
Our corporate philosophy is 
centred upon the 3H principles of  
building a Healthy Organisation, 
being an Honourable Winner and 
making an Honest Fortune. This 
business philosophy is derived 
from our Parent Company, Prima 
Limited of  Singapore.

Healthy Organisation
Developing a sound, effective and 
efficient organisation system. 
Promoting team sprit and reaching 
out to create a “PRIMA FAMILY” 
identity.

Honest Fortune
Establishing trust, fairness and 
mutual benefits with all within our 
business circle. Contributing to the 
well-being of  society.

Honourable Winner
Achieving success through fair 
competition.
Striving towards excellence.

Our Corporate Goals
In line with our Chairman’s 
directives and Prima Group corpo-
rate philosophy, we will continue to 
grow steadily in our primary 
activities with the ultimate goal of  
reaching the status of  an integrated 
feedmilling business.
Our future expansion plans shall 
be within our management capabil-
ity and financial resources.

To establish “PRIMA” and 
“FARMERS’ CHOICE” as a 
brand name synonymous with the 
very best in high quality products.

To establish high standards of  
good corporate governance, 
improve transparency and the 
standards of  accountability to 
shareholders.

Our Vision
“To achieve complete poultry integration synergies, ultimately gaining export market competitiveness”

Our Mission
To tap and harness business opportunities by expanding into various vertical integration projects.

This will lead to increase in Agriculture, Aquaculture and Livestock production, thus encouraging national
progress through nutritious protein-rich food to the people of  this Nation.

Brief  History
Life began for Ceylon Grain Elevators Limited (CGE) way 
back in December 1982, when the Government of  Sri 
Lanka and Prima Limited of  Singapore inked an agreement 
beginning a partnership that has endured two decades of  
yeoman service to the poultry industry in the country.

Today, CGE is the largest operator in the poultry industry of  
Sri Lanka, establishing 6 subsidiary companies operating not 
only in the field of  poultry, but also offering products and 
services in diverse fields.

CGE and the companies under its umbrella manufacture & 
distribute a wide range of  feeds under the “Prima” and 
“Farmer’s Choice” brands.
 
They operate poultry and hatchery breeder farms, commer-
cial poultry and livestock farms. They also engage in the 
processing, packaging and retailing of  poultry and other 
meat products, the import and sale of  poultry equipment, 
veterinary products, produce fish and shrimp feed and 
provide a state-of-the-art laboratory and consultancy service 
to customers and farmers throughout the island.

Ceylon Grain Elevators Limited subsidiaries are:
■ Three Acre Farms Limited
■ Ceylon Pioneer Poultry Breeders Limited
■ Ceylon Livestock & Agrobusiness
 Services (Pvt) Limited
■ Ceylon Warehouse Complex (Pvt) Limited
■ Ceylon Aquatech (Pvt) Limited
■ Millennium Multibreeder Farms (Pvt) Limited

Ceylon Grain Elevators Limited associate companies are:
■ Ceylon Agro Industries Limited
■ Prima Management Services (Pvt) Limited
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Being a leader in the areas of  animal feed and poultry, we believe it 
is our responsibility not only to provide quality and value, but also to 
enrich the lives of  our customers, partners and other stakeholders. Our 
stakeholders range from the small scale farmers who depend on us for 
their livelihoods, to parents who rely on us to provide a nutritionally 
rich, cost effective source of  protein for their families. Together with our 
stakeholders, we form an integral part of  the food chain that provides 
a major proportion of  the protein consumed in Sri Lanka. It is the 
feed, chicks, and broiler farming, together with our dedicated family of  
workers that makes it all possible. We are humbled by the knowledge that 
our products serve to enrich the lives of  Sri Lankans.
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Chairman and Chief Executive’s Review

It gives me much pleasure to present to you the annual 
report and the audited financial statements of your Group, 
Ceylon Grain Elevators and its subsidiaries for the year 
2007.

I am proud to report that notwithstanding the turbulence 
of enormous economic challenges faced by the country and 
resultant adverse market conditions for the agrarian sector, 
Ceylon Grain Elevators (CGE) remained competitive and 
performed better than could be expected under the circum-
stances. 

The first quarter of 2007 proved particularly promising 
with the Group recording significant profits due to strategic 
management and foresight in the face of rising raw material 
costs. This planning gave CGE an edge over its competition 
and allowed us to maximize on our gains in the first three 
months of the year, cushioning some of the negative impacts 
that were to follow as the year progressed. 

Challenges

Strain on the consumer due to adverse macro-economic fac-
tors beginning in the middle of the second quarter seriously 
impacted processed chicken and to a certain extent, feed 
sales. 

The worldwide demand for maize which is used to convert 
into bio-fuel resulted in a shortage of the product for use 
in human and animal feed production. The price increases 
induced by demand for maize affected the cost of imported 
raw materials used to mill formulated feed. Overall, the 
cost of raw materials used for feed production increased 
by over 36% in the year under review in comparison to 
2006. Although the government is trying to promote local 
cultivation of maize, the output is far from adequate to fulfil 
the requirement of the industry. As a result, the year 2007 
saw price increases that were unprecedented in the history 
of feed milling in Sri Lanka. This exponential price increase 
has given rise to greater propensity of self-mixing by local 
farmers, which in turn reduces their dependency on the 

formulated feed milled by companies such as CGE. Demand 
for chicken and chicken products reduced beginning in May 
2007 due to socio economical conditions in the country. 
The downturn seriously affected sales of processed chicken 
throughout the rest of the year.

The declaration of chicken as an essential item by the 
Consumer Affairs Authority further intensified the problems 
faced by the industry, which then had to contend with a 
ceiling on the price of chicken despite constantly rising 
production costs. 

Undeterred by the challenges we were facing CGE focused 
on ways and means to enhance performance. The Group 
took proactive steps to increase productivity and reduce 
costs while at the same time strengthening our distribution 
network and after-sales services to increase sales. 

2007 Financial report

The Group attained a significant revenue increase to Rs 5.8 
billion, from Rs 4.6 billion in the previous year, an improve-
ment of over 26% . However this achievement was marred 
by an increase in raw material and operating costs which 
rose from Rs. 4.3 billion in 2006 to Rs. 5.6 billion in 2007, 
stemming from both internal and external factors. These 
combined with the overall challenging economic conditions 
prevailing in the country drove the Group operating profits 
down to Rs 212.9 million from Rs 259.7 million in 2006. 

The government’s tax regime had an overwhelmingly 
negative impact on the Group’s performance. The poultry 
industry continues to be burdened with a 15% VAT while 
the 20% CESS imposed on imported Maize remains despite 
continuous lobbying by the industry for its removal. Several 
other relevant taxes and tariffs were increased during the 
year, contributing to higher costs for the Group. The fact 
that poultry products were burdened with this taxation 
whilst beef and fish were exempt increased the challenges 
the industry faced during 2007. 

Ceylon Grain Elevators Enriching 
       Sri Lanka

My name is B.M.S.K Bandaranayake and I am a poultry farmer with 8000 chicks. I am proud of what I 
have achieved. Four years ago, I stared with a 100 chicks from Ceylon Grains Elevators on their Out-grower 
program. With a lot of hard work and good friends I have grown to where I am. One of my most trusted   
friends in my journey has been Ceylon Grain Elevators. I am ever thankful to them for providing me with 
quality feed and chicks on consignment. If not for CGE’s the Out-grower program, a simple farmer such 
as I would never have been able to develop my poultry farm. But the assistance that I get from CGE is more 
than just feed and chicks. What really makes the difference is the technical assistance they provide. That 
assistance has made it easier for me to breed broilers and avoid costly mistakes. My life depends on the feed, 
chicks and advice that Ceylon Grain provides.

B.M.S.K Bandaranayake
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Chairman and Chief Executive’s Review Continued

With much of the agrarian industry facing numerous chal-
lenges in the face of the deteriorating overall economy and 
consumer apathy, the Group however has done remarkably 
well to maintain its profitability. I am happy to report that 
the Group achieved a profit after tax of Rs 94.7 million for 
the year 2007. Although this was a marginal increase from 
Rs 77.1 million in the previous year, it was a notable feat 
considering the adverse conditions facing the industry. 

Service excellence

The Group has always striven to maintain a high standard of 
quality in its operations. We are committed to contributing 
to the health and well being of the nation through our work 
in the fields of agriculture and livestock farming. 
We actively motivate and empower our entire staff to im-
prove the quality and value we deliver to our customers and 
shareholders. 

Towards the future

We are confident that despite the drop in demand for poul-
try products among consumers at present, the trend will be 
reversed in the coming months. The escalation of hostilities 
between the government forces and the LTTE has placed 
restrictions on fishing once more, driving up fish prices, 
while mutton, beef and pork prices also remain fairly high.  
Chicken therefore, remains the cheapest and most widely 
available source of protein for the people of Sri Lanka.

A major part of the Group’s future plans includes continu-
ous modernisation of our farms. The first phase of develop-
ment at Hijra Farm which was selected for preliminary up-
grade has now been completed and the Group will focus on 
the second and third phases of this project over the next few 
years. CGE hopes that this modernisation process will serve 
to improve productivity and farm management efficiency at 
our poultry farms. 

The Group’s IT restructure is already underway and within 
the next two years CGE will possess a fully integrated 
management and accounting system that will greatly enhance 
productivity and performance. As part of this IT restructure, 
the Group will invest in hardware, software and networking 
systems that will integrate all areas of our operation.  

2007 has not been an easy year but Ceylon Grain Elevators 
looks forward to 2008 with renewed optimism. We firmly 
believe that business is cyclical and with strategic planning 
and good management practices and further investment in 
know-how, the Group can look forward to profits again 
in the final quarter of 2008. This last year has been stormy 
for the industry at large, but CGE continues to be one of 
the biggest players in the market and there is no doubt that 
despite the gloom of the present, our future fortunes look as 
promising as ever. 

Dividends

The board believes it would be prudent to refrain from 
declaring a dividend for the financial year ended December 
31, 2007. We trust our decision will be understood and ap-
preciated by shareholders as being one that will bode well 
for the Group in the future. 

Acknowledgements

It was the dedication and efforts of our staff at all levels 
within the Group, who worked tirelessly to make the best of 
the challenges we faced in 2007. We appreciate the support 
of our stakeholders for standing by us during this year. To 
them all, we extend our sincere gratitude. 

Cheng Chih Kwong, Primus
Chairman & CEO

Colombo, Sri Lanka
28 March 2008.
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Management Discussion and Analysis

Industry overview

The Sri Lankan economy grew by 6.2% in 2007, a figure 
lower than the projected rate of growth by the Central Bank 
and a significant decrease from the 7.8% growth recorded 
in 2006. Numerous adverse conditions ranging from the 
resumption of hostilities in the country’s north east to 
external factors contributed to this poor performance. 
Under such severe economic constraints the livestock sector 
and the poultry industry in particular did remarkably well to 
weather the storms that were engulfing the greater economy 
of the country. Though the Agriculture sector recorded a 
negative growth of 1.2% during the first half of 2007, the 
livestock sector managed to perform well by recording a 
8.5% growth. 

The poultry industry is the largest sub-sector of the livestock 
sector in Sri Lanka, with an estimated annual output of 
1,564 million eggs and 77.8 million kilograms of chicken. 
The industry provides direct and indirect employment to 
approximately 300,000 people and accounts for Rs. 21.8 
billion or about 1.2% of total GDP. 

Having started as a small scale enterprise nearly three 
decades ago the poultry industry in Sri Lanka has shown 
tremendous growth at an annual rate of between 10-15 % 
driven mainly by the changing lifestyle and consumption 
patterns. In the 1980s, annual per capita consumption in 
Sri Lanka stood at 1.5 kg chicken and 40 eggs per annum. 
Currently national consumption stands at 4 kg chicken and 
80 eggs per annum. Of this the urban areas account for 
the largest consumption, reaching 11.94 kg of chicken, a 
figure close to that of in Thailand and the Philippines, but 
consumption remains at a mere 1.3 kg of chicken in the rural 
sector. The gap between urban and rural consumption is 
largely attributed to poverty and these volumes are expected 
to change with economic growth. 

It is this growth potential that CGE is positioning itself to 
maximise on when Sri Lanka comes of age economically. As 
a responsible corporate citizen, CGE hopes to continue its 
success in the agriculture and livestock farming sector, with 
the end goal of enriching and empowering Sri Lanka and her 
people. 

To this end, the Company has launched a series of internal 
restructuring processes, including investing heavily 
in information technology to create a fully integrated 
accounting and management system. The new technology 

will enhance the quality of information available to 
management, thereby increasing speed of delivery. CGE 
management and staff will also have access to sophisticated 
business tools that will contribute to making the decision 
making process swifter and ensure a faster reaction period. 

In the year 2007 the poultry industry was dogged by 
burgeoning production costs on the one hand and 
slackening of demand in the local market for processed 
chicken on the other. 

The performance of the Group’s individual business 
divisions is reviewed below: 

Business Review 

Feed Milling

Feed milling continues to be the Group’s core business, 
contributing to 55% sales this year proved a historic one 
in terms of feed milling in Sri Lanka as a result of the 
constantly rising costs of raw materials and Maize used for 
feed manufacture. The exponential rise in world oil prices 
intensified a global search for renewable energy sources and 
focused largely on the production of the bio-fuel Ethanol. 
As a result, demand for starch-rich crops such as Maize also 
grew significantly during the year, pushing prices up. The 
government also continues to levy a 20% CESS on imported 
Maize, further driving costs up. 

As a result of uncontrollable cost factors, feed prices 
increased by over 39% in comparison with the year 2006, an 
unprecedented phenomenon in the history of feed milling in 
Sri Lanka.

The cost of materials for feed manufacture increased 
by 36% in the year under review forcing CGE to 
proportionately increase the price of compound feed. In 
the wake of escalating world Maize prices, the Company 
has been actively seeking to increase the proportion of raw 
materials including Maize and Rice Polish that is acquired 
from the local market. In this regard the year 2007 was a 
promising one with the local Maize harvest recording a 
significantly higher yield this season. Though the Group 
believes it essential to pursue to the option of local materials, 
this avenue is not without its share of challenges. Maize 
is a seasonal crop that cannot produce on demand, while 
other materials used for feed milling and sought in the 

	 2007	 2006	 %

Sales value (Rs.’000)	 5,514,470	 4,427,250	 25%
EBIT (Rs.’000)	 179,298	 198,615	 -10%
Total assets (Rs.’000)	 4,535,813	 3,721,528	 22%
Return on total assets employed %	 4%	 5%	 -26%

Feedmilling, outgrowing, chicken distribution
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Management Discussion and Analysis Continued

local market are also apt to scarcity due to varying market 
pressures. 

Escalating prices of compound feed has forced small 
farmers to go in to self mixing in 2007. However it was also 
noted that when raw materials necessary for self-mixing 
became scarce, farmers would revert to purchasing finished 
feed from traditional millers. 

Despite the challenges faced over the course of the year, 
the Group remains optimistic about its feed mill operation. 
CGE’s feed mill remains one of the largest in Sri Lanka, 
supplying up to 27% of the local feed market, a quarter of 
which is used in our own breeder and contract broiler farms. 
CGE mills produce formulated feed for poultry, cattle, 
swine and aqua farmers industries.

Upgrade of the Group’s feed mill undertaken two years ago 
has contributed to enhanced productivity with most of the 
operation now being automated. 

The Group’s feed milling operation enjoys a unique 
advantage by being positioned in proximity to the Colombo 
port which facilitates the smooth import of the best quality 
raw materials and feed grains from overseas.

Poultry Breeder Farming Operations

The breeding and sale of day old chicks (DOCs) is a 
significant aspect of the Group’s operations, contributing 
about 18% of Group turnover and 65% of profits. Overall 
in 2007, CGE’s breeder farms performed well, largely 
benefiting from solid standing partnerships with poultry 
processors.

Given the avian influenza threat and the subsequent 
labour strike which further exacerbated problems last year, 
2007 proved a year of recovery. The small scale farmers 
who found it impossible to sustain operations in 2006,              
re-emerged in 2007, keeping sale of DOCs high and prices 
stable. 

Sales volumes for DOCs increased by 7% despite escalating   
price increased in 2007, due to sustained demand. 

Over the next two years, existing facilities for commercial 
broiler operations at the Bulathsinghala farm will be 
converted into a breeder farm. This transition is part of 
a plan to streamline the Group’s assets through strategic 
realignment. In doing so, excess assets will be disposed of 
while an overall restructuring and modernising programme 
will be vigorously launched to maximize productivity.

Broiler Farming and Processed Chicken Sales 

Broiler farming and processed chicken sales contributed to 
about 25% of Group turnover.

Ongoing restructure and upgrade activities for the Group’s 
broiler farming and processed chicken sales segment 
continued through the year. Emphasis was given to increase 
productivity and improving farm management. As part of 
this effort the Group began relocating the broiler operation 
at the Bulathsinghala Farm to an ultra modern facility being 
construction in Beruwala to further streamline performance 
in this sector. With Phase one of the farm now complete, the 
Group hopes to complete the Hijra Closed House Project 
over the next few years. Once finished, the farm will be one 
of the country’s most modern poultry farming units, replete 
with the latest in technology and infrastructure. Older farms 
and assets belonging to these units will be systematically 
phased out and disposed as part of the Group’s sustained 
interest in improving conditions in its farming operations 
and increasing productivity overall. 

With the avian influenza threat resurfacing from time to 
time, the Group is taking no chances with its farms. The 

	 2007	 2006	 %

Sales value (Rs.’000)	 924,547	 685,972	 35%
EBIT (Rs.’000)	 89,972	 (592)	 N/A
Total assets (Rs.’000)	 1,480,515	 1,410,053	 5%
Return on total assets employed %	 6%	 0%	 N/A

Poultry breeder farming operations
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Management Discussion and Analysis Continued

management continues to enforce strict bio controls with 
farmers and outgrowers. During the year, the Group also 
conducted several educational programmes for farmers 
to make them aware of the modern methods available to 
protect their livestock from disease. 

The economic downturn, arising from prolong conflict 
in the north east and rising inflation affected the division 
adversely in the year 2007. 

Inexplicably, following the Tigers attack on the capital 
Colombo on April 29, consumer demand for chicken and 
chicken products reduced, placing the poultry industry in 
a precarious position. While it is difficult to say whether 
consumers were stricken by a decrease in purchasing power 
in the face of skyrocketing inflation or the overall dismal 
economic picture prompted consumers to exercise restraint, 
broiler and processed chicken sales suffered somewhat 
during 2007. 

Processed chicken sales saw a seasonal drop between June 
to August but the Group did not curtail production and 
instead launched a drive to promote live bird sales which 
saw the steepest dip during 2007. Consumer reticence forced 
the Group to have to bear the additional burden of higher 
storage costs.  

The declaration by the consumer affairs authority that 
chicken was an essential item exacerbated problems for this 
sector by placing a ceiling on the price of processed chicken 
being sold in the market. No moves were made however to 
lower steep taxes imposed on chicken products signalling 
that chicken was in fact a luxury consumer item. 

Shrimp Farming

The Group continued its phasing out this segment of its 
operations by further curtailing production. In the year 2007, 
the chief activity in this sector of operations was the rental 
of the Group’s shrimp farm.

Poultry Equipment

This area of the Group’s operation serves to supply 
equipment and drugs to the industry and aims to add 
extra value to its customers at little extra cost. 

The Group continues to market some of the best 
known brand names in the poultry industry such as 
“TAD-Lohmann Animal Health” range of vaccines 
from Germany.

Silo and Warehouse Complex and Trans-
shipment 

In the year 2007, revenue from rental income more than 
doubled to Rs. 67.6 million in comparison to Rs. 32.5 
million in 2006. 

The Group’s large silo capacities continue to provide 
heightened flexibility particularly when purchasing key 
ingredients from international commodity markets. This 
advantage is further emphasised in year like 2007 when each 

shipment of materials used in the group’s operations cost 
significantly higher than the last due to constantly rising 
prices in the world market. 

