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1. CORPORATE PHILOSOPHY
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VISION

SAFETY-NETAND PROTECTION,
FORALL NEEDY SECTORS
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MISSION

To contribute to the social and economic development of Sri LanKa
through:

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

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

o Creating a reinsurance market in Sri LanKa to provide
additional capacity to the local Insurance MarKet.
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CORPORATE VALUES
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Credibility

Integrity

e Accountability

Financial Stability

e Professional Management
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2. GOALS AND OBJECTIVES
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> Implement insurance schemes for the benefit of intended target groups
covering all segments of society.

> Design and manage a reinsurance programme to capture minimum of 50% of
the reinsurance market.

> Automate the management of all schemes implemented by the NITF.

> Develop human resources to provide highly effective service to all
beneficiaries.

> Manage the investments effectively to achieve a maximum return to
shareholders during the next 5 year period.

> Promote and encourage the stakefiolders to participate in relevant insurance
schemes through educational awareness programmes.

> Develop adequate infrastructure facilities to cater to the future operations of
NITF.

> ‘Establish a risk management unit and conduct market studies and provide
guidance to NI'T'F on its future insurance businesses.
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3. MEMBERS OF THE BOARD OF
NATIONAL INSURANCE TRUST FUND -
2012
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Mr. ]. Dadellage Dr. Lohitha Samarawickrama Mr. W. H. Piyadasa

(Board Member) (Board Member) (Board Member)

Mr. N. Kulasekera Mr. A.K. Seneviratne

(Board Member) (Board Member)
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Presentation of Annual Report -2012

On behalf of the NITF Baord | am previlaged
to present the Annual Report of National
Insurance Trust Fund for the year ended
2012.

The Net Earned Premium Income of NITF in
2012 amounted to Rs.3.02 billion as against
to Rs. 2.5 billion in 2011 which is a slight
increase. The Net Profit in 2012 remained at
Rs. 2.1 billion which is slightly lower than
2011’s Net Profit of Rs. 2.2 billion. The
financial performance of NITF is elaborately
emphasized in Performance Review section.
NITF continued to implement socially inclined
insurance schemes such as “Agrahara” Health
insurance scheme, Parliamentary Members
insurance scheme. The management of the
special account in respect of issuance of
insurance policies for strike riot, civil
commotion and terrorism covers, general
insurance businesses undertaken in terms of
the Order by His Excellency the president
under section 2 of the NITF Act No 28/2006,
and accepting 20% mandatory cession on
reinsurance placements by the insurance
companies, have mainly contributed for
performance achieved during the year under

review.

In addition during the year 2012, several
strategic initiatives has been proposed such
as to increase the 20% mandatory cession to

12

30% and to turn around the Agrahara
Medical insurance scheme.

Appreciation

| take this opportunity to convey my thanks
to the Minister in Charge of the subject of
Finance, Secretary to the Treasury for the
guidance, the officials of Ministry of Finance
and Planning and officials of IBSL, for their
corporation extended to the Board.

My special thanks to the members of the
Board for their valuable contributions and
valued clients and business partners for the
trust and confidence placed on us.

Our employees are our foundation. Their
dedicated service is the only way forward for
the success of NITF Board. | convey my
sincere appreciation to the dedicated team
led by managers and assistant managers of
NITF Board for their commitment.

Sgd,

D. Widanagamachchi

Chairman
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5. MANAGEMENT DISCUSSION AND
ANALYSIS
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5.1 GENERAL ENVIRONMENTAL REVIEW

Review of the Insurance Industry

During the year 2012, there were 21 insurance companies registered with the Insurance Board of Sri
Lanka in operation. The insurance sector as a whole, accounted for about 3% of the total assets of the
Financial sector. However, the industry continued to be dominated by a few large insurers, with two
companies accounting for over 60% of the assets of the entire insurance sector. The growth in the
insurance market was adversely affected by the low growth in vehicle imports caused by the sharp
increase in vehicle import duties coupled with high leasing rates. The drop in demand for unit-linked
life insurance products as a result of the weak performance of the equity market and the low growth in
housing loans due to high interest rates also had a negative impact. Nevertheless, the Non - Life
Insurance market grew by 14.65% and the Life Insurance market by 6.56% in 2012 with signs of a
potentially better performance emerging in future years with the gradual improvement in macro-
economic conditions. Insurance penetration, which measures the level of insurance activity, is low in
relation to the size of the Sri Lankan economy when compared with other Asian countries. Insurance
penetration measured in terms of the total premium as a percentage of GDP and the insurance density
which relates the total premium to the population accounted for relatively insignificant levels of 1.15%
and Rs. 4,287 respectively.

Role of the NITF

During the year 2012, NITF contributed by providing risiliancy towards the sustained economic
development of the country This contribution of the NITF has been done by providing various insurance
covers such as health insurance schemes, general insurance schemes and reinsurance. The Agrahara
medical insurance scheme is carried out for Government sector work force responsible for the major
development activities in Sri Lanka and shoulderedthe risks of the economy through Reinsurance
scheme.

14
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5.2.1 SEVEN YEAR FINANCIAL REVIEW

Chart- 5.01: Past Trend in Staff Related

Chart- 5.02: Past Trend in Net Profit

Costs

StaffRelated Costs

Rs. Million

The pattern staff related expenses displayed
consistant increase over the seven years while
in 2012 the increase is slightly high due to
higher recruitment rate. it recorded Rs.72
million while in 2012 it is the highest. This is due
to recruitment of new employees as well as

increase in the salaries and wages.
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The pattern of the Net Profit displayed an
increasing trend over the 4 years till 2009., and
thereafter reduced substantially in 2010 due to
reduction in demand for terrorism cover. In
2011, it has decreased slightly by 7% relative to
2010. While 2010 — 2012, it decreased slightly.
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Chart- 5.03: Past Trend in Accumulated
Fund
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The accumulated fund has grown till 2010to a
Rs.9,695 million but reduced by 12% in 2011
compared to 2010. Further, Fund has been
reduced to Rs.5,913 million as at end of 2012.
As a result of imposing a levy over and above
annual net profit for the year 2012 on retained
profit transferred to the Fund, accumulated

Fund has been eroded.

16




NATIONAL INSURANCE TRUST FUND | ANNUAL REPORT 2012

FINANCIAL PERFORMANCE — 2012

CATEGORY WISE CLASSIFICATION OF PREMIUM

INCOME

Table-5.01a: CATEGORY WISE CLASSIFICATION OF PREMIUM INCOME

CATEGORY 2012 2011 2010
Rs. Rs. Rs.

01.NET EARNED PREMIUM INCOME
Premium income —Gvt. Motor 206,595,378 215,199,457 237,386,267
Premium income — Reinsurance 463,610,216 198,551,912 296,078,296
Premium income — Parliamentary members 10,000,000 10,000,000 10,000,000
Premium income — Foreign Employment 54,577,250 208,799,952 231,968,216
Premium income — Non Motor 104,047,985 170,876,837 149,796,387

Premium Income- SRCCT

Premium Refund
Gross Written Premium

Reinsurance Premium

Net Written Premium

Net Change in Reserves for neared Premium
Net Earned Premium

2,281,210,351

2,006,556,886

1,874,425,103

(34,291)
3,120,006,892

(26,080)
2,809,958,964

(4,194,863)
2,795,459,406

(1,304,600) (179,367,937) (132,180,421)
3,118,702,292 2,630,591,027 2,663,278,785
(95,954,471) (141,879,032) 225,260,471

3,022,747,821

2,488,711,994

2,888,539,456

Table-5.01b: CONTRIBUTION TOWARDS AGRAHARA MEDICAL INSURANCE

SCHEME
2012 2011 2010
SOURCE Rs. Rs. Rs.
Contribution from Govt. Employees 588,435,521 623,424,037 595,140,400
Contribution from Government 275,000,000 494,299,000 442,790,000
Total 863,435,521 1,117,723,037 1,037,930,400

17
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Table-5.02: TREND ANALYSIS OF PREMIUM INCOME AND CONTRIBUTION INCOME

(All Figures in Sri Lankan Rupees)

Contribution Income

Agrahara Health Insurance Scheme

Premium Income Motor

Premium Income Reinsurance

Premium Income General Insurance (Non Motor)

Gross Written Premium - SRCC & TR

Total Premium Income

2007 2008 2009 2010 2011 2012
925,340,682 1,075,339,833 1,013,898,510 1,037,930,300 1,117,653,037 863,435,521
130,018,979 244,352,905 237,386,267 215,199,457 206,595,378

341,170,103 473,434,837 296,078,296 198,551,912 463,610,216

148,428,753 216,086,561 391,764,603 389,676,789 168,625,230

2,178,012,010 2,317,492,759 2,420,345,104 1,874,425,103 2,006,556,886 2,281,210,354
3,103,352,692 4,012,450,427 4,368,117,917 3,837,584,669 3,927,638,081 3,983,476,699

Member Contribution for Medical Insurance Scheme

The Government employee who is elegible to be a member of the scheme monthly contributes to

the scheme by paying a sum of Rs.75. Since revenue recognition is on cash basis. Annual revenue

varies upwards and downwards. There should be marginal increase in contribution, due to new

recruitments.

18
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REVIEW OF THE INSURANCE SCHEMES

The National Insurance Trust Fund was established in 2006 under the National Insurance
Trust Fund Act No. 28of 2006. With its inception, a mandate was given to NITF to

implement dedicated insurance schemes for the benefit of needy segments of the society.

i. Medical Insurance Scheme for Government Employees (Agrahara)

The Medical Insurance scheme which was established in 1997 for the benefit of
government officers is known as Agrahara Health Insurance scheme. It
commenced its operations with an initial payment of Rs. 11 per member per
month. Subsequently as per a decision taken by the Government in 2005, premium
of Rs.75 per month was deducted from the monthly salary from all pensionable
Government Officers towards the scheme. Until such time as the Sri Lanka
Insurance Corporation was privatized, the scheme was implemented by the Sri
Lanka Insurance Corporation. But with its privatization, the Government took over
the scheme with effect from 1% January 2006 and implements it as a separate

Government scheme under the National Insurance Trust Fund.

ii. Strike, Riot & Civil Commotion & Terrorism Fund (SRCC&TF)

The SRCC&T Fund was established in 1987 in terms of a Cabinet Decision made by the

Cabinet of Ministers, with the objective of providing additional insurance cover on

Insurance Policies, extended to cover against loss / damage to property and or

personal health, accident, bodily injuries occurring due to strike, riot, civil

commotion and terrorist activities within the geographical limits of Sri Lanka, issued
19
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by all members of the Fund who are licensed General Insurance Organizations in
Sri Lanka. From 1987 onwards the Fund has been administered by the

National Insurance Corporation.

