Matter of

Unmatched value creation
Best-in-class products
State-of-the-art digital technologies

Talented, experienced people

Customer-friendly approach
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GRI-413-1

.

— PROJECT | 02
CSR Project of Building Rehabilitation Centre

PROJECT SCOPE OBJECTIVES

A project to build a drug » Provide assistance and
rehabilitation centre in guidance to rehabilitate
Rumassala in the Galle drug users to become
district, the project is productive members of
ongoing. society.

Minimising the negative
impact caused by drug
addiction to the general

public
EMPLOYEE
BENEFICIARIES VOLUNTEERISM
Society at large 06 employees and 315

volunteer hours

IMPACT ASSESSMENT
(Derived through Community Feedback)

- © © © © ®
v

KEY FOCUS AREAS OF THE RESEARCH

Awareness about L B Finance — Non L B
Customers

Helps to determine the effectiveness of the
Company's brand visibility strategy

@® Know about LB
@ Know a little about LB
Don't know about LB

CORPORATE SOCIAL
RESPONSIBILITY (CSR) AND
SUSTAINABILITY GOVERNANCE

STAKEHOLDERS

Needs identification

Feedback

~g
.
.

Stakeholders’ ideas
v

Evaluation
~g

Selection
v

Team sustainability involvement

Resource allocation
~g

Social impact

Implementation

Project Project

) Vol
Manager Coordinator olunteers
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‘N Z . 7 Energy management
- \Water management
a Z d -1 Material management

- \Vaste management
-1 Emission measurement

-1 Green lending

-1 Environmental awareness and CSR

We operate in an

environment where there
are immediate constraints ACTION PLANS & OBJECTIVES STATUS PAGE
on the availability of

Reduction of carbon footprint of the Reduced carbon 301
resources, such as company footprint by 26.09%
electricity, and growing -
concerns about future
supply constraints of Maintain the carbon neutrality status 3,223 tCO,e tons 301
other natural resources, Sl
such as clean air and O
water. In this context, the Moving to paperless working 2,978 online 233
case for more sustainable environment transactions

business practices is clear;
driving our business to

reduce our consumption Encourage green lending 450 green facilities 302
or impact on our natural sl
resources is our logical )€
strategy.
® Achieved ® |n progress ® Not achieved

SNAPSHOT OF CAPITAL OUTCOMES

IMPACT AREA WHAT YOU WILL FIND WHERE TO FIND
Energy
Sy Total energy consumption
consumption
Management

reduced by 23%

WER G
Waste nger waste management
management disposal reduced
by 49%




SAVED FULLY GROWN TREES

WATER SAVED

PAPERS RECYCLED

SAVED ELECTRICITY

~

FIRST CARBON NEUTRAL COMPANY AMONGST
FINANCIAL INSTITUTIONS IN SRI LANKA

CHALLENGES

Reduction of carbon
footprint against the
growth of the company

PAGE 293

Encouraging
customers into
green lending

PAGE 293
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5%

IN A NUTSHELL

Reduce our direct impact
on the environment by
promoting responsible
environmental
management activities
across all of our
operations.

OUR NEXT STEPS
Objectives for 2018/19

» Promote paperless e-solutions
amongst customers

» Maintain carbon neutrality status

Objectives for 2020 and beyond

» Introduce green branch concept

» Focus of self-carbon credit generating
project

Restructuring of
operations in an eco-
friendly manner.

PAGE 293

| CAPITAL REPORTS
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Natural Capital

VALUE CREATION
AMONG CAPITALS

Our environmental strategy,
therefore, focuses on facilitating

NATURAL CAPITAL

» 6 environmental projects

» 450 green financing facilities

the reduction of the Company's

environmental footprint. We

also wish to share positive

practices and influence over

all stakeholders towards

greater environment focus and

sustainable activities.
—o
—e :
—o
Lo

o Reached 2,978 e-connect online

FINANCIAL CAPITAL

» Rs. 3.51 million spent on green
initiatives

INTELLECTUAL CAPITAL

customers

MANUFACTURED CAPITAL

. » Replaced energy inefficient

computers

» Enhance usage of digital hoardings

HUMAN CAPITAL

» 1,965 volunteering hours on green
activities

» Implemented an e-learning platform

» Introduced environmental CSR
practices for employees and their
families

| SOCIAL & RELATIONSHIP CAPITAL

- » Expansion of social media presence

» Usage of digital media for

advertising and promotions

H—

BENEFIT TO

SOCIETY/
COMMUNITY

Om o

CUSTOMERS

CAD

1)

(&

BUSINESS
PARTNERS
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Strengths Weaknesses
First carbon neutral company
amongst financial institutions in
Sri Lanka

Continuation of the paper based
business processes

Properly placed environmental
management system and
environmental pledge

Long-term collaboration and
partnership with environmental
conservation institutions/
partners

Opportunities Threats

High competition in the industry
for green financial solutions

Introduced innovative green
lending products

Changes in the environmental
regulations for the business

Reduce the wastage through
process automation

Mutual benefit by partnering
with environmental conservation
institutions

Plant distribution programme

Z

HOW WE FACE THE
CHALLENGES

Reduction of carbon footprint
against the growth of the
Company

We always try to reduce our carbon
footprint of the Company, but when
we expand our business we have
to set up new branches island-wide.
This leads to enhancing the carbon
footprint. However we always
conduct awareness campaigns,
employee encouragement,
ecofriendly business practices and
energy management procedures in
the organisation to reduce the carbon
footprint.

Encourage customers towards
green lending

As a financial institution our main
income source is generated from
leasing facilities, therefore per month
we grant higher leasing facilities,
which makes a harmless influence
to society. Having identified this
challenge to the environment, we
encourage customers to go for hybrid
vehicles and electric vehicles and we
offer concessionary rates for such
loan facilities.

Restructuring the operations in
an eco-friendly way

We always try go for the digital work
and office environment, therefore we
shift manual systems to automated
systems. However when we follow
through with the procedure, a few
systems cannot be converted to
automation (eg; legal documentation).

| CAPITAL REPORTS
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Natural Capital

OUR PHILOSOPHY

We remain committed to reduce our direct impact

on the environment by promoting responsible
environmental management activities across all of our
operations. At the same time, by using our position as
a leading financial institution in the country, we seek to
positively influence society to work towards generating
favourable environmental outcomes.

MANAGEMENT APPROACH

We are aware that LBF operates in an environment where there are
immediate constraints on the availability of resources, such as electricity,
alongside growing concerns about sustenance of other natural resources,
namely clean air and water. It is what inspires LBF to promote the
responsible use of energy, water and other materials such as paper, with
due regard to the scarcity of natural resources and the environmental
impact resulting from the utilisation and application of such resources in
conducting our business activities.

Our efforts in this regard are operationalised through a holistic Environment
Management System (EMS), which has been designed to support global
initiatives aimed at protecting the environment and conserving natural
resources. Our EMS is pivoted on two key pillars;

Each of us are a part of the LB family and whatever the actions of our family leave a
huge impact on the environment. We pledge to combine individual efforts with our
green initiatives to create a green country.

Here L pledge; 1) an Input Management strategy to control the direct impact of our
To conserve energy by, . P
- using stair often other than using the elevator business activities through the management of energy, water, and
- setting sleep mode on computer when it is idle

- switching off lights, computer, monitor, printer and other electronic devices .
when Lleave theoffce materials,
- changing A/C thermostats a few degrees up

- using natural lights whenever possible . . .

e Coh el s e et 2) an Output Monitoring Plan to gauge the effectiveness of our efforts
To conserve resources by, . .

- using water sparingly and closing the runnin taps through the measurement of emissions and the carbon footprint

- using documents in soft form without printing
- printing only when necessary and double-sided H
- using rough papers for printing Ca | Ccu |at|0n pl’OCGSS .
To prevent pollution and waste by,
- using a lunch box and a reusable bottle to reduce plastic and polyethylene waste
To recycle by,
- dropping all waste papers into waste paper bins for recycling
disposing of electronic waste responsibly

T commit myself to develop more sustainable habits to be an envi:
responsible member in the LB family.
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Emphasising our commitment,
October 2017 was declared
Environmental Awareness Month,

with a series of events organised oo v
to raise environmental awareness
among employees

fevan envionmental egsaton

0. fow e and ratual resources
cyckng and feuse where practcatie

JASS Adinety
Managing Director

e 06,2012

& L B FINANCE

The sustainability team provides
oversight for the effective
management of the EMS across the
Company. Part of this responsibility
includes monitoring the adequacy of w]
the EMS vis-a-vis relevant legislature

that may become applicable from @
time to time.

Material Water Energy
In recent years we have also come to : : :
realise that as a financial institution, v v v
we are in a position to play a broader
role in bringing about social change
that would result in favourable

Environment Management System

outcomes for the environment. % g

Spearheaded by the Company's % GE)

green financial initiative, we strive to Q o ko) o £ g

enhance LBF's credentials as a truly = % % c T 0

green organisation. e o & = o o
S 3

Emphasising our commitment, E %

October 2017 was declared -

Environmental Awareness

Month, with a series of events

organised to raise environmental v v

awareness among employees,

improve employee engagement

in environmental activities and N

encourage green practices among
employees and their families. Green Conserved Green
Business Environment Employee

| CAPITAL REPORTS
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Being a service organisation, LBF

is not directly exposed to the
adverse effects of climate change.
Nonetheless as a responsible
corporate citizen, we feel it is
important to take necessary

action to mitigate the impacts of
climate change eventhough our
product portfolio does not have

any harmful impact towards the
environment. In this regard, we
carry out specific environmental
conservation activities to raise
awareness among the general
public and also invest in specific
initiatives designed to address
pressing environmental issues

that require attention from time to
time. Given our limited expertise
on environmental matters, we rely
on the knowledge and expertise of
specialised environmental bodies to
ensure that our efforts achieve the
desired results. Over the years our
projects have involved partnerships
with Biodiversity Sri Lanka, the
Department of Wild Life, the
Central Environmental Authority, Sri
Lanka Climate Fund, Climate Smart
Initiatives (Pvt) Limited and the Young
Zoologists' Association of Sri Lanka.

GRI-102-11,
302-1

o

Over the years our projects have involved
partnerships with Biodiversity Sri Lanka,
the Department of Wild Life, the Central
Environmental Authority, Sri Lanka
Climate Fund, Climate Smart Initiatives
(Pvt) Limited and the Young Zoologists’

Association of Sri Lanka.

In the year under review, LBF
focused on specific target-driven
activities in line with the Company's
Input and Output Management
model, to minimise the impact on the
environment and thereby reduce the
loss of Natural Capital caused by the
business.

INPUT MANAGEMENT

Energy Management

LBF's total direct energy
requirements are met through
electricity purchased from the
national grid. Over the years, LBF's

consumption and usage of electricity
has increased considerably in line
with the growth in the business

and expansion of LBF's island-wide
footprint. Energy management

has therefore become a critical
priority under our EMS, with energy
efficiency and the measurement of
carbon output for each operation
being the key metrics of our energy
management programme. Moreover,
we believe that for our energy
management programme to be a
success, it requires the commitment
and active participation of all

employees.
Energy Consumption
Energy type 2018/17 2016/17 Change %
Diesel 1,982.80 GJ 2,339.57 GJ (15)
Petrol 4622.90 GJ 6,200.48 GJ (25)
Electricity 15,786.79 GJ 15,180.55 GJ 4
LP Gas - - -
Total 18,231.87 GJ 23,720.60 GJ (36)

The energy consumption ratios for
2017/18 show an decreasing trend
compared to last year, being the
result of the tight management of
energy usage of the Company.
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LBF’s ongoing actions on Energy Management

Main Focus Action taken

Reduce consumption Use of high-tech energy efficient equipment

Energy reduction methodologies

Electronic data collection and analysis

Energy audits

Installation of solar water heating systems to save
electricity

Energy efficient lighting for sign boards at outlets

Maximum usage of natural light

Awareness Display of energy saving tips

Email campaign on the benefits of energy saving

Employee engagement Use of energy reduction methods at office and home

Policies and practices Commitment of employees to the Sustainability Pledge

Regulate the operating time of equipment

Energy Consumption Indicator

2017/18 2016/17
Total energy consumption 18,231.87 GJ 23,720 GJ
Per Employee 5.29 GJ 7.36 GJ
Per Working Day 61.80 GJ 96.43 GJ
Per Outlet 114.66 GJ 154.03 GJ
Total Energy Consumption 2017/18
18,231.87 GJ
23,720.60 GJ (2016/17)
v
Per Employee Per Working Day Per Outlet

5.29 GJ 61.80 GJ 114.66 GJ
7.36GJ (2016/17)  80.40 GJ (2016/17)  154.02GJ (2016/17)

Z

We believe that for our
energy management
programme to be a
success, it requires

the commitment and
active participation of all
employees.

Water Management

Being a service organisation, water
is used primarily for utility and
sanitation needs of LBF's employees
as well as customers, suppliers

and contractors who patronise our
branches. Municipal water is the
primary source of water used by
LBF, although the Company has in
recent times taken steps to ease the
burden on the Municipal supply by
tapping into ground water sources,
where possible and practical. LBF has
invested to install on-site tube wells
at 16 branches on the network.

As a scarce resource, we recognise
that initiatives aimed at conserving
water will undoubtedly contribute to
more sustainable water availability
in the long-term. Hence our EMS
includes a comprehensive Water
Management Plan to encourage

all employees to commit towards
responsible water management and
usage as part of their day-to-day work
routines.

| CAPITAL REPORTS
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Natural Capital

Water Consumption

Water source 2017/18 2016/17
Municipal water supplies 29,891,91Tm? 30,273 m®
Other sources - 615 m?
Total 29,891,91m? 30,888 m®

LBF’s ongoing actions on Water Management

Main focus

Action taken

Reduce Consumption

Use of high-intensity pressure pumps for vehicle
washing

Usage of pressure reducing valves to maintain
consistent water pressure

Taps with spray attachment to regulate water flow

Awareness

Display of energy saving tips

Reuse

Usage of rain water for air conditioner cooling

Policies and Procedures

Commitment of employees to sustainability pledge

Total Water Consumption 2017/18

29,891.91 m®

30,388 m? (2016/17)

$

Per Employee

8.69m3

9.43 m* (2016/17)

v

Per Working Day Per Outlet

101.32 m? 187.99 m?

103.01 m* (2016/17) 197.32m?* (2016/17)

As a scarce resource,
we recognise that
Initiatives aimed at
conserving water will
undoubtedly contribute
to more sustainable
water availability in the
long-term.

Material Management

Given the nature of LBF's business
operations as a financial services
organisation, the Company does not
use large quantities of materials,
except for the use of paper as

part of the day-to-day operations.
However this too is not significant,
compared to the scale of the
business. Nonetheless LBF accepts
its responsibility for even the small
environmental impact resulting from
the use of paper and has taken all
possible steps through the EMS to
manage the effective usage of paper.
At present the Company does not
use any recycled material as input.
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Material Consumption

Z

2017/18 2016/17 2015/16

Unit Quantity Value (Rs.) Quantity Value (Rs.) Quantity Value (Rs.)
Stationery Materials
Paper Kgs 176,302.3 48,440,553 173,639 47,708,803 137,255 42,284,121
Files Kgs 6,330 1,820,901 4,786 1,376,545 4,759 1,325,810
Toners Pieces 2,775 21,495,050 1,923  14,464,88 1,320 9,583,010
Ribbon Pieces 2,132 2,375,934 1,660 1,838,056 1,379 1,679,895
Other Pieces 354,643 7,987,065 289,560 6,521,307 274,945 5,324,540

OUTPUT MANAGEMENT

Waste Management

Given the nature of our business
as a financial services institution,
the Company does not use large
quantities of materials. As such
it is only the use of paper and
limited e-waste that have direct
environmental impact. While the
usage of paper is not significant
compared to the scale of the

business, our EMS nonetheless
provides strict guidelines for the
effective usage of paper. The
responsible disposal of waste forms
an important part of our commitment
to the environment. Accordingly

we work with registered waste
disposal partners to ensure all waste
(paper and e-waste) generated as a
result of our day-to-day operations,
are disposed of in line with Central

Environment Authority (CEA)
guidelines. Accordingly we partner
with, Think Green (Pvt) Limited,
Neptune Papers (Pvt) Limited and
Asia Recycling (Pvt) Limited, all
licensed recyclers registered with the
CEA.

At present the Company does not
use any recycled material as an input
for the day-to-day operations.

Saved (equivalent)

Year Recycled paper No. of fully Litres of oil KWh of Litres of water Cubic metres

(Kgs) grown trees electricity of land fill
2017/18 3,978 68 6,981 15,912 126,421 12
2016/17 7,938 135 13,931 31,752 252,270 24
2015/16 32,065 545 56,274 128,260 1,019,026 96
2014/15 9,336 160 16,385 37,344 296,698 28
2013/14 2,378 40 4,173 9,512 75,573 7

| CAPITAL REPORTS
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GRI-305-6

e

Main focus Our actions

Refuse
documents

Create a paperless environment through a digitalised document management system to store

The centralized web portal has significantly contributed in creating a paperless work environment
which contains organisational policies, procedures, news, photo gallery and other downloadable

documents

Introduce the Paperless Boardroom concept

Usage of paperless fax machines for day-to-day operations

Reduce

To monitor and control the inventory consumption using inventory management system

Reuse

Reuse of paper and envelopes as much as possible

Recycle

Paper items directed for recycling are directed to a designated area within each office

All paper waste is recycled through Neptune Recyclers

Recycle all e-waste through an authorised e-waste recycle partner

Awareness

Regular e-mails notifications to build awareness

Sticker campaigns to promote the effective usage of material

Policies and Practices

Policies on material usage

The Company enforces a dual side printing policy, with all default settings on printers adjusted

accordingly

Emission Measurement

Being a financial institution, LBF's
direct emissions (Scope 1) resulting
from business activities are minimal.
The Company does however share
in the indirect responsibility for
emissions (Scope 2) due to electricity
purchased in the course of business
as well as for emissions caused

by employees commuting to and
from work (Scope 3). As part of its
Carbon Footprint Calculation process
(outlined below), the Company tracks,
measures and analyses the year-
on-year progress made with regard
to Scope 1, Scope 2 and Scope 3
greenhouse gas (GHG) emissions.
Through this process we have been
able to determine performance gaps
and identify weak points, qualifying
necessary corrective action to be
implemented via the EMS.

In the year under review, there
were no significant air emissions
or emission of ozone depleting
substances, pollutants and other
hazardous compounds that were
attributed to LBF's operations. As a
result, no detailed measurement of
emissions was carried out for LBF,
except for what was computed under
the Carbon Footprint Calculation
process.

Carbon Footprint Calculation

Underpinning the commitment
towards becoming a carbon neutral
organisation, LBF embarked on

its Carbon Footprint Calculation
journey in 2013. The process aims to
establish an accurate measurement
of our GHG emissions based on the
energy, water and paper consumption
in the day-to-day operations of the
business. In this way, the process

serves as a mechanism for the
identification of new opportunities for
emission reduction; in turn enabling
the Company to continuously
fine-tune its carbon management
strategy by establishing KPIs that
would accelerate the journey towards
achieving Carbon Neutral status. The
Carbon footprint calculation process
also gives us a good understanding
of the impacts of climate change,
enabling LBF to stay ahead of the
curve through the deployment of a
pre-emptive climate action strategy.
The calculation methodology
followed is that of the internationally
accepted GHG protocol. Accordingly
LBF has reported on GHG emissions
against three WBCSD/WRI scopes;
which offer technical guidance for
ISO 14064 - 1:2006, standards for
the verification of organisational level
GHG assertion.
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GRI-302-3, 4,

305-1,2,3,4,5 7 %
il

Scope Tonnes of CO2 Tonnes of CO2 Tonnes of CO2 equivalent
equivalent 2017/18  equivalent 2016/17 2015/16
Scope 1 - Direct GHG emissions 182 808.23 838.36
Scope 2 - Indirect GHG emissions 2,251 2,150.58 920.74
Scope 3 — Other indirect GHG emissions 790 1,391.28 958.27
Total carbon footprint 3,223 4,360.72 2,717.38

GHG EMISSIONS

Scope co, N,O CH, YEAR WISE COMPARISON
Scope 1 179 0.02 0.009 10y
Scope 2 2,239 0.04 0.04 2300
Scope 3 771 0.2 0.03 2000
1,500
. . 1,000

Energy consumption Energy consumption
0.94tCO,e 20.27tCO.e
per outlet

per employee

Scope 1 Scope 2 Scope 3
2015/16 W 2016/17 MW 2017/18

LBF’s total GHG emissions for 2015/16, 2016/17 and 2017/18 was 2,717.38, 4,360.72 and 3,223tC0O2e respectively. Overall
GHG emissions in 2017/18 decreased by 26% against 2016/17.

Action on carbon emission management during the year

The Company took the following actions within the year and followed the existing practices in a tight manner.

Main focus

LBF’s ongoing actions on controlling emissions

Reduce

Moving away from high-energy consuming equipment in favour of energy saving equipment

Promote the use the common transport as opposed to private transport

Regulating usage during peak times

Providing integrated transport solutions for business duties

Awareness

Email campaign on energy saving mechanisms in the office

Encourage all customers, corporate entities and the general public to contribute in shifting
Sri Lanka to a low-carbon economy through the adoption of eco-friendly practices

Leadership

Lead by example to encourage peers to strive for carbon neutrality by adopting the Carbon
Footprint Calculation process

Policies and Procedures

Secure the commitment of employees to the EMS

| CAPITAL REPORTS
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Green Lending

Efforts by the Company to support a more environmentally-conscious society
is led by the LBF Green Lending initiative, a dedicated leasing facility for the
promotion of hybrid vehicles. With their fuel efficient, low emission profile,
hybrid vehicles help customers to reduce their own personal carbon footprint.

Year No. of green Amount granted

financing facilities (Rs. million)
2017/18 450 1,159.00
2016/17 800 2,471.36
2015/16 368 1,081.61
2014/15 443 1,260.95
2013/14 146 396.75

No. of

financing facilities 450
Amount granted

(Rs. Million) 1 ! 1 5900

ENVIRONMENTAL AWARENESS AND CSR

Focus area Total No. of Employee

Investment beneficiaries voluntary

Preserving nature 3,497,500.00 Not quantifiable 27 employees
15 tiwo
L 3o

Mitigation of 487,005 Not quantifiable 207

environmental impacts

18 iior

L P 2
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Z

LIFE ON LAND PROJECTS
— PROJECT | 01

Tree Planting Programme
(ongoing project)

PROJECT SCOPE OBJECTIVES FROJECT SCOIFE CiElECES

— PROJECT | 02

Environmental Preservation

Distribution of tree » Encourage Commissioning of a Create awareness
saplings among stakeholders to align gantry near the corporate  and emphasise
customers and the with the Company’s office depicting “Don’t on the importance
community environmental goals leave them to fade away” of environmental

conservation

Inspire good behaviour

d thi
andgreen etnies BENEFICIARIES \E/('\)ALPLS:EEEWSM
Conserving flora and U

fauna and protection Society at large 12 employees (44
of biodiversity within volunteer hours)

identified areas

IMPACT ASSESSMENT

EMPLOYEE (Derived through Community Feedback)
BENEFICIARIES VOLUNTEERISM

612 school students and 8 employees (56
customers in Rathnapura,  volunteer hours) v
Panadura and Kegalle
areas
Don’t leave them

(Derived through Community Feedback)

&L B FINANCE
conservationf,,,

| CAPITAL REPORTS
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— PROJECT | 03

and protection

Organised for the children
of LBF employees,
where competitors

were allowed to present
any artwork (painting,
artwork, poems etc.)

on environmental
conservation and
protection. Submissions
were judged on multiple
age categories as well

as an open category to
encourage employees
also to compete. Winners
under each category
were awarded cash
prices.

50 Employees and their
families

IMPACT ASSESSMENT
(Derived through Community Feedback)

Internal competition on environmental conservation

PROJECT SCOPE OBJECTIVES

» Creating awareness
among the employees
and their families

Inculcate green
practices to develop
employees and

their families as the
green partners of the
Company

Motivate the
environmental friendly
attitudes among
employees and their
families

EMPLOYEE
BENEFICIARIES VOLUNTEERISM

90 employees (215
volunteer hours)

- © © & & ®
v

~ PROJECT | 04

Distribution of outfits to forest rangers
(ongoing project)

PROJECT SCOPE OBJECTIVES

Distribution of protective

jackets to wildlife officers to ensure they work

stationed at the 7 wildlife towards protection of

parks. animals at the wild life
park

» Motivate forest rangers

» Support environment
protection activities

Year Project
location

2017/18 Padawiya,
Chundikulam,
Madu, Ampara,
Anuradhapura,
Galoya, Nilgala

2016/17 Horton Plains,
Kaudulla,
Wasgamuwa,
Angamadilla,

Horagolla
2015/16 Ritigala
2014/15  Vala
2013/14 Minneriya
2012/13  Wilpattu

EMPLOYEE
BENEFICIARIES VOLUNTEERISM

Society at large

15 employees (265
volunteer hours)

IMPACT ASSESSMENT
(Derived through Community Feedback)
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~ PROJECT | 05

Installation of signed board at national parks across
Sri Lanka (ongoing initiative)

PROJECT SCOPE OBJECTIVES

A joint environmental Create awareness among
conservation project visitors

conducted in partnership

with the Young

Zoologists' Association to

install display boards with

messages of caution at

the entrance to national

parks

Year Project
location

2017/18 Wasgamuwa

2016/17 Udawalawe,
Wilpattu,
Minneriya,
Horton Plains
and Bundala

EMPLOYEE
BENEFICIARIES VOLUNTEERISM

Society at large

15 employees (76
volunteer hours)

IMPACT ASSESSMENT
(Derived through Community Feedback)

: 88658
o080 HbD cczsm(sa 120663 8869%

Welcome t0 Wasgamuw

a National Park

ALCOHOL IS NO PETS DO NOT ALIGHT
PROHIBITED ~ ALLOWED  THE VEHICLE

FUTURE ACTION

Z

FUTURE ACTION

LBF's commitment towards environmental
sustainability has grown stronger over

the years and the Company has reached

a number of notable milestones, which
prove our dedication and commitment.
Currently our organisational strategy is
aligned with the environmental conservation
and all strategic decisions are made with
significant consideration on our impact on
the environment. The Company believes
that through this dedication it would be able
to make a difference in society to make a
sustainable tomorrow. Moving forward, the
next steps in LBF's environmental strategy
will be;

» Investing in renewable energy to meet
branch energy requirement, in turn
targeting a 30% reduction in LBF's Scope 2
emissions

» Introduce new products to expand the
green lending portfolio

» Engage more stakeholders in carbon
neutral activities

| CAPITAL REPORTS
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Financial Statement Highlights

Operating Results
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EARNINGS PER SHARE (EPS)
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Financial Calendar

2017/18

Publication of interim Financial Statements for the quarter ended 31 March 2017 25 April 2017
Authorisation for issue of audited Financial Statements for 2016/17 23 May 2017
Publication of Annual Report for the financial year ended 31 March 2017 6 June 2017
Held 44th Annual General Meeting of the Company 30 June 2017
Payment of final dividend of Rs. 3.00 per share for the financial year ended 31 March 2017 11 July 2017
Publication of interim Financial Statements for the quarter ended 30 June 2017 28 July 2017
Publication of interim Financial Statements for the quarter ended 30 September 2017 24 QOctober 2017
Publication of interim Financial Statements for the quarter ended 31 December 2017 30 January 2018

Payment of interim dividend of Rs. 7.00 per share for the financial year ended 31 March 2018

9 March 2018

2018/19

Publication of interim Financial Statements for the quarter ended 31 March 2018 11 May 2018
Authorisation for issue of audited Financial Statements for 2017/18 22 May 2018
Publication of Annual Report for the financial year ended 31 March 2018 5 June 2018
45th Annual General Meeting of the Company 29 June 2018
Payment of final dividend of Rs.4.00 per share for the financial year ended 31 March 2018 10 July 2018*
Submission of the interim Financial Statements 2017/18 submitted on 2018/19 to be submitted
in terms of the rule 7.4 of the CSE on or before

For the 3 months ended 30 June, (unaudited) 28 July 2017 15 August 2018

For the 3 and 6 months ended 30 September, (unaudited)

24 October 2017

15 November 2018

For the 3 and 9 months ended 31 December, (unaudited) 30 January 2018 15 February 2019
For the 3 months and year ended 31 March, (unaudited) 11 May 2018 30 May 2019
Publication of the six month Financial Statements as 2017/18 published in newspapers on 2018/19 to be
per requirements of the Central Bank of Sri Lanka - : - published on
English Sinhala Tamil
or before

For the year ended 31 March, (audited)

27 June 2017

27 June 2017

28 June 2017

30 June 2018

For the 6 months ended 30 September, (unaudited)

14 November
2017

14 November
2017

14 November
2017

30 November
2018

*Subject to confirmation by Shareholders
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Durectors” Responsibility Statement on Internal Control

Over Financial Reporting

RESPONSIBILITY

In line with the section 10 (2) (b) of the
Finance Companies Direction No. 03 of
2008 as amended by the Direction No. 06
of 2013, the Board of Directors presents
this report on internal control over
financial reporting.

The Board of Directors (‘Board’) has
overall responsibility for L B Finance
PLC's (‘Company’) internal control over
financial reporting and for reviewing its
adequacy and effectiveness.

The Board has established an ongoing
process for identifying, evaluating and
managing the significant risks faced by
the Company and this process includes
enhancing the system of internal control
over financial reporting as and when there
are changes to business environment

or regulatory guidelines. This process is
regularly reviewed by the Board.

The Board is of the view that the system
of internal control over financial reporting
in place is adequate to provide reasonable
assurance regarding the reliability of
financial reporting that the preparation

of the Financial Statements for external
purposes is in accordance with relevant
accounting principles and regulatory
requirements.

The management assists the Board
in the implementation of the policies
and procedures on risk and control, by

identifying and assessing the risks faced,
and in design, operation and monitoring
of suitable internal controls over financial
reporting to mitigate and control these
risks.

Internal controls over financial reporting
are checked by the Internal Auditors of
the Company for suitability of design
and effectiveness on an ongoing basis.
The scope, quality and reports of internal
audits are reviewed by the Board Audit
Committee at its monthly meetings and
improvements recommended wherever
necessary.

The Company adopts the improvements
in Sri Lanka Accounting Standards and
continuously improves the Financial
Statement closure process, investments
and borrowing procedures, disclosures

with regard to financial risk management,

fair value and management information.

CONFIRMATION

Based on the above processes, the Board

confirms that the financial reporting
system of the Company has been

designed to provide reasonable assurance

regarding the reliability of financial
reporting and the preparation of Financial

Statements for external purposes and has

been done in accordance with Sri Lanka
Accounting Standards and regulatory
requirements of the Central Bank of Sri
Lanka.

REVIEW OF THE STATEMENT BY
EXTERNAL AUDITORS

The External Auditors have submitted a
certification on the process adopted by
the Directors on the system of internal
controls over financial reporting.

By order of the Board,

e

Mrs. Yogadinusha Bhaskaran
Non-Executive Director

fonts

Sumith Adhihe
Managing Director

1 June 2018

| FINANCIAL REPORTS
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Durectors' Responsibility for Financial Reporting

The following statement sets out
responsibility of the Directors in relation to
the Financial Statements of the Company
and its Subsidiary prepared in accordance
with the provisions of the Companies Act
No. 7 of 2007.

The responsibility of the Independent
Auditor in relation to the Financial
Statements is set out in the Report of the
Auditors given on pages 313 to 315 of the
Annual Report.

As per the provisions of sections 151,
162(1) and (2), 153(1) and (2) and 150 (1)
of the Companies Act No. 7 of 2007, the
Directors are required to prepare Financial
Statements for each financial year, which
should give a true and fair view of the
state of affairs of the Company and

its Subsidiary as at the reporting date

and its profit or loss for the financial

year then ended, ensure that they are
completed within six months or such
extended period as may be determined
by the Registrar General of Companies,
certified by the person responsible for the
preparation of the Financial Statements
that it is in compliance with the said
Companies Act and dated and signed on
behalf of the Board by two Directors of
the Company.

In terms of section 166(1) read together
with sections 168(1)(b) and (c) and
section 167(1) of the Companies Act,

the Directors shall cause a copy of the
aforesaid Financial Statements together
with the annual report of the Board of
Directors of the Company prepared as per
section 166(1) of the Companies Act to
be sent to every shareholder not less than
fifteen working days before the date fixed
for holding the Annual General Meeting.

In preparing the Financial Statements,
the Directors are responsible to ensure
that appropriate accounting policies have
been selected and applied consistently,
reasonable and prudent judgments

and estimates have been made and all
applicable accounting standards have
been complied with.

The Directors are also required to ensure
that the Company and its Subsidiary
have adequate resources to continue in
operation to justify applying the going
concern basis in preparing these Financial
Statements.

Further, the Directors have a responsibility
to ensure that the Companies within the
Group maintains sufficient accounting
records to disclose with reasonable
accuracy, the financial position of the
Company and the Subsidiary.

Financial Statements prepared and
presented in this report have been
prepared based on Sri Lanka Accounting
Standards (SLFRS/LKAS) and are
consistent with the underlying books of
accounts and are in conformity with the
requirements of Sri Lanka Accounting
Standards, Companies Act No. 7 of
2007, Sri Lanka Accounting and Auditing
Standards Act No. 15 of 1995 and the
Listing Rules of the Colombo Stock
Exchange.

The Directors have also instituted
effective and comprehensive systems of
internal control for identifying, recording,
evaluating and managing the significant
risks faced by the Company throughout
the year, which is primarily handled
through the Audit Committee and the
Integrated Risk Management Committee
as set out in their Reports that appear on
pages 110 and 112 respectively.

The Directors have taken appropriate
steps to ensure that the Company and
its Subsidiary maintain proper books

of accounts and the financial reporting
system is directly reviewed by the
Directors at their regular meetings and
also through the Board Audit Committee.

The Board of Directors also approves
the interim Financial Statements prior
to their release following a review and
recommendation by the Board Audit
Committee.

The Board of Directors accepts
responsibility for te integrity and
objectivity of the Financial Statements
presented in this Annual Report.

The Financial Statements of the Company
and the Subsidiary have been certified

by the Chief Financial Officer of the
Company, the officer responsible for their
preparation as required by section 152(1)
(b) and they have also been signed by two
Directors of the Company as required by
section 152(1)(c) of the Companies Act.

The Directors to the best of their
knowledge and belief, are satisfied

that all statutory payments in relation

to all relevant regulatory and statutory
authorities, which were due and payable
by the Company and the Subsidiary as
at the reporting date have been paid or
where relevant, provided for.

The Directors are of the view that they
have discharged their responsibilities as
set out in this statement.

By Order of the Board
L B Finance PLC

@m\jw“(,

P W Corporate Secretarial (Pvt) Ltd
Company Secretaries

1 June 2018
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Independent Auditors" Report

Ernst & Young Tel :+94 11 2463500
Chartered Accountants Fax Gen :+94 11 2697369
201 De Saram Place Tax :+94 115578180
P.O. Box 101 eysl@lk.ey.com

Building a better
working world

Colombo 10 ey.com
Sri Lanka

INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF L B FINANCE PLC

Report on the audit of the
Consolidated Financial Statements
Opinion

\We have audited the Financial
Statements of L B Finance PLC ('the
Company’) and the Consolidated Financial
Statements of the Company and its
Subsidiary (‘'the Group’), which comprise
the Statement of Financial Position as

at 31 March 2018, Income Statement
and the Statement of 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.

In our opinion, the accompanying
Financial Statements of the Company and
the Group give a true and fair view of the
financial position of the Company and the
Group as at 31 March 2018, and of their
financial performance and 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
(SLAuSSs). Our responsibilities under
those 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 Group
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 audit
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 judgment, were
of 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 a separate opinion on these
matters. For each matter below, our
description of how our audit addressed
the matter is provided in that context.

We have fulfilled the responsibilities
described in the Auditor’s responsibilities
for the audit of the Financial Statements
section of our report, including in relation
to these matters. Accordingly, our audit
included the performance of procedures
designed to respond to our assessment
of the risks of material misstatement of
the Financial Statements. The results

of our audit procedures, including the
procedures performed to address the
matters below, provide the basis for

our audit opinion on the accompanying
Financial Statements.

| FINANCIAL REPORTS
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Independent Auditors” Report

Key audit matter

How our audit addressed the key audit matter

Impairment of loans and receivables and

lease rentals receivable and stock out on hire

As at 31 March 2018, loans and receivables

and lease rentals receivable and stock out on

hire (net of impairment) amounted to

Rs. 39,894,276 (Rs.'000) and Rs. 62,489,686

(Rs."000) respectively. These collectively

contributed 85% to the Group's total assets.

The allowance for impairment (both individual

and collective) of these financial assets is
estimated by management. The estimation

involves a complex calculation. Assumptions

used by management in this calculation
are inherently judgmental. Note 4.18 to the

Financial Statements more fully describes the

assumptions to which this estimate is most
sensitive.

We considered the estimation of allowance

for impairment as a Key Audit Matter due to

sensitivity of reported results (on financial
performance) to this allowance and the

inherent uncertainty involved in its estimation.

To assess the reasonableness of the allowance for impairment, we performed the

following procedures, among others:

» We understood & evaluated the key internal controls over estimation of the allowance
for impairment including those over identifying occurrence of loss events;

» We test - checked the underlying calculations and data used in such calculations;

» In addition to the above, focused procedures were performed as follows:

Individual allowance for impairment:

For a sample of loans & leases, checked the management's assessment of
effectiveness of controls over the identification of customers for whom an
impairment event has occurred. Further, for such customers, we test — checked the
appropriateness of management’s calculation over the estimation of recoverable

amount.

Collective allowance for impairment:

For loss rates used by management, we assessed the appropriateness of the loss
emergence period and the observation period including consistency with historical loss
experience; assessed the reasonableness of the assumptions on effects arising from

macro — economic factors;

» We assessed the adequacy of the related financial statement disclosures as set out in

note(s) 4.16, 4.17, 4.18 and 5.1 to 5.4.

Other information included in the
Group’s 2018 Annual Report

Other information consists of the
information included in the Annual
Report, other than the Financial
Statements and our auditor’s report
thereon. Management is responsible for
the other information.

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

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
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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
SLAuSSs, we exercise professional
judgment and maintain professional
skepticism throughout the audit. We also:

» |dentify 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
internal controls of the Company and
the Group.

»  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 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 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 1884.

22 May 2018
Colombo

Partners: W R H Fernando FCA FCMA M P D Cooray FCAFCMA R N de Saram ACA FCMA  Ms. N A De Silva FCA Ms. Y A De SilvaFCA W K B S P Fernando FCA FCMA
Ms. KRM Fernando FCA ACMA Ms.LKHL Fonseka FCA AP A Gunasekera FCAFCMA A Herath FCA D K Hulangamuwa FCA FCMA LLB (Lond) H M A Jayesinghe FCA FCMA
Ms. A A Ludowyke FCA FCMA  Ms. G G S Manatunga FCA  Ms. PV K N Sajeewani FCA N M Sulaiman ACA ACMA B E Wijesuriya FCA FCMA

Principal T P M Ruberu FCMA FCCA

A member firm of Ernst & Young Global Limited
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SECTION 01
Income Statement

Company Group
Year ended 31 March 2018 2017 Change 2018
Note Page No. Rs. ‘000 Rs. ‘000 % Rs. ‘000
Income 411 332 25,046,202 19,363,428 29 25,046,339
Interest income 412 332 23,394,115 17,909,935 31 23,395,887
Less: Interest expenses 4.1.6 333 11,498,408 8,112,337 42 11,498,460
Net interest income 4.1.8 334 11,895,707 9,797,598 21 11,897,427
Fee and commission income 4.2 334 1,504,188 1,209,340 24 1,504,599
Net trading income 43 335 (299) (148)  >(100) (299)
Other operating income 4.4 335 148,198 244,301 (39) 146,152
Total operating income 13,547,794 11,251,091 20 13,547,879
Less: Impairment charge/(reversal)
for loans and other losses 45 336 667,628 (42,265) >100 668,005
Less: Gold loan auction losses 2,995 2,200 36 2,995
Net operating income 12,877,171 11,291,156 14 12,876,879
Less: operating expenses
Personnel expenses 46 337 2,397,919 2,110,405 14 2,400,735
Depreciation of property, plant and equipment 4.23 369 365,599 326,128 12 365,684
Amortisation of intangible assets 4.24 376 18,636 17,090 9 19,053
Other operating expenses 4.7 338 2,280,634 1,935,589 18 2,282,693
Total operating expenses 5,062,788 4,389,212 15 5,068,165
Operating profit before tax on financial services 7,814,383 6,901,944 13 7,808,714
Less: Tax on financial services 4.8 339 1,336,693 1,027,101 30 1,336,693
Profit before taxation 6,477,690 5,874,843 10 6,472,021
Less: income tax expense 4.9.1 (a) 340 2,226,969 1,956,639 14 2,226,969
Profit for the year 4,250,721 3,918,204 8 4,245,052
Profit attributable to:
Equity holders of the Company 4,250,721 3,918,204 8 4,245,069
Non-controlling interest - (17)
Profit for the year 4,250,721 3,918,204 8 4,245,052
Earnings per share: Basic/diluted (Rs.) 4.10 342 30.69 28.29 8 30.65
Dividend per share 4.1 343
Dividend per share: Gross (Rs.) 11.00* 9.00 22
Dividend per share: Net (Rs.) 9.74* 8.10 20

*Calculated based on interim dividend paid and proposed final dividend, which is to be approved at the Annual General

Meeting.

