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In preparing the financial statements, management is responsible for assessing the Board'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 intend to liquidate the Board or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Board's financial reporting process.

As per Section 16(1) of the National Audit Act No. 19 of 2018, the Board is required to maintain proper books and records of all its
income, expenditure, assets and liabilities, to enable annual and periodic financial statements to be prepared of the Board.

Auditor’s Responsibilities for the Audit of the Financial Statements

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

As part of an audit in accordance with Sri Lanka Auditing Standards, | exercise professional judgment and maintain professional
scepticism throughout the audit. | also:

o 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 Board's internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related
disclosures made by the management.

e 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 Board’s ability to continue as a going concern. If | conclude that a material uncertainty exists, | 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 Board 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.

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

Report on Other Legal and Regulatory Requirements

National Audit Act, No. 19 of 2018 includes specific provisions for following requirements.
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Except for the effect of the matters described in the Basis for Qualified Opinion paragraph, I have obtained all the information and
explanation that required for the audit and as far as appears from my examination, proper accounting records have been kept by
the Corporation as per the requirement of section 12 (a) of the National Audit Act, No. 19 of 2018.

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.

The financial statements presented includes all the recommendations made by me in the previous year as per the requirement
of section 6 (1) (d) (iv) of the National Audit Act, No. 19 of 2018 except for audit observations in paragraphs 1.2.2 (a) (b) (d), 1.2.3

@) (b) ©) () () (F) (h), 1.2.4 (b), 2.2.2 () (d) (e), 223 (a) (b), 2.2.4 (b), 3 (b) (<) (&) (F) () (h) (i) (j) in this report.

Based on the procedures performed and evidence obtained were limited to matters that are material, nothing has come to my
attention;

To state that any member of the governing body of the Board has any direct or indirect interest in any contract entered into by
the Board 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.

to state that the Board 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 except for

(a) CEB had made emergency power purchases (1,398 GWh worth of Rs.34,326 million) for the period of April 2016 to
December 2018 without applying Tender procedure as per the requirement of Subsection 4 C (ii) of Section 43 of Sri Lanka
Electricity (@amendment) Act, no. 31 of 2013 ..

(b) According to the court decision given under case no.CA/WRIT/193/2015, circular no.2014/GM/46/Pers dated 27 November
2014 is illegal, null and void. Therefore the payment of salaries based on this circular and other circulars issued on this
is illegal. According to the sample audit, there was an overpayment of Rs.833,453,051 for the period from 2015 to 2018
approximately, without taking into account the effect of allowances, Overtime payment and days pay, bonus, PAYE Tax, Tax
on Tax, EPF, ETF and Pension payment, leave encashment, interest on loans paid based on the incremental salary and action
had not been taken to recover the overpayment from employees up to the date of this report.

(c) Various staff allowances had been paid from time to time to the staff of the CEB on the approval of the Board in contrary to
the decision taken by the Cabinet of Ministers on 14 November 2007 and the provisions in the Management Services Circular
No. 39 of 26 May 2009. At the audit test checks, it was revealed that such allowances totaling to Rs.1,873 million and Rs.1,930
million had been paid in the year 2018 and 2017 respectively.

(d) The Cabinet of Ministers has taken decisions on 13 December 2007 at the time of salary revision and on 20 May 2015 at the
time of consideration of Collective Agreement, to shift the Pay As You Earn (PAYE) tax liability to employees. However, the
CEB had paid the PAYE tax of Rs.4,210,046,371 from its owned fund without deducting it from the salaries of the respective
employees during the period from 2010 to 2018 in contravening to the above decisions taken by the Cabinet of Ministers.
The amount so paid during the year under review was Rs.915,698,241 and indicating an increase of 35 per cent as compared
with the previous year.

Further, the value of non-cash benefits specified by the Commissioner General of Inland Revenue in the Gazette Notification
No.1706/18 dated 20 May 2001 should be considered when calculating the PAYE tax of each employee. However, the CEB
had not taken into account the non-cash benefits such as provision of quarters, apartments and motor vehicles for private
use etc. for this purpose.
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(e) Instead of granting vehicle loans at the rate of interest ranging 10 per cent to 14 per cent as per the Public Enterprises
Circular No 130 of 08 March 1998, the CEB had granted these loans at an interest rate of 4.2 per cent. Further, it was observed
that the staff loans have been paid without any control even though the CEB faces severe liquidity problems.

to state that the Board has not complied with any applicable written law, general and special directions issued by the governing
body of the Board 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) Section 28(3) of Sri Lanka Electricity Act, No.20 | The CEB had not paid interest for consumer deposits as specified in
of 2009 the act and according to the computation made by audit based on the
rate reported by the Public Utility Commission of Sri Lanka for the year
2018, the interest to be paid thereon was Rs.1,562 million and un paid
accumulated interest as at 31 December 2018 was Rs.3,526 million.

(b) Ceylon Electricity Board Act, No. 17 of 1969 The CEB may establish and maintain a Depreciation Reserve with the
i. Section 47(2)(a) General Treasury in order to cover the depreciation of the movable
and immovable property of the CEB. However, in contrary to that
requirement, the CEB had established a Depreciation Reserve in its
financial statements by transferring Rs.1 million per annum up to 31
December 2000 and thereafter no movement had been taken place. A
sum of Rs.23 million being accumulated on that date had been carried
forwarded in the financial statements continuously without any review.

i. Section 46 and Section 11(a) and (b) of Partll of | The CEB had invested only Rs.8,070 million as at 31 December 2018 in
the Finance Act, No. 38 of 1971 the Insurance Escrow Fund although it was stated that a contribution of
0.1 per cent of the total value of the gross fixed assets as at the end of
each year since 1989 should be transferred to that Fund.

(c) Asset Management Circular No.01/2017 dated | Non-financial asset information had not been sent to the Comptroller
28 June 2017 issued by Comptroller General of the | General as per the requirements of the circular.
Ministry of Finance and Mass Media

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

(a) Significant delay (April 2016 to May 2019) was observed in procurement of 50 nos. T MW transportable Generators
(estimated procurement value is Rs.3 billion) and usage of the Generators were out the main objective mentioned in the
Cabinet memorandum. Operations of the generators at a lower level due to some specification approved by Technical
Evaluation Committee had not been considered by the procurement committee.

(b) Three thousand insulators (Pin 33KV) procured at a cost of Rs.7,221,707 on 11 September 2014 had not been utilized due to
inferior quality and it was remained idle without replacing at the stores up to 30 June 2019. It was further observed  that
the validity period of the performance bond obtained in this connection had been lapsed on 26 February 2016. Even though
the said stock reordered as a third time, had not been satisfied the acceptance criteria.
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3. Other audit observations
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An amount of Rs. 1,931,142,380 is shown as deficit of the coal stock during the year under review. However the physical
stock taking had not been carried out even the Board of survey team has been appointed. Hence it was unable to verify the
accuracy of the coal stock balance available as at 31 December 2018.

