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Chairperson

National Insurance Trust Fund Board

Report of the Auditor General on the Financial St
Requirements of the National Insurance Trust Fu
2024 in terms of Section 12 of the National Audit Act, No. 19 of 2018.

1. Financial statements

1.1 Qualified Opinion

The audit of the financial statements of the National Insurance Trust Fund Board (the"Board") for
the year ended 3l December 2024 comprising the statement of frnancial position as at 31

December 2024 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
material accounting policy information, 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 report to Parliament in pursuimce of provisions in Article 154 (6) of the
Constitution will be tabled in due course.

In my opinion, except for the effects of the matters described in the basis for Qualified Opinion
section of my report, the accompanying financial statements give a true and fair view of the
financial position of the Board as at 31 December 2024 and of its financial perfiormance and its
cash flows for the year then ended in accordance with Sri Lanka Accounting Standards.
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1.2

(i)

Basis for Qualified Opinion

1.2.1 Internal Control over the preparation of financial statements

It was observed that the Reinsurance Department records premium income directly in the
accounting system, while claim payments are processed through a separate, non-integrated
system. At present, there is no centralized or integrated platform to consolidate all
reinsurance policy related information. Furthermore, claim data are maintained in Excel
spreadsheets and are manually shared with the Accounting Department for the preparation
of financial statements. The reliance on manual data processing and the absence of an
automated system integrated with the General Ledger have increased the risk of
incompleteness in recognition of reinsurance income and claims due to data
inconsistencies, errors, and delays.

Gross Written Premiums - Strike, Riot, Civil Commotion (SRCC)

It was observed that the Board does not have adequate procedures in place to verify whether
all premiums due under Strike, Riot, and Civil Commotion (SRCC) co-insurance
arrangements are being accurately and consistently received from the respective insurance
companies. Under SRCC co-insurance arrangements, the primary insurer does not remit
the full premium to the Board and instead, each co-insurer is required to directly remit its
respective portion of the premium. However, the Board has not established a mechanism
to confirm whether these co-insurers have actually remitted the relevant amounts.

1.2.2 Non-Compliance with Sri Lanka Accounting Standards.

In accordance with paragraph 29 of LKAS 16 Property, Plant and Equipment, when the
revaluation model is applied, the entire asset class must be revalued, not selected assets.

Further, paragraph 13 of LKAS 8 Accounting Policies, Changes in Accounting Estimates
and Errors requires consistent application of accounting policies across the entity. However,
the Board revalued only the motor vehicles of the NITF unit as at 31 December 2024,while
the motor vehicle of the SRCC unit, valued at Rs. 3,000,000, was excluded. This selective
treatment results in inconsistent accounting treatment for the same asset class and
constitutes non-compliance with the applicable financial reporting standards.

It was observed that the Board had not complied with paragraph 5 I of LKAS 16 Property,
Plant and Equipment, which requires entities to review the residual values and useful lives
of assets at each financial year end and account for any changes in accordance with LKAS
8. However, the fully depreciated assets of the Board which are still in use, with a total cost
of Rs.28,298,490 had not been subjected to such review.

(ii)

(i)

(ii)



The disclosure made on fully depreciated assets still in use includes motor vehicles with
a total cost of Rs. 5,925,000. However, it was observed that no such motor vehicles exist
in the Board's asset base following the revaluation made on 31 December 2024.

(iii) According to the paragraph 3 of ICASL Guidelines on Property, Plant and Equipment
(PPE) and Biological Asset Valuation, entities that are not classified as SMEs must engage
extemal valuers who possess the required professional qualifications such as membership
in the Institute of Valuers of Sri Lanka (IVSL) or the Royal Institution of Chartered
Surveyors (RICS) as well as demonstrable expertise and experience in valuing the relevant
asset class. Further, the guidelines require entities to maintain adequate documentation to
confirm the valuer's credentials, independence, and formal appointment. In contrast to that,
the relevant information of the valuer who carried out the revaluation of motor vehicles of
the Board as at 31 December 2024 had not been maintained to confirm the valuer's
professional eli gibility.

