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CEYLON STATE .HAR'D_WARE CORPORATION

(Established under the State Industrial Corporatnons
: - Act. No. 49 of 1957)

Hardware Factory,
Yakkala.
Our Ref:
" The Minister of Industries & Scientific Affairs,
Ministry of Industries & Scientific Affairs,
48, Sri Jlinaratana Road,
Colombo - 2

Dear Sir,

ANNUAL REPORT & ACCOUNTS 1986

In terms of Section 14 (2) of the Finance Act, No. 38 of !97‘. lam pleased to
forward herewith the Report of the Board of Directers, on the activities of the

Ceylon State Hardware Corporaticn, and the Statement of Account for year ending
31st December, 1986. ;

Yours faithfully, !
CEYLON STATE HARDWARE CORPORATION
H. C. O. EBERT

Chairman

" Digitized by Noolaham Foundation. -+
noolaham.org | aavanaharm.org
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Auditer General's: Department,
independent Square,
Colombo 7.
Sri Lanka, _
IR/E/CSHIC/86 . _ Date - April i5th 1988,

Report of the Auditor General on the Accounts of the Ceylon State
Hardware Corporation for the year ended December 31, 1986 in terms
of Section 14 (2) (c) of the Finance Act, No. 38 of 1971

The audit of the accounts of the Ceylon State Hardware Corperation for the year ended
December 31, 1986 was carried out under my direction in pursuance of provisions in
Article 154(1) of the Constitution of the Democratic Socialist Republic of Sri Lanka read
in conjunction with Section I3(1) of the Finance Act, No. 38 of 1971. In carrying out this
audit | was assisted by afirm of auditors in public practice, My observations which | consider
should be published with the annual report of the Corporation in terms of section
14(2)(c) of the Finance Act appear in this report., A detailed report in terms of Secticn
- 13(7){a) of the Finance Act was furnished to the Chairman on September 08, 1987.

1:2 Scope of Audit

Audit opinion, comments and findings in this report zre based on a review of the
financial statements presented to audit and substantive tests of samples of transactions,
The scope and the extent of such review and tests were such as to enable as wide an audit
Coverage as possible within the limitations of siaff, resources and time available to e,
Sub-sections (3) and (4) of Section I3 of the Finance Act, No. 38 of 1971 give discretionary.

powers to the Auditor General to determine the scope and extent of the audit.

2. Accounts
Z:1  Opinion

In view of my comments appearing in this repore | am unable to express an opinion
on the accounts presented. Major deficiencies observed in this connection are referred

to below :
Reference to

Major deficiencies paragraph in
: the report
(i} - Accounting Policies - : i 218
(i) Overstatement in the accounts : )
(iif) Apparent unreliability of payables and receivables _ e 23523
(iv) Lack of evidence for audit ¥ o’ 2254,
{v} Non-compliances with laws, rules and regulations vis i
{vi) Unreliabilicy of financial results and financial position w3l
(vii) Inadequacy of systems and controls to ensure reljability of
quacy of sy >
books records etc.’ ] T
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2:3. Financial Structure

The financial scructure of the Corpeoration as at December 31, 1986 25 compared with
that as at December 31, 1985 is given below :

Rescurces
As at December 31,
1986 1985
: Rs. '000 Rs. '0C0 Rs. '000 Rs. *000
Authorised Capital 456,925 46,925
Capital coniributed by the
Government 43,722 43,722
Reserves
Capital Reserves 288 2,418
Development and Research
Grant 209 217
44,219 46,357
Less : Accumulated loss ... 93,529 89,276
(49,310) (42,919)
Long Term Loans
Naitional  Development
Bank 36,605 38,810
Treasury Loan 29,300 65,505 29,300 68,110
16,595 25,191
Utilisation
Fixed Assets at written down
value 44,712 44,786
Deferred Revenue expendi-
ture 1,339 2,678
46,051 47,464
Net Current Assets - (29.456) (22,273)
16,595 25,191
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2:4, Source and Application of Funds

The following statement shows the source and application of funds of the Corporation

duting the year under review.

Source of Funds

Sale of fixed assets

Net loss for the year

Add: Adjustment in respact of
Previous year

Less : Adjustment for items not
involving movement of
funds

Add: Profit on sale of fixed assets

Adjustment for items not involving
movement of funds

Depreciation
Pre-operating expenses written off

Application of Funds

Acquisition of fixed assets
Expenditure on Research and
development

Repayment of National De felopment
Bank Loan

Stocks

Debtors, deposits prepayments etc
Cash and bank balances

Creditors, accrued charges ete.
Bank overdraft and loans

Net decrease in working capital

Rs. "000 Rs. '000
(4,636)
383
(2,129) (1,746)
(6,282)
(183)
(6,565)
5,887
1,339 7,226
5,820
8
2,205

Effect on working capital

Increase Decrease
Rs. '000 Rs. '000
595
3,458
177

3,580
6,533
3,580 (10,763)
3,580

Rs, '000

189

661
850

(8,033)

(7,183)

o i —
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2:5, Comments on Accounts
2:5:1. Accounting Policies

The Corporation has not disclosed its accounting policies in the accounts rendered
for audit. The following observations are made in this regard :

(@) The clesing stock of finished products had not been valued either at cost or
net realisable value whichever is lower, instead finished products had bezn
valued at cost or selling price whichever is lower without regard to the net
realisable value which was lower in respect of some of the products.

(b) Rs. 41,809 had been charged against revenue as depreciation in respect of fixed
assets in the closed down production centres,

2:5:2. Overstatement in the accounts

Provision had not been made for the deminiticn in value of slewmoving and cbsolete
items of finished goods and raw materials.

2:5:3. Money Claims and Liabilities

The following observations are made :

(¢) Balances 2ggregating Rs. 12,520,733 comprising money claims Rs. 1,511, 775
and payables Rs. 11,008,958 were outstanding for over five years. These are
therefore apparently time barred.

(b) Out of 307 balances 2ggregating Rs. 35,203,007 only 16 money claims aggregating
Rs. 163,825 and 24 payables aggregating Rs. 161,446 had been confirmed by
the parties concerned.

() Eight creditors who had disputed their balances had claimed Rs. 33,440 more
than the balances indicated against them. Money claims amounting to
Rs. 80,100 also had been disputed by the parties concerned.

(d) Although the Corporation had given only one month credit to its custcmers
about 77%, of the debts had remained outstanding for over one month 2na
659 for over one year,

() Nofeliow up action had been tzken to adjust prepayments aggregating Rs. 97,074
outstanding for over two years.
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2.5:4. Evidence for audit

The fcliowing items in the accounts could not be satisfactorily vouched or accepied
in audic in the absence of evidence indicated against cach item.

ftem Value Evidence not made available
Rs.
Fixed Assets—
(@) Furniture & Fittings —
Office Equipment - 358,244 A satisfactory fixed assets register.
(b) Depreciation on Tools—
& dies - 100,000 Basis of computing depreciation.
(9 Long and Medium—
term loans — 73,255,708 Confirmations from the parties

concernad.
2:5:5. Non-compliance with Laws, Rules and Regulations

Instances of non-compliances observed in audit are given below :

Reference to laws, rules etc.

Requirement

Finance Act, No. 38

of 1971,

(a) Section [3(6) The aceounts of the Corpora-
ticn to be rendered within
four months after the close
of the financial year.

(b) Inland Revenue
Act, No. 28 of
1679 Section 92(2)

Tax returns to be furnished on
or befere Navember 30 follow-
ing the end of the year of assess-

ment.

All  purchases between Rs,
10,000 and Rs. 100,003 to be
approved by the Chairman/

Working Director on the
recemmendation of the Tender
Board.

(c) Purchase Regu-
of the
Corporation

lations
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Non-compliance

The zccounts for the
1986 wsas received
only on June 30, 1987.

}-ear
in audit

The required returns in respect
of the years of assessment
1984/85 and 198Z/86 had not
been furnished to the Commis-
of Inland

sioner General

Revenue.

