CHAIRMAN'S REPORT

It is with some trepidation that | write this report; the year 2002 was not all that good for the
CEB!

Unlike in most previous years, power cuts were imposed on the grid-connected electricity
consumers from the beginning of January till early May 2002, except for the duration of the
national New Year period in April. The power cuts were effected at various times of the day
and night; parts of the country were switched off on a roster basis so that the misery was not
confined to a particular geographical area or a specific time of day.

The major reason for the planned power cut was the shortfall in the generation capacity of
the CEB power system. This, coupled to the very poor rainfall in the hydro catchment areas
led to the CEB having to rely heavily on thermal generating plants. The cost of running ther-
mal generators, especially those hired on a short term‘emergency’basis was quite high, caus-
ing an adverse impact on the finances of the CEB in the form of substantially higher cost of
production. This together with the reduced sales caused by the power cuts, resulted in an
unattractive Profit and Loss Account for the year.

The largest single generating unit of the CEB system at the end of 2001 was the FiatAvio Gas
Turbine of 115MW capacity, installed at Kelanitissa. This machine was out of the system from
August 2001 and dismantled for a major over-haul. Arrangements were made after negotia-
tions with the manufacturer/supplier in Italy to have this Gas Turbine generator (termed GT7)
repaired and back in service on the system. In the event, the machine was back in commer-
cial operation in May, 2002 and has remained so since. With the addition of the new Com-
bined Cycle Power Plant at Kelanitissa (running in the Gas Turbine mode) and improvements
in the rain-fall in the hydro-catchment areas, the CEB had enough generating capacity and
was able to restore normal supply to all the consumers. The dreaded power cut was off and
has been so since 10" May 2002.

CEB's funds-flow position was improved to some degree when the Government agreed to an
increase in the tariff to consumers. This was done in April 2002 and, predictably led to pro-
tests from various sectors. In response to these concerns, some adjustments were made in
the tariff, resulting in an adverse effect on the projected revenue figures.

The year also marked a significant event in the history of CEB: the passing of the Electricity
Reform Act No. 28 of 2002. This Act will, in due course, replace the current Electricity Board
Act and provide for the taking over and re-distribution of the activities of the CEB and LECO
amongst public Companies to be set up in the near future. This un-bundling of the CEBand
restructuring of the power sector is expected to result in a more efficient and a well-regu-
lated utility system.
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The following pages of this Annual Report contain detailed information relating to the vari-
ous activities of the CEB covering the year 2002. These activities are principally due to the
active participation of all employees of the CEB. | thank them for their co-operation and
dedication and wish them good health and happiness in the future. | also wish to record
with gratitude the support and encouragement of the Board Members.

I also thank CEB’s customers for their forbearance during the difficult times faced in the early
part of the year.

M. Zubair

Chairman
Ceylon Electricity board
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Progress of Performance year 2001 / 2002

The following is a summary of major activities carried out during the course of years 2001 .
2002,

MV Line Construction Unit
Year 2001 Year 2002

> Construction of 33 kV S/C Tower Line 1.6 km, 4.25 km.
> Construction of 33 kv D/C Tower Line 3.645 km. 5.0km.
> Construction of 33 kV D/C 13m. Pre-Stressed Pole Line 20.95 km. 8.5km
> Reconductoring of 33 kV Lines - 6.0 km.

MV Substation Construction Unit

Year 2001 Year 2002

> Construction of 33kV S/C Tower Line 1.65 km. -
> Construction of 3 kV D/C Tower Line 3.85 km. 2.4 km.
> Construction of 33 kV D/C 13 m.Pre-stressed Pole Line 6.4 km. 7.60 km.
> Construction of Triple Circuit 13 m.Pre-stressed Pole Line - 1.56 km.
> Conversion of 11 kV Line to 33 kV Line - 1.18 km.
> Construction of 2 x 10 MVA 33 kV/11kV Indoor PSS 02 Nos. -

Following works commenced during the course of year 2001 /2002 are in progress.



MV Line Construction Unit

> Construction of

5.0 km.33 kV D.C.Lynx Tower Line from Madampe to Kakkapalliya.
4.4 km. 33 kV D.C Lynx Tower Line for Kiribathkumbura G.S. to Gorakadeniya.

6.75 km.33 kV S.C.Raccoon 11m.PS.Pole Line from Hambantota G.S.to Wind Power Project.
2.5 km.33 kV SL Pole D.C.Lynx Line from Supugaskanda Grid Substation to Ambatale.

> Reconductoring of 33 kV Line between Ma-Eliya Gantry and Gampaha Gantry.

MYV Substation Construction Unit

> Construction of
2x5 MVA Outdoor Primary Substation at Dik Ela.
2.x10 MVA Indoor Primary Substation at Wattala.

3 km 33kV D/C Lynx Tower Line from Mallawapitiya GSS to Kurunegala.

4.27 km.33kV D/C Lynx Tower Line from Uggalboda to Molligoda.
> Reconductoring of 33kV S/C Raccoon Line from Sirikandura ABS to Kitulgala Gantry.

MV Maintenance Unit
A. Substation Maintenance Unit.

Equipment on which Routine maintenance Executed

Year 2001 Year 2002
Manned Primary Subs - Maintenance & Protection Testing 76 69
Unmanned Primary Subs - Maintenance 29 45
Auto Reclosers 137 118
CT/PT Units 19 26
Other Works Year 2001 Year 2002
Augmentation of 33/11 kV Transformers 05 08R
epair of On-load Tap Changers 16 061
nstallation of New Auto Reclosers 34 541
nstallation of CT/PT Units 08 10
Repair of Circuit Breakers 191 138
Repair and Service of Dist.Transf. 33kV/LT and 11kV/LT 53 142
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Task Executed for Institutes outside CEB Year 2001 Year 2002

Nos. | Value (Rs) | Nos. |Value (Rs.)

Network connections and installation of Metering
Transformers For Private Power Projects. 02 34Mn. | 05 |8.0Mn.

Repair of equipment and oil filtering of T/F for Private
Institutions 12 95Mn. | 11 | 69Mn.

