


INDEPENDtrNT AUDITORS' REPORT

TO THE SHARtrHOLDERS OF SERXNDIB FINANCE LIMITED (FORMERLY KNOWN AS INDRA
FINANCtr LIMITED)

Report on th€ Financial Ststements
We have audited the accompanying financial statements of Serendib Finance Limited, formerly known as Indra Finance
Limiled ("the Conpany"), which comprise the statemenr offinancial position as ar March 3t, 2016, and the starements
of pmfit or loss and other comprehensive incorne, changes in equity and, cash flows for rhe year then ended, and a
summary olsignificant accounting policies and other explanarory informarion.

Board's R$ponsibility for the Financial Statenents
The Board ofDirectors ("Board") is responsible for the preparation ofthese financial statements that give a true and tair
view in accordance with Sri Lanka Accounting Standards, and for such internal control as Board determines is necessary
to enable the Fepamtion of financial statenents that are free ftom material misstalemen! whether due 1o fraud or error.

Auditorsr Responsibility
Our responsibility is to exFess an opinion on these financial statements based on our audit. We conducted our audit in
accordance with Sri Lanka Auditing Standards. Ihose standards require that we comply with elhical requirenents and
plan and perform .he audit to obtain reasonable assurance about \{hether the financial statements arc fiee from material

An audit involves peforming procedures to obtain audit evidence about tbe amounts and disclosures in the financial
statements. The procedures selected depend on the auditon'judgnent, including the assessment of the risks of material
misstatement ofthe financial statements, whether due to fmud or elror. In making rhose risk assessments, the auditor
considers intemal control relevant to lhe entity's prepdation ofthe financial statements tla. give a true and fair view in
order to design audit procedures that are appropriate in the circumstances, but nor for rhe pu.pose ofexpressing an opinion
on the effectiveness ofthe entity's inlemal control. An audit also includes evaluating the appropriateness ofaccounring
policies used and the reasonableness of accounring estimates made by Board, as wett as evaluating the overatl
presentaiion of the financial statements.

We believe that lhe audit evidence we have obtained is sufiicient and appropriate to provide abasis for our audit Opinion.

Opinion
ln our opinion, the financial statements give a rrue and fair view of the financial posirion of the Company as ar
March 31, 2016, and ofits financial performance and cash flows for the year then ended in accordance with Sri LanlG
Accounting Standards.

Report on Other Legal and Regulatory Requirements
As required b) seclion l6J (2r ofrhe Companies 4ct \o. 07of2007. we \rate rhe fo owing:

a) The basis ofopinion and s€ope and limitations ofthe audit are as stated above.
b) In our opinion we have obtained all the infomation and explanations that were required for the audit and, as fal

as appears liom our examination, prcper accounting records have been kept by the Company and the financial
statements of the Company, comply with the requirements of section I 5 I of rhe Companies Acr No 07 of2007.

l,zor...lY#"--'
CHARTERED ACCOUNTANTS
Colombo
23d June 2016

(ch.nered Accounranis)
32A, Sir Mohamed Macan Markar Mawatha,

Iel : +94 - ll 542 6428
Fax : +94 ll 244 5872

+94 11 244 605a
+94 11 2541249
+94 - 11 230 7345

nternel : www k.kpma.cofr

rJ s. Fijlhd fa



SERENDIB FINANCE LIMITED

S'I'A'I'EMENT OF PROFIT OR LOSS AND OI'HDR COMPREHENSIVI] INCOMI'
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20t6 2015

forth. leat ended 3J Mdrch

I.cc and comnrission income
l-ee and commission expenses

Nct rec and connission incom€

Other operating incomc

'Iot{lopeDling income

lnpairment charaes lor loans and othff losscs

Net oDerating incomc

Deprcciati0n and amorLizalion
Other opcrating cxpcnscs

Op$aIins profit / (l,o$) bcfore vilue added tAr on linrncinl seNices

Val{c add€d tar on financialscrvices

Profrt / (Los) bcforc taiatioi

Prolit / (Loss) for the yezr

Other comprchcDsiYc ihcome

Itcns that will ncver bc recl.ssificd to prolilor loss

Revaluation surplus ofpropeny planl and cquipmcnt, nct ol tax

Rcvaluation sorplus ofpropcrty plant and equipnrcnt
I)eiared tax (chargc) / rcversalon rcvafuation surplus

Actuarialsnins/(losses) on delined bencfil plans, nct oflax
Actlurialgains/ (losset on defined benclit plans 

_

Deletred tax (chargc) / rcvcrsalon acLuarialsains/ {Lossct

IIems tha! .re or mAy be reclassitied 1o prolil or loss

Nct chansc in r:,ir valuc ofavailable'fo. salc linancialassers, nel oflax
Ncl changc in lair vriw ol availablelbLsalc Jinanciala$cis
Delirrcd tax rclcfsal on available-loFsale financial a$cts rcscrvc

Othcr conprchensivc incom€ fortheyear, nci ollrx

]'otal comprchcnsivc ihcome for thc yc,r

Basir e..nings pcr share

t0

t6

t1

figores in brackcrs rndicatc dcductions.
-lhcanncrcd 

nolcli lo rh. financialsrarcnrcrrs larm !n intcgral parlolthcse financial Slatenrents.
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44',1,079,734 404!568,101

388,512,77i 345,911,398
(.172.186,297) (124,51 \,5 t 9)

215,786.474 221.36),879

54.925,652 54,546,652
(r9,022,959) (4,527,714)

1i.902.691 50.0r8,918

3,581,307 4,088,253

255,270,478 215,469,070

(190,408,629) (rI1,070.999)

64,861,849 144,398,071

(60,304,929) (59,452,155)
(9,939,130) (8,782,928)

(69,697,361) (55,t11,367)

Q5.47r,17t) 20,991,420

(2,474,86)

I8,516,557
(r6,458,9I)

(15,u19,77))
(8,6?7,804)

_183tilltlr 2,Q51,624

I

I

[]

{

I

,1.,

11.843,744

3,746,509 (10,095,821)

1,74(,,tu,) 41,141,92J

20,109 (196,581)

(5,6]l) 55,041

(21.o28) (16,87D

1,56'1 4,726

(r9,461) (r2.1'] )

.3,74t,526

t4.478 (l4t'8)

47,5r4.234

(80,016,049) 49,6s1,8s8

0.r0



SERENDIB FINANCf, LIMITED
STATEMENT OF FINANCIAL POSITION
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ASSETS

Carh and cash equivaletu
D€posils with li€nsd b&ls
Financial itrrestmds - Availabl+for,sale
Seuitis pmha!€d dde. t€sal€ agr€ements

Prolerty, plant and equipne

LTABILITIES

Olher liabilities

Tot l liabiltll€s

EQUITY

Iotrl liabilitie md equlty

2015

R&

2016

Rr

19

20

2l

,J
,,4

30

25

26

27

2a

29

30

4.563.2,|9

I?.886.559

78,6E0,438

2,949,2t2,439
r99,044,037

7,947,045

t3,274,924
9,695,44L

3320J40536

2,464,655.69
15,0{0,00,0

3,7L2.464

2t,071,988

144,281,006

,,645Jn,t55

11,413,303

4,469,744

16,833,409

\6n,542
t,76 t.2t6,O94

7A2,2aO.4tl
4,014,279

11,680,124

---?pt$!!p!L

1,06,1.9??,098

211,7n,494
2,7U,6r0

23,t24,047
34,410,605

t23,277,623

1.466.375,471

JJ
34

580,000,001

01,981,191)
103,594,571

671,6I3,381

380,000,000

7I,?61,9M
99,467,523

ss\,629,429

- __?{1!p!!p!!_,J20J40536

The amexed notes lo the fimcial slalenenrs fom ?n integral pan ofdEse Fimcial Sratenent!.

I ce.tify tI4 th* Fimcial StaletMis are in conplian@ with lle r€quirends of the Conpani€s Act No. 07 of 200?

tl
yt"\

Cl,ef rimncirl Ofic€r

The B.ard ofDndon is i€s?onsible for 1iie prcpantion md pNnlation ofthe€e Financial Stalenenrs.

Approved and signed for and on b€har of the Board, 4.i
=:ilCTO/Dimlor

23 June 2016

Kandy

\t
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SERENDIB FINANCE LTMITED
STATEMENT OF CASH FLOWS
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For lte ))eQr e den 3l March,

Cash fiows from/(us.d in) oDerating activiiics

Profr t/ (Loss) bcfore laxation

Jmpaimcn! charges lor loans and othcr losses

Notionaltd on intcrcst incomc from governmcnt sccuntres
Dividend income

Doprcoiation and ano.lizalio!
l,rovision(revercal) for dcfined bcnefil plans
wriling offofPPE
Disposal profilon salcof PPE

Operhting profi t bcfore working capital changes

(!ncicaseydecrcaso in loans and receivables
(tncrcasc)/decrcase in ahounts duc from relared companics
(lncrcase)/decreasc in other ascls
lncrcase{dccrcase) in orher liabilitics

Cash generxtcd trom/{used in) operations

Nel cash flows rroh/(used in) operating Acrivities

Cash fiows frod/(uscd in) invest'De activitics

Nct invcstmcnr in Dcposils with licenscd banks
Nct Investnenl in financial investncnts - Availablc for sale

Nct Invcstmcnt in Securilics purchased under rcsale agrcemcnts
Acquisition ofpropcrty, plant aDd equipmenl
Acquisition of intaneible assets

Dividedd income

Procccds fiom sale ofPPE
Nct cash fiows used in investirg activities

Cash flows froh{uscd in) tioancing activities

Ncrcash now from securitiT-ed bomwings
Debenlurc rcdemplions

Ncl proceeds from thc issuo ofordinary sharcs

Nctcash fiows froD(uscd in) financing activities

Nel decre{sc in cash and cash €quivalents
Cash and cash equivalents al lhe bcginning ofthe ycar

Crsh and crsh equivalents al the cnd ofthe year *

* Analysis ofcash and cash equival€nts at the end oftheyear
Cash and bank balanccs (Note l9)
Bank ovcrdraft (Nofc 26)

(79,7 52,526) (25,48i,703)

2016

Rs.

175,079,77 1'

190,408,629
(244,346)

(54,000)

9,939,330

r,0r0,463

90,37 |

(148,896)

2015

18,516,557

r3t,070,998
(182,892)

(36,000)

8.742,928
a6t,255

(63,671)

l58,14rJ6'

(89,394,85?)

8,5i5,100
(2,44t,778)
67,t45,377

t42,793,011

t25,921,780

(r,4 r 8,405,374)

r,984,682

21,003,383
(t .269,495,529)

(54,420,605)

(62,500)
(r,323,978,6i4)

(r2,611.919)

I10,18 t,092

4,469,744
(1.080.r 78)

(7 6,982,896)
(6,964,62 r)
( 1,000,500)

54.000

t,351,925

(369;744)
(t 6,709;7 09)

(224.861)
(8,186,032)

(175.000)

36,000

14'1_643

r,097,545,685

(202;79 / ,494)
200,000,001

(211,760,141)

(308,982,968)

(t40,098,936)

_______812{!.pq!r

4,563.249

(453,645,153)

______31r'9r4q

t,094,748,192 (2t 1 ,164,1 4t)

(t07 ,460,7 52)
(33,038,184)

__Ll1!42!t!!I

l l.4r i,303
(t51.s r 2,239)

- __1!!!:!2!2i!I

ligurcs in brackcts indicalc dcductions.

-lhc 
anncxcd nolcs to thc,lnancialstatcmcnts form an inrcgralpa ofrhcsc fjnancialSralcmcnls.
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SERENDIB FINANCE LIMITED
NOTES TO THE FINANCIAL STATEMENTS Page 6

r. REPORTING ENTITY

l.l General

Serendib F'inanc€ Limired (former ly known.as lndra Finance Lirniled (.rhe Company,), regutared under rheIrinance Business Act No. 42 of20l l, was incofporale on 198 7 as a Lirnircd t_iabiiiry Company domiciled

I":1i:?*i$Jr": **isions of the companies i" N". ii 
"i 

rriii""J.e_"igrst"red und", th" co.pani"s

il:r:"i:# 
olfice and the principal place of business of the cornpany is located at r87, Katugastota

l-2 Prircipat Activities and Nature ofOperations

The principat activities olthe Co
and other crcd it faciliti"" th"." ,]:f:t^ i:-q*nting 

of Lea'e Facilities' Flire Purchase' Mortgage Loans

coInpu"y d",in8 
" 
i*;;,;i;-Jffil;:ilj:art changes in the nalure of the principal activ-itLs ofthe

1.3 Parent Entiry and Uttimate parcnt Entity

'fhe company's parent enterpfise and the urtimate parent enterprise is commercral Bank ofceylon p,-c.

t.4 Number ofemptoyees

'fhenurnberofemployeesas 
ar3t March 20t6 is 102(20i5: 98).

2. BASIS OF PREPARATION

2.1 StatcmentofCompliance

The Pinancial slatements ofthe company which comprise ofthe statement offinancial position, statenent
:l-Lit,,.l a*. 

:."0 gther Cornprehcnsive Inco,ne, Stat"m"nt oi Cr,""g""^in cqu,,y, Starement of Cashftow and Accounrinp poricicsanJ Nores. haveoeen ptepated dnd pr"".ni"J;n u""oro"n.. wrlh Sri Lanka
1-"::i.",i"t Srandards (SLASg taid^down by ttre tnitirute ot Ctraier"J o""ounruno ot S.i Lanka and incompirance with the requirements ofrhe compuni"s a"t uo. oi oiiooi ani-t'e l'inanc" gusiness act No.42 of 201| .

2.2 Approval ofFinancial Statcments by the Board ofDirectors

The Financial Statements of the C^ompany for the year ended 3lst March 2016 wefe approved andauthorized for issue by the Board o'Direcfors in *"ita-""-*itr,-ri 
" 

.""iiJ,'on or,rr" oi*"tors on 23dJune 2016.

2.3 Basis of Measurement

l'he Financiai Statements ofthe Company have been preparcd on the histo cal cost basis, except for thetbllowing material items in the Statenrent of pinancial bosition:

. Availablc-for_Sale financial asscts are measured at fair value.

' Liabilities fo. defined benefit obligations afe recognized al the pr€sent varue ot the defined benefitobligation.
Land and buildings measurcd at oost at thc time ofacquisition and subsequenuy at fevalued amountswhich afe thc fair values at thc datc offevaluation.



SIIITIINI)II] I'INANCB LTMITF],I)
NOTES TO 1'IIE FINANCIAI- 51'A1'EMENTS

Fu ctional and Presentation Currency

Itcmsinoludcd ir the 6nancial statcnents ofthc Cornpany are meas rcd usingthccunencyofthe primary
econornic envifonment in which the entity opcr ates ('the functiolal cun cncy'). 'fhe ljnancial sraremefts ar c
pfesentcd in Sri l-a|kan Itupoes, which is the Colnpany's funclionaland presentarion currcncy.

I'rcsentition of Financial Statcments

l'he assets and liabilitics oflhc Company pfesented ir thc Slalomcnts ofl.inancial Position afe listed in an
ofder that reflects lheir fclative liquidity and rnatufity paficrn. No ad.justments have bccn lnadc fol
inflationary factors affcoting the Financial Statcncnts. An analysis on recovefy or sctrlcmenr wirhin l2
rnonlhs aftcr thc rcpo ing date (currcrl) an(l nlorclhan I2monthsaftefihefepo.tingdatc(non culTenl) is
prescnlcd in Note 16.

Matcriality and Aggregation

In compliance with Sri l.anl(a Accounting Slandafd - I,KAS 01, (l)rcsontalion of F'inancial Statenlenrs),
each nlatefial class ofsimilar iterns is presenlcd sepamlcly in Lhe lrinancial Statements. Itcnrs ofdissinrilar
natur€ or [unotions t(x) arc prcscrllcd scparatoly unless they afc inrmatcrial.

l:inancial assets ard financial liabililies afc oftact and the n0t alnount reportcd in rbe Staterrent of F inancial
Posiiion only whcn lhofe is a legally c:rforccablc right lo offser thc recognized anlounts and thcrc is an
inicntion 1(] sctlle on a met basis, of to rcalizo tho assels and scrttc rhe liability sirrultancously. Incornc and
expenses are not ollsct in rhc statclncnt ol pfoilt of loss a d othcr cornpfchonsive income unless requircd
of permitted by ar n ccounting Slandafcl.

Comparative InformatioD

l'he comparative inlornation is fe classificd wherevcr r)cccssary to confofm to thc cunent yca/s
. ".ifi(alionir.o ler ' plr Jc,'.r.,rp. (,r..ri n.

Usc of.Iudgments and Estimatcs

2.6

2.'7

2.4

-l'he preparalion 01 F'inancial SlalcncnLs ol the Conrpany in confo.mity with Sri Lanka Accounting
Slandards requires the manage ont to make judgmcnts, eslilratcs and assuntptions thal affcct the
applicalion of accounting policics and the repofted amounts ol asscts. liabilitics, income and expenses.
n ctual results may diffef fi-om thcsc estimatcs.

ljslimatcs and undcrlyingassu ptionsarcrcviowcdonanongoingbasis. lacvisions ro aocounting eslimates
are fecognised in thc pcr iod in which the estinratc is rcviscd rf d in rfty luture pcfiods aftected.

'l'he most significanl ar cas of cstirnarion, urccdainly a d cfitical.iudgmcnts in applying accounting policics
thal have most significant clfcct on lhe amounts rccogoised ir thc l:iIanoial Slalomenls of the Cornpany are
as tbllows:

2.8.1 Going Concern

l'hc Difcolofs have made an assessncnt of thc Colnpany's ability to conlinuc as a going concorn and arc
satistied that it has the |csouroes lo continuc ir busincss for thc lorcsccablc future. fufihennore, Board is
not awafc of any natcfial uncetainties that may cast signiiicant doubt upon thc Company's ability to
continue as a going conccfn and thcy clo nor intend cithef to liquidalc or to ocasc opcfations oflhe Cornpany.
_l'herelbfe, 

the I.inanciaL StNLcrrer)ts continue to be prcpafed on thc going corocrn basis.



