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The Secretary

Ministry of Mahaweli Development and Environment

Report of the Auditor General on the Financial Statements of the Mahaweli Water

Security Investment Programme for the year ended 31 December 2017

The audit of financial statements of the Mahaweli Water Security Investment Programme for
the year ended 31 December 2017 was carried out under my direction in pursuance of
provisions in Article 154(1) of the Constitution of the Democratic Socialist t Republic of
Sri Lanka read in conjunction with Article 4.06 {a) of Loan Agreement No. 3267 (SRI) and
Article 4.03 (a) of Loan Agreement No. 3268 (SF) dated 17 September 2015 entered info

between the Democratic Socialist Republic of Sri Lanka and the Asjan Development Rank.

1.2 Implementation, Objectives, Funding and Duration of the Programme

According to the Loan Agreements of the Programme, the Ministry of Mahaweli
Development and Environment is the Execufing Agency and Sri Lanka Mahaweli
Authority and Department of Irrigation are the Implementing Agencies of the
Programme. The objective of the Programme is to secure access to water resources
for agricultural and drinking purposes in the Programme area. As per the Loan
Agreements the estimated total cost of the Programme amounted to US$ 190 million
equivalent to Rs.28,713 million and out of that US$ 150 million equivalent to
Rs.22,668 million was agreed to be provided by the Asian Development Bank. The
Programme commenced its activities in June 2015 and scheduled to be completed by

December 2019,
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Responsibility of the Management for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements i accordance with Sri Lanka Accounting Standards and for such internal
control as the management determines is necessary to enable the preparation of
financial statements that are free from material misstatements, whether due to fraud or

CITor.

Aunditor’s Responsibility

My responsibility is to express an opinion on these financial statements based on my
audit. I conducted my audit in accordance with Sri Lanka Auditing Standards. Those
standards require that I comply with ethical requirements and plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free
from material misstatements. An audit involves performing procedures to obtain audit
evidence about the amounts and disclosures in the financial statements. The
procedures selected depend on the auditor’s judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant
to the Programme’s preparation and fair presentation of the financial statements 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 Programme’s internal
control. An audit also includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by the management as wel]
as evaluating the overall presentation of the financial statements. I belicve that the
audit evidence 1 have obtained is sufficient and appropriate to provide a basis for my
opinion. The examination also included such tests as deemed necessary to assess the

following.

(a) Whether the systems and controls were adequate from the point of view of
internal control so as to ensure a satisfactory control over Programme
management and the reliability of books, records, ete. relating to the

operations of the Programme.

(b) Whether the expenditure shown in the financial statements of the Programme
had been satisfactorily reconciled with the enhanced financial reports and

progress reports maintained by the Programme.
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(d)
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Whether adequate accounting records were maintained on a continuing basis
to show the expenditure of the Programme from the funds of the Government
of Sri Lanka and the Lending Agency, the progress of the Programme in
financial and physical terms, the assets and liabilities arising from the
operations of the Project, the identifications of the purchases made out of the

Loans, ete.

Whether the opening and closing bafances, withdrawals from and the
replenishments to the Special (Dollar) Account had been truly and fairly
disclosed i the books and records maintained by the Programme and the
balance as at 31 December 2017 had been satisfactorily reconciled with the

accounting records of the Central Bank of Sri Lanka as at that date.

Whether the Statement of Expenditure submitted could be fairly relied upon to
support the applications for reimbursement in accordance with the

requirements specified in the Loan Agreements.

Whether the withdrawals under the Loan Agreements had been made in

accordance with the requirements specified in the Loan Agreements.
Whether the funds, materials and equipment supplicd under the Loans had

been utilized for the purposes of the Programme.

Whether the expenditure had been correctly identified according to the

classification adopted for the implementation of the Programme.

Whether the financial statements had been prepared on the basis of Sri Lanka

Accounting Standards.

Whether the satisfactory measures had been taken by the management to

rectify the issues highlighted in my previous year audit report, and

Whether the financial covenants laid down in the Loan Agreements had been

complied with.
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Financial Statements

Opinion
So far as appears from my ¢xamination and to the best of information and according

to the explanations given to me, I am of opinion that,

(a) the Programme had maintained proper accounting records for the year ended
31 December 2017 and the financial statements give a true and fair view of
the state of affairs of the Programme as at 31 December 2017 in accordance

with Sri Lanka Accounting Standards,

(b)  the funds provided had been utilized for the purposes for which they were

provided,

{c) the opening and closing balances, withdrawals from and the replenishments
to the Special (Dollar) Account had been truly and fairly disclosed in the
books and records maintained by the Programme and the balance as at
31 December 2017 had been satisfactorily reconciled with the accounting

records of the Central Bank of Sri Lanka as at that date.