With effect from 01.08.2005, the Fund was administered by the Ministry of
Finance and Planning taking over from the Janashakthi Insurance Co. Ltd, the
successors of National Insurance Corporation. Subsequently, with incorporation
of NITF all monies lying to the credit of the SRCC&T Fund was taken into to
the NITF.

Eventually, these money were transferred to the special account of maintained
by NITF

Parliamentary Members Insurance scheme

The NITF has introduced an Insurance Scheme for Parliamentary members.
Under this scheme the 225 members of Parliament are benefited. This scheme

provides following benefits for Parliament members:

1. Accident insurance cover up to Rs. 5 million
Accidental death Rs. 5,000,000.00
Complete disability due to an accident Rs. 5,000,000.00
2. Medical Insurance cover per year Rs. 200,000.00

20
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iv. Re-insurance Coverage to the Insurance Industry in Sri Lanka

NITF commenced acceptance of reinsurance risk in Sri Lanka, pursuant to the
provision of NITF Act. It is mandatory for General Insurance Companies in Sri Lanka
to obtain up to 20% of the total sum of reinsurance business. NITF has reinsured this

20% provision under retrocession programme up to end of October 2011.

V. Motor Vehicle Insurance Scheme (for the motor vehicles owned by the
Government)
Motor vehicles owned by Government institutions (optional) and Semi—government
institutions (optional) are insured against any risk of loss or damages and such losses
are borne by the Government. The NITF initially begun to offer Motor Vehicle
Insurance to the Government sector and thereafter extended it to private sector at an
affordable premium. Its comprehensive motor insurance will cover all damages by fire
and theft, third party damages (death and injury) and additional covers such as flood,

strike, riots, civil commotion and terrorism etc.

vi  General Insurance Scheme

Pursuant to the gazette notification No. 1615/20 issued on 20.08.2009 NITF has been given a
mandate to provide Fire Insurance policies, Marine Insurance policies, Workers Compensation

Insurance policies and Miscellaneous Insurance policies under the General Insurance Business.

21
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Agrahara Medical Insurance

“Agrahara” medical insurance scheme was implemented by the Sri Lanka Insurance Corporation in
event of circular issued by Treasury of Circular No: 12/2005 and it came under the purview of
National Insurance Trust Fund from 1°* of January 2006 for the benefit of Married Employees
Member, Spouse and Children (only if they are unmarried, unemployed and below 21 years old)
and Unmarried Employees — Member, Parents (only if the parents below 70 Years old)

The “Agrahara” medical insurance scheme has been introduced in order to uplift the living
standards of the public servants and provincial public servants and their families. Therefore
management has taken steps to expedite all claims received by us as early as possible.

National Insurance Trust Fund had implemented a new claims processing system after
implementing the e-card system to expedite the claims payment process as early as possible. The
Agrahara claims intimated which fulfilled all the necessary requirements have been paid within 3
working days after the introduction of e-card system. Under this insurance scheme the following
categories of benefits have been offered

1. Medical benefits against hospital charges:
Under these benefits such as hospital and nursing home charges, medical and surgical
expenses, Fees for medical consulting services or for specialist physicians’ service and
specialist services, indoor treatment etc. will be provided

2. Purchase of spectacles:

Under this scheme members are eligible to claim a sum of Rs.3,500/- to meet expenditure
on purchase of spectacle once in every 3 years.

22
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Heart Surgery Expenses (Cardiac):

Under these scheme members are eligible to claim a sum of Rs.400,000/- to meet
expenditure on pay for Heart surgery.

“Naya Surakum” loan guarantee scheme:
A loan guarantee for a value of ten times of the monthly salary will be provided and on

account of any sickness or total or partial disability, the debtor was to lose his life or his
usual means of livelihood the outstanding amount of the loan will be paid.

23
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Table-5.03:CLASSIFICATION OF AGRAHARA MEDICAL INSURANCE CLAIMS — YEAR 2012 (IN

NUMBERS)
CLAIM TYPE TOTAL CLAIMS CLAIMS PAID OUTSTANDING CLAIMS
RECEIVED CLAIMS REJECTED

Death 1,992 1,886 39 67
Disability 604 529 52 23
Child birth 10,172 9,171 800 201
Cancer 356 320 22 14
Cardiac 495 488 03 04
Spectacles 59,256 51,229 2,275 5,752
Other 30,833 27,675 1,956 1,202
Government

hospital charges

for other illnesses

Other private, 17,551 14,112 1,332 2,107
hospital charges

for other illnesses

Kidney 06 05 01 -
Paralysis 07 05 01 01
TOTAL 121,272 105,420 6,481 9,371
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Motor Insurance

It is a basic requirement of the sri lanka government that all types of motor vehicles used on
public high ways should have at least a third party insurance cover. Through a comprehensive
insurance cover benefits can be extended to cover passengers, vehicles, buildings, etc.

Therefore NITF motor insurance has introduced a comprehensive motor insurance by providing
best service to the owner of the vehicle and third parties as well.

To Whom

From 2008 NITF is providing the motor insurance cover for all the government bodies which is
mandotary to them with all the necessary benefits.

We have taken another step ahead on 01/09/2009 and expanded our service by insuring the
private vehicles by aiming to provide extensive benefits with best service by settling claims

within a short period to private sector as well as government sector. However, during the year
2012, NITF confined its business to government sector.

Benefits

Normal comprehensive cover does not provide all types of perils . By the owner of the vehicle
has the option to get under mentioned perils, by paying an additional premium.

25
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Covers That NITF Offer

Covers That NITF Offer

Third Party Property Damage
Cover

PAB Driver/Pgs-SRCC Cover(PC)

PAB - Driver/Passengers
Cover

PAB Driver/Pgs-TR Cover(PC)

Duty Free Loading Cover

PAB Dr/CI/Atten-SRCC Cover (CMV)

Hire Purchase Cover

PAB Dr/CI/Atten-TR Cover (CMV)

Air Bags Cover

PAB Pgs - SRCC Cover (CMV)

Towing Charges Cover

PAB Pgs - TR Cover (CMV)

Windscreen Cover

PAB Emp/Rider - SRCC Cover (MC)

Learner Driver Cover

PAB Emp/Rider - TR Cover (MC)

WCI for
Driver/Cleaner/Attendant
Cover

PAB for Driver/Cleaner/Attendant Cover

Legal Liability for Passengers
Cover

Learner Driver Cover - PC/MC

Personal Accident Benefits
Cover- Emp/ Rider

Learner Driver Cover - CMV

Personal Accident Benefits
Cover- Emp/ Rider

Goods in Transit Cover- SRCC

Personal Accident Benefits
Cover- Emp/Pillion Rider

Goods in Transit Cover- TR

Goods in Transit Cover- Non
Hazardous Goods

Learner Driver Cover MCP

Goods in Transit Cover -
Hazardous Goods

Flood Cover

26
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Table-5.04:CLASSIFICATION OF MOTOR CLAIMS PAID
2011 2012
TOTAL TOTAL
NO OF NOOF | AMOUNT
CATEGORY CLIAMS | AMOUNT (RS.) | CLIAMS (RS.)
TRACTOR 4 63,136 6 3,415
PRIVATE CAR 603 47,904,785 685 | 45,993,550
MOTOR CYCLE 45 742,533 65 660,069
MOTOR COACH 79 10,291,531 142 6,579,077
LORRY/LAND VEHICLE 100 14,099,309 104 3,900,131
LORRY TRAILOR
DUAL PURPOSE
VEHICLE 379 31,187,672 531 | 30,946,886
VAN 1 61,550
TRADE PLATE
TRAILOR 1 24,596
TOTAL 1,211 104,350,516 1534 | 88,083,129
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General Insurance

Basic requirement of the Sri Lanka government that all types of Fire, Marine and Miscellaneous
Insurance.

To Whom

General Insurance Cover for all the Government Bodies which is mandatory to them with all the
necessary benefits.

Benefits

NITF has been providing the following insurance covers:

e Fire Insurance

e Contractors All Risk Insurance
e Electronic Equipment Insurance
e Marine Insurance

e Workmen Compensation

e Personnel Accident Insurance

e Health Insurance

e Travel Insurance

28
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Table-5.05: CLASSIFICATION OF GENERAL INSURANCE POLICIES

20 12
NO OF
POLICY CATEGORY pPoLICY
FIRE 3
MARINE = 110
PERSONAL ACCIDENT g 3
WORKMAN COMPANSATION z
INSURANCE 2
BURGLARY < 3
CASH IN TRANSIT - 4
ELECTRICAL EQUIPMENT - 7
CONTRACTORS ALL RISK * 17
PLANT AND MACHINERY h N/A
MEDICAL 4 15
TRAVELLING = 9
TOTAL 173

Table-5.06: CLASSIFICATION OF MEDICAL CLAIMS PAID —YEAR 2012

CLASSIFICATION OF MEDICAL INSURANCE CLAIMS PAID - YEAR 2011 & 2012

CATEGORY 2011 2012
(Rs.Million) (Rs.Million)

ACCIDENT 1.26 2.71
BIRTH CHILD 3.18 3.09
CRITICAL ILLNESS 0.00 231
DEATH 1.90 0.03
GOV.HOSPITAL 7.36 2.42
OUT DOOR 8.08 28.23
PVT HOSPITAL 31.79 72.07
SPECTACLE 4.32 8.21
TOTAL 69.78 119.08
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Strike, Riot, Civil Commotion & Terrorism
Extension

In terms of the Cabinet decision made in year 1987, the Strike, Riot and Civil Commotion fund (SR
& CC) was formed to meet claims on Insurance policies extended to include cover against SR & CC
and administrated by National Insurance Corporation. As the risk of Terrorism was not covered
under Standard policies and in response to public appeals made during the turbulent period
1988/89, the Government of Sri Lanka in 1989 decided to extend the scope of the SR & CC Fund to
extend the scope of the SR & CC Fund to include damage/loss caused by act of Terrorism and the
Fund was renamed as the Government Fund for Strike Riot & Civil Commotion & Terrorism
(hereinafter referred to as the SR & CC & TR Fund)

Thereafter the Strike, Riot & Civil Commotion and Terrorism Fund was taken into the Ministry of
Finance and Planning, and managed by the Ministry of Finance and Planning from 2005 onwards.
Ultimately, the Strike, Riot & Civil Commotion and Terrorism Fund was absorbed into the National
Insurance Trust Fund in 2007, National Insurance Trust Fund Act No. 28 of 2006.