Sl,lliFl,NDl B FINANCE LIMII'EI)
NO'f DS'I'O T[IE I-INANC'IAI, STA'|t!MI'NI'S

2.8.2 tmpairment Losses on Loans and Advanccs (l,cases, Hire Purchascs and Othcr Lo:rns)

date to asscss whclhcf
assump!ons Dasco on
inpairncnt allowancc

'fhe Company collcctivoly revicws its loans and advanccs porlfotio at each |cporting
an irnpainrcnt loss shoLrld be rccor.iled in profit or loss. Ihese estimatcs arc based on
a number oflactors a.d actual rcsults rnay diffcr, rosulling in futufc changcs to rhc

2.U.3 Impairment of Available lbr Sale Invcstments

'l'he Conpany feviews the dcbt seourities classificd as available fof salc investnents at each rcpo(ing date
to asscss whcthef they arc inpaifed. Ln pafticular, Managemerl's judgment is requircd in thc cstimarion of
thc amount and tirnlng of futuc cash flows *ficn detennining thc impaifmenr loss. lhcsc esrimares afe
based on assumptions about a nunrbcr of facbfs and rctral resrLlts Inay diffcr, resulring in Inture changcs
to thc inpairmeDt allowancc madc.

'l'hc Company also rccolds irrpai|ment charges on availablc lor sale equity investmcnts when the|e has bccn
a signilicanl or pfolonged dcclino in the fair valuc bclow rhcif cosr. lhc derermination of whal is
'signifioanl' or' 'p|oLongcd' requircsjudgncnt. I hc Corrpany gcncfalty ifeats 'sig0ificanr'as 20o% of more
and 'prolonged' as gfcatcr tharr nine months. In additio lllc Company evaiuarcs, among orhef factors,
histofical sharc prioe r overrcnls, dufalion and exlcnt Lrp to which the fair valuc ofan invcstmcnr is lcss
tnan tls cosl.

2.8.4 l)clerred Tax Asscts

l)cfcncd lax assels arc r ecognisod in respect ofta). Losscs to rhc cxtcnt that it is probable thar fururc laxable
profits will be availablc againsl which such tax losscs oan be Lrriliscd Judgernent ]s rcquired to dcrcrminc
(hc arroLrnt ofdefcncd lax asscts that ca|l bc rccogniscd. basc(l upon the likcly tinring and level of lurure
Laxable profits, logcthcf with thc futurc tax-plannirg stmtcgics.

2.8.5 l)efincd Benefit Obligation

l'hc cosl ofthe defincd bcncfil plans and thc prcscnl \,alue ofrhcif obligalions are dctcrmincd using acruafial
valuaiion. 'lho actuafial valuation involves rnaking assumprions aboul discouni ratcs, futurc salary
ircrcases, and Inortality rates. l)uc to the long term nat fc ofrhcse plans, such estimares afe s bjec! to
signifioanl uncertainty All assumptions afc fcvicwcd at cach fcporting date.

In dctcfmining thc appropriale discount rate, nrnagcmcnl considcfs thc inrefest ritles of Sfi LaDka
Govefnrnent boDds with cxhapolatod maturilies corrcsponcling to the expccted duration ol thc dcfincd
bcncfir obligation

'lhc noftality |"tc is bascd on publicly avallablc moftality lablcs and future satary incrcascs arc oasec on
expected {irturc innation mtcs and cxpcctcd futufc salary iDcfcasc fatc ofrhc Colnpan}

2.8.6 Rcvaluation of I'r'opcrty, Plant & llquipment
-1he Company mcasures land and buildings al revalucd airounls with changcs in fair valuc being fecogniscd
in llquity lhfo'rgh Olher Conp|ehcnsive Incornc (OCt) | hc Co pany clgaged an indcpcndcnr professional
valucr to asscss fair valLre of land and buildinSs as ar 28 .tanuary 2014. lhc kcy assumprions uscd lo
dotornrine the faif valuc of the land and buildings and scnsirivir), analyscs are providcd in Noto 2l.4

2.8.7 Useful Life-tirrre of ibe llropcrty, Plant and Oquipnront

-lhc 
Company feviews th,:, rcsidual valucs, uscfuI livcs lnd moLhods ofdepfcciatjon ol propo{y, planr and

Equlpncnl at each rcporlrng datc..ludgmcnl ofthc |nllnagcJnoni is cxercised in thc cslinalio. oflhcsc
valucs. fates, methods lrnd horce thcy arc subjcct lo uncc|1ainty



SIIIIITNDIIJ T'INANCI] LIMTI'ED
NOl'ES 'l'O IHE !'TNANCIAI STAl'riMUN-['S

l'nge 9

2.8.8 'IaJration

3.

'1hc Comp.ny is subjcct lo incomc laxcs and other taxcs inoluding VAI'on financial sel"',ices. Significant
judgement was rcquircd to determine thc total pfovislon fof cufrcnl, defe ed and olhcr taxos pcnding the
issue oftax guidelines on thc lrcatmont oflhc adoption ofSI-l:RS in the linancial staternents and the taxablc
profil for thc purpose of ilnposilion ol taxes. lJnceftainties exist, with fespect to !hc intonretatlon of !hc
applicability ol tax 1aws, al the tirne ()1 the prepafation ofthcsc firancial statenrcnls.

lhc {lonpany rccognizcd asscls and liabilitics for oLrrrent, defc ed and olhef taxes bascd on eslimates oi
whcthcr additio.al laxcs wlll bc duc. Whcrc thc final kx oulcorne of these mallers is diflcfent irorn the

amounls thal *,erc inilially rccorded, suoh dilfefenccs will irnpact thc inco|ne tax and deta.rcd tax a|nounts
in lhe pcfiod in which the detc|]nination is made.

SIGNIF-ICANT ACCOUNTING POLICTES ' SI ATEMENI OI I lNANCIAl, POSII lON

'lhe significant accounting policies applied by
are included below.'l-hc accounting policies
pfoscllcd in lhcsc irinanoial Slatcmcnts ofthe

thc Clornpany in lho proparation ofthc lrinancial Stalcncnls
set oul below havc bcon applied consisrcnlly to all pcfiods
Company, unless otherwise indicalcd.

3.1

3.t.1

3.1.2 Classification nnd Initial MeasurcIn€nt of !'inrncial lDstruments

linancial Instrumcnts - Initial Itccognition, Cilassilic:rtio|| and Subseqnent Measurcnlcnt

DAtc of Itecognition

n llfinafcial asscts and liabilitics rrc inilially rocognized on thc lradc datc, i.e.. the date that thc Co pany
bcoorrcs a parly Lo lhe contraclLral pfovisions o1 lhc instrurnent.l'his includes 'rcgulaf way hadcs'. 1{egulaf
way trades Incans pufchascs of salcs oi {inancial asscts ihat fequirc dclivcry ofasscls *,ithir thc timc franre
gcnerally establishcd by regulalion or convcntion ln thc malkct placc.

lho olnssificalion ol finanoial instruments at the iniliai fecognition depcnds on thcif pufpose ard
chafactefistics and the Management's intention i. acq ifing lhcm. l.urthcr dotails or classification of
financial assets and finarcial liabilitics arc eivcn undcf 3.1.3 and 3.1.4 fesDeolivelv.

All firiafcinl instruncnls aro moasufcd inrlially al theif fair valuc plus transaclion costs thal are directly
attributable to acquisition or issue ofsuch financlal instrunrcnls cxccpl in the casc of financial assels and

financi.rl liabililics a1 fair valuo through profit and loss as per tho Sfi l,anka Aocounting Standard - LKAS
l9 (l:inancial Inshurrerts: llecognition and Measufemcnt).'l'iansaction cost in rclalior 10 financial asscts

and financial liabilities aL faif value thmugh pr'ofil and loss arc deall $,ith thfough Statcrncrrt of pfofit or loss

and othc. comp.chensivc inconc

'l)ay I' I'rolit or Loss

Whcn the transaotion price dilfers frorr the fair value ofother obseNable currert mafket transactions in the

samc instrurnenl, or bascd on a valualion tcohnique whose variables include only dara irom obseNable
Inarkcts, the Company imrnediately fecogniscs thc ditlercncc bctwccn thc transaction pricc and fair valuc
(a'l)ay l pfolitor loss) in pfotlt or loss In cases where fair value is dctcfrnincd usingdata which isnot
obscfvablc.lhe difforcncc bctwccn lhc lfafsacrion pflce and nrodcl valuc is only rocogniscd in profil or loss

whcn thc inputs becoDre observable, or when the instrument is dcrecognised.
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3.1.3 Classilication and Subsequ€ tMeasurcmentol l-inancial Asscts

At lhe inception a financial asset is classificd inlo ono of the following:

a. Financial assets at laif valuc !hrough p.ofi1or Ioss
i linancial asscts hcld for trading
ii. I.inancial assets dcsignated at fair value thfough profit of loss

b. Finanoial assols available-for sale
c. IIeld to maturity fina.cial inveslmcDls
d. Loans and receivables

'l hc subscquc|1 m,iasur cnlent of finanoial assets dcpends on !heir classificaiion.

3.1-3.1 !inancial Assc(s at !-air Valuc through Profit or Loss

A financial asset is olassified at fair val'rc through pfofit or loss il it is hold for trading or is dcsignaled at
1a'r value thfough pfolil ofloss.

3.1.3.1-l Finaocial Asscts I'lckl for 1'rading

l:lnan,rial asscts afe olassified as hcld lbr tfading if thcy
or rcpufchasing in the neaf lefm or holds as a pa!1ofa
profit or position taking.

afc acqLrirod principally for the purposc ofselling
portfolio that is managed together for short{emr

Fina|cial asscts h..ld fof lrading aro fecofdcd in the Statcment ol lri ancial i)osition at faif valuc. Cha|lgcs
infairvaluearerecognizcdin'Nettra.lirgillconlc'll1tcrcslanddividcndinconrcisrecordedin'Nettradrng
income' accofrling to thc tc ns of lhc conlract. of whcD the fighl to rcceive the payment has been
established.

'l he CoIl]pany evaluates its hcld far lradi g assct por |tolio, 1o delcrmino whcthef the intention 1() scll thenr
in thc ncar futurc is still apprcpfiatc. When the Company is unable to tradc thcsc finanoial asscts duc to
inactive mafkets and management's intc|tion lo soll them in thc fofcscoable futufe signilicantly changes,
lhe Company nray sclcct to reclassily thcsc finanoial assets.

'l'he Company has noi classifiod any firancial assets as lleld fof-llading.

3.1.3.1.2 ]-inanciat Asscts Dcsignatcd at FaiI Value throrgh Profit or Loss (l-V l Pl,)

Iirancial asscls at fair valLrc lhr ough profi1 of loss afe fcoofded in the Statcrnent of I-_inancial Position at taif
value. Changcs in fair valuc arc recofded in 'net gain o. Ioss on tlnancial inslrumcnt designated at faif value
lhfough profil of loss.' Intcrcsl carn€d is aocrucd in 'intcfest incorne'. using thc eI{ective intcrcst ratc (l-llR)
rncthod, 

",hile 
dividend incorre is fccofdcd in 'other opcrating incomc' whcn thc fighl to thc payment has

bccn cstablishcd.

'lhc Company has not dosignaled any linancial asseis upon initial rccog ition as dcsignalcd at fair valLrc
thfough profi1 or ioss of Coinpany has nol uscd iair valuc hcdge or credil derivative instruments.

l.1.3.2 A \ ajlablc lor Salc I inxn(ial Ass(t\

Availablc fo| sale invcstncnts include equity and dcbt secufi!ics. l-lquily lnvcshnc ts classlficd as 'available
lbrsalc'arellroscwhioharonoilhcrclassifiodasheldfortrading'rordcsignateda!fairvaLuc!hroughpmnt
or loss'. Debt securitics in lhls catcgorv arc inrcnded 10 be hcld for an indefinite period of tilnc and rray bc
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sold irr fesponse to needs tor liquidity or in |esponsc to changes in tbc lnarkct conditiors.-lhc Colnpany has

not dcsrgnated any loans or rcceivables as availablc fof sale.

A ftcr initial mcasufcment, available for salc firancial investments arc subsequcnlly ncasured at lhif value.

Unfealised gains and losscs arc fecognised dircotly in l-quity lhrough Other Comprehcnsivc l)corne ill the

'available fb| sale rcservc'. Whon lho invostrnent is disposcd ot, tho cumulativc gain or krss previously
fcoogniscd in llquity is recognised in lhe Slatcnent ol l'rolil of l,oss and Othcr Comprchensive Income

undef 'othcr opcrating inconrc'. Whcre the Colnpany holds rnore than one invcstmcnl in lhc sarne security,

rhey are deemcd 10 bc disposcd ofon a weighted averagc basis. 1n!crcsl €arned whilst holding 'availablc lor
salc financial investmcnts' is rcporlcd as'intefest incomc'using thc efcctivc intefcst mle (lrlR). I)ividends
oarncd whilst holding available for salc financial investments'afc fccogniscd in the Statenent of Profit of
I-oss and Other Comprehensive lncolnc as'other opefating income'when thc right ofpayrnent has bEcn

establishcd. Ihe losses arising from inpairmcrrt olsuch investments arc rccogniscd in the Statemenl ol

Profit or l-oss and Othcr Conprchcnsive lncomc in 'lrnpai,ne.1 charge/ (revefsal) fof loans and other

losses' and rerrovcd fro lhc 'availablc Ibf sale fesorvc'.

Detailsof'financial investrnents availablelorsalc'afcgivcfinNote2ltothcl;inancial Staternents.

3.1.3.3 Hcld to Matur-ity !inancial Asscts

Ileld to maturity fiDan,rial invcslrncnls arc financial asscts wilh fixcd of dctefnrinable paynrcnts and Uxcd

nraturitics, which the Co|npaDy has lhc intcntioo and ability to hold lo Inalur ily. Aftcf lhe inilial rcoognition,

held to naturity financial investrncnts arc subscqucntly nrcasLrrcd at amortised cost using the effcclivc
intefesL ratc (Ullt), Lcss impain crrt. Anm{ised cost ls calculalcd by taking iDto account any discount of
prcnriun on aoquisition arrd fccs lhat afc an integral pa{ oflhc Illl{. lhcalnoftisationisinoludcdin'interesl
inoomc' in thc Slatement ol Pfofit of Loss and Olhcf (lonrprohorsivo lnco|nc. l'hc losses arising fronl
irnpairrrcnt ofsuch investrncnts arc rocogniscd irr 'lrnpaillncnt (chrrrgc)/rcvcrsal for loans and othcr losscs

' in thc Slalcmcnl of l)fotit of l-oss and Other Colnpr chcrsivc lrrcome.

lfthc Colnpany werc Lo scll of fcolassjfy rnofc th"n an insignificafl anrour)t ol held to malLrily invostnlents

befofc malurity lothef than in ccrlain spccific cilcumstances p€r|nilted in thc Sfi ].anka Acoountiig
Standards LKAS 39 (l:lnancial lnstfulnents: Itecogniliotr a,rd Mcasurcment)1, tho ontirc category would
be taintcd and would have to M rcclassificd as availablc lit salc. Iturlhcrmo.e, the Corrpany would bc

pfohibiled tuom olassifying any finarcial asset as'hcld lo rnalufily'durirg the lbllowing lwo years

'l'he Cornpany has not classificd any linancial asscls as llcld lo Maiufity.

3.1.3.4 Loans and Reccivables

l.oans and reccivablcs i cludc ljnancial asscls wilh fixcd or dclc nlnable tayncnts lhal arc not
an aslivc nrarket, othcf than:

-ihosc thal dre Cornpary intends to sell imncdiatcly o| in thc neaf tenn and lhosc that thc
upon initial fecognilion. dcsigratcs at laif valuc thfoulih profil or loss
'l hosc that the Company, upon inilial rccogni!lon, designates as availablc lor sale
'l'hosc for which lhc Company lnay not rccovcf subslanlially all of its initial invcstrnent,

bccausc of credit deterioration

Company,

l-oans and receivable inoludcs Dcposits with licenscd banks. Sccurilics purchased under fc-salc agrcemcnls,

Lcasc fentals rcceivablc and Ilirc pufchase feccivablo, Alnounts duc {lom felatecl parlics and othef tradc

Assets leased 10 custoncrs whlch t|ansfef subslantially rll the fisk ard fewards associalcd with owneNhiP
othef than legal titlc, a|c classified as financc lcases.

Asscts sold to customcrs undcf lixcd .atc hife agrucnrcnts. $'hiolr trar)sfcf all the risk and rewards as wcll rs
thc lcgal title al the cn(lofsLrch sonlfactual period arc classilicd as hllc Purchasc feccivatrlc.
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,{tief initial mcasurement, Loans and |eceivablcs are subscqucntly lncasurcd al a o|1ised cost using lhe
effectivc iDlerest fate (lllR). less allowance for impairncnt. Amortised cosr is catculatcd by taking ink)
account any drscount ol pfenrum on aoqursition and fecs ancl oosts that afc an integral part ofthc EIR.'1'he
amo{isation is included in 'intclcsl in,rome' in thc Stalol]lent of Pfofi1 of Loss and Othcr Colnprchensivc
incomc. Ihc losses arising frorr irnpaifment arc focogniscd ii itnpainnent (chargc) /feversal on loans and
olhcl losscs'in thc Statcrncnl ofProfit of l.oss and Orhcr Cornprchcnsive incone.

I)olails ol'Loans a.d rccoivables arc givcn in Note 22 10 thc l.lnanciat Slarcmcnrs.

3.1.3-4.1 Securitics Putchased Undcr llesalc ,{grecmcnts

n mounts receivnble undcr financc lcascs and hir.e purchascs are includcd undcr.l-oans and reccivablcs' in
thc slatement olflnaDcial position ancr dcduction offcntal feceived ii advancc, ulleamcd inoomc and thc
allowance fof impaifment.

When Clompany purohases a fillancial asset and sirnultancously entcrs in to an agfeemcnt to rcscll thc asset
(of a similaf assel) al a Ilxcd pricc in futurc datc, lhc agfeenrent is accounted for as a financiat asset in rhc
Stalcnenl of Financial l,osition rellectir)g rhc tfansacrion's coonornic subsrarcc as a loan gmnlcd b), thc
Colllpany. Subsequcnt to initial rccognilion, these sccuritics issued arc mcasured ar thcif amorliscd cost
using thc ljlR method with thc conesponding inlcfost rcceivabtc being recogniscd

3.1.3.5 Cash rnd Cash Equivalents

Cash and cash equlvalcnts includcs cfish in hand aDd bafl( batances cash and oash cquivatcIlls afc can icd
a! amol1ized cost ill thc Stalement of l-inancial Position.

