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මගේ අංකය 
vdJ ,y. 
My No. 

 

Chairman 

Central Engineering Consultancy Bureau  

 

 

Report of the Auditor General on the Financial Statements and Other Legal and Regulatory 

Requirements of the Central Engineering Consultancy Bureau and its subsidiary for the year 

ended 31 December 2023 in terms of Section 12 of the National Audit Act, No. 19 of 2018. 

______________________________________________________________________________ 

 

1.  Financial Statements 

 

1.1 Qualified Opinion  

 

The audit of the financial statements of the Central Engineering Consultancy Bureau (“the 

Bureau”)  and its subsidiary (“the Group”) for the year ended 31 December 2023 comprising the 

statement of financial position as at 31 December 2023 and the statement of profit or loss and other 

comprehensive income, statement of changes in equity and cash flow statement for the year then 

ended, and notes to the financial statements, including material accounting policy information was carried 

out under my direction in pursuance of provisions in Article 154(1) of the Constitution of the 

Democratic Socialist Republic of Sri Lanka read in conjunction with provisions of the National 

Audit Act No. 19 of 2018 and Finance Act No. 38 of 1971.  My report to Parliament in pursuance 

of provisions in Article 154 (6) of the Constitution will be tabled in due course.   

 

In my opinion, except for the effects of the matters described in the basis for Qualified Opinion 

section of my report, the accompanying financial statements of the Bureau and the Group give a 

true and fair view of the financial position of the Bureau and the Group as at 31 December 2023, 

and of their financial performance and their cash flows for the year then ended in accordance with 

Sri Lanka Accounting Standards. 

 

 

දිනය 
jpfjp 
Date 

 

    July 2024 CAE/B/CECB/02/FS/2023/01 
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1.2   Basis for Qualified Opinion  

 

1.2.1 Central Engineering Services (Private) Limited 

 

The Qualified Opinion on the financial statements of the Central Engineering Services 

(Private) Limited for the year ended 31 December 2023 had been expressed by me based on 

the following observations. 

 

(a)  In terms of Section 51 of Sri Lanka Accounting Standards 16, the useful economic 

life of the of property, plant and equipment with the written down value of 

Rs.378.08 million was not reviewed annually.  

 

(b) The financial statements had been prepared without being eliminated the internal 

transactions aggregating Rs. 159.9 million incurred between the sub-units of the 

Bases and between the Bases. Further, an amount of Rs. 56.78 earned from the 

internal transactions between the Base Offices had been included in the annual 

income as well as expenditure of the Company.   

 

(c)  The differences amounting to Rs.12.71 million, Rs. 52.77 million, Rs.13.30 million 

and Rs. 16.45 million were observed as compared to balances of Rs.1,299.37 

million, Rs.2,080.10 million, with no value and Rs.3,466.37 million shown by the 

parent organization i.e. the Central Engineering Consultants Bureau (CECB) and 

the corresponding balances of Rs 1,286.66 million, Rs 2,027.33 million, Rs 13.30 

million and Rs 3,449.91 million shown in the financial statements of the Company 

with regard to trade debtors, retention receivables, sundry debtors, mobilization 

advances respectively.  

 

(d) The value as on 31 December 2023 of the chicks purchased under the Rambakan 

Oya Project, which should be shown under Biological Assets, was shown under 

Property, Plant and Equipment at a cost of Rs 18.02 million contrary to paragraph 

12 of Sri Lanka Accounting Standard 41.  
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1.2.2 Central Engineering Consultancy Bureau 

(a)  The process of proper coding of fixed assets of the Bureau as enable to conduct annual 

verification of assets has not been completed by 31 December 31 and accordingly a 

centralized fixed asset register has not been prepared. Hence, the physical existence of the 

property, plant and equipment worth Rs.4,308.58 million shown in the financial statements 

could not be unsatisfactory ascertained in audit. 

 

(b)  In contrary to paragraphs 27 and 28 of Sri Lanka Accounting Standards – 01, the Bureau 

had presented the balance of VAT receivable or payable in the financial statements on a 

cash basis. 

 

(c)  Detailed information for outstanding retention balances of Rs.53.48 million and Rs.18.32 

million totalling Rs.35.16 million in respect of Battaramulla and South Base Offices of 

Engineering Procurement Construction (EPC) Division was not submitted to the audit. 

Therefore, the existence and accuracy of those balances as at 31 December 2023 could not 

be verified in audit. 