	 2007	 2006	 %

Sales value (Rs.’000)	 Nil	 10,166	 N/A
EBIT (Rs.’000)	 (3,626)	 (1,581)	 129%
Total assets (Rs.’000)	 92,662	 98,663	 -6%
Return on total assets employed %	 -4%	 -2%	 144%

Shrimp farming operations

	 2007	 2006	 %

Sales value (Rs.’000)	 15,097	 17,970	 -16%
EBIT (Rs.’000)	 3,016	 1,514	 99%
Total assets (Rs.’000)	 14,347	 11,412	 26%
Return on total assets employed %	 21%	 13%	 58%

Poultry equipment trading

	 2007	 2006	 %

Sales value (Rs.’000)	 67,635	 32,538	 108%
EBIT (Rs.’000)	 18,159	 (12,803)	 N/A
Total assets (Rs.’000)	 468,438	 486,052	 -4%
Return on total assets employed %	 4%	 -3%	 N/A

Silo and warehouse complex
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Human Resources Review 

The CGE family is large and multi-tiered. We count 
among our most precious resources the people behind the 
operations of the Group, ranging from our direct employees 
to our extended base which includes farmers, dealers and all 
other stakeholders to our success. 

Gearing our people

Since inception, Ceylon Grain Elevators has sought to create 
a work environment that will support and encourage staff to 
realise goals both of the Company and self. Within such an 
environment skill, dedication and commitment to achieving 
success for the Company as well as self, are rewarded. 

Our staff training and development programmes are geared 
to this kind of two-fold development of our employees. 
The programmes, conducted both in-house and outside the 
work environment not only impart the skills necessary for 
optimum job performance, but in the process also serve 
to bring to light latent talent and aptitudes among staff 
members, contributing to their own sense of self-worth. 

New corporate culture

In 2007, CGE initiated a programme to bring about a 
performance based culture that will see fruition in the years 
ahead. This new scheme provides opportunities for a more 

refined performance review which would be used to base the 
employees’ prospects for increments and promotions. The 
new scheme also offers career planning guidance, allowing 
staffers to identify their current position and be guided as 
to how best to rise on the corporate ladder. The Group 
envisions greater employee empowerment and motivation 
through this staff-friendly scheme and hopes it would 
contribute to increased productivity and goodwill within the 
corporate environment. 

Lending a hand…

CGE provides a comprehensive welfare package to 
employees but we refuse to stop at the conventional. Going 
one step further, the Group also provides assistance to 
employees who wish to engage in industry oriented trainings. 
The Group is also in the process of setting up a special fund 
to provide assistance to employees’ family members seeking 
higher educational opportunities. 

Rewarding loyalty

CGE values the contribution made by long serving 
employees who have served the Company loyally for 10 
and 15 years. We recognise and reward their efforts and 
achievements through our Long Service Awards Scheme. 
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Corporate Social Responsibility Review
Ceylon Grain Elevators believes that a corporate entity must 
also feel a sense of responsibility towards the society within 
which it functions and attains profitability and success. 
To this end, the Group conducts several outreach 
programmes during the course of the year, among them our 
farmer training programmes.

In 2007, CGE conducted 13 farmer training programmes 
locally to effect a technology transfer and make local farmers 
aware of best practices for efficient and profitable farm 
management. During the seminars, farmers are trained to 
use new techniques and modern scientific methods that yield 
better results. 

In March 2007 CGE also hosted a layer customer seminar 
in collaboration with our partner, Hyline International. 
Overseas speakers and experts explained new technological 
advances in the field of layer birds and highlighted the 
steps necessary to attain optimum productivity. CGE is 
the sole distributor for Hyline layer chicks in Sri Lanka and 
have been awarded an appreciation for an uninterrupted 
distribution of Hyline chicks for a period of 40 years by our 
international partners (TAF was incorporated in 1963).  

The Group also believes in contributing positively to 
local area development. Villages surrounding our farms 
in Bulathsinghala, Attanagalla and Beruwala have been 
provided assistance to repair and upgrade roads as part 
of a CGE initiative to work towards the betterment of 
communities we work in close proximity with. 

For the last 15 years, CGE has been the preferred choice 
of universities islandwide for student training in the areas 
of feed milling and laboratory techniques. The Group aims 

to inculcate the best practical aspects and challenges of the 
poultry industry. We believe that these training programmes 
would serve to create a more efficient and productive work 
force and research team, fully equipped to handle situations 
competently. 

The Group provides both long-term residential training and 
short term training by way of day visits from universities 
to familiarise students with feed milling and laboratory 
techniques. The Group currently conducts two residential 
training programmes: the internship training which is 
conducted for three months and an industrial training 
programme which lasts 15 weeks. In the year 2007, 
residential training was provided to 15 students who were 
selected by their universities on basis of merit. During their 
training period, students are encouraged to conduct a project 
study on emerging trends in the poultry industry which 
proves mutually beneficial to both CGE and the trainee. In 
appreciation of our contribution towards student progress, 
CGE was vested an award of recognition by the faculty 
Agriculture, University of Peradeniya in the year 2008.
CGE also conducts training programmes for officers from 
government institutions including the National Aquatic 
Research Agency (NARA). 
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Corporate Governance

The Board of Directors of the Company and its’ subsidiaries 
are committed to maintain high standards of Corporate 
Governance and managing its affairs in keeping with the 
code of best practices on Corporate Governance published 
by the Institute of Chartered Accountants of Sri Lanka.

The Board of Directors is accountable to the Company’s 
shareholders for good governance and here are some facts 
of governing principles of the Board.

Structure

The Company is headed by a Board of Directors, which 
comprises the Chairman and Executive Director and two 
Non-Executive Directors with an intimate knowledge of the 
industry and business.

Management committee headed by the Chief Executive 
Officer which is being empowered by the Board is 
the integral part of management. The members of the 
Management Committee are the Group General Manager, 
the General Manager, Deputy General Manager, and the 
Assistant General Managers of each department.

Decision Making

The Board is responsible to ensure the shareholders value 
maximized and protecting the rights and interests at all 
times. Moreover the Board sets strategic direction, corporate 
policies and procedures and decision making framework 
within which their vision and mission can be achieved.

The Board formulates corporate policies and procedures 
and the overall business strategy and monitors the 
segmental performance of the Group against the set goals 
and objectives. Also evaluate the business risks and make 
decisions on optimum measures in order to avoid such risks.

There is a laid down schedule of issues and decisions which 
may only be approved by the Board as monitoring controls. 
These include the board approvals on overall strategy, 
annual budget, business plan, management information, 
reported financial statements, dividends, investments, and 
business acquisitions. 

The Board has delegated an adequate authority to the 
Management Committee in order to implement the Board 
decisions and Committee exercises this authority within the 
policy framework stipulated by the Board and in line with 
the ethical, professional and statutory standards applicable 
to the industry. The Management Committee is responsible 
of implementing the Group strategy, monitoring business 
performance, approving budgets and capital expenditure 

for recommendation to the Board and ensuring efficient 
management of the Group.

The Management Committee meets once every two weeks 
to discuss and evaluate the segmental performance of the 
Group, business development plans, financial and operating 
budget forecasts, capital expenditure proposals, management 
issues and key performance indicators (KPI). Reports from 
the Management Committee on segmental performance 
are reviewed by the Board. The Board also receives regular 
reports from executives and sectional heads on key risk 
areas.

Below the Board level, there are clearly defined authority 
limits that individuals have to make financial commitments. 
In addition we have policies setting out minimum standards 
in important risk areas, such as product safety, financial 
reporting, treasury, employee matters, health and safety and 
the environment.

Apart from the corporate guidelines mentioned, the 
Management Committee has freedom to run the business as 
they see fit to meet the demands of our customers and the 
strategic and financial targets that have been set. We believe 
that this devolved structure is essential to enable us to take 
decisions quickly, to innovate at a speed demanded by the 
customer and to give our customers a product and service 
that is tailored to their requirements.

Compliance with Legal Requirements

The Board of Directors is seriously responsible to 
shareholders to report with timely and accurate information. 
Thus it ensures that transparency is maintained at all times 
through the keeping of proper books of accounts and 
preparation of financial statements that give an accurate and 
fair picture of the status of the Group.

Monthly, quarterly and annual results are prepared and 
presented in accordance with the Sri Lanka Accounting 
Standards Act No 15 of 1995, the Companies Act No.7 of  
2007, Colombo Stock Exchange and Security Exchange 
Commission of Sri Lanka. 

Risk Management Process

The Board oversees the setting up of a Risk Management 
Process so that there is an ongoing system in place for 
identifying, evaluating and managing the significant risks 
faced by the Group in protecting its assets and processes. 
This risk management process is regularly reviewed by the 
Board on the basis of the guidelines set by the relevant 
regulatory bodies.
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Corporate Governance Continued

Internal Control Framework

The Board is ultimately responsible for the Group’s system 
of internal control and for reviewing its effectiveness. 
However such a system is designed to manage rather than 
eliminate the risk of failure to achieve business objectives 
and provides only reasonable and not absolute assurance 
against material misstatement or loss.

The Board, whilst maintaining its overall responsibility for 
managing risk within the Group, has delegated the detail, 
design and operation of the system of internal controls to 
the Management Committee.

The Group maintains a well established control framework 
comprising clear structures and accountabilities, well 
understood policies, procedures and budgeting and review 
processes.

Each segment has a formal management structure with 
clear definition of responsibilities which operates within 
well defined policies, covering the areas of product safety, 
financial matters, health and safety, the environment, human 
resources, purchasing and engineering.

Going Concern

After making enquiries the Board has a reasonable 
expectation that the Group has adequate resources to 
continue operating for the foreseeable future. For this 
reason, the going concern basis was adopted in preparing the 
accounts.

Ceylon Grain Elevators Enriching 
       Sri Lanka

As a mother of three and a wife, the health and nutrition of my family is 
of paramount importance. Due to this reason I always strive to buy Prima 
chicken. Over the last ten years I have been buying Prima chicken and I 
come to know that I can always expect a product that is high in quality and 
value for money. I have noticed that I can save as much as 50% on the cost 
when I purchase Prima chicken, not to mention getting a more wholesome 
chicken. From buying only Prima chicken, I now buy a whole range of 
Prima products such as sausages, meat slices and meat balls. To me and my 
family it will always be Prima.

Sardha Thalagala
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Risk Management

The business risk is defined as the events, situations or 
circumstances that on occurrence, could adversely impact 
upon a Group’s achievement of objectives, prevent the 
Group from taking advantage of opportunities, cause 
financial disadvantages. 

The Group risk management embodies the culture, 
processes and structure necessary to effectively manage 
business risk. Our Risk Management regime provides a vital 
framework that identifies, assesses and manages potential 
risks and opportunities, whilst providing the Management 
with the means to make well informed decisions on the 
administration of the segments and individual companies of 
the Group.

Risk management is an integral part of decisions and 
business processes in the Group. The Groups risk 
management structure’ its planning and reporting systems 
and review processes provide a basis for integrating risk 
management into the management of its business.

Reporting plays a key role in monitoring economic risks. 
The business performance of the segments and individual 
companies of the Group is periodically compared with 
budgets and key economic and performance indicators to 
alert management to possible risks. Group accounting and 
control functions seek to increase the responsiveness and 
efficiency of the reporting system.

The Groups system of internal control covers policies and 
procedures, enabling significant strategic and operational 
risks to be managed. This includes the system of financial 
controls in operation through the Group and processes 
and system for monitory and reporting on the continuing 
effectiveness of the system of internal controls.        

Here now are some of the risks associated with the 
Company’s activities:

Customers

The Group recognises the importance of sustaining mutually 
beneficial relationships with its customers, poultry farmers, 
dealers and outgrowers.

Providing customers the products with quality, as and when 
they require is the basis of customer satisfaction. In the 
event of failing the same the Group runs at a risk of losing 
market share incurring financial losses.

Individual companies of the Group and segments manage 
such risks through a process that monitors and predicts 
customer purchasing behaviour. We capture customer 
feedback on future needs, track social and cultural trends 

that influence consumer demand and build customer loyalty 
to ensure continuance of the repeat purchasing trends. 

A number of indicators such as product return data, 
customer complaint indices, the number of interactions 
between the Company and its customers, the current rate 
amongst the top 20% of customers and revenue growth 
factors amongst targeted customer groupings, help us to 
measure our progress in managing these risks effectively.

Customer satisfaction in terms of products and services 
is also monitored carefully, through initiatives to establish 
customer satisfaction as the Company’s No.1 priority and to 
use customer feedback as a catalyst for improvement.

Poultry Farmers and Outgrowers

Poultry farmers and outgrowers constitute a key segment of 
our business mix. The Company’s success is closely tied to 
their performance. 

The risks associated with this Group directly affect our core 
product. If yields are low or livestock does not meet the 
Company’s stringent quality standards, our business could be 
in serious danger. 

Key management personals work closely with the farmer 
and the outgrower to ensure the highest quality DOCs. 
This involves various activities including sharing with them 
our technical know-how, guiding them in setting up their 
farm infrastructure in accordance with the latest rearing 
techniques. 

The management of the Group extend the services of our 
staff in providing training to the farmers and outgrowers 
and also other services such as veterinarian services. This 
is invaluable to both the farmer and the Company in 
monitoring the development of the birds and mitigating the 
risk of disease. 

Products

Introduction of product alternatives by competitors or 
variances in product quality can lead to buyers ceasing to 
buy the group products.

To counter these risks, quality assurance ensures required 
level of quality in the products and services marketed.        

Procurement

The manufacturing companies in the Group operate 
subject to the risk that raw material and other inputs may 
be unavailable or that available quality or volume may be 
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Risk Management Continued

insufficient.  Any supply of shortfall will adversely impact 
of the Group’s bottom line. Adverse price variations may 
also cause decline in margins. The Group strive to address 
these risks through long term relationship with its suppliers, 
contractual agreements and reduced dependency on only a 
few suppliers where it is feasible.

The market and the Competition

The Group continuously focuses on increasing productivity 
to reduce overall costs. Rapid, increase in energy, other 
overhead and wage costs, and the inflexibility of labour laws, 
are serious obstacles in achieving targeted level of costs. 
Trading companies in the Group particularly also encounter 
strong price competition. The Group has address this matter 
through trade chambers and regulatory authorities and also 
adopts marketing strategies to leverage the strong brand 
image inherent in its product portfolio.

The poultry industry in Sri Lanka is beset with cyclical 
changes and regular periods of “peaks and valleys” where 
times of glut are followed by times of scarcity. 

The situation is exacerbated by the ever escalating prices of 
feed ingredients such as maize and soya bean meal as well as 
the placement of the industry within a higher VAT band of 
15%.

Such issues impinge on CGE’s viability and require careful 
management to minimise the adverse implications for the 
Group.

The Group employs several measures towards developing an 
optimum pricing strategy that will keep it competitive amidst 
these very volatile conditions. Determining true unit costs 
of products and services, realistic cost cutting, improving 
marketing strategies and adhering to pricing policy are the 
key thrust areas.

We are also seeking greater accuracy in sales forecasting, 
employing multiple forecasting methods to reduce bias 
and boost accuracy. In this regard the Company has broad 
based its data sourcing to benefit from the widest range of 
information that makes for more informed and accurate 
decision making.

Ceylon Grain Elevators Enriching 
       Sri Lanka

It has been nearly 15 years since I joined Ceylon Grain Elevators. The year was 1994 and it was 
my first job. I first joined as a Machine Operator. Over the years through hard work and mentoring 
from my supervisors I am now the Plant Foreman in charge of fish feed. I have a passion for what I 
do and the company has provided me guidance, assistance and numerous benefits for me to pursue 
my chosen field. Some of these would be developing my skills through various training programs, 
granting me a loan to purchase a motor bike and even assisting me financially when my child was 
born through the company health insurance scheme. I am a proud to be part of CGE. They have not 
only provided me a place to work and a salary, but a career and a bright future.

B.E.R. Rodrigo
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Report of the Directors on the State of Affairs of the Company

The Board of  Directors is pleased to present their Report 
and the Audited Financial statements of  the  Company 
for the year ended 31st December 2007.  The details set 
out herein provide  pertinent information required by 
the Companies Act, No.7 of  2007 the Colombo Stock 
Exchange Listing rules and are guided by recommended 
best accounting practices.

1.	 Principal Activities

The principal activities of  the Company are

•	 manufacture and sale of  poultry feed and 	 	
	 other animal feed
•	 manufacture and sale of  aquatic feed 
•	 import and sale of  poultry equipment and 		
	 vaccines
•	 operation of  commercial farms; and
•	 poultry processing and distribution

2.	 Review of Performance for the year ended 31st 
December 2007 and Future Developments

	 A review of  the Company’s performance during the 
year, with comments on financial results for the year 
ended 31st December 2007 and future developments 
is contained in the Chairman’s and Chief  Executive’s 
Review (page 2 to 3 ) and Management Discussion and 
Analysis (pages 4 to 6 ).  These reports, together with 
the Financial Statements reflect the state of  affairs of  
the Company.

3.	 Financial Statements

The Financial Statements of  the Company are given in 
pages 17 to 49.

4.	 Auditor’s Report 

The Auditor’s Report on the Financial Statements is 
given on page 16. 

5.	 Accounting Policies

The accounting policies adopted in preparation of  
Financial Statements are given on pages 21 to 26 There 
were no material changes in the Accounting Policies 
adopted.

6.	 Interest Register

The Company maintains an Interest Register and the 
particulars of  those Directors who were directly or 
indirectly interested in a contract of  the Company are 
stated there in.	

7.	 Directors’ Interest

None of  the Directors had a direct or indirect interest 
in any contracts or proposed contracts with the 
Company other than as disclosed in the Note 33 to the 
Financial Statement.

8.	 Directors Remuneration and Other Benefits

Directors’ remuneration  in  respect  of   the  Company  
for  the  financial  year  ended  31st December 2007 is 
given in Note 33.1 to the Financial Statements. 

9.	 Corporate Donations

Donations made by the Company amounted to              
Rs. 550,000 (2006 – Rs. 647,000).  No donations were 
made for political purposes.

10.	 Directorate

The names of  the Directors who held office during the 
year are given below.

Mr. Cheng Chih Kwong, Primus 	
	 -	 Chairman & Chief  Executive Officer
Mr. Tan Beng Chuan	 	 	 	
	 - 	Executive Director & Group General Manager
Mr. Cheng Chih Cheng, Robert 	 	 	
	 -	 Director
Mr. Cheng Chih Hui, Peter	 	 	
	 -	 Director 

All the Directors held office for the entire year ended 
31st December 2007.

In accordance with the provisions of  Article 102 of  the 
Articles of  Association of  the Company, Mr. Cheng 
Chih Hui, Peter retires by rotation and offers himself  
for re-election.
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Report of the Directors on the State of Affairs of the Company Continued

11.	 Directors’ Shareholdings

	 	 As at	 As at
	 31/12/2007	     31/12/2006

Mr. Cheng Chih Kwong, Primus  - 	 397	 397
Mr. Tan Beng Chuan - 	 Nil	 Nil
Mr. Cheng Chih Cheng, Robert - 	 397	 397
Mr. Cheng Chih Hui, Peter - 	 397	 397

12.	 Auditors

The Financial Statements for the year ended 31st 
December 2007 have been audited by Messrs KPMG 
Ford Rhodes Thornton & Co., Chartered Accountants, 
who express their willingness to continue in office.  
In accordance with the Companies Act No.07 of  
2007, a resolution relating to their re-appointment 
and authorising the Directors to determine their 
remuneration will be proposed at the forthcoming 
Annual General Meeting.

The Auditors Messrs KPMG Ford Rhodes Thornton 
& Company were paid Rs. 1,450,000/- (2006 – Rs. 
1,200,000) as audit fees by the Company.  In addition 
they were paid Rs. Nil (2006 – Rs. Nil) by the Company 
for non-audit related work.

As far as the Directors are aware, the Auditors do not 
have any relationship (other than that of  an Auditor) 
with the Company other than those disclosed above.  
The Auditors also do not have any interest in the 
Company.

13.	 Group Turnover

Group Turnover amounted to Rs. 5.8 billion                       
(2006 – Rs. 4.6 billion).

14.	 Dividends

The Directors do not recommend the payment of  a 
dividend for the financial year ended 31st December 
2007. 

15.	 Investments

Details of  investments held by the Company are 
disclosed in Notes 13 to 14 to the Financial Statements. 

