KRES‘E’ON Knowing you.

TERLLANKA

Our Ref: 1745/ 4301/ SDS

FINANCIAL STATEMENTS OF
. ASSOCIATED CEAT HOLDINGS COMPANY (PVT) LIMITED,
FOR THE YEAR ENDED

315" MARCH 2019

Krosfon MNS & Co

Chartered Accounianis

Head Office ot 15t & 2Znd Floors, Advantage Building, 74A, Dharmapala Mowatha, Colombo 07,

Tel + 94{0) 112323571-3, 011 2301394-7 | Fux + 94{0} 112433388 | E-mail oudit@kreston.lk Web | www.kreston.lk
Branches i Anuradhapura, Badulla, Batticalos, Hatton, Joffna, Kandy, Negombo, Nuware Eliya, Trincomalee

Member of Kreston International Limited UK

Correspendent firm within Grant Thornton Infernational Lid {Grant Thornton Internationat).

Grant Thornton Infernational end the member and correspandent firms are nof o worldwide partnership.



KRESTON Knowing you.

Py
SREILANKA

INDEPENDENT AUDITOR’S REPORT .

TO THE SHAREHOLDERS OF ASSOCIATED CEAT HOLDINGS COMPANY {(PVT) LTD
Report on the Audit of the Financial Statements

Opinion

We have audited the Financial Statements of ASSQOCIATED CEAT HOLDINGS COMPANY {PVT) LTD
(“the Company”) which comprise the Statement of Financial Position as at 31% March 2019, and the
Statement of Comprehensive Income, Statement of Changes in Equity and Statement of Cash Flows for
the year then ended, and notes fo the Financial Statements, including a summary of significant
accounting policies exhibited on pages 4 to 22.

In cur opinion, the accompanying Financial Statements give a true and fair view of the financial position
of the Company as at 31st March 2019, and of its financial performance and its cash flows for the year
then ended in accordance with Sri Lanka Accounting Standards.

Basis for Opinion

We conducted our audit in accordance with Sri Lanka Auditing Standards (SLAuSs). Our responsibilities
under those standards are further described in the Auditor's Responsibilities for the Audit of the Financial
Statements section of our report. We are independent of the company in accordance with the ethical
requirements of the Code of Ethics issued by Chartered Accountants of Sri Lanka that are relevant to our
audit of the Financial Statements and we have fulfiled our other ethical responsibilities in accordance
with the Code of Ethics. We believe that the audit evidence we have obtained is sufficient and
apgropriate to provide a basis for our opinion.

Responsibilities of Management and Those Charged with Governance for the Financial
Statements

Management is responsible for the preparation of Financial Statements that give a true and fair view in
accordance with Sri Lanka Accounting Standards and for such internal control as management
determines is necessary to enable the preparation of Financial Statements that are free from material
misstatement, whether due fo fraud or error.

In preparing the Financial Statements, management is responsible for assessing the company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless management either intends to liquidate the Company or to
cease operations, or has no realistic alternative but fo do so.

Those charged with governance are responsible for overseeing the Company's financial reporting
process.
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__-:_Auditor’s Responsibilities for the Audit of the Financial Statements

- Our objectives are to obtain reasonable assurance about whether the Financial Statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor's report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with Sri Lanka Auditing Standards will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected {o influence the economic decisions
of users taken on the basis of these Financial Statements. :

As part of an Audit in accordance with Sri Lanka Auditing Standards, we exercise professional judgment
and maintain professional skepticism throughout the Audit. We also:

Identify and assess the risks of material misstaterment of the Financial Statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting
a material misstatement resutting from fraud is higher than for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal
control.

Obtain an understanding of internal control relevant to the audit 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 Company’s internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

Conclude on the appropriateness of management’s use of the going concern basis of accounting
~#nd, based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Company's ability to continue as a going concern. If
we conclude that a material uncertainty exists, we are required to draw attention in our auditor's
report to the related disclosures in the Financial Statements or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may cause the Company to cease to continue

as a going concermn.

Evaluate the overall presentation, structure and content of the Financial Statements, including the
disclosures, and whether the Financial Statements represent the underlying transactions and events
in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.




_ ?age 3
Report on Other Legal and Regulatory Requirements

fAs- required by section 163 (2) of the Companies Act No. 07 of 2007, we state the following:

a) The basis of opinion and scope and limitations of the audit are as stated above.

b) In our opinion:

- we have obtained all the information and explanations that were required for the audit and, as far
as appears from our examination, proper accounting records have been kept by the Company.

- the Financial Statements of the Company comply with the requirements of section 151 of the
Companies Act No. 07 of 2007.

<o Ll AN Y
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STATEMENT OF FINANCIAL POSITION AS AT

ASSBETS

Non - Current Assets
Investment in Joint Venture

Investment in Related companies

Current Assets
Short Term Investments
Cash at Bank

Toial Assels

EQUITY AND LIABILITIES

Equity
Stated Capital
Retained Earnings

Total Equity

_/194’
Current Liabiiities
income Tax Payable
Other Payables

Amount Due to Related Party

Total Equity & Liabilities

 ASSOCIATED CEAT HOLDINGS COMPANY {PVT} LIMITED.
(AH amounts in Sri Lanka Rupees)

Note

o

Page 4

31.03.2019 31.03.2018
100,000,000.00  100,000,000.00
~30.00 30.00
100,000,030.00  100,000,030.00
- 15,568,379.89
6,025,351.05 515,745.20
6,025,351.05 16,084,125.09

106,025,381.05

116,084,155.09

100,008,000.00 100,000,000.00
4,5682,312.83 12,919,445.21
104,582,312.83 112,919,445.21
1,086,528.04 2,708,661.28
356,540.18 281,165.60

- 174,893.00
1,443,068.22 3,164,709.88

106,025,381.05

116,084,155.09

The Accounting Poticies and Notes on pages 8 fo 22 form an integral part of the Financial Statements.

These Financial Statements are in compliance with the requirements of the Companies Act No. 07 of 2007.

ChigfiFinancial Officer

The Board of Directors is responsible for the preparation and presentation of these Financial Statements.

g

Director




ASSOCIATED CEAT HOLDINGS COMPANY (PVT) LIMITED.
(All amounts in 8ri Lanka Rupees)

STATEMENT OF COMPREHERNSIVE INCONME

FOR THE YEAR ENDED

Note
Revenue 10
Administrative Expenses
Other Operating Expenses
Operating Profit
Finance Inome 11
Profit before Tax 12
Taxation 13
Profit for the year
Other Comprehensive Income
Total Comprehensive Income for the year
Earnings per Share 14
Dividend per Share 15

31.03.2019

1568,320,000.00

(392,367.12)
" (650.00)

Page5

31.03.2018

(357,017.30)
(4,387.00)

158,926,982.88
5,833,173.26

{(361,404.30)
15,211,182.24

164,560,156.13
{1,577,288.51)

14,849,787.94
(4,285,877.31)

162,982,867.62 10,563,010.63

- 162,982,867.62 10,663,810.63
16.30 1.086

17.13 4563

The Accounting Policies and Notes on pages 8 to 22 form an integral part of the Financial Statements.

.’M




ASSOCIATED CEAT HOLDINGS COMPANY {PVT) LIMITED, : ' Page6 -
{All amounts in Sri Lanka Rupees) : :

STATEMENT OF CHANGES IN EQUITY

Btated Retainad

Capital Earnings Total

Note
Balance as at 1st April 2017 100,000,000.00 458.617,534.58 558,617,834.58
Dividend Paid - {456,2-62,000.00) (456,262,000.00)
Transactions with Owners - {(456,262,000.00) (456,262,000.00)
Profit for the year - 10,563,210.63 10,563,910.63 -
Other Comprehensive Income for the year - - -
Total Comprehensive Income for the year - 10,563,910.63 10,563,910.83
Balance as at 31st March 2018 ‘ 100,000,000.00 12,918,445.21. 112,919,445 21
Dividend Paid - (171,320,000.00) (171,320,000.00)
Transactions with Owners - (171,320,000.00) {171,326,000.00)
Profit for the year - 162,882,867 .62 162,982, 867.62
Other Comprehensive income for the year - - -
Total Comprehensive Income for the year w - 162,982 867 .62 162,982,867.62
Ba@?ﬁce as at 31st March 2019 100,000,000.00 4,582 312,83 104,582,312.83

The Accounting Policies and Notes on pages 8 to 22 form an integral part of the Financial Statements.




ASSOCIATED CEAT HOLDINGS COMPANY (PVT) LIMITED.
{All amounts in Bri Lanka Rupess)

STATEMENT OF CASH FLOW FOR THE YEAR ENDED

Note

CASH FLOWS FROM OPERATING ACTIVITIES

Profit before Taxation
Interest Income

Operating Profit before working Capital Changes

Adjustments for Working Capital Changes
Increase / (Decrease) in Other Payables
Increase / (Decrease} in Amount due to Related Company 9

w

Cash generated from Operations

Tax Paid ' 4
Net Cash from Operating Activities

CASH FLOW FROM INVESTING ACTIVITIES
Investment in Short Term Deposits
Interest Income

Net Cash from / (used in) Investing Activities
CASH FLOW FROM FINANCING ACTIVITIES

Divigend Paid " i5
Net Cash from / {used in} Financing Activities

Increase f {Decrease) in Cash & Cash Equivalents
Cash & Cash Equivalents at the beginning of the year

Cash & Cash Equivalents at the end of the year 6

31.03.2019

164,560,156.13
(5,633,173.25)

_ P'age 7

31.03.2018

14,849,787.94
(15,211,192.24)

158,926,982.88 (361,404.30)

75,384.58 65,195.60

(174,893.00) 3,519.00
158,827,474.46

(292,689.70)

(3,199,421.75)

(1,566,105.72)

155,628,052.71 (1,858,795.42)

15,668,379.89 (13,375,887 83)
5,633,173.25 16,211,182.24
21,201,553.14 1,835,304.61

(171,320,000.00) (458,262,000.00)

(171,320,000.00) (456,262,000.00)

5,500,605.85  (456,265490.81)
515,745.20 456,801,236.01
515,745.20

§,025,351.05

The Accounting Policies and Notes on pages 8 to 22 form an integral part of the Financial Statements.
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1.2

1.3

1.3.1

1.3.2

. ASSOCIATED CEAT HOLDINGS COMPANY (PVT) LIMITED. Paged
| NOTES TO FINANCIAL STATEMENTS
- NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

GENERAL INFORMATION

Associated Ceat Holdings Company (Pvt) Limited is a Private Limited Liability Company
incorporated under the Companies Act No. 17 of 1982 and re-registered under the Companies
Act No. 7 of 2007 (Company Reg. No. PV 6934) and domiciled in Sri Lanka. The registered office
of the Company is located at 50/2, Sir James Peiris Mawatha, Colombo 2.

The principal activity of Associated Ceat Holdings Company (Pvt) Limited is Investing.
STATEMENT OF COMPLIANCE WiTH SLFRS & LKAS

The financial statements have been prepared in accordance with Sri Lanka Financial Reporting
Standards (SLFRS) and Sri Lanka Accounting Standards (LKAS) as issued by the Institute of
Chartered Accountants of Sri Lanka. These SLFRS / LKAS have materially converged with the
International Financial Reporting Standards (IFRS) as issued by the Internationat Accounting
Standards Board (IASB).

