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Dear Shareholders,

I welcome you to the Forty - Third Annual General Meeting of the Company and
would like to, on behalf the Board of Directors, present to you the Annual Report and
Audited Financial Statements for the financial year 2008/09.

Macroeconomic environment

The year under review was a bleak year for the tourism industry in Sri Lanka. Global
recession and domestic travel warnings hit the tourist industry sending both tourist
arrival numbers and earnings down. Cumulative tourist arrivals for the year 2008
declined 11.2% to 438,475 compared to 494,008 arrivals in 2007. Second year running
tourist arrivals have been below the half a million mark which is insignificant in
percentage terms in comparison to world and regional figures. Earnings too from
tourism declined to US dollars 342 million in 2008 from US dollars 385 million in 2007.
At the beginning of the year, arrivals were mainly affected by travel advisories being
issued by major tourist generating countries due to the escalation of the military
offensive in the North and East in Sri Lanka, given the government's quest to end the
war. Thereafter during the second half of the year the global recession resulting from
the financial market turmoil affected arrivals.

Financial market turmoil which hit the world has put a freeze on travel, consumer
spending and capital expenditure by individuals, having an indirect negative impact on
the tourism sector. The rise in unemployment figures and recession has brought about
a sense of fear among people and arrivals from key markets such as Western Europe,
South Asia, East Asia and North America has decreased during the period of review
due to individuals cutting back on spending. However an increase in arrivals was
recorded from the Middle East and Eastern Europe, minimizing the drop from the
more traditional markets. In the backdrop of the above, occupancy rates declined to
43.9% from 46.2%. Per capita tourist receipts too decreased to Rs. 84,598 from 
Rs. 86,175 mainly due to Sri Lanka attracting budget tourist in the holiday purpose
category as 73% of arrivals in 2008 was in this category, whilst only 8.5% for business
and others accounted for visiting family and religious purposes.

The government has taken many steps to revive the faltering industry by offering many
incentives and tax breaks to industry players to little avail. Recently The Sri Lanka
Tourism Development Authority unveiled the marketing strategy and activity plan for
2008-2010 which was presented for four key markets that have shown growth
potential; India, UK, Russia and the Middle East. The government also offered a
stimulus package to help revive the ailing tourism industry which included
rescheduling of loans, waiving off the fuel surcharge and the Economic Service Charge.
Many initiatives have also been taken during the year to bring confidence back to the
travel agents to market Sri Lanka as a safe destination. 
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Performance during the year

Though we ended the year with a net loss of Rs. 5.5 mn, it is a reduction of 78% when
compared to the loss of Rs. 25 million recorded in 2008. It's a great improvement from
last year given the adverse environment we had to conduct business in. However losses
carried forward amounted to Rs. 30 million. 

As informed to the shareholders previously the Government acquired land belonging
to the Hotel for the purpose of constructing the Dikkowita Fisheries Harbour. 
The company has recognised the market value of the acquired land as compensation
receivable in these financial statements pending finalisation of the compensation claim
and further details are provided in the related Notes to the financial statements.

Future prospects

We remain committed to improving the long term performance of the hotel and
concentrate our efforts in having Pegasus identified as one of the best MICE hotels in
the city. We, as mentioned in the previous annual reports, would look to exploit
opportunities by entering into strategic partnerships to promote the hotel.  

I thank our management and staff for their commitment in maintaining the quality
and standard of the hotel and the shareholders and our business associates for 
their support.

(Sgd)
D.C.R. Gunawardena
Chairman

12th May, 2009
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Markets

Amidst many challenges both local and international faced by the tourism industry in

Sri Lanka, the company did well to limit the losses to Rs. 5.5 million, a 78% decrease

in losses over the previous year. The revenue of the company recorded a growth of

16% due to the timely action by the management to reposition the hotel in new

growth sectors such as MICE within the leisure industry. 

Given the new strategic positioning of the hotel as a MICE destination it was greatly

patronized by local companies, multi national companies and NGO's to hold

conferences, seminars, exhibitions and outbound training programs. Hence the

revenue from this sector accounted for 26% of total revenue up from 20% recorded in

the last financial year. The Pegasus Reef hosted participants of Sports tournaments,

religious Congregations and Airline crews during the year broadening the range of

clients giving it much visibility as a niche hotel.

The remaining 74% was earned from other sources such as food & beverages, room

revenue etc.

Operations

The key to improving the current year's bottom line has been the company's ability to

maintain the operating margins at reasonable levels through stringent cost

management practices. Administrative expenses were Rs. 100 million in comparison to

Rs. 91 million recorded in the previous year. Fixed cost continued to be a major

component of the cost structure with energy cost of Rs. 23 million, accounting for a

major portion of the unavoidable expenses.  Staff cost which account for 20% of total

costs, was controlled by maintaining numbers at minimum levels.The pro-active

approach to cost management enabled the company to survive and improve 

its margins.  

Through stringent cost management and control over the working capital coupled with

enhanced marketing efforts the company recorded a positive cash flow which enabled

it to service the debt and manage the operations of the year. This is a remarkable

achievement given the environment that prevailed during the year.

Operating profit was Rs. 1.1 million, which included depreciation charge of 

Rs. 13 million. Finance charges were Rs. 6.6 million. The loss for the previous year was

Rs. 25 million and the carried forward losses are Rs. 30 million. This includes a

realization of revaluation surplus of Rs. 184.754 million relating to the land acquired

by the Government.  
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Future Outlook 

With the possible end to the hostilities the tourism sector is expected to emerge as one

of the thrust sectors of the economy in the medium term. However the global recession

and the financial crisis are likely to be the obstructions to the full recovery of the sector

in the near term.  

The company must face the challenges in the short term as it is poised for a recovery

in the future. In the interim efforts are directed at maintaining operation at low cost

and exploring opportunities in new markets within the industry. 

Carsons Management Services (Private) Limited

Managers

Colombo, 

12th May, 2009

Pegasus Hotels of Ceylon PLC 5

Review of Operations

Room Income

Food Income

Beverage Income

Telephone Income

Laundry Income

Sports Income

Other Income

Revenue Composition 2008/09

44%

46%

5%
0%1%1%3%

Cost Of Sale

Payroll

Sales & Marketing

Administration

Repair & Maintenance

Power & Energy

Non Operational

Expenditure Composition 2008/09

28%

20%

3%

16%

5%

15%

13%



The details set out herein provide the pertinent information required by the Companies
Act No. 07 of 2007, the Colombo Stock Exchange Listing rules and are guided by
recommended best accounting practices. 

The Principal activities of the Company

The Company owns and operates Pegasus Reef Hotel situated in Wattala.

Review of the year

The Chairman's statement on pages 2 to 3 and Review of Operations on pages 4 to 5
describe in detail the year's operations of the Company.

Financial Results

The Company recorded a net loss of Rs. 5.5 million for the year and the performance
is summarized below.

For the year ended 31st March 2009 2008
Rs.'000 Rs.'000

Loss for the year after taxation (5,539) (25,069)
Accumulated loss brought forward (209,740) (184,671)
Realization of revaluation surplus 184,754 -
Accumulated loss carried forward (30,525) (209,740)

Auditor's Report

The Auditor's Report on the financial statements is given on page 21.

Significant Accounting Policies

The Accounting Policies adopted in the preparation of financial statements are
disclosed on page 26. There have been no changes in the Accounting Policies applied
by the Company during the year. 

Financial Statements 

The financial statements of the Company set out in pages 22 to 42 comprise the
Balance Sheet, Statements of Income, Changes in Equity and Cash Flows together with
the Notes to the Financial Statements for the year ended 31st March 2009.

Statement of Directors' Responsibility

The Statement of Directors’ Responsibility for the financial statements is given 
on page 14.
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Interests Register 

Directors' Interests 

The Company maintains the Interest Register conforming to the provisions of the
Companies Act No.7 of 2007.

All Directors have made declarations as provided for in section 192(2) of the
Companies Act aforesaid. The relevant details as required by the Companies Act No. 07
of 2007 have been entered in the Interest Register during the year under review. 

The Interest Register is available for inspection as required under the Companies Act.

Remuneration of Directors

The Directors remuneration in respect of the Company for the financial year ended
31st March 2009 is given in Note 10.1 to the financial statements on page 33.

Directors' Interests in contracts and shares 

The Company carries out transactions in the ordinary course of business at commercial
rates with entities in which a Director of the Company is either the Chairman or
Director. The transactions with entities where a Director of the Company either has
control or exercises significant influence have been classified as Related Party
Transactions and disclosed in Note No. 31 to the financial statements.

During the year, the Company did not have any material transactions with entities
where a Director of the Company neither has control nor exercises significant
influence, but only hold directorships. The Directors had the following interests in
Ordinary shares of the Company :

As at 31st March 2009 2008
No. of Shares No. of Shares 

Mr. D.C.R. Gunawardena - -
Mr. M. Selvanathan - -
Mr. H. Selvanathan - -
Mr. S. Nagendra - -
Mr. P.M. Withana - -

Alternate Directors
Mr. P.C.P. Tissera (for Mr. D.C.R.Gunawardena) 

(Resigned w.e.f. 31.03.2009) - -
Mr. K.C.N. Fernando

(for Mr. M. Selvanathan) - -

Corporate Donations 

There were no donations granted during the year.
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Directors

Directors to retire by rotation
In terms of Articles 84 of the Articles of Association of the Company, 
Mr. M. Selvanathan and Mr. H. Selvanathan retire by rotation and being eligible offer
themselves for re-election.