16.	 Intangible Assets

An analysis of  the Intangible Assets of  the Company, 
additions and impairments during the year and 
amortisation charged during the year are set out in 
Note 12 to the Financial Statements. 

17.	 Property, Plant and Equipment

An analysis of  the Property, Plant and Equipment of  
the Company, additions and disposals made during the 
year and depreciation charged during the year are set 
out in Note 10 to the Financial Statements.

18.	 Capital Commitments

Capital expenditures contracted for as at 31st 
December 2007 are set out in Note 28 to the Finacial 
Statements. 

19.	 Stated Capital

The stated capital of  the Company as at 31st 
December 2007 was Rs 1,017,996,000/-, consisting 
of  Rs 600,000,000/- divided into 60,000,000 ordinary 
shares and Rs 417,996,000/- Share premium. 

20.	 Reserves

Total Reserves as at 31st December 2007 amounted 
to Rs. 326.3M (2006 – Rs. 321.9M)  The movement 
of  reserves is shown in the statement of  changes in 
Equity on page 19.

21.	 Events subsequent to the Balance Sheet date

No significant events have occurred since the Balance 
Sheet date other than those disclosed in Note 34 to the 
Financial Statement.

22.	 Employment Policies

	 Company identifies Human Resource as one of the 
most important factors contributing to the survival 
and growth of the Company in the current competitive 
business environment. While appreciating and valuing 
the service of our employees, a greater effort is 
made to hire the best talent from external sources, 
to bolster week areas and continue to maintain the 
highest standards of the industry. Human Resource 
Head Count is considered as a key indicator and 
recruitment is based on annual manpower planning and 
the Company provides equal opportunities. Greater 
emphasis is given to the area of training, professional 
development and ethical business practices. All rewards 
and career opportunities are based on merit ,and on 
performance. 

23.	 Taxation

The tax position of  the Company is given in Note 8 to 
the Financial Statements.
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Report of the Directors on the State of Affairs of the Company Continued

24.	 Share Information

Information relating to earnings, dividend, net assets 
and market price per share is given on page 50 
Information on share trading is given on page 50.

25.	 Disclosure as per CSE Rule No 8.7 (i) (5)

	 2007	 2006
	 Rs. cts	 Rs. cts

Market price per share 	
as at 31 December	 13.00	 13.50

Highest/lowest 
share price	 16.75/12.50	 18.00/10.75

Earnings per share	 0.07	 1.64

Dividend per share	 -	 -

Net assets per share	 22.41	 22.33

26.	 Shareholding

The number of  registered shareholders of  the 
Company as at 31st December 2007 was 2,999.  The 
distribution and analysis of  shareholdings are given on 
page 53.

27.	 Major Shareholders

The twenty largest shareholders of  the Company as 
at 31st December 2007, together with an analysis are 
given on page 53.

28.	 Statutory Payments

The Directors to the best of  their knowledge and 
belief  are satisfied that all statutory payments in 
relation to the Government and the employees have 
been made on time.

29.	 Environment, Health and Safety

	 Company policy continues to ensure that all 
Environmental, Health and Safety regulations are 
strictly adhered to, minimizing any adverse effects to 
the environment. Recycling of waste is carried out 
where ever possible. Employees are provided with 
all personal protective equipment as Health and well 
being which are our prime concerns. Fire fighting and 
safety systems are in place to safeguard the Company 
interest. Plans are in progress to introduce emission 
free machinery for in-house operations to eliminate air 
pollution.

30.	 Corporate Governance / Internal Control 

	 The Corporate Governance and internal Control 
Policies of the Company are given on pages 9 to 10.

31.	 Contingent Liabilities

The Contingent Liabilities as at 31st December 2007 
are set out in Note 27 to the Financial Statements. 

32.	 Annual General Meeting

The 25th Annual General Meeting of  the Company 
will be held at No.15, Rock House Lane, Colombo 15 
on Friday 9 May 2008 at 10.30 a.m.

By Order of  the Board of
Ceylon Grain Elevators Limited

(Sgd.) S S P Corporate Services (Private) Limited
Secretaries

Colombo
28 March 2008
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Auditors’ Report

TO THE SHAREHOLDERS OF CEYLON 
GRAIN ELEVATORS LIMITED

Report on the Financial Statements
We have audited the accompanying financial statements 
of  Ceylon Grain Elevators Limited, the consolidated 
financial statements of  the Company and its 
subsidiaries as at that date which comprise the balance 
sheet as at December 31, 2007, the income statement, 
statement of  changes in equity and cash flow statement 
for the year then ended, and a summary of  significant 
accounting policies and other explanatory notes.

Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and 
fair presentation of  these financial statements in 
accordance with Sri Lanka Accounting Standards. This 
responsibility includes: designing, implementing and 
maintaining internal control relevant to the preparation 
and fair presentation of  financial statements that are 
free from material misstatement, whether due to fraud 
or error; selecting and applying appropriate accounting 
policies; and making accounting estimates that are 
reasonable in the circumstances.

Scope of  Audit and Basis of  Opinion
Our responsibility is to express an opinion on these 
financial statements based on our audit. We conducted 
our audit in accordance with Sri Lanka Auditing 
Standards. Those standards require that we plan and 
perform the audit to obtain reasonable assurance 
whether the financial statements are free from material 
misstatement. 

An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial 
statements. An audit also includes assessing the 
accounting principles used and significant estimates 
made by management, as well as evaluating the overall 
financial statements presentation.

We have obtained all the information and explanations, 
except for the matter stated in the opinion paragraph, 
which to the best of  our knowledge and belief  were 
necessary for the purposes of  our audit. We therefore 
believe that our audit provides a reasonable basis for 
our opinion.

Opinion
Company 
In our opinion, so far as appears from our examination, 
the Company maintained proper accounting records 
for the year ended December 31, 2007 and the financial 
statements give a true and fair view of  the Company’s 
state of  affairs as at December 31, 2007 and its profit 
and cash flows for the year then ended in accordance 
with Sri Lanka Accounting Standards.

Group
In our opinion the consolidated financial statements 
give a true and fair view of  the state of  affairs as at 
December 31, 2007 and the profit and cash flows for 
the year then ended, in accordance with Sri Lanka 
Accounting Standards, of  the Company and its 
subsidiaries dealt with thereby, so far as concerns the 
members of  the Company.

Emphasis of  Matters
Without qualifying our opinion, we draw attention 
to the disclosure made in Note 27(a) to the financial 
statements which states the position regarding the 
charge made against the Company by the Director 
General of  Custom.

Ceylon Aquatech (Private) Limited, a fully owned 
subsidiary, incurred a net loss of  Rs. 3,602,120/- during 
the year ended December 31, 2007, with the aggregate 
losses increasing to Rs. 65,085,175/- as at the year end 
and as of  that date total liabilities exceed total assets 
by Rs. 5,085,175/- as at December 31, 2007. The 
investment by Ceylon Grain Elevators Limited is Rs.60 
Million. Further, the Company has ceased the entire 
operations during the previous financial year. These 
factors raise doubt that the Company will be able to 
continue as a going concern.

Report on Other Legal and Regulatory 
Requirements

These financial statements also comply with the 
requirements of  Sections 153(2) to 153(7) of  the 
Companies Act No. 07 of  2007.

(Sgd.) KPMG Ford, Rhodes, Thornton & Co.
Chartered Accountants

Colombo.
28 March 2008



17Ceylon Grain Elevators  Limited . Annual Report 2007

Income Statement
All amounts in Sri Lanka Rupees thousands

	 Notes	   Consolidated 	 Company	
For the year ended 31st December, 	 	 2007	 2006	 2007	 2006
	

Revenue	 1 	 5,756,856 	 4,563,003 	 5,514,470 	 4,427,250 	

Cost of sales	 	 (5,359,252)	 (4,094,786)	 (5,270,832)	 (3,980,887)	

Gross profit 		  397,604 	 468,217 	 243,638 	 446,363 	

Other operating losses	 5 	 (10,435)	 (9,688)	 -	  -   	

Other operating income 	 6 	 17,966 	 18,130 	 14,992 	 10,731 	

Selling & distribution expenses	 	 (40,949)	 (72,332)	 (40,949)	 (71,452)

Administrative expenses	 	 (151,281)	 (144,590)	 (112,297)	 (112,443)	

Operating profit 	 2 	 212,905 	 259,737 	 105,384 	 273,199 	

Net finance expenses	 7 	 (86,437)	 (172,625)	 (86,969)	 (174,088)	

Share of profit / (loss) of associate 	 13 	 11,825 	 (11,483)	  -   	  -   	

Profit before tax		  138,293 	 75,629 	 18,415 	 99,111 	

Tax expense	 8 	 (43,546)	 1,519 	 (13,988)	 (753)	

Profit for the period		  94,747 	 77,148 	 4,427 	 98,358 	

Attributable to:	 	 	 	 	 	

Equity holders of the parent	 	 68,446 	 75,754 	 4,427   	 98,358   	

Minority interest	 30 	 26,301 	 1,394 	  -   	  -   	

Profit for the period		  94,747 	  77,148 	 4,427 	 98,358

Basic earnings per share  (Rs)	 9 	 1.14 	 1.26 	 0.07 	 1.64 	

The accounting policies on pages 21 to 26 and notes on pages 27 to 49 form an integral part of these consolidated financial 
statements
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Balance Sheet
All amounts in Sri Lanka Rupees thousands

	 Notes	      Consolidated 	 Company	
As at 31st December, 	 	 2007	 2006	 2007	 2006
	
ASSETS	 	 	 	 	 	
Non-current assets	 	 	 	
Property, plant and equipment	 10 	 1,471,652 	 1,458,378 	  174,091 	  157,950 
Leasehold right over land & buildings	 11 	 628,596 	 644,866 	  194,695 	  198,713 
Intangible assets	 12 	 4,455 	 6,258 	  -   	  -   
Investment in associate companies	 13 	 128,826 	 117,001 	  128,484 	  128,484 
Investments in subsidiary companies	 14 	 -	  -   	  361,625 	  361,625 
Livestock	 15 	 153,540 	 104,470 	  -   	  -   
Other investments	 16 	 7,322 	 8,750 	  7,322 	  8,750 
Amount due from affiliated Co	 17 	 - 	  -   	  1,438,696 	  1,517,363 
Non-current receivables	 18 	  -   	 24,851 	  -   	  24,851 
Total non-current assets	 	 2,394,391 	 2,364,574 	 2,304,913 	 2,397,736 
	 	 	 	 	 	
Current assets	 	 	 	 	 	
Inventories 	 19	 1,528,101 	 833,349 	 1,429,648 	 758,323 
Trade and other receivables 	 20 	 532,543 	 478,844 	 507,300 	 456,553 
Income tax receivable	  	 42,346 	 55,713 	 1,409 	 17,322 
Cash and cash equivalents	 21 	 302,198 	 97,749 	 292,543	 91,594 
Total current assets	 	 2,405,188 	 1,465,655 	 2,230,900 	 1,323,792	
Total assets	 	 4,799,579 	 3,830,229 	 4,535,813 	 3,721,528 

EQUITY 	 	 	 	 	
Stated capital	 29 	 1,017,996 	 1,017,996 	 1,017,996 	 1,017,996 
Share premium of subsidiaries	 	 213,133	 213,133	 -	 -
Revaluation reserve	 31 	 62,407 	 63,577 	 39,809 	 40,979 
Retained earnings	 	 96,324 	 26,708 	 286,540 	 280,943 
Total equity attributable to equity holders of the parent		  1,389,860 	 1,321,414 	 1,344,345 	 1,339,918 

Minority interest	 30 	 119,798 	 93,497 	  -   	  -   
	 	 1,509,658 	 1,414,911 	 1,344,345 	 1,339,918 
LIABILITIES	 	 	 	 	 	
Non-current liabilities	 	 	 	 	 	
Deferred tax liabilities	 25 	 46,393 	 20,784 	 17,801 	 12,377 
Defined benefit obligations	 26 	 33,190 	 32,774 	  24,106 	 23,068 
Amount due to affiliated Co	 23 	 1,498,947 	 1,204,623 	 1,700,226 	 1,204,623 
Total non-current liabilities	 	 1,578,530 	 1,258,181 	 1,742,133 	 1,240,068 
	 	 	 	 	 	
Current liabilities	 	 	 	 	 	
Trade and other payables	 22 	 417,401 	 178,962 	 152,426 	 135,958 
Amount due to affiliated Co	 23 	 327,971 	 412,765 	 340,590 	 440,174 
Interest bearing borrowings	 24 	 966,019 	 565,410 	  956,319   	 565,410 
Total current liabilities	 	 1,711,391	 1,157,137 	 1,449,335 	 1,141,542 
Total liabilities	 	 3,289,921 	 2,415,318 	 3,191,468 	 2,381,610 
Total equity and liabilities	 	 4,799,579 	 3,830,229 	 4,535,813 	 3,721,528 

The accounting policies on pages 21  to 26 and notes on pages 27 to 49 form an integral part of these consolidated financial statements.	
These financial statements are in compliance with the requirements of the Companies Act No. 07 of 2007. 

	 (Sgd.)  M. S.S. Peiris
	 Senior Manager Finance

 These financial statements were approved by the Board of Directors on 28 March 2008. 
	 	 	
	 (Sgd.) Cheng Chih kwong. Primus	 (Sgd.)  Tan Beng Chuan
	 Chairman & CEO	 Executive Director & Group General Manager	 	
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Statement of Changes in Equity
All amounts in Sri Lanka Rupees thousands

CONSOLIDATED

 	 Notes	 Stated   	 Share	 Revaluation	 Retained 	 Minority 	 Total
		  capital	 premium of 	  reserve	 earnings	 interest 	 equity
			   subsidiaries			   	

Balance as at 1 January 2006		  1,017,996 	 213,133	 64,747 	 (50,216)	  92,103 	 1,337,763 

Depreciation transfer	 31 	 -  	 - 	 (1,170)	 1,170 	  -   	  -   

Profit for the period		    -	 - 	  -   	 75,754 	 1,394 	  77,148 

Balance as at 31 December 2006		  1,017,996 	  213,133	 63,577 	  26,708 	  93,497 	 1,414,911 

Depreciation transfer	 31	 -	 -	 (1,170)	 1,170 	 - 	 -

Profit for the period		  -	 -		  68,446 	 26,301 	 94,747 

Balance as at 31 December 2007		  1,017,996	 213,133	 62,407 	 96,324 	 119,798 	 1,509,658 
	 	 	 	 	 	 	 	
	 	
COMPANY	 	 	 	 	 	 	 	
	 	
For the year ended 31st December, 	 Notes		               	 Stated	 Revaluation	 Retained 	 Total
				    capital	 reserve 	 earnings	 equity

Balance as at 1 January 2006				    1,017,996 	 42,149 	 181,415 	  1,241,560 

Depreciation transfer	 31 	 	 	  -   	 (1,170)	 1,170 	  -   

Profit for the period				     -   	 -	 98,358 	  98,358 

Balance as at 31 December 2006				    1,017,996 	   40,979 	  280,943 	  1,339,918 

Depreciation transfer	 31 	 	 	 -	  (1,170)	 1,170 	 -

Profit for the period				     -   	  -	 4,427 	  4,427 

Balance as at 31 December 2007				    1,017,996 	  39,809 	  286,540 	  1,344,345

	
The accounting policies on pages 21  to 26 and notes on pages 27 to 49 form an integral part of  these consolidated             
financial statements.
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	 Notes	   Consolidated 	 Company	
For the year ended 31st December, 	 	 2007	 2006	 2007	 2006
	

Operating activities 	 	 	 	 	 	
Cash generated from/(used in) operations	 32 	 181,909 	 916,021 	 (64,904)	 732,208 
Interest received	 7 	 5,249 	  5,086 	 4,717 	 3,646 
Dividend received 	 6 	 310 	  820 	 310 	  820 
Interest paid	 7 	 (78,631)	  (103,150)	 (78,631)	 (103,150)
Defined benefit obligations paid	 26 	 (4,021)	  (19,645)	  (3,285)	  (6,252)
Tax paid	 	 (4,570)	 (8,942)	 (13,733)	 (9,937)
Net cash generated from/(used in) operating activities 	 	 100,246 	  790,190 	 (155,526)	 617,335 
	 	 	 	 	 	
Investing activities	

Purchase of property, plant and equipment	 10 	 (146,155)	 (39,610)	 (36,650)	 (27,504)
Proceeds from disposal of PPE	 	 51,551 	 6,705 	 2,217 	 4,802 
Purchase of  livestock investment	 15 	 (201,803)	  (167,383)	  -   	  -   
Investment in associate companies	 13 (a)	  -   	  (34)	  -   	  (34)

Net cash used in investing activities	 	 (296,407)	 (200,322)	 (34,433)	 (22,736)

Financing activities	 	 	 	 	 	
Net borrowings	 	 341,321 	 (653,791)	 331,619 	 (653,791)

Net cash generated from /(used in) financing activities	  341,321 	  (653,791)	  331,619 	  (653,791)

Increase/(decrease) in cash and cash equivalents 	 	 145,160 	 (63,923)	 141,660	 (59,192)

Movements in Cash and cash equivalents	 	 	 	 	 	

At the start of the year	 	 (26,661)	  37,262 	 (32,816)	 26,376 
Increase/(decrease) in cash and cash equivalents 	 	 145,160 	 (63,923)	 141,660 	 (59,192)

Cash and cash equivalents as at 31 December	 21 	 118,499 	  (26,661)	 108,844 	 (32,816)

	 	 	 	 	 	

The accounting policies on pages 21 to 26 and notes on pages 27 to 49 form an integral part of these consolidated financial 

statements.	 	 	

Cash Flow Statement
All amounts in Sri Lanka Rupees thousands
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Accounting Policies 

1.	 CORPORATE INFORMATION

1.1	 General
	 Ceylon Grain Elevators Limited (CGE) is a company 

incorporated and domiciled in Sri Lanka. The registered 
address is No.15, Rock House Lane, Colombo 15, Sri 
Lanka. The Company is in the agriculture industry. 

	 Ceylon Grain Elevators Limited (CGE) was 
incorporated in 1982, when the government of  
Sri Lanka & Prima Limited of  Singapore inked an 
agreement. 

	 The Company was listed on the Colombo Stock 
Exchange on 27th January 1992 in the Food & Beverage 
Sector. The parent company, Prima Limited, Singapore, 
holds 45.45% of  the issued share capital of  the 
Company.

	 Subsidiaries
	 Three Acre Farms Limited
	 Ceylon Pioneer Poultry Breeders Limited. 
	 Ceylon Livestock & Agrobusiness Services (Private) 

Limited
	 Ceylon Warehouse Complex (Private) Limited
	 Ceylon Aquatech (Private) Limited
	 Millennium Multibreeder Farms (Private) Ltd

Associates
	 Ceylon Agro Industries Limited
	 Prima Management Services (Private) Limited

1.2	 Principal activities and nature of  the operation
	 The main business of  the Group is feed milling, broiler 

farming, poultry processing and distribution, poultry 
breeder farming operations, manufacture and sale of  
aquatic feed, buying and selling of  poultry equipment 
and provision of  silo and warehouse facilities and 
transshipment.

1.3	 Number of  employees
	 The average number of  employees of  the Group and 

Company for the year are as follows.

	 Group
	 Full time       481 (2006-505)
	 Part time       949 (2006-866)

	 Company
	 Full time      168 (2006-167)
	 Part time      292 (2006-284)

1.4 	Date of  authorization for issue
	 The financial statements were authorized for issue by 

the Directors on 28 March 2008.

2.	 SIGNIFICANT ACCOUNTING POLICIES

2.1	 Statement of  compliance
	 The consolidated financial statements have been 

prepared in accordance with Sri Lanka Accounting 
Standards (SLAS), adopted by the Institute of  Chartered 
Accountants of  Sri Lanka (ICASL).

2.2	 Basis of  preparation
	 The financial statements have been prepared on the 

historical cost convention as modified by the policies 
on property, plant and equipment, and biological assets. 
The accounting policies set out have been consistently 
applied to all periods presented in these consolidated 
financial statements and the accounting policies have 
been applied consistently by group entities.