SUMMARY OF ACCOUNTING POLICIES
Qverall Considerations

The financial statements have been prepared using the significant accounting policies and
measurement bases that are in effect as at 31 March 2019, as summarised below. These were
used throughout all periods presented in the financial statements, except for the changes arising
out of fransition to SLFRS 9 —~ Financial Instruments and SLFRS 15 — Revenue from Contracts
with Customers. The presentation and classification of financial statements of previous year are
amended, where relevant for better presentation and to be comparable with those of the current
year. An overview of standards, amendments and interpretations to SLFRS / LKAS issued but
not yet effective, and which have not been adopted early by the Company are presented in note
1.4. ,

Changes in Accounting Policies

In current financial year the Company has applied SLFRS 9 - “Financial Instruments” and
SLFRS 15 - “Revenue from Contracts with Customers” which are effective for annual periods
beginning on or after 1% April 2018, for the first time.
SLFRS 9 - “Financial Instruments”

SLFRS 9 replaces LKAS 39.

Changes to classification and measurement

SLFRS 9 requires all financial assets, except equity instruments and derivatives, to be assessed
based on a combination of the entity's business model for managing the assets and the
instruments’ cash flow characteristics in order to determine their classification and measurement,
Classification and measurement categories as per LKAS 39 for financial assets (FVTPL, HTM,

- L&R and AFS) have been replaced by, financial assets measured at amortised cost, financial
- assets measured at fair value through other comprehensive income (FVTOCI), financial assets
measqred at fair value through profit or loss (FVTPL).

___hj__ 'd'__ét'a'i!'s of recognition, classification, measurement, derecognition and impairment of the

anicial assets as per SLFRS 9, are set out in Note 1.3.7,




ASSOCIATED CEAT HOLDINGS COMPANY (PVT) LIMITED.
NOTES TO FINANCIAL STATEMENTS (CONTD.)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTD.)

1.3.2

1.3.3

1.3.4

1.3.5

Changes in Accounting Policies (Contd.)

Changes to classification and measurement (Contd.)

However, the measurement of Company's financial assets has .not been affected due to the
application of SLFRS 9 and as such, figures in comparative periods remain unchanged. The
classification of financial assets and liabilities is given in Note 16. -

Functional and presentation currency

The financial statements are presented in Sri Lankan Rupees, which is also the functional
currency of the company.

Foreign currency transactions and balances

Foreign currency transactions are translated into the functional currency, using the exchange
rates prevailing at the dates of the transactions (spot exchange rate). Foreign exchange gains
and losses resulting from the settlement of such transactions and from the remeasurement of
monetary items denominated in foreign currency at year-end exchange rates are recognised in
profit or loss.

Non-monetary items are not retranslated at year-end and are measured at historical cost
{translated using the exchange rates at the fransaction date), except for non-monetary items

measured at fair value which are translated using the exchange rates at the date when fair value
was determined.

Interest and dividends

interest income and expenses are reported on an accrual basis using the effective interest
method. Dividends are recognised at the time the right to receive payment is established.

Operating expenses

Operating expenses are recognised in profit or loss upon utilisation of the service or at the date
of their origin.

Investments in subsidiaries associates and jointly controlled entities

All investments in subsidiaries, associates and jointly controlied entities are accounted at cost.
The cost of investment is the cost of acquisition inclusive of brokerage and costs of transaction.

Dividend from a subsidiary, associate or jointly controlled entity recognise in profit or loss when
the right to receive the dividend is established.

These investments are subject to impairment testing as described in Note 1.3.6.

!mpafrment testing of lnvesiments in Subsidiaries, associates and jointly controiied
entities,

For impairment assessment purposes, assets are grouped at the lowest levels for which there
are largely independent cash inflows {cash- generating units). As a result, some assets are
tested individually for impairment and some are tested at cash-generating unit level.




. ASSOCIATED CEAT HOLDINGS COMPANY (PVT) LIMITED.
_ NOTES TO FINANCIAL STATEMENTS (CONTD.)
 NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTD.)

:"""--f'ﬁ'E.S.S impairment testing of Investments in Subsidiaries, associates and jointly contro!led
: entities. ({Contd.)

All other individual assets or cash generating units are tested for impairment whenever events or
changes in circumstances indicate that the carrying amount may not be recoverable.

An impairment [oss is recognised for the amount by which the asset's or cash generating units
carrying amount exceeds its recoverable amount, which is the higher of fair value less costs to
seill and value-in- use. To determine the value-in-use, management estimates expected future
cash flows from each cash-generating unit and determines a suitable interest rate in order to
calcuiate the present value of those cash flows. The data used for impairment testing procedures
are directly linked to the Company's latest approved budget, adjusted as necessary {o exclude
the effects of future reorganisations and asset enhancements. Discount factors are determined
individually for each cash-generating unit and reflect management's assessment of respective
risk profiles, such as market and asset-specific risks factors.

Impairment loss is charged pro rata to the assets in the cash-generating unit. All assets are
subsequently reassessed for indications that an impairment loss previously recognised may no

exceeds its carrying amount.
137 Financial Instruments

Recognition, initial measurement and derecqgnition

Financial assets and financial liabilities are recognised when the Company becomes a parly
the contractual provisions of the financial instrument and are measured initially at fair value
adjusted by transactions costs, except for those carried at fair value through profit or loss which
are measured initially at fair value. Subsequent measurement of financial assets and financial

liabilities are described below.

S e

Classification and subsequent measurement of financial assets.

For the purpose of subsequent measurement, financial assets are classified into the following
categories upon initial recognition;

- debt instruments at amortised cost
- debt instruments at fair value through other comprehensive income (FVTOCI)
- debt instruments, derivatives and equity instruments at fair value through profit and loss

(FVTPL)
- equity instruments at fair value through other comprehensive income (FVTOCH

Debt instruments at amortised cost

A financial asset is measured at amortised cost if both the following conditions are met.

S S e

- the asset is held within a business model whose objective is to hold assets to collect

. contractual cash flows; and
- — the contractual terms of the financial asset give rise on specified dates to cash flows
that are solely payments of principal and interest on the principal amount outstanding.

A’fteﬁr initial measurement, such financial assets are subsequently measured at amortised cost
. using the effective interest rate (EIR) method. Amortised cost is calculated by taking into account
“any.discount or premium on acquisition and fees or costs that are an integral part of the EIR. The

: 'mpaz_rment are recognised in the profit and loss. This category generally applies to trade and
othe 'ece_fvabtes loans and other financial assets. -

- EIR amortisation is included in finance income in the profit and loss. The losses arising from =




- ASSOCIATED CEAT HOLDINGS COMPANY (PVT) LIMITED.

' NOTES TO FINANCIAL STATEMENTS {CONTD.)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CCNTD.)

1.3.7 Financial Instruments {Contd.)

Debt instmments at FYTOCH
A fmanc:at asset is measured at FVTOC! if both the fol!ow:ng conditions are met.

: —~the ‘asset is held within a business model whose objective is achleved by both
-collecting contractual cash flows and selling financial assets; and
‘= the contractual terms of the financial asset give rise on specified dates fo cash flows
_ __ih_at are solely payments of principal and interest on the principal amount outstanding.

Debt instruments included within the FVTOCI category are measured initially as well as at each
reporting date at fair value. Fair value movements are recognized in the other comprehensive
income (OC1). However, the group recognizes interest income, impairment losses & reversals
and foreign: exchange gain or loss in the statement of profit and loss. On derecognition of the
asset, cumulative gain or loss previously recognised in OCI is reclassified from the equity to
statement ‘of profit and loss. Interest earned whilst holding FVTOCI debt instrument is reported
as mterest income using the EIR method.

Debt ins'tr'qments, derivatives and equity instruments at FVTPL
Debt instrument at FVTPL

FVTPL isa :reéidual category for debt instruments. Any debt instrument, which does not meet the
criteria for categorization as at amortized cost or as FVTOCI, is classified as at FVTPL.

In addition, the Company may elect to designate a debt instrument, which otherwise meets
amortized cost or FVTOC! criteria, as at FVTPL. However, such election is allowed only if doing
so reduces or eliminates a measurement or recognition inconsistency (referred to as ‘accounting
mismatch’). The Company has not designated any debt instrument as at FVTPL.

Debt instruments included within the FVTPL category are measured at fair value with all changes
recognized in the statement of profit and loss.

Equity investments

All equity investments in scope of SLFRS 9 are measured at fair value. Equity instruments which
are held for trading are classified as at FVTPL. For all other equity instruments, the Company
may make an irrevocable election to present subsequent changes in the fair value in other
comprehensive income. The Company makes such election on an instrument-by-instrument
basis, The classification is made on initial recognition and is irrevocable.

In case of equity instrument classiﬁed' as FVTOCI, all fair value changes on the instrument,
excluding dividends, are recognized in the OCI. There is no recycling of the amounts from OCl to
statement of profit and loss, even on sale of investment. However, the Company may transfer the

cumulative gain or loss within equity.

Equityfinstruments included within the FVTPL category are measured at fair value with all
changes recognized in the statement of profit and loss.




- ASSOCIATED CEAT HOLDINGS COMPANY {PVT) LIMITED. | Page12
'NOTES TO FINANCIAL STATEMENTS (CONTD.)

" 'NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTD.)

"4,3.7 Financlal Instruments {Contd.)

Derecognition

A financial asset (or, where applicable, a part of a financial asset.or part of a group of similar
financial assets) is primarily derecognised when the rights to receive cash flows from the asset
expires 'or the Company transfers the rights to receive the contractual cash flows in a transaction
in which substantially all the risks and rewards of ownership of the financial asset are transferred
or the Company neither transfers nor retains substantially all the risks and rewards of the asset,
but transfers control of the asset.

When the Company transfers a financial asset, it evaluates if and to what extent it has retained
the risks and rewards of ownership. When it has neither transferred nor retained substantially all
of the risks and rewards of the asset, nor transferred control of the asset, the Company continues
to recognise the transferred asset to the extent of the Company’s continuing involvement. In that
case, the Company also recognises an associated liability. The transferred asset and the
associated liability are measured on a basis that reflects the rights and obligations that the
Company has retained.

lmpairi‘hent of financial assets

The Compény follows 'simplified approach’ for recognition of impairment loss allowance on Trade
Receivables.

== The application of simplified approach does not require the Company to track changes in credit
risk. Rather, it recognises impairment loss allowance based on lifetime expected credit losses
(ECLs) at each reporting date, right from its initial recognition.

For recognition of impairment loss on other financial assets and risk exposure, the company
determines that whether there has been a significant increase in the credit risk since initial
recognition. If credit risk has not increased significantly, 12-month ECL is used to provide for
impairment foss. However, if credit risk has increased significantly, lifetime ECL is used. if, in a
subsequent period, credit quality of the instrument improves such that there is no longer a
significant increase in credit risk since initial recognition, then the entity reverts to recognising
impairment loss allowance based on 12-month ECL.

Lifetime ECL are the expected credit losses resulting from all possible default events over the
expected fife of a financial instrument. The 12-month ECL is a portion of the lifetime ECL which
results from default events that are possible within 12 months after the reporting date.

As a practical expedient, the Company uses a provision matrix to determine impairment loss
allowance on portfolio of its trade receivables. The provision matrix is based on its historically
observed default rates over the expected life of the trade receivables and is adjusted for forward-
looking estimates. At every reporting date, the historical observed default rates are updated and
changes in the forward-looking estimates are analysed.

Classification and subsequent measurement of financial liabilities
The Company classifies financial liabilities as described below:

- Financial liabilities at fair value through profit or loss (FVTPL)
- Financial liabilities at amortised cost

The subsequent measurement of financial liabilities depends on their classification,
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ASSOCIATED CEAT HOLDINGS COMPANY (PVT) LIMITED.

NOTE 1 - SUMMARY OF SIGNIFICANT AGCOUNTING POLICIES (CONTD.)

o L Pa_gé'i’s

Financial instruments (Contd.)

Financial liabilities at FYTPL

Financial liabilities at fair value through profit and loss include financial liabilities hél.d"'for:- “Er.a_iéil'ingﬂ-_
and financial liabilities designated upon initial recognition as at fair value through profitand foss..

