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}> Statement of Comprehensive Income

FOR THE YEAR ENDED 31°' DECEMBER

Revenue

Cost of Sales

Gross Profit

Other Income
Administration Expenses

Selling and Distribution Expenses

Results from Operating Activities
Finance Income

Finance Cost

Net Finance Income

Profit Before Income Tax

Tax Expense

Profit/(Loss) for the Year
Other Comprehensive Income

Revaluation of Motor Vehicles
Actuarial Gain/(Loss) on Defined Benefit Plans
Other comprehensive income for the year

Total comprehensive income for the year

Figures in brackets indicates deductions.

The Notes to the Financial Statements set out on Pages 43 to 71 form an intergral part of these Financial

Statements.

Note

6

18.(d)

8,298,388,145

6,694,097,650

(7,457,567,346) (6,071,858,186)
840,820,799 622,239,464
34,927,013 71,240,454
(726,509,060) (755,799,295)
(10,324,540) (131,726)
138,914,212 (62,451,102)
128,725,118 148,042,802
(12,717,367) (15,192,456)
116,007,751 132,850,346
254,921,963 70,399,244
(44,305,160) (11,252,105)
210,616,804 59,147,138
= 194,550,564
(5,034,772) (1,668,920)
(5,034,772) 192,881,644
205,582,032 252,028,783
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AT 31°" DECEMBER

Assets

Non-Current Assets
Property, Plant and Equipment
Right-of-Use Assets
Work In Progress - Capital Assets
Long Term Investments

Total Non-Current Assets

Current Assets
Inventories
Working Progress
Trade and Other Receivables
Short Term Investments
Cash and Cash Equivalents
Total Current Assets

Total Assets

Equity and Liabilities
Contributed Capital
Revaluation Reserve

Retained Earnings

Non Current Liabilities
Retirement Benefit Obligation
Differed Tax
Amounts Due to Related Companies

Total Non Current Liabilities

Current Liabilities
Trade and Other Payables
Income Tax Payables
Inter Base current accounts
Bank Overdraft

Total Current Liabilities

Total Equity and Liabilities

P> Statement of Financial Position

Note

10
11
12
13

14
15
16
13
17

18
19

20
21

17

549,037,611 567,675,122
14,147,577 14,661,752
28,101,690 27,826,616

591,286,878 610,163,490

1,027,024,303 723,214,220

35,198,733 105,091,340
8,392,861,091 8,519,898,117
2,336,348,436 2,291,209,712

651,195,770 308,434,117

12,442,628,333 11,947,847,506
13,033,915,212 12,558,010,997
10,000,020 10,000,020
194,550,564 194,550,564
859,431,598 652,343,692
1,063,982,183 856,894,276
29,209,476 19,175,983
16,405,331 17,487,459
1,431,239,453 1,652,545,483
1,476,854,261 1,689,208,925
10,476,146,824 9,991,798,500
16,931,945 20,109,297
10,493,078,769 10,011,907,796
13,033,915,212 12,558,010,997
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Figures in brackets indicates deductions.

The Notes to the Financial Statements set out on Pages 43 to 71 form an intergral part of these Fina

Statements.

It is certified that the Financial Statements have been prepared in compliance with the requirements of the
Companies Act, No. 07 of 2007.

Tl X"

Mr. J. M. B. Jayaweera Eng. L. W. J. N. De. Alwis
Chief Financial Officer Chief Executive Officer

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

i R

Eng. K. W. Ivan De Silva Mr. D. Mabopitiya
Chairman Director
31t March 2022
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»> Cash Flow Statement

FOR THE YEAR ENDED 31°" DECEMBER

Cash Flows from Operating Activities
Profit Before Tax

Adjustments for:
Depreciation on Property, Plant and Equipments
Provision for Bad and Doubtful Debts
Prior Year Adjustment
Assets Written Off
Provision for Gratuity
Bad Debt Provision
Profit on disposal of Property, Plant and Equipments
Amotization of land lease
Actuarial Gain/(Loss) on Defined Benefit Plans
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)/Decrease in Working In Process

Increase in General Suspense Account Credit Balance

Cash Generated from Operating Activities

Interest paid
Tax paid
Gratuity paid
Net Cash Flows from Operating Activities

Cash Flows from Investing Activities
Acquisition of Property, Plant and Equipment
Acquisition of Leasehold property
Investment in Capital Work in Progress

Proceeds from sale of Property, Plant and Equipment

Acquisition of Subsidiary
Investment in Short Term Deposit
Investment Long Term Investment
Dividend Income
Interest Income

Net Cash Flows from Investing Activities

254,921,963

70,399,244

164,658,587 148,191,948
1,505,876
12,122,613 7,418,761
1,794,654 803,773
514,175 514,174
(5,034,772) (1,668,920)
(116,007,751) (132,850,346)
314,475,345 92,808,635
(303,810,083) 3,900,496
125,531,150 809,813,785
484,348,325 (419,726,316)
(221,306,030) 52,348,808
69,892,608 (25,152,819)
469,131,314 513,992,589
(12,717,367) (15,192,456)
(47,058,763) (25,162,019)
(2,089,120) (1,313,841)
407,266,064 472,324,273
(149,671,632) (92,870,667)
(275,074) -
1,855,901 917,700

(45,138,724)

128,725,118

(531,228,122)

148,042,802

(64,504,411)

(475,138,288)
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»> Cash Flow Statement (Continued)

THE YEAR ENDED 31°" DECEMBER

Cash Flows from Financing Activities

Proceed from Issue of Shares = -
Dividends paid - -
Repayment of Loan - -
Payment of Finance Lease Liabilities - -

Net Cash from Financing Activities - -

Net Increase/(Decrease) in Cash and Cash Equivalents 342,761,653 (2,814,015)
Cash and Cash Equivalent at the beginning 308,434,116 311,248,129
Cash and Cash Equivalent at the end 651,195,770 308,434,116

Figures in brackets indicates deductions.

The Notes to the Financial Statements set out on Pages 43 to 71 form an intergral part of these Financial

Statements.
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D> Notes to the Financial Statements
FOR THE YEAR ENDED 315" DECEMBER 2021

1. Corporate Information

1.1. General Information

Central Engineering Services (Pvt) Ltd. ( Company’), 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.
Central Engineering Services (Pvt) Ltd., was incorporated on 16" December, 2003 under the Companies
Act, No. 17 of 1982 and has been re-registered on 6" November, 2009 under the Companies Act, No. 07
of 2007. However, the Company has commenced its operations only in the year 2011 and had no operations
before that year.

1.2. 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.

1.3. Principal Office

No. 415, Bauddhaloka Mawatha, Colombo 07.

