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Decar SiriMadan,
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Chairman & Managing Director
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SRI LANKA EXPORT CREDIT INSURANCE CORPORATION

. For the year ended 31st December

Revenue

Gross Written Premium

Net Change in Reserve for Unearned Premium
Gross Earined Premium

Revenue from Other Operations

Total Net Revenue from Operations

Other Income
Investment Income

Other Income
Total Net Revenue

Claims and Operating Expenses
Net Claims

Status Reporis

Establishment Expendilure
Administrative Expenditure
Selling & Marketing Expenditure
Finance Charges

Net Claims and Operating Expenses

Profit/Loss Before Value Added Tax
VAT on Financial Scrvices

Profit Before [ncome Tax

Income Tax

Net Profit/Loss for the ycar

Other Comprehensive Income

Building Revaluation Gain

Total Comprehensive [ncome for the year

Note

Annual Financial Statements - 2019

la

opo =1 o

Oa

31.12,2019 31.12.2018
Rs. Rs.
226,066,266.58 224,201,422.59
3,678,463.98 646,334.16
229,744,730.56 224,8477756.75
15,337,726.67 14,076,803.76

245,082,457.23

238,924,560.51

216,940,848.72

186,613,6731.88

-5,057,448.22 157,105,514.41
211,883,400.50 343,719,188.29
456,965,857.73 582,643,748.80

87,735,173.54 71,971,917.27

8,394 438.04 6,917,759.4%

21,009,402.72
50,778,765.93

20,967,688.35
50,232,923.96

§,828,537.09 7.513,295.52
3.314,284.54 6.,453,174.32
164,056,758.91

180,060,601.86

276,905,255.87
23,858,046.00

418,586,989.89
31,982,459.00

253,046,609.87

386,604,530.89

10,795,764.44 77,516,204.00

242,250,845.43 309,088,326.89
- 118,348 965.74

242,250,845.43 427,437,292.63

Sri Lanka Export Credi Insurance Corporation (SLECIC) - Annwal Accannts 2014

Page 1
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SRI LANKA EXPORT CREDIT INSURANCE CORPORATION

Annual Financial Statements - 2019

Asat 31.12,2019

Asat31,12,2018

Ags at 11.01,2018

Note Rs. Rs. Rs,
ASSETS
Cash and cash equivalents 1% 8,270,323.86 4,866,533.09 4.948,981.84
Foreign currency savings accounts i 1,987,326.53 4,791,507.19 5,194,374.17
Treasury Trust Fund 23,658,844.17 22,267.9066.93 20,976,526.63
Investment fund 1,054,937,04 103,044.61 533,497.91
Short tenn financial investments 12 1,845,825,066.60 1,671,150,433.02 1,092,917,493.27
Long term financial investments 13 687,134,191.76 687,134,191.76 $26,172,171.23
Interest receivable 14 184,881,509,57 185,545,699.84 165,884,671.13
Trade Debtors 5,490,208.97 5,689,790.59 3,186,192.92
Sundry Debtors, Deposits and Pre-payments 15 8,685,474.40 12,641,693.83 8,626,061.24
Property, Plant & Equipment 16 167,193,203,23 180,497,369.83 75,616,246.72
Stock of Stationery & Consumables 341,088.05 299,180.14 226,000.85
Library materials 39,527.50 39,527.50 39,527.50
Tocal Assets 2,934,561,701.68 2,775,056,878.33 2,203,841,767.41
LIABILITIES
Outstanding claims 17 243,615,703.53 246,681,665.15 175,838,811.68
Premium Advances 8.508,652.96 11,711,685.41 6,471,825.43
Sundry Creditors, Acorued Expenses & Provisions .':" | s |1|S P 46,688,020.95 125,209,377.58 33,229.546,58
Staff gratuity paynble ) 5 11,571,417.66 9,348,687.00 13,488,109.75
Total Liabilities 310,383,797.04 389,451,355.14 229,028,293.44
EQUITY
Stated Capital 20 30,000,008.00 30,006,009.00 30,000,000.00
Reserves 2] 2,594,177,904.64 1,355,608,523,19  1,944,813,473.97
Total Equity 1,624,177,904.64 2,385,605,523.19  1,974,813,473.97
Total Liabilitles & Equity 2,934,561,701.68 2.775,056,878,33  2,203,841,767.41
The Accounting Pelicies and Notes to the Accounts form an integral part of these Financial Staternents.
The Board of Directors fs responsible far the preparation aud presentation of these Financial Statements
The Financial Statements were approved by the Board of Directors and signed on their behalf
Chalrman & Managing Director Asst. General Manager - Finance

Tage 2

27.02.2020
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SRI LANKA EXPORT CREDIT INSURANCE CORPORATION
Annual Financial Stat 20

Year Ending 31.12.2019 Year Ending 31.12.2018

Rs. Rs.

