LANKA 10C PLC

income Statement

(all amounts in Sri Lanka Rupees)

Revenue

Cost of sales

Gross loss

Other operating income

Seling and distribution costs

Administrative expenses

Write back of disallowed input VAT

Operating loss

Net finance costs

Loss before fax

Tax

Net loss after tax

Loss per share
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Notes Year ended 31 March

2009

3 47,617,186,435
4 (48,066,589,690)
(449,403,255)

5 490,412,716
(24,636,356)

(633,008,113)

6 Nil
7 (616,635,008)
8 (487,100,485)
(1,103,735,493)

9 (134,018,629)
(1,237,754,122)
10 (2.32)

The notes on pages 7 to 21 form an integral part of these financial statements.

Aucitors' report - pages 1 and 2.




[DC2] Page4
LANKA 10C PLC

Balance sheet

(all amounts in Sri Lanka Rupees)

Notes 31 March
2909

ASSETS

Non current assets

Property, plant and equipment 11 3,234,562,320
- Long term investment 12 4,394,000,000

Goodwill 13 673,876,577

' 8,302,438,897

Current assets

Inveniories 14 10,614,338,051

Current tax receivable Nil

Receivables and prepayments 15 1,068,692,538

Cash and cash equivalents 16 468,440,307

Total current assets

12,151,471,896

Total assets

20,452,910,793

EQUITY AND LIABILITIES

Capital and reserves

Stated capital 17 7,576,573,900
Retained earnings 1,180,822,119
Total capifal and reserves 8,757,396,019
Non-current liabilities

Retirement benefit obligations 18 26,496,869
Current liabilities and provisions

Trade and cther payables 19 5,988,422,047
Current tax payable 26,346,837
Borrowings 20 5,655,249 021

Total current liabilities and provisions

11,670,017,905

Total liabilities

11,696,514,774

Total equity and liabilities 20,453,910,793
The Board of Directors is responsible for the | certify that these financial statements have been
preparation and presentation of these financial prepared in compliance with the requirements of the
statements. These financial statements were Companies Act, No. 07 of 2007.

authorised for issue by Board of Directors on

Managing Director Director

The notes on pages 7 to 21 form an integral part of these financial statements. J;ff/\;e
rr o
Auditors' report - pages 1 and 2. { N

e

-s‘\»\f ;\-;__'b—" -y -




[(DC2] Pages
LANKA 10C P1.C

Statement of changes in equity

(alf amounts in Sri Lanka Rupees)

Stated Retained Total
capital garnings
Balance at 1 April 2008 7,576,573,900 2,418,576,241 9,995,150,141
Net loss for the year - (1,237,754,122)  (1,237,754,122)

Balance at 1 April 2009 7,576,573,900 1,180,822,119 8,757,396,019

Net loss for the year - (422,703,353) (422,703,353)

The notes on pages 7 to 21 form an infegral part of these financial statements.

Auditors' report - pages 1 and 2.
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LANKA 10C PLC

Cash flow statement
{all amounts in Sri Lanka Rupees)

Notes Ye

ar ended 31 March
(] 2009

Operating activities
Cash generated / (used in) from operations 23 {7,152,695,507)

Economic Service Charga and income tax paid (228,438,194)

Interest received 411,840,820

Interest paid (247,229,687)
Defined benefit obligations paid 18 (2,243,010)
Net cash generated from / (used in) operating activities (7,218,765,578)
Investing activities

Purchase of property, plant and equipment 11 (176,334,256)
Proceeds from disposal of investment 4,460,644,335

Proceeds from sale of property, plant and equipment Nil

Net cash generated from / (used in) investing activities 4,284 ,310,079

Financing activities

Repayment of borrowings {(20,570,796,808)
Proceeds from borrowings 21,198,062 875

Net cash generated from financing activities 627,266,067

Increase / {decrease) in cash and cash equivalents {2,307,189,432)

Movement in cash and cash equivalents
At the beginning of the year 1,890,374,282

Increase / (decrease) during the year (2,307,189,432)

At the close of the year 16 {416,815,151)

The notes on pages 7 to 21 form an infegral part of these financial statements.

Auditors' report - pages 1 and 2.
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LANKA IOC PLC

Notes to the financial statements

{In the notes all amounts are shown in Sri Lanka Rupees uniess otherwise stated)

General information

The Company commenced commercial operations of importing, selling and distribution of petroleum
products on 14 February 2003.