Fof lhe purposc ofStatcmcr)l ol Cash l.'lows, casb and oash eqLrivalcnls consist ofcash in hand and bank
l)alanccs net of outstanding baDk ovefdfafis. lnvcslrneDrs wllh shorl lnatufitics i.c. lhfcc nrcnths of lcss fiorl.r
lho date ol acquisition afe also hcatcd as cash equivalcnrs.

l)clails ofcash ard cash equivalents fc givcn in Nore l9 ro lho I,inanciat Sratcmcnrs

3.1.4 Classification and Subscqucnt Mcrsuremcnrof Financiat Liabititics

At thc inocplion the Conpany deterrnlncs
finanoial liabilities afc classified as tinancial

3.1.4.1 Finrncial l,iabilitics rt Amortised Cost

lhc classification of ils financial liabilitics. Acoordingly all
liabilities at anorlised cost:

Financial Instrumcnts issucd by thc Corr]pany that afo not dcsignatod at fair valuc through profit or loss, arc
olassified as liabilities undcr 'Duc 1(] Banks' and 'l)cbcnrurcs' as ippropfialc, wherc thc subsrancc of the
contfactual arangcment results ir thc Company having an obligation eithcr 10 deliver cash or anothef
llnancial assct to lhe hoidcf, or lo salisly the obligarion olhcr rhan by thc cxchange of a fixed amounr of
cash of anothcf financial assct lbr a fixcd nurnber o1 own cqLriry shafes al alnorlised cost using thc tjlt{

After inilial fecognition. such linancial liabililicsarcsubstaftiallylneasuredatanortiscdcoslusingthcF)lt
rncthod. Anlorlised cost is calculatod by taking ifro acco nL any discount of prcmiuln on thc lssuo ard costs
thatarcan inlogral pa oi thclillt. lhe Dlli arnoftlsarlon is includcd irr inleresr expenscs'in rhc Sraremenl
of Profit or l.oss and Othef Corrprchcnsivo lncome. Cairrrj ard losses arc rccognised in prcfit or loss lvhcn
thc lial)ilit'cs are dcrccogniscd as *'cllas throLrgh tho gllt a ortisarion proccss.
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Ihc dctails ofthe cornpany's finarcial liabiritics n1 amofriscd cosr are shown in Notes 26 and 27 to rhe
liinancial S|atements.

3.1.5 Reclassificationof FinaDcial Instrumenrs

-l'he company recLassifics non derivarive linancial assets out oflhc 'hctd fof rmding' calegory and inro rhe
'available lor sale', 'loans and rcccivablcs', or 'held to Inarufily, carcgorics as pemrited by the Sri Lanka
Accounting Standafds I.KAS 39 (t-iianciai Insn.umonts: Itecognition and Measufemcnr). 1n ceftain
cifcumstanccs !he companv is aiso pcrmircd to.eclassify flnancial assets our of the 'availabto lor sate,
category and into the 'loans and |cccivables', ,hetd for rrading, of .held to lnarLfity.carogory.

Reclassificalions arc rccorded at fair value al !hc dalc offeclassincarion, *6ioh becomes rhe new amorrised

1'or a financial assct rcclassified our orthe 'avatlablc for salc' oarcgory, any previous gain or loss on rhar
assct lhat has bccn recogniscd in Lquity is amoflised to profit of ]oss ovef the rcmaining lifc of lhe
invcstrnent using the eftccrivc inrerest ratc (tIR) Any diffc'ence bct*,ceD rhc new arnorlrse.lcosr and thc
oxpected cash llows is also anrorlised ovef rhe rcnraining tifc ofrhe assct Lrsing rhe utR. If rh€ assct is
subscqucntly dete nin€d to bc ir!paircd, tbcn !hc amounr recorded in l.tcluiry is fecyclcd to profil or toss.

Roclassifioalion is at !hc clcction of managcrreni, and is detcnninod on an insrrumeni by instrument basis.

-l 
he Conpany docs not feclassify any finarrcial insrNmcnt inro the,tiir valuc thfough profir or toss'calcgory

altcr initial fccognition. Furthcf. the corrpany does rot rcolassify any financial insl*mcnt our ol the'fair
valuc th.oLrgh pfolll d loss catcgofv ifupon irirlal rocognition ir was dcsignarcd at fhir valLrc lhrough profil

3.1.6 DcrecognitionoJ lrinancial Insrrumcrts

'fhe Company dcrcoognises a financial assct whcn the conrmctual righls ro rhe cash flows fi.om rhc asset
exprfe, or il tfanstcrs tlrc fights to feccive the contiaclual cash flows in a hansaclion in whioh substantlally
all thc risks and Icwards o{ owncrship ()1 thc finanoial asscr are trans{ir red of in which thc Cornpany neirhu.
tmnsfered nor fetained subslanlially all tho fisk and re*,ards olownc$hip and it doos not fetair ooDrfol of
thc financialasscl.

On dc|ecognition o{ financial asset, thc diffcfcroe betweon the canying arnount ofrhc asser (or tho ijarying
amounl allocaled to thc po{ion of thc asset derccognised) and the sur of the consideration receivcd

- (inclLrding any ncw asset oblained loss any row liability assumed) ard any cumulativc gain of loss thal had
been fcoognircd in OCI is rccognizcd in proiit or loss. Any inicrcst ir tmnsfcr rcd financial asscLs that q ua lify
for derecognition that is cr,:ated or.r'etaincd by thc Conpany is rccognised as a scparare assct or liability.

A financlal liability is dcrccognised whcn thc obligation undcf thc liabiliry is dischargcd of cancclled of

3.1.7 Offsctting of Iinancial Insirunrcnrs

Financial asscts ancl financial llabililies arc offsct and thc nct amount proscntcd ir rhc StarcnrcDt of Financial
Position whcn, and or l) whon, rhc co.rpany has a tegil righr lo ser offrhc rccogiriscd amourts afd ir inrcnds
erihcr 1() scttlc on a nct basis or to rcalisc thc dssct and setle the liabili!y sinrullaneo sLy.

Inoomc and cxpcnscs arc pfcsented on a ncr basis only when pcrmittcd undcf Sl,ASs.
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Ar'amortiscd uost'ofa flnancial assel or finarcial liability is thc arnount at which the financiat asscl ol
financial liabiliry is measur.ed at iniriat rccognition, nrinus principal rcpaymenrs, plus or Ininus thc
cumulativc amo(isation usirlg the DIR mcthod ofany diffcrcncc belween the initial anrounr feco€lnised and
thc maturily amount, minus any feduction fof irrpair|ncnt

3.1.9 lair Valuc Mcasur€ment

'l'aif valuc' is thc price that would be rcccivcd to sell an assct or paid ro trarslef a liabiliry in an ordcfly
transaclion belween Inarkct pa|ticipants at th€ Ineasurclnent dare. lhc fairvalue ncasufement is based on
thc prcsumption that tho tfansactio. lo scll the asset o. transLf thc liability takcs place eitheri

. in thc principal nrafkel fof thc asscl of liability, ol

. In thc absence ofa principal marl(cl, in rhe nros! advantageolrs mafkct fbf thc assel or tiabitity

l'he prircipal or the most advaniagcous Inafkct Drusr be acccssible to rhc Company.

-lhc fair value olan assct of a liability is rncasLrred using the assulnprions Lhat market parricipanls would
Lrso when pricing thc asset of liability. assurning tl)at markcr parrioipanrs acr in thoir econo'nic bcst intefes!.

n valucolmcasuremcntofanon financialassetrakesinloaccountaInafkotpafticipant.sabilitytogcncfale
cconolnic benefits by using thc assoL in irs highcsr and best use or by sc ing i! to anoiher markcr pa|1icipant
that would usc rhc asset in its highesr and bcsr use. ttxternal pfofessionat valuers are involved for val!rarion
ofsigrrificanl assets such as Iand and buiLdings.

Fair Valuc Ilic|.archy

value using ihc follo",ing iair valuc hicf chy, which fcflccts rhe significancc

quotcd markel priccs in an activc n:rrkct Ibr idcnticat instrumcnrs.

Whcn available, thc Group mcasurcs the fair valuc of an inshlmc r using activc quoted priccs or rlealer
plrce quotatrons (assets and long positions arc measufcd at a bid pricc: liabilities and short positions are
ncasurcd at an ask pricc), without aoy dcduction fbr transaction oosts. n mafkct is fcgarded as activc if
hansactions for assct or ljability rakc p rco with sufficiont fl.equency and votume to provide pficing
infofrnalion on an ongoing basis.

3.1.8 Amortis€d Cost Mcasurcmcnt

l'he Group rncasurcs thc fail
oflhc inputs uscd ir lnaking

Lcvcl I
Inputs th at arc unadjusted

L,erel2
lnputs oth€r than quotcd pricrs includcd within
prices) or indil.ectly (i.e. dcrivcd frorn prices)

Lcvcl that are obs€Nablc cither dir€ctlr (i.c. as

'1his category includes instrumonts valued using;
(a) quoted nrarke! pficos in activc |narkets fof similaf inslfulnenls,
(b) quoted priccs fof idenlical or sirnilaf instrumonts in markets lhat are considcfcd to be lcss aclivo, ol
(o) other valuatio lcchniqucs in s,hich alnrcst all significan! inputs afc difecrty or indirccrty obscrvablc

Level3
Inputs that arc un0bsetvablc

'lhis category includcs all irstr't|nrerts laf \\.hich thc valuatiorl rcchnirlue tnctudcs inpLrrs nor oased
obscrvable data and lhc unobservablc lnpuls have a significant eflect o rhc instfumcllt s varue
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valuarion rcohniques include fe! prcscnt valuc and discounlcd cash flow models compafison with si,nilar
Instrunronts lbf which obseNablc nrafket pficos exists and other valuation models.

Assumptions and inputs uscd in valuation leohniqucs include risk frcc and benchmark inte,=sr ru1es. risk
premiums in cslinaling discount farcs, bond and cquity prices, foreign cxchange fales, expccreo pnce
\,olatilities ancl corrcctions.

Observable priccs or model lnpuls such as nra|ket intcfcst fatcs are usually availablc in rhe Inart(cr lor lisred
cqrity securitics and govcmmenl securiries such as treasury bills and bonds Avaitabi|ly of observable
pfioes and nodcl inputs rcrluces rhc nccd fof rna'agcmcnt judgemenl and osrimation while fed,rci g
uncertainly associated in detennining the farr valucs.

Modcls are adjustcd lo reflect hc spfead ior bid and ask priccs to fcflccr cost to closc oul positions, oredit
an(l dcbit vaiualion adjustrncnls, Iiquidity spfcad and lilr1ilalions in rhc modcls. A lso. pfoltt of toss catoulared
whcn such financial instrunrcnrs.re firsr recorded ('l)ay I 'profit or loss') is doferrcd and recognised onty
whcn tho inputs bccomc observablc or on derccognition ofrhc insrfumcnr

3.1.10 lmpairmcnt of Finincial Assets

'l'he Colnpany assesses al each rcpofling dalc, whethcf thcrc is any ol)jective evidencc rhar a financiai asset
or a group of financial asscls not can icd al laif valuc through prcfir of loss is impaifed. A finanoiat assct or
a gmop offinancial asscts is decrncd lo be inrpaifcd ii, and only if, rhefe is objccrivc cvidcncc ofimpai,n,cnl
as a rcsult or onc o. more evcnts rhat havc occu -cd alief rhe initial rccogrition ofthc asset (an ,incu .ed

ioss ovent') and lhat loss evcDl (or evenls) has an impacr on the esrlnratcd tirtufe cash nows of the financial
assel or the Company of financial asscts that can bc fcliably eslinalccl

l.l.l1 Impairmcnt of I.;Dancial Asscts carr.icd arAmortisrd Cost

l'or financial asscts ca cd at amortiscd cost, such as loans and advanccs takcD by ousronofs, held to
matufrty rnv€stments cto, the Company flfsr asscsses iIdivjdLralty whcther objcclivc evidencc of
lrnparnncnt exists l'or financial asscts rhal afc individua y significant, or colteclivety for financial asscrs
that afe not individually signifioant. In ihc cvenr rhe cornpany dcrcr''incs thar no obJecrive cvidcnce of
rmpainncnt cxists fof an individually assesscd finanoial asser, i1 inotudes thc asser in a atompany of firranoial
assels with similar oredit fisk characterisrics and collccrivcly assesscs thcm lbr inpairment. I lowcvcr assets
lhat afe individLrally asscss{id foi impair.uenl and for 

'nfiich 
an inpaifmcnt loss is, of continues to be

rccognised are not inclLrded in a collectivc assessmcnt of impai ncnt

1.1.1 I.l Collcctivcly Assessed trinancial 
^sscrs

lnpai nent is assessed on a collectivc basis in two cifcLjmstances:

' lo covef losscs whioh havc bocn incurfcd but havc nor ycl bcen idcrrified on loans sulicct to tndividual
asscssmcnt; and

. l'or homogencoLrs gfoup of loans thar arc |rot considercd individua y significanr.

'l hc collcctivc lrnpairment allowance is dcronnined altef laking into accounr:

Ilistorical loss cxpcricDce in porlfolios o{ sinjlar cr.edit Iisk; and
Managernent's cxperienced jLrdgmenr as to wherher cLrfrcnt ccononiic and credtl oondilions are suoh
lhal lhe actual lcvcl of inhcfcnt losses ar rhc fcpolting dale is tikety ro be grcatcr of lcss than rhar
suggested by histof ical expef ience.

l.l.ll.2 Rt,!crsals of lmpairm€nt

Il thc arnoLrnt ofan i'npainncnt loss dccrcascs in a subscqucni pcriod. and the decrease can bc relatcd
objcotively to a| event occurring aftcr thc irnpaifrncnt was fccogniscd, the exccss is wfi[er baok by
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fcduoing rhe financial assct irrpairment allowance account accofdingly. lhc writc back is reoognised in

profit or loss.

3.1. | 1.3 Writ€-off of FinaDcial Asscts carricd at Amortised Cost

Iinancial assets (aDd thc rolated irnpairmenl allolvance accounts) arc morlnally written ofi, eilhcf partially

of rD tull, whcn rhere is rrc realisric prospcc! ofrecovery. Whcrc financial asscts arc sccurcd, this is gcncrally

afler reccipl ofany pfoceeds fiolll thc fcalisation ofsecurily.

3.1.1 1.4 Collateral Vil'rrtion

'1he Conpany seeks to use collatcral, wherc possiblc, to itigatc its risks on financial assels.'l-hc collate.al
cornes in various fbnns such as cash, gold, secufitics, lctlcrc of guafantees, rcal cstate, receivablcs,

inventories, olhcr non financial assels. lhc fai. value 01 collatcral is gcncfally assessed. al a minimuIn, at

i,rccption and bascd on thc gridelines issued by lhe tlenral Bank of Sr i l.anka

1'o rhe extcnt possible, the Colnpany uscs activc markel dala lor valuing financial asscts, hcld as collaloral.
Non financial collatcfal, such as real cstatc, is valLred based on dala provided by third Pa{ics such as

indcpcndent valuefs.

3.1.1 1.5 Collatcral Reposscsscd

'lhe Company's policy is to delormirc whcthef a feposscsscd asset is best used for ils intcmal opofalions or

should be sold. Assets dete nined to bc rrscful lbf thc inlcmal opcrations are hansfcrrcd lo theif relcvant

asser category al1hc !ower ofthcir fcposscsscd value or the carfying valuc olthe ofiginal sccLrrcd asseL.

l.l.t2 lmpairlnent of Financial Asscts Availablc lbrSalc

lror available fo| salc finarrcial invcstrncnts, tho Colnpany assesscs at cach repofting datc whcthe. therc is

olrjcclivc cvidence that an invcslmcnl is impaifcd.

In tho casc of debr inslrulncnrs classilicd as availablc lor sale, the Cornpany asscsscs iDdividually whcthel

thefc is objeolivc cvidcnce of itnpai|rncnt bascd on the samc crilcr ra ds tlnancial asscts can icd at amo ised

cost. Ilowevef, thc amoun! rcco|ded fo| inpairflent is thc oumulativc loss measured as the dillerence

between the anortised cost and tho cur r cnt thif value, lcss any inrpairnrcnt loss on lhat invcstment previously

rccogrised in pfofit or loss. tirtufc intcresl iDoomc is based on tlie rcduocd carrying amount ar)d is accrred

using the rate ofiitcrcst sed to discounl lhc f tufe cash flows fof lho purpose ofrneasufing lhc impairment

loss. lhe intefest inoomc is rccofdcd as pal1 of'lntcfcst incorrre'.

lf, in a subsequent period, tho lair valuc ofa debt instfumc l incfeases ard thc incrcasc can be oliectively
rclatcd to an evenl occu|Ting aticr thc ilnpairmcn! loss was recognizcd. thcrr such impaifment loss is fcve|lsed

through pfofit or loss; otherwise arry inclease in fair valuc is rccogniTed thfough OCl .

ln the oase of equity investmonls classified as availablc fof salc, objcctive evidcncc would also includc a

'significant' of'prclonged' declinc in !he fair valuc ofthc ilrvcsllncnt below its cosl. 1n genefal thc Conrpany

considors a dccline of20% lt) be'significant' and a pcriod ofnifc Inonths to be'prolongcd'. Whorc lhcrc

is ovidcncc ol irrpail'rrenr, the cunulativc loss on that investrnent previously rccognised in llquily through

OCI is removecl from equity and chafgcd lo pfofit of loss. llowcvcr, any subscqucnl fccovcfy in thc fair
valuc ofan impai.cd available fof salc cquity seourily is always rccognised in OCI.

'l he Company !vrites offceftain I'inancial lrrveslments - n vail0blc fbf Salc eithcr parlially o| in full and any

felated provisior lor impairment losscs, when lhe Conpanv dclcfnrincs that therc is no rcalislic pr ospcct ot

rcoovcry.