Resignation of Director
Mr. P.C.P. Tissera resigned as an Alternate Director to Mr. D.C.R. Gunawardena on the
31st of March 2009

Auditors

Company's Auditors during the year under review were Messrs. KPMG Ford, Rhodes,
Thornton & Company, Chartered Accountants.

A sum of Rs. 132,000/- was incurred by the Company as audit fees for the year ended
31st March 2009 (2008-Rs. 115,000/-). They were not paid any fees by the Company
for non-audit related services.

As far as the Directors are aware, the Auditors do not have any other relationship or
interest with the Company other than that of an auditor of the Company. 

The retiring auditors have expressed their willingness to continue in office. 
A Resolution to re-appoint them as Auditors of the Company and authorizing the
Directors to fix their remuneration will be proposed at the Annual General Meeting.

Corporate Governance

Given below is the status of compliance of corporate governance rules as per the Listing
rules of the Colombo Stock Exchange (CSE) 

Board of Directors 

The following Directors held office as at the balance sheet date and their brief profiles
are given on pages 12 to 13 of the Annual Report.

Directors Executive/Non Executive/Independent

Mr. D.C.R. Gunawardena Executive
Mr. M. Selvanathan Executive
Mr. H. Selvanathan Executive
Mr. S. Nagendra Non Executive/Independent*
Mr. P.M. Withana Executive

* The Board has determined that Mr. S. Nagendra is an Independent Director inspite of
being on the Board for more than 9 years, since he is not directly involved in the
management of the Company. The management of the Company is carried out by
Carsons Management Services (Private) Limited.
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The Board is working towards meeting the CSE criteria, in respect of Non Executive
Independent Directors on the Board.

Remuneration Committee

Executive Directors are not compensated for their role on the Board.

Mr. S. Nagendra, Non Executive Director, has declared that his Directors’ fees for
attending Board Meetings be waived due to the financial position of the Company.

The Board is in the process of formulating a Remuneration Committee.

Audit Committee

The Audit Committee of Carson Cumberbatch PLC, the parent company, functions as
the Audit Committee of the Company and comprises the following members.

Audit Committee members Executive/Non-Executive

Mr. V.P. Malalasekera Non Executive/independent
Mr. F. Mohideen Non Executive/independent
Mr. D.C.R Gunawardena Executive

The Audit Committee Report is given on page15.

Directors' Meeting Attendance

Three Board Meetings were convened during the financial year and the attendance of
the Directors were as follows :

Director Meetings attended (out of 3)

Mr. D.C.R. Gunawardena 3
Mr. M. Selvanathan 3
Mr. H. Selvanathan 1
Mr. S. Nagendra 3
Mr. P.M. Withana 3

Alternate Directors
Mr. P.C.P. Tissera -

(for Mr. D.C.R. Gunawardena)
(resigned w.e.f 31.03.2009)

Mr. K.C.N. Fernando -
(for Mr. M. Selvanathan)

Dividends

No dividend is proposed in view of the losses incurred.
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Solvency Test

The Company did not make any distributions during the year which necessitated the
measurement of the solvency test requirements under Section 56 of the Companies Act
No 07 of 2007.

Stated Capital 

The Stated Capital of the Company as at 31st March 2009 was Rs. 398,888,936/-
consisting of 27,352,385 Ordinary shares. There was no change in the stated capital of
the Company during the year.

Shareholders' Funds

The total shareholders funds of the Company stood at Rs. 809 mn as at 31st March
2009 (2008 - Rs. 507 mn).

Capital Expenditure and Investments

The capital expenditure for the year is disclosed in Note 14 to the financial statements
on page 35. There were no investments made during the year.

Value of the Properties 

The Market Value of properties which comprises the Pegasus Reef Hotel is disclosed in
Note 14 to the financial statements on page 35. The Company does not own any
investment properties.

Statutory Payments

The Directors to the best of their knowledge and belief are satisfied that all statutory
payments have been paid up to date or have been provided for in these financial
statements.

Going Concern

The Board of Directors is satisfied that the Company has adequate resources to
continue its operations in the foreseeable future. Accordingly, the financial statements
are prepared based on the going concern concept.

Events occurring after the Balance Sheet date

Subsequent to the Balance Sheet date, no material circumstances have arisen, which
would require adjustments to or disclosure in these financial statements other than
those disclosed in Note 29 to these financial statements.

Share Information

The details relating to earnings, net assets and market value per share and information
on share trading is given on pages 44, 45 and 47 of these financial statements.
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Twenty Major Shareholders
As at 31st March, 2009 2008
Name of shareholders No. of shares % No. of shares %

Carson Cumberbatch PLC A/C No. 01 25,369,210 92.75 25,369,210 92.75 
Mr. S.A.O.A. Abo Qamaz 139,900 0.51 24,200 0.09 
Lanka Orix Finance Company 
Limited/K.A.S.Perera & N. C. Perera 60,400 0.22 54,800 0.20 
Mrs. I. Gwyn 46,766 0.17 46,766 0.17 
Mr. A.K.D. Edirappuli 40,000 0.15 - - 
Mr. M.I. Samsudeen 34,600 0.13 95,000 0.35 
Mr. K.A.S. Perera 34,200 0.13 100 0.00 
Mr. P.H.D. Waidyatilaka 30,000 0.11 30,000 0.11 
Mr. M. Najmudeen 27,500 0.10 27,500 0.10 
Mr. T. Nagarajan 27,300 0.10 20,400 0.07 
Mr. B.V. Hettithanthrige 22,400 0.08 20,000 0.07 
Hameedia Stores (Pvt) Ltd 19,300 0.07 19,300 0.07 
Ceylinco Shriram Asset Management Limited 19,000 0.07 - - 
Dr. M.M. Rinoza 19,000 0.07 7,200 0.03 
Merchant Bank Of Sri Lanka Limited/
Union Investments Ltd 18,240 0.07 18,240 0.07 
Mr. M.S. Khan 18,000 0.07 - - 
Mr. S.N.C.W.M.B.C. Kandegedara 17,700 0.06 - - 
Dr. L.M.A. Pathmalal 16,800 0.06 - - 
Dr. J.A.A.F. Priyalal Perera 15,100 0.06 - - 
Lanka Orix Finance Company Limited/
R.E.Rambukwelle 15,000 0.05 15,000 0.05 

Annual Report
The Board of Directors approved the Company financial statements together with the
reviews which form part of the Annual Report, on 12th May 2009. The appropriate
number of copies of the Report would be submitted to the Colombo Stock Exchange,
Sri Lanka Accounting and Auditing Standard Monitoring Board and the Registrar of
Companies within the given time frames.

Annual General Meeting
The Forty Third Annual General Meeting of the Company will be held on Thursday the
11th day of June 2009 at 11. 30 a.m. at Pegasus Reef Hotel, Santha Maria Mawatha,
Hendala, Wattala.

The Notice of the Annual General Meeting is on page 48 of the Annual Report.

Signed on behalf of the Board,

(Sgd) (Sgd)
D.C.R. Gunawardena M. Selvanathan
Chairman Director
Colombo

12th May 2009
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Chandima Gunawardena

Chandima Gunawardena is a Director of Carson Cumberbatch PLC. He serves as a
Director in most of the Carsons Group companies in Sri Lanka and overseas. He is a
member of the group's Strategic Planning Forum. He also serves as a member of the
Audit Committees of the Group, in Sri Lanka and overseas. Mr. Gunawardena has over
three decades of experience in varied fields of business and commercial activities and
has held senior positions in the corporate sector. He is a Fellow of the Chartered
Institute of Management Accountants, UK.

Mano Selvanathan

Mano Selvanathan was conferred the highest National Honours in Sri Lanka the
'DESHAMANYA' title by H.E. the President of Sri Lanka, in recognition of the services
rendered to the nation. He is the Chairman of Sri Krishna Corporation (Private)
Limited and Ceylon Finance & Securities (Private) Limited.  He is a member of the
Boards of most companies in the Carson Cumberbatch Group in Sri Lanka, Indonesia
& Malaysia and is an active member of its Executive Management Forums.  He is also
the Deputy Chairman of The Unit Trust Management Company (Private) Limited. He
is also a Director of Holcim (Lanka) PLC, South Asia Breweries (Pte) Ltd., Singapore
and Carlsberg India Pvt Ltd. He is the Chairman of the Indo-Lanka Chamber of
Commerce & Industry and has served as the Chairman of the Ceylon Chamber of
Commerce and as the President of the Rotary Club of Colombo North.  He holds a
Bachelors Degree in Commerce. He is also the Hon. Consul of the Republic of Chile in
Sri Lanka.