	 The preparation of  financial statements in conformity 
with Sri Lanka Accounting Standards (SLAS) requires 
management to make judgments, estimates and 
assumptions that affect the application of  accounting 
policies and the reported amounts of  assets, liabilities, 
income and expenses. The estimates and associated 
assumptions are based on historical experience and 
various other factors that are believed to be reasonable 
under the circumstances, the results of  which form the 
basis of  making the judgments about carrying values 
of  assets and liabilities that are not readily apparent 
from other sources. Actual results may differ from these 
estimates.

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

	 Items included in the financial statements of  each 
entity in the Group are measured using the currency 
that best reflects the economic substance of  the 
underlying transactions, events and conditions relevant 
to that entity (the “functional currency”).  The financial 
statements are presented in Sri Lankan Rupees, which is 
the Group’s functional currency, rounded to the nearest 
thousand, unless otherwise stated.

2.3	 Consolidation 
	 Subsidiaries
	 Subsidiary undertakings, which are those companies in 

which the Group, directly or indirectly, has an interest 
of  more than one half  of  the voting rights or otherwise 
has power to exercise control over the operations, have 
been consolidated. In assessing control, potential voting 
rights that presently are exercisable are taken in to 
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account. Subsidiaries are consolidated from the date on 
which effective control is transferred to the Group and 
are no longer consolidated from the date of  disposal. 
Where necessary, accounting policies for subsidiaries 
have been changed to ensure consistency with the 
policies adopted by the Group.  

	 Minority Interest
	 The total profit and loss for the year of  the Company 

and its subsidiaries included in consolidation are 
shown in the consolidated income statement with the 
proportion of  profit and loss after taxation pertaining to 
minority shareholders of  subsidiaries being deducted as 
“minority interest”

	 All assets and liabilities of  the Company and of  its 
subsidiaries included in consolidation are shown in the 
consolidated balance sheet. The interest of  minority 
shareholders of  subsidiaries in the fair value of  net 
assets of  the Group are indicated separately in the 
consolidated balance sheet under the heading “minority 
interest”.

	 Associates 
	 Associates are entities in which the Group has 

significant influence, but not control, over their financial 
and operating policies. The consolidated financial 
statements include the Group’s share of  the gains and 
losses of  associates on an equity accounted basis, after 
adjustments to align their accounting policies with those 
of  the Group, from the date that significant influence 
commences until the date that significant influence 
ceases. When the Group’s share of  losses exceeds its 
interest in an associate, the Group carrying amount 
is reduced to nil and recognition of  further losses is 
discontinued except to the extent that the Group has 
incurred legal or constructive obligations or made 
payments on behalf  of  an associate.

	 Transactions eliminated on consolidation
	 Intra-group balances, and any unrealized gains and 

losses arising from intra-group transactions, are 
eliminated in preparing the consolidated financial 
statements.  Unrealized gains arising from transactions 
with equity accounted investees are eliminated against 
the investment to the extent of  the Group’s interest in 
the investee.  Unrealized losses are eliminated in the 
same way as unrealized gains, but only to the extent that 
there is no evidence of  impairment.

	 Accounting for Investment in subsidiaries and 
associates 

	 When separate financial statements are prepared, 

	 investments in subsidiaries and associates are accounted 
for using the cost method.

	 Investments in subsidiaries and associates are stated in 
the Company’s balance sheet at cost less accumulated 
impairment losses.

2.4	Foreign currencies
	 Foreign currency transactions
	 Transactions in foreign currencies are translated to 

the Sri Lankan Rupees at the foreign exchange rates 
prevailing at the date of  the transactions. Monetary 
assets and liabilities denominated in foreign currencies 
at the balance sheet date are retranslated to the Sri 
Lankan Rupees at the exchange rates on that date.  

	 Foreign exchange differences arising on retranslation are 
recognized in the income statement.

2.5	 Events occurring after the balance sheet date
	 All material post balance sheet events have been 

considered and where appropriate adjustments or 
disclosures have been made in respective notes to the 
financial statements.

2.6	Comparative figures
	 Where necessary, comparative figures have been 

reclassified to conform with the current year’s 
presentation. 

2.7	 Commitments and contingencies  
	 Contingencies are possible assets or obligations that 

arise from a past event and would be confirmed only on 
the occurrence or non-occurrence of  uncertain future 
events, which are beyond the Company’s control. 

	 Contingent liabilities are disclosed in Note 27 to the 
financial statements.

	 Commitments are disclosed in Note 28 to the financial 
statements.

3.	 ASSETS AND BASES OF THEIR VALUATION

	 Assets classified as current assets on the balance 
sheet are cash and bank balances and those which 
are expected to be realized in cash during the normal 
operating cycle or within one year from the balance 
sheet date, which ever is shorter.

 
3.1	 Property, plant and equipment
	 Property, plant and equipment are stated at cost less 

accumulated depreciation and accumulated impairment 
losses except for land and buildings, which are stated 
at their revalued amounts.  The revalued amount is the 
fair value at the date of  revaluation less any subsequent 
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accumulated depreciation and subsequent accumulated 
impairment losses.  

	 Revaluations are carried out by independent 
professional valuers regularly such that the carrying 
amount of  these assets does not differ materially from 
that which would be determined using fair values at the 
balance sheet date.

	 Any increase in the revaluation amount is credited to the 
revaluation reserve unless it offsets a previous decrease 
in value of  the same asset that was recognised in the 
income statement.  A decrease in value is recognised 
in the income statement where it exceeds the increase 
previously recognised in the revaluation reserve.  Each 
year the difference between depreciation based on the 
revalued carrying amount of  the assets (the depreciation 
charged to the income statement) and depreciation 
based on the asset’s original cost is transferred from 
revaluation reserve to retained earnings.

	 Cost includes expenditure that is directly attributable 
to the acquisition of  the asset.  The cost of  self-
constructed assets includes the cost of  materials and 
direct labour, any other costs directly attributable 
to bringing the asset to a working condition for its 
intended use, and the cost of  dismantling and removing 
the items and restoring the site on which they are 
located.  Purchased software that is integral to the 
functionality of  the related equipment is capitalized as 
part of  that equipment.

	 Where parts of  an item of  property, plant and 
equipment have different useful lives, they are accounted 
for as separate items (major components) of  property, 
plant and equipment.

	 Subsequent costs
	 The cost of  replacing part of  an item of  property, plant 

and equipment is recognized in the carrying amount 
of  the item if  it is probable that the future economic 
benefits embodied within the part will flow to the 
Group and its cost can be measured reliably.  The costs 
of  the day-to-day servicing of  property, plant and 
equipment are recognized in the income statement as 
incurred.

	 Depreciation
	 No depreciation is provided on assets under 

construction.  Depreciation is calculated on the straight 
line method to write off  the cost of  each asset, or the 
revalued amounts, over their estimated useful lives (or 
lease term, if  shorter).  

	 The principal annual rates used for this purpose are:
                                                                                             
	 Freehold building 	 50 years  
	 Plant and machinery 	 16 2/3 years 
	 Electrical and factory equipment 	 2 - 5 - 10 - 20 years  
	 Farm equipment  	 5 - 20 years 
	 Furniture and fittings and office equipment 	     10 years 
	 Motor vehicles 	 5 years 
	 Land is not depreciated as it is deemed to have 
	 an indefinite life.

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

	 Gains and losses on disposal of  property, plant and 
equipment are determined by reference to their carrying 
amount and are taken into account in determining 
operating profit.  On disposal of  revalued assets, 
amounts in revaluation and other reserves relating to 
that asset are transferred to retained earnings.

	 Capital work in progress 
	 Capital expenses incurred during the year which are not 

completed as at the Balance Sheet date are shown as 
capital work-in-progress, while the capital assets which 
have been completed during the year and put to use 
have been transferred to property, plant and equipment. 

3.2	 Leased assets
	 Leases of  assets under which all the risks and benefits 

of  ownership are effectively retained by the lessor are 
classified as operating leases.  The lease hold rights 
under operating leases are charged to the income 
statement on a straight-line basis over the period of  the 
lease.

	 When an operating lease is terminated before the lease 
period has expired, any payment required to be made to 
the lessor by way of  penalty is recognised as an expense 
in the period in which termination takes place.

	 The cost of  improvements to or on leased property 
is capitalized, and depreciated over the unexpired 
period of  the lease or the estimated useful lives of  
improvements, which ever is shorter.

3.3	 Intangible assets
	 Goodwill
	 Goodwill and negative goodwill arise on the acquisition 

of  subsidiaries and associates.  Goodwill represents the 
excess of  the cost of  the acquisition over the Group’s 
interest in the net fair value of  the identifiable assets, 
liabilities and contingent liabilities of  the acquiree.  
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When the excess is negative (negative goodwill), it is 
recognized immediately in the consolidated income 
statement.

	 Goodwill is stated at cost less accumulated impairment 
losses. Goodwill is allocated to cash generating units 
and is no longer amortised but annually tested for 
impairment. In respect of  associates, the carrying 
amount of  goodwill is included in the carrying amount 
of  the investment in the associates. Goodwill on the 
acquisition of  subsidiaries is presented as intangible 
assets.  

	 Goodwill is tested for impairment as described in 
accounting policy (3.9).

3.4	 Investments
	 Other investments include investments in marketable 

securities which are listed on the Colombo Stock 
Exchange. These investments are valued at cost or 
market price which ever is lower.  Any diminution in 
value is provided for in the financial statements.

	 On disposal of  an investment, the difference between 
the net disposal proceeds and the carrying amount is 
charged or credited to the income statement.

3.5	 Livestock
	 Livestock represents the unamortized parent and 

grandparent livestock, used to breed day old commercial 
chicks. Parent and grand parent birds include the 
growing birds and the laying birds. 

	 The growing birds are valued at directly attributable cost 
incurred up to the commencement of  laying period. 
The laying birds are valued at cost less subsequent 
amortizations. The amortization is made on straight line 
basis over the laying period after making due allowances 
for carcass value.

3.6	 Inventories
	 Inventories are stated at the lower of  cost and net 

realizable value after making due allowances for obsolete 
& slow moving items.

	 Net realizable value is the estimated selling price in the 
ordinary course of  business, less the estimated costs 
necessary to make the sale. 

	 The cost incurred in bringing inventories to its present 
location and conditions are accounted as follows.

	 Compounded Feed
	 Cost is calculated using the weighted average cost 

formula and the cost of  finished goods and work in 
progress comprises raw materials, direct labour, other 
direct costs and related production overheads, but 
excludes interest expenses.

	 Processed Chicken 
	 Processed Chicken inventory is valued at direct cost 

together with a directly attributable proportion of  
overheads.

	 Eggs
	 Eggs are valued at cost or estimated realizable values, 

net of  direct selling expenses, which ever is lower.

	 Live Stock held for sale (Parent birds)
	 The fair value of  livestock held for sale is based on 

the market price of  livestock of  similar age, breed and 
genetic merit.

	 Poultry equipments, drugs, vaccine and sundry 
inventories

	 Poultry equipments, drugs, vaccine and sundry 
inventories are valued at actual cost on weighted average 
basis after making due allowance for obsolete and slow 
moving items.

3.7	 Trade and other receivables
	 Trade receivables are carried at anticipated realizable 

value.  An estimate is made for doubtful receivables 
based on a review of  all outstanding amounts at the year 
end.  Bad debts are written off  during the year in which 
they are identified.

3.8	 Cash & cash equivalents 
	 Cash & cash equivalents comprise cash in hand, 

deposits held at call with banks, and investments in 
money market instruments.

	 For the purposes of  the cash flow statement, cash and 
cash equivalents comprise cash in hand, deposits held 
at call with banks, and investments in money market 
instruments, net of  bank overdrafts.  In the balance 
sheet, bank overdrafts are included in borrowings in 
current liabilities.

3.9	 Impairment of  assets
	 The carrying amounts of  the Group’s assets are 

reviewed at each balance sheet date to determine 
whether there is any indication of  impairment.  If  any 
such indication exists, the assets’ recoverable amounts 
are estimated.  For goodwill, recoverable amount is 
estimated at each balance sheet date and impairment 
loss is recognized whenever the carrying amount of  an 
assets or its cash generating unit exceeds its recoverable 
amount.

	 An impairment loss is recognized if  the carrying 
amount of  an asset or its cash-generating unit exceeds 
its recoverable amount.  A cash-generating unit is the 
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smallest identifiable asset group that generates cash 
flows that largely are independent from other assets and 
groups.  Impairment losses are recognized in the income 
statement.  Impairment losses recognized in respect of  
cash-generating units are allocated first to reduce the 
carrying amount of  any goodwill allocated to the units 
and then to reduce the carrying amount of  the other 
assets in the unit (group of  units) on a pro rata basis.

	 Calculation of recoverable amount
	 The recoverable amount of  an asset or cash-generating 

unit is the greater of  its value in use and its fair value 
less costs to sell.  In assessing value in use, the estimated 
future cash flows are discounted to their present value 
using a pre-tax discount rate that reflects current market 
assessments of  the time value of  money and the risks 
specific to the asset or cash-generating unit.

	 Reversal of impairment
	 An impairment loss in respect of  goodwill is not 

reversed.  

	 In respect of  other assets, impairment losses recognized 
in prior periods are assessed at each balance sheet date 
for any indications that the loss has decreased or no 
longer exists.  An impairment loss is reversed if  there 
has been a change in the estimates used to determine 
the recoverable amount.  

	 An impairment loss is reversed only to the extent that 
the asset’s carrying amount does not exceed the carrying 
amount that would have been determined, net of  
depreciation or amortization, if  no impairment loss had 
been recognized.  Reversals of  impairment losses are 
recognized in the income statement.

4.	 LIABILITIES AND PROVISIONS

4.1  Employee benefits 
	 Defined contribution plans
	 All local employees of  the Company and Group are 

members of  the Employees’ Provident Fund and 
Employees’ Trust Fund, to which their employers 
contribute 12% and 3%, respectively, of  such 
employees’ basic or consolidated wage or salary, 
cost of  living and all other allowances. Obligations 
for contributions to defined contribution plans are 
recognized as an expense in the income statement as 
incurred.

	 Defined benefit plans
	 Terminal benefits are provided for all employees of  

the Company and Group at the rate of  one half  of  the 

basic or consolidated wage or salary, cost of  living and 
all other allowances applicable for the last month of  
the financial year for each year of  completed service.  
However under the payment of  gratuities Act No. 12 
of  1983, the liability to an employee arises only on 
completion of  five years of  continued service.

	 The liability is not externally funded, nor is it actuarially 
valued. The gratuity liability would be actuarily valued 
from year 2008 onwards as required by the revised Sri 
Lanka Accounting Standard 16.

4.2	 Interest bearing borrowings
	 Borrowings are recognized initially at the proceeds 

received, net of  transaction costs incurred.

4.3	 Provisions
	 A provision is recognized in the balance sheet when the 

Group has a present legal or constructive obligation as 
a result of  a past event and it is probable that an out 
flow of  economic benefits will be required to settle the 
obligation.

4.4	Taxation 
	 Income tax comprises current and deferred tax.  Income 

tax is recognized in the income statement except to 
the extent that it relates to items recognized directly in 
equity, in which case it is recognized in equity.

	 Current tax is the expected tax payable on the taxable 
income for the year, using tax rates enacted at the 
balance sheet date, and any adjustment to tax payable in 
respect of  previous years.

	 Deferred tax is provided using the balance sheet liability 
method, providing for temporary differences between 
the carrying amounts of  assets and liabilities for 
financial reporting purposes and the amounts used for 
taxation purposes. The following temporary differences 
are not provided for: goodwill not deductible for tax 
purposes, the initial recognition of  assets or liabilities 
that affect neither accounting nor taxable profit, and 
differences relating to investments in subsidiaries 
to the extent that they will probably not reverse in 
the foreseeable future. The amount of  deferred tax 
provided is based on the expected manner of  realization 
or settlement of  the carrying amount of  assets and 
liabilities, using tax rates enacted or substantively 
enacted at the balance sheet date.

	 The principal temporary differences arise from 
depreciation on property, plant and equipment, 
revaluation of  certain non-current assets, tax losses 
carried forward and provisions for defined benefit 
obligations.  Deferred tax assets relating to the carry 
forward of  unused tax losses are recognised to the 
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extent that it is probable that future taxable profit will 
be available against which the unused tax losses can be 
utilized.

	 A deferred tax asset is recognized only to the extent that 
it is probable that future taxable profits will be available 
against which the asset can be utilized. Deferred tax 
assets are reduced to the extent that it is no longer 
probable that the related tax benefit will be realized.

	 Additional income taxes that arise from the distribution 
of  dividends are recognized at the same time as the 
liability to pay the related dividend.

5.	 INCOME STATEMENT

5.1	 Revenue recognition
	 Sale of goods
	 Revenue is recognised when the significant risks and 

rewards of  ownership have been transferred to the 
buyer. Revenue excludes goods and services taxes 
or other sales taxes and is arrived at after deduction 
of  trade discounts. No revenue is recognized if  
there are significant uncertainties regarding recovery 
of  the consideration due, associated costs or the 
possible return of  goods also continuing management 
involvement with the goods.

	 Rental income
	 Rental income from investment property is recognized 

in the income statement on a straight-line basis over 
the term of  the lease. Lease incentives granted are 
recognized as an integral part of  the total rental income.

	 Interest income
	 Interest income from time deposits and other interest-

bearing assets is accrued on a time-apportioned basis 
on the principal outstanding and at the rate applicable 
unless collectibility is in doubt.

	 Dividend income
	 Dividend income is recognised in the income statement 

when the right to receive payment is established.

	 Other operating income
	 Gains/losses on the disposal of  investments held by 

the Group have been accounted for in the income 
statement.

	 Gains/losses on the disposal of  property, plant & 
equipment determined by reference to the carrying 
amount and related expenses, have been accounted for 
in the income statement. 

5.2	 Expenses
	 Operating lease payments
	 Where the Company has the use of  assets under 

operating leases, payments made under the leases are 
recognised in the profit and loss account on a straight 
line basis over the term of  the lease.  Lease incentives 
received are recognised in the profit and loss account 
as an integral part of  the total lease payments made.  
Contingent rentals are charged to the income statement 
in the accounting period in which they are incurred.

	 Net finance costs
	 Net financing costs comprise interest payable on 

borrowings calculated using the effective interest rate 
method, interest receivable on funds invested and 
foreign exchange gains and losses that are recognised in 
the income statement.

5.3	 Earnings per share 
	 The Group presents basic earnings 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. 

5.4	 Segment reporting
	 A segment is a distinguishable component of  the 

Group that is engaged either in providing products and 
services (business segment), or in providing products 
and services within a particular economic environment 
(geographical segment), which is subject to risks and 
rewards that are different from those of  other segments.

