
Iistration No. PV 2631

59, Gregory's Road,
Colombo 7,
SriLanka.

TeI z (0ll)2671439
(011) 2688844

tr'ar : 0094- ll-2671440
E-mail : info@prsslkcom

O3d D"."-ber 2019

Ms. Nilupa Perera,
IIcad of I'rading, Markct Surveillancc & Corporate Alfairs,
Colombo Stock Iixchangc

Dear Madam,

Rectification of the Flmphasis of matter on going concern in the Independent Auditors
Report on the Audited F'inanC.ial S_tatements for thc year ended 31.t March 20_18/2019.

We hereby acknowledge that the Company has taken necessary steps to resolve the
Emphasis of matter on going concern in the Independent Auditors Report on the Audited
Financial Statements for the year ended 31st March 2018. In terms of the listing
rule 7.5 (d) tll) 9 [b) of the Colombo Stock Exchange Ru]es, please find the enclosed as

follows,

t. The confirmation by the Audit Committee on the resolving matters.

2. Declaration by an Auditor of the Company as to the resolution of all matters giving rise to
the Emphasis of matter on going concern.

3. Declaration by the Board of Directors

Accordingly, the Company is of the view that it has fulfilled all the requirements under
the CSE listing rules to resolve the respective audit qualifications as at to date.

Yours faithfully,

BY ORDER OF THE BOARD OF DIRECTORS SIERRA CABLES PtC
P. R. SECRETARIAL SERVICES fRrvArE)L|MITED

Secretarial Services (PvtJ Ltd
Secretaries to SIFIRRA CABLES PLC

-;

Directors
J.tLP.Ratnayeke
LL.B,LL.M.(Lond)
Attomey-al-Law

1'harini Gunasektl";r
i,1.. 8., l,LM (( o! u,t t !:' t 1

.-|t t0ntuy-al-Lae,

R.C. Ratnayeke
LLB Puil
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DECIARATION BY BOARD OF DIRECTORS

We the undersigned on behalf of the Board of Directors of Sierra Cables PLC ("the company'') Declares

that Sased on the financial litatenrents for the year ended 31't March 2018 and in accordance with the

Rule 7.5 (d) (ll) (3) of the enforcement Rules of the Colombo Stock Exchange the shares were initially

._ $ransferred to the "Watch List" with effect from 07th September 20L8. Subsequently based on the

"financial statements for the year ended 31't March 201-9, shares were transferred to "Watch List" for

further period commencing from 04th September 2019.

We requested the external auditors of the company review the financial statements as at 31't October

2A*.

The Audit Comrnittee evaluated Auditors Review Report as at 31't October 2019 and we are in

agreen'rent with their opinion that there is no bas!s to continue the going concern in the respect of the

Subsidiary company Sierra Cables East Africa Lirnited and fuli prov!sion for the loss incurred by the said

subsidiary has aiready been made in the books of accounts of the company,

Accordingly, the Emphasis of the Matter expressed on the financial statements as at 31't March 2018

anC 31"'t March 2019 stands resolved.

Yours fa

ily rhe for Sierra Cables PLCt

Perera
n

D. S. Panditha
Managing Directorc

26'h Novernb er 201,9

Sierra Cables PLC.
Co.Reg. : PQ 166
P.O. Box 6, Kaduwela, Sri Lanka.
Iei: +g4-(si :14- 4120*A-4 Fax. +g4-(c)-11-2770291 E-mail : ;nfo@:ierracabies.corn web : w"vwsierracables'com
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DECLARATION OF THE AUDIT COMMITTEE ON RESOTVING EMPHASIS OF MA]TER PERTAINING TO

MATERTAL UNCERTAINTY ON THE GOING CONCERN ABILITY OF SUBSIDIARIES ON THE FINANCIAL

STATEMENTS oF SIERRA CABLES PLc FoR THE YEAR ENDED 315T MARCH 2OT8 & 31ST MARCH 2019.

