
CITIZENS DEVELOPMENT BUSINESS FINANCE PLC 
Audited Financial Statements for the Year Ended 31 st March 2022 

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME STATEMENT OF FINANCIAL POSITION 

Revenue 
Interest Income 
Interest e ense 
Net interest income 
Fee and commission income 
Other o ratln Income 
Total operating income 
Less: Im airmen! char es and other credit losses 

11,415,296 

7,594,743 

9,340,292 
II 

Assets 
Cash and cash equivalents 
Financial assets measured at fair value through profit or loss (MPI.) 
Derivative financial assets 
Loans and receivables to banks 
Deposits with financial institutions 

I 

2,023,974 
148,685 

1,121,320 
240,435 

8,292,576 

2021 
Rs ·ooo 

2,090,509 
160,639 
198,046 

2,966,711 
3,003,275 

Net operating 10,220,151 7,918,792 Loans and receivables to customers 78,725,310 75,058,331 
Less: Operating expenses 
Personnel expenses 
Premises, equipment and establishment expenses 
Other e enses 1-:·-,:·:.' ' ' I•• 

Other investment securities 
lnvesbnent property 
Property, plant and equipment 
Intangible assets 

6,576,030 2,669,959 

20,198 
3,351,990 3,090,338 

136,078 116,476 

Profit before tax 

Profit for the year 
Other comprehensive income 
Items that are or may be reclassified subsequently to profit or loss 
Fair value changes in hedge reserve 

Items that will not be reclassified to profit or loss 

Change in deferred tax on revaluation due to rate change 
Increase in revaluation surplus 
Less: Deferred tax on revaluation 
Equity investments at FVOCI • net change in fair value 
Net actuarial gain/(loss) on defined benefit plan 

I 
I 

4,412,463 

5,267,944 
:,, 

3,612,080 

(145,759) 

284,076 
(68,178) 
75,240 

319,405 

3,829,838 - I 

3,466,953 
,,, .,, 

2,556,954 

(74,806) 

32,087 

Goodwill on amalgamation 

Retirement benefit assets 
Right-of-Use assets 

Other assets 

156,489 

407,807 
768,480 

3,470,809 

244,180 

797,001 
3,915,306 

Total assets 105,419,983 94,330,969 

Liabilities 
Derivative financial liabilities 13,142 

Deposits from customers 52,216,802 48,999,341 
Debt securities issued and subordinated debt 5,726,897 6,273,163 
Other interest-bearing borrowings 24,709,737 20,536,662 

Lease liabilities 802,503 810,682 
Current tax liabilities 1,400,532 1,220,992 
Deferred tax liabiirties 630,110 376,460 
Retirement benefit obligation 9,098 
Other liabiirties 2,285,327 2,039,209 
Total liabilities 87,TT1,908 80,278,749 
Equity 
Stated caprtal 
Reserves 

Retained earnings 

Contingencies and commitments 

2,361,947 
2,829,785 

12,456,343 

3,466,696 

2,350,363 
2,495,581 

9,206,276 

2,704,783 
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INDEPENDENT AUDITOR'S REPORT 
to the Shareholders of Citizens Development Business Finance PLC 
Report on the Audit of the Financial Statements 

Opinion 
We have audited the financial statements of Citizens Development Business Rnance PLC (the 
"Company") which comprise the statement of financial position as at 31" March 2022, and the 
statement ot profit or loss and other comprehensive income, statement of changes in equitv and 
statement of cash flows for the year then ended, and notes to the financial statements, including a 
summary of signif,cant accounting policies. 

In our opinion,, the accompanying financial statements of the Company give a true and fair view of the 
financial position of the Company as at 31" March 2022, and of its financial performance and cash 
nows 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 those standards are further described in the Auditor's Respcms1bilities 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 Sri Lanka (Code of Ethics) and we have fulfilled our other ethical 
responsibilities in accordance with the Code of Ethics. We believe that the audrt evidence we have 
obtained is sufficient and appropriate to provide a basis for our opinion. 