1.4. Company Secretary

Mrs. E. S. P. Gunathunga

No. 415, Bauddhaloka Mawatha, Colombo 07.
1.5. List of Banks

Bank of Ceylon

People’s Bank
1.6. Significant Shareholdings

The sole shareholder of the Company at the end of the year was as follows:

Shareholders No. of Value per Share Total Value Percentage of
Shares (Rs.) (Rs.) Holding
Central Engineering 100,000 100 10,000,000 100%
Consultancy Bureau 2 10 20 ?
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P> Notes to the Financial Statements (Continued)

THE YEAR ENDED 315" DECEMBER 2021

. Summary of Significant Accounting Policies
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.

2.1. Basis of Preparation

2.1.1 Statement of Compliance

The Financial Statements of the Company comprise the Statement of Financial Position, Statement of
Profit or Loss and Other Comprehensive Income, Statement of Changes in Equity and Statement of Cash
Flows together with the Accounting Policies and Notes (the Financial Statements) have been prepared in
accordance with Sri Lanka Accounting Standards (SLFRSs / LKASs) laid down by The Institute of Chartered

Accountants of Sri Lanka (CA Sri Lanka) and with the requirement of the Companies Act No. 07 of 2007.
2.1.2 Components of the Financial Statements

Financial Statements include the following components:

a) The Statement of Comprehensive Income: Providing information on the financial performance of the

Company for the year.

b) The Statement of Financial Position: Providing information on the financial position of the Group and

the Company as at the year-end.

¢) The Statement of Changes in Equity: Providing information on the movements of stated capital and

reserves of the Group and the Company during the year under review.

d) The Statement of Cash Flows: Providing information on the generating of cash and cash equivalents

and utilization of the same.
e) Notes to the Financial Statements: Comprising accounting policies and other explanatory notes.
The Financial Statements for the year ended 315tDecember 2021, were authorized for issue by the Board
of Directors on 31 March 2021.
2.1.3 Responsibilities for the Financial Statements

The Board of Directors is responsible for the preparation and presentation of the Financial Statements
of the Company as per provisions of the Companies Act No. 07 of 2007 and the Sri Lanka Accounting
Standards (SLFRSs / LKASs).
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D> Notes to the Financial Statements (Continued)
FOR THE YEAR ENDED 315" DECEMBER 2021

2.1.4 Financial Period

The financial period of the Company represents a twelve months period from 1t January 2021 to 31
December 2021.

2.1.5 Functional and Presentation Currency

Items included in the Financial Statements of the Company are measured using the currency of the
primary economic environment in which the entity operates. The Company Financial Statements are
presented in Sri Lankan Rupees (Rs.), which is the Company’s functional currency.

2.1.6 Basis of Measurement

These Financial Statements have been prepared on the historical cost basis except for the following
material items in the Statement of Financial Position:
a) Financial assets and financial liabilities that have been measured at fair value - LKAS 39

b) Employee benefit liability recognized based on actuarial valuation - LKAS 19

¢) Inventories are carried at their present value - LKAS 2

2.1.7 Comparative information

Comparative information including quantitative, narrative and descriptive information as relevant is
disclosed in respect of previous period in the Financial Statements. The presentation and
classification of the Financial Statement of the previous year are amended, where relevant for better
presentation and to be comparable with those of the current year.

2.1.8 Rounding

All financial information presented in Sri Lankan Rupees has been rounded to the nearest Rupee (Rs.),
except when otherwise indicated.

2.1.9 Offsetting

Assets and liabilities orincome and expenses, are not offset unless required or permitted by Sri Lanka
Accounting Standards.

2.1.10 Materiality and Aggregation

Each material class of similar items is presented separately in the financial statements. Items of a
dissimilar nature or function are presented separately, unless they are immaterial.
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P> Notes to the Financial Statements (Continued)

THE YEAR ENDED 315" DECEMBER 2021
.1.11 Significant Accounting Judgments, Estimates and Assumptions

The preparation of the Company’s Financial Statements requires management to make judgments,
estimates and assumptions that affect the reported amounts of revenues, expenses, assets and
liabilities and the accompanying disclosures and the disclosure of contingent liabilities. Uncertainty
about these assumptions and estimates could result in outcomes that require a material
adjustment to the carrying amount of assets or liabilities affected in future periods.

The key assumptions concerning the future and other key sources of estimation uncertainty at the
reporting date, that have a significant risk of causing a material adjustment to the carrying amounts
of assets and liabilities within the next financial year, are also described in the individual Notes of
the related financial statement line items below.

The Company based its assumptions and estimates on parameters available when the Company
financial statements were prepared. Existing circumstances and assumptions about future
developments, however, may change due to market changes or circumstances arising that are
beyond the control of the Company. Such changes are reflected in the assumptions when they
occur.

Management considered the following items, where significant judgments, estimates and
assumptions have been used in preparing these financial statements:
Going Concern

The 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,
management is not aware of any material uncertainties related to the event of conditions 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 a going concern basis.

Information about judgments, assumptions and estimation uncertainties that have an effect on the
amount recognized and significant risk of resulting in a material adjustment to the Company
Financial Statements is included in the following Notes:

a) Measurement of defined benefit obligation: key actuarial assumptions

b) Fair value measurement of financial instruments

¢) Impairment of financial assets: key assumption underlying recoverable amount

d) Income Tax (current tax and deferred tax)

e) Recognition and measurement of provisions and contingencies: key assumption about the
likelihood and magnitude of an outflow of resources

f) Estimating the useful lives of Property, Plant and Equipment (PPE)
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D> Notes to the Financial Statements (Continued)

FOR THE YEAR ENDED 31°" DECEMBER 2021

2.1.12 Current versus Non-current Classification

The Company presents assets and liabilities in the Statement of Financial Position based on
current/non-current classification.

An asset is classified as current, when it is:

a) Expected to be realized or intended to sold or consumed in the normal operating cycle;

b) Held primarily for the purpose of trading;

¢) Expected to be realized within twelve months after the Reporting Period; Or

d) Cash or cash equivalent unless restricted from being exchanged or used to settle a liability for at
least twelve months after the Reporting Period.

The Company classifies all other assets as non-current.

A liability is classified as current, when it is:

a) It is expected to be settled in the normal operating cycle;

b) Itis held primarily for the purpose of trading;

¢) Itis due to be settled within twelve months after the Reporting Period; Or

d) There is no unconditional right to defer the settlement of the liability for at least twelve months

after the Reporting Period.

The Company classifies all other liabilities as non-current. Deferred tax liabilities are classified as
non-current liabilities.

2.1.13 Borrowing Costs

Borrowing costs directly attributable to the acquisition, construction or production of an asset that
necessarily takes a substantial period of time to get ready for its intended use or sale are capitalized
as part of the cost of the asset. All other borrowing costs are expensed in the period in which they
occur using the EIR method.

Borrowing costs consist of interest and other costs that an entity incurs in connection with the
borrowing of funds.

2.1.14 Statement of Cash Flows

The Statement Cash Flows has been prepared using the ‘indirect method’ in accordance with Sri
Lanka Accounting Standard - LKAS - 7 on ‘Statement of Cash Flows'. Cash and cash equivalent
comprise cash in hand, cash at bank and Short Term investments that are readily convertible to
known amount of cash and subject to an insignificant risk of change in value.