SITRENDIB I,-INANCI' I,I MITED
NOTES TO 'I-I.IE FINANCIAL S'I'A]'EMEN'I'S

3.2 Finance and Operating Leases

l'he dctcrmination ol whethef an arrangemcnt is a lcase, of ir contains a tcasc, is based on rhe substance of
lhe arfangcment and requires an asscssmenl of whc(hcr thc futfillmonr ot the afiangement is dcpendcnt on
the usc of a specific asscl of asscts and the an.angcnrent convcys a righr to usc the asset.

3.2.1 Financc Lease

ngreclnents which lfarsfef to counterpa(ics substantially all the fisks and fewa|ds incidcnrat ro lhc
owncrship of assets, bu1 not neccssarily legat tirl,r, afc ctassificd as hnancc lcascs. When thc Company js

th.3 lessor undef financc lcascs the amounts duo undef thc leases, aftef (leduction of u cafncd chafgcs, afc
included iD'l.casc ltcntals ltoceivable. Ihcfinanceinco e feccivablc is recognizcd in'inrerest incomc'
ovef the per iods o' the ]cases so as to give a consta|t ratc of retum on tho net invcstnent in the leases.

Wheir the Company is a lesscc Lrnder financc lcascs, the lcascd assets arc capiralised and inoluded in
'property, plant and equlprnoDt'and rhc corresponding tiabiliry ro rhe lcssor is inctudcd in .Due to Banks..
A financc lcase and its corfesponding liabilily afe rccognised initially at thc fail value of the assct or, if
lowcr, the present value oithe lnin;|r1uln Iease paynrcnts. Iinancc chargcs payablc arc lecognized in 'inrerest
inoomc' over lhc perio.l o{ tho lease based on the intercst fatc implicit in the lease so as to give a constanl
rale of intcfcsl on thc rcnaining balancc of rhe liabitity.

3-2.2 Operaling Lcase

AII olher lcases a.e classified as opcuring leascs Whcn acting as lcssor, ihe Conlpany inctudes rhc assets
subiccl to opcfalin:l lcases in 'prope[y, p]a01 and eqriplncnl' and accounrs fof rhcrn accordinghr.
lmpai ncnt lossos afe rccogniscd to thc cxrcnl rhat fesidoal values afe nor futly fccoverablc and the caq,ing
valuc ol the asscls is rhefeby ilnpaired.

whcn the corrparrv is rhe lessec, lcased asscrs arc nol recogniscd on rhe slalom{rnr ol Financial position.
ltcntals payablc and reccivablc undc| opc|aling lcases are accounled 1bf or a srmight tinc basis over rhc
pcfiods ot thc leascs and arc includcd in 'othcf operating experrscs' anrt .othcf opcfaung rncomc ,

3.3 l'}roperty,l'lart and laquipmc t

l)ropefty, plant and equipmenl are tangible ircrns thar afe hcld fof use ir thc produotion or supply ofgoods
of services, ibr rcnlal Lo olhcN of for adlninish.ativc purposes and are expectcd lo be used dufing mofc thall
ono pcfiod.'l'hc Company applies the requirclnenrs ofthc Sfi 1,anka Accounling Standard - LKAS l6
(Propcrty. Irlant and liqLrip cnl) in accounling fbf thcsc assets.

3.3.1 Recognition

l,.opcfly, plant & cquipr cnt afc rooognised il il is pfobablc that future cconornic bcnefits associared wirh
Lhe assel will llo$, to tllc Company and thc cost ofthc assel can be rcliably measurcd.

3.3.2 Measurement

An itom of pfopcrly, plaft and cqLripment that qLralifios for fecognition as an asscr is initiatly mcasured al
its cost. Cosl incl!rdcs cxpcnditufc that is difcctly atlributable to thc acquisition ofthc assct and cost rncuucd
subscquently to add to. rcplacc part of, or scr.vice it I he cost ofsclfconstfuctcd asscts includcs thc cost of
materials and dirccr labouf, any othcf costs difectly altr ibuLable to bfirgrng rhe asscl 10 a working corrdition
lbf its intcndcd use and thc costs ol dlsinantlifg and rcmoving thc itcnrs and fesrofing thc sitc on which thcy
arc located Purchased sotilvafc that is irrregral to rhe irnctionality ofthc rclaLcd equipmcrt is capiralised as
part of oornputcr cquipmcnt.



SI'ItIiNDIts FINANCE LI MI'I'I'D
N01'IiS TO 'I'ItE FINANCIAL STA'I'EMIINTS

JJagc l8

.1.3.3 Cost Model

lhe company applies cost nodcl to pfopefty, plant and equipment and rocords al cosr of pufohase orconstfuctton togclhef with any ircidcDtal cxpensos thofeon less accumulaled dcprecialion and any
aocurnulated impaimlcnl losscs suoh cosl incrudcs rhe cosl offepracingpad ofthc equiprnenr when tharcost rs Incuffed, if the Iecognition cf[e a arc ]rer.

3.3.4 ltevaluationModel

-lhe (lonpanv appljcs thc ltevalualion Modcl for thc cntirc class of frcchotd tand and buitdings iormeasuremcnt alicr inilialrccognition Su,:hprtpctiesarccarriedarrcvatucdamoLrnrs,bcrngthcirlaifvatuc
al the date olrcvalualion, lcss arrv subscquent aoculnulaled dcprccialion on britrlings and ainy acoumulatedimpainncnl losscs chargcd subscqucnt ro thc dale ofvaluarion. Frcehold land and buitdings oitbe Company
are rcvalued byindepcndenr pfofessionat valLre|s cvery rhfee ycars or ofc frcquentt), if:thc fair vatues arcsubstanlially differcnt rr.orn theirca||)rn- Inourrrstocrisureth.rrrhcer|r1 ngarnounrs do nor.:tillcr fr.onr
the fair values at lhe Reporring dare.

oD revaluatiorr ofan asset, any incrcase in thc crrrying rmounr is fccog|iscd in ttcvatualion t{csorve inEquiiv thmugh o(ll of uscd to rcvcrsc a pr cvious toss on revaluation of tic same asset, u,nrch was cha.gedprofirorloss rn!hiscircumsrance,rheincreascisfccogniscdaslncomeoniytocxtentor 
the previous \4,r itcdown in varuc Arv dcoreasc in the oanying-amounr is rccogniscd as an expcnse in p.ofir o. ross or chargcdto llcvaluation Resorve in oquitv rhro.gh ocI, only ro rh; cxterr of any cfedit baranccs exisring inihe

Rcvaluarion Rescrvc in rcspccr of thar assct, is rransrened directrv ro Rciained Barnrngs on felife;cnt of
disposal ofthc asset.

3.3.5 Subscqucnt atost

I hc slrbsequ'r1 oosr ot feptaciDg a co''poJrcnt of an irem ol pfopc'.y, planr and or:luipmert is fecogrlised i,,
lhe carryrng anrcurrt ofthe itcrn il il is pfobable rhal thc fururc ccononlc bencfirs elnbodied wirhin that parlwill now ro rhc cro'pai)v and ils cosr can bc rcriabry mcasufcd. r'hc cosrs ofday ro rlay scrvicing ofproperty, plant and cquipmenl are chargcd b pfofit of loss as incu*cd. costs tnoLrncrt in L,sin; orrcdcploying an iten is not incjudcd undcr ca|aying arnounl ofan item.

3.3.6 Derecognition

'l he canying amouril of an ilcm of pmpc(y. pranr and cquipnrenr is dorecognrsecr on drsposar or when fo
fLr1urc econorrr ic bcncfirs afe oxpectcd rion ils usc or disposa'I he gain or riss arising ir.orn de-fecognitionofan itcrn ofpfoperty, ptant ancl cquiprncrr is includerl in profir or iiss when lhe rtcm rs dcfecognised.

Whcn feplaoernent costs afc rccogniscd in thc carrying arnount ol.an ilem ofpmpcfty, planl and cquipmcnt,
the remaining oarryrng amounr orlhc feprrcecr par:r is derccogniscd. Major i;spcc.o cosrs are caprra{rsed.nt each such capitalisarion' thc |cmaining oanying amouDt of ttre prcvior.,s cost of inspeotions is
derecognised.

3.3.7 Dcpreciation

-l'he cornpany providcs dcpfcciation riorn rhc dalc rhc asscts afe avairable for use up 1., thc crale o1 disposar,
al the tbllowing ratcs on a straight rinc basis ovef thc periods appropfiatc ro the esriinatccr useiur rives bascdonthepatleminwhichthcasscl'sftrtrrreecororniobcnellsar:ccxpcctcrl bbeconsu cd bythc Conpary
or rhe^diftaront rypcs of assers. Dcpfecialion ofan asscr ocascs ai thc car.ticr ofLhe care rhal the asscr isclassified as held for salo or the daLe rhar rhc rssct is derccogniscd. Depfcoiarion does nor ceasc wncn lhc
assc{s bcconc idlc or is rclircd fi n aclive rsc unless the rssct is fully deprcciatcd.
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Depfeciation is calcuiated using the straiqh

ll,i::;,;jY.,# *l#":,::F"tfJJr::i"il)"..1 id:::"i,"H i:::",,":,"J":.:i"":?,T:,ffi::it?jin the current yeaf. rhe periods of depreciation;';;;;;;;;il;r#;i ;::r:1i1t"".""::"":?ffi1[i

Class of ass€t
Buildings
Furniturc and Fittings
Office Equipment
Motor Vehicles
Computers & Accessofies
Telephone System
Electrical Equipment
Sign Boards

Fixtures and Fitlings

Period
50 years

8 years

8 years

5 years

5 years

4 years

8 years

8 years

8 yeam

The assers, residuat vatues, 
".:l{,],]:: and melhods of depreciation are reviewed, and adjusred ifappropriate, at the end ofeach reponlng pelod.

3.3.8 Changes in Esfimates

il"fi;;l". 
rn"*",,seful lives and residual vatues.ereassessedateachreportingdareandadjustedjf

3.4 lntangiblc Assets

An Intangible asset is an idenrifiable-monetary asset without physical substance held for use in theproduction or suppry ofgoods or services, for fentar to others or. for adrninistraove purposes.

3.4.1 BasisofRecognition

An intangible asset is l€cognised if it is probable that the future economic benefits that are attributable to
lffiiil'J*i:;;""*:.entitv and the;ost orth";"";;;;;;;il."a i",'"0,r An inlansibre asser is

3.4.2 Comput€rSoltware

cost ofa' computef software ricensedfor use by the cornpany, which afe not integmry ferated to associated
::l:lvale, 

rvh ich can be cleady identified, reliaUry .*.r*i*J;, i. p.-oUiti" tr,at ttr"y *itt t"ad to future
;::::i:J:i::|;,'::::X"T3"j"'i"in^"-'1:':*;to'"*"i"r p".i'1"" i"a??e cateso,v rn,ansibre Assetso amofirsatron and any accumulated impairment losses.

3.4.3 SubsequentExpenditure

Expenditure incurred on software is capiiarised onry when it is pfobabre that lnrs expendit,re wit cnable

"i:fi::::"r::ffi;f 
j::T 

ff:.:"",T]: !:::iT:.;" ".1'"' "l '' "ie,"r['"i"li*o ",*0".0 ",perrormance
as incurred. ed and athibured to the asset feliahly. Allotherexpendirure is expensed

3.4.4 DerecognitionoflntangibleAssets

The cafrying amount ofan item ofi
beneiits arc expected fror ,r. ,r". ri.tll9J!':l:"el 

js defecogniscd on drsposal or when no future economic

is incruded in profir or r",, ;n; ;Ji:iliJ;::"":iJ;':'ru-' " recosn irion oran irem orintangitie assei
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3.1.5 \nrorti\ati,rn ,,f Intrngihte 4ss(r\

ln.tangille assets, cxccpt fbr goodwill, are amorrised on a shaight linc basis in prof.tr or toss tiom rhc datcwhen thc assct is available fof usc, ovcr thc best estinate of its LrsefuJ economic lile based on a pattern inwhich the asset's econo.'ic bencfits aro consumcd by ihe Company. n 'r.rii."ii"" ,n",f-ar, 
^"1u1 

lives andresiduai vatues are fcviewcd ar cach financial yc". ea 
",a ^Ajrsri,t 

tiropl.pri",". iLr" ." 
"p.ny 

assumcsthal therc rs ro residual value fof its intangiblc asscts.

Class of assct
Computcr softwafe

I'eriod
l0 ycafs

lmpairment of Non-Financiat,\ssets

'Ihe CompaDy asscsscs at eaoh rcpoftine darc whcthef therc is an indication that an asser may bc rmpajred.Ir aoy indicarion exisls. or whcn annuar inpainnenr lestins ror rL,, ;ssei ; ;;;,;;;;l;" ,,,"p,y es{in,atcstrc asset s recovemble amount. An asser,s recoverable arr.Lrnt is the higf,"'. ni"" or""i,r...u.n C;"""r"ri"gUnit's (CcU's) tair valLre lcss cosls to sc' and its vatuc r" ,"" Wr,l,.i,f," 
",,.1,i"g "''*", ", 

* "*o _cGLl exccods irs fecovefabrc anrount, thc asset is corsidercd inrpaircd an.r is w.irten dowr to rts rcoovcrabrc

ln assesslng vatue in usc, rhe estinratcd iul.rc cash flows ale drscounlcd ro their pfescnt valuc using a pretax drscounl ratc thal feflccts cun.ent mafk
to the asset in dc,e,rinins,"'; ;;t;-i;::l:::::T::1i,.,iffi'l;;:[";Hi]::',il:1Jff..,,",l;'fiI:
calculations afero obofated by valuation utttpi"r, qun..a 

"10,. 
p,lt"., ri,,li,,frfi"iy u_*, .rbsidiafics ofothcr available fair value inclicarors.

l of assots cxoludrng aoodwill. an ,Lsscssrnent is,madc at caoh.rcporting dale as Lo whelhef therc is any
l:11:::l:'l ir'1t.p'":r":':ly ,ccogn ised inparr rne.r rosscs may no ronsef oxisr of may have dccfoasc<t. rfsuohrDdrcalrorr cxrsts, the Cornpany cstirnales rhc assos or CGU,s rcco,,LraUf" 

""*,,,iA prevrorsiy rccognised impai'r.cnr loss is rcve*cd onry if rhcrc r,", rr*,, 
" "r,""g" 

in rhe assumpriorsLrscd to deterlnine rhc assct's rccovcfabrc.'nount sirce the Iasl impairmcnt ,oss was r.eiogn rsecr. rhe fevcrsalis li''ited so that thc oan'yirg rmounl oflhe ass"t ,1o"" not .*co.d it" ,"*""*rrr. 
"..r",, ""f cxceeds a1cca ying amount rhat wourd havc bccn .rclc ninecr, nct of ticpreciatiorr, r,"a "" rn.p","."u ror" t"o,recognised for thc assct in prior years. Such revcfsat ls recognrscd rn p|ofit or loss.

Dividcnds Payabte

Pro'rision tbr finaldividcnds is rccogrrzecr al thc !ime rrrc dividcnd rcconme.ded and dccrarcd by thc Boafclol Ilircctors, is appfovcd by rhc sha|eholdc|s. Inrcfim divjdcnds p"y.Uf" i.|"."g,r*"a whcn thc lloafdapprovcs suoh dividcnd ir accordancc with tbc Colnpanies Acr No. ?;f2007

I)ividcnds fof the ycaf thal arc dcciafed aftef rhe rcpoding darc arc ciiscrosed in Noles ro rhe rirnanciai;raremcnts as an evcnt afref thc RcDoftin!r r'cr iod in accofd;nce with thc sfi Lanka Accountin.g standardl-KAS l0 (tlvcnrs afrer thc Reportng I'eriool

Enlployec Bcnefifs

3.6

3.7.1 Defined Benefit t,tans

A lcfrcrbrn.trparr..ono.r-crrr.,^\.r.r,r t. r, fi. pi"n. rt*.
In In' \.r Ldnkr 

^LJ,'Llrt 
J sr..rr .r.J r K.\( ti) r,.nrll,J,c

defincd contr ibution ptan.

than a dcfincd contribution ptan' as defincd
Bencfils) Itciaf i.8.2 lir rhe dcfinirion of
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3.7,1.1 Defined Bencfit Phn - cratuity

All the employees ofthe company arc erigibre for gratuity nnder the paymenr ofcratuiry Act No. l2 oflql r

Employees those who hav€ resigned or whose selvices are teminaled other than by fctiremeni are eligible
to receive the terminal gfaruity underrhe payment ofcratuiry AcrNo. l2 ot lg83atrhemteofonehalfof
rhe Gross salary applicable ro the rast monrh ofrhe rcporting period in which the emproymenr is rerminared
or resigned, for each year of completed service, fof those who have seNed in cxcess oi5 yeals.

The defined benefits obligation is calculated annually by Independent actuary using prcjected Unil Credir
Mcthod as recommended by LKAS- 19, ..Employee Benefits,,.

The assumptions based on which the fesults ofactuarial valuation was determined, arc included in notes to
the fi nancial statements.

Recognition ofActuarial Gains or Losses

Actuarial gains or losses are recognised in rhe OCI in the period in which they afisc_

Funding Arrangcments

The Gratuiry liability is not cxrernally funded.

3.7.2 Defined Contribution PIans

A defined contriburion plan is a posremployment benefit ptan under which an entity pays fixed
conkibutions into a separate entity (a fund) and will havc no legal of constructive obtigation to pay fudhef
conlributions if the fund does nor hold sufficient assers to pay all emproyee benefits rerating to eirproyce
sc*ices in the cumenr and priof pefiods as defincd in thc sri Lanka Accounting stanaara lrcis'tg
(Enployee Benefits).

'fhe contribution payable to a defincd oontribution plan is in propodion to lhe servrces rendered to the
company by the employees and is |ecorded as an expense under'personner expenses' as and when they
become due. Unpaid contributions ale fecorded as a liability.

3.7.2.1 Employees' Provident Fund

The Company and the Employees coDb ibute 12% and g% respectively on thc salary of each enrployee to
the Government Provident Fund.

