OB OO 2012

amLThs Siflsme 2012
ANNUAL REPORT 2012




OB DG @Y erw® 2010
wEHEFBSMN - aFiET HTmOCHETEE 2010
Mahinda Chinthana - Future Vision 2010

EDBODEE SHHDEG
Slem&sflar 0Fig)
Message from Minister

Beniess a@ros®66 SHMBEG
178 Semwsaflar G
Message from Deputy Minister

cH®DC
OSTOQCHTESG
Vision

6®6HO0
GP&CsHTeT
Mission

6e30g, BB
ouUngl PsE
Common Goals

83D DO
PEEBWBL a9 ENSEHAT
Main Activities

PEDBD 6MORAT
&L (BSHSBHAINEE
Corporate Information

FBS OLVDRG

ugefLILment &emu
Board of Directors

DEOINNO WHENEGE
(pamamdgian Siafiufla
Management Team

O HNONCIO RSN E)
seeallar Sifldema
Chairman’s Statement

BeEisnn emsSneSe® SeBRG
y8s somealar Sihlbams
Deputy Chairman’s Statement

6®6mEd® @RIDMG
1amiie] BL_allg &e0&dEeT
Review of Operations

D36 5 NE BEO DE 655DD QE 6WISD OEBG
&L baBbgaubLS@e CuarSaisflanaagsuaniniens s bl opgid Ly 2 puss

Physical performance of the past 05 years

ges gme® 2012
B8 sfleoma 2012
Financial Reports 2012

03

04 -05
06 -07
08

09

10

1

12-13
14-15
16

18 - 21
22-24
26 - 3I
32-57
60 -19
122 -183
186 - 248



e 3k 58855 €30DDD BB
CaHdlu srmenL s SilallpsHs) Femu

National Livestock Development Board

20127

Annual Report exss axme

eHED 5 585 BFIDEG BNV DOED OB ®DEES DesdD &3) DRSS
B @oted s5® 68 DHENSDEE 6e30BmBSWOT 6EE ENBRO FSDEHBEO
B0 BrIS. @ 38 ) 6eNE OmNDS Dwd Bty 8 emDsE 30
BB D6 NEMDEB 626YH. 6ENDS0 BENSED 6PBO NEIED crun® @)
6C® 599 BBENBEHE BSDEED B OBNEE® 3F) @TeR.

Soramaule) sndpamLSgemnuled warallan 2 mpssamHas ean AL
BleoaprLigw Cs&8w sropamL e Siflallphs s U Sagl s &HsagwHUTH o6
SIS E 40 Shaug UGHL S0 SL1D LSS SING).

BHeUNg H&semu SMOHML LHNID ASTTMMAFUMNS G0 Q(HE &lenah S
30 LIGWT e amiemen [bl(he&1S Glal halaimgl. SAnleumnnedsemer LS HSHAST6TousM G Luflp &
BlOWS Slen @D L &el S Gl.

NLDB enters its 40th year of operations with a proud record of
revamping the livestock industry in Sri Lanka. At present NLDB manages
30 livestock and crop integrated farms where livestock and coconut
plantations are maintained. A training centre to impart theoretical and
practical knowledge to farmers is also maintained.
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It is my desire to increase twofold the stock of dairy cattle presently available
in the country amounting to about 340,000. Steps are being taken to increase

the dairy cattle breeding farms in the island to achieve this.

It is my belied that there should be ch ange in the social attitude towards

drinking fresh wolesome milk.

Mahinda Chinthana - Future Vision 2010
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| am extremely happy at the progress
made by the National Livestock
Development Board since it came
under the purview of my ministry in
April 2010. | am impressed with the
manner in which the Board of Directors
has planned the activities in keeping
with the Government’s programme
of the work based on the ‘Mahinda
Chinthanaya’.

Developing the livestock sector being
the main objective of the NLDB,
meaningful steps have been taken in
that direction which this report discusses
in detail. The NLDB has succeeded in
providing quality breeding material to
the livestock farmers at a nominal price
thereby creating a network of successful
community of livestock farmers.

| congratulate the NLDB for winning an
award in the Livestock and Fisheries
Sector at the Business Excellence
Awards 2011 held by the National
Chamber of Commerce. | am sure this
will serve as an incentive for the staff
to produce even better results in the
coming years. My best wishes go to
the board of directors and the staff
both head office and the regions for
the hard work they have put in to make
the NLDB a profit making Government
institution.
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Hon. H.R. Mithrapala, M.P

Deputy Minister of Livestock and Rural Community
Development
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The progress achieved at present in the
field of food production and agriculture
in Sri Lanka is at an impressive level.
The country has been able to maintain
the economic stability and has been
able to maintain the per capita income
at a high level continuously during the
past several years while leading in this
respect in the south Asian countries.

| am very much pleased about the
progress achieved by the National
Livestock Development Board which
as a state institution entrusted with
the basic national task of uplifting the
sphere of livestock development which
subject is included in the long term
plans of our government.

While making an increased contribution
to the national production during the

past several years complying with the
Mahinda Chinthana forward vision,
it has been well recognized and
awarded as a profit making institution.
It is also highly appreciable that the
NLDB has modernized its activities to
meet the requirements of the producers
as well as the consumers while entering
the competitive commercial market.

The country has received dividends
both directly and indirectly through
the development programmes initiated
by the NLDB by introducing mainly
milk and milk related products for
consumption of the people while at the
same time absorbing more and more
people in to the dairy industry. More
over the welfare facilities extended to
its workforce contributes towards these
in no small measure.

| hereby extend my warmest and best
wishes to the board of directors and the
staff of NLDB to prove as an institution
which provides an efficient service to
the people of this country while making
a positive contribution to the livestock
development sphere by successfully

completing all the projects initiated by
the board.
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To be the best self sustaining organization in Sri Lanka to produce quality
breeding material, livestock and agricultural products to enhance the

Socio-Economic standards of our people.
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The run a self sustaining chain of Livestock and Crop Integrated Farms in different
Agro-Ecological Zones with a satisfied workforce.

To develop Livestock activities within a reasonable time period to issue the
requirement of breeding animals continuously to farmers with the objective of
making the country self-sufficient in Livestock and Dairy products.

To develop Livestock and Agricultural Products with new technology to increase
the output and profitability of the organization.

To cultivate Cash Crops in Selected farms to support the Cash Crop Production
programme in the Country.

To achieve optimum productivity levels in the livestock and agricultural sectors.

To obtain maximum productivity from livestock and crop integrated farming
systems and follow Eco-Friendly cultivation practices.
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To maintain all farm activities at optimum level, infusing surplus funds from
coconut - based industries for sustenance.

To infroduce new technology, expertise, capital with better management
practices to reduce costs and improve productivity to successfully complete in
the market.

To explore possibilities to break info new markets with better marketing
strategies in order to convert these farming units into protitable business entities
with the participation of the private sector.
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Breeding and multiplication of livestock.

Issue of quality breeding materials to the farmers at a reasonable price.
Maintain coconut plantations at optimum level to generate maximum profit.
Practise livestock /crop integrated farming system wherever feasible.

Provide training and demonstration facilities to farmers, school children, officials involved in
agriculture & livestock small holders.

Establish and maintain sales outlets to supply quality farm products at reasonable prices.

Produce value added products using raw materials produced in farms to get a high profit
margin.

Sales of fresh cow milk and popularize consumption among the public.
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Name/Status

The National Livestock Development
Baord - a state corporation under
the Ministry of Livestock & Rural
Community Development

Formation
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Established in 1973 under the State
Agricultural Corporaiton Act No. 11 of

1972. Commenced field operations in
1974,

Board of Directors

R. M. B. Ellegala (Chairman)

Laksman Hulugalle (Deputy Chairman)
A. R. Anura Jayasiri

K. M. K. Siriwardana

Dr. Samson L. A. Daniel

S. Mervyn W. Perera

S. Balachandran

Ravindra Manoj Gamage

R. Ashokumar

Dr. Premakumara de Silva

Chief Executive Officer

A. C. H. Munaweera
General Manager

Head Office

No. 40, Nawala Road,

Narahenpita,

Colombo 5

Telephone : +94112501701/2
Fax . +94 11 2502695
E-mail . infor@nldb.gov.lk
Web - http://www.nldb.gov
Bankers

People: SP%?S:I}/WWW.nIdb.gov
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Ranjith Ellegala
Chairman
National Livestock and Development Board
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It is with enthusiasm that we present
the Annual Report for 2012, its
note worthy to state that since the
inception of our organization with
able support which was extended
by our staff we uplifted our
performance as a state institution.

The National Livestock Development
Boardtodaycontributedsignificantly
to improvement of the vital livestock
sector in Sri Lanka’s economy which
assists the rural farming community
in upgrading their standard of
living. These goals were achieved
by providing them with high quality
breeding material at nominal cost.

We also extend training facilities in
the livestock farming sector to the
farming community to enhance their
practical knowledge on farming
methods.

In  keeping with international
standards we have embark on
strategically planned programme in
to process of modernization of our
farms and relevant technology of

our farms for the improvement of the
industry. The importation of dairy
animals from Australia under the Sri
Lanka Dairy Development Project is
an example of these objectives. It is
with a sense of satisfaction we wish
to mention that we were recognized
at the Annual Business Excellence
Award 2012 organised by the
National Chamber of Commerce,
where we received a Silver award,
which is a national award and is
a great encouragement for our
endeavours and further motivation
of our staff and work force.

We are conscious of the need
to improve our products apart
from quality but also in attracting
consumers. This is a necessary factor
to be in the competitive market with
the private sector. In keeping with
today’s trends we introduced a Tetra
Pack for our milk marketed under the
name “’Delite’” and also support the
consumers by upgrading certain
strategic sales outlets in to attractive
comfortable environments which are
well patronised.

Apart from development activities
we have also made significant
contributions to the welfare of our
staff and labour and extended many
facilities. We have also absorbed
to the permanent cadre, 192 check
roll employees who were previously
on casual basis in the period under
review.

It would not have been possible for
these achievements if not for the
dynamic leadership and proper
guidance given by the Hon. Minister
for Livestock & Rural Community

Development ~ Mr.  Arumugam
Thondaman and ably supported by
the Hon. Deputy Minister Mr. H.R.
Mithrapala, the Secretary, Ministry
Officials and the cooperation of
the Board of Directors and our
Management Team was also a vital
strength to us.

Once again | wish to place onrecord
my appreciation to the staff for
their commitment and dedication. |
envisage that continued support in a
collective manner would reap fruitful
benefits in our future endeavours.
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Deputy Chairman
Livestock and Rural Community Development
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It is with a sense of satisfactory and

pride that we present the Annual Report
for the year 2012.

On the concept of ‘Mahinda
Chinthana’ visionary program that the
NLDB focused on its core functions
for the development of the Dairy and
Livestock Industry by identifying priority
areas, in the upliftment of the countries
rural economy.

Wearecommittedforthedevelopmentof
the dairy and Animal Husbandry sector
in achieving the National Objectives
and extended our fullest cooperation
by implementing the Sri Lanka Dairy
Development Programme  with the
importation of 2000 Dairy Cattle from
Australia. These animals with high
genetic potential are now housed in
our up country farms with encouraging
results in both milk production and
distribution of its offspring amongst Sri
Lanka Dairy Farmers. We are also in a
systematic process of developing our
farms on modern lines in keeping with
international standards.

The effort for the promotion of liquid
milk consumption on the country is
showing significant results. We have
strategically up graded our sales outlets
in both Colombo and outstations so
that more consumers enjoy our farm
products with enthusiasm. More and
more NLDB products produced in our
farms.

We have also realised the values of a
contended staff and work force having
extended numerous facilities coupled
up with welfare programmes.

We were guided with blessing
imposed on us by His Excellency
the President, Mahinda Rajapaksa,
and under the able leadership and

guidance by Minister for Livestock and
Rural Community Development Hon.
ArumuganThondaman, Deputy Minister
Hon. H.R. Mithrapala, Secretary and
the Minister officials. Also with to thank
Chairman Ranjith Ellegala for leading
the management staff and work force,
with fullest cooperation extended by
our fellow Board Members.

We will strive to achieve even better
results with assistance of both staff in
Head Office and outstation farms in the
future.

58D 56 585 BBIREEE 6mBEeNEDR B&O 3M®
6adlw aned peoL auen Slallmesl soullar LaTaassT Smbgar GLhisen
Locations of the National Livestock Development Board Farms
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BUSINESS EXCELLENCE AWARD 2012
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om0 88 § B8 B@IDG eHBD 56 5835 50DHD BB ®OT 529158 Oot3r)
FReR®ER @®wm) 60D BHHBO.

Mr. Ranijith Ellegala, Chairman of NLDB receiving Silver Award under the Fisheries
and Livestock category at the presentation ceremony of National Business

Excellence Awards 2012 organized by the National Chamber of Commerce,
held at Colombo Hilton.

De® 80 cmend BREOR D.8.8). Twnm B®wm) (65md e@sD®D E@s),
e.9DB8.3. FrReE®E @D (®OT 5t0e38), eIDIVEG fH®S 6@IDBHE B (VB
D), S.8.90. D0 ®wm (H@D5D), DB.E. ®OceNSom B®HM
(DB o FrOR® DE®®OT)

From left to right, Mr. N.PD. Ekanayake (Assistant General Manager Finance),
Mr. RM.B. Ellegala (Chairman), Dr.Jurgen Mohard (German Ambassador),
Mr. A.C.H. Munaweera (General Manager), Mr. M.D. Karunathilake (Manager
Monitoring & Evaluation)

2012
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Summery of Breeding Issues

NLDB uasirenanr aupiiaed
LIGRT606wT LIGT6m 6T Band QTGS
Gggiens) LfenSlwesr sl fland
FpaTEmaUL GBS 03 02 04 09
DL 04 0 35 39
@hemaem QUi UL 04 0 26 30
SOWAITEITLEW ShUL_ 0] 02 27 30
CEmOWDWEWAIEmEW ShUL_ 04 02 22 28
ShBLaTemEeiiyEw SHuLfp 07 04 01 12
le|fwamemuL_wpw GBS 0 0 20 20
SHUL 01 02 23 26
District Sex Breed Total
Jercy Freisian Cross
Nuwara-Eliya Female 0 18 7 35
Male 09 05 36 50
Kandy Female 07 05 19 31
Male 02 0 16 18
Anuradhapura Female 0] 02 22 25
Male 0 0 03 03
Rathnapura Male 0 0 (0] o1
Gampaha Female o) 03 21 25
Male 02 02 05 09
Galle Female 0 0 02 02
Male 0 0 0 0
Matale Female 06 19 13 38
Male 0 0 03 03
Colombo Female 0 0 03 03
NLDB Farm Issued
Farm Sex Breed Total
Jercy Freisian Cross
Rosita Female 03 02 04 09
Male 04 0 35 39
Siringapatha Male 04 0 26 30
Rukaththana Male 0] 02 27 30
Nikawaratiya Male 04 02 22 28
Melsiripura Male 07 04 0] 12
Bopaththalawa Female 0 0 20 20
Male 01 02 23 26

[ERominG) Bo®s cRIBOS Dod
=8 OBEES B®
2ODB® &8 0 18 17 35
56ce 09 05 36 50
ODxdSd &8 07 05 19 31
el ) 02 0 16 18
EleAse 8 0l 02 22 25
[Sle2) 0 0 03 03
el NeTe) [SlesS) 0 0 01 01
®8es® a8 0l 03 21 25
&6cs 02 02 05 09
e &8 0 0 02 02
[elel ) 0 0 0 0
63 38 06 19 13 38
elel ) 0 0 03 03
eE® 8 0 0 03 03
NLDB 8xs 868
cloNelele] Bo®® cRIBHS Dd
[stel] [ulelnlek) el
5B &8 03 02 04 09
elel ) 04 0 35 39
BdSwenD [SleldC) 04 0 26 30
SrSepSme ele ) 0] 02 27 30
SwOdds 0T 04 02 22 28
®3BOEO 30T 07 04 01 12
6DSTO@D 38 0 0 20 20
856c® 01 02 23 26
e’ L1 umed Band Qs
Gegitenfl Liffendlwiedr S
pouGyaSum ug 0 18 17 35
Eenar 09 05 36 50
&g u& 07 05 19 31
ST 02 0 16 18
SIGSLTD L& 01 02 22 25
Eemar 0 0 03 03
Snéglanyf SEnaT 0 0 01 01
&lbLanm U 01 03 21 25
Eemat 02 02 05 09
&6l u& 0 0 02 02
St 0 0 0 0
DS BE06T & 06 19 13 38
ENenat 0 0 03 03
QempLby o 0 0 03 03

Annuol Repor’r BB O

31

2012



32

U WU Y)Y WO (U WIuwIw)

3B

BLHSDhGaUMHL ST QLTSS TlUlleonaeswammpiens
&M HemL_Lopmuo Lully & pugs)
Physical performance of the past 05 years

BVDE DB YOO Bn. 6miEn @t ot3 Dd e Tmd o P
BVDEE 6e355H0 OB. re® gomdE B¢ 3Rz 635RD DEE DO FHeEI®
BEETHO0 9D PHE®ILNEHES HERD) 68 BBencd D@HOBND 9HE DToD®O
EONWEB BBIE) ETD.

elpg) auanit& &1 Luiamslé@Ld auenasullgid, pmisna gL ullgid SHaiobE\HbSS!. ADTHSSHS0
BLbS ®hgl AL sTuda UNlésssss aeméd anamiulL g fo genselar o nussufe
QUeTe] G SMaulul L CUTSlid, o HuSSlw Siglsfdsab, 6L SomidbamsL
QumeyGar Uglu audlpemmast Siflpsd GFnwiLL BeTsrar.

The growth has been healthy and steady. As a whole the past 5 years have
summed up to a steady growth. Some areas have seen a slight decrease in
production, for which new strategies are in place to increase volume and drive
more productivity.