The Company has been granted a Petroleum Products License by the Minister of Power and Energy
which gives authority to import, export, store, distribute, sell and supply petrol, auto diesel, heavy diesel
(industrial diesel), furnace oil and kerosene, naphtha and other mineral petroleum including premium
petral and premium diesel but excluding aviation and marine fuels and liguid petroleum gas. The license
is valid far a period of 20 years from 22 January 2004 and renewable thereafier.

The financial statements were authorised for issue by the board of directors on 13 May 2010.

Summary of significant accounting policies

The principal accounting policies applied in the preparation of these financial statements are set out
below. These policies have been consistently applied to all the years presented, unless otherwise stated.

2.01 Basis of preparation

The financial statements are prepared in accordance with Sri Lanka Accounting Standards on the
historical cost basis of accounting except for the revaluation of land. The preparation of financial
statements in conformity with Generally Accepted Accounting Principles requires the use of estimates
and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the report of amounts of revenue and
expenses during the reporiing period. Althcugh these estimates are based on management's best
knowledge of current events and actions, actual resuits ultimately may differ from those estimates.

2.02 Foreign currency translation

{a) Functional and presentation currency

ltems included in the financial statements of the Company are measured using the currency of the
primary economic environment in which the entity operates ("the functional currency™). The
financial statements are presented in Sri Lanka Rupees, which is the Company's functional and
presentation currency.

{b) Transactions and balances

Fcreign currency transactions are translated into the measurements currency using the exchange
rates prevailing at the dates of transactions. Foreign currency gains and losses resulting from the
settlement of such transactions and from the transiation of monetary assets and Eabilities
denominated in foreign currencies, are recognised in the income statement. Such balances are
translated at the year-end exchange rates.
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Notes to the financial statements (contd}

2 Summary of significant accounting policies (contd)

2.03 Property, plant and equipment

Land and buildings comprise mainly retail outlets and terminals. Land is shown at valuation by
independent valuers carried out on 1 May 2005. All other property, plant and equipment is stated at
historical cost less depreciation. Historical cost includes expenditure that is directly attributable to the
acquisition of the items. Depreciation is calculated on the straight-line method to write off the cost of
each asset to their residual values over their estimated useful lives commencing from the month after the
maonth of purchase as follows:

Buildings 15 years
Plant and equipment 8 years
Motor vehicles 5 years
Furniture and fittings and interior furnishing 5 years
Computer software 4 years
Office equipment 4 years

Land is not depreciated as it is deemed to have an indefinite life.

Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as
appropriate, only when it is probable that future economic henefits associated with the item will flow to
the Ccmpany and the cost of the item can be measured refiably. The carrying amount of the replaced
part is derecognised.

Repairs and maintenance are charged to the income statement during the financial period in which they
are incurred. The cost of major renovations is included in the carrying amount of the asset when it is
probable that future economic benefits in excess of the originally assessed standard of performance of
the exsting asset will flow to the Company. Major renovations are depreciated over the remaining useful
life of the related asset.

Where the carrying amount of an asset is greater than its recoverable amount, it is written down
immediately to its recoverable amount. :

Gains and losses on disposal are determined by the comparing proceeds with camrying amount and are
included in operating profit.

Increase in the carrying amount arising on revaluation of land, within one year from date of acquisition, is
credited to goodwill arising on acquisition.

2.04 Impairment of assets

Assets that have an indefinite useful life are not subject to amortisation and are tested annually for
impairment. Assets that are subject to amortisation are reviewed for impairment whenever events or
changzs in circumstances indicate that the carrying amount may not be recoverable. An impairment loss
is recognised for the amount by which the asset's carrying amount exceeds its recoverable amount. The
recoverable amount is the higher of an asset's fair value less costs to sell and value in use. For the
purposes of assessing impairment, assets are grouped at the lowest levels for which there are separately
identifiable cash fiows (cash generating units).
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LANKA 10C PLC

Notes to the financial statements (contd)

2 Summary of significant accounting policies (contd)

2.05 Borrowing costs

Borrowing costs are recognised as an expense in the period in which they are incurred, except to the
extent where borrowing costs that are directly attributable to the acquisition, construction, or production of
a qualifying assel that takes a substantial period of time to get ready for its intended use or sale is
capitalised as part of that asset. The amount of borrowing costs eligible for capitalisation is determined in
accordance with SLAS 20 - Borrowing Costs - Allowed Alternative Treatment.

