ENGINEERING
BETTER SRI LANKA

As the acclaimed business icon for national engineering consultancy and construction excellence in Sri
Lanka and Overseas, CECB spans 42 long years of solid engineering performances as a state owned,
commercially successful self financing entity. Our engineering roots entrenched firmly in the massive
multipurpose Mahaweli Development infrastructure project has since then been extended and grown to
add engineering expertise to the development of diversified array of social and economic infrastructures
in Sri Lanka and overseas.

Our integrated strengths and capabilities covers — Dams, Tunnels, Hydropower Engineering (Sri Lanka/
Eastern Africa), Irrigation, Water Supply/Sanitation & Environmental Engineering, Highways, Bridges,
Rail Roads, Airports, High-Rises, Buildings & Urban infrastructure, University Campuses, Laboratories,
Health Care, Coastal & Marine, Defence infrastructure, Sri Lankan High Commissions overseas to
name a few. Our range of expertise further covers environmental studies, natural resources management,
socioeconomic aspects of resettlement, community development, ICT networks etc. Truly we are the one
stop shop for all engineering design, consultancy and construction needs.

We have continuously met our national obligations towards the post conflict era changes and aspirations
of our people. As we near our golden jubilee, our position is among the strongest in the industry.
CECB with its trained multidisciplinary expertise and advanced engineering capabilities will redouble
its efforts to face the future national challenges in protecting environment while creating attractive public
and private infrastructures and utilities.
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INSPIRED TO GO BEYOND

CECB'’s Vision

“To be a world Class Engineering Organization”

CECB’s Mission

To be a World Class Engineering Organization, acquiring ex-
cellence in Engineering, Architecture and Quantity Surveying,
utilizing state of the art technology, with a highly motivated,
trained and skilled workforce rewarded appropriately for their
contribution use of resources for the maximum benefit to man-

kind.

he CECB - Central Engineering

I Consultancy Bureau. The Foremost
consultancy Organization in Sri
Lanka today: multi - disciplinary in func-
tion, futuristic in approach and, above all,

gifted with a team of inspired profession-
als yearning to go Forward.

That inspiration comes with a history - a
history that has left indelible marks nu-
merously on the face of this country from
over two millennia ago: a history that
flourished when the developed world of
today was hardly awake.
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Fortunately, those indelible marks - inge-
nious engineering feats - of that distant
time are still with us, not as some lifeless
artifact, but as something that runs though
our veins..... Feeding us.... And breathing
very life to our souls. And that sprouts in-
spiration in the men and women we have
chosen.

At CECB, we give wings to such inspira-
tion.



Construction Revenue
Consultancy Revenue
Consolidated Revenue
Gross Profit

Net Profit Before tax
Net profit after tax
Total assets
Contributed Capital
Total Equity

Total Equity Equilibrium
Current Assets

Current Liabilities

FINANCIAL HIGHLIGHTS

2012

Group

Rs.Mn

11,543
1,508
13,051
1,624
558
266
16,805

3,624
16,805
13,520
12,917

CECB

Rs.Mn

11,543
1,508
13,051
1,560
545
259
14,179
500
3,615
14,179
11,082
10,324

2011

CECB

Rs.Mn

Restated

7,640
909
8,550
924
308
146
12,129
500
3,259
12,129
9,421
8,631
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BOARD OF DIRECTORS

Eng.Nihal Rupasinghe

BSc. (Hons), PG

Dip. (Hydro power)
Norway, C. Eng., MIE
(SL),MICE (London),
Licd. Surveyor

Joined Faculty of
Engineering, Uni-
versity of Peradeni-
ya as Instructor in
1980. Joined Central
Engineering Consul-
tancy Bureau in 1981.
Appointed as Chief
Resident Engineer in
1989 to 1996. Func-
tioned as Project
Manager, CECB 1997
to 1998. Appointed as
Additional General
Manager (Engineer-
ing Procurement

and Construction) to
manage the Said
Division. Appointed
Chairman/CECB in
2005.
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Eng.M.A.P. Hemachandra

FIED.(SL), M.LEE,,
M.I.Prod.

Functioned as the Chair-
man B.C.C. Lanka Ltd.,
Chairman/ Managing
Director in Colombo Sack
Makers Ltd. and State
Pharmaceuticals Manu-
facturing Corporation of
Sri Lanka. Appointed as
the Working Director of
the Central Engineering
Consultancy Bureau in
June 2010.

Mr. S.M.N.L.Senanayake

BSc., Dip. Mgt., FCA,
Chartered Accountant.

Joined Corporate Vision
(Pvt) Ltd., as a Direc-
tor in 1988 and joined
Financial Consultants
and Allied Services
(Pvt) Ltd., as a Director
in 1994. In 2008, joined
Mahaweli Cultural
Foundation Trust as a
Director and in 2004
joined Central Engineer-
ing Consultancy Bureau
as Director. He is also a
Director of State Phar-
maceuticals Corporation
and State Pharmaceu-
ticals Manufacturing
Corporation since 2010.

Eng. S.S.Ediriweera

BSc., Eng MIE(SL), C. Eng.

Appointed as Director,
Ministry of Posts and
Telecommunications from
1972 to 1991. Joined Sri
Lanka Telecom Services
Ltd., as General Manager
and appointed as Member
of the Board of Directors in
1992. Attached to Associat-
ed News Papers of Ceylon
Ltd., and functioned as
Managing Director in 2000.
He worked as Secretary in
Ministry of Posts, Telecom-
munication and Information
Technology Development
and as Secretary in Ministry
of Tertiary Education and
Training in 2001. In 2004,
retired from Public Service.
Appointed as an Engineer-
ing Consultant of Media and
Information and as a Board
Member of Sri Lanka Rupa-
vahini Corporation and a
Board Member of Sri Lanka
Broadcasting Corporation.
Doubling as Advisor to the
Board, ITN. In 2011 January
he was appointed as Board
of Director in CECB and

as an Executive Director of
CESL. He is a member of
the production Engineers
(London) and the Institu-
tion of Electrical Engineers
(London)



BOARD OF DIRECTORS CONTINUED

Eng. Ranjith Pemasiri

BSc.Eng.(Hons), MIE(SL),
MSc.(Construction Mgt.)

Joined Road Development
Authority as Executive En-
gineer/ Resident Engineer in
1981and in 1993 appointed as
a Director Highway in Provin-
cial Department of Highways
and as a Project Director at
Ministry of Home Affairs and
Provincial Councils. Assumed
duties as General Manager

at Southern Provincial Road
Development Authority in
1993. Worked as National
Project Director at Ministry
of Provincial Councils and

Local Government since 2003.

Presently working as General
Manager, Road Development
Authority. Appointed as Di-
rector of Central Engineering
Consultancy Bureau in year
2010.

Dr. M.H.M.U.P. Herath

MBBS (Col.)

Medical Officer at Ragama
Rehabilitation Hospital since
2010.

Appointed as a Director of
Central Engineering Consul-

tancy Bureau in August 2010.

cech

Mr. Wasantha Ekanayake

(B.A.(Hons.), Class 1 of the
Sri Lanka Administrative
Service.

Director General, Department
of Management Audit, Trea-
sury Representative/ Member
of the Board of Directors of
Central Engineering Consul-
tancy Bureau in 2010.
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Eng. N. Rupasinghe

Eng. M. A. P. Hemachandra
Eng. S. S. Ediriweera

Eng. K. L. S. Sahabandu

Eng. M. A. C. Perera
Eng. G. D. A. Piyatilake

Eng. L. P. G. Silva

Eng. R. N. Perera

Eng. S. T. Devarajan

Eng. W. A. Ariyathilleke

Eng. T. D. Wickermarathne
Eng. S. P. P. Nanayakkara
Eng. P. C. Jinasena

Eng. G. R. A. S. Gunathilake
Eng. G. A. D. L. J. Seneviratne
Eng. A. Galketiya

Eng. H. M. Nandasena

Eng. D. R. Mithra

Eng. (Ms). H. M. S. Rupasinghe
Eng. K. L. S. R. Sahabandu
Eng. M. Navaz

Archt. W. K. Lalith Hewage
Eng. R. M. W. Ratnayake
Eng. P. M. P. C. Gunatilleke

Ms. Liyanage Devika

Mr. J.M.B. Jayaweera
Ms.S.H.H.C.U. Senanayake
Mr. J.W. Rathnayake

Mr. U.N.B. Mawathagama
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OUR TEAM

Chairman
Working Director
Executive Director

General Manager

Corp. Addl.GM (C) /Addl GM (Projects)
Corp Addl GM (EPC) /AGM (EPC-WP)

Addl GM (EPC-WP 2)

Addl GM (Special Projects - 03)
Addl GM (Special Projects - 02)
Addl GM (Northern Roads)
Addl GM (Water Resources)
Addl GM(EPC-South)

AddIGM(Highways,AirportDesign & Training)

Addl GM(EPC-East)

Addl GM (E & M)

Addl GM(EPC-Uva & Sab)

Addl GM(EPC-Central)

Addl GM (EPC-North Central)

Addl GM (EPC-Support Services)
A/Addl GM (DRD)

A/Addl GM (Special Projects -01)

Addl GM (Architect)

Cover up Duties/Addl GM (EPC-North)
Cover up Duties/Addl GM (EPC-SouthEast)
DGM (QS)

Chief Internal Auditor
Legal Officer/ Secretary to the Board

Consultant, Human Resource

Finance Manager



CORPORATE INFORMATION AND ACCOUNTING POLICIES

1.1

1.2

2.1

CORPORATE INFORMATION
Domicile and Legal Form

Central Engineering Consultancy Bureau is a State Corporation established under the
provisions of the State Industrial Corporations Act no. 49 of 1957 and domiciled in Sri Lanka.
The Bureau’s registered office and the principal place of business are located at No.415,
Bauddhaloka Mawatha, Colombo 07.

The Consolidated Financial Statements of Central Engineering Consultancy Bureau as at and
for the year ended 31% December 2012 comprises the Bureau and its subsidiaries (together
referred to as the “Group”).

The Financial Statements of all Companies in the Bureau have a common financial year which
ends on December 31%,

Principal Activities and Nature of Operations

Central Engineering Consultancy Bureau is primarily involved in the business of construction,
consultancy and any engineering related activities.

Central Engineering Service (Private) Limited (CESL) is a fully owned subsidiary of CECB
engage in the business of undertaking and executing Design-Build, Turnkey and other types of
construction work in the field of civil, electrical and mechanical engineering and all aspects
connected therewith or ancillary or incidental thereto on its own or as a member of joint venture
or a member of a consortium in Sri Lanka or elsewhere.

BASIS OF PREPARATION
Statement of Compliance

The financial statements of the Bureau and the Group comprise the statement of comprehensive
income, statement of financial position, statement of changes in equity and the cash flow
statement, together with the accounting policies and notes to the financial statements. These
financial statements have been prepared in accordance with Sri Lanka Accounting Standards
(SLFRS and LKAS) as issued by the Institute of Chartered Accountants of Sri Lanka (CA Sri
Lanka).

These Financial Statements for the year ended 31% December, 2012 are the first Financial
Statements prepared and presented in accordance with Sri Lanka Accounting Standards
immediately effective from 1% January, 2012. Financial Statements were prepared in
accordance with Sri Lanka Accounting Standards (SLAS) effective up to 31% December, 2011
reconciled on convergence of the SLAS compliant Financial Statements to SLFRS/LKAS
compliant Financial Statements are given in Note 32 to the Financial Statements. The
Consolidated Financial Statements were authorized for issue by the Board of Directors in
accordance with the resolution passed by the Board of Directors on 10" February 2014.