Accounting Policies Continued
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(In the notes al l  amounts are shown in Rupees thousands unless otherwise stated)

(1). 	 Segment information

	 (a). Business segments	 Feed  	 	 	  	 Silo and 	 	 	
	 milling and 	 Poultry	  	 	 warehouse	 	   

	 	 broiler	 breeder	 Shrimp 	 Poultry	 complex and  	 Elimination /	 Consolidated	
	 	 operations	 farming	 farming	 equipment	 transshipment	 adjustment                      	

	 Year ended 31 December 2007	 	 	 	 	 	 	

	 Sales to outsiders	 4,962,252 	 711,872 	 - 	 15,097 	 67,635 	  -   	  5,756,856 
	 Inter segment sales	 552,218 	 212,675 	  -   	  -   	  -   	 (764,893)	  -   
	 Total revenue	 5,514,470 	 924,547 	 -	 15,097 	 67,635 	 (764,893)	  5,756,856 
	 Segment results	 105,384 	 89,032 	 (6,348)	 1,823 	 18,159 	  -   	  208,050
	 Finance (costs) / income 	 (86,969)	 508 	 24 	  -   	  -   	  -   	  (86,437)
	 Non-operating income	  -   	 940 	  2,722   	 1,193 	  -   	  -   	 4,855 
	 Profit / (loss) before tax	  18,415 	  90,480 	  (3,602)	 3,016 	  18,159 	  -   	  126,468 
	 Tax	 (13,988)	 (29,013)	 -	 (454)	 (91)	  -   	  (43,546)
	 Share of  results of  associate company	  -   	  -   	  -   	  -   	 -	 11,825 	  11,825 

	 Net profit / (loss) 	 4,427 	 61,467 	 (3,602)	 2,562 	 18,068 	  11,825 	 94,747 
	 	 	 	 	 	 	 	 	
	 	 	 	
	 Year ended 31 December 2006

	 Sales to outsiders	 4,066,808 	 468,060 	 10,165 	 17,970 	 -   	  -   	  4,563,003 
	 Inter segment sales	 360,442 	 217,912 	  -   	  -   	 32,538 	 (610,892)	  -   
	 Total revenue	 4,427,250 	 685,972 	 10,165 	 17,970 	 32,538 	 (610,892)	  4,563,003 
	 Segment results	  273,199 	  (591)	  (1,581)	  1,514 	  (12,804)	  -   	  259,737 
	 Finance (costs) / income 	  (174,088)	 1,176 	  21 	  -   	  266 	  -   	  (172,625)
	 Non-operating income	  -   	  -   	  -   	  -   	  -   	  -   	  -   
	 Profit / (loss) before tax	  99,111 	  585 	  (1,560)	  1,514 	  (12,538)	  -   	  87,112 
	 Tax	  (753)	  2,673 	  (134)	  (227)	  (40)	  -	  1,519 
	 Share of  results of  associate company	  -   	  -   	  -   	  -   	  -   	  (11,483)	  (11,483)

	 Net profit / (loss) 	  98,358 	  3,258 	  (1,694)	  1,287 	  (12,578)	  (11,483)	  77,148 
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(1). 	 Segment information (Contd)

	 (a). Business segments (Contd)	 Feed  	 	 	  	 Silo and 	 	 	
	 milling and 	 Poultry	  	 	 warehouse	 	   

	 	 broiler	 breeder	 Shrimp 	 Poultry	 complex and  	 Elimination /	 Consolidated	
	 	 operations	 farming	 farming	 equipment	 transshipment	 adjustment                      	

	 Year ended 31 December 2007	 	 	 	 	 	 	

	 Segment assets	  2,968,633 	  1,480,514 	  92,662 	  1,728 	  468,438   	 (341,222)	  4,670,753 

	 Associate	 128,484 	  -   	  -   	  -   	  -   	 342	  128,826 
	 Inter segment assets	  1,438,696 	  - 	  -   	 12,619   	  -   	  (1,451,315)	 -
	 Total assets	  4,535,813 	  1,480,514 	  92,662 	  14,347 	 468,438   	 (1,792,195)	  4,799,579 
	 	 	 	 	 	 	 	 	
	 Segment liabilities	  2,977,570 	 305,919 	 2,094 	 664 	  3,674 	 -	  3,289,921 
	 Inter segment liabilities	  213,898 	  894,627 	  95,655 	  -   	  325,813   	  (1,529,994)	 - 
	 Total liabilities	 3,191,468 	 1,200,546 	 97,749 	 664 	  329,487 	 (1,529,994)	  3,289,921 
	 	 	 	 	 	 	 	 	
	 Capital expenditure	  36,650	  65,173	  -   	  -   	  -   	 -	 101,823	
	 Depreciation/amortisation	  (20,218)	 (49,779) 	 (4,337) 	 -   	 (15,769)	 -	 (90,103)	
	 Impairment of  intangible asset	 -   	 (1,803) 	 -   	 -   	  -   	 -	 1,803	
	

	 Year ended 31 December 2006	 	 	 	 	 	 	

	 Segment assets	 1,714,056 	  1,391,719 	  98,663 	  2,296 	 486,052 	  20,442 	  3,713,228 
	 Associate	 128,484 	  -   	  -   	  -   	  -   	  (11,483)	  117,001 
	 Inter segment assets	  1,878,988 	 18,294 	  -   	  9,116 	  -   	  (1,906,398)	  -   
	 Total assets	  3,721,528 	 1,410,013 	  98,663 	  11,412 	  486,052 	  (1,897,439)	  3,830,229 

	 Segment liabilities	  2,354,201 	  56,667 	  1,570 	  292 	 2,588 	  -   	  2,415,318 
	 Inter segment liabilities	  27,409 	  1,134,884 	  98,574 	  -   	  362,584 	  (1,623,451)	  -   
	 Total liabilities	 2,381,610 	 1,191,551 	 100,144 	 292 	 365,172 	  (1,623,451)	  2,415,318 
	 	 	 	 	 	 	 	 	
	 Capital expenditure	 27,504 	  12,106 	  -   	  -   	  -   	  -   	  39,610 
	 Depreciation/amortisation	 (24,997)	  (49,550)	 (4,678)	  -   	 (15,508)	  -  	  (94,733)
	 Impairment of  intangible asset	  -   	  -   	  -   	  -   	  -   	  -   	  -	
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(1).	Segment information (Contd)

	 (a). Business segments (Contd)

	 The Group is organized into five main business segments:							     
	 	 	 	 	

Feed milling and broiler operations - manufacture and sale of  poultry feed, outgrowing and 
distribution of  chicken	 	 	 	 	 	 	 	

Poultry breeder farming operations - operation of  grandparent, parent poultry breeder farms and 
hatcheries and commercial farms.	 	 	 	 	 	 	 	

Shrimp Farming - Rental of  shrimp farm.

Poultry equipment - import and sale of  poultry equipment and vaccines

Silo warehouse complex and transshipment operations - operation of  ultra modern silo and warehouse 
complex	 	 	 	 	

Segment assets consist primarily of  property, plant and equipment, intangible assets, inventories, receivables 
and operating cash, and exclude investments in subsidiaries. Segment liabilities comprise current and non-
current liabilities. Capital expenditure comprises additions to property, plant and equipment.	 	 	
	 	 	 	 	 	 	 	 	

	 (b). Sales are made up as follows:
	 Consolidated	 Company

	 2007	 2006	 2007	 2006

Process chicken	 1,711,964 	 1,380,936 	 1,711,964 	  1,380,936 

Feedmilling	 4,594,384 	 3,700,014 	 4,594,348 	  3,700,014 
Poultry breeder farming	 121,238 	 792,068 	  -   	  -   
Parent birds	 1,154,978 	 -	  3,656 	  -  
Aquatic feed / shrimp farming	 - 	 12,937 	  -   	  1,245 
Poultry equipment & vaccine	 37,539 	 18,726 	 22,284 	  -   
Silo warehouse complex and transshipment	 77,780 	 37,419 	  -   	  -   

	 7,697,883 	 5,942,100 	 6,332,252 	 5,082,195 

Elimination / adjustment	 (764,893)	 (610,892)	  -   	  -   

	 6,932,990 	 5,331,208 	 6,332,252 	 5,082,195 

Sales taxes	 (1,176,134)	 (768,205)	 (817,782)	 (654,945)

Net sales	 5,756,856 	 4,563,003 	 5,514,470 	 4,427,250 
	 	 	 	 	 	 	 	 	 	 	 	

Sales taxes consist of  Group - Turnover Tax Rs 152,550/- (2006 - Rs 192,869/-) and Value Added Tax Rs. 1,175,981,000/- 
(2006 - Rs. 768,013,012/-), Company - Value Added Tax Rs. 817,782,000/-(2006 - Rs. 654,945,712).	 	 	
	 	 	 	 	 	 	 	 	

•

•

•

•

•
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2. 	 Operating profit  	

The following items have been charged / (credited) in arriving at operating profit:  					   
	 	 	 	 	 	 	 	 	 	 	 	

	 Consolidated	 Company
	 	 	 		 2007	 2006	 2007	 2006

Auditors’ remuneration
	     	- Audit	 2,445 	 2,065 	  1,450 	 1,200   	
	     - Non Audit	 - 	 - 	 -	  - 
Depreciation on property, plant and equipment  (Note 10)
		 	- Owned assets	 77,852 	 80,179 	 20,218 	 20,732 
Profit / (loss) on disposal of  property, plant and equipment	 (3,478)	 (3,502)	  1,926 	 (1,995)
Repairs and maintenance expenditure	 26,144 	 52,042 	  26,144 	 26,590 
Amortization of  leasehold right (Note 11)	 16,270 	 16,773 	  4,018 	 4,265 
	Amortization of  livestock (Note 15)	 152,733	 129,864 	  -   	  -   
Provision for / (reversal of) spare parts inventories [Note 19(a)]	 3,500 	  -   	  3,500 	  -   
Provision for bad and doubtful debts (Note 20)	 (14,269)	  54,750 	  (9,675)	 52,250 
Operating lease rentals  - property	 47,827 	  47,827 	 42,596 	  42,596 

Staff  costs (Note 4)	 359,332	  327,815 	 183,147	 197,632 
	 	 	 	 	 	 	 	 	 	 	 	
3.	 Discontinued operation 		

On 1 November 2004 the directors discontinued the operation of  breeding, hatching  and growing of  prawns and sea 
cucumber of  Ceylon Aquatech (Private) Limited, a subsidiary of  the Company. 	 	 	

Presently, the farm is being rented to a third party for a period of  2 years commencing from 01 February 2007 to 31 
January 2009 and the Company receives a monthly rental income of  US$ 2,300/- for first three months, US$ 2,500 for 
next nine months and US$ 3,000 for final twelve  months .  The Management of  the Company is of  the view that the 
commercial operations of  the Chilaw Farm could be recommenced after the lease period.	 	 	 	
	 	 	 	 	 	 	 	
The assets and liabilities as at the balance sheet date of  the discontinued division were as follows:

	 At 31 December

	 	 2007	 2006

Property, plant and equipment 	 52,679 	  54,008 
Other receivables	 2,368 	 2,368 
Total assets	 55,047 	  56,376 
Total liabilities	  -   	  -   
Net assets	  55,047 	  56,376
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4.	 Staff  costs 

	 	      Consolidated	 Company

	 	 	 2007	 2006	 2007	 2006

	Salaries and wages 	  341,427   	  303,678 	 172,935   	 184,050 
Social security costs	 1,373   	 849 	 760   	 462 
Defined contribution plans	 12,095   	  14,799 	 5,129   	 7,700 
Defined benefit obligations (Note 26)	 4,437 	  8,489 	  4,323 	 5,420 
	 	 	 359,332 	  327,815 	 183,147 	 197,632 
Average monthly number of  persons employed by the	 	 	 	 	
Company and Group during the year:	 	 	
     - Full time	  481 	  505 	 168 	 167 
     - Part time	  949 	  866 	 292 	 284 

	 	 	 1,430 	  1,371 	 460 	 451 

Part time employees include contracted labourers hired from third parties and those who work on shift basis.	 	
	 	 	 	 	 	 	 	 	

5. 	 Other operating losses 	 	 	 	 	 	 	 	 	 	
Other operating losses wholly consist of  losses arising from out grower operations carried out at the Bulathsinhala Farm 
and Hijra Farm of  Three Acre Farms Limited,  and at the Nilambe Farm of  Ceylon Pioneer Poultry Breeders Limited, 
subsidiaries of  the Company.	

6. 	 Other operating income	 	 	 	 	 	 	 	 	
The other operating income of  the Group consists of  sundry income of  Rs. 11,906,000/- (2006 - Rs. 14,108,522/- ), 
sale of  vehicle Rs. 3,029,000/- (2006 - Rs. 1,949,000/-) dividend income Rs. 310,000/- (2006 - Rs. 820,388/-) and 
income earned by renting the Chilaw Farm and providing lab test services to outsiders of  Rs. 2,720,720/-                       
            (2006 - Rs. 1,252,090/-).	

7. 	 Net finance costs

	 	   Consolidated	 Company

	 	 	 2007	 2006	 2007	 2006

Interest income	 (5,249)	 (5,086)	 (4,717)	 (3,646)

Net foreign exchange transaction losses 	 13,055 	 74,561 	 13,055 	 74,584 

Interest expense  - bank borrowings  	 78,631 	 103,150 	 78,631 	 103,150 

     		 86,437 	  172,625 	 86,969 	  174,088 
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8. 	 Tax  		 	 	 	 	 	 	 	 	 	 	

	          Consolidated	 Company
	 	 	 2007	 2006	 2007	 2006

Current tax 	  17,937 	 1,744 	 8,564 	 1,064 
Deferred tax charge /(release ) (Note 25)	  25,609 	 (3,263)	  5,424 	  (311)

	 	 	  43,546 	  (1,519)	  13,988 	  753 
	 	 	 	 	 	 	 	 	 	 	 	

Under an agreement dated 12 February 2004, entered into by the Company and the Board of  Investment of  Sri Lanka 
(BOI), the Company is entitled to an additional tax holiday of  3 years and a further additional tax exemption period of  5 
years commencing from 17 December 2005 on profit and income earned by the Company from transshipment and bulk 
cargo operations and the operations of  the feed mill and the animal husbandry project.	 	 	
	 	
The Company is liable to pay 15% as income tax on interest income earned by the Company.	 	 	
	 	
Three Acre Farms Limited is liable to pay income tax on profits and income earned at 15%.  The tax losses available to 
carry forward as of  31 December 2007 amounted to Rs. 110,876,231/- (2006 - Rs 141,439,279/-).
	 	
Ceylon Livestock and Agrobusiness Services (Private) Limited is liable to pay income tax at 15% on the profits and income 
earned by the Company.

Ceylon Pioneer Poultry Breeders Limited is liable to pay income tax at 15% on the profits and income earned by the 
Company.   The tax losses available to carry forward as of  31 December 2007 amounted to Rs. 214,295,799/-               
 (2006 - Rs. 178,069,313/-). 	 	 	

Millennium Multibreeder Farms (Private) Limited has obtained a five year tax holiday under section 17jj of  Inland Revenue 
Act, No.24 of  1997 (amended), with effect from 12 March 2004, and hence no income tax is payable on the result for the 
year of  assessment 2006/2007 by the Company. However the Company is liable for income tax for other income for the 
year of  assessment 2007/2008 at the rate of  15%.
	 	
Ceylon Aquatech (Private) Limited is liable to pay income tax at  15% on the profits and income earned by the Company.  
However, the tax losses available to carry forward as of  31 December 2007 amounted to Rs.11,683,271/- (2006 - Rs 
8,264,590/-)	 	 	
	 	
Ceylon Warehouse Complex (Private) Limited is exempt from income tax on trading profits for a period of  seven years 
reckoned from the year in which the Company commences to make profits in relation to its transactions or any year of  
assessment not later than five years from the date  of  its commercial operations, whichever is the earlier. The Company 
commenced commercial operations on 1 October 2000.  Hence the tax holiday commenced from 30 September 2004. 
However the Company is liable for income tax for other income for the year of  assessment 2007/2008 at the rate of  
15%.	 	 	
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8.	 Tax (contd)	

Reconciliation of  effective tax rate.	 	 	 	 	 	 	 	

The tax on the results of  the Group’s operations and the Company’s profit before tax differs from the theoretical 
amount that would arise using the basic tax rate as follows:	 	 	 	 	 	

	 Consolidated	 Company
	 	 	 2007	 2006	 2007	 2006

Profit before tax	 138,293	  75,629 	 18,415	 99,111 
Consolidation adjustment	 (53,595)	 3,208 	 -	  - 
Profit before tax after adjustment	 84,698 	  78,837 	 18,415 	 99,111 	

Tax calculated using current tax rate of  15% 	 12,705 	 13,548 	 2,762 	  14,867 	
(2006 - 15% to 20%)	 - 	 -	 - 	 -
Income not subject to tax	 (871,350) 	  (696,395)	 (830,127) 	  (664,633)	
Expenses not deductible for tax purposes	 866,634 	  684,668 	 827,365 	  650,830 	
Tax losses not recognized as deferred tax assets	 5,461	 -	 -	 -
ESC write off  	 8,655 	  - 	 8,564 	  -   	
Temporary differences recognized 	 25,609 	 (2,742)	 5,424   	  (311)	
Utilization of  previous unrecognized tax losses	 (4,168) 	  (598)	 -	  -   	
Tax  charge / (release)	 43,546	 (1,519)	 13,988	  753 	

	Further information about deferred tax is presented in Note 25. 

Effective tax rates
	 Consolidated	 Company

	 	 	 2007	 2006	 2007	 2006

	Income tax using the current tax rate	 15.00%	 17.18%	 15.00%	 15.00%	
Income not subject to tax	 (1028.77)%	 (883.33)%	 (4507.85)%	 (670.59)%	
Expenses not deductible for tax purposes	 1023.21%	 868.46%	 4492.85%	 656.67%	
Tax losses not recognized as deferred tax assets 	 6.45%	 -	 -	  -   	
ESC write off 	 10.21%	 -	 46.51%	  -   	
Temporary differences recognized 	 30.23%	 (3.48)%	 29.45%	 (0.31)%	
Utilization of  previous unrecognized tax losses	 (4.92)%	 (0.76)%	 -	  - 	
Tax  charge / (release)	 51.41%	 (1.93)%	 75.96   %	 0.77%	

9. 	 Basic earnings per share

	 Basic earnings per share is calculated by dividing the net profit attributable to shareholders by the weighted average 
number of  shares in issue during the year.

	      Consolidated	 Company
	 	 	 2007	 2006	 2007	 2006

Net profit attributable to shareholders	 68,446 	 75,754 	 4,427 	 98,358 
Weighted average number of  ordinary shares in issue	 	 	 	 	
(thousands)	 60,000 	 60,000 	 60,000 	 60,000 
Basic earnings per share (Rs)	 1.14 	 1.26 	  0.07 	 1.64 



34 Ceylon Grain Elevators  Limited . Annual Report 2007

Notes to the Financial Statements Continued

10	 Property, plant and equipment 	

	 (a). Group	 	 Freehold	 Plant and 	 Furniture 	 Motor	 Capital	 Total
			   land and 	 machinery,	 and fittings, 	 vehicles	 work in		
			   buildings	 factory, electrical	 and office		  progress		
	 	 	 	  and farm 	 equipment	 	 	 	
	 	 	 	 equipment	 	 	 	 	

	 Cost /valuation	 	 	 	 	 	 	 	
	 As at 1st January 2007	 	 1,212,113 	   846,807 	  81,707 	 92,067 	  25,383 	  2,258,077

	 Additions	 	 10,895   	  41,055 	  9,827 	  3,580 	  80,798 	  146,155 
	 Disposals/write off 	  	 (10,404)   	   (380)	  (1,490)	  (2,133)	  (44,334)	  (58,741)

	 As at 31st December 2007	  	 1,212,604 	   887,482 	 90,044 	  93,514 	  61,847 	  2,345,491 

	 Depreciation	 	 	 	 	 	 	 	
	 As at 1st January 2007	 	  115,147  	  537,012 	  67,007 	  80,533 	  -   	  799,699 
	 Charge for the year	 	  16,038  	  53,389 	  5,259 	  3,166 	  - 	  77,852 
	 Disposals/write off 	 	  -     	  (380)	  (1,199)	  (2,133)	  -   	  (3,712)

	 As at 31st December 2007		  131,185  	 590,021 	  71,067 	  81,566 	  - 	  873,839 

	 Net book value								      
	 31st December 2007		   1,081,419  	  297,461 	  18,977 	  11,948 	  61,847 	  1,471,652 

	 Net book value								      
	 31st December 2006		   1,096,966  	 309,795 	 14,700 	  11,534 	  25,383 	  1,458,378 

(b).	 Property, plant and equipment include fully depreciated assets, the cost of  which at 31 December 2007 amounted to          
Rs. 414,106,310/-(2006 - Rs 374,394,778/-).

(c ).	 Capital-work-in progress amounted to Rs. Nil (2006 - Rs. 1,129,819) of  Three Acre Farms Limited written off  to the 
income statement during the year.

(d).	 The recoverable amount of  property (excluding land), plant and equipment is determined based on value-in-use calculation.  
These calculations use cash flow projections based on financial budgets approved by management covering a five-year 
period. The growth rate does not exceed the long-term average growth rate for the business in which the TAFL group 
operates.	 	

	 Key assumptions used for value-in-use calculations:
	 	 %
	 Gross margin	 15
	 Growth rate	 5 	 	

Discount rate	 20 
	
	 These assumptions have been used for the whole TAFL group.  Management determined budgeted gross margin based on 

past performance and its expectations for the market development.  The weighted average growth rate used is consistent 
with the forecasts included in industry reports.  The discount rates used are pre-tax and reflect specific risks relating to the 
industry.	 	

