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Key information 

 Steewan Fernandez incorporates his first company in 1985 as SafeWay Holdings Pvt Ltd (SWH) 

 Started to sell branded consumer products in a retail shop in Cinnamon Gardens.  

 In 1992 started a supermarket SafeWay Fresh Mart (Pvt) Ltd (SWFM) 

o Share ownership was 80% by SWH and 20% by a friend Albert Ediriwickrama 

o Albert appointed as the CEO of SWFM 

o Steewan was the chairman 

 SWH was listed in the Colombo Stock Exchange in 1998 

o Raised Rs. 1,000mn for planned acquisitions through the IPO 

 SWH PLC operates in retail shop in Cinnamon Gardens and earns rental income from its properties 

which are rented out to outsiders and subsidiaries 

 Two companies incorporated in 1998 to acquire / merge with businesses that are already in 

operation 

o SafeWay Manufacturers and Distributors (Pvt) Ltd (SWMD)  to acquire a similar line of 

business 

 Fresh Milk Dairy Products (Pvt) Ltd (FMDP) situated in Kothmale, which had 50 

acres of land was acquired by SWMD in 1998. It had a small factory to 

manufacture dairy products such as yogurt, fresh milk and ice cream 

 The second acquisition by SWMD was a chocolate manufacturing company, Fresh 

Milk Confectionery (Pvt) Ltd (FMC), situated in Seeduwa, and it was done in the 

same year.  

 Both companies were acquired through SWMD and managed by SWMD itself, 

which was headed by Albert acting as the CEO. 

o SafeWay Hotels and Restaurants (Pvt) Ltd (SWHR)  to acquire and manage loss making 

hotels and restaurants 

  Indira Fernandez 

 - Coral Beach Bay Negombo (Pvt) Ltd, in the beginning 

of 1999 

 In 2017 invested in construction of a mini Hydro plant  

o 1.5 mega watts 

o Completed in 2019 

o Planned to use the generated power to a hotel to be constructed in Haputale 

o Signed an agreement with CEB to sell any excess power  



o Hotel construction postponed due to Covid 19 

 As at 31.3.2022 completed the acquisition of Express Mart (Pvt) Ltd at a price of Rs.711mn.  

o Express Mart supermarkets had 20 outlets  

o They were facing difficulties in meeting their financial obligations 
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Scenarios 

1.) Acquisition of Express Mart Pvt Limited.  

Safeway Holdings PLC (SWH) invested Rs.711mn to acquire full ownership of Express Mart (EM) on 
31.3.2022. The consideration was paid as follows. 

- Rs.411mn to acquire all of the shares from the existing owners  
- Rs.300mn to capitalize EM by purchasing new shares issued by the company 

SWH decided to invest in new shares in EM to provide liquidity to EM and the proceeds raised from the 
capital infusion will be used to pay off the high interest bearing liabilities. The new share issue has not yet 
been accounted for by EM. 

 

 

 

 

 



The Statement of Financial Position of EM as at 31.3.2022 is as follows. 

 

Additional information. 

A.) The PPE comprised of 20 supermarket outlets. However, certain infrastructure on the outlets has to be 

impaired and this has not been accounted for. SWH estimated that an impairment of Rs.30mn will be 

required to accommodate this.  

B.) Some of the outlets were on leased premises and since these were long term leases entered several years 

back. These are reflected under the right of use of assets.  

Compared to the current market value of the properties the lease rental payable under the contracts are 

significantly low. The PV of rentals at the current market rates would be Rs. 80mn. 



C.) The financial assets that were carried at FVTOCI reflects the FV as at 31.12.2021. During the quarter 

ended 31.3.2022 the FV had dropped significantly and the FV of such financial assets was Rs.60mn. 

D.) The inventories of the company are carried at cost which is well below the current market prices. As a 

result inflation and the depreciation of the LKR, the market value of the inventories had risen 

significantly. The total FV of the inventories were estimated at Rs.155mn.  

E.) There were cases filed against EM and had claims exceeding Rs.10mn. The legal team was of the view 

that Rs.7mn will need to be incurred to settle the claims. 

F.) The agreement with the current CEO of EM states that in case of a takeover by another company he is 

entitled to a compensation of Rs.5mn if his services are terminated as a result of the takeover. SWH 

intends to appoint its own CEO and hence this amount will be payable immediately. 

G.) The interest bearing borrowings amount represents loans obtained at a rate of 7%-10% and due to the 

increase in the interest rates in the market, the fair value of such loans as at 31.3.2022 was Rs.230mn. 

H.) All of the above are liable / deductible for tax purposes. The corporate income tax rate for the year 

ended 31.3.2022 was 24%. The financial assets are shares of a private company and any disposal gain 

will attract a capital gain tax of 10%. This is the only item on the statement of financial position that is 

liable for 10% capital gain tax. 

The government enacted a new law on the 27th of March 2022 increasing the tax rate to 30% with effect 

from the year ending 31.3.2023. The company has calculated the existing deferred tax liability at the 

rate of 24% and 10% on FA at FVTOCI in its financial statements.  

a. The break up of the existing Deferred tax liability is as follows 

On FA at FVTOCI at 10%  Rs.  3 

On others at 24%   Rs.67 

Total    Rs.70 

 

2.) Acquisition of 20% from Albert  

Albert owned 20% of SafeWay Fresh Mart (SWFM) which he owned since inception. Albert is now 

considering disposing his full or part of his ownership and has offered the shares to SWH as it is the major 

shareholder. Albert is willing to sell 10% or the entire 20% he owns.  

The NCI value reflected in the Group statement of financial position represents the net assets attributable 

to this 20%. Albert is expecting a premium of 30% on the attributable net assets value to sell his ownership.  

SWH believes that it would be better for it to acquire the stake of Albert rather than a third party acquiring 

it.  



The Directors wishes to know the financial statement implications arising as a result of the acquisition of 

either 10% or 20% stake owned by Albert in SWFM. Steewan is particularly interested in knowing whether 

the premium that will be paid to Albert can be recognized as goodwill.  

 

3.) Disposal of Coral Beach / Capital raise at Coral Beach 

Considering the liquidity crunch the group is experiencing, the directors are considering either selling part 

of total shareholding in Coral Beach. The financial information relating Coral Beach is reflected segment 

information under the heading restaurant / hotels.  

Following are the options considered by the Directors. 

a.) Sale of 100% of the company at a value of Rs.1,200 

b.) Sale of 75% of the company at a value of Rs. 900 and the remaining stake to be valued at the same 

value proportion 

c.) Sale of 40% of the company at a value of Rs.400mn and the remaining stake to be valued at the 

same value proportion 

d.) Coral beach to raise capital of Rs.300mn by issuing 2.5mn new shares from a third party investor 

via a private placement. The company has 10mn shares in issue which is entirely owned by 

SafeWay Hotels and Restaurants.  

The directors wish to know the financial reporting implications on each of the above options.  

 
 

 