Financial Statements of the subsidiary is prepared in compliance with the Accounting policies
of the Bureau unless stated otherwise.
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2.1

2.2

2.3
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BASIS OF PREPARATION (CONTINUED)
Basis of Measurement

The Consolidated Financial Statements have been prepared on the historical cost basis except
for the following material items in the statement of Financial Position.

¢ Financial assets and Financial Liabilities that have been measured at fair value
o Fair value of Property Plant and Equipment are recognised as deemed cost on the transition
date.

The Bureaus Directors have made an assessment of the Bureau’s ability to continue as a going
concern in the foreseeable future and they do not foresee a need for liquidation or cessation of
business.

Functional and Presentation Currency

The Consolidated Financial Statements are presented in Sri Lankan Rupees (Rs.), which is the
Bureau’s functional currency.

Use of Estimates and Judgments

The preparation of Financial Statements in conformity with Sri Lanka Accounting Standards
(SLFRSs) requires the management to make judgments, estimates and assumptions that effect
the application of policies and reported amounts of assets and liabilities, income and expenses.
Actual results may differ from these estimates.

The Estimates and associated assumption are based on historical experience and various other
factors that are believed to be reasonable under the circumstance, the results of which form the
basis of making the judgments about carrying values of assets and liabilities that are not readily
apparent from the other sources.

The Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognized in the period in which the estimates are revised if the
revision affects only that financial year or in the period of the revision and future periods if the
revision affects both current and future financial years.

Information about critical judgements in applying accounting policies that have the most
significant effect on the amounts recognised in the consolidated financial statements is included
in the following notes:

Critical accounting estimate/ judgment Note No Page No

Contract revenue, cost and percentage of completion 09 17




Information about assumptions and estimates uncertainties that have a significant risk of
resulting in a material adjustment in the financial statements are included in the table below:

Critical accounting estimate/ judgment Note No Page No

Property, plant and equipment 15 19/20

Employee Benefits 22 22

Deferred Tax Liabilities 14 18
3 SIGNIFICANT ACCOUNTING POLICIES

The Accounting Policies set out below have been applied consistently to all period presented
in these Financial Statements and in preparing the opening SLFRS Statement of Financial
Position at January 01%, 2011 for the purpose of transition to SLFRSs, unless otherwise stated.
The accounting policies have been applied consistently by Group entities.

3.1 Basis of Consolidation
(a) Business Combination
Business combinations are accounted for using the acquisition method as at the acquisition date
- i.e. when control is transferred to the Group. Control is the power to govern the financial and
operating policies of an entity so as to obtain benefits from its activities. In assessing control,
the Group also takes into consideration potential voting rights that are currently exercisable.

The Group measures goodwill at the acquisition date as:

e The fair value of the consideration transferred; plus

e The recognised amount of any Non-controlling interests in the acquiree; plus

e If the business combination is achieved in stages, the fair value of the pre-existing equity
interest in the acquiree; less

e The net recognised amount (generally fair value) of the identifiable assets acquired and
liabilities assumed.

When the excess is negative, a bargain purchase gain is recognised immediately in profit or
loss. The consideration transferred does not include amounts related to the settlement of pre-
existing relationships such amounts are generally recognised in profit or loss. Transactions
costs, other than those associated with the issue of debt or equity securities, that the Group
incurs in connection with a business combination are expensed as incurred.

(b) Subsidiaries

Subsidiaries are entities controlled by the Group. The Financial Statements of Subsidiaries are
included in the consolidated Financial Statements from the date that control commences, until
the date that control ceases. The accounting policies of subsidiaries have been changed when
necessary to align them with the policies adopted by the Group.

(¢) Transactions eliminated on consolidation
Intra-Group balances and transactions, and any unrealised income and expenses arising from

intra Group transactions, are eliminated in preparing the consolidated financial statements.
Unrealised gains arising from transactions with equity accounted investees are eliminated
against the investment to the extent of the Group’s interest in the investee. Unrealised losses are
eliminated in the same way as unrealized gains, but only to the extent that there is no evidence of
impairment.
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3.2

3.3
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Foreign Currency Transactions

All foreign exchange transactions are converted to functional currency, at the rates of exchange
prevailing at the time the transactions are effected. Monetary assets and liabilities denominated
in foreign currency are retranslated to functional currency equivalents at the spot exchange rate
prevailing at the reporting date.

Non-monetary items that are measured in terms of historical cost in a foreign currency are
translated using the exchange rates as at the dates of the initial transactions. Non-monetary
assets and liabilities are translated using exchange rates that existed when the values were
determined. The gain or loss arising on translation of non-monetary items is recognised in line
with the gain or loss of the item that gave rise to the translation difference.

Financial assets and financial liabilities

(a) Non-derivative financial assets

The Group initially recognises loans and receivables and deposits on the date that they
originated. All other financial assets are recognised initially on the trade date at which the
Group becomes a party to the contractual provisions of the instrument.

The Group derecognises a financial asset when the contractual rights to the cash flows from the
asset expire, or it transfers the rights to receive the contractual cash flows on the financial asset
in a transaction in which substantially all the risks and rewards of ownership of the financial
assets are transferred. Any interest in transferred financial assets that is created or retained by
the Group is recognised as a separate asset or liability.

Financial assets and liabilities are offset and the net amount presented in the statement of
financial position when, and only when, the Group has a legal right to offset the amounts
intends either to settle on a net basis or realize the assets and settle the liability simultaneously.

The Group has the following non-derivative financial assets: loans and receivables and
available-for-sale financial assets.

(i) Loans and receivables

Loans and receivables are financial assets with fixed or determinable payments that are not
quoted in an active market. Such assets are recognized initially at fair value plus any directly
attributable transaction costs. Subsequent to initial recognition loans and receivables are
measured at amortized cost using the effective interest method, less any impairment losses.

Loans and receivable comprise cash and cash equivalents, investment in debenture and trade
and other receivables, including related party receivables.

(ii) Cash and cash equivalents

Cash and cash equivalents comprise cash balances and call and fixed deposits with original
maturities of three months or less. Bank overdrafts that are repayable on demand and form an
integral part of the Group’s cash management are included as a component of cash and cash
equivalents for the purpose of the statement of cash flows.



3.3

34

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial assets and financial liabilities (Continued)
(iii) Available-for-sale financial assets

Available-for-sale financial assets are non-derivative financial assets that are designated as
available-for sale and that are not classified as any of the other financial assets. The Group’s
investments in equity securities are classified as available-for sale financial assets. Subsequent
to initial recognition, they are measured at fair value and changes therein, are recognised in
other comprehensive income and presented within equity in the fair value reserve. When an
investment is derecognised, the cumulative gain or loss in other comprehensive income is
transferred to profit or loss. However investments in equity instruments that do not have a
quoted market price in an active market and whose fair value cannot be reliably measured
therefore the equity instruments are measured at cost.

(b) Non-derivative financial liabilities
The Group initially recognises debt securities issued on the date that they are originated. All

other financial liabilities are recognized initially on the trade date at which the Group becomes
a party to the contractual provisions of the instrument.

The Group derecognises a financial liability when its contracted obligations are discharged,
cancelled or expired.

The Group classifies non-derivative financial liabilities in to the other financial liabilities
category. Such financial liabilities are recognised initially at fair value plus any directly
attributable transaction costs. Subsequent to initial recognition these financial liabilities are
measured at amortized cost.

Other financial liabilities comprise: loans and borrowings, trade and other payables.
Ordinary Share Capital

Ordinary Shares are classified as equity. Incremental costs directly attributable to the issue of
ordinary shares are recognised as a deduction from equity net of any tax effects.

Impairment
3.4.1 Non-derivative Financial assets

A financial asset not carried at fair value through profit or loss is assessed at each reporting date
to determine whether there is objective evidence that it is impaired. A financial asset is
impaired if objective evidence indicates that a loss event has occurred after the initial
recognition of the asset, and that the loss event had a negative effect on the estimated future
cash flows of that asset that can be estimated reliably.

Objective evidence that financial assets are impaired can include default or delinquency by a
debtor, restructuring of an amount due to the Group on terms that the Group would not consider
otherwise, indications that a debtor or issuer will enter bankruptcy, or the disappearance of an
active market for a security. In addition, for an investment in an equity security, a significant or
prolonged decline in its fair value below its cost is objective evidence of impairment.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Impairment (Continued)

Financial assets (Continued)

The Group considers evidence of impairment for receivables at a specific asset level. All
individually significant receivables are as assessed for specific impairment.

An impairment loss in respect of a financial asset measured at amortised cost is calculated as
the difference between its carrying amount and the present value of the estimated future cash
flows discounted at the asset’s original effective interest rate. Losses are recognised in profit or
loss and reflected in an allowance account against receivables. Interest on the impaired asset
continues to be recognised through the unwinding of the discount. When a subsequent event
causes the amount of impairment loss to decrease, the decrease in impairment loss is reserved
through profit or loss. Impairment losses on available-for-sale investment securities are
recognised by transferring the cumulative loss that has been recognised in other comprehensive
income, and presented in the fair value reserve in equity, to profit or loss. The cumulative loss
that is removed from other comprehensive income and recognised in profit or loss is the
difference between the acquisition cost, net of any principal repayment and amortisation, and
the current fair value, less any impairment loss previously recognised in profit or loss. Changes
in impairment provisions attributable to time value are reflected as a component of interest
income.

3.4.2 Non-financial assets

The carrying amounts of the Group’s non-financial assets other than inventories and deferred
tax assets, are reviewed at each reporting date to determine whether there is any indication of
impairment. If any such indication exists, then the asset’s recoverable amount is estimated.

The recoverable amount of an asset or cash-generating unit is the greater of its value in use and
its fair value less costs to sell. In assessing value in use, the estimated future cash flows are
discounted to their present value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risk specific to the asset. For the purpose of
impairment testing, assets are Grouped together into the smallest Group of assets that generates
cash inflows from continuing use that are largely independent of the cash inflows of other
assets or Groups of assets (the “cash generating unit”). The goodwill acquired in a business
combination, for the purpose of impairment testing, is allocated to cash-generating units that
are expected to benefit from the synergies of the combination.

An impairment loss is recognised if the carrying amount of an asset or its cash-generating unit
exceeds its estimated recoverable amount. Impairment losses are recognised in profit or
loss.Impairment losses recognised in respect of cash-generating units are allocated first to
reduce the carrying amount of any goodwill allocated to the units and then to reduce the
carrying amounts of the other assets in the unit (Group of units) on a pro rata basis.

An impairment loss in respect of goodwill is not reversed. In respect of other assets,
impairment losses recognized in prior periods are assessed at each reporting date for any
indications that the loss has decreased or no longer exists. An impairment loss is reversed if
there has been a change in the estimates used to determine the recoverable amount. An
impairment loss is reversed only to the extent that the asset’s carrying amount does not exceed
the carrying amount that would have been determined, net of depreciation or amortisation, if no
impairment loss had been recognized.



3.5

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Property, Plant and Equipment

3.5.1 Recognition and Measurement

Property, Plant and Equipment are stated at cost/revaluation less accumulated depreciation and
accumulated impairment losses. The Group elected to apply the optional exemption of SLFRS
1 First Time adoption of Sri Lanka Accounting Standards (SLFRS) to use the fair value as
deemed cost at the date of transition for certain items of property, plant and equipments.(Note
15).

