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@ Financial Statements

+ Independent Auditors’ Report

The Chairman

Central Engineering Services (Private) Limited.

Report of the Auditor General on the Financial Statements of the Central Engineering Services (Private) Limited
for the year ended 31 December 2017

The audit of the financial statements of the Central Engineering Services (Private) Limited ("the Company") for the year ended
31 December 2017 comprising the statement of financial position as at 31 December 2017 and the statement of, comprehensive
income, statement of changes in equity and cash flow statement 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 Republic of Sri Lanka.

Board's Responsibility for the Financial Statements

The Board of Directors ("Board") 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 Board determines is necessary to enable the preparation

of financial statements that are free from material misstatements, whether due to fraud or error.

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. Those Standards require that I comply with ethical requirements and plan and perform the

audit to obtain reasonable assurance about whether the financial statements are free from material misstatements.

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
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relevant to the Company'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 Company's
internal control. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of

accounting estimates made by Board, as well as evaluating the overall presentation of the financial statements.

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

Opinion

In my opinion, the financial statements give a true and fair vierv of the financial position of the Central Engineering Services
(Private) Ltd as at 31 December 2017 and its financial performance and cash flows for the year then ended in accordance with

Sri Lanka Accounting Standards.

Report on Other Legal and Regulatory Requirements

As required by Section 163 (2) of the Companies Act, No.07 of 2007, I state the followings:
a. The basis of opinion and scope and limitations of the audit are as stated above.
b. In my opinion :

- I have obtained all the information and explanations that were required for the audit and as far as appears

from my examinations, proper accounting records have been kept by the Company.

- The financial statements of the Company comply with the requirements of Section 151 of the Companies

Act, No. 07 of 2007.

Report to Parliament

My report to Parliament in pursuance of provisions in Article 154 (6) of the Constitution will be tabled in due course.

A7

H.M. Gamini Wijesinghe

Auditor General
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CESL
FOR THE YEAR ENDED 315" DECEMBER Note 2017 2016
Rs. Rs.

Revenue 5 12,294,651,635 8,691,161,524
Cost of Sales 6 (11,612,393,023) (8,069,937,247)
Gross Profit 682,258,611 621,224,277
Other Income 7 72,487,097 46,621,086
Administration Expenses (700,744,729) (604,316,429)
Selling and Distribution Expenses (8,471,015) (9,363,911)
Results from Operating Activities 45,529,964 54,165,023
Finance Income 129,450,403 71,930,786
Finance Cost (16,589,596) (15,871,771)
Net Finance Income 8 112,860,806 56,059,015
Profit before income tax 158,390,770 110,224,038
Income tax expense 9 (37,512,852) (25,666,678)
Profit/(Loss) for the Year 120,877,918 84,557,360
Other Comprehensive Income

Actuarial Gain/(Loss) on Defined Benefit Plans 17.(d) (610,476) 15,094
Other comprehensive income for the year (610,476) 15,094
Total comprehensive income for the year 120,267,442 84,572,454

Figures in brackets indicates deductions.

The Notes to the Financial Statements set out on Pages 37 to 53 form an intergral part of these Financial Statements.
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Annual Report 2017

CESL
AS AT 315" DECEMBER Note 2017 2016
Rs. Rs.
Assets
Non-Current Assets
Property, Plant and Equipment 10 454,718,380 380,999,284
Work In Progress 11 25,273,376 15,888,052
Investments 12 - 1,532,442
Total Non-Current Assets 479,991,755 398,419,778
Current Assets
Inventories 13 822,210,704 768,199,221
Trade and Other Receivables 14 9,702,071,926 7,522,684,395
Short term Investments 12 1,111,071,025 1,045,717,492
Cash and Cash Equivalents 15 229,859,266 207,708,894
Total Current Assets 11,865,212,921 9,544,310,002
Total Assets 12,345,204,677 9,942,729,780
Equity and Liabilities
Contributed Capital 10,000,020 10,000,020
Retained Earnings 412,949,013 292,681,581
422,949,033 302,681,601
Non-Current Liabilities
Lease Creditors 16 - -
Retirement Benefit Obligation 17 4,578,004 1,476,231
Differed Tax 18 22,581,183 21,820,956
Amounts Due to Related Companies 1,565,621,739 1,371,069,905
Total Non-Current Liabilities 1,592,780,926 1,394,367,091
Current Liabilities
Trade and Other Payables 19 10,291,972,361 8,222,467,092
Income Tax Payables 20 37,502,357 23,213,996
Lease Creditors 16 - -
Total Current Liabilities 10,329,474,717 8,245,681,088
Total Equity and Liabilities 12,345,204,677 9,942,729,780

Figures in brackets indicates deductions.
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The Notes to the Financial Statements set out on Pages 37 to 53 form an intergral part of these Financial Statements.

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

q

“uge v L & %

Mr. J. M. B. Jayaweera

Finance Manager

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

Approved and signed for and on behalf of the Board:

( /?M
Eng. G. D. A. Piyatilake Eng. S. P. P. Nanayakkara

Chairman Executive Director

16" November 2018
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+ Cash Flow Statement
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CESL
FOR THE YEAR ENDED 315" DECEMBER 2017 2016
Rs. Rs.