Gains or losses on liabilities held for trading are recognised in the profit and loss.
The Company has not designated any financial liability as at fair value through profit and loss.

Financial liabilities at amoriised cost

The financial liabilities which are not designated at FVTPL are classified as financial liabilities at
amortised cost.

After initial recognition, such financial liabilities are subsequently measured at amortised cost
using the EIR method. Amortised cost is calculated by taking into account any discount or
premiumn on acquisition and fees or costs that are an integral part of the EIR.

The EIR amortisation is included as finance costs in the statement of profit and loss. Gains and
losses are recognised in profit and loss when the liabiliies are derecognised as well as through
the EIR amortisation process.

Derecognition

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

Reclassification of financial assefs and liahilities

Financial assets are not reclassified subsequent to their initial recognition, except and only in
those rare circumstances when the Company changes its objective of the business model for
managing such financial assets which may include the acquisition, disposal or termination of a
business line.

Financial liabilities are not reclassified as such reclassifications are not permitted by SLFRS 9.

Offsetting of financial instruments

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

simultaneously.
Income Taxes

Tax expense recognised in profit or loss comprises current tax not recognised in other

comprehensive income or directly in equity. R
'\‘.\{}P”Pﬂ ﬁ:,»nﬁ{.ﬁi; B G
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" ASSOCIATED CEAT HOLDINGS COMPANY (PVT) LIMITED.

NOTES TO FINANCIAL STATEMENTS (CONTD.)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTD.)

1.3.8

1.3.9

1.3.10

1.3.11

1.3.12

Income Taxes (Contd.)

Current income tax assets and/or liabilities comprise those obligations to, or claims from, the
Department of Inland Revenue relating to the current or prior reporting periods, that are unpaid at
the reporting date. Current tax is payable on taxable profit, which differs from profit or loss in the

financial statements. Calculation of current tax is based on tax rates and tax laws that have been
enacted or substantively enacted by the end of the reporting period.’

Caéh’ & Cash Equivalents

Caéhf a'_nd_i.cash equivalents comprise cash on hand and demand deposits, together with other
short-term, highly liquid investments that are readily convertible into known amounts of cash and
which are subject to an insignificant risk of changes in value.

Equify',_ R‘e_éerves and Dividend Payments

Stated capital represents the actual value of shares that have been issued.

Retaihed éamings includes all current and prior period retained profits.

Dividen'd.'-_'distributions payable to equity holders are included in other liabilities when the
dividends have been approved in a general meeting prior to the reporting date.

Provi‘sibns,'contingent assets and contingent liabilities

Provisidr{s'_'for legal disputes, onerous contracts or other claims are recognised when the
Company has a present legal or constructive obligation as a resuit of a past event, it is probable
that an outflow of economic resources will be required from the Company and amounts can be
estimated reliably. Timing or amount of the outflow may still be uncertain.

Provisioné 'é.re not recognised for future operating losses.

Signifi’cént management judgement in applying accounting policies and estimation-
uncertainly

When preparing the financial statements, management undertakes a number of judgements,
estimates and assumptions about the recognition and measurement of assets, liabilities, income

and expenses.
Estimation uncertainty

information about estimates and assumptions that have the most significant effect on recognition
and measurement of assets, labilities, income and expenses is provided below. Actual results
may be substantially different.

Impairment

In assessing impairment, management estimates the recoverable amount of each asset or cash-
generating units based on expected future cash flows and uses an interest rate to discount them.

Estimation uncertainty relates to assumptions about future operating results and the

determination of a suitable discount rate.




 NOTES TO FINANCIAL STATEMENTS (CONTD.)

| ASSOCIATED CEAT HOLDINGS COMPANY (PVT) LIMITED.

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTD ')-.

1.3.12 Significant management judgement in applying accounting pohcse_ _
uncertamiy {Contd.}

e Fair value of financial Instruments

Management apply valuation techniques to determine the fair va[ue of fmancaat mstrumen
where active market guotes are not available. This requires management to develop gstimates
and assumptions based on market inputs, using observable data that market participants wouid'*_' '
use in pricing the instrument. Where such data is not observable, management uses its best -
estimate, Estimated fair values of financial instruments may vary from the actual prices that -
would be achieved in an arm’s length transaction at the reporting date. :

1.4 New'A'cc'ounting Standards issued but not effective as at the Reporting Date

Céftain _n'ew accounting standards and amendments / improvements to existing standards .have
been published, that are not mandatory for 31st March 2019 reporting period. None of those
have been early adopted by the Company.

Sri Lan'ka Accounting Standard - SLFRS 16 on “Leeses”

SLFRS 16 requires lessees to recognise assets and liabilities for all leases unless the lease term
is 12 months or less or the underlying asset has a low value even though lessor's accounting
remains similar to current practice. This replaces: Sri Lanka Accounting Standard LKAS 17

== eases’, IFRIC 4 “Determining whether an Arrangement Contains a Lease”, SIC 15 "Operating
Leases - Incentives”; and SIC 27 “Evaluating the substance of Transactions Involving the Legal
form of a Lease”. Earlier application is permitted for entities that apply SLFRS 15 "Revenue from
Contracts with Customers”.

SLFRS 16 is effective for annual reporting periods beginning on or after 1 January 2019.
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- {Allamounts in Sri Lanka Rupees)

. NOTES TO FINANCIAL STATEMENTS (CONTD.)

Value

| 31032019 | 31032018
NOTE 2 - INVESTMENT IN JOINT VENTURE

© Ceat Kelani Holdings (Pvt) Ltd. (10,000,000 Ordinary Shares) 100,000,000.00  100,000,000.00.
100,000,000.00  100,000,000.00 -

investment recorded at cost .
Invesment in Joint Venture represents the 50% holding in Ceat Kelani Holdings (Pvt) Ltd, a Company
incorporated in Sri Lanka to acquire shares of Associated Ceat (Pvt) Ltd, Ceat Kelani International Tyres (Pvt)
Lid and Ceat Kelani Radials (Pvt) Lid.

NOTE 3 - INVESTMENTS IN RELATED COMPANIES

‘ Value
| 31032019 | 31.03.2018
Associated Ceat (Pvt) Ltd. {1 Ordinary Share) 10.00 10.00
Ceat Kelani Radials (Pvt) Lid. (1 Ordinary Share) 10.00 10.00
Ceat Kelani International Tyres (Pvt) Ltd. (1 Ordinary Share) 10.00 10.00

30.00 30.00




ASSOCIATED CEAT HOLDINGS COMPANY (PVT) LIMITED.

(Al amounts in Sri Lanka Rupees)

| NOTES TO FINANCIAL STATEMENTS (CONTD.)

NOTE 4 - INCOME TAX REFUND DUE [ (PAYABLE)

Balance as at 1st April
Provision made during the year
Under provision in respect of previous year

Add: Notional Tax
Income Tax paid

Baiance as at 31st March

" NOTE 5 - SHORT TERM INVESTMENTS

Investments in REPOs

NOTE 6 - CASH & CASH EQUIVALENTS

Commercial Bank, Foreigh Branch - A/C No. 1030026017
fnvestments in REPOs

NOTE 7 - STATED CAPITAL

Number of Ordinary Shares Issued & Fully Paid

Stated Capital on 31st March

31.03.2019

(2,708,661.28)
(1,577,288.51)

. Paget7

31.03.2018°

11,110.31

(4,259,134.00)
(26,743.31)

(4,285,949.79) (4,274,767.00) | :
67,083.75 1,521,698.72
3,132,358.00 44,507 .00

{1,086,528.04)

(2,708,661.28)

15,568.379.89

- 15,568,379.89

962 885.29 515,745.20
5.082,465.76 -

6,025,351.05 515,745.20

10,000,000 10,000,000

100,000,000  100,000,000.00

The total amount received by the company or due and payable to the Company in respect of the issue of

shares are referred to as "Stated capital”™.
NOTE 8 - OTHER PAYABLES

Audit Fees & Accounting fees Payable

368,540.18

281,1556.60

366,540.18

281,165.60

:_Ali amounts are short term. The carrying values are considered to be a reasonable approximation of fair value.

- NOTE 9 - AMOUNT DUE TO RELATED PARTY

 Associated Ceat (Pvt) Ltd

174,893.00. L

174,893.00




. Audit Fees

"ASSOC!ATED CEAT HOLDINGS COMPANY (PVT) LIMITED.
(A1l amounts in Sri Lanka Rupees}

'NOTES TO FINANCIAL STATEMENTS (CONTD.)

'NOTE 10 - REVENUE
'Dividend Received (Net)

34.03.2019

159,320,000.00

 pagets

31.03.2018

NOTE 41 - FINANCE INCOME

Intarest on REPOs

NOTE 12 - PROFIT BEFORE TAXATION

Is stated after charging all expenses including :

- NOTE13- TAXATION

Reconciliation between Accounting Profit and Taxable Profit is given below

| Accounting Profit
2 Less: Income not liable to Tax - Dividend Income
: Interest Income

{158,320,000.00
(5,633,173.25)

159,320,000.00 .
563317325 15211,192.24
5633173.25  15211,192.24.

56,773.20 51,612.00

164,560,156.13  14,849,767.94

(16.211,192.24) -

N Adjusted Business Profit / (Loss)

(393,017.12)

(361,404.30) .

o
Interest income

15.211.192.24

Taxable Income

Income Tax @ 28%
Under Provision in respect of previos year
Deferred Tax

Total Tax

5.633,173.25 |
563317825 1521119224
1,577,288.51 4,250134.00

. 26.743.31
1677 288.51 4285877.31

NOTE 14 - EARNINGS PER SHARE

The basic Earnings per Ordinary Share is calculated by dividing the profit for the year attributable to Ordinary
Shareholders by the weighted average number of Ordinary Shares outstanding on Batance Sheet date. '

Net Profit attributable to Ordinary Shareholders (Rs.)

31.03.2018

Weighted Average Number of Ordinary Shares

Earnings per Share (Rs.)
NOTE 15 -DIVIDEND PAID
" Dividend Paid during the year

First Interim Dividend
Second I’nte'_r’_i'm Dividend

15.1

34,03.2019
162,082,867,62 _ 10,563,910.63
10,000,000 . . 10,000,000
16.30 -1_:0"_6':-';'-'5_ :
159.320,000.00  456,262,000.00

12,000.000.00

171,320,000.00

456,262,000.00

18.2

17.13




ASSOCIATED CEAT HOLDINGS COMPANY {PVT) LIMITED.
{All amounts in 8ri Lanka Rupees)

NOTES TO FINANCIAL STATEMENTS (CONTD.)

NOTE 16 - FINANCIAL ASSETS AND LIABILITIES

The carring amounts of Financial Assets and Financial Liabilities in each category are as follows.

. 31st March 2019

Financial assets
" Short Term Investments
Cash at Bank & in hand

Financial Liabilities
- Trade & Other Payables
Amounts Due to related party

31st March 2018
Financial assets
Short Term Investments
Cash at Bank & in hand

Financial Liabilities
Trade & Other Payables
Amounis Due to related party

Debt
Derivatives and Debt Debt
Equity Instruments - Instruments
at FVTPL at FVYTOCI at Amortised Cosi Total
Rs. Rs. Rs. Rs.
- - 6,025,351.05 6,025,3‘_51.05
- - 6.025,351.05  6,025,351.05
Liabilities Liabilities
at FVTPL at Amortised Cost Total
Rs. Rs. Rs.
- 356,540.18 356,540.18
- 356,540.18 356,540.18
Debt
Derivatives and Debt Debt
Equity Instruments Instruments
at FVTPL at FVTOCI at Amortised Cos! Total
Rs. Rs. Rs. Rs.
- - 15,568,379.89 15,668,379.89
- - 515,745.20 515,745.20
- - 16,084,125.09 16,084,125.09
Liabilities Liabilities
at FVTPL at Amortised Cost Total
Rs. Rs. Rs.
- 281,155.60 281,155.60
- 174,893.00 174,893.00
- 456,048.60 456 .048.60




ASSOCIATED CEAT HOLDINGS COMPANY (PVT) LIMITED.
{All amounts in Srl Lanka Rupees)

NOTES TO FINANCIAL STATEMENTS (CONTD.)

