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OUR VISION

Safety Net and Protection for all needy sectors.

OUR MISSION

To contribute towards the social and economic development of Sri Lanka through:
v' Affordable, efficient and progressive insurance schemes for all needy segments in
society.

v Providing solutions to local market to cover high risks arising from changing needs
through pooling and other arrangements.

v’ Creating a reinsurance market in Sri Lanka to provide additional capacity to the local
insurance market.
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WHO WE ARE

The National Insurance Trust Fund was established by the National Insurance Trust
Fund Act, No. 28 of 2006 (NITF Act). Its contribution towards the economy encompasses
the provision of Reinsurance, Strike, Riot, Civil Commotion and Terrorism Insurance,
Agrahara Medical Insurance, Health Insurance, other forms of General Insurance including
Natural Disaster Insurance covers. As per the NITF Act, the Strike, Riot, Civil Commotion
and Terrorism Fund originally managed by the Ministry of Finance and Planning was
absorbed by NITF, while all insurers who issued insurance covers against strike, riot,
civil commotion and terrorism risks on behalf of NITF were required to remit
premiums collected on same to the latter. As per a government Gazette Notification No.
1791/4 of 31st December 2012, all primary insurers are now required to cede 30% of
their total reinsurance premium arising out of every general reinsurance contract to
NITF. At present, the National Insurance Trust Fund is the only Sri Lankan body which
provides reinsurance cover to primary insurers. Agrahara medical insurance scheme
was implemented under the Ministry of Public Administration Circular No: 12/2005
and it came under the purview of NITF from 1st of January 2006. It provides benefits
to Married Employees of Members, Spouse and Children (only if they are unmarried,
unemployed and below 21 years old) and Unmarried Employees - Member, Parents
(only if the parents are below 70 years old)

Offering multiple benefits at lower premiums, a key competitive advantage, our turnaround
time in relation to claim acceptance and payout is one of the best in the country. The
adoption of new technologies has enhanced our internal and external efficiencies while
contributing substantially towards the bottom-line.
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OUR CORPORATE VALUES

Our six core corporate values form a firm foundation and guideline for the way in which we approach

our business

CUSTOMER FOCUS

CONTINUOUS
IMPROVEMENT
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FINANCIAL HIGHLIGHTS -2018

20,000,000,000

(a) Profit After Tax LKR 3.1 billion
(b) Total Assets LKR 16 billion
(c) Contribution to Consolidated LKR 2.75 billion
(c) Return On Assets 20.4%
Rs. FINANCIAL HIGHLIGHTS
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Gross Written Premium Net Earned Premium

B 2018 LKR Million

ProfitBefore Tax (PBT)

B 2017 LKR Million

Profit After Tax (PAT)

Total Assets

2018 2017

LKR LKR
Gross Written Premium 9,683,874,748 9,071,278,467
Net Earned Premium 13,653,431,467 | 11,613,828,982
Profit Before Tax (PBT) 3,288,839,528 | 1,077,185,612
Profit After Tax (PAT) 3,183,238,866 976,233,935
Total Assets 15,595,192,598 |  18,552,675,429
Return on Assets (%) 20.4% 5.2%
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STRATEGIC OBJECTIVES

1. To provide total solutions for reinsurance needs of the Sri Lankan Insurance Market by way
of being a professional and customer friendly reinsurer and meeting highest service standards
in line with international best practices

2. To become an international reinsurance provider within five years by strengthening the legal
structure of the organization to be a recognized player in the international reinsurance
market.

3. To become the most preferred reinsurer in Sri Lanka by 2019 and the leading reinsurer in the
Asian region by 2021 with a net worth of Rs. 50 Billion.

4. To cater to the insurance needs of the vulnerable groups / needy people in the society and to
focus on risk areas where a commercial general insurer does not provide insurance solutions

5. To provide insurance solutions to agricultural industry and its stakeholders to uplift the
commercial viability of agricultural business and living standards of the farmers in Sri Lanka.

6. To become the most efficient and effective health insurance provider and claim settler in the
country serving both government servants and other needy groups.

7. To position NITF as the information hub and professional insurance knowledge center in Sri
Lanka

8. To become the most preferred insurance provider for all government institutions by
strengthening the relationship with government institutions to exploit general insurance
business

9. To become socially responsible by becoming a green institution with a demonstrated
commitment to environment protection

10. To establish a dynamic system which facilitate speedy claim settlement in both general
insurance and reinsurance thereby providing customer satisfaction.

11. To obtain an international financial rating that portrays the financial strength and stability of
NITF.

12. To establish a professional accounting and reporting system and audit function to uphold

transparency.
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13.

14.

15.

16.
17.

To transform the restricted investment function into a dynamic operational function after
obtaining authority to engage in diversified investment options

To enter into strategic partnerships with the health care industry to facilitate a superior
service to government employees who are currently enjoying Agrahara insurance benefits
To maximize the reach and visibility of NITF by using the government operational structures
such as District Secretariats

To work in cohesion with the similar institutions existing under government sector

To establish a talent management policy and a process to enrich the human capital of NITF to
become the most preferred organization to work for by professionals in the insurance

industry in Sri Lanka.
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CHAIRMAN'’S MESSAGE

Presentation of Annual Report 2018

| am pleased to present to you the Annual Report of National Insurance Trust Fund for its financial year
ended 31* December 2018. With the nation’s interest in the forefront, we have forged alliances and
partnerships over the years that have served to create a significant value addition to our stakeholders.

This has been instrumental in our growth from strength to strength.

Performance and Contribution of National Insurance Trust Fund

Despite operating in an insurance market which was experiencing a slowdown, NITF recorded a
moderate growth in Gross Written Premium which was Rs. 9.7 billion in 2018 against Rs. 9.1 billion in
2017. Making this achievement an even more impressive one, NITF has also recorded an after tax
profit of Rs 3.183 billion for the financial year 2018 against Rs. 0.976 billion in 2017. NITF also obtained

a Fitch rating of AA-(lka), which confirms its financial soundness of the year 2018.

Appreciation

| would like to convey my gratitude to the Honorable Minister of Finance under whose purview this
institution operates. | would also like to acknowledge the support received from the Secretary to the
Treasury and all of the other Treasury officials with whom NITF interacts closely. My sincere
appreciation extends to the Chairperson, Director General and officials of the Insurance Regulatory
Commission of Sri Lanka (IRCSL), the regulators of the insurance industry. Finally, | would like thank my
fellow Members of the Board, the Chief Executive Officer as well as the employees of NITF for their

unwavering commitment and dedicated support throughout the year.

Mawahib Mowjood
Chairman

27.09.2020
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CEO’S REVIEW

It is my great pleasure to announce that despite the prevailed unfavorable situation for insurance
industry, National Insurance Trust Fund (NITF) has been able to record a satisfactory performance in
2018 in terms of premium growth, profit growth and customer service. The financial year 2018 was
relatively commendable year from both operational and financial perspectives, when compared to the
year 2017 during which the country faced large scale floods. It is also important to emphasis that NITF
obtained a AA- credit rating from Fitch Rating Lanka, endorsing the resilience of NITF by reflecting the
financial stability, even after payment of huge amount of claims particularly due to floods in last two

years.
Financial Progress

NITF has managed its financial portfolio efficiently during the period of year 2018 to enhance its
financial strength relative to 2017, while providing pleasing service to its customers. The Gross Written
Premium in 2018 recorded as Rs. 9.683 billion compared to Rs. 9.071 billion in 2017, showing a growth
of 6.8% in 2018 compared to 2017. This was mainly due to upturn in Gross Written Premiums of
Reinsurance and Strike, Riot, Civil Commotion and Terrorism Fund. Similarly, Net Earned Premiums in

2018 has increased to Rs. 13.653 billion from Rs. 11.613 billion in 2017, reporting a 18% of growth.

On the other hand, the Gross Benefits and Claims incurred in 2018 has declined by 15% up to Rs. 9.763
billion which was Rs. 11.455 billion in 2017. The reason for this is due to less number of natural disasters
in 2018 and occurrence of large scale flood in 2017 and subsequent increase in substantial amount of
settlement for flood claims in 2017. As a result, the Total Comprehensive Income has increased to Rs.

3.303 billion in 2018 from Rs. 1.176 billion in 2017. It is a 180% increase compared to previous year.

When considering the financial position, during the year 2017 and 2018, Total Equity and Total Assets
have moderately decreased from Rs. 7.146 billion to Rs. 6.956 billion and from Rs. 18.553 billion to Rs.
15.595 billion respectively. Furthermore, the Total Liabilities has also fallen down to Rs. 8.639 billion in

2018 with a 24% reduction from Rs. 11.406 billion in 2017.
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The Financial Assets recorded a moderate increase of 31% from Rs. 8.161 billion in 2017 to Rs. 10.674
billion in 2018. The main reason for this increase is due to a large amount of reinsurance recoveries
received from reinsurers in 2018. Further, the worth of Property, Plant and Equipment has also been

reduced to Rs. 29.363 million in 2018 compare to the Rs. 39.471 million in 2017, which is a 26% reduction.

When considering the financial progress and grade of the Fitch Rating of AA-, National Insurance Trust
Fund illustrated a sound financial position mainly due Total Comprehensive Income, Total Assets and

AA- credit rating.

Operational Progress

In 2018, Gold and Silver membership cards have been issued to its members and Agrahara Gold and
Silver schemes have been extended to semi government organizations. It has also been decided and
initiated to shift the current office environment to a new premise in order to make a better working

environment for employees and customer friendly institution.

Appreciation

| would like to convey my gratitude and appreciation to our Senior Management for their steady hand
driving towards the achievements of 2018., and our employees for their continued dedication and
loyalty to our business. | also wish to thank the public and the customers of NITF who are the driving
factors of ours, for their trust and sincere cooperation. Further, | would like to extend my sincere
appreciations to the Chairman and the Board of Directors, Officers of Ministry of Finance and Officers of
Insurance Regulatory Commission of Sri Lanka for their support during the year 2018 and look forward

to serve the people contributing to the social security in a better manner, in future.

g

Manjula Hettiarachchi
Chief Executive Officer (Acting)
18.02.2021

11



NATIONAL INSURANCE TRUST FUND
ANNUAL REPORT 2018

MANAGEMENT DISCUSSION
AND ANALYSIS
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ENVIRONMENTAL REVIEW

The National Insurance Trust Fund is fully cognizant that NITF’s operations are impacted by
macroeconomic dynamics. This is because all the economic developments in Sri Lanka carry a risk of
failure and this is mostly countered by obtaining insurance covers taken from insurance companies in Sri
Lanka as well as from NITF. Consequently, the insurance companies transfer their risks by reinsuring 30%
with NITF and the rest of the portion with the foreign reinsurer. Hence the NITF needs to review the

economic and insurance industry developments in the country when it makes strategic decisions.

Sri Lankan Economy

The growth of Sri Lankan economy was unfavorable in 2018 similar to 2017. Real GDP growth was
recorded at 3.2 per cent in 2018, compared to 3.4 per cent in the previous year. This growth was largely
supported by services activities that expanded by 4.7 per cent and the recovery in agriculture activities,
which recorded a growth of 4.8 per cent. Industry activities slowed down significantly to 0.9 per cent
during the year, mainly as a result of the contraction in construction. According to the expenditure
approach, both consumption and investment expenditure supported growth. Investment as a
percentage of GDP stood at 28.6 per cent in 2018 compared to 28.8 per cent in the previous year, while
the savings-investment gap widened during the year indicating increased dependence on external

resources to fill the shortfall.
Sri Lankan Insurance Industry

Since it has been observed a downward trend of Gross Domestic Product growth rate during the year
2018 in Sri Lanka, the insurance industry too witnessed the growth rate in GWP declining from 15.3% in
2017 to 10.03% in 2018. The additional premium generated during the year was around LKR 16,546
million and recorded a GWP at year end of LKR 181,506 million. The reason for the decline could be the
impact on business confidence due to economic and political uncertainties prevailed during the year.
This is evident by the sharp decrease of growth rate recorded in the general insurance segment from

17.3%in 2017 to 8.3% in 2018.

13
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FINANCIAL REVIEW -2018

Financial highlights can be epitomized as follows.

Table: Financial Highlights

2018 2017

LKR LKR
Gross Written Premium 9,683,874,748 9,071,278,467
Net Earned Premium 13,653,431,467 11,613,828,982
Profit Before Tax (PBT) 3,288,839,528 1,077,185,612
Profit After Tax (PAT) 3,183,238,866 976,233,935
Total Assets 15,595,192,598 18,552,675,429
Return on Assets (%) 20.4% 5.2%

Chart: Financial Highlights
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Gross Written Premium Net Earned Premium  ProfitBefore Tax (PBT) ProfitAfter Tax (PAT)
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During the year 2018, National Insurance Trust Fund recorded a Gross Written Premium of Rs. 9.68 billion

against Rs. 9.07 billion in 2017. This is a moderate growth of 7.3%. Net Earned Premium recorded
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a substantial growth of 17.6% in 2018 by increasing to Rs. 13.65 billion in 2018 from Rs. 11.61 billion in
2017. This is mainly due to substantial increase in premium from Strike, Riot, Civil Commotion and
Terrorism Fund and inward reinsurance. NITF recorded a Net Written Premium of LKR 13.35 Billion

which is a moderate increase of 6.8% from LKR 12.50 Billion in 2017.

Profit after tax increased to Rs. 3.18 billion in 2018 from Rs. 0.98 billion in 2017. Other Revenue of LKR
1.46 Billion during the period under review vis a vis LKR 1.15 Billion in 2017 was attributable to
improved interest income that accrued as a result of increased liquidity which was channeled into
investment coupled with a higher interest rates. The appreciation of the USD against the LKR proved
beneficial to NITF in relation to the exchange gain earned on its USD denominated savings accounts as at

financial year end.

Prior to the incorporation of NITF, a quantum of soft loans was disbursed out of the Strike Riot Civil
Commotion and Terrorism Fund then under the purview of the Sri Lankan Government. These loans
were provided at concessionary rates to large establishments who were affected by attacks during the
terrorism period that prevailed. The interest income that accrued has now reduced in line with the
repayment of these loans which were transferred to NITF in 2006. NITF's total assets declined to LKR
15.59 Billion, from LKR 18.55 Billion in 2017 while its total equity stood at LKR 6.96 Billion in 2018 versus
LKR 7.15 Billion in 2017.

Review of Income

Income of the National Insurance Trust Fund can be dissected and illustrated as follows.

15
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Table: NITF Income from Insurance Products 2017 Vs 2018

2017 2018 Growth
Rs. Rs.

Inward Reinsurance 3,683,389,120 4,056,395,150 10.13%
SRCC & Tr Premium 4,036,282,848 4,581,640,544 13.51%
General Insurance - Motor 417,885,956 422,117,039 1.01%
General Insurance - Non Motor 413,720,543 103,722,015 -74.93%
National Natural Disaster Premium 500,000,000 500,000,000 0.00%
Medical Scheme for Parliamentary Members 20,000,000 20,000,000 0.00%
Contribution Received for Agrahara 2,726,522,599 4,017,420,904 47.35%
Crop Insurance Levy Collected 1,878,361,459 2,138,167,676 13.83%

Chart: NITF Income from Insurance Products 2017 Vs 2018 (Rs.)
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DIVISIONAL REVIEW

Agrahara Medical Insurance Scheme

‘Agrahara’ is Sri Lanka’s largest medical insurance scheme with a membership of over 845,000. The
scheme extends to families of members, which takes the coverage to nearly 2.3 million Sri Lankans. This
is a contributory scheme where a nominal monthly contribution is deducted from salaries from all

pensionable Government officers.
During the 2018 financial year Agrahara received a contribution of Rs. 750 million form the Treasury and

collected Rs 3.28 billion through member contributions. A total payout of Rs 4.1 billion was made in

medical insurance claims during the year.

Table: Classification of Revenue

2018 LKR 2017 LKR
Contribution from members 2,979,518,379 2,154,586,499
Contribution from the Treasury 750,000,000 500,000,000
Agrahara Pension scheme 101,282,200 58,785,600
Semi Government scheme 206,620,325 13,150,500
Total contribution 4,037,420,000 2,726,522,599
Claim Expenditure 4,085,005,000 2,873,715,118
Deficit/Excess (47,585,000) (147,192,519)
Table: Classification of Claims
TYPE OF CLAIMS NO OF CLAIMS NO OF CLAIMS OUTSTANDING
RECEIVED - 2018 PAID -2018 CLAIMS -2018
DEATH 2,755 2,607 61
ACCIDENT 202 151 27
CHILD BIRTH 17,986 17,143 759
BRAIN SURGERY 29 29 -
CANCER 1,439 1,335 18

17
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CARDIAC 1,074 1,060 2
PVT HOSPITAL 28,389 23,977 987
HIP REPLACEMENT 12 11 -
KIDNEY 77 68 -
KNEE REPLACEMENT 22 22 -
HEARING AID 3 3 -
PARALYSIS 8 8 -
GOV HOSPITAL 61,195 57,291 1,420
SPECTACLE 72,283 63,229 2,331
TOTAL 185,474 166,934 5,605

Agrahara Gold and Silver Schemes for Government Sector
In 2016, the Agrahara gold and silver schemes were introduced for the government sector. Beneficiaries
who consent to an increased contribution of Rs. 300 and Rs. 600 would be eligible for benefits under the

Silver and Gold schemes respectively.

Agrahara Gold and Silver Scheme for Semi Government Sector

In 2017, the Agrahara Gold and silver schemes were introduced for the semi Government sector

Agrahara Pension Scheme
The Agrahara Pension Scheme was introduced in May 2016 and was further expanded in 2017
supported by strong demand for this product. The pension scheme is applicable exclusively for full

government employees pensioned after January 1, 2016.

Agrahara E- Cards

In January 2012, started to issued E-cards were to all members to enhance the efficiency of services
render to Agrahara beneficiaries. In 2017 NITF started issuing separate gold and silver E-cards to
Agrahara gold and silver members. NITF has entered into agreements with a number of private hospitals

on provision of benefits to Agrahara members.

18



NATIONAL INSURANCE TRUST FUND
ANNUAL REPORT 2018

Reinsurance

Reinsurance department was established in 2008 according to the gazette notification no. 1528/20
dated 19" December 2007 to accept 20% liability of reinsurance sum insured from each general
insurance companies in Sri Lanka. It was continued up to 2012. In 2013, it was increased up to 30% and

it has been continued up to date.

In 2018, NITF obtained back to back reinsurance cover (retrocession) to protect the NITF balance sheet
in agreement of the Line Ministry and limit of reinsurance cover was 7.5 Bn. Lead reinsurer of the

reinsurance panel is Renaissance Re.

In addition to retrocession cover, NITF has obtained Reinsurance covers for Natural Disaster insurance
scheme to protect uninsured properties up to Rs. 15 Bn led by Renaissance Re and Reinsurance Cover
for SRCC & T Fund to protect their liabilities up to 10Bn. Further NITF obtained another reinsurance

cover for Agriculture Crop Insurance Scheme by AAIB.

Reinsurance 2018 2017

Rs. Rs.
Gross Written Premium - Inward Reinsurance 4,056,395,150 3,683,389,120
Gross benefits and claims paid (2,345,202,622) (2,039,286,678)

Strike, Riot, Civil Commotion and Terrorism Fund

SRCC & T Fund is assigned to provide covers of Strike, Riot, Civil Commotion and Terrorism (SRCC & T)
risk for those who obtain insurance covers for SRCC & T risks from the registered General Insurance

companies in Sri Lanka, as per the Gazette Notification No. 1542/11 dated 25™ March 2008.

In 2018, NITF obtained reinsurance cover for SRCC Fund to protect the NITF balance sheet in agreement
of the Line Ministry and limit of reinsurance cover was 10 Bn. Lead reinsurer of the reinsurance panel is

MS/ Chaucer Syndicate 1084.
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SRCC and T Fund 2018 2017
Rs. Rs.
Gross Written Premium - SRCCT Fund 4,581,640,544 4,036,282,848
Gross benefits and claims paid (50,085,704) (12,314,131)

Motor Insurance

Motor insurance scheme was introduced by the National Insurance Trust Fund for the vehicles owned by
government institutions and semi government institutions since 2008. According to the government
circular number PF 427 and thereafter PF 437, the motor and non-motor insurance in government
owned institutions can only be placed with National Insurance Trust Fund or government owned

insurance company.

National Insurance Trust Fund has expanded its service to the private customers also and from 2014
onwards premium contribution from private customers has drastically increased. National Insurance
Trust Fund has introduced new insurance scheme to the Government officers including semi
government officers and pensioners called “Agrahara Motor” in 2017 and it has been the major profit

earning segment of the motor insurance section.

Notably, NITF also operates a 24-hour call center while maintaining the ability to respond to client needs
anywhere in the island through its numerous branch offices within the District Secretariats as part of a
continuing effort to streamline processes and facilitate speedier payment of claims. A competent team
of assessors island-wide serve to further streamline the process and provide comprehensive assistance

to customers when inspection of claims are made.

General Insurance - Motor 2018 2017

Rs. Rs.
Gross Written Premium - Motor 422,117,039 417,885,956
Gross benefits and claims paid (208,043,768) (202,402,854)
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Table: Classification of Motor Claims
Category | 2018 2017 2016 2015
No of Amount | No of Amount | No of Amount | No of Amount
claims (LKR claims | (LKR claims | (LKR Claims | (LKR
million) million) million) Million)
Private
car 657 56.05 587 61.38 327 40.24 258 33.02
Motor
cycle 2465 4507 2176 35.8 1912 29.09 966 13.89
Motor 91 9.52
coach 183 17.23 189 18.1 170 15.46
Lorry/land
vehicle 131 9.99 116 11.28 69 3.3 51 4.34
Dual
purpose
vehicle 558 | 52.65 514 56.21 391 42.06 220 26.51
Total 3994 | 180.99 | 3582 182.77 | 2869 130.14 | 1,586 87.27

Non Motor Insurance

The General insurance business (Non- Motor) was initiated by National Insurance Trust Fund as per the

gazette notification No. 1615/20 issued on 20.08.2009 and it grew steadily over the years.

