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vision

Safety - net and protection for all needy sectors

mission

To participate in the social and economic development
of Sri Lanka through:

o Affordable, Efficient and progressive Insurance
Schemes for all needy segments in the society;

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

e Creating a reinsurance market in Sri Lanka to pro-

vide additional capacity to the local Insurance
Market.
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CORPORATE GOAlS

# Devsign and implement new insurance schemes for the benefit of intended
target groups

4 Devign and manage a Reinsurance scheme to capture at least 30% of the
reinsurance market

4 Avtomating the management of all schemes implemented by the NITF

# Develop Human resourcers to provide highly effective service to all beneficia-
ries.

4 Manage the investments of NITF to achieve a minimum return of 15% during
the next 5 year period.

4 Promote and encourage the stakeholders to participate in relevant insurance
schemes through education awareness programmers°.

4 Develop adequate infrastructure facilities to facilitate future operations of
nITF

# Strengthen and procedure of NITF

@ Establish a risk management unit and conduct market studies and provide
guidance to NITF on its future insurance activities.
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CHRAIRMAN 'S REVIEW

| take this opportunity with great pleasure to
present the Annual Report -2008 of National
Insurance Trust Fund which illustrates its
steady progress and growth and the dedicat-
ed service to the nation and the needy
people in Sri Lanka who needs the protection
from the natural and social hazards.

In spite of macroeconomic millieu under-
pinned by the global economic recession and
Sri Lankan financial crisis, the National Insur-
ance Trust Fund has recorded a Net Earned
Premium of Rs. 3,427,950,661 in 2008 which
is a 29% growth when compared to the Net
Earned Premium of Rs.2,654,902,681 in 2007.

Global Economy

The global economic crisis, which emerged
with the subprime lending has diffused from

USA to Europe and thereafter to the whole
world ultimately turned out to be a full blown
economic crisis which has resulted in the col-
lapse of insurance and financial institutions
such as American Insurance Group and Leh-
man Brothers. Consequently, this economic
crisis has adversely affected the international
trade of Sri Lankan firm and the insurance
industry

Sri Lankan Economy

The Sri Lankan economy was not spared the
stress caused by the global economic condi-
tions. While Sri Lankan insurance firms
proved to be more robust than some familiar
global counterparts, the failure of some large
unregulated deposit takers in late 2008
threatened to undermine the domestic finan-
cial system.

NATIONAL INSURANCE TRUST FUND

Page 6



ANNUAL REPORT 2008

Outlook

After the establishment of the National In-
surance Trust fund in 2006 as per the Nation-
al Insurance Trust Fund Act no. 28 of 2006
with its initial insurance scheme of Agrahara,
it has expanded its scope of insurance busi-
ness steadily with an inclination towards the
social welfare. By the end of 2008, it has
broaden its scope of insurance by implement-
ing Parliamentary Member’s insurance
Scheme, Motor Insurance Scheme, Foreign
Employment Insurance scheme and 20% Re-
trocession Program in addition to the existing
Agrahara insurance Scheme as well as the
Strike, Riot, Civil Commotion and Terrorism
Extension which has been absorbed from the
Ministry of Finance and Planning.

NITF’s Contribution of to the Nation and the
Insurance Industry

By implementing the Agrahara and Motor
insurance schemes at a very concessionary
and economical rates for government and
semi government sector National Insurance
Trust Fund has been able to conserve the
monitory resources of the government. By
implementing the 20% retrocession program,
the National Insurance Trust Fund has been
able to prevent foreign exchange outflow
substantially which in turn favorably affected
the national economic growth. Furthermore
the National Insurance Trust Fund has be-
come the only local reinsurer to provide rein-
surance services economically to the local
insurers relatively to the foreign re insurers.
By consolidating the Strike, Riot, Civil Com-

motion and Terrorism Fund, the National In-
surance Trust Fund has been able to provide
covers for social perils derived from Strike,
Riot, Civil Commotion and Terrorism activities
economically in collaboration with the gener-
al insurance companies. The financial per-
formance of NITF is elaborately illustrated in
Financial Review section

Appreciation

| take this opportunity to thank all our stake-
holders including our policyholders, clai-
mants, insurance brokers, reinsurers, rein-
surance brokers, assessors, loss adjusters,
intermediaries, clients, Technical Advisory
Committee members and Working Commit-
tee members of insurance companies who
participated in the Technical Advisory Com-
mittee Meetings and Working Committee
Meeting of Strike, Riot, Civil Commotion and
Terrorism Fund, Other officers of insurance
companies who interacted with us for the
Strike, Riot, Civil Commotion and Terrorism
and Reinsurance operation of the National
Insurance Trust Fund and all the other
stakeholder who have placed the trust and
confidence on us as well as who has given a
helping hand to us to achieve a successful
year of performance.

Senaka D. Abeygoonasekera
(Pdg, BBM (U.K.), MBA (U.S.A.), DIIR)
Chairman

National Insurance Trust Fund
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The National Insurance Trust Fund (NITF) was established
in 2006 under the National Insurance Trust Fund Act No.
28 of 2006 to provide benefits and safeguards against
unforeseen health risks, personal accident and damage to
property through contributory insurance schemes to be
operated by the Fund. In providing the benefits, NITF has
implemented the Agrahara Insurance Scheme, Parlia-
mentary Members Insurance Scheme, Motor Insurance
Scheme, VIDESA REKIYA” overseas employment insur-
ance Scheme, 20% Retrocession Program and absorbed

the Strike, Riot, Civil Commotion and Terrorism Fund.

The NITF is managed by a Board consisting of eight mem-
bers appointed by the Minister in charge of the subject of

Finance and constituted a follows.

*An Officer to represent the Ministry of Finance;

*Chief Accountant of the Ministry of Finance;

*An Officer to represent the Ministry of Health;

*A representative nominated by His Excellency the presi-

dent the subject minister

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 administrative responsibility of NITF lies under a
Chairman/CEO supported by managers and assistant

managers.
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ENVIRONMENTAL

REVIEW

Sri Lanka’s economy has recorded a growth of 6.6 per cent in
real terms during the first half of 2008, in comparison to 6.3 per
cent recorded during the first half of 2007. This is an encourag-
ing achievement, given the challenging environment stemming
from tight monetary policy to check inflation on the domestic
front, high and volatile oil prices, sharp increase in food prices
and global economic slowdown in the backdrop of global finan-
cial crisis on the external front. The growth momentum is ex-
pected to continue into the second half of the year, although at
a slightly slower pace and the economy is expected to record
an overall growth of around 6.0 - 6.5 per cent in 2008, com-

pared with 6.8 per cent registered in 2007.

The performance in the general insurance industry in Sri Lanka
has illustrated a relatively low growth rate in 2007/2008 rela-
tively to the previous years. The overall gross written premium
from long term and general insurance businesses added up to
Rs.58,166 million showing an annual growth of 12.11%, when
compared with previous year’s total of Rs.51,885 million and an
annual growth of 20.56%. The decline in the premium income
growth during the year has resulted in a lower GDP contribu-
tion of 1.32% when compared with the previous three years.
General insurance business with a gross written premium of
Rs.34,553 million (2007: Rs.31,156 million) accounted for
59.40% (2007: 60.05%) of the total gross written premium..