(i) Tender Board recommen-

dations were not availzble

in respect of certain purchases
valued at Rs. 193,632.
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(i) Approvals of the Chairman/
Working Director were not
availabie in respect of certain
other  purchases valued at
Rs. 3,644,654,

3. Financial and Operating Review

3:I. Firancial Results

According to the accounts, the operations of the Corporation for the year under
review had resulied in a net loss of Rs. 4.6 millicn as compared with a net loss of Rs. 23.5
million in the previous year, thus showing an improvement in the operating results. This
improvement ¢an be analysed as follows:

Variance
Adverse  Favourable
(Rs. ’000) {(Rs. '000)

Sajes 21,409
Cost of sales 4,550
Expenses

Administration 1,396
Sclling & distribution 227
Financial 183

Other income 637

4,733 23,669
Less: Adverse variance 4,733

Favourzble variance in the
financial resulis 18,936

nenmy

Financial results and the financial position disclosed in the annual financial statements
had been adjusted with errors and omissions observed in the subsequent years as a regular
feature. For instance the loss for the previous year had been adjusted by Rs. 383,053
during the year under review. Such adjustments from 1981 to 1985 are indicated below:

Prior year

Year adjustment

Rs. (000)
1981 45 107
1982 o5 562
1983 i 400
1584 e 3,567
1985 o 105
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In this context the possibility of similar adjustments of the financial results for the
year under review and the financial position cannct be ruled out. The follewing unsatis-
factory features had adversely sffected the prefivability. :

(i) Idle capacity
(i) Uneconomic transactions
(i) Pricing of products below cost.

3:1:}. Operating Efficiency

The Hardware Factory shows a net loss of Rs. 3,588 million as ccmpared with a cor-
responding loss of Rs. 15,770 million in the previous year whilst the Czst Iron Foundry
shows a net loss of Rs. 1.048 million as compared with a corresponding loss cf Rs. 7.502
million in the previous year thus showing zn improvement in the operating resuits of
the two factories. These improvements can be atiributed to the following:

(a) Hardware Factory

(i) Increase in sales from Rs. 33,885 million in 1985 to 51.036 millicn in  1986.
(i) Decrease in expenses frem Rs. 15,659 million in 1985 to Rs. 15.03. million
in 1986.

(b)) Cast lron Foundry

(i) Increase in sales from Rs. 11.363 million in 1985 to Rs. 15.62] millicn in
1986 and a decresse in the cost of sales frem Rs. 15.254 millicn in 1985 to
Rs. 14.130 million in 1986,

(i) Decrease in other expenses from Rs. 4,009 million in £985 to Rs. 3.164
million in 1986.

3:2. Piant Capacity Utilisation

The budgeted capacity of the Hardware factory as compared with the actuzl czpacity
utilised is given below:

Budgeted Capacity Actual Capacity Ycriation
(Units) (Units) (Units)
1986 1985 1986 1985 1986 1985

Mammoty Plant ... 720,000 499,200 521,452 340,770 198,548 158,430
Door and window

Fittings " 1,742,400 2,409,200 1,182,457 709,924 559,943 1,659,076
Cutlery 247,800 156,140 120,515 107,097 127,285 49,043
Brass and water Fittings —_ 98,350 — 5,701 —_ 92,649
Ocher Agricultyral

Implements 171,000 106,460 23,722 24,695 147,278 81,765
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3:3. Liquidity

Current assets, current liabilities and working capital and the current liabilities
as a percentage of current assets for the last five years are given below :

1986 1985 1984 1983 1982
Current

Assets (Rs.) 42,231,732 46,461,778 41,055,865 47,140,462 46,552,177

Current
Liabilities :
(Rs.) 71,687,913 68,734,474 82,396,067 64,830,626 39,218,672

Working

Capital (Rs.) (29,456,181) (22,272,656) (41,340,202) (17,650,164) (7.333,505)
Current 3
liabilities as

a percentage

of Current J

Assets 169.7%, 146% 200.7% 137.5% 84,2%

The following observations are made :

() Current liabilities had been in the region of 137% to 200% of the Current
Assets for the last four years.

(i) The viability of the Corporaticn is cpen to question in view of the continued
absence of Working Cspital.

3:4. Uneconomic Transactions

(@) - Instances of uneconomic transactions observed in audit are given below :
ftem Value (Rs.) Audit Observations

(I) Copper Scrap 123,276 The Corporation had purchased 9561 Kgs. of
C:pper scrap valued zt Rs. 123,276 although
the shops which use these materials had been
closed down.

(2) Timber 9,471 The timber purchased for Rs. 9,471 remained
unutilised up to the end of the year under
review due to quality of the timber,

(3) Steel Flat Bars 974,009 The Corporation had purchased 49114 Kg.
of steel flat bars at Rs. 19,63 per kg. frem a
foreign supplier when the required material
was available frem the Ceylon Steel Cor-
poration at Rs. 10.35 per kg. This transaction
had therefore resulted in an avoidable ex-
penditure of Rs. 465,600.

9
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(4) Turnover Tax 1,891,471 This amount was payable as penalty due to
non- payment of turnover tax for 1985 on
the due dates. Also this liability had been
brought to account during the year under
review.

(b) Pricing

Seiling prices of several items had been fixed below the total cost incurred. A few
such instances are given below: :

ftem Cost Selling  Difference
Price
Rs. Rs. Rs.
Parliament hinges 11.63 9.69 1.94
Serving speon ol 15.00 2.41
Table spoon L. 1492 13.50 .42
Soup Spoon e 68 |4.50 1.68
Butter Knives e ARES 18.60 0.85
Table Knives ce 20005 19.50 0.55
Tee hinges 8.83 7.50 1.33
Tee hinges 8.33 6.95 1.38

3:5. Idle, Slow-moving and Under-utilised Assets

There were items of assets of considerable valye that 1ad been lying idle, slow-moving
of under-utilised. Particulars of some of these items are given below. '

Description of item Value Period of non-usef
Rs. non-moving/remarks etc.

|. Stocks - Yakkala

(i) 751,573  Oto 5years
(i1) 44555  5to |0 years
(iii) 11,387  Over |0 years
2. Stocks - Cast Iron Foundry
(i ; 678,273  0Otobyears
(i) 667,279  51to 10 years
(iii) 31,160  Over |0 years

3. Machine shop - 62 Machines 994,065  Over 0l year

4, Brass Foundry Shop Cannot be This shop had been closed down due
Machines ascertained. to lack of demand for its products and
the high cost of preduction.

10
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" 5. Pressure Die Casting
Machine ' 596,015 Over 08 years,

6. New Mammoty Plant

Overhead crane Cannot be

2 Grinders

| Baking Oven | ascertained Over 3 years
7. ltems at Forge Shop . 908,567  Over 0i year,

4. Systems and Controls

Deficiencies observed during the course of audit were brought to the notice of the
Chairman in my detailed report. Special attention is needed in respect of the following
areas of controls : ' |

(@) Fixed Assets

(b) Purchases

(c) Debtars.and Creditors

" (d) Inventory Control

{¢) Budgetory Control.

Sgd.
Act. Auditer General,

Digitized by Noolaham Foundation.
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IR/E CSHC/86
(84516 _
Olst Decembe_r‘, 1987,

Auditor Genaral,

Auditor Genaral's Department,
Independence Square,
COLOMBO 07.

Dear Sir,

Auditor General’s Report on the Accounts of the Ceylon State
Hardware Corporation for the year ended December 31, 1986

This refers to your letter No. iR/E CSHC/86 of (8th September 1987,

A report containing cur clarifications, suggestions and pi cposals regarding the
comments of the above report is attached hereto please.

Thanking you,

Yeurs faithfully,
CEYLON STATE HARDWARE CORPORATION

H. C. 0. Ebert
CHAIRMAN

cc~ |, Atten.to Mr. D.B. Perera,
Director Finance,
Ministry of Industries & Scientific Affairs.

2. Atten. to Mr. Kannakasabapathy,
d Director,

_ Public Enterprises Division,
General Treasury.
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Auditor General's Report under section I13(7)(A) of the
Finance Act No. 38 of 1981 (for the year ended 31.12.1986)

Thetotal centributed capital of the Corporation is within the Authorised
Capital.

According to letter No, 61 1/Genf10/12 of 14.12.1981 of Secretary to the Ministry
of Industries & Scientific Affairs this situation is in order.