Accounting policies and notes from pages 324 to 413 form an integral part of these Financial Statements.
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Statement of Comprehensive Income

Company Group
Year ended 31 March 2018 2017 Change 2018
Note Page No. Rs. ‘000 Rs. ‘000 % Rs. ‘000
Profit for the year 4,250,721 3,918,204 8 4,245,052
Other Comprehensive Income that will be
reclassified to Income Statement
Net gains/(losses) from translating the
Financial Statements of the foreign operations - - - 5,247
Fair value gains and losses arising on
re-measuring available for sale financial assets
Equity securities
Fair value gains/(losses) on re-measuring
equity securities 3,604 (20,391) >100 3,604
Reclassification adjustment for
impairment on equity securities 4,456 5,672 (21) 4,456
Net fair value gains/(losses) on
re-measuring equity securities 8,060 (14,719) >100 8,060
Other Comprehensive Income that will be
reclassified to Income Statement 8,060 (14,719) >100 13,307
Less: deferred tax charge/(reversal) on
above items - - -
Net Other Comprehensive Income that
will be reclassified to the Income Statement 8,060 (14,719) >100 13,307
Other Comprehensive Income that will
never be reclassified to Income Statement
Actuarial gains and losses on defined benefit plans 4.32.3 386 (47,807) (4,420) >(100) (47,807)
Less: deferred tax charge/(reversal) on
actuarial gains and losses 4.9.1 (b) 341 (13,386) (1,238) >(100) (13,386)
Net Other Comprehensive Income that will
never be reclassified to Income Statement (34,421) (3,182)  >(100) (34,421)
Other Comprehensive Income for the year, net of tax (26,361) (17,901) (47) (21,114)
Total Comprehensive Income for the year, net of tax 4,224,360 3,900,303 8 4,223,938
Attributable to:
Equity holders of the Company 4,224,360 3,900,303 8 4,223,939
Non-controlling interest - - - (1)
Total Comprehensive Income for the year, net of tax 4,224,360 3,900,303 8 4,223,938

Accounting policies and notes from pages 324 to 413 form an integral part of these Financial Statements.
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Company Group
As at 31 March 2018 2017 Change 2018
Note Page No. Rs. ‘000 Rs. ‘000 % Rs. ‘000
Assets
Cash and cash equivalents 414 356 5,874,375 2,895,085 >100 5,990,295
Financial investments - held for trading 4.15 357 9,682 10,068 (4) 9,682
Loans and receivables 4.16 358 39,855,398 33,488,779 19 39,894,276
Lease rentals receivable and stock out on hire 4.17 360 62,489,686 55,660,963 12 62,489,686
Financial investments - available for sale 4.19 364 121,624 118,021 3 121,624
Other financial assets 4.20 367 6,772,554 6,721,526 1 6,766,710
Other non-financial assets 4.21 368 815,808 305,048 >100 816,463
Investment in Subsidiary 4.22 369 152,916 - 100 -
Property, plant and equipment 4.23 369 4,680,619 3,514,356 33 4,681,849
Intangible assets 4.24 376 48,119 49,189 (2) 52,861
Total assets 120,820,780 102,763,035 18 120,823,446
Liabilities
Due to banks 4.25 378 22,838,038 23,778,147 (4) 22,838,038
Due to customers 4.26 380 72,943,833 60,401,955 21 72,946,011
Debt instruments issued and
other borrowed funds 4.27 381 5,152,832 2,044,216 >100 5,152,832
Other financial liabilities 4.28 382 1,761,418 2,007,402 (12) 1,761,418
Other non-financial liabilities 4.29 383 852,715 673,436 27 853,165
Current tax liabilities 4.30 383 633,058 691,091 (8) 633,058
Deferred tax liabilities 4.31 384 1,058,750 503,488 >100 1,058,750
Post employment benefit liability 4.32 385 231,240 153,621 51 231,240
Total liabilities 105,471,884 90,253,356 17 105,474,512
Equity
Stated capital 4.33 388 838,282 838,282 - 838,282
Reserves 4.34 388 4,270,522 3,412,318 25 4,275,753
Retained earnings 4.35 389 10,240,092 8,259,079 24 10,234,440
Total equity attributable to
equity holders of the Company 15,348,896 12,609,679 23 15,348,475
Non-controlling interest 4.36 389 - - - 459
Total equity 15,348,896 12,509,679 23 15,348,934
Total liabilities and equity 120,820,780 102,763,035 18 120,823,446
Commitments and contingencies 6.5 411 1,261,981 994,135 27 1,261,981
Net asset value per share (Rs.) 6.6 412 110.81 90.31 23 110.81

FINANCIAL REPORTS

| certify that these Financial Statements are in compliance with the requirements of the Companies Act No. 07 of 2007.

T H‘asitha Athapattu
Chief Financial Officer

The Board of Directors is responsible for these Financial Statements. Approved and signed for and on behalf of the Board of Directors by,

ot

J A'S Sumith\Adhihetty
Managing Director

e
Mrs. Yogadinusha Bhaskaran

Director

Accounting policies and notes from pages 324 to 413 form an integral part of these Financial Statements.

22 May 2018
Colombo
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Stated Retained Statutory  Available for Total
capital earnings reserve  sale reserve equity
Note  Page No. Rs. '000 Rs. '000 Rs. '000 Rs. '000 Rs. '000
Balance as at 1 April 2016 838,282 6,970,499 2,641,042 29,496 10,479,319
Net profit for the year - 3,918,204 - 3,918,204
Other Comprehensive Income,
net of tax - (3,182) (14,719) (17,901)
Total Comprehensive Income
for the year, net of tax - 3,915,022 (14,719) 3,900,303
Transactions with owners,
recognised directly in equity,
contributions and distributions
to owners
Transfers during the year - (756,499) 783,641 (27,142) -
Final dividend for 2015/16 4.11 343 - (1,038,857 - (1,038,857)
Interim dividend for 2016/17 4.11 343 - (831,086) (831,086)
Total transactions with equity holders - (2,626,442) 783,641 (27,142)  (1,869,943)
Balance as at 31 March 2017 838,282 8,259,079 3,424,683 (12,365) 12,509,679
Net profit for the year - 4,250,721 - 4,250,721
Other Comprehensive
Income, net of tax - (34,421) 8,060 (26,361)
Total Comprehensive Income
for the year, net of tax - 4,216,300 8,060 4,224,360
Transactions with owners, recognised
directly in equity, contributions and
distributions to owners
Transfers during the year 4.34 388 - (850,144) 850,144 - -
Final dividend for 2016/17 4.11 343 - (415,543) - (415,543)
Interim dividend for 2017/18 4.11 343 - (969,600) (969,600)
Total transactions with
equity holders - (2,235,287 850,144 - (1,385,143
Balance as at 31 March 2018 838,282 10,240,092 4,274,827 (4,305) 15,348,896

Figures in brackets indicate deductions.

Accounting policies and notes from pages 324 to 413 form an integral part of these Financial Statements.
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Statement of Cash Flows

Accounting Policy

The cash flow statement has been prepared by using ‘The Indirect Method" in accordance with the Sri Lanka Accounting Standard
- LKAS 7 (Statement of cash flows), whereby operating activities, financing activities and investing activities have been recognised.
Cash and cash equivalents comprise short term, highly liquid investments that are readily convertible to known amounts of cash and
are subject to an insignificant risk of changes in value. The cash and cash equivalents consist of cash in hand, balances with banks,

placements with banks, money at call and short notice.

Company Group
Year ended 31 March 2018 2017 2018
Note Page No. Rs. ‘000 Rs. ‘000 Rs. ‘000
Cash flows from/(used in) operating activities
Profit and Other Comprehensive Income before taxation 6,437,944 5,855,704 6,437,522
Adjustments for -
Depreciation of property, plant and equipment 4.23 369 365,599 326,128 365,684
Amortisation of intangible assets 4.24 376 18,636 17,090 19,053
Impairment charges/(reversal) for loans and other losses 45 336 667,628 (42,265) 668,005
Gold loan auction losses 2,995 2,200 2,995
Diminution/(appreciation) in value of investments (3,219) 20,968 (3,219)
Loss/(profit) on disposal of property, plant and equipment 4.4 335 (4,334) (11,191) (4,334)
Provision/(reversal) for defined benefit plans 4.32.1 385 92,496 41,550 92,496
Foreign currency exchange (gain)/loss - - 2,046
Dividend received (1,972) (3,666) (1,972)
Interest income on investing activities (955,142) (637,386) (955,142)
Notional tax credit on interest on treasury bills and bonds 419 334 (56,809) (50,263) (56,809)
Withholding tax attributed to fixed deposits (47,398) (19,282) (47,398)
Net unrealised gains/(losses) arising from translating the
Financial Statements of foreign operations - (5,247)
Operating profit before changes in operating
assets and liabilities 6,516,424 5,499,588 6,513,680
(Increase)/decrease in operating assets
(Increase)/decrease in loans and receivables (6,768,837)  (7,040,802) (6,808,092)
(Increase)/decrease in lease rentals receivable and
stock out on hire (7,094,809) (10,523,719) (7,094,809)
(Increase)/decrease in other financial assets 131,507  (2,510,968) 137,351
(Increase)/decrease in other non-financial assets (724,702) 354,969 (722,153)
(14,456,841) (19,720,520) (14,487,703
Increase/(decrease) in operating liabilities
Increase/(decrease) in due to customers 12,541,878 7,022,153 12,544,056
Increase/(decrease) in other financial liabilities (245,984) 137,461 (245,984)
Increase/(decrease) in other non-financial liabilities 179,279 75,629 179,743
12,475,173 7,235,243 12,477,815
Cash generated from operations 4,534,756  (6,985,689) 4,503,792
Retirement benefit liabilities paid 4.32.1 385 (14,877) (14,788) (14,877)
Income tax paid (1,400,624)  (1,687,940) (1,400,524)
Net cash from/(used in) operating activities 3,119,355 (8,688,417) 3,088,391

Figures in brackets indicate deductions.

Accounting policies and notes from pages 324 to 413 form an integral part of these Financial Statements.
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Statement of Cash Flows

Company Group
Year ended 31 March 2018 2017 2018
Note Page No. Rs. ‘000 Rs. ‘000 Rs. ‘000
Cash flows from/(used in) investing activities
Acquisition of property, plant and equipment 4.23 369 (1,637,335)  (1,809,158) (1,538,653
Acquisition of intangible assets 4.24 376 (17,566) (31,513) (22,739
Proceeds from sale of property, plant and equipment 9,807 25,159 9,807
Sale/(purchase) of financial investments - available for sale 2 - 2
Investment in Subsidiary 4.22 369 (152,915) - -
Interest received 772,607 569,545 772,607
Dividend received 1,972 3,666 1,972
Net cash flows from/(used in) investing activities (923,428)  (1,242,301) (777,004)
Cash flows from/(used in) financing activities
Net cash flow from syndicated loans and other bank
facilities (1,190,197) 8,864,917 (1,190,197)
Net cash flow from debt issued and other borrowings 3,108,615 (557,066) 3,108,615
Capital contribution from non-controlling interest of a
newly incorporated Subsidiary 4.36 389 - - 460
Dividends paid 4.11.1 343 (1,385,143)  (1,869,943) (1,385,143
Net cash flows from/(used in) financing activities 533,275 6,437,908 533,735
Net increase/(decrease) in cash and cash equivalents 2,729,202 (3,492,810) 2,845,122
Cash and cash equivalents at the beginning of the year 1,859,817 5,352,627 1,859,817
Cash and cash equivalents at the end of the year 4.14.3 356 4,589,019 1,859,817 4,704,939
Operational cash flows from interest
Interest received 23,211,581 17,842,094 23,213,352
Interest paid 10,454,626 7,910,612 10,454,677

Figures in brackets indicate deductions.

Accounting policies and notes from pages 324 to 413 form an integral part of these Financial Statements.

| FINANCIAL REPORTS
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Notes to the Financial Statements

SECTION 02
Corporate Information

2.1 REPORTING ENTITY

L B Finance PLC, is a domiciled, public
limited liability Company incorporated

in Sri Lanka on 30 May 1971 under the
Companies Act No 51 of 1938. The
Company was re-registered under the
Companies Act No 07 of 2007. ltis a
Licensed Finance Company registered
under the Finance Business Act No

42 of 2011 and amendments thereto.
The registered office of the Company

is located at No 275/75, Prof. Stanley
Wijesundara Mawatha, Colombo 07. The
shares of the Company have a primary
listing on the Colombo Stock Exchange.
The staff strength of the Company as at
31 March 2018 was 3,441 (2017 : 3,221).

Corporate information is presented on
page 444 of this Annual Report.

For purposes of this report, ‘L B Finance’,
the ‘Company’, ‘we’, ‘our’, ‘us’ or similar
references mean L B Finance PLC.

22 CONSOLIDATED FINANCIAL
STATEMENTS

The Consolidated Financial Statements as
at and for the year ended 31 March 2018,
comprise the L B Finance PLC (Parent
Company) and its Subsidiary (together
referred to as the 'Group’ and individually
as 'Group entities’).

The Company's parent undertaking is
Vallibel One PLC. The Company's ultimate
parent undertaking is Vallibel One PLC,
which is incorporated in Sri Lanka. The
Company's ultimate controlling party is
Mr. Dhammika Perera.

23 PRINCIPAL BUSINESS
ACTIVITIES, NATURE OF
OPERATIONS OF THE GROUP
AND OWNERSHIP BY THE
COMPANY IN ITS SUBSIDIARY

L B FINANCE PLC

v

L B MICROFINANCE
MYANMAR COMPANY
LIMITED

.

L B Finance PLC

The Company provides a comprehensive
range of financial services encompassing
Acceptance of Fixed Deposits,
Maintenance of Savings Accounts,
Providing Finance Lease, Hire Purchase,
Mortgage Loans, Gold Loans, Margin
Trading Facilities, Personnel Loans,
Factoring and Trade Finance Loans, Micro
Finance, Other Credit Facilities and Value
Added Services.

There were no significant changes in the
nature of the principal activities of the
Company during the financial year under
review.

L B Microfinance
Myanmar Company Limited

L B Microfinance Myanmar Company
Limited was incorporated in Myanmar on
22 May 2017 as a 99% (31 March 2018 -
99.70%) owned Subsidiary of

L B Finance PLC. The principal business
activities include engaging in microfinance
lending. A licence was issued by the
Myanmar Microfinance Supervisory
Committee to operate as a microfinance
organisation during the financial year. L B
Microfinance Myanmar Company Limited
commenced its commercial operations in
December 2017.

24  APPROVAL OF FINANCIAL
STATEMENTS BY DIRECTORS

The Financial Statements of the Group
and the Company for the year ended
31 March 2018 (including comparatives
for 31 March 2017) were approved

and authorized for issue by the Board
of Directors in accordance with the
resolution of the Directors on 22 May
2018.
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Basis of Preparation

25 STATEMENT OF COMPLIANCE

Financial Statements of the Group

and the separate Financial Statements
of the Company which comprise the
Statement of Financial Position, Income
Statement, Statement of Comprehensive
Income, Statement of Changes in Equity,
Statement of Cash Flow, Accounting
Policies and Notes, have been prepared
and presented in accordance with Sri
Lanka Accounting Standards (SLFRSs
and LKASs) laid down by the Institute

of Chartered Accountants of Sri Lanka
(CA Sri Lanka) and in compliance with
the requirements of the Companies

Act No 07 of 2007. The presentation

of these Financial Statements is also in
compliance with the requirements of
Finance Business Act No 42 of 2011,
Listing Rules of the Colombo Stock
Exchange and the CBSL guidelines.

These Financial Statements, except for
information on cash flows have been
prepared following the accrual basis of
accounting.

The Group did not adopt any inappropriate
accounting treatments, which are not in
compliance with the requirements of the
SLFRSs and LKASs, regulations governing
the preparation and presentation of the
Financial Statements.

2.6  RESPONSIBILITIES FOR THE
FINANCIAL STATEMENTS

The Board of Directors of the Company
is responsible for these Financial
Statements of the Group and the
Company as per the provisions of the
Companies Act No 07 of 2007 and Sri
Lanka Accounting Standards.

The Board of Directors acknowledges the
responsibility in relation to the Financial
Statements, as set out in the ‘Directors’
Responsibility for Financial Reporting’,
‘Annual Report of the Board of Directors’
and in the statement appearing with the

Statement of Financial Position of the
Annual Report.

2.7 BASIS OF MEASUREMENT

The Financial Statements of the Group
have been prepared on the historical cost
basis, except for the following material
items in the Statement of Financial
Position:

» Financial assets held at fair value
through profit or loss (FVTPL) and
available for sale (AFS).

» Liabilities for defined benefit obligations
are recognized at the present value of
the defined benefit obligation.

2.8  GOING CONCERN

The Directors have made an assessment
of its ability to continue as a going
concern and are satisfied that it has the
resources to continue in business for the
foreseeable future. Furthermore, Board
is not aware of any material uncertainties
that may cast significant doubt upon the
Group's ability to continue as a going
concern and they do not intend either

to liquidate or to cease operations of

the Group. Therefore, the Financial
Statements continue to be prepared on
the going concern basis.

2.9 FUNCTIONAL AND
PRESENTATION CURRENCY

The Financial Statements of the Company
are presented in Sri Lankan Rupees,
which is the currency of the primary
economic environment in which L B
Finance PLC operates.

Each entity in the Group determines

its own functional currency and items
included in the Financial Statements of
these entities are measured using that
Functional Currency. These Financial
Statements are presented in Sri Lankan
Rupees, the Group's Functional and
Presentation Currency.

The information presented in US Dollars
on pages from 416 to 418 does not form
part of the Financial Statements and is
made available solely for the information
of stakeholders.

210 PRESENTATION OF FINANCIAL
STATEMENTS

Assets and Liabilities of the Group
presented in their Statements of
Financial Position are grouped by nature
and listed in an order that reflects their
relative liquidity and maturity pattern.
No adjustments have been made for
inflationary factors affecting the Financial
Statements. An analysis on recovery

or settlement within 12 months after
the reporting date (current) and more
than 12 months after the reporting date
(non current) is presented in Note 6.3
on 'Current and Non Current Analysis of
Assets and Liabilities’ to these Financial
Statements.

211 USE OF MATERIALITY,
AGGREGATION, OFFSETTING
AND ROUNDING

Materiality and aggregation

In compliance with Sri Lanka Accounting
Standard - LKAS 01 (Presentation of
Financial Statements), each material class
of similar items is presented separately

in the Financial Statements. Items of
dissimilar nature or functions too are
presented separately unless they are
immaterial.

Offsetting

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 simultaneously. Income and
expenses are not offset in the Income

| FINANCIAL REPORTS
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Statement unless required or permitted
by an Accounting Standard.

Rounding

The amounts in the Financial Statements
have been rounded off to the nearest
Rupees thousands, except where
otherwise indicated as permitted by the
Sri Lanka Accounting Standard - LKAS 01
(Presentation of Financial Statements).

212 COMPARATIVE INFORMATION

The comparative information is
reclassified wherever necessary

to conform to the current year's
presentation. The details of such
reclassification have been provided in
Note 6.8.

2.13  SRILANKA ACCOUNTING
STANDARDS ISSUED BUT
NOT YET EFFECTIVE AS AT 31
MARCH 2018

The following new accounting standards/
amendments have been issued by the
Institute of Chartered Accountants of

Sri Lanka that have an effective date in
the future and have not been applied in
preparing these Financial Statements.
Those accounting standards will have
an effect on the accounting policies
currently adopted by the Group and may
have an impact on the future Financial
Statements. None of those have been
adopted by the Group yet.

Sri Lanka Accounting Standard -
SLFRS 9 (Financial Instruments)

Sri Lanka Accounting Standard - SLFRS
9 (Financial Instruments) will replace
Sri Lanka Accounting Standard - LKAS
39 (Financial Instruments - Recognition
and Measurement) for annual periods
beginning on or after 1 January 2018
with early adoption permitted. In 2016
the Company set up a multidisciplinary
implementation team with members
from its Risk, Finance and Operations

teams to prepare for Sri Lanka
Accounting Standard - SLFRS 9 (Financial
Instruments) implementation. The Project
is jointly sponsored by the Chief Financial
Officer and Chief Risk Officer.

Classification and measurement

From a classification and measurement
perspective, Sri Lanka Accounting
Standard - SLFRS 9 (Financial
Instruments) requires all financial
assets, except equity instruments and
derivatives, to be assessed based on a
combination of the Company’s business
model for managing the assets and

the instruments’ contractual cash flow
characteristics.

(a) Business model assessment

Company determines its business model
at the level that best reflects how it
manages the financial assets to achieve
its objectives. The Company's business
model is not assessed on an instrument
by instrument basis, but at a higher level
of aggregated portfolios and is based on
observable factors such as;

P

How the performance of the business
model and the financial asset held
within that business model are
evaluated and reported to the entity’s
key management personnel

The risks that affect the performance
of the business model (and the
financial assets held within that
business model) and, in particular, the
way those risks are managed

How managers of the business are
compensated (for example, whether
the compensation is based on the fair
value of the assets managed or on the
contractual cash flow collected)

The expected frequency, value and
timing of sales

The business model assessment

is based on reasonably expected
scenarios without taking ‘worst case’
or 'stress case’ scenarios into account.
If cash flows after initial recognition are
realized in a way that is different from
the Company’s original expectation,
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.

(b) Contractual cash flow
characteristic test

As the second test of the classification
process the Company assesses the
contractual terms of the financial asset to
identify whether those meet 'Solely the
Payment of Principle and Interest’ (SPPI)
criteria.

Principle for the purpose of this test is
defined as the fair value of the financial
asset at initial recognition which may
change over the life of the financial asset
(for example, if there are repayments of
principle or amortization of the premium/
discount).

The most significant elements of interest
within a lending arrangement are typically
the consideration for the time value of
money and credit risk. To make SPPI
assessment, the Company applies
judgment and considers relevant factors
such as currency in which the financial
asset is denominated and the period for
which the interest rate is set.

In contrast to contractual exposures

that introduce a more than deminimis
exposure to risk or volatility in the
contractual cash flows that are unrelated
to a basic lending arrangement do not
give rise to contractual cash flows that
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are solely the payment of principle and
interest on the amount outstanding. In
such cases the financial asset is required
to be measured at 'Fair Value through
Profit or Loss'.

Impairment of financial assets

Overview of Expected Credit Loss
principle (ECL)

Sri Lanka Accounting Standard - SLFRS
9 (Financial Instruments) principally
changes the Company's loan loss
provision method by replacing the
incurred loss approach as per Sri

Lanka Accounting Standard - LKAS 39
(Financial Instruments - Recognition and
Measurment) with a forward looking
ECL Approach. ECL allowance is based
on credit losses expected to arise over
the life of the asset (Lifetime expected
credit loss or LTECL), unless there has
been no significant increase in credit risk
since origination in which case the loss
allowance will be 12 month expected
credit loss (12mECL).

12mECL is the portion of LTECL that
represents the ECL which results from
default events of a financial instrument
which may arise within 12 months after
the reporting date.

The Company has established a policy

to perform an assessment, at the end

of each reporting period to identify
whether a financial instrument's credit
risk has increased significantly since
initial recognition. Based on such process
Company groups loans into Stage 1,
Stage 2, Stage 3 as described below;

Stage 1: When loans are first
recognised, the Company recognises an
allowance based on 12mECL. Stage 1
loans also include the facilities which are
reclassified from Stage 2 since the credit
risk has improved. Assessment of Stage
1 is performed collectively.

Stage 2 : When a loan has shown a
significant increase in credit risk since
origination, the Company records an
allowance for the LTECL. Stage 2

loans also include facilities, which are
reclassified from stage 2 since the credit
risk has improved. Assessment of stage 2
is performed collectively.

Stage 3 : When a loan is considered

to be credit impaired/contain objective
evidences of incurred loss, the Company
records an allowance for the LTECL.
Stage 3 assessment will be performed
individually.

Significant increase in credit risk

The Company continuously monitors

all assets subject to ECL, in order to
determine whether there has been a
significant increase in credit risk since
initial recognition and whether the
instrument or a portfolio of instruments
is subject to 12mECL or LTECL. The
Company considers an exposure to have
a significant increase in credit risk by
rebutting the presumption of 30 days and
considers 90 days (three months) pass
due as the point of significant increase in
credit risk.

Individually significant impairment
assessment and loans which are not
impaired individually

Company will individually assess all
significant customer exposures to
identify whether there are any indicators
of impairment. Loans with objective
evidence of incurred losses are classified
as Stage 3. Loans which are individually
significant but not impaired will be
assessed collectively for impairment
under either Stage 1 or Stage 2, based
on the above specified criteria to identify
whether there has been a significant
credit deterioration since origination.

While establishing significant credit
deterioration, Company will consider the
following criteria;

Other changes in the rates or terms
of an existing financial instrument that
would be significantly different if the
instrument was newly originated

)

Significant changes in external market
indicators of credit risk for a particular
financial instrument or similar financial
instrument

Other information related to the
borrower, such as changes in the price
of a borrower's debt/equity instrument

An actual/expected internal credit
rating downgrade for the borrower or
decrease in behavioural score used to
assess credit risk internally

Existing or forecast adverse changes
in business, financial or economic
conditions that are expected to cause
a significant change in the borrower’s
ability to meet its obligation

An actual or expected significant
change in the operating results of

the borrower in relation to actual/
expected decline in revenue, increase
in operating risk, working capital
deficiency, decrease in asset quality,
increase in gearing and liquidity
management problems

P

Significant increase in credit risk on
other financial instruments of the same
borrower

An actual or expected significant
adverse change in the regulatory,
economic or technological environment
of the borrower that results in a
significant change in the borrower’s
ability to meet the debt obligation

Grouping financial assets measured on
a collective basis

As explained above, Company calculates
ECL either on a collective or individual
basis. Asset classes where Company
calculates ECL on an individual basis
includes all individually significant assets
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which belong to Stage 3. All assets which
belong to Stage 1 and 2 will be assessed
collectively for impairment.

Company groups smaller homogeneous
exposures based on a combination of
internal and external characteristics such
as product type, customer type, days past
due etc.

Calculation of ECL

The expected cash shortfalls are calculated
by multiplying respective loan level PDs,
EADs and LGDs. The cash shortfall is
discounted to the Effective Interest Rate
(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.

PDs and LGDs are adjusted to the forward
looking information using statistically
quantified variance.

The mechanics of the ECL calculation are
outlined below and the key elements are
as follows;

» Probability of Default (PD) : PD is an
estimate of the likelihood of default over
a given time horizon. Hence majority
of our client base being retail; we use
internal information to estimate the
PDs. The client has two credit statuses
which can be identified as default or
non default (Rebut the presumption of
90 days and consider 150 days (five
months) past due as the definition of
default). We used Cohort method (CM)
to compute the PDs.

Exposure at Default (EAD) : EAD 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 and
expected draw downs on committed
facilities.

» Loss Given Default (LGD) : LGD is an
estimate of the loss arising, where a
default occurs at a given time calculated
based on historical recovery data. It is
usually expressed as a percentage of
the EAD.

For all products, Company considers the
maximum period over which the credit
losses are determined is the contractual
life of a financial instrument.

Forward looking information

Company relies on broad range of
qualitative/quantitative forward looking
information as economic inputs in the
Multiple economic factor model developed
to forecast the expected Non-Performing
Loans.

Compared to existing accounting
requirements, Sri Lanka Accounting
Standard — SLFRS 9 (Financial
Instruments) is expected to require higher
impairments earlier in a debt asset's life
and the recognition of losses on off-
balance sheet facilities. Together this will
result in a higher overall balance sheet
impairment requirement. This difference
is expected, on transition to Sri Lanka
Accounting Standard — SLFRS 9 (Financial
Instruments), to be recognised at the time
of the implementation. It is anticipated
that the impact will be significant to

the Company. We have calculated the
potential impact of the new requirement
based on 31 March 2018 figures. The
increase in total balance sheet impairment
provision is as follows;

As at 31 March 2018 Rs. ‘000
Total expected loss (SLFRS 9) 990,757
Less - Collective provision for

unimpaired loans (LKAS 39) 763,029
Increase in total balance

sheet impairment

provision 227,728

Amendments to Sri Lanka Accounting
Standard - LKAS 28 (Investments in
Associates and Joint Ventures)

The amendments address the conflict
between Sri Lanka Accounting Standard

- SLFRS 10 (Consolidated Financial
Statements) and Sri Lanka Accounting
Standard - LKAS 28 (Investments in
Associates and Joint Ventures) in dealing
with the loss of control of a Subsidiary
that is sold or contributed to an associate
or joint venture. The amendments clarify
that the gain or loss resulting from the sale
or contribution of assets that constitute a
business, as defined in IFRS 3, between
an investor and its associate or joint
venture, is recognised in full. Any gain or
loss resulting from the sale or contribution
of assets that do not constitute a
business, however, is recognised only to
the extent of unrelated investors’ interests
in the associate or joint venture. The IASB
has deferred the effective date of these
amendments indefinitely, but an entity that
early adopts the amendments must apply
them prospectively. The Group will apply
these amendments when they become
effective.

Sri Lanka Accounting Standard - SLFRS
15 (Revenue from Contracts with
Customers)

Sri Lanka Accounting Standard - SLFRS 15
(Revenue from Contracts with Customers)
is effective for periods beginning on or
after 1 January 2018 with early adoption
permitted. Sri Lanka Accounting Standard
- SLFRS 15 (Revenue from Contracts

with Customers) defines principles for
recognising revenue and will be applicable
to all contracts with customers. However,
interest and fee income integral to financial
instruments and leases will continue to fall
outside the scope of Sri Lanka Accounting
Standard — SLFRS 15 (Revenue from
Contracts with Customers) and will be
regulated by the other applicable standards
(e.g., SLFRS 9 and SLFRS 16).

Revenue under Sri Lanka Accounting
Standard — SLFRS 15 (Revenue from
Contracts with Customers) will need to
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be recognised as goods and services

are transferred, to the extent that the
transferor anticipates entitlement to
goods and services. The standard will
also specify a comprehensive set of
disclosure requirements regarding the
nature, extent and timing, as well as any
uncertainty of revenue and corresponding
cash flows with customers. The Company
does not anticipate early adoption of Sri
Lanka Accounting Standard - SLFRS 15

(Revenue from Contracts with Customers).

Implementation of the Sri Lanka
Accounting Standard — SLFRS 15
(Revenue from Contracts with Customers)
is not expected to have an impact on the
Financial Statements since majority of our
revenue generating instruments meet the
definition of financial instruments under
Sri Lanka Accounting Standard - SLFRS 9
(Financial Instruments).

Sri Lanka Accounting Standard - SLFRS
16 (Leases)

Sri Lanka Accounting Standard — SLFRS
16 (Leases) provides a single lessee
accounting model, requiring leases to
recognise assets and liabilities for all
leases unless the lease term is 12 months
or less or the underlying asset has a low
value even though lessor accounting
remains similar to current practice. Those
currently classified as operating leases will
create on balance sheet long term asset
and lease creditor. This supersedes: Sri
Lanka Accounting Standard — LKAS 17
(Leases), IFRIC 4 (Determining Whether
an Arrangement Contains a Lease), SIC 15
(Operating Leases - Incentives) and SIC 27
(Evaluating the Substance of Transactions
Involving the Legal form of a Lease).
Earlier application is permitted for entities
that apply Sri Lanka Accounting Standard
- SLFRS 15 (Revenue from Contracts with
Customers).

Sri Lanka Accounting Standard — SLFRS 16
(Leases) is effective for annual reporting
periods beginning on or after 1 January
2019.

The Group and the Company are assessing
the potential financial impact on its
Financial Statements from Sri Lanka
Accounting Standard — SLFRS 16 (Leases).
We expect to have the main impact from
the properties which has taken (as a
lessee) on long term rent basis.

IFRIC Interpretation 23 : Uncertainty
over income tax treatment

This interpretation addresses the
accounting for income taxes when tax
treatments involve uncertainty that affects
the application of Sri Lanka Accounting
Standard - LKAS 12 (Income tax) and does
not apply to taxes or levies outside the
scope of Sri Lanka Accounting Standard

- LKAS 12 (Income tax), nor does it
specifically include requirements relating
to interest and penalties associated

with uncertain tax treatments. The
interpretation specifically addresses the
following;

» Whether an entity considers uncertain
tax treatments separately

» The assumptions an entity makes about
the examination of tax treatments by
taxation authorities

» How an entity determines taxable profit
(tax loss), tax bases, unused tax losses,
unused tax credits and tax rates

» How an entity considers changes in
facts and circumstances. An entity
must determine whether to consider
each uncertain tax treatment separately
or together with one or more other
uncertain tax treatments. The approach
that better predicts the resolution of
the uncertainty should be followed. The
interpretation is effective for annual
reporting periods beginning on or after
1 January 2019, the Group may need
to establish processes and procedures
to obtain information that is necessary
to apply the interpretation on a timely
basis.

2.14 CHANGES IN ACCOUNTING
POLICIES

The accounting policies adopted by the
Group are consistent with those used in
the previous financial year.

2.15 SIGNIFICANT ACCOUNTING
ASSUMPTIONS, JUDGEMENTS
AND ESTIMATION
UNCERTAINTIES

The preparation of Financial Statements

of the Group in conformity with Sri

Lanka Accounting Standards requires

the management to make assumptions,
judgements and estimates that affect the
application of accounting policies and the
reported amounts of assets, liabilities,
income and expenses. Due to the inherent
uncertainty involved with estimates, actual
results may differ from these estimates.

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

The most significant areas of estimation
uncertainties, critical judgments and
assumptions in applying accounting
policies that have most significant effect
on the amounts recognised in the Financial
Statements of the Group are as follows;
3.8 Impairment of Non-Financial Assets
4.9 Taxation

4.18 Allowance for Impairment Losses

4.19 Impairment of Financial Investments
- Available for Sale

4.22 Investment in Subsidiary

4.23 Useful life time of the Property, Plant
and Equipment

4.24 Useful life time of the Intangible
Assets

4.31 Deferred Taxation
4.32 Post Employment Benefit Liability
6.5 Commitments and Contingencies

6.9 Events Occuring after the Reporting
Date
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SECTION 03

General Accounting Policies and Notes

Accounting policy relating to each
accounting topic is given along with the
relevant Note to the Financial Statements.
The other significant accounting policies are
described below;

3.1 BASIS OF CONSOLIDATION

The Group's Financial Statements
comprise, Consolidated Financial
Statements of the Company and its
Subsidiary in terms of the Sri Lanka
Accounting Standard - SLFRS 10
(Consolidated Financial Statements).

3.1.2 Non-controlling interest

Details of Non-Controlling Interest are given
in Note 4.36 to these Financial Statements.

313  Subsidiary

Details of the Company’s Subsidiary are
set out in Note 4.22 to these Financial
Statements.

3.1.4 Loss of control

When the Group loses control over a
Subsidiary, it derecognises the assets
and liabilities of the Subsidiary, and any
related Non-Controlling Interest and other
components of equity. Any resulting

gain or loss is recognised in the Income
Statement. Any interest retained in the
former Subsidiary is measured at fair
value when control is lost. Subsequently,
it is accounted for as an Associate or in
accordance with the Group's Accounting
Policy for financial instruments depending
on the level of influence retained.

3.1.5 Transactions eliminated on
consolidation

Intra-group balances, transactions and any
unrealised income and expenses (except
for foreign currency transaction gains or
losses) arising from intra-group transactions
are eliminated in preparing the Consolidated
Financial Statements. Unrealised gains
arising from transactions with equity
accounted investees are eliminated

against the investment to the extent of the
Group's interest in the investee. Unrealised
losses are eliminated in the same way as
unrealised gains, but only to the extent that
there is no evidence of impairment.

3.2 FOREIGN CURRENCY

3.2.1 Foreign currency transactions
and balances

Foreign currency transactions are translated
into the functional currency, which is Sri
Lankan Rupees, using the exchange rates
prevailing at the dates of the transactions.
In this regard, the Company's practice is to
use the middle rate of exchange ruling at
the date of the transaction.

Monetary assets and liabilities denominated
in foreign currencies as at the Reporting
date are translated into the functional
currency at the middle exchange rate of
the functional currency ruling as at the
Reporting date. The foreign currency

gain or loss on monetary items is the
difference between amortised cost in the
functional currency as at the beginning

of the year adjusted for effective interest
and payments during the year and the
amortised cost in foreign currency
translated at the exchange rate as at the
Reporting date.

Non-monetary assets and liabilities
denominated in foreign currencies that

are measured at fair value are translated
into the functional currency at the spot
exchange rate at the date that the fair value
was determined. Non-monetary items that
are measured in terms of historical cost

in a foreign currency are translated using
the exchange rate as at the date of the
transaction.

Foreign currency differences arising on
translation are generally recognised in
Income Statement. However, foreign
currency differences arising from the
translation of Available-for-sale equity
instruments are recognised in Other
Comprehensive Income.

3.2.2 Foreign currency translations

The Group's Consolidated Financial
Statements are presented in Sri Lankan
Rupees, which is also the Company's
functional currency. The Financial
Statements of the foreign operations of
the Company have been translated into the
Group's presentation currency as explained
under Note 3.2.3 below.

3.23 Foreign operations

The results and financial position of
overseas operations that have a functional
currency different from the Company's
presentation currency are translated into
the Company's presentation currency as
follows;

Assets and liabilities, including goodwill
and fair value adjustments arising on
acquisition, are translated at the rates of
exchange ruling as at the Reporting date.

Income and expenses are translated at

the average exchange rate for the period,
unless this average rate is not a reasonable
approximation of the rate prevailing at the
transaction date, in which case income and
expenses are translated at the exchange
rates ruling at the transaction date.

All resulting exchange differences are
recognised in the OCl and accumulated in
the Foreign Currency Translation Reserve
(Translation Reserve), which is a separate
component of Equity, except to the extent
that the translation difference is allocated to
the Non-Controlling Interest.

When a foreign operation is disposed of
such that the control is lost, the cumulative
amount in the translation reserve related to
that foreign operation is reclassified to the
Income Statement as part of the gain or
loss on disposal. If the Group disposes of
only part of its interest in a Subsidiary that
includes a foreign operation while retaining
control, then the relevant proportion of

the cumulative amount of the translation
reserve is reattributed to Non-Controlling
Interest.

33 PROVISIONS

A provision is recognised if, as a result

of a past event, the Group has a present
legal or constructive obligation that can be
estimated reliably, and it is probable that
an outflow of economic benefits will be
required to settle the obligation.

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
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uncertainties surrounding 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. A provision for
onerous contracts is recognised when the
expected benefits to be derived by the
Group from a contract are lower than the
unavoidable cost of meeting its obligations
under the contract. The provision is
measured as the present value of the
lower of the expected cost of terminating
the contract and the expected net cost of
continuing with the contract.

Before a provision is established, the
Group recognises any impairment loss on
the assets associated with that contract.
The expense relating to any provision is
presented in the Income Statement net of
any reimbursement.

34 OPERATIONAL RISK EVENTS

Provisions for operational risk events are
recognised for losses incurred by the
Company which do not relate directly to
amounts of principal outstanding for loans
and advances. The amount recognised

as a provision is the best estimate of the
expenditure required to settle the present
obligation as at the reporting date, taking
into account the risks and uncertainties that
surround the events and circumstances
that affect the provision.

35 OTHER TAXES

3.5.1 Economic Service Charge (ESC)

As per provisions of the Economic Service
Charge (ESC) Act No 13 of 2006 and
subsequent amendments thereto, ESC
was payable on Company's liable turnover
at 0.5% and was deductible from income
tax payable.

35.2 Withholding Tax on Dividends
(WHT)

Withholding Tax arises from the distribution
of dividends by the Company and is
recognised at the time the liability to pay
the related dividend is recognised.

3.6 BORROWING COSTS

As per the Sri Lanka Accounting Standard
- LKAS 23 (Borrowing Costs), the Group
capitalises borrowing costs that are directly
attributable to the acquisition, construction
or production of a qualifying asset as part
of the cost of the asset. A qualifying asset
is an asset which takes a substantial period
of time to get ready for its intended use or
sale. Other borrowing costs are recognised
in the Income Statement in the period in
which they occur.

37 FINANCIAL GUARANTEES AND
LOAN COMMITMENTS

Financial Guarantees are contracts that
require the Group to make specified
payments to reimburse the holder for

a loss that it incurs because a specified
debtor fails to make payment when it is
due in accordance with the terms of a debt
instrument. Loan commitments are firm
commitments to provide credit under pre-
specified terms and conditions.

Liabilities arising from financial guarantees
or commitments to provide a loan at a
below-market interest rate are initially
measured at fair value and the initial fair
value is amortised over the life of the
guarantee or the commitment. The liability
is subsequently carried at the higher of this
amortised amount and the present value of
any expected payment to settle the liability
when a payment under the contract has
become probable.

The Group has issued no loan commitment
that are measured at FVTPL. The Group
recognises a provision in accordance with
the Sri Lanka Accounting Standard — LKAS
37 (Provisions, Contingent Liabilities and
Contingent Assets), if the contract was
considered to be onerous. Liabilities

arising from financial guarantees and

loan commitments are included within
provisions.

Details of Commitments and Contingencies
are presented in Note 6.5 to these Financial
Statements.

38 IMPAIRMENT OF NON-
FINANCIAL ASSETS

The Company assess at each reporting
date whether there is an indication that an
asset may be impaired. If any indication
exists, or when annual impairment testing
for an asset is required, the Company
estimates the asset's recoverable amount.
An asset's recoverable amount is the higher
of an asset’s or Cash Generating Unit's
(CGU's) fair value less costs to sell and its
value in use. Where the carrying amount of
an asset or CGU exceeds its recoverable
amount, the asset is considered impaired
and is written down to its recoverable
amount.

