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A Spirit of
resilience

We know that in business, as in life, every challenge that comes our
way is an opportunity to become stronger and better. The true test
of resilience is persisting through the most complex and difficult
circumstances to emerge determined to do better and be better. It
has been a tough year, but we were resilient and adjusted ourselves,
demonstrating our unwavering commitment to overcoming
challenges and striving for excellence. This has always been the
spirit of endurance imbued by Chemanex PLC.

It is with pride that we report that in this remarkable year of many

upheavals in our external environment, we have endured and

emerged resilient, forging our path to success by relying on our
strengths in the face of adversity.

This report contains a performance that truly reflects Chemanex
PLC inimitable spirit of endurance.
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Chemanex

at aglance

Our Vision

To be a leading corporate in manufacturing and
distributing value-added speciality compounds
and intermediates.

.................. '
e Daring to Envision and Innovate M ¢
e Commitment towards Excellence 3
e One Family Unbroken (

e A Deep-Rooted Culture of Professional Ethics
e Sustainability as Strength

Chemanex at a Glance

Estate Chemicals
Supply chemicals for rubber estates.

Rubber
Supply raw materials for dry rubber product manufacturing
industries.

Home and Personal Care
Supply additives to manufacture hair /skin/ home care products.

Coatings
Supply colour pigments and additives for paint and ink industries.

Packaging / Food Additives
Supply starches and related accessories for corrugated
industry and additives for the food manufacturing.



financial

highlights

Company Group
Year ended 31st March 2024 2023 Change % 2024 2023 Change %
Earnings Highlights & Ratios
Revenue Rs.'000s 788,965 1,063,645 (25.82) 788,965 1,063,645 (25.82)
Profit before Tax Rs.'000s 141,049 253,244 (44.30) 141,172 255,562 (44.76)
Taxation Rs.'000s 29,340 85,698 (65.76) 29,340 85,698 (65.76)
Profit attributable to Equity Holders ~ Rs.'000s 111,709 167,546 (33.33) 111,379 177,583 (37.28)
Total Comprehensive Income for the year Rs.'000s 995,010 163,914 507.03 996,555 174,565 470.88
Dividends Rs.’000s 39,268 31,414 25.00 39,268 31,414 25.00
Earnings per Share Rs. 7.11 10.67 (33.33) 7.09 11.31 (37.28)
Dividend Cover No. of Times 2.84 5.33 (46.72) 2.85 5.65 (49.73)
Return on Shareholder's Equity % 3.15 6.48 (51.31) 3.07 6.65 (53.83)
Pre-tax Return on Shareholder's % 3.98 9.79 (59.33) 3.89 9.57 (59.33)
Equity
Return on Assets % 2.88 6.00 (52.08) 2.86 6.34 (54.89)
Interest Cover No. of Times 8.78 14.20 (38.15) 8.79 16.50 (46.72)
Working Capital Cycle days 134 134 0.27 134 134 0.27
Balance Sheet Highlights & Ratios
Total Assets Rs.'000s 3,882,907 2,790,690 39.14 3,895,887 2,802,010 39.04
Total Debts Rs.'000s 172,871 13,762 1,156.15 172,871 13,762 1,156.15
Shareholder's Funds Rs.'000s 3,643,242 2,587,500 36.94 3,628,421 2,671,103 35.84
No. of Shares in Issue 000s 15,707 15,707 (0.00) 15,707 15,707 (0.00)
Net Assets per Share Rs. 225.58 164.73 36.94 231.01 170.05 35.84
Debt/Equity % 4.88 0.58 820.75 4.77 0.52 817.31
Debt/Total Assets % 4.45 0.49 802.81 4.44 0.49 806.12
Current Ratio No. of Times 10.94 12.83 (14.74) 13.95 19.96 (30.13)
Market/Shareholder Information
Market Price per Share Rs. 72.00 77.50 (7.10) 72.00 77.50 (7.10)
Market Capitalisation Rs.'000s 1,130,926 1,217,317 (7.10) 1,130,926 1,217,317 (7.10)
Price Earnings Ratio No. of Times 10.12 7.27 39.34 10.15 6.85 48.12
Dividend per Share Rs. 2.50 2.00 25.00 2.50 2.00 25.00
Dividend Pay-out % 35.15 18.75 87.48 35.26 17.69 99.30
Dividend Yield % 3.47 2.58 34.55 3.47 2.58 34.55

ROCE % 4.32 10.21 (57.73) 4.22 11.51 (63.31)
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chairman’s

review

Dear Shareholders,

| welcome you to the 51st Annual General Meeting of Chemanex

PLC and place before you the audited Financial Statements of the
Company for the year ending 31st March 2024. Against the backdrop
of the socio-economic and political upheaval witnessed over the last
couple of years in Sri Lanka, the period under review seemed to revert
to normalcy as we know it. Against this challenging backdrop, your
Company navigated the rapidly evolving conditions to the best of its
ability.

Scan the QR Code with your smart
device to view this report online

www.chemanex.lk

Chemanex PLC

Annual Report 2023/24




P R Saldin

Chairman




CHAIRMAN'’S REVIEW

Macroeconomic Conditions

The dire scenario of serpentine queues
for petrol and cooking gas, and
protracted power cuts were resolved

in the year under review. In terms of
economic indicators too, inflation, which
peaked at 70%, subsequently declined
to single digits, going as low as 5%. In a
bid to combat inflation, the Central Bank
of Sri Lanka (CBSL) pushed up interest
rates from a peak of 29% down to 11%,
which brought down borrowing costs.
The liquidity crisis seen in the previous
year eased up, as banks became flush
with rupees and dollars once again,
putting the economy in a favourable
position, where imports of essential
items could recommence. Thereafter,
although the domestic debt restructuring
process went through smoothly, the
international debt restructuring is still

to be finalised for a more improved
economic outlook. On an optimistic
note, the IMF’s EEF programme seems
to be on track, with the second review of
the staff-level agreement on economic
policies concluded successfully in
March 2024.

Company Performance

While macroeconomic indicators
showed an improvement compared
to the previous year, increased costs,
inflation and the rupee depreciation
profoundly impacted consumers as
real incomes shrank and consumer
demand contracted. Eventually, the
negative impact was greater than
anticipated, and your Company’s
revenue declined compared to the
previous year, which had proved to be
an exceptional one for the Company.
In 2022/23, as a result of strategic
and tactical alliances, Chemanex
had access to raw materials, which
enabled it to operate in the market
while its competitors were not so
favourably placed.

However, competition also improved
in 2023/24, resulting in tightness in
the market. Overall, the Company’s
performance reflected the health of
the sectors in the economy. Essential
sectors to which Chemanex supplies

performed well, while non-essential
sectors such as home and consumer
products and packaging sectors
showed weaker demand.

The hike in electricity and fuel costs
further exacerbated the cost of
production in factories while also
pushing up transportation costs. The
inflationary environment necessitated
the company to increase wages and
salaries of its staff, all of which raised
operational costs substantially. The
rupee, which had depreciated by

as much as 87% up till then, started
reversing course without warning,
catching most businesses on the

back foot as we had procured raw
materials at the previous prevailing
higher prices, thereby eroding our
margins. The company tightened up

on costs and infused efficiencies in
transport and delivery while sourcing
quality materials at cheaper prices, as
consumers became price sensitive.
Moreover, chemicals always undergo a
chemical testing process in laboratories
before being approved. Furthermore,
collaborating with the holding company
CIC enabled Chemanex to sustain
orders, and together we cater to almost

all chemical requirements in the country.

Although the company recorded
healthy profits this year, it was less
than the exceptional profits made in
2022/23 on account of rising consumer
demand post-pandemic and the
ability of consumers to pay, which was
both affected in 2023/24. However,
the investments in debt and equity
performed significantly in the market.
The strong performance of the CSE
indicates a positive outlook for our
investments.

ESG

As part of the reputed CIC Group,
Chemanex is fully compliant with

the rules and regulations. The
amendments in the Code of Ethics and
stock exchange regulations have been
duly adopted, and we are well within
the timeline given to align accordingly.
In terms of social welfare, we maintain
ethical business practices, protect the
environment and support employees.
During the year, Chemanex uplifted
the ICT facilities in a rural school

in Thummodara, Avissawella, by
donating 2 computers, computer
tables and chairs.

Future Outlook

The International Monetary Fund

(IMF) approved a 48-month extended
arrangement under the Extended
Fund Facility (EFF) in March 2024 of
an amount of US$3 billion approx.
This should encourage International
Sovereign Bond (ISB) holders to reach
an agreement sooner rather than later
as it will enable Sri Lanka to gain an
improved sovereign rating.

The government’s fiscal consolidation
programme should also be accelerated
by widening the tax net instead of taxing
a few conscientious taxpayers with
higher taxes. However, the progress is
slow and there is still a smaller tax base
presently. While the current tax rate is

in keeping with other nations, the rise

in rates has been at a faster pace while
salaries have not kept pace. As a result,
there was a continuation in the tightness
of the ability to buy consumer goods.



However, the decline in interest rates is
a major factor for businesses. With the
dollar easing, the construction industry
can breathe again while tourism is
bouncing back strongly to earn foreign
exchange for the country. Consumer
demand will remain under pressure

for most of the year. Meanwhile,
government expenditure also needs to
be brought under control.

Cement prices went up significantly
and the cost of capital rose, but now
things are better and the momentum

is expected to pick up. The local
rubber production is also expected to
improve. Apparel has been an issue with
overseas demand declining, which is
picking up only now. The local apparel
industry has become less competitive
resulting in factories moving to cheaper
destinations.

Acknowledgments

| am grateful to the board members for
their unwavering faith in my abilities.

The directors along with the senior
management and the entire team of
Chemanex made an exceptional effort to

Jﬂfl ‘

Donating ICT facilities to a rural school

make the best of a challenging year. We
remain indebted to all our stakeholders,
including our valued customers and
esteemed principals, as well as to our
holding company, CIC for the faith they
have placed in us. | am also pleased to
welcome Aroshan Seresinhe onto the
Board of Directors on behalf of the entire
company.

"

P R Saldin
Chairman

28th May 2024
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Non-Executive Chairman

Mr. Rimoe Saldin is a Fellow of the Institute

of Chartered Accountants of Sri Lanka

and an Associate of Institute of Chartered
Accountants of England and Wales. He

is also a Fellow of the Chartered Institute

of Management Accountants in UK and a
Certified Management Accountant, Australia.
He is an alumni of the Asian Institute of
Management Manila. He has over 30 years of
top management level experience in the areas
of Finance, Human Resource Development,
General Management and Operations as well
as in the role of Chief Executive Officer.

He is currently employed as Director of Paints
& General Industries Limited and Director/Chief
Executive Officer of Polypak Secco Limited.
He serves as a Director of CIC Holdings PLC
and also serves on the Board of Directors of
Akzo Nobel Paints Lanka (Private) Limited,
Link Natural Products (Private) Limited, CIC
Agri Businesses (Private) Limited. He is the
Chairman of CISCO Speciality Packaging
(Private) Limited. Additionally he serves on
the Board of Directors of Hatton National
Bank PLC, HNB Assurance PLC and also is
Chairman of Sithma Development (Private)
Limited and serves as a Trustee of the HNB
Sustainability Foundation.

Mr.P.R.Saldin previously served as a Director
of Chemanex PLC from 1999 to 2005 as a Non
Executive Director. He was reappointed to
the Board in February 2017 and appointed as
Chairman in April 2018. Mr. Saldin served as
the Commercial Director and Group Finance
Director of CIC Holdings PLC for the period
1995-2002. He was the Country Controller &
Group Finance Director for Shell Sri Lanka

for the period 2005-2010 and also the Group
Chief Operating Officer, Browns Group of
Companies and the Managing Director of
Browns Investments PLC from 2010-2014.

Non-Executive
Independent Director

Mr. Mangala Boyagoda was appointed to the
Board of Directors of Chemanex PLC on 14th
May 2018.

Mr. Boyagoda is a Senior Banker, possessing
over 35 years’ experience holding key positions
in the field of Financial Services. He is the
former CEO of Standard Chartered Bank.

He is the present Chairman of Wealth Lanka
Management (Private) Limited, Director of

Asset Trust Management (Private) Limited,
SAFE Capital (Private) Limited, Ceylon

Hotels Corporation PLC, Sierra Constructions
(Private) Limited, Sri Lanka Gateway Industries
(Private) Limited, Faber Capital Lanka (Private)
Limited, United Hotels Co. (Private) Limited,
Ambeon Holdings PLC., Taprobane Capital
Plus (Private) Limited, Asset Holdings (Private)
Ltd, CIESOT & Dhamma Parami Trust. He

has served as a Consultant to the Asian
Development Bank (ADB), the World Bank,
the Central Bank of Sri Lanka, the Securities
and Exchange Commission of Sri Lanka &

the Securities and Exchange Commission of
Bangladesh. He is a former President of the
FOREX Association of Sri Lanka.

He holds a Master’s Degree in Business
Administration from the Irish International
University (European Union).

Non-Executive Independent
Director

Dr. Anura Ekanayake was appointed to the
Chemanex Board on 29th August 2016. He

is a former Chairman of the Ceylon Chamber
of Commerce, the Industrial Association of Sri
Lanka and the International Natural Rubber
Council. He has had an illustrious career in
public service serving as a Senior Economist of
the Mahaweli Authority, Director on the Boards
of the State Plantations Corporation and JEDB,
Director of Planning to the Ministry of Plantation
Industries and Director General of the Ministry
of Public Administration. He left his two decade
long public service and joined Unilever Sri
Lanka and served as Director — Human
Resources and Corporate Relations for 8 years.
He serves at present on a number of boards

of listed companies and non-listed companies.
Dr. Ekanayake, holds a B.A. (Hons) and MSc
(Agriculture) from the University of Peradeniya
and a Ph.D in Economics from the Australian
National University. He is also a Fellow
Member of the Institute of Certified Professional
Managers.

Non-Executive Director

Mr. Prashantha Aroshan Seresinhe, with over
25 years of industry experience, currently
holds the position of Group Chief Executive
Officer at CIC Holdings PLC and is a member
of the Boards of Directors of Unipower (Private)
Limited, CIC Cropguard (Private) Limited, CIC
Dairies (Private) Limited, CIC Grains (Private)
Limited, CIC Seeds (Private) Limited, and
Asiavet Lifesence (Private) Limited.

Mr. Seresinhe’s professional journey
commenced at Ernst & Young Sri Lanka in
the mid-1990s, after which he transitioned to
the Venture Capital Industry as an Analyst.
Subsequently, he assumed commercial roles
with Sri Lankan conglomerates, specializing
in finance, investment management, and
corporate planning for a regional mobile
company. Over the last decade, he was
involved with a regional oil palm plantation
company, overseeing projects for setting

up palm oil processing mills in Kalimantan,
Indonesia.

Prior to his tenure at CIC Holdings PLC,

Mr. Seresinhe was associated with a

leading diversified conglomerate, where he
spearheaded the renewable energy business
portfolio and gained experience in project
management for establishing and operating
a TMR Dairy project. He has held various
management positions in prominent Sri Lankan
corporates. Additionally, he is a member of
the Sri Lanka-Singapore Business Council of
the Ceylon Chamber of Commerce and has
previously served as President of GS1 Lanka.

Mr. Aroshan Seresinhe holds the designation of
an Associate Member of the Chartered Institute
of Management Accountants United Kingdom
(ACMA UK) and also carries the status of an
Associate member of the Chartered Global
Management Accountant (CGMA).

Company Secretary

Ms. Thilini Wegodapola joined CIC Group

in 2007 and appointed as the Company
Secretary of Chemanex PLC on 1st April 2016.
An Attorney-at-Law and holds a Bachelor

of Law (LLB) degree from the University of
Colombo. She is also the Company Secretary
to many unquoted subsidiaries of CIC Group.
Presently serves as the General Manager —
Legal of CIC Holdings PLC.
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Despite the challenges, the Company
continued to innovate and introduced new
pigments for the latex industry, for which
sampling has been completed and results

are awaited.
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RUBBER AND
PLASTIC

RUBBER AND
PLASTIC

Segment revenue

Segment profit

Overview

Although the overall negative macro
conditions eased to a great extent

in FY2023/24 as compared to the
severely impacted period of the
economic crisis in 2022/23, the
lingering effects of the crisis continued
to reverberate in all aspects of
business. While industries recording
negative growth, company adopted
a short-term strategy to penetrate
deep as to increase the share of
business. However, the prices of bulk
chemicals imported for the expected
demand of the key industries, started
to decline throughout the year with the
contraction of the global economy.
Hence, profit margins were affected
across the business segments.
Although Chemanex PLC was well
prepared to operate amidst improved
market conditions in FY2023/24,
extraneous market factors continued
to pose a challenge for achieving
profitability.

Company Performance

As a result of these formidable
obstacles, many Small and Medium
Enterprises (SMEs), which form

the main customer segment for
Chemanex PLC, remained subdued.
In addition, during the year, artificial
demand was created due to the
dollar shortage in the previous year.
As a result, many sectors started
stocking goods in the year under




MANAGEMENT DISCUSSION &
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Large scale technical customer event

The Company’s overall cash position
remained strong and operationally a
positive cash flow was recorded. Stringent
credit controls and strong recovery efforts

COATING AND PACKAGING

Segment revenue

contributed to this.

review which generated demand in even at cost in some cases before
COATING AND PACKAGING certain segments. The Company had their expiry dates. All these factors

already retained adequate stocks led to a decline in the Company’s
Segment profit and purchased the same at high performance by as much as 30%

global prices in 2022/23. However, across all sectors it is engaged in.

not long after, global market prices
started declining due to a fall in global ~ Despite the challenges, the Company

demand coupled with the rupee continued to innovate and introduced
strengthening against the dollar. As new pigments for the latex industry,
a result, in 2023/24, some products for which sampling has been

had to be sold at smaller margins or completed and results are awaited.




NET ASSET PER SHARE

Rs.231.00

PRICE EARNING RATIO

10.15

Times

DIVIDEND PAYOUT

35.26%

The Company has already secured a
commercial order for the new product.
Further, the company has secured
orders for metal cutting tools or inserts
for the industrial sector. Expanding
the customer base was an uphill task
in the high pressure situation as SMEs
suffered due to the import restrictions
and economic crisis.

In 2023/24, Chemanex PLC continued
to retain as the market leader in the
bleaching agent segment for supply
to the estate sector and the crepe
rubber industry. It is also leading

the market segment for additives in
the coating industry and enjoys a
majority market share in the segment.
Despite the demand decline and drop
in profitability overall, the Company
continued to sustain market share.

The Company’s overall cash position
remained strong and operationally

a positive cash flow was recorded.
Stringent credit controls and strong
recovery efforts contributed to this.
Since the Company was holding
stocks from the previous year, imports
were less during the period under

review. The latex, estate and coatings
segments were the main contributors
to the Company’s performance in
2023/24.

Chemanex remains well-positioned to
record growth and higher profitability
as operating conditions are expected
to improve in the coming year.

SEGMENTAL PERFORMANCE
Estate Chemicals

The weather conditions disturbed
smooth operations in the Estates
sector as unseasonal torrential rains
lashed the island for almost six
months in the period under review.
Inclement weather conditions which
are not ideal for rubber tapping.
Rubber tapping was disturbed for
six months due to heavy rain and
blight which reduced the harvest.
As aresult, the rubber crop shrank
by almost 20% which was reflected
in a similar decline in sales for the
Company during 2023/24.

Rubber

The Dry Rubber segment continued
to feel the effects of the economic
crisis and many SMEs in the sector
remained closed due to cash flow
problems.

The Company supplies a chemical

to the water purification industry for
prawn farming, used as a disinfectant,
however, the prawn exports were
impacted and thus demand was
weaker. Overall, the market fell by
30% during the year, as production

of dry rubber products, such as tyre
retreads and mats in the local dry
rubber industry reduced.

Dividend per share

Rs.
2.5

2.0

15

1.0

0.5

0.0

2020 2021 2022 2023 2024

Coatings

Despite a 25% decline in volumes
in the overall industry, the Company
managed to gain higher margins

in this segment due to products
purchased in the previous year

with a long shelf life. As a result the
Company performance surpassed
the overall industry and gained higher
prices. However, the construction
industry, a key market segment for
Chemanex PLC for its coating and
pigment products, is yet to gain
momentum.

Home and Personal Care

The hand sanitizer and detergent
segment fell by 30%-35% year under
review due to key SME customers
prioritizing essential spending due
to the depleted disposable income.
The Company offers chemicals

to detergents, floor cleaners and
shampoos.

Packaging & Food Additives

A relatively new segment for the
Company, supply to the packaging
and food additives saw a decline of
10% -15% during the year. The lack of
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disposable income further impacted
sales of packaged food. Chemicals
for wood treatment also saw a decline
due to low furniture sales in the
market.

Nonetheless, the Company is now well
established in food additives business
and imports products at competitive
prices and expects to penetrate the
market. The additives segment saw
demand drop during the year under
review, however, this segment is
expected to do well as disposable
income grow.

Stakeholder Engagement

The Company’s stakeholders
encompass Customers, Suppliers,
Employees and the Community at
large. Stakeholder engagement is a
process that has helped the Company
to foster trust and confidence

over the years. This relationship
becomes even more critical during
times of crises when the strong
understanding with stakeholders
about the Company’s purpose and
goodwill it has generated enables it
to remain competitive. Value creation
for stakeholders remains the number
one priority for the Company in order
to ensure that the needs of all its
stakeholders are fulfilled.

Customers

Understanding customers as
stakeholders is essential for the
sustainability of any business as
Customers are the driving force
behind a business’s revenue, growth
and profitability. The Company’s
customer-centric approach has led
to increased customer satisfaction,
which results in positive word-of-
mouth marketing and increased
revenue. Committed to reward
customer loyalty, Chemanex held a
large scale technical customer event
in June 2023 to raise awareness
amongst its customer base on
specialty additives.

The relationship with dairy
manufacturers was further
strengthened during the year for
marketing the Company’s food
additives for dairy manufacturing.

Suppliers

As a partner of some of the top
manufacturers in the world, the
Company offers high quality products
to the local market. Focused on
quality, the Company has forged
strong partnerships with key global
suppliers with strong reputations. This
close engagement with its supplier
base helped the Company tide

over the pandemic period and the
economic crisis to ensure customers
received world-class customer care.

Employees

Chemanex PLC values its Employees
as the heart of its business and
ensures close employee engagement
to understand their needs,
expectations and concerns. The
exemplary effort by all team members
was the key contributor to the success

Rainforest Ecolodge (Private) Limited

of the company and the entire team is
highly motivated and optimistic about
the future.

Future Outlook

The Company’s future plans include
product innovation and diversification
to penetrate new segments and to
offer a wider choice to its customer
base. While sales of metal cutting
tools or inserts are progressing well, a
new disinfectant has been introduced,
a disinfectant aqua culture eg. for the
poultry and ornamental fish industry.
Itis currently in the process of being
registered and is expected to be
launched in the next financial year.
The Company is strongly focused

on ensuring global compliance of
chemicals it supplies to the textile
export industry based in Sri Lanka, in
order to explore opportunities in this
sector.

The Company is poised for growth
and armed with a proactive strategy
to grow supplier and customer base,
and introduce new products which will
help enhance its market share.




CORPORATE GOVERNANCE

The Board of Directors of Chemanex
PLC is committed to uphold the
principles of Corporate Governance as
directed by the rules of Colombo Stock
Exchange.

Board of Directors

Board is responsible for setting the
financial and operational policies,
reviewing and approving the strategic
plans and annual budgets, monitoring
of performance, approving financial
statements and major transactions
other than the transactions specified
in section 185 (1) of the Companies
Act. It also monitors risk profile of the
Group and the effectiveness of financial
controls and compliance.

The Board of Directors consists of
four (04) Directors. Two of them are
Independent, determined according
to the guidelines issued to listed
companies.

Section 7.10.4 of Listing Rules requires
the Board to make a determination
annually, as to the independence

or non-independence of each
non-executive director, based on
declarations made by the non-executive
directors and other information available
to the Board.

On perusal of the declarations, the
Board noted that Mr. E M M Boyagoda
and Dr. S A B Ekanayake are
independent.

Directors and the Chief Operating
Officer satisfy the Fit and Proper
Assessment Criteria stipulated in
Section 9.7.3 of the Listing Rules of the
Colombo Stock Exchange.

Appointment of non-executive directors
is based on the collective decision of
the Board.

As per Article 24(6) of the Articles of
Association, one-third of the directors of
the Board must retire by rotation at every
Annual General Meeting. The Chairman,
Managing Director or Joint Managing
Director is not subject to retirement by
rotation, nor shall they be taken into

account in determining the Directors
to retire. The person who has served
for the longest period shall retire but is
eligible for re-appointment.

The Board met Seven (07) times during
2023/24 and the attendance is given
below in Table 01.

Remuneration Committee of CIC Holdings
PLC (Parent Company of Chemanex
PLC) will function as the Remuneration
Committee of Chemanex PLC.

Directors’ Remuneration

Total remuneration paid to executive
and non-executive directors are given in
page 62.

Table 01

T e e
Meetings Committee | Committee

P R Saldin NED 7/7* 4/4 -

E M M Boyagoda NED /1D 7/7 4/4 4/4

S A B Ekanayake NED/ID 7/7 4/4* 4/4*

P A Seresinhe (appointed NED 417 - 2/4

w.e.f 17/01/2024)

NED - Non-Executive Director
*Chairman of Respective Committees
ID - Independent Director

Audit Committee

Audit Committee consists of two (02)
Non-Executive Independent Directors
and one (1) Non-Executive Non-
Independent Director. Chief Operating
Officer and Chief Financial Officer
attend meetings by invitation.

The Committee reviews the financial
information which is provided to
shareholders, the financial controls,
compliance with laws, regulations and
ethics, risk management, performance
guidelines, qualifications and
independence of the external auditors
and the performance of the internal audit
reviews. Both the internal auditors and
external auditors have direct access to
the Audit Committee.

The Audit Committee met four (04) times
during 2023/24 and the attendance is
given above in Table 01.

Audit Committee Report is given in
page 22.

Remuneration Committee

It was resolved by the Board of
Directors of the Company at the Board
Meeting held on 19th May 2015 that

Nominations Committee

It was resolved by the Board of Directors
of the Company at the Board Meeting
held on 19th May 2015 that Nominations
Committee of CIC Holdings PLC (Parent
Company of Chemanex PLC) will
function as the Nominations Committee
of Chemanex PLC.

Related Party Transactions
Review Committee

The Related Party Transactions Review
Committee consists of two (2) Non-
Executive Independent Directors and
one Non-Executive Non-Independent
Director.

The scope of the Committee is to
provide independent review, approval
and oversight of related party
transactions on the terms set forth in
greater detail in the Committee Charter.

The Committee met four (04) times
during the year and the attendance is
given above in Table 01.

Related Party Transaction Review
Committee Report is given in page 23.




