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SRl LANKA EXPORT CREDIT INSURANCE CORPORATION

Forthe year ended 31st December

Annual Financial Statements - 2018

31.12,2018

31.12.2017

Revenue

Grows Written Premium

Rs.

224,201,422.59

Rs.

238,085.213.17

Net Change in Reserve for Unearned Premium la 646,334.16 -1,252,079.53
Gros Earned Premium 224,847,756.75 236,833,133.64
Revenue from Other Operations 2 14,076,803.76 29,216,450.30
Tot:] Net Revenue from Operations 238,924,560.51 266,049,583.94
Other Income
Inveitment Income 3 186,613,673.88 181,967,830.24
Other Income 4 157,105,514.41 22,073,902.72
343,719,188.29 204,041,?32.9_6_
Total Net Revenne 582,643,748.80 470,091,316.90
Ciaims and Operating Expenses
Net Claims _ L1cdi | ‘ 5 71,971,917.27 344,154,106.43
Status Reports 6,917,759.49 7,719,404.05
Establishmeni Expenditure 6 20,967,688.35 18,184,573.89
Administrative Expendinue 7 50,232,923.9¢6 49,896,858.63
Selling & Marketing Expenditure 8 7,513,295.52 3,494,899.70
Finance Charges 5 6,453,174.32 998,300.11
Corporate Social Respansibility 0.00 1,594,900.00
Net Claims and Operating Expenses 164,056,758.91 631,043,042.81
Profit/Loss Before Value Added Tax 418,586,989.89 -160,951,725.91
VAT on Financial Serviceg 31,982,459.00 867,355.97
Profit Before Income Tax 386,604,530.89 -161,819,081.88
Income Tax 77.516,204.00 17.667,576.73
Net Profit/Loss for the year 369,088,326.89 -179.486,658.61
Other Comprehensive Incone
Building Revaluation Gain 118,348,965,74 -
Total Comprehensive Income for the year 427,437,292.63 -179,486,658.61

Sri LankaExport Cradit [nsurance Corporation (SLECIC) - Annual Aceounts 201
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SRI LANKA EXPORT CREDIT INSURANCE CORPORATION

Annual Financial Stateme

ASIETS

Casl and cash equivalents

Foregn awrrency savings ascounts
Treaary Trust Fund

v etrnent fund

Shos term financial investmenty
Loy team financial investments
Intewst receivable

Trad: Debtors

Sundry Debtorz, Deposits and Pra-payments
Property, Plant & Equipiment

Stoct of Swlianery & Consumalles

Library materials

Total Assets

LIABILITIES

OQutstnding claims

Premium Advances

Sundiy Creditors, Aceried Expenses & Provisions
Slaff gi-'atuity payehle

Total Liabilitics

EQUITY

Stated Capital

Kescrves
Tatal Equity

Total Liabilities & Equity

The Accounting Policies and Notes to the Accounts Form an integral past of these Financial St

Note

10

i3
14

Is
&

]
21

s

nts - 2018

Asat 31122087

As at 01.01.2017

Rs. Rs. Rs.
4,866,533.09 4,948,981,54 7,595,725.14
4,791.507.1% 5,194,374.17 4,190,782.38
22,267,906.93 20,976,526.63 19,728,052.00

103,044.61 53,497.91 6,219.99
LETLIB0A33.02  1,092,91749327  997,681,542.12
687,134191.76 §26,172,170.23  1,133,.848,534.87
185,545,699,54 165,884,673.13  122,155092.24
5,689,790.59 3,186,192.92 3,110,193.3¢
12,641,693.83 8,626,061.24 5,160,381.00
180,497,369.93 75,616,246.72 83,416,35.39
 299,180.14 126,020.85 227,929.18
39,527.50 39,527.50 39,527.50
2775,056878.33  2,203,841,767.41  2,377,160,666.07

| 246,681,605.15
©11,711,685.41
121,209,377.58
9,848,687.00

175,838,811.68
6,471,825.43
33,218,546,58
13,488,109.75

154,753,697.11
4,603,367.06
51,341,533.35
13,383,532,50

384,451,355.14

229,028,293.44

224 082,120.02

30,000,000.00
2,355,605,523,19

36,000,000.00
1,944,513,473.97

30,060,000.60
2,123,0178,536.05

2,385,605,523,19

£974,513,473.97

2,153,078,536.05

2,775,056,678.33

2,203,841,767.41

2,377,160,666.07

alements.

The Board of Dircetors is 1esponsible for the preparation and presentation of these Financial Statements

The Fiancal Statements were upproved by the Toard of Direstors and signad on thsir behalf

P Lp oz r G2

Chalrmaan & Man agirltg Divector

B5.051019
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SRI LANKA EXPORT CREDIT INSURANCE CORPORATION

Annual Financial Statements - 2018

Year Ending 31.12,2018

Year Ending 31.12.2017

Rs. Rs.

Infiows from Operating Activities

Profit Before Taxation 386,604,531 -161,818,082
Adfustments for Non- Cash [tems

Depreciation . 13,534,720 9,531,331
Provision for Gratuity ' 625,168 716,624
Frovision far Claims ) 71,971,927 544,154,106
VAT on Financial Services 31,982,459 867,356
Transfers from/(ta) Reserves ~20,646,334 1,236,174
Operating Profit before Working Capita) Changes 484,072,471 394,686,509
Decrease/ (Increase) in Trade and Other Receivables ~26,180,257 -45,085,750
Decrease / (Increase) in Inventories -73,159 1,908
Increase/ (decrease) in Trade and Other Payables _ 20,409,756 308,154
Cash Generated from Operations : 478,228,811 349,294,513
Claims Paid - -1,128,695 -523,068,992
Payment of VAT on FS ’ -12,623,531 -9,772,015
[ncome Tax Paid i 24,065,637 -26,883,803
Gratuity Paid A | p | | p -263,500 -612,047
Net Cash Flow from Operating Activitics 440,147,448 -211,042 344
Cash Flow from [nvesting Activities

Purchase of Fixed Assats : -66,877 -1,745,767
Transfer to Long/Short Term Investments -439,224.9560 212,440,712
Transfer from/to Foreign Currency Savings Account 402 867 -1,003,592
Transfer to / from Treasury Trust Fund -1,291,380 -1,248,474
Transfers from/to tnvestment Fund -49,547 -47,278
Net Cash Flow from Investin g Activities -44{3,229,897 208,395,601
Net Increase/(Decrease) in Cash & Cash Equivalents -82,449 -2,6456,743
Cash & Cash Equivalents at the beginring afthe period 4,948,982 7,595,725
Cash & Casi Equivalents at the end of the period 4,866,533 4,948,982

Stl Lanka Export Credit Insurance Corporation (SLECIC}- Annual Acrounts 2018
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SRV LANKA EXPORT CREDIT INSURANCE CORPORATION
Annual Financial Statements - 2018

o 3 o L

Notg 31122088 3.312.:17
Rs, Rs.

