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P. O. Box 186, Internet  : www.kpmg.com/lk

Colombo 00300, Sri Lanka.

30 October 2019

The Board of Directors

Citizens Development Business Finance PLC
No.123

Orabipasha Mawatha

Colombo 10.

Dear Sirs,

ACCOUNTANTS' REPORT FOR INCLUSION IN THE PROSPECTUS OF CITIZENS
DEVELOPMENT BUSINESS FINANCE PLC

This report has been prepared for the inclusion in the Prospectus issued in connection with the Public
Offer of Rated, Subordinated, Unsecured, Listed and Redeemable Debenture of Rs. 500 million, with
an option to issue up to a further Rs. 500 million in the event the initial Rs. 500 million debentures are
oversubscribed and with a further option of issuing up to Rs. 250 million of said debentures in the event
the further Rs.500 million debentures are oversubscribed.

We have examined the financial statements of Citizens Development Business Finance PLC ("the
Company") for the financial years ended 31 March 2015 to 31 March 2019, included in the prospectus
and report as follows.

1. INCORPORATION

Citizens Development Business Finance PLC ("the Company") is a public limited liability company
incorporated on 7th September 1995 and domiciled in Sri Lanka. The debentures of the Company have
a primary listing on the Colombo Stock Exchange. It is licensed by Monetary Board of the Central Bank
of Sri Lanka to provide vast range of financial services under the Finance Business Act No. 42 of 2011
and also registered under the Finance Leasing Act No. 56 of 2000. As per section 487(2) of Companies
Act No 7 of 2007 the Company has been re-registered. The registered office of the Company is situated
at No. 123, Orabipasha Mawatha, Colombo 10.

Principals - S.R.L Perera FCMA(UK). LLB, Atomay-at-Law, H S Goonawardena ACA
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2. FINANCIAL STATEMENTS
2.1 Five Years Summary of Financial Statements

A summary of Statement of Comprehensive Income, Statement of Financial Position, Statement of
Changes in Equity and Statement of Cash Flows of Citizens Development Business Finance PLC for
the years ended 3 1% March 2015 to 31% March 2019, based on the audited financial statements of the
Company are set out in Annexure 1.

Summaries presented for Operating Results, Assets, Liabilities and Shareholders' funds for financial
years ended 31* March 2015 to 31% March 2019 are based on the financial statements prepared in
accordance with SLFRSs and LK ASs.

2.2 Audit Reports

We have audited the financial statements of the Company for the years ended 31% March 2015 to 31*
March 2019. Unqualified audit opinions have been issued for the said financial years.

2.3 Application of Accounting Standards and Accounting Policies

The financial statements of the Company for the financial years ended 31* March 2015 to 31 March
2019 complied with the applicable Sri Lanka Accounting Standards.

The accounting policies of the Company are stated in detail in the audited financial statements of
Citizens Development Business Finance PLC for the year ended 31* March 2019. The adoption of
revised/new accounting standards and a summary of related amendments to the accounting policies of
the Company from financial years ended 31* March 2015 to 31* March 2019 are given below.

Financial Year Adoption of revised Accounting Standards and related changes in
Accounting Policies
31° March 2015 The Company has adopted the following new standards and amendments to

standards, including any consequential amendments to other standards, with the
date of initial application of 1** April 2014.
(a) SLFRS 10 -Consolidated Financial Statements
(b) SLFRS 12 -Disclosure of Interests in Other Entities
(¢c) SLFRS 13 -Fair Value Measurement
(d) Disclosures - Offsetting Financial Assets and Financial Liabilities
(Amendments to SLFRS 7)
(e) Presentation of items of Other Comprehensive Income (Amendments to
LKAS 1)

The nature and the effects of the changes are explained below:
Fair Value Measurement

In accordance with the transitional provisions of SLFRS 13, the Company has
applied the new definition of fair value, prospectively. The change had no
significant impact on the measurement of the Company's assets and liabilities,
but the Company has included new disclosures in the Financial Statements which
are required under SLFRS 13.

