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01. ABOUT

Who We Ar e

G/ SYGNF £ 9y 3IAyY PLEINEESH) is{faSuldvred & ot
subsidiary of the Central Engineering Consultancy Bureau
(CECB), incorporated as a Limited Liability Company in
December 2003, under the Companies Act No. 17 of 1982 and
re-registered ilNovember 209 unde the Canpanies ActNo. 7

of 200r @ ¢

CESL became actively operational at the beginning of 2011, to make use of the
opportunity created by the high demand for construction services, as a result of the
construction boom during this period. CESL took up the challenges whicidinstry

offered, gaining construction management and technical exposure, as well as its
project management know how by working alongside CECB. The Core business of CESL
is centered on the construction of Buildings, Roads, Bridges, Irrigation Structutes an
other Special Projects. The company is also involved in the production of concrete and

asphalt for its projects.

CESL construction serves clients in the public sector as well as the private sector. CESL
has earned the trust of Government officials, besia leaders and administrators by
meetingtime targets, again on all types of institutional construction projects. Our
early entry into the industry as Consultants, under the CECB umbrella, way back in
1973, has taught us marngssons thapresently act as source of motivation. Also

the construction experience obtained under the EPC division of CECB creates a

sustainable business environment.



4 Mission

Acquiring excellence in

construction technology an
/| process innovation with a

" highly motivatedrained staff
. whose contribution is
adequately recognized

‘ To be the unique mod
- | for the construction
,. ' industry in Sri Lank

Corporate Goals

x Integrated and Transparent Managemesystem for all Functional Areas.
x Establish a unique Quality, Environment, Health and Safety System.

x  To maintain adequate working capital by diversified investments.

x To have the best Human Resource base in the construction industry.

x Effective management of CESL assets as an independent profit makin
entity.

x Introduce system improvement methodology using modern technologi
to optimize construction cost.

x  To maintain adequate work in hand and develop organizational
sustainability.




Organization Chart
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02. Financial Highlights

2018 2017 2016 2015 2014
Rs. Mn Rs. Mn Rs. Mn Rs. Mn Rs. Mn
Construction Revenue 11,189 12,294 8691 6,560 4,960
Gross Profit 786 682 621 448 254
Net Profit Before Tax 173 158 110 117 131
Net Profit After Tax 121 120 84 81 103
Total Assets 12,616 12,345 9,942 6,385 5,729
Contributed Capital 10 10 10 10 10
Total Equity 421 422 302 218 136
Total Equity Equilibrium 12,616 12,345 9,942 6,385 5,729
Current Assets 12,181 11,865 9,544 5,978 5,327
Current Liabilities 10,565 10,329 8,245 5,001 4,307
Construction Revenue (Rs. Mn) Total Assets (Rs. Mn)
14,000 14,000
12,000 12,000
10,000 10,000
8,000 8,000
6,000 6,000
4,000 4,000
2,000 I 2,000
_ 2014 2015 2016 2017 2018 _ 2014 2015 2016 2017 2018
Construction Revenue (Rs. Mn) Total Assets (Rs. Mn)
2014 2015 2016 2017 2018 2014 2015 2016 2017 2018
4,960 6,560 8,691 12,294| 11,189 5,729 6,385 9,942 12,345| 12,616

CENTRAL ENGINEERING SERVICES (PYATIal Report 2018 CESL




03. Chai r manos M

dt is my pleasure and privilege to present t
Annual Report of Central Engineering Servi |
(Pvt) Ltd for the financial year 2018. It was anotl

successful year for CESL with positive results i
the operatimnal perspedies of the comparn €

As a leading construction company in Sri Lanka highly dedicated, innovative, dynamic and futuristic team, we |
created value to all the stakeholders of CESL, by achieving the quality expectations, innovative design

construction techniques and with the application of sustainable construction concepts and practices.

We strongly believe that CESL has a greater potential for a sustainable future in the market by satisfying
stakeholder expectations through its core bsiness of value engineering. CESL has recorded its revenue of |
11.18 Billion for the financial year 2018. Moreover, the financial position of the Company has been strengtt
with an asset base of LKR 12.61 Billion as at 31st December 2018.

As a leadig construction company of Sri Lanka highly dedicated, innovative dynamic and futuristic team, we hi
created value to all the stakeholders of CESL, by achieving the quality expectations, innovative design
construction techniques and with the applicabn of sustainable construction concepts and practices adhering t

green building regulations.

| wish to appreciate the members of the Board for their invaluable guidance with the government support and t

dedication for the success of the company.

Finaly, on behalf of the Board, | would like to thank our stakeholders including the dedicated employees of CI
including ED, CEO and higher management for their continuous commitment, dedication and invaluable sup
forthe compAT U6 O OOAAAO& O xAOAO EOO CI

Eng. G. D. A. Piyatilake
Chairman



04. Board of Directors

Eng. G. D. A. PiyathilakeChairman
BSc.Eng. (Hons), PG.Dip. (Const.Mgt), PG.Dip. (Pc
Coastal Eng.) Norway, MIE (SL), C.Eng., MASCE

Appointed to the Boaras a Director in 2011 and serving as the Chairman of the Board from 2C
date. Functions concurrently as Chairman of the Central Engineering Consultancy Bureau,

organization of CESL.

