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INDEPENDENT AUDITOR'S REPORT
TO THE SHAREHOLDERS OF CHEVRON LUBRICANTS LANKA PLC
REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS

Our opinion
ln our opinion, the accompanying financial statements give a true and fair view of the financial position of Chevron Lubricants
Lanka PLC ("the Company") asat31 December 2019, and of its financial performance and cash flows for the year then ended
in accordance with Sri Lanka Accounting Standards.

What we have audited
The Iinancial statements of the Company, which comprise:
. the statement of comprehensive income for the year then ended,
. the statement offinancaal positionasat3l December 2019;
. the statement of changes in equity for the year then ended;
. the statement of cash flows for the year then ended; and
. the notes to the financial statements, which include a summary of signiflcant accounting policies.

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 Aud,lols Responsihilities for the Audit of the Financial Sfafemerls section of our report.
We believe that the audii evidence we have obtained is sufflcieni and appropriate to provide a basis for our opinion.
Independence
We are independent of the Company in accordance with the Code of Ethics issued by CA Sri Lanka (Code of Ethics), and we
have fulfilled our other ethical responsibilities in accordance with the Code of Ethics.
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.

Key audit matter

How our audit addressed the Key audit matter

Performance incentives and discounG to

customers
The Company offers several incentives and discounls
to dislribulors and some relailers through their
distributors. At the point of invoicing, the incenlives
and discoLrnts are computed to arrive at the amount
to be invoiced based on historicalsales trends of
each customer and such invoiced sales recorded are
subsequentlyadjusted based on actual redistribution
sales information received.
Accordingly, revenue of LKR '11.9 billion is
rccognised net ofcustomer incenlives and discounts
amounting to LKR 1.2 billion for2019.

Our audit procedures included coniaols testing and substantive procedures
covering the following:
a) We obtained a list of customers with whom the Company has sales
agreemenls / contracts with terms and conditions on eligibility of incentives
and discounts, and selected those customers whose sales have been
recorded nel ofsignificant sales incentives and discounts. The sales
agreements / contracts with the selected customers were examined and the
terms and conditions related to customer incentives and discounts !\,ere
discussed wilh management.
b) For the selected sample of customers, \/e recomputed lhe sales incentives
and discounts, based on the contractual terms in lhe related customer sales
agreements / contracts using the actual redistribution sales details ofthose
customers, e)dracted from the'Distribution Management System' of the
Company, forwhich \/e had obtained reliance from the Risk p€surance team
of the flrm.
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INDEPENDENT AI.JDITOR'S REPORT
TO THE SHAREHOLDERS OF CHEVRON LUBRICANTS LANKA PLC (Contd)
REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS (Contd)
Key audit mafters (Contd)
Key audit matter
The cuslomer incentives and discounts are material
io the financial statements and is based on complex
calculations with significant manual intervention and
iherefore this area was considered as a key audit
matter.

How our audit addressed the Key audit matter
c) We checked the approvals from lhe relevant personnel

ofthe Company for

a sample ofthe monthly debit/ credit notes raised for adjuslment ofsales
in.eniives and discounts for lhe month. for differences between sales
incentives and discounts originally estimated at ihe time of sales invoicing and
sales incentives and discounts recomputed based on actual sales exlracted
from the "Distribulion Management System".
d) We checked the incentive and discounts adjustmenis after the reporting
date to arrive at the actual amount of incenlives and discounts applicable to
the financialyear to assess the reasonability ofthe estimates made at the
year end.

The procedures performed above did not revealany material misstatements in
pedormance incentives and discounts to customers.

Other information
Management is responsible for the other information. The other information comprises the information included in the Annual
Report but does not include the financial statements and our auditor's report thereon.

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

ln connection with our audit of the financial statements, our responsibility is to read the other information identified above 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 masstated.
lf, based on the work we have performed on the other information that we obtained prior to the date of this auditor's report, 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 management and those charged with governance for the financial statements
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.

ln preparing the financial statements, management is responsible for assessing the Company's abiliiy 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 Company or to cease operations, or has no realastic alternative but to do so.
Those charged with governance are responsible for overseeing the Company'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 StAuSs, we exercise professional judgement and maintain professional skepticism
throughout the audit. We also:

. ldentify 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.
.

Obtain an understanding of internal control relevant to the audit in order to design audit procedures
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the

.

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting

control.

and relaied

disclosures made by management.

./
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INDEPENDENT AUDITOR'S REPORT
TO THE SHAREHOLDERS OF CHEVRON LUBRICANTS LANKA PLC (Contd)
REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS (Contd)

Auditor's responsibilities for the audit of the financial statements (Contd)

.

Conclude on the appropriateness of management's use of ihe 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
Company's ability to continue as a going concern. lf we conclude that a material uncertainty exists, we are required to draw
attention in our audjtor'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 obiained up to the date of our auditor's report. However,
future events or conditions may cause the Company to cease to continue as a going concern.

. Evaluate the overall presentation, structure and content ofthe financial statements, including the disclosures, and whether the
financial statements represent the underlying transactions and events in a manner that achieves fair presentation.
We communicate with those charged with governance regarding, among other matters, ihe planned scope and timing of the
audit and signiflcant audit findings, including any significant deficiencies in internal control that we identify during our audit.
We also provide those charged with governance wiih a statement that we have complied with ethical requirements in
accordance with the Code of Ethics 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, related safeguards.
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 ihe key audit matters. We describe
these matters in our auditor's repori 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 beneflts 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 audil and, as far as appears from our examination, proper accounting records have been kept by the

D tl .

Company.
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rl

Or-r'rrcl-r.

Arla--"t1r"-

CHARTERED ACCOUNTANTS
CA Sri Lanka membership number 2857
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CHEVRON LUBRICANTS I-ANKA PLC
Statement of comprehensive income
lncome statement
(all amounts in Sri Lanka Rupees)

Notes

Year ended 31 December

2019

20{8

Sales

11,856,056,511

Cost of sales

(7,421,331,899) (6,769,486,364)

Gross profit

4.434.724.612

Other income

1,731,246

10,861,043,808

4.091.557,444

8,149,195

Distribution expenses

(791,339,694)

(638,343,903)

Administrative expenses

(729,799,434)

(719,725,356)

15 (a)

2,058,390

Operating profit

6

2,917,375J20

Finance income
Finance costs

I

(45,448,199)

Net reversals of impairment losses on financial assets

1,441,351

2,743,078,731

71,306,464

\5,167,122)

25,858,265

Finance income - net

2,943,233,385

Proflt before tax

10

lncome tax expenses

(843,825,810)
2,099,407,575

Profit for the year

22,173,711
17,006,589

2,760,085,320

(768,256,733)
1,991,828,587

Earnings per share attributable to the owners of the Company during the year
Basic earnings per share (LKR)

11

Notes on pages 9 to 34 form an integral part of lhese financial statements
Report of the independent auditors' on pages

'1

to 3

8.75

8.30
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CHEVRON LUBRICANTS I-ANKA PLC
Statement of comprehensive income

other comprehensive income
(all amounts in Sri Lanka Rupees)
Notes

Year ended 31 December

2019

2,099,407,575

Profit for the year

201A
1,991,828,587

Other comprehensive income:
Items that will not be reclassified to profit or loss
Remeasurement of retirement benefit obligations

21

(26,608,860)

4,432,557

Deferred tax attributable to remeasurement of
retirement benefit obligations

17

7,450,481

(1,241,116)

Other comprehensive (loss) / income for the year, net of tax

Total comprehensive income for the year

Notes on pages 9 to 34 form an integral part of these financial statements
Report of the independent auditors' on pages 1 to 3

(19,158,379)

2,080,249,.196

3,'191,441
1,995,020,028
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CHEVRON LUBRICANTS I-ANKA PLC
Statement of.f inancial position
(all amounts in Sri Lanka Rupees)
Notes

As at 31 December
2014

2019

Assets

,

Non-current assets
13
14
15

Property, plant and equipment
Right-of-use assets
Trade and other receivables

'1,883,218,970

1,963,377,488

389,368,278

Nil

74,366,350

76,238,763

2,346,953,598

2,039,616,251

1,939,297,198
1,079,619,912

2,7 55 ,7

3,888,552,256
6,235,505,854

4,028,220,321

Current assets
lnventories

18

Trade and other receivables

'15

Cash and cash equivalents

19

Total assets

869,635,146

35,263

1,013,719,182

258,765,876

6,067,836,572

Equity and liabilities
Capital and reserves
20

Stated capital
Retained earnings

600,000,000

3,536,296,890
4,136,296,890

600,000,000
3,314,473,195
3,914,473,195

Non-current liabilities
21

Retirement beneflt obligations
Deferred tax liabilities
Lease liabilities

17

14

146,951,965
266,010,083
358.791 .714

139,638,014
257,505,313

771,753,762

397,143,327

789,383,245
501,952,766
36,119,191

1,423,438,580
332,781,470

Nit

Current liabilities
22

Trade and other payables
Current income tax liabilities
Lease liabilities

14

Nit

1,327,455,2021,756,220,050

2,099,208,964
6,235,505,854

Total liabilities
Total equity and liabilities

2,153,363,377
6,067,836,572

The Board of Directors is responsible for the preparation and

I ceriify that these financial statements

presentation of these financial statements. The financial
statements were authorised for issue by Board of Directors

the requirements of the Companies Act,

t

L Moq 2c2O

have been prepared in compliance with
No. 07 of 2007.

