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INDEFENDENT AUDITOR'S REPORT

TO THE SHAREHOLDERS OF ORIENT FINANCE PLC
Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of Orient Finance PLC ("the company"), which comprise the
statement of financial position as at 31® March 2022, and the income statement, statement of other
comprehensive income, statement of changes in equity and statement of cash flows for the year then ended,
and notes to the financial statements, including a summary of significant accounting policies as set out on
pages 06 to &3,

Im our opimion, the accompanying financial statements give a true and fair view of the financial position of
the company as at 31° March 2022, and of Its financial performance and its cash flows for the year then
ended in accordance with Sri Lanka Accounting Standards.

Basis for Opinion

We conducted our audit in accordance with Sri Lanka Auditing Standards (SLAuSs), Our responsibilities under
these standards are further described in the Auditor's Responsibilities for the Audit of the Financial
Statements section of our report. We are independent of the company in accordance with the Code of Ethics
issued by CA 5ri Lanka (Code of Ethics) and we have fulfilled our other ethical responsibilities in accordance
with the Code of Ethics. We believe that the audit evidence we have obtained is sufficient and appropriate
to provide a basis for our opinkon.

Key Audit Matters

tey audit matters are thase matters that, in our professional judgment, were of the most significance in our
audit of the financial statements of the current period. These matters were addressed in the context of our
audit of the financial statements as a whole, and in forming our opinion thereon, and we do not provide &
separake opinion on these matters.

Key audit matter 1: Impairment of loans and receivables
The company"s gross loans and receivables amount to Rs. 15.06 billion as at 31* March 2022 (2021: Rs. 12.49

billion) and impairment allewance for the year amounts to Rs. 936 million at 31 March 2022 (2021: Rs.
1,042 million).

The company measures the impairment of loans and receivables using expected credit loss ("ECL") model
as per SLFRS 9: Financial Instruments ("SLFRS 9"), The application of this standard requires management to
exercise significant judgments in the determination of expected credit losses, including those relating to
loans and receivables. Management applies significant judement in the determination of estimated future
cash flows, probabilities of default and forward-looking economic expectations.

Due to the significance of loans and receivables and the significant estimates and judgment involved, the
impairment of these loans and receivables was considered to be a key audit matter,

The impairment provision is considered separately on an individual and collective impairment basis,
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In calculating the impairment provision on a collective basis, statistical models are used. The following
inputs to these models require significant management judgment:

the probability of default (PD):
- the exposure at default (EAD);
- the loss given default (LGD); and
- the effective interest rates.

In assessing loans and receivables on an individual basis, significant judgments, estimates and assumptions
have been made by management to:

Determine if the loan or advance is credit impaired;
« Evaluate the adequacy and recoverability of collateral;
= Determine the expected cash flows to be collected; and
- Estirmate the timing of the future cash flows.

Key areas of significant judgments, estimates and assumptions used by management related to the impact
of prevailing macroeconomic conditions and COVID-19 in the assessment of the impairment allowance
included the following:

The probable impacts of prevailing macroeconomic conditions and COVID-19 and related industry
responses (e.g. government stimulus packages and debt moratorium relief measures granted by the
company);

the determination on whether or not customer contracts have been substantially modified due to such
COVID-19 related stimulus and relief measures granted and related effects on the amount of interest
income recognised on affected loans and advances;

Forward-looking macroeconomic factors, including developing and incorporating macroeconomic
scenarios, given the wide range of patential economic outcomes and probable impact from prevailing
macroeconomic conditions and COVID-1% that may affect future expected credit losses.

The disclosures associated with impairment of loans and receivables are set out in the financial statements
in the following notes:

» Mote 8 - Impairment charges fior loans and receivables to customers
» Mote18 - Loans and receivables to customers

How our audit addressed the key audit matter
Our procedures included the following:

We obtained an understanding of the management’s process and tested controls over credit origination,
credit monitoring and credit remediation.

- We evaluated the design, implementation and operating effectiveness of controls over estimation of
impairment, which included assessing the level of oversight, review and approval of provision for credit
impairment policies and procedures by the Board and management.
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We assessed the appropriateness of the accounting policies and lean impairment methodologies applied,
by comparing these to the requirements of SLFRS 9: Financial Instruments, particularly in light of the
deteriorating and extremely volatile economic scenarios caused by prevailing macreeconomic conditions,
COVID-19 pandemic and government responses based on the best available information up to the date of
our report.

We test-checked the underlying caloulations and data.

In addition to the above, we performed the following specific procedures:

For loans and receivables collectively assessed for impairment:

We assessed the completeness of the underlying Information in loans and receivables used in the
impairment calculations by agreeing details to the company's source documents and information in IT
systems.

We assessed whether judgments, estimates and assumptions used by the management in the underlying
methodology and the management overlays were reasonable, Our testing included evaluating the
reasonableness of forward-looking information wsed, economic scenarios considered, and probability
weighting assigned to each of thase scenarfos. Further, we assessed the reasonableness of the company's
considerations of the economic uncertainty relating to prevailing macroeconomic conditions and COVID-
19.

For loans and receivables individually assessed for impairment:

We assessed the main criteria used by the management for determining whether an impairment event
had occurred,

Where impairment indicators existed, we assessed the reasonableness of management’s estimated future
recoveries including the expected future cash flows, discount rates and the valuation of collateral held.

Evaluating the reasonableness of the provisions made with particular focus on the prevalling
macroeconomic conditions as well as, on the impact of COVID-19 on elevated risk industries, strategic
responsive actions taken, collateral values, and the value and timing of future cashflows.,

For loans and advances affected by government stimulus and debt moratorium relief measures granted:

Assessing the appropriateness of judgments, reasonableness of calculations and data used to determine
whether customer contracts have been substantlally modified or not and to determine the resulting
accounting implications; and

Evaluating the reasonableness of the interest income recognised on such affected loans and advances.

We also assessed the adequacy of the related financial statement disclosures.

Key audit matter 2: Impairment of Goodwill and Brand Value
The company carries out an impairment review of goodwill and brand value at least annually or whenever
there is an impairment indicator in accordance with Sri Lanka Accounting Standards,
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This was considered a matter of significance to our audit due to the materiality of the carrying value of the
goodwill and brand value balances which amount to Rs. 565 million and Rs 236 million respectively as at
31 March 2022 and because the directors' assessment of impairment involves significant judgment.

Goodwill and brand value were recognized in the financial statements, upon the company (former Bartleet
Finance PLC) acquiring and amalgamating former Orient Finance PLC during the financial year ended
31% March 2016.

As per LKAS 36: Impairment of Assets, the company s required to annually test for impairment of goodwill
and brand. Impairment is assessed by comparing the carrying value of assets against the recoverable amount.
The company determines the recoverable amount of goodwill and brand value based on the value in use
method, by using the discounted cash flow model. In carrying out its assessment, for the purposes of cash
flow forecasts, the company projects future cash flows based on approved budgets. These cash flows are
discounted using applicable discount rates.

Based on the impairment test performed for goodwill and brand value as explained above, the company
concluded that both goodwill and brand value have not been impaired as at 31* March 2021,

The disclosure associated with impairment assessment of goadwill and brand value is set out in note 23 to
the financial statements.

How our audit addressed the key audit matter
We have tested management's assessment of the impairment of goodwill and brand value as at 31™ March
2022,

Our work included the following procedures:

* We evaluated the management’s competence and level of skills required in developing assumptions,
gathering accurate data and performing assessments.

= We assessed the validity of management's use of appropriate methods in assessing the impairment for
goodwill and brand value.

« ‘We challenged the key inputs and assumptions the company has used in assessing the impairment,
considering the prevailing macroeconomic conditions as well as the COVID 19 outbreak and its impact
on macre-economic factors.

* 'We carried out calculations on the impairment assessment to determine the degree by which the key
assumptions would need to change in order to trigger an impairment.

* We tested the appropriateness of the related disclosures provided in the company's financial
statements.

Other information

Management s responsible for the other information. The other information comprises the information
included in the Annual Report, but does not include the financial statements and our auditor's report
thereon,
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Our opinion on the financial statements does not cover the other information and we do not express any
form of assurance conclusion therson.

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

When we read the Annual Report, if we conclude that there is a material misstatement therein, we are
required to communicate the matter to those charged with governance.

Responsibilities of the Management and Those Charged with Governance for the Financial Statements
management is responsible for the preparation of financial statements that give a true and fair view in
accordance with 5ri Lanka Accounting Standards, and for such internal control as management determines,

is necessary to enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error,

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

Those charged with governance are responsible for overseeing the compamny’s financial reporting process.

Auditor's Responsibilities for the Audit of the Financial Statements

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

As part of an audit in accordance with S5LAUSs, we exercise professional judgment and maintain professional
skepticism throughout the audit. We also:

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

= Obtain an understanding of internal control relevant to the audit in order to design audit procedures

that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the company's internal control.

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



IBDO

= Conclude on the appropriateness of management's use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the company's ability to continue as a geing concern. If
we conclude that material uncertainty exists, we are required to draw attention in our auditor's report
to the related disclosures in the financial statements or, if such disclosures, are inadequate, to modify
our opinion. Qur conclusions are based on the awdit evidence obtained up to the date of our auditor's
report. However, future events or cenditions may cause the company to cease to continue as a going
concern.

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

We communicate with Those Charged with Governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal control
that we identify during our audit,

We also provide Those Charged with Gevernance with a statement that we have complied with ethical
requirements in accordance with the Code of Ethics regarding independence, and to communicate with them
all relationships and other matters that may reasonably be thought to bear on our independence, and where
applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those matters that
were of the most significance in the audit of the financial statements of the current period and are therefore
the key audit matters. We describe these matters in our auditor’s report unless law or regulation precludes
public disclosure about the matter or when, in extremely rare circumstances, we determine that a matter
should not be communicated in our report because the adverse consequences of doing so would reasonably
be expected to outweigh the public interest benefits of such communication.

Report on Other Legal and Regulatory Requirements

As required by section 163 (2) of the Companies Act No. 07 of 2007, we have obtained all the information
and explanations that were reguired for the audit and, as far as appears from our examination, proper
accounting records have been kept by the company.

CA 5ri Lanka membership number of the engagement partner responsible for signing this independent
auditor's report is 4291.

RO Prinan

CHARTERED ACCOUNTANTS
Colombo

24™ June 2022

JOdm



ORIENT FINARCE PLC
IHCOME STATEMENT

Faor the year ended 313t March

Incame

Intarest income

Interest expenses
Het interest incomes

Fae and commizian incame
Other eperating incoma
Taotal cparating Income

Impairment charges for loans and recelvables te customers
Het operating income

Operating expanses

Personnel expenses

Depreciation and amortization

Other operating expenses

Dparating profit before Value Added Tax and NET

Value Added Tax and MBT on financial sereices
Profit before income tacx

Incoms tax expense
Profit for the year
Basic earnings per share (Rs.)

Dividend per share (Rs.)

Figures in brackets indicate deductions,

10

iz

131

14

Page 1

2022 2021
([ Rs.
2,972,208 857 2,475,721,881
2,709,169, 183 2,441,043,999
{1,159, 466,921)  (1,333,791,609)
1,54%, 702, 2632 1,107,252,190
102, 104,674 122,533,493
160,935,000 112,144,389
1,812,741,936 1,341,930,272
(124,535,825) {110,464,561)
1,688,202, 111 1,231,485, 711
[605,009,412) (504,297,756}
(81,232, 809) (6%,077 693
{399,197,520) (398,236,240)
&02,761,770 159,854,020
{149, 764, 604) (&6,291,132)
452,997,166 193,562,888
452,997,166 193, 562,568
2.15 0.92

The accounting policies and notes on pages 06 to 63 form an integral part of these financial statements.

Calombo
24th June 2022




ORIEMT FIHAMCE PLC
STATEMEMT OF OTHER COMPREHEMSIVE INCOME

For the year ended 315t March
Hote

Profit for the year

Other comprehensive income

Other comprehensive income to be re-classified to profit or loss in subsequent
periods
Fakr valug |oss an invesment in guoted shares

Other comprefendive income not to be re-classified to profit or loss In subsequent
periods

Actuarial Gain/(koss) on retirement benafit plan i 0 |
Deflarred tax affect on above i3
Osher comprehensive income for the year net of tax

Tetal comprehensive income for the year net of tax

Figunas in brackets indicate deductions,

The accounting policies and notes on pages 06 to 63 form an integral part of these financlal statements.

Colombio
L4th June 1022

Page 2
2022 2021
Rs, Rs.
452,997,166 193,562,888
{12,019,740) (16,556,775
{12,019, 740} (16,55, 775)
3,203,144 (230,413)
768,755 {55,299
3,571,699 [285,712)
"~ (B,047,841) (16,842, 487)
444 949 325 176, T20, 401




OREENT FIRAKIE PLE

STATEMENT OF FIRANCIAL POSTION

A3 A% Mist March

ASSETS

Cash and cash equivalenls

Financial asweds - fair valoe through okher comprehens e ncome

Loams and recelvabies o CUSEOMEs

Irveiments with banks and otfer financial instiutions

Other aasets

Rl aitnle stock
Deferred tax asset

Giondwill

Brand value

Ciher Intanglble smets
Property, plant and equipmess
Righ&-of-use of assefs

IFrwai N progrlion

Tobal assets

LIASSLITIES

Due ko banks - bask overdrafts
Deposits from cusbomer s

Intesrest bearing borrowings

Lease linhility - Right-of-use aswets
Dtter Labilities

Ratirgment benolit obligathens
Tatal lasilities

EQUITY

Staked capitsl

Stakubary reserve fund
Revalsation reserse
Rataingd darnings

Total equity

Total equity and Babiitees

Wt asseds per shang

Frgures in Brackely indicabe deductions.
The acrounting palicies sd rofes on pages 86 to 83 farm: an Inbegral part of Ehese financial statemanby
The rancal statemants ane o complissce sith the eguirements of the Compansss Act

- ELLEIIaTY

Head of Fisance

The Board of Direttors is repensible for the preparation and pressntabon of thess financial statements.
dpproved and signed for and on behald of the Board.

)

il e
Rajendra Thesgarajaki
Chairmas

Colombo
Tath June 1022
Joidm
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Page 3
01 2021
Rs. Rs.
36,419,728 225,161,505
715,704,749 849, 631, 814
14,125,811,900 10,447,050, 340
141,860, 718 11,684,600
154,411,943 269,749,727
%.118,003 24,784,518
371, 400,809 Y70, 432, 054
564,545, T4h 554,545, 746
235, BED,000 115,380,000
37,893,915 30,484,120
B4,505, 805 &1,408, 370
115,496,075 129,167,820
#51,150,000 §28, 000,002
17, T27 245 819 14 B84 318,520
£30,571 841 ™, 180, 454
9,204,263,013 B, 60,5, 91
1,674,359, 251 1,650, 600, 314
Th 860,167 104,375, 186
514,908,252 434,888,857
44,103,580 39,804,718
14, %59 184 04 11,001,588 810
1,431 E79, 049 2,431,879 055
75,736,747 130,437,030
141,120,773 141, 120, 773
3B1 1R TTe (16,506,812}
1,391,579,138 2,846,530,010
17,727, 245,609 14,848, 918,620
15,78 1148



DREENT FINANCE PLC
STATEMENT OF CHANGES I EQUITY

Far the year ended 313t March 2022

Balance a5 at 315t March 2020

Profit Tor the year

Transfer to statutory reserve (Mote 34)
Cther comprebensive income net of taxes
Balance as at 31st March 2021

Profit fer the year
Transfer to statutary reserve (Hote 34)
Other comprehersive income net of baxes

Balance x5 at 3150 March 2022

Figures in bratets indicate deductions.,

Page 4
Retained
earnings/
Statutery Revaluation {accumulated
Stated capital reserva fund resarve loszes) Totad
Rs. Rz. RE, Bs. Rs.
141,679,009 311,080,742 141,120,771 (173,670,945)  2,710,209,609
; 1%3,561, B8R 193,562,088
- 19,356,788 - (19,354, T8H)
- 4 - (16, B42 487} (18,842,487
1.431,579,009 130,437,030 141,120,773 (16,506,832)  2.B86,530,010
; § . 452,997,166 452,967,166
. 45 299,717 (45,298,717}
* [,047 841} {8,047 B41
1,44,879,059 175,736,747 141,120,773 I N4L,7T6 3,301 079,008

Trw acoounting policies and notes an pages 06 to 63 form an integral part of these financial statements,

24th Jumse 2022




ORIENT FIMANCE PLC
STATEMEMT OF CASH FLOWS

Far the year ended 315t March

Cash flows from cperating acthties

Profit before fncome Lax

Adjustment for;

Depreciation and amertization

Profit on disposal of property, plant and equipment
Property, plant and equipment writte off

Gold loand writken off - Gampaha robbery
Impabrment charges for loans and receivables to customers
Impakrment provision on real estate receivable
Finance sxpenses

Faér value gain on nvestment properties
Invesiment income

Provisien for gratuity

Operating prafit before working capital changes

Change in loans and receivables to customers
Change in other assets

Change In depasits from customers
Change in sther [Labilities

Rent Paid

Interest paid

Gratuity pald

Met cash fromy(used in) cperating activities

Casgh flows from investing activities

Acquisition of property, plant and equipment and intangible assets
Proceeds from sale of property, plant and equipment

Expenses incurred for real estate stock

Het change in fimancial assets-FYTOCI

Het change in investmaents with bank and other financial institultions
Investment income recefved

Het cash generated fromd{used in) investing activities

Cash (lows from financing activities
Interest bearing borrowings obtained

Repayment af fnterest bearing borrowings
Inkerest paid on borrowings
Het cash from (used in) financing activities

Het change In cash and cash equivalents
Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end of the year (Hote A)

Analysis of cash and cash equivalents at the end of the year

Cash in hand
Cash at bank
Bank averdrafs - secured

The accounting palicies and notes on pages 06 to 63 form an integral part of these financial statements.

Figures in brackets indicate deductions.

