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Vision
To become the benchmark regulator in Asia for effective,

efficient and proactive securities market regulation.
 
 

Mission
To promote, develop and maintain a securities market that is fair,

efficient, orderly and transparent.
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Chairman’s Review  

The unprecedented financial crisis during 2008 gave 
us a rare opportunity to review the effectiveness of 
our policies and procedures under volatile market 
conditions. We concentrated our efforts on ensuring 
market integrity, effective supervision and strengthened 
regulation, with the help of a team of professionals here 
at the Securities and Exchange Commission (SEC). 
I believe our approach to regulation, supervision, 
monitoring and enforcement, and market development 
are very much in line with international best practices.

In the wake of the global financial crisis, regulation 
has taken the spotlight more than ever before. During 
the past year, we took steps to introduce changes to 
important components in the regulatory framework. 
Against this backdrop, we approved changes to the 
listing rules, issued guidelines for the regulation of unit 
trusts funds, and proposed changes to the SEC Act to 
enhance regulation.

In our attempt to further strengthen market oversight, we 
intensified our framework for assessing systemic risk, 
and stepped up our monitoring of market intermediaries. 
Our focus was to identify potential problems early and 
ensure they do not escalate into systemic proportions. 
To further strengthen off-site supervision of market 
participants, we standardized reporting formats and 
commenced the development of an electronic filing 
system for regulatory submissions.

Good corporate governance is a vital pre-requisite to 
investor protection. We issued standards on corporate 
governance for mandatory compliance, and introduced 
requirements for independent directors, non-executive 
directors, audit committees and remuneration 
committees. We also introduced a code of best practice 
for voluntary adoption by listed companies. 

Considering the critical long-term needs of the market, 
and to enable investors to minimise and manage 
market risks and volatility, we initiated the introduction 
of exchange-traded financial derivatives. Moreover, 

a functioning derivatives market will not only provide 
additional financial instruments for investors, and allow 
market intermediaries to expand their range of services, 
it will more importantly help increase market efficacy, 
turnovers, and reduce volatility. We laid the foundation 
to the introduction of derivatives by commissioning 
two experts to conduct a feasibility study. The creation 
of a central clearing corporation was identified as 
an essential prerequisite to handle the clearing and 
settlement risk component of both the current equities 
and the proposed derivatives market segments. 
Therefore, as a first step, we issued a directive to the 
Colombo Stock Exchange (CSE) to establish a Central 
Clearing Corporation.

The high transaction costs for stock trading is one of 
the biggest impediments to improving market liquidity. 
A study we undertook on the regional transaction costs 
revealed that Sri Lanka’s costs are among the highest 
in the Asia-pacific region. In view of the detrimental 
effect on the market, we initiated discussions with stock 
brokers and the CSE to explore possibilities of reducing 
the transaction costs for stock trading. 

In order to foster greater awareness and education, 
we successfully included the subject of capital market 
to the grade eight and nine curricula of government 
schools. To promote awareness within the university 
system, we established Capital Market Information 
Centres within three Sri Lankan universities and created 
a comprehensive website with trading statistics, 
research articles and other useful information. The 
television quiz programme conducted Island wide to 
encourage knowledge and awareness among school 
children was a resounding success. 

To ensure that the market participants we regulate 
possess appropriate qualifications and comply with 
proper ethics and standards, the Financial Services 
Academy (FSA) of the SEC prepared a qualification 
framework comprising a certificate programme and a 
diploma level qualification. 

As we stand on the brink of a dynamic 
economic resurgence, our role as the 

capital market regulator must be to foster 
growth. 



SEC ANNUAL REPORT 2008 / 7

Since a robust financial system requires multiple 
channels of funding, we plan to encourage the 
development of a vibrant corporate bond market to 
meet the long-term financing needs of the government 
and the private sector. We plan to encourage state-
owned enterprises and infrastructural projects to tap 
the capital market for their funding requirements and to 
encourage more long-term investments of government 
controlled pension/trust funds in the capital market.

Traditional member-owned exchanges find it increasingly 
difficult to respond to new challenges and changes.  
Demutualization has been identified as an effective way to 
develop a profit-oriented, efficient and competitive stock 
exchange.  In order to demutualise the CSE, we intend to 
work closely with them, based on the modalities already 
developed.

Considering global trends, and changes taking place 
in the securities market in Sri Lanka, our Mission to 

promote, develop and maintain a securities market 
that is fair, efficient, orderly and transparent has 
become more important today than ever before.  Our 
Commission Members and our staff have worked 
tirelessly towards this end, with a high level of 
professionalism, commitment and passion. 

With their help and government support, we will 
continue to win the confidence of investors and protect 
them through proficient and proactive securities market 
regulation. I believe we are making progress towards our 
Vision of becoming the benchmark in Asia for effective, 
efficient and proactive securities market regulation.