B. Line Maintenance Unit.

Hot Line Routine Maintenance Executed Year 2001 Year 2002
Towers Inspected 3822 5443
Towers - Replaced Insulators (Hot) 1595 1215
Towers - Replaced Insulators (Cold) 292 289
No. of Disc Insulators Replaced ‘ 8486 4168
No. of Disc Insulators washed/cleaned 6909 248
No. of Hardware Items replaced 711 309
Lines on which additional Insulators & Arcing Horns Year 2002

Installed
Madampe Voice of America (D/C Line) 100%

429 Nos. of Arcing Horns and 240 Nos. Additional Discs. Were installed on above lines.

CIVIL WORKS & BUILDING (C.W.&B.) - COST CENTRE 640

(a) Present Operating Activities

Due to the financial crisis of the C.E.B., new works indicated in the Building Plan were not
undertaken in the reporting year of 2002.
Building Plan works in progress which were carried over from the year 2001 were continued.

Works that were assigned by other branches were also attended to.

The Direct Labour unit of this branch attended to the maintenance and repairs of the Head
Office as well as urgent repair works in other C.E.B. offices.
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(b) Performance for the year 2002

Works completed during 2002 are:- Construction of 01 No.Hostel Building for Students and
01 No. Hostel Building for Staff at T.T.C. Piliyandala. Supply and Delivery of Plastic coated
chain link fence mesh, line wires and tying wires to Stores at Siyambalape; Supply and
Delivery of Concrete Fence posts to the C.E.B. Stores premises at Siyambalape and the
designs and preparation of tender documents for the construction of Primary substation at
Bentota was completed in this branch.

Works in progress were the Construction of Primary Substations at Dik Ela and Wattala. The
design and preparation of tender documents for the 10 MVA Primary S/S at Peliyagoda and
Periyamulla are in progress.

Pre-cast poles manufactured and tested at Flapec Yard at Bemmulla were supervised;
monitored and approved by officers of the CW.& B Branch.

The Capital Expenditure for 2002 was Rs.7,889,854.14 of which the expenditure transferred
to M.V.C. & M. Branch was Rs. 5,544,023/49. The recurrent expenditure for maintenance and
repairs was Rs.2,744,783.83

Future planned activities

Construction of D.G.M.s Office (NCP); 02 Nos. Hostels at Trincomalee; D.G.M.(E.P) Office,
Extension bldg.to DGM(N.P). Extension bldg.to DGM(C.P) Office; A.EE Officers at Negombo
and Wariyapols: Qtrs, for Senior Executives at Pamankada: Qtrs. For D.G.M.(Colombo) at
Gregory’s Rd; Qtrs, for Engineers at 5™ lane (Colombo).

WORKSHOP & ANCILLARY SERVICES

There are 04 branches that comes under the Workshops & Ancillary Services Division.
1. Power Plants.

2. Air Conditioning & Refrigeration.
3. Lifts.

4 Central Workshops

1. Power Plants.
The main responsibilities of the Power Plants Sections are :

(a) Supply & Installation of diesel generators upto 1000 kVA at the Government Hospitals
and other Government Institutions.

(b) Attend on preventive maintenance of generators installed in Government Hospitals and
other Government Institutions.

(c) Carry out all types of repairs of diesel generators and assembling Panel Boards (AMF &
Manual types).
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(d) Provide standby/back up power by operating diesel generators for state security
purposes and other important functions.

(e) Provide diesel generators to various institutions on hire basis.

(f) Providing of consultancy service for installation of generators.

(9) Supplying power to national grid from Diesel Generators during power crisis.

During the year 2002, 06 Nos. new generators were installed in Government Hospitals.

Rehabilitation, repair and maintenance of 270 Nos. of generators were carried out. 239
generators of various capacities were hired to various parties.

2. Air Conditioning & Refrigeration.

The main responsibilities of the Air Conditioning & Refrigeration Branches are.

(a) Undertake supply & Installation of various types of new air conditioning plants.

(b) Carry out maintenance including repairs of air conditioning plants installed in
Government Hospitals and other institutions.

(c) Providing of consultancy services for installation of air conditioning plants and
mortuary coolers.

During the year 2002, 30 Nos. of new installations of air conditioning plants and 7030 Nos. of
preventive maintenance of air conditioning plants and 19 Nos. of rehabilitation work were
carried out.

3. Lifts.
The main responsibilities of the Lifts Branch are :
(a) Undertake supply and installation of new lifts.

(b) Undertake repair and maintenance of lifts of Government Hospitals and other
Institutions.

(c) Undertake consultancy services of installation of new lifts.
(d) Providing of consultancy services for installation of lifts.

During the year 2002, 03 Nos. of new lifts installed, 07 Nos. Rehabilitation of lifts, 32 Nos. of
repair work and 114 Nos. of maintenance of lifts were carried out.

4. Central Workshop.
The main responsibilities of the Central Workshop are .

(@) Carry out repair and maintenance of electrical machines such as rewinding generators,
motors etc.

(b) Carry out manufacturing of L.T. components of the distribution lines.
(c) Carry out special jobs such as fabrication of security fences, security huts etc.

During the year 2002, 130 production activities for internal and for 3 parties were carried
out.
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FINANCIAL REVIEW

The Turnover of the Board registered an
increase of 39.6% during the year under
review compared to the increase of 20.52%
in the previous year. The increase was mainly
due to the tariff increase, which was imposed
with effect from April 2002. CEB sold 5500
GWh of electricity during the year which is an
increase in units sold by 5% from previous
year amount of 5236 GWh.

The consumer base increased from 2,685,141
in 2001 to Rs. 2,825,216 in 2002.

The increase in direct cost from Rs.34,540 in
2001 to Rs.44,801 in 2002 was mainly due to
the increase in Emergency Power and the
increase in Purchase Power. The Emergency
Power amounted to Rs. 10,155 M and the
Purchase Power amounted to Rs.10,720 M in
2002. CEB had to procure Emergency Power
to meet the demand.