Caolomba
2dth June 2033

Page 5
022 2021
Rs. R,
452,997,166 193,562 BRE
81,232,809 9,077,693
[483,465) (433,641
3,197,024 11,886,545
. 58,136,518
124,539,825 110,464,561
16,277,733 <
1,159, 466,921 1,333,791,609
(¥0,650,000) -
{69,008, 866) {47,241,809)
9,182,059 6,804,587
1,766,753, 206 1,756,239, 751
(2,803, 321, 484) £43,179,156
14,337,774 9,682,431
534,578,008 (300, 066,595)
80,021,285 (7, 725,502)
(407,331,211} 2,101,308,873
(73,674,607} (67,336, 244)
(B26, 252,882 ) (979,477,352}
(1,679,673) (9,907, 520)
(1,308,538, 433} 1,044,587,717
(58,431,203} {1105,274,587)
525,649 467 452
{851,308} {7,991,80%)
111,908,325 &8,288,497
(203,654, 740 47,274,816
40, 559, 824 41,411,853
[111,923,553] 7627
6,966,523,171 3,018,000,000
[, 657 452, 046) (3,417 212,273}
T8 114 (348 674,729}
B0, 749,009 (747,887 002}
(530,112,957) 340,876,537
145,981,051 (194,595, B86)
(384, 131,908) 145,581,051
230,339,894 138,317,736
66,099,841 86,843,773
[6A0,501,641) (79,180, 458)
(384,131,506} 145,981,051




ORIENT FINAKRCE PLC

SIGHIFICANT ACCOUNTING POLICIES TO THE FINANCIAL STATEMENTS

p

1.1

1.2

1.3

1.4

2.1

2.2

REPORTING ENTITY

Corporate information

Orient Finance PLC (“the company™) is a Public Limited Company incorporated and domiciled in Sri
Lanka under the Companies Act Mo. 07 of 2007. The company 15 approved under the Finance Lease
Act, No. 36 of 2000 and Finance Business Act No. 42 of 2011 and listed in the Colombo Stock
Exchange.

The registered office of the company is located at Mo, 02, Deal Place, Colombo 03 and the business is
carried out at 61, Dharmapala Mawatha, Colomba 07,

Principal activities and nature of operations
The principal activities of the company comprise finance leasing, hire purchasing, debt factoring,
mabilization of deposits and pawning (gold loans) advances.

Parent entity and ultimate parent entity
In the opinion of the directors, the company's parent undertaking is Janashakthi Limited.

Directors' responsibility statement

The Board of Directors takes responsibility for the preparation and presentation of the financial
statements of the company as per the provisions of the Companies Act Mo.07 of 2007 and the
requirements of the Sri Lanka Accounting Standards comprising LKASs and SLFRSs,

Date of authorization

The financial statements of the company for the year ended 31% March 2022 were autharized for issue
by the Board of Directors on 24% June 20232,

BASIS OF PREPARATION

-Statement of compliance

The statement of financial position as at 31% March 2022 the fncome statement, statement of other
comprehensive income, statement of changes in equity and statement of cash flows, and the summary
of significant accounting policles and other explanatory information to the financial statements
(“financial statements") of the company for the year then ended, comply with the 5ri Lanka
Accounting Standards (SLFRSs/LKASs) as laid down by the Institute of Chartered Accountants of Sri
Lanka (“CA 5ri Lanka™) and the requirements of the Companies Act Mo, 07 of 2007 and the Finance
Business Act No. 42 of 2011 and amendments thereto, and provide appropriate disclosures as required
by the Listing Rules of the Colombo Stock Exchange,

Basis of measurement

The financial statements have been prepared on a historical cost basis except for the following
material items in the statement of financlal position:

item Basis of measurement
Financial assets measured at fair value
through other comprehensive income

Fair value




ORIENT FINANCE PLC Page 7
SIGHIFICANT ACCOUNTING POLICIES TO THE FINANCIAL STATEMENTS

2.3

2.4

2.5

1.6

2.7

Hem Basis of measurement
Liability is recognized as the present value of the

Retirement benefit obligations retirement benefit obligations plus unrecognized actuarial
gains less unrecognized past service cost and unrecognized
actuarial losses.

Imvestment property: Land and Buildings | Fair value

Functional and presentation currency

The financial statements are presented in 5ri Lankan Rupees, which is the company's functional
currency. All financial information presented in Sri Lankan Rupees has been rounded to the nearest
rupee unless stated otherwise,

Presentation of financial statements

The assets and liabilities of the company presented in its statement of financlal position are grouped
by nature and listed in an order that reflects their relative liguidity and maturity pattern. Mo
adjustments have been made for inflationary factors affecting the financial statements, Maturity
analysis is presented in Mote 37 to the financial statements.

Materiality and aggregation

In compliance with LKAS 01 on “Presentation of Financial statements”, each material class of similar
items is presented separately in the financial statements. Items of a dissimilar nature or functions are
presented separately, unless they are immaterial.

Financial assets and financial liabilities are offset and the net amount reported in the statement of
financial position only when there is a legally enforceable right to offset the recognized amounts and
there is an intention to settle on a net basis, or to realize the assets and settle the liability
simultanecusly. Income and expenses are not offset In the income statement unless required or
permitted by any accounting standard or interpretation, and as specifically disclosed in the notes to
the financial statements.

Comparative information

Comparative information including quantitative, narrative and descriptive information is disclosed in
respect of the previous period in the financial statements in order to enhance the understanding of
the current period's financial statements and to enhance the inter-period comparability.
The presentation and classification of the financial statements of the previous year are amended,
where relevant for better presentation and to be comparable with those of the current year,

Going concern
The directors have made an assessment of the company's ability to continue as a going concemn and
are satisfied that it has the resources to continue in business for the foreseeable future. The
assessment took into consideration the existing and potential implications economic crises on the
business operations and performance of the company and the measures adopted by the government to
mitigate the economic crises and support recovery of the economy. The Board is not aware of any
material uncertainties that may cast significant doubt upcn the company's ability to continue as a
going concern. Therefore, the financial statements continue to be prepared on the going concern
basis.
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2.8

1.8.1

2.8.2

1.8.3

2.8.4

Significant accounting judgments, estimates and assumptions

The preparation of financial statements in conformity with Sri Lanka Accounting Standards (LKAS and
SLFRS) requires management to make judgments, estimates and assumptions that affect the
application of accounting policies and the reported amounts of assets, liabilities, income and
expenses. Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognized in the period in which the estimate is revised and in amny future periods
affected.

The most significant areas of estimation, uncertainty and critical judgments in applying accounting
policies that have the most significant effect on the amounts recognised in the financial statements of
the company are as follows:

Fair value of financial instruments

Where the fair values of financial assets and financial liabilities recorded in the statement of financial
position cannot be derived from active markets, they are determined using a variety of valuation
techniques that include the use of mathematical models. The inputs to these madels are derived from

observable market data where possible, but if this is not available, judgment is required to establish
fair values,

Classification of financial assets and liabilities
As per SLFRS 9, the significant accounting policies of the company provide scope for financial assets
to be classified and subsequently measured into different categories, namely, at Amortised Cost, Fair

Value through Other Comprehensive Income (FYOCI) and Fair Value Through Profit or Loss (FYTPL)
based on the following criteria:

= The entity’s business model for managing the financial assets as set out in Note 3.1.3.1.
= The contractual cash flow characteristics of the financial assets as set out in Note 3.1.3.2.

Impairment losses on financial assets

The measurement of impairment losses under SLFRS 9 across all categories of financial assets requires
judgment, in particular, the estimation of the amount and timing of future cash flows and collateral
values when determining impairment losses. These estimates are based on the assumptions about a
number of factors and the actual results may differ, resulting in future changes to the allowance.

Refer Notes 9 and 18 for more detalls relating to impairment loss assessment on financial assets.

Impairment of goodwill and brand
Impairment exists when the carrying value of goodwill and brand exceeds its recoverable amount,
which is the higher of its fair value less costs of disposal and its value in use. The company has
adopted value in use (VIU) method for impairment assessment and VIU calculation s based on a
discounted cash flow (DCF) model. The cash flows are derfved from the budget for the next five vears
and do not include restructuring activities that the company is not yet committed to or significant
future investments that will enhance the performance of the company. The recoverable amount is
sensitive to the discount rate used for the DCF model as well as the expected future cash-inflows and
the growth rate used for extrapolation purposes. The key assumptions used to determine the
recoverable amount of goodwill and brand are disclosed and further explained in Mote 23 to the
financial statements.
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2.8.5

1.8.6

1.8.7

2.8.7.1

2.8.7.2

Defined benefit oblizgations

The cost of the defined benefit pension plan is determined using an actuarial valuation. The actuarial
valuation involves making various assumptions determining the discount rates, future salary increases,
mortality rates etc. Due to the long term nature of these plans, such estimates are subject to
significant uncertainty. All assumptions are reviewed at each reporting date.

In determining the appropriate discount rate, management considers the interest rates of Sri Lanka
government bonds with extrapolated maturities corresponding to the expected duration of the
defined benefit obligation.

The mortality rate is based on publicly available mortality tables. Future salary increases are based on
expected future inflation rates and expected future salary increase rate of the COMmpany.

Useful economic lives of property, plant and equipment

Useful economic lives of property, plant and equipment are estimated as disclosed in the Note 3.4.4
to the financial statements.

SLFRS 16 - Leases

Determination of the lease term for lease contracts with renewal and termination options
{company as a lessee)

The Company determines the lease term as the non-cancellable term of the lease, together with any
periods covered by an option to extend the lease if it is reasonably certain to be exercised, or any
periods covered by an option to terminate the lease, if it s reasonably certain not to be exercised,
The company has several lease contracts that Include extension and termination options, The
company applies judgment in evaluating whether it is reasonably certain whether or not to exercise
the option to renew or terminate the lease. That is, it considers all relevant factors that create an
economic incentive for it to exercise either the renewal or termination option. After the
commencement date, the company reassesses the lease term if there is a significant event or change
in circumstances that is within its control that affects fts ability to exercise or not to exercise the
option to renew or to terminate (e.g., construction of significant leasehold improvements or
significant customisation of the leased asset).

Estimating the incremental borrowing rate

As the company cannot readily determine the interest rate implicit in the lease, it uses its
incremental borrowing rate (“IBR") to measure the lease liabilities. The IBR is the rate of interest
that the company would have to pay to borrow over a similar term, and with a similar security, the
funds necessary to obtain an asset of a similar value to the right-of-use asset in a similar economic
enviranment. The IBR therefore reflects what the company "would have to pay", which requires
estimation when no observable rates are available {or when they need to be adjusted to reflect the
terms and conditions of the lease). The company estimates the IBR using observable input when
available and is required to make certain entity-specific adjustments.
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i1.6.8

2.9

.10

2.10.1

Impact of prevailing macroeconomic conditions and COVID-19

The prevailing macroeconomic conditions and COVID-19 and their related implications have increased
the uncertainty of estimates made in the preparation of the Financial Statements. The estimation
uncertainty is associated with:

the extent and duration of the disruption to businesses arising from the prevailing macroeconomic
conditions and COVID-19 and the related actions of stakeholders such as government, businesses
and customers

= the extent and duration of the prevailing macroeconomic canditions due to the impact on GDP,

capital markets, credit risk of customers, impact of unemployment and possible decline in
consumer discretionary spending

the effectiveness of Government and Central Bank measures that have been put in place in
response to the prevailing circumstances

The significant accounting estimates impacted by these forecasts and associated uncertainties are
related to impairment of financial assets and recoverable amount assessments of non-financlal
assets, recoverable value of property, plant and equipment and investment properties.

The impact of prevailing macroeconomic conditions and COVID-19 on accounting estimates is
discussed under the relevant notes to these financial statements.

Changes in Accounting Paolicies

The company has consistently applied the accounting policies to all periods presented in these

financial statements, except for the changes arising out of amendments to Accounting Standards as
set out below:

Changes to already existing accounting standards
The company applied certain standards and amendments for the first time, which are effective for
annual periods beginning on or after 1 January 2021.

Amendments to SLFRS 16 Covid-19 Related Rent Concessions beyond 30 June 2021
The amendments provide relief to lessees from applying SLFRS 16 guidance on lease modification
accounting for rent concessions arlising as a direct consequence of the Covid-19 pandemic. As a

practical expedient, a lessee may elect not to assess whether a Covid-19 related rent concession
from a lessor is a lease modification.

A lessee that makes this election accounts for any change in lease payments resulting from the
Covid-19 related rent concession the same way it would aceount for the change under SLFRS 16, if
the change were not a lease modification. The company has applied practical expedients for Covid-
19 related rent concesslons which have been extended up to June 2022,
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1.10.2 New accounting standards, amendments and interpretations issued but not yet effective
The new and amended standards and interpretations that are issued, but are not yet effective, up to
the date of issuance of the company’s financial statements are disclosed below.

The company intends to adopt these amended standards and interpretations, if applicable, when they

become effective.

Accounting Standard Description Effective
Date

LKAS 37 - Provisions, Amendment specifies the costs that an entity needs to | 1st January
Contingent Liabilities and | include when assessing whether a contract s onerous 2022
Contingent Assets or loss-making.
LKAS 16 - Property, Plant | Amendment prohibits entities from deducting any | 1st January
and Equipment proceeds from selling items produced, while bringing 2022

that asset to the location and condition necessary for

it to be capable of operating in the manner intended

by management, from the cost of an item of property,

plant and equipment.

Deferred Tax related ta | The amendments narrow the scope of the intal| 3 January
Assets and Liabilities recognition exemption to exclude transactions that 2023
arising from a Single give rise to equal and offsetting termporary differences
Transaction (Amendments | - e.g. leases.
to LKAS 12)

Annual improvements to | Annual improvements to SLFRS Standards 1 January

SLFRS Standards 2018 - 2022

2020

Amendments to LKAS 1 Classification of liabilities as current or non-current 1 January
2023

Amendments to LEAS 1 Disclosure of accounting policies 1 January

and SLFRS Practice ) 2023

Statement 2

Amendments to LKAS 8 Definition of accounting estimates 1 January
2023

The assessment of the impact on the company does not have any material impact on the financial
statements of the company.
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3.

3.1

314

3.1.2

SUMMARY OF SIGHIFICANT ACCOUNTING POLICIES

The accounting policies set out below have been applied consistently to all periods presented in
these financial statements of the company unless otherwise indicated,

Financial instruments - Initial recognition, classification and subsequent measurement

Date of recognition

The company initially recognises loans and advances, deposits and subordinated liabilities, etc., on
the date en which they are originated. All other financial instruments (including regular-way
purchases and sales of financial assets) are recognised on the trade date, which is the date on
which the company becomes a party to the contractual provisions of the instrument.

Initial measurement of financial instruments

The classification of financial instruments at initial recognition depends on their cash flow
characteristics and the business model for managing the instruments. Refer Mote 3.1.3 and 3.1.4 for
further details on classification of financial instruments.

A financial asset or financial liability is measured initially at fair value plus or minus transaction
costs that are directly attributable to its acquisition or fssue, except in the case of financial assets
and financial liabilities at fair value threugh profit or loss as per SLFRS 9 and trade recefvables that
do net have a significant financing component as defined by SLFRS 15.

Transaction costs in relation to financial assets and financial labilities at fair value through profit or
loss are dealt with through the income statement.

Trade receivables that do not have a significant financing component are measured at their
transaction price at initial recognition as defined in SLFRS 15,

When the fair value of financial instruments (except trade receivables that do not have a significant
financing component) at initial recognition differs from the transaction price, the COMpany accounts
for the Day 1 profit or loss, as described below:

3.1.2.1 “Day 1" profit or loss

3.1.3

When the transaction price of the instrument differs from the fair value at origination and fair value
is based on a valuation technique using only inputs observable In market transactions, the company
recognises the difference between the transaction price and fair value in net gains/(losses) from
trading. In those cases, where the fair value is based on models for which some inputs are not
abservable, the difference between the transaction price and the fair value is deferred and is only

recognised in profit or loss when the inputs become observable, or when the instrument is de-
recognised.

Classification and subsequent measurement of financial assets
As per S5LFRS 9, the company classifies all of its financlal assets based on the business model for
managing the assets and the assets® contractual terms measured at one of the following:
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3.1.3.1

1.1.3.2

= Amortised cost
= Fair value through other comprehensive income (FYTOCI)
» Fair value through profit or loss (FVTPL)

The subsequent measurement of financial assets depends on their classification.

Business model assessment

The company makes an assessment of the objective of a business model in which an asset is held at
a portfolio level and not assessed on instrument-by-instrument basis because this best reflects the
way the business is managed and information is provided to management.

The information considered includes:

* the stated policies and objectives for the portfolic and the operation of those policies in
practice. In particular, whether management's strategy focuses on earning contractual interest
revenue, maintaining a particular interest rate profile, matching the duration of the financial
assets to the duration of the liabilities that are funding those assets or realising cash flows
through the sale of the assets;

= how the performance of the portfolio is evaluated and reported to the company's management;

* how managers of the business are compensated - e.g. whether compensation 1s based on the fair
value of the assets managed or the contractual cash flows collected; and

* The frequency, volume and timing of sales in prior periods and the reasons for such sales and fts
expectations about future sales activity. However, information about sales actlvity is not
considered in isolation, but as part of an overall assessment of how the company's stated
abjective for managing the financial assets is achieved and how cash flows are realised.

The business model assessment i5 based on reasunabl::r expected scenarios without taking ‘worst
case' or 'stress case’ scenarios into account. If cash flows after initial recognition are realised in a
way that is different from the company’s original expectations, the company does not change the
classification of the remaining financial assets held in that business model, but incorporates such
information when assessing newly originated or newly purchased financial assets going forward,

Assessment of whether contractual eash flows are solely the payments of principal and interest
(SPP1 test)

As a second step of its classification process the company assesses the contractual terms of financial
assets to identify whether they meet the SPPI test,

For the purposes of this assessment, “principal” is defined as the fair value of the financial asset on
initial recognition and may change over the life of the financial asset (for example, if there are
repayments of principal or amortisation of the premium/ discount ).
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3.1.3.3

3.1.3.31

“Interest” is defined as consideration for the time value of money and for the credit risk
associated with the principal amount outstanding during a particular period of time and for other
basic lending risks and costs, as well as profit margin.

In contrast, contractual terms that introduce a more than deminimising exposure to risks or
volatility in the contractual cash flows that are unrelated to a basic lending arrangement do not
glve rise to contractual cash flows that are solely the payments of principal and interest on the
principal amount outstanding. In such cases, the financial asset is required to be measured at
FVTFL,

In assessing whether the contractual cash flows are solely the payments of principal and interest
on principal ameunt outstanding, the company considers the contractual terms of the instrument,
This includes assessing whether the financial asset contains such a contractual term that could
change the timing or amount of contractual cash flows that it would not mest this condition. In
raking the assessment, the company considers:

= contingent events that would change the amount and timing of cash flows;

» leverage features;

» prepayment and extension terms;

* terms that limit the company's claim to cash flows from specified assets; and
« features that modify consideration of the time value of money.