1 Groys Written Premiumn
Pre-shipment Credit Guarantes 12.414,268.88 13,412,581.68
Post Shipment Credil Guarantes 1,121, 400,42 2,.508.893.47
Export Performance Guaraniee 971,207.40 1,018, 385.60
Cost of Passage Garantes (APARA) : 2,219,670.80 7,860,200.74
Export Pryments Insursnce Policy (Seller’s Risk} 207,474.866,00 213,195,13%.68
224,201,422.59 238,0185,213.17
Decrzase in Unoarned Fremium ta, - 646,334,168 -1,252,079.53
Gross Famed Preminn 224,847, 756.73 236,833,131,64

la Uneerned Premivm

Export Fayments Insurancs Folicies Gross Unesrned Premiue

Balance us at | st January ) 20,772,524, 19 20,075,699.03
Bremium written during the year 207,474,8656.09 212,195,130.68
Premium carned during the yvear 206,896,672, 7 212,498,313.52
Balance a5 at 3]st December 21,350,717.58 20,772,524.19

Credit Guarantee Gross Unéarnod Premium

Balance as at [st Jannary o 3,733,511.02 3.178,257.65

Premiun written during the year o 16,726,356.50 24,894,073,49
Premium earned durng the yeur : 17,951,084.05 24.334,820.12
Balanoe as at 315t Decomber AT | =] 250898347 - 3,733,50102
Total Reserve as at 3151 Decornber . 13,8%9,701.05 I24,5l16,035<2| .
Tolal Reserve ay at 1st Jamary . . 24,506,035,21 23,253,955.08
Net Change in Unearned Premium Reserve . -646,334,16 1,252,07%.53
2 Other operationa} Income
Cuarantee, Poticy, Adminstrative, Processing and BLL Foes £,596,048,36 4.936,145.54
Rizlafo Income 5,480,755.40 5,485,724.84
Repayment of Claims Paid .00 13,7%1,570.92
14,076,303.76 29,216,450,30
k] Investinent Income

Treasury Bilis / Bonds ) 17,201L.870.57 53,073,501.76
Call Deposit 401,356,43 47245641
SMIB Doposit 21,167.97 21,525.07
Debenturos 66,961,719,42 68,407,833.95
US Dellar Fixed Deposits 38,415,384.41 33,837,152.91
US Bpllar Swrings 114,076.92 102,353.04
Bure Fixed Deposit 650,016, 74 583.M8.72
Temparary Surplus Trust Fuod 1,345.769.72 1,262.643.24
Dividends 2440,000.0¢ 26¢,000.00
SLR Fized Crepasit 61,191,029,59 23,487,718.54
Interost on favestment Fund 29, 7RI 17,916,590
186,6E3,673.88 181.967,830,24

Rt Lk Hspart Coodlt Tmsarance Covpoes)im (SRBCIC) - Ancest acegimis 2018 . Foge X



SRI LANKA EXPORT CREDIT INSURANCE CORPORATION

Annual Financial Statements - 2018

4 Other Income

Iniereal on Staff Loans

Profit on Disposal of Fixed Assels
Treasury Bill Interest on Gratuity Fund
Imterest on Gratuity Savings Acoount
Sundry Income

Exchange Gain

-8 Net Clatms Paid

Claimg Provision as at ead of Lhe year - Specific
Claims Provided in the previous years

Claims for the Year 2018

Less : Excess Provision made in previous year
Net Claims for the year 201% - Specific
Contingent Provision - 2018 (Please vefer Note 17

[ Establishment Expenditure

Rates
e Audait
Eleelricity Lt "
Telephone
E-Mail & Intemnet, Website
Security
Depreciation - Building
Molor Vehicles
Office Equipment
Computers & Prinlers
Furniture & Fittings
Softwure
Inzurance - Building - Office Premises (Nawam Mwt)

Mptar Vehicles
Office Equipment, Furniture & Fittings

Repairs & Maintenance - . Building
Motar Vehivles
Office Equipment
Comapulers & Printers
Software
Fumirure & Fittings

Hiring af Motor Vehicles

Maintaining Office Premises

=

3112208 3112.2007
Rs. Rs.
130,589,32 113,829.45
0.00 “17.00
692,201.39 T61,732.19
4,923.15 4,73%.85
20,058.07 376,747.27
156,248,742,49 20,876,877,95
157,105,514.41 22,073,902.72
212,590,775.48 129,929,001.53
82,770,263.41 31,158,125.05
129,820,512,07 108,770,876.45
57,000,750.16 7,175,200.63
72,819,761.91 101,501,585.85
4784464 442,562,520.58
7197191727 544,154,106,43
762,300.00 762,300.60
106,453.37 122,261.25
1,670,864.60 1,667,309.34
950,608.28 1,067,500.31
696,554.11 697,394,98
311,675.48 357,866.23
8,525,000.00 4,750,00000
2,680,000.00 2,680,000,00
261,707.87 232,396.50
1,339,363.08 1,146,270.91
140,925.95 434,939.58
28772273 287,723.77
114,136,89 114,309.75
260,099.33 266,623.85
14,305.79 1342179
45,293.75 0.00
819,725.68 878,849.05
97,264.41 171,811L.63
428,150.08 TI760.72
451,555.31 928,140,06
0,04 4,000.40
0.00 0,00
694,881.72 868,385.17
20,967,688.35 18,184,573.89

o Lonkn Yapats Cred Jrayrsnee Curporaien (2LECEC] - Aonusl A¢cvants 2008
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SRl LANKA EXPORT CREDIT INSURANCE CORPORATION

Annual Financial Statements

2018

TMote 31122018 31.12.2017
Rs. Rs.
7 Administrative Expenditure
Salaries & Allowances 24,591,656.97 2567252033
Other Staff Benefits 11,143.164.26 9,906,151.34
Recruitment, Local training & Subscriptions to educational inat. 114,989.47 4959528
Tea & Related Expenses 645,391.63 634, 758,76
Enmployees Provident Fund 8,269,577.78 6,554,583.65
Employees Trust Fand 783,097.40 81932315
Gratuity 625,168.00 716,624.50
Foreign Training 40,517.00 1,100,666.21
Directors Fees 310,000.60 F330,000.00
Traveliing, Transport & Subsistence 327,493.00 442,66).34
Postage $5,600.00 150,147.00
Armnal Report & Other Printing 270,677.01 6831,886.43
Stationery 269,569.15 28542551
Fuel 867.598.50 809,292 80
External Andit Fees 2,012,923.53 232,295.75
intetnal Audit Fees 416,375.44 361,802.58
Professional, Legal & Consnftancy Fees 107,950.00 17,500.00
General Ixpenses .00 38,535.00
Stamp Duty ” 10,650.00 11,250.00
News Papers, Books & Magazines -'.'.I'- | | .-' . | | k :-. ] 11,224,82 21,010.00
Neiws Papers Notifications 0.00 25,220.00
Anniversary Expenses 226,650.00 829.400,00
Vaination of Fixed Assefs 461, 750,00 .00
50,232,923.96 49,806,858.463
g Selling & Marketing Expenditure

Promotional Investments 1,501,503.59 1,695,649.20

Adveriising - Print & Electronic Media
Adverting in Newspapers, Magazines, Journals and Radin 176,641.85 116,721.99
Printing Cost on Brochures, Forms, Applications etc. 115,562.36 416,3534.00
Business Travel {Foreign) & Conferences 1,963,779.53 2,192,477 63
Client Meetings, get-topether 0.00 89,149 42
Fuel Cost 250,993.80 343,922 80
Annwal Compliments, Greeting Cards & Gifis 6.00 136,256.86
Entertainment 241,810.67 162,861.62
Corporate Memberships 168,329.72 137,172.93
Subs. To [l Professional & Export Related Crgn 3,078,850,00 2,615,382.30
Exporters { Bank Clients Programs 15,824.00 293,950,500
- Development of Website 0.00 205,000.(0
7,513,205.52 8,494,899, 70

