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VISION
To be the most recognized 

model in manufacturing and 
marketing of best Sri Lankan 

CTC and Orthodox Tea.

MISSION
To manufacture superior quality, 

tasty and consumer friendly 
Sri Lankan Tea aiming at internal 

and external markets.
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Preamble
Corporate Profile Kalubowitiyana Tea Factory Limited

Kalubowitiya Tea Factory Limited (KTFL) is a limited liability 
company incorporated under the Companies Act No; 17 
of 1982 and re-registered under the new Companies Act 
No; 07 of 2007. The Company was established to produce 
Cut, Tear and Curl (CTC) Tea and commenced commercial 
operations on 1st August 1994, with an initial capital of 
Rs. 50 Million consisting of five million shares valued Rs.10 
per share. The initial capital was provided under the Indian 
line of Credit. Our second tea factory at Derangala was 
established under the same line of credit and commenced 
its operations in March 2000. Our third Tea factory is 
the Hiniduma Hills Tea Factory, was previously under the 
Tea Shakthi Fund, was transferred to KTFL under a profit 
sharing agreement. The Company re-established this 
factory using its own funds and the Hiniduma Tea Factory 
commenced operations from 2012.

The latest addition to the Company is the Manikdiwela 
Factory which was previously belonged to the Tea Shakthi 
Fund, located at Manikdiwela Village, Yatinuwara Electorate 
in Kandy District. The Company used its own funds to re- 
establish this factory as well.

The Company produces approximately 2,000,000 Kgs, 
of quality teas annually, using the selected green leaf 
purchased from the smallholders.

The kalubowitiyana, Factory produces CTC Teas using the 
CUT, TEAR and CURL process, whilst Derangala, Hiniduma 
and Manikdiwela adopt the conventional orthodox process 
to produce range of leafy and small grades

KTFL owns and operates 4 ISO 22000; 2005 Certified 
Factories, which manufacture the highest-quality Pure 
Ceylon Tea for the global market. Also add considerable 
brand value to KTFL’s credentials as the leading CTC Tea 
manufacturer in the country. Reinforcing the commitment 
to be a world class Tea manufacturer, KTFL has adopted 
the internationally-accepted best practices including Global 
Gap framework, RA/UTZ standards and guidelines, in 
addition to Good Manufacturing Practices.

The Company’s Tea production – around 90% is sold at 
the Colombo Tea Auction through Brokers, whilst a small 
proportion is destined for the local market through Sales 
Centers located island wide, Factories and Head Office.

The mandate of the company as per the Articles of 
Association is as follows:

XX To carry on the business of tearing, curing, preparing, 
processing and manufacturing tea leaf purchased from 
growers

XX To cultivate, grow, manage and superintend tea 
plantations.

Garden Marks and Type of Teas
Kalubowitiyana which Garden Mark of CTC is famous for its 
premium grade ; PF1 as it helps the busy world experience 
the true flavours of Teas by filling easy to use Tea Bags is 
the leader of CTC manufacturer in the country.is becoming 
popular among local consumers.

Derangala, and Hiniduma marks has its reputation for 
appearance of its dark Tea Leaves of various shapes, when 
brewed, it materialises as a rich red liquid, full flavoured, 
strong and robust, a liquor distinctively unique from the 
other six regions.

Manikdiwela mark produces typical low grown style range 
of Tea grades which has a distinctive bright intensely full 
bodied taste.

Our Products
CTC 

BP 1 PD PF 1

Orthodox
FBOP 1 FBOPF BOP 1 FBOPF 1

FBOP BOP OP 1 SILVER TIP

FBOPF SP PEKOE OP

Standard
Our Teas are renowned for its excellent quality, having 
been certified for accepted quality certifications, product 
responsibility and customer health & safety. All products 
and processes are fully compliant with ISO 22000:2005 & 
HACCP certification issued by the Sri Lanka Accreditation 
Board and additionally all the factories have received 
GMP Certification. Implementation and maintaining Food 
Safety Management System (ISO 22000:2005 & HACCP) 
for all Black Tea manufacturing facilities reinforces our 
commitment towards product responsibility and ensures 
Food Safety and quality standards are maintained form 
end-to-end. Tea Quality is tested annually for heavy metals; 
Microbiological criteria and Agro-Chemical residues are per 
the requirement of ISO 3720 standard. 
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Chairman’s Review

I am pleased to present the Annual 
Report for the Financial Year ended 
31st March 2022. The tea industry 
in Sri Lanka has historically played 
a pivotal role in the economy, 
both in terms of foreign exchange 
earnings as well as providing 
employment opportunities. For 
more than a century, the tea 
industry has been at the forefront 
of driving the economy, and 
despite its challenges, continues 
to remain a vital industry in terms 
of national output, direct and 
indirect employment, and foreign 
exchange earnings. Continuing from 
a challenging period due to the 
impact of the COVID-19 pandemic 
in the previous year, the challenges 
were further exacerbated in the 
period under review due to the 
continuation of effects of the 
pandemic, as well as the fertilizer 
issues that impacted the entire 
plantation sector of the country. 
Macro-economic conditions 
that continued to show global 
challenges had an effect on the 
industry, compounded by effects of 
worldwide logistics, currencies, and 
supply and demand fluctuations, 
that drove government policy in 
many countries.

Local Tea Production
The continuation of effects from a debilitating COVID-19 
pandemic showed restricted ease in resuming normal 
production, and showed slow restraint in allowing the 
economy to function in the “new normal” of living within 
constricted conditions. Government policy on the ban 
of chemical fertilizer that farmers had historically been 
accustomed to further compounded the condition, with the 
unavailability of fertilizer and subsequent slow access to 
the same at significantly higher prices posed visible results 
in the quantity and quality of green leaf.