Refer Motes 3.1.3.3 and 3.1.3.4 below for details on different types of financial assets recognised
in the Statement of Financial Position (SOFP).

Financial assets measured at amortised cost

A financial asset is measured at amortised cost if it meets both of the following conditions and is
not designated as at FYTPL:

» The asset is held within a business model whose objective is to hold asse-:rz to collect
contractual cash flows: and

= The contractual terms of the financial asset give rise on specified dates to cash flows that are
solely the payments of principal and interest on the principal amount outstanding.

Financial assets measured at amortised cost are given in Motes 3.1.3.3.1 to 3.1.3.3.4 belaw.
Loans and advances to customers

Loans and advances to customers include loans and advances, and lease and hire purchase
receivables of the company,

Details of “Loans and advances to customers” are given in Note 18.
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3.1.3.3.2

3.1.3.5.2

3.1.3.3.4

3.1.3.4

3.1.3.4.1

3.1.3.4.2

Investment in reverse repurchase agreement against the treasury bills and bonds

When the company purchases a financial asset and simultanecusly enters into an agreement to
resell the asset (or a similar asset) at a fixed price on a future date (reverse repo), the agreement
is accounted for as a financial asset in the SOFP reflecting the transaction's economic substance
&5 a loan granted by the company. Subsequent to initial recognition, these securities issued are
measured at amortised cost using the EIR with the corresponding interest income/receivable
being recognized as interest income in profit or loss.

Details of “Investrment in reverse repurchase agreement against the treasury bills and bond™ are
given in Note 17.

Cash and cash equivalents

Cash and cash equivalents include cash in hand, placements with banks and loans at call and at
short notice that are subject to an insignificant risk of changes in thelr fair value, and are used by
the company in the management of its short-term commitments, They are brought to the
financial statements at their face values or the gross values, where appropriate. Cash and cash
equivalents are carried at amortized cost in the statement of financial pesition.

Details of “Cash and cash equivalents” are given in Note 16.

Investments with banks and other financial institutions
Details of “Investments with banks and other financial institutions™ are given in Hote 19,

Financial assets measured at FYTOCI
Financial assets at FVOCI include debt and equity instruments measured at fair valus through
other comprehensive income.

Debt instruments measured at FYTOCI
Debt instruments are measured at FVTOCI if they are held within a business model whose
objective is to hold for collection of contractual cash flows and for selling financial assets, where

the asset's cash flows represent p'a:.rrFlenu that are solely the payments of principal and interest
on principal outstanding.

FVTOCI debt instruments are subsequently measured at fair value with gains and losses arising due
to changes in fair value recognised in OCL. Interest income and forelgn exchange gains and losses
and ECL and reversals are recognised in profit or loss. On derecognition, cumulative galns or
losses previously recognised in OCI are reclassified from OCI to profit or loss.

These instruments comprise Government Securities that had previously been classified as
available for sale.

Details of “Debt instruments at FYTOCI™ are given in Note 17.

Equity instruments designated at FVTOCI
Upan initial recognition, the company elects to classify irrevocably some of its equity investments
held for strategic and statutory purposes as equity instruments at FVTOCI.

Details of "Equity instruments at FYTOCI" are given in Hote 17,
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3.1.4

31441

3.1.4.2

1.1.3

Classification and subsequent measurement of financial labilities
As per 5LFRS 9, the company classifies financial liabilities, other than financial guarantees and
loan commitments into one of the following categories:

» Financial liabilities at fair value through profit or loss, and within this category as -
- Held-for-trading; or
Designated at fair value through profit or loss;

* Financial liabilities measured at amortised cost.
The subsequent measurement of financial liabilities depends on their classification.

Financial liabilities at fair value through profit or loss

Financial liabilitles at fair value through profit or loss include financial liabilities held for trading
and financial liabilities designated upon initial recognition as at fair value through profit or loss.
The company does net have any financial liabilities at fair value through profit or loss,

Financial liabilities at amortised cost

Financial liabilities issued by the company that are not designated at FVTPL are classified as
financial liabilities at amortised cost under "Deposits from customers”, “Due to banks” or “Other
borrowings" as appropriate, where the substance of the contractual arrangement results in the
company having an obligation either to deliver cash or another financial asset to the holder, or to
satisfy the obligation other than by the exchange of a fixed armount of cash or another financial
asset for a fixed number of its own equity shares. The company classifies capital instruments as
financial liabilities or equity instruments in accordance with the substance of the contractual
terms of the instrumsent.,

After inftial recognition, such financlal labilities are subsequently measured at amortised cost
using the EIR method. Amortised cost is calculated by taking into account any discount or
premium on acquisition and fees or costs that are an integral part of the EIR.

The EIR amortisation is included in “Interest expense” in the income statement. Gains and losses
are also recognised in the income statement when the liabilities are derecognised as well as
through the EIR amortisation process.

Reclassification of financial assets and liabilities

As per SLFRS 9, Financial assets are not reclassified subsequent to their initial recognition, EXCEpt
and only in those rare circumstances when the company changes its objective of the business
model for managing such financial assets which may include the acquisition, disposal or
termination of a business line.

Financial Liabilities are not reclassified as such reclassifications are not permitted by SLFRS 9,
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3.1.5.1

3.1.5.1.1

3.1.51.2

3.1.5.1.3

3.1.6

3.1.8.1

Measurement of reclassification of financial assets

Reclassification of Financial Instruments at ‘Fair value through profit or loss'

To Fair value through other comprehensive income
The fair value on reclassification date becomes the new gross carrying amount. The EIR is

calculated based on the new gross carrying amount. Subsequent changes in the fair value are
recognized in OCL.

To Amortised Cost
The fair value on reclassification date becomes the new carrying amount. The EIR is calculated
based on the new gross carrying amount.

Reclassification of Financial Instruments at ‘Fair value through other comprehensive income’

To Fair value through profit or loss
The accumulated balance in OCI s reclassified to profit and loss on the reclassification date.

To Amortised Cost
The financial asset is reclassified at fair value, The cumulative balance in O] ie removed and

i5 used to adjust fair value on the reclassification date. The adjusted amount becomes the
amortised cost,

EIR determined at initial recognition and gross carrying amount is not adjusted as a result of
reclassification.

Reclassification of Financial Instruments at “Amortised Cost”

To Fair value through other comprehensive income
The asset is remeasured to fair value, with any difference recognised in OCI. EIR determined at
initial recognition is not adjusted as a result of reclassification.

To Fair value through profit or loss
The fair value on the reclassification date becomes the new carrying amount. The difference
between amortised cost and fair value is recognised in profit and loss.

De-recognition of financial assets and financial liabilities

Financial assets

The company de-recognises a financial asset {or where applicable a part thereof) when the
contractual rights to the cash flows from the financial asset expire or it transfers the rights to
receive the contractisal cash flows in a transaction in which substantially all risks and rewards of
ownership of the financial asset are transferred or in which the company neither transfers nor
retains substantially all risks and rewards of cwnership nor retains control of the financial asset.
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3.1.6.2

3.1.7

J.1.7.1

3.1.7.2

3.1.8

3.1.9

Financial liabilities
The company de-recognises a financial liability when its contractual obligations are discharged,
cancelled or expire.

Modification of financial assets and financial liabilities

Financial assets

If the terms of a financial asset are modified, the company evaluates whether the cash flows of the
modified asset are substantially different. If the cash flows are substantially different, then the
contractual rights to cash flows from the original financial asset are deemed to have expired. In this
case, the original financial asset is derecognised and a new financial asset Is recognised at fair
value.

As per 5LFRS 9, if the cash flows of the modified asset carrled at amortised cost are not
substantially different, then the modification does not result in derecognition of the financial asset.
In this case, the company recalculates the gross carrying amount of the financial asset and
recognises the amount arising from adjusting the gross carrying amount as a modification gain or
loss in profit or loss. If such a modification is carried out because of financial difficulties of the
barrower, then the gain or loss is presented together with impairment losses. In other cases, it is
presented as interest income.

Financial liabilities

Where an existing financial liability is replaced by another from the same lender on substantially
different terms or the terms of an existing Liability are substantially modified, such an exchange or
modification s treated as a de-recognition of the original liability and the recognition of a new
lfability. In this case, a new financial liability based on the modified terms is recognised at fair
value, The difference between the carrying amount of the financial liability extinguished and the
new financial liability with modified terms is recognised in profit or loss.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount reperted in the SOFP if, and
only if, there is a currently enforceable legal right to offset the recognised amounts and there s an
intention to settle on a net basis, or to realize the assets and settle the liabilities simultaneously.

Income and expenses are presented on a net basis only when permitted under SLFRSs, or for gains
and losses arising from a group of similar transactions such as in the company's trading activity.

Amortised cost and gross carrying amount

The “amortised cost” of a financial asset or financial liability is the amount at which the financdial
asset or financial liability is measured on initial recognition minus the principal repayments, plus or
minus the cumulative amortisation using the EIR method of any difference between that inftial
amount and the maturity amount and, for financial assets, adjusted for any ECL allowance.

The “gross carrying amount of a financial asset’ is the amortised cost of a financlal asset befare
adjusting for any ECL allowance.
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3.1.10

3.1

3.1.114

3.1.11.2

Fair value of financial instruments
Fair value measurement of financial instruments including the fair value hierarchy is explained in
Hote 47,

Identification and measurement of impairment of financial assets

Overview of the ECL principles

As per SLFRS 9, the company records an allowance for expected credit losses for loans and
advances to customers, debt and other financial instruments measured at amortised cost, debt
instruments measured at fair value through other comprehensive income and loan commitments.

SLFRS ¥ outlines a “three-stage” model for impairment based on changes fn credit quality since
initial recognition.

= OStage 1: A financial asset that is not originally credit-impaired on initial recognition fs
classified in Stage 1. Financial instruments in Stage 1 have their ECL measured at an amount
equal to the proportion of lifetime expected credit losses (LTECL) that result from default
events possible within the next 12 months (12M ECL).

= Stage 1: If a significant increase in credit risk (SICR) since origination is identified, it is moved
to Stage 1 and the company records an allowance for LTECL. Refer Mote 3.1.11.2 for a

description on how the company determines when a significant increase in credit risk has
occurred.

= Stage 3: If a financial asset is credit-impaired, it is moved to Stage 3 and the COMpany
recognises an allowance for LTECL, with probability of default at 100%. Refer Mote 3.1.11.3
for a description an how the company defines credit impaired and default.

* Purchased or originated credit impaired (POCI) financial assets: Financial assets which are
credit impaired on initial recognition are categorised within Stage 3 with a carrying value
already reflecting the lifetime expected credit losses. The company does nat have POCI loans
as at the reporting date.

The key judgments and assumptions adopted by the company in addressing the requirements of
SLFRS 9 are discussed below:

Significant increase in credit risk

When determining whether the risk of default on a financial instrument has increased significantly
since initlal recognition, the company considers reasonable and supportable information that is
relevant and available without undue cost or effort. This includes both quantitative and
qualitative information analysis, based on the company’s historical experience and expert credit
assessment including forward looking information,

The company considers an exposure to have significantly increased credit risk when contractual

payments of a customer are more than 60 days past due in accordance with the rebuttable
presumption in SLFRS 9.




ORIEMT FIMAMCE PLC Page 20
SIGNIFICANT ACCOUNTING POLICIES TO THE FIMANCIAL STATEMENTS

3.1.11.3

The company individually reviews at each reporting date, loans and advances above a predefined
threshold to identify whether the credit risk has increased significantly since origination, before
an exposure is in default. Such indicators include, inter alia:

= When reasonable and supportable forecasts of future economic conditions directly affect the
performance of a customer/group of customers, portfolios or instruments

« When there is a significant change in the geographical locations or natural catastrophes that
directly impact the performance of a customer/group of customers or instruments

= When the value of collateral is significantly reduced and/or realizability of collateral is
doubtful

= When a customer is subject to litigation that significantly affects the performance of the credit
facility

* Modification of terms resulting in concessions, including extensions, deferment of payments,
waiver of covenants

= When the customer is deceased/insolvent

= When the company is unable to contact or find the customer

Credit facilities/exposures which have one or more of the above indicators are treated as
facilities with significant increase in credit risk and assessed accordingly in ECL computations. The
company regularly monitors the effectiveness of the criteria used to identify significant increase
in credit risk to confirm that the criterla is capable of identifying significant increase in credit risk
before an exposure is in default.

For debt instruments having an external credit rating, which are measured at amortised cost or at
FVOLI, the company determines significant increase in credit risk based on the generally accepted
investment/non-investment grade definitions published by international rating agencies. Debt
instruments are moved to stage 2 If their credit risk increases to the extent that they are no
longer considered investment grade,

Definition of default and credit impaired assets

The company considers loans and advances to customers as defaulted when:

* The borrower is unlikely to pay its obligations to the company in full, without recourse by the
company to actions such as realising security (if any is held); or
* The borrower becomes 180 days past due on its contractual payments.

In addition, the company classifies the financial investments under Stage 3 when the external
credit rating assigned to the particular investment is in “default”,

In assessing whether a borrower is in default, the company reviews its individually significant
loans and advances above a predefined threshold at each reporting date. The company considers
non-performing credit facilities/customers with one or more of indicators set out in Mote 3.1.11.2
above as credit impaired.
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3.1.11.4

3.1.11.,5

3.1.11.6

Movement between the stages

Financial assets can be transferred between the different categories (other than POCI) depending
on their relative change in credit risk since initial recognition. Financial instruments are
transferred out of stage 2 if their credit risk is no longer considered to be significantly increased
since initial recegnition based on the assessments described in Mote 3.1.11.2. Financial
instruments are transferred out of stage 3 when they no longer exhibit any evidence of credit
impairment as described above.

Grouping financial assets measured on collective basis

The company calculates ECLs either on a collective or an individual basis. Asset classes where the
company calculates ECL on individual basis include credit impaired facilities of individually
significant custamers,

Those financial assets for which, the company determines that no provision is required under
individual impairment are then collectively assessed for ECL. For the purpose of ECL calculation
on a collective basis, financlal assets are grouped on the basts of similar risk characteristies. Loans

and advances to customers are grouped into homogeneous portfolios, based on a combination of
product and customer characteristics,

The calculation of Expected Credit Loss Principle (ECL)
The company calculates ECL based on 3 probability weighted scenarios to measure expected cash
shortfalls, discounted at an approximation to the EIR.

A cash shortfall is the difference between the cash flows that are due to an entity in accordance
with the contract and the cash flows that the entity expects to receive.

The mechanics of the ECL calculation are outlined below and the key elements are as fallows:

* PD: The Probability of Default is an estimate of the likelihood of default over a given time
horizon. A default may only happen at a certain time over the assessed period, 1f the facility
has not been previously derecognized and is still in the portfolio.

* [EAD: Exposure At Default is the estimate of the exposure at a future default date, taking into
account expected changes in the exposure after the reporting date, including repayments of
the principle and interest, whether scheduled by contract or otherwise, expected draw down
on committed facilities and accrued financing income from missed payments,

* LGD: Loss Given Default is an estimate of the loss arising in the case where a default occurs at
a given time. It is based on the difference between the contractual cash flows due and those
that the lenders would expect to receive, fncluding realization of any collateral,

Forward-looking information

The company incorporates forward-locking information into both its assessments as to whether
the credit risk of an instrument has increased significantly since its initial recognition and its
measurement of ECL.
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The company has tdentified key drivers of credit risk both quantitatively and qualitatively for various portfolio
segments. Quantitative economic factors are based on economic data and forecasts published by CBSL and
supranational organisations such as [MF.

Quantitative drivers of credit risk Qualitative drivers of credit risk
GDP growth Status of industry business
Unemployment rate Regulatory impact

Interest rate (AWPLR) Government policies

Rate of inflation

Exchange rate

AL the reporting date, the company adopted an approach recognizing that COVID-19 is the key driver of the
macroeconomic outlook at the reporting date.,

COVID - 19 impact on loans and advances

The company has provided reliefs such as deferment of repayment terms of credit facilities, for the affected
businesses and individuals due to COVID-19 in line with the directions issued by the CBSL. Utilization of a
payment deferral program does not, all else being equal, automatically trigger a SICR. As such, key issue will
be to distinguish between cases where the payment holidays provide relief from short-term liquidity
constraints impacting the borrower that do not amount to a SICR, Given the high degree of uncertainty and
unprecedented circumstances in the short-term economic outlook, the Management exercised judgments in
the assessment of the impact of the COVID-19 outbreak on the loans and advances portfolio, relying more on
the long-term outlook as evidenced by past experience and taking into consideration various relief measures
including concessionary financing and payment moratorium,

The impact of the outbreak has been assessed and adjusted in these financial statements based on the
available information and assumptions made as at reporting date in line with the guidelines issued by the
CBSL and the CA 5ri Lanka. In response to COVID-19 and expectations of economic impacts, key assumptions
used in the calculation of ECL have been revised. As at the reporting date, the expected impacts of COVID-19
have been captured via the modelled outcome as well as a separate management overlay reflecting the
considerable uncertainty remaining in the modelled outcome given the unprecedentead impacts of COVID-19.

Accordingly, the company took steps to identify the customers showing distress signs in identifying SICR under
the individual impairment assessment. Under the individual assessment, customers operating in risk elevated
industries including Tourism, supplying hardware jtems, printing and publishing, tobacco related business,
passenger transport and electronic ftems were assessed individually in ECL model, In addition, as expert
credit judgment, the stressed ECL parameters such as PDs and LGDs to reflect the real economic scenario that
is not reflected due to the deferrals and concessions granted due to COVID-19. Early observations of payment
behavior of expiries for this year were considered in the assessment of the changes in the risk of default

occurring over the expected life of a financial instrument when determining staging and s a key input in
determining migration.
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3.1.12  Write-off of loans and advances

3.2

Loans {and the related impairment allowance accounts) are normally written off, either partially or
in full, when there is no realistic prospect of recovery. Where loans are secured, this is generally
after receipt of any proceeds from the realization of security.

Fair value measurement
Fair value is the price that would be received to sell an asset or pald to transfer a liability in an
orderly transaction between market participants at the measurement date,

The fair value measurement s based on the presumption that the transaction to sell the asset or
transfer the liability takes place either:

= in the principal market for the asset or liability or
+ in the absence of a principal market, in the most advantageous market for the asset or liability.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are
categorised within the fair value hierarchy, described as follows, based on the lowest level input
that is significant to the fair value measurement as a whole:

* Level 1 - Quoted (unadjusted) market prices in active markets for identical assets or liabilities

#* Level 2 - Valuation technigues for which the lowest level input that is significant to the fair
value measurement is directly or indirectly observable

+ Level 3 - Valuation techniques for which the lowest level input that is significant to the fair
value measurement is unchservable

Level 1

When available, the company measures fair value of an instrument using active quoted prices or
dealer price quotations (assets and long positions are measured at a bid price; liabilities and short
positions are measured at an asking price), without any deduction for transaction costs. A market fs
regarded as active if quoted prices are readil.:,- and regularly available and represent actual and
regularly occurring market transactions on an arm’s length basis.