2.  Treasury Loan—Figure should be Rs. 28.3 million.
1.3 Steps have been already taken to locate Furniture & Fittings and this will be
* updated for the year |987.
114 Fixed Assets consists of tﬁe followings:
- Under Hardware Factory & Cast lron Foundry.
The figures & the castings are not agreeable and also not taiiy|rﬂ wn*h the
schedules subrmted by the Corporation, .
1.5 Due to liquidity problems of the Corporation machine maintenance is effected
enly when breakdowns are taken place. :
il.6 Control over Motor Vehlc!cs & other Fixed ﬁsscts
Rupnning charts are now up-dated.
“The Milo Meters of the follomng vehicles are functioning properly.
9 Sri 8654
32 Sri 2824
I3 Sri 4866
Enderamulla
13 Sri 8598 Lancer Car is used by Working Director and not by Managing Director,
It.F Authorisation of Fixed Assets
At present Tender Board and the Board appreval is taken accordingly for pur-
chase of Fixed Assets.
1.8 Under Utilised & ldle Assets
(e) All the machines in the Machine Shop are inorder. . I
(B) & ()
Filling Room
There is no such section or pt‘cductlon ceritre,
Some ltems of New Mammoty Plant
* Two grinders, one oven " overhead crain are kept for in the event of
operation of two shifts. '
1.9 Office Furniture & Equipment
Steps have been taken to reconcile Office Equipment & Furnlture
[I.10 Ref, {1.5 above, “

13
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11.13
I_2.2

12.3

12.4
13.3

13.4

i3.5

14.2

14.4

Steps have been taken to protect the respective machines by using covering
(polythene) sheets.

Other than the vehicles New Mammoty Plant also has been insured.:

Since the lifetime of the Toocls & Dies cannot be practically assessable, this

.method is followed frem the inception of the Corporation.

Since this machines have been used uncil 1985 ; accordingly dep'reciation has
been charged.

Only the rate of depreciation relevant to tools, Dies & ligs of the New Mammoty
Plant was increased from 109 to 339, taking to consideration the actual consum-
piion of these consumables.

Slow-moving & Non-moving Raw Material Stocks

Under this comment the vaiue of che copper scrap should be Rs. 123,275.55
only. Action has been alre‘.dy taken to dispose these items by way of calling
for quouataons

Action is being taken to completa the building and when necessary disciplinary
action will be taken against the officers concerned.

Steps have been already taken to dispose these items by way of calling quotations
and net result of this transaction will be transferred to Profic & Loss Account
accordingiy. ;

Stores Ledger is properly maintained ac Costing Department. Also it is possible
to check the physical verified balances with the Bin Cards 2nd the Stores Ledger.

Most of the slew-moving items have been disposed through our distributor.

~ (b) Now the production targeis are prepared to meet the requirements of

14.5

4.6
7.

our Wholesale Distributor.
Valuation of Finished Goods

Other than some exceptional cases over 959% of the finished goods have been
valued at cost or realisable value whichever is lower and in future we will be
adhered to the accounting standard No. 5 when we are valuing our finished
good stocks for preparation of Final Accounts.

As per 13.5 above,
Stationery Stock

Physically verified balances of stationery stock has been compared and -tallied
with the book balance,

14
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17.2

173& 4

19.2

27.2

28.2

Credit Control

With effecc from lune 1987 the Corporation has app.ointed Sri Lanka State
Trading (Tractor) Corporation as its Sole Distributor with 15 days credit facis
lity. Management is taking every possible steps to recover the long outstanding
debts. e

This matter has already been taken up by the Management. In fact the Nawa
Puttlam M.P.C.S. Ltd. is paying this dues in instalments. Besides several other
Multi Purpose Co-operative Socicties and Agrarian Services Centres are paying
their dues. -

.Pre-paym.ents

Actions are being taken to reconcilled these outstanding prepayments,

[Irrecoverabie Staff Debts

This comment is incorrect. The irrecoverable staff [oans have been totally
written off in the Accounts for the year 1986.

The figures given under this comment are not tallying with the information
provided by us.

The figures given in 28.3 under Hardware Factory and Cast Iron Foundry are
the deposits made in 1982 of which the depositoris identical and in accordance
with the schedule provided only Head Office amount of Rs. 9,750/-is prior to 1980
and we have written back this amount for the year 1987.
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IR/E/CSHC/86
084516 _
[8th March, [988.

Asst. Auditor General,
Auditor Generzl's Department,
Independence Square,
COLOMBO 07.

Dear Sir,

Auditor General’s Report on the Accounts of the Ceylon State
Hardware Corporation under section 14(2)(C) of the Finance Act
No. 38 of 1971 (1986)

We give below our observations regarding your comments.
2.5.4 Evidence for Audit

{0) Fixed Asscts _
: (l) Brass Foundry & Verification reports available & these reports have
Fcrge Shop ; been submitted te the Excernal Auditors during
the audic. Refer audit report 50/86-12/32/02.¢f 20.01.1987

2,55 Mon-compliance ivith Laws, ftutes& Regulations

(a) (i) & (i) : Detailed schedules other than stock verification sheets
have been handedover to Auditor General's Depart-
ment togecher with copies of the Final Accounts for
the year 1986,

A copy of the acknowledgement is attached herewith
far your easy reference. Stock verifications are available
& were submitted to the External Auditors during
the time of audit. '

Yours falthfully,
CEYLON STATE HARDWARE CORPORATION

-H. C. ©. Ebert
CHAIRMAN
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CEYLON STATE HARDWARE CORPORATION

' BOARD OF DIRECTORS REVIEW FOR THE
'YEAR ENDED 31ST DECEMBER, 1986

BOARD OF DIRECTORS

The Board of Directors for the year ended 31st December, 1986 comprised of

Mr. M. L. A. Refai -— Chairman (upto 4th September 1926)

Mr. P. B. Werageda — Chajrman (from [9th September 1986)
- Mr. P. Ariyagamz ' —  Managing Director

Mr. W. A. 5. Weeraratne —  Working Director

Mr. M. A. Karunaratinie —  Working Director

Mr. M. A. Abeynaike —  Director

Mr. D. 1. M. Meegoda — Director

Mr. Tissa Gunasekara — Director

Mr. Raja Gunarazne was the Secretary to the Board and 21 Board Meetings have been
heid wichin the year under review ac Chairman’s Office Yakkala.

Rewew of Peri'ormance

The year [986 has ended with a net loss of Rs. 4. 6 Millicn when compar‘,d to 23 )
Millien in |985

_ The operating results of the two factories for the year under review with compa.
rative figures were as follows :

Hardware Factory

1986 1985 1984
. (Rs. Miltions)
Gross Profic/(Loss) el 2.0 (3-8)
Gross Profic/(Loss) '
before Depreciation 16.1 5.8 (0.3)
Net Profit/{Loss) (3.6) (15.8) (22.9)
Net Profic/(Loss) before ' :
Financial Charges 4.1 8.2)  (142)
Cast Iron Foundry - ey
Gross Profit/(Loss) sl 1.5 (3.4 -(3.7)
Gross Profit/(Loss) :
before Depreciation 2.4 (2.6) 2.1
Net Profit/(Loss) . {1.0) (7.8) (8.9)
Net Profit/(Loss) befors ' ,
charging Financial Expenses (0.1) (6.9) (7.8
17
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When compared with the past performance of the Corporation the year under review
has reflected a remarkable improvement both in production and sales. The highest
production as well as the sales ever recorded was in [986. When compared to 1985
the total amount sales of the Corporation has increased from Rs. 48 million to Rs. 70
million to which was almost 46% increase and the preduction has gone up ‘from
Rs. 50 million to Rs. 56 million. Any way it should be noted that against the annual
budget the actual products & sales were only 409 and 429 respectively.

Hardware Factory

Hardware Factory has ended up with a net loss of Rs. 3.6 million when compared to
Rs. 15.8 million in 1985. The total sales revenue of the Hardware Factory was Rs. 53.6
million of which Rs. 39.3 million was from New Mammoty Plant. Even afier charging
Rs. 5.8 million as depreciation and Rs. 6.8 million as Financial Charges New Mammoty
Plant has generated a net profit of Rs. 0.8 million for the first time. Other than the Mam-
moty Plant Hardware Factory has shown a gross loss of Rs. 1.8 million and a net loss of
Rs. 5.4 miliion. Absorption of the high overheads (factory and administrative) by low
production is the main reason for poor performance of these products. The incentive
schemes introduced with the intention of increasing the production in these sections
have proved to be a failure. Other than that the Corporation has experiehced marke-
ting problems specially in the field of Cold Forming and Electroplating products. Further
due to competition the Corporation has lost its main customers such as - Department of
Telecommunications & Eleciricity Board which discouraged the production in Machine
Shop and Galvanizing towards the end of the year. The studies which we have done se
far has proved that these sections are not economically viable, ;

Cast Iron Foundry

Compared to Rs. 7.8 million in [985 the Cast Iron Foundry has endedup with a loss
of Rs. 1.0million in the year 1986. During this year a special attention was taken to
increase the production of the Cast Iron Foundry. Monitoring Committee chaired by
Mr. E. P. Paul Perera M.P. for Kaduwela has been appointed to look into the possibilities
of converting this to a viable project. It was showing a considerable improvement. But
towards the end of the year there was a sudden drop in production due to a severe Trans-
former failure. Otherwise the Cast Iron Foundry also would have ended with a marginal
profit. :

Financial Analysis

Although the financial position of the Corporation was not so sound were were able
to meet our major commitments such as National Development Bank interest and loan
instalment, Eleciricity charges, Turpover Tax etc. throughout the year. A Treasury
grant amounting to Rs. 5.5 million as a way of Short Term Loan was relezsed to the

Corporation through National Development Bank to pay off the 109, retention of the
original Letter of Credit of the New Mammoty Plant. This was utilised for the purpose.
When compared to 1985 the deficit of the Working Capital cf the Corporation has been

increased from Rs. 22.3 million to Rs. 29.5 million as at 3lst December 19€6.