CORPORATE GOVERNANCE

Compliance with the Rules of the Colombo Stock Exchange on Corporate Governance and Related Party
Transactions

Contents of Information that should contain in the Compliant Provided in respective Reports
Annual Report  Annual Report of a Listed Entity of the Annual Report
7.10.1 (a) Non-Executive At least two Non-Executive Directors or Compliant 4 Non-Executive Directors
Directors such number of Non-Executive Directors
equivalent to one third of the total number
of Directors, whichever is higher
7.10.2(a) Independent Where the Board includes only two Compliant 2 Independent Directors
Directors Non-Executive Directors, both shall be
Independent. In all other instances two
or one third of Non-Executive Directors,
whichever is higher
7.10.2 (b)  Independent Each Non-Executive Director to submit Compliant Refer page 17 for Corporate
Directors a signed and dated declaration annually Governance Report
of his/her independence or Non-
Independence
7.10.3 (a)  Disclosure The Board shall make a determination Compliant Regular evaluation is made
Relating to annually as to the independence or against the criteria set out in
Directors non- independence of Non- Executive section 7.10.4
Directors.
7.10.3 (b)  Disclosure In the event a Director does not qualify Not applicable  Both independent Directors
relating to as "independent” but if the Board is of the qualify according to the criteria
Directors opinion that the Director is "Independent", set out in current Section 7.10.4
the Board shall specify the criteria not met
and the basis for its determination.
7.10.3 (c)  Disclosure The Board shall publish in its Annual Compliant Refer Page 11 for the profile of
relating to Report a brief resume of each Director Board Members
Directors
7.10.3(d) Disclosure Upon the appointment of new Directors, Compliant Made regular information to
relating to the entity shall forthwith provide the the Colombo Stock Exchange
Directors Colombo Stock Exchange a brief resume upon the appointment of new
of such Director directors.
7.10.5(a)  Remuneration  The Remuneration Committee shall Complaint Remuneration Committee of the

Committee

comprise of a minimum of two
independent non-executive directors or
of non-executive directors a majority of
whom shall be independent, whichever is
higher.

Parent Company, CIC Holdings
PLC, is applicable to Chemanex
PLC, as decided by the Board of
Directors on 19th May 2015.




7.10.5 ( Remuneration Functions of the Remuneration Committee ~ Compliant Remuneration Committee of the
Committee Parent Company, CIC Holdings
PLC, is applicable to Chemanex
PLC, as decided by the Board of
Directors on 19th May 2015.
7.10.5(c)  Remuneration Disclosure in the Annual Report about Compliant Remuneration Committee of the
Committee the name of Directors comprising the Parent Company, CIC Holdings
Remuneration Committee, contain a PLC, is applicable to Chemanex
statement of the remuneration policy and PLC, as decided by the Board of
set out the aggregate remuneration paid Directors on 19th May 2015.
to Executive and Non-Executive Directors ) )
Total remuneration paid to
executive and non-executive
directors are given in page 62
7.10.6 (a) Composition Minimum of two Independent Non- Compliant The Audit Committee comprises
of the Audit Executive Directors or of Non-Executive three Non-Executive Directors,
Committee Directors a majority of whom shall be two of whom are Independent.
Independent, whichever shall be higher The Chairman of the Audit
One Non-Executive Director shall be Committee is a Non-Executive
appointed as Chairman of the Committee. Director.
The Chief Executive Officer and the Chief The Chief Operating Officer
Financial Officer of the Listed Entity shall and the Chief Financial Officer
attend audit committee meetings. attended Audit Committee
The Chairman or one member of the meetings by invitation.
Committee should be a Member of a One member of the Audit
recognised professional accounting Committee is a Fellow member
body. of the Institute of Chartered
Accountants of Sri Lanka.
7.10.6 (b)  Audit Functions of the Audit Committee Compliant Refer page 22 for the Audit
Committee Committee Report
7.10.6 (c)  Audit Disclosure in the Annual Report Compliant Refer page 22 for the Audit
Committee Committee Report
9.1.3 Corporate A statement confirming compliance with Compliant Company is in compliance with
Governance Corporate Governance Rules the Corporate Governance Rules
Rules to the extent where applicable

and is in the process of meeting
deadlines.




CORPORATE GOVERNANCE

Board Minimum required Board Committees Complied with  Audit Committee & Related Party
Committees . . . 9.3.1(c) and Transaction Review Committee
Compliance with the composition, )
responsibilities and disclosures required 9.3.1(d) are in place.
in respect of the Board Committees Complied with  Chairperson of the Board is not
9.3.3 the Chairperson of above two
Committees
9.4.1 & Meeting Records of all resolutions and the Compliant The Company maintains all
(42) procedures following information upon a resolution records and information regarding
and the being considered at any General Meeting resolutions considered at General
conduct of shall be maintained Meetings
all Géneral ) Communication and relations with Important decisions taken
Meetings with shareholders and investors by the Board of Directors are
Shareholders . )
effectively communicated to
the Shareholders and Investors
through CSE and Company
website
9.6 Chairperson The Chairperson of every Listed Entity Compliant Chairperson of the Company is a
and CEO shall be a Non-Executive Director Non-Executive Director
9.7 Fitness of Requirement to meet the fit and proper Compliant Directors have provided general
Directors and criteria stipulated by the CSE and related disclosures and declarations on
CEO disclosures fitness and proprietary as at 31st
March 2024
9.8.3(i) Board Requirement for meeting the criteriato be ~ Compliant Details of the independence
Composition an Independent Director criteria are explained in page 17
of this Report.
9.10 Disclosures Market announcement upon the Compliant Timely market announcement of
relating to appointment of a new director and any new appointments/resignations
Directors changes to the Board composition are made through the CSE
Details in relation to the Board members Refer Board Profiles
9.8.5 Board The Board shall annually determine the Compliant All independent non-
Composition independence or otherwise of ID’s and executive directors have
name the Directors who are determined to submitted declarations as
be “independent” to their independence and
a determination of their
independence is evaluated.
9.13 Audit The Audit Committee Shall have written Compliant Refer Audit Committee Report
Committee Terms of Reference clearly defining its on page 22

scope, authority and duties




Section Subject Description Status Details

9.14 Related Party Composition, functions, general Compliant Refer page 23 for the Related
Transactions requirements and review of related Party Transactions Review
Review party transactions by the Related Party Committee Report
Committee Transaction Review Committee
9.16 Additional Directors have disclosed all material Compliant Directors make a disclosure of
Disclosures interests in contracts and have refrained interests at appointment and at
from voting when materially involved the end of the financial year
Directors have conducted a review of the Board takes steps to ensure
internal controls and obtained reasonable the integrity of internal control
assurance of their effectiveness and systems remain effective via the
adherence review and monitoring of such

. systems on a periodic basis
Directors are aware of laws, rules and y P

regulations and their changes particularly
to Listing Rules and applicable capital
market provisions

Disclosure of material non-compliance
with laws/regulations and fines by
relevant authorities where the Entity
Operates

Chemanex PLC

Annual Report 2023/24




REPORT OF THE AUDIT COMMITTEE

Composition of the Committee

Audit Committee is comprised of

Dr. S A B Ekanayake and Mr. EM M
Boyagoda, Non-Executive Independent
Directors and Mr. P R Saldin, Non-
Executive Director.

Dr. S A B Ekanayake functions as the
Chairman of the Committee.

Activities during the year

Four (04) Audit Committee meetings
were held during the year. The
attendance of the Committee members
is given on Page 17.

The Audit Committee assists the Board
of Directors in the oversight of the
effectiveness of the internal controls
over financial reporting, including the
integrity of the Financial Statements

of the Company and the Group. The
Committee also ensures qualifications
and independence of the External
Auditors and monitor the performance
of the Internal Auditors. Another
primary task of the Committee is to
ensure the Company’s and the Group’s
compliance with legal and regulatory
requirements.

The Committee is also responsible for
internal audit functions of the Company
as well as annual independent audit of
the Company’s financial statements.
The Committee reviews the future
plans and activities of the Internal
audit functions with the Management
and the Internal Auditors and also
ensures that there are no unjustified
restrictions or limitations on the Internal
audit functions. The Committee also
reviews and approves the appointment
of External Auditors. On a regular basis
the Committee summons the Senior
Corporate Officers to report on the
Company’s adherence to the relevant
procedures, rules and regulations.
Consequently, the Committee reports
to the Board regularly regarding

the effectiveness of the Company’s

internal controls over financial
reporting. After reviewing the Internal
Financial Statements, the Committee
recommends the same to the Board
to be published. The Committee also
concentrates on the adequacy of
disclosure in the Financial Statements
as required by the Sri Lanka Accounting
Standards, the Companies Act and
other relevant financial reporting
regulations.

After analysing the internal controls, the
Committee is of the view that adequate
controls and procedures are in place to
provide reasonable assurance that the
Company’s investments and assets are
protected. Monitoring of Compliance
Reports were carried out to ensure

the required compliance with statutory
requirements. The Committee also
noted that the internal controls within
the Company are designed to provide
reasonable but not concrete assurance
to the Directors, in order to monitor the
Group’s financial position.

The Audit Committee has
recommended to the Board of
Directors, that Messrs. Ernst & Young,
be re-appointed as Auditors for the
financial year ending 31st March 2025
subject to the approval of shareholders
at the Annual General Meeting to be
held on 28th June 2024.

| would like to thank the members of
the Audit Committee for their valuable
contribution with their professional
expertise.

JM%%

Dr. S A B Ekanayake
Chairman
Audit Committee

28th May 2024



REPORT OF THE RELATED PARTY
TRANSACTIONS REVIEW COMMITTEE

Composition of the Committee

Related Party Transactions Review
Committee is comprised of below
mentioned members;

Dr. S A B Ekanayake — Independent
Non-Executive Director

Mr. E M M Boyagoda — Independent
Non-Executive Director

Mr. P A Seresinhe — Non-Independent
Non-Executive Director (appointed to
the Committee w.e.f 1st April 2024).

Dr. S A B Ekanayake functions as the
Chairman of the Committee.

Terms of Reference of the
Committee

Related Party Transactions Review
Committee was formed by the Board
during the year ended 31st March
2017 to assist the Board in reviewing all
related party transactions of the Group.

The Committee is responsible for,

e Developing and recommending
the RPT policy consistent with
guidelines of CSE for adoption
by the Board of Directors of the
Company and its subsidiaries.

e Making immediate market
disclosures on applicable RPT as
required by Section 9.14 of the
continuing listing requirement of
CSE.

e Providing information to the Board of
Directors on the RPT of each of the
Group Companies.

e Making appropriate disclosures
on RPT in the Annual Report of
the Company as required by the
continuing listing requirement of
CSE.

The Committee holds quarterly
meetings to review and report to the
Board on matters involving RPT falling
under its terms of reference.

Activities during the year

Four (04) committee meetings were
held during the year to identify, review
and recommend the related parties and
the policy to the Board. The attendance
of the Committee members is given on
Page 17. The Committee has reviewed
the related party transactions during the
financial year and has communicated
comments/observations to the Board

of Directors. In addition, the Board

of Directors was updated on the

related party transactions of the Group
companies on a quarterly basis.

Any member of the Committee who has
an interest in a RPT under discussion
shall refrain from participating in the
review discussion. Upon completion

of its review of the transaction, the
Committee may determine to permit or
prohibit the RPT.

All related party transactions which
require immediate market disclosure
will be pre-approved by the Committee.
Any other RPT entered into without
pre-approval of the Committee shall not
be deemed to violate this policy or be
invalid or unenforceable so long as the
transaction is brought to the Committee
within a reasonable and practical time
period. Thereafter it is entered into or
after it becomes reasonably apparent
that the transaction is covered by this
policy. As such all RPT other than the
exempted transactions will be reviewed
either prior to the transaction being
entered into or if the transaction is
expressed to be conditional on such
review prior to the completion of the
transaction.

JM%%

Dr. S A B Ekanayake
Chairman

Related Party Transactions Review
Committee

28th May 2024




RISKMANAGEMENT

Risk management forms an integral

part of business management. It
focuses on identification, evaluation,
and prioritisation of risks, followed by
coordinated and economical application
of resources to minimise, monitor, and
control the probability or impact of those
risks. The company acknowledges

the necessity for risk recognition and

a proactive risk management strategy
given the competitive and dynamic
business climate that it operates within
Sri Lanka and globally.

The Chemanex Board of Directors

has overall responsibility for the
establishment and oversight of

the Company’s risk management
framework. The Company has deployed
best practices in its endeavours to

manage risks. The Company’s system

of internal controls covers all policies
and procedures and facilitates the timely
identification and effective management
of significant areas of strategic and
operational risk as may arise. Effective
systems and procedures have also

been designed to deal with fraud and
encourage employees to promptly report
any irregularity or fraud.

The Board has established a robust
Risk Management Framework as per
the guidelines set out under the CIC
Group Risk Management Policy. The
main purpose of the CIC Group Risk
Management Policy is to ensure sound
and effective management of all key
risks faced by the Group in line with
the Board approved risk appetite limits.

To that end, the Policy establishes the
main principles and minimum process
requirement to identify, measure,
manage, control and report all current
and emerging risks that could arise from
the activities performed by Chemanex
PLC also.

The Risk Management Framework
revolves around the following four
process ;

e Risk Identification

e Risk Measurement

e Risk Management and Control

e Risk Reporting

BUSINESS
MESIF%NVXI&I,%’; & STRATEGY OBJECTIVE 'lel'a-:";";:,\;ﬂg'; & ENHANCED VALUE
DEVELOPMENT FORMULATION

p A C Y ™)

Governance
& Culture

Risk Context

Amidst the challenging environment
prevailed in the global and national
context, company was facing
numerous challenges. Country risk
rating downgrade, abnormal inflation,
increasing of overnight market interest
rates, declining global prices, are

few of challenges which had severe
impact on the Company. Chemanex
was resilient and ahead of the curve

of managing the above risks which are
beyond the control of the Company.
Chemanex was able to capitalise
synergies of the parent company and
related parties to face these challenges
successfully, Implementation of
successful risk management strategies
enable the Company to ensure
continuous supply of stocks, obtain
forex and continues communication with
suppliers and stay ahead of peers.

Strategy &
Objective-Setting

Performance

Company General Risk Register

An overview of the key risks faced by
the organisation and the management
strategies to manage the potential
risks to minimise the negative impact
on the organisational goals are given
below. Risk owner of the business is
Chief Operating Officer who is directly
responsible to the Board on risk
management process and business
continuity plan.

Review & Information,
Revision Communication,
& Reporting



Headline Risk Related Risk Response of the Company

External Environment Political Impact of political instability Being vigilant on the situation to take appropriate
/ regulatory changes action as needed
02 Macroeconomic Lower disposable incomes / Optimal working capital management by
Conditions reduced purchasing power  streamlining resource utilisation
(GDP, inflation,  of the customer / increasing
economic cost of production and
growth, expenditure
unemployment
etc.)
03 Exchange Rate  Volatility in the exchange Focus on supplier credit management and
rate causes increase of cost strengthening the B2B customer base with special
of production and overall emphasis on export-oriented customers in order to
cost receive settlements directly in USD
04 Interest Rate Rising cost of funds Improve cash flows to reduce the dependence on
borrowings
05 Business Strategies Credit Risk Risk of customer defaults ~ Tightening credit controls and convert credit
and Policies due to adverse economic  customers to cash customers
conditions
06 Distributor Non availability of products Maintaining of goods relationships with suppliers
channel and keeping a buffer stock.
effectiveness
07  Business process Global raw Non availability of products  Foresight supply pattern and maintain optimum
material buffer stock.
shortages and
freight delays
08 Accidents during Products damages Insurance and TRIM card mechanism for the
the distribution transporters
09 Risk of fraud Increasing economic Tightening Internal control and frequent internal

challenges lead to potential audit assignments
risk of fraud

10 Fire and natural Damage to the business Maintaining of continuous inspection of fire system
disaster process and adequate insurance coverage
11 Organisation and Employee Retaining key employees High performers are recognised and rewarded,
People Retention and appropriate training provided to support career

growth




RISK MANAGEMENT

Headline Risk Related Risk Response of the Company
\[0]

12 Systems and External security Damage to data, systems  Enforce IT security policy across the Company
Technology threats & and business continuity
vulnerabilities
Information loss,
connectivity loss systems
corruption, business loss

13 [T Governance  Performance impact Implemented IT governance framework & ensure
risk the right investments are made in technology to
Poor IT governance are drive business value, protect the organisation, and

increased costs due to the  legally operate
inefficiencies of short-term;

tactical IT deployments; risk

of breaching data security

and regulatory compliance

requirements; and

unproductive use of people

and IT assets

14 Business Losses of the business Implemented Proper BCP
continuity
planning Damage to the business

process
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ANNUAL REPORT OF THE BOARD OF DIRECTORS
ONTHE STATE OF AFFAIRS OF CHEMANEX PLC

The Directors have pleasure in
presenting to the members the 51st
Annual Report together with the
Audited Financial Statements for
the year ended 31st March 2024 of
Chemanex PLC.

General

Chemanex PLC, a public limited
liability Company, was incorporated
on 28th August 1974 under the
Companies’ Ordinance No.51 of
1938, quoted in the Colombo Brokers
Association (now Colombo Stock
Exchange) since 16th December
1974 and re-registered under the
Companies Act No. 7 of 2007 on 6th
August 2007,

The registered office of the Company
and the principal place of business of
the Company is at No.199, Kew Road,
Colombo 02 (registered office of the
Company was changed to No.199,
Kew Road, Colombo 02 with effect
from 1st June 2024).

Review of the Year

The Statement of Accounts was
approved by the Board of Directors
on 28th May 2024. The Chairman’s
Review (pages 06 to 09) in the Annual
Report set out the state of affairs and
performance of the Company and the
Group during the year and notes to
the Financial Statements incorporate
events subsequent to the date of the
Statement of Financial Position.

Principal Activities

Chemanex PLC is manufacturing

and marketing value added specialty
compounds and intermediates whilst
acting as an agent and a distributor for
the domestic market.

Parent Company & Ultimate
Parent Company

The Parent Company of the Group

is CIC Holdings PLC. The Ultimate
Parent Company is Paints and General
Industries Limited.

Subsidiaries

The Subsidiaries and their activities
within the Group and their business
activities are described in the Group
Structure on page 99.

Chemcel (Private) Limited

Chemcel (Private) Limited has been
categorized as a discontinued
operation during the financial year
2016/17 and is now under liquidation.

Chemanex Exports (Private)
Limited

With the Group ceasing its export
business due to rationalization

of business activities, Chemanex
Exports (Private) Limited wound up
its operations during the financial
year 2018/19, and it is now under
liguidation.

Profits & Appropriations
For the year ended 31st March 2024

Equity Accounted Investees

The Equity Accounted Investees within
the Group and their business activities
are described in the Group structure
on page 99 of this Report.

Future Developments

Chemanex continues to focus on its
core business of chemical trading. The
company aggressively pursues new
opportunities in the chemical business
and prioritises sourcing of additional
allied products for distribution in Sri
Lanka.

Financial Statements

The Financial Statements of the
Company and the Group which are
duly certified by the Chief Financial
Officer and approved by the Board of
Directors and signed by two directors
of the Company in compliance with
the requirements of Sections 151, 152,
and 168 of the Companies Act No.07
of 2007 are given on pages 40 to 97 of
the Annual Report.

As at 31st March 2024 Company Group
Rs. 000 Rs. 000

Profit for the year after depreciation 141,049 141,172

From which a deduction is made for taxation and (29,340) (29,340)
For discontinued operations - (484)
From which a deduction is made for Non- Controlling Interest - 31

To which must be deducted other comprehensive income (1,367) (1,367)
Total comprehensive income 110,342 110,012

To which must be added the unappropriated profit brought 2,508,368 2,592,098

forward from the previous years and

Making available for appropriation amount of 2,618,710 2,702,110
out of which a dividend of Rs.2.50 per share was paid (39,268) (39,268)
so that the unappropriated profit carried forward will be 2,579,442 2,662,842




Dividends

For the year ended 31st March 2024
the Directors have recommended
the payment of a final dividend of
Rs. 2.50 per share amounting to Rs.
39,268,280/-

As required by Section 56(2) and
56(3) of the Companies Act No. 7 of
2007, the Board of Directors signed

a certificate stating that in their
opinion that the Company, based on
the information available at present,
satisfies the solvency test immediately
after the distribution, in accordance
with Section 57 of the Companies Act
No. 7 of 2007, and has obtained a
certificate from the Auditors prior to
recommending the final dividend of
Rs. 2.50 per share for the year ended
31st March 2024 which it has to be
approved by the shareholders at the
Annual General Meeting to be held on
28th June 2024.

Independent Auditor’s Report

The Company’s Auditors Messrs. Ernst
& Young, Chartered Accountants
performed the audit on the
Consolidated Financial Statements for
the year ended 31st March 2024 and
the Independent Auditor’s Report on
the Financial Statements is given on
page 37 to 39 of the Annual Report as
required by Section 168(1) (C) of the
Companies Act No 07 of 2007.

Significant Accounting Policies
and changes during the year

The Company and the Group

prepared their Financial Statements in
accordance with Sri Lanka Accounting
Standards (SLFRS/LKAS). The
significant Accounting Policies adopted
in the Financial Statement is given on
pages 45 to 58 of the Annual Report as
required by Section 168 (1)(d) of the
Companies Act No. 7 of 2007.

The Board of Directors wish to confirm that
there were no changes to the Accounting
Policies used by the Company and the
Group during the year.

Interests Register

The Interests Register is maintained by
the Company as per the Companies
Act No.7 of 2007. All Directors

have made general declarations as
provided for in Section 192 (2) of the
said Act. The related entries were
made in the Interest Register during
the year under review.

The share ownership of the Directors
is indicated on page 30 of the Annual
Report.

Directors interest in contracts and
remuneration paid to Directors, etc.,
have been included in the Interests
Register which is made available for
inspection under the Companies Act
No. 7 of 2007 under reference. The
details are given on page 62 of this
Annual Report.

Directors

The qualifications and experience of
the Directors are provided on page 11
The following persons were Directors
of the Company at the end of the
financial year.

Mr. P R Saldin — Chairman
Mr. E M M Boyagoda
Dr. S A B Ekanayake

Mr. P A Seresinhe (appointed w.e.f.
17/01/2024)

Appointments & Resignations

Mr. P A Seresinhe was appointed to
the Board of Directors of the Company
effective 17th January 2024. There
were no resignations during the year
under review.

Retirement by rotation and re-
election
(i) Mr. E M M Boyagoda retires in

pursuant to Section 211 of the
Companies Act No.7 of 2007.

Pursuant to Section 211 of the
Companies Act No.7 of 2007,
special notice of the following

Ordinary Resolution has been
received by the Company from a
Member of the Company;

“That Mr. E M M Boyagoda who
reached the age of 70 years on
29th April 2021 be re-elected a
Director of the Company and it

is hereby declared that Section
210 of the Companies Act No.7 of
2007 shall not apply to Mr. EM M
Boyagoda”.

Mr. E M M Boyagoda being eligible
offers himself for re-election with
the unanimous support of the
Board.

(i) Mr. P A Seresinhe retires in
pursuant to Article 24(2) of the
Articles of Association of the
Company and being eligible, offers
himself for re-election with the
unanimous support of the Board.
To resolve that Mr. P A Seresinhe
being eligible be recommended for
re-election.

Directors’ Remuneration

Directors’ remuneration in respect of
the Company and the Group, for the
financial year ended 31st March 2024
are given in Note 11 of the Financial
Statements on page 62 of this Annual
Report.

List of Directors of Subsidiaries
and Associates of the Company

Names of Directors of all Subsidiaries
and Associates of the Company

are given on page 99 of this Annual
Report.

Related Party Transactions

Related party transactions have been
declared at meetings of the Directors
and are detailed in Note 39 to the
Financial Statements.




ANNUAL REPORT OF THE BOARD OF DIRECTORS ON THE

STATE OF AFFAIRS OF CHEMANEX PLC

Directors’ Shareholding

The Directors together with their close
family members’ shareholding in the
Company are as follows;

As at 31st March

Non-Executive Chairman

Mr. P R Saldin

on Corporate Governance, it was

resolved that Remuneration Committee

and the Nominations Committee of
CIC Holdings PLC (Parent Company
of Chemanex PLC) will function as

Mr. E M M Boyagoda Non-Executive Independent - -

Director

Dr. S A B Ekanayake Non-Executive Independent - -

Director

Mr. P A Seresinhe
Director

Non-Executive Non-Independent - -

Directors’ Responsibility for
financial reporting

The Directors are responsible for the
preparation of Financial Statements

of the Company and the Group,

which reflect a true and fair view of
the state of the Company affairs. The
Directors’ Responsibility in relation to
the Financial Statements is detailed on
page 34.

Audit Committee

The following Non-Executive Directors
of the Board are members of the Audit
Committee.

Dr. S A B Ekanayake (Chairman)
Mr. P R Saldin
Mr. E M M Boyagoda

Details of the Audit Committee are given
on page 22.

Human Capital & Compensation
Committee (Remuneration
Committee) and the Nominations
Committee

At the Board meeting of Chemanex
PLC held on 19th May 2015, as
permitted under Section 7.10.5.a of the
Rules of the Colombo Stock Exchange

the remuneration committee and
nominations committee of Chemanex
PLC.

Remuneration Committee of the Parent
Company is comprised of the following
Directors;

Mr. P R Saldin — Chairman
Mr. S H Amarasekera

Mr. R S Captain

Mr. S M Enderby

Mr. M P Jayawardena

The Human Capital & Compensation
Committee is responsible for developing
the Group’s remuneration policy

and determining the remuneration
packages of executive employees of
the Group. The Committee recommends
to the Board and its subsidiaries

the remuneration to be paid to Key
Management Personnel. The Committee
reviews HR policies and the policies
pertaining to remuneration and
perquisites of the Executive of the
Company annually. The Committee

will also review the Human Resource
Strategies of the Group.

The Committee believes that the Group’s
remuneration strategy is paramount to
differentiate us from the competitors and
to retain top performers. Therefore, the
remuneration policy is based on a total
reward approach. The remuneration
strategy has been designed to enable
the Group to develop, motivate and
retain our internal talent pipeline; and
when necessary to attract key talent
externally to sustain the performance of
the Group.

Succession planning within the Group
is an ongoing process for responding
to change, so that Group operations
would go on with little disruption as
possible. The Committee review the
succession planning process in place
to ensure that Group’s best talent is in
line with for future leadership and critical
roles and to mitigate the risk of future
talent shortages and also to retain and
develop critical knowledge capital.

Related Party Transactions
Review Committee

The following Non-Executive Directors of
the Board are members of the Related
Party Transactions Review Committee.

Dr. S A B Ekanayake (Chairman)
Mr. E M M Boyagoda

Mr. P A Seresinhe (appointed to
committee w.e.f 01st April 2024)

Compliance with Section 9.14 of
Listing Rules

The Directors confirm compliance with
Section 9.14 of the Listing Rules in
relation to Related Party Transactions.

Enterprise Governance

Systems and procedures which are in
place as good Enterprise Governance
is an essential component in today’s
corporate culture.



The practices in this regard are given
in Corporate Governance of this Annual
Report on pages 17 to 21.

Vision & Corporate Conduct

The Company’s Vision is given on

the page 083 of this Report. The
business activities of the Company are
conducted with the highest level of
ethical standards in achieving its Vision.
The Company issues a copy of its code
of ethics to each and every employee
who are required to abide by the
Company’s Code of Conduct.

Equitable Treatment to
Shareholders

The Company has made all endeavours
to ensure equitable treatment to all
shareholders.

Systems and Internal Controls

The Directors acknowledge their
responsibility for the Group’s system
of internal control. The system is
designed to give assurance, inter
alia, regarding the safeguarding of
assets, the maintenance of proper
accounting records and the reliability
of the financial information generated.
However, any system can only ensure
reasonable but not absolute assurance
that errors and irregularities are

either prevented or detected within a
reasonable time period.

The Board having reviewed the system
of internal control, is satisfied with the
Group’s adherence to and effectiveness
of these controls for the period up

to the date of signing the Financial
Statements.

Income Tax Expenses

Income Tax expenses have been
computed at the rates given in Note 12
to the Financial Statements. The Group
has also provided deferred tax on all
known temporary differences under the

liability method, as permitted by the Sri
Lanka Accounting standards — LKAS 12
on “Income Taxes”

Revenue

The revenue of the Group was
Rs.788.96 Mn. (2022/23 - Rs.1,063.64
Mn). A detailed analysis of the Group
revenue that identifies the contributions
from different segments of the Group
businesses is given in Note 06 to the
Financial Statements.