Annual Report 2021 | Central Engineering Services (Pvt) Ltd.




P> Notes to the Financial Statements (Continued)

THE YEAR ENDED 315" DECEMBER 2021
.1.14 Statement of Cash Flows (Cont.)

Interest received and dividends received are classified as investing cash flows, while dividend paid
is classified as financing cash flow and interest paid is classified under the operating cash flows for
the purpose of presentation of Statement of Cash Flows.

Bank overdrafts and Short Term borrowings that are re-payable on demand and form an integral
part of the Company’s cash management are included as a component of cash and cash
equivalent for the purpose of the Statement of Cash Flows.

2.2. Foreign Currency Translation
Transactions and Balances

All foreign exchange transactions are converted to functional currency. The Company determines
the functional currency and items included in the Financial Statements of Company are measured
using that functional currency.

Transactions in foreign currencies are initially recorded by the Company at their respective
functional currency spot rates at the date the transaction first qualifies for recognition.

Monetary assets and liabilities denominated in foreign currency are retranslated to functional
currencies equivalents at the spot rate of exchange 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.

Foreign currency differences are generally recognized in Statement of Profit or Loss.

2.3. Property, Plant and Equipment

The Company applies the requirements of LKAS 16 on ‘Property Plant and Equipment’ in
accounting for its owned assets which are held for and use in the provision of the services or for
administration purpose and are expected to be used for more than one year.

2.3.1 Recognition and Measurement

Property, plant and equipment are recognized if it is probable that future economic benefits
associated with the asset will flow to the Company and the cost of the asset can be reliably
measured.
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D> Notes to the Financial Statements (Continued)

FOR THE YEAR ENDED 31°" DECEMBER 2021

2.3.1 Recognition and Measurement (Cont.)

All items of property, plant and equipment are initially recorded at cost. The Company applies cost
model to property, plant and equipment and records at cost of purchase or construction together
with any incidental expenses thereon less accumulated depreciation and any accumulated
impairment losses. The carrying values of property plant and equipment are reviewed forimpairment
when events or changes in circumstances indicate that the carrying value may not be recoverable.

When an asset’s carrying amount is increased as a result of a revaluation, the increase shall be
recognised in other comprehensive income and accumulated in equity under the heading of
revaluation surplus. However, the increase shall be recognised in profit or loss to the extent that it
reverses a revaluation decrease of the same asset previously recognised in profit or loss.

When an asset’s carrying amount is decreased as a result of a revaluation, the decrease shall be
recognised in profit or loss. However, the decrease shall be recognised in other comprehensive
income to the extent of any credit balance existing in the revaluation surplus in respect of that asset.
The decrease recognised in other comprehensive income reduces the amount accumulated in equity
under the heading of revaluation surplus.

The revaluation surplus included in equity in respect of an item of property, plant and equipment
may be transferred directly to retained earnings when the asset is de-recognised.

2.3.2 Freehold Assets

The cost of an item of property, plant and equipment comprise of 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 labour, and any other costs directly
attributable to bringing the asset to the working condition for it intended use. This also includes cost
of dismantling and removing the items and restoring in the site on which they are located and
borrowing costs on qualifying assets.

When parts of an item of property, plant and equipment have different useful lives, they are
accounted as separate items (major component) of property, plant and equipment.

Property, plant and equipment transferred from customers are initially measured at fair value at the
date on which control is obtained. Purchased software that is integrated to the functionality of the
related equipment is capitalized as part of equipment.

2.3.3 Leasehold Assets

Leases in terms of which the Company 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.
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P> Notes to the Financial Statements (Continued)

THE YEAR ENDED 315" DECEMBER 2021
.3.3 Leasehold Assets (Cont.)

Prepaid lease rentals paid to acquire land use rights are amortized over the lease term in accordance
with the pattern of benefits provided. The impairment loss if any is recognized in the Statement of
Profit or Loss.

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

2.3.5 De-recognition

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

2.3.6 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 Company 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 (orincluded in a disposal Company that is classified as held for sale) and
the date that the asset is de-recognized.

Depreciation is not charged on Freehold Land and Capital Work in Progress. The estimated useful
lives are as follows:

Asset Category Useful Lives (years)
Building 13 1/3 years

Motor Vehicle 10 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

Container 5years

Library Books 8 years
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D> Notes to the Financial Statements (Continued)

FOR THE YEAR ENDED 31°" DECEMBER 2021

2.3.6 Depreciation (Cont.)

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.

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.

2.3.7. Capital Work in Progress - PPE

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.

2.3.8. Work in Progress - Computer software (Intangible asset)

An Intangible asset is recognized if it is probable that future economic benefit associated with the
assets will flow to the Company and cost of the asset can be reliably measured. The ERP software is
being developed. The development cost of ERP system can be clearly identified, reliably measured
and it's probable that they will lead to future economic benefits, are included in the Statement of
Financial Position under the category of intangible assets work-in-progress and carried at cost.

2.3.9 Motor vehicles

Motor vehicles to be depreciated on a straight line method on revalued /written down amounts
appearing in the accounts after leaving out 20% residual value on all classes of motor vehicles.
Estimated useful life of all the motor vehicles should be considered as 10 years since 01.01.2021.

2.4 Financial Instruments

2.4.1 Financial Assets & Financial Liabilities

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 Company
classifies its financial liabilities in the following categories; financial liabilities at fair value through
profit or loss and loans and borrowings.
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P> Notes to the Financial Statements (Continued)

THE YEAR ENDED 315" DECEMBER 2021
.4.1 Financial Assets & Financial Liabilities (Cont.)

The classification depends on the purpose for which the financial assets / liabilities were acquired.
Management determines the classification of its financial assets / liabilities at initial recognition and
re-evaluates this designation at every reporting date.

2.4.2 Initial Recognition and Measurement

The Company recognizes a financial asset or a financial liability in its statement of financial position
when the entity becomes party to the contractual provisions of the instrument.

Company initially measures its financial assets at fair value. In case of a financial asset not at fair value
through profit or loss, transaction costs that are directly attributable to the acquisition of the financial
asset, are added to the cost of financial asset.

Company initially measures its financial liabilities at fair value. In case of a financial liability not at fair
value through profit or loss, transaction costs that are directly attributable to the issue of the financial
liabilities, are deducted from carrying value. Trade receivables are initially measured at transaction
price as stated in SLFRS 15.

2.4.3 Classification of Financial Assets
(i) Financial assets are classified as subsequently measured at amortized cost, Fair Value through
other comprehensive income or fair value through profit or loss based on

a) The company’s business model for managing the financial assets and;

b) The contractual cash flow characteristics of the financial assets

(ii) Financial Assets Measured at Amortized Cost
A Financial asset is measured at amortized cost if both the following conditions are met:

a) The financial asset is held within a business model whose objective is to hold financial assets in
order to collect contractual cash flows and,

b) The contractual terms of the financial asset give rise on specified dates to cash flows that are
solely payments of principal and interest on the principal amount outstanding.