-J'

Signed on behalf of the Board

,)

").seo
..-r.
on !k. Mou

Hr rut

Patricli McCT6ud
Managing Director

Notes on pages

I

Director / chief Financial officer

to 34 form an integral part of these flnancial statements

Report of the independent auditors' on pages 1 to 3

Manager - Finance and Planning

\*--<1a
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CHEVRON LUBRICANTS I-ANKA PLC
Statement of changes in equity
(all amounts in Sri Lanka Rupees)

Notes

Stated
capital

600,000,000

Balance at 1 January 2018

Retained

earnings

3,406,913,996

4,006,9'13,996

,s91,828,587

'1,991,828,587

Profit for the year

Nit

Other comprehensive income for the year, net of tax

N

3.191.441

Total comprehensive income for the year

Nit

1,995,020,028

Transactions with owners - Dividends

12

Unclaimed dividends transfer to retained earnings

Nil

Nit

Total

1

191.441

1,995,020,028

(2,100,000,000) (2,100,000,000)

12,539,171

12,539,171

Balance at 3'l December 2018

600,000,000 3,314,473,195

3,914,473,195

Balance at 1 January 2019

600,000,000 3,314,473,195

3,914,473,195

Profit for the year

't9.'158

Other comprehensive loss for the year, net of tax

Nit

Total comprehensive income for the year

Nit

2.080.249.196 2.080.249.196

Nit

(1,860,000,000) (1,860,000,000)

Transactions with owners - Dividends

Unclaimed dividends transfer to retained earnings

Balance at 31 December 2019

Notes on pages

I

to 34 form an integral part of these financaal statements

Report of the independent auditors' on pages 1 to 3

12

N

19.1

1,57

4,499

600,000,000 3,536,296,890

't,57

4,499

4,'136,296,890
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CHE\'RON LUBRICANTS I-ANKA PLC
Cash flo.r/ statement
(all amounts in Sri Lanka Rupees)

Notes

Year ended 31 December
20'19
2018

Cash flows from operating activities
Cash generated from operations
lnterest paid
Retirement benefits obligations paid
lncome tax paid

3,305,623,285

3,252,571,501
(1,954,870)
(45,987,s29) (43,066,303)
(6s8,699,263) (829,780,052)

(45,448,199)

21

2,555,4AA,294

Net cash generated from operating activities

2,377,770,276

Cash flows from investing activities
Purchase of property, plant and equipment
Proceeds from disposal of property, plant and equipment
lnterest received

13

3,269,176

41,340,640
\55,224,326)

Net cash used in investing activities

Cash flows from financing activities
Principal elements of lease payments
Dividends paid

\99,834,142)

14
12

(74,7s3,686)
8,876,325
22,173,71A
143,703,651;

(29,3S4,6S8)

Nir

(1,860,000,000) (2,100,000,000)
(1,889,394,698) (2,100,000,000)

Net cash used in financing activities

610,869,270

Net increase in cash and cash equivalents

234,066,625

Movement in cash and cash equivalents
258,765,876

Cash and cash equivalents al beginning of year
Net increase in cash and cash equivalents

cash and cash equivalents at end of year

19

*.-*{.r)

Notes on pages

I

to 34 form an integral pad of these financial statements

Report ofthe independent auditors'on pages 1 to 3

610.869.270
869,635,'t46

24,699,251

234.066.625
25A,765,876

Page

CHEVRON LUBRICANTS I-ANKA PLC

I

Notes tc the.financial statements
(All amounts in notes are shown in Sri Lanka Rupees unless otherwise staied)

1

General information
Cheirron Lubricants Lanka PLC carries on the business of importing, blending, distributing and marketing of lubricant oils and greases.
The Company is a public limited liability company incorporated and domiciled in Sri Lanka. The address of its registered office is
Chevron Lubricants Lanka PLC, Level 16, MAGA ONE, No 200, Nawala Road, Narahenpita, Colombo 5.
The Company has its primary listing on the Colombo Stock Exchange. The ultimate parent ofthe Company is Chevron Corporation lnc.,
incorporated in San Ramon - USA.
These financial statements have been approved for issue by the Board of Directors

on \L V\Og )slO

Summary of significant accounting policies
The principal accounting policies applied in the preparation of these financial statements are set out below. These policies have been
consistently applied to allthe years presented, unless otheMise stated.

2.1

Basis of preparation

The financial staiements of the Company has been prepared in accordance with Sri Lanka Accounting Standards, which comprise Sri
Lanka Financial Reporting Standards ("SLFRS"S), Sri Lanka Accounting Standards ("LKAS"s), relevant interpretations of the Standing
lnterpretations Committee ('SlC') and lnternational Financial Reporting lnterpretations Committee ("lFRlC"). These financial statements
have been prepared under the historical cost convention except for flnancial assets and liabilities which are measured at amortised cost.

The preparation of financial statements in conformity with Sri Lanka Accounting Standards (SLFRS/LKAS) requires the use of certain
critical accounting estimates. lt also requires management to exercise its judgement in the process of applying the Company's
accounting policies. The areas involving a higher degree ofjudgement or complexity, or areas where assumptions and estimates are
significant to the Company's financial statements are disclosed in Note 4 to the flnancial statements.

2.2
(a)

Changes in accounting policies and disclosures

New and amended standards adopted by the Company

The Company has applied the following standards and amendments for the first time for their annual reporting period commencing

1

January 2019:

(i) SLFRS

l6; Leases

SLFRS 16 will affect primarily the accounting by lessees and will result in the recognition of almost all leases on statement of financial
position. The standard removes the current distinction between operating and financing leases and requires recognition of an asset (the
right to use the leased item) and a financial liability to pay rentals for viriually all lease contracts. An optional exemption exists for shortterm and low-value leases.

The income statement will also be affected because the total expense is typically higher in the earlaer years of a lease and lower in later
years. Additionally, operating expense will be replaced with interest and depreciation, so key metrics like EBITDA will change.
Operating cash flows will be higher as cash payments for the principal portion ofthe lease liability are classifled within flnancing
activities. Only the part of the payments that reflects inierest can continue to be presented as operating cash flows.
The accounting by lessors will not significantly change. Some differences may arise as a result of the new guidance on the definition of
a lease. Under SLFRS 16, a contract is, or contains, a lease if the coniract conveys the right to control the use of an identified asset for
a period of time in exchange for consideration.

(ii) Prepayment Features with Negative Compensation

-

Amendments to SLFRS 9

The narrow-scope amendments made to SLFRS 9; Financial lnstruments, which enable entities to measure certain prepayable flnancial
assets with negative compensation at amortised cost. These assets, which include some loan and debt securities, would otherwise
have to be measured at fair value through profit or loss.
To qualify for amortised cost measurement, the negative compensation must be 'reasonable compensation for early termination of the
contract' and the asset must be held within a'held to collect' business model.

CHEVRON LUBRICANTS I,ANKA PLC
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Notes to the,financial statements (Contd)
Summary of significant accounting policies (contd)
2.2

(a)

.

Changes in accounting policies and disclosures (Contd)

New and amended standards adopted by the Company (Contd)

(iii) IFRIC 23 Uncertainty over lncome Tax Treatments
The interpretation explains how to recognise and measure deferred and curreni income tax assets and liabilities where there is
uncertainty over a tax treatment ln particular, it discusses:

- how to determine the appropriate unit of account, and that each uncertain tax treatment should be considered separately or
together as a group, depending on which approach better predicts the resolution of the uncertainty,
- that the entity should assume a tax authority will examine the uncertain tax treatments and have full knowledge of all related
information, ie that detection risk should be ignored;
- that the entity should reflect the effect of the uncertainty in its income tax accounting when it is not probable that the tax
authorities will accept the treatment;
- that the impact ofthe uncedainty should be measured using either the most likely amount or the expected value method,
depending on which method better predicts the resolution of the uncertainty, and
- that the judgements and estimates made must be reassessed whenever circumstances have changed or there is new
information that affects the judgements.

While there are no new disclosure requirements, entities are reminded of the general requirement to provide information about
judgemenis and estimates made in preparing the financial statements.

(iv) LKAS 19; Employee Benefits
Amendments to LKAS 19, Plan Amendment, Curtailment or Settlement
The amendments to LKAS 19 Employee Benefits clarify the accounting for defined benefit plan amendments, curtailments and
settlements They confirm that entities must:

-

calculate the current service cost and net interest for the remainder of the reporting period after a plan amendment,
curtailment or settlement by using the updated assumptions from the date ofthe change.
recognise any reduction in a surplus immediately in proiit or loss, either as part of past service cost or as a gain or loss on
settlement. ln other words, a reduction in a surplus must be recognised in profit or loss even if that surplus was not previously
recognised because of the impact of the asset ceiling.

-

separately recognise any changes in the asset ceiling through other comprehensive income.

The adoption of the above amendments and new standard are not expected to have a material impact to the financial statements of the
Company except from SLFRS 16. The Company elected to adopt SLFRS 16 retrospectively but recognised the cumulative effect of
initially applying the new standard on '1 January 2019. This is disclosed in Note 27.

(b) New standatds and amendments not effective and not early adopted in 2019
The following standards and interpretations had been issued but not mandatory for annual reporting periods ended 31 December 2019.

(i) Definition of Material

-

Amendments to LKAS 1 and LKAS 8

The amendments to LKAS 1; Presentation of Financial Statements and LKAS 8, Accountang Policies, Changes in Accounting Estimates
and Errors which use a consistent definition of materiality throughout lnternational Financial Reporting Standards and the Conceptual
Framewoft for Financial Reporting, clarify when information is material and incorporate some of the guidance in LKAS 1 about
immaterial information.
ln particular, the amendmenis clarify:

- that the reference to obscuring information addresses situations in which the effect is similar to omitting or misstating that
information, and that an entity assesses materiality in the context of the financial statements as a whole, and

- the meaning of 'primary users of general purpose financial statements' to whom those financial statements are directed, by
defining them as 'existing and potential investors, lenders and other creditors'that must rely on general
statements for much of the financial information they need.

This amendment is effective for the annual periods beginning on or after 1 January 2020.

financial

Page
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CHEVRON LUBRICANTS I-ANKA PLC
Notes to the Iinancial statemenG (Contd)

2

Summary of significant accounting policies (Contd)

2,2
(b)

Changes in accounting policies and disclosures (Contd)

'New

Accounting Standards, amendments and interpretations issued but not yet adapted (Contd)

(ii) Revised Conceptual Framework for Financial Reporting
The revised Conceptual Framework which will be used in standard setting decisions with immediate effect. Key changes include.

- increasing the prominence of stewardship in the objective of financial reporiing,
- reinstating prudence as a component of neutrality;
- deflning a reporting entity, which may be a legal entity, or a portion of an entity;
- revising the definitions of an asset and a liability;
- removing the probability threshold for recognition and adding guidance on derecognition;
- adding guidance on different measurement basis, and
- stating that profit or loss is the primary performance indicator and that, in principle, income and expenses in other
comprehensive income should be recycled where this enhances the relevance or faithful representation of the financial
statements.
No changes will be made to any of the current accounting standards. However, entities that rely on the Framework in determining their
accounting policies for transactions, events or conditions that are not otherwise dealt with under the accounting standards will need to
apply the revised Framework from 1 January 2020. These entities will need to consider whether their accounting policies are still
appropriate under the revised Framework.

2.3

Foreign currency translation

(a) Functional and presentation currency

Items included in the financial statements are measured using the currency ofthe primary economic environment in which the entity
operates ('the functional currency'). The financial statements are presented in Sri Lanka Rupees, which is the Company's presentation
currency.
Foreign exchange gains and losses are presented in the income statement within 'net finance income'.

(b) Transactions and halances
Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the dates of the
transactions or valuation where items are re-measured. Foreign exchange gains and losses resulting from the settlement of foreign
currency transactions and from the translation at year end exchange rates of monetary assets and liabilities denominated in cuffencies
other than the functional currency are recognised in the statement of comprehensive income.

2.4

Property, plant and equipment

All property, plant and equipment is stated at historical cost less depreciation. Historical cost includes expenditure that is directly
attributable to the acquisition of the items.