56 65085t ) eMI® HaBeNeHE
P 2007 2008 2009 2010 201 2012
1 @ 8D
@GS Yo 8272 8199 8621 8329 8068 7755
B 6w @8 2114 2130 2191 2409 2534 2430
Dod ®#ND 10386 10329 10812 10738 10602 10215
DO ®#D 1738 1673 1656 1454 945 759
OO ®%0 2222 2692 2956 3043 341 3148
E90S (ep&sesentD) ®FD 1306 923 1514 Q75 1439 1716
2RO HED ®ES
6BRYH B ®#ND 26743 29904 25953 33838 32878 20610
DD LoD ®#D 6053 5767 4998 9870 7260 2743
des Deje® @50 21001 15145 6180 4298 7541 10016
éles eRNBEY ®%0D 14979 3336 1433 1958 5400 0]
99 @td ®HNHD 8349 6552 46 377 252 168
NOS ®#ND mz 81 507 0 0 0
2 gBsHm 56 B85
@GS ®E0D 153 1200 1033 938 1328 1997
B oS ®ED 265 174 128 211 185 124
DO ®#HND 267 281 274 21 503 245
DOODS ®HD 194 367 312 123 181 563
E905 ®#0D 1516 2294 1833 3328 2885 2879
(ONAL) @80 1403 1071 746 0 0 0]
3 509s Bdencmn @D
oNBRY (BBm) ®EH 2.08 2.3 1.8 1.8 2.3 1.95
Deje> (BBG) ®# 0.81 0.9 0.6 1.0 11 0.33
4 B B&esremes
DB B.8. 2.9 32 33 32 2.8 34
BB B.8. 0.65 0.68 0.64 0.68 0.63 0.68
OB B.8. 22637 23077 27640 13358 10753 4710
BB Hesex® B.8. 286152 312927 342079 427561 405726 | 390092
630 (em3eses) &3 80 407989 421803 511189 516280 468872 526987
5 O Bese® (B) ®BND 4.1 34 19 1.0 2.0 2.5
9 @d BSO (B) ®HND 0.25 0.21 0.05 0.02 0.04 0.04
6 eBAH Bdenew (oed) 3. 0.09 0.09 0.01 0.01 0.03 0.01
7 6@ BBeneme
6@ 6GR) ®. 21.73 20.55 21.48 20.6 1994 21.39
et &eson® 6®.600. 5374 278.7 336.71 24785 22718 220.92
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Livestock & Crop Production Activities

G 2007 2008 2009 2010 2011 2012
&ML &6flar eraianllben s
B &L 196 erastan. 8272 8199 8621 8329 8068 7755
IHEIBET eTaTaml. 2114 2130 2191 2409 2534 2430
QT&SD erquamnfl 10386 10329 10812 10738 10602 10215
L eTaTaml. 1738 1673 1656 1454 Q45 759
Q& HGa6 eTaTaml. 2222 2692 2956 3043 3411 3148
uadsst (Qaallmsa)) eTaTanfl. 1306 Q23 1514 Q75 1439 1716
Gamglll LiasTeman eTamTanl.
yegmileonr gmitéCamd eTaTaml. 26743 29904 25953 33838 32878 20610
Goowi Hmiiéeamgl eaTantl. 6053 5767 4998 9870 7260 2743
afgss Gowd eTaTanfl. 21001 15145 6180 4298 7541 10016
aéss Lapmuilei eTaTaml. 14979 3336 1433 1958 5400 0
ENEOL&BaT eaTaml. 8349 6552 46 377 252 168
(puedE6T eTaTanfl. m7z 811 507 0 0] 0
BanallpdSlbasa
EMOBENL EHENET CUPSH
B &L 196 eTaTaml. 1153 1200 1033 Q38 1328 1997
ITHEIBET eTaTanfl. 265 174 128 21 185 124
NG eTamTaml. 267 281 274 21 503 245
Qs HGs6 eTaTaml. 194 367 312 123 181 563
Ueilse eTaTanfl. 1516 2294 1833 3328 2885 2879
(PuedSET erautran]. 1403 1071 746 0] 0] o)

eramTn.
Camild @Ehd 2 NSS! eTaTanfl. 2.08 2.3 1.8 1.8 2.3 1.95
yegmileorr (1lebeSlwar) eTaTanfl. 0.81 0.9 0.6 1.0 11 0.33
Goowim (fledeSlwar)
umed 2 puga) & 4 2.9 32 33 32 2.8 34
5D &L 1960 . 14 0.65 0.68 0.64 0.68 0.63 0.68
GIHGIBET . 22637 23077 27640 13358 10753 4710
ShL (B Lmed (6160 286152 312927 342079 427561 405726 | 390092
sl o pugg) go Wlel. 407989 421803 511189 516280 468872 526987
CunaL. (@laTemmbids ) eraiTew. 4] 34 1.9 1.0 2.0 2.5
Yol 2 pusd (6ed.) eTaTaml. 0.25 0.21 0.05 0.02 0.04 0.04
sl L el o fuss () 1. 0.09 0.09 0.01 0.01 0.03 0.01
Lepmuileor o puss (LUmemeuss)
0BHG 2 HUHS) (6160 21.73 20.55 21.48 20.6 1994 21.39
allmg o Puss (allengss) Q.01 5374 278.7 336.71 247.85 22718 220.92

QEMILDT 2_HLGE)

Unit 2007 2008 2009 2010 201 2012
Livestock Population
Neat Cattle Nos. 8272 8199 8621 8329 8068 7755
Buffaloes Nos. 2114 2130 2191 2409 2534 2430
TOTAL Nos. 10386 10329 10812 10738 10602 10215
Goats Nos. 1738 1673 1656 1454 945 759
Sheep Nos. 2222 2692 2956 3043 341 3148
Pigs (breeders) Nos. 1306 923 1514 975 1439 1716
Pouliry Nos.
Broiler Parent Stock Nos. 26743 29904 25953 33838 32878 20610
Layer Parent Stock Nos. 6053 5767 4998 2870 7260 2743
Commercial Layer Nos. 21001 15145 6180 4298 7541 10016
Commercial Broiler Nos. 14979 3336 1433 1958 5400 0
Quails Nos. 8349 6552 46 377 252 168
Rabbits Nos. m7 81N 507 0 0 0
Livestock Issues for Breeding
Neat Cattle Nos. 1153 1200 1033 938 1328 1997
Buffaloes Nos. 265 174 128 21 185 124
Goats Nos. 267 281 274 21 503 245
Sheep Nos. 194 367 312 123 181 563
Pigs Nos. 1516 2294 1833 3328 2885 2879
Rabbits Nos. 1403 1071 746 0 0 0
Chick Production Nos.
Broiler (millions) Nos. 2.08 2.3 1.8 1.8 2.3 1.95
Layer (millions) Nos. 0.81 0.9 0.6 1.0 1.1 0.33
Milk Production
Neat Cattle Lt.m. 29 32 33 32 2.8 34
Buffaloes Lt.m. 0.65 0.68 0.64 0.68 0.63 0.68
Goat Milk Lt.m. 22637 23077 27640 13358 10753 4710
Curd Production Lt. 286152 312927 342079 427561 405726 | 390092
Yoghurt (cups) 80 ml 407989 421803 5189 516280 468872 | 526987
Egg Production (m) Nos. 4.1 34 1.9 1.0 20 2.5
Quail Egg production (m) Nos. 0.25 0.21 0.05 0.02 0.04 0.04
Broiler Production (birds) m. 0.09 0.09 0.01 0.01 0.03 0.01
Coconut Production
Nut Production (nuts) m. 21.73 20.55 21.48 20.6 1994 21.39
Copra Production mt. 5374 278.7 336.71 24785 22718 220.92
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Sigls LMD SH(HId ST S6llar SndG0d)
Major Achievements of NLDB - 2012

0l 9@ dee)Bonden®s @ ®OES
PHEDE BOHB

B @od BedwmO 6®.60% 70,000
75,000 208 £68ee BOBO @GS
0.BR80® 30 @ce® irOBS
8OO0 eweme S0O. g 6O O
OB 3006538 DHBHOBO SHEBBHBO
B8 6&Bn B Bdenemnn O 8O OO
BBm® 4821 HHBWD BEeNcHG DG
@G, 68000 DO BB ®DES E50BID
g0 D0 QBB @® DOBIEO
PEEIBDEO DR MDD, O

emds ) BD ®OGR® EHDOG
g5 HORBKD OGS RED
Od g, DY OB HIOBH oW
®HNOE  ODONE  FBHEEIMNDOD
DOEDE. Do O, Du®OnD &§
geses B BY emBnS ©Rd BY
BERS 6CHS 6c6HN B gn OB
00 DO 6cHSE® DROBOG 9®E
9000 DB HED® B Sdenemws
9®E o) ®E) HBed. BO BdencHed
9BER Md® QEWD WOTS BRENDOD
DBEHE 9HwE DBDOEE 03 ecHms
0EDG DG GRED.

DBOHBE 9).85®.t50. OHOREG HED
B0 BBesremensd 2% 5@$nne SesedE.
OB N eHED FOGEIDGO &g
BROBS @O DB FHoO® D@
BB HED FOBBINGDS 7% )
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B0 Deecys’ 6 BOO wo®) 980 o5ed
D30 DG OFEEG 55 6EMBDE 6385
BBBEN® 6@ C56HIE DO®IBRO
Bn®mes.

6®® go@Fn 630cTdD .56, 3BT
300D BFMEE 9 DEIBND
28 OBEES, BB OVBES GCEMS
OH®OE ®RRDO Dredced 50088 cmm
6O 5830 6EHBB B BencHn 99
“5ode® OBRc DB HBDHG
&#NO & oD HBGEHE 6wdSN. 6OB)

6eHn® 8nd 1 hed 6®mSE) BRBG
DEWOHE B eNE® emBDeE DD
FREDD DO .

68 neted c0ER) VD 68 O
B0 8 20 aed o D> DSEEHWEHS
eE D®er® 6N®mSE) 8D @#IG
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PREHE BOBO 630D Bxrd HBO
6O PR D®ens O BOO 7
s@%n Bn. OMDEeE e66cKm BD
BeE® OHdode 8OO 13,000 &zen
9®QE cr®®0 6O O &u.

SEemE 70,000 GFHM_&&D 75,000  Guobid
OB LMEIOTemel  eUHLEGD SNdGd s
aUBSNg. SHs SNEGLSHEG UL OHTenSLT
ghum 30 LlevaSlwar euemy QavallLLBE@mg). LMD
SbUBSONS BT ( WwhsMT &w CHEmausmL LTS
QFLAISHNG QIHLLD aIEHE 482 WlvedweT 65T L6
2 NuGd GFlwiL@ang SHeudluomgd. SHELNFeTeT
EMOBOL &M SgluenLule, Sbs 2 MHusd)
Bsmd SoLaug aaLg Suens all_wiongib.
LIGTEOGmIUTSTiebeT — eUEpeTT  SeumemLaeiar

OJUgESemeT  CODLLF  OFleE 2 FFESLL
Sudlons abgeen HCSSDWSSD, GBS el
Ohd DOENE O UHNG LD SN IGhid6T
050EM BD.  eelmmigUd,  elogl 2 6TghT
LIGTeOGRILTETTERST e DG STaB LiGidoHemen
oiSSNeo  Lgmofidg  eumeudame,  Seudmler
2 NUSSenU HSSILIST el G 2 HSHulled

fipamey  SiPlaflenucu  gILESS  (PUD.
umfwerafloomer & MUSSeowll  QLINCAUATHLOTATE),
Sigls aatafisamaunar, S amibd Saallnhod
AllRIGHET LGRS ghdE — aUhHIEILIBaUS]
SiaudwomGb.

aaowd, CHdu o MusHbans Codw  &EMUBmL
W e¥ess soudar  Lhisen (D)
DHED.  Sodelpad,  LmLatenad  geomuld
unfwensy  &MéeHMS GILGSS (Plgung). eraGay,
Tiemy i SHE IFSMLGHEs L6
2 HuSHeow CDULF CFluSNEG CHFW EMOBmL
Siallhéa) FenL S L EemeT UGSSETENE. HBHS
ObG UL STOGS, LMD LHenaumUTTbEhsd
Guogd S eaanidensaT QamULLITHET QB
Bnsdlama. Samaupdg, AlalmpsSuamLbs
Baalpsd  allohigGdememyDd,  OUIHL HenemyD
AlBICUTEIGGSD 6uT BN ENOg! LIGHTE0GRIEHEm6T
2 LGWTEES (pigu.

ConGNIIL L. Sdamd SlenL_augsHosa CLihoaTaY
LMmQE Shd 500 Fenanydy L&sdsmeT Sné@iod)
OFlauge Cafu srdBOL  Slalpsd Feou
(NhubIBaawBeeng). Suai® S ighimaf

Ui,  walbd  Fbdemanilar  SiglenL_ulleomar
Cadl umuaTenan SlallpsSls S L sHar S
Uifélungr, Ggoierdl opmd ST LGSSET eleLen
BPL_HGh. BHSE SHTVHOL B MBS
aomd sULsHa1 &p  Seyevgereiunalalmibs
Bnégogl GFiwiuC Beerar.  Sema  Hm@GHSID,
OB g QieTeT  Qoafld LMoo Ligtisnamaafied
SNFWD b NeUSSLILIL (Re6me.

aomd &L ST &, SnéEGiod CsiwinL
usdENeNBhE LTemel  GUOID  [bL6ulg SendaHeT
apsowd  bbidasiu Beterar.  CopGHLL L
LiaTenassigieTem @ LTRGHD Ugalldr  sgna

umed  QUEDE  EIEeMEMIGE 20  ENMIS6MES
SiPaMGgeeng. Saevderd  SndGing)
BLDouYeugNG (paim Gupiu L gnafl Quens
7 eSppiser U BCWNGD.  SHhFwowd  Fenuulldr
BIeMhd QoSS UMD 2 Huddl 13,000 edDmiteEemsa
SiPaMGgeeng.
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Ol. Importation of High Yielding Cattle

Sri Lanka imports 70,000 - 75,000
Mt. of milk powder annually spending
a colossal sum of Rs.30 billion. To
be self-sufficient in milk a further
482 million liters has to be produced
annually. It would be an impossible
task to achieve this production target
with the present production of the
National herd. Improving the genetic
potential of animals available with
the farmers is an urgent necessity, but
it is a time consuming process that will
take a few decades. Nevertheless,
our local farmers own and maintain

-

one or two cow units and improving
the productivity of these animals could
result in an increase in the national
production. To achieve this objective
a larger number of quality breeding
stock should be issued to the farmers
it a progress is to be achieved in dairy
development.

At present the contribution of NLDB
contribution to the National Production
is around 2% which is inadequate to
make impact in the Dairy sector and it is
imperative that the NLDB has planned
to increase the milk production up to
make our contribution at 7% against the
National requirement while producing
more heifers for issuing to the farmers
during the next five years for which

purpose our farms could be utilized as
resource centers to supply improved
breeding material to the farmers.

To achieve the above objective the
NLDB was successful to import high
yielding 500 pregnant heifers in the
breeds of Friesian, Jersey and Jersey
Friesian cross bred to Sri Lanka after
two decades under National Dairy
Development Programme as per the
“Mahinda Chinthana” policy. These
animals were imported from Australia
under the phase 1 and they have been
located at Menik Palama farms in
upcountry af present.

The calvings of the 1st consignment has
already commenced at present and
the average yields per milking cow in
the above farms have increased up 20
ltrs. per day whereas only 7 lirs. prior
to the importation. The total daily milk
production of the Board has increased
up to 13,000 lirs per day at present.

1. 0@ 59638 OEErng) SHO
1. s Spsauniaienip 1p& TemLT QIEMBL ATEMELI DauIIeIL_[h

1. Infrastructure Development

D o 50 EENdDD magn DS Spssrgyd Samksdldr uDFET PP LHSET

POED

G5O HBeHE DB OJE HeSOD
PREED Dagn DS gese® emDsE DE
D®) 6ED.

1. Bracharia brizantha
2. Bracharia rusiansis

3. Kikue

4. CO3

5. NB21

6. Napier

7. Guneia A

8. Guneia B

Q.

Mombasa Guinea
10. TD58

8 or 6By BFen JECH®
emPED BeSedBedss 2013 Descte
emDBSE t30DBAMEE 2 M HEnBd (306D
BO ®DES 25001 moE®E BHOO
6500, RBDBE) magn Des 1000 8.6z
eRGERGE 6wdE. DBO gPDHOD HEE®®
eMBBEEB O PN BEM) DO
150 @e33®® o) 9d®W D) WO &Te.

g8md 12 wder 2013 &5end ®e
6R®ODD HVEHB DE Easwe BO
®B% 150020 €550 epend 6Qes BrdDwd
R0, 6RIBTHED ) DEE®OEENDBE
OE g 243 DB @G Dagn O®)
20 goy.

S

enog) Lisiienambaficd afipLienardgeerar.

1. Ugn&gmiur Aflenmbgn
2. Upn&emilur g&amdler
3. &lgCal
4. CO3
S. NB21
6. GrLilwi
7. @afur A
8. @aflur B
9. (punam @eflwm

10. TD 58
l. SreiiLmb &L Ssla & 2013 Shid Shawnged
Staysnglerilumalelmbg 2,500  SMeBEIL BET
GnéGind CFILILBUMS DaboTEd QBT
2012 Shb  Shaiged MFwsd  LaTEmTEW
Silallpéd Flweae 1000 &eor yngamflun
OL_&@bauden  allngsamar  CHFU  BMOBOL
Salpsg semu GnéGos OsuigeTeg. SNE
GBS, 180 Go&T Blddk GamamipL,
Gamswd Gslme UeieuCLar.  fdwslo
Lattenailal allenssdl CHMUSGID HMOBML &
SUMGINGD Semar 2 LICUTSSSLILIL L a.

Il SICxHCauemen, (PEHMD &L GFa1 &p 2013
ooafl Liessh GG abg GsMbhE 1500
OUHLETEY LMOSHD LgHESEhSaH GweafldLmsi,
GUTLGAMEY, SHWED HEW Lavenamseilsd 243
FEBT HdSled Led auemmiyDd G DOLHME).
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o The under mentioned varieties of grass 1.
and fodder are available in our farms.