Even though the CEB had sold electricity to LECO and purchasing fuel from Ceylon Petroleum Corporation for several years,
there were no sales and purchase agreements entered with those two parties in order to ensure the smooth operations
between these two Institutions.

A sum of Rs.125,736,811 had been deducted by the lending agency in 2018 as commitment charges from the loans given
forimplementing the foreign funded projects of the CEB due to un-utilization of the funds in timely manner. However, the
accuracy of the commitment charges cannot be verified due to non-availability of calculations.

The CEB had to purchase 362 GWh of electricity in the year 2018 since the continues delay in construction of power plants
and proper implementation of Least Cost long term Generation Plan. Further a court case had been filed against CEB on the
construction of 300 MW LNG power plant in Kerawalapitiya by the Lakdhanavi (Pvt) Ltd for not following the procument
guidelines.

A special investigation had been carried out by the Internal Audit Branch in respect of stock shortage of Rs.52,550,929
identified in 2014 under project of Uthuruwasanthaya in April 2017. However, no disciplinary action had been taken
against the officer who is responsible for the shortage amount of Rs.6,220,855 out of Rs. 52,550,929 even up to the date of
this report. Further, a court case (Case no B/1164/15) had been filed against other officer in Magestrict Court, Trincomalee
by the Criminal Investigation Department in 2015 in this regard. Further, information relating to present position of the
court case was not made available for audit.

The prompt actions had not been taken by the Board up to 16 August 2018 against the person who was liable for stock
shortages of Rs.3,674,861 which had been occurred during the period of 20 November 2006 to 20 February 2012, in
Asset Management Division (Power Plant) even the formal investigation was completed. Further, the same employee had
committed a fraud in another office of the CEB and his duty has been terminated after recovering Rs.99, 155 as the value
of the fraud prior to the aforesaid fraud.

An officer who liable for the stock shortage of Rs.3,789,893 had been allowed to retire on 15 October 2011 without being
recovered the loss as recommended by the committee appointed for investigation. Further, the above material amount
had remained in the books of account without being taken any remedial action.

Out of trade debtor balance of Rs.19,038,547,212 as at 31 December 2018, a balance of Rs.3,754,841,442 relating to both
ordinary and bulk supplies had remained outstanding for over one year and out of them Rs.1,827,399,804 had remained
unrecovered for more than five years. Further, an amount of Rs.423,764,624 is remained as unidentified since 2012.

A sum of Rs.32,765,469 due from the Lanka Electricity Company (Private) Limited (LECO) had remained outstanding for
more than five years without taking any recovery action.

The following other receivable balances aggregating Rs. 2,505,752,812 had remained unrecovered for more than five
years as at 31 December 2018.
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XADSL
Name of Debtor Amount Description
Rs.
General Treasury 225,000,000 | Recovering cost of street lightening & maintenance.
Wood Group Gas Turbine Ltd. 8,264,352 | Payments made for constructing an access road to the West Coast
Power Plant.
Ministry of Power and Energy 6,142,277 | Payments made for the opening ceremony of Kerawalapitiya
Combined Power Plant.
Sri Lanka Sustainable Energy 897,025,999 | Tariff adjustment paid by the CEB to the Mini Hydro Developers.

AES Kelanithissa (Private) Ltd.

1,368,961,445

Amount to be recovered on payment of price differences.

Northern Power (Private) Ltd.

358,739

Amount to be recovered from augmentation job completed in
2011

Total

2,505,752,812

(k)  Asum of Rs.714,965,435 due from Lanka Coal Company had remained outstanding for more than five years without taking

any recovery action.

() A sum of Rs. 4,834,319,648 Payable to china machinery Engineering Corporation was remained more than one year

without being settled.

(m) A sum of Rs.153,734,062 shown under other receivables of Asset management division is remained without being
recovered for more than five years. Out of that amount Rs. 146,090,787 is to be recovered from the government institutions
and CEB had not taken necessary action to recover at the initial stage of the transactions.

(n)  The amount of Rs.2,713,788,005 is shown as Trade creditors without being settling more than one year.

-
W.P.C.Wickramaratne
Auditor General
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Replies to the Report of the Auditor General on the Financial Statements of the Ceylon Electricity Board for the year ended
31%*December 2018 in terms of Section 12 of the National Audit Act, No. 19 of 2018.

1. Financial Statements

1.1 Qualified Opinion
Informative

1.2 Basis for Opinion

1.2.1 Comments on Financial Statements of the CEB

1.2.2 Compliance with Sri Lanka Accounting Standards (SLAS/SLFRS) and Accounting Policies.

C)}

LKAS 2- Inventories and LKAS 16 - Property, Plant and Equipment
The CEB is applying the standard cost method for valuing of labour, material and overhead costs of its capital
and maintenance jobs, instead of applying the actual costs as per the provisions in the above Standards.

Other than the Distribution Division assets which are transferred from WIP all other Property, Plant and Equipments
(Land, Building, Motor Vehicle, Machinery, and Office Equipment) are valued at actual cost which complies with the
recommendations of LKASs.

LKAS 02 -"Techniques for the measurement of the cost of inventories, such as the standard cost method or the retail method,
may be used for convenience if the result approximates the cost”. The reason for using the standard cost method for
valuation of inventory by CEB is that, there should be a standard cost base to each customer in any area irrespective of
the price changes of the materials. Further, large number of inventory items being used for line construction and other
business activities where it is practically difficult to find actual cost. Labour rate is calculated based on actual average direct
labour cost and it is absorbed to capital and maintenance jobs. Overhead rate is calculated using directly attributable
overhead related to respective capital or maintenance jobs.

The PUCSL guidelines for “Methodology for Charges” also defined that “Each licensee shall calculate Standard Prices for
all items of material used for the provision of electricity supply services in the operational area. The standard prices so
calculated shall be valid for a period of one year starting from 01st January to 31st December of any year”

The present system does not support to split the price variances related to the capital jobs and the maintenance jobs due
to the high volume of such jobs in the Distribution Divisions. This issue has been highlighted and discussed at the process
study for the proposed ERP system. Action will be taken to find a solution for this issue with the implementation of ERP
system in the future.

A committee appointed to study the most appropriate method for valuation of inventory has recommended to apply
“Weighted Average Pricing Method". Meanwhile CEB is in the process of implementing ERP system with the Weighted
Average Inventory valuation method. When ERP system introduce in CEB these issues will be eliminated.

Further until implementation of ERP system the committee has proposed to review the standard price bi-annually in order
to further minimize the gap between actual price and standard price.