NATIONAL INSURANCE TRUST FUND
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The Gross Written Premium in General Insurance industry in
2008 displayed an enhancement of Rs. 34,552,939 com-
pared to Rs. 31,156,051 in 2007, Rs. 25,930,519 in 2006, Rs.
22,410,156 in 2005 and Rs. 17,037,359 in 2004. But the
growth rate of 10.9% in 2008 indicated the lowest when
compared to growth rate of 20.2% in 2007, 15.7% in 2006,
31.5% in 2005 and 25.9% in 2004.

Although the worldwide insurance industry has faced a re-
cessionary condition, the insurance industry in Sri Lanka was
able to achieve a growth, even though the rate of overall
growth in gross written premium has slowed down from
20.56% in 2007 to 12.11% in 2008. These growth figures ex-
clude premium income from motor insurance covers pro-
vided to government institutions by National Insurance
Trust Fund, micro insurance among lower-income groups,
Agriculture insurance provided by Agriculture and Agrarian
Insurance Board and Insurance covers provided to exporters
by Sri Lanka Export Credit Insurance Corporation as they do

not come under the purview of Insurance Board of Sri Lanka.
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CORPORATE

JOCIAl

RESPONSIBIUTY

Under pinned by the vision of “safety
net for all needy sectors”, the National
Insurance Trust Fund endeavors to
adore a corporate image to be a “Well
Responsible Corporate Citizen” accom-
panied by the social values such as
ethicality and sustainability.

National Insurance Trust Fund, has im-
plemented many insurance schemes
such as Agrahara Insurance scheme
and “Videsha Rekiya’ Overseas Em-
ployment Insurance Scheme with high-
ly concessionary premium.

Furthermore during the rate Making
process of the Strike, Riot, Civil Com-
motion and Terrorism Fund, highly
concessionary rates have been im-
posed for Personal Accident Covers
given to patriotic Sri Lankan Forces.
Consequently during the year 2008, the
Strike, Riot, Civil Commotion and

Terrorism Fund has paid a substantial
value of claims for casualties of the re-

lated to the terrorist activities.

NATIONAL INSURANCE TRUST FUND
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CORPORATE

GOVERNANCE

®» INTRODUCTION

The National Insurance Trust Fund was
established in 2006 under the National
Insurance Trust Fund Act No. 28 of
2006. Thereafter the Strike, Riot, Civil
Commotion and Terrorism Fund which
was established in 1987 in terms of a
cabinet paper had been absorbed into
the National Insurance Trust Fund un-
der the paragraph (1c) of the section
18 of the National Insurance Trust
Fund Act No. 28 of 2006, dated 29th
August 2006.

In pursuit of creating stakeholder val-
ue, the National Insurance Trust Fund’s
Corporate Governance practices have
been carried out giving due considera-
tion to the relevant areas of Corporate
Governance Code of Best Practices is-
sued by Institutes of Chartered Accoun-
tants of Sri Lanka and the Public en-
terprises Guidelines for Good Gover-
nance and Corporate Governance prac-
tices have been underpinned by the
salient corporate governance values
such as discipline, transparency, inde-
pendence, accountability, responsibili-
ty, fairness and social responsibility.

®» THE BOARD OF MANAGE-
MENT

The NITF is managed by a Board con-
sisting of eight members appointed by
the Minister in charge of the subject of
Finance, consisting an officer to
represent the Ministry of Finance, Chief
Accountant of the Ministry of Finance,
An officer representing the Ministry of
Health, An officer representing the
Ministry of Public Administration, Di-
rector General of the Insurance Trust
Fund Board of Sri Lanka and three oth-
er persons nominated by the Minister
to represent expertise in the fields of
Finance, Banking, Insurance, Manage-
ment and Law. The Minister is empo-
wered to appoint one person of the
Board as Chairman. In terms of the Act,
all members of the Board shall hold of-
fice for a period of five years from the
date of appointment. The names of the
Board of Directors are given in the
Board of Directors of NITF page

®» SUPPLY OF INFORMATION

The Board receives a set of timely, ac-
curate, relevant and comprehensive
Board Papers, which are circulated a
week prior to the Board meeting.

Meeting and the Board meets on a
monthly basis in order to make strateg-
ic decisions. During the year 2008 the
Board met 17 occasions.

NATIONAL INSURANCE TRUST FUND
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RISK
MANAGEMENT

®» INTRODUCTION

The appetite of the risk management of
the National Insurance Trust Fund has
been inclined towards risk Averseness.
When adopting Enterprise Risk Manage-
ment strategies following prominent risks
have been identified evaluating the quan-
tum of the impact / consequence and the
likelihood / plausibility of occurrence and
accordingly risk response strategies such
as avoidance acceptance, transfer, shar-
ing; elimination and management have
been adopted.

®» THE BOARD

The board’s role in managing risk is one
of its most important. The board is re-
sponsible for determining the risk man-
agement strategy as part of its responsi-
bilities to share holders. It is also respon-
sible for monitoring risk and internal con-
trols and communicating the organiza-
tion’s strategy to employees.

® STRATEGIC RISK

In order to ensure the accomplishment of
strategic objectives, the management of

the National Insurance Trust Fund has
been vigilantly monitoring the economic
developments and socio -political devel-
opments in Sri Lanka related to insurance
sector which may impact the strategic in-
tent of the National Insurance Trust Fund.

®» UNDERWRITING RISK

In order to mitigate the burden from esca-
lated claims costs due to possible occur-
rence of catastrophic events, the reinsur-
ance agreements with AON Re for the Na-
tional Insurance Trust Fund and with Wil-
lis Re for the Strike, Riot, Civil Commotion
and Terrorism Fund have been entered
with reinsurers who are having highest
credit ratings (i.e. Fitch credit rating,
Moody's credit rating, AM Best credit rat-
ing and Standard & Poor credit rating).

® BUSINESS RISK

Business risk has been mitigated through
diversifying into many strategic business
units such as Strike, Riot, Civil Commotion
and Terrorism insurance, Motor insur-
ance, Agrahara insurance, Foreign Em-
ployment insurance and reinsurance etc.

NATIONAL INSURANCE TRUST FUND
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®» FOREIGN EXCHANGE RISK

In order to eliminate the Foreign Ex-
change Transaction Risk the Reinsurance
Agreements have been contracted in the
home currency values for the payment of
the reinsurance premium.

®» INVESTMENT CREDIT RISK

In order to mitigate the Investment Credit
Risk to a minimal level, risk free invest-
ments in Treasury Bills, REPOs and Trea-
sury Bonds are made only in state banks.

®» OPERATIONAL RISK

Operational Risk is mitigated by compu-
terization of operations. Internal Audit
function of Strike, Riot, Civil Commotion
and Terrorism Fund has being outsourced
to Ernst & Young Chartered Accountants,
a well competent audit firm in order to
minimize the errors and discrepancies of
premium collection and claims payments
a well competent audit firm. Furthermore
the office operations have been compute-
rized in order to minimize errors and dis-
crepancies.

% CONCENTRATIN RISK

Concentration risk is mitigated through
diversification of investments into many
banks such as Peoples Bank, Bank of Cey-
lon and National Savings Bank.

®» LIQUIDITY RISK

Liquidity Risk or the inability to meet the
contractual obligations such claims pay-
ments, reinsurance payments and fund
transfers to the Treasury has been miti-
gated through diversification of invest-
ments with different maturities such as
Repos, Treasury Bills with different ma-
turities, Treasury Bonds with different
maturities and debentures.