National Livestock Development
Board has imported a 1000 kg of
Brachiria decumbence seeds for the

1. Brocho‘rio br.izom"rho| development of Ridiyagama farm
2. B'VGChO'”G rusiansis in 2012 targeting the importation of
3. Kikue 2,500 cattle from Australia in 2013
4. CO3 under phase 2. Further 150 Acres of
5. NBQ? maize and sorghum were cultivated for
6. NGP'?V making silage and as well as for seeds
/. Guneia A at Ridiyagama farm.
8. Guneia B
9. Mombasa Guinea II. Meantime 243 Acres of fodder cultivated
10. TD58 in - Menikpalama, Bopaththalowa and
Dayagama farms for 1,500 high yielding
cattle arrived in January 2013 under Phase
1-2.
Reresnedisy &g PG DG 8EEG (B.02)
[slO/NA) SO
Besd M.Guniea TD58 B.Dic Kikue w.clover S.santhus Total
(Ac.) (Ac)
2009 1220
2010 545 1550 220 65 145 1760
2011 1156 1026 1540 159 3955 5654
2012 510 872 1000 1000
BéG QFilems aflenasaiar @né@lodl &G
bk alebdrand
QIHLID (sg)figm gf;;n)ﬂm engoiur  TD 58 s  Hgla dlarauit aT61. EHEINR QUOT&SID
2009 1220 0
2010 545 1550 220 65 145 1760
201 1156 1026 1540 159 3955 5654
2012 510 872 1000 1000
Targeted  Cultivated Importation of seeds kg.
Extent Extent
Year (2?3 (2?3 M.Guniea TD58 B.Dic Kikue w.clover S.santhus Total
2009 1220 0
2010 545 1550 220 65 145 1760
201 M56 1026 1540 159 3955 5654
2012 510 872 1000 1000

ep.

eesTo@® ® HECHE® emBse D@
®0 8f) »BdEn

9D PHHOEBRD BY ®OGHO 60:IOs O
08 eID@D ®) BE®® 6mNDBE
D ®O Bf) ®BOG DO DO Ee5OLN
OO0 66E®. DESOINMOSOGHS
) OEOBDDeE OVADHHBOD 6BOD
6 ®ODH BB 6cde® cowmdsne OB
M5B 6.

G m * . o m ﬁ. LA mL
GUTUSET LINID SWELD LKTenaudeflgieTst & e
ETOBMLE OSSN IQOHEHD LSBTE SNEGLS)

QFUWILLL.  &TOROL&6Mar  CHmaEMmEND
EHSINOET@BE USW 2 LSTEUESET  DHYID
smallaghar  Sfallpsdsl  Qdwiul L ar.
Bisll  Uaiemanssllar  (pSTemGGleudmEUD,
o Nusslound — Siglafcstaua, — didmpaiar
LIMDLIQRT60 e BUbSEIGEHD Siflpsid
QFwwiLL L ar.

b.

Development of Cattle Sheds at
Bopaththalawa and Dayagama farms

All cattle sheds of Bopaththalawa and
Dayagama farms were developed
and strength with new equipments up
fo the requirement of new imported
cattle. In addition to that modern dairy
machineries also were introduced
for those farms to enhance the
Management and productivity.
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Introduce of New Milking Machines

Machine milking is done twice a day.
The machine can milk 48 animals in ten
minutes. Milking machines and chilling
tanks are cleaned automatically without
any human handling and it assures the
quality of milk.

The cattle breeds imported to Sri Lanka
are high potential animals. A Friesian
cow can produce 6,000 litrs per
lactation and it is 5,500 and 5,000
for crosses and Jerseys respectively.
All the cattle are having transponders
(electronic  chips) and they are
automatically read at the entrance to
the milking parlour.

Cows are identified at the milking
place and their milk yield, milk floor
rate, any changes in milk, and milk
composition are individually recorded
in to the connected computer. Any cow
can be sorted  from the computer
and separated at the sort gate
after milking. The cows to be bred,
treated or examined can be sorfed
automatically by selecting the numbers
in the computer. The computer provides
an attention list daily including animals
in heat, to be examined for pregnancy,
to be checked for repeat insemination
efc. Individual milk record sheet at each
milking session is reported.

All the events (calvings, inseminations,
treatments, etc.) are entered to the
computer daily. It is very easy to follow
up the details and can get any report
format.
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Latest methods are used in the activities
in the farm. A TMR feeding system
using a mixer wagon is in operation.
The ingredients used are concentrate
Maize silage, grass, brewer’s grain,
and minerals. The mixer wagon is
calibrated and exactly required
amount of feed ingredient are mixed in
the ration daily. The animals get equal
quality equal amount of feed daily
which is very essential for maintaining
milk production at high level Avrificial
insemination using imported semen
is used for breeding. The health of
the catile is closely monitored by a
veterinarian.
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2. Issue of One Month old layer chicks for “Divi Neguma” Programme
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Under the direction of Minisiry
of Livestock & Rural Community
Development and Ministry of Economic
Developments the Board has issued
24000 chicks from Marawila farm in
2012 under Divi Neguma programme.

ly e =g [ !
& = et [ el 2

NLDB has constructed and opened two
new leisure bungalows at Plonnaruwa
and Weerawila farms making and
objective of providing more facilities to
the customers with high quality.
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4. Opening of new Restaurant at Melsiripura farm
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A new restaurant constructed on
Melsiripura  farm was ceremonially
opened by the Deputy Chairman of
the Board, Mr. Lakshman Hulugalle on
26th May 2012. On this occasion, the
General Manager of the Board; Mr.
A. C. H. Munaweera, the Managers
of the neighboring farms including a
gathering of distinguished guests were
present.

The building of a restaurant on the
premises of Melsiripura farm, which is a
specific location for the tourist industry,
is an important aspect for the Board.
On the occasion of the opening, who
expressed his thoughts, mentioned
that the construction of this restaurant

not only benefits the employees and
consumers at present but is also an
investment for the future generation as
well. He added that this was targeted
towards the local visitors and foreign
tourists and the preservation of such a
wealth is the duty of everybody.

e,

With changes in the globalization of
the economy, we cannot go forward
without modernization. It is therefore
compulsory for us to progress through
traditional marketing methods.
However, some of the severdl
enterprises that adopted traditional
methods in the world are examples of
collapse in recent times.
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An event to regularize and award
letters of permanent employment to
nearly 200 casual employees was
held on 19th December 2012. The
occasion was held to appreciate the
value of those who had dedicated their
services fo the Board for several years
for which the Minister for Livestock &
Rural Community Development, Hon.
Arumugan Thondaman, the Deputy
Minister, Hon. H. R. Mithrapala, the
Chairman and the Deputy Chairman
including a large gathering of
distinguished guests were present.

This was a most historic occasion. Many
of them had dedicated many years of
their life to work for the Board. They
would have contemplated that this was
a gift of God to build their children’s
future. It is for that reason that they
would have blessed those who were
instrumental in making this occasion a
reality.
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The NLDB product range has seen a sharp
increase as the consumer demand for NLDB
products too have increased. From dairy fo
pouliry and meat products, rice, coconut
oll, treacle and new dairy products like
UHT processed milk, cheese efc. with the
expansion and modification of sales outlets,
the new products foo will be available o
consumer under the ‘Delite’ brand. The long
ferm plan is fo complete with the other brands
in these categories and fo expand the range
beyond our own outlets and get shelf space
in wider spread supermarket chains and retail
shops Island wide.
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Human Resource Department
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Activities and Training Programmes of National Livestock

Development Board - Year 2012
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O1. Competency Examination

For the purpose of filling cardres of
the NLDB and offering permanent
appointments a competency

examination was held at the Maradana
Techincal College on 29th April 2012
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02. Training Session for Farm Managers
on alternative crops

The main crop in the NLDB farms is
limited to Coconut only. However
as minor crops, we have Rubber,
Pineapple, Etc. Therefore the aim of the
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training programme was to expose our
farm managers to the other alternative
crops in their farms. The services of Mr.

Sarath Chanda De Silva, Chairman,

International  Foodstuff ~ Company
(Pvt) Ltd was obtained to lecture the
managers as a resource person.
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03. Special Programmes conducted by
Human Resource Department
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Dengue eradication programme

At the request of Defense ministry a
special programme was conducted to
eradicate dengue menace. Employees
of all departments of the NLDB
participated in this programme.
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04. Other programmes conducted by
the Human Resources Department
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(0) 5-S Programme

A 5-S programme was organised in
parallel to the Dengue eradication
programme to sensitize the staff of
the 5-S principles. All the employees
of the head-office took part in this
programme and helped in cleaning up
of the unwanted stuff piled up in various
divisions.
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(b) Staff Training on Tamil Language

A Training programme was conducted
for the staff on the Tamil language.
In addition to the in-house training
outdoor  workshops  too  were
conducted. This training programme
has helped improve the Tamil language
knowledge of the staff.
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(c) Training for Sales Staff on the aspects
of Selling & Customer Care

Milk sales centre sales assistants
were the target group for this training.
The sales centre staff of the sales
outlets maintained by the farms
foo participated in this programme
which was conducted on two days.
Resource person was Mr Senarath
Jayasinghe, a well known trainer on
sales and marketing. At the end of the
programme certificates were awarded
fo the participants.
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(d) Training for drivers on vehicle
maintenance

A training programme was conducted
for all the drivers of the NLDB on
vehicle maintenance at the Mid-
country  Livestock  Development
Centre at Digana (MLDC). During this
training programme, vehicles allotted
to supervisory staff were inspected.
Resource persons obtained for this
training were 1. Mr. R. P Chandradasa
- Automobile Consultant, Mr. Sarath -
Traffic OIC, Theldeniya and Mr. Rupas
- Transport officer.
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(e) Training for staff on presentation

skills

A training programme on presentation
skills was conducted targeting all
managers and assistant managers of
the farms of the NLDB with the aim of
improving the skill of presenting the
data and activities of the managerial
staff of the farms. Resource Person was
M:r. Russell Kerkoven Director/CEO of
Learning Space.
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(f) Training for drivers on mechanical
repairs and maintenance

A training program was conducted for
two days for all the drivers of the NLDB on
mechanical repairs and maintenance of
vehicles at Plantation Human Development
Trust  (PHDT). Resource persons were
M. Sumanadasa and Mr. Hiran - Snr. Asst.
Manager (Transporf) - PHDT.
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AUDITOR GENERAL'S DEPARTMENT

The Chairman

National Livestock Development Board

Report of the Auditor General om fthe Finomciol Stotements of e Nodicaved|
Livestock Development Board for the year ended 31 December 2012 in terms of
Section 14(2) (c) of the Finance Act No. 38 of 1971

Annuol Repor’r BB O

The audit of Financial Statements of the National Livestock Development Board for
the year ended 31 December 2012 comprising the statement of financial position
as at 31 December 2012 and the income statement, statement of changes in equity
and cash flow statement for the year then ended and a summary of significant
accounting policies and other explanatory information was carried out under
my direction in pursuance of provisions in Article 154(1) of the Constitution of the
Democratic Socialist Republic of Sri Lanka read in conjunction with Section 13(1)
of the Finance Act, No. 38 of 1971 and Section 25 of the State Agricultural

Corporations Act, No. 11 of 1972. My comments and observations which |
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. A detailed report in
terms of Section 13(7) (a) of the Finance Act was furnished to the Chairman of the
Board on 03 September 2013.

1:2 Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair
presentation of these financial statements in accordance with Sri
Lanka Accounting Standards and for such internal control as the
management determines is necessary to enable the preparation
of financial statements that are free from material misstatements
whether due to fraud or error.

1:3 Auditor’s Responsibility
My responsibility is to express an opinion on these financial
statements based on my audit. | conducted my audit in accordance
with Sri Lanka Auditing Standards. Those Standards require that
| comply with ethical requirements and plan and perform the
audit to obtain reasonable assurance about whether the financial
statements are free from material misstatements.
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An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the financial statements. The
procedures selected depend on the auditor’s judgements. including
the assessment of the risks of material misstatements of the financial
statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the
Board’s preparation and fair presentaion of the financial statements
in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the Board’s internal control. An audit also
includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by
management, as well as evaluating the overall presentation of
financial statements. Sub-sections (3) and (4) of Section 13 of the
Finance Act, No. 38 of 1971 give discretionary powers to the Audior
General to determine the scope and extent of the audit.

| believe that the audit evidence | have obtained is sufficient and
appropriate to provide a basis for my qualified audit opinion.

1:4 Basis for Qualified Audit Opinion
My opinionis qualified based on the matters described in paragraph
2.2 of this report.

2. Financial Statements

In my opinion, except for the effects of the matters described in
paragraph 2:2 of this report, the financial statements give a true
and fair view of the financial position of the National Livestock
Development Board as at 31 December 2012 and its financial
performance and cash flows for the year then ended in accordance
with Sri Lanka Accounting Standards.

2:2 Comments on Financial Statements

2:2:1 Sri Lanka Accounting Standards

The following matters were observed.

(a) Even though 201 double cab motor vehicles/ jeeps, lorries,
motor cycles and tractors and 20 double cabs motor
vehicles granted by the Ministry of Agriculture used by the
Head Office and for purposes of farms, in good running
condition had been fully depreciated, action in terms of Sri
Lanka Accounting Standard No. 16 had not been taken to
revalue and account for them. This had not been disclosed
in the financial statements.

(b) Assets costing Rs.109,177,233 purchased during the years
2004 to 2007, fully depreciated but in continuous use had
not been revalued and brought to account.

2:2:2 Accounting Deficiencies

The following matters were observed.

(a) Even though the value of 498 cattle imported in the year
under review amounting to Rs.288,503,235 had been
brought to account, the value of 08 dead heads of cattle
the value of new born calves had not been adjusted.

(b) Thebookvalue of the closing stocks of the Milk Cattle Project
which included the cumulative stock shortages as at the
end of the year under review amounting to Rs.12,379,621
had been brought to account and as such the net profit for
the year had been overstated by that amount.

(c) The General Ledger in which 157 Debit Ledger Accounts
valued at Rs.135,752,768 and 70 Credit Ledger Accounts
valued at Rs.141,239,417 relating to the Milk Project are
maintained had not been submitted to audit.

2:2:3 Unreconciled Control Accounts

The following matters were observed.

(@) A difference of Rs.455,621 was observed between the
closing balances of the preceding year and the opening
balances of the year under review in relation to the

Annuol Repor’r BB O
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property,plant and equipment shown in Note No. 06 of as at the end of the year under review amounted to
the financial statements. Rs.88,475,763.

(b) The following differences were observed between the (¢) Even though the approval of the Board of Directors had
value of balance stocks shown in the Farm Accounts as been received for the write off as bad debts a sum of
at the end of the year under review and the related stock Rs.1,070,435 receivable from the year 2009 on account

verification reports. of the chicks supplied to the farmers of the Hambantota

area on the recommendation of the Ministry of Livestock

2012
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Particulars According to Farm According to Stock Difference and Rural Community Development, action thereon had
Accounts Verification Reports not been taken.
(Ynits v alue Ynits v Glue Units . Value (d) A debtors balance amounting to Rs.2,770,787 older than
Rs. Rs. Rs. 03 years relating to the Sales Stall of the Head Office had
Stock of Coconuts of 1,409,810 23,209,669 1,775,928 23,807,619 366,118 597,950 not been recovered.
10 Farms (Nuts)
Stock of C f (e) Debtors older than 05 years amounting to Rs.300,038 and
fock off-opra o debtors old between O1 years to 03 years amounting to
7 Farms (Kilogramme) 8,868 835,912 8,025 4,571,595 843 3,735,683 Rs.3,211.941 remained receivable fo the Head Office and
Stock of Livestock of 02 farms from the Mahaweli Livestock Institution. Even
11 Farms (Animals) 17497 47,349,599 16,125 36,983,449 1,372 10,366,150 though the recovery of those amounts remained uncertain
due to the severe financial crisis faced by that institution,
368,333 14,699,783 chics valued at Rs.5,752,594 had been supplied on credit
basis to that institution even in the year under review.
2:2:4 Unexplained Differences

(f) The trade debtors and the farm debtors older than 05 years

of 05 farms amounted to Rs.481,820 and Rs.583,714
respectively and the Board had failed to recover the

According to the statement of tax computation, the tax and the

economic service charge Payable for the year 2012 amounted to money.
Rs.19,007,523 and Rs.9,335,257 respectively whereas according .
to the income statement, those amounted to Rs.3,126,841 and (9) The Board had failed to recover the debtors balance

older than 05 years amounting to Rs.1,096,950 and the
debtor balances old between 03 to 05 years amounting to

Rs.3,026,675 recoverable from the brokers.

Rs.2,633,345 respectively. The reasons for the difference had not
been explained.

2:2:5 Accounts Receivable and Payable 2:2:6 Lack of Evidence for Audit

The following matters were observed. The evidence indicated against the following items of account had
not been furnished to audit.

(@) Action had not been taken for the recovery of a sum of

Particul Evid t mad ilabl
Rs.2,092,750 receivable to the Maize Project from the FATEAr gslue VIGENCE NOLIMATe AVArdDe
year 2009 from the Kantale Branch of the Bank of Ceylon '
and a sum of Rs.207,848 receivable from farmers on i An amount older than 05 years 26,746,567 (i) Confirmation of Balances

account of the sale of seed maize on credit basis. payable fo Ceylon Grain Company

(ii) Details of the Transactions

(b) Out of the loan of Rs.102,662,700 obtained from the
Farmers’ Trust Fund in the Year 2003, a sum of Rs.2,550,000 ii.  uded Assets of the Maize 98,188 Board of Survery Reports
only had been settled and the cumulative interest thereon Project
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ii.  Livestock Stocks of 15 Farms

iv.  Stock of Coconuts of 6 Farms 17,055,180

g v.  Stock of Copra of 7 Farms 901,792
vi.  Prepayments (Expenses on 1,584,470
z rounding up straying Cattle and Goats.)

108,584,823  Properly prepared Board of

Survery Reports
-do-
-do-

(i) Makeup of the Balance

(if) Number of Animals rounded up.

2:2:7 Non-compliance with Laws, Rules, Regulations and Management

Decisions

The following instances of non-compliances were observed.

Reference to Laws, Rules
Regulations and Management
Decisions

(a) Section 6 of the State Agricultural -
Corporations Act, No. 11 of 1972.

(b) Finance Act, No. 38 of 1971 -52,128,111
Sections 16( 2) (a) and (b)

(c) Financial Regulations of the
Democratic Socialist Republic of
Sri Lanka

Financial Regulation 371

Financial Regulation 1645

192

Value Non-compliance

Rs.

Even though the Board of Directors
should comprise 07 members there
were 08 Directors in the Board of
Directors.

The concurrence of the Minister of
Finance and the relevant Ministers
had not been obtained before
obtaining Bank Overdrafts.