Cash Flows from Operating Activities
Profit Before Tax 158,390,770 110,224,038
Adjustments for:
Depreciation on Property, Plant and Equipments 153,038,109 141,341,912
Provision for Bad and Doubtful Debts
Provision for Expected Losses -
Assets Written Off 1,673,492 2,791,065
Provision for Gratuity 3,101,773 481,064
Lease Interest = -
Profit on disposal of Property, Plant and Equipments - -
Profit on disposal of Investment - -
Actuarial Gain/(Loss) on Defined Benefit Plans (610,476) -

Net Finance Income

Operating Profit before Working Capital Changes

(Increase)/Decrease in Inventories

(Increase)/Decrease in Trade and Other Receivables

Increase/(Decrease) in Trade and Other Payables

Increase/(Decrease) in Amounts Due to Related Companies

Increase in Staff loans and Advances
Increase in General Suspense Account Credit Balance

Cash Generated from Operating Activities

Interest paid
Tax paid
Gratuity paid

Net Cash Flows from Operating Activities

(112,860,806)

(56,059,015)

202,732,862

(54,011,483)
(2,179,387,531)

198,779,065

(266,008,490)
(2,996,288,679)

2,069,505,252 3,245,142,518
194,551,835 223,603,877
233,390,934 405,228,291

(16,589,596)
(22,464,264)

(15,871,772)
(21,325,544)
(8,662)

194,337,074

368,022,313
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Annual Report 2017

CESL
FOR THE YEAR ENDED 315" DECEMBER 2017 2016
Rs. Rs.

Cash Flows from Investing Activities

Acquisition of Property, Plant and Equipment (228,430,699) (139,171,800)

Investment in Capital Work in Progress (9,385,324)

Proceeds from sale of Property, Plant and Equipment

Acquisition of Subsidiary

Investment in Short Term Deposit (65,353,533) (275,536,835)

Investment Long Term Investment 1,532,442 3,691,854

Dividend Income - -

Interest Income 129,450,403 72,622,044
Net Cash Flows from Investing Activities (172,186,711) (338,394,737)
Cash Flows from Financing Activities

Proceed from Issue of Shares - -

Dividends paid -

Repayment of Loan -

Payment of Finance Lease Liabilities - (883,827)
Net Cash from Financing Activities - (883,827)

Net Increase/(Decrease) in Cash and Cash Equivalents 22,150,363 28,743,749

Cash and Cash Equivalent at the beginning 207,708,894 178,965,135
Cash and Cash Equivalent at the end 229,859,266 207,708,894

Figures in brackets indicates deductions.

The Notes to the Financial Statements set out on Pages 37 to 53 form an intergral part of these Financial Statements.
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4+ Notes to the Financial Statements

FOR THE YEAR ENDED 315" DECEMBER 2017

1. CORPORATE INFORMATION

1.1.

1.2,

1.3.

1.4.

1.5.

General Information

Central Engineering Services (Pvt) Ltd., is a private limited liability Company incorporated and domiciled in Sri Lanka.

The registered office of the Company is situated at No.415, Bauddhaloka Mawatha, Colombo 7, Sri Lanka.

Principal Activities and Nature of Operations

The Company is engaged in the business of undertaking, carrying out, executing and performing construction projects

connected with any type of engineering or any engineering related activity.

Principal Office

No. 415, Bauddhaloka Mawatha, Colombo 07.

Company Secretary

Mrs. P. I. Abeygunawardana.

415, Bauddhaloka Mawatha, Colombo 07.

Significant Shareholdings
The significant shareholders of the Company at the end of the year were as follows:

Shareholders No. of Shares Percentage of Holding

Central Engineering Consultancy Bureau 100,002 100%

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

2.1.

The principal accounting policies applied in the preparation of these financial statements are set out below. These

policies have been consistently applied to all the years presented, unless otherwise stated.

Basis of Preparation

The financial statements are prepared in accordance with and comply with Sri Lanka Financial Reporting Standards

(SLFRSs). The financial statements are prepared under the historical cost convention.

The preparation of financial statements in conformity with SLFRSs requires the use of certain critical accounting
estimates. It also requires management to exercise judgement in the process of applying the Company’s accounting

policies.

www.cesl.lk
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2.1.

2.2,

2.3.

CENTRAL ENGINEERING SERVICES (PVT) LTD. Annual Report 2017

Basis of Preparation (Cont’d)

The areas involving a higher degree of judgement or complexity or areas where assumptions and estimates are significant

to the financial statements are disclosed in Note 4.

Where necessary, the presentation and classification of figures for the corresponding period of the previous year

have been amended to be comparable with those for the current year.

Central Engineering Services (Pvt) Ltd., was incorporated on 16th December, 2003 under the Companies Act, No. 17
of 1982 and has been re-registered on 6th November, 2009 under the Companies Act, No. 7 of 2007. However, the

Company has commenced its operations only in the year 2011 and had no operations before that year.

Foreign Currency Translation

Items included in the financial statements are measured using the currency of the primary economic environment in
which the entity operates (“the functional currency”). The financial statements are presented in Sri Lanka Rupees,

which is the Company’s presentation currency.