Frl Lisoka Fxport Credlt nioranes Comeration [SLECIC) « Anngal Ascmines ZUTE
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SRI LANKA EXPORT CREDIT INSURANCE CORPORATION

il

to the 2

L

Annual Financial Statements - 2018

Note 31.12.2018 31.12.2017
Rs. Rs.
9 Finance Charges

Bank Charges 407,934.32 379,842.11

Stamp Duty 37,200.00 44 275,00

Nation Building Tax 6,008,040.00 574,183.00
6,453,174.32 998,300.11

AU

Bri Lanku Export Cradit Disurance Corporation (SLECIC) - Annuel Aceguats 2018 Page 8



SRl LANKA EXPORT CREDIT INSURANCE CORPORATION

! Statements - 2018
e e

Annual Financia
. i‘}h‘ 1310 | |

Mote 31.12.2018 31.12.2017 a1.01.2017
Rs. Rs. Rs.
la Cash & Cash Lyuivalent

Cash at Bank

Hatton Wational Bank Current Accounts 203284724 1L178,309.12 3,521,85556
Hation Nationa! Bank Call Deposit Account . 1.039,543.5] 3,324 680.00 3,159,164.60
Bank ot Ceylan Corrent Account 690,569.69 228,520.81 783,130.33
People's Bank Current Account ) - 181 466,65 150714 130,374.65
4,864,533.09 4,346,981.84 7,594,725.14

Cash in Hand S 2,000.00 2,000.00 " 1,00m00
4,366,533.00 4,948,981.54 7,595,725,14

1 Forelgn Carrency Savings Accounts

Bank of Ceylon - US Dollar Account 1,075,334 .60 2,141.540.36 1,270,547.39
Pecple's Bank - US Dollar Account 3,683,261.55 3,024 06048 2,895,456,75
EURO Savings Avcount 3291104 2877333 24.818.24
4,791,507,12 5,194,374,17 4.190,782.38

i2 Short Term Investments

Treasury Bills 0.00 000 27429867623
US Dollsr Fixed Deposits 949,327 865,33 T49,638,590.43  688,004,199.50
EURO Fixed Deposit 110 | | S 38.926,247.85 33,468,047.35 28,364,449,61
SLR Fixed Deposits oAt T ar4,533380.82 302,095 64027 0.00
Gratuity savings aceount 12564228 120,945,18 106,172.33
Tresury Bills oo Gratuity savings : 8,267 296,74 . 759421004 6,898,044.36

1,671,150,433.02 1,892,417,4593.27 - 997,681,542.12_

13 Long Term Investments
Debentures 550,000,000.00 530,000,000.00 562,000,000.00
Shares in Ingrin Ttd [0.00 13,00 16.00
Shares in Credit Information Bareau 123,700.00 123,700.00 123,700.00
Treasury Bonds 137,010,481,.76 276,48,46(.23 571,725,124 47
687,134,191,76 826,172,171.23  1,133,848,834.87

14 Interest Receivable

Treasury Dgposit 67,134,144.92 67,154,144.92 67,154,144.92
Treasury Bills/Bonds 6,870,322.91 16,703,937.53 37,980,291.83
Drebentures 53,509,759.62 56,549.931,32 3,004,982.14
US Dollar Fixed Deposits 15,766,415.71 13,280,991 52 12,731,562.33
Temporaty Serplus Trust Fund . GRE200.12 633,908.70 6i9,74¢.19
Gratuity Funds - Treasury Bills 87.691.7% 6857740 63,010,89
SLE Fixed Deposits 41,0664,576.19 11,491,375.73 a.00
Eutte Fixed Depozit 2.279.59 1,604.64 1,3589.94
185,545,659.84 165,584,671.13 122,155,092,24

Sif Laak
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SRl LANKA EXPORT CREDIT INSURANCE CORPORATION
Annual Financial Statements - 2018

s

31,12.2018 31122017 1.01.2017
Rs. Rs. Rs,
15 Sundry Debtors, Dieposits & Pre Payments
Advances on Expart Bill Discounting Facility 34,958,636.11 34,958,636.11 34,958,636.11
Less : Provision for Doubtfil Debis 34,958,636.11 34,258,636.11 34,958,636.11
0.00 0.0 0.00
Staff Loans & General Advances 2,672,837.08 LB07,17937 - 2,463,613.15
Sundry Deposits 15 (a) 108,837.50 108,837.50 108,837.50
Stale Mertgage & Investment Bank Deposit 570,371.07 550,419.90 880,545.31
Refundable Deposits §6,500.00 56,500.00 6,500,00
Sundry Debtors 770.00 70 2582125
Withholding Tax Recoversble : 5,828,686.32 1,236,835,22 400,553.57
Pre-payments 582,046,46 960,431.82 873,502,22
Bizlnfo Income Receivable £36,134,40 719,176,43 393,993.60
Dishonoured Cheques 0.00 0.00 013,40
VAT on Financial Services Recoverable - 2,185,511.00 2, 18551140 0.00
12,641,693.33 8,626,061.24 §,166,381.00
15(s)  Sundry Deposits Ao | ter
81 Lanka Telecom . 57, 700.00) 57,700.06 57,700,080
Associated Newspapers of Ceylon Ltd : 27,625.00 27,625.00 27,625,000
Data Net Electronic Telecomnmunication System 15,000.60 15,000.00G 1500000
ICLP Arbitration Centre 8,512.50 8,512,50 8,512.50
108,837.50 13,837.50 108,537.59
16 Property, pland & equipment - Please refer attachment {Page 14)
17 Ouistanding Claims
Specific Provision 212,500,775 48 139,929.001.53 127 465,168.17
Contingeat Provision for Claims
Balence as at 1st January 35,909.810.15 27,288,528.94 33,820,618.57
Utilisation during the year 971,135.84 433,941,239.28 13,422,313.06
Charge for the vear -847,844.64 442,562,520.59 6,890,223.43
Balance provision as at 31st December 34,000,829.67 35,909,810.15 27,288,528.94
Total Provision for Clajms 246,681,6035,15 175,838.811.68 126,405,784.37

Scl Loak Expor Craillt Lisuranss Cavpotation SLECIC] - Annual Atcounns 2616 Frags 18



SRI LANKA EXPORT CREDIT INSURANCE CORPORATION
Annu

o -i'§

]

Hotz 31.12.H18 3.az.2007 H.61.2017
Rs, Rs. Ry,

[8 Sundrey Creditors, Acerued Expenses ond Provisions

Sundry Credifors

Final Payment Due 0.4 000 LRI
Genetal VAT {Chacged fom Folicy Premiue) 196.455.06 98223 4,683.00
Staff Medical Fund 397,073.00) 374,938.00 351,588.00)
Refundabls Deposits 1,535,400.00 1,355,000,80 1.502,500.00