An operational loss of Rs. 4,711 M was
recorded for the year under review. After
accounting for debt servicing and other in-
come the final result was a net loss of Rs.
7,426M.

The total generation cost excluding
depreciation accounted for 68% of the
operating cost while the Transmission and
Distribution cost amounted to 14.6 %.

FIXED ASSETS

Net fixed assets increased by 7.4% which was
mainly due to increase in Transmission and
Distribution assets. The following indicates
the growth in the Distribution Sector during
the period under review.

2002 2001 2000
Distribution Sub-station Nos. 15,000 13,000 12,575
MV Lines Km 21,000 19,000 18,381
LV Lines Km 63,000 63,000 56,433

Service Connections Nos. 2,825,216 2,685,141 2,490,309

The Board insures its assets by maintaining a
separate Insurance Escrow at the People’s
Bank and funding it at 0.1% of its gross fixed
assets annually. This sum is appropriated
anually out of retained profits to an Insurance
Reserve. During the year under review a sum
of Rs.54 million was appropriated. The fund
stands at Rs.1,939 million as at end of the year
under review compared Rs. 1,885 million last
year.

CASH FLOW

The escalation of fuel price and the cost of
purchasing emergency power caused the
erosion of the liquidity of the CEB. The Board
had to resort to borrowings to finance it
working capital. During the year Rs. 6000
million was converted to a short term loan
bringing the overdraft to Rs.4,259 M

BORROWINGS

The total long term borrowings have
increased from Rs.43,362 M in 2001 to
Rs. 59,106M in 2002.

Long term loan obtained by the Board
directly from Lenders are guaranteed by the
Government of Sri Lanka and any loss on
exchange is reimbursed by the Treasury.

Other Long Term Long to carry out major
projects are relent to the Board by the
Government on rupee terms.

EXCHANGE RATE

Exchange rate variance on payment of
Foreign Loans is reimbursed from Secretary
to theTreasury.
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TAXATION

The Board does not pay Income Tax due to
capital allowances allowed consequent to
heavy investments undertaken by the
Board from year to year and also due to
carried forward tax losses brought forward

GROUP ACCOUNTS

The Board prepares Group accounts
incorporating its subsidiaries, Lanka
Electricity Company and, Lanka
Transformers Limited in addition to the
preparation of the Board Accounts

from previous years.

Profit & Loss 2002 2001 2000 1999 1998
Rs.M Rs.M Rs.M Rs.M Rs.M
Turnover 40,544 29,029 24,086 21,304 19,787
Direct Cost (44,801) (34,540) (29,659) (15,423) (14,793)
Gross Profit — (Loss) 4,257 (5,511) (5,573) 5,881 4,994
Administration Expenses (454) (601) (934) (1,001) (1,366)
Operating Profit — (Loss) 4711) (6112) (6,507) 4,880 3,628
Other Income 3837 1734 2,209 1,260 1020
Interest Charges (6552) (4822) (2,425) (1,905) (2,495)
Profit/Loss before Taxation | (7426) (9201) (6,723) 4,235 2,153
Balance Sheet
Total Asset 246,826 231,224 204,887 184,216 | 171,635
Capital and Reserves 149,874 146,388 144,940 130,920 | 121,879
Non - Current Liabilities 65,279 55,800 47,789 43,520 40,617
Current Liabilities 31,673 29,036 12,158 9,775 9,139
Cash (3145) (8,961) (3,714) 3,075 637
Sales Unit (GWh) 5500 5,236 5,258 4,809 4,521
Generation Units (GWh) 6810 6,520 6,686 6,076 5,569
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REPORT OF THE DIRECTORS

The Directors of Ceylon Electricity Board
present their Report and Consolidated
Financial Statements for the year ended 31
December 2002.

Principal Activities and Business
Reviews.

The principal activities of the Board
continued to be Generation, Transmission
and Distribution of Electricity.

Financial Results

A turnover increase of 39.6% was registered
for CEB for the year under review while the
corresponding increase in the previous year
was 20.52%. A net loss of Rs. 7426 M was
recorded in the year under review.

Investment

CEB has invested in 55.2% of the shares of
Lanka Electricity Co.Pvt, Ltd, and 63% shares
of Lanka Transformers Limited.

Rs.106.8 M has been received during the year
from Lanka Electricity Co.ltd, in respect of
dividends for the year ended 31* December
2001. Lanka Transformer Limited (LTL) has
declared dividends for Financial year 1988/
89 to 1995/96 for the value of Rs.37,009,000/
- for which subsequently LTL has decided to
issue Bonus shares in lieu of cash payment.
LTL has declared a dividend of
Rs.24,536,258.18 for 2001/2002 and
Rs.21,000,00 has been received from LTL as
dividend in respect of year 2000/2001.

Taxation

No tax is paid on profits of the parent Board
due to brought forward capital allowances
and no provision for deferred taxation is
provided in the accounts.

Self- Insurance Reserve.

Ceylon Electricity Board maintains its own
insurance of its fixed assets and annually
appropriate 0.1% of gross fixed assets value.
During the year Rs.323 million was
appropriated from retained earnings against

Rs.362 million last year. The total accumulated
funds of this insurance as at Balance Sheet
date amounts Rs. 1490 million.

Addition to Property, Plant &
Equipment

During the year Property, Plant & Equipment
amounting to Rs.5,971/- million was added
to capital assets compared to Rs.5678 million
added last year. The addition mainly related
to Plantand Machinery and Transmission and
Distribution assets.

Borrowings

The Long Term borrowings by the Board
which consist mainly of foreign loans stood
at Rs.59,102 million as against Rs.43,362
million last year.

Contributed Capital

Contributed capital towards the Board stood
at Rs.15,839 million as against Rs.15,430
million last year. Contributions during the
year related to Rural Project, Energy Services
Delivery Project and contribution received
from consolidated funds.