Capital Expenditure

Details of Property, Plant and
Equipment and their movements
during the year are listed in Note 16
to the Financial Statements. Capital
Expenditure approved and contracted
for are given in page 69.

Investments

Details of investments and their
movements during the year are listed in
Notes 19,20,21 and 25 to the Financial
Statements.

Reserves

Total reserves of the Group stood at
Rs 3.50 Bn as at 31st March 2024 (Rs.
2.54Bn as at 31st March 2023) details
of which are given in the Statement of
Changes in Equity.

Stated Capital

The Stated Capital is the total of all
amounts received by the Company

in respect of the issue of shares. The
Stated Capital of the Company amounts
to Rs. 126.25Mn comprising 15,707,312
Ordinary Shares.

Share Information

Information relating to earnings,
dividends, net assets per share, market
value of a share and information

on share trading are stated under
Shareholder and Investor Information.

Shareholding

There were 1,215 registered
shareholders holding 15,707,312
ordinary shares of the Company as
at 31st March 2024. A list of top 20
shareholders is given on page102 of
this Report.

Environment Protection

The Company has not engaged in
any activity that is harmful to the
environment.

Annual Report

The Board of Directors approved the
Consolidated Financial Statements

on 28th May 2024. The appropriate
number of copies of this Report will

be submitted to the Colombo Stock
Exchange and the Sri Lanka Accounting
and Auditing Standards Monitoring
Board. As required by Section 170 (1)
of the Companies Act No. 07 of 2007,
duly signed Financial Statement of the
Company and the Group together with
Auditor’'s Report will also be delivered to
Registrar of Companies for registration
within 20 working days after the
Financial Statements of the Company
and Group are signed.

Compliance with Laws &
Regulations

The Company has not engaged in any
activity against the prevailing laws and
regulations. Compliance with provisions
in laws and regulations are confirmed to
the Board at all Board Meetings.

Statutory Payments

The Directors are satisfied that all
statutory payments to the Government
and other statutory institutions including
employee-related payments have

been made on time, to the best of their
knowledge and belief.
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STATE OF AFFAIRS OF CHEMANEX PLC

Human Resource

The Company’s Human Resource
Management Policies and Practices
are designed to improve efficiency,
effectiveness and productivity and also
nurture collaborative teams that enrich
the work and learning environment of
all staff.

There were no material issues
pertaining to employees and industrial
relations of the Company for the period
ended 31st March 2024.

Going Concern

After considering the financial position,
operating conditions, regulatory and
other factors and such matters required
to be addressed in the Corporate
Governance Code, the Directors

have reasonable expectation that

the Company possesses adequate
resources to continue to be in operation
for the foreseeable future. For this
reason, they continue to adopt the
going concern basis in preparing the
Financial Statements.

Events after the Reporting Date

No material events have taken place
after the reporting date which require
an adjustment to or a disclosure other
than those disclosed in Note 38 to the
Financial Statements.

Auditors’ Remuneration and
Interest in Contracts with the
Company

The Company’s auditors during the
period under review were Messrs. Ernst
& Young, Chartered Accountants. A
sum of Rs. 0.87 Mn was paid to them as
consolidated audit fees during the year
under review (Company - Rs. 0.87Mn)
and a sum of Rs. 0.09Mn million was
paid by the Company for other related
services.

Based on the declaration from Messrs.
Ernst & Young, and as far as the
Directors are aware, the auditors do

not have any relationship or interest in
the Company or its subsidiaries other
than those disclosed in the above
paragraph.

Re-Appointment of Auditors

The retiring auditors Messrs. Ernst &
Young have intimated their willingness
to continue in office and a resolution
to re-appoint them as auditors and
authorising the Directors to fix their
remuneration will be proposed at the
upcoming Annual General Meeting.

Notice of Meeting

Notice of Meeting of the Fifty First
Annual General Meeting is enclosed.

As required by Section 168(1)(k) of the
Companies Act No.7 of 2007, the Board
of Directors does acknowledge the
contents of this Annual Report.

By Order of the Board

L

Mr. P R Saldin
Chairman

JM%%

Dr. S A B Ekanayake
Director
28th May 2024

Chemanex PLC

Annual Report 2023/24




BOARD OF DIRECTORS’ STATEMENT
ON INTERNAL CONTROLS

Requirement

The Code of Best Practice on Corporate
Governance 2017 issued jointly by the
Securities and Exchange Commission
and the Institute of Chartered
Accountants, Sri Lanka, recommends
Board to present a statement on internal
controls.

Responsibility

The Board of Directors is responsible
for the adequacy and effectiveness

of the Company’s system of internal
controls. However, such a system is
designed to manage the group’s key
exposure areas within an acceptable
risk profile rather than eliminating the
risk of failure to achieve the group’s
objectives. Accordingly, the system

of internal controls can only provide a
reasonable assurance but not absolute
against the material misstatement of
management and financial information
and records or against financial losses
or fraud. The Board has established
an ongoing process for identifying,
evaluating and managing the significant
exposures faced by the Company and
this process includes enhancing the
system of internal controls as and when
there are changes for the business
environment or regulatory framework.

The Board has assessed the internal
control system taking into account

the principles for the assessment of
internal control systems as given in
that guidance. The Board is of the view
that the system of internal controls in
place is sound and adequate to provide
reasonable assurance regarding the
reliability of financial reporting and that
the preparation of financial statements
for external purposes is in accordance
with relevant accounting principles and
regulatory requirements.

The management assists the Board in
implementation of the Board policies
and procedures.

Key Internal Control Processes

The key processes that have been
established in reviewing the adequacy
and integrity of the system of internal
controls with respect to financial
reporting includes the following:

The Board sub-committees are
established to assist the Board in
ensuring the effectiveness of the
group’s operations and that they are in
accordance with corporate objectives,
strategy, and annual budget, policies
and business environment.

The Company’s internal audit functions
provide comfort on the efficiency and
effectiveness of the internal control
system. It monitors compliance on
policies and procedures and highlights
significant findings in respect of
noncompliance. Audits are carried

out on all subsidiaries and frequency
of which is determined by the level of
risk assessed. The annual audit plan

is reviewed and approved by the Audit
committee.

The Audit Committee reviews internal
control issues identified by the
group’s internal auditors/external
auditors, regulatory authorities and
the management and evaluates the
adequacy of internal controls.

In assessing the internal control
systems, the management of the
Company continued to review and
update all procedures and controls that
are connected with significant accounts
and disclosures of the financial
statements of the Company/ Group.

Confirmation Statement

The Board of Directors of Chemanex
PLC (Group) confirm that the financial
reporting system has been designed
to provide reasonable assurance
regarding the reliability of financial
reporting system and the preparation

of financial statements for external
purposes has been done in accordance
with Sri Lanka Accounting Standards,
Companies Act No. 7 of 2007, Listing
Rules of the Colombo Stock Exchange,
requirements of Security and Exchange
Commission of Sri Lanka and other
regulatory requirements.

By order of the Board

L

P R Saldin
Chairman

JMZZHV%

Dr. S A B Ekanayake
Chairman - Audit Committee

28th May 2024




DIRECTORS’ RESPONSIBILITY FOR
FINANCIAL REPORTING

The responsibility of the Directors in
relation to the financial statements of the
Company and its Subsidiaries, is set out
in the following statement.

As per the provisions of the Companies
Act No.7 of 2007, the Directors are
required to prepare the financial
statements for each financial year and
present them to a General Meeting

of the Company. These Financial
Statements consist of the following;

i). AnIncome Statement, which
presents a true and fair view of the
profit or loss of the Company and its
Subsidiaries for the financial year.

ii). A Statement of Financial Position,
which presents a true and fair
view of the state of affairs of the
Company and its Subsidiaries as at
the end of the financial year, which
comply with the requirements of the
Companies Act.

As per the Companies Act, the
Directors of the Company are required
to ensure, in preparing these Financial
Statements that;

i the appropriate Accounting Policies
have been selected and adopted
in a consistent manner and material
departures thereof, if any, have
been disclosed and explained;

i all applicable Accounting
Standards, as relevant, have been
followed:;

i judgments and estimates have been
made which are reasonable and
prudent;

iv that the Company has adequate
resources to continue in operation
to justify the application of going
concern basis in preparing these
Financial Statements;

v the Company maintains sufficient
accounting records to disclose, with
reasonable accuracy, the financial
position of the Company and of
the Group, and to ensure that the
Financial Statements presented
comply with the requirements of the
Companies Act.

The Directors are also responsible for
taking reasonable steps to safeguard
the assets of the Company and of the
Group and to give proper consideration
in this regard to establish appropriate
internal control systems with a view to
preventing and detecting frauds and
any other irregularities.

The Directors are required to prepare
the Financial Statements and to provide
the Auditors with every opportunity to
take whatever steps and undertake
whatever inspections they may consider
to be appropriate to enable them to give
their Audit Opinion. The Directors are

of the view that they have discharged
their responsibilities as set out in this
statement.

COMPLIANCE REPORT

The Directors confirm that to the best
of their knowledge, all taxes, duties
and levies payable by the Company
and its subsidiaries, all contributions,
levies and taxes payable on behalf of
and in respect of the employees of the
Company and its subsidiaries and all
other known statutory dues as were due
and payable by the Company and its
subsidiaries as at the Balance Sheet
date have been paid or, where relevant
provided for, except as specified in
Note 36 to the Financial Statements
covering contingent liabilities. Further,
as required by Section 56 (2) of the
Companies Act No. 7 of 2007, the
Board of Directors confirms that the
Company, based on the information

available as at present, satisfies

the solvency test immediately after

the distribution and in accordance
with Section 57 of the Companies

Act No. 7 of 2007, have obtained a
certificate from the Auditors, prior to
recommending the final dividend of
Rs. 2.50 per share for this year, which is
to be approved by the shareholders at
the Annual General Meeting to be held
on 28th June 2024.

By Order of the Board,

g

SABPWMRRW T Wegodapola
Company Secretary

28th May 2024



CHIEF OPERATING OFFICER & CHIEF FINANCE
OFFICER’S RESPONSIBILITY STATEMENT

The Financial Statements are prepared
in conformity with the requirements of
the Sri Lanka Accounting Standards
issued by the Institute of Chartered
Accountants of Sri Lanka, Companies
Act No. 7 of 2007, Sri Lanka Accounting
and Auditing Standards Act No. 15 of
1995, the Listing Rules of the Colombo
Stock Exchange.

The Board of Directors and the
Management of the Company
accept responsibility for the integrity
and obijectivity of these Financial
Statements. The estimates and
judgments relating to the Financial
Statements were made on a prudent
and reasonable basis, in order that
the Financial Statements reflect in

a true and fair manner, the form

and substance of transactions, and
reasonably present the Company’s
state of affairs.

To ensure this, the Company has taken
proper and sufficient care in installing
a system of internal controls and
accounting records, for safeguarding
assets and for preventing and detecting
frauds as well as other irregularities,
which is reviewed, evaluated and
updated on an ongoing basis. Internal
Auditors have conducted periodic
audits to provide reasonable assurance
that the established policies and
procedures of the Company were
consistently followed. However, there
are inherent limitations that should be
recognised in weighing the assurances
provided by any system of internal
control and accounting.

The Financial Statements were audited
by the Independent Auditors, Messrs
Ernst & Young, Chartered Accountants.

The Audit Committee of the Company
meets periodically with the Internal
Auditors and the Independent

Auditors to review the manner in which
these Auditors are performing their
responsibilities and to discuss auditing,
internal control and reporting issues.
To ensure complete independence, the
Independent Auditors and the Internal
Auditors have full and free access to
the members of the Audit Committee to
discuss any matter of substance.

U

TMAT J Yatigammana
Chief Operating Officer

D D Wickramanayake
Chief Financial Officer

28th May 2024




FINANCIAL CALENDER

1st Quarter Financial Results

Released on 20/07/2023

2nd Quarter Financial Results

Released on 20/10/2023

3rd Quarter Financial Results

Released on 17/01/2024

4th Quarter Financial Results

Released on 17/05/2024

2022/23 Final Dividend Paid 24/07/2023
2023/24 Final Dividend Payment Date if approved at AGM 18/07/2024
51st Annual General Meeting 28/06/2024

Chemanex PLC

Annual Report 2023/24



INDEPENDENT AUDITOR’S REPORT

Ernst & Young

Rotunda Towers
No. 109, Galle Road
P.0. Box 101

EY

Building a better
working world

REPORT ON THE AUDIT OF THE
FINANCIAL STATEMENTS

Opinion

We have audited the financial
statements of The Chemanex PLC
(“the Company”) and the consolidated
financial statements of the Company
and its subsidiaries (“the Group”), which
comprise the statement of financial
position as at 31 March 2024, and the
statement of profit or loss, statement
of comprehensive income, statement
of changes in equity and statement of
cash flows for the year then ended,
and notes to the financial statements,
including material accounting policy
information.

In our opinion, the accompanying
financial statements of the Company and
the Group give a true and fair view of the
financial position of the Company and the
Group as at 31 March 2024, and of their
financial performance and cash flows for
the year then ended in accordance with
Sri Lanka Accounting Standards.

Key Audit Matter

Chartered Accountants

Colombo 03, Sri Lanka

Tel : 494 11 246 3500
Fax:+94 11 768 7869
Email: eysl@lk.ey.com
ey.com

Basis for opinion

We conducted our audit in accordance
with Sri Lanka Auditing Standards
(SLAUSS). Our responsibilities under
those standards are further described
in the Auditor’s responsibilities for the
audit of the financial statements section
of our report. We are independent of
the Group in accordance with the Code
of Ethics for Professional Accountants
issued by CA Sri Lanka (Code of Ethics)
and we have fulfilled our other ethical
responsibilities in accordance with the
Code of Ethics. We believe that the
audit evidence we have obtained is
sufficient and appropriate to provide a
basis for our opinion.

Key audit matters

Key audit matters are those matters
that, in our professional judgment, were
of most significance in our audit of

the financial statements of the current
period. These matters were addressed
in the context of our audit of the
financial statements as a whole, and in

forming our opinion thereon, and we do
not provide a separate opinion on these
matters. For each matter below, our
description of how our audit addressed
the matter is provided in that context.

We have fulfilled the responsibilities
described in the Auditor’s
responsibilities for the audit of the
financial statements section of our
report, including in relation to these
matters. Accordingly, our audit included
the performance of procedures
designed to respond to our assessment
of the risks of material misstatement

of the financial statements. The results
of our audit procedures, including the
procedures performed to address the
matters below, provide the basis for
our audit opinion on the accompanying
financial statements.

How our audit addressed the key audit matter

Revenue

The Group derived its revenue of Rs. 788.9 Mn from the °
sales of goods as disclosed in Notes 6 and 6.1 to the

financial statement.

Revenue was a key audit matter due to the materiality of

the reported revenue.

Our audit procedures included the following key procedures:

evaluated the design and tested the relevant key controls
relating to the sales of goods. Our procedures included

testing the general IT control environment and the relevant
key IT application controls relating to the most significant IT

systems relevant to revenue.

e performed analytical procedures to understand and assess
the reasonableness of the reported revenues.

e tested revenue transactions by reviewing sales orders,

sales invoices, delivery notes and other relevant supporting
documents. Our procedures included testing revenue cut-
off at the period-end to determine whether transactions are
recorded in the proper period and to the proper accounts
and testing journal entries recognised to revenue.

We also assessed the adequacy of the disclosures in respect
of revenue in Notes 6 and 6.1 to the financial statements.
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Key Audit Matter How our audit addressed the key audit matter

Assessment of fair value of the equity investment
classified as Fair Value through Other Comprehensive
Income (FVOCI)

Our audit procedures focused on the valuation of the
investment performed by the management, and included the
following key procedures:

Non-current financial assets of the Group consist of an °
unquoted equity investment in CIC Feeds (Pvt) Ltd in
accordance with the accounting policy disclosed in note

21 and notes 21.1 to the financial statements.

assessed the appropriateness of the valuation technique
and reasonableness of significant assumptions,
judgements and estimates such as llliquidity discount
used by the management to ascertain the fair value of the
unquoted equity investments. Our evaluation involved the
use of comparable market data considering the impacts of
the economic conditions prevailing in the country

The fair value is determined by management based on the
Price to earnings ratio approach, which is derived based

on market multiples derived from comparable industry

peers.

This was a Key Audit Matter due to:

e evaluated the appropriateness and completeness of the
information and checked the relevant calculations.

e the materiality of the reported unquoted equity

investment balance which amounted to Rs. 298.8

Further, we evaluated the adequacy of the related disclosures

in note 21 and 21.1 to the financial statements.

million and represented 8% of the Group’s total assets

as of the reporting date; and

e the degree of assumptions, judgements and estimates
associated in assessing the fair value of the unquoted

equity investment.

Key areas of significant management judgements,
estimates and assumptions used in the valuation of
unquoted equity investment include llliquidity discount as
further disclosed in note 21.1 to the financial statements.

Other Information included in the
2024 Annual Report

Other information consists of the
information included in the Annual
Report, other than the financial
statements and our auditor’s report
thereon. Management is responsible
for the other information.

Our opinion on the financial statements
does not cover the other information
and we do not express any form of
assurance conclusion thereon.

In connection with our audit of the
financial statements, our responsibility
is to read the other information and, in
doing so, consider whether the other
information is materially inconsistent
with the financial statements or our
knowledge obtained in the audit or
otherwise appears to be materially
misstated. If, based on the work we

have performed, we conclude that
there is a material misstatement of this
other information, we are required to
report that fact. We have nothing to
report in this regard.

Responsibilities of the management
and those charged with governance

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

In preparing the financial statements,
management is responsible for
assessing the Group’s ability to
continue as a going concern,

disclosing, as applicable, matters
related to going concern and using
the going concern basis of accounting
unless management either intends

to liquidate the Group or to cease
operations, or has no realistic
alternative but to do so.

Those charged with governance

are responsible for overseeing the
Company’s and the Group’s financial
reporting process.

Auditor’s responsibilities for the
audit of the financial statements

Our objectives are to obtain reasonable
assurance about whether the financial
statements as a whole are free from
material misstatement, whether due to
fraud or error, and to issue an auditor’s
report that includes our opinion.
Reasonable assurance is a high level
of assurance, but is not a guarantee



that an audit conducted in accordance
with SLAuSs will always detect a
material misstatement when it exists.
Misstatements can arise from fraud

or error and are considered material

if, individually or in the aggregate,

they could reasonably be expected

to influence the economic decisions

of users taken on the basis of these
financial statements.

As part of an audit in accordance with
SLAUSSs, we exercise professional
judgment and maintain professional
skepticism throughout the audit. We
also:

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

e (Obtain an understanding of internal
control relevant to the audit in order
to design audit procedures that are
appropriate in the circumstances,
but not for the purpose of
expressing an opinion on the
effectiveness of the internal controls
of the Company and the Group.

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

e Conclude on the appropriateness
of management’s use of the going
concern basis of accounting and,

based on the audit evidence
obtained, whether a material
uncertainty exists related to
events or conditions that may
cast significant doubt on the
Group’s ability to continue as a
going concern. If we conclude
that a material uncertainty exists,
we are required to draw attention
in our auditor’s report to the
related disclosures in the financial
statements or, if such disclosures
are inadequate, to modify our
opinion. Our conclusions are based
on the audit evidence obtained
up to the date of our auditor’s
report. However, future events or
conditions may cause the Group
to cease to continue as a going
concern.

e Evaluate the overall presentation,
structure and content of the
financial statements, including
the disclosures, and whether the
financial statements represent the
underlying transactions and events
in @ manner that achieves fair
presentation.

e Obtain sufficient appropriate
audit evidence regarding the
financial information of the entities
or business activities within the
Group to express an opinion
on the consolidated financial
statements. We are responsible
for the direction, supervision and
performance of the group audit. We
remain solely responsible for our
audit opinion.

We communicate with those charged
with governance regarding, among
other matters, the planned scope

and timing of the audit and significant
audit findings, including any significant
deficiencies in internal control that we
identify during our audit.

We also provide those charged with
governance with a statement that we

have complied with relevant ethical
requirements regarding independence
and to communicate with them all
relationships and other matters that
may reasonably be thought to bear
on our independence, and where
applicable, actions taken to eliminate
threats or safeguard applied.

From the matters communicated with
those charged with governance, we
determine those matters that were of
most significance in the audit of the
financial statements of the current
period and are therefore the key audit
matters. We describe these matters

in our auditor’s report unless law or
regulation precludes public disclosure
about the matter or when, in extremely
rare circumstances, we determine that
a matter should not be communicated
in our report because the adverse
consequences of doing so would
reasonably be expected to outweigh
the public interest benefits of such
communication.

Report on other legal and regulatory
requirements

As required by section 163 (2) of the
Companies Act No. 07 of 2007, we
have obtained all the information and
explanations that were required for
the audit and, as far as appears from
our examination, proper accounting
records have been kept by the
Company.

CA Sri Lanka membership number of
the engagement partner responsible

for signing this independent auditor’s
report is 4169.

o3

28 May 2024
Colombo

Partners: D K Hulangamuwa FCA FCMA LLB (London), A P A Gunasekera FCA FCMA, Ms. Y A De Silva FCA, Ms. G G S Manatunga FCA, W K B S P Fernando FCA FCMA, B E Wijesuriya FCA FCMA,
R N de Saram ACA FCMA, Ms N A De Silva FCA, N M Sulaiman ACA ACMA, Ms. L K H L Fonseka FCA, Ms. P V K N Sajeewani FCA, A A J R Perera FCA ACMA, N Y R L Fernando ACA,

D N Gamage ACA ACMA, C A Yalagala ACA ACMA

Principals: T P M Ruberu FCMA FCCA MBA (USJ-SL), G B Goudian ACMA, Ms P S Paranavitane ACA ACMA LLB (Colombo), D L B Karunathilaka ACMA, W S J De Silva Bsc (Hons) - MIS Msc - IT,

V Shakthivel B.Com (Sp)
A member firm of Ernst & Young Global Limited




STATEMENT OF PROFIT ORLOSS AND OTHER
COMPREHENSIVE INCOME

Company Group
As at 31st March 2024 2023 2024 2023
Notes Rs.’000 Rs.’000 Rs.’000 Rs.’000

Continuing operations

Revenue 6 788,965 1,063,645 788,965 1,063,645
Cost of sales (600,404) (665,828)  (600,404) (665,828)
Gross profit 188,561 397,817 188,561 397,817
Other income 7 55,808 64,006 55,808 64,006
Distribution expenses (39,040) (106,289) (39,040) (106,289)
Impairment reversal on trade receivables 4,420 685 4,420 685
Administrative expenses (56,703) (49,225) (56,703) (49,225)
Other expenses 8 (123) (42,778) - -
Results from operating activities 152,923 264,216 153,046 306,994
Finance income 9.1 5,535 7,632 515385 7,632
Finance costs 9.2 (17,409) (18,604) (17,409) (18,604)
Net finance expense 9 (11,874) (10,972) (11,874) (10,972)
Share of loss of equity accounted investees (net of tax) 10 - - - (40,460)
Profit before tax 11 141,049 253,244 141,172 255,562
Income tax expense 12 (29,340) (85,698) (29,340) (85,698)
Profit from continuing operations 111,709 167,546 111,832 169,864
Discontinued operations

Profit / (loss) discontinued operations (net of tax) 131 - - (484) 7,686
Profit for the year 111,709 167,546 111,348 177,550

Other comprehensive income

Items that will never be reclassified to profit or loss

Actuarial losses on retirement benefit obligations 31.1 (1,953) (79) (1,953) (79)
Income tax on other comprehensive income (19,551) 1,200 (19,551) 1,200

Net gain/(loss) from fair value change in financial assets 904,805 (4,753) 906,711 (4,108)
Other comprehensive income for the year 883,301 (3,632) 885,207 (2,985)
Total comprehensive income for the year 995,010 163,914 996,555 174,565

Profit attributable to:

Equity holders of the Company 111,709 167,546 111,379 177,583

Non - controlling interests - - (31) (33)
Profit for the year 111,709 167,546 111,348 177,550

Total comprehensive income attributable to:

Equity holders of the Company 995,010 163,914 996,586 174,598

Non - controlling interests - - (31) (33)
Total comprehensive income for the year 995,010 163,914 996,555 174,565

Earnings per share

Basic / Diluted earnings per share (Rs.) 14 7.1 10.67 7.09 11.31

Earnings per share-continuing operations

Basic / Diluted earnings per share (Rs.) 7.1 10.67 712 10.81

Notes from pages 45 to 97 from an integral part of the Financial Statements.
Figures in brackets indicate deductions.




STATEMENT OF FINANCIAL POSITION

Company Group
As at 31st March 2024 2023 2024 2023
Notes Rs.’000 Rs.’000 Rs.’000 Rs.’000
ASSETS
Non-current assets
Property, plant & equipment 16 19,999 28,399 19,999 28,399
Intangible assets 17 660 799 660 799
Deferred tax assets 18 - 14,217 - 14,217
Investment in subsidiaries 19 - - - -
Equity accounted investees 20 - - - -
Equity investment at fair value through OCI 21 298,844 231,719 298,844 231,719
319,503 275,134 319,503 275,134
Current assets
Inventories 22 140,046 194,018 140,046 194,018
Trade receivables 23 141,882 91,677 141,882 91,677
Other receivables 24 56,216 31,478 56,216 31,478
Equity investment at fair value through OCI 25 3,170,694 2,005,369 3,170,694 2,005,369
Deposits with banks 7,466 7,589 7,466 7,589
Cash in hand and at bank 26 100 138,425 100 138,425
3,516,404 2,468,556 3,516,404 2,468,556
Assets relating to Discontinued operations 13.2 47,000 47,000 59,980 58,320
3,563,404 2,515,556 3,576,384 2,526,876
Total assets 3,882,907 2,790,690 3,895,887 2,802,010
EQUITY AND LIABILITIES
Equity attributable to equity holders of the company
Stated capital 27 126,250 126,250 126,250 126,250
Capital reserves 28 - - 3,000 3,000
Revenue reserves 29 3,416,992 2,461,250 3,499,171 2,541,853
3,543,242 2,587,500 3,628,421 2,671,103
Non-controlling interests - - (2,832) (2,801)
Total Equity 3,543,242 2,587,500 3,625,589 2,668,302
Non-current liabilities
Loans and borrowings 30 - 3,880 - 3,880
Retirement benefit obligations 31 5,815 3,259 5,815 3,259
Deferred tax liabilities 18 8,114 - 8,114 -
13,929 7,139 13,929 7,139
Current liabilities
Trade payables 32 27,336 7,342 27,336 7,342
Income tax payable 33 7,803 53,524 7,803 53,524
Accruals and other payables 34 117,726 125,303 47,418 54,871
Loans and borrowings 30.3 172,871 9,882 172,871 9,882
325,736 196,051 255,428 125,619
Liabilities classified as held for distribution 13.2 - - 941 950
325,736 196,051 256,369 126,569
Total liabilities 339,665 203,190 270,298 133,708
Total equity and liabilities 3,882,907 2,790,690 3,895,887 2,802,010
Net assets per share (Rs) 225.58 164.73 231.00 170.05

Notes from pages 45 to 97 from an integral part of the Financial Statements.