Accrued Expensey

Employeos Provident Fund 1,089 679,04 1,164, 076.54 1.464,816.30
Emplayees Trust Fund 104,928.03 1214212 123,734.20
PAYE Tax 13,290.00 26,166,00 42,147.00
Stamap Dty 12,450,00 14,150,040 13, 850.00
Nation Building Tex 4,275,515.08 33,270.00 08,770.00
Other Payabies . T568,784.17 3,740,622 69 5,564,854.51
Charges an Status Reports 1,830,170.16 1, 308,700,610 T3 973,75
Provisions
Audit Fees Payable 2,137,633.92 888,733.02 BR0,333.92
 theome Tiex Payaple 61,741,771.20 8.290,764.48 17,506,944,64
VAT on Tinaseial Scrvices 19,358,028 00 .08 6,719,1458.03
Annual Repart Printing Charges 945,000.00 890,000.00 1,116,150.00
Spevial Lovy Payable 20,00:,000.00 15,000,000 15,000,000.00
121,208.377.58 33.219,546.58 51,341,533.35
Auditec

19 Gratuity Payable

Movement in the Accaunt

Balanee a3 at 15t Tanuary 13.4588,109.75 13,383,532.50 14,052 089.75
Paid during the year 263,500.00 612,047.25 1,736,295 0y
Provision For the year G25,168.00 71662450 1,067,737.75
EXcess provision iransforred to General Resorve 4,001,090.75 .00 @
Balance as at 115t December 9,848.687.00 13,438,109.75 13,383,532.50

The defined benefit plan - Gratuity ; The Cotporatian's net obligation in respzat of the defined benefit plin is calenlated by cstimating the
arnount of future bengfits that employesy have camed in retumn for their service in the current period and discounted to determine its L
valug, With the adoptation of LKAS 19 . Employee Benefits frou 261 2, tho current service cost of Be.625, 168/ and the present value of
The defined benefit obligation of Hs.0.84%,657/- has heen recognized under the project unit eredit wenthod,

As 8 rosult, tha oxeess provision of Rs.4,001,000.75 bhas been transfarred to the Geners] Roserve.

20 Capital Employed

Capital Cantribueed - Treagury 3,003:000.¢0 30,000,600.00 20,000,000.00

2] Rescrves - Pleass rofor attechment ¢ Papge 15)

22 Exchange Rate

The following exchange rates have been yaed to convert the faroigh cumrency as at end Deeember 2018

U8 Dollars - 140.72
Eurg - 20545

$0f Lk & " SLECIC) - Annond. Page 0l



SRI LANKA EXPORT CREDIT INSURANCE CORPORATION

23 Disclosure on vevaluation of Fixed Assets

- Effective dale of revaluation

Building 01012018
Motor Vehiclea 31.12.2016
Computers and Printers 31.12.2016
Office Equipment J1z.2016
Fumilur: and Filtings 3122016

- Valuation was catried out by the Government Valuation Deparfinent

- Valuation has besn done as accurately as possible after inspection and abservation and considering all the relevant factors
that affect the value. .

- The value arived by the revaluation is the market valug of the assets.

- Carrying value of the revalued assets under the cost modsl.

Buflding 7.334,316.50
Muotor Vehicles 1,761,712 .00
Computers and Printers 26,350.00
Office Equipment 2,568,753
Furniture and Fitting 103,784.37

24 Contingent Liabilies
(a3 Lawsuils against the Corporation

Southern 3on Teas (Pv) Lid Vs S,rq Lanka ‘:_’.xpaﬂ {edjt }nqurance Corporation ; HC {CTVIL) 193 2004 {1
The case was instituted by (he ex'pE;:tel.oh S rejel:t otiof 3cliim for a value of Rs.17.02 Million in the
Commercial High Court of Calombg

Present Position : The judgement was given in favour of the exparter and exporter was required to fulfil
certain conditions priot to recelpt of the compensation. Since the exporter hag 5o far fhiled 1o meat the

stipulated conditions the payment is withheld.

(B) The total fiabilily underwritten by the Corporation as at 319t December 2018,

- Expod Payments Insurance Polictes in Force Rs,  19,346,000,000.00
- Credit Guatantees in Force Rs. 4,645,122,074.77
baximwmn Lisbility Rs.  23,001,122,074.77
25 Investment Fund Account

An Investmenl Fund Aceoutt was established in Noveraber 201 1 1o (ransfer funds equivalent to the total of 8% of
the Value Added Tax on Financial Setvices and 5% of the Income Tax on an annual basis on Troasury Directive.
Snee the Corporation is not involved in lending funds, ax per the guidelings issued by Lhe Central Bank of Sri Lanka,
the furds in the Investment Fund Account has bren invested in Treasury Bands over 7 years, The Corporation has
invested a sum of Rs.45.54 Milion with a face value of Rs.51 Miltion in over T years Treasury Bonds and these

investinents have been listed Lnder the Long Term Investments,
6 Relatzd Party Interest

There wete no related party intesest during the year 2018,

SrbLanka Exgort Crefit inwyrauce Corgosaiisn (FLECIL) - Antsal Accoun 2018 fuge 12



SRl LANKA EXPORT CREDIT INSURANCE CORPORATION

27 Applying Changes in Acoounting Policy
Effect of Changes in Foreign Exchange Rates - LKAS 21,
The Accounting Policy in regard to accounting for Exchange Gain/Loss up to the financial year 2017 was to recognise the exchange gain/loss
into a Exchange Equilisation Reserve, With effect from the financial year 2018, in complying with the LKAS 21, the Accounting Policy was
changed and the Exchange Gain/ Loss has been recognised in the profit and loss account.
Due te change in this Accounting Policy, the following changes to the Financial Statoments were made with retrospeetive effect. Accordingly,
the last three years Financial Statements were restated and the changes made are given below.
The exchange gain of Rs,20,876,877.95 for 2017 and Rs.27,044,933.31 far 2016 were restated in the Profit and Loss Statement retraspectively

and the respective balances in the Exchange Equilisation Reserve were transferred to the General Reserve for the respective years.

8ri Lanku Export Credlt Insuronce Curgoratlow (SLECIC) - Annuat Accounts 2015 Page 13
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SRI LANKA EXPORT CREDIT INSURANCE CORPORATION (SLECIC)

Significant Accounting Policies

General Information

- Sri Lanka Export Credit Insurance Corporation was established by the Sri Lanka Export Credit Insurance
Corporation Act No. 15 of 1978 and commenced commercial operations on 8t February 1979,

The registered office of the Corporation is situated at Level 4, NDB-EDB Tower, No.42, Nawam Mawatha,
Colombo 02,

Summary of significant accounting policies
The principal accounting policies applied in the preparation of these financial statements are set out below.

01. Basis of Preparation

1.1 Principal Activities and Nature of Operations

Principal activities of the Corpcration are undertaking risks in export trade by issue of Export Payments
Insurance Policies to Exporters covering the risk of non-payment by their foreign buyers due to commercial and
political reasons and issue of guarantees to the banks and other financial institutions mainly to facilitate
granting of liberal finances to exporters to meet their fund requirements for their export businesses.

1.2 Basis of measurement

The Balance sheet, Income and Expenditure account, changes in equity and cash flows together with accounting
policies and notes (Financial Statement) of the Corporation as at 31st December 2018 and for the year ended,
complies with the Sri Lanka Accounting Standards. These Financial Statements are presented in Sri Lankan
Rupees. The Financial Statements are prepared on phe'l:lhistppical cost basis and applied consistently with no
adjustments being made for inflationary factor's-a'T?eét'ing eFirancial Statements.

