether
the financial statements are free from material misstatements. The audit includes
the examination on a test basis of evidence supporting the amounts and
disclosures in financial statements and assessment of accounting principles used
and significant estimates made by the management in the preparation of financial
statements as well as evaluating their overall presentation. I believe that my audit
provides a reasonable basis for my opinion. Sub-sections (3) and (4) of Section 13
of the Finance Act. No.38 of 1971 give discretionary powers to the Auditor
General to determine the scope and extent of the Audit.

Financial Statements

In view of my comments and observations appearing in this report I am unable to
express an opinion on the financial statements of the J anatha Estates Development

Board for the year ended 31 December 2008 presented for audit.
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22

2:2:1

(2)

(b)

©

(d

Comments on Financial Statement

Sri Lanka Accounting Standards

The following accounting deficiencies were observed.

(i) The cash flows statements which should be a major accompaniment of a
complete set of financial statements in terms of Sri Lanka Accounting
Standard, No. 03, had not been furnished with the financial statements
presented by the Institution.

(ii) Liquidated damages amounting to Rs. 1,921,544, management fees
amounting to Rs. 3,071,610, vehicle hire amounting to Rs. 1,440,000 and
storage charges amounting to Rs. 2,100,000 totalling Rs. 18,533,154 had
been brought to account as expenditure of the Jana Tea Division and as
income on the Head Office. This accounting adjustment had not been
disclosed in the financial statements in terms of Accounting Standard 03.

In terms of Accounting Standard 32, mature plantations should be separately
identified and brought to account and also should be depreciated during the
useful life span. However, depreéiating the value of Rs, 125, 698,492 shown
in the accounts of the Institution as mature plantations had been ceased whilst
provisions for depreciation had not been shown. Further, the disclosures in
relation to unmature/mature plantations required in terms of Accounting
Standard 32 had not been made.

Although in terms of Sri Lanka Accounting Standard 18 depreciating an asset
which has not been fully depreciated should not be ceased in spite of such
asset being out of commission or had been retired from active state, the
Institute had ceased depreciating assets valued at Rs. 133,943,613.

The requirement of depreciating depreciable assets from the date of purchase
in terms of Sri Lanka Accounting Standard 18 had not been complied with in
respect of fixed assets amounting to Rs. 24,465,295 purchased by the
Institution during the year 2008.
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(e) Action had not been taken in terms of Accounting Standard 18 to revalue and
being on charge in books, several fixed assets including lands and buildings of
the Institution which had been shown at negligible book values.

® In writing off of grants amounting to Rs. 488,159,660 received a long period
ago, the full amount of such grants had been transferred to the capital reserve
account without a revaluation and had subsequently been shown as an
increase in the fixed capital of the Institution instead of action being taken in
terms of Sri Lanka Accounting Standard, No. 24.

(2) As a larger part of the sum of Rs. 100,219,084 in the IDA Project Account
does not represent expenditure of capital nature, such value should be adjusted
to the brought forward profit and loss account in terms of Sri Lanka
Accounting Standard 24. However, this sum had been brought to account
under the Capital reserve.

22.2 Accounting Deficiencies

2.2.2.1 Overstatements and Understatements in Accounts

The following deficiencies were observed.

(a) Overdraft Balance Rs. 22,970,326

According to accounts, the overdraft balance in the Peoples Bank account as at 01
January 2008 amounted to Rs, 195,825,900. As informed by the Bank on 01
September 2008 the balance in this account amounted to Rs. 226,166,326 and
after the receipt of a sum of Rs. 203,196,000 from the General Treasury in
settlement of the account, a further sum of Rs. 22,970,326 was due. The Bank had
further informed that overdraft interest at the rate of 24% per annum was
receivable on this amount with effect from 01 September 1997.
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(i) The profit of Rs. 172,855,574 accruing on the write off of the overdraft
which had been shown in accounts as a current liability had been brought to
account under capital reserve. Further, there had been no Treasury written
consent for capitalizing the amount received from the Treasury.