Level 2

If & market for a financial instrument is not active, then the company establishes fair value using a
valuation technique. Valuation techniques include using recent arm’s length transactions between
knowledgeable, willing parties (if available), reference to the current fair value of other
instruments that are substantially the same, discounted cash flow analyses, credit models, option
pricing models and other relevant valuation models.

The chosen valuation technique makes maximum use of market inputs, relies as little as possible on
estimates specific to the company, incorporates all factors that market participants would consider
in setting a price, and is consistent with accepted economic methodelogies for pricing financial
instruments. Inputs to valuation technigues reasonably represent market expectations and measures
of the risk-return factors inherent in the financial instrument. The company calibrates valuation
techniques and tests them for validity using prices from observable current market transactions in
the same instrument or based on other available cbservable market data,
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3.3

3.4

3.4.1

3.4.2

condition.

The best evidence of the fair value of a financial instrument at initlal recognition is the transaction
price, i.e. the fair value of the consideration given or received, unless the fair value of that
instrument is evidenced by comparison with other observable current market transactions in the same
instrument, {.e. without modification or repackaging, or based on a valuation technique whose
variables include only data from observable markets.

When transaction price provides the best evidence of fair value at initial recognition, the financial
instrument is initially measured at the transaction price and any difference between this price and
the value initially obtained from a valuation model is subsequently recognised in profit or loss on an
appropriate basls over the life of the instrument but not later than when the valuation is supported
whaolly by observable market data or the transaction is closed out.

Level 3

Certain financial instruments are recorded at fair value using valuation technigues in which the
current market transactions or observable market data are not available, Thelr fair value fis
determined by using valuation models that have been tested against prices or inputs to actual market
transactions and also using the best estimate of the most appropriate model assumptions. Models are
adjusted te reflect the spread for bid and ask prices to reflect costs to close out positions, credit and
debit valuation adjustments, liquidity spread and limitations in the models. Also, profit or loss
calculated when such financial instruments are first recorded (‘Day 1' profit or loss) is deferred and
recognised anly when the inputs become observable or on de-recognition of the instrument.

Inventories

Inventories consist of stationery purchased for the office use. Inventories are measured at lower of
cost or net realizable value,

Cost of inventorles is based on the first in first out principle, and includes expenditure incurred in
acquiring the inventories and other costs incurred in bringing them to their existing location and

Property, plant and equipment
Property, plant and equipment are tangible items that are held for use in the supply of services, aor
for administrative purposes and are expected to be used for mere than a one year period,

Recognition

Property, plant and equipment are tangible items that are held for use in the production or supply of
services, for rental to others or for administrative purposes and are expected to be used during mare
than one period, The company applies the requirements of the Sri Lanka Accounting Standard - LKAS
16 (Property, Plant and Equipment) in accounting for these assets, Property, plant and equipment are
recognised if it is probable that future economic benefits associated with the asset will flow to the
company and the cost of the asset can be reliably measured.

Measurement
Land and Buildings are stated at revalued amounts, net of accumulated depreciation.




ORIENT FIMAMCE PLC Page 25
SIGHIFICANT ACCOUNTING POLICIES TO THE FINAMCIAL STATEMENTS

3.4.3

344

Other property, plant and equipment are stated at cost or valuation less accumulated depreciation
and accumulated impairment losses.

Cost includes expenditures that are directly attributable to the acquisition of the asset. The cost of
self-constructed assets includes the cost of materials and direct labour, any other costs directly
attributable to bringing the assets to a working condition for their intended use, the cost of
dismantling and removing the ftems and restoring the site on which they are located.

When parts of an item of property, plant and equipment have different useful lives, they are
accounted for as separate items (major components) of property, plant and equipment.

Gains and losses on disposal of an item of property, plant and equipment are determined by
comparing the proceeds from disposal with the carrying amount of property, plant and equipment,
and are recognized net within other income in profit and loss.

Purchased software that is integrated to the functionality of the related equipment is capitalized as
intangible assets.

The company applies the revaluation model to the entire class of freehold land and buildings. Such
properties are carried at a revalued amount, being their fair value at the date of revaluation less Ay
subsequent accumulated depreciation and subsequent accumulated impairment losses. Freehold land
and buildings of the company are revalued by independent professional valuers more frequently if the
fair values are substantially different from carrying amounts, to ensure that the carrying amounts do
not differ from the fair values as at the reporting date.

Subsequent expenditure

Expenditure incurred to replace a component of an item of property, plant and equipment that is
accounted for separately, including major inspection and overhaul expenditure, is capitalized. The
cost of replacing part of an item of property, plant and equipment is recognized in the carrylng
amount of the item, if it is probable that the future economic benefits embodied within the part will
flow to the company and its cost can be measured reliably. The carrying amount of the replaced part
is derecognized. The cost of the day-to-day servicing of property, plant and equipment is recognized
in profit or loss as incurred. When replaced costs are recognized in the carrying amount of an item of
property, plant and equipment, the remaining carrying amount of the replaced part is derecognized.

Depreciation

Depreciation is recognized in the income statement on a straight-line basis over the estimated useful
lives of each part of an item of property, plant and equipment. Leased assets are depreciated ower
the shorter of the lease terms and other useful lives unless it is reasonably certain that the company
will ebtain ownership by the end of the lease period.

The estimated useful lives are as fallows:

Furniture and fittings 4 years
Office equipment 4 years
Computer equipment 4 years

Motor vehicles 4 years
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3.5

3.5.1

3.5.2

3.8.3

3.6

3.6.1

Depreciation of an asset begins when it {s available for use, i.e. when it is in the location and
condition necessary for it to be capable of operating in the manner intended by the management.
Depreciation of an asset ceases at the earlier of the date that the asset is classified as held for sale
{or included in a disposal group that s classified as held for sale) and the date that the asset is
derecognized.

Depreciation methods, useful lives and residual values are reviewed at each financial year end and
adjusted if appropriate,

Investment properties

Investment properties are properties held either to eam rental income or for capital appreciation or
for both. They are not properties held for sale in the ordinary course of business, used in the
production or supply of goods or service or for administrative services.

Basis of recognition
Investment property is recognised if it is probable that future economic benefits that are associated

with the investment property will flow to the company and if the cost of the investment property can
be measured reliably,

Measurement

An investment property is measured initially at Its cost. The cost of a purchased investment property
comprises its purchase price and any directly attributable expenditure. The carrying amount includes
the cost of replacing part of an existing Investment Property at the time that the cost is incurred if
the recognition criteria are met, and excludes the cost of day-to-day servicing of an investment
property.

subsequent to initial recognition, imvestment properties are stated at fair value, which reflects
market conditions at the reporting date. Gains or losses arising from changes in the fair values of
investment properties are included in the income statement in the year in which they ariie Tl-ua
company revalues Invéstment property at least once in three years.

Derecognition

Investment Properties are de-recognised when either they have been disposed of or when the
Investment Property is permanently withdrawn from use and no future economic benefits are
expected from its disposal. Any gains or losses arlsing on the retirement or disposal of an Investment
Property are recognised in the income statement in the year of retirement or disposal.

Leases
Right-Of-Use Assets - Company as a lessee

a) Basis of recognition
The company applies 5ri Lanka Accounting Standard SLFRS 16 "Leases” (SLFRS 16) in accounting

for all leasehold rights except for short-term leases, which are held for use in the provision for
Services,
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i.6.2

3.6.3

.7

371

3.7.1.1

b} Basis of measurement
The company recognises right-of-use assets at the date of commencement of the lease, which is
the present value of lease payments to be made over the lease term. Right-of-use assets are
measured at cost less any accumulated amortization and impairment losses and adjusted for any
re-measurement of lease liabilities. The cost of the right-of-use assets includes the amount of
lease liabilities recognised, initial direct cost incurred, and lease payments made at or before
the commencement date less any lease incentives received.,

c) Depreciation
Right-of-use assets are depreciated over the lease term of the assets as there is no reasonable
certainty that the company will abtain the ownership of such assets by the end of the lease
term.

Lease liability

At the commencement date of the lease, the company recognises lease liabilities, measured at
present value of lease payments to be made over the lease term. The present value of leass
commitments has been calculated using the weighted average incremental borrowing rate.

Detalls of “Right-of-use asset™ and “Lease liability" are given in Motes 26 and 30 respectively.

Operating leases - Company as a lessor

As per SLFRS 16, a lease |s classified as an operating lease if it does not transfer substantially all the
risks and rewards incidental to ownership of an underlying asset. The company recognises lease
payments from operating leases as income on a straight-line basis. Initial direct costs incurred in
negotiating operating leases are added to the carrying amount of the leased asset and recognised
over the lease term on the same basis as rental income. Contingent rents are recognised as revenue
in the period in which they are earned.

Intangible assets

Intangible assets acquired separately are measured initially at cost. Following the inftial recognition
of the intangible assets, the cost model is applied requiring the assets to be carried at cost less any
accumulated amortization and accumulated impairment losses.

Intangible assets with finite lives and amortization

Intangible assets with finite lives are amortized over the useful economic life and assessed for
impairment whenever there is an indication that the intangible asset may be impaired. The
amortization period and the amortization method for an intangible asset with a finite useful life is
reviewed at least at each financial year end. Changes in the expected useful life or the expected
pattern of consumption of future economic benefits embodied in the asset is accounted for by
changing the amortization period or method, as appropriate, and treated as changes in accounting
estimates. The amortization expense on intangible assets with finite lives is recognized in the
income statement in the expense category consistent with the function/nature of the intangible
asset. Amortization is commenced when the assets are available for use,

Computer software
Computer software is amortized over four years from the date of acquisition.
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a.7.2

3.7.21

3.7.3

3.8.1

3.8.2

3.8.3

Intangible assets with indefinite lives and amortization

Intangible assets with indefinite useful lives are not amortized but are tested for impairment
annually either individually or at the CGU level as appropriate, when circumstances indicate that
the carrylng value is impaired. The useful life of an intangible asset with an indefinite life is
reviewed annually to determine whether indefinite life assessment continues to be supportable. If
not, the change in the useful life assessment from indefinite to finite is made on a prospective
basis.

Brand value
Brand value is not amortized and is tested for impairment annually.

Derecognition of intangible assets

Intangible assets are derecognized on dispasal or when no future economic benefits are expected
from its use. Gains or losses arising from derecognition of an intangible asset are measured as the
difference between the net proceeds and the carrying amount of the asset and are recognized in
the income statement,

Impairment of non-financial assets

Recognition
The carrying values of the company’s non-financial assets are reviewed at each reporting date to
determine whether there is any indication of impairment.

If any such indication exists, the asset's recoverable amount is estimated {see below). An
impatrment loss is recognized whenever the carrying amount of the asset or its cash-generating unit
exceeds its recoverable amount. Impairment losses are recognized in the income statement,

For the assets that have indefinite useful life and intangible assets that are not yet available for
use, the recoverable amount is estimated at each reporting date.

Calculation of recoverable amount

The recoverable amount is the greater of their fair value less cost to sell and value in use. In
assessing value in use, the estimated future cash flows are discounted to their present value using a
discount rate that reflects the current market assessment of their time value of money and the risk
specific to the asset. For an asset that does not generate largely independent cash inflows, the
recoverable amount is determined for the cash-generating unit to which the asset belongs.

Reversal of impairment
An impairment loss is reversed if there is a change in the estimates used to determine the
recoverable amount.

An impairment loss is reversed only to the extent that the asset's carrying amount does not exceed
the carrying amount that would have been determined, net of depreciation or amortization, if no
impairment loss had been recognized,
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.9

3.10

3.11.1

31114

.11.1.2

3.11.2

3.11.2.4

Deposits due to customers

These include term deposits and certificates of depesits. Subsequent to initial recognition,
deposits are measured at their amortised cost using the effective Interest method, except where
the company designates liabilities at fair value through profit or loss. They are stated in the
statement of financial position at amount payable. Interest paid / payable on these deposits based
on the effective interest rate is charged to the income statement.

Other liabilities
Other liabilities are recorded at amounts expected to be payable at the reporting date.

Employee benefits

Pefined contribution plans

A defined contribution plan is a post-employment benefit plan under which an entity pays fixed
contributions into a separate entity and will have no legal or constructive obligation to pay further
amounts. Obligations for contributions to defined contribution plans are recognized as an employes
benefit expense in profit or less in the periods during which services are rendered by employees,

Employees’ Provident Fund (EPF)
The company and employees contribute 12% and B% respectively on the salary of each employee to
the approved provident fund.

Employees' Trust Fund (ETF)
The company contributes 3% of the salary of each employee to the Employees’ Trust Fund.

Defined benefit plans

Retirement benefit obligations

A defined benefit plan is a post-employment benefit plan other than a defined contribution plan.
The company's net obligation in respect of defined benefit pension plans is calculated by
estimating the amount of future benefit that employees have earned-in return for their service in
the current and prior perfods and that benefit is discounted to determine its present value. Ay
unrecognized past service costs are deducted.

The calculation is performed by a qualified actuary using a "Projected Unit Credit” method. Far
the purpose of determining the charge for any period before the next regular actuarial valuation
falls due, an approximated estimate provided by the gualified actuary is used. The assumptions
based on which the results of actuarial valuation were determined are included in the Mote 32 to
the financial statements.

The company recognizes all actuarial gains and losses arising from the defined benefit plan and all
expenses related to defined benefit plans in the income statement and actuarial gains and losses in
the other comprehensive income,

This retirement benefit obligation is not extemally funded.

However, according to the payment of Gratuity Act Mo. 12 of 1983, the liability for the gratuity

payment to an employee arises only on the completion of 5 years of continued service with the
company,
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313

3.12

3.13

3.14

3.15

3.15.1

3.15.11

Short-term employee benefits
Short-term employee benefit obligations are measured on an undiscounted basis and are expensed
as the related service is provided.

Prowisions

A provision is recognised in the statement of financial position when the company has a legal or
constructive obligation as a result of a past event and it is probable that an outflow of economic
benefits will be required to settle the obligation and the amount of the provision can be measured
reliably in accordance with the 5ri Lanka Accounting Standard - LKAS 37 on ‘Provisions, Contingent
Liabilitles and Contingent Assets’.

The amount recognised is the best estimate of the consideration required to settle the present
obligation at the reporting date, taking into account the risks and uncertainties surrgunding the
obligation at that date. Where a provision is measured using the cash flows estimated to settle the

present obligation, its carrying amount is determined based on the present value of those cash
flows,

Capital commitments and contingencies

Contingent liabilities are possible obligations whose existence will be confirmed only by uncertain
future events or present obligations where the transfer of economic benefits s not probable ar
cannot be reliably measured,

Capital commitment and contingent liabilities of the company are disclosed in the respective notes
to the financial statements.,

Events occurring after the reporting date
Events after the reporting period are those events, favorable and unfavorable, that occur between
the reporting date and the date when the financial statements are authorized for issue.

In this regard, all material and important events that occurred after the reporting period have been
considered and appropriate disclosures are made in the financial statements, where Necessary.

Income statement

Revenue recognition
Revenue is recognised to the extent that it is probable that the economic benefits will flow to the

company and the revenue can be reliably measured. The following specific recognition criteria are
ascertained before revenue is recognised.

Interest income and interest expense

Interest income and expense are recognised in the Income Statement using the effective interest
rate (EIR) method.

As per SLFRS 9, the interest income and expense presented in the Income Statement include:

Interest on financial assets measured at amortised cost calculated using EIR method:
Interest on financial labilities measured at amortised cost calculated using EIR method.
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3.15.1.2

3.15.1.3

3.15.1.4

3.13.1.5

3.15.1.6

As per LKAS 39, the interest income and expense recoenised in the Income Statement included:

Interest on loans and receivables calculated using EIR method;
Interest en financial liabilities measured at amortised cost calculated using EIR method.

Effective Interest Rate (EIR)
The EIR is the rate that exactly discounts estimated future cash payments or receipts through the
expected life of the financial instrument to:

» the gross carrying amount of the financial asset; or
« the amortised cost of the financial lability.

When calculating the EIR for financial instruments other than credit-impaired assets, the company
estimates future cash flows considering all contractual terms of the financial imstrument, but not
expecied credit losses (ECLs). For credit-impaired financial assets which are classified under
Stage 3, a credit-adjusted EIR is calculated using estimated future cash flows including ECLs. The
credit-adjusted EIR is the interest rate that, at original recognition, discownts the estimated
future cash flows (including credit losses) to the amortised cost.

The calculation of the EIR includes transaction costs and fees and points paid or received that are
an integral part of the EIR.

For financial assets that were credit-impaired on initial recognition, interest income fs calculated
by applying the credit-adjusted EIR to the amortised cost of the asset. The calculation of interest
income does not revert to a gross basis, even if the credit risk of the asset improves,

Dividend income
Dividend income is recognised when the company’s right to receive the payment is established.

Fees and commission income and expense
Fees and commission income and expense that are integral to the EIR on a financial asset or
liability are included in the measurement of the EIR, Other fees and commission income are
recognised as the related services are performed,

Interest on overdue rentals
Owverdue interest is charged on loans and advances which are not paid on the due date and
accounted for on cash basis.

Profit or loss on disposal of property, plant and equipment
Profits or losses resulting from disposal of property, plant and equipment have been accounted for
in the income statement.

Recovery of bad and doubtful debts written off
Recovery of amounts written off as bad and doubtful debts is recognized on a cash basis.
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3.15.2

3.15.2.1

.16

3.16.1

Expenditure
All expenditure incurred in running of the business and in maintaining the property, plant and

equipment in a state of efficiency has been charged to revenue in arriving at the profit/ (loss) for
the year.

Expenditure incurred for the purpose of acquiring, expanding or improving assets of a permanent
nature by means of which to carry on the business or for the purpose of increasing the sarning
capacity of the business has been treated as capital expenditure,

Repairs and renewals are charged to revenue in the year in which the expenditure is incurred.

Minimum lease payments made under finance leases are apportioned between the finance
expense and the reduction of the outstanding liability.

The finance expense is allocated to each period during the lease term so as to produce a constant
periodic rate of interest on the remaining balance of the liability. Contingent lease payments are
accounted for by revising the minimum lease payments over the remaining term of the lease when
the lease adjustment is confirmed.