1.3 Use of Estimates and Judgments

The preparation of Financial Statements are in conformity with LKAS { Lanka Accounting Standards) which
requires the management to make judgments, estimates and assumptions that affect the application of policies
and reported amounts of assets and liabilities, income and expenses. The estimates and asscciated assumptions
are based on historical experience and various other factors that are believed to be reasonable under the
circumstances, the results of which form the basis of making judgments on the carrying values of assets and
liabilities that are not readily apparent from other sources, The estimates and underlying assumptions are
reviewed on an ongoing basis, Revisions to accounting estimates are recognized in the period in which the
estimate is revised, if the revision affects only that period, or in the period of the revision and future periods, if
the revision affects both current and future periods.

1.4 Going Concern

When preparing the Financial Statements, we have made an assessment of the liability of the organization to
continue as a going concern in the foreseeable future. We do not foresee a need for liquidation or cessation of
trading, taking into account all available information about the future.

02. Comparative Information

The accounting policies have been consistently applied by the Corporation and are consistent with those used in
the previous year.

1|p é. g_.é..



03. Significant Accounting Policies,
The accounting pelicies set out below have been applied consistently to all periods presented in these Financial
Statements, and have been applied consistently by the Corporation.

3.1 Foreign Currency Transactions

Items included in the financial statements are measured using Sri Lanka rupees (LKR). Foreign Currency
transactions are translated into the reporting currency using the rates prevailing at the dates of the transactions,
Foreign exchange gains and losses resulting from the settlement of such transactions are recognized in the
income statement. Monetary assets and liabilities denominated in foreign currencies at the Balance Sheet date
are translated to Sri Lankan Rupees at the foreigh exchange rate ruling at that date. Foreign exchange gains and
losses from the translation of monetary assets and liabilities denominated in foreign currencies are recognized
in the profit and ioss account with effect from the financial year 2018 confirming to LKAS 21

Prior to 2018, the net exchange gain/loss was recognized in a separate Foreign Currency Equalization Reserve
which has ceased to be in effect from 2018,

3.2 Property, Plant and Equipment

a) Recognition and Measurement

Property. Plant and Equipment are stated at cost/revaluation less accumulated depreciation and accumulated
impairment tosses. Cost includes expenditure that is directly attributable to the acquisition of the asset, The cost
of self -constructed assets includes the cost materials, direct labour, any other costs directly attributable to
bringing the assets to a working condition for their intended use, and the costs of dismantling and removing the
items and restoring the site on which they are located. Where an item of Property, Plant and Equipment
comprise major components having different useful lives, they are accounted for as separate items of Property,
Plantand Equipment.

Gains and losses upon disposal of items of Property, Plant and Equipment are determined by comparing the
proceeds from disposal with the carrying amount of Property, Plant and Equipment, and are recognized net
within “Other Operating Income” in the ncome Statement,

. i) e =y
b) Depreciation AL | | ot |
The provision for depreciation is calculated using a straight line method to allocate their cost or revalued
amounts to their residual values over their estimated useful lives of all Property, Plant and Equipment other
than freehold land.

The principal annual rates used are as follows,

1. Building 5%

2. Office Equipment 25%
3. Motar Vehicles 20%
4. Software 25%
5. Furniture & Fittings 10%

An amount equal ta the excess of the annual depreciation charge on revalued assets over the notional historical
cost depreciation charge on those assets is transferred annually from the surplus in the revaluation to the
Accumulated Profit, The assets’ carrying amount is written down immediately to its recoverable amount if the
assets’ carrying amount is greater than its estimated recoverable amount,

c) Disposal

Gains and losses on disposals are determined by comparing the proceeds with carrying amount and are
recognized in determining operating profit or loss in the Income Statement. When revalued assets are sold, the
amount included in the revaluation reserve is transferred to retained earnings.

. 5 |"p age



d} Impairment

The carrying  value of property, plant and equipment is reviewed for impairment either annually or when
events or changes in circumstances indicate the carrying value may not be recoverable. If such indication exists
and where the carrying value exceeds the estimated recoverable amount the assets are written down to their
recoverable amount. Impairment losses are recognized in the income statement unless it reverses a previous
revaluation surplus for the same asset.

e) Profit / Loss from Sales of Property, Plant and Equipment.
Any gains or losses on retirement or disposal of Property, Plant and Equipment are recognized in the period in
which the sale accurs and is classified as other Income,

3.4 Capital Work in Progress

Capital expenses incurred during the year, which are not completed as at the Balance Sheet date are shown as
advance payments, whilst the capital assets which have been completed during the year and put to use have
been transferred to Property, Plant and Equipment.

3.5 Intangible Assets

Intangible assets that are acquired by the Corporation, which have substantial useful lives, are measured at cost
less accumulated amortization and accumulated impairment losses. Costs associated with maintaining computer
software programs are recoghized as an expense as incurred. Development costs that are directly attributable
to the design and testing of identifiable and unique software products implemented and controlled by the
Corporation are recognized as intangible assets.

a) Basis of Recognition

An intangible asset is recognized if it is probable that the future economic benefits that are attributable to the
assets will flow to the entity and cost can be measured reliably and carried at cost less accumulated amortization
and accumulated impairment losses.

b) Subsequent Expenditure A _
Subsequent expenditure is capitalized only w'ii:érl. it'-inlxleas"e's the future economic benefits embodies in the

specific assets to which it relate, All other expenditure, including expenditure on internally generated goodwill

and brands, s recognized in the income Statement as incurred.

c) Retirement and Disposal
An intangible asset Is derecognized on disposal or when no future economic benefits are expected from its use
and subsequent disposal,

d} Amortization
Amortization is recognized in the income Statement on a straight-line basis over the estimated useful lives of
intangible Assets, from the date that they are available for use.

e) impairment

The carrying amounts of the Corporation’s assets are reviewed at each balance sheet date to determine where
there is any indication of impairments. If anty such indication exists, the asset’s recoverable amount is estimated.
An impairment loss is recognized whenever the carrying amount of an asset or its cash generating unit exceeds
its recoverable amount. Impairment losses are recognized in the Income Statement.

3.6 Investment Properties

Property that is held for long-term vields or for capital appreciation for both and that is classified as investment
property. After initial recognition investment property is carried at cost.

.3 | P.éé.e_



3.7 Short term Investments

a) Shortterm Investments in Local currency

The Corporation has made short term surplus funds in Government Treasury bills and other fixed income
investments and accounted at cost except for the foreign currency denominated fixed deposits which are valued
at the exchange rate prevailing on the Balance Sheet date. The interest accrued on these investments is
recognized in the income statement.

b) Shortterm Investments in Foreign currency

The funds required to meet future claims obligation in foreign currency have been set a side and deposited in
foreign currency account earning interest. The interests accrued have been recognized in the Income statement
translated at the rate prevailing at the date of the transaction. The values of the investments recognized in the
financial statement are translated atthe rate prevailin g at the Balance Sheet date.