In assessing value in use, the estimated
future cash flows are discounted to their
present value using a pre—tax discount rate
that reflects current market assessments
of the time value of money and the risks
specific to the asset. In determining fair
value less costs to sell, an appropriate
valuation model is used. These calculations
are corroborated by valuation multiples,
quoted share prices for publicly traded
subsidiaries or other available fair value
indicators.

For assets excluding goodwill, an
assessment is made at each reporting
date as to whether there is any indication
that previously recognised impairment
losses may no longer exist or may have
decreased. If such indication exists,

the Company estimates the asset's or
CGU's recoverable amount. A previously
recognised impairment loss is reversed
only if there has been a change in the
assumptions used to determine the
asset's recoverable amount since the last
impairment loss was recognised. The
reversal is limited so that the carrying
amount of the asset does not exceed

its recoverable amount, nor exceeds the
carrying amount that would have been
determined, net of depreciation, had no
impairment loss been recognised for
the asset in prior years. Such reversal is
recognised in the Income Statement.

| FINANCIAL REPORTS



332 L BFinance PLC . Annual Report 2017/18

Notes to the Financial Statements

SECTION 04
Specific Accounting Policies and Notes

4.1 NET INTEREST INCOME

Accounting policy

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Group and the revenue can be reliably
measured. The following specific recognition criteria must also be met before revenue is recognised.

For all financial instruments measured at amortised cost, interest bearing financial assets classified as available for sale and financial
instruments designated at fair value through profit or loss, interest income or expense is recorded using the effective interest rate (EIR
method). EIR is the rate that exactly discounts estimated future cash payments or receipts through the expected life of the financial
instrument or a shorter period, where appropriate, to the net carrying amount of the financial asset or financial liability.

The calculation of EIR takes into account all contractual terms of the financial instrument and includes any fees or incremental costs that

are directly attributable to the instrument and are an integral part of the EIR, but not future credit losses.

The carrying amount of the financial asset or financial liability is adjusted if the Group revises its estimates of payments or receipts. The
adjusted carrying amount is calculated based on the original EIR and the change in carrying amount is recorded as an impairment charge

or reversal to the Income Statement.

Interest income on impaired financial instruments continues to be recognised at original EIR to the unadjusted carrying amount until the
financial asset has been classified as fully impaired. Until such the accrued interest added to the unadjusted carrying amount has been
impaired to the estimated Loss Given Default (LGD). Discontinuation of interest accrual is discussed in Note 4.18.5 to these Financial
Statements. Interest from overdue rentals have been accounted for on a cash received basis.

411 Income

Company Group
2018 2017 2018
Rs. ‘000 Rs. ‘000 Rs. ‘000
Interest income 23,394,115 17,909,935 23,395,887
Fee and commission income 1,504,188 1,209,340 1,504,599
Net trading income (299) (148) (299)
Other operating income 148,198 244,301 146,152
25,046,202 19,363,428 25,046,339

4.1.2 Interest Income
Company Group
2018 2017 2018
Rs. ‘000 Rs. ‘000 Rs. ‘000
Loans and receivables (Note 4.1.3) 8,251,407 6,349,685 8,253,179
Lease rentals receivable and stock out on hire (Note 4.1.4) 14,083,358 10,853,318 14,083,358
Other financial assets 1,059,350 706,932 1,059,350
23,394,115 17,909,935 23,395,887
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4.1.3 Interest income - loans and receivables

Company Group
2018 2017 2018
Rs. ‘000 Rs. ‘000 Rs. ‘000
Gold loans 4,319,109 3,365,389 4,319,109
Vehicle loans 909,041 966,816 909,041
Medium and short-term loans 989,088 639,946 990,860
Mortgage loans 1,376,270 952,613 1,376,270
Quick loans 6,113 7,620 6,113
Power drafts 540,318 349,279 540,318
Margin trading 4,518 3,490 4,518
Factoring receivable 106,411 64,440 106,411
Real estate loans 539 92 539
8,251,407 6,349,685 8,253,179
414 Interest income - lease rentals receivable and stock out on hire
Company Group
2018 2017 2018
Rs. ‘000 Rs. ‘000 Rs. ‘000
Lease rentals receivable 13,953,681 10,406,296 13,953,681
Stock out on hire 129,677 447,022 129,677
14,083,358 10,853,318 14,083,358
=
o
Company Group E
2018 2017 2018 b
Rs. ‘000 Rs. ‘000 Rs. ‘000 :;:
415 Interest income from Sri Lanka Government Securities 568,092 502,635 568,092 %
4.1.6 Interest expenses
Company Group
2018 2017 2018
Rs. ‘000 Rs. ‘000 Rs. ‘000
Due to banks 2,589,652 1,888,152 2,589,652
Due to customers 8,487,449 5,878,599 8,487,501
Debt issued and other borrowed funds 421,307 345,586 421,307
11,498,408 8,112,337 11,498,460
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4.1.7 Interest expenses (Product-wise breakdown)

Company Group

2018 2017 2018

Rs. ‘000 Rs. ‘000 Rs. ‘000

Bank overdrafts 663 4,532 663
Syndicated loans and other bank facilities 2,588,989 1,883,619 2,588,989
Fixed deposits 8,268,964 5,674,988 8,268,964
Certificates of deposit 10,990 15,373 10,990
Savings deposits 207,495 188,239 207,547
Unsecured debentures 421,307 345,586 421,307
11,498,408 8,112,337 11,498,460

Company Group

2018 2017 2018

Rs. ‘000 Rs. ‘000 Rs. ‘000

4.1.8 Net interest income 11,895,707 9,797,598 11,897,427

4.1.9 Notional tax credit for withholding tax on Government Securities on secondary market transactions - Company

The Inland Revenue Act No 10 of 2006 and the amendments thereto, provided that a Company which derives interest income from the
secondary market transactions in Government Securities would be entitled to a notional tax credit (being one-ninth of the net interest
income) provided such interest income forms part of the statutory income of the Company for that year of assessment.

Accordingly, the net interest income earned from the secondary market transactions in Government Securities for the year, has been
grossed up in these Financial Statements with the resulting notional tax credit amounted to Rs. 56,809,154/- (2017 - Rs. 50,263,497/-).

4.2 FEE AND COMMISSION INCOME

Accounting policy

The Group earns fee and commission income from a diverse range of services it provides to its customers. These fees include credit-
related fees and commission income. All fees and commissions are recognised to the Income Statement on an accrual basis. Fee and
commission income that are integral to the EIR of a financial asset or financial liability are capitalised and included in the measurement of
the EIR and recognised in the Income Statement over the expected life of the instrument.

Company Group

2018 2017 2018

Rs. ‘000 Rs. ‘000 Rs. ‘000

Credit-related fees and commissions 924,436 736,196 924,847
Service charge 579,752 473,144 579,752

1,504,188 1,209,340 1,504,599
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43 NET TRADING INCOME

Accounting policy

Net trading income includes all gains and losses from changes in fair value and related dividends for financial assets and financial

liabilities ‘held for trading’ other than interest income.

Dividend income received from financial investments - held for trading is recognised when the Group's right to receive the payment is

established.
Company Group

2018 2017 2018
Rs. ‘000 Rs. ‘000 Rs. ‘000
Dividend income from financial investments - held for trading 86 430 86

Appreciation/(depreciation) in market value of financial investments
- held for trading (385) (578) (385)
(299) (148) (299)

44  OTHER OPERATING INCOME

Accounting policy

Income earned on other sources, which are not directly related to the normal operations of the Group is recognised as Other Operating

Income on an accrual basis.

Dividend income received from financial investments - available for sale is recognised when the Group's right to receive the payment is

established.

The profit/(loss) on disposal of property, plant and equipment is determined as the difference between the carrying amount of the assets
at the time of disposal and the proceeds of disposal, net of incremental disposal costs. This is recognised as an item of ‘Other Operating

Income’ in the year in which significant risks and rewards of ownership are transferred to the buyer.

Income on operating leases are accounted for on a straight-line basis over the periods of the leases.

Company Group
2018 2017 2018
Rs. ‘000 Rs. ‘000 Rs. ‘000
Dividend income from financial investments - available for sale 1,886 3,236 1,886
Reclassification adjustment for impairment on equity securities (4,456) (5,672) (4,456)
Profit/(loss) on disposal of property, plant and equipment 4,334 11,191 4,334
Real estate income (net of cost) 3,291 200,103 3,291
Income on operating lease 122,422 16,889 122,422
Sundry income 20,721 18,554 18,675
148,198 244,301 146,152
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45 IMPAIRMENT CHARGE/(REVERSAL) FOR LOANS AND OTHER LOSSES

Accounting policy

The Group recognises the changes to the impairment provision for loans and other losses which are assessed as per the Sri Lanka
Accounting Standard - LKAS 39 (Financial Instruments: Recognition and Measurement). The methodology adopted by the Group is
explained in the Note 4.18 to these Financial Statements. Recovery of amounts written-off as bad and doubtful debts is recognised on a

cash basis.

Company Group
2018 2017 2018
Rs. ‘000 Rs. ‘000 Rs. ‘000
Loans and receivables (Note 4.18.1) 415,476 6,290 415,853
Lease rentals receivable and stock out on hire (Note 4.18.1) 364,809 94,016 364,809
Other losses 2,318 (8,848) 2,318
Recovery of written-off debts (114,975) (133,723) (114,975)
667,628 (42,265) 668,005

45.1 Impairment charge/(reversal) for loans and other losses (Detailed breakdown) - Company

2018
Direct Charge Reversal Net
write offs  for the year for the year amount
Rs. '000 Rs. '000 Rs. '000 Rs. '000
Loans and receivables 19,947 527,229 (131,700) 415,476
Lease rentals receivable and stock out on hire 5,124 729,999 (370,314) 364,809
Other losses - 5,271 (2,953) 2,318
25,071 1,262,499 (504,967) 782,603
Recovery of written-off debts (114,975)
667,628
2017

Direct Charge Reversal Net
write offs  for the year for the year amount
Rs. '000 Rs. '000 Rs. '000 Rs. '000
Loans and receivables 12,090 194,234 (200,034) 6,290
Lease rentals receivable and stock out on hire 7,546 501,664 (415,194) 94,016
Other losses - (8,848) (8,848)
19,636 695,898 (624,076) 91,458
Recovery of written-off debts (133,723)

(42,265)
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45.2 Impairment charge/(reversal) for loans and other losses (Detailed breakdown) - Group

2018
Direct Charge Reversal Net
Write Offs  for the Year for the Year amount
Rs. '000 Rs. '000 Rs. '000 Rs. '000
Loans and receivables 19,947 527,606 (131,700) 415,853
Lease rentals receivable and stock out on hire 5,124 729,999 (370,314) 364,809
Other losses - 5,271 (2,953) 2,318
25,071 1,262,876 (504,967) 782,980
Recovery of written-off debts (114,975)
668,005

4.6 PERSONNEL EXPENSES

Accounting policy

Personnel expenses include salaries and bonus, terminal benefits and other staff-related expenses. The provision for bonus is recognised
when it is probable that an outflow of resource embodying economic benefits will be required to settle the obligation and a reliable

estimate can be made on the amount of the obligation.

Defined contribution plans - Employees’ Provident Fund and Employees’ Trust Fund - Company

A defined contribution plan is a post-employment benefit plan under which an entity pays fixed contributions into a separate entity (a
fund) and will have no legal or constructive obligation to pay further contributions if the fund does not hold sufficient assets to pay all
employee benefits relating to employee services in the current and prior periods as defined in the Sri Lanka Accounting Standard - LKAS

19 (Employee Benéfits).

The contribution payable to a defined contribution plan is in proportion to the services rendered to the Company by the employees and is
recorded as an expense when they become due. Unpaid contributions are recorded as a liability.

The Company and the employees contribute 15% and 10% respectively on the salary of each employee to the Employees’ Provident

Fund.

The Company contributes 3% of the salary of each employee to the Employees’ Trust Fund.

Defined benefit plans - Company

A defined benefit plan is a post employment benefit plan other than a defined contribution plan. Accordingly, staff gratuity was

considered as Defined Benefit Plan as per Sri Lanka Accounting Standard - LKAS 19 (Employee Benefits).

Company Group

2018 2017 2018

Rs. ‘000 Rs. ‘000 Rs. ‘000

Salaries and other related expenses 2,034,887 1,798,757 2,037,703
Employer’s contribution to Employees' Provident Fund 188,583 162,964 188,583
Employer’s contribution to Employees' Trust Fund 37,717 32,693 37,717
Gratuity charge/(reversal) for the year 44,689 37,130 44,689
Staff training 8,565 8,046 8,565
Staff welfare expenses 78,817 68,625 78,817
Amortisation of staff loan day 01 difference 4,661 2,290 4,661
2,397,919 2,110,405 2,400,735
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4.7 OTHER OPERATING EXPENSES

Accounting policy

Other operating expenses are recognised in the Income Statement on the basis of a direct association between the cost incurred and
the earnings of the specific items of the income. All the expenditure incurred in the running of the business and in maintaining the
property, plant and equipment in a state of efficiency has been charged to the Income Statement in arriving at the profit for the year.

Company Group

2018 2017 2018

Rs. ‘000 Rs. ‘000 Rs. ‘000

Directors' emoluments 16,399 17,738 16,399
Auditors' remuneration 2,950 2,750 2,950
Audit-related expenses 2,597 2,461 2,597
Non-audit fees to auditors 1,045 790 1,045
Professional and legal expenses 46,025 48,057 46,025
Deposit insurance premium 93,017 74,336 93,017
General insurance expenses 152,248 118,501 152,248
Office administration and establishment expenses 1,344,162 1,138,865 1,346,221
Advertising and business promotional expenses 579,039 493,479 579,039
Crop insurance levy expenses 43,152 38,612 43,152
2,280,634 1,935,589 2,282,693

Crop insurance levy

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

Directors’ emoluments

Directors’ emoluments include fees paid to Non-Executive Directors. Remunerations paid to Executive Directors are included under

Salaries and other related expenses in Note 4.6.
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48  TAX ON FINANCIAL SERVICES

Accounting policy

Tax on Financial Services include Value Added Tax on Financial Services and Nation Building Tax on Financial Services.

Value Added Tax (VAT) on financial services

VAT on Financial Services is calculated in accordance with Value Added Tax Act No 14 of 2002 and subsequent amendments thereto. The
base for the computation of Value Added Tax on Financial Services is the accounting profit before VAT and NBT on Financial Services and
income tax adjusted for the economic depreciation and emoluments payable to employees including cash benefits, non-cash benefits

and provisions relating to terminal benefits.
VAT rate applied for the financial year ended 31 March 2018 was 15%.

VAT rates applied during the financial year ended 31 March 2017 were as follows;

Period Rate
1 April 2016 - 1 May 2016 1%
2 May 2016 - 11 July 2016 15%
12 July 2016 - 31 October 2016 1%
1 November 2016 - 31 March 2017 15%

Nation Building Tax (NBT) on financial services

As per provisions of the Nation Building Tax Act (NBT) No 9 of 2009 and amendments thereto, NBT on Financial Services was payable
at 2% on Company's value additions attributable to Financial Services with effect from 1 January 2014. The value addition attributable to

Financial Service is same as the value using to calculate VAT on Financial Services.

Company Group

2018 2017 2018

Rs. ‘000 Rs. ‘000 Rs. ‘000

Value Added Tax on financial services 1,179,435 896,389 1,179,435
Nation Building Tax on financial services 157,258 130,712 157,258
1,336,693 1,027,101 1,336,693
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49  TAXATION

Accounting policy

As per Sri Lanka Accounting Standard - LKAS 12 (Income Taxes), tax expense is the aggregate amount included in determination of profit
or loss for the period in respect of current and deferred taxation. Income tax expense is recognised in the Income Statement except to
the extent it relates to items recognised directly in "Equity’ or ‘Other Comprehensive Income (OCI)’, in which case it is recognised in
Equity orin OCI.

Current taxation

Current tax assets and liabilities consist of amounts expected to be recovered from or paid to the Commissioner General of Inland
Revenue in respect of the current year and any adjustment to tax payable in respect of prior years. The tax rates and tax laws used to
compute the amount are those that are enacted or substantially enacted by the reporting date. Accordingly, provision for taxation is
based on the profit for the year adjusted for taxation purposes in accordance with the provisions of the Inland Revenue Act No 10 of
2006 and the amendments thereto at the rates specified in Note 4.9.2 to the Financial Statements.

Accounting estimates

The Group is subject to income taxes and other taxes. Significant judgment was required to determine the total provision for current,
deferred and other taxes. Uncertainties exist, with respect to the interpretation of the applicability of tax laws, at the time of the
preparation of these Financial Statements. The Company recognized assets and liabilities for current, deferred and other taxes based on
estimates of whether additional taxes will be due. Where the final tax outcome of these matters is different from the amounts that were
initially recorded, such differences will impact the income, deferred and other tax amounts in the period in which the determination is
made.

Deferred taxation

Detailed disclosure of accounting policies and estimate of deferred tax is available in Note 4.31 to the Financial Statements.

4.9.1 The major components of income tax expenses for the years ended 31 March are as follows;

Company Group
2018 2017 2018
Rs. ‘000 Rs. ‘000 Rs. ‘000
4.9.1 (a) Income Statement
Current income tax
Income tax for the year 1,633,990 1,663,183 1,633,990
Under/(over) provision of current taxes in respect of previous years 24,331 31,872 24,331

Deferred tax
Deferred taxation charge/(reversal) (Note 4.31) 568,648 361,584 568,648
2,226,969 1,956,639 2,226,969
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Company Group
2018 2017 2018
Rs. ‘000 Rs. ‘000 Rs. ‘000

4.9.1 (b) Other Comprehensive Income

Deferred tax

Deferred taxation charge/(reversal) (Note 4.31) (13,386) (1,238) (13,386)
(13,386) (1,238) (13,386)
4.9.1 (c) Total tax expense for the financial year 2,213,683 1,955,401 2,213,683

4.9.2 Reconciliation of accounting profit and taxable income

A reconciliation between the tax expense and the accounting profit multiplied by relevant tax rate for the years ended 31 March is as follows;

Company Group
2018 2017 2018
Rs. ‘000 Rs. ‘000 Rs. ‘000
Accounting profit before income taxation Tax rate 6,477,690 5,874,843 6,472,021
Income tax expense at the statutory income
L B Finance PLC 28% 1,813,753 1,644,956 1,813,753
L B Microfinance Myanmar Company Limited 25% - - -
Tax effect of non-deductible expenses 391,012 283,972 391,012
Tax effect of allowable credits (1,575) (3,134) (1,575)
Tax effect of exempt income (552) (1,027) (552)
Adjustments of taxes in respect of prior years 24,331 31,872 24,331 ®
2,226,969 1,956,639 2,226,969 §
Charge/(reversal) for deferred tax 568,648 361,584 568,648 %
Effective tax rate 34.38% 33.31% 34.41% Z—E
Effective tax rate (excluding deferred tax ) 25.60% 27.15% 25.62% g
Accounting profit before tax on financial services 7,814,383 6,901,944 7,808,714 -
Effective tax rate (excluding tax on financial services) 28.50% 28.35% 28.52%

4.9.3 income tax expense/refund of the Company and its subsidiary have been recorded for on the taxable income at rates
shown below;

2018 2017

L B Finance PLC 28% 28%

L B Microfinance Myanmar Company Limited 25% -
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4.9.4 Summary of the taxes paid during the year

Company Group
2018 2017 2018
Rs. ‘000 Rs. ‘000 Rs. ‘000
Direct taxes

Income tax 1,400,524 1,687,940 1,400,524
Value added tax on financial services 1,199,539 803,195 1,199,539
Nation building tax on financial services 156,343 125,598 156,343
Crop insurance levy 53,570 40,681 53,570
Economic service charge 118,364 69,956 118,364
2,928,340 2,727,370 2,928,340

Indirect taxes (collected and paid)
Value added tax 330,323 413,938 330,323
Nation building tax 32,017 27,469 32,017
Stamp duty 315,992 291,797 315,992
Withholding tax on dividend and interest 329,024 261,726 329,024
Paye tax 77,908 66,169 77,908
1,085,264 1,061,099 1,085,264
Total taxes paid during the financial year 4,013,604 3,788,469 4,013,604

410 EARNINGS PER ORDINARY SHARE

Accounting policy

The Group presents Basic and Diluted Earnings Per Share (EPS) data for its ordinary shares. Basic earnings per share is calculated by
dividing the net profit for the year attributable to ordinary shareholders by weighted average number of ordinary shares outstanding
during the year, as per the Sri Lanka Accounting Standard - LKAS 33 (Earnings Per Share).

Diluted EPS is determined by adjusting the profit or loss attributable to the ordinary shareholders and the weighted average number of
ordinary shares outstanding for the effects of all potentially dilutive ordinary shares, which comprise share options granted to employees.
The Group does not have any potentially dilutive shares.

4.10.1 Income and share details used in the basic earning per share computation

Company Group
2018 2017 2018

Amounts used as the numerators:

Profit after tax for the year attributable to equity holders (Rs. ‘000) 4,250,721 3,918,204 4,245,069

Number of ordinary shares used as denominators for
basic earnings per share

Weighted average number of ordinary shares in issue 138,514,284 138,514,284 138,614,284

Basic/diluted earnings per ordinary share (Rs.) 30.69 28.29 30.65
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4.10.2 The Diluted earnings per ordinary share is equal to the basic earnings per ordinary share since the Company and the Group does
not have any convertible securities as at the reporting date.

4.10.3 There have been no transactions involving ordinary shares or potential ordinary shares between the reporting date and the date
of the completion of these Financial Statements which would require the restatement of EPS.

411 DIVIDEND PAID AND PROPOSED

Accounting policy

Provision for final dividends is recognized at the time the dividend recommended and declared by the Board of Directors, is approved by
the shareholders. Interim dividends payable is recognised when the Board approves such dividend in accordance with the Companies
Act No 7 of 2007.

Dividends for the year that are declared after the reporting date are disclosed in Note 6.9 to the Financial Statements as an event after
the reporting period in accordance with the Sri Lanka Accounting Standard - LKAS 10 (Events Occurring after the Reporting Period).

Company
2018 2017
Rs. ‘000 Rs. ‘000
4.11.1 Declared and paid during the year
Dividends on ordinary shares:
Final dividend for 2017 - Rs. 3.00 per share
(First and final dividend for 2016 - Rs. 7.50 per share) 415,643 1,038,857
Interim dividend for 2018 - Rs. 7.00 Per share
(Interim dividend for 2017 - Rs. 6.00 per share) 969,600 831,086

1,385,143 1,869,943

4.11.2 Proposed for approval at Annual General Meeting
(not recognised as a liability as at 31 March)
Dividends on ordinary shares:

Final dividend for 2018 - Rs. 4.00 per share
(Final dividend for 2017 - Rs. 3.00 per share) 554,057 415,543

412 FINANCIAL INSTRUMENTS
Accounting policy

Date of recognition

All financial assets and liabilities are initially recognized on the trade date, i.e., the date that the Group becomes a party to the contractual
provisions of the instrument. This includes 'regular way trades’. Regular way trades means purchases or sales of financial assets that
require delivery of assets within the time frame generally established by regulation or convention in the market place.

Classification and initial measurement of financial instruments

The classification of financial instruments at the initial recognition depends on their purpose and characteristics and the management’s
intention in acquiring them. All financial instruments are measured initially at their fair value plus transaction costs that are directly
attributable to acquisition or issue of such financial instruments except in the case of financial assets and financial liabilities at fair value
through profit and loss as per the Sri Lanka Accounting Standard - LKAS 39 (Financial Instruments: Recognition and Measurement).
Transaction costs in relation to financial assets and financial liabilities at fair value through profit and loss are dealt with through Income
Statement.
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‘Day 1’ profit or loss

When the transaction price differs from the fair value of other observable current market transactions in the same instrument, or based
on a valuation technique whose variables include only data from observable markets, the Group immediately recognises the difference
between the transaction price and fair value (a ‘Day 1" profit or loss) in ‘net trading income'.

Classification and subsequent measurement of financial assets

Financial assets held for trading and available for sale financial investments are subsequently measured at fair value. Changes in fair
value of financial assets held for trading are recognized in ‘net trading income’. Unrealised gains and losses from available for sale
financial investments are recognised directly in equity through ‘Other Comprehensive Income” in the ‘available for sale reserve’. When
the investment is disposed of, the cumulative gain or loss previously recognised in equity is recognised in the Income Statement in
‘other operating income’. Where the Group holds more than one investment in the same security, they are deemed to be disposed of on
a weighted average basis. Interest earned whilst holding available for sale financial investments' is reported as 'interest income’ using
the effective interest rate (EIR).

Financial assets classified under loans and advances are substantially measured at amortised cost using the EIR method. Amortised
cost is calculated by taking into account any discount or premium on the issue and costs that are an integral part of the EIR. The EIR
amortisation is included in ‘interest income” in the Income Statement.

Classification and subsequent measurement of financial liabilities

At the inception the Group determines the classification of its financial liabilities. Accordingly, all financial liabilities are classified as
financial liabilities at amortised cost.

Financial Instruments issued by the Group that are not designated at fair value through profit or loss, are classified as liabilities under
‘due to banks’, ‘due to customers’, ‘debt issued and other borrowed funds’ and other financial liabilities as appropriate, where the
substance of the contractual arrangement results in the Group 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 amount of cash or another financial asset for a fixed number of
own equity shares at amortised cost using the EIR method.

After initial recognition, such financial liabilities are substantially measured at amortised cost using the EIR method. Amortised cost

is calculated by taking into account any discount or premium on the issue and costs that are an integral part of the EIR. The EIR
amortisation is included in ‘interest expenses’ in the Income Statement. Gains and losses are recognised in the Income Statement when
the liabilities are derecognised as well as through the EIR amortisation process.

Reclassification of financial instruments

The Group does not reclassify any financial instrument into the ‘fair value through profit or loss' category after initial recognition. Also the
Group does not reclassify any financial instrument out of the ‘fair value through profit or loss’ category if upon initial recognition it was
designated as at fair value through profit or loss.

The Group reclassifies non-derivative financial assets out of the ‘held for trading’ category and into the ‘available for sale’, ‘loans and
receivables’, or 'held-to-maturity’ categories as permitted by the Sri Lanka Accounting Standard - LKAS 39 (Financial Instruments:
Recognition and Measurement). In certain circumstances the Group is also permitted to reclassify financial assets out of the ‘available for
sale’ category and into the ‘loans and receivables’, ‘held for trading’ or ‘held-to-maturity’ category. Reclassifications are recorded at fair
value at the date of reclassification, which becomes the new amortised cost.

For a financial asset reclassified out of the "available for sale’ category, any previous gain or loss on that asset that has been recognised
in equity is amortised to profit or loss over the remaining life of the investment using the effective interest rate (EIR). Any difference
between the new amortised cost and the expected cash flows is also amortised over the remaining life of the asset using the EIR. If the
asset is subsequently determined to be impaired, then the amount recorded in equity is recycled to the Income Statement.

Reclassification is at the election of management, and is determined on an instrument by instrument basis. The Group has not
reclassified any financial assets during the year.
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Derecognition of financial instruments

A financial asset (or, where applicable a part of a financial asset or part of a group of similar financial assets) is derecognised when the
rights to receive cash flows from the asset have expired. A financial liability is derecognised when the obligation under the liability is
discharged, cancelled or expires.

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 is treated as a derecognition of the original liability and the
recognition of a new liability. The difference between the carrying value of the original financial liability and the consideration paid is
recognised in the Income Statement.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount presented in the Statement of Financial Position when, and only
when, the Group has a legal right to set off the recognised amounts and it intends either to settle on a net basis or to realise the asset
and settle the liability simultaneously.

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

During the year Group has not offset any financial assets and financial liabilities in the Statement of Financial Position.

Offsetting of financial instruments based on the rights of set off relating to the financial instruments and cash collateral is as follows;

Company & Group
As at 31 March 2018 Gross Gross amounts Net amounts Cash Financial Net
amounts set off on  presented on collateral instrument amount
the statement the statement collateral
of financial of financial
position position
Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. ‘000
Financial assets
Lease rentals receivable
and stock out on hire 62,489,686 - 62,489,686 - 26,511,882 35,977,804
Financial liabilities
Due to customers 72,943,833 - 72,943,833 - 2,579,869 70,363,964
Company
As at 31 March 2017 Gross Gross amounts Net amounts Cash Financial Net
amounts set off on  presented on collateral instrument amount
the statement the statement collateral
of financial of financial
position position
Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. ‘000
Financial assets
Lease rentals receivable
and stock out on hire 55,660,963 - 55,660,963 - 28,007,463 27,653,500
Financial liabilities
Due to customers 60,401,955 - 60,401,955 - 1,911,853 58,490,102

The financial instruments and cash collateral amounts have been recorded at amortised cost. The rights of set off relating to the financial
instruments and cash collateral are conditional upon the default of the counterparty.
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413 FAIR VALUE MEASUREMENT

Accounting policy

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date. The fair value measurement is based on the presumption that the transaction to sell the asset or
transfer the liability takes place either:

01. In the principal market for the asset or liability; or

02. In the absence of a principal market, in the most advantageous market for the asset or liability.
The principal or the most advantageous market must be accessible by the Group.

The fair value of an asset or a liability is measured using the assumptions that market participants would use when pricing the asset or
liability, assuming that market participants act in their economic best interest. A fair value measurement of a non-financial asset takes
into account a market participant’s ability to generate economic benefits by using the asset in its highest and best use or by selling it

to another market participant that would use the asset in its highest and best use. The Group uses various valuation methodologies
that are appropriate in the circumstances and for which sufficient data is available to measure fair value, maximising the use of relevant
observable inputs and minimising the use of unobservable inputs. The use of observable and unobservable inputs and their significance
in measuring fair value are reflected in our fair value hierarchy assessment.

Level 1 : Inputs include quoted prices for identical instruments.

Level 2 : Inputs include quoted prices for similar instruments and observable inputs such as interest rates, currency exchange rates and
yield curves.

Level 3 : Inputs include data not observable in the market and reflect management judgment about the assumptions market participants
would use in pricing the instruments.

Valuation framework

The Company has an established control framework for the measurement of fair values. The Finance Department is responsible for the
valuation of financial instruments. Obtaining input data, valuing of financial instruments and verifying the valuation models are being
segregated within the finance department.

We review the inputs to the fair value measurements to ensure they are appropriately categorized within the fair value hierarchy.
Transfers into and transfers out of the hierarchy levels are recognized as if they had taken place at the end of the reporting period.
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4.13.1 Fair value measurement hierarchy - financial assets measured at fair value - Company & Group

As at 31 March 2018 2017
Fair value measurement using Fair value measurement using
Quoted  Significant  Significant Total Quoted  Significant  Significant Total
prices  observable unobservable fair value prices  observable unobservable fair value
in active inputs inputs in active inputs inputs
markets markets
Note Level 1 Level 2 Level 3 Level 1 Level 2 Level 3
Rs. 000 Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. 000 Rs. ‘000
Financial
investments
held for trading ~ 4.15
Quoted equities 9,682 - - 9,682 10,068 - 10,068
Financial
investments
available for
sale 419
Quoted equities 121,319 - - 121,319 117,716 - 117,716
Unquoted equities - 305 305 - - 305 305
121,319 - 305 121,624 117,716 - 305 118,021

There were no transfers into and transfers out of the hierarchy levels during 2017 and 2018.

Details of valuation methodologies and assumptions are disclosed in the relevant Note to the Financial Statements.

| FINANCIAL REPORTS



348 L BFinance PLC . Annual Report 2017/18

Notes to the Financial Statements

4.13.2 Fair value measurement hierarchy - financial assets and liabilities measured at amortised cost

4.13.2 (a) Financial assets measured at amortised cost - Company

As at 31 March 2018
Fair value measurement using
Quoted prices Significant Significant Total Carrying value
in active observable unobservable fair value  at amortised
markets inputs inputs cost
Note Level 1 Level 2 Level 3
Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. ‘000
Cash and cash equivalents 4.14
Notes and coins held 793,796 - - 793,796 793,796
Balances with banks 1,861,273 - - 1,861,273 1,861,273
Treasury bills repurchase agreements - 3,219,306 - 3,219,306 3,219,306
2,655,069 3,219,306 - 5,874,375 5,874,375
Loans and receivables (net of allowance 4.16
for impairment losses)
Gold loans - - 20,108,243 20,108,243 20,108,243
Vehicle loans - - 4,017,216 4,017,216 4,054,552
Medium and short-term loans - - 5,522,094 5,522,094 5,558,771
Mortgage loans - - 7,004,345 7,004,345 6,962,770
Quick loans - - 7,673 7,673 9,624
Power drafts - - 2,599,730 2,599,730 2,658,607
Margin trading - - 20,963 20,963 20,963
Real estate loans - - - - -
Factoring receivable - - 481,868 481,868 481,868
- - 39,762,132 39,762,132 39,855,398
Lease rentals receivable and stock out 4.17
on hire (net of allowance for impairment
losses)
Lease rentals receivable - - 63,287,175 63,287,175 62,279,090
Stock out on hire - - 211,085 211,085 210,596
- - 63,498,260 63,498,260 62,489,686
Other financial assets 4.20
Treasury bills repurchase agreements - 3,532,441 - 3,632,441 3,632,441
Investment in fixed deposits - 2,879,390 - 2,879,390 2,879,390
Insurance premium receivable - 326,628 - 326,628 326,628
Due from Subsidiary - 5,844 - 5,844 5,844
Sundry debtors - 28,251 - 28,251 28,251

- 6,772,554 - 6,772,554 6,772,554
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2017

Fair value measurement using

Quoted prices

Significant Significant

Total Carrying value

in active observable unobservable fair value at amortised

markets inputs inputs cost
Level 1 Level 2 Level 3

Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. ‘000

740,728 - 740,728 740,728

1,091,593 - 1,091,593 1,091,593

- 1,062,764 - 1,062,764 1,062,764

1,832,321 1,062,764 - 2,895,085 2,895,085

- 16,267,505 16,267,505 16,267,505

- 4,189,209 4,189,209 4,184,086

- 4,309,221 4,309,221 4,343,401

- 5,986,998 5,986,998 6,189,501

- 17,714 17,714 17,706

- 2,096,227 2,096,227 2,117,675

- 31,934 31,934 31,934

- 326,388 326,388 336,971

- 33,225,196 33,225,196 33,488,779

- 55,318,502 55,318,502 54,815,791

- 874,780 874,780 845,172

- 56,193,282 56,193,282 55,660,963

- 3,787,538 - 3,787,538 3,787,538

- 2,680,300 - 2,680,300 2,680,300

- 244,385 - 244,385 244,385

- 9,303 - 9,303 9,303

- 6,721,526 - 6,721,526 6,721,626
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4.13.2 (b) Financial assets measured at amortised cost - Group

As at 31 March 2018
Fair value measurement using
Quoted prices  Significant Significant Total Carrying value
in active observable  unobservable fair value at amortised
markets inputs inputs cost
Note Level 1 Level 2 Level 3
Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. ‘000
Cash and cash equivalents 414
Notes and coins held 793,847 - - 793,847 793,847
Balances with banks 1,977,142 - - 1,977,142 1,977,142
Treasury hills repurchase agreements - 3,219,306 - 3,219,306 3,219,306
2,770,989 3,219,306 - 5,990,295 5,990,295
Loans and receivables (net of allowance  4.16
for impairment losses)
Gold loans - - 20,108,243 20,108,243 20,108,243
Vehicle loans - - 4,017,216 4,017,216 4,054,552
Medium and short-term loans - - 5,660,972 5,660,972 5,697,649
Mortgage loans - - 7,004,345 7,004,345 6,962,770
Quick loans - - 7,673 7,673 9,624
Power drafts - - 2,599,730 2,599,730 2,658,607
Margin trading - - 20,963 20,963 20,963
Real estate loans - - - - -
Factoring receivable - - 481,868 481,868 481,868
- - 39,801,010 39,801,010 39,894,276
Lease rentals receivable and stock out 4.17
on hire (net of allowance for
impairment losses)
Lease rentals receivable - - 63,287,175 63,287,175 62,279,090
Stock out on hire - - 211,085 211,085 210,596
- - 63,498,260 63,498,260 62,489,686
Other financial assets 4.20
Treasury bills repurchase agreements - 3,532,441 - 3,532,441 3,532,441
Investment in fixed deposits - 2,879,390 - 2,879,390 2,879,390
Insurance premium receivable - 326,628 - 326,628 326,628
Due from Subsidiary - - - - -
Sundry debtors - 28,251 - 28,251 28,251
- 6,766,710 - 6,766,710 6,766,710

Sensitivity analysis of financial assets measured at amortised cost under level 3 category

Company Group
2018 2017 2018
Rs. ‘000 Rs. ‘000 Rs. ‘000

Increase/(decrease) in interest rate

1bp up (9,119) (7,651) (9,119)

1bp down 9,120 7,652 9,120
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Unobservable inputs used in measuring fair value under level 3 category

The following table sets out information about significant unobservable inputs used as at 31 March 2018 and 2017 in measuring financial
instruments categorised as Level 3 in the fair value hierarchy.

Company Group
Type of financial Fair values as at  Fair values as at Valuation Significant Range of estimates Fair value measurement
instrument 31 March 2018 31 March 2018  technique unobservable for unobservable sensitivity to unobservable
Rs. ‘000 Rs. ‘000 input input inputs
Loans and 39,762,132 39,801,010  Discounted Spread  2-13% (2017 : 2-11%) A significant increase in the
receivables* (2017) 33,225,196 cash spread would result in a
flow lower fair value.
Probability of  2-6% (2017 : 2-6%)  Significant increases in
default probability of default
isolation would result in
lower fair values.
Loss severity  25-100% (2017 : 25- A significant reduction would
100%) result in higher fair values.
Expected 0.03-3.4% (2017 : Correlates with the current
prepayment  0.03-3.4%) interest rates.
rate
Lease rentals 63,498,260 63,498,260  Discounted Spread  7.5-10.5% (2017 : A significant increase in the
receivable and (2017) 56,193,282 cash 7-9%) spread would result in a
stock out on flow lower fair value.

hire*

Probability of
default

2-6% (2017 : 2-5%)

Significant increases in
probability of default

isolation would result in
lower fair values.

Loss severity  25-100% (2017 : 25- A significant reduction would
100%) result in higher fair values.

Expected 0.5-3.85% (2017 : 0.5- Correlates with the current
prepayment  3.85%) interest rates.
rate

*Net of allowance for impairment losses

There were no transfers into and transfers out of the hierarchy levels during 2017 and 2018.

Valuation methodologies and assumptions

Cash and cash equivalents

Included in cash and cash equivalents are highly liquid investments that are readily convertible to known amounts of cash, and which are subject to
an insignificant risk of change in value due to interest rate, quoted price, or penalty on withdrawal. A debt security is classified as a cash equivalent
if it meets these criteria and if it has a remaining time to maturity of three months or less from the date of acquisition. Amounts on deposit and
available upon demand, or negotiated to provide for daily liquidity without penalty, are classified as cash and cash equivalents. Time deposits,
certificates of deposit and money market accounts that meet the above criteria are reported at par value in our Statement of Financial Position.

Finance receivables (Loans, lease rentals receivable and stock out on hire)

We measure performing finance receivables at fair value for purposes of disclosure using internal valuation models. These models project future
cash flows of financing contracts based on scheduled contract payments (including principal and interest). The projected cash flows are discounted
to present value based on assumptions regarding credit losses, pre-payment speed, and applicable spreads to approximate current rates. Our
assumptions regarding pre-payment speed and credit losses are based on historical performance. We use the fair value of collateral to determine
the fair value of non-performing finance receivables. The collateral for finance receivable is the vehicle financed, real estate, gold or other property.
The fair value of finance receivables is categorized within Level 3 of the fair value measurement hierarchy. Loans and advances granted to
customers with a variable rate are considered to be carried at fair value in the books net of credit losses.