After the absorption of Strike, Riot & Civil Commotion and Terrorism Fund all money credited to
the Fund in terms of paragraph (c) of subsection (1) of section 18 of the Act has been transferred
to a special account maintained by the National Insurance Trust Fund.

Membership of the Fund is obligatory to all direct Insurers registered under the Companies Act
and licensed to Transact General Insurance in accordance with the current legislation.
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The main activities of SR & CC & T Fund includes

e Collection of premium through Insurance Companies and remitting to the Fund and invest
at a higher rate.

e (Claim settlements are strictly monitored by the NITF and claims to be paid by Insurance
Companies and reimbursed by the SR & CC & TR Fund on the approval of the NITF Board
(The cover provided by the Fund is limited to varying maximum values under different
classes of Business as determined by the NITF time to time)

e The management of the soft loans granted to the institutions damaged due to terrorist
attacks which was administered by the Bank of Ceylon

The objectives of the Strike, Riot, Civil Commotion and Terrorism Fund are:

+* To establish the Fund out of the Strike, Riot & Civil Commotion and Terrorism component
of insurance premiums received by all the members of the Fund as defined in insurance
policies extended to include the risks of Strike, Riot & Civil Commotion and Terrorism
covered by the Fund.

++ To afford protection against loss/ damage to property/ or personal injury occurring due to
Strike, Riot & Civil Commotion and Terrorism activities as defined in the insurance policy
to such risks insured and situated within the geographical limits of the Democratic
Socialist Republic of Sri Lanka including those type of general insurance risk which
provides for an extension of the geographical limit.

% It could prevent valuable premium without going overseas by securing cover from very
own Sri Lankan Fund.

In 2012 Business year has been a robust performance of SR & CC & TR Fund by providing
combined GWP increased to LKR 2,270 Mn versus LKR 2,006 Mn in the previous year and
cash transferred to consolidated fund increased to LKR 4,200 Mn versus LKR 3,495 Mn in
the previous year.

SR & CC & TR Fund has convened 10 Working Committee meetings and 10 Technical Advisory

Committee meetings during year 2012 and the Working Committee and TAC set up to administer
to Fund have honoured 160 claims amounted to LKR 190 Mn as against to 25.3mn in 2011.
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Reinsurance

Reinsurance Department of National Insurance Trust Fund was established in the year 2008 to
undertake to carry out re-insurance business prescribed in the Gazette notification No.1528/20 of
19" December 2007 under the NITF Act, No. 28 of 2006. NITF has accepted 20% compulsory

cession of reinsured risks of General Insurance (non life).

The main objective, behind the establishment of this department, is to retain the foreign currency
in Sri Lanka. The Department extends Guideline and the necessary support to all primary
insurance companies in Sri Lanka with regard to the subject of reinsurance. Therefore NITF plays a

major and decisive role as the “National Reinsurer” in Sri Lanka.

It is compulsory, in accordance with the conditions specified in the subject Gazette notification,
all primary Insurance companies to cede 20% of their with NITF and responsible for settlement of
any claims submitted by any primary insurance company to sum equivalent to the accepted

liability.
The Insurance companies who deal with NITF are given below

1. Allianz Insurance Company Ltd.
2. Amana Takaful Insurance PLC

3. Asian Alliance Insurance PLC
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Aviva NDB Insurance PLC

Ceylinco Insurance Company Limited
Chartis Insurance Company

Continental Insurance Lanka Limited
Co-operative Insurance Company Limited

HNB Assurance Privet Limited Company

. Janashakthi Insurance Privet Limited Company
11.
12.
13.
14.
15.
16.
17.

LOLC Insurance Company Limited
MBSL Insurance Company Limited
Orient Insurance Limited

People's Insurance Limited
Sanasa Rakshana Samagama

Sri Lanka Insurance Corporation

Union Assurance Privet limited Company
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6. SUSTAINABILITY REPORTING
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Sustainability is firmly on the corporate
agenda — although as with many business
challenges, committing to a course of action
often proves difficult. Some believe, like
Peter Drucker, that the purpose of a firm

is to serve society.

But there is common ground, which is to
focus on the value that sustainability can
add to a business and society - its
contribution to the ‘triple bottom line’ of

profit, planet and people

Sustainability has a pragmatic and profound
impact on the strategy and operations of
firms today. It isn’t just about being ethically
responsible, it is about smart business.
Eliminating waste and inefficiencies makes
simple economic sense and produces real
bottom line impact. Sustainability initiatives
often combine tangible, short-term gains
with longer term benefits to generate new
sources of revenue and enhance intangible

assets such as brand and reputation.

Sustainability, when embedded throughout
an organisation, its strategy and operations,
can drive value across a number of

dimensions:

o Revenue generation — from new

products, services and markets.

o Cost control — resource efficiency,

lower energy consumption and waste

minimization.

Sustainability and the value it creates must

be quantified and linked to business

performance if the case for sustainability is
to be made and the benefits are to be

realized.

National Insurance  Trust Fund’s
sustainability strategies are aligned to the

core business where:

e The NITF has adopted a strategic
approach to sustainability.

* Business and the sustainability strategies
are inter dependent where all business
decisions stem from the sustainable
development and growth of the
organisation.
e The NITF strives to ensure that
sustainability is featured in all strategic
business decisions and also integrated to all

aspects of NITF’s operations.
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STAKEHOLDER GROUP 1 - GOVERNMENT

NITF increased its annual contribution to the
Consolidated Fund by giving the highest ever
amount of Rs. 4,200 million. Which is 20%
higher than the previous years contribution Rs.
3,495 million to the consolidated fund in 2011.
By continuing its past trend NITF has
contributed Rs. 2,000 million in 2010, Rs. 2,250

million in 2009 and Rs. 1,000 million in 2008.

Table — 6.01: Contribution
to the Consolidated Fund

FISCAL YEAR RS.
MILLION
2006 4,000
2007 -
2008 1,000
2009 2,250
2010 2,000
2011 3,495
2012 4,200

Chart —6.01: National Insurance Trust Fund’s
Contribution to Development of Country
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STAKEHOLDER GROUP 2 - CUSTOMERS

During the year 2012, NITF was able to maintain
its AAA RAM rating to maintain its customer
confidence to project NITF's claims paying
ability. NITF has being continuously updating its
RAM rating of AAA at the highest level.

NITF has made arrangements to compensate

over Rs. 67 million among 30 qualified

insurance claimants of Kilinochchi and

Mullaitivu districts on 19th November 2012 at
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the “Randora” auditorium of the Ministry of

Finance and Planning.

Under the Foreign Employment Insurance
Scheme, the NITF has provided insurance covers
for Sri Lankan housemaids who have been
working in Middle East countries during the
initial months of 2012. NITF has also been
carrying out the “Agrahara” medical insurance

scheme in a concessionary basis during 2012.

A project was formulated to issue e —card to
each public servant so that database for
“Agrahara” medical insurance membership can
be created and members would be privileged to
medical services from

obtain hospitals

conveniently.

STAKEHOLDER GROUP 3 — SOCIETY

During the Dayata Kirula Exhibition-2012 held in

Alayapatthuwa, Anuradhapura National
Insurance Trust Fund carried out a free eye
clinic and spectacle donation campaign. Also
NITF has given the protection of personal
accident covers for the Dayata Kirula exhibition

-2012

NITF has undertaken to construct and donate a

medical ward at Alayapatthuwa rural hospital

under Dayata Kirula Development program -
2012. For this purpose, a sum of Rs. 19.0m was
allocated in the budget of NITF and the

foundation stone was laid in February 2014.

STAKEHOLDER GROUP 4 — EMPLOYEES

Training and Development

The National Insurance Trust Fund believes in

business focused training to enhance
competencies and expertise in an attempt to
build a highly skilled workforce. As a newly
established institution related to Insurance field
NITF provided guidance to their employees to
enhance knowledge about Insurance and
Accounting. Therefore NITF have conducted
classes for employees who sit for Indian
Insurance Exams and as well as sponsored for
the exam fees. The classes were conducted by

professional lecturer in Insurance Industry.

Training programs were provided to the
employees in accounting section about the
Accpac ERP system that is currently use for

prepare financial accounts.
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Recreation

The “Annual Bak Maha Ullela” of National

Insurance Trust Fund was held in April 2012 at

the Henry Pedris ground.
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® INTRODUCTION

Enterprise governance is an emerging term
which describes a framework covering both
the corporate governance and the business
governance aspects of an organisation.
Achieving a panacea of good corporate
governance that is linked strategically with
performance  management will enable
companies to focus on the key drivers that
move their business forward. This is both a

challenge and an opportunity.

The key point to note about the framework is
that enterprise governance encapsulates two
dimensions of corporate governance processes
i.e. conformance and performance that need
to be kept in balance.

The conformance dimension covers issues such
as board structures and roles as well as
executive  remuneration. Codes and/or
standards can generally address this dimension
with compliance

being  subject to

assurance/audit.
The performance dimension centers on
strategy and value creation. The focus is on
helping the board to make strategic decisions,

understand its appetite for risk and the key

drivers of performance.
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At the heart of the enterprise governance

framework is the argument that good
corporate governance can help to prevent
failure, but it does not guarantee good
business performance. As it has been already
seen, corporate failures led to significant
efforts to reform the corporate governance
side of the equation in the early 2000s, but,
until more recently, there has not been as
much attention on the performance side in
terms of strategic decision making and
implementation. The enterprise governance
the

framework helps us to understand

importance of both conformance and

performance to the National Insurance Trust

fund’s long-term success.

The National Insurance Trust Fund carries out

its Enterprise Governance practices

underpinned by Corporate Governance Code
of Best Practices issued by the Institute of
Chartered Accountants of Sri Lanka and the
Public Good

Enterprises Guidelines for

Governance and Corporate Governance

practices while adopting the salient corporate

governance values such as discipline,
transparency, independence, accountability,
responsibility, fairness and social

responsibility.
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% FINANCIAL AND INSURANCE ACUMEN

During the year 2012, financial and insurance
competence is strengthened by the Board of

Directors and Chairman.