® CLAIM SETTLEMENT RISK

Risk of potential disputes arising due to
fraudulent, legal and technical factors is
controlled through taking initiatives to
impose stringent regulations in approving
claims and segregation of duties in
processing of claims.

NATIONAL INSURANCE TRUST FUND
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AUDITOR'S REPORT

S &S 6¢Sme@sind
BOIBBIIITNT HOID HHILKE  Hamsooldbapsmib

AUDITOR GENERAL’S DEPARTMENT w
ed qo>s Ded qorxs o
RErC) }EF/I/S/?_()OS/OI 2105 @ P 55} 30 September 2010
My No Your No. Date

The Chairman,

National Insurance Trust Fund.

Report of the Auditor General on the Financial Statements of the National Insurance
Trust Fund for the year ended 31 December 2008 in terms of Section 14(2)(c) of the

Finance Act No.38 of 1971.

The audit of financial statements of National Insurance Trust Fund for the year ended 31
December 2008 was carried out under my direction in pursuance of provisions in Article
154(1) of the Constitution of Democratic Socialist Republic of Sri Lanka read in
conjunction with Section 13(1) of the Finance Act No.38 of 1971 and Section 17 of the
National Insurance Trust Fund Act No.28 of 2006. My comments and observations
which I consider should be published with annual report of the Fund in terms of Section

14(2)(c) the Finance Act appear in this report.

12 Responsibility of the Management for the Financial Statements

Management is responsible for the preparation and fair presentation of these
financial statements in accordance with Sri Lanka Accounting Standards. This
responsibility includes: designing, implementing and maintaining internal control
relevant to the preparation and fair presentation of financial statements that are
free from material misstatements, whether due to fraud or error, selecting and
applying appropriate accounting policies; and making accounting estimates that

are reasonable in the circumstances.

Heodd Ondew, sppHy FHEHD, INDEPENDENCE SQUARE,
emg® 07, & =0 Qanpby 07, Beomens COLOMBO 07, SRI LANKA

eSoome oeied qomes PecTeBa meid

QzreneBudl 2691151 uded @ev 2697451 - Guoulisd oaggov@sltnet.lk
Telephone. Fax No. E-mail.
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AUDITOR'S REPORT (conld.)

]

[
—

Scope of Audit and Rasis of Opinion

My responsibility is to express an opinion on these financial statements based on my
audit. Audit opinion, comments and findings in this report are based on review of the
financial statements presented to audit and substantive tests of samples of transactions
The scope and extent of such review and tests were such as to enable as wide an aundit
coverage as possible within the limitations of staff, other resources and time available to
me. The audit was carried out in accordance with Sri Lanka Auditing Standards to
obtain reasonable assurance as to whether the financial statements are free from material
misstatements.  The audit includes the examination on a test basis of evidence
supporting the amounts and disclosures in financial statements and  assessment of
accounting policies used and significant estimates made by the management in  the
preparation of financial statements as well as evaluating their overall presentation. 1
have obtained sufficient information and explanations which to the best of mv
knowledge and belief were necessary for the purpose of myv audit. 1 therefore believe

that my andit provides a reasonable basis for my opinion

Financial Statements

So far as appears from my examination and to the best of information and according to
the explanations given to me. I am of opinion that the National Insurance Trust Fund
had maintained proper accounting records for the vear ended 31 December 2008 and
except for the effects on the financial statements of the matters referred to in paragraph
2.2 of this report, the financial statements have been prepared in accordance with Sri
Lanka Accounting Standards. and give a true and fair view of the state of affairs of the
National Insurance Trust Fund as at 31 December 2008 and the financial results of its

operations and cash flows for the vear then ended.

NATIONAL INSURANCE TRUST FUND
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AUDITOR'S REPORT (conld.)

2:2 Non-compliance with Laws. Rules. Regulations and Management Decisions

The following non compliances with laws. rules, regulations etc. were observed

Reference to Laws. Rules, Non-compliance
Regulations and Management
Decisions

(a) Public Enterprises  Circular
No.12 of 2 June 2003

(1) Section 6.5.1 The annual financial statements should be
furnished to the Auditor General within 60 davs
of closure of the financial vear. However. the
fimancial statements for the vear ended 31
December 2008 had been  furnished on 6
September 2010 Accordingly, the delav in
furnishing the accounts was 1 vear and 6

months

(ii) Section 7.4.1 Audit and Management Committee meetings

had not been held

(h) Financial Regulations of the

Government of Sri Lanka

(i) F.R. 133 An Internal Audit unit had not been established

as required by the financial regulation

(i) FR. 756 The annual board of survev had not been
conducted  as required by the financial

regulation

NATIONAL INSURANCE TRUST FUND Page 17
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AUDITOR'S REPORT (conld.)

N
S}

31

Lack of Evidence for Audit

The following evidence for audit had not heen furnished

(a) A Corporate plan and an annual action plan approved bv the board of directors

(b) Approved and actual cadre of the staff

(c) Management report.

(d) Progress reports.

(e) Letters confirming debtors and creditors

Financial and Operating Review

Financial Results

The operating activities of the Trust Fund during the vear under review had resulted in
a swrplus of Rs.2.860,775.870 as compared to the operating activities of the Fund for the
vear 2007 which had resulted in a surplus of Rs.1,769,807.897 showing an improvement

of Rs.1,090.967.973 in financial results

Uneconomic Transactions

An accounting system to computerize the reimbursement and accounting of medical
bills had been formulated and introduced. However, it had not been properly
implemented even during the current vear. As a result. the expenditure of Rs.225.000
incurred in this regard in 2007 had become fiuitless. Further. the computers and human
resources relating fo this had not heen utilized for the performance of the institution in a

hest manner.

NATIONAL INSURANCE TRUST FUND
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AUDITOR'S REPORT (conld.)

5
33 I'ransactions of Contentious Nature
The following matters were ohserved
(a) The Fund relating to strikes. riots, civil commotion and terrorist activities had

been brought under the Tnsurance Trust Fund during May 2007 hy a gazette

notification on a decision made by the Cabinet of Ministers.

It was observed that proper manual of regulations was not in existence to
administer this Fund before it was brought under the National Tnsurance Trust
Fund. Net commission and profit commission had been paid to various agency
institutions in Sri L.anka for many vears. The amount so paid during 2006
2007 and 2008 amounted to Rs.410 million, Rs.461 million and Rs.561 million

respectively. The legal obligations of the fund to make such pavments could not

be understood in audit

(b) Reinsurance had been done in 2 institutions in order to
contingences that may arise due to the payments of compensation bv the Fund
on behalf of strikes, turbulence, civil commotion and terrorist activities which
comes under the Insurance Trust Fund. Tts minimum limit is Rs.500 million.

The maximum paid as compensation during the past 4 vears was Rs.50.8

million. In the circumstances. it was ohserved that the mainfenance

reinsurance limit at R« 500 million was

Rs.642.396.434 had been paid as reimbursable premia from 2004 to the vear
under review Instances to obtain any recoverv from the reinsurers had not

occurred for pavment of entitlements from the commencement of the Fund upto

now,

practicable A sum

face the risk of

NATIONAL INSURANCE TRUST FUND
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AUDITOR'S REPORT (contd.)