Udayasri Kariyawasam

Chairman



8 \ SEC ANNUAL REPORT 2008

Director General’s Review   

In a turbulent and uncertain economic period evidenced 
globally, local market stability remained unhampered 
underlying a strong and prudent regulatory framework. 
During 2008, we were successful in launching several 
far-reaching strategic initiatives keeping in-line with 
the 10 year Capital Market Master Plan (CMMP)   
where the policy rationale and strategy for developing 
the Sri Lankan capital market is well enumerated. The 
recommendations encapsulated in the plan range from  
strengthening and enhancing market micro structure 
to broad basing and facilitating market awareness 
and expansion. The initiatives were directed towards 
enhancing the demand as well as the supply side of 
the market. These endeavors demonstrate our strong 
commitment to developing the capital market in Sri 
Lanka and building capacity. 

Capital Market Development
We provided leadership to facilitate the introduction of 
exchange-traded derivative instruments to our capital 
market. Introduction of derivatives such as index and 
stock futures is expected to have far reaching impact 
on the market and cause a paradigm shift in the way 
the local capital market has been operating thus 
far. It will give rise to competition and complement 
market transactions and information flow, making the 
whole market more robust, efficient and transparent, 
impacting trading volumes and turnovers. 

As an initial step to achieving this important milestone 
we issued a directive to the CSE to establish a much-
needed Central Clearing Corporation. The introduction 
of a Clearing Corporation will serve the dual purpose 
of mitigating settlement and counterparty risk of the 
current equities segment, as well as paving the way 
towards facilitating novation of derivative transactions. 
We have also made arrangements to conduct a high-
level study tour to India early next year to further 
study the operational aspects of derivative markets 
as well as clearing corporations to help CSE and the 
required market intermediaries execute this ambitious 
endeavour. The officials of the SEC, CSE and chief 
executive officers of stock broking companies will 
participate in this crucial visit to India.

The corporate bond market is an important alternative 
conduit  for corporates to raise financing for their activities. 
During the year, the Corporate Bond Development 
Task Force, which was set up by the SEC comprising 
of industry experts to encourage the development of 
a vibrant corporate bond market  finalized a strategy 
paper. An action plan was developed based on the 
recommendations made by the Task Force and would 
be implemented in a phased out manner. Included in 
the plan is an effort to take treasury bills to the  urban 
and rural household through a government investment 
vehicle “Jathika Isura” which acts as an intermediary 
in the process. We have proposed a transparent and 
continued supply of treasury bills through the CSE.  
“Jathika Isura” could buy treasury bills from the market 
and be a seller in the CSE engaged in a role of a market 
maker.This will create a new investment architecture in 
the country.

The SEC remains committed to promoting 
best practices within the corporate sphere, 
and is geared to better regulate the capital 

market.
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We would continue our efforts to demutualise the CSE 
in order to improve functionality and effectiveness. We 
are confident that demutualisation of the CSE will give 
the exchange the opportunity to position itself better to 
respond to the interests of its stakeholders and become 
more competitive and customer driven.  We intend to 
work closely with the CSE on demutualization based on 
modalities already developed. 

We encouraged the Unit Trust Association to develop 
a strategic marketing plan to popularise unit trust 
products and channel rural savings to the capital market. 
We further initiated a number of product development 
initiatives including the introduction of Real Estate 
Investment Trusts and Exchange Traded Funds.

Education and Awareness
To reap the benefits of the capital market investments, 
every Sri Lankan needs to be financially literate. 
Towards this end, we continued to commit substantial 
resources for education and awareness. We ensured 
that all segments of the society including school 
children, teachers, undergraduates, journalists, market 
participants, and general public are accommodated in 
our awareness initiatives. 

We made use of our 21st anniversary as the launching 
pad for a number of education and awareness initiatives. 
Among others, was the signing of Memoranda of 
Understanding (MOUs) with national universities to 
promote capital market subjects by annually sponsoring 
a SEC gold medal along with a substantial cash reward 
for each student who excels in a subject related to the 
capital market. This award will be offered in all national 
universities in the country.  

Having recognised the importance of an informed financial 
services community, we restructured and inaugurated a 
new qualification framework for the investment advisor 
certification programme and also conducted a number 
of workshops for finance professionals. Further, with a 
view to imparting capital market knowledge within the 
university system, we took steps to establish Capital 
Market Information Centres within three universities. 
These information centres which will be launched in all 
the national universities will host a dynamic web portal 
that will consist of research work done on the capital 
market of Sri Lanka along with historical information that 
stretches for 10 years including market, industry and stock 
performances. We will shortly include regional and global 
stock market performance and commit to continuously 
improve the information that is provided. 

Regulation
We have recognised the need to ensure that the 
regulatory framework achieves a balance of being 
sufficiently flexible and at the same time not compromise 
market integrity. In view of this we launched several 
key initiatives to further strengthen our regulatory 
framework during the past year. Steps were taken to 
amend the SEC Act, facilitate the revision of the listing 
rules and draft the Securitisation Act. We further issued 
guidelines for the appointment of external auditors and 
addressed gaps prevalent in the regulation of unit 
trusts.  

