. Central Finance Company PLC

PUBLICATION OF FINANCIAL STATEMENTS IN ACCORDANCE WITH SECTION 29 (2) OF FINANCE BUSINESS ACT NO. 42 OF 2011

STATEMENT OF INCOME GROUP COMPANY STATEMENT OF COMPREHENSIVE INCOME GROUP COMPANY
For the year ended 31st March 2020 2019 2020 2019 2020 2019 2020 2019
y Rs 1000 g Rs 1000 . For the year ended 31st March Re. 000 Re 1000 Re 000 Re. 1000
e 25,758,685 | 23,566/453 | 22,064,136 | 20,287,638 Profit for the year 4,109,304 5,128,754 2,895,194 | 4,082,524
Interest income 20,116,816 18,571,815 20,038,336 18,494,161 — o A
Other Comprehensive income to be reclassified to income statement
Less: Interest expenses 6,769,027 5,977,190 6,825,241 6,011,808
Fair value changes in debt securities at fair value
Net interest income 13,347,789 12,594,625 13,213,095 12,482,353 through other comprehensive income
Other revenue 3,753,158 3,540,007 i - Share from associates, net of tax 93,774 (1,644) - -
Less: cost of sales 2,696,572 2,412,427 - -
— Total other comprehensive income to be reclassified to income statement 93,774 (1,644) - -
Gross profit 1,056,586 927,670 -
Operating lease income 1,030,459 1,000,957 1,033,916 1,004,701 Other Comprehensive income not to be reclassified to income statement
Other income 858,252 653,584 991,884 788,776 Actuarial gains/(losses) on defined benefit plans (177,388) (78,756) (172,737) (84.706)
16.293.086 15.176.836 15,238,895 14.275.830 Tax effect thereon 49,580 2,263 48,366 3,862
Less: Operating expenses (127,808) (76,493) (124,371) (80,844)
Personnel expenses 2,321,753 | 2,213,401 2,031,738 1,940,425 Share from associates, net of tax (10,018) 4,947 - -
Premises, equipment, establishment and other expenses 2,682,749 2,532,507 2,507,623 2,374,563 Revaluation of land & buildings
Employee retirement benefit expenses 250,238 202,361 227,429 181,986 Gain on revaluation of land and buildings - 3,758,345 - 2,784,268
5,254,740 4,948,269 4,766,790 4,496,974 Tax effect thereon - (1,091,016) - (779,595)
Profit before impairment on loans and other credit losses | 11,038,346 | 10,228,567 | 10,472,105 9,778,856 ) 2,667,329 T | 2,004,673
Less : Impairment and other credit losses 4,785,758 2,213,650 4,775,343 2,210,174 Share from associates, net of tax 86,032 6,439 - -
6,252,588 8,014,917 5,606,762 7,568,682 Total other comprehensive income not to be reclassified to income statement (51,794) 2,602,222 (124,371) 1,923,829
S o [l of cesesklEs, me e i 859,924 765,726 R B Other comprehensive income for the year (net of tax) 41,980 2,600,578 (124,371) 1,923,829
Profit before VAT on financial services, NBT, Total comprehensive income for the year 4,151,284 7,729,332 2,770,823 | 6,006,353
debt repayment levy and income tax 7,112,512 8,780,643 5,696,762 7,568,682 Attributable to equity holders of the parent 4,031,948 7,425,559 2,770,823 6,006,353
Less: VAT on financial services and NBT 919,391 1,173,645 919,391 1,173,645 Attributable to non-controlling interest 119,336 303,773 N R
Debt repayment levy 355,937 258,240 355,937 258,240
Total comprehensive income for the year 4,151,284 7,729,332 2,770,823 6,006,353
Profit before income tax 5,837,184 7,348,758 4,421,434 6,136,797
Less: Income tax expense 1,727,880 2,220,004 1,526,240 2,054,273
Profit after income tax 4,109,304 5,128,754 2,895,194 4,082,524 STATEMENT OF FINANCIAL POSITION GROUP COMPANY
Attributable to equity holders of the parent 3,990,148 5,041,398 2,895,194 4,082,524 As at 31/03/2020 31/03/2019 31/03/2020 31/03/2019
Attributable to non-controlling interest 119,156 87,356 - - Rs.'000 Rs.'000 Rs.'000 Rs.'000
Net profit for the year 4,109,304 5,128,754 2,895,194 4,082,524 ASSETS