It is certified that the Financial Statements have been prepared in accordance with the requirements of the Companies Act No 07 of 2007.

il

D D Wickramanayake
Chief Financial Officer

The Board of Directors is responsible for these Financial Statements.
Signed for and on behalf of the Board by;

L Sz

P R Saldin Dr. S AB Ekanayake
Chairman Director

28th May 2024

~—%

SABPWMRRWT Wegodapola
Company Secretary




STATEMENTS OF CHANGES IN EQUITY

As at 31st March Stated Fair Value Retained Total
Capital Reserve Earnings
Rs.’000 Rs.’000 Rs.’000 Rs.’000
Company
As at 31st March 2022 126,250 (49,140) 2,377,890 2,455,000
Profit for the year - - 167,546 167,546
Other comprehensive loss - (8,577) (55) (3,632)
De-recognition of financial assets due to disposal - 5,599 (5,599) -
Total comprehensive income - 2,022 161,892 163,914
Dividends (Note 15) - - (81,414) (81,414)
Total contributions by and distributions to the owners of the company - 2,022 130,478 132,500
As at 31st March 2023 126,250 (47,118) 2,508,368 2,587,500
As at 01st April 2023 126,250 (47,118) 2,508,368 2,587,500
Profit for the year - - 111,709 111,709
Other comprehensive income - 884,668 (1,367) 883,301
Total comprehensive income - 884,668 110,342 995,010
Dividends (Note 15) - - (39,268) (39,268)
Total comprehensive income to the owners of the company - 884,668 71,074 955,742
As at 31st March 2024 126,250 837,550 2,579,442 3,543,242
As at 31st March Stated  Reserve on Fair Value Retained Total Non- Total
Capital ~ Script issue Reserve Earnings Controlling
Interest

Rs. '000 Rs. '000 Rs. '000 Rs. '000 Rs. '000 Rs. '000 Rs. '000
Group
As at 01st April 2022 126,250 3,000 (52,914) 2,451,583 2,527,919 (2,768) 2,625,151
Profit/(loss) for the year - - - 177,583 177,583 (33) 177,550
Other comprehensive income - - (2,930) (55) (2,985) - (2,985)
De-recognition of financial assets - - 5,699 (5,599) - - -
due to disposal
Total comprehensive income - - 2,669 171,929 174,598 (33) 174,565
Dividends (Note 15) - - - (31,414) (31,414) - (31,414)
Total contributions by and distributions - - 2,669 140,515 143,184 (33) 143,151
to the owners of the company
As at 31st March 2023 126,250 3,000 (50,245) 2,592,098 2,671,103 (2,801) 2,668,302
As at 01st April 2023 126,250 3,000 (50,245) 2,592,098 2,671,103 (2,801) 2,668,302
Profit/(loss) for the year 111,379 111,379 (31) 111,348
Other comprehensive income - - 886,574 (1,367) 885,207 - 885,207
Total comprehensive income - - 886,574 110,012 996,586 (31) 996,555
Dividends (Note 15) - - - (39,268) (39,268) - (39,268)
Total contributions by and distributions - - 886,574 70,744 957,318 (31) 957,287
to the owners of the company
As at 31st March 2024 126,250 3,000 836,329 2,662,842 3,628,421 (2,832) 3,625,589

Notes from pages 45 to 97 form an integral part of the Financial Statements.

Figures in brackets indicate deductions.




STATEMENT OF CASH FLOW

Company Group
For the year ended 31st March 2024 2023 2024 2023
Notes Rs.’000 Rs.’000 Rs.’000 Rs.’000
Cash flow from operating activities

Cash generated from operations (Note A) 127,634 384,352 124,060 388,738
Interest paid (14,541) (17,363) (18,248) (17,363)
Retirement benefit costs paid (635) - (635) -
Income tax paid 33 (72,282) (31,733) (72,282) (31,733)
Net cash flow generated from operating activities 40,176 335,256 32,895 339,642

Cash flow from investing activities

Proceeds from disposal of investments - 3,152 - 3,152
Dividend received from other companies 7 27,169 36,979 27,169 36,979
Acquisition of investments 25 (327,645) (73,488)  (327,785) (73,567)
Addition to property, plant & equipment 16 (1,245) (15,056) (1,245) (15,056)
Interest income received 5585 7,632 8,950 15,390
Investment in bank deposits 123 (7,589) 123 (7,589)
Net cash outflow from investing activities (296,063) (48,370)  (292,788) (40,691)
Net cash inflow/(outflow) before financing activities (255,887) 286,886 (259,893) 298,951

Cash flow from financing activities

Settlement of lease liability 30.2 (9,882) (8,979) (9,882) (8,979)
Dividends paid to equity holders of the parent (39,268) (31,414) (39,268) (31,414)
Net cash outflow from financing activities (49,150) (40,393) (49,150) (40,393)

Net increase /(decrease) in cash & cash

Equivalents during the period (305,037) 246,493 (309,043) 258,558
Cash & cash equivalents at the beginning of the period 138,425 (109,053) 191,636 (63,775)
Unrealised exchange loss/(gain) on cash & cash equivalent 589 985 4,296 (3,147)
Cash & cash equivalents at the end of the period (Note B) (166,023) 138,425 (113,111) 191,636

Notes from pages 45 to 97 form an integral part of the Financial Statements.

Figures in brackets indicate deductions.

Chemanex PLC

Annual Report 2023/24




STATEMENT OF CASH FLOW

Company Group
For the year ended 31st March 2024 2023 2024 2023
Notes Rs.’000 Rs.’000 Rs.’000 Rs.’000
Note A - Cash generated from operations
Profit before tax from continued operations 141,049 253,244 141,172 255,562
Profit (loss) before tax from discontinued operations - - (374) 7,817

Adjustments for:

Depreciation on property, plant & equipment 16 2,033 679 2,033 679
Impairment of investment in Rainforest Ecolodge (Private) Limited 8 - 42,690 - -
Amortisation of right of use asset 16 7,612 5,894 7,612 5,894
Amortisation of intangible assets 17 139 139 139 139
Provision for retirement benefit 31 1,238 837 1,238 837
Provision for intercompany receivable 8 123 88 - -
Reversal of provision for impairment of trade receivable 23.2 (4,420) (685) (4,420) (685)
Provision/ (reversal of provision) for write down of inventories 221 (24,633) 47,189 (24,633) 47,189
Dividend income 7 (27,169) (36,979) (27,169) (36,979)
Interest income (5,535) (7,632) (8,950) (11,258)
Interest expense 16,820 17,619 16,820 17,619
Share of loss of equity accounted investees - - - 40,460
Operating profit before working capital changes 107,257 323,083 103,468 327,274
(Increase)/decrease in trade and other receivables (70,646) 142,070 (70,546) 142,158
Decrease /(increase) in inventories 78,605 (85,180) 78,605 (85,180)
Increase in trade and other payables 12,418 4,379 12,533 4,486
Cash generated from operations 127,634 384,352 124,060 388,738

Note B - Analysis of cash & cash equivalents at the end of

the year
Cash in hand and at bank 100 138,425 53,012 191,636
Interest bearing short-term borrowings (166,123) - (166,123) -

(166,023) 138,425 (113,111) 191,636

Notes from pages 45 to 97 form an integral part of the Financial Statements.

Figures in brackets indicate deductions.

Chemanex PLC

Annual Report 2023/24




NOTES TO THE FINANCIAL STATEMENTS

1. REPORTING ENTITY
1.1 Domicile and Legal Form

Chemanex PLC is a limited liability
Company incorporated and domiciled
in Sri Lanka. The ordinary shares of the
Company are listed on the Colombo
Stock Exchange of Sri Lanka. The
Company’s registered office and
principal place of business is located
at No.199, Kew Road, Colombo 02.

1.2 Principal Activities and
Nature of Operations

The principal activities of the
Company, subsidiaries and equity
accounted investees are provided
in the Annual Report of the Board of
Directors on the State of Affairs of
Chemanex PLC (Page 28).

1.3 Parent and Ultimate Parent
Enterprise

The Parent Company of Chemanex

PLC is CIC Holdings PLC, a company
incorporated and domiciled in Sri Lanka.
In the opinion of the Directors’ the
Company’s ultimate parent undertaking
and controlling party is Paints and
General Industries Limited, also
incorporated and domiciled in Sri Lanka.

1.4 Authorisation for Issue

The Board of Directors is responsible
for these Financial Statements. The
Financial Statements were authorised
for issue in accordance with a resolution
of the Board of Directors on 28th May
2024.

1.5 Comparative Information

Comparative information including
quantitative, narrative and descriptive
information as relevant is disclosed

in respect of previous period in the
Financial Statements. The presentation
and classification of the Financial
Statements in the previous year are
amended, where relevant for better
presentation and to be comparable
with those of the current year.

In addition, the Group presents an
additional Statement of Financial
Position at the beginning of the
preceding period when there is

a retrospective application of an
accounting policy, a retrospective
restatement, or a reclassification of
items in Financial Statements.

1.6 Materiality, aggregation,
offsetting and rounding

Materiality and aggregation

Each material class of similar items is
presented separately in the Financial
Statements. Items of dissimilar nature
or function are presented separately
unless they are treated immaterial as
permitted by the Sri Lanka Accounting
Standard - LKAS 1 on ‘Presentation of
Financial Statements’.

Understandability of the Financial
Statements is not compromised

by obscuring material information

with immaterial information or by
aggregating material items that

have different natures or functions.
Notes to the Financial Statements are
presented in a systematic manner that
ensures the understandability and
comparability of Financial Statements.

Offsetting

Assets and liabilities or income and
expenses are not set off unless
required or permitted by a Sri Lanka
Accounting Standard.

Rounding

Financial information presented in Sri
Lankan Rupees has been rounded to
the nearest thousand, unless indicated
otherwise.

2. SIGNIFICANT ACCOUNTING
JUDGEMENTS, ESTIMATES
AND ASSUMPTIONS

The preparation of Consolidated
Financial Statements in conformity
with Sri Lanka Accounting Standards
(SLFRS/LKAS) requires management
to make judgments, estimates and
assumptions that affect the application
of accounting policies and the
reporting amounts of assets, liabilities,
income and expenses. Actual results
may differ from these estimates.

Estimates and underlying assumptions
are reviewed on an ongoing basis.
Revisions to accounting estimates are
recognised in the period in which the
estimates are revised in any future
periods effected.

2.1 Judgments

Information about judgements made

in applying accounting policies that
have the most significant effects on the
amounts recognised in the Consolidated
Financial Statements.

2.1.1  Fair Value Measurement of
Financial Instruments

When the fair values of financial assets
and financial liabilities recorded in

the Statement of Financial Position
cannot be measured based on quoted
prices in active markets, their fair

value is measured using the valuation
technigues including market multiples
derive from comparable industry peers.

Significant judgements are applied

in the valuation methodology,
particularly relating to the identification
of comparable industry peers and

the application of liquidity discounts.
Changes in assumptions relating to
these factors could affect the reported
fair value of financial instruments. See
Note 21 for further discourse.

2.2 Estimation and
Assumptions

The key assumptions concerning

the future and other key sources of
estimation uncertainty at the reporting
date, that have a significant risk of
causing a material adjustment to the
carrying amounts of assets and liabilities
within the next financial year ended 31st
March 2024 is included in the following
notes.

The Group based its assumptions and
estimates on parameters available
when the Consolidated Financial
Statements were prepared. Existing
circumstances and assumptions about
future developments, however, may
change due to market changes or
circumstances arising that are beyond
the control of the Group. Such changes




NOTES TO THE FINANCIAL STATEMENTS

are reflected in the assumptions when
they occur.

e Note 18 - recognition of deferred tax
assets: availability of future taxable
profit against which deductible
temporary differences can be
utilized,;

e Note 20 - determination of fair value
of the equity accounted investees in
carrying our impairment test

e Note 23 - measurement of ECL
allowance for trade receivables and
contract assets: key assumptions in
determining the weighted-average
loss rate;

3. SIGNIFICANT
ACCOUNTING POLICIES

The accounting policies set out below
have been applied consistently by the
Group entities to all periods presented in
these Consolidated Financial Statements
unless otherwise stated.

3.1 Basis of Preparation

These Financial Statements, comprising
both the Company’s separate Financial
Statements and the Consolidated
Financial Statements of the Company
and its Subsidiaries (“Group”) and the
Group’s interest in equity accounted
investees; comprise the Statements of
Financial Position, Statements of Profit or
Loss and Other Comprehensive Income,
Statements of Changes in Equity and
Statements of Cash Flows together with
the Accounting Policies and Notes to the
Financial Statements.

The Financial Statements of all the
companies in the Group as mentioned
in Notes 19 and 20 to the Financial
Statements are prepared for a
common financial year, which ends on
31st March.

3.1.1

These Consolidated Financial
Statements have been prepared

in accordance with the Sri Lanka
Accounting and Auditing Standards
Act No.15 of 1995 which requires
compliance with Sri Lanka Accounting
Standards (SLFRS/LKAS) promulgated

Statement of Compliance

by the Institute of Chartered
Accountants of Sri Lanka and the
requirements of the Companies Act No.
7 of 2007.

3.1.2

The Financial Statements have

been prepared on the historical cost
basis, except that equity investments
are measured at fair value and the
retirement benefits obligations are
measured at the present value of the
defined benefit plans as explained in
the respective notes to the Financial
Statements.

Basis of Measurement

3.1.3 Functional and Presentation

Currency

The Financial Statements are presented
in Sri Lanka Rupees, which is the
Group’s functional currency. The Sri
Lankan Rupee remains the common
functional and presentation currency
for all entities in the Group. All financial
information presented in Sri Lankan
Rupees has been rounded to the
nearest thousand (Rs. ‘000), unless
stated otherwise.

3.2 Basis of Consolidation

The Directors have made an assessment
of the Company’s ability to continue as a
going concern in the foreseeable future,

and they do not intend either to liquidate
or to cease trading.

In determining the basis of preparing the
financial statements for the year ended
31 March 2024, based on available
information, the management has
assessed the prevailing macroeconomic
conditions and its effect on the
Company and the appropriateness of
the use of the going concern basis.

The management has formed
judgement that the Company, has
adequate resources to continue in
operational existence for the foreseeable
future driven by the continuous
operationalisation of risk mitigation
initiatives and monitoring of business
continuity and response plans at each
business unit level along with the
financial strength of the Company.

In determining the above significant
management judgements, estimates
and assumptions, the impact of the
macroeconomic conditions have been
considered as of the reporting date
and specific considerations have been
disclosed under the notes, as relevant.

Chemanex PLC holds 69.5% of equity
in Chemcel (Private) Limited. This
company has been categorised as

a discontinued operation during the
financial year 2016/17 and is now under
liquidation.

The Board has decided to cease

its” export business entirely since it
has been deemed to be non-viable.
Consequently, the company will exit
from its’ investments in Chemanex
Exports (Private) Limited by way of
winding up. Company also ceased its’
paints business in a managed manner.

The assets relating to Chemcel

(Private) Limited, and Chemanex
Exports (Private) Limited have therefore
been designated as assets held for
distribution in the preparation of the
Consolidated Financial Statements.
Liabilities pertaining to these businesses
have been presented separately within
current liabilities as liabilities relating to
discontinued operations. The operational
results of Chemcel (Private) Limited and
Chemanex Exports (Private) Limited
have been presented as ‘Discontinued
Operations’ in the Statement of Profit or
Loss and Other Comprehensive Income.

3.2.1

Subsidiaries are entities controlled

by the Group. The Group controls

an investee when it is exposed, or

has rights, to variable returns from its
involvement with the investee and has
the ability to affect those returns through
its power over the investee. The financial
statements of subsidiaries are included
in the Consolidated Financial Statements
from the date that control commences
until the date that control ceases.

Subsidiaries

The Group considers all relevant facts
and circumstances in assessing whether
it has power over an investee which



includes; The contractual arrangement
with the other vote holders of the
investee, Rights arising from other
contractual arrangements and The
Group’s voting rights and potential
voting rights over the investee.

The Group re-assesses whether or

not it controls an investee if facts and
circumstances indicate that there are
changes to one or more of the three
elements of control. Consolidation of

a subsidiary begins when the Group
obtains control over the subsidiary and
ceases when the Group loses control of
the subsidiary. Assets, liabilities, income
and expenses of a subsidiary acquired
or disposed of during the year are
included in the Consolidated Financial
Statements from the date the Group
gains control until the date the Group
ceases to control the subsidiary.

Summarised financial information in
respect of subsidiaries that have non-
controlling interests that are material to
the reporting entity (i.e., the Group) are
disclosed separately when applicable.

3.2.2

For each business combination, the
Group elects to measure any non-
controlling interests in the acquiree
either:

Non-Controlling Interests

e at fair value; or

e at their proportionate share of the
acquiree’s identifiable net assets,
which are generally at fair value.

The acquisition of an additional
ownership interest or a disposal of
ownership interest in a subsidiary
without a change of control is accounted
for as an equity transaction. Any excess
or deficit of consideration paid over the
carrying amount of the non-controlling
interests is recognised in equity of

the parent. No adjustment is made to
goodwill as a result of such transactions.

3.2.3 Loss of Control

On the loss of control, the Group
derecognises the assets and liabilities
of the subsidiary, any non-controlling

interests and the other components of
equity related to the subsidiary. Any
surplus or deficit arising on the loss of
control is recognised in profit or loss.
If the Group retains any interest in the
previous subsidiary, then such interest
is measured at fair value as at the date
that control is lost. Subsequently it is
accounted for as an equity accounted
investee or as a FVOCI depending on
the level of influence retained.

3.2.4

An associate is an entity in which the
Group has significant influence, but no
control over the financial and operating
policies. Significant influence is the
power to participate in the financial
and operating policy decisions of the
investee, but does not have the control
over those policies.

Equity Accounted Investees

The Group determines significant
influence by taking into account similar
considerations necessary to determine
control over subsidiaries.

The Group’s investment in associate is
accounted for using the equity method
and are recognised initially at cost
which includes the transaction cost.
The carrying amount of the investment
is adjusted to recognise changes in
the Group’s share of net assets of the
associate since the acquisition date.
Goodwill relating to the associate is
included in the carrying amount of

the investment and is not tested for
impairment individually.

The Statement of Profit or Loss reflects
the Group’s share of the results of
operations of the associate. Any
change in OCI of those investees is
presented as part of the Group’s OCI.
In addition, when there has been a
change recognised directly in the
equity of the associate, the Group
recognises its share of any changes,
when applicable, in the Statement of
Changes in Equity. Unrealised gains
and losses resulting from transactions
between the Group and the associate
is eliminated to the extent of the
interest in the associate.

The aggregate of the Group’s share
of profit or loss of an associate is
shown on the face of the Statement of
Profit or Loss outside operating profit
and represents profit or loss after tax
and non-controlling interests in the
subsidiaries of the associate.

The financial statements of the associate
are prepared for the same reporting
period as the Group. When necessary,
adjustments are made to bring the
accounting policies in line with those of
the Group.

At each reporting date, the Group
determines whether there is objective
evidence that the investment in
associate is impaired. If there is such
evidence, the Group calculates the
amount of impairment as the difference
between the recoverable amount of the
associate its carrying value, and then
recognises the loss as ‘Share of profit of
an associate’ in the Income Statement.

When the Group’s share of losses
exceeds its interest in the associate,
the carrying amount of that interest,
including any long term investments,

is reduced to nil and the recognition of
further losses is discontinued except
to the extent that the Group has an
obligation or has made payments on
behalf of the associate. If the associate
subsequently reports profits, the Group
resumes recognising its share of

those profits only after its share of the
profits equals the share of losses not
recognised.

The Group discontinues the use of

the equity method from the date that

it ceases to have significant influence
over an associate and accounts for

the investment in accordance with the
Group’s accounting policy for financial
instruments. Any difference between the
carrying amount of the associate upon
loss of significant influence and the fair
value of the retained investment and
proceeds from disposal is recognised in
profit or loss.

There are no significant restrictions on
the ability of the associate to transfer
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funds to the Group in the form of cash
dividends or repayment of loans and
advances.

Details of the associates within the
Group are provided in Note 20 to the
Financial Statements.

3.2.5

Pricing policies of all intra-group sales
are identical to those adopted for normal
trading transactions, which are at market
prices.

Intra-Group Transactions

3.2.6 Transactions Eliminated on

Consolidation

Intra-group balances and transactions,
and any unrealised income and
expenses arising from intra-group
transactions are eliminated in
preparing the Consolidated Financial
Statements. Unrealised gains arising
from transactions with equity accounted
investees are eliminated against the
investment to the extent of the Group’s
interest in the investee. Unrealised
losses are eliminated in the same way
as unrealised gains, but only to the
extent that there is no evidence of
impairment.

3.3 Measurement of Fair Values

Fair value is the price that would

be received to sell an asset or paid

to transfer a liability in an orderly
transaction between market participants
at the measurement date in the
principal or, in its absence, the most
advantageous market to which the
Group has access at that date. The

fair value of a liability reflects its non-
performance risk.

The best evidence of the fair value of a
financial instrument on initial recognition
is normally the transaction price —i.e.
the fair value of the consideration given
or received. If the Group determines that
the fair value on initial recognition differs
from the transaction price and the fair
value is evidenced neither by a quoted
price in an active market for an identical
asset or liability nor based on a valuation
technique for which any unobservable
inputs are judged to be insignificant

in relation to the measurement, then
the financial instrument is initially
measured at fair value, adjusted to
defer the difference between the fair
value on initial recognition and the
transaction price. Subsequently, that
difference is recognised in profit or
loss on an appropriate basis over the
life of the instrument but no later than
when the valuation is wholly supported
by observable market data or the
transaction is closed out.

The Group has an established
control framework with respect to the
measurement of fair values.

When measuring fair value of an asset
or liability, the Group uses observable
market data as far as possible. Fair
Values are categorized into different
levels in a fair value hierarchy based
on the inputs used in the valuation
techniques as follows,

Level 1: quoted prices (unadjusted)
in active markets for identical assets
or liabilities

Level 2: inputs other than quoted
prices included in Level 1 that are
observable for the asset or liability
either directly (i.e. as prices) or
indirectly (i.e. derived from prices)

Level 3: inputs for the asset
or liability that are not based
on observable market data
(unobservable inputs)

If inputs used to measure the fair value
of an asset or liability fall into different
levels of the fair value hierarchy,

then the fair value measurement is
categorized in its entirety in the same
level of the fair value hierarchy as the
lowest level input that is significant to the
entire measurement.

Further information about the
assumptions made in measuring fair
values included in the following notes;

e Note 21 and 25 — Equity investment
at fair value through OCI (current
and non current)

3.4 Foreign Currency
Transactions

Transactions in foreign currencies are
initially recorded by the Group entities
at their respective functional currency
spot rates at the date the transaction
first qualifies for recognition. Monetary
assets and liabilities denominated in
foreign currencies are retranslated at
the functional currency spot rate of
exchange at the reporting date. All
differences arising on settlement or
translation of monetary items are taken
to the profit or loss with the exception
of monetary items that are designated
as part of the hedge of the Group’s net
investment of a foreign operation. These
are recognised in other comprehensive
income until the net investment is
disposed, at which time, the cumulative
amount is reclassified to the Income
Statement. Tax charges and credits
attributable to exchange differences on
those monetary items are also recorded
in other comprehensive income.

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

the initial transactions. Non-monetary
items measured at fair value in a
foreign currency are translated using
the exchange rates at the date when
the fair value is determined. The gain
or loss arising on retranslation of
non-monetary items is treated in line
with the recognition of gain or loss on
change in fair value of the item (i.e.,
translation differences on items whose
fair value gain or loss is recognised in
other comprehensive income or profit
or loss is also recognised in other
comprehensive income or profit or loss,
respectively).

3.5 Revenue
3.5.1

The Company generates revenue
primarily from sale of goods under
revenue from contracts with customers.

Revenue Streams



3.5.2 Disaggregation of Revenue
from Contract with

Customers

Revenue from contract with

customers (including revenue related
to a discontinuing operation) is
disaggregated by primary geographical
market, major products and timing of
revenue recognition under Note 06.

3.5.3 Performance Obligations
and Revenue Recognition

Policies

Revenue is measured based on the
consideration specified in a contract
with a customer. The Company
recognises revenue when it transfers
control over a good or services to a
contract.

The following table provides information
about the nature and timing of the
satisfaction of performance obligations
in contracts with customers, including
significant payment terms, and the
related revenue recognition policies.

Type of product

Nature and timing of satisfaction of

performance obligations, including
significant payment terms

Revenue recognition policies

Sale of Goods

each segments.

The Company operates in different
segments and engaged in
varieties of sale of goods under

The revenue is recognised at the point of at which control over goods
has been transferred to customer which is the point of dispatch /
collection by the customer on local sales and at the point of loading the

goods onto the relevant carrier at the port of the seller for export sales.

3.5.4

Revenue from services is recognised
as the services are provided. Revenue
from service contracts that cover period
of greater than 12 months is recognised
in the profit and loss in proportion to the
service delivered at a reporting date. In
respect of services invoiced in advance
amounts are deferred until provision of
the service.

Rendering of Services

3.5.5

Interest income is recognised in profit or
loss as it accrues and is calculated by
using the effective interest rate method.

Interest Income

3.5.6

Dividend Income is recognised when
the Group’s right to receive the payment
is established.

Dividend Income

3.5.7

Rental income arising from renting out
of leased premises are recognised as
revenue on a straight-line basis over the
term of the lease or agreement.

Rental Income

3.5.8

When the Group acts in the capacity of
an agent rather than as the principal in
a transaction, the revenue recognised is
the net amount of commission made by
the Group.

Commissions

3.5.9 Others

Other income is recognised on an
accrual basis.

Net gains and losses on the disposal

of property, plant & equipment and
other non-current assets including
investments have been accounted for
in profit or loss, having deducted from
proceeds on disposal, the carrying
amount of the assets and related selling
expenses.

3.6 Finance income and finance
costs

The Group’s finance income and finance
costs include

® |Interest income
e Interest expenses

e Foreign currency gain or loss on
financial assets and liabilities

Interest income or expense is
recognised using the effective interest
method. The “effective interest rate”

is the rate that exactly discounts
estimated future cash payments or
receipts through the expected life of the
financials instrument to:

e The gross carrying amount of the
financials assets: or

e The amortized cost of the financial
liability.

Foreign currency gains and losses are
reported on a net basis as either finance
income or finance cost depending

on whether the foreign currency
movements are in net gain or net loss
position.

3.7 Tax
3.71

Current tax is recognised in profit or
loss except to the extent that it relates
to a business combination, or items
recognised directly in equity or in other
comprehensive income.

Current Income Tax

Current tax is the expected tax payable
or receivable on the taxable income

or loss for the year, using tax rates

and tax laws enacted or substantively
enacted at the reporting date in the
countries where the Group operates
and generates taxable income, and any
adjustment to tax payable in respect of
previous years. Current tax payable also
includes any tax liability arising from the
declaration of dividends; if any.

Current income tax relating to items
recognised directly in equity is
recognised in equity and not in profit or
loss. Management periodically evaluates
positions taken in the tax returns

with respect to situations in which
applicable tax regulations are subject to
interpretation and establishes provisions
where appropriate.
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Management has used its judgment
on the application of tax laws
including transfer pricing regulations
involving identification of associated
undertakings, estimation of the
respective arm’s length prices and
selection of appropriate pricing
mechanisms. The Group has complied
with the arm’s length principles relating
to transfer pricing as prescribed in the
Inland Revenue Act.

3.7.2

Deferred tax is recognised in respect

of the temporary differences between
the assets and liabilities for financial
reporting purposes and the amounts
used for taxation purposes. Deferred tax
is recognised for all taxable temporary
differences, except for:

Deferred Tax

e Temporary differences on the initial
recognition of asset or liability in a
transaction that is not a business
combination and, at the time of the
transaction, that affects neither the
accounting profit nor taxable profit or
loss;

e Temporary differences associated
with investments in subsidiaries to
the extent that it is probable that they
will not reverse in the foreseeable
future; and

e Taxable temporary differences
arising on the initial recognition of
goodwill.