(d)  the Statements of Expenditure submitted could be fairly relied upon to support
the applications for reimbursement in accordance with the requirements

specified in the Loan Agreements,

(e) the satisfactory measures had been taken by the management to rectify the

issues highlighted in my previous year audit report, and

(f) the financial covenants laid down in the Loan Agreements had been complied

with.

Comments on Financial Statements

Accounting Deficiency

The balances payable amounting Rs.35.41 million as at 31 December 2017 on
civil works of Upper Elahera Canal Project and Minipe Left Bank Rehabilitation

Project had not been accounted and shown in the financial statements.
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2.2.2  Non - Compliance with Laws, Rules and Regulations

According to the provisions made in the Management Services Circular No. 1/2016 of
24 March 2016, it was not permitted to recruit the persons over the age of 65 years for
staff of the Programme Management Unit. However, a person over the age of
65 years had been recruited by the Programme as a Senior Engineer and

remunerations amounting to Rs.751,200 had been paid during the year under review.
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3. Yinancial and Physical Performance
3.1 Utilization of Funds
Certain significant statistics relating to the financing, budgetary provision for the year
under review and the utilization of funds during the year under review and up to
31 December 2017 arc shown below.
Source Amount agreed for Alocation made Funds utilized
financing in the in the Budget during the year as at
Loan Agreements Estimate for the under review 31 December 2017
year under
review
USSs Rs, Rs. US$ Rs. USs$ Rs.
million miltion million million  million  million  million
ADB
- Loan No 3267 76.00 11,485.10 2,068.48 3.70 561.60 6.60 998.80
~ Loan No 3268 74.00 11,182.90 1,996.32 6.40 974.40 12.50  1.833.80
GOSL. 40.00 6,044.80 786.20 2.90 436.40 5.10 752.70
Total 190.00 28.712.80 4.851.00 3.0 1.972.40 24.20  3.585.30
3.2 Physical Progress

According to the Action Plan for the year under review, the activities of the
Programme were scheduled to be implemented under the 04 main components such
as construction of Upper Elahera Canal Project, construction of North Western
Province Canal Project, rehabilitation of Minipe Left Bank Canal Project and

providing of constancy services etc, and the physical progress of 14 per cent of works
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thereon were expected to be achieved. However, only 08 per cent of physical
progress of works had been achieved at the end of the year under review, due to

delays in awarding of contracts. The following further observations are made.

(a) According to the Action Plan for the year under review, contract for the
construction of Kaluganga, Moragahakanda Transfer Canal under the Upper
Elahera Canal Project scheduled to be awarded during the year under review
had not been awarded, due to complexity in application of procurement
procedures. Therefore, only a sum of Rs. 352 million had been utilized out of

the allocation amounting to Rs. 1,819 million made thereon.

(b)  According to the work plan of the North Western Province Canal Project,
03 coniracts were expected to be awarded as at 31 December 2017 and out of
that only the contract for the improvement of Wemediila Left Bank Main
Canal upto Nebadagahawatta had been awarded on 29 December 2016.
However, the physical progress of the construction works of the respective

contract had remained slow at 05 per cent during the year under review.,

(c) It was observed that the construction works of the new sluice gates of
Wemedilla tail canal had been suspended over 08 months, due to delays in

approval of the designs by the Consultant.

{d) According to the Action plan for the rehabilitation works of the Minipe Left
Bank, 04 civil works contracts had been awarded, out of 06 civil works
contracts expected to be awarded as at 31 December 2017. However, the
construction works thereon  had reported slow progress of 17 per cent than
expected progress of 25 per cent as at 31 December 2017. According to the
cxplanations made by the Project, the rehabilitation works were interrupted by

issuing water for cultivation purposes on the requests made by the farmers.

(e) The contract for the consultancy services of improving system efficiencies and
water productivity had not been awarded, due to issues raised in selection of
the Consultants. Thercefore, the allocations amounting to Rs. 77 million made

thereon had remained underutilized as at 31 December 2017.
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Confract Administration

The contract awarded to construct an frigation canal with the length of
6.20 kilometres from Moragahakanda Tank to Konketiya Tank across the Giritale
Reserved Forest had been commenced only at 03 locations at the end of the year
under review. It was revealed that the reconstruction works of the Konketiya Tank
carried out under the Moragahakanda Development Project was not successful, as the
height of the dam of the Tank partly completed by other donor funded project was not
adequate for watering purposes and additional works required to be carried out to
increases the level of the dam under this Project. As a result, the possibility of
completion of the works at the intially estimated cost of the contract is remained

doubtful.

Issues on Envirenmental Matters

The following observations are made.