Inflows from Operating Activities

Profit Before Taxation 253,046,610 386,604,531
Adjustments for Non- Cash Items

Depreciation 13,404,291 13,534,720
Provision for Gratuity 1,882,031 625,168
Provision for Claims 87,735,173 71,971,927
Income Tax 10,795,764 77,516,204
VAT on Financial Services 23,858,646 31,982,459
Transfers from/(to) Reserves ~14,474,238 -98,162,538
Operating Profit before Working Capita! Changes 376,248,287 484,072,471
Decrease/(Increase) in Trade and Other Receivahles 4,155,801 -26,180,257
Decrease / (Increase] in Inventories -41,908 -73,159
Increase/ (decrease) in Trade and Other Payables -22,189,895 20,409,756
Cash Generated from Operations 358,172,285 478,228,811
Claims Paid 50,801,073 -1,128,695
Payment of YAT on FS : -34,053,671 -12,623,531
Income Tax Paid -56,135,233 -24,065,637
Gratuity Paid -159,300 -263,500

Audited

Met Cash Flow from Operating Activities - 177,023,008 440,147 448
Cash Flow from lnvesting Activities

Purchase of Fixed Assets -100,125 -66,877
Transfer to Long/Short Term Investments -173,980,443 -439,224,960
Transfer from/to Foreign Currency Savings Account 2,804,180 402,867
Transfer to / from Treasury Trust Fund -1,390,937 -1,291,380
Transfers from/to Investment Fund -951,892 -49.547
Met Cash Flow froam Investing Activities -173,619,217 -440,220,897
Net Increase/(Decrease) in Cash & Cash Equivalents 3,403,791 -B2,449
Cash & Cash Equivalents at the beginning of the pericd 4,866,533 4,948,982
Cash & Cash Equivalents at the end nfthe period 8,270,324 4,866,533

Sri Lauka Export Credit Insurance Corporation [SLECIC) - Anuoal Accounts 2019 Page 3
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SRI LANKA EXPORT CREDIT INSURANCE CORPORATION
Annual Financial Statements - 2019

o Anc

Note aniz.zny 31.12.2018
Rs. Its.

I Civoss Written Fremium

Pre-shipment Credit G usrantee 13,174, 700.41 12.414,268.98
Fosi Shipment Credit Guwanee 1,3M0,434,65 1,121,400.42
Export Performance Civarantee 1LA55082.00 971,207.40
Cost of Passage Guarantzs (AFARA) 1,477, 700.32 LI10679.80
Export Payments Insuranes Policy (Seller's Risk) 208,048,348.20 207 AT Ho604

22606626655 224,251 ,422.5%
Decrease in Uncamed Premium Ta. 3,678,403.9% G46,334.16
Gross Earned Premium 239,744, 73055 224.847.750.75

1a Unesrned Prendam

Expart Puyments insurance Palicies Gross Uneirned Premiym

Balance as at 1st Jawuary 21,350,717.58 10,772,524.19
Premium wrilken during the year 208,968,348.20 207,474, %6500
Premium eamed during the year 212,702,516.46 206,896.672,70
Balance as at 31st December 17,616,54%.32 21,350,717.58

Credit Goarantes Gross Uncamed Premium

Balance as at 15t Fanuary 2,508,983.47 3,733,511.02
Prermium written duding the year 17,007,014 38 16,726,550.30
Premium earned duting the year 17.042,214.10 17.951,084.05
Baiunce ax at 315t Decemher = . 1,564,687.75 1,508,983 .47
Audited
Tots] Reserve as at 31 st December ) 20,1%1,237.07 23,859,701.05
Tirul Reserve as at st Tanyary 13,839, 701.05 24,506,035.21
MNet Change in Unearned Premivum Reserve LOTRAGT 08 =341
2 Otber aperationz] Income
Guarantee, Policy, Adminsirative, Processing and BLL Foos 7,953 ,380.07 8,506.048.36
Bizlnfo [ncome 8,354, 346,01 5,480, 755.40

Repayment of Claims Maid - -

15,337,726.67 14,076 801,76
3 Tnvestment Income

Tregasury Bills / Bonds 16,4R5,538.11 £7,201,870.57
Call Deposit 514,323.28 HT,356.43
SMTB Dreposit 22,%66,02 2206797
Debenlures 06,236,573, 06,961,719.42
[J5 Dullar Fixed Deposits 40,588,801.66 IH,425.884.41
U3 Dollar Savings H5,700.95 11407092
Fura Fixed Deposil 862,470.97 680,016.74
Temparary Swrplus Trust Fuod 1.436,457.38 1,345,769.72
Drividends 280,060.00 240,000.00
SLR Fized MNepusic 84,290,517.04 61,191,029.54
Interest on Invesiment Find 12,19%.41 29,782.11
216,940,548.72 156,613,673.88

ot Lamka Exalort (rald feieines Corperaliae (RURCIC) - Autusl hermums 2128 lage 5
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SRI LANKA EXPORT CREDIT INSURANCE CORPORATION

Annual Financial Statements - 2019

Nole

3 Other [ncome

Interest on Stall Loans

Profit on Disposal of Fixed Assets
Treasury Bill Interest on Gratuity Fund
Interest on (iratuity Savings Account
Sundry Tncome

Exchange Gain'Loss

5 Net Claims Patd

Claims Provision as at end of the year - Specific
Claims Provided in the previous years

Claims for the Year 2019

Luss : Excess Provision madz in Mrevicus year
KNet Claims for the year 2019 - Specific

Contingent Pravision - 2019 (Please rofer Note 17y

[ Establishment Expenditure
Rates
Water .'.:" | - | |
Electricity LR .
Telephoue
E-Mail & Internct, Website
Suecurity
Depreciation - Building
Mutor Vehicles
OlTiew Equipment
Computers & Printers
Furniture & Fittings
Softwarg
Insurance - Building - Officc Premises (Nawam Mart)

Motor Vehiclas

Cffice Equipment, Fumiture & Fittings

Repairs & Maimensnce - Building
Muotor Vehicles
Office Equipment
Computers & Printers