The carrying amount of deferred tax
assets is reviewed at each reporting
date and reduced to the extent that

it is no longer probable that sufficient
taxable profit will be available to allow
all or part of the deferred tax asset to
be utilised. Unrecognised deferred tax
assets are reassessed at each reporting
date and are recognised to the extent
that it has become probable that future
taxable profits will allow the deferred tax
asset to be recovered.

Deferred tax is measured at the tax
rates that are expected to be applied
to temporary differences when they
reverse, using tax rates (and tax laws)

enacted or substantively enacted at the
reporting date.

Deferred tax relating to items
recognised outside profit or loss is
recognised outside profit or loss.
Deferred tax items are recognised in
correlation to the underlying transaction
either in other comprehensive income
or directly in equity. Deferred tax assets
and deferred tax liabilities are offset if

a legally enforceable right exists to set
off current tax assets against current
income tax liabilities and the deferred
taxes relate to the same taxable entity
and the same taxation authority.

Tax benefits acquired as part of a
business combination, but not satisfying
the criteria for separate recognition

at that date, would be recognised
subsequently if new information about
facts and circumstances changed. The
adjustment would either be treated as a
reduction to goodwill (as long as it does
not exceed goodwill) if it was incurred
during the measurement period or in
profit or loss.

A deferred tax asset is recognised

for unused tax losses, tax credits and
deductible temporary differences to

the extent that it is probable that future
taxable profits will be available against
which they can be utilised. Deferred tax
assets are reviewed at each reporting
date and are reduced to the extent that
it is no longer probable that the related
tax benefit will be realised.

3.7.3 Social Security Contribution
Levy (SSCL)

According to the Social Security
Contribution Levy Act No. 25 of 2022,
Chemanex PLC is liable for Social
Security Contribution Levy at 2.5% on
the liable turnover with effect from 01
October 2022.

3.8 Discontinued Operations

A discontinued operation is a
component of the Group’s business, the
operations and cash flows of which can
be clearly distinguished from the rest of
the Group and which:

e represents a separate major line of
business or geographical area of
operations;

e s part of a single co-ordinated plan
to dispose of a separate major line
of business or geographical area of
operations; or

® s asubsidiary acquired exclusively
with a view to re-sale.

Classification as a discontinued
operation occurs on disposal or when
the operation meets the criteria to be
classified as held-for-sale, if earlier.

When an operation is classified as a
discontinued operation, the comparative
statement of comprehensive income

is re-presented as if the operation had
been discontinued from the start of the
comparative year.

3.8.1 Assets and Liabilities relating
to Discontinued Operations

Assets and liabilities relating to
discontinued operations are presented
separately in the Statement of Financial
Position.

3.9 Property, Plant & Equipment

3.9.1 Initial Recognition and

Measurement

Items of property, plant & equipment are
measured at cost, net of accumulated
depreciation and/or accumulated
impairment losses, if any. Such cost
includes expenditure that is directly
attributable to the acquisition of the
asset and includes the cost of replacing
part of the property, plant & equipment
and borrowing costs for long-term
construction projects if the recognition
criteria are met.

The cost of self-constructed assets
includes the following:

e the cost of materials and direct
labour;

e any other costs directly attributable
to bringing the assets to a working
condition for their intended use;



e when the Group has an obligation
to remove the asset or restore the
site, an estimate of the costs of
dismantling and removing the items
and restoring the site on which they
are located; and

® capitalised borrowing costs.

When significant parts of property,
plant & equipment are required to
be replaced at intervals, the Group
recognises such parts as individual
assets with specific useful lives and
depreciates them accordingly.

3.9.2

Subsequent expenditure is capitalised
only when it is probable that the future
economic benefits associated with
the expenditure will flow to the Group.
Ongoing repairs and maintenance is
expensed as incurred.

Subsequent Costs

The present value of the expected cost
for the decommissioning of an asset
after its use is included in the cost of
the respective asset if the recognition
criteria for a provision are met.

3.9.3

Items of property, plant & equipment are
depreciated on a straight-line basis over
the estimated useful lives of the each
component.

Depreciation

Items of property, plant & equipment
are depreciated from the month that
they are installed and are ready for use,
or in respect of internally constructed
assets, from the month that the asset is
completed and ready for use.

The estimated useful lives for the current
and comparative years of significant
items of property, plant & equipment are
as follows:

e Buildings 10 - 20 years

e Plant and machinery 10-22 years

e Computers and allied equipment 3
years

e Motor Vehicles 4 years

e Furniture & Fittings 4 years

The assets’ residual values, useful

lives and methods of depreciation are
reviewed at each financial year end and
adjusted prospectively, if appropriate.

3.9.4

An item of property, plant & equipment
is de-recognised upon disposal of or
when no future economic benefits are
expected from its use or disposal. Gains
and losses arising on de-recognition of
assets are determined by comparing
the proceeds from the disposal with

the carrying amount of property, plant

& equipment and are recognised net
within “Other Income” in profit or loss.

De-recognition

3.10

The Group assesses at contract
inception whether a contract is, or
contains, a lease. That is, if the contract
conveys the right to control the use of
an identified asset for a period of time in
exchange for consideration.

Leases

3.10.1

The Group applies a single recognition
and measurement approach for all
leases, except for short-term leases
and leases of low-value assets. The
Group recognises lease liabilities to
make lease payments and right-of-use
assets representing the right to use the
underlying assets.

Group as a lessee

I) Right-of-use assets

The Group recognises right-of-use
assets at the commencement date of
the lease (i.e., the date the underlying
asset is available for use). Right-of-

use assets are measured at cost, less
any accumulated depreciation and
impairment losses, and adjusted for any
remeasurement of lease liabilities. The
cost of right-of-use assets includes the
amount of lease liabilities recognised,
initial direct costs incurred, and lease
payments made at or before the
commencement date less any lease
incentives received. Right-of-use assets
are depreciated on a straight-line basis
over the shorter of the lease term and
the estimated useful lives of the assets,
as follows:

. Buildings
02 to 03 years.

If ownership of the leased asset
transfers to the Group at the end of
the lease term or the cost reflects
the exercise of a purchase option,
depreciation is calculated using the
estimated useful life of the asset.

The right-of-use assets are also subject
to impairment.

Il) Lease liabilities

At the commencement date of the lease,
the Group recognises lease liabilities
measured at the present value of lease
payments to be made over the lease
term. The lease payments include fixed
payments (including in-substance fixed
payments) less any lease incentives
receivable, variable lease payments
that depend on an index or a rate,

and amounts expected to be paid

under residual value guarantees.

The lease payments also include the
exercise price of a purchase option
reasonably certain to be exercised by
the Group and payments of penalties for
terminating the lease, if the lease term
reflects the Group exercising the option
to terminate.

Variable lease payments that do not
depend on an index or a rate are
recognised as expenses (unless they
are incurred to produce inventories)
in the period in which the event or
condition that triggers the payment
occurs.

In calculating the present value of
lease payments, the Group uses its
incremental borrowing rate at the

lease commencement date because
the interest rate implicit in the lease

is not readily determinable. After the
commencement date, the amount of
lease liabilities is increased to reflect
the accretion of interest and reduced for
the lease payments made. In addition,
the carrying amount of lease liabilities
is remeasured if there is a modification,
a change in the lease term, a change
in the lease payments (e.g., changes to
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future payments resulting from a change
in an index or rate used to determine
such lease payments) or a change in the
assessment of an option to purchase the
underlying asset.

The Group’s lease liabilities are included
in Interest-bearing loans and borrowings
(Note 30.3).

Ill) Short-term leases and leases of low-
value assets

The Group applies the short-term lease
recognition exemption to its short-term
leases of building, machinery and
equipment (i.e., those leases that have a
lease term of 12 months or less from the
commencement date and do not contain
a purchase option). It also applies the
lease of low-value assets recognition
exemption to leases of office equipment
that are considered to be low value.
Lease payments on short-term leases
and leases of low-value assets are
recognised as expense on a straight-line
basis over the lease term.

3.10.2 Group as a lessor

Leases in which the Group does not
transfer substantially all the risks and
rewards incidental to ownership of an
asset are classified as operating leases.
Rental income arising is accounted for
on a straight-line basis over the lease
terms and is included in revenue in

the statement of profit or loss due to

its operating nature. Initial direct costs
incurred in negotiating and arranging
an operating lease are added to the
carrying amount of the leased asset and
recognised over the lease term on the
same basis as rental income. Contingent
rents are recognised as revenue in the
period in which they are earned.

3.11 Borrowing Costs

Borrowing costs directly attributable
to the acquisition, construction or
production of an asset that necessarily
takes a substantial period of time to
get ready for its intended use or sale
are capitalised as part of the cost of
the asset. All other borrowing costs
are expensed in the period they occur.
Borrowing costs consist of interest

and other costs that an entity incurs in
connection with the borrowing of funds.

3.12

Intangible assets acquired separately
are measured on initial recognition

at cost. The cost of intangible assets
acquired in a business combination
is their fair value as at the date of
acquisition.

Intangible Assets

Following initial recognition, intangible
assets are carried at cost less any
accumulated amortisation and
accumulated impairment losses.
Expenditure on internally generated
intangible assets, excluding capitalised
development costs, is recognised in
profit or loss in the year in which the
expenditure is incurred.

The useful lives of intangible assets are
assessed as either finite or indefinite.
Except for goodwill, intangible assets
with finite lives are amortised on a
straight-line basis in profit or loss over
the useful economic life and assessed
for impairment whenever there is an
indication that the intangible asset may
be impaired. The amortisation period,
residual value and the amortisation
method for an intangible asset with a
finite useful life are reviewed at least at
the end of each reporting period and
adjusted accordingly. Changes in the
expected useful life or the expected
pattern of consumption of future
economic benefits embodied in the
asset is accounted for by changing
the amortisation period or method,

as appropriate, and are treated as
changes in accounting estimates. The
amortisation expense on intangible
assets with finite lives is recognised in
profit or loss in the expense category
consistent with the function of the
intangible assets.

Intangible assets with indefinite

useful lives are not amortised, but are
tested for impairment annually, either
individually or at the cash-generating
unit level. The assessment of indefinite
life is reviewed annually to determine
whether the indefinite life continues to
be supportable. If not, the change in

useful life from indefinite to finite is made
on a prospective basis.

Gains or losses arising from
derecognition of an intangible asset are
measured as the difference between the
net disposal proceeds and the carrying
amount of the asset and are recognised
in profit or loss when the asset is
derecognised.

3.121

The initial cost incurred for ERP
implementation has been capitalized
and amortised over a period of 10 years.

ERP Implementation Cost

3.13 Impairment of Non-

Financial Assets

The Group assesses at each reporting
date whether there is an indication

that an asset may be impaired. If

any indication exists, or when annual
impairment testing for an asset is
required, the Group estimates the
asset’s recoverable amount. An asset’s
recoverable amount is the higher of

an asset’s or cash-generating unit’s
(CGU) fair value less costs to sell and
its value in use and is determined for
an individual asset, unless the asset
does not generate cash inflows that are
largely independent of those from other
assets or groups of assets. When the
carrying amount of an asset or CGU
exceeds its recoverable amount, the
asset is considered impaired and is
written down to its recoverable amount.
In assessing value in use, the estimated
future cash flows are discounted to
their present value using a pre-tax
discount rate that reflects current market
assessments of the time value of money
and the risks specific to the asset. In
determining fair value less costs to

sell, recent market transactions are
taken into account, if available. If no
such transactions can be identified, an
appropriate valuation model is used.
These calculations are corroborated

by valuation multiples, quoted share
prices for publicly traded subsidiaries or
other available fair value indicators. The
Group bases its impairment calculation
on detailed budgets and forecast
calculations, which are prepared
separately for each of the Group’s



CGUs to which the individual assets

are allocated. These budgets and
forecast calculations generally cover a
period of five years. For longer periods,
a long-term growth rate is calculated
and applied to project future cash

flows after the fifth year. Impairment
losses of continuing operations,
including impairment on inventories, are
recognised in profit or loss in expense
categories consistent with the function of
the impaired asset, except for a property
previously revalued and the revaluation
was taken to other comprehensive
income. In this case, the impairment is
also recognised in other comprehensive
income up to the amount of any previous
revaluation.

For assets excluding goodwill, an
assessment is made at each reporting
date whether there is any indication
that previously recognised impairment
losses may no longer exist or may have
decreased. If such indication exists, the
Group estimates the assets or CGUs
recoverable amount. A previously
recognised impairment loss is reversed
only if there has been a change in the
assumptions used to determine the
asset’s recoverable amount since the
last impairment loss was recognised.
The reversal is limited so that the
carrying amount of the asset does

not exceed its recoverable amount,

nor exceed the carrying amount that
would have been determined, net of
depreciation, had no impairment loss
been recognised for the asset in prior
years. Such reversal is recognised in
profit or loss unless the asset is carried
at a revalued amount, in which case,
the reversal is treated as a revaluation
increase.

The following asset has specific
characteristics for impairment testing:

3.13.1

Intangible assets with indefinite useful
lives are tested for impairment annually
as at 31 March either individually or

at the CGU level, as appropriate, and
when circumstances indicate that the
carrying value may be impaired.

Intangible Assets

3.14
3.141
(A) Initial Recognition and Measurement

Financial Instruments
Financial Assets

Trade receivables and debt securities
issued are initially recognised when
they are originated. All other financial
assets and financial liabilities are initially
recognised when the Group becomes
a party to the contractual provisions

of the instrument. A financial asset
(unless it is trade receivable without

a significant financing component) or
financial liabilities initially measured at
fair value plus for an item not at FVTPL,
transaction costs that are directly
attributable to its acquisitions or issue.
A trade receivable without a significant
financing component is initially
measured at the transaction price.

(B) Classification and Subsequent
Measurement

On initial recognition a financial asset
is classified as measured at :amortized
cost, FVOCI-debt investment; FVOCI-
equity investments; or FVTPL.

Financial assets are not reclassified
subsequent to their initial recognition
unless the Group changes its business
model for managing financial assets,

in which case all affected financial
assets are reclassified on the first day
of the first reporting period following the
changes in the business model.

Financial asset is measured at
amortized cost if it meets both of
the following conditions and it is not
designated as at FVTPL:

e |tis held within the business model
whose objective is to hold asset to
collect contractual cash flows ; and

e |ts contractual terms give rise on
specified dates to cash flows that
are solely payments of principal
and interest on the principal amount
outstanding.

A debt investment is measured at
FVOCI if it meets both of the following
conditions and is not designated as at
FVTPL:

e |tis held within the business model
whose objective is achieved both
collecting contractual cash flows
and selling financial assets: and

e |ts contractual terms give rise on
specified dates to cash flows that
are solely payments of principal
and interest on the principal amount
outstanding.

On initial recognition of equity
investment that is not held for trading,
the Group may irrevocably elect to
present subsequent changes in the
investment’s fair value in OCI. This
election is made on an investment- by-
investment basis.

All financial assets not classified as
measured at amortized cost or FVOCI
as described above are measured

at FVTPL. This included all derivative
financial assets. On initial recognition,
the Group may irrevocably designate
a financial asset that otherwise meets
the requirements to be measured at
amortized cost or at FVOCI as at FVTPL
if doing so eliminates or significantly
reduces an accounting mismatch that
would otherwise arise.

(C) Financial assets — Business model
assessment

The Group makes an assessment of
the objective of the business model

in which a financial asset is held at a
portfolio level because this best reflects
the way the business is managed and
information is provided to management.
The information considered include;

e The stated policies and objectives
for the portfolio and the operation
of those policies in practice. These
include whether management’s
strategy focuses on earning
contractual income, maintain a
particular interest rate profile,
matching the duration of the financial
asset to the duration of any related
liabilities or expected cash outflows
or realizing cash flows through the
sale of the asset;
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e How the performance of the portfolio
is evaluated and reported to the
Group’s management;

e The risk that affect the performance
of the business model (and the
financial assets held within that
business model) and how those risks
are managed,

e How mangers of business are
compensated — eg: whether
compensation is based on the fair
value of the assets managed or the
contractual cash flows collected;
and

e The frequency, volume and timing
of sales of financial assets in prior
periods, the reason for such sales
are expectations about future sales
activity.

Transfers of financial assets to third
parties in transaction that do not qualify
for de- recognition are not considered
sales for this purpose, consistent with
the Group’s continuing recognition of the
assets.

Financial assets that are held for
trading or are managed and whose
performance is evaluated on fair value
basis are measured at FVTPL.

(D) Financial assets — assessment
whether contractual cash flows are
solely payments of principal and
interest:

For the purpose of this assessment,
“principal” is defined as the fair value of
the financial asset on initial recognition,
“interest” is defined as the consideration
for the time value of money and for the
credit risk associated with the principal
amount outstanding during a particular
period of time and for other basic
lending risks and cost (example liquidity
risk and administrative costs), as well as
a profit margin.

In assessing whether the contractual
cash flows are solely payments of
principal and interest, the Group
considers the contractual terms of the
instrument. This include assessing
whether the financial assets contains a
contractual term that could change the
timing or amount of contractual cash
flows such that it would not meet this
condition in making assessment, the
Group considers:

e Contingent events that would
change the amount and the timing of
cash flows;

(E) Financial asset- subsequent measurement and gain and losses:

e Terms that may adjust the
contractual coupon rate, including
variable rate features;

e Prepayment and extension features:
and

e Terms that limit the Group’s claim
to cash flows from specified assets
(example non resource features)

A prepayment feature is consistent with
the solely payments of principles and
interests criterion if the prepayment
amounts substantially represents unpaid
amounts of principal and interest on the
principal amount outstanding, which
may include reasonable additional
compensation for early termination of
the contract. Additionally for a financial
asset acquired at a discount or premium
to its contractual par amount, a feature
that permits or requires prepayments at
an amount that substantially represents
the contractual par amount plus accrued
(but unpaid) contractual interest (which
may also include reasonable additional
compensation for early termination) is
treated as consistent with this criterion if
the fair value of the prepayment feature
is insignificant at initial recognition.

Financial assets
at FVTPL

These assets are subsequently measured at fair value. Net gain and losses including any interest or dividend
income, are recognised in profit or loss.

Financial assets
at amortized
cost

These assets are subsequently measured at amortized cost using the effective interest method. The amortized
cost is reduced by impairment losses. Interest income, foreign exchange gains and losses and impairment are
recognised in profit or loss. Any gain or loss de recognition is recognised in profit or loss.

Debt investment

These assets are subsequently measured at fair value. Interest income calculated using the effective interest

at FVOCI method, foreign exchange gain and losses and impairment are recognised in profit or loss. Other net gain
and losses are recognised in OCI capital. On de-recognition, gain and losses accumulated in OCI capital are
reclassified to profit or loss.

Equity These assets are subsequently measured at fair value. Dividends are recognised as income in profit or loss

investment at unless the dividend clearly represents a recovery of part of the cost of the investment. Other net gains and

FVOCI losses are recognised in OCI and are never reclassified to profit or loss.

3.14.2 Financial liabilities-
classification, subsequent
measurement and gains and
losses

Financial liabilities are classified as
measured at amortized cost or FVTPL. A
financial liability is classified as at FVTPL

if it is classified as held- for-trading, it is
a derivative or it is designated as such
on initial recognition. Financial liabilities
at FVTPL are measured at fair value
and net gains and losses, including
any interest expenses, are recognised
in profit or loss. Other financial

liabilities are subsequently measured
at amortized cost using the effective
interest method. Interest expense and
foreign exchange gain and losses are
recognised in profit or loss. Any gain or
loss recognition is also recognised in
profit or loss.



3.14.3 De recognition
(A) Financial asset

The Group de recognises a financial
asset when the contractual rights to
the cash flow from the financial assets
expire, or it transfers the rights to
receive the contractual cash flows in a
transaction in which substantially all of
the risks and rewards of ownership of
the financial assets are transferred or
in which the Group neither transfers nor
retains substantially all of the risks and
rewards of ownership and it does not
retain control of the financial assets.

The Group enters into transaction
whereby it transfers assets recognised
in its Statements of Financial Position,
but retains either all or substantially all of
the risks and rewards of the transferred
assets. In these cases, the transferred
assets are not derecognised.

(B) Financial liabilities

The Group de-recognises a financial
liability when its contractual obligations
are discharged or cancelled, or
expire. The Group also de recognises
a financial liability when its terms are
modified and the cash flows of the
modified liability are substantially
different, in which case a new financial
liability based on the modified terms is
recognised at fair value.

On de-recognition of a financial

liability the difference between the
carrying amount extinguished and

the consideration paid (including any
non-cash assets transferred or liabilities
assumed) is recognised in profit or loss.

3.14.4 Offsetting

Financial assets and financial liabilities
are offset and the net amount presented
in the Statement of Financial Position
when and only when the Group currently
has the legally enforceable right to set
off the amounts and it intends either

to settle them on a net basis or to

realize the asset and settle the liability
simultaneously.

3.145
(A) Non- Derivative Financial Assets

Impairment

Financial instruments and contract
assets

The Group recognises a loss allowance
for ECLs on:

e Financial assets measured at
amortized cost;

e Debt investments measured at
FVOCI; and

e Contract assets.

The Group measures loss allowances
at an amount equal to lifetime ECLs,
except for the following which are
measured at 12 months ECLs:

e Debt securities that are determined
to have no credit risk at the reporting
date; and

e Other debt securities and bank
balances for which credit risk (i.e.
the risk of default occurring over
the expected life of the financial
instrument) has not increased
significantly since the initial
recognition.

Loss allowance for trade receivables
and contract assets are always
measured at an amount equal to lifetime
ECLs.

When determining whether a credit
risk of financial asset has increased
significantly since initial recognition
and when estimating ECLs, the Group
considers reasonable and supportable
information that is relevant and
available without undue cost of effort.
This includes both quantitative and
qualitative information and analysis,
based on Group’s historical experience
and informed credit assessment and
including forward — looking information.

The Group assumes that a credit risk
on a financial asset has increased
significantly if it is more than 180 days
past due.

The Group considers financial asset to
be in default when:

e The borrower unlikely to pay its
credit obligations to the Group in full,
without recourse by the Group to
actions such as realizing security “ if
any is held”; or

e The financial asset is more than 365
days past due.

The Group considers a debt security
to have no credit risk when its credit
risk rating is equivalent to the globally
understood definition of “investment
grade”. The Group considers this is to
be A- or higher.

Lifetime ECLs are the ECLs that result
from all possible events over the
expected life of a financial instrument.

12 months ECLs are the portion of ECLs
that result from default events that are
possible within the 12 months after the
reporting date (or a shorter period if the
expected life of the instrument is less
than 12 months).

The maximum period considered

when estimating ECLs is the maximum
contractual period over which the Group
is exposed to credit risk.

Measurement of ECLs

ECLs are a probability- weighted estimate
of credit loss. Credit losses are measured
as the present value of all cash short

falls (i.e. the difference between the cash
flows due to the entity in accordance with
the contract and the cash flows that the
Group expects to receive).

ECLs are discounted at the effective
interest rates of the financial asset.

(B) Credit-Impaired Financial Assets

At each reporting date, the Group
assess whether the financial assets
carried at amortized cost and debt
securities at FVOCI are credit- impaired.
A financial asset is “credit impaired”
when one or more events that have
detrimental impact on the estimated
future cash flows of the financial assets
have occurred.
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Evidence that a financial asset is
credit impaired includes the following
observable data;

e Significant financial difficulty of the
borrower or the issuer

e A breach of contract such as default
or being more than 365 days being
past due;

e The restructuring of a loan or
advance by the Group on terms
that the Group would not consider
otherwise;

e |tis probable that the borrower
enter bankruptcy or other financial
reorganization or

e The disappearance of the active
market for a security because of
financial difficulty

Presentation of allowance for ECL in the
Statement of Financial Position

Loss allowances for financial assets
measured at amortized cost are
deducted from the gross carrying
amount of the asset. For debt
securities at FVOCI, the loss allowance
is charged to profit or loss and is
recognised in OCI.

3.14.6 Write off

The gross carrying amount of a financial
asset is written off when the Group

has no reasonable expectation of
recovery of financial asset in its entirety
or a portion thereof. For corporate
customers, the Group individually
makes an assessment with respect

to the timing and amount of write- off
based on whether there is a reasonable
expectation of recovery. The Group
expects no significant recovery from the
written off. However, financial assets that
are written off could still be subject to
enforcement activities in order to comply
with the Group procedures for recovery
of amounts due.

3.15

Inventories are measured at the lower of
cost or net realisable value. The cost of
finished goods is computed, based on
the weighted average cost method and
includes material, labour and appropriate
share of production overheads, based on
normal operating capacity. In the case

of purchased inventories, cost includes
expenditure incurred in acquiring the
inventories, production or conversion
costs, and other costs incurred in
bringing them to their existing location
and condition. The cost of raw material is
computed at weighted average cost.

Inventories

Net realisable value is the estimated

selling price in the ordinary course of
business, less the estimated costs of
completion and selling expenses.

Provision for obsolete and slow moving
inventory

Specific provision are made giving
considerations to the condition of
inventory held by the Company/Group.

3.16
A provision is recognised if, as a result

Provisions

of a past event, the Group has a present

legal or constructive obligation that an
outflow of economic benefits will be
required to settle the obligations.

A defined benefit plan is a post-
employment benefit plan, other than a
defined contribution plan. The liability
recognised in the Financial Statements
in respect of defined benefit plans is
calculated separately for each plan by
estimating the amount of future benefit
that employees have earned in return
for their service in the current and prior
periods; that benefit is discounted

to determine its present value. Any
unrecognised past service costs are
deducted.

The calculation is performed annually by
a qualified actuary using the projected
unit credit method.

The Group recognises all actuarial
gains and losses arising from defined
benefit plans immediately in other
comprehensive income and all
expenses related to defined benefit
plans in personnel expenses in profit or
loss.

Provision has been made for retirement
gratuities from the first year of service of
all employees, in conformity with LKAS
19"Employee Benefit”. However, under
the Payment of Gratuity Act No.12 of
19883, the liability to an employee arise
only on completion of five years of
continued service.

Gratuity was calculated based on the

3.17 Employment benefits below basis.
Defined Benefit Plans
Period of service( Years) Basis

5-9 inclusive

1/2 month salary for each completed year

10-14 inclusive

3/4 month salary for each completed year

15-16 inclusive

15 months salary in total

17-18 inclusive

16 months salary in total

19-20 inclusive

17 months salary in total

21-22 inclusive

18 months salary in total

23-24 inclusive

19 months salary in total

25-40 inclusive

20 months salary in total

41 years and over

1/2 month salary for each completed year




The cost of defined benefit plan is
determined using actuarial valuations.
An actuarial valuation involves making
various assumptions that may differ from
actual developments in the future. These
include the determination of the discount
rate, future salary increases, mortality
rates. Due to the complexity of the
valuation, the underlying assumptions
and its long-term nature, a defined
benefit obligation is highly sensitive

to changes in these assumptions. All
assumptions are reviewed at each
reporting date. In determining the
appropriate discount rate, management
considers the weighted average cost of
capital. The mortality rate is based on
publicly available mortality tables for the
specific country. Future salary increases
are based on expected future inflation
rates for the respective country.

Defined Contribution Plan - Employees’
Provident Fund/ Mercantile Services
Provident Society and Employees’ Trust
Fund

A defined contribution plan is a post-
employment benefit plan under which
an entity pays fixed contributions into a
separate entity and has no further legal
or constructive obligation to pay further
amounts. The Group contributes 12%,
12% and 3% of gross emoluments of
employees to the Employees’ Provident
Fund, Mercantile Services Provident
Society and the Employees’ Trust

Fund respectively. Obligations for
contributions to defined contribution
plans are recognised as an employee
benefit expense in profit or loss in the
periods during which services are
rendered by employees.