Hari Selvanathan

Hari Selvanathan is Deputy Chairman of Carson Cumberbatch PLC and President
Commissioner of the Carson Group’s palm oil related companies in Indonesia. He holds
Directorships in several subsidiary companies within the Carsons Group and is also a
Director of Sri Krishna Corporation (Private) Limited, South Asian Breweries (Pte)
Ltd., Singapore. He is also the Chairman of Express Newspapers (Ceylon) Ltd. He was
the Past President of the National Chamber of Commerce and Past Vice Chairman of
the International Chamber of Commerce (Sri Lanka). He served as Chairman of the
Tourism Steering Committee of the Regaining Sri Lanka Program from January 2002
to January 2004. He is also a Director of the India- Sri Lanka Foundation.  He has over
20 years experience in commodity trading. He holds a Bachelor of Commerce Degree.
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Sega Nagendra

Sega Nagendra is a Director of Equity One PLC. Former Senior Director of Carson
Cumberbatch PLC and several of its subsidiaries. Senior Director & Financial
Consultant of CML - MTD Construction Ltd., Executive Chairman Travelserv Ltd and
Travelon Ltd. He is also Chairman & Director of several public and private companies.
President of Skal International Colombo, Past Secretary of the Skal International, Asian
Area Region and Past President of the Pacific Asia Travel Association (Sri Lanka
Chapter).Chairman of the Sri Lanka Benelux Business Council and Vice Chairman of
the Sri Lanka-Pakistan Business Council. Served as an Executive Committee member
of The Ceylon Chamber of Commerce and former Chairman of the Import Section of
the Ceylon Chamber of Commerce. Past President of the Chartered Management
Institute - U.K. Sri Lanka Branch. Fellow of the Chartered Management Institute - UK
and Master of Business Administration, UK.

Pushpakumara M Withana 

Pushpakumara Withana is the former Chairman of the Sri Lanka Tourist Board and
former Director, Food & Beverage, Keells Hotels Sri Lanka and Maldives. He was the
Director/ General Manager of Keells Hotels. Graduate of the Ceylon Hotel School, past
Chairman of the Hotel & Catering International Management Association U.K, Sri
Lanka Chapter and Past President and Fellow of the Ceylon Hotel School Graduates
Association. He is also the Past District Governor of the International Association of
Lions Clubs Sri Lanka
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The responsibilities of the Directors, in relation to the financial statements are detailed
in the following paragraphs while the responsibilities of the Auditors are set out in the
Report of the Auditors.

According to the Companies Act, No.07 of 2007 and the Sri Lanka Accounting and
Auditing Standards Act No. 15 of 1995, Directors are required to prepare financial
statements for each financial year, giving a true and fair view of the state of affairs of
the Company as at the end of the financial year and of the profit or loss for the said
period.

In preparing these financial statements the Directors are required to ensure that:

• Appropriate accounting policies have been selected and applied consistently while
material departures, if any, have been disclosed and explained,

• All applicable accounting standards have been complied with, and 

• Reasonable and prudent judgments and estimates have been made. 

The Directors are responsible for ensuring that the Company maintains sufficient
accounting records to disclose with reasonable accuracy, the financial position of the
Company, in order to ensure that the financial statements of the Company meet with
the requirements of the Sri Lanka Accounting and Auditing Standards Act No. 15 of
1995 and the Companies Act, No. 07 of 2007. They are also responsible for taking
reasonable measures to safeguard the assets of the Company and in this regard to give
proper consideration to the establishment of appropriate systems of internal control
with a view to prevent, detect and rectify frauds and other irregularities.

These financial statements have been prepared on a going concern basis, since the
Directors are of the view that the Company has adequate resources to continue in
operation in the foreseeable future.

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

By Order of the Board,

(Sgd)
P.C.P. Tissera
Director
Carsons Management Services (Private) Limited
Secretaries

12th May 2009
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During the period April 2008 to February 2009 the Audit Committee of the Company
comprised of the following members : 

Audit Committee members Executive/Non-Executive

Mr. Tilak de Zoysa (Chairman) -
Mr. Chandima Gunawardena Executive 
Mr. Tennyson Rodrigo -

In March 2009, the Carsons Group reformulated the Audit Committee structure for the
Group and as provided for by the Colombo Stock Exchange Listing Rules, the Carson
Cumberbatch PLC Audit Committee, the Audit Committee of the ultimate parent
company was appointed as the Audit Committee of the Company. In order to facilitate
the above, the Audit Committee of Carson Cumberbatch PLC was restructured to fall
in line with the Listing Rules of the Colombo Stock Exchange and accordingly, 
Mr. Tilak de Zoysa and Mr. Tennyson Rodrigo stepped down from the Audit Committee
and Mr. Faiz Mohideen was appointed to the Audit Committee. In addition, a Panel of
Expert Advisory Members was formed to advise the Carson Cumberbatch PLC- Audit
Committee on the different disciplines of the Group and accordingly, 
Mr. Tennyson Rodrigo was appointed as the Expert Advisor covering the Leisure Sector.

With the above changes, the present Audit committee of the Company comprises the
following members :

Audit Committee members Executive/Non-Executive

Mr. Vijaya Malalasekera Non-Executive, Independent
Mr. Chandima Gunawardena Executive 
Mr. Faiz Mohideen Non-Executive, Independent

Mr. Vijaya Malalasekera is a Non-Executive, Independent Director of Carson
Cumberbatch PLC and a Non Executive Director of Ceylon Tobacco Company PLC.

Mr. Chandima Gunawardena is a Director of Carson Cumberbatch PLC and in most of
its' Group Companies.  

Mr. Faiz Mohideen, a Non-Executive, Independent Director of Carson Cumberbatch
PLC, was the former Deputy Secretary to the Treasury and a former Director of Bank
of Ceylon and Securities and Exchange Commission of Sri Lanka. 

The audit aspects of Pegasus Hotels of Ceylon PLC was conducted within the agenda of
Carson Cumberbatch PLC-Audit Committee.  With the reformulation of the Audit
Committee structure in the Carsons Group, the Committee will be advised by 
Mr. Tennyson Rodrigo as a member of the Panel of Expert Advisors to the Audit
committee of Carson Cumberbatch PLC.  Mr. Rodrigo, a Director of Good Hope PLC
was the former Managing Director and Chief Executive of Capital Development and
Investment Company PLC and former Chairman of the Audit Committee of Eagle
Insurance Company Limited.
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The Group Internal Audit (GIA) carried out three detailed audits based on the audit
plan formulated and approved by the Audit Committee for the financial year 2008/09.  

The findings and contents of the Group Internal Audit reports have been discussed
with the management and subsequently, the audit reports were circulated to the
members of the Audit Committee and management facilitating corrective and
preventive measures in a timely manner.

The objectives of the GIA work was to have an independent review of the systems of
internal controls as established by the management, its adequacy and integrity vis-a vis
objectives served and determine the extent of adherence to controls by staff responsible
for the function and to take corrective action where necessary.

The interim financial statements of Pegasus Hotels of Ceylon PLC have been reviewed
by the Audit Committee members and the draft financial statements of Pegasus Hotels
of Ceylon PLC for the year ended 31st March 2009 were reviewed at a meeting of the
Audit Committee members, together with the External Auditors, Messrs KPMG Ford
Rhodes Thornton & Company, prior to release of same to the Regulatory Authorities
and to the shareholders.  The Audit Committee members were provided with
confirmations and declarations as required, by the Managers, Carsons Management
Services (Private) Limited that the said financial statements were prepared in
accordance with the Sri Lanka Accounting Standards and the information required by
the Companies Act No. 7 of 2007 therein and presented a true and fair view of the
Company's state of affairs as at that date and the Company's activities during the year
under review.

The members of the Audit Committee have determined that Messrs. KPMG Ford
Rhodes Thornton & Company, Auditors are independent on the basis that they do not
carry out any special assignment on the operation of the Company.

The Audit Committee has concurred to recommend to the Board of Directors the re-
appointment of Messrs. KPMG Ford Rhodes Thornton & Company as Auditors for the
financial year ending 31st March 2010, subject to the approval of the shareholders of
Pegasus Hotels of Ceylon PLC at the Annual General Meeting.

The purpose of the Audit Committee of Carson Cumberbatch PLC, the Audit
Committee of Pegasus Hotels of Ceylon PLC is as follows :

To assist the Board of Directors in fulfilling its oversight responsibilities for the
financial reporting process, the system of internal control over financial reporting,
the audit process and the process for monitoring compliance with Company
policies and procedures, laws and regulations and the code of conduct and the
identification of and management of risks that would impact on the
Company/Group's business objectives.

Vijaya Malalasekera
Chairman - Audit Committee
Carson Cumberbatch PLC

12th May 2009
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The risk management is a dynamic process reflecting the constant change and
complexity in the operating environment of the Company. The operation of the Hotel
and the ability to achieve intended goals are subject to a variety of risks which are
constantly monitored and evaluated by the management in order to effect suitable
responses.

The Company obtains insurance for identified risks where such action is cost effective. 

The Internal Audit function of Carsons Group conducts review of compliance and their
reports together with remedial action where needed are reviewed by the Audit
Committee of the parent.