(iii) Financial Assets Measured at Fair Value through Other Comprehensive Income

A financial asset is measured at fair value through other comprehensive income, if both of
following conditions are met.

a) The financial asset is held within a business model whose objective is achieved by both
collecting contractual cash flows and selling financial assets and,

b) The contractual terms of the financial asset give rise on specified dates to cash flows that are
solely payments of principal and interest on the principal amount outstanding.
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D> Notes to the Financial Statements (Continued)

FOR THE YEAR ENDED 315" DECEMBER 2021
2.4.3 Classification of Financial Assets (Cont.)

(iv) Financial Assets Measured at Fair Value through Profit or Loss

A financial asset is measured at fair value through profit or loss unless it is measured at amortized
cost or fair value through other comprehensive income in accordance with paragraph (ii) and
(iii) above.

2.4.4 Classification of Financial liabilities

Financial liabilities are subsequently measured at amortized cost, except for,
a) Financial liabilities at fair value through profit or loss.

b) Commitments to provide a loan at a below-market interest rate.

2.4.5 Reclassification
(i) Financial assets are reclassified when and only when the company changes its business model for
managing financial assets.

If the company reclassifies financial assets, such reclassification is applied prospectively from the
reclassification date and previously recognized gains, losses (including impairment gains or losses)
are not restated.

(i) Financial liabilities are not reclassified

2.4.6 Amortized cost Measurement

Interest revenue is calculated by using the effective interest method by applying effective interest
rate to the gross carrying value of financial assets.

2.4.7 Impairment

The company recognizes a loss allowances for expected credit losses on a financial asset. Where on
the reporting date the credit risk on the financial instrument has increased significantly since initial
recognitions, loss allowances at an amount equal to the lifetime expected credit losses is made.

Where on the reporting date the credit risk on the financial instrument has not increased
significantly since initial recognitions, loss allowances is measured for that financial instrument at
an amount equivalent to 12 month expected credit losses.

2.4.8 De-recognition of Financial Assets

The company de-recognizes financial assets when:
a) The contractual rights to the cash flows from the financial asset expire, or

b) It transfers the financial asset and the transfer qualifies for De-recognition.
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4.9 De-recognition of Financial Liabilities

A financial liability is removed (or a part of a financial liability) from its statement the financial
position when, and only when, it is extinguished—ie when the obligation specified in the contract is
discharged or cancelled or expires.

2.5 Trade 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 amortized cost using the effective interest rate method. Other
receivables that are not financial assets measured at the cost.

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 recognized immediately in the statement of comprehensive
income.

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.

2.6 Inventories

Inventories are measured at the lower of cost and net realizable 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.

Net realizable value is the estimated selling price in the normal course of business less estimated
cost of realization and/or cost of conversion from their existing state to saleable condition. The
Company follows the first in first out (FIFO) cost formula to issue and measure the inventories.

Inventory movement is reviewed at the end of the Reporting Period by an expert to assess the
recoverability of inventory and the items that are identified as irrecoverable are written off during
the year.

Work in Progress

Work in Progress represents the cost incurred in respect of unbilled work done as at the end of the
year. It is measured at the amount of expenditure incurred from the last date of billing (or Valuation)
up to the end of the financial year. Cost includes all expenditure related directly to specific
projects and an allocation of fixed and variable overheads incurred in the Company’s contract
activities based on normal operating capacity.
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2.7 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 recognized 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 recognized for the asset or group of
related assets in prior years. A reversal of an impairment loss is recognized immediately in the
statement of comprehensive income.

2.8 Cash and Cash Equivalents

Cash and cash equivalents comprise cash balances. Bank overdrafts that are repayable on demand
and form an integral part of the Company’s cash management are included as a component of cash
and cash equivalents for the purpose of the statement of cash flows.

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.

2.9 Stated Capital

Ordinary shares are classified under equity.

2.10 Liabilities, Provisions and Contingencies

Provisions are recognized 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. Other liabilities are recorded at the cash value to be realized when
settled. Provisions are calculated based on the historical experience and the specific terms in the
individual cases. The Company arrives at an estimate on the basis of an evaluation of the most likely
outcome. All known provisions have been accounted for in preparing the Financial Statements.

Contingent liabilities are possible obligations whose existence will be confirmed only by uncertain
future events or present obligations where the transfer of economic benefit is not probable or cannot
be readily measured. Further, contingent liabilities are not recognized in Statement of Financial
Position but are disclosed unless its occurrence is remote.
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.10 Liabilities, Provisions and Contingencies (Cont.)

Currently, the Company does not have pending litigations and claims arising out of the normal
conduct of the business. The Company does not expect the pending litigations and claims,
individually and in aggregate, to have a material impact on Company’s financial position, operating
profit or cash flows.

2.10.1 Legal Cases Filed Against the Company
At labor Tribunal

Case No-27 /Anu /2584/2020
A.A.C.S.Wijewardana Vs. Central Engineering Services (Pvt) Ltd

Labor dispute has been arisen due to termination of service of the Employee and claims for reinstate
with salary arrears and compensation. Legal proceeding is going on.

Case No - 23/Ku/26/2020
K.M.C.P. Karunarathne Vs. Central Engineering Services (Pvt) Ltd

Labor dispute has been arisen due to termination of service of the Employee and claims for reinstate
with salary arrears and compensation. Legal proceeding is going on.

Case No -LT/03/92/2021
R.M.R.Sadamali Vs. Central Engineering Services (Pvt) Ltd

Labor dispute has been arisen due to termination of service of the Employee and claims for reinstate
with salary arrears and compensation. Legal proceeding is going on

2.11 Employee Benefits
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 recognized as an employee
benefit expense in profit or loss in the periods during which services are rendered by employees.
Prepaid contributions are recognized as an asset to the extent that a cash refund or a reduction in
future payments is available.
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2.11 Employee Benefits (Cont.)

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 Company contributes 12% and 3% of gross emoluments of employees to
Employees’ Provident Fund and Employees’ Trust Fund respectively

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 liability recognized in the Statement of Financial Position in respect of defined benefit plan is the
present value of defined benefit obligation at the reporting date. The defined benefit obligation is
calculated annually by Independent Actuaries using Projected Unit Credit (PUC) method as
recommended by LKAS 19 - ‘Employee Benefits'. Actuarial gains and losses for the defined benefit
plans are recognized in full in the period in which they occur in Other Comprehensive Income. The
liability is not externally funded.

However, according to the Payment of Gratuity Act No. 12 of 1983, the liability for gratuity payment
to an employee arises only after the completion of five years of continued service.
2.12 Current and Deferred Tax

Income tax expense comprises current and deferred tax. It is recognized in profit or loss account.