Board Members - Year 2002

Mr. M.R. Prelis who functioned as Chairman
resigned in April 2002. Mr. M. Zubair was
appointed Vice Chairman in January 2002.
Consequent to the resignation of Mr. Prelis,
Mr.M.Zubair was appointed Acting Chairman.
The other Members who served as Board
Members during the year or part thereof
were:-

Mr. Charitha Ratwatte, Member/CEB, Mr.
Ranjith Fernando/Member, Mrs. K.P.M.
Speldewinde/Member, Mr. M.T.L. Fernando/
Member, Mr. Ben Eliatamby/Member,
Mrs. M.A.R.C. Cooray/Member and Prof.
Priyantha Wijayatunga/Member.

Mr.Charitha Ratwatte/Member resigned from
his position in October 2002 and Mr. M.T.L.
Fernando/Member resigned from his position
in December 2002.
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Provident & Pension Fund

Board maintains anindependent private fund
in respect of Provident Fund and Pension
fund of its employees. The fund has earned
an income of Rs. 1,322 million in 2002 on
investments and declared a dividend of 12 %.

Employees

Total number of employees as at end of the
year was 14,286 and total number of
consumer accounts of the Board was
2,825,216. Consumer employee ratio is 198
compared to 187 in 2001

Auditors

The Financial Statement of the Board were
audited by the Auditor General in terms of the
Financial Act.No:38 of 1971. He was assisted
in this by a Private Firm of Chartered
Accountants.

By order of the Board
(Sgd.) Secretary to the Board.
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NOTE OF THE AUDITOR GENERAL

The audit of the balance sheet of Ceylon Electricity Board (CEB) as at 31 December 2002, the
consolidated balance sheet of CEB and its subsidiaries as at that date and the related
statements of profit and loss and cash flows for the year then ended together with the
accounting policies and notes thereon attached to the financial statements 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 Section 13(1) of the
Finance Act No.38 of 1971. In carrying out this audit, | was assisted by a firm of Accountants
in public practice. Accounts of subsidiaries which used for consolidation have not been
audited by firm of accountants in public practise appointed by shareholders of the
respective institution.

Respective Responsibilities of Directors and Auditors

2.

Preparation and presentation of these financial statements are the responsibility of the
management of CEB. My responsibility is to express an opinion on these financial statements
based on the audit.

Basis of Opinion

3.

4.

The audit was conducted in accordance with Sri Lanka Auditing Standards. Those standards
require that the audit shall be planned and performed to obtain reasonable assurance whether
the financial statements are free of material mis-statements. An audit includes examining on
atest basis, evidence supporting the amounts and disclosures in the financial statements, An
audit also includes assessing the accounting principles used and significant estimates made
by the management as well as evaluating the overall presentation of the financial statements
and determing whether the said financial statements are prepared and presented in
accordance with the Sri Lanka Accounting Standards. | have obtained all the information and
explanations which to the best of my knowledge and belief were necessary for the purposes
of the audit, except that the scope of audit was limited by the matters referred to in
paragraphs 4 to 8 below.| believe that the audit provides a reasonable basis for my opinion.

The net book value of the property, plant and equipment in Northern and Eastern Provinces
is stated as Rs.4,960,027,830 of which Rs.628,499,784 has been provided for loss of certain
identified items of assets, leaving a balance of Rs.4,331,528,046. Due to the circumstances
prevailling in these areas, complete verification of assets has not been conducted. It is
therefore not possible to ensure that all assets to the value of Rs.4,331,528,046 are in
existence in these provinces.

Non-Capital Work in Progress Account and the Deposit Account balances were Rs.887,902,796
and Rs.1,027,331,433 respectively. Most of these jobs have been completed prior to the
balance sheet date, but the relevant balances have not been removed from Work in Progress
and Deposit Accounts,due to the non-receipt of work completion reports. Therefore, the
assets and liabilities are overstated by such amounts,  whilst the resultant impact on the
income statement is not recognised. Such amounts cannot be quantified due to the
absence of adequate. analised information.
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6.

7.

Treasury Loans amounting to Rs.48,302,688,715 could not be verified due to non-availability
of Independent confirmations.

Ownership of the assets valued at Rs. 8,646,565,000 could not be verified due to
non-availability of title deeds and any other document of legal ownership.

Administration expenses includes a sum of Rs.1,282,664,843 paid as interim allowances for
the period 2000-2002.Documentary evidence in support of the approval of the Ministry and
the Treasury if any, was not made available for the payment of the interim allowance, hence the
validity of this payment could not be verified.

Opinion

0.

10.

Except for the effects of such adjustments if any,as might have been determined to be necessary
had | been able to be satisfied as to the matters referred to in paragraphs 4 to 8 above, |am of
opinion that, CEB had maintained proper books of accounts for the year ended 31 December
2002 and the said balance sheet and the related statements of profit and loss and cash fiows and
the accounting policies and the notes thereto, which are in agreement with the said books of
accounts have been prepared and presented in accordance with Sri Lanka Accounting Standards,
provide the information required and according to the explanations given to me, give a true and
fair veiw of CEB’s state of affairs as at 31 December 2002.and the results of it's operations and
cash flows for the year then ended.

Except for the effects of such adjustments if any, as might have been determined to be necessary
had | been able to be satisfied as to the matters referred to in paragraphs 4 to 8 above and notes
2.1.2(c), 2.1.2(d), 2.1.2(e) and 2.1.2(f) to the financial statements, | am of opinion that the said
consolidated balance sheet and the related statements of profit and loss and cash flows and the
accounting policies and the notes thereto, have been properly prepared and presented in
accordance with the Sri Lanka Accounting Standards, and give a true and fair view of the state of
affairs as at 31 December 2002 and the results of it's operations and cash flows for the year then
ended of CEB and its subsidiaries dealt with thereby, so far as concerns the members of CEB.

Emphasis of Matter

11.

Section 45 of the Electricity Reform Act No.28 of 2002 provides for the Hon.Minister, by order
published in the gazette, to prepare a scheme for the reorganisation of the electricity industry in
Sri Lanka, under which the functions of the Ceylon Electricity Board are due to be allocated to
companies to be incorporated under Section 2 of the Conversion of Public Corporations or
Government owned Business Undertakings into Public Companies Act No. 23 of 1987. The order
has been gazetted on 07 April 2003. The continuance of the Board as a going concern will depend
on the implementation of this scheme of reorganisation.