3.7.2.2 Employees, Trust Fund

'lhe Conpany contributes 3% ofthc salary ofcach employee to thc Employees'Trust Fund_

3.8 Provisions

I'fovisions are recognised when thc company has a present obrigation (regar or constructive) as a resurt of
a past event, and it is probable that an outflow ofresources embodying econonric benefits will bc rcquifed
to seltle the obligaLion and a rcliablo estimatc can be made of the amount of the obligaiion. 1'he expense
relahng to any pfovision is pfesented in the statement of pfofi1 of l-oss and othcr compfehcnsive Incomc
nct of any rcimbursement.

t

t

I

t

t

t

t

I
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3.9 Commitmcnts and Contingencies

All discerniblc fjsks are accounted fof in delc nining the amount ofall known trabjlitics.
conrinSenr riabiJilies afc possible ob_rigaiions^whose cxistence wi, be oonfirmed onry by unceftain futufc
;:?:'li'i::11:;":lliljl;li;,JJ::::li: li*':.. .,r*''"'"i" i"',"ni]""#i'oloo*" ' *"n"t be rc,iab,y
unless the pfobabiriry ot *n,"r*i'illliilt''ised in the stateneDt of t;""i"1"1 p*i,i." r,", 

",-" 
a;..1"""i

3.10 Fjarnings per Sharc (El,S)

t'hc Company prescnts Basic tarni
bv dividing rhe pfofit o,. to". uurib,llj:'p:'shlrc 

(l-PS) data for its ordinarv sharcs Basic ijPs is catcutared
nu''r,". oru.ai,'u,y .r'u,".;,;:;i;iit':,::ilti:j'v sharchordcrs orthe cr.'p""v t'v 

'r," 
*"ier,iJ 

""".,si
3.ll Scgmenrt{eporring

An operating scsmcnl i. ,, ." ,,0",,"]::.l.fjf.c|rnpany that cngascs jn busincss acrrvrtics ftom which ir mayii"liii-,,i:i:i,ft: iilffi : lttll't:'""* "'"r "^1,.i*" ii"i'"i".
DecisioD Makcf to,nak",r""i.iu,,"Ihn.: 

op",utins fosurrs a,c review";;il:'b,lil;:'3;:IljllJl:I,:J
and fof which disorcrc fi"*"., ..11;XJ::,:c€s 

auocatcd ro cach 
""g,n",,r 

nui ,"** i," p".i"i",_iii

ffil:'ji':-Jff:J',*scs, the conpanv has ident;ned lbur opc,aring ses,ncnts

. Leasing

. llire lrurchascs

. l,oans and Advanccs

. Othel's

based on products and

Managenrenl rnonirors rhc *..,'"* *"fll.:.r^1,:-business nits sepafarety tbf rhc pufpose oi naking
::T:iff'o,llil;:iift*:1lilTji:1:'nanccassess,"ent ses,"o',pJ.r-,',,n""i,*a,uatcdbaser
operaring selrrcnts. ''xcs afc rranagcd oD a company basis and afo not allooatcd to

Intcrcsr incorne is fepoftcd nct as nanagcrncnt prirnariry rerics on net irtcfest fcvenue as a pcfrormanccmeasLlre, not the gross inconto and expcns.

i'lo rercnue frorn transJerrn rs ,,! ith a s nrl(
tnc Lonrpan) s torar r"ucnuc ,n zots o,. :o t?tcfnal 

customcf of cotrrrtcfparty amounled to I0% of Drorc oi'

SIGNII'ICAN'I' ACCOTJNl'ING I'OLICII,S RT]COGNrf ION OF INCOMI, AND EXPI,NSES
RcveDuc is fecognised ro the cxtent rhar it isprobabrc lhal the cconomic benc6ts wit 

'ow 
ro the col]tpany

;:i":::"TJ;Jj.:::#'ernbrY measurcd rr'" r"rr"*i',g 'p"iii.;;;;H;ii:," must arso br: ncr

Interest lncome rnd Intcrest ilxpeDse

Jnt!fest InLorne ,rnd (\p!n,!s ,Ic ,ecorDise(
r", J n,-".;i '". ,jl;ii;t :::j:::"1 ::."lil,lil::,":j:i: ii,j:Jii:;ift'l_;,ffii:i.:J:(:,,I*:l ::

4.
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hlR is rhe rNte that crr!rJ\ d sLjo,rn\ csrrmalcd,futurc cash payrnents of feccipts through rhc expected lifb
;i.H?l;:';:liiiftliil: "' "* periorJ,whereapprop:iat,,"tr,"*'"",ivi,,e",'"un,or,hennancial

lhe calcuration of ErR lakos in1(] accounr at conrractLrar rcrns of the financiar instrurncnr (ror exampre,

ffffil::i:,,,T:l:;l lHdii,:];:flil fii: ,",1, [];i;t:'*Ti;"if"l ;;; ;; ".li; a,1,ibu,ab,e ,. the

l'he carying anounr ot rhc financiat assr*,i".","i.rt"y'.*i".;,;:;,;" i;;^:i:i":'"lil1"i1:lli',:J:,.li';:i,il":l:"?:"jillJil;il:

ii,::!":'::fl:rllyi"'"lil1:: T:":'i::::;T:"J*,";"#"kiTi;*ilfi.ilT:,ilil;i:ftil*;ii;
il::"ff"".i]j;;:1'1,:".::.:il,:::[H*"::,xi::;m:::iim,",fi*,r:,,""TlT'';iT;*;1*i#
Oncc drc rcoordcd valLre of a financialasscr or. a gfoup ot sinrilar llnancial assetsan rmpairnent loss, jnlefest jncone contin
,r," n,i,,- 

"*r, no*. i.;il ;;:":il:l; ll"5::fill;;1,ii::"*" ."" 
",

l'ee and Commission Incomc and llxpensc

l,i;.:":ll*"r 
carns t.ec and conmission incornc fiom a diversc rangc of serviccs it provides ro irs

l,::,lj:1TTj:T.::i,ffi"J;:;il,:ij.,i"" that a,e inrcs,ar 1o rhe LrrR on a nnallciar asser o, rjabiriry a,c

has bcen rcduced duc to
inlefcst used to discounl

Other fcc aDd conrlnission incornc arc r.ecognrse.l on a straighr line basis ovof

Othef fccs and comrnission cxpcnse are cxpcnscci as thc sefvices are rcceivcd.

DivideDd tncome

thr c,'mr,,rln,cnr pcr ]ud.

4.3

I)ividcnd income is recogniscd when rhe Conpany,s right to reccivc rtrc paymcnt is cslabiishcd

Expenditure tlccognition

llxpenses afe rccognized in the staternenr or'rofit of I-oss and othcr compfchcnsive rncome on lhe basisol a difecl association bctween the cost*p;";il i;;;;;;i,,ilffiJ,;:1,,:::"11:il"*Jffiil::t":j":,j: i,:,fjl;_""lffi,l;,ljl

Leasc prym€nts

l'ayIncnls rr]adc undcr operating leases
ofthe lcase. I-easc inccntives ieceivcrt
thc tenn offic lcase.

1--rcc'SIi/qd If,,Jl,,.r ^. .n r-rui;h.t r.\ri\u\.r .r.r-r.rl
arc rccn8r rr.J r- "n in rg"rl .r.r ot .h( t.r:,1 lcdcc c,l,qn.( ovcl

Minimu' lcase payrncnts rratrc Lrncr* finrncc reascs arc appo{ioned between rhe inancc expc.sc and hc
::,,,j:::l::.:l1ll1*l*:dins tiabiriry. r.he finanoe cxpc,,sc is a ocated to cach pcriod dunns rhe rcasc rernso as ro pfoducc a constant pefiodic fatc ol.intercst on lhe remairjng b"lun"" 

"lrf,.-iirfr,,,,y.



SEITIINDIB !-INANCE LIMITT]D
NO'I'ES TO TIIE FINANCIAL STATEMENTS

l'age 24

5.1

5.3

SIGNIFICANl'ACCOUN'TINGPOI,ICI!]S INCOMI],tAXTJXPENSE

As.pef Sfi Lanka Accounting Srandard t,KAS l2 (lDcomc-t.axes), rax expense js rhe aggregarc amounr
inoluded in determinarion of profir of ross fof thc pefiod in respcol ofcuueniand deferred raxation. Income
lax expcnse is rccognised in profit or loss cxcept to the extcnt it fclates to ilems fcoognrsed drfectly in
'Equity'of other compr.ehensive income (OCI)', in which case it js fecognised in trquity or rn (X].

Ciurrcnt Taxation

Currcnt lax assots and liabilities consist of amounts expccled to be rccovercd frorrr or
alonmissioncr Generai of tnland Revenuc in respcct of thc culTenr year ard any adjrstnenr toir fcspect ofpriof years.'l he tax rales and tax la*s used to cornpute thc arnount ar'e thosc that
or substantially cnacted by the ltcporring date.

pard to lhe

AccordiDgly, l,rovision lor taxatiorr is bascd
accordancc with thc provisions ofthe I.land
the fales specified in Norc l6 ro rhe Financral

l)cfe''rcd Taxation

on the pfofit fof the ycar adjusred tor laxation purposcs in
Revcnue Acl No l0 of2006 and the amendnents thefeto al
Slalemenls

Deferrcd tax is providcd on tcmporarv dirftrcnces ar rhc repo{ing dare betwcen rhc rax bases or asscrs and
liabilitios and thcif caffying amourts for tinanciat reporting pur.poses of thc Company.

I)olencd tax asscts arc recognised Ibr Lrnused rax rosscs, unLrscd rax credils and deduclible rcnporary
differences to lhc cxlcnl that ir is probabrc rhal furufc raxabrc profils wiI bc avairabrc agarnsr whrch rhey
can bc used. l)cfened tax asscrs arc rcviewcd at each Repofting datc and afc ferruccd ro the cxrent that r1 rsro longer pfobable that rhe rclated 1ax bcncfit !\,i be rcatizcd.

unregognised dcfened rax asscts arc fcassesscd ar each rtepo ing darc and fccogniscd ro rhe cxreDr that it
has bccone probable thar futurc laxablc pfojjts witl be avaitabtc agatnst which rl;y can De used.

[)cfercd rax is r)roasured ar the rax fates rhat are cxpected ro bc applied 10 ternporary dirfcfcnces when thcy
revcrse, using lax |?tc enactcd of sLtbstantjvely enacled at the Repo{ing date.

'l'he mcasuremcnt oi dcle ed tax rcllocts thc tax conscquenccs that would follow thc manner rn whrch the
Conrpany oxpects, al the lteporting datc, to recover oI scirle the canying amounr of its asscls and liabitirics.

Ilcfe|r'cd tax assets ancl dcl"erfed lax liabilitics afc oifset ifa iegally entbrccable right cxisrs ro ser offcurrenl
tax asscts against cuffent tax liabiliiics rnd rho delcrrcd taxcs roratc 1., the sa,.'c t;xablc entrty and the same
taxatron authority.

v:rlu( Add(rl l a\ rV \ tl on Financiat Scrricrs

v^'f on I'-inanoial scrvices is oarculalcd in accordancc with varuc Addcd lax Acl No r4 01 2002 and
subsequcntamendmentsthcfeto.'lhebascfofthcoomprlarionofvalucAdded IaxonFinancial sefviccs
is thc accounting profir beforc vA r and incomc tax adjusred fof the coonornic dcprcciauon and emoruments
ofclnployces cornputed on prescribed falc.

lhe VA'l on Financial service is fccognized as cxpense in the pefiod i1 bcconrcs duc.

Nations Building'Iax on t-iranciat S€rvices

As per prcvisions ofthc Narions Buirding 1axAcr(NB'r')ActNo9or'2009andamcndmcnrsrhercro,Nlir.
wrs payablc ar 2% on co''pany's valuc ad(lirions arlributablc to fifancial scrviccs wirh effecr fr.orn 0tsr
January2014. l he valuc addition attfibutablc to financi lserviceissarneasthcvalue,sedtocalcutatevAl.
on llnancial scr'vices.

5.4
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'lhc NB l' on I:inaDcial service is recognizect as expcnse in thc period ir becones due

llconomic Scrvice Charycs (DSC)

Aspefpfovisionsofrhc[coro''icservicechargo(ESC),AclNor30f2006andamenornenrslhcfcro,rls(]
was payable at-l-%! on Cornpany's liable turnover and was deductible frol" i"".r" t* p"yrrrr". Wrth clIectiron I st April 2012 as per the F]SC amendrnenr Acr No I I or20 t2 D.Sa i" poyJf".nry ., 

"*".p,,r_o*.ol the Company and is deductiblc fiom
Income rax is payable. 

rncome tax payablc Flsc is not pavable on tumovcr on which

'lhe FISC is rccognized as expense in lhe pc od rr becomcs d c.

Crop Insurance Lcvy (CIl,

As pcf the pfovisions ofrhe Secljon l4 oflhe lrinancc Act No. t2 of2013, lhe a]L was jnh.oducod wirheffect from Aprit 01, 20 t3 and is Davable ro the Nationat rnsurance li;;ii,",f. C,rr-"',ry, ,r," Clt_ i" poy"Or"at l% ofthc pfofirafier tax(bcdc thedeienco lax charge/o.evcrsat).

l'|c Cll, is rccogrized as crpensc in rhe pcriod ir becomcs duc.

S1'ATEMllNl Ol CASrt r.r,OWS

fhe cash flow sratencnt has bcer pfcpar ccl by u-sing .t-hc lndifccl Merhod, in accofdance wrrh thc sfi LankaAccounting Standard t_KAS 7 ,SlaremeDr ofitash Ftows,, whcrcby op","it"g ,",-_i,"., ,,,,",roe aolivities
:ll^:l::t1:lgl:li"it'"" havc becn rccognised. Co"r, a"a .asi, 

"qui,,ai"ui" ".,,,p?;*.i,",', o-,, n,gnry riq,raInvcsrncnts that are rcadily convcftiblc to knowD amou'ts ofo^nn,ra 
"-,rfri""t in oD r'slgnifica't riskol changes in value t hc castr and cash cqui!,atent iDctude cash l" f,.,,J _J U"i",""". 

'V,* 
t ""t..

NDW ACCOUNTTN(; STANDARDS Appr,IED El-Ftrc.l.M, FIIOM 0l April z0t4
Sl-FltS l3'l-air Vatuc McasurcmeDr,

l'his Sl-liRS detjnes fair valuc. set our iD sjngle SLFtiS, a fi.amcwofk for. nrcasuring fair. value; anddisclosufes about the fair valuc neasurements.

NEW ACCOUNTIN(; STANDAIiDS ISSt]ED BU'I NOl'EFFI,CI'IVU AS AT III]PORTlNG I)AT]'
A numbcr oinew standards and amendrnents to standafds which have bcen lssuecl but nol yet ettcctivo asat the Repoting dalc have rrol bccD aDDlied in prepafing thesc I.inancial Statoments. nccodingly, thcses.randards hav€ not bcen applied in pfepar.ing these irnanc-iz;i ;";";i;;, j;;;,p;ny 

prans ro appty thescstandards on the respective effectivc datcs.

5.6

Accounting
Standards
SLFRS 9
ljinansial
lnstruments

Summary of the requirements

SLfRS 9, issued in 2014, feplaces rhe
cxrstlng guidanse in LKAS 39 F'inancht

Possibl€ impact on Iinancial

The Company ;s ass"ssrr,g tt 
"potential impact on its consolidated

fi nancial statemcnts .esulting fi.om
lbe applicalion ofSLIiRS 9.

Measu.enent. SI-FRS 9 includes rcviscd
guidance on the classification and
measuremenl of financial instfumeDts,
Inc tud Ing a ncw cxpected crcdit loss model
for calculating ilnpairment on financial
assets, 

. 
and the new general hedge

accounttng requlrements. It also carrics
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from LKAS 39.

SLFRS 9 will become effective for the
Company from April 1,2018.

forward the guidan"e on recognition and
derecognition of financial instruments

level of impairment allowancas.

expected credit loss basis isexpected
to result in an increase in the overall

Accounting
StarIdards

Summary of the requiremiiG Possible impact on nnanciat

SLFRS 15 -
Revenue from
Contracts with
Customers

SLFRS 15 establishes a aompreGns.te
tramework for detemining whether, how
much and when revenr.re is recognised, It
reptaces exrstrng revenue recognition
guidance, includingLKAS l8 on Relvenue.
and LKAS I 1 on Construction Contracts.

SLFRS 15 will become effective for the
Company from April l, 2018.

The Company is asses-rg---G
potentjal impact on its consolidated
financial staiements resulting from
the application ofSLFRS i5

t
t

t

t

i

I

t

t
I

I

t
i

t

t

t

The following new Accounrinq Standards z
of the ComDanv re not €xpected to have an impact on the Financial Statements

: *9:l::l*"^U"-"*lptants (Amendments to LKAS l6 and r,KAS 4l) - Effective date April 01,20 r 6.. Regulatory Defenal Assets (SLFRS 14) _ Effective date April 01.2016.