Short-Term Benefits

Short-term employee benefit obligations
are measured on an undiscounted basis
and are expensed as the related service
is provided. A liability is recognised for
the amount expected to be paid under
short-term cash bonus if the Group has
a present legal or constructive obligation
to pay this amount as a result of past
serviced provided by the employee and
the obligation can be measured reliably.

3.18

(a) Expenses are recognised in Profit
and Loss on the basis of a direct
association between the cost incurred
and the earning of specific items

of income. All expenditure incurred

in the running of the business and

in maintaining the property, plant &
equipment in a state of efficiency has
been charged to income in arriving at
the profit for the year.

Expenditure Recognition

(b) For the purpose of presentation of
the Income Statement, the Directors are
of the opinion that “function of expenses
method” presents fairly the elements

of the Group’s performance and hence
such presentation method is adopted.

3.19

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

Earnings Per Share

3.20

The Cash Flow Statement has been
prepared using the indirect method.

Cash Flow Statement

3.21

The Group has the following four
strategic divisions, which are its
reportable segments. These divisions
offer different products and services,
and are managed separately because
they require different technology and
marketing strategies.

Segment Reporting

A summary describing the operations
of each reportable segment is given in
pages 59 and 60.

Segment results that are reported to

the Chief Operating Officer (the chief
operating decision maker) include items
directly attributable to a segment as

well as those that can be allocated on a
reasonable basis. Unallocated expenses
comprise mainly corporate assets
(primarily the Company’s head office),

head office expenses and tax assets
and liabilities.

4. Amendments to existing
accounting standards and
Standards issued but not
yet effective

The Group applied for the first-time
certain standards and amendments,
which are effective for annual periods
beginning on or after 1 April 2024. The
Group has not early adopted any other
standard, interpretation or amendment
that has been issued but is not yet
effective.

4.1 Amendments to existing
accounting standards

The Group applied for the first-time
certain standards and amendments,
which are effective for annual periods
beginning on or after 1 January 2024.
The Group has not early adopted

any other standard, interpretation or
amendment that has been issued but is
not yet effective.

41.1 Definition of accounting
estimates - Amendments to
LKAS 8

The amendments to LKAS 8 clarify

the distinction between changes in
accounting estimates, changes in
accounting policies and the correction
of errors. They also clarify how entities
use measurement techniques and
inputs to develop accounting estimates.
The amendments had no impact on

the Group’s consolidated Financial
Statements.

41.2 Amendments to LKAS 1:
Classification of liabilities as
current or non-current

Amendments to LKAS 1 Presentation

of Financial Statements specify the
requirements for classifying liabilities as
current or non-current. The amendments
clarify;

e What is meant by a right to defer
settlement

e That a right to defer must exist at the
end of the reporting period.
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e That classification is unaffected
by the likelihood that an entity will
exercise its deferral right

e That only if an embedded derivative
in a convertible liability is itself an
equity instrument would the terms of
a liability not impact its classification

e Disclosure

The amendments had no impact on
the Group’s Consolidated Financial
Statements.

4.1.3. Disclosure of accounting
policies - Amendments
to LKAS 1 and SLFRS
Practice Statement 2 The
amendments to LKAS 1 and
SLFRS Practice Statement 2

Making Materiality Judgements provide
guidance and examples to help
entities apply materiality judgements to
accounting policy disclosures.

The amendments aim to help entities
provide accounting policy disclosures
that are more useful by replacing the
requirement for entities to disclose
their ‘'significant’ accounting policies
with a requirement to disclose their
‘material’ accounting policies and
adding guidance on how entities apply
the concept of materiality in making
decisions about accounting policy
disclosures.

“The amendments have had an

impact on the Group'’s disclosures

of accounting policies, but not on

the measurement, recognition or
presentation of any items in the Group’s
Financial Statements.

4.1.4 Deferred tax related to
assets and liabilities arising
from a Single Transaction —
Amendments to LKAS 12

The amendments to LKAS 12 Income
Tax narrow the scope of the initial
recognition exception, so that it no
longer applies to transactions that give
rise to equal taxable and deductible
temporary differences such as leases
and decommissioning liabilities.

The amendments had no impact on
the Group’s consolidated Financial
Statements.

4.2, Standards issued but not
yet effective

There are no new accounting standards
or amendments which are issued but not
yet effective as at 31 March 2024 that
are expected to have a material impact
on the Group’s Financial Statements.
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5. INDUSTRY SEGMENT INFORMATION
(a) Segmental Revenue

Group
For the year ended 31st March 2024 2023
Rs.’000 Rs.’000
Rubber and plastic 379,161 602,824
Coating and packaging 307,863 277,799
Home and personal care 101,941 183,022
Total revenue from external customers 788,965 1,063,645
(b) Segmental Results
Group
For the year ended 31st March 2024 2023
Rs.’000 Rs.’000
Rubber and plastic 62,198 168,978
Coating and packaging 41,655 44,150
Home and personal care 997 35,754
Segmental Result 104,850 248,882
Other income 55,808 64,006
Un-allocated expenses (7,612) (5,894)
Finance expense (net) (11,874) (10,972)
Share of loss of equity accounted investees - (40,460)
Profit before tax 141,172 255,662
Income tax expense (29,340) (85,698)
Profit from continued operations 111,832 169,864
Profit/(loss) from discontinued operations (484) 7,686
Profit for the year 111,348 177,550
Profit attributable to :
Equity holders of the Company 111,379 177,583
Non-controlling interest (31) (383)
111,348 177,550
Capital Expenditure Depreciation Total Assets
31st March 2024 2023 2024 2023 2024 2023
Rs.’000 Rs.’000 Rs.’000 Rs.’000 Rs.’000 Rs.’000
Assets
Rubber and plastic 566 13,496 1,086 409 132,152 154,574
Coating and packaging 490 1,560 724 273 20,561 12,766
Home and personal care 189 - 362 136 52,146 26,054
Investments/other - - - - 3,691,028 2,608,616
1,245 15,056 2,172 818 3,895,887 2,802,010
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Liabilities Retirement Benefit Trade and Other Payables
Obligations
31st March 2024 2023 2024 2023
Rs.’000 Rs.’000 Rs.’000 Rs.’000
Rubber and plastic 2,006 1,239 21,583 5,186
Coating and packaging 3,146 1,788 3,835 1,045
Home and personal care 663 232 1,918 150
Investments/other - - 47,418 54,871
5,815 3,259 74,754 61,252
6 REVENUE
Company/Group
For the year ended 31st March 2024 2023
Rs.’000 Rs.’000
Revenue 788,965 1,063,645
6.1 Disaggregation of Revenue from contracts with customers
Company/Group
For the year ended 31st March 2024 2023
Rs.’000 Rs.’000
Rubber and plastic 379,161 602,824
Coating and packaging 307,863 277,799
Home and personal care 101,941 183,022

Timing of revenue recognition

Products transferred at a point in time 788,965 1,063,645

* There is no inter segment sales made during both financial periods

7 OTHER INCOME
Company/Group
For the year ended 31st March 2024 2023
Rs.’000 Rs.’000
Dividend income -quoted 27,169 36,979
Direct sales commission 13,224 12,784
Rent income 15,249 13,863
Sundry income 166 380
Total 55,808 64,006
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8 OTHER EXPENSES

Company
For the year ended 31st March 2024 2023
Rs.’000 Rs.’000
Impairment of investment in Rainforest Ecolodge (Private) Limited - 42,690
Provision for intercompany receivable 123 88
Total 123 42,778
9. FINANCE (EXPENSE)/INCOME (NET)
9.1 Interest income arising from financial assets
Company/Group
For the year ended 31st March 2024 2023
Rs.’000 Rs.’000
Staff loans 214 100
Interest on repo investments 4,834 -
Interest on treasury bills - 2,761
Deposits 487 4,771
5,535 7,632
9.2 Finance Cost - Impairment loss on debt securities
Company/Group
For the year ended 31st March 2024 2023
Rs.’000 Rs.’000
Short-term loans and overdrafts 14,317 12,629
Interest on leasing 2,868 1,241
Foreign exchange loss 224 4,734
17,409 18,604
Finance Cost (Net) (11,874) (10,972)
10 SHARE OF PROFIT OF EQUITY ACCOUNTED INVESTEES (NET OF TAX)
Group
For the year ended 31st March 2024 2023
Rs.’000 Rs.’000
Rainforest Ecolodge (Private) Limited - (40,460)
Total - (40,460)
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11 PROFIT BEFORE TAX IS STATED AFTER CHARGING ALL EXPENSES INCLUDING THE FOLLOWING:
Company/Group
For the year ended 31st March 2024 2023
Rs.’000 Rs.’000
Directors' emoluments and retirement benefits = -
Depreciation of property, plant & equipment 9,645 6,573
Directors' fees 6,600 6,006
Staff training and development 54 22
Legal fees - 508
Auditors' remuneration
Statutory audit fees 871 757
Audit related fees 437 344
Professional fees 560 445
Provision for inventories/(reversal of provision for inventories) (24,633) 47,189
Personnel costs * (Note11.1) 19,908 16,945

11.1 Personnel costs

Company/Group
For the year ended 31st March 2024 2023
Rs.’000 Rs.’000
Salaries 13,551 10,803
EPF/MSPS - Defined contribution plan 1,767 1,420
ETF- defined contribution plan 442 355
Bonus 2,910 3,530
Provision for retirement benefits 1,238 837
Total 19,908 16,945
Number of employees at the end of the year 14 14
11.2 Reconciliation of adjusted EBITDA to profit from continuing operation
Group
For the year ended 31st March 2024 2023
Rs.’000 Rs.’000
Profit from continuing operations 111,832 169,864
Income tax expense 29,340 85,698
Profit before tax 141,172 255,562
Adjustments for :
Net finance expense 11,874 10,972
Depreciation 9,645 6,573
Amortisation 139 139
Share of loss of equity accounted investees - 40,460
Adjusted EBITDA 162,830 313,706
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121

12.1.1

INCOME TAX EXPENSES

Company Group
For the year ended 31st March 2024 2023 2024 2023
Rs.’000 Rs.’000 Rs.’000 Rs.’000
Current tax expenses on ordinary activities for the year
Current tax expenses on profit for the year ( Note 12.2) 27,609 82,825 27,609 82,825
Under/(over) provision in respect of previous years (1,048) 150 (1,048) 150
26,561 82,975 26,561 82,975
Deferred tax charge
Origination of temporary differences (Note 12.1) 2,779 2,723 2,779 2,723
Total 29,340 85,698 29,340 85,698
Deferred Tax Expense
Company Group
For the year ended 31st March 2024 2023 2024 2023
Rs.’000 Rs.’000 Rs.’000 Rs.’000
Income Statements
Deferred tax expense arising from :
Property, plant & equipment 1,385 (161) 1,385 (161)
Intangible assets - (36) - (36)
Retirement benefit obligations 345 (392) 345 (392)
Right-of-use-asset (2,283) 3,038 (2,283) 3,038
Provision for impairment of trade receivables 1,228 603 1,228 603
Lease liability 2,104 (2,623) 2,104 (2,623)
Provision for slow moving inventory - 2,294 - 2,294
2,779 2,723 2,779 2,723
Other Comprehensive Income
Deferred tax reversal arising from :
Actuarial losses on retirement benefit obligations (586) (24) (586) (24)
Investment in fair value through OCI 20,137 (1,176) 20,137 (1,176)
19,551 (1,200) 19,551 (1,200)
Total 22,331 1,623 22,331 1,523
Deferred tax charge recognised through
Company Group
For the year ended 31st March 2024 2023 2024 2023
Rs.’000 Rs.’000 Rs.’000 Rs.’000
Statement of Profit or Loss
Charge arising on during the year movement 2,779 5,255 2,779 5,255
Charge due to change in tax rates - (2,532) - (2,532)
2,779 2,723 2,779 2,723
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Company Group
For the year ended 31st March 2024 2023 2024 2023
Rs.’000 Rs.’000 Rs.’000 Rs.’000
Other Comprehensive income

Charge arising on during the year movement 19,551 10,019 19,551 10,019
Charge due to change in tax rates - (11,219) - (11,219)
19,551 (1,200) 19,551 (1,200)
22,331 1,523 22,331 1,523

12.2 Reconciliation of the Accounting Profit and Taxable Profit

Company

For the year ended 31st March 2024 2023

Rs.’000 Rs.’000
Profit before tax-continuing operations
Profit before tax-discontinued operations
Tax using the Company's domestic tax rate 30% 42,315 26% 64,942
Share of loss of equity accounted investee
Disallowable expenses 4% 5,651 10% 28,151
Tax deductible expenses -8% (11,753) -1% (3,772)
Capital allowances 0% (453) 0% (522)
Tax exempt income -6% (8,151) -2% (5,975)
Taxable profit 20% 27,609 33% 82,824

Income tax @ 14%

Income tax @ 24%

Income tax @ 30%

Current tax expense on continued operations

Current tax expense on discontinued operations

Accumulated tax losses

Adjustment to brought forward tax losses

Tax loss utilised during the year

Tax loss carried forward

Effective tax rate

Effective tax rate as a percentage of profit before tax
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Group Company Group

2024 2023 2024 2023 2024 2023
Rs.’000 Rs.’000 Rs.’000 Rs.’000 Rs.’000 Rs.’000
141,049 253244 141,172 255562

- - (374) 7,817

141,049 253,244 140,798 263,379

30% 42,239 26% 67,265 - - - -
4% 11,052 - - - 40,460

4% 5,836 5% 16,078 17,646 100,513 18,013 57,823
-8% (11,753) 1% (3772)  (39,177)  (13,440)  (39,177)  (13,440)
0% (453) 0% (522) (1,509) (1,766) (1,509) (1,766)
-6% (8,151) -3% (8280)  (27,169)  (20,155)  (27,169)  (27,838)
20% 27,718 31% 81,821 90,840 318,396 90,956 318,618
- 2,358 5 2,358

2 48,601 5 48,601

27,609 31,866 27,609 31,997

27,609 82,825 27,609 82,825

- - 110 131

27,609 82,825 27,719 82,956

- - - 220

- - - (220)

30% 26% 30% 26%

20% 33% 20% 31%
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12.3 As per the Inland Revenue Act No.24 of 2017 and amendments thereto, all Group companies which are resident in
Sri Lanka are liable to Income Tax at 30% w.e.f 01 October 2022, up to 30 September 2022 - 24% on taxable profit
during the period current and deferred tax have been provided as per the Inland Revenue Act No. 24 of 2017 and any
subsequent amendments thereto, including any amendments legislated by Inland Revenue (Amendment) Act No. 45 of
2022.

124 Group’s tax expense is based on the taxable profit of each Company in the Group. At present the tax laws of Sri Lanka
do not provide for Group Taxation.

12,5 Irrecoverable Economic Service Charge (ESC) has been charged to the profit or loss.

13 DISCONTINUED OPERATIONS AND DISPOSAL GROUP CLASSIFIED AS HELD FOR DISTRIBUTION

Chemanex Exports (Private) Limited and Chemcel (Private) Limited have been classified under “assets held for
distribution” due to the Board decision of winding up of the business.

13.1 Profit after tax From Discontinued Operations

Group
For the year ended 31st March 2024 2023
Rs.’000 Rs.’000
Other income 139 290
Administrative expenses (221) (231)
Finance income /(expenses) (net) (292) 7,758
Profit /(loss) before tax from a discontinued operations (374) 7,817
Tax expense (110) (131)
Profit / (loss) for the year from a discontinued operations (484) 7,686
13.2 Major Classes of Assets and Liabilities Classified as Held for Distribution
Company Group

For the year ended 31st March 2024 2023 2024 2023

Rs.’000 Rs.’000 Rs.’000 Rs.’000
Assets
Investments 47,000 47,000 6,291 4,245
Other receivables - - 777 864
Cash in hand and cash at bank - - 52,912 53,211
Assets classified as held for distribution 47,000 47,000 59,980 58,320
Liabilities
Trade and other payables - - 941 950
Liabilities directly associated with assets classified as held for - - 941 950
distribution
Net assets directly associated with disposal group 47,000 47,000 59,039 57,370

Investment in Chemcel (Private) Limited, amounting to Rs.0.17Mn has been fully impaired. Investments in Group level
include listed equity investments and measured at the share prices at the closing date.

Chemanex PLC

Annual Report 2023/24




13.3

13.4

14

Cash Flows Generated From Discontinued Operations

Group
For the year ended 31st March 2024 2023
Rs.’000 Rs.’000
Net cash from investing activities (299) 7,933
Net cash inflow / (outflow) (299) 7,933
Earnings /(deficit) per Share:
Group
For the year ended 31st March 2024 2023
Rs. Rs.
Basic/diluted earnings /(deficit) per share for the year, from discontinued operations (0.03) 0.50
EARNINGS PER SHARE
Company Group
For the year ended 31st March 2024 2023 2024 2023
Rs.’000 Rs.’000 Rs.’000 Rs.’000
Profit attributable to equity holders of the Company 111,709 167,546 111,379 177,583
The share capital is as follows :
Ordinary Shares
Number of shares 15,707,312 15,707,312 15,707,312 15,707,312
Basic / Diluted earnings per share (Rs.) 7.1 10.67 7.09 11.31

Basic Earnings per Share

The calculation of basic earnings per share is based on the profit attributable to Ordinary Shareholders and the weighted

average number of shares outstanding during the year.

Diluted Earnings per Share

The calculation of diluted earnings per share is based on the profit attributable to Ordinary Shares outstanding after

adjustment for the effect of all potentially dilutive Ordinary Shares.

There were no potentially dilutive Ordinary Shares at any time during the year/previous year.
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15 GROSS DIVIDENDS

Group

For the year ended 31st March 2024 2023

Rs.’000 Rs.’000
Interim Dividend
Interim dividend paid per share Rs. Nil (2022/23 -Nil) - -
Final Dividends
Final dividend proposed and paid Rs.2.50 (2022/23) per share Rs.2.00 (2021/22) 39,268 31,414
Total 39,268 31,414

During the year, Rs.2.50 dividend was paid to the shareholders (2022/23- Rs. 2.00).

Directors have recommended the payment of a final dividend of Rs. 2.50 per share on Ordinary Shares for the year
ended 31st March 2024. This proposed dividend has not yet been recognised as a liability as at 31.03.2024.

This would result in a total dividend per share of Rs. 2.50 (2022/23 - Rs.2.50) once it is approved at the Annual General
Meeting. These were distributed to shareholders out of the dividend received.
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NOTES TO THE FINANCIAL STATEMENTS

B. Leased plant & equipment
During the year 2022/23 Company entered into a new lease agreement for its registered office for a period of two years.

C. Carrying Value Base

Company/Group
As at 31st March 2024 2023
Rs.’000 Rs.’000
At Cost 14,291 15,079
On Finance Lease Term 5,708 13,320
Total 19,999 28,399

D. Cost of fully depreciated property, plant & equipment still in use at the reporting date as follows:

Company/Group
As at 31st March 2024 2023
Rs.’000 Rs.’000
Plant & Machinery 8 8
Equipment 4,836 4,836
Computers 12,537 12,537
Furniture & Fittings 173 173
Motor Vehicles 8,491 8,491
Total 26,045 26,045
17 INTANGIBLE ASSETS
Company/Group
As at 31st March 2024 2023
Rs.’000 Rs.’000
Software cost capitalised 799 938
Amortisation for the year (139) (139)
Net software cost capitalised 660 799

The Company capitalised the ERP implementation cost of Rs.1.39Mn which is amortised over 10 years.
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DEFERRED TAX
Company/Group

As at 31st March 2024 2023

Rs.’000 Rs.’000
At the beginning of the year 14,217 15,740
Amount origination /(reversal) of temporary differences
Recognised in profit or loss (2,779) (2,723)
Recognised in other comprehensive income (19,551) 1,200
At the end of the year (8,114) 14,217

The Group recognised deferred tax liability of Rs.8.11Mn ( 2023 deferred tax asset- Rs.14.22Mn) as at the reporting

date.

A. Movement in Deferred Tax Assets
The analysis of deferred tax assets and deferred tax liabilities are as follows:

Company/Group
As at 31st March 2024 2023
Rs.’000 Rs.’000
Deferred tax assets
Deferred tax assets to be recovered within 12 months - 108
Deferred tax assets to be recovered after 12 months - 14,109
Deferred tax assets - 14,217

B. Movements in deferred tax balances
The analysis of deferred tax assets and deferred tax liabilities is as follows;

Balance at 31 March

2024 Net balances Recognised Recognised Net Deferred Deferred

at 1-Apr  in Profit or in OCI tax assets tax liabilities

loss

Company/Group Rs.’000 Rs.’000 Rs.’000 Rs.’000 Rs.’000 Rs.’000
Property plant & equipment 216 (1,385) - (1,169) - (1,169)
Intangible assets 94 (0) - 94 94 -
Retirement benefit obligation 978 (345) 586 1,219 1,219 -
Right-of-use-asset (3,996) 2,283 - (1,713) - (1,713)
Impairment of trade receivables 6,011 (1,228) - 4,783 4,783 -
Lease liability 4,129 (2,104) - 2,025 2,025 -
Investment in fair value through OCI 6,786 - (20,137) (13,353) - (13,353)
Net tax assets/(liabilities) 14,216 (2,779) (19,551) (8,114) 8,121 (16,235)

Chemanex PLC

Annual Report 2023/24




NOTES TO THE FINANCIAL STATEMENTS

Balance at 31 March

2023 Net balances Recognised Recognised Net Deferred Deferred
at 1-Apr  in Profit or in OCI tax assets tax liabilities
loss
Company/Group Rs.’000 Rs.’000 Rs.’000 Rs.’000 Rs.’000 Rs.’000
Property plant & equipment 55 161 - 216 216 -
Intangible assets 58 36 - 94 94 -
Retirement benefit obligation 562 392 24 978 978 -
Right-of-use-asset (958) (8,038) - (3,996) - (3,996)
Impairment of trade receivables 6,613 (603) - 6,011 6,011 -
Lease liability 1,506 2,623 - 4,129 4,129 -
Investment in fair value through OCI 5,610 - 1,176 6,786 6,786 -
Inventory provision 2,294 (2,294) - - - -
Net tax assets/(liabilities) 15,740 (2,723) 1,200 14,217 18,213 (8,996)
C. Deferred Tax Effects of Temporary Differences
2024 2023
Company/Group Temporary Tax Effect Temporary Tax Effect
Difference Difference
Rs.’000 Rs.’000 Rs.’000 Rs.’000
Property plant & equipment 3,896 (1,169) 719 216
Intangible assets 313 94 313 94
Retirement benefit obligation 4,063 1,219 (3,259) 978
Right-of-use-asset 5,709 (1,713) 13,321 (3,996)
Impairment of trade receivables 15,942 4,783 20,035 6,011
Lease liability 6,749 2,025 13,762 4,129
Investment in fair value through OCI (44,504) (13,353) 22,621 6,786
(7,832) (8,114) 67,513 14,217

D. Unrecognised Deferred Tax Assets

There are no unrecognised deferred tax assets which arise due to the accumulated brought forward tax losses.

E. Unremitted income from subsidiaries and associates

The Group has determined that the undistributed profits of its subsidiaries or associate will not be distributed in the

foreseeable future.

F. Unrecognised Deferred Tax Liabilities

There is no any unrecognised deferred tax liability arising due to the temporary differences related to its investment

in subsidiaries.
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19 INVESTMENT IN SUBSIDIARIES

As at 31st March No.of shares Percentage 2024 2023
ofholding  Rs'000  Rs.'000

Unquoted - Subsidiaries

Chemanex Exports (Private) Limited 860,000 100% 47,000 47,000
Chemcel (Private) Limited 82,041 70% 172 172

47172 47,172
Transferred to assets classified as held for distribution (Note 13.4) (47,172) (47,172)
Total - -

i) The subsidiaries of the Company are incorporated in Sri Lanka.

i) In2017/18, in accordance with SLFRS 5 “Non-Current Assets Held for Sale and Discontinued Operations” Company
classified it's investment in Chemanex Exports (Private) Limited and Chemcel (Private) Limited as “Assets Held For
Distribution”.

iii) The main activities of the subsidiary companies are given in page 99.

iv

—

The Group has assessed each subsidiary that has non-controlling interests based on contribution made to the Group
revenue, Group profit, total assets and net assets and have determined that such non-controlling interests are not
material to the Group.

20 EQUITY ACCOUNTED INVESTEES

Company Group
For the year ended 31st March No.of Percentage 2024 2023 2024 2023
shares  of holding Rs.’000 Rs.’000 Rs.’000 Rs.’000
Unquoted
Rainforest Ecolodge (Private) Limited 9,950,968 20.89% 99,510 99,510 - -
Provision for impairment of investment (99,510) (99,510) - -
in Associate
Group
For the year ended 31st March 2024 2023
Rs.’000 Rs.’000
At the beginning of the year - 40,460
Share of loss - (40,460)

At the end of the year - -

(i) The equity accounted investee of the Company is incorporated in Sri Lanka and the registered business place is
located at No 50, Nawam Mawatha, Colombo 02.

(i) Company has neither contingent liabilities nor capital commitments in respect of the equity accounted investees.

(iiiy Company fully impaired its investment in Rainforest Ecolodge (Private) Limited due to the decrease of net assets of
Rainforest Ecolodge (Private) Limited. Key assumptions applied in the impairment test included discount rate of 28%
and terminal growth rate of 1%.

(iv) The main activities of the equity accounted investees are given in page 99.
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(v) Summarised financial information of equity accounted investees as follows:

As at 31st March 2024 2023
Rs.’000 Rs.’000
Revenue 108,333 59,802
Expenses (115,785) (90,530)
Loss after tax (7,452) (30,728)
Non-current assets 306,207 328,394
Current assets 44,229 33,343
Total assets 350,436 361,737
Non-current liabilities 177,525 140,444
Current liabilities 61,979 59,677
Total liabilities 239,504 200,121
Net assets 110,932 161,616

EQUITY INVESTMENTS AT FAIR VALUE THROUGH OCI

The Company designated the investments shown below as equity investments at FVOCI because these equity

investments represent investments that the Company intends to hold for strategic purpose.

Company/Group
As at 31st March 2024 2023
Rs.’000 Rs.’000
Carrying value at the beginning of the year 231,719 198,244
Fair value gain 67,125 33,475
Carrying value at the end of the year 298,844 231,719

2024 2023
Company/Group No. of Fair value No. of Fair value
Shares Rs.’000 Shares Rs.'000
Unquoted

CIC Feeds (Private) Limited 500,000 298,694 500,000 231,569
Equity Investments Lanka (Private) Limited 15,000 150 15,000 150
298,844 231,719

Based on the valuation performed, per share value of CIC Feeds (Private) Limited increased by Rs.134.25 resulting a fair

value gain of Rs.67.12Mn which is recognised in other comprehensive income.

During the year no dividend income was received from these investments.
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Description of significant unobservable input to valuation of CIC Feeds (Private) Limited

Significant unobservable input used in the fair value measurements categorised within level 3 of the fair value hierarchy,
together with the quantitative sensitivity analysis as at 31 March 2024 as follows:

Financial asset Valuation Unobservable inputs Range of unobservable inputs and the
technique sensitivity
Unquoted Market multiples [lliquidity discount applied 1% increase in the illiquidity discount would
derived from of 20%. reduce investment value by Rs.3.73Mn (2023-
Unquoted comparable industry Rs.2.61Mn) and 1% reduction in the illiquidity
peers. discount would increase the investment value

by Rs.3.73Mn (2023- Rs.2.61Mn).