Saftware

IMaintaining Office Promises

=

3LE2.200

3122018

Rs. Rs,
145,030.91 130,539.32
755,616.20 692,201.28
5,113,938 392315
52000 19,058.07
-5,963,729.31 156,248,742 49
5057,448.22 157,105,514.4]
209,762,232.23 112,590,775.48
75,353,828.30 $2,770,263.41
134,408,403.93 129,820,512.07
82,936,41%.02 57,000,750.16
51,471,985.91 72,819,761.91
16,263,187.63 _847,844.64
1,735,173.54 T1,971,917.27
762,300.00 762,300,060
109,807.77 106,453.37
1,486,222.77 1,670,364.60
6975472 960,608.28
646,004.90 696.,634.11
412,644,98 311.675.48
8.#25,000.00 §,525,000.00
2,680,000,00 2,680,000,00
272,843.37 261,707.87
1,343,408.08 1,339,363.08
140,923.00 140,925.95
142,117.15 287.722.73
116,940.12 114,136.80
249,788.37 269,099,33
12,091.21 14,305,79
45,200.75

1,503,043.98 819,725.68
9,299.22 87,134.41
546,525.27 428,150.00
121,327.54 451,555,31
T38,320.27 694,881.72
71,009,402.72 20,967 688.35

it 1aiticn Export Credie Iipcurance Cowurslion [51HCIC) - Acnnnd Aconnnls 2008

Page §
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SRI LANKA EXPORT CREDIT INSURANCE CORPORATION

Aual Fin

Note

7 Administrative Expenditure

Sularics & Allowancos

Other Stafl Bencfits

Recruitment, Local training & Subscriptions lo educational inst,
Teu & Related Expenses

Employces Provident Fund

Employees Trust Fund

Gratuity

Foreign Training

Dircctors Feos

Travelling, Transport & Subsistence

Postage

Annual Report & Other Printing

Stationery

Fuel

External Audit Fees

Internal Audit Fees

Prafessional, Legal & Consultancy Fees
General Expenses

Starnp Duty I
News Mapers, Books & Mayazines
Anniversary Expenses

Valuation of Fixcd Assets

B Selling & Marketing Expenditure

Promotional Investments

Advertising - Print & Elccironic Media

Adverting in Newspapoers, Magazines, Journals and Radio
Printing Cost on Brochures, Forms, Applications ete.
Business Travel (Forsign) & Conferences

Trade Exhibishions, Client Meetings, get-logether
Fuel Cost

Annual Compliments, Greeting Curds & Gifts
Cotertainment

Corporate Metnberships

Subs. To lnt Professional & Export Related Orgn

Faporters / Banlk Clicnts Programs

ancial Statements - 2019

Audited

3112.2019
Rs,

24,094,489.11
12,130,912.18
531,703.10
TIR,605.40
6,131,427.10
T66,478.56
1,882,03).60
157,118.47
80,000.00
445,558.10
53,176.00
112,586.05
163,875.44
830,639.00
91,037.84
542,543.83
143,383.45
21,255.00
E0,125.00
48.770.00
952,651.740

31.12.20138
Rs,

24,591,656.97
11,143,164.36
114,989,07
645,391.63
6,269,577.78
783,697.40
625,168.00
40,517.00
310,000,00
327,493.00
85,600.00
270,677.01
269,869.15
R07,598,80
2,612,923.53
416,375.44
107,950,00
0.00
10,650.00
11,224.82
926,650.00
461,750.00

50,778,765.93

50,232,9323.96

1,524, 814.04 1,501,503,59
227.625.98 176,641.85
44,692,71 L15,562.36
2,386,964.89 1,%63,779.53
777,153.66 0.00
271,153.00 150,993.80
20,18%.08 0.00
176,944.13 241,810.67
195,049.60 168,329.72
3,203,950,00 3,078,850.00
- 15.824.00
8,828,537.09 7,513,295.52

S1i Lanka Expurt Credlt Iusuraoce Corparation (SLECIC - Anmoul $econts HHY
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SRI LANKA EXPORT CREDIT INSURANCE CORPORATION
Annual Financial Statements - 2019

. Note 31L.12.2019 31.12.2018

Rs. Rs.
5 Finance Charges
Bank Charges 93,381.54 407,934.32
Stamp Duty 39,750.00 37,200.00
Nation Building Tax 3,181,153.00 6,008,04(¢.00
3,314,284.54 6,453,174.32
9a Income Tax

In terms of the new Inland Revenue Act No,24 of 2017 which came inte effect from st April 2018 and its subsequent
amendments the Corporation's total income became liable for income tax where as previous it was liable only for its
Investment Income.

Prior to 2018, the Corporation paid income tax at the ratc of 28% while with the new amendments the Corporation
was calegorised as a SME resulting in tax being paid at a reduced rate of 14%, However, this rate change was finalised
after the preparation of final accounis 2018 resulting in an overprovision of Rs.33,270,216/- income lax.