NITF’s General Insurance business is mainly sub divided into Fire & Engineering Insurance, Surgical

Insurance, Marine Insurance and Miscellaneous Insurance.

Following table shows the number of policies issued in year 2018 and the GWP contribution of each

class of business to the total GWP of the National Insurance Trust Fund.
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Table: Classification of Revenue from Non Motor Insurance

Category No of Policies GWP (Rs. Million)
Fire & Engineering 84 23.6
Insurance
Surgical Insurance 07 36.3
Marine Insurance 47 1.6
Miscellaneous 142 41.7
Insurance
Total 103
General Insurance -Non Motor 2018 2017
Rs. Rs.
Gross Written Premium - Non Motor 103,722,015 413,720,543
Gross benefits and claims paid-Medical & Other (469,755,602) (151,205,332)

National Natural Disaster Insurance Scheme

The National Natural Disaster Insurance Scheme (NNDIS) was originated as a budget proposal for 2016

through National Insurance Trust Fund Board (NITF).

NITF had received LKR 500 million premium payment for 2018 of the above insurance scheme. This
insurance scheme provides blanket coverage for lives and uninsured properties, specifically all
households and small business establishments (any business of which annual turnover does not exceed
Rs. 10 Mn against cyclone, storm, tempest, flood, landslide, hurricane, earthquake, tsunami, falling trees
due to heavy winds, collapse of retaining walls and any other similar natural perils excluding drought
and upto the aggregate limit of Rs. 10 billion per annum. Property damage for larger businesses and

those having insured with an insurance company are excluded.

All fishermen registered under Department of Fisheries will be covered to the value of Rs. 1 Million each

in respect of accidental death whilst engaged in fishing. An accidental death cover for all other victims of
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natural disasters will be paid Rs. 100, 000 each under the Personal Accident Insurance cover. NITF

obtained Reinsurance cover for the NNDIS handled by Micro Insurance Department.

Natural Disaster 2018 2017

Rs. Rs.
Gross Written Premium - Natural Disaster 500,000,000 500,000,000
Gross benefits and claims paid (843,784,556) (4,699,472,888)

Agricultural Loan Protection Insurance Scheme

Most farmers obtain credit from banks & finance institutions that are engaged in the provision of

Agricultural credit. In the event of the crops being damaged due to drought, floods or elephant attacks

the lending institutions are unable to recover a significant installment of their loans outstanding. Hence

this insurance scheme has been developed to give protection for them.
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7

GOVERNANCE AND INTERNAL
CONTROL
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ENTERPRISE GOVERNANCE

INTRODUCTION

Enterprise governance constitutes the entire accountability framework of the organization. There are

two dimensions of enterprise governance — conformance and performance that need to be in balance.

Conformance is also called “corporate governance”. It covers issues such as board structures and roles
and executive remuneration. It had significant coverage in recent years following the various corporate
governance scandals and there will be continuous developments in this area. Codes and/or standards
can generally address this dimension with compliance being subject to audit. There are also well
established oversight mechanisms for the board to use to ensure that good corporate governance
processes are effective e.g., audit committees. The performance dimension focuses on strategy and
value creation, helping the board to: provide strategic decisions; understand its appetite for risk and its

key drivers for performance; and identify its key principles to decision-making.

Ever since the National Insurance Trust Fund was established in 2006 under the National Insurance Trust
Fund Act No. 28 of 2006, its Corporate Governance practices have been carried out giving due
consideration to the relevant areas of the Corporate Governance Code of Best Practices issued by
Institute of Chartered Accountants of Sri Lanka and the Public Enterprises Guidelines for Good

Governance and Corporate Governance practices.

THE BOARD OF NITF

According to the National Insurance Trust Fund Act No. 28 of 2006, the NITF is managed by a Board
consisting of the following seven members appointed by the Minister in charge of the subject of

Finance.

(a) An officer of the Ministry of the Minister to whom the subject of Finance is assigned:

(b) The Chief Accountant of the Ministry of the Minister to whom the subject of Finance is assigned:
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(c) An officer of the Ministry of the Minister to whom the subject of Health is assigned:

(d) An officer from the Ministry of the Minister to whom the subject of Public Administration is assigned:
and

(e) Three persons to be nominated by the Minister from among persons possessing qualifications or

expertise in the fields of finance banking, insurance management or law.

The Minister is empowered to appoint one person of the Board as Chairman. In terms of the Act, all
members of the Board shall hold office for a period of five years from the date of appointment. The
names of the Board Members are given in the page of the profile of the Board Members page. The

attendance details of Board meetings are given as follows.

2018 Board Member's Attendance Details
Appointment Date of
Members of the Board L
Date As Resignation
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
Mr. Manjula De Silva v v v v v v v v v 06/04/2015
Mr.Trevine Fernandopulle v v v v v 4 v v v 08/04/2015
Mr.Asendra Siriwardena Ab v v v 4 v Ab v v 02/04/2015
Mr.H.A.C.Kumarasinghe v v v v 4 4 v 4 v 14/12/2015
Mr.P.P.S.Rohana De Silva v v v v Ab v v v v 05/05/2016
Mr.N.M.D.Nawarathne v v v v v v v v v 31/07/2017
Mr.A.K.Senevirathne Ab Ab 22/02/2018 05/2018
Mr.K.A.Vimalenthirarajah v Ab Ab 29/08/2018

SUPPLY OF INFORMATION

The Board Members are provided with monthly reports of performance and minutes of previous Board
Meetings Board Papers, which are circulated a week prior to the Board meeting.

FINANCIAL STATEMENTS

The Financial Statements of National Insurance Trust Fund have been presented adopting the Sri Lanka
Accounting Standards and other applicable laws and regulations. The NITF provide a detailed and

transparent analysis of performance in it.
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THE ANNUAL REPORT

The institution’s Annual Report 2018 was designed to illustrate an overall view of NITF’s affairs during

the year 2018 in order to make informed decisions.

PROCUREMENT

The procurements of the National Insurance Trust Fund have been done using NPA guidelines and
Department of Public Finance guidelines. The procurements are carried out using committees such as
CAPC (Cabinet Appointed Procurement Committee), MPC (Ministry Procurement Committee), and DPC

(Departmental Procurement Committee) based on the value.

THE INTERNAL CONTROL

During the year 2018, internal audit functions including the internal audit of departments of NITF and
audit of the Strike, Riot, Civil Commotion and Terrorism Fund has been carried out by the Internal Audit
Department.

AUDIT COMMITTEE

The year under review saw the establishment of the Audit Committee whose duties and responsibilities
were formulated in line with the ‘Code of Best Practice for Audit Committees’ issued by the Institute of
Chartered Accountants of Sri Lanka. The scope of the audit, as well as the responsibilities attached to

the Audit Committee was established during 2018 as follows.

v" Annual audit plans were reviewed and established.
v Internal control systems were reviewed and evaluated.
v" Performance of the separate units was reviewed at intervals for the dual purpose of cost

effectiveness and to minimize wasteful expenditure.
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v Consistent follow up with the external auditor and Auditor General with regard to the latter’s
management letters.

v Checks to ensure that statutes, regulations, and circulars are complied with.

v Financial Statement checks to ensure that relevant accounting standards were complied with.

v' External and internal audit reports as well as management letters were reviewed for lapses and
remedial action.

v" Implementation of recommendations/directives of the committee were reviewed.

The year under review was one of significant improvement in the internal controls. Internal audit
reports were prepared monthly and follow up meetings held to identify all issues and concerns.
Probable ways in which controls and operations could be improved to overcome identified weaknesses,
and improve efficiencies and effectiveness of controls were also determined based on the risks
identified. As an added measure, the internal audit team visited several insurance companies in an
effort to monitor compliance with NITF rules and regulations within those establishments. During the

year 2018 composition of the audit committee is as follows.

Members of the Audit Committee
Mr.K.A.Vimalenthirarajah (Chairman)
Mr. Trevine Fernandopulle

Mr. Asendra Siriwardena

External Audit

The Auditor General was appointed as the External Auditor in terms of the Constitution of the
Democratic Socialist Republic of Sri Lanka and is also required to audit the accounts of Public
Corporations, businesses or other undertakings vested in the Government under any written law. The
Auditor General performed the annual audit of the financial statements of the company for the year

ended 31st December 2018 in terms of the Constitution of the Democratic Socialist Republic of Sri Lanka
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Investment Committee

The Investment Committee’s responsibilities may be grouped in to two main areas namely, developing a
sound investment policy and ensuring it is implemented efficiently to yield the maximum return in line
with investment policy criteria and guidelines of NITF. The year under review saw the management of
NITF’s investment portfolio, asset allocation and management of the asset-liability match being

scrutinized as well as seeking out new opportunities for investment.
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MEMBERS OF THE BOARD OF NITF -
2018

Mr. Manjula de Silva Mr. Asendra Siriwardena
(Chairman) (Board Member)

Mr. Rohana de Silva Mr. K. A. Vimalenthirarajah
{Board Member) {Board Member)
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Mr. Chandana Kumarasinghe Mr. Trevine Fernandopulle
(Board Member) {Board Member)
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PROFILE OF THE BOARD MEMBERS

Mr. Manjula de Silva (Chairman)

Manijula de Silva was appointed as the Chairman on 06.04.2015. Prior to the appointment as the
Chairman of NITF he was the Managing Director of HNB Assurance PLC. Manjula de Silva holds a BA
Hons (First Class) degree in Economics from the University of Colombo and a MBA

from London Business School, UK. He is also a FCMA (UK) and a CGMA.

He also served as a Consultant to the Ministry of Public Enterprise Development. Prior to 2015, he
served as the Managing Director of HNB Assurance PLC for 9 years and as its CEO for 2 more years. He
has also served as General Manager, Eagle NDB Fund Management Company Ltd (currently NDB Wealth
Management) General Manager — Corporate Lines and Human Resources, Eagle Insurance Co. Ltd
(currently AIA Insurance) and Director General, Public Enterprises Reform Commission (PERC). He also
served as the Chairman of CIMA (Chartered Institute of Management Accountants) Sri Lanka Board in

2016 and subsequently served on its Regional Board for MESANA Region.

Mr. Rohana de Silva (Board Member)

Mr. Rohana de Silva was appointed as a board member in 05.05.2016 and has been attending Board
meetings since May 2016. During the year he was serving as Senior Assistant Secretary of Ministry of

Health and Indigenous Medicines
Mr. Asendra Siriwardena (Board Member)

Mr. Asendra Siriwardena was appointed as a board member on 02.04.2015. He is functioning as a

practicing Lawyer in 2018.
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Mr. Chandana Kumarasinghe (Board Member)

Mr. Chandana Kumarasinghe was appointed as a board member on 14.12.2015. In 2018, he was serving

as a very senior officer of the Ministry of Public Administration and Management.

Mr. Trevine Fernandopulle (Board Member)

Mr. Trevine Fernandopulle was appointed as a board member on 08.04.2015 and has been attending
the Board meetings since 2015. He was the Deputy Chief Executive Officer of HSBC when he retired from
HSBC.

Mr. N.M.D.Nawarathne (Board Member)

Mr. N.M.D.Nawarathne was appointed as a board member in 2017. In 2018 he served as the Chief

Accountant of the Ministry of Finance.

Mr. K. A. Vimalenthirarajah (Board Member)

Mr. K. A. Vimalenthirarajah was appointed as a board member on 29.08.2018. Mr. K. A.
Vimalenthirarajah is an officer of Sri Lanka Administrative Service, counting over 24 years of experience
in the public service. During this period, he worked as the Director General, Department of Fiscal Policy.

He is also an Attorney-at-Law.
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CORPORATE AND SENIOR MANAGEMENT

Mr. Sanath C. De Silva Mr. J.LA.D. Siriwardena Ms. Nimali Pathirana Mr. P R A Lasantha U Kumara
Chief Executive Officer Assistant General Manager — Assistant General Manager — Head of HR and Administration
Finance Insurance Department

Ms. Nimali Perera Ms. Dammika Weerakoon Mr. R.S. Gunasekera Mr. Kavindra Jayasinghe
Head of Branch Supervision Head of Finance Division Head of Research and Analysis Head of IT Department
epartment Depanment

Ms. Upeksha Ekanayake Mr. Anura Samarakoon Ms. Deshani Nanayakkara Ms. Randima D.M.Manage
Head of Motor Underwiting Head of Agrahara Department Head of Reinsurance & SRCC Head of General Claims
Department Depantment Department
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ENTERPRISE RISK MANAGEMENT

Introduction

Enterprise Risk Management (ERM) can be defined as the process effected by an entity’s board of
directors, management and other personnel, applied in strategy setting and across the enterprise,
designed to identify potential events that may affect the entity, and manage risk to be within its risk

appetite, to provide reasonable assurance regarding the achievement of entity objectives.

The key underlying principles of Enterprise Risk Management adopted by National Insurance Trust Fund

include:

e Consideration in the context of business strategy

e It is everyone’s responsibility, with the tone set from the top

» A focused strategy, led by the board

e Active management of risk

e Creation of a risk awareness culture

e A comprehensive and holistic approach to risk management

e Consideration of a broad range of risks (strategic, financial, operational and compliance)

¢ Implementation through a risk management framework or system.

Risk management is a central part of National Insurance Trust Fund’s strategic management. NITF's risk
management process methodically addresses the risks attached to their activities with the goal of
achieving sustained benefit within each activity and across the portfolio of all activities. NITF has
recognized that the focus of good risk management is the identification and mitigation of these risks.

NITF’s objective is to add maximum sustainable value to all the activities of the organization by
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understanding the potential upside and downside of all those factors which can affect the organization.
When adopting Enterprise Risk Management strategies, the following prominent risks have been
identified evaluating the quantum of the impact / consequence and the likelihood / plausibility of

occurrence.

RO1 -STRATEGIC RISK

The strategic risk is the risk of not being able to achieve the National Insurance Trust Fund’s strategic
goals, objectives and business plan as expected due to internal and external environment factors. In
order to ensure the accomplishment of strategic objectives, the management of the National Insurance
Trust Fund has been vigilantly monitoring the political, technological, socio- cultural, economic
developments in the general environment and competitor and customer dynamics in the task
environment of Sri Lanka related to insurance sector which may impact the strategic intent of the

National Insurance Trust Fund.

RO2 -BUSINESS RISK

Business Risk refer to the risk of discontinuing or decreasing of various businesses activities. Business
risk of NITF has been mitigated through diversifying into many strategic business units such as
Reinsurance, Crop insurance, General insurance, Strike, Riot, Civil Commotion and Terrorism insurance,

Motor insurance, Agrahara insurance, etc.

RO3 -LIQUIDITY RISK

Liquidity Risk or the inability to meet the contractual obligations such claims payments, reinsurance
payments and fund transfers to the Treasury when requested from Ministry of Finance. This risk has
been mitigated through diversification of investments with different maturities such as Repos, Treasury

Bills of different maturities, Treasury Bonds of different maturities and debentures.

RO4 -OPERATIONAL RISK

Operational Risk is mitigated by the computerization of operations and internal audit. Internal Audit

function of Strike, Riot, Civil Commotion and Terrorism Fund and other departments of NITF has being
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carried out by the Internal Audit Department in order to minimize the errors and discrepancies of
premium collection and claims payments. Furthermore, the office operations have been computerized

in order to minimize errors and discrepancies.

RO5 -INTERNATIONAL RISK

International political and socio-economic dynamics have been monitored by the National Insurance
Trust Fund which has direct impact on the business of the National Insurance Trust Fund. This risk has

been managed by specifically monitoring international business trends related to reinsurance of NITF.

RO6 -NATURAL RISK

This refers to the risk arising due to natural calamities such as rain, floods, cyclones as well as pest
attacks and insects’ attacks which affects crop insurance, general insurance and motor insurance. This
risk is mitigated by vigilantly monitoring weather forecasts and controlling the premium accordingly.

This affects insurance schemes of NITF such as NNDIS, Crop Insurance.

RO7 -CONCENTRATION RISK

Concentration risk is the overall spread of an institution’s outstanding financial reserves over the
number or variety of debtors or financiers to whom the institution has lent money or invested.
Concentration risk is mitigated by investing primarily in risk-free government securities and by dealing

only in government securities through several state banks.

R09 —REPUTATIONAL RISK

NITF recognizes the need to manage the market reputation surrounding its name for which it considers
and takes seriously customer, stakeholder, and public opinion. With strong control and compliance
mechanisms in place to ensure that policies and procedures are duly followed, all efforts are directed

towards creating and reinforcing a positive work culture with sound corporate values.
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R10 - FRAUD RISK

NITF has established an effective internal control system and accounting system. NITF has an effective
internal audit function in place which continuously reviews all of the internal controls within the
organization to ensure that the risk of fraudulent activity is prevented. Well-structured operational
processes and procedure, together with clear communication channels ensure that early warning signals

are clearly expressed.

R11 -FOREIGN EXCHANGE RISK

In order to eliminate the Foreign Exchange Transaction Risk, the Reinsurance Agreements have been

contracted in the home currency values for the payment of the reinsurance premium.

R12-REINSURANCE RISK

In 2018, NITF obtained reinsurance covers at a reasonable cost to cover its reinsurance portfolio with
reinsurers who have excellent financial ratings and high global ranking. In 2018, Reinsurance covers
were obtained for Strike, Riot, Civil Commotion and Terrorism Fund, Retrocession Program, National

Agriculture Insurance Scheme and National Natural Disaster Insurance Scheme.
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SUSTAINABILITY REPORTING

Sustainability reporting is the practice of measuring, disclosing, and being accountable to internal and
external stakeholders for organizational performance towards the goal of sustainable development.
Sustainability reporting aims at providing information to an entity on social, environmental, cultural and
economic performance, and its impact, as well as the initiatives taken to improve its performance of a
reporting organization. Sustainability increasingly preoccupies governments as a result of their greater

awareness of threats to their national sustainability. In part due to the resultant governmental regulatory
ambitions and also due to threats to their own sustainability and opportunities for innovation and cost

reduction, companies are increasingly adopting the rhetoric of concern with sustainability.

Corporate Sustainability of businesses is becoming a major concern as insurance industry moved into
2018. Accordingly, NITF strives to enhance its business performance through achieving the new
performance dimensions of triple bottom line which is economic prosperity, environmental and

social quality and strives to be a “Well Responsible Corporate Citizen”.
NITF has substantially by way of a levy increased its contribution to the consolidated fund of the

Government by contributing Rs. 2,750 million to the consolidated fund in 2018, thereby with continuing

the past tradition as shown in the table below.

Table: Contribution to Consolidated Fund

Year Amount (LKR)
2018 2,750,000,000
2017 1,500,000,000
2016 3,200,000,000
2015 3,000,000,000
2014 4,000,000,000
2013 3,200,000,000
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During the year under review, NITF signed many memorandums of understanding with well renowned
hospitals to enhance the quality of health care service to all Government sector employees under

Agrahara health insurance scheme.

In order to serve the customers better by minimizing insolvency and credit risk and enhancing of NITF

brand image, NITF has being continuously updated its Fitch rating of AA-.
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REPORT OF THE DIRECTORS

The NITF is managed by a Board consisting of the following seven members appointed by the Minister in

charge of the subject of Finance.

(a) An officer of the Ministry of the Minister to whom the subject of Finance is assigned:

(b) The Chief Accountant of the Ministry of the Minister to whom the subject of Finance is assigned:
(c) An officer of the Ministry of the Minister to whom the subject of Health is assigned:
(d) An officer from the Ministry of the Minister to whom the subject of Public Administration is
assigned: and
(e) Three persons to be nominated by the Minister from among persons possessing qualifications or
expertise in the fields of finance banking, insurance management or law.
The Minister is empowered to appoint one person of the Board as Chairman. In terms of the Act, all
members of the Board shall hold office for a period of five years from the date of appointment. During
the year 2018, 9 Board Meetings have been held and Members of the Board have maintained excellent

records of attendance at the meetings. The attendance of the members of the Board at the Board

Meetings is detailed as follows;

2018 Board Member's Attendance Details
Appointment | Date of
Members of the Board L
Date As Resignation
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
Mr. Manjula De Silva 4 4 4 4 4 4 4 4 4 06/04/2015
Mr.Trevine Fernandopulle 4 4 4 v 4 v 4 4 4 08/04/2015
Mr.Asendra Siriwardena Ab 4 4 4 4 4 Ab 4 4 02/04/2015
Mr.H.A.C.Kumarasinghe 4 4 4 4 4 4 4 4 4 14/12/2015
Mr.P.P.S.Rohana De Silva v v v v Ab v v v v 05/05/2016
Mr.N.M.D.Nawarathne 4 4 4 4 4 4 4 4 4 31/07/2017
Mr.AK Senevirathne Ab Ab 22/02/2018 | 05/2018
Mr.K.A.Vimalenthirarajah v Ab Ab 29/08/2018
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The Board is accountable to the stakeholders of the institution to ensure that the business is conducted
in an appropriate manner based on approved business plan and financial and physical targets of the

institution.

Principal Activities and Business Reviews

Principal activities of NITF in 2018 were the implementation of Medical Insurance Scheme for Public
Officers (Agrahara), Compulsory Reinsurance Scheme, Parliamentary Members Insurance scheme,
Motor Vehicle Insurance Scheme, General Insurance Schemes, National Natural Disaster Insurance
Scheme, Agricultural Loan Protection Insurance Scheme and Management of Strike, Riot, Civil

Commotion & Terrorism Fund (SRCC&TF).