(a) According to the contract agreement a sum of Rs. 94.80 million had been
allocated to Implement programmes to mitigate environmental damages
caused, due to the development works of the Upper Elahera Canal. However.
07 sign boards for informational purposes had only been erected thereon at a
cost of Rs. 1.10 million. Further, eventhough the contractor is required to take
action o plant trees of 500 acres of clahera area and maintain as forests, no
any action had been taken as at 31 December 2017. The site visits made on 03
April 2018 had revealed that the land of the Giritale Reserve Forest lying in
03 kilometres  of both sides of the Upper Elahera Canal had been cleared

and no action taken by the contractor to plant the recommended trees.

(b) A sum of Rs.12.40 million had been allocated in the contract agreement to
implement programmes to mitigate environmental damages caused, due to
rehabilitation works of Minipe Left Bank Canal up to 30.14 kilometres and
no action had been taken by the contractor thereon. Further, the contractor had
also not taken actions to plant trees in 145 acres of the area of the Project as at
31 December 2017, as required in the provisions made in the contract

agreement.
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Underutilized Assets

The improvement works of the buildings at Polpithigama belongs to the Irrigation
Department had been carried out by the Project and a sum of Rs. 9.8 million had been
spent during the year under review to procure fixtures and fittings and other
renovation works. However, the site inspection made on 10 May 2018 had revealed

that the respective building was remained unused by the Project Management Unit.

Issues on Financial Control

The expenditure incurred by the Programme during the year under review amounting
Rs.1,535.57 million was not agreed with the cost amountmg Rs.1,506.22 million of
the Programme shown in the records maintained by the General Treasury as at that
date. The entries made in the records of General Treasury on capitalization of loan
interest amounting Rs.48.74 million and adjustments made to record the net balance
of expenditure amounting Rs.78.09 million incurred by the Programme Monitoring

Unit were the main reasons for the above difference,

Human Resources Management

According to the approved cadre by the Departiment of Management Service, the staff
of the Programme comprised with 185 cadre positions and out of that, 85 offices
including the key posts of 02 Deputy Project Directors, 14 Project Engineers and

10 Senior Technical Officers had remained vacant over 02 years.
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H.M. Gamini Wejesinghe

Auditor General
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MINISTRY OF MAHAWELI DEVELOPMENT AND ENVIRONMENT

MAHAWELI WATER SECURITY INVESTMENT PROGRAME

(MWSIP) TRANCHE -1

Program Profile

1. Program Information

1.1 Program Investment Background

@

Mahaweli Water Security Investment Program (MWSIP) which is estimated at U$$ 675
million was approved by ADB on 24th June 2015, Its first tranche was approved by ADB
President on 3 ™ July 2015, and the loan agreement was signed by ADB and Ministry of
Finance on 17" September 2015.

Tranche 1 of the MWSIP comprises of the following components:

The Upper Elahera Canal Project (UECP) comprises two components. The first
component is the 9km kaluganga- Moragahakanda transfer canal (including an 8km
tunnel) that transfers water between the Kaluganga and Moragahakanda Reservoirs. The
second component is the Upper Elahera Canal that connects the Moragahakanda
Reservoir to the existing reservoirs Kuruluwewa, Eruwewa and Mahakanadarawa via 82
km of canals (including a 28 km tunnel). These reservoirs supply existing irrigation and
water supply schemes.

The North Western Province Canal Project (NWPCP) will construct 96 km of new and
upgraded canals (including a 940 m tunnel) and two new 25 m tall earth gravity dams
impounding the Mahakithula and Mahakirula Reservoirs. It will transfer water from the
Dambulua Oya River and the existing Nalanda and Wemedilla Reservoirs to command
existing irrigation and water supply reservoirs.

Minipe Left Bank Canal Rehabilitation Project (MLBCRP), located in the downstream
reaches of the Mahaweli River, will: (a) add upstream storage by heightening the
headwork’s weir by 3.5 m, (b) construct new automated intake gates to the left bank
canal and emergency spill weirs to both left and right bank canals; and (¢) rehabilitate
the 74 km Minipe Left Bank Canal to improve conveyance and reliability of service to
existing farmers.



1.2 Program Organization Structure

Mahaweli Water Security Investment Program (MWSIP) consists of three Projects as
investment components under the implementation management of different independent
agencies, and a consultants’ services component. The ownership of the investment program
has been assigned to Ministry of Mahaweli Development and Environment (MMDE) by the
Government of Sxi Lanka (GOSL). MMDE acts as the investment program Executing Agency
(EA).

MMDE has established and assigned the regular management role of program implementation
activities to Mahaweli Water Security Investment Program Management Unit (PMU), which
manages three Project Implementation Units.