Income Tax liability for 2019 was cxomputed at R3.44,065,981/- at the rate of 14% and due 1o the above mentioned

over provision, the income tax charge for 2019 is gnly Rs.lQ,'iQS,?éSf-,
1 et =

ALIAITE(

Sri Lanka Export Cred i€ Insurance Corporation (SLECIC) - Annual Avewsts 2019 Paye §



SRI LANKA EXPORT CREDIT INSURANCE CORPORATION
Annual Fi

HNoie 3122010 JL12.2088 01.01.2018
Rs. Rs, Rs,

10 Cash & Cush Equivalent

Cash at Bank

Matton National Bank Current Accounts 2.414,982,32 2,952.847.24 1L178.300,12
Hatton National Bank Call Deposit Account 4,599,867.42 1.039,644.51 3,524.,680.00
Bank of Ceylon Cureent Account 650,841.87 691,569.69 2289281
People's Brnk Curtent Account 94,632.25 181,466.65 15,071.91

§.268,323.86 4,864,533,09 4,946,981.84
Cash in Hand 2,008,00 1KI0.00 E.00,00

§,270,323.86 4,866,533.00 4,947 981,84

1 Foreign Currency Savings Accounts

Banl of Ceylon - US Dollar Account 1,745301.63 1,075,334.60 2,141,540.34
People's Bank - Us Doltar Accomnt 20%,974,03 3.683,2a01.53 302306043
EURO Savings Account 32,050.82 32918404 18,77333

1,987,326.53 4,791,507.1% 5194,374.17

12 Short Term Investments

Treasury Bills 0.00 0.00
U5 Dollar Fixed Dreposies 1,002,677.864.30 449,327 865,23 T49,638,590.43
EURO Fixed Deposit 38,773.597.24 38,926,247.85 3346814738
SLR Fixed Deposits Al | | £ 795,200,000.00 67453338082 I02095,640.27
Gratuity sqvings acconnt - ) 130,500.55 125,642.28 120.905.18
Trosury BRills on Granity savings 9,043,104.51 §,267,296.74 T.594,210.04

1,845,825,066.60 L671,180,433.02  1.092,917,493.27

13 Long Term Investments
Debentpres . 550,000,000.00 S50,000.000.00 S50,000,040,00
Shares in Ingrin Ltd ' 10,00 10.00 10.00
Shares i Credil Information Burean 123,700,090 123,780 123,700,640
Treasury Bonds 137,0160,481.76 137,010,450.76 276,048,461.23
687,134,19.75 687,134,191.76 826,172,171,22
14 Tnterest Receivable
Treasury Deposit 67,154,144,92 67,154,144.92 67,054,144.97
Treusury Bills/Bonda 1.709,193.46 6,870,522.91 16,703,937.83
Dehenturss 56,494,629.12 53,949,759,62 56,549.931.32
L5 Dallar Fiked Deposies 21,354,6479.38 15,766,425,71 13,280,991 .59
Temporary Surplus Trust Fund 733,319.2¢ 684,299.12 633,900, 70
{ratuity unds - Treasery Bills 57,500.21 87.691.78 8,377.40
SLE Fixed Deposits 3136754322 41,666,376.19 11,491,575.73
Liura Fixed Depasit .00 217950 1,684.64
184,551 504.57 145,545,699.84 165,334.673,13

rl Lsnba Fepigt Croit Insurasen Corporailan (STRCIC) » Anmunl Accouuts 2005 Pagey



SRI LANKA EXPORT CREDIT INSURANCE CORPORATION

Note

15(x)

Sundry Debtors, Depusits & Pre Payments

Advanees on Export Rill Discounting Facility

Less : Provision for Doubtfu] Debts

Stalf Loans & General Advances

Sundry Deposits

State Morigage & Investment Bank Duposit
Refundable Deposits

Sundry Dehtors

Withholding Tux Recoverable
Pre-payments

BizInfo Income Receivable

Dishonoured Cheques

VAT on Financial Serviecs Recoverahle

Sundry Deposits

Sri Lanka Telecom

Associated Newspapers of Ceylon Led

Data Net Electronic Telecommunication System
ICLP Arbitration Centre

Annual Financial State

ts - 2019

31.12,2019
Rs.

34,958,636.11

3L12.2018
Rs.

34,958,636.11

01.01.2018
Rs.

34,958.636.11

Property, pland & vqnipment - Please refer attachment ('age 14)

OQutstanding Claims

Specifie Provision

Contingent Provision for Claims
Balance as at 1st January
Utilisation during the year
Charge for the year

Balance provision as ai 31st December

Total Provision for Claims

34,958,636.11 34,958,636.11 34,958,636.11
0.00 0.00 0.00
3,971,796.65 2,672,837.08 2,807,179.37
15 (a) 108,837.50 108,837.50 108,837.50
591,040.49 570,371.07 550,419.90
56,500.00 56,500.00 56,500.00
7HL0 770.00 THLOG
249,081.23 5,528,686.32 1,236,835.22
1,069,012 47 582,046.46 960,831.82
363,012.00 636,134.40 719,176.43
$9,913.06 0.00 0.0
2,185,51 1,00 2,185,511,00 2,185,511.00
R,685,474.40 12,641,693.83 8,626,061.24
57,700.00 57,700.00 57,700.00
27,625.00 27,625.00 27,625.00
15,000.00 15,0100,00 15,000.00
8,512.50 8,512.50 8,512.50
108,837.50 108,837.50 108,837.50
209,762,232.23 212,590,775.48 139,929,001.53
34.000,829.67 35.909,810.15 27,288,528.94
36,500,544.00 971,135.84 433,941,239.38
36,263,187.63 -R47,844.64 442,562,520.59
33,853,473.30 34,090,829.67 35,900,810.15
243,615,705.53 246,681,605.15 175,338,811.68