3:4

Management Inefficiencies

The following management inefficiencies were ohserved

(a)

The Fund relating to strikes, rints, civil commotion and terrorist activities had
granted a loan of Rs 537 million to the Galadari [ anka Hotels ¢ ‘ompany on
concessionary conditions. The loan and interest thereon had not heen recovered
for a long time. As such, it was decided by a Cabinet Memorandum of 20 April
2007 to convert the loan and the interest thereon as an entitlement of the

company.  But proper action had not heen taken in this regard unto now

Further. the loan halances recoverable from the loans granted to various
institution  wnder the said loan procednre as at  end of the financial vear
amounted 1o Rs.1.375 million. Of the loans granted. loans amounting fo Rs 242
million and 311 instalments of inferest had not heen recovered unto the date of

andit

Legal action had not been taken to tecover loans due from institutions with
prolonged delavs.  Though loans amounting to Rs.1.375 million had been
shown in current assets, provision had not been made in the financial reports for

the recoverv in suspension

NATIONAL INSURANCE TRUST FUND
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AUDITOR'S REPORT (conld.)

4. Systems and Controls
The Chairman was made aware of the deficiencies observed in the Fund from time to

time. Special attention is needed in respect of the following areas of control.

(a) Administration

(b) Preparation of corporate plan and action plan
(c) Internal audit

(d) Reinsurance

(e) System of computerization of accounts.

() Payments of insurance compensation.

(2) Collection of income instalments.

Sgd. H.A.S. Samaraweera
Acting Auditor General.

Samanthi /-

21
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JTATEMENT OF INCOME

For the year ended December 31,2008

(All figures in Sri Lankan Rupees)

2008 2008 2008 2007

Notes Agrahara & Other SRCC & Tr. Total Total
Revenue
Net Earned Premium Income 01 1,516,022,406.74 1,911,928,255.00 3,427,950,661.74 2,654,902,681
Benefits, Losses and Expenses
Insurance claims and benefits 02 (1,096,275,343.50)  (640,080,388.00)  (1,736,355,731.50) (1,423,044,038)

419,747,063.24 1,271,847,867.00 1,691,594,930.24 1,231,858,643
Other Revenue -
Investment Income 96,784,543.27 1,108,678,898.00 1,205,463,441.27 528,264,787
Interest on Soft Loans - 19,424,829.00 19,424,829.00 38,713,576
Other income 917,840.80 917,840.80
97,702,384.07 1,128,103,727.00 1,225,806,111.07 1,798,837,006

Expenditure -
Staff related costs 03 19,672,032.95 1,798,114.00 21,470,146.95 11,500,953
Administration Expenses 04 26,848,292.74 1,416,053.00 28,264,345.74 14,142,950
Finance & Other expenses 05 2,648,767.97 2,731,267.00 5,380,034.97 3,385,205
Total expenditure 49,169,093.66 5,945,434.00 55,114,527.66 29,029,109
Income over expenditure 468,280,353.65 2,394,006,160.00 2,862,286,513.65 1,769,807,897

NATIONAL INSURANCE TRUST FUND
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BRIANCE SHEET

NATIONAL INSURANCE TRUST FUND

BALANCE SHEET

As at December 31,

2008 2008 2008
Notes Agrahara & Other SRCC & Tr. Total
Assets
Non-current assets
Property. plant and equipment 06 26.476.697.86 18,183.083.10 44,659,780.96
Investments 691,999.822.97 7.057.178.793.00 7,749,178,615.97
718.476.520.83  7,075,361,876.10 7,793,838,396.93
Current assets
Receivables 07 214.197.705.56  1,774,304,282.90 1,988,501,988.46
Cash and cash equivalents 08 218.056,297.72 21,738,960.00 239,795,257.72
432.254,003.28  1.796.043.242.90 2,228,297,246.18

Total assets

Equity and liability
Equity
Accumulated Fund 09

Technical Reserves

Uncarned Premium 10
Deferred Commission 11
Liability

Non-Current Liabilities

Government grant
Profit Commission payable 12

Current Liabilities
Claim Payable 13
Other payables 14

Total equity and liability

| certify that the Financial Statement of the Fund comply with the requirements of the Sri Lanka Accounting Standards

Finance Manager

1,150,730,524.11

8.871.405,119.00

10,022,135,643.11

957,830,023.13

7,454,189,557.00

8,412,019,580.13

957.830.023.13

7.454,189.557.00

8,412,019,580.13

- 1.063.317.772.07 1,063,317,772.07
: (206,999,340.07) (206,999,340.07)
- 856.318.432.00 856,318,432.00
719.190.00 - 719,190.00
- 113.635.474.00 113,635,474.00
719.190.00  113,635.474.00 114,354,664.00

175.492,171.00
16.689.139.98

157,829,461.00
289.432,195.00

333.321,632.00
306,121,334.98

192.181,310.98

447.261,656.00

639.442,966.98

1.150.730,524.11

8.871.405,119.00

10,022,135,643.11

The Board of Directors are responsible for th Prcpcra;ijj:iP;semm ion of Financial Satements

Sign on behalf of the Board Vs

(All figures in Sri Lankan Rupees)
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JSTATEMENT OF CHANGES IN

ACOCUMUIATED FUND

(All figures in Sri Lankan Rupees)

As at December 31,2008
2008 2008 2008 2007

Notes  Agrahara & Other SRCC & Tr. Total Total
ACCUMULATED FUND
Accumululate d Fund as at 31.12.2007 489,549,669.48 6,093,959,259.00 6,583,508,928.48 4,814,245,088
Prior Year Adjustment (33,775,862.00) (33,775,862.00) (544,057)
Less: Contribution to Consolidated Fund (1,000,000,000.00) (1,000,000,000.00)
Income over Expenditure 468,280,353.65 2,394,006,160.00 2,862,286,513.65 1,769,807,897
Accumululated Fund as at 31.12.2008 95/7,630,025.13 1,494,159,55/.00 6,412,019,550.15 0,983,008,926

NATIONAL INSURANCE TRUST FUND Page 24



ANNUAL REPORT | 2008

CASHFIOW STATEMEAT

For the year ended Decmber 31,

(All figures in Sri Lankan Rupees)

2008

2007

Cash flow from operating activities

Net profit for the period
Less: Contribution to Consolidated Fund

2,862,286,514
(1,000,000,000)

1,769,807,897

Adjustments for:
Depreciation

Investment income
Unearned Premium Income
Deferred Commission

1,862,286,514

6,684,140

(1,205,463,441)
185,622,046
(45,682,112)

2,863,050
(528,264,787)
877,695,727
(161,317,228)

Operating profit before working capital changes

Decrease in receivables

Increase in Profit Commission Payable
Decrease in profit due to prior year adjustment
Decrease in Claim payable

Increase in Other payables

803,447,147

233,453,837
29,913,407

(33,775,862)

(269,501,000)
36,428,764

1,960,784,660

(1,710,110,856)
83,722,067
602,777,397

(162,149,790)

Net cash from operating activities

Cash flows from investing activities
Purchases of property, plant and equipment
Investment in Governent Securities

Proceeds of sale of equipment

Net Assets transferred from SRCC & Tr fund
Investment income

799,966,293

775,023,478

(26,136,012)
(2,299,835,376)
77,789

1,205,463,441

(23,102,704)
(5,449,343,240)
4,716,059,599

528,264,787

Net cash used in investing activities

(1,120,430,157)

(228,121,558)

Net increase/ decrease in cash and cash equivalents (320,463,864) 546,901,920
Cash and cash equivalents at beginning of the period 560,259,122 13,357,202
Cash and cash equivalents at end of the period 239,795,258 560,259,122
Analysis of cash and cash equivalents

Cash in hand and balances with banks 230,795,258 153,653,499
Short-term investments 9,000,000 406,605,623
Cash and cash equivalents 239,795,258 560,259,122

NATIONAL INSURANCE TRUST FUND

Page 25



ANNUAL REPORT | 2008

ACCOUANTING POUCIES

1.0 CORPORATE INFORMATION

National Insurance Trust Fund (“The Fund”) is incorporated and domiciled in Sri Lanka by
the “National Insurance Trust Fund Act, No. 28 of 2006”. The registered office of the com-
pany is situated at No. 70, D R Wijewardena Mawatha, Colombo 10 and the principal place
of business is located at the this address.