18
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The utilisation of facilities from Bank of Ceylon as at 315t December 1986 remained
- as follows : : :

Overdraft Facilities  Rs. 2.0 million

Trust Receipt Facilities  Rs. 9.3 million
~ Letter of Credit Rs. 3.8 millien

Personnel & Welfara

Within the year under review no marital change has beep taken.place in the staff
other than recruiting two Works Managers for Hardware Factory & Cast Iron Foundry.
The welfare facilities which were so far available for the staff remained unchanged.
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CEYLON STATE HARDWARE CORPORATION

Sales

‘Neat Loss
Depreciation
Salaries & Wages
Power

Cash & Bank

Bank Overdraft
No. of Empicyees

Hardware Factory—Yakkala

Sales

Production

Mammoties _
Door & Window Fittings
Cutlery :

Brass Water Fittings

Other Agricultural Implements
Special Orders

Gross Profit/(Loss)
Net Profit/Loss) -
No. of Employees
Capacity Utilisation

Cast Iron Foundry

Sales

Total Melt

Good Casting

Cost of Melt at Spout per
Gross Profit/(Loss)

Net Profit/(Loss)

No. of Employzes
Capacity Utilisation

HIGHLIGHTS 1986

This Year

69,962,718
4,636,316
5,887,286

14,389,809
6,965,587
171,139
3,015,370
760

53,634,887

1986
Quantity Value—Rs.

521,452 44,336,575
i,182,457 8,623,616
120,515 1,792,107

23,722 2,059,941

175,177 4,036,585

e r————

60,848,824
11,280,123
(3,587,699)

489
85%
Rs. 16,347,831
M/T 2,210
MT 1,364
M/T 4,136
Rs. . 1,490,586
Rs. (1,048,618)
201
329

20

Last Year

47,936,448
23,572,093
- 4,838,222
17,556,206
7,765,088
347,514
5,542,241
795

36,118,955

1985
Quantity Value—Rs.

340,770  26,555911
709,925 5067243
107,081 © 1,409,821
5,704 211,002
24,695 2,362,888
e 4,105,183

39,712,948

2,035,869
15,770,641
505

519

11,817,493
1,924
1,203
3,577

(3,891,511)

(7,802,452)

220

28%
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CEYLON STATE HARDWARE CORPORATION

FINANCIAL ANALYSIS 1936

Gross Profit/Sales

Current Llabilfties/Curr'ent Assets
quuidity Assets/Current Assets

Current Assets/Fixed Assets
Average Stock/Cost of Sales

~ Debtors/Sales '
Finished Goods/Sales
Work-in-Progress/Sales
Sales/Fixed Assets At Cost
Material Cost/Total Cost
Salaries & Wages/Total Cost

- Direct Wages/Total Salaries & Wages
Factory Cost/Toial Cost

Admins. & General Expenses/Total Prefit
& Loss Expenses -

Selling & Distri. Expenses/Total Profit
& Loss Account

2]

This Year

18.25%
169.75%
12.60%,

94.45%,
1447%,

3.72%

L4

6.12%
76.85%
47.78%
16.65%
43.24%
74.84%

37.05%

8359

Last Year

147.94%
19.27%
103.74%
15.21%
8.04%
15,659,
10.07%
56.02%
39.86%
22.40%
55.00%
52.06%

42,479,

5419
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CEYLON STATE HARDWARE CORPORATION
SOURCES AND APPLICATIONS OF FUNDS
FOR THE YEAR ENDED 3IST DECEMBER, 1986

_ This Year " Last Year
Operiing Bank & Cash ... Gl (10,5¢€0,787)
Sources
Increase in Capital Reserves — © 2,123,280
Previous Year Adjustments*I 143,182 : —_
Sale of Fixed Assets :
lLess Surplus *2 8400 - 47,956
Result in Operation *3 ... 2,589,704 — :
Increase in Long Term Credit —_— 2,741,286 35,110,181  37,287.417
> (2.453,441) 26,726,630
Less-Applimtidns .
* Previous Year Adjustment s _
_other than Dep. - : ; 153,778
Purchase of Fixed Assets ... 5,820,129 659.582
Development & Research ... - BT ; 10,415
N.D.B. Loan Re-payment . 2,205,000 ' ' 2
Loss in Operation — *8,033,300 17,396,135 18,219.910_
(10,486,741) 8,506,720
Change In;Working : : _
Grup *¢ 7,642,510 : (13,701,447)
Cash in Hand less Bank O/D . {2,844,231) (5.194,727)
: — b ———
%], Previous Year Adjustments
Total Surplus 383,052
Adjustment for Capital Reserve o (2,129,281
Surcharges on Delayed Payments 1,891,471
Provision for Dep. {written back) (2,060)
143.182

#2 Surplus on disposal of Fixed Assetes has been transferred to Profit & Loss Ajc under
surplus on unusual transactions. : -

2
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*3 Result in Operation

Net Loss

Depreciation
Pre-operating Expenses

Oparational Result before charging Dep. &

. Pre-operating Expenses

*4 Changes in Working Capital

Stocks

Debtors

Prepayments

Loans & Advances

Deposits -

Unutilised Margin

Creditors * *|

Accrued Expenses

Forward Sales -
Credit Balance in Debtors Legder
Deposits

Provision .for Pending Liabilicies
Trust Receipis
"Short Term Loans

Interest Provisicn N.D.B. Loan

che'rs

=#] Creditors

Total Change
Provision for Surcharges on
delayed payments

23

(4,636,316)
5,887,285
1,338,735
2,589,704

This Year Last Year
595,193 - (2,906,825)
1,251,907 (1,213,007
(137,281) (171,637)

95,953 339,048

2,298,598 {1,273,244)
(50,699) (129,620)
(102,998) (3,831,709)

e (2,073,909) 1,736,350

(70,846) (33,122)
(25,711 (746,827)
312,114 (3,960)

(3,511,013)  (3,860,455)
3,581,437 293,572
5,479,765 4,520,235

s (6,502,126)
ot 81,830

7,642,510 (13,701,447)

1,788,473

(1,891,471)

(102,998)


http://www.noolahamfoundation.org/
http://www.noolaham.org/wiki/index.php/%E0%AE%AE%E0%AF%81%E0%AE%A4%E0%AE%B1%E0%AF%8D_%E0%AE%AA%E0%AE%95%E0%AF%8D%E0%AE%95%E0%AE%AE%E0%AF%8D
http://aavanaham.org/

CEYLON STATE HARDWARE CORPORATION
 FOREIGN EXCHANGE SAVINGS

FOR THE YEAR ENDED 3IST DECEMEER, 1986

Hardware Factory - Yakkala This Year : Last Year

Closing Stock of Finished Goods 9,553,280
- Opening Stock of Finished Goods ... (8,485,014)
Sales ; 53,634,887
Sales Value of Production 54,703, I53
C & F Value of Production (Approx. 85%) —_ 46,497,680 27,263,901
Raw Material, Direct, Ind:rect& : :
Maintenance 26,099,983 i
C & F Value (Approx, 80%) (20,879,986)  (13,796,700)
~ Depreciation 4,844,945
C & F Value 1008 ' (4.844,945) (2,648,202) .
Net Foreign Exchange Savings 20,772,749 10,818,899
FOREIGN EXCHANGE SAVINGS
FOR THE YEAR ENDED 315T DECEMBER, 1986, :
Cast Iron Foun_dry-—Enderamulla' This Year , Last Year
Closing Stock of Finished Goods 663,500
Sales ... 16,347,831
17,011,331
Opening Stock of Finished Goods .. 1,020,438
Sales Value of Production 15,990,673 -
_ C &F Value of Production (Approx. 70%} 11,193,61 5,980,192
Raw Material, Direct, Indirect & S
Maintenanice e 4,203,976
C & F Value (Approx. 20%) ; 840,795 713,654
Depreciation 819,398 . t
C & F Value 1009, ' 819,398 832,587
Net Foreign Exchange Savings 9,533,418 4,433,951

24
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- CEYLON STATE HARDWARE CORPORATION
FIXED ASSETS AS AT-3_IST DECEMBER, 1986

Cost .