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the
dates of the transactions. Foreign exchange gains and losses resulting from the settlement of foreign currency
transactions and from the translation at year end exchange rates of monetary assets and liabilities denominated in

currencies other than the functional currency are recognised in the statement of comprehensive income.

Property, Plant and Equipment

All property, plant and equipment is stated at cost less accumulated depreciation and accumulated impairment losses.
Cost includes purchase price of the asset and all other costs directly attributable to bring the asset to the intended

location and operating condition.

The cost of self-constructed assets include the cost of materials, direct labour and other directly attributable costs.

Cost also includes site restoration costs.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate, only
when it is probable that future economic benefits associated with the item will flow to the Company and the cost of
the item can be measured reliably. The carrying amount of the replaced part is derecognised. All other repairs and
maintenance are charged to the statement of comprehensive income during the financial period in which they are

incurred.

Depreciation is calculated using the straight line method to write down the cost of property, plant and equipment to

their residual values over their estimated useful lives. Freehold Land is not depreciated.

38
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2.3.

2.4.

CENTRAL ENGINEERING SERVICES (PVT) LTD. Annual Report 2017

Property, Plant and Equipment (Cont’d)

The estimated useful lives are as follows:

Building 13 1/3 years
Plant and Machinery 5 years
Computer, Welfare and Communication Equipment 5 years
Office Equipment and Furniture and Fittings 8 years
Tools and Implements 5 years
Motor Vehicle 5 years
Container 5 years
Library Books 8 years

The depreciation method and residual values of assets are reviewed when indications are present that the residual
value or useful life of an asset has changed. If there has been a significant change in the current expectations, residual

value, depreciation method or useful life is amended to reflect such changes.

Property, plant and equipment is derecognised on disposal or when no future economic benefits are expected from
its use. Any gain or loss arising on derecognition of the asset (calculated as the difference between the net disposal
proceeds and the carrying amount of the asset) is recognised in the statement of comprehensive income in the year

the asset is derecognised.

Financial Assets

Initial Recognition and Measurement

The Company classifies its financial assets in the following categories; at fair value through profit or loss, loans and
other receivables, available for sale and held to maturity investments. The classification depends on the purpose for
which the financial assets were acquired. Management determines the classification of its financial assets at initial

recognition and re-evaluates this designation at every reporting date.

All financial assets are recognised initially at fair value plus transaction costs, except in the case of financial assets

at fair value through profit or loss.

The financial assets include cash and short term deposits, trade and other receivables, loans and other receivables,

quoted and unquoted financial instruments and derivative financial instruments.

Subsequent Measurement

Subsequent measurement of financial assets depends on their category as follows;

Financial Assets at fair value through profit or loss
Financial assets at fair value through profit or loss includes financial assets held for trading and financial assets designated
upon initial recognition at fair value through profit or loss. Financial assets are classified as held for trading if they are acquired

for the purpose of selling or repurchasing in the near term.

www.cesl.lk
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2.4. Financial Assets (Cont’d)

Financial Assets at fair value through profit or loss (Cont’d)
Financial Assets at fair value through profit or loss are carried in the statement of financial position at fair value with

changes in fair value recognised in the statement of comprehensive income.

Loans and Receivables

Loans and receivables are non derivative financial assets with fixed or determinable payments that are not quoted in
an active market. After initial measurement, such financial assets are subsequently measured at amortised cost using
the effective interest rate method (EIR), less impairment. Amortised cost is calculated by taking into account any

discount or premium on acquisition and fees or costs that are an integral part of the EIR.

The EIR amortisation is included in finance income in the statement of comprehensive income.

Held to Maturity Investments

Non derivate financial assets with fixed or determinable payments and fixed maturities are classified as held to maturity
when the Company has the positive intention and ability to hold it to maturity. After initial measurement, held to
maturity investments are measured at using the EIR method, less impairment. Amortised cost is calculated by taking

into account any discount or premium on acquisition and fees or costs that are an integral part of the EIR.

The EIR amortisation is included in finance income in the statement of comprehensive income.

Available for Sale Financial Investments

Available for sale financial investments include equity and debt securities. Equity investments classified as available
for sale are those, which are neither classified as held for trading nor designated at fair value through profit or loss.
Debt securities in this category are those which are intended to be held for an indefinite period of time and which

may be sold in response to needs for liquidity or in response to changes in the market conditions.

After initial measurement, available for sale financial investments are subsequently measured at fair value with
unrealised gains or losses recognised as other comprehensive income in the available for sale reserve until the
investment is derecognised, at which time the cumulative gain or loss is recognised in other operating income, or
determined to be impaired, at which time the cumulative loss is reclassified to the statement of comprehensive

income in finance costs and removed from the available for sale reserve.

Impairment of Financial Assets

The Company assesses at each reporting date whether there is any objective evidence that a financial asset or a group
of financial assets is impaired. A financial asset or a group of financial assets is deemed to be impaired if, and only if,
there is objective evidence of impairment as a result of one or more events that has occurred after the initial recognition
of the asset and that loss event has an impact on the estimated future cash flows of the financial asset or group of

financial assets that can be reliably estimated.
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2.5.