Sierra lndustries (Private) Limited was awarded with a contract fr:r suppiy of materials to infrastructure

project during the financial year ended 31't March 2018 and in compliance to the conditions laid clown

'.' in the material supply agreement, company was to manufacture and deliver the substantial value erf

materials prior to the same financial year end. Despite company manufactured the materials in line

with said agreement, materials were not delivered due to the constraints with the rnain contractor.

As a result, Sierra lndustries (Private) Limited recorded continuous losses and accumulated loss as at

31't March 2018 amounted to Rs. 216,202,484. However, during the financial year ended 31't March

2019, company was able to deliver the materials manufactured for the said infrastructure project,

which resulted in recording of profit of Rs.38.3 Mn t20fl12Ai,8 - Loss of Rs. 59.7 Mn). Hence net

current liabilities exceeded net current assets improved to Rs. 116.9 Mn which was Rs. 120"6 Mn as at

31.03.2018. For ensuing financial year company has budgeted revenue of Rs. 800 Mn from said

infrastructure project which wili generate sufficient positive cash flows and as depicted in the note

35.l.onpage128oftheAnnual Reportfortheyearended3l'tMarch2019. Accordingly,thematerial
uncertainty on the going concern ability of the Sierra lndustries (Private) Lirnited was resolved.

Sierra Cables East Africa Limited recorded net loss of Rs.98.8 Mn for the financial year ended 31't

December lOtB t2}fi /2018 - Net Loss of Rs. 14.9 Mn) and as at that date the current liabilities exceed

current assets by Rs.78.5 Mn as at 31't Decernber 2018.

As at 31't October 2019, it was decided that in the books of accounts of the Sierra Cables PLC to provide

provision of Rs. 182,735,166 against the investment and Rs" 10,670,796 against the balance receivable

from Sierra Cables East Africa Limited.

M/s KPMG, external auditors of the company carried out the review of the financial statements as at

31" October 2019 and are in the opinion that there is no material uncertainty on the group's ability to
continue as a going concern as at 3L't October 2019.

Accordingly, the emphasis of matter concerning going concern ability of the subsidiaries on 3L't March

2018 and 31"st March 2019 have been resolved.

Yours faithfully

By the Order of the Audit Committee
Sierra Cables PLC

le

)

:{A4 'f.tA'<^f
M. N. Gunasekara
Chairman - Audit Committee

26th November 2019

SiErra Cahlcs FLg. ,l
Co.freg. : FQ lffi
F^O. Box$. ttudunela, Sri Ls*a.
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KPMG
(Chartered Accountants)
32A, Sir Mohamed Macan Markar Mawatha,
P. O. Box'186,
Colombo 00300, Sri Lanka.
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+94 - 11 542 6426
+94 - 11 244 5872
+94 - 11 244 6058
www.kpmg.com/lk
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29ftNovember2019

The Roard of Directors,

Sierra Cables PLC,

39 / I A, Galwarusawa Road,

Korathota,

Kaduwela.

Dear Sirs,

Sierra Cables PLC- Material Uncertaintv Relating to Goins Concern in Audited Financial
Statements for the Year Ended 3l't March 2019 and Review of Condensed Interim Financial
Statement as at 31't October 2019

We refer to the request made by your company as per the letter dated l Sth October 2019 to conduct a review
of the condensed interim financial statements of the Group and the Company as at 3 l't October 2019 and
for the seven month (07) period then ended, as per SLSRE 2410 : Sri Lanka Standard on Review
Engagemenl. This engagement was carried out with a view to assess the applicability of the material
uncertainty relating to going concern of its subsidiary, Sierra Cables East Africa Limited in the condensed
interim financial statements of Sierra Cables PLC as at 31$ October 2019. Based on our review, we wish
to state the following:

Continuity of Material Uncertainty Relating to Going Concern

The material uncertainty relating to going concern paragraph of our auditor's report dated I 3ft August 201 9

on the financial statements of Sierra Cables PLC for the year ended 31't March 2019 is due to the going
concern issue arising from its subsidiary, Sierra Cables East Africa Limited.