Key Audit Matters 
Key audit matters are those matters that, in our professional judgmen~ were of most significance in our 
audit of the financial statements of the current period. These matters were addressed 1n the context of 
our audrt of the financial statements as a whole, and in forming our opinion thereon, and we do not 
provide a separate opinion on these matters. 

As at 31st March 2022, 75% of ~s total assets of 
the Company consisted of loans and receivables 
to customers totaling to Rs 76. 7 Bn, net of 
impairment allowance of Rs 4.73 Bn. 
Impairment of loans and receivables to 
customers is a subjective area due to the level of 
judgment applied by management in 
determining impairment allowances. 

From the Company's perspective, the portfolios 
which gave rise to the greatest uncertainty in 
determining impairment allowances for loans 
and receivables to customers were those where 
impairments were derived from internally 
developed statistical models, where the loans 
and receivables to customers were unsecured 
or where the loans and receivables to customers 
were subject to potential collateral shortfalls. 

The determination of the allowance for expected 
credit losses is heavily dependent on the 
external macro-environment and reliant on data 
and a number of estimates related to statistical 
models. The Company's expected credit losses 
for loans and receivables to customers are 
derived from the statistical models which are 
based on internally computed data comprising 
qualitative and quantitative factors including 
past due information and also incorporating 
forward-looking information. 

e 
or 

customers; 

of the models used and 

~ir~en~lo~=~n~~ 

• Input parameters involving management 
Judgmen~ 

• The overdue statistical data for the loan and 
receivable portfolios; and 

• Historical loss parameters used. 

Considering, as part of the procedures above, 
the nature of and reasons for any revisions to 
the key assumptions and inr~arameters in 
f~e "/{/~elsu~~e ~fis!~~~ib ~~c1~PP1~ 
forward-looking information and assessing key 
internal controls over the input of undenying 
data into the models; 

~3:fsiW m~~e~?grWi~t~~c/g\i\~~dw/re~~ 
they were aligned with mar1<et and economic 

The prevailing uncertain and volatile development; 
macroeconomic environment in the country 
meant that assumptions regarding the 
economic outlook are more uncertain which, 
combined with varying government responses, 
increases the level of judgement required by the 
Company in calculating the ECL, and the 
associated audit risk. 

The disclosures regarding the Company's 
application of SLFRS 9 and SLFRS 7 are key to 
explaining the key judgements and material 
inputs to the SLFRS 9 ECL results. 

We identified assessing impairment of loans and 
receivables to customers as a key audit matter 
because there is a high degree of complexity 
and judgment involved for the Company in 
estimating individual and collective credit 
impairment provisions against these loans. 
These features resulted in signtticant audit effort 
to address the risks around loan recoverability 
and the determination of related provisions. 

Assessing the ongoing effectiveness of the 
significant increase in credit risk criteria and 
inaependently calculated the loans' stage; 

Working with KPMG specialists, we assessed 
the reasonabilily of the adjustments made by 

~:croec.?o~g~{ fac~rs ~ aJi'r;;'t~g~oo~~ 
in the ECL model; 

~:O~~i~eness t~(additJg.\r~lr;/~~ ove~~~ 

~enfi~:tinpn t~~e cptrfr~1r~ ~gar,:is ;: 
Company's assessment 

Evaluating the appropriateness of the 
accounting policies based on the requirements 

~~d~~;ta~afg~~~WlnJ:~a~:ctl~f business 

~J~~yQs d~glosu~~r?~'\~enff~nci,::1 ,er:~ 
using our understanding obtained from our 
t~~k~g~~t,an~r~~s~:~dk1~irements o1 the Sri 

Damlth Tennakoon, 
lleputy CEO/lllrector/CfO. 
The Board of Directors Is responsible tor the preparation and the presentatloo ot these Financial Statemeflts. Approved and signed tor and on behatt of the Board 