Financial Results

In 2018, NITF recorded a Gross Written Premium of LKR 9,684 Million. The GWP registered a marginal
increase relative to 2017 GWP of LKR 9,071 Million mainly due to increase in premium received from
reinsurance and Strike, Riot, Civil Commotion and Terrorism Fund in 2018. During 2018, NITF earned a

Profit after Tax of LKR 3,183 Million.
Employees

The staff strength of NITF as at 31.12.2018 was 238.

Auditors
The financial statement for 2018 of the NITF was audited by the Auditor General in terms of Financial

Act No. 38 of 1971.

Audit Committee

During 2018, the Audit committee (AC) comprised of three Non — Executive Directors; namely, Mr. K. A.

Vimalenthirarajah (Chairman) — (Director General — Department of Fiscal Policy -2018), Mr. T. R.

Fernandopulle and Mr. Asendra Siriwardena.
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The Audit Superintendent appointed for NITF from Auditor General's Department too attended
meetings as an observer on the invitation of the committee. The proceedings of the committee

meetings are recorded with adequate details and are reported regularly to the Board of Directors.

The internal audit plan was presented and approved by the Audit Committee. During the year 2018, the
internal audit of all departments and audit of the Strike, Riot, Civil Commotion and Terrorism Fund were

carried out by the Internal Audit Department.

Corporate Governance

Corporate Governance practices have been carried out giving due consideration to the relevant areas of
the Corporate Governance Code of Best Practices issued by Institute of Chartered Accountants of Sri

Lanka and the Public Enterprises Guidelines for Good Governance and Corporate Governance practices.

Mawahib Mowjood

Chairman

Gayathri Soysa

Secretary (Acting) to the Board

03" October 2021

Colombo
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FINANCIAL REPORTS
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AUDITOR GENERAL’S REPORT

Report of the Auditor General on the affairs of the National Insurance Trust Fund including the Financial

Statements for the year ended 31 December 2018 in terms of Article 154(6) of the Constitution of the

Demaoacratic Socialist Republic of Sri Lanka

1.1 Qualified Opinion

The audit of the financlal statements of the of National Insurance Trust Fund for the vear ended 31
December 2018 comprising the statement of financial position as at 31 December 2018 and the statement
of financial performance , statement of changes in equity and cash flow starement forr the vear then ended,
and notes to the financial statements, including a summary of significant accounting policies, was carried
out under my direction in pursuance of provizions in Article 154 (1) of the Constitution of the Democratic
Socialist Republic of 5ri Lanka read in conjunction with provisions of the National Audit Act No. 19 of 2018
and Finance Act, No.38 of 1971, My commments and observations which I consider should be tabled in

Farliament appear in this report.

In my opinion, except for the effects of the martters described in Paragraph 1.5 of this report. the financial
statements give a tue and falr view of the financial position of the Fund as at 31 December 2018, and of
its financial performance and its cash flows for the year then ended in accordance with Sri Lanka

Accounting Standards.
1.2 Basis for Qualified Opinion
My opinion is qualified based on the matters described in paragraph 1.5 of this report.

I conducted my audit in accordance with Sri Lanka Auditing Standards (SLAS). My responsibilities,
under those standards are further described in the Auditor’s Responsibilities for the Andir of the
Financial Statements section of my report. [ believe that the andit evidence 1 have obtained is

sufficient and appropriate to provide a basis for my qualified opinion.

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

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

in accordance with Sri Lanka Accounting Standards and for such internal control as management
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AUDITOR GENERAL’S REPORT

determine is necessary to enable the preparation of financial statements that are free from material

misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Fund's ability
to continue as a going concern, disclosing, as applicable, matters related to going concern and using
the going concern basis of accounting unless management either intends to liquidate the Fund or

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

Those charged with governance are responsible for overseeing the Fund's financial reporting

process.

As per Sub-section 16 (1) ofthe National Audit Act No. 19 of 2018, the Fund 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 Fund.

1.4 Scope of Audit

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, I exercise professional

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

¢ Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for my opinion.
The risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,

misrepresentations, or the override of internal control.

¢ Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing

an opinion on the effectiveness of the Fund’s internal control.
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AUDITOR GENERAL’S REPORT

1.5

1.5.1

Evaluate the appropriateness of accounting policies used and the reasonableness of

accounting estimates and related disclosures made by the management.

Conclude on the appropriateness of the management’s use of the going concern basis of
accounting and based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Fund's ability to
continue as a going concern. If I 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 Fund 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.

The scope of the audit also extended to examine as far as possible, and as far as necessary the

following;

Whether the organization, systems, procedures, books, records and other documents have
been properly and adequately designed from the point of view of the presentation of
information to enable a continuous evaluation of the activities of the Fund, and whether such

systems, procedures, books, records and other documents are in effective operation;

Whether the Fund has complied with applicable written law, or other general or special

directions issued by the governing body of the Fund;
Whether the Fund has performed according to its powers, functions and duties; and

Whether the resources of the Fund had been procured and utilized economically, efficiently

and effectively within the time frames and in compliance with the applicable laws.

Financial Statements

Non-compliance with Sri Lanka Accounting Standards
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(i)

(ii)

Non-compliance with Reference to the
Relevant Standard

In terms of Section 20 of Sri Lanka
Accounting Standard 07, the net cash
flow generated through the operating
activities should be shown by indicating
the changes of the period relating to the
items of income, and expense, and the
receivable and payable values of stocks
and operating activities, disclosed in the
statement of comprehensive income.
the cash flow

Nevertheless, net

generated through the operating
activities had been shown in the cash
flow statement of the Fund by making
adjustments for 02 items worth Rs.
627,653,598 which had not been
adjusted for the pre -tax prefit through

the statement of comprehensive income

According to Section 16 of the Sri Lanka
Accounting Standard 16 relating to
Property, Plant and Equipment, if an
asset's carrying amount is decreased as
a result of a revaluation, the decrease
shall be recognized in profit or loss.
However, the decrease of Rs. 2,102,126

in the carrying amount of the assets

Comment of the Management

This is an error occurred during the
presentation of financial statements.
This issue does not cause any effect
whatsoever either on the financial
result or financial position. Details are

as follows.

Net Fair
399,633,151

Value Changes - Rs.

Action will be taken in due course to
adjust this item to the net cash flow
generated through the investment
activities instead of being adjusted to
the net cash flow generated through

the operating activities.

Prior Year Adjustment - Rs.

228,020,447

Action will be taken in due course to
make adjustments for this item as
changes in the operating assets or
operating liabilities instead of being
adjusted to the pre-tax profit in the net
cash flow generated through the

operating activities.

A profit had resulted in the revaluation
process carried out in the year 2018.
The net wvalues, arisen out of the
revaluation profit being brought to
accounts in the wake of selling the
vehicle on 2018/08/06 and the loss

incurred when revaluing the other
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with respect to the revaluation carried
out by the Fund for the year 2018, had
not been recognized as an expense
when computing the profit of the Fund
without a revaluation excess relating to
the preceding years; instead, the said
decrease had been shown after being
deducted other

from the

comprehensive income.

(iii.) In terms of Section 114 (c) Of the LKAS
01 relating to the presentation of
financial statements, supporting
information for items presented in the
statements of financial position, the
statement of comprehensive income,
statement of changes in equity, and cash
flow statement in the order in which
each statement and each line item is
presented, should be provided in notes
to assist users to understand the
financial statements and to compare

them with financial statements of other

entities.  Furthermore, disclosures
should further be made on the
computation of income tax in

accordance with LKAS 12, However, due
to failure of the Fund in disclosing
income tax liability through a note in the
financial statements, it was not verified
that such requirements had been

complied with.

assets, had been adjusted in the

comprehensive income.

Action will be taken in due course to The Standard should be

make disclosures in terms of LKAS 12 adhered to.

relating to income tax.
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1.5.2

0

(ii)

Accounting Deficiencies

Audit Observation

A sum of Rs. 1,813,322,777 had been
granted in the year 2018 for paying
compensation to the Agricultural and
Agrarian Insurance Board. The Fund
maintains an account with allocations
for paying compensation whilst an
account for changes in liabilities are
also maintained for compensation on
the insurance of crops. Only the
transactions performed in the month of
November had been shown in both of
the accounts whereas allocations for
December had not been included. As
such, the allocations totaling Rs.
62,761,857 made on the compensation
for insurance on cultivations relating to
November that had been paid to the
Board on 14 and 26 December, were
shown as the closing balance of the

account.

A credit balance of Rs. 20,444,071
relating to 03 Institutions had existed in
the installment income receivable to the
Reinsurance Division as at 31 December
2018, but no further action had been

taken in that connection.

Comment of the Management

The AAIB had not informed on the
necessity of paying additional
compensations in December 2018.
Hence, action had been taken to
maintain the allocations made in

November unchanged.

Such a credit balance could resultin

due to indemnity payments
recoverable to them is higher than
the receivable installment income.
Action had been taken since 3™
quarter of the wyear 20019 to
compare the balances and take

action accordingly.
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(i)

(iv)

As for the recovery of premiums from
the insurance companies in regard to
the Strike, Riot, Civil commotion, and
Terrorist Activities (SRCC & TR) Fund
(as pointed out by internal audit
reports of the Fund), a difference of Rs.
8,490,385 was observed during the
audit conducted on the premiums of a
certain company between the
premiums paid to the Fund and the

actual amount payable .

A difference of Rs. 9,072,974 was
observed between the age analysis of
debtors and the balance of the ledger
account of the Reinsurance Division
relating to the receivable premium

income

A systematic methodology exists
for the recovery of SRCC & TR
premiums. Methods for paying
premiums are clearly stated in the
register named " Limits & Rates for
SRCC & TR" issued annually. The
internal audit also observes the
necessity for the methodologies to
be even accurate and efficient, and
those observations are another
methodology being used in the
collection of premiums.

The reasons

following were

attributable to the difference
between the age analysis and the
ledger balance of the reinsurance

premium receivable.

(a) This AAI balance continued to
exist from the year 2012.
Often, the requests for

compensation and receipts of

are

premiums settled by

setting off the receivable
balances and payable balance.
Action has been taken to
obtain approval of the Board
of Directors in order to write

of the said balance.

(b} The sum of Rs. 2,101,338.06
repayable to the companies,
AAl and MBSL, had been
corrected in February 2019.

(c) Theunidentified balance of Rs.

19,610.19 had also continued

to exist over an extensive
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Premiums should be
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W)

(vi)

(vii)

Due to the considerable differences
between the dates of receipts of daily
cash deposits at the District Secretariats
and the dates on the receipts issued by
the system, a value of Rs. 2,502,32
shown in the financial statements that
should hawve been credited to the
income of the year 2018, had been
recognized as an income of the year

20169.

According to the agreement entered

into between the Fund and the
reinsurance company with respect to
the period from 2018.03.31 to
2019.03.31, annual premiums totaling
Rs. 98,670,792 had been paid. Of that,
the walue of a premium per quarter
amounted to Rs. 24,667,698, but a sum
of Rs. 24,329,784 had been allocated as
as such, the

had

premiums not earned;

unearned premiums been

understated by Rs. 337,914 in the
cultivation reinsurance account and

unearned premium reserve account.

According to the confirmation of

balances presented to the Audit by a
certain reinsurance company, the
amount payable to the Fund as at 31
December 2018 had been stated as nil.
Nevertheless, a sum of Rs. 147,376,867
had been

shown in the financial

statements of the Fund as being

receivable from that institution. Thus, a

period. Approval of the Board
of Directors had been sought

to write off.

Action has already been taken to
minimize such inefficiencies. The
said weaknesses will be avoided in

due course.

This is an error in the basis of
computation. The 365 day basis had
been followed in accounting the
unearned premium income. It is
noted to take measures to minimize

such errors in due course.

In the backdrop of floods occurred
in the year 2016, the reinsurance
compensation receivable from SIB
amounted to Rs. 1,147,376,867. It
was certified by the foreign
reinsurance broker that the said
amount had been remitted to the
SIB by the relevant reinsurance

companies. It is hence verified that
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(viif)

(ix)

x)

(xi)

difference of Rs. 147,376,867 had been
observed between the confirmation of

balances and the financial statements.

According to those confirmation of

balances, the balance receivable

from the Fund amounted to Rs.
309,562,947 as at 31 December
2018. Nevertheless, such an amount
had not been shown as being
payable in the financial statements
of the Fund. As such, there existed a

difference of Rs. 309,562,948

between the financial statements

and the confirmation of balances.

The gross income should be shown in

the financial statements as the
investment income of the Fund ,but the
net income had been shown in the
accounts. Due to failure in making
adjustments at the end of the year in
regard thereto, the investment income
had been understated by a sum of Rs.
128,781,294 in the financial statements.
The distress loan  balance of Rs.
33,593,020 shown in the financial
statements had been shown as Rs.

34,364,395 as per the schedules
presented to the Audit. As such, a

difference of Rs. 771,375 was observed.
The festival advance balance of Rs.
773,506 shown in the other non-

financial assets had been shown as Rs.

616,702 as perthe schedules presented

the said balance was correct. It is
informed that a sum of Rs
19,993,473 still remains payable to

us by the SIB.

Itis informed that, as at 2018.12.31,
a sum of Rs. 309,562,948 had not
remained payable as per our books

of account.

Not replied.

The difference between the
balances of financial statements and
the registers continued to exist
from the preceding year. Remedial

action will be taken in due course.

The difference between the
balances of financial statements and

the registers continued to exist over
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resolved by  making

adjustments correctly.

Accounts should be

prepared based on

accurate information.

The issue should be
resolved by  making
adjustments correctly.
The issue should be
resolved by making
adjustments correctly.
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1.5.3

@

(ii)

(iii)

to the Audit. Thus, a difference of Rs.
156,804 had existed between the

financial statements and the schedules.

Lack of Documentary Evidence for Audit
Item Amount Audit Evidence not
Made Available
Rs.

Sum 1,321,391,889 Letters of confirmation
receivable to of balances.
the
reinsurance
companies.
Sums 9,053,364 Detailed schedules.
receivable -
reinsurance.
Inter- 3,462,112 Evidence for the
department settlement.
transactions

- distress

loan balance.
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several years. Remedial action will

be taken in due course.

Comment of the

Management

After being queried by you
in this connection, action
has been taken to obtain
confirmation of balances

from the relevant parties.

Those balances continued to
exist from the year 2012
and the years prior. Due to
of

non-availability any

document or evidence, a
paper was presented to the
Board of Directors in order
to write them off. Action will

be taken accordingly.

Those balances continued to
exist from the year 2012
and the years prior. Due to
non-availability of any
document or evidence, such
balance could not be
presented to the Audit. A
paper was presented to the
Board of Directors in order
to write them off. Action will

be taken accordingly.
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Recommendation

of
of

Letters
confirmation
balances should be

presented.

The issue should be

resolved formally.

The issue should be

resolved formally.
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(iv) Cheque 585,481 Source documents.
return - Car
ACC Motor.

(v) Payable 270,049 Detailed information.

deposits.

Those balances continued to
exist from the year 2012
and the years prior. Due to
non-availability of any
document or evidence, such
balance could not be
presented to the Audit. A
paper was presented to the
Board of Directors in order
to write them off. Action will

be taken accordingly.

Those balances continued to
exist from the year 2012
and the years prior. Due to
non-availability  of any
document or evidence, such
balance could not be
presented to the Audit. A
paper was presented to the
Board of Directors in order
to write them off. Action will

be taken accordingly.

The issue should be

resolved formally.

The issue should be

resolved formally.

1.6

Non-compliances with Laws, Rules, Regulations, and Management Decisions, etc.

Reference to Laws,
Rules, and Regulations,

etc,

(a) Public

Administration

Circular, No.

07/2015

Non-compliance

The maximum amount
that can be granted as
festival advance is Rs.
10,000. Howewver, the
Fund had paid a sum
totaling Rs. 3,229,139

Comment of the Management

The festival advance equivalent
to the monthly basic salary had
been given since the inception
of the Institution. Likewise,
festival advance had also been

given in the year 2018 under
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Recommendation

It is necessary to follow the

instructions of the Circular.
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(b)

(c)

Financial

Regulation 371 of
the Democratic
Socialist Republic

of 5ri Lanka.

Financial

Regulation 396.

as festival advance to
117 employees based

on the basic salary.

The ad hoc Sub-
Imprests obtained
should be settled
immediately after
completion of the
intended purpose.
However, 13 Sub-

Imprests issued in the
year 2018 totaling Rs.
448,000 had been
settled after a period

of 01 - 4 ¥ months.

The wvalue of cheques
that should have been

paid in the year 2008

but mnot presented
amounted to Rs.
60,752,249. That

indicated an increase
by Rs. 53,891,837
equivalent to 786 per
cent as compared fto
the year 2017. That
amount included Rs.
57,436,510 being the
value of cheques not
presented despite

being issued in the
yvear 2017 with respect
to the National
Natural Disaster
Insurance Scheme. A
period of one year

elapsed since the date

the approval of the Board of

Directors.

Even though the ad hoc Sub-
Imprests obtained should be
settled

immediately  after

completion of the intended
purpose, the settlement of 13
Sub-Imprests obtained had
been delayed. Action will be
course to

taken in due

minimize delays.

In order to revalidate the non-
presented and expired cheques
issued to NNDIS, the Divisional
Secretariats were informed
that those chques be sent to us
promptly. Accordingly, they are
already taking measured in

that connection. Furthermore,

the cheques sent to the
Institute for extending the
period were promptly

dispatched to the Divisional

Secretariats after being
extended. However, as those
cheaques were not received by
the insurees., the balance of

this account increased.
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accordance with the Financial

Regulations.
The Financial Regulations
should be followed.
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(d)

(e

Financial
Regulation 139

and 187.

Paragraph 04 of
the Gazette
Extraordinary, No.
1542 /11 of the
Democratic
Socialist Republic
of Sri Lanka, dated
25 March 2008.

of issuing those

cheques.

When payments are
made for the vouchers
through cheques, the
paying officer should
ensure that the bank
balance is sufficient for
all the payments.
However, as cheques
had

been issued

without considering
the bank balance in
that manner, the value
of cheques not
presented despite

being issued as at 31

December 2018,
totaled Rs. 9,837,431
whereas the bank

balance amounted to
Rs. 6,224,696 as atthat
date. Had the chques
been cleared as at that
date, it was observed
that an

overdraft

would have been

resulted in .

The funds in the
special account
maintained on the
Strike, Riot, Ciwil
commotion, and
Terrorist Activities

(SRCC) Fund could be
utilized only for the

expenses mentioned in

As for the Current Account, No.
82727165 being maintained at
the Bank of Ceylon, a difference
in the balance existed between
the cash book and the bank
account as at 31 December
2018. Although this balance
was unfavorable in accordance
with the cash book, the actual
bank balance was a favorable
one. This is only a nominal bank

overdraft.

It is pointed out that the funds
of SRCC had been used on :
payment of compensation,
payment of reinsurance
premiums, salaries and wages
of employees, administrative
expenses, maintenance, other

expenses, and building rents.
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Risk should be mitigated in
accordance with the Financial

Regulations.

Action should be taken in
accordance with instructions

of the Gazette Extraordinary.
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&)

Guidelines for
presenting

applications to
claim rights of

NNDIS.

the Paragraph.
However, without
doing so, it was
observed that a sum
totaling Rs.
69,708,220 had been
utilized in the wyears
2018 and 2019 on the

expenses not relevant

thereto.
The following
instances were

observed in which the

Guidelines on the

National Natural
Disaster Insurance
Scheme implemented

by the Fund to provide
protection against
natural disasters, had

not been followed.

(i) The applications
to claim rights
had been

presented sans

the signature and
rubber stamp of
the Divisional

Secretariat.

(ii) As for the
applications to
claim rights in

excess of Rs.

500,000, the

risks should be

assessed by an

Signature or the rubber stamp
had not been placed on a very
few number of applications.
Howewver, those applications
were similar to the ones with
signature and the rubber
stamp, and it was necessary to
efficiently make payments with
respect to a large number of
applications during that period.
As such, only the signature and
the rubber

stamp  were

examined comparatively

before making payments.

Assessments had been made by
the relevant housing
committee with respect to
applications claiming rights in
excess of Rs. 500,000. 00. So
far, before making payments

for the applications with higher
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(iii)

(iv)

engineer.
However, the
Fund had not
done so.

The dully filled
applications had
been presented
without
providing
sufficient

documents.

No compensation
had been paid
under the
National Natural
Disaster
Insurance
Scheme for the
temporary
shelters,
cottages, or other
non-permanent
constructions.

However, the

values, arisk engineer has been

referred.

When the ownership was
ascertained in regard to the
properties affected, it was not
restricted only to the deeds.
Instead, the documents
approved by the officers of the
housing committee and the

Divisional Secretariat were
taken into consideration, and
the made.

payments were

Payments were also made for
some of the applications of
which photographs could not
be obtained, with knowledge of
the officers

relevant on

humanitarian grounds.

Howewver, as of now, all the

documents are properly
examined before making
payments.

Those payments had been

made only for the residences

with Assessment Numbers
under the Assessment
divisions. It is the main
objective of this insurance

scheme to protect the civilians
living in areas with economical

risks.
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2.1

(ii)

Fund had not
paid in that
Mmanmner.

Operating Review

Uneconomic Transactions

Audit Observation

A sum of Rs. 290,000,000 had been
requested by the Agricultural and
Agrarian Insurance Board on 02
February 2018. A fixed deposit in which
a sum of Rs. 780,000,000 had been
invested at the interest rate of 7.15 per
cent was credited to the Crop Levy
Current Account by the Fund before
reaching maturity. Of that a sum of Rs.
149,134,697 was withheld and only Rs.
140,865,303 was released.