2.06 Goodwill

Goodwill represents the excess of the costs of acquisition over the fair values of the retail outlets at the
date of acquisition. Surplus arising from revaluation of land of 100 retail outlets, is set off against the
goodwill on acquisition of 100 retail outlets.

2.07 Investments in associates

investment in the associate company is accounted for at cost and is classified as a long term investment
in the balance shaet. The Company has no significant influence in the financial and operating policy
decisions of the investee and hence the adoption of the equity method is inappropriate.

2.08 [Inventories

inventories are stated at the lower of cost and net realisable value. Cost is determined using the
weighted average method for lubricant finished goods and first-in first-out (FIFO) method for other
products. This includes direct costs on transport, handiing costs and insurance.

Net realisable value is the estimate of selling price in the ordinary course of business, less the cost of
completion and selling expenses. Provision is made where necessary for slow moving, defective and
obsolete stocks.

2.09 Trade receivables

Trade receivables are carried at anticipated realisable value. A provision for impairment of trade
receivables is eslablished when there is objective evidence that the Company will not be abie to collect
all amounts due according to the original terms of the receivables. Significant financial difficulties of the
debtor, probability that the debtor will enter bankruptcy or financial reorganisation and default payments
are considered indicators that the trade receivable is impaired. The carrying amount of the asset is
reduced through the use of an allowance account, and the amount of the loss is recognised in the
income statement within distribution cost. When a trade receivable is uncollectible, it is written off against
the allowance aceount for trade receivable. Subsequent recoveries of amounts previously written-off are
credited against distribution cost in the income statement.

210 Cash and cash equivalents

For the purpcses of the cash flow statement, cash and cash equivalents comprise cash in hand, deposits
held at call with banks, other short-term highly liquid investments with original maturity of three months or
less, and bank overdrafts. Bank overdrafts are included within borrowings i
balance sheet.
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LANKA 10C PLC

Notes to the financial statements (contd)

2 Summary of significant accounting policies (contd)

2.11 Stated capital
Ordinary shares are classified as equity.

2.12 Trade payables
Trade payables are recognised initially at cost.

213 Tax

The tax expense for the year comprise current tax and deferred tax.

{a) Current taxes

The provision for income tax is based on the elements of income and expenditure as reported in
the financial statements and computed in accordance with the provisions of the Inland Revenue
Act and amendments thereto. Calculated on the basis of the tax laws enacted at the balance sheet
date.

(b} Deferred income taxes

Deferred taxation is computed using the liability method, on temporary differences arising between
the tax bases of assets and liabilities and their carrying amounts in the financial statemenis. The
principal temporary differences arise from depreciation on property, plant and equipment,
provisions for retirement benefit obligations and tax losses carried forward.

Tax rates enacted by the balance sheet date are used to determine deferred income tax. Deferred
income tax assets are recognised to the exient that it is probable that future taxable profit will be
available against which the temporary differences can be utilised.

214 Defined contribution plans

All local employees of the Company are members of the Employees' Provident Fund and Employees’
Trust Fund. The employer contributes to the above two funds at the rate of 15% and 3% respectively of
such employees’ basic or consolidated wage or salary and meal allowance, as applicable, for
Trincomalee based (erstwhile CPC) employees. The coniribution of the employer to these funds for other
employees is 12% and 3% respectively.

2.15 Retirement benefit obligations

The Company has adopted the benefit plan as required under the Payment of Gratuity Act No.12 of 1983
for all eligible employees. The benefit plan is unfunded. Provision for gratuity is made by the Company
taking account of the recommendation of an independent qualified actuaries firm, Messrs Actuarial &
Management Consultants (Private) Limited [Formerly Messrs Watson Wyatt Lanka (Private) Limited] who
carried out actuarial valuation as at 31 March 2010. Change in the accounting policy was not considered
as a prior year adjustment since the amount concemed is not material.