By@#A8,hRgh advances obtained
should be settled immediately after
the completion of the purpose, the
advances granted in the year 2011
to the officers of the Board and other

institutions had been settled only in
the year 2013.

Log Books had not been maintained

for any of the motor vehicles of the
Board.

(d) Treasury Circular No.842 of 19
December 1978 - Paragraph 2.11
and 2.12 of the Third Schedule.

(e) Public Enterprises Circular No.
PFD /12 of 02 June 2003

Section 6.5.1

Section 8.3.8 1,521,801

() Procurement Guidelines No. 08 of
25 January 2006

Section 2.14 972,000

A Register of Fixed Assets had
not been maintained in terms of the
Circular.

The draft Annual Report had not
been presented with the financial
statements.

Donations had been made without
the approval of the Cabinet of
Ministers.

() The contract had not been
awarded to the lowest quotation
of Rs.72,000 submitted by
the janitorial service institution
registered in the year 2011 and
the janitorial services for the year
had been awarded at Rs.81,000
per month to an unregisterd
institution which had not submitted
quotations. A sum of Rs.972,000
had been paid in the year under
review to that company for that
service.

(i) The estimated value of the
construction  of  the new
restaurant, kitchen and the latrine
system of the Melsiripura Farm
amounted to Rs.10,612,035 and
that needed the approval of the
Minor Procurement Committee of
the Ministry. Instead of obtaining
such approval the construction
works had been split and the
construction work had been done
on the recommendation of the
Regional Procurement Committee.

Annuol ReporT BB O
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(9)

2:2:8

31
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Eventhough the approval of the Major

January 2007. 3,920,00 Procurement Committee should be

obtained for the procurement of
goods and services exceeding Rs.1
million, 02 procurements for carrying
out repairs to motor vehicles had
been executed under the approval
of the Minor Procurement Commttee

Transactions not supported by Adequate Authority

The following matters were observed.

(a) According to Sections 2.8.9 and 9.3.1(b) of the Procurement
Guidelines dated 25 January 2006, repairs to motor
vehicles costing more than Rs.200,000 should be done by
obtaining the approval of the Secretary to the Line Ministry.
Nevertheless such approval had not been obtained for
the repairs of the 02 motor vehicles costing Rs.3,920,000
carried out during the year under review. The approval
of the Technical Evaluation Committee had also not been
obtained in that connecting.

(b) Seven farms had incurred expenditure of Rs.21,689,357
exceeding the estimated sum of Rs.31,879,703 on sundry
activities without obtaining the approval of the Head

Office.

(c) Even though the Kottukachchiya Farm had estimated for
the sale of 18 buffaloes for meat, 70 buffaloes had been
sold for meat for a sum of Rs. 1,541,565. The reasons for
the wide variances in the estimated numbers had not been
examined by the management.

Financial Review

According to the financial statements presented, the operations
of the Board for the year under review had resulted in a surplus
of Rs.26,294,245 as compared with the corresponding surplus
of Rs.234,103,899 for the preceding year, thus indicating a
deterioration of Rs.207,809,654 in the financial results. The increase
of the cost of sales by a sum of Rs.244,946,408 had been the main
reason for the deterioration of the financial results.

41

4:72

Operating Review

The following observations were made.

(@) Out of the 31 Farms maintained by the Board, 16 Farms
had reported net losses amounting to Rs.141,229,672.

(b) Out of the total of 111 franchise sales stalls of the Board 18
Sales Stalls only had been in operation. Tne net loss of the

Franchise Sales Project for the year under review amounted
to Rs.2,624,826.

(c) Out of the 152 sales stalls constructed under the Liquid Milk
Project, the Profit and the loss of the 82 stalls in operation
had not been computed. New sales stalls had not been
opened in the year under review.

Instances of action not taken in accordance with the estimate
prepared and presented in the year under review were observed.

Rosetta Farm

A sum of Rs.858,761 had been spent on 03 Capital Objects not
included in the estimate. Even though provision of Rs.1,439,000 had
been made for 04 Capital Objects included in the estimate those
activities had not been executed. Even though provision amounting
to Rs.500,000 had been made for grass cultivation, it had not been
done.

Kottukachchiya Farm

Even though income amounting to Rs.6,152,840 had been estimated
from O3 animal projects and another project the actual income
amounted to Rs.1,729,746.

Parasangaswewa Farm

According to the estimates, income amounting Rs.4,673,000 had
been expected from implementing 04 activities in the year under

Annuol Repor’r BB O
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review. But, no income had been earned by implementing those
activities. Even though an income of Rs.8,001,150 had been targeted
from the sale of animals for rearing and for meat, and the sale of
milk and milk toffees, the actual income amounted to Rs.1,748,083.
The management had not examined the reasons for that.

4:3 Management Inefficiencies

(@) Anextent of 150 acres from the Ridiyagama Farm had been
taken over without authority by 98 persons for cultivation
purposes. The Board had failed up to date to evict them
from the farm.

(b) The dividend of Rs.10 million payable to the General
Treasury as notified by the letter dated 06 October 2009
of the Director General of Public Enterprises had not been
paid up to date.

(c) The interest free loan of Rs.50,000,000 obtained from the
General Treasury in the year 1992 had not been settled
even during the year under review.

4:4 Idle and Underutilized Assets

The following matters were observed.

(a) The balances in 03 Bank Accounts of the Maize Project not

in operation at present, dormant since June 2010 amounted
to Rs.885,470.

(b) The eletric fence constructed at a cost of Rs.3,517,579 in
the year 2011 for the Kantale Maize Project had become
an idle asset as the project is not in operation.

4:5 |dentified Losses

The following matters were observed.

(@) Nine hundred and forty four animals of different kinds of 14
farms valued at Rs.2,207,692 had died.

4:6

4:7

(b) Even though a van had been repaired in the year 2011
at a cost of Rs.582,240, it had been parked in a garage
without being used up to 11 July 2013, the date of audit.

(©) Income of Rs.75,000 had been lost due to allowing free

use of the weerawila Circuit Bungalow to external parties
for 05 days.

Transactions of Contentious Nature

The following matters were observed.

(@) The Head Office had paid a sum of Rs.200,000 to the
contractor for the two air-conditioners installed in the new
restaurant of the Melsiripura Farm and the Farm also had
paid a sum of Rs.195,690 in that connection to a supplier.

(b) Even though Department of Public Enterprises had granted
the approval for the purchase of 03 double cab motor
vehicles required for the transport of animal fodder and
calves, a used double cab motor vehicle of assessed
value of Rs.3,150,00 had been purchased on cash for
Rs.3,850,000 without approval. That motor vehicle had
not been used for the intended purpose since the date of
purchase.

(c) Gratuity provision of Rs.42,540 had been made in the
year under review in respect of an employees who had
left service in the year 2010. The age of two employees
of the Welikanda Farm had been stated as 108 years and
provision of Rs.68,066 had been made for their gratuity.

Deficiencies in Contract Administration
The following deficiencies were observed in connection with the
construction of the new restaurant and kitchen of the Melsiripura
Farm.
(a) The detailed specifications of the doors and windows
included in the aluminum works valued at Rs.2,870,962

Annuol Repor’r BB O

197

2012



4.8

5:1

198

of the construction of the new restaurant of the Melsiripura
Farm had not been shown. As such it was not possible to
examine whether those items of work had been done as
specified.

(b) According to the Final Payment Report, a sum fo
Rs.2,430,300 had been paid for fixing of two aluminum
doors and seven aluminum windows and for the aluminum
partitioning of a part of the interior of the restaurant by
installing 350 linear feet of aluminum. That had been
removed later on a decision of the management and as
such that expenditure had become fruitless.

() Asum of Rs.820,852 had been paid to the contractor who
constructed the restaurant for the construction of the kitchen
without obtaining the approval of the Board of Directors for
the estimate prepared with precise specifications.

Staff Administration

The following matters were observed.

(a) There were 275 vacancies in the staff as at 31 December
2012 and those vacancies existed over periods ranging
from 04 months to 30 months.

(b)  Five officers who had not fulfilled the qualifications required
for the posts as specified in the Scheme of Recruitment had
been recruited in the year under review.

Accountability and Good Governance

Even though a Corporate Plan for the years 2008 to 2012 had
been prepared for the achievement of the Vision and Mission of the
institution, it had not been timely reviewed and updated.

5:2

5:3
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Action Plan

According to the Action Plan for the year under review, the progress
of 19 activities of 13 Farms had been less than 50 per cent.

Procurement Plan

Even though a Procurement Plan for the year 2012 had been
prepared, the approval of the Board of Directors had not been
obtained for the plan and the constructions for the year 2012 had
not been included in that plan.

Budgetary Control

The variances between the budget data and actual data ranged
between 2 per cent and 134 per cent and as such the budget had
not been made use of as an effective instrument of management
control.

Tabling of Annual Reports

The Board had not tabled the Annual Reports for the years 2010
and 2011 in parliament.

Systems and controls

Deficiencies observed during the course of audit were brought to the
notice of the Board from time to time. Special attention is needed in
respect of the following areas of control.

(a) Fixed Assets Control

(b) Contract Administration

(c) Debtors and Creditors Control
(d) Payment of Advances

(e) Operating Management

(f) Financial Management

(g) Budgetary Control

W.PC Wickramarathne
Acting Auditor General
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Sri Lanka adopted  International
Financial Reporting Standards (IFRS)
with effect from January 01, 2012 when
the Institute of Chartered Accountants
of Sri Lanka issued Sri Lanka Financial
Reporting  Standards  (SLFRS/LKAS).
NLDB being a specified enterprise
for complying SLFRS/LKAS decided
to adopt the same with effect from
January 01, 2012. With the requirement
to provide three year comparative
information, NLDB has now effectively
adopted SLFRS/LKAS with effect from
January 01, 2011

This report explains the NLDB’s process
of transition meeting the requirements
of SLFRS 1 - First time adoption of
SLFRS. The most salient feature is that
the NLDB has all types of biological
assets including

livestock and plantations. Other Feature
is the employee benefits with actuarial
gains and losses.

At a Glance - Rs. ‘000 SLAS/GAAP Change SLFRS
01.01.2012 - Equity 288,902 34,160 1,023,062
Comp. Income 248,689 39,629 288,318
31.12.2012 - Equity 1,030,640 33,328 1,063,968
Comp. Income 25,781 (1,959) 23,822
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1. Introduction

The National Livestock Development
Board (NLDB) was established in 1973
under the State Agricultural Corporation

Act No 11 of 1972 and commenced
commercial operations in 1974.

It comes under the purview of the
Ministry of Livestock and  Rural
Community Development. Vision of the
NLDB is identified “to be the best self
sustaining organization in Sri Lanka to
produce quality breeding material,
livestock and Agricultureal products to
enhance the socio-economic standards
of our people”

NLDB has farms and property scattered
all over the island.

Its main activities include

* Breeding and multiplication of
livestock

* Issue of quality breeding materials to
the farmers at a reasonable price

* Maintain Coconut Plantations at
optimum level to generate maximum
profit

* Practise livestock/crop integrated
farming system wherever feasible

* Provide training and demonstration
facilities to farmers, school children,
officials involved in agriculture and
livestock small holders

« Establish and maintain sales outlets to
supply qualify farm products at
reasonable prices

* Produce value added products using
new materials produced in farms to
get a high profit margin

« Sale of fresh cow milk and popularize
consumption among the public.

1.1. Responsibility fo Present Financial
Statements

Section 13 (1) of the Finance Act No
38 of 1971 and Section 25 of the State
Agricultural Act No 11 of 1972 require
the Board of Directors of NLDB to
present Financial Statements annually.
Section 6 (1) Sri Lanka Accounting
and Auditing Standards Act No. 15 of
1995 requires the Board to prepare
Financial Statements in compliance
with the Sri Lanka Financial Reporting
Standards (SLFRS).SLFRS are issued
under section 5 of the same Act by the
Institute of Chartered Accountants of Sri
Lanka. Schedule to the same Act under
Section 5 includes “Public Corporation
engaged in the sale of goods or
provision of services” as a specified
business enterprises. Therefore, it has
become mandatory to NLDB to prepare
Financial Statements in accordance
with SLFRS with effect from January O],
2012.

The objectives of the reforming to IFRS
were to:

* Create a high-performance and liquid
financial market

« Facilitate the evaluation of companies
through greater financial transparency

Adopting IFRS globally was regarded
as essential to ensuring transparency
and  comparability of  financial
statements and thereby ensuring an
efficient capital market by providing
much more detailed information to
users, with emphasis on content and not
form. IFRS continues to gain momentum
worldwide. Since the EU began
requiring certain companies in 2005,
additional  countries have begun

to adopt the standards as well. For
example, Australia, New Zealand,
and Israel have already adopted
IFRS. Beginning in 2011, Canada and
Japan will also begin enforcement.
Additional countries continue to create
strategic plans for adoption of the IFRS
standards.

1.2. Objectives of This Report

This report outlines activities carried
out by NLDB in conversion of their
Financial Statements to SLFRS. First the
available SLFRS and LKAS are listed.
Then it discusses the applicability of
each SLFRS or LKAS. Standards which
are not applicable to NLDB are listed
separately. Next it examines the
changes to accounting policies and the
financial impact created by the same.

Then the first SLFRS Financial Statement
as at January O1, 2012 is presented.
The gap analysis between GAAP
and SLFRS as applicable to NLDB is
discussed in detail

The Financial Statements of NLDB
under SLFRS as at December 31, 2012 is
prepared by the management of NLDB
according to the matters highlighted or
discussed in this report.

1.3. SLFRS Conversion Process

Financial Statements of NLDB up to the
year ended December 31, 2012 have
been prepared under the Accounting
Standards in force at that time referred
to as Generally Accepted Accounting
Principles (SLAS/GAAP). Therefore, it is
amatter of conversion of those Financial
Statements prepared under GAAP to
SLFRS. SLFRS 1 - First Time Adoption
of SLRFS specifies the procedure,

methodology and requirements  for
such conversion which consist of the
following steps:

1.Preparation of NLDB’s Opening SLFRS
Financial Statement as at January O1,
2012 based on the Financial
Statements as at December 31, 2011.

2 Determine the SLFRS and other Sri
Lanka Accounting Standards (LKAS)
applicable to NLDB

3.Determine appropriate accounting
policies under new SLFRS.

4.1f an accounting policy is changed,
determine its impact for financial
periods.

5.Prepare Financial Statements of
NLDB as at December 31, 2012 under
SLFRS

6.Prepare a report reconciling amounts
or balances reported under previous
GAAP with amounts or balances
reported under new SLFRS.

1.4. Application of SLFRS in the future

NLDB will continue to prepare and
present financial statements in future
applying SLFRS/LKAS. There is no need
to assess the impact of transactions
under previous SLAS or GAAP

Worldwide trend is to prepare accounts
using fair values, even though there is
no consensus on the measurement of
fair values of many items.

NLDB will have to train the accounting
staff on application of SLFRS/LKAS. It is
very likely that amendments to SLFRS/
LKAS be introduced depending on the
requirements of the local enterprises

2012
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which were not known at the time
of adopting International  Financial

Reporting Standards (IFRS). IFRSs are
changed from time to time.

NLDB will also have to improve the
techniques for measuring fair values of
biological assets, namely livestock and
plantations.

For actuarial valuation of gratuity and
related payments, NLDB may continue
to use the formula method. But it is very
appropriate if the NLDB could consider
policy of obtaining the services of a
qualified actuary from time to time.

2. Significant Features of SLFRS Conversion

2.1. Biological Assets
WHAT ARE BIOLOGICAL ASSETS?

Biological assets are defined under
LKAS 41 as living animals or plants.
In an agricultural  environment,
biological assets are produced, sold or
transformed into additional biological
assets from controlled processes that
manage their growth and maturation.
In sharp contrast to conventional fixed
assets like real estate and machinery,
biological assets constantly change
through time as dictated by their
own growth cycle that includes
growth, degeneration, production
and procreation. These changes can
be varied and difficult to trace as the
actual growth cycle of the biological
assets may be affected by factors such
as weather, natural effect of growth,
liveability, disease, management of the
assets, environmental conditions, etc.

HOW ARE BIOLOGICAL ASSETS
VALUED?

Under LKAS 41, it is presumed that
the fair value for most biological
assets can be determined reliably
in normal circumstances. For certain
types of biological assets (i.e. animals
and fishes), market exists for similar,
though not identical, biological assets
and prices in these markets can often
provide a basis for determining the
fair values of these biological assets.
In the absence of market prices, other
accepted valuation methodologies exist
for estimating fair values of biological
assets such as sector benchmarks and
net present value of expected cash
flows. There are instances in which fair
value cannot be determined reliably. In
such cases, HKAS 41 suggests historical
cost should continue to be employed.

MARKET APPROACH

If an active market exists for a
biological asset, the most reliable
measure of the value of the biological
asset is the market price as determined
in the location in which the asset is
infended to be sold or used. Given
there are different species and varieties
of a biological asset, it is important to
identify the species and varieties of the
subject biological asset. The market
price can vary between different
varieties under same species of asset.
Valuations for the same biological
asset or agricultural produce will vary
between different market locations
due to disparate market environments
and conditions, which may result from
regulatory, transportation, or seasonal
differences.

Besides projecting prices for the
biological asset, the valuer also has
to determine its quantity as of the
valuation date. It is important that
the owner of the biological asset has
proper records of the subject asset and
reasonable control and maintenance
procedures in place. Inspections,
verification procedures and various
sampling analyses are then carried out
to ensure the integrity and reliability of
those records before the data is used
to form the basis for the quantity of the
biological assets.

INCOME APPROACH

In the absence of an existing market for
the biological asset, income approach
may be an alternative approach
in valuing the biological asset. By
adopting the income approach in
valuing a biological asset, value
depends on the present worth of
future economic benefits to be derived
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from the subject biological asset.
This approach warrants a thorough
understanding of their special physical
and biological attributes in order to
arrive at a credible and reasonable
result. Since these attributes and
external factors are likely to have a
major bearing on the expected future
economic benefit, assistance and
advice from expert consultants on the
biological attributes of the asset under
review can serve as valuable input
when performing the valuation. As an
example, below depicts one of the
valuation methodologies, referred to as
business residual method, to derive the
market value of the biological assets.