(i) According to the Bank advice with regard to above, overdraft interest
amounting to Rs. 56,966,410 for the period 01 September 1997 to 31
December 2007 and Rs. 5,512,878 for the year 2008 was payable on the
basis that overdraft interest was payable of the rate of 24% per annum from
the year 1997 on the sum of Rs. 22,970,326 remaining to be paid. Action
had not been taken to adjust the total sum of Rs. 62,479,288 against the
brought forward profit and loss account and the profit and loss account for
the current year respectively. As a result the loss for the year under review
had been understated by Rs. 5,512,878 and the loss for the prior years had
been understated by Rs. 56,966,410.

(b) Uncultivated Land, Mature Plantations and Other Assets — Rs. 26,775,289

The book value of mature plantations included in the above value amounted to Rs.
17,361,632 as at 31 December 2008 whilst the accumulated depreciation thereon
as at 31 December 2008 amounted to Rs. 18,520,206. Accordingly it was
observed that the depreciation of Rs. 1,158,574 had been stated in excess of the
Book Value.

(c) According to the accounts presented, there had been four suspense accounts
valued at Rs. 2,194,242. The Institution had not correctly identified the relevant
expenditure and brought to account.

(d) Expenditure amounting to Rs. 267,038 had been incurred on publication of a
commemoration supplement out side the objectives of the Institution. Although it
had been decided to recover this sum from four institutions at the rate of Rs.
53,407, the entire expenditure had been brought to account as publicity
expenditure. A sum of Rs. 166,814 received from two institutions had been
brought to account under miscellaneous income.
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(e) Balance in the assessment rates account as at 30 December 2008 amounted to Rs.
6,015,618 as against the sum of Rs. 13,769,868 as notified by the Accountant of
the Colombo Municipal Council. Thus the assessment rates account had been
understated by Rs. 7,754,250.

(f) Assessment rates amounting to Rs. 12,972,960 and fines amounting to Rs.
4,308,612 debited to the profit and loss account for the year under review
included assessment rates amounting to Rs. 9,059,820 and fines amounting to Rs.
3,525,984 relating to years from 2002 to 2007 brought to account as expenditure

for the current year.

(g) According to the accounts presented, estate sector Provident Fund, Employees
Trust Fund, Estate Employees Provident Fund and Planters Provident Fund
balances totaling Rs. 238,832,527 included a sum of Rs. 7,079,384 representing
surcharges in re;pect of which legal steps had been taken. Action had not been

taken to show surcharges separately.

(h) According to the accounts presented, unsettled advances amounted to Rs.
18,849,208 showing that the expected activities had not been carried -out within
specified periods and that the relevant expenditure had not been brought to

account.

(i) Estate Sector other creditors balance included a credit balance of Rs. 1,126,625 in
the sundry debtors account, suspense account balance of Rs. 4,781,102 bad debts
amounting to Rs. 328,418 tea stores credit balance of Rs. 269 and sales
overpayments amounting to Rs. 8,058 making up a total of Rs. 6,244,472. Thus
the creditors balance had been overstated by that amount.

() Current assets included Jana Tea Division stock shortage amounting to Rs. 12,787

and a cash shortage of Rs. 45,338 totalling Rs. 58,125. Action had not been taken

to recover the amounts from the relevant persons or to-write off from books.
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(k) Loss for the year under review had been overstated by Rs. 1,744,363 as a result of
accounting sales income of Rs. 536,063 for the year 2007 of the Nagasthenna
Group as income for the year under review and charging salaries and other
expenses amounting to Rs. 2,280,426 for the year 2007 against income for the

year under review.

(1) Fixed assets of the Nagastenna Group included a sum of Rs. 504,853 being the
value of discarded motor vehicles and a sum of Rs. 397,210 being lease interest,
totaling Rs. 902,063. Thus the value of fixed assets of that Group had been

overstated by that amount.

(m)Outstanding Contributions to the Employees Provident Fund, Employees Trust
Fund, Estate Employees Provident Fund and Planters Provident Fund as at 31
December 2008 relating to the Estate Sector and the Head Office amounted to Rs.
277,598,671, out of which provision for surcharges had not been made in respect
of a sum of Rs. 249,118,127.

2.2.2.2 Inappropriate Disclosures

The following deficiencies were observed.

(b) Matured and Unmatured Plantations — Rs. 408,562,507

Value of unmatured plantations included in the above value amounted to
Rs. 276,371,936. This sum had neither been classified in accounts under
tea, rubber and other crops nor the period during which such plantations

had remained unmatured been disclosed in accounts.