The total tea production in Sri Lanka for the year 2021 
recorded 299.34 Million kgs, in comparison to 278.33 
MKgs for the same period in 2020 (+21.01MKgs). All three 
elevations of High, Medium and Low grown tea showed 
an increase the overall production of tea in comparison to 
2020.

The total national average of teas sold during the year 
2021 was Rs. 615.44 per kg, compared to the highest ever 
figure of Rs. 628.21 in the year 2020. Average prices in 
the High Grown elevation showed a rise from Rs. 580.90 
in 2020 to Rs. 587.13 in 2021, while both Medium and 
Low Grown elevations showed a decline from Rs. 553.94 in 
2020 to Rs. 550.80 in 2021, and Rs. 666.32 in 2020 to Rs. 
644.23 in 2021 respectively.

Low Growns with the largest market share of 61.16% of 
the production recorded a continued increase to 183.18 
million kgs from 169.88 million kgs in the previous year. 
Production in the High and Medium elevations too showed 
an increase from 62.24 MKgs in 2020 to 65.33 MKgs in 
2021 and 46.73 Mkgs in 2020 to 50.98 MKgs in 2021 
respectively.

Country-wise analysis shows that Iraq emerged as the 
largest importer of tea from Sri Lanka with an increase 
of 27% for the period January to December 2021 in 
comparison to the same period in 2020. Turkey has declined 
from its top position in the previous year to second place, 
with a drop of 23.5% YoY, followed by Russia which also 
shows a decline of 7.6% YoY. The UAE has moved up to 
the fourth position with a significant increase of 167% from 
the previous year. Iran shows a marginal gain of 4.7%, while 
other notable importers include China, Libya, Azerbaijan, 
Chile and Syria. 
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Company Performance
Against a challenging operating environment, although 
the total revenue of the Company increased to cross the 
Rs. 1 Billion mark to Rs. 1.175 Billion, the net profit ended 
on a negative Rs. 14 Million. The Company witnessed 
higher cost of sales resulting from enhanced prices paid for 
bought leaf, resulting in a reduced gross profit, despite the 
progress made on consistent reduction of administration 
and finance costs by implementing stringent controls. 

Our Strategy
The key focus of the Company remains to be a consistent 
producer of quality end products while following Good 
Manufacturing Practices (GMP). In this context, the 
Management maintains strict quality parameters on Green 
Leaf, processing and marketing in order to achieve the 
final goals of the company. From a strategic perspective, 
the Company intends to provide continuous education 
and enhance the competence levels of the Tea Smallholder 
community serving the Company’s factories in relation 
to sound agricultural practices, in an effort to increase 
yields and establish a higher premium on the end product. 
The consolidation of the “Randalu” welfare societies has 
succeeded in strengthen the good relationship with the 
smallholder segment, while marketing tea to the local 
market via the “Kalubowitiyana” brand continues to grow 
through various channels. In order to keep improving the 
knowledge levels and productivity of the executive staff 
and workers, Kalubowitiyana Tea Factory Ltd will continue 
to conduct relevant training and development programmes 
throughout the year. The Company recognises its people to 
be its strongest endowment, and continues to operate on 
strong fundamentals. 

Future Prospects
The tea industry in Sri Lanka has witnessed a continuous 
downward trend, facing numerous difficulties including low 
planting rate, high cost of production, low productivity, 
shrinking land area utilised for plantations and severe 
shortages of labour. The local and global factors affecting 
the stability in production as well as in exports have been 
further affected by competition from other tea producing 
nations in Africa and from India.

Chairman’s Review

The future of the industry will have to be given significant 
consideration and policy formulation, taking into account 
the prospective depletion of the number of tea pluckers 
as well as available suitable land mass. Policy formulation 
needs to be strategically developed, focusing clearly on 
the short, medium and long term goals and mechanisms to 
achieve them. Value addition, energy saving mechanisms, 
factory modernization, use of IoT and new digital 
technologies would need to be adopted, while ensuring 
accepted industry standards are maintained.

The long-term prospects of the entire Tea industry depends 
on innovation and adaptability to evolving consumption 
patterns and methods. While the overall clientele would 
naturally even comprise a smaller number of connoisseurs, 
value added, innovative, consumer friendly derivatives 
and alternatives may hold the future of the industry, with 
concentrates with varying flavours being transformed into 
the final product of varying desire. Finding the right balance 
between the grand traditional beverage and innovative 
solutions keeping with evolving consumption patterns may 
hold the key to the sustenance of the industry.

Appreciation
On behalf of the Board of Directors, I would like to extend 
my appreciation to the Tea Smallholder sector on whom we 
continue to remain dependent, as well as the employees 
and Management of Kalubowitiyana Tea Factory Ltd, 
whose consolidated efforts continue to steer forward our 
operations amidst challenging environments. Our sincere 
appreciation extends to the Minister of Plantation Industries 
Hon. Dr. Ramesh Pathirana, for his valuable advise and 
guidance afforded to us at all times, as well as the unstinted 
support of the Secretary and officials of the Ministry of 
Plantation Industries and the Board of Directors of KTFL. 
We greatly valued the support rendered to us by all the Tea 
Brokering Companies and buyers of our products, who have 
constantly given us competitive premiums for our Teas. 
Despite the year ahead looming with significant challenges, 
I draw confidence from the support and loyalty of our 
people, our stakeholders with their strong partnerships, 
which constantly gives us determination in forging ahead 
with confidence. 

Aminda Rodrigo
Chairman
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Organisational Structure
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Organisational Structure
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Operational Information

Head Office
Address No. 53, Rathnayaka Mawatha, Pelawatta, Thalangama South, Battaramulla, Sri Lanka.