Cum, Dep. Net Book Value
as at :
31.12.86 31.12.86 31.12.85
Land & Building .o 12,210,926 4,675,533 7,535,393 7,197,387
Plant & Machiner.y_ .5.8.198.99E 30.553,537 27,645454 30,981,175
: Factbry. Equipments, Lab. ; '
Equipments, Tools & "Djes 10,539,535 6,239,605 4,299,930 1,712,540
 Office Equipments, Furniture = ' |
& Fittings o 1,248,511 890,267 - 358,244 257,722
Vehicles e 2,751,470 1,304,326 1,447,144 772,055
Service Installations e 2,020,604 1,860,319 160,285 .- 190,555
Tachnical Know How . 4,078,852 815,770 3,263,082 3,670,967
Others (Library Books) ... 6,770 3,636 3,134 3,762
44,712,666 44,786,163

TOTAL - 91,055,65%

46,342,993

.15
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CEYLON STATE HARDWARE CORPORATION
- RECONCILIATION OF TURNOVER TAX
FOR THE YEAR ENDED 3! ST DECEMBER, 1985

Rate

t%
5%
10%,

Adjusted Turnover Tax
Recovered on Sales

Sale of Raw Materials

~ Sale of Off Cuts

Sale of Purchased ftems
Saie of Manufactured
ltems :

Adjusted

Forward Sales Opening .

‘Forward Sales Closing

Turnover

7,838,188

55.342,111
8,097,713

71,278,012

26

1,366,722

Tax

78,381
2,767,106
. 809,771

3,655,258
(329.626)
3,325,632

e r——
P e

765 -

69,962,718

bR S e

71,350,205

(128,518)
56,323

- 71,278,012

—ee
e i)
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CEYLON STATE HARDWARE CORPORATION
| VARIANCE STATEMENT 1986

HARDWARE FACTORY -- YAKKALA

Sales

Less - Turnover Tax ...

- COST OF PRODUCTION

Direct Material

Direct Wages

Factory Overheads

Overhead Recoveries

Wark-in-Progress
Opening

Work-In-Progress
Closing

Purchased Finished Gds.

F/Gds. Opening
F/Gds. Closing
F/Gds. Recoveries

Cost of Goods Sold

Gross Profit/(Loss)
Miscellaneous Income...
Admins. Expenses
Selling & Distribution
Expenses
Head Office Expenses...
Financial Charges
Pre-operating Expenses

Net Profit/(Loss)

2%

1985 1986 1986 Variance
Accounts Accounts,_ Budget
36,118,955 53,634,887 108,203,000 (54,568,113)
2,232,801 2,598,720 4,964,000 2,365,280
33,886,154 51,036,167 103,239,000  (52,202.833)
15,013,513 20,930,786 42,886,000 21,955,214
5,065,353 4,252,927 7,197,000 2,944,073
16,343,424 17,326,436 23,720,000 6,393,564
(629,491) (570,206) — 570,206
2,589,754 2,758,386 . 1,250,000  (1,508,386)
(2,758,386) (2,416,195) (1,250,000) 1,166,195
35,624,185 42,282,134 73,203,000 31,520,866
S 742,080 s (742,080)
5,034,668 - 5,938,779 8,485,000 2,546,221
(5,938,779) 8,119,506  (8,485,000) (365,494)
(636,988) (1,087,443) ek 1,087,443
34,083,086 39,756,044 73,803,000 - 34,046,956
(196,932) 11,280,123 - 29,436,000  (i8,155,877)
85,650 169,670 500,000 ( 330,330)
(3,628,620 (2.918,035  (3,848,000) 929,965
(939,807) (1,3%6,777)  (1,756,000) 359,223
(2,222,783) (1.696,629)  (1,372,000) (324,620)
(7,529,414) (7.687,324)  (6,870,000) (817,324)
(1,338,735) (1338738 =) - " (1,338,736)
(15,770,641) (3.587,699) 16,090,000  (19,677,699)
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CEYLON STATE HARDWARE CORPORATION
VARIANCE STATEMENT 1986

CAST IRON FOUNDRY — ENDERAMJLLA

Sales

Less - Turnover Tax ...

COST OF PRODUCTION

‘Direct Materials
Direc: Wages
Factory Overheads

© Overhead Recoveries

Work-In-Progress
Obening

Work-ln-Progress
Closing -

Purchased F/Gds. -
F/Gds. Opening
F/Gds. Closing
F/Gds. Recoveries

Cost of Gds. Seld

Gross Profit/(Loss)

Miscellaneous Income..,

Admins. Expenses

Selling & Distri.
Expenses

Head Office Exp.

Financial Charges

Loss on Auction Sale

Net Profit/(Loss)

1985 1986 1986
Accounts Accounts Budget Variance
11,817,493 16,247,831 55,615,000  (39,267,169)
454,702 726912 2,781,000 2,054,088
11,362,791 15.620,919. 52834000  (37.213,081)
1,777,805 2341785 14427,000  12,085215
1,834,807 1,969,055 2,245,000 275,945 |
9,502,509 8.562316 (1,814,006 3,250,684
(34.637) 107,993 e (107,993)
2,927,296 964255 2,916,000 931,745
(1,984252) (L402,776) (2916000 (1,513,224
14,023,925 13.563,628 28,486,000 14922372
o 304,535 = 1304,535)
3,014,375 1020438 4205000 3,187,232
(1,620,436) (516,288)  (4205.000) (3,688,712)
(763,556) (241,980) = 271,920
15,254,306 (4130333 2486000 = 14,355,667
3,691,515 1,490,586 24,348,000 - (22,857.414)
97,935 625,513 e 625,513
(1.550358)  (1,408,501)  (1,819,000) 410,489
(124,838) (122,358)  (165,000) 42,642
(952,621) (27.123) (592,000 (135,123)
(862,339) (906,725)  (1,200,000) 1293275
(498,716) b S iy
(7.802:452) (1.04.618) 20,572,000  (21,620613)
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CEYLON STATE HARDWARE CORPORATION
CONSOLIDATED BALANCE SHEET AS AT 31ST DECEMBER, 1985

! Tiiis Yeor _ - Last Year .
Authorisd Capital ., 46,925,000 ' 46,925,000
Capital Contributed ;
. by Goverament ... . 43,721,950 43,721,950
Less— '
Accumulated ioss ; : ;
As At 31.12.86 o 174,900,772 170,647,508 -
Reimbursement of ' A% | '
Losses .. (81,371,657 (93,529,105)  (81,371,668) 89,275,840
: (49,807,155) : (45,553,890)
Capival Reserves .., - 288,463 2,417,744
Davelapment & Research 455,000 © 455,000 '
Less— ; :
Expenditure = 246,268 - 208,732 238,096 216,903
LONG TERM CREDIT '
Nztional Development -
Bank 36,605,18! 38,810,18l
Treasury Loan 29,300,000 65,505,181 29,200,000 63,110,181
' 16,595,221 - 281900938
Finance fManager {Actg.) Chairman Director
M. J. A, Waas ' H. €. O, Ebert D. ). M. Meecgoda

Mote of the Auditor General

The accounts of the Ceylon Srave Hardware Corporzticn for tie year ended December
31, 1986 were audited under my direction in pursuance of provisions in Article 154(1) of
the Constitution of the Demacratic Socialist Republic of Sri Lanka read with Section 13(1)
of the Finance Act, No. 38 of 1971, : :

My observaiions on these accounts which should be published in terms of Section 14(2)(c)
af the sald Finance Act are contained in my report of even date addressed to the Chairman
of the Corparation. : i :

Sgd./ Acting Auditar Ganeral
Aprii i5, 1988, ;
Auditer General's Department
Colombe (7.
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FIXED ASSETS:

At Cost

Less: A_tcgmulated Dep

Current Assets Stocks

Raw Materials

(See Foot Notz) ...
Finished Goods
Geoed - In = Transit
Woerk - In - Progress
Stationery
Samples