Where an item of property, plant and equipment comprises major components having different useful lives, they are accounted for as
separate items of property, plant and equipment.
The cost of self-constructed assets include the cost of materials, direct labour and appropriate proportion of production overheads. Cost
also includes site restoration costs.
Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as appropriate, only when it is
probable that future economic benefits associated with the item will flow to the Company and the cost of the item can be measured
reliably. The carrying amount of the replaced part is derecognised. All other repairs and maintenance are charged to the statement of
comprehensive income during the financial period in which they are incurred.
Capital work in progress represents all amounts paid on work undertaken, and still in an unfinished state as at the end ofthe year.

Depreciation is calculated on the straight line method to allocate the cost of each asset, to their residual values over their estimated
useful lives commencing from date of availability for use. On disposal of assets, depreciation ceases on the date that the asset is
derecognised.

The principal annual rates used for this purpose are:
Land

lmprovements on leasehold buildings
Storage tanks and pipe lines
Plant and machinery
Office furniture and equipment
lvlotor vehicles
Computers

2.22 - 10
6.25
6.25 - 20

10-20
10-20
'16.67 - 33.33
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CHEVRON LUBRICANTS I-ANKA PLC
Notes to the financial statements (Contd)

2

Summary of significant accounting policies (Contd)

2.4

Property, plant and equipment (Contd)

Leas.ehold improvements are depreciated over the lesser of useful economic lafe and lease period.

The assets' residual values and useful lives are reviewed, and adjusted if appropriate, at the end of each reporting period.
Gains and losses on disposals are determined by comparing the proceeds with the carrying amount and are recognised within other
income in ihe statement of comprehensive income.
Where the caffying amount of an asset is greater than its estimated recoverable amount, it is written down immediately to its
recoverable amount.

2.5

lmpairment of non-financial assets

Assets that are subject to depreciation or amortisation are assessed at each reporting date to determine whether there is any indication
that the assets are impaired. Where there is any indication that an asset may be impaired, the carrying value of the asset (or cashgenerating unit to which the asset has been allocated) is tested for impairment. An impairment loss is recognised for the amount by
which the asset's carrying amount exceeds its recoverable amount. The recoverable amount is the higher of an asset's (or CGU's) fair
value less costs to sell and value in use. For the purposes of assessing impairment, assets are grouped at the lowest levels for which
there are separately identiflable cash flows (CGUs). Non-financial assets other than goodwill that suffered an impairment are reviewed
for possible reversal of the impairment at each reporiing date.

2-G

Accounting for leases - where the company is the lessee

The Company leases various buildangs and motor vehicles.

Contracts may contain both lease and non-lease components. The Company allocates the consideration
non-lease components based on their relative stand-alone prices.

an

the contract to the lease and

Lease terms are negotiated on an individual basis and contain a wide range of different terms and conditions. The lease agreements do
not impose any covenants other than the security interests in the leased assets that are held by the lessor. Leased assets may not be
used as security for borrowing purposes.
Until the 2018 financial year, leases of property, plant and equipment were classifled as either finance leases or operating lease. From
January 2019, leases are recognised as a right-of-use asset and a corresponding liability at the date at which the leased asset is
available for use by the Company.

The Company has assessed the impact arising from the adoption ofSLFRS 16 underthe simplified approach. Assets and liabilities
arising from the leases are initially measured on a present value basis. Lease liabilities include the net present value ofthe following
lease payments,

-

fixed payments (including in subsiance fixed payments), less any lease incentives receivable, and
variable lease payment that are based on an index or a rate.

To determine the incremenial borrowing rate, the Company:

- where possible, uses recent third-party financing received by the individual lessee as a starting point, adjusted to reflect

-

changes in financing conditions since third pariy financing was received;
uses a build-up approach that starts with a risk-free interest rate adjusted for credit risk for leases held by the Company,
which does not have recent third party financing, and
makes adjustments specific to the lease, eg term, country, currency and security.

The Company is exposed to potential future increases in variable lease payments based on an index or rate, which are not included in
the lease liability until they take effect. When adjustments to lease payments based on an index or rate take effect, the lease liability is
reassessed and adjusted against the right-of-use asset.

The lease payments are discounted using the Company's incremental borrowing rate. Lease payments are allocated between principal
and finance cost. The finance cost is charged io income siatement over the lease period so as to produce a constant
interest on the remaining balance of the liability for each period.
Right-of-use assets are measured at cost comprising the followang:

- the amouni of the initial measurement of lease liability;

-

any lease payments made at or before the commencement date less any lease incentives
any initial direct costs, and
restoration costs.

Right-of-use assets are generally depreciated over the shorter of the asset's useful life and the lease term on a
Company is reasonably certain to exercise a purchase option, the right-of-use asset is depreciated over the underlying asset's useful
life.

As explained above, the Company has changed its accounting policy for leases where the Company is the lessee. The impact of the
change is included in Note 27.

'l
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2.5

Accounting for leases - where the Company is the lessee (Contd)

Until 31 December 2018, leases of property, plant and equipment where the Company, as lessee, had substantially all the risks and
rewards of ownership were classifled as finance leases Finance leases were capitalised atthe lease's inception atthe fairvalue ofthe
leased property or, if lower, the present value of the minimum lease payments. The corresponding rental obligations, net of finance
charges, were included in other short-term and Iong-term payables. Each lease payment was allocated between the liability and finance
cost. The finance cost was charged to income statement over the lease period so as to produce a constant periodic rate of interest on
the remaining balance of the liability for each period. The property, p ant and equipment acquired under finance leases was depreciated
over the asset's useful life, or over the shorter of the asset's useful life and the lease lerm if there is no reasonable certainty that the
Company will obtain ownershap at the end of the lease term.
Leases in which a significant portion of the risks and rewards of ownership were not transferred to the Company as lessee were
classifled as operating leases. Payments made under operating leases (net of any incentives received from the lessor) were charged to
income statement on a straight-line basis over the period of the lease.
Lease income from operating leases where the Company is a lessor is recognised in income on a straight line basis over the lease
term. lnitial direct costs incurred in obtaining an operating lease are added to the carrying amount of the underlying asset and
recognised as expense over the lease term on the same basis as lease income. The respective leased assets are included in the
statement of financial position based on their nature. The Company did not need to make any accounting adjustments as a resuli of
adopting the new leasing standard as the Company did not have any assets held as a lessor.

2.7

Financial assets

(a) Classification
From

I

January 2018, the Company classifles its flnancial assets

an

the following measurement categories:

- those to be measured subsequently at fair value (either through OCI or through profii or loss), and
- those to be measured at amortised cost.
The classification depends on the entity's business model for managing the flnancial assets and the contractual terms of the cash flows.
For assets measured at fair value, gains and losses will either be recorded in profit or loss or OCL FoT investments in equity instruments
that are not held for trading, this will depend on whether the Company has made an irrevocable election at the time of initial recognition
to account for the equity investment at fair value through other comprehensive income (FVoCl).
The Company reclassifies debt investments when and only when its business model for managing those assets changes.

(b) Recognition and derecognition
Regular way purchases and sales of financial assets are recognised on trade-daie, the date on which the Company commits to
purchase or sell the asset. Financial assets are derecognised when the rights to receive cash flows from the financial assets have
expired or have been transferred and the Company has transferred substantially all the risks and rewards of ownership.

(c) Measurement
At initial recognition, the Company measures a financial asset at its fair value plus, in the case of a financial asset not at fair value
through profit or loss (FVPL), transaction costs that are directly attributable to the acquisition of the financial asset. Transaction costs of
financial assets carried at FVPL are expensed in profit or loss.
Financial assets with embedded derivatives are considered in their entirety when determining whether
payment of principal and interest.

Debt instruments
Subsequent measurement of debt instruments depends on the Company's business model for
characteristics of the asset. There are three measurement categories into which the Company
- Amortised cost: Assets that are held for collection of contractual cash flows where those cash

the asset and

of

principal and interest are measured at amortised cost. lnterest income from these financial assets
income using
presented in other
the effective interest rate method. Any gain or loss arising on derecognition is recognised directly in
gains/(losses) together with foreign exchange gains and losses. Impairment losses are presented as separate line item in the statement
of profit or loss.

- FVOCI: Assets that are held for collection of contractual cash flows and for selling the financial assets, where the assets' cash flows
represent solely payments of principal and interest, are measured at FVOCI. Movements in the carrying amount are taken through OCl,
except for the recognition of impairment gains or losses, interest income and foreign exchange gains and losses which are recognised
in profit or loss. When the financial asset is derecognised, the cumulative gain or loss previously recognised in OCI is reclassified from
equity to profit or loss and recognised in other gains/(losses). lnterest income from these financial assets is included in flnance income
using the effective interest rate method. Foreign exchange gains and losses are presented in other gains/(losses) and impairment
expenses are presented as separate line item in the statement of profit or loss.

- FVPL: Assets that do not meet the criteria for amortised cost or FVOCI are measured at FVPL. A gain or loss on a debt investment
that is subsequently measured at FVPL is recognised in profit or loss and presented net within other gains/(losses) in the period in
which it arises.
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2.7

Financial assets (Contd)

(c) Ivteasurement (contd)
Equity instruments
The Company subsequently measures all equity investments at fair value- Where the Company's management has elected to present
fair value gains and losses on equity investments in OCl, there is no subsequent reclassification of fair value gains and losses to proflt
or loss following the derecognition of the investment. Dividends from such investments continue to be recognised in proflt or loss as
other income when the company's right to receive payments is established.
Changes in the fair value of financial assets at FVPL are recognised in other gains / (losses) in the statement of profit or loss as
applicable. lmpairment losses (and reversal of impairment losses) on equity investments measured at FVOCI are not reported
separately from other changes in fair value.

(d) lmpairment of financial assets
From 1 January 2018, the Company assesses on a forward looking basis the expected credit losses associated with its debt
instruments carried at amortised cost and FVOCI. The impairment methodology applied depends on whether there has been a
siqnificant increase in credit risk.
For trade receivables, the Company applies the simplified approach permitted by SLFRS 9, which requires expected lifetime losses to
be recognised from initial recognition of the receivables.

2.8

Financialliabilities

2.8.1 Classification and initial recognition
Financial liabilities are initially recognised at fair value, net of transaction costs.
The Company's financial liabilities consist of trade and other payables. Trade payables are obligations to pay for goods or services that
have been acquired in the ordinary course of business from suppliers. Trade payables are classified as current liabilities if payment is
due within one year or less (or in the normal operating cycle ofthe business if longer). lf not, they are presented as non-current
liabilities.

2.8.2 Subsequentmeasurement
Financial liabilities are subsequently carried at amortased cost using effective interest method.

2.8.3 Derecognition
The Company derecognises a financial Iiability when its contractual obligations are discharged or cancelled or expired-

2.8.4 Offsetting financial instruments
Financial assets and liabilities are offset and the net amount reported in the statement of financial position when there is a legal
enforceable right to offset the recognised amounts and there is an intention to seftle on a net basis or realise the asset and settle the
Iiability simultaneously. The legally enforceable right must not be contingent on future events and must be enforceable in the normal
course of business and in the event of default, insolvency or bankruptcy of the Company or the counterpady.