Basic and diluted earnings per share - Rs. 18.08 2285 Cash in hand and at banks 773,312 740,055 671,117 697,390
Dividend per share - Rs. Fair value through profit or loss financial assets 5,599,847 564,843 5,320,028 558,482
Paid 1.20 3.60 Trade and other receivables 1,499,363 1,272,695 566,309 456,153
Proposed 1.20 Tax receivables 1,616 391 - =
Inventories and other stocks 997,014 978,258 81,520 381,363
SELECTED PERFORMANCE INDICATORS Securities bought under repurchase agreements 4,440,427 3,289,551 4,440,427 3,289,551
As at As at Loans and receivables from banks 2,403,532 1,447,867 2,398,375 1,441,839
Item 31/03/2020 | 31/03/2019 Loans and receivables from others 2,616,233 593,140 2,026,744 38,715
Regulatory Capital Adequacy Loans and receivables from customers 4,167,030 5,996,253 4,167,893 5,986,999
Core Capital (Tier 1 Capital), Rs.'000 32,161,188 29,180,716 Net investment in leases and hire purchase 74,343,334 75,751,083 74,343,334 75,751,083
Total Capital Base, Rs.000 32,101,229 | 29,025,534 Investments in real estate 18,339 23,053 18,339 23,053
Core Capital Adequacy Ratio as % of Risk Weighted Assets (Minimum requirement - 7% :
as at 31.03.2020 and 6% as at 31.03.2019) 27.73% 26.00% Investment p.ropertles. 303,800 303,800 303,800 303,800
Total Capital Adequacy Ratio as % of Risk Weighted Assets (Minimum requirement- 11% Investments in associates 7,430,736 6,503,658 1,454,646 1,391,054
as at 31.03.2020 and 10% as at 31.03.2019) 27.68% 25.87% Investments in subsidiaries - o 289,063 289,063
) e . . ) o o
Capital Funds to Deposit Liabilities Ratio (Minimum requirement,10%) 61.88% 65.92% Defiaes e assa 18,439 14,871 R _
Asset Quality (Quality of Loan Portfolio) Right of use assets 443,545 = 612,968 -
Gross Non-Performing Accommodations, Rs.'000 8,042,882 4,910,236 Property, plant and equipment 12,605,679 12,659,775 10,358,739 10,405,707
Gross Non-Performing Accommodations Ratio, % 9.28% 5.61% Intangibl " 132,421 118.787 131.751 117937
Net Non-Performing Accommodations Ratio, % 2.89% 1.93% ntangible assets ! e ! :
Profitability (%) Total assets 117,794,667 110,258,080 | 107,185,053 | 101,132,189
Interest Margin (net interest income as a % of interest earning assets) 15.20% 15.63% LIABILITIES
Retum on Assets (before Tax) 4.24% 6.60%
Retum on Equity (after Tax) 8.40% 13.34% Bank overdrafts 1,241 ,075 1,461,012 1,224,972 1 ,444,731
Regulatory Liquidity (Rs. '000) Tax payables 836,968 1,991,734 752,572 1,914,796
Required minimum amount of Liquid Assets 5,406,360 4,632,517 Trade and other payables 1,297,648 1,674,727 913,308 1,175,837
Available amount of Liquid Assets 7,432,023 5,377,395 Amounts due to subsidiaries - - 86,209 216,021
Req‘uired minimum amount of Govemm.e.nt Securities 3,235,744 3,019,183 Short term borrowings 982,277 2329590 650,295 2,236,061
Available amount of Govemment Securities 4,440,427 3,289,551 Deposits 52,912,500 45,149,518 53,390,077 45,669,738
Memorandum information Long term borrowings 7,150,700 7,050,557 7,148,317 7,046,982
NUmbsfofiemployses 1892 1896 Debentures 1,791,038 | 2206284 | 1,791,038 | 2296284
Number of branches 103 98 o 353.415 522 842
Number of service centres 12 12 Lease liabilities ) o ’ . ’ .
Number of pawning centres Nil Nil Employee benefit obligations 1,746,130 1,398,235 1,612,038 1,277,780
N Er 6 G CariEs 05 05 Deferred tax liability 3,960,035 5,046,493 3,459,432 4,546,182
Total liabilities 72,271,786 68,398,150 71,552,000 67,824,412
’ SHAREHOLDERS’ FUNDS
INDEPENDENT AUDITOR’S REPORT Sl ) et 1,696,898 1527,778 | 1,696,898 | 1,527,778
- SIMS Associate: .
e e B Revaluation reserve 4,823,863 4,745,864 3,567,167 | 3,573,069