Furthermore, the Agricultural and
Agrarian Insurance Board had again
requested a sum of Rs. 250,380,277 . A
fixed deposit in which a sum of Rs.
97,000,000 had been invested at the
interest rate of B8.55 per cent was
credited to the Crop Levy Current
Account by the Fu on 01 November
2018 by the Fund before reaching
maturity. Of that a sum of Rs.
21,675,815 was withheld and only a
sum of Rs. 75,324,185 was released to

Comment of the Management

As there were no short-term
deposits, the said deposit was
transferred before reaching
maturity to the account, thus
taking action to pay

compensation promptly.
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A formal methodology
should be followed.

A formal methodology
should be followed.
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(iif)

2.2

(i

(if)

the Agricultural and Agrarian Insurance

Board.

According to the Agreement entered
into between the Union of Post and

Telecommunication Officers and the

National Insurance Trust

Fund retains a deposit valued at Rs.

39,600,000 for the Union. Thus, the

Fund, the

Telecommunication

under the approval of Cabinet.

Fund lost the opportunity to earn

benefits by investing those monies.

Management Inefficiencies

Audit Observation
The sum of Rs. 42,434,299 being
the commission payable on the
sales invoices of the Reinsurance
Division of the Fund for the year
2015, had not been settled even by
06 May 2016.

As revealed in the examination
conducted on the receipts after the
date of balance sheet relating to
premium income receivable to the
General Insurance - Non-motor
Division as at 31 December 2018,
outstanding balances totaling Rs.
5,730,959 existed even by March

2019.

Comment of the Management

As a building can not be retained

without an initial deposit as per

The funds should be utilized
optimally.

the Agreement, the deposit was
released to the Union of Post and

Officers

Recommendation

As the premiums receivable for the

invoices of the Reinsurance

Division had not been received
from the relevant institutions, the
said commissions payable could
not be settled. This has been

forwarded to the Board of

Directors in order to be written off.

A sum of Rs. 31,474,963.35 had
been recovered by 2019.03.31.
The insurees

the

relevant are

informed on receivable
balances with respect to the rest of
the receivable income. Action will
be taken further in due course to

recover those balances.
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Action should be taken

to settle the balances.

Action should be taken
to settle the balances.
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i)

v

o)

i)

vii)

It was observed that the payment
of unsettled claims (non motor)
totaling Rs. 18,509,275 relating to
the Strike, Riot, Civil commotion,
and Terrorist Activities (SRCC)
Fund during the period 2007 -
2015, had remained without being
settled even by 31 July 2019.

Due to reasons such as, failure of

the Fund in maintaining a
database containing information
of the members of the Agrahara
insurance, and deficiencies in the
methodology used to settle the
claims to the relevant applicants,
balances totaling Rs. 8,319,124
existed without being settled even

by May 2019.

The repayable premium balance of
Rs. 3,843,488 continued to exist
from the year 2007 with respectto
the SRCC Division of the Fund, had
not been settled even by 31 May
2019.

As the cheques issued on the
payvment of compensation for
Agrahara had been cancelled, the
sum of Rs. 2,632,770 recognized as
a balance receivable as at 31
December 2018, had remained
unsettled even as at the date of
audit on 08 May 2019.
The balance of Rs. 1,073,351

pavable by the Fund to the

insurees as at the end of the year

A paper has been presented before
the meeting of the Beard of
Directors in order to write off
from books the payment of claims
not settled so far. Action will be

taken in due course accordingly.

A sum of about Rs. 5,500 million
per yvear is directly credited to the
accounts through inter-bank
payments (SLIPS). Of that, 0.1 per
cent is returned without being
credited. Action will be taken in
that

connection following the

approval of the Board of Directors.

A paper has been presented to the
Board of Directors for writing off
this balance continuing over
several years. Action will be taken

in the future accordingly.

It is informed that measures have
been taken to recover the balances
efficiently, and the state
institutions have been apprised

for the ensuing year.

A  paper has already been

presented to the Board of

Directors in regard of the future
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balances.
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a proper methodology
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viii)

lx)

2015, had remained unchanged
reaching Rs. 1,513,897 by the end
of the years 2016, 2017, and 2018.
As such, the Fund had not taken
settle

action to that balance

continued to exist over 04 years.

A balance of Rs. 1,640,828,796
should have existed in the crop
insurance account of the Fund as
at 31 December 2018. However,
according to the report furnished
to the Audit by the financial

manager of the Fund, the
remaining balance of the Fund
amounted to Rs. 1,641,687,854 as
at 31 December 2018. The Audit
queried as to the assets on which
those funds were utilized, and as
per the information made
available in that connection, it was
observed that a net value of Rs.
1,462,969,344 therefrom were the
monies issued to other insurance
divisions. Newvertheless,

instructions had been given in the

Instructions, No.
IBSL/DG/SUP/17/06/233 issued
by the Insurance Regulatory

Commission of Sri Lanka on 28
June 2017 that the funds of each
division should be utilized on the
objectives of their establishment.

The Fund gives a Format on
quarter an annual basis to the
institutions liable to pay tax on
crops whilst reminders are also

sent informing on the penalties to

action to be taken on the balance

of Slip Return Control Crop
Insurance account. Action will be
taken based on the decision of the

Board of Directors.

The said value was included in the
funds released to other insurance
divisions. It is the generally
accepted methodology for all the
institutions to exchange funds

between divisions in regard to
temporary requirements of funds.
Our institution too has granted
funds to other divisions for the
payment of indemnities from the

Crop Levy Fund.

Although a separate account had

not been maintained for the
penalties recovered, the penalties
received had been brought to

accounts. Nevertheless, a separate
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Payments should be
made in accordance

with Laws, and Rules.

A proper methodology
should be followed.
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=)

xi)

i)

those delaying payments.
However, apart from the penalties
recovered being shown in the crop
insurance-tax income account, no
action had been taken with respect
to account the recovered penalties
in a separate account, compute
account the

and penalties

receivable, and formulate a
methodology as to the action to be
taken on the institutions delaying

J defaulting on the payment of tax.

The facts that 06 institutions had
not recovered the crop insurance
tax amounting to Rs. 2,386,165 for
the year 2017/18 along with the
penalties thereon amounting to
Rs. 270,313 even by the date of
audit on 30 August 2019, and no
further action had been taken by
the Fund for the recovery of those
penalties, were observed in the

audit test check.

As at 31 December 2018, there

existed 189 unresolved cases
relating to the Fund. The total
value of consideration requested
therefor amounted to Rs.
773,579,952, It was observed that
certain cases were continuing over

many years.

Performance as per the Action
Plan.

The performance of each division
in accordance with the Action

Plan, is as follows.

ledger account has been opened
since the year 2019 in order to
account the penalties. Action will
be taken in due course to properly

account the penalties receivable.

The institutions mentioned in the
query had not recovered the crop
insurance tax for the

2017/2018

year
and the penalties
thereon even by the date of audit
on 30 August 2019. The Board had
taken measures to send reminders

to those institutions.

There are many steps to be
followed from the date of filing a
case until the verdict is returned
by the court. Our Legal Division is
not capable of concluding the

cases by neglecting those steps.
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L Reinsurance Division

M

(ii)

(iii)

It was planned in the
Action Plan to obtain
reinsurance coverage for
the and

motor nomn-

motor general
insurances in the year
2018. However, the Fund
had failed to conclude
that task even by the

date of audit.

It had been planned to
automate the process of
reinsurance and
payment of indemnities
including the generation
of system report.
Howewver, that task had
not been commenced

even by the date of audit.

It had been planned to
conduct one awareness
programme on
reinsurance coverage at
international lewvel and
04 awareness programs
(one for each quarter)
locally for the year 2018.
MNevertheless, it was
observed that at least
one such programme
had not been conducted
even up to the date of

audit on 14 May 2019.

Procurement activities are taking

place in order to  obtain
reinsurance coverage for the
motor and non-motor general
insurances for the year
2019/2020.

The process of reinsurance and
payment of indemnities has been
automated up to 75 per cent. Due
to diversity in paying indemnities
and complexity, certain payments
are made manually. [tis confirmed
that following the said manual
system for those payments is easy
and accurate as compared to the

existing system.

Four types of procurements had
been made in the year 2018 with
respect to reinsurance. Maximum
contribution had to be made in
that connection in a broader and
with

practical manner every

possible expertise, and
considering the necessity thereof,
it was not possible to spend much

time on such awareness Prograimms.
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be executed properly.

Tasks mentioned in
the Action Plan should

be executed.

Tasks mentioned in
the Action Plan should

be completed.
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IL.

IIL.

Iv.

General Insurance - Non-
motor
(i) It had been planned to
enhance the existing
insurance policy te a
consolidated foreign
insurance policy within
the year 2017. However,
it had not been
implemented even in the
yvear 2018; instead, the
timeframe had been
extended up teo the year
20109.
(ii) It had been planned to
establish a general
health insurance scheme
for every sector under
the Agrahara insurance,
but it had been
implemented only in the
semi-Government sector
whereas contribution of
the private sector had

not been obtained.

Finance Division

It had been planned in the
yvear 2017 to divide the
Fund as reinsurance and
general insurance.
However, the activities in
that regard had not been
completed even by the year

2019.

Natural Disasters

A reinsurance cover could not be
obtained in the wyear 2017 to
enhance the foreign insurance
policy planned for the year 2017.
Procurement activities are taking

place in that connection.

Priority was given in the year 2018
to provide Agrahara insurance for
the pensioners retired prior to
2016. At present, Cabinet approwval
is sought in that connection. This
will be implemented once the

funds are allocated in the budget.

As the restructuring of public

finance is done with the
cooperation of representatives of
the World Bank, the plans could
not be completed on time as
expected since the plans of the
World Bank representatives had

to be adhered to.
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This division had planned to
establish a disaster pool for
the

insurance industry

thereby expecting to
execute the activities such
as, presenting the Chief
Executive Officer with a
report of information,
apprising the insurance
industry of the benefits
gained through that pool,
preparing ranks,
preparation of a framework
disaster and

for pool,

establishment of a Technical

Evaluation Comumittee.
Mevertheless, no activity
whatsoever had been
carried out in that

connection even up to the
date of audit, 14 May 2019.
Agrarian Insurance and
Micro Insurance.

It had been planned in line
with one of the main
objectives mentioned in the
National

Fund Act, No. 28 of 2006 to

Insurance Trust

introduce insurance policies

through micro insurance
covering migrant workers,
persons employed in
livestock , self-employed

persons, estate workers,
and farmers. Howewver, no
action had been taken in
that connection even up to

the date of audit.

Albeit proposed to maintain an
insurance finance pool relating to
the natural disasters, it could not
be implemented in the wake of
negative response from the
insurance industry. Attempts are

further made in this connection.

As insurance policies are provided
for the migrant works by the Sri
Lanka Bureau of Foreign
Employment, quotations should
be called from that institution.

The insurance policy named “ Govi
Divi Aruna” had been introduced
the and this is

for farmers

implemented by the
Anuradhapura Branch as a pilot
project. Action will be taken in due
course to implement this policy
through the other branches as

well.
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2.3

@)

VI Information Technology
Division.

It had been planned to
establish a new system for
the Information Technology
Division in accordance with
the annual Action Plan. It
was scheduled to conduct a
review , decide on the
inefficiencies, and carry out
an evaluation by using
external resources in that

connection. Howewver, no

further action was taken

thereon.

Management of Procurement

Audit Observation

A reinsurance agreement had
been entered into between the
Fund the

and reinsurance

institution with effect from
2018.03.31

and a sum of Rs. 98,670,792 had

until 2019.03.31

been paid during the wyear.
Nevertheless, procurement
information relating to the
selection of reinsurer and the

said reinsurance agreement,

was not available with the Fund.

By making use of the crop levy,

Provision is granted teo the
Agrarian Insurance Board as well
in order to make payments for the
farmers on the damages to the

crops.

The University of Moratuwa
agreed to present a proposal to us
to provide consultancy services.
Accordingly, the proposals given
by them will be forwarded to the
Board of Directors thereby taking

further action.

Comment of the Management

Having obtained a reinsurance

under the Cabinet Paper, No.
18/0524/728/017/TBR following
the Cabinet Decision, dated 27
March 2018, thirty per cent of the
liability has been transferred to
the National Insurance Trust Fund.
The procurement files relating to
the selection of said reinsurer and
the reinsurance agreement are in
the possession of Agricultural and
Board.

Agrarian Insurance
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(it.)

2.4

(i)

A physical inspection and a
revaluation had been done on
the fixed assets in the year 2018
by incurring a cost of Rs.
1,838,208, but this had not been
mentioned in the Procurement
Plans for the years 2017 and
2018. According to the
information in the bid
document, letters had been sent
to 05 institution -calling for
quotations. However, the basis
for selecting those institutions,
was not certain in audit.

Quotations had been called for
this procurement on 10 July
2017, but it was observed thata
bidder had been selected after

06 months on 23 January 2018.

Human Resource Management

Audit Observation
Five posts in the senior level had
remained wacant as at 31
December 2018, and that
included a post of Assistant
General Manager, 03 posts of
Management Assistant, and a
post of Internal Auditor. It was
pointed out in the audit queries
for the years 2016 and 2017 that

action had not been taken to

Accordingly, such information
could be obtained from that

institution.

It is vital to revalue the assets and
update the Register of Fixed
Assets. As such, this was done
albeit not mentioned in the
Procurement Plan.

Proposals had been called from 05
auditors well-known in Sri Lanka.
Due to bids not received on time,
the period for accepting bids had
to be extended.

It was informed to submit bids
again in regard to preparing a
“Coding System” and a Register of
Fixed Assets that had been
recommended by the Technical
Evaluation Committee. As such,

action was taken accordingly.

Comment of the Management

All of those officers have met the
educational qualifications and
subject experience required for
the managers. They have been
positioned in the post of Acting
Manager solely due to lack of 15
yvear experience mentioned in the
Scheme of Recruitment. Howevwver,
action will be taken to refer to the

Department of Management
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(ii)

(iii)

appoint permanent officers to

the said posts including the
approved post of Internal
Auditor. Howewver, without

doing so, the Fund had taken
action to fill those vacancies on
acting basis from September

2018 up to the present day.

According to Paragraph 13.3 of
Chapter Il of the Establishments
Code, an acting appeointment
should be made as a temporary
until a

measure only and

substantive appointment is
made. If the post continues to
require the services of a full-
time officer, the substantive
appointment should be made
without delay. However, acting
appointments had been made to
04 posts since September 2018
up to the present day thus,
contradicting the requirements
of Establishments Code.

Thirty
secondary and tertiary levels

one posts in  the
remained vacant. Action was not
taken to fill those vacancies even
up to the date of audit on 31 July
2019.

Services, and Salaries and Cadre
Commission in order to revise the
period of service required for the
appointment of a manger in the

insurance sector.

Appointment was made to the post
of Assistant Manager with effect
from 2019.09.02. Interviews have
been held for the post of Risk
Management Engineer.
Newspaper advertisements have
been

published calling

applications for the post of
Actuarial Manager.

Action will be taken to make
appointments to the rest of the
posts with qualified officers based

on the institutional requirements.
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(iv.)

As for the 04 vacant posts in the

tertiary level, the post of
Actuarial Manager, and the post
of Engineer in the Risk Division
that had been approved in the
Scheme of Recruitment in the
year 2017, were essentially
necessary for the functions of
the Fund. The Fund involved in
the insurance sector since the
year 2006, has not taken action

so far to fill those vacancies.

We have published newspaper
advertisements for the post of Risk

Management Engineer, and a

qualified applicant has been
selected.

Furthermore, newspaper
advertisements have been

published calling applications for
the post of Actuarial Manager.
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For the year ended 3 15t December 2018
13 wiT
Notes Rs Bs.
(30055 WIINED premms 1 0683 874,748 9,071,278 467
Contriution Pacefved for Asmhara 1 40074200004 2,726,522 500
Crop Insumnce Levy Collected 1138167676 1,878,360 439
Femsumnes Premioms cedad (2.450,337.6000 (1, 146.833,715%)
Ceded to SECC & Tr Fund 15,430,340 {28.647,172)
Net vritten preminms 13 353 484, 289 11 500,879,629
et change i Fezerve for imeamed premam 200025 178 (EB7.050,65T)
Net earmed preminm 13,653 431 467 11,613,828 082
Eevenne from other operations
Fees and commizsion incoms 1 6,447,415 6,350,874
Invesment & Other Income 3 1,343 300,014 1,043,209 830
Oriher revenne 1340 267 320 1,140 560 305
Gross benefits and claims Inomrsd 4 (19,753,490 280 (11,455,230 704)
Clams ceded to remaumers 4
Gross chanse i contract Eabifitiss 4 1.554,9011.720 2,077,748, 204
Chanee in comfract habdlities cedad to reinsarers 4 (1004, 766.143) (230,579 2040
Gross chanze in [BNE. 4 [465.2984.51T) (283,528 663)
Net benefits and claims {9,690, 648 221) {9,200, 609_348)
Underwriting and  acquisiten cost {(nchding rein 5 (1,608,994 211) (1,420,826 307
Crher opemting and admindsmadve expenses ] [414,216.834) (344,578,208
Total benefits, claims and other expenses (11 714 450 268) (11 884,204 174)
Profit{Loss) before tax 3,158 330 518 1,077,185 612
Income fax expense (105, G00.661) (100951677
Profit{Losz)for the year 3,153 138 866 976,233 035
Other Comprebenzive Income
Met chanee in avadable for sale fnandal assets 131,176,710 08,735,171
Arnl Gam{Loss) on retrement benedit obEstion 2,073,505 (B.599,331)
Fevahaton Defick on Property Plnt & Equipment (2,102,124 -
Other comprehensive income for the vear, net of tax
Total Comprehensive Income 3303 137 045 1 176,289 TT5
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STATEMENT OF FINANCIAL POSITION
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2018 T

Notes Rs, B
Nssees
Intmngible oty 7 2806800 1377.708
Property. phan and copapment X 19562528 39470 985
Fmanosd Assets 9 1L6T4617.497 2iInl 427 ™92
Remsurmeny Reoenabic 1l 1,468 708.750 4 574100921
Premium recehvailes 2 5K 824735 2,109,164 970
Sofl | ouns A 3. 725010 14,069 897
Onher nom Tinancal assets 12 RN o 1,922,337 050
Deferrad Uoosmission 15 H20. 751 ART SITURIOID
Cash at bank and in fand LE) 1,145 855712 1,133 042 497
1 otal sty 15,595,192.59% 18,552 075429
Eganty and Liabilities
Kounnod camngs 7424 644500 T213450,131
Cnber componsnt of oguity {6 A5 T2 166,791 641
Revahstaon Rosove (2002126 -
T otal equiny 6956, 085 047 7,046,358 4%
1 ialilities
Inserance contract Indsbtes 7 7.551, 205,639 B ETORSE T
Retirerment bonefit obbhgatnon 1] 28, 51004 29060304
Other kahilities 15 1LUTS, 7700154 2,496,700 838
Bank crerdraft 1 Inl2I54 -
Total lBsbilickes 8,639, 104548 114063 16,939
Totul equity and labilities 15,595,192 59% IS SSINTS 429

| certily thaat the Financial Suement of (he Fued comply with the requramonts of the Sri Lanka Accountang

Standxds

Sinwrdense
Cheof Financiad Officer
Ascastut General Manager - Fmasnce

/M wocutive OxfTicer

¢ Silva

Ihe Accommtmy polices and Notes on pages S o 42 form s imegrnl pants of these Financad Statanants The Hoard ot
Dhrecunns are responsiblke for the Preperation and Prosentzeinon of Finmncal Statements. These Fnarcial Statcrnts

ware approved by the Board of Direckers and ssgned on their beball

245h-19
L oloembo
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"As At 31st December 2018
Available-
for-sale Non-
Retained financial controlling Total
earnings assets interests equity
Rs. Rs. Rs. Rs.

Balance as at 31 December 2015 8,744,382,870 (88,871,109) 8,655,511,761
Profit for the year 2,839,751,855 2,839,751,855
Net change in available for sale financial assets 4 (182,717,265) (182,717.,265)
Acturial gain on gratuity valuation e 4,740,893 4,740,893
Cancellation of invoices reinsurance (34,714,833) (34,714,833)
Cash Transferred to the Consolidated Fund (3,200,000,000) (3,200,000,000)
Income Tax Payable 2012/13 (578,674,926) (578,674,926)
Amortised discounts on Bonds 47,663,316 47,663,316
Depreciation adjustment 2,614,431 2,614,431
Adjustments to Premium Refunds 7,306,615 7,306,615
SLIPS return Non Motor 22,500 22,500
Motor premium (75,000) (75,000)
Deposit paid write off (392,000) (392,000)
Reinsurance Premium Adjustment 3,869,230 3,869,230
Rent expense (48,450) (48,450)
Balance as at 31 December 2016 7,831,705,609 (266,847,481) 7,564,858,128
Profit for the year 976,233,935 976,233,935
Net change in available for sale financial assets 208,755,171 208,755,171
Cash Transferred to the Consolidated Fund (1,500,000,000) (1,500,000,000)
Year End Closing Difference (44,253,311) (44,253,311)
Income Tax Payable 2016/2017 (97,669,225) (97,669,225)
Amortised discounts on Bonds 26,235,147 26,235,147
Refund crop AAIB 42,871,673 42,871,673
Incentive 2016 (3,140,650) (3,140,650)
RI Premium General (2,921,713) (2,921,713)
Operning - AR Control RI (38,856,406) (38,856,406)
Operning - AR Control Non Motor 83,109,718 83,109,718
Cheque Return (324,575) (324,575)
ETF 3% 305,147 305,147
Motor bike Advance & Motor Receivable (57,582,588) (57,582,588)
ESC (2,068,743) (2,068,743)
Other Previous Year Adjustment (493,887) (493,887)
Acturial (gain)/loss on gratuity valuation (8,699,331) (8,699,331)

7,213,150,131 (66,791,641) - 7,146,358,490
Profit for the year 3,183,238,866 3,183,238,866
Net change in available for sale financial assets (390,587,646) (390,587,646)
Cash Transferred to the Consolidated Fund (2,750,000,000) (2,750,000,000)
Revaluation of Assets (2,102,126) (2,102,126)
Revaluation on Diposed Motor Vehicle 6,276,415 6,276,415
Amortised discounts on Bonds 25,070,657 25,070,657
NNDIS Reinstatement & Ajustment Fee (291,472,452) (291,472,452)
RETRO RI Receivable Exchange loss (3,888,779) (3.888,779)
Settle Invoice & CN Cancelation 41,810,528 41,810,528
Missed Invoice in Openning Balance RI 10,980,047 10,980,047
NNDIS Cancel Cheque 12,682,341 12,682,341
Cheque Cancelation 2,080,928 2,080,928
Bond Coupon Interest (8,856,250) (8.,856,250)
Salaries correction (1,037,300) (1,037,300)
Leave Encashment (2,764,983) (2,764,983)
Duplicate CN Cancelation RI (7,458,551) (7,458,551)
Euro USD Exchange Gain Reverse (5,082,679) (5.,082,679)
Other Previous Year Adjustment (83,955) (83,955)
Acturial (gain)/loss on gratuity valuation (9,075,505) (9,075,505)
Balance as at 31 st December 2018 7,424,644,965 (466,454,792) (2,102,126) 6,956,088,048

Accounting policies and notes on pages 5 through 33 form an integral part of the Financial Statements.