Human Resources Managing Director	 –	 1
Manager Finance	 –	 1
Assistant Manager Finance	 –	 1
Assistant Manager Marketing	 –	 1

Accounts Assistant	 –	 2
Management Assistant	 –	 11 
Peon	 –	 3 
Driver	 –	 4

Kalubowitiyana CTC Tea Factory
District Matara Sub District Morawaka

Village Kalubowitiyana Elevation Low Country

Trade Mark Kalubowitiyana Type of Production CTC Teas

Human Resources Factory Manager	 –	 1
Office Staff	 –	 6

Factory Staff	 –	15

Derangala Tea Factory
District Matara Sub District Morawaka

Village Kiriwelkelle Elevation Low Country

Trade Mark Derangala/	
Kiriwelkelle

Type of Production Orthodox Teas

Human Resources Factory Manager	 –	 1
Office Staff	 –	 4

Factory Staff	 –	 10

Hiniduma Hills Tea Factory
District Galle Sub District Thawalama

Village Jasmine valley Elevation Low Country

Trade Mark Hiniduma Hills/	
Thawalama Hills

Type of Production Orthodox Teas

Human Resources Assistant Factory Manager	–	 1
Office Staff	 –	 3

Factory Staff	 –	 11

Manikdewela Tea Factory
District Kandy Sub District Yatinuwara

Village Manikdewela Elevation Western Medium

Trade Mark Manikdewela Type of Production Orthodox Teas

Human Resources Factory Manager	 –	 1
Office Staff	 –	 3

Factory Staff	 –	 5
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Comparison with Medium Grown Elevational Average
Month Medium Grown 

Average
(Rs.)

Monthly Average

Manikdewela
(Rs.)

Variance

April 2021 554.45 568.70 14.25

May 538.58 525.44 (13.14)

June 509.92 461.32 (48.60)

July 503.04 471.22 (31.82)

August 498.41 463.94 (34.47)

September 483.47 427.38 (56.09)

October 512.88 488.14 (24.74)

November 533.66 520.14 (13.52)

December 536.55 485.21 (51.34)

January 2022 617.48 658.58 41.10

February 632.34 632.75 0.41

March 707.16 745.40 38.24

Table – 12

Comparison of Sales Averages with Elevation

Manikdewela Tea Factory – Comparison with Medium Grown Elevation Average	 (Rs.)

  Medium Grown Average (Rs.)        Manikdewela

April
2021

May June July August September October November December January
2022

February March

750.00
600.00
450.00
300.00
150.00

0

Graph – 11



28

Top Prices – 2021/22

Sale date Sale
No.

PF1 P-Dust

Broker Invoice No.  Price Broker Invoice No.  Price 

2021-04-21 15 BPM 740  750.00 

2021-06-29 25 FW 124  640.00 

2021-07-06 26 BPM 135  680.00 

2021-08-03 30 LCBL 173, 179  660.00 

2021-08-17 32 JK 198  690.00 

2021-10-05 39 FW 210  660.00 

2021-10-18 41 JK, CTB 325, 334  720.00 

2022-01-04 1 JK 467,472  870.00 

2022-01-10 2 JK, FW, FW, CTB 482, 477, 484, 483  880.00 

2022-01-25 4 FW 500  940.00 

2022-02-03 9 ASIA 585  810.00 

2022-03-22 12 FW, BPM, ASIA, JK 622, 617, 623, 618, 624, 619, 626  920.00 

Table – 13

JK – John Keells PLC
BPM – Bartleet Produce Marketing (Pvt) Limited
LCBL – Lanka Commodity Brokers Ltd 
CTB – Ceylon Tea Brokers Ltd 
FW – Forbes & Walker Tea Brokers Ltd 
ASIA – Asiya Siyaka Tea Brokers Ltd
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Financial Capital

Revenue Analysis
In the year under review, the company reported gross 
revenue of Rs. 1,041 Mn in comparison to Rs. 1,176 Mn 
recorded in the previous financial year, which reflects 
a 11.48% decrease year on year. Some key challenges 
from the previous year prevailed during the year under 
consideration as well, such as unfavorable weather 
conditions that affected crop output; a loss of several 
buyers in Russia who shifted towards procuring CTC teas 
from Kenya; and serve competition among tea factories to 
source as much green leaf as possible from the Tea Small 
Holder segment.

Rs. 51 Mn Local Sales in last year have been increased to 
Rs. 56 Mn in this year.

Cost of Sales and Operating Expenses
The Cost of sales amounting to Rs. 1,026 Mn witnessed a 
11.39% decrease from the previous financial year. The cost 
of green leaf was decreased during the year.

Administration expenses were decreased to Rs. 36.91 Mn 
in 2021/22 against Rs. 43.91 Mn in the previous year, in 
line with a decrease in multiple expenditure components.

Other Operating Income
Other Operating Income increase to Rs.20.0 Mn from 15.24 
Mn recorded in the previous financial year. Consequently 
the operating Profit was increased to Rs. (2.15) Mn from 
Rs. (12.46) Mn recorded in previous year.

Finance Cost
During the year, the company’s Finance expenses were 
Rs. 9.08 Mn. The company earned an interest income 
amounting to Rs. 8.47 Mn during the current financial 
year. The company loan to BCC Lanka in 2003 continued 
to remain on the balance sheet and generated an interest 
income to the company.

Financial Position and Liquidity
Non-Current Assets
The Non-current assets comprise 173% of the total asset 
base due to the revaluation. During the financial year under 
review, the company invested Rs. 22.39 Mn for Plant & 
Machinery, Building and Factory Equipment’s, Furniture and 
Fittings.
 