Observable inputs

Company has used the average Price to earings ratios which ranged from 1.9 to 2.9 for the above Non quoted
investment valuation purpose from the market reflective of its peer Companies.

INVENTORIES
Company/Group
As at 31st March 2024 2023
Rs.’000 Rs.’000
Raw materials and consumables 34,099 34,841
Finished goods 141,828 235,409
175,927 270,250
Provision for obsolete and slow moving inventories (Note 22.1) (35,881) (76,232)
Total 140,046 194,018

Inventories are stated at cost or net realisable value, whichever is lower. The breakup of the carrying value on inventories
are as follows:

Company/Group
As at 31st March 2024 2023
Rs.’000 Rs.’000
At Cost 140,046 194,018
At Net Realisable Value - -
Total 140,046 194,018
Provision for Obsolete and Slow Moving Inventories
Company/Group
As at 31st March 2024 2023
Rs.’000 Rs.’000
At the beginning of the year 76,232 30,423
Provision/(reversal) made during the year (24,633) 47,189
Write-off made during the year (15,718) (1,380)
Provision relating to continuing operations 35,881 76,232

* Bank facilities have been obtained on negative pledge of inventories
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23.2

23.3

TRADE RECEIVABLES

Company/Group
As at 31st March 2024 2023

Rs.’000 Rs.’000
Trade receivables from Group Companies (Note 23.1) 19,856 7,312
Other trade receivable 142,527 112,100
Total 162,383 119,412
Less: Provision for impairment for trade receivables (Note 23.2) (20,501) (27,735)
Total 141,882 91,677
*Bank facilities have been obtained on negative pledge of trade receivables.
Trade Receivable from Group Companies

Company/Group
As at 31st March 2024 2023

Rs.’000 Rs.’000
CIC Holdings PLC 2,549 63
CIC Dairies (Private) Limited 4,817 5,800
CIC Agri Businesses (Private) Limited 5,717 1449
Link Natural Products (Private) Limited 6,773 -
Total 19,856 7,312
Provision for Impairment for Trade Receivables

Company/Group
As at 31st March 2024 2023

Rs.’000 Rs.’000
At the beginning of the year 27,735 62,776
Reversal of provision made during the year (4,420) (685)
Write-off during the year (2,814) (34,356)
At the end of the year 20,501 27,735
Provision relating to continuing trade receivables 20,501 27,735
Trade Receivables Currency-Wise

Company/Group
As at 31st March 2024 2023

Rs.’000 Rs.’000
Sri Lankan Rupees 162,383 119,412
Total 162,383 119,412
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24 OTHER RECEIVABLES

Company Group

As at 31st March 2024 2023 2024 2023
Rs.’000 Rs.’000 Rs.’000 Rs.’000

Non Trade Receivable from Group companies (Note 24.1) 122 142 122 142
Other non trade receivables (Net) 28,143 17,576 28,143 17,576
VAT receivable 27,474 13,189 27,474 13,189
Loans to employees 477 571 477 571
Total 56,216 31,478 56,216 31,478

241 Non Trade Receivable from Group Companies
Company Group

As at 31st March 2024 2023 2024 2023
Rs.’000 Rs.’000 Rs.’000 Rs.’000

Chemcel (Private) Limited 8,925 8,802 - -
Unipower (Private) Limited 61 48 61 48
CIC Lifesciences (Private) Limited - 16 - 16
CISCO Speciality Packaging (Private) Limited - 5 - 5
CIC CropGuard (Private) Limited 61 73 61 73
9,047 8,944 122 142

Less: Provision for impairment (8,925) (8,802) o -
Total 122 142 122 142

(A) Receivable from Chemcel (Private) Limited is being fully impaired. Credit terms and conditions of the other related

party non-trade receivables are similar to the terms and conditions provided for non-related party customers. There
are security deposits received from customers whom the Company rent out its leased premises, including related
companies.

25 EQUITY INVESTMENTS AT FAIR VALUE THROUGH OCI

Company/Group
As at 31st March 2024 2023

Rs.’000 Rs.’000
Carrying value at the beginning of the year 2,005,369 1,973,261
Additions 327,645 73,488
Fair value gain/ (loss) 837,680 (38,228)
Disposal - (8,152)
Carrying value at the end of the year 3,170,694 2,005,369
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25.1 Company/Group - detailed wise

Company/Group Company/Group
As at 31st March 2024 2023
No. of Market Fair value No. of Market Fair value
Shares price/share ‘Rs. ‘000 Shares  price/share ‘Rs. ‘000
Hatton National Bank PLC 1,373,381 180 247,209 1,317,392 129.50 170,602
John Keells Holdings PLC 15,069,515 194 2,923,486 13,105,475 140.00 1,834,767
Total 3,170,694 2,005,369

During the year Company purchased 1,964,040 shares of John Keells Holdings PLC.

26 CASH AND CASH EQUIVALENTS
26.1 Favourable cash and cash equivalents

Company Group
As at 31st March 2024 2023 2024 2023
Rs. '000 Rs. '000 Rs. '000 Rs. '000
Cash and bank balances 100 25,889 100 25,889
REPO investments - 112,536 - 112,536
100 138,425 100 138,425
26.2 Unfavourable cash and cash equivalents
Company Group
As at 31st March 2024 2023 2024 2023
Rs. '000 Rs. '000 Rs. '000 Rs. '000
Bank overdrafts 60,923 - 60,923 -
Money market borrowings 105,200 - 105,200 -
166,123 - 166,123 -
Cash and cash equivalents classified as assets held for distribution _ - 52,912 53,211
Cash and cash equivalents for the purpose of cash flow statements (166,023) 138,425 (113,111) 191,636
27 STATED CAPITAL
2024 2023
As at 31st March No. of Shares Rs. '000 No. of Shares Rs. '000
Ordinary Shares
As at the beginning of the year 15,707,312 126,250 15,707,312 126,250
As at the end of the year 15,707,312 126,250 15,707,312 126,250

In 2019/20, as resolved by the Board of Directors of Chemanex PLC to repurchase a maximum of 1,575,000 of its
Ordinary Shares at a price of Rs.63/- per share on a Pro Rata basis of 1 share for every 10 shares held, Company
repurchased 42,688 shares at a sum of Rs.2,689,344. This reduced the number of shares to 15,707,312 and no impact
on the stated capital. Effective date of the transaction was 06 December 2019.

The holders of Ordinary Shares are entitled to receive dividend as declared from time to time and are entitled to one vote
per share at meetings of the Company.




28

29

30
30.1

30.2

CAPITAL RESERVES

Company Group
As at 31st March 2024 2023 2024 2023
Rs. '000 Rs. '000 Rs. '000 Rs. '000
At the beginning of the year - - 3,000 3,000
At the end of the year - - 3,000 3,000

Capital reserves consist of reserve on scrip issue which is originated from post-acquisition scrip issue made by a
subsidiary.

REVENUE RESERVES

Summary
Company Group
As at 31st March 2024 2023 2024 2023
Rs. '000 Rs. '000 Rs. '000 Rs. '000
Retained earnings 2,579,442 2,508,368 2,662,842 2,592,098
Fair value reserves 837,550 (47,118) 836,329 (50,245)

3,416,992 2,461,250 3,499,171 2,541,853

Revenue reserves comprises of retained earnings and fair value reserves.

The fair value reserve arises on the fair value change of financial assets recognised in the other comprehensive income.

LOANS AND BORROWINGS
Loans and Borrowings
Company/Group

As at 31st March 2024 2023

Rs.’000 Rs.’000
Lease liability relating to ROU asset (Note 30.2) 6,748 13,762
Bank overdraft 60,923 -
Money market borrowings 105,200 -

172,871 13,762
Lease Liability Relating to ROU Asset

Company/Group

As at 31st March 2024 2023

Rs.’000 Rs.’000
At the beginning of the year 13,762 6,276
Addition during the year - 15,224
Interest charge 2,868 1,241
Repayments during the year (9,882) (8,979)
At the end of the year 6,748 13,762
Less: Repayable within one year (6,748) (9,882)
Repayable after one year - 3,880
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30.3 Loans and Borrowings Repayable Within One Year from the Year End

Company/Group
As at 31st March 2024 2023
Rs.’000 Rs.’000
Lease liabilities relating to ROU asset 6,748 9,882
Bank overdrafts 60,923 -
Money market borrowings 105,200 -
Total 172,871 9,882

30.4 Loans and Borrowings Repayable After One Year from the Year End

Company/Group
As at 31st March 2024 2023
Rs.’000 Rs.’000
Lease liabilities - 3,880
- 3,880

31 RETIREMENT BENEFIT OBLIGATIONS

Company/Group
As at 31st March 2024 2023
Rs.’000 Rs.’000

Present value of the gratuity

At the beginning of the year 3,259 2,343
Current service cost 652 486
Benefits paid (635) -
Interest cost 586 351
Actuarial losses 1,953 79
At the end of the year 5,815 3,259

31.1 Retirement benefit cost is recognised in the following line items in the Statements of Profit or Loss and Other
Comprehensive Income.

Company/Group
As at 31st March 2024 2023
Rs.’000 Rs.’000
Distribution expenses 1,228 834
Administrative expenses 10 3
1,238 837
Other comprehensive income 1,953 79
Total 3,191 916

The gratuity liability of the Company, and the Group is based on the actuarial valuation carried out by Actuarial and
Management Consultants (Private) Limited, a firm of professional actuaries. The liability is not externally funded and it is
a non-contributory defined benefit plan.
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31.2

31.3

31.4

LKAS 19 requires the use of actuarial techniques to make a reliable estimate of the amount of retirement benefits that
employees have earned in return for their service in the current and prior periods and discount that benefit using
projected unit credit method in order to determine the present value of the retirement benefit obligation and the current
service cost. This requires an entity to determine how much benefit is attributable to the current and prior periods and
to make estimates about demographic variables and financial variables that will influence the cost of the benefit. The

following key assumptions were made in arriving at the above figure.

2024 2023
Rate of discount 13% 18%
Salary increase 12% 15%
Retirement age (Management Staff) 60 Years 60 Years
Staff turnover rate-up to age 54 6% 6%
Staff turnover rate-after age 54 0% 0%

Assumptions regarding future mortality are based on a 67/70 mortality table, issued by Institute of Actuaries, London.

Weighted average retirement age of the Company is 8.9 years.

The demographic assumptions underlying the valuation with respect to retirement age, early withdrawals from the

services and retirement on medical grounds.

Sensitivity of Assumptions Used

A change in discount rate and in salary increase would change the present value of the retirement benefit obligations as

follows:
Increase by 1% Decrease by 1%
As at 31st March Discount Future Salary Discount Future Salary
Rate Growth Rate Growth
Rs. '000 Rs. '000 Rs. '000 Rs. '000
As at 31st March 2024
Company/Group - the present value change in retirement (430) 520 492 (461)
benefit obligations
As at 31st March 2023
Company/Group - the present value change in retirement (219) 268 248 (239)

benefit obligations

Below table summarises the maturity profile of the defined benefit obligation

Company/Group
As at 31st March 2024 2023

Rs.’000 Rs.’000
Within the next 12 months 505 377
Between 1-2 years 340 471
Between 2-5 years - 645
Between 5-10 years 1,634 703
Beyond 10 years 3,336 1,063
Total 5,815 3,259
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31.5 Employee benefit expenses

Company/Group
As at 31st March 2024 2023
Rs.’000 Rs.’000
Wages and salaries 13,551 10,803
Expenses related to post-employment defined benefit plans 1,238 837
Total 14,789 11,640

During the financial year 2021/22, the pension arrangement was adjusted to reflect new legal requirement as per
Minimum Retirement Age of Workers Act No.28 of 2021 regarding the retirement age.

32 TRADE PAYABLES

Company/Group
As at 31st March 2024 2023
Rs.’000 Rs.’000
Bills payable 15,830 744
Other trade payables 11,506 6,598
Total 27,336 7,342
32.1 Currency - Wise Trade Payables
Company/Group
As at 31st March 2024 2023
Rs.’000 Rs.’000
US Dollars 15,830 744
Sri Lankan Rupees 11,506 6,598
27,336 7,342
33 INCOME TAX PAYABLE
Company/Group
As at 31st March 2024 2023
Rs.’000 Rs.’000
At the beginning of the year 53,524 2,282
Provision made during the year 26,561 82,975
Payment made during the year (72,282) (31,733)
At the end of the year 7,803 53,524
34 ACCRUALS AND OTHER PAYABLES
Company Group
As at 31st March 2024 2023 2024 2023
Rs. '000 Rs. '000 Rs. '000 Rs. '000
Other payables to Group Companies (Note 34.1) 89,993 81,402 19,685 10,970
Other payables 26,101 42,860 26,101 42,860
Accruals 1,632 1,041 1,632 1,041
117,726 125,303 47,418 54,871
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35

36

37

37.1

37.1.1

37.1.2

37.1.3

37.1.4

Other payables to Group Companies

Company Group
As at 31st March 2024 2023 2024 2023
Rs. '000 Rs. '000 Rs. '000 Rs. '000
Chemanex Exports (Private) Limited 70,308 70,432 - -
CIC Holdings PLC 19,685 10,970 19,685 10,970
89,993 81,402 19,685 10,970

CAPITAL COMMITMENT
There are no material capital commitments, which have been approved or contracted for as at the reporting date.

CONTINGENT LIABILITIES

There are no material contingent liabilities as at the reporting date, which require adjustment and/or disclosure in the
Financial Statements.

LEASES
See accounting policy in Note 3.10

Leases as lessee (SLFRS 16)

Chemanex PLC has entered into a lease agreement with O L M Macan Macar Limited for the purpose of operating the
registered office of the Company. Company has sub - leased this office premises to Unipower (Private) Limited, CIC
CropGuard (Private) Limited and CAL Exports Lanka (Private) Limited.

Right-of-use-assets

Right-of-use-assets related to leased properties that do not meet the definition if investment property are presented as
property, plant and equipment. (See Note 16)

Amounts recognised in profit or loss

Company/Group
As at 31st March 2024 2023
Rs.’000 Rs.’000
Interest on lease liabilities 2,868 1,241
Amount recognised in statement of cash flows
Company/Group
As at 31st March 2024 2023
Rs.’000 Rs.’000
Settlement of lease liability (9,882) (8,979)

Extension options

Some property leases contain extension options exercisable by the Group before the end of the non-cancellable
contract period. Where practicable, the Group seeks to include extension options in new leases to provide operational
flexibility. The Group assesses at lease commencement date whether it is reasonably certain to exercise the extension
options. The Group reassesses whether it is reasonably certain to exercise the options if there is a significant event or
significant changes in circumstances within the control.
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37.1.5 Maturity analysis- Contractual undiscounted cash flows

37.2

37.21

38

Company/Group
As at 31st March 2024 2023
Rs.’000 Rs.’000
Less than one year 7,411 9,882
Less than one year and not later than five years - 7411
Total undiscounted lease liability 7,411 17,293

Leases as Lessor

The Group leases out its leased properties. All leases are classified as operating leases from a lessor perspective with
the exception of a sub-lease, which the Group has classified as a finance sub-lease.

Operating lease

The Group sub-leased a building that has been presented as part of right-of-use asset. The Group has classified these
leases as operating leases, because they do not transfer substantially all of the risks and rewards incidental to the
ownership of the assets and the lease period is also for a shorter term.

Rental income recognised by the Group during 2024, is Rs.15.25Mn (2023-Rs.13.86Mn).
Undiscounted lease payments to be received within less than nine months after the year end is Rs.7.30Mn

EVENTS AFTER THE REPORTING DATE
Final dividend deceleration

The Board of Directors has recommended a final dividend of Rs.2.50 per share amounting to Rs.39.27 Mn on the issued
capital of Ordinary shares which is payable on 18th July 2024 if approved by the Shareholders at the Annual General
Meeting. This dividend will be paid out of the dividend received.

Other than the above, no other events have taken place which requires adjustments to or disclosure in the Financial
Statements.

Chemanex PLC

Annual Report 2023/24




39 RELATED PARTY DISCLOSURE

The Company carried out transactions in the ordinary course of the business on an arm’s length basis at commercial
rates with parties who are defined as Related Parties as per the Sri Lanka Accounting Standards - LKAS 24 ‘Related
Party Disclosures’, except for the transactions that the Key Management Personnel (KMP) have availed under schemes
uniformly applicable to all staff at concessionary rates.

39.1 Parent and Ultimate Controlling Party

Ultimate Parent Company of the Group is Paints and General Industries Limited and the Parent Company of the Group is
CIC Holdings PLC.

Transactions with Paints and General Industries Limited

As at 31st March 2024 2023

Rs. Mn Rs. Mn
Sale of goods 5185 5.64
Trade receivable 1.14 -

Transactions with CIC Holdings PLC

As at 31st March 2024 2023

Rs.’000 Rs.’000
Dividend paid 19.84 15.88
Sale of goods 11.36 8.93
Rent paid 13.15 12.98
Staff cost paid 13.57 9.08
Staff cost received 1.00 2.57
Service charges paid 21.01 17.08
Trade receivable 2.55 0.06
Non trade payable 19.68 10.97

Company has neither given nor obtained corporate guarantees from its parent company or ultimate parent company.

39.2 Key Management Personnel (KMP)

Key Management Personnel are those persons having authority and responsibility for planning, directing and controlling
the activities of the entity directly or indirectly.

KMP of the Company

The Board of Directors (including Executive and Non-Executive) of the Company have been classified as KMP of the
Company.

KMP of the Group

The Board of Directors (including Executive and Non-Executive) of the Company and the Board of Directors of the
holding company have been classified as KMP of the Group. The officers who are only Directors of subsidiaries and not
of the company have been classified as KMP for that subsidiary.

39.3 Transactions with KMP
a) Loans to Directors

No loans have been granted to the Directors of the Company/ Group
b) Key Management Personnel Compensation

The details of compensation are given in note 11 to the Financial Statements.
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c) Other Transactions with Key Management Personnel

The names of Directors of Chemanex PLC, who are also Directors of subsidiary and the equity accounted investees are
stated on page 99.

d) Details of Directors and their spouses’ shareholdings are given in the Annual Report of the Board of Directors on the
State of Affairs of the Company on page 30.

e) Transactions in the ordinary course of the business with the entities where Board of Directors of the Company and the
Holding Company and their close family members have substantial holdings/influence.

As at 31st March 2024 2023
Rs.’000 Rs.’000
Polypak Secco Limited 744 1,889

There were no other transactions with Key Management Personnel other than those disclosed above.

39.4 Transactions with subsidiaries and fellow subsidiaries.
(i) Companies within the Group engage in trading transactions under normal commercial terms and conditions.

(i) Company provides office space to some fellow subsidiaries and charge rent. Further it pays rent to the parent
company for utilising its premises.

(i) Company has neither given or obtained corporate guarantees from its subsidiaries or fellow subsidiaries.

39.4.1 Recurring transactions

As at 31st March Relationship Nature of the Transaction 2024 2023
Rs. Mn Rs. Mn

Chemanex Exports (Private) Limited Subsidiary Reimbursement of expenses 0.12 0.10

CIC Agri Businesses (Private) Limited  Fellow Sales 14.37 4.43
Subsidiary Dividend paid 1.11 0.89

CIC Dairies (Private) Limited Fellow Sales 25.20 20.81

Link Natural Products (Private) Limited  Fellow Sales 33.75 43.61
Subsidiary 6.77

CIC CropGuard (Private) Limited Fellow Service charges 0.07 0.18
Subsidiary Rent received 3.22 3.01

CISCO Specialty Packaging (Private) Fellow Service charges 0.02 0.06

Limited
Subsidiary

CIC Lifesciences Limited Fellow Service charges 0.07 0.19
Subsidiary

Unipower (Private) Limited Fellow Service charges 0.59 0.62
Subsidiary Rent income received 4.64 4.22

There were no recurrent related party transactions which in aggregate value exceeds 10% of the consolidated revenue
of the Group as per 31st March 2023 audited Financial Statement, which required additional disclosures in the 2023/24
Annual Report under Colombo Stock Exchange Listing Rules 9.14.8(2) and Code of Best Practices on Related Party
Transactions issued by the Securities and Exchange Commission.
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39.4.2 Non-Recurring Transactions
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From 07.10.2023 to 31.03.2024 Company has purchased 454,335 shares in John Keells Holdings PLC amounting to
Rs.86.55Mn.

There were no non-recurring related party transactions which in aggregate value exceeds 10% of the equity (Rs.266.83
Mn) or 5% of the total assets (Rs.140.10 Mn), whichever is lower, of the Company as at 31st March 2023 audited
Financial Statements, which required additional disclosures in the 2023/24 Annual Report under Colombo Stock
Exchange Listing Rule 9.3.2 and Code of Best Practices on Related Party Transactions issued by the Securities and
Exchange Commission.

FINANCIAL INSTRUMENTS
Risk Management

The Group’s principal financial liabilities comprise of loans and borrowings and trade and other payables. The main
purpose of these financial liabilities is to finance the Group’s operations and to provide guarantees to support its
operations. The Group has trade and other receivables and cash and cash equivalents that derive directly from its
operations. The Group also holds equity instruments as investments. Therefore, the Group is exposed to market risk,
credit risk and liquidity risk.

Risk Management Framework

The Group’s senior management oversees the management of these risks. The Group’s senior management is
supported by the Board of Directors that advises on financial risks and appropriate financial risk governance framework
for the Group. The Board of Directors review and agree on policies for managing most of these risks which are
summarised below.

Credit risk

Credit risk is the risk of financial loss to the Group if a customer or counterparty to a financial instrument fails to meet its
contractual obligations, and arises principally from the Group’s receivables from customers.

Company/Group
As at 31st March 2024 2023
Rs.’000 Rs.’000
Exposure to credit risk
Equity securities-fair value through OCI 3,469,538 2,237,088
Trade receivable 141,882 119,412
Other receivable 56,216 31,478
Total 3,667,636 2,387,978
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NOTES TO THE FINANCIAL STATEMENTS

Trade and other receivables

The Company’s exposure to credit risk is influenced mainly by the individual characteristics of each customer. However,
management also considers the demographics of the Group’s customer base, including the default risk of the industry
and area in which customers operate, as these factors may have an influence on credit risk.

The senior management has established a credit policy under which each new customer is analysed individually for
creditworthiness before the Group’s standard payment and delivery terms and conditions are offered. The Group’s
review includes external ratings, when available, and in some cases bank references. Purchase limits are established for
each customer, which represents the maximum open amount without requiring approval from the Senior Management.
Customers that fail to meet the Group’s benchmark creditworthiness may transact with the company only on prepayment
or cash basis.

A significant percentage of the Company’s customers are transacting with the Company for more than five years. In
monitoring customer credit risk, customers are grouped according to their credit characteristics, including whether
they are institutes, government or distributors, their geographic location, industry, aging profile, maturity and existence
of previous financial difficulties. Customers that are graded as ‘high risk’ are placed on a restricted customer list and
monitored by the management, and future sales are made on a prepayment or cash basis.

The Company establishes an allowance for impairment that represents its estimate of expected losses in respect of trade
and other receivables. The main components of this allowance are a specific loss component that relates to individually
significant exposures, and a collective loss component established for group of similar assets in respect of losses

that have been incurred but not yet identified. The collective loss allowance is determined based on historical data of
payment statistics of those receivables and future macro economic conditions.

The Company is closely monitoring the economic environment in the country and is taking necessary measures to limit
its exposure to customers experiencing particular economic volatility.

Group
As at 31st March 2024 2023
Rs.’000 Rs.’000
Domestic 141,882 91,677
Total 141,882 91,677

Impairment losses
All trade receivables that are past due, have been considered for impairment as at 31st March 2024.

The movement in the allowance for impairment of trade receivables is disclosed in Note No. 23.2.

The following table provides information about the exposure to credit risk and ECLs for trade receivables and contracts
assets for customers as at 31st March 2024.

As at 31st March 2024 2023
Gross  Impairment Net Gross  Impairment Net
receivable receivable
Rs'000 Rs'000 Rs'000 Rs’000 Rs’000 Rs'000
Corporate and Government 155,071 (20,501) 134,570 105,122 (20,757) 84,365
Distributors - - - 6,978 (6,978) -
Others 7,312 - 7,312 7,312 - 7,312
Total 162,383 (20,501) 141,882 119,412 (27,735) 91,677

Following table includes the ageing of the trade receivable as at the reporting date




As at 31st March 2024 2023

Gross  Impairment Net Gross  Impairment Net

receivable receivable

Rs'000 Rs'000 Rs'000 Rs’000 Rs’000 Rs'000

Not past due 144,724 (3,202) 141,522 100,048 (8,491) 91,557
Past due 31-120 days 532 (172) 360 200 (80) 120
Past due more than 120 days 17,127 (17,127) - 19,164 (19,164) -
Total 162,383 (20,501) 141,882 119,412 (27,735) 91,677

Equity securities
The Group limits its exposure to credit risk by investing only in liquid equity securities

The Group has recognised its equity securities at its fair value.

Cash and cash equivalents

The company held cash and cash equivalents of Rs.0.1Mn as at 31 March 2024, (2023: Rs, 138.42Mn) which represents
its maximum credit exposure on these assets. The cash and cash equivalents are held with bank and financial institution
counter parties, which are rated considerably higher based on rating agency ratings.

Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting the obligations associated with its financial
liabilities that are settled by delivering cash or another financial asset. The Company’s approach to managing liquidity is
to ensure, as far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both normal
and stressed conditions, without incurring unacceptable losses or risking damage to the Group’s reputation.

The Group aims to maintain the level of its cash and cash equivalents and other highly marketable debt investments at
an amount in excess of expected cash outflows on financial liabilities.

The Company and the Group held the following short term financial liabilities as at 31st March 2024

(Refer Note 37.1.5 for the maturity analysis of undiscounted cash flows of the lease liability)

Company

As at 31st March 2024 On Demand Less than 90-365 1-5 years

90 days days

Rs'000 Rs'000 Rs'000
Trade payables - 27,336 = =
Accruals and other payables - 117,727 = =
Bank overdraft 60,923 = = =
Money market borrowings 105,200 - = =
Lease liabilities - - 6,748 -
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Group
As at 31st March 2024 On Demand Less than 90-365 1-5 years
90 days days
Rs'000 Rs'000 Rs'000
Trade payables - 27,336 = =
Accruals and other payables - 47,419 - -
Bank overdraft 60,923 - - -
Money market borrowings 105,200 = = o
Lease liabilities - - 6,748 -
Company
As at 31st March 2023 On Demand Less than 90-365 1-5 Years
90 days days
Rs'000 Rs'000 Rs'000 Rs'000
Trade payables - 7,342 - -
Accruals and other payables - 125,303 - -
Lease liabilities - - 9,882 3,880
Group
As at 31st March 2023 On Demand Less than 90-365 1-5 Years
90 days days
Rs'000 Rs'000 Rs'000 Rs'000
Trade payables - 7,342 - -
Accruals and other payables - 54,871 - -
Lease liabilities - - 9,882 3,880
Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates and equity prices will
affect the Group’s income or the value of its holdings of financial instruments. The objective of market risk management
is to manage and control market risk exposures within acceptable parameters, while optimising the return.

Summary of the Group’s investment in equity market is as follows

As at 31st March 2024 2023

Rs.’000 Rs.’000
Equity Securities - FVOCI 3,469,538 2,237,088
Sensitivity Analysis

The Group’s investments in listed shares are sensitive to the fluctuations in the market prices quoted in the Colombo
Stock Exchange. The impact to the Group, of a reasonable possible strengthening (weakening) in the market price of
shares is reflected below:
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Equity net of tax

As at 31st March Strengthening  Weakening
Rs.’000 Rs.’000
Market price fluctuations of 10% 317,069 (317,069)

Currency risk

The Group is exposed to currency risk on sales, purchases that are denominated in a currency other than the respective
functional currencies of entities. The currencies in which these transactions primarily are denominated are Euro, USD
and Sterling Pound.