Good corporate governance standards are the basis upon 
which investor confidence is built. We issued standards 
on corporate governance for mandatory compliance 
which included requirements for independent and non 
executive directors, audit committees and remuneration 
committees along with certain mandatory disclosures. 
It is important to note that this is the first time that 
corporate governance has been made mandatory for 
listed companies in Sri Lanka. To further ensure an 
environment conducive for investors, we introduced a 
code of best practice for voluntary adoption by listed 
companies.     

Oversight and Compliance
With a view to keeping abreast with the latest market 
supervision methodologies and to attain a high level of 
compliance we implemented a risk-based supervisory 
approach for all capital market intermediaries. New 
standardized reporting formats for all the intermediaries 
were introduced to bring uniformity in regard to 
submission of monthly financial statements We believe 
the adoption of these formats would bring about higher 
reporting and oversight standards in the industry. We 
also initiated development of an on-line filing system 
for the market intermediaries in order to increase 
efficiency. We intend to expand this to encompass all 
listed companies in the future. 

Monitoring and Enforcement
We continued to be vigilant in ensuring effective monitoring 
and enforcement to protect investors and support capital 
market growth. In 2008, our focus was on proactive 
market surveillance. In order to make early detections and 
broaden our surveillance coverage we initiated installing a 
more sophisticated state of the art automated surveillance 
system equipped with advanced real-time capabilities for 
identifying and flagging unusual market behaviour and 
trading patterns with automatic generation of alerts and 
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logs. We are convinced that this initiative will push the 
market integrity to higher levels.

Human Resources
Since the achievement of our goals and objectives 
depend largely on the knowledge, and competencies 
of our staff, we created a new human resource division 
with a Director and support staff. We increased our 
staff strength significantly by recruiting experienced 
professionals with the competencies and skills needed 
to meet the complex challenges in the market. It is 
critically important to continue our efforts to increase 
capacity of the SEC to meet the responsibilities and 
challenges of the future.

Looking Ahead
We are committed to introducing exchange-traded 
derivative instruments, and promote day trading. 
Our future plans also include the linking of the rural 
economy with urban financial domains.

Conclusion
I am pleased with our achievements during the past 
year, which posed numerous challenges for all of us. I 
wish to express my sincere appreciation for the untiring 
efforts, enthusiasm and commitment of our entire staff, 
without whom these achievements would not have been 
possible.

I wish to extend my appreciation to all Commission 
Members for their continued guidance and support 
and assistance provided to us at all times. Our sincere 
appreciation is also extended to all our stakeholders for 
their continued interest and participation in the capital 
market. Together we have established the proper 
foundation for a progressive and vibrant capital market 
in Sri Lanka. 

Channa de Silva

Director General
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Members Of The Commission

Mr. Udayasri Kariyawasam (Chairman)
Mr. Udayasri Kariyawasam is a practicing Chartered 
Accountant by profession, a Fellow Member (FCA) of the 
Institute of Chartered Accountants of Sri Lanka. He is a 
Member of the Certified Practicing Accountants (CPA) 
Australia, a Member of the Association of Certified 
Fraud Examiners (CFE) in the USA, and a Fellow of 
the Society of Certified Management Accountants Sri 
Lanka (FSCMA). He is also a Senior Member (SAT) 
of the Association of Accounting Technicians of Sri 
Lanka. 

He holds a Bachelor of Science Degree in Business 
Administration (Special) from the University of Sri 
Jayewardenepura, Sri Lanka and holds a Masters Degree 
in Business (Accounting) from the RMIT University, 
Melbourne, Australia. He is also a Registered Company 
Secretary in Sri Lanka. 

Mr. Kariyawasam is the Chairman of the Insurance 
Board of Sri Lanka. He is the Senior Partner of Udayasri 
Kariyawasam & Company (Chartered Accountants), 
and Principal Consultant of U.K. Forensic Accountants 
(Forensic Accountants and Frauds Examiners).

He has gained vast experience in holding key positions 
in both the private and the public sectors serving as 
Chairman in the Ceylon Electricity Board (the largest 
Electricity Corporation in Sri Lanka), Bank of Ceylon, 
(the largest Commercial Bank in Sri Lanka), Merchant 
Bank of Sri Lanka, Property Development Ltd and 
currently he is the Deputy Chairman of Lanka Hospitals 
(Apollo) Corporation PLC. He was also a Commission 
Member of the SEC during the years 2004/05. 

Mr. D.K. Hettiarachchi
Mr. D.K. Hettiarachchi is a Law Graduate (L.LB) from 
the University of Colombo, and is an Attorney-at-Law by 
profession. He joined the Department of the Registrar of 
Companies in 1986 as an Assistant Registrar, and was 
promoted to the position of Registrar of Companies in 
1997.  

He has been appointed as the Registrar General of 
companies under the new Companies Act. 

Mr. Hettiarachchi is a member of the Sri Lanka Accounting 
and Auditing Standards Monitoring Board.