Offsetting Financial Assets and Financial Liabilities




As aresult of the amendments to SLFRS 7, the Company has expanded disclosure
about offsetting financial assets and liabilities

Presentation of Items of Other Comprehensive Income

As a result of the amendments to LKAS 1, the Company has modified the
presentation of items of other comprehensive income in its Statement of Profit or
Loss and Other Comprehensive Income, to present items that would be
reclassified to profit in the future separately from those that would be never be.
Comparative information has been represented on the same basis.

315 March 2016

There were no material changes.

31% March 2017

There were no material changes.

31% March 2018

The Institute of Chartered Accountants of Sri Lanka issued a new Sri Lanka
Financial Reporting Standard which became applicable for the annual financial
periods beginning on or after 1* January 2018. The Company has early adopted
the SLFRS 9 “Financial Instruments” with the date of initial application of 1%
April 2017. The nature and the effects of the changes are explained below:

Classification and measurement of financial assets and financial liabilities

SLFRS 9 — “Financial Instruments” contains three principal classification
categories for financial assets: measured at amortised cost, fair value through
other comprehensive income (FVOCI) and fair value through profit or loss
(FVTPL). The classification of financial assets under SLFRS 9 —“Financial
Instruments” is generally based on the business model in which a financial asset
is managed and its contractual cash flow characteristics. SLFRS 9 - Financial
Instruments” eliminates the previous LKAS 39 — “Financial Instruments:
Recognition and Measurement” categories of held for trading, held to maturity,
loans and receivables and available for sale. Under SLFRS 9 — “Financial
Instruments”, derivatives embedded in contracts where the host is a financial
asset in the scope of the standard are never separated. Instead, the hybrid financial
instrument as a whole is assessed for classification

Impairment of financial assets

SLFRS 9 — “Financial Instruments” replaces the “Incurred Loss” model in LKAS
39 — “Financial Instruments: Recognition and Measurement” with a forward-
looking “Expected Credit Loss” (ECL) model. The new model applies to
financial assets that are not measured at FVTPL, including loans and receivables,
and all other debt securities. ECL does not apply to equity investments and need
to be measured at fair value.

Hedge accounting

The new general hedge accounting model in SLFRS 9 — “Financial Instruments”.
This requires the Group to ensure that hedge accounting relationships are aligned
with its risk management objectives and strategy and to apply a more qualitative
and forward — looking approach to assessing hedge effectiveness. SLFRS 9 —
“Financial Instruments” require extensive new disclosures in particular about
hedge accounting.

The general hedge accounting requirements of SLFRS 9 - “Financial
Instruments” retain the three types of hedge accounting mechanisms in LKAS 39
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— “Financial Instruments: Recognition and Measurement”. However, greater
flexibility has been introduced to the types of transactions eligible for hedge
accounting, specifically broadening the types of instruments that qualify as
hedging instruments and the types of risk components of non-financial items that
are eligible for hedge accounting. In addition, the effectiveness test has been
overhauled and replaced with the principle of an “economic relationship™.
Retrospective assessment of hedge effectiveness is no longer required.

31% March 201

9 There were no material changes.

2.4 Dividends

The Company has paid the following dividends in respect of Ordinary Shares during the years ended

31 March 2015

to 31% March 2019.

Year ended | Dividend | Dividend
31* March Paid per share
Rs. Rs.
‘000
2015 190,068 3.50
2016 190,068 3.50
2017 190,068 3.50
2018 271,526 5.00
2019 339,408 5.00

The dividend has been paid Rs.2.50 in the form of cash dividend and the balance Rs.2.50 in the form
of scrip dividend for the year ended 3 1% March 2019.