° Noi1, CsteLane Reserve fund 2,213,000 2,037,000 2,213,000 | 2,037,000
olombo _
SriLanka Other comprehensive income reserve 111,767 17,993
Tel: +94 11 2580409, 5444400 Loan loss reserve 920,000 920,000 920,000 920,000
s Revenue reserves 34,560,162 | 31,492,005 | 27,235,988 | 25249930
TO THE SHAREHOLDERS OF CENTRAL FINANCE COMPANY PLC independent of the Group in accordance with the Code of Ethics Funds attributable to equity holders of the parent 44,325,690 40,740,640 35,633,053 33,307,777
Report on the Audit of the Financial Statements issued by CA Sri Lanka (Code of Ethics), and we have fulfilled N [ingl
Opinion our other ethical responsibilities in accordance with the Code of on-controlling interest 1,197,191 1,119,290 - .
_ . . Ethics. We believe that the audit evidence we have obtained is
We have audited the financial statements of Central Finance sufficient and appropriate to provide a basis for our opinion. 45,522,881 41,859,930 35,633,053 33,307,777
Company PLC (‘the Company”) and the consolidated financial .
statements of the Company and its subsidiaries (“the Group”), which Key Audit Matters Total liabilities, shareholders’ funds and
comprise the statement of financial position as at 31st March 2020, Ki dit matt th tters that, i fessional Roven A
and the statement of income and statement of comprehensive juzér:;‘n;’ g S%i?ﬁ;?wzrisn pn e o e non-controlling interest 117,794,667 | 110,258,080 | 107,185,053 | 101,132,189
income, statement of changes in equity and statement of cash flows tat ts of th t period. Th t dd d
for the year then ended, and notes to the financial statements, ;i:em;nnfeg, ofiﬁ:]gﬁgit%?rtlﬁe finazi?alrl?a:er;;i;eaz 2 :’(Ve;z?e’ Net asset value per share - Rs. 200.86 184.62 161.47 150.94
including a summary of significant accounting policies. and in forming our opinion thereon, and we do not provide a
In our opinion, the accompanying financial statements of the separate opinion on these matters. | : s : ; : : :
; ot N ify that the financial men mpl The Board of Dirt rs is r nsible for the preparation an
Company and the Group give a true and fair view of the financial We have fulfilled the responsibilities described in the Auditor's (;ert LR t. OMIENEE] SEWTES comply e boa d @ DI S IS respons 22 07 TS PEPEET E
position of the Company and the Group as at 31st March 2020, and responsibilities for the audit of the financial statements section of with the requirements of the Companies presentation of these financial statements.
of their financial performance and cash flows for the year then our report, including in relation to these matters. Accordingly, our Act No. 07 of 2007. .
ended in accordance with Sri Lanka Accounting Standards. audit included the performance of procedures designed to Approved and signed for and on behalf of the Board.
Basis for Opinion respond to our assessment of the risks of material misstatement - e
We conducted our audit in accordance with Sri Lanka Auditing F:C\lhz_:na?ﬁéal srt;i:?err:ss. T::o:;s:étstgf :g;raeusdsn &r:crendaunr:fs,
Standards (SLAuSs). Our responsibilities under those standards Ibelg ing = 'dg the ubas'sp o 2
are further described in the Auditor's Responsibilities for the acco"r"r’] a‘; ‘r’: Pt S‘a'temems ur- audit - opint K. Kand&epan lhsan Ef. Wijenaike G Peiris
Audit of the financial statements section of our report. We are panying i ! ’ f . f - : !
Chief Financial Officer M inq Direct Director (Fi
KEY AUDIT MATTER IN THE AUDIT OF THE GROUP anagneicelo] lecio] ( mance)
Allowance for impairment of leases, loans and receivables Our Responses 23rd JUIy 2020

