CITIZENS DEVELOPMENT BUSINESS FINANCE PLC

Audited Financial Statements for the Year Ended 31st March 2022

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

For the year ended 315t March

As at 31" March

STATEMENT OF FINANCIAL POSITION

Revenue 17,572,154 16,622,791
Interest income 15,194,413 14,877,242 Assets
: 6,156,858 7,282,499 Cash and cash equivalents 2,023,974 2,090,509
e' ‘"“95' '"“’“ ; 9,037,555 7,584,743 Financial assets measured at fair value through profit or loss (FVTPL) 148,685 160,639
Other operating income 2,066,613 1,339,315 d receivables to banks 240,435 2,966,711
Total operating income 11,415,296 9,340,292 AN FBCOIVEDIES tD DaIX g 966,
Less: Impairment charges and other credit losses 1,421,500 Deposits with financial institutions 8,292,576 3,003,275
Net operating income 10,220,151 7,918,792 Loans and receivables to customers 78,725,310 75,058,331
Less: Operating expenses Other investment securities 6,576,030 2,669,959
Personnel expenses 1,772,5% 1,402,328 Investment property . 20,198
Premises, equipment and establishment expenses 2,103,505 1,896,625 Property, plant and equipment 3,351,990 3,000,338
Othor expenses S g8 Intangbe assets 136,078 116476
Total operating expenses 4,412,463 3,829,838 4 '
Operating profit before taxes on financial services 5,807,688 Goodwill on amalgamation 156,489 244,180
Less: Taxes on financial services 539,744 Retirement benefit assets 407,807 S
Profit before tax 5,267,944 3,466,953 Right-of-Use assets 768,480 797,001
| _Less:Income taxexpense | 909,999 Other assets 3,470,809 3,915,306
Profit for the year 3,612,080 2,556,954 Total assets 105,419,983 94,330,969
(Other comprehensive income Liabilities
Items that are or may be reclassified subsequently to profit or loss X =
Fair value changes in hedge reserve (145,750) (74,806) Derlvalhve financial liabilities 13,142
Deposits from customers 52,216,802 48,999,341
Items that will not be reclassified to profit or loss Debt securities issued and subordinated debt 5,726,897 6,273,163
Change in deferred tax on revaluation due to rate change - 32,087 Other interest-bearing borrowings 24,709,737 20,536,662
Increase in revaluation surplus 284,076 . Lease liabilities 802,503 810,682
Less: Deferred tax on revaluation (68,178) - Current tax liabilities 1,400,532 1,220,992
Equity investments at FVOCI - net change in fair value 75,240 68,116 Deferred tax liabilities 630,110 376,460
Net actuarial gain/(loss) on defined benefit plan 319,405 (74,806) Retirement benefit obligation ¥ 9,098
Total other comprehensive income 464,784 25,397 Other liabilities 2,285,327 2,039,209
Total comprehensive income for the year 4,076,864 2,582,351 Total liabilities 87,771,008 80,278,749
‘Earnings per share Equity
Basic earnings per share (Rs.) 51.75 36.64
Diluted earnings per share (Rs.) 5114 3620 Stakedcapal 2361947 2,350,363
Reserves 2,829,785 2,495,581
Retained earnings 12,456,343 9,206,276
0 eq 0 0
otal liabilities and eq 05,4 94,330,969
Net assets value per share (Rs.) 252.63 201.34
Contingencies and commitments 3,466,696 2,704,783
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INDEPENDENT AUDITOR'S REPORT i X TP 2022 Goloisbo
to the Shareholders of Citizens Development Business Finance PLC = Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
Report on the Audit of the Financial Statements estimates and related disclosures made by management.
Opinion i inti » Cmdude on the a riateness of management's use of the going concemn basis of accounting and,
!Ve have audltﬁd the financial statements of Citizens Development Business Finance PLC (the Risk Description Our Response cﬁiﬁdm £ lé"ea‘arundlr :;s( ncrflﬁ%gt:lllaegj b{"aﬁlavee' a’ 'rfv:alenasl :5?09 mrgzﬂ a)'(‘lﬁés arse!!ateg"mm“c:m "
cﬁerﬁenkl of ;le'r_::\ O?Eg'?;mmﬁmﬁ?‘ﬁ;“,ﬁaﬁems"ﬁ;‘c .'?.'mm"'ggéﬁ.;‘,ﬁ,], c'.fmgeszﬂ,zﬁq ad lhe Automated accounting procedures and IT | We worked with KPMG L speclallsts to perform we conclude that ?ma(en uncertaint we are r%%’::ylred o draw attention in ou? al nar 's report