He started his career in CECB as a Design Engineer in 19885]me became Resident Engineer
Victoria Hydropower Project. He has worked as Project Manager / Consultant and Project Mar
Construction as well. He served as Deputy General Manager (WP 1) in 2005 and Additional -
Manager (WP 1) in 2007. 2010, he was appointed as the Corporate Additional General Manag
9t/ RAQGAAAZ2Y 2F [/9/.d IS O2dzydia Y2NB (KIy

Eng. S. P. P. NanayakkarBxecutive Director/COM
BSc.Eng., C.Eng., MICE (UK), MIE (SL)

Appointed to the Board as a Director in 2015.Since 2016, serves as an Ex@oeti@. Further, he
currently serves as a Director of Central Engineering Consultancy Bureau, parent organization

He served as Chief Executive Officer from 2014 to 2016 to CESL.

He obtained his BSc in Civil Engineering and started his careeslalt Engineer of Maduru Oy
Irrigation and Hydropower Project in 1980. He served as a Civil engineer in Randenigala Hydr
project in 1984 and Senior Engineer at Samanalawewa Hydropower project in 1988. In 2(
started the EPC Southern Provine Section as a Project Manager and served there as a De
General Manager (EP$P) from 2006 to 2007 and as an Additional General ManagetSEPtmM
2007 to 2015 and as Corporate Additional General Manager (EPC) till September 2016. He

over 36years of extensive Engineering and Management experience in the Bureau and CESL

CENTRAL ENGINEERING SERVICES (PY Azl Report 2018 F@ 2y &




Eng. N. RupasingheDirector
BSc.Eng. (Hons), PG.Dip. (Hydropower) Norway,.C.Eri_
MIE (SL), MICE (London), Licd. Surveyor

Appointed to the Board as a Director in 2011 and served as a Chairman of CESL from 2011
He is concurrently serving as a Director of Central Engineering Consultancy Bureau (CECB) al

as aChairman of a CECB from 2005 to 2014.

He holds nationally important development responsibilities as Secretary, Ministry of Megapoli
Western Development since 2015. He counts over 35 years of extensive Engineerin
Management experience in the Bure&aving joined CECB as Civil Engineer in 1981 and ser
Civil Engineer, Resident Engineer, Chief Resident Engineer, Project Manager, Additional
Manager and General Manager. Pioneered the establishment of Engineering Procuremel
Constructimm (EPC) Division starting as the Project Manager (Infrastructure Construction) &
Additional General Manager (EPC).

Mr. M. R. G. RanathungaDirector
LLB (Sri Lanka), Attornay-Law, Notary Public, Company
Secretary, Actg. Magistrate

Appointed to the Board as a Director in 2015. Concurrently serves as Working Director, (
Engineering Consultancy Bureau, and parent organization of CESL. Further he was a working
to CECB during the period of 2007 to 2010.

He is an Attornevat-law of Supreme Court of Sri Lanka and he called to the Bar in year 1985.

He was formerly a secretary to Rakna Lanka (Pvt) Ltd. He has held Director Positions a
Resource Board and Fertilizer Corporation and Department of Health. He was the oomer

President of North Central Province Bar association of Sri Lanka. Presently he is one of the C

2F Gl LA 2SydzSy ! LA LINRPINI YYS dzy RSNJ aAyAaildNe

(@ 3YB Annual Report 201§ CENTRAL ENGINEERING SERVICES (PVT) |
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Eng. K. L. S. Sahabandbirector
Bsc.Eng. (Hons), PG.Oidydro Eng.), MSC (Structural Eng.), C.E
MIE (SL), MIQEondon), M Cons.(6L), FSSE (SL)

Appointed to the Board as a Director in 2011. Since 2013 he holds the position of General M
of Central Engineering Consultancy Bureau, parent organization of CESL. He obtained his B¢
Engineering and also obtained MSC in Structural Engimgefom the University of Newcastle upo
Tyne, U.K.

He assumed duties as Site Engineer of Central Engineering Consultancy Bureau in 1980. In
was appointed as a Structural Design Engineer for Randenigala and Rantambe Hydropower
He becamehe Senior Design Engineer of the Structural Design Division of CECB in 1988. Frc
to 2000 he served CECB as Chief Design Engineer of Central Bank, Head Office constru
subsequently was appointed as Project Manager (EPC Design Unit) in 22006 Ite became the
Additional General Manager (Design, Research & Development). He served as a Corporate A
DSYSNYft alylF3aSNI 6/ 2yadzZ dlyoeo 2% /9/. FN

experience in the field of Civil Engineering.

Eng. T. D. WickramarathnaDirector '
BSc.Eng. (Hons), M.Eng. PG.Dip. (Hydrology), MICE (UKj),
FIE (SL), C.Eng. .

Appointed to the Board in 2014. Currently serves as a Corporate Additional General Me

(Consultancy) in Central Engineering ConsultancyaBugarent organization of CESL.

He obtained his BSc in Civil Engineering and joined Central Engineering Consultancy Bureat

as a Civil Engineer.

He worked as a Design Engineer, Resident Engineer, Project Manager, Deputy General Man:i
appointed as Additional General Manager (Water Resources) in 2006.He was appointed as Co
l RRAGAZ2Y Lt DSYSNIf alylF3aSNI 2F O2yadzZ GFyoe

experience in the field of Civil Engineering.

CENTRAL ENGINEERING SERVICES (PYATal Report 2018 H@ =y &



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

Appointed to the Boardh 2015. Currently serves as a Corporate Additional General Manager (EPC

Division) in Central Engineering Consultancy Bureau, parent organization of CESL.