®» THE COMPOSITION OF NITF BOARD

The NITF is managed by a Board consisting 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, Director General of the
Insurance Board of Sri Lanka and three other
persons nominated by the Minister to represent
expertise in the fields of Finance, Banking,
Insurance, Management and 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 of
Directors are given in the Members of the

Board of National Insurance Trust Fund -2012

page.
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®» CODE OF CONDUCT

All management and staff are subject to a
formal Code of Conduct which places them
under specific obligations as to the ethics and
principles by which our business operations are
conducted. The Code of conduct of employees
of NITF is evaluated during the performance

evaluation once a year

% PROCUREMENT POLICY

The NITF has also introduced a comprehensive
Procurement Policy to be followed by staff
members involved in procurement activities.
Procurement activities are carried out based on

the NPA Procurement Guidline Manuals.

®» FINANCIAL STATEMENTS

The National Insurance Trust Fund presented its
Financial Statements in line with the Sri Lankan
Accounting Standards and other applicable laws
and regulations as well as IBSL regulations. The
NITF provide a detailed and transparent analysis
of performance and future strategies for

stakeholders to make prudent decisions
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® BUSINESS CONDUCT AND BUSINSESS
ETHICS

National Insurance Trust Fund adopted well
accepted business conducts and business ethics
for the behavior of its employees. Those
includes conduct in public, ethical business
standards and non-fraudulent  conduct,
protection and proper use of NITF assets,
avoiding conflict of interests, fair dealing when
dealing with insurance customers and clients of
NITF, proper use of computer systems of NITF,
customer satisfaction, compliance with laws

and regulations.

% THE ANNUAL REPORT 2012

The Annual Report 2012 of National Insurance
Trust Fund has been prepared to project an
overall view of NITF's affairs during the year

2012 in order to make informed decisions.

® SUPPLY OF INFORMATION

The monthly reports of performance and
minutes of previous Board meetings and Board
papers are circulated to members of the Board
well in advance to the Board meetings. The
Chairman and the Board meet on a monthly

basis in order to make Board decisions. During

the year 2012 the Board met 16 occasions.
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During the year 2012, 5 Audit Committee

meetings were also held.

® THE INTERNAL CONTROL

The Board is primarily responsible for the
Company’s system of internal controls and for
reviewing its effectiveness. Internal Auditors
and the management conduct frequent reviews
of the effectiveness of the Company’s system of
internal controls. The Audit Committee reviews
the findings of the Internal Auditors as well as
the management on the effectiveness of the
Company’s system of internal controls at least
once every quarter, and reports to the Board on

such reviews.

Plan the scope, Review of the Internal Audit
Reports and discussions and issues concerns
and management where necessary, Review of
the NITF's risk management strategy and
discuss and agree on further actions to be taken
to mitigate the risk, Maintain an effective
relationship with Internal/ External Auditors at
all times, Meet separately with Internal and

External Auditors to discuss matters relating to

NITF where necessary are the main activities.

During the year 2012, external audit is done by

the Auditor General’s department. During the
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year 2012, internal Audit functions including the
internal audit of departments and audit of the
Strike, Riot, Civil Commotion and Terrorism
Fund has been carried out by the Internal Audit

Department.

®» THE AUDIT COMMITTEE

The Audit Committee met 5 occasions during

the year 2012. The Audit Committee has
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performed practices to ensure compliance with
laws and regulations, the management and
monitoring of effectiveness of insurance
schemes with the focus of Financial Reporting,
External Audit, Compliance and Litigation, Risk
Control and Internal

Management, internal

Audit.
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CORPORATE GOVERNANCE COMPLIANCE

Corporate Governance Level of Compliance by National Insurance Trust Fund

Principle

Chairman and CEO Board has delegated authority to the Chairman to discharge reponsibilities of the
CEO.

Division of The Chairman is responsible for leadership of the Board. In particular, he will :

responsibilities e Ensure effective operation of the Board and its committees in conformity

with the highest standards of corporate Governance.

e Support the Senior Management in the development of the strategy and,
more broadly, to support and advice the Senior Management. Heads of the
Departments are responsible for leadership of the each division and
managing it within the authorities delegated by the board, in particular, he
will:

e Develop strategy proposals for recommendation to the Board and ensure
that agreed strategies are reflected in the business.

e Develop annual plans, constant with agreed strategies, for presentation to
the board for support.

e Plan human resourcing to ensure that the institution has the capabilities and
resources required to achieve its plans.

e Develop and Organizational structures and establish processes and systems
to ensure the efficient organization of resources.

e Be responsible to the board for the performance of the business in
consistence with agreed plans, strategies and policies.

e Lead the executive team, including the development of performance
contacts and appraisals.

e QOversee the return of the investments.
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Procurement

Committees

There was no standing Procurement Committee set up at departmental level.
Depending on value of the procurement minor or major procurement committee

were appointed, on case by case basis.

Audit Committee

The Audit Committee comprises of three non — executive directors. The Audit
Committee plays a vital role in the finance and administration where it has the
responsibility. A senior officer from the Auditor General Department participates as

an observer for the committee meetings.

e THE AUDIT COMMITTEE

During the year 2012, the Audit Committee established following scope of the Audit.

1. Determination of the responsibilities of the internal audit unit and review of the
annual audit plans.

2. Review and evaluate internal control system for all activities of the entity

3. Review performance at regular intervals for cost effectiveness and to eliminate
wasteful expenditure etc.

4. Liaise with external auditor and follow up with an Auditor General’s/ External
auditor’s management letters.

5. Ascertain whether statutes, regulations, rules and circulars are complied with.
6. Review financial statements to ensure compliance with Accounting Standards

7. Review internal audit / external audit reports, management letter for remedial
action.

8. Review implementation of recommendation / directives of the committee on
public enterprises

The Audit Committee met 5 occasions during the year 2012. The Audit Committee
has performed practices to ensure compliance with laws and regulations, the
management and monitoring of effectiveness of insurance schemes with the focus of

Financial Reporting, External Audit, Compliance and Litigation, Risk Management,
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internal Control and Internal Audit.

Board Meetings

During the year 2012, there were 16 Board Meetings and Members of the Board has
maintained an excellent records of attendance at the meeting. The attendance of

the members of the Board at the Board Meetings is detailed as follows;

Date of Appointment No. of Meetings attended

Mr. S D Abeygoonesekera  10.05.2010 03
Chairman
Mr D Widanagamachchi 09.10.2012 05
Chairman
Dr. L. Samarawickrama 11.06.2010 16

Board Member

Mr. A K Seneviratne 08.07.2011 16

Board Member

Mr. N Kulasekara 18.07.2011 16

Board Member

Mr. J. Dadallage 23.06.2010 10

Board Member

Mr. W.H. Piyadasa 10.07.2010 13

Board Member

There is great attention on Members of the Board to discharge their duties with
high ethical values and accountability in their commitment to good governance

practices. Strong business ethics, sound policies and procedures, effective and
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efficient monitoring systems are considered as ingredients of good corporate

governance system.

Accountability
and Audit

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 achieved.

Financial Report

The Board ensures that the Financial Statements of the NITF Board are prepared in
compliance with relevant Sri Lanka Accounting Standards and the requirements of

the Government, as stipulated in the Treasury circulars.

e THE ANNUAL REPORT 2012

The Annual Report 2012 of National Insurance Trust Fund has been prepared with
the objective of providing an overall assessment of NITF’s affairs during the year

2012 in order to make informed decisions.

e FINANCIAL STATEMENTS

The National Insurance Trust Fund presented its Financial Statements in compliance

with the Sri Lanka Accounting Standards and other applicable laws and regulations.

47




ANNUAL REPORT 2012 | NATIONAL INSURANCE TRUST FUND

Nﬁvﬂ“ﬂﬂ

8. GOVERNANCE REPORTING
-ENTERPRISE RISK MANAGEMENT
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Introduction

Enterprise Risk Management is a central part of the strategic management of any organization. It is the
process whereby organizations methodically address the risks attached to their activities. A successful
risk management initiative should be proportionate to the level of risk in the organization, aligned with
other corporate activities, comprehensive in its scope, embedded into routine activities and dynamic by
being responsive to changing circumstances. The focus of risk management is the assessment of
significant risks and the implementation of suitable risk responses. The objective is to achieve maximum
sustainable value from all the activities of the organization. Risk management enhances the
understanding of the potential upside and downside of the factors that can affect an organization. It
increases the probability of success and reduces both the probability of failure and the level of
uncertainty associated with achieving the objectives of the organization

An important part of analyzing a risk is to determine the nature, source or type of impact of the risk.
Evaluation of risks in this way may be enhanced by the use of a risk classification system. Risk
classification systems are important because they enable an organization to identify accumulations of
similar risks. A risk classification system will also enable an organization to identify which strategies,
tactics and operations are most vulnerable. Risk classification systems are usually based on the division
of risks into those related to financial control, operational efficiency, reputational exposure and
commercial activities. However, there is no risk classification system that is universally applicable to all
types of organizations.

A risk management policy should include the following sections:

e Risk management and internal control objectives (governance)

e Statement of the attitude of the organization to risk (risk strategy)

® Description of the risk aware culture or control environment

e Level and nature of risk that is acceptable (risk appetite)

e Risk management organization and arrangements (risk architecture)

e Details of procedures for risk recognition and ranking (risk assessment)

e List of documentation for analyzing and reporting risk (risk protocols)
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® Risk mitigation requirements and control mechanisms (risk response)
® Allocation of risk management roles and responsibilities

e Risk management training topics and priorities

o Criteria for monitoring and benchmarking of risks

e Allocation of appropriate resources to risk management

e Risk activities and risk priorities for the coming year
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Risk

Nature of the risk

Actions

01.Strategic Risk

Strategic risk refers to the
inability to achieve set objectives
and the risk of the Corporate Plan
and Budgets becoming irrelevant
or inappropriate due to
unexpected changes in external

and internal environments

This
Corporate Plan after monitoring

is managed by the preparation of
political,
technological, socio cultural, economic
developments in the general environment as
well as the competitor and customer dynamics
A Corporate Plan is prepared every year by the
management team addressing potential risks
and including plans for the next five years, and
it is subsequently approved by the Board after

a detailed review.

02.Reputational
Risk

Corporate image and goodwill
impairment of the National
Insurance Trust Fund depletes
due to a particular event or

behavior.

Good relationships are maintained by the
management with regulators such as Ministry
of Finance and Planning, IBSL and Central Bank
other players in the industry and all other
stakeholders, in order to ensure that any
potential risk is identified in advance and
addressed adequately. The release of all
financial information to the publicis

subject to approval by the Chairman or the

Board of Directors.