statement of cash r the year men ended,
summary of significant accwrmng

In our opinion, the ancum

financi; ?usl jon of the Company as

flows for the

Basis for Opinion

We cunﬂuchd our audit i |r| acwrdanne with Sri Lanl
r those standards er described in

Fmam:lal Statements semmn 01 nur repon. We are independent of the

ics issued by CA Sri

nying ﬁnam:lal mntﬂemems of the Compan¥
i

and notes 10 the financial statements, lndug

give a true and fair view of me

h 2022, and of its financial performance and casl

year then ended in acoordance with Sri Lanka Accounting Standards.

ka Auditing Standards (SLAuSS). Our remtsmllmes

the Auditor's Responsibilities for

Company in accordance with the
ics) and we have fulfilled our other ethical

thics. We believe that the audit evidence we have

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

audn g rocedures to systems
over financial vepomng which |nc|uded:

* Assessing the design, implementation and
operating effectiveness of key internal controls
over the continued integrity of all major IT

tems fundamental to dealing with the
financial data, pamculavly financial reporting;

e
responsibilities in accordance with the Code of E!
obtained is sufficient and swmpna(e 1o provide a basis for our opinion.

Key Audit Matters
y audit matters are those matters that, in our pm!esslonal judgment, were of most significance in our
nudll of the ﬁnamlal statements nl me currel e matters were addressed in the context of
r audit of the financial statements as a whole, and in lonmnq our opinion thereon, and we do not
pmvlda a sepamle oplmoﬂ on mesa matters.

Allowance for impairment of loans and receivables to customers

Refer to the “Note 2.12" (Use of Jugqpmems and Estimates), “Note 12" (Impairment of loans

and receivables to customers) an¢ 4" (Loans ar d receivables to customers) to the

Financial Statement
Risk Description

ﬁ aé315| March 2022d 7?“/[; of ﬂ:':gﬁal assﬂ:l of
e Company consisted of loans and receivables

to customers totaling to Rs 78.7 Bn, net of Oblalginsglgﬁnd ,‘,""“g,"\sé",""‘g(""g of nan vl
impairment  allowance of Rs 473 Bn. | effectiveness of manaaemems key mlema
Impairment of loans and receivables to |controls over the approval of nding
customers is a subjective area due to the level of | facilities agsmsl me m)mny lending pollclsl
judgment applied by management ~ in | fCOHC '““" ms c’:g'd
determining impairment allowances. S hblen o cus\omm, e proces of o
measurement of impairment allowances for
loans and receivables to customers;

Challenﬂ,\g the valldny of me mudels used and

calculation of me |mpa|rmenl allowauces xry
critically assessing:

. Inpul paramelers involving management
udgment;

Our Response

Our audit procedures included:

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
orwhere the loans and receivables to customers
were subject to potential collateral shortfalls. The overdue statistical dala for the loan and
receivable portfolios; ar

The determination of the allowance for expected
credit losses is heavily dependent on the
external macro-environment and reliant on data

* Historical loss parameters used
Considering, as part of the procedures above,

and a number of estimates related to statistical | the nature of and reasons for any revisions to
the key assumptions and inj rameters in

models. The Company's expected credit losses

fot s ables 1 custimors are the models, the cnnsls(encyo | g'memapphe"g

in_the use

forward-looking mlnnnano nd assessing key
internal controls over the input of underlying
data into the models;

ssing the economic_factors used in the
mndels to market information to assess whether
they were allgned with market and economic

developr
?sm% the ongoing_effectiveness of the
%m ficant increase in credit risk criteria and
independently calculated the loans' stage;

Working with KPMG specialists, we assessed
(he reasunablhly of the adjustments made by

rward-looki
macmgﬁtnnmlc factors and assumptions u:
inthe odel;

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.