Figures in bracket indicate deductions.
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Cash Flows from Operating Activities
Profit Before Tax
Adjustments for :

Interest Income

2018
Rs.

2017
Rs.

3,288,839,528

(1,168,986,729)

1,077,185,612

(1,138,264,819)

Depreciation 12,452,639 7,316,750

Amortisation 273,100

Net Fair Value Changes (399,663,151) 200,055,840

Prior Year Adjustments (228,020,447) (94,789,413)

Loss/ (Profit)on Disposal of Fixed Assets (2,352,313) (4,945,111)
1,502,542,627 46,558,859

Change in Operating Assets A
Change in Operating Liabilities B

5,465,861,509
(2,876,425,787)

(1,690,242,910)
(370,495,553)

Cash Flow from Operating Activities
Gratuity Paid

4,091,978,349

(2,014,179,604)

Net Cash Generated from Operating Activities

4,091,978,349

(2,014,179,604)

Cash Flows from Investing Activities
Net Disposal/(Acquisition) of Financial Investments

(2,513,189,705)

3,026,416,582

Interest Received 1,168,986,729 1,138,264,819
Recovery of Soft Loans 8,344,887 53,011,374
Disposal of Property Plant and Equipment 9,018,980 6,029,880
Acquisition of Intangible Assets (1,702,201) (1,377,708)
Acquisition of Property, Plant and Equipment (4,836,560) (4,813,960)

Net Cash Used from Investing Activities

(1,333,377,870)

4,217,530,986

Cash Flows from Financing Activities
Cash Transferred to the Consolidated Fund

(2,750,000,000)

(1,500,000,000)

Net Cash Used in Financing Activities

(2,750,000,000)

(1,500,000,000)

Net Increase / (Decrease) in Cash and Cash Equivalents C
Net Cash and Cash Equivalents at the beginning of the Year

8,600,480
1,133,642,497

703,351,381
430,291,116

Cash and Cash Equivalents at the end of the Year

1,142,242,978

1,133,642,497

Notes to the Cash Flow Statement

A. Change in Operating Assets

(Increase)/ Decrease in Deferred Commission
(Increase)/ Decrease in reinsurance premium receivable
(Increase)/ Decrease in Premium Receivable
(Increase)/ Decrease in Other Non Financial Assets

(23,668,078)
3,105,332,165

560,340,237
1,823,857,184

(114,174,700)
954,701,929

(768,324,524)

(1,762,445.615)

5,465,861,509

(1,690,242,910)

B. Change in Operating Liabilities

Increase / (Decrease) in Insurance Contract Liabilities
Increase / (Decrease) in Retirement Benefit obligation
Increase / (Decrease) in Other liabilities

(1,348,651,101)
(1,150,323)
(1,526,624,363)

(915,379,769)
14,569,494
530,314,722

(2,876,425,787)

(370,495,553)

C. Increase / (Decrease) in Cash and Cash Equivalents
Net Cash and Cash Equivalents at the end of the Year
Less: Net Cash and Cash Equivalents at the beginning of the Year

1,142,242,978
1,133,642,497

1,133,642,497
430,291,116

Net Increase / (Decrease) in Cash and Cash Equivalents

8,600,481

703,351,381
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NOTES TO THE FINANCIAL STATEMENT

Year ended 31% December 2018

1. CORPORATE INFORMATION
1.1 Reporting Entity

National Insurance Trust Fund Board (“The Board™) is incorporated by the “National Insurance Trust Fund Act, No. 28
of 2006 with the amendment Act no. 28 of 2007 and domiciled in Sri Lanka. The registered office of the Board is
situated at No. 97, Maradana Road. Colombo 10 and the principal place of business is located at this address.

1.2 Parent Entity and Ultimate Parent Entity
The Board's parent and ultimate parent entity is the Government of Sri Lanka.

1.3 Principal Activities and Nature of Operations

The principal activities of The Board are carrying out non-life (General) insurance businesses and re-insurance
businesses.

Further The Board maintains SRCC & T Fund. Crop Levy of 1% of the profit after tax from banks, finance companies
and insurance companies operating in ‘Sri Lanka are collected by The Board and agricultural Insurance schemes are

provided from the Crop Levy. There were no significant changes in the nature of the principal activities of the Board
during the year under review.

14 Responsibility for Financial Statements

The Board of Directors are responsible for preparation and presentation of these Financial Statements.

1.5 Number of Employees
The staff strength of The Board as at 31¥ December 2018 was 238 (2017 — 211).
1.6 Approval of financial statements by the Board of Directors

The financial statements of The Board for the year ended 3 1™ December 2018 were approved and authorized to
issue on 27'h February 2019 in accordance with the resolution of the Board of Directors on 27'" February 2019.

2. BASIS OF PREPARATION AND SIGNIFICANT ACCOUNTING POLICIES

21 Statement of Compliance

The financial statements have been prepared, unless otherwise stated, in accordance with Sri Lanka Accounting

Standards, promulgated by the Institute of Chartered Accountants of Sri Lanka (CA- Sri Lanka) and comply with the

requirements of the Regulation of Insurance Industry Act No. 43 of 2000.

The Financial Statements include the following components:

- A Statement of Financial Position providing the information on the financial position of the Board as at the yearend,
(page 02).

- A Statement of Comprehensive Income providing the information on the financial performance of the Board for the
year under review. (page 01)

- A Statement of Changes in Equity depicting all changes in equity. (page 03)

- A Statement of Cash Flows providing the information to the users , on the ability of the Board to generate cash and
cash equivalents and utilization of those cash flows (page 04) and

- Notes to the financial statements comprising accounting policies and other explanatory information (page 05 to 42).
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Year ended 31 December 2018

2.2 Basis of Measurement

The Financial Statements have been prepared on the historical cost basis except for following material items in the
financial statements.

" tem | Basis of Mcasurement Note No. |
| 9.1 !

Loans and receivables financial assets At fair value

l)_z

Available For Sale financial assets At fair value

" Defined benefit obligations Actuarially valued and fe(:ogmzcd at present value of the .
defined benefit obligations
!
Policyholders” liabilities Actuarial determined values based on actuarial guidelines 17.1 I
- issued by IRCSL = =
Incurred But Not Reported / Incurred But | Actuarial determined values based on actuarial 17.3 T
Not Enough Reported Methodologies

23 Presentation of Financial Statements

The board presents its statememt of financial position broadly in order that reflects their relative liquadity. No
adjustments have been made for inflationary factors affecting the Financial Statements.

Financial assets and financial liabilities arc offset and the net amount is reported in the statement of financial position
only when there is a legally enforceable right to offsct the recognized amounts and there is an intention to settle on a net
basis, or 10 realize the assct and settle the liability simultancously.

2.4 Functional and presentation currency

The financial statements are presented in Sri Lankan Rupees (LKR) which is the functional currency of The Board. All

financial information presented in Sri Lankan Rupees has been rounded 1o the nearest Rupee. except when otherwise
indicated.

2.5 Materiality and Aggregation

Each material class of similar items is presented scparately. Items of dissimilar nature or function are presented
separately unless they arc immaterial,

2.6 Reporting Period

The reporting period is from January 10 December 201 8.
Where appropriate, the accounting policies have been explained in the succeeding notes.
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Year ended 31 December 2018
2.7 Significant Accounting Judgments, Estimates and Assumpftions

The preparation of financial statements in conformity with Sri Lanka Accounting Standards / SLFRSs requires
management to make judgements, estimates and assumptions that affect the application of accounting policies and the
reported amounts of assets, liabilities, income and expenses. Actual resulis may differ from these estimates.

Accounting judgments, estimates and underlying assumptions are reviewed on an ongoing basis, Revisions 1o accounting
estimates are recognised in the period in which the estimates are revised and in any future periods affected.

Ihe key significant accounting judgments. estimates and assumptions involving uncertainty are discussed below,
whereas the respective carrying amounts of sech assets and liabilities are as given in related notes. -

2.7.1 Going concern

The Management has made an assessment of The Board”s ability to continue as a going concern and is satisfied that the
Board has the resources to continue in business for the foresecable future. Furthermoare, the management is not aware of
any material uncertainties that may cast significant doubt upon The Board's ability to continue as a going concerm.
Therefose, the financial statements continue to be prepared on the going concern basis

2.7.1 Fuir value of financial instruments

Determination of fair values of financial assets and financial liabilities recorded on the statement of financial position for
which there is no observable market price are determined using a variety of valuation technigues that include the use of
mathematical techniques. The inputs to these models are derived from obscrvable market data where possible, but if this
is not available, judgment is required to establish their fair values.

2.7.2 Assessment of Impairment

Ihe Board assesses whether there are any indicators of impairment for an asset or a cash-generating unit at each
reporting date or more frequently, if events or changes in circumstances necessitate to do so. This requires the estimation
of the “value in use” of such individual asset or cash- generating unit. Estimating value in use requires the Management
to make an estimate of the estimated future cash flows from the asset or the cash-generating unit and also to select a
suitable discount rate in order to calculate the present value of the relevant cash flows, This valuation requires The Board
to make estimation about expected future cash flows and discount rates: hence. they are subject to uncertainty.

2.73 Provision for Liabilities and Contingencies
The Boand receives legal claims against it in the normal course of business. Management has made judgements as to the
likelihood of any claim succeeding in making provisions. The time of concluding the legal claim is uncertain. as is the

amount of possible outflow of economic benefits. Timing and cost ultimately depend on the duc process in respective
legal jurisdictions.

During the year under review, the Board decided to provide 15% of total legal claims for litigation provision.
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NOTES TO THE FINANCIAL STATEMENT

Year ended 31" December 2018

2.8 Summary of significant accounting policies

2.8.1 Foreign currency transkation

The Board's financial statements are presented in Sri Lankan Rupees which is also the The Board functional currency.
Transactions in foreign currencies are initially recorded at the functional currency rate prevailing at the date of the
Iransaction.

Monetary assets and liabilities denominated in forcign currencies are re-translated al the functional currency rate of
exchange ruling at the reporting date. All differences arc taken to the staternent of profit or loss,

282 tmpairment of non-financial assets

The Board assesses at each reporting date whether there is an indicagion that an asset may be impaired. If any such
indication exists, or when annuzl impairment testing for an asset is required. The Board estimates the asset’s recoverable
amount. An asset’s recoverable amount is the higher of an asset’s or cash-generating units (CGU) fair value bess costs fo
sell and is value in use. The recoverable amount is determined for an individual asset, unless the asset does not generate
cash inflows that are largely independent of those from other assets or groups of assets, Where the carrying amount of an
asset or CGU exceeds its recoverable amount, the asset is considered impaired and is written down to its recoverable
amount, In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax
discount rate that reflects current markel assessments of the time value of money and the risks specific to the assel. In
determining fair value less costs to sell, recent market transactions are taken into account. if available. If no such
transactions can be identified, an appropriate valuation model is used,

Impairment losses of continuing operations are recognized in the income statement in those exXpense caegorics
consistent with the function of the impaired asset.

283 Impairment of financial assets

The Board assesses al each reporting date whether a financial asset or group of financial assets is impaired. The Board
assesses at cach reporting date whether there is objective evidence that a financial asset or a group of financial assets not
carried at fair value through profit or loss are impaired.

A financial asset or a group of financial assets is deemed to be impaired if. and only if, there is objective evidence of
impairment as a result of one or more events that have occurred after the initial recognition of the asset (an ‘incurred loss
event’) and that loss event (or events) has an impact on the estimated future cash flows of the financial asset or the group
of financial assets that can be reliably estimated,

= Impairment of financial asse!s earried at amortized cost

If there is objective evidence that an impairment loss on assets carried at amortized cost has been incutred, the amount of
the impairment loss is measured as the difference between the asset's carrying amount and the present value of estimated
future cash flows (excluding future expected credit losses that have not been mcurred ) discounted at the financial asset's

original effective interest rate. The carrying amount of the asset is reduced and the loss is recorded in the statement of
comprehensive income.

Ihe Board first assesses whether objective evidence of impairment exists individually for financial assets that are
individually significant. and individually or collectively for financial assets that are not individually significant. If it is
determined that no objective evidence of impairment exists for an individually assessed financial asset, whether
significant or not. the asset is included in a group of financial assets with similar credit risk characteristics and that group
of financial assets is collectively assessed for impainment, Assets that are individually assessed for impairment and lor
which an impairment loss is, or continues to be, recognized are not Included in o collective assessment of impairment.
The impairment assessment is performed at each reporting date.

If, in a subsequent period, the amount of the impairment loss decreases and that decrease can be related objectively to an
event occurring afler the impairment was recognized, the previously recognized impairment loss is reversed. Any
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subscquent reversal of an impairment Joss is recognized in the statement of comprehensive income, to the extent that the
carrying value of the asset does not exceed its amortized cost at the reversal date.

* Impairment of available for-sale financial investments.

IT an available-for-sale financial asset is impaired, an amount comprising the difference between its costs (net of any
principal repayment and amortization) and its current fair value. less any impairment loss previously recognized in of
other comprehensive income, is transferred from cquity to the statement of comprehiensive income. Reversals in respect
of equity instruments classified as available-for-sale are not recognized in the statement of comprehensive income.

Reversals of impairment losses on debt instruments classified at available-for-sale are reversed through the statement of
comprehensive income, if the increase in the fair value of the instruments can be objectively related to an event
occurring after the impairment losses were recognized in the statement af comprehensive income,

* Impairment of financial asscts carried at cost

If there is objective evidence that an impairment loss has been incurred on an unquoted equity strument that is not
carried at fair value because its fair value cannot be reliably measured, or on a derivative asset that is linked to and must
be settled by delivery of such an unquoted equity instrument. the amount of the impairment loss is measured as the
difference between the carrying amount of the financial asset and the present value of estimated future cash Mows
discounted at the current market rate of return for a similar financial asset.

284 Provisions and contingencies

General Provisions are recognised when The Board has a present obligation (legal or constructive) as a result of a past
event, and it is probable that an outflow of resources embodying economic benefits will be required 1o settle the
obligation and a reliable estimate can be made of the amount of the obligation. Where The Board expects some or all of
it provision to be reimbursed, the reimbursement is recognised as a separate asset but only when the reimbursement is
virtwally certain. Expense relating to any provision is presented in the statememt of profit or loss. net of any
reimbursement.

IT the effect of the time value of money is material, provisions are discounting using a current pre-tax rate thal reflects,
where appropriate, the risks specific to the liability, Where discounting is used. the increase in the provision due to the
passage of time is recognised as a finance cost.

In the opinion of The Board. litigations  which arc currently against the entity, in the normal course of business will not
have significant impact on the reported financial results or future operation of The Board.

2,85  Statement of cash flows

The statement of cash flows has been prepared using the indirect method of preparing cash flows in accordance with the
Sri Lanka Accounting Standard (LKAS) 7 - Cash Flow Statements. Interest received are classified as investing cash
flows. Cash and cash equivalents comprise short term, highly liquid investments thal are readily convertible 1o known
amounts of cash and are subject to an insignificant risk of changes in value. Cash and cash equivalents include cash in
hand and balances with banks. For cash flow statement purposes, cash and cash equivalents are presented, net of bank
overdrafts.

2.8.6  New standards and interpretation not yet adopted

The following SLFRSs have been issued by the Institute of Chartered Accountants of Sri Lanka that have an effective
date in the future and have not been applied in preparing these financial statements, Those SLFRSs will have an effect on
the accounting policies currently adopted by The Board and may bave an impact on the future financial statements,

* Sri Lanka Financial Reporting Standard (SLFRS) 15 - Revenue from Contracts with Customers SLERS 15 establishes
a fivestep madel to account for revenue anising from comracts with customers. Under SLFRS 15, revenue is recognised
at an amount that reflects the consideration to which an entity expects to be entitled in exchange for transterring goods or

services 1o a customer. It replaces existing revenue recognition guidance, including LKAS 18 - Revenue. LKAS 11-
Construction Contracts and IFRIC 13 Customer Loyalty Programmes.
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Either a full retrospective application or a modified retrospective application is required for | Januvary 2018, Contracts
within the scope of SLFRS 4 - Insurance Contracts are scope oul, according (o scope (paragraph 5 (b)) of SLFRS |5.
The Board is evaluating the impact of other revenue contracts currently .

* Sri Lanka Financial Reporting Standard (SLFRS) 16 - Leases SLFRS 16 will replace Sri Lanka Accounting Standard
(LKAS 17) - Leases, IFRIC 4 - Determining whether an Arrangement contains a Lease, SIC 15 - Operating |eases-
Incentives and SIC 27- Evaluating the Substance of Transactions Involving the Legal Form of a Lease. SLFRS 16 sets
out the principles for the recognition, measurement, presentation and disclosure of leases and requires lessees 1o account
for all leases under a single on-balance sheet model similar to the accounting for finance leases under LKAS 17, The
standard includes two recognition exemptions for lessees — leases of low-value assets and short-term leascs. Al the
commencement date of a lease, a lessee will recognise a liability to make lease payments and an asset representing the
right 1o use the underlying asset during the lease term. Lessees will be required to scparately recognise the interest
expense on the lease liability and the depreciation expense on the right-of-use asset. Lessor accounting under SLFRS 16
is substantilly unchanged from today's accounting under LKAS 17. Lessors will continue to classify all leases using
the same classification principle as in LKAS |7 and distinguish between two types of leases: operating and finance
leases. SLERS 16 also requires lessces and Jessors to make more extensive disclosures than under LKAS 17,

SLFRS 16 is effective for annual periods beginning on or after | Jansary 2019. Early application is permitted, Lessee
can choose to apply the standard using either a full retrospective or a madified retrospective approach. The standard’s
transition provisions permit certain reliefs. Pending a detailed impact analysis. possible impact from SLFRS 16 is not
reasonably estimable as of the reporting date.

* SLFRS 9 - Financial Instruments SLFRS 9 - Financial Instruments, will replace LKAS 39 - Financial Instruments:
Recognition and Measurement. for annual periods on or after | January 2018 with early adoption permitted,

In 2017, The Board set up a team to implement SLFRS 9 within The Board

Ihe Board performed the dingnostic phase (preliminary impact assessment exercise) and implementation phase
(solution development) on SLFRS 9. The Board has undertaken a significamt analysis of how SLFRS 9 should be
implemented and has taken tentative accounting policy decisions.

Classification Measurement From a classification and measurement perspective. the new standard will require all
financial assets, except equity instruments and derivatives, to be assessed based on a combination of the enlity's business
model for managing the assets and the instruments’ contractual cash flow characteristics.

Business Model Assessment The Board determines its business model at the level that best reflects how it manages
financial assets to achieve its objectives. The Board ‘s business model is not assessed on an instrument by instrument
basis, but at a higher level of aggaregated portfolios and is based on observable factors such as:

* How the performance of the business model and the financial asset held within that business model are
evaluated and reported to the entity’s key management personnel

* Risks that affect the performance of the business model (and Ehe financial asset held within that business
model) and, in particular, the way those risks are managed

= The expected frequency, value and timing of sales are also impaortant aspect of The Board 's assessment

The business model assessment is based on reasonably expectexd scenarios without taking 'worst case' or
'stress case’ scenarios in to account. If cash flows after initial recognition are realised in a way that is different
from The Board s original expectation, The Board does not change the classification of the remaining
financial assets held in that business model, bul incorporates such information when assessing newly
originated or newly purchased financial assets,

Contractual Cash flow Characteristic Test As the second test of the As the second test of the classification
process, The Board assesses contractual terms of the financial asset to identify whether they meel Solely the
PPayment of Principle and Interest (SPPI) criteria.

"Principle’ for the purpass of this test is defined as the fair value of the financial assct at initial recognilion asd
may change over the life of the financial asset (for example, if there are repayments of principle or
amortization of the premium/ discount),
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The most significant elements of interest within a lending arrangement are typically the consideration for the
time value of money and credit risk. To make SPPI assessment, The Board applies judgment and considers
relevant factors such as currency in which the financial asset is denominated and the period for which the
interest rate is set.

In contrast to contractual exposures that introduce a more than demonisms expasure to risk or volatifity in
the contractual cash flows that are unrelated to a basic lending arrangement, do not give rise to contractual
cash flows that are solely the payment of principle and interest on the amount outstanding. In such cases the
financial asset is required to be measured at FVPL.

3 OPERATINC SEGMENTS

Operating segment is a component of an entity:

a) That engages in business activitics from which it may eam revenues and incur expenses (including revenues and
cxpenses relating to transactions with other components of the same entity ),

b) Whose operating results are regularly reviewed by the entity's chief aperating decision maker 1o make decisions about
resources to be allocated to the segment and nssess its performance: and

©) For which discrete financial information is available.