Standing from left:

Dr. Ranee Jayamaha, Dr. Lalith Priyalal Chandradasa, Mr. Waduge Nishan Indrajith Chulananda Fernando, Mr. 
Udayasri Kariyawasam, Mr. Graetian Gunawardhana, Mr. D.K. Hettiarachchi.
Absent: Dr. R.H.S. Samaratunga
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Dr. Ranee Jayamaha
Dr. Ranee Jayamaha currently holds the post of Deputy 
Governor, Central Bank of Sri Lanka (CBSL). As the 
Deputy Governor in charge of the Financial System 
Stability, she chairs the Financial System Stability 
Committee of the Bank.  She is the Chairperson of the 
Credit Information Bureau of Sri Lanka, the National 
Payments Council, the Legal Forum and the SAARC 
Payments Council.  She is a member of the Bank’s 
Monetary Policy Committee, Insurance Board of Sri 
Lanka, Securities and Exchange Commission of Sri 
Lanka and the National Economic Council.   

Dr. Jayamaha held the posts of (i) Special Advisor 
(Economics), Commonwealth Secretariat, London, 
UK; (ii) Advisor, Financial Sector Reform Committee, 
Ministry of Finance; (iii) Secretary, Presidential 
Commission on Finance & Banking; (iv) Director/
Banking Development Department of the Central Bank; 
(v) Deputy Director, Senior Economist and Economist 
of the Economic Research Department of the Central 
Bank.  

She received her Ph.D in Monetary Economics from 
University of Bradford, UK;  M.Sc in Economics from 
University of Stirling, UK; and BA (Hons) from University 
of Peradeniya, Sri Lanka.

   

Mr. Graetian Gunawardhana
Mr. Graetian Gunawardhana was educated at Thurstan 
College and studied up to Advanced Level and joined 
the Royal Ceylon Air Force as an Aircraft Engineering 
Technician for 02 years and thereafter served in the 
Police Department for 12 years.

He started his own business as the founder Chairman 
of Hands International (Pvt) Ltd., which is an export 
oriented company with a staff of 3000 workers. He was 
elected the “Entrepreneur of the year” in 1999/2000, 
and was also the recipient of the Gold Award for Exports 
for the Extra Large Category for many years.

Mr. Gunawardhana also served as the Chairman of 
the Exporters Association from 2003-2005. He was 
also the Chairman of the Sri Lanka Taiwan Friendship 
Association for five years and was a Director of the 
American Chamber of Commerce for two years.

Mr. Graetian Gunawardhana was adjudged the “Best 
Governor in the World” at the Boston Academy Awards 
Function in 2006. Today he holds the position as Past 
Board Appointee of the Lions Club International. 

Mr. Waduge Nishan Indrajith Chulananda 
Fernando 
Mr. Nishan Fernando is the President of the Institute 
of Chartered Accountants of Sri Lanka. He serves as 
a Member of the International Accounting Education 
Standards Board of the International Federation of 
Accountants (IFAC), a Member of Statutory Accounting 
Standards Committee; and a Member of the Sri Lanka 
Accounting & Auditing Standards Monitoring Board. 
He is in the governing councils of the National Institute 
of Business Management (NIBM) and the Postgraduate 
Institute of Management (PIM) of the University of Sri 
Jayewardenepura. Mr. Fernando is also a former Board 
Member of the South Asian Federation of Accountants 
(SAFA), the former Chairman of the Accounting and 
Auditing Standards Committee of SAFA and the former 
Chairman and Member of the Urgent Issues Task Force. 
At present, he functions in the capacity of the Group 
Chief Financial Officer at ODEL (Pvt) Ltd. 

Dr.R.H.S. Samaratunga
He holds a Bachelor of Arts (Hons.) Degree in Economics 
from the University of Peradeniya, Sri Lanka; Master of 
Science (MSc.) in Agri Economics from the University 
of Wisconsin-Madison, USA; Master of Business 
Administration (MBA) from the University of Sri 
Jayewardenepura, Sri Lanka.  He also holds a Doctor of 
Philosophy (Ph.D) from La Trobe University, Australia.

Dr.Samaratunga is a Deputy Secretary to the Treasury 
with over twenty five years of experience in public 
service in several capacities.  He has previously held 
senior positions in the Ministry of Finance and Planning.  
Among them were Director, Department of National 
Planning; Additional Director General, Department 
of Fiscal Policy and Economic Affairs; and Director 
General, Department of Trade, Tariff and Investment 
Policy.

He is on the boards of several public enterprises and 
government linked companies such as Development 
Lotteries Board, Bank of Ceylon, Sri Lanka Export 
Development Board, Sri Lanka Export Credit Insurance 
Corporation, State Trading (Co-operative Wholesale) 
Company Limited, Mihin Lanka Limited, Board 
of Investment of Sri Lanka (Observer), De La Rue 
Lanka Currency and Security Print  (Pvt) Limited and 
Postgraduate Institute of Management.



SEC ANNUAL REPORT 2008 / 13

Dr. Lalith Priyalal Chandradasa
Dr. Lalith Priyalal Chandradasa received his Bachelor 
of Medicine and Bachelor of Surgery Degree (MBBS) 
from the University of Colombo. 

He has 15 years of experience in the Ministry of 
Health and served in Colombo, Badulla and Ratnapura 
as a medical officer. His areas of expertise include 
community medicine, administering medical responses 
in emergencies and disasters, policy formulation, 
process and system development and advocacy.