91,055,659
46,342,993

23,823,776

8,635,794 -

483,131
3,818,971
FI1,677
39,338

36,212,687

85,566,527
40,780,364

44,712,666

19,979,960
6,959,217
5,679,911
4,742,641

109,850
36,301

37,507,880

Deposits, Sundry Debtors & Prepayments:

Debtors Less Provision
for Doubtful Debts :
Prepayments

Leans & Advances
Deposits

Unutilised Margin

Cash & Bank

Bank Balance
Cash in Hand

Total Current Assets

- 2,602,312

917,673
122,710
1,324,892
180,319

5,147,906

96,643
74,496

171,139

2231782

3,854,219
780,392
218,663

3,623,490
129,620

8,606,384

277,819
69,695

e

46,461,778
3
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Less - Current Liabilities:

Sundry Creditors ... 32,600,695 | 30,812,222

. Accrued Expenses ... 685,382 _ ' 2,759,291
Forward Sales 57,670 128,516
Credit Balance & p
Deabtors Ledger =~ ... 1,773,766 : 1,799,477
Deposits 618,327 ; 306,213
Provision for Pending : ' :

~ Liabilities 3,664,075 7,175,088
T/R Account 9,322,101 5,740,664
K.F.W. Loan Balance ... 7,350,527 : 7,350,527
Bank Overdraft 3,015,370 . 5,542,241
Short Term Loans ... 12,600,000 : 7,120,225 -
Total Current Liabilities 71,687,913 68,734,474
Working Capital = (29,456,181) (22,272,696)

Diferred Revenue Expenditure:

Pre-operating Expenses 1,338,736 2,677.471

16,595,221 25,190,938
3
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CEYLON STATE HARDWARE CORPORATION

CONSOLIDATED MAN UFACTURING, TRADING, PROFIT & LOSS
ACCOUNT FOR THE YEAR ENDED 3iST DECEMBER, 1986

Sales
i.ess - Business Turnover
Tax :

Less - Cost Of Sales

Direct Material
Direct Wages

PRIME COST

Factory Overheads

 Indirect Material
Indirect Wages
Works Salaries

" Power
Maintenance
Dapreciatien
Others

Adjusted

Overhead Recoveries

Material Price Variance

Work - In - Progress
01.01.86

Work-la-Progress
31.12.86

This Year
69,982,718

3,325,632

66,657,086

23,272,571
6,221,982

29,494,553

3,410,504
3,079,922

828,497
6,965,587
3,620,516
5,664,344
2,259,981

25,689,751

( 583,297)
121,084

4,742,641
(3.818,971)

461,457

34
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Last Year
47,936,448

- 2,687,503

45,248,945

16,791,336
6,900,160

23,691,496

3,006,270
4,218,908
1,342,175
7,765,085

3,480,233

4,615,875
1,417,786

25,846,333

(599,912)
{64,216)

5,517,050
(4,742,641)

110,281
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Cost of production

Purchased Finished Gds.

Finished Gds. 01.01.86
Finished Gds. 31.12.86
F/Gds. Recoveries

Cest of Gds. Sold

Gross Profit

Add - Other Income ...

Admins, Expenses
Seliing & Distr.
Expenses
Financial Chargés
Deficit on unusual
Transactions

Pre-sperating Ekpenses

New Mammoty Plant

Net Loss for the year
Accumulated Loss BJF
from Previous Year

Add—

Imports

Advertisement 7

Purchases of Geods &
Services

Payments to Employces

~ Surcharges on delayed

 Payments

Sundry

Written offs less-
written backs

55,845,761
1,046,615

. 6,959,218

{8,635,794)
(1,329,423)

6,750,289

1,519,136

8,594,048

1,338,735

170,647,508

8,750

57,402 -

15,841

1,691,471
9,726

3,912

1,987,102

49,648,110

8,049,043

Digitized by Noolaham Foundation.
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(6,959,217)
(1,400,544)
53,886,377 49,337,392
12,770,709 (4,088,447)
795,183 183,585
13,565,892 (3.904,862) -
8,354,282
1,064,645
8,411,753
498,716
18,202,208 1,338,735 19,668,231
4,636,316 23,573,093
147,180,196
345,052
129,521
2,438,462
100,746
3,013,781
'35
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Less—

N.D.B. Loan Interest ...
Depreciation
Written backs less-

~ written offs
Surplus on unusual

transactions

Liabilities

Stocks
. Sundry

Balance taken to the
Balance Sheet

326,054

— 2,729,445
2,129,281 =
12,364 s
216,859 —
11,650 41,633
2,370,154 170,264,456 3,119,562 147,074,415
174,900,772 170,647,508
36
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CEYLON STATE HARDWARE CORPORATION

BALANCE SHEET AS AT 3IST DECEMBER, 1986
HARDWARE FACTORY - YAKKALA .

Authorised Capital

Capital Contributed
by Govt.
Less - Accumulated
Loss As At 31.12.86
Reimbursement of
Losses

Capital Reserves

Development &
Research

Less - Expenditure

Long Term Credit

National Development
Bank

Treasury Loan

This Year Last Year
24,925,000 24,925,000
19,054,592 19,054,592
90,053,700 86,705,438
(24,583,128) 65,470,572 (24,583,128) 62,122,310
(46,415,980) (43,067,718)
271,168 2,327,097
205,000 205,000 _
20,982 184,017 20,983 184,017
36,605,181 38,810,180
29,300,000 65,905, 18| 29,300,000 68,110,181
: _19.944,433 27,553,577

37
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Fixed Assets

At Cost
Less - Accu. Dep.

Current Assets Stocks

Raw Materials
Finished Goods

- Goed-ln-Transit
Work-In-Progress
Stationery
Samples

57,022,432

24,985,605 32,036,827

15,301,265
8,119,506
294,677
2,416,195
78,891
39,338

26,249,873

Deposits, Sundry Debtors & Prepayments

Debtors Less Prov. for
Doubiful Debts

Head Office |/F
Prepayments

Loans & Advances
Deposits .
Unutilised Margin

1,664,152
8,567,177
| 446,742
73,219
£ 651,820
180,319

11,583,429

Bank Balance & Petty Cash

Peoples Bank Gampaha
Peoples Bank Bristol St.
Pecples Bank Park Sz.
Peoples Bank
Maligawatta

Cash in hand

Ttl. Current Assets

85,193
62

i1,388
46,316

142,959

37,976,261

W
L
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53,024,223

20,307 491

10,990,652
5,938,779
5,676,891
2,758,386

68,967
36,301

—_—

25,469,976

1,095,148
7,207,602
474,575

17,178 .

2,771,060

129,620

| 11,795,183

156,568
9.801
62

11,388
28,560

306,379

37,571,538

32,716,732
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Less - Current Liabilities:

Sundry Creditors ... 16,943,613 - : 14,788,034
Accrued Expenses ... 175,489 1,784,539
Cast Iron Foundry ... 8,802,835 7,668,640
Forward Sales 15,511 101,585
Credit Balance in ! '
Debtors Ledger ... . 696,737 775,108
Deposits . 85,342 : : 95,131
Proy. for pending Lia, 2,388,490 5,899,503
T/R Account 9,322,101 : 5,534,944
Bank of Cevion York St. 189,330 },644,445
Peoples Bank Gampaha 187,989 £ ) —
Short Term Leans ... 12,600,000 7,120,235
Tel, Current Lia. o 51,407,437 45,412,164
Working Capital ... (13,431,176) 7,840,626

Diferred Revenue Expenditure

Pre-operating Expenses 1,338,735 ( 2,677,471
19,944,386 27,553,577

39
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CEYLON STATE HARDWARE CORPORATION

MANUFACTURING, TRADING, PROFIT & LOSS ACCOUNT

FOR THE YEAR ENDED 3IST DECEMBER, 1986
NEW MAMMOTY PLANT - HARDWARE FACTORY YAKKALA

Sales
Less - Business
Turnover Tax

This Year

Less - COST OF SALES

Direct Material
Direct Wages

Prime Cost

Factory Overheads

Indirect Material
 Indirect Wages
Works Salaries
Power
Transpart
Safety Equipment
Works Banus
Works Incentive

Maintenance

Depreciation Spares +
Tools & Dies

Adjusted

Overhead Recoveries

Work-In-Progress
01.01.86

Work-in-Progress
31.12.86

15,015,240
1,600,816

16,616,056

1,422,044
247,685
156,554

. 976,379
121,796
59,924
40,118

1,171,924

634,056

4 487,766 .