Some of major risks and the mitigating responses are detailed below:

Type of risk Potential effect Mitigating Action

Business Risk Not being able to - Budgetary control and 
achieve objectives review 

- Constant monitoring of costs 
- Diversification of revenue 

base 
Legal Non compliance with - Monitoring of payments 

statutory obligations by Group Tax division 
- Group Legal division 

reviewing all contracts 
prior to signing 

- Group Internal Audit 
monitoring compliance

Market Lower than anticipated - Diversity of revenue sources
demand - Maintain relationship and 

develop image with tour 
operators

- Participation in relevant 
promotions 

- Maintaining value of 
property through 
refurbishment

Internal Process Failure Failure to comply with - Compliance monitoring by
expected standard of Group Internal Audit
performance - Training of staff

- Independent monitoring of 
customer feedback 

Finance and Liquidity Inability to raise funds or - Maintaining adequate 
effect payments borrowing facilities
when required - Monitoring of cash flow

Credit Inability to collect dues - Implementation of credit 
from customers policy

- Constant follow up and 
review of dues
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Amidst the downturn in tourism industry and the difficult operating environment
encountered we endeavored to avoid staff retrenchment and focused on retaining and
developing our people and improving the harmonious relationship. 

The hotel initiated a training program for the youth from the village who have
completed their Ordinary and Advanced Level studies. The programme, conducted for
six months, covers all the departments in the hotel providing both practical and
theoretical training.  Preference is given to the children of staff members.  A certificate
is awarded on successful completion with possibility of being recruited to the hotel.

Selected staff members are sent for special training programs, in recognition of their
contribution to the hotel and the “Best Employee” of the month is selected, with a cash
reward and a certificate being awarded. Each department is encouraged to arrange staff
outings during the off season. The children of staff members are encouraged to
participate in the Art Competition organized annually by Carsons Group.

The hotel conducted 'Shramadana' programmes to clean the surroundings of the hotel
and the beach to maintain a clean environment.

All the staff members are entitled to hygienically prepared meals free of charge whilst
on duty. Also free transport is provided. The hotel also provides the staff with uniforms,
accommodation for those who travel from outstation at a very nominal rate, and
medical insurance, covering both OPD and hospitalization.

During the Xmas season, all staff were given gift vouchers. A Christmas party was held
for the staff and family members, with Gifts being distributed to all the children. 
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Company at a Glance

(All figures in Sri Lankan Rupees thousands unless otherwise stated)

For the year ended 31st March 2009 2008 % change

Revenue 152,283 130,987 16.26

Profit/(Loss) from operations 1,134 (12,181) 109.31

Profit/(Loss) before taxation (5,524) (25,069) 77.96

Profit/(Loss) after taxation (5,539) (25,069) 77.90

Net assets 809,327 507,156 59.58

Total assets 971,167 676,513 43.55

Return on Ordinary Shareholder’s Funds (%) (0.68) (4.94) 86.23

Profit/(Loss) per share (Rs.) (0.20) (0.92) 78.26

Net assets per share - Book value (Rs.) 29.59 18.54 59.60

Market capitalisation (Rs. mn) 376.09 567.56 (33.73)

 



Audited Financial Statements signed on 12th May 2009

43rd Annual General Meeting 11th June 2009

Interim Financial Statements published in terms of the Listing Rules of the

Colombo Stock Exchange

1st quarter ended 30th June 2008 27th August 2008

2nd quarter ended 30th September 2008 26th November 2008

3rd quarter ended 31st December 2008 27th February 2009
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TO THE SHAREHOLDERS OF PEGASUS HOTELS OF CEYLON PLC

Report on the Financial Statements
We have audited the accompanying financial statements of Pegasus Hotels of Ceylon PLC, which comprise the balance
sheet as at 31 March 2009, and the income statement, statement of changes in equity and cash flow statement for the
year then ended, and a summary of significant accounting policies and other explanatory notes as set out on pages 22
to 42 of this Annual Report.

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

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

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

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

Opinion
In our opinion, so far as appears from our examination, the Company maintained proper accounting records for the
year ended 31st March 2009 and the financial statements give a true and fair view of the Company's state of affairs as
at 31st March 2009 and its loss and cash flows for the year then ended in accordance with Sri Lanka Accounting
Standards.

Emphasis of Matter
Without qualifying our opinion we draw attention to Note no. 16 to the financial statements. As explained in the said
Note, the Company has submitted a claim of compensation to the Divisional Secretary for the compulsory acquisition
of the land, and Receivable of Rs. 189,462,924 has been recognised in the financial statements. As at Balance Sheet
date, the Company has not received any confirmation regarding the claim approved by the Divisional Secretary. 
This situation indicates the existence of uncertainty as at Balance Sheet date, regarding the recovery and ultimate
realisation of the compensation due from the Government. 

Report on Other Legal and Regulatory Requirements
These financial statements also comply with the requirements of Section 151(2) of the Companies Act No. 07 of 2007.

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

12th May 2009

Pegasus Hotels of Ceylon PLC 21

Independent Auditors’ Report



(All figures are in Sri Lankan Rupees '000)
For the year ended 31st March Note 2009 2008

Revenue 9 152,283 130,987
Cost of sales (43,873) (40,350)
Gross profit 108,410 90,637

Selling and promotional expenses (5,146) (5,975)
Administrative expenses (99,677) (91,354)
Other expenses (2,453) (5,489)
Operating Profit/(Loss) 10 1,134 (12,181)

Finance expenses 11 (6,658) (12,888)
Loss before taxation (5,524) (25,069)

Income tax expenses 12 (15) -
Loss for the year (5,539) (25,069)

Loss per share 13 (0.20) (0.92) 

The Notes from page 26 to 42 form an integral part of these financial statements.

Figures in brackets indicate deductions.
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(All figures are in Sri Lankan Rupees '000)
As at 31st March Note 2009 2008
Assets
Non-Current Assets
Property, plant & equipment 14 748,535 639,367 
Intangible asset 15 - 1,210 
Total non-current assets 748,535 640,577 
Current Assets
Compensation Receivable 16 189,463 - 
Inventories 17 11,147 12,652 
Trade and other receivables 18 15,107 22,182 
Cash at bank and in hand 6,915 1,102 
Total current assets 222,632 35,936 
Total assets 971,167 676,513 
Equity and Liabilities
Equity
Stated capital 19 398,889 398,889 
Capital reserves 20 440,787 317,831 
General Reserve 176 176 
Accumulated losses (30,525) (209,740)
Total equity 809,327 507,156 
Non-Current Liabilities
Long-term borrowings 21 51,399 60,000 
Retirement benefit obligations 22 1,645 1,231 
Amount due to related companies 23 71,760 71,599 
Deferred Taxation 24 - - 
Total non-current liabilities 124,804 132,830 
Current Liabilities
Trade and other payables 25 20,943 19,027 
Long-term borrowings repayable within one year 21 12,656 8,639 
Bank overdrafts 3,437 8,861 
Total current liabilities 37,036 36,527 
Total liabilities 161,840 169,357 
Total equity and liabilities 971,167 676,513 
Net assets per ordinary share 26 29.59 18.54 

The Notes from page 26 to 42 form an integral part of these financial statements.
These Financial Statements are in compliance with the requirements of the Companies
Act No. 7 of 2007

(Sgd.)
A. Weeratunge
Chief Financial Officer 

Carsons Management Services (Private) Limited
The Board of Directors is responsible for the preparation and presentation of these
financial statements.
Approved and signed on behalf Approved and signed on behalf  
of the Managers of the Board

(Sgd.) (Sgd.) (Sgd.)
P.C.P. Tissera D.C.R. Gunawardena M. Selvanathan
Director Chairman Director

Carsons Management Services (Private) Limited
12th May, 2009
Colombo
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(All figures are in Sri Lankan Rupees '000)
For the year ended 31st March Note 2009 2008

Cash Flows from Operating Activities
Loss before taxation (5,524) (25,069)
Adjustments for:

Depreciation on property, plant & equipment 14 12,992 12,833 
Amortization of intangible assets 15 1,210 1,156 
Provision for gratuity 22 632 474 
Finance expenses 11 6,773 12,888
Interest income 11 (115) -  

Loss before working capital changes 15,968 2,282 
(Increase)/Decrease in inventories 1,506 589 
(Increase)/Decrease in trade and other receivables 7,075 (9,648)
Increase in trade and other payables 237 (1,101)
Increase/(Decrease) in amounts due 

from related companies - 3,870 
Increase/(Decrease) in amounts due to

related companies 161 20,199 
Cash generated from operations 24,947 16,191 

Finance expenses paid (6,773) (12,888)
Gratuity paid 22 (218) (236)

Net cash generated from operating activities 17,956 3,067 

Cash Flows from Investing Activities
Purchase of property, plant & equipment 14 (2,250) (5,660)
Interest income 115 - 

Net cash used in investing activities (2,135) (5,660)

Cash Flows from Financing Activities
Loans repaid during the year 21 (4,584) (417)

Net cash generated from/(used) in financing activities (4,584) (417)

Net Increase/(Decrease) in cash and cash equivalents 11,237 (3,010)
Cash and cash equivalents at the beginning of the year (7,759) (4,749)
Cash and cash equivalents at the end of the year (Note A) 3,478 (7,759)

Note A - Cash and Cash Equivalents
Cash at bank and in hand 6,915 1,102 
Bank overdrafts (3,437) (8,861)

3,478 (7,759)

The Notes from page 26 to 42 form an integral part of these financial statements.