Defined benefit plans define an amount of benefit that an employee will receive on retirement, usuatly
dependent on one or more factors such as age, years of service and compensation.
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LANKA IOC PLC

Notes to the financial statements (contd)

2 Summary of significant accounting policies (contd)

215 Retirement benefit obligations (contd)

The liability recognized in the balance sheet in respect of defined benefit plans is the present vaiue of the
defined benefit obligation at the balance sheet date, together with adjustments for unrecognized past
service cost. The defined benefit obligation is calculated annually by the Company using the projected
unit credit method prescribed in Sri Lanka Accounting Standard 16; Employee Benefits. The present
value of the defined benefit obligation is determined by discounting the estimated future cash flows using
the interest rates of high quality corporate bonds that are denominated in the currency in which the
benefits will be paid, and that have terms to maturity approximating to the terms of the related pension
liahility.

Gains and losses arising from experience adjustments and changes in actuarial assumptions are
charged or credited to equity in the statement of recognized income and expense in the period in which
they arise.

Past service costs are recognized immediately in income, unless the changes to the plan are conditional
oh the employees remaining in service for a specific period of time (the vesting period}. in this case, the
past service costs are amortised on a straight-line basis over the vesting period.

216 Provisions

Provisions are recoghnised when the Company has a present legal or constructive obligation as a resuit of
past events, it is more fikely than not that an outflow of resources will be required to settle the obligation,
and a reliable estimate of the amount can be made. Provision are not recognised for fufure operating
losses.

The Company recognises a provision for onerous coniracts when the expected benefits to be derived
from a contract are less than the unavoidable costs of meeting the obligations under the contract.

217 Revenue recognition

Revenue comprises the invoiced value for sale of goods net of value added tax, and discounts. Revenue
from the sale of goods is recognised when significant risks and rewards of ownership of the goods are
transferred to the buyer.

interest income is recegnised on a time proportionate basis, taking account of principal outstanding and
the effective rate over the period to maturity, when it is determined that such income will accrue to the
Company.

Dividend income is recognised when the right to receive payment is established.

218 Contingencies

Contingencies are possible assets or obligations that arise from a past event and would be confirmed
only on thecoccurrence or non-occurrence of uncertain future events, which are beyond the Company's
cordrol.
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LANKA 10C P1.C

Notes to the financial statements (contd)

3 Revenue

Year ended
31 March 2009
Qty Value
Litres

Domestic sales

Super petrol 10,322,400 1,464,176,611
Lanka petrol 166,026,300 21,742,281,374
Auta diesel 260,057,060 22,452 360,235
Super diesel 554,400 48,569,443
Lubricants 4,806,899 931,831,215
Bitumen Nil Nil
Total domestic sales 441 767,059  46,639,218,878
Bunkering operations 21,080,845 977,967 557

Total sales 462,847,904  47,617,186,435

Sales can be further analysed as follows:

2009
Sales 49,035,482,118
Dealer commission / discountis on lubricants (786,663,721)
Evaporation aliowance (120,669,849)
Turnover tax (510,962,112)
Net sales 47,617,186,435

4 Cost of sales

The cost of sales includes the FOB/C&F/CIF cost (as applicable), customs / excise duties and taxes, port
charges, terminalling charges, hedge settlements, blending expenses, transportation charges etc.
incurred on import of raw materials and petroleum products.

5  Other operating income

2009
Dividend income from Ceylon Petroleum
Storage Terminal Limited 168,750,000
Income from Ceylon Petroleum Corporation 304,301,864
Loss on disposal of property, plant and equipment (6,000)
Others 17,366,852
490,412,716

6  Disallowed input VAT

This represents a reversal of disafiowed input VAT which was provided in 2007/2008, as the Company _
has successfully obtained an acknowledgement from the Inland Revenue Departmeut tllat the amount
will be adjusted against future liabilities.
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LANKA I0C PLC

Notes to the financial statements (contd)

7 | (a) Operating oss

The following items have been charged in arriving at operating loss:

2009
Directars' emoluments 10,199,804
Auditors' remuneration
- audif 981,560
- non-audit 116,720
Depreciation (Note 11) 168,115,970
Staff costs [Note 7 (b)} 122,651,010
Lease rent - Trincomalee 10,937,125
Donations 200,000
Payments under voluntary retirement scheme 1,681,330
(b) Staff costs
2009
Salaries and wages 140,294,496
Defined benefit plan (Note 18) {17,643,486)
122,651,010

The average number of employees employed by the Company during the year was 175 (2009 - 171).

