




























for the year ended 31 March 1991

1991 1990

Note Rs. M Rs.M

Revenue 1 9,226.19 6,704.95

Operating Profit 1&2 404.20 299.04

Dividend from associated company 60.00 40.00

464.20 339.04

Other Income 3 217.79 359.00

681.99 698.04

Interest and similar charges 4 (472.36) (525.08)

Profit/tloss) for the year 209.63 172.96

Deferred Expenditure written off 5 (8.57) (9.79)

Profittloss) after deferred expenditure 201.06 163.17

The accounting policies and notes on pages 14 to 30 form part of these accounts.
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as at 31 March 1991

;11990 1991 1990
Rs.M Note Rs. M Rs.M

6,704.95 Fixed Assets 6 3,231.25 3,497.75

299.04
Investments 7 99.88 82.73
Net Current Liabilities 8 (425.77) (279.81)

40.00
-

2,905.36 3,300.67
339.04

359.00

698.041 Financed by:

(525.08) Issued Share Capital 9 7,369.47 7,369.47
Profit and Loss Account 10 (6,036.69) (6,164.51)

172.
961 Capital Reserve 11 343.44 326.29

(9.79)

163.17
1,676.22 1,531.25

Less: Deferred Items 12 (472.97) (503.92)

Shareholders' Funds 1,203.25 1,027.33
Long-term Loans 13 85.59 194.00
Obligations under finance leases 14 1,616.52 2,079.34

-

2,905.36 3,300.67

M. G. D. Jayawardena

ChairmanlManaging Director

Colombo, 16 September 1991

R. Paskaralingam

Director

The accounting policies and notes on pages 14 to 30 form part of these accounts.
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A) ACCOUNTING CONVENTION

The Financial Statements have been

prepared under the historical cost

convention in accordance with accepted

accounting principles. No adjustments

have been made for the effects of inflation

other than for revaluation and restatement

of certain assets as stated below.

B) FIXED ASSETS

Fixed assets are stated at cost of

acquisition or construction except for

certain properties which are included at

valuation or are restated.

Major overhauls and modifications

which result in an increase in the earning

capacity or the useful life of assets are

capitalised.

Depreciation is calculated to write off

the cost or valuation, less residual value if

any, over the anticipated useful lives of the

fixed assets on a straight line basis.

Cost of fixed assets which have been

financed by foreign currency loans/leases

were restated in 1987/88 and in 1988/89 at

year end exchange rates. These are carried

at their restated value as at 31 March

1989.

1. Fleet
Aircraft and aircraft engines owned

by the Company are stated in the

accounts at their restated value as at 31

March 1989. Subsequent additions are

reflected at cost.

2. Property and Equipment

Property owned by the Company and

situated at No. 12, Sir Baron Jayatilaka

Mawatha, Colombo1 was valued by

Mr. D.SA. Senaratne, Chartered Valuer

on 25 December 1988 and the Air

Lanka Administration and Training
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Building situated at Katunayake valued

by Mr. S. Fernando, Chartered Valuer,

on 20 January 1989.

These properties are included in the

accounts on the basis of that valuation.

All other property and equipment

have been included in these accounts at

cost.

3. Aircraft Rotable Spares

Aircraft rotable spares, which are

treated as tangible fixed assets are

recorded in the balance sheet at cost.

4. Leased Assets

Where assets are fuanced by lease

arrangements under which all the risks

and rewards of ownership are

substantially transferred to the lessee,

such assets are treated as fixed assets

and recorded at the present value of the

minimum lease payments payable over

the lease period, derived by discounting

them at the rate of interest implicit in

the lease.

The corresponding liability is

recorded as an obligation under finance

leases.

The value of leased assets capitalised

are depreciated on the basis described

below.

Amounts payable in respect of

finance leases are apportioned between

reduction of lease obligations and

interest charges based on the rate of

interest implicit in the relevant leases.

Amounts payable under operating

lease agreements are charged to profit

and loss account as they arise.

C) DEPRECIATION

Depreciation is provided on all fixed

assets other than freehold land, at rates

calculated to write off the cost or valuation
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of fixed assets less residual value if any,

aver their estimated useful lives on a

straight-line basis.

New aircraft and spare engines -

over 16 years after making a 10 percent

.allowance for residual value.

Used aircraft and spare engines -

over the estimated remaining useful life

which currently ranges from 4 to 8 years.

Buildings - over the expected useful

life subject to a maximum of 20 years.

Equipment - over periods ranging

from 3 to 10 years according to the type of

equipment.

Aircraft rotable spares - over 8 years.

D) ASSOCIATED COMPANIES

An associated company is a company,

not being a subsidiary, in which the

Company has a long-term interest of not

less than 20 percent of the equity and in

the management of which the Company is

in a position to exercise significant

influence.