2.6.

2.7.

CENTRAL ENGINEERING SERVICES (PVT) LTD. Annual Report 2017

Financial Liabilities
Initial Recognition and Measurement

The Company classifies its financial liabilities in the following categories; at fair value through profit or loss and loans
and borrowings. All financial liabilities are recognised initially at fair value and in the case of loans and borrowings,

plus directly attributable transaction costs.

The financial liabilities include trade and other payables, bank overdrafts, loans and borrowings and derivative financial

instruments.

Subsequent Measurement

Subsequent measurement of financial liabilities depends on their category as follows;

Financial Liabilities at fair value through profit or loss

Financial liabilities at fair value through profit or loss include financial liabilities held for trading and financial liabilities
designated upon initial recognition as at fair value through profit or loss. Gains or losses on financial liabilities held

for trading are recognised in the statement of comprehensive income.

Loans and Borrowings

After initial recognition, interest bearing loans and borrowings are subsequently measured at amortised cost using
the EIR method. Gains and losses are recognised in the statement of comprehensive income when liabilities are
derecognised as well as through the EIR amortisation process. Amortised cost is calculated by taking into account

any discount or premium on acquisition and fees or costs that are an integral part of the EIR.

The EIR amortisation is included in finance costs in the statement of comprehensive income.

Inventories

Inventories are measured at the lower of cost and net realisable value. The Cost of inventories include costs of purchase,

costs of conversion and other costs incurred in bringing the inventories to their present location and condition.

Trade and Other Receivables

Trade receivables are amounts due from customers for goods sold or services provided in the ordinary course of
business. Most sales are made on the basis of normal credit terms, and the trade receivables do not bear interest.
Where credit is extended beyond normal credit terms, trade receivables are measured at amortised cost using the

effective interest rate method. Other receivables that are not financial assets measured at the cost.
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2.7.

2.8.

2.9.
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Trade and Other Receivables (Cont’d)

At the end of each reporting period, the carrying amounts of trade and other receivables are reviewed to determine
whether there is any objective evidence that the amounts are not recoverable. If so, impairment loss is recognised

immediately in the statement of comprehensive income.

Impairment of Assets

If there is an indication of possible impairment, the recoverable amount of any affected asset or group of related assets
is estimated and compared with its carrying amount. If estimated recoverable amount is lower, the carrying amount
is reduced to its estimated recoverable amount, and an impairment loss is recognised immediately in the statement

of comprehensive income.

If an impairment loss subsequently reverses, the carrying amount of the asset or group of related assets is increased
to the revised estimate of its recoverable amount, but not in excess of the amount that would have been determined
had no impairment loss been recognised for the asset or group of related assets in prior years. A reversal of an impairment

loss is recognised immediately in the statement of comprehensive income.

Cash and Cash Equivalents

Cash and cash equivalents are defined as cash in hand, demand deposits and short term liquid investments, readily

convertible to identified amounts of cash and subject to insignificant risk of changes in value.

For the purposes of the cash flow statement, cash and cash equivalents comprise cash in hand, deposits held at call
with banks, other short-term highly liquid Investments with original maturities of three months or less, net of bank

overdrafts. In the statement of financial position, bank overdrafts are included in borrowings in current liabilities.

2.10. Stated Capital

Ordinary shares are classified as equity.

2.11. Liabilities, Provisions and Contingencies

Provisions are recognised when the Company has a present obligation (legal or constructive) as a result of a past event,
and it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation
and a reliable estimate can be made of the amount of the obligation. The expense relating to any provision is presented

in the statement of comprehensive income net of any reimbursement.

Neither contingent assets nor contingent liabilities are recognised by the Company and disclosures are made in the

financial statements when it is required. Other liabilities are recorded at the cash value to be realised when settled.
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2.12,

2.13.

2.14.

CENTRAL ENGINEERING SERVICES (PVT) LTD. Annual Report 2017

Employee Benefits
Defined Contribution Plans

Defined contribution plan is a plan under which the Company pays a fixed contribution into a separate entity. Employees
of the Company are eligible for Employees' Provident Fund Contribution and Employees' Trust Fund Contributions in line
with respective statutes and regulations. The Company contributes 12% and 3% of gross emoluments of employees to

Employees Provident Fund and Employees Trust Fund respectively.

The Company has no further payment obligations once the contributions have been paid. The contributions are recognised

as employee benefit expenses when they are due.

Defined Benefit Obligation

A defined benefit plan is a plan that is not a defined contribution plan. Defined benefit plan defines an amount of
benefit that an employee will receive on retirement, usually dependent on one or more factors such as age, years

of service and compensation.

The Company is liable to pay gratuity to its eligible staff in accordance with the Gratuity Act, No. 12 of 1983, which

is a defined benefit plan.

Current and Deferred Tax
Current Tax

The provision for income tax is based on the elements of income and expenditure as reported in the financial statements

and computed in accordance with the provisions of the Inland Revenue Act No. 10 of 2006 and any amendments thereto.