(b) Grants and Aid Rs. 1,393,134.068
The General Reserve amounting to Rs. 295,785,040 and Capital Reserve
amounting to Rs. 1,083,918,288 had been shown in financial statements
under Grants and Aid instead of being shown separately. Similarly, a sum
of Rs. 16,290,550 being the value of other Creditors had been brought to
account under the General Reserve.
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(© It was -observed that accrued expenses amounting to Rs. 13,183,234 and
refundable, deposits amounting to Rs. 8,184,532 had been included in the
sundry debtors balance in the final accounts of the Head Office whilst a
credit balance of Rs. 2,211,056 relatmg to the Ministry of Plantation
Management had been set off against trade debtors.

(d It was observed that the debtors balance relating to the estate sector had
been overstated due to the inclusion therein of stock shortages amounting
to Rs. 132,926 and a suspense account balance amounting to Rs.
9,616,594 totalling Rs. 9,749,520.

(e) Value of stocks of Athe estate sector included a sum of Rs. 609,869 béing
the value of obsolete stocks. Action had not been taken for its elimination.

Amounts Receivable and Payable

“Checks relating to a sample of 10 eétates disclosed debtors balance amounting to
Rs. 13,558,849 and creditors balance amounting to Rs. 40,283,887 which had
existed for over five years.

_ Lack of Evidence for Audit

Assets totaling Rs. 1,'120,79.4,722 and liabilities totaling Rs. 87,967,454 could not
be satisfactori~ly, verified in. audit due to the absence of fixed assets registérs,

- Boards of Sui'vey Reports, Debtors Legers, Letters for Confirmation of balances,

24

advance registers, deposit registers, Creditors Ledger etc.

Non- Cbmpliance with Laws, Rules, Réguiations and Management Decisions.

Instances of non- Compliance with Laws, Rules, Regulations and Management

Decisions are given below.
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(2)

(b)

(©)

(d)

(e)

Reference to Laws, Rules

Regulations

Section 26 of Chapter iv of
the value Added Tax Act,
No 14 0f 2002

Tax

Economic Services

Act, No 13 of 2006

Employees Provident Fund

Act, No 15 of 1958

Employees Trust Fund Ad,
No 46 of 1980

Government Financial
Regulation (F.R.)

(i) FR.155

Non- Compliance

Value of Value Added Tax remaining unpaid
from years prior to 2007 amounted to
Rs.7,926,397.

Although tax is payable before the 20" day of
the month following each quarter,
outstanding tax as at 31 December 2008
amounted to Rs.805,517

Contributions for each month Should be
remitted to the Employees Provident Fund
within the following month. However,  the
Contributions amounting to Rs. 216,347,891
relating to Employees Provident Fund in
respect of the estate. sector and Head office ,
Rs, 17,070,106 to the Estate

Employees Provident Fund and Rs,844,474

relating

relating to the planters provident Fund
remained unpaid from the year 2003, had not
been remitted even by 31 December 2008.

Contributions amounting to Rs,14,855,656
due to the Employees Trust Fund in respect
of employees of the estate sector and Head

office had not been remitted.

Number of Audit Queries issued during the
year under review amounted to 7and of which

5 remained unreplied for over two months.
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3.1

B

(ii) F.R. 371

(iii) F.R.372

(iv) F.R.396

(v) F.R. 756,757

Treasury Circular No .842
of 19 December 1978
Section 5.4.4 (i) of Guide

lines for tender procedure

Financial and operating Reviews.

Financial Reviews

Action had not been taken to settle -the
advance account balance amounting to
Rs.18,849,208 which had existed for a long
period. . "

Imprests and sub imprests had not been
checked regularly by a senior officer.

Action had not been taken to credit to
revenue four cheques amounting to Rs.37,477
which had remained unpresented for over six
months.

Survey of stores had not been carried out in
respect of the year 2008.

Fixed assets register had not been maintained.

50% of the value of the contract for internal
partitioning of the main building had been

paid as an advance.