3.7.1 Financial Investments: Held-to-Maturity
All the Rupee short term and long terms investments made in Treasury Bills, Treasury Bonds, Fixed Deposits
and Debentures are held to maturity and are stated at cost plus interest receivable,

3.7.2 Risk arising from Financial Insttruments

The short term and long term investments comprise of investments made in Treasury Bills, Treasury Bonds,
State Bank Fixed Deposits and Debentures. Debentures carry the interest rate risk, reinvestment risk, default
risk and liquidity risk. As the fixed deposits are held up to maturity it carries only the default and liquidity risks
except for the foreign currency denominated fixed deposits which are exposed to the risk of currency
fluctuations in addition to the other risks inherent to the local currency fixed deposits. In the context of holding
these investments in state banks, all the stated risks are at its minimal except for foreign currency value
fluctuation risk.

3.8 Trade and Other Receivables
Trade and other receivables are stated at the amount estimated to be realized. Provision has been made in the
Financial Statements for bad and doubtful debtf.a_whicp _alﬁ au_t§t_anding far more than three years period.

3.9 Inventories

Inventories comprised of stock of stationery and consumable items. Inventories are valued at lower of cost or
net realizable value, after making provision for obsalete and repairable items. Net realizable value is the price at
which inventories can be sold in the ordinary course of business,

3.10 Cash and Cash Equivalents .

Cash and Cash Equivalents are defined as cash in hand and short term highly liquid investments, readily
convertible to known amounts of cash for the purpose of cash flow statement, cash and cash equivalents consist
of cash in hand and net of outstanding bank overdrafts, short term borrowings and shert term investments.

3.11 Cash Flow Statements
The Cash Flow Statements have been prepared using the indirect method in accordance with Lanka Accounting
Standard (LAKAS) No. 09 -Cash Flow Statements.

4 Employee Benefits
a) Defined Benefit Plan - Retirement Gratuity

The defined benefit plan is a post-employment benefit plan other than a defined contribution plan, The
Corporation’s net obligation in respect of defined benefit plans in calculated by using project unit credit method
for determining the required provisions. The calculation is performed annually by a qualified independent
Actuary. The measurement of the net defined benefit liability which comprise actuarial gains/losses are
recognized immediately in the statement of profit or loss and other comprehensive income.

. 4] p . ge



Under the payment of Gratuity Act, No. 12 of 1983, the liability to an employee arises anly on completion of 5
years of continued service, The cbligation is not externally funded,

b) Define Contribution Plan
Employee’s Provident Fund & Emplayee’s Trust Fund. Employees are eligible for Employees Provident Fund
contribution and Employees Trust Fund contributions in line with respective statutes and regulation.

5. Liabilities and provisions

Liabilities and provisions are recognized in the Balance sheet when there is a present legal /constructive
obligation as a result of the past events, the settlement of which is expected to result in an outflow of resources
embodying economic benefits. Obligations payable at the demand of the creditor or within one year of the
Balance Sheet date are treated as current liabilities in the Balance Sheet. Liabilities payable after one year from
the Balance Sheet date are treated as non- current liabilities in the Balance Sheet.

a) Trade and Other Payables
Trade and other payables are stated at their cost,

b) Contingent Provision for Claims

Our past experiences in claims payout ratio for cost of passage guarantees have been in the range of 30 percent
of premium received. The premium received will have a claim liability, spread over a period of 3 years from the
date of premium received. In keeping with the past experience a provision up te 30 percent of the premium
received spread over the three years period on the proportion of 15%, 10% and 5% respectively for cost of
passage Credit Guarantees have been provided as a provision for contingent claims.

The provision may be adjusted every year to keep pace with the balances reflecting as at the end of the year.

Pravisions for other products have been created according to the following basis.

Seller’s Risk Insurance Policy 15%
Direct Guarantee on the ATA Cﬂn_et_@ystem 2%
Pre Shipment Credit Guarantee L=\ 12%
Post Shipment Credit Guarantee 5%

€) Provision for Reported Claims

Claims reported have been recognized and taken into account when creating this provision. A specific provision
for claims have been made on the situations prevailed as at the Balance Sheet date where reasonable. Evidences
and assurances are available as to the fact that there is a probability that a claim would have to be made, The
payment of claims subsequently will be set off against the provision made. The continuity of the provision made
will be based on the existence of the probable occurrences of a liability for claims.

d) Reserve for Unearned Premium on Unexpired Risk

Premium written and received during the year under review and the unexpired risk on the premium so collected
will spread over the cover period in which part of the premium is related to the next financial year. A reserve has
been created by segregating the proportionate premium for the cover peried after the end of the current
financial year in keeping with industry norms. In determining the reserve 1/365 method have been applied.

In recognition of the reserve actual cover period on unexpired risks have been taken into account on the
premium collected on Export Payments Insurance Policies. 15% of the premium collected on the guarantees
during the year under review have been set aside as a reserve for the unexpired risks considering the
complexity, nature and quantum of risks associated within the cover period.

6. Revenue

6.1 Premium Income

Revenue received from the Premium [ncome has been recognized on ‘Accrual Basis’ by taking account of all
the declarations submitted up to the end of the year. Transfer of risks and rewards vary depending on the
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individual terms of the contract. All the expenditure items are accounted on ‘Accrual Basis. The accounting
policies applied are consistent with those applied in the previous years.

6.2 Other Operating Income

a) Profit &Loss from Sale of Property, Plant and Equipment.

Any gains or losses on retirement or disposal of Property, Plant and Equipment are recognized in the period in
which the sate occurs and is classified as other Operatin g Income,

6.3 Expense Recognition

a) Revenue Expenditure

The profit earned by the Corporation as shown in the Income Statement is after providing for all known
liabilitles and for depreciation of Property, Piant and Equipment.

For the purpose of presentation of the [ncome Statement, the Directors are of the opinion that the function of
expenses method present fairly the elements of the enterprise’s performance, hence this presentation method is
adopted,

b) Capital Expenditure

Expenditure incurred for the purposes of extending or improving assets of a permanent nature by means to
carry on the business or for the purposes of increasing the earning capacity of the business has been treated as
Capital Expenditure.

Gains or losses of revenue nature on the disposal of property, plant and Equipment have been accounted for in
the Income statement.

6.4 Taxation

Income Tax Expenses

[ncome tax expenses for the year comprise of tax on total operation of the Corporation.. [ncome tax is recognized
in the Income Statement for the expected tax payable on the taxable income for the year, using tax rates enacted
or substantively enacted on the reporting date, and any adjustments to tax payable in respect of previous years.
Provision for taxation is based on the net proff_t.l_f r the ffar__aldjusted for taxation purposes in accordance with
the provisions of the [nfand Revenue Act No.24 ofi2e17! | Lt

6.5 Borrowing costs
Borrowing costs are recognized as an expense in the year in which they are incurred.

6.6 Comparative information
Comparative information has been reclassified where necessary to confirm to the current year’s presentation. -

6.7 Commitments and Contingencies
Contingencies are possible assets or obligations that arise from a past event and would be confirmed only on the

occurrences or non- eccurrence of uncertain future events, which are beyond the Corporation’s contral,

6.8 Events Occurring After the Balance Sheet Date
All marerial post Balance Sheet events have been considered disciosed and adjusted where applicable.