 

(d)  Treasury Bonds of Rs.246.99 million maturing on 15 June 2025 received by the Bureau in 

the year 2022 were not recognized at fair value in the relevant year in accordance with the 

Sri Lanka Financial Reporting Standards 09 - Financial Instruments. Further, the said 

accounting error was not retrospectively adjusted and recognized in the accounts even in 

the year under review as per paragraph 42 of Sri Lanka Accounting Standards (LKAS) – 

08. 

 

(e)  Biological assets of Rs. 17.28 million belonging to the mixed agriculture project 

implemented by the Bureau were presented in the inventory of the financial statement as 

at 31 December 2023. However, the land and capital cost of Rs. 11.26 million and 

equipment worth of Rs. 0.17 million  were also included in that value.  

 

(f)  Trade receivables, retention receivables, sundry debtors and mobilization advances 

amounting to Rs.1,286.66 million, Rs.2,027.33 million, Rs.13.30 million and Rs.3,449.91 

million respectively were identified as receivables to the Subsidiary from the Bureau. 

While the Bureau has identified only Rs.1,299.37 million, Rs.2,080.10 million, Rs.0.00 

and Rs.3,466.37 million respectively as the balances to be paid to the Subsidiary. Hence, 

the differences of Rs.12.71 million, Rs. .52.77 million, Rs.13.30 million and Rs.16.45 

million, were observed between those receivable and payable balances.  
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(g) Non-submission of files and other written evidence for audit. 

 

 Item Value (Rs.) Evidence not submitted 

 

i. Trade Receivable 

Balance of WP-2 Base 

Office as on 31.12.2023 

55.01 million Project information or other 

written evidence related to debtor 

balances of Rs.55.01 million 

related to 13 projects at Javatta 

Base Office and 08 projects at 

Katubedda Base Office 

    

ii. Retention money related 

to projects in Javatta and 

Katubedda Base Offices 

  7.16 million Schedules relating to withholding 

balances 

    

iii. Damages incurred in 

respect of 6 motor 

accidents as per Finance 

Regulations - 104(3), 

(4). 

1.93 million files related to vehicle accidents 

of the Bureau and information 

about the insurance claims 

received for the same 

 

 I conducted my audit in accordance with Sri Lanka Auditing Standards (SLAuSs). My 

responsibilities, under those standards are further described in the Auditor’s 

Responsibilities for the Audit of the Financial Statements section of my report.  I believe 

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

my qualified opinion.  

1.3     Other information included in the Group’s 2023 Annual Report.    

The other information comprises the information included in the 2023 Annual  Report but 

does not include the financial statements and my auditor’s report thereon, which is 

expected to be made available  to me after the date of this auditor’s report .  Management 

is responsible for the other information. 

My opinion on the financial statements does not cover the other information and I do not 

express any form of assurance conclusion thereon.   

In connection with my audit of the financial statements, my responsibility is to read the 

other information identified above when it becomes available and, in doing so, consider 
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whether the other information is materially inconsistent with the financial statements or 

my knowledge obtained in the audit or otherwise appears to be materially misstated. 

When I read the Annual Report, if I conclude that there are material misstatements therein, 

I am required to communicate that matter to those charged with governance for correction.  

If further material uncorrected misstatements are existed those will be included in my 

report to Parliament in pursuance of provisions in Article 154 (6) of the Constitution that 

will be tabled in due course. 

 

1.4  Responsibilities of Management and Those Charged with Governance for the 

Financial Statements  

 

Management is responsible for the preparation of financial statements that give a true and 

fair view in accordance with Sri Lanka Accounting Standards, and for such internal control 

as management determine is necessary to enable the preparation of financial statements 

that are free from material misstatement, whether due to fraud or error.  

 

In preparing the financial statements, management is responsible for assessing the Group’s 

ability to continue as a going concern, disclosing, as applicable, matters related to going 

concern and using the going concern basis of accounting unless management either intends 

to liquidate the Group or to cease operations, or has no realistic alternative but to do so.  

 

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

reporting process.  

 

As per Section 16(1) of the National Audit Act No. 19 of 2018, the Bureau and the Group 

are required to maintain proper books and records of all their income, expenditure, assets 

and liabilities, to enable annual and periodic financial statements to be prepared of the 

Bureau and the Group. 