Analyses of Changes in financial Result

According to the financial statements presented, Operations of the Institution for

the year under review had resulted in a deficit of Rs.63,530,000 as compared with

the Corresponding deficit of Rs. 109,649,000 for the previous year showing a

reduction of Rs.46,119,000 in the deficit. Increase of sales income and other

income by Rs.32,065,000 and Rs.183,522,000 respectively and accounting errors

and deficiencies had mainly Contributed towards the reduction in the deficit.
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(b)

(©

Operating Review

Management Inefficiencies

The following observations were made.

(a) (i) According to the accounts presented, a seem of Rs.3,521,614 had been
shown as Value Added Tax receivable which had been brought forward
from the year 2005. Action had however, not been taken for the recovery
of them. It was observed that the recovery of the above balance was

doubtful in view of its old age.

(ii) Action had not been taken to recover the sum of Rs.7,047,366 shown in
the accounts as withholding Tax receivable in consultation with the
Department of Inland Revenue as the Institution is not liable for Payment
of income Tax or to Obtain a Certificate Enabling exemption from

withholding Tax in the Future.

Sum of Rs.742,388 receivable from the Sri Lanka Insurance Corporation under

the “Suva Dehena’ insurance cover.

The above sum represented payments made by the Institution in settlement of
bills referred by officers under the insurance cover meant for non staff grade.
officers which should be subsequently recovered from the Insurance Corporation.

However, the management had not taken action so far to recover the above value.

A cash Shortage of Rs.6,564 which had been brought forward for a Long period
had been shown in accounts and the management had not taken action to
complete the investigation and recover the cash shortage as the employee

concerned was still on the service of the Institution or to write it off from books.
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(i)

Action had not been taken to settle a debits balance of Rs.2,609,642 and
Credit balance of 2,266,495 existing for a long time in the Jana tea

Division .

Block of Land to the extent of 3 % acres situated adjacent to the stores
complex at Mattakkuliya had been vested in the Government by
notification in Gazette Extraordinary dated 05 April 2001 and had
subsequently been vested in the urban Developments Authority . The
amount due to the Institution in this regard had still not been recovered

from the Development Authority.

Action had not been taken to recover the Government valuation amounting
to Rs. 31,577,500 from the Urban Development Authority in respect of the
properly situated at Sri Pragnananda Mawatha in Mattakkuliya which had
been vested in the Government by way of the extraordinary Gazette

notification dated 18 October 2002 relating to acquisition of Land.

Payment of Advances

As at 31 December 2008 the outstanding advance balances amounted to
Rs. 18,849,208 made up of Rs. 9,021,151 relating to 1 month to 12
months, Rs. 9,804,729 relating to 1 to 5 years and Rs.25,328 which was
over 5 years. It was observed that proper controls for the settlement of

advances had not been in operation in the Institution.

Instances where further advances had been granted to persons before
settlement of previous advances were observed. Sample checks disclosed
that three persons had been granted similar advances totalling Rs. 281,874

in 10 instances.
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(iii)  Although an audit plan for the Year 2008 had been forwarded, internal
audit reports arising from audit functions carried out accordingly were not
furnished to audit. Apart from that, Minister has appointed the team of
external inspection and Rs.455,500 had been paid for them.

Disputable Transactions

The following matters were observed.

(a) (1) A block of land to the extent of 3 % acres situated at Mattakkuliya, of
which the institution had to ownership, had been leased to a private
company with effect from 03 December 2001 and a sum of Rs. 16,000,000
recovered as lease ;ent. During the year under review a sum of Rs. 417,050

had been paid to the chief valuer for reassessment of the relevant land.

(b)  Lease of Lakeside property Land and Building at No 320, Darley Road,
Colombo owned by Janatha Estate Development Board to a Private

Institution

The following observations are made in this Connection.

(i) Although Land for Commercial Purposes can be leased out for a
maximum period on 50 Years in terms paragraphs 4 and 6 of Guidelines
for aelianation of Government Land issued by the presidential Secretariat
on 21 July 1995, the Land and Building at No ,10, Darley Road Colombo
10 had been leased out for 53 years to a private Institution. The relevant
assessment report and the approval the Ministry were not furnished to

audit.
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(i) Contrary to paragraph 08 therein requiring that lease rent should to revised

(©)

(d)

every five year, a total lease rent of Rs. 822,487,500 had been agreed upon
for the entire period of 53 Years, on the basis that the lease rent would ke

paid on instalments.