NOTE 17 - RELATED PARTY TRANSACTIONS

Mr. AV. Goenka, Mr. P.K. Chowdhary, Mr. A. Banerjee, Mr, Tilak De Zoysa, Mr.Ravi Atmaram Dadlani & Mr, Arindam Chakrabarti were SR
Directors of the Company during the year. The following Directors of the Company were also Directors of the related compenies as . .
indicated below. :

Ceat Kelani _ S
Ceat Associated International  Ceat Kelani Asian Ceat
Kelani Radials Ceat Tyres {(Pvl) Holdings Tyres Lid..
{(Pvt) Ltd. {Pvi) Lid. Ltd. {Pvt) Lid, {Pvi} Lid. © india
{CKR) (ACPL) {CKITL}) (CKH) {ATL)
Mr. A, V. Goenka o < wf wf «i +
Mr. P.K. Chowdhary - - - + - \f
Mr. A. Banerjee + V' Y v o Y
Mr. Tilak de Zoysa - \1' iV o . .
Mr. Ravi Atmaram Dadlani i + v + -
Mr. Arindam Chakrabarti + v + + Y -
Details of significant Related Party transactions are as follows °
CKH CKR ACPL, CKITL Ceat
Lid,
india
For the year ended 31.03.201%
- Dhvidend Received 159,319,964.83 16.56 5.16 13.45 -
Dividend Paid - - - - 171,320,006.00
Far the year ended 31.03.2018 ¥
Dividend Recelved - - - - “
Dividend Paid - - - - 456,262,000.00
Balance as at Balance as at
Related Party Balances 31.03.2019 31.03.2018
Due to Due to
Associated Ceat (Pvt) Ltd : g - 174,893.00

Trasactions with Key managerial Personnei
Key managerial Personnel include members of the Board of Directors of the Company.

There were no transactions with Key managerial Personne! and their close family members during the year,
No remuneration was paid to Key Managerial Personnel,
NOTE 18 - CONTINGENT LIABILITIES

There were no Contingent Liabilities as at the reporting date, which would require adiustments to or disclosure in the Financial Slatements.

NOTE 19 - CAPITAL COMMITMENTS

There were no material capital commitments which have been approved or contracted for as at the reporting date.

NOTE 20 - EVENT QCCURRING AFTER THE REPORTING DATE

No circumstence have arisen since the reporting date which require adjustment fo or disclosure in the Financial Staterments.
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NOTES TO FINANCIAL STATEMENTS (CONTD.)
NOTE 21 - CAPITAL MANAGEMENT POLICIES AND PROCEDURES

The capital is managed by the Company in a way that it is able to continue as a going concern while maximising'
returns to shareholders.

The capital structure of the Company consists equity attributable to equity holders of the Company comprismg of
issued capital and retained earnings. .

NOTE 22 - FINANCIAL INSTRUMENT RISK

The Company is exposed to various risks in relation to financial instruments. The Company's financial assets and
fiabilities by category are summarised in Note 16. The main types of risks are market risk credit risk and liquidity
risk.

The Company's risk management is coordinated at its Group level, in close cooperation with the Board of
Directors, and focuses on actively securing the Company's short to medium term cash flows by minimising the
exposure to financial markets. '

The Company does not actively engage in the trading of financial assets for speculative purposes. The most
significant financial risks to which the Company is exposed are described below.

Interest rate risk

At 3] March, the Company is exposed to changes in rharket interest rates through short term interest bearing
deposits at variable interest rates.

The following table illustrates the sensitivity of profit to a reasonably possible change in interest rates of +/-1% .
These changes are considered to be reasonably possible based on observation of current market conditions.
The calculations are based on a change in the average market interest rate for the year, and the financial
instruments held at reporting date that are sensitive to changes in interest rates. All other variables are held
constant.

Profit for the year Equity
+1% A% +1% A%
31st March 2019 75, o 50,624.66 (50,624.66) 50,624.66 (50,624.66)
Profit for the year Equity
+1% A% +1% 1%
31st March 2018

165,683.80 (165,683.80) 155,683.80 (1565,683.80)

Price risk

The risk that the fair value or future cash flows of a financial instrument will fluctuate because of change in -
market prices {other than those arising from interest rate risk or currency risk), whether those changes are
caused by factors specific to the individual financial instrument or its issuer, or factors affecting all similar -
financial instruments traded the market.

The Company has no equity investments which can give exposure to price risk.
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'NOTES TO FINANCIAL STATEMENTS (CONTD.)
NOTE 22 - FINANCIAL INSTRUMENT RISK {CONTD.)
. Credit Risk

The risk that one party to a financial instrument wilf cause a financial loss for the other party by failing to
discharge an obligation. o

The Company is potentially exposed to concentration of credit risk from its financial assets which comprise
principally bank balances & Short Term Investments. The Company’s bank accounts are placed with high credit
quality financial institutions. The company's maximum exposure {o credit risk is limited to the carrying amount of
financial assets recognized at 31st March, as summarized bellow, .

31.03.2019 31.03.2018
Classes of financial assets - carrying amounis;
Short Term investments : - 15,568,379.88
Cash and cash equivalents 6,025,351.05 515,745.20

6,025,351.05 16,084,125.09

Liguidity Risk
The risk that an entity will encounter difficulty in meeting ebligations associated with financial liabilities.
R
The Company's management monitors liquidity requirements on a regular basis and ensures that sufficient funds
are available to meet any future commitments. The Company manages liquidity risk by maintaining adequate

reserves, banking facilities and borrowing facilities by continuously monitoring forecast and actual cash flows.
The analysis of financial liabilities based on their maturities, is as follows

Current Non Current
Within 8 6-12 1-5 Laterthan
months months years 5 years
31st March 2019
Other payables 356,540.18 - - -
Amount due to Related Party - - . -
356,540.18 - - -
Current Non Current
Within 8 6.-12 1-8 Laterthan
months months years § years
31st March 2018
Other payables 281,155.60 - - -
Amount due to Related Party 174,893.00 - - ~

456,048.60 - - -
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“-. Name of the Component: Associated Ceat Holdings Company (Pvt) Ltd
Year End: March 31, 2019
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Report of the auditors of Associated Ceat Holdings Company (Pvt) Ltd, to SRBC & CO LLP, auditors of CEAT Limited (CEAT)

As requested in your instructions dated March 25, 2019, we have audited the accompanying Group Reporting package of Associated
Ceat Holdings Company (Pvt) Ltd (“the Company”), which comprise the Statement of Financial Position as at March 31 2019, the
Statement of Profit and Loss, including the statement of Other Comprehensive Income, the Cash Flow Statement and the Statement
of Changes in Equity for the year then ended, and notes toGroup Reporting package, including a summary of significant accounting
policies and other explanatory information. This financial information has been prepared solely to enable CEAT Limited to prepare ifs
consolidated financial statements,

Opinion

In our opinion and to the best of our information and according to the explanations given to us, the aforesaid Group Reporting
package give a true and fair view as per CEAT Accounting policies and manual which is based on the Indian Accounting Standard (IND
AS}) as at March 31, 201g, its profitfioss including other comprehensive income its cash flows and the changes in equity for the year
ended on that date.

Basis for Opinion

We conducted our audit of the Group Reporting package in accardance with the International Standards on Auditing (I5As}). Qur
responsibilities under those Standards are further described in the ‘Auditor's Responsibilities for the Audit of the Group Reporting
package’section of our report. We are independent of the Company in accordance with the ethical requirements required as per iSAs
that are relevant to our audit of the Group Reporting package andl we have fuffilled our other ethical responsibilities in accordance
with these requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion on the Group Reporting package.

Responsibilities of Management for the Group Reporting package

The Company’s Board of Directors is responsible for the preparation of these Group Reporting package that give a true and fair view
of the financial position, financial performance including other comprehensive income, cash flows and changes in equity of the
Company in accordance with the CEAT Accounting policies and manual which is based on the Indian Accounting Standard (IND AS).
This responsibility also includes maintenance of adequate accounting records in accordance with the CEAT Accounting policies and
manual which is based on the Indian Accounting Standard (IND AS} for safeguarding of the assets of the Company and for preventing
and detecting frauds and other irregularities; selection and application of appropriate accounting policies; making judgments and
estimates that are reasonable and prudent; and the design, implementation and maintenance of adequate internal financial controls,
that were operating effectively for ensuring the accuracy and completeness of the accounting records, relevant to the preparation and
presentation of the Group Reporting package that give a true and fair view and are free from material misstatement, whether due to
fraud or error.

in preparing the Group reporting package, management is responsible for assessing the Company’s ability to continue as a going

cancern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless
management either intends to liquidate the Company or to cease operations, or has no realistic alternative but to do so.

Those Board of Directors are also responsible for overseeing the Company's financial reporting process.
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Auditor's Responsibilities for the Audit of the Group Reporting package

Our objectives are to obtain reasonable assurance about whether the Group Reporting package as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable assurance is a high
level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs will always detect a material misstatement

when it exists. Mtsstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they could - .

reasonably be expected ta mﬂuersce the economsc decisions of users taken on the basis of these Group Reporting package.

As part of an audit in accordance wnth ISAs, we exercise professional judgment and maintain professional skepticism throughout the
audit, We also: o

» |dentify and assess the rssks of mater;ai mlsstatement of theGroup Reporting package, whether due to fraud or error, design

and perform audit procedures respon othose risks, and obtain audit evidence that is sufficient and appropriate to provide a

" basis for our opinion. The risk of not detectmg a material misstatement resulting from fraud is higher than for one resulting from
g error as fraud may involve co!fusnon forgery, sntentxonaE omissicns, risrepresentations, or the ovemde of internal control.

Obtaman understanding of snternal-.c' "n't _ evant to the audit in order to design audit procedures that are appropriate in the
Ctrcumstances, but not for the purpose of expressmg an opinion on the effectiveness of the Company's internal control.

: Evaiuate “the appropriateness of acco _:tmg pohcles used and the reasonableness of accounting estimates and related
disclosures made by management '

Conclude on the appropnateness of man gen _ents use of the going concern basis of accounting and, based on the audit
evidence obtained, whether a mater:a! unce 13 n{y axists related to events or conditions that may cast significant doubt on the
Company’s ability to continue as a gomg concem ‘i we conclude that a material uncertainty exists, we are required to draw
attention in our auditor's report to the reiated d;sclosures in the Group Reporting packageor, if such disclosures are inadequate,
to modify our opinion. Our conciusuons 'are based on the audit evidence obtained up to the date of our auditor's report.
However, future eventsor cond:trons-may cause the Company to cease te continue as a going concern.

o Evaluate the overall presentatlcm, struc“ture and content of the Group Reporting package, including the disclosures, and
~wwhether the Group Reporting: package represent the ungeriytng transactions and events in a manner that achieves fair
Presentatloa ' G

We communicate with those charged wrth 90 nance regardmg, among other matters, the planned scope and timing of the audit
and significant audnt fi indings, mctudsng any srgmfscant deﬁczencses in internal control that we identify during our audit.

We also provide those charged thh governance wzth 2 ‘statement that we have camplied with relevant ethical requirements
regarding independence; and to communicate: with them all relationships and other matters that may reasonably be thought to bear
on our independence, and where applicable, reEa_t_ed safequards.