Figures in brackets indicate deductions.
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1. Reporting Entity

Pegasus Hotels of Ceylon PLC is a public quoted company with limited liability
incorporated and domiciled in Sri Lanka. The registered office of the Company is
located at No. 61, Janadhipathi Mawatha, Colombo 1. The principal activity of the
Company is hoteliering.

The principal place of its business is at Santha Maria Mawatha, Wattala.

In the opinion of the Directors the Company's ultimate parent undertaking and
controlling party is Carson Cumberbatch PLC.

2. Approval Of The Financial Statements By The Directors

The Financial Statements were authorized for issue by the Board of Directors on
12th May 2009.

3. Statement Of Compliance

The Financial Statements of Pegasus Hotels of Ceylon PLC, comprise the Balance
Sheet, Income Statement, Statement of Changes in Equity, Cash Flow Statement,
and Notes to the Financial Statements. These statements have been prepared in
accordance with the Sri Lanka Accounting Standards (SLAS) laid down by the
Institute of Chartered Accountants of Sri Lanka (ICASL) and comply with the
requirements of the Companies Act No. 7 of 2007.

4. Basis Of Preparation

The Financial Statements of the Company have been prepared on a historical cost
convention and applied consistently with no adjustments being made for
inflationary factors affecting the financial statements except for Land and Building
as stated in Note no. 6.3.1 to the financial statements.

All values presented in the financial statements are in Sri Lanka Rupees (Rs.)
unless otherwise indicated. 

5. Comparative Information

The previous year figures and phrases have been re-classified, wherever necessary
to conform to the current year's presentation and classification.

6. Significant Accounting Policies

The Accounting Policies have been applied by the company consistent with the
previous year. 
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6.1 Foreign Currency Transactions

Transactions in foreign currency are translated to Sri Lankan Rupees at the
foreign exchange rate ruling at the date of the transaction. Monetary assets
and liabilities denominated in foreign currencies at the balance sheet date are
translated to Sri Lankan Rupees at the exchange rate ruling at that date. Non-
monetary items are accounted for using the exchange rate at the date of the
transaction. Foreign exchange differences arising on transactions are
recognized in the income statement. 

6.2 Income Tax Expense

Income tax expense comprises of current and deferred tax expense recognized
in the Income Statement.

(a) Current Income Tax
Provision for taxation is based on the profit of the year adjusted to arrive
at the taxable profit in accordance with the Inland Revenue Act, No. 10
of 2006 and amendments thereto.

(b) Deferred Taxation
Deferred Taxation is provided using the balance sheet liability method,
providing for temporary differences between the carrying amounts of
assets and liabilities for financial reporting purposes and the amounts
used for taxation purposes.  The amount of deferred tax provided is
based on the expected manner of realization or settlement of the
carrying amount of assets and liabilities, using tax rates enacted or
substantively enacted by the reporting date.

Deferred tax assets, including those related to tax effects of income tax
losses and credits available to be carried forward, are recognized only to
the extent that it is probable that future taxable profits will be available
against which the asset can be utilized. Deferred tax assets are reviewed
at each reporting date and are reduced to the extent that is no longer
probable that the related tax benefit will be realized.

Assets and Bases Of Their Valuation
Assets classified as current assets in the Balance Sheet are cash and those,
which are expected to be realised in cash during the normal operating cycle of
the Company's business or within one year from the Balance Sheet date,
whichever is shorter. Assets other than current assets are those which the
Company intends to hold beyond a period of one year from the Balance 
Sheet date.
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6.3 Property, Plant & Equipment and Depreciation

6.3.1 Valuation
Property, Plant & Equipment are stated at cost or valuation less
accumulated depreciation (refer note 6.3.3) and accumulated
impairment loss, if any.

The revaluation model is adopted for freehold land and building while
cost model is adopted for plant and equipment.

The cost of Property, Plant & Equipment is the cost of purchase or
construction together with any incidental expenses incurred in bringing
the assets to its working condition for its intended use.

The cost of replacing part of an item of Property, Plant and Equipment is
recognized in the carrying amount of the item if it is probable that the
future economic benefits embodied within the part will flow to the
company and its cost can be measured reliably. The cost of day to day
servicing of Property, Plant and Equipment are charged to the income
statement as incurred.  

6.3.2 Revaluation
The freehold land & buildings have been revalued. Revaluation of these
assets are carried out at least once in five years in order to ensure that
the book value reflects the realisable value. On revaluation of an asset,
any increase in the carrying amount is credited directly to equity under
revaluation reserve or used to reverse a previous revaluation decrease
relating to the same asset which was debited to Income Statement. Any
decrease in carrying amount is recognised as an expenses in the Income
Statement or debited directly to equity under revaluation reserve to the
extent of any credit balance existing in respect of that asset.

6.3.3 Depreciation
Depreciation is charged to the income statement on a straight-line basis
over the following estimated useful lives of Property, Plant & Equipment
at varying rates specified on their cost or revalued amounts.

per annum

Buildings 75 years
Plant & machinery 01-14 years
Furniture & fittings 01-20 years
Equipment 01-14 years

No depreciation is charged on freehold land.
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Depreciation of an asset begins when it is available for use where as
depreciation of an asset ceases at the earlier of the date that the assets is
classified as held for sale and the date that the asset is derecognised. 

The appropriateness of useful lives of the assets and the depreciation
rates is assessed annually. 

6.3.4 Impairment of Property, Plant and Equipment
The carrying value of Property Plant and Equipment is reviewed for
impairment when events or changes in circumstances indicate the
carrying value may not be recoverable. If any such indication exists and
where the carrying value exceed the estimated recoverable amount the
assets are written down to their recoverable amount. Impairment losses
are recognized in the Income Statement unless it reverses a previous
revaluation surplus for the same asset.

6.3.5 Capital Work-in-Progress
Capital work-in progress represents the accumulated cost of the
materials and other costs directly related to the construction of an asset.
Capital Work-in-Progress is transferred to the respective asset accounts
at the time it is substantially completed and ready for its intended use.

6.4 Intangible Assets

All computer software cost incurred, licensed to be used by the Company,
which are not integrally related to associated hardware, which can be clearly
identified, reliably measured and it's probable that they will lead to future
economic benefits, are included in the Balance Sheet under the category
intangible assets and carried at cost less accumulated amortization and any
accumulated impairment losses. Intangible assets are amortised over three (3)
to ten (10) year based on the frequency/charge upgrade available on the
software as per the maintenance agreement entered with vendor. 

6.5 Inventories

Inventories are valued at the lower of cost and net realisable value, after
making due allowance for obsolete and slow moving items. Net realisable
value is the price at which inventories can be sold in the ordinary course of
business less the estimated cost of completion and the estimated cost necessary
to make the sale. 

The cost of each category of inventory is determined on the following basis:

Food & Beverage - First In First Out basis
Crockery & Cutlery - First In First Out basis 
Engineering spares and others - First In First Out basis
Linen stocks - in the year of purchase at cost and in the 

second year in use,  at 25% of the cost.
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6.6 Trade and Other Receivables

Trade and other receivables are stated at the amounts they are estimated to
realised. Where necessary, provision has been made for bad and doubtful
debts.

6.7 Cash and Cash Equivalents

Cash and Cash Equivalents are defined as cash in hand, demand deposits and
short term highly liquid investments, readily convertible to known amounts
of cash and subject to insignificant risk of changes in value.

For the purpose of the Cash Flow Statement, cash and cash equivalents
comprise cash at bank and in hand, short-term deposits with banks, net of
bank overdrafts and overnight borrowings. 

6.8 Impairment of Assets

As per Sri Lanka Accounting Standard 41 - “Impairment of Assets”,
impairment is required to be determined for identifiable assets. Identifiable
assets of the Company are reviewed at each Balance Sheet date to determine
whether there is any indication of impairment. If any such indication exists,
the recoverable amount of the assets is estimated and shown in the Balance
Sheet. The impairment loss is charged to the Income Statement.

Liabilities And Provisions

Liabilities classified as current liabilities in the Balance Sheet are those
obligations payable on demand or within one year from the Balance Sheet
date. Items classified as non current liabilities are those obligations, which
expire beyond a period of one year from the Balance Sheet date.

All known liabilities have been accounted for in preparing the financial
statements. Provisions and liabilities are recognised when the Company has a
legal or constructive obligation as a result of past events and it is probable that
an outflow of economic benefits will be required to settle the obligation.

6.9 Retirement Benefit Obligations

6.9.1 Defined Benefit Plan - Retirement Gratuity
A provision has been made in the accounts for Retiring Gratuity from
the first year of service of an employee in conformity with the Sri Lanka
Accounting Standard -16; (Revised 2006) Retirement benefit obligation
is shown under the Non Current Liabilities in the Balance Sheet.

Gratuity provision for employees are made based on an actuarial
valuation which is carried out by an independent valuer as
recommended by the relevant Sri Lanka Accounting Standard, the
'Projected Unit Credit' (PUC) method has been used in this valuation.
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However, according to the Gratuity Act No. 12 of 1983, the liability to an
employee arises only on completion of five years of continuous service.