For management purposes, The Board has organized the main business into four business segments based on products
and services and has four reportable segments.

The segmental information reported below is used by the chief operating decision maker for the allocation of resources
and assessment of performance.

. General - Motor insurance

. General — Non Motor insurance
- Agrahara

- NNDIS

- Re Insurance

- SRCC & T >

. Crop
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4

REVEMNUIE

GROSS WRITTEN PREMILSM

Arcounting policy - Product classification aof insurance and investrent contracts SEFRS 4 - Insurance
Laontracts, requires contracts writken by insurer o be classified as sither “Insurance conbacts’ o
Inwestneent conbrac ks’ depending in the kel of insuranos risk transfermd,

Insmrance conbracts ane Hhose confracts when The Board {the irsurer) kas accepbed sagmificant imswurance
risk froen ancther party {the policybolidens) by agresing bo compensate the podicyhodders, il a specifesd
uncertain future event (the irsured svent) adversely affects the policrholders, As peneral polckeline,
The Board determines whether it has significant rsurance risk, by cofisperiog benefits pald ik boene s
payable, if the insured event did not ocour. nsurance conkracts can also transfer linanail risk

Investment contracts ane thease contracks that transfer significant fimamcial risk, aml no sigmificanl
rssurance risk. Financial risk is the risk of a possible future change n one ar swre of a specified inderest
rate, financial instrument price, commodity price, foreign exchamge rate, imdes of price or sk, credil
ratng o credit indes or abher variables, provided in the case of 3 mon-financial variaBe that Bee varia b
= mol spacElic fooa party bo the conbrack

Uhnce a comtract has bewn classified as an insurance contract, it remains an insuramce conbract for the
remiaireler of ils lifetines, cven i e insarance risk recdsoes significamdly during this pericd, wnless all

rights and abligations are exlinguisked or expire. Investmeni conbacts mn, boweser, be reclassifed as
Inssurancs coniracts after incepton if insuraron risk becomes significant

All the proclucts sold by The Board are nsurance conbrachs and therefone cassifed as isserance contracts
under SLFRS 4 - Insurance Contracts. Thus, The Board doms not have avy investenent contracts within iks
prishact postfolie as at the reponting dake

Accounting policy - Recognition of gross written premium Gross Writlen Premium (GWP) represants bhe
premium charged by The Board to underwrite risks. GWP i socoumted on an accrual Basis,

MNon-life insurance CWE comprises the fotal premiums received  neceivable for the wihole periosd of cover

provided by contracks entered into during the accounting period and are ecopmissd on the date oo
which the palicy commences.

Helates that form gart of the premium rale, such as no claim rebates, are deducied from the G
W doee bl vear by major classes of isiness are as follows;
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Gross Waotten Pre mivm
The premium income for the year by maje chsses of busiwess i as lollows.
2018 m?
Rs, Rs,

Inward Reinsurance 3 L056,595, 1 44 3683389120
SRCC & Tr Premium 4581 640,544 4036 282 348
Ceneral brsurance - Mator A2 1174039 417885950
General lisurance - Non Moy > 103, 722015 A13,70.543
National Natural Disaster Premium 4 S0L.000,000 500,000,000
Medical scheee for Parfmentory members f 20,000,000 20, 000HK

9683874788 9.071.278.467 |
Contribution collected for Agrakarn medical Insurance Scheme 2018 2017

Rs. Rs.

Coatribution from Members 2959518, 50% TI54586.09
Contribution from the Treasury 4 TS0000.000 SO0D00, 000
Pemsiorers lrsrance Scheme 101282 200) SR785.000
Semi Government Scheme 206620125 13,150,500

4017420904 2726422 599

6 CHANCGE IN RESERVE FOR UNEARNED PREMIUM

Accounting policy - Change in reserve foe unearned premium Unearrsed Premiam reserve mprosents the
portion of the premium written in the year but refatinng 10 the unexpired term of converage. Unearned
premiums are cakulated on 365th basis for General Insurance inchuding motor & Non-Motor arxl
Agrahara Health Scheme, 1/24th basis for SROC and 35% o0 the gross premivms basis for Reinsurance
n line with  gowerally accephed insurance and reinsarance mdustry practices, Change in reserve foe
unearned insurance premium represents the net poetion of the GWP transferred to the ancarmed
premivm seserve during the year to cover the unespinad period of the policks.

7 PFREMIUM CEDED TO REINSURERS
Accounting policy - Recagnition of premium ceded o winsurers Non-life grass nedersurancoe premanm
written comprises the total premium pavable for the whale cover provided by contraccts entered into the
poriod and is recognesed on the date on which the policy commences. Premium  includes any
adjustmnents arising in the accounting period in respect of meinsuramce contracts cammencing in prior
scommting periods.

R CHANCE IN RESERVE FOR UNEARNED REINSURANCE PREMIUM
Accounting policy - Change in rescrve for uncamned reinsurance premium Unearmned seirsurance
premivm 5 the proportion of premium written i a year that selates 0 periods of visk after the reporting
date. uncarned reinsurance preminm is deferred over the term of the underlying direct insurance
policles. Change in reserve for wnearned relnsurance premium represents the net portion of the
roinsurance premiom transferred to the anearmad reinsurance premvinm reserve during the year 10 cover
the unexpired persod of the policas.
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9 NET CLAIMS

Accounting policy - Recognition of gross claims Gross clamms for non-life msurance include all claims
vocurring during the year, whether reparted or mot, related extermal claims hanclimg costs that are directly
relaled & the procesing and settlement of claims, a reduction for the valoe of salvage amd other recoveries
and any adjustments to claims catstanding from previoss years. Claims outstanding are assessod by ooview
of individual claim files and estimating changes in the ultimate cast of setthng claims.

Claims expenses and abilities for outstanding <kims are recognised s respect of dinect insurance business,
The Bability covers claims seportd bul not yot paid, Incurred But Not Roported (1TBNR) claims and the
anticipated ditect and indinect costs of settling those daims. The peovision in respect of IBNR is actuanially
valasad on s quarterly basis 0 ensure a more realistic estimation of the future Fability based oo past
experience and trends

While the Directors conssder thal the provision for clalms is fairly stated oo the basis of irdormation currently
available, the ultimate liability will vary as a sesalt of subsequent informsation and events. This may result in
adjustment 8o the amounts pravided. Such amounts are reflected in the financial statoments for that period

The methods used and the estimates made aro reviewed regularly.

Accounting policy - Recognstion of evinsorance claims Reinsurance claims are recognisesd when the related
pross insurance clatm is secognised according 1o the tenmns of the relevant contract

Chums an assumed reinsurance are recogndsed as revere or exporees in the same manmes as they would be
If the rensurance were comsidered direct business, taking into account the product classification of the
reinsared basiness

10 UNDERWRITING AND NET ACQUISITION COSTS
Accounting policy - Recognition of underwriting and deterred acquisition costs Acquisstion expenses,
representing commissions, which vary with and are diractly related to the production of business, are
deferred and amortised over the period n whikh the related written premisms are enrned,
Kefasurance commission is also treated in the same manner within deferned acquisition costs.

" OTHER OPERATING AND ADMINISITRATIVE EXPENSES

Accounting pelicy - Recognition of other operating amxl administrative expuress Other operating and
administrative expenses are secognised on acorual basis. All expenditure incurred o the running of the
business and in maintaining the property, plant and equipment are charged 1o the statesnent of profit or bass.
Statl expereesy

Ascounting policy - Shart-teem employee benefits Shost-term employee benefit obligatsons are measured on
an undiscounted Basis and are expensed as the redated service is provided. A lability is recognised for the
amount expected to be paid under short-term cash bonus or profit-sharing plans, if The Board has a prosent

legal or constructive obligation to pay this amount as & result of past service provided by the emploves and
the abligation can be estimated reliably,

Accounting policy - Defined benefit plans A defined benefit plan s a post-esnployment: benefit plan other
than a defined contribution plan. The Board recognises the changes in the defimed benefit vbligatioes woxder
stalf expenses in the statemoent of profit or loss.

(a) current service cost
(b) interest cost

For more details, please refar Note 34 on defined benefit obligations

Accountiog, policy - Defined cantribution plans A defined contribution plan is 4 post- employment plan
urler which an entsty pays fixed contributions into o separate entity and will have no legal o comstructive
vldigativn o pay a further wmounc Obligations for contnbutims 10 the Employess’ Provident Fund {EPF)
under the Employees’ Provident Fund Act No. 15 of 1958 as amended and Employees” Trust Fund unders the
Employees” Trust Fund Act No. 46 of 1980, covering all employers are recognised as an amployes benefit
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expense in the statemwnt of profit or loss when they are due. The Board comtributes 12% and 3% of Rross
ernoluments of emplayecs” as emplovees’ provident fund and trust fund contributions respactively.

12 FEE INCOME

Accounting policy - Recognition of foes Policyholders are charged for policy administration services aswl
Other contract fees. These fiees are recognised 45 revenue upon receipt or become due.

13 NET FAIR VALUE GAINS

Recognition of fair value gains and losses Net fair value gains recorded in the statement of profit or loss on
savestments include gains and losses on financial assets, Gains and losses on the sale of Investiments are

cakulated as the difference between net sales proceeds and the original or amoctised cost and are recordisd an
occurrence of the sale transaction,

14 OTHER INCOME

Other income includes disposal gains/ (losses) on salvaprs, property. plant and equipment and misoellaneoos

income. Profit or loss on sale of property, plant and equipment is recognizist in the peried in which the sule
occurs and is classsfied under othor income,

15 PROFIT BEFORE TAX

The profit befome tax for the year is stabed after charging following experses;

16 INCOME TAX EXPENSE

Recognition of Income tax expense Inconse tax expense comprises curront aned deferred tax. Curremt and
detersed taxes are recognized In the statement of profit ar loss exoept to the cxtent that it relates 1o fems
recognized directly in equity, when it is recognized in eguity.

Major companents of income tax expense are as follows;

16.2 Notional Tax Credit (Withholding Tax)

I'he loard has dove an assessment of the taxable profit in future agairst which the Board is eligible to set off
the Naotional Tax pald. Based oo this assessment, Notional Tax paid is changed to Profit and Loss Account as
It ks highly unlikely that the Board can utilize the Notional Tax paid in the near future. Howeves, (f ackquaty
taxable profit is available s the Future, the Board will write back and <laim soch Notional Tax writsen off

17 INTANGIBLE ASSETS

Fhe Board 's intangible assets inclisde the value of acquired computer sofiwire

Basis of recognitym an intangible asset s recognisad il i @ probable that future ecomamic benefits that are
attributable to the asset will fow w0 The Board and the cost of the asset can b swasured rediably.

Software acquinad by The Board is initially measured at cost and subsequently stated at cost less accusmulate]
amortisation and accumulated impairment Josses, if any,

Sabsanpuent expenditure Subsequent to indtial eocognition, the intangible asset is carried at cost less
sccumulated amortisation and accumulated impairment losses

89



NATIONAL INSURANCE TRUST FUND
ANNUAL REPORT 2018

NOTES TO THE FINANCIAL STATEMENT

Year ended 31" Docember 2018

Subspuat expenditure oo software asswls 5 capitalised only when it increases the futere economa: berefits
embodied in the specific asset to whach it relates. All other expenditure is expensed as imoarred

Amortisation Totangible assets are amortised on « straight line basis over the periodd of four yoars
Amortisation is recorded in the statement of profit or koss.

Intangibe assots with finite lives are amortised over the useful cconomic life. Amorteation poeniod ancd the
amortsation method For an intangible asset with a finste usefol fife are reviewed at keast at each fmancial year
end. Charges in the expected useful lde or the expected pattera of consumiption of futune economix benelits
embodied in the asset are accounted for by changing the amartisation penod or methad, as appropriate, and
they are treated as changes in accoanting estimates.

Amortisation expense on intangible assets with fingle lves 1 recognesed in the statemendt of profit or loss in
the experoe catopory cossistent with the function of the intangible asset

Amortisation is caloulated using the straight-line method to write down the cost of intangible assets to their
residual values over theer estimated usetul Bves as follows,

De-recopmsition of intangible asset An intangible asset is desecognised on disposal or whety no futire
economic benefits are expected fram it The gain or loss arsing from the derecognitiom of such mtangible
assots & included in the statement of profit or loss when the item is de-recognised.

Accounting policy - Impalrment of mtangible asset An impalrosent review is performed whenever there is an
indécation of impairment. When the recoverable amount is less than the carrying value, an impairment loss i

recognised in the statement of prafit or loss. Future servicing rights are also considersd i establishing an
oneraus comtrt provision for cach reportmg persod.

17.7  Fully amortised intangible assets i use was Rs, 6,542,003 fully amostised intangible assets
whach are still in use or idie mtangible asserts 45 at the reparting date (2007 - 6,542.073).

178 Tithe restriction oo indangible assets No restrictions exist on the tithe of the mtangibile assets
and no #Hems pledged as secorties for liabdites.

17.9  Acquisition of intangible assets during the year was R<1.702,200 dunng the year 2018
(2017 - 1.A4%0.000),

17.10 Assessooent of impatrment of intangible assets The Board of Directons has assessed the
potentinl impairment indicators of intangible assets as at 31 Docember 2018, Based on the
asscssment, no mmpairment indicators were sdentified and therelone no lmpaiimsent
provision is reguired to be made in the financial statements as at the reporting date with
respect of intangible assets,

1% PROPERTY, PLANYT AND EQUIFMENT

Property, plant and equipment are tangible ftems that are hedd tor servicing or for adminsstrative
purposes and are expected to be used foe more than ome vear. Property, plant and equipment includes
office equipment. fumiture and fittings, Mascellamcons assets and motor vehicles.

Basis of recognition Property. plant and eguipment ane revognised of it is probable that future economic
bemedits associated with the asset will flow to The Board amd cost of the asset can be measured reliably.

Measurenwnl An item of property, plant and equipment that gqualifies for recognition as an aswt &
indttally measured at its cost. Cost ncludes expenditure that is directly attributable to the acquisition of
the asset and cost mourred subsequently to add o or replace a part of it the cost of selfl constructed asscts
inclmdes the cost of materials and direct lnbosir, any other costs directly attributable to bringing the assol
to a working condition foe its mtended use and the costs of dismantling, and resnaving the items and
wosbaring at the site on which they ane located. Purchased software that is inbegral to the functianality of
the related eguipmsnt s capitalised as a part of compuier equipewnt.
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I'he Board appises the cost moxdel to plant and equipment and recoeds at cost of parchase or construcbaon
together with any Incidental expenses thervon ks accumulated depreciation ard amye accamulated
mnpairment osses,

Ropairs and mainsenance are charged to the statement of profit or koss during the financial period m
which they are incurned, Cost of major svnovations & included In the carrying amount of the assets when
it i probable that future ecomomic benefits in excess of the most recently assessed standard of
performance of the existing asscts will Bow to The Board and the remavation replaces an idestifiable part
of the asset. Magor renovabions are depreciated during the remsaineng usedul life of the related aswet

Depreciation & cakulated asing the straight-line method to write down the cost of property, plant and
equipment to their residual values aver their estimatod useful lives. Deprociation charge begios when an
assets s avadable for use. The estimated useful lives arc as follows;

Pl £ Machinery Over 10 years
Fumneare & Fiting Over 1333 years
OMce Equiprocnis Owver 1333 Years
Maotor Vehictes Owver 10 years

Dierecognitivn of propesty, plant and equipment

Carrying amount of an Bem of property, plant and equipment & derecognised on disposal or when no
future ecomomic benefits are expected from it Cain or loss arissng from the de-recognition of an isem of
property, plant and equipment & Included in the statement of profit or loss when the #em & de-
recognised,

When replacement costs are recognissxd in the carrying amount of an sl of propesty, plant amd
equipment, the romaining cancying amount of the replaced part s de-recogmised. At cach such
capitalisation. the remaining carrying amosnt of the previous cost of nspection is derecognised

151 Fully deprecisted property, plat and equipment in use Property, plant and equipment akso
includes fully depreciated adsets whach are in the wse of normal business activities Initial cost of fally

depreciated property, plant and equipment which are still s use as at the reporting dabe, s as
follows:

182 Totle restric hon on peoperty, plant and equipmest There are 00 restrctioms that existed on the
ttle of property. plant and equipment of The Board as at the reporting dabe,

183 Acquisition of property, plamt arxl equipment during the year Dluring the financial year, The
Board acquired property, plant asd equipment amounting to Ks. 456 560 {2017 - Rs. £ 813.960) Cash
payments amounting to By, 4,836.560 (2017 - Hs. 4.8135960) were made during the year to purchase
property plant and equipment.

184 Property, plant and equipment pledged as securnity for babilities There were no sens of property,
plant and egquipment pledged as securities for labilitics as at 21 December 2018 {2017 - Nil),

185 Temporarily idle property, plant and equiposent There were no lemporasily kil peoperty, plant
ATt ey Rip st s at 31 Daxembser 2008 (2017 - NI,
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186 Assessment of impairment of Property, plant and equipesent The Board of Derectons has assessed
the potential impairment indicators of property, plant and equipment as at 31 December 2018, Hasod
00 the assessment, no impatrment indicators were identifiod and therefore o tnpairment provisson

is requined to be made in the financial statements as at the reporting date in resprect of property plaal
and equipment.

187 Amount of contractual commitments for the acquisition of property, plant and equipment Thene
are o contractual commitments for the acquisition of property, plant and equpaent as at the
reporting date

1A Subsequent Measuromont of PPE

Revaluation & performed by professionally qualified valuers using the open market value, Asucts
are yevalued periodically and revaluation base beon done in 2018, The rewaluation surpus is
recagized on the et carrying value of the asset and is transferred to 2 revaluation mserve after

rostating the asset at the revalued amonnt. The revaluation reserve bs transterred to retained camings
at the point of derscognition

FINANCIAL INVESTMENTS

Accounting policy - Classification of financial mvestments The Beard indtially recognises lours and
revedvables on the date that they are originated. All other firancinl assvets (including assets desigrated at
fair value threagh profit or Kess) are recognesed initially an the trade date at which The Board becoaes a
party to the contrachaal provisions of the isstrunsent In the case of financial assets pot at fair value
through peofit or loss, a financial asset is measured initially at fair value phus transaction cosss that are
directly attributalde to its acquisition or Issue

Depending on the intention and ability to hok! the invested assets, The Boand classifies (ts non-dorivative
financial assets into following calegonies:

* Fair Value Through Profit or Loss (FVITPL); « Loans and recetvables (L&R): * Available-FoeSale (AFS)
financial assets; and * Held to Maturity (HTM), as appropriste

However, The Board did not have any investiment classified as beld to maturity investments and

investment classifiod #s Fair Value Through Profit o Loss investivents as at the ceportiap dete (2017-
Nil)

Accounting, policy - De-recognition of fisance! investments The Board de-nscognises Bnancial assots
when the contractual rights to the cash flows from the assct expire or it transfors 1w right o receive the
contractual cash flows on the financial ssset in a transaction in which sutstantiadly all the risks and
rewards of ownership of the financial asset are transfernod. Any interest in a transferred financial asset
that is created or retained by The Board is recogmised as a separate asset or labality.

Accounting policy - OHsetting of financial mstruments Financial assets and Tinbilitses are offset and the
et amaunt is presented in the stasement of fimandial position when and only when The Board bas o legal
right to odiset the amounts and mtersds either 10 sctths on a net basis of 1o realise the asset and settlo the
liability simuMancously. )

The Board s financial insestimonts ane summarised below by measurement cabogory,
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Rhiaiey o - v Vil - ol Sl Akt - el . <~
Fase Valoe through
Profit or Loss Nooe ]
Avmlable for Sale Treasury Bonds
Treasury Bilks

Loars and Receivables | REPO,

- Ovemight REMO

Held to Maturay Forsign Currency Developmaont Bonds
Treasury Bonds

The following table corsists of the fair values of financial investineasts together with their carmving
valucs,

Fasr valoe through profit or loss mmvestments and available-loe-sale imvestments Isave been valoed at fale
value. Loans and receivable investments have bevn valued st amsorbised cost.

Analysis of financial investments based on characteristics Follawing notes provicle disclosures of the
financial investents basod on characloristics of the cach class of instrument.

191 Fair value through profit or loss Accounting policy - Recognition of fair value throagh profit o
loss investments Financial assets ot fair value through profit or Soss include financial assets hekd for
trading and those designated wpon inltial recagsition at fair value through profit or loss lnestments
typically bought with the intention to sell in the near future are classified as bheld for tradng.
Attributable trarsaction costs are recogrised in the statement of profit or loss as incucred. These
investments anro initially rnecorded at fair valee Subsequent to mitial recognition, they am romeasarod
at fair valoe

Changes in lalr valee are recorded under Fair vafue gains and losses” i the statessent of profit or foss

Ihe Board evaluates its financial asscts at far value through profst or loss (held for trading) by
considering whether the intent (o sell them m the noar term is stilfll appropeiate.

102 Loans and receivables Recognstion of loans and receivables investments Loars and receivablios
are linancial assets with fixed or determinable payments that are mot quoted in an active market
Fhese mvestments are initially recognised at cost, bedng the fair value of the comsideration paid for
the acquisation of the investment, All transaction costs directly attributable to the acquisition are also
included in the cost of the investment. After instial measurconent, foans ard roreivables are meanssared
at amortised cost using the EIR, oss aBowarnce foe impairment. Amartised cost # calculated by taking
vio account any discount or premiam if any, on sogqumsibion and fee or costs that are an integral part
of the EIR. EIR amortisation is included in the statement of profit or ks arsiog from impaisment are
recognised a5 an expense in the statessent of proft or loss

Gains and losses arv recognised in the statement of prodit or loss when the Ionvestments are do-ecognised

or tmpaired, as well as through the amortisation process. Loans and reovivables comprise investments in

repurchase agrevosents

1921 Repurchase agreensents The Board has invested in reverse repurchase agreements (REPO)
with Peaple's Bank, Bank of Cevion amd NSB Fund Managemsent (Pvi) Led which are fully
socured against the wssigned government securities with BSIN numbers. REPO satos for the
vutstanding balances were i the range of 7% - 925% depeodiog on different maturibes.
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193 Available-for-sale

Accounting policy - Recognition of available-for-sale iovestments Availableforsale Financial investments
may inclade Treasury Bills and Bonds.