He has served as Chairman, Sri Lanka Ports Authority; 
Chairman, National Aquaculture Development Authority; 
and Chairman, Ceylon Fisheries Harbours Corporation. 
He has also served as the General Secretary to the 
Government Medical Officers Association (GMOA) for 
two terms.

He is currently Director, Community Health at Lanka 
Jathika Sarvodaya Shramadana Sangamaya; and 
Director, Principal Recipient 2 Global Fund Against 
AIDS, Tuberculosis and Malaria (GFATM) Sri Lanka. 
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Senior Management

Standing – From Left

Namal Kamalgoda - Director Surveillance

Dr. D.B.P.H Dissa Bandara - Director Financial Services Academy

Chandrasiri Gannile - Director Human Resources

Ayanthi Abeywickrama - Asst. Director Legal and Enforcement

Himani Weerasekera - Asst. Director Supervision

Malik Cader - Director  Legal and Enforcement 

Ianthie Jayaratne - Director Finance and Administration

Channa de Silva - Director General
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Chart 3: Comparison of accumulated turnover for 
2007 and 2008

 

      

Source: CSE

Sector performance

Demonstrating the overall decline of the market, nineteen sector 
indices declined while one sector index gained. Associated 
Electrical Corporation PLC and John Keells Holdings PLC sold 
their stake in Associated Motorways PLC to the Dubai based 
Al - Futtaim Engineering LLC, which enabled the Motors sector 
index to record the highest gain of 14.3% during the year 2008. 
The Information Technology sector index experienced the highest 
decline of 56.3%.

Foreign participation

Net foreign inflow continued its positive trend experienced in the 
recent years. Rs. 13.9 billion flowed into the country underlying 
foreign purchases of Rs. 66.6 billion and foreign sales of Rs. 52.7 
billion. Foreign participation in the total number of shares traded 
and the number of trades that took place on the CSE amounted to 
38.7% and 5.9% respectively.

Performance in global and regional markets

Most stock markets suffered declines in 2008. The Dow Jones 
industrial Average of USA fell by 33.8% during the year. On a 
regional note, the SENSEX Index of Bombay Stock Exchange 
India and NIFTY Index of National Stock Exchange, India recorded 
losses of over 50.0%. Similarly, the Stock Index of Thailand 
(SET) and the Kuala Lumpur Composite Index (KLCI) experienced 
losses of 47.6% and 39.3% respectively. The CSE outperformed 
most of the regional countries during the year in that it declined 
less than most major markets.

Corporate bond market
The corporate bond (debenture) market in Sri Lanka is 
significantly lagging behind the government securities market 
and the stock market, accounting for less than 1.0% and 4.0% 
of the outstanding of government securities and the stock market 
capitalisation respectively or 0.5% of the GDP at the end of 2008. 
The market activity is quite limited due to the narrow issuer and 
investor base. The secondary market hardly has any liquidity. 

During the year 2008, 14 debentures issued by 5 companies 
were newly listed on the CSE. These debentures raised Rs. 6.9 
billion at the face value. The table below indicates the details of 
newly listed debentures:

Table 1: Newly listed debentures in 2008

Issuer No. of 
issues

Total raised 
(Rs. Mn.)

Bank of Ceylon 3 4,272

LB Finance PLC 4 450

Nations Trust Bank PLC 1 1,000

Singer (Sri Lanka) PLC 2 300

Seylan Bank PLC 4 559
Total 14 6,581

Source: CSE

At the end of 2008, total outstanding value of listed debentures 
on the CSE stood at Rs. 19.0 billion at the face value. Most of 
these debentures were unsecured subordinated redeemable 
debentures, with floating or fixed coupon rates issued by the 
banks and finance companies. A majority of these issues have 
a maturity between 5 - 10 years with original maturity ranging 
between 2 - 18 years.

Table 2: Outstanding value of listed debentures by 
industry

Industry sector No. of 
issues

Outstanding value 
(*)(Rs. Mn.)

Bank & Finance 61 18,718

Power & Energy 1 54

Trading 2 300
Total 64 19,072

Source: CSE

(*) Outstanding is the total of face value (maturity value).

Capital Market Review
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Table 3: Outstanding value of listed debentures by 
original tenure

Original Tenure No. of 
issues

Outstanding value 
(*)(Rs. Mn.)

1-3 years 3 27

3-5 years 9 644

5-10 years 40 14,058

Over 10 years 12 4,343
Total 64 19,072

Source: CSE

(*) Outstanding is the total of face value (maturity value).

National Asset Management Ltd.

Ceylon Asset Management Company Ltd.

C T Fund Management (Pvt) Ltd.

Eagle NDB Fund Management Company Ltd.

The Unit Trust Management Company (Pvt) Ltd.