The profit and loss account includes

the dividends declared by the associated

company.

The investment in the associated

company is stated at a valuation, based on

the net assets of the associated company

as reported in their latest available

audited financial statements, which are as

at 31 March 1990.

E) STOCKS AND GENERAL
CONSUMABLE STORES

Stocks are stated at the lower of cost

and net realisable value after making due

allowance for any obsolete or slow moving

items.

Consumable aircraft and other

spares and other stocks are valued on the

basis of weighted average cost.

F) CONVERSION OF FOREIGN

CURRENCIES

(i) Foreign currency transactions are

converted into Sri Lanka Rupees at

the rates of exchange prescribed by the

International Air Transport Association

where applicable, and at exchange

rates ruling on transaction dates in all

other cases.

(ii) All assets and liabilities denominated

in foreign currency outstanding as at

balance sheet date are translated at

the exchange rates ruling as at 31

March 1991.

(iii) Gains and losses arising from 'the

translation of long term liabilities

(term loans and leases denominated in

foreign currencies) as at balance sheet

date, which finance specific fixed

assets, are recorded in an Exchange

equalisation account and amortised as

currency gains/losses over the

remaining life of the related assets.

Unamortised balances of such gains

and losses are carried forward in the

exchange equalisation account.

This policy is a departure from the

provisions of the Sri Lanka Accounting

Standard No. 21, issued by the

Institute of Chartered Accountants of

Sri Lanka which is effective from 1st

April 1990. This requires such

exchange differences to be dealt with

in the Profit and Loss Account in the

year in which they arise.

The directors consider that the policy

adopted presents a fair view since;
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a) The net foreign exchange earnings

of the Company are adequate to

meet the foreign currency commit-

ments on long-term loans and

finance leases without the need to

convert Sri Lanka Rupees into the

relevant currencies,

and

b) The related assets, mainly aircraft,

which are financed by foreign

currency loans and finance leases

are saleable in foreign currency.

In these circumstances, if the

entire unrealised exchange differ-

ence is taken into the Profit and

Loss Account of a given year, it

would distort that particular year's

result.

(iv) All other gains and losses arising on

translation are dealt with through the

profit and loss account as exchange

differences.

G) DEBTORS

Debtors are stated at the amounts

they are estimated to realise. Provision

has been made in the accounts for bad and

doubtful debts.

H) LIABILITIES AND PROVISIONS

All known liabilities as at the

balance sheet date have been provided for

in the financial statements.

All employees based in Sri Lanka are

covered under the Employees Provident

Fund and Employees Trust Fund.

All employees based in Sri Lanka

with 5 or more years service with the

Company are entitled to the payment of

gratuity, under the Payment of Gratuity

Act No. 12 of 1983.
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Overseas based employees are

covered under social security schemes

applicable in their home country.

I) AIRLINE REVENUE

RECOGNITION

Passenger and cargo sales are

initially recorded as a liability in the Sales

in advance of carriage account and sub-

sequently recognised as air transport

revenue when the service is utilised

through carriage by the Company.

Passenger and cargo sales made by

the Company and utilised on the services

of other airlines are billed by them and

offset against Sales in advance of carriage

when paid.

Provision is made in the accounts fOJ

anticipated revenue adjustments, which

the management considers necessary.

J) DEFERRED PROFITS

Profits and losses on sale of fixed

assets in the ordinary course of business

are included in the Profit and Loss accoun

as they arise.

Profits and losses which arise from

sale and lease back transactions involving

fleet and spare engines and which result

in finance leases, are deferred and amor-

tised over the shorter of the lease term

and the estimated useful life of the asset.

K) DEFERRED EXPENDITURE

Airframe overhaul ("C" check) costs

are deferred and amortised over prescribe

flying hours.

Computer systems development and

crew conversion costs are deferred and

amortised over periods ranging from three

to five years.



NOTES TO THE ACCOUNrS "~~

1. Analysis of revenue and operating profit

Revenue
Operating

Profi tJ(Loss)

1991 1990 1991 1990
Rs.M Rs.M Rs.M Rs.M

Airline operations 8,732.97 6,292.08 101.68 67.36

Ground handling 409.45 343.36 270.96 208.63
Duty free sales 83.77 69.51 31.56 23.05

9,226.19 6,704.95 404.20 299.04

Revenue from airline operations comprises:

1991 1990

Rs.M Rs.M

Scheduled services:

Passenger 7,235.35 5,407.13

Excess baggage 145.78 151.07

Cargo 868.62 656.63
Mail 60.56 45.58

8,310.31 6,260.41

Non Scheduled services 422.66 31.67

8,732.97 6,292.08
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