The liability is not externally funded.

6.9.2 Defined Contribution Plan - Employees' Provident Fund and
Employees' Trust Fund 
Employees are eligible for Employees' Provident Fund Contributions and
Employees' Trust Fund Contributions in accordance with the respective
statutes and regulations. The Company contributes 12% and 3% of gross
emoluments of employees to the Employees' Provident Fund and
Employees' Trust Fund, respectively. Contributions to the defined
contribution plans are recognised as an expense in the Income
Statement when incurred.

6.10 Trade and Other payables

Trade and other payables are stated at their cost.

6.11 Events occurring after the Balance Sheet date

The materiality of events occurring after the Balance Sheet date are
considered and appropriate adjustments to or disclosure made in the financial
statements where necessary.

6.12 Contingencies and Capital Commitments

All material capital commitments and contingent liabilities which exist as at
the Balance Sheet date are disclosed in the respective Notes to the Financial
Statements.

6.13 Provisions

Provisions are recognised when the company has a legal or constructive
obligation as a result of past event and it is probable that an outflow of
economic benefits will be required to settle the obligation.

Income Statement

6.14 Revenue Recognition

Revenue is matched with the related expenditure and is recognised in
accordance with Sri Lanka Accounting Standard No. 29 “Revenue” in the
following manner:

Room Revenue - on a daily basis on the rooms occupied.

Food & Beverage Revenue - recognised at the time of sale.

Other Income - on an accrual basis.
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Gain or loss of a revenue nature resulting from a disposal of property, plant &
equipment have been accounted for in the Income Statement as "Other
Income" and where the gain is on immovable property, such gain is
appropriated to capital accretion reserve.

6.15 Expenditure Recognition 

6.15.1Operating Expenses
All expenses incurred in day-to-day operations of the business and in
maintaining the property, plant & equipment in a state of efficiency has
been charged to revenue in arriving at the profit or loss for the year.
Provision has also been made for bad and doubtful debts, all known
liabilities and depreciation on property, plant & equipment.

6.15.2Finance Expenses
Interest expenses are recognised on an accrual basis.

6.15.3Borrowing Cost
Borrowing costs are recognised as an expense in the period in which
they are incurred, except those that are directly attributable to the
acquisition/construction of property, plant & equipment which are
capitalised as part of the cost of the asset during the period of
construction and/or development.

6.16 Segment Reporting

Segment information has been prepared in conformity with the Accounting
Policies adopted for preparing and presenting the financial statements of the
company.

7. Cash Flow Statement

Cash Flow Statement has been prepared using the indirect method.

Interest paid is classified as operating cash flows and interest received is classified
as investing cash flows for the purpose of presentation of the Cash Flow Statement.

8. Directors' Responsibility Statement

Directors acknowledge the responsibility for true and fair presentation of the
financial statements in accordance with the books of accounts and Sri Lanka
Accounting standards and the requirements of the Companies Act No 07 of 2007. 
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(All figures in Notes to the Financial Statements are in Sri Lankan Rupees '000 unless otherwise
stated)
For the year ended 31st March 2009 2008

9. Revenue

9.1 Revenue Analysis (Net)

Room revenue 66,828 61,226 
Food & beverage revenue 77,130 61,447 
Others 8,325 8,314 

152,283 130,987 

10. Loss Before Taxation

Operating profit/(loss) is stated after
charging all expenses including the following:
Auditors’ remuneration - Audit Services 132 115 
Auditors’ remuneration - Non audit Services - - 
Depreciation (Note 14) 12,992 12,833 
Amortisation (Note 15) 1,210 1,156 
Personnel costs  (Note 10.1) 31,034 26,249 

10.1 Personnel Costs

Salaries, wages and other related expenses 27,313 23,025 
Defined benefit plan cost - Gratuity 632 474 
Defined contribution plan cost - EPF & ETF 3,089 2,750 

31,034 26,249 
The above include:
Directors’ emoluments 2,760 2,102 

2,760 2,102 

11. Finance Expenses

Interest expenses on long-term loans 6,768 12,839 
Interest expenses on overdrafts 5 49 
Interest income (115) -

6,658 12,888 

12. Income Tax Expense

Current tax expense (Note 12.2) 15 -
Deferred tax expense (Note 12.3) - -
Income tax expense 15 -

In terms of the provisions of the Inland Revenue Act, No. 10 of 2006 and
amendments thereto, the operating profit of the Company is liable to income tax
at 15%. However, the investment income is liable to tax at 35%.
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For the year ended 31st March 2009 2008

12.1 Reconciliation between the
tax loss and the accounting loss:
Accounting loss before tax (5,524) (25,069)
Aggregate disallowable items 18,471 16,442 
Aggregate allowable claims (14,026) (13,651)
Tax losses (1,079) (22,278)
Tax loss brought forward (349,952) (327,674)
Utilisation of tax losses 40 -
Tax loss carried forward (350,991) (349,952)

12.2 Reconciliation of income tax expense
Interest Income 115 -
Tax loss utilised for set off (limited to 35%) (40) -
Taxable income 75 -
Income tax @ 35% 26 -
Social responsibility levy @ 1.5% - -
Income tax expense 26 -
Withholding tax & notional tax (11) -
Current tax expense 15 - 

The utilisation of losses brought forward was restricted to 35% of statutory
income. This came into force from 1st April, 2004. With effect from the same
date the time bar placed on carry forward losses of 7 years has been
withdrawn. The Company would therefore be entitled to carry forward losses
indefinitely. The Company is liable to pay 1.5% of income tax as Social
Responsibility Levy.

12.3 Deferred Taxation
Net opening balance adjustment (Note 24.1 & 24.2) - 2,527 
Originated during the year - Net (Note 24.1 & 24.2) - (2,527)
Deferred tax expense - -

12.4 Economic Service Charge
During the year the Company paid Rs. 609,659/- (2008 - Rs. 674,376/-) as
Economic Service Charge. This amount is available as income tax credit.

13. Loss Per Share
The loss per share of Rs. 0.20 (2008 - Rs. 0.92) is calculated on the net loss for the
year after taxation attributable to ordinary shareholders over the weighted average
number of ordinary shares outstanding during the year.

The following reflects the loss and share data used in the loss per share
computation:

31st March 31st March

2009 2008

Amounts used as the Numerator
Net loss attributable to ordinary shareholders (5,539) (25,069)
Number of ordinary shares in issue
used as the Denominator 27,352 27,352
Loss per ordinary share - Rs. (0.20) (0.92) 
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As at As at 
31st March 31st March 

2009 2008

15. Intangible Assets

Cost/Valuation
Balance at the beginning of the year 3,630 3,791
Written Off/Disposals - (161)
Balance at the end of the year 3,630 3,630

Amortisation
Balance as at the beginning of the year 2,420 1,264
Amortisation for the year 1,210 1,156
Balance at the end of the year 3,630 2,420
Written down value as at 31st March - 1,210

16. Compensation Receivable

The Government of Sri Lanka acquired approximately 1,251 perches of land owned by
the Company under sub section (1) of Section 2 of the Land Acquisition Act no 28 of
1964 on 14th May 2008 for the purposes of Fisheries Harbour Project. The Company has
submitted a claim of compensation to the Divisional Secretary for the compulsory
acquisition of the said land, on 16 July 2008. As at Balance Sheet date, the Company has
not received any confirmation regarding the claim approved by the Divisional Secretary.
As a matter of prudence the Company has accounted for the Compensation Receivable
in the Financial statement based on the market value of the said land, as reported in the
valuation report dated 4th April 2009 prepared by Mr. K. Arthur Perera, 
A.M.I.V. (Sri Lanka), Valuer & Consultant, and related costs.  The Valuer has confirmed
that there was no significant difference in the market value of the said land between the
date of compulsory acquisition and the date of the valuation report.

17. Inventories

Food 1,398 1,481
Beverage 631 765
Engineering spares 1,233 1,599
Cutlery, crockery and linen 5,677 6,699
Others 2,208 2,108
Balance as per the year end 11,147 12,652

18. Trade And Other Receivables

Trade receivables (Note 18.1) 11,270 18,946
Advances, prepayments and other receivables 3,760 3,023
Loans given to Company officers (Note 18.2) 77 213
Balance as per the year end 15,107 22,182
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As at As at 
31st March 31st March 

2009 2008

18.1 Trade Receivables

Trade debtors 11,478 19,046
Less: provision for bad debt (208) (100)

11,270 18,946

18.2 Loans given to Company Officers

Balance as at the beginning of the year 213 236
Granted during the year 140 185
Recovered during the year (276) (208)

77 213

19. Stated Capital

In accordance with Section 58 of Companies Act no. 7 of 2007, which became
effective from 3rd May 2007, the Share Capital and Share Premium have been
reclassified as Stated Capital.

27,352,385 Ordinary Shares 398,889 398,889 
Stated Capital 398,889 398,889 

20. Capital Reserves

Balance as at the beginning of the year 317,831 317,831
Movement during the year (net) 122,956 -
Balance as at the end of the year 440,787 317,831
Represented by:
Revaluation reserve 425,643 302,687
Capital accretion reserve 15,144 15,144

440,787 317,831
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Total as at Obtained Payments Total as at 
1st April during the during the 31st March 

2008 year year 2009
Rs. Rs. Rs. Rs. 