03.Compliance
Trade Risk

As the risk of business
discontinuity, interruption to
business operations and damage
to NITF’s reputation as a result of
failure (or perceived failure) to
comply with relevant laws,
regulations, internal policies and
procedures or ethical standards,
would adversely impact
customers, staff and other
stakeholders of NITF.

The NITF has mitigated the compliance risk by

adhering to laws, rules and regulations

stipulated by various governing bodies such as
Minister of Finance and Planning
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04.International
Risk

International risk refers to the
risk derived from the changes

from international socio -
cultural, economical and
technological factors. Since NITF

is engaged in reinsurance and
foreign employment insurance,
PESTEL

international factors

affect the NITF.

The National Insurance Trust Fund mitigates
this risk by monitoring trends in the Middle —
East countries in which the Sri Lankan migrant
workers are concentrated in as well as by
monitoring the international business trends
related to reinsurance sector of NITF

05.Insurance
Underwriting
Risk

This refers to accepting insurance
that
unacceptably high exposure to

business carries an
the risk of claims and accepting
risks at rates that do not contain
an adequate risk premium.

To mitigate this risk premium determination
committee has been appointed. Significant
investments are made for training and
development of underwriting and claims
management staff, including those attached
to the distribution network

06.Foreign Forex risk refers to the adverse | Most of the Reinsurance Agreements have
Exchange effects  occurring due to | been contracted in the home currency values
Risk fluctuations of Foreign exchange | for the payment of the reinsurance premium
rates with various currencies like | to mitigate this risk.
Dollar, Sterling Pound, and Euro
etc.
07.IT Risk IT risk derives from data of NITF | Information  security, redundancy and

NITF
counters this by implementation

and current information.

of IT risk mitigation plan

availability is achieved by both infrastructure
and database aspects. To provide our clients
accurate and current IT services IT department
implemented services such as antivirus and
backup solutions and implemented small scale
disaster recovery plan.
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08.Credit Risk

Credit risk is the occurrence of
possible financial loss to the
institution due to a counter party
defaulting or failing to meet their
obligations.

NITF is exposed to credit risk by
its investments, and soft loans.

All  receivables, including reinsurance
receivables, are reviewed on a monthly basis

and recoveries made on time.

This risk is managed by risk free investments
in state banks such as in treasury bills, REPOs
and treasury bonds since the NITF Act only
allows NITF to invest in Government securities

09.Claims
Settlement Risk

Risk of potential disputes arising
due to fraudulent, legal and
technical factors.

Fraudulent, legal and technical factors are
controlled through taking initiatives to impose
stringent regulations in approving claims and
segregation of duties in processing of claims.
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INCOME STATEMENT

For the year ended December 31,

(All figures in Sri Lankan Rupees)

2012 2012 2012 2011
Notes Agrahara & Other SRCC & Tr. Total Total

Revenue
Net Earned Premium Income 01 837,526,229 2,185,221,592 3,022,747,821 2,488,711,994
Agrahara Contribution 02 863,435,521 - 863,435,521 1,117,653,037
Benefits, Losses and Expenses
Insurance claims and benefits 03 (1,898,258,796) (383,211,955) (2,281,470,751) (1,879,486,696)

(197,297,047) 1,802,009,637 1,604,712,590 1,726,878,335
Other Revenue - -
Investment Income 84,627,761 531,185,783 615,813,544 723,412,241
Interest on Loans - 7,278,316 7,278,316 10,163,846
Other income 18,732,336 153,846 18,886,182 743,614

103,360,097 538,617,945 641,978,043 734,319,701
Expenditure - -
Staff related costs 04 69,828,165 2,178,544 72,006,709 56,000,854
Administration Expenses 05 50,237,624 24,164,860 74,402,484 68,915,550
Finance & Other expenses 06 3,666,682 13,591,592 17,258,273 21,581,925
Total expenditure 123,732,470 39,934,997 163,667,466 146,498,329
Earnings Before Tax (217,669,420) 2,300,692,586 2,083,023,166 2,314,699,707
Taxation - - - 108,349,446
Earnings after taxation (217,669,420) 2,300,692,586 2,083,023,166 2,206,350,261
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BALANCE SHEET

NATIONAL INSURANCE TRUST FUND
BALANCE SHEET (Al figures in Sri Lankan Rupees)

As at December 31,

2012 2012 2012 2011
Notes Agrahara & Other SRCC & Tr. Total Total
Assefs
Non-current assets
Property, plant and equipment 07 21,414,642 3,324,560 24,739,202 29,606,877
investments 08 969,761,256 4,406,153,417 5,375,914,672 4,444,546.262
991,175,898 4,409,477,976 5,400,653,874 4,474,153,140
Cugrent assets
Receivables 09 240,641,969 1,424,005.867 1,664,647,836 1,927,814,565
Cash and cash equivalents 10 94,964,525 8,676,871 103,641,397 3.542,969,945
335,606,495 1,432,682.738 1,768,289,233 5,470,784.510
Total assets 1,326,782,393 5.842,160,715 7,168,943,107 9.944,937,649
Equity
Accumutated Fund 11 1.078,401,750 4.834,516,767 5,912,918,517 8.497.449.707
1.078,401,750 4,834,516,767 5,912,918,517 8.497,449,707
Technical Reserves
Unearned Premium 12 - 1,059,398.308 1,059,398,308 963.443.,837
Deferred Commission 13 - (176,532.688) (176,532,688) (161,486,715)
- 882,865,620 882,865,620 801,957,122
Liabilitv
Non-Current Liabilities
Government grant 66,960 - 66,960 142,150
Profit Commission payable 14 - 12,287,375 12,287,375 12,287.375
66,960 12,287,375 12,354,336 12,429,525

Current Liabilities

Claim Payable 15 206,295,040 79,783,010 286,078,050 392,410,772
Other payables 16 42,018,643 32,707,942 74,726,585 240,690,522

2487313,682 112,490,953 360,804,635 633,101,294
Total equity and liability 1,326,782,393 5,842,160.715 7,168,943,107 9,944,937.649

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

T

Finance Mahager
The Board of Directors are responsible for the Preperation and Presentation of Financial Satements

Sign on behalf of the Board
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STATEMENT OF CHANGES IN
ACCUMULATED FUND

For the year ended December 31,

(All Figures in $ri Lankan Rupees)

2012 2012 2012 2011
Agrahara & Other SRCC & Tr. Total
ACCUMULATED FUND
Accumulated fund 1,713,638,127 6,783,811,581 8,497,449,708 9,695,467,155
Less: Prior year adjustments (243,245,409) (200,301,466) (443,546,875) (17,717,155)
Contribution to Consolidated fund (4,200,000,000) (4,200,000,000) (3,495,000,000)
Write off Recevable from treasury (174,321,548) (174,321,548)
Add: Write off Reinsurance expense 150,314,066 150,314,066
Income Over expenditure (217,669,420) 2,300,692,586 2,083,023,166 2,314,699,707
1,078,401,750 4,834,516,767 5,912,918,517 8,497,449,707
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CASHFLOW STATEMENT

CASHFLOW STATEMENT

For the year ended Decmber 31,

(All figures in Sri Lankan Rupees)

2012 2011

Cash flow from operating activities
Net profit for the period 2,083,023,166 2,314,699,707
Less: Prior year adjustments - Taxation (443,546,875) (17,717,155)
Less: Contribution to Consolidated Fund (4,200,000,000) (3,495,000,000)
Less: Prior year adjustments- write off Treasury Receivable (174,321,548)
Add: Prior year adjustments - Reinsurance 150,314,066

(2,584,531,191) (1,198,017,448)
Adjustments for:
Depreciation 10,820,514 12,182,858
Loss on sale of PPE 1,731,806 -
Investment income (615,813,544) (723,412,241)
Unearned Premium Income 95,954,471 141,879,032
Deferred Commission (15,045,973) (21,741,415)

Operating profit before working capital changes

Decrease /(Increase) in receivables
Decrease in Claim payable
Decrease in Government Grant
Increase in Other payables

Net cash from operating activities

Cash flows from investing activities

Purchases of property, plant and equipment
Proceeds fromdisposal of Assets

Withdrawal of (Investment in) Governent Securities
Investment income

Net cash usedin investing activities

Net increase/ (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of the period

Cash and cash equivalents at end of the period

Analysis of cash and cash equivalents
Cash in hand and balances with banks
Short-term investments

Cash and cash equivalents

(3,106,883,918)

(1,789,109,214)

263,166,729 18,001,331
(106,332,722) (125,589,435)
(75,190) (142,180)
(165,963,938) (1,574,828)

L4
(3,116,089,038) (1,898,414,326)
(8,154,600) (5,693,724)

469,956

(931,368,410) 1,129,561,201
615,813,544 723,412,241

L
(323,239,510) 1,847,279,718

(3,439,328,548)

(51,134,608)

3,542,969,945 3,594,104,553
103,641,397 3,542,969,945
103,641,397 303,644,906

- 3,239,325,039
103,641,397 3,542,969,945
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ACCOUNTING POLICIES

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
company is situated at No. 97, Maradana Road, Colombo 10 and the principal place of
business is located at the this address.

2.0 SIGNIFICANT ACCOUNTING POLICIES

2.1 Basis of Preparation

The Financial Statements have been prepared under historical cost convention in
accordance 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 necessary to the year's presentation

2.3Capital Commitments

There were no capital commitments as at Balance Sheet date.
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ACCOUNTING POLICIES

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
adjustments or disclosures have been made in respective notes to the financial statements .

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
property, 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
Motor Vehicles Over 05 years
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2.7.2 Investments

Investment are shown at Cost
2.7.3 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

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.

2.8.4Claims 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
available.
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ACCOUNTING POLICIES

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.

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.

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.