Sri Lunik Fsport Credit Inzivance Corpnraclos (SLECTC) - Amunal Accouns 2018

Page 10



SRI LANKA EXPORT CREDIT INSURANCE CORPORATION
Annual Financial Statements - 2019

Note: 31122019 L1228 0L.DE.201 %
Rs. Rs. Ry,
1# Sundvy Creditoes, Acerned Expenses snd Provisions
Sundry Creditors
General ¥AT (Charged From Pulir Treinium) 3266200 194,455.06 a0,982.23
Slaff Medical Fund STOITR00 392,073.00 374,93R.00
Refundable Beposits 1.574,900.00 1.535.000.00 1,355,000.00

Acerued Exprnyes

Employees Provident Fund 130,753.26 LO89.079.04 1,164,016.54
Emplovess Trust Fund e,nss.21 104,%28.63 112,142.12
PAYT Tax 5,617.00 13,200.00 28,166.00
Stamp Duty 12,000.00 12450400 14, 150,00
Nalion Building Tax 1,221,854.00 4,275,815.00 33,270.00
(ntbier Payables G, 901,608.66 7.5638,784.17 3,740,622.6%
Charges on States Reports 1,868, 712.17 L8I0.170.06 1 308, 70060
Provisioos
Andil Fees Pavahle 1,853,280.00 2,137,633.92 ¥3%733.92
Tncome Tax Payable 16,402,302.65 61, 741,77 1.20 8,290,764, 48
VAT on Finanvial Services 9,143,503 44 19,355,928.00 000
Annuul Report Printing Charpes 050,000.00 D45,000.00 K90,000.409
Special Tevy Payahle S,000,000.00 23,000,044, B0 15,430 (HH2.00
46,684,020.95 121.209.377.5% 33,229,546.58

v Gratuity Payuble

Muavement in the Accomnt 3 :-. ]

Malance as ar lst Tanary 9548 68700 13,488,109.75 13,383,532.50)
Faid during the year 159.300.00 163,500.00 612,047.25
Provision For the yeao 1,882,030.60 h25 16800 716,024.50
Exeess provision transfirred to General Resorve MY 4,001,093, 75 LELI]
Balunee as at 31st December 11,571,417.60 L, 548,687.00 13,4588,109.75

The define<| benefit plan - Gratuity : The Corporatians not obligation in respect of the defined benefit plun is caleulated by cstimating Lhe
ameunt of Tulure benetits that emplayess huve camed in rerem for thair servics in the cueent period and diseouuted to delemmine its present
vahw, With the adoptation al LKAS |0 . Eraployce Benefits from 2018, the current senvice cost Gl R 700, LRS- snd the present valug of
Tl defined beneli obligation of Rs. 11,571,417/ has been recognized under the project unit eredit menthod,

The Actunrial calewdation was commenced with effect Fom 2018 and the Vallyes For 2019 has een desived by sing the smounts of 2018
inflated by the discount Eactor conzidereit in the otiginal calcelation s the standard requires the actuzrial valuation to he dong once

inthree years.

20 Cupital Emplayed

Capital Coatriboted - Trensury 30.000,4HH. 00 AL,0004:00.00 30,000,000.00

21 Reserves - Please refer attachment | Papez 15)

22 Exchanpe Rare

The Eallawing exchange rates have heen nsed Lo convert the foreign currency as »l ond December 2019

US Dollars u 7,60
Eura - .07

HTF Lotk Bixpart Cremn Nuveanee € ngeanibon S1RC1EC] - Al Acenunms 300 B LI



SRI LANKA EXPORT CREDIT INSURANCE CORPORATION
Annual Financial Statements - 2018

23 Dvisclosure on revaluation of Fixed Assets

- Effective dite of revaluation

Building 01.01.201%
Moter Vehicley 31122016
Computers and Printers 3L122006
Office Equipment 3L123006
Furniture and Fittings 31.12.2018

- Valuation was carried out by the Government Valuation Department

- Valuation has been done us accurately as possible afler inspection and observation and considering all the relevant factors
thar alfect the valie.

- The value arrived by the revaluation is the market value of the assets.

- Carrying value of the revalucd ussety under the cost model,

Building 3, 122,080,658
Mutar Vehicles 0.00
Computers and Printers 0.00
Cffice Equiptmont 0.00
Furniture and Fittings 93,405.93

24 Contingent Liabilitics
() Lavsuits against the Corporatian

Southern Son Teas (P} Ltd Vs 8ri Lanka Fxport Credit Insurance Corporation ; HC (CTVIL) 193 2004 (1)
The case was instituted hy the uxp?h:a_:- nrl Ia :Ejeciilin :)f‘:a :E':luim for & value of Rt 7.02 Million in the
Commercial High Court of Colombe

Present Position : The fudgement wus given in favour ol the expoier and expurter was required o fulfil
ceruin conditions priar to receipt of the compensation, Since the exporter has 5o far failed to mect the

stipulated canditions the payment is withheld.