Report to Parliament

12.

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

(S.C. MAYADUNNE)

Auditor General

Auditor General's Department,
Colombo 7.

19" June 2003.

Cryton Brecie iy Boaty ANNUAL Rirorr 2002



CEYLON ELECTRICITY BOARD

INCOME STATEMENT

Year ended 31 December 2002

Note
Revenue 3
Cost of Sales
Gross Profit/(Loss)
Other Operating Income 4
Administrative Expenses
Profit/(Loss) from
Operating Activities 5
Finance Cost 6
Profit /(Loss) Before Tax
Income Tax Expense 7

Profit /(Loss) After Tax
Minority Interest

Net Profit/(Loss) for the Year

Group Board
2002 2001 2002 2001

Rs.’000 Rs.’000 Rs.’000 Rs.’000
45,283,883 32,971,700 40,543,542 29,029,130
(47,810,364) (36,567,030) (44,800,924) (34,540,332)
(2,509,076) (3,595,330) (4,257,382) (5,511,202)
4,283,566 2,146,268 3,836,921 1,733,824
(1,694,987) (1,731,665) (453,832) (601,282)
62,098 (3,180,728) (874,293) (4,378,660)
(6,814,361)  (5,055,299) (6,551,885) (4,822,349)
(6,752,263)  (8,236,027) (7,426,178) (9,201,009)
(353,853) (332,653) - -
(7,106,116) (8,568,680) (7,426,178) (9,201,009)
(158,388) (332,906) - -
(7,264,504) (8,901,586) (7,426,178) (9,201,009)

The accounting policies and notes on pages 76 through 100 form an integral part of the

financial statements.

Colombo
27" May 2003
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CEYLON ELECTRICITY BOARD

BALANCE SHEET
As at 31 December 2002

Group Board
Note 2002 2001 2002 2001
Rs.’000 Rs.’000 Rs.’000 Rs.’000
ASSETS
Non-Current Assets
Property, Plant & Equipment -
At Valuation 8 231,101,852 215,399,406 225,213,989 209,681,661
Deferred Expenditure 9 - 48,022 - 48,022
Investments in Subsidiaries 10 - - 725,243 725,243
Other Investments 11 69,166 32,500 - -
Investments of Insurance
Reserve 12 1,938,590 1,884,923 1,938,590 1,884,923
233,109,608 217,364,851 227,877,822 212,339,849
Current Assets
Inventories 13 6,985,801 6,992,705 5,814,301 6,162,101
Trade and Other Receivables 14 14,088,501 13,237,689 12,020,707 11,940,844
Cash and Bank Balances 3,991,233 3,802,645 1,113,748 791,991
25,065,535 24,033,039 18,948,756 18,894,936
Total Assets 258,175,143 241,397,890 246,826,578 231,234,785
EQUITY AND LIABILITIES
Capital and Reserves
Contributed Capital 15 15,839,174 15,429,584 15,839,174 15,429,584
Reserves 16 155,447,382 144,542,235 153,757,320 142,936,777
Retained Earnings (18,565,049)  (11,153,990) (19,722,302) (11,978,423)
Total Equity 152,721,507 148,817,829 149,874,192 146,387,938
Minority Interest 2,809,093 2,504,082 - -
Non-Current Liabilities
and Deferred Income
Interest Bearing Loans &

Borrowings 17 44,889,284 36,895,797 43,812,788 35,722,879
Consumer Deposits 18 3,072,951 2,764,280 3,072,951 2,764,280
Provisions and Other

Deferred Liabilities 19 1,566,373 1,453,350 1,155,613 1,109,209
Deferred Income 20 18,752,808 17,611,337 17,238,068 16,203,183
Deferred Taxation 21 780,096 788,099 - -

69,061,512 59,512,863 65,279,420 55,799,551
Current Liabilities
Trade and Other Payables 22 12,486,909 11,592,781 12,123,475 11,464,405
interest Bearing Loans &

Borrowings 17 20,422,827 18,529,083 19,549,491 17,582,891
Income Tax Payable 673,295 441,252 - -
Total Equity and Liabilities 33,583,031 30,563,116 31,672,966 29,047,296

258,175,143 241,397,890 246,826,578 231,234,785

The board of Directors is responsible for the preparation and presentation of these financial statements. Signed for

and on behalf of the board by.

General Nimager

Finance Manager

The accounting policies and notes on pages 76 through 100 form an integral part of the financial statements.

Colombo 27 May 2003
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CEYLON ELECTRICITY BOARD