(e).	 Capital work in progress at the balance sheet date includes value of  work not certified for farm buildings amounting to 
Rs. 19,272,444 (2006 - Rs Nil/-) and the purchase of  capital equipment in the process of  being installed Rs. 36,463,075/- 
(2006 - Rs Nil/-).	 	

(f).	 Property, plant and equipment include assets of  the discontinued division of  Ceylon Aquatech (Private) Limited, the net 
book value of  which as of  the balance sheet date amounted to Rs. 52,663,015/- (2006-Rs 54,088,885/-). The property 
belonging to Ceylon Aquatech (Private) Limited was valued at Rs. 96,168,765/- in 21st July 2004 by L.C.B Rajapakse. 
(F.S.I, Licence Surveyor and Leveller, Court Commissioner and  Valuer)
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Property, plant and equipment (Contd)			 

(g).	Company	 Plant and 	 Furniture 	 Motor	 Capital	 Total
			   machinery, factory,	 fittings, and 	 vehicles	 work in		
			   electrical and farm 	 office		  progress		
	 	 	 equipment	 equipment	 	 	 	
	 	
Cost /valuation	 	 	 	 	 	
As at 1st January 2007	 358,098 	  71,768 	  38,841 	  19,272 	  487,979 
Additions	  9,632 	  9,827 	 -	  17,191 	  36,650 
Disposals/write off 	  (380)	  (1,490)	  (2,133)	  -   	  (4,003)
As at 31st December 2007	  367,350 	  80,105 	  36,708 	  36,463 	  520,626 

Depreciation	 	 	 	 	 	
As at 1st January 2007	  245,486 	  46,937 	 37,606 	  -	  330,029 
Charge for the year	 14,542 	 5,202 	  474 	  -   	  20,218 
Disposals/write off 	  (380)	  (1,199)	  (2,133)	  -   	  (3,712)
As at 31st December 2007	  259,648 	  50,940 	  35,947 	  -   	  346,535 
	 	 	 	 	 	 	 	
Net book value						    
31st December 2007	  107,702 	  29,165 	  761 	  36,463 	  174,091 
	 	 	 	 	 	 	 	
Net book value						    
31st December 2006	  112,612 	 24,831 	  1,235 	  19,272 	  157,950 

(h).	Depreciation charge consists of  assets owned by the Company of  Rs. 24,471,760/-   (2006 - Rs. 24,824,341) and 
transfer to inter companies amounted to Rs. Nil (2006 - Rs 172,659/-).

(i).	 Property, plant and equipment include fully depreciated assets, the cost of  which at 31 December 2007 amounted to 
Rs. 224,268,590/-(2006 - Rs. 214,870,364/-).	 	

(j).	 The Company has disposed motor vehicles costs Rs 2,132,667/- during the year and the proceeds from disposal 
amounting to Rs 1,835,979/- have been recognized under other operating income.

(k).	 The Company has a agreement to mortgaged for Rs. 495mn over leasehold land & building, land & machinery 
equipment at No.15, Rock House Lane, Colombo-15 to Sampath Bank Limited as security for credit facilities.

11. 	 Leasehold right over land & building
	      Consolidated	 Company

	 	 	 2007	 2006	 2007	 2006

	Balance as at beginning of  the year	 644,866 	  661,639 	 198,713	 202,978 
Amortization for the year	 (16,270)	  (16,773)	 (4,018)	  (4,265)
Balance as at end of  the year	 628,596 	   644,866 	 194,695	  198,713

	 The leasehold land and building which was recognized previously as finance lease are accounted as operating lease based 
on substance of  lease agreement. These land and buildings were revalued in 1992 and resultant surplus was treated as 
leasehold right over land & building.	 	 	

	 The management represents that the previous treatment was in accordance with Accounting Standards prevalent at that 
time and this amount will be treated similar to lease prepayment and amortized over the remaining period of  the lease.
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	 The lease period of  the leasehold land expires on 19 September 2012 and the Company has the option of  renewing the 
lease for a further period of  30 years.

	 	 	 	 	 	
	 The Company’s leasehold land and buildings were revalued in 1992, by independent valuers. Valuations were made on 

the basis of  the market value for existing use. The book values of  the property were adjusted to the revalued amount 
and the resultant surplus was credited to the revaluation reserve and annual transfers of  realized amounts are made to 
retained earnings, in shareholders equity (Note 31)	 	 	 	 	 	

	 	 	 	 	 	 	 	 	 	 	 	
	 If  the leasehold land and buildings were stated on the historical cost basis, the amounts would be as follows:		
	 	 	 	 	

	 	 	 	
	 2007	 2006

	 Cost	 115,980 	 115,980 
	 Accumulated depreciation	 (56,776)	 (54,456)
	 Net book amount	 59,204 	 61,524
 

12.	 Intangible assets	 	 	 	
	       Consolidated	

	 Goodwill	 2007	 2006

	 Cost	 	 	 	
Balance as at beginning of  the year	 17,938 	  17,938 

	 Additions during the year	  -   	  -   
	 Balance as at end of  the year	  17,938 	  17,938 
	
	 Impairment	 	 	 	

Balance as at beginning of  the year	 11,680 	 11,680 
	 Impairment for the year	  1,803 	  -   
	 Balance as at end of  the year	 13,483 	 11,680 
	 	 	 	 	

Carrying Amount	  4,455 	  6,258 

Notes to the Financial Statements Continued
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13.	 Investment in associate companies
		
	 (a). Consolidated	 	
	 	 Consolidated	
	 	 2007	 2006	 	

	 Opening net book amount	 117,001 	 128,450 
	 Transfer of  unamortized goodwill balance	  -   	  -   
	 Additions during the year	  -   	 34 
	 Share of  results after tax	 11,825 	 (11,483)
	 Closing net book amount	 128,826 	 117,001 

	 (b). Company	 	
	 	 	 Company	 	
	 	 2007	 2006
	
	 Balance as at beginning of  the year	 128,484 	 128,450 
	 Additions during the year	 -   	 34 
	 Balance as at end of  the year	 128,484 	 128,484 

	
	 (c). Share movements	 	
	 	 	 No. of  Shares	 	
	 	 2007	 Movement	 2006
	
	 Ceylon Agro Industries Limited (CAIL)	 23,800 	  -   	  23,800 
	 Prima Management Services (Private) Limited (PMS)	 3,334 	  -   	  3,334	 	

	 27,134 	  -   	 27,134 

	 The associate company, Ceylon Agro Industries Limited (CAIL), is a company incorporated in Sri Lanka.  It is engaged 
in the manufacture of  noodles and bread, and buying and selling of  flour and vegetable oils.  The Company holds 33% 
of  CAIL’s stated capital. However, CAIL has Rs 300 million of  convertible preference shares, the conversion of  which is 
delayed due to pending litigation against such conversion.  If  such conversion takes place, the percentage holding of  the 
Company will reduce to 23%.  The Group’s share of  (loss) / profit, net assets and goodwill on consolidation, has been 
accounted for on the basis that the Company’s share is 23%.  

	 The Company has invested Rs. 33,334/- in Prima Management Services (Private) Limited (PMS) acquiring 33.3% stake 
during 2006. However, this was not equity accounted during the year due to its insignificant operations in its second year 
of  operations.
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14.	 Investment in subsidiary companies				  

	 	 	 	 	 	
(a). Company	 No. of  Shares	 Value

	 	 2007	 Movement	 2006	 2007	 Movement	 2006

	 Listed shares
	 Three Acre Farms Limited	 13,469,980 	  -   	 13,469,980 	 148,625 	  -   	 148,625 
	 	  13,469,980 	  -   	 13,469,980 	 148,625 	  -   	 148,625 

	 Unlisted shares 
	 Ceylon Warehouse Complex 
	 (Private) Limited	 15,000,002 	  -   	 15,000,002 	 150,000 	  -   	 150,000 
	 Ceylon Aquatech (Private) Limited	 6,000,000 	  -   	  6,000,000 	 60,000 	  -   	  60,000 
	 Ceylon Livestock & Agrobusiness
	 Services (Private) Limited	 300,002 	  -   	  300,002 	 3,000 	  -   	 3,000 
	 	  21,300,004 	  -   	 21,300,004 	 213,000 	  -   	 213,000 

	 Aggregate net book value of  listed and unlisted shares	 	 	 361,625 	  -   	 361,625 

	 Market value of  listed shares	 	 	 	 134,700 	  	 134,700 

	 (b) Details of  the companies incorporated in Sri Lanka, in which the Company held an interest of  50% or 
more are set out below:											        

	 Name of  Company	 Proportion of 				  
	 ordinary shares held	 Business		

	                                                                            	2007	 Movement	 2006  

	 Ceylon Livestock & Agrobusiness Services
	 (Private) Limited	 100%	  -   	 100%	 Import and sale of  poultry 	 	

	 	 	 	 equipment and vaccines	 	
Ceylon Warehouse Complex (Private)

	 Limited	 100%	  -   	 100%	 Infrastructure development 	

	 Ceylon Aquatech (Private) Limited	 100%	  -   	 100%	 Integrated shrimp business	
	
	 Three Acre Farms Limited	 57.21%	  -   	 57.21%	 Hatching and sale of  day old 	 	

	 	 	 	 chicks and commercial farming
	 Ceylon Pioneer Poultry Breeders Limited	 57.21%	  -   	 57.21%	 Operation of  poultry breeder 	 	

	 	 	 	 grandparent and parent farms and
	 	 	 	 	 hatcheries and commercial farming

	 Millennium Multibreeder Farms (Private)	 57.21%	  -   	 57.21%	 Operation of  modern poultry 	 	
Limited	 	 	 	 breeding and hatcheries utilizing

	 	 	 	 	 advanced technologies.	 	
	 	

	 All the above companies, the financial years of  which end on 31 December are audited by KPMG Ford Rhodes 
Thornton & Co.	 	 	 	 	 	 	
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15.	 Livestock		
	 Parent birds	 	 Consolidated	
	 	 2007	 2006

	 Opening net book amount	 104,470 	 66,951 
	 Additions	 201,803	 167,383 
	 Amortization (Note 2)	 (152,733)	 (129,864)
	 Closing net book amount	  153,540 	 104,470 

16. 	 Other investments
	 No. of  shares	 Consolidated/		
		  Company

	 	 	 2007	 2006	 2007	 2006

	Hatton National Bank (non-voting ordinary shares)	 137,500 	  137,500 	 8,750 	 5,741 
Appreciation in value	  -   	  -   	 (1,428)	 3,009 
Market value of  other investments	  137,500 	  137,500 	 7,322 	 8,750 

17. Amount Due from  Affiliated Co.
	 Consolidated	 Company	

	 	 	 2007	 2006	 2007	 2006

Three Acre Farms Limited	  -   	  -   	 868,047 	  1,044,710 
Ceylon Aquatech (Private) Limited	  -   	  -   	 95,656 	  98,574 
Ceylon Pioneer Poultry Breeders Limited 	  -   	  -   	 201,278 	  90,174 
Ceylon Warehouse Complex (Private) Limited	  -   	  -   	 325,813 	  362,584 
Millenum Multibreeder Farms (Private) Limited	  -   	 	 26,581 	  -   	
			    -   	  -   	 1,517,375 	  1,596,042 
Less-Provision for receivables	  -   	  -   	  (78,679)	  (78,679)
	 	 	  -   	  -   	 1,438,696 	  1,517,363 

	 Provision have been made for receivables from Three Acre Farms Limited and Ceylon Aquatech (Private) Limited 
amounting to Rs 43,079,000 and Rs 35,600,000, respectively.  These receivables are unsecured, interest free and have 
no fixed repayment terms. The Ceylon Aquatech (Private) Limited has revalued the land and buildings together with 
equipments of  its Chilaw farm to Rs. 96,168,765/- from its original net book value of  Rs. 54,005,607/-. The valuation 
was done by independent qualified valuer in 21st July 2004, on the basis of  the market value for existing use. The relevant 
adjustments has not been made in the accounts and however, it shows the recoverability of  investment made by the parent 
company.

18.	 Non-current receivables
	   Consolidated	 Company	

	 	 	 2007	 2006	 2007	 2006

Non-current receivables  - others [Note 18(a)]	  -   	  24,851 	  -  	  24,851 
	 	 	  -   	  24,851 	  -   	  24,851 

(a) 	 The current receivables relating to the above items are shown in Note 20 (a).  All non-current receivables-others 
are due within five years from the balance sheet date and consist of  staff  loans and dealer loans.  Loans above 
Rs 20,000/- advanced to staff  during the year amounted to Rs. 170,000/- (2006 - Rs 625,720/-) and the amount 
outstanding at the balance sheet date was Rs. 902,774/-(2006 - Rs 357,079/-).  Staff  loans are interest free and dealer 
loans are secured and interest is charged on average at 10% per annum. The Dealer loans outstanding as at the year 
end was Rs. 48,781,528 (2006 - Rs 24,494,232/-)
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19.	 Inventories	
	 Consolidated	 Company	

	 	 	 2007	 2006	 2007	 2006

Raw materials and consumables	 1,218,300 	 702,542 	 1,141,178 	 649,947 
Work in progress 	 16,728	 16,143 	 16,728 	 16,143 
Hatching eggs	 21,331 	 22,546 	  -   	  -   
Finished goods 	 	 	 	 	
	 	-  Feeds	 30,448 	 19,326 	 30,448 	 17,845 
	 	- Chicken	 162,955 	 8,863 	 162,955 	 8,863 
Out grower stock	 99,686 	 83,373 	 99,686 	 83,373 
	 	 	 1,549,448	  852,793 	 1,450,995	  776,171 
Less: provision for slow moving and obsolete items	  (17,847)	  (19,444)	 (17,847)	  (17,848)
Less: provision for stock differences	  (3,500)	  -   	 (3,500)	  -   
	 	 	 1,528,101	  833,349 	 1,429,648 	  758,323 

Inventories have been pledged as securities for short term bank borrowings 		 	 	

20. 	 Trade and other receivables 	
	 Consolidated	 Company	

	 	 	 2007	 2006	 2007	 2006

Trade receivables 	 532,024	  446,380 	 525,205 	 432,632 
Less: provision for bad & doubtful debts	 (228,573)	  (242,842)	 (221,703)	 (231,378)
	 	 	 303,451 	  203,538 	 303,502 	 201,254
Prepayments 	 33,178 	  35,973 	 19,313 	 22,680 
Other receivables [Note (a)]	 195,914	 239,333 	 184,485 	 232,619 
	 	 	 532,543 	 478,844 	 507,300 	 456,553

Trade receivables have been pledged as securities for short term bank borrowing

	 (a). Other receivables  	
	 Consolidated	 Company	

	 	 	 2007	 2006	 2007	 2006

Dealer loans	  -   	 35,819 	  -   	 35,819 
Deposits and advances 	 18,287 	 44,338 	 18,287 	 41,187 
Out grower receivables	  -   	 128,760 	  -   	 128,760 
Staff  Loans	 903	  1,716 	 903 	  1,716 
Other receivables	 176,724	 28,700 	 165,295 	 25,137 
	 	 	 195,914 	 239,333 	 184,485 	 232,619 

21.	 Cash and cash equivalents 	
	 Consolidated	 Company	

	 	 2007	 2006	 2007	 2006

Cash at bank and in hand	 288,013	  43,450 	 278,450	  40,534 
Short term bank deposits	 14,185	  54,299 	 14,093 	  51,060 
	 	 302,198	  97,749 	 292,543	  91,594

The weighted average effective interest rate on short term bank deposits was Group 14.25% (2006 - 9%) and Company 
14.25%. (2006 - 9%)	 	 	 	
For the purposes of  the cash flow statement, the year-end cash and cash equivalents comprise the following:

	 Consolidated	 Company	
	 	 	 2007	 2006	 2007	 2006

Cash and bank balances (Note 21)	 302,198	  97,749 	 292,543 	  91,594 
Bank overdrafts (Note 24)	 (183,699)	  (124,410)	 (183,699)	  (124,410)
	 	 	  118,499	  (26,661)	  108,844 	  (32,816)
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22.	 Trade and other payables
	   Consolidated	 Company	

	 	 	 2007	 2006	 2007	 2006

Trade payables	 242,868 	 30,235 	 38,362 	  27,528 
Accrued expenses	 95,370	 88,444 	 62,550 	  57,922 
Dividend payable	 561 	 561 	 561 	  561 
Other payables	 78,602	 59,722 	 50,953 	  49,947 
	 	 	 417,401 	 178,962 	 152,426 	  135,958

23. 	 Amount Due to Affiliated Co
	   Consolidated	 Company	

	 	 	 2007	 2006	 2007	 2006

Non Current	 	 	 	
Hapiways Management Services (Private) Limited	 1,498,947	 1,204,623 	 1,700,226 	 1,204,623 
	 	 	 1,498,947 	 1,204,623 	 1,700,226 	 1,204,623

The related company, Hapiways Management Services (Private) Limited, has confirmed that it would not demand 
immediate repayment of  the monies due from the Company. 

Current	 	 	
Ceylon Agro Industries Limited	 20,462 	  36,653 	 20,462	  36,653 
Prima Ceylon Limited	 292,430 	 356,149 	 292,430 	 356,149 
Ceylon Livestock Agrobusiness Services (Private) Limited	  -   	  -   	 12,619 	  9,116 
Millennium Multibreeder Farms (Private) Limited 	  -   	  -   	  -   	  18,293 
Prima Management Services (Private) Limited	 12,439 	  19,963 	 12,439 	  19,963 
Colombo Sea Foods Limited	 2,640 	  -   	 2,640 	  -   
	 	 	 327,971 	 412,765 	 340,590 	 440,174

24. 	 Borrowings
	   Consolidated	 Company	

	 	 	 2007	 2006	 2007	 2006

Current	 	 	 	 	
Bank overdraft	 183,699 	 124,410 	 183,699 	 124,410 
Bank borrowings	 782,320 	  441,000 	 772,620 	  441,000 
	 	 	 966,019 	  565,410 	 956,319 	  565,410 
Non-current	 	 	 	 	
Bank borrowings 	  -   	  -   	  -   	  -   
Total borrowings 	 966,019   	  565,410 	  956,319   	  565,410

The interest rate exposure of  the borrowings of  the Group and the Company was as follows:

	   Consolidated	 Company	
	 	 	 2007	 2006	 2007	 2006

Total borrowings:	 	 	 	
 - at fixed rates	 705,819	  565,410 	 705,819	  565,410 
 - at floating rates	 260,200 	 -   	 250,500 	  -   
	 	 	 966,019   	  565,410 	 956,319   	  565,410
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24. 	 Borrowings (Contd)		
	 	 Consolidated/Company	
	 	 2007	 2006

	 Weighted average effective interest rates:	 	 	 	
- bank overdrafts 	 14.25%	 14%

	 - bank borrowings	 	
       - fixed 	 15.26%	 13.44%
       - floating 	 AWPLR+1%	 AWPLR+1%

Current bank borrowings were obtained to finance the import of  raw materials relating to the production of  poultry 
and animal feed. Security for these borrowings are inventories and receivables and agreement to mortgaged for Rs. 
495mn over leasehold land & building, machinery equipment at No.15, Rock House Lane, Colombo-15.