4L#,k -­J R Alastair Corera, 
01alrman. 
17"June 2022 Cofombo 

C M Nanayakl<ara, 
Managing Director/CEO. 

~~~~~~ea:rl!fil'e'8~~%~Jso~~~o~;lWJl,J'8!~:lused and the reasonableness of accounting 

Risk Description Our Response tia'i:!ic1i~eJ: ~J~~]~'.~tif~[:J ~s ~5:i~~!l'euf ~':¥.\'::lv'il~s~s~~l:ict~u~t~RJnt 
conditions that m t ou t on e Company's abilitv to continue as a going concern. If 

Automated accounting procedures and IT 
environment controls, which include IT 
governance, controls over programme 
development and changes, access to 
programmes and data and IT operations, are 
required to be designed and to operate 
effectively to ensure accurate financial 
reporting. Key areas of importance are system 
calculations, logic regarding signif,cant 
accounts, including interest calculations, 
interfaces between business management 
systems and accounting systems. 

we conclude that inly exists, we are required to <fraw attention in our auditor's reP9rt 

i~~ f:/i~~eci,~; cone as1~aJns\i~~isir :,d~;.;~~~~UJ~st:~n3ffuq~f~ur'~u~g~(~ 
re~ However, future events or condrtions 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 w.hether !he financ1a! statements represent the underlying transactions and events in 
a manner that achieves fair presentation. 

• Examining the framework of governance over 
the Company's IT organisation and the controls 
over programme development and change;:, 
access ro pn>grammes and data and 11 
operations,. including compensating controls 
where required; 

We communicate with those cha~ed with governance regardi~, among other matters, the planned 
fnW.::ar~t~i'llllw~~d~~1iii "d'uri~~~~;c:~~irudit findings, in uding any significant deficiencies in 

We identified IT systems and controls over 
financial reporting as a key audit matter 
because the Company's financial accounting 
and reporting systems are fundamentally reliant 
on complex IT systems and control processes 
which are driven by significant transaction 
volumes caused by the size of the customer 
base. 

~~~~ ~d~~~i1thwfti~ ~~~~f'E~fii;~~;a~~r~J~;;~~i~'lJ:~/h"~;;\~fe
thJ~ 

them all and other matters that may reasonably be ttiought to bear on our independence, 
and le, related safeguards. • Evaluating the design, implementation and 