2. Impact, Cutcome, Outputs and Objectives of the program

o The investment program’s impact will be improved agricultural production and sustained
economic growth in the North Central, Central, North Western and Eastern Provinces. '
e Its outcome will be secured access to water resources for agricultural and non —
agriculiural purposes in the project areas.
e ]t has three outputs as follows:
a. New and improved water conveyance and storage infrastructure
developed,
b. Systems for improving water resources management and productivity
developed and
c. Efficient multi-disciplinary investment program management operational.
o [t objectives are to facilitate social and economic development activities for Sri Lanka’s
northern dry zone region, mainly comprising North Central, North Western and Eastern
Provinces, by transferring surplus water of Mahaweli river basin for irrigation, drinking
and commercial purposes.

3. Loan Details

The Asian Development Bank (ADB) has agreed to provide financial assistance for Tranche

1 of the program under two loan agreements.

e Special Operations - Loan No. 3268-SRI with financing value of SDR53, 588,000 (SDR-
Special Drawing Rights) equivalent to USD74.00 million, was approved on 3™ July 2015
by ADB President and signed by ADB and the Government of Sri Lanka (GOSL) on
17" September 2015.

¢ Ordinary Operations - Loan No.3267-SRI (SF) with the financing value of USD76.00

million was signed by ADB and the Government of Sti Lanka (GOSL) on the same date

of 17 September 2015.
ADB declared both of these Program Loan Agreements effective since 26th October 2015.
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4. Contract Packages

Six coniract packages have been progressing of construction work of each component under

MWSIP as at end of December 2017 as follow;

Duration Contract Value
Cont X
ontract Name Start date (Months) (Rs.Mn.)
MLBCR/NCB-1/3267-3768- Edward &
SRI/NCB/2015/004 Christie 13/10/2016 24 408.64
MLBCR/NCB-2/3267-3268- Gamini
SRI/NCB/2016/010 Construction 27/04/2017 24 343.06
/MLBCR/NCB-3/3267-3268- Nawaloka
SRi/NCB/2016/012 Construction 28/04/2017 24 829.03
MLBCR/NCB-4/3267-3268- Gamini
SRI/NCB/2016/017 Construction 27/04/2017 24 246.98
NWPC/NCB-1/3267-3268- NEM
29/12/2 .
SRI/NCB/SH/2016/001 Construction /12/2016 24 926.11
LECP/ICB-1/3267-3268- CML
1 36 44

SRIfICB/SH/2016/002 Construction 11/01/2017 3,742,442

Total 6,496,287

Following three construction contract and one of other Consultancy package were scheduled to

awarded 2017 under tranche 1 package but due to spent unexpected time on civil contract

procument procedure in between calling bids and awarding bids specially on following the ADB

procument procedure, appeal period, technical board and Cabinets’ approval it was not successed.

Contract Name Plan Contact amount (Rs. Mn)
MLBC.RP— ICB--1 2,144.75
MLBCRP- NCB-1 414.64
NWPC-ICB- 2 7,069.77
NWPC- ICB-1 10,026.23
ISWEP Consuitancy 585.00




In addition, thirteen community works contract amounting Rs.20.40 million have been

awarded under Minipe Left Bank Canal Rehabilitation Project (MLCRP).

5. Other Investment and Recurrent Cost Items

Total estimated cost and expenditare for the year of the other investment cost items (except

civil work) and recurrent cost items as follow:

maintainers

Name of Cost Summarized details of the package Estimate amount Actual cost (Rs,
Package 4 1¢ packag {Rs. Mn) M)
Mechanical & To mplement three various Jot package
Electrical Equipment | and MLBCR goods 46.00 14.99
Environment Preparation & Implementation of wild life
management plan in UECP&NWPC 62.37 14.60
Soctal awareness, establishment of GRCs,
Resettiement sgrvey and lapd acquisition and payment 146.04 5.07
of compensation
Communication Implement communication activities in
PMU, UECP,NWPC and MLBCRP 13.75 3.47
Training Training activities in PMU & PIUs 17.56 12.17
Program management, Design &
supervision and improving system
Consultancy efficiencies, water productivity 682.90
— 625.37
consultants and expert panel and specialist
assistance as required
Incremental PMU .
and PIUs salaries Incremental PMU and PIUs salz_a{ry uplift 144.00 136.95
Operation and . .
Equipment operation and management 15 66 36.19

Financial and physical performance of the program end of the year 2017 of the planned activities are
included in Quarterly Report no 08 and Task 3-Contract management, Constriction Supervision,
Commissioning and operation up to December 2017 issued by consultant of the MWSIP.