Loan – BCC Lanka Ltd.
During the year, the company made several attempts to 
recover the loan of Rs. 10 Mn given to BCC Lanka Ltd 
way back in 2004; together with accumulated interest of 
Rs. 51.12 Mn (totaling Rs. 61.12 Mn) however none of the 
attempts were successful.

Working Capital 
During the year, the company’s current assets rose to 443.6 
Mn from Rs. 385.37 Mn in the previous year. Inventories 
were increased to Rs. 174 Mn from Rs. 149 Mn. The trade 
payables quantum increase of Rs. 126 Mn from Rs. 83 Mn 
in the previous year. Bank overdrafts significantly increased 
Rs. 76 Mn from Rs. 62 in the previous year. The company 
therefore managed to maintain its working capital cycle 
within satisfactory limits.

Capital Structure
Equity
The company’s issued ordinary share capital amounts 
to Rs. 46,375,070.00. Brought forward losses reserves 
increased by revaluation gain and Treasury Grant for the 
financial year under review. 

Borrowings
The company not obtained any borrowings in this 
financial year.
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Human Capital

Training and Development 
Training and development forms a cornerstone of our 
efforts to build our human capital. The management 
continually assesses skill gaps and the Training & 
Development requirement is then driven by the results of 
the skill assessments to ensure staffs is skill and competent 
at regular intervals. During the year under review, the 
Company provided diverse training opportunities to 
employees in order to enhance their professional and 
technical skills. 

On-the-job training is one of the key methods followed 
for training and development of our employees. Further, 
we have cross-trained our staff in order to empower them 
to operate in multiple divisions of the Company. Such 
development procedures have enhanced the flexibility of 
the Company and enabled it to leverage on skill utilisation 
and maximisation. In return, our employees have been 
given several opportunities for mobility across the Company 
and prominence has been given to career development 
prospects.

Training Programmes for Executives/Staff/Workers during 
the year:

XX Staff training for Development of efficiency (National 
Institute of Plantation Management)

XX Seminar for Executive Staff regarding Budget 2022 
(Colombo Stock Exchange)

Capital Investments 
The Company periodically undertakes capacity 
enhancements in systems, processes and infrastructure 
to maintain its competitiveness. During the period under 
review, several projects were embarked on:

XX Rs. 7.5 Mn worth of Plant and Machinery add to 
Derangala Tea Factory

XX Rs. 5.2 Mn worth of Plant and Machinery add to 
Hiniduma Tea Factory

XX During the year Rs. 2.0 Mn was spend to repairs and 
additions to Buildings.
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Social Capital

The Company considers Tea small Holders, Staff & Workers 
to be its key stakeholders and ensures that it remains 
closely engaged with these valued stakeholders. Its 
strong stakeholder engagement means that the Company 
understands the challenges faced by them and in turn has 
conducted a host of Corporate Social Responsibility (CSR) 
projects to benefit the stakeholders and uplift them:

Healthcare
The health and well-being of the Company’s stakeholders is 
a pivotal concern and several projects are carried out every 
year to benefit them.

Educational and Other CSR Activities
XX The Randalu Welfare Society has been formed for the 
improvement of quality standards for the welfare of all 
stakeholders in all four factories. 

XX Awareness Programmes on Tea Cultivation for the 
benefit of Tea Small Holders were held in all four 
factories. 

XX Keeping in mind the religious nature of our local 
communities, the Company understands that religion 
occupies an important part of its stakeholders’ lives and 
therefore it facilitates this by organizing arms giving to 
monks.
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Directors’ Report

ANNUAL REPORT OF THE 
DIRECTORS OF KALUBOWITIYANA 
TEA FACTORY LIMITED ON THE 
AFFAIRS OF THE COMPANY FOR 
THE FINANCIAL YEAR ENDED 
31st March 2022 
Nature of the Business 
The principle activities of the Company are to carry on 
the business of treating, curing, preparing, processing and 
manufacturing tea leaf purchased from growers; and to 
cultivate, grow, manage and superintend tea plantations. 

Performance of the Company
The review of the Company’s business and its performance 
during the year which comments of the financial results 
are contained in the Financial Statements including the 
Auditors Report (attached herewith), which forms part of 
this Annual Report. 

The accounting policies adopted in the preparation of the 
Financial Statements are given on pages 38 to 66 in the 
Notes to the Financial Statements. 

Changes in the accounting policies 
The accounting policies adopted by the Company have 
been consistently applied without any change from the 
previous years. 

Entries made in the Interest Register
Entries made in the Interest Register are disclosed under 
the heading “Related Party Transactions” on page 58 in the 
Notes to the Financial Statements.

Remuneration and other benefits of 
Directors 
The Directors’ emoluments for the financial year ending 
31st March 2022 is addressed in page 48 of the Notes to 
the Financial Statements.

Donations 
Donations has not been paid for the financial year under 
review.

Directors of the Company
The directors of the Company during the financial year 
ended 31st March 2020 are as follows: 
Mr. B.K. Aminda Umesh Rodrigo - Chairman
Mrs .W.A. Indranie Sugathadasa 
Mrs. J.A.Thanuja Darshika Sarathkumara 
Mr. D.M.M. Dissanayake 
Mr. Don Upul Abeysundera 
Mr. W.K.B.T. Kumara Alwis 
Mr. Jayantha Wijesinghe 
Mr. R.C.D. Jayawardena

Auditor’s fee 
The auditor’s fee has not been paid for the financial year 
under review. 

Auditors interest in the Company other 
than as auditors 
The Directors are satisfied that the auditors do not have 
any relationship or interest in the Company that would 
impair their independence. 