Restriction on Use and Distribution

This report is intended solely for the information and use of 5 R B C & CO LLP in conjunction with the audit of the consolidated
financial statements of CEAT Limited and should not be used by or distributed to, anyone for any other purpose. If you have any
questions on this report, please contact us,

06th May 2019

U
RLRB&\Z N,

ingham
Kreston MNS & Co,
Chartered Accountants,

SriLanka
$03-AssCeatHolGroupReport2019-C9




$0C!ATED CEAT HOLDINGS COMPANY (PVT) LIMITED.
Ail amounts in Sri Lanka Rupees}

:TATEMENT OF FINANCIAL POSITION AS AT
B Note

ASSETS

‘Non - Cusrent Assets
Investment in Joint Veniure 2
{nvesiment in Related companies 3

“7 Current Assets

2 Income Tax Refund Due 4
w1 Dividend Receivabie

w7 Bank balances other than cash and cash

equivalents 5

Cash & cash equivalents 6

Total Assets

EQUITY AND LIABILITIES

Equity

Stated Capital 7
‘Capiial Reserve

Retained Earnings

Total Equity

Current Liabilities

Armount due to Related Company

income Tax Payable 4
Other Payables 8
Divider}g Payable

Total Equity & Liabilities

Notes forming part of the Accounts

signed for and on behalf of the Board of Directors.

For Kreston M.N.S. & {o.,
Chartered Accountants

LC.%\»E Wanse

Partner

Group

31.03.2018

3,518,709,828
36

31.3.2018

3,169,139,169
30

31.03.2017
{Restated)

2,508,011,235
30

3,516,700,858

3,168,139,198

2.608,011,265

- - 11,110
5,062,466 15,568,380 2,192,492
962,885 515,745 456,801,236
6,025,351 16,084,125 459,004,839

3,522,735,209

3,185223,324

3,067,016,104

100,000,000 100,000,000 100,000,000
27,200,000 27,200,000 27,260,000
3,394,092,141 3,064,858 614 2,929,42877C
3,521,292,141 3,182,058,614 3,066,626,770
- 174,883 171,374

1,086,528 2,708,661 -
356,540 281,156 215,960
1,443,068 3,164,710 387,334

3,5622,735,209

3,185,223,324

3,067,016,104

Ravi {

Managing Director
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= {All amounts in Sri Lanka Rupees)

- STATEMENT OF COMPREHENSIVE iNCOME

FOR THE PERIOD ENDED
Mote

Revenug g

Administrative Expenses
Other Operating Expenses

Operating Profit

Finance Inome 10
Profit / (Loss) before change in value of investments

Share of Profit from Joint Venture

Profit before Tax 1
Taxation 12

Profit for the period
Share of Cther Comprehensive Income from Joint Venture

Actuarial gain / {ioss) on Retirement Benefit Plan Assets & Obligation
Tax on actuariai gain / (Ioss) on Retirement Benefit Obligation

Total Comprehensive income for the period

Earnings per Share 13
Dividend per Share 14
Notes forming part of the Accounts

signed for and on behalf of the Board of Directors.

Arin akrabarti

Chief Financial Officer /Director

For Kreston M.N.S. & Co.,
Chartered Accountants

Pariner

Group
31.03.2019 31.3.2018 31.03.2017
{Restated)
{392,367} (357,017} (361,912}
(650) (4,387} {4,482)
(383,017) (361,404) (366,394)
5633173 15,211,192 213,880
5,240,156 14,849,788 (152,513)
656,508,335 702,164,356 908,604,463
661,748,491 717,014,144 808,451,949
{152,070,013) (150,621,009 (285,905,682}
509,678,479 566,393,135 623,546,267
1,044,263 6,885,217 16,737,568
(169,215) {1,586,508) (1,281,499)
875,048 5,288,709 15,456,069
510,553,527 571,691,844 639,002,336
50.97 56.64 62.35
17.13 4563 36.54

Managing Diretor




ASSOCIATED CEAT HOLDINGS COMPANY (PVT) LIMITED.
{All amounts in Srl Lanka Rupees)

STATEMENT OF CHANGES IN EQUITY - GROUP

Stated Retained Revaluation Capital
Capital Earnings Surples Reserve Total
Balance as at 31st March 2017 100,000,000 2938428770 - 27,206,000 3,068 628770
Dividends - (456,262,000} B - {456,262,000)
Transactions with cwners - {456,262,000) - - (456 ,262,000)
Profit for the year - 566,393,135 - - 566,353,135
Other Comprehensive Income for the year 5,298,708 5,298,709
Total Comprehensive Income for the year - 571,691,844 S = - 571,691,844
Balance as at 31st March 2018 100,000,000 3,054,858.614 . 27,200,000 3,182,058,614
Dividends - {171,320.000) - - (171,320,000}
Transactions with owners - (171,520,000} - - (171,320,000}
Profit for the year - 509,678,478 - - 500,678.479
Other Comprehensive Income for the ysar 875,048 - 875,048
Total Comprehensive income for the year - ' 510,553,527 - - 510,653,527
§ Balance as at 31st March 2018 $00,000,000 3,384,082,141 - 27,200,000 3,5-21,292,141

Capital redemption reserve fund represents the amount set aside on redemption of shares in Subsidiaries of the Joint Venture.

A




ASSOCIATED CEAT HOLDINGS COMPANY (PVT) LIMITED.
{All amounts in Sri Lanka Rupees}

STATEMENT OF CASH FLOW FOR THE YEAR ENDED
Note

CASH FLOWS FROM OPERATING ACTIVITIES

Profit before Taxation

Adjusiments for:

Share of Profit from Joint Venture

Interest Income 10

Operating Profit before working Capital Changes

Adjustments for Working Capitai Changes

Increase / (Decrease) in Other Payables 8
Increase / {Decrease) in Other Receivables

Increase / {Decrease} in Amount due to Reiated Company

Cash generated from Operations

Dividend Paid 14
Tax Paid 4

Net Cash from Operating Activities

CASH FLOW FROM INVESTING ACTIVITIES

interest Received 10
Investment in Short Term Deposits 5
.Dividend Received

Net Cash Generated from Investing Activities

Increase / (Decrease) in Cash & Cash Equivalents
Cash & Cash Equivalents at the beginning of the year

‘Cash & Cash Equivalents at the end of the y 8

i

_ Group
31.03.2019 31.3.2018 31.03.2017
661,748,491 717,014,144 909,451,949
(656,508,335) (702,164,3586) {909,604,463)
{(6,6833,173) {15,211,182) (213,880)
(383,017} (361,404) (366,394)
75,385 65,196 100,520
(174,893} 3,519 150,728
(492,526} (292,690} {115,148}
{171,320,000) (456,262,000) {365,425,000)
{3,199,422) {1,566,1086) {49,868)
(175,011,947) {458,120,795) {365,590,012)
5,633,173 15,211,192 213,880
10,505,914 (13,375,888) (192,492)
159,320,000 - 821,900,082
175,459,087 1,835,305 821,921,470
447,140 (456,285,491} 456,331,458
515,745 456,801,238 469,778
962,885 515,745 456,801,236
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ASSOCIATED CEAT HOLDING

Notes to financial statements for the yéér-ende___ Ma

Corporate Information

Company

Associated Ceat Holdings Company (Pvt) Lid is a Private Limited Liability Company incorporated -
under the Companies Act No. 17 of 1982 and re-registered under the Companies Act No. 7 of 2007
(Company Reg. No. PV 6934) and domiciled in Sri Lanka. The registered office of the Company is
located at 50/2, Sir James Peiris Mawatha, Colombo 2. :

The principal activity of the Associated Ceat Holdings Company (Pvt) Ltd is Holding investments,

Group

The consolidated Financial Statements of the Group for the year ended 31¥ March 2019 include the
Company and its Joint Venture Ceat Kelani Holdings (Pvt) Ltd (together referred to as the “Group” and
individually as “Group entities”)

The principal activity of Ceat Kelani Holding (Pvt) Limited (Joint Venture) is Investing and principal
activities of fully owned subsidiaries of Joint Venture are as follows :

Name of Subsidiary Principal Activities

Associate-d Ceat (Pvt) Lid * Manufacturing of Pneumatic Tyres

Ceat Kelani International Tyres (Pvt) Ltd Manufacturing of Pneumatic Tyres & Flaps and.
' buying & selling Tyre, Tube, Flap

Ceat Kelani Radials (Pvt) Ltd Manufacturing of Pneumatic Tyres

Further CKITL formed a folly owned subsidiary Asian Tyres (Pvt) Ltd to manufacture radial tyres.
Kelani Tyres PLC and Associated Ceat Holding Company (Pvt) Ltd are the Joint Holding Companies
of Ceat Kelani Holdings (Pvt) Ltd. (Joint Venture) ,




ASSOCIATED CEAT HOLDINGS COMPANY (PVT) LTD

Notes to financial statements for the year ended March 31, 2019.

2.
(A)

B

Summary of significant Accounting Policies
Basis of Accounting and preparation of Financial Statements

The financial statements of the Company have been prepared in accordance with Indian Accounting
Standards (Ind AS) notified under the Companies (Indian Accounting S}andards) Rules, 2015.

These financial statements have been prepared on a historical cost basis. &
Basis of consolidation
Group

The Group financial statements comprise the Company and its interest in its Joint Venture Ceat Kelani
Holdings (Pvt) Ltd (CKHPL).

The details of the group companies are as follows:

Name of Company Holding Interest
31.03.2019  31.03.2018

Ceat Kelani Holdings (Pvt) Ltd (Joint Venture). 50.00% 50.00%
Subsidiaries of Ceat Kelani Holdings (Pvt) Ltd are given

billow,

Associated Ceat (Pvt) Ltd. : 99.99% 00.99%
Ceat Kelani International Tyres (Pvt) Ltd. 99.99% 99.99%
Ceat Kelani Radials (Pvt) Ltd. 89.99% 99.99%
Subsidiaries of Ceat Kelani International

Tyres (Pvt) Litd

Asian Tyres (Pvt) Lid 100% 100%

Joint arrangements

Investments in joint arrangements are classified as either joint operations or joint ventures depending on
the contractual rights and obligations of each investor. Company has assessed the nature of its joint
arrangement and determined it to be a joint venture. Joint ventures are accounted for using equity

method,

Under the equity method of accounting, interests in joint ventures are initially recognized at cost and
adjusted thereafter to recognize the group’s share of the post-acquisition profits or losses and
movements in their comprehensive income. When the group's share of losses in a joint venture equals
or exceeds its interests in the joint venture (which includes any long-term interests that, in substance,
formpart of the group's net investment in the joint venture), the group does not recognise further
{osses, unless it has incurred obligations or made payments on behalf of the joint ventures.

Unrealised gains on transactions between the group and its joint venture are eliminated to the extent of
group's interest in the joint venture. Unrealised losses are also eliminated unless the transaction

Y provides evidence of impairment of the asset transferred.
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- ASSOCIATED CEAT HOLDINGS COMPANY (PVT) LTD

. Notes to financial statements for the year ended March 31, 2019.

Current versus non-current classification:

The Company presents assets and liabilities in the Statement of Financial Position based on current/
non-current classification. An asset is treated as current when it is:

Expected to be realised or intended to be sold or consumed in normal operating cycle
Held primarily for the purpose of trading ' '

Expected to be realised within twelve months after the reporting period, or

Cash or cash equivalent unless restricted from being exchanged or used to settle a liability
for at least twelve months after the reporting period

a & @ @

All other assets are classified as non-current.
A liability is current when:

It is expected to be settled in normal operating cycle

It is held primarily for the purpose of trading

It is due to be settled within twelve months after the reporting period, or

There is no unconditional right to defer the settlement of the liability for at least twelve
months after the reporting period

e @ 8 @

The Company classifies all other liabilities as non-current.
Deferred tax assets and liabilities are classified as non-current assets and liabilities.