He obtained his BSc in Civil Engineering and started his career as a Trainee Engineer in G&C
In 1987, He was appointed as the Shift Engineer (Power House) at Samanalawewa Hydr
project. Subsequently he served as a Resident Engineer, Project Manager in Uva province.

he was promoted as Additional General Manger (EB@h of Colomb).

Thereafter he became the Additional General Manger {Bf?4) and Sabaragamuwa. He counts mu

iKly on 8SINBRQ SELISNASYOS Ay (KS TFTASEIR 2F / ADAt

Mr. H. M. U. N. B. MawathgamaDirector
CBA (ICASL), Dip in Acct, SAT

Appointed to the Board in 2015. Currently serves as Deputy General Markgeance, in Centra

Engineering Consultancy Bureau, parent organization of CESL.

He started his career in 1979, as a payment officeMahaweli Development Board. In 1988, |
became a Project Accountant, Nuwara Eliya special area of Mahaweli Authority of Sri Lanke
1990 to 1993, he was the project Accountant of Kothmale Project and MEA head office

Mahaweli Programme.

He was weking as a Finance & Administrative Executive at Enterprise Promotion Centre under |

Kandy since 1999, until he joined CECB as an Accountant in year 2000.

(@ 3YB Annual Report 201§ CENTRAL ENGINEERING SERVICES (PVT) |
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05. Directors Report

Annual Report of the Board of Directors on the Affairs of tR@mpany

The Directors of Central Engineering Services (Pvt) Ltd have pleasure in presenting their Annual Report

together with the Auditedrinancial Statements of the Company for the year endetilBcember

2018. This Annual Repbof the Board of Directa onthe affairs of the Company contains the

information required in terms of the Companies Act No. 07 of 2007.

X

GENERAL

Central Engineering Services (Pvt) Ltd was incorporated in terms of the Companies ActfNo. 17 o
1982 and was reegistered aper theCompanies Act No. 07 of 2007 on 6th November 2009 with

PV 16723 as the new number assigned to the Company.

PRINCIPAL ACTIVITIES OF THE COMPANY AND REVIEW OF PERFORMANCE DURING THE YEAR

The principal activities of the Company are referred to in Note 1tBeNotes to the Financial
Satements. This Report togethavrith the Financial Statements reflects the state of affairs of the

Company.

FINANCIAL STATEMENTS

The Financial Statements of the company preparelihizmwith applicable accounting stanats
and regulatory requirementsinclusive of specific disclosures, duly signed by two Directors on
behalf of the Board and the Auditors are included in this AnReglort and forms part and parcel

hereof.

Lb59t9b59b¢ ! ] 5L¢chw{Q w9t hwt

The Report of the Independé Auditors on the Finanai Statements of the Companygien on

page 2.

ACCOUNTING POLICIES

The accounting policies adopted in the preparation of Financial Statements of the Company are
given on page&2to 72 of the Annual Report. The Financtatements of the Company have
been prepared in accordaacowith the Sri Lanka Accounting Standards (SLFRSK& k) and

the policies adopted thereof are given pages 22 to 72

CENTRAL ENGINEERING SERVICES (Py Bl Report 2018 H e £y B
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The Directors are responsible for the preparation of Financial Statements of the Company to
reflect a true and fair view ahe state of its affairs. The Directors are of the view that these
Financial Statements haveeén prepared in conformity witkhe requirements of the Sri Lanka
Accounting Standards (SLFRS/LKASSs) and the Companies Act No. 07 of 2007.

x  MEETINGS & ATTENDANCE

The Board met in 08 Occasions during fr@ancialyear 2018 and the attendance of the Board
of Directors was as follows.

2018

Name Position | 26th | 28th | 29th | 10th | 14th | 28th | 26th | 07th

Jan | Feb | Mar | May | July | Aug | Sep | Dec

Eng.G.D.APiyatilake Chairman [ K K K K K K K
Eng.S.P.PNanayakkara E>_<ecutive K K K K K K K K

Director

Eng.N. Rupasinghe Director K K K K K K K K
Mr. M.R.G Ranathunga Director K K K K K K K K
Eng.K.L.SSahabandu Director K K K K K K K K
Eng.T.D.Wickramarathna Director K K K K K K K K
EngA. Galketiya Director K K K K K K K K
Mr. H.M.N.U.BMawathagama | Director K K K K K K K K

(@ 3YB Annual Report 201§ CENTRAL ENGINEERING SERVICES (PVT) |
12



06. Audit Committee Report

Role of the Audit Committee

The Audit Committee of CESL is appointed by the Board of Directors of the CESL.

Meetings & Attendance

The Audit committee met in 4 occasions during the Finayeiat 2018 and the attendance are as
follows.

" 2018
Name Position
20th Feb | 18th Sep | 04th Dec | 21st Dec

Mr. P.B.S.C. Nonis Chairman of the K N/A

Committee
Eng. T.DWickramarathna| Director / Chairman

of the Committee N/A K K K

Directormember K N/A
Mr. M.R.GRanathunga | Directormember K K K K
Eng.A. Galketiya Directormember N/A K Ab K

Scope of the Committee

a) Determination of the responsibilities of the Internal Audit Unit and review of the annual Audit Plan.

b) Review and evaluate internabntrol systems for all activities of the entity.

c) Review performance at regular intervals for cost effectiveness and to eliminate wasteful
expenditure etc.

d[AFIAAS 6AGK SEGSNYyLIf FdzRAG2NE FyYyR F2ff2¢ dzZL) 2y
letters.

e) Ascertain whether statutes, regulations, rules, and circulars are complied with.

f) Review financial statements to ensure compliance with Accounting Standards.

g) Review internal audit/external audit reports, Management Letters for remedial action.

h) Revew implementation of recommendations/directives of the Committee on Public Enterprises.