2,9

lnventories

lnvento.ies are stated at the lower of cost and net realisable value. Cost is determined on a
finished goods comprises raw materials, direct labour, other direct costs and related
expense. Net realisable value is the estimate of the selling price in the ordinary course ol

basis. The cost of
excludes interest
of completjon and

selling expenses.

2.10

Trade receivables

Trade receivables are amounts due from customers for goods sold or services
collection is expected in one year or less (or in the normal operaiing cycle of the
assets. lf not, they are presented as non-current assets.

of business. lf
classified as current

uses a lifetime expected loss
I simplified approach to measuring expected credit
allowance for all trade receivables. To measure the expected credit losses, trade receivables have been grouped based on shared
credit risk characteristics and the days past due. The expected loss rates are based on the payment profiles of sales over a period of 36
months before 31 December 2019 or'1 January 20'19 respectively and the corresponding historical credit losses experienced within this
period. The historical loss rates are adjusted to reflect current and forward looking information on macroeconomic factors affecting the
ability of the customers to settle the receivables and accordingly adjusts the historical loss rates based on expected changes.

The Company applies the SLFRS

lmpairment losses on trade receivables and contract assets are presented as net impairment losses within the statement of
comprehensive income. Subsequent recoveries of amounts previously written off are credited against the same line item.
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2.ll

Cash and cash equivalents

For ihe purposes of the cash flow statement, cash and cash equivalents comprise cash in hand, deposits held at call with banks, other
short-term highly liquid investments with original maturities of three months or less, net of book overdrafts. In the statement of financial
position, bank overdrafts are included in borrowings in current liabilities.

2.12

Stated capital

Ordinary Shares are classified as equity.

2.'13 Employeebenefits
(a) Defined contribution plans
Defined contribution plan is a plan under which the Company pays a fixed contribution into a separate entity. All employees of the
Company in Sri Lanka are members of the Employees' Provident Fund and Employees' Trust Fund, to which the Company contributes
'15% and 3% respectively, of employees' basic or consolidated wage or salary. The Company has no further payment obligations once
the contributions have been paid. The contributions are recognised as employee benefit expenses when they are due.

(b) Defined benefit obligation
A defined benefit plan is a plan that is not a defined contribution plan. Defined benefit plan defines an amount of benefit that an
employee will receive on retirement, usually dependent on one or more factors such as age, years of service and compensation.
The Company pays gratuity to its eligible employees computed atone month's salary for each completed yearof servace,which
exceeds the amount stipulated by the Gratuity Act, No. '12 of '1983, which is a defined beneflt plan.

The liability recognised in the statement of financial position in respect of gratuity is the present value of the defined beneflt obligation at
the statement of financial position date together with adjustments for unrecognised past-service costs. The defined benefit obligation is
calculated annually by independent actuaries using the projected unit credit method. The present value ofthe deflned beneflt obligation
is determined by discounting the estimated future cash outflows using interest rates of government bonds, as there is no deep market
on high quality corporaie bonds, by the actuarial valuer.
Past service costs are recognised immediately as an expense in the statement of comprehensive income, unless the changes to the
plan are conditional on the employees remaining in service for a specified period of time (vesting period). ln this case, the past service
costs are amortised on a straight-line basis over the vesting period.

Actuarial gains and losses from experience adjustments and changes in actuarial assumptions are recognised under other
comprehensive income of the statement of comprehensive income.
The assumptions based on which the results ofthe actuarial valuation was determined, are included in
statements.

financial

2.'14 Current and deferred income tax
The tax expense for the period comprises current and deferred tax.
The provision for current income tax is based on the elements of income and expenditure as
computed in accordance with the tax laws enacted or substantively enacted at the date of the

in ihe

and

of

of assets and
Deferred income tax is recognised using the liability method on all temporary differences
that have been enacted
liabilities and their carrying values in the financial statements. Deferred income tax is determined
or substantively enacted by the statement of flnancial position date and are expected to apply when the related deferred income tax
asset is realised or the deferred income tax is settled.
Deferred income tax assets are recognised only io the extent that it is probable that future taxable profit will be available against which
the temporary differences can be utilised.
Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets against current
tax liabilities and when the deferred income tax assets and liabilities relate to income taxes levied by the same taxation authority on
either the same taxable entity or different taxable entities where there is an intention to settle the balances on a net basis.
The principal temporary differences arise from depreciation on property, plant and equipment and defined benefit obligations.
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2.'15 Provisions
Provisions are recognised when the Company has a present legal or constructive obligation as a result of past events, it is probable that
an outflow of resources will be required to settle the obligation; and the amount has been reliably estimated. Provisions are not
recognised for future operating losses.
Where there are a number of similar obligations, the likelihood that an outflow will be required in settlement is determined by
considering the class of obligations as a whole. A provision is recognised even if the likelihood of an outflow with respect to any one
item included in the same class of obligations may be small.
Provisions are measured at the present value of the expenditures expected to be required to settle the obligation using a pre-tax rate
that reflects current market assessments of the time value of money and the risks specific to the obligation. The increase in the
provasion due to passage of iime is recognised as interest expense.

2.16

Revenuerecognition

Goods and services deliverable under contracts with customers are identified as separate performance obligations ('obligations') to the
extent that the customer can benefit from the goods or services on their own or together with other resources that are readily available
to the customer and that the separate goods and services are considered distinct from other goods and services in the agreement.
Where individual goods and services do not meet the criteria to be identifled as separate obligations they are aggregated with other
goods and/or services in the agreement until a separate obligation is identified.
The Company determines the transaction price to which ii expects to be entitled to in return for providing the promised obligations to the
customer based on the committed contractual amounts, net of sales taxes and discounts. The transaction price is allocated between the
identified obligations according to the relative standalone selling prices of the obligations. The standalone selling price of each obligation
deliverable in the contract is determined according to the prices that the Company would achieve by selling the same goods and / or
services included in the obligation to a similar customer on a standalone basis. Where the Company does not sell equivalent goods or
services in similar circumstances on a standalone basis it is necessary to estimate the standalone price. When estimating the
standalone price, the Company maximises the use of external input, observing the standalone prices for similar goods and services
when sold by third parties or using a cost-plus reasonable margin approach. Payment ofthe transaction price is due immediately when
the customer purchases the lubricants and takes delivery.

(a)

Sale of goods

Sale of goods are recognised on delivery of products to the customer, ihe customer has accepted the products and collectability of the
related receivables is reasonably assured.

(b) lnterest income
lnterest income is recognised on a time-proportion basis using the effective interest method unless collectability is in doubt.

2.17 Dividend distribution
Final dividend distribution to the Company's shareholders is recognised as a liability in the Company's flnancial statements in the period
in which the dividends are approved by the Company's shareholders.

2.18 Segment reporting
Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating decision maker.

The board of Chevron Lubricants Lanka PLC assesses the financial performance and position of the Company, and makes strategic
decisions. The management, has been identified as being the chief operating decision maker. Authority is delegated down by the board
to management consisting ofthe chief executive officer, chief flnancial officer and few other managers designated in the management
team.
Local and export sales are to be identifled as distinguishable segments for the Company and the applicable segment reporting

disclosures are given in Note 5.
2.'19 Comparatives
Where necessary, comparative figures have
such changes is as follows:

with change in presentation in the current year. A summary of

lncome Statement:
As previously
reported
Distribution expenses
Net reversals of impairment losses on

636,902,552
15 (a)

Current

Reclassifications presentation

Nit
636,902,552

1,441,351
(1,441,351\

Nit

638,343,903

(1,441,351)
636,902,552

which was previously recognised under distribution expenses are now
The net reversals of impairment losses on
recognised under net reversals of impairment losses in the income stalement as a separate line item
lManagement believes that the above re-classification gaves a fairer presentation.
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3.'l Financial risk
3.1.1 Financial risk factors
The Company's activities expose it to a variety of flnancial risks. Market risk (including currency risk, interest rate risk and price risk),
credit risk and Iiquidity risk. The Company's overall risk management programme focuses on the unpredictability of financial risks and
seeks to minimise potential adverse effects on the Company's financial pefformance.
Risk management is performed by the management under policies approved by the board of directors. The board provides guidance for
overall risk management.

The principal financial instruments of the Company comprise of shorl term deposits, money market investments, and cash. The main
purpose of these finance instruments is to raise and maintain llquidity for the Company's operations, and maximise returns on the
Company's financial reserves. The Company has various other financial instruments such as trade receivables and trade payables
which arise directly from its business activaties.

(a) Market risk

(i)

Foreign exchange risk

The Company is principally exposed to fluctuations in the value of the US Dollar (USD) against the Sri Lankan Rupee (LKR). The
Company's functional currency as LKR in which most of the transactions are denominated, and all other currencies are considered
foreign currencies for reporting purposes. Certain bank balances, trade receivables, and trade payables are denominated in foreign
currencies.
The Company's financial statements which are presented in LKR, are affected by foreign exchange fiuctuations through both translation
risk and transaction risk. Changes in foreign currency exchange rates may affect the Company's cost of materials purchased and
services obtained from related companies in foreign currencies. ln particular, depreciation of the LKR against the USD can impact the
Company's operating results through its impact on cost of imported raw materials.

Sensitivity analysis
As at 31 December 2019, a foreign exchange loss of LKR 1 ,635,320 would have resulted if LKR had weakened by 1% against USD with
all other variables held constant on translation of year end foreign currency denominated balances.