Other financial assets

Since all the balances which are under other financial assets have short-term maturities, it is assumed that the carrying amounts of those balances
approximate their fair values.
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4.13.2 (c) Financial liabilities measured at amortised cost - Company

As at 31 March 2018
Fair value measurement using
Quoted prices Significant Significant Total Carrying value
in active observable  unobservable fair value  at amortised
markets inputs inputs cost
Note Level 1 Level 2 Level 3

Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. ‘000

Due to banks 4.25
Bank overdrafts 1,285,356 - 1,285,356 1,285,356
Syndicated loans and other bank facilities 21,520,615 - 21,520,515 21,552,682
22,805,871 - 22,805,871 22,838,038

Due to customers 4.26
Fixed deposits 70,561,713 70,561,713 69,888,343
Certificates of deposit 100,772 100,772 100,772
Savings deposits 2,954,718 2,954,718 2,954,718
73,617,203 73,617,203 72,943,833

Debt instruments issued and other 4.27

borrowed funds

Unsecured debentures 5,270,741 - 5,270,741 5,152,832
5,270,741 - 5,270,741 5,152,832

Other financial liabilities 4.28
Trade payables 462,654 - 462,654 462,654
Insurance premium payable 632,727 - 632,727 632,727
Unclaimed balances 529,475 - 529,475 529,475
Advances collected from customers 38,889 - 38,889 38,889
Sundry creditors 97,673 - 97,673 97,673
1,761,418 - 1,761,418 1,761,418
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2017
Fair value measurement using
Quoted prices Significant Significant Total  Carrying value
in active observable unobservable fair value at amortised
markets inputs inputs cost
Level 1 Level 2 Level 3

Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. ‘000
- 1,035,268 1,035,268 1,035,268

- 21,681,004 21,681,004 22,742,879

- 22,716,272 22,716,272 23,778,147

- - 57,754,227 57,754,227 57,888,811

- - 153,987 153,987 153,987

- - 2,359,157 2,359,157 2,359,157

- - 60,267,371 60,267,371 60,401,955

- 2,095,361 2,095,361 2,044,216

- 2,095,361 2,095,361 2,044,216

- 743,139 743,139 743,139

- 555,153 555,153 555,153

- 549,243 549,243 549,243

- 81,440 81,440 81,440

- 78,427 78,427 78,427

- 2,007,402 2,007,402 2,007,402
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4.13.2 (d) Financial liabilities measured at amortised cost - Group

As at 31 March 2018
Fair value measurement using
Quoted prices Significant Significant Total Carrying value
in active observable unobservable fair value  at amortised
markets inputs inputs cost
Note Level 1 Level 2 Level 3
Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. '000 Rs. ‘000
Due to banks 4.25
Bank overdrafts - 1,285,356 - 1,285,356 1,285,356
Syndicated loans and other bank facilities - 21,520,515 - 21,520,515 21,652,682
22,805,871 - 22,805,871 22,838,038
Due to customers 4.26
Fixed deposits - - 70,561,713 70,561,713 69,888,343
Certificates of deposit - - 100,772 100,772 100,772
Savings deposits - - 2,956,896 2,956,896 2,956,896
73,619,381 73,619,381 72,946,011
Debt instruments issued and other 4.27
borrowed funds
Unsecured debentures - 5,270,741 - 5,270,741 5,152,832
5,270,741 - 5,270,741 5,152,832
Other financial liabilities 4.28
Trade payables - 462,654 - 462,654 462,654
Insurance premium payable - 632,727 - 632,727 632,727
Unclaimed balances - 529,475 - 529,475 529,475
Advances collected from customers - 38,889 - 38,889 38,889
Sundry creditors - 97,673 - 97,673 97,673
- 1,761,418 - 1,761,418 1,761,418
Sensitivity analysis of financial liabilities measured at amortised cost under level 3 category
Company Group
2018 2017 2018
Rs. ‘000 Rs. ‘000 Rs. ‘000
Increase/(decrease) in interest rate
1bp up (6,329) (6,902) (6,329)
1bp down 6,303 6,903 6,303
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Unobservable inputs used in measuring fair value under level 3 category

The following table sets out information about significant unobservable inputs used as at 31 March 2018 and 2017 in measuring financial
instruments categorised as Level 3 in the fair value hierarchy.

Company Group
Type of financial Fair values as at  Fair valuesasat Valuation  Significant Range of estimates  Fair value measurement
instrument 31 March 2018 31March 2018  technique  unobservable input  for unobservable  sensitivity to
rs. ‘000 rs. ‘000 input  unobservable inputs
Due to Customers 73,617,202 73,619,380  Discounted  Spread 0-2.8%  Asignificant increase in the
(2017) 60,267,371 cash flow (2017 :2.6-2.7%) spread would result in a lower
fair value
Expected 0.13-0.52%  Correlates with the current
premature rate (2017 :0.13-0.52%) interest rates

There were no financial liabilities recorded at fair value as at 31 March 2017 and 2018.

There were no transfers into and transfers out of the hierarchy levels during 2017 and 2018.

Valuation methodologies and assumptions

Due to customers

We measure the fair value using internal valuation models. These models project future cash flows of fixed deposits based on scheduled
maturities (including principal and interest) and pre-maturities of deposits. The projected cash flows are discounted to present value
based on applicable spreads to approximate current deposit rates for each tenor. Our assumptions regarding pre-maturity speed and
spreads are based on historical performance. Certificate of deposits that have a maturity of less than one year and savings deposits
without a specific maturity are assumed that the carrying amounts approximate their fair values. The fair value of Due to Customers is
categorized within Level 3 of the hierarchy.

Listed and unlisted debentures, bank borrowings, securitised notes and debt instruments

We measure fair value for listed debentures using quoted prices for our own debentures with approximately the same remaining
maturities, where possible. If the particular debenture is off the run, we estimate the fair value using discounted cash flows and market-
based expectations for interest rates, credit risk and the contractual terms of the debenture. Comparable on the run debenture yield to
maturity (YTM) assumed to be a good approximation for the fair value estimation of off the run debentures. We estimate the fair value
of bank borrowings and debt instruments using discounted cash flows and use the most recent transacted rate and/or unexpired offered
rate of a similar instrument or borrowing. Debt instrument and bank borrowing do not carry prepayment or embedded options. The fair
value of debt is categorised within Level 2 of the hierarchy.

Other financial liabilities

Since all the liabilities which are under other financial liabilities have short-term maturities, it is assumed that the carrying amounts of
those liabilities approximate their fair values.
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414 CASH AND CASH EQUIVALENTS

Accounting policy

Cash and cash equivalents includes cash and bank balances and money at call and short notice. Cash and cash equivalents are carried at
amortized cost in the Statement of Financial Position.

Company Group

2018 2017 2018

Rs. ‘000 Rs. ‘000 Rs. ‘000

Notes and coins held 793,796 740,728 793,847
Balances with banks 1,861,273 1,091,593 1,977,142
Treasury bills repurchase agreements (less than 03 months) 3,219,306 1,062,764 3,219,306
5,874,375 2,895,085 5,990,295

Fair value 5,874,375 2,895,085 5,990,295

4.14.1 The collateral value of repurchase agreements reflected on the Statement of Financial Position under cash and cash equivalents
as at 31 March 2018 and 31 March 2017 was Rs. 3,638,494,000/- and Rs. 1,222,642,000/- respectively.

4.14.2 Cash and cash equivalents allocated for the liquidity requirement

Accounting policy

Our cash and cash equivalents allocated for the liquidity requirement primarily include cash held to meet certain local governmental

and regulatory reserve requirement and cash held under the terms of certain contractual agreements. This does not include required
minimum balances or cash securing debt issued through securitization transactions. Cash and cash equivalents allocated for the liquidity
requirement were as follows;

Company Group

2018 2017 2018

Rs. ‘000 Rs. ‘000 Rs. ‘000

Cash and cash equivalents allocated for the liquidity requirement 1,467,546 - 1,467,546

4.14.3 Net cash and cash equivalents for the purpose of the cash flow statement

Accounting policy

For the purpose of cash flow statement, cash and cash equivalents consist of cash in hand and deposits in banks net of outstanding
bank overdrafts. Investments with short maturities i.e. three months or less from the date of acquisition are also treated as cash
equivalents.

Company Group

2018 2017 2018

Rs. ‘000 Rs. ‘000 Rs. ‘000

Cash and cash equivalents 5,874,375 2,895,085 5,990,295
Bank overdrafts (Note 4.25) (1,285,356) (1,035,268) (1,285,356)

Net cash and cash equivalents 4,589,019 1,859,817 4,704,939
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4.15 FINANCIAL INVESTMENTS - HELD FOR TRADING

Accounting policy

Financial investments are classified as held for trading if they are acquired principally for the purpose of selling or repurchasing in the
near term or holds as a part of a portfolio that is managed together for short-term profit or position taking. Financial investments held
for trading are recorded in the Statement of Financial Position at fair value. Changes in fair value are recognized in ‘Net trading income'.
Interest and dividend income is recorded in ‘Net trading income’ according to the terms of the contract, or when the right to receive the

payment has been established.

The Group evaluates its held for trading asset portfolio, to determine whether the intention to sell them in the near future is still
appropriate. When the Group is unable to trade these financial assets due to inactive markets and management’s intention to sell them
in the foreseeable future significantly changes, the Group may select to reclassify these financial assets. Financial assets held for trading
include equity instruments that have been acquired principally for the purpose of selling or repurchasing in the near term. \We generally
measure fair value using prices obtained from pricing services, Stock Exchanges, the Central Bank and other authenticated public
sources. We use the last traded price to value our quoted equities.

Company Group
2018 2017 2018
Rs. ‘000 Rs. ‘000 Rs. ‘000
Equity securities - quoted (Note 4.15.1) 9,682 10,068 9,682
4.15.1 Equity securities - Quoted
Company & Group Company
As at 31 March 2018 2017
Number of Cost Market value Number of Cost Market value
shares shares
Rs. '000 Rs. '000 Rs. '000 Rs. '000
i
Bank, finance and insurance g
Seylan Bank PLC (Non-Voting) 93,032 1,685 5,126 93,032 1,685 5,089 T
1,685 5,126 1,685 5,089 2
Beverages, food and tobacco :z:
Bairaha Farms PLC 17,600 425 2,369 17,600 425 2,819 z
425 2,369 425 2,819 -
Manufacturing
Lanka Walltiles PLC* 19,740 790 1,942 19,740 790 1,836
790 1,942 790 1,836
Trading
Hayleys PLC* 1,222 207 245 1,222 207 324
207 245 207 324
Total 3,107 9,682 3,107 10,068

*Investments made in related parties
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416 LOANS AND RECEIVABLES

Accounting policy

Loans and receivables include financial assets with fixed or determinable payments that are not quoted in an active market, other than:

» Those that the Group intends to sell immediately or in the near term and those that the Group, upon initial recognition, designates as at
fair value through profit or loss.

» Those that the Group, upon initial recognition, designates as available for sale.

» Those for which the Group may not recover substantially all of its initial investment, other than because of credit deterioration.

After initial measurement loans and receivables are subsequently measured at amortised cost using the effective interest rate (EIR), less

allowance for impairment. Amortised cost is calculated by taking into account any discount or premium on acquisition and fees and costs

that are an integral part of the EIR. The amortisation is included in ‘interest income’ in the Income Statement. The losses arising from
impairment are recognised in ‘impairment (charge)/reversal on loans and other losses' in the Income Statement.

Company Group
2018 2017 2018
Rs. ‘000 Rs. '000 Rs. ‘000
Gold loans 20,139,332 16,289,996 20,139,332
Vehicle loans 4,208,804 4,391,058 4,208,804
Medium and short-term loans 5,703,635 4,393,290 5,742,903
Mortgage loans 7,365,157 6,410,140 7,365,157
Quick loans 11,336 18,015 11,336
Power drafts 2,734,171 2,139,041 2,734,171
Margin trading 20,964 31,934 20,964
Factoring receivable 537,288 338,455 537,288
Real estate loans 976 1,850 976
Gross loans and receivables 40,721,663 34,013,779 40,760,931
Allowance for impairment losses (Note 4.18) (866,265) (5625,000) (866,655)
Net loans and receivables subject to fair value (Note 4.16.2) 39,855,398 33,488,779 39,894,276
Fair value 39,762,132 33,225,196 39,801,010

4.16.1 Loans and receivables include loans granted to employees, the movement of which is as follows;

Company & Group Company

2018 2017

Rs. ‘000 Rs. ‘000

As at the beginning of the year 324,475 278,028
Loans granted during the year 244,225 234,944
Repayments during the year (211,758) (188,497)

As at the end of the year 356,942 324,475
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4.16.2 Contractual maturity analysis of loans and receivables

As at 31 March 2018 - Company Within one year 1 -5 Years Over 5 years Total
Rs. '000 Rs. '000 Rs. '000 Rs. '000
Gold loans 20,139,332 - - 20,139,332
Vehicle loans 1,826,854 2,332,233 49,717 4,208,804
Medium and short-term loans 3,910,717 1,792,919 - 5,703,636
Mortgage loans 1,903,820 4,471,693 989,744 7,365,157
Quick loans 11,310 25 11,335
Power drafts 1,619,246 1,114,925 2,734,171
Margin trading 20,964 - 20,964
Factoring receivable 537,288 - 537,288
Real estate loans 976 - - 976
Gross loans and receivables 29,970,507 9,711,695 1,039,461 40,721,663
Allowance for impairment losses (Note 4.18) (866,265)
Net loans and receivables 39,855,398
As at 31 March 2017 - Company Within one year 1 -5 Years Over 5 years Total
Rs. '000 Rs. '000 Rs. '000 Rs. '000
Gold loans 16,289,996 - - 16,289,996
Vehicle loans 1,958,357 2,390,736 41,965 4,391,058
Medium and short-term loans 3,477,833 915,457 - 4,393,290
Mortgage loans 1,537,482 3,717,090 1,155,568 6,410,140
Quick loans 17,355 660 18,015
Power drafts 1,252,114 886,927 2,139,041
Margin trading 31,934 - 31,934
Factoring receivable 318,247 20,208 338,455
Real estate loans 1,850 - - 1,850
Gross loans and receivables 24,885,168 7,931,078 1,197,633 34,013,779
Allowance for impairment losses (Note 4.18) (525,000)
Net loans and receivables 33,488,779
As at 31 March 2018 - Group Within one year 1 -5 Years Over 5 years Total
Rs. '000 Rs. '000 Rs. '000 Rs. '000
Gold loans 20,139,332 - - 20,139,332
Vehicle loans 1,826,854 2,332,233 49,717 4,208,804
Medium and short-term loans 3,940,453 1,802,451 - 5,742,904
Mortgage loans 1,903,820 4,471,593 989,744 7,365,157
Quick loans 11,310 25 11,335
Power drafts 1,619,246 1,114,925 2,734,171
Margin trading 20,964 - 20,964
Factoring receivable 537,288 - 537,288
Real estate loans 976 - - 976
Gross loans and receivables 30,000,243 9,721,227 1,039,461 40,760,931
Allowance for impairment losses (Note 4.18) (866,655)
Net loans and receivables 39,894,276

Our loans and receivables are prepayable, so prepayments may cause actual maturities to differ from contractual maturities.
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4.17 LEASE RENTALS RECEIVABLE AND STOCK OUT ON HIRE

Accounting policy

Agreements which transfer to counterparties substantially all the risks and rewards incidental to the ownership of assets, but not
necessarily legal title, are classified as finance leases. When the Group is the lessor under finance leases the amounts due under the
leases, after deduction of unearned charges, are recognised on the Statement of Financial Position. The finance income receivable is
recognised in ‘interest income’ over the periods of the leases so as to give a constant rate of return on the net investment in the leases.

Lease and stock out on hire include financial assets with fixed or determinable payments that are not quoted in an active market, other
than;

» Those that the Group intends to sell immediately or in the near term and those that the Group, upon initial recognition, designates as
at fair value through profit or loss.

» Those that the Group, upon initial recognition, designates as available for sale.

» Those for which the Group may not recover substantially all its initial investment, other than because of credit deterioration.

After initial measurement, lease receivable and stock out on hire are subsequently measured at amortised cost using the effective
interest rate (EIR), less allowance for impairment. Amortised cost is calculated by taking into account any discount or premium on
acquisition and fees and costs that are an integral part of the EIR. The amortisation is included in ‘interest income' in the Income
Statement. The losses arising from impairment are recognised in ‘impairment (charge)/reversal on loans and other losses’ in the Income
Statement.

Company & Group Company
2018 2017

Lease Hire purchase Total Lease Hire purchase Total

Rs. '000 Rs. '000 Rs. '000 Rs. '000 Rs. '000 Rs. '000

Gross rentals receivables 85,706,799 455,939 86,162,738 74,523,266 1,251,200 75,774,466

Unearned income (21,644,208) (18,617)  (21,662,825) (18,177,121) (124,155)  (18,301,276)

Net rentals receivables 64,062,591 437,322 64,499,913 56,346,145 1,127,045 57,473,190

Rentals received in advance (9,094) - (9,094) (6,925) - (6,925)
Allowance for impairment

losses (Note 4.18) (1,774,407) (226,726) (2,001,133 (1,523,429) (281,873) (1,805,302)
Total net rentals receivable

subject to fair value (Note 4.17.2) 62,279,090 210,596 62,489,686 54,815,791 845,172 55,660,963

Fair value 63,498,260 56,193,282

Operating lease

All other leases are classified as operating leases. \When acting as lessor, the Group includes the assets subject to operating leases in
‘property, plant and equipment’ and accounts for them accordingly. Impairment losses are recognised to the extent that residual values
are not fully recoverable and the carrying value of the assets is thereby impaired.

When the Group is the lessee, leased assets are not recognised on the Statement of Financial Position. Rentals receivable under
operating leases are accounted for on a straight-line basis over the periods of the leases to reduce the asset to its estimated residual
value and are included in ‘other operating income’. Estimated residual values are based on assumptions for used vehicle prices at lease
termination and the number of vehicles that are expected to be returned.
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4.17.1 Lease and hire purchase facilities granted to employees, the movement of which is as follows;

Company & Group Company
2018 2017
Rs. ‘000 Rs. ‘000
As at the beginning of the year 70,833 94,925
Lease and hire purchase facilities granted during the year 47,754 38,187
Repayments during the year (54,415) (62,279)
As at the end of the year 64,172 70,833
4.17.2 Contractual maturity analysis of lease rentals receivable and stock out on hire
As at 31 March 2018 - Company & Group
Lease Hire purchase
Within 1-5 Over Total Within 1-5 Over Total
one year Years 5 years one year Years 5 years
Rs. '000 Rs. '000 Rs. '000 Rs. '000 Rs. '000 Rs. '000 Rs. '000 Rs. '000
Gross rentals
receivable 35,693,565 49,960,849 52,385 85,706,799 415,441 40,498 455,939
Unearned income (10,956,306)  (10,683,825) (4,077)  (21,644,208) (16,643) (1,974) (18,617)
Net rentals receivable 24,737,259 39,277,024 48,308 64,062,591 398,798 38,624 437,322
Rentals received
in advance (9,094)
Allowance for
impairment losses (1,774,407) (226,726)
Total net
rentals receivable 62,279,090 210,596
As at 31 March 2017 - Company
Lease Hire purchase
Within 1-5 Over Total Within 1-5 Over Total
one year Years 5 years one year Years 5 years
Rs. '000 Rs. '000 Rs. '000 Rs. '000 Rs. '000 Rs. '000 Rs. '000 Rs. '000
Gross rentals
receivable 29,472,322 45,033,659 17,285 74,523,266 910,754 340,283 163 1,251,200
Unearned income (8,820,103)  (9,355,719) (1,299) (18,177,121) (93,574) (30,580) (1 (124,155)
Net rentals receivable 20,652,219 35,677,940 15,986 56,346,145 817,180 309,703 162 1,127,045
Rentals received
in advance (6,925)
Allowance for
impairment losses (1,523,429) (281,873)
Total net
rentals receivable 54,815,791 845,172

Our lease rentals receivable and stock out on hire are prepayable, so prepayments may cause actual maturities to differ from contractual

maturities.
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418 ALLOWANCE FOR IMPAIRMENT LOSSES

Accounting estimates

The allowance for credit losses represents our estimate of the probable loss on the collection of finance receivables from customers
as of the reporting date. The adequacy of the allowance for credit losses is assessed monthly and the assumptions and models used

in establishing the allowance are evaluated regularly. Because credit losses may vary substantially over time, estimating credit losses
requires a number of assumptions about matters that are uncertain. The credit losses are attributable to lease, hire purchase, loans and
receivables portfolio.

The uncollectible portion of finance receivables are charged to the provision for impairment when an account is deemed to be
uncollectible taking into consideration the financial condition of the customer, borrower, or lessee, the value of the collateral, recourse
to guarantors, and other factors. Recoveries on finance receivables previously taken as impaired are debited to the allowance for credit
losses.

Individually impaired receivables

Finance receivables that are more than five months in arrears, related to repossessed collaterals, subjected to legal action/ongoing legal
action, untraceable or unattainable collaterals, or are determined to be uncollectible, are identified as individually impaired. Impairment
is estimated based on the present value of the expected future cash flows of the receivable discounted at the loan's original effective
interest rate or the fair value of any collateral adjusted for estimated costs to sell. Loss severity/Loss Given Default (LGD) of each
category of impaired receivable is assumed to be a vital factor for the allowance for impairment.

The LGD assumptions are based on historical information and may not fully reflect losses inherent in the present portfolio. Therefore,
we may adjust the estimate to reflect management judgment regarding observable changes in recent economic trends and conditions,
portfolio composition, and other relevant factors.

Collectively impaired receivables

The collective impairment is evaluated primarily using rating migration matrixes and Loss severity models that based on historical
experience, indicates credit losses have been incurred in the portfolio even though the particular accounts that are uncollectible cannot
be specifically identified. In addition to the Loss Given Default (LGD), we make projections for Probability of Default (PD) to estimate the
collective impairment for receivables. We have used the rating migration matrixes to compute the PD.

The rating migrating matrix models are based on the most recent years of history. Each PD is calculated by dividing default contracts

of each age category by beginning-of-period total contacts of each age category (Cohort method). The loss emergence period is a key
assumption within our models and represents the average amount of time between when a loss event first occurs and when it is
incurred. This time period starts when the consumer begins to experience financial difficulty. It is evidenced, typically through observable
data for above average company NPL, historically low collection ratio, historically high rental arrears, and unacceptable low level of
business volumes which may result in a portfolio level impairment.

Accounting policy

Reversals of impairment

If the amount of an impairment loss decreases in a subsequent period, and the decrease can be related objectively to an event
occurring after the impairment was recognised, the excess is written back by reducing the financial asset impairment allowance account
accordingly. The write-back is recognised in the Income Statement.

Write-off of loans and receivables

Financial assets and the related impairment allowance accounts are normally written off, either partially or in full, when there is no
realistic prospect of recovery. Where financial assets are secured, this is generally after receipt of any proceeds from the realisation of
security.
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Collateral valuation

The Group seeks to use collateral, where possible, to mitigate its risks on financial assets. The collateral comes in various forms such
as cash, vehicles, gold, securities, letters of guarantees, real estate, receivables, inventories, other non-financial assets .The fair value of
collateral is generally assessed, at a minimum, at inception and based on the guidelines issued by the Central Bank of Sri Lanka.

To the extent possible, the Group uses active market data for valuing financial assets, held as collateral. Non-financial collateral, such as
real estate, is valued based on data provided by third parties such as independent valuers.

Collateral repossessed

Repossessed collateral will not be taken into books of accounts unless the Group has taken those collaterals into its business operations.
However such additions from the repossessed collaterals to the business operations are not significant.

Lease rentals receivable and

Loans and receivables stock out on hire Total
Company Group Company Group Company Group
2018 2017 2018 2018 2017 2018 2018 2017 2018

Rs.’000  Rs. ‘000 Rs. 000 Rs.’000  Rs."000 Rs. “000 Rs. ‘000 Rs. "000 Rs. "000

4181  Asat1 April 525000 723963 525,000 1,805302  1917,7% 1,805,302 2,330,302 2,641,758 2,330,302
Charge/(reversal) for

the year 415,476 6,290 415,853 364,809 94,016 364,809 780,285 100,306 780,662

Amounts written off (74211)  (206,253) (74,211) (168,978)  (206,509) (168,978) (243,189 (411,762) (243,189)

Exchange rate variance
on foreign currency

provisions - - 13 - - - - - 13

As at 31 March 866,265 525,000 866,655 2,001,133 1,805,302 2,001,133 2,867,398 2,330,302 2,867,788

4182  Individual impairment 697,505 414,698 697,505 1,406,864 1,347,445 1,406,864 2,104,369 1,762,143 2,104,369
Collective impairment 168,760 110,302 169,150 594,269 457,857 594,269 763029 568,159 763,419

Total 866,265 525,000 866,655 2,001,133 1,805,302 2,001,133 2,867,398 2,330,302 2,867,788

4183  Gross amount of loans
individually determined
to be impaired, before
deducting the
individually assessed
impairment allowance 1,546,030 711,404 1,546,030 3,771,230 1,771,225 3,771,230 5317,260 2,482,629 5,317,260

Gross amount of loans
collectively assessed
for the impairment 39,175,633 33,302,376 39,214,901 60,728,683 55,701,965 60,728,683 99,904,316 89,004,341 99,943,584

Gross receivables 40,721,663 34013780 40760931 64499913 57473190 64499913 105221576 91486970 105,260,844

The recorded loans and receivables that were impaired at 31 March 2018 and 2017 were 3.80% of receivables, and 2.09% of
receivables, respectively. Lease rentals receivable and stock out on hire that were impaired at 31 March 2018 and 2017 were 5.85% of
receivables, and 3.08% of receivables, respectively.

| FINANCIAL REPORTS
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4.18.4 Product-wise analysis of the allowance for impairment losses

Company Group

2018 2017 2018

Rs. ‘000 Rs. ‘000 Rs. ‘000

Gold loans 31,089 22,490 31,089
Vehicle loans 154,252 206,972 154,252
Medium and short term-loans 144,864 51,741 145,254
Mortgage loans 402,387 220,639 402,387
Quick loans 1,711 309 1,711
Power drafts 75,564 21,366 75,564
Margin trading 1 - 1
Factoring receivable 55,421 1,483 55,421
Real estate loans 976 - 976
Loans and receivables 866,265 525,000 866,655
Leases 1,774,407 1,523,429 1,774,407
Hire purchase 226,726 281,873 226,726
Lease rentals receivable and stock out on hire 2,001,133 1,805,302 2,001,133
Total allowance for impairment losses 2,867,398 2,330,302 2,867,788

4.18.5 Non-accrual receivables

The accrual of revenue is discontinued at the time of receivable is determined to be fully impaired. Fully impairment point is triggered out
when the receivables are more than eleven months in arrears, receivables are subject to legal action/ongoing legal action, receivables are
subject to untraceable or unattainable collaterals, or receivables are determined to be uncollectible. For receivables in non-accrual status,
subsequent financing revenue is recognized only to the extent a payment is received. Payments are generally applied first to outstanding

interest and then to the unpaid principal balance.

419 FINANCIAL INVESTMENTS - AVAILABLE FOR SALE

Accounting policy

Financial investments available for sale are recorded in the Statement of Financial Position at fair value. These include debt and equity
securities. Debt and equity securities in this category are intended to be held for an indefinite period of time and may be sold in response
to needs for liquidity or in response to changes in the market conditions. The Group has not designated any loans or receivables as
available for sale. We generally measure fair value using prices obtained from pricing services, Stock Exchanges, the Central Bank and
other authenticated public sources. We use the last traded price to value our quoted equities. Government debt securities are valued
using discounted cash flows using same series Yield To Maturity (YTM) or interpolated (on the run and off the run) YTM adjusted for

market based expectations for interest rates.
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Accounting estimates

The Group reviews their debt securities classified as available for sale investments at each reporting date to assess whether they are
impaired. This requires similar judgments as applied on the individual assessment of loans and advances.

The Group also records impairment charges on available for sale equity investments when there has been a significant or prolonged
decline in the fair value below their cost. The determination of what is ‘significant” or ‘prolonged’ requires judgment. The Group generally
treats ‘significant’ as 20% or more and ‘prolonged’ as greater than six months. In addition the Group evaluates, among other factors,
historical share price movements, duration and extent up to which the fair value of an investment is less than its cost.

Company & Group Company
2018 2017
Rs. ‘000 Rs. ‘000
Equity securities- quoted (Note 4.19.1) 121,319 117,716
Equity securities- unquoted (Note 4.19.2) 305 305
121,624 118,021
4.19.1 Equity securities- quoted
As at 31 March 2018 2017
Number of Cost Market Number of Cost Market
shares value shares value
Rs. '000 Rs. '000 Rs. '000 Rs. '000
Manufacturing
Blue Diamonds Jewellery
Worldwide PLC - - - 74 1 -
Central Industries PLC 8,184 150 322 8,184 150 360
Ceylon Grain Elevators PLC 44 5 3 44 5 3
Dankotuwa Porcelain PLC 32,512 1,012 224 32,612 1,012 195
Royal Ceramics Lanka PLC* 31,320 843 3,301 31,320 843 3,727
Samson International PLC 5,899 930 519 5,899 930 583
2,940 4,369 2,941 4,868
Hotels and travels
The Fortress Resorts PLC* 4,051,100 81,990 42,537 4,051,100 81,990 46,993
Aitken Spence Hotel
Holdings PLC 308 6 10 308 6 1M
Hotel Sigiriya PLC 700 30 44 700 30 68
Palm Garden Hotels PLC - - - 36 3 1

82,026 42,591 82,029 47,073
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4.19.1 Equity securities- quoted (contd.)

As at 31 March 2018 2017
Number of Cost Market Number of Cost Market
shares value shares value
Rs. '000 Rs. '000 Rs. '000 Rs. '000
Stores and supplies
Hunters & Company PLC 10 3 5 10 3 4
3 5 3 4
Bank, finance and insurance
Commercial Bank of Ceylon PLC 275 15 37 275 15 36
Merchant Bank of Sri Lanka &

Finance PLC - - - 61 6 1
Seylan Bank PLC 2,538 155 220 2,638 155 221
Sampath Bank PLC 5 - 2 5 - 1
Softlogic Finance PLC 2,090,000 79,656 73,150 2,090,000 79,656 64,788

79,826 73,409 79,832 65,047
Beverages, food and tobacco
Keells Food Products PLC 500 21 65 500 21 73
Lanka Milk Foods PLC 5,500 250 870 5,500 250 644
Convenience Foods (Lanka) PLC 22 1 10 22 1 7
272 945 272 724
Total 165,067 121,319 165,078 117,716
*Investments made in related parties
4.19.2 Equity securities - unquoted
As at 31 March 2018 2017
Number of Cost Fair value Number of Cost Fair value
shares shares
Rs. '000 Rs. '000 Rs. '000 Rs. '000
Credit Information Bureau of

Sri Lanka 1,047 105 105 1,047 105 105
Finance House Association of

Sri Lanka 20,000 200 200 20,000 200 200
Total 305 305 305 305

Cost is assumed to be the best approximation for the fair value of unquoted equity shares due to the absence of most recent exit

prices.

Reconciliation of fair value measurement for unquoted equity securities under level 3 hierarchy

Company & Group Company

2018 2017

Rs. ‘000 Rs. ‘000

As at 1 April 305 305
Remeasurement recognised in OCI -
Purchases -
Sales -

Transfers into or out of level 3 hierarchy - -

Remeasurement recognised in Income Statement - -

As at 31 March 305 305
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420 OTHER FINANCIAL ASSETS

Accounting policy

These include treasury bills repurchase agreements, where we are the transferee and investments in fixed deposits with banks and
other financial institutions. Treasury bills repurchase agreements allow us to offset our entire gross exposure in the event of default or
breach of contract. Other financial assets are initially recognised at fair value net of transactions cost. Subsequently, they are stated at
amortised cost; any difference between the proceeds (Net of transaction cost) and the receivable amount (including interest income) is
recognised in the Income Statement over the period of the assets using effective interest method.

Company Group

2018 2017 2018

Rs. ‘000 Rs. ‘000 Rs. ‘000

Treasury bills repurchase agreements (Note 4.20.1) 3,632,441 3,787,538 3,632,441
Investment in fixed deposits (Note 4.20.2) 2,879,390 2,680,300 2,879,390
Insurance premium receivable 326,628 244,385 326,628
Due from Subsidiary 5,844 R -
Sundry debtors 28,251 9,303 28,251
6,772,554 6,721,526 6,766,710

Fair value 6,772,554 6,721,526 6,772,554

4.20.1 The collateral value of repurchase agreements reflected on the Statement of Financial Position under Other Financial Assets as
at 31 March 2018 and 31 March 2017 was Rs. 4,116,121,000/- and Rs. 4,571,900,000/- respectively.

4.20.2 Investment in fixed deposits

Company Group »

2018 2017 2018 %

Rs.’000 Rs. 000 Rs. ‘000 i

2

Counterparty External Credit Rating* g

AA+ - 200,065 - <Z‘:

AA - 201,923 - =
AA- 1,974,473 1,135,635 1,974,473
A+ 164,849 535,935 164,849
A- 576,337 - 576,337
BBB - 444,791 -
BB+ 163,731 161,951 163,731
2,879,390 2,680,300 2,879,390

*Fitch Ratings Lanka Ltd.
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421 OTHER NON-FINANCIAL ASSETS

Accounting policy

Group classifies all other non-financial assets other than intangible assets and property, plant and equipment under other non-financial
assets. Other non-financial assets include real estate stock, vehicle stock, gold stock, deposits, advances and prepayments, etc. These
assets are non-interest earning and recorded at the amounts that are expected to be received.

Company Group

2018 2017 2018

Rs. ‘000 Rs. ‘000 Rs. ‘000

Real estate stock - 581 -
Vehicle stock 18,5674 - 18,5674
Deposits, advances and prepayments 744,466 263,663 745,121
Gold stock 1,514 5,805 1,514
Stationery stock 8,769 9,145 8,769
Withholding tax receivable 16,599 7,589 16,599
Sundry debtors 6,151 6,069 6,151
Pre-paid staff cost (Note 4.21.1) 19,735 12,196 19,735
815,808 305,048 816,463

Gold stock

The gold inventory is valued at lower of cost and net realizable value. Cost includes all costs of purchase, costs of conversion and other
costs incurred in bringing the inventory to its present location and condition. Net realizable value is the estimated selling price in the
ordinary course of business less the estimated cost necessary to make the sale.

4.21.1 The movement in the pre-paid staff cost

Company Group

2018 2017 2018

Rs. ‘000 Rs. ‘000 Rs. ‘000

As at the beginning of the year 12,196 3,497 12,196
Adjustment for new grants and settlements 12,200 10,989 12,200
Charge to personnel expenses (4,661) (2,290) (4,661)

As at the end of the year 19,735 12,196 19,735
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422 INVESTMENT IN SUBSIDIARY

Subsidiary is an investee controlled by the Group. The Group ‘controls’ an investee if it is exposed to, or has rights to, variable returns
from its involvement with the investee and has the ability to affect those returns through its power over the investee. The Group re-
assesses whether it has control if there are changes to one or more of the elements of control. This includes circumstances in which
protective rights are held (e.g. those resulting from a lending relationship) become substantive and lead to the Group having power over
an investee.

The cost of an acquisition is measured at fair value of the consideration, including contingent consideration. The acquired identifiable
assets, liabilities and contingent liabilities are measured at their fair values at the date of acquisition. Subsequent to the initial
measurement, the Company continues to recognise the investments in Subsidiaries at cost.

The Financial Statements of Subsidiaries are included in the Consolidated Financial Statements from the date on which control
commences until the date when control ceases.

The Financial Statements of the Subsidiary in the Group has a common financial year which ends on 31 March. The Financial Statements
of the Company’s Subsidiary are prepared using consistent accounting policies.

All intra-group balances, transactions, unrealised gains and losses resulting from intra-group transactions, income and expenses are
eliminated in full.

There are no significant restrictions on the ability of the Subsidiary to transfer funds to the Parent (the Company) in the form of cash
dividend or repayment of loans and advances.

Company Company
As at 31 March 2018 2017
Holding Cost Market value Cost Market value
% Rs. '000 Rs. '000 Rs. '000 Rs. '000
L B Microfinance Myanmar Company Limited 99.7 152,915 152,915 - -

The L B Microfinance Myanmar Company Limited was incorporated as a 99% (99.7% - 31 March 2018) owned Subsidiary in Myanmar.
The Company obtained a licence from the Myanmar Microfinance Supervisory Enterprise to operate as a microfinance organisation.

Cost is assumed to be the best approximation for the market value of the investment due to the absence of most recent exit prices.

4.23  PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment are tangible items that are held for use in the production or supply of goods or services, for rental to
others or for administrative purposes and are expected to be used during more than one period. The Group applies the requirements of
the Sri Lanka Accounting Standard - LKAS 16 (Property, Plant and Equipment) in accounting for these assets.

Accounting policy

Basis of recognition

Property, plant and equipment are recognised if it is probable that future economic benefits associated with the asset will flow to the
Group and the cost of the asset can be reliably measured.

Measurement

An item of property, plant and equipment that qualifies for recognition as an asset is initially measured at its cost. Cost includes
expenditure that is directly attributable to the acquisition of the asset and cost incurred subsequently to add to, replace part of, or service
it. The cost of self constructed assets includes the cost of materials and direct labour, any other costs directly attributable to bringing the
asset to a working condition for its intended use and the costs of dismantling and removing the items and restoring the site on which
they are located. Purchased software that is integral to the functionality of the related equipment is capitalised as part of computer
equipment.

| FINANCIAL REPORTS
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4.23  PROPERTY, PLANT AND EQUIPMENT (Contd..)

Cost model

The Group applies cost model to property, plant and equipment and records at cost of purchase or construction together with any
incidental expenses thereon less accumulated depreciation and any accumulated impairment losses. Such cost includes the cost of
replacing part of the equipment when that cost is incurred, if the recognition criteria are met.

Subsequent cost

The subsequent cost of replacing a component of an item of property, plant and equipment is recognised in the carrying amount of
the item if it is probable that the future economic benefits embodied within that part will flow to the Group and its cost can be reliably
measured. The costs of day-to-day servicing of property, plant and equipment are charged to the Income Statement as incurred. Costs
incurred in using or redeploying an item is not included under the carrying amount of an item.

Derecognition

The carrying amount of an item of property, plant and equipment is derecognised on disposal or when no future economic benefits are
expected from its use or disposal. The gain or loss arising from derecognition of an item of property, plant and equipment is included in
the Income Statement when the item is derecognised.

When replacement costs are recognised in the carrying amount of an item of property, plant and equipment, the remaining carrying
amount of the replaced part is derecognised. Major inspection costs are capitalised. At each such capitalisation, the remaining carrying
amount of the previous cost of inspections is derecognised.

Depreciation

The Group provides depreciation from the date the assets are available for use up to the date of disposal, at the following rates on a
straight line basis over the periods appropriate to the estimated useful lives, based on the pattern in which the asset's future economic
benefits are expected to be consumed by the Group. Depreciation of an asset ceases at the earlier of the date that the asset is classified
as held for sale or the date that the asset is derecognised. Depreciation does not cease when the assets become idle or is retired from
active use unless the asset is fully depreciated. Freehold land is not depreciated.

The estimated useful lives of the property, plant and equipment of the Company as at 31 March 2018 are as follows;

Asset category Period (years) Depreciation % per

annum
Freehold buildings 50 2%
Leasehold properties and improvements 6.67 15%
Computer equipment 5 20%
Motor vehicles 5-8 12.50 - 20%
Office equipment 5 20%
Furniture and fittings 5-6.67 15-20%
Air conditioning equipment 5 20%
Telephone system 5 20%
Fire protection equipment 5 20%
Fixtures and fittings 3 33.33%

The above rates are compatible with the rates used by all Group entities.

Accounting estimates
Useful life-time of the property, plant and equipment

The Group reviews the residual values, useful lives and methods of depreciation of property, plant and equipment at each reporting date.
Judgment of the management is exercised in the estimation of these values, rates, methods and hence they are subject to uncertainty.
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4.23.4 Property, plant and equipment acquired during the financial year - Company

During the financial year, the Company acquired property, plant and equipment to the aggregate value of Rs.1,537,334,911/- (2017 -
Rs.1,809,158,235/-). Cash payments amounting to Rs.1,537,334,911/- (2017 - Rs.1,809,158,235/-) was paid during the year for purchases
of property, plant and equipment.

4.23.5 Property, plant and equipment subjected to operating lease - Company

Included in property, plant and equipment are assets subject to operating lease where the Company is a lessor. At 31 March 2018, the
net carrying value amount of those assets was Rs. 76,777,437/- (2017 - Rs. 2,136,680/-), on which the accumulated depreciation as at
31 March 2018 was Rs. 12,666,606/- (2017 - Rs. 2,794,120/-).

Summary of future operating lease receivable was as follows;

As at 31 March 2018 Within one year 1 -5 Years Over 5 years Total
Rs. '000 Rs. '000 Rs. ‘000 Rs. '000
Future operating lease receivable 28,176 89,283 - 117,459
As at 31 March 2017 Within one year 1 -5 Years Over 5 years Total
Rs. '000 Rs. '000 Rs. ‘000 Rs. '000
Future operating lease receivable 2,822 3,292 - 6,114

4.23.6 Borrowing costs - Company

There were no capitalised borrowing costs related to the acquisition of property, plant and equipment during the financial year 2018
(2017 = Nil).

4.23.7 Fully-depreciated property, plant and equipment - Company

The initial cost of fully-depreciated property, plant and equipment, which are still in use as at reporting date is Rs. 990,384, 154/-
(2017 - Rs. 663,751,092/-).

4.23.8 Lease commitments - Company

The Company leases land, buildings, and equipment under agreements that expire over various contractual periods. Minimum operating
lease commitments as follows;

As at 31 March 2018 Within one year 1 -5 Years Over 5 years Total
Rs. '000 Rs. '000 Rs. '000 Rs. '000
Minimum operating lease commitments 234,267 822,087 574,458 1,630,812
As at 31 March 2017 Within one year 1 -5 Years Over 5 years Total
Rs. '000 Rs. '000 Rs. '000 Rs. '000
Minimum operating lease commitments 188,404 650,787 393,572 1,232,763

Operating lease expense for the years ended 31 March was as follows;
2018 2017
Rs. '000 Rs. '000

Operating lease expense 220,074 192,102
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4.23.9 Information on the freehold land and buildings - Company

As at 31 March 2018 2017
Extent Buildings Revalued Net Revalued Net
(perches) (square amount  book value amount book value
feets) as a % of
net book
value
Location Rs. '000 Rs. ‘000 Rs. '000
Kollupitiya
No 20, Dharmapala Mawatha,
Colombo 03. 52.82 65,000 1,525,000 906,946 168 919,496
Kollupitiya
No 676, Galle Road,
Colombo 03. 149.35 51,410 3,733,750 1,964,097 190 1,351,260
Kandy
No 226, D S Senanayaka Street,
Kandy. 7.05 3,674 61,000 10,466 583 10,627
Kandy
Moragaspitiyawatta Road,
Balagolla, Kengalla. 110.00 - 43,800 29,919 146 21,544
Kandy
No 47/10A, Luwiss Pieris
Mawatha,
Buwelikada, Kandy. 42.40 - 35,000 34,085 103 33,974
Maradana
No 104/1, Vipulasena Mawatha,
Colombo 10. 50.60 - 320,850 44,768 717 43,044
Nuwara Eliya
No 35/4, Upper Lake Road,
Nuwara Eliya. 359.00 - 245,000 64,906 377 64,906
Wellawatta
No 51A, W A Silva Mawatha,
Colombo 06. 14.23 - 156,107 156,107 100 N/A*
Panadura
No 37, Jayathilake Mawatha,
Panadura. 42.00 - 104,224 104,224 100 N/A*

Valuation of freehold land and buildings of the Company was carried out as at 31 March 2018 by H.B. Manjula Basnayaka. AlV (Sri Lanka),
N.C.T., QS, (COT), incorporated valuer. Investment method, Contractor’s Test method and Comparison method have been used for the

valuation.
Freehold land and buildings of the Company are considered under Level 3 of fair value hierarchy.