SERENDII} I'INANCD LIMITED
NOTES TO 'I'HE FINANCTAL STATEMtrNTS

PaEc 2'l

Fot thz lett ended 3I March,

9 CROSS INCOME

lnlercst rnoomc

|ee and commission inconc
Olher openting incomc

10 NET INTEREST INCOME
10.1 Intercst incohe

Lcasc rentals receivable and slock oul on hi, c

Loans a.d receivablcs

lntcrcsl income frcm bank deposils and gove.nment securilies

Total intcrcsi income

10.2 lnrerest exP€nses

Inl€rcsl on overd.all
Inlcresl on dcbcnturcs

Inlercsr on long lcrm bonowings
'l'ot.l int€rest expcnscs

Net interest incomc

2016 2015

(Notc l0-l)
(Nole I1.1)
(Not€ 12 )

_,,1!Z{]2:734 -_,Mf!!!!3

i88.572,775 :r45,91i.398

54,925,652 54,546.652

3,581,307 4,088,253

288,434,125 224,858,860

97,450,995 119,869,323

2,61i?,654 1,205,215

26,585,667 I,971,257

26,9t39,167 t9,601,571
r r9.2r r.461 82,998,689

348,572;115 345,933,398

t12;186,297 124,571,5r9

215,146,4',14 22t,36t.479

|l

ll.l

tt,2

t2

NDI t EE AND COMMISSION lNCOMtt

Fce rnd codnission income

Insuranoe oommission

'l ot.l lec ard commission incoDe

!'e€ and comDission expensc5

lnlroducer commission

Total fee !nd cohmission rxpenses

Net fee and comntission incone

O'I'IIER OPERA'I'ING INCOM E

Profi! on disposal ofproperLy, planl and equipmenr

IMPAI RM IiN't' CHAIIGES FOR LOANS AND OTHER LOSSI]S

l,casc rentals reccivable

l.oans and I lirc Purchascs receivabie

Olhcr Losscs on i rad€ debtors

10,577,t1I

6,858,265

37,490,256

3,410,035

44,r57,2QA

51,925,652 s4,s46,6sr

2.933,451

16,089,50E

143,125

4,184,569

ia,022,o5il 4,it1,1t4

-,,_!:!9?,!93 _!!.,91!f!t

148,896

i4,000
63,671

i6,000

l3

648,710

2,689,641 3,988,576

1,58r,307 4,0EE,253

r68,580.r97 7 r.990.0r4

21.62E.4i2 57,191,718

r90,401r,62, r 29,r 83,?52
- 1,887,247

(No(c 22.1)

(Note 2s )
r90,408.629 131.070.999
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For the lear ended 3I March,

I4 PERSONNEL &XPENSES

Salaries and oaher relaled expenses

Employer's coni.ibution toEmployees' Provideht r-und
Smploycr's contibulion to EmployeeJ frusr f'und
Cratuily charge lbr lhe yea.

Olher slaff related expenses

OTHER OPERATING EXPENSES

Direclors' emoiumenls
A udilors' rem u neralion - Audil & audit related servicos
Prctessional and legal expenses

oeneral inslrance expens€s

Offi ce administralion and establishmenr expenses
Sales, markelinB and brsiness prcnotional cxpenses

INCOME 'I'AX EXPENSE

l6.l l he najor componerts ofincomc tax expehse
Amounts recognized in profit or loss

Currenl tax expens€

Adjustment fo. prior years

(Notc 26.2.1)

2016

42,t52,043
4,2t3,624
1,053,487

1,0t0,463
| |,475,3t2
60,304,929

2,73O,OOO

1.6'13.366

92t,596
260,306

46,804,400

t7,307,693

2015

44,73t,833

4,787,870
r,196,965

661,255

7,874,432

2.t90,000

865,4t0

2,228,527

2l1,398
39,308,417

t0,367,s95
55,171,367

59,4s2,355

t5

I
l6

69,697,361

1,69E,3E6

_ !{u:q94

6,979,4t8 40,767,497

26,855

6,979,4t8 40,',194,352I

I

Deferred tax €xpcnse
Delbrcd laxation charge / tclcBal)

16,2 ltecohciliation oletfecrivc tax rate
A reconciliation belwcen laxable income and

for the y€ar ehded 31 March are is follows.

( Ndrc 29) 124,335,4t9)
16,4s8,931

lhe accounting profit multiplied by the slalulory rax rare is given betow:

zat6
Rs.

2015

Rs.

I

I

I

1

I

I

I

PrcliY {Loss) for the Year
Income lax Expenses

Proll/ (Loss) berore taxalion

'lax using the domestic corporatjon tax.ate ol28%
'lax eflecl of aggregate disallowed itens
'Iax effecl of aggregate allowabJc expenses
'lax eflect ofcapilal potlion ol renlah
lax elTcol of (Profil)/loss on linance leasins business
Iax effecl of tax loss set olf, Lease

Ad.,usl'lent for prior yearc

Defcred taxation charse/ (.cversal)

(E3,757,57s)

8,677,804
(15,079,77t)

28% (21,422,336)

-76% 5?.395,609
250% (t81,530,202)
-202% t51,946,895

-8% 6,t89,453

0%

2,057,624

16,458,933

18,516,557

2ao/o 5,184,636

2ta% 40,379,580

-56t!/. (to3,926,123)

5600/n i03,7?6,390

oo/n

25r/o G,646,386)
o% 26,855

lll% (24,335,419)

89% 16,458,933

-2% 1,698,386
-12% a,677,a04
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Fot the ),eo, erde.! 31 Mnrch,

I7 OARNINGS PER SHARE

l?.1 Ediceamings per shdc is calculatcd by dividing rhe net profil for lhe year anribulable loordinary shareholdes by weighted average

numbdofordinary shaJes oulstandinS during the yea!,6 per LKAS 13' Emings Pei Share.

17.2'lhefollowingrellectlhein@moandsharcsdetaihusedinlheBdiceamingPcrshareconputaion.
I

t

t-

t

t

I

2016 2015

Amounls uscd as the numeratorr
ItofiV(l-os) amiburablelo odinary shdeholdcB fo, b6ic ea'nings per share

Number otordinary shar.s used .s thc denoninalor
weighled avcragc nunberofodindry shes in issue foi bdic eaDinss per shde

Basic c!rnings per ordinary sharc

I8 ANALYSIS OI' I'INANCI.{L tNSI'I{IJMENTS I}Y MEASUREMEN'I' BASIS

(83.757,575) 2,05',1,624

21,600,000 21,6U0,000

18,1 
As ai 3l Mrrch 2016

4,563,249

2,989,2t2,839
- t7,886,559

78,680,438

_ q!!) ___ q,] 0

Availablc for Other Total
S.h financial

atlairvrlue liabiliticsat
amortizcd cost

Rs. Rs. Rs.

4,563,249
2.989,2t2,839

- 17,886,559
I

f

{

cash and bank balan€s
Lods dd receivablcs

f inancial investmen$ Available-loFsale

Socurnies purchded under resalc agrcemonrs

Totdl finencial assets

Debenlules

Totrl fin.nci!t Iiabiliries

18,2 Asat3l Msrch 2015

Cdh and bank balances

Deposits wiih licensed banks

Fin.ncial inveshenrs ' Available foAale
Securnies purchased unds rcsale agreements

'l otal fi nancial li,bilitics

3,012,456,526 I?,886,519

?8,680,438
3,090,343,08s

2,464,655,69't 2,464,655,691
15,00Q,000 r5,000.000

144,281,006 r44,281,006

],6r1t]3! 03 ___]f,Jrl!lo3

Rs,

1t,413,303
4,469,744

| ,7 61,2t6,094

t,697,542
tu,rrr,oon

Rs.

t

l

r r,413,303
4,869.744

t,761,216,094
16,833,409

t,691,542

liz!2lfq ____l!:!u:!p __- --- ---!4!19{21

1,064,977,098 1.064,917,098
- 2t7.797,494 211,797.494
-_ 123,211,623 123,211,623

1,406,052,215 1,406,052,215
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I9 CASH AND CASH EQI]IVALENTS

21

21.1

Cash in hand held in local!urency
Balanc€s with licensed connercial banks

DEPOSITS WITH LICENSED tsANKS

FINANCIAL INVESTMENTS AVAILABLE'!-OII SALE

Government Securities

- 4,869,',144

- 4,469,144

t21,700 123;100

2016

3.683,t86
880,063

2015

9,754,064
t.659,239

4,56J,249 11,413,303

i

I

f

I

t

I

f

i

I

2Q

{Not€ 2l.l )

Cost Dir€ctors

as at vnlu{tioD is
ll March at 3l March

znr6 2016

Rs.

t23,700 123,700
123,?00 123,700

n.762,8s9 16,109,709

17,886,ss9 16,833,409

2016

I00

2015

t00

2015

t23,700

3l March
2015

t23,700Credil lnfornalion Burcau
t23,700 123,700

20t6
Rs.

2015

Rs.

LOANS AND RECIVABI,ES

'l olal loans and receivables

Less: Unearned income

Grcss loans and receivablcs

Less: Allowance for impairmenl losses

Nel loans and rcceivables

4,397,U42,936 2,552,009,479

,l
9E5,A76,202 s57,648,1l7

3,4t2,766,734 1,994,361,362
4aa.,4t o, ?\A 22.1

J. a3 eat
423.553.895 233,145,266

2,9a9,212,a39 t,76\,216,n94

I

I
22.1 CoUectivcimpxirment

As al 0l April
Charge lor the year

As at 3l March

233,t45,266

190,408,629

423,ss3,895 233,745,266

103,961.514

t

I

I

t

I

t29.t83,152
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t

2Z.Z Aoalysis by Product

22.2.1

22.2.r (^)

22-2.2

22.2.2 (r)

Gross l,ease reccivable

l,essr Allowance for impaimenl losscs

Net Lease r€ceivable

Gross Lcasc recciv,ble within one year
-lbtal 

Leasc reccivable within oneyear
Less: Uncarned income

429.4t4,272 I56,011,953

22.2.t
22,2,2

22.2.3

20t6
Rs.

2,38 7 .464,627
t 72,333,940

20t5

| ,241 ,398,99E
357,805,14:i

I

t

I

2,9E9,2r 2,8J9 I,76t,216,094

22.2.1(2)
22.2.1 (b)
22.2.1 l.t

22.2.2 (^)
22.2.2 (b'
22.2.2 (.)

r,tI r,655.720

I ,535,046,121
68,944,509

2,1 t 5,646.956
328,t82.329

2,3E7 ,464,627

527,745,704

863,482,34t
15,7?3,081

r.407,001,130

1s9,602,t32
1 ,247 ,39E,994

r

I
1,431.773,100

320.117,580

668,096,042

r40,t50,314
1,t11,655,?20 527,745.704

{

I

22.2.1 (b) Gross Lclsc receivable wiahin one to five yc.rs
-lotal 

Lease receivable wilhin one 1o five yeaB

Lcss: Uncarned income

22.2.1 (.)

2,029,92i,359
494,816.632

t,535,046,727

16.1',lE,2t0

I,093,t 19,519

229,637,t78

a.u3,4a2341

I

t

I

I

I

Gross Le{sc rcccivable over five years
-lolal 

Lcase rcceivable over Ilve yea.s

l,ess: Uneamcd incomc

C ross Hire Purchxse rcc€ivable

'1.433.741
t9,967,823
4,t94,142

68,r44,50' 15,?71,081

12t.601,641

r28.054,104

1.752,434

\57,7 t7,774
256,053,276

4.713.814

Lcss: Allowancc lor inpaimenl losses

Nei Hir€ Purchase receivable

253,408,r I

81,074,24r

420,484,860

62,679,7 t7
3s7,80s,14317r,3tJ,940

Gross Hire Purchase receivable within
'l-oLal Ilirc Purchasc rcntals rcceivable
l,css: Unearned inoomc

Cross Hirc Purchrsc receivabl€ wiihih
'Iital Hirc Purchase rentals receivable

l-css:Uneamed incom!

t.

t

i

t

t5.703.749

119,305,392 200,943,341

43,225,57 |

157,117,770| 23,60t,643

22.2.2 (b)

r52,r30,866
24,276,762

328.771,7)2
10.724,436

128,054,104 258,053,2?6

22.2.2 (c) Gross Hi.c Purohasc receivable ov€r five ycars
I otal I lire Purohase.cntals receivable

Lcss: tjncamed income
2,t t7,ta7 6,005,725

)64,673 l,29t,9tl
1,752,434 4,?13,814

)
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22

22.2

LOANS AND RECIVABLES (Conr.)
AralJsis by Product (Cont.)

I

I

t

t

I

t 22.2,3 Other Loans

22.2.3 (.) Gross Oth€r Loans receivabt€ over five years
Tolal Other Loans receivable
Lcss: Unearn€d incode

I

Gross Oth€r Lorns receivabte
Within one year

One to fiveyea.s
Over five y€ars

Less: Allowance for impairment tosses
N.t Olher Lorbs.eceivabte

22.2-3 (a) Gross Other Loans receivabte withir une year
'Iolal Other Loans receivable
Less: Uneamed income

2016

Rs.

2015

Rs.

22.2.3 (a)

22.2.3 (b)
22.2.3 (.)

t69.433,204 62,592,531
270,2t9,298 t02,4r2.097

4,059,09s 1,U70,742

443,7tt,597 166.675,370
t4,297,325 10,863.417

___42e1]!21 2 
-_)56,ur 9s3

?17,03'1.795 88,1E2,342
47,604,59t 25,589,8t1

___.!!21!t:?!1 ____g?,se?{lt

f

22.2.3 (a) C.oss Other Loans re.eivabte within one to tivc years
'l'otal Olhe. Loans rec€ivable
Less: Uneamed income

343,812,257 t44,2a1,410
'73,592,959 4r,869,3t3

270,2t9,29A 102.412.097

5,164,570 2,635,56t
1,105,475 764,8t9

- _=1:!!242s _,irqlu1,

f

I

t

t

t
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i

I

I

I

25 O'IHER ASSEI'S

Olher €ceivables

Lessi Allowan@ for idpairmcDt losses

Valueadded ld, Nation buildingtd and Crcp Levy reoverables

26 DUTJ't'O BANKS

Secuitizcd bonowines

26.1 Sectrrilized borrowings

DirccI bank borrowings

Commercial Bank ofCeylon PLC

Sampalh Bank PLC

2016

5,757,601
4,084,0?6

\,881.24',1

20l s

9,481,097

3.059,060

1,88?,24?

t

t
I

t

i

I

r
i
t

t
t

t

t

t
t

I

t

(Norc 26.1)

Loans obtaincd
As at during the year

0t.04.2015
Rs. Rs.

537,t41.123
316,323,136 2,r25,000,000

,r3t3?;55t - rJ2sp-aT,0-o-0 1,029,566,664

9,695,44L

453,645,153

2,011,010,544' rn{/fIF{.T

313,265

2,626.444

,:)----r5g;70e

2016

523,583,35?

i5,000,000

2,011,0r0,544

200.400,000
829,166,664

1,954,4)6
1,741,00t

10,652,909

t,021,2t4------ladF

t5t,st2,239
913,464,859

1,064,9?t,0t8

31.03.20t6

336,61i,265
| ,67 4,391 .279

'lhe lollowins assels have been pledgcdas securny for liabi!iries

NatureofAsscts Narurcofli.bility

l,easing Reccivable Comm€rcial Bank ofCeylon PLC _-ierm loan and bank overdnti

Properry at No. 182 & CoDnercialBank ofceylon PLC_ Ierm loan and bank ovedraft

187, Kalug$lola Road,

2015

644,040,000

75,000,000

?urchae Rec€ivable

Letter of Confofl from

Commercialtsank of
Ccylon PLC

2? DEBI;N'I'URES

2?.1 Dcbenturc.dtcgory
!ixcd rat. dcbenturcs

20 | | | 601 | 4. | 5%l MLY lA I

20t I t60ll4-15"/dMLv 102

20 | 2 | 3 6 | | 8. 65"/dlQtly I O I

Sanpalh Bank PLc Tem loans and bank overdtall

Sanpath Bank Pl-C lem loans and bank ovordraft

499,996,414

2,16?,800,000

215,000,000

(200,000,000)
215,000,000

Rcdenptions duing the Yed
tsalanG boforc adortized inlerest payablc

Amorti/id inleret payable

(Norc 27.1) 15,000,000

- rs;0o-dJ)00

r0,000.000

5,000.000

--lE0aoJio

215,000,000

2,197,494

217 ,79'l ,494

10,000,000

5,000,000

200,000,000

215,000,000

25-Aug I I

25'Au8-ll
30 Nov-12

25-Aua-16

25 Aug- l6
30-Nov'15

yicld

lli.65%
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I

I

t

t

t

I

I

t

t

t

t

I

I

I

t

28 EMPLOY!]!]BI'NEFI'I'S

28.1 Denhcd contribution plan

limployees' ProvidenL rund
Employe/s contibulion
EmployeeJ contribution

Employees l rust Iund

24.2 Defined benefit plan

Movemetrt in thc prrsent vaheofthc defined behefir obtigations
As al 0l April
Curenl servicc cost

lnteresl cosl
Aciuarial (gaint/losses during the yea.
Payocnls madc during the year

As at 3l March

2E.2.1 Expense rccognized in profit or loss

Curcnt service cosr lor lh€ year

Inte.esl cosl lbr the year

28.2.2 Adu.rial (gaint and losscs recognized .tirectty in OCr

Rccognizcd during thc yeal

2Ii.2.3 Actuarial assumDtions

Discount rale

Sala.y increment ratc

Slalfrurnovcr

2016 2015

{Note 28.2.1)

(Note 28.2.2)

4,2t3,624

2,809,081

1,051.487

t0.50Yo p.a.

19.00%

2015

(Rs)

(2.6rJ2.136)

2.908,695

4,787,870

3,191,91l

1,r96,965

1.726,7 74

67r,310

189,945

196,581

2,7E4,6t0

745,<)25

264,538
(20,109)

(62,500)

3,112,464 2,184,6tX

145,925

2t34.5f1\
1.010.463 861.2ss

(20,109)

67t,310
189,945

196,581

(20,109) 196,s81

Morlalily
Disabiiity

9.50% p-a-

29.40%

(Rs)

2,894.989
(2,667,549)

A r967170 Modatiry Table

llcrircmenl age Normal reliremcnt Age . the cmployees who arc agcd over lhc specitjcd rclircnenl age
halc been assumcd io rclire on rheir respccLive nexr birlhday.

An acluarjal valualiof ol lhc SratuiLy was caried out as at i I March 2016 by Mr. M. rJoopatanalhan, AtA, of Acruariat and
Managcmenl Consullants (Pv0 Lidiled, a firm ofprcfessional actlarics. r'he val!a1bn mcthod used by rhc actuary lo valuc
lhe lrund is the "l,rejecred Unir Crcdi1 Merhod,, rccomncnded by LKAS r9.

2E.2.4 S€nsitivity Analysis

Rcasonably possible ohangcs ar the reporling datc lo one olthe rclcvanr actuarial as!mpLions, holding orhcr assumprions
condanl, would havc aflecrcd rhc defined benefil obligalion by Lhc anbunl, shown bctow.

Discounl rale (l% movcmcnL)

Salary incrcmcnl ratc (l% movcmcnD

2016

(l{s.)