2.12 Current and Deferred Tax
2.12.1 Current Tax

Current tax comprises the expected tax payable or receivable on the taxable income or loss for the
year and any adjustment to the tax payable or receivable in respect of previous years. The amount of
current tax payable or receivable is the best estimate of the tax amount expected to be paid or
received that reflects uncertainty related to income taxes, if any.

It is measured using tax rates enacted or substantively enacted at the Reporting Date. Current tax also
includes any tax arising from dividends.

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 new Inland Revenue Act
No. 24 of 2017 and any amendments thereto. Applicable income tax rate is 14% for the Company.

Current tax assets and liabilities are offset only if certain criteria are met.
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.12.1 Current Tax (Cont.)

Current tax relating to items recognized directly in equity is recognized in equity and not in the
Statement of Profit or Loss. Management periodically evaluates positions taken in the tax returns
with respect to situations in which applicable tax regulations are subject to interpretation and
establishes provisions where appropriate.

2.12.2 Deferred Taxation

Deferred tax is recognized 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 assets are recognized for unused tax losses, unused tax credits and deductible
temporary differences to the extent that it is probable that future taxable profits will be available
against which they can be used. Deferred tax assets are reviewed at each Reporting Date and are
reduced to the extent that it is no longer probable that the related tax benefit will be realized;
such reductions are reversed when the probability of future taxable profits improves.

Unrecognized deferred tax assets are reassessed at each Reporting Date and recognized to the
extent that it has become probable that future taxable profits will be available against which they
can be used.

Deferred tax is measured at the taxrates that are expected to be applied to temporary differences
when they reverse, using tax rates enacted or substantively enacted at the Reporting Date.

The measurement of deferred tax reflects the tax consequences that would follow from the manner
in which the Company expects, at the Reporting Date, to recover or settle the carrying amount of its
assets and liabilities.

Deferred tax relating to items recognized outside profit or loss is recognized outside profit or loss.
Deferred tax items are recognized in correlation to the underlying transaction either in Other
Comprehensive Income or directly in equity.

Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right exists to
set-off current tax assets against current tax liabilities and the deferred taxes relate to the same
taxable entity and the same taxation authority.

Significant Judgments Relating to Deferred Taxes

Deferred tax assets are recognized for unused tax losses to the extent that it is probable that taxable
profit will be available against which the losses can be utilized. Significant management judgment
is required to determine the amount of deferred tax assets that can be recognized, based upon the
likely timing and the level of future taxable profits, together with future tax planning strategies.
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2.13 Leases

Finance Leases

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

Initial Recognition and Subsequent Measurement

Initially, assets held under financial lease and financial lease liabilities are recognized 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.

Operating leases

Payments made under operating leases are recognized in profit or loss on a straight-line basis over
the term of the lease.

2.14 Revenue Recognition

Revenue is the income arising in the course of an entity’s ordinary activities. According to SLFRS 15,
revenue is recognized when a customer obtains control of the goods or services and at the amount
of consideration to which the company expects to be entitled (when the Company satisfies a
performance obligation). The goods or a service is transferred when the customer obtains control of
that asset at a point in time or over time which requires judgments. SLFRS 15 introduces a five-step
model for recognizing revenue from contracts with customers.

The Company account for a contract with a customer only when all of the following criteria are met:

a) The parties to the contract have approved the contract (in writing, orally or in accordance with
other customary business practices) and are committed to perform their respective obligations;

b) The Company can identify each party’s rights regarding the goods or services to be transferred;
¢) The Company can identify the payment terms for the goods or services to be transferred;

d) The contract has commercial substance (i.e. the risk, timing or amount of the Company’s future
cash flows is expected to change as a result of the contract); and

e) It is probable that the Company will collect the consideration to which it will be entitled in
exchange for the goods or services that will be transferred to the customer.
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.14 Revenue Recognition (Cont.)
Construction Contracts

Construction Revenue

Construction revenue is recognized in the statement of profit or loss in proportion to the stage
of completion of the contract (based on input method) in accordance with SLFRS 15-Revenue from
contracts with customers.

Under input method, revenue is recognized on the basis of the Company’s input to the satisfaction of
performance obligation relative to the total expected inputs (Estimated Cost) to the satisfaction of
that performance obligation.

For projects pending STC approval, the contract revenue is recognized only to the extent of 90% of
initial amount of revenue agreed in the contract plus any variations in contract work, claims and
incentive payments, to the extent that the company expects to be entitled.

Contract revenue is revised to the STC approved contract revenue approval, once is received from
STC (actual entitled amount). For other contracts the contract price includes initial amount agreed in
the contract plus any variations in the contract work.

2.15 Net Finance Income/(Cost)
2.15.1 Finance Income

Finance income comprises interest income on fund invested. Interest income is recorded using the
Effective Interest Rate (EIR), which is the rate that exactly discounts the estimated future 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 net finance
income in the Statement of Profit or Loss.

2.15.2 Finance Cost

Finance cost comprises interest expenses on borrowings. Interest expense is recorded as it accrues
using the Effective Interest Rate (EIR), which is the rate that exactly discounts the estimated future
cash payments through the expected life of the financial instrument or a shorter period, where
appropriate, to the net carrying amount of the financial liability.

Borrowing costs are recognized as an expense in the period in which they are incurred except those
that are directly attributable to the construction or development of Property, Plant and Equipment
which are capitalized as part of the cost of those assets during the period of construction or
development.
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2.16 Expenditure Recognition

Expenses are recognized in the profit or loss on the basis of a direct association between the costs
Incurred and the earnings of specific items of income. All expenditure incurred in the running of the
business has been charged to income in arriving at the profit for the year. Repairs and renewals are
charged to profit or loss in the year in which the expenditure is incurred. Expenditure is recognized
on accrual basis.

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.

Dividend Distribution

Dividend distribution to the Company's shareholders is recognized as a liability in the Company's
financial statements in the period in which the dividends are approved by the Company's
shareholders.

2.17 Events after the Reporting Date

Events after the reporting period are those events favorable and unfavorable 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.

2.18 Earnings per Share

The Company presents basic earnings per share (EPS) for its ordinary shares. Basic EPS is calculated by
dividing the profit or loss attributable to ordinary shareholders of the Company by the weighted
average number of ordinary shares outstanding during the period.
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. Related Party Disclosure
3.1 Terms and Conditions of Transactions with Related Parties

The sales to and purchases from related parties are made on terms 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.

3.2 Transactions, Arrangements and Agreements Involving Key Management Personal (KMP) and
Their Close Family Members (CFM)

According to LKAS 24 - ‘Related Party Disclosures’, Key Management Personnel are those having
authority and responsibility for planning, directing and controlling the activities of the entity.
Accordingly, Board of Directors (including Executive and Non-Executive Directors) has been classified
as Key Management Personnel of the Company.

Close Family Members (CFM) of the KMP are those family members who may be expected to influence
or be influenced, by that KMPs in their dealing with the entity. They may include:

(@) The individual’'s domestic partner and children;
(b) Children of the individual's domestic partner; and

(c) Dependents of the individual or the individual’s domestic partner.