Yours faithfully,

|4rerss

Chartered Accountants

Colombo




Annesure |- Five YVear Summary

Citieens Development Business Finunce PLC
Fimwneial Fertormanee

For ihe vear ended 3150 March

Lross ineomy
Trrodin helore tan

Income 1ax expense

Frodit for the vear
Towah other comprebensive mcome
‘Total comprehensive income for the vear

Citizens Development Business Finanee PLC
Statement of Financial Pesition
Asat 318t March

Assels

Cash and cash equivalents
Financial asscis measured at Tzir value through profit or loss (FYTPL)
Loansand recervables 1o banks
Deposits with financial institulions
Loans and receivables to customers.
Other investment securities
Investment m subsidiaries
Investment property

Property. plant and equipment
Intangihle assets

Goedwill on consolidation

Cither pssets

Total assets

ve financial liabilities
Deposits from cusiomers

Dbt securities issued

(ther interest-bearing bomowings
Current tax liabilities

Deferred tax liabilities
Retirement benefit obligation
Other liabilities

Total lahilities

Equity

Stated capital
Reserve fund
Retained earnings
Total parent company sharcholders” equity
Mon-comrolling interests

Total equity

Total liahilities and equity———
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Five Year Summary (Continued)
Citeens Development Business Finance I'LOC
Statement of Changes in Louity (Company )

Halance as a1 1st April 2004
Frofit for the period

Other Comprebensive Income

Kemeasurement of defined benelit Babiliny (assen)
Mot sctuarial gain or loss of defined beselit plan
Expected rewm of plan assers

Fair value reserve {available for sale financial assets)
WNet change in Tair value
Revaluation surplus of lands

Transaction with equity holders of the company contribution and distributions
Dividend to equity halders for the vear- 2013/14

Net transfers during the period

Balance as ai 31 March 2015

Balance as m 15t April 2015

Prodit for the period

Other Comprehensive Income

Remeasurement of defined benefit lnbilitvi{asset)
Met actuarial gain or loss of defined benefit plan
Expected return on plan assets.

Fair value reserve (availsble for sale financial assets)
Met change in fair value
Surplus on revaluation of lands

Transaction with equity holders of the company contribution and distributions
Dividend to equity holders for the year- 2014/15

Net ransfers during the year

Bulunce as at 31 March 2016

Balance as a1 Ist April 2016

Total comprebensive ineome for the year 2016717

Profit for the year

Other Comprehensive Income (Net of tax)
Remeasurement of defined henefit liability/{asset)
Met change in available-for-sale financial assets
™et change in revaluation surplus

Total comprehensive imcome for the year 2016/17
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Five Year Summany (Contimuel)
«
statement of Changes in bguoity (Cempany )

'ns Development Business Finanee PLC

Tl comprehensive income for the vear 200617 (Continued)
Transaction with equity holders of the company
Dividend 1o equits holders for the vear - 20152016

Mt s fers durimg the period
Total transactions with equity holders
Halance as @it 31 March 2007

Balance asat 15t April 2017
Impact of adopting SLFRS @ - “Financial Instruments™ as at 1 April 2017
Restated balance as s 15t April 2017

Total comprehensive income for the vear 201718

Profin for the year

{Hher comprehensive ineome for the year (et of tax)
Remeasurement of defined benefit labilite/{(asset)
Increase in revaluation surplis
Deferred wax on revaluation surplus

Tutal comprehensive income for the year 2017/18

Transaction with equity halders of the company contribution and distributions
Dividend 10 equity holders for the year - 201617

Net transfers during the period

Total transactions with equity holders

Batance as at 31 March 2018

Ralance as at 15t April 2018
Profit for the year

(Orher comprehensive income for the year (et of tax)
et change in revaluation surplus
Increase in revaluation surplus
Less ; Deferred tax on revaluation sumplus
Wet actuarial gain(loss) on defined benefit plan
Tutal comprehensive income for the year 201819

Transactions with equity holders of the Com pany
Dividends to equity helders for year- 2017/2018
Net transfers during the year

Total transactions with equity holders

Balance as at 31 March 2019 e
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LIBS.062 431,995 - 1320873 4213469 7.152.399
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1,183,062 432995 - - 1,320,873 4,213,469 7.152.39¢
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- (56.225) - - - (56.225)
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Five Year Summarny (0