Deferred Tax

Deferred tax is recognised using the liability method on all temporary differences arising between the tax bases of
assets and liabilities and their carrying values in the financial statements. Deferred tax is determined using tax rates
that have been enacted or substantially enacted by the reporting date and are expected to apply when the related

deferred tax asset is realised or the deferred tax is settled.

Deferred tax assets are recognised only to the extent that it is probable that future taxable profit will be available

against which the temporary differences can be utilised.

Leases
Finance Leases

A lease is classified as a finance lease if it transfers substantially all the risks and rewards incidental to ownership.

www.cesl.lk
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2.14.

2.15.
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Leases (Cont’d)
Initial Recognition and Subsequent Measurement

Initially, assets held under financial lease and financial lease liabilities are recognised as assets and liabilities in the
statement of financial position at the lower of the fair value of the leased asset and present value of the minimum

lease payments, determined at the inception of the lease.

Subsequent lease payments are apportioned between the finance charge and the reduction of the outstanding liability

using the effective interest method.

Revenue Recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Company and
the revenue and associated costs incurred or to be incurred can be reliably measured. Revenue is measured at the
fair value of the consideration received or receivable net of trade discounts and sales taxes, the following specific

criteria are used for recognition of revenue.

Construction Contracts
Contracts require Standard Technical Committee (STC) approval for the measurement of contract revenue.

The projects pending STC approval , the contract revenue is recognized only 90% of 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
will result in revenue and can be measured reliably. And contract revenue is revised to the STC approved contract revenue

once it is received.

Other Contracts

The contract revenue includes the initial amount agreed in the contract plus any variations in contract work, cliams

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 construction contract can be estimated reliably, contract revenue is recognized in profit or
loss in proportion to the stage of completion of the contract. The stage of completion is assesses 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 recognized only to

the extent of contract costs incurred that are likely to be recoverable.

Sale of Goods

Revenue from the sale of goods is recognised when the significant risk and rewards of ownership of the goods have
passed to the buyer with the Company retaining neither a continuing managerial involvement to the degree usually

associated with ownership, nor an effective control over the goods sold.
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2.15.

2.16.
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Revenue Recognition (Cont’d)
Rendering of Services

Revenue associated with the rendering of services is recognised by reference to the stage of completion of the

transaction at the end of the reporting period.

Interest Income

Interest income is recognised on a time proportion basis using the effective interest method unless collectability is

in doubt.

Dividend Income

Dividend income is recognised when the shareholder’s right to receive payment is established.

Other Income

Other income is recognised on a cash basis.

Expenditure Recognition
Construction Contracts

Total cost incurred in respect of each contract during the year, which can be attributed has been included in

construction costs.

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 the statement of comprehensive income.

For the purpose of presentation of the statement of comprehensive income the management is of the opinion that, the
“function of expenses” method presents fairly the elements of the Company’s performance, and hence this presentation

method is adopted.

Interest Expense

Interest expense is recognised on a time proportion basis using the effective interest method.

Dividend Distribution
Dividend distribution to the Company’s shareholders is recognised as a liability in the Company’s financial statements

in the period in which the dividends are approved by the Company’s shareholders.
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2.17. Events after the Reporting Date

All the material events after the date of the statement of financial position have been considered and appropriate

adjustments / disclosures have been made in the financial statements.

3. FINANCIAL RISK MANAGEMENT

3.1

3.2.

3.3.

3.4.

Financial Risk Factors

The Company’s activities expose it to three types of financial risks, namely market risk, credit risk and liquidity risk.

Market Risk

Market Risk faced by the Company include currency risk, interest rate risk and other price risks.

Interest Rate Risk

The Company has interest bearing bank deposits which may cause risks to it as a result of the adverse movements

in interest rates.

Credit Risk

Credit Risk is the risk that the Company may incur losses due to the failure of its customers to discharge their obligations
to the Company.

The maximum exposure to credit risk at the reporting date was;

Trade Debtors

Rs.
As at 31st December, 2016 4,033,243,692
As at 31st December, 2017 5,148,573,297

Liquidity Risk

The Company mitigates its liquidity risk through proper working capital management including cash management.

4. CRITICAL ACCOUNTING ESTIMATES, ASSUMPTIONS AND JUDGEMENTS

In the process of applying the Company's accounting policies, management has exercised judgments and estimates
in determining the amounts recognised in the financial statements. The most significant uses of judgements and estimates

are as follows:
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4. CRITICAL ACCOUNTING ESTIMATES, ASSUMPTIONS AND JUDGEMENTS CONT’D

Going Concern

The Company’s management has made an assessment of its ability to continue as a going concern and is satisfied that
it has the resources to continue in business for the foreseeable future. Furthermore, the Management is not aware of
any material uncertainties that may cast significant doubt upon the Company’s ability to continue as a going concern.

Therefore, the financial statements continue to be prepared on the going concern basis.

Estimated Useful Lives of Property, Plant and Equipment (PPE)

The Company reviews annually the estimated useful lives of PPE based on factors such as business plan and strategies,
expected level of usage and future developments. Future results of operations could be materially affected by changes
in these estimates brought about by changes in the factors mentioned. A reduction in the estimated useful lives of PPE

would increase the recorded depreciation charge and decrease the PPE balance.