The cost of an item of property, plant and equipment comprise its purchase price and any
directly attributable costs of bringing the asset to working condition for its intended use. The
cost of self-constructed assets includes the cost of materials, direct labor, and any other costs
directly attributable to bringing the asset to the working condition for its intended use. When
parts of an item of property, plant and equipment have different useful lives, they are accounted
for separate items (major component) of property, plant and equipment. When parts of an item
of property, plant and equipment have different useful lives, they are accounted for as separate
items (major components) of property, plant and equipment

3.5.2 Leased Assets

Leases in terms of which the Group assumes substantially all the risk and rewards of ownership
are classified as finance leases. Upon initial recognition the leased asset is measured and
capitalized at an amount equal to the lower of its fair value and the present value of minimum
lease payments. Subsequent to initial recognition, the asset is accounted for in accordance with
the accounting policy applicable to that asset.

3.5.3 Subsequent Costs

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 Group and its cost can be measured reliably. The carrying amount of
the replaced part is derecognised. The costs of the day to day servicing of property, plant and
equipment are recognized in profit or loss as incurred.

3.5.4 De-recognition
The carrying amount of an item of property, plant and equipment is de-recognized on disposal

or when no future economic benefits are expected from its use or disposal. Gains or losses on
de-recognition are recognized within other income in profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Property, Plant and Equipment (Continued)

3.5.5 Depreciation

Depreciation is recognized in profit or loss on the straight-line basis over the estimated useful
lives of each part of item of Property, Plant and Equipment. Leased assets are depreciated over
the shorter of the lease term and their useful lives unless it is reasonably certain that the Group
will obtain ownership by the end of the lease term. Depreciation of an asset begins when it is
available for use whereas depreciation of an asset ceases at the earlier of the date that the asset
is classified as held for sale (or included in a disposal Group that is classified as held for sale)
and the date that the asset is derecognised. Depreciation is not charged on Freehold Land and
Capital Work in Progress.

The estimated useful lives are as follows:

Asset Category Useful Lives
Freehold Building 13.33 years
Office Equipment and Furniture and Fittings 8 years
Construction Instruments and equipments 4-5 years
Motor Vehicles 4 years
Plant and Machinery 5 years
Containers 5 years
Computers 5 years
Library Books 8 years

3.5.6 Capital Work in Progress

Capital expenses incurred during the year which are not completed as at the reporting date are
shown as Capital Work-in-Progress, whilst the capital assets which have been completed during
the year and available to use have been transferred to Property, Plant and Equipment.

Inventories

Inventories are valued at lower of cost and net realizable value. Cost is determined on the
weighted average cost basis and includes expenses incurred in acquiring the inventories and
bringing them to their existing location and condition.

3.6.1 Work in Progress

Construction contracts in progress represent the gross unbilled amount expected to be collected
from customers for contract work performed to date. It is measured at cost plus profit
recognised to date less progress billings and recognised losses. Cost includes all expenditure
related directly to specific projects and an allocation of fixed and variable overheads incurred in
the Group’s contract activities based on normal operating capacity. Construction contracts in
progress is presented as part of trade and other receivables in the statement of financial position
for all contracts in which costs incurred plus recognised profits exceed progress billings. If
progress billings exceed costs incurred plus recognised profits, then the difference is presented
as deferred income/revenue in the statement of financial position.



3.7

3.8

3.9
3.9.1

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Employee benefits
(a) Defined contribution plans

A defined contribution plan is a post-employment benefit plan under which contributions are
made into a separate fund and the entity will have no legal or constructive obligation to pay
further amounts. Obligations for contributions to defined contribution plan are recognised as an
employee benefit expense in profit or loss in the periods during which services are rendered by
employees. Prepaid contributions are recognised as an asset to the extent that a cash refund or a
reduction in future payments is available.

Defined Contribution Plans - Employees Provident Fund and Employees Trust Fund

All employees who are eligible for Employees Provident Fund contribution and Employees
Trust Fund contribution are covered by relevant contribution funds in line with respective
statutes and regulations. The Group contributes 12 % and 3% of gross emoluments of
employees to Employees’ Provident Fund and Employees’ Trust Fund respectively

(b) Defined Benefit Plan - Gratuity

The Bureau is liable to pay gratuity in terms of the Payment of Gratuity Act No: 12 of 1983, where the
liability to an employee arises only on completion of five years of continued service. However, the
provision is calculated based on half month’s salary of the last month of the financial year of service in
conformity with the Sri Lanka Accounting Standard No: 16, “’Retiring Benefit Cost”.

Provisions

Provisions are recognised if, as a result of a past event the Group has a present legal or
constructive obligation that can be estimated reliably and it is probable that an outflow of
economic benefit will be required to settle the obligation. Provisions and liabilities are
recognised in the balance sheet. Provisions are determined by discounting expected future cash
flows at a pre-tax rate that reflects current market assessment of the time value of money and
the risk specific to the liability. Unwinding of discount is recognised as finance cost

Statement of Comprehensive Income
Revenue

(a) Construction Contracts
Contract revenue includes the initial amount agreed in the contract plus any variations in
contract work, claims and incentive payments, to the extent that it is probable that they will
result in revenue and can be measured reliably. As soon as the outcome of a construction
contract can be estimated reliably, contract revenue is recognised in profit or loss in
proportion to the stage of completion of the contract.

The stage of completion is assessed with reference to the proportion that contract cost incurred
for work performed to date bear to the estimated total contract costs. When the outcome of a
construction contract cannot be estimated reliably, contract revenue is recognised only to
the extent of contract costs incurred that are likely to be recoverable.
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3 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

3.9 Statement of Comprehensive Income (Continued)
3.9.1 Revenue (Continued)

(b) Consultancy Services
The Group generates revenues from consultancy service related to construction work.
Revenue from consultancy services is recognised in profit or loss in proportion to the stage
of the transaction at the reporting date. The stage of completion is assessed with reference
to survey of work performed.

3.9.2 Interest Income

For all financial instruments measured at amortised cost and interest bearing financial assets
classified as available for sale, interest income or expense is recorded using the effective
interest rate (EIR), which is the rate that exactly discounts the estimated future cash payments
or receipts through the expected life of the financial instrument or a shorter period, where
appropriate, to the net carrying amount of the financial asset or liability. Interest income is
included in finance income in the income statement.

3.9.2 Dividend Income
Dividend income is accounted when the shareholders’ right to receive payment is established.
3.9.3 Other Income

Profits or losses from disposal of property, plant and equipments recognized having deducted
from proceeds on disposal, the carrying value of the assets and the related expenses.

Foreign currency gains and losses are reported on a net basis.

3.9.4 Expenditure Recognition
(a) Construction and consultancy Cost

Contract expenses are recognised as incurred unless they create an asset related to future

contract activity. Expected losses are recognized as an expense when it is probable that the

total cost pertaining to construction contracts will exceed its revenue.

Other Expenses
All expenditure incurred in the running of the business and in maintaining the Property,
Plant and Equipment in a state of efficiency has been charged to revenue in arriving at the
profit for the year.

3.9.5 Taxation

(a) Current Taxes

Current Income tax liabilities for the current and prior periods are measured at the amount
expected to be recovered from or paid to the Commissioner General of Inland Revenue. The tax
rates and tax laws used to compute the amount are those that are enacted or substantively
enacted by the reporting date.

The provision for income tax is based on the elements of income and expenditures reported in
the Financial Statements and computed with in accordance with the provisions of the Inland

Revenue Act.

The relevant details are disclosed in the respective notes to the Financial Statements.
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3 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
39 Statement of Comprehensive Income (Continued)
3.9.5 Taxation (Continued)

Deferred tax is recognised in respect of temporary differences between the carrying amounts of
assets and liabilities for financial reporting purposes and the amounts used for taxation
purposes. Deferred tax is not recognised for:

e Temporary differences on the initial recognition of assets or liabilities in a transaction that
is not a business combination and that affects neither accounting nor taxable profit or loss;

e Temporary differences related to investments in subsidiaries and jointly controlled entities
to the extent that it is probable that they will not reverse in the foreseeable future; and

e Taxable temporary differences arising on the initial recognition of goodwill.

Deferred tax is measured at the tax rates that are expected to be applied to temporary

differences when they reverse, based on the laws that have been enacted or substantively
enacted by the reporting date.

4 EVENTS OCCURRING AFTER THE REPORTING PERIOD

Events after the reporting period are those events favourable and unfavourable that occurs
between the end of the reporting period and the date when the Financial Statements are
authorized for issue.

The materiality of the events occurring after the reporting period is considered and appropriate
adjustments to or disclosures are made in the Financial Statements, where necessary.

5 NEW ACCOUNTING STANDARDS ISSUED BUT NOT EFFECTIVE AS AT THE
REPORTING DATE

A number of new standards, amendments to standards and interpretations are effective for
annual periods beginning after 1 January 2014, and have not been applied in preparing these
consolidated financial statements. Those which may be relevant to the Group are set out below.
The Group does not plan to adopt these standards early.

(i) SLFRS 10 Consolidated Financial Statements, SLFRS 11 Joint Arrangements, SLFRS 12
Disclosure of Interests in Other Entities

SLFRS 10 introduces a single control model to determine whether an investee should be
consolidated. As a result, the Group may need to change its consolidation conclusion in respect
of its investees, which may lead to changes in the current accounting for these investees.

Under SLFRS 11, the structure of the joint arrangement, although still an important
consideration, is no longer the main factor in determining the type of joint arrangement and
therefore the subsequent accounting. SLFRS 12 brings together into a single standard all the
disclosure requirements about an entity’s interests in subsidiaries, joint arrangements,
associates and unconsolidated structured entities. The Group is currently assessing the
disclosure requirements for interests in subsidiaries, interests in joint arrangements and
associates and unconsolidated structured entities in comparison with the existing disclosures.
SLFRS 12 requires the disclosure of information about the nature, risks and financial effects of
these interests.
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(iii)
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NEW ACCOUNTING STANDARDS ISSUED BUT NOT EFFECTIVE AS AT THE
REPORTING DATE (CONTINUED)

SLFRS 13 Fair Value Measurement

SLFRS 13 provides a single source of guidance on how fair value is measured, and replaces the
fair value measurement guidance that is currently dispersed throughout SLFRS. Subject to
limited exceptions, SLFRS 13 is applied when fair value measurements or disclosures are
required or permitted by other SLFRSs. The Group is currently reviewing its methodologies in
determining fair values.

First Time Adoption of SLFRSs/LKAS

These Financial Statements, for the year ended 31 December 2012, are the first financial
statement of the Group has prepared in accordance with SLFRS/LKAS. For periods up to and
including the year ended 31 December 2011, the Group prepared its financial statements in
accordance with Sri Lanka Accounting Standards (SLASs) which were effective up to 31st
December 2011.

Group has prepared its Financial Statements which comply with SLFRSs applicable for periods
ending on or after 31 December 2012 and prior periods, together with the comparative period’s
data as at and for the years ended 31 December 2011, as described in the accounting policies.

In preparing these financial statements, the Group’s opening Statement of Financial Position
was prepared as at 1 January 2011, the Group’s date of transition to SLFRS. Note 42 explains
the principal adjustments made by the Group in restating its SLAS statement of financial
position as at 1 January 2011 and its previously published SLAS financial statements as at and
for the year ended 31 December 2011.

The effect of Group’s transition to SLFRSs described in Note 28 is summarized in this note as
follows:

e  Transition elections;

e Reconciliation of equity and comprehensive income as previously reported under previous
SLAS and SLFRSs.