Ministry of Mahaweli Development and Environment
Mahaweli Water Security Investment Programe - Tranche 1
Statement of Financial Position
As at 31st December, 2017

2017 2016
Rs Us ¥ Rs Us$
ASSETS Mote
Current Assels
Central Bank Imprest Accounts
ADB - 1./0 3267 SRI - Ordinary Operations 1) 923,455,440.30 6,041,390 555,659,612.84 3,709,343
ADY - L/N 3268 SRI - Special Operations 01 464,598,726.90 3,039,478 479,595,292.35 3,201,571
Sub imprest Afc - L/N 3267 01 5,675,626.90 6,569,750.45
Sub imprest Afc - L/N 3268 01 6,968,324.17 7,570,317.89
Receivable-Sub imprest Alc - 578,882.07
UECP Cash Balance - 28,647.92
1,400,698,118.27 1,050,002,503.52
Non Current Assets
Property Plant and Equipment 02 177,670,246.45 191,740,250.81
Intangible Assets 4,196,714.92 7,676,294.6%
Project Development cost
Programe related Cost 03 1,360,061,959.91 213,896,124 34
Mobilization Advances 04 762,454,825.05 616,913,211.33
Payment to Lahmeyer International Gmbl3 05 1,316,882,648 4 519,794,906.34
Advanced Payments to Lahmeyer International - GmbH 05.1 77,374,995.91 219,486,100.00
Cther Consultancy QOrganization - 1,486,279.00
Retention & Securities 06 53,897,088.95 -
3,752,538,479.60 1,770,993,166.51
TOTAL ASSETS 5,153,236,597.87 2,820,995,670.03
LIABILITIES
Current Liabilities
Retention Or Contract 06 53,897,088.95 -
Accrued Expenses 07 93,041,228.16 127,636,761,04
Payable to 7040946 - 17,531.12
Payable to 7040952 - 561,350.95
Total Liabilities 146,938,317.11 128,215,643 11
NET ASSETS 5,006,298,280.76 2,692,780,026.92
Accumulated Fund
GOSL - Contribution 752,809,596 27 316,418,385.3%
Revaluation Of Loan Accounts
ADB - 1./N 3267 SRI - Ordinary Operations 1,647,065 04 38,466,929.09
ADB - L/N 3268 SRI - Special Operations 5,175,794 14 55,365,186.61
ADB Loan
Lean No:3268
Direct Payment 08 520,762,962.15 3,419,058
Special Operation - Imprest Release By the CBSL 430,648,967.26 2,811,575
ADB - L/N 3268 SRI -Special Operations 1,372,066,195.92 9,159,326 1,316,701,009.3] 9,159,320
Loan No:3267
Direct Payment 08 291,375,185.87 1,920,025
Crdinary Qperation - Imprest Release By the CBSL 627,517,067.84 4,096,867
ADB - L/N 3267 SRI -Ordinary Operations 1,004,295 445 6! 6,704,242 965,828,516.51 6,704,242
TOTAL NET ASSETS/EQUITY 5,006,298,280.76 2,692,780,026.92

The Notes annexed form an integral part of these Financial Statements.

These Financial Statements are prepared and presented in compliance with the requirements of the Sri Lanka Public Sector Accounting Standards
(SLPSAS) and Lanka Accounting Standards (LKAS), j\—/\ .

Anura Diskanayake

Secretary

Ministry (ff Mahaweli Development
and Environment

N.G Da);;rathna

Finance Manager
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Ministry Of Mahaweli Development and Environment
Mahaweli Water Security Investment Programe - Tranche 1
Cash Flow Statement for the year ended 31st December 2017

Cash Flow From Investment Activities

Civit Works {WIP}

Mechanical And Electrical Equipment (P.P.E)
Environment and Social Mitigation

Consulting Services

Incremental PMU and PIU salaries

Training

Strategic Communication

Equipment Operation And Maintence

Net Cash flow From [nvestment Activities

Cash flow From Financing Activities

GOSL - Contribution
Repayment of Expenses

ADB Loans

ADB - L/N 3268 SRI - Special Operations-Direct Payment
ADB - L/N 3268 SRI - Special Operations-Imprest Release to CBSL
ADB - L/N 3268 SRI - Special Operations-Sub imprest Revaluation

ADB - LN 3267 SRI - Ordinary Operations-Direct Payment

ADB - L/N 3267 SRI - Ordinary Operations-Tmprest Release to CBSL
ADB - L/N 3267 SRI - Ordinary Operations-Sub imprest Revaiuation
Net Cash flow From Financing Activities

Increase/{Decrees) in cash and cash equivalents
Cash and cash equivalents at the beginning of the year 2017
Cash and cash equivalents the ¢nd of the year 2017

Note - A
Imprest Accouats at Central Bank of Sri lanka

ADB - L/N 3267 SRI - Ordinary Operations
ADB - L/N 3268 SRI - Special Operations
Sub imprest Afc - L/N 3267

Sub imprest Afc - L/N 3268

UECP Cash Balance

2017
Rs.

{1,063,505,614.09)
(14,570,858.99)
(19,770,453.63)

(685,194,170.61)
(138,199,515.54)
(3,500,698.00)
(12,173,856.21)
(34,702,214.56)

(1,972,017,382.03)