2.10 Contingencies

In the opinion of the Board, litigation which is currently against the National Insurance Trust

Fund in the normal course of business will not have significant impact on the reported financial
results or future operation of the Fund
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NOTES TO FINANCIAL STATEMENTS

(All figures in Sri Lankan Rupees)

For the for the year ended December 31,

2012 2012 2012 2011
Agrahara & Other SRCC & Tr. Total
01. NET EARNED PREMIUM INCOME
Premium income - Motor 206,595,378 - 206,595,378 215,199,457
Premium income- Reinsurance 463,610,216 - 463,610,216 198,551,912
Premium income - Parliamentary members 10,000,000 - 10,000,000 10,000,000
Premium income - Foreign Employment 54,577,250 - 54,577,250 208,799,952
Premium income - GI (Fire, Marine & Misc.) 104,047,985 - 104,047,985 170,876,837
Gross Written Premium - SRCC & Tr - 2,281,210,354 2,281,210,354 2,006,556,886
Premium Refunds - (34,291) (34,291) (26,080)
Gross Written Premium 838,830,829 2,281,176,063 3,120,006,892 2,809,958,964
Reinsurance Premium (1,304,600) - (1,304,600) (179,367,937)
Net Written Premium 837,526,229 2,281,176,063 3,118,702,292 2,630,591,027
Net Change in Reserves for unearned Premium - (95,954,471) (95,954,471) (141,879,032)
837,526,229 2,185,221,592 3,022,747,821 2,488,711,994
02. AGRAHARA CONTRIBUTION
Contribution from Members 588,435,521 - 588,435,521 623,424,037
Contribution from Treasury 275,000,000 - 275,000,000 494,229,000
863,435,521 - 863,435,521 1,117,653,037
03. BENEFITS LOSSES & EXPENSES
Spectacles - Agrahara 180,838,820 - 180,838,820 180,748,334
Pvt Hospital Charges- Agrahara 494,808,873 - 494,808,873 592,182,669
Child Birth - Agrahara 58,082,627 - 58,082,627 106,577,025
Accidents - Agrahara 16,292,203 - 16,292,203 21,702,772
Medical Charges - Agrahara 22,372,361 - 22,372,361 23,382,719
Cardiac - Agrahara 145,768,353 - 145,768,353 136,497,358
Cancer - Agrahara 10,672,258 - 10,672,258 11,265,221
Normal & Accidental Death - Agrahara 126,466,333 - 126,466,333 162,837,751
Motor Claims Expeneses 115,629,748 - 115,629,748 127,633,818
Vedesharakiya Claim Expenses 123,305,107 - 123,305,107 182,688,549
Reinsurance Claim Expenses 308,239,012 - 308,239,012 58,145,812
Medical Insurance Claim Paliamentory Members 12,564,947 - 12,564,947 9,419,786
Medical Insurance Claim- General Insurance 281,564,461 281,564,461 96,419,651
Net Claims Incurred -SRCC & Tr. - 37,076,159 37,076,159 (141,693,868)
Net Commission 1,653,694 346,135,796 347,789,490 311,679,100
Profit Commission - - - -
1,898,258,796 383,211,955 2,281,470,751 1,879,486,696
04. STAFF COSTS
Gross salary 49,562,281 1,588,197 51,150,478 38,783,551
EPF - 12% 5,873,244 176,436 6,049,680 5,701,461
ETF -3% 1,464,516 44,109 1,508,625 1,474,356
Overtime and holiday pay 281,817 - 281,817 397,571
Annual Bonus & Incentives 2,963,334 - 2,963,334 3,020,817
Other allowances 2,864,647 369,801 3,234,449 2,498,004
Casual wages 839,870 - 839,870 893,414
Staff welfare Expenses 1,944,808 - 1,944,808 1,438,399
Staff Training 1,978,059 - 1,978,059 789,575
Gratuity Expense 2,055,589 2,055,589 1,003,705
69,828,165 2,178,544 72,006,709 56,000,854
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NOTES TO FINANCIAL STATEMENTS (Contd.)

(All figures in Sri Lankan Rupees)
For the for the year ended December 31,

2012 2012 2012 2011
Agrahara & Other SRCC & Tr. Total
05. ADMINISTRATION EXPENSES
Traveling 537,305 2,599 539,904 317,532
Depreciation 7,532,513 3,288,001 10,820,514 12,281,608
Rent 1,627,418 18,000,000 19,627,418 6,491,492
Water 511,970 - 511,970 466,522
Electricity 5,448,236 - 5,448,236 3,696,368
Telephone 1,504,472 14,446 1,518,917 1,550,725
Printing and stationary 3,907,422 - 3,907,422 5,284,550
Office Repair & maintenance 8,838,871 - 8,838,871 6,707,712
Janitorial maintenance 1,334,420 - 1,334,420 276,326
Inspection & Assessing 2,335,017 1,578,688 3,913,705 3,497,251
Dayata Kirula Expenses 2,095,279 - 2,095,279 3,649,979
Donation 298,730 150,000 448,730 7,846,862
Entertainment 19,844 264,063 283,907 245,461
Professional fee 34,915 - 34,915 1,350,563
Meeting Expenses 684,966 - 684,966 548,189
Ecard printing 6,025,000 - 6,025,000 4,364,000
5th Anniversary - - - 724,083
Legal Expense 657,115 245,000 902,115 820,206
Consultancy fee 254,800 - 254,800 1,000,916
Internet & Email expenses 934,317 - 934,317 759,809
Fuel Expenses 466,321 - 466,321 468,467
Vehicle Insurance 279,903 195,152 475,055 685,636
Medical Insurance 205,550 18,746 224,296 176,017
Newspaper and periodicals 59,283 - 59,283 68,681
Annual fees paid to IBSL - - - 400,000
Security Charges 1,148,408 - 1,148,408 1,558,056
Branch opening expenses - - -
Postage 2,931,895 10,330 2,942,225 2,508,497
Vehicle Maintenance 563,653 397,835 961,489 1,170,044
50,237,624 24,164,860 74,402,484 68,915,550
06. FINANCE & OTHER EXPENSES
Bank Charges 105,237 78,616 183,853 535,221
Audit Fee 158,160 180,000 338,160 115,650
Nation Building Tax Expenses - 12,923,461 12,923,461 14,584,151
Stamp Duty 37,861 - 37,861 273,650
Loss of Disposal - - - -
Loss / (Gain) on Exchange rate Differences 1,731,806 - 1,731,806
Technical Advisory Committee Attendance fees - 199,500 199,500 117,000
Working Committee Attendance fees - 81,750 81,750 95,250
Pannel Attendence fee - - - -
Miscellaneous Expenses 356,820 128,265 485,085 572,804
Sales Promotion Expenses 90,653 - 90,653 323,883
Advertising Expenses 1,186,145 - 1,186,145 4,964,316
3,666,682 13,591,592 17,258,273 21,581,925
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NOTES TO FINANCIAL STATEMENTS (Contd.)

Note 7: PROPERTY PLANT AND EQUIPMENT

(All figures in Sri Lankan Rupees)

Motor Office Furniture & Misc
Vehicles Equipment Fittinas Software Assets Total
Cost:
Balance as at 01/01/2012 34,470,255 26,142,782 8,132,941 6,542,073 71,988 75,360,038
Prior year adjustments (351,658) 351,658 -
Additions - 7,267,874 886,726 - - 8,154,600
Disposals - (2,130,703) (2,932,997) - - (5,063,700)
Balance as at 31/12/2012 34,470,255 30,928,294 6,438,328 6,542,073 71,988 78,450,938
Depreciation:
Balance as at 01/01/2012 23,035,725 12,560,594 3,959,227 6,174,277 23,338 45,753,161
Charge for the year 5,731,803 4,053,446 758,464 274,242 2,559 10,820,514
Disposals for the year - (1,213,465) (1,648,474) - - (2,861,939)
Balance as at 31/12/2012 28,767,528 15,400,576 3,069,217 6,448,518 25,897 53,711,736
Written Down Value as at 31/12/2012 5,702,726 15,527,719 3,369,112 93,555 46,091 24,739,202
2012 2012 2012 2011
Agrahara & Othe SRCC & Tr. Total Total
8. INVESTMENTS
Treasury Bills - 628,369,600 628,369,600 643,964,700
Treasury Bills- REPO 969,761,256 1,062,221,171 2,031,982,426 4,499,484,696
Treasury Bonds - 1,694,634,700 1,694,634,700 1,506,416,000
Debentures - 1,045,780,000 1,045,780,000 1,045,780,000
7,695,645,396
less
Unamortized Discount - (26,380,841) (26,380,841) (31,352,432)
Add -
Unamortized Premium - 1,528,787 1,528,787 19,578,338
969,761,256 4,406,153,417 5,375,914,672 7,683,871,302
09. RECEIVABLES
Premium receivable from BFE - - - 19,032,832
Receivable from Treasury - - - 174,321,548
Premium Receivable - General Insurance 1,955,673 - 1,955,673 7,612,013
Interest Receivable 33,634,546 115,676,102 149,310,648 158,040,419
Premium Receivable SRCC & Tr - 308,960,490 308,960,490 338,879,954
Economic Service Charge 11,078,483 - 11,078,483 21,169,387
Receivable from Reinsurance Dept 5,349,749 5,349,749 4,262,442
Advances receivable 481,841 - 481,841 6,789,116
Receivable Reinsurance Premium 180,811,195 - 180,811,195 110,153,464
Soft Loans - 958,456,782 958,456,782 1,054,801,014
WHT receivable 23,114,660 23,114,660 11,611,080
Refundable Deposit 800,688 9,000,000 9,800,688 9,974,103
Staff loans 10,110,757 3,442,991 13,553,748 8,887,446
Prepaid Expenses - 5,092 5,092 5,929
Cheque return Receivable from members 1,768,785 - 1,768,785 2,273,818
240,641,969 1,424,005,867 1,664,647,836 1,927,814,565
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NOTES TO FINANCIAL STATEMENTS (Contd.)