The profit earned by the company before taxation as shown in the Income Statement is after
making provision for all known labilities and for the depreciation of property, plant and
equipment,

Borrowing costs

Borrowing costs that are directly attributable to the acquisition, construction or production of
qualifying assets that take a substantial period of time to get ready for the intended e or sale,
are capitalized as part of the asset.

Borrowing costs that are not directly attributable to the acquisition, construction or production of
a qualifying asset are recognized in profit or loss using the effective Interest method.

TEIII!;
Income tax expense
Income tax on the profit for the year comprises current and deferred tax. Income tax is

recognized directly in the income statement except to the extent that it relates to items
recognized directly in equity, in which case it is recognized in equity.

Current taxes
Current tax assets and liabilities consist of amounts expected to be recovered from or paid to the
taxation authorities in respect of the current as well as prior years. The tax rates and tax laws
used to compute the amounts are those that are enacted or substantially enacted by the reporting
date. Accordingly, provision for taxation is made on the basis of the accounting profit for the vear
as adjusted for taxation purposes in accordance with the provisions of the Inland Revenue Act No.
24 of 2017 and the amendments thereto, at the rates specified in the Mote 12 to the financial
statements. This note also includes the major components of tax expense, the effective tax rates
and a reconciliation between the profit before tax and tax e as required by the Sri Lanka
Accounting Standard - LKAS 12 on ‘Income Taxes'.
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3.16.2

3.16.3

.17

3.18

Deferred tax

Deferred tax is provided on all temporary differences between the carrying amounts of assets and
liabilities for financial reporting purposes and the tax base of assets and liabilities, which is the
amount attributed to those assets and liabilities for tax purposes. The amount of deferred tax
provided is based on the expected manner of realization or settlement of the carrying amount of
assets and liabilities, using tax rates enacted by the reporting date.

Deferred tax assets including those related to temporary tax effects of income tax losses and
credits available to be carried ferward, are recognized only to the extent that it is probable that
future taxable profits will be available against which the asset can be utilized. Deferred tax assets
are reviewed at each reporting date and are reduced to the extent that it is no longer probable that
the related tax benefit will be realized,

YValue Added Tax on financial services
¥AT on financial services is calculated in accordance with the amended VAT Act Mo.07 of 2003, The
Base for the computation of VAT on financial services s the accounting profit before income tax

adjusted for the economic depreciation and emoluments of employees computed on prescribed
rate.

Crop Insurance Levy (CIL)

As per the provisions of Section 14 of the Finance Act No. 12 of 2013, the CIL was introduced with
effect from April 01, 2013 and is payable to the National insurance Trust Fund. Currently, the CIL is
payable at 1% of the profit after tax,

Earnings per share

The financial statements present basic earnings per share (EPS) for its ordinary shareholders. The
basic EPS is calculated by dividing the profit or loss attributable to ordinary shareholders of the
company by the weighted average number of ardinary shares outstanding during the period. Diluted
EPS Is determined by adjusting the profit or loss attributable to ordinary shareholders and the
weighted average number of ordinary shares outstanding, for the effects of all dilutive potential
ordinary shares,

Cash flow statement

The cash flow statement has been prepared using the “indirect method”. Interest paid is classified
as operating cash flows, interest and dividend received are classified as investing cash flows while
dividends paid are classified as financing cash flows for the purpose of presenting of the cash flow
staterment.

Regulatory provisions

Deposit insurance scheme
In terms of the Finance Companies Direction Mo 2 of 2010 “Insurance of Deposit Liabilities™ issued
on 27% September 2010 all registered finance companies are required to finsure their deposit
liabilities in the deposit insurance scheme operated by the Monetary Board in terms of Sri Lanka
Deposit Insurance Scheme Regulations Mo 1 of 2010 fssued under Sections 324 to 32E of the
Monetary Law Act with effect from 01* October 2010, Deposits to be insured include demand, time
and savings deposit liabilities and exclude the following.
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3.20

3.20.1

3,20.2

3

+ Deposit liabilities to member institutions

» Deposit liabilities to Government of Sri Lanka

+ Deposit liabilities to shareholders, directors, key management personnel and other related
parties as defined In Finance Companies Act Direction Mo 03 of 2008 on Corporate Governance of
registered finance companies

= Deposit liabilities held as collateral against any accommeodation granted

= Deposit liabilities falling within the meaning of dormant deposits in terms of the Finance
Companies Act, funds of which have been transferred to Central Bank of Sri Lanka

Registered finance companies are required to pay a premium of 0.15% on eligible deposit liabilities
as at the end of the month to be payable within a period of 15 days from the end of the respective
month.

Reservas

Statutory reserve fund

The statutory reserve fund is maintained in terms of a licensed finance company [Capital Funds)
direction No.01 of 2003. Accordingly, the Company should transfer funds out of net prafits of each
year in the following manner, after due provision has been made for taxation and bad and doubtful
debits.

* If capital funds are not less than twenty five percent of total deposit liabilities a sum equal to not
less than five percent of the net profits

= If capital funds are less than twenty five percent of total deposit liabilities but not less than ten
percent thereof, a sum equal to not less than twenty percent of the net profits

* If capital funds are less than ten percent of total deposit liabilities a sum equal to not less than
fifty percent of the net profits

Fair value / Available for sale reserve
This has been created in order to account the fair value changes of Financial assets at Fair Value
Through Other Comprehensive Income / Available for sale financial assets,

Segment reporting

An operating segment is a component of the company that engages in business activities from which
it may earn revenues and incur expenses, including revenues and expenses that relate to transactions
with any of the company's other components, whose operating results are reviewed regularly by the
company's management to make decisions about resources allocated to each segment and assess s
perfarmance, and for which discrete financial information is available.

For each of the strategic divisions, the company's management monitors the operating results
separately for the purpose of making decisions about resource allocation and performance
assessment. Segment performance is evaluated based on operating profits or losses which, in certain
respects, are measured differently from operating profits or losses in the financial statements,
Income taxes are managed on a company basis and are not allocated to operating segments.
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Faor the year ended 31st March

4. THCOME

Inberest incame (Hote 5)
Fee and commission income [Mate T)
Cther aperating Income (Note B)

5, INTEREST [RCOME

Finence leass

Hire purchase

Factorirg

Loans

Gold baans

interest tcome on investments

&, INTEREST EXPEMSES

nterasl expense on

Barrawings

Customer deposits

Hegotiable irstraments

Overdralt interest

Interesi experse on lease labilities - Right-of-use asses

T FEE AMD COMMSESION INCOUWE

Documantation income -Lesse and hire purchases
Administration charges ~Factoring

Service charges - Loans

Insurance comemision

¥ OTHER OPERATIMG IMCOME

Callectians from written off contracts

Profit on disposal of property, plant and equipment
Riemt oo

Fair walue gain on ireestment, properties

Devidend income

Insurance claim on Gampaha Branch robbery [Mote 8.1}
Surdry income

Page 15
2022 021
s, Rs.
1,700,169,181  2,441,043,559
102,104,674 722,513,450
__lngson 11214400
3,972,208,857  1,675,721,881
1,7%46,303,708  1,791,158,108
138,419 041,374
3,927,144 18,280,832
151,428,161 153,740,816
54,264,885 429,681,125
69,006, 86 47,241,809
L,705,169,183 2 441,043,999
303,636,490 139,014,254
BOZ, 696,954 951,852,689
2,438,146 4,868,672
7,040,350 16,764, 106
3,654,411 11,289,888
1,199,466,921 1,131,791, 409
64,879,926 77,371,335
2,062,165 1,921,243
- 3,109,202
35,162,583 40,131,713
102, 104,674 111,533,493
81,498,103 54,497,453
483,465 433,641
10,788,000 11,740,282
10,650,000 15,505,009
4,074,362 763,000
52,657,637 -
783,433 5,178, 564

‘.Iiﬂl'!il.'iﬁﬁ 'Iﬂlﬂimﬂ'

8.1 s disclosed in Mate 11 to the financial statements, the company has made & pravision of Rs, 58,236,918/« in previous year for less on

the Robbery. An insurance claim of Rs, 52,657,637/~ was received i current year for the sane.
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Far the year ended 315t March

T,

11.

IMPAIRMENT CHARGES/[REVERSALS) FOR LOANS AND
RECEMNWABLES TO CUSTOMERS

Finance lease receivable
Stage 01
Stage 02
Stage 03

Hiire purchase recefvable
Stage 04
Stage 02
Stage 03

Other loans recolvable
age 1
Stage 02
Stage 03

Factoring receivalile
Stage 01
Stage 02
txage 03

Gild loans receivable
Stage 01
Stage 02
Stage 03

Alternative finance
Stage 1
Shage 02
Stage 03

Tatal impairment charge
PERSOMMEL EXPEMSES

Salaries snd ather related expenses
Defined cantribution plan - EPF

= ETF
Oedfined benefit plan = Gratudty

OTHER OPERATIMNG EXPEHSES

Directors' emoluments

Auditor's remuneration

Professional and tegal fees

Charity and donations

Gald lpard written off - Gampaha robbery
Administration and establishment expenses
Advertising and business promotional expenses
Property, plant and equipment written off
Impairment provision on real estate receivable
Other expenses

Page 14

2022 2021
Rs. Rs.
{154,32%,134) i 30.808,723)
{21,462, 524 {179,920,518)
241,007,878 223,445,135
&1,226,230 12,715,894
. i4,673)
- 7 855)
{4, 180,954) 13,640,980
Eluﬂ.ﬂ PEEI
(3,295,063) (20,307, 290}
(662, 533) (12,542,310
73,785,946 88,000,450
— - N
{4,415, 440) 194,128
12,190,605 44,405 261
7,775,165 44,599,390
11,500,000
(11,268 881} 191,555
[11, D68, E&1 | 11,681,955
I,'IHJ'H'H L
1,163,965 -
124,505 515 110, 464,561
545,254,574 449,071,118
40,456, T3 18,687, Bak
10,114,176 §,885 967
9,182,099 &, 894,587
605, 005 512 504,297,758
7,500,000 5,175,000
1,783,604 1,394,450
49,851,353 45 295 257
01,000 330,000
. 58,236,518
125,389 &R 137,917,675
59,065,110 3,805,751
3,167,004 31,885,945
18,277,733 .
25,732,818 Gi,603,439
399,197,900 98,236,240
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Far the year ended 313t March 2023 2021

1.

121

1.2

153

104

13

131

INCOWE TAX EXPEMSE

Current Lax

On currgnt year profits (Hote 12.1) .
Deferred tax

Dafarred tax charged to the income statemant (Hate 22)

Incomie tax expense for the yoar

Reconciliation between accounting prafit and taxable income

Profit before income tas expense 457 90T 164 193,562,588
Adjustents on dissllowable sxpenses 3,268,373, 980 1,208,085, 350
Adfustments on allowable expenses {2,607,286,31%) (3,838,313 208)
Statutory incomse 1,114,084,827 243,118,950
Loss:  Tax loss claimed on leasing basiness (Hote 12,3) 1,069, k28, 464) (221,007,119

Tax logs claimed on non-leasing business (Hote 12.2) {14,862 363} {42, 281,831)

Ammpuishle imcome
Lass: Witilization of qualifying payments [Mate 12.3) - .

Taxabile profit for the year 5 .
Effective tax rate 4% 4%

Tax losses

Tax losses brought forward 3,00%, 263, 109 1,164,102,E08
T loases incurred during the year . 1,108,479, 251
Tam losves clabmed during the year (1,114,084, 824) (163,318,950)
Tanx losses carried forsand 1,895,178, 283 3,008, 263,109
Cuialifying paymant on Investment

Comsideration paid to acquire former Orient Finamce PLC 1,730, 904, 350 1,730,906, 250
Less ¢ Utiised in priar years {343,505, 209) {343,905, 109)
Balance qualifying payment carried forward 1, 347,001,041 1,387,001, 041
Current tax

The cornparny s Hable for tax at the rate of 24% (2021 - 24%) on B taxabde income in accordance with the Infand Revenue Act Mo, 14
al 27 and subsequent amendments made thereta,

EARMINGS PER SHARE
Basic earnings per share

The calculation of earnings per share fs based on the profit attributable to the ardinary shareholders for the year divided by the
weighted average number of ordinary shares cutstanding during the year,

For the year ended 31st March : 021 2021

R, Ris.
Profit attributable o ordinary shareholders (fs, ) 452,997, 166 193,542,888
Waighted average number af ardinary shares 211,004,155 211,091,155
Earnings per share (Ra.) 1,15 092
¥Weighted average number of ordinary shares 211,091,155 211,061,155
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HOTES TO THE FIRAMCIAL STATEMENTS
DIVIDERD PER SHARE
The dividend per share Is based on the dividend paid during the year and the number of crdinany shanes outstanding 25 at that date,
Fiar tlee yoar ended J1st March 0 202
i, Rs.
Dividand paid (Rs) "
Dividend per share [Rs.)
FIRAMCIAL ATTETS AMD LIABILITIES
Classificatian as at 31 March 2023
Financial assets at
fakr value through
ather
comprehensive Financial Total
mCome aszets at amortised carrying
PFYTOCT) oot amount
Rs, Rs. Rs.
Financial assets
Cash and cash aquivalenits . 196,439,735 b 4%, 715
investment in governmant securities, quoted and ungusted shares T, 704, 740 T8, 04,749
Loans and recetvables to custamers 14,708,811, 9%  14,125,811,999
Imvpstmants wikh banks and other financial irstitutions . 460, T T4 738
Total fimencial asseis 725,704, a9 14, el 712, 472 15,390, 417,121
Total
Financial Hakilities carrying
at amortized cost Armount
Rs, R,
Fimancial Hab#ities
Bank overdrafis BBO0,5T1, 841 580,571, &41
Doposits frem Customers 9,104,263,013 %, 204, 243, 013
Interest bearing borrowings 1,874, 859,751 3,874,859, 291

15.2

Tatal financial lfabilites

Financial assets at

13,759, 693,808 13,759, 69,905

X fair value through
othier
comprebensive Financial Tosal
income &8§ets at amartised CarTyng
{FYTOCI) cost AU
R, Rs 4.
Classification as at 31 March 2021
Financlal azsets
Cash ard cadh equivabents - 115,141,509 125,161,509
Irrvestment in government securities, quoted and urguated shares B49, 632, B4 . 849,642, B14
Loans and receivables to customers - 11,447 0050, 340 11,447,030, 340
Investments with banks ard other financial FSstitutions . 31 6B, 600 I 684, 600
Total finencial assets 49,632, 814 19,703,876, 449 12,553,5089,243
Financial Habil#ies
al amortized Total carryimg
cost ameung
Ras. Es.

Financial lEabilities
Bari owerdrafts 79,160,458 5,180,458
Deposits from cstomers 5,692,940,033 B,£92,940,573
Interest bearing bomrowings 2,650 B00, 1248 1,650.800,138

Total financlal Habsilities 19,422, 921,719

11,422,551, 11%
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MOTES TO THE FIKAMCIAL STATEMENTS

As ot 315t March

16,  CASH AND CASH EQUIVALENTS

Cash in hand
Cash at bank

Bank overdrafts

Cash ardl cash equivalents for the purpose of cash flow statement

17, FIHAHCIAL ASSETS « FAR VALUE THROMMGH OTHER COMPREHENSIVE [MCOME

Investments in gowarmment securities (Mate 17.1)
Investments in unguobed shares (Mate 17.2)
Investments in quoted shares (Mote 17,3)

17.1  Investments in government securities

Treasury bills

172  Investments in unguobed shares

Finance House Consortium (Privete) Limited
Credit infarmation Burpaw of Sri Lanka

2021 2021
Rs. Bs=.
230,339, 8%4 138,317, T34
b6, 059, 841 £6,843,773
206 439 715 TS 141,509
{680,571, 641) (79,180, 458}
{384, 131,506} 145 981,051
578 917 243 THI ETT 214
230,600 230,600
49,541,306 6,525,000
mlmim HU.{-HEH
mim.m THL ETT 214
575,532, B3 TiL 14
Directary Directors’
Valuation Waluation
Rs. Rs.
200,000 200,000
30,600 10,400
230,500 230,500

The Directors’ vatuation of non-quoted securities based on cost of investment less impalrment ameunts to Rs. 230,800/ (2021 - Rs,

230, 600/-).

1.3 Imvestment in queted shares

Access Engineering PLC
Bipped Product PLC

Homas Hoddings PLC

Toleyo Cement Company (Lanka) PLC
Commenclal Bank of Ceylon FLC
Haylays PLC

Hatton Hational Bank PLE

John Keedls Holdings PLC

People's Leasing and Finance PLC

18, LOAMS AND RECEIVABLES TO CUSTORERS

oS and receivables

Less: Unearned income:

Meq loars and receivables

Less: Impairment for expected credit losses Mote 15,1.10)
Met loans and receivabilss

Caost Fatr value
Mo of shares Re. Rs,

" 300,000 9,160,000 4,500,000
175,000 10,312,500 5,687,500
100,000 9,719,275 4,620,000
100,000 8,735,000 1,190,000
102,280 10,000,000 6,412,856

65,795 5,176,751 5,059,636
77,499 9,320,000 8,137,394
50,000 8,750,000 7,150,000
553,558 7,250,000 4,483,820
78,443,526 7,541,306
LS rivrd |
Rs. R
18,771,301 574 15,445,854,933
(3,700,083,189) {2,956,561,604)
15,062, 308,385 12,489,193,229
(936,496,386 (1,042, 162,899)
14,125,811,999 11,447,030, 340
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&5 at 315t March

18.