Transition Elections
SLFRS 1 — First-time Adoption of Sri Lanka Financial Reporting Standards allows first-time
adopters certain exemptions from the retrospective application of certain SLFRSs.

Accordingly the Group has applied the following transition exceptions and exemptions to full
retrospective application of SLFRSs.
(a) Fair value or revaluation as deemed cost

Deemed Cost of Property, Plant and Equipment certain items of property, plant and equipment
have been measured at fair value at the date of transition to SLFRSs which were carried in the
statement of financial position prepared in accordance with previous SLAS on the basis of
acquisition cost.

The Group has elected to regard those values as deemed cost at the date of the revaluation since
they were broadly comparable to fair value.



CENTRAL ENGINEERING CONSULTANCY BUREAU
STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31ST DECEMBER

GROUP CECB
2012 2011 2012 2011
Rs. Rs. Rs. Rs.
Note
Revenue 9 13,051,404,569 8,550,176,848 13,051,404,569 8,550,176,848
Cost of Sales 10 (11,427,073,880)  (7,592,905,377)] (11,491,305,532) (7,626,512,721)
Gross Profit 1,624,330,689 957,271,471 1,560,099,037 923,664,127
Other Income 11 257,331,766 291,500,170 241,051,176 289,825,801
Administration Expenses (1,183,162,649) (951,787,024) (1,118,904,881) (921,391,793)
Selling and Distribution Expenses (316,855,524) (84,396,410) (316,855,524) (84,396,410)
Results from Operating Activities 381,644,282 212,588,207 365,389,808 207,701,724
Finance Income 201,368,165 114,975,754 199,625,758 114,939,272
Finance Cost (24,343,420) (15,444,710) (20,123,026) (14,609,857)
Net Finance Income 12 177,024,745 99,531,044 179,502,732 100,329,415
Profit Before Income Tax 558,669,027 312,119,251 544,892,540 308,031,139
Income Tax Expense 14 (291,677,345) (164,074,708) (285,794,064) (161,905,298)
Profit/(Loss) for the Year 266,991,682 148,044,543 259,098,476 146,125,841
Other Comprehensive Income
Other Comprehensive Income for the Year - - - -
Total Comprehensive Income for the Year 266,991,682 148,044,543 259,098,476 146,125,841

Figures in brackets indicates deductions.

The Notes to the Financial Statements set out on pages 5 to 40 form an integral part of these Financial Statements.
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CENTRAL ENGINEERING CONSULTANCY BUREAU
STATEMENT OF FINANCIAL POSITION

AS AT 31ST DECEMBER
GROUP CECB
2012 2011 2010 2012 2011 2010
Rs Rs Rs. Rs. Rs Rs.

Assets Note
Non-Current Assets

Property, Plant and Equipment 15 3,217,787,244 2,664,214,277 2,361,824,781 3,029,322,086 2,643,168,837 2,361,824,781

Investments 16 68,114,301 64,456,627 69,796,710 68,114,321 64,456,647 69,796,710
Total Non-Current Assets 3,285,901,545 2,728,670,904 2,431,621,491 3,097,436,407 2,707,625,484 2,431,621,491
Current Assets

Inventories 17 667,283,290 278,209,888 230,776,561 473,612,890 277,233,388 230,776,561

Trade and Other Receivables 18 10,744,968,138 9,277,200,225 2,549,702,106 8,571,483,325 6,908,203,554 2,549,702,106

Short term Investments 16 1,572,852,406 1,707,593,967 1,491,086,629 1,572,852,406 1,707,593,967 1,491,086,629

Cash and Cash Equivalents 20 534,761,471 615,208,770 327,792,660 464,311,326 528,777,653 327,792,660
Total Current Assets 13,519,865,305 11,878,212,850 4,599,357,956 11,082,259,947 9,421,808,562 4,599,357,956
Total Assets 16,805,766,850 14,606,883,754 7,030,979,447 14,179,696,354 12,129,434,046 7,030,979,447
Equity and Liabilities -

Contributed Capital 500,000 500,000 500,000 500,000 500,000 500,000

Capital Reserve 3,027,999 12,697,551 12,697,551 3,027,999 12,697,551 12,697,551

Retained Earnning 3,621,103,055 3,247,819,226 3,081,060,339 3,611,291,147 3,245,900,524 3,081,060,339
Total Equity 3,624,631,054 3,261,016,777 3,094,257,890 3,614,819,146 3,259,098,075 3,094,257,890
Non-Current Liabilities

Lease Creditors 21 35,565,671 49,724,339 3,348,385 11,624,193 36,288,826 3,348,385

Retirement Benefit Obligation 22 228,787,990 203,004,443 172,616,158 228,787,990 203,004,443 172,616,158

Differed Tax 23 76,388 61,355 - - - -
Total Non-Current Liabilities 264,430,049 252,790,137 175,964,543 240,412,183 239,293,269 175,964,543
Current Liabilities

Trade and Other Payables 24 12,331,787,072 10,584,051,848 3,367,666,505 10,022,553,967 8,123,827,340 3,367,666,505

Income Tax Payables 25 382,092,902 452,561,417 386,442,259 374,116,600 450,453,362 386,442,259

Lease Creditors 21 36,544,774 7,107,672 - 18,740,207 - -

Inter Base current accounts 6,701,059 - (153,711) 6,701,059 - (153,711)

Inter company current accounts 159,579,941 - - (97,646,808) 7,406,097 -

Bank Overdraft 20 - 49,355,903 6,801,961 - 49,355,903 6,801,961
Total Current Liabilities 12,916,705,748 11,093,076,840 3,760,757,014 10,324,465,025 8,631,042,702 3,760,757,014
Total Liabilities 13,181,135,796 11,345,866,977 3,936,721,557 10,564,877,208 8,870,335,971 3,936,721,557
Total Equity and Liabilities 16,805,766,850 14,606,883,754 7,030,979,447 14,179,696,354 12,129,434,046 7,030,979,447

Figures in brackets indicates deductions.

The Notes to the Financial Statements set out on pages 5 to 40 form an integral part of these Financial Statements.

It is certified that the Financial Statements have been prepared in compliance with geneally accepted accounting policies.

Fimance Manager

The Board of Directors is responsible for the preparation and presentation of these Financial Statements.

Approved and signed for and on behalf of the Board ;

Eng. N.Rupasinghe Eng. S.S.Ediriweera
CHAIRMAN DIRECTOR
04" November 2014
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CENTRAL ENGINEERING CONSULTANCY BUREAU

CASH FLOW STATEMENT

GROUP CECB
FOR THE YEAR ENDED 31ST DECEMBER 2012 2011 2012 2011
Rs. Rs. Rs. Rs.
Cash Flows from Operating Activities
Profit Before Tax 558,669,027 312,119,251 544,892,540 308,031,139
Adjustments for:
Depreciation on Property, Plant and Equipments 270,948,236 162,369,658 215,955,094 155,787,195
Provision / reversal of Bad and Doubtful Debts 253,228,799 84,357,975 253,228,799 84,357,975
Provision for Gratuity 54,909,537 50,277,065 54,909,537 50,277,065
Net Finance Income (177,024,745) (99,531,044) (179,502,732) (100,329,415)
Previous Period Adjustments 96,622,595 18,714,344 96,622,595 18,714,344
(Profit) / Loss on disposal of Property, Plant and Equipments 15,299,893 44,895,184 15,299,894 44,895,183
Exchange Loss on fixed deposits 263,795 - 263,795 -
Operating Profit before Working Capital Changes 1,072,917,137 573,202,433 1,001,669,521 561,733,486
(Increase)/Decrease in Inventories (389,073,402) (47,433,327) (196,379,502) (46,456,827)

)
(Increase)/Decrease in Trade and Other Receivables
Increase/(Decrease) in Trade and Other Payables
Increase/(Decrease) in Amounts Due to Related Companies
Increase in Inter Base current accounts

Cash Generated from Operating Acitivities

Interest paid
Tax paid

Gratuity paid

(1,720,996,712)
1,747,735,224

(6,811,856,094)
7,216,385,343

(1,916,508,570)
1,898,726,627

(4,442,859,423)
4,756,160,835

Net Cash Flows from Operating Activities

159,579,941 - (105,052,905) 7,406,097
6,701,059 153,711 6,701,059 153,711
876,863,247 930,452,066 689,156,230 836,137,880
(24,343,420) (15,444,710) (20,123,026) (14,609,857)
(362,130,829) (97,894,194) (362,130,825) (97,894,195)
(29,125,990) (19,888,780) (29,125,990) (19,888,780)
461,263,008 797,224,382 277,776,389 703,745,048

Cash Flows from Investing Activities
Investment in Property Plant and Equipment
Investment in Capital Work in Progress
Investment / Disposal of Long Term Deposit
Investment / Disposal of Short Term Deposit

Interest Income

(671,479,463)

(137,493,498)

(3,657,674)
134,477,766
201,368,165

(306,520,505)

(144,685,278)
5,340,083

(216,507,338)
114,975,754

(481,810,606)

(137,493,498)

(3.657,674)
134,477,766
199,625,758

(301,660,460)

(144,685,278)
5,340,063

(216,507,338)
114,939,272

Net Cash Flows from Investing Activities

(476,784,705)

(547,397,284)

(288,858,254)

(542,573,742)

Cash Flows from Financing Activities

Payment of Finance Lease Liabilities

Net Cash from Financing Activities

Net Increase/(Decrease) in Cash and Cash Equivalents

Cash and Cash Equivalent at the beginning

Cash and Cash Equivalent at the end (Note 20)

(15,569,700) (4,964,929) (4,028,559) (2,740,255)
(15,569,700) (4,964,929) (4,028,559) (2,740,255)
(31,091,396) 244,862,168 (15,110,424) 158,431,051
565,852,867 320,990,699 479,421,750 320,990,699
534,761,471 565,852,867 464,311,326 479,421,750

Figures in brackets indicates deductions.