Two sums of Rs.497,588,472 and Rs.1,149,922,202 had been brought to
account under prior year adjustment account and Capital reserve account
respectively during the year under review by elimination of debit Balances
Amounting to Rs.800,915,649 in 60 accounts and Credit balances
amounting to Rs.1,771,273,095 in 58 accounts which had existed for long
periods. However, action had not been taken in accordance with
recommendations of a Board of survey appointed for the purpose of
adjustmeilt of the above accounts whilst prior approval of the cabinet, the
Ministry and General Treasury had not been obtained for the elimination -

of the relevant accounts from books.

A sum of Rs.2,557,713 had been paid to the Employees Trust Fund Board
under payment voucher,No316 of 24 July 2008 as outstanding
Contributions in respect of employees of the Kumarawatte Group,
Monaragala for a period in which the Group was not being administered
by the Institution. Although this payment had been set off against an
amount payable under another court case, no action had been taken to
recover liabilities from that company that would arise against Provident

fund Contributions and surcharges in respect of the relevant employees.

3.2.3 Identified Losses

®

A sum of Rs.19,397,552 had been paid as surcharges due to non payment
of miscellaneous payments such as Contributions to the Employees Trust
Fund and Employees provident Fund, assessment rates and gratuities on

specified dates.
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(i)

As per the lease agreement dated 04 April 2003 a sum of Rs. 8,215,722
was receivable from this Private Institution to the Janatha Estate
Development Board. However according to the new Lease Agreement No.
122 dated 18 December 2007 all rights and obligations have to be

renounced and it was observed that it is a loss to the Institution.

3.2.4 Performance

®

(i)

(b)

According to the Final accounts, operational activities of 18 tea estates and
one rubber estate had been carried out by the Janatha Estate Development
Board during the Year out of which 16 tea estates had been maintained at

losses.

Accounting to the standards of the tea Research Institute, the average
yield of high grown tea (finished tea) is 1,200 kilo grams Per hectare.
However the average yield for the year 2008 had been 659 kilo grams per
hectare representing 54.92% of the Standard.

Examination of monthly reports of the tea sector relating to 15 estates of
the Board disclosed that the crop of tea leaves had prevailed of a very law
level which had resulted mainly due to the failure of the Board to invest

money toward replantation and fertilization for several years.

Crop diversification Project which had been introduced to some of the
estates belonging to the Board few years before at a cost Rs.999,447 had
been abandoned subsequently due the financial crisis facing the

Institution.
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4. System and Controls

Deficiencies observed in Audit were brought to the notice of the Chairman of the
Board from time to time. Special attention is needed in respect of the following

areas of control.

(a) Ad-hoc imprests

(b) Accounting

(c) Internal Audit

(d) Constructions, Contracts and lease agreements

(e) Accounting for fixed assets

S. Swarnajothi

Auditor General
N/3,866
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1 Significant Accounting Policies
1.1 General

The Balance Sheet and related statements of Income, Cash Fiow, accounting
Policies and notes to the accounts of JEDD have been prepared in accordance
with the Sri Lanka Accounting Standards laid down by the Institute of
Chartered Accountants of Sri Lanka.

These financial statements are prepared in accordance with the historical cost
onvention basis.

p)

Appropriate, specific policies are explained in the succeeding notes.

No adjustments have been made for inflationary factors in the financial

siaicimncnis and thoesc nancial sisicmornils ame pﬂ:pan:d it S1i Latnikarn TUpICCS.

1.1.1 Use of Estimates and Judgments

The preparation of financial statements requires management to make
judgments, estimates and assumptions that affect the application of
accounting policies and the reported amounts of assets, liabilities, income and
expenditure. Actual results may differ from these estimates. Estimates and
assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognized in the period in which the estimate 1: revised and in
any future perniod affected.

e directors have made and assessment of the board’s ability to continue as a
going concern and they do not intend either to liquidate or to cease the

]
’,:7‘
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1.1.3 Comparative information

The accounting policies have been consistently applied by the board with those
used in the previous year. These figures and phrases have heen rearranged
wherever necessary to confirm to the current years presentation.