25. 	 Deferred income taxes			 

	 Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets 
against tax liabilities and when the deferred income taxes relate to the same fiscal authority.  The offset amounts are as 
follows:

	 Consolidated	 Company	
	 	 	 2007	 2006	 2007	 2006

Deferred tax assets 25( b)	 (23,707)	 (39,069)	 (5,899)	 (16,303)
Deferred tax liabilities 25 (a)	 70,100 	 59,853 	 23,700 	 28,680 
	 	 	 46,393 	 20,784 	 17,801 	 12,377
 
The gross movement on the deferred income tax account is as follows:

	 Consolidated	 Company	
	 	 	 2007	 2006	 2007	 2006

At beginning of  year	 20,784 	 24,047 	 12,377 	 12,688 
Income statement release (Note 8)  	 25,609	 (3,263)	 5,424 	  (311)
At end of  year	 46,393	 20,784 	 17,801 	 12,377 
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 	 (b) Deferred tax assets: 	

Consolidated 	 	 	 	 	
	  	 	 Provision  	  Tax  	 Defined  	  Total  
			    on assets 	  losses 	  benefit 		
	 	 	  	 	 obligations	
	 	 	 	 	 	 	
At beginning of  year 	 (12,791)	 (21,340)	  (4,938)	  (39,069)
Credited to income statement 	 9,565	 4,709	 1,088	 15,362	
At end of  year 	 (3,226)	 (16,631)	 (3,850)	  (23,707)

	 	 	 Provision  	  Tax  	 Defined  	  Total  
			    on assets 	  losses 	  benefit 		
Company	  	 	 obligations	
	 	 	 	 	 	 	
At beginning of  year 	  (12,266)	  -   	  (4,037)	  (16,303)
Credited to income statement  	 9,565	 	 839	 10,404	
At end of  year 	  (2,701)	  -   	  (3,198)	  (5,899)

 	 (c) Tax losses of  Rs. 214,295,799 and Rs. 11,683,271 as disclosed in the note 8 to the financial statement have not been 
considered for deferred tax computations based on the realizability of  these balances.

	 	 	
26.	 Defined benefit obligations 	 	 	 	 	 	 	 	 	 	

The amounts recognized in the balance sheet are as follows: 

25. 	 Deferred income taxes (Contd) 	

	 The movement in deferred tax assets and liabilities during the year, without taking into consideration the offsetting of  
balances within the same tax jurisdiction, is as follows: 	

	 (a) Deferred tax liabilities: 	

	 Deferred tax liabilities of  the Group and the Company wholly arose from accelerated tax depreciation. The deferred 
tax liability of  the Group and the Company as at 31st December 2007 are Rs. 70,100,000/- and Rs. 23,700,000/- 
respectively. 

	 Consolidated	 Company	
	 	 	 2007	 2006	 2007	 2006

At beginning of  year 	  32,774 	  43,930 	  23,068 	  23,900 	
Charge for the year (Note 4) 	  4,437	  8,489 	  4,323 	  5,420 	
Contributions paid 	  (4,021)	 (19,645)	 (3,285)	  (6,252)	
At end of  year 	  33,190 	 32,774 	 24,106 	  23,068

The gratuity liability would be actuarily valued from year 2008 onwards as required by the revised Sri Lanka Accountin 
Standard 16. 
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27. 	 Contingent liabilities	

(a). 	After an inquiry the Director General of  Customs by Order dated 22 July 1998 has imposed on the Company a 
forfeiture under the provisions of  the Customs Ordinance of  approximately Rs 1,198 million.  This sum comprises 
of  Rs 548 million being treble the value of  a quantity of  maize supplied by the Company to the Thriposha Program 
allegedly without any specific approval or authority being granted by the Ministry of  Finance and a sum of  Rs 650 
million being treble the value of  quantities of  maize converted and categorized as special feeds “C” and “CC” and 
sold in the open market, allegedly in contravention of  the declaration made in respect thereof  to the Controller of  
Imports and Exports and the Sri Lanka Customs and also in breach of  the Agreement between the Company and the 
Government of  Sri Lanka.

	 The Company has totally denied the alleged contraventions and has instituted actions in the Court of  Appeal (Case 
No. CA 839/98) on 27 August 1998 by way of  an application for writs of  certiorari and prohibition to quash the 
Order imposing the forfeiture and to prohibit any steps being taken in pursuance of  the said Order, and in the 
District Court (Case No. 5195/Spl) of  Colombo on 21 September 1998 for a declaration that the said Order is 
wrongful, unlawful, null and void and of  no force or avail in law.

	 The Honorable Attorney General has filed objections in the Court of  Appeal Case No.CA 839/98   and the Company 
has been granted permission to file its counter objections and accordingly the Company has filed same. When the 
case was called on 31 January 2005, the Attorney General took up preliminary objections about the maintainability 
of  this action and after hearing both sides; Court dismissed the preliminary objections of  the Hon Attorney General 
and fixed the matter for argument. Being aggrieved of  the said Order Hon Attorney General appealed to the Supreme 
Court seeking leave to appeal against the said order (SC Appeal 01/2006) and the case was fixed for hearing on 07th 
May 2007.After several postponements with the view of  the negotiation of  a settlement on 18th January 2008, the 
Honourable Chief  Justice Ordered that the Supreme Court Proceedings be terminated and that either party could file 
a Motion to re- open the matter.

	 After several postponements and both parties having tendered their respective written submissions, the case No. 
5195/Spl was fixed for order for 21st February 2007 and on that date order one a preliminary Question of  Law was 
delivered stating that the issues would be answered at the end of  the case after hearing the evidence. This case was 
fixed for trial on 4th June 2007, and postponed for several times with the view of  the negotiation of  the settlement. 
This case will be called on 2nd April 2008.

	 Meantime on our advise the Company proffered an appeal against this District Court Order dated 21st January 2007, 
to High Court of  the Western Province exercising its appellate jurisdiction ( WP/ HCCA/ 07/2007). Our Counsel 
supported this appeal application on 19/07/2007. Thereafter in view of  the negotiation of  the settlement, this case 
too will be called on 02nd April 2008.

	 The Attorney General’s Department has filed a debt recovery action in the District Court of  Colombo (Case No 
866/DR) on behalf  of  Sri Lanka Customs for the recovery of  the said sum together with interest. The Company has 
promptly filed papers denying the State’s claim. Next calling date of  this case is 25th March 2008 ( Coming up to see 
the out come of  the appeal CALA142/2005)

	 After an inquiry the District Judge made an order on the 29th March 2005 granting permission for the  Company to 
defend the action upon depositing a sum of  Rs.400 million  before 29th May 2005 .On the advice of   the Company’s 
legal counsel Company has filed action in the Court of  Appeal bearing No. CA/LA 142/2005 to set a side or vary 
the said order in DC Colombo Case No. 866/DR.The Court of  Appeal has granted leave to appeal to the Company 
and stayed proceedings in 866/DR and on an application made by the Hon Attorney General fixed the matter before 
a Divisional Bench . This case was taken up for arguments on 09th May 2006. However, it was not taken up for 
argument and then re-fixed for argument, after several postponements, on 11/09/2007 Court was informed that the 
parties desire to arrive at a settlement. Accordingly Court ordered to mention this case before the special Bench to 
determine whether the settlement has been arrived at in the event of  the settlement having been arrived or otherwise 
to make a suitable order. Next date of  this case is 06th may 2008.

(b).	The paddy field owners of  neighboring Bulathsinhala farm have filed action against the Company in the Matugama 
District court claiming compensation for the losses incurred on their paddy fields due to the waste water which 
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 	 Capital commitments 	

	  There were no material capital commitments outstanding as at the balance sheet date except the followings 

		  	 Within  	 1-5 years  	 More than  	  Total  
	 	 	 one year  	  losses 	  5 years	

Company 

(a.)	 Hapiways Management Services (Private) Limited - for the  	  2,173 	 8,692 	 67,363 	  78,228 
	 management services rended outside Sri Lanka  	 	 	 	

(b.)	 Operating lease commitment - the Ministry of  Finance  	  14,953 	 59,810 	 463,528   	  538,291 
	 and Planning for the use of  land and buildings at 15, 	 	 	 	 	

Rock house lane, Colombo 15. 	 	 	 	 	
		

Group

(c.)	 Ceylon Agro Industries Limited - hire of  sales room space. 	  1,214 	 4,858 	  37,646 	  43,718

(d.)	 Ceylon Warehouse Complex (Private) Limited -  	  10,350 	  41,400 	 320,850   	  372,600 
	 operating lease rentals to Sri Lanka Ports Authority  	 	 	 	 	

for the use of  land. 

(e.)  Sri Lanka Ports Authority - operating lease rentals  	  3,363 	 13,451 	  104,247   	  121,061 
	 for the use of  Woodland Warehouse. 	 	 	 	

(f.) 	 Purchase the aquatic feed plant of  Ceylon Aquatec  	  29,976 	  -   	  -   	  29,976 
	 (Pvt) Limited. 	 	 	 	

(g.) 	Prima Management Services (Private) Limited - 	 	 	 	 	
for the development of  ERP system  	 27,800 	 56,700 	  - 	 84,500

	 		 89,829	 184,911	 993,634	 1,268,374

	 	

Notes to the Financial Statements Continued

29.	 Stated capital 		 	 	 	 	 	 	 	 	
	 In accordance with Section 58 of  Companies Act No 7 of  2007, which became affective from 3rd May 2007, share 

capital and share premium have been reclassified as stated capital. The comparative information has also been reclassified 
accordingly.

	 	 Company	
	 	 	 		  2007	 2006

60,000,000 Ordinary shares	 		  600,000	 600,000 	
Share premium	 		  417,996	 417,996 	
Stated capital as at 31st December 			   1,017,996	 1,017,996

flowed from the above farm.  According to the Company’s lawyers, the said farmers have claimed Rs 1,000,000 as 
damages.  Outcome of  this is pending.	 	 	 	 	 	 	 	

(c) 	 There is an Industrial Court Case pending where the dispute is whether the fermentation of  277 workmen by the 
Company is justified. Similarly these workmen have filed Labour Tribunal applications with regard to the same 
dispute. The Company has filed statements of  answer and cases are pending.				  

	 Pending the outcome of  all the above cases, no provision has been made in the books of  accounts  of  the company. 
Other than above, there were no material contingent liabilities existing as at the balance sheet date.	  
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31. 	 Revaluation reserve

	 The revaluation reserve relates to property, plant and equipment.	 	 	 	 	 	 	
Revaluation reserve can be analyzed as follows:

	 Consolidated	 Company	
	 	 	 2007	 2006	 2007	 2006

At beginning of  year 	 63,577 	 64,747 	 40,979 	 42,149 
Depreciation transfer	  (1,170)	 (1,170)	  (1,170)	 (1,170)
At end of  year	  62,407 	  63,577 	  39,809 	  40,979 

32. 	 Cash generated from operations

	 Reconciliation of  profit before tax to cash generated from operations:						    
	 	 	 	

	 Consolidated	 Company	
	 	 	 2007	 2006	 2007	 2006

Profit before tax	 138,293	 75,629 	 18,415 	  99,111 

Adjustments for:	 	 	 	 	
Depreciation (Note 2) 	  77,852 	  77,959 	  20,218 	  20,732 
Amortization of  leasehold right (Note 11)	 16,270 	 16,774 	  4,018 	  4,265 
Impairment of  intangible assets (Note 12)	  1,803 	  -   	  -   	  -   
Write off  of  capital work-in-progress [Note 10(c)]	  -   	 1,130 	  -   	  -   
Amortization of  livestock investment (Note 15)	  152,733	 129,864 	  -   	  -   
Appreciation in value of  listed investments (Note 16)	  1,428 	  (3,009)	  1,428 	  (3,009)
Profit on disposal of   property, plant and equipment (Note 2)	  3,478 	  (3,502)	  (1,926)	  (1,955)
Provision for spare parts inventories (Note 2)	  3,500 	  -   	  3,500 	  -   
Interest expense (Note 7) 	 78,631 	 103,150 	  78,631 	  103,150 
Interest income (Note 7)	  (5,249)	 (5,086)	  (4,717)	  (3,646)
Dividend income (Note 6)	 (310)	  (820)	  (310)	  (820)
Share of  associate income / (loss) [Note13(a)]	 (11,825)	  11,483 	  -   	  -   
	 	 	    	 	   	 	
Changes in working capital 	 	 	 	    	
	 	- trade and other receivables	  (28,848)	  61,470 	  73,852 	  60,694 
	 	- inventories	  (698,252)	 1,796 	  (674,825)	  (4,963)
	 	- payables	 447,968 	  440,694 	  412,487 	  453,229 
	 	
Defined benefit obligations (Note 26)	  4,437 	 8,489 	 4,323 	  5,420 
Cash generated from operations	 181,909	 916,021 	  (64,904)	  732,208 

30. 	 Minority interest 
	 	 Consolidated	
	 	 2007	 2006

	 At beginning of  year 	  93,497 	  92,103 
 	 Additions 	  -   	  -   
 	 Share of  net profit/(loss) of  subsidiaries 	  26,301	  1,394 
 	 At end of  year 	  119,798 	  93,497
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33 	 Related parly transaction

33.1 	Key management personnel information				  

	 Key management personnel include all the members of  the Board of  Directors of  the Company having authority and 
responsibility for planning, directing and controlling the activities of  the Company as well as the subsidiaries, directly or 
indirectly. No remuneration has paid during the year.	 	 	 	 	 	 	

	 Mr. Cheng Chih Kwong,Primus, Mr. Cheng Chih Cheng,Robert, Mr. Tan Beng Chuan and Mr. Cheng Chih Hui, Peter, 
the directors of  the Company  are also directors of  the following companies as set out below and with transaction in 
note number 33.2 have been carried out.

	 Name of  the related party	 Name of  the director	 Nature of  transaction		

	 Three Acre Farms Limited	 Mr. Cheng Chih Kwong,	 CGE sells feeds, veterinary drugs and medicine 	
Subsidiary 	 Primus	 and poultry equipment to TAFL. Also Company 	 	
	 Mr. Cheng Chih Cheng,Robert	 purchases broiler DOC and culled birds from TAFL	
	 Mr. Tan Beng Chuan

	 	 Mr. Cheng Chih Hui, Peter	 	 	 	 	 	 	
	

	 Ceylon Pioneer Poultry Breeders 	 Mr. Cheng Chih Kwong	 CGE sells feeds, veterinary drugs and medicine 	
Limited 	 Primus,	 and poultry equipment to CPPBL. Also Company	
Subsidiary 	 Mr. Cheng Chih Cheng, Robert 	 purchases broiler DOC and culled birds 

	 	 Mr. Tan Beng Chuan	 from CPPBL.	 	 	 	 	

	 Ceylon Aquatech (Private) Limited 	 Mr. Cheng Chih Kwong, 	 No inter-company transcations has been recorded	
Subsidiary 	 Primus,	 during the year.	 	 	 	 	
	 Mr. Tan Beng Chuan	 	 	 	 	 	 	

	 Ceylon Livestock and Agrobusiness 	 Mr. Cheng Chih Kwong, 	 CLAS supplies local poultry equipments to the 	
Services (Private) Limited	 Primus,	 Company’s own farms.	 	 	 	
Subsidiary 	 Mr. Tan Beng Chuan	 	 	 	 	 	 	
	

	 Ceylon Warehouse Complex 	 Mr. Cheng Chih Kwong, 	 CWC supplies the service of  modern multi-storied 	
(Private) Limited 	 Primus,	 warehouse complexes and silos. (Operating 	 	
Subsidiary 	 Mr. Tan Beng Chuan	 12 silos and warehouse)	 	 	 	

	 	 	 	 	 	
	 Ceylon Agro Industries Limited	 Mr. Cheng Chih Kwong, 	 The Company is hiring the processing plant 	

Associate	 Primus,	 and storage facilities from CAI Limited.	 	 	
	 Mr. Tan Beng Chuan	 	 	 	 	 	 	

	 Millennium Multibreeder Farms 	 Mr. Cheng Chih Kwong, 	 CGE sells feeds, veterinary drugs and medicine 	
(Pvt) Limited 	 Primus,	 and poultry equipment to MMFL. Also Company 	
Subsidiary 	 Mr. Tan Beng Chuan,	 purchases broiler DOC and culled birds from MMFL.	
	 	 	 	

	 Prima Ceylon Limited.	 Mr. Cheng Chih Kwong, 	 The CGEL purchases raw materials like wheat, 	
	 Group Company	 Primus,	 Wheat Pollard and Wheat Flour.	 	 	

	 Mr. Cheng Chih Cheng, Robert 	 	 	 	
	 	 Mr.Tan Beng Chuan,	 	 	 	 	 	 	

	 Hapiways Management Services 	 Mr.Cheng Chih Kwong, 	 Purchase of  all kind of  import raw materials, 	
	 (Private) Limited	 Primus,	 feed additives, spare parts and other 	 	 	

Group Company	 Mr. Cheng Chih Cheng, Robert 	 significant imports.					  
	 Mr. Cheng Chih Hui, Peter 	 	 	 	 	 	 	
	

	 Prima Management Services (Pvt) Limited is an associate company of  CGEL and has provided ICT solution and services to 
the group companies during the year. The Company has outsourced the IT function to PMS and pays an agreed fee. Further, 
PMS is developing the new ERP system on behalf  of  the Company and billed according to the phase of  development. (See note 
number 32.2 for related party transactions)
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	 The Group has a related party relationship with its subsidiaries, associates and related group companies as disclosed in 
note number 33.1. Companies within the Group engage in trading transactions under normal commercial terms. The 
following transactions were carried out with related parties during the year ended 31st December 2007.

(a). Sales of  goods and services 
	 Consolidated	 Company	

	 	 	 2007	 2006	 2007	 2006

Sales of  goods:

	Three Acre Farms Limited	  -   	  -   	 338,670 	  238,748 
Ceylon Pioneer Poultry Breeders Limited	  -   	 -   	 55,327 	  40,084 
Millennium Multibreeder Farms (Private) Limited 	  -   	  -   	 110,205 	  81,610 
Ceylon Livestock and Agrobusiness Services 	  -   	 -   	  -   	  -   
(Private) Limited	  -   	  -   	  -   	  -   
Ceylon Warehouse Complex (Private) Limited 	  -   	 	  -   	  -   
Ceylon Agro Industries Limited	 26,291 	  25,946 	 26,291 	  25,946 
	 	 	  26,291 	  25,946 	  530,493 	  386,388 

Sale of  services:	 	 	 	 	
Ceylon Agro Industries Limited	 692 	  936 	 692 	  936 
Ceylon Warehouse Complex (Private) Limited 	  -   	  -   	 431 	  -   
Ceylon Livestock and Agrobusiness Services (Private) Limited 	  -   	  -   	 104 	  -   
Three Acre Farms Limited	  -   	  -   	 604 	  -   
	 	 	  692 	  936 	  1,831	  936 

(b). Purchases of  goods and services
	 Consolidated	 Company	

	 	 	 2007	 2006	 2007	 2006

Purchase of  goods: 

Three Acre Farms Limited 	  -   	  -   	 87,152 	  51,294 
Ceylon Livestock and Agrobusiness Services 	 	 	 	 	
(Private) Limited 	  -   	  -   	 281 	  -   
Ceylon Pioneer Poultry Breeders Limited 	  -   	  -   	 2,171 	  9,050 
Millennium Multibreeder Farms (Private) Limited  	  -   	  -   	 179,601 	  143,802 
Hapiways Management Services (Private) Limited	 3,657,759 	  1,264,433 	 3,657,759 	  1,264,433 
Prima Ceylon Limited 	 219,026 	  1,451,596 	 219,026 	  1,451,596 
Ceylon Agro Industries Limited 	 11,221 	  2,684 	 11,221 	 2,684 
	 	 	  3,888,006 	  2,718,713 	   4,157,211 	  2,922,859 

Purchases of  services: 	 	 	 	 	
Ceylon Warehouse Complex (Private) Limited 	  -   	  -   	 77,780 	  37,418 
Hapiways Management Services (Private) Limited 	 26,572 	  25,326 	  26,572 	  25,326 
Ceylon Agro Industries Limited 	 191,000 	  167,309 	 191,000 	  167,309 
Prima Ceylon Limited	 9,473 	  	  9,473  
Prima Management Services (Private) Limited  	  -   	  22,163 	  -  	  22,163 
	 	 	 227,045 	 214,798 	 304,825 	  252,216 

33.2	Related Party Transactions
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(c ).	The receivables from related companies and payables to related companies on sale/purchase of  goods/services are 
set out  in note 17 and 23 respectively. These receivables and payables are unsecured, interest free and have no fixed 
repayment terms. 	 	 	 	 	 	 	 	 	 	 	
	

(d).	The subsidiary companies use some facilities of  the Company free of  charge and part of  the accounting and 
administrative functions of  the subsidiary companies are also performed by the Company for which no charges are 
made.  