Director

Director

Company Secretary

On this 17th day of August 2022. 
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Notes to the Financial Statements – 
Accounting Policies

1.  Reporting Entity
1.1  Corporate Information
Kalubowitiyana Tea Factory Limited is a Limited Liability 
Company incorporated on 30th September 1992 under the 
Companies Act No. 17 of 1982 and then re - registered 
under the new Companies Act No.7 of 2007, on 16th June 
2009 and domiciled in Sri Lanka.  

The registered office of the Company is located at No. 53, 
Rathnayaka Mawatha, Pelawatta, Battaramulla.

1.2  Principal Activities and 
the Nature of Operations 
The principle activities of the Company are cultivation, 
manufacturing and sale of tea from tea leaf purchased from 
growers and from own estates.

1.3  Directors
The Directors present herewith the audited financial 
statements for the year ended 31st March 2022. The 
Directors are responsible for preparing and presenting these 
financial statements.

The Directors of the Company as at 31st March 2022 were,
Mr. B. K. Aminda Umesh Rodrigo – (Chairman)
Mrs. W. A. Indrani Sugathadasa
Mr. H. Hemal Kasthuriarachchi
Mrs. J. A. T. D. S. Kumara
Mr. Don Upul Abeysundera
Mr. W. K. B. T. Kumara Alwis
Mr. Jayantha Wijesinghe
Mr. R. C. D. Jayawardena
Mrs. D. M. M. Dissanayake
 

1.4  Company Secretaries
RNH Holdings (Pvt) Ltd.
RNH House’, No. 622 B,
Kotte Road, Kotte.

1.5  Registered Office
No. 53, 
Rathnayaka Mawatha, 
Pelawatta, 
Battaramulla.

1.6  Auditors
Auditor General.
National Audit Office
No. 306/72, 
Polduwa Road, 
Battaramulla.

1.7  Date of Authorisation for 
Issuing Financial Statements
The financial statements of Kalubowitiyana Tea Factory Ltd, 
for the year ended 31st March 2021 were authorized for 
issue by the directors on 25th of June 2021.
 

2.  General Policies
2.1  Basis of Preparation
The financial statements of Kalubowitiyana Tea Factory Ltd 
comprise the statement of financial position, statement 
of comprehensive income, statement of cash flows and 
statement of changes in equity, accounting policies 
and notes to the financial statements. These financial 
statements have been prepared in accordance with the Sri 
Lanka Accounting Standards (LKAS and SLFRS) laid down 
by the Institute of Chartered Accountants of Sri Lanka.

2.2  Basis of Measurement
The financial statements have been prepared on historical 
cost basis except where appropriate disclosures are made 
with regard to fair value under relevant notes. Assets and 
liabilities are grouped by nature and in an order that reflect 
their relative liquidity.

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

2.3  Taxation
(a)  Current Tax
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 No. 10 of 2006 and subsequent 
amendments thereto.
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(b)  Deferred Tax
Deferred Tax is provided using the liability method, 
providing for temporary differences between the carrying 
amounts of assets and liabilities for the financial reporting 
purpose and amounts used for tax purpose. Deferred tax 
is measured at the tax rate that is expected to apply to 
temporary differences when they are reversed, based on 
the laws that have been enacted by the reporting date.

Deferred tax assets are recognized to the extent that is 
probable that future taxable profits will be available against 
which such timing difference can be utilized. Deferred tax 
assets are reviewed at each reporting date and reduced to 
the extent that it is no longer probable that the related tax 
benefit will be realized.

2.4  Valuation of Assets and their Bases 
of Measurement
2.4.1  Property, Plant and Equipment
Property, plant and equipment are stated at cost or fair 
value less accumulated depreciation and any accumulated 
impairment in value. The carrying values of property plant 
and equipment are reviewed for impairment when events 
or changes in circumstances indicate that the carrying 
value may not be recoverable. All items of property, 
plant and equipment are initially recorded at cost. Where 
items of property, plant and equipment are subsequently 
revalued, the entire class of such assets is revalued at 
fair value. Revaluations are done with sufficient regularity. 
When an asset is revalued, any increase in the carrying 
amount is credited directly to a revaluation reserve, except 
to the extent that it reverses a revaluation decrease of 
the same asset previously recognized in the statement 
of comprehensive income, in which case the increase is 
recognized in the statement of comprehensive income. 
Any revaluation deficit that offsets a previous surplus 
in the same asset is directly offset against the surplus in 
the revaluation reserve and any excess recognized as an 
expense. 

Upon disposal, any revaluation reserve relating to the asset 
sold is transferred to retained earnings. Items of property, 
plant and equipment are derecognized upon replacement, 
disposal or when no future economic benefits are expected 
from its use. Any gain or loss arising on de-recognition of 
the asset is included in the statement of comprehensive 
income in the year the asset is derecognized.

(a)  Depreciation
Provision for depreciation is calculated by using the straight-
line method on the cost or valuation of all property, plant 
and equipment, other than freehold land, in order to write 
off such amounts over the estimated useful economic lives 
of such assets. The estimated useful lives of assets are as 
follows:

Asset category Years

Buildings 20

Water and electricity               20

Motor vehicles 4

Plant and machinery 8

Equipment 8

Furniture and fittings 8

Computer equipment 8

Roads 10

Others 8

Biological Assets (Tea) 30

Table – 19

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

The useful life and residual value of assets are reviewed, 
and adjusted if required, at the end of each financial year.

(b)  Restoration Cost
Expenditure incurred in repairs or maintenance of property, 
plant and equipment in order to restore or maintain the 
future economic benefits expected from originally assessed 
standard of performance, is recognised as an expense when 
incurred.