The operating cycle is the time between the acquisition of assets for processing and their realisation in
cash and cash equivalents. The Company has identified twelve months as its operating cycle.

Borrowing Cost

Borrowing costs directly attributable to the acquisition, construction or production of an asset that
necessarily takes a substantial period of time to get ready for its intended use or sale are capitalised as
part of the cost of the asset. All other borrowing costs are expensed in the peried in which they occur.
Borrowing costs consist of interest and other costs that an entity incurs in connection with the
borrowing of funds. Borrowing cost also includes exchange differences to the extent regarded as an
adjustment to the borrowing costs,

Revenue Recognition

The specific recognition criteria described below must also be met before revenue is recognised.
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' ASSOCIATED CEAT HOLDINGS COMPANY (PVT) LTD

" Notes to financial statements for the year ended March 31, 2019.

Revenue Recogaition (Contd.)

Interest income:

For all debt instruments measured either at amortised cost or at fair value through other comprehensive
income, interest income is recorded using the effective interest rate (EIR). EIR is the rate that exactly
discounts the estimated future cash payments or receipts over .the expected life of the financial
instrument or a shorter period, where appropriate, to the gross carrying amount of the financial asset or
to the amortised cost of a financial liability. When calculating the effective interest rate, the Company
estimates the expected cash flows by considering all the contractual terms of the financial instrument
(for example, prepayment, extension, call and similar options) but does not consider the expected
credit losses. Interest income is included in finance income in the statement of profit and loss.

Dividends:

Revenue is recognised when the Company’s right to receive the payment is established, which is
generally when shareholders approve the dividend.

Taxes

Cuarrent income {ax:

Current income tax assets and liabilities are measured at the amount expected to be recovered from or
paid to the taxation anthorities. The tax rates and tax laws used to compute the amount are those that are
enacted or substantively enacted, at the reporting date in the countries where the Company operates and
generates taxable income.

Current income tax relating to items recognised outside profit or loss is recognised outside profit or loss
{either in other comprehensive income or in equity). Current tax items are recognised in correlation to
the underlying transaction either in OCI or directly in equity. Management periodically evaluates
positions taken in the tax returns with respect to situations in which applicable tax regulations are
subject to interpretation and establishes provisions where appropriate.

Deferred tax:

Deferred tax is provided using the liability method on temporary differences between the tax bases of
assets and liabilities and their carrying amounts for financial reporting purposes at the reporting date.
Deferred tax liabilities are recognised for all taxable temporary differences, except:

»  When the deferred tax liability arises from the initial recognition of an asset or liability in a
{ransaction that is not a business combination and, at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss.

e In respect of taxable temporary differences associated with investments in subsidiaries and interests
‘in, joint ventures, when the timing of the reversal of the temporary differences can be controlled and
it'is probable that the temporary differences will not reverse in the foreseeable future .
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Notes to financial statements for the year ended March 31, 2019. |
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Taxes (Contd.)

Deferred tax: (Contd.)

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

e When the deferred tax asset relating to the deductible temporary difference arises from the initial
recognition of an asset or liability in a transaction that is not a business combination and, at the time
of the transaction, affects neither the accounting profit nor taxable profit or loss. -

# In respect of deductible temporary differences associated with investments in subs;dlanes
associates and interests in joint ventures, deferred tax assets are recognised only to the extent that it
is probable that the temporary differences will reverse in the foreseeable future and taxable profit
will be available against which the temporary differences can be utilised.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent
that it is no longer probable that sufficient taxable profit will be available to allow all or part of the
deferred tax asset to be utilised. Unrecognised deferred tax assets are re-assessed at each reporting date
and are recognised to the extent that it has become probable that future taxable profits will allow the

deferred tax asset to be recovered. «

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the year
when the asset is realised or the liability is settled, based on tax rates (and tax laws) that have been
enacted or substantively enacted at the reporting date.

Deferred tax relating to items recognised outside profit or loss is recognised outside profit or loss
(either in other comprehensive income or in equity). Deferred tax items are recognised in correlation to
the underlying transaction either in OCI or directly in equity.

Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right exists to set off
current tax assets against current tax liabilities and the deferred taxes relate to the same taxable entity

and the same taxation authority.

Earnings Per Share

Basic earnings per share are calculated by dividing the net profit or loss for the period attributable to
equity shareholders by the weighted average number of equity shares outstanding during the period.
The weighted average number of equity shares outstanding during the period is adjusted for events such
as bonus issue, bonus element in a rights issue, share split, and reverse share split {consolidation of
shares) that have changed the number of equlty shares outstanding, without a corresponding change in
resources.

For the purpose of calculating diluted earnings per share, the net profit or loss for the period attributable
to equity shareholders and the weighted average number of shares outstanding dur:mg the period are
adjusted for the effects of all dilutive potenhal equity shares.




 ASSOCIATED CEAT HOLDINGS COMPANY (PVT)LTD

Notes to financial statements for the year ended March 31, 2019.
()  Impairment of non-financial assets N

The Company assesses, at each reporting date, whether there is an indication that an asset may be
impaired. If any indication exists, or when annual iropairment testing for an asset is required, the
Company estimates the asset’s recoverable amount. An asset’s recoverable amount is the higher of an
asset’s or cash-generating unit’s (CGU) fair value less costs of disposal and its value in use.
Recoverable amount is determined for an individual asset, unless the asset does not generate cash
inflows that are largely independent of those from other assets or groups of assets. When the carrying
amount of an asset or CGU exceeds jts recoverable amount, the asset is considered imnpaired and is
written down to its recoverable amount. :

In assessing value in use, the estimated future cash flows are discounted to their present value using a
pre-tax discount rate that reflects current market assessments of the time value of money and the risks
specific to the asset. In determining fair value less costs of disposal, recent market transactions are

taken into account.

The Company bases its impairment calculation on detailed budgets and forecast calculations, which are
prepared separately for cach of the Company’s CGUs to which the individual assets are allocated.
These budgets and forecast calculations generally cover a period of five years, For longer periods, a
long-term growth rate is caloulated and applied to project future cash flows after the fifth year. To
estimate cash flow projections beyond periods covered by the most recent budgets/forecasts, the
Company extrapolates cash flow projections in the budget using a steady or declining growth rate for.
subsequent years, unless an increasing rate can be justified.

~  Impairment losses of continuing operations are recognised in the statement of profit and loss.

An assessment is made at each reporting date to determine whether there is an indication that
previously recognised impairment losses no longer exist or have decreased. If such indication exists, the-
Company estimates the asset’s or CGU’s recoverable amount. A previously recognised impairment loss
is reversed only if there has been a change in the assumptions used to determine the asset’s recoverable
amount since the last impairment loss was recognised. The reversal is limited so that the carrying
amount of the asset does not exceed its recoverable amount, nor exceed the carrying amount that would

have been determined, net of depreciation, had no impairment loss been recognised for the asset in prior
years. Such reversal is recognised in the statement of profit or loss. '

£} Provisions and Contingent Liabilities

Provisions are recognised when the Company has a present obligation (legal or constructive) as a result
of a past event, it is probable that an outflow of resources embodying economic benefits will be
required to settle the obligation and a reliable estimate can be made of the amount of the obligation.
When the Company expects some or all of a provision to be reimbursed, for example, under an
insurance contract, the reimbursement is recognised as a separate asset, but only when the
reimbursement is virtually certain. The expense relating to a provision is presented in the statement of
profit and loss net of any reimbursement.

I the effect of the time value of money is material, provisions are discounted using a current pre-tax
rate that reflects, when appropriate, the risks specific to the liability. When discounting is used, the
increase m the provision due to the passage of time is recognised as a finance cost. -

A contingent Hability is a possible obligation that arises from past events whose existence will be
confirmed by the occurrence Or non-Occurrence of one or more uncertain future events beyond the
control of the company or a present obligation that is not recognized because it is not probable that an
\c\:\\ outflow of resources will be required to settle the obligation. A contingent liability also arises in .
xf? A.!extremely rare cases where there is a Hability that cannot be recognized because it cannot be measured
5‘%‘“@ eliably. The company does not recognize a contingent liability but discloses its existence in the
/financial statements. R
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Financial instruments

A financial instrument is any contract that gives rise to a financial asset of one entity and a fiﬁ’aﬁm_
liability or equity instrument of another entity. EREEEE I

Financial assets
Initial recognition and measurement

Al financial assets are recognised initially at fair value plus, in the case of financial assets not recorded
at fair value through profit or loss, transaction costs that are attributable to the acquisition of the

financial asset.
Subsequent measurement

For purposes of subsequent measurement, financial assets are classified in four categories:
e Debt instruments at amortised cost
Debt instruments at fair value through other comprehensive income (FVTOCI)

%

e Debt instruments, derivatives and equity instraments at fair value through profit or loss (FVIPL)
s Equity instruments measured at fair value through other comprehensive income (FYTOCI)

Debt instruments at amortised cost N

A “debt instrument’ is measured at the amortised cost if both the following conditions are met:

a)  The asset is held within a business model whose objective is to hold assets for collecting

contractual cash flows, and
b)  Contractual terms of the asset give rise on specified dates to cash flows that are solely payments
of principal and interest (SPPI) on the principal amount outstanding.

After initial measurement, such financial assets are subsequently measured at amortised cost using the
effective interest rate (BIR) method. Amortised cost is calculated by taking into account any discount or
premium on acquisition and fees or costs that are an integral part of the EIR. The EIR amortisation is
inctuded in finance income in the profit or loss. The losses arising from impairment are recognised in
the profit or loss. This category generally applies to trade and other receivables, loans and other
financial assets.

Debt instrument at FVTPL

FVTPL is a residual category for debt instruments. Any debt instrument, which does not meet the
criteria for categorization as at amortized cost or as FVTOCI, is classified as at FVTPL.

In addition, the Company may elect to designate a debt instrument, which otherwise meets amortized
cost or FVTOCI criteria, as at FVTPL. However, such election is allowed only if doing so reduces or
elimirates a measurement or recogpition inconsistency (referred to as ‘accounting mismatch’)., The

_ Company has not designated any debt instrument as at FVTPL.

Debt instruments included within the FVTPL category are measured at fair value with all changes
recognized inthe P & L.

£ } )
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Notes to financial statements for the year ended March 31, 2019'. |

Financia} instruments (Contd.)

Equity investments

All equity investments in scope of Ind AS 109 are measured at fair valué. Equity instrumends which are
held for trading are classified as at FVTPL. For all other equity instruments, the Company may make an
irrevocable election to present in other comprehensive income subsequent changes in the fair value. The
Company makes such election on an instrument-by-instrument basis. The classification is made on
initial recognition and is irrevocable.

In case of equity instrument classified as FVTOCI, all fair value changes on the instrument, excluding
dividends, are recognized in the OCL. There is no recycling of the amounts from QCI to P&L, even on
sale of investment. However, the Company may transfer the cumulative gain or loss within equity. -
Equity instruments included within the FVTPL category are measured at fair value with all changes
recognized in the P&L.

Derecognition

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial
assets) is primarily derecognised when:

The rights to receive cash flows from the asset have expired or

The Company has transferred its rights to feceive cash flows from the asset or has assumed an
obligation to pay the received cash flows in full without material delay to a third party under a
‘pass-through’ arrangement; and either (a) the Company has transferred substantially all the risks
and rewards of the asset, or (b) the Company has neither transferred por retained substantially all
the risks and rewards of the asset, but has transferred control of the asset.