)
Citizens Develspment B s Finance PLOC

Stuterment of Changes in Eguity (Group)

Halance ws ot 81 April 2014
Brofin for the vear

Dther comprebensive income fur the year

Kemeasurement of defined benefin liability Lasset)
Met actuarial gain of foss of delined benefin plan
Expecied reium of plan assel

Fanr value reserve (avarlable for sale financial assets)
Net ehange in fizir vabue
Revaluation surpls

Transaction with equity halders of the company
Dividend 10 equity holders for the year - 2013/14
Acquisition made during the vear

Net transfers during the year

Balance as ut 31 March 2015

Balance ax at 1st April 2005
Total comprehensive inceme for the year 20152016
Profit for the year

(riher comprehensive inenme for the year (net of tax)
Remeasurement of defined benefit liability/{assct)
et change in available-for-sale Tinancial assers
Net change in revaluation surplus

Total comprehensive income for the year 200516

Transaction with equity holders of the company contribution and distributions

Dividend 10 equity helders for the year - 2014/2015
Net transfers during the year

Changes in non-controlling inferests

Total transactions with equity holders

Balance as at 31 March 2016

Balance as at |51 April 2016

Total comprehensive income for the year 2016/17
Prafit for the vear

Other comprehensive income for the year (net of 1ax)
Remeasurement of defined benelin liahility/(asset)
Increase in revaluation surplus
Net change in available-Tor-sale financial assets

Total comprehensive income for the year 200617
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Five Y ear Summary (Continued )
Citizens Development Business Fimanee PLO
Statement of Changes in Bguity (Group)

Transacii
Dividend to equity hobders for vear - 2005716

with cuity halders of the company

Net transters durng the year

Changes in non-controlling interest
Tl transactions with equity holders
Balance ax a1 31 March 2017

Balarice as a1 151 April 2017

Impact of adopting S1FRs @ - “Financul mstruments” as at 01 April 2017

Restated halance as ot Ist April 2007
Total com prehensive income for the year 20072018
Prafit for the vear

(nher comprehensive income for the year
Met change in revaluation surplus
Imcrease in revalustion surplus
Less: Deferred tx on revaluation surplus
Met actiarial gaind boss) on defined benefit plan
Total comprehensive incame for the vear 2007/18
Transactions with equity holders of the company
Dividend wo equity holders for the vear 2016/2017
Transfers during the vear
Total transactions with equity holders
Balance as at 31 March 2018

Balance as at st April 2018
Totul comprehensive income Tor the year 2018719
Profit for the year

Other comprehiensive income for the year (net of tax}
Met change in revaluation surplus
Increase in revaluation surplus.
Less - Deferred tax on revaluation surplus
Net actuarial painloss) on defined benefit plan
Total comprehensive income for the year 201819
Transactions with equity holders of the Company
Dhwidends to equity holders for vear- 20172018
Transfers during the year
Total transactions with equity holders
Balance as at 31 March 2019
*Brackeds indicate negarive numbers

Nom-
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- (108,749 - - 1443556 1335107 5271 1,340,378
. - - - - {190.068)  (190.068) (201)  (190.269)
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Five Year Summary (Contineed)

Citizens Development Business Finanee 1'LEC
Statement of Cash Fliwsy
Year Emded 318 March,

Cash flow from aperating activities

Iscrest reewis

Comimission receipts

Chbwr income

Interest pavmens

Fees and business promotion expenses

Employees related payments

Supplicrs paymen|

Financial expenses

Operating profit belore changes in operating assets

{Inerease) s Decrease in operating assels
Investments in financial instinnions

I in Lioveriment i

Wet funds advanced 10 customers
Changes in ather shont werm assets
Changes Inveniorics

% rease) in operaiing Fahilifies
Met borrowings
Ne deposins from customers

Net cash (used in) penerated from operating activilies
Contribution 1o plan assets
Taxation