Under the method, one determines the
market value of the operation derived
from the biological assets. The value
of the land, equipment & machinery,
other assets and identifiable intangible
assets (such as brand names) are then
deducted from the market value of the
operation. The resulting residual value
can then be allocated as the market
value of the biological assets.

CONCLUSION

While new accounting standards have
been introduced to ensure adequate
reflection of fair value of a company’s
biological and other intangible assets,
we all must be mindful of the unique
issues and challenges in valuing these
assets.  Experience, expertise and
independence are key ingredients
needed to ensure reliable results and
credible opinions of value.

2.2. Fair Value Measurement of
Biological Assets

Fair value of NLDB'’s biological assets
are measured on the following crieteria.

(1) Animals other than poultry
Eg. Cattle, Buffaloes etc.

The cattle for breeding is valued at a
standard board circular rates based on
the following factors.

1. Live weight

2. Lactation No.
3. Milk Production
4. Pregnancy

5. Genetic value

Other Animals

Sheep, Goats, Pigs and Rabbits are
valued at standards rates based on
the Live Weight, Genetic Value and
Pregnancy.

Al culled animals are valued at
standard rates based on weights.

(i) Breeder and Commercial Layer
Poultry

(a)LayingBatches(aftercommencement
of the laying)

Breeder and commercial layer batches
which have commenced the laying are
valued at cost incurred up to the laying
point less cost of amortization for the
period.

(b) The Breeder and Commercial
layer growing batches (before
commencement of laying)

These batches are valued at actual cost
incurred up to date.

(iii) Breeder eggs (Hatching eggs)

Breeder eggs are valued at cost using
the following formula.

The total cost divided by number of
hatchable eggs produced during the
month of December.

The total cost in this connection refers
to the cost of feed, direct wages
and production overheads including
depreciation charges.

(iv) Commercial Layer Eggs

Commercial layer eggs are valued at
since realized price, at the NLDB farm
shop.

(v) Broiler and Layer Immature Stocks -
At Cost

(vi) Broiler in Cold Room - At since
realized price

(vii) Coconut and Agriculture products -
At since realized price

(viii) Charcoal - At 50% of the since
realized price

(ix) Other Stock
All other stocks are valued at the
lower cost or net realizable value
whichever is less.

2.3. Change of Accounting Policy -
Depreciation

NLDB’s  accounting  policy  for
depreciation under GAAP approach
was not to make any depreciation
provision during the year of acquisition

and Make full years’ depreciation in
the year of disposal.

This  policy is incompatible with
the SLFRS/LKAS. Therefore, NLDB
decided to change the accounting
policy for depreciation to commence
depreciation from the date on which
the asset is used.

This resulted ininadequate depreciation
provision for the past years. Such
amounts  were  re-instated  with
retrospective effect. Additional amounts
of

depreciation  so  provided  for
depreciation are as follows:

Year Amount (Rs.)
2012 4,815,551.31
2011 4173,381.13

2010 and earlier 5,469155.22
2.4. Employee Benefits - Actuarial
Valuation

Employee benefits

a) Defined contribution plans-
Provident/Trust fund

A defined contribution plan is a post-
employment plan under which an entity
pays fixed contributions into a separate
entity and will have no further legal or
constructive obligation to pay further
amounts. Obligations for contributions
to Provident and Trust Funds covering
all employees are recognized as an
expense in the income statement when
incurred.

The NLDB contributes 15% and 3%
of gross emoluments to employees
as Provident Fund and Trust Fund
contribution respectively.
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b) Defined benefit plans

A defined benefit plan is a post-
employment benefit plan other than a
defined contribution plan. The defined
benefit is calculated using a gratuity
formula method as allowed by Sri
Lanka Accounting Standard LKAS 16 -
Employee Benefits.

Provision has been made for retirement
gratuities from the first year of service for
all employees, in conformity with LKAS
16 on employee benefits. However,
under the payment of Gratuity Act No.
12 of 1983, the liability to an employee
arises only on completion of 5 years
of continued service. The liability is
not externally funded nor actuarially
valued.

Gratuity calculation for NLDB was

National Livestock Development Board
Gratuity Calculation Summary - 2011

carried out using formula method in
excel worksheets. Ten worksheets
were used with the following key
assumptions.

Continuity : NLDB is a going
concern
Rate of Interest :11.5%

Rate of Salary Increase : 5.5%
Retirement Age : 55 years
Staff Turnover Rate :1.0%

Gratuity calculations were separately
carried out for the years 2011 and 2012.
First actuarial valuation resulted in an
actuarial gain of Rs. 54 million After
setting off years’ gratuity payments.
The reason for such a gain is the result
of discounting. In the year 2012 a
corresponding actuarial loss occurred
(Rs. 2 million ). In the future, there will
continue to be such actuarial losses
until such gain disappears.

National Livestock Development Board
Gratuity Calculation Summary - 2012 11.500%

Opaning

Wil g Proicizn Chargetorthe year Interad Gain fkez Prowiicn
o W 737 546 .00 SE7SI0B7 1.7V 67730 BO6504 77 12,1M5.31.33
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Worksheet Opening Charge for Interest Gain / loss Provision
Number Provision the year
01 12,315,329.33 73752722 1,416,262.87 (208,26713) 13,560,832.22
02 0466,223.02 694,381.54 1,088,615.65 (630,405.37) 10,618,794.76
03 10,631,104.51  787,390.05 1,222,577.02 (796,935.73) 11,844 115.77
04 11,305,101.00 809,356.49 1,300,086.61 (815,764.41)  12,598,758.51
05 11,708,047.92 809,582.65 1,346,425.51 (2,156,006.10)  11,708,029.92
06 7,348, 82113 678,608.88 845,114.43 (845,114.43) 8,250,023.73
07 10,448,093.57  775,43728 1,201,530.76 (747,783.67)  11,677,256.75
08 10,963,067.66  769532.91 1,260,856.28 (772,676.49) 12,221,660.29
09 15,861,706.91 924 566.30 1,824,096.29 (1,274,850.99) 17,335,495.10
10 22,180,977.36 1179813.20 2,550,812.40 (1,894,365.12)  24,017,208.85
1 401,840.34 109,404.90 46,211.64 (28,174.92) 529,276.38
122,631,212.74 8,275,601.41 14,102,589.46 (10,647,730.57) 134,361,452.27
2.5. Reconciliation under SLFRS 1.
(a) Total Comprehensive Income
ITEM 2012 201 2010
Net Profit under SLAS/GAAP = 25,781,914 248,688,654 176,463,447
Tax Adjustment (1,126,841)
Gratuity Over Provision 20,557,312 8,732,272
Interest on Opening Balance (14,102,589) (19,143,646)
Actuarial Gain (Loss) (2,472,126) 54,214,667
Depreciation (4,815,551) (4,173,381) (5,469,155)
Net Profit under SLFRS 23,822,118 288,318,566 170,994,292
(b) Equity
ITEM 2012 2011 2010
Equity under SLAS/GAAP | 1,030,639,905 988,902,078 726,733,677
Gratuity Over Provision 29,289,585 8,732,272
Interest on Opening Balance (33,246,236) (] 9’143,()47)
Actuarial Gain (Loss) 51,742,541 54,214,668
Depreciation (14,458,087) (9,642,536) (5,469,155)
Equity under SLFRS 1,063,967,707. 1,023,062,835 721,264,522
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income goes increasing or decreasing
2.6. Graphical View of Gap Analysis  as a result of changes made to SLFRS

transition. Prodit £ Loss
Graphs displayed on the next pages

show the impact of change of Nexttwo graphs depict the change of
Comprehensive income as at the end of  composition of the Financial and Profit
2012 and 2011. On the left most column  and loss before and after change to
the SLAS/GAAP amount is shown in SLFRS.

bard. Adjoining columns show how the
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3. NLDB First Set of SLFRS Fnancial Statements

3.1. Accounting Policies

3.2. Statement of Comprehensive
Income

3.3. Statement of Financial Position

3.4. Statement of Changes in Equity

3.5. Cash Flow Statement

3.6. Notes to Financial Statements
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SIGNIFICANT ACCOUNTING
POLICIES

1. SIGNIFICANT ACCOUNTING
POLICIES

1.1 GENERAL POLICIES
1.1.1 Reporting entity

National Livestock Development Board
was established in 1973 under the
State  Agricultural  Corporation  Act.
No.1l of 1972 and field operations
were commenced in 1974. The NLDB
is presently managing 30 livestock and
crop integrated farms with a training
centre. The registered office of the
Board is located at No.40, Nawala
Road, Narahenpita, Colombo 5.

1.1.2 Subsidiary and Sub-Subsidiaries

The Board has acquired 51% of
the issued share capital of the Sri
Lanka Libya Agricultural & Livestock
Development Company Lid.  It’s
registered office located at No.46/56,
Nowam Mawatha, Colombo 2.
Principal activities of the Sri Lanka
Libya is Agriculture, Livestock. Being a
parent company, 04 Nos. of Directors
have been appointed to the Board of
the subsidiary company. The cabinet
has decided to acquire Sri Lanka Libya
Agricultural & Livestock Development
Company Ltd.

1.1.3 Date of Authorization for Issue

The  Financial statements  were

authorized for issue by the Board on
April 2013

1.1.4 Principal activities and nature of
operations

The core activities of the Board is the
maintenance of Livestock Breeding
Farms with Livestock/Crop integrated
farming systems with the objective of
contributing to Livestock Development
activities in the Country.

1.1.5 Basis of Preparation
(a) Statement of Compliance

The financial statements comprise
the statement of financial position,
statement of comprehensive income,
statement of changes in equity, cash
flow statement and notes to the financial
statements. These statements have
been prepared in accordance with the
Sri Lanka Accounting Standards (SLFRSs
and LKASs) issued by the Institute of
chartered Accountants of Sri Lanka.

These financial statements for the year
ended 31 December 2012 are the first
set of the financial statements that the
NLDB has prepared in accordance with
the Sri Lanka Accounting Standards
(SLFRSs  and  LKASs) immediately
effective from January O1, 2012. The
effect of transition to SLFRS/LKAS on
previously reported financial position,
performance and cash flow is given in
the notes to the Financial Statements.

(b) Basis of measurement

The financial statements have been
prepared on historical cost basis except
where appropriate disclosures are
made with regard to fair value under
relevant notes.

(c) Comparative Information
Comparative  information including

quantitative, narrative and descriptive
information is disclosed in respect of
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the previous period for all amounts
reported in the financial statements in
order to enhance the understanding of
the financial statements of the current
period and to improve the inter-period
comparability.

The accounting policies set out below
have been applied consistently to all
periods presented in these financial
statements and in reporting the opening
SLFRS statement of Financial Position as
at January O1, 2011 for the purpose of
transition to SLFRSs, unless otherwise
indicated.

When the presentation or classification
of items in the financial statements have
been amended, comparative amounts
have also been reclassified to conform
with the current in order to provide a
better presentation.

However, with the recommendations
of the Auditor General, the over head
cost incurred in respect of Assistant
General Managers in the regions and
the Veterinary Surgeons that had been
shown as Head Office expenditure in
previous years are apportioned to all
farms of the NLDB on the basis of service
rendered (i.e. equally) for the year
under review. The comparative figures
have been adjusted accordingly.

(d) Financial and presentation currency

These financial statements prepared in
Sri Lanka Rupees which is the functional
and presentation currency of the NLDB.

All financial information presented in
Sri Lankan Rupees has been rounded
to the nearest rupee, unless stated
otherwise.

(e) Use of Estimates and Judgments

These preparation and presentation of
financial statements in conformity with
SLFRS/LKAS  requires management
to make judgments, estimates and
assumptions that affect the application
of accounting policies and reported
amounts of assets, liabilities, income
and estimates. Actual results may differ
from these estimates and judgments
used.

Estimates and underlying assumptions
are reviewed on an on-going basis.
Revisions to accounting estimate is
revised if the revision affects only that
period or in the period of the revision
and future periods, if the revision affects
both current and future periods.

Information about significant areas
of estimates, uncertainty and critical
judgments in applying accounting
policies that have the most significant
effect on the amounts recognized in the
financial statements as included in the
notes to the financial statements.

1.2 ASSETS AND BASIS OF THEIR
VALUATION

1.2.1 Biological Assets

Biological assets are measured at
each reporting date at fair value less
estimated point of sale costs. Any gains
arising from subsequent changes in
fair value less estimated point-of-sale
costs are recognized in the profit or loss
for the period in which they arise.

The fair value of standing trees in
plantations is estimated as the present
value of expected future cash flows
discounted using an appropriate
discount rate.

Forests are bearer biological assets that
are used for agricultural purposes other
than for commercial benefit. These are
not properly managed and therefore
not values separately,

NLDB’s biological assets are stated at a
valuation. This is based and a method
and formulae developed by NLDB
with the assistant of the experts in the
field of biology which is expected to
result in the near-market fair value for
biological assets

(a) Coconut Projects

The expenses incurred for new planting
and under planting on the coconut
projects were capitalized considering
the time lag of seven years between the
planting and commercial harvesting.
The write off is carried out over 35
years after the commercial harvesting
is commenced.

(b) Pasture Development

Pasture development expenses were
capitalized considering the time lag
of five months between the time of
planting and harvesting. It is being
amortized over period of four years.

(c) Mature Plantations

Cost of establishing plantations and
expenditure incurred up to the maturity
stage being capitalized from the
current financial period less cost of
amortization for the period.

1.2.2 Property, Plant & Equipment

(a) Recognition and Measurement

ltems of property, plant and equipment
are stated at cost or at their fair value

less accumulated  depreciation  or
impairment losses.

All items of property, plant and
equipment are initially recorded at
cost less accumulated depreciation
or impairment losses.  Significant
components of an asset are identified
and depreciated separately. When
significant parts of property, plant and
equipment are required to be replaced
at infervals, the entity derecognizes
the replaced part, and recognizes the
new part with its own useful life and
depreciation. All other repair and
maintenance costs are recognized in
the income statement as incurred.

(b) Cost

Cost of Property, plant and equipment
comprises its purchase price and any
directly attributable cost of bringing the
asset to working condition for intended
use.

Subsequent expenditure incurred for
the purpose of acquiring, extending
or improving assets of a permanent
nature in order to carry on or increase
the earning capacity of the assets have
been treated as capital expenditure.

Expenditure incurred to replace a
component of an item of property, plant
and equipment that is accounted for
separately, including major inspection
and overhaul expenditure is capitalized
only if it is probable that the future
economic benefits embodied within the
part will flow to the NLDB and its cost
can be measured reliably.

(c) Restoration Costs

Expenditure incurred on repairs or
maintenance of property, plant and
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equipment (mainly in  agricultural
sector) in order to restore or maintain
the future economic benefits expected
from originally assessed standard
of performance, is recognized as an
expense when incurred.

(d) Depreciation

Depreciation is charged to the
statement of comprehensive income
on the straight line method on the cost
of all property , plant and equipment
other than freehold land, in order to
write-off cost of such assets over the
following estimated useful lives.

Depreciation of an asset begins when
it is available for use and ceases at
the earlier of the date that the asset
is classified as held for sale and the
date that the asset is derecognized.
This is a change in accounting policy
effective during the year under review
and its impact has been adjusted
retrospectively shown together with the
reconciliations for transition to SLFRS.

An item of property, plant and
equipment is derecognized upon
disposal or when no future economic
benefits are expected from its use. Any
gain or loss on derecognition of the
assets is included in the statement of
comprehensive income in the year the
asset is derecognized.

The principal annual rates used are :-

Category Rate of

of Assets Depreciation
Buildings 5%
Plant & Machinery 10%
Road & Transport 20%
Furniture & Fittings 10%

Office Equipment 20%
Structures including

livestock sheds 20%
Estate Equipments 25%
Livestock Sheds 20%

1.2.3 Inventory

Inventories are stated at the lower
of cost and net realizable value. Net
realizable value is the estimated selling
price in the ordinary course business
less estimated costs of completion and
selling expenses. The cost of inventories
is based on weighted average cost. The
cost includes expenditure in acquiring
the inventories and bringing them to
the existing location and condition
less impairment of obsolete and slow
moving items.

Agricultural produce is stated at lower
of cost or net realizable value.

Livestock trading is stated at fair value.

1.2.4 Impairment of Assets

The carrying amounts of the assets
are reviewed at each reporting date
to determine whether there is any
indication of impairment. If any such
indication exists, then the asset’s
recoverable amount is estimated. An
impairment loss is recognized if the
carrying amount of an asset or cash
generating unit exceeds its recoverable
amount. An impairment loss s
reversed if there has been a change
in the estimates used to determine the
recoverable amount.

1.2.5 Financial Assets

Financial assets within the scope of
LKAS 39 are classified 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
edge as appropriate.

NLDB determines the classification of
its financial assets at initial recognition.

All financial assets are recognized
initially at fair value plus, in the case
of assets not at fair value through profit
or loss, directly attributable transaction
costs.

The NLDB initially recognizes loans
and receivables and deposits on the
date that they are originated. All
other financial assets (including assets
designated at fair value through profit
or loss) are recognized initially on the
trade date at which the NLDB becomes
a party to the contractual provisions of
the instrument.

NLDB derecognizes a financial asset
when the contractual rights to cash flows
from the assets expires, or it transfers
the right to receive the contractual
cash flows on the financial asset in
a transition in which substantially all
the risks and rewards of ownership of
the financial asset is transferred. Any
Interest in the transferred financial asset
that is created or retained by NLDB
is recognized as a separate asset or
liability.

Financial assets and liabilities are offset
and the net amount is presented in the
statement of financial position when
and onlywhen, NLDB has a legal right

to offset the amounts the amounts and
intends either to settle on a net basis
or to realize the asset and setile the
liability simultaneously.

The Financial assets of NLDB include
cash and short-term investments and
trade and other receivables.

(a) Loans and receivables

Loans and receivables are non-
derivative financial assets with fixed
or determinable payments that are not
quoted in an active market. After initial
measurement, such financial assets are
subsequently measured at amortised
cost using effective interest rate (EIR)
method less impairment. Amortised cost
is calculated by taking into account any
discount or premium on acquisition and
fees or costs that are an integral part
of ERR. The EIR amortization is included
in finance income in the statement of
comprehensive income. The losses
arising from impairment are recognized
in the statement of comprehensive
income in finance costs.