Action had been taken to eliminate the labour rate variance from financial statements of Distribution Division 04 with
effective from 2019. Instructions were issued to other three Distribution Division for the implementation of the same.
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(b) LKAS 8 - Accounting Policies, Changes in Accounting Estimates and Errors

(©

(d)

(e)

(i) The basis applied for the classification of spare part could not be accepted in audit and the basis applied for classification
had not been disclosed in the financial statements.

The Circular No :-GHQ/AGM(G)/Circular /2018/01 dated 17t" September 2018 was issued on “Spare Parts of Generation
Division - Demarcation of Capital Expenditure and Operating Expenditure” with effect from 01°t January 2019. Action
has been taken to record the transaction adhering to this circular with effect from 01¢t January 2019.

(ii) The useful lifetime of fully depreciated non-current assets which are being continuously utilized by the CEB had not been
reviewed as mentioned in the accounting policies.

Non-current assets of Generation Division, such as power plants are unique and complex in nature and there is no
specific institution / guideline to carry out the reassessment of the life of the assets & Valuation. This issue will be further
study.

Fully depreciated Motor Vehicle using without revaluing
The action will be taken to appoint a Committee to study the policy and to streamline the process
LKAS 16 - Property, Plant and Equipment
The amount of Rs.170, 908,049,775 in the Transmission Division had not been physically verified during the
year under review.
Action has been taken to physically verify the fixed assets of the Transmission Division.

LKAS 27- Provisions, Contingency Liabilities and Contingency Assets

Recoverability of Rs. 2,312,756,993 invested in financial instruments by Employee Provident Fund (EPF) of the
Board is doubtful due to non-existence of those financial instruments.

As per the Paragraph 3.10 of the Conceptual Framework for Reporting Entity, A reporting entity is an entity that is required,
or chooses, to prepare financial statements. Accordingly, the CEB Provident Fund is a separate entity managed through
Rules of Provident Fund (Gazette no.1321/18 - 2003 -12-31). Provident Fund Rules required the Fund to prepare separate
Financial Statement.

Further, as per the clause 21(ii) of the Provident Fund rules “as at end of each financial year of the Board the Committee
shall make up the accounts of the Fund and furnish the same to the Board. In so making up the accounts of the Fund, the
Committee with the advice of the Auditors of the Fund may create such reserves and make such provisions as may think
advisable”.

Therefore ultimate responsibility for contingencies (if any) is remained with the Fund. Accordingly, required disclosures
had been made in the financial statements of the Fund regarding this contingency.

LKAS 38 - Intangible Assets

The amount of Rs.56, 281,125 spend to purchased and developed the software had not identified as intangible
assets as per the requirement of the standard and disclosure had not been provided in the accounting policies.

Action has been taken to record the software as intangible assets as per the requirements of the Standard and disclosures
will be made of the Financial Statement.
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Recoverability of investments made by the Pension Fund of the CEB amounting to Rs.403, 717,966 and interest
thereon amounting to Rs.16,045,328 were in doubt due to non-existence of those financial instruments.

Civil Case has been filed by CEB against Entrust Securities PLC in the District Court of Colombo under the Case Numbers
DMR/1029/2018 to recover the Face Value and the Defaulted Coupon Interest Payments therein. The case has been fixed
for summons returnable and the next hearing date is 015tOctober 2019.

Further a settlement plan is being negotiated with Central Bank of Sri Lanka in which CBSL proposed to repay 50% of the
invested amount with the Defaulted Coupon Payments and settle the remaining balance in Four (04) equal instalments.
In response to the said proposal, Chairman-CEB, Mr. W.B. Ganegala, by his letter dated 04" October 2017, expressed CEB's
consent to the said proposal without prejudice to the right of the CEB to institute any legal action against Entrust Securities
PLC to recover any unpaid value of the total investment. Subsequent to the said letter, several reminders have been sent
inquiring the current status of the aforesaid settlement Plan in response to said letters, CBSL has mentioned that the
proposed settlement plan has been referred to Monetary Board of CBSL for approval.

A debit balance of Rs.1,410,889,819 (stock shortage) and a credit balance of Rs.39,522,766 (stock excess)
had remained in the Stock Adjustment Account for more than one year without being cleared.

Action has been taken by the respective division to clear the stock adjustment account frauds, shortages which are on legal
action.

CEB had not paid or made provisions in its accounts for the loan and interest thereon for the loan amount
obtained for the construction of Lakvijaya Power Plant to the General Treasury.

There were outstanding amounts in the books of Ceylon Electricity Board (CEB) as separate two term loans that were
received from EXIM Bank of China for the construction of Lakvijaya Power Plant, had been accounted as payable to Treasury
in terms of said Cabinet Decision. However, the repayment of above two loans has been semi-annually made by General
Treasury with the interest. It is noted that CEB had no stronger financial position to take over the repayment obligation due
to non-availability of appropriate income based on the tariff approved by PUCSL.

According to Sri Lanka Accounting Standards, the provision would be made for outstanding dues of above two loans
payable to General Treasury. But, the provision for interest & repayments had not been made in the books of CEB due
respect of decision taken by Deputy Secretary to Treasury to allocate budget provision to convert the above two loans into
equity subject to cabinet approval. Once the formal direction given by General Treasury, the action will be taken to record
such transaction in the books of CEB subject to approval of the Board of CEB.

The expenses incurred by the CEB on behalf of Employee Provident Fund maintains by the CEB amounting to
Rs.41,421,524 had been treated as expenses of the CEB without being treated as receivable and as such, the
loss for the year under review had been overstated by similar amount.

According to the clause 20 (i) of the Provident Fund Rules published under the Ordinary Gazette Notification No. 1321/18
dated 31st December 2003, Expenses of managing and administering of the Provident Fund including expenses directly
attributable to the buying and selling of Investments shall be a charge on the funds of the Board, unless otherwise decided
by the Board from time to time.

Therefore inclusion of expenses pertaining to CEB Provident Fund, amounting to Rs. 41,421,524.00, into CEB's Financial
Statements is in accordance with the aforesaid CEB Provident Fund Rules. Hence, it is not required CEB to record Provident
Fund expenses as receivables in the Financial Statements of CEB.
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(e)

()

(9)

(h)

The receivable value of the jobs carried out for the supply and maintenance of Power Generators, Lifts and air
conditioners to government institutions had been accounted to the cost value instead of its invoice value for
the period prior to year 2013.

It had been the practice of units coming under the purview of DGM (WR&AS) serving the engineering estimates to
government institutions in relation to the annual maintenance jobs carried out by CE (Power Plants), CE (AC & Ref.) and
CE (Lifts), and recording the actual cost incurred by CEB until the estimated value is being recovered from the relevant
government institutions, as the government institutions are very much reluctant to make the payments due to CEB on
annual maintenance jobs. As a result, the CEB started issuing an invoice on quarterly basis to its clients for the work done
from 2015.