Cash Mow From investing activities

Dyividend receipis

Investment in other investment securities
Investment in queded shares « AFS

Nl investment i debentures

Purchase of property, plant and equipment

Proceeds from sale of property, plant and equipment
Invesiment in subsidiary

Net cash inflows [ (outflows) investing nctivities

*Brackets indicare negative

Company fernmp
amseory | 208 T ozeieaeT | anseein | wedims | [ 2asane | zninans | 2ulezell | Inisans | 2eaans |
Ra. Rs. e Ky e s s Hs. e K.
‘i "Ik iy " ‘b "k i ‘o iy DM
14,6001 470 1007 1310 753230 .60 1 50 6297268 630,161 10.331.714 G067, 798
177,240 354773 RS 172003 2B 11K IR60TH 145,623
1.424.025 1.126.899 Th5 LR 271977 446,721 1,178,335 LRI 72013
(5. 7088433 (29284551 (3363411) (B938.263) (ETB4HOT) (4,740,024 (2031642 (3369414
(99,164 ) 7036 1114.995) (68, 183) {550,007) (99,364 (80,473) (115,503 68.183)
(1.007,190) (K42, 787) [675,738) {558,874 (1367125 (Li6447) (86:5.068) [LES ] (558.914)
(LO99.450)  (1.051,730) {1L622318) (h72.689) 11,907,487 (LI234RT) (1079705 {1.620.6404 (BROGET)
(21.183) 1277681 (18357 {13471 (763870 1343349 {27.497) (18,6201 (15471
3616952 1523161 LIMILERE 2,062,621 3438741 3767500 1.567,953 20H3 040 079,349
(5.5996, 1 88) (435,156)  2.020.76) 319549 T71.956 (5,906, 188) (455.156) 2.062.075 330540 Bi3 31
(28.877) (The631) (17.737) (2.704,808) (486,561) (79415) (721.381) (177.737)  (2.802,062) (492,517
(10.675.989)  (16001,860) (48284111 (9559.510) (4,131,430 (12,172.504)  (16.900,485)  (5,125.891)  (9.515890) (4,015.683)
(387.363)  (1L045,178) 241.336) 1202,043) 4118 (407.076)  {1.134,795) (248573) 1205,476) 7.950
(17.164) 7.952 (103.843) (14.483) (Ri.016) (171641 1.952 (103,843 114.483) i83.004)
(13.964.229) (145869210 (15074051 (10200.49%)  (1.861312) 115.233.666) (15436260} (1LT26017)  (10.024,717)  (1.690,185)
9.758.545 3.683,083 (344,668) 7316946 00,876 11,070,188 4.520.347 (45.529) T.241.933 540,847
2331003 1 1.628.396 1.742.182 335231 2.4R0.778 2.331.003 11,627,538 1.742.182 3268901 2.480.778
12059548 15311479 1397.514 HLGT0.I7T 181654 13400191 16153885 1.696.653 10510834 10216258
(1E74681) 714.558 109891 4608681 1.320.342 (1.832,475) 717616 (29.364) 386,117 1331 440
{1 BILOM} - (90,273} (61.765) (1749.785) { TRO.000) - (90,273) 61.765) [179,785)
Z (39,709} (85.439) (77.985) (43,372) {2.025) (42.647) 197.421) (S0214) (44.364)
(2,054.651) 654,549 (283.603) 329,930 147,185 (2.014,500) 674,959 (217057 4.1 1,107,258
38,041 20,411 16,428 11,639 9,064 38874 21,129 16,882 11,693 9,064
1,157,443 {176.343) (44,236} {80,730 - 1,157,443 {176,343) (44.236) (807307 -
5 i (43,006} (71,500 2 . ) 43,006} {76.500) .
- - - - 5102 - = - - 5,102
(393,954) (360,797) (117.236) (143,508) (528.219) (399454) (403,600)  (135,561) (144,025) (331,351)
5,559 6.000 1,025 27,752 123 3.559 6,000 11,025 11752 123
- . - (BL172)  (425.000) - - - - (425,000
R0749 (540,729) {177.015) {33860 {935,930} Ri2422 1552.904) (144.896) (2005400 (942,061)




Five Year Summary (Continoed)

Citipens Development Business Fimanee e
staterent ol ash Flows (Continued )
Year Ended 311 March.