(b) Aectit risk
The credit quality of financial assets that are neither past due nor impaired can be assessed by reference to external credit ratings (if
available) or to historical information about counterparty default rates.
Credit risk arises from cash and cash equivalents and deposits with banks and iinancial institutions, as well as credit exposures to
customers, ancluding outstanding receivables and committed transactions.
Trade receivables

The Company is responsible for managing and analysing the credit risk for each of their new customers before standard payment and
delivery terms and conditions are offered. The management assesses the credit quality of the customer, taking into account its financial
position, past experience and other factors. The utilisation of credit limits is regularly monitored. Management does not expect any
losses from non-performance by these counterparties.
Cash and cash equivalents

The Company invests in government security and rated banks. The Company limits the concentration of financial exposure to any single
flnancial institution.
Risk exposure
The maximum risk positions of financial
table shows the maximum risk positions.

subject to credit risk are equal to their carrying amounts. Following

As at 31 December 2019
Trade and

in hand
other
at bank receivables

Amounts due
from related

Risk Exposure
Trade and other receivables
(excluding prepayments, statutory

and marketing support fee paid to service
Amounts due from related parties (Note 15)
Cash and cash equivalents
(excluding bank overdrafts) (Note '19)

Total credit risk exposure

Nit
Nit

1,059,'166,058
Nit

Nit

'15,209,640

1,059,166,058
15,209,640

869,635,146
Nit
Nit 869,635,146
859,635,146 1,059,166,058 15,209,640 1,944,0't0,844
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3.1 Financial risk (Contd)
3.1.1 Financial risk factors (Contd)

(b) Credit risk (Contd)
Risk exposure (Contd)

As at 31 December 2018
Cash in hand
and at bank

and Amounts due
other
from related
receivables parties
Trade

Total

Risk Exposure
Trade and other receivables
(excluding prepayments, statutory receivables
and marketing support fee paid to service centre operators)
Amounts due from related pa(ies (Note 15)
Cash and cash equivalents
(excluding bank overdrafts) (Note 19)

Total credit risk exposure

Nil
Nit

Nit 963,424,769
21729,258 21,729,258

963,424,769
Nit

Nil
Nil 258,765,876
258,765,876
258,765,876 963,424,769 21,729,258 1,243,919,903

(c) Liquidity risk
ln the management of liquidity risk, the Company monitors and maintains a level of cash in hand at bank deemed adequate by the
management to finance the Company's operations and to mitigate the effects of fluctuations in cash flows. The Company's objective is
to maintain a balance between continuity of funding and flexibility through the use of available bank facilities. Access to source of
funding is sufficiently available.

Surplus cash held over and above the amount required for working capital management is invested in interest bearing savings
accounts, treasury bills and repurchase agreements, tame deposits, choosing instruments with appropriate maturaties or sufficient
liquidity to provide sufficient head-room. At the reporting date, the Company held liquid assets of LKR 1,858,144,398 (2018 - LKR
1 ,154,915,050) that are expected to readily generate cash inflows for managing liquidity risk.
The table below analyses the Company's non-derivative financial liabilities into relevant maturity groupings based on the remaining
period at the statement of financial position date to the contractual maturity date. The amounts disclosed in the table are the contractual
undiscounted cash flows.

As at 31 December 2019

3
months

Less than

Liabilities
Trade and other payables
(excluding statutory payables)

Amounts due 1o related parties (Note 22)
Lease liabilities

Between 3

months and

year

496,193,547
291,677,511

'l

2

Nit
Nil

'15,469,093 59,931,529

803,340,r51

59,931,529

Liabilities

3
months

months and'l
year

Trade and other payables
(excluding statutory payables)
Amounts due to related pa(ies (Note 22)

657,202,995
756,263,617

Nit
Nit

Total liabilities
As at

3l

I and
years

Between

N

I

N

I

Between 2 and 5

years

Nit
Nit

Nit
Nit

157,368,727

70,272,917
70,272,917

157,368,727

Between 1 and
2 years

Between 2 and 5

546,647,506
546,647,506

December 2018
Less than

Total liabilities

Between 3

Nit
Nit

1,4't3,466,612

(d) Price risk
The Company is exposed to the commodity price risk pertaining to base oils.
The Company monitors price of base oils on a dynamic basis and manages procurement accordingly.

(e)

Over 5 years

lnterest rate risk

The Company has cash and bank balances including deposits placed with government and
interest rate risk by actively monitoring the yaeld curve trends and interest rate movements.

years

over
Nit
Nit

NiI

5 years
Nir
Nir
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3.2

Fair value estimation

TheCompany's financial assets and llabilities include receivables, cash in hand and at bank, other payables and bank borrowings. The
carrying amounts of these assets and liabilities approximate their fair values. The fair values for both financial assets and liabilities
together with the carrying amounts shown in the statement of financial position date are as follows:

2018

2019

Carrying

amount

Fair

value

Carrying

amount

Fair value

Trade and other receivables
(excluding prepayments, statutory receivables
and marketing support fee paid to service centre operators)
Amounts due from related parties (Note 15)
Cash and cash equivalents
(excluding bank overdrafts) (Note 18)
Trade and other payables
(excluding statutory payables)
Amounts due to related parties (Note 22)
Lease liabilities (Note 14)

3.3

1,059,166,058 1,059,166,058

15,209,640

15,209,640

963,424,769

963,424,769

,729,258

21,729,258

21

869.635,146

258,765,876

258,765,876

496,193,547

496,153,547

291 ,677 ,51

291 ,677 ,51

657,202,995
756,263,617

657,202,995
756,263,617

869,635,146

1

394,910,905

1

394,910,905

Nit

Nit

Capital risk management

The Company's objectives when managing capital are to safeguard the Company's ability to continue as a going concern in order to
provide returns for shareholders and beneflts for other stakeholders and lo mainiain an optimal capital structure to reduce the cost of
capital.

The capital structure ofthe Company represents equity attributable to owners of the Company, comprising issued stated capital and
retained earnings
The Company has not obtained any debt facilities (other than temporary bank overdrafts) to finance operations over the past 5 years.

Critical accounting estimates and judgements
4.1 Critical accounting estimates and assumptions
The Company makes estimates concerning the future. The resulting accounting estimates will, by definition, seldom equal the related
actual results. The estimates that have a significani risk of causing a material adjustment to the carrying amount of assets and liabilities
within the next financial year are discussed below.

(a) Estimaled useful lives of property, plant and equipment (PPE)
The Company reviews annually the estimated useful lives of PPE based on factors such as business plan and strategies, expected level
of usage and future developments. Future results of operations could be materially affected by changes in these estimates brought
about by changes in the factors mentioned. A reduction in the estimated useful lives of PPE would increase the recorded depreciation
charge and decrease the PPE balance.

(b) Defined benefit obligations
The present value of the gratuity obligations depends on a number of factors that are determined on an actuarial basis using a number
of assumptions. The assumptions used in determining the net cost for gratuity include the discount rate. Any changes in these
assumptions will impact the carrying amount of gratuity obligations.
The Company determines the appropriate discount rate at the end of each year. This is the interest rate that should be used to
determine the present value of estimated future cash outflows expected to be required to settle the gratuity obligations. ln determining
the appropriale discount rate, the Company considers the interest rates of government bonds that are denominated in the currency in
related pension obligation.
which the benefits will be paid and that have terms to maturity approximating the terms
Other key assumptions for defined benefit obligations are based in part on
in Note 21

additional information is disclosed

(c) lmpairment of trade receivables
The Company applies the SLFRS 9 simplified approach to measunng
allowance for all trade receivables
To measure the expected credit losses, trade receivables have been
past due. The Company has therefore concluded that the expected loss
the loss rates for the trade receivable.

uses a lifetime expected loss

credit risk characteristics and the days
are a reasonable approximation of

CHEVRON LUBRICANTS I-ANKA PLC
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4

Critical accounting estimates and judgements (Contd)

4.'l Critical accounting estimates and assumptions (Contd)
(d) Estimated impairment of non-current assets
The Company reviews for impairment of property, plant and equipment in accordance with the Accounting Policy in Note 2.5. The
recoverable amount of these assets have been determined based on higher of the assets' fair value less cost to sell and value in use.
These calculalions require the use of estimates and judgements
Management believes that any reasonably possible change in the estimated future cash flows of the operations on which the
recoverable amounts ofthe cash-generating units is based would not cause ihe cash-generating units' carrying amount to exceed its
recoverable amoUnt.

4.2 Criticaljudgements in applying the entity's accounting policies
SLFRS 16
Critical judgements in detemining the lease term

ln determining the lease term, management considers all facts and circumstances that create an economic incentive to exercise an
extension option, or not exercise a termination option Extension options (or periods aftertermination options) are only included in the
lease term if ihe lease is reasonably certain to be extended (or not terminated).
For leases of buildings and motor vehicles, the following factors are normally the most relevantl

- lfthere are significant penalties to terminate (or not exiend), the Company is typically reasonably certain to extend (or not terminate);
- lf any leasehold improvements are expected to have a signiflcant remaining value, the Company is typically reasonably certain to
extend (or not terminate), and

- Otherwise, the Company considers other factors including historical lease durations and the costs and business disruption required to
replace the leased asset,
Most extension options in buildings and motor vehicles leases have not been included in the lease liability, because the Company could
replace the assets without significant cost or business disruption.
The lease term is reassessed if an option is actually exercised (or not exercised) or the Company becomes obliged to exercise (or not
exercise) it. The assessment of reasonable certainty is only revised if a significant event or a significant change in circumstances
occurs, which affects this assessment, and that is within the control ofthe lessee.
Estimates and judgements are continually evaluated and are based on historical experience and other factors, including expectations of
future events that are believed to be reasonable under the circumstances.
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Sales
Sales are made up as follows:

2019
Export sales
Related party sales INote 26 (a)]

2018

10,456,806,135
1,286,256,756

9,687,064,495
1,081,497,882
92,481,431

11,856,056,511

10,86'1,043,808

112,993,620

Expenses by nature
2018

2019
Directors' emoluments
- executive
- non executive

77,435,087
5,808,000
83,243,087

120,050,821

Auditors' remuneration
2,453,373

- audit
- non audit

120,000

2,769,643
Depreciation on property, plant and equipment (Note '13)
Depreciation on right-of-use assets (Note 14)
Amortisation of marketing support fee paid INote 15 (0]
Reversal of provision for impairment on trade receivables INote 15 (a)l
Write off of property, plant and equipment (Note 13)
Repair and maintenance expenditure
Changes in inventories of finished goods
Operating lease rentals - property
Employee benefit expenses (Note 7)

176,399,447
49,076,873
17 ,361 ,7 57
(2,058,390)
758,986
21,045,986
6,927,866,718

172,976,571
Nit

17,937,995
(1 ,441

,351)

3,037 ,231

35,201,524
6,249,7 46,721

Nit

319,542,372

41,299,154
27

4,324,409

Employee benefit expenses
2014

2019
Salaries, wages and other fringe beneflts
Contribution to defined contribution plans
Deflned benefit obligataons (Note 2'1)

261,823,540
31,026,212

26,692,620
3,19,542,372

218,419,374
30,995,789

24,909,246
274,324,409

Average monthly number of persons employed by the Company during the year:
77

Permanent employees

77

Other income
2018

2019
Scrap sales

548,77'l

Write back of creditors
Profit on disposal of property, plant and equipment
Empty drum sales

434,949

747,294
1,731,246

450,061
53,211
6,963,227
682,696

8,'t49,195

Finance income and costs
20'18

Finance income:

20'19

lnterest income on shoritem deposits
lnterest income on employee loans

42,139,283

442,566

42,581 ,849

Net foreign exchange transaction and translation gains

(3,347,863)

Nit

(45,448,199)
Finance income - net

22,173,711
Nit

22,173,711

(42,100,336)
(45,448,199)

Net foreign exchange transaction and translation losses

470,072

28.724.615

71,306,464
lnterest charge on lease laabilities (Note 14)
lnterest expense on bank overdraft

21,703,639

25,858,265

Nir

(1,867,223)

(1,867,223)
(3,299,899)

(5,167,122)
17,006,589
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10

Tax

2019

2014

Current tax:
Current ta/ or prolrts for the year
Under provision for income tax in respeci of previous years

827,870,559

Nil

40,471

827,870,559
Deferred tax

757,669,592
757,7'10,063

:

Origination of temporary differences (Note 17)

lncome tax expense
Deferred tax (credited) / charged to other comprehensive lncome (Note 17)

'15,955,251

10,546,670

843,825,810
(7,450,481)

768,256,733
1,241,116
769,497,849

836,375,329

The tax on the Company's profit before tax differs from theoretical amouni that would arise using the basic tax rate of the Company as
follows:

2019
Profit before tax
Tax calculated at a tax rcle of 28% (2018 - 28%)
Tax effects of:
- Different tax rates
- lncome not subject to tax
- Expenses not deductible for tax purposes
- Profit on sale of fixed assets
- Tax profit on retirement / disposal of flxed assets
(Over) / under provision for income tax in respect of previous years

Tax charge

2,943,233,385

2014
2,760,085,320

824j05.348

772.A23.890

Nir (12,240,329)
(18,958)
Nit
19,644,845 7,743,517
(91,858)
\121,787)
't97,404
Nil
40.471

843,825,810

76A,256,733

The Company as liable for income tax at a rate of 28% on trading, interest income and on profits attributable to direct and indirect
exports from year of assessment 2019/20. Profits attributable to direct and indirect exports prior to year of assessment 20'18/19 was
taxed al12o/o.
Further information about deferred tax is provided in Note 17.