As at 31 March 2020, 66% of its total assets of the Group consisted of Net
investment in leases and hire purchase and Loans and receivables from
customers amounting to LKR 78.5 Bn (Note 32 and 33), net of impairment
allowance of LKR 6.2 Bn (Note 32 and 33).

Recognition of expected credit loss (ECL) under SLFRS 9, is a complex
accounting policy which requires considerable judgement in its
implementation. ECL is dependent on management judgements in
assessing the level of credit risk and classification of credit facilities in to
various stages, determine when a default has occurred, determining
probability of default (PD) of customers, estimating cash flows from
recovery procedures or realisation of collateral and the impact of
outbreak of COVID- 19 pandemic on the economically impacted
customers and key assumptions used in ECL model.

Due to the significance of Financing facilities and the relatedestimation
uncertainty and judgement in the impairment calculation, this was
considered as a key audit matter.

Our audit procedures to assess impairment of leases and hire
purchase and Loans and receivables from customers included the
following:

Obtaining an understanding and testing the design and operating
effectiveness of key controls within the management process of
determination of impairment of financial assets under ECL model.

Challenging and evaluating the key assumptions and management
judgements used in the ECL models, including staging, PD and Loss
given in default (LGD) etc.

Testing the arithmetical accuracy of the underlying calculation in the
ECL model.

Testing the accuracy and completeness of the data inputs including the
testing of reconciliations between source systems and the ECL model.

Verifying the economic factor inputs, used in the models to compute the
forward looking scenarios and management overlays (including the
impact of COVID- 19), against the market information and economic
statistics to assess whether they were aligned with the current
macro-economic scenario.

In addition to above, the following focused procedures were performed;
For contracts individually assessed for impairment;

& We assessed the main criteria used by the management for
determining whether an impairment event had occurred.
& Where impairment indicator’s existed, we assessed the

reasonableness of management’s estimated future cash
flows, discount rates and the valuation of collateral held.

Assessing the disclosures with reference to the requirements of
SLFRS 7.

OTHER INFORMATION

Management is 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.

Our opinion on the financial statements does not cover the other
information and we do not express any form of assurance conclusion
thereon.

In connection with our audit of the financial statements, our
responsibility is to read the other information and, in doing so,

consider whether the other information is materially inconsistent with
the financial statements or our knowledge obtained in the audit or
otherwise appears to be materially misstated. If, based on the work
we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that
fact. We have nothing to report in this regard.

RESPONSIBILITIES OF 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 Sri 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 Group’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 Group or to cease operations, or has no realistic alternative but to
do so.

Those charged with governance are responsible for overseeing the Company’s and the
Group'’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. Misstatements 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 SLAuSs, 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 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 appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the company and the Group’s internal
control.

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

& 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
and the Group’s ability to continue as a going concern. If we conclude that a 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. Our conclusions are based on the audit evidence obtained up to the date of
our auditor’s report. However, future events or conditions may cause the Company and
the Group 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.

& Obtain sufficient appropriate audit evidence regarding the financial information of the
entities or business activities within the Group to express an opinion on the consolidated
financial statements. We are responsible for the direction, supervision and performance
of the group audit. We remain solely responsible for our audit opinion.

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 governance 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 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 required for the audit and, as far as appears
from our examination, proper accounting records have been kept by the Company.

CA Sri Lanka membership number of the engagement partner responsible for signing this
independent auditor’s report is 2347.

TEBCLAOCAN
SJMS Associates
Chartered Accountants

24th July 2020

P.E. A. Jayewickreme, M. B.Ismail, Ms.S. L. Jayasuriya, G.J. David, Ms. F. M. Marikkar, Ms. M. S.J. Henry, R.H. M. Minfaz, Ms.S. Y. Kodagoda
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