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 Key Audit Matter 

Allowances for Expected Credit Losses of loans and lease receivables measured at amortised cost

Allowances for expected credit losses of loans and lease receivables measured at amortised cost as stated in Notes 29 and 30 
respectively, is determined by management on the accounting policies described in Note 6.1.10 to the financial statements.

This was a key audit matter due to

 • the involvement of significant management judgements, assumptions and level of estimation uncertainty associated in estimating 
future cash flows to recover such loans and lease receivables; and

 • the materiality of the reported amount of Allowances for expected credit losses.

Key areas of significant judgements, assumptions and estimates used by management in the assessment of the allowances for expected 
credit losses for loans and lease receivables include forward-looking macroeconomic scenarios and their associated weightages. These 
are subject to inherently heightened levels of estimation uncertainty and subjectivity.

Further information on the key estimates, assumptions and judgements is disclosed in Notes 6.1.10 and 57 A iii.

Information Technology (IT) system related internal controls over financial reporting

Company’s financial reporting process is significantly reliant on IT system and related internal controls. Further, key financial statement 
disclosures are prepared using data and reports generated by the IT system, that are compiled and formulated with the use of 
spreadsheets.

Accordingly, IT system related internal controls over financial reporting were considered a key audit matter.

How our audit addressed the key audit matter 

In addressing the adequacy of the allowances for expected credit losses of loans and lease receivables, our audit procedures included the 
following key procedures:

 • Assessed the alignment of the Company’s allowances for expected credit losses computations and underlying methodology including 
responses to economic conditions with its accounting policies, on the best available information up to the date of our report.

 • Evaluated the design, implementation and operating effectiveness of controls over estimation of expected credit losses, which 
included assessing the level of oversight, review and approval of allowances for expected credit losses, policies and procedures by 
the Board and the management.

 • Tested the completeness, accuracy and reasonableness of the underlying data used in the expected credit loss computations by 
cross checking to relevant source documents and accounting records of the Company.  

 • Evaluated the reasonableness of credit quality assessments and related stage classifications.

 • Tested the key inputs and the calculations used in the impairment for expected credit losses. 

 • Assessed the reasonableness of judgements, assumptions and estimates used by the Management in the underlying methodology 
and the management overlays. Our testing included evaluating the reasonableness of forward-looking information used, economic 
scenarios considered, and probability weighting assigned to each scenario.

 • Assessed the adequacy of the related financial statement disclosures set out in notes 6.1.10, 29,30 and 57 A.

Our audit procedures included the following key procedures:

 • Obtained an understanding of the internal control environment of the relevant significant processes and test checked key controls 
relating to financial reporting and related disclosures.

 • Involved our internal specialized resources and;

 - Obtained and understanding IT Governance Structure of the Company

 - Identified, evaluated and tested the design and operating effectiveness of IT system related internal controls over financial 
reporting, relating to user access and change management, and 

 - Obtained a high-level understanding of the cybersecurity risks affecting the Company and the actions taken to address these 
risks primarily through inquiry. 

 • Tested source data of the reports used to generate disclosures for accuracy and completeness, including review of the general ledger 
reconciliations.
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Gross Income  19,200,595   20,029,639   (4.1)  19,072,260   20,281,300   (6.0)

Interest Income  16,913,893   18,371,636   (7.9)  16,841,212   18,371,636   (8.3)

Interest Expense  (8,796,402)  (11,365,024)  (22.6)  (8,702,039)  (11,419,214)  (23.8)

Net Interest Income  8,117,491   7,006,612   15.9   8,139,173   6,952,422   17.1 

Fee and Commission Income  785,151   714,346   9.9   772,284   697,029   10.8 

Net Fee and Commission Income  785,151   714,346   9.9   772,284   697,029   10.8 

Net Gain / (Loss) from Trading   1,460   239   510.4   1,460   239   510.4 

Net Gain / (Loss)  from other
Financial Instruments at FVTPL  139   92,011   (99.8)  396   106,361   (99.6)

Other Operating Income  1,499,952   851,407   76.2   1,456,908   1,106,035   31.7 

Total Operating Income  10,404,193   8,664,615   20.1   10,370,221   8,862,086   17.0 

Impairment (Charges) / Reversals and
Other Credit Losses on Financial Assets  (170,781)  (437,781)  (61.0)  (170,781)  (437,781)  (61.0)

Net Operating Income  10,233,412   8,226,834   24.4   10,199,440   8,424,305   21.1 

Expenses      

Personnel Expenses  (2,487,213)  (1,948,215)  27.7   (2,489,037)  (1,949,075)  27.7 

Premises Equipment and
Establishment Expenses  (713,028)  (359,223)  98.5   (390,091)  (332,266)  17.4 

Other Operating Expenses  (1,475,276)  (1,274,807)  15.7   (1,660,149)  (1,341,009)  23.8 

Operating Profit Before Taxes on
Financial Services  5,557,895   4,644,589   19.7   5,660,163   4,801,954   17.9 