11

Earnings per shar€
Basic earnings per share is calculated by dividing the proflt attrabutable to equity holders of the Company by the weighted average
number of ordinary shares in issue during the year:

2019

Profit attributable to shareholders
Number of ordanary shares in issue at 31 December (Note 20)

2.099.407.575

1,991,828.587

240,000,000

240,000,000
8.30

8.75

Basic earnings per share (LKR)

12

2018

Dividends
2019
Proposed and paid interim dividend of LKR 7.75 per share (2018 - LKR

'1,860,000,000

2018
2,'100,000,000

The fourth interim dividend for 2O'18 of LKR 1.50 per share amounting to LKR 360,000,000 was declared on 15 February 2019 and paid
on 12 March 2019.
The fourth interim dividend for 2019 of LKR 2.00 per share amounting to LKR 480,000,000 was declared on 24 Februaty 2020 and paid
on 17 March 2O2O.
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14

Leases
This note provides information for leases where the Company is the lessee.
(a) Amounts recognised in the statement of financial position

The statement of financial position shows the following amounts relating to leasesl

Right-of-use assets
Land and buildings
l\,4otor vehicles

Lease liabilities
Cuffent lease liabilities
Non-current lease liabiliiies

2019

20'l.8

337 ,321 ,17 4

Nit

52,047,104

Nil

389,368,278

Nit

2019

2018

36,1 19,191

Ni

358,191.114

Ni

394,910,905
Additions to the right-of-use assets during the financial year ended 31 December 2019 were LKR 76,725,030.
Movemeni relating to leases:

2019

Right-of use assets

210,831,992

Right-of-use asset recognised as at 1 January 20'19 - Land and buildings
Right-of-use asset recognised as at 1 January 2019 - Motor vehicles
Transferred from lease rentals paid in advance
Additions made during the year - Buildings
Depreciation charged during the year - Land and buildings (Note 6)
Depreciation charged during the year - Motor vehicles (Note 6)

76,7 4A,581

14,139,548

(49,076,873)
389,368,278

Right-of-use asset recognised as at 31 December 20'19

2019

Lease liabilities
Lease liability recognised as at 1 January 2019 - Land and buildings
Lease liability recognised as at 1 January 2019 - l\,4otor vehicles
Additions made during the year - Buildings
lnteresl charged during the year (Note 9)
Rentals paid during the year

270,831,992

Lease liability recognised as at 31 December 2019

394,910,905

76,7 48,581
76,725,O30
42,100,336
(71,495,034)

(b) Amounts recognised in the income statement
The income statement shows the following amounts relating to leases:

Depreciation charge of right-of-use assets
Land and buildings (Note 6)
l\4otor vehicles (Note 6)

lnterest charge on lease liabilities (Note 9)
(c) The total cash outflow for leases for the financial year ended 3'1 December 2019

2019

2014

24,375,396
24,701,477
49,076,873

Nil

42,100,336

Nil

,495,034.

Nit

Nil
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'15

Trade and other receivables

2019

2018

Trade receivables
Less: provision for impairmeni of trade receivables Irefer (a) below]

988,555,261

898,951,644
(2,802,470)

Trade receivables - net

988,509,253

896,149,114

(46,008)

4,125,090

Prepayments

Deposits
Staff loans lrefer (d) below]
l\4arketing support fee paid to service
centre operators [refer (e) below]
Statutory receivables Irefer (c) below]
Other receivables

35,51 1,515

17 ,931 ,792
29,471 ,505

29,174,919

32,159,474

33,140,763
42,344,711
5,970,371

49,545,606
5,644,616

1,138,776,622

1,068,228,687

15,209,640

Receivables from related parties INote 26 (d) (i)l

't,153,986,262

Total trade and other receivables
Less: non-current pofiion
Staff loans
Marketing support fee paid to service centre operators
Deposits

21

,729,258

1,089,957,945

21,624,537
17,230,298

24,824,17 4

5

29,471 ,505

1 't , 5'1

35,5

74,366,350

Total non-current portion
Current portion

(a) lmpairment of trade

37,326,520

21,943,084
76,238,763

1,079,619,912 1,013,719,182

receivables,

The Company applies the SLFRS I simplified approach to measuring expected credit losses which uses a lifetime expected loss
allowance for all trade receivables.
To measure the expected credit losses, trade receivables have been grouped based on shared credit risk characteristics and the days
past due. The Company has therefore concluded that the expected loss rates for trade receivables are a reasonable approximation of
the loss rates.
The expected loss rates are based on the payment profiles of sales over a period of 36 months before 31 December 2019 or 1 January
2019 respectively and the corresponding historical credit losses experienced within this period. The historical loss rates are adjusted to
reflect current and forward-looking information on macroeconomic factors afFecting the ability of the customers to settle the receivables
and accordingly adjusts the historical loss rates based on expecied changes.
On that basis, the loss allowance as at 31 December 2019 and 1 January 2019 (on adoption of SLFRS 9) was determ ined as follows for
both trade receivables:
2019

46,008

Loss allowance
The closinq loss allowances for trade receivables as at

3'1

Closing balance

2,402,170

December 2019 reconcile to the openang loss allowances as follows:
2019

Opening loss allowance as at 1 January
Trade receivables written off against loss allowance
Reversal of loss allowance on trade receivables (Note 6)

2014

2,802,470

2018
'18,053,628

(698.072) (13.809.807)
(2,058,390) (1,441,351)
46,00a 2,802,470

Trade receivables are written offwhen there is no reasonable expectation of recovery. lndicators that there is no reasonable expectation
of recovery include, amongst others, the failure of a debtor io engage in a repayment plan with the Company and .I failure to make
contractual payments.
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Trade and other receivables (Contd)

(b)

The carrying amounts of trade and other receivables are denominated in following currencies:
2018

2019

228,476,805 128,659,783
925,509,457 961,298,162

US Dollars

Sri Lankan Rupees

I
(c) Other receivables

153 q86

O89 q57 945

I

'6'

mainly consist ofVAT receivable of1KR42,344711 l2o1a - LKR 49,545,606).

(d) Staff loans due at the financial position date represent loans given to staff on fixed repayment terms and are unsecured. These
loans are largely given at a concessionary rate of 4.270 per annum (2018 - 4.2%J. The effective market interest rates on non-current
receivables (staff loans) as at 31 December 201 9 were '12.5% per annum (201 I - 14.5%). The effect of discounting is not considered to
be material.
(e) Marketing support fee is an advance payment made to the service station operators under which a bulk payment is made at the
beginning of the contract period to meet ihe marketing expenses over the contract period. Service staiion operator should guarantee a
minimum volume over the contract period to meet his obligations under the coniract. lf the terms are not met, service station operator is
required to refund to the Company a propodionate amount of the bulk payment. The marketing support payment is amortised over the
contract period and amortisation charge of LKR 17,361,757 (2018 - LKR 17,937,995) is recognised in the statement of comprehensive
income (Note 6).

16

Flnancial instruments by category
Loans and
receivables

Tota

I

a) 31 December 2019
Financial assets - measured at amortised cost
Trade and other receivables (excluding prepayments, statuiory receivables and
marketing support fee paid to service centre operators)
Amounts due from related parties
Cash and cash equivalents (Note 19)

'1,059,166,058

1,059,166,058
15,209,640
869,635,'146 869,635,146

't5,209,640

'1,944,010,444 1,944,010,444
Other

financial
liabilities

Total

b) 31 December 2019

Financial Iiabilities - measured at amortised cost
Trade and other payables (excluding statutory liabilities)
Amounts due to related parties
Lease liabilities (Note 14)

496,193,547

496,193,547

291 ,677 ,51

291 ,677 ,51

1

394,910,905
1,182,781,963
Loans and
receivables

1

394,910,905

1,182,7A1,963

Total

c) 31 December 2018
Financial assets - measured at amortised cost
Trade and other receivables (excluding prepayments, statutory receivables and
marketing support fee paid to service centre operators)
Amounts due from related parties
Cash and cash equivalents (Note '19)

963,424,769
21 ,729,258
258,765,876

't,243,919,903
Other
financial
liabilities

963,424,769
21

,729258

258,765,876
1,243,919,903

Total

d) 3l December 2018
Financial liabilities - measured at amortised cost
Trade and other payables (excluding statutory liabilities)
Amounts due to related parties

657,202,995
7s6,263,617

1,413,466,612

657,202,995
756,263,617
1,413,466,612
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16

Financial instruments by category (Contd)

e) Credit quality of financial assets that are not impaired can be assessed by reference to historical information
Trade receivables
2019
Distributors

Commercial/ industrial and others
Expori customers / overseas

201A
570,439,295

536,809,655
279,7 53,365
171,946,233

261 ,224,664

988,509,253

896,149,174

64,485,215

Counterparties without external credit rating:

2018

2019

Group

987,892,626
616,627

1

Group 2
Group 3

Total unimpaired trade and related party receivables
Group

1

Group 2
Group 3

-

895,532,547
616,627

Nit

Nit

988,509,253

895,149,17 4

customers / related parties (less than 3 months).
customers / related parties (more than 3 months)with no defaults in the past.
customers / related padies (more than 3 months) with some defaults in the past. All defaults were fully recovered.

