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Letter of Transmittal

Hon. Minister Ports & Shipping
Ministry of Ports & Shipping
No.19, Chaithyaya Road
Colombo 01.

Dear Sir,

In accordance with the provisions of the conversion of Public Corporations and Government
Owned Business undertakings into Public Companies, Act.No. 23 of 1987 and the Companies
Act. No. 07 of 2007, I am pleased to present the Annual Report and Financial Statements, in
respect of the activities of the company for the period of 01.04.2015 to 31.03.2016.

Yours faithfully,
Ceylon Shipping Corporation Ltd

RanjithAthukorala
Chairman

Ceylon Shipping Corporation Ltd
No. 27, MICH Building
Sir, Razik Fareed Mawatha
Colombo 01.

Date: 28.12.2018
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Board of Directors

From - 01.04.2015 to 31.03.2016
Shashi Dhanatunge Esq.
Chairman
From 27.01.2015 – to date

Dr. Malika Gunasekara
Executive Director
From 27/01/2015 to date

A.K. Seneviratne  Esq.
Director/Treasury Representative
27/01/2015 to date

Brigadier M. Wijeyewickrama
Director
From 27.01.2015 to 18.08.2015

E. J.  Ediritilake Esq.
Director
From 27.01.2015 to 28.10.2015

T.S. Nanayakkara Esq.
Director
From 27.01.2015 to date

P.W. Sirimanne Esq.
Director
From 27.01.2015 to 11.11.2015

Suren Goonewardene Esq.
Director
From 09/11/2015 to date

Ms.ManeeshaKannangara
Director
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From 09/11/2015 to date

Secretary to the Board
Mrs. E.M.S. Perera
Secretary - Attorney – At – Law, Post Graduate Diploma in Port, Shipping & Transport Management –
Netherlands

Bankers
People’s Bank Corporate Banking Division
Bank of Ceylon
Commercial Bank of Ceylon PLC

Auditors
The Auditor General, The Auditor General’s Department, Polduwa Road, Battaramulla

Board Meetings
Nine (11) Board Meetings were held during the year under review.

Registered Office
Ceylon Shipping Corporation Ltd.
No. 27, MICH Building,
Sir Razik Fareed Mawatha,
Colombo 01,
Sri Lanka.
Tel : +94 11 2328772/3
Fax : +94 11 2449486
E-mail : cscl@cscl.lk
Web : www.cscl.lk
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Management Team

General Manager
S.M.D.N. Dharmapriya Esq.
B.Sc. M.Sc. in Maritime Studies UK,
MILT - UK

Deputy General Manager Legal & Insurance / Human Resources
Mrs. E.M.S. Perera
Attorney-At-Law
Post Graduate Diploma in Port, Shipping & Transport Management – Netherlands

Assistant General Manager Finance
G.M. Vikum Pradeepa Esq.
B.Com. (Special) Hons.LICA
M.Sc. in Shipping Management (Malmo-Sweden)

Assistant General Manager Coal Operations/Technical
S.L. Rajapakse Esq.
Mechanical Engineering Degree
Corporate Member of Institute of Engineering Sri Lanka and registered as Chartered Engineer

Assistant General Manager Legal & Insurance
P. Samaranayake Esq.
Attorney-At Law
B. Sc (Special)

Assistant General Manager Business Development
Mrs. C. Jayasinghe
FICS, MILT - UK
M.sc. in International Shipping -UK
Diploma in Shipping (OSLO)

Internal Auditor
Y. Ponnamperuma Esq.
LICA, FMAAT,
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Post Graduate Diploma in Shipping Management (OSLO)

Manager Chartering & Agency
I. DanthanarayaneEsq.
B.sc. Public Management (Special) Hons.
M.Sc. in Maritime Affairs, (Malmo- Sweden)
MILT – UK ,LICA

Head of Administration
H.R.L.P.P. Gunaratne Esq.
Diploma in Management – Open University
Diploma in Business Information
Shipping Training Programme Course-CSCL

Retired Officer during the period
Ms. M.M.J. Indraneela
Assistant General Manager (NVOCC, LOG, DOC, S & M)
Diploma in Shipping (OSLO)
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The Chairman’s Review

1. Delivery of Mv Ceylon Breeze:

The Financial Year 2015/16 ended on 31st March 2016 was a historic year for CSC for taking
delivery of Mv Ceylon Breeze, the biggest ever ship as well as the first ever dry-bulk ship, built
by CSC.

She was built in China at the shipyard at Weihai of the ship building contractor,AVIC
International Beijing Company Ltd. The twin sister ship building project had the dual purpose of
Trading and Training of Sri Lankan merchant shipping officer Cadets, and they are unique in
their tailor-made accommodation deck to provide lodging for these Cadets.