operating effectiveness of the significant 
accounts-related IT process controls by 
assessing the operating effectiveness of IT 

~~~ irc~1~~~a~~w gn~ mii~i1f1 ~i:e~~~'/'i~ ~~~1~~~11.\'i1~i8a~:i~~t: 
the key au . We describe these matters in our auditor's rePQrt unless law or regulation 

!W~~~~~ss~r~~~ai;~~~~~~e~hio~ro~:~ fileciudes&'/blic disclosure a the matter or when, in extremely rare circumstances, we determine 

wt~1~ ire~~:b'fyu~e nti~~fe~~~~i~hiif p:r~n\fre"J~t;fi~~:ch"ciJ~~:i'fc'ii~ii~doing so 

Report on Other Legal and Regulatory Requirements 

system calculations which are relevant to the 
Company's compliance activities and assessing 
the conS1stency of data transmission and data 
migration; 

• Assessing the availability and stabilrty of key 
operating systems, taking into consideration the 
rapid development of business types and 
transactions volumes as well as IT proJects that 
have a significant impact on business 
continuity; 

As required by section 163 (21 of the Companies Act No. 07 of 2007, we have obtained all the 
information and explanations that were required for the audit and, as far as appears from our 
examination, proper accounting records have been kept by the Company. 

~~do/t~~~!"&~1:~~h/~c'1)mber of the engagement partner responsible for signing this independent 

t~:cfuss ;~i~~ewver~c~rd5s~ff ~~ 
the rep\)rts over the granting and 
access rights; 

• Testing preventative controls designed to 
enforce segregation of duties between users 
within particular systems; 

~\ilfr 
CHARTERED ACCOUNTANTS Colombo, 
Sri Lanka, 1 r June 2022 

Selected Perfonnance Jndicators 
as per regulatory requirements 

Indicator 

Asset Quality (Rs. '000) 
Other Information Gross Non-Performing Accommodations 

. . . . Gross Non-Performing Accommodations Ratio 
Our opinion on the Financial S\atements does not cover the other information and we do not express Net Non-Performing Accommodations Ratio 
any form of assurance conclusion thereon. Net Non-Perfroming Loans to Core caprtal Ratio 

In connection with our audit of the financial statements, our responsibilrty is to read the other Provision Covergae Ratio 
information identified above when rt becomes available ano, in doing so, consider whether the other 
information is materially inconsistent with the financial statements or our knowledge obtained in the Liquidity (Rs. '000) 
audit or otherwise appears to be materially misstated. When we read the annual report, ff we conclude Required Minimum Amount of Liquid Assets 
that there is a material misstatement therein, we are required to communicate that fact. Available Amount of Liquid Assets 

Responsibilities of Management and Those Charged with Governance for the Financial Statements ::~~::i~ :;~~A~~~~~~fs~~u~~: Securities 

Management is responsible for the preparation of financial statements that give a true and fair view in Available Liquid Assets to Required Liquid Assets (Minimum 1110%) 
accordance w~h Sri Lanka Accounting Standards, and for such intemar control as management L1qu1d Assets to External Funds' 
determines is necessary to enable the preparation of financial statements that are free from material 
misstatemen~ whether due to fraud or error. Capital Adequacy 

. Core Capital (Tier 1 CapitaQ 
In prepanng the I statements, management 1s responS1bie for Company's abi)1ty Total capital Base 
to continue as a em, disaosmg, as applicable, matters related oncem and uS1ng c c ·1a1 t R'sk w · h d A R • (M' • 
the going conce accounting unless management either intends i ate the Company or ore api O I eig le ssets atio 1.n!mum 8%) 
to cease operations, or has no realistic alternative but to do so. Tota_l Capital to Risk Weighted Assets Ratio !M1n1m_um 12%) 

Capital Funds to Total Deposrt Llab1l1t1es Ratio (Minimum 10%) 
Those charged with governance are responsible for overseeing the Company's financial reporting 
process. Profitability 

. . . Net Interest Margin 
Auditor's Responslbll11ies for the Audit of the F1nanclal Statements RebJm on Average Assets . After Tax 

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole RebJm on Average Equity· After Tax 
are free from material misstatement, whether due to fraud or error, and to issue an auditor's report that Cost to Income Ratio 
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. Memorandum information 
Misstatements can arise from fraud or error and are considered material If, individually or in the External Credit Rating 
aggregate, they could reasonably be expected to influence the economic decisions of users taken on Number of Employees 
t~e basis of these financial statements. Number of Branches 

As part of an audit in accordance wrth SLAuSs, we exercise professional judgment and maintain Number of Service Centres 
professional skepticism throughout the audrt. We also: 

• Identify and assess the risks of material misstatement of the financial statements, whether due to 

Company 

As at As at 
31-03-2022 31-03-2021 

4,814,142 5,412,269 
5.89% 7.00% 
0.11% 2.21% 
0.30% 15.35% 

98.31% 69.12% 

6,426,391 3,201,119 
8,674,907 7,361,866 
4,049,192 2,631,945 
4,9TT,406 3,232,224 
138.10% 229.96% 

10.74% 9.71% 

14,094,063 10,888,267 
15,872,682 13,800,144 

15.16% 12.10% 
17.07% 15.34% 
30.40% 28.16% 

9.05% 8.10% 
3.62% 2.73% 

22.79% 19.97% 
38.65% 41.00% 

BBB+ BBB+ 
1,966 1,756 

70 70 
1 1 

fraud or error, design and perform audit procedures responsive to those risks, and obtain audit evidence • External Funds indudes Deposits and Borrowings 
that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material~-------~-----~~-----~----~---~ 
misstatement resulting from fraud 1s higher than for one resulting from error, as fraud may involve 
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control. 

• Obtain an understanding of internal control relevant to the audit in order to design audrt 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. CDB1J 
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