However, persistent efforts have been taken to recover at least the cost incurred by CEB from the government institutions
that were outstanding from year 2005 and it was unsuccessful.

Finally, due to the inability of taking legal action against the government institutions to recover the dues, as cited by the
Attorney General, a full bad debt provision had been made in the Statement of Comprehensive Income of 2017 in this
regard.

Recording the previous transactions (prior to 2013) in the Financial Statements of 2018 at its invoiced value instead of
the cost, as mentioned in the Audit Report, the net result on the Financial Statements would be insignificant even after
converting the transactions that made prior to 2013, because of increasing the provision for overdue receivables by the
same amount, in order to make the full provision to be on par with the receivables as of 2018.

As such, itis not agreeable with the statement that the receivables and retained earnings shown in the Financial Statements
had been understated by Rs. 66,987,761.

The amount of Rs.5 Billion paid to the General treasury for the levy in the year 2016 is shown as other debtors
instead of being charged to the equity statement.

As per the instructions of Treasury and the Secretary of MOPRE, CEB paid Rs. 5 Billion to the Treasury through a term loan
obtained from Peoples’ Bank to meet the urgent fund requirement of the government subject to the condition that the
Treasury will issue a Bond for the value of Rs. 5 Billion. Further it was decided to pay the interest rate difference to the CEB
with regard to term loan and the Treasury bond. However, up to now Treasury has not issued the Bond of Rs. 5 Billion and
CEB pays interest and capital to the Peoples’ Bank of term loan. Hence, it is prudent to record Rs. 5 Billion as receivable in
CEB Financial Statements under Current Assets, till proper instruction is received either to charge to the equity or expense
of CEB.

The difference of Rs.253,187,075 was observed between receivable balance of the Lanka Coal Company and
the payable balance of the financial statement due to record of coal purchases on Performa invoice. As a result
of that cost of sales had been understated and loss for the year had been overstated by same amount.

This issue was addressed by the audit query 2016 (POE/C/CEB/FA/2016) and both parties (CEB/LCC) agreed to use value
of Performa Invoice until final Tax Invoices are issued by LCC. Therefore, the outstanding balance as at 31 December 2017
was zero. But, LCC has changed this criteria to actual invoice basis in 2018. The reason to the difference is this change.

The CEB had not paid or made the provisions an interest of Rs.2,557,474,111 to the General Treasury as per
the conditions in Sub-loan Agreements and an additional interest ranging from 1 percent to 2 percent per
annum have to be paid on delaying the above interest payment.

CEB is unable to make any provision for interest on the outstanding balances of each loan from year 2015 in line with Sub
Loan Agreements. CEB needs to get concurrence from the Department of Public Enterprises to make sure repayment of
interest or any provision in par with allocation to be made by General Treasury. Though several discussions have been
made in this regard with the Treasury officials. A decision has to be made in this regard.
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1.2.4

1.3

1.4

2.1

2.2

2.2.1

2.2.2

Un-reconciled Differences

(a) A difference of Rs.783,963,130 was observed between the balance of Rs. 46,029,135,981 shown as payable
to the Ceylon Petroleum Corporation in the financial statements of the CEB as at 31 December 2018 and the
corresponding balance of Rs. 46,813,099,111 shown as receivable in the financial statements of the Ceylon
Petroleum Corporation as at that date.

This is a repeated audit query since year 2013 CEB stands for the previous answer which is reproduced below.

As per the decision taken at the meeting chaired by secretary to Treasury on 30" September 2013, it was decided to pay
interest on overdue invoice value (beyond the credit period) with effect from 20t April 2013. However the delayed interest
payment of Rs. 753,610,829 is relevant to fuel purchases before 20" April 2013 by CEB. Though it is appeared in the books
of accounts of CPC, CEB does not bear any liability in this regard. Therefore it is not required to carry out reconciliation for
this difference since CEB does not liable.

Further this issue has been taken up to the Audit Committee of the Ministry of Power, Energy and Business Development.

(b) Un-reconciled differences aggregating Rs.36, 888,821 was observed between the balances of bulk trade
debtors as at 31 December 2018 shown in the billing system of the Distribution Divisions 01, 02, 03 and 04
and the corresponding amount shown in the financial statements of the year under review due to omission of
some balances in billing system and as well as in the financial statements.

The process of recording billing transaction in the CEB billing system and the financial transactions record in the General
ledger will not be agreed at any given date. Distribution Divisions carry out a reconciliation to determine the reasons to
such differences.

Heavy supply debtor's ledger balance includes active debtors, finalized debtors. However billing report extract from IT
branch, includes only active debtors balance. Therefore difference between billing report extract from IT branch balance
and the ledger balance is mainly due to finalized debtors.

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

Auditor’s Responsibility for the Audit of the Financial Statements
Informative

Report on the Legal and Regulatory Requirements
Informative

National Audit Act No.19 of 2018 include specific provision for following requirements.
Informative

Based on the procedure performed and evidence obtained were limited to matters that are material, nothing has
come to my attention

To state that any member of the governing body of the Board has any direct or indirect interest in any contract
entered into by the Board which are out of the normal cause of business of per the requirement of section 12(d) of
the National Audit Act. No. 19 of 2018.

Informative

To state that that the Board has not performed accordance to its power, functions and duties as per the requirement
of Section 12(g) of the National Audit Act No. 19 of 2018 except for

(a) CEB had made emergency power purchases (1,398 GWh worth of Rs.34, 326 Million) for the period of April
2016 to December 2018 without applying tender procedure as per the requirement of Subsection 4 C (i) of
Section 43 of Sri Lanka Electricity (amendment) Act No.31 of 2013.

Cabinet approval has been obtained for this procurement.
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(b)

(©

(d)

(e)

According to the court decision given under case no.CA/WRIT/193/2015, circular no.2014/GM/46/Pers dated
27*"November 2014 isillegal, null and avoid. Therefore the payment of salaries based on this circular and other
circulars issued on this is illegal. According to the sample audit, there was an overpayment of Rs.833,453,051
for the period 2015- 2018 approximately, without taking into account the effect of allowances, Overtime
payment and days pay, bonus, PAYE Tax, Tax on Tax, EPF, ETF and Pension payment, leave encashment, interest
on loans paid based on the incremental salary.

By the query itself mentioned that the said amount was paid in between year 2015 - 2018 and the court has given the
verdicts on 02" April 2019. After receiving the verdict, CEB has stopped the salaries of respective employees with effect
from April 2019 and an allowance was paid on recoverable basis instead of said salary until getting a Cabinet approval on
payment of salaries.

Further, CEB sought the legal opinion on the said judgement from the Hon. Attorney General and CEB is taking necessary
steps to comply with the judgement liaising with the Ministry of Power, Energy & Business Development.