Authority

i. The Committee is authorized by the Board to perform activities within its terms aferege. It is
authorized to seelany information it requires from angmployee and all employees are directed
to co-operate with any request maday the Committee.

ii. The Committee shall report to the Board any suspected frauds or irregularities, faifuiraeroal
control or suspectedéhfringements of laws, rules aédgulations which come to its attention.

iii. Obtain outside legal or independent professional advice and secure the attendancesaferst
with relevant experiencand expertise if it considers this necessary.

CENTRAL ENGINEERING SERVICES (Py Bl Report 2018 H e £y B



07. Progress of Training

TrainingProgrammes conducted for the year 2018
Technical
SL Date Name of the Training Institute Duration l\!o_ of Cost per
No Programme Participants| Head
CPD Course on "Designi
01 | 20.01.2018 | of Fire Detection & IESL 8 days 1 28,000.00
Protection”
{ SYAYI N 2y
02 | 25.01.2018 | Regulations for CIDA day 2 4,000.00
| 2y &aidNHzOG A 2
IQSSL Annual Technical
03 | 25.01.2018 session 2017/18 IQSL day 6 1,500.00
Training Programme on
04 | 01.02.2018 MEP Quantity Surveying CHPB 4 days 3 15,000.00
Seminar on Institute of
G9adlof AaKY|Project
05 | 09.02.2018 Claims in Construction | Managers, Sri day 6 5,000.00
t Np2S0OGac¢ Lanka
{SYAYI N 2y
06 | 14.02.2018| Claims and Dispute CIDA day 7 4,000.00
wSazftdziaAz2zya
Construction
One day workshop on Equipment
07 | 27.02.2018 | Labour Management & | Training day 7 4,000.00
Regulations Centre
(CETRAC)
Two day workshop on Con_structlon
228 Operation & Equipment
08 23.02.2018 | Maintenance of Training 2 day 2 7,000.00
Generators Centre
(CETRAC)
Professional
09 | 22& Two day workshopon | oo ment | 2 days 10 11,000.00
23.02.2018 | Supervisory Managemen
Centre
.| Professional
08& Two day workshop on Big
10 09.03.2018 | Evaluation and Reporting Development 2 days 3 11,000.00
9 Centre
Two day workshop on
08& . NIOSH
11 09.03.2018 EIectrlcgl Hazard Relatec Auditorium 2 day 2 10,000.00
Precautions
Presentation on The
Importance of a healthy
12 | 08.03.201g| "esWyle and engaging | ~pp day 50
exercises with a scientifig
approach, in maintaining
a proper health

(@ 3YB Annual Report 201§ CENTRAL ENGINEERING SERVICES (PVT) |
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Training Programmes conducted for the year 2018

Technical

SL Date
No

Name of the Training
Programme

Institute

Duration

No of
Participants

Cost per
Head

13 | 18.03.2018

One day Workshop on
Gt dzof AO { LIS

Sri Lanka
Foundation

Institute (SLFI)

day

2

5,000.00

14 | 23.03.2018

Green Associate
Professional Training
Course next intake
BATCH 24(23,24 March
& 06, 07 April, 2018)
Colombo

GBCSL

4 days

42,000.00

15 | 27.03.2018

Seminar on Advances in
Reinforced Concrete
Technology

SSESL

day

6,500.00

16 | 01.04.2018

CPD Course on "MS
Projects"

IESL

4 days

20,500.00

17 | 05.04.2018

Seminar on How to
Handle Termination of
Contract under FIDIC
1999

OPA

1/2 day

7,500.00

18 | 26.04.2018

Workshop on OFFICE
HEALTH AND WELLBEI|
- "Working for a Healthier
Tomorrow: Enhancement
of Productivity through
Enrichment of Indoor
Environmental Quality &
Office Wellbeing"

GBCSL

day

6,500.00

19 | 06.05.2018

CPD Course on Energy
Management

IESL

8 days

35,000.00

20 | 05.05.2018

FIDIC Workshop
Contract Administration
Practice

Mr. Thilak
Kolonne

8 days

24,000.00

21 | 05.05.2018

CPD Course on Project
Management in
PRIMAVERA P6

IESL

5 days

22,500.00

22 | 24.05.2018

SEMINAR ON
"CONDITION OF
CONTRACT (SBD/2")