Taxes on Financial Services  (1,320,599)  (1,189,389)  11.0   (1,328,315)  (1,190,768)  11.6 

Profit Before Income Tax  4,237,296   3,455,200   22.6   4,331,848   3,611,186   20.0 

Income Tax Expense  (1,607,798)  (1,313,647)  22.4   (1,635,348)  (1,556,251)  5.1 

Profit for the Year  2,629,498   2,141,553   22.8   2,696,500   2,054,934   31.2 

Profit attributable to:      

Equity holders of the Company  2,629,498  2,141,553  22.8   2,696,500  2,054,934  31.2 

Non - Controlling Interest  -     -     -     -     -     -   

Profit for the Year  2,629,498  2,141,553  22.8   2,696,500  2,054,934  31.2 

Earnings Per Share      

Basic Earnings Per Share  11.17   9.10   22.8   11.45   8.73   31.2 

Diluted Earnings Per Share    11.17   9.10   22.8   11.45   8.73   31.2 

Profit for the Year  2,629,498   2,141,553   22.8   2,696,500   2,054,934   31.2 

Other Comprehensive Income, Net of Tax      
Items that will never be reclassified
to Profit or Loss      

Gains / (Losses) on remeasurement of
Defined Benefit Liability  (26,679)  (57,665)  (53.7)  (26,679)  (57,665)  (53.7)

Deferred Tax ( Charge ) / Reversal on
Actuarial Gains / (Losses)  8,004   17,300   (53.7)  8,004   17,300   (53.7)

Net Actuarial Gains / (Losses) on
Defined Benefit Liability  (18,675)  (40,365)  (53.7)  (18,675)  (40,366)  (53.7)

Revaluation of Land & Buildings  14,267   27,355   (47.8)  320,938   603,635   (46.8)

Deferred Tax ( Charge ) / Reversal on
Revaluation of Land & Buildings  (4,280)  (8,207)  (47.8)  (96,281)  (181,090)  (46.8)

Net Change in Revaluation of
Land & Buildings 9,987  19,148   (47.8)  224,657   422,544   (46.8)

Other Comprehensive Income for the
Year, Net of Tax (8,688)  (21,217) (59.1) 205,982 382,179 (46.1)

Total Comprehensive Income for the Year  2,620,810   2,120,336   23.6   2,902,482   2,437,113   19.1 

Attributable to:      

Equity holders of the Company  2,620,810   2,120,336   23.6   2,902,482   2,437,113   19.1 

Non - Controlling Interest  -     -     -     -     -     -   

Total Comprehensive Income for the Year  2,620,810   2,120,336   23.6   2,902,482   2,437,113   19.1 
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Assets      

Cash and Cash Equivalents  1,982,202   1,952,377   1.5   1,999,887   1,958,981   2.1 

Placements with Banks and Other Finance
Companies  570,007   8,322,520   (93.2)  570,007   8,322,520   (93.2)
Financial Assets Measured at Fair Value 
Through Profit or Loss (FVTPL)  133,889   3,652,152   (96.3)  209,882   4,181,480   (95.0)
Financial Assets at Amortised Cost - Loans
and Receivables to Other Customers  78,402,912   57,895,030   35.4   78,402,912   57,895,030   35.4 

Financial Assets at Amortised Cost -  Lease
Rental and Hire Purchase Receivables  13,745,290   10,346,937   32.8   13,745,290   10,346,937   32.8 

Financial Investments Measured at Fair Value
Through Other Comprehensive Income   204   204   -     204   204   -   

Financial Assets at Amortised Cost  - Debt
and other Financial Instruments   8,850,863   5,048,103   75.3   8,850,863   5,048,103   75.3 

Financial Assets at Amortised Cost  - Other
Financial Assets  42,074   34,319   22.6   42,074   34,319   22.6 

Investment in a Subsidiary  0   0   -     -     -     -   

Investment Property  1,242,000   1,178,000   5.4   1,072,000   1,100,225   (2.6)
Property, Plant and Equipment  1,094,181   968,056   13.0   4,745,053   4,477,237   6.0 

Right-of-use Lease Assets  3,473,889   1,746,895   98.9   801,828   744,154   7.8 

Intangible Assets  13,357   20,325   (34.3)  14,108   21,450   (34.2)
Deferred Tax Assets  1,236,213   644,012   92.0   457,708   373,282   22.6 

Other Assets  895,497   1,358,620   (34.1)  351,097   307,260   14.3 

Total Assets  111,682,578   93,167,550   19.9   111,262,913   94,811,182   17.4 

Liabilities      
Bank Overdrafts  1,828,680   1,913,964   (4.5)  1,828,680   1,913,964   (4.5)
Rental Received in Advance  306,105   197,788   54.8   313,485   216,239   45.0 

Financial Liabilities at Amortised Cost
- Deposits due to Customers  67,480,200   58,643,446   15.