It is also worthwhile mentioning of the unanticipated shipments of Coal offered by one of the
Suppliers of Coal to Lanka Coal Company (Pvt) Ltd. from the East Russian port of Vostochny,
which is located in a short distance of just4 ½ days’ sailing from the shipyard, coinciding the
delivery date of MV Ceylon Breeze. It was quite significant since up until that time all the
shipments were offered by the Suppliers from South Africa, and if not for this timely
opportunity the empty vessel had to sail to South Africa7,200 Nautical Miles steaming for about
25 days from the shipyard.

2. Dry-bulk Market and Financial Review:

The global shipping industry has a derived demand from the world seaborne trade. Therefore,
the downturn triggered by the recession in major economies, continuedtill end of Jan 2016 and
thereafter shown an upward trend.

The following graph of the Baltic Dry-Index (BDI), which is a widely recognized pointer of the
movements of freight earnings of dry-bulk ships, depicts the movements of the Index from
2015up to 31st March 2016.
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In spite of this situation in the shipping industry, CSC recorded  Net profit of Rs.74.32 million for
the 7thconsecutive year after Tax  & impairment of Debtors  though it is a drop of about 40%
from Rs.124.94 million achieved in 2014/15.

Profit after Income Tax (PAT) for the Year Ended 31st March

The drop of Revenue was only a meager0.94% whist there was a significant decline in Other
Income from Rs.36.69 million to negative Rs.(9.8) million due to exchange loss. The main reason
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for the reduction of the operational profit was due to the increase from direct expenses from
Rs.134.89 million to Rs.260.99 million, which is attributed to operation of own vessel M/V
Ceylon Breeze.

Revenue for the Year Ended 31st March Sector Revenue Including Other
Income

for the Year Ended 31st March

3. Main Sectors of Business:

Coal Transportation and Lightering

A new revenue stream from the sea transportation of coal on CSC’s owned vessels, amounting
to Rs. 86.16 million, were added to the revenue in 2015/16.

However, due to the re-negation of the charter contract for sea transportation of coal on third-
partyvessels, as per the decision taken by the Cabinet of Ministers in Feb 2015, the overall
revenue from this business was declined, though it in fact resulted in saving of foreign exchange
for the country at large.
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On top of this, there was a drop of the quantity of Coal carried by CSCfrom 1,730,538 MT in
2014/15 to 1,585,662 MT in 2015/16, since 06 shipments (total 357,116 MT) were purchased by
Lanka Coal Company (Pvt) Ltd. on CIF terms. However, the total quantity of1,942,778 MT in
2015/16 was discharged at the anchorage and delivered to the Jetty (lightering) of the Power
Station by the Barges by CSC.

In addition to the drop of revenue in terms of Address Commission on transportation of coal on
mother ships,the Address Commission from the coal lightering business also declined as per the
Bid offer selected at the Tender for selecting of a Barge owning Partner for the coal lightering
businesscalled in 2015.

In view of above reasons, the overall Agency and Address Commission income from the coal
transportation and lightering operations was declined from Rs.397.7 million in 2014/15 to
Rs.189 million in 2015/16.

Non-Vessel Operating Common Carrier (NVOCC) Service

NVOCC Income has increased from Rs.178.71 Million in previous year to Rs.191.93 Million in
the current year.

CSC continued to serve its’ business on the liner sector on NVOCC basis arranging the sea
passage mainly for Government sector cargoes under the existing Public Finance Circular No.
415 to and from the all the places all over the world during the year 2015/2016.
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Physical performances in NVOCC business (transportation of containerized General Cargoes and
Project Cargoes in third-party ships) and Logistics business are depicted in following graphs.

In carriage of cargoes in Full Container Loads, there was a 52.18% increase in year 2015/2016
when compared with the figures in 2014/2015. This is due to CSC managing to secure more
cargoes imported by the Government Institutions throughvarious sales efforts.

There has been a decline in Logistics business when compared with the previous financial year
due to a loss of a Customer as well as lesser no of shipments of major customers.

There a slight drop of Administrative Expenses from Rs. 189.83 million to Rs. 184.75 million.

4. Human Resources Development:
The Scheme of Recruitment for CSC was approved by the Department of Management Services
in Feb 2016.

5. Welfare Activities:

Employee Welfare Activities are taking place quite satisfactorily by the Corporation through the
Welfare and Recreation Society of CSC.
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Annual Report of the Board of Directors
on the Affairs of the Company

The Directors of CSC are pleased to submit their report together with the Audited Accounts of the
Company, for the year ended 31st March 2016, to be presented at itsAnnual Ordinary General Meeting.

Review of the Year

Company’s affairs during the current Financial Year and up to the date of this report including the
challenges ahead are described in the Chairman’s Review on page 07 to 11. This report together with
the Audited Financial Statement reflects the status of the affairs of the Company.