1.1.4 Events occurring after the Balance Sheet date

All material post balance sheet events have been considered and where
appropriate adjustment to or disclosures have been made in the financial
statements.

a. Treatment for the non- operating accounting balances

According to the Board Papers in July 2008, April 2009 and May 2009
board has given approval for the adjustments of long time non-operating
and unidentified accounting balances to this account from the year 2008.

b. Settlement of overdraft Rs. 120 Mn to the BOC

The board has decided to sale around 100 purchase from Head Office
premise to the National Lotteries Board according to the valuation of Rs.300
Mn out of this amount board will be settling Rs 120 Mn overdraft to the
BOC to release mortgage bond of this land and balance will be used to
settle other liabilities.

1.1.5 Other Information

a. Gallebodda Estate

The above estate had been mortgaged to Pan Asia Banking Corporation Ltd.,

and obtained financial facilities of Rs: 40 Million in the year 1999.As JEDD
could not settle the over due , over draft and the interest, PABC Bank had
published in the Newspaper notice of sale.On our request bank did not
proceed with the auction sale and subsequently this was advertised by JEDE
cal]mo' mr }q ression of interest for a Joint Venture, for management of
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c. Lake side Property Developers {pvt) Ltd

It was resolved by the Board to lease out part of the premises bearing No:320,
Darley Road, Colombo 10, presently occupicd by Growth Lanka (pvl) T4d, under
and in terms of tenancy agreements dated 4% April 2003 and 2314 April 2003 to
Lakeside property Developments (pvt) Ltd, for priod of 53 years , for a total
lease rentals of Rs.822,587,500.00 to be paid to JEDB during the terms of the
lease, i order to carty out a the Mixed Doevelopment Project in the said
premises self or in collaboration with three parties. An advance of Rs.65 Million
had boeen reecived as 2007 - 10 M, 2008 - 50 Mn ,2009 - 5 M.

c.Nagastenna Joint Venture Project

JEDB Board decided to identify the loss making estates and go in to Joint
Ventures. An investor was identified and Memorandum of understanding was
signed with M/s.Quenrich Agro (pvt) Ltd. The Joint Venture agreement was
51% shares with JEDD and 49% shares with the investor and also Quenrich
Agro {pvtjLtd had agreed to pay 50% of the government valuers valuation in
advance before the signing of the agreement, The balance 50% of the valuation

is the investment of JEDB. JEDB received Rs. 30,000,000/ -as an advance.
This money was utilized to settle the outstanding EPF,ETF and Gratuity of
workers and Staff of Nagastenna estate. Quenrich Agro (pvt) Ltd is managing a

Nagastenna estate from November 2007.
d. Voluntary Retirement Of the Employees

Due to the consideration of increase of salaries, loss of the organization and
number of cmployces of the Head office, boand has decidad and pay VRS (o the
twenty seven employees According to the PED 10 of treasury circular during

the year 2008.
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1.1.6 Borrowing costs

Borrowing costs are recognized as expense in the period in which they are
incurred except to the extent where borrowing costs that are directly
attributable to the acquisition, construction, or production of a qualifying
asset, which takes a substantial period of time to get ready for intended use or
sale are capitalized as part of the specific asset.

Borrowing costs that are not capitalized are recognized as expenses in the
period i which thoy are incurmed and charged (o the fncome siatemeoent

1.2 Assets and Bascs of their valuation

Assets classified as current assets in the balance sheet are cash and those
which are expected to realize in cash during the normal operating cycie of the
board, within one year from the balance sheet date, which ever is shorter.
Assets other than current assets are those, which the board intends to hoid
beyond a period of one year from the balance sheet date.

1.2.1 Property Plant and Equipment

Recognition and measurement of the property, plant and equipment are
reconded  al coslf/valuation less accumulaied depreciation and  dmpairment
losses. The cost of property, plant & equipment is the cost of purchase or
comstruction together with any expenses incurted in bringing the asscts to it’s
working condition for its intended use.

1.2.2 Depreciation / Amortization

Provision for depreciation is calculated by using a straight line method on the
cost or valuation of all property, plant and cquipmoent, in order (o wrile off such
amounts over the estimated useful economic life of such assets. The assets are
depreciated over their useful lifetime on following percentages and rates
adopted in the year 1996.
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Estate H/ Office

Building 5% 5%
Plant and Machinery (Old} 33.33% 12.5%
Lines & Latrine 5% 2
Motor vehicles 25% -
Furniture & fittings & Equip.  125%

. Mature plantations - not depreciated.