Current Status - Applicability of Material Uncertainty Relating to Going Concern Paragraph

Siera Cables PLC, the parent company, had made full provision for its investment in Sierra Cables East
Africa Limited amounting to Rs. 182,735,166/- andmade provision amounting to Rs. 10,670,796/- on the
balance receivable from Sierra Cables East Africa Limited in the aforesaid condensed interim financial
statement of the Company as at 3l't October 2019. Further, the Board of Directors has performed an
assessment of the Group's ability to continue as going concern as at 31't October 2019 and the Board of
Directors has concluded that no material uncertainty exists on the Group's ability to continue as a going
concern as at 3 1 't October 20 1 9.
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Consequent to the aforesaid provisions in the condensed interim financial statements of Sierra Cables PLC,

the going concern of Sierra Cables East Africa Limited has no material impact to the consolidated

condensed interim financial statements of the Sierra Cables PLC as at 31$ October 2019. Therefore, the

material uncertainty relating to going concern included in the auditor's report dated.l3eAugust 2019 on

the audited financial statements of the Company as at 3l't March 2019 has been removed from the auditor's

report on the reviewed condensed financial statements of Sierra Cables PLC as at 31$ October 2019.

Yours faithfully,

ftptg
CHARTERfD ACCOUNTANTS

Colombo, Sri Lanka

E;UUA



ANNUAL REPORT 2017_2018

Notes to the Financial Statements t--*s.r$,r:$

35. Going Concern

Sierra l$dustri*s {Privat*} Lirnited
TheCompan;z recordedcontinuouslossesandthe accumulatedlossasat3l"March20lBamountedtoRs.276,2O)-,4841'
Furthcr. the Company's net assets are less than half of its sl.ated caprtal and face se rlous loss of capital situation as per

Section 220 of the Companies Act No. O1 of 2OO1 .

The Company was awarded the contract for the Attangalle Water supply prolect. which will generate revenue of USD

5Mnintheensuing finanoal years.Asastrategicmove.theCompanyisnowfocusingontheinstitutional andpro.lect

market instead of the competitive retail market. Accordrngly, the Company is in the process of the initialising the

preliminary engagement work for the supply of PVC plpes and frttings to upcomrnq malor projects.

As a result the directors are of the view that the company would be able to generate SUfficient revenUe in the ensutng

financial years, where by accumulated losses could be reduced gradually. Further Parent entrty will continue to provide the

frnancial support to the Company.

Sierra C*bles Iast Afric* Limited
The Company recorded an accumulated loss amounting to Rs.17,040,4511 as at 31* December 2011 and it'sr:urrent
liabilrtiesexceededit'scurrentassetsasat31"December2O17bVRs.91,495,3l4l .

Even though Srerra Cables East Africa Limited was incorporated in 2O'l 5 and able to secure sufficient orders from Rural

Electrification Authority of Kenya to run the factory profitably, the Cornpany was unable to operate at optimum capacity

and recover the fixed overhead. This was primary due to non-availability oi sufficient f unds to import required raw materials.

With the financial support from the parent entity, Dlrectors are of the view that the company would be able to generate

sufficient revenue during the ensuing financial year, where by accumulated losses could be reduced gradually.

36. Financial Risk Management

36.'i lntrcd*ction and Overview
The Group has exposure to the following risks from its use of f nancial instruments:
o Credit Risk

o Liquidity Risk

o Market Risk

This note presents information about the Group's exposure to each of the above risks, the Group's objectives, policies and

processes for measuring and managing risks, and the Group's management of capital.

Risk Management Framework
The Board of Directors has overall responsibility for the establishment and oversight of the Group's risk management
framework. The Group's risk management policies are established to identify and analyse the risks faced by the Group. to set

appropriate risk limits and controls, and to monitor risks and adherence to limits

i. Credit Risk

Credit risk is the risk of financial loss to the Group if a customer fails to meet its contractual obligations, and this principally

arises from the Group's receivables from customers.

CERTIFIHD TR'tiE C*PY
LIMITEDP. R, SECRETARIAL SERVGES
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