.élpégé



Sri Lanka Export Credit Insurance Corporation - 2018

11

1.2

13

Opinion

The audit of the financial statements of the Sri Lanka Export Credit Insurance Corporation for
the year ended 31 December 2018 comprising the statement of financial position as at 31
December 2018 and the statement of comprehensive income, statement of changes in equity
and cash flow statement for the year then ended, and notes to the financial statements,
including a summary of significant accounting policies, was carried out under my direction in
pursuance of provisions in Article 154(1) of the Constitution of the Democratic Socialist
Republic of Sri Lanka read in conjunction with provisions of the National Audit Act No. 19
of 2018 and Finance Act No. 38 of 1971. My comments and observations which | consider
should be report to Parliament appear in this report.

In my opinion, the accompanying financial statements give a true and fair view of the
financial position of the Corporation as at 31 December 2018, and of its financial
performance and its cash flows for the year then ended in accordance with Sri Lanka
Accounting Standards.

Basis for Opinion

----------------------- . Audited .

I conducted my audit in accordance with Sri Lanka Auditing Standards (SLAuSs). My
responsibilities, under those standards are further described in the Auditor’s Responsibilities
for the Audit of the Financial Statements section of my report. | believe that the audit
evidence | have obtained is sufficient and appropriate to provide a basis for my opinion.

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

Management is responsible for the preparation of financial statements that give a true and fair
view in accordance with Sri Lanka Accounting Standards, and for such internal control as
management determine is necessary to enable the preparation of financial statements that are
free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the
Corporation’s ability to continue as a going concern, disclosing, as applicable, matters related
to going concern and using the going concern basis of accounting unless management either
intend to liquidate the Corporation or to cease operations, or has no realistic alternative but to
do so.

Those charged with governance are responsible for overseeing the Corporation’s financial
reporting process.
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As per Section 16(1) of the National Audit Act No. 19 of 2018, the Corporation is required to
maintain proper books and records of all its income, expenditure, assets and liabilities, to
enable annual and periodic financial statements to be prepared of the Corporation.

Audit Scope

My objective is to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes my opinion. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with Sri Lanka Auditing
Standards will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of
these financial statements.

As part of an audit in accordance with Sri Lanka Auditing Standards, | exercise professional

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

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

Audited

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Company’s internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the management.

e Conclude on the appropriateness of the management’s use of the going concern basis of
accounting and based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Company’s
ability to continue as a going concern. If | conclude that a material uncertainty exists, | am
required to draw attention in my auditor’s report to the related disclosures in the financial
statements or, if such disclosures are inadequate, to modify my opinion. My conclusions
are based on the audit evidence obtained up to the date of my auditor’s report. However,
future events or conditions may cause the Company to cease to continue as a going
concern.

o Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

The scope of the audit also extended to examine as far as possible, and as far as necessary the
following;
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(@)

(b)

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

operation;

e Whether the Corporation has complied with applicable written law, or other general or
special directions issued by the governing body of the Corporation ;

e Whether the Corporation has performed according to its powers, functions and duties; and

o Whether the resources of the Corporation had been procured and utilized economically,
efficiently and effectively within the time frames and in compliance with the applicable

laws.

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

Reference to Laws,

Rules

Regulations etc.

Sri Lanka Export
Credit Insurance
Corporation Act No
15 of 1978 -

Section 3 (1)

Establishment

13.3 of Chapter Il

Non-compliance

Board Meetings had not
been held, for nearly 5
months d‘%b@fﬂfét&e&-

2018.

Code Since the both positions
Paragraph 13.2 and of

Deputy  General
Manager Marketing and
Manager Marketing had
been vacant from the year
2009 to 2018, acting
arrangements had been
made for 2 positions on
long term basis.

Management Comment

This situation was due to
delaying appointments of
the chairman and the board
members after ending of
their terms of offices.
Hence the Corporation has
no relevant authority, such
situations are beyond the
control of the Corporation.

According to the MSD
Circular No 03/2018 dated
18 July 2018, the
recruitments  are  not
permitted to make without
prior approval of the
Department of
Management Services and
it is unable to make
recruitments, since the
approval requested by the
letter dated 21 September
2018 has not yet received.

Recommendation

Relevant responsible

authorities  should
take immediate
actions in  this
regard.

Actions should be
taken as per the
provisions of the
Establishment Code
and relevant
Circulars.



(©)

(d)

(€)

Public Enterprises
Circular No. PED/55
dated 14 December
2010

Public Administration
Circular No 02/2018
dated 24 January 2018

Public Enterprises
Circular No. PED/12
dated 02 June 2003

(i) Section 9.3

According to the
Circular, 04  Audit
Committee Meetings

should be held during the
year 2018, and only 02
meetings had been held.
For the year 2019, no
meetings had been held
up to the date of 30 June
20109.

Annual Performance
Agreements for
improving performance of
the staff had not been
signed with the whole
staff of the institute
according to the circular
and a suitable
methodology to identify
the gap between the
competencies already
gained relevant to the
assigned p responsibilitie
and.the ESmERSEGH
be gained for the
performance of duties had
not been prepared.
Further, a Human
Resources Development
Plan had not been
prepared as unique to the
institute in  order to
minimize the competency

gap.

A recruitment
procedure and a
promotions scheme had
not been prepared.

Even though 04 meetings
were planned to be held
during the year, it was
unable to hold meetings
due to the absence of the

Board.

Once the approval of
Department of
Management Services is
received, actions will be
taken to recruit for
relevant vacant
positions and complied
with the circular.

The Human Resources
Manager, who had been
assigned the task, left the
Corporation and necessary
actions will be taken to
perform this task once a
new officer is recruited.

Authorities  should
take  actions in
accordance with
relevant provisions
of the Circular.

The Corporation
should comply with
the relevant
Circular.

The Corporation
should comply with
the provisions of the
circular.



2.1

2.2

3.1

(i) Paragraph The

6.5.3

Even though  Annual
Reports should be tabled
in Parliament within 150
days from the end of the
financial year, Annual
Reports for the years of
2016 and 2017 had not
been tabled up to the date
of 30 June 2019.

Annual Report of the year
2016 has been submitted
to the Ministry on 08
August 2018, and
required documents have
not been received from
the Ministry up to now.
Report for the year 2017
IS being prepared in three
languages.

circular.

Financial Review

The operating result of the year under review amounted to a profit of Rs. 309,088,327 and the
corresponding deficit in the preceding year amounted to Rs. 179,486,659. Therefore an
improvement amounting to Rs. 488,574,986 of the financial result was observed. The reason
for the improvement is reducing the expenditure by 74 per cent as compared with the
preceding year.

Trend Analysis of major Income and Expenditure items
Ataited

As compared with the preceding year, other income had increased by Rs. 139,677,455 and it
was 68 per cent. Increase of the foreign exchange gain had mainly attributed to this increase
of revenue. Even though the financial expenditure had increased by  Rs. 5, 454,874 or 546
per cent during the year 2018 as compared with the year 2017, the net claim expenditure had
decreased by Rs.472, 182,189 or 87 per cent.

Operational Review

Management Inefficiencies

Audit Issue

Management Comment

Corporation

should comply with
the provisions of the

Recommendation

Although an internal system study The corporation sought the Methods for
for establishing a new Information assistance from SLIIT in this assuring the
Technology System had been regard, and since the SLLIT accuracy of

planned to be completed by the end
of the year 2017 as per a board
decision, it had not been completed
by the date of 30 June 2019.

informed that they did not
undertake such assignments, the
actions were being taken to select
a suitable institution following
procurement guidelines as
instructed by the Director Board.

comparing the data
of finance division
and operational
division should be
established.