*Freehold land and buildings purchased during the financial year ended 31 March 2018.

| FINANCIAL REPORTS
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4.23.10 Title restriction on property, plant and equipment - Company
There were no restrictions existing on the title of the property, plant and equipment of the Company as at the reporting date.

4.23.11 Property, plant and equipment pledged as security for liabilities - Company
There were no items of property, plant and equipment pledged as securities for liabilities as at the reporting date.

4.23.12 Compensation from third parties for items of property, plant and equipment - Company

There were no compensation receivable from third parties for items of property, plant and equipment that were impaired, lost or given
up as at the reporting date.

4.23.13 Temporarily idle property, plant and equipment - Company
There were no temporarily idle property, plant and equipment as at the reporting date.

4.23.14 Property, plant and equipment retired from active use - Company
There were no property, plant and equipment retired from active use as at the reporting date.

424 INTANGIBLE ASSETS

An intangible asset is an identifiable monetary asset without physical substance held for use in the production or supply of goods or
services, for rental to others or for administrative purposes.

Accounting policy

Basis of recognition

An intangible asset is recognised if it is probable that the future economic benefits that are attributable to the asset will flow to the entity
and the cost of the assets can be measured reliably. An intangible asset is initially measured at cost.

Computer software

Cost of all computer software licensed for use by the Group, which are not integrally related to associated hardware, which can be
clearly identified, reliably measured and it's probable that they will lead to future economic benefits, are included in the Statement
of Financial Position under the category of intangible assets and carried at cost less accumulated amortisation and any accumulated
impairment losses.

Subsequent expenditure

Expenditure incurred on software is capitalised only when it is probable that this expenditure will enable the asset to generate future
economic benefits in excess of its originally assessed standard of performance and this expenditure can be measured and attributed to
the asset reliably. All other expenditure is expensed as incurred.

Derecognition of intangible assets

The carrying amount of an item of intangible asset is derecognised on disposal or when no future economic benefits are expected from
its use. The gain or loss arising from derecognition of an item of intangible asset is included in the Income Statement when the item is
derecognised.

Amortisation of intangible assets

Intangible assets, except for goodwill, are amortised on a straight line basis in the Income Statement from the date when the asset

is available for use, over the best estimate of its useful economic life based on a pattern in which the asset's economic benefits are
consumed by the Group. Indefinite-lived intangible assets are not amortized, but are tested for impairment annually or more frequently

if events or circumstances indicate the asset may be impaired. The only finite-lived intangible asset is the computer software of the
Group. There is no indefinite-lived intangibles assets which are subject to annual impairment test. Amortisation methods, useful lives and
residual values are reviewed at each reporting date and adjusted if appropriate. The Group assumes that there is no residual value for its
intangible assets.
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4.24 INTANGIBLE ASSETS (Contd.)

Intangible assets mainly represent the cost of computer software and the useful life time is as follows;

Intangible asset category Period

Computer software 5 years

Computer software

Company Group
2018 2017 2018
Rs. ‘000 Rs. ‘000 Rs. ‘000
Cost

Cost as at the beginning of the year 146,647 115,134 146,647
Additions and improvements 17,566 31,613 22,739
Exchange rate variance - - -
Cost as at the end of the year 164,213 146,647 169,386

Amortisation and impairment losses
Amortisation as at the beginning of the year 97,458 80,368 97,458
Charge for the year 18,636 17,090 19,053
Impairment loss - - -
Exchange rate variance - - 14
Accumulated amortisation as at the end of the year 116,094 97,458 116,525
Net book value as at 31 March 48,119 49,189 52,861

Amortisation for intangible assets is forecasted to be Rs.17 million for the Company and Rs.18 million for the Group in 2019 and each

year thereafter.

4.24.1 There were no restrictions on the title of the intangible assets as at the reporting date. Further there were no items pledged as

securities for liabilities.
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4.25 DUE TO BANKS

Accounting policy

These include bank overdrafts, finance leases, syndicated loans and other bank facilities. Due to bank balances are initially recognised
at fair value net of transactions cost. Subsequently, they are stated at amortised cost; any difference between the proceeds (Net of
transaction cost) and the repayable amount (including interest) is recognised in the Income Statement over the period of the loan using

effective interest rate method.

Under finance leases, the leased assets are capitalised and included in ‘property, plant and equipment’ and the corresponding liability to
the lessor is included in ‘Due to Banks'. A finance lease and its corresponding liability are recognised initially at the fair value of the asset
or, if lower, the present value of the minimum lease payments. Finance charges payable are recognised in ‘Interest Expense’ over the
period of the lease based on the interest rate implicit in the lease so as to give a constant rate of interest on the remaining period of the

liability.
Company & Group Company
2018 2017
Rs. ‘000 Rs. ‘000
Bank overdrafts 1,285,356 1,035,268
Syndicated loans and other bank facilities (Note 4.25.1) 21,552,682 22,742,879
22,838,038 23,778,147
Fair value 22,805,871 22,716,272
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4.25.1 (a) Syndicated loans and other bank facilities

As at *Loans Interest Repayments As at
1 April 2017 obtained recognised Capital Interest 31 March 2018
Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. ‘000
Syndicated loans
Syndication 1 201,312 21,468 (70,313) (22,268) 130,199
Syndication 2 2,035,087 167,223 (675,000) (168,157) 1,359,153
Syndication 3 2,883,201 281,060 (660,000) (281,990) 2,222,271
Syndication 4 2,260,744 300,806 (341,250) (295,097) 1,925,203
Syndication 5 1,491,938 171,970 (100,000) (105,472) 1,458,436
Syndication 6 1,984,408 3,614 1,988,022
7,380,344 3,476,346 946,141 (1,846,563) (872,984) 9,083,284
Term loans
Bank of Ceylon 1 873,949 63,495 (500,000) (61,246) 376,198
Bank of Ceylon 2 4,161,370 387,217 (1,250,000) (378,288) 2,920,299
Commercial Bank 1 1,780,043 128,480 (666,000) (129,032) 1,113,491
Commercial Bank 2 813,721 - 75,252 (250,000) (75,632) 563,441
Commercial Bank 3 2,003,419 - 283,425 (333,000) (283,517) 1,670,327
Commercial Bank 4 500,000 4,411 (500,000) (4,411)
Commercial Bank 5 1,000,000 4,997 1,004,997
Nations Trust Bank 1 402,293 10,572 (400,000) (12,865)
Nations Trust Bank 2 1,001,151 131,430 (210,000) (131,160) 791,421
Hatton National Bank 1 1,174,211 81,282 (399,960) (83,689) 771,844
Hatton National Bank 2 1,124,089 141,405 (300,000) (140,821) 824,673
Hatton National Bank 3 800,000 64,909 (140,000) (61,302) 663,607
Union Bank 301,979 23,947 (125,000) (23,766) 177,160
Habib Bank 300,107 20,217 (300,000) (20,324)
Public Bank 1 180,286 18,565 (40,000) (18,608) 140,243
Public Bank 2 99,950 10,659 (20,000) (10,607 80,002
Seylan Bank 945,686 121,563 (250,008) (123,544) 693,697
Standard Chartered Bank 1 200,281 6,247 (200,000) (6,528)
Standard Chartered Bank 2 250,000 15,966 (250,000) (15,966)
Standard Chartered Bank 3 300,000 2,959 (300,000 (2,959)
DFCC Bank 748,750 45,852 (78,125) (38,479) 677,998
15,362,535 3,598,750 1,642,850 (6,512,093) (1,622,644) 12,469,398
22,742,879 7,075,096 2,588,991 (8,358,656) (2,495,628) 21,552,682

*Net of transaction cost

The Group has unutilised borrowing facilities of Rs. 2,407,119,207/- as at 31 March 2018 (2017 - Rs. 2,194,629,312/-).

Details of the assets pledged as security for liabilities are disclosed in Note 6.7 to these Financial Statements.
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4.25.1(b) Contractual maturity analysis of syndicated loans and other bank facilities - Company & Group

As at 31 March 2018 Within one year 1 -5 Years Over 5 years Total
Rs. '000 Rs. '000 Rs. '000 Rs. '000

Syndicated loans 2,631,708 6,451,576 - 9,083,284
Term loans 6,097,049 6,372,349 - 12,469,398
8,728,757 12,823,925 - 21,552,682

Contractual maturity analysis of syndicated loans and other bank facilities - Company

As at 31 March 2017 Within one year 1 -5 Years Over 5 years Total
Rs. '000 Rs. '000 Rs. '000 Rs. '000

Syndicated loans 1,787,033 5,593,311 - 7,380,344
Term loans 5,285,015 10,077,520 - 15,362,535
7,072,048 15,670,831 - 22,742,879

We do not have pre-termination options for syndicated loans and other bank facilities.

4.26 DUE TO CUSTOMERS

Accounting policy

Due to customers comprise of interest-bearing savings deposits and term deposits. Customer deposits are initially recognised at fair
value net of transactions cost. Subsequent to the initial recognition they are measured at their amortised cost using the effective interest
rate method. Interest expense on these deposits is recognised in the Income Statement.

Company Group

2018 2017 2018

Rs. ‘000 Rs. ‘000 Rs. ‘000

Fixed deposits 69,888,343 57,888,811 69,888,343
Certificates of deposit 100,772 153,987 100,772
Savings deposits 2,954,718 2,359,157 2,956,896
72,943,833 60,401,955 72,946,011

Fair value 73,617,203 60,267,371 73,619,381

4.26.1 Sri Lanka Deposit Insurance and Liquidity Support Scheme - Company

Under the Direction No 2 of 2010 [Finance Companies (Insurance of Deposit Liabilities)] issued by the Central Bank of Sri Lanka and
subsequent amendments thereto, all the eligible deposit liabilities have been insured with the Sri Lanka Deposit Insurance and Liquidity
Support Scheme implemented by the Monetary Board for compensation up to a maximum of Rs. 600,000/ for each depositor. The
Company has paid Rs. 93,016,500/ as the premium of the said Insurance scheme during the current financial year

(2017 - Rs. 74,336,024/-).
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4.26.2 Contractual maturity analysis of customer deposits - Company

As at 31 March 2018 Within one year 1 -5 Years Over 5 years Total
Rs. '000 Rs. '000 Rs. '000 Rs. '000
Fixed deposits 54,641,273 15,247,070 69,888,343
Certificates of deposit 100,772 - 100,772
Savings deposits 2,954,718 - 2,954,718
57,696,763 15,247,070 72,943,833
As at 31 March 2017 Within one year 1 -5 Years Over 5 years Total
Rs. '000 Rs. '000 Rs. '000 Rs. '000
Fixed deposits 42,653,415 15,335,396 57,888,811
Certificates of deposit 153,987 - 153,987
Savings deposits 2,359,157 - 2,369,157
45,066,559 15,335,396 60,401,955

4.26.3 Contractual maturity analysis of customer deposits - Group
As at 31 March 2018 Within one year 1 -5 Years Over 5 years Total
Rs. '000 Rs. '000 Rs. '000 Rs. '000
Fixed deposits 54,641,273 15,247,070 69,888,343
Certificates of deposit 100,772 - 100,772
Savings deposits 2,955,216 1,680 2,956,896
57,697,261 15,248,750 72,946,011

We have raised fixed deposits with a pre-termination option to the customers, so fixed deposit pre-terminations may cause actual

maturities to differ from contractual maturities.

4.27 DEBT INSTRUMENTS ISSUED AND OTHER BORROWED FUNDS

Accounting policy

Debt instruments and other borrowings are initially recognised at fair value net of transactions cost. Subsequently, they are stated
at amortised cost; any difference between the proceeds (Net of transaction cost) and the repayable amount (including interest) is

recognised in the Income Statement over the period of the loan using the effective interest rate method.

Company & Group Company

2018 2017

Rs. ‘000 Rs. ‘000

Unsecured debentures (Note 4.27.1) 5,152,832 2,044,216
Fair value 5,270,741 2,095,361
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4.27.1 Unsecured debentures

The terms and features of unsecured redeemable subordinated debentures are as follows;

Category Interest payable Features Amortised Face Interestrate Issued date Redemption date
cost value
Rs. ‘000 Rs. ‘000
Type A Monthly Listed 639,497 640,140 14.00% p.a 29 November 2013 29 November 2018
Type B Biannually Listed 783,288 757,010  14.50% p.a 29 November 2013 29 November 2018
Type C Annually Listed 624,519 602,850 15.00% p.a 29 November 2013 29 November 2018
Type A Biannually Listed 1,034,167 1,000,000 12.75% p.a 11 December 2017 11 December 2022
Type B Biannually Listed 2,071,361 2,000,000 13.25% p.a 11 December 2017 11 December 2022

5,152,832 5,000,000

4.27.2 Contractual maturity analysis of debt instruments issued and other borrowed funds - Company & Group

As at 31 March 2018 Within one year 1 -5 Years Over 5 years Total
Rs. '000 Rs. '000 Rs. '000 Rs. '000

Unsecured debentures 2,163,729 2,989,103 5,152,832

Contractual maturity analysis of debt instruments issued and other borrowed funds - Company

As at 31 March 2017 Within one year 1 -5 Years Over 5 years Total
Rs. '000 Rs. '000 Rs. '000 Rs. '000

Unsecured debentures 46,275 1,997,941 2,044,216

We do not have pre-termination options for debt instruments issued and other borrowed funds.

4.28 OTHER FINANCIAL LIABILITIES

Accounting policy

Other financial liabilities are recognised initially at fair value and subsequently measured at amortised cost using the effective interest

rate method. Trade payables are obligations to pay for vehicle suppliers in the ordinary course of business.

Company Group

2018 2017 2018

Rs. ‘000 Rs. ‘000 Rs. ‘000

Trade payables 462,654 743,139 462,654
Insurance premium payable 632,727 555,153 632,727
Unclaimed balances 529,475 549,243 529,475
Advances collected from customers 38,889 81,440 38,889
Sundry creditors 97,673 78,427 97,673
1,761,418 2,007,402 1,761,418

Fair value 1,761,418 2,007,402 1,761,418
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429 OTHER NON-FINANCIAL LIABILITIES

Accounting policy

Group classifies all non-financial liabilities other than post employment benefit liability, deferred tax liabilities and current tax liabilities
under other non-financial liabilities. Other non-financial liabilities include accruals, advances and provisions. These liabilities are non-

interest bearing and recorded at the amounts that are expected to be paid.

Provisions

Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of a past event, and it is

probable that an outflow of resources embodying economic benefits will be required to settle the obligation and a reliable estimate
can be made of the amount of the obligation. The expense relating to any provision is presented in the Income Statement net of any

reimbursement.

Company Group
2018 2017 2018
Rs. ‘000 Rs. “000 Rs. ‘000
Accrued expenses 667,097 516,348 667,097
Stamp duty payable 101,434 75,317 101,434
EPF/ETF payable 36,127 33,468 36,127
Withholding tax payable 9,257 15,360 9,257
Crop insurance levy payable 12,202 9,667 12,202
Sundry creditors 26,598 23,276 27,048
852,715 673,436 853,165
430 CURRENT TAX LIABILITIES
Company Group %
2018 2017 2018 E
Rs. ‘000 Rs. ‘000 Rs. ‘000 z
=}
Income tax 468,362 508,963 468,362 g
Value Added Tax (VAT) 146,024 167,529 146,024 -
Nation Building Tax (NBT) 18,672 14,599 18,672
633,058 691,091 633,058
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431 DEFERRED TAXATION

Accounting policy

Deferred tax is provided on temporary differences at the reporting date between the tax bases of assets and liabilities and their carrying
amounts for financial reporting purposes. Deferred tax liabilities are recognised for all taxable temporary differences.

Deferred tax assets are recognised for all deductible temporary differences, carry forward of unused tax credits and unused tax losses
(if any), to the extent that it is probable that taxable profit will be available against which the deductible temporary differences and the
unused tax credits and unused tax losses carried forward can be utilized.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent that it is no longer probable that
sufficient taxable profit will be available to allow all or part of the deferred tax asset to be utilised. Unrecognised deferred tax assets are
reassessed at each reporting date and are recognised to the extent that it has become probable that future taxable profit will allow the
deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the year when the asset is realised or the
liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted at the reporting date. Deferred tax
assets and deferred tax liabilities are offset if a legally enforceable right exists to set off current tax assets against current tax liabilities
and the deferred taxes relate to the same taxable entity and the same taxation authority.

Accounting estimates

Deferred tax assets are recognised in respect of tax losses to the extent that it is probable that future taxable profits will be available
against which such tax losses can be utilised. Judgment is required to determine the amount of deferred tax assets that can be
recognised, based upon the likely timing and level of future taxable profits, together with the future tax planning strategies.

Deferred tax assets, liabilities and income tax relates to the followings ;

Reflected in Reflected in Reflected in
Statement of financial position Income statement Statement of comprehensive income
Company Group Company Group Company Group
2018 2017 2018 2018 2017 2018 2018 2017 2018

Rs.'000  Rs.'000 Rs. '000 Rs.'000  Rs.'000 Rs. '000 Rs.'000  Rs.'000 Rs. '000

Deferred tax liability

Depreciation of leased assets 922,285 354,983 922,285 567,302 341,254 567,302
Depreciation of property, plant and
equipment 221,934 191,519 221,934 30,415 26,586 30,415

1,144,219 546502 1,144,219 597,717 367,840 597,717

Deferred tax assets

Defined benefit obligation - income

statement (47,238)  (38,891) (47,238) (8,347)  (6,256) (8,347)
Defined benefit obligation - other

comprehensive income (OCI) (17,509)  (4,123) (17,509) - - - (13,386)  (1,238) (13,386)
Carried forward impairment provision (20,722) - (20,722) (20,722) - (20,722)

(85,469)  (43,014) (85,469) (29.069)  (6,256) (29,069) (13386)  (1.238) (13,386)

Deferred income tax charge/
(reversal) - - - b68,648 361,584 568,648 (13,386)  (1,238) (13,386)
Net deferred tax liability/(asset) 1,058,750 503,488 1,058,750

4.31.1 Deferred tax has been determined based on the enacted tax rate of 28% for the Company.
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432 POST EMPLOYEMENT BENEFIT LIABILITY

Accounting estimates

Our end of service benefit obligations are measured based on the present value of projected future benefit payments for all participants
for services rendered to date. The measurement of projected future benefits is dependent on the stipulated formula, salary assumptions,
demographics of the group covered by the plan, and other key measurement assumptions. The net periodic benefit costs associated
with the Company’s defined benefit plans are determined using assumptions regarding the benefit obligations. 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

Company.

Recognition of actuarial gains and losses

The Company recognises the total actuarial gains and losses that arise in calculating the Company’s obligation in respect of the plan in

Other Comprehensive Income during the period in which it occurs.

Expected return on assets

Expected return on assets is zero as the plan is not pre-funded.

Funding arrangements

The gratuity liability is not externally funded.

4.32.1 Post employment benefit liability

Company Group

2018 2017 2018

Rs. ‘000 Rs. ‘000 Rs. ‘000

Balance at the beginning of the year 153,621 126,859 153,621
Amount charged/(reversed) for the year 92,496 41,550 92,496
Payments made during the year (14,877) (14,788) (14,877)
Balance at the end of the year 231,240 153,621 231,240

4.32.2 Amounts recognised in the Income Statement

Company Group

2018 2017 2018

Rs. ‘000 Rs. ‘000 Rs. ‘000

Current service cost for the year 25,932 21,907 25,932
Interest cost on the net defined benefit liability for the year 18,757 15,223 18,757
44,689 37,130 44,689
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4.32.3 Amounts recognised in the Other Comprehensive Income (OCl)

Company Group

2018 2017 2018

Rs. ‘000 Rs. ‘000 Rs. ‘000

Liability (gains)/losses due to changes in assumptions 39,694 7,889 39,694
Liability experience (gains)/losses arising during the year 8,213 (3,469) 8,213
47,807 4,420 47,807

4.32.4 Defined benefit obligation reconciliation

Company Group

2018 2017 2018

Rs. ‘000 Rs. ‘000 Rs. ‘000

Benefit obligation at end of prior year 153,621 126,859 153,621
Current service cost for the year 25,932 21,907 25,932
Interest cost on the net defined benefit liability for the year 18,757 15,223 18,757
Liability (gains)/losses due to changes in assumptions 39,694 7,889 39,5694
Liability experience (gains)/losses arising during the year 8,213 (3,469) 8,213
Payments made during the year (14,877) (14,788) (14,877)
231,240 153,621 231,240

4.32.5 Average future working life time as per the assumptions made is 14.6 years as of 31 March 2018 (14.6 years as of 31 March 2017).

4.32.6 Assumptions

2018 2017
Rs. ‘000 Rs. ‘000
Discount rate 10.50% 12.21%
Salary increment 10.00% 10.00%
Staff turnover
20 to 40 years 25.00% 25.00%
45 years 1.00% 1.00%
50 years 1.00% 1.00%
Mortality - GA 1983 Mortality Table
Disability - Long Term Disability 1987 Soc. Sec. Table
Retirement age - Normal retirement age (55 years), or

age on valuation date, if greater

An actuarial valuation of the gratuity was carried out as at 31 March 2018 by Piyal S. Goonetilleke & Associates, a firm of professional
actuaries. The valuation method used by the actuary to value the Fund is the ‘Projected Unit Credit Method’, recommended by the

Sri Lanka Accounting Standard - LKAS 19 (Employee Benefits).
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4.32.7 Sensitivity of assumptions employed in actuarial valuation

The following table demonstrates the sensitivity to a reasonably possible change in the key assumptions employed with all other

variables held constant in the retirement benefit liability measurement.

The sensitivity of the Statement of Comprehensive Income and Statement of Financial Position is the effect of the assumed changes in

discount rate and salary increment on the profit or loss and retirement benefit obligation for the year.

2018 2017

Increase/ Increase/ Sensitivity effect Sensitivity effect on Sensitivity effect Sensitivity effect on
(decrease)in  (decrease) on Statement retirement benefit on Statement of retirement
discountrate  in salary of Comprehensive obligation Comprehensive benefit
increment income - increase/ - increase/(reduction) Income - increase/  obligation - increase/

(reduction) in results in the liability (reduction) in results (reduction)

for the year for the year in the liability

Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. ‘000
1% 24,619 (24,619) 14,886 (14,886)
-1% (29,641) 29,641 (17,744) 17,744
1% (28,788) 28,788 (17,498) 17,498
1% 24,385 (24,385) 14,931 (14,931)

4.32.8 The expected benefit payout in the future years for retirement gratuity

Company Group

2018 2017 2018

Rs. ‘000 Rs. ‘000 Rs. ‘000

Within the next 12 months 16,847 7,674 16,847
Between 2 and 5 years 106,747 100,490 106,747
Beyond b years 207,961 188,341 207,961
331,555 296,505 331,555

The expected benefits are estimated based on the same assumptions used to measure the benefit obligation of the Company at the end

of the financial year and include benefits attributable to estimated future employee service.
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433 STATED CAPITAL

4.33.1 Issued and fully paid-ordinary shares

Company & Group Company
2018 2017
No. of Rs. '000 No. of Rs. '000
shares shares
At the beginning of the year 138,514,284 838,282 138,514,284 838,282
At the end of the year 138,514,284 838,282 138,514,284 838,282

4.33.2 Rights of shareholders

The holders of ordinary shares have the right to receive dividends as declared from time to time and are entitled to one vote per share at
meetings. All shares rank equally with regard to the Company’s residual assets.

4.34 RESERVES

Company Group
As at1 Movement/ As at 31 Asat1 Movement/ As at 31
April 2017 transfers March 2018 April 2017 transfers March 2018
Rs. ‘000 Rs. '000 Rs. '000 Rs. ‘000 Rs. '000 Rs. '000
Statutory reserve 3,424,683 850,144 4,274,827 3,424,683 850,144 4,274,827
Available for sale reserve (12,365) 8,060 (4,305) (12,365) 8,060 (4,305)
Foreign currency
translation reserve - - - - 5,231 5,231
3,412,318 858,204 4,270,522 3,412,318 863,435 4,275,753
4.34.1 Statutory reserve
Company & Group Company
2018 2017
Rs. ‘000 Rs. ‘000
Balance as at 1 April 3,424,683 2,641,042
Transfers made during the financial year 850,144 783,641
Balance as at 31 March 4,274,827 3,424,683

Statutory reserve is a capital reserve which contains profits transferred as required by Section 3(b)(ii) of Central Bank Direction No 1 of
2003.

4.34.2 Available for sale reserve

Company & Group Company

2018 2017

Rs. ‘000 Rs. ‘000

Balance as at 1 April (12,365) 29,496
Fair value gains and losses arising on re-measuring available for sale

financial assets/transfers made during the financial year 8,060 (41,861)

Balance as at 31 March (4,305) (12,365)

The available-for-sale reserve comprises the cumulative net change in fair value of financial investments available for sale until such
investments are derecognised or impaired.
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4.34.3 Foreign currency translation reserve

Company Group

2018 2017 2018

Rs. ‘000 Rs. ‘000 Rs. ‘000

Balance as at 1 April - - -
Net gains/(losses) from translating the

Financial Statements of the foreign operations - - 5,231

Balance as at 31 March - - 5,231

The foreign currency translation reserve comprises of all foreign currency differences arising from the translation of the Financial
Statements of foreign operations. As at the reporting date, the assets and liabilities of the L B Microfinance Myanmar Company Limited
a Subsidiary of the Company were translated into the presentation currency (Sri Lankan Rupee) at the exchange rate ruling at the
reporting date and the Income Statement and Comprehensive Income was translated at the average exchange rate for the period. The
exchange differences arising on the translation are taken to foreign currency translation reserve through Other Comprehensive Income.

435 RETAINED EARNINGS

Company Group

2018 2017 2018

Rs. ‘000 Rs. ‘000 Rs. ‘000

Balance as at 1 April 8,259,079 6,970,499 8,259,079
Dividend paid (1,385,143)  (1,869,943) (1,385,143)
Profit for the year 4,250,721 3,918,204 4,245,069
Other Comprehensive Income not to be reclassified to Income Statement (34,421) (3,182) (34,421)
Transfers during the year (Note 4.34) (850,144) (756,499) (850,144)
Balance as at 31 March 10,240,092 8,259,079 10,234,440

Retained earnings represents the undistributed earnings held by the Company to be used in the Company's operations. This could be

used to absorb future losses or dividends payable.

436 NON-CONTROLLING INTEREST

Non-Controlling Interest (NCI) are measured at their proportionate share of the acquiree’s identifiable net assets at the date of
acquisition. Changes in the Group's interest in a Subsidiary that do not result in a loss of control are accounted for as equity transactions.
Accordingly, the Company has non-controlling interest of the L B Microfinance Myanmar Company Limited (NCI of 0.30%) as at the

reporting date as follows;

Group
2018 2017
Rs. ‘000 Rs. ‘000
Balance as at 1 April B _
Non-controlling interest contribution for Subsidiary share issues 460 -
Profit for the year (17) -
Other Comprehensive Income net of tax 16 -

Balance as at 31 March
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SECTION 05
Risk Management Disclosures

5.1 INTRODUCTION

Risk is inherent in the Group's activities but is managed through a process of ongoing identification, measurement and
monitoring, subject to risk limits and other controls. This process of risk management is critical to the Group’s continuing
profitability and each individual within the Group is accountable for managing the risk exposures relating to his/her
functional areas.

The Group identifies the following key financial risks in its business operations.
» Credit Risk

» Liquidity Risk

» Market Risk

» Capital Adequacy

Risk management framework

The Risk Management Framework of the Group has been optimized through the application and the embedment of the
risk management process including risk identification, risk analysis, risk measurement, risk management decision and
execution, risk monitoring and reporting.

The overall responsibility and oversight of the Risk Management framework of the Group is vested with the Board of
Directors. The Integrated Risk Management Committee (IRMC), a sub-committee appointed by the Board, is responsible
for developing and monitoring that the Group's risk management policies are practiced.

The following management committees, each with a defined responsibility, support the IRMC by executing their respective
risk management mandates.

» Asset and Liability Committee
» Credit Committee

» IT Steering Committee

Risk management department (RMD)

Whilst the Business units have primary responsibility for Risk Management, the RMD provides an independent oversight
function acting as a second line of defence. RMD is headed by the CRO who directly reports to the Managing Director
and also has a functional reporting to the IRMC. The RMD co-exists with other control functions in the Group that might
uncover risk management issues, most notably Internal Audit, Compliance and Finance. Each of the control functions has
a different focus and potential overlap between them is kept at a minimum, while ensuring that the approaches taken are
complementary and lead to consistent, effective and timely escalation of risks.
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5.2 CREDIT RISK

Credit risk is the risk of financial loss to the Group if a borrower or counterparty to a financial instrument, fails to meet its contractual
obligations, and arises principally from the Group's loans and advances to customers/other companies and investments in debt
securities. Credit risk constitutes the Group's largest risk exposure category. This can be broadly categorized into three types; default,
concentration and settlement risk.

» Default risk is the risk of the potential financial loss resulting from the failure of customer or counterparty to meet its debt or
contractual obligations and arises principally from the Group’s loans and advances to customers.

» Concentration risk is the credit exposure being concentrated as a result of excessive build-up of exposure to a single counterparty,
industry, product, geographical location or insufficient diversification.

» Settlement risk is the risk of loss arising from trading/investment activities when there is a mutual undertaking to deliver on a
progressive basis.

Group manages credit risk by focusing on the following steps;

The loan origination stage comprises preliminary screening and credit appraisal. The objective of this process is to assess the borrower's
ability to meet its obligations in an objective manner. The Company/Group has clearly defined guidelines for credit approvals where the
limits have been set taking into consideration the factors such as maximum counterparty exposures, loan to value ratio and forced sale
value. These steps enables the Company/Group in assessing the default risk of the borrower.

A comprehensive set of credit risk indicators are monitored monthly to review credit concentrations, status of loan recoveries and
compliance with regulatory and prudent exposure limits.

Post disbursement review

Initial monitoring and follow up activities are carried out by the Credit Department. Once a loan is overdue for a period exceeding the
tolerance period, responsibility for recovery and collections is transferred to Recoveries Department. Risk Management Department
(RMD) reviews asset quality performance regularly. Delinguencies are handled early with effective follow ups and reminders. Swift
recovery actions are taken against critical exposures.

Management of large exposures

Credit committee

The Credit Committee consists of the Managing Director, Executive Directors, Chief Financial Officer and Chief Risk Officer. Sanctioning
of large exposures are primarily handled by the Credit Committee. RMD independently monitors post sanctioning performance of large
exposures.

Impairment assessment
The methodology of the impairment assessment has been explained in the Note 4.18 to these Financial Statements.

Collateral and other credit enhancements

The Group uses collateral, where possible, to mitigate its risks on financial assets. The collateral comes in various forms such as cash,
vehicles, gold, letters of guarantees, real estate, receivables, inventories and other non-financial assets .The fair value of collateral is
generally assessed at the inception based on the guidelines issued by the Central Bank of Sri Lanka and the Central Bank of Myanmar.

To the extent possible, the Group uses active market data for valuing financial assets, held as collateral. Non-financial collateral, such as
real estate, is valued based on data provided by third parties such as independent valuers.

Repossession of collaterals is resorted to in extreme situations where action is necessitated to recover the dues. The repossessed
assets are disposed, in an orderly and transparent manner through public auctions and the proceeds are used to reduce or recover the
outstanding claims and the amount recovered in excess of the dues is refunded to the customer.
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5.2.1 Analysis of credit risk exposure

The following table shows the maximum exposure to credit risk by class of financial asset. It further shows the net exposure to credit
risk.

Company Group
As at 31 March 2018 2017 2018
Maximum Net Maximum Net Maximum Net
exposure to exposure exposure to exposure exposure to exposure
credit risk credit risk credit risk
Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. '000
Cash and cash equivalents 5,874,375 - 2,895,085 - 5,990,295
Financial investments
- held for trading 9,682 9,682 10,068 10,068 9,682 9,682
Loans and receivables (gross)* 40,721,663 4,491,173 34,013,780 3,482,632 40,760,931 4,530,441
Lease rentals receivable and
stock out on hire (gross) 64,499,913 2,771,264 57,473,190 2,487,179 64,499,913 2,771,264
Financial investments
- available for sale 121,624 121,624 118,021 118,021 121,624 121,624
Other financial assets** 6,772,554 3,240,113 6,721,526 2,933,988 6,766,710 3,234,269
Total financial assets 117,999,811 10,633,856 101,231,670 9,031,888 118,149,155 10,667,280

The fair value of collateral for finance receivables is calculated based on the number of contracts multiplied by the loss severity and
the probability of default (‘POD’) percentage or the outstanding receivable balances multiplied by the average recovery value (‘ARV'’)
percentage to determine the fair value adjustment.

*At 31 March 2018, the net credit risk exposure of Gold Loans was Rs. 2,438,259/- (2017 - Rs. 26,755,013/-)

**Net exposure of the Other Financial Assets mainly includes investment in fixed deposits in banks and other financial institutions. As at
31 March 2018, the net carrying value amount of those investments was Rs. 2,879,390,261/- (2017 - Rs. 2,680,299,656/-).

5.2.2 Credit quality by class of financial assets

As at 31 March 2018 - Company

Neither past Past due Individually Total
due nor but not impaired
impaired * impaired *
Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. ‘000
Assets
Cash and cash equivalents 5,874,375 - - 5,874,375
Financial investments - held for trading 9,682 - - 9,682
Loans and receivables (gross) 24,422,248 14,753,385 1,546,030 40,721,663
Lease rentals receivable and stock out on hire (gross) 27,215,418 33,513,265 3,771,230 64,499,913
Financial investments - available for sale 79,087 - 42,537 121,624
Other financial assets 6,772,554 - - 6,772,554
Total financial assets 64,373,364 48,266,650 5,359,797 117,999,811

*Collectively assessed for the impairment
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Aging analysis of past due (i.e. Facilities in arrears of 1 day and above) but not impaired loans, by class of financial assets

Past due but not impaired

Less than 31- 60 days 61 - 90 days More than Total
31 days 90 days
Rs. '000 Rs. '000 Rs. '000 Rs. '000 Rs. '000
Loans and receivables (gross) 7,076,320 4,029,457 1,830,083 1,817,525 14,753,385
Lease rentals receivable and
stock out on hire (gross) 14,350,222 11,430,372 5,379,292 2,353,379 33,513,265
21,426,542 15,459,829 7,209,375 4,170,904 48,266,650
44.39% 32.03% 14.94% 8.64% 100.00%
Past due but not impaired loans
Past due but not impaired loans are those for which contractual interest or principal payments are past due, however as per the
Company's assessment they do not need to be individually impaired.
As at 31 March 2017 - Company
Neither past Past due Individually Total
due nor but not impaired
impaired* impaired*
Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. ‘000
Assets
Cash and cash equivalents 2,895,085 - - 2,895,085
Financial investments - held for trading 10,068 - - 10,068
Loans and receivables (gross) 24,488,771 8,813,605 711,404 34,013,780
Lease rentals receivable and stock out on hire (gross) 28,097,326 27,604,638 1,771,226 57,473,190
Financial investments - available for sale 71,028 - 46,993 118,021
Other financial assets 6,721,526 - - 6,721,526
Total financial assets 62,283,804 36,418,243 2,529,623 101,231,670

*Collectively assessed for the impairment

Aging analysis of past due (i.e. Facilities in arrears of 1 day and above) but not impaired loans, by class of financial assets

Past due but not impaired

Less than 31- 60 days 61 - 90 days More than Total

31 days 90 days
Rs. '000 Rs. '000 Rs. '000 Rs. '000 Rs. '000
Loans and receivables (gross) 4,909,714 2,281,769 907,507 714,615 8,813,605

Lease rentals receivable and

stock out on hire (gross) 13,255,637 9,031,058 3,790,098 1,527,845 27,604,638
18,165,351 11,312,827 4,697,605 2,242,460 36,418,243
49.88% 31.06% 12.90% 6.16% 100.00%

Past due but not impaired loans

Past due but not impaired loans are those for which contractual interest or principal payments are past due, however as per the
Company's assessment they do not need to be individually impaired.
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As at 31 March 2018 - Group

Neither past Past due Individually Total
due nor but not impaired
impaired * impaired *
Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. ‘000
Assets
Cash and cash equivalents 5,990,295 - - 5,990,295
Financial investments - held for trading 9,682 - - 9,682
Loans and receivables (gross) 24,461,516 14,753,385 1,546,030 40,760,931
Lease rentals receivable and stock out on hire (gross) 27,215,418 33,613,265 3,771,230 64,499,913
Financial investments - available for sale 79,087 - 42,537 121,624
Other financial assets 6,766,710 - - 6,766,710
Total financial assets 64,522,708 48,266,650 5,359,797 118,149,155

*Collectively assessed for the impairment

Aging analysis of past due (i.e. Facilities in arrears of 1 day and above) but not impaired loans, by class of financial assets

Past due but not impaired

Less than 31-60 days 61 - 90 days More than Total

31 days 90 days
Rs. '000 Rs. '000 Rs. '000 Rs. '000 Rs. '000
Loans and receivables (gross) 7,076,320 4,029,457 1,830,083 1,817,525 14,753,385

Lease rentals receivable and

stock out on hire (gross) 14,350,222 11,430,372 5,379,292 2,353,379 33,513,265
21,426,542 15,459,829 7,209,375 4,170,904 48,266,650
44.39% 32.03% 14.94% 8.64% 100.00%

Past due but not impaired loans

Past due but not impaired loans are those for which contractual interest or principal payments are past due, however as per the Group’s
assessment they do not need to be individually impaired.

5.2.3 Concentration of credit risk

By setting various concentration limits under different criteria within the established risk appetite framework, the Group ensures that

an acceptable level of risk diversification is maintained on an ongoing basis. These limits are monitored and reviewed by the Credit
Committee, Risk Management Department and Integrated Risk Management Committee on a regular basis to capture the developments
in market, regulatory and economic environments to strengthen the dynamic portfolio management practices and to provide an early
warning on possible credit concentrations.
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The Group monitors concentration of credit risk by sector and by geographic location. An analysis of risk concentration of financial assets

based on the industry sector and geographical location is given below.

Industry-wise concentration

The following table shows the risk concentration by industry for the components of the Statement of Financial Position.

As at 31 March 2018 - Company

Sector-wise Cash and Financial Loans and Lease Financial Other Total
breakdown bank investments receivables** rentals investments financial financial
balances - held for receivable - available assets assets
trading and for sale

stock out

on hire**
Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. ‘000
Agriculture - 14,270,034 14,349,850 - - 28,619,884
Manufacturing - - 1,888,621 1,830,137 - 3,718,658
Construction - - 810,943 1,108,874 - 1,919,817

Financial

services 5,874,375 637,761 379,084 - 6,772,554 13,663,774
Trading - 9,682 5,527,811 11,795,115 121,624 - 17,454,232
Retail - - 1,903,437 - 1,903,437
Government - - - - -
Hotels - - 604,263 481,567 1,085,830
Services - - 14,212,628 32,545,059 46,757,687
Total 5,874,375 9,682 39,855,398 62,489,686 121,624 6,772,554 115,123,319

Province-wise concentration

**Provincial breakdown for (01) Loans and receivable (02) Lease rentals receivable and Stock out on hire from customers within Sri

Lanka is as follows;

As at 31 March 2018 - Company

Province Loans and Lease rentals Total

receivables receivable and

stock out

on hire
Rs. ‘000 Rs. ‘000 Rs. ‘000
Central 3,156,668 6,922,955 10,079,623
Eastern 2,217,036 3,207,308 5,424,344
North Central 1,012,548 3,331,064 4,343,612
North Western 2,528,814 6,845,408 9,374,222
Northern 2,759,874 582,872 3,342,746
Sabaragamuwa 1,003,430 4,037,745 5,041,175
Southern 2,030,121 6,292,184 8,322,305
Uva 795,252 2,640,024 3,435,276
Western 24,351,655 28,630,126 52,981,781
Total 39,855,398 62,489,686 102,345,084
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Industry-wise concentration

The following table shows the risk concentration by industry for the components of the Statement of Financial Position.