CIDA

day

36,000.00

23 | 14.07.2018

Auto CAD Short Course
3D Modelling

UoM

12 days

44,000.00

24 | 18.06.2018

Seminar on Design
Aspects of High Rise
Buildings & Modern

Infrastructure

SSESL

day

8,000.00

CENTRAL ENGINEERING SERVICES (Py Bl Report 2018 H e £y B




Training Programmesonducted for the year 2018

Technical
SL Date Name of the Training Institute Duration No of Cost per
No Programme Participants| Head
25 | 18.03.2018| One day workshopon | o o day 2 10,000.00
Public Speaking
07& Plumbing Systems of Hig
26 | 08.07.2018| Rise Building CETRAC 2 days 9 90,000.00
Modern Practices in
27 | 15.07.2018 Ready Mix Concrete IESL 4 days 5 70,000.00
20& Workshop on Logistics,
28 Supply Chain & Stores | CETRAC 2 days 1 7,000.00
30.08.2018
Management
29 | 14.08.2018 g(?lESSL Annual Session | gopgy day 2 8,000.00
CPD Course on Basic Ail
30 | 05.08.2018 | Conditioning System IESL 9 days 3 109,000.00
Design
Seminar/ Workshop on
31 | 30.08.201g| Horizontal and Vertical |, \ day 1 4,000.00
Transportation System in
Buildings
32 | 01.09.201g | Training Programme on | 8 days 3 115,200.00
Building Services
CPD Course on Vertical
33 | 01.09.2018 | Transportation in IESL 7 days 1 27,500.00
Buildings
CPD Course on Designin
34 | 20.01.2018 | Fire Detection & IESL 8 days 1 28,000.00
Protection
35 | 18.09.2018 | SLGS Annual Conferenc{ SLGS day 3 24,000.00
36 | 04.09.2018 | 24N Speech Craft IESL 11 days 1 18,000.00
Programne
37 CPD Programeon "MS | =g 4 days 1 20,500.00
Project
05
38 11.10.2018 APT CourseBatch 23 GBCSL 4 days 2 84,000.00
Certificate Course on
39 | 27.10.2018 | Import & Export EDB 7 days 1 20,000.00
Procedures
Workshop on Sustainabl¢
Water : "Solutions to the
40 | 29.11.2018 Water Challenges in the GBCSL day 2 12,950.00
21st Century"”
41 | 11.2018 CPD Course on ELV IESL 1 29,000.00
Seminar on Challenges il
42 27 11.2018 Designing of Modern SSESL 5 34,500.00

Infrastructure
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Training Programmes conducted for the year 2018

Technical
SL Date Name of the Training Institute Duration No of Cost per
No Programme Participants| Head
The 09th International
13- Conference on
43 15.12.2018 | Sustainable Built uoP 3 days 2 40,000.00
Environment (ICSBE) 20|
Sub Total 177 961,850.00
Non-Technical
07- Three Day Programme o .
01 | 99.03.2018 | the Inland Revenue Act | 4 Skanka | 3day o 3,500.00
Workshop on Pragatal
15 Implications on SLFRS 1 :
02 16.03.2018 | Revenue from Contract CA Sri Lanka 2 days 13 3,500.00
with Customers
Institute for
Short Coursén Compan the
03 | 07.06.2018 PaNY| bevelopment | 4 days 1 26,500.00
Law 2018 .
of Commercial
Law& Practice
Training programme .
21& W L2 . Nipunatha
04 22 06.2018 Hovv_to"l\/llnlmlze Audit Piyasa 2 days 4 8,50000
Queries
05 | 20.08.2018 | How o Conduct a McQuire day 1 9,266.70
Domestic Inquiry
Inland Revenue Act No 2 Association of
06 | 21.09.2018 of 2017 Kandy CA day 2 6,000.00
8& 39th National Conference :
07 10.10.2018 | of CharteredAccountants CA SriLanka 2 days 10 22,000.00
Sub Total 40 42,766.70
Related to System Development
Diploma in Constrution
01 | 12.01.2018 | Safety & Occupational | CETRAC 1 year 2 95,000.00
Health (DCSOHP2
Workshop on Internal Sri Lanka
Auditing for ISO 9001: Standards 12,00000
02 123.03.2018| 515 quality Institution day 5 +VAT
management systems (SLSI)
Training Programmen
Role of Junior Managers) Sri Lanka 5 00000
03 | 02.04.2018 | Supervisors in the Standards day 9 ’
. . +VAT
Implementation of ISO | Institution
9001 : 2015 Standard (SLSI)
04 | 27.04.201g | World Safety Day Labour day 4 free
Awareness Programme | Secretariet
Sub Total 20 112,000.0(
Grand Total 237 1,116,616.7(
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08. Service Sectors

x  BUILDINGS

CESL has been in the forefront of the Design and Construction of Buildings on Design and Build

basis. Construction work undertaken so far, ranges from Buildmgdti-storied buildings,

factory type, iconic, etc.) to entire township developments throughout the island.

Recently, CESL has also undertaken the rehabilitation and refurbishment of buildengs of

archaeologically importamature.

CESL largely depends its Inhouse expertise. However, in special cases CESlgesga
relevant personnel such asputed Architects to strengthen its project teams, and to handle

specific requirements of a project.

Building Types;

+ Hospital Buildings Terminal Buildings

Commercial Buildings Public Buildings
Admin and Office Buildings Court Complexes

Accommodation Buildings SportsStadia

- + & #
- F + + ¥

Recreational Buildings Prison Complexes

x ROADS

CESL, has many years of experience in planning, designirgpastauction of Roads in Sri

Lanka.
CKS FTANNQa NRAROK SELISNASYyOSa AyOf dzRST

+ Construction of Trunk Roads, Arterial Roads, Elevated Roads, etc., andngjden
rehabilitation, upgradin@nd resurfacing of existing roads.

4+ Construction of Guard Rails, Road Funmafietc.