The prevailing uncertain and  volatile
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 significant audit effort
to address the risks around loan recoverability
and the determination of related provisions.

Assessmq the  completeness and
reasonableness of additional allowance overlays
by checking the consistency of risks we
genufed in_the portfolios against the
;ompany's assessment.

Evaluating the approy
accounling policies based on the veqmremems
of the accounting standards, our business
understanding and industry practice;

Assessing  the appropriateness of the
Company's disclosures |n the financial report
using our understanding obtained from ‘our
(estlng and aqalnsl the 1 ulremems of the Sri
Lanka Accounting Stand:

ropriateness  of
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relc 'r;g Key alreas of |mp:rr;ance are syrstem
calculations,  logic  regarding  significant | ,
accounts, including interest Examlrgng the framework of ga:\aemance ovtla;
interfaces between business over p ram e and chaﬂges
systems and accounting systems. programmes _an ta and [T
vglemnnns mcludlng compensating controls
ere required;

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
glumes caused by the size of the customer
ise.

 Evaluating the design, implementation and
operating effectiveness of the significant
aocounts rela(ed IT process _controls I¥
emnng effectiveness ol
the operatin

exists,

1o the related disclosures in the Iinangal sta(ements or, if such discl
gélr ion. Our conclusions are based on
con

« Evaluate me overall presentation, structure and content
disclosures, and
a manner that achieves fair presentation.

We communicate with those chazged with governance regardm
scope and ﬂmll:g of the audit and significant audit findings, in
internal control that we identify during our audit.

We also provide those charged with

requirements in accordance with the

them all relationships and other matter
and where applicable, related saleguavds

From the matters communicated with those charged with governance, we determine those m:
were of most significance in the audit of the financial statements of the current period and al
atters. We descrlbe these matters in our auditor's report unless law
matter or when, in extremely rare circumstances, we
se the adverse consequences o! domg 50
would reasonably be expected to outweigh the public mmzsl beneﬁts of such communication.

the key audit
recludes public disclosure about the mat
iat a matter should not be cummumcaled in our report be
Report on Other Legal and Regulatory Requirements
As required by section 163 (J‘

losur dequate, to modify

res are ina 0
ini audit evidence obtained up to the date of our auditor's
However future events or oondmons may cause the Company to cease to continue as a going

of the financial statements, including the
whether the financial smemem.s represent me underlying transactions and everits in

among other matters, the planned

juding any significant deficiencies in

%nvemance with a statement that we have complied with ethical
ode of E\hu:s regarding independence, and
reasonably be thought to bear on our independence,