3.2

3.3

Operational Inefficiencies

Audit Issue
Revenue  from issuing  Export
Payment Insurance policies was

around 87 per cent of the total income
of the Corporation. A contribution to
total premium income provided by an
exporter, who made a contribution of
Rs. 58,988,550 or 28 per cent of the
total premium income in the year
2017, had decreased during the year
2018. Furthermore, 19 exporters had
made a contribution of Rs.
142,666,310 or 69 percent to the total
premium income. However, the
Corporation had not implemented a
regular programme required for
propagation and regularization of the
awareness of such exporters in order

Management Comment

The reasons for dropping the
income from the above
mentioned exporter in 2018
compared to 2017 are
completely beyond the control
of the Corporation. A general
decrease in tea exports during
the year 2018 and revision of
the terms of payment by the
exporter had caused for this.

to improve the productivity andﬁ:e g ,
udited

existence of the Corporation.

Human Resources Management

Audit Issue

Management Comment

The carder position as at 31
December 2018 approved by the
Department of Management Service
was 56 and actual carder was 34 thus
existing 22 vacancies as at 31
December 2018.  Among those
vacancies, there were 16 vacancies
in Executive level too.

The Corporation is awaiting

Recommendation

Suitable steps
required to solve
the reasons
affected to drop
the income
should be taken.

Recommendation

for approval of the Department
of Management Services to fill
the existing vacancies.

Actions should be
taken to fill
vacancies or amend
the approved carder.



4.

4.1

4.2

4.3

Accountability and Good Governance

Submission of Financial Statements

Audit Issue

Management Comment

Even though the financial statements
should be submitted to the Auditor
General within 60 days from the end
of the financial year in terms of
Paragraph 6.5.1 of the Public
Enterprises Circular No. PED/12
dated 02 June 2003, financial
statements had been submitted to the
audit on 10 May 20109.

Due to the absences of the Board
the financial statements signed by
the Chairman and Managing
Director were submitted on 28
February 2019.

After the appointment of the
Board of Directors, the financial
statements approved by the
Board have been submitted with
all the necessary schedules and
other documents on 10 May
2019.

Corporate Plan rﬂl\ U [j |t"-f. [j

In terms of Section 5.1 of the
Public Enterprises circular No.
PED/12 dated 02 June 2003, a
corporate plan had not been
prepared relevant to the year under
review, and the last corporate plan
had been prepared for the year
2010.

Annual Action Plan

Management Comment

The provisions have been made

Recommendation

Actions should be
taken according to the
Circular.

Recommendation

for Action should be

preparation of the corporate plan for 3  taken according to
years commencing from 2019 to 2021 in  the Circular.

the budget 2019 which was approved in

May 2019. Accordingly, actions will be

taken to prepare the corporate plan

during the year 2019.

Management Comment

(i) The functions of the Corporation as per ~ Hence the Sri Lanka Export
the Section 5 of the Sri Lanka Export  Development Board has been
Credit Insurance Corporation Act No.  established to perform those

15 of 1978 had not been done.

functions efficiently as a
specialized and resourced

Recommendation

Attention should be
made for achieving
the establishing
objectives of the
Corporation.



export development body,
the involvement of the Sri
Lanka Export Credit
Insurance  Corporation in

sa

me activities will lead to

uneconomical use of
resources.

(ii) Ten activities planned in the action o
plan for the year under review, had

not been implemented.

Audited

Product development and
modification -

This is practiced on a daily
basis as the Corporation
strived to meet the ever
changing needs of the
exporters.

Development of the
Organizational structure and
job descriptions -  This will
be commenced immediately
upon the recruitments for the
vacant positions.

Focus group meetings -
Meetings were unable to be
held due to the difficulty in
gathering the exporters.
Awareness programmes -

It was unable to hold due to
coordination problems.

CPA Hoardings -

Due to the cost escalations, it
led to the abandonment of the
Project.

Preparation of the Claims
Manual -

Completed and the Board
approval is yet to be received.

Product Manuals for Pre/Post
shipments -
Not undertaken as yet.

Reinsurance -
Due to the absence of a
Chairman and a Board, the

The Management
should take actions
to achieve the
targets set in the
annual action plan
in their best.
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4.5

(iii) Even though 12 meetings for gem and
awareness
migrant workers

jewelers, and 48
programmes for
registered in Foreign Employment

Bureau had been scheduled to be held
during the year 2018, only one and
five programmes had been held
during the year 2018 respectively.

Internal Audit

Actions had not been taken to obtain
the approval for a post of Internal
Auditor within the approved carder,
and the internal audit had been done

by a private audit firm. Howevf%[_l [j btéjeé_'siionally

the internal audit reports for the
period from October 2018 to
December 2018 had not been
submitted up to the date of 30 June
2019.

Budgetary Control

Audit Issue

Variations between the
budgeted income and

expenditure and the actuals of
34 items ranging from 30 per
cent to 100 per cent were
observed and as such the budget
had not been made use of as an
effective instrument of
Management control.

approval

process was not

taken place during the year

2018.

meetings  as

has attended
meetings in 2019.

Management Comment

As the Corporation concerns
about the cost and benefits,
the internal audit function has
been outsourced for a
qualified
Company at a low cost and a
separate internal audit unit
has not been established.
Internal Audit reports up to
September 2018 have been
submitted.

Management Comment

The international trade was severely
affected by the world economic crisis
particularly in 2018. This situation
affected the Corporation, and was
compelled to take stern decisions than
the decisions taken under general
situation.

As the Corporation does not depend
on the General Treasury for funds,

9

Due to the absence and
change of the Chairman
during the year 2018 and
the coordination issues, it
was unable to attend the
scheduled.
However, the Corporation
several

The  Management
should take actions
to  achieve the
targets set in the
annual action plan in
their best.

Recommendation

According to the Audit
Act, an Internal Audit
unit should be
established and
internal audit reports
should be submitted
without any delay.

Recommendation

Budget should be
prepared accurately
as much as possible.



4.6

Sustainable Development Goals

Audit Issue

Every public institution should act
in compliance with the letter No.
NP/SP/SDG/17 dated 14 August
2017 issued by the Secretary to the
Ministry of National Policies and
Economic Affairs and the United
Nations Sustainable Development
Agenda for the year 2030. With
respect to the year under review, the
Sri Lanka Export Credit Insurance
Corporation had not been aware as
to how to take measures relating to

certain marketing expenses have not

been incurred due to the non-
suitability —of prevailed market
conditions.

Management Comment

The overall objectives of the
Corporation are in line with the
sustainable economic
development of the country.
However, actions will be taken
to recognize the specific
sustainable development goals
relevant to the Corporation, and
to plan targets along with the
milestones.

the activities under purview of theiry | | (1|1 (]

scope. Therefore, actions had not
been taken to identify the
sustainable development goals and
targets relating to the activities
thereof, along with the milestones in
respect of achieving those targets
and the indicators for evaluating the
achievement of such targets.

10

Recommendation

Every public
institution  should
comply with the
United Nations
Sustainable
Development
Agenda for the year
2030.