8.1

18.1.1

18.1.2

LOANS AND RECEIVABLES TO CUSTOMERS (CONTD....)
Product wise analysis of net loans and receivables

Finance leaze receivablos

Grass lease rentals recefvable
Less: Unearned income

Het lease rentals receivable
Less: Impairment for expected credit losses (Mote 18.1.10)
Met finance lease receivable

Lease rentals receivable within one year

Gross lease rentals receivable within one year
Less: Unearred income

Het lease rentals receivable within one year
Less: impalrment for expected credit lossas
Hat finance lease receivable within one year

Lease rentals receivables within one to five years
Gross lease rentals recelvable within ane to five years
Less! Unearnad income

Het lease rentaks recefvable within one to five vears
Lass: Impairment for expected credit losses

Het finance lease receivable within one to five years

Lease rentals receivable later than five years
Gross lease rentals recelvable later than five years
Less: Unearned Income

Het lzase rentals recaivable later than five years
Less; Impairment for expected credit lasses

Hat finance lease receivable later than five vears

Taltal

Hire purchasze receivable

Gross hire purchase rentals recelvable
Less; Unearned income

Het hire purchase rentals recetvable
Less: Impairment for expected credit tosses (Mote 18.1,100

Met hire purchaze recaivable

Hire purchase rentals receivable within one year

Gross hire purchase rentals recelvable within one year
Less: Unesrfed inooms

Hel hire purchase rentals recelvabde within one vear
Lass: Impairment for expected credit losses

Hire purchase rentaks receivable within cne year

Fage 40

2022 2021
Rs. Rs.
13,345,266,579 11,813,282,439
{3,490,937,350) (2,848,253,157)
9,854,129,21% 8,965,029,282
{677,085, 560) {745,726,132)
9,177,243 659 B,219,302,750
5,048,172,853 5,202,757,231
{2,219,884,704) [1,811,202,55)
2,828,288, 151 3,391,554,976
(256,111,704) {236,228,694)
1,572,176, 447 3,155,326,282
8,287 904,447 6,604,308,256
(1,270,592 487) (1,036,675, 614)
7.017,311,760 5. 547,632,642
(420,573, 856) (505,457 638}
§,596,337 904 5,058, 135,004
9,189,277 6,216,952
(459,945) {375,268)
8,729,308 5,841, 564
8,729,108 5,841,464
9,177,243,659 8,219,302,950
28,711,768 31,140,300
28,711,768 31,140,300
(7,583,070) (11, 764,064)
21,128,558 19,376,236
28,711,768 31,140,300
28,711,768 31,140,300
(7,583,070} {11,764,064)
21,128,698 19,376,236
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Ag at 31st Mareh

18.

18.1

18.1.3

18.1.4

18.1.5

LOANS AND RECEIVABLES TO CUSTOMERS (CONTD....)

Product wise analysiz of net loans and recelvables (Contd_...)

Other lsans recebable

Gross other loans remtals receivables

Less: Unearmed inoome

Het other loans rentals receivables

Lesz: Impairment for expected eredit losies (Hote 18.1.10)
Hat other loans recelvables

Qther leans receivables within one year

Gross ather loans remtals receivable within one year
Less: Unearnad incorme

Het ather loans rentals receivable within ono year
Less: Impairment for expected credit losses

Het ather loans receivables withén one year
Other loans receivable within ene to five years

Gross other loars rentals recelvable within one ko five years
Less: Uneamed income

Het other loans rentals recefvable within one to Tive years
Less: Impairment for expected credit losses

Het ather loars receivables within are to five years

Taotal

Factoring receivable

Factaring receivable

Loss: Impairment for expected credit losses (Note 18.1.10)
Het factoring receivable

Pawning recaivable

Paveriing receivable
Less: Impainment for expected credit losses (Hote 18.1, 10§

Het pawning recefvable

Page 41
2022 2021
Rs, Rs.
1,284, 744,154 1,241,145 993
(112,189,268} (108,408,537)
1,172,554, BE8 1,132,741 456
(171,549,903 (201,009, 639)
1,000,604, 985 531,731,817
T34,935 444 736,527 445
(71,520,140 (68,936, 944)
713,615,304 727,590,501
(65,044, 248) 9.231,755)
654,571,056 718,356, 746
489,808,710 444 617 548
(40,855, 126) (19,471 ,593)
448 535 584 405, 150,955
{106, %05,4655) {191,775, 504)
342,013,929 213,375,0M
1,000,604, 985 21,731,807
§5,01, 647 135,549, 71%
(72,968,214} (66,648,310}
23,043,434 48,901 ,40%
3,579,458, 664 2,134,732 482
{5,745, 674) (17,044,555}
3,373,711,%90 2,007 T eET
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As at st March

18,

18. 1.6

LOWHS AND RECEIWABLES TO CUSTOMERS (COMTD_.)
Alternative finance receivable

Gross Altermative finance recelvable
Less; Unearned income

Het Alternative finance receivable
Less: |mpairment for expected credit losses {Hate 18.1.101
Het Altermative finance recelvable

Alternative finance receivables within one year

Gross Alternative finance receivable within ono year
Less; Unearned income

Het Alternative finance recefvable within one year
Less: Impairment for expected credit losses

Het Alternative finance receivable within one year
Alternative finance receivables within one to five years

Grogs Albernative finance receivable within one to five years
Less; Unearnad income

Het Alternative finance recebvable within one Eo five years
Less: Impairment for expected credit losses

Het Alternntive finance recelvable within one ta five years

Alternative finance receivables after five yoars

Grogs Alternative finance recelvable after Tive years
Less: Unearned income

Het Alternative finance recetvable after five years
Less: impairment for expected credit losses

Het Alternative Minance receivable after five years

Tatal

438,198, 761
{105,956, 563)

332,242,198
11,163, 965)

331,078,233

165,759,378
(67,377,707)

98,381,671
{440,298}

97,941,171

172,153,831
(38,564,895

233,588,936
(722,908)

232,866,028

285,552
{13,961)

271,591

(75%)

270,832

331,078,233
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18

18.1.7

LOAKS AND RECEIVABLES TO CUSTOMERS (CONTEL..)

Productwise analysis of net loans and recefqables

Firarce lease receivable
{Mate 18.1,1}

Stage 01
Stage 02
Stage 01

Hirg purchase receivable
{Moke 18,1, F)

Stage 01
Stmpe 02
Stage 03

Other loans receivable
(Hone 18.1.3)

Stape 01
Stape 02
Stage 03

Factaring recetvable
{Mote 18.1.4)

Sxage
Stape 02
Stape 03

Pawning recetvable (Hote
18.1.5)

Stage ™
Srage 02
itage 03

Alternative finamce
recadvable Mote 18.1,4)

atage 01

Stage 03
Stage 03

Toxal

Page 43

A% at 31 March 2033

Az at 31 March 2071

Groas Gross
Re=ceivables ECL Allowance  Het Recelvables  Receivables ECL Allwance  Met Recedvables
6,249, 976,103 (219,991, 126]  6,020.984,577 5,286,684, 715 (49,076, 544) 5,217,008, 170
1,308,507,145 (1BBAN4,675)  1,119,892,470  1,949,012,087 (167,152,151}  1,781,B58,934
2,295,845,971 (Z6B,479,799)  2.007,366,212  1,719,332,480 (504,497 637)  1,219,814,843
9,854,320, 219 G677 CR5,580)  9,177,243,65%  B,965,009,282 e 743,726,332)  8,219,300,950
. - - 19,185 {401} 8,854
28,711,768 {7, 5E1,000) 21,128,658 31,111,005 (11,763,663 19,347,352
28,711,768 {7,5&1,070) 11,126,808 31,140,300 {11,764, 064) 19,376,236
B9, 443,397 5,702, 305) £33, 741,002 507,208,455 {3,4900,242) 478,205,213
AT 441,144 {6,403 D) 30,948,098 36,114,351 15,830,513} 33,283,608
o155, 870, 347 [158,754,552] 338,915,795 594,418,680 {191,775,884) L BAZ, TG
1,172,594,888 [171,949,503]  1,000,604,%65 1,132,741, 456 {201,00,639) 3,711,817
1,850,854 {1,180} 3,543 684 15,686, 680 (4,416,530 11,270,068
1,160,783 {72,967 054} 18,153,749 119,843,030 152,231,856 57,631,340
95,011,647 [71,%68,214) 11,043,433 135,549,719 {66, 48,310 B, 907,409
3,379,458, 664 (5, 745,604) 1,573, 712,5%90 2,224,712 483 (17,004,555}  2,200.717.927
3,579,458, 664 (5,745.674)  3,573,713,990 2,134,731 482 (17,014,555 2,207,717 927
49,003,834 {1,163, 965] 47,839,869 £ .
283,238,364 2EY, 270,364 . - -
332 241,198 01,163, 965) 131,078,133 . -
15,062,308, 384 (906,496,386) 14,125,511,999 12,489,193,239  (1,040,162,900]  11,447,030,199
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18.1.8

(LR R

181,00

19,

Fape 44
MOTES TO THE FIMANCIAL STATEMENTS
LOAMS AMD RECEIVABLES TO CUSTOMERS (COMTLDL.)
Mevamers In impalrment charges during the yoar
Lisans and Albernative
Fisance lease  Hire purchase athers Factaring finance Fawndeg Tobal
Rs. Rs, Ei. Rs. B, Rs. R,
Dalance a5 at 0150 April 2021 143,728,312 11,764, 064 2,009,619 &4, 548 310 - 17,014,555 1,042, 163, 500
Chirgss for the year &1 206, 10 {4, 5ED, 954) 9,624, ¥50 7,375,165 1,161,565 1120, 881) 134,519,8T3
Wiritten oif during the yoar (254,342, 576} - (105,415, 0] 1,459, 261] . = 1161,243,B45)
Legal interest capitalized T34, 479, 4 - 01 B2 - - - 130,007, 508
Balance as at 315l March 2622 £77, 085,540 TS0 17,80 TL9GE, 174 1,060,068 5,745,674 Vb, 496, 95
Hovement in speelfis and collective impainsent charges for the year esded Jist March 7030
Loans and Alarnative
Finamce leise  Hire parchase ks Factorimg finisce Pasming Tatal
Rs. M, As.. Rx. R ., M.
Balance as at S5 April 2000 1,451,845, 196 27,458,201 4BE 1B, 430 191,807,755 2 5,322,600 3,303 486,950
Charpe for the year 12,715,894 (31,400,400} 45,150,930 395 190 . 11,081,555 110,464,561
Writkena alf during the year (719,834, 858} 112,201,209 (A0, 333, 711 (325,660, 661) . - 11,388,040, 441)
Cleasificabion oo nwesEmsnE - . (3,678, T} - - 13,678, 176)
property
Balasce as at Yiet March 1234 45,726, 1 11,754, 064 101,04 635 6,648,310 . 17,014,555 1,042, 163,900
impalrement for Enpecied Cradie Lowmes (Stage Compeaition) as st 19 March 20232
Leans ased Alernative
Firanoe lease  Hirs purchawe athers Factoring Pawiiig finsmce Total
fs. Rs, Rs. s, Rs. ¥ Rs,
Sege & ECL 19,9 ,127 T 6,702,105 1,180 - 1,963,965 LT AT
Sange 07 ECL . 1BE 614,675 = &, 4] 08 - = - + 198,107,721
Hage 03 ECL 168,479,758 TAALOP  iSLTS4S5)  TR8E7.00 574560 < Siis00m
BIT 085,560 ¥T.541,000 M iH'II,.ﬁI 71,598,114 AT 1,163, 5E5 i, 436, 185
A at 313k March 022 Fiib b
B s,
IRVESTMEMT WiTH BANKS AKD OTHER FINARCIAL INSTITUTIONS
lavas pmaeds s fhod depositn 142,480,718 31,718,600

Less: Expeciad cridil loss on investment in fiesd depoaits

OTHIR AS5ETS

Adwances pald

Imsurance cosnmibshon fecerable
VAT receivable

E5C and WHT recoverabia

Depaiits and prepayments

: [35,000)
242,460,738 31,484,600

$0,022 564 10,859,274
#,575, 164 5,516,833
by 2,311,807
4,412 59,448,432
140 905, 459 151,603, T
155,411,950 169,749,727
—
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A3 at Fist March

21.

1.1

1L

Page 45

kil ik |

R, Rs.
REAL ESTATE STOCK
Haranwala project 1,757,437 1,767 457
Kiribariya profuct 1,BET, 111 2,887,113
Hatale project 15, RIS B2G 17757 8
Maddawaththa project BE3, 453 865,459
Chvifllervs project 1,79, 50 ‘lr?'ﬂr'ﬁ-I|I
Faill i falr value of nesl estate stock {16, TH4,TI¥) {506, 596 )

5|3H.m ﬁﬁlal

The company has made an additionsl provision of Bs.16,277,7314- for fall in walue of real estate ook to meet the reguiremants of Cantral Bank
of 5ri Lamia,

022 fieki |

Rs. W1,
MEFERRED TAX ASSET
Batancn at the beginning of the yoar IO, E32,054 370,887, 553
Deferred tax oTfect on acbuarisl gaind (iow) on retirement Benedit obligaticns TEl, 78S {55,199
Balance at the and of the year T 400, A08 HIEE
Deferred tax assets
The amount recognized as deferred tax asset 1 o Tollows:
Property, plast and equipment and intangilile assets {49,372, B07) {54, X34,630)
Hight-of-u=e assets 9. 100,018) (5,950, 202y
Ratirement benefit obligation 0,504,955 7,953,137
Tas \osses carried forward - 141,574,158
Dualifying payment on purchase consideration of amalgamation 125,201,558 184,121,949
Uclaimed impadnmant provision 0,505, 7 78,357 656

371,600, 509 370,533,054

Deferred tax has been detérmined based on the effective tax rate of 4% (2031 - 24%)

Az of 35t March, 302X, the company hid cseried foreard a tax leds amounting to Rx. 1,895, 178,283/- (2021 - Rs, 1,333,152, 574/-) which is
avadable for offsetiing apaimt the future taxable income of the company for & maximum pericd of sis §{05) pears. However, the company has
recognized deferred tax amet on unused tax losses only up to the deferred tax Hatitity as 315t March 03, Accordingly, deferred tax asset of Rs.
Kl (R, 163,574, 1587-) has been recognized from the tax losses carried Terward amounting to R HAl (2021 - s, 583,255 658/

GOODWILL ON ACQUISITRON

There was a presium amounting to Rs. 800,415,748/ - on the amalgamation of fermer Orient Finance PLC with former Dartiest Finance PLE during
the quarter ended 30th June 3015 wiich has been computed as follows:

A=,
Total consideration paid 1, 730, P08, T30
Taotal identifiable net areets L ABD, 504
Tedtal premium L

Brand value

Out of the totsl premium on the aoquisition of fermer Qeient Finance PLC, Rz, £35,B50,000/- was attributed as Brand Value of former Orlent
MMMMMIHHHHMEMHMWMIMMMLHM.

Valuation methodolegy and principal assumptions used for the brand valuatien

Tome approach’ has been considersd for the valuation of brand by the independent professional waluer and the following principsl BEmumptions
wiiie ped.

= Implied reyalty rate - 1,685

- Cosl of equity - 16.54% |rigk Tree rate - 11.08% + eguiity risk premiom - 5% « alpha 5%)
= Torminal growik rate - 1%

= Terminal madtiplier 5.77

Ta delermine appropriate rayally rates dor the trade names, the Independent prodessional waluer has considersd royalty rates avaifiable in the
imternational markets for banking and Finarce relabed bransstrade marks.
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23,

3.2

3.3

GOODWILL ON ACQUISITION (CONTD,..}

Goodwitl

Pursuant to recognition of brand value as described in note 23.1 sbove, the remainder of the premium on acquisition amaunting to R,
64,543, 745 = has been recognised as the goodwill an acquisitian,

Imnpsad renenit

mmwmmmmmmmmmddhrmymmtm the brand value and/or goodwill, A separate
assessment of value in use of brand value and goodwill & not practicable as the future cash flows attsched to the cash gemerating unit
peraining to pre-acquisicion of Orient Finance PLC due to the following reasons:

(3} Dopartments of the two entities have been merged post amalgamation
(b  Certain employees resigned and the remainiag employees took over the responstbrilities af the areas of the employees who left,

Consequently, the management has taken the aparoach of assessing impairment with a combined apgroach of both the brand value and
the goodwll. For this purpose, the management assessed the recoverable amount of goodwill and bramd based on value i use taking
nto cormideration the future estimated cash flows to equity,

Management determingd forecast operating results based on past performance and expectatians for the future. The pre-tax discount
rate wied is 12.05% and the growth rate used to extrapolate cash Mlow projections beyond five years 15 3% per annum. Value in Uss (VL)
Hmﬂhmﬂmﬂmﬂﬂmwhwthuwﬁqm“mm.