(b} The tetal Kabiliey underwritien by the Corporation as at 31st December 2019

- Fapun Payments Insuranue Policies in Force Rs. 19,61,500,000.00
- Credit Guarantecs in Force Rs. 3, R40G,598,954 00
Maximutm Liubiliny s, 22,908,098,934.00
25 Investrent Fund Account

. An lovestinent Fund Account was established in Novenber 2011 o transter funds equivalent to the tolal of 8% off
the Yalue Added Tax on Financial Services and 5% of the Incomie Tax on an anal basis on a Treusury Directive,
Snee fhe Corporation is nal invalved in lending funds, 4« per the guidelines issyed by the Central Bank of 80 1anka,
the funds in the Investment Fund Account has been invested in Treasury Bonds over 7 years. The Corporation has
invested a sum of Rs.45.54 Milliom with 1 face value of Rs.51 Milton in over 7 years Treasury Botuls and these

investments have been listed under the tong Term [nvestments.
24 Related Purty Interest

There were no related party inlerest during the year 2018,

FriLanka kxpn | Srulit Inoweaies: Corovalin (SLECIC) - Anmal Acceants 407 Page 12



SRI LANKA EXPORT CREDIT INSURANCE CORPORATION
Annual Financial Statements - 2018

27 Applying Changes in Acoounting Policy

" Effect of Changes in Forcipn Exchange Rates - LKAS 21.
The Accounting Policy in regard to accounting for Exchange Gain/Loss up io the financial vear 2017 was to rceognise the exchange gain/loss
into a BExchange Equilisation Rescrve. 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.

el Lanka Eapart Credit Insuranee Carparation {SLECIC) - Annual Ascmnts 20[% Tuge 13
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SRI LANKA EXPORT CREDIT INSURANCE CORPORATION (SLECIC)

significant Accounting Policies

General Information

Sri Lapka Export Credit Insurance Corporation was established by the Sri Lanka Export Credit Insurance
Corporation Act No. 15 0f 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 Corporation 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 Corporgtion as at 31st December 2018 and for the vear ended,
complies with the Sri Lanka Accounting Standatds) &‘h&j.ﬁ;- Financial Statements are presented in Sri Lankan
Rupees. The Financial Statements are prepared on the historical cost basis and applied consistently with no
adjustments being made for inflationary factors affecting the Financial 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 assumptiens that affect the application of policies
and reported amounts of assets and liabilities, income and expenses. The estimates and associated 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 3 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.

ll?éas



03. Significant Accounting Policies.
The accounting policies set out below have been applied consistently to all pericds 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
transacttons 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 foreign 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 loss account with effect from the financial year 218 confirming to LKAS 21

Prier 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 losses. 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 restering 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,
Plant and 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 lncome_S:'t-gte.n:_ieqtl ~ (]

b) Depreciation

The provision for depreciation is calculated using a straight line method to allocate their cost or revaiued
amounts to their residual values over their estimated useful lives of all Property, Plant and Equipment other
than freehold land.

The principal annuai rates used are as follows.

1. Building 5%

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

An amount equal to 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 sald, the
amount included in the revaluation reserve is transferred to retained earnings.

2| Fzpe
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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
{“ecoverable amount. Impairment losses are recognized in the income statement unless it reverses g 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 occurs and is classified as other [ncome.,

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 heen 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 recognized 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, _

Audited

b) Subsequent Expenditure

Subsequent expenditure is capitalized only when it increases the future economic benefits embodies in the
specific assets to which it relate. All other expenditure, including expenditure on internally generated goodwill
and brands, is 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 any 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 yields or for capital appreciation for both and that is classified as investment
property. After inktial recognition investment property is carried at cost,

3|Page



3.7 Short term Investments

a) Short term Investments in Local currency

The Corporation has made short term surpius funds in Government Treasury bills and other fixed income
i;ivestments and accounted at cost except for the foreign currency denominated fixed depaosits 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 Investmentsin 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 at the rate prevailing 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 Instruments

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 ) i
Trade and other receivables are stated at the azﬁ'ohntfe’skimaitéd to be realized. Provision has been made in the
Financial Statements for bad and doubtful debts which are outstanding for more than three years period.

3.9 Inventories _

Inventories comprised of stock of stationery and consumable items. Inventaries are valued at lower of cost or
net realizable value, after making provision for obsolete 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 te known amounts of cash for the purpase of cash flow statement, cash and cash equivalents consist
of cash in hand and net of outstanding bank overdrafts, short term borrowings and short 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 ptan 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.

dlPage



Under the payment of Gratuity Act, No. 12 of 1983, the liability to an employee arises only on completion of one
years of continued service. The obligation is not externaily funded.

b) Define Contribution Plan
Employee's Provident Fund & Employee’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 to 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.,

Provisions for other products have been created éccording to the following basis.

Seller’s Risk [nsurance Polidy_| | | (] 15%
Direct Guarantee on the ATA Carnet System 2%
Pre Shipment Credit Guarantee 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 madc 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. & reserve has
been created by segregating the proportionate premium for the cover period 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 inte account on the
premium collected on Export Payments Insurance Policies. 15% of the preminm 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 Income has heen 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

5] 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 sale occurs and is classified as other Operating 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
liabilities and for depreciation of Property, Plant and Equipment.

For the purpose of presentation of the Income 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

Income tax expenses for the year comprise of tax on total operation of the Corporation., Income 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, ;;iﬁd a,njz'ddqu:tt_’n‘ents to tax payable in respect of previous years.
Provision for taxation is based on the net profit for the yeér adjusted for taxation purposes in accordance with
the provisions of the Inland Revenue Act No.24 of 2017,

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

OCCUITences or non- occurrence of uncertain future events, which are beyond the Corporation’s control,

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

6|Page



Sri Lanka Export Credit Insurance Corporation - 2019

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 2019 comprising the statement of financial position as at 31
December 2019 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 2019, and of its financial
performance and its cash flows for the year then ended in accordance with Sri Lanka
Accounting Standards.