CASH FLOW STATEMENTS
Year ended 31 December 2002

Group Board

Note 2002 2001 2002 2001
Cash Flows From / (Used in) Rs.’000 Rs.’000 Rs.’000 Rs.’000
Operating Activities
Net profit before Income Tax
Expense and Extraordinary Items (6,752,263) (8,236,027) (7,426,178)  (9,201,009)
Adjustments for
Depreciation 5 8221,721 6,836,276 7,837,008 6,429,079
Percentage changein
ownership of subsidiary - 89,819
Consumer Contribution 20 (610,479) (630,144) (610,479) (563,115)
Government Grant (12,391) (12,391) (12,391) (12,391)
Deferred revenue expenditure 48,022 48,023 48,022 48,023
Income from Investments 4 (843,939) (710,524) (411,558) (326,575)
(Profit)/Loss on sales of
Property, Plant & Equipment 5 (9,355) (10,909) (266) (3,155)
Finance Costs 6 6,814,361 5,055,299 6,551,885 4,822,349
Provision for Define Benefit Plans 19 111,178 27,979 89,095 (6,178)
Operating Profit/(Loss) before
Working Capital Changes 6,966,855 2,457,401 6,065,138 1,187,028
(Increase)/ Decrease in Inventories (6,904) (173,774) 347,800 289,314)
(Increase)/ Decrease in Trade and Other
Receivables (850,812) 409,518 (79,863) 627,180
Increase/ (Decrease) in Trade and Other Payables__894,128 1,591,809 659,070 1,766,346
Cash Generated from Operations 7,003,267 4284954 6,992,145 3,291,240
Finance Costs paid 6 (6,814,361) (5,055,299) (6,551,885) (4,822,349)
Defined Benefit Plan Costs paid 19 (42,691) (51,572) (42,691) (48,539)
Income Tax Paid (129,813) (361,714) - -
Net Cash From/(Used in) Operating Activities 16,402 (1,183,631) 397,569 (1,579,648)
Cash Flows from / (Used in) Investing Activities
Acquisition of Property, Plant &
Equipment and Capital Work in Progress 8 (12,971,600)  (19,151,172) (12,876,767) (18,190,997)
Proceeds from Sale of Property,
Plant & Equipment 11,039 31,033 10,539 4,123
Investments in Insurance reserves. 12 (53,667) (276,791) (53,667) (276,791)
Interest Received 4 843,939 710,524 411,558 326,575
investments (36,666) (25,000) - -
Net Cash Flows from/(Used in) Investing
Activities (12,206,955)  (18,711,406) (12,508,337) (18,137,090)
Cash Flows from (Used in) Financing Activities
Proceeds From Contributed Capital 15 409,590 423,488 409,590 423,488
Consumer Contribution 20 1,764,341 2,183,975 1,657,755 2,014,146
Consumer Deposit 18 308,671 311,454 308,671 311,455
Net Proceeds From Interest
Bearing Loans & Borrowings 17 15,506,509 11,414,647 15,550,414 11,720,747
Preference shares redeemed - (6,000) - -
Dividend paid to minority - (141,405) - -
Net Cash Flows from/(Used in) Financing
Activities 17,989,111 14,186,159 17,926,430 14,469,836
Net Increase/(Decrease) in
Cash and Cash Equivalents 5,798,558 (5,708,878) 5,815,662 (5,246,902)
Cash and Cash Equivalents at
the beginning of the year (6,380,435) (671,557) (8,961,113)  (3,714,211)
Cash and Cash Equivalents at the
end of the year 23 (572,569) (6,380,435) (3,145,451) (8,961,113)

The accounting policies and notes on pages 76 through 100 form an integral part of the financial

statements.
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CEYLON ELECTRICITY BOARD

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2002

1.

1.1

13

2.0

2.1

2.11

CORPORATE INFORMATION

General -

Ceylon Electricity Board is incorporated under Ceylon Electricity Board Act.No. 17 of
1969.The Head Office of the Board is situated at No. 50, Sir Chittampalam A.Gardiner
Mawatha, Colombo 02.

Principal Activities and Nature of Operations

During the year, the principal activities of the Board were the generation,
procurement, effective distribution and sale of electricity.

Number of Employees

The number of employees at the end of the year was 14,286.(2001- 14,232)
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

General Policies

Basis of Preparation

The balance sheet, statements of income, changes in equity and cash flows, together
with accounting policies and notes, (“Financial Statements”) of the Board as at 31
December 2002 and for the year then ended, comply with the Sri Lanka Accounting
Standards.

These financial statements presented in Sri Lanka Rupee have been prepared on a

historical cost basis except for the revaluation of certain Property, Plant and Equip-
ment which are stated at market values.
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CEYLON ELECTRICITY BOARD

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2002

2.1.2

Consolidation Policy

a)

b)

<)

d)

e)

f)

g)

h)

The Group Accounts comprise the consolidation of the accounts of the Ceylon
Electricity Board,and its subsidiaries Lanka Electricity Company (Pvt) Ltd (LECO),
Lanka Transformers Ltd, and it's subsidiaries.

Ceylon Electricity Board and Lanka Electricity Company (Pvt) Ltd (LECO) have a
common financial year ending 31 December, whereas Lanka Transformers Ltd
financial year is 31 March. However only 09 months accounts of Lanka
Transformers Limited (upto 31 December 2002) were taken for the
consolidation.

Unaudited draft financial statements of both Lanka Electricity Company (Pvt)
Ltd (LECO) and Lanka Transformers Ltd were used for the consolidation. Any
adjustments that would arise, if the financial statements had been audited, were
not considered in the preparation of group accounts.

Accounting Policies and notes to financial statements of subsidiary companies
are not adequately disclosed, and consequently notes to the consolidated
financial statements are not properly updated .

Inter-Company transactions, balances and unrealized surpluses have not been
properly eliminated as required by SLAS 26 due to lack of information.

Prior year adjustment made in Lanka Electricity Company Ltd., cannot be
accurately verified due to lack of information.

The total profits and losses of the subsidiary companies are included in the
consolidated income statement and the proportion of the profit or loss after
taxation applicable to outside shareholders is adjusted under the heading of
minority interest,in arriving at the profit or loss attributable to the members of
Ceylon Electricity Board.

All the assets and liabilities of the Board and its subsidiaries are included in the
group balance sheet.The interest of the outside shareholders in the net assets
of the subsidiaries is stated separately in the consolidated Balance Sheet under
the heading minority interest.

Goodwill

Goodwill comprises the excess of the purchase price over the fair value of the
net tangible assets acquired.

Negative Goodwill

Negative goodwill comprises the excess of the fair value of the net tangible assets
acquired over the purchase price.
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CEYLON ELECTRICITY BOARD

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2002

2.1.3

2.1.4

2.1.5

Comparative Information

The accounting policies have been consistently applied by the Board and, are
consistent with those used in the previous year.The changes made to presentation
and classifications of items are given in Note 26.

Foreign Currency Translation

In terms of sub section 6 of section 42 of the Ceylon Electricity Board Act,No. 17 of
1969, CEB does not take account of any profits or losses arising from foreign exchange
fluctuations in respect of the capital and interest on loans in foreign currencies, as
they are borne by the Government of Sri Lanka.The outstanding loans repayable are
valued at the agreed exchange rate at the time of receipt of the loan by CEB.

Taxation

a)

b)

Current Taxes

The provision for income tax is based on the elements of income and
expenditure as reported in the financial statements and computed in
accordance with the provisions of the Inland Revenue Act. However no
provision has been made in the accounts due to adjusted tax losses.