The summary of assessments is as follows:

Rs.
Yakue in Use a5 per mansgement's assessment 1,723, 385,850
Carryirg valise of brand value and goodwill BOC, 425,746
Carrying value of tangible assets 2,531,453,589
Tatal eafrying valee (net assets) " 3,331,B70.335 (331,879,315

Since the nrrmmishnthintrluh:{nu?,memmmm:mmﬂedmum“mhwmtﬂmm valug and
goodwill taken together as at 315t March 3013,

OTHER INTANGIBLE ASSETS

As at 315t March Fiilied 2021

Rs. Rs.
Computer software
Cost
Balance af the beginning of the year 62,710,601 11,653,860
Additions during the year - 51,056,741
Balance at the end of the year &2, 710,801 G2, 710,401
hecumulated amortization
Ealance &t the beginning of the year 12,046 481 10,848,385
Amortized during the year 13, 764, 185 1,198,052
Balance at the end of the year 14,810,688 12,046, 481

Carrying amount & at 31st March

17,899,935 50,664,120
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Az at 313t March W o
Rs Ar.
6.  RMGHT-OF-USE-ASSETS
Coit
Dalance at bhe baginning of e year 50,558, 57% 158,074, 2%
Additions made during [he year 12,305,237 13,480,346
Balance at the wnd of the year 112,863,811 190,559, 574
Actumulated amortization
[Balaree al they beginning of the year &1, 350,754 19,183,671
Crarge Tor the yes 15,97, 581 31,207,081
Balance al the end of the year 1,567,735 1,300, 754
115, 45,075 119,167,830
———mamrmmm. s e e
7. IHVESTMENT PROPERTIES
Batance at the Bagincing of Ehe yoar 26,000,002 538,250,000
additions curing th year 23,500,000 50,224,151
Fair value gain oy investment properties 18,650,000 525,49
Balance at the end of the yeer 463,150,007 G2l 000,002
L e L T S P
i1 The detaily of lends amd Buildines
Falr Vaslor as st Falr Value as ot
Methad of Duiliing Arwi Land Exbéml  Fist March 2022 3iat March 2021
Lecatiom and address Valuation Ma of Bulldings {55.Ft) (Porchis) (LN {Aa.}
14, Station Rcad, Matara Markst Sppreach 1 §,400 IrE 118,000,000 130,000,000
1974, Gale Roud, Kalutsra Market Approach i 36,141 1987 184,400,000 183,000,000
Dewila, Faradurs Market Approach a . Al-RY-FI2 3,000, 003 0,000,003
Ird Lasap, Pibsindu Mresdargana  Mariket Approach 1 L6 R1-P11 47,174,000 45,000,008
Mawwtha, Halbarssa, Salambie
Momagama, Kunsduwatithe Wala  Markel Apsvoach . . 14-R3-FI2 19,560,000 38,000,000
Eumbisrg Pellewa
Hatupotha, Dasisylla Market Apprasch - " Ri-Pl2.&2 I, 575,000 2,000,000
Kaluwaripmwa, Katana Matkel dpproach = # & ELPR 1,500,000 3,500,000
Ko, 547, Maigalawaits =
ibtankatiewa, Dambulla “Market apprasch i . 1A-IR 24P 23,500,000 "
Totasl H]{IE 28 (1

NI The amounts recognised is profit or loss for rental iscome from e

Tollows;

il properties and direct eperating espenses ariing from investmest preperiies & as

Rental Inczme from fvestment  Direct operating

properties EXpENSE
Locatlen afid address Mol Burlldings iR, ) .}
14, Station Road, Matara 1 4,000 935.6m0
19714, Galle Aoad, Kalutara 1 10,044,000 B0, A

I7.3  During the year, a praperty mortgage (Land) ameamting to Rs, 23,500,000/ has bees transferred bo bee: comipisy Lo Tully settie the ounstanding balance of Ry,
24,W55,162/-. This transfer f Land has been recogeéned as part of iervEsitment property as of Uhe reporting date,

18, MHEPOSNTS FROM CLSTOMERS

Fleed deposily (Mobe 28.1)
Savings depesits

b1k 0zt

T _ Rs.
150,233,285 8,842,332, 913
54,039,728 50, 558,010

SN e s
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ez i
Ri. R,
DEPOSTS FROM CLISTOMERS {COMTR...)
Pablic depinits B,907 555,m0 B, 178, 155, 628
Imtenest aocroed a2 44T T 165,213,194
Poblic depodts 22 amertized casl 5,153,221, 785 Bofa2, 361,501

R B 006,667, 075 - (2RO/2021 -R56,BE0,497. 833/} of deposts Trom oustomens sre expected to e mabured within @ 13 month period frem (R reparting
dabe, 35E March 1022,

2022 oz
R Bs.
IMTEREST ELARING DORRDWINGS
Institutional borrosiigs (Hobe 29,1 § 1,773,455, 99 1,650,800, 314
Commercial Papers 101,403, 260 -

1,874,559, 25 1,650, 500,338

Hzvnment in institubions] Basrew!ngy

Balance at the beginnieg of the year 2,568, 850,913 2,968,063, 104

Obtained durisg the year 6, 85,119,911 3,044,000,000

Faymests made during the year (3,457 £82. 046} |'.3.41F'.111.m__|-_
Balance balore adjusting for amertized interesn Meote 79.7) 3,735 488, 758 1,568 850,913

Med effect on amortized istenest payable (Hote 9.3 B 50T, 153 _I:_lt k]

Balance al the end of the ywar !lﬂ‘!&ﬂ'l EI‘EIEE

Interest bearing borrowings « Cusrend and non-currant

Payable within e year 1,120,321 ,H4) 1,145,843, 333

Payahile after oo year (125 vears) 1,645,627, 304 504,957, 000

JE:I‘HlHI 2,550, 500,328
Featitutianal Borrowings

Capital Financs coit  Tofal paysbde at
oulifandingas at  payable st af  amortized coit &
Faciliby ameunt 11.00. 3012 1,00, 2012 at 3.03.303F - Tanure of bean

Bank . s, B R, imeraha)
Long-term loans
Uinien Bank PLC 825,000,000 611,500,000 6,531,435 619,002,405 43
Sampath Bank PLC S00,000, 000 56,310,000 4,534, 760 A42, A5, ThD a1
Hatton Mational Bask PLC 500, 000, 050 44,500,000 4,500,345 479,300, 545 a3
Sanata Pevelooment Bank 50,200,000 34,416,040 39, TR 14,715,751 4
Pan Asfa Banking Corparation PLC 100,200,000 10,513,568 149,50 11,083,069 ™
Bamk of Coylon 1,412, 008,000 0405,975 532, 465 596,107 441 14
Cargitls Bani PLC B50, 000, 000 198,732,430 2,154,111 200,847,541 16
#Bert-term loans = Revolving
Hational Development Bask PLC 400,000,000 400,002,000 1,458,288 401,658, 188 Revalving
Sampath Bank PLC V08, (00,000 100, (05,600 0,4k 100, 0,6
Urnigh Bank PLC 200,000,000 200,000,000 1,054,794 0, 854, T4 Rireilving
Pan Asia Banking Corporation PLC 200,500,000 200,000,005 1,950,027 .1 990,027 Revoteing
Securitization
Hatten Matienal Bank PLC 32,000,000 308,611,105 1,506,779 311,209,864 15
First Capital Trusteo Sareices (Private) 3
Limitad 1L, 194, 675 17 SR ETS 1,388,313 45601, 80

3,716,468, 98 14,967,153 1,773, 445,938
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.

4.

3.1

Lz

A5 &1 3151 March

LEASE LIABILITY-RIGHT-OF-USE-ASSETS

Balance at the Beginming of the yesr
Daring the year additions
Intarest charged for the year
Paymevt made during the year

Payabbe within ani year
Payabde after one year

OTHER LAIBILITIES

Vandar payable

Irsurance payabie

&ccrupd expenses and ather payables
faal estate advances

RETIREMENT BEHEFTT QELIGATIONS

Halamce at the beginming of the year

Amant recognized in the o0l comprehensive income (Hote 32.1)

Paymenits during the year
Balance st the end of the year

The amount recognized In the total comprehensiva income i as Follows:

Imterest coat
Current service cost
Actuarial (gain) Mass recognized

Page 50

H0I2 021

[ R=.
104,375,186 117,941,195
12,305,137 32,480,347
3,554,411 11,289,838
[F3,674,667) 167, 3306, 24
Th660, 167 104,375, 184
45,032,760 12,125,850
31,627,207 72,249,334
T bbl, 167 104,375, 186
162,372,115 191,907 480
43,518,469 44,135,171
187,012,614 186,363,072
20,004 B2 12,481,244
514,508,352 434,886,967
10 804,738 47 SHT FLH
597, M5 7,135,000
I1,ﬁ.'|:i|',513] [®,507, -m
44, 103, 980 35 B04 TIH
2,788,012 4,133,008
6,395, 727 3,780 54
(3,303, 144) 230,413
5,978,915 7,125,000

An actuarial valustion of the retirement benefit obligation was carried out as at 315t March 2022 by Actusrial and Management Consultants
[(Pvth Ltd. The company has estimated its gratuity lability as &t 3158 March 2022 based on the forecast ghwen by the actuary wing the

tensus and assumptions & at 31st March 2032,

The prircipal sssemptions used were & fallows:

Discount rate

Future salary increases
Stall turnever factor
Retirement age

2032 2021
15.00% 7.00%
10% EX
15% E Ny
58 years 85 yoars
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311,  RETIREMENT BEMEFIT QBLIGATIOMNS (CONTD...}

1LY Sensithvity of assumptions employed in sctuarisl valuatian

Page 51

Thee following table demonstrates the sensitivity to & reascrably possibe change in the key assumgptions ermployed with all other variables

hild sanstant in the employment benefit Hability measurement,

The sangitivity of the income stabement and the statement of financial pesition 15 the effect of the assumed changes in disceunt Fate and

salary Incrament rate on the prafit or boss ard employment benefit cbligation for the vear.

202152021 103073031
Sensitivity effect on sensitivity effect on
imcome statament income statement
increasef{reduction |incressedf{reducticn)
Increaseidecreass in } i reswlts for the im results for the
diseount rate ncreaieidecrease in salary increment year year
R, Pl
1% . (1,236,124 (978,100
A% = 1,315,963 1,034,673
: 1% 1,523,253 1,158,408
-1% [1,451,666) (1,114,242)
il 2021
Rs, Rs.
3. STATED CAPITAL
Drdinary shares (Hote 33.1) 2,431 879,009 2,431, 879,039
2,431,879, 099 2,431 B39 039
Ha.of shares (Hate 33.2) 211,091,155 211,091,155

33,1 The holders of ordirary shares are entitiod ko receive dividends as declaned Trom tirses ta tme, and are entitted Lo one vobe per share at

meetings of the company.

33.2 Al ordinary shares rank equally with regard to the COmpanty's residual asats,

34, STATUTORY RESERVE FUND

AR the begirming of the year
Transfer during the year
At thee nd of the yesr

34.1  Statutory reserve fund & & capital reserve which contains profits transferred as

Funds Direction Mo, 1 of 2003 (ssued by the Central Bank of 56 Lanka.

35,  REVALUATION RESERVE r

At the begineing af the year
At the end af the year

2032 ek |

s, Rs.
330,437,030 311,080,742
45,299,717 19,356,288
375,736,747 330,437,030

required by Section 3 (b) (i} of Finence Companies Capital

2023 2021

Ri. .
141,120,773 141,120,773
141,120,773 141,120,773
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3a.

3

pL |

ELIE A

M.

RELATED PARTY TRAHRSACTIONS

The company camies oul tranmactions i the ondinary course of the business wikh parties who are defised as related parties acrording to Sri Lanka Accoentisg
Stmadard, LIAS 34 ° Related Pary Dhiclowres”, the details of which are reperied below.

Farent and ultmale controlling party

The parent and vlimate conkrolling party of the company & Sarasaki®d Limiogd,

TranacHom with kay girmank e i

dccording be LRAS T4, “Related Party Disclosures”, lery management parsanee| ane thede hawing the mtherily and respemshility for planning. directing and
cosfrolling the acsibvties of oha entily. Accordingly, the board of direcion: (ecudieg exemetives and non-executive difsctors) and el dmmadlabe Tamily
mamizers have been classifiend as bey management personsal of R cospany.

The compeny bas paid As. 7,500,000/ (2000/2021 «Re. 5,175,000/-) to the disecbors a3 emobements, of which all comerine sheri-tem empleyment benelits and
= post-amploymest benefits have been pald during the year (T020V2021 - Ky, There are ro drect bransactions, arsegements and agreements imelving key
aragoman pecsmnel of the compeny other than disclased In other related party Iransaetisng,

The compary sccapls and helds fieed deponits from key mansgement personnel and thedr relathed is the neemal caune of &s besises and the amount
subitanding on such depasits & at 315t March 2022 & Ra, 30,000,000/ - (20002021 - Rs. 123,250,000/ ).

Dher related party transaction

Tha faliswing bramsctiom have been corried cut with related partie derirg 1he year snded 115 Harch 2012,

Becurfent related pary 1risaction
Aggregate value of
relsted party valus af
Irafractioen. wnbered related party
i Furing the tramaction as
Tinaseclal year o % prow
fricrks rird U Tarm and conditions of the
Cormpimy Relibionship  Habwre of tranisctiom s, iteamo relsied garty tramasctiora
Janashukihi npsrascs PLC Ediliate Raent and utiiny pald [1E,222, 43E) LT &3 per the rest agresments
FPaymenks for Inhuese nssrance ] -1.14%
palicies of Staff e Az pir Use Insararice policies
E=nt income received 1,548,000 .04 A5 per the renl agresmenia
Lile imurance for 48,132 405) 025K
T As per the inusrance policie
Orbrt Cagzical Limited Affliate Retmiursemaint of callesliam an {172,708 0.5 a5 par the agreemends
asipeed debbors
Keeey Momes [Private] Limited  AFMIats Refpayment of loans 1 GEA, 134 .50 A5 par the agresmans
First Capiel Limited APMIaLe Rapaymest of losns 563,000,000 1%. 275 s per the agresmenms
KHL Conparate Sarvicas Limked  Affliste Poryments for secretary fanction 1503,081) 000K A5 pear the agreairangs
First Capiial Holding PLC wifiliate Prefeisional charges for drafting legal |2140,000] 00 A5 per the agreamenis
agresmenty
Jarashakihi Limited Farent Guarantee fee and reimberesemont [724,114] LT As par the agreaments

cf imlary, EPF and ETF

Hon-mcwrrent relsted party trassaction

That company had anitiied Mo fellosisg mon-recurrent related party transactlons which are Balow the specified treashold as given under CSE Dating rules,

Transaction - Saatemenis of Comprehensive income {from 01 Apeil 2021 To 31 Manch 20032)

Walue ef rolated party
traraaction entered dering
As.
Hame af the faleted parties Relatiombip The rationabe for entering into the trasacklon
First Capital Money Marke Fusd AlfLiaLe Wirtisat tsbent show refmburesemant 269,520
CAMTAL COMMITMENTS

The company does not have material capital commiEments oetstanding a5 at the repoming dabe.
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CONTRGERT LEABILITIES

Page 55

The company does not anticipate any contingent liabilites to arising out of any contingent events s at the reporting dvle excepl a8 disslowed beloe

The nland Revenue Depariment has ssued assesaments for Value Added Tax on Mrancial Services samounting to R, 220,179, 2400 Jncluding penalibes of R,

1,307, 847/ <) and the Board of Directors s confidient that there will not be any acditional ta Lability on that.

ASSETE PLEDEGED A5 SECURITIES

The Tallowing assets have Been pledped a3 securities against the long-term and short-term borrowings that hawe been disclosed ender the nobe Ho.29 to the

leancisl Raberents,

Balance

Motureof  Srocerein s o hgrivig
Fusding Institution Muture of Fisets IEahbility Fs.] Inciuded undar
Bani of Ceylon Lase Recefvabile oD A, 257, 87T 50,000,000 Future Renos! Recetvable
Commarcial Bank of Caylon FLE Legie Rirceivable FoD 00,760,555 195,000,000  Fequre Rental Receivable
Haaton Manfonal Bank PLC Leaie Risceivable R 4B, 3%, 460 5,000,002 Foture Rentsl Receivable
Mational Devebopment Bask PLE Lease Reseivable PoD 24,911,309 25,000,000 Future Bental Receivabie
People's Bank Lease Recaivable POb 74,108,067 75,000,000 Fiture Rentsl Becefvabie
Sampath Bank PLC Lease Recaivable POO 74,047,753 75,000,000 Future Rental Receivable
Syl Bank PLC Lease Recelvabie PoD 27,540,200 H5,000,000  Future Rental Recaivabie
[FCC Bank PLE Lease Recalvalila PG 5,284,201 TE000,000 Fuure Rects] Receivable
Cargills Bark PLC mm P 49,938,304 50,000,000 Lien over Sawings AIC Balance
Uinfion Dank of Colombo PLC Lease Recalvabie PR Ab 10, 258 I5,000,000 Fature Rentsl Receivable
Haktom Mational Bank PLC - Trust 03 Lease Ricoivable Securilizption BA10, 108 200,000,002 Future Reiasl Receivable
Hatbom Hationsl Bark PLE « HHE Trast 08 Lease Receivabie Securitizalion 03,005,000 JOL,000,000 Future Remal Recaivable
First Capital Troaduries PLT - Tioat 01 Liase Receivable Securittzation 50,000,000 138,000,000 Fubure Remal Receivable
First Capltal Treasuries PLT - Tiest O3 Gold Lo Beceivalble  Securitization 47,604,875 184,154,675 Fulure Remal Receivabice
Mitianil Development Back PLC Lease Receivable Short Term 0,000,000 400,000,000 Future Rental Aocebvable

Revolying
Pam Asla Banking Cerporatbon PLE Lease Recedvable Short Tenm 100, 000, L0 A, 000 G00  Future Rental Recebwable

Rivalving
Sampath Bank PLC Lease Receivable m 100,000,000 100,000,000 Future Rental Aeceivabl
Union Bank of Colombo PLC Lease Recefvable m::‘m 700,000,000 100,000,000 Futere Rental Receivable
Carglils Bank PLC Lease Recelvable Towm Loan 198, 733,430 630,000,000 Futere Rental Receivabin
Dank of Coylon Lease Receivalile Term Loan S0, 499,978  1,41%,000,800 Futere Rental Rocatvabin
Pan Asia Banking Corporation PLE Lease Receivakle Tewrm Loan 10,591,566 100,000,000 Future Rental Aocadvakie
samgath Bank FLC Lease Receivable Tewmi Loan 438,370,000 500,000,000 Future Rental Receivablg
Linfian Band of Colofmbo PLC Lease Heceivabie Twrm Loan 612,500,000 BI5,000,000 Future Rantal Recedvabls
Sanass Development Bank Lease Hecaivabie Tt Lo 14,4148, 045 50,000,000 Fubwe Rantal Recehasble
Hatton Matiomal Bani PLC Lease Recgivable Term Loan 474,800,000 500,000,000 Fubwre Rental Receivable




QFFEMT FINAMCE PLC Page 56
HOTES TD THE FEHAHCUAL STATEMENTS

#1.

#1.1

4z,
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47,

In this orlingdy eoufie of the busicess, the company entered Inbo trarsactions that resdied in the trerafer of financisl assets to third parties. The
informiation sbove 1804 oul the extent of such tramafers and retafoed imeres) i trasdferred assets.

Thee cospary has transferred future rental recetvable of lease and bire purchides, But has retaieed substantially 2 of the credit risks associated with the
trafferred sssets. Oue to the retention of substantially all the riss and revards on these asseas, the company contimes Lo recognise these asiets within
lease rental recetvable and stock ol on hine,

EVENTS GOCURE | AFTER THE DALANCE SHEET DATE

&l Lanka Is currerily ewperiencing an sconomic crisis due to depletion of Toreign curmency reserves and balance of payments Bsuss. &3 § Pesull, medL
industries, including finance Industry Tace an unprecedented level of challenges for fulure operations and consecuent earsings cver the foresecable
futere, However, the managemess is confident that the compary will b able to seccessfully ravigate through the eriss dus the strong loan portiolio
wiich oomprises malnty on Geld finencing end the prudent dechion making process which Bas ensured Ehi SUTnges oomt mansgement of our operatioes.
The strenglh and the experience of our perent Company i an added comfort to owr organization, which will ensore contireed supgert duriss this
challenging pericd. Therefore, no adjustment is reguired (o the balances reported in these NMnanchal statements.

Other than the shove, no drcumatances have arisen Snce the reporting date which would require adjustments or dicloqure in the financlal statements.
FEMALTIES IMPOSED BY THE CENTRAL BANK OF SRI LANKA

Fisancial istelleigerce Unit of the Cantral Bank of Srl Lanka has imposed & penslty amounting to Bx. 1,000,000/ oo viclation of Financlal Trasasction

Amparting Act No. 06 of 20067 and which had been paid on 215t Dctober 1021 and the Depcalt Insuranee premium Penalty amounting te R B9.8/- paid on
14th March 2002,

COMPARATIVE BFORMATION

mmmmuhmlmurEMHmﬂummummmmm
prasoentatinscassifcation.