Various staff allowances had been paid from time to time to the staff of the CEB on the approval of the Board
in contrary to the decision taken by the Cabinet of Ministers on 14 November 2007 and the provisions in the
Management Services Circular No. 39 of 26" May 2009.

Cabinet approval has been received on 09" April 2008 for the payment of Allowances to the CEB employees as per the
recommendations of the salaries and cadre Commission. However, it is not clear which allowances are referred under
this item, and therefore a comprehensive answer is not possible. Moreover a reply has been sent to the Auditor General
regarding the same query. Management Services Circulars are generally not used in CEB unless they are adopted by the
Board. However, Board approval has been obtained for payment of each and every allowance.

The Cabinet of Ministers has taken decisions on 13t December 2007 at the time of salary revision and on
20t May 2015 at the time of consideration of Collective Agreement, to shift the Pay As You Earn (PAYE) tax
liability to employees.

The PAYE Tax liability of CEB employees has been borne by the CEB since its employees were made liable for PAYE Tax. This
was informed to the Ministry of Power, Energy & Business Development and Salaries and Cadre Commission on several
times and discussions were also held with Trade Unions. However, no consensus was reached regarding reverting it back
to employees. The Collective Agreement signed on 04* January 2018 has been published by the Extra Ordinary Gazette
No.2068/5 dated 23 April 2018. It appears now a violation of the collective agreement to change the agreed remuneration
and would create further legal repercussions.

CEB had not taken into account the non-cash benefits such as provision of quarters, apartments and motor
vehicles for private use etc. for this purpose.

The instructions was issued through 2018/GM/39/FM, Accounts Circular No. 526 to take the non-cash benefits such as
quarters, apartments and motor vehicle for private use etc. for the PAYE calculation. Since the instructions was issued with
the implementation of the new Inland Revenue Act in 2018, it will take reasonable period to comply with this by all the
divisions of the CEB.

Instead of granting vehicle loans at the rate of interest ranging 10 percent to 14 percent as per the Public
Enterprises Circular No 130 of 08t March 1998, the CEB had granted these loans at an interest rate of 4.2
percent.

Vehicle loans for CEB employees were granted as per terms and conditions stipulated by the Board Decisions at
concessionary rate of interest. Further CEB has not adopted the Public Enterprise Circular issued under this topic. Moreover,
the staff loans have been paid as a benefit for the employees of CEB. Without such reward management scheme, CEB
cannot maintain the employees’ morale towards their works.
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2.2.3 (a) The CEB had not paid interest for consumer deposits as specified in Section 28(3) of Sri Lanka Electricity Act, No.20
of 2009

As per the clause No. 3 (d) and No. 30 of Sri Lanka Electricity Act No. 20 of 2009 the electricity tariff shall be sent by PUCSL.
However the prevailing electricity tariff is not generating sufficient cash to run the business of CEB. The relevant clause in the Act
as follows;

3(1) the function of the Commission shall be to act as the economic, technical and safety regulatory for the electricity industry in
Sri Lanka, and -

(d) Toregulate tariffs and other charges levied by licensees and other electricity undertakings, in order to ensure that the
most economical and efficient service possible is provided to consumers;

30 (1) this section shall apply to -

a) Tariffs or charges levied by the transmission licensee for the transmission and bulk sale of electricity (hereinafter
referred to as “transmission and bulk sale tariffs"); and

b)  Tariffs or charges levied by the distribution licensee for the distribution and supply of electricity (herein after referred
to as “distribution and supply tariffs")

(2) Transmission and bulk sale tariffs and distribution and supply tariffs, as the case may be, shall, in accordance with conditions
specified in the relevant license -

a) Besetby the relevant licensee in accordance with a cost reflective methodology approved by the commission;

b)  Permit the relevant licensee to recover all reasonable costs incurred in the carrying out of the activities authorized by
its license on an efficient basis,

c) Beapproved by the Commission in accordance with the policy guideline approved by the Cabinet of Ministers under
section 5; and

d)  Be published in such manner as may be required by the Commission, in order to ensure public knowledge.

As per Clause No 28 (3) of Sri Lanka Electricity Act No.20 of 2009 each Distribution License (DL) has to pay the interest
for securities deposits to its customers. The relevant clause in the Act. is as follows;

Clause 28 (3) “Where any sum of money is provided to a distribution licensee by a way of security in pursuance of
this section. The licensee shall pay interest on such sum of money at such rate as may from time to time be fixed by
the licensee with the approval of the commission, for the period in which it remains in the hands of the licensee.”

Presently, CEB is not receiving sufficient cash collection to run its business and as a result CEB is using the security
deposits of its customers as a part of its working capital and balance working capital is obtained from bank overdrafts,
short term loans etc.

The benefits obtains by utilization of security deposits of its customers as its working capital by CEB i.e. saving in
interest on bank overdraft is distributed among all its customers by way of reduced tariff. In other word CEB has
distributed more than Rs.1,562 Million among all its customers for the year 2018 which is the estimated value given
in draft audit report based on if the security deposits is deposited in a bank the interest that would have been earned.

If as per this clause if DL's going to pay the interest on security deposits it will be an added financial burden for DL's
and additional cost to the industry.

Hence, we have recommended the complete deletion of clause No 28 (3) from Sri Lanka Electricity Act No 20 of 2009
to Ministry and requested Ministry to take further action on this regard.
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2.2.4

(b)

(©

(@)

Ceylon Electricity Board Act, No. 17 of 1969

(i) Section47(2)(a) - The CEB may establish and maintain a Depreciation Reserve with the General Treasury in order to cover
the depreciation of the movable and immovable property of the CEB.

Under section 47 (2) (a) the Board established a depreciation reserve in Financial Statements in order to cover
depreciation of movable and immovable property of the CEB. Since CEB is incurring Continuous losses this account has
not been updated in many years. However, by taking in to your comments once the CEB makes profit, then Rs. 1 Mn. per
annum will be transferred to depreciation reserve account to update the depreciation Reserve Account.

(i) Section 46 and Section 11(a) and (b) of Part Il of the Finance Act, No. 38 of 1971 - The CEB had invested only
Rs. 8,070 Million as at 31t December 2018 in the Insurance Escrow Fund

It is accepted that theoretically insurance fund reserve account balance and investment in Escrow Account balance are
reconciled at a given date. As per the books as at 31t December 2018 insurance reserve balance stood at Rs. 16,304 Mn
where as insurance investment Account stood at Rs. 8,070 Mn. This difference has arisen mainly due to non-investment
in Insurance Investment Escrow Account due to CEB is experiencing adverse cash flow situation from many years. Even
in the year concern (2018) CEB incurred loss of Rs. 30,458 Mn. As a result of this CEB runs at an average 6 Bn - 7 Bn
overdraft and having Bank Loan of nearly Rs. 80 Bn. Therefore, it is not worthwhile to obtain overdraft / Loan facility and
invest in Escrow Account. However, action will be taken to investment equal of 0.1% of the gross fixed assets in insurance
reserve investment account once the CEB Liquidity position and cash flows are improved.