21. Long-Term Borrowings

21.1 Long-Term Bank Loans

Secured Loans
Commercial Bank 68,639 - (4,584) 64,055
Total 68,639 - (4,584) 64,055
Amounts falling due
within one year (8,639) (12,656)
Amounts falling due
after one year 60,000 51,399

21.2 The parent company Carson Cumberbatch PLC has provided guarantee against
the Loans taken from Commercial Bank.

As at As at 
31st March 31st March 

2009 2008

22. Retirement Benefit Obligations

Retirement Benefit Cost - Gratuity
Balance as at the beginning of the year 1,231 993
Provision for the year 632 474

1,863 1,467
Payments made during the year (218) (236)
Balance as at the end of the year 1,645 1,231

22.1 The gratuity liability as at 31st March, 2009 amounting to Rs. 1,645,115/- is
based on an actuarial valuation carried out by Messrs. Actuarial Management
Consultants (Pvt) Limited.

The principal assumptions made are given below,

Rate of discount 12.00% p.a.
Rate of pay increase 10.00% p.a.
Retirement age 55 years

The Company will continue in business as a going concern. 

The above provision has not been externally funded.
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As at As at 
31st March 31st March 

2009 2008

23. Amounts Due to Related Companies

Carsons Management Services (Private) Limited. 71,760 71,599
71,760 71,599

24. Deferred Tax

Deferred tax liability (24.1) 45,826 47,656
Deferred tax asset (24.2) (45,826) (47,656)
Balance as at the end of the year - -  

24.1 Deferred Tax Liability

Balance as at the beginning of the year 47,656 47,664
Opening balance adjustment - 25,166
Originating during the year (1,830) (25,174)

45,826 47,656

24.2 Deferred Tax Asset

Balance as at the beginning of the year 47,656 47,664
Opening balance adjustment - 22,639
Originated during the year (1,830) (22,647)

45 ,826 47,656

The tax losses as at the balance sheet date was Rs. 350,991,038/- million.
However, deferred tax asset has been recognised only upto the amount of
deferred tax liability as at the balance sheet date due to the uncertainity
regarding the availability of future taxable profits against which the deferred
tax asset would be utilized. Un recognized deferred tax assets as at balance
sheet date was Rs. 6,823,406/-.
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Application of Transitional Provision

As per the transitional provision in Sri Lankan Accounting Standard 14 -
'Income Taxes', the Company has made an irrevocable choice to recognise the
opening balance increase on a straight-line basis over two years from 1st April,
2006, being the date of adoption of this standard.

As at As at 
31st March 31st March 

2009 2008

Amount recognised during the year (Note 12.3)

Deferred tax liability - 25,166
Deferred tax asset - (22,639)

- 2,527

25. Trade and Other Payables

Trade creditors 10,062 9,951 
Other creditors 3,879 1,361 
Provisions and accruals 7,002 7,715 

20,943 19,027

26. Net assets per Ordinary Share

The net assets per ordinary share is based on the total shareholders' equity over the
number of ordinary shares in issue as at the Balance Sheet date. 

Total shareholders' equity 809,327 507,156
Number of shares issued (Nos) 27,352,385 27,352,385
Net assets per ordinary share - Rs. 29.59 18.54
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27. Capital Commitments

There were no contracts for capital expenditure of a material amount as at the
Balance Sheet date. 

28. Contingent Liabilities

A case has been filed against the company by an individual in the district court of
Negombo seeking a declaratory title from court stating that he is co-owner of
127.5 perches of the Land beloging to Pegasus Hotels of Ceylon PLC. This matter is
still pending. How ever the Company is confident that it can establish title to the
land it holds.

Three employees have filed action in the Labour Tribunal against the termination
of their services on disciplinary grounds. 

The cases are in progress and the estimated potential liability that may arise, in the
event the decision is awarded against the Company, is approximately Rs. 103,000/-.

There were no contingent liabilities other than those disclosed above as at the date
of the Balance Sheet.

29. Events Occurring After The Balance Sheet Date

Subsequent to the date of the Balance Sheet, no circumstances have arisen, which
required adjustments to/or disclosure in the financial statements. 

30. Comparative Figures

Previous year figures and phrases have been rearranged wherever necessary to
conform to the current year’s presentation.

31. Related Party transactions

The Company carries out transactions in the ordinary course of business with
parties who are defined as related parties in Sri Lanka Accounting Standards No 30
- Related Party Disclosures (revised 2005), the details of which are reported below.
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31.1 Transactions with Related Companies
Name of Company Names of Directors Nature of Transactions

a. Carsons Management
Services (Private) Limited D.C.R. Gunawardena An amount of  

Rs. 71,760,341/- (2008 -   
Rs. 71,598,882/-)

M. Selvanathan is payable to Carsons 
Management Services 
(Private) Limited

H. Selvanathan as at 31st March, 2009, on 
account of funds advanced

P.C.P. Tissera on which no interest is being 
(alternate to D.C.R. Gunawardena, charged.
Resigned w.e.f 31.03.2009)
K.C.N. Fernando
(alternate for M. Selvanathan)

b. Carson Cumberbatch PLC D.C.R. Gunawardena The long-term loan of Rs. 20 
mn (exposure as at 31st

M. Selvanathan March, 2009 - Rs. 4,768,774/-) 
and Rs. 60 mn (exposure as

H. Selvanathan at 31st March, 2009 - 
Rs. 59,286,000/-) obtained by the

P.C.P. Tissera Company from Commercial 
(alternate for D.C.R. Gunawardena, Bank of Ceylon has been
Resigned w.e.f 31.03.2009) guaranteed by Carson 

Cumberbatch PLC

c. Union Assurance PLC (UAL) D.C.R. Gunawardena Insurance premiums amounting 
(Resigned from the Board of UAL to Rs. 2,174,636/-
w.e.f 01.04.2009) (2008 - Rs. 2,168,742/-) was

paid to Union Assurance
PLC ('UAL') during the year.

P.C.P. Tissera 
(alternate for D.C.R. Gunawardena)
(Resigned from the Board of 
UAL w.e.f 01.04.2009 and Pegasus
Hotels of Ceylon PLC
w.e.f 31.03.2009)

31.2 Transactions with Key Management Personnel. ( KMP) 
According to Sri Lanka Accounting Standard 30 (Revised 2006) “Related Party
Disclosures”, key management personnel are those having authority and responsibility for
planning and controlling the activities of the entity. Accordingly, the Directors of the
Company and its parent company (including executive and non executive directors) and
their immediate family members have been classified as KMP of the company. 

Compensation to key management personnel (Board of Directors) has been disclosed in
Note 10.1.
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(All figures in the Statement of Value Added are in Sri Lankan Rupees '000 unless otherwise
indicated)
For the year ended 31st March 2009 2008

Turnover 152,283 130,987
Cost of materials and services

bought from outside (104,360) (101,461)
47,923 29,526

Distributed as follows: % % 

To Employees as remuneration 31,034 65 26,249 89
To Government as taxation*/levies 1,453 3 1,469  5  
To Providers of capital as interest on loans 6,773 14 12,888 44
Retained in the business

as depreciation 12,992 27 12,833 43
as amortisation 1,210 3 1,156 4
as loss for the year (5,539) (12) (25,069) (85)

47,923 100 29,526 100

The Statement of Value Added shows the quantum of wealth generated by the
activities of the Company and its applications.

* Excluding Value Added Tax/ESC.
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1. Stock Exchange Listing

Pegasus Hotels of Ceylon PLC is a Public Quoted Company, the issued ordinary
shares of which are listed with the Colombo Stock Exchange of Sri Lanka.

2. Share Valuation

The market value of the Company’s shares as at 31st March, 2009 was Rs. 13.75 
per share (2008 - Rs. 20.75). 

3. Ordinary Shareholders

As at 31st March 2009 2008

No. of Shareholders 1,747 1,568

The number of shares held by non-residents as at 31st March, 2009 was 231,160
which amounts to 0.84% of the issued share capital.

Resident/Non-Resident Shareholders as at 31st March 2009

Distribution Residents Non-Residents Total
of Shares No of No. of % No of No of % No of No of %

Members Shares Members Shares Members Shares

1 - 1,000 1,426 363,078 1.33 17 2,990 0.01 1,443 366,068 1.34 
1,001 - 5,000 235 584,333 2.14 4 14,204 0.05 239 598,537 2.19 
5,001 - 10,000 32 240,832 0.88 - - - 32 240,832 0.88 

10,001 - 50,000 28 503,372 1.84 2 74,066 0.27 30 577,438 2.11 
50,001 - 100,000 1 60,400 0.22 - - - 1 60,400 0.22 
100,001- 500,000 - - - 1 139,900 0.51 1 139,900 0.51 
500,001- 1,000,000 - - - - - - - - - 
Above 1,000,000 1 25,369,210 92.75 - - - 1 25,369,210 92.75 

Total 1,723 27,121,225 99.16 24 231,160 0.84 1,747 27,352,385 100.00

Categories of Shareholders No. of No. of %
Shareholders Shares

Individuals 1,686 1,749,613 6.4
Institutions 61 25,602,772 93.6
Total 1,747 27,352,385 100 

The percentage of shares held by the public as at 31st March, 2009 was 7.24%.
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For the year ended 31st March 2009 2008

4. Market Values and Share Trading

Highest (Rs.) 25.50 35.50
Lowest (Rs.) 9.75 10.25
Volume traded (No. of shares) 3,698,300 7,998,900
No. of trades 5,072 8,622
Value of shares traded (Rs.) 72,911,600 222,366,475

5. Market Capitalisation

Market capitalisation of the Company, which is the number of ordinary shares in
issue multiplied by the market value of shares, was Rs. 376,095,293.75 as at 
31st March, 2009 (2008 - Rs. 567,561,988/-).