CFM is related parties to the entity. There were no transactions with CFM during the year.

3.3 Directors’ Loan

No loans have been given to the Directors of the Company.

4, Financial Risk Management Objectives and Policies

Financial Risk Management is the practice of economic value in a firm by using financial instrument,
manage exposure to risk face by the Company. The Company'’s principal financial assets include trade
and other receivables and cash and short term deposits that derive directly from its operations.

The major financial liabilities used by the Company are trade and other payables. The main purpose of
these financial investments is to finance the Company’s operations and to provide guarantees to
support its operations.

The Board of Directors has established Company’s risk management policies to identify analyze the
risk face by the Company and set appropriate risk limits and controls. Risk management policies and
systems are reviewed regularly and aim to develop a disciplinary constructive control environment, in
which all employees understand their roles and obligations through training, management standards
and procedures.
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4. Financial Risk Management Objectives and Policies (Cont.)

The Company Audit Committee oversees how management monitors compliance with the
Company'’s risk management policies and procedures and reviews the risk management framework in
relation to the risk face by the Company. The Company Audit Committee is assisted in its oversight
role by Internal Audit. Internal Audit undertakes both regular and ad hoc reviews of risk management
controls and procedures, the result of which are reported to the Audit Committee. The Committee
reports regularly to the Board of Directors on its activities.

The Company is exposed to key financial risks include Market Risk, Credit Risk, Liquidity Risk.

The Board of Directors revives, verifies, agree the policies for managing each type of risk which are
summarized below;

4.1 Market Risk

Market risk is the risk that fair value of future cash flows of financial instruments will fluctuate because
of changes in market price. The objective of market risk management is to manage and control market
risk exposures within acceptable parameters, while optimizing the return. All such transactions are
carried out within the guidelines set by the Risk Management Committee.

Market risk comprises of the following types of risk:

a) Interest rate risk

b) Currency risk

¢) Commodity price risk
d) Equity price risk

Financial instruments affected by market risk mainly include deposits.

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

4.1.1 Interest Rate Risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in the market interest rates. The exposure to the risk of changes market interest
rate relates primarily to the Company’s deposits with floating rate. The Company has interest earning
bank deposits which may cause risks to it as a result of the adverse movements in interest rates.

4.2 Credit Risk

Credit risk is the risk that counterparty will not meet its obligations under a financial instrument or
customer contract, leading to a financial loss. The Company is exposed to credit risk from its operating
activities (primarily trade receivables) and from its financing activities, including deposits with banks
and financial institutions, and other financial instruments.
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.2 Credit Risk (Cont.)

Trade Receivables

Customer credit risk is managed by each base office subject to Company’s established polices
procedures and controls relating to customer credit risk management.

The Company’s exposure to credit risk is influenced mainly by the individual characteristics of each
customer. Each Base Office monitors the customers’ financial standing. An impairment analysis is
performed at each Reporting Date on an individual basis for major clients. The calculation is based on
actual incurred historical data.

The Company evaluates the concentration of risk with respect to trade receivables as low, as its most
of customers are represent government departments and material payments being backed by
guarantees and enters contractual agreements with clients before starting the operations
(Constructions).

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

As at Trade Debtors Rs.
at 31°t December, 2020 4,175,713,609
at 315 December, 2021 3,553,874,957

4.3 Liquidity Risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting the obligations
associated with its financial liabilities that are settled by delivering cash or another financial asset. The
Company monitors its risk of a shortage of funds using a liquidity planning tools.

The Company'’s approach to managing liquidity risk is to ensure as far as possible that it will always
have sufficient liquidity meets its liability when due and maintaining the balance between financial
assets and liabilities and forecasting cash flows from operating activities, without incurring
unacceptable losses or risking damages to the Company's reputation.

The Company aims to maintain the level of its cash and cash equivalents and other highly marketable
debt instruments at an amount in excess of expected cash flows on financial liabilities. To measure and
mitigate liquidity risk, the Company closely monitors its net operating cash flow, forecasting and
maintaining a level of cash and cash equivalents and secured committed funding facilities from
financial institutions. Further, the Company mitigates its liquidity risk through proper working capital
management including cash management.
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Revenue
Construction Revenue
Consultancy Revenue

Cost of sales

Materials

Labour

Transport Charges

Tools

Overhead & Miscellaneous Expenses
Construction Services

Other Income

Hiring Income

ERP Revenue

Machinery/ Asset Hiring

Commission Income

Fees Income

Miscellaneous Revenue

Tender Fees Income

Asphalt Concreate, ABC & Rubbel Sales Income
Bad Debt Provision Reversal

Assets Disposal Profit / (Loss)
Asphalt/Crusher Plant Gain/ (Loss)
Production & Supplying pre-paint material
Landscaping Work

Operating Profit

The following items have been charged /
(credited) in arriving at the Operating Profit
Director's Emuluments

Auditor's Remuneration

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

Net Finance Income

Finance Income
Interest Income

Finance Cost
Interest Expenses

Net Finance Income

Tax Expenditures

Deferred Tax for the Year
Income Tax for the Year

8,296,964,466

6,682,116,589

1,423,679 11,981,061
8,298,388,145 6,694,097,649
3,197,016,669 2,908,236,724
2,512,428,464 1,697,569,096
355,853,877 205,407,727
62,634,991 15,522,027
983,453,976 818,118,732
346,179,370 427,003,880
7,457,567,346 6,071,858,186
45,431,944 20,169,863
2,270,610 2,772,415
13,465,303
205,364 1,389,966
(0) 0
34,319,498 64,312,907
1,288,000 204,500
(1,794,654) (803,773)
(60,753,937) (16,805,424)
494,886
34,927,013 71,240,454
776,070 1,007,500
1,454,126 1,556,247
164,658,587 148,191,948
1,367,778 89,750
297,988,615 322,742,837
212,325,007 230,628,941
19,965,032 22,597,005
65,698,575 69,516,891
128,725,118 148,042,802
128,725,118 148,042,802
(12,717,367) (15,192,456)
(12,717,367) (15,192,456)
116,007,751 132,850,346
(1,082,127) (24,278,167)
45,387,287 35,530,272
44,305,160 11,252,105
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D> Notes to the Financial Statements (Continued)
AS AT 315" DECEMBER
10.2 Fully Depreciated Property Plant & Equipments

The cost of fully depreciated Property, Plant & Equipment of the company which are still in use as at
the date of Statement of Financial Position as follows.