Unit trust funds
There were seventeen operative unit trust funds managed by five 
managing companies at the end of the year 2008. The market 
share of each unit trust managing company in terms of the Net 
Asset Value in the year 2008 is reflected in the following chart:

Chart 4: Market share of the unit trust managing 
companies 

 

Table 4: Overall position of unit trust funds

2008 2007 % Change 

Net Asset Value (Rs. Mn.) 6,780 6,296 7.7

Number of unit holders 22,685 23,191 (2.2)

No of units issued (000) 638,112 469,853 35.8

Investment in equity (Rs. Mn.) 2,589 3,655 (29.2)

Investment in treasury bills (Rs. Mn.) 2,903 932 211.5

Investment in other instruments* (Rs. Mn.) 1,293 1,709 (24.3)

Source: Regulatory submissions by unit trust managing companies

* Commercial papers, trust certificates, debentures and bank 
deposits.

38.1% of the unit trust funds were invested in equity, 42.8% in 
treasury bills and 19.1% in other money market instruments as 
at 31 December 2008. 

Capital Market Review

Outlook for the domestic capital market

Sri Lanka’s capital market is anticipating a rebound in the wake 
of peace prospects and easing of international financial market 
pressures. The dawn of peace is expected to reshape the economic 
landscape paving the way to entrepreneurial opportunities in all 
parts of the country, particularly in the North and East. In this 
backdrop the capital market has the potential to finance Sri 
Lanka’s economic prosperity and infrastructure development. 

Source: Regulatory submissions by unit trust managing
companies
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THINK CLEARER..
There is a fresh wave of optimism that everyone is feeling. It is  
time to think smarter, long term and clearer....
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 For the year ended 31December    Note 2008                         
Rs.

2007                         
Rs.

Income    

Interest on investments - treasury bills  26,373,646 16,813,810 

 26,373,646  16,813,810

   

Less  

EXPENDITURE   

 

Audit fees   25,000  25,000

Total expenditure    25,000  25,000  

   

Add: Prior year over provision of custodian fees  7   -   57,745

Add: Prior year over provision of audit fees  19,731  -

Excess  income over  expenditure for the year  26,368,377 16,846,555

The notes appearing on pages 67 to 70 form an integral part of the Financial Statements.

Financial Statements

Settlement Guarantee Fund
Income  and Expenditure Statement 
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Settlement Guarantee Fund
Statement of changes in Net Assets

 For the year ended 31 December
   

2008                         
Rs.

2007                         
Rs.

 

Accumulated  Fund    

Balance at the beginning of the period  89,509,895 72,663,340

Net surplus  for the period  26,368,377 16,846,555

Balance at the end of the period  115,878,272 89,509,895 

The notes appearing on pages 67 to 70 form an integral part of the Financial Statements.

 Financial Statements
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Settlement Guarantee Fund 
Cash Flow Statement
For the year ended 31 December    Note 2008                         

Rs.
2007                        

Rs.

 

Cash Flow from Operating Activities    

Net surplus for the year  26,368,377 16,846,555 

Adjustment for    

Change of Working Capital    

(Increase)/decrease of other receivables  2 (8,882,266)  (5,250,765)

Increase/(decrease) of other payables  3 5,269 (32,745)

 (8,876,997) (5,283,510)

Net Cash Flow from Operating Activities  17,491,380 11,563,045 

Net Cash Flow from Financing Activities   -    -   

Cash Flow from Investing Activities    

Investment in treasury bills   (17,491,380)  (11,563,045)

Net Cash Flow from Investing Activities   (17,491,380)  (11,563,045)

Net Increase/(decrease) in cash and cash equivalents   -    -   

Cash & dash equivalents at the beginning of the period  35,325 35,325 

Cash & dash equivalents at the end of the period  35,325 35,325 

The notes appearing on pages 67 to 70 from an integral part of the Financial Statements 

Financial Statements
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Settlement Guarantee Fund
Notes to the Financial Statements

1. ACCOUNTING POLICIES

1.1 STATEMENT OF COMPLIANCE 

The financial statements of the Settlement Guarantee 
Fund (SGF) have been prepared in compliance with 
the Sri Lanka Accounting Standards issued by the 
Institute of Chartered Accountants of Sri Lanka and are 
in compliance with the said standards. 

1.2 BASIS OF PREPARATION

The financial statements of the Fund are presented in 
Sri Lankan Rupees rounded to the nearest Rupee and 
are prepared on accrual basis under historical cost 
convention. Where appropriate accounting policies are 
disclosed in succeeding notes.

1.3 COMPARATIVE FIGURES AND NARRATIONS

Comparative figures have been adjusted to conform 
with changes in presentation in the current financial 
year where necessary.

2. ASSETS & BASES OF VALUATION

2.1 INVESTMENTS

Investments are made in Government Treasury Bills 
only and stated at cost.

2.2 CASH AND CASH EQUIVALENTS

Cash and cash equivalents in the Cash Flow Statement 
comprise cash at bank, cash in hand and call 
deposits. 

3. LIABILITIES & PROVISIONS

3.1 RETIREMENT BENEFIT

Retiring gratuities payable under the payment of Gratuity 
Act No. 12 of 1983 do not arise since the Settlement 

Guarantee Fund is administrated by the Trustees and 
there are no permanent staff employed by the Fund.