Basis for Opinion

I conducted my audit in accordance with Sri Lanka Auditing Standards (SLAUSS).

My responsibilities, under tho;{gg Qaﬁxii!igs Eaire 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.

e Obtain an understanding of inigh]u &W}& Feievant 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.



(a)

(b)

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

following;

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;

o 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.

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

Reference to
Laws, Rules
Regulations etc.
National Audit Act
No 19 of 2018 -

Section 41 (1)

Establishment
Code of the
Democratic
Socialist Republic
of Sri Lanka
Paragraph 13.3 of
Chapter Il

Non-compliance

Though the
Management
should be appointed by the
Chief Accounting Officer or
the respective governing
body and the Committee
should review the
operations of the institution
on a continuous basis and

report to the respective
governing body
periodically,  Corporation

had not held audit
committee meetings during
the year 2019.

It was observed that the both
positions of Deputy General
Manager (Marketing) and
Manager (Marketing) had
been vacant for 11 years,
and acting arrangements had
been made for those
positions and paid acting

Alidited

Management
Comment

This is due to the
occasional

appointment of
members of the
Board of Directors
who are not

sufficient to
maintain  required
quorum.

Answer had not been
submitted.

Recommendation

Actions should be
taken in accordance
with laws, rules and
regulations.

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



(©)

(d)

Circular No.
NP/SP/SDG/17

dated 14 August
2017 issued by the
Secretary to the

Ministry of
National  Policies
and Economic
Affairs

Public
Administration
Circular No
02/2018 dated 24
January 2018

allowances of Rs.2,264,691
and Rs.945,700 respectively
during the acting period.

Even though every public
institution should act in
compliance with the circular
and the United Nations
Sustainable  Development
Agenda for the year 2030,
with respect to the vyear
under review, the
Corporation had not been
aware as to how to take
measures relating to the
activities under purview of
their ~ scope.  Therefore,
actions had not been taken to
identify the  sustainable
development goals, targets
and milestones in respect of
achieving those targets and
the indicators to measure the

target achievement of such. _
targets. Jeﬁ\ U f.ﬁ f{_.‘ d

The activities of signing the
performance agreements with
entire staff to enhance the
performance of the staff as
per the circular, developing a
suitable  methodology to
identify the gap between the
competencies already gained
relevant to the
responsibilities and  the
competencies required for the
successful performance of
duties, and preparation of a
unique Human Resources
Development Plan for the
institute had not been done
for the year 2019.

It was noted to identify
the sustainable
development goals
relevant to the
organization and
allocate the necessary
resources through a
strategic action plan.

This is due to the fact
that there is no a
permanent officer to
carry out the human
resource activities of
the institution for a
considerable period of
time since the officer
assigned by  the
corporation has left the
corporation  without
completing the work
assigned to him.

The Corporation
should comply with
the relevant
Circulars.

The Corporation
should comply with
the relevant
Circular.



(€)

Public Enterprises

Circular No.
PED/12 dated 02
June 2003

(i) Section 4.2.2

(if) Section 5.1

(iii) Section 6.5.3

(iv) Section 9.3

Although the Board of
Directors should review the
actual performance with
Corporate Plan and Budget
from time to time, and

monthly performance
statement, operating
statement, cash flow
statement, Liquidity status

and borrowing statement,
monthly procument and staff
statements should be
reviewed at board meetings,
actions had not been taken
accordingly during the year
20109.

A corporate plan had not

been prepared relgvant t -tEe‘ .
year under revié%,ur(jlt el

last corporate plan had been
prepared for the year 2010.

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 2017 and 2018 had
not been tabled up to the
date of 30 June 2020.

Even though the recruitment
procedure and a promotion
scheme should be prepared
and submitted to the

Board meetings
regarding a  few
special issues were

held on four occasions
during the year 2019
with a  minimum
number of Board
Members and monthly
accounts could not be
able to discuss in those
occasions.

Noted. Actions will be
taken to prepare the
corporate plan during
the year 2020.

All copies of the
Annual Report for the
year 2017 have been
submitted to  the
Ministry of Finance by
November 2019 for
the necessary actions
and the Annual Report
for the year 2018 is
being prepared and
action is being taken
to submit it to the
Ministry of Finance as
soon as possible.

It is expected to
establish all the
requirements of the
Human Resources

The Corporation
should comply with
the provisions of the
circular.

The Corporation
should comply with
the provision of the
circular.

The Corporation
should comply with
the provision of the
circular.

The Corporation
should comply with
the provisions of the
circular.



2.1

2.2

3.1

Management Service after  recruiting a
Department for approval, it Human Recourse
had not been done and manager.

qualified officers with more
than 15 vyears of service
experience also lost the
opportunity to apply for
vacancies / promotions.

Financial Review

The operating result of the year under review was a profit of Rs. 242,250,845 and the
corresponding profit in the preceding year was Rs. 309,088,327, thus observing a
deterioration of Rs.66, 837,482 in financial result. Increase in the expenditure by Rs.
16,003,843 or 9.75 per cent of the year under review as compared to the preceding year, had
mainly reasoned for the deterioration of the financial result, although the revenue had
decreased by Rs. 125,677,891 or 21.57 per cent of the year under review as compared to the
preceding year.