2.4.2  Biological Assets
The entity recognizes the biological assets, on cost basis. 
Biological asset of the company comprise of the tea bushes 
in Kalubowitiyana & Derangala Factories. The Company 
recognizes Plants up to 3 years as immature and Tea bushes 
more than 3 years as matured. 
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2.4.3  Financial Assets (Non-derivative)
The Company initially recognizes loans and receivables 
and deposits on the date that they are originated. All 
other financial assets (including assets designated at fair 
value through profit or loss) are recognized initially on the 
trade date at which the Company becomes a party to the 
contractual provisions of the instrument.

The Company derecognizes a financial asset when the 
contractual rights to the cash flows from the asset expire, 
or it transfers the rights to receive the contractual cash 
flows on the financial asset in a transaction in which 
substantially all the risks and rewards of ownership of the 
financial asset are transferred. Any interest in transferred 
financial assets that is created or retained by the Company 
is recognized as a separate asset or liability.

For the purpose of classification of financial assets the 
assessment of the company’s financial asset was made as 
of the date of initial application, 1 April 2020, and then 
applied retrospectively to those financial assets that were 
not derecognized before 1 April 2020. The assessment of 
whether contractual cash flows on debt instruments are 
solely comprised of principal and interest was made based 
on the facts and circumstances as at the initial recognition 
of the assets. The classification and measurement 
requirements of SLFRS 9 did not have a material impact on 
the company’s results and financial position, therefore the 
company has not restated comparative information for prior 
periods.

The Company has the following financial assets (non-
derivative):

XX Loans and receivables
XX Cash and cash equivalents

(a)  Loans and Receivables
Loans and receivables are financial assets with fixed or 
determinable payments that are not quoted in an active 
market. Such assets are recognized initially at fair value 
plus any directly attributable transaction costs. Subsequent 
to initial recognition loans and receivables are measured at 
amortized cost using the effective interest method, less any 
impairment losses. Loans and receivables comprise trade 
and other receivables.
	

(b)  Cash and Cash Equivalents
Cash and cash equivalents comprise cash balances and call 
deposits with original maturities of three months or less. 
Bank overdrafts that are repayable on demand and form 
an integral part of the Company’s cash management are 
included as a Component of cash and cash equivalents for 
the purpose of the statement of cash flows. Cash and cash 
equivalents comprise cash in hand and deposits at bank. 
Bank overdraft is included as a component of cash and 
cash equivalents for the purpose of the statement of cash 
flows, which has been prepared using the indirect method.

2.4.4  Impairment
A financial asset not carried at fair value through profit 
or loss is assessed at each reporting date to determine 
whether there is objective evidence that it is impaired. 

A financial asset is impaired if objective evidence indicates 
that a loss event has occurred after the initial recognition 
of the asset, and that the loss event had a negative effect 
on the estimated future cash flows of that asset that can 
be estimated reliably.

The Company considers evidence of impairment for 
receivables at collective level. All receivables with similar 
risk characteristics are grouped together and collectively 
assessed for any impairment that has been incurred but not 
yet identified. 

An impairment loss in respect of a financial asset measured 
at amortized cost is calculated as the difference between 
its carrying amount and the present value of the estimated 
future cash flows discounted at the asset’s original effective 
interest rate. Losses are recognized in profit or loss and 
reflected in an allowance account against receivables. 
Interest on the impaired asset continues to be recognized 
through the unwinding of the discount. When a subsequent 
event causes the amount of impairment loss to decrease, 
the decrease in impairment loss is reversed through the 
profit or loss.
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2.4.5  Inventories
Inventories comprise processed, unprocessed and semi-
processed agricultural produce, and other consumables. 
Processed, Unprocessed and semi-processed agricultural 
produce at the end of the financial period is considered as 
fully processed agricultural produce and is measured at net 
realizable value.

Other consumables are measured at lower of cost or 
net realizable value. When the inventories are sold, 
the Company recognizes the carrying amount of those 
inventories as an expense in the period in which the related 
revenue is recognized.

2.5  Liabilities and Provisions
Liabilities are recognized in the statement of financial 
position when there is a present obligation arising from 
past event, the settlement of which is expected to result 
in an outflow of resources embodying economic benefits. 
Obligations payable at the demand of the creditor or 
within one year of the financial position date are treated 
as current liabilities in the statement of financial position. 
Liabilities payable after one year from the financial position 
date are treated as non-current liabilities in the statement 
of financial position.

A provision is recognized in the statement of financial 
position when the Company has a legal or constructive 
obligation as a result of a past event and it is probable 
that an outflow of economic benefits for which a reliable 
estimate could be made is required to settle the obligation.

2.5.1  Retirement Benefit Obligations

(a)  Defined Benefit Plan – Gratuity
A full provision has been made on account of retiring 
gratuity from the first year of employment in conformity 
with the Sri Lanka Accounting Standard No.19- ‘Retirement 
Benefits’ according to the actuarial valuation.

The key assumptions used in determining the retirement 
benefit obligations include the followings:
Disability: 10% of the Mortality Table
Staff Turnover Rates:  1.00% across the board up to age 

54 and thereafter zero.
Normal Retirement Age: 60 years (The employee who 

are aged over the specified retirement age have been 
assumed to retire on their respective next birthday).

Rate of Discount: 8.00% p.a.
Salary Escalation Rates: Basic Salary: Staff: 8.00% p.a.; 

Increments are due every year in the Month specified in 
the data.

Basic Salary: Daily paid workers: 8.00% p.a.; with next 
increment due in April 2021.

Allowances: N/A
Retiring Gratuity Formula: Staff: Half month’s Salary plus 

Allowances for each completed year of service for those 
with at least 5 years’ service.

Daily paid workers: 14 days wages for each completed year 
of service for those with at least 5 years’ service.

(b)  Defined Contribution Plan – Employees’ 
Provident Fund and Employees’ Trust Fund
Employees who are eligible for Employees’ Provident Fund 
contributions and Employees’ Trust Fund contributions in 
line with respective statutes and regulations.