3.2 ACCOUNTS PAYABLE

Payables are stated cost

4. INCOME & EXPENDITURE

4.1 REVENUE RECOGNITION

Interest income is accounted on accrual basis. 

4.2 EXPENDITURE RECOGNITION

All expenditure incurred in maintaining the Fund has 
been charged to revenue in arriving income over 
expenditure.

5. RECEIVABLES 
 2008 2007

 Rs.  Rs.

Receivable from Cess       35,648  -

Treasury bill interest

receivable 24,185,965 15,339,347 

 ------------- -------------

 24,221,613 15,339,347  
  ======= =======

6. PAYABLES 
 2008 2007

 Rs. Rs.

Audit fees 130,269   125,000  
 ----------- ------------  
 130,269 125,000 

 ====== ======

Financial Statements
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Financial Statements

7. PRIOR YEAR ADJUSTMENT
Over provision of Audit Fees Payable of Rs.19,731 was 
treated in terms of Sri Lanka Accounting Standard 
No. 10-Accounting Policies, Changes in Accounting 
Estimates and Errors.

8. CAPITAL COMMITMENTS
There were no capital commitments as at 31 December 
2008.

 

9. CONTINGENT LIABILITIES
There were no contingent liabilities as at 31 December 
2008.

10. EVENTS AFTER THE BALANCE SHEET 
DATE
No material events have occurred after the Balance 
Sheet date necessitating any adjustments in the financial 
statements except the following disclosure.

With a view to strengthen the SGF the Securities 
and Exchange Commission of Sri Lanka at its 243rd 
Commission meeting held on 31 December 2008 
decided to transfer a sum of Rs.100 million from the Cess 
Fund to the SGF during the year 2009. In line with this 
decision the Colombo Stock Exchange is also expected 
to transfer Rs.100 million during the year 2009. 

11. RELATED PARTY TRANSACTIONS 
The Trustees of the Fund are the Chairman and the Director 
General of the Securities & Exchange Commission of 
Sri Lanka (SEC), the Chairman and the Director General 
of the Colombo Stock Exchange (CSE) and the Deputy 
Secretary to the Treasury.

Mr Sumith Abeysinghe upon receiving a promotion 
as Secretary to the Treasury ceased to be a Trustee of 
the SGF on 18 September 2008. Mr Lalith R de Silva 
assumed duties as a Trustee on 7 October 2008 by 
assuming duties as Deputy Secretary to the Treasury. 

The following table depicts the Directorships held by the 
Trustees of the Fund who held office during the year.  
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Name Name of Related Institution Relationship

Dr G Wickramasinghe Informatics (Pvt) Ltd

Informatics Institute of Technology Ltd

Informatics Information Systems (Pvt) Ltd

Informatics Agrotech (Pvt) Ltd

Visual Computing Systems (Pvt) Ltd

Informatics International Limited  

Informatics Hospitality Systems Ltd 

Informatics International Lanka (Pvt) Ltd

Informatics Holdings Limited 

Charles Exports (Pvt) Ltd

Industrial and Financial Systems Solutions Ltd 

Systems Integrators (Pvt) Ltd

Informatics Trading (Pvt) Ltd

Industrial and Financial Systems Sri Lanka Ltd

Bank of Ceylon 

Property Development Ltd

Merchant Bank of Sri Lanka Ltd

Merchant Credit of Sri Lanka Ltd

Ceylease Financial Services Ltd 

BOC Travels (Pvt) Ltd

Mireka Capital Land  (Pvt) Ltd

Securities and Exchange Commission of Sri Lanka

Insurance Board of Sri Lanka  

Financial Services Academy 

Director 

Director

Director

Director

Director

Director 

Director 

Director 

Director

Director

Director

Director

Director 

Director 

Chairman 

Chairman 

Chairman 

Chairman 

Chairman 

Chairman 

Director 

Chairman

Chairman resigned

w. e. f. 5.08.08

Trustee resigned 

w. e. f. 29.07.08

Financial Statements

Settlement Guarantee Fund
Notes to the Financial Statements
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Settlement Guarantee Fund
Notes to the Financial Statements

Mr A Nihal Fonseka DFCC Bank •	
Acuity Partners (Pvt) Ltd•	

DFCC Consulting (Pvt) Ltd•	
DFCC Stockbrokers (Pvt) Ltd•	
Lanka Industrial Estate Ltd•	
Lanka Ventures Ltd•	
Synapsys Ltd•	
Colombo Stock Exchange •	
National Asset Management Ltd•	
Commercial Bank of Ceylon Ltd•	
Commercial Bank Primary Dealer Ltd•	
ONEZero Company Ltd•	
Credit Information Bureau of Sri Lanka•	
National Institute of Business Management•	

Postgraduate Institute of Management •	

Director 
Chairman w. e. f. 
February  2008
Chairman
Chairman
Chairman
Chairman
Chairman
Chairman
Director
Director
Director 
Director 
Director 
Member of Governing 
Board
Member, Board of 
Management resigned 
w. e. f.  November 2008