1.2.3 AccountingPolicies

(i) The Board does not maintain an adequate and reliable database to accurately identify the
number of members under the different Agrahara schemes. As per the Board, although it
has introduced the Agrahara Web Portal, which is linked to the government payroll system,
several institutions do not upload remittance data despite having made the payments.
Although Note 4 to the financial qtatements for the year ended 31 December 2024 disclose
that revenue is recognized on an accrual basis, in practice, NITF recognizes contributions
on a cash basis based on the actual contribution made directly to the Bank or via Sri Lanka
Inter Bank Payment System and subsequently adjusts the income by adding payments
received up to predetermined cut-off dates in the subsequent period. Due to the absence of
an accurate member database, premium income and relevant receivables can not be reliablv
measured.

1.2.4 AccountingDeficiencies

(D Premium Receivable -Agrahara Medical Insurance Scheme

It was observed that the premium receivable balances for the Agrahara, Semi Agrahara,
and Pension Agrahara Schemes for the year ended 31 Decemb er 2024 were recorded based
on partial collections received up to predetermined cut off dates during the year 2025
through methods other than SLIPS. The Entity does not have a proper cut-off mechanism
in place, and as a result, only a portion of the amounts due were recognized,as premium
receivable as at 31 December2024.



(ii) In line with the Board's accounting policy for recognizing Gross Written Premium (GWP)
on proportional treaties, the GWP for a given year comprises the GWP from the fourth
quarter of the preceding year as well as the GWP from the first to third quarters of the
reporting year. However, due to the omission of three invoices totaling Pts.57,207,331,
both the Gross Written Premium income from proportional treaties and the corresponding
receivable balance have been understated by the same amount.

(iii) Deficiencies relating to Income Tax, VAT, WHT and Advanced Personal Tax (APIT)

a) Under Section 22(3) of the Value Added Tax Act No. 14 of 2002, if a registered person uses

goods ot services, or imports goods, partly for taxable activities and partly for other
purposes, only the portion of tax attributable to the taxable activities (excluding tax under
Chapter III A) can be claimed as input tax.
However, the Board has not complied with the provisions of the above section and has failed
to properly apportion the input VAT amounting to Rs.1,119,675,365 between the taxable
(liable) supplies and exempt supplies.

b) Paragraph 4 of Circular SEC/2023102 states that the directives in items 3(b) and 3(c) of
Circular SEC|2023/8102 apply only to public officers under Public Administration Circulars
and are not applicable to entities such as Government Corporations, Statutory Boards,
Govemment-Owned Companies, Commissions, and institutions established by specific
Acts.

The National Insurance Trust Fund, established under the National Insurance Trust Fund
Act No. 28 of 2006, falls within this category. Therefore, items 3(b) and 3(c) of Circular
No. SEC/20231E102 are not applicable to the Fund. However, it was observed that the Board
has applied the said circular and considered only one-fourth (%) of the fuel allowance in
the computation of Advance Personal Income Tax (APIT).

1.2.5 Un-reconciled Control Accounts or Records

A difference of Rs.14,362,127 was observed between the amount recorded in general
ledger and the schedule maintained by the reinsurance department relating to the
reinsurance premium receivable balance.



1.2.6 Documentary Evidences not made available for Audit

(i) Based on the selected sample of contributions from members, it was observed that
contribution income amounting to Rs. 19,566,525 has been recognized in the financial
statements without adequate supporting documentation to verifu the details of the
respective contributors.

(ii) It was observed that the financial statements of the Board for the year ended 31 December
2024 includes reinsurance receivable balance amounting to Rs. 1,417,548,336 relating to
Retrocession and Rs. 19,993,473 relating to NNDIS. However, no supporting documents or
evidence were made available to verify the existence of these balances.