Cash New from Anancing activities

Dividend paid

Net change in debentures

Net cnsh inflow foutNows) Tram fnancing activit ies

Net increase ! {1ecrease) in cash and cash cquivalints
Cash and cash cquivalents ol the beginning of the vear
Cash and cash equivalents at the end of the year

Cash and cash equivalents at the beginning of the year
Cash a1 bank and cash m hond

Rank overdrafl

Cash and cash equivalents at the end of the year
Cash at bapk and cash in hand

Bank overdraft

*Brackets indicate negerive mumhers

A v g
[zmsmom [ 200708 [ ameani7 | 2nsame [ zoaams | [ 2082010 AR | 2nie2017 | 20182016 | 20142018 ]
M M. M 108 K (T8 e, M R, Hs.
‘0 R “fatifh "[HMY Wi i) ‘m KT R i
12708261 {190,068 (1908048 i 1LIGE ] P162.916) (3773314 (160.264) [REIE L2101 (190,008 {162 E16)
[RULREITY 3 05, AN (KT . (1 2K5.852) CION.S50) 24005407 1011 Ak E (128.852)
(372076) 141530 HiE428 (1EHLD6Y | (191.767) (37HA81) 1815133 534602 (190.065) (291.667)
{461 9.608 | 1959454 ATHENON {198.748) (133.512) [RELRELT 1.937.198 427648 (217.82%
2.205.081 245.627 (133,171 h8.573 199,087 2233378 Jods. | Bl EIR ] #3600
S85413 3.305.081 243627 (133.173) 08575 643219 2233378 296, 1511 1131469}
1974825 454.061 313.3%4 462555 3,008,663 507020 724,789 1 465,891
(768744} (208.434) (8255240 (47.819) [263.468) (BikG.285) (20,8400 (861.258) 1247.998) (263.468)
2,205,081 245.627 (133.173) h5STR 1949087 1,233378 296180 (131.469) S 36l 02402
1093874 2974.825 454,061 722331 3133 1.189.251 1,039,661 507,020 Ti9,789 321,426
(508.461) (769.744) (208434 (855,524 (247817 (546.032) (B0AZES ) (210,840 (BA1.259) (245,442}
ENE413 3305081 245617 (133.173) 65578 643219 2,233378 206,180 (131469} 75964




¢ Year Summary (Continued)

Citizens Development Business Finanee PLEC

Performance Dugdicators (€ onpany)

Retum on Averape Assels

Hetm on Averase Lauits

Inceme Larowih

Drividendds Cover

Properts. Plan and equipment 10 Sharcholders 'Funds
1 otal Assets 1o Shoreholders Funds

Total Depesin Liabilies o O apital
Capital funds 10 iahilities (incloding contingent labilities)

Iiquid Assets 1o Liahilities

Share Information
Market Value per Share
- Voting

- Non Voting

Earnings per Share
Dividends per Share
el Assets per Share

Other Information
Mumber of Branches
Number of S1afl

* Brackets indicate megorive mimbers

Fimes

W
Times
[

%%

&.-

"o

LKR
LKR
LKR
LKR

[201mina]

1%] 20162017 [ 208

207%

71
al.l
3149

159.57

m
1618

-}

JE3T%
1056
265%
1.73%

10,29%

840
T4
258

13171

T
1,588

1.93%
1783
14765

&

29.47%

B
363%
a8
9.75%

64.20
4810
18,33
350
11493

1,439

1] A
E38%
3181%

1
384t
el
14.62%

o [ 2mim2014 ]

1 St
174
102

8500
7190
§25

59
1,167