During the year of operation Strike, Riot and Civil Commotion and Terrorism Fund which
was under the Ministry of Finance & Planning was absorbed to National Insurance Trust
Fund.

2.0 SIGNIFICANT ACCOUNTING POLICIES

2.1 Basis of Preparation

The Financial Statements have been prepared under historical cost convention in accor-
dance with generally accepted accounting principles and the accounting standards laid
down by the Institute of Chartered Accountant of Sri Lanka.

The financial statements are presented in Sri Lankan Rupees (Rs.)

No adjustment for inflationary factors has been made in these accounts.

Where appropriate, the accounting policies have been explained in the succeeding notes.

2.2 Comparative Figures

The accounting policies have been consistently applied by the Fund and are consistent with
those used in the previous year. Previous year's figures have been rearranged wherever ne-
cessary to the year's presentation
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ACCOUNTING POIICIES (conld.)

2.3 Capital Commitments

There were no Capital commitments as at Balance Sheet date.

2.4 Cash Flow Statement

Cash Flow Statement is prepared using “indirect method”

2.5 Related Party Transactions

There were no related party transactions.

2.6 Post Balance Sheet Events

All material post balance sheet events have been considered and where appropriate adjust-
ments or disclosures have been made in respective notes to the financial statements
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ACCOUNTING POUCIES (contd.)

2.7 Assets and bases of their valuation

2.7.1 Property, Plant & Equipments

The Property, Plant & Equipments are recorded at cost

The Property, Plant and Equipment is the cost of purchase together with any expenses incurred
in bringing the assets to its working condition for its intended use.

Expenditure incurred for the purpose of acquiring, extending or improving assets of permanent
nature by means of which to carry on the Fund.

Depreciation

The provision for depreciation is calculated by using straight line basis on the cost of all prop-
erty, plant & equipments in order to write off such amount over their estimated useful lives by
equal annual installments as follows

Plant & Machinery Over 10 years
Furniture & Fitting Over 08 years
Office Equipments Over 06 Years
Computers Over 05 Years
Motor Vehicles Over 05 years
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ACCOUNTING POIICIES (conld.)

2.7.2 Investments

Investment are shown at Cost

2.7.2 Receivables

Collect ability of premiums, interest and other receivables is reviewed on an ongoing basis.
Debtors other Receivables which are known to be uncollectible are written off.

2.7.3 Cash & Cash Equivalents

Cash & Cash Equivalents are defined as cash in hand, demand deposit banks for the purpose of
cash flow statement, Cash and Cash Equivalent consists of cash in hand deposit in bank net of
outstanding bank over draft.

2.8 Liabilities & Provision

2.8.1 Unearned Premiums

Unearned premiums are those proportions of the premium written in a year that related to the
period of risk subsequent to the Balance Sheet date. The unearned Premiums are calculated on
the 24t basis of Gross Premium.

2.8.2 Deferred Commission

Deferred Commission represents net commission relates to unearned premium
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ACCOUNTING POIICIES (conld.)

2.8.3 Profit Commission

Profit Commission is calculated and paid in two installments. First installment is paid after six
months after end of the accounting period and the second installment after twelve months after
end of the accounting period.

2.8.4 Claims Payable

Claims comprise of approved claims which are not paid during the relevant financial year and
the provision for outstanding claims which are declared by the members of the fund together
with the related expenses and deductions made for reinsurance and salvage recoveries if avail-
able.

2.8.5 Other Payables

Other payables are stated at their cost

2.8.6 Other Provisions

All known provisions as at the Balance Sheet date have been fully provided for in the accounts.
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ACCOUNTING POIICIES (conld.)

2.9 Revenue & Expenses

2.9.1 Revenue

Revenue is recognized to the extent that it is probable that economic benefit will flow to the
Fund and the revenue can be reliably measured. The following specific recognition criteria
must also be met before revenue is recognized.

a. Premium Contributions

Premium Contributions are recognized when they fall due.

b. Interest Income

Interest income is recognized as the interest accrues unless future collection is in doubt.

c. Others

Gains and losses of a revenue nature on the disposal of property, plant and equipment are ac-
counted for in the Income Statement.

All other income is recognized on an accrual basis.

2.9.2 Expenditure Recognition

All expenditure incurred in the running of the Fund and in maintaining the Property, Plant &
Equipments in a state of efficiency has been charged to revenue in a arriving at Net Surplus.
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NOTES TO FINANCIAL STATEMENTS

(All figures in Sri Lankan Rupees)

For the for the year ended December 31,

2008 2008 2008 2007
Agrahara & Other SRCC & Tr. Total
01. NET EARNED PREMIUM INCOME
Contribution from Members 595,339,833.06 - 595,339,833.06 578,628,923
Contribution from Treasury 480,000,000.00 - 480,000,000.00 346,711,759

Premium income - Motor
Premium income- Reinsurance

Premium income - Parliamentary members
Premium income - Foreign Employment
Gross Written Premium - SRCC & Tr

Premium Refunds

Gross Written Premium
Reinsurance Premium
Net Written Premium

Net Change in Reserves for unearned Premium

130,018,979.44
341,170,102.84

30,000,000.00
118,428,752.50

2,317,492,759.00

130,018,979.44
341,170,102.84
30,000,000.00
118,428,752.50
2,317,492,759.00

2,178,012,010

1,694,957,667.84
(178,935,261.10)

(4,604,167.00)

2,312,888,592.00

(215,338,291.00)

(4,604,167.00)
4,007,846,259.84
(394,273,552.10)

3,103,352,692
(322,844,342)

1,516,022,406.74

2,097,550,301.00

(185,622,046.00)

3,613,572,707.74
(185,622,046.00)

2,780,508,350
(125,605,669)