As at 31 March 2017 - Company

Sector-wise Cash and Financial Loans and Lease Financial Other Total
breakdown bank investments receivables rentals investments financial financial
balances - held for ## receivable - available assets assets
trading and for sale
stock out
on hire **
Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. ‘000
Agriculture - 9,925,535 10,331,041 20,256,576
Manufacturing - 1,796,166 1,666,701 - 3,462,867
Construction - 557,711 1,190,251 - 1,747,962
Financial
services 2,895,085 - 653,822 355,608 6,721,526 10,626,041
Trading - 10,068 5,684,954 11,669,019 118,021 17,482,062
Retail - 2,191,593 - - 2,191,593
Government - - - -
Hotels 251,975 491,977 - 743,952
Services 12,427,023 29,956,366 - - 42,383,389
Total 2,895,085 10,068 33,488,779 55,660,963 118,021 6,721,526 98,894,442

Province-wise concentration

**Provincial breakdown for (01) Loans and receivable (02) Lease rentals receivable and Stock out on hire from customers within Sri

Lanka is as follows;

As at 31 March 2017 - Company

Province Loans and Lease rentals Total

receivables receivable and

stock out

on hire
Rs. ‘000 Rs. ‘000 Rs. ‘000
Central 2,665,387 5,807,452 8,472,839
Eastern 1,765,429 3,123,383 4,888,812
North Central 713,031 3,110,343 3,823,374
North Western 2,172,545 5,726,921 7,899,466
Northern 2,379,071 493,903 2,872,974
Sabaragamuwa 946,872 3,806,386 4,753,258
Southern 1,636,204 5,842,761 7,478,965
Uva 537,616 2,512,212 3,049,828
Western 20,672,624 25,237,602 45,910,226
Total 33,488,779 55,660,963 89,149,742
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Industry-wise concentration

The following table shows the risk concentration by industry for the components of the Statement of Financial Position.

As at 31 March 2018 - Group

Sector-wise Cash and Financial Loans and Lease Financial Other Total
breakdown bank investments receivables rentals investments financial financial
balances - held for w# receivable - available assets assets
trading and for sale
stock out
on hire **
Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. ‘000
Agriculture - - 14,308,912 14,349,850 28,658,762
Manufacturing - - 1,888,621 1,830,137 3,718,658
Construction - - 810,943 1,108,874 - 1,919,817
Financial
services 5,990,295 - 637,761 379,084 6,766,710 13,773,850
Trading - 9,682 5,527,811 11,795,115 121,624 17,454,232
Retail - - 1,903,437 - 1,903,437
Government - - - - -
Hotels 604,263 481,567 - 1,085,830
Services 14,212,628 32,545,059 - - 46,757,687
Total 5,990,295 9,682 39,894,276 62,489,686 121,624 6,766,710 115,272,273

Geographical concentration

**Geographical breakdown for (01) Loans and receivable (02) Lease rentals receivable and Stock out on hire from customers is as

follows;

As at 31 March 2018 - Group

Province/country Loans and Lease rentals Total

receivables receivable and

stock out

on hire
Rs. ‘000 Rs. ‘000 Rs. ‘000
Central 3,156,668 6,922,955 10,079,623
Eastern 2,217,036 3,207,308 5,424,344
North Central 1,012,548 3,331,064 4,343,612
North Western 2,528,814 6,845,408 9,374,222
Northern 2,759,874 582,872 3,342,746
Sabaragamuwa 1,003,430 4,037,745 5,041,175
Southern 2,030,121 6,292,184 8,322,305
Uva 795,252 2,640,024 3,435,276
Western 24,351,655 28,630,126 52,981,781
Myanmar 38,878 - 38,878
Total 39,894,276 62,489,686 102,383,962
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5.3 LIQUIDITY RISK AND FUNDING MANAGEMENT

In the context of a financial institution liquidity risk arises primarily due to mismatches in the maturity profile of assets and liabilities.
Liquidity risk for a financial institution can take two forms; market liquidity risk and funding liquidity risk.

Market liquidity risk is the inability to easily exit a position. Group's market liquidity risk is low if assets can be liquidated without moving
the price too much.

Funding liquidity risk means the Group's inability to finance assets continuously at an acceptable borrowing rate. Funding liquidity risk
generally arises when creditors either withdraw credit or change the terms on which it is granted in such a way they are no longer
profitable. Funding liquidity risk would increase if the Group's credit quality is, or at least perceived to be, deteriorating, but also because
financial conditions as a whole are deteriorating.

The Group's primary objective in liquidity risk management is to ensure adequate funding for its businesses throughout market cycles,
including periods of financial stress. To achieve this objective the Group regularly monitors the liquidity position and maintain an adequate
buffer of liquid assets. Group also maintains access to diverse funding sources to meet unforeseen liquidity requirements. All statutory
and prudent liquidity ratios are monitored against tolerance limits and stress testing is carried out regularly to assess the effectiveness of
liquidity management.

Assets and Liability Management Committee (ALCO)

ALCO is chaired by the Managing Director and comprises of Executive Directors, representatives from the Treasury Department, Fixed
Deposits, the Chief Financial Officer and the Chief Risk Officer. The Committee meets regularly and makes all policy decisions with
regard to funding matters, duration management of assets and liabilities and investments, to keep the liquidity at healthy levels, whilst
satisfying regulatory requirements.

5.3.1 Analysis of liquidity risk exposure

5.3.1(a) The table below summarizes the maturity profile of the undiscounted cash flows of the Company’s financial assets and
liabilities as at 31 March 2018.

The table does not reflect the expected cash flows indicated by its deposit retention history and loan recovery patterns.

As at 31 March 2018 - Company On demand Less than  3-12 Months 1-5 Years Over 5 years Total
3 months
Rs. ‘000 Rs. '000 Rs. '000 Rs. ‘000 Rs. '000 Rs. '000

Financial assets

Cash and bank balances 2,655,069 3,236,437 - - - 5,891,506
Financial investments

- held for trading 9,682 - - - - 9,682
Loans and receivables 7,217,140 15,526,674 10,268,927 13,909,808 1,421,371 48,343,920
Lease rentals receivable and

stock out on hire 3,378,193 8,714,343 23,994,138 50,284,196 52,464 86,423,334
Financial investments

- available for sale 121,624 - - - - 121,624
Other financial assets 360,723 1,154,025 5,550,806 - - 7,065,554
Total financial assets 13,742,431 28,631,479 39,813,871 64,194,004 1,473,835 147,855,620
Financial liabilities
Due to banks 1,285,356 3,291,949 7,149,075 15,652,842 - 27,379,222
Due to customers 2,958,302 25,467,832 33,215,379 18,675,363 - 80,316,876
Debt instruments issued and

other borrowed funds - 272,488 2,362,319 4,570,000 - 7,204,807
Other financial liabilities 1,761,418 - - - - 1,761,418
Total financial liabilities 6,005,076 29,032,269 42,726,773 38,898,205 - 116,662,323

Total net financial
assets/(liabilities) 7,737,355 (400,790) (2,912,902) 25,295,799 1,473,835 31,193,297
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5.3.1 (b) The table below summarizes the maturity profile of the undiscounted cash flows of the Company’s financial assets and
liabilities as at 31 March 2017.

The table does not reflect the expected cash flows indicated by its deposit retention history and loan recovery patterns.

As at 31 March 2017 - Company On demand Less than  3-12 Months 1-5 Years Over 5 years Total
3 months
Rs. ‘000 Rs. '000 Rs. '000 Rs. ‘000 Rs. '000 Rs. '000

Financial assets
Cash and bank balances 1,832,321 1,068,480 - - 2,900,801
Financial investments

- held for trading 10,068 - - 10,068
Loans and receivables 5,181,951 12,278,167 10,179,661 11,291,205 1,672,490 40,603,474
Lease rentals receivable and

stock out on hire 2,747,306 7,368,090 20,393,168 45,372,840 17,450 75,898,854
Financial investments

- available for sale 118,021 - - 118,021
Other financial assets 253,688 1,271,163 5,639,367 - 7,064,218
Total financial assets 10,143,355 21,985,900 36,112,196 56,664,045 1,689,940 126,595,436
Financial liabilities
Due to banks 1,035,268 2,014,722 7,261,927 18,159,846 - 28,471,763
Due to customers 2,364,447 20,222,029 25,526,034 18,152,979 - 66,265,489
Debt instruments issued and

other borrowed funds - 77,288 212,525 2,259,940 - 2,549,753
Other financial liabilities 2,007,402 - - 2,007,402
Total financial liabilities 5,407,117 22,314,039 33,000,486 38,572,765 - 99,294,407
Total net financial

assets/(liabilities) 4,736,238 (328,139) 3,111,710 18,091,280 1,689,940 27,301,029

| FINANCIAL REPORTS



400 LB Finance PLC . Annual Report 2017/18

Notes to the Financial Statements

5.3.1(c) The table below summarises the maturity profile of the undiscounted cash flows of the Group's financial assets and liabilities
as at 31 March 2018.

The table does not reflect the expected cash flows indicated by its deposit retention history and loan recovery patterns.

As at 31 March 2018 - Group On demand Less than  3-12 Months 1-5 Years Over 5 years Total
3 months
Rs. ‘000 Rs. '000 Rs. '000 Rs. ‘000 Rs. '000 Rs. '000

Financial assets

Cash and bank balances 2,770,989 3,236,437 - - - 6,007,426
Financial investments

- held for trading 9,682 - - - - 9,682
Loans and receivables 7,217,140 15,536,486 10,296,151 13,920,058 1,421,371 48,391,206
Lease rentals receivable and

stock out on hire 3,378,193 8,714,343 23,994,138 50,284,196 52,464 86,423,334
Financial investments

- available for sale 121,624 - - - - 121,624
Other financial assets 354,879 1,154,025 5,650,806 - - 7,059,710
Total financial assets 13,852,507 28,641,291 39,841,095 64,204,254 1,473,835 148,012,982

Financial liabilities

Due to banks 1,285,356 3,291,949 7,149,075 15,652,842 - 27,379,222
Due to customers 2,958,302 25,467,832 33,215,877 18,677,043 - 80,319,054
Debt instruments issued and

other borrowed funds - 272,488 2,362,319 4,570,000 - 7,204,807
Other financial liabilities 1,761,418 - - - - 1,761,418
Total financial liabilities 6,005,076 29,032,269 42,727,271 38,899,885 - 116,664,501

Total net financial
assets/(liabilities) 7,847,431 (390,978) (2,886,176) 25,304,369 1,473,835 31,348,481
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5.3.2 Contractual maturities of commitments and contingencies

The table below shows the contractual expiry by maturity of the Company/Group’s contingent liabilities and commitments. Each
undrawn loan commitment is included in the time band containing the earliest date it can be drawn down. For issued financial guarantee

contracts, the maximum amount of the guarantee is allocated to the earliest period in which the guarantee could be called.

As at 31 March 2018 - On demand Less than  3-12 Months 1-5 Years Over 5 years Total
Company & Group 3 months
Rs. ‘000 Rs. '000 Rs. '000 Rs. ‘000 Rs. '000 Rs. '000
Contingent liabilities
Guarantees issued to banks and
other institutions - 1,460 5,040 - - 6,500
Import LC and ordinary
guarantees 38,069 - - - - 38,069
Total contingent liabilities 38,069 1,460 5,040 - - 44,569
Commitments
Commitment for unutilised
facilities 1,217,412 - - - - 1,217,412
Total commitments 1,217,412 - - - - 1,217,412
Total commitments and
contingencies 1,255,481 1,460 5,040 - - 1,261,981
As at 31 March 2017 - On demand Less than  3-12 Months 1-5 Years Over 5 years Total
Company 3 months
Rs. ‘000 Rs. '000 Rs. '000 Rs. ‘000 Rs. '000 Rs. '000 ®
o
Contingent liabilities §
Guarantees issued to banks and ;
other institutions - 4,460 13,000 - - 17,460 e
Import LC and ordinary 2
guarantees 58,370 - - - - 58,370 -
Total contingent liabilities 58,370 4,460 13,000 - - 75,830
Commitments
Commitment for unutilised
facilities 918,305 - - - - 918,305
Total commitments 918,305 - - - - 918,305
Total commitments and
contingencies 976,675 4,460 13,000 - - 994,135
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5.4 MARKET RISK

Market risk refers to the possible losses to the Group that could arise from changes in market variables like interest rates, exchange
rates, equity prices and commodity prices. Among them, interest rate risk has been identified as the most critical risk given the Group's
nature of business.

5.4.1 Interest rate risk

Interest rate risk is a key constitute of the market risk exposure of the Group due to adverse and unanticipated movements in future
interest rate which arises from core business activities; disbursing of credit facilities, accepting deposits and issuing debt instruments.
Due to the nature of operations of the Group, the impact of interest rate risk is mainly on the earnings of the Group rather than the
market value of portfolios.

Excessive movements in market interest rate could result in severe volatility to the Group'’s net interest income and net interest margin.
Group's exposure to interest rate risk is primarily associated with factors such as;

» Reprising risk arising from a fixed rate borrowing portfolio, where reprising frequency is different to that of the lending portfolio.

» Yield curve risk arising from unanticipated shifts of the market yield curve.

Interest rate risk is managed principally through minimizing interest rate sensitive asset liability gaps. In order to ensure interest rate
margin and spreads are maintained, the Group conducts periodic reviews and re-prices its assets accordingly.

5.4.2 Commodity price risk

Commodity price risk refers to the uncertainties of future market values and of the size of the future income, caused by the fluctuation

in the prices of commodities. Given the significance of the Gold Loans business to Group's overall loan book, sharp fluctuations to the
gold prices could have an adverse impact to earnings. Gold price fluctuations lead to market risk which is the primary source of credit risk
associated with this product.

Group currently manages the credit and market risks arising from adverse movements in Gold prices by adopting the following
strategies;

» Shorter product life: Group, as a credit risk management strategy lends for shorter periods allowing it to initiate its recovery process
faster.

» Frequent revisions to Loan-to-Value (LTV) ratio: Group practices a process of revising advance offered per gold sovereign to reflect
market value fluctuations to maintain the desired loan to value ratio.

5.4.3 Equity price risk

This is the risk of loss based on market changes in the value of equity or a participation portfolio.

5.4.4 Exchange rate risk

Exchange rate risk is the risk of loss as a result of unhedged exposure to volatility in the local (LKR) exchange rate with other major
currencies. Exchange risk could materialize as an indirect risk too, affecting local gold prices resulting in exaggerated commodity risk.
Group is exposed to two types of risk caused by currency volatility.

Transaction risk — This risk arises whenever the Group has contractual cash flows (receivables and payables) whose values are subject to
unanticipated changes in exchange rates due to a contract being denominated in a foreign currency. This type of exposure is short-term
to medium-term in nature.

Translation risk — This exposure arises from the effect of currency fluctuations on the Consolidated Financial Statements, particularly
when it has foreign subsidiaries. This type of exposure is medium-term to long-term.
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5.45 Interest rate sensitivity

The following table demonstrates the impact on net interest income to a reasonably possible change in interest rates based on the
assumption that a rate sensitive asset surplus would be subjected to reinvestment risk whereas a rate sensitive asset deficit would be
subjected to funding risk.

Impact on net interest income due to a parallel rate shock of 100 basis points (bps) on rate sensitive assets and liabilities is shown
below.

Net interest income (NII) sensitivity by interest rate change

As at 31 March 2018 2017
Parallel Parallel Parallel Parallel
increase decrease increase decrease
Impact on NIl (Rs.) 100 bps 100 bps 100 bps 100 bps
Annual impact () 15,113,659  (+) 15,113,659 (-) 8,696,490 (+) 8,696,490

5.4.6 Interest rate risk exposure on financial assets and liabilities

5.4.6 (a) The table below analyses the Company's interest rate risk exposure on financial assets & liabilities. The Company’s assets
and liabilities are included at carrying amount and categorized by the earlier of contractual reprising or maturity dates.

As at 31 March 2018 - Up to 3-12 1-3 35 Over Non-interest Total
Company 3 months Months Years Years b years bearing
Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. ‘000

Financial assets

Cash and bank balances 5,080,579 - - - - 793,796 5,874,375
Financial investments
- held for trading - - - - - 9,682 9,682
Loans and receivables 24,408,615 7,683,892 5,367,931 2,343,782 51,178 - 39,855,398
Lease rentals receivable and
stock out on hire 8,864,049 15,464,800 29,962,900 8,151,043 46,894 - 62,489,686
Financial investments
- available for sale - - - - - 121,624 121,624
Other financial assets 1,144,827 5,267,004 - - - 360,723 6,772,554
39,498,070 28,415,696 35,330,831 10,494,825 98,072 1,285,825 115,123,319

Financial liabilities

Due to banks 10,331,073 3,687,074 6,566,270 2,253,621 - - 22,838,038
Due to customers 27,529,747 30,167,015 10,939,297 4,307,774 - - 72,943,833

Debt instruments issued and
other borrowed funds 144,922 2,018,807 (5,877) 2,994,980 - 5,152,832
Other financial liabilities - - - - - 1,761,418 1,761,418
38,005,742 35,872,896 17,499,690 9,556,375 - 1,761,418 102,696,121

Interest sensitivity gap 1,492,328 (7,457,200) 17,831,141 938,450 98,072 (475,693) 12,427,198
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5.4.6 (b) The table below analyses the Company's interest rate risk exposure on financial assets and liabilities. The Company’s assets
and liabilities are included at carrying amount and categorised by the earlier of contractual reprising or maturity dates.

As at 31 March 2017 - Up to 3-12 1-3 35 Over Non-interest Total
Company 3 months Months Years Years 5 years bearing
Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. ‘000
Financial assets
Cash and bank balances 2,154,357 740,728 2,895,085
Financial investments - held
for trading 10,068 10,068
Loans and receivables 19,394,409 7,849,872 4,449,085 1,754,476 40,937 - 33,488,779
Lease rentals receivable and
stock out on hire 7,454,751 13,327,015 26,974,534 7,889,024 15,639 - 55,660,963
Financial investments -
available for sale 118,021 118,021
Other financial assets 1,253,721 5,214,117 253,688 6,721,526
30,257,238 26,391,004 31,423,619 9,643,500 56,576 1,122,505 98,894,442
Financial liabilities
Due to banks 8,912,848 4,113,681 9,081,695 1,669,923 23,778,147
Due to customers 21,912,580 23,153,979 12,630,928 2,704,468 - 60,401,955
Debt instruments issued and
other borrowed funds 26,294 19,981 1,997,941 - 2,044,216
Other financial liabilities - 2,007,402 2,007,402
30,851,722 27,287,641 23,710,564 4,374,391 2,007,402 88,231,720
Interest sensitivity gap (594,484) (896,637) 7,713,055 5,269,109 56,576 (884,897) 10,662,722
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5.4.6 (c) The table below analyses the Group's interest rate risk exposure on financial assets and liabilities. The Group's assets and

liabilities are included at carrying amount and categorized by the earlier of contractual reprising or maturity dates.

As at 31 March 2018 - Up to 3-12 1-3 35 Over Non-interest Total
Group 3 months Months Years Years 5 years bearing
Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. ‘000
Financial assets
Cash and bank balances 5,080,579 909,716 5,990,295
Financial investments - held
for trading 9,682 9,682
Loans and receivables 24,415,595 7,706,258 5,377,463 2,343,782 51,178 - 39,894,276
Lease rentals receivable and
stock out on hire 8,864,049 15,464,800 29,962,900 8,151,043 46,894 - 62,489,686
Financial investments
available for sale 121,624 121,624
Other financial assets 1,138,983 5,267,004 360,723 6,766,710
39,499,206 28,438,062 35,340,363 10,494,825 98,072 1,401,745 115,272,273
Financial liabilities
Due to banks 10,331,073 3,687,074 6,566,270 2,253,621 22,838,038
Due to customers 27,529,747 30,167,513 10,940,977 4,307,774 - 72,946,011
Debt instruments issued and
other borrowed funds 144,922 2,018,807 (5,877) 2,994,980 - 5,152,832
Other financial liabilities - 1,761,418 1,761,418
38,005,742 35,873,394 17,501,370 9,556,375 1,761,418 102,698,299
Interest sensitivity gap 1,493,464 (7,435,332) 17,838,993 938,450 98,072 (359,673) 12,573,974

55 CAPITAL ADEQUACY

For a financial institution, capital is a buffer against insolvency. It is available to absorb unforeseen losses which will assure the
sustainability of the Group's operations so the Group can remain in business. The more capital the Group has relative to the risks it takes,
the more confidence the stakeholders are that it will meet its obligations to them. Group's capital management process is steered with
the aim of holding sufficient capital to support the Group's risk appetite whilst maintaining adequate capital to meet minimum regulatory

capital requirements.

Regulatory capital - Company

The Company manages its capital considering regulatory capital requirements. The Central Bank of Sri Lanka (CBSL) sets and monitors
capital requirements for licensed finance companies in Sri Lanka. Thus the Company’s operations are directly supervised by the CBSL
and the Company is required to comply with Directions on Risk Weighted Capital Adequacy Ratio issued by the CBSL. Licensed Finance
Companies in Sri Lanka need to maintain a minimum Capital Adequacy Ratio (CAR) of 10% and a Core Capital Ratio (Tier 1) of at least 5%.

As of 31 March 2018, the Company has maintained Risk Weighted Capital Adequacy Ratio above the CBSL's capital requirements.

| FINANCIAL REPORTS
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SECTION 06
Other Disclosures

6.1 RELATED PARTY DISCLOSURES

The Group carried out transactions with key management and their related concerns and other related entities in the ordinary course of
its business on an arms length basis at commercial rates except that the key management have availed facilities under the loan schemes
uniformly applicable to all the staff.

Details of related party transactions during the year are as follows;

6.1.1 Transactions with Key Management Personnel (KMPs)

Related party includes KMPs defined as those persons having authority and responsibility for planning, directing and controlling the
activities of the entity directly or indirectly. Such KMPs include the Board of Directors of the Company (inclusive of Executive and Non-
Executive Directors), KMPs of the Subsidiary and KMPs of the Parent Company.

Company Group

2018 2017 2018

Rs. ‘000 Rs. ‘000 Rs. ‘000

Short-term employment benefits 322,391 305,271 322,391
Directors' fees and expenses 16,399 17,738 16,399
Post employment benefits - - -
338,790 323,009 338,790

In addition to the above, the Company has also paid non-cash benefits such as vehicles and fuel to Key Management Personnel inline
with the approved employment benefits of the Company.

6.1.2 Transactions, arrangements and agreements involving KIMPs and their close members of the family (CMFs)

CMFs of KMPs are those family members who may be expected to influence, or be influenced by, those KMPs in their dealing with the
entity.

Company Group
2018 2017 2018
Reported under Rs. ‘000 Rs. ‘000 Rs. ‘000
Statement of financial position
Liabilities
Fixed deposits Due to customers 732,312 637,021 732,312
Savings deposits Due to customers 5,097 8,046 5,097
737,409 645,067 737,409
Income statement
Interest expense on customer deposits Interest expenses 53,643 46,475 53,643
53,643 46,475 53,643
Other transactions
Deposits accepted during the year 221,261 518,401 221,261
Dividend paid on shareholdings 4,232 4,024 4,232

225,493 522,425 225,493
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6.1.3 Transaction, arrangements and agreements involving entities which are controlled, and/or jointly controlled by the

KMPs and their CMFs
Company Group
2018 2017 2018
Reported under Rs. ‘000 Rs. ‘000 Rs. ‘000
Statement of financial position
Assets
Investment in equity securities Financial investments
- held for trading 245 324 245
Lease rentals receivable Lease rentals receivable and
stock out on hire 8,150 393 8,150
Leasehold improvements Property, plant and equipment 19,936 - 19,936
28,331 717 28,331
Liabilities
Fixed deposits Due to customers 9,361 1,814 9,361
Income statement
Interest income on lease and vehicle loans Interest income 113 - 113
Income on operating lease Other operating income 19,866 4,212 19,866
Interest expense on customer deposits Interest expenses 622 23,911 622
Dividend income Other operating income - - -
20,601 28,123 20,601
Other transactions
Deposits accepted during the year 900 800 900
900 800 900
6.1.4 Transactions with group entities
The Group entities include the Parent, Fellow Subsidiaries and Associate Companies of the Parent.
Transactions with Parent Company
Company Group
2018 2017 2018
Reported under Rs. ‘000 Rs. ‘000 Rs. ‘000
Income statement
Interest expense on customer deposits Interest expense - 13,317 -
Other transactions
Dividend paid on shareholdings 716,824 967,712 716,824
716,824 967,712 716,824
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Transactions with Subsidiary

Company Group
2018 2017 2018
Reported under Rs. ‘000 Rs. ‘000 Rs. ‘000
Statement of financial position
Assets
Investment in equity securities Investment in Subsidiary 152,915 - -
Due from Subsidiary Other financial assets 5,844 - -
158,759 - -
Transactions with Fellow Subsidiaries and Associate Companies of the Parent
Company Group
2018 2017 2018
Reported under Rs. ‘000 Rs. ‘000 Rs. ‘000
Statement of financial position
Assets
Leasehold improvements Property, plant and equipment 8,972 3,456 8,972
Investment in equity securities Financial investments
- held for trading 1,942 1,836 1,942
Investment in equity securities Financial investments
- available for sale 45,838 50,720 45,838
56,752 56,012 56,752
Liabilities
Fixed deposits Due to customers 67,473 87,709 67,473
67,473 87,709 67,473
Company Group
2018 2017 2018
Reported Under Rs. ‘000 Rs. ‘000 Rs. ‘000
Statement of Comprehensive Income
Interest income on lease and saving deposits Interest income - 888 -
Dividend income Other operating income - 356 -
Real estate income (net of cost) Other operating income - 184,629 -
Interest expense on customer deposits Interest expenses 7,540 5,455 7,540
Bank charges Other operating expenses - 228 -
7,540 191,556 7,540
Other transactions
Deposits accepted during the year - 65,000 -
Dividend paid on shareholdings 314,272 424,268 314,272
Sale of real estate land - 345,800 -
314,272 835,068 314,272
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6.2 CAPITAL

The Company maintains capital in order to cover risks inherent in the business and meet the capital adequacy requirements of the
Central Bank of Sri Lanka. The adequacy of the Company's capital is monitored based on the measures, rules and ratios adopted by the
Central Bank of Sri Lanka.

Details of the regulatory capital requirements and compliance level are disclosed in Note 5.5 to the Financial Statements.

6.2.1 Capital management

Objective

The primary objective of the Company’s capital management policy is to ensure that the Company complies with externally imposed
capital requirements and maintains healthy capital ratios in order to support its business and to maximize shareholders’ value.

6.3 CURRENT AND NON CURRENT ANALYSIS OF ASSETS AND LIABILITIES
The table below shows an analysis of assets and liabilities analysed according to when they are expected to be recovered or settled.

Company Group
As at 31 March 2018 2017 2018
Within 12 After 12 Total  Within 12 After 12 Total Within 12 After 12 Total
months months months months months months

Rs. '000 Rs. '000 Rs. '000 Rs. '000 Rs. '000 Rs. '000 Rs. '000 Rs. '000 Rs. '000

Assets
Cash and bank balances 5,874,375 - 5874375 2,895,085 - 2,895,085 5,990,295 - 5,990,295
Financial investments

- held for trading 9,682 - 9,682 10,068 - 10,068 9,682 - 9,682
Loans and receivables 29,573,637 10,281,861 39,855,398 24,673,547 8815232 33488779 29,602,883 10,291,393 39,894,276
Lease rentals receivable and

stock out on hire 24,328,849 38,160,837 62,489,686 20,781,767 34,879,196 55,660,963 24,328,849 38,160,837 62,489,686
Financial investments

- available for sale 121,624 - 121,624 118,021 - 118,021 121,624 - 121,624
QOther financial assets 6,772,554 - 6,772,554 6,721,526 - 6,721,526 6,766,710 - 6,766,710
QOther non-financial assets 706,126 109,682 815,808 262,973 42,075 305,048 706,781 109,682 816,463
Investment in Subsidiary - 152,915 152,915 - - - - - -
Property, plant and equipment - 4,680,619 4,680,619 - 3514356 3,514,356 - 4,681,849 4,681,849
Intangible assets - 48,119 48,119 - 49,189 49,189 - 52,861 52,861
Total assets 67,386,747 53,434,033 120,820,780 55,462,987 47,300,048 102,763,035 67,526,824 53,296,622 120,823,446
Liabilities
Due to banks 10,014,113 12,823,925 22,838,038 8,107,315 15,670,832 23,778,147 10,014,113 12,823,925 22,838,038
Due to customers 57,696,763 15,247,070 72,943,833 45,066,559 15,335,396 60,401,955 57,697,261 15,248,750 72,946,011
Debt instruments issued and

other borrowed funds 2,163,729 2,989,103 5,152,832 46,275 1,997,941 2,044,216 2,163,729 2,989,103 5,152,832
Other financial liabilities 1,761,418 - 1,761,418 2,007,402 - 2,007,402 1,761,418 - 1,761,418
Other non-financial liabilities 852,715 - 852,715 673,436 - 673,436 853,165 - 853,165
Current tax liabilities 633,058 - 633,058 691,091 - 691,091 633,058 - 633,068
Deferred tax liabilities - 1,058,750 1,058,750 - 503,488 503,488 - 1,058,750 1,058,750
Retirement benefit liability - 231,240 231,240 - 153,621 153,621 - 231,240 231,240
Total liabilities 73,121,796 32,350,088 105,471,884 56,592,078 33,661,278 90,253,356 73,122,744 32,351,768 105,474,512
Maturity gap (5,735,049) 21,083,945 15,348,896  (1,129,091) 13,638,770 12,509,679 (5,595,920) 20,944,854 15,348,934

Cumulative gap (5,735,049 15,348,896 - (1,129,091) 12,509,679 - (6,595,920) 15,348,934
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6.4  SEGMENTAL INFORMATION

Accounting policy

An operating segment is a component of the Group 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 Group's other components, whose operating
results are reviewed regularly by the chief operating decision maker to make decisions about resources allocated to each segment and
assess its performance and for which discrete financial information is available.

For management purposes the Company has identified operating segments based on products and services. Management monitors
the operating results of its business units separately for the purpose of making decisions about resource allocation and performance
assessment. Segment performance is evaluated based on operating profits or losses. Income taxes are managed on a Group basis and
are not allocated to operating segments.

No revenue from transactions with a single external customer or counterparty amounted to 10% or more of the Company’s total revenue
in 2017 or 2018.

There were no transactions between reportable segments in 2017 or 2018.

Leasing and Loans and receivables Others Total
stock out on hire
2018 2017 2018 2017 2018 2017 2018 2017
Rs. '000 Rs. '000 Rs. '000 Rs. '000 Rs. '000 Rs. '000 Rs. '000 Rs. '000
Interest income 14,083,194 10,852,921 8,253,343 6,349,685 1,059,350 707,329 23,395,887 17,909,935
Less: interest expenses 6,323,456 4,520,043 3,925,159 2,704,706 1,249,845 887,588 11498460 8,112,337
Net interest income/(expenses) 7,759,738 6,332,878 4,328,184 3,644,979 (190,495) (180,259) 11,897,427 9,797,598
Fee and commission income 372,877 312,817 671,928 529,260 459,794 367,263 1,504,599 1,209,340
Net trading income and
other operating income 36,338 21,955 (534) 632 110,049 221,566 145,853 244 153
Total operating income 8,168,953 6,667,650 4999578 4,174,871 379,348 408,570 13,547,879 11,251,091
Less: impairment (charge)/reversal
on loans and losses 266,087 (32,411) 399,600 (1,009) 2,318 (8,845) 668,005 (42,265)
Less: gold loan auction losses - - 2,995 2,200 - - 2,995 2,200
Net operating income 7,902,866 6,700,061 4,596,983 4,173,680 377,030 417,415 12,876,879 11,291,156
Less: other costs 2,658,552 2,285,180 1,942,640 1,687,008 82,236 73,806 4,683,428 4,045,994
Less: depreciation 203,041 179,733 174,413 156,265 7,283 7,220 384,737 343,218
Operating profits before taxes 5,041,273 4,235,148 2479930 2,330,407 287,511 336,389 7,808,714 6,901,944
Less: taxes 3,563,662 2,983,740
Profits for the year 4,245,052 3,918,204
Less: non controlling interest (17)
Profit attributable to equity
holders of the company 4,245,069 3,918,204
Segmental assets 65,499,301 57,838,331 41,930,487 34,798,806 13,393,658 10,125,898 120,823,446 102,763,035
Segmental liabilities 57,250,824 50,797,482 36,669,639 30,562,635 11,554,049 8,893,239 105474512 90,253,356
Cash flows from operating activities 1,674,240 (4,890,120 1,071,793 (2,942,172) 342,358 (856,125) 3,088,391 (8,688,417
Cash flows from investing activities 5,316 14,160 3,403 8,520 775,669 575,690 784,388 598,370
Cash flows from financing activities 289,342 3,623,461 185,227 2,180,079 59,166 634,368 533,735 6,437,908
Capital expenditure
Property, plant and equipment (834,115)  (1,018,252) (533,973) (612,638) (170,565) (178,268)  (1,538,653)  (1,809,158)

Intangible assets (12,326) (17,737) (7,892) (10,671) (2,521) (3,105) (22,739) (31,613)
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6.5 COMMITMENTS AND CONTINGENCIES

Accounting policy

All discernible risks are accounted for in determining the amount of all known liabilities.

Contingent liabilities are possible obligations whose existence will be confirmed only by uncertain future events or present obligations
where the transfer of economic benefit is not probable or cannot be reliably measured. Contingent liabilities are not recognised in the

Statement of Financial Position but are disclosed unless they are remote.

6.5.1 Contingent liabilities

Company Group

2018 2017 2018

Rs. ‘000 Rs. ‘000 Rs. ‘000

Guarantees issued to banks and other institutions 6,500 17,460 6,500

Import LC and ordinary guarantees 38,069 58,370 38,069

Total contingent liabilities 44,569 75,830 44,569
6.5.2 Commitments

Company Group

2018 2017 2018

Rs. ‘000 Rs. ‘000 Rs. ‘000

Commitment for unutilised facilities 1,217,412 918,305 1,217,412

Total commitments 1,217,412 918,305 1,217,412

Total commitments and contingencies 1,261,981 994,135 1,261,981

6.5.3 Litigation against the Company

The Company has contingent liabilities in respect of legal claims arising in the ordinary course of business. Based on the information
currently available, the Board of Directors is of the opinion that the ultimate resolution of the litigations would not likely to have a material

impact on the Group.

Company Group

2018 2017 2018

Rs. ‘000 Rs. ‘000 Rs. ‘000

Cases pending against the company (Values claimed) 89,618 139,324 89,518

| FINANCIAL REPORTS
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6.6 NET ASSET VALUE PER SHARE

Company Group
2018 2017 2018
Rs. ‘000 Rs. ‘000 Rs. ‘000
Amounts used as the numerators:
Total equity attributable to equity holders 15,348,896 12,509,679 15,348,475
Number of ordinary shares used as denominators:
Total number of ordinary shares in issue 138,514,284 138,514,284 138,514,284
Net asset value per share (Rs.) 110.81 90.31 110.81
6.7 ASSETS PLEDGED
The following assets have been pledged as security for liabilities.
Nature of assets Nature of liability Carrying amount pledged Included under
Company Group
2018 2017 2018
Rs. ‘000 Rs. ‘000 Rs. ‘000
Lease rentals receivable Bank loans, overdrafts 26,511,882 28,007,463 26,511,882  Lease rentals receivable
and stock out on hire* and syndicated loans and stock out on hire
Property, plant and
Freehold land and building Syndicated loans 130,199 201,312 130,199 equipment
26,642,081 28,208,775 26,642,081

*The receivables and cash flows that have been included in bank loans, overdrafts and syndicated loans are only available for payment
of the debt and other obligations issued or arising in such transactions. However, the Group hold the right to the excess cash flows not
needed to pay the debt and other obligations issued or arising in each of such transactions. Gross amount of Lease Rentals Receivable
and Stock out on Hire which have been pledged as at reporting date is Rs. 34,938,094,911/- ( 2017 - Rs. 36,631,5651,282/- ).

6.8 COMPARATIVE INFORMATION

Comparative information is reclassified wherever necessary to conform with the current year's classification in order to provide better
presentation.

6.8.1 Income Statement

There were no reclassifications during the financial year.

6.8.2 Statement of Financial Position

There were no reclassifications during the financial year.
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6.9 EVENTS OCCURRING AFTER THE REPORTING DATE
6.9.1 Final dividend - 2017/18

Subsequent to the reporting date, the Board of Directors of the Company recommended the payment of a final dividend of Rs. 4/- per
share for the year ended 31 March 2018. This final dividend is yet to be approved at the Annual General Meeting to be held on 28 June
2018. In accordance with the Sri Lanka Accounting Standard LKAS 10 - (Events After the Reporting Period), this proposed final dividend
has not been recognised as a liability as at 31 March 2018. Under the Inland Revenue Act No 24 of 2017, a withholding tax of 14% has
been imposed on dividends declared.

No other circumstances have arisen subsequent to the reporting date which would require adjustment to or disclosure in the Financial
Statements.

6.10 CHANGES IN LIABILITIES ARISING FROM FINANCING ACTIVITIES

Accounting policy

Sri Lanka Accounting Standard LKAS 7 - (Statement of Cash Flows), requires an entity to disclose information that enables users of
Financial Statements to evaluate changes in liabilities arising from financing activities, including both changes arising from cash flows
and non-cash changes. Accordingly, changes in liabilities arising from financing activities for the year ended 31 March 2018 are disclosed
below together with the comparative figures for the year ended 31 March 2017.

The funds borrowed by the Company and the Group are given in Note 4.25 and Note 4.27.