Free Hold PPE Fully Depreciated Depreciating Total

Land
Buildings - 64,317,758 64,317,758
Motor Vehicles 17,820,717 175,772,450 193,593,167
Office Equipment 10,554,877 46,106,209 56,661,086
Furniture & Fittings 4,447,068 35,477,941 39,925,009
Construction Instrument 138,995,680 429,196,754 568,192,435
Library Books - 523,505 523,505
Plant & Machinery 203,789,935 156,915,699 360,705,634
Computer 31,256,490 50,989,845 82,246,335
Containers 22,914,335 32,070,541 54,984,877
429,779,103 991,370,702 1,421,149,805

11 Right-of-use Assets
Prepaid Lease rental paid to acquire land use right are ammortised over the lease term in accordance
with pattern benefits provided. Lease Hold Property Comprising of land use rights and stated at
valuation are ammortised on a Straight line basis over the remaining lease term. The impairment losse
if any is recognised in the statement of Profit or Loss.

At beginning of the year 14,661,752 15,175,926
Acquisition of during the year -

Amortisation (514,175) (514,174)
At end of the year 14,147,577 14,661,752

11.1 Details of Leasehold Property
Lease hold property is the land which use to construct Sabaragamuwa base office. The Lease hold
land on a 30 years long term lease agreement entered with the Urban Development Authority (UDA)
Sri Lanka. Which Commenced from 08" July 2019 and is being amortised on a straight line basis over
a period of 30 year which commense from 08" July 2019.

Property Land Extent (in areas) Lease Period
Plan No 582 (Lot nos 7,8 & 9)

New Town Plan582  60P 30Years From
Rathnapura 08.07.2019

12  Capital Work In Progress
Internal Develop Software
Balance B/F - 17,716,616 17,716,616
Cost Incurred During the Year

17,716,616 17,716,616
Building Construction
Balance B/F - 10,110,000 10,110,000
Cost Incurred During the Year 275,074
Transferred -
28,101,690 27,826,616
13 Investments
Long term investment (Note 13.1) - -
Short term investment (Note 13.2) 2,336,348,436 2,291,209,712
2,336,348,436 2,291,209,712
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13.1

13.2

14

15

16

16.1

16.1.1

16.2

16.3

T 31°" DECEMBER

Long term investment
Loans and receivable financial assets
Investment in Fixed Deposit

Short term investment
Repo
Short term investments

P> Notes to the Financial Statements (Continued)

CESL

2,336,348,436

2,291,209,712

2,336,348,436

2,291,209,712

Fixed Deposits amounting Rs.1,039,612,478 have been pledged against bank Guarantees as at

31.12.2021

Inventories

Inventories - Construction Materials
Disposal Of Material

Work In Progress

Opening Balance

Prior Year Adjustment

Reversal Of Prior Year Adjustment
WIP for the Current Year

Closing Balance

Trade and Other Receivables

Trade Receivables (Note 16.1)

Other Receivables (Note 16.2)

Deposits, Prepayments and Advances (Note 15.3)

Trade Receivables

Debtors

Due From Customers

Retention Receivables

Less - Provision for Impairment (Note 16.1.1)

Provision for Impairment
Debtors

Provision for Expected Losses
Prior Year Adjustment (Provision)

Other Receivables

Economic Service Charge Receivable (ESC)
WHT Deduction - From Payments

Staff Loans

Prepaid Staff Cost

Refundable Deposits

Other Taxes

Sundry Debtors

Deposits, Prepayments and Advances
Mobilization Advance Paid

Deposits

Advances

Prepayments

1,027,024,303 722,716,203
= 498,018
1,027,024,303 723,214,220
105,091,340 79,938,521
(105,091,340) (79,938,521)
35,198,733 105,091,340
35,198,733 105,091,340
7,993,796,898 8,336,260,968
52,241,974 48,484,919
346,822,220 135,152,230
8,392,861,091 8,519,898,117
3,553,874,957 4,175,713,609
1,496,220,146 1,599,052,429
3,062,453,159 2,672,628,695
(118,751,365) (111,133,765)
7,993,796,898 8,336,260,968
118,751,365 111,133,765
118,751,365 111,133,765
1,141,859 1,141,859.29
4,040,748 4,438,928
267,699 938,835
14,976,800 14,428,505
31,814,867 27,536,792
52,241,974 48,484,919
165,982,022 55,523,838
170,277,681 69,772,237
10,562,517 9,856,155
346,822,220 135,152,230
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D> Notes to the Financial Statements (Continued)

AS AT 31°" DECEMBER

17

18

Cash and Cash Equivalents

Favorable Balances
Cash in Hand and at Bank
Cash in Transit

Unfavorable Balances
Bank Overdraft
Cash and Cash Equivalents for the Cash Flow Purpose

Defined Benefit Obligations

(a) The amounts recognised in the Financial Position are

determined as follows:

Balance at the beginning of the year
Current service cost

Interest cost

Actuarial (gain)/Loss during the year

Benefits paid
Balance at the end of the year

(b) Liability Recognized in the Financial Position

Present Value of Obligation as at 31° December 2021
Un Recognised Actuarial Gains / (Losses)

Net Liability in Financial Position

(c) The amounts recognised in the Statement of

Comprehensive Income are as follows:
Interest Cost
Current Service Cost

(d) The amounts recognised in the Statement of Other

Comprehensive Income are as follows:
Actuarial (Gain) / Loss recognized

465,070,907 307,437,100
186,124,863 997,017
651,195,770 308,434,117
651,195,770 308,434,117
19,175,983 13,071,063
5,457,882 4,246,669
1,629,959 1,503,172
5,034,772 1,668,920
31,298,596 20,489,824
(2,089,120) (1,313,841)
29,209,476 19,175,983
29,209,476 19,175,983
29,209,476 19,175,983
1,629,959 1,503,172
5,457,882 4,246,669
7,087,841 5,749,841
5,034,772 1,668,920
5,034,772 1,668,920

The Retirement Benefit Obligation of the company as at 315 December 2021 is based on the formulz
method as recommended by the Sri Lanka Accounting Standard No. 19 (Revised 2012) Employee Benefits.
Following fixed deposits had been built up against the relevant obligation.

Fixed Deposit Number
88066973

88104318

88104357
343-60-01-00003452-9
343-60-01-00003484-1
343-60-01-00003481-4
343-60-01-00003483-2
343-60-01-00003482-3
343-60-01-00006331-9
343-60-01-00006330-0
343-60-01-00005578-3
343-60-01-00005617-6
Total as at 31.12.2021

Amount (Rs.)

2,000,000
2,007,397
3,011,096
1,297,572
1,291,008
1,291,008
1,399,468
1,399,468
2,617,671
5,235,341
5,497,899
2,318,081

29,366,008
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19

20

20.1

20.2

21

T 31°" DECEMBER

Defined Benefit Obligations (Cont.)