1.2.3. Permanent Land Development Costs

Permanent land Development costs are those costs incurred to make: major
changes 1o land contours {o build new access 1oads and othoer major

infrastructure development.
1.2.4. Limited Life Land Development Costs

Immaturce and Mature plantations

The cost of new planting, replanting, inter planting and crop diversification
incurred between the time of field development and being ready for commercial
harvesting are classified as immature plantations.

Infilling cost

Where infilling results in an increase in the economic life of the relevant field
beyond it’s previously assessed standard of performance, the costs are
capitalized in accordance with Sri Lanka Accounting Standard 32 ¢
Flantations” and depreciated over the useful life at rate applicable to matire
plantations.
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Inventories :

Inventories other than produce stocks are vaiued at the lower of cost and
estimated net realizable value, after making due allowance for obsolete and
slow moving items.

Stocks of Consumer division (Jana Tea} and Head Office are valued at cost.

Manufactured up to the balance sheet date and sold since then, until the time
of preparation of the financial statements are valued at the since realized price
The balance stock is valued at estimated selling price. The prices are net of all
attributable expenses relating to the public auction.

Trade and other receivables:

Trade receivables are stated at the amounts they are estimated to realize
inclusive of provisions for bad and doubtful debts.

Cash and Cash Eguivalents:

Cash and Cash Equivalents are defined as cash in hand, balance at bank,
demand deposits and short term highly liquid investments.

1.3 Liabilities and Provisions:
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1.3.1. Retirement benefits of employees.

{c) Defined benefit plans.
The retirement benefit plan adopted is as required under the payment of Gratuity
ActNo.12 of 1983 and the Indian Repatriate ActNo.34 of 1978 to eligible
employecs.

(d) Defined Contribution Plans — EPF, ESPS, CPPS & ETF
All employees who are eligible for defined provident fund contributions and
Employees Trust Fund contributions are covered by relevant contributory funds

mnline with respective statutes.

1.3.2. Trade and other pavables.

Trade and other payables are stated at their costs.
1.4.1 Grants:

Non repayable grants are recognized in the Profit & Loss a/c under the grants.
1.5 Income statement
1.5.1 Revenue recognition:

Revenue from rendering services or sale of goods is measured at the fair value of the
consideration receive or receivable, net of returns and allowances, trade discounts and volume

rebates.
(a)Revenue is recorded at invoice value net brokerage, sale expenses and other levies

related to revenue.

(b) Gains and losscs of a revenuc naturc on the disposal of property, plant and cquipmen
have been accounted for in the income statement.

(c)Interest and other income is recognized on accrual basis.

Z Carporate information.
2.1 Domicile and Legal From

Janatha Estates Development Board had been established by virtue of a Gazette
Notification No:199/IM dated 06% February 1976 under the State Agricultural Corporation
Act No:11 of 1972 for the purposecs mentioned therein.

2.2 Principal activities and nature of operations.

During the year under review the principal activities of the Board were the cultivation,
manufacturc and sals of Tca and Rubber.
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JANATHA ESTATES DEVELOPMENT BOARD

BALANCE SHEET
As At 31st December 2008

ASSETS

Non Current Assets

Unimproved Land Mature Plantation Vested & Other Asset Vested

Improvement of Land Road & Bridges,Line & Lattrines Building Stores
Imature Plantation Mature Plantation
Machinery, Equipment, Vehicles

Furniture & Fittings

Water Supply Schemes Mini Hydro Schemes & Peripheral Housing Schemes
Fences Security Lights, Gliricidia Plantation
Onugaloya Estate Fixed Asset, Capital Work in Progress

Curront Asscts

Inventories

Trade and Other Receivables
Cash and Cash Equivalents

LIABILITIES
Capital & Reserves

Capital
Accumulated Loss

Deferred Income
Grant and Reserves

Kon Current Liabilities

Retirement Benefit Obligation

Current Liabilities

Interest Bearing Borrowings
Trade & other Payables
Amount due to related parties
Provisions