(@ 3YB Annual Report 201§ CENTRAL ENGINEERING SERVICES (PVT) |
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x |RRIGATION STRUCTURES

The engineering expertise of the CESL in the field of Irrigation extentdse desgning,
planning, execution andommissioning of large scale Irrigation projects, including the

following;

+ Augmentation + Earthen dams
+ Rehabilitation & construction of reservoirs < Regulation structures
+ Canals + Weirs

+ Anicuts + Hydraulic structures

x BRIDGES & CULVERTS

CESL has wide experience in the design and construction of bridges and culverts in the

country.

Over the years CESL has gained a high reputation in the design, construction and installation

of;

Concrete and Steel Flyovers
Concrete, Steel and Composite Bridges
Pedestrian Bridges, Overpass Bridges

Rehabilitation and sengthening of existing bridges

- + + + ¥

Drainage structures such as culverts, lined roadside drains and lead away drains

x OTHER SPECIAL FACILITIES

CESL has contributed to the planning, designing and construction of special facilities in other

sectors, such as;

+ Developing Zoological Gardens anda8d®arks
+ Bio-Diversity Parks
+ Play Grounds

+ Sewerage and Water Treatment Plants

CENTRAL ENGINEERING SERVICES (Py Bl Report 2018 H e £y B



09. Review of Business Operations
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x Public Service Commission Building

Client: Secretary Public Service Commission
Contract Sum: 461 Millions

Date of Commencemen®2/01/2015

Date of Completion: 04/01/2018

Duration: 03 Years

Location: Battaramulla

x  OPD Clinic Building at Base Hospital e g = gg
Bakamoona .

Client: Ministry of Health Nutrition
Contract Sum: 127 Millions

Date of Commencement: 22/11/2014
Date of Completion: 01/08/2018
Duration: 04 Years

Location: Bakamoona

CESL } Annual Report 201 CENTRAL ENGINEERING SERVICES (PVT) |

x Cricket Ground for Royal Collage at
Polonnaruwa

Client: Department of Sport Development
Contract Sum: 67 Millions

Date of Commencement: 20/10/2016
Date of Completion02/08/2018

Duration: 02 Years

Location: Polonnaruwa

20
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Accidert and Emergency Treatment
Unit at General Hospital, Kalutara

Client: Ministry of Health Nutrition
Contract Sumd42 Millions

Date of Commencement2/2015
Date of Completiond5/2018
Duration: @ Years& 05 Months

Location: Kalutara, Nagoda

Accident and Emergency Treatment
Unit at Teaching Hospital Batticaloa

Client: Ministry of Health Nutrition
Contract Sum: 895 Millions

Date of Commencement: February 2016
Date of Completion: 17/06/2018
Duration: 02 Years

Location: Batticaloa

x Government Officers' Quarters
Complex
Client: Urban Development Authority
Contract Sum: 1,544 Millions
Date of Commencement: 29/11/2016
Date of Completion: 09/02/2019
Duration: 02 Years

Location:Polonnaruwa




10. Financial Statements
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Qod goww Qed gomw e
sTerg @sv. }(‘EN/’B/CESL/O‘)/FA/ZO18/45 2_10g @m.} e } /1 September 2019
My No. Your No. Date

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 2018 in terms of Section 12 of the
National Audit Act, No. 19 of 2018.

The English version of the above mentioned report together with audited financial statements is

sent herewith.

R.M.J. Rathnayaka
Auditor General (Acting)

Copies to |1 Secretary, Ministry of Finance

2, Secretary, Ministry of Mahaweli Development and Environment

Gom 306/72, eeadid ©d, adodgce. § com @, 306/72, Guredgmeu aif, ugsrupedeme, @evmma  No. 306/72, Polduwa Road, Battaramulla, Sri Lanka.

+94 112887028 -34 +94 112887223 ag@auditorgeneral.gov.lk q(é::)’ www.naosl.gov.lk
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NATIONAL AUDIT OFFICE

Qed gowma QLoR) o T l
sTaT gl @sv. }CEN/B/'CESL/OQ/FA/ZOl8/45 2 1031 @5\).} B J/l September 2019
My No. Your No. Date

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 2018 in terms of Section 12 of the
National Audit Act, No. 19 of 2018.

1. Financial Statements
1.1 Qualified Opinion

The audit of the financial statements of the Central Engineering Services Limited (“Company™)
for the year ended 31 December 2018 comprising the statement of financial position as at 31
December 2018 and statement of comprehensive income, statement of changes in equity and
statement of cash flows for the year then ended, and notes to the financial statements, including a
summary of significant accounting policies, 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
read in conjunction with provisions of the National Audit Act No. 19 of 2018. My report to
Parliament in pursuance of provisions in Article 154 (6) of the Constitution will be tabled in due

course.

In my opinion, except for the effects of the matters described in the basis for Qualified Opinion
section of my report, the accompanying financial statements give a true and fair view of the
financial position of the Company as at 31 December 2018, and of its financial performance and

its cash flows for the year then ended in accordance with Sri Lanka Accounting Standards

1.2 Basis for Qualified Opinion

(a) In contrary to the provision in the Sri Lanka Accounting Standard on Presentation of
Financial Statements (LKAS 1), credit balances of debtors and advances aggregating

Rs. 12,447,930 had been offset against the debit balances of such accounts and debit balances

qom 306/72, el wid, AFDIZEE. § Comnd  @ev. 306/72, Gursbgmer sl ulgg@ps\bme\). @Bovmema  No, 306/72, Polduwa Road, Battaramulla, Sri Lanka.