As at December 31,

10. CASH AND CASH EQUIVALENTS
Cash at bank
Cash in Hand

11. ACCUMULATED FUND
Accumulated fund
Less: Prior year adjustments
Contribution to Consolidated fund
Write off Recevable from Treasury
Add: Write off Reinsurance Expense
Income over expenditure

12. UNEARNED PREMIUM
Balance as at the beginning of the year
Provision for the year
Balance as at the end of the year

13.DIFFERED COMMISSION
Balance as at the beginning of the year
Provision for the year
Balance as at the end of the year

14. PROFIT COMMISSION PAYABLE
Profit Commission payable

15. CLAIM PAYABLES

Claims Payable Agrahara

Claims Payable SRCC & TR
Claims Payable- Reinsurance
Claims Payable - Motor Insurance
Claims Payable - General Insurance

16. OTHER PAYABLES
Accrued Expenses
Other Payables
Payable to SRCC & Tr
Gratuity Payable
Road Safety tax payable
Premium Refund Payable
Contribution payable to welfare soceity
Claim cheques/SLIP returned payable
Audit fee Payable
VAT & NBT Payable
Reinsurance Payable

(All figures in Sri Lankan Rupees)

2012 2012 2012 2011
Agrahara & Other SRCC & Tr. Total
94,825,737 8,676,291 103,502,028 303,493,729
138,789 580 139,369 151,177
94,964,525 8,676,871 103,641,397 3,542,969,945
1,713,638,127 6,783,811,581 8,497,449,708 9,695,467,155
(243,245,409) (200,301,466) (443,546,875) (17,717,155)
(4,200,000,000) (4,200,000,000)  (3,495,000,000)
(174,321,548) (174,321,548) -
- 150,314,066 150,314,066 -
(217,669,420) 2,300,692,586 2,083,023,166 2,314,699,707
T 1078401750 = 4,834,516,767 5,912,918,517 8,497,449,707
- 963,443,837 963,443,837 821,564,804
- 95,954,471 95,954,471 141,879,032
B 1,059,398,308 1,059,398,308 963,443,837
- 161,486,715 161,486,715 139,745,300
- 15,045,973 15,045,973 21,741,415
B 176,532,688 176,532,688 161,486,715
- 12,287,375 12,287,375 12,287,375
-7 12,287,375 12,287,375 12,287,375
85,932,811 - 85,932,811 150,971,896
- 79,783,010 79,783,010 231,968,907
113,798,695 - 113,798,695 -
4,326,944 " 4,326,944 9,452,672
2,236,590 - 2,236,590 17,297
206,295,040 79,783,010 286,078,050 392,410,772
11,020,220 1,413 11,021,633 7,683,966
1,031,527 242,955 1,274,482 1,117,051
8,075,322 - 8,075,322 4,791,126
2,897,037 - 2,897,037 1,003,705
527,485 - 527,485 534,523
- 11,844,581 11,844,581 11,810,290
39,847 - 39,847 54,477
2,801,352 - 2,801,352 2,733,700
- 460,000 460,000 280,000
15,625,852 20,158,993 35,784,845 60,367,618
- - - 150,314,066
42,018,643 32,707,942 74,726,585 240,690,522
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The Chsirman,

Nautional Insurance Trust Fund,

Report of the Auditor General on the Finuncial Statements of the National Insurance Trust
Fund for the year ended 31 December 2012 in termy of Section 14(2)(c) of the Fimanee Act,
NoJ3% of 1971

The wadit of fnecial stwcments of e National Insurance Trast Fund foe the year ended 11 Dscember
2012 compeising the balance shect s at 31 December 2002 il the statement of income and cash flow
strtement for the year then ended sl & sy of sigificant sccounling palicies and other explanatocy
informacion wes carded ol under my direstion in punssance of provisions in Article 154(1) of the
Ceastitution of the Demacranic Socialist Republic of Sti Lanks need in conjunction with Section 1%1) of
the Finance Act, No.38 of 1971 and Section 17 af the Natlooal Insuraccs Trust Fund Act, No.2B of 2006,
My comments and observaticns which [ coosider should be published with the Anoual Repent of the Fund
in terms of Section 14(2)(¢) of the Fisance At sppear in this repart. A detailed repont in teoms of Seetion
13(¥)(n) of the Fieanoe Az was fursishod 1o thy Chadnman of the Fund on 22 August 2014,

1.2 Manugemeat’s Respansibitity for the Finaneial Statements

Mansgement s respossible for the prepurstion and fair presentaticn of these flaancinl siatements
In acoondance with Sei Lankn Accounting Standunds for such intemal cootrol 25 the mansgetient
deresmines is necessary 1o ensbie the preparstion ol finmmcial statemests thae are free fram meerial
misstwernents whether dae to frud o esror.

1.3 Auditor’s Responsibility

My responsibility & o expross an opinion ca these financial stements hased oo my wodit. |1
conducted my aahs in socordsnee with S Larks Aoditing Standands. Those Standlards require that
1 coonply with ethical reguainemuns nd plan and perform the audit 10 chtmin reascoable sssuranco:
nhaut wheeher the firancinl stitensents are free from material misstalements.

A MRUTI, M il i, € DA, e WAL Saviame B vhaaiees Sesens - N ST Pabavn Beowd Vet sda Sof Lamks
B 49112808 _‘n POLILIRINIS (0 Seperateiarld "“ e mibargeser slges. b
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An wadit volves porforming peocedures 1o oblain sudit endence aboer the amounts and
dischasures in the financal ssatementy, The procedures selected depend an the auditer™s judgment.
including the assessment of the risks of matenal misstatemeanes of the flimancid stmoments,
whether due to frsod oc aror. In making those risks assessments, the anditoe coesiders ingecnsl
control reevant to the Fund's prepanion and fuir presentagion of the fisancial stsements in ander
to design audit procedures thet are appropeiote in the circumstances, bar mat foe the purpose of
expressing an opinion on the effectiveness of the Fund's icternal contral, An sadit also Includes
evalusting the sppreprigleess of sccounting policies wsed and the reascoablensss of accounting
esthmiies mnde by mansgoment, as well as evaluating the averall presentation of fisancid
sttements. Sub-sections (3) and (1) of Section 13 uf the Finance Act, No. 34 of 1971 give
discretionany powens $0 the Awdior Geneml (o detemsios the soope and extent of e wdil.

1 believe thut the sudit evidence | bave obtained &s sufficiem and appeoprise o provide o basis
Tor my sudit opinion.

Basis for Qualificd Opdnion

My apinice is quelilicd basal on the matters tescribed in parngraph 2.2 of this repoet.

Financial Statemons

(;-alm Opinion

In my openian, except tor the effects of the mattrs described in paragraph 2.2 of this repoe, the
firancial statemens glve o tre and fair view of the financial position of the National Insueance
Trust ¥und as 37 December 2012 sod its financisl performance wnd cesh flows for the year
then ended in accordance with Si Lanks Accousting Standurds.

Comments on Fisancinl Statements

Acconnting Deficiencses

The fallowing chservations are made,

() The maouthly rent payuble for the yoar under review smountiog %o R 250,333 had noe
been brought (o sccount.,

(k) Stocks wvalued of Rs23.060 bekmnging to the Strikes, Ricts Civil Commotions nnd
Terrarism Fund bad beena brought 10 sccount & mn wsset of the Natioral Irsunince Tt
Fund.
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{«c) Even (huugh the dneat expenses, indirect expenses aod overhiead expesses ol the Strikes,
Riots, Civil Commuotions und Terarssm Fund and the Agmharn and the other Division
(Nancmal Insursone Trost Fund) sbould be apporticoed on 2 fitir hasis and included in the
finemcial statements of the Fund, Instances tn which it had not been so done are given
below,

i) Cut of the annual rent on the affice buildng amowring o Ry, 19,627,418 . & sum
of Rs.18,000,000 ar 91.7 per cent had been shown as the expenditure of the
Strikex, Riotx, Civil Commations and Temorism Fund, Neventaeless, spooe less
thean 10 per cot ol the five storeyed office building had heen used for the stall;

(i) The entire expenditure an the Nation Building Tux amounting to 85.12,923 461
had bees shown in te consclidated financial staternents s an cxpenditure of the
Strikes, Rints, Civil Commations wnd Terroriszo Fund.

(iii}  Lven though expaoditure on employees amounting W Rs.7.278,799 cim be
upporticned  between  Agraham  INvision and e Strikes, Riols  Civil
Commotions and Terrorism Funcd, the total expenditure had een shown as
expenaditure of the Agrmhara Division without daing so.

(iv)  In addithon, expenditure of Rs28,598,307 incurned genemally had been shown
under the Agrahars Division estend of being spportioned between the above two
divisions nccarding 1o » sultable basis

v) Even though sum of RaLYT7205 wd Re ) 432,050 ad been shown s
expersdsture of the Agrahara Division and the Strikes, Riots, Civil Commetions
il Terroeisan Fund respectively, the basis of appartinment of the expenditee
between (he 1wo divisions had not been dischosed in the flrancisl stncmeonts,

222 Umesploined Differences

Even though the cash beok balance of Bank Account as @ 31 December of the vear under review
ameunted te R, 7,215,904 the Bark Recoeciliation Statement had boen prepuncd by vorssiderng
the cash book bulewe s Rs. 1,251,008, As such the balseces (0 the Bank Acoous mnd the B
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Recomciliztion Stacement did not agree with coch other, In resporess ki the further enquiries mide
in this connection, the Chairman of the Fund intioemed the sadi thit e diffierence had arisen dos
1o the errues in the computer systems in the year 2012 and the peloe years ssd that the roctification
of that in the year 2013 will be coafirmed.

113 Lackof Evidence for Aundit

The evidence indicated agninst each of the following items had mot been Fumished to audit.

Item Ve Evidence not made available
Rs. Millions
() Additional Loss gramed 10 m S6.78 1) Loan Agrecment
Institutian under Relliel Loans (i5)  Approval
{b) Hank Acoount Halmees of' the IR} Coafirmation of Halunees
Natiorsl Insurasce Trust Fund
{c) Deprecintion Expensditure 753 Particulars of Computstion of
« Agrabira Divison 129 Depreciation
= Strikes, Riots, Civil
Commetions ond Terrceisem

Fund

23 Nov-complinmce with Laws, Rubes, Regulations and Masagement Decisions

The Tullowing instances of non-compliances were observed during the course of audit.

Reference to Laws, Ruks, Regulations and Nen<complionce
Munagement Decisices
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(n)

(k)

(c)

()

S
Procurement Guidelies — 2006
(i) Sextices 4 31 and 4.3.2
() Section 521
(iil}  Sextion 5.6
Public Lmesprises Circular No, 95 of
14 Jure 1994
Parsgraph 02 of e Public

Admivkstration Covulie No. 302008
of 31 December 2008 and Pompraph
04 of the Natioral Budget Circuls
No. 157 of 28 December 2012

Chapter 7 of the Public Emerpelses
Circular Noo PEINIZ aof 02 Jum
2003

Bl s ogondvelionas

®

ey Uirared s Depatre s

‘IT'he cost estimates had not heen peeparod for the
contruct for Rs.6,645,584 for the pantittoning of
office rooms 2od attenticn hod st been paid 1
the level of procsemess oction to ke taken in
accordance with the cost.

The conditions for the scoeptunce of the valklity
and the response 1o v bid had sot heen clearly
siwal in the Gocuments calling for bads,

The specifieations and bills of guantitics had not
been prepared foc the comeract.