DIRECTORS RESPONSBILITY

The Board of Dirgeton it responaible for the preparation and presentation of these Tisancisl statemenis.
MLUSBER OF EMPLOYEES OF THE COWMPANY A% AT THE YEAR END

The number of employees of the company s at 315t Maech 2032 I 495 (2001-441L

CDETERMINATION OF FAIR WALWE AND FAIR WALUE HIERARCHY

For @l Mnascial Instrumants Wwhive fiir values are detormingd by referring to externafly quoted prices or oiservable pricing inputs 1o
independent price determication o walidation & cbtafred. b an Pactive markot, Srect abbervation of a traded price say nol be poabie.
circumstances, the company uses alternathar market information to walidate the finencial instrument’s fair value, with greater weight
m:huh:udﬁfmmumw-ﬂu{lﬂ.

ik

- ]
g

v

Fair valuss are deterined according to the Following hierarchy:-

Level 1t Quotod market price (unadjusted) in an active market for an tdentical Instrament,

Litvnl 33+ Veluation Recheioues based on chserveble inpats, either directly (le. as prices) o Indirectly (le. derwed from Pices), This category
MWMWWMMHMMMM:hmmmHmhIwwW
instruments In markels 1hat are comidered Less than active; or otber valhation techniques where all sigeificant inputs are directly or
indirge ity ohservable from market dats,

Level 3= Valuation technigues uwsing significest unobservable inputs. This categery includes o8l instruments where the valution technique includes
rputs not based on sbaervable dits and the weobservable Inputs have a signilicans affect on the imtrument’s valuation,

The toflowing thble shows an snalysts of fisancial instroments recorded at fair value by the bevel of the fair valug hierarchy,

Lowal 1 Lavel 2 Lavel ¥ Total
R, R, R, Rs.
Financial sty - fair value through sther comprehiensive incsms
Gorermment securities 675,933,843 . - 675, ¥1E, 540
Imvasiments in unquoted shares - 138,600 - 210,605
ImvesirmEents in quoted shares 47,541,306 . - A%, 541, 306

T25,474, 149 130, 00 . 715,704,749
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48, FAIR VALUE OF FIHANCIAL INSTRUMENTS CARRIED AT AMORTISED COST

Thee fodlowing table summarises the carying amounts and the company's estimate af fair valoes of those finencial assets and Habilities not
presented on the company's statement of financial position at fair value. Falr value 15 the amaunt for which an asset could be exchanged,
or a labdlity settled, between knowiedgeable, willing parties i an anm's bength transaction. The fair values in the table below may be
different from the actual amaounts that will be recetved! pasd on the settlement or maturity of the financlal instrument. For certain
instrumesits, the fair value mey be determingd using assumplion: which are not abservable in the markst,

Az at 31 March 2027 2009
Carrying Yalue Fair Value Carrying Value Fair Yalue
{Ra.} {Rs.) (R} {Fs.)

ASSETS
Cash ard cash equivalents 296,435, T35 296,435,735 25,168,509 135,161,509
Loans and receivables to customers 14,125,811,59% 14,12%,811,599 11,447,030, 340 11,447,030,340
Imvestrnents with banks and cther financial 242 480, TIE 242 460, TIR 1,684,600 31,684,600
institutions

1 712 14, 664,712,472 11,703, B76, 449 11,703,876, 445
LIABILITIES
Bank owerdrafts BBO,5T1 b 680,571,641 79,180,458 79,180,458
Depogits from customers 9,204,263,013 9,.304,263,013 8,697, 9460, 503 B,692,940,933
Ingerest bearing borrowings 3 B74 B59,351 3 574,859 251 2,650, 800,138 2,650, 800,328

13,759,683 905 13, 759,693,905 11,422,521, 719 11,422 921,719

Given belaw are the methodologies and assumptions used @ fair value estimates,

Cash and cash equivalents

The carrying amounts of cash and cash equivalents, approcimate their fair value as they are short-term in nature and are receivable on
demand.

investmants with banks and other financial institufions

The carmying amounts of floed depesits with banks and other reverse repurchase agresments, approximate thoir fair value as thoss ane
shart-term in nature, Almost all of these balances have a remaining maturity of bess than six manths from the reportieg date.

Leans and receivables to customers

Fair value of the loans and receivables to customers 15 the present value of future cash flows expected to be recetved Trom such lodins snd
recelvables calculated based on interest rates at the reporting date for similar types of loans and recelvables. The eampany calculated the
fair value of the lvans and receivables to customers based on interest rates at the reporting date for similar types of loans snd
recelvables. Accardingly, fair vatue of such loars does not materially differ fram its carrying value amounting to fs, 14,125,811, 998/,

Bank overdraits
The canrying amounts of bank overdrafts, appraximate thefr fair value as those are short-term in nature.

DeEpodits from customers

More than BTX of the customer deposits have a remaining contractusl maturity of loss than ane year. Custormer deposits with a
mntmuumnmmrﬂm-mmnmywmu.l:}mwn-u-rrmumuplﬂt.hmmﬂ:unﬂmhﬂem:ﬂwmuqﬂm
would not be materfally different to its carrying value as at the reparting date, Therefore, fair value of customer deposits approximates
thedr carrying value & at the reporting date,

Interest bearing barrowings

Interest bearing borrowings include bath the fioed rate and Moating rate borrowings. Floating rate borrowings represant nearly B6E of the
portfolio. Accordingly, carmying value of the floating rate borrowings spproximates their fadr values as ab the reporting date. Rest of the
borrowings has a remaining contractual maturity of less than one year, Therefore, fair value of interest bearing borrowings approximate
the carrying value as at the reporting date,
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4%,

FIMAHCIAL RESK MAHAGEMENT

Risk s the most Emportant factor cordldered in the strategic decision malking process at Orient Finance PLC. Therelore, all
possible risks are praperly evaluated before taking any strategic or operaticnal declsion and the best options which minimize the
risk are chosen. Rish management framework of the compary 15 discussed in detail in this repart. The major categories of
financial risks are;

Credit risk
Liguidity risk
Operatianal risgk
Markel Risk

S b Bk

Credit risk

ﬁ:ﬁtrhhﬁmermnfﬂmmhlmmhmuwWamnmummmminmm irstrument fails to mest its
cantractual cbligations, and arises principally from the compary’s loans and advances to custemers. For risk mansgement
reparting purpeses, the company coniiders and consolidates all elements of credit risk exposures [such as individual cbligar
default risk, country and sector risk),

Management of oredit risk

The Board of Directors has delegated resporsibility for the oversight of credit risk to its companys credit committes, The
company”s Credit department, reporting to the company’s credit comimittes, is responsible for management of the company's
credit risk, including:

I Formulating credit policies in consultation with bBusiness unilts, covering collateral requirements, credit assessment, risk
grading and reporting, documentary and legal procedures and compliamee with regulatory and statutory requiremeant,

Il Establishing the authorization structure for the approval and renewal of credit facilities. Autharization Hmits are allacated

to business unit credit officers. Larger facilities require approval by the companys credit committee or the Board of
Directors as appropriate

Ml Reviewing and assessing credit risk - company's credit division assesses sil cragit exposires in excess of designated limits,
prior to facllities being committed to customers by the business unit concemed. Renewals and reviews of facilities are
subject to the same review process

v Limiting concentrations of exposure to counterparties, Eeng:upm: and industries

¥ Providing advice, guidance and speclalized wills to business units to promote best practices throughout the company in the
managemant of credit rsk

¥l During the sarly stages af COVID-19 Fandemic, the company conducted an in-depth analysis on the probable industries
vmid-rmldgetaﬂeﬂ;ﬁmummledimthnwrm-emlhecmmny‘:hndmpuﬂmn.m;pmadufcmu-wm
SrlLu#u;tuthdmumpﬂmnfdhﬂiﬂtaﬂmﬂmemmmfihndingpwﬂmmnwﬂemwﬁrmm
which in tmmﬂdmmbmﬂlmnfmmmmmmﬂwﬁﬂlhhm.Tr::mwyiicwhuhle
With the exsting compasition of its loan portfolic and continuous monitoring activities are being carried out to avodd
sccumulation of exposures to risky economic segments,

Repular sisdit of bisiness units ard the compary's credit processes is evaluated by inbernal audit,

A5 at 31 March 20332 021

Loans and advance to customers R Rs
Carrying amount &t amortized cost

Individually significant impaired Ioans and advances (Note 49.1.1) 292,321 3,142,569, 589
Unimpained loans and advances (Hote 49.1.2) 11,213,499 828 B, 304,460, 751

14,125,811, 99% 11,447,030, 340
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44,

48.1.1

4%.1.2

As at 31 March

FIHAMCIAL RISK MANAGEMENT [CONTD..}
Individually sigrificant impaired loans and advances
Dross receivable

Altpwance for impakrment

Individually skgnificant impaired loans and advances
Unimpaired loans and advances

Gross recefvable

Altowance for collective impairment

Carrying amount of unimpalred loan advances

Write-aff palicy

Page 59
1012 2021
s Rs

3,382,251 486 3,836,781, 884
{469,939,315) (694,212,295)
2,912, 12,171 1,142,569,589
11,680,054, B5% 8,652 411,355
(466,557,071 ) (347,950, 604)

11,213,499 128

&, 304,460,751

The comparry writés off a loan or an investment debt security balance, and any related allowances far impairment losses, when
the compamy's recovery division determines that the loan or security is uncollectible, This determination is made after
considering the information such a3 the ooourrance of significant changes in the bormowers/ jssuer's fmancial position so that the
borrower/ issuer can no longer pay the obligation, or that the procesds from collateral will nat be sufficient to pay back the
entire expasure. For smaller balance standardized loans, write-off deciions generally are based on a product-specific past dus

slatus,

Concentration of credit risk

The comparty menitors concentrations of credit risk by sector and by geagraphic location,

An analysis of concentrations of credit risk from |oans and sdvances and investment securities at the reporting date is shown

elaw:

Product cancentration

Pewiicy 2022

Recrivahiz

19k

Ti%

Retetvabili
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48,2

FIMANCIAL RISK MAMAGEMENT (COMTD...)
Liguidity risk (Centd...}
Managemant of liquidity risk (Coentd...)

The daily liquidity position s monitored and regular liguidity stress testing canducted under a variety of scenarios covering both
the nermal and mare severs market conditions. All liguidity policies and procedures are subject to review and approval by ALCO,
Daity reports cover the Liguidity pesition of the company and branches. A summary report, including any exceptions and remadial
action taken, is submitted regularly o ALCO which in turn subimits monthly surenany to the Baard,

The company relies on deposits from customers and bank borrowings s its primary sources of funding. While the company's debt
securities and subordinated llabilities hawve maturities of over one year, depasits from customers generally hawve sharter
maturities and & large proportion of them are repayable on demand, The shart-tenm nature of these deposits increases the
company’s liquidity risk and the company actively manages this risk through maintaining competitive pricing and constant
monitaring of market trends and malntaining unutilized credit Hnes,

Exposire to lguidity risk

‘I'hel:-eymweutﬂwu-cmmmyrwmumumuldiwﬂﬂ:hmemﬂuﬂnﬂﬂmﬂdnmumdepmmhmnm. Far
this purpose, net lguid sssets are considered as including cash and cash equivalents and investment grade debt securities far
which there is an active and liquid market less any deposits from banks, debt securities issued, other barrowings and
cammitments maturing within the fallewing month. A similar, but not identical, calcudation s wed to measure the Company's
complisnce with the Hguidity limit established by the company's lead regulatar, CBSL. Detalls of the reported company ratio of

met liquid assets to deposits from customers at the reporting date and during the year were as follows:

P 2011 2021
(5.} Rs.])
Thme deposits ,150,223,285 B 642,302 922
Saving deposits 54,039,728 50,558,011
Unsecured borrowings 169,948, 000 6,172,000
Available liquid assets 1,214,833 316 1,039, 757,323
Cash in hand 230,339,894 138,317,736
Balances in current accounts (Tavourabie) 66,099 841 B, 843,773
Depmaits in commencial banks ™ 242 480,738 3, H8,400
Approved securities 675,932,843 782,877,214
Awverage month-end deposit Habilities 8, 764,108,000 9, 508,451,000
Average month-end outstanding borrowings 0930, 000 1,093, 273,000
B,785,118,000 10,681,924,000
Reguired minimum amewnt of liquid assets Quid, 123 DA BTL,439,194
10% of fixed depasits 915,022,128 Bbd, 230,292
15% af savings deposits 8,105,959 7,583,102
10% of unsecured barnewirgs 16,994,800 617,200
Required minimum ameunt of approved securites 6458, 883,850 518,302,081
Period 1/4/2021 to 31/03/2022, fixed deposit 7,5%, borrowing 7.5% and savings
deposit 10%
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FIRAHCLAL RISE MAHAGEMENT (COMTD...)
Management of llquidity risk (Contd_.)

HMaturity analysls for fMnancial abdlities
Cantractual maturity of the assets and the liabilitles of the camparty & disclosed in the note 37 ta the Tinancial statements.

To manage the liquidity risk arising from financlal Uabilities, the company holds lquid assets comprising cash and cash
equivalents and inwestment grade investment securities for which there is an active and liquid market. Thess msets can be
readiby sald to meet Liguidity reguirements.

Cperational rlsks

Operational risk (s the risk of direct or Wndirect Lass arising from a wide variety of causes assoclated with the company's
involvement with financial instruments, including processes, personned, technelogy and infrastructure, and fram external factors
ather than credit, market and lsquidity risks such as those arsing from legal and regulatary regquirements and generally accepbed
standards of corporate behaviour. The company's objective i to manage operational risk so s to balance the avoldance of
financial losses and damage to the company's reputation with overall cost effectivenass and to avoid control procedures that
restrict initiative and creativity,

E'J"E'Hlf'ﬂ'-'ITU'I-mwﬂirhdld’i!!#Hdhhmwm:ﬁLmNﬂuﬂhWMLm“
discussed with the management of the business unit to which they relate, with summaries submitted to the audit commitbes and
sefilor management of the company.

Capital Management
The compary manases its capital base to comply with regulstery capital requirements and to maintain & sotid fund base,

CBSL has set minimum capltal requirements for the finance companies as discussed below:

Tier 1 Capital, which includes stated capital, perpetus! bonds (which are classified as innovative tier 1 securities), retained
eamings, translation reserve and ned-eentrolling interests after deductions for poodwill and intangible assets, and other
regulatory adjustrments relating to {bems that sre included in equity but are treated differently for capital adequacy purposes:
and

Tier 2 Capital, which includes qualifying suberdinated liabilities, collective impairment sllowances flimited to those credit
portfolios where the standardized approach is used under Basal i) and the element of the fair value reserve relating to
unrealized gains/losses on equity instrumants messured at fair value through other comprehensive income,

According to these regulations, the minimum capital requirement under Tier 1 s 6.5% of the total risk weighted assets and Tier 2
is 10.5% of the total risk weighted assets.

The company's Capital Adequacy Raties as at 31 March 2022 were 11.03% (2021 - 9.71%) and 12.02% (2021 - 11.13%) far Tier | and
Ther Il respectively,

Market Risk

Market risk & the risk arising from fluctuations in market variables such as interest rates, foreign currencies, equity prices and
gold prices, As the company's operations imvolve granting accommodations, accepting deposits and obtaining funding facitities,
the movemnents in nterest rates constitute the most impartant markat risk to the company,

This risk is reviewed periodically by ALCO and by the Integrated Risk Management Committes,
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FINAHCIAL RISK MANAGEMEMT (CONTD_}

Market risk (contd_...)

Market risk Is identified by the company as the possioifity of loss to the company caused by changes in the market wariables,
Market risk mainly includes interest rate risk, liquidity risk, foreign excharge rsk and country risk.

Interest rake risk

Interest rate rlltI!tl'h!pntﬂﬁl‘.iﬂhqalhﬁhmmthtnethwﬁthmbhfdmﬂtlmmmﬂhﬂuﬂmm
profitability of the company. The movements in interest rates ane exposed to Muctuations in Net Interest Income (HIT) and have
the potentlal to impact the underlying value of Interest earring assets and interest-bearing liabilities and off-balance shest
ftems., 1!1|ma1rrtwusm‘mﬂtnh+dduhqwmwIim}mﬂm;rereplﬁngrhh,ﬂddmrhhindbmmh.mmHnr
does nat have variable interest rates and all Tfacilithes granted ane on fied interest rates. The gichal outbreak of the COVID-19

pandemic has resulted fin consecutive reductions in palicy rates and monetary easing policies by the Central Bank of 5 Lanka to
encourags banks and finance companies to reduce the lending rates,

When all bormowings and lending are done on fixed rates the net interest margin is affected due to the following reasons:

Maturity mismatch/GAP

O of the majer concems in financial business i the maturity mismatch, where the average loan period is aver 2 years whilst
the average deposit period Is less than one year. Hence, where the interests are on an increasing trend the company's net
interest marghn will reduce.

Please refer note 37 to the financal statements for the maturity anabysis.

Re=Investrent risk

These are uncertainties with regard Lo the interest rate at which the future cash flows could be re-invested. On an increasing
trend, this would be benaficial foer the carpamy,

Hat Interest position

When the market rabes are on a downwand trend and the company's eaming assets are higher than its Uabilities, the fisk of fet
Interest position Falling s high.

Liguidity risk .

Liquidity is the ability to efficiently accommodate deposits as reduction in liabilities as well and to fund the loan growth and
poasible funding of the off-balance sheet claims, Liquidity risk arises through maturity mismatch of loans aned depasits.

'l'r-unmnpqm-m:slderaumu.tmhﬂwmuﬂwupummmdhuadupudadt:lplhmdwmmmhuﬂuﬂm
setting up of company-wide spend control and cash management measures far preserving and increasing liquidity, particulary
on sccount of the impact of COVID-19,

Forelgn exchange (FOREX) and country risk

FOREX is the risk that finance comparies may suffer loss as a result of adverse exchange rate movements, Country risk & the
risk that arises due to cross border tramsactions. The uncertainty caused by the COVID-19 pandemic could Lesd ta incroased
pressure on the tocal currency resulting in higher foreign exchange rish. However, since Orient Finance PLC does nat have any
foreign borrowlngs or foreign tramsactions everseas except for Oracle financiaks licensing fee; the company concludes that COVID-
1% impact on FOREX i not substantial on the company to conduct in-gepth analyiis, However, there is a stight impact when
budgeting for this cost. The above risks are triggered by the treasury operations,