(iii) It was observed that the financial statements of the Board for the year ended 31 December
2024 disclosed reinsurance premium payable balances amounting to Rs. 826,078,990
relating to Retrocession. In addition, a balance of Rs. 3,502,439 was payable to SRCC as

reinsurance premium. However, no supporting documents or evidence were made available
to verify these payable balances.

1.3 Other information included in the Board's 2024 Annual Report

The other information comprises the information included in the Board's 2024 Anrnal Report but
does not include the financial statementsgnd my auditor's report thereon, which is expected to be
made available to me after the date of this auditor's report. Management is responsible for the
other information.

My opinion on the financial statements does not cover the other information and I do not express
any form ofassurance conclusion thereon.

In connection with my audit of the financial statements, my responsibility is to read the other
information identified above when it becomes available and, in doing so, consider whether the
other information is materially inconsistent with the financial statements or my knowledge
obtained in the audit or otherwise appears to be materially misstated.

When I read the Board's 2024 Annual Report, if I conclude that there are material misstatements
therein, I am required to communicate that matter to those charged with govemance for correction.
If further material uncorrected misstatements are existed those will be included in my report to
Parliament in pursuance of provisions in Anicle 154 (6) of the Constitution that will be tabled in
due course.



1.4 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 intemal control as management
determine is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or elror.

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

Those charged with governance are responsible for overseeing the Board's financial reporting
process.

As per Section l6(1) of the Nutionut Audit Act No. l9 of 2018, the Board 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 Board.

1.5 Auditor's Responsibilities for the Audit of the Financial Statements

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

As part of an audit in accordance with Sri Lanka Auditing Standards, I exercise professional
judgment and maintain professional scepticism throughout the audit. I also:

. Identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or etror, 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
elTor, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.



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

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

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

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.

I communicate with those charged with governance regarding, among other matters, significant
audit findings, including any significant deficiencies in internal control that I identify during my
audit.

2. Report on Other Legal and Regufitory Requirements

2.1 National Audit Act, No. 19 of 2018 includes specific provisions for following
requirements.

Except for the effects of the matters described in the basis for Qualified Opinion section
of my report, I have obtained all the information and explanation that required for the
audit and as far as appears from my examination, proper accounting records have been
kept by the Board as per the requirement section 12 (a) of the National Audit Act, No.
l9 of2018.

The financial statements presented is consistent with the preceding year as per the
requirement of section 6 (l) (d) (iii) of the National Audit Act, No. l9 of 2018.

The financial statements presented includes all the recommendations made by me in the
previous year except the matters described under I.2 inthe basis for Qualified Opinion
section of my report as per the requirement of section 6 (1) (d) (iv) of the National Audit
Act. No. 19 of 2018.

2.r.1

2.1.2

2.1.3



2.2

2.2.1

2.2.2

z.z-3

2.2.4

Based on the procedures performed and evidence obtained were limited to matters that

are material, nothing has come to my attention;

to state that any member of the goveming body of the Board has any direct or indirect
interest in any contract entered into by the Board which are out of the normal cause of
business as per the requirement of section 12 (d) of the National Audit Act, No. l9 of
2018.

to state that the Board has not complied with any applicable written law, general and

special directions issued by the goveming body of the Board as per the requirement of
section 12 (f) of the National Audit Act, No. 19 of 2018 except for the matters

described under paragraph 1.2.6 of this report;

to state that the Board has not performed according to its powers, functions and duties

as per the requirement of section I 2 (g) of the National Audit Act, No. I 9 of 20 I 8,

To state that the resources of the Board had not been procured and utilized
economically, efficiently and effectively within the time frames and in compliance with
the applicable laws as per the requirement of section l2 (h) of the National Audit Act,
No. l9 of 2018.

4.e4 3v-e2
L.S.T Jayaratna

Auditor General








































































































































