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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,
| am pleased to present the Annual Report and Financial Statements, in respect of the activities of the
company for the period of 01.04.2014 to 31.03.2015.

Yours faithfully,
Ceylon Shipping Corporation Ltd

Shashi Dhanatunge
Chairman

Ceylon Shipping Corporation Ltd
No. 27, MICH Building

Sir, Razik Fareed Mawatha
Colombo 01.

Date: 27.07.2016
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Board Meetings

Nine (09) Board Meetings were held during the year under review.
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Financial Review:

The global shipping industry continued to undergo the down turn during the Financial Year under
review, as a result of the recession in major economies. Albeit, | have the pleasure to announce that CSC
has recorded an after tax profit for the 6™ consecutive year with a profit of Rs. 124.9million amidst
various challenges in the shipping industry.

Profit after Income Tax (PAT) for the
Year Ended 31° March
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In the year under review, Revenue shows an increase from Rs.526.81 million to Rs. 622.9 million,
whereas the other income, which represents Profit on Disposal of Fixed Assets, Management Fees,
Dividend and others have declined from Rs. 156.9 million to Rs.36.6 million. The reason for the higher

income in the previous Financial Year was the disposal of Assets namely Mv. Lanka Mahapola and Mv.
Lanka Muditha.



Revenue for the Year Ended 31* March Sector Revenue Including Other Income
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The revenue generated from transport of coal has improved, due to the increase of the quantity of coal

t0 1,636,999 MT carried within the current Financial Year, from a quantity of 1,003,550 MT carried in the
previous year.
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Notwithstanding the increase of the quantity of Coal carried, average revenue of CSC on per MT basis
has dropped from USD 1.25 to USD 1.13 per MT under the new Contract of Affreightment signed with
the new shipping partner, who has been selected through a Tender, effective from October 2014, at
lower freight rates reflecting the decline of the market rates.

However, as an additional advantage of this new Contract of Affreightment, CSC was appointed as the
Agent for the ships carrying Coal to the port of Puttalam. Accordingly, CSC handled agency work of total
28 ships called at Puttalam, which generated added revenue of Rs. 1.5 million under the Financial Year
reviewed.
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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. There has been a
decline in Logistics business when compared with the previous financial year due to a loss of a

Customer.
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During the Financial Year under review, CSC entered into the business of transport of Crude Oil
imported by Ceylon Petroleum Corporation (CPC) with the approval of the Cabinet of Ministers.
Unfortunately, due to a certain dispute over the delayed freight payments, the contract with CPC
rescinded prematurely leaving CSC with an overall loss and liabilities after exercising only three
Shipments.

Lack of project cargoes imported for the Government can be cited as a reason for lower revenue
generated in the current Financial Year under the general cargo category. It should be appreciated that
such high value and voluminous imports as in the case of Railway engines and carriages are irregular.

There has been a significant increase of Administrative Expenses from Rs. 191.5 million to Rs. 328.7
million. The vast difference mostly represents the provision of collective impairment to the tune of Rs.

138.8 million for payments overdue for more than a year.

Ship Building Contract:

The ship construction was under way successfully at the Weihai shipyard of the ship building contractor
M/s AVIC INTERNATIONAL BEIJING COMPANY LIMITED under the continuous supervision of qualified
Supervisors appointed by CSC. In this regard, | wish to record my sincere appreciation of Colombo
Dockyard Ltd., which released its qualified staff for the supervision work of this National Project,
thereby helping CSC to control additional expenses budgeted for the ship building project.

However, as stated above, dry-bulk shipping industry did not show the expected signs of recovery in the
Financial Year. The Baltic Time Charter Average of USD 11,402/- per day reported on the date of closure
of the current Financial Year 2013/14 by the Baltic Exchange for Supramax vessels (BSI-TA) has come
down to USD 6,797 per day as of 31% March 2015. It is a long established belief and norm in the
shipping industry that this business runs through peaks and troughs cyclically every 10 years. However,
signs of recovery of the market are not in the horizon as yet.

CSC management, which took office in January 2015, took immediate steps to bring to the notice of the
line Ministry of the ensuing financial hardships befalling on CSC, if the market conditions remain dull,
when the loan repayments to the People’s Bank commence in August 2016.