The Notes to the Financial Statements set out on pages 5 to 40 form an integral part of these Financial Statements.
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CENTRAL ENGINEERING CONSULTANCY BUREAU
STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31ST DECEMBER

CECB
Contributed Capital Retained
. . Total
Capital Reserve Earnings
Rs. Rs. Rs. Rs.
Balance as at 01° January 2011 500,000 12,697,551 3,081,060,339 3,094,257,890
Net Profiit For the Year - - 146,125,841 146,125,841
Prior Period Adjustments - - 18,714,344 18,714,344
Balance as at 31°t December 2011 500,000 12,697,551 3,245,900,524 3,259,098,075
Net Profiit For the Year - - 259,098,476 259,098,476
Prior Period Adjustments - - 96,622,595 96,622,595
Trasfers of Capital Reserves (9,669,552) 9,669,552 -
Balance as at 31°' December 2012 500,000 3,027,999 3,611,291,147 3,614,819,146
GROUP
Contributed Capital Retained
. . Total
Capital Reserve Earnings
Rs. Rs. Rs. Rs.
Balance as at 01° January 2011 500,000 12,697,551 3,081,060,339 3,094,257,890
Net Profiit For the Year - - 148,044,543 148,044,543
Prior Period Adjustments - - 18,714,344 18,714,344
Balance as at 31°' December 2011 500,000 12,697,551 3,247,819,226 3,261,016,777
Net Profiit For the Year - - 266,991,682 266,991,682
Prior Period Adjustments - - 96,622,595 96,622,595
Trasfers of Capital Reserves (9,669,552) 9,669,552 -
500,000 3,027,999 3,621,103,055 3,624,631,054
Balance as at 31° December 2012 500,000 3,027,999 3,621,103,055 3,624,631,054

The Notes to the Financial Statements set out on pages 5 to 40 form an integral part of these Financial Statements.
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CENTRAL ENGINEERING CONSULTANCY BUREAU
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31ST DECEMBER

GROUP CECB
2012 2011 2012 2011
Rs. Rs. Rs. Rs.
9 Revenue
Construction Revenue 11,542,700,246 7,640,245,757 11,542,700,246 7,640,245,757
Consultancy Revenue 1,508,704,323 909,931,091 1,508,704,323 909,931,091
13,051,404,569 8,550,176,848 13,051,404,569 8,550,176,848
10 Cost of sales
Construction Cost 10,390,504,534 6,914,874,922 10,454,736,186 6,948,482,266
Consultancy Cost 1,036,569,346 678,030,455 1,036,569,346 678,030,455
11,427,073,880 7,592,905,377 11,491,305,532 7,626,512,721
11 Other Income
Miscellaneous Revenue 101,860,400 108,687,749 89,669,539 107,013,380
Hiring Income 4,258,960 69,147,581 4,258,960 69,147,581
Reimbursable costs 107,819,931 97,889,584 103,730,202 97,889,584
Sundry Income 43,656,270 15,775,256 43,656,270 15,775,256
Exchange loss on fixed deposits (263,795) - (263,795) -
257,331,766 291,500,170 241,051,176 289,825,801
12 Net Finance Income
Finance Income
Interest Income 201,368,165 114,975,754 199,625,758 114,939,272
201,368,165 114,975,754 199,625,758 114,939,272
Finance Cost
Interest Expenses (24,343,420) (15,444,710) (20,123,026) (14,609,857)
(24,343,420) (15,444,710) (20,123,026) (14,609,857)
Net Finance Income 177,024,745 99,531,044 179,502,732 100,329,415
13 Staff Cost
Salaries & Allowance 551,389,054 339,597,126 549,977,054 338,476,404
EPF 66,039,607 40,617,180 65,997,247 40,617,180
ETF 16,668,752 10,154,295 16,499,312 10,154,295
Incentives & Other Allowances 124,196,766 154,284,339 124,196,766 154,284,339
Bonus 16,083,223 11,703,224 16,083,223 11,703,224
Sick leave encashment 26,633,690 17,672,674 20,030,914 17,338,248
801,011,092 574,028,838 792,784,516 572,573,690
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CENTRAL ENGINEERING CONSULTANCY BUREAU

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31ST DECEMBER

14 Income Tax

14.1 Current Tax Expense (Note 14.2)
Deferred Tax Provision
Adjustment for Prior Years

14.2 Reconciliation of Accounting Profit to Taxable Profit

Accounting Profit before Income Tax Expense
Aggregate Disallowed Iltems
Aggregate Allowable Items

Total Statutory Income
Exempted Income
Taxable Income

Tax on Construction Income @ 12%
Tax on Other Income @ 28%
Dividend Tax

Current Income Tax Expenses
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GROUP CECB

2012 2011 2012 2011

Rs. Rs. Rs. Rs.
259,871,110 138,242,418 254,002,864 136,134,363

15,033 61,355

31,791,200 25,770,935 31,791,200 25,770,935
291,677,343 164,074,708 285,794,064 161,905,298
558,669,027 308,031,139 544,892,540 308,031,139
478,211,906 153,947,576 435,290,369 153,947,576
197,493,732 139,535,084 172,961,541 293,682,799
679,772,285 441,390,009 654,330,215 441,390,009
679,772,285 441,390,009 654,330,215 441,390,009
47,719,522 35,646,655 46,989,034 35,113,840
78,709,138 27,217,255 73,571,380 25,642,015
133,442,450 75,378,508 133,442,450 75,378,508
259,871,110 138,242,418 254,002,864 136,134,363
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CENTRAL ENGINEERING CONSULTANCY BUREAU
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31ST DECEMBER

2012
Rs.

GROUP
2011
Rs.

2010

2012
Rs.

CECB
2011
Rs.

2010
Rs.

15 Property, Plant and Equipment

15.3 As per the exemption given in SLFRS 1, the Group measured items of property, plant, and equipment at the date of transition to SLFRS at its fair value and
used the fair value as its deemed cost at that date. For this purpose, the Land, Building and Motor vehicle of the Company had been revalued at Rs
2,213,974,614./- by Shiral | De Silva D.I.V. and D.I.A (Sri Lanka), an independent professional valuer for the assets held as at 31st December 2010. The
surplus arising from the revaluation amounting to Rs.1,960,817,886/- was transferred to retained earnings. The valuation has been conducted on the basis
of estimated market value as at 31st December 2010. However the other assets was taken to books at the written down value as at 31st December 2010 as

deem cost.

16 Investments
Long term investment (Note 16.1)
Short term investment (Note 16.2)

68,114,301
1,572,852,406

64,456,627
1,707,593,967

69,796,710
1,491,086,629

68,114,321
1,572,852,406

64,456,647
1,707,593,967

69,796,710
1,491,086,629

1,640,966,707

1,772,050,594

1,560,883,339

1,640,966,727

1,772,050,614

1,560,883,339

16.1 Long term investment

Loans and receivable financial assets

Investment in Fixed Deposit
Available for sale financial assets
Mark Marine Services (Pvt) Ltd

Investment in subsidiary (Unquoted)
Central Engineering Services (Private)

66,114,301 62,456,627 67,796,710 66,114,301 62,456,627 67,796,710
2,000,000 2,000,000 2,000,000 2,000,000 2,000,000 2,000,000
68,114,301 64,456,627 69,796,710 68,114,301 64,456,627 69,796,710
- - - 20 20 -
- - - 20 20 -
68,114,301 64,456,627 69,796,710 68,114,321 64,456,647 69,796,710

16.2 Short term investment
Repo
Short term investments

1,672,852,406

1,707,593,967

1,491,086,629

1,572,852,406

1,707,593,967

1,491,086,629

1,572,852,406

1,707,593,967

1,491,086,629

1,572,852,406

1,707,593,967

1,491,086,629

17 Inventories
Inventories
Work in Progress (Note 17.1)

94,197,005 - - - - -
573,086,285 278,209,888 230,776,561 473,612,890 277,233,388 230,776,561
667,283,290 278,209,888 230,776,561 473,612,890 277,233,388 230,776,561

17.1  Work in Progress represent the Construction contracts in progress as at the balance sheet date, which include all material at site

18 Trade and Other Receivables
Trade Receivables (Note 18.1)
Other Receivables (Note 18.2)
Deposits, Prepayments and Advances

18.1 Trade Receivables
Debtors
Due from customers
Retention receivables

Less - Provision for Impairment (Note -

18.1.1 Provision for Impairment
Debtors

18.1.1 Provision for Impairment
Balance at the beginning
Impairment loss recognised
Amounts written off against debtor
Reversal of provision

Balance at the end

18.2 Other Receivables
Staff Loans
Prepaid Staff Cost
General Suspense
Sundry Debtors
WHT Receivable

9,436,707,824  7,630,245,860  2,388,663,371 7,354,474,092  5,336,788,535  2,388,663,371
98,103,575 66,978,346 72,577,907 93,019,352 66,031,571 72,577,907
1,210,156,739  1,579,976,019 88,460,828 1,123,989,881  1,505,383,448 88,460,828
10,744,968,138 _ 9,277,200,225 _ 2,549,702,106 8,571,483,325 _ 6,008,203,554 _ 2,549,702,106
6,465,036,910  5718,366,340  1,784,231,027 5147,088,090  3,963,965,025  1,784,231,927
2,032,777,542  1,445184,876 381,780,583 1,357,100,354 906,128,867 381,780,583
1,524,454,179 913,569,758 604,029,564 1,435,846,455 913,569,757 604,029,564
(585,560,807)  (446,875,114)  (381,378,703) (585,560,807)  (446,875,114)  (381,378,703)
9,436,707,824 _ 7,630,245,860 _ 2,388,663,371 7,354,474,092 _ 5,336,/88,535 _ 2,388,663,371
585,560,807 446,875,114 381,378,703 585,560,807 446,875,114 381,378,703
585,560,807 446,875,114 381,378,703 585,560,807 446,875,114 381,378,703
446,875,114 381,378,703 313,601,119 446,875,114 381,378,703 313,601,119
287,756,144 84,396,410 90,763,691 287,756,144 84,396,410 90,763,691
(114,543,106) (18,861,564) - (114,543,106) (18,861,564) -
(34,527,346) (38,435) (22,986,107) (34,527,346) (38,435) (22,986,107)
585,560,807 446,875,114 381,378,703 585,560,807 446,875,114 381,378,703
46,866,413 46,108,431 17,055,878 46,366,413 46,108,431 17,055,878
6,560,208 4,916,157 4,054,549 6,560,208 4,916,157 4,054,549
(320,414) 1,774,849 6,002,695 - 1,774,849 6,002,695
42,241,359 14,099,779 45,464,785 37,943,045 13,232,134 45,464,785
2,756,009 79,130 - 2,149,686 - -
98,103,575 66,078,346 72,577,907 93,019,352 66,031,571 72,577,907
&
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CENTRAL ENGINEERING CONSULTANCY BUREAU
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED 31ST DECEMBER