Deferred Taxation

Deferred taxation is provided on the liability method.The tax effect of all timing
differences which occur where items are allowed for income tax purposesin a
period different from that when they are recognised in financial statements is
included in the provision for deferred taxation at current rates of taxation.

Deferred tax assets are recognised for all deductible timing differences and
carry-forward of unused tax losses, to the extent that it is probable that taxable
profit will be available against which the deductible timing differences and
carry-forward of unused tax losses can be utilised. The carrying amount of
deferred tax asset is reviewed at each balance sheet date and reduced by the
extent that is no longer probable that sufficient taxable profit will be available
to allow all or part of the deferred tax asset to be utilized.

However due to adjusted tax losses brought forward and a possible non reversal
of deferred tax liability in a considerable period of time, a provision has not
been made for deferred taxation.
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CEYLON ELECTRICITY BOARD

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2002

2.1.6

2.1.7

2.2

2.2.1

2.2.2

2.2.3

Borrowing Costs

Borrowing costs are recognised as an expense in the period in which they are incurred.
Deferred Expenditure

Expenditure which is deemed to have a benefit or relationship to more than one
financial year is classified as deferred expenditure. Deferred revenue expenditure
brought forward from the previous year has been fully written off during the year.
Valuation of Assets and their Measurement Bases

Inventories

Inventories are valued at the lower of cost and net realisable value, after making due
allowances for obsolete and slow moving items. Net realisable value is the price at
which inventories can be sold in the ordinary course of business less the estimated

cost of completion and the estimated cost necessary to make the sale.

Cost is generally determined on a first in first out basis and includes expenses
incidental to purchasing.

Trade and Other Receivables

Trade receivables are stated at the amounts they are estimated to realise net of
provisions for bad and doubtful receivables.

Other receivables and dues from Related Parties are recognised at cost less provision
for bad and doubtful receivables.

Cash and Cash Equivalents

Cash and cash equivalents are defined as cash in hand, demand deposits and short
term highly liquid investments, readily convertible to known amounts of cash and
subject to insignificant risk of changes in value.

For the purpose of cash flow statement, cash and cash equivalents consist of cash in
hand and deposits in banks net of outstanding bank overdrafts. Investments with
short maturities i.e.three months or less from the date of acquisition are also treated
as cash equivalents.
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CEYLON ELECTRICITY BOARD

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2002

2.2.4

225

Property, Plant and Equipment

a)

b)

c)

Cost and Valuation

Property, Plant and Equipment is stated at cost or at revaluation, less
accumulated depreciation except the cost of furniture and fittings and loose
tools which are written off in the year of purchase.

Property, Plant and Equipment of CEB is revalued annually on the basis of the
arithmetical simple average of the changes in the wholesale price index,import
value index and gross national product ratio for the year.The surplus or deficit
arising from such valuation is credited or debited to a revaluation reserve.

Restoration Costs

Expenditure incurred on repairs or maintenance of property, plant and
equipment in order to restore or maintain the future economic benefits
expected from originally assessed standard of performance, is recognised as
an expense when incurred.

Depreciation

The provision for depreciation is calculated by using a straight line method on
valuation of all property, plant and equipment other than freehold land,in order
to write off such amounts over the estimated useful lives.The principal annual
rates used are:

%

Freehold Buildings and leasehold land and buildings 2.5%
Plant and machinery 2.5% - 8.3%
Transmission and Distribution 2.5% - 8.0%
Vehicles and Equipment 7% - 20%
Civil Works:

Spillways and Dams 1.0%

Steel water pipes and pen stocks 2.5%

Investments in Subsidiaries.

Investments in Subsidiaries are stated at cost.The cost of the investment is the cost
of acquisition inclusive of brokerage fees, duties and bank fees.

The carrying amount of long term investments is reduced to recognise a decline

other than temporary in the value of investments, determined on an individual
investment basis.
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CEYLON ELECTRICITY BOARD

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2002

2.3

2.3.1

Liabilities and Provisions

Retirement Benefit Obligations

a)

b)

<)

Defined Benefit Plan - Gratuity

Gratuity is provided for all employees of CEB at the rate of one half of the basic
or consolidated wage or salary, cost of living and all other allowances applicable
for the last month of the financial year for each year of completed service.This
provision is not externally funded, nor has it been actuarially valued since 1996.

Pension Funds

The assets of the pension fund are held in a separate fund.The defined benefit
plans are funded by CEB taking into account the recommendations of
independent qualified actuaries.

For defined benefit plans, the costs are assessed using the projected unit credit
method.Under this method, the cost of providing retirement benefit obligations
are charged to the income statement so as to spread the regular cost over the
service life of employees in accordance with recommendations of qualified
actuaries who carry out a full valuation of the plans every three years. This
obligation is measured at the present value of the estimated future cash out
flows using an interest rate of 10%. All actuarial gains and losses are spread
forward over the average remaining service life of employees.

CEB’s contribution to defined benefit plans are charged to the income
statement in the year to which they relate. The pension fund has not been
actuarially valued since 1996.

Defined Contribution Plans - Employees’ Provident Fund & Employees’
Trust Fund

Employees are eligible for Employees’ Provident Fund Contributions and
Employees’ Trust Fund Contributions in line with the respective statutes and
regulations. The Board contributes 15 % and 3% of gross emoluments of
employees to Employees’ Provident Fund and Employees’ Trust Fund
respectively.
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CEYLON ELECTRICITY BOARD

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2002

2.3.2

2.4

2.5.1

Self Insurance Reserve

CEB transfers to a Self Insurance Reserve each year, at the rate of 0.1% of the gross
revalued assets at the end of the year.

Losses and damages to Property, Plant and Equipment of CEB are charged to this
Insurance Reserve.The funds for this purpose are met from the monies set aside in a
separate account at a financial institution.

Deferred income
a) Consumer Contributions

Consumer contributions for new service connections of CEB were treated as a
capital reserve. From 1996, the contributions of CEB were deferred and
amortised to the income statement over 35 years being the period over which
the related assets are depreciated.

b) Government Grants

Government grants relating to the acquisition of Property, Plant and Equipment
are included in non current liabilities as deferred income and are credited to
the income statement on a straight line basis over the expected lives of the
related assets.