Allowance for Doubtful Debts

The Company assesses at the reporting date whether there is objective evidence that trade receivables have been impaired.
Impairment loss is calculated based on a review of the current status of existing receivables and historical collections experience.

Such provisions are adjusted periodically to reflect the actual and anticipated impairment.
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FOR THE YEAR ENDED 31°" DECEMBER

5. Revenue
Construction Revenue
Consultancy Revenue

6. Cost of sales
Consultancy Cost
Materials
Labour
Transport Charges
Tools
Miscellaneous Expenses
Construction Services

7. Other Income
Miscellaneous Revenue
Hiring Income
Machinery Hiring
Commission Incme
Sundry Income
Miscellaneous Revenue
Bad Debt Provision Reversal
Asphalt/ Crusher Plant Gain/ (Loss)

Operating Profit

The following items have been charged / (credited) in
arriving at - the Operating Profit

Director's Emuluments

Auditor's Remuneration

Profit on Disposal of Property, Plant & Equipment
Depreciation on Property, Plant & Equipment
Charity and Donations

Allowance for Bad and Doubtful Debts

Employee Benefit Costs

Employee Benefit Costs

Salaries & Wages

Contribution to Defined Contribution Plans
Over Time, Incentive and Other Allowances

8. Net Finance Income

Finance Income
Interest Income

Finance Cost
Interest Expenses

Net Finance Income

9. Tax Expenditures

Deferred Tax for the Year
Income Tax for the Year

CESL
2017 2016
Rs. Rs.
12,294,651,635 8,691,161,524
12,294,651,635 8,691,161,524
4,838,718,956 3,299,198,779
3,200,962,306 2,378,032,062
1,127,007,877 807,585,766
39,725,314 18,115,530
88,059,450 63,966,297
2,317,919,120 1,503,038,812
11,612,393,023 8,069,937,247
- 42,313,604
16,375,557 19,267,247
= 353,102
70,931 17,000
= 5,285,912
63,995,420 17,407,343
- 4,290,482
(7,954,812) -
72,487,097 46,621,086
848,500 1,563,250
590,000 500,000
153,038,109 141,341,912
1,564,866 990,863
6,216,707 9,843,380
338,494,405 280,620,548
27,141,892 243,683,953.89
52,021,960 4,653,046.10
61,118,895 32,283,547.63
129,450,403 71,930,786
129,450,403 71,930,786
(16,589,596) (15,871,771)
(16,589,596) (15,871,771)
112,860,806 56,059,015
760,227 4,203,142
36,752,625 21,463,536
37,512,852 25,666,678
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CESL
AS AT 31T DECEMBER 2017 2016
Rs. Rs.
11. Capital Work In Progress
Internal Develop Software
Balance B/F - 4,785,714 2,785,714
Cost Incurred During the Year 4,580,000 2,000,000
9,365,714 4,785,714
Building Construction
Balance B/F - 11,102,338
Cost Incurred During the Year 4,805,324 11,102,338
25,273,376 15,888,052
12. Investments
Long term investment (Note 12.1) - 1,532,442
Short term investment (Note 12.2) 1,111,071,025 1,045,717,492
1,111,071,025 1,047,249,934
12.1. Longterm investment
Loans and receivable financial assets
Investment in Fixed Deposit - 1,532,442
- 1,532,442
12.2. Short term investment
Repo
Short term investments 1,111,071,025 1,045,717,492
1,111,071,025 1,045,717,492
13. Inventories
Inventories 822,210,704 768,199,221
822,210,704 768,199,221
14. Trade and Other Receivables
Trade Receivables (Note 14.1) 9,404,371,008 7,321,478,714
Other Receivables (Note 14.2) 42,348,529 17,551,556
Deposits, Prepayments and Advances (Note 14.3) 255,352,389 183,654,125
9,702,071,926 7,522,684,395
14.1. Trade Receivables
Debtors 5,148,573,297 4,043,087,071
Due From Customers 2,280,063,760 1,936,294,825
Retention Receivables 1,991,794,038 1,351,940,198
Less - Provision for Impairment (Note 14.1.1) (16,060,086) (9,843,379)
9,404,371,008 7,321,478,714
14.1.1. Provision for Impairment
Debtors 16,060,086 9,843,379
Provision for Expected Losses - -
16,060,086 9,843,379
14.2. Other Receivables
Staff Loans 567,735 -
Refundable Deposits 591,735 -
Sundry Debtors 41,189,059 17,542,027
WHT Receivable - 9,529
Economic Service Charges - ESC - -
42,348,529 17,551,556
14.3. Deposits, Prepayments and Advances
Mobilization Advance Paid 38,190,892 7,276,636.31
Deposits 5,236,499 3,755,289
Advances 202,020,670 161,659,651
Prepayments 9,904,328 10,962,549
255,352,389 183,654,125
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CESL
AS AT 31>' DECEMBER 2017 2016
Rs. Rs.
15. Cash and Cash Equivalents
Favorable Balances
Cash in hand and at bank 229,518,496 195,883,249
Bank Impress
Cash in Transit 340,770 11,825,645
229,859,266 207,708,894
Unfavorable Balances
Bank Overdraft - -
Cash and Cash Equivalents for the Cash Flow Purpose 229,859,266 207,708,894
16. Lease Creditors
Balance as at 1°¢ January - 883,827
Repayments during the year - (883,827)
Gross Lease Obligation at the end of the year - -
Balance as at 315t December - -
Amount payable within one year - -
Amount payable after one year = -
17. Defined Benefit Obligations
(a) The amounts recognised in the Financial Position are
determined as follows:
Balance at the beginning of the year 1,476,231 372,908
Current service cost 2,343,674 1,089,787
Interest cost 147,623 37,291
Actuarial (gain)/Loss during the year 610,476 (15,094)
4,578,004 1,484,892
Benefits paid (8,661)
Balance at the end of the year 4,578,004 1,476,231
(b) Liability Recognized in the Financial Position
Present Value of Obligation as at 315t December 2017 4,578,004 1,476,231
Un Recognised Actuarial Gains / (Losses) - -
Net Liability in Financial Position 4,578,004 1,476,231
(¢) The amounts recognised in the Statement of
Comprehensive Income are as follows:
Interest Cost 147,623 37,291
Current Service Cost 2,343,674 1,089,787
2,491,297 1,127,078
(d) The amounts recognised in the Statement of Other
Comprehensive Income are as follows:
Actuarial (Gain) / Loss recognized 610,476 (15,094.00)
610,476 (15,094.00)