GROUP CECB
2012 2011 2010 2012 2011 2010
Rs. Rs. Rs. Rs. Rs. Rs.
18.3 Deposits, Prepayments and Advances
Deposits 19,668,343 16,324,258 9,383,170 15,568,343 15,420,908 9,383,170
Advances 1,176,474,225 1,560,524,823 77,745,173 1,102,158,038 1,486,910,602 77,745173
Prepayments 14,014,171 3,126,938 1,332,485 6,263,500 3,051,938 1,332,485
1,210,156,739 1,579,976,019 88,460,828 1,123,989,881 1,505,383,448 88,460,828
20 Cash and Cash Equivalents
Favorable Balances
Cash in hand and at bank 528,870,657 600,600,078 327,388,491 462,019,676 516,700,961 327,388,491
Bank Imprest 60,000 - 404,169 60,000 - 404,169
Cash in Transit 5,830,814 14,608,692 - 2,231,650 12,076,692 -
534,761,471 615,208,770 327,792,660 464,311,326 528,777,653 327,792,660
Unfavorable Balances
Bank Overdraft - (49,355,903) (6,801,961) - (49,355,903) (6,801,961)
Cash and Cash Equivalents for the
Cash Flow Purpose 534,761,471 565,852,867 320,990,699 464,311,326 479,421,750 320,990,699
21 Lease Creditors
Amount payable within one year 36,544,774 7,107,672 - 18,740,207 - -
Amount payable after one year 35,565,671 49,724,339 3,348,385 11,624,193 36,288,826 3,348,385
72,110,445 56,832,011 3,348,385 30,364,400 36,288,826 3,348,385
22 Retirement Benefit Obligation
Balance as at 1% January 203,004,443 172,616,158 169,501,184 203,004,443 172,616,158 169,501,184
Provision for the year 54,909,537 50,277,065 16,690,954 54,909,537 50,277,065 16,690,954
Payment made during the year (29,125,990) (19,888,780) (13,575,980) (29,125,990) (19,888,780) (13,575,980)
Balance as at 31% December 228,787,990 203,004,443 172,616,158 228,787,990 203,004,443 172,616,158
24  Trade and Other Payables
Trade Payables (Note 24.1) 10,928,978,816 9,266,689,525 2,919,401,622 9,035,836,096 7,252,896,658 2,919,401,622
Other Payables (Note 24.2) 1,402,808,256 1,317,362,323 448,264,883 986,717,871 870,930,682 448,264,883
12,331,787,072 10,584,051,848 3,367,666,505 10,022,553,967 8,123,827,340 3,367,666,505
241 Trade Payables
Creditors 951,095,780 998,825,297 780,062,091 756,638,966 960,643,563 780,062,091
Due to Customers 4,702,098,842 2,668,762,176 605,187,286 3,795,705,604 2,217,732,582 605,187,286
Mobilazation & Other Advances 4,833,237,386 5,291,218,863 1,375,728,372 4,041,787,838 3,766,803,149 1,375,728,372
Retention Payables to Contractors 442,546,808 307,883,189 158,423,873 441,703,688 307,717,364 158,423,873
10,928,978,816 9,266,689,525 2,919,401,622 9,035,836,096 7,252,896,658 2,919,401,622
24.2 Other Payables
Other Advance 2,250,527 9,929,273 - 2,250,528 9,929,273 -
Sundry Creditors 303,705,137 31,626,610 12,965,500 204,617,465 31,626,610 12,965,500
Refundable Deposits 228,700 141,671 162,171 105,000 141,671 162,171
Accrued Expenses 977,303,767 1,207,003,308 325,593,066 702,819,516 808,805,418 325,593,066
Provision for VAT 86,653,627 65,871,181 99,373,491 44,783,864 17,637,429 99,373,491
Provision for VAT-1/3rd 8,174,708 (395,905) (18,046) 8,174,708 (395,905) (18,046)
Withholding Tax Provisions 5,598,635 (1,978,241) 6,341,709 5,073,635 (1,978,241) 6,341,709
Other Taxes 18,893,155 5,164,426 3,856,992 18,893,155 5,164,426 3,856,992
1,402,808,256 1,317,362,323 448,264,883 986,717,871 870,930,682 448,264,883
25 Income Tax Payables
Balance at the beginning of the yea 452,561,417 386,442,259 140,945,326 450,453,362 386,442,259 140,945,326
Income tax for the year 259,871,110 138,242,418 250,323,968 254,002,864 136,134,363 250,323,968
Provision in respect of the last year 31,791,200 25,770,935 - 31,791,200 25,770,935 -
Payments made during the year (362,130,826) (97,894,195) (4,827,035) (362,130,826) (97,894,195) (4,827,035)
Balance at the end of the year 382,092,902 452,561,417 386,442,250 374,116,600 450,453,362 386,442,259
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“.‘i& ’ Your No } Date

The Chairman,
Central Engineering Consultancy Bureau

Report of the Auditor General on the Financial Statements of the Central Engineering
Consultancy Bureau (CECB) and the Consolidated Financial Statements of the CECB and its
Subsidiary for the year ended 31 December 2012 in terms of Section 14(2)(c) of the Finance
Act, No.38 of 1971.

The audit of financial statements of the Central Engineering Consultancy Bureau (CECB) and the
consolidated financial statements of the CECB and its Subsidiary for the year ended 31 December
2012 comprising the statements of financial position as at 31 December 2012 and the statements of
comprehensive income, statements of changes in equity and cash flow statements for the year then
ended and a summary of significant accounting policies and other explanatory information, was
carried out under my “direction in pursuance of provisions in Article 154(1) of the Constitution of
the Democratic Socialist RSpublic of Sri Lanka read in conjunction with Section 13(1) of the
Finance Act, No. 38 of 1971 and Section 29 (2) of the State Industrial Corporation Act, No. 49 of
1957. My comments and observations which I consider should be published with the annual report
of the Bureau in terms of Section 14(2)(c) of the Finance Act, appear in this report. A detailed
report in terms of Section 13(7)(a) of the Finance Act was issued to the chairman of the Bureau on
04 September 2014.

1:2 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 and for such internal control
as the management determines is necessary to enable the preparation of financial statements
that are free from material misstatements, whether due to fraud or error.

1:3 Auditor’s Responsibility

My responsibility is to express an opinion on these financial statements based on my audit.
I conducted my audit in accordance with Sri Lanka Auditing Standards consistent with
International Standards of Supreme Audit Institutions (ISSAI 1000 — 1810). Those
Standards require that [ comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material

misstatements.
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An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the Bureau’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Bureau’s internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements. Sub-
sections (3) and (4) of Section 13 of the Finance Act, No.38 of 1971 give discretionary
powers to the Auditor General to determine the scope and extent of the audit.

I believe that the audit evidence I have obtained is sufficient and appropriate to provide a
basis for my qualified opinion.

Basis for Qualified Opinion

My opinion is qualified based on the matters described in paragraph 2.2 of this report.

Financial Statements

Qualified Opinions

(a) Qualified Opinion —CECB

HEnnibbaufi

In my opinion, except for the effects of the matters described in paragraph 2.3 of this
report, the financial statements give a true and fair view of the financial position of the
Central Engineering Consultancy Bureau as at 31 December 2012 and its financial
performance and cash flows for the year then ended in accordance with Sri Lanka

Accounting Standards.

(b) Qualified Opinion —Group

In my opinion, except for the effects of the matters described in paragraphs 2.2 and 2.3 of
this report, the consolidated financial statements give a true and fair view of the financial
position of the Central Engineering Consultancy Bureau and its Subsidiary as at 31
December 2012 and their financial performance and cash flows for the year then ended in

accordance with Sri Lanka Accounting Standards.
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2:2 Comments on Financial Statements

2.2.1 Group Financial Statements

The following observations are made.

(a) The audited financial statements of the Central Engineering Services Limited
(CESL) which is the fully owned Subsidiary of the CECB had been taken for
prepare the Consolidated financial statements.

(b) The operational income of the Subsidiary had been mainly generated from the
construction contracts which sub contracted by the CECB retaining a profit margin
around 10 per cent. However, the intercompany transactions had not been recorded
in the books of accounts of the CECB as well as the Subsidiary. As a result, the year
end balances relating to these transections such as debtors, creditors, retention
moneys receivable and payable, mobilization advances receivable and payable etc.
had not been appeared in the financial statements of the both Institutions.

(c) The Current Account balance shown in financial statements of the CECB and the
Subsidiéry had not been reconciled and as such a difference of Rs.159,579,941 was
observed between those two financial statements. Further, intercompany current
account debi& balance of Rs.97,646,808 had been deducted from the current
liabilities in the financial statements of the CECB and as a result, both current
liabilities and current assets shown in that financial statements had been understated
by similar amount.

(d) The CECB had eliminated 3.9 Billion revenue of the CESL (subsidiary) in
consolidation of the financial statements as intercompany transactions. However the
CECB had accounted the transaction with the CESL as cash basis while the CESL
accounted it’s transaction with the CECB on accrual basis. Hence eliminating of the
intercompany revenue as stated above without details analysis, the group gross profit
would be inaccurate.

Further, the entire profit margin of the road projects undertaken by the CECB had
been accounted under its revenue without being removed the profit margin included
when sub-contracting those to the CESL. Hence, the revenue of the CECB and the
cost of the sales of the group as at 31 December 2012 had been overstated and
understated by Rs 65,231,252.

o
&)
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Financial statements of the Central Engineering Consultancy Bureau

Sri Lanka Accounting Standards (LKAS)

The following observations are made.

()

LKAS 11 — Construction Contract.

The following observations are made.

(i)

(i)

(iii)

(iv)

As per paragraph No. 8 of the Standard, when a contract covers a number of
assets, the construction of each asset should be treated as a separate
construction contract. The Bureau had been identified the number of
construction contracts as a single contract even though the separate proposals
have been submitted for each contract and there was a possibility to identify
the cost and revenue of each asset separately.

The general overhead expenditure relating to the Base Offices specially
established for carrying out the main operational activities of the Bureau in
the respective areas had not been apportioned among the construction
contracts handled during the year and as a result, the profit or loss of each

" contract had not been accurately reflected in the financial statements. For

instange, the general overhead which had not been apportioned among the
construction contracts handled by Badulla Base Office for the year 2012 was
Rs.54, 943,793.

The cost of contract and revenue should be taken to ascertain the profit or
loss of each contract for the accounting period in which the work is
performed by using the percentage of completion contract method. Instead
of being followed that method, the CECB had transferred the cost and
revenue of the contracts to the statement of comprehensive income. Due to
that lapse the profitability of the individual contract could not be ascertained
and the other expenditure charged to each contract also could not be filtered
from the present computer system.

According to Paragraph 36 of the Standard, any expected contract cost over
total contract revenue should be recognized as an expense immediately.
However, no such early recognition of expected contract loses were
observed. Therefore, the possibility for material impact to the income
statements due to recognizing the contract loss at the time of completion of
the contract could not be ruled out in audit. For instance, contract loss of
Rs.35,715,576 relating to 05 Projects carried out by the Badulla Base Office
were recognized at the time of completion.

cech
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(b) LKAS 24 — Related Parties and Related Party Transactions

(i) The following transactions and involvements with the Subsidiary had not been
disclosed in the financial statements.

. Payment of Rs. 65 million as an advance for purchase of vehicles.

. Value of material issued for the Projects handled by the Subsidiary.

o Acting the Chairman of the CECB as a Managing Director of the
Subsidiary.

° Involvement of the management of the CECB in the operational activities

of the Subsidiary. (eg. The Additional General Managers of the Base
Offices of the CECB functioned as the Operational Managers of the Base
Offices of the Subsidiary).

(ii)  The following items relating to intercompany transaction either had been
disclosed in properly or not disclosed in both financial statements. Hence,
the accuracy of those transactions and their impact to the financial statements

. could not be ensured in audit. details are shown below.

»
»
H

Item Amount As per Amount as per the
the Financial Financial
Statements of the Statements of the
CECB Subsidiary
Rs. Rs.
Material Purchase 252,577,976 213,380,944
Fund Transfers 108,624,689 -
Vehicle Maintaining Income 658,474 -

2.3.2 Accounting Policies

Page | 52

The following observations are made.

(a) Differed tax assets/liabilities had not been ascertained and accounted for. Therefore,
the accounting policy disclosed relating to differed tax had been actually not in
practice.

(b) The nature, purpose etc. in respect of capital reserved amounting to
Rs.12,697,551carried forwarded in the financial statements year by year had not
been disclosed.

cech
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2.3.3 Accounting Deficiencies

The following observations are made.

(a)

(b)

()

Whatever cash received from a client (Eg. mobilization advance, contract payment,
retention money) for a particular contract had been credited to the debtor account
without being posted them to the relevant individual accounts. In addition to that, in
most instances the value of invoices/certified bills relating to the contract had not
been posted to the respective debtor account which resulted to reflect credit balances
therein at the year end. The credit balance of such debtors shown in the financial
statements as at 31 December 2012 was Rs.756, 638,966.

The following observations are made with regard to the impairment assessment of
trade and other receivables as at 31 December 2012 based on the first time adoption
of SLFRS.

(i) The trade debtors relating to few Base Offices such as Uva, Central, North
Central and Western Province whose outstanding period exceeded five years
as at 31 December 2012 had only been taken for the impairment assessment

. without being considered other Base Offices. Therefore, the completeness of
the impairment assessment made as at 31 December 2012 could not be
" "ascertained in audit.
Furthey, the calculation of impairment on debtors solely based on the period
- of outstanding would not be provided a proper base for its fair valuation.

(i) Impairment of other receivables such as retention, advances, and prepayment
etc. had not been ascertained.