+94 112887028 -34 +94 112887223 ag@auditorgeneral.gov.lk www.naosl.gov.lk
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of sundry creditors, mobilization advances, retention payables and miscellaneous income
aggregating Rs.29,645,212 had been offset against the credit balances of such accounts
during the year under review. As a result, the current assets, current liabilities and
miscellaneous income shown in the financial statements had been understated by

Rs. 12,447,930, Rs.17,589,685 and Rs. 12,055,527 respectively.

(b) A long outstanding balance which had been gradually increased during the past years
amounting to Rs. 1,588,871,721 had been shown as due to related companies without been
settled as at 31 December 2018. However, a detailed schedule and the reasons for non-

settlement of such balance had not been presented for audit.

(¢) Nine Base Offices of the Company had not applied the applicable rate of depreciation which
set out in Note 2.3.6 to the financial statements when computing the depreciation for tools &
instruments. Hence, the depreciation for the year under review had been overstated by

Rs. 24,555,621.

I conducted my audit in accordance with Sri Lanka Auditing Standards (SLAuSs). My
responsibilities, under those standards are further described in the Auditor’s Responsibilities for
the Audit of the Financial Statements section of my report. I believe that the audit evidence I have

obtained is sufficient and appropriate to provide a basis for my qualified opinion.

1.3 Responsibilities of Management and Those Charged with Governance for the Financial
Statements

Management is responsible for the preparation of financial statements that give a true and fair view
in accordance with Sri Lanka Accounting Standards, and for such internal control as management
determine is necessary to enable the preparation of financial statements that are free from material

misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless management either intends to liquidate the

Company or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s financial reporting

process.
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As per Section 16(1) of the National Audit Act No. 19 of 2018, the Company is required to
maintain proper books and records of all its income, expenditure, assets and liabilities, to enable

annual and periodic financial statements to be prepared of the Company.

1.4 Auditor’s Responsibilities for the Audit of the Financial Statements

My objective is to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes my opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with Sri Lanka Auditing Standards will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to

influence the economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with Sri Lanka Auditing Standards, I exercise professional

judgment and maintain professional scepticism throughout the audit. I also:

. Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for my opinion. The
risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,

misrepresentations, or the override of internal control.

. Obtain an understanding of internal control relevant to the audit 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.

. Evaluate the appropriateness of accounting policies used and the reasonableness of

accounting estimates and related disclosures made by the management.

. Conclude on the appropriateness of the management’s use of the going concern basis of
accounting and based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Company’s ability to
continue as a going concern. If I conclude that a material uncertainty exists, I am required to
draw attention in my auditor’s report to the related disclosures in the financial statements or,

if such disclosures are inadequate, to modify my opinion. My conclusions are based on the
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audit evidence obtained up to the date of my auditor’s report. However, future events or

conditions may cause the Company to cease to continue as a going concern.

o Evaluate the overall presentation, structure and content of the financial statements, including
the disclosures, and whether the financial statements represent the underlying transactions

and events in a manner that achieves fair presentation.

I communicate with those charged with governance regarding, among other matters, significant
audit findings, including any significant deficiencies in internal control that I identify during my

audit.

2. Report on Other Legal and Regulatory Requirements

National Audit Act, No. 19 of 2018 and Companies Act, No. 7 of 2007 include specific provisions

for following requirements.

o Except for the effect of the matters described in the Basis for Qualified Opinion paragraph,
I have obtained all the information and explanation that required for the audit and as far as
appears from my examination, proper accounting records have been kept by the Company as
per the requirement of section 163(1) (d) of the Companies Act, No. 7 of 2007 and section

12 (a) of the National Audit Act, No. 19 of 2018.

. The financial statements of the Company comply with the requirement of section 151 of the

Companies Act, No. 07 of 2007.

® The financial statements presented is consistent with the preceding year as per the

requirement of section 6 (1) (d) (ii1) of the National Audit Act, No. 19 of 2018.

o The financial statements presented includes all the recommendations made by me in the
previous year as per the requirement of section 6 (1) (d) (iv) of the National Audit Act, No.

19 0f 2018.

Based on the procedures performed and evidence obtained which limited to matters that are

material, nothing has come to my attention;

° to state that any member of the governing body of the Company has any direct or indirect
interest in any contract entered into by the Company which are out of the normal course of

business as per the requirement of Section 12 (d) of the National Audit Act, No. 19 of 2018.
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to state that the Company has not complied with any applicable written law, general and
special directions issued by the governing body of the Company as per the requirement of

Section 12 (f) of the National Audit Act, No. 19 of 2018 except for;

Reference to Laws/Directions Description

(a) Financial Regulations (F.R) of the
Government of the Democratic

Socialist Republic of Sri Lanka

(i) E.R 371 as amended by Public The advances (sub-imprests) obtained should be
Finance Circular No. 03/2015 of settled immediately after the completion of the
14 July 2015 and Delegation of purposes for which it was granted. However,
Financial ~ Authority of the purchase advances aggregating Rs. 129,754,256
Company granted to various parties by the Base Offices had not

been settled even as at 31 December 2018 and out of
that a sum of Rs. 43,027,772 relating 06 Base Offices
had not been settled even though the outstanding
periods ranging from 01 to 22 months. In the
meantime, advances aggregating Rs.2,518,899
granted in 28 instances by the Base Office of North
Central had been settled after delaying 01 to 23

months.