436,391,210.88
72,467.75

520,762,962.15
430,648,967.26
9,473,856.53

191,375,185.87
627,517,067.84
7,050,160.54

2016
Rs.

(651,479,505.29)
(193,403,941.60)
(7,504,129.68)
(264,035,415.75)
(57,273.259.70)
(16,854,640.57)
(203,140.00)
(18,186,852.04)
(1,208,940,884.63)

244,879,370.39

29,871,933.88

33,585,907.68

2,323,191,878.82

351,274,496.79
1,049,423,621 .45

Note - A 1,400,698,118.24

923,455,440.28
464,598,726.89
5,675,626.90
6,968,324.17

Rs.  1,400,698,118.24

308,337,211.95

(900,603,672.68)
1.950,027,294.13

Note - A 1,049,423,621.45

555,659,612.84
479,595,292.35
6,568,750.45
7.570,317.89
28,647.92

Rs. 1,049,423,621.45
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MINISTRY OF MAHAWELI DEVELOPMENT AND ENVIRONMENT

MAHAWELI WATER SECURITY INVESTMENT
PROGRAME (MWSIP) TRANCHE -1
FINANCIAL STATEMENTS IN 2017

1. Summary of Significant Accounting Policies

1.1 Basis of Preparation and Accounting Statements

1.2 Statement of compliance

The financial statements of the MWSIP comprising the Statement of Financial
Position, Statement of Expenditure, Statement of Changes' in Net Asset / Equity, Cash
Flow Statement and significant Accounting Policies and Notes. Comparative
information is shown form 2015 including only two months for the year 2015 as the
program commenced ifs activities in November 2015, after signing of the loan
agreement and whole year of 2016. Theses Financial statements have been prepared in
compliance with the Sri Lanka Public Sector Accounting Standards (SLPSAS) issued
by the Public Sector Accounting Standards Committee of the Institute of Chartered
Accountants of Sri Lanka (ICASL) and Lanka Accounting Standards issued by ICASL.

1.3 Basis of Measurement

The Financial Statements are prepared on historical cost basis.

1.4 Presentation Currency
Financial Statements are prepared in Sri Lanka Rupees with two decimals to represent
cents which is the functional and presentation currency. Non-monetary items that are
measured in terms of historical cost in a foreign currency are translated using the

exchange rates as at the dates of the initial transactions.

1.5 Events occurring after the Balance Sheet Date
All the material post Balance Sheet events have been considered, disclosed and

adjusted where applicable.



1.6 Property, Plant and Equipment

1.6.1
1.6.2

1.6.3

1.6.4

Assets purchased for the program are shown in the Financial statement as net value.

The provision for depreciation is provided at the following rates on straight
line basis, over the period of estimated useful life of the assets. It is noted that
previous years (2015 and 2016) depreciation policy of no depreciation for the
year of purchase but full year depreciation provided for the year of disposal of
the assets has been changed in accordance with paragraph 24 (a) and (b) of the
SLPSAS 3. Accordingly, the opening balance of each affected component of
assets have been adjusted and comparative amounts alse have been disclosed

for each prior year note no. 11

Furniture and equipment 10%
Computer and Accessories 25%
Air Conditioners (fittings) 20%
Vehicles 20%
Intangible Assets 331/3%

Intangible assets include two GIS software, eleven AutoCAD software and
five River ware license software which cost are amortized considering life
time of the software accordingly to LKS 38.

The furniture and office equipment handed over to the program by the
Ministry of Mahaweli Development and Environment or Department of
Irrigation has not been brought to the program accounts as these assets are

owned by said Ministry and Department.

1.7 Office Building

Office space of the main office (PMU) and PIUs of the MWSIP have obtained

from the Ministry of Mahaweli Development and Environment, Department of

Irrigation and Mahaweli Authority of Sii Lanka on the payment of utility bills

basis.

1.8 Retention Money

Retention monies are deducted from the relevant construction contract are shown

under current assets and current labilities of the financial statements.

10



1.9 Reporting Currency

Amounts paid from Asian Development Bank in US Dollars are converted
to Sri Lanken Rupees at the conversion rates used by Ixternal Resource

Department (ERD).

Two imprest Fund accounts are maintained with the Central Bank of Sri
Lanka (CBSL). One imprest account for loan No 3267 SRI and the other for loan
No. 3268 (SF). The accounts are mainfained in United States Dollars. The
exchange rates and revalues of the US Dollars used by the CBSL have been used

for preparing financial statements.