2.6  Statement of Comprehensive Income
2.6.1  Revenue Recognition	
Revenue is recognized to the extent that it is probable that 
the economic benefits will flow to the Company and the 
revenue and associated costs incurred or to be incurred 
can be reliably measured. Revenue is measured at the fair 
value of the consideration received or receivable net of 
sales discounts and sales taxes.
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(a) Sale of Goods
Revenue from the sale of goods is recognized when the 
significant risks and rewards of ownership of the goods 
have passed to the buyer with the Company retaining 
neither a continuing managerial involvement to the degree 
usually associated with ownership, nor effective control 
over the goods sold.

(b)  Gains and Losses
Net gains and losses of a revenue nature arising from the 
disposal of property, plant and equipment and other non-
current assets, including investments, are accounted for in 
the income statement, after deducting from the proceeds 
on disposal, the carrying amount of such assets and the 
related selling expenses. Gains and losses arising from 
activities incidental to the main revenue generating activities 
and those arising from a group of similar transactions which 
are not material, are aggregated, reported and presented on 
a net basis.  

Any losses arising from guaranteed rentals are accounted 
for in the year of incurring the same. A provision is 
recognized if the best estimate indicates a loss.
			 

(c)  Interest Income
Interest income is recognized on accrual basis using 
effective interest method (EIR).

(d)  Other Income
Other income is recognized on an accrual basis.

2.6.2  Expenditure Recognition
Expenses are recognized in the statement of comprehensive 
income on the basis of a direct association between the 
cost incurred and the earnings of specific items of income. 
All expenditure incurred in the running of the business 
and in maintaining the property, plant and equipment in a 
state of efficiency have been charged to the statement of 
comprehensive income. For the purpose of presentation of 
the statement of comprehensive income, the “function of 
expenses” method has been adopted, on the basis that it 
presents fairly the elements of the Company’s performance.
			 

2.7  Basic Earnings/(Loss) Per Share 
The Company presents Basic Earnings/ (Loss) Per Share 
(EPS) data for its ordinary shares. Basic EPS is calculated 
by dividing the profit or loss attributable to ordinary 
shareholders of the Company by the weighted average 
number of ordinary shares outstanding during the period.
	

2.8  Comparatives Information
Comparative information including quantitative, narrative 
and descriptive information is disclosed in respect of the 
previous period for all amounts reported in the financial 
statements in order to enhance the understanding of the 
financial statements of the current period and to improve 
the inter-period comparability. When the presentation or 
classifications of items in the financial statements have 
been amended, comparative amounts have also been 
reclassified to conform with the current year in order to 
provide a better presentation.

2.9  Events Occurring after the 
Reporting Date
All material post events of statement of financial position 
have been considered, and where appropriate adjustments 
or disclosures have been made in respective notes to the 
financial statements.
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28.1.1  The compensation of KMPs are disclosed in the note 6 to the accounts.

28.1.2  No loans were given to KMPs during the Year.

28.1.3  The shareholdings of the KMPs together with their close family members – None.

28.1.4  The names of the Directors of the Company, who are also directors of other companies – None.

28.2 Transactions with Close Family Members
Close family members are those who may be expected to influence or be influenced in their dealings with the Company.

There were no transactions with  close family members during the year.

28.3 Dealing with Subsidiaries, Associates and Joint Ventures – None

29.  Factory Segments
29.1 Sales

Kalubowitiyana
Factory

Rs.

Derangala
Factory

Rs.

Hiniduma Hills
Factory

Rs.

Manikdiwela
Factory

Rs.

Sales
Centre

Rs.

Total

Rs.

Gross sales 563,607,282.00 197,252,770.00 147,104,840.00 89,926,815.96 997,891,707.96

Less: Brokerage 
and sales expenses (6,479,756.38) (3,114,006.83) (2,386,325.43) (1,536,980.58) - (13,517,069.22)

557,127,525.62 194,138,763.17 144,718,514.57 88,389,835.38 - 984,374,638.74

Add/Less – Inter  
factory transaction -

Add: Local sales 21,642,605.85 6,382,258.04 3,923,049.00 6,320,531.82 18,490,158.00 56,758,602.71

Total 578,770,131.47 200,521,021.21 148,641,563.57 94,710,367.20 18,490,158.00 1,041,133,241.45

Table – 55

29.2 Cost of Sales
Kalubowitiyana

Factory
Rs.

Derangala
Factory

Rs.

Hiniduma Hills
Factory

Rs.

Manikdiwela
Factory

Rs.

Sales
Centre

Rs.

Total

Rs.

Bought leaf 416,161,361.77 148,723,791.37 110,011,318.00 71,322,432.96 746,218,904.10

Manufacturing 
cost -

Production cost 79,554,106.95 42,996,665.76 33,461,748.61 30,122,246.34 12,892,809.51 199,027,577.17

General charges 33,498,729.95 21,120,669.11 14,946,477.31 17,957,714.03 3,631,336.07 91,154,926.47

529,214,198.67 212,841,126.24 158,419,543.92 119,402,393.33 16,524,145.58 1,036,401,407.74

Add: Opening 
stock

Less: Closing stock 59,276,319.90 30,719,791.20 24,418,236.64 10,984,858.61 1,278,290.63 126,677,496.98

Total (58,803,889.88) (37,082,395.35) (21,808,413.71) (18,923,517.38) (330,936.94) (136,949,153.26)

Profit/(Loss) 529,686,628.69 206,478,522.09 161,029,366.86 111,463,734.56 17,471,499.27 1,026,129,751.47

49,083,502.78 (5,957,500.88) (12,387,803.29) (16,753,367.36) 1,018,658.73 15,003,489.98

Table – 56

Notes to the Financial Statements 















66

 2021/2022
Rs.