(r,640.107)

l.E0E,7ul

(Rs)

3,187.9t2
(r,6r 8,733)
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29 DET'IRRI'D'IAXLIABTLII'IES

odsinalion/ (reve6at) of rempouty differeoces
- Recogrized in pronr or to$
- Keosnized in orher coh plehensive ir6me 

(Noic 29 1 /

29.1 Defcted lax asseis and tiabitirics arc alribul,Drc ro thc tb owing:

Rccognized in profia orLoss Rccoghizcd in Orhcr
Comprchcnsive Incohc

2Ql6 2015 2016 2015
Rs. Rs, Rs. Rs.

2016 2015

Rs.

2),128,A4J 37,42.1,4t4

1.698,386 (24,335,419)

G.148_445,
--tr 

"on 
Js.d , 

ji;i:i;

Statcmcha of !'inanciat posirioh

2016 2015

::::,.::::llll:ll rr204?rr ,r8n. r0, r.6J (,,.04,/i rreq lorward ta lo.f: ru.,89.4{l) |],.7t,4e8
Cai.ied folward unclaimed
impairment losses (l 1,944,881) (18,166,063) ,
Unrealized loss on AFS (1.561\ t4.7 2o\

Dererred rax ctrccr o, 
.g..!l1l!1|!15l rl al6' 159/64)

profitor lo$.nd oihF cohprehcaivc 1,698,386 (24,33s,419) (3,746,44s) 10,036!0s2

Nct deferred rax ti.bitity as at 31 March

29.2 During lhe ltndciat year 20t tA0l2, rhe defcrcd tax tsbjtny had ben
been corectcd by reveBing rhc defeiied rax tiability ofRs. 3,746,509^
tiquity duringtheyearendcd jt March 20t6.,t.he financiai staremenh
to the overall fi nancial sratemcnts.

22,924,72a (4.7?0.389)

(2,17t,535) 5,613,649

'124,650

59,044,295

4,126

59113.611

Deferred tax liabititics
Accererated dep.eciation for tax

Purposes, r,ede Ass€h

Acceleded deprecialion for rax
purposes OwnAsscts
Reve6alotdeiercd ld on
revaluarion gaiDs (Nole 29.2)
Revaluation surplus on bu jldings

Rs. Rs,

18,924,00t 55,999,2?3

8,t10,01? ll,r9l,3r9

I,039,490
6, t89,45i

70,989,1?8

12,293

78,23A,414

_ 
r1"0??,',SS - r3J2SJJ4?

ievatuatron su$tus rctarjng to bare tand. This ercr hd
land against lhe surptus in thc Slatcmenr ofChanses in
reslated as the ihpacr on this cotrcction is nor m;rhl

30 cURREN',I tAX ASSEI.S/ LIAB|rI- DS

Undq prcvision in lespcct ofprioryea6

Paymenb hade durinS year

O'I'H!]R LTAIIILfIIDS

Dnect deDosits liom c$lome6
Value added rax payabtc

t

I
lt

I

I

t

(54,420.60t) { t2.o|| elsl
(rr,t4Jr8) 

-j44 r rr"6Li

34,410,605

6,919,4t8

1244.346)

6,216,832

26,855

(r82,892)

r34,212

rr9,6r6,693

t7,374,699

1,523.903

6,121,|]4

r08,590,79i

24,0a4,149

5,49r,40i
2.13E,472

r,975,588 2-64t.194
r44,28r,006 t23.2.11.623
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J2 SI'A'I]ED CAPITAL

I.'ully paid ordih,ry sharcs

lssue ol o.dina.y sharcs
As at 3l March

32.1 Shar€holrters xs ai 3t Mar.h

OTHDR RESERVES

Slatubry.eserve fund
Available io. sate asser reserve

2016

(Notc 14.l)

2015

Rs.

64,161,684

2,057,625

( l4l,538)

i
21,600,000 380,000,000
9,t28,252 200.u00_00r

a0.rrsJt 
-s0.000,0di

2016
Holding

100

r00

50,000

- 67,82t,71a
r5,656,516

(31,612)

21,600,000

21,600.000

2016

34.728.252

30.728,252

z0t6

7 t,16t,906
(83,7s7,515)

t4.478

1E0,000,000

J80,000,000

2015

21.600.000
2 t.600.000

2015

ComDerciat Bank ofCeyton pLC

33 RETAINED EARNINGS

Profil/ (Loss) tor thc year
Adurial ga as / rlus.s) u dcfined bc, elrL\ p,an .. dfi.- rar
rrarst.r-u drrg rhrledrt\oLeJ4,t & \oleJ4.2)

l(ela-ed eanrlg\ rp.c..ent( lhc Lndi\.rihuled,.r-inB\ hctd b) rhe ( omtan) ,o b(could be used lo absorb future possibte tosscs or drvr.jcnds payabte.

[-

t

t

34,1 Statutory reserve fund

Transtercd irom retaincd earnings
Asat3l March

t

'Ihe slatubry reserve fund is maintained as per I
No.56 of2000. Accordinsrr, ti" i,"oi, i,,i,,,"i" 'lqurrcnents under the direcrion No 05 of2006 orFinance Leasins Acr
*i-"a"",,m*"",aJ'a'"i;;;;;;;;;,i;;il,:l;l;:iiil',"Jff::Iffi',ffi';;Tli"ftl,1:tffi,,,;;,i";i
the companv\ sratcd capilal and rhereafter a furLher s"' *,u,*,*, . ru".i*"*-r.;;;;';::.*n, ," ,he reserye fundis cqual to srated capitat otthe Company.

rtaLutory rescrvc lund is a capitat rese.ve which c
Bank l'inanciat insliLurions t"-o,, o-u r ,.iil".lns 

p'olits tmnsfcrr€d as tcquircd bv Dcpaftnent ofsupeNision otNon
ot2000. r r.!.ka, undcr lhe direclion No. 05 ot.2006 offjnance Lcasng Acr No. 56

'lhere has nor bccn a llansfer from retained carnings. as Lhe Company madc iosscs drrlng Lhe c!trcnr ycar.

_ 1112!!i2u __zr.,r;1,qoo
used in the Company's operations. I.his

50.000

64,075,269

t5.656,516
( l2,l5 r)

20.097.88t
ror5r4-5X --ffi_ 

-.:]::::

r5,656,516 15,551,635

- :-,::--:-- 102 88|

_ r:!!!q -_E !!!q6
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34 O.].HER RESIRVES (Cont.)
34.2 InvestneDr fuDd rcs.rve

20t6
Rs.

2015

t

Iransfcrcd to rerarncd ca.nh".
As a,, Ma,ch " 

. ,j:ljljjj,
l'r:il'nffiff r;:j:d 

to Finance compan'es as proposcd by 20r r Budser, ,hc compa
,r,ff;;11;,r","ng*r"urarcdfo.hcpaymcn,6,\,a.r.^_-. 

w'upan) ,'an\rc'red ,he rorosins amwurh

I u t.1J4.20 | 3 to J t.12.?Ot 1, 
. --r,..-.a of VA.r. on f indrciat Sch i,r. a\ spccirrd h rh.

{r, )9o ofrhe profir! bcrurc .,\ (dr.r,r,h, 
'" "pru'!ohth' vAr AL'torpa.,ncnrufv.l

Re,cnue Ac' ror rhe se,ras.".;:;;;:11 :?ff^' 
olncomc , a< pu.po.es on darc rpc

Howcve,. rhis ,equi.emen, ceased " " "-::"1 

rpc' iicd 
'n 

\r' rion irr or 
'|hc 

Inrdnd

*"-o',r,r,r,"..,"'","r ffi::illH:::,from r" oc,obc, 20r4 by cB<, p,,,r'-,,..

J4.3 c€n.rar res€rye 
rened ro reraincd earnin$ d"tt,oi*'ir."""" tssueo on 7'" Aucust 2014 and

I
r

t

trJ',fJ',i;'"'ilffi :;:tnfi 
"*fl;.f ;Tll"l::"ffi ;JLj.:i*; ftti:,',: iff :, ; ll;::txiffi "fi:il:

35 FAIR VALUE OF FINANCIAL INSI'RUMENTS

vatDation mod.ts
rhc 

.dererm 
imtion offair vatuc tor financiar l

itkrdrk*' *,T,ffi ,l*iffi ri,;***:{iisrl#ilff rilr
.Vatuation Framework

#:;"13""fi ?'ff#il:ll..,xJ[r:t*rT':':#ffi 
*rt:,;':r;i1$Ti jF,,;":.:ffi :#:#"r,:,:rtI Vfirficarion ofobservabh prjcin,ri

. ^c pcfrormnce ofmodct vajuari:m*

: l;[{1T,',::;r#l;:Tji,,.,;;F;;il:r;ilfi;u*#$;y",#:::"",""," 
hc ft.. va uc .ncasuremcn .r

,YlT"Ti.'J1p;.,,?ffT"#j,tj::H,:Ii""jili"ff,tiilffi,;::,l;:,fi,ffiHf;:iliuilmah.revidcne
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f,5 FAIR VALUE OF I.'lNANclAL INSTRUMENTS (Cont.)

r

t

I

3s.l !'airvahe offinancial insbuhcnts measured at fairvalue and tuir value hierxrrhy

-l-he following lable provides an analysis ol financial insLrumenls mcasured at fair value as al the ltepo ing date, by the
level in thc lair vahe hierarchy inLo which the fai. value measurenent is catcgorized. These amounts were based on the
values rccosnized in lhe Sralemcnt oll'inancial l,ositbn.

As at 3l March 2016

Financial assets measured at lair value
Financial inveslnenls Available-foFsale (*)

r\s at 31 March 2015

F'inancial ass€is nol mc.sured,i frir value
Cash and cash equivalents

Deposils with licensed banks

Sccurilics purchased under resale agrcement

Lcasc rcnlah reccivablc and slock out on hire

!'inancial liabililies not m€asur€d it fair value

t'1,886,559 t7,762,859 t23,100

Rs.

I

t

I

i

t

l''

r
I

I

r
_____lt q!!f!L ___llt!?.q!L _ ,, - ______.t?!.t!L

Carrying

Rs.

\23,740

l.

r

t

t

Financial {ssets mc.surcd at fair value
financialinveshenls Available-folsale(*) 16,833,409 16.709,709

_____.!-q,q!!92_ _____l !!!2i!e _- ______]2!l!L

(*) Value ol unqroted shares las. 123,700 as al end of 3l Maroh 2016 categorizcd under financial inveslnents available for
sales in the stalcment of financial position, whose falr value cannot be reliably measured due to non availabilily of markel
dala, is staled al cost in lhe Statement ol Financial Positjon as pcnnitLed by lhe Sri Lanka Accounling Srandards - LKAS 39

on "l.inancial lnsl.umenls: Recognilion and Mcasuremcnt".

35.2 Fair value offinancial inslrumenrs not mcasured at fair value.

Set out below is rbe compari$n, by ciass. oithe caryins amoufts of litir valucs ofthe company's financial inslrlments rhat
arc no1 oarricd at lair value in lhe financial slalements. l his 1ab!e does not inoludc lhc fair valuc information of financial
asscls and Ilnancial liabiliLjes not neasured at fair value ifthe carying amounl is a rcasonable approrinatio. of fair value.

20t6 2015

Carrying Valu€ Fair Valuc C.rrying V.tue
Rs. Rs. Rs. lls.

I l,4t3,l0l4,563,249

78,680,4i8

4,563,249 1t,411,303
- 4,469,744 4.869,144

78,680,438 |,697,542 t.691,542

2,949,2t2,839 2,046,237,369 t,76t,2t6,094 1,301,609,250

__Eql45!l?6 - !,1?2M!s6 _ 1112J2!,683 __..!!2!i!2:!ie

2,464,655,697 2,464,655,691 1.064,9??,098 1,064,971.498

15,000,000 15,000,000 2t1,791,494 2| 1,191,494

144,28r,006 t44,28t,006 123,277,623 t23.277,623

__2,621!1!to3 __2,64p15!03 __!,196!!??!s _11!!,qg4s

Methodologics and assumplions used to dele.mine lair value ol financial instruments which arc not alrcady rccorded at lair
val!c in the StaLemenl of!inancial Position are as follows.

Fixed laalc Finnncial Instrumenls
lhe lai. valuc offixed raLc financial ascts atrd liabilitics ca(icd aL amorLircd cost (tig. fixed ralc bans ard receivables)arc

Assers lor which !'nir valuc Approximates Carrying Vatu€

l'or financial assels and liabilitics with short tcrm maLuritics or with shoil lem rc pricing inlcrvals, il is assumed lhat Lhc

caryine amounts apprcximaLc lo (hcir lair valuc. lhis assumplion ir !lsi' applicd 1o denand dcposits and savjngs deposils
which do not haveaspecillc mdlurity.
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I
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I

I

t

t

'lhe Company caried ou! transactions in the ordinary cou6e olirs busincss wilh parlies who are defined as rclated pa{ics in
s.i Lanka Accounting Standard ,LKAS 24 - "Relatcd party disclosures ", rhc details otwhich are.cpo ed below.

37,1 Parent and ultimaic controlling pa.ty
On I Seplember 2014, Commcroial Bank ofCeylon l,l-C fully aoquired the Serendib Finance Limit€d (formcfly known as

lndra finance Limiled) and accordingly Lhc owreBhip ofthe Compa.y was lransierrcd ro rhe Comnercial Bank ol Ceyton
PLC. Thcrclbrc in the opinion ofDircclors, Connercial Bank ofCeylon PLC became Lhe parcn! and ullimaLc controlling
pa y ofthe Scrcndib Financc Limiled from I September 2014 lo as ofdalc- (Refer No(e 32.1)

37.2 Transactions with K€y Management Personn.l (KMP)
Key management pcsonnel (KMIr) are those persons having aulhoriry and responsibiliry lor planning, directing and
controlling the activilics direclly or indireclly. Accordinsl', lhe KMP include membe$ ofthe Board ofDirecloB oflhe
company (inciuding Dxeculive and Non - Executive Di.eclors) and selecled kcy cmployccs who meet the crileia for KMP.

As Commcrcial aank of Ceylon PLC is the ultimale parcnt of the Company and Lhe Board of l)irecloF olCommcrcial Bank
ofCeylon PLC has thc authorily and responsibility ofplanning, direclin8 and conaollinS the activities oi the company, rhc
Dteclo$ ofConhercial Dank ofCeylon PLC have al$ been idenlified as KMP ol the company.

Fot th. )'eu ende.t JI Much 2016

37 RELA'I'EDPAR'I'Y'I'RANSACTIONS

3?.2.1 Compe.s,(ion of Key Management P€rsonnel

Shorl tcrn employec benefils
Post employemeil benelils

.r7.2.2 Transicrions with KMP

Inl€rest paid on debenturcs

Divid€nd paid/ recovery

2015

Sevcn months Five months
period cndcd 3l period endcd 3l

Mnrch 2015) August 2014)

Rs. Rs.

3,7?0.000 r0,052,050

Nit Ni1

2015

Seven monlhs Fivc months
p€riod €nded 3l period cnded 3l

Mafch 2015) Aug!st 2014)

17,819.316 t7,580,940
(2,91t.258) (761

2016

20 \6

Rs.

1,070,000

Nil

Rs.

2,r22,s00

Rs.

'Iransactions, Arrangementsand Agrecbcnts lnvolvingClosc l.amily Members (C!'Ms) ofKMP

CFMS ofa KMP are those lamily mcmbers who may bc cxpccled lo influencc. or bc innucnccd by, Lhal KPM in lheir
dealings wiih thc enlity. l-hey may include KMP's domcnic partner and childref, children olthc KMP domcslic parLne. and
dependents otthe KMP o. thc KMP domcslic parh$.

'Ihere werc no tlansacLions wiih the CFMs ofKMP during the year.
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As at 3) Mnrch 2016
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36 RISK MANAGEMANT

INTRODUCTION

Itisk js inhercnl in the (lompany's aclivities bul is hanaged lhrough a p.occss of ongoing idenLiucalion, measuremenr and
moniLoring.'r'his process ofrisk managemenl is critical lo the Company's continuinS profirabitiry and each individuat within
the Company is accountable for the risk cxposures reiating to his or hcr rcsponsibilirics- The company has exposure ro rhc
following risks arising f.om financial inslrumenls.

I CREDI'I RISK
2 LIQUIDITY RISK
3 MARKI]]' RISK
4 OPERAI'IONAL RISK

Risk Managenent Framcwork

lhe Board oi Ditcclon has overall responsibility for lhe establishmeni and ovemighL of the company,s .isk managcmenl
lianework. 'the Roard has delegaled its authorily ro intcgrnred ttisk Managcnrenr Commiltee (IRMC) which is rcsponsible for
develoPing and moniloring company's risk management policies. Thc Conmiflcc is headcd by an non-executivc direcror and
comP.ises excculive and non-execulive directors. MeelinSs oflRMC are held rcgularty, and rhe Board of DircoroB are duty
updared of ils acliviries.

'l_hc Company's risk managemenr poticics are esrablished to identify and anaiyse thc risks faced by rhc Company, ro sei
apProPrialc .isk linils and conlrols. and to monitor adh€rence lo eslablishcd limils. rtisk mana8emenl poticies and systems aro
rcvjewed .cgularly lo reflecl ohanSes in markei conditions, prcducls and serviccs ollcrcd. The Company, Lhrough jls training
and managcmenl sldndards and p.ocedurcs, coniinuously updales and maintains a disciplincd and consLruclivc control
environmenl, in whioh all employees are assigned and made lo understand lheir rcspeorivc roles and .esponsibiliries.

Senior Management involvcment in Risk Managemcnt

I he Business units (i.c. c.edil Deparhenis, collcction & Recovery DcparhenLs, Branches/cenlers and I,inance & tteasury
elc) havc Primary responsibilily for Risk Managenenr. The Senior nanag€mcnr rcam conprkiDg cEo, ceneral Manager.
Depuly General ManaSe. and AssistanL General Mana8er, prcvide an indcpendent ove6jghl funcrion, acls as rhe 2nd tine of

Rjsk Measuremenr & Reporting

'fhc Company's Itisks are measured using appropriate tecbniques based on rhe Lype oi risk, and indusrry bcsr practices. the
company also oatries out procedu.es to idcnlify the eflcct ofexherne evcnrvworst case sccnarios i. mosr ofthc major type of
risks and lhe results are rcpo ed lo lRMc on a periodio basis. MoniLoring and conrrulling risks is prima.ity pcribrmed based
on policics, linits & thrcsholds estabJishcd by lhe Company. These limirs renccr rhe busincss slrarc$/ and markcr environmenl
oflhc company as well as the level ofrisk thai the company is willing to acccpl.'r'he Senior Managemen! (eam mcels every
wcek and dcliberatc on malters ofintcre\l in risk managcment a.ising f.om opcraLions. lhe monrhty.isk managcmcnl meeling
is held to shorLlist marlers to be foMarded to IRMC.