1,516,022,406.74

1,911,928,255.00

3,427,950,661.74

2,654,902,681

02. BENEFITS LOSSES & EXPENSES
Spectacles 140,094,899.00 - 140,094,899.00 116,023,254
Hospital Charges 122,404,017.87 - 122,404,017.87 159,807,438
Child Birth 82,353,616.00 - 82,353,616.00 45,184,773
Accidents 24,661,636.00 - 24,661,636.00 11,111,783
Medical Charges 261,629,904.05 - 261,629,904.05 50,947,235
Heart Attacks 119,824,506.00 - 119,824,506.00 62,678,516
Cancer 21,946,633.00 - 21,946,633.00 5,818,421
Normal & Accidental Death 238,245,289.00 - 238,245,289.00 86,032,765
Motor Claims 30,590,383.63 - 30,590,383.63
Vedesharakiya Claim Expenses 10,401,500.23 - 10,401,500.23
Reinsurance Claim Expenses 24,854,738.72 - 24,854,738.72
Medical Insurance M P 19,268,220.00 - 19,268,220.00 -
Net Claims Incurred -SRCC & Tr. - 79,182,967.00 79,182,967.00 425,106,776
Net Commission - 357,797,472.00 357,797,472.00 307,533,091
Profit Commission - 203,099,949.00 203,099,949.00 152,799,986
1,096,275,343.50 640,080,388.00 1,736,355,731.50 1,423,044,038
03. STAEE COSTS
Gross salary 15,423,907.56 1,619,491.00 17,043,398.56 8,882,525
EPF - 12% 1,321,151.32 134,667.00 1,455,818.32 662,462
ETF 337,307.93 28,701.00 366,008.93 181,131
Overtime and holiday pay 536,962.09 15,255.00 552,217.09 411,433
Other allowances 1,121,218.89 - 1,121,218.89 1,363,402
Casual wages 931,485.16 - 931,485.16
19,672,032.95 1,798,114.00 21,470,146.95 11,500,953
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NOTES TO FINANCIAL STATEMENT (conid.)

(All figures in Sri Lankan Rupees)

For the for the year ended December 31, 2008 2008 2008 2007
Agrahara & Other SRCC & Tr. Total
04. ADMINISTRATION EXPENSES
Traveling 278,299.00 5,431.00 283,730.00 161,129
Depreciation 5,854,436.21 829,704.00 6,684,140.21 2,863,050
Rent 2,480,253.75 - 2,480,253.75 1,880,415
Water 99,602.14 - 99,602.14 75,881
Electricity 1,263,958.44 - 1,263,958.44 628,808
Staff welfare Expenses 547,017.27 59,211.00 606,228.27 195,420
Telephone 933,412.88 84,647.00 1,018,059.88 751,181
Printing and stationary 3,814,392.75 148,509.00 3,962,901.75 1,462,434
Office maintenance 4,869,503.10 79,104.00 4,948,607.10 2,256,638
Janitorial maintenance 158,820.00 - 158,820.00 28,000
Inspection & Assessing 453,189.60 - 453,189.60 7,742
Professional fee 205,750.00 - 205,750.00 1,130,519
Meeting Expenses 111,925.00 - 111,925.00
Consultancy fee 1,832,969.50 - 1,832,969.50 316,300
Internet & Email expenses 448,500.00 - 448,500.00 287,500
Fuel Expenses 108,990.00 - 108,990.00 26,000
Vehicle Insurance 124,241.95 119,948.00 244,189.95 196,144
Staff Training 421,041.15 - 421,041.15 94,600
Newspaper and periodicals 41,004.05 - 41,004.05
Security Charges 175,304.00 - 175,304.00
Postage 2,436,350.00 27,268.00 2,463,618.00 1,751,057
Vehicle Maintenance 189,331.95 62,231.00 251,562.95 30,131
26,848,292.74 1,416,053.00 28,264,345.74 14,142,950
05. FINANCE & OTHER EXPENSES
Bank Charges 22,810.27 181,936.00 204,746.27 166,237.27
Internal Audit Fee 339,922.00 75,000.00 414,922.00 1,322,000.00
External Audit Fee - 1,992,000.00 1,992,000.00 72,000.00
Loss of Disposal - 32,556.00 32,556.00
Technical Advisory Committee Attendance fees - 199,500.00 199,500.00 201,000.00
Working Committee Attendance fees - 155,250.00 155,250.00 122,250.00
Technical Evaluation Committee Members fees - - - 34,500.00
Inventory Item - Written -off - - - 46,300.00
Miscellaneous Expenses 486,246.20 7,525.00 493,771.20 323,923.52
Advertising Expenses 1,799,789.50 87,500.00 1,887,289.50 1,096,994.50
2,648,767.97 2,731,267.00 5,380,034.97 3,385,205
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NOTES TO FINANCIAL STATEMENTS (contd.)

Note 6: PROPERTY PLANT AND
EQUIPMENT

(All figures in Sri Lankan Rupees)

Furniture
Motor Office & Misc.

Vehicles Equipment  Fittings Software Assets Total
Cost:
Balance as at 01/01/2008 12,995,300 6,260,154 5,821,731 3,597,500 197,508 28,872,193
Additions 16,316,966 6,903,111 368,237 2,547,698 26,136,012
Disposals - (77,789) - - - (77,789)
Balance as at 31/12/2008 29,312,266 13,085,476 6,189,968 6,145,198 197,508 54,930,416
Depreciation:
Balance as at 01/01/2008 1,845,558 791,045 427,332 527,125 40,669 3,631,728
Charge for the year 2,599,060 1,895,032 824,686 1,359,526 5835 684140
Disposals for the year (45,233) - - T (45,233)
Balance as at 31/12/2008 4,444,618 2,640,844 1,252,019 1,886,651 46,503 10,270,635
Written Down Value as at
31/12/2008 24,867,648 10,444,632 4,937,949 4,258,547 151,005 44,659,781
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NOTES TO FINANCIAL STRATEMENTYS (contd.)

(All figures in Sri Lankan Rupees)

As at December 31,2008 2008 2008 2008 2007
Agrahara & Other SRCC & Tr. Total
07. RECEIVABLES
Premium receivable from BFE 14,553,052.50 - 14,553,052.50 210,483,190
Premium Receivable other 174,535,964.79 - 174,535,964.79
Interest Receivable 20,508,614.90 17,774,953.00 38,283,567.90 47,903,056
Premium Receivable SRCC & Tr - 381,344,808.00 381,344,808.00 404,370,185
Economic Service Charge 2,000,000.00 2,000,000.00
Advances receivable 342,876.01 - 342,876.01 100,000
Soft Loans - 1,374,977,411.00 1,374,977,411.00  1,557,816,372
Stationary stock 32,334.90 32,334.90 24,690
Refundable Deposit 663,132.36 - 663,132.36
Prepaid Insurance - 174,776.00 174,776.00 48,882
Cheque return Receivable from members 1,594,065.00 - 1,594,065.00 1,209,450
214,197,705.56  1,774,304,282.90 1,988,501,988.46  2,221,955,826
08. CASH AND CASH EQUIVALENTS
Cash at bank 218,046,297.72 12,738,960.00 230,785,258 153,643,499
Cash in Hand 10,000.00 - 10,000 10,000
Short term Investments 9,000,000.00 9,000,000 406,605,623
218,056,297.72 21,738,960.00 239,795,258 560,259,122
09. ACCUMULATED FUND
Accumulated fund 489,549,669.48  6,093,959,259.00 6,583,508,928  4,814,245,088
Prior year adjustments - (33,775,862.00) (33,775,862) (544,057)
Less: Contribution to Consolidated fund (1,000,000,000.00) (1,000,000,000)
Income over expenditure 468,280,353.65  2,394,006,160.00 2,862,286,514  1,769,807,897
957,830,023.13  7,454,189,557.00 8,412,019,580  6,583,508,928
10. UNEARNED PREMIUM
Balance as at 31/12/2007 - 877,695,726.07 877,695,726 752,090,059
Provision for the year - 185,622,046.00 185,622,046 125,605,669
Balance as at 31/12/2008 - 1,063,317,772.07 1,063,317,772 877,695,727
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NOTES TO FINANCIAL STATEMENTS (conld.)