Non-financial asset information had not been sent to the Comptroller General as per the Asset Management
Circular No.01/2017 of 28t June 2017 issued by the Ministry of Finance and Mass Media.

The aforesaid circular requires CEB to submit information on non-financial assets which are coming under 07 categories
in 07 annexures. Additional Finance Manager (Corporate) has already submitted the information in annexures | and Il
on 27t October 2017 and 24 January 2018. The copy of the already submitted information has been forwarded to the
Superintendent of Audit on their request.

All other information isincomplete due to the extensive nature of the information required and information should be sent
after consolidating all the 10 divisions. The information is being collected and continuous reminders has been forwarded
formally to all the liaison officers of each division.

Significant delay (April 2016 to May 2019) was observed in procurement of 50 nos.1MW transportable
Generators (estimated procurement value is Rs.3 Billion) and usage of the Generators were out the main
objective mentioned in the Cabinet memorandum. Operations of the generators at a lower level due to some
specification approved by Technical Evaluation Committee had been ignored by the procurement committee.

50 Nos of TMW containerized transportable generators with 25 Nos, Containerized transformers and 25 Nos. Containerized
fuel tanks procured as per the instruction of SCAPC and Cabinet memorandum number 17/2363/727/050/TBR dated
16t October 2017.

Accordingly, Diesel Generator (DG) sets were received as per the specifications specified in the tender document with
certain improvements agreed by either party.

The generators were installed and commissioned for commercial operations at Thulhiriya (10x1 MW) on 25% January
2019, and Kolonnwa Site 01, (10X1TMW) & Kolonnawa Site 02 (10XTMW) on 22™ & 26" March respectively , Mathugama
(12X1MW) on 7* April and Mathugama (8X1MW) on 2" May 2019.

The installed DG sets were in operation. The contractor, as per the contract, is attending operational and maintenance
issues encountered during operation.
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(b)

The contractor has not been provided the technical analysis of the failures encountered, in order to ascertain the root cause
of failure.

Three thousand insulators (Pin 33KV) procured at a cost of Rs.7,221,707 on 11t September 2014 had not
been utilized due to inferior quality issue

After rejection of 3rd batch of spindles, the supplier has proposed to accept insulators only except spindles and deduction
of 10% out of total cost to compensate cost of spindles. Therefore, action has been taken to include into stock only
insulators and to use existing spindles in the current stock with these insulators for future usage. The additional cost and
delay charges will be recovered from the supplier.

3. Other audit observations.

C)}

(b)

(©

The amount of Rs. 1,931,142,380 is shown as deficit of the coal stock during the year under review. However
the physical stock taking had not been carried out even the Board of survey team has been appointed. Hence
we were unable to verify the accuracy of the coal stock balance available as at 31t December 2018.

The Coal stock verified as at 13t December 2018 by the verification team appointed by PPM (LVPP) and actual GRN/Issues
quantities were adjusted to that balance up to 31 December 2018 since 14" December 2018 . The ledger has been
adjusted according to physical stock.

Even though the CEB had sold electricity to LECO and purchasing fuel from Ceylon Petroleum Corporation for
several years, there were no sales and purchase agreements entered with those two parties in order to ensure
the smooth operations between these two Institutions.

Even though the Board had sold electricity to LECO and purchasing fuel from Ceylon Petroleum Corporation for several
years, there are no sales and purchase agreements entered with those two parties.

A committee with the participation of high ranking officers of both CEB and LECO has prepared a draft agreement and has
sought Attorney General's (AG) opinion on the same. This committee has made required amendments as per AG's opinion
and has submitted “Final Power Sales Agreement” to AGM (Transmission). General Manager, CEB has written to General
Manager, LECO on the report furnished by the committee. On the same letter, General Manager, CEB suggested to take this
matter at a Board meeting of LECO.

However CEB has not been able to get any feedback from LECO as of now, regarding the process within LECO that has
taken place regarding this matter even though a reminder has been sent on 29" August 2017. LECO has written to PUCSL
in this regard by their letter dated 24"July 2018 stating that the Regulation on Electricity Trading Arrangement is required
to formulate the power purchase agreement between LECO & CEB.

A sum of Rs.125,736,811 had been deducted by the lending agency in 2018 as commitment charges from
the loans given for implementing the foreign funded projects of the CEB due to un-utilization of the funds in
timely manner. However, the accuracy of the commitment charges cannot be verified due to non-availability
of calculations.

The projects which are outlined in the auditor's schedule are different from each other in terms of Lending Agency,
Borrower and Loan covenants in the loan agreements. However, commitment charge is common to all projects and it
cannot be avoided even the project is on schedule due to stringent loan covenants in the loan agreements.

Commitment and interest charge are not a part of loan for the first three projects of the schedule and Treasury is incurring
the commitment charges on behalf of the Government. As CEB, we are not in a position to record such commitment



203

CEYLON ELECTRICITY BOARD | Annual Report 2018

Replies to the Report of the Auditor General (Contd)

(d)

(e)

®

charges until it is notified by Treasury. Thus, the figures cannot be verified without receiving the informations from Treasury.
For the rest of the projects, commitment charges have been recorded in the books of accounts after extracting from ERD
statements. Commitment charge is part of the loan for these projects and disbursement made by lending agencies are
shown in the ERD statements. However, it was noticed that the figures shown in the Project division accounts are not tallied
with the Auditors figures for some projects. This might be due to some projects have multiple tranches and parts and
different tranches / parts are handled by different divisions of CEB. Therefore, figures shown by auditor might be a total
accumulated figure combining different parts of the projects.

There was 362 GWh deficit of power generation in the year 2018 due to continues delay in construction of
power plants and no proper implementation of Least Cost long term Generation Plan. Further court case had
been filed against CEB for the construction of 300 MW LNG power plant in Kerawalapitiya by the Lakdhanavi
(Pvt) Ltd due to not following the procument guidelines.

As stated in item (e) of the audit report there was 362 GWh of energy deficit in the year 2018. But according to actual
records the Gross generation was 15,917 GWh and the Net generation was 15,305 GWh in the year 2018. The total Energy
deficit due to lack of generation was around 0.8 GWh during the year 2018.

A special investigation had been carried out by the Internal Audit Branch in respect of stock shortage of
Rs.52,550,929 identified in 2014 under project of Uthuruwasanthaya in April 2017.

Description

Amount (Rs.)