After the initlal svasurvosont, avaslable-for-sale financial assets arc subseguently measurod al fair value, with
unrealised goirs or losses recognised in other comprehensive under avallable-for-sabe reserve. Intorest carod
whikst holding avaifable-for sale investments = reported as “Interest ncome’ asing the ETR. When the assot is
de-recognised, cumulative gaim or loss in the statemont of peofit or loss and otlver comgrrehensive sncome is
transferred o the statement of profit o loss. IF the asset is determined 1o be impaired, the comulative kss is
recognised i the statemsent of prafit or loss and removed from the available-foesale resesve

The Board wvaluates whether the ability and intention to sell its avallable-for-sale financial assets in thee oxmr
term is still appropriate. When, in rare ciscumstances, The Bourd is unable to trade these financial asscts due
b inactive markets, The Board may elect 80 reclassify these financial assels. il management has the ahility and
intention 80 hold the assets for the foresecalde fudure or until maturity. Roclassification to loans and
wceivables is permitted when thwe financial asset meets the definition of loars and recelvablos ard
management has the intention and ability to hold these assets for the foresecabile future o ustil maturity. The
reclassibication o held o maturity investasents is permitted only when the entity has the abillity and intentéon
o bald the fAinancial asset until muatueity

Yor a francial asset reclassified out of the availoble-for-sale cotegory, the falr vaiue at the date of
e Lssification becomes its new amortised cost amd any previous gain o kas on thal asset that has bevo
recognesed in oquily is amortmsed to the statement of peofit o loss over the remaining life of the investiment
using FIR. Any difference betwoen the new amortised cost and the maturity amount is also amortised over

the remaining 1de of the asset asing EIR If the asset s subsequently determined to bo impaived, thwen the
amount recorded i equity = reclassafied to the statemont of praofit or loss,

1933 Impairment of available-for-sale financial ivestments At the reporting date, there were no
available-for-sake financial imvestments that were overdue and impaired

0 REINSURANCE RECEIVABLES

Accounting, policy - Reicsurarnce nxeivables The Board codes insurance rsk in the mnormal course of
busenens for all of its businesses. Rednsurance receivabls ropresent balances dase from reinsurancon
compandes. Amounts recoverable from reinsarens ane estimated o a manoer consistend with the
oulstarling claims provisson or settled chuims associated with the reinsuarer’s policies and are in
accocdance with the related relnsurance contract.

Cexled resnsurance arrangements do not relicve The Baard from its abligations o policy hobders
Hemnsurance receivables are secognised when due and measured an mitial recognition at the fals value of
the consadorataon seovived or receivable
Remsurance assets are de-recognised when the contractual rights ane extinguished or expire o when the
contract is transferred to another party
Reinsurance assets are reviewed for impairment a? cach reposting date o more liogeently when an
Indicatson of Impatrment arises during the separting yvar, lmpainment oodsrs when there s obyective
evidenoe as a result of an event that occurred after initial recognition of the reinsarance asset that The
Board may not recesve all outstandsng amoants duc under the terms ol the contract amd the event has a
telialdy mcasurabde impact oo the amcunts that The Board willl neceive from the reinsurer. The
mmpairment loss is recorded in the statement of profit or koss.
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21 INSURANCE RECEIVABLES

Insurance recedvables Insurarnce receivables are recognesed when due and nweasured on initial revapmition at
the Fair value of the consideration receivable. Sabseguent to the initial recognition, Insurance recervables ane
measured at amartised cost. The carryng value of insurance eecvivables is reviewed for invpairment
whenever evenits or ciccumstances indicate that the carrymg amount may not be revoverable, with the
mmpairment loss cocordoed in the statement of profit or loss.

Insurance recsivables are de-recognised, when the de-recognition critesia for financial assets have been mwet,
According, o the Premium Payment warraty (PPW) dinective  ssued by the Iresurance Regulatory
Commssion of Sa Lanka (IRCSL), all General Insurance policies ane issued subject 0 PPW and carcellable
apon the expiry of 60 days if not settled. However, premium recervables from the government institutions
andd for compulsory rsurance schemes such as BRI and SROC will not B cancelled / prawided after expary of
Ol days as the rovavery is certain from these partics.

Since the Bowed has adopted PIPW for other private parties other than the povernment institations and foe
compulsory snsurance schemes such as Rl and SRCC, no long vatstanding balances are left m premium
rerwivable, Thus, there & no need for an sdditional impairment ks provision other than the amosants
provided for Ceneral Insairance Motor and Non Motoe Ensarance as follows:

50% will be provaded - > 60 Days < 940 Days
100% will be provided - > 90 Days

22, DEFERRED EXPENSES

Acquisition expumses Casts of acquiring new businesces, including commission, underwrding, marketing
and policy issuance expenses, which vary with and directly redated to peodsction of rene businesses are
deferred to the extent that these costs are recoverable out of future premiums. All other acquisition costs
are rocognizoad as an expense when incurred. Subsequent to indtial recognition, Defermed Acquisition
Casts (DAC) are amortized over the pertod on the bases umearmed premicm s amartized.

Changes in the expected useful life or the expecied pattern of consumption of future economic benefits

embodied in the asset are accouanted far by changing the amortization period and are treated as a change
i an accountbing estimaate.

DAC & de-recognized when the redatid contracts are either expired or cancellod.

An impairment review of DAC & perfornsed at cach reporting date or more frequently when an
indication of impatrment arises. When the meooverable amount s less than the carrying value, an
impairment ks is recogrized in the statement of profit or oas. DAC is also considdered m the hability
aclixjuacy test for ench reporting pertocd.

Eemsarance commasseons Commassions receivable on outwards remsuranoe contracts are deferned and
amortised ona straight-line basis over the tecm of the expected premvivms pavable.

23, OTHER ASSETS

Recognition of other assets Other assets which consist of non-Bnancial assels ame rognisad af
cost koS any impairmwnt osses.

Staff loans

I'his contains distress loars loans and festival advances given o the staff members of the board. There is
0o any kuns or advances given to the directoss of the board
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Soft koans

Mese Joans wore grantnd to the mstitutes/ hotels affected by terronst attacks by Bank of Ceylon far
which funds given Irom SROC & T fund.

Tax recaverables Tax Nv:nkul.*s of The Board consist of With Holding Tax (WHT) neceivable and
Economic Servioe Charge {ESC) receivabhos

ESC receivables As per the provisions of the Economic Service Charge Act No. 13 of 2006, ESC & pavable
an the llable turnover at specifiedd rates. BSC s deductible from the income tas labi lity. Any uncladimed

receivable ESC amount can be cartiod forward and setoff agalest the income tax pavable as por the
redevant provisions in the Act

Recognition of inventorss Inventories mclude all consamable items which are stated at lower of cost and e
realizable valwe

24 CASH AND BANK BALANCES

Cash and bank halances Cash and bank balances i the statement of financial position comprse cash at
bank and Gash in hand which are subgct to an insignificant resk of changes in value,
Cash and Cash equivalents

Bank overdrafts, which form an integral part of cash management and savings accounts are included as a
companent of cash and cash equivalents for the purposes of the statement of cash o ws. In the statement
of financial position, bank averdrafts are included under Nabilities. The board has o any bank averdralt
facilities abtained from the banks. However. 2 book overdenft balance is shown in balsioce sheet.

v 3 RETAINED EARNINCS
Hetained eamings represents the accumailated eamings held by the board 1o be usedd For the operations.
26 AVAILABLE-FOR-5A1FE RESERVES

Available-for-s=ale Available tor-sale-reserves comprise the cumulative net change in the fair value of
avallable-for-sake fnancial assets anxd is carmed Jorward untsdl the respective assets are de-recognised or
imparned,

27, Revaluthon reserves

Other resesves comprise of the actuaral gams f(Josses) ansing, from valuation of gratuity liability as
reguired by LKAS 19 - Employes Benefies.
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5. INSURANCE CONTRACT LIABILITIES

Accounting policy - Pravision for net uncamed premium Pravision for anearned peeminms roprosent
premiums received for risks that have not yet expired. Generally, the reserve i relessed over the tecon of
the contract and is recognissd as premsum income. Al each reporting date, The Board  soviews its
unoxpived risk and a ability adequacy test is performed 5o determine whether those is any overall excess
of expected claims and deferred acquisition costs oavr unearmed premiams. This calculation wses curren
estsmates of Futare contractual cash flows after taking account of the investovent retum expected b arise
on assets relating 10 the relevant noo-lide nsurance sechnicnl provissons. If these estimabes shaw that the
carrying amount of the uncarned promiums is madeguate, the deficiency i recognised in the statement of
profit or loss by setting wp a pravision for labality adoquacy

As reguired by SLERS 4 - Insuramce Contracts, The Board  perfarms o Liabdlity Adequacy Test (LAT) in
respoct of non-life contract Babilities with the assistance of an external actuary.

Accounting palicy - Provision for gross outstanding clatms Nondife insurance contract labilities ane
recognised when contracts are entered mto and premiums are charged. These liabilitkes aone known ss the
oubtanding claims provision, which are Tused on the estimated ultimate cost of all claims incurred but
not settled at the roporting date, whether reparted or not, together with related claims handling cosks arxd
reduction for the expected value of salvage and other recoveries,

The lability is not discounted for the time value of money. No provision for equalisation oe catassroplus
reserves is recognised. The labilitkes are de-recognmsed when the contract expises, & discharged or &
cancelled.

Accounting placy - Provision for gross incursed but not reparted claims Delays can e oxporionond in the
notification and setthement of certain types of claims, therefore the ultimate cost of these canmat be known
with cortainty at the reporting date. The liabality is calculased at the reporting date wsing a raage of
standard actmanial claim propction lechnigues, tused on empincal data and curmes assumplions that
may Inclhsde a masgin for advense deviabion.

Foe noa-life insarance contracts, estimates have to be made both for the expected ultimate cost of claines
reposted at the reposting date and for the expected ultimate cost of Claims Incurred But not Reported
(JENE) at the reporting date. [Foan take a significant pensod of tinse bofore Hee alfimate chaims cost can b
establishwd with certainty and for some type of polices, IBNR claims form the magority of the liability in
the statement of financial position.

The ultimate cost of outstanding clams 5 estimated by using a range of standard actuarial claims
projection  techniques, soch  as Chain  Ladder method, Boraheutter-Ferpmson  method  and
Froquers y /Severity method.

The main assumption undestying these technigues s that a company’s past claims devebaopment
experience can be used to project Future clamms development arnd hence ultimate claims costs As sauch,
these methods extrapolate the development of puid and incurred losses, average costs per chuam and
clamn numbers based on the observed development of earlier years and expochs] foss ratios. ] Historical
cloms developmont is mainly anafysed by accident years, bal can abo be further analysed by
geographical area. as well as by significant business lines and claim types. Large clains ane usually
separately addressed, esther by being resevved at the face value of loss adjuster pstimates or separatoly
projected in order b reflect their future development. 1in most cases, no explscit assumptions ane made
regarding future rates of claims inflation or loss ratios. Instead, the assumptions used are those implice in
the histarical claims devedopment data on which the projections ane based

Additional qualitative judgment is used ta assess the extent to which past tronds may sat apply in future,
{For example 8o reflect one-off occurrences, changes in external or market factoes such as public attitades
to daiming, econamic conditons, levels of claioes indlation, judicial decissons and legislation, as well as
internal factars such as portfolso mix, policy featunes and claims handling procodunss) in order to arrve
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at the estimated ubtimate cost of claims that present the likely outcome from the range of poessible
outcomes, taking account of all the uncertainties involved.

Similar judgments, estimates and assumptsons are employed in the assessment of adequacy of prowvisking
for unecarnced premsum,

Clains development tables and sersitivity analysis refating to the surance contract liabilites are
inchudod in the ek management note.
Insurance contract labilities
Provision for net unearned prendum
Provision far gross outstanding ¢laines
Provision for gross IBNE claims
Reconcilintion between lnsurance provision and technscal reserves
Liabdlity adoquacy test A Liability Adeguacy Test {LAT) was perfarmesd by NMG Financial
Services Consulting Pty Limited, & firm of profossional actuaries as of 21 Docember 2015 as
requised by SLFRS 4 - Insarance Cantracts in ceder 80 assess the adiequacy of the carrying
amount of the provision for umeamed promiums. The valuation is based on indernationmally
accepted actuarial methods and & performed on a quarterly basis. Accoeding to the repord
ssued by NMG Financial Services Consulting, P Limited, the liability carried forward by
The Bosrd was adequate. Henoe, no provision was made for peessizm deficiency for the year
ended 31 December 2018 (2016 - Nif),
8 Valuation of TBNR and IBNER The incurred buat mot reported claims reserve has ho
sctuarsally computed by NMG Financlal Services Consulting Ple Limites! as at 51 Decotsber
28

I Changes in assumptions There were no material estimation changes from the peevious
valaation done for the balance as at 31 December 2017,

-pangs

29. EMPLOYEE DEFINED BENEHIT OBLIGATIONS

Accounting policy - Recognition and measurcmint of employee defined benefit obligations A defined
benefit plan is a postemployment benefit plan other than a defined contribsatiorns plan. The Hability
evcognised in the financial stabements in respoct of defined benefit plans is the poesent value of the
defimed benefit obligation as at the reporting date. The vatue of defined bepefit obligation is cakulated by
@ qualified Actuary as at the repocting date, using the Projected Unit Credit (PUC) methexd as
recommended by LKAS 19 - Employes Bonedits. An actuarial valuation involves making assumptions
about discount rate, salary Increment rte andd balance service period of employevs. Dhwe to the long term
nature of the plans, such estinates are subject to significant uncertainty.
The remeasurement of the net defined bevefit labitity which comprises actuariat Hains and lossess are
charged or credited to the statoment of comprehensive income in the periond in which they anse. The
assumpdions based on which the results of the actuarial valuation was determined, are included in Nobe
34.24 w0 the firencal statements,
However, according to the Payment of Gratudty Act No. 12 of 1985, the Hability for the gratuity payment
b0 an employew arises omly on the complietion of 5 years of continmued service with the Board
The provision of the Board is aot extermally funded
Duse to the complexity of the valuation, the underfying assumptioos and its fong-term natare, a defined
bevefit obligation & highly sersitive tn chaoges in these assumpbions. All assumplions are reviewed at
vach reporting date.

a Valustion of employee bonett obligations Cratuity liabifity as at 51 Dvvember 2018 was

actuarially valoed under the Projected Unit Credit method by NMG Financial Services

Corsulting Phe Limited. a firm with actuarsal mvportise we regquired by LXAS 10 Employos
Botwtit:

b, Prmcwpal actuarial assumplions used
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<. Sensitivity analysis The sevmitivity analysis below has been determined based on @ method

that extrapolates the impact on the defined benefis obligation as a wesult of reasonable
changes in key assumplions oocurning M the end of the reporting posiod. The sensibivity
araiysis may not e representative of an actual change m the defined baenefit obligation as i
= anrdikely that changes in assumptions would oocur in solation of ane ancther
The following table democstrates the sens@tivity t0 a2 wasocably posséble change in iho oy
assumptions  employed with all other variables held comstant in  the compdayment  Habadity
Mmeasurotent

30, OTHER FINANCIAL LIABILITIES

Recognition of fiancial liabiities The Board initially recognises loans and recesvables and debt socuritivs
issuod on the date when they are ariginatod. Al other financial linbilithes are mitially recognised on the
tracle dabe when the entity becomes a party to the cootractual provisions of the istrument. Other non-
derivative fmancial Babilities are inittally messured at faie value less any divectly attribustables transsctson
costs. Subsaguent to initial recognition. these liabilites are measured 2t amortsoed cost using the offective
interest method.

Other financial liabilities corsist of amount due o related partics, oty creditors including accrualks and
outstanding commission pavable.

Devecogntion of other financial liabilities A fimaswial liakbality is de-revagnised when the ablsgatson under
e Jiability & discharged or cancellod os enpires. When as oxisting financial lmbality & seplaced by
another from the same knder on substantially different ferms, or the berms of an wxisting [sability are
sulbstantially oeodifed, such an exchange or modification is treated as a de-racogn ition of the origine!
Hability arx] the recognition of a new Bability, and the difference in the respective canving amounts =
recognesed i the statesnent of profat oe loss,

3. OTHER LIABILITIES

Accoanting policy - Other Habilities Other labslitees include government levies payable other than
income tax payable and these Habilitios are not financial labilities s per LEKAS 29 - Finurscind Tres bra esents:
Recognition and Measurement, These Babilities are recorded at amounts expected ta be payable as at the
reporting date

32 REINSURANCE PAYABLES

Accounting policy - Recognition and messuressent of seimsurancs payables Reinsuraoce linbilities
represent balances due 1o insurance companses. Reinsuramce assets or llabilites are wle-recognesed whon
the contractual rights arc exttnguished or expine o5 when the comtract is transferred bos another party.

33 INCOME TAX PAYABLE

Accounding policy - Income tax payable Curront income tax liabillities for the currert preriod are measured
at the amount expected (o be pand ko the taxation authorithes Tax ratos amd tax laws wsed to corpute e
amount are thase that are enacted or substantively coacted at the reporting date in the countries where
The Board operabes amd gererates tasable inoome

Current Income tax refating o #ems recognised directly &n equily oe other comprehensive ecome =~
recognised in equity or other comprehersive income and mot in the statement of prafit or koss. The
marsgement periodically evaluates positions taken in the tax returns with respect bo sstusations in which
applicable tax regulations ane subject to mberpretation and establishes provisions whese appropriabe
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34 BANK OVERDRAFTS

Hank averdrafts, which form an integral part of caxh managemwnt ard savings ascounts are inclisded
“x & component of cash and cash equivalents for the purposes of the statement of cash flows, T the
statement of financial position, bank overdralts ane included under lialsllities The board haz no any
bank overdraft facilities obtained from the banks. Flowever, a Book overdralt balance is =hown in
Blance sheet

as. EVENTS OCCURRING AFTER THE REPORTING PFERIOD

Accounting policy - Events cocurring after the reparting period Events occumning. after the separting
perod are those events, tavourable and unfavourabie, that cocur between the reportieg date and the dawe
when the financial stabements are authorisesd for isse.

Al material post reposting date events bave been considered amd whers Appropriate, adjustosents o
disclosures have been made in the respective notes bo e Financial statensents

All pending Mtigation for «dsims has boeon ovaluated and adequate provistons have been made in the
financial statements where necessary
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[

NET PREMIUMS

1.1 Gross Written Premium
The premium income for the year by major classes of business is as follows.

Inward Reinsurance

SRCC & Tr Premium

General Insurance - Motor

General Insurance - Non Motor

National Natural Disaster Premium

Medical scheme for Parliamentory members

2018
Rs.

4,056,395,150
4,581,640,544

2017
Rs.

3,683,389,120
4,036,282,848

1.2 Contribution collected for Agrahara medical Insurance Scheme

Contribution from Members
Contribution from the Treasury
Pensioners Insurance Scheme
Semi Government Scheme

422,117,039 417,885,956
103,722,015 413,720,543
500,000,000 500,000,000
20,000,000 20,000,000
9,683,874,748 9,071,278,467
2018 2017
Rs. Rs.

2,959,518,379

2,154,586,499

750,000,000 500,000,000
101,282,200 58,785,600
206,620,325 13,150,500
4,017,420,904 2,726,522,599
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2.

FEES AND COMMISSION INCOME

Policyholder administration fees
Total fees and commission income

INVESTMENT & OTHER INCOME

Loans and receivables interest income

Interest income from Repurchase Agreements

Interest income from Debentures

Available for sales interest income
Interest income from Treasury Bills
Interest income from Treasury Bonds

Held to maturity interest income
Interest income from SLBD
Total investment income

Other Income

Interest on Savings Account - USD
Interest on Soft Loans

Interest on Staff Distress Loans
Disposal of Fixed Assets

Exchange Gain / loss

Other

NET BENEFITS AND CLAIMS

(a) Gross benefits and claims paid
Reinsurance
SRCC & Tr
General Insurance - Motor
General Insurance - Medical & Other
Crop Insurance
Disaster
Agrahara medical Insurance Scheme

(b) Claims ceded to reinsurers
Reinsurance
General Insurance - NNDIS

(CO) Gross change in contract liabilities
Reinsurance
SRCC & Terrorism
General Insurance - Motor
General Insurance - Medical & Other
Crop Insurance
Disaster
Agrahara medical Insurance Scheme

2018 2017
Rs. Rs.
6,467,415 6,350,874
6,467,415 6,350,874
2018 2017
Rs. Rs.

359,001,887

160,720,267

359,001,887

160,720,267

146,519,438
653,510,330

203,450,756
743,835,183

800,029,767 947,285,939
1,159,031,654 1,108,006,205
8,241,076 898,532
318,346 807,908
1,395,653 1,085,081
2,352,313 4,945,111
168,765,990 26,899,206
3,294,882 567,887
184,368,260 35,203,725
1,343,399,914 1,143,209,930
2018 2017
Rs. Rs.