11.DIFFERED COMMISSION

Balance as at 31/12/2007 - 161,317,228.07 161,317,228 137,662,657
Provision for the year - 45,682,112.00 45,682,112 23,654,572
Balance as at 31/12/2008 - 206,999,340.07 206,999,340 161,317,228
12. PROFIT COMMISSION PAYABLE
Profit Commission payable(Payable in 2010) - 113,635,474.00 113,635,474 83,722,067
- 113,635,474.00 113,635,474 83,722,067
13. CLAIM PAYABLES
Claims Payable 175,492,171.00 157,829,461.00 333,321,632 602,777,397
175,492,171.00 157,829,461.00 333,321,632 602,777,397
14. OTHER PAYABLES
Accrued Expenses 9,540,928.41 187,146.00 9,728,074 937,864
Other Payables 205,146.19 9,130,086.00 9,335,232 2,726,482
Road Safety tax payable 255,097.95 - 255,098 7,285,222
Profit Commission Payable - 180,869,259.00 180,869,259 142,636,670
Claim cheques/SLIP returned payable 1,002,411.37 - 1,002,411
Audit fee Payable - 1,146,000.00 1,146,000 801,000
VAT Payable 5,685,556.06 7,073,913.00 12,759,469 12,385,090
Reinsurance Payable - 91,025,791.00 91,025,791 102,920,243
16,689,139.98 289,432,195.00 306,121,335 269,692,571
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fFiNANCIAI
REVIEW

Gross Written Premium

2,008
SRIC&TC 2,312,888,592.00
AGRAHARA - TREASURY 480,000,000.00
AGRAHARA - MEMBERS 595,339,833.06

PARLIAMENTORY MEMBERS 30,000,000.00

FOREIGN EMPLOYMENT 11842875250
MOTOR 130,08979.44
REINSURANCE 30,170,102.84

2008 - GWP Composition

1 REINSURANCE
8
B MOTOR
B FOREIGN %
EMPLOYMENT

%

1 PARUIAMENTORY
MEMBERS
1%

ISRCATC
58%
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fFinancial

REVIEW (conid.)

During the year 2007 there were only two
insurance schemes implemented in the Na-
tional Insurance Trust Fund and they are
were the Agrahara Scheme and the Strike,
Riot, Civil Commotion and Terrorism Covers.
Out of the two Strikes, Riot, Civil Commotion
and Terrorism Extension recorded 70 % of
the total Gross Written Premium while the
Agrahara scheme recorded only 30%.

But the year 2008, the businesses have ex-

panded into Parliamentary Insurance
Scheme, Motor Insurance Scheme, Reinsur-
ance and Foreign Employment Insurance
Scheme and they have recorded Rs. 30 Mil-
lion, Rs. 118 Million, 130 Million, Rs. 341 Mil-
lion and Rs. 118 Million respectively. While
Strikes, Riot, Civil Commotion and Terrorism
Extension recorded a slightly higher Rs. 2,312
Million which is 0.05% higher than the pre-
vious year. Agrahara scheme in total has rec-
orded Rs. 1075 Million which is also slightly

higher than the previous year.

Trend Analysis of Gross Written Premium

GWP (Agrahara & Other)
2500
2000
c
=]
= 1500
3
c
= 1000
-4
-
500
,
2006 2007 2008
W Agrahara &
31890 | 92534  1,694.96
Other
B SRCC& TC 2,17801  2,312.89

When analyzing the trend of the Gross Writ-
ten Premium in the Agrahara division in total
has increased substantially in both years.
That is in 2007 190% and in 2008 83%. Whe-
reas in the Strike, Riot, Civil Commotion and
Terrorism Extension, the growth trend is
very trivial.
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Premium. The growth of Net Profit over the

”ﬂnﬂalnl three years are illustrated in the under men-

tioned graph.
REVIEW (conld.)
Net Profit
4000
Net Profit Analysis c
S 3000
S 2000
2008 - Net Profit Composition < 1000 .
Agrahara & Other 5
468280353.7 0]
2006 2007 2008
m Seriesl| 73.45573 | 1769.807 | 2862.286

SRECRTC
Re. 2354006160
845

2007 - Net Profit Composition

Agrahara& Other
Rs. 395991717
2%

SRCC&TC
Rs.1373816180
8%

Although from 2007 to 2008, the increase of
Gross Written premium is trivial in the Strike,
Riot, Civil Commotion and Terrorism division,
the Net Profit has recorded an increase from
Rs. 1,373,816,180 to Rs. 2,394,006,160,
which is 74%. From 2007 to 2008, in the
Agrahara and other divisions have shown a
moderate growth of 15% from Rs.
395,991,717 to Rs. 468,280,354 which is rela-
tively to the growth rate of Gross written
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2007 2008
REVIEW (conld.)
Motor

Invesiments Rs. 118 million invested in the year 2008 and

. Rs .112 million received as maturity value.
Reinsurance

Investment amount in the year 2008 was Migrant
Rs.86 million and Maturity value is Rs.88 mil-
lion. In the year 2008 ,Rs.127 million invested

and maturity is Rs. 130 Millio million in the
year 2007,representing a 10% growth.

SRCC & TR FUND

The Investment amounts (T- Bills & T- Bonds)
of the Fund increased from Rs. 5697 million
in year 2007 to Rs. 7712 million in year 2008
representing an increase of around 35%.

10000
=
S
g 5000
v
o
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2007 2008
Agrahara

Investment value in the year 2008, was Rs. 376
million compared to the Rs. 320 million in the
year 2007. The maturity values in the year 2008
was Rs. 413 million compared to the Rs. 376
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fFinAanciAi

REVIEW (conld.)

Agrahara

Insvrance

Government has provided benefits to safeguard
the officers in the public service against unfore-
seeable risks related to health, personal acci-
dent through medical scheme called “ Agraha-

”

ra-.

According to the public administration circular
No. 12/2005, dated May 18,2005, public officers
are entitled to receive benefit of the above
medical insurance scheme and it is mandatory
to deduct the premium of Rs. 75/- per month
from the salary and contribute to National In-
surance Trust Fund.

The primary function of the Revenue Division is
to collect and deposit cheques which are re-
ceived from the government institutions in
island wide , relevant to the above mentioned

scheme.

In 2008 , We introduced a paying slip system to
send with the monthly recovery cheques and
allocated file numbers for each and

650,000 public employees in 1750 institutions
are registered under the medical insurance
scheme.

NATIONAL INSURANCE TRUST FUND

Year Contribution
Amount

2006 166,095,126
2007 578,628,923
2008 595,912,608
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Motor

Insvrance

Subsequent to the establishment of the Nation-
al Insurance Trust Fund, in the later part of the
2007 the Motor Insurance Scheme was intro-
duced to insure the vehicle owned by Govern-
ment institutions (Compulsory) and vebhicles
owned by semi Government institutions (Op-
tional). NITF offers Motor Vehicle Insurance to
Government and Semi-Government Institutions
at an affordable price premium, which is esti-

mated to be fast growing area for the NITF.

In order to facilitate effective speedier claims
payment processes, a densely populated highly
competent team of assessors has been em-
ployed throughout the island who promptly acts
for inspections when claims intimations are

made.