Responsible persons

Actions taken up to date

Stock Shortage-2014

46,330,071.90

Mr. U.P.Udara
Gunarathne
(P.FNo 37475)

Store Keeper had been interdicted and waiting
for court decision (Case No.B/1164/15).
Disciplinary inquiry has been started and going
on.

Stock Shortage -
2015/2016

6,220,855.50

Mr. Asanka Jayakodi
(P.F.No.37432)

Rs. 4,212,810.00 has been already cleared.
Balance Rs. 2,008,045.50 remaining until the

decision of the committee appointed by the
DGM(NP) through a letter No. NP/DGM/HRO/
Inquiry Dated 04" May 2017 and DCM (NP)
instructed the committee to finalise the report
as soon as possible.

Total

52,550,927.40

Further, detailed information is available at the office of DGM (NP) Branch in this regard.

The prompt actions had not been taken by the Board up to 16" August 2018 against the person who liable
for stock shortages of Rs.3,674,861 which had been occurred during the period of 20" November 2006 to
20* February 2012, in Asset Management Division (Power Plant).

A formal disciplinary inquiry was carried out in this regard and, due to his retirement, the shortage value could not be
recovered from his final retirement payments. As a result, this matter was referred to Chief Legal Officer (CLO) of CEB
requesting her to institute legal action against the store keeper, by DGM (AM) in order to recover the shortage.

Eventually, the legal opinion was received on 18" October 2018 from CLO together with the Attorney General's observations
stating that due to the absence of some of the important documents relating to the disciplinary inquiry, a case cannot be
filed.

As a last resort, action will be taken to submit a Board Paper requesting a write off of the stock shortage value of
Rs. 3,674,861.50 from books of accounts.
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(9)

(h)
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An officer who liable for the stock shortage of Rs.3,789,893 had been allowed to be retired on 15t October
2011 without being recovered the loss as recommended by the committee appointed for investigate.

Before submission of the committee report, the Store Keeper had retired on 15" October 2011 by reaching the age limit of
60 years. A formal disciplinary inquiry had not been carried out with regard to his shortage value of Rs. 3, 789,893.03 and
on the basis of Attorney General's observations, action will be taken to submit a Board Paper requesting a write off of the
shortage value from books of accounts.

Out of trade debtor balance of Rs.19,038,547,212 as at 31 December 2018, a balance of Rs.3,754,841,442
relating to both ordinary and bulk supplies had remained outstanding for over one year and of them
Rs.1,827,399,804 had remained unrecovered for more than five years. Further, an amount of Rs.423,764,624
is remained as unidentified since 2012.

Trade receivable is a function coming under Distribution Divisions except bulk sale to LECO which is coming under the
preview of Transmission Division. Monitoring of collection and recoveries of trade debtors is a Key Performance Indicator
of Distribution Divisions. The recovery position of debtors is falls within 95% -100%.

Finalised balances; when the consumers are default, even after issuing red notices to them the meter is removed and
supply is disconnected. Though the service is physically disconnected and recognises as finalise accounts the receivable
amount will not write off from the books of account immediately and further action taken including legal action to recover
these finalized balances until such time those balances are in the trade debtors account.

Further most of the outstanding balances represent interest charge on the outstanding balances on the public sector
organization such as hospitals, security camps, police stations, etc. By considering the important national service provide
by the government organization and due to the payment proceeding followed by those institutions recovering of long
outstanding balances and recovering the outstanding interest is certain extent beyond the control of CEB management.

A sum of Rs.32,765,469 due from the Lanka Electricity Company (Private) Limited (LECO) had remained
outstanding for more than five years without taking any recovery action.

Audit Committee recommended to write off Rs. Rs. 32,765,468.88 after recovering Rs.13, 782,779.12 from Lanka Electricity
Company Ltd. (LECO) and approval is pending from the Board of Directors of CEB.
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(j)) The following other receivable balances aggregating Rs. 2,505,752,812 had remained unrecovered for more
than five years as at 31 December 2018 even it was continuously reiterated in my previous audit reports.

Name of
Debtor

Amount Rs.

Description

General Treasury

225,000,000

Recovering cost of street lightening & maintenance.
The receivable amount of 225 Mn could not be cleared from the books of CEB

from year 2015 as the compliance with direction given by the department of
Treasury operations in the Ministry of Finance and it should be set off through the
repayment of sub loans payable to General Treasury.

Wood Group Gas
Turbine Ltd.

8,264,352

Payments made for constructing an access road to the West Coast Power Plant.

As no such company is exist in the country at present and with the reply of legal
officer referred above, a decision was taken to write-off the balance and will
proceed in the future.

This payment is made to the Fagioli of Italy for the use of their trailer to transport
Wood Group Gas Turbine from Colombo Port to Pannipitiya Site. This payment is
not relating to the West Coast Power Plant. Correspondence is available with DGM
(EP) Transmission.

Ministry of Power
and Energy

6,142,277

Payments made for the opening ceremony of Kerawalapitiyva Combined Power
Plant.

Chairman to the CEB has requested from West Coast Power (Pvt) Ltd by his
letter CEB/CH/BS/Aud. Gen/17 dated 18" July 2018 to settle this amount. But no
response was received this regard.

Sri Lanka
Sustainable
Energy Authority

897,025,999

Tariff adjustment paid by the CEB to the Mini Hydro Developers.

Draft Board Paper has considered the Audit committee and recommended to
write-off the receivable balance amounting to Rs. 897,025,999.00 from Sri Lanka
Energy subject to the approval of treasury as per the Public Finance Circular No.
02/2016 dated 12t February 2016.

Accordingly, Secretary to Ministry of Power, Energy and Business Development
has sent a letter to Director General of Public Enterprises by his letter No.
PE/DEV/02/08/2007 Il dated 31% January 2019 requesting approval to write-off
the outstanding receivable amount in CEB books of accounts for receivable for
reimbursement of NCRE purchasing tariff with the letter sent by General Manager
CEB with regard to same matter. However, approval has not received so far.

AES Kelanithissa
(Private) Ltd.

1,368,961,445

Amount to be recovered on payment of price differences.

With reference to the letter dated 19% March 2012, addressed to the chairman
of Ceylon Electricity Board, the secretary of the Ministry of Power & Energy has
informed that with effect from July 2011 retail prices applicable to auto diesel will
be applied for auto diesel already supplied and to be supplied in future for power
generation to CEB/IPP. And CPC will re -adjust the invoices accordingly.

As CEB has an agreement with AES Kelanitissa (Pvt) Ltd. and fuel price is a pass
through cost of the power producers' it could be recovered after CPC credit that
benefit to the Power Producers only.

However, Ceylon Petroleum Corporation invoiced the fuel prices as Rs. 76.00 per
liter from October 2011 onwards but not revised the previous invoices.