Principal Activities / Core Businesses

The main activities of the Company are the businesses of sea transportation  of cargo, door-delivery and
pickup of cargo, international moving of household goods and personal effects of Sri Lankan diplomatic
staffs, Customs’House agency activities, shipping agency services, ship owners, managers and operators,
charterers etc.

CSC is engaged in transport of all the types of cargo such as in the form of containerized, break-bulk,
bulk (coal), vehicles, project cargo, heavy cargo etc.

Financial Statements

The Financial Statements are given on pages 22 to 54 in this Annual Report prepared in compliance with
the requirements of Section 151 of the Companies Act No. 7 of 2007.

Independent Auditor’s Report

The Auditor’s Report on the Financial Statements is given on page 20to 21 of this report.

Accounting Policies and Explanatory Notes

There were no changes in Accounting Policies adopted by the Company during the Financial Year under
review. The Accounting Policies and Explanatory Notes adopted in preparation of the Financial
Statements are given on pages 26 to 54

Financial Results/Profit and Appropriations

The Statement of Comprehensive Income is set out on page 22.
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Property, Plant & Equipment

During the year under review the Company invests Rs. 5,582mn.inproperty, plant & equipment. Note10
to the Financial Statement provides information relating to movement in Property, Plant & Equipment
during the year.

Investments

Notes 13,14,15, and 16to the Financial Statement on page 40 to 42 declare the details of long term
investments held by the Company as of 31st March 2016.

Dividend

The Directors do not recommend payment of a dividend for the financial year ended 31st March 2016.

Stated Capital

In terms of the Companies Act No. 7 of 2007, the Stated Capital of the Company is Rs. 50,000,000 as at
31st March 2016. The details are given in note 23 to the Financial Statement on page 45

Going Concern

The Directors have reviewed the Company’s business plans and are satisfied that the Company has
adequate resources for going concern in the foreseeable future.

As such, the Financial Statement is prepared on that basis.
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Report of the Audit Committee
Appointment:
In terms of Public Enterprises Guide Lines for Good Governance, under the Chapter 7 System Control
and Committees Item No.7.4.1, the Audit Committee has been appointed by the Board of Directors.

Committee Members and attendance:

The Audit Committee held four meetings during the year under review. The proceedings of the Audit
Committees are regularly reported to the Board of Directors.

This table shows the membership of the committee together with their attendance at meetings during
theyear 2015/16.If Directors are unable to attend a meeting, they have the opportunity beforehand to
discuss any agenda items with the Committee Chairman and to request for an excuse.

The committee has provided the Chairman of the Audit Committee with all powers to convene regular
meetings with the Finance Manager, Sectional Heads and Company’s External Auditors, separately and
periodically.
Representatives from External Auditors and Finance Manager participated for all meetings by invitation
and General Manager, Sectional Heads are called when and if necessary.
The Internal Auditor acts as the Convener of the Audit Committee.

Reviews:
Audit Committee reviewed followings for the year concerned

 Short term Assets:
Committee discussed the audit committee paper submitted for the subject matter

Name of Director No. of
Meetings
attended

Attendance
Percentage-%

Mr.A.K.Senevirathne
Mr.T.S.Nanayakkara
Mr.Suren Goonewardene-from 09/11/15

(After appointing the Director Mr.Suren as an audit committee member, 02
Nos.meetings were held for this period and attended only for 01meeting.)

Brigadier M.Wijeyewickrama -from 27/01/15 to 18/08/15

(During the period from 01/04/15 to 18/08/2015, only 02 nos.meetings were
held and attended only for 01 meeting.)

Mr.K.P.G.Hemarathne

04
04
01

01

04

100
100
50

50

100
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Decision:

 To identify the items purchased below the value of Rs.5,000.00 as Recurrent Expenditure and
not as Capital Expenditure.
 To maintain records separately to the Asset Register.

 Circulars for investing excess funds:
External Auditors wanted to know about recent circulars etc.issued for investing funds.

Decision:

 No recent circulars to invest funds and, excess funds if any, the entity can invest as Treasury
Bills for a period of short term or long term subject to the working capital requirements.

 Excess payment of foreign travel allowance:

Committee members wanted a clarification about excess payment of foreign travel allowance paid to
the Technical Manager of CSC.

Decision:
 Foreign travel allowances must be paid as per the circular No MF/6/1/1/2015 and instructed

to recover the over payments made.

 The Internal Control System 2015:

Committee reviewed the effectiveness of the Corporation’s Internal Control Systems and assessed the
effectiveness of the Internal Controls over financial Reporting as at 31st March 2016.