to communicate with

tters that

re merelove
requlation
e defermine

of the Companies Act No. 07 of 2007, we have obtained all the

 Assessing the avallabllny and stability of key | information and explanations that were required for the at |l and as far as appears from our
operdxnr&gv se/ﬁ.l:m:',nmlg?g r&lg] ’fg:sslderaélson the | examination, proper accounting records have been kept by the
rapl CA Sri Lanka membership number of the partner lor signing this
transactions volumes as well as IT projects that
have a s|gn|f ficant  impact m? Jhusmess auditor's report is 3272 (FCA).
i,
. Tes\mg the access rights given to staff b; " d
cmpe'::u mmre[tz%nsap&ev 'ge r;ﬁ:r‘;g:'g o CHARTERED ACCOUNTANTS Colombo,
removal of access rights Sri Lanka, 17" June 2022
« Testing preventative controls designed to ||Selected Performance Indicators Company
enforce Segregation of duties between users
by pamgulgisystems. as per regulatory requirements i P
Indicator 31-03-2022 | 31-03-2021 |
Asset uuamy (Rs. '000)
Other Information mss Non-| rming Accommodations 4,814,142 5,412,289
ross Non-Performing Accommodations Ratio 5.89% 7.00%
Our opinion on the Financial Statements does not cover the other information and we do not express Nzl Non-Performing Accommodations Ratio 0.11% 2.21%
any form of assurance conclusion thereon. Net Non-Perfroming Loans to Core Capital Ratio 0.30 15.35%
In_connection with our audit nf the financial statements; our responsibilit is to read the other|Provision Covergae Ratio 98.31% 69.12%
information identified above when it becomes available and, in doing so, consider whether the other
information is materially inconsistent with the financial statements or our knowledge obtained in the' Llulﬂdﬂy (Rs. '000)
audl or otherwise appears to be materially misstated. When we read the annual report, if we d Minimum Amount of Liquid Assets 6,426,391 3,201,119
ere is a material misstatement therein, we are required to communicate that fact. Available Amount of Liquid Assets n 8,874,907 /361,866
Responsibilities of Managemem and Those Charged with Govemance for the Financial Statements 25;%’,;3 m&:‘,ﬁ"&mﬁxrﬁmﬂﬁﬂgswmms 4:3;%:92 g‘gg;‘gﬁ
i i Available Liquid Assets to Required Liquid Assets (Minimum 100%) 138.10% 229.98%
is. of financial statements that give a true and fair view in | ~Val: .
accordance with Sri Lanka Aocnumlng Standards, and for such intemal control as management Liquid Assets to Extemal Funds’ 10.74% 9.71%
determines is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error. Capllal Adequacy
Core Capital (Tier 1 Capital) 063 | 10,888,267
{n pre;:lanng the financial smlem;g manageme;ll is blfspon?'gle lm} amsde‘s.slng the Company sd ability | Total Capital Base 15,872,682 | 13,800,144
o continue as a going concem, disclosing, as applicable, matters rela ing concem and using i
! going cuncﬁm lmslsn of ancnur:tlsr{‘g m'|‘ less {nanggﬁv\%m either intends to Igou ate the Company or' %(?t’:l g:g:‘l:m g'li a::g“::: ﬁ:‘é :::g m::m:m ?Z’,}u) :gy;:z }g;gm
o Gesse/oparations, or, ias o fesetic BXomEtYe UL th.0o.80. Capital Funds toTotal Deposit Liabilites Ratio (Minimum 10%) 30.40% 28.16%
Those charged with governance are responsible for overseeing the Company’s financial reporting -
process. Profitability
= s g N 3 Net Interest Margin 9.05% 8.10%
Auditor's Responsibilities for the Audit of the Financial Statements Retum on Average Assets - After Tax 3.62% 2.73%
Retum on Average Equity - After Tax 22.79% 19.97%
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole i
ot rom material misstaloment, whether due to rald or error,and 1o Ssue an auditors report that | C0st t0 Income Ratio 38.65% 4L00%
mcludw our opinion. Reasonable assurance |sa high level of assurance, but is not a guarantee that an
audit conducted in accordance with SLAUS 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 BBB+ BBB+
aggregate, they could reasonably be expected to influence the economic decisions of users taken on |Number of Employees 1,966 1,758
the basis of these financial statements. umber of Brancl 70 70
rar\ of an audit in accordance with SLAuSs, we exercise professional judgment and maintain [Number of Service Centres 1 i
ssional skepticism throughout the audit. We also:
* Identify and assess the nsks ol matenal mlsla'emem of the financial statements, whether due to . . .
fraud or error, design and per e risks, and obtain audit evidence | * External Funds includes Deposits and Borrowings

s ive
that is sufficient and appropnate \n pwvlde a bssns 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 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 audit procedures
that are appm?riale in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company's internal control.

Principals - §.R... Perera FCMA(UK), LLB, Attorney-at-law
H.S. Goonewardene
W.AA. Weerasekara CFA, ACMA, MRICS

T8 Rekarar FOA
S.M.8. Jayasekara ACA
Karunaratne FCA
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Registration No. PBZ32PQ

Date of mwrporatlon 07™ September 199!
Licensed by the Monetary Board of
the Central Bank of Sri Lanka under the Finance Business Act No. 42 of 2011.
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