Therefore, it was recorded as amount receivable from CPC. But, it was corrected
in the month of February 2015 and recorded as receivable from AES Kelanithissa
(Pvt) Ltd. But CEB can recover it from AES Kelanithissa (Pvt) Ltd, once CPC adjust
the fuel price difference and offer that credit to the above company only.

Northern Power
(Private) Ltd.

358,739

This is a receivable balance, related to an augmentation job completed by CEB
for Northern power in the year 2011. Balance has been remained in books as the
PPA has prevented these costs to be deducted from the monthly bills. This is to be
invoiced to Northern Power.

Total

2,505,752,812
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(k) A sum of Rs.714,965,435 due from the Lanka Coal Company had remained outstanding for more than five

"

(m)

(n)

years without taking any recovery action.

This balance will be cleared after the legal actions taken by Lanka Coal Company against M/s Liberty Commodities Ltd and
M/s Taurian Iron and Steel Company. Still the decision is pending.

A sum of Rs. 4,834,319,648 Payable to China Machinery Engineering Corporation was remained more than
one year without being settled.

Outstanding payments for the year 2014 and 2015 were settled. Payments for the year 2016, 2017, and 2018 are pending.
CEB releases only USD 2 Million per month considering the present financial situation.

A sum of Rs.153,734,062 shown under other receivables of Asset Management division is remained
without being recovered more than five years. Out of that amount Rs. 146,090,787 is to be recovered from
the government institutions and had not being taken necessary action to recover at the initial stage of the
transactions.

This amount represents the dues from Government Institutions for annual maintenance works of generators, air
conditioners and lifts owned by the government institutions that had been carried out by CE (Power Plants), CE (Air

Conditioning & Refrigeration) and CE (Lifts) of Asset Management Division.

In the case of Annual Maintenance, the transaction value will be recovered after the maintenance work is completed and
not at the initial stage as mentioned in the Audit Report.

DGM (W&AS) has taken tremendous efforts such as sending reminders, terminating the existing maintenance contracts
with the Government institutions etc., to recover the overdue balances and as a result, the government receivables could

be reduced to Rs. 146 Mn by end of 2018, and this could be further reduced to Rs. 139 Mn by April 2019.

ACM (AM) has requested the Chief Internal Auditor to carry out a system audit on the overdue receivables and awaiting
the audit report. Further actions will be taken on this matter once the audit report is received.

The amount of Rs.2,713,788,005 is shown as Trade creditors without being settling more than one year.

Action has been taken to ensure the possibility of settling those outstanding balances.

'

|

Chairman
Ceylon Electricity Board



Apbreviations

ABB
ADB
AFD
AGM
BIQ
BSC
BSF
cB
c&P
CCEM
ccTv
CE
CEB
cp
CMMS
CPF
CPCM
csc
cT
vt
DC
DC
DCB
DCN
DD1
DD2
DD3
DD4
DGA
DGM
DSCR
EIA
EP
ERD
ERP
ESMP
FOX
GCB
GHG
als
GSS
GT
HMI
HVDC
IAEA
IEC
IED
IPP
JICA
LAN
LBS
LKR
LNG
Lol
LSE
LTGEP
LTTDP
LV

ASEA Brown Boveri
Asian Development Bank
Agence FrancaiseDe Developement
Additional General Manager
Basic Information Questionnaire
Breaker Switched Capacitor
Board Special Fund
Circuit Breaker
Control and Protection

Cabinet Committee on Economic Management

Closed Circuit TV

Chief Engineer

Ceylon Electricity Board
Central Province

Computerized Maintenance Management System

Carbon Partnership Facility

Ministry Consultancy Procurement Committee

Consumer Service Center

Current Transformer

Current Voltage Transformer

Direct Current

Double Circuit

Decentralized Budget

Digital Communication Network
Distribution Division 1

Distribution Division 2

Distribution Division 3

Distribution Division 4

Dissolved Gas Analysis

Deputy General Manager

Debt Service Coverage Ratio
Environmental Impact Assessment
Eastern Province

External Resourse Department
Enterprise Resource Planning
Electricity Sector Master Plan

Fiber Optic eXchange

Generator Circuit Breakers
Green House Gas
Gas Insulated Switchgear
Crid Substation
Gas Turbine

Human Machine Interface

High Voltage Direct Current
International Atomic Energy Agency
International Electrotechnical Commission
Intelligent Electronic Device
Independent Power Producers
Japan International Cooperation Agency
Local Area Network

Load break Switch

Lankan Rupees

Liguefied Natural Gas

Letter of Intents

Lighting Sri Lanka East

Long Term Generation Expansion Plan
Long Term Transmission Development Plan
Low Voltage

MCPC
MLKR
MOPRE
MRV
MV
NCP
NCRE
NEDO

NN
NSCC
NWP
OEM
OLTC
Oo&M
OPGW
ORE
PABX
PBX
PCB
PD
PHM
PLC
PLTS
POS
PRV
PS

PSS

PT

PTI
PUCSL
RE
RTU
SAIDI
SAIFI
SAS
SC
SCADA
SCCMP
SCAPC
SFRA
SIP

SP

SPP
SPPA
SVC
SVS
TEPCO
UG

uu
UHF
usb
VHF
VolP
VRE

WPN
WPSI
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Ministry Consultancy Procurement Committee
Million Sri Lankan Rupees
Ministry of Power & Renewable Energy
Measurement, Reporting and Verification
Medium Voltage
National Project Concept
Non-Conventional Renewable Energy
New Energy and Industrial Technology Development
Organization
Negenahira Nawodaya
National System Control Centre
North Western Pprvince
Original Equipment Manufacture
On Load Tap Changer
Operation & Maintenance
Optical Fiber Ground Wire
Other Renewable Energy

Private Automatic Branch Exchange
Private Branch Exchange
Provincial Council Budget

Partial Discharge
Projects & Heavy Maintenance
Power Line Carrier
Party Line Telephone System
Point of Sales
Pressure Relief Value
Power Station
Primary Substations
Potential Transformer
Power Technologies International
Public Utilities Commission of Sri Lanka
Rural Electrification
Remote Terminal Unit
System Average Interruption Duration Index
System Average Interruption Frequency Index
Substation Automation Systems
Single Circuit
Supervisory Control & Data Acquisition
System Control Centre Modernization Project
Standing Cabinet Approved Procurement Committee
Sweep Frequency Response Analysis
Signal Interface Panel
Southern Province
Small Power Producers
Standardized Power Purchase Agreements
Static Var Compensator
Static Var System
Tokyo Electric Power Company
Under Ground
Uva Udanaya
Ultra High Frequency
United States Dollar
Very High Frequency
Voice over Internet Protocol.
Variable Renewable Energy
Voltage Transformer
Western Province North
Western Province South |
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