 2020/2021
Rs.

 2019/2020
Rs.

 2018/2019
Rs.

 2017/2018
Rs.

 2016/2017
Rs.

 2015/2016
Rs.

 2014/2015
Rs.

 2013/2014
Rs.

2012/2013
Rs.

Net sales 1,041,133,241.45 1,175,716,247.36 937,789,275.06 971,792,179.69 1,004,319,623.10 935,591,884.34 775,730,199.81 751,044,477.30 779,486,292 769,483,494

Cost of sales (1,026,129,751.47) (1,158,860,303.57) (845,680,912.52) (985,257,848.93) (983,007,160.69) (881,617,227.76) (767,358,579.26) (737,909,957.50) (747,630,426) (732,146,392)

Gross profit 15,003,489.98 16,855,943.79 92,108,362.54 (13,465,669.24) 21,312,462.41 53,974,656.58 8,371,620.55 13,134,519.80 31,855,865 37,337,103

Other income 20,003,552.09 26,749,129.73 21,925,980.98 24,262,802.24 26,091,300.53 19,676,356.10 43,465,176.11 42,923,956.86 26,770,146 18,908,625

Profit before operating expenses 35,007,042.07 43,605,073.52 114,034,343.52 10,797,133.00 47,403,762.94 73,651,012.68 51,836,796.66 56,058,476.66 58,626,011 56,245,728

Administration and establishment expenses
Selling and distribution and other expenses (37,159,299.02) (44,560,549.03) (51,113,071.98) (45,165,514.15) (41,116,894.46) (33,262,579.21) (31,413,579.54) (36,183,737.86) (28,971,387) (29,231,329)

Profit from operating activities (2,152,256.95) (955,475.51) 62,921,271.54 (34,368,381.15) 6,286,868.48 40,388,433.47 20,423,217.12 19,874,738.80 29,654,625 27,014,399

Finance expenses (612,515.30) (14,189,483.93) (19,653,694.91) (18,579,649.64) (13,219,529.74) (9,164,033.62) (8,428,981.00) (2,885,464.36) (2,105,842.47) (107,679.26)

Net profit before taxation (2,764,772.25) (15,144,959.44) 43,267,576.63 (52,948,030.79) (6,932,661.26) 31,224,399.85 11,994,236.12 16,989,274.44 27,548,782 26,906,720

Income tax (4,533,979.64) 1,001,556.55 (5,535,371.27) 4,167,928.45 (654,697.98) (1,723,391.30) (2,178,708.00) (3,851,962.00) (8,213,713) (5,112,710)

Net profit after taxation (7,298,751.89) (14,143,402.89) 37,732,205.36 (48,780,102.34) (7,587,359.24) 29,501,008.55 9,815,528.12 13,137,312.44 19,335,069 21,794,010

Table – 70
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 2021/2022
Rs.

 2020/2021
Rs.

 2019/2020
Rs.

 2018/2019
Rs.

 2017/2018
Rs.

 2016/2017
Rs.

 2015/2016
Rs.

 2014/2015
Rs.

 2013/2014
Rs.

2012/2013
Rs.

Net sales 1,041,133,241.45 1,175,716,247.36 937,789,275.06 971,792,179.69 1,004,319,623.10 935,591,884.34 775,730,199.81 751,044,477.30 779,486,292 769,483,494

Cost of sales (1,026,129,751.47) (1,158,860,303.57) (845,680,912.52) (985,257,848.93) (983,007,160.69) (881,617,227.76) (767,358,579.26) (737,909,957.50) (747,630,426) (732,146,392)

Gross profit 15,003,489.98 16,855,943.79 92,108,362.54 (13,465,669.24) 21,312,462.41 53,974,656.58 8,371,620.55 13,134,519.80 31,855,865 37,337,103

Other income 20,003,552.09 26,749,129.73 21,925,980.98 24,262,802.24 26,091,300.53 19,676,356.10 43,465,176.11 42,923,956.86 26,770,146 18,908,625

Profit before operating expenses 35,007,042.07 43,605,073.52 114,034,343.52 10,797,133.00 47,403,762.94 73,651,012.68 51,836,796.66 56,058,476.66 58,626,011 56,245,728

Administration and establishment expenses
Selling and distribution and other expenses (37,159,299.02) (44,560,549.03) (51,113,071.98) (45,165,514.15) (41,116,894.46) (33,262,579.21) (31,413,579.54) (36,183,737.86) (28,971,387) (29,231,329)

Profit from operating activities (2,152,256.95) (955,475.51) 62,921,271.54 (34,368,381.15) 6,286,868.48 40,388,433.47 20,423,217.12 19,874,738.80 29,654,625 27,014,399

Finance expenses (612,515.30) (14,189,483.93) (19,653,694.91) (18,579,649.64) (13,219,529.74) (9,164,033.62) (8,428,981.00) (2,885,464.36) (2,105,842.47) (107,679.26)

Net profit before taxation (2,764,772.25) (15,144,959.44) 43,267,576.63 (52,948,030.79) (6,932,661.26) 31,224,399.85 11,994,236.12 16,989,274.44 27,548,782 26,906,720

Income tax (4,533,979.64) 1,001,556.55 (5,535,371.27) 4,167,928.45 (654,697.98) (1,723,391.30) (2,178,708.00) (3,851,962.00) (8,213,713) (5,112,710)

Net profit after taxation (7,298,751.89) (14,143,402.89) 37,732,205.36 (48,780,102.34) (7,587,359.24) 29,501,008.55 9,815,528.12 13,137,312.44 19,335,069 21,794,010
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