The simunl bunus amounting to Rs,2,563,934
and other allownmce smconting to Rs.3,234.449
had Deen paid in e sear under review to the
cmployers of the Fund withoet the Treasury
appeoval.

Even theugh the 10 manth hasie salwey of an
officer or Rs.250,000 whichever s less, con be
el as the maxinwen distress loan, contrary to
that 17 officers ke been paid distress loans
exceeding thet lamit by Rs.635,000,

The Manual on Administration had not been

prepaeed and spproval abtwined even by 21 July
014

14 Transactions nof Supported by Adequuie Asthority

The following observaticos are made.

{a)

Two offiecrs Geployed as Branch Managers of two Hrsechis without obtaining approval
of the posts ar cbeaining the approval of the Treasury bad bocn paid Rs. 720,000 in the

yuar under review st Rs 30,000 per manth,

72

WA AIE e A Foueiaa



NATIONAL INSURANCE TRUST FUND | ANNUAL REPORT 2012

EA )

4.1

LT R OO,

e

Apddct Cowre s Thapamanrs

Transactions not Sepported by Adequute Authority

The following observations are made.

{a) Fwa officers deployed s Branch Munagers of two Branches without obtainicg spproval
of the posts ar obtaining the sppeosal of the Tressury had been paid Rs. 220,000 in the
year under review ot Re.30,000 per manth,

(b)  Bven though the commescinl institagtions desaged by the terrurist bomb blast in the
Colombo Fort area in the years 195% and 1997 which stadd bo granted loars on
vomgessionary fems for thear uplifiment and the amount of logres 1o be granted s stated
in the Cabinet Puper loans amoesting to Rs.555.1 million hed been grasted o 05
Institutions not iveluded thercin, The appeoval of the Cebinet of Ministers or the Treasury
had not been obtained toe those loans,

Finuncial Review

Financial Results

Acoonding 1o the lisancial ststements presented, the financial results of the Fund for the yor
ended 31 December 2012 amounted to o swples of Re.2,083,023,167 a3 comparcd wilh e
corresponding suplus of Rs.2,314,699,707 fuc the preceding year. ‘Ihe decrense of the linamcinl
results hy o sum of Re231,676,540 ss compared with Uhe preceding year bad been mainly o 1o
the decrease in the iovesteent lncome and the kean interest income and the inoresse in the
paymenl irsuramoe indemnities and benefits.

Operatimg Review

Mumagement Inefficiencics

The fallowing vhsacrvstions are made.

(1) Liven though the ald libeary building of the Hembanthoea Lrban Councd| bad been ke
an rent i the year under review for the estsblishment of the Regional Olice,
Humbsmibots, un sgreesnent in this connection had ol been entered into between the
Urben Cowecil and the Fund Even though the Fund had spest & sum of Rs. ) 489,269 far
mademizing the building, it had nut been hereficial as the building had been vacmed
within a short peticd of 08 months.
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{b)  Even though i was stmed that scooemodstion of 500 squere feet was ndeguute for this
Regiocal Office, the Office bad been shiffed 1o a more spacious location of 1472 square
feet in the Rubosa Administtion Camples by the end of the year 2011, As such an
overpayment of Rs.991 440 hod heen made for 972 squere fee of aocommodation.

Transactions of Contvntions Nature

The fullowing otservations are made,

{4) Quotalices kil been called for o buildieg for the Branch al Anuradbaspurs sl wichoul
vansidermg the lowest quotation of Rs 16,000 received, 2 sum of Rs11.540 had heen
spent for the vahsstion of a building, of & rent highsr thal, Withoul coesidering the
Buikfing of the kowest ront or the bailding valuad, another tuilding had been taken on renl
far & woekhly rental of Rs.25,000.

(1) Fixed pssets of whach the cost wd net value amounting to Rs.S,063,700 and
Rs2.201,761 respectively had been sold for Rs. 500,000 withou being comparsd with the
curren] markel viloe or carrying out o valation

Identified Lasses

A surcharge of Rs.5,689 had been pand for the fallure 1o pay the vamributions o the Employees’
Trost Fund for November 200 1 amecnting to Rs.) 11774 an the speciDad dte.

Unecosomic Trnnsactions

The advertisement for the recruitmest of officers foe 8 vacancics of the Fun: had beens published
In Januury 2012 caly in the Ceylon Daily News without paying attention 1o the trilingul policy.
As the officens had not been recruited under thar advertisemeg, the payrment of Rs. 70,200 for the
puhlication of the advertisement bad become s v conomic transsction.
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i) Even though 9 approved posts of Masssger and |4 posts of Assistant Manager
uaisted, recraitment and had not been made for 7 pasts of Manager and 3 posts of
Assistut Manuper.

(i) Nine afficars had been recns sl for 6 posts withot appeuval

(i) Action had not been taken [0 the year uider review Tor tsking rocruitments for
the approved posts of Techewlogy Assistant, Telephone Operator, Receptionist
wexd 3 et of labonmens.

vy Foety two officers had been recruec on contrmct busls foe the posts ol
Moragement Assistant, Driver amd Office Aide foc which appoinoment oo
permanend hasis hed been approvad by the Dogartment of Masagement Services,

Accosntability and Good Governumce

Internal Asdit

Action had nol been taken for the appolrement of & Massger for the Internsl Awdit Division.

Systems and Controls

Deficiencies in systems and controls ahserved during the counse of audit were brought 1o the
notice of the Chairman of the Fund from time e time: Special altention s needed in af the

La

following aress of control,

(2) Avcounting

L] Detnars Control

{«©) Procurement

[C)) Human Resources Management
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11. SEVEN YEARS AT A GLANCE
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SEVEN YEAR SUMMARY - FINANCIAL

PERFORMANCE

for the year ended December 31,

(All Figures in Sri Lankan Rupees)

2012 2011 2010 2009 2008 2007 2006
Revenue
Net Earned Premium Income 3,886,183,342 3,606,365,031 3,926,469,856 4,019,486,220 3,427,950,662 2,654,902,681 318,902,642
Benefits,Losses and Expenses
Insurance claims and benefits (2,281,470,751) (1,879,486,696) (2,292,072,983) (2,075,936,806) (1,736,355,732)  (1,423,044,038) (242,465,993)
1,604,712,590 1,726,878,335 1,634,396,873 1,943,549,415 1,691,594,930 1,231,858,643 76,436,649
Other Revenue
Investment Income 615,813,544 723,412,241 798,117,037 1,364,459,074 1,205,463,441 528,264,787
Interest on Soft Loans 7,278,316 10,163,846 16,982,331 15,125,027 19,424,829 38,713,576
Other Income 18,886,182 743,614 1,006,353 471,787 917,841
641,978,043 734,319,701 816,105,721 1,380,055,889 1,225,806,111 1,798,837,006 76,436,649
Expenditure
Staff Related Costs 72,006,709 56,000,854 42,326,032 33,124,615 21,470,147 11,500,953 1,333,806
Administration Expenses 74,402,484 68,915,550 45,136,006 49,246,381 28,264,346 14,142,950 1,508,940
Finance &Other Expenses 17,258,273 21,581,925 32,425,697 38,401,103 5,380,035 3,385,205 138,170
Total Expenditure 163,667,466 146,498,329 119,887,735 120,772,099 55,114,528 29,029,109 2,980,916
Taxation 108,349,446
Income Over Expenditure 2,083,023,166 2,206,350,261 2,330,614,859 3,202,833,203 2,862,286,514 1,769,807,897 73,455,733

Note: Net Earned Premium Income values has been calculated by incorporating Agrahara contribution

into it.
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SEVEN YEAR SUMMARY - FINANCIAL
POSITION

(All Figures in Sri Lankan Rupees)

for the year ended December 31,

2012 2011 2010 2009 2008 2007 2006
Assets
Non - Current Assets
Property , plant and equipment 24,739,202 29,606,877 36,096,011 43,603,504 44,659,781 25,240,465 1,461,388
Investments 5,375,914,672 4,444,546,262 5,574,107,464 8,550,206,721 7,749,178,616 5,449,343,240
5,400,653,874 4,474,153,140 5,610,203,475 8,593,810,225 7,793,838,397 5,474,583,705 1,461,388
Current Assets
Receivables 1,664,647,836 1,927,814,565 1,945,815,895 2,079,570,419 1,988,501,988 2,221,955,826 511,844,970
Cash and cash equivalents 103,641,397 3,542,969,945 3,594,104,553 110,173,003 239,795,258 560,259,122 13,357,202
1,768,289,233 5,470,784,510 5,539,920,448 2,189,743,421 2,228,297,246 2,782,214,948 525,202,172
Total Assets 7,168,943,107 9,944,937,649 11,150.123,923 10,783,553,646 10,022,135,643 8,256,798,653 526,663,560
Equity and liability Equity
Accumulated fund 5,912,918,517 8,497,449,707 9,695,467,155 9,364,852,783 8,412,019,580 6,583,508,929 94,102,009
5,912,918,517 8,497,449,707 9,695,467,155 9,364,852,783 8,412,019,580 6,583,508,929 94,102,009
Technical Reserves
Unearned Premium 1,059,398,308 963,443,837 821,564,804 1,046,825,276 1,063,317,772 877,695,727
Deferred Commission (176,532,688) (161,486,715) (139,745,300) (200,139,536) (206,999,340) (161,317,228)
882,865,620 801,957,122 681,819,505 846,685,740 856,318,432 716,378,499
Non-current Liabilities
Government grant 66,960 142,150 284,330 719,190 719,190 719,190 719,190
Profit Commission payable 12,287,375 12,287,375 12,287,375 63,762,150 113,635,474 83,722,067
12,354,336 12,429,525 12,571,705 64,481,340 114,354,664 84,441,257 719,190
Current Liabilities
Claim Payable 286,078,050 392,410,772 518,000,207 329,499,921 333,321,632 602,777,397
Other Payables 74,726,585 240,690,522 242,265,350 178,033,863 306,121,335 269,692,571 431,842,361
360,804,635 633,101,294 760,265,557 507,533,784 639,442,967 872,469,968 431,842,361
Total equity and liability 7,168,943,108 9,944,937,649 11,150,123,923 10,783,553,647 10,022,135,643 8,256,798,653 526,663,560
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12. CORPORATE INFORMATION
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«* Name of the Institution:

National Insurance Trust Fund

% Legal Form

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

¢ Office Address

National Insurance Trust Fund
No. 97, Maradana Road,
Colombo 10

o Auditors:

The Audirtor General

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