9,318,246

(567,772)

809,471

(431,731)

(190,032)

39,343,419

1,967,171

37,376,248

Last Year

2,643,179
1,639,411

11,282,590

926,927
252,981
172,807
794,484
107,905
45,300
36,396
531,763
216,391

3,453,438 -
6,538,392

(350,000)

534,409

(809,471)

- (625.062)

21,941,225

1,278,474

20,662,751
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Cost Of Production
F/Gds. 01.01 .86
F/Gds. 31.12.86

Cost of Goods Sold ...

. Gross Profic
Admins. Expenses

Selling & Distri. Exp,

Financial Charges

Net Profit before

charging Pre-op. Exp.
Less - Pre-ope. Exp. ..,

Net Profit after charging
Pre-operating Expenses

This Year

25,744,270
1,900,940
- (3,339,000)

2,284,884
814,038
6,804,206

Last Year
17,195,920
267,352
(1,900,940)
24,306,210 15,562,332
13,070,037 5.100,419
1,638,393
: ' 263,146
9,903,128 7,060,964 8,962,503
3,166,909 (3,862,084)
1,338,736 1,338,735
1,828,173 (5:200,819)
—— it i
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'CEYLON STATE HARDWARE CORPORATION
MANUFACTURING, TRADING, PROFIT & LOSS ACCOUNT

FOR THE YEAR ENDED 31ST DECEMBER . 1986

OTHER THAN NEW MAMMOTY. PLANT
HARDWARE FACTORY - YAKKALA

Sales
Less - Business
Turnaver Tax

Less - Cost of Sales

Direct Material
Direct Wages

Prime Cost

Factory Overheads

Indirect Material
Indirect Wages
Works Salaries -
Workmen Compensation
Power

Transport

Safety Equipment
Works Bonus

~ Works Incentive
Maintenance
Degreciation

This Year:
14,291,468

631,549

13,659,919

5,915,545
2,652,112

8,567,657

———————

1,079,472
2,050,696

-404,263

1,564,540

121,796

31,773
113,799
251,016

2,033,656

357,179

8,008,190

42

Last Year

5,370,352
3,425,542

1,267,102

2,912,687
645,873
1,475
2,043,766
107,496
15,576
109,388
86,199
2,285,620
329,850

9,805,032

8,796,294

14,177,730

954,327

13,223,403
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' Adjusted

43

This Yeor - Lost Yeas
' Overhead Recoveries (15,525 (249,912)
-Material Price Variance - 13,09( : (29,579)
Work-In-Progress “ :
01.01.86. 1,948,915 2,055,345
Woark-In-Progress , _ o
31.12.86 (1,984,464) (1,948,915)
: (37,983) ( 173,061)
Cost Of Production 16,537,864 _ 18,428,265
Purchased Finished Gds. 742,079 —_
Finished Gds. 01.01,86 4037839 4,767.316
Finished Gds. 31.12.86  ( 4,780,506) D (4,037,839)
F./ Gds. Recoveries ... (1,087,443) _ - (636,988)
~ Cost of Goods Sold ... ! 15,449,833 18,520,754
Gross Loss . 1,789,914 5,297,351
Adjusted Other income
Sundry Incame T SRR 18,488
Interest from Bank of :

Ceylon 99,294 : 42,042
D/L & V/L Interest (e 2,970 . " 16,478
External Services v 413,840 7,454
Agriculture 1,04 1,188 3
Surplus on Au_ctibn Sale ... 44 260 169,670 —_ 85,650

- : 1620244 5,211,701
Admins. Expenses *| vy 02,309 77 4,213,010
Selling & Dis. Exp. *2 ... . 582740 676,661
“Financial Charges *3 883,117 - 3,795,628 468,450 5,358,121
_ Net Loss for the year 5,415,872 10,569,822
-Net Profit for the year New :

Mammoty Plant e ' 1,828,173 5,200,819
Overall Loss Hardware Factory ' 3,587,699 15,770,641
Accumulated Loss B/F from :

Previous Year ... 86,705,438 - _ 71,475,071
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This Year Last Year .

Add —
Adminis. Expenses R : L
DeathDonation Fund — ' S —_
Imports Ly o 345,052
- Electricity Surcharges ... — =
Accrued Expenses

Advertisement 28 8,750 : : -

. Purchases of Goeds & : :

Services _ 35,100 - o

~ Payments to Employees ... 15,842 ; 129,521
Surcharges on delayed ... :
Payments 1,891,471 1,692,436
Sundry. Ve 3619 : 53,261
1,954,792 i : 2,220,270
Less —

N.D.B. Loan Interest o ! —
Depreciation ok — o st
Whritten backs less written

offs i e 9,991 _ 2,729,445
Surplus on Auction Sale ... 2,095,055 —
Liabilities 12,364 ' =
Stocks Sy 65,168 o
Sundry P 31,099
! 2194229 86,466,001 2760544  70,934797

Balance taken to the Balance _ ; Ee;
Sheet : 90,053,700 - 86,705,438
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] Administrative & Establishment Expenses

Admins. Salaries

Travelling & Subsistance ...

Staff Welfare
Telephone & Postage
Stationery & Printing
‘Sundry Expenses
Bank Charges
Legal Expenses
Depreciation
Books, Papers & Pericdicals
* Recruitment
Entertainment Expenses
~ Passenger Vehicle -
Maintenance '
Head Office Expenses
Staff Bonus & Incentive
Apprentices Allowances &
O[T i
Gratuity & Compensation
Bad Debts—Staff Loans

*2Selling & Distribution Expenses

Sundry Expenses

Advertising

Travelling & Subsistance,
Tran.

Packing Material

Sales Rep. Commission

*3 Financial Charges

Loan Interest
O/D Interest
Changes in Exchange Rates

N.M.P. Others Total Last Year
£98,908 898,908 1,797,816 2,167,843
38,209 38,209 76,418 149,444

99,550 99,551 199,101 118,510
4718 4,718 85,436 73,033
63,133 63,133 126,265 234,169
13,892 13,892 27,785 55,987
6,230 6,231 12,461 17,194
s 143,831 43,83] 26,430
10,467 10,467 20,933 52,607
33,378 33,378 66,756 55,681
2,867 2,867 - K735 56,714
6,019 6,019 12,039 2,029

133,457 133,457 266,913 350,649
848,310 848,310 1,696,620 2,222,783
32,724 32,724 65,448 69,717
9519 9,919 19,839 $2,077
45,102 45 102 90,204 116,536
2,284,884 2329771 4,614,655 5,851,403
850 890 1,780 1,456
138,126 138,126 276,253 36,470
44,454 44,454 58,907 165,266
580,258 348,960 929,218 - 637,545

- 50,310 50,310 100,610 9,070
814,038 582,740 1,396,778 939,807
6,671,829 850,023 7,521,852 6,293,375
132,377 33,094 165,472 ' 947,382
e o . 288,657
6,804,206 883,117 7,687,324 7,529,414

45
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CEYLON STATE HARDWARE CORPORATION

BALANCE SHEET AS AT 3IST DECEMBER, 1986

CAST IRON FOUNDRY - ENDERAM ULLA

* Authorised Capital

Capital Contributed by
" Government

Less -
Accumulated Loss
asat 31.12.86

Reimbursement of Losses ...

Capital Reserves

Development & Research

Less - Expenditure

e it .

ab

This- Year Last Year

22,000,000 22,000,000

24,667,358 24,667,358

. 84847072 83,942,070
(56,788,539)  (28,058,533) 56,788,540 27,153,530
(3,391,175) 2,486,172

14,795 . 32,253
250,000 250,000 A
225,285 24,715 217,114 32,886
(3,351,665) - (2,421,033)
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Fixed Assets

At Cost : ;
- Less—Accumulated Dep....

Current Assets
. Stocks

Raw materials

Finished Goods
Good-In-Transit ST s
Work-In-Progress 31.12.86
Stationery

31,266,229
20,384,250

8,522,510
516,288
188,455
1,402,776
32,786

10,662,815

| 30,767,229
10,881,939  19,483.719 11,283,510

8,989,308
1,020,438
3,020
1,984,255
40,883

12,037,904

Deposits, Sundry Debtors & Prepayments

Debtors Less Provision
for Doubtful Debes

Prepayments :

Hardware Factory If’F

Loans & Advances

* Deposits

Cash & Bank

Cash in hand

Total Current Assets

938,160

469,991
8,802,835
32,377
608,400

10,851,763

9,119

21,523,697

2,759,071
303,542
7,668,640
85,26}
762,242

11,583,756

23,410

23,645,070 _
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Less —Current Liabilities

_Sundry Creditors
Accrued Expenses
1/F Head Office
Forward Sales
Credit Balance in debtors
Ledger
Deposits
K. F. W. Loan Balance
O/D Bank of Ceylon
Provision for Pending
Liabilities
T/R Account

Total Current Liabilities ...