6. Number of Employees

The number of permanent employees at the end of the year was 39 (2008 - 40). 
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(All figures in the Financial Highlights are in Sri Lankan Rupees '000 unless otherwise stated)

For the year ended 31st March 2009 2008 2007 2006 2005

Trading Results

Turnover (net) 152,283 130,987 93,172 15,602 61,822 

Profit/(Loss) from operations 1,134 (12,181) (26,270) (36,866) (22,229)

Finance cost (6,658) (12,888) (9,828) (3,744) (4,746)

Loss from operations after finance cost (5,524) (25,069) (36,098) (40,610) (26,975)

Loss before taxation (5,524) (25,069) (36,098) (40,610) (26,975)

Taxation (15) - - -- - 

Loss after taxation (5,539) (25,069) (36,098) (40,610) (26,975)

Shareholders’ Funds

Stated Capital 398,889 398,889 398,889 398,889 71,230 

Reserves 410,438 108,267 133,336 169,434 229,469 

Shareholders’ funds 809,327 507,156 532,225 568,323 300,699 

Assets Employed

Property, plant & equipment 748,535 639,367 648,260 641,950 494,942 

Intangible assets - 1,210 2,527 - -

Amount due to related companies (71,760) (71,599) (51,400) (43,769) (167,613)

Current assets 222,632 35,936 31,366 75,100 15,245 

Current liabilities (37,036) (36,527) (33,953) (35,299) (27,360)

Working capital 185,596 (591) (2,587) 39,801 (12,115)

Assets employed 862,371 568,387 596,800 637,982 315,214 

Long-term loans (51,399) (60,000) (63,582) (68,215) (13,494)

Retirement benefit obligation (1,645) (1,231) (993) (1,444) (1,021)

Net assets 809,327 507,156 532,225 568,323 300,699 
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For the year ended 31st March 2009 2008 2007 2006 2005

Liquidity

Current ratio (times)* 0.89 0.98 0.92 2.12 0.55 

Debt Ratio

Debt equity  (%) 8 12 12 12 4 

Investor Ratios

Earnings/(loss) per share (Rs.) (0.20) (0.92) (1.32) (2.60) (1.92)

Net assets per share (Rs.) 29.59 18.54 19.46 20.78 42.21 

Market price per share (Rs.) 13.75 20.75 16 35 20 

Hotel Operations

Occupancy (%) 37 38 27 17 36 

(based on 140 rooms) 

Notes

* Compensation receivable has been excluded
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NOTICE IS HEREBY GIVEN that the FORTY THIRD Annual General Meeting of
PEGASUS HOTELS OF CEYLON PLC will be held on Thursday the 11th day of June
2009 at 11.30 a.m. at Pegasus Reef Hotel, Santha Maria Mawatha, Hendala, Wattala,
for the following purposes :

1. To receive and adopt the Report of the Directors and the Financial Statements for
the year ended 31st March 2009, together with the Report of the Auditors thereon.

2. To re-elect Mr. M. Selvanathan, who retires in terms of Article 84 of the Articles of
Association of the Company.

3. To re-elect Mr. H. Selvanathan, who retires in terms of Article 84 of the Articles of
Association of the Company.

4. To re-appoint M/s KPMG Ford, Rhodes, Thornton & Company, Chartered
Accountants as Auditors of the Company as set out in Section 154 (1) of the
Companies Act No. 7 of 2007 and to authorize the Directors to determine their
remuneration.

By Order of the Board

CARSONS MANAGEMENT SERVICES (PRIVATE) LIMITED
Secretaries

Colombo, 12th May 2009

Notes
1. A member is entitled to appoint a proxy to attend and vote instead of him/her. 

A proxy need not be a member of the Company.  A Form of Proxy accompanies
this notice.

2. The completed Form of Proxy must be deposited at the Registered Office, No.61,
Janadhipathi Mawatha, Colombo 1, not later than 11. 30 a.m. on 9th June 2009. 

3. A person representing a Corporation is required to carry a certified copy of the
resolution authorising him/her to act as the representative of the Corporation. 
A representative need not be a member.

4. The transfer books of the Company will remain open.

5. Security Check

We shall be obliged if the shareholders/proxies attending the Annual General Meeting,
produce their National Identity Card to the security personnel stationed at the entrance lobby.
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*I/We………………………………..…………………………………………………………….
of…………………………………………………………………………………………………
…………….being *a Member/Members of PEGASUS HOTELS OF CEYLON PLC hereby
appoint………...........…………………………………………..........……………..of
…………………………………………………………………………………………………....
bearing NIC No./Passport No……………………….............…………. or failing him/her.

Don Chandima Rajakaruna Gunawardena or failing him,
Manoharan Selvanathan or failing him,
Hariharan Selvanathan or failing him,
Sega Nagendra or failing him,
Pushpakumara Manel Withana

As *my/our proxy to attend at the 43rd Annual General Meeting of the Company to
be held on Thursday the 11th day of June 2009 at 11.30 a.m. at Pegasus Reef Hotel,
Santha Maria Mawatha, Hendala, Wattala and any adjournment thereof and at every
poll which may be taken in consequence thereof.

For Against

1. To adopt the Report of the Directors and the Financial
Statements for the year ended 31st March 2009, together
with the Report of the Auditors thereon.

2. To re-elect Mr. M. Selvanathan who retires by rotation in
terms of Article 84 of the Articles of Association of the
Company.

3. To re-elect Mr. H. Selvanathan who retires in terms of
Article 84 of the Articles of Association of the Company.

4. To re-appoint M/s KPMG Ford, Rhodes, Thornton &
Company, Chartered Accountants as Auditors of the
Company as set out in Section 154 (1) of the Companies
Act No. 7 of 2007 and to authorize the Directors to
determine their remuneration.

Signed this ………  day of ……………………………….Two Thousand and Nine.

………………………………
Signature/s

Notes

1. * Please delete the inappropriate words.

2. A shareholder entitled to attend and vote at a General Meeting of the Company, is
entitled to appoint a proxy to attend and vote instead of him/her and the proxy
need not be a shareholder of the Company.  

A proxy so appointed shall have the right to vote on a show of hands or on a poll
and to speak at the General Meeting of the shareholders

3. A shareholder is not entitled to appoint more than one proxy on the same
occasion.

4. Instructions are noted on the reverse hereof.

Form of Proxy



Instructions As To Completion
1. Kindly perfect the form of proxy after filling in legibly your full name and address,

by signing in the space provided.  Please fill in the date of signature.

2. If you wish to appoint a person other than the Directors as your proxy, please insert
the relevant details in the space provided overleaf.

3. In terms of Article 67 of the Articles of Association of the Company:

The instrument appointing a proxy shall be in writing and :

(i) in the case of an individual shall be signed by the appointor or by his attorney;
and

(ii) in the case of a corporation shall be either under its common seal or signed by
its attorney or by an officer on behalf of the corporation. The Company may,
but shall not be bound to, require evidence of the authority of any such
attorney or officer.

A proxy need not be a member of the company.

4. In terms of Article 62 of the Articles of Association of the Company:

In the case of joint-holders of a share, the senior who tenders a vote, whether in
person or by proxy or by attorney or by representative, shall be accepted to the
exclusion of the votes of the other joint-holders and for this purpose seniority shall
be determined by the order in which the names stands in the Register of members
in respect of the joint holding.

5. To be valid the completed form of proxy should be deposited at the Registered
Office of the Company situated at No. 61, Janadhipathi Mawatha, Colombo 1 not
later than 11.30a.m. on 9th June 2009.

Please fill in the following details

Name : ………………………………………………………….

Address : ………………………………………………………….

………………………………………………………….

Jointly with : ………………………………………………………….

Share folio no. : ………………………………….................................

Form of Proxy (Cont’d)

 



Please complete and return this form on or before 5th June 2009

The Directors

Pegasus Hotels of Ceylon PLC

61, Janadhipathi Mawatha,

Colombo 1.

“43rd Annual General Meeting”

Full Name: ………………………………………………………….

Address: …………………………………………………………….

..……………………………………….. Tel: ……………………….

Folio No. ……………………………..

Kindly tick (   ) appropriate Box

Attending the meeting on 11th June, 2009 Yes No

• Lunch would be provided strictly for the shareholder only

Signature: ……………………..