(2.345,202,622)
(50,085,704)
(208,043,768)
(469,755,602)
(1,813,322,777)
(843,784.,556)
(4,033,304.251)

(2,039,286,678)
(12,314,131)
(202,402,854)
(151,205,332)
(1,593,396,750)
(4,699,472,888)
(2,757.161,073)

(9,763,499,280)

(11,455,239,706)

1,118,915.215
(4.909,984)
(19,577,104)
(44,120,899)
227,238,143
329,067,118
(51.700,769)

137,254,896
(7,003,676)
(11,331,084)
(289,394,804)

2,379,827,068
(131.604.,106)

1,554,911,720

(d) Change in contract liabilities ceded to reinsurers

Reinsurance
General Insurance - NNDIS

(e) Gross change in IBNR
Reinsurance
SRCC & Terrorism
General Insurance - Motor
General Insurance - Medical & Other
Crop Insurance
Disaster
Agrahara medical Insurance Scheme

Net benefits and claims

(335,594,771)
(681,171,372)

2,077,748,294

(191,629,545)
(48,049.749)

(1,016,766,143)

57.379.737
(21,072,197)
(85.,714,746)
(34,513,168)
11,361,907

(239,679,294)

(232,748,969)
22,833,384

(57,045,536)

(32,365,340)
133,625,924

(162,533,506) )
(230,202,544) (117,828,127)
(465,294,517) (283,528,663)
(9,690,648,221) (9,900,699,368)
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S. UNDERWRITING AND ACQUISITION COST
2018 2017
Rs. Rs.

Acquisition Cost (1,518,080,365) (1,452,274,432)

Profit Commission Expenses " (114,581,924) (102,726,775)
Change unearned commission reserve - SRCC " 31,900,594 29,656,526
Change unearned commission reserve - General " (804,112) (2,923,900)
Change unearned commission reserve - Reinsurance " (7,428,404) 87,442,074

(1,608,994,211) (1,440,826,507)

6. OTHER OPERATING AND ADMINISTRATIVE EXPENSES 2018 2017
Rs. Rs.
Auditors Remuneration 1,000,000 886,200
Employee Benefit Expenses 218,637,288 201,433,256
Administration and establishment Expenses 174,516,012 128,114,613
Selling Expenses 4,747,107 4,021,842
Depreciation of Property Plant and Equipment 12,452,639 7,316,750
Amortisation of Intangible Assets 273,100 112,292
Legal Fees 1,214,940 623,345
Sponsership 1,975,750 2,170,000
Total other operating and administrative expenses 414,816,836 344,678,298
2018 2017
6.1 Employee Benefit Expenses Rs. Rs.

Wages and salaries including bonus & incentives 139,453,031 128,427,751
Contributions to defined contributions plans

Employees' Provident Fund 16,864,127 16,660,178

Employees' Trust Fund 4,210,826 3,961,613
Other personal cost 50,184,122 46,513,552
Retirement benefit cost 7,925,182 5,870,163
Total employee benefits expense 218,637,288 201,433,256

6.2 Administration and establishment Expenses

Professional fees 9,114,800 5,212,934
Electricity 8,943,806 7,934,750
Telephone 6,249,270 4,291,367
Printing & Stationary 13,347,492 14,429,664
Postage 4,712,447 2,376,429
Office Rent 32,437,174 22,701,988
Nation building tax expense 1,889 13,772
Inspection & Assessing 14,180,405 10,987,007
Annual Fee & Cess To IBSL 23,373,046 20,074,632
Operating Lease Rental Expences 5,730,000 4,330,000
Travelling 8,594,211 4,318,213
Provision For Impairment 14,933,849

Other administration & establishment expenses 32,897,622 31,443,857
Total administration and establishment expenses 174,516,012 128,114,613
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2018 2017
7. INTANGIBLE ASSETS Rs. Rs.

Cost
At 1 January 2018 8,032,073 6,542,073
Additions 1,702,201 1,490,000
At 31st December 2018 9,734,274 8,032,073
Accumulated amortisation and impairment
At 1 January 2018 6,654,365 6,542,073
Amortisation 273,100 112,292
At 31st December 2018 6,927,465 6,654,365
Carrying amount
At 31st December 2018

2,806,809 1,377,708

The initial cost of fully ammortized Intangible Assets which are still in use as at reporting date, is as follows

At 31st December 2018 2018 2017
Software 6,542,073 6,542,073
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8.

8.

-

8.2

8.3

8.4

8.5

8.6

8.7

8.8

PROPERTY, PLANT & EQUIPMENT

Company Motor Vehicles qui‘::::m F“;::l:l:;es & Misc. Assets Total
Rs. Rs. Rs. Rs. Rs.

Cost/Valuation
At 1 January 2018 30,008,003 49,713,886 11,686,827 16,088 91,424,804
Additions 4,292,055 544,504 - 4,836,560
Revalued Cost 19,225,000 © 17,128,550 7,412,200 - 43,765,750
Disposals -
Transfers - Cost For Revaluation (30,008,003) (51,367,810) (11,760,849) (16,088) (93,152,750)
Disposals (7,500,000) - - - (7,500,000)
31st December 2018 11,725,000~ 19,766,681 7,882,682 - 39,374,363
Accumulated Depreciation -
At 1 January 2018 27,343,638 19,780,608 4,813,485 16,088 51,953,820
Depreciation 4,041,887 6,802,331 1,608,421 12,452,639
Disposals (833,333) (833,333)
Revaluation Acc. Depreciation (27,777,190) (20,741,268) (5,026,743) (16,088) (53,561,289)
Previous Month adjustment - - - -
31st December 2018 2,775,003 5,841,671 1,395,163 - 10,011,837
Carrying amount -
Carrying amount -
At 31 December 2017 2,664,365 29,933,278 6,873,342 - 39,470,984
31st December 2018 8,949,997 13,925,010 6,487,519 - 29,362,527

Revaluation of Proprty, Plant & Equipment

The Fixed Assets/ PPE were revalued during the financial year 2018 by a professionally qualified indipendant valuer,Messes
Prathap Chartered Valuation & Consultancy (Pvt.) Ltd.

the results of such revaluation was incorporated in these financial statements from its effective date which was 31st March ,2018.
Such assets were valued on an open market for an exsisting use basis.

The surplus arising from the revaluation was transferred to revaluation reserve.

Fully depriciated PPE in use

PPE includes fully depriciated assets which are in the use of normal business activities.
The initial cost of fully depriciated PPE which are still in use as at reporting date, is as follows.

2018 2017
Rs.
Motor Vehicles - 3,416,550
Misc. Assets - 16,088
- 3,432,638

PPE pledge as security for liabilities
There were no items of Property, Plant and Equipment in the Board, pleadge as securities for liabilities during the year as well as

last year.

Title restrictions on PPE

There are no restrictions that exsisted on the title of the PPE of the Board as at the reporting date.

Capitalization of Borrowing Cost

There were no capitalised borrowing costs relating to the acqustion of Property, Plant and equipment during financial year 2018

and last financial year 2017.

Temporarily idle property, plant and equipment
There were no Temporarily idle property, plant and equipment as at the year ended 3 1st December 2018. 2017 -Nil)

Compensation from third parties for items of property, Plant and Equipment
There were no compensation recieived/ receivable from third parties for items of property, plant and equpment that were imparied

, loss or given up.

Capital commitments

There are no significant capital commitments which have been approved or contracted for by the Board as at 31st December 2018.

The carrying amount of the freehold properties, if they were carried at cost less accumulated depreciation would have been as

follows:

Cost and accumulated depreciation of the revalued assets

2018 2017
Accumulated Carrying Accumulated Carrying
Item Cost Depriciation Amonut Cost Depriciation Amonut
Motor Vehicle 11,725,000 10,298,514 1,426,486 30,008,003 27,343,638 2,664,365
Office Equipment 54,005,942 23,804,082 30,201,860 49,713,886 19,780,608 29,933,278
Furniture & Fittings 12,231,332 5,706,542 6,524,790 11,686,827 4,813,485 6,873,342
Total 77,962,274 39,809,138 38,153,137 91,408,716 51,937,732 39,470,984
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.

FINANCIAL ASSETS Notes
Loans And Receivables 9.1
Available For Sale Financial Assets 9.2
Held to Maturity Financial Assets 9.3

Loans And Receivables

Held to maturity financial assets

Loans and receivables

Available-for-sale financial assets

Financial assets at fair value through profit or loss
Total financial instruments

Loans and receivables

Government Securities - Repo Investment
Debentures - Unquoted

Debentures - Unquoted

Refundable Deposits

Promissory notes

Total loans and receivables at amortised cost

Available For Sale Financial Assets

Government Securities - Treasury Bonds
Government Securities - Treasury Bills

106

2018
Rs.
2,345,377,459
8,329,240,037

2017
Rs.
1,898,174,131
6,263,253,661

10,674,617,497

8,161,427,792

2018
Rs.

2,345,377,459

2017
Rs.

1,898,174,131

2,345,377,459

1,898,174,131

2,345,377,459

1,898,174,131

2,345,377,459

1,898,174,131

2018
Rs.
5,440,453,783
2,888,786,255

2017
Rs.
5,504,936,441
758,317,220

8,329,240,037

6,263,253,661
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10.

10.1

10.2

10.2.1

11.

12.

"14.

PREMIUM RECEIVABLES

Reinsurance Receivable
Reinsurance Receivable Retro
Reinsurance Receivable NNIDS

Premium Receivable from :

Parliamentary Members insurance
Pension Agrahara

Primary Insurance to SRCC
Inward Reinsurance

General Insurance Motor

General Insurance Non motor

Premium Receivable Impairment

General Insurance Motor
Impairment Provision - Motor

General Insurance Non motor
Impairment Provision - Non Motor

SOFT LOANS

OTHER NON-FINANCIAL ASSETS

Interest Receivables

Advances & Prepayments
Refundable Deposits

Prepayment Reinsurance Premium
Staff Distress Loans

other receivable

Economic Service Charge

Cheque Return Receivable

Temporary Advance(from SRCC to NITF)

General Insurance Motor
Agrahara Department - NITF

DEFERRED COMMISSION

As at 1 January

Provision made /(released) during the year

At 31st December 2018

CASH AND CASH EQUIVALENTS

Petty Cash

Cash at bank

Cash in hand and at bank
Bank overdraft

Total cash and cash equivalents

2018
Rs.
1,321,391,889
147.376.867

ANNUAL REPORT 2018

2017
Rs.
2,157,672,249
2.416,428.672

1,468,768,756

4,574,100.,921

2018
Rs.

17,500,000
1,041,800

794,290,501

658,816,744

10.2.1 25,325,457
10.2.1 51,850,232

2017
Rs.

15,000,000

750,578,963
088456262

31,418,209

323,711,536

1.548.824.733

2.109.164.970

29,903,987 31,418,209
(4,578,530)
25,325,457 31,418,209

62,205,551 323,711,536
(10,355,319)
51,850,232 323,711,536

77.175.689

355,129,745

5,725,010 14,069,897
2018 2017
Rs. Rs.
4,632,720 7,286,308
44,345,250 4,670,250
- 10,466,315
33,593,020 27,578,377
1,736,405 195,140
7,492,108 -
3,218,251 585,481
- 1,868,093,066
973,009 973,009
2,489,102 2,489,103
98.,479.866 1,922,337.,050
2018 2017
Rs. Rs.
597,083,610 503,962,390
(40.,133,110) 93,121,220

620,751,687

597,083,610

2018

314,013
1,145,541,699

2017

233,577
1,133,408,921

1,145,855,712

1.133.642.497

(3,612,734)

1,142,242,978

1,133.642.,497
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15,

151

152

OTHER LIABILITIES

Notes
Other finmacial Habilites 15.1
Other non Grancisd lisbilities 152

O1ber fimancal liabalitees

Claim chegues SLIPS recumed payable
Unpeesiinted Cheque Payabie

Maonor peeminen Collecied
Commisson pavable - Reinsurince
Restatement Premium pasable

Annual fee and Coss pmahle

Refund Pavable

Accrued eapenes

Profs Commission Payabie

Obwer pavables

Temporary Advance| from SROC 10 NITF)

Other non financial Babilities

Convermmen Levies

108

018
R

918,102,569
160,673,765

2017
Rs,

2I8K633,737
2081 66,097

1.075.7 76,114

2A96T99.855

8319124
60,752,249
698,185
42434200
630548 407
2355486
4,174,728
14,700,957
134350471
16,762,402

12.263,329
SR04
17568215
A2434.24949
170708, 808
16,765,587
165,702
11,086,404
120407318
IRI7T2.5M2

1 BAR095. 066

915,102,369

2. 288433.737

2018 m?
Ry, R
160.6-73,765 208, 165,007
160673765 208, 165,057
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18. RETIRING BENEFIT OBLIGATION
Movements in present value of the retirement benefit obligation are as follows 2018 2017
Rs. Rs.
Balance at the beginning of the year 29,660,364 15,090,870
Add: Retiring gratuity expenses 18.1 (1,150,323) 14,569,494
Less: Benefits paid during the year - -
Balance at the end of the year 28,510,041 29,660,364
18.1 Retiring Gratuity Expense
Current service cost 4,802,206 4,042,659
Interest cost 3,122,976 1,827,504
Acturial (gain)/loss (9,075,505) 8,699,331
(1,150,323) 14,569,494
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RISK MANAGEMENT
Risk secnzoni o ule the initi
exposed to the following risks

ives that are undertsken o redoce or snitigate the Board's exposure (o losses, 1he Board is

Insurunce Risk Noa-life Insurance and Inward Reinsurance Contracts
Resmsurance

Financisl Risk Murker Risk
Liguidity Risk
Credit Risk
Operationnl Risk
INSURANCE AND FINANCIAL RISK'

Insurance risk

I'he principal risk the Bosrd faces under insurance contracts & that the aciual claims and benelit payments or the timing thereod, difter
from cxpecaations. This is inMuenced by the frequency of claims, severity of clinims. actus] beacfits paid. Therefiore, tla: objective of 1w
Baoand is 1o ensure that sufficient reserves are nvailobie 1o cover these Habilitios.

Ihe sk exposure is mitigated by diversificstion scrass 8 large portfolio ol insurance contracts, The variability of nisks is also
improved by caroful selection and implemerndation of underwriting strategy gui delines.

e Hoard principally issues the following types of general insurince contracts: Motoe, Marine, Fine, Engincering, miscelluncous

Hicalihcare comtracts provide modical expense coverage 0 polyholders. Risks under insurance policies wsually cover twelve months
durntson

For ge 1i inclading inward e unce, the most significant risks arise firom climate changes. nataral disasiers
and terrocist sctivities. For longer tuil claimes that take some years 1o seitle. there is also inflation risk. Foe healtheare controcts. the most
significant risks arise from lifestyle changes, epidemics amd medical science wnd technod Ry impr s

Fhvoso risks do not vary significantly in relation 1o the Jocation of the risk insured by the Boand. type of risk insurcd and by indusiry

The ubove risk exposure is mitigated by diversitication across a farge portiolio of insurance contricts ancas. The variability of risks is
improved by carcfial selection ard implementation of underwriting strategies, which are designed 1o ensuee that risks are diversaliced in
terms ol type of risk and level of insuned benelits, This is largely achseved throagh diversificstion across Industry sectors. Furthermsore,
steiet cluim review policies o assess all new and ongoing claims. eegalor detailed review of claims handling procedures and Trequest
ivestigution of possible frandulent claims are ull policies and procedurcs put in place 1o reduce the risk cxposure of the Board. The
Hoand further enforces a policy of aclively managing and promptly pursuing claims, in order 1o reduce its exposure o unpredictuble
fiture developments that can negatively impact the business. Inflation risk is mitignted by tuking expected inflstion inte account wisen
estimting insuramce contragt liabilities.

The purpose of these underwriting and reinsurance strategics i 1o lmit expossre (o cabsstrophes basod on the Board s risk appetise as
decided by manapement,

r an,  of Claims
The frequency and severity of claims can be nffecied by several factors, The Board underwrites mainly peoperty. engineering. wiolr.

miscell ident, marine, medical and personal accidemt classes. These ¢lasses of msarance are generally regarded as shon-wenn
msurance c where clinms are Hy intimated and settled within o shoet time span, This helps 1o mitignte insunisce cisk
Lroperty

Fos propesty msurance comtracts, the main perils are fire damage and other allicd periks und business imerrupton resulting therefen.

These contracts ane underwritten cither on repl value or ind fly basis with appropeiaie values for the interest insured. The
cast of rebuilding or repaicing the dumaged propertics, the time taken %0 reinstate the operutions o its pre-loss position in the cise of
besiness interruption and the bases of insurance are the main factoes that influence the level of claims.
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imeerin

For enginecring inserance contrscts. the main elements of nsks e boss or damige s inssred peogect works and resultand third party liabilities, loss or
oansagc 1o mnsured plant. machinery and Cquipment and resultant business mtarruption lisses. The extent ol'the loss or damssge i the main Fscior this
mfluences the kevel of claims

Maotor ;

For molur ssunmes contradts. the main dements of risks are claims arisan

OF wesured vehicks. The potentind court awasds for deaths and bodily inj
of claims

Miscellaneous Accident
loe miscellancous sceident dasses of msurance such as kiss ol
(hird panty liabakity and peotesskonal indeminity s underwritlen

i oul of death and bodily injury and damage 1o thind party propertics as well 4s thi
ury and the extast of damage 10 propertics are the key Factoes that influcnie the leve!

ey, inlibcdity oF emplovees, perseaal accident. workmen s COMPCsatio. travel. peneral

The extent of kass o damage and the potential court wards foe Tiahility clisscs ssv thie main factors that inflaence the kel of daims

Marine

In marine suresce the mam nsk clemants are kss ar danmage 1o isured carpn and hull doe 1o varous mishaps resulting in the il or partist loss cluims
The exieat of the koss o damago is the madn factor that inlsasces the leved oF Clanms.

Medical and Peesonal Accldent
I medical nsurance. the muxin risk elements ane iliness and wecidents il

velited healthcare costs. For personal sccident the mnin risks loments arc claines
arwing froes death andfor p o pantinl disabil

Gieographiend concentration of risks
The insurnnes risk arising from insurance contris {s pamanly concantrated m Sev | anka

Financinl Risk
i. Credit risk
Cradit sk is the risk that one party 10 a financial mstrument will Giuse a financisd Joss 80 the other porty by fallmg 1o dischunge an obdigntion

The alkening processes/activities reduces the credit risk of fmancial nstruments
- Cradi sk policy i hased an circulars snd gusddines issucd by the Ministry of Finance . The exposires & limiled to Governmsont Sceurites only

= The management evalumtos the exposure asd the new invesiments i mnstrumonts @ ceder 1 meduce the resks,
= I'he regulr revsew by the Hoard ulso minimises the creodt risks

INSURANCE AND FINANCIAL RISK {Cont...)

Premium receivables
All trade debts are momitoned oo a regulir basis with operating divisions,

Wi 07

Notes Rs Rs.
Loans and reocivables LA 2345377 4% LXUR T3
Avaslable foc sale fimancial assets °2 8.129.240.037 6.263.253.001
Premmm Recoivablos 1 1.548 824,735 2 1M 164 4970
Soll Leans " 5,725.010 14,069,897
Cushm Bsndd and  bank 4 I 145 855,712 1.133.042.497
13.375.022.9¢ LA NS, | 56

ii. Liquidity risk

Ligusdity risk is the osk tht the company will encoumer di(ficulty meling its limomcaal leabilitics tsat are scetled by delivering cash o amather Tinancial
assets and obbipati ssocimed with i 1l instruments

| lity rey N e itored on 2 hly bases mxl management easures that sufficient liquid funds are avadshic (o nwat any comenibments as they
L ¥

The fallowang polcscs and proscduncs s im plave W witigee the CUNRENYS CXPOSURT 10 IUiainy nsk ;

* Liquidity reguirconenss are moaitored 00 a moethly bisis and masagement ensines thit selYiciont Bquid funds are availabde 1> moel IOV COMEMIMmGnts s
they mese

* Coetingency fund plas arc im place, to mect the energency call of funds.
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W Market risk

Masket risk is the nisk that changes in market prices, such as forcign exchange rates and interest mtes will af¥oct the Boand s income of
the valwe of its financial instrnaments, The objective of market risk minagement is to manage and confrol market risk exposures within
uceeptable perametors, while optimizing the retum.

) lnferes rate risk
Interest rute risk is the risk thar the value or future cash flows of a linancial insteurment will Muctuste beeause of changes in market
inferest rates, Floating rate instruments ¢x pase to cash Now interest risk, whereas fixed interest rate intruments expose o fair value

interest risk. Board have invested in Government securities with fixed interest rates. Hence no signilicant intercst rate risk from the
change in markel interest rte,

b) Forclga currency risk

Foreign curmency risk is the risk that the value of a financial instrument will Nuctute due 10 changes in toreign exchanpe rates. he
Board is exposed o currency risk on transacticns in Forcign Currency with the other lsurers for Inward Reinsurance business

Management believes that there is minimal risk of significant losses dise to exchange rale fuctuations and comsequently the oand docs
not hedge its foreign currency exposur.
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CORPORATE INFORMATION

Name of Institute
National Insurance Trust Fund

Legal Form
Statutory Body established under the National Insurance Trust Fund Act No. 28 of 2006

Registered Office

No 95, UPTO Building,

Sir Chittampalam A. Gardinar Mawatha,
Colombo 02,

Sri Lanka

Contact Details
Telephone Numbers: +94 11 2026600
Fax Numbers: +94 112338778

Email: mail@nitf.lk
Corporate Website: http:// www.nitf.lk

Members of the Board -2018
Mr. Manjula De Silva (Chairman)
Mr. N. M. D. Nawarathne

Mr. Trevine Fernandopulle

Mr. Asendra Siriwardena

Mr. P. P. S. Rohana De Silva

Mr. Chandana Kumarasinghe
Mr.K.A.Vimalenthirarajah

Secretary to the Board -2018
Mrs. Udari Ranhotigamage

External Auditors

The Auditor General
No.306/72, Polduwa Road
Battaramulla

Bankers

Peoples Bank

Bank of Ceylon
National Savings Bank
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