1.10  Related party transactions
No related party transactions were available to disclose as per the SLPSAS
and no any arbifration issues were reported for the year 2017.
1.11  Accrued Expenditure
In terms of Sri Lanka public sector Accounting Standards, accrued
expenditure defines as labilities to pay for goods or services that have been
received or supplied, but have not been paid, invoiced, or formally agreed with the
supplier. Accordingly, accrued expenses are included for the accounts.
1.12  Taxation
The Department of Inland Revenue has confirmed that MWSIP is not
entitled to claim, Value Added Tax refund or the income tax payment. Payee Tax
has been calculated and deducted from employee’s salary on Circular No 01 dated
01/04/2014 issued by Inland Revenue Department. MWSIP has deducted Payee
Tax and Stamp Duty from the eligible employees and remitted to the Department

of Inland Revenue on monthly basis.

1.13 Other Revenue
Non-refundable tender fees collected by the program from the bidders on
some procurement, is transferred to the consolidated fund as revenue through

MMD&E.

11



1.14 Cash Flow Statement

The Cash Flow Statement has been prepared using the “Direct Method” in
accordance with the (SLPSAS). Cash and cash equivalents comprise short ferm,
highly liquid investments that are readily convertibie to known amounts of cash
and subject to insignificant risk of changes in value. For the purpose of cash flow
statement, cash and cash equivalents consist of cash in hand and balance with
banks.

1.15  Borrowing Costs

All borrowing costs are recognized in expenditure in the period in which
they are incurred.

1.16  Retirement Benefits Obligations

As per circulars issued by the Management Services Department of the
General Treasury, the entitled officers for employees Provident Fund (EPF) 8%
and 12% for EPF and 3% for Employees Trust Fund of gross emoluments of
employees by MWSIP.

1.17  Comparative information
Comparative information of the program activities is included in the financial
statements from November 2015 after signing of the loan agreement.
1.18  Program management expenses
All accumulated expenditure has been capitalized.
1.19 Mobilization Advanced

Mobilization advances paid for Consultancy organization (Lahmeyer
International GmbH) and Civil Works have been accounted as Non-current assets
until recovery from the Lahmeyer International GmbH according to agreement and

after exceeding the work done value 20% of each civil construction contract,

120  Working progress of civil works
Working progress of civil works has been accumulated and accounted
under Non-Current Assets until completion of the contract. After completion of the
construction contract handed over to the Iirigation Department or Mahaweli

Authority of Sri Lanka in according to the program agreement.

12
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Note 2

Property Plant & Equipment (Rs)

Furniture &

Computer &

Vehicle

Peseription Equipment Accessories Fittings Total Value
Depreciation Rate 10% 25% 20% 20%
Balance as a4 01.01.2017 16,323,750.36 4,499,038.73 2,945,542 97 171,869,226.00 195,637,558.06
Adjustments 2,578,336.16 (19,226.00) 2,559,110.16
Adjusted Balance as at 01.01.2017 16,323,750.36 4,499,038.73 5,523,879.13 171,850,000.00 198,196,668.22
Additiens During the Year-2017 3,150,503,87 10,283,359.40 1,315,210.72 - 14,749,073.99
Batance as at 31.12.2017 19,474,254.23 14,782,398.13 6,839,089.85 171,850,000.00 212,945,742.21
Depreciation
Balance as at 01.01,2017 54,299.60 9,412.50 304,590.60 - 368,302.70
Adjustments 1,158,855.70 485,062.60 569,188.88 7,438,986.30 9,652,093.48
Adjusted Balance as at 01.01.2817 1,213,155.30 49447510 873,779.48 7,438,986.30 2,581,409.88
Charge for the Year 1,771,296.55 3,142 386.95 1,260,678.77 34,370,000.00 40,544,362.27
Balance as at 31.12.2017 2,984,451 85 3,636,862.05 2,134,458.25 41,808,986.30 50,564,758.45
Net Book Balance as at 31.12.2016 15,110,595.06 4,004,563.63 2,071,763.49 164,430,2359.70 185,617,101.88
Net Book Balance as at 31.12.2017 16,489,802.38 11,145,536.08 4,704,631.60 130,041,013.70 162,380,983.76
Property Plant & Equipment (Rs) - PMDSC
Furniture & Computer & ] .
Description Equipment Accessories Software Vehicle Total Yalue
Depreciation Rate 10% 25% 20%
Balance as at 01.01.2017 3,312,860.00 3,594,560.00 0,384,355.27 - 16,291,775.27
Additions During the Year-2017 7,885,065.60 - - 3,238,800.00 11,123,865.00
Balance as af 31.12.2017 11,197,925.00 3,594,560.00 9,384,355.27 3,238,800.0C 27,415,640.27
Diepreciation
Balance as at 01.01.2017 216,737.59 567,593.48 1,708,060.58 - 2,492,391.65
Charge for the Year 441,460.88 898,640.00 3,479,579.77 617,590.36 5,437,271.01
Balance as at 31.12.2017 658,198.47 1,466,233 .48 5,187,040.35 617,590.36 7,929,662.66
Net Book Balanee as af 31.12.2016 3,096,122.41 3,026,966.52 7,676,294.69 - 13,799,383.62
Net Book Balance as at 31.12.2017 10,539,726.53 2,128,326.52 4,196,714.92 2,621,209.64 19,485,977.61
Furniture & Computer & Vehicle
Description Equipment Accessories Fittings Total Value
P.P.E-PMU/PIU 16,489,802.38 11,145,536.08 4,704,631.60 130,041,013.70 162,380,983.76
P.P.E-PMESC 10,539,726.53 2,128,326.52 - 2,621,209.64 15,289,262,69
Net Book Balance as at 31.12.2017 27,029,528.91 13,273,862.60 4,704,631.60 132,662,223.34 177,670,246.45
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Note 05
Consulfancy Services - Lahmeyer International GmbH