(iii)  The impairment of trade debtors had been done without derecognizing the
provision for bad and doubtful debtors which had already been made in the
previous financial statements and as a result, the trade debtors shown in the
financial statements had been understated by Rs.71,967,669.

In the examination of the Uvaparanagama Road Project as a sample test of the six
road projects awarded to the CECB by the Ministry of Economic Development, it
was revealed that the contract value of the Project was Rs.411 million and the major
portion of that had been sub-contracted to the Subsidiary for Rs.313 million. The
following observations are made in this regard.

(i) According to the invoices furnished to the Bureau, the total value of the work
done by the Subsidiary as at 31 December 2012, was Rs.78,721,128.
However, according to the financial statements of the CECB, the contract
expenditure of the Subsidiary was Rs.37,946,427. Hence, the construction
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cost shown in the financial statements of the Bureau as at 31 December 2012
had been understated by Rs.40,774,701.

(ii) The retention money of Rs.7.8 million payable to the sub-contractor had not
been accounted in the financial statements of the CECB.

The general suspense account having credit and debit balances in respect of the
Central Province and Supported Services amounting to Rs.420,160 and
Rs.1,573,124 respectively, which had been carried forwarded year by year in the
financial statements over a longer period, had been cleared in 2012 transferring them
to the miscellaneous income and administration cost respectively, without being
investigated.

Head Office expenditure reimbursed by the Base Offices amounting to
Rs.103,730,202 had been inappropriately shown as other income and expenditure in
the financial statements of the CECB and the Group respectively.

The machineries and equipment received from the Government as a grant for
expedite the Road Projects in 2012 had not been valued and brought to the financial
statements.

The Bureau had not considered the amounts in payment certificates / certified bills
in ascertaining the year end accounts balances in relating to the Projects carried out
in each accounting year and as a result, the real position of the transaction of those
Projects had not been reflected in the financial statements.

The following observations are also made in this regard.

(i) The debtor balances shown in the financial statements in respect of Jawatta
Base Office and Consultancy Division had been overstated by a net amount
of Rs.17,798,552.

(ii) The mobilization advance balances of Ampara and Monaragala Base
Offices shown in the financial statements as at 31 December 2012 had been
overstated by Rs.42,770,381.

Charges and recoveries in relation to the Projects handled by the Monaragala Base
Office had not been taken into account in ascertaining the debtor balance of the
contactors as at 31 December 2012 and as a result, the debtors shown in the financial
statements of the year under review had been overstated by Rs.117,776,983.

According to the valuation report furnished to audit the land, buildings and motor
vehicles belonging to the selected Base Offices only had been revalued without
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being covered the entire assets of the organization, as such the revaluation made on
those assets could not be accepted in audit.

2.3.4 Accounts Receivable and Pavable

The debtor balance remained outstanding for more than one year as at 31 December 2012
was Rs.1,780,104,171 and proper recovery actions had not been taken in this regard.

2.3.5 Lack of Evidence for Audit

The following observations are made.

(a) Property, Plant and Equipment valued at Rs.8,448,412 had been written-off in the
year 2012. However, the Board of Survey reports and required approval for written-
off were not made available for audit to verify the accuracy and validity of the
adjustments made in the financial statements.

(b) Project wise analysis of the closing stock balance of Rs.20 million of the University
of Uva Wellassa main projects was not made available for audit and as such, the
accuracy of the cost and stock balances of the individual projects was not ensured in
audit.

2.3.6 Unreconciled Contrsl Accounts

Inter Base Office Current Account balances had not been reconciled and net difference of
Rs. 6,701,059 had been shown in the financial statements under current liabilities.

2.4 Non-compliances with Laws, Rules, Regulations and Management Decisions etc.

The following non-compliances were observed.

Reference to Laws, Rules, etc. Non-compliance

(a) Public Enterprises Circular
No. PED/12 of 02 June
2003
(i) Paragraph 7.4.2 Although the Senior Management Committee
(SMC) should be met at least five days prior to
the Board Meeting and the Board should apprise
the decisions taken at the SMC meetings, it was
noted that the most of the instances the SMC had
not met prior to the Board meetings and evidence
to confirm whether the Board had apprised the
decisions taken at the SMC meetings held during

a aval i
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(ii) Paragraph 8.8

(b) National Procurement
Guideline 2006
(i) Guideline 2.8

(ii) Guideline 5.4.12

“ww
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Financial Results
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the year under review was not made available to
audit.

Approval of the Board should be obtained for the
delegation of financial authority, indicating
limits of expenditure and no expenditure should
be authorized, incurred or paid outside the limits
of such delegated authority. Further such
delegation of authority should be updated and
approved by the Board at the beginning of each
year. But no such procedure had been followed
by the Bureau during the year under review.

Technical Evaluation Committee (TEC) meetings
had been held in 2012 without a subject specialist.

The details of Value Added Tax paid amounting to
Rs.351,064,820 during the year under review had
not been informed to the Commissioner General of
Inland Revenue with a copy to Auditor General on
or before the 15 days of the following month as
requested. ‘ :

According to the financial statements presented, the operations of the CECB for the year
under review had resulted a pre-tax net profit of Rs.544. 89 million as compared with the
corresponding pre-tax net profit of Rs.308.03 million for the preceding year, thus indicating
an improvement of Rs.236.86 million or 43.4 per cent in the financial results.

The operations of the Subsidiary of the CECB during the year under review had resulted in
a pre-tax net profit of Rs. 13.81 million as compared with the corresponding pre-tax net
profit of Rs 4.09 million in the preceding year thus indicating an increase of Rs 9.72 million

in the financial results.

The increase of income by Rs. 4,554 million and expenditure by Rs. 4,305 million during
the year under review were the main reasons for the these improvements.
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Analvtical Financial Reviews

The following observation is made.
The CECB had earned a pre-tax net profit of Rs.544 million during the year under review

by utilizing its staff strength of consisting 1,416 employees and total assets base of Rs.3,097
million. Thus the profit represented 17 per cent of the total assets of the Bureau.

Performance Review

The following observations are made.

) The CECB Consultancy Division had been fully equipped with all necessary
physical and human resources to serve the Nation in all types of engineering
consultancies. However, at present CECB had mainly focused on construction works
rather than consultancy in contrary to the objectives of establishing the Bureau.

W

(b) Out of the operating revenue of the Bureau for the year 2012, only 11 per cent had
been earned from providing consultancy services and the rest of the revenue had
been earned from construction work. Even though, there are number of state owned
institutions to undertake construction works such as State Development and
Construction Corporation, State Engineering Corporation, Building Department etc.
the consultanEy works are undertaken only by the CECB and SEC. Nevertheless,
CECB had not strategically focused on engineering consultancy which has been the
mandated task assigned at the inception of the Bureau, because the business turnover
and the voiume of work seems to be higher in construction works. Therefore, CECB
need to be more focused on engineering consultancy works by maximum utilization
of experts in this field in order to become a truly world class Sri Lankan engineering
organization.

Operating Review

Management Inefficiencies

The following observation is made.

Ministry of Economic Development had recovered a sum of Rs.252 million from the CECB
for supplying bitumen and usage of their machineries for the sub contracted jobs undertaken
by CESL. However, quantity reconciliations of the bitumen barrels received and utilized for
the construction works had neither been done by the CECB nor CESL. Hence, fair usage of
bitumen for the construction works was not ensured in the audit.
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4.2 Transactions of Contentious Nature

The following observations are made.

(a) Various allowances had been paid to the permanent and contracted employees of the
Bureau with the approval of the Board of Directors in contrary to the Public
Enterprises Department Circular No 95 of 04 June 1994.

(b) Out of 80 per cent of the Road Projects, undertaken by the CECB had been sub-
contracted to the CESL without allowing them to get contracts through competitive
bidding, which is the main purpose in establishment of this Company.

It was further observed that the above works had been carried out by the Company
using human, physical and other resources belonging to the CECB on free of charge.
For instant, preparation of BOQs, estimate and invoices for both organizations are
done by the same personnel of the CECB.

(©) According to the information furnished relating to the Project No D 1474, the
completion of 50 per cent of the work by incurring only 7 per cent of the estimated
project cost of Rs.246,228,000 is opened to question. Hence, the accuracy of the
recognized cost, revenue and the balance of the due to/due from customer account
were not ensured in audit.

b S

»

4.3 Uneconomic Transacfions

Two Road Projects had been undertaken by the Ampara and Monaragala Base Offices under
the DeyataKirula Program in 2012. As the Projects had been abounded after implement of
certain activities, the recoverability of the cost incurred amounting to Rs.7,923,500 and
Rs.752.273 respectively were in doubt.

44 Identified Losses

Loss of Rs.277,807,649 had been incurred by the Bureau during the year under review in
respect of 61 construction contract undertaken due to improper accounting systems and poor
contract administration.

4.5 Human Resources Management

The approved and actual cadre of the Bureau as at 31 December 2012 was 1,132 and 1,416
respectively. As actual staff strength of all employee categories had been exceeded, a proper
personal management was not observed at all.
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Budgetary Control

Significant variances were observed between the budget and the actuals thus indicating that
the budget had not been used as an effective instrument of management control.

Svstems and Controls

Deficiencies in systems and controls observed during the course of audit were brought to
the notice of the Chairman of the Bureau by my detailed report issued in terms of Section
13(7) (a) of the Finance Act. Special attention is needed in respect of the following areas of

control.

(a)
(b)
(c)
(d)
(e)
®
(2)
(h)
(®

Q)

x)
)

Asset Management

Inventory Control and Stock Management
Procurement

Accounting and Financial Management
Invoicing

Fund Management

Debtors and Receivables

Creditors, Advances and Payables
Performance Evaluation

Contract Administration

Investment and Control over Subsidiary
Human Resource Management

Vad

—

W.P.C.Wickramaratne
Auditor General (Acting)
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1. CECB - At a Glance

e Established in 1973 to provide engineering consultancy services. Contribute to major
infrastructure development projects. Contributed to projects like, Victoria, Kothmale,
Randenigala, Rantembe, Maduruoya, Canyon, Bowathenna, Samanalawewa, Kukule ganga
and Kothmale dams.

e Self finance from its origin, has operated successfully and contributed to the government
revenues.

e Skilled ,Experienced and highly motivated workforce ,Over 450 Engineers, Over 50
Architectures and Over 500 Technical officers.

e Expanded to construction sector (EPC) in 1995.Involved in construction of Building, Roads
Free Trade Zone, Economic Centers, Hospitals, Industrial Parks Etc.

e Operation with twelve regional offices located
Throughout the country
Digana, Anuradhapura, Galle, Rathnapura,
Badulla, Kantale, Ampara, Jawatta
Battaramulla, Gampaha, Maharagama,
Kilinochchi

e Post-war development partner with government
= Uthuru Wasanthaya
» Nagenahira Nawodaya
= Northern road rehabilitation project
= Conflict Affected Region Emergency
Project (CARE)

e Entered into the international market in 2007
Maldives, India, United Kingdom, Tanzania,

Ruwanda, East Africa Region etc.

CECB - New Head Office Building

e Listing best 20 success state own enterprises (SOE) which were shown favorable financial
performance.