(e). 	Prima Limited, Singapore has confirmed undertaking to purchase the Company’s investment in Ceylon Agro 
Industries Limited (CAI) at price of  not less than Rs. 124,448,807/-. 

34. 	 Post balance sheet events

	 No events have occurred since the balance sheet date which would require adjustments to, or disclosure in, the financial  
statements. 

35. 	 Comparative Information
	

(a ).	Leasehold rights of  property plant & equipment were reclassified and shown as a separate item as in Note 11.

(b ).	Share of  results from associates have been reclassified net of  tax as in Note 13. 

	 No after items more reclassified.   
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Five Year Summary
All amounts in Sri Lanka Rupees thousands

For the years ended 31 December	 2007	 2006	 2005	 2004	 2003

OPERATING RESULTS FOR THE PERIOD	 	 	 	 	
Group revenue	 5,756,856	 4,563,003 	 4,834,334 	  4,232,237 	  4,648,988 
Operating profit	 212,905 	 259,737 	 409,705 	  (213,997)	  124,054 
Fall in value of  intangible assets	 	 	  -   	   (82,047)	 -
Non operating income	 	 	 	 	
Finance costs	 (86,437)	 (172,625)	 (110,662)	  (255,264)	  (101,023)
Share of  results of  associate	 11,825 	 (11,483)	 (26,699)	  (55,661)	  10,591 
Profit before taxation	 138,293 	 75,629 	  272,344 	  (524,922)	  (48,425)
Taxation	 (43,546)	 1,519 	 23,101 	  (7,857)	  (18,620)
Profit from ordinery activities 	 94,747 	 77,148 	 295,445 	  (532,779)	  (67,045)
Minority interest	 (26,301)	 (1,394)	 10,736 	  85,345 	  18,915 
Profit attributable to the Company	 68,446 	 75,754 	  306,181 	  (447,434)	  (48,130)
	 	 	 	 	 	
BALANCE SHEET	 	 	 	 	 	
Stated Capital	 1,017,996 	 1,017,996 	 1,017,996 	 1,017,996 	  1,017,996 
Share premium of  subsidiaries	 213,133	 213,133	 213,133	 213,133	 213,133
Revaluation reserve	 62,407 	 63,577 	 64,747 	  65,917 	  67,087 
Revenue reserves	 96,324 	 26,708 	 (50,216)	  (357,567)	  86,131 
Minority interset	 119,798 	 93,497 	 92,103 	  102,839 	  175,535 
Non - Current Liabilities	 1,578,530 	 1,258,181 	 1,144,479 	  107,841 	  140,904 
	  3,088,188 	  2,673,092 	  2,482,242 	  1,150,159 	  1,695,976 

Intangible assets	 4,455 	 6,258 	 6,258 	  32,407 	  36,588 
Property,plant and equipment and investments	 2,100,248 	 2,103,244 	 2,161,546 	  2,213,940 	  2,194,234 
Investment in an associate company	 128,826	 117,001 	 128,450 	  133,639 	  189,300 
Other investments	 160,862 	 113,220 	 72,692 	  63,436 	  103,781 
Non current receivables	 - 	 24,851 	 12,786 	  21,136 	  40,129 
Current assets	 2,405,188 	 1,465,655 	 1,539,378 	  1,878,665 	  1,972,718 
Current Liabilities	 (1,711,391)	 (1,157,137)	 (1,438,868)	  (3,193,064)	  (2,840,774)
	 3,088,188 	  2,673,092 	  2,482,242 	  1,150,159 	  1,695,976 

RATIOS AND OTHER INFORMATION	 	 	 	 	 	
Earnings/(loss) per share (Rs)*	 0.07 	 1.64 	 5.15 	  (7.37)	  (0.52)
Market price per share (Rs)*	 13.00 	 13.50 	 12.75 	  10.75 	  23.00 
Y/E price earnings Ratio	 185.71 	 8.23 	 2.48 	 (1.46)	  (44.23)
Net dividend pay out (Rs 000)	  -   	  -   	  -   	  -   	  -   
Bonus issues (Ratio)	  -   	  -   	  -   	  -   	  -   
Rights issue (Ratio)	  -   	  -   	  -   	  -   	  -   
Rights price (Rs)	  -   	  -   	  -   	  -   	  -   
Debt / equity Ratio 	 0.71 	 0.42 	 0.93 	  1.71 	  0.99 
Interest cover (No of  times)	 1.23 	 1.97 	 2.66 	 0.00 	 0.54 
Net assets per share (Rs)	 22.41 	 22.33 	 20.69 	  15.54 	  22.91 
Current ratio (No of  times)	 1.54 	 1.16 	 0.98 	  0.55 	  0.69 
Shares traded	 13,435,100 	 13,804,800 	 29,944,300 	  10,343,600 	  34,133,541 
US $ Exchange Rate - average	 110.72 	 104.24 	 100.56 	 101.52 	 96.53 
US $ Exchange Rate - year end	 108.65 	 107.72 	 102.15 	 105.10 	 96.80 
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Milestones

20 September 1982
Date of  Agreement between Prima Limited of  Singapore 
and the Government of  Sri Lanka.

19 November 1982 
Date of  Incorporation.

27 April 1984
First Annual General Meeting. All 15,000,000 shares of  Rs 
10/- each had been fully allotted. The Company’s shares 
were granted a listing by the Colombo Stock Exchange.

17 December 1984
First invoiced sale of  Animal Feed. This date is significant 
because it marks the start of  the tax holiday.

01 February 1987
Breeder Farm Project at Kosgama started production of  
Commercial Day-Old Chicks.

01 January 1991
Acquisition of  Colombo Seafoods (Pvt) Limited with 23 
acres of  developed Shrimp Farm Land and Hatchery in the 
Chilaw area.

22 January 1991
GCEC grants permission for CGE to invest in the equity 
of  Ceylon Livestock & Agrobusiness Services (Pvt) Limited. 
C.L.A.S. undertakes trading activities.

31 December 1991
CGE prepares Consolidated Group Accounts for its 
shareholders.

27 January 1992
CGE Shares introduced to the Central Depository System at 
the Colombo Stock Exchange.

30 June 1992
Bonus Issue of  1-for-3 share capitalizing  Rs 50 million from 
capital Reserve. Rights Issue of  10 million ordinary shares at 
a premium of  Rs 35 per share raising CGE’s Capital to Rs 
300 million.

02 September 1992
Acquisition of  Three Acre Farms Limited with 33 acres of  
freehold land and buildings with poultry breeding farms at 
Panagoda, Meegoda and Kottawa.

24 September 1993
Incorporation of  Ceylon Pioneer Poultry Breeders Limited, 
a wholly-owned subsidiary of  TAFL.

04 April 1994
Incorporation of  Ceylon Warehouse Complex (Pvt) Limited, 
a wholly-owned subsidiary of  CGE.

08 July 1994
Bonus Issue of  1-for-2 shares capitalizing  Rs 150 million 
from share premium. Rights Issue of  15 million ordinary 
shares at a premium of  Rs 15 per share to raise CGE’s 
Issued Capital to Rs 600 million.

21 December 1995
Ceylon Aquatech (Pvt) Limited or “CAT” was incorporated 
to venture further into integrated shrimp business.

30 December 1997
Invested Rs. 140 million into the ordinary shares of  Ceylon   
Agro-Industries Limited. The 22% stake allows for CAI to 
be ‘equity-account’ for in the Consolidated Accounts of  
CGE beginning in FY 1998.

9 December 1998
Agreement signed with the SLPA for CWCL to reclaim 
01A-01  R-07P land from the seabed at Mutwal, adjacent to 
CGE factory. The lease period follows that of  CGE’s Main 
Agreement with the Government of  Sri Lanka.

31 December 1998
Stepped up investment by subscribing Rs 70 million in the 
ordinary shares of  Ceylon Agro Industries Limited.

10 August 1999
Date of  Incorporation of  Millennium Multibreeder Farms 
(Private) Limited, a wholly-owned subsidiary of  TAFL.

16 September 1999
First Commercial shrimp feed plant established in Sri Lanka. 
Launched ‘PRIMA SUPER SHRIMP FEEDS’.

05 March 2001
Poultry Feed Export to Bangladesh under the brand 
“PRIMA”.

10 October 2001
Export of  PRIMA Broiler Whole Chicken to Male - 
Republic of  Maldives.
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ANALYSIS OF SHAREHOLDERS ACCORDING TO THE NUMBER OF SHARE AS AT 31ST DECEMBER 2007

	 RESIDENT	 NON RESIDENT	 TOTAL	  
        Share holding	 	 Number of 	 Number of 	 Percentage	 Number of 	 Number of 	 Percentage	 Number of 	 Number of 	 Percentage 
	 	 Shareholders	 Shares	 (%)	 Shareholders	 Shares	 (%)	 Shareholders	 Shares	 (%) 

	 01 	-	 1,000	 1,834	 681,588	 1.14	 32	 15,291	 0.03	 1,866	 696,879	 1.17
	 1,001 	-	 5,000	 713	 1,876,522	 3.13	 17	 53,230	 0.09	 730	 1,929,752	 3.22
	 5,001 	-	 10,000	 189	 1,529,296	 2.55	 8	 72,364	 0.12	 197	 1,601,660	 2.67
	 10,001 	-	 50,000	 138	 3,086,616	 5.14	 11	 260,300	 0.43	 149	 3,346,916	 5.57
	 50,001	 -	 100,000	 29	 2,142,888	 3.57	 0	 0	 0.00	 29	 2,142,888	 3.57
	100,001 	-	 500,000	 16	 3,116,000	 5.19	 2	 350,000	 0.58	 18	 3,466,000	 5.77
	500,001 	-	 1,000,000	 3	 2,431,226	 4.05	 2	 1,872,300	 3.12	 5	 4,303,526	 7.17
	        over 1,000,000		 1	 1,743,700	 2.91	 4	 40,768,679	 67.95	 5	 42,512,379	 70.86
	 	 	 	 2,923	 16,607,836	 27.68	 76	 43,392,164	 72.32	 2,999	 60,000,000	 100.00 

Categories of  Shareholders	 Number of  shareholders	 No. of  shares

Individual	 2,811	 8,875,035
Institutional	 188	 51,124,965
	 2,999	 60,000,000

                                                                                                31 st December 2007                       	31 st December 2006
 No	 Name	 Number of  shares	 Percentage	 Number of  shares	 Percentage 

1	 Prima Limited Singapore	 27,270,800	 45.45	 27,270,800	 45.45
2	 Japfa Cornfeed International Pte Ltd, Singapore	 6,052,829	 10.09	 6,052,829	 10.08
3	 Supra Limited, Hong Kong	 5,179,797	 8.63	 5,179,797	 8.63
4	 Eka Limited, Singapore	 2,265,253	 3.78	 2,265,253	 3.78
5	 National Savings Bank	 1,743,700	 2.91	 1,107,500	 1.85
6	 Employees Trust Fund Board	 956,926	 1.59	 956,926	 1.59
7	 Elgin Investments Limited	 943,300	 1.57	 376,500	 0.63
8	 Sandwave Limited	 929,000	 1.55	 -	 -
9	 H H Abdulhusein & Co (Private) Limited A/C No. 1	 751,500	 1.25	 848,000	 1.41
10	 Asia Asset Finance Ltd	 722,800	 1.20	 -	 -
11	 Mr. H A Pieris	 450,500	 0.75	 593,000	 0.99
12	 Waldock Mackenzie Limited/Mr L P Hapangama	 434,600	 0.72	 389,000	 0.65
13	 M S H Packaging Industries Limited	 428,400	 0.71	 1,575,000	 2.63
14	 Dr R M Pieris	 200,000	 0.33	 200,000	 0.33
15	 HSBC International Nominees Ltd-SSBT-
	 Deustche Bank AG Singapore A/C 01	 200,000	 0.33	 200,000	 0.33
16	 Mr L S I Perera	 188,200	 0.31	 -	 -
17	 DPMC Financial Services (Pvt) Ltd. Account No 02	 181,300	 0.30	 -	 -
18	 Miss A M Udeshi	 150,100	 0.25	 150,100	 0.25
19	 Mr R A De Silva	 150,000	 0.25	 -	 -
20	 HSBC International Nominees Ltd - 
	 UBS AG Branch (EX SBC)	 150,000	 025	 150,000	 0.25
	 Total	 49,349,005	 82.22	 47,314,705	 78.85

LIST OF 20 MAJOR SHAREHOLDERS

	 The percentage of  shares held by the public	2007 - 44.46%
	 The percentage of  shares held by the public	2006 - 44.46%
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Statement of Value Added

	 	 	 2007	 2006	 2005	 2004	 2003

Revenue	 	 	 5,759,856 	 4,563,003 	 4,834,334 	  4,232,237 	 4,648,988 
Adjustement for 
other income / (expenses)	 	 	 17,966 	 18,130 	 13,043 	  13,178 	  32,756 

	 	 	  5,774,822 	  4,581,133 	  4,847,377 	  4,245,415 	  4,681,744
Less: Cost of  materials and 
services purchased	 	 	  3,989,761 	  3,234,219 	  3,122,213 	  3,317,797 	  3,727,769 	

from external sources	 	 	 	 	 	 	
Value Added	 	 	 1,785,061 	 1,346,914 	 1,725,164 	  927,618 	  953,975  	
 	

All figures in Rs.000’s
Consolidated Value Added Statement

Distributed as follows:	 	 	 	 	 	 	 	
	 	 	 	 	 	
	 	 	 	 2007	 %	 2006	 %	 2005	 %	 2004	  % 	 2003	  %  
To employees as remuneration	 	 	 341,427 	 19.13 	 303,678 	 22.62 	 363,059 	 21.04 	  298,910 	 32.22 	  234,436 	 24.57  
To the government 
as taxes	 	 	 1,176,134 	 65.89 	 768,205 	 57.22	 785,960 	 45.56 	  742,931 	 80.09 	  567,469 	 59.48 
To the Providers 
of  capital	 	 	 	 	 	 	 	 	 	 	 	
	 as Interest on Loans	 	 	 78,631 	 4.40 	 103,150 	 7.68 	 158,467 	 9.19 	  158,728 	 17.11 	  114,809 	 12.03 
	 as Minority Interest	 	 	 26,301 	 1.47 	 1,394 	 0.10 	 10,736 	 0.62 	  85,345 	 9.20 	  18,915 	 1.98 	
	 	 	 	 	 	 	 	 	 	 	
To Shareholders as 
Dividends	 	 	  -   	 -	  -   	 -	  -   	 -	  -   	 -	  -   	 -	
	 	 	 	 	 	 	 	 	 	 	 	 	
Reatined withing the 
business	 	 	 	 	 	 	 	 	 	 	 	 	
	
	 as Depreciation and amortization	 	 	 94,122 	 5.27 	 94,733 	 6.74 	 100,761 	 5.84 	  89,138 	 9.61 	  66,476 	 6.97 
	 as Reserves	 	 	 68,446 	 3.83 	 75,754 	 5.64	 306,181 	 17.75 	 (447,434)	 (48.23)	  (48,130)	 (5.05)	
  	 	 	 	 1,785,061 	 100.00 	 1,346,914 	 100.00 	 1,725,164 	 100.00 	  927,618 	 100.00 	  953,975 	 100.00 	
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Notice of Meeting

NOTICE IS HEREBY GIVEN that the 25th Annual General Meeting of  the Company will be held on Friday 9 May 
2008 at the Registered Office of  the Company No. 15, Rock House Lane, Colombo 15 at 10.30 a.m. and the business to be 
brought before the Meeting will be:
                            

1.	 To receive and consider the Report of  the Board of  Directors on State of  Affairs of  the Company  and the 
Statement of  Accounts for the year ended 31st December 2007, with the Report of  the Auditors thereon.

                                                          	                                                    
2.	 To re-elect Mr. Cheng Chih Hui, Peter a Director who retires by rotation at the Annual General Meeting in terms 

of  Article 102 of  the Articles of  Association of  the Company.
                                                 
3.	 To re-appoint Messrs KPMG Ford, Rhodes, Thornton & Company as Auditors and to authorise the Directors to 

determine their remuneration.

4.	 To authorise the Directors to determine contributions to charities. 

By Order of  the Board
S S P CORPORATE SERVICES (PRIVATE) LIMITED
Secretaries

Colombo 3

31 March 2008

Note:-	 (a)	 A  member  entitled  to  attend  and  vote at the above mentioned meeting is entitled to appoint a 
Proxy to attend and vote instead of  him/her. Such Proxy need  not  be  a member of  the Company. 

	 (b)	 A Form of  Proxy is annexed to this notice.

	 (c)	 The completed Form of  Proxy should be deposited  at  the  Registered  Office  of  the Company, 
No. 15, Rock House Lane, Colombo 15 not later than 48 hours before the time appointed for the 
holding of  the meeting.
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Form of Proxy

I/We  ……………………………………………..……………….………………..………….………………………… of

………………...………………………………………………………………….………….…………being a member/s of  

Ceylon Grain Elevators Limited, hereby appoint …………………..……..……..…….……………..……………………….

………………………………….. of  ……………………………………….or failing him

	 Mr. CHENG CHIH KWONG, PRIMUS 	 of  Colombo or failing him
	 Mr. TAN BENG CHUAN	 of  Colombo or failing him
	 Mr. CHENG CHIH CHENG, ROBERT 	 of  Colombo or failing him
	 Mr. CHENG CHIH HUI, PETER 	 of  Colombo

as my/our Proxy to represent  me/us  and vote on my/our behalf  at the Annual General Meeting  of  the Company to be 
held on Friday 9 May 2008, and at any adjournment thereof  and at every poll which may be taken in consequence of  the 
aforesaid meeting and to VOTE as indicated below: 

	 FOR	 AGAINST
Ordinary business

1.	 To  receive  and  consider  the  Report of  the Board of  Directors 
	 on State of  Affairs of  the Company  and  the 
	 Statement  of   Accounts  for  the year  ended  31st  December 
	 2007, with the Report  of   the Auditors thereon.

2.	 To  re-elect   Mr.  Cheng  Chih  Hui,  Peter  a  Director   who  
	 retires by rotation  at  the  Annual  General  Meeting  in terms
	 of  Article 102.

3.	 To  re-appoint  Messers KPMG Ford, Rhodes, Thornton & Company  
	 as  Auditors and to authorise the Directors to determine their 
	 remuneration.

4.	 To authorise the Directors to determine contributions to charities.

As  witness my/our hand/this ………………………..day of  …………………………… Two Thousand and Eight.

Signature: …………………………….

Note :  Please delete the inappropriate words.

	 1.	 Instructions for completion of  proxy are noted on the next page
	 2.	 A proxy need not be a member of  the Company
	 3.	 Please mark “X” in appropriate cages, to indicate your instructions as to voting
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INSTRUCTIONS TO COMPLETION OF FORM OF PROXY

1.	 Kindly perfect the Form of  Proxy by filling in legibly your full name and address, your instructions as to voting, by 
signing in the space provided and filling in the date of  signature.

2.	 Please indicate  with  a ‘X’ in the cages provided how your proxy is to vote on the Resolutions.  If  no indication is 
given the Proxy in his/her discretion may vote as he/she thinks fit.

3.	 The  completed Form of  Proxy should be deposited at the Registered Office of  the Company at No. 15, Rock 
House Lane, Colombo 15, at least 48 hours before the time appointed for holding of  the Meeting.

4.	 If   the  form  of   proxy  is  signed  by  an attorney, the relative power of  attorney should accompany the completed 
form of  proxy for registration, if  such power of  attorney has not already been registered with the Company.

Note:

In Terms of  Article 85 of  the Article of  Association of  the Company a corporation whether a company within the 
meaning of  the Act or not, which is a member of  this Company may by resolution of  its Directors authorise any of  
its officers to act as its representative at any meeting of  this Company, and the person so authorised shall be entitled to 
exercise the same powers on behalf  of  the corporation which he represents as if  he were an individual member of  this 
Company, and at any meeting of  this Company the production of  a copy of  such resolution certified by one Director or 
the secretary of  such corporation as being a true copy of  the resolution shall be accepted by this Company as sufficient 
evidence of  the validity of  the said representative’s appointment and his right to vote. A representative so appointed 
shall not be deemed to be a proxy.

Form of Proxy