8 Net finance costs

2009
Interest expense (247,229,686)
Interest income 411,840,820
Exchange gains / (losses) (497,424,929

Bank charges
Interest on deferred payments to suppliers

(25,106,481)
(129,180,209)

{487,100,485)
9 Tax
2009
Current tax 134,018,629

In terms of the agreement entered into with the Board of investment (BOI) of Sri Lanka under Section 17
of the Board of Investment Law No. 4 of 1978, the Company is exempt from income tax for a period of
ten years commencing from 14 February 2003.

The current year tax charge wholly consists of tax on non-exempt interest income at-33.1/3%
(2009 - 33 1/3%). | s Tuse Dy
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LANKA 10C PLC

Notes to the financial statements (contd)

10 Loss per share

Basic loss per share is calculated by dividing the net loss aftributable to shareholders by the weighted
average number of ordinary shares in issue as at 31 March.

2008

Net loss attributable to shareholders
Weighted average number of ordinary shares in issue
Basic per share (Rs}

(1,237,754,122)
532,465,705
(2.32)
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LANKA IOCPLC

Notes to the financial statements (contd)

11

12

Praperty, plant and equipment (contd)

(b)  Capital work-in-progress at 31 March 2010 represents the following:

2009
Refurbishment work
- Trincomalee 28,505,437
- Retail outlets 42 847 177
71,352,614

(c}  Valuation of land

The lands belonging to the retail outlets were valued on 1 May 2004 by professional independent valuers.
The revaluation surplus of Rs 896,641,680 was credited against the goodwill recognised at the time of
accuisition as permitted by SLAS 25 (Business Combinations).

If land was stated on a historical cost basis, the amount would be as follows :

2009
Cost 1,072,980,000
Accumulated depreciation Nil
Disposal Nil
Net book amount 1,072,990,000

There are fully depreciated assets as at the balance sheet date amounting to Rs 788,494,491 (2009 - Rs
164,003,037).

Investment

Long term investment

(] Lanka IOC PLC owns 1/3rd share of Ceylon Petroleum Storage Terminal Limited (CPSTL), also
known as the "Common User Facility" (CUF).

(i ~ The Company paid USS$ 45 million to Ceylon Petroleum Corporation on 22 January 2004 to obtain
1/3 ownership of CPSTL (250,000,000 equity shares).

2009
At the beginning of the year 4,394,000,000
Closing net book amount 4,394,000,000
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LANKA 10C PLC

Notes to the financial statements (contd)

13

14

15

16

Goodwill

Goodwill is due to the excess of purchase consideration paid to the Government of Sri Lanka over the
net assets value representing applicable shares allotted in the acquisition of the retail cutlets.

Accumulated amortisation as at the balance sheet date amounted to Rs 85,420,876.

Inventories

2009
Petroleum products 9,856,420,752
Lubricants 236,853,981
Base oil and other raw materials 521,064,318

10,614,339,051

Receivables and prepayments

2009
Trade receivables 228,940,482
VAT receivables 131,088,471
Other receivables 592,258,255
Deposiis 5,150,453
Advances 81,587,410
Prepayments 29,667 467

Amount due from related companies (Note 24) Nil

1,068,692,538

The other receivables includes income tax receivable of Rs 312 million.

This amount paid as income tax on assessment issued by the Inland Revenue Department is included as
receivable as the Company is of the opinion that the amount will be refunded.

Cash and cash equivalents

2009
Cash and bank balances 488,440,307
At end of year 468,440,307

For the purposes of the cash fiow statement, the year end cash and cash equivalents comprise the
following:

2009
Cash and bank balances 468,440,307
Bank overdrafts (Note 20) (885,255 ,459)
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LANKA JIOCPLC

Notes to the financial statements (contd)

17

18

Stated Capital

Number of Stated Total
shares Capital

7.576,573,900

At 31 March 2009
M%@W s

Retirement benefit obligations

The amounts recognised in the balance sheet are determined as follows:

2009
Present value of unfunded obligation 26,496,869
Balance recognised in the financial statements 26,496,869
The movement in the retirement benefit obligation over the year is as follows:
2009
At 1 April 46,383,365
Current service cost 1,737,591
Interest cost Nil
Net actuarial loss Nif
Transitional adjustment {19,381,077)
Benefits paid (2,243,010)
At 31 March 26,496,869
The amounts recognised in the income statement are as follows:
2008
Current service cost 1,737,591
tnterest cost Nil
Net actuarial ioss recognized immediately Nil
Transitiona! adjustment (19,381,077}
Total included in the staff cost {17,643,486)
The principal actuarizal assumptions used were as foliows:
2009
Discount rate 12%
Staff turnover 10%
Retiring age 80 years

Future salary increases iy 2 - 4% per annum
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LANKA 10C PLC

Notes to the financial statements (contd)

19

20

21

22

Trade and other payables

2009
Trade payables 3,672,306,506
Amount due Lo related companies (Note 24) 1,545,268,434
Accrued expenses 185,566,976
Other payables 585,280,132

5,988,422.047

Borrowings

2009
Current
Short term loans 4,769,993,562
Bank overdrafts 885,255,459
Total borrowings 5,655,249,021

The short tenm loans and bank overdrafts are unsecured except for the loans from State Bank of India -
Sri Lanka Branch and State Bank of india - Singapore Branch amounting to LKR 966,852,009 and LKR
3,422 550,000. These two loans are secured against mortgage over trading stock held at Kollonnawa,
Trincomalee and Muthurajawela terminals.

Fhe interest rates are as follows:

Short term loans

Bank overdrafts

Contingent liabilities

There were no material contingent liabilities at the balance sheet date.

Commitments

(a) Financial commitments

The company has a commitment to pay USD 100,000 per annum to Government of Sri Lanka as leased
rental for storage tanks at Trincomaiee used by the company. There were no other material financial
commitments as at the balance sheet date.

{b) Capital commitments

Capital expenditure contracted for at end of the reporting period but not yet incurred amounts to Rs

. 99.9 Million.
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LANKA 10C PLC

Notes to the financial statements (contd)

23

24

Cash generated from / (used in) operations

Reconciliation of loss before tax to cash generated / (used in) from operations:

S

- 2009

Loss before tax {1,103,735,493)

Adjustments :

Depreciation (Note 11) 168,115,970
Exchange (gains) / losses 285,136,923
Adjustmenis to property, plant and equipment 8,058,077

Interest income (Note 8)
Loss on disposal

(411,840,820)

of property, plant 2nd =quipment 6,000
Write back of disallowed input VAT provision Nil
Interest expense {(Npte 8) 376,409,885

Changes in working capital

- Increase in receivables and prepayments
- Decrease / (increase) in inventories

{520,701,588)
(2,103,471,262)

- Decrease in trade and other payables (3,833,029,724)
Provision for retirement benefit obligations (Note 18) (17,643,486)
Cash generated fram / {used in} operations (7,152,695,507)

Directors® interests in contracts with the Company
Indizan Oil Corporation Limited (incorporated in India) holds 75.12% of the Company's issued share
capital.

Mr K R Suresh Kumar, Managing Director, Mr T C A Satagopan - Senior Vice President (Finance) and
Mr V Sakthivel - Serior Vice President (Lubricant Marketing and Production) were directors of Ceylon
Petroleum Storage Terminat Limited (CPSTL) as at 31 March 2010.

The following fransactions were carried out with related parties :

2009
Sales / purchases of goods and services
Indian Oil Corporation Limited
- Petroleum products 838,268,226
- Others 166,477,007
Ceylon Pelroleum Storage Terminal Limited 1,2562,163,017
FJ & G De Saram 2,258,125
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24 Directors' interests in contracts with the Company (contd)

2009
Outstanding balances arising from purchases of goods and
Amounts due to related companies
Indian Oil Corporation Limited - Petroleum products 696,306,740
Indian Qil Corporation Limited - Others 655,576,331
Ceylon Petroleum Storage Terminal Limited (CPSTL) 193,385,363

1,545,268,434

Amounts due from related companies
Nil
Nil

Ceylan Petroleum Storage Terminal Limited (CPSTL)

25 Related party transactions

There were no related parties or related party transactions other than those disclosed in Note 24 to the
financial statements.

26 Post balance sheet events

No events have occurred since the balance sheet date which should require adjustments to or
disclosures in the financial staterments.