Decision:
 To forward the Internal Control System to the next Board meeting for approval.
 To add effective controls when necessary.

 The Audit Programme 2015:
Committee discussed the programme prepared.

Decision:

 To submit the Audit Programme to the next board meeting for approval.

 Sitting allowance to the convener of the committee:
Discussed the matter and declined the request.

Decision:

The convener is a salary paid employee of the entity and duties relating to the convener are considered
as part of his normal duties and therefore sitting allowance for audit committee meetings is not an
entitlement to the convener.
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 The Annual Budget 2015/16:
Members of the Committee discussed in details the budget prepared for the period of 2015/16.

Decision:

 Committee decided that to prepare the corporation budget to match with the National Budget
and the Finance Manager of CSC was instructed that to adjust tax rates of VAT, NBT and
Corporate Tax which have changed in the National Budget and therefore the impact of said tax
rates have to be adjusted in CSC budget accordingly.

 FM CSC was further instructed to prepare a past three years (2012/13, 2013/14, 2014/15)
progress report with, variance analysis between actual and budgeted and submit the report to
the next Board.

 Convener was instructed to follow up.

 Ship Building Loan and Accounting Loss :

Chairman of the committee asked the reasons for accounting loss shown in the budget in 2015/16
replied was budgeted operating expenses and other administrative costs are higher than the budgeted
revenue after acquisition of 02.Nos.new ships. And FM CSC further informed the committee that ship
building loan repayments will also be started in 2016/17 and therefore, loss would be continued if
revenue factor remains unchanged.Proposals suggested for minimizing the said loss were, suitable
employments for new ships,
requesting budgetary allocations through the government treasury and positive methods of cost
controls.

Decision:

 To strengthening the Business Development department and Chartering Departments.
 Instructed to maintain possible cost controls.

 Overdue outstanding list:

Subject list was discussed and observed that there were some government institutions as debtors in
arrears.

Decision:
 Chairman of the committee instructed that to relevant officers/head of departments to

forward a Chairman signed reminder letter to all parties in the list as a first step of recovery
procedure.

 In additions to above step, instructed to send a Letter of Demand with the assistance of the
Legal Department.

 Delaying the minutes of the Audit Committee:
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External Auditors complained that delay in distributing the minutes of the meetings has to be
minimized.

Decision:

 Convener was instructed that committee meeting minutes be available within a two weeks time
before the date of meeting scheduled.

 Cabinet Paper No 16/0041/719/001 dated 05/01/2016 and note to the Cabinet Ref No
PE/BS/FM/CM dated 05/01/2016-Statutory Dues by State Owned Enterprises:

CSC Senior Management Committee discussed the above matter and the clarification forwarded to the
Secretary of the line ministry was tabled to the Audit Committee.

Clarification:

 Rs.23.0M Gratuity Provision and Rs.1.0M EPF Provision are not Statutory Dues, but provisions
as per the Accepted Accounting Standards.

 And also, payment of Gratuity are paid promptly to the employees when they become
eligible and no any outstanding as at date and similarly, statutory payments such as EPF,ETF and
Taxes are provided monthly and remittances are made before the due dates.

Decision:

 Convener was instructed to follow up.

 General:

Under the any other matters of the agenda, Audit Committee members review the followings in this
committee and Board.

 Regular payments of statutory dues
 Significant transactions
 Capital Expenditure done,
 Recovery of debts,
 Annual Budget with Actual
 Performance report of the Corporate Plan.
 Financial positions/working capital requirements, quarterly reports of the corporation.

 Conclusion:

The minutes of the meetings and other reports from the Audit Committee are submitted to the Board of
Directors for their reference and necessary actions. Also, a copy of the minutesof the meeting is
submitted to the Secretary of the Line Ministry.
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On behalf of the Committee

A. K.Senevirathne
Chairman, Audit Committee
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Acknowledgement

The Hon. Minister of Ports & Shipping has continued to give the Corporation,
his fullest support, advice and encouragement of which the Corporation is thankful.

The Corporation has also to thank the officials in the Ministry of Ports & Shipping
for their co-operation and assistance in fulfilling the aspirations of the Corporation.

The Corporation wishes to thank the Sri Lanka Ports Authority, Sri Lanka Customs and
The Foreign Agents for their assistance and co-operation at all times.

The corporation also owes a debt of gratitude to all its customers who have
use of its services and for all the co-operation received from them.

THANKS TO THE STAFF

Management / Employees relationships continued to improve during the year under

review with the staff, generally presenting a cordial and co-operative attitude. The

unions provide to be very responsible and responsive in their dealings with the

management.

The management must place on record the dedicated, conscientious and loyal services

rendered by all employees, both afloat and ashore, which enabled the Corporation to

withstand the severe recession facing the Shipping Industry.
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