Mr Sumith Abeysinghe Bank of Ceylon•	

Securities and Exchange Commission•	
       of Sri Lanka

Insurance Board of Sri Lanka•	

De-La Rue Lanka•	

Director (Treasury 
Nominee) 
resigned w. e. f.18.09.08 
Member (Treasury 
Nominee) 
resigned w. e. f. 18.09.08 
Director (Treasury 
Nominee) 
resigned w. e. f. 18.09.08 
Director (Treasury 
Nominee) 

Mr Channa de Silva Insurance Board of Sri Lanka •	
Sri Lanka Accounting & Auditing •	

       Standards Monitoring Board
Construction Guarantee Fund •	
National Payment Council •	
Securities and Exchange Commission•	

       of Sri Lanka

Ex-officio Member
Ex-officio Member

Trustee
Member
Director General

Ms Surekha Sellahewa Colombo Stock Exchange • Chief Executive Officer 

Mr Lalith R de Silva Securities and Exchange Commission• 

       of Sri Lanka

Insurance Board of Sri Lanka• 

Ex-officio Member 

Ex-officio Member 

Financial Statements

Other than the transactions in the ordinary course of business at market rates no transactions were recorded with the said institutions during 
the year.
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 Company Stock Broker Stock Dealer 

Amana Securities Limited X X

Asha Phillip Securities Limited X

Asia Securities (Pvt) Limited X

Bartleet Mallory Stockbrokers (Pvt) Limited X X

Capital Alliance Securities (Pvt) Limited X X

Ceylinco Stockbrokers (Pvt) Limited X

CT Smith Stockbrokers (Pvt) Limited X

DFCC Stockbrokers (Pvt) Limited X

DP Global Securities (Pvt) Limited X

First Guardian Equities (Pvt) Limited X X

HNB Stockbrokers (Private) Limited X

JB Securities (Pvt) Limited X X

John Keells Stockbrokers (Pvt) Limited X

Lanka Orix Securities (Pvt) Limited X

Lanka Securities (Pvt) Limited X

N D B Stockbrokers (Pvt) Limited X

S K M Lanka Holdings (Pvt) Limited X

SC Securities (Pvt) Limited X

SMB Securities (Pvt) Limited X X

Somerville Stockbrokers (Pvt) Limited X

Taprobane Securities (Pvt) Limited X X

Licensed stock brokers and dealers 

Additional Information
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Market Intermediaries 
Registered as at 31 December 2008 

Registered market intermediaries under the categories of margin provider, investment manager and underwriter are set out below:

Company Margin Investment  Underwriters

  Providers  Managers

01 Aegis Fund Management (Private) Limited - X -

02 Amana Capital Limited - X -

03 Bartleet TransCapital Limited - X -

04 Capital Alliance Securities (Private) Limited  - X -

05 Capital Reach Credit Limited    X - -

06 Ceylinco Shriram Asset Management Limited * X X -

07 Commercial Bank of Ceylon PLC X - X

08 DFCC Vardhana Bank Limited X - -

09 DP Capital Management (Private) Limited  X X -

10 First Capital Asset Management Limited - X -

11 First Capital Markets Limited X - -

12 First Global Investments (Private) Limited  - X -

13 Guardian Fund Management Limited - X -

14 Hatton National Bank PLC X - X

15 JB Financial Services (Private) Limited - X -

16 Lanka Orix Finance Company Limited X - -

17 Merchant Bank of Sri Lanka PLC X X X

18 National Development Bank PLC X - X

19 Nations Trust Bank PLC X X -

20  National Wealth Corporation Limited - X -

21 Orion Fund Management (Private) Limited - X 

22 Sampath Bank PLC X - X

23 Seylan Bank PLC X - -

24 SMB - Kenanga Investment Corporation Limited - - X

25 Waldock Mackenzie Limited  X X -

26 WealthTrust Corporation (Private) Limited   - X -

           Registered market intermediary under the category of a clearing house:

27 Central Depository Systems (Private) Limited

           Registered market intermediaries under the category of a credit rating agency:

28 Fitch Ratings Lanka Limited

29 RAM Ratings (Lanka) Limited

Additional Information
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The below mentioned companies have been licensed 
to operate the unit trusts set out below:

1.  Ceylon Asset Management Company Limited

 • Ceylon Index Fund

 • Treasury Savings Fund of Ceylon Asset    
          Management (formerly known as Ceylon 
    Income Fund) 

2.  CT Fund Management (Private) Limited

 • Comtrust Equity Fund

3.  Eagle NDB Fund Management Company Limited

 • Pyramid Unit Trust

 • Eagle Gilt Edged Fund

 • Eagle Income Fund

 • Eagle Growth Fund

4. National Asset Management Limited

 • NAMAL Income Fund

 • NAMAL Money Market Fund

 • NAMAL Flexi Income Fund

 • National Equity Fund

 • NAMAL Growth Fund

 • NAMAL Amana Equity Fund

 • NAMAL Gilt Edge Fund 1

5.  The Unit Trust Management    
       Company (Private) Limited

 • Ceybank Unit Trust

 • Ceybank Century Growth Fund

 • Ceybank Gilt Edged Fund

Additional Information
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