Company & Group

Syndicated Debt instruments

loans and other
bank facilities

issued and other
borrowed funds

Rs. ‘000 Rs. ‘000

Balance as at 1 April 2017 22,742,879 2,044,216

Net cash flows from financing activities (1,283,559) 3,000,000
Non cash changes

Foreign exchange movements -

Net accrual for interest expense 93,362 108,616

Balance as at 31 March 2018 21,552,682 5,152,832

Company
Syndicated Debt instruments

loans and other
bank facilities

issued and other
borrowed funds

Rs. 000 Rs. ‘000
Balance as at 1 April 2016 13,877,962 2,601,282
Net cash flows from financing activities 8,811,722 -
Non cash changes
Foreign exchange movements -
Net accrual for interest expense 53,195 (557,066)
Balance as at 31 March 2017 22,742,879 2,044,216
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Income Statement in USS

Company Group

Year ended 31 March 2018 2017 2018

USS$. '000 USS$. '000 USS$. '000
Income 160,553 127,643 160,553
Interest income 149,962 118,062 149,974
Less: Interest expenses 73,708 53,476 73,708
Net interest income 76,254 64,586 76,265
Fee and commission income 9,642 7,972 9,645
Net trading income (2) (1) (2)
Other operating income 950 1,610 937
Total operating income 86,844 74,167 86,844
Less: impairment charge/(reversal) for loans and other losses 4,280 (279) 4,282
Less: gold loan auction losses 19 15 19
Net operating income 82,545 74,431 82,543
Less: operating expenses
Personnel expenses 15,371 13,912 15,389
Depreciation of property, plant and equipment 2,344 2,150 2,344
Amortisation of intangible assets 119 113 122
Other operating expenses 14,619 12,759 14,633
Total operating expenses 32,453 28,934 32,488
Operating profit before tax on financial services 50,092 45,497 50,055
Less: Tax on financial services 8,569 6,771 8,569
Profit before taxation 41,523 38,726 41,486
Less: Income tax expense 14,275 12,898 14,275
Profit for the year 27,248 25,828 27,211
Profit attributable to:
Equity holders of the company 27,248 25,828 27,211
Non-controlling interest - - (0)
Profit for the year 27,248 25,828 27,211
Earnings per share: basic/diluted (US$) 0.20 0.19 0.20
Dividend per share
Dividend per share: Gross (US$) 0.07* 0.06
Dividend per share: Net (US$) 0.06* 0.05

Exchange rate of US$ was Rs. 156.00 as at 31 March 2018 (Rs. 151.70 as at 31 March 2017)

* Calculated based on interim dividend paid and proposed final dividend, which is to be approved at the Annual General Meeting.
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Statement of Comprehensiwe Income in USS

Company Group

Year ended 31 March 2018 2017 2018

USS$. '000 USS$. '000 USS$. '000
Profit for the year 27,248 25,828 27,211
Other Comprehensive Income that will be reclassified to Income Statement
Net gains/(losses) from translating the Financial Statements of the foreign operations - - 34
Fair value gains and losses arising on re-measuring available for sale financial assets
Equity securities
Fair value gains/(losses) on re-measuring equity securities 23 (134) 23
Reclassification adjustment for impairment on equity securities 29 37 29
Net fair value gains/(losses) on re-measuring equity securities 52 (97) 52
Other Comprehensive Income that will be reclassified to Income Statement 52 (97) 86
Less: Deferred tax charge/(reversal) on above items - - -
Net Other Comprehensive Income that will be reclassified to Income Statement 52 (97) 86
Other Comprehensive Income that will never be reclassified to Income Statement
Actuarial gains and losses on defined benefit plans (306) (29) (306)
Less: Deferred tax charge/(reversal) on actuarial gains and losses (86) (8) (86)
Net Other Comprehensive Income that will never be reclassified to Income Statement (220) (21) (220)
Other Comprehensive Income for the year, net of tax (168) (118) (134)
Total Comprehensive Income for the year, net of tax 27,080 25,710 27,077
Attributable to:
Equity holders of the company 27,080 25,710 27,077
Non-controlling interest - - (0)
Total Comprehensive Income for the year, net of tax 27,080 25,710 27,077

Exchange rate of US$ was Rs. 156.00 as at 31 March 2018 (Rs. 151.70 as at 31 March 2017)
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Statement of Financial Position in USS$

Company Group

Year ended 31 March 2018 2017 2018

USS$. '000 USS$. '000 USS$. '000
Assets
Cash and cash equivalents 37,656 19,084 38,399
Financial investments - held for trading 62 66 62
Loans and receivables 255,483 220,757 255,733
Lease rentals receivable and stock out on hire 400,575 366,915 400,575
Financial investments - available for sale 780 778 780
Other financial assets 43,414 44,308 43,376
Other non-financial assets 5,230 2,011 5,234
Investment in Subsidiary 980 -
Property, plant and equipment 30,004 23,166 30,012
Intangible assets 308 324 339
Total assets 774,492 677,410 774,510
Liabilities
Due to banks 146,398 156,745 146,398
Due to customers 467,589 398,167 467,603
Debt instruments issued and other borrowed funds 33,031 13,475 33,031
Other financial liabilities 11,291 13,233 11,291
Other non-financial liabilities 5,466 4,439 5,469
Current tax liabilities 4,058 4,556 4,058
Deferred tax liabilities 6,787 3,319 6,787
Post employment benefit liability 1,482 1,013 1,482
Total liabilities 676,102 594,947 676,119
Equity
Stated capital 5,374 5,526 5,374
Reserves 27,375 22,494 27,409
Retained earnings 65,641 54,443 65,605
Total equity attributable to equity holders of the Company 98,390 82,463 98,388
Non controlling interest - - 3
Total equity 98,390 82,463 98,391
Total liabilities and equity 774,492 677,410 774,510
Commitments and contingencies 8,090 6,553 8,090
Net asset value per share (US$) 0.71 0.60 0.71

Exchange rate of US$ was Rs. 156.00 as at 31 March 2018 (Rs. 151.70 as at 31 March 2017)
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Decade at a Glance

Key Indicators 2008/09 2009/10 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/ 17 2017/ 18
Operating results

Net interest margin % 10.31 11.60 12.87 11.43 10.22 10.38 12.67 12.17 10.91 11.15
Cost to income % 51.72 42.87 41.27 41.75 42.30 41.29 35.88 35.89 39.01 37.37
Interest spread % 7.92 9.32 11.77 10.84 9.49 9.45 11.55 11.09 9.59 9.65
Financial position

Total assets to equity No.of times 10.38 9.79 10.81 10.75 10.18 9.80 8.52 8.07 8.21 7.87
Debt to equity No.of times 8.54 7.97 9.64 9.48 8.89 8.54 7.15 6.73 6.89 6.58
Equity to deposits % 14.12 14.06 13.32 14.60 13.75 13.46 17.45 19.63 20.71 21.04
Investor information

Return on equity (ROE) % 30.93 32.20 47.45 52.64 36.62 23.23 30.88 40.40 34.09 30.52
Return on average assets (ROA) % 291 3.21 4.51 4.85 3.51 2.33 3.40 4.89 4.18 3.80
Equity to assets % 9.64 10.21 9.08 9.31 9.83 10.21 11.74 12.40 1217 12.70
Net assets value per share Rs. 10.28 12.68 18.37 28.65 38.47 44.81 57.23 75.66 90.31 110.81
Earnings per share (EPS) Rs. 2.74 3.61 7.37 12.37 12.29 9.67 15.75 26.84 28.29 30.69
Dividend per share (DPS) Rs. 3.00 5.00 3.50 5.00 6.50 6.50 10.00 7.50 9.00 11.00*
Dividend cover No.of times 3.46 2.89 4.21 4.95 3.78 2.98 3.1 3.58 3.14 2.79
Dividend yield % 13.33 26.32 11.29 2.86 4.82 4.90 9.99 9.99 8.48 9.25
Dividend payout % 28.89 34.62 23.76 20.20 26.45 33.59 31.74 27.94 31.82 35.84
Price earning ratio (PE) No.of times 1.73 4.29 5.94 5.45 5.40 517 4.77 3.95 4.19 3.87
Price to book value (PBV) No.of times 0.46 1.22 4.77 2.35 1.72 1.12 1.31 1.40 1.31 1.07
Market price per share Rs. 19.00 62.00 175.10 134.90 132.70 100.10 150.20 106.10 118.40 118.90
Market capitalisation Rs. million 624 2,147 12,127 9,343 9,190 6,933 10,402 14,696 16,400 16,469
Interest cover No.of times 1.25 1.39 1.69 1.66 1.42 1.26 1.56 1.92 1.72 1.56
Growth

Income % 28.84 15.39 33.19 44.26 43.23 19.88 8.51 5.81 23.76 29.35
Interest income % 64.81 15.18 29.99 42.01 44.25 20.78 7.65 5.42 2413 30.62
Interest expense % 69.86 0.49 75 46.87 67.39 20.05 (16.65) (2.96) 40.52 41.74
Net interest income % 56.09 42.76 59.71 37.69 22.31 21.72 38.76 11.86 13.20 21.41
Profit before tax % 56.33 58.16 89.89 46.19 3.63 (26.05) 78.33 59.81 10.33 10.26
Profit after tax % 74.71 39.09 104.01 67.98 (0.69) (21.27) 62.84 70.37 5.39 8.49
Total assets % 30.39 22.77 62.93 52.15 27.17 12.16 11.06 25.13 21.59 17.57
Lending portfolio % 30.67 23.58 61.46 55.03 22.09 9.99 13.75 27.87 24.59 14.80
Deposit base % 30.77 30.67 62.23 34.10 42.58 18.98 (1.44) 17.50 13.16 20.76
Equity % 38.47 30.1 44.85 55.97 34.29 16.48 27.72 32.20 19.37 22.70
Employee

Profit before tax per employee Rs.'000 802 986 1319 1541 1229 875 1,387 1,940 1,823 1,883
Profit after tax per employee Rs.'000 519 561 807 1020 828 627 908 1,354 1,216 1,235
Total assets per employee Rs.'000 20,244 19,325 22,359 25,395 26,385 28,497 28,131 30,800 31,904 35,112
No. of branches 21 27 34 65 89 97 100 110 118 123
No. of gold loan centres 36 48 58 47 37 37 35 36 36 36
Total no. of outlets 57 75 92 112 126 134 135 146 154 159
No. of employees 692 890 1,264 1,679 2,055 2,134 2,401 2,744 3,221 3,441
Employees per outlet 12 12 14 15 16 16 18 19 21 22

* Includes proposed final dividend of Rs. 4.00 per share.
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Financial statements prepared under SLASs - Company

2008/09 2009/10 2010/11

Rs. ‘000 Rs. ‘000 Rs. ‘000
Income statement
Gross income 3,580,173 4,130,993 5,501,885
Interest income 3,431,950 3,953,032 5,138,718
Interest expenditure 2,238,847 2,249,805 2,418,480
Net interest income 1,193,103 1,703,227 2,720,239
Other operating income 122,326 174,285 353,647
Operating expenditure 647,561 839,479 1,171,025
Profits before taxation 555,315 878,290 1,667,820
Tax on financial services 112,552 159,744 235,040
Provision for taxation 195,707 378,129 647,452
Net profits 359,608 500,161 1,020,368
Balance sheet
Assets
Cash and amounts due from banks 217,642 277,083 347,446
Placements with other banks 550,496 364,918 302,584
Treasury bills and other bills eligible for re-discounting with Central Bank 799,698 1,165,157 1,622,158
Real estate stock 211,241 246,928 237,520
Loans and advances 2,834,414 4,193,815 7,543,231
Lease rentals receivable and stock out on hire 9,006,955 10,440,329 16,332,007
Investment securities 6,226 5,994 28,594
Trading portfolio - - 211,818
Other debtors, deposits and prepayments 141,619 104,271 675,235
Vehicle stock 41,939 156,502 519,706
Intangible assets 9,311 7,333 9,682
Property, plant and equipment 189,920 237,613 432,359
Total assets 14,009,461 17,199,943 28,262,340
Liabilities
Deposits from customers 9,658,370 12,489,789 19,619,681
Borrowings 1,527,997 1,065,377 3,526,374
Debentures 450,000 450,000 450,000
Trade payables and accrued charges 846,978 916,729 1,529,035
Tax payable 67,751 352,626 396,413
Deferred taxation 186,703 141,728 93,249
Provision and other liabilities 21,565 27,262 33,870
Total liabilities 12,659,364 15,443,511 25,648,622
Shareholders' funds
Share capital 491,996 491,996 838,282
Reserves 858,101 1,264,436 1,775,436
Total shareholders’ funds 1,350,097 1,756,433 2,613,718
Total liabilities and shareholders’ funds 14,009,461 17,199,944 28,262,340
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Financial statements prepared under LKASs and SLFRSs - Company

2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18
Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. ‘000 Rs. ‘000

Income statement
Income 7,937,072 11,368,252 13,628,497 14,787,757 15,646,467 19,363,428 25,046,202
Interest income 7,297,591 10,526,829 12,714,089 13,687,070 14,428,729 17,909,935 23,394,115
Interest expenses 3,651,986 5,945,707 7,137,897 5,949,496 5,773,255 8,112,337 11,498,408
Net interest income 3,745,605 4,581,122 5,576,191 7,737,574 8,655,474 9,797,598 11,895,707
Other operating income 639,481 841,422 914,408 1,100,686 1,217,737 1,453,493 1,652,087
Total operating income 4,385,086 5,422,544 6,490,600 8,838,260 9,873,212 11,251,091 13,547,794
Impairment charges / (reversal) for loans

and other losses 116,023 400,307 570,332 1,804,838 382,435 (42,265) 667,628
Gold loan auction losses - 201,802 1,371,959 214,928 29,358 2,200 2,995
Operating expenses 1,680,998 2,117,628 2,559,981 3,171,408 3,643,352 4,389,212 5,062,788
Profit before tax 2,588,065 2,526,559 1,868,390 3,331,853 5,324,615 5,874,843 6,477,690
Tax on financial services 149,952 176,249 119,936 315,232 593,452 1,027,101 1,336,693
Income tax 874,071 824,443 528,361 1,149,727 1,606,822 1,956,639 2,226,969
Profit for the year 1,713,994 1,702,116 1,340,029 2,182,126 3,717,792 3,918,204 4,250,721
Statement of financial position
Assets
Cash and cash equivalents 1,954,237 4,019,673 1,865,100 6,067,670 6,051,899 2,895,085 5,874,375
Financial investments - held for trading 6,740 7,323 7,595 10,063 10,646 10,068 9,682
Loans and receivables 12,771,108 16,452,987 18,893,238 22,262,761 26,449,169 33,488,779 39,855,398
Lease rentals receivable and stock out on

hire 23,686,392 28,271,347 30,299,455 33,695,516 45,104,836 55,660,963 62,489,686
Financial investments - available for sale 128,068 473,739 1,468,602 140,587 138,411 118,021 121,624
Other financial assets 1,019,834 1,487,399 5,186,548 2,140,178 4,142,716 6,721,526 6,772,554
Other non-financial assets 1,066,622 1,205,230 817,629 1,206,275 538,899 305,048 815,808
Investment in subsidiary - - - - - - 152,915
Property, plant and equipment 1,868,286 2,100,939 2,067,928 1,984,160 2,045,295 3,614,356 4,680,619
Intangible assets 19,340 23,669 36,425 35,305 34,766 49,189 48,119
Deferred tax assets 117,779 180,551 171,857 - - - -
Total assets 42,638,405 54,222,859 60,814,380 67,542,519 84,516,637 102,763,035 120,820,780
Liabilities
Due to banks 8,910,255 6,366,217 1,423,642 7,703,265 14,677,234 23,778,147 22,838,038
Due to customers 27,172,161 38,742,700 46,095,205 45,430,551 53,379,801 60,401,955 72,943,833
Debt instruments issued and other

borrowed funds 1,541,555 2,244,210 5,475,903 3,629,575 2,601,283 2,044,216 5,152,832
Other financial liabilities - 638,011 1,165,526 1,776,066 1,869,941 2,007,402 1,761,418
Other non-financial liabilities 757,275 694,933 250,496 516,719 597,807 673,436 852,715
Current tax liabilities 244,831 147,956 103,717 534,744 741,251 691,091 633,058
Deferred tax liabilities - - - 11,930 143,142 503,488 1,058,750
Post employment benefit liability 44,231 60,230 93,198 112,574 126,859 153,621 231,240
Total liabilities 38,670,307 48,894,257 54,607,691 59,615,427 74,037,318 90,253,356 105,471,884
Equity
Stated capital 838,282 838,282 838,282 838,282 838,282 838,282 838,282
Reserves 1,054,254 1,637,917 2,103,132 1,908,324 2,670,538 3,412,318 4,270,522
Retained earnings 2,075,561 2,852,402 3,265,273 5,180,485 6,970,499 8,259,079 10,240,092
Total equity 3,968,097 5,328,601 6,206,688 7,927,091 10,479,319 12,509,679 15,348,896
Total liabilities and equity 42,638,405 54,222,859 60,814,380 67,542,519 84,516,637 102,763,035 120,820,780
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Income statement - Company

1st Quarter 2nd Quarter 3rd Quarter 4th Quarter
For the 3 months ended 30.06.2017 30.06.2016 30.09.2017 30.09.2016 31.12.2017 31.12.2016 31.03.2018 31.03.2017
Rs.'000 Rs.000" Rs.'000 Rs.000' Rs.'000 Rs.000" Rs.'000 Rs.000"

Income 5,634,727 4,315,838 6,021,459 4,628,282 6,586,588 5,051,635 6,903,428 5,367,674
Interest income 5,213,003 4,040,714 5,628,373 4,312,261 6,155,619 4,580,983 6,397,120 4,975,977
Less: interest expenses 2,639,958 1,709,411 2,863,516 1,894,195 2,984,383 2,102,448 3,010,651 2,406,282
Net interest income 2,673,045 2,331,303 2,764,857 2,418,066 3,171,236 2,478,534 3,386,569 2,569,695
Fee and commission income 299,759 265,166 347,067 303,387 391,661 291,769 465,701 349,017
Net trading income 920 786 (444) 752 (399) 811) (376) (876)
Other operating income 21,045 9,171 46,463 11,881 39,707 179,694 40,982 43,555
Total operating income 2,894,769 2,606,426 3,157,943 2,734,087 3,602,205 2,949,187 3,892,877 2,961,392

Less: impairment charge/(reversal) for

loans and other losses 68,625 22,462 127,628 (7,453) 184,011 51,309 287,365 (108,583)
Less: gold loan auction losses 470 2,122 (40) (272) (298) 302 2,862 48
Net operating income 2,825,675 2,581,843 3,030,355 2,741,812 3,418,492 2,897,575 3,602,649 3,069,927

Less: operating expenses

Personnel expenses 546,305 517,332 601,436 552,593 625,483 589,205 624,696 673,769
Depreciation of property, plant and

equipment 81,599 81,315 91,625 81,064 94,925 82,243 97,449 81,506
Amortisation of intangible assets 4,373 3,914 4,479 4,166 4,940 4,495 4,844 4,515
Other operating expenses 511,075 371,318 582,344 443,980 610,911 427,024 576,304 470,772

Operating profit before tax on financial

services 1,682,323 1,607,964 1,750,472 1,660,008 2,082,232 1,794,607 2,299,356 1,839,366
Less: tax on financial services 295,579 227,304 311,740 206,408 352,962 244,494 376,412 348,895
Profit before taxation 1,386,744 1,380,660 1,438,731 1,453,600 1,729,271 1,550,113 1,922,944 1,490,470
Less: income tax expense 446,749 468,952 487,741 505,493 600,248 525,664 692,230 456,530
Profit for the year 939,995 911,708 950,990 948,107 1,129,023 1,024,449 1,230,714 1,033,940

INCOME OPERATING INCOME PROFIT AFTER TAX
Rs.Mn Rs.Mn Rs.Mn
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7,000 3,500
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Statement of financial position - Company

1st Quarter 2nd Quarter 3rd Quarter 4th Quarter
As at 30.06.2017 30.06.2016 30.09.2017 30.09.2016 31.12.2017 31.12.2016 31.03.2018 31.03.2017
Rs.'000 Rs.000" Rs.'000 Rs.000" Rs.'000 Rs.000" Rs.'000 Rs.000"
Assets
Cash and cash equivalents 4,016,316 4,444,893 3,627,591 3,948,940 3,873,610 4,146,304 5,874,375 2,895,085
Financial investments - held for trading 10,901 11,039 10,458 11,792 10,059 10,981 9,682 10,068
Loans and receivables 35,036,991 27,250,245 35,688,604 29,231,097 37,768,494 31,738,491 39,855,398 33,488,779
Lease rentals receivable and stock out on hire 57,442,718 47,536,011 59,441,436 49,814,379 60,370,034 53,663,953 62,489,686 55,660,963
Financial investments - available for sale 135,242 145,956 130,521 154,588 120,037 132,354 121,624 118,021
Other financial assets 7,374,184 3,344,681 8,361,245 3,929,722 9,438,190 3,413,322 6,772,554 6,721,526
Other non-financial assets 468,618 703,526 427,203 746,987 887,524 399,535 815,808 305,048
Investment in Subsidiary - - - - - - 152,915 -
Property, plant and equipment 4,096,220 2,056,096 4,297,421 2,071,008 4,292,290 2,126,963 4,680,619 3,514,356
Intangible assets 44,816 49,785 54,333 46,319 51,163 51,298 48,119 49,189
Total assets 108,626,006 85,542,232 111,938,812 89,954,832 116,811,401 95,683,201 120,820,780 102,763,035
Liabilities
Due to banks 23,732,886 15,404,312 22,921,831 19,285,942 21,636,232 21,358,100 22,838,038 23,778,147
Due to customers 65,197,424 52,456,537 68,655,172 53,081,642 70,839,702 55,617,980 72,943,833 60,401,955
Debt instruments issued and other borrowed
funds 2,040,468 2,608,089 2,091,699 2,662,155 5,007,711 2,233,511 5,152,832 2,044,216
Other financial liabilities 1,948,207 1,858,478 2,201,118 2,074,938 1,881,450 2,423,439 1,761,418 2,007,402
Other non-financial liabilities 884,676 713,554 867,118 645,292 731,044 574,915 852,715 673,436
Current tax liabilities 689,539 826,210 631,275 608,068 914,854 867,951 633,058 691,091
Deferred tax liabilities 503,488 143,142 503,488 143,142 503,488 143,142 1,058,750 503,488
Post employment benefit liability 162,424 133,338 169,488 137,300 180,759 145,494 231,240 153,621
Total liabilities 95,159,112 74,143,660 97,941,189 78,638,379 101,695,240 83,364,532 105,471,884 90,253,356
Equity
Stated capital 838,282 838,282 838,282 838,282 838,282 838,282 838,282 838,282
Reserves 3,617,637 2,853,034 3,803,017 3,051,287 4,018,337 3,233,943 4,270,522 3,412,318
Retained earnings 9,011,075 7,707,256 9,356,324 7,426,884 10,259,642 8,246,444 10,240,092 8,259,079
Total equity 13,466,894 11,398,572 13,997,623 11,316,453 15,116,161 12,318,669 15,348,896 12,509,679
Total liabilities and equity 108,626,006 85,542,232 111,938,812 89,954,832 116,811,401 95,683,201 120,820,780 102,763,035
Quarterly NPL information
NPL ratio - gross 2.14% 3.14% 2.14% 2.64% 2.36% 2.43% 2.37% 2.14%
NPL ratio - net -0.14% 0.06% -0.13% -0.06% -0.02% -0.13% -0.06% 0.11%
TOTAL ASSETS TOTAL LIABILITIES TOTAL EQUITY
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Branch Network
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o

Branch Province Address Telephone Fax
Akkaraipattu Eastern 28, Sagama Road, Akkaripattu -08. 067-2279155/067-2057536 067-2279655
Akuressa Southern 83, Deniyaya Road, Akuressa. 041-2283559/041-2283388  041-2283560
Aluthgama Western 185, Galle Road, Aluthgama. 034-2271161/034-2271162 034-2271155
Ambalangoda Southern 96/2, Galle Road, Ambalangoda. 091-2256107/091-2255722 091-2256650
Ampara Eastern 04, Opposite Clock Tower, Ampara. 063-2224254/063-2222882 063-2223504
Anamaduwa North Western 24, Chilaw Road, Anamaduwa. 0322-263090/0322-263091 0322-263092
Anuradhapura North Central 137, Main Street, Anuradhapura. 025-2234885/025-2225526  025-2237155
Anuradhapura 11 North Central 514A New Town, Anuradhapura. 025-2234455/025-2225660  025-2226759
Atchchuvely Northern 69, Main Street, Atchchuvely. 0212-232215/0212-232216 0212-232217
Avissawella Western 25, Yatiyanthota Road, Avissawella. 036-2222155/036-2233833 036-2234222
Badulla Uva 26, Anagarika Dharmapala Mawatha, Badulla.  055-2228055/055-22319656 ~ 055-2231964
Badulla 11 Uva 55, Lower Street, Badulla. 055-2224255/055-2222125
Balangoda Sabaragamuwa 19, Rest House Approach Road, Balangoda. 045-2289255/045-2288374  045-2288216
Bambalapitiya Western 670 & 676, Galle Road, Bambalapitiya 0112-155380/0112-155497 0112-5608658
Bandarawela Uva 167, Main Street, Bandarawela. 057-2231155/057-2221235 057-2225424
Battaramulla Western 755/1 , Pannipitiya Road, Battaramulla. 011-2885331/011-2887565 011-2885332
Batticaloa Eastern 175A, Trinco Road , Batticaloa. 065-2229270/065-2229280  065-2229280
Boralesgamuwa  Western 28, Dehiwala Road, Boralesgamuwa. 011-2509159/011-2545504  011-2518389
Chavakachcheri Northern 136, Kandy Road, Chavakachcheri. 021-2271545/021-2271565 021-2270623
Chenkalady Eastern Opposite Market Complex, Main Road, 065-2054263/065-2054264 065-2054265
Chenkalady.
Chilaw North Western ~ 40/1, Colombo Road, Chilaw. 032-2224229/032-2224235  032-2224725
Chunnakkam Northern 55, K.K.S. Road, Chunnakkam. 021-2242055/021-2241525 021-2241334
Head office Western 275/75, Prof. Stanley Wijesundara Mawatha, ~ 011-2200000/011-2200200 011-2508507
Colombo 07.
Corporate office  Western 20, Dharmapala Mawatha, Colombo 03. 011-2155000 011-2574777
Dam Street Western 371/1, Dam Street, Colombo 12. 011-2335445 011-2435259
Dambulla Central 38, Kurunegala Junction, Dambulla. 066-2283155/066-2283740 066-2284990
Dehiattakandiya Eastern 10/2, Opposite BOC, New Town, 027-2250071/027-2250072  027-2250073
Dehiattakandiya.
Dehiwala Western 84A, Galle Road, Dehiwala. 011-2722446/011-2732802  011-2722446
Delgoda Western 350/16, Colombo Road, Delgoda. 0112-403556/0112-403557  0112-403629
Delkanda Western 595, High Level Road, Gangodawila, 011-2802333/011-2802828 011-2804343

Nugegoda.
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Deniyaya Southern 149, Main Street, Deniyaya. 041-2273196/041-2273197  041-2273195
Dharga Town Western 358/D, Mathugama Road,Dharga Town 0342-293470/0342-293472 0342-293471
Divulapitiya Western 69, Giriulla Road, Divulapitiya. 0312-248083/0312-248073 0312-248043
Eheliyagoda Sabaragamuwa  25A, Main Street, Eheliyagoda. 0362-256142/0362-256143  0362-256141
Elpitiya Southern 14, Main Street, Elpitiya. 091-2291990/091-2291980  091-2291958
Embilipitiya Sabaragamuwa 43, Main Street, Embilipitiya. 047-2262767/047-2262766 047-2261990
Galle Southern 150, Main Street ,(Old Sathosa Building) Galle. 091-2227446/091-2232347 091-2233155
Gampaha Western 01, Bauddhaloka Mawatha, Gampaha. 033-2234810/033-22256380  033-2227955
Gampola Central 22, Nuwara Eliya Road, Gampola. 081-2354855/081-2075655  081-2351455
Gampola City Central 66, Nawalapitiya Road, Gampola. 081-2353609/081-23563610  081-2353611
Gelioya Central 13A, Kandy Road , Gelioya. 081-2067740/081-2067242 081-2067241
Hatton Central 52 A, Dunbar Road, Hatton. 051-2225355/051-2224725  051-2225736
Homagama Western 76, High Level Road, Homagama. 011-2748155/011-2182220 011-2894380
Horana Western 103, Panadura Road, Horana. 034-2265297/034-2265223  034-2265316
Ja Ela Western 6/1/1, Old Negombo Road , Ja Ela. 011-2229820/011-2229613  011-2244155
Jaffna Northern 442-440, Hospital Road, Jaffna. 021-2215949/021-2215959  021-2220249
Jaffna -City Northern 111, 113, Stanley Road , Jaffna. 021-2217912/021-2217911 021-2217910
Jaffna -Premier Northern 406, Hospital Road , Jaffna. 021-2217810/021-2217812 021-2217811
Kadawatha Western 139/6, Kandy Road, Kadawatha. 011-2926713/011-2926714  011-2926917
Kaduwela Western 484, Avissawella Road, Kaduwela. 011-2548955/011-2538110  011-2538222
Kalawanchikudy Eastern Opposite Hospital, Hospital Road, 065-2251626/065-2251636 065-2251646

Kalawanchikudy

Kalmunei Eastern Main Street, Batticaloa Road, Kalmunai. 067-2225355/067-2056436  067-2220418
Kalutara Western 334, Main Street, Kalutara. 034-2222217/034-2222290  034-2223343
Kandana Western 06, Station Road, Kandana. 011-2231925/011-2240171 011-2239155
Kandy Central Milton House, Kotugodalla Veediya, Kandy. 081-2238932/081-2225765 081-2200155
Kandy City Central 226, D S Senanayaka Street, Kandy. 081-2054626/081-2054627  081-2204155
Karapitiya Southern 598 E, Hiribura Road, Karapitiya 0912-228360/0912-228362 0912-228361
Katthankudy Eastern 801, Mohomed Aiyar Building, Main Street, 065-2247007/065-2247006 065-2248655
Katugastota Central 19, Madawala Road, Katugastota. 081-2064868 081-2500562
Katugastota City ~ Central 179, Katugastota Road , Kandy. 081-2213886/081-2213888  081-2213887
Kegalle Sabaragamuwa 19, Main Street, Kegalle. 035-2223633/035-2223634  035-2221755
Kekirawa North Central 15, Thalawa Road, Kekirawa. 0252-265245/0252-265246  025-2265248
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Kilinochchi Northern Opposite Kandhasamy Kovil, Kandy Road, 021-2283955/021-2283270  021-2285349
Kilinochchi.
Kinniya Eastern 50/2, Main Street, Kinniya. 026-2237443/026-2237444 026-2237445
Kiribathgoda Western 02, Kandy Road, Kiribathgoda. 011-2911788/011-2906440  011-2906155
Kochchikade Western 110, Chilaw Road, Kochchikade. 031-2274555/031-2272774  031-2274205
Kokkadicholi Eastern Main Street, Division 10, Kokkadicholi. 065-2056900/065-2056901 065-2056915
Kotahena Western 03, St. Lucias Street, Kotahena. 011-2382155/011-2335808  011-2424795
Kottawa Western 365, High Level Road, Kottawa. 011-2745722/011-2745488  011-2745449
Kotte Western 429, Kotte Road, Pitakotte. 011-2818155/011-2818011 011-2820967
Kuliyapitiya North Western 12, Main Street, Kuliyapitiya. 037-2284155/037-2283802 037-2283802
Kurunegala North Western 21, Dambulla Road, Kurunegala. 037-2231172 037-2231175
Kurunegala City North Western ~ 118A, Kadurugas Junction,Colombo Road, 037-2227155/037-2231171 037-2233550
Kurunegala.
Kurunegala North Western ~ 103A, Colombo Road, Kurunegala. 037-2222411/037-2223411 037-2229696
Premier
Maharagama Western 227A, High Level Road, Maharagama 011-2838311/011-2841100 011-2848222
Mahiyanganaya Uva 56&57, Edwin Wickramarathne Shopping 055-2257622/055-2257623  055-2258455
Complex, Mahiyanganaya.
Malabe Western 834/7, Kaduwela Road, Malabe. 011-2561815/011-2156855 011-2742970
Manipay Northern 110, Jaffna Road, Manipai. 021-2255955/021-2556777 021-2255523
Mannar Northern 187, Main Street, Mannar. 0232-251825/0232-251826  0232-251827
Maradana Western 538,5638A, Maradana Road, Colombo 10. 011-2670155/011-2685425  011-2685359
Maskeliya Central 175, Main Street, Maskeliya. 052-2277032 052-2277088
Matale Central 251, Main Street, Matale. 066-2231902/066-2223740  066-2222266
Matara Southern 13, Station Road, Matara. 041-2225454/041-2232710  041-2231155
Matara City Southern 282, Anagarika Dharmapala Mawatha, Matara. 041-2224496/041-2224497  041-2228666
Matugama Western 34, Aluthgama Road, Matugama. 034-2241811/034-2241812 034-2249343
Medawachchiya ~ North Central 26, Kandy Road, Medawachchiya. 025-2245304/025-2245302  025-2245303
Medirigiriya North Central D T C Fashion, Main Street, Medirigiriya. 0272-248858/0272-248859  027-2248860
Monaragala Uva 44, New Bus Stand, Monaragala. 055-2055445/055-2055446 055-2276905
Moratumulla Western 227 & 327A, De Soyza Road, Moratumulla, 011-2654154/011-2654380  011-2653365
Moratuwa.
Moratuwa Western 10, Station Road, Moratuwa. 011-2642288/011-2648120  011-2642255
Mount Lavinia Western 66, 66 1/1 & 66 1/2, Galle Road, 0112-710124/0112-710125  011-2710126
Premier Mount Lavinia.
Narammala North Western 35, Sarasavi Building , Kuliyapitiya Road, 0372-249313/0372-249312 0372-249314
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Nawalapitiya Central No.3A, UC Road, Nawalapitiya. 054-2223850/054-2223110  054-2224050
Negombo Western 80, Greens Road , Negombo. 031-2231265/031-2239155 031-2231266
Nelliadi Northern 10, Jaffna Road, Nelliady. 021-2264655/021-2263111 021-2262923
Neluwa Southern 2, HV Building, Dellawa Road, Neluwa. 091-2285180/091-3096960  091-3096950
Nugegoda Western 92, Stanley Thilakarathna Mawatha, 011-2890681/011-2890680  011-2814335
Nugegoda.
Nuwara Eliya Central 71, City Light Building, Queen Elizabeth Drive, 052-2233407/052-3050332 052-2234155
Nuwara Eliya
Panadura Western 508, Galle Road, Panadura. 038-2238371/038-2244799  038-2243525
Pilimathalawa Central 298, Colombo Road, Pilimathalawa. 081-2579940/081-2579941 081-2579942
Piliyandala Western 68, Horana Road, Piliyandala. 011-2618816/011-2609013  011-2608895
Pitigala Southern 87, Main Street, Pitigala. 091-2291155/091-2291155  091-2291941
Polonnaruwa North Central Rajarata Building,Main Street, Kaduruwela, 027-2052080/027-2052081 027-2052083
Polonnaruwa.
Pottuvil Eastern Main Street, Pothuvill. 063-2248148/063-2248149  063-2050855
Pussellawa Central 473, Nuwara Eliya Road, Pussellawa. 081-2478138/081-2478128  081-2478148
Puthukkudiyiruppu  Northern Ward No. 1, Puthukkudiyiruppu, Mullaitivu. 0212-290411/0212-290412  0212-290413
Puttlam North Western 10, Kurunegala Road, Puttlam. 032-2267755/032-2267051 032-2266939
Rajagiriya Western 347A, Kotte Road, Rajagiriya. 011-2885378/011-2885379  011-2885551
Rathnapura Sabaragamuwa 49, Senanayake Mawatha, Rathnapura. 045-2233871/045-2233872  045-2225864
Saindamarudu Eastern MPCS Building, Main Street, Sainthamaruthu ~ 067-2221655 067-2225366
-09
Samanthurai Eastern 25, Hijra Junction, Samanthurai. 067-2260955/067-2058394 067-2261394
Sea Street Western 197, Sea Street, Colombo 11. 011-2385155/011-2334404  011-2434597
Tangalle Southern 66, Thissa Road, Tangalle. 047-2241750/047-2244501 047-2241751
Thambuttegama  North Central 256, New Town, Thambuttegama. 025-2275146/025-2275147  025-2275567
Thissamaharama  Southern 34, Main Street, Thissamaharama. 047-2237942/047-4931676  047-2237360
Trincomalee Eastern 275, Central Road, Trincomalee. 026-2222155/026-2060010 026-2226737
Valachchenai Eastern Opposite Market, Main Street, Valachchenai.  065-2059626/065-2059628  065-2059627
Vauniya Northern 32/B, 2nd Cross Street, Vauniya. 024-2228175/024-2228176 024-2226955
Wadduwa Western 534, Galle Road, Wadduwa 0382-282120/0382-282121 0382-282122
Warakapola Sabaragamuwa 81, Kandy Road ,Warakapola. 035-2267267/035-2268268  035-2267788
Wattala Western 17, Station Road , Hendala Junction, Wattala.  011-2933198/011-2982264  011-2933218
Welimada Uva 51A, Nuwara Eliya Road, Welimada. 057-2246455/057-2244504 057-2244828
Wennappuwa North Western 134, Colombo Putlam Road, WWennappuwa. 031-2245155/031-2252130  031-2253553
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Aluth Mawatha Western No0.367/1, Aluth Mawatha, Colombo 15. 011-2528472 011-2528471
Attidiya Western 269, 269/1, Main Street, Attidiya. 011-2732905/011-2732906  011-2736625
Baduraliya Western 48, Rathnapura Road, Baduraliya. 034-2240851/034-2240852 034-2240853
Bandaragama Western No.04, Panadura Road, Bandaragama. 038-2289425/038-2289426 ~ (038-2289427
Beruwala Western 175/A, Galle Road, Beruwala. 034-2298024/034-2298124 034-2298126
Borella Western 54, D S Senanayake Mawatha, Colombo 08. 011-2669155/011-2678129
Deans Road Western 133, Deans Road, Maradana. 011-2694295/011-2682155
Dehiwala 2 Western 124, Galle Road, Dehiwala. 011-2726078/011-2715448 011-2710156
Dematagoda Western 551, Sri Wajiragnana Mawatha ,Colombo 09.  011-2675194/011-2675193
Elakanda Western 18, Elakanda Road, Hendala, Wattala. 011-2941166/011-2940243
Ganemulla Western 229, Kadawatha Road, Ganemulla. 033-2265866/033-2260042 033-2265766
Golumadama Western 05, Kaldemulla Road, Moratuwa. 011-2623999/011-3010944
Gothatuwa (IDH) ~ Western 52/17, Gothatuwa, New Town. 011-2411990/011-2411991
Grandpass Western 47, Grandpass Road, Colombo 14. 011-2390155/011-2473522
-Sulaiman
GrandPass- Western 21, St. Joseph Street, Grandpass, 011-4345368/011-2334416  011-2333892
Kosgashandiya Colombo 14.
Grandpass- Western 395, Grandpass Road, Colombo 14. 011-2391155/011-2422610
Stadium
Hanwella Western 24A, Main Street, Hanwella. 036-2252080/036-2252027 036-2252047
Jampattah Western 66, Jampattah Street, Colombo 13. 011-2388155/011-2437270
Kelaniya Western 722, Waragoda Road, Vihara Junction, 011-2908155/011-2911781

Kelaniya.
Keselwatte Western 18, Galle Road , Keselwatte, Panadura. 038-2299210/038-4281885 038-2297849
Kiribathgoda Western 44, Makola Road, Kiribathgoda. 011-2914955 011-2914838
-Makola
Kirulapana Western 91, High Level Road, Colombo 06. 011-2512088/011-2512099
Kolonnawa Western 141A, Kolonnawa Road, Kolonnawa. 011-2572355/011-2026750
Maharagama 2 Western 67, Dehiwala Road, Maharagama. 011-2841455/011-2840137 011-2840136
Maligawatte Western 157D, New Pradeepa Road, Maligawatte, 011-2698913/011-2698915

Colombo 10
Mattakkuliya Western 7D/2, Sri Wickrama Mawatha, Mattakkuliya, 011-2527155/011-2520930

Colombo 15
Modera Western 81, Modera Street, Colombo 15. 011-2526155/011-2520940
Narahenpita Western 239, Kirula Road, Narahenpita. 011-2369108 011-2369107
Negombo 2 Western 356, Main Street, Negombo. 011-2885378/011-2885379  011-2885551
Nittambuwa Western 594/3, Kandy Road, Nittambuwa. 033-2294355/033-4934108  033-2297971
Ragama Western 661/A, Thewatte Road, Ragama. 011-2953155/011-2960803
Slave Island Western 135, Malay Street, Colombo 02. 011-2300530/011-2303155
Sri Sangaraja Western 259, Sri Sangaraja Mawatha, Colombo 10. 011-2334078/011-2334592
Mawatha
Thihariya Western 61/2, Kandy Road, Thihariya. 033-2293655/033-4678082  033-4678141
Thotalanga Western 282, Nagalagam Street, Colombo 14. 011-2540155/011-2520885
Wellawatte Western 224, Galle Road, Wellawatte, Colombo 06. 011-2362115/011-2506951 011-2362745
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List of Abbreviations

AFS Available for Sale KMP Key Management Personnel
AGM Annual General Meeting KPls Key Performance Indicators
ALCO Assets and Liabilities Management Committee KRIs Key Risk Indicators
APSP Average Petroleum Spot Price L&R Loans and Receivables
ASPI All Share Price Index LRA Lanka Rating Agency
ATM Automated Teller Machine LBF L B Finance PLC
AWDR  Average-Weighted Deposit Rate LBMF LB Microfinance Myanmar Company Limited
AWFDR Average-Weighted Fixed Deposit Rate LCB Licensed Commercial Bank
AWPLR Average Weighted Prime Lending Rate LFC Licensed Finance Company
BFI Banking Finance Insurance LKAS Lanka Accounting Standards
BN Billion LKR Sri Lankan Rupees
BOD Board of Directors LTV Loan to Value
BPO Business Process Outsource MN Million
BPS Basis Points M3 Cubic Meter
CAR Capital Adequacy Ratio MQOU Memorandum of Understanding
CBSL Central Bank of Sri Lanka MSME  Micro, Small and Medium Enterprises
CDS Central Depository System MRMR  Monthly Risk Management and Reporting
CDM Cash Deposit Mechine NBFI Non-Bank Financial Institutions
CMU Customer Management Unit NBT Nation Building Tax
CEO Chief Executive Officer NCRE Non-Conventional Renewable Energy
CFO Chief Financial Officer NPA Non-Performing Advances
CGuU Cash Generating Unit NII Net Interest Income
CRO Chief Risk Officer NIM Net Interest Margin
CRM Customer Replationship Management NPL Non-Performing Loans
CSE Colombo Stock Exchange OcClI Other Comprehensive Income
CSR Corporate Social Responsibility PAT Profit after Tax
DR Disaster Recovery PAYE Pay As You Earn
EIR Effective Interest Rate PDC Product Development Committee
EPF Employees’ Provident Fund PER Price Earnings Ratio
EPS Earnings per Share PLC Public Limited Company
ERP Enterprise Resource Planning System RMD Risk Management Department
ESC Economic Service Charge ROA Return on Assets
ETF Employees’ Trust Fund ROCE Return on Capital Employed
FVtPL Fair Value through Profit or Loss ROE Return on Equity
GDP Gross Domestic Product RWA Risk-Weighted Assets
GRI Global Reporting Initiative SBUs Strategic Business Units
HFT Held for Trading SEC Securities and Exchange Commission
HODs Head of Departments SLC Specialised Leasing Company
HP Hire Purchase SLA Statutory Liquid Assets
HTM Held to Maturity SLAR Statutory Liquid Asset Ratio
ICASL The Institute of Chartered Accountants of Sri SLAS Sri Lanka Accounting Standard

Lanka SLCF Sri Lanka Carbon Fund
IFA Investment Fund Account SLFRS  Sri Lanka Financial Reporting Standard
IFRS International Financial Reporting Standard SLIPS Sri Lanka Inter-Bank Payment System
IIRC Inrernational Integrated Reporting Council SME Small and Medium Enterprises
IRMC Integrated Risk Management Committee Uom Unit of Measurement
IRMU Integrated Risk Management Unit USb US Dollar
ISO International Standard Organisation VAR Value at Risk
IT Information Technology VAT Value Added Tax

WHT Withholding Tax
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GRI - 102-56

o

Independent Assurance Report on Sustainability

EY

Building a better
working world

INDEPENDENT ASSURANCE
REPORT TO LB FINANCE PLC ON
THE SUSTAINABILITY REPORTING
CRITERIA PRESENTED IN THE
INTEGRATED ANNUAL REPORT-
2017/18

Introduction and scope of the
engagement

The management of LB Finance PLC
(“the Company") engaged us to provide
an independent assurance on the
following elements of the sustainability
reporting criteria presented in the annual
report- 2017/18 (“the Report”).

»  Reasonable assurance on the
information on financial performance
as specified on page 216 of the
Report.

»  Limited assurance on other
information presented in the
Report, prepared in accordance
with the requirements of the Global
Reporting Initiative GRI Standards:
‘In accordance’ - Comprehensive
guidelines.

Basis of our work and level of
assurance

We performed our procedures to
provide limited assurance in accordance
with Sri Lanka Standard on Assurance
Engagements (SLSAE 3000): ‘Assurance
Engagements Other than Audits

or Reviews of Historical Financial
Information’, issued by the Institute

of Chartered Accountants of Sri Lanka
("CASL").