Description Sch.Ne.

Total {Rs)

Paymenis to Lahmeyer International GmbH in 2015

$,360,697.00

Payment to Lahmeyer International GmbH -2016

359,883,672.61

Payment to Lahmeyer Interpational GmbH -2017

666,100,502.98

Recovery of Mobilization Advance

309,953,416.09

Total

1,344,298,288.68

Transfer to Property,Plant,Equipment

(27,415,640.27)

1,316,882,648.41

Note 05.1
Mobilization Advance-Consultancy
Description Sch.No. Total (Rs.)
Mobilization Advance 387,328,412.00
Recovery of Mobilization Advance (309,953,416.09)
77,374,995.91

Balance of Mobilization Advance

Tota! payment of consultancy-Lahmeyer International GmbH up to end of 2017 is Rs.1344.298 million which

includes Rs.27.416 million assets as follow

Description Rs.Mn
(i).Furniture & Equipment 11.198
(ii).Computer & Accessories 3.595
{iii).Software 6.384
{iv).Vehicle 3.239
Total 27.416

Above asseis value has been deducted from total concultancy-Lahmeyer payment and added to the, property, Plant &

Fquipment value same for accounting purposes.
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Note 08

Direct Payment {Rs)

L. Amount

Month Description LN 3267 TN 3268
August Consultancy payments-Lahmeyer International 15,494,682.44
8,794,395.14
CML (ICB 01) 19,524,724.93 13,399,321.04
September Consultancy payments-Lahmeyer International 32,427,694.20
CML (ICB 01} 50,246,941.47 34,483,195.12
Consultancy payments-Lahmeyer International 11,974,971.88
17,330,638.85
November Consultancy payments-Lahmeyer Infernational 13,551,114.48
18,582,280.53
83,733,910.24
CML (ICB 01} 46,197,428.13 31,704,117.35
Consuitancy payments-Lahmeyer International 12,429,983.68
- 8,205,348.95
21,723,812.85
Gamini Cons (NCB 04) 15,425,649.67 10,586,230.16
December Nawaloka Construction (NCB 03) 38,281,431.31 26,271,570.50
Edward & Christie(NCB 01) 16,004,564.96 10,983,524.97
NEM (NCB 01} 5,425,669.95 3,723,498.98
NEM (NCB 01} 16,300,129.82 11,186,363.60
CML {ICB 01) 38,185,476.53 26,205,719.19
Gamini {NCB 02) 8,596,717.53 5,899,708.11
Gamini (NCB 04) 12,378,014.08 8,494,715.54
Fdward & Christie(NCB 01) 24,308,437.49 17,025,398.27
September Consultancy payments-Lahmeyer International 76,550,766.03
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291,375,185.87

520,762,962.15
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Note - 11

Effect of Evror Correction & Separate discloser of Property,Plant & Equipment Of Lahmeyer International GmbH

Property Plant and Equipment (Rs)

Published Financial Statement in 2016

PMDSC P.P.E Opening Balance

Adjustment of Opening Balance accumutated depreciation
Adjustment of Opening Balance accumulated depreciation-PMDSC
Adjusicd Financial Statement in 2016

Intangible Assets (s}

Published Financial Statement in 2016
PMDSC Intangible assets Opening Balance
Adjusted Financial Statement in 2016

Programe related Cost (Rs)

Published Financial Statement in 2016

Adjustment of Opening Batance accumulated depreciation
Adjustment of Opening Balance accumulated depreciation-PMDSC
Adjustment of Opening Balance accumulated amortization-PMDSC
Adjusted Financial Statement in 2016

Payment to Lahmeyer International GmbH (Rs)
Published Financial Statement in 2016

Transfer to P.P.E

Adjusted Financial Statement in 2016
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195,269,255.36
6,907,420.00

(9,652,093.48)

(784,331.07)

191,740,250.81

7,676,294.6%

7,676,294.69

201,751,639.21
9,652,093.48
784,331.07
1,708,060.58

113,896,124.34

536,086,681.61°
(16,291,775.27)

519,794,906.34
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