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

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the
tower of the original carrying amount of the asset and the maximum amount of consideration that the

Company could be required to repay.
Impairment of financial assets

In accordance with Ind AS 109, the Company applies expected credit loss (ECL) model for
measurement and recognition of impairment loss on the following financial assets and credit risk .

exposure:

a) Financial assets that are debt instruments, and are measured at amortised cost e.g., loans, debt
securities, deposits, trade receivables and bank balance '
b) Financial assets that are debt instruments and are measured as at FVTOC

¢) Trade receivables or any contractual right to receive cash or another financial asset that result from .

transactions that are within the scope of Ind AS 18
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Notes to financial statements for the yvear ended March 31, 2019.

Financial instruments (Contd.)

For recognition of impairment loss on other financial assets and risk exposure, the group determines
that whether there has been a significant increase in the credit risk since initial recognition. If credit risk
has not increased significantly, 12-month ECL is used to provide for impairment loss. However, if
credit risk has increased significantly, lifetime ECL is used. If, ina subsequent period, credit quality of
the instrument improves such that there is no longer a significant increase in credit risk since initial
recognition, then the entity reverts to recognising impairment loss allowance based on 12-month ECL.

Lifetime BCL are the expected credit losses resulting from all possible default events over the expected
life of a financial instrument. The 12-month ECL is a portion of the lifetime ECL which results from
default events that are possible within 12 months after the reporting date.

ECL is the difference between all contractual cash flows that are due to the group in accordance with
the contract and all the cash flows that the entity expects to receive (i.e., all cash shortfalls), discounted
at the original EIR. When estimating the cash flows, an entity is required to consider:

e  All contractual terms of the financial instrument (including prepayment, extension, call and similar
options) over the expected life of the financial instrument. However, in rare cases when the
expected life of the financial instrument cannot be estimated reliably, then the entity is required to
use the remaining contractual term of the financial instrument

e Cash flows from the sale of collateral held or other credit enhancements that are integral to the
contractual terms

ECL impairment loss allowance (or reversal) recognized during the period is recognized as income/
expense in the statement of profit and loss (P&L). This amount is reflected under the head ‘other
expenses’ in the Profit &Loss. The Statement of Financial Position presentation for various financial
instruments is described below:

e Financial assets measured as at amortised cost, contractual revenue receivables and lease
receivables: ECL is presented as an allowance, i.e., ag an integral part of the measurement of those
assets in the Statement of Financial Position. The allowance reduces the net carrying amount. Until
the asset meets write-off criteria, the Company does not reduce impairment allowance from the
gross carrying amount.

e Debt instruments measured at FVTOCL Since financial assets are already reflected at fair value,
impairment allowance is not further reduced from its value. Rather, ECL amount is presented as
‘accumulated impairment amount” in the OCI.

For assessing increase in credit risk and impairment loss, the Company combines financial instruments
on the basis of shared credit risk characteristics with the objective of facilitating an analysis that is
designed to enable significant increases in credit risk to be identified on a timely basis.

The Company does not have any purchased or originated credit-impaired (POCI) financial assets, i.e.,
financjal assets which are credit impaired on purchase/ origination.
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Financial instruments (Centd.)
Financial liabilities
Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as financial liabilities at fair value throu
profit or loss, loans and borrowings, payables, or as derivatives designated as hedging instruments in
effective hedge, as appropriate. S

All financial liabilities are recognised initially at fair value and, in the case of loans and borrowi'ngs. and’
payables, net of directly attributable transaction costs. , '

The Company’s financial liabilities include other payables and borrowings including bank overdrafts. .
Subsequent measurement |

The measurement of financial liabilities depends on their classification, as described below:

Financial liabilities at fair value through profit or loss

Financial Habilities at fair value through profit or loss include financial liabilities held for trading and
financial liabilities designated upon initial recognition as at fair value through profit or loss. Financial
liabilities are classified as held for trading if they are incurred for the purpose of repurchasing in the
near term. This category also includes derivative financial instruments entered into by the Company
that are not designated as hedging instruments in hedge relationships as defined by Ind AS 109.
Separated embedded derivatives are also classified as held for trading unless they are designated as
effective hedging instruments.

Gains or losses on liabilities held for trading are recognised in the profit or loss.

Financial liabilities designated upon initial recognition at fair value through profit or loss are designated
as such at the initial date of recognition, and only if the criteria in Ind AS 109 are satisfied. For
liabilities designated as FVTPL, fair value gains/ losses attributable to changes in own credit risks are
recognized in OCIL These gains/ loss are not subsequently transferred to P&L. However, the Company
may transfer the cumulative gain or loss within equity. All other changes in fair value of such liability
are recognised in the statement of profit or Joss. The Company has not designated any financial liability
as at fair value through profit and loss.

Loauns and borrowings

This is the category most relevant to the Company. After initial recognition, interest-bearing loans and
borrowings are subsequently measured at amortised cost using the EIR method. Gains and losses are
recognised in profit or foss when the liabilities are derecognised as well as through the EIR amortisation

process.

Amortised cost is calculated by taking into account any discount or premium on acquisition and fees or
costs that are an integral part of the EIR. The EIR amortisation is included as finance costs in the
statement of profit and loss. :

Financial guarantee contracts

Financial guarantee contracts issued by the Comipany are those contracts that require a payment to be
made to reimburse the holder for a loss it incurs because the specified debtor fails to make a payment
when due in accordance with the terms of a debt instrument. Financial guarantee costracts are
recognised initially as a liability at fair value, adjusted for transaction costs that are directly attributable
to the issuance of the guarantee. Subsequently, the liability is measured at the higher of the amount of
loss allowance determined as per impairment requirements of Ind AS 109 and the amount recognised

less cumulative amortisation. o
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Financial instruments (Contd.)

Derecognition

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

Reciassification of financial assets

The Company determines classification of financial assets and liabilitics on initial recognition. After
initial recognition, no reclassification is made for financial assets which are equity instruments and
financial Habilities. For financial assets which are debt instruments, a reclassification is made only if
there is a change in the business model for managing those assets. Changes to the business model are
expected to be infrequent. The Company’s senior management determines change in the business
model as a result of external or internal changes which are significant to the Company’s operations.
Such changes are evident to external parties. A change in the business model occurs when the Company
either begins or ceases to perform an activity that is significant to its operations. If the Company
reclassifies financial assets, it applies the reclassification prospectively from the reclassification date
which is the first day of the immediately next reporting period following the change in business model.
The Company does not restate any previously recognised gains, losses (including impairment gains or
losses) or interest.

The following table shows various reclassifications and how they are accounted for:

Original Revised
classification classification Accounting treatment
Amortised cost FVTPL Fair value is measured at reclassification date.

Difference between previous amortized cost and fair
value is recognised in P&L.

FVTPL Amortised Cost Fair value at reclassification date becomes its new
gross carrying amount. EIR is calculated based on
the new gross carrying amount.

Amortised cost FVTOCT Fair value is measured at reclassification date.
Difference between previous amortised cost and fair
value is recognised in OCl. No change in EIR due to
reclassification.

EVTOCI Amortised cost Fair value at reclassification date becomes its new
amortised cost camrying amount. However,

. cumulative gain or loss in OCI is adjusted against
! fair valne. Consequently, the asset is measured as if
it had always been measured at amortised cost,

FVTPL ' FVTOCI Fair value at reclassification date becomes its new
carrying amount. No other adjustment is required.
FVTOCI FVTPL Assets continue to be measured at fair value.
Cummulative gain or loss previously recognized in
ﬁf%q:*}\ OCI is reclassified to P&L at the reclassification
Ry %‘% date.
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ASSOCIATED CEAT HOLDINGS COMPANY (PVT) LTD

Notes to financial statements for the year ended March 31, 20189.
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(M)

Financial instruments {Contd.)
Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount is ;reported in the balance sheet if
there is a currently enforceable legal right to offset the recognised arnounts and there is an intention to
settle on a net basis, to realise the assets and settle the liabilities simultaneously.

Cash and cash equivalents

Cash and cash equivalent in the Statement of Financial Position comprise cash at banks and on hand
and short-term deposits with an original maturity of three months or less, which are subject to an
insignificant risk of changes in value.

For the purpose of the statement of cash flows, cash and cash equivalents consist of cash and short-term
deposits, as defined above, net of outstanding bank overdrafts as they are considered an integral part of
the Company’s cash management.

Dividend distribution to equity holders

The Company recognises a liability to make cash to equity holders of the Company when the
distribution is authorised and the distribution is no longer at the discretion of the Company. As per the
corporate laws in India, a distribution is authorised when it is approved by the shareholders. A

corresponding amount is recognrised directly in equity.

Foreign currencies:

The Company’s financial statements are presented in Sri Lankan Rupees, which is also the Company’s
functional currency.

Transactions in foreign currencies are initially recorded by the Company at LKR spot rate at the date
the transaction first qualifies for recognition, Monetary assets and liabilities denominated in foreign
currencies are translated at the functional currency spot rates of exchange at the reporting date.

Exchange differences arising on settlement or translation of monetary items are recognised in profit or
loss. '

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated
using the exchange rates at the dates of the initial transactions.




NOTES TO FINANGIAL STATEMENTS {CONTD.)

NOTE 2 - INVESTMENT IN JOINT VENTURE

8Y GROUP

Ceat Kelani Holdings (Pvh) (3d. (10,000,000 Ordinary Shares)
As at 1st Aprit as previously stated
Prior year adjustment on revaluation

As at 1st April {restated)

Share of Profit before tax from Joint Veture
Share of income Tax from Joint Venture
Dividend Received

{Other Comprehensive income

Investment is recorded using Eguity Method.

_. ASSOCIATED CEAT HOLDINGS COMPANY (PVT} LIMITED.
{All amounts in Sri Larnka Rupeces)

31.03.201%

3.166,139,169

2.608.011.235

3,168,139.169
656,508,335
(15G,492,724)
(158,320,000)

876,048

2.608,011,236 7
702,164,356

(146,335,132)

5,208,704

15 456 069

3,516,709,828

3,169,139,16%

2,608,011,235:

Invesment in Joint Venture represents the 50% holding in Ceat Kelani Holdings (Pvt) Ltd (CKH), a Company mcorporated in
Sri Lanka to acquire shares of Associated Ceat (Pvh) Lid, Ceat Kaalani international Tyres (Pvi) Ltd and Ceat Kelani Radials

(Pvh) Lid.

Ceat Kelani Holdings (I°vt) Lid is a private Company and there is no guoated market price available for its shares.

Prior year adjustment on revaluation of lands.

Freehold lands of the stibsidiaties of Joint Venture were stated at revalued amounts since 2011, Since Ceat Limited, India uses cost model for
Property, Plant & Equipment including lands, the management decided to correct this error in the financial year 2017/18.

The accumutated differences up to 31/03/2017 was accounted as prior year adjustment, adjusting the opening balances in 2017/2018.

Summarised Financial Information for Joint Venture

Set out belBw are the summerised financial information for Ceat Kelani Holdings (Pvt) 1., which is accounted for using equily method.

Summerised Staterment of Financial Position as at

Current

Cash and cash equivalents
Other current assels (excluding cash)

Total current assels
Financial fiabilities (ecxcluding trade payables)
Other current liabilities {incliding trade payables}

Total current liabilities

Non-current

Assels as previously stated
IPrior year adjustment on revaiation

Assels (restated)

Total non-current assets

Financial Liabilities

Other Liabilities

Totai non-current liabilitics

Net Assels

Group
31.03.201% 31.3.2018 31.03.2017
{Restated)
1,198,313,776 1,205,495,367 748,814,096

4,741,263,467

3.906,875,188

3,479,568,583

5,940,577,243

(1,517,920,931)
(761,988.811)

5.112,370,5%5

{1.176.517,254)
{424,164 4{}2)

4,228,783,679

(1,327,728,462)
(439,454,740)

(2,279,909,542)

4,570,925352

(1.600,711,656)

3,789,754,749

{1,767,183,202)

3.895,541,900
(421,229,780}

4,570,925.352

3,788,754,749

3475312120

4,570,925 352

(321,090,004)
(B77,083,395)

3,789,754,749

(149,895.000)
(813.240,356)

3.475,312,120

(720,890,129}

£1,198,173.399)

7,033,419,656

(963,135,356)

6,338,278,333

(720,880,129}

5,216,022 469
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ASSOCIATED CEAT HOLDINGS COMPANY (PVYT) LIMITED.
{All amounts in Sri Lanka Rupees}

NOTES TO FINANCIAL STATEMENTS (CONTD.)
NOTE 2 - INVESTMENT IN JOINT VENTURE (CONTD.)