Cash and cash equivalents
20't9
869,502,448

Cash at banks with AAA to A ratings
Cash in hand

17

2014

132,698

258,633,796
132,080

869,635,'146

258,765,476

Deferred tax liabilities
Deferred tax is calculated on all temporary differences under the liability method using an effective tax rale ot 2go/a (2A18 - 28%).
The gross movement on the deferred income tax account is as follows:

20't9
257,505,313

At beginning of year
Charged to income statement (Note 10)
(Credited) / charged to other comprehensive income (Note '10)

At end of year

15,955,25't
17,450,481)

266,010,083

20'18

245,717,527
10,546,670
1,241,116
257,505,313

The analysis of deferred tax assets and deferred tax liabilities is as follows:
2019

Deferred tax assets
'12

- Deferred tax assets to be recovered after more than
- Deferred tax assets to be recovered within 12 months

months

(36816,342)
(4,330,208)
(41,146,550)

2018
\24,681,175)
(14,417,469)
(39,098,644)

Deferred tax liabilities
- Deferred tax liability to be recovered after more than
Deferred tax Iiabilities - net

'12

months

307.156.633
266,010,083

296.603.957
257,505,313

Accelerated

tax
Deferred tax liabilities
1 January 20'18
Charged to income statement

291 141,263
5 462,694

291,141,263

At 31 December 20'18
Charged to income statement

296,603,957

552.676

296,603,957
10.552 676

At 31 December 2019

307,156.633

307.156,633

At

10

5,462,694
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Deferred tax liabilities (Contd)
Defined

benefit
obligations

Deferred tax assets
1 January 2018
Charged to income statement
Charged to other comprehensive income (Note 10)

(45,423,7 36)

(45,423,7 36)

5,083,976

5,083,976
1,241,116

At 3'l December 2018

(39,098,644)

(39,098,644)

At

1,241,116

5,402,575

5,402,57 5

Charged to income statement
Credited to other comprehensive income (Note 10)

(7,450,481)

17,450,481)
(41,146,550)

At 31 December 2019

18

Total

(41,146,550)

lnventories
2019

1,410,579,687

Raw materials and consumables
Finished goods

2018
2,181,038,900

528,717,511

574,696,363

1,939,297,198 2,755,735,263
(a)

Raw material and consumables and finished goods include goods in transit amounting to LKR 146,131,853 (20'18 - LKR
622,612,566).

(b) The cost of inventories consumed and included

'19

in cost of sales amounted to LKR 6,927,866,718 (2418 - LKR 6,249,746,721).

Gash and cash equivalents

2019
169,635,146

Cash and bank balances
Short term deposits

700,000,000
869,635,{46

Short term deposits mainly consisted of repos, treasury bills and time deposits with a tenure of

2018
258,765,876

1

Nit

258,765,876

to 3 months.

The weighted average effective interest rate on short term deposits was 7.89% (2018 - 7.28o/o).
The cash and cash equivalents are denominated in following currencies:

2019
US Dollars

Sri Lankan Rupees

16,960,167

852,674,979
869,635,146

2018
47,079,222

211,686,654
258,765,876

For the purpose of cash flow statement, ihe year end cash and cash equivalents comprise of the following:

2019
Cash and bank balances
Short term deposits

20

20't8

169,635,146

258,765,876

869,635,.146

258,765,876

700,000,000

Nir

Stated capital
Ordinary shares
Number of
shares

Value of
shares

At 3'1 December 2018

240,000,000

600.000.000

At 3'l December 20{9

240,000,000

600,000,000

All issued shares are fully paid and do not have a par value.
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Retirement benefit obligations
2019

2018

Statement of financial position obligations for:

146,951,965

Gratuity beneflts

lncome statement charge

:

Gratuity benefits (Note 7)
Oth e r com pre

hen

't39,638,014

26.692.620

?4,909,246

26,608,860

(4,432,557)

si ve i nco me :

Remeasurement loss / (gain)
The movement in the defined benefit obligation over the year is as fo lows:

2019

2018

13S,638,014

At 1 January

162,227,628
16,547,218
8,362,028

1A,215,334
16,477,286
26,608,860

Current service cost
lnterest cost
Remeasurement loss / (gain)
Benefits paid

\4,432,557)

(45,987,529) (43,066,303)
146,951,965 139,638,014

At 31 December
The amounts recognised in the statement of comprehensive income are as follows:

2019

2018

Current service cost
lnterest cost

10,215,334

16,547,218

Total included in the employee benefit costs (Note 7)

26,692,620

24,909,246

16,477,286

8.362,028

The provision is not externally funded, but actuarially valued and the valuation was carried out by Actuarial & Management Consultants
(Private) Limited, an independent actuary, on 31 December 2019 using the Projected Unit Credit Method. The principal actuarial
assumptions used were as follows:

2019
104/1
comPounded
annlally
1% pet yeat
80/" perannum up to
age 55 and 0%
thereafter

Discount rate
Estimated salary increment rate

Withdrawal rate

2018
l1_Aoya

compounded
annually
6% per year
8% per annum up

10

age 55 and 0%
thereafter

Assumptions regarding future mortality experience are set in accordance with A 67/70 [4ortality Table.
The sensitivity of the deflned beneflt obligation to changes in the weighted principal assumptions is:

Change in

lncrease in

assumption assumption

Decrease in

assumption

22%

lnclease by 5.77Yo

6.07%

Decrease by 5 57%

Discount rate

1.00%

Decrease by 5

Future salary groMh rate

1.00%

lncrease by

The above sensitivity analysis is based on a change in an assumption while holding all oiher assumptions constant. ln practice, this is
unlikely to occur, and changes in some ofthe assumptions may be corelated. When calculating the sensitivity ofthe defined benefit
obligation to significant actuarial assumptions the same method (present value ofthe defined benefit obligation calculated with the
projected unit credit method at the end of the reporting period) has been applied as when calculating the pension liability recognised
within the statement of financial position.

The methods and types of assumptions used in preparing the sensitivity analysis did not change compared to the previous period.

Maturity profile of the defined benefit obligations
The weighted average duration of the defined benefit obligation is 5.98 years. The distribution of the timing of benefit payments is as
follows.
Expected maturity analysis of undiscounted retirement benefit
2019
Less than 1 year

Betweenl-2years
Between2-5years
Between5-l0years

15,465,028
44,298,792
65,674,178

60,299,231

2018
51,490,962
12,7 56,213

47,110,769
82,139,285

145,737,229193,497,229
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Trade and other payables
20't9
Trade payables

Acciued expenses [see Note (a) below]
Statutory payables
Other payables lsee Note (b) below]

Payable to related companies - Trade [Note 26 (d)(ii)]

2018

259,347,506
206,070,019
1,512,187
30,776,022

305,920,591

329,131,023
9,97'1,S68

22,151,381

497,705,734
291.677,511
789,383,245

667,174,963
756.263.617

1,423,438,580

(a) Accrued expenses include employee related payables amounting to LKR 47,273,462 (2018 - LKR 35,926,325), lubricant license fee
of LKR 35,748,854 (2018 - LKR 30,483,070 ), payable for advertising and sales promotional expenditure of LKR 32,758,319 (2018 LKR 2,'1 '13,485), payable for trade discounts & lncentives of LKR 17,2a1,781 (20'lB - LKR 23,186,253) and import fees payable of LKR
11,032,692 12018 - LKR '164,118,453).
(b) Other payables mainly consist of unclaimed dividends by shareholderc other than parent company of LKR 26,889,977 (20'18 - LKR
21,662,404).

(c)

The carrying amounts oftrade and other payables are denominated in following currencies:

2019
US Dollars
Sri Lankan Rupees

789,383,245
23

2UA

408,968,964
380,414,281

917,091,338
506,347,242

1,423,438,580

Contingent liabilities
There were no material contangent liabilities existing at the date of the statement of financial position.

24

Commitments
Capital commitments
There were no material capital commitments at the date of the statement of financial position.

Operating lease commitments
There were no operating lease commitments at the date of the statement of flnancial position.

Financial commitments
The Company has entered into Service LevelAgreements (SLA) with Chevron USA lnc., Chevron Singapore Private Limited and
Chevron Holdings lnc. which govern the services offered by the Group companies and reimbursement of costs incurred by the Group.
Other than above, there were no material commitments outstanding as at the date of the statement of financial position.

25

Cash generated from operations
Reconciliation of profit before tax to cash generated from operations:

2018

2019
Profit before tax

2,943,233,385

2,760,085,320

Adjustments for:
Depreciation on property, plant and equipment (Note 13)
Depreciation on right-of-use assets INote 14 (b)]
Write off of property, plant and equipment (Note 6)
Amortisation of marketing support fee paid (Note 6)
Profit on disposal of property, plant and equipment (Note 8)
lnterest income (Note 9)
lnterest expense (Note 9)
Reversal of provision for impairment oftrade receivables INote 15 (a)l
Defined benefit obligations (Note 21)
Changes in working capital
- trade and other receivables
- inventories
- payables

Cash generated from operations

176,399,447

49,076,873
758,986
17,361,757
(434,949)

(42,581,849)

45,448,199
(2,058,390)
26,692,620

172,976,571
Nit

3,037,231
17,937,995
(6,963,227)

(22,173,711)
1,867 ,223

(1,441,351)
24,909,246

(92,230,023) 237,222,472
816,438,065 (709,775,641)
(632.480.836) 774.889.373
3,305,623,245

3,252,571,501
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Directors' interest in contracts and related party transactions with the Company
None of the directors of the Company had any direct or indirect inlerests in any contracts with the Company other than those stated
below.
Ms Rochna Kaul, Mr Pat Mccloud and Mr Erande De Silva, directors of the Company, are also directors of Chevron Ceylon Limited,
which is the immediate holding company. l\,4s. Rochna Kaul is also a director of Chevron Lubricants Vietnam Limited, Chevron Pakistan
Lubricants Limited, Chevron Lubricants lndia Private Limited and Chevron Lubricants Holdings Pte Ltd, whilst Mr Nicolas Bossut is a
Director of Chevron Singapore Pte Ltd, Chevron Pakistan Lubricants Limited, Chevron Lubricants Holdings Pte Ltd, Chevron
lnternational Holdings Pte Ltd, Chevron Companies (Greater China) Limited, Caltex South China lnvestments Limited, Chevron South
Asia Holdings Pte Ltd and Star Petroleum Refining Public Company Limited.
The followinq transactions were carried out with the related parties.

(i) Reimbursable expenses incurred by chevron Lubricants Lanka PLc
2018

2019
Chevron Ceylon Limited
Chevron Singapore (Private) Limited

53,500
1,340,854
1,394,354

Nil
Nil

Nil

(ii) Other related party transactions
The Company is controlled by Chevron Ceylon Limited which owns 5'l% ofthe Company's shares. The remaining 49% ofthe shares are
widely held. The ultimate parent of the Company is Chevron Corporation lnc, incorporated in San Ramon - USA. All the related entities
disclosed below with which the Company had transactions during the year are related through the ultimate parent company.