 

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

 

My objective is to obtain reasonable assurance about whether the financial statements as a 

whole are free from material misstatement, whether due to fraud or error, and to issue an 

auditor’s report that includes my opinion. Reasonable assurance is a high level of 

assurance, but is not a guarantee that an audit conducted in accordance with Sri Lanka 

Auditing Standards will always detect a material misstatement when it exists. 

Misstatements can arise from fraud or error and are considered material if, individually or 

in the aggregate, they could reasonably be expected to influence the economic decisions of 

users taken on the basis of these financial statements.  
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As part of an audit in accordance with Sri Lanka Auditing Standards, I exercise 

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

 

 Identify and assess the risks of material misstatement of the financial statements, 

whether due to fraud or error, design and perform audit procedures responsive to those 

risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for 

my opinion. The risk of not detecting a material misstatement resulting from fraud is 

higher than for one resulting from error, as fraud may involve collusion, forgery, 

intentional omissions, misrepresentations, or the override of internal control.  

 

 Obtain an understanding of internal control relevant to the audit in order to design audit 

procedures that are appropriate in the circumstances, but not for the purpose of 

expressing an opinion on the effectiveness of the internal control of the Bureau and the 

Group. 

 

 Evaluate the appropriateness of accounting policies used and the reasonableness of 

accounting estimates and related disclosures made by the management.  

 

 Conclude on the appropriateness of the management’s use of the going concern basis 

of accounting and based on the audit evidence obtained, whether a material uncertainty 

exists related to events or conditions that may cast significant doubt on the Group’s 

ability to continue as a going concern. If I conclude that a material uncertainty exists, I 

am required to draw attention in my auditor’s report to the related disclosures in the 

financial statements or, if such disclosures are inadequate, to modify my opinion. My 

conclusions are based on the audit evidence obtained up to the date of my auditor’s 

report. However, future events or conditions may cause the Group to cease to continue 

as a going concern.  

 

 Evaluate the overall presentation, structure and content of the financial statements, 

including the disclosures, and whether the financial statements represent the underlying 

transactions and events in a manner that achieves fair presentation.  

 

 Obtain sufficient appropriate audit evidence regarding the financial information of the 

entities or business activities within the Group to express an opinion on the 

consolidated financial statements. We are responsible for the direction, supervision and 

performance of the group audit. I remain solely responsible for my audit opinion 
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I communicate with those charged with governance regarding, among other matters, 

significant audit findings, including any significant deficiencies in internal control that I 

identify during my audit.  

 

2.      Report on Other Legal and Regulatory Requirements  

 

2.1    National Audit Act, No. 19 of 2018 include specific provisions for following requirements. 

 

2.1.1   Except for the effects of the matters described in the basis for Qualified Opinion section of 

my report, I have obtained all the information and explanation that required for the audit 

and as far as appears from my examination, proper accounting records have been kept by 

the Bureau as per the requirement of section 12 (a) of the National Audit Act, No. 19 of 

2018. 

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

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

2.1.3 The financial statements presented includes all the recommendations made by me in the 

previous year [except the audit matters of 1.2 (a), (b), (h) described in the basis for 

Qualified Opinion section of my report]  as per the requirement of section 6 (1) (d) (iv) of 

the National Audit Act, No. 19 of 2018. 

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

material, nothing has come to my attention; 

2.2.1   to state that any member of the governing body of the Bureau  has any direct or indirect 

interest in any contract entered into by the Bureau which are out of the normal cause of 

business as per the requirement of  section 12 (d) of the National Audit Act, No. 19 of 2018. 

2.2.2 to state that the Bureau has not complied with any applicable written law, general and 

special directions issued by the governing body of the Bureau  as per the requirement of 

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

 Reference to law/Direction 

-------------------------------- 

Description 

-------------- 

(a)  Public Enterprises Circular No. 

01/2021 dated 16 November 2021 

with regard to Guidelines on 

Corporate Governance and 

Operational Manual for State-

Owned Enterprises. 
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 (i) Guidelines 

     Paragraph 2.3 

An action plan setting out in logical order and 

including the strategies for specific activities and 

actions to be completed to achieve the objectives of 

the Bureau was not prepared for the year under 

review. 

 (ii) Operational Manual  

      Paragrapgh 3.2. (i) 

A recruitment and promotion scheme for the 

middle management level and senior management 

level of the Bureau was not prepared and approved 

according to Management Service Circular No. 30 

so far. 

 

 (iii) Operational Manual  

       Paragraph 6.8 

The Ministries and other government 

institutions should not use the resources of 

public enterprises to carry out their functions. 