Income Statements
Revenue Recognition

Revenue is recognised to the extent that it is probable that the economic benefits
will flow to the Board and the revenue and associated costs incurred or to be incurred
can be reliably measured.Revenue is measured at the fair value of the consideration
received or receivable net of trade discounts and sales taxes. The following specific
criteria are used for the purpose of recognition of revenue.

a) Rendering of Services

Revenue from rendering of services is recognised in the accounting period in
which the services are rendered or performed.

b) Interest

Interest Income is recognised as the interest accrues unless collectibility is in
doubt.

c) Dividends

Dividend Income is recognised when the shareholders’ right to receive the
payment is established.

Cevion ExecrricITy Boarp Anwas Reporr 2002



CEYLON ELECTRICITY BOARD

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2002

d)

Others
Other income is recognised on an accrual basis

Net Gains and losses of a revenue nature on the disposal of property, plant &
equipment and other non current assets including investments have been
accounted for in the income statement, having deducted from proceeds on
disposal, the carrying amount of the assets and related selling expenses. On
disposal of revalued property, plant and equipment, amount remaining in
Revaluation Reserve relating to that asset is transferred directly to Accumulated
Profit.

Gains and losses arising from incidental activities to main revenue generating
activities and those arising from a group of similar transactions which are not
material, are aggregated, reported and presented on a net basis.

2.5.2 Expenditure Recognition

a)

b)

Expenses are recognised in the income statement on the basis of a direct
association between the cost incurred and the earning of specific items of
income. All expenditure incurred in the running of the business and in
maintaining the property, plant & equipment in a state of efficiency has been
charged to income in arriving at the profit/(Loss) for the year.

For the purpose of presentation of Income Statement the directors are of the
opinion that function of expenses method present fairly the elements of the
Board 's performance, and hence such presentation method is adopted.
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CEYLON ELECTRICITY BOARD

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2002

Group Board
2002 2001 2002 2001
3.REVENUE Rs.’000 Rs.’000 Rs.’000 Rs.’000
3.1 Summary
Sales 48,776,084 36,185,700 44,477,661 31,856,266
Less: Sales Taxes:
Turnover Tax (3,492,201) (3,214,000) (3,934,119) (2,827,136)
Revenue 45,283,883 32,971,700 40,543,542 29,029,130
Group Board
2002 2001 2002 2001
4. OTHER OPERATING INCOME Rs.’000 Rs.’000 Rs.’000 Rs.’000
Interest Income Receivable from
Fixed Deposits &Treasury Bills 498,450 651,961 244,043 268,012
Staff Loans 194,162 58,563 167,515 58,563
Others 2,028 - - -
Surcharge Income 163,368 164,529 163,368 164,529
Rental Income 3,374 3,397 3,374 3,397
Differed Income 697,896 575,506 622,870 575,506
Miscellaneous Income 2,500,629 660,539 2,412,092 632,044
Government Department income 71,360 31,773 71,360 31,773
Dividend Income 152,299 - - 52,299 -
4,283,566 2,146,268 3,836,921 1,733,824
Group Board
2002 2001 2002 2001
5. PROFIT/(LOSS) FROM Rs.’000 Rs.’000 Rs.’000 Rs.’000
OPERATING ACTIVITIES
Stated after Charging /(Crediting)
Directors’emoluments - 1,417 - -
Auditors’ Remuneration
(Fees and Expenses) 3,000 3,939 3,000 3,000
Depreciation 8,221,721 6,836,276 7,837,008 6,429,079
Personnel Costs includes
- Defined Benefit Plan Costs -Gratuity 111,178 27,979 89,095 (6,178)
- Defined Contribution Plan
Costs - EPF & ETF 324,253 146,357 324,253 336,244
- Other Staff Costs 6,262,218 1,952,573 6,262,218 4,596,478
Deferred Revenue Expenses 48,022 48,023 48,022 48,022
Profit/(Loss) on Disposal of Property,
Plant and Equipment (9,355) (10,909) (266) (3,155)
Consumer Contribution (610,479) (630,144) (610,479) (563,115)
Government Grant 12,391 (12,391) (12,391) (12,391)
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CEYLON ELECTRICITY BOARD

NOTES TO THE FINANCIAL STATEMENTS

Year ended 31 December 2002

Group Board
2002 2001 2002 2001
6. FINANCE COST Rs.’000 Rs.’000 Rs.’000 Rs.’000
Interest Expense on Overdrafts and

Bank Loan 2411417 2,012,398 2,126,167 1,753,166
Interest Expense on Loans &

Borrowings Payable to Related Parties - - 22,774 29,676
Treasury Loan 3,579,499 3,042,901 3,579,499 3,039,507
Penal Interest 823,445 - 823,445 -

6,814,361 5,055,299 6,551,885 4,822,349
Group Board
2002 2001 2002 2001
7. INCOMETAX EXPENSE Rs.’000 Rs.’000 Rs.’000 Rs.’000

Current Income Tax
Current Tax Expense on Ordinary

Activities for the Year (7.1) 361,856 225,149 - -
Under/(Over) Provision of current

taxes in respect of prior years - (553) - -
Disputed income tax on Consumer

Contribution - 43,180 - -
Deferred Income Tax
Deferred Taxation Charge/(Reversal) (8,003) 64,877 - -

353,853 332,653 - -

7.1  Reconciliation between Current Tax Expense/ (Income) and the product of Accounting

Profit.

Accounting Profit (Profit before Tax)
Aggregate Disallowed items

Aggregate Allowable Expenses

Taxable Profit

Tax Losses Brought Forward and Utilized

Tax Losses Carried Forward and Utilized

Board
2002 2001
Rs.’000 Rs.’000
(7,426,178) (9,201,009)
7,503,298 7,133,896

(7,032,486) (8,341,514)

{6,955,366) (10,408,627)
(36,517,172) (26,108,545)

(43,472,538) (36,517,172)
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