(a) Sale ofgoods and services (Note 5)
Sa/e o/ qoodsl
Chevron Thailand Limited
Chevron Marine Products LLC
Chevron Pakistan Lubricants Private Limited

2019

2018

45,045,227
65,322,016

17,795,103
53,022,759

2,626,377

'112,993,620

21,663,569
92,441,431

Goods are sold based on the price list in force and tems that would be available to third parties.

(b) Purchases of goods and services
20't9

2018

Purchase of goods:
Chevron
Chevron
Chevron
Chevron
Chevron
Chevron
Chevron
Chevron
Chevron

Singapore Private Limited

Asia Pacific Holdings Ltd (Chevron Alkhalij)
Thailand Limited
Oronite (Private) Limited
Products Company
Brazil Lubricants Limited
Belgium N.V
Lubricants Vietnam Limited
Marine Producis LLC

2,372,326,464

3,308,200,695
25,865,420
93,453,830
834,994,456 527,891,326
5,837,975
5,508,308
4,386,080
4,780,853

28,012,736
72,848,852
Nit
Nit
4,322,886
5,653,811
377.863

3,318,537,068

Nil

3,975,924,487

2019

2018

Purchases of seNices:
Holdings lnc. (Philippines)
USA lnc. (Chevron lnformation Technology Company)
USA lnc. (Chevron Products Company)
Belgium N.V
Chevron Corporation
Chevron USA lnc. (Chevron lndustries)
Chevron Singapore Private Limited

Chevron
Chevron
Chevron
Chevron

6,724,692
71

,494,110
8,072,088

221,354

5,423,876
69,291,950
46,140,219
'176,646

519,385,339

3,157,411
33,071,269
479,599,481

695,5s9,259

636,860,852

60,09'1

89,601,585
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Directors' interest in contracG and related party transactions with the Company (Contd)

(ii)

Other related party transactions (Contd)

(b) Purchases of goods and services (contd)
The Company procures most of its raw materials (base oils and additives) from related parties on commercial terms and conditions.

The Company receives services from Chevron Group Companies (CGCs) for which payments are made by the Company. These
services include Origanal Equipment Manufacturers (OEM) endorsement and identiflcation and acquisitaon, product life cycle
management, regional marketing, global supply chain planning and operations, operational excellence and enterprise resources
planning, human resources management services, legal services and lT servaces. The Company has entered into service level
agreements with relevant Chevron affiliates, setting out the methodology, terms and conditions for the service charges among Group
Companies.
Purchases of goods and services during the year from related parties amounts to 97% (2018 - '1 '18%) of net assets and 64% (2018 76%) ofiotal assets at the end of the financial year.
Key management consists the members of the Board. The compensation paid or payable to key management personnel is shown
below:

2019
Salaries and other short-term employee benefits

2018

122,860,010 87,409,997
122,860,010 87,409,997

(c) Outstanding balances arising from sale / purchase of goods / services
(i)

Receivable from related parties:

Chevron
Chevron
Chevron
Chevron
Chevron
Chevron

Products Company
Services Company
Marine Products LLC
Pakistan Lubricants Private Limited
Thailand Limited
Singapore Private Limited

(ii) Payable to related

parties:

Chevron Holdings lnc. (Philippines)
Chevron Singapore Private Limited
Chevron Oronite (Private) Limited
Chevron USA lnc. (Chevron lnformation Technology Company)
Chevron Thailand Limited
Chevron USA lnc. (Chevron Products Company)
Chevron Belgium N.V
Chevron Malaysia Limited
Chevron Corporation
Chevron USA lnc. (Chevron lndustries)
Chevron Asia Paciflc Holdings Ltd (Chevron Alkhalr)

2014

2019
1,581,895
401,536
5,321,561

889,788
1s0,823
20,688,647

2,628,100
3,935,694

Nil
Nil
Nil

15,209,640

21,729,258

2019

2014

1,340,854

612,777
177,172,535
89,898,436
11,796,770
Nit
Nit

'128,569

653,394,589
41,517,083
14,200,435
8,062,398
417 ,509

12,349
115,448

Nit

Nit

6,O71

9,441,499

33,071,269
5,465,694

2,627,697

291,677,s11

Nit

756,263,617

(d ) Mr. Asite Talwatte is a Director of Diesel & Motor Engineering PLC & Central Finance Company PLC, The Company had

following receivable and payable balances as at the statement of financial position.
2019
Receivable from Diesel & Motor Engineering PLC
Payable to Central Finance Company PLC

2018

2,944,771

3,165,509

23,760

Nit
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Changes in Accounting policies
This note explains the impact of the adoption of SLFRS 16, Leases, on the Company's financial statements
The bompany has adopted SLFRS '16; Leases retrospectively from 1 January 2019, but has not restated comparatives for the 31
December 20'18 reporting period, as permitted under the specific transition prov sions in the standard. The reclassifications and the
adjustments arising from the new leasing rules are therefore recognlsed in the opening statement of financial position on 'l January
2019 The new accounting policy is disclosed in Note 2.6.
On adoption of SLFRS 16, the Company recognised lease liabiTities in relation to leases which had previously been classified as
'operating leases' under the princaples of LKAS '17, Leases. These liabilities were measured at the present value ofthe remaining lease
payments, discounted using the lessee's incremental borrowing rate as of 1 January 2019. The weighted average lessee's incremental
borrowing rate applied to the lease liabilities on I January 2019 was 1 1%.

(a)

Practical expedients applied

ln applying SLFRS

'16

for the first time, the Company has used the following practical expedients permitted by the standard.

- applying a single discount rate io a portfolio of leases with reasonably similar characteristics;

-

relying on previous assessments on whether leases are onerous as an alternative to performing an impairment review

-

there

were no onerous contracts as at 1 January 2019;
- accounting for operating {eases with a remaining lease term of less than 12 months as at 1 January 2019 as short-term leases;
- excluding initial direct costs for the measurement of the right-of-use asset at the date of initial application, and
- using hindsight in determining the lease term where the contract contains options io extend or terminate the lease.
The Company has also elected not to reassess whether a contract is, or coniains a lease at the date of initial application. lnstead, for
contracts entered into before the transition date the Company relied on its assessment made applying LKAS 17 and lnterpretation 4
Determining whether an Arrangement contalrs a Lease.

(b)

Measurement of lease liabilities

20't9
Operating lease commitments disclosed as at 31 December 20'18
(Less): short-term leases not recognised as a liability
Add: NBT of operating leases

828,266,022
(3,384,000)
12,724,756

Operating lease commitments for SLFRS 16 adoption

837,606,778

Discounted using the lessee's incremental borrowing rate of at the date of initial application

347,580,573

Lease liability recognised as at 1 January 2019

347,580,573

Of which are:
Current lease liabilities
Non-current lease liabilities

23,611,742
323,968,831
347,580,573

(c)

Measurement of riqht-of-use assets

The associated righlof-use assets for property leases were measured on a retrospective basis as if the new rules had always been
applied. Other righi-of use assets were measured at the amount equal to the lease liability, adiusted by the amount of any prepaid or
accrued lease payments relating to that lease recognised in the statement of financial position as at 1 January 20'19. There were no
onerous lease contracts that would have required an adjustment to the right.of-use assets at the date of initial application.

(d)

Adjustnents recognised in the statement of financial position on

1

January 2019

The change in accounting policy affected the following items in the statement offinancial position on

1

- right-of-use assets - increase by LKR 347,580,573
- prepayments - decrease by LKR 14,139,548
- lease liabilities - increase by LKR 347,580,573
The net impact on retained earnings on 1 January 2019 was LKR Nil.

(e)

Adjustments recognised in the statement of financial position on

1

January 2019

The Company did not need to make any adjustments to the accounting for assets held as lessor under operating leases as a result of
the adoption of SLFRS '16.
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Changes in Accounting policies (Contd)

(0

Sinplified transition approach

Where a lessee applies the simplified approach, it does noi resiate any comparative information. lnstead, the cumulative effect of
applying the standard is recognised as an adjustment to the opening balance of retained earnings (or another component of equity, as
appropriate) at the date of initial application. While full retrospective application is optional, if chosen it must be applied to all leases.
Selective application of the simplified transition approach is not permitted.

Statement of financial position item
Leases previouslv classified as operating leases

Measurement

Lease liability

Present value of remaining lease payments, discounted using the lessee's
incremental borrowing rate ai the date of initial application.

Right-of-use asset

Retrospective calculation, using a discount rate based on the lessee's
incremental borrowing rate at the date of initial application.

Or
Amount of lease liability (adjusted by the amount of any previously
recognised prepaid or accrued lease payments relating to that lease).
Lessees can choose one of the alternatives oI) a /ease-by-lease bas/s.

Statement of financial position item
Leases Dreviously classified as finance leases

Measurement

Lease liability

Carrying amount of the lease liability immediately before the date of initial
application.

Righlof-use asset

Carrying amount ofthe lease asset immediately before the date of initial
applacation.

Lease liabililies and righl-of use assels

2A

Any measurement adjustments arising from applying SLFRS 16 are
recoqnised post-transition, i e. not throuqh reiained earninqs.

Events after the end of reporting period
Other than those disclosed below, no events have occurred since the statement of flnancial position date which would require

adjustments to, or disclosure in, the financial statements.

(a) The fourth interim dividend of

LKR 2.00 per share amounting to LKR 480,000,000 was declared on 24 February 2O2O and paid on
17 March 2020 (The Company was compelled to defer payment by a day from 16 March 2020 due to the sudden bank holiday declared
by the Government in relation to COVID-19).

(b) The Government has proposed amendments to lnland Revenue Act No.24o12017, intimated bythe Department of lnland Revenue
on 8 April 2020 under circular PN/|T/2020-03 (Revised). The proposed amendment includes a reduciion in the corporate tax rate
applicable to the Company, from 28% to '18% on gains and profits from Manufacturing, and 28% to 14% on gains and profits from
conducting a business of sale of goods or merchandise where the payment for such sale is received in foreign currency and remitted
through a bank to Sri Lanka.
(c) The Coronavirus ("Covid-19") is expected to have an impact on the Company's business performance in the short term. The
Management will monitor and control spending in anticipation of an eventual recovery of the marketplace. Considering the degree of
uncertainty and the prevailing market conditions, l\,4anagement is leveraging on scenario planning in preparation for varying degrees and
pacing of the recovery in the market. As such, based on management's initial estimates, the Company's flnancial performance in the
short term is expected to correlate with the prevailing negative business environment which continues to evolve. ln this context,
conservation of cash remains a priority and the Company has adequate cash flows (including undrawn credit facilities if required to meet
contingencies) to ensure seamless operations. The Board and management remain committed to take all decisions and measures to
ensure the Company remains viable as an entity through these uncertain times.