Deposit against Asset Lease
Bank Overdrait

Toted Byuity aud Linbilices

Chairman

Director
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Notes

FAl
FA2
FA3
FA4
FAS
FAG6
FA7
FA8

Al

A3

L1

L2

OB L RE

2008 2007
Rs. Cts gs. Cts
1,848,349.94 1,848,349.94
64,076,468.91 61,475,021.38
402,070,428.55 387,627,403.31
42,739,172.24 24,295,910.23
805,275.55 823,578.55
15,202,708.39 15,157,025.39
171,977.94 161,215.24
17,513,068.99 14,440,369.62
544.427,450.51 505,828,873.66
80,671,124.24 109,008,898.58
534,490,536.83 1,051,152,878.96
3,435,563.69 14,027,570.39

618,597,224.76

1,174, 189.347.93

1,163,024,675.27

. 1,680,018,221.59

3,670,000,000.31
(5,413,492,077.17)

3,181,718,339.31
{5,847,550,396.85)

(1,743,492,076.86)

1,393,134,068.45

(2,665,832,057.54)

1,498,561,709.83

(350,358,008.41)

337,460,444.94

83,574,034.34
643,663,930.50
23,920,404.56
2,617,810.40
56,518,798.00
365,627,260.94

{1,167,270,347.71)

454,867,445.71

42,667,678.56
1,717,320,243.64
45,857,493.13
80,991,558.33
36,107,400.00
469,476,749.93

1,175,922,238.74

2,392,421,123.59

1,163,024,675.27

1,680,018,221.5%

Chief Accountant
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for the year ended 31 December 20038

2003 2007
RS.000 RS.000
REVENUE
Sale of Goods
Tea 333,003.00 303,430.00
Rubber 75,262.00 70,303.00
Other 11,149.00 20,975.00
Segmental Information
Principle Crc¢ NOTES Tea Rubber Cther Total
2008 2007 2008 2007 2008 2007 2008 2007
Rs 000 Rs 000 Rs 000 Rs 000 Rs 000 Rs 000 Rs 000 Rs 000
Segmental Revenue
Revenue IC ol 335,623 303,430 76,053 70,303 11,14% 20,975 620,825 594,760
Cost Of Sale  EUI 627,016 367,657 439,080 47,129 4798 6,161 630,394 620,947
{87,303)  (64,177) 26,973 23,176 6,351 14,814 {54,060) {26,187)
Head Office Jana Tea
2008 2007 2008 2007
Rs 000 Rs 000 Rs 000 Rs 000
Other Opera  IC 02 183,035 74705 169093 93,903 352,130 168,608
Admimistrati  E02 (212,480) (170,330} {i49,i11) (81,720) {361,591) (252,070}
(20.445)  {05,645) 19,984 12,183 {0,461) {83,462)
Profit / Loss From Operaring Activinies {63,530} {100 649
Net Profit & {Loss) (63,530)  (109.649)
Accumuiated Loss 2007 5,847,530,396.85
Adjustments {497 588 472.58)
HNet Loss During the Year 63,530,152.90
Accumniated Loss 2008 5,413,492,077.17
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Cash Flow Statement
Jor the year . ended J1st December 2008
CASH FLOWS FROM OPERATIRG ACTIVITIES

Net Profit / (Loss) for the year

Adjustments for Items not Involving in movement of Funds

Depreciation/Amortisation /write-off
Provision - Gratuity ,

Less - Payment

Operation Profit before Working Capital Changes

Changes in items of Working Capital
Inventories

Debtors _

Interest Bearing Borrowings

Trade Payable :

Provisions

Amount due to Related Parties

Deposit for Leased Assets

Net Cash flows from Operating Arssatas

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of Property ,Plant & Equipments
Adjustments Made to Share Cap:tal

,,,,,

~

Net Increase / {Decrease ) In Cash & Cash Equivalants

Cash & Bank Equivalants at beginning Period
Cash & Bank Equivalants at End Period
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L RS.M000"
~ (63,530)
: 4,840
25,891 o
| (47,682)
28,337
579,660
40,906
(877,650)
(78,374)
(21,937}
20,411 (308,647)
" (386,329
(38,900)
488,282
‘449,382
(455.440)
(362,190)
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