Summerised Statement of Comprehensive Income
For the vear ended

Revenue

Depreciation and amortisation

Intsrest income

Interast expense

Profit before tax from continuing operations
income tax expense

Profit after tax from continuing operations
Profit after tax from discontinued operations
Cther comprehensive income

Total comprehensive income
Dividends received from Joint Venture

Group

31.03.2018

9,953,281,951
(330.747,508)
158,079,459
(51,020,012)
1,313,016 671
(300,985,448)

31.3.2018

9,637.038.522
(317,324,754
134,515,774
(21,980,211
1,404,328,712
(292,670,264)

31.03.2017

9,166,263.528 .
(331,202,120} -

202,448,857
(6,144,823}
1,819,208,925
{571,691,502)

1.012,031,223

~4,111,658,448

1,247 517,334

1,750,096

10,597,417

30,812,138

1,013,781,318

1,122,255,865

1,278,429 471

The information above refiects the amounts presented in the financial statements of the joint venture adjusted for differences
in accounting policies between the group and the joint venture. {(and not Associated Ceat Holdings Company {Pvi} Lis's

share of those amounts.}

Reconciliation of Summarised Financial Information

Reconciliation of the summarised financial information prersented to the carrying amount of the interest in the joint venture,

Summarised financial information

Qpening net assets as at 01st April as previously reported
Prior vear adjustment on revaiuation

Onening net assets as at 01st April {restated)
rofit before tax of Joint Veture
income Tax of Joint Venture
Dividend Paid by Joint Venture
Other Comprehensive Income
o
Closing net assetis as at period end
Interest in Joint Venture @ 50%

Carrying value

Commitments and contingent liabilities in respect of Joint Venture,

Commitments

Financial Commitments

158,320,000 - 821,900,082
Group
31.03.2015 31.3.2018 31.03.2017
(Restated}
6,338,278,333 5,216,022,469 6,002,622,540
- - {421,229,780)
6,338,278,333 5,216,022,465 5,581,393,160
1,313,016,671 1,404,328,712 1,818,208 925
{300,985,448) (292,670,263} {571,6891,582}
(318,640,000 - {1.643,800,183}
1,750,096 10,587,417 30,812,137.60
7,033,418,656 6,338,278,333 5,216,022,468

3,516,704,828

3,169,139,169

2.608,011,235

3,516,709,828

3,169,139,169

2.608,011,235

Associated Ceat (Pvi) Lid and Ceat Kelani Internationat Tyres (Pvt) Lid, Subsidiary Companies of Ceat Kelani Holdings (Pvt)
Ltd, have an annual commitment to pay royaity at 1% net of taxes, discounts & incentives to Ceat Lid india. Ceat Kelani
Radials (Pvt) Lid, Subsidiary Company of Ceat Kelani Holdings {Pvt) Ltd and Asian Tyres {Pvt) Lid, Subsidiary of Ceat Kelani
International Tyres {Pvt) Ltd have an annual commitment to pay royalty at 2% on radial tyres and 1% on Bias Tyres net of
taxes, discounts and incentives to Ceat Li1d. - India.

Capital Commitments
The approximate capital expenditure contracted by Ceat Kelani International Tyres (Pvt) Lid, for which no provision is made
in the Financial Statements as at 31st March 2019 amounts to Rs. 79,000,955,

Contingent Liabilities
The Ceat Kelani Holdings (Pvt) Lid has given Corporate Guarantees on behalf of Associated Ceat (Pv) Lid on the bank
facilities obtained from Indian Bank for Rs. 80 Mn & Hatton National Bank for Rs. 150 Mn as at 31st March 2018,

The Ceat Kelani Holdings (Pv!) Lid has given Corporate Guarantees on behalf of Ceat Kelani Radials (Pvi) Lid on the bank
facilities obtained from HSBC for Rs. 100 Mn.

The Ceat Kelani Hokiings (Pvt} Ltd has given Corporate Guarantees on behalf of Ceat Kelani international Tyres (Pvt) Lid, on

the bank facilities obtained from NDB for Rs. 25 M, DFCC Vardhana Bank for Rs. 65 Mn, Indian Overseas Bank for Rs. 278
Mn, indian Bank for Rs. 150 Mn and Nations Trust Bank for Rs. 230 Mn as at 31st March 2019,

NOTE 3 - INVESTMENTS IN RELATED COMPANIES

Value
31.03.2019 31.3.2018 31.03.2017
Associated Ceat (Pv) Lid. (1 Ordinary Share) 10.00 10.00 10.00
Ceat Kefani Radials {Pvt} Lid. {1 Ordinary Share} 10.00 10.00 10.00
Ceat Kefani international Tyres (Pvi) Lid. {1 Ordinary Share} 10.60 10.00 16.00
30.00 36.00 30.00




ASSOCIATED CEAT HOLDINGS COMPANY (PVT) LIMITED.
{All amounts in Sri Lanka Rupees)

Group- Ind AS

T

NOTES TO FINANCIAL STATEMENTS (CONTD.) 31.083.2019 31.3.2018
Rs. Rs. Rs. -

NOTE 4 - INCOME TAX REFUND DUE/ {PAYABLE} : L
Balance as at 1st April (2.708,661) 11,110 24,131
Provision made during the year {1,577,289) {4,285,877) - (5%,888)

(4,285,950) (4,274,767) (38,756) .-
Add : Income tax paid 3,199,422 1,566,106 49866 .
Baiance as af period end (1,086,528) (2,708,661} 14,140
NOTE 5 -BANK BALANCES OTHER THAN CASH AND CASH EQUIVALENTS
Deposits with Maturity of more than 3 months R
but less than 12 months 5,062,466 15,568,380 2,192,492

5,062,466 15,568,380 5102498
NOTE 6 - CASH & CASH EQUIVALENTS _
Cash at Bank 962,885 515,745 456,801,236 :
962,885 515,745 456,801,236
NOTET - STATED CAPITAL
Number of Ordinary Shares Issued & Fully Paid 10,600,000 10,000,000 10,000,000 i
Stated Capital on period end 100,000,000 100,000,000 400,000,000
The total amount received by the company or due and payable to the
Gompany in respect of the issue of shares are referred to as "Stated
capital”.
s -
NOTE 8 - OTHER PAYABLES
Audit Fees & Accounting fees Payable 356,540 281,156 215,960
356,540 281,156 215,960

All amounts arg short term. The carrying values are considered to be a reasenable approximation of fair value.




ASSOCIATED CEAT HOLDINGS COMPANY (PVT) LiMiTED;
{(Alt amounts in Sri Lanka Rupees) '

NOTES TO FINANCIAL STATEMENTS (CONTD.)

NOTE 9 - REVENUE
Dividend Received {Net)

NOTE 10 - FINANCE INCOME

interest on Call Deposit

NOTE 11 - PROFIT BEFORE TAXATION
Is stated after charging ali expenses including :
Augit Fees

NOTE 12 - TAXATION
Tax Expense

- Income Tax on Profit for the year

Share of Income Tax & Deferred Tax on Joint Venture

Tax expense reported in income statement

Share of deferred tax of Joint venture reported in Other Comprehensive
Income

Total Tax Expense

NOTE™f3 - EARNINGS PER SHARE

The Rasic Eamings per Ordinary Share is calculated by dividing the net
profit for the year attributable to Ordinary Shareholders by the weighted
average number of Ordinary Shares in issue during the year.

Net Profit attributable to Ordinary Shareholders (Rs.)
Weighted Average Number of Ordinary Shares
Earnings per Share {Rs.)

NOTE 14 -DIVIDEND PER SHARE

Dividend Paid

Waighted Average Number of Ordinary Shares

Dividend per share

5633,178

5,633,173
56,773
1,577,289 4,285 877 - 50886
150,492,724 146,335,132 285,845,796 -
152,070,013 150,621,009 285,905,682
169,215 1,586,508 1,281,499
152,239,227 152,207,517 287,187,181 .-
31.03.2019 31.3.2048 31.03.2017
500,678,479 566,393,135 623 546,267
10,000,000 10,000,000 10,000,000
50.97 56.64 62.35
171,320,000 458,262,000 365,425 000
10,000,000 10,000,000 10,000,000
17.43 45.63 36.54




ASSOCIATED CEAT HOLDINGS COMPANY (PVT) LIMITED.
{All amounts in Sri Lanka Rupees)

NOTES TO FINANCIAL STATEMENTS (CONTD.)

NOTE 15 - CONTINGENT LIABILITIES

There were no Contingent Liabilities as at the reporting date, which would require adjustments to or disclosure in
the Financial Statements.

NOTE 16 - CAPITAL COMMITMENTS

There were no material capital commitments which have heen approved or contracted for as at the reperting date.

NOTE 17 - EVENT OCCURRING AFTER THE REPORTING DATE

No circumstence have arisen since the reporting date which require adjustment to or disciosiire in the Financial
Statements.

NOTE 18 - CAPITAL MANAGEMENT POLICIES AND PROCEDURES

The capital is managed by the Company in a way that it is able to continue as a going concern white maximising
returns to shareholders.

The capital structure of the Company consists of cash and cash equivalents and equity attributable to equity
holders of the Company comprising of issued capital and retained earnings.

NOTE 10 - FINANCIAL INSTRUMENT RISK

The Company is exposed to various risks in relation to financial instruments. The main types of risks are market
risk credit risk and liquidity risk.

The Company's risk managsment is coordinated at its Group level, in close cooperation wit the Board of Directors,
and focuses on actively securing the Company’s short fo medium term cash flows by minimising the exposure to
financial markets.

The Company does not actively engage in the trading of financial assete for speculative purposes. The most

significant financial risks to which the Company is exposed are described below.

Interest Rate Risk

The risk that the fair vatue or future cash fHows of a financial instrument will fluctuate because of change in interest
rates.

As the Company has no interest-bearing asssts, the Company's income and operating cash fiows are substantiaily
independent of changes in market interest ratas.

Price Risk

The rigk that the fair value or future cash flows of a financial instrument will fluctuate because of change in market
pricas (other than those arising from interest rate risk or currency risk), whether those changes are caused by
factors specific to the individual financial instrumant or its issuer, or factors affecting alf similar financial
instruments traded the market.

The Company has no equity investments which can give exposure to price risk.

Credit Risk

The risk that one parly to a financiai instrument will cause a financial loss for the other party by failing to discharge
an obligation.

The Company is potentiaily expesed to concentration of credit risk from its financial assets which comprise
principally bank balances and other receivabies. The Company’s bank accounts are placed with high credit quality
financial institutions. The credit risk on related parties is subjected to credit evaluations. The Company is not
exposed to any sigaificant concentration of credit risk because its exposure is negligible over financial institutions.

Ligquidity Risk
The risk that an entity will encounter difficulty in meeting obligations associated with financial liabitities.

The Company's management monitors liquidity reguirements on a regular basis and ensures that sufficient funds
are available to meet any future commitments. The Company manages liquidity risk by maintaining adequate
reserves, banking facilities and borrowing facilities by continuously monitoring ferecast and actual cash flows.
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