Loans and receivables comprise trade
receivables, employee loans, deposits,
advances, other receivables and cash
and cash equivalents.

However, NLDB continues to record and
present employee loans at contracted
amounts, until a consensus is agreed
with all stakeholders at public sector
for accounting such items at fair value.

(b) Held to Maturity Investments (HTM)

Non-derivative financial assets with
fixed or determinable payments and
fixed maturities are classified as held-
to- maturity when the NLDB has the
positiveintentionand ability tohold them
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to maturity. After initial measurement,
held to maturity investments are
measured at amortised cost using
effective interest rate (EIR) method
less impairment. The EIR amortization
is included in finance income in the
statement of comprehensive income.
The losses arising from impairment
are recognized in the statement of
comprehensive in financial costs.

Investments in government securities
and in fixed deposits have been
classified under HTM investments.

1.2.4.1 Impairment of Financial Assets

NLDB assesses at each reporting date
whether there is any objective evidence
that a financial asset or a group of
financial assets is impaired and if such
impairment has occurred, that amount
of impairment is calculated by taking
the difference between the asset’s
carrying amount and the present value
of estimated future cash flows.

1.2.6 Cash and Cash equivalents

Cash and cash equivalents comprise
cash in hand and deposits at bank.

Bank overdraft, if any, is included
as a component of cash and cash
equivalents for the purpose of cash
flows, which has been prepared using
the indirect method.

1.3 LIABILITIES AND PROVISIONS

Liabilities classified as current liabilities
on the statement of financial position
are those which fall due for payment
on demand or within one year from the
reporting date. Non-current liabilities
are those balances that fall due for

payment after one year from reporting
date.

Al known liabilities have been
accounted for in preparing these
financial statements. Provisions and
liabilities are recognized when the
NLDB has a legal or constructive
obligation as a result of a past event
and it is probable that an outflow of
economic benefits will be required to
settle the obligation.

1.3.1 Grants

1.3.1.1 Accounting for Grants

Grants that compensate the NLDB
for expenses incurred are recognized
as revenue in the statement of
comprehensive income in the same
period in which the expenses are
recognized. Grants that compensate
the NLDB for the cost of an asset
are recognized in the statement of
comprehensive income on a systematic
basis over the useful life of the related
asset.

1.3.2 Employee Benefits

(a) Provision for retiring gratuity

NLDB has adopted the benefit plan
as required under the Payment of
Gratuity Act No. 12 of 1983 for dll
eligible employees. The benefit plan
is unfunded. Provision for gratuity is
computed by NLDB taking into account
the guidance of Sri Lanka Accounting
Standard LKAS 19 Employee Benefits.

Defined benefit plans estimate the
amount of benefit that an employee
will receive on retirement, usually
dependent on one or more factors

such as age, years of service and
compensation.

Liability recognized in the statement
of financial position in respect of
defined benefit plans is the present
value of the defined benefit obligation
at the reporting date together with
adjustments  for unrecognized past
service cost. The defined benefit
obligation is calculated annually by
NLDB using the projected unit credit
method prescribed in LKAS 19. The
present value of the defined benefit
obligation is determined by discounting
the estimated future cash flows using
the interest rates of government bonds
that are denominated in the currency in
which the benefits will be paid and that
have terms to maturity approximating
to the terms of related gratuity liability.

Gains and losses arising from
experience adjustments and changes
in actuarial assumptions are charged
or credited to other comprehensive
income. Past service costs are
recognizedimmediatelyinthe statement
of comprehensive income unless the
changes to the plan are conditional on
the employee remaining in service for
a specific period of time (the vesting
period). In this case past service costs
are amortised on the straight line basis
over the vesting period.

All computations have been carried
out on the formula method prescribed
in LKAS 19 using the following key
assumptions :

Continuity  :NLDBis a going concern
Rate of Interest :11.5%
Rate of Salary Increase :5.5%
Retirement Age : 55 years
Staff Turnover Rate :1.0%

(b) Defined contribution plans

A defined contribution plan is a post-
employment plan under which an
entity pays fixed contribution into
a separate entity and will have no
legal or constructive obligation to
pay a further amount. Obligations for
contributions to defined contribution
plans are recognized as an expense in
the statement of comprehensive income
as and when they are due.

(c) Employees’ Provident Fund

NLDB and employees contribute 15%
and 10% respectively on the salary
of such employee to the Employee
Provident Fund.

(d) Employees’ Trust Fund

NLDB contributes 3% on the salary of

each employee to the Employee’s Trust
Fund.

1.3.3 Trade and Other Payables

Trade and other payables are stated at
cost.

1.3.4 Taxation

Provision for taxation has been made
on the basis of profit for the year as
adjusted for taxation purposes in

accordance with the Inland Revenue
Act No 10 of 2006.

ESC is payable on the liable income.
NLDB has paid all ESC liabilities. ESC
is set off against income tax liability.

NLDB is liable value added tax (VAT)
and complied the provision of VAT
act. VAT payable and/or recoverable
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amounts are reflected in the Statement
of Financial Position

1.3.5 Deferred Taxation

As at the date of the balance sheet
there is no differed tax liability as due
to accumulated tax losses .

NLDB does not recognize deferred tax
assets.

1.3.6 Foreign Currency Transaction

All foreign exchange transactions are
converted to Sri Lanka Rupees, which
is the reporting currency, at the rates
of exchange prevailing at the time the
transactions were affected.

1.3.7 Capital Commitments and
Contingent Liabilities

Contingent liabilities are possible
obligations whose existence will be
confirmed only by uncertain future
events or present obligations where
the transfer of economic benefits is
not probable or cannot be reliably
measured. Capital commitments and
contingent liabilities of the NLDB are
disclosed in the respective notes to the
financial statements.

1.4 STATEMENT OF
COMPREHENSIVE INCOME

1.4.1 Revenue Recognition

Revenue is recognized to the extent
that it is probable that the economic
benefits will flow to NLDB and that it
can be measured reliably. Revenue
is measured at the fair value of the
consideration received or receivable

net of trade discounts and sales taxes.
The following specific criteria is used for
the purpose of recognition of revenue.

(a) Sale of Goods

Revenue from sale of goods is
recognized when the significant risks
and rewards of ownership of the
goods have passed to buyer, with
the Board retaining neither continuing
managerial involvement to the degree
usually associated with ownership, nor
effective control over the goods sold.

(b) Interest Income

Interest income is recognized on a
time proportion basis that takes into
accounts effective yield on the assets.

(¢) Rental Income

Rental income is recognized on accrual
basis.

(e) Other Income

Other income is recognized on accrual
basis.

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

(f) Government Grants

Government grants  related  to

development activities which can be
treated in the nature of revenue and
differed revenue are accounted under
the income approach, due to the

fact that NLDB is compelled to issue
livestock and breeding materials to
the local farmers at the concessionary
rates as main objective of the Board.

1.4.2 Expenditure

Expenses are recognized in the income
statement on the basis of a direct
association between the cost incurred
and the earning of specific items of
income. All expenditure incurred
in the running of the business and in
maintaining the property, plant and
equipment in a state of efficiency has
been charged to income in arriving at
the profit for the year.

For the purpose of presentation of
Income Statement the directors of the
opinion that the function of expenses
method presents fairly the elements of
the Board’s performance , and hence
such presentation method is adopted.

1.5 CASH FLOW STATEMENT

Cash Flow statement have been
prepared in accordance with LKAS 7.

Interest paid is classified as operating
cash flow and interest received is
classified as investing cash flow.

1.6 EVENTS AFTER THE REPORTING
DATE

The materiality of events occurring after
the reporting date are considered and
appropriate  adjustments  wherever
necessary are made in the accounts.

No circumstances have arisen since the
reporting date which require material
adjustments or disclosure in the
financial statements.

1.7 FIRST TIME ADOPTION OF SLFRS

These financial statements are the first
set of financial statements that the
NLDB has prepared in accordance with
the Sri Lanka Accounting Standards
(SLFRS/LKAS) for the year ended 31
December 2012. For periods up to and
including the year ended 31 December
2011, the NLDB prepared its financial
statements in accordance with  Sri
Lanka Accounting Standards (SLAS)
prevailing in force for that time.

Accordingly, the NLDB has prepared
financial statements which comply with
SLFRS applicable for periods ending on
or after 31 December 2012, together
with the comparative data as at and
for the year ended 31 December 2011
as described in the accounting policies.
In preparing these financial statements,
the NLDB’s opening statement of
financial position was prepared as at
O1 January 2011, the NLDB'’s date of
transition to SLFRS. This note explains
the principal adjustments made by the
NLDB in restating its SLAS’s statement
of Financial Position as at O1 January
2011 and its previously published SLASs
Financial Statements as at and for the
year ended 31 December 2011.

1.7.1 Exemptions Applied

SLFRS 1 First Time Adoption of Sri Lanka
Financial Reporting Standards  and
Statement of Recommended Practices
allows first time adopters certain
exemptions from the retrospective
application of certain SLFRS.

1.7.2 NLDB has applied the following
exemptions

1.7.2.1 Fair Valve: or Revaluwatiom as

Deemed Cost
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Freehold property, plant and equipment
are carried in the statement of financial
position prepared in accordance with

1.8 EXPLANATIONS TO THE
TRANSITION OF SLFRS

COMPREHENSIVE INCOME STATEMENT FOR THE YEAR ENDED
31 DECEMBER 2012

Annuol Repor’r BB O
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the SLAS, using the cost modal. The To comply with the SLFRS 1, the 22:2 2|?s" 2(310
NLDB has not elected to use the fair NLDB  provides explanations  to Revenue
g value as deemed cost. transition to SLFRS from SLAS. The Sales Revenue Annexure 1 | 1,255,973,446.46 | 1,231,958,718.12
explanation includes a background 1,099,722,296.69
z 1.7.2.2 Sigpiificant Accounting and quantification of the change. This Sales Revenue

Judgment, Estimates and Assumptions  also includes reconciliations of the costs fo sell of dairy livestock 36,548,254.94

NLDB’s funds and reserves as at the Total Revenue 1,292,521,701.40 1,231,958,718  1,099,722,297
Standards issued but not effective date of transition O1 January 2011 and
up to the date of issuance of the at the end of the latest comparative Cost of Sales (1,112,230,862.91) (867,284,455) (803,287,381)
NLDB’s Financial Statements were not  reporting period 31 December 2011.
adopted to these Financial Statements.  Reconciliation for total comprehensive Gross Profit 180,290,838.49 364,674,263 206,434.915
NLDB reasonably expects that these income includes only the latest Miscellaneous Income Annexure 2| 24,613906.64 30,472,886.36  22,754,692.78
standards and interpretations could comprehensive income includes the 204.904,74513 395147149 319,189,608
have animpact on disclosures, financial  latest  comparative  financial  year Government Grants Annexure 3 17606,406.98 1187,500.00 5.125.000.00
position or performance when applied ended 31 December 2011.
at a future date. The NLDB intends Less : Expenditure
to adopt these standards when they 1.8.1 Reconciliation of Equity
become effective. Distribution Cost Amexure 4 | (3,838,748.72) (4,382,003) (3,574,785)

ITEM 2012 201 2010

Equity under SLAS/GAAP | 1,030,639,905 988,902,078 726,733,677 Administrative Expenses Annexure 5| (152,758,024.20)  (121,766,384)  (107.912,043)

Gratuity Over Provision 29289585 8,732,272

Z‘l‘?{:zsr:;’lneiiegi)%Ionce (335’]2,‘712’22’22]) (;323242 Other Expenses Annexure 6 (7015,061.47) (1.414,972) (10,656,712)

Depreciation (14,458,087) (9,642 536) (5,469,155) .

Equity under SLFRS 1063067707 | 1023062835 721,264 522 Finance Cost Annexure 7 | (29,478,232.03) (33160,888)  (28,695,065)
1.8.2 Reconciliation of Total Proft Before Tax 2042108569 235610408 173,476,004
Comprehensive Income Less - Tax Expenses (3,126,841.00) (1,506,504) (2,481,711)

ITEM 2012 201 2010 Net Profit For the Year 26,294,244 .69 234,103,899 170,994,293

Net Profit under SLAS/GAAP 25,781,914 | 248,688,654 176,463,447

Tax Adjustment (1,126,841)

Gratuity Over Provision 20,557,312 8,732,272 Other Comprehensive Income _ } )

Interest on Opening Balance (14,102,589) (19,143,646) Grains On Revaluation Of Property, Plant & . . )

Actuarial Gain (Loss) (2,472,1206) 54,214,667 Equipment ’

Depreciation (4,815,551) (4,173,381) (5,469,155) Exchange Differences On Translating _ _ _

Net Profit under SLFRS 23,822,118 288,318,566 170,994,292 Foreign Operations
1.0 CONTINGENT LIABILITY 110 RELATED PARTY TRANSACTI ONS Fo o oo o ot OF

_ o _ Actuarial Grains (Losses) On Defined (2,472,126.53) 54,214,668 -
No provision is required in the Accounts No Directors is interested in coptrac’rs Benefit Pension Plans
ass the Attoney General who is and /or proposed contracts with the Total Comprehensive Income 23,822,118.16 288,318,566.53  170,994,292.58
appearing on behalf of the Board of board as at the reporting date
the opinion that the outcome of or the
potential liability of any of these cases
cannot be assessed at this stage.
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NATIONAL LIVESTOCK DEVELOPMENT BOARD
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31ST DECEMBER 2012

CASH FLOW STATEMENT FOR THE YEAR ENDED

31 DECEMBER 2012

CAPITAL CAPITAL REVENUE  REVOLVING  RETAINED TOTAL
RESERVES RESERVES FUND EARNINGS
Rs. Rs. Rs. Rs. Rs. Rs.

BALANCE AS AT O1ST JANUARY 2010 76,587,649 132,599,971 21,973,129 37,500,000 (217,674,976) | 550,985,773
COURTS ORDER CATTLE 2,271,638 2,271,638
PADDOCK UPKEEP 1,000,000 1,000,000
IMPORTATION CHICKS 1,237,290 1,237,290
AMORTIZATION OF MILK OUTLET (5,125,000) (5,125,000)
UTHURU WASANTHAYA (99,471) (99,471)
COMPREHENSIVE INCOME - 170,994,293 70,994,293
BALANCE AS AT 31ST DECEMBER 2010 76,587,649 131,884,428 21,973,129 37,500,000 (46,680,683) | 721,264,523
BALANCE AS AT O1ST JANUARY 2011 576,587,649 131,884,428 21,973129 37,500,000 (46,680,683) | 721,264,523
GRANT RECEIVED 14,667,246 14,667,246
AMORTIZATION OF GRANT (1,187,500) (1,187,500)
COMPREHENSIVE INCOME - 234,103,899 234,103,899
ACTUARIAL GRAINS (LOSSES) 54,214,668 54,214,668
BALANCE AS AT 31ST DECEMBER 2011 576,587,649 145,364,174 21,973,129 37,500,000 241,637,883 | 1,023,062,835
BALANCE AS AT O1ST JANUARY 2012 576,587,649 145,364,174 21,973,129 37,500,000 241,637,883 | 1,023,062,835
GRANT RECEIVED - 25,000,000 - - 25,000,000
AMORTIZATION OF GRANT - (1,667,246)  (6,250,000) - - (7,917,2406)
COMPREHENSIVE INCOME - - - - 26,294,245 26,294,245
ACTUARIAL GRAINS (LOSSES) (2,472,127)

BALANCE AS AT 31ST DECEMBER 2012 576,587,649 143,696,928 40,723,129 37,500,000 265,460,001 | 1,066,439,834

226

2012 201
Rs. Rs.

Net Profit/(Loss) for the year 29421085.69 | 235,610,402.76

29,421,086 235,610,403
Adjustment for :
Profit/(Loss) on sale of Property, Plant & Equipment (890,783) (504,845)
Depreciation 54,138,603 36,518,957
Provision For Gratuity 8,275,602 7,870,239
Provision For Bad Debts 20,704,043 15,993,446
Deferred Lease Income (1,000,504) (1,000,504)
Interest 29,478,232 33,160,889
Provision For Bonus 8,000,000 8,000,000
Cash Generated from operations before working capital 148,126,279 335,648,584
changes
Increase/(Decrease) in Loans 876,865,439 10,310,714
Increase/(Decrease)Current Liabilities 78,775,767 22,705,832
Increase/(Decrease) Trade and other Payables 58,141,289 (29,075,198)
(Increase)/Decrease in inventory (202,903,456) (40,258,011)
(Increase)/Decrease in Livestock Capital (87,682,429) (34,21.117)
(Increase)/Decrease in Trade and Other Receivables (171,163,251) (89,967,414)
Interest Paid (15,375,643) (14,017,242)
Gratuities Paid (13,119,857) (16,634,695)
Tox Paid (5,760,186) (4,534,163)
Net Cash Generated from operationg Activities 665,903,952 139,967,290
Net Cash From Investing Activities
Purchase of Non-Current assets (691,868,654) (161,913,147)
Increase in Other Assets
Proceeds from Sale of Property, Plant & Equipment 890,783 505,580

(690,977,871) (161,407,567)

Net Cash From Financing Activities
Government Grant Received 17082,754 13,479,746
Loans/Leases Taken or (Settled)

17,082,754 13,479,746
Net Cash Increase/(Decrease) During the year (7.991,165) (7,960,531)
Cash and Cash Equivalents at the Beginning of the Year 20,454,253 28,414,784
Cash and Cash Equivalents at the end of the Year 12,463,088 20,454,253
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NATIONAL LIVESTOCK DEVELOPMENT BOARD
SCHEDULE TO THE COMPREHENSIVE INCOME STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2012

NATIONAL LIVESTOCK DEVELOPMENT BOARD
SCHEDULES TO THE STATEMENT OF FINANCIAL POSITION 2012

Revenue

ANNEXURE 2
OTHER INCOME

Income on Lease rent

Interest on staff Loans
Interest on Deposits

(Loss) Profit on Mini Projects
Fresh Milk Distribution Unit
Delite

Other Income

Sales Center HO

Disposal on Non Current Assets

ANNEXURE 3
GOVERNMENT GRANT
Dayata Kirula 2012
Milk Popularization

Pasture Development

ANNEXURE 4
DISTRIBUTION COST

Brokerage Expenses

ANNEXURE 5

ADMINISTRATIVE EXPENSES
Administration & General of Farms
Annual Bonus

Head Office

ANNEXURE 6
OTHER EXPENSES
Maize Cultivation

Dayata Kirula 2012

ANNEXURE 7

FINANCE COST

Interest on Overdraft
Leasing Interest

Interest on Bank Loans
Bank charges

Interest on Gratuity Balance

Interest for Farmer’s Trust Fund
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ANNEXURE 1 YEAR ENDED YEAR ENDED YEAR ENDED
31.12.2012 31.12.201 31.12.201