The Retirement Benefit Obligation of the company as at 31st December 2017 is based on the formula method as recommended

by the Sri Lanka Accounting Standard No. 19 (Revised 2012) Employee Benefits.

Key assumptions used in the computation includes the following;

Rate of Discount 10.5%
Salary Incremental Rates 2%
Employee Turnover Factor 11%
Retirement Age 60 Years
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CESL
AS AT 315TDECEMBER 2017 2016
Rs. Rs.
18. Deferred Tax
Balance at the beginning of the year 21,820,956 17,617,814
Provision for the year 760,227 4,203,142
Balance at the end of the year 22,581,183 21,820,956
19. Trade and Other Payables
Trade Payables (Note 19.1) 10,071,462,202 7,765,537,335
Other Payables (Note 19.2) 220,510,159 456,929,758
10,291,972,361 8,222,467,092
19.1. Trade Payables
Creditors 2,378,526,793 1,932,241,727
Due to Customers 3,326,454,352 2,274,601,433
Mobilization & Other Advances 4,032,030,310 3,376,224,889
Retention Payables to Contractors 334,450,747 182,469,285
10,071,462,202 7,765,537,335
19.2. Other Payables
Refundable Deposits - 100,340
Sundry Creditors 12,808,387 7,522,885
Accrued Expenses 73,609,534 303,618,919
Unpaid Staff Cost 492,764 750,113
PAYE tax 2,011,509 663,463
Withholding Tax Provisions
Other Taxes 131,587,965 144,274,038
220,510,159 456,929,758
20. Income Tax Payables
Balance at the beginning of the year 23,213,996 23,076,004
Income tax for the year 36,752,625 21,463,536
Provision in respect of the last year = -
Payments made during the year (18,185,164) (18,500,000)
Withholding Tax (WHT) (4,279,100) (2,825,544)
Balance at the end of the year 37,502,357 23,213,996

21. Related Party Transactions

21.1. Transaction with Parent

a) Eng. G. D. A. Piyatilake is the chairman of CESL and Eng. N. Rupasinghe, Eng. S. P. P. Nanayakkara, Mr. M. R. G. Ranathunaga,

Eng. K. L. S. Sahabandu, Eng. T. D. Wickramarathna, Eng. A. Galketiya, and Mr. H. M. N. U. B. Mawathagama who were Directors

of CESL as at 31 December 2017.
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21.1. Transaction with Parent (Cont’d)

Further key management personal of CESL are as follows;
Name Designation Base Office

Eng. E. P. U. S. Karunaratne Chief Operation Engineer/ CEO Western Province 2

Eng. P. M. P. C. Gunathilake

Chief Operation Engineer

East & South East

Eng. L. W. J. N. Alwis Chief Operation Engineer South

Eng. H. R. W. K. Heendeniya Chief Operation Engineer Western Province 1
Eng. A. Pushparajah Chief Operation Engineer North

Eng. W. E. P. Ranjan Kumara Chief Operation Engineer Sabaragamuwa
Eng. M. N. Gunasena Chief Operation Engineer Uva

Eng. H. M. Nandasena

Eng. S. B. A. D. Semasinghe
Eng. J. A. D. R. Sujith Kumara
Mr. J. M. B. Jayaweera

Chief Operation Engineer
Chief Operation Engineer
Chief Operation Engineer
Finance Manager

Central Province
MKDP
Anuradhapura

b) Nature of the Transactions Amount
2017
Rs.
Construction Revenue 998,585,929
Vehicle Hiring Income 14,851,498

21.2. Terms and conditions of transactions with related parties

The Income from related party and expenditure incurred or purchases from related parties are made atterms equivalent
to those that prevail in arm's length transactions. Outstanding balances at the year-end are unsecured and interest free
and settlement occurs in cash. There have been no guarantees provided or received for any related party receivables or

payables.