Effects of currency rate fluctuations of imported materials and finished goods are transferred in a reasonable manner
keeping in line with the prices in the market.

Exposure to currency risk
The summary quantitative data about the Group’s exposure to currency risk as reported to the management of the Group

is as follows:

As at 31st March 2024 2023
in thousands uUsD UsD
Trade payables (52) (2)

Followings are the exchange rate used for the translation of transaction denominated in foreign currencies.

2024 2023
As at 31st March Selling rate  Buying rate Average Selling rate  Buying rate Average
rate rate
Rs. Rs. Rs. Rs. Rs.
US Dollar 305.33 295.54 301.18 336.01 318.28 327.29

Sensitivity Analysis

A reasonably possible strengthening (weakening) of the USD and Euro against all other currencies at reporting date
would have affected the measurement of financial instruments denominated in a foreign currency and affected equity
and profit or loss by the amounts shown below. This analysis assumes that all other variables, in particular interest arts,
remain constant and ignores any impact of forecast sales and purchases.

Profit or loss Equity net of tax
2024 Strengthening ~ Weakening  Strengthening ~ Weakening
Rs.000 Rs.000 Rs.000 Rs.000
US Dollar (5% movement) 792 (792) 792 (792)
Profit or loss Equity net of tax
2023 Strengthening  Weakening  Strengthening ~ Weakening
Rs.000 Rs.000 Rs.000 Rs.000
US Dollar (5% movement) 37 (37) 37 (37)
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Interest rate risk
Profile
At the reporting date, the interest rate profile of the Group’s interest bearing financial instruments was as follows:

As at 31st March 2024 2023
Rs.’000 Rs.’000
Fixed rate instruments

Financial assets - 112,536
Financial liabilities (6,748) (13,762)
(6,748) 98,774

Variable rate instruments
Financial assets 100 25,889
Financial liabilities (166,123) -
(166,023) 25,889

Cash sensitivity for variable rate instruments

A reasonably change of 100 basis points in interest rate at the reporting date would have increased/(decreased) equity
and profit or loss by the amounts shown below. This analysis assumes that all other variables remain constant:

Profit or loss Equity net of tax

2024 Strengthening  Weakening  Strengthening ~ Weakening

Rs.000 Rs.000 Rs.000 Rs.000
Variable rate instrument
Cash flow sensitivity (Net) (1,660) 1,660 (1,660) 1,660
2023
Variable rate instrument
Cash flow sensitivity (Net) 259 (259) 259 (259)

Capital Management

The Group’s policy is to maintain a strong capital base so as to maintain investor, creditor and market confidence and to
sustain future development of the business. Capital Consists of total equity. The Board of Directors monitors the return on
capital as well as the level of dividends to ordinary shareholders.

The Board of Directors seeks to maintain a balance between the higher returns that might be possible with higher levels
borrowings and the advantages and security afforded by a sound capital position.

The Group monitors capital using an adjusted net debt to equity ratio, which is adjusted net debt divided by adjusted
equity. For this purpose, adjusted net debt is defined as total liabilities (which includes interest bearing borrowings and
obligations under finance leases excluding lease liability under SLFRS 16) plus unaccrued proposed dividends, less
cash and equivalents. Adjusted equity comprises all components of equity other than amounts recognised in equity
relating to cash flow hedges, less unaccrued proposed dividends.
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The Company’s and Group’s adjusted net debt to equity ratio at the end of the reporting period was as follows;

Company

As at 31st March 2024 2023

Rs.’000 Rs.’000
Total debts 205,390 -
Less: Cash and cash equivalents (100) (99,157)
Net debt 205,290 (99,157)
Total equity 3,543,242 2,587,500
Adjusted equity 3,503,975 2,548,233
Net debt to adjusted equity ratio (times) 0.06 (0.04)

Group

As at 31st March 2024 2023

Rs.’000 Rs.’000
Total debts 205,390 -
Less: Cash and cash equivalents (100) (99,157)
Net debt 205,290 (99,157)
Total equity 3,625,589 2,668,302
Adjusted equity 3,586,322 2,629,034
Net debt to adjusted equity ratio (times) 0.06 (0.04)

Accounting classifications and fair value

The value of financial assets and liabilities, together with carrying amounts shown in the statement of financial position as

follows:
Company Fair Value Financial Other Carrying Fair Value
through OCI assets at financial amount
amortised liabilities
cost

Rs'000 Rs'000 Rs'000 Rs'000 Rs'000

As at 31/03/2024
Cash and cash equivalent - 100 - 100 100
Trade receivable - 141,882 - 141,882 141,882
Other receivable - 56,216 - 56,216 56,216
Equity investments at fair value through OCI 3,469,538 - - 3,469,538 3,469,538
3,469,538 198,198 - 3,667,736  3,667.736
Trade payables - - (27,336) (27,336) (27,336)
Other payables - - (117,726) (117,726) (117,726)
Lease liabilities - - (6,748) (6,748) (6,748)
Bank overdrafts - - (60,923) (60,923) (60,923)
Money Market Borrowings - - (105,200) (105,200) (105,200)
- - (317,933) (317,933) (317,933)

Chemanex PLC

Annual Report 2023/24




NOTES TO THE FINANCIAL STATEMENTS

Company Fair Value Financial Other Carrying Fair Value
through OCI assets at financial amount
amortised liabilities
cost

Rs'000 Rs'000 Rs'000 Rs'000 Rs'000

As at 31/03/2023
Cash and cash equivalent - 138,425 - 138,425 138,425
Trade receivable - 91,677 - 91,677 91,677
Other receivable - 31,478 - 31,478 31,478
Equity investments at fair value through OCI 2,237,088 - - 2,237,088 2,237,088
2,237,088 261,850 2,498,668 2,498,668
Trade payables - - (7,342) (7,342) (7,342)
Other payables - - (125,303) (125,303) (125,303)
Lease liabilities - - (13,762) (13,762) (13,762)
- - (146,407) (146,407) (146,407)
Group Fair Value Financial Other Carrying Fair Value

through OCI assets at financial amount
amortised liabilities
cost

Rs'000 Rs'000 Rs'000 Rs'000 Rs'000

As at 31/03/2024
Cash and cash equivalent - 100 - 100 100
Trade receivable - 141,882 - 141,882 141,882
Other receivable - 56,216 - 56,216 56,216
Equity investments at fair value through OCI 3,469,538 - - 3,469,538 3,469,538
3,469,538 198,198 . 3,667,736 3,667,736
Trade payables - - (27,336) (27,336) (27,336)
Other payables - - (47,418) (47,418) (47,418)
Lease liabilities - - (6,748) (6,748) (6,748)
Bank overdrafts - - (60,923) (60,923) (60,923)
Money Market Borrowings - - (105,200) (105,200) (105,200)
- - (247,625) (247,625) (247,625)
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Group Fair Value Financial Other Carrying Fair Value
through OCI assets at financial amount
amortised liabilities
cost
Rs'000 Rs'000 Rs'000 Rs'000 Rs'000
As at 31/03/2023
Cash and cash equivalent - 138,425 - 138,425 138,425
Trade receivable - 91,677 - 91,677 91,677
Other receivable - 31,478 - 31,478 31,478
Equity investments at fair value through OCI 2,237,088 R R 2,237,088 2,237,088
2,237,088 261,580 . 2,498,668 2,498,668
Trade payables - _ (7,342) (7,342) (7,342)
Other payables - R (54,871) (54,871) (54,871)
Lease liabilities - R (13,762) (13,762) (13,762)
_ - (75,975) (75,975) (75,975)
Fair value measurement hierarchy
Level 01 Level 02 Level 03
As at 31st March 2024 2023 2024 2023 2024 2023
Company Rs’000 Rs’000 Rs’000 Rs’000 Rs’000 Rs’000
Recurring fair value measurements-
Assets measured at fair value
Equity Investment 3,170,694 2,005,369 - - 298,844 231,719
3,170,694 2,005,369 - - 298,844 231,719
Non - recurring fair value
measurements-
Net asset classified as held for sale 47,000 47,000

and distribution
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Level 01 Level 02 Level 03

As at 31st March 2024 2023 2024 2023 2024 2023
Group Rs’000 Rs’000 Rs’000 Rs’000 Rs’000 Rs’000
Recurring fair value measurements-
Assets measured at fair value
Equity Investment 3,170,694 2,005,369 - - 298,844 231,719
Equity Investment classified within 6,291 4,245 - - - -
Assets relating to Discontinued
Operations

3,176,985 2,009,614 - - 298,844 231,719

Level 3 recurring fair values
Reconciliation of level 3 fair values

Note Equity

securities

Balance as at 01 April 2022 21 198,244
Gain included in OCI

Net change in fair value (unrealised) 33,475

Balance as at 31 March 2023 231,719

Balance as at 01 April 2023 231,719
Gain included in OCI

Net change in fair value (unrealised) 67,125

Balance as at 01 April 2024 298,844
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Sensitivity Analysis
For the fair values of equity securities, reasonably possible changes at the reporting date to one of the significant
unobservable inputs, holding other inputs constant, would have the following effects.

OCI net of Tax

As at 31st March 24 Increase Decrease
Rs.’000 Rs.’000
Adjusted market multiple by 1% (2,091) 2,091

Operational Risk

Operational risk is the risk of direct or indirect loss arising from a wide variety of causes associated with the Group’s
processes, personnel, technology and infrastructure, and from external factors other than credit, market and liquidity
risks, such as those arising from legal and regulatory requirements and generally accepted standards of corporate
behaviour. Operational risks arise from all of the Group’s operations. The Group’s objective is to manage operational risk
so as to balance the avoidance of financial losses and damage to the Group’s reputation with overall cost effectiveness
and to avoid control procedures that restrict initiative and creativity.

Group evaluates its resilience of its businesses considering the factors such as cash reserves, potential sources of
financing, foreign currency receipts and profitability; if required and possibility of differing of non-essential capital
expenditure. Further, since there is a possibility of default risk from the customers, Group, at each business level a
disciplined approach has been adopted to optimise the collection via a rigid credit control management process. Group
did not extend the credit terms other than in the normal business terms due to the current economic condition.

Further, Group has negotiated with its foreign suppliers and has negotiated better terms to reduce the negative impact
of currency fluctuations. And also the Group has not determined impairment on property, plant & equipment as at the
reporting date due to negative impact of the change in macro economic condition. Business operations are carrying
forward under the business continuity plan, allowing operations to function through alternative working arrangements
while encouraging the cost saving mechanisms.

The Management will continue to monitor the situation and take required mitigating actions to minimise the impact of the
country’s rapidly changing macro economic factors while ensuring that the business operations are carried out without
disruption while ensuring the health and safety of the employees and satisfaction of the customers of the Group.
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TEN YEAR GROUP PERFORMANCE

Income Statement 2024 2023 2022 2021 2020 2019 2018 2017 2016 2015
SLFRS ~ SLFRS  SLFRS  SLFRS  SLFRS  SLFRS SLFRS  SLFRS  SLFRS  SLFRS
Rs'000  Rs'000 Rs'000  Rs'000 Rs'000 Rs'000 Rs'000 Rs'000 Rs'000  Rs'000
Revenue 788,965 1,063,645 639,680 441,401 395850 460,005 723582 823,690 1,444,004 1,286,887
Gross profit 188,561 397,817 166,328 103,477 82574 90,410 141552 169,159 265,191 207,672
Financing cost (11,874) (10,972)  (8,788) 5944 39874 42,294 39,976 (6,059)  (5,463) (12,520)
Share of profit of equity accounted investees - (40,460)  (6,109) (40,623) 8,938 12,861 13,093 9,609 20,667  (18,260)
Profit before taxation 141,172 255562 127,803 34,621 237,288 101,816 379,010 58474 79,208 18,804
Income tax expense (29,340) (85,698) (30,446) (15,473) (10,181)  (8,986) 4951 (27,346) (27,056)  (6,622)
Profit/(loss) for the year from discontinued operations (484) 7,686 14,445 4,378 2218 28,750 (154,265) 39,384 (6,229) 7,684
Profit after taxation 111,348 177,550 111,802 23526 229,325 121,580 229,696 70,512 45923 19,866
Non-controlling interest (31) (33) (24) - (131) 2,118 (29,428) 3,719 6,042 7,927
Profit attributable to equity holders of the company 111,379 177,583 111,826 23,526 229,456 119,462 259,124 66,793 39,881 11,939
Balance Sheet
Net Assets
Property,plant & equipment 19,999 28,399 4,692 38339 37,191 277 1,850 232,413 233,998 146,201
Investment in sub-lease - 14,547 -
Investment property - - - - 40,247
Intangible assets 660 799 938 1,077 1,216 1,355 - - - -
Investments 298,844 231,719 238,704 238,658 272,852 416,944 462,605 435,618 359,475 342,618
Deferred tax assets 14,217 15,740 26,056 19,147 12,354 22,154 12,277 13,073 12,742
Net current assets 3,320,015 2,400,307 2,267,420 2,173,718 1,453,547 1,510,391 1,656,475 1,235,958 1,255,431 1,241,892
3,639,518 2,675,441 2,527,494 2,477,848 1,798,500 1,941,321 2,143,084 1,956,513 1,861,977 1,743,453
Non- Current liabilities (13929)  (7,139)  (2,343) (38,888) (46,229)  (1,137) (10,990) (44,150) (47,582) (43,099)
3,625,589 2,668,302 2,525,151 2,438,960 1,752,271 1,940,184 2,132,094 1,912,363 1,814,395 1,700,354
Stated Capital & Reserves
Stated capital 126,250 126,250 126250 126,250 126,250 126,250 126,250 126,250 126,250 126,250
Capital reserves 3,000 3,000 3,000 3,000 3,000 3,000 3000 238170 238,170 268,959
General reserves - - - - - - - - 232,841
Revenue reserves 3,499,171 2,541,853 2,398,669 2,327,383 1,640,694 1,828,629 1,990,975 1,505,438 1,413,363 1,037,836
Shareholders' funds 3,628,421 2,671,103 2,527,919 2,456,633 1,769,944 1,957,879 2,120,225 1,869,858 1,777,782 1,665,886
Non controlling interest (2,832) (2,801) (2,768) (17,673) (17,673) (17,695) 11,869 42507 36,611 34,448
Total equity 3,625,589 2,668,302 2,525,151 2,438,960 1,752,271 1,940,184 2,132,094 1,912,365 1,814,393 1,700,334
Ratios
Return on shareholders' equity % 3% 7% 4% 1% 13% 6% 12% 3% 2% 1%
Annual sales growth % (34.82) 66.28 44,92 11.51 (1395)  (36.43)  (12.15)  (42.96) 12.21 7.67
Return on assets 2.86 6.53 411 0.93 12.38 6.03 10.17 3.36 2.16 0.42
Current ratio times 13.95 19.96 12.72 41.94 27.95 20.82 15.47 9.62 5.69 5.61
Share Information
Market Value of a Share (Rs.) 72.00 77.50 74.80 76.9 40 59.00 63.50 55.00 63.00 75.00
Earning per share(Rs.) 7.09 11.31 7.12 1.50 14.58 7.58 16.45 424 293 0.76
Price earnings ratio(No.of times) 10.16 6.85 10.51 51.34 2.74 7.78 3.86 12.97 21.50 98.68
Net assets value per share(Rs.) 231.00 170.05 160.94 15640 11268  124.31 13462 11872 11288  104.28
Earnings yield % 9.85 14.59 9.52 1.95 36.45 12.86 25.91 7.71 465 0.67
Dividend yield % 3.47 2.58 1.34 1.30 2.50 3.39 3.15 5.45 317 1.33
Dividend cover(No.of times) 2.85 5.65 7.12 0.75 14.58 3.79 9.79 415 2.93 0.50
Dividend per share (Rs.) 2.50 2.00 1.00 2.00 1.00 2.00 2.00 3.00 2.00 1.00




GROUP STRUCTURE

Company Percentage Principal Activity Directors Stated Capital
Holding Rs’000
Subsidiaries
Chemanex Exports (Private) 100 Manufacture & export of chemicals M P Jayawardena 50,000
Limited (currently under liquidation) S A B Ekanayake
Chemcel (Private) Limited 69.5 Manufacture & export of specialty P A Seresinhe 723
chemicals S A B Ekanayake

(currently under liquidation)

Equity Accounted Investees

Rainforest Ecolodge (Private) 20.89 Eco Tourism N J H Cooray 476,247
Limited D R Nordmann

J E P Kehelpannala

S M Hapugoda

G A Aloysius

M P Jayawardena

S Amalean

N A N Jayasundara

D C Fernando

K G Punchihewa
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INFORMATION TO SHAREHOLDERS AND
INVESTORS

1 STOCK EXCHANGE LISTING

Date of Listing in Colombo Stock Exchange (CSE) 16-Dec-74
Abbreviation in Colombo Stock Exchange “CHMX.N”
Stated Capital - No. of Ordinary Shares 15,707,312

2 CHEMANEX SHARES IN THE CSE

2024 2023

Highest Price (Rs.) 08/08/2023 95.00 09/15/2022 98.00

Lowest Price (Rs.) 05/11/2023 63.00 07/12/2022 47.00

Average Price (Rs.) 74.50 73.86

Last traded Price (Rs.) 72.00 77.50

No. of transactions 1,402 1,904

No. of shares traded 755,656 1,538,780

Value of shares traded (Rs. '000") 56,296 113,647

Market Capitalisation (Rs. '000") 1,130,926 1,217,317
3 ANALYSIS OF SHAREHOLDERS AS AT 31ST MARCH

2024 2023
Range of Shareholding No. of No. of % No. of No. of %
Shareholders Shares Shareholders Shares

1 - 1000 924 189,482 1.20 953 195,635 1.25

1001 - 10000 221 778,438 4.96 232 839,225 5.34

10001 - 100000 54 1,676,301 10.67 60 1,873,430 11.93

100001 - 1000000 14 3,496,335 22.26 12 3,232,266 20.58

Over 1000000 2 9,566,756 60.91 2 9,566,756 60.90

Total 1,215 15,707,312 100.00 1,259 15,707,312 100.00

2024 2023
Range of Shareholding No. of No. of % No. of No. of %
Shareholders Shares Shareholders Shares

Individuals 1,148 3,713,038 23.64 1,219 3,942,629 25.10

Institutions 67 11,994,274 76.36 40 11,764,683 74.90

Total 1,215 15,707,312 100.00 1,259 15,707,312 100.00

Resident 1,197 15,567,441 99.11 1,238 15,491,100 98.62

Non-Resident 18 139,871 0.89 21 216,212 1.38

Total 1,215 15,707,312 100.00 1,259 15,707,312 100.00
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4 DISTRIBUTION OF SHARES AS AT 31 MARCH

The following table of Distribution of Shares as of 31 March 2024, has been furnished to Colombo Stock Exchange (CSE) and
Securities & Exchange Commission (SEC) in accordance with CSE Listing Rule 7.13.

2024 2023
Non - Public Shareholders No. of No. of shares No. of No. of shares
shares held as a percentage shares held as a percentage
of the total no. of the total no.
of shares in issue of shares in issue
CIC Holdings PLC 7,939,373 50.55 7,939,373 50.55
CIC Holdings PLC/Trustees for Charitable & Educational Trust Fund 1,627,383 10.36 1,627,383 10.36
CIC Agri Businesses (Pvt) Limited 446,604 2.84 446,604 2.84
Total Shareholding of Non-Public Shareholders 10,013,360 63.75 10,013,360 63.75
Public Shareholders
2024 2023
Name of the public Shareholder No. of public public No. of public public

shareholders  shareholding (%) shareholders  shareholding (%)

Public Shareholding 1,212 36.25 1,256 36.25

5 DIRECTORS’ SHAREHOLDING AS AT 31 MARCH
Any of the Directors did not hold shares of the Company as at 31st March 2024 and 31st March 2023.

6 FLOAT ADJUSTED MARKET CAPITALISATION

Type No of shares Share price Capitalisation
Rs. (Rs.)
Shares held by public 5,693,952 72.00 409,964,544

As the float adjusted market capitalisation is below Rs. 2.5Bn, Chemanex PLC complies under option 5 with the minimum public
holding requirement.
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INFORMATION TO SHAREHOLDERS AND INVESTORS

7 TWENTY LARGEST SHAREHOLDERS

2024 2023
Name of the Shareholders No. of Shares %  No. of Shares %
1 CIC Holdings PLC 7,939,373 50.55 7,939,373 50.55
2 CIC Holdings PLC/ Charitable & Educational Trust Fund 1,627,383 10.36 1,627,383 10.36
3 Mr. U. Amarasinghe & Mr. R. Amarasinghe 567,377 3.61 425,000 2.71
4 Sakuvi Investment Trust (Private) Limited 538,366 3.43 538,366 3.43
5 CIC Agri Businesses (Private) Limited 446,604 2.84 446,604 2.84
6 S.K. Wickremesinghe Trust (Guarantee) Limited 400,000 2.55 400,000 2.55
7 Mr. S.K. Wickremesinghe 315,245 2.01 315,245 2.01
8 Mr. S. Srikanthan & Mrs. S. Srikanthan 300,000 1.91 300,000 1.91
9 Mr.D.A. De Zoysa 184,740 1.18 184,740 1.18
10 J.B. Cocoshell (Private) Limited 153,274 0.98 153,274 0.98
11 Mr. M.J. Ismail 139,079 0.89 139,079 0.89
12 Bank of Ceylon Account No.01 118,179 0.75 118,179 0.75
13 Mr. D.G. Wijemanna 114,052 0.73 - -
14 Mr. P. Pranavan 110,000 0.70 66,500 0.42
15 Peoples Leasing Finance PLC/ Mr. L.P. Hapangama 109,419 0.70 109,419 0.70
16 Bensons Limited 83,286 0.53 83,286 0.53
17 Mr. M.C. Abeysekera 81,546 0.52 81,546 0.52
18 Mr. H.R. Peiris 72,500 0.46 72,500 0.46
19 Dr. H.S.D Soysa & Mrs. G. Soysa 68,429 0.44 68,429 0.44
20 Mr. Z.G. Carimjee 66,568 0.42 66,568 0.42
13,435,420 85.54 13,135,491 83.63
8 MOVEMENT IN SHARE CAPITAL
Type of Issue Year of Issue Ratio Number of
Shares '000'
Initial Capital 1974 - 40
Bonus 1976 1:01 80
Bonus 1977 1:01 160
Rights 1983 1:01 320
Rights 1986 9:16 500
Rights 1989 1:.02 750
Debenture 1990 1:.02 1,125
Rights 1991 1:4:5 1,375
Rights 1992 1:2:75 1,875
Rights 1993 1:03 2,500
Rights 1995 1:05 3,000
Bonus 1998 1:06 3,500
Bonus/Rights 2005 1:6/1:5 5,250
Sub division 2008 1:08 15,750
Share re purchase 2020 1:10 15,707
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NOTICE OF MEETING

NOTICE IS HEREBY GIVEN THAT the Fifty First Annual General Meeting of Chemanex PLC will be held at 9.30 a.m. on Friday,
28th June 2024 at the 9th Floor, Commercial Bank Building, No.1, Union Place, Colombo 02 for the following purposes;

AGENDA

1. Toreceive and adopt the Statements of Accounts of the Company and of the Group for the year ended 31st March 2024
together with the Reports of the Directors and Auditors thereon.

2. To declare a dividend as recommended by the Directors.
3. (i) Tore-elect Mr. P A Seresinhe who retires in pursuant to Article 24(2) of the Articles of Association of the Company

(ii) To re-appoint Mr. E M M Boyagoda who reached the age of 70 years on 29th April 2021 be re-appointed a Director in
terms of Section 211 of the Companies Act No.7 of 2007 and it is specially declared that the age limit referred to in Section
210 of the Companies Act No.7 of 2007 shall not apply to the said Mr. E M M Boyagoda.

“IT IS HEREBY RESLOVED that Mr. E M M Boyagoda, who reached the age of 70 years on 29th April 2021 be re-appointed a
Director in terms of Section 211 of the Companies Act No.7 of 2007 and it is specially declared that the age limit referred to in
Section 210 of the Companies Act No.7 of 2007 shall not apply to the said Mr. E M M Boyagoda.”

4. Tore-appoint M/s. Ernst & Young, Chartered Accountants as Auditors of the Company and to authorise the Directors to
determine their remuneration.

5. To vote a sum as donations.

By order of the Board of,
CHEMANEX PLC

SABPWMRRWT Wegodapola
Company Secretary

28th May 2024

Notes:

e A Member is entitled to attend and/or vote at the Annual general Meeting (AGM) is entitled to appoint a proxy to participate
and/or vote in his/her place (as applicable) and Forms of Proxy are enclosed for this purpose.

e A proxy need not be a member of the Company.

e Shareholders who wish to appoint a member of the Board of Directors as his/her proxy to represent them at the AGM may do
so by completing the Form of Proxy.

e The instrument appointing a proxy should be deposited at the Registered Office of the Company at 199, Kew Road, Colombo
02 or scanned and emailed to agm@chemanex.lk not less than 48 hours before the time appointed for the holding of the
meeting.

e Any Shareholder or Proxy holder attending the meeting is kindly requested to bring his/her National Identity Card or Passport
for identification purposes.
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FORM OF PROXY

ANNUAL GENERAL MEETING

being a shareholder/shareholders of Chemanex PLC hereby appoint;

Prawira Rimoe Saldin of Colombo or failing him
Ekanayake Mudiyanselage Mangala Boyagoda of Colombo or failing him
Sumithra Anura Bandara Ekanayake of Colombo or failing him
Prashantha Aroshan Seresinhe of Colombo or failing him

as my/our Proxy to represent me/us and speak on my/our behalf at the Annual General Meeting of the Company to be held at 9.30
a.m. on 28th June 2024 at 9th Floor, Commercial Bank Building, No.1, Union Place, Colombo 2 and at any adjournment thereof.

Signed this ... day Of .o Two Thousand and Twenty Four.

Date Signature

Instructions as to Completion

1. Perfect the Form of Proxy, after filling in legibly your full name and address, by signing in the space provided and filling in the
date of signature.

2. The completed Form of Proxy should be deposited at the Registered Office of the Company at the undermentioned address
or scanned and emailed to agm@chemanex.lk not less than 48 hours before the time appointed for the holding of the meeting.

Chemanex PLC
No.199, Kew Road
Colombo 02.
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CORPORATE INFORMATION

Name of the Company
Chemanex PLC

Company Registration Number
PQ 64

Legal Form

A Public Quoted Company with limited liability incorporated
in Sri Lanka on 28th August 1974.

Re-registered under the Companies Act. No. 7 of 2007 on
6th August 2007.

Registered Address
No.199, Kew Road, Colombo 02

Board of Directors
P R Saldin (Chairman)
E M M Boyagoda

S A B Ekanayake

P A Seresinhe

Company Secretary
SABPWMRRW T Wegodapola

Auditors

Ernst & Young
Chartered Accountants
201, De Saram Place, Colombo 10.

Bankers

Commercial Bank of Ceylon PLC
Standard Chartered Bank PLC
Hatton National Bank PLC
National Development Bank PLC
Nations Trust Bank PLC

Legal Advisers

Nithya Partners
Attorneys-at-Law
97A, Galle Road, Colombo 03

Heritage Partners
Attorneys-at-Law

04, Malalasekara Pedesa
Colombo 07.

Audit Committee

S A B Ekanayake (Chairman)
E M M Boyagoda
P R Saldin

Related Party Transactions Review Committee

S A B Ekanayake (Chairman)
E M M Boyagoda
P A Seresinhe
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