Since 2005 CECB has been shown constant growth of turnover and market share. The
LMD is a one of pioneer business magazine, which has been the source of current
business issues, management ideas and provide information on performance of both state
own enterprises and private sector companies. LMD has been listing best 20 success state
own enterprises every year based on financial and physical performance. CECB has been
listed at 12th positions among the best 20 SOE's for the year ended 2011/12.
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2. CECB - Recent Awards

Construction,

This is to certify that

Central Engincering C oy B

ix presented with this

National Award
for
Green Construction Excellence

NATIONAL AWARD FOR GREEN CONSTRUCTION EXCELLENCE FOR THE YEAR
2013 FOR CONSTRUCTION OF BUILDING WITH EXCELLENT ENVIRONMENT
PERFORMANCE FOR CECB HEAD OFFICE — PHASE I1

Eng. N. Rupasinghe, the Chairman of Central Engineering Consultancy Bureau receiving the award
presented by the Ministry of Construction, Engineering Services, Housing and Common Amenities from
H.E President Mahinda Rajapaksa at Sugathadasa Stadium Colombo on 05" December 2013.

CECB WAS AWARDED FOR EXCELLENCE IN ENGINERING SERVICES BY THE
INSTITUTION OF ENGINEERS., SRI LANKA

Eng. K.L.S.Sahabandu, the General Manager of Central Engineering Consultancy Bureau receiving the
award from Hon. Minister of Economic Development Basil Rajapaksa at Cinnamon Grand on 24™
September 2013.

)
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GREEN BUILDING GOLD RATING AWARDED TO THE CECB HEAD OFFICE NEW

BUILDING (PHASE 1I)

‘MAHAWELI WING’

AT COLOMBO 07, BY GREEN

BUILDING COUNCIL OF SRI LANKA.

Eng. N. Rupasinghe, the Chairman of Central Engineering Consultancy Bureau receiving the award
presented by the Green Building Council of Sri Lanka from Hon. Minister of Economic Development
Basil Rajapaksa in the presence of Hon. Minister of Technology, Research and Atomic Energy Patali
Champika Ranawaka at BMICH on 04™ May 2014.

Institute for C

Minisuy of Construction, Engincering Services, Housing and Common Amenitics g

(ICTAD)

Certificate of Appreciation
Presented to

Central Engineering Cansu[tamy ﬂureau

who are recognized for having made their

2013 National Excell

1o the
Award W

Administrative Complex Building - Sethsiripaya Stage I1
(Sethsiripaya Premises), Battaramulla

ing Project

Constructed by
Maga Engineering (Pvt) Lid.
s icmap
i ot g s e S

arded on 05 December 2013

Certificate of Appreciation Presented to Central Engineering Consultancy Bureau by the Institute for

Construction Training Development (ICTAD)

for the professional contribution for the 2013 National

Excellence Award Winning Project for the Sethsiripaya Stage II Premises .
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3. Background of CECB

entral Engineering Consultancy Bureau (CECB) was established on 12th April 1973 to

provide multi-disciplinary engineering consultancy services for water resources
development projects. It is a statutory body established under the State Industrial
Corporations Act No.49 of 1957.

The Bureau was at the forefront of some of the largest development projects in Sri Lanka and
is the premier consultancy organization in Sri Lanka with a wide range of expertise in
different engineering disciplines. CECB served as one of the key institutions in the
implementation of the Mahaweli Project (Cascade development of the largest river in Sri
Lanka). In the implementation of these multi billion Rupee projects, the Bureau was
associated with several international consultants and had developed strong engineering
competence and expertise through these associations. The Bureau was responsible for the
design and supervision of all project related infrastructure (access roads, bridges, buildings
and water supply) associated with the major hydropower and Irrigation projects. Socio
economic aspects (resettlement, community development) and environmental studies were an

integral part of all these major projects.

4. Growth and Expansion

Since its inception, CECB has grown and expanded to become the largest Engineering
Consultancy establishment in Sri Lanka. Its main area of interest was Engineering
Consultancy which contributes about 80% to its turnover until 1994. However, with the
commencement of Construction Division (EPC Division) a rapid increment of turnover was
observed in the past few years. Presently the contribution to turnover from the EPC has
reached to 95% level and the operations have been expanded up to the level of Consultancy

Division.
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CECB Financial Performance

Value LKR =&—Total Construction & Consultancy Revenue
Million == Profit before Tax

14,000
12,000
10,000
8,000
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- ’ S, ______ I

2006 2007 2008 2009 2010 2011 2012

Year

It is evident that the Bureau is becoming a change agent of the public sector in multi
disciplinary Engineering and has also been Branded as a Public Sector organization which
has capability and capacity to handle any dicey situation on a fast-track basis on behalf of the
Government. In other words it is the only Public Sector Engineering Organization with a
strong Human Resource base that consists of multi-disciplinary professionals and Technical
staff representing various Engineering disciplines. It should also be noted that our
organization is trained to think ‘beyond Engineering’ solutions as an organization, CECB acts
as a result oriented team dedicated for the service. The team comprises of two major groups,
namely, the technical/engineering staff and non technical Staff. The staff is supported by
teams of Para technical, technical, and secretarial staff who has a wide range of experience

and skills in their respective fields.
S. Future Challenges

e Entry of private , foreign Engineering Consultancy and Construction firms into the Sri

Lankan market.

e Withdrawal of certain concessions and preferential facilities earlier accorded to
CECB, has become major threats to the Bureau.

e Other factors such as increased overheads, rising costs of site administration and

recently imposed statutory limitations.

Hence, it has become necessary to plan urgently for better performance and higher
productivity in the future years. This plan is an attempt by the senior staff of CECB to

achieve the intended improvement in performance.
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It shall be truly beneficial for the country and CECB if the treasury direct its policies towards
the betterment of the local engineering industry without delay in keeping with the Presidents

concept of national productivity.

To keep up with the state of Art new technology, local and foreign specialized training for

the professional staff is absolutely necessary.

7. Human Resources

To provide a wide range of Engineering Consultancy, Construction and other related services,
CECB has a strong human resource base that consists of multi-disciplinary professional and

technical staff representing various disciplines such as:

Civil Engineering Water Management
Architectural Geo-technical Investigations
Structural Designs Hydro Power

Mechanical Work Electrical Work

Coastal and Marine Engineering Geology
Laboratory Investigations Technical Auditing
Transportation Water Supply and Sewerage
Power Generation Public Health

Information Technology Irrigation

Environmental Engineering

Specialist staff is supported by teams of Para technical, technical and secretarial staff who

have wide experience in their own fields.
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Staff Information

B Technical BNon-technical BTotal

2008 2009 2010 2011 2012

8. Specialized Areas & Services

Building Services Hydro Power and Energy

Hospital Development Power Transmission and Distribution
Architectural Services Water Resource Development

Structural Designs Technical Audit / Dam Safety

Quantity Surveying Electrical & Mechanical Work

Roads and Bridges Land Surveying

Railway Works Geo-technical Investigation & Laboratory Services
Port/ Coastal Works Environmental Studies

Airport Development Project Management

Water Supply and Drainage Information Technology (IT)
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9. Global and Local presence

CECB Worldwide Prqj

@® Base Offices

@ Project Offices
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6. History and Scope of CECB

The Bureau has been at the forefront of some of the largest
development projects in Sri Lanka and is the premier

consultancy organization in Sri Lanka with a wide range of

expertise in different engineering disciplines. CECB served as

one of the key institutions in the implementation of the

. . . Uwa Wellassa Universit
Mahaweli Project (cascade development of the largest river v

in Sri Lanka). In the implementation of these multi billion Rupee
projects, the Bureau was associated with several international
consultants and had developed strong engineering competence

and expertise through these associations. The Bureau was

responsible for the design and supervision of all project related

infrastructure (access roads, bridges, buildings and water

Library Building - Maldives

supply) associated with the major hydropower and Irrigation
projects. Socio economic Aspects (resettlement, Community development) and

environmental studies were an integral part of all these major projects.

Northern Road
Rehabilitation
Project
* Northern Roads

v' A009

v' AB020

v AB032

v ABO16

v/ AB0O18

v’ B297

v/ B334

v B296 k
* Project cost: LKR 66000 million

-

.
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CECB Head Office
Won ICTAD Green Building Award for 2013

Cost: LKR 250 million Floor Area: 2750 Sg m

Extension to
Repository Building
for Department of
National Archives
Design & Build

Silver Award from
Green Building
Council, Sri Lanka
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Sethsiripaya Stage Il
Administrative Complex

at Battaramulla
Won the Excellence Award in 2013

Project cost: LKR 3,960million
Floor Area: 42,000 Sq m

@

Project cost: LKR 1,848 million Floor Area: 12,345 Sq m
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GINEERING
ERVICES

SE
CESL CENTRAL ENGINEERING SERVICES (PVT) LTD. (CESL)

Our Strategy: Support CECB to achieve their goals & streamline the work

Why we start

In keeping with the Government policy, CECB is required to undertake Projects for Rehabilitation of
Road networks on urgent basis in the districts of Monaragala, Badulla, Kandy and Anuradhapura.
To expedite the works the Government has already supported CECB with machinery and equip-
ment assistance worth Rs 4.6 billion to be used in the road reconstruction works. In order to stream-
line and expedite the work these works have been entrusted to CESL by CECB. Total operations of
Plant & Machinery have been undertaken by CESL.

Our Foundation: Central Engineering Services (Private) Ltd. (CESL), a fully owned subsidiary of
CECB, was Incorporate as a Limited company on 16" December 2003 under the
companies Act No.17 of 1982 and activities started on 2011.

CESL Is Focusing On Key Objectives.

Carry on business of undertaking and executing Design-Build, Turnkey and other types of
construction work in the field of civil, electrical and mechanical engineering and all aspects
connected therewith or ancillary or incidental thereto on its own or as a member of joint venture
or a member of a consortium in Sri Lanka or elsewhere.

Carry on business as civil, electrical, mechanical, information technology and environment- tal
engineers, and to undertake and execute contacts for planning, design, construction supervision
and operation of works in such fields of engineering and all aspects connected therewith or
ancillary or incidental thereto on its own or as a joint venture or a member of a consortium in Sri
Lanka or elsewhere.

Undertake project management in the fields of civil, electrical, mechanical, information technology
and environmental engineering and the fields of infrastructure development and resource
management, and all aspects connected therewith or ancillary or incidental there to on its own or
as a member of a joint venture or member of a consortium in Sri Lanka or elsewhere.
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CESL BOARD OF DIRECTORS

Eng. Nihal Rupasinghe Eng. S.S. Ediriweera Eng. BW.N Rupasinghe Eng. K.L.S. Sahabandu

BSc.Eng.(Hons), MSc.Eng,
PGDip.(Hyd). Msc. (Struct.

BSc. (Hons), PG Dip. (Hy-  BSc. Eng MIE (SL), C. Eng. ~ BSc.Eng, MSc.Eng, Eng), C.Eng (Econ),

dro power) Norway, PGDip.,(Econ),MA(ECON), MIE(SL),MICE(London),
Executive Director of the MIE(SL),MIEE,M Cons E(SL) M Cons E(SL), MSSE (SL),

C. Eng., MIE (SL), MICE CESL. Director of the CESL. Director of the CESL.

(London), Licd. Surveyor,
Managing Director of the
CESL.

Eng. M.A.P. Hemachandra ~ Mr. S.M.N.L. Senanayake Eng. G.D.A. Piyathilake

FLED.SL), MIEE., MI. BscDip. Mgt,FCA, Heisa Bsc. Eng., PG Dip. (Const.
Prod.E, Director of the Charted Accountant, of the Mgt.), PG Dip. (Norway),

CESL. Tudor V. Perera & Com- C. Eng., MIE (SL), MASCE,
pany (Charted Accounts) Director of the CESL.
103 1/3, De Mel Mawatha,

Chanthanam Street, Colom-
bo 01, Director of the CESL
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