Trend Analysis of major Income and Expenditure items

As compared with the preceding y;,ﬂﬁr(, o;Ejr- incpm had decreased by Rs. 131,835,787 and as
a percentage, it was 38.35 per ce .Ll i J %& oreign exchange gain of preceding year
amounting to Rs. 156,248,742 had become a loss of Rs. 5,963,729 in the year under review,

the difference of that as a percentage was 104 per cent. Furthermore, net claims paid in the
year 2019 had increased by Rs. 15,763,257 or 22 per cent as compared to the year 2018.

Operational Review

Management Inefficiencies

Audit Issue

Management Comment Recommendation

Noted. This is due to the

(@)

Although 115 exporters and
98 exporters had paid
premiums  for  export
payment insurance policies
in the year 2017 and 2018,
number of exporters paying
premiums had decreased to
87 in the year 2019.

facts which are beyond the
control of the Corporation,
such as, making no regular
shipments by exporters,
downturn the global
economy, the decline in tea
exports, the increase in the
risk  of buyers in
international  trade, and
obtaining the service of
Corporation by, only a very
limited portion of the
export market.

Promoting exporter
awareness activities
is favorable to the
existence of the
Corporation.



(b)

(©

(d)

A  proper system for
recovery of money from
buyers in  respect of

compensated exports and
ascertaining whether the
buyer had paid money to
the exporter after paying
compensation to the
exporters had not been
implemented  within  the
Corporation. Although Rs.
33.7 million was recovered
during the period of 2015-
2017, no refund was
reported from
compensation payments in
2018 and 2019.

According to the Action
Plan of the year under
review, Activities of
conducting product
awareness programmes on
Cost of Passenger Airfare
Guarantees facilitating
foreign workers and its
changes to Banks,
implementing a  Risk
Management Process in the
Corporation, preparing a
new corporate plan for the
period 2019-2021, product
diversification and
development and
monitoring the paid claims
which were scheduled to be
implemented during the
year 2019 had not been
completed in the year under
review.

Although 34 export
payment insurance policies
were planned to be issued
during the year under
review, only 13 policies
were issued during the year.

Noted. It is expected to
introduce an effective debt
recovery system in the
future.

Although the bank
awareness programs were
not aimed solely at Cost of
Passenger Airfare
Guarantees for  foreign

warkers, it was done with
’ﬁl\l—loﬁi:fge& ces such as pre
and

n post shipment
guarantees. Actions have
been made to prepare the
corporate plan of the
Corporation from the year
2020.

International trade has been
severely hampered as most
of the world's economies
have been in crisis since
2018. Under this
unfavorable situation, based

A methodology for
identifying
recoveries should be
introduced.

Attention must be
paid to perform the
function of Acton
Plan.

Attention must be
paid to perform the
function of Acton
Plan.



(€)

)

That is 38 per cent of the
expected target.
Furthermore, it was planned
to issue 10 pre-shipment
credit guarantees, 08 post-
shipment credit guarantees,
and 455 'Apara’ guarantees
under the issuing of bank
guarantees and only 04, 01
and 136 of those guarantees
were issued during the year
under review respectively.
The target achieved was 40
per cent, 12.5 per cent and
30 per cent, respectively.

Even though the 192
potential customer meetings
were planned, it was
limited to 76 meetings
during the year under
review. Furthermore, 40
meetings  with  existing
policyholders of the
Corporation  had  been
scheduled to be held, only
19 such meetings were held

during the year under
review. In addition, 40
discussions  with  bank
officials on credit

enhancement products and
12 ICC meetings were
scheduled to be held during
the year under review, only
12 discussions and 06
meetings were held in 2019
respectively.

Though the internal audit
had been performed by a
private audit firm as there
was no a post of Internal
Auditor within the
approved cadre, the internal
audit reports for the period
from October to December

on the steps taken by the
Corporation regarding the
buyers in risk countries and
their credit limits, issuing
new  export  insurance
policies had decreased as
targeted.

Before meeting the
potential customers, the
Corporation makes
enquiries regarding their
requirements, out of the
large amount of such
enquiries made, only 76 had

rﬂl\ Ejr%ssed their mterest in
ice the

Corporation. Marketing
officers are individually
well aware of existing
customers and visits are
made only when necessary.
Under the prevailing risk
situation, the Corporation
has restricted the Credit
Guarantee Promotion
activities. Only six ICC
meetings has been held due
to the limited number of
exhibitions in China.

Outsourcing the internal
audit function is
economically more
beneficial to the
Corporation than
maintaining a  separate

internal audit unit within
the  organization.  The

Attention must be
paid to perform the
function of Acton
Plan.

Approved staff
should be revised
and reporting
should be expedited.



(9)

2019 had not been
submitted even up to 10
August 2020.

According to the letter No.
DMS/E4/30/4/201/1 of
Department of Management
Services dated 24
September 2008,  the
approved cadre of the
Corporation was 56, and
since the actual cadre as at
the date of the audit of 30
June 2020 was 33, the
number of vacancies was
23.

internal audit reports for the
third quarter of 2020 are
being finalized and the
audit for the last quarter is
completed and hope to
submit the relevant reports
to you as soon as possible.

Noted.

The  Corporation  has
requested permission for
new recruitments by letters
addressed to the Director
General of the Department
of Management Services
dated 21.09.2018 and
20.02.2019 and expects to
fill the vacancies once the
relevant  approvals are
received.

Audited

Actions should be
taken to amend the
approved cadre or to
recruit.