REVENUE

sales 1,464,230,608.90 1,441,363,755 1,234,533,833

Less Inter-Farm Sales (208,257162.44) (209,405,037) (134,811,536

1,255,973,446.46

1,231,958,718

1,099,722,297

675,500.00 2,505,039 2,176,854
2,503,617.06 2,805,984 2,467,350
2,474,866.66 827,529 3,398,188
1,340,843.74 999,263 1,667,681
(2,078,514.00) 4,243,781 (374,681)
608,423.33 629,121 (8,002,380)
17,238,199.76 17,957,324 9,915,291
960,18751 - 8,377,061
890,782.58 504,844.52 3,129,328.45
24,613,906.64 30,472,886.36 22,754,692.78
11,356,406.98 - -
= 1,187,500.00 5,125,000.00
6,250,000.00 - -
17,606,406.98 1,187,500.00 5,125,000.00
3,838,748.72 4,382,003 3,574,785
3,838,748.72 4,382,003 3,574,785
37,642,058.62 21,908,098 13,722,226
8,000,000.00 8,000,000 8,206,000
107115,965.58 61,858,286 85,083,817
152,758,024.20 121,766,384 107,912,043
= 1,414,972 10,656,712
7,015,061.47 . N
7,015,061.47 1,414,972 10,656,712
2,753,475 41 107,572 10,338,708
1,659,220.00 519,524 6,212,862

951,67716 3,123,876
1,877,226

14,102,589.46 19,143,647
10,011,270.00 10,266,270 10,266,270
29,478,232.03 33,160,888 28,695,065

NOTE - 04 COCONUT PASTURE CASHEW RUBBER
UNDERPLANTING  ESTABLISHMENT  PLANTING PLANTING
PLANTATIONS NEWPLANTING EXPENDITURE EXPENDITURE ~ EXPENDITURE TOTAL
RS. RS. RS. RS.
BALANCE BROUGHT FORWARD 01.01.2012 363,870,845.91  20,390,051.69 1,335,381.97  5,566,357.75 | 391,162,637.32
EXPENDITURE INCURRED DURING 2012 57,361,053.95 19139,001.85 - 1,807799.79 | 78,307,855.59
421,231,899.86  39529,053.54 1,335,381.97 7,374157.54 | 469470,492.91
LESS: AMOUNT CHARGED TO PROFIT & LOSS (3,919,240.46)  (12,533,661.09) - - | (16,452,901.55)
BALANCE AS AT 31.12.2012 417,312,65040  26,995,392.45 1,335,381.97 7,374,157.54 | 453,017,591.36
BALANCE AS AT 31.12.2010 312,446,497 6,944,773 1,335,382 4,462,017 325,188,669
NOTE-05
LIVESTOCK VALUATION 31/12/2012 2012 2012 2012 201 2010
CAPITAL TRADING Total Rs. Rs.
-Cattle/Buffalo 250,815,322 3,803,887 | 254,619209 253,745,220 220,608,362
-Goats 3,809,313 = 3,809,313 4,518,370 5,173,211
-Pigs 5,458,004 1,812,678 7,270,682 7,058,679 4,862,019
-Sheep 16,177,120 = 16,177,120 11,920,855 6,762,827
-Rabbits = = = - -
-Poultry 29,660,449 3,018,663 32,679,112 40,914,398 44,155,335
-fish = = = - -
-Quills = 10,540 10,540 35,630 30,167
-Ducks 2,345 14,720 17,065 13,686 6,406
-Turkey 52,602 715 53,317 100,655 18,881
-Others - = 241,070 241,070 244,900 944,596
-Imported Cattle 288,503,235 -| 288,503,235 - -
594,478,389 8,902,273 | 603,380,662 | 318,552,393 282,561,802
25% Deduction (69,064,940) (1,404,141) | (70,469,081) (69,310,781) (59,351,605)
Net Valuation 525,413,450 7,498,131 532,911,581 249,241,612 223,210,198
NOTE - 07 Rs. Rs. Rs.
- Investments in Subsidiary Co's 15,995,171 15,995,171 15,995,171
The Board has invested Rs. 15,995,170.61 in non - quoted investments in - Sri Lanka Libya
Agricultural &
Livestock Development Co Ltdin 1995. The company holding in subsidiary is 51% . This
investment has been accounted for under the cost method of accounting.
No consolidated financial statement can be prepared, due to the fallowing reasons.
1. Business activities of the subsidiary companies is dissimilar for the Business activities of
the parent company
2 Accounting period of the subsidiary is different from accounting period of the parent
Company.
NOTE - 08 2012 2011 2010
TRADING & OTHER STOCK 31.12.2012 RS.) (RS.) RS)
COCONUT COPRA 49,092,223.42 | 106,508,581 76,628,313
SUNDRY PRODUCE STOCK 8,236,160.12 6,537,736 15,841,212
OTHER GENERAL STOCKS AT FARMS & HO 74,379,687.23 75,381,531 54,240,298
31,708,070.77 | 188,427,848 146,709,823

2012
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NOTE - 09 2012 2011 2010
- Trading , Other Receivables & Advances RS.) RS.) RS.)
STAFF DEBTORS 33,757,499 33,837,348 38,681,772
TRADE & OTHER DEBTORS 188,694,620 | 98,352,604 78,162,929
222,452,118 132,189,952 116,844,701
LESS: PROVISION FOR BAD & DOUBTFUL DEBTORS (20,704,043) | (15,993,4406) (13,503,564)
201,748,075 116,196,505 103,341,137
ECONOMIC SERVICE CHARGES 17,494,747 19,427,724 14,717,971
INLAND REVENUE DEPT. (595,833) (241,704) 2,919,209
VAT CLAIMABLE 3,940,090 4,738,999 1,140,649
222,587,078.09 140,121,524 122,118,967
NOTE - 10 2012 2011 2010
DEPOSIT & PRE-PAYMENTS RS.) RS.) RS.)
DEPOSIT 1,338,207 1,214,061 1,289,611
PRE-PAYMENTS 13,252,010 13,170,744 8,654,240
14,590,217 14,384,805 9,943,851
NOTE -11 2012 201 2010
OTHER CURRENT ASSETS RS.) RS.) RS.)
30,668,674 24,2151 13,319,324
THE EXPENDITURE INCURRED ON INCOMPLETE ACTIVITIES
IN FARMS SUCH AS NURSERIES,PADDY CULTIVATION,
NOTE - 12 2012 2011 2010
TERM & CALL DEPOSITS ®S) ®S) ®S)
CALL DEPOSITS AT PEOPLES BANK NARAHENPITA 23,802,778 25,709,796 21,829,874
FIXED DEPOSITS AT BANK OF CEYLON 3,362,267 264,005 244,449
27,165,045 25,973,800 22,074,323
NOTE - 13 2012 201 2010
CASH & CASH EQUIVALENTS RS.) (RS.) (RS.)
BANK BALANCES 7160,131 16,505,564 17,331,617
SAVINGS ACCOUNT 6,397 6,069 5,000
CASH IN HAND 4,004,593 2,845,689 2,366,187
STAMP IN HAND 62,001 43137 25,896
CASH-IN-TRANSIT 1,229,906 1,053,794 8,686,084
12,463,087 20,454,253 28,414,784
NOTE - 14 2012 2011 2010
INTEREST PAYABLE TERM LOANS RS.) RS.) RS.)
Farmers Trust Fund 100,112,700 | 102,662,700 102,662,700
Peoples bank loan - 11,852,391 30,259,233
freezer Truck - 729137 729199
Dairy cattle loan 881,785,607 - -
Leasing Facility
5 Nos cabs 19,024,511 25,823,408 -
5 Nos Tractors 13,141,040 - -
2 Nos Cars 9,823,560 12,654,135 -
Interest Suspense
5 Nos cabs (3,055,381) (3,936,741) -
5 Nos Tractors (4,203,540) - -
2 Nos Cars (1,533,415) (1,929135) -
Transfer to payable within 12 Months (10,055,276) (19,681,528) (15,787,479)
1,005,039,806 128,174,367 117,863,653
BALANCE AS AT END OF THE YEAR 1,005,039,806 | 128,174,367 117,863,653

NOTE - 15 2012 201 2010
INTEREST FREE LOANS RS.) RS.) RS.)
TREASURY LOAN 50,000,000 | 50,000,000 50,000,000
50,000,000 | 50,000,000 50,000,000

NOTE - 16 2012 201 2010
Gratuity on Retirement RS.) RS.) RS.)
Balance as at 1. Jan. 122,631,213.74 166,466,691 154,442,001
Add- Provision during the year 8,275,601 7,870,239 29,906,056
Interest on Opening Balance 14,102,589 19,143,647 -
Acturial (Gain) Loss 2,472,127 | (54,214,668) -
147,481,531 | 139,265,909 184,348,057

Less-Payments during the year (13,119,857.10) | (16,634,695) (17,881,3606)
Balance as at 31st Dec. 134,361,674 122,631,214 166,466,691
NOTE -17 2012 201 2010
Deferred Revenue on Leased Assets (RS.) (RS.) (RS))
BALANCE B/F 44,016,502.00 45,017,007 46,017,511
TRANSFER TO REVENUE - LEASE FROM LAN-LIB CO.LTD. (88,383.83) (88,384) (88,384)
TRANSFER TO REVENUE - LEASE FROM GRANDIX CO.LTD. (666,666.00) (666,666) (666,666)
TRANSFER TO REVENUE - LEASE FROM RAJAWELLA HOLDING (245,454.55) (245,455) (245,455)
43,015,997.62 44,016,502 45,017,007

NOTE - 18 2012 201 2010
PAYABLES & PROVISIONS RS.) RS.) RS.)
STAFF CREDITORS 18,209,903 15,338,229 15,791,631
TRADE & OTHER CREDITORS 233,936,896 | 210,527,092 179,049,066
ACCRUED CHARGES 21,647,816 19,618,031 18,435,401
PROVISIONS 12,930,614 8,506,993 9,641,992
DEPOSITS 15,151,707 16,679,917 13,368,631
E.PF PAYABLE 4,828,971 4,465,067 4,883,315
E.TF PAYABLE 719,523 641,875 673,555
307,425,431 | 275,777,203 241,843,591

VAT PAYABLE 7,240,445 5,802,444 7,222,290
314,665,876 | 281,579,647 249,065,881

NOTE - 19 2012 201 2010
SHORT TERM BORROWINGS RS.) RS.) (RS.)
People's Bank - 100153693183 73,000,137 20,272,180 30,974,280
People’sBank 100153694880 - 1,540,143 -
Peoples Bank 873 2,284,368 - 2,984,689
People’s Bank-228 = - 299,286
Farm Shop 1001 6369 4865 361,505 - -
Maize project = - 6,088
Farms Current Accounts 1,482,103 - -
77,128,115 21,812,324 34,264,342
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APPENDIX - A
LIST OF AVAILABLE SLFRS/LKAS
SLFRS/ Description
LKAS No.
SLFRS 1 First time adoption of International Financial Reporting Standards
SLFRS 2 Share-based Payment N/A
§ SLFRS 3 Business Combinations
SLFRS 4 Insurance Contracts N/A
z SLFRS 5 Non-current Assets Held for Sale and Discontinued Operations N/A
SLFRS 6 Exploration for and Evaluation of Mineral Resources N/A
SLFRS 7 Financial Instruments: Disclosures
SLFRS 8 Operating Segments N/A
LKAS1 Presentation of Financial Statements
LKAS 2 Inventories
LKAS 7 Cash Flows Statements
LKAS 8 Accounting Policies, Changes in Accounting Estimates and Errors
LKAS 10 Events After the Balance Sheet Date
LKAS 11 Construction Contracts N/A
LKAS 12 Income Taxes
LKAS 16 Property, Plant and Equipment
LKAS 17 Leases
LKAS 18 Revenue
LKAS 19 Employee Benefits
LKAS 20 | Accounting for Government Grants and Disclosure of Government
Assistance
LKAS 21 The Effects of Changes in Foreign Exchange Rates
LKAS 23 Borrowing Costs N/A
LKAS 24 Related Party Disclosures N/A
LKAS 26 | Accounting and Reporting by Retirement Benefit Plans N/A
LKAS 27 | Consolidated and Separate Financial Statements N/A
LKAS 28 Investments in Associates
LKAS 29 | Financial Reporting in Hyperinflationary Economies N/A
LKAS 31 Interests in Joint Ventures N/A
LKAS 32 Financial Instruments: Presentation
LKAS 33 Earnings per Share
LKAS 34 Interim Financial Reporting N/A
LKAS 36 | Impairment of Assets N/A
LKAS 37 Provisions, Contingent Liabilities and Contingent Assets
LKAS 38 Intangible Assets N/A
LKAS 39 Financial Instruments: Recognition and Measurement
LKAS 40 Investment Property N/A
LKAS 41 Agriculture
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APPENDIX - C

SLFRS/LKAS APPLICABLE TO NLDB

SLFRS 1 - FIRST TIME ADOPTION OF
SLFRS

The objective of SLFRS 1 is to set out
the procedures that an entity must
follow when it first adopts SLFRS in the
preparation of financial statements.

The objective of this SLFRS is to ensure
that an entity’s first SLFRS financial
statements, and its interim financial
reports for part of the period covered
by those financial statements, contain
high quality information that:

Is transparent for users and comparable
over all periods presented; Provides a
svitable starting point for accounting
under International Financial Reporting
Standards (SLFRSs); and Can be
generated at a cost that does not
exceed the benefits to users.

An entity is required to explain how the
transition from the previous standards
(ex: GAAP) to SLFRS affected its financial
position, financial performance and
cash flows by using reconciliations
of the opening balances. SIFRS 3
BUSINESS  COMBINATIONS  The
objective of this SLFRS is to improve the
relevance, reliability and comparability

of the information that a reporting entity
provides in its financial statements
about a business combination and its
effects. To accomplish that, this SLFRS
establishes principles and requirements
for how the acquirer:

Recognizes and measures in its
financial statements the identifiable
assets acquired, the liabilities assumed
and any non-controlling interest in the
acquiree;

Recognizes and measures the goodwill
acquired in the business combination
or a gain from a bargain purchase; and
Determines what  information  to
disclose to enable users of the financial
statements to evaluate the nature
and financial effects of the business
combination. Key Definition: Business
Combination: A business combination
is a transaction or event in which an
acquirer obtains control of one or more
businesses. A business is defined as an
infegrated set of activities and assets
that is capable of being conducted and
managed for the purpose of providing
a return directly to investors or other
owners, members or participants.
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SLFRS 7 - FINANCIAL INSTRUMENTS:
DISCLOSURES

The SLFRS requires disclosure of:

b) The significance of financial
instruments for an entity’s financial
position and performance

c) b) Quadlitative and quantitative
information about exposure to risks
arising from financial instruments,
including specified minimum disclosures
about credit risk, liquidity risk and
market risk.

d) An entity must group its financial
instruments info classes of similar
instruments and, when disclosures are
required, make disclosures by class.
The class are following:

a) Financial assets at fair value through
profit or loss, showing separately (i)
those designated as such upon initial
recognition and (i) those classified as

held for trading in accordance with
LKAS 39

b) Held-to-maturity investments
c) Loans and receivables
d) Available-for-sale finan cial assets

e) Financial liabilities at fair value
through profit or loss, showing
separately (i) those designated as
such upon initial recognition and (i)
those classified as held for trading in
accordance with LKAS 39 and

f) Financial liobilities measured at
amortized cost.

LKAS 1 - PRESENTATION OF
FINANCIAL STATEMENTS

The objective of LKAS 1 is to outline
the basis for presentation of financial
statements. It sets out the overall
framework and responsibilities for the
presentation of financial statements, the
guidelines for their structure, and the
minimumrequirements for the content of
the financial statements.

LKAS 1 prescribes the minimum level
of detail required on the face of
the balance sheet and the income
statement, and also defines the overall
considerations for financial statements,
such as fair presentation, accrual
basis of accounting, consistency
of presentation, materiality and
aggregation, and comparative
information.

LKAS 1 defines four basic financial
statement elements and prescribes
the minimum structure and content for
each:

* a statement of financial position as
at the end of the period (separated in
current/noncurrent)

* a statement of comprehensive income
for the period

» a statement of changes in equity for
the period

* a statement of cash flows for the
period (LKAS 7)

For statement of comprehensive
income an entity shall present all items
of income and expense recognized in
a period:

(@ In a single statement of
comprehensive income, or

(b) In two statements: a statement
displaying components of profit or loss
(separate income statement) and a
second statement beginning with profit
or loss and displaying components of
other comprehensive income (statement
of comprehensive income).

Comprehensive income for a period
includes profit or loss for that period
plus other income recognized in that
period. The components of other
comprehensive income include:

« Changes in revaluation surplus (LKAS
16 and LKAS 38).

« Actuarial gains and losses on defined
benefit plans recognized in accordance
with paragraph 93A of LKAS 19.

* Gains and losses arising from
translating the financial statements of a
foreign operation (LKAS 21).

« Gains and losses on re-measuring
available-for-sale  financial  assets
(LKAS 39).

* The effective portion of gains and

losses on hedging instruments in a cash
flow hedge (LKAS 39).
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LKAS 2 - INVENTORIES

The objective of LKAS 2 is fo prescribe
the accounting treatment for inventories
under the historical cost system. It
provides guidance on how to determine
the cost of inventories and subsequent
recognition as an expense, including
any write-down fo net realizable value.
It also provides guidance on the cost
formulas that are used to assign costs
to inventories.

Inventories  include assets  held
for sale in the ordinary course of
business (finished goods), assets in
the production process for sale in the
ordinary course of business (work in
process), and materials and supplies
that are consumed in production (raw
materials).