This note should be read in conjunction with Note No. 19 to these Financial Statements.

Transactions with Key Management Personnel

LKAS 26 ‘Related Party Disclosures’, Key Management Personnel are those having authority and responsibility for planning,
directing and controlling the activities of the entity. Accordingly, the Board of Directors (including Executive and Non-Executive
Directors) as key management personnel of the CECB/Group have been classified as Key Management Personnel.

Compensation paid to Key Management Personnel

2017 2016
Rs. Rs.
Salaries and other Employment Benefits 1,448,500 1,563,250

22. Commitments and Contingencies

There were no material Commitments and Contingent liabilities in CESL as at the reporting date.
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@ Five Year Summery

Statement of Profit or Loss and Other 2013 2014 2015 2016 2017
Comprehensive Income Highlights

Revenue Rs. Mn 5,157 4,960 6,560 8,691 12,294
Gross Profit Rs. Mn 135 254 448 621 682
EBITDA Rs. Mn 105.3 236 255 192 196
EBIT Rs. Mn 25.9 132.8 106 54 45
Net Finance Income Rs. Mn (0.7) (1.0) 11.3 56 112
Profit After Tax Rs. Mn 13.9 103 81.1 84.5 120.8
Profit Attributable to Owners Rs. Mn 13.9 103 81.1 84.5 120.8

Statement of Financial Position Highlights

Property, Plant and Equipemnt Rs. Mn 227 402 401 396 479
Total - Non Current Assets Rs. Mn 228.5 440 407 398 479
Cash and Cash Equivalent Rs. Mn 129.7 171 178 207 229
Short Term Deposits Rs. Mn 40.6 257.0 771 1,046 1,111
Total Assets Rs. Mn 4,259 5,729 6,385 9,942 12,345
Stated Capital Rs. 20 | 10,000,020 | 10,000,020 | 10,000,020 | 10,000,020
Retained Earnings Rs. Mn 23.8 127 208 292 412
Equity Attributable to Owners Rs. Mn 23.8 137 218 303 422
Total Non Current Liabilities Rs. Mn 1090 1,285 1,166 1,394 1,592

Statement of Cash Flow Highlights

Cash flow from Operating Activities |Rs. Mn 202 605 666 368 194
Cash Flow used in Investing Activities|Rs. Mn (119.50) (523) (651) (338) (172.0)
Cash Fl f di

ash Flows from /{used in) Rs. Mn (23.40) (0.07) (7.8) (0.88) -
Fianancing Activities
Key Financial Ratios
EPS Rs. 6,999,804 6,186 812 845 1,202.6
Net Assets per Share Rs. 11,905,768 1,369 2,181 3,026 4,229
ROE 58% 75% 37% 28% 28%
Current Ratio 13 1.2 1.2 1.2 1.1
Quick Ratio 1.18 1.16 1.1 1.06 1.07

Directors remuneration for the year ended 31st December 2017 is Rs. 848,500

Auditors fee for the year ended 31st December 2017 is Rs. 590,000
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NAME OF THE COMPANY

Central Engineering Services (Pvt) Ltd.

PARENT COMPANY

Central Engineering Consultancy Bureau

COMPANY REGISTRATION NO.

PV 16723
(Under the Companies Act No 7 of 2007)

REGISTERED OFFICE
No. 415, Bauddhaloka Mawatha,

Colombo 7, Sri Lanka.
Tel: (+94)11 2668800 Fax: (+94)11 2668972

Email: info@cesl.lk  Web: www.cesl.lk

LEGAL FORM

Private Company with Limited Liability

BANKERS

Bank of Ceylon Sri Lanka
Peoples Bank Sri Lanka

COMPANY SECRETARIES

Mrs. P. I. Abeygunawardana
No. 415, Bauddhaloka Mawatha,
Colombo 7, Sri Lanka.

Information

AUDITORS

Auditor General’s Department
No. 306/72, Polduwa Road,
Battaramulla, Sri Lanka.

AUDIT COMMITTEE

Mr. P. A. B. S. Nonis - Director (CECB) - Chairman of the Committee
Mr. M. R. G. Ranathunga - Director (CESL)
Eng. T. D. Wickramarathna - Director (CESL)

BOARD OF DIRECTORS

Eng. G. D. A. Piyathilake - Chairman

Eng. S. P. P. Nanayakkara - Executive Director
Eng. N. Rupasinghe - Director

Mr. M. R. G. Ranathunga - Director

Eng. K. L. S. Sahabandu - Director

Eng. T. D. Wickramarathna - Director

Eng. A. Galketiya - Director

Mr. H. M. U. N. B. Mawathagama - Director

PRINCIPAL ACTIVITIES

Civil Construction work includes Buildings, Roads, Bridges,
Mechanical and Electrical Work, Water Supply and Waste
Water Treatment, Earth Moving, Irrigation and Drainage Work.

CERTIFICATIONS

ISO 9001:2015 for Quality Management System
ISO 14001:2015 for Environment Management System
ISO 18001:2007 for Occupational Health & Safety System
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