The evaluation criteria used for this
limited assurance engagement are

based on the Sustainability Reporting
Guidelines (“GRI Guidelines”) and related
information in particular, the requirements
to achieve GRI Standards 'In accordance’
- Comprehensive guideline publication,
publicly available at GRI's global website
at "wwuw.globalreporting.org”.

Our engagement provides limited
assurance as well as reasonable
assurance. A limited assurance
engagement is substantially less in scope
than a reasonable assurance engagement
conducted in accordance with
SLSAE-3000 and consequently does not
enable to obtain assurance that we would
become aware of all significant matters
that might be identified in a reasonable
assurance engagement. Accordingly,

we do not express an opinion providing
reasonable assurance.

Management of the Company's
responsibility for the Report

The management of the Company is
responsible for the preparation of the
self-declaration, the information and
statements contained within the Report,
and for maintaining adequate records
and internal controls that are designed

to support the sustainability reporting
process in line with the GRI Sustainability
Reporting Guidelines.

Ernst & Young Tel :+94 11 2463500
Chartered Accountants Fax Gen :+94 11 2697369
201 De Saram Place Tax :+94 115578180
P.O. Box 101 eysl@lk.ey.com

Colombo 10 ey.com

Sri Lanka

Ernst & Young's responsibility

Our responsibility is to express a
conclusion as to whether we have
become aware of any matter that

causes us to believe that the Report

is not prepared in accordance with the
requirements of the Global Reporting
Initiative, GRI Standards: ‘In accordance’
- Comprehensive guidelines. This report
is made solely to the Company in
accordance with our engagement letter
dated 19 March 2018. We disclaim any
assumption of responsibility for any
reliance on this report to any person other
than the Company or for any purpose
other than that for which it was prepared.
In conducting our engagement, we

have complied with the independence
requirements of the Code for Ethics for
Professional Accountants issued by the
CASL.

Key assurance procedures

We planned and performed our
procedures to obtain the information and
explanations considered necessary to
provide sufficient evidence to support
our limited assurance conclusions. Key
assurance procedures included:

»  Interviewing relevant the company'’s
personnel to understand the process
for collection, analysis, aggregation
and presentation of data.

»  Reviewing and validation of the
information contained in the Report.

»  Checking the calculations performed
by the Company on a sample basis
through recalculation.
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»  Reconciling and agreeing the data
on financial performance which is
properly derived from the Company's
audited Financial Statements for the
year ended 31 March 2018.

»  Comparison of the content of
the Report against the criteria
for a Global Reporting Initiative,
GRI Standards: In accordance’ -
Comprehensive guidelines.

Our procedures did not include testing
electronic systems used to collect and
aggregate the information.

Limitations and considerations

Environmental and social performance
data are subject to inherent limitations
given their nature and the methods
used for determining, calculating and
estimating such data.

Partners:

Conclusion

Based on the procedures performed, as
described above, we conclude that;

»  The information on financial
performance as specified on page
216 of the Report are properly
derived from the audited Financial
Statements of the Company for the
year ended 31 March 2018.

»  Nothing has come to our attention
that causes us to believe that
other information presented in the
Report are not fairly presented, in
all material respects, in accordance
with the Company'’s sustainability
practices and policies some of
which are derived from Sustainability
Reporting Guideline, GRI Standards-
‘In accordance’ Comprehensive.

Ernst & Young

\
\

o

ok« S

Chartered Accountants

22 May 2018
Colombo

W R H Fernando FCA FCMA M P D Cooray FCAFCMA R N de Saram ACA FCMA  Ms. N A De Silva FCA Ms. Y A De Silva FCA W K B S P Fernando FCA FCMA
Ms. KRM Fernando FCA ACMA Ms.LKHL Fonseka FCA AP A Gunasekera FCAFCMA A Herath FCA D K Hulangamuwa FCA FCMA LLB (Lond) H M A Jayesinghe FCA FCMA

Ms. A A Ludowyke FCA FCMA  Ms. G G S Manatunga FCA  Ms. PV K N Sajeewani FCA N M Sulaiman ACA ACMA B E Wijesuriya FCA FCMA

Principal T P M Ruberu FCMA FCCA

A member firm of Ernst & Young Global Limited
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GRI-102-18,
19,20,21, 29,
31, 33,
Sustainability Commuttee Review
CORPORATE GOVERNANCE - sustainable future for all communities of our ability to produce shareholder
SUSTAINABILITY TOPICS associated with the business. We have value, but also our accountability to
. always remained true to our fundamental all stakeholders associated with our
Commitment towards . .
. - values. We continue to uphold the business. We have embraced the
sustainability ) ) : . .
. . promise to deliver consistent value to triple bottom line model as a template
We strongly believe that responsible all stakeholders as we believe that our to convey tangible value to all those

stewardship is the key to creating a

Inputs taken
within the Company

PAGE 12

0 0
Input Feedback

success is measured not only in terms impacted by our work.

Inputs taken from the
stakeholders

PAGE 124

0 0
Feedback Input

Management Committees
and its governance

PAGE 48

{ Linking to the Corporate Governance structure

Critical
4\
Concern
about
sustainability
\L N2 \L topics
. . N
Preparation Preparation social Preparation -
economic P : environment Non critical
strategies strategies strategies
- Linking to the business lines ‘*\L \L
Operation structure .
PAGE 18
Composition of Responsibilities Risk assessment Monitoring, controlling

Sustainability
Committee

Chaired by :
Executive Director
Assets Management
Representatives from:
» Risk department

» Treasury department
» Marketing department
» Credit department

» Finance department

» HR department

and reporting on
sustainability impacts,
challenges, risk and
opportunities

» Economic context Assessing and taking
Financial capital action against the
PAGE 202 risk arise based on
their impact to the

» Social context business, covering all

Social and relationship the economic, social and

capital \ environment aspects as
PAGE 264 WhOIe

» Environment context PAGE 177

Natural capital

PAGE 290

the due diligence
aspects

Assess, validate,
report and review the
sustainability aspects
with compliance and
due diligence

» Monthly

» Quarterly

» Annually

submiting a report to the
Board of Directors
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Sustainability protection — Precautionary principles

Business continuity
plan

IT quality assurence \ / Risk management

Guideline issued by
governing entities

HR policy frameworks

Customer privacy

\ busi.ness /

Sustainability governance

Ethics and integrity framework of the Company

Responsible delegation of the framework

Values Preparation  : HR department
Management : Senior Management
Approving . Board of Directors
g
ol /2 ™ Covering : All the employees of the Company

behavior /" Company \ Principles
code of
. conduct / Practice and evaluation framework
N - All employees should signed including highest
governance body of the Company
Intergrity Standard

- Conducting the training at the induction level and

when required

GRI-102-16, 17

e
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GRI - 102-55
T
Consolidated Set of GRI Sustainability
Reporting Standards
Consolidated set of GRI Sustainability Reporting Standards
GRI Content Index - ‘In Accordance’ - Comprehensive
GRI Disclosure External Page Remarks
standard assurance number
provided
Organisational profiles
102-1 Name of the organistion v 444
102-2 Activities, brands, products and services v 271,275
102-3 Location of headquarters v 444
102-4 Location of operations v 12, 424-
428
102-5 Ownership and legal form v 13, 444
102-6 Markets served v 12, 244,
424-428
102-7 Scale of the organization v 13,21, 22
102-8 Information on employees and other workers v 258
102-9 Supply chain v 276277
102-10 Significant changes to the organization and its supply chain v 276-277
102-11 Precautionary principle or approach v 296
102-12 External initiatives )
102-13 Membership of associations v 444
Strategy
102-14 Statement from senior decision-maker v 29-31
102-15 Key impacts, risks and opportunities v 127,178-
199
Ethics and integrity
102-16 Values, principles, standards and norms of behavior v 236, 433
102-17 Mechanisms for advice and concerns about ethics v 236,433
Governance
102-18 Governance structure v 18,19, 48,
432
102-19 Delegating authority v 432
102-20 Executive —level responsibility for economic, environmental v 432
and social topics
102-21 Consulting stakeholders on economic, environmental and v 432
social topics
102-22 Composition of the highest governance body and its v 36-39, 444
committeees
102-23 Chair of the highest governance body v 36
102-24 Nominating and selecting the highest governance body v 86, 109
102-25 Conflicts of interest v Partially,
58, 59
102-26 Role of highest governance body in setting purpose, values v 54-55
and strategy
102-27 Collective knowledge of highest governance body v 51
102-28 Evaluating the highest governance body's performance v 87
102-29 Identifying and managing economic, environmental and v 432

social impacts
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GRI Disclosure External Page Remarks
standard assurance number
provided
102-30 Effectiveness of risk management processes v 112, 1768-
199
102-31 Review of economic, environmental and social topics v 432
102-32 Highest governance body’s role in sustainability reporting v 5
102-33 Communicating critical concerns v 432
102-34 Nature and total number of critical concerns v Partially, 91
102-35 Remuneration policies *
102-36 Process for determining remuneration *
102-37 Stakeholders’ involvement in remuneration *
102-38 Annual total compensation ration *
102-39 Percentage increase in annual total compensation ratio *
Stakeholder engagement
102-40 List of stakeholder groups v 124
102-41 Collective bargaining agreements 4 256, 258
102-42 Identifying and selecting stakeholders v 124
102-43 Approach to stakeholder engagement v 127-132
102-44 Key topics and concerns raised v 127-132
Reporting practice
102-45 Entities included in the Consolidated Financial Statements v 13,324
102-46 Defining report content and topic boundaries v 133, 134
102-47 List of material topics v 135-141
102-48 Restatements of information v None
102-49 Changes in reporting v Material topics are changed
during the year
102-50 Reporting period v o4
102-51 Date of most recent report v 4
102-52 Reporting cycle vooo4
102-53 Contact point for questions regarding the report v 5
102-54 Claims of reporting in accordance with the GRI Standards v 4
102-55 GRI content index v 434439
102-56 External assurance v 5430
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Consolidated Set of GRI Sustainability

Reporting Standards
GRI Disclosure External Page Remarks
standard assurance number
provided
GRI 201: Economic performance
103-1 MANAGEMENT APPROACH v 135, 141
Wealth creation for all stakeholders of LB Finance PLC by
implementing forward looking corporate strategies, while
assessing the risk of the market
103-2 Implementation v 135, 141
103-3 Performance v 135, 141
201-1 Direct economic value generated and distributed v 216-217
201-2 Financial implications and other risks and opportunities due v Considering the nature of the
to climate change business we are not reporting
on climate changes.
201-3 Defined benefit plan obligations and other retirement plans 4 260, 337
201-4 Financial assistance received from government v There is no direct or indirect
financial assistance received
from the government.
GRI 202: Market Presence
103-1 MANAGEMENT APPROACH v 133
Create a stable and progressive financial environment,
which renders high quality solutions, backed by superior
technology and a customer-friendly service platform
103-2 Implementation v 135
103-3 Performance v 135
202-1 Ratios of standard entry level wage by gender compared to v 252*%
local minimum
202-2 Proportion of senior management hired from the local v Senior Management refers
community to the designated authority
in charge of a key business
department. All senior managers
of the Company are local hires.
GRI 203: Indirect economic impacts
103-1 MANAGEMENT APPROACH v 141
Initiate responsible stewardship and strategies that
would transmit change through the social and economic
parameters of the business operations
103-2 Implementation v 141
103-3 Performance v 141
203-1 Infrastructure investments and services supported 4 280-289
203-2 Significant indirect economic impacts v 280-289
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GRI
standard

Disclosure

External Page
assurance number
provided

Remarks

GRI 300: Environment

GRI 302: Energy

103-1 MANAGEMENT APPROACH v 139
Adopt lean resource consumption practices across our
operations, to reduce the use of paper, energy, non bio-
degradable material, greater degree of renewable energy
project financing and energy saving projects
103-2 Implementation v 139
103-3 Performance v 139
302-1 Energy consumption within the organization 4 296
302-2 Energy consumption outside of the organisation 4 \We are not consuming energy
outside of the organization
302-3 Energy intensity v 297
302-4 Reduction of energy consumption v 296
302-5 Reductions in energy requirements of products and services v Considering the nature of the
business, this is not relevant for
the organization
GRI 305: Emissions
103-1 MANAGEMENT APPROACH v 139
Ensure proactive steps to mitigate the impact on the
emission caused by day-to-day business and adhere to all
mandatory environmental parameters applicable to business
operations and transactions
103-2 Implementation v 139
103-3 Performance v 139
305-1 Direct (Scope 1) GHG emissions v 301
305-2 Energy indirect (Scope 2) GHG emissions 4 301
305-3 Other indirect (Scope 3) GHG emissions v 301
305-4 GHG emissions intensity v 301
3055 Reduction of GHG emissions v 301
305-6 Emissions of ozone-depleting substances (ODS) v 300
305-7 Nitrogen oxides (NOX) sulfur oxides (SOX) and other 4 300
significant air emissions
GRI 400: Social
GRI 401: Employment
103-1 MANAGEMENT APPROACH v 140
Commitment to create an environment conducive for
employees to develop and reach their full potential, both
professionally and personally
103-2 Implementation v 140
103-3 Performance v 140
401-1 New employee hires and employee turnover 4 259
401-2 Benefits provided to full-time employees that are not v 252
provided to temporary or part-time employees
401-3 Parental leave v 262
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Consolidated Set of GRI Sustainability

Reporting Standards
GRI Disclosure External Page Remarks
standard assurance number
provided
GRI: 404: Training and education
103-1 MANAGEMENT APPROACH v 140
Develop a culture where people can make a difference
both as individuals and as a team and ensure employee’s
readiness to take up responsibilities and challenges in our
growth process
103-2 Implementation v 140
103-3 Performance v 140
404-1 Average hours of training per year per employee v 261
404-2 Programmes for upgrading employee skills and transition 4 261
assistance programmes
404-3 Percentage of employees receiving regular performance and v 253
career development reviews
GRI 405: Diversity and equal opportunity
103-1 MANAGEMENT APPROACH v 140
Striving to achieve HR excellence in our business, we
continue to pursue an inclusive strategy to develop a work
place where equality and diversity feature prominently in the
people development agenda
103-2 Implementation 4 140
103-3 Performance v 140
405-1 Diversity of governance bodies and employees v 258
405-2 Ratio of basic salary and remuneration of women to men v 260
GRI 413: Local communities
103-1 MANAGEMENT APPROACH v 139
Working in tandem with global and local mandates that
safeguard social responsibility and uphold community
empowerment
103-2 Implementation v 139
103-3 Performance v 139
413-1 Operations with local community engagement, impact v 289
assessments and development programmes
4132 Operations with significant actual and potential negative v There are no operations with

impacts on local communities

significant actual and potential
negative impacts on local
communities.
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GRI Disclosure External Page Remarks
standard assurance number
provided
GRI 416: Customer health and safety
103-1 MANAGEMENT APPROACH v 138
Determination to ensure customer well-being has led us
to formulate products and services that do not in any way
impair or harm the health and safety of our customers
103-2 Implementation v 138
103-3 Performance v 138
416-1 Assessment of the health and safety impacts of product and 4 A health and safety assessment
service categories of our products & services
was not carried out during the
reporting period.
416-2 Incidents of non-compliance concerning the health and v There were no incidents
safety impacts of products and services reported regarding health and
safety impacts of product and
services
GRI 418: Customer privacy
103-1 MANAGEMENT APPROACH v 138
Seeking to demonstrate accountability and responsible
stewardship towards all customers, which provides
unwavering commitment to safeguard customer privacy
103-2 Implementation 4 138
103-3 Performance v 138
418-1 Substantiated complaints concerning breaches of customer 4 270

privacy and losses of customer data

* Information cannot be disclosed - confidential information
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Glossary of lerms

A

Accounting policies

Accounting policies The specific principles,
bases, conventions, rules and practices
adopted by an entity in preparing and
presenting Financial Statements.

Accrual basis

The system of accounting wherein revenue
is recognised at the time it is earned and
expenses at the time they are incurred,
regardless of whether cash has actually
been received or paid out.

Allowance for impairment

A provision held on the Statement of
Financial Position as a result of the raising of
a charge against profit for the incurred loss.

Amortisation

The systematic allocation of the depreciable
amount of an intangible asset over its
useful life. Amortised cost Amount at
which the financial asset or financial liability
is measured at initial recognition, minus
principal repayments, plus or minus the
cumulative amortisation using the effective
interest method of any difference between
that initial amount and the maturity amount
and minus any deduction for impairment or
uncollectability.

Asset and Liability Committee (ALCO)

The committee that is responsible for
managing assets and liabilities of the
Company.

Available for sale financial investments

Non-derivative financial assets that are not
classified as loans and receivables, held to
maturity investments or financial assets at
fair value through profit or loss.

Average weighted deposit rate (AWDR)

AWDR is calculated by the Central Bank
monthly based on the weighted average of
all outstanding interest bearing deposits of
commercial banks and the corresponding
interest rates. Average weighted prime
lending rate (AWPLR) AWPLR is calculated
by the Central Bank weekly based on
commercial bank's lending rates offered to
their prime customers during the week

Basis Point (BP)

One hundred of a percentage point (0.01
per cent); 100 basis points is 1 percentage
points: Used in quoting movements in
interest rates or yields on securities.

Brexit

The United Kingdom'’s withdrawal from the
European Union.

c

Capital adequacy ratio

The relationship between capital and risk
weighted assets as prescribed by the
Central Bank of Sri Lanka.

Cash equivalents

Short-term, highly liquid investments that
are readily convertible to known amounts
of cash and which are subject to an
insignificant risk of changes in value.

Cash Flows

Cash equivalents are short-term, highly
liquid investment that are readily convertible
to know amount of cash and which are
subject to an insignificant risk of changes

in value.

Collective impairment

Impairment is measured on a collective
basis for homogeneous groups of lending
facilities that are not considered as
individually significant and to cover losses
that have been incurred but has not yet
been identified at the reporting date.

Commercial paper (CP)

An unsecured, debt instrument issued by
a company, to finance short-term funding
requirements. The debt is usually issued
at a discount, reflecting prevailing market
interest rate.

Commitments

Credit facilities approved but not yet utilised
by the clients as at the reporting date.
Compounded annual growth rate (CAGR)
The rate at which it would have grown if it
grew at an even rate compounded annually.

Contingencies

A condition or situation existing at reporting
date where the ultimate outcome of which,

gain or loss, will be confirmed only on the
occurrence or non-occurrence of one or
more uncertain future events.

Cost method

A method of accounting where by the
investment is recorded at cost. The

Income Statement reflects income from
the investment only to the extent that

the investor receives distributions from
accumulated net profiles of the investee
rising subsequent to the date of acquisition.

Corporate governance

The process by which corporate entities
are governed. It is concerned with the
way in which power is exercised over
the management and direction of entity,
the supervision of executive actions and
accountability to owners and others.

Corporate Sustainability

Business approach that creates long-term
consumer and employee value by creating

a 'green’ strategy aimed toward the natural
environment and taking into consideration
every dimension of how a business
operates in the social, cultural and economic
environment.

Cohort Method

A study design where one or more samples
(called Cohorts) are followed prospectively
and subsequent status evaluation with or
outcome are conducted to determine which
initial participants exposure characteristics
(risk factors) are associated with it.

Cost to income ratio

Operating expenses excluding impairment
charge/gold loan auction losses as a
percentage of total operating income (net of
interest expenses).

Credit rating

An evaluation of a corporate’s ability to
repay its obligations or the likelihood of not
defaulting, carried out by an independent
rating agency.

Credit risk

Risk of financial loss, if a customer or
counterparty fails to meet an obligation
under a contract.

Credit risk mitigation

A technique to reduce the credit risk
associated with an exposure by application
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of credit risk mitigants such as collateral,
guarantee and credit protection.

Customer Deposits

Money deposited by account holders. Such
funds are recorded as liabilities.

D

Deferred taxation

Sum set aside for income tax in the
Financial Statements that may become
payable/receivable in a financial year other
than the current financial year.

Depreciation

The systematic allocation of the depreciable
amount of an asset over its useful life.

Derecognition

Removal of a previously recognised financial
asset or liability from an entity’s Statement
of Financial Position.

Discount rate

A rate used to place a current value on
future cash flows. It is needed to reflect the
fact that money has a time value.

Dividend cover

Profit attributable to ordinary shareholders
as a percentage of gross dividends;
indicates number of times dividend is
covered by current year's distributable
profits.

Dividend pay-out ratio

Dividend by profit after tax; indicates
the percentage of earnings paid out to
shareholders as dividends.

Dividend per share (DPS)

Value of the total dividend paid out and
proposed to ordinary shareholders divided
by the number of ordinary shares in issue;
indicates the proportion of current year's
dividend attributable to an ordinary share in
issue.

Dividend yield

Dividend expressed as a percentage of
market value of a share. In absence of
any capital gains, this shows the return on
investing on a share relative to its market
price.

E

Earnings per share (EPS)

Profit attributable to ordinary shareholders
divided by the number of ordinary shares
in issue; indicates the proportion of current
year's earnings attributable to an ordinary
share in issue.

Economic value added (EVA)

A measure of performance considering cost
of total invested equity.

Effective interest rate (EIR)

Rate that exactly discounts estimated
future cash payments or receipts through
the expected life of the financial asset or
liability.

Effective tax rate

Provision for taxation excluding deferred
tax expressed as a percentage of the profit
before taxation.

Equity method

This is a method of accounting whereby the
investment is initially recognised at cost and
adjusted thereafter for the post-acquisition
changes in the investor's share of net
assets of the investee. The profit or loss and
other comprehensive income of the investor
include the investor's share of the profit or
loss and other comprehensive income of
the investee

Events after the reporting period

Transactions that are not recognised as
assets or liabilities in the Statement of
Financial Position, but which give rise to the
contingencies and commitments.

Exposure

A claim, contingent claim or position which
carries a risk of financial loss.

F

Fair value

The amount for which an asset could be
exchanged or a liability settled, between
knowledgeable, willing parties in an arm's
length transaction.

Fair value through profit or loss

A financial asset or financial liability that is
held-for trading or upon initial recognition
designated by the entity as fair value
through profit or loss.

Finance lease

A contract whereby a lessor conveys to the
lessee the right to use an asset for rent over
an agreed period of time which is sufficient
to amortise the capital outlay of the lessor.
The lessor retains ownership of the asset
but transfers substantially all risks and
rewards of ownership to the lessee.

Financial assets

Any asset that is cash, equity instrument of
another entity, a contractual right to receive
cash or contractual right to receive another
financial asset from another entity.

Financial guarantee contract

A financial guarantee contract is a contract
that requires the issuer to make specified
payments to reimburse the holder for a loss
it incurs because a specified debtor fails

to make payment when due in accordance
with the original or modified terms of a debt
instrument.

Financial instrument

A financial instrument is any contract that
gives rise to both a financial asset in one
entity and a financial liability or equity
instrument in another entity.

Financial liabilities

A contractual obligation to deliver cash or
other financial asset to another entity or

to exchange financial assets or financial
liabilities with another entity under
conditions that are potentially unfavourable
to the entity.

G
Global reporting initiative (GRI)

GRl'is a leading organisation in the
sustainability filed. GRI promotes the use
of sustainability reporting as a way for
organisation to become more sustainable
and contribute to sustainable development.

Going Concern

The Financial Statements are normally
prepared on the assumption that an entity
is a going concern and will continue in
operation for the foreseeable future. Hence,
it is assumed that the entity has neither the
intention nor the need to liquidate or curtail
materially the scale of its operations.
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Glossary of Terms

Gross dividend

The proportion of profit distributed to
shareholders including the tax withheld.

Guarantees

An assurance made by a third party
(Guarantor) who is not a party to contract
between two others, that the guarantor will
be liable if the Guarantee fails to fulfil the
contractual obligation

H

Held for trading

Debt and equity investments that are
purchased with the intent of selling them
within a short period of time.

Held to maturity investments

Non-derivative financial assets with fixed or
determinable payments and fixed maturity
that an entity has the positive intention and
ability to hold to maturity.

Hire purchase

A contract between hirer and financier
where the hirer takes on hire a particular
article from the financier, with the option to
purchase the article at the conclusion of the
agreed rental payments.

Impaired loans

Impaired loans are loans where the
company does not expect to collect all the
contractual cash flows or expects to collect
them later than they are contractually due.

Impairment

This occurs when the recoverable amount
of an asset is less than its carrying amount.

Impairment charge/(reversal)

An increase/(decrease) of the difference
between the carrying value of an asset and
the sum of discounted future cash flows
generating from the same asset compared
to the previous reporting date.

Individual impairment

Impairment is measured on an individual
basis for non-homogeneous groups of
lending facilities that are considered as
individually significant.

Individual significant loans

Exposures which are above a certain
threshold decided by the management
which should be assessed for objective
evidence, measurement and recognition of
impairment on an individual basis.

Intangible asset

An identifiable non-monetary asset without
physical substance.

Integrated reporting

A methodology of reporting an
organisation’s strategy, governance, financial
performance and prospects in relation to the
creation of value over the short, medium
and long-term in its economic, social and
environmental context.

Interest cover

Earnings before interest and taxes divided
by interest cost. This indicates the number
of times interest expenses is covered by
earnings before interest and tax; ability to
cover interest expenses.

Interest spread

Represents the difference between the
average interest rate earned on average
interest earning assets and the average
interest rate paid on average interest
bearing liabilities.

K

Key management personnel (KIVIP)

People those who are having authority and
responsibility for planning, directing and
controlling the activities of the entity.

L

Lending portfolio

Total value of lending products net of
unearned income, amounts received in
advance and allowance for impairment.

Letter of credit (LC)

Written undertakings by a Bank on behalf
of its customers, authorising a third party to
draw on the Bank up to a stipulated amount
under specific terms and conditions.

Such undertakings are established for the
purpose of facilitating international trade.

Liquid assets

Assets that are held in cash or in a form that
can be converted to cash readily.

Loss given default (LGD)

The percentage of an exposure that a lender
expects to lose in the event of obligor
default.

Loan to value ratio (LTV)

The LTV ratio is a mathematical calculation
which expresses the amount of a first
mortgage lien as a percentage of the total
appraised value of real property. The LTV
ratio is used in determining the appropriate
level of risk for the loan and therefore the
correct price of the loan to the borrower.

M
Market capitalisation

Number of ordinary shares in issue
multiplied by the market value of a share as
at a date.

Materiality

The relative significance of a transaction
or an event, the omission or misstatement
of which could influence the economic
decisions of users of financial statement.

Millennials

Demographic cohort following generation X,
also known as generation Y.

N
Net assets value per share (NAV)

Shareholders’ funds excluding preference
shares, if any, divided by the number of
ordinary shares in issue.

Net interest income

The difference between interest income
earned from interest earning assets and
interest expenses incurred on interest-
bearing liabilities.

Net interest margin (NIM)

Net interest income expressed as a
percentage of average interest earning
assets.
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Non-performing loans/advances (NPL)

The aggregate value of the advances
portfolio that has been delinquent for a
period of more than six months.

Non-Performing Loans Cover

Cumulative loan provision as a percentage
of total non-performing loans (net of interest
in suspense)

NPL ratio

Total non-performing loans as a percentage
of the total lending portfolio.

Non-recurring profit
A one time or highly infrequent profit.

0

Off-balance sheet transactions

Transactions that are not recognised as
assets or liabilities in the Statement of
Financial Position, which give rise to the
commitment and contingencies in future.

Operational Risk

This refers to the risk of loss resulting from
inadequate or failed internal processes,
people and systems or from external
events.

P

Price earnings ratio (P/E ratio)

Market price of a share divided by earnings
per share; reflects number of years that
would be taken to recoup shareholders’
capital outlay in the form of earnings.

Probability of default (PD)

An internal estimate for each borrower
grade of the likelihood that an obligor will
default on an obligation.

R

Related party

Parties have the ability to control or exert
a significant influence over the company’s
financial and operating decisions.

Return on assets (ROA)

Net profit for the year expressed as

a percentage of average total assets;
indicates overall effectiveness in generating
profits with available assets.

Return on equity (ROE)

Net profit for the year, less dividends on
preference shares, if any, expressed as a
percentage of average shareholders’ funds/
equity.

Repurchase agreement (Repo)

Contract to sell and subsequently
repurchase government securities at a
specified date and price.

Risk-weighted assets

On balance sheet assets and the credit
equivalent of off balance sheet assets
multiplied by the relevant risk weighting
factors.

S

Shareholders’ funds

Total of issued and fully paid share capital
and revenue reserves.

T

Tier | capital

Core capital representing permanent
shareholders’ equity and reserves created
or increased by appropriations of retained
earnings or other surpluses.

Tier Il capital

Supplementary capital representing
revaluation reserves, general provisions and

debt instruments such as subordinated term

debts and other hybrid capital instruments
which combine certain characteristics of
equity and debt.

Total shareholder return

Combines share price appreciation and
dividends paid to show the total return to
the shareholder expressed as an annualised
percentage.

U

Useful life

The period over which an asset is expected
to be available for use by an entity or the
number of production or similar units
expected to be obtained from the asset by
an entity.

Vv

Value added

Wealth created by providing banking and
other services less the cost of providing
such services. The value added is allocated
among the employees, the providers of
capital, to government by way of taxes and
retained for expansion and growth.

Y

Yield to maturity

Discount rate at which the present value
of future cash flows would equals the
security's current price.
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Corporate Information

NAME OF COMPANY
L B Finance PLC

LEGAL FORM

Public Limited Liability Company Incorporated in
Sri Lanka under the provisions of the Companies
Ordinance No. 51 of 1938 (Cap 145) and re-
registered as per the Companies Act No. 07 of
2007 on 6th June 2008.

A Licensed Finance Company under the Finance
Business Act No. 42 of 2011.

Aregistered Financed Leasing Establishment in
terms of Finance Leasing Act No. 56 of 2000.

STOCK EXCHANGE LISTING

The Company was admitted to the official List of
the Colombo Stock Exchange on 30th December
1997. The ordinary shares and unsecured
subordinated redeemable debentures redeemable
in 2018 senior and subordinated unsecured,
redeemable rated, debenture redeemable in 2022
of the Company are listed on the Colombo Stock
Exchange.

DATE OF INCORPORATION
30th May 1971

COMPANY REGISTRATION NUMBER
PQ 156

TAX PAYER IDENTIFICATION NUMBER
104033431

VAT REGISTRATION NUMBER
104033431 7000

CENTRAL BANK REGISTRATION NUMBER
RFC 1003

PRINCIPAL ACTIVITIES

Acceptance of fixed deposits, maintenance of
savings accounts, providing finance lease, hire
purchase and vehicle loan facilities, mortgage
loans, gold loans, margin trading facilities,
factoring and trade finance facilities, micro
finance, other credit facilities and value added
services.

REGISTERED OFFICE

No. 275/75, OPA Building, Prof. Stanley
Wijesundara Mawatha, Colombo 07. Tel: 011-
2200000 Fax: 011-5345327

CORPORATE OFFICE
No. 20, Dharmapala Mawatha, Colombo 03 Tel:
011-2155000 Fax: 011-2575098

OUTLETS
Branches - 123
Gold loan centres - 36

*Non Executive Director as per the Finance
Companies (Corporate Governance) Direction
No.03 of 2008

WEBSITE
www.Ibfinance.com

FINANCIAL YEAR END
31 March

CREDIT RATING
The Company has been assigned A- (Ika) stable by
Fitch Ratings Lanka Limited

BOARD OF DIRECTORS AND BOARD
APPOINTED COMMITTEES

BOARD OF DIRECTORS

Mrs. Shirani Jayasekara (Chairperson)
Mr. Dhammika Perera

(Executive Deputy Chairman)

Mr. J A'S Sumith Adhihetty

(Managing Director)

Mr. Thosapala Hewage

(Independent Non-Executive Director)
Mr. Niroshan Udage (Executive Director)
Mr. B D A Perera (Executive Director)
Mr. Ravindra Shanaka Yatawara
(Executive Director)

Mrs. Anandhiy K. Gunawardhana
(Independent Non-Executive Director)
Mrs. Yogadinusha Bhaskaran
(Non-Executive Director)

Mr. M A J W Jayasekara

(Independent Non-Executive Director)*

AUDIT COMMITTEE

Mrs. Yogadinusha Bhaskaran (Chairperson)
Mrs. Anandhiy K Gunawardhana

Mr. M A J W Jayasekara

REMUNERATION COMMITTEE

Mrs. Anandhiy K Gunawardhana (Chairperson)
Mrs. Yogadinusha Bhaskaran

Mr. M A J W Jayasekara

NOMINATION COMMITTEE

Mr. Thosapala Hewage (Chairman)
Mrs. Anandhiy K. Gunawardhana
Mr. J A'S Sumith Adhihetty

INTEGRATED RISK MANAGEMENT
COMMITTEE

Mr. M A J W Jayasekara (Chairman)
Mrs. Anandhiy K Gunawardhana
Mr. J A'S Sumith Adhihetty

Mr. Niroshan Udage

Mr. B D A Perera

Mr. Ravindra Shanaka Yatawara

Mr. Bimal Perera

Mr. Hasitha Athapattu

Mr. Udul Chandrasena

Ms. Zairaa Kaleel

SECRETARIES

P W Corporate Secretarial (Pvt) Ltd.
No. 3/17, Kynsey Road, Colombo 08
Tel: 011- 4640360-3

Fax: 011- 4740588

GRI-102-1, 3, 5,
13,22

e

Email: pwes@pwes. Ik

EXTERNAL AUDITORS
Ernst & Young

INTERNAL AUDITORS
BDO Partners
KPMG

BANKERS

Bank of Ceylon

Commercial Bank of Ceylon PLC
DFCC Bank PLC

Hatton National Bank PLC
Indian Overseas Bank

Indian Bank

NDB Bank PLC

Nations Trust Bank PLC

Pan Asia Banking Corporation PLC
People’s Bank

Sampath Bank PLC

Seylan Bank PLC

Standard Chartered Bank

Union Bank of Colombo PLC
Habib Bank Limited

Public Bank

CORPORATE MEMBERSHIPS AND
ASSOCIATIONS

The Finance Houses Association of Sri Lanka
Leasing Association of Sri Lanka

CSR Lanka (Guarantee) Limited

Lanka Business Coalition on HIV and Aids

Sri Lanka Business and Biodiversity

The Ombudsman Sri Lanka (Guarantee) Limited
Mercantile Cricket Association

Mercantile Football Association

SUBSIDIARY COMPANY

LB Microfinance Myanmar Company Ltd
(Company incorporated in the Union of the
Republic of Myanmar)

COMPANY REGISTRATION NUMBER
844 FC of 2016-2017 (YGN)

REGISTERED OFFICE
Myawaddy Bank

Luxury Complex, 4th Floor, Apt 401 Bo Gyoke

Road cnr, W a Dan Street, Lanmadaw
Township, Yangon, Myanmar

BOARD OF DIRECTORS
Mr KD D Perera

MrJ A S S Adhihetty

Mr N Udage

Mr B D A Perera

Mr R S Yatawara

Mr Dulan R G de Silva
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Notice of Annual General Meeting

NOTICE IS HEREBY GIVEN that the
Forty Fifth (45th) Annual General
Meeting of L B Finance PLC will

be held at the Corporate Office of
the Company, No. 20, Dharmapala
Mawatha, Colombo 3 on 29th June
2018 at 8.30 a.m. for the following
purposes:

1 To receive and consider the
Annual Report of the Board of
Directors on the affairs of the
Company and the Financial
Statements for the year ended
31 March 2018 and the Report of
the Auditors thereon.

2. To declare a Dividend as
recommended by the Directors.

3. To re-elect Mrs. Shriani
Jayasekara as a Director in
terms of Articles 85 and 86 of
the Articles of Association of the
Company.

4. To re-elect Mr. Moderage Ashane
Joseph Waas Jayasekara as a
Director in terms of Article 92 of
the Articles of Association of the
Company.

5. To re-appoint the retiring Auditors
Messrs Ernst & Young, Chartered
Accountants, as the Company's
Auditors and authorize the
Directors to determine their
remuneration.

6. To authorize the Directors to
determine donations for the year
ending 31 March 2019 and up
to the date of the next Annual
General Meeting.

By Order of the Board
L B Finance PLC

@m\‘jw"(/

P W Corporate Secretarial (Pvt) Ltd
Director / Secretaries

01 June 2018

Notes:

1.

A shareholder is entitled to
appoint a Proxy to attend and vote
at the meeting on his/her behalf.

. A Proxy need not be a

shareholder of the Company.

A Form of Proxy accompanies this
Notice.

The completed Form of Proxy
should be deposited at the
Registered Office of the Company
No. 275/75, Professor Stanley
Wijesundera Mawatha, Colombo
7, by 8.30 a.m. on 27th June
2016.
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Form of Proxy

N E* i (DOIDET OF NIC NOL ) of

shareholder/s of L B FINANCE PLC herehy @ppOINt ......ccot oo e et

(holder of NIC No. ..o ) O
Mrs. Shirani Jayasekara or failing her *
Mr. Dhammika Perera or failing him*

Mr. John Anthony Sunil Sumith Adhihetty or failing him*

Mr. Thosapala Hewage or failing him*
Mr. Niroshan Udage or failing him*
Mr. Biyawalage Dudley Auburn Perera or failing him*
Mr. Ravindra Shanaka Yatawara or failing him*
Mrs. Anandhiy Krisnajina Gunawardhana or failing her *
Mrs. Yogadinusha Bhaskaran or failing her*

Mr. Moderage Ashane Joseph Wass Jayasekara

as my/our* proxy to represent me/us* and to vote as indicated hereunder for me/us* and on my/our* behalf at the Forty Fifth (45th)
Annual General Meeting of the Company to be held on 29th June 2018 and at every poll which may be taken in consequence of the

aforesaid meeting and at any adjournment thereof.

1. To declare a dividend as recommended by the Directors.

2. Tore-elect Mrs. Shirani Jayasekara as a Director in terms of Articles 85 and 86 of the Articles of Association of
the Company.

3. To re-elect Mr. Moderage Ashane Joseph Wass Jayasekara as a Director in terms of Article 92 of the Articles of
Association of the Company.

4. To re-appoint the retiring Auditors Messrs Ernst & Young, Chartered Accountants as the Company’s Auditors
and authorize the Directors to determine their remuneration

5. To authorize the Directors to determine donations for the year ending 31 March 2019 up to the date of the next
Annual General Meeting.

In witness my/our* hand this .................. dayof ... Two Thousand and Eighteen.

Signature of Shareholder/s

*Please delete what is inapplicable.

For

O o o oo

Against

]

O o o O
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Form of Proxy

Instructions for completion

1. The full name, National Identity
Card number and the registered
address of the shareholder
appointing the Proxy and the
relevant details of the Proxy
should be legibly entered in the
Form of Proxy which should be
duly signed and dated.

2. The completed Proxy should
be deposited at the Registered
Office of the Company,
No0.275/75, Professor Stanley
Wijesundera Mawatha, Colombo
07, by 8.30 a.m. on 27th June
2018.

3. The Proxy shall —

In the case of an individual be
signed by the shareholder or by
his/her attorney, and if signed
by an Attorney, a notarially
certified copy of the Power of
Attorney should be attached to
the completed Proxy if it has not
already been registered with the
Company.

(a

(b

In the case of a company or
corporate / statutory body either
be under its Common Seal or
signed by its Attorney or by an
Officer on behalf of the Company
or corporate / statutory body in
accordance with its Articles of
Association or the Constitution or
the Statute (as applicable).

4. Please indicate with a ‘X" how
the Proxy should vote on each
resolution. If no indication is
given, the Proxy in his/her
discretion will vote as he/she
thinks fit.

5. Articles 59 to 62 of the Articles
of Association of the Company
dealing with voting are quoted
below for information of the
shareholders.

59 METHOD OF VOTING

At any General Meeting a resolution
put to the vote of the meeting shall
be decided on a show of hands
unless a poll is (before or on the
declaration of the result of the show
of hands) demanded by-

i. the Chairman of the meeting; or

ii. not less than three persons
present in person or by Attorney
or representative or by proxy and
entitled to vote; or

iil. a Member or Members present
in person or by Attorney or
representative or by proxy and
representing not less than one
tenth of the total voting rights of
all the Members having the right
to vote at the meeting; or

iv. a Member or Members present
in person or by attorney or
representative or by proxy and
holding shares in the Company
conferring a right to vote at the
meeting being shares on which
an aggregate sum has been paid
up equal to not less than one
tenth of the total sum paid up on
all the shares conferring that right.

A demand for a poll may be
withdrawn, unless a poll be
demanded (and the demand be

not withdrawn) a declaration by

the Chairman of the meeting that

a resolution has been carried, or
carried unanimously, or by a particular
majority, or lost, and an entry to
that effect in the minute book, shall
be conclusive evidence of the fact
without proof of the number or
proportion of the votes recorded for
or against such resolution.

60. HOW A POLLISTO BE
TAKEN

If a poll is duly demanded (and the
demand be not withdrawn), it shall
be taken in such manner (including
the use of ballot or voting papers
or tickets) as the Chairman of the
meeting may direct, and the results
of a poll shall be deemed to be

the resolution of the meeting at
which the poll was demanded. The
Chairman may (and if so requested
shall) appoint scrutinizers and may
adjourn the meeting to some place
and time fixed by him for the purpose
of declaring the result of the poll.

61 In the case of an equality of
votes, whether on a show of
hands or on a poll, the Chairman
of the meeting at which the show
of hands takes place or at which
the poll is demanded shall be
entitled to a second or casting
vote.

62 A poll demanded on the election
of a Chairman of the meeting or
on a question of a adjournment
shall be taken forthwith. A poll
demanded on any other question
shall be taken either immediately
or at such subsequent time (not
being more than thirty days from
the date of the meeting) and
place as the Chairman may direct.
No notice need be given of a poll
not taken immediately.
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