However, LKAS 2 excludes certain
inventories from its scope:

« Work in progress arising under
construction contracts (see LKAS 11,
Construction Contracts)

* Financial instruments (see LKAS 39,
Financial Instruments)

* Producers’ inventories of agricultural
assets, such as livestock, forest
products, and mineral ores to the extent
that they are measured at net realizable
value (whether above or below cost) in
accordance with established industry
practices Fundamental Principle of
LKAS 2 Inventories are measured at the
lower of cost andnet realizable value
(NRV). Net redlizable value is the
selling price less the cost to complete
the inventory and sell it. Cost includes
all costs to bring the inventories to
their present condition and location. If
specific cost is not determinable, the
benchmark treatment is to use either
the first in, first out (FIFO) or weighted
average cost formulas.

The cost of inventory is recognized
as an expense in the period in which
the related revenue is recognized.
If inventory is written down to net
realizable value, the writedown is
charged to expense. Any reversal of
such a write-down in a later period is
credited to income by reducing that
periods cost of goods sold. Required
disclosures include:

+ Accounting policy

« Carrying amount of inventories by
category

« Carrying amount of inventory carried
at net realizable value

« Amount of any reversal of a write-
down

« Carrying amount of inventory pledged
as security for liabilities

« Cost of inventory charged to expense
for the period

LKAS 7 - CASH FLOWS STATEMENT

LKAS 7 prescribes how to present
information  about  the historical
changes in cash and cash equivalents
of an enterprise by means of a cash
flow statement. A cash flow statement
classifies cash flows during the period
according fo operating, investing, and
financing activities.

The cash flow statement explains
changes in cash and cash equivalents
during a period. The cash flow
statement should classify changes in
cash and cash equivalents as operating,
investing, and financial activities.

+ Cash equivalents are short-term,
highly liquid investments subject to
insignificant risk of changes in value

» Operating activities: May be
presented using either the direct or
indirect method. Direct method shows
receipts from customers and payments
to suppliers, employees, government
(taxes), and so on. Indirect method
begins with accrual basis net profit or
loss and adjusts for non cash items.
*Investing activities: Separately disclose
cash receipts and payments that arise
from acquisition or sale of property,
plant, and equipment; acquisition or
sale of equity or debt instruments of
other enterprises (including acquisition
or sale of subsidiaries); and advances
and loans made to, or repayments
from, third parties.

+ Financing activities:  Separately
disclose cash receipts and payments
that arise from an issue of share or
other equity securities; payments made
to redeem such securities; proceeds
arising from issuing debentures,
loans, notes; and repayments of such
securities. Cash flows from taxes

should be disclosed separately within
operating activities, unless they can
be specifically identified with one of
the other two headings. Investing and
financing activities that do not give
rise to cash flows (a nonmonetary
transaction such as acquisition of
property by issuing debt) should be
excluded from the cash flow statement
but disclosed separately.

LKAS 8 - ACCOUNTING POLICIES,
CHANGES IN ACCOUNTING
ESTIMATES AND ERRORS

LKAS 8 specifies how profit or loss from
ordinary activities and extraordinary
items must be presented in the income
statement. LKAS 8 also specifies how
errors and changes in accounting
policy and changes in estimates must
be accounted for. Errors are defined
as newly discovered omissions or
misstatements of prior period financial
statements, based on information that
was available when the prior financial
statements were prepared.

All material errors will be accounted for
retrospectively by restating all the prior
periods presented and adjusting the
opening balance of retained earnings
of the earliest prior period presented.
Cumulative effect recognition in income
will be prohibited

LKAS 10 - CONSTRUCTION
CONTRACTS

This is primarily a matter of disclosing
the economic effects of events occurring
after the balance sheet date.
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LKAS 12 - INCOME TAX

The objective of this Standard is to
prescribe the accounting treatment for
income taxes. The principal issue in
accounting for income taxes is how to
account for the current and future tax
consequences of:

the future recovery (settlement) of the
carrying amount of assets (liabilities)
that are recognized in an entity’s
balance sheet; and transactions and
other events of the current period that
are recognized in an entity’s financial
statements.

Key Definition: Current tax: The amount
of income taxes payable (recoverable)
in respect of the taxable profit (tax loss)
for a period.

Deferred tax liabilities: Thesomounbnt
of income taxes payable in future
periods in respect of taxable temporary
differences.

Deferred tax assets: Thesamouontsiofof
income taxes recoverable in future
periods in respect of:

(a) Deductible temporary differences;
(b) The carry forward of unused tax
losses; and

(c) The carry forward of unused tax
credits.

LKAS 16 - PROPERTY, PLANT AND
EQUIPMENT

LKAS 16 prescribes the treatment of
initial  recognition and subsequent
measurement of property, plant,
and equipment. Property, plant, and
equipment should be recognized when
(a) it is probable that future benefits
will flow from it, and (b) its cost can be
measured reliably.

Initial measurement should be at cost.
Subsequently, the benchmark treatment
is to use depreciated (amortized) cost
but the allowed alternative is to use the
revaluation model (similar to fair market
value).

Main principles
Depreciation:

* Long-lived assets other than land are
depreciated on a systematic basis over
their useful lives

+ Depreciation base is cost less the
estimated residual value

+ The depreciation method should
reflect the pattern in which the asset’s
economic benefits are consumed by
the enterprise

« I assets are revalued, depreciation is
based on the revalued amount

* The useful life, residual value and
amortization method  should be
reviewed on an annual basis and
any change should be reflected
prospectively

« Significant costs to be incurred at
the end of an asset’s useful life should
either be reflected by reducing the
estimated residual value or by charging
the amount as an expense over the life
of the asset

* If the cost model is used, each part
of an item of property, plant and
equipment with a cost that is significant
in relation to the total cost of the item
must be depreciated separately
(component approach).

Revaluations (allowed alternative)

* Revaluations should be made with
sufficient regularity so that the carrying
amount does not differ materially from
that which would be determined using
fair value at the balance sheet date

* If an item of property, plant, and
equipment has been revalued, the
entire

class to which the asset belongs must
be revalued (selective revaluations are
not allowed)

* Positive revaluations should be
credited to equity (revaluation surplus)
unless it is a reversal of previous charge
to income

* Decreases in valuation should be
charged to income unless reversing a
previous credit to equity (revaluation
surplus)

* Ifthe revalued asset is sold or otherwise
disposed of, any remaining revaluation
surplus that is transferred directly to
retained earnings (not through the
income statement)

* If the revaluation model is used the
revaluation surplus included in equity
shall be controlled on an item by item
basis. If an asset’s recoverable amount
falls below its carrying amount, the
decline should be recognized and
charged to income (unless it reverses
a previous credit to equity). Gains or
losses on retirement or disposal of an
asset should be calculated by reference
to the carrying amount. Required
disclosures include Reconciliation of
movements

» Capital commitments

» ltems pledged as security

* If assets are revalued, disclose
historical cost amounts

» Change in revaluation surplus
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LKAS 17 - LEASES
Two classes of leases are considered:

* Alease is classified as a finance lease
if it transfers substantially all the risks
and rewards incident to ownership

« All other leases are classified as
operating leases

For operating leases, the lease
payments should be recognized as an
expense in the

income statement over the lease term
on a straight-line basis, unless another
systematic basis is more representative
of the time pattern for the user’s benefit.

Financial Leases

Accounting for the lessee:

* The lessee should capitalize a finance
lease at the lower end of the fair value
and the present value of the minimum
lease payments

* Rental payments should be split into (i)
a reduction of liability, and (ii) a finance
charge designed to reduce in line with
the liability

« The lessee should calculate
depreciation on leased assets using
useful life, unless there is no reasonable
certainty of eventual ownership. In the
latter case, the shorter of the useful life
and the lease term should be used

* The lessee must include disclosure of
rental expenses, sublease rentals, and a
description of the leasing arrangements
* The lessee should expense the
operating lease payments

Accounting for the lessor:

» For lessors, finance leases should be
recorded as receivables and the lease
income should be recognized on the

basis of a constant periodic rate of
return

* Lessors must disclosure information
about future minimum rentals and
amounts of contingent rentals included
in net profit or loss

* Lessors should use the net investment
method to allocate finance income, the
net cash investment method is no longer
permitted

LKAS 18 - REVENUE

The objective of LKAS 18 is to
prescribe the accounting treatment
for revenue arising from certain types
of transactions and events, such as
sales of goods, rendering of services,
interests, royalties, and dividends.

Key Definition: Revenue: The gross
inflow of economic benefits (cash,
receivables, and other assets) arising
from the ordinary operating activities of
an enterprise (such as sales of goods,
sales of services, interest, royalties, and

dividends).

Measurement of Revenue

Revenue should be measured at the fair
value of the consideration received. An
exchange for goods or services of a
similar nature and value is not regarded
as a transaction that generates revenue.
However, exchanges for dissimilar
items are regarded as generating
revenue.

If the inflow of cash or cash equivalents
is deferred, the fair value of the
consideration receivable is less than
the nominal amount of cash and
cash equivalents to be received,
and discounting is appropriate. This
would occur, for instance, if the seller
is providing interest-free credit to
the buyer or is charging a below-
market rate of interest. Interest must be
imputed based on market rates. LKAS
18 prescribes the following disclosures:

» The accounting policy for recognizing
revenue

* The amount of each of the following
types of revenue:

» sale of goods

« rendering of services

* inferest

* royalties

- dividends

» Within each of the above categories,
the amount of revenue from exchanges
of goods or services

It is important for LKAS 18 compliance
that the criteria for revenue recognition
for each category of revenue be met.

LKAS 19 - EMPLOYEE BENEFITS

The objective of LKAS 19 is to prescribe
the accounting for and disclosure
of employee benefits (all forms of
compensation given by an organization
in exchange for service rendered by
employees). The principle underlying
all of the detailed requirements
of the standard is that the cost of
providing employee benefits should be
recognized in the period in which the
employee earns the benefit, rather than
when it is paid or payable.

LKAS 20 - ACCOUNTING FOR
GOVERNMENT GRANTS AND
DISCLOSURE OF GOVERNMENT
ASSISTANCE

LKAS 20 prescribes the accounting and
disclosure of government grants and
other forms of government assistance.
Government grants of NLDB has been
accounted under LKAS 41- Agriculture

LKAS 27 - CONSOLIDATED AND
SEPARATE FINANCIAL STATEMENTS

LKAS 27 defines the concept of a
subsidiary as: a company controlled
by another enterprise (the parent). If a
parent has one or more subsidiaries,
consolidated financial statements are
required.

LKAS 27 has the following criteria for
the consolidated financial statement:

« All subsidiaries must be included.

« All subsidiaries must be included.
There is a limited exception available to
some non-public entities

* The difference between reporting
dates of consolidated subsidiaries
should be no more than three months
from the parent company’s reporting
date, having any significant transactions
or adjustment occurred between these
dates recorded

» Uniform accounting policies should
be followed for the parent and its
subsidiaries.

* In the parent’s separate financial
statements subsidiaries may be shown

at cost or at fair value in accordance
with IAS 39.

243



244

Required disclosures include:

* Name, country, ownership, and
voting percentages for each significant
subsidiary

* Reasons for not consolidating a
subsidiary

* The nature of relationship if parent
company does not own more than
50 percent of the voting power of a
consolidated subsidiary

* The nature of relationship if the
parent company does own more than
50 percent of the voting power of a
subsidiary excluded from consolidation
* The effect of acquisitions and disposals
of subsidiaries during the period In the
parent company’s separate financial
statements the method used to account
or subsidiaries must be described.

LKAS 32 - FINANCIAL INSTRUMENTS:
PRESENTATION

The objective of LKAS 32 is to
enhance users’ understanding of the
significance of on-balance sheet and
off-balance sheet financial instruments
fo an entferprise’s financial position,
performance, and cash flows.

LKAS 33 - EARNINGS PER SHARE

LKAS 33 describes the measurement
and disclosure of earnings per share
and is not supported by any specific
enterprise resource planning (ERP)
solution

LKAS 36 - IMPAIRMENT OF ASSETS

LKAS 36 mainly addresses accounting
for impairment of goodwill, intangible
assets, and property, plant, and
equipment. The standard includes
requirements for identifying an impaired
asset, measuring its recoverable
amount, recognizing or reversing
any resulting impairment loss, and
disclosing information on impairment
losses or reversals of impairment losses.

LKAS 36 prescribes how an enterprise
should ensure that its assets are not
overstated in the financial statements,
how an enterprise should assess the
amount to be recovered from an asset
(the “recoverable amount”), and
when an enterprise should account for
an impairment loss identified by this
assessment.

Main requirement of LKAS 36: An
impairment loss should be recognized
whenever the recoverable amount of
an asset is less than its carrying amount
(sometimes called “book value”).

Other requirements of LKAS 36 are:

* The recoverable amount of an asset is
the higher of its fair value, less cost to
sell and its value in use (based on
discounted cash flows)

* Fairvalue s the amount obtainable from
the sale of an asset n an arm’s length
transaction between knowledgeable
willing parties, less the costs of disposal
« The value in use is the amount
obtainable from the use of an asset
until the end of its useful life and from
its subsequent disposal. Value in use
is calculated as the present value
of estimated future cash flows. The
discount rate should be a

pretax rate that reflects current market
assessments of the time value of money
and the risks specific to the asset.

Recording impairment:

* An impairment loss should be
recognized as an expense in the income
statement for assets carried at cost and
treated as a revaluation decrease for
assets carried at revalued amount

* An impairment loss should be reversed
(and income recognized) when there
has been a change in the estimates used
to determine an assets recoverable
amount since the last impairment loss
was recognized, except for goodwill
for which impairment reversal is not
allowed.

* A reversal of an impairment loss
should be recognized as income in the
income statementfor assets carried
at cost and treated as a revaluation
increase for assets carried at the
revalued amount

When  impairment  losses  are
recognized or reversed, an enterprise
should disclose certain information
by class of assets and by reportable
operating segments. Further disclosure
is required if impairment losses that are
recognized or reversed are material to
the financial statements of the reporting
enterprise as a whole.

The recoverable amount of an asset
should be estimated whenever there
is an indication that the asset may
be impaired. LKAS 36 includes a
list of indicators of impairment to be
considered at each balance sheet date.
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Single Asset or Cash generating Unit

If an asset does not generate cash
inflows that are largely independent
of the cash inflows from other assets,
an enterprise should determine the
recoverable amount of the cash
generating unit to which the asset
belongs. A cash-generating unit is the
smallest identifiable group of assets
that generates cash inflows that are
largely independent of the cash
inflows from other assets or group of
assets. Principles for recognizing and
reversing impairment losses for a cash-
generating unit are the same as those
for an individual asset. The concept of
cash-generating units will often be
used in testing assets for impairment
because, in many cases, assets work
together rather than on an individual
basis.

LKAS37-PROVISIONS, CONTINGENT
LIABILITIES ~ AND  CONTINGENT
ASSETS

LKAS 37 primarily deals with
provisions, the focus being on the
recognition of obligations, defined
as liabilities as a result of past events.
These provisions, for example, refund
provisions, asset retirement obligations,
contingent liabilities, and so on, cannot
be done automatically. Therefore,
the accounting systems can only offer
indirect support for LKAS 37.

LKAS 39 - FINANCIAL INSTRUMENTS:
RECOGNITION AND MEASUREMENT

LKAS 39 will have a significant impact
on listed companies, because it requires
these companies to recognize and
measure almost all financial instruments
at fair value (market price). In most

cases, a formal treasury management
system is needed. LKAS 39 requires
all hedges to be documented and
continually evaluated for effectiveness.
Under LKAS 39, all financial assets and
financial liabilities must be recognized
on the balance sheet, including all
derivatives instruments. They are
initially measured at cost, which is
the fair value of consideration paid
or received to acquire the financial
asset or liability. An enterprise should
recognize normal purchases and sales
of financial assets in the marketplace
either at trade date or settlement date.
Certain value changes between trade
and settlement dates are recognized
for purchases if settlement date
accounting is used. Financial assets
are classified as follows: * Loans and
receivables: These are loans and
receivables originated by an enterprise
and not held for trading. The enterprise
does not need to demonstrate intent to
hold originated loans and receivables
to maturity. These assets are carried
at amortized cost, this is principal
plus accrued interest at effective rate.
* Held-to-maturity investments: Fixed
maturity investments, for example, debt
securities and mandatorily redeemable
preferred shares that an enterprise
intends and is able to hold to maturity.
The classification depends on
management intent and capability.
These financial assets are carried at
amortized cost. * Fair value through
profit or loss: Financial assets acquired
for the purpose of generating a profit
from short-term fluctuations in price
(trading purpose). Derivative assets
are always deemed held for trading
unless used as hedging instruments.
There is a subcategory within this one
which basically allows companies
to designate financial instruments

to be marked to it fair value if this
methodology corrects an accounting
mismatch or the company manage
its financial assets based on their fair
values rather than its historical cost. All
these financial assets are recorded at
fair value with the change recognized
in income. * Available-for-sale financial
assets: All financial assets not in one of
the above listed categories.
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These financial assets are recorded at
fair value with the change recorded in
a separate component of equity. Under
LKAS 39, if an enterprise actually sells
a held-tomaturity investment other than
in a circumstance that could not be
anticipated or in insignificant amounts,
all of its other held-to-maturity
investments must be reclassified as
available-for-sale for the next and
the following two financial reporting
years. Reclassification of financial
assets is not allowed, except for
certain circumstances. Key Definition:
Hedging: To designate a derivative
or a nonderivative financial instrument
(only for hedges of net investments) as
an offset in net profit or loss, in whole
or in part, to the change in fair value
or cash flows of a hedged item. Hedge
accounting is permitted under LKAS
39 in certain circumstances, provided
that the hedging relationship is clearly
defined, measurable, and effective at

inception and on an ongoing basis.
Hedge accounting is permitted only
if an enterprise designates a specific
hedging instrument as a hedge of a
fair value or cash flow of a specific
hedged item, rather than as a hedge
of an overall net balance sheet position
or macro hedges. However, the
approximate income statement effect
of hedge accounting for an overall net
position can be achieved, in some
cases, by designating part of one of
the underlying items as the hedged
position. For hedges of forecasted
transactions the gain or loss on the
hedging instrument will adjust the basis
(carrying amount) of the acquired asset

or liability.

LKAS 41- AGRICULTURE

LKAS 41 describes how accounting
for biological assets should be done.
Biological assets are livestock, crops,
and so on that are transformed into
agricultural products.
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