However, the land located at T.B. Jaya 

Mawatha (Dali Road) with an extend of 02 

rood and 24.5 perches which was purchased by 

the Bureau for Rs. 03 million in the year 1990 

with a present value of Rs.575 million had been 

given for the parking facilities to the Head 

Office of the Ministry of Irrigation at free of 

charge until now without being used for any 

fruitful economic purpose. 

 

(b) Public Enterprises Circular No. 

PED/1/2015 of 25 May 2015  

4.1 and 4.2 

Instead of using the pool vehicles for group 

transport, individuals were using them to go to 

and from the office, but the distance travelled 

could not be ascertained due to the fact that the 

running charts were not maintained properly. 

 

 

2.2.3 to state that the Bureau has not performed according to its powers, functions and duties as 

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

 

2.2.4 to state that the resources of the Bureau had not been procured and utilized economically, 

efficiently and effectively within the time frames and in compliance with the applicable 

laws as per the requirement of section 12 (h) of the National Audit Act, No. 19 of 2018  
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2.3 Other Matters 

 

(a) A loss of Rs. 145.57 million had reported from overall operations of the Bureau in the year 

ending 31 December 2023. 

 

(b) An overall operating loss of Rs.54.86 million had reported from 07 sub-divisions out of 

14 sub-divisions of the Engineering Procurement Construction (EPC) Division in the year 

under review and out of 22 cost centres in the Consultancy Divisions, 14 cost centres had 

reported an operating loss of Rs.305.49 million. 

 

(c) Eight (08) cost centres of the Consultancy Division had not generate adequate revenue 

even to cover the cost of sales for the year under review, and a total gross loss of Rs.142.30 

million had been reported in the year under review. 

 

(d) No operations had been carried out by the International Division during the year under 

review and this Division had not generated any revenue during the period from 2021 to 31 

December 2023. 

 

(e) The balance of Rs.1, 545.96 million receivable from the Subsidiary as at 31 December 

2023 had not been recovered yet and the updated agreements had not been maintained 

with regard to these transactions. It was observed that this balance is increasing due to 

carry out further transactions and not taking fruitful action to settle this balance. 

 

(f) The total debtor balances as at the end of the year under review was Rs.4, 549.28 million, 

and the debtor balances between 3-5 years and more than 5 years in the Engineering 

Procurement Construction (EPC) division were Rs.246.91 million and    Rs.1, 280.47 

million respectively and the debtor balances between 3-5 years and more than 5 years in 

the Consulting Division were Rs.270.49 million and Rs.356.55 million respectively. 

Accordingly, it was observed that the Bureau had not taken actions to recover the 

outstanding debtor balances on timely manner. 

 

(g) The total creditor balance at the end of the year under review was Rs.1, 874.15 million 

and the creditor balances between 3-5 years and more than 5 years in the Engineering 

Procurement Construction (EPC) division were Rs.219.18 million and Rs.767.84 million 

respectively and the creditor balances between 3-5 years and more than 5 years in the 

Consulting Division were Rs.2.92 million and Rs.39.04 million respectively. Accordingly, 

it was observed that the Bureau had not taken action to settle the outstanding creditor 

balances on timely manner. 
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(h) In terms of Section 7 (2) of the Default Taxes (Special Provisions) Act No. 16 of 2010, 

the Bureau had not settled the defaulted income tax, PAYE tax and other taxes for the 

period of 1996 to 2007amounting to Rs. 49.59 and fines thereof to the Inland Revenue 

Department. 

 

(i)  Out of 15 official residences belonging to the Bureau located at Sarana Road, Colombo 07, 

five (05) official residences are being utilized by the outsiders without making any payment 

and there is no approved procedure at the Bureau for providing these official residences to 

the outsiders. Further, the Bureau had not entered into with the agreements with the outside 

parties for providing these official residences. 

 

(j)  A land with an extent of 150 acres belonging to Sri Lanka Mahaweli Authority located in 

Pollebedda Mahaweli Division, Rambakanoya Mahaweli Zone, Ampara District had been 

given to the Bureau for a mixed agricultural project. However the Bureau had not taken 

any actions so far to enter into a formal lease agreement to acquire the land on a long-term 

lease basis. Further, this agricultural project is being maintained by the Central Engineering 

Services Private Ltd, from the year 2023 and no proper actions had been taken for handed        

over this land to the above company.  

 

 

 

W.P.C. Wickramaratne 

Auditor General 