Working Capital

15,572,219
488,050

7,652,179

42,160

1,077,029

460,312
7,350,527
1,839,240

1,275,585

35,757,301

(14,233,604)

(3.351,665)

15,927,326,
862,581
6,683,126
26,931

1,024,369
136,724
7,350,527
3,856,724

1,275,585
205,720

37,349,613

13,704,543 .

— e e —

(2.421,033)
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CEYLON STATE HARDWARE CORPORATION

MANUFACTURING, TRADING, PROFIT & LOSS ACCOUNT

FOR THE YEAR ENDED 3iST DECEMBER, i986

- CAST IRON FOUNDRY — ENDERAMULLA.

Sales'
Less-B.T.T.

Direct Material-
Direct Wages

Prime Cost

Factory Overheads
Indirect Material
Indirect Wages
Works Salaries
Power

Transport

Safety Equipment
Woarks Banus
.Work_s Incentive -
Maintenance
-Depreciation

Service Rendered by
Hardware Factory

Adjusted

Overhead Recoveries

Material Price Variance ...

W.ILP. 01.01.86
W.LP. 31.12.86

This Year

2,341,785 .

1,969,055

. 4,310,840

909,388
781,541
327,680

4,424,669
221,780

6,238
54,910
64,909

952,803
819,398

8,563,316

107,993
1,984,255 .

(1,402,776)

689,472

16,347,831
726,912

15,620,919

Last Year

812,241

1,053,238 -

523,495
4,926,838
202,341
8,286
54,751
75,509

978,222

832,587

35,401

9,502,909

(34,637)
2,927,296
(1,984,255)

908,404

11,817,493
454,702

1,362,791
1,777,805
1,834,807

3,612,612
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Cos: of Production
Purchased Finished Gds.
Finished Gaods 01.01.86
Finished Goods 31.12.86
F/Gds. Recoveries

Cost of Goods Sold

Gross ProF*

Adjusted Other lncome
Trading Ajc Raw Material

* Service Rendered

D/L & V/L Interest

Sundry Income

Surplus on unusual
Transactions

Interest from Bank of
Ceylon Wattala -

' Administrative & Establishment Expenses

 Admins. Salaries
Travelling & Subsistance
Staff Welfare

Telephone & Postage
Stationery & Printing
Sundry Expenses

Bank Charges

Legal Expenses

Dep. of Office Eqmpment &

Furniture
Books, Newspapers &

Periodicals _
Recruitment Expenses
Entertainment Expenses
Passenger Vehicle Main,
Head Office Expenses
Bonus & Incentive
Payments to Tralnees
Compensation & Gratuity

... 13,563,628 14,023,925
304,535 i g
1,020,438 3,014,375
(516,288) (1,020,438)
(241,980) (763,556)
14,130,333 15,254,306
1,490,586 - (3891,511)
303,530 15,564
8,785 © 24,205
2,677 431
7,829 57,735
295,738 e
6,954 625,513 Vi 97,935
2,116,099 (3,793,576)
932,682 987,263
6,174 52,200
26,725 21,817
30,445 25372 -
32,585 24,872
21,762 29,295
49 242
22344 12,358
25,418 26,238
6,789 12,786
4,991 2,439
3,195 4810
136,830 133,005
727,123 952,621
35,616 38,624
4,221 21,281
78,305 157,756
2135634 2,502,979

8y
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Selling & Distribution Expenses

Sales Salaries
Advertising
Transport & Others
. Inspection Charges

Loss on Unusual—
Transactions

Financial Charges

Loan Interest
Overdraft Interest
Increase in Exchange Rate
Sundry

Net Loss for the year

Accumulated loss BfF
from Previous year

Add -
Stocks
Admins. Expenses

~ Surcharges on delayed
payments

Purchase of Goods &
Service

Sundry
Write back/off of Assets

Less -

Sundry
- Depreciation

Surplus on Auction Sale

Stocks

Balance taken to the
Balance Sheet

51

28,577 41,663
3,234 550
35,492 28,253
55,055 54,372
122,358 579,540
T 498716
215,700 185,316
- 691,025 592,430
= 104,593
906725 3,164,717 882339 4,463,574
1,048,618 7,802,452
. 83,942,070 75,705,125
7. 746,026
22,302 A5
6,097 47,485
13,902 R
30 793,511
i 32,964
- 326,054
34,226 e
151,691 2
185,917 83,798,454 359,018 76,139,618
84,847,072 83,942,070
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CEYLON STATE HARDWARE CORPORATION

BALANCE SHEET AS AT 3IST DECEMBER, 1986

Capital Reserve

Fixed Assets

At Cost
Less -Accu. Depreciation

Current Assets

inter Factory Afc—
Cast lron Foundry
Pre-payments
Loans & Advanccs
Deposits

Bank.& Cash Balance
Cash in hand

Total Current Assets

Less - Current Liabilities
, Creditors

Accrued Expenses ;

Inter Factary — Hardware

Factory
Deposits
Bank of Ceylon Gampaha
O/D Ajc No. 2252

Total Current Liabi I_it[es

Working Capital S5 A

HEAD OFFICE
This Year

2,766,998

973,087 1,793,901

7,652,178
940
17,113
64,673

7,734,904

19,060
. 7,753,964

84,862
21,842

8,567,177
72,673

798,811

———————

9,545,365

e e

2,500

52

(1.791,401)

Last Year

1,775,075

© 989,154

6,683,126

2,275
16,224
85,188

6,786,814

17,725
6,804,538

96,862

L2171

7,207,602
74,358

4,072
7,532,065

58,394

e r——————

785,921

(727,527)
2,500
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; CEYLON STATE HARDWARE CORPQRATION
' PROFIT & LOSS ACCOUNT FOR THE YEAR ENDED 3IST DECEMBER, 1986
' ' HEAD OFFICE :

: This Year ; Last Year
Administrative & Establishment Expenses '
Admins. Salaries 1,207,763 1,464,554
Travelling & Subsistance ... 77,934 117,899
Staff Welfare 4,991 : 6,658
Telephone & Postage ... 80,314 A 79,376
Staticnery & Printing -~ ... 9,160 - 10,293
Sundry Expenses. 5% £l 8,497
Bank Charges o 50 - 1,435
Legai Expenses ... 966 - 1,868
Depreciation 176,591 143,502
Periodicals, Newspapers ... :

& Notifications 58,626 : 61,552
Recruitment Expenses ... 3,492 22,812
Entercainment Expenses 14,890 21,184
Passenger Vehicle Main. ... 330,761 412,992
Bonus & Incentive . L a2 389 50,430

_ Maintenance 4,721 : 30,050
insurance Cash-In-Transit. 13,685 : - 13,685
Directors Allowances e 107,509 . 187,963
Audit Fees . 35,200 35,200
Compensation & Gratuity . 33,583 29,376
Donations 25,093 : 1,312
Apprentices Allow. & OfT 795 2,223,905 — . 2,710,630
Sales Expenses
Salaries « o 232,570 433,642
Sundry Expenses 9,405 2,360 -
Advertising - 11,269 253,244 — 436,002
Adjusted
Sundry Income 18,416 19,692 i
Surplus on Auction Sale 27,682 (46,098) — (19,692)

Deficit for the year 2,431,051 3,126,940

53
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N,"n: e ‘_L’ o .
No_

iRe id h;_; T vl

Previous Year Adjustment

Telephone & Postage
Audit Fees

Accrued Expenses
Add — Expenses
Depreciation :
Loans & Advances
Sundry :
Salaries

less —

Accrued Expenses .

Sundry

Total Deficit

Allocated

70%, Hardware Factory

309, Cast .Iron Foundry ...

Ir i

19,103

6,188
Y 6,200
= 1,351
0 10,236
2,963 3,576
250 2,667
6,777 S,
16,179 48,465 :
21,638 5
1,849 .
23,487 (7,308) e 48,465
2,423,743 3,175,405
(1,696,620) (2,222,783)
(727,123)

(952.621)
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