MOTOR INSURANCE PROFITABILITY ANAYSIS
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During the year 2008, total premium of Rs.
198,201,939 and it has made a total claims
payment of Rs. 28,187,903.

NATIONAL INSURANCE TRUST FUND
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REVIEW (contd.)

Re-Insvrance

The extra ordinary gazette of Democratic Socialist
Republic of Sri Lanka No: 1528 /20 dated Decem-
ber 19, 2007, empowers the National Insurance
Trust Fund (NITF) to accept Compulsory reinsur-
ance cession from the local general insurance
market. NITF has fixed the compulsory cession at
20% of the general reinsurance program (subject
to provisions to be specified) of each insurance
company transacting general insurance business.
NITF is also empowered to transact direct general
insurance according to the Extra Ordinary Gazette

No 1615/20dated 20th August 2009.

Since then NITF is the one & only authorized insti-

tution who can engage in reinsurance business in

Sri Lanka. Since 1st January 2008, the NITF is en-
gaging in reinsurance business by accepting 20%
compulsory reinsurance cession of all local gener-
al insurance companies, by retaining large portion

of the foreign currency within the country.

As the Local re insurer, the NITF has protected his
risk exposure with most reputed re insurers in the
world with the brokerage of AON Re which is the
largest reinsurance broker in the world.

The NITF retrocession arrangement is headed by

GIC & BEST Re.

REINSURANCE PROFITABILITY ANALYSIS
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Jtrike, Riot, Civil Commotion&

Terrorisrm Extension

The Strike, Riot, Civil Commotion and Ter-
rorism Fund was administrated by a
committee consisting of all the insurers
and until August-2005 following the ac-
quisition of the National Insurance Corpo-
ration Ltd. by the Janashkthi Insurance
Co. Ltd. Thereafter the management of
the Fund has been transferred to the Min-
istry of Finance & Planning.

The SRCC & T Fund was operating without
any legal status until March 2007 but as
per the new Act No. 28 of 2006- the Na-
tional Insurance Trust Fund Act, it had
been absorbed to National Insurance
Trust Fund and presently the Fund under
the National Insurance Trust Fund.

In the year 2008 the growth of the SRCC
& T Fund has been exceptionally well re-
cording the highest ever gross revenues
from the inception of the SRCC & T Fund.
The Gross Written Premium (GWP) of the
Fund increased from Rs. 2,185.3 million
in year 2007 to Rs. 2,314.7 million in year
2008 representing an increase of around

PROFIT  RS.
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6%. The Accumulated Fund in the year
2007 was Rs. 6.09 billion. It has grown up
to Rs. 7.5 billion in the year 2008. The net
surplus, which is the underwriting surplus
plus the investment income in the year
2008, was Rs. 1,798 million compared to
the Rs. 992 million in the year 2007. The
investment income in the year 2007 was
Rs. 535.5 million compared to the Rs.
609.1 million in the year 2006,
representing a decline of over 12% due
to the transfer of proceeds to the invest-
ments into Consolidated Fund.

The total investment under the manage-
ment year 2008 was Rs. 8,480 million,
out of the total investment Rs. 1,424 mil-
lion consisted of soft loans granted to or-
ganization affected by acts of terrorism.
These loans were granted in terms of di-
rectives received from the government.
No new loans have been granted during
the year 2008. The total amount of claims
paid from the Fund for the year 2008 was
Rs. 79 million.

NATIONAL INSURANCE TRUST FUND
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Overrcar Employment  Insvrance

Jcheme

This Insurance Scheme was established in June
2008 according to the agreement of National
Insurance Trust Fund with Sri Lanka Bureau of
Foreign Employment. This policy covers the Sri
Lankans who are in the range of ages of 18 to
65 years leaving Sri Lanka for foreign employ-
ment after obtaining the Insurance cover from
the NITF. The premium is Rs.800+VAT for two
years contracts and Rs. 850+VAT for three years
contracts. The total premium collected during
the year 2008 from the commencement of the
scheme in July 2008 is Rs. 109,069,435 and the
total claims payment in 2008 amounted to Rs.

10,401,501.
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THREE YEAR SUMMERY

NATIONAL INSURANCE TRUST FUND

STATEMENT OF INCOME AND EXPENDITURE

(All figures in Sri Lankan Rupees)

2008 2007 2006
Total Total Total
Revenue
Net Earned Premium Income 3,427,950,661.74 2,654,902,681 318,902,642
Benefits, Losses and Expenses
Insurance claims and benefits (1,736,355,731.50) (1,423,044,038) (242,465,993)
1,691,594,930.24 1,231,858,643 1,231,858,643
Other Revenue -
Investment Income 1,205,463,441.27 528,264,787
Interest on Soft Loans 19,424,829.00 38,713,576
Other income 917,840.80
1,225,806,111.07 1,798,837,006 1,798,837,006
Expenditure -
Staff related costs 21,470,146.95 11,500,953 1,333,806
Administration Expenses 28,264,345.74 14,142,950 1,508,940
Finance & Other expenses 5,380,034.97 3,385,205 138,170
Total expenditure 55,114,527.66 29,029,109 2,980,916
Income over expenditure 2,862,286,513.65 1,769,807,897 1,795,856,090

NATIONAL INSURANCE TRUST FUND
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THREE YEAR SUMMERY

NATIONAL INSURANCE TRUST FUND

BALANCE SHEET (All figures in Sri Lankan Rupees)
2008 2007 2006
Notes Total Total Total
Assets
Non-current assets
Property, plant and equipment 06 44,659,780.96 25,240,464.97 1,461,388.00
Investments 7,749,178,615.97 5,449,343,239.97 -
7,793,838,396.93 5,474,583,704.94 1,461,388.00
Current assets
Receivables 07 1,988,501,988.46 2,221,955,825.65 511,844,970.00
Cash and cash equivalents 08 239,795,257.72 560,259,122.00 13,357,202.00

Total assets

Equity and liability
Equity
Accumulated Fund
Capital reserve

Technical Reserves
Unearned Premium
Deferred Commission

Liability

Non-Current Liabilities
Government grant

Profit Commission payable

Current Liabilities
Overdraft

Loan repayable with in a year
Claim Payable

Other payables

Total equity and liability

NATIONAL INSURANCE TRUST FUND

09

10

11

12

13
14

2,228,297,246.18

2,782,214,947.65

525,202,172.00

8,412,019,580.13  6,583,508,928.81 94,102,009.00
8,412,019,580.13 _ 6,583,508,928.81 94,102,009.00
1,063,317,772.07 877,695,727.11
(206,999,340.07)  (161,317,228.07)
856,318,432.00 716,378,499.04
719,190.00 719,190.00 719,190.00
113,635,474.00 83,722,067.00
114,354,664.00 84,441,257.00 719,190.00
333,321,632.00 602,777,397.02 -
306,121,334.98 269,692,570.92 431,842,361.00
639,442,966.98 872,469,967.94 431,8472,361.00

10,022,135,643.11 8,256, 798,652.79 526,663,560.00
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CORPORATE INFORMATION

+» Name of the Institution:

National Insurance Trust Fund

% Legal Form

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

*» Registered Office

National Insurance Trust Fund

No. 70 D.R. Wijewardana Mawatha

Colombo 10

% Auditors:

External: Auditor General, Auditor General’s Department

Internal: Internal Audit is done by the Internal Audit Department

+ Bankers: Peoples Bank, Bank of Ceylon, National Savings Bank
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