(11) Financial Regulation 262 (2) All vouchers paid and their supporting documents
should be stamped with the “PAID” stamp which
should bear the date of payment as recorded in the
cash book. However, according to the audit test check
it was revealed that the Base Office of North Central
Province had not complied this requirement in respect
of payments amounting to Rs. 2,831,053 made in 7

instances during the year under review.

CENTRAL ENGINEERING SERVICES (PY Al Report 2018 | CESL
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(b) Public Enterprises Circular No.
PED/12 of 02 June 2003.
(i) Paragraph 4.2.5 Age analysis of stocks and statements identifying

slow moving and obsolete stocks had not been

reviewed by the Board on a monthly basis.

(i1) Paragraph 9.3.1 Without an approved Scheme of Recruitments and
Promotions, the Company had recruited 792 officers
for several posts under fixed, fixed term contract, job

contract and assignment basis to the Company.

(¢) Guideline 4.2.1 of the Government The Company had not prepared a Master

Procurement Guidelines Procurement Plan for the year under review.

to state that the Company has not performed according to its powers, functions and duties

as per the requirement of Section 12 (g) of the National Audit Act, No. 19 of 2018.

to state that the resources of the Company had not been procured and utilized economically,
efficiently and effectively within the time frames and in compliance with the applicable laws
as per the requirement of Section 12 (h) of the National Audit Act, No. 19 of 2018 except

for;

- As a practice, the Base Offices of the Company had procured the construction materials,
such as cement, sand, steel, bricks, paints etc. amounted to Rs. 4,203,562,421 at various
rates from several suppliers in time to time without being procured on bulk basis by
selecting proper suppliers after determining the entire requirement for the period in
consultation with relevant authorities. If the Company could have purchased entire
materials requirement for all construction projects from the proper suppliers after making

a sound forecasting, the Company would have saved a large amount of public money.

CES
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3. Other Audit Observations

(a) The Company had invested an amount aggregating Rs. 1,985,105,933 in short term
investment sources such as Repo, savings account and fixed deposits etc. during the year
under review and earned a net interest income of Rs.105,933,591 on such investments.
Further, this net interest income is represent 61.2 per cent of the profit before tax of the year

under review.

(b) Temporary and permanent overdraft facility of Rs. 200 million had been obtained by three
Base Offices during the year under review even though there were favourable cash balances
amounting to Rs. 1,985,105,933 in other Base Offices of the Company throughout the year.
However, the management of the Company had not paid their attention to utilized the excess
cash by transferring required cash among the Bases in a proper way instead of allowing for
obtain bank overdraft. As a result, the Company had incurred an overdraft interest amounting

to Rs. 9,836,364 during the year under review.

(¢) Debtor aggregating Rs. 271,054,607 had been outstanding from 3 to 4 years as at 30 June
2019. Further, debtor balances of Rs.240,638,735 relating to completed projects had not been

recovered for more than 02 years as at 30 June 2019.

(d) Retention receivable as at 31 December 2018, was amounting to Rs.2,125,606,192. Out of
that a sum of Rs.175,635,390 and Rs.1,737,437 relating to completed projects were
outstanding from 3 to 5 years and over 5 years respectively without being taken proper

recovery actions.

(e) Creditors and retention payables as at 31 December 2018 were amounting to
Rs.2,521,116,255 and Rs.494,475.831 respectively. According to the age analysis provided
for audit, the creditors amounting to Rs.156,742,320 and retention payables amounting to

Rs.21,621,871 had remained from 2 to 5 years without being settled.

(f)  Once the projects work undertaken by the Company is completed, there should not be a due
from customers or due to customers. However, the balances of Rs.399,194,489 and
Rs.13,331,669 relating to completed projects were shown as due from customers and due to

customers respectively without making proper adjustments in the accounts.

(g) Mobilization advances received amounting to Rs.229,710,197 with regard to fully completed

construction projects of 07 Base Offices had remained in the accounts as at 31 December




(h)

(1)

| &H8® desne MOEIRE

| Bx8Mu samEsTUn SIMVHLD

l NATIONAL AUDIT OFFICE
NAOSL

2018 without being settled. However, the reasons for these unsettled balances had not been

furnished to audit.

According to the information provided for audit, the Company has sustained a gross loss of
Rs.724,162.239 from 154 completed construction projects during the year under review
which implemented by nine Base Offices of the Company due to inefficiencies in bidding
procedures and implementations, while a further loss of Rs.189,886,903 was reported from

22 on-going projects in the year under review. Details are shown below.

Projects completed with significant loss

Name of the  Number of Contract Cumulative Project Loss
Base Office Projects Amount Cost
Rs. Rs. Rs.
East 04 171,002,475 207,001,842 (35,999,367)
WP2 08 1,295.477,436 1,383,670,968 (88,193,532)
WP 04 45,523,278 52,533,792 (7,010,514)
Central 13 392,019,860 428,392,041 (36,372,181)
North 02 404,506,461 450,293,194 (45,786,733)
Sabaragamuwa 02 107,714,066 118,775,887 (11,061,821)
South ] 961,215,866 1,064,476,585  (103,260,719)
Uva 18 479,059,014 542,841,814 (63,782,800)
North Central 66 48,384,685 2,462,156,076  (255,004,638)
MKDP 22 1.267.959.427 1.345.649.361 (77,689.934)
154 5.172.862.568  8.055,791.560  (724.162.239)

Out of the above projects, 43 per cent of the projects were belongs to the North Central
(Anuradapura) Base of the Company and the net loss incurred by this Base up to 31

December 2018 was approximately Rs. 255 million.
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