The envisaged ship finance package in the feasibility study was a highly favorable soft-loan from the
Government of China in par with ship building industry globally. However, the actual financing has been
arranged locally through People’s Bank at much higher rates than projected. All efforts made by the
incumbent management to secure an alternative workable ship financing package did not succeed. On
top of the unhealthy financing arrangement, the price of ships has been found to be above the market
price. Under these circumstances, situation of the Ship Building Project would pose great challenges to
CSCin debt servicing in the time to come.
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Further, on the revenue side of the project, at the conceptual stage, CSC has expected year-round
deployment of ships in transport of coal to meet the domestic needs for Lakvijaya Power Station in
Puttalam and the proposed new Coal Fired Power Station in Sampur. However, contrary to the
expectations, the Coal Fired Power Station at Sampur is not likely to be a reality.

In spite of all above negative happenings, on a positive note, vessels of CSC are tailor-made at an
additional cost of USD 2.2 million for each ship to provide sea training for 12 Cadets on each ship at a
time. Action will be taken to increase the intake to 26 cadets per ship, subject to statutory approvals in
accordance with the International Maritime Labor Convention.

This training facility is a welcome move considering the sea-training as another vocational/tertiary
education among other such opportunities provided in our country under the “free education.” This will

definitely bring about long-term socioeconomic benefits for the country.

Transport of Government Cargo:

All efforts should be made by CSC to ensure securing of all the government sector import cargoes by
vigorous implementation of the relevant Treasury and Central Bank Circulars and guidelines. Continuous
sales visits and close follow ups are important to succeed. The new management is of the view that
there is a need for restructuring the relevant Departments handling this subject area with proper plans
and systems in place.

Human Resources Development:

The new management realized the need to prepare and implement a Scheme of Recruitment (SOR), in
accordance with the instructions of the Management Services Department (MSD) of the Treasury
without further delay.

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 2015, to be presented at its Extra 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 09. This report together with the audited Financial
Statement reflects the state 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 17 to 47 in this Annual Report prepared in compliance with the
requirements of Section 151 of the Companies Act No. 7 of 2007.

I ndependent Auditor’s Report
The Auditor’s Report on the Financial Statements is given on page 15 to 16 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 21 to 47

Financial Results/Profit and Appropriations

The Statement of Comprehensive Income is set out on page 17

Property, Plant & Equipment

During the year under review the Company invests Rs. 23.8 mn in property, plant & equipment.
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Note 10 to the Financial Statement provides information relating to movement in Property, Plant & Equipment
during the year.

Investments

Notes 13, 14 and 15 to the Financial Statement on page 35 to 37 declare the details of long term investments
held by the Company as of 31°* March 2015.

Dividend
The Directors do not recommend payment of a dividend for the financial year ended 31st March 2015.

Stated Capital

As per the terms of the Companies Act No. 7 of 2007, the stated capital of the Company is Rs. 50,000,000 as at
31° March 2015. The details are given in Note 23 to the Financial Statement on page 40

Going Concern

The Directors have reviewed the Company’s business plans and are satisfied that the Company has adequate
resources to continue as a going concern for 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 three meetings during the year under review. The proceedings of the Audit
Committee are regularly reported to the Board of Directors.

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

T

1

T

l

The Audit Programme 2014:

During the year committee reviewed the Audit Programme prepared by the Internal Audit Department
and committee also reviewed the adequacy of Internal Audit Coverage through the annual Audit Plan and
approved the same and instructed to forward to the Meeting of Board of Directors for their approval.

The Internal Control System 2014:

Committee reviewed the effectiveness of the Corporation’s Internal Control Systems and assessed the
effectiveness of the Internal Controls over financial Reporting as at 31* March 2015.Committee
instructed to forward the Internal Control System to the Board for confirmation.

Writing off the Assets of CSC Holiday Bungalow-Bentota:

Committee discussed the way of writing off the assets of CSC Holiday Bungalow and forwarded to the
Board for approval.

Writing off the fully depreciated inventory items of CSC London and Karachi Offices:

14



Committee reviewed the paper submitted for the subject matter and forwarded to the Board for
confirmation.

1 Comprehensive Income Statement-2012/13:

Audit committee reviewed the Income Statement and discussed the variances of reporting year with
compared to the previous year.

 General:

Under the any other matters of the agenda, Audit Committee members review the followings.
Regular payments of statutory dues

Significant transactions

Capital Expenditure done,

Recovery of debts,

Annual Budget with actual

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 minutes of the meeting is submitted to the
Secretary of the Line Ministry.

On behalf of the Committee

Ajith Abeysekara
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
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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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