P> Notes to the Financial Statements (Continued)

Key assumptions used in the computation includes the following;

Rate of Discount
Salary Incremental Rates

Staff Turnover Rates: 10 % upto 54 and thereafter 0%

Retirement Age
Mortality: A 1967/70 Mortality Table

Deferred Tax

Balance at the beginning of the year
Provision for the year

Balance at the end of the year

Trade and Other Payables
Trade Payables (Note 20.1)
Other Payables (Note 20.2)

Trade Payables

Creditors

Due to Customers

Mobilization & Other Advances
Retention Payables to Contractors

Other Payables

EPF Payabale

ETF Payable

Yasasa Loan Payable

WHT Deductions From Payments
Medical Insurance Deduction
Death Grant Deduction
Sundry Creditors

Accrued Expenses

Unpaid Staff Cost

PAYE tax

Other Taxes

Income Tax Payables

Balance at the beginning of the year
Income tax for the year

Provision in respect of the last year
Payments made during the year
Withholding Tax (WHT)

Balance at the end of the year

11.0%
2%
60
17,487,459 41,765,626
(1,082,127) (24,278,167)
16,405,331 17,487,459
10,343,307,682 9,876,935,092
132,839,142 114,863,412
10,476,146,824 _ 9,991,798,504
1,913,823,053 2,439,046,565
2,506,084,765 1,929,331,619
5,205,815,970 4,815,251,368
717,583,894 693,305,539
10,343,307,682 _ 9,876,935,093
4,117,411 4,477,267
617,612 671,589
105,304 138,896
(1,554,495) (1,518,449)
1,392,432 1,107,817
67,200 69,100
28,155,038 27,198,408
30,838,303 27,039,461
23,870,788 32,960,699
4,048,324 4,046,264
41,181,226 18,672,360
132,839,142 114,863,412
20,109,297 9,608,038
45,387,287 35,530,272
(1,505,876) 133,005
(47,058,763) (25,162,019)
16,931,945 20,109,297
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D> Notes to the Financial Statements (Continued)

FOR THE YEAR ENDED 31°" DECEMBER 2021

22 Related Party Transactions

22.1 Transaction with Parent

a) Eng. KW. Ilvan De Silva was the chairman of CESL and Eng. G.R.A.S. Gunathilake, Eng. K.H.N.S. De Silva,
Eng. S.A.U.D.C. Siriwardhana, Mr. D. Mabopitiya , Mr. D.M.A.R.B. Dissanayaka, Mr. B.K.R. Balasooriya
who were Directors of CESL as at 31 December 2021.

Further key management personal of CESL are as follows;

Name Designation Base Office
Eng. LW.J.N. Alwis Chief Executive Officer
Eng. P.M.P.C. Gunathilake Chief Operation Engineer East & Uwa
Eng. J.D. Sunil Chief Operation Engineer South
Eng. HW.R.K. Heendeniya Chief Operation Engineer WP1
Eng. A. Pushparajah Chief Operation Engineer North
Eng. W.E.P. Ranjan Kumara Chief Operation Engineer WP2
Eng. M.N. Gunasena Chief Operation Engineer Central Province
Eng. S.B.A.D. Semasinghe Chief Operation Engineer North Central
Eng. H.M.T.N. Dhanawardhana Chief Operation Engineer C&SD
Mr. J.M.B. Jayaweera Chief Financial Officer
b) Nature of the Transactions Amount
2021
Rs.
Construction Revenue 3,580,440,857
Hiring Income 2,273,200

22.2 Terms and conditions of transactions with related parties

The Income from related party and expenditure incurred or purchases from related parties are made
at terms 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

2020 2021
Rs. Rs.
Salaries and other Employment Benefits 1,007,500 776,070

23 Commitments and contingencies

There were no material Commitments and Contingent liabilities in CESL as at the reporting date.
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09. SIXYEAR SUMMARY

Statement of Profit or Loss and Other | »{i}[7] 2017 2018 2019 2020 2021
Comprehensive Income Highlights

Revenue Rs. Mn 8,691 12,294 11,189 10,474 6,694 8,298
Gross Profit Rs. Mn 621 682 786 781 622 840
EBITDA Rs. Mn 192 196 232 212 86 266
EBIT Rs. Mn 54 45 67 55 (62) 138
Net Finance Income Rs. Mn 56 112 105 151 132 116
Profit After Tax Rs. Mn 84.5 120.8 1214 1414 59.1 210.6
Profit Attributable to Owners Rs. Mn 84.5 120.8 1214 1414 59.1 210.6
Statement of Financial Position Highlights

Property, Plant and Equipemnt Rs. Mn 396 479 435 473 610 591
Total - Non Current Assets Rs. Mn 398 479 435 473 610 591
Cash and Cash Equivalent Rs. Mn 207 229 328 311 308 651
Short Term Deposits Rs. Mn 1,046 1,111 1,985 1,759 2,291 2,336
Total Assets Rs. Mn 9,942 12,345 12,616 12,681 12,558 13,033
Stated Capital Rs. 10,000,020 | 10,000,020 | 10,000,020 | 10,000,020 | 10,000,020 | 10,000,020
Retained Earnings Rs. Mn 292 412 411 594 652 859
Equity Attributable to Owners Rs.Mn 303 422 421 604 856 1,063
Total Non Current Liabilities Rs. Mn 1,394 1,592 1,629 1,655 1,689 1,476
Statement of Cash Flow Highlights

Cash flow from Operating Activities |Rs.Mn 368 194 912 (227) 472 407
Cash Flow used in Investing Activities [Rs. Mn (338) (172.0)|  (844.7) 2415 (475.1) (64.5)
S I I I I
Key Financial Ratios

EPS Rs. 845 1,202.6 1,208 1,410.7 574.7 2,055.4
Net Assets per Share Rs. 3,026 4,229 4,211 6,049 8,569 10,640
ROE 28% 28% 29% 23% 7% 20%
Current Ratio 1.2 1.1 1.2 1.2 1.2 1.2
Quick Ratio 1.06 1.07 1.08 1.10 1.12 1.09

Directors remuneration for the year ended 31 December 2021 is Rs. 776,070

Auditors fee for the year ended 315 December 2021 is Rs. 1,473,600
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CORPORATE INFORMATION

)> 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

p> BANKERS

»>

Bank of Ceylon Sri Lanka
Peoples Bank Sri Lanka

»

COMPANY SECRETARIES

Mrs. E. S. P. Gunathunga
No. 415, Bauddhaloka Mawatha,
Colombo 7, Sri Lanka.

»

AUDITORS

National Audit Office
No. 306/72, Polduwa Road,
Battaramulla, Sri Lanka.

AUDIT COMMITTEE

Eng. S.A.U.D.C. Siriwardhana - Chairman of the
Committee

Eng. KH.N.S. De Silva - Director (CESL)

Eng. G.R.A.S. Gunathilake - Director (CESL)

BOARD OF DIRECTORS

Eng. KW. Ivan De Silva - Chairman

Mr. Anura Dissanayake - Director

Eng. G.R.A.S. Gunathilake - Director

Mr. B. K. R. Balasooriya - Director

Eng. K. H. Nalin Sanjaya De Silva - Director
Eng.S. A. U.D. C. Siriwardhana - Director
Mr. D. Mabopitiya - 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 45001:2018 for Occupational Health and Safety
Management System

G5y

:ﬁ SLSI

150 14001 Certified
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