Cr€dit Cohmittee

crcdit Commillcc is chaired by the Managing DirccLor and oompriscs cxeculive dirccton, reprcsenlrrjvcs trom Crcdir
Deparhcnt and lrinanc€ Depa4nent. lhc Comhifee meels regu]arty ro monilor and manage lhc Company's lcnding
Portfolio, assct qralily and recovery aclions- Commiltee aho periodically rcvicws company!s credit poticy and tcnding rales to
diflerenl busincss segmenls, in light ofprevajling markcl condilions and industry dynamics.

t

I

I
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38.1

As at 3l March 2016

RISK MANAGEMEN T (Contd.)

CREDIT RISK

credil risk is the risk of Ilhancial loss to the company il a borower or co!nre.parly ro a unanciat insrrumenr, fails lo mccr
ils conLraclual obligations, and arises pr'ncipally lrom rhc conpany's toans and advanocs to cuslomcrs/othcr compa.ies
and inveslmcnLs in debl securitics.
credit risk constitutes the conrpanyjs largesl risk cxposurc calcsory.l his can be broadty categorized into rwo Lypes; defautt
and conccnlration risk.

Defaull risk as the tisk of the polenljal linancial loss .esulting {ioh the failure otcusLoner or counrerparty lo meet lrs debr
o..ontractual obligatjons and arises prinoipaily iron the oompany's toans and advances Lo custom$s.

cotcentralion dlL is lhc qedil exposure being conocntrated as a .esulr of cxcessive buitd up of exposurc ro a singte
counlcrparty, induslry, producL, geographical locarion or jnsulficicnl diversiiicarion.

38.I.1 CREDII' QUALITY 
']Y 

CLASS OF FINANCIAL ASSE'I'S

t

I

I

I

i

t

i

As at 3l Mnrch 2016 Neithcr p{s( P.st duc lndivjdtratty
duc nor but not impaired

individuallt individuatly
impnircd imp.ire{l

Rs. Rs. Rs,

Cash and.ash equivalents
ljinancial invesLhenls,Availablc fo.sale
Sccurities purchased undcr rcsalc agrccment
Leasc renlals rcceivablc and slock ou! on hire
Total fihrncial assets

As at 3l March 2015

Cash and cash cquivalents
Deposils with licensed banks
f inancial invcshenLs -Available-lbr sal€
Securit;es purchased under rcsalc agrecmenr
Lease.entals receivable and stock oul on hire
Total {inancirl assets

Neither pasl Past due
due nor but nol

individ!ally indiv rally
impaired imDaired

Ias. lls.

.4l l.:103

4,86r,744

l6.li:ri,409
|,691,542

1,059,730.0r6 934,631.146

4.563,249
r?,886,559

78,6130.4t8

2,256,133,391 1,156,633,;41
1,156,633,343

Rs.

4,563.249

17,886,559

7ri,680,438

3,4t2,766.7)4

__ifE!2qf!0

I I,413,103

4,869,744

16,E1i,409

|,697,542

| ,994,361 ,362
2,02r,175,360

u,.157,26t,637

Rs.

I

I r,094,544,014 934,611,346
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3E RISK MANAGEMENT (Contd.)
36.1 CREDIT RISK (Contd.)

38.I.2 ANALYSIS OF RISK CONCEN'1'RA1'ION

38.I.2.1 INDUSTRY ANALYSIS

-the fbllowi.g lable shows lhe risk conoentralion by industry for thc components ol rhe Sraremenr ott,inanciat position

Sector wisc C.sh and ba.k !'inah.irt Lease rentsls
breakdown balanccs investmenrs .€ceivabte and

I

i

t-

t

I
t
I_

I

t
t-

I

t

t

t

t

Tading

'liading

Other

Avaitabte
for sate

Rs. Rs.

4,5$,2;e

Securiti€s I Total linancirt
purchased assets

Rs. Rs.Rs.

176,329,E24

19,242,877

51,418,837

63,79E,451
'122.036,036

89,514,r 8i

2,290,426,526

7S,6S0,43;

1'16,329,424

t9,242,877

5 t,418,83?
6E,361,700

122,036.036

89,5 t4.183

96,566,991

2,290.426.526
------5,sft;8mpdo-4,563,249 r7,E86,559 3,4\2,766,134 7E.660.418

)

t6,253,04;

|,6t7,542

1,697,542

149.117,001

27,62t,809
32,426,312

315,663.566

62,946,510

t,691,542

1,3?3,8?1,913

149,1t7,001

- 27,621,E0.)
- t5,743,265

16,833,409 298,a30,t77
- 62,946,510

- t,373,871,91i

-- 
-a7FiIi7 

- 
rz"Ej530t ---l;E aJjo-ts 1,962,944,(1J

**P.ovincial breakdown for (01) loais and reoeivablc (02) lease renlals lcceivable and slock ou! on hire f.on cusromeB
wilhin Sri Lanka is as follows.

Leasc rctrtrls fcceiv.ble & stock ou1

on hir€
2016

Rs.

t,148,889,958

196,324,586

297 ,043,7 
-52

108,7t2,501

?00,091,054

150. t65,483

911.539,400

2015

Rs.

596,919,138

158,1 17,982

t65,469,4-43

t76,233,631
r57,380,?10

I34,784,322

539,225,950
1,928,r30,6763,4 t2,766,7 34
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l8 RISK MANACT:MDN I (Coniil-)

18.2 r,rQrJrDrfY Rts(

l-iquidny risk releA lo the possibilny ol CompaDy nor having sufficicnr cash ro m.cr lts palnrenr obligaliois. thrs arises prnnarly due lo
nnenatchcs n rhe maluniy profilc ofCo'hpaDy's assek and liabiIlics Adequar. liquidiry s crnioarromcat lhe Conrpany s tinanciatcommtnncit
lrd ro accommodarc additioial hnrirnc nccds ofrhc srcwDg business vonrnres

'lhc Compaiy s Prnrary objccrive ii li;udil] risk n!iascnrent N ro ensurc ade!uarc ftrndtrg tur ils btrenesscs rhroushoul markcr cyctcs,
includ'ns pcriods of 6nancial slrss lo achlcvc rhis objcdivc lh. !sser and liabirity managemctrt coDmitce (Al-CO) analyscs an.t monirors
lrqurdny rsk, 

'nanrlains 
an adcquarc dlarsin ofsalcry 

'n 
tiqtrid asels

fu.rhcrmorc rhc conpany nrainlains rhc surLnory trquid asrcrs ralio ar rh requncd tcvctas a nrcltrod ro nresrc aDd controt daitv tiquidnv risk

38_2.1 ANAI-YSISOrt,tN NCtAl,ASSltlSANDLI RtLTfIUSBVll!Mr\tNtNGCON'IR (i t.llAt, MAI.URn.MS
'I hc table bclowsummarises the matu.ny profil!officundiscoutrred cmh flowsolrhe compaiy\ fiiancialasets and tiabitities

Cdsh and c!sh eqtrrvalenls

Secunlicspurchas€dunder

LLas! rcntals rcccivablc,nd

'lornlllrancisll bilitics

Cash and cash €!trivalctrrs
Dcposir wrllr liccnscd banks

Sectrrilics purchascd trnder

Loase rcnlals rccci!able &

lornl fi nxnci{l liabiliti.s

()n dcnrand l,css l[rn
03 honlhs

Its, lls,

4,56i,249

03 12 Months 0l 05 \,c{rs

lls. Ils.

l?,761.559

?8,680,438

854,145,289 r,67r,885.759

t2:1,000

81,:r97,i04

4,561,249

r7,886.559

78.680,438

2.9119,2t2,819

__-$!!?!L_!l2J!!,1!l ___2!!j!2l!q l,!l.L!q!.It !!i?!,!!4 ut!!!4!,!!a

7.4t4.l]2 548.58n.t2t

(2,8s0,883) {168.80r.642)

On d.Dand l,css lhan
03 months

|t47,968,791 1,162,944,216
15,000,000

40.680,174 l,2il.8ll
-- l!i,q4J!l -,M!Jl!.!lll

2,464,655,691

144,226,838

___:.!2t !!?ilr

I t,4li,30i

r6,831,.109

t,697,542

55,000

'16,940.12i 50?,?0?.650 81,465,304 466,460,550

0J 12 Mooths 0l 05 \'rars Ov$05 'trlrt
yc$s

Rs. lls.

|.411,i03
4,869,744

t21,000

15,2t6.275575)64,269

t6,710.409

|,691.542

137,635,001 rji1.000.546

- !.!!l,t!L - i!!l!!p!L

151,ir2,2i9 90.296,094

t17.634.695

--lil.!!!lt r!rJtr!l!,

(140,0911,9:ls) 372,J03,??4

_ _15!,!!2p!L Eli!!!l!q lilq2]a - rJ2!.!lt!.!2l

220,788,281

202,191,494
60r,i53.124

r5.000.000
1,064,149,7i8

217,791,494
5,642,921 t2i,277,621

- !4]2!l!L 
-il!i!]lL

(?J.r8s,748) 216,147,422

- ____1J$22L$l

15.t39,27s
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RISK MANACEMIiNT (Conld,)

I\4ARKET RISK

Markct risk ret rsto lhe possrbte losscs todr (impany rhal could arisc tron changes in markcr variabl€s like inlercstralcs. and equityprices

Amonsthcnr, inleresl rale lisk |as Dcon identified as lhc nost .rilical risk given Cotupant sbuyness prcnlc

38-3-l INI FlRES'l Rr{IE lrlsK

tnErcsrBte riskis a liey consrnut€ofthemarket risk crposureoflhe compa.y due lo adverse and unanlicipated nolcocnts in ftrture inlcrcsl rale

whrch aliscs from core busin6s acrivitics, grantrngofcredil tacilitics, accept g dcposils and issurng debr Instrtrmcnls

Due lo the natuic ofoperalions olthc co.rpa.y, rhc inpacr ofinrcrcsr rarc risk is mainly on lhc earninBs ollhe conpany ralher lhan lhc markel value

ofporrfolios. Selcral tactors gjvc nsc lo inrcicsl rare rkki anong lhcsc arc lerm structre ris*, which aris€s dtre io lhe nisnalches in thc nraturilies

ofasseh and liabiriticsi basis risk which rs lhe rnroatto incomearises due ro diffcrenccs inlhcbascso( !rterestrales.

r.rrccssive movemenh in marker inleresr ralccould rcsult in severe volalilirylo company snel inrcrcat inconeand net interestnrarsln companv\

exposurelo nftrest rale risk is prjnarilt associaled with facto$ such asi

. Rcprising risk arising from a nxcd rare bonowi.g ponfolio where reprisin!, tcqucncy is differenl lo $ar ofthe lendlng lonfo[o

. Yield ctrrvc risk arhinB fron unanlicipatd shifts olthen.rkety'eldcuNe

38.3-1.1 IN]IIRBSIRATEnISKAXPOSIJI{EONTINANCIALASSCISANDLlABll,lflrls

The tabtc below analyses thc company! nrercsr rate risk exposure on financial asscls and labillies lhe conpanys a$ets and liabilrties arc

ncludcd at carryins anount and cai€Soriad by lhccanierofcontraclual eprisrngor maturly dalcs

Cash and cash equ'valcnrs 4,563.249

available-lor salc

Secuiiti€s purchascd undo

trn to 03-12 Months 0l 03 Ycars

Rs Rs lts

Non intcrcst lotalrs at

bcaring 3 t03/2016
l{s Rs

I

I

1

i

I

I

i

II

I
I
/l

I

I

I

I

I

03-05 Yc!.s Ovcr05
ycars

l?,?63,559

78,680,438

i79,7a4,4a1 854,145,289 l,282,ll9,ll6l 189,?65,8911 81,197.i04

l!ulrl!6 - !!!,i!1?!6 -t?!2,1r:.!!L r!r,?(5.8"8 !rl2Lr!4 - r?r.!!0 -!{:!i!r.q!s

453.742,630 84?,968,?91 527,t49,915 635,194,301 2,464,655,697

r5,000,000 15,000.000

102,25?,630 40,680.i74 1,074,884 158,950 55.000 -- 
-)!1]24338

-,!!!,!!Ql!o ---2!$!2,r0s !?!221,!!l- !l!r!l?!L-- i!,!!L----2,!?!,!!?i!r

(r?1,652,524) 46.940,121 7s3.895,002 (2C6,187,1s3) 83J42,304 123,000 466J60'5s0

t23,000

4,s61.249

t7,886,559

78.680,438

2,989.2 t2.839Lease rcnlals r€ceivable rnd

l olal,ihencial liabilitics

INTERESl'
sENStfrvltY cAP
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18 RISK MANACEMEN-l (Conld,)

18.3 MAllKltI RISK (Cont,)

3ll.3.t.t lNl Et{tisl RAIERISK EXPOSUITU ON

As ot 3l Morch 2015 lltlo
03 months

l{s

Cashandcas[eqtrivalenrs 11,41],101
DcDosits wirh licenicd

I:inancial inv€shrents -

available lbr sale

FINANCI I- ASSrl fS AND l,lABlt,l-l lES (Cont.)

03'12 Monlhs 0l 0J Yd,rs 03 05 Yesrs

lls lts lls

Ovcr05 Non inlcrosl l-olrlrsrl
ycars bcaring il/03/201s
Ils lls Rs

,4lt,t03

ta_811,40,t6,710,409 t21.000

5((urnic, putohascJ unJ{r
| ,ne t ,542 | ,697 ,542

Lesc r;iab receivabt and 575,364,269 l3?.6i5.00i 499,300,i23 jjj,200,213 r5,2r6.276 r,76t.216,094
'l-olal finrnrirl,ssch 591,64?,116 356,042.954 499,800,128 133,200.218 15,216,276 123,000 l,?96.030,092

l olal financirl liabililics

tNl nIlESt'
Sl.iNSlllVllYGAI'

24r,808,1t2 220,788,281
- 242,191494

I17,614,695 5,642,928
359.443,021 129,224,103

12,784,375 
.

t ,0b4,97 1 ,094
- 2t1 ,19J ,494

123,271,62)

5ri9,596,r l0
15,000,000

(04,516,tr0 I2,?84,1?5 1,406,052,215

-232204.ur -,.9)]]5lp\ - 1Mt2!44-i4l]!,!11 !!?1!!lq---l-4,llllq -,lqlllln

18.3.1.2 lNl tttt|ist RAl D |'xposUltFt stNsl vflyANALysts

lIo managcmenl ofnrtcrcst r,tc rlsk agains i'ncrcsr 6lc sap lrnrns rs $rpplenr0nlcd by monrronns rhc scn!rivily ol lhc Companys linarciaj rss.rs
and lian alliabini

Thc {bllowinglabledemonstrareslhesersiliviryof theCompany's
.alcs, wirh all other variablcs hcld conslanl

Inconre SlarcDrenl as at Reponrngdale to a reasonable possiblechanse irr nleresl

18.4

Maxinum lor lnc pcriod

Minimum for lhc pcriod

OPI'RAI'IONAL RISK

Opektional risk is th€ ihk oflo$
risk evenh which include legaland

x0t6
lncrcrsc in D.creasc in

100 bp 100 bD

2.ti6,071 (2.1i6,500)
2,648,380 (2,648,909)

2,696,984 (2,697,524)

1,766,692 11.161,046)

2015

lncrcasc in Dccrcasc in

100 bp 100 bp

Rs. lls.
2,r91,263 (2,191,702)

2,629,191 (2,610,12i)

2,7 n ,079 (.2,177 ,634)
r,rJ04,203 (1,804,564)

rcsulling ftunr inddcqlalc or Jirilcd ntnral procc$cs, pcop[ ,nd sysrcms or arom crtcrnal evctrts Opcrariotrai

regularory iDplicarions could lcad b turaDci,land rcputalion losscs to ihe Conpany

'lhe Opcrational ltisk MdnagenreDt liamcwork of lnc Conpary has bcctr dcn|icd undcr lrc Board approlcd Opcralional Risk Manag€netrl Policy

Oporalional risk is nanaged by cslablishnrg an appropriale i crnal coDtoL syscm thar .equircs a nechanhm lor seercBation oi rclalcd

responsibililres within th€ Conpany. and a dcbrlcd rcsring and vcrincalron ol de Co pany\ ov€ml! opcralional systems, and achieving a irll
hannony belween intenial and cxlcrtral sy(cms and cslablisInre a li,lly nrdcp0trdenl back up facilily for Bustress Conlinuit] Plannrng
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SCRtrNDIB FINANCD LIMITEI)
NOTtrS TO THE FINANCIAL S''I'ATEMENTS

PaBe 5 |

I. Ihere were no commilmenrs and conting€nt liabilitles as al the balance sheel datc, whioh rcquire adjustments tiJ or

I disdqsures in the Financial Sratemenls.

, 42 LITIGATION AND CLAIMS
I

I tr'"r" r,avc been no material e!enLs lrrigdrruns and clarms lhdl rcqurrc adJutlments or disclosures in the fiiancial slalemcnls.

I 43 EvENTs AFTER THE REPORTING pERloD

{ rh." have been no male.ial events oocutring ailer the reponing dale that reqlire adjustments to or disclosure in the

financialslalemenls.

I
| 44 COMPARATIVE INFORMATIoN

Comparalive info.mation has been reclassificd where neccssary lo contorm lo current years prcsenration.

t
I 4s RESPONSIBILITY FOR FINANCIAL STATEMENT

' -fhe 
Board ol Directors is responsible lo. ihe lreparalion and presentation otlhe r'inancial Stalemcnts in accordance wilh Sri

!'ot the lear eade 3l Mar.h 2016

4I COMMITMENTS AND CONTINGIINCIES

L,anka Accounling Standards.

t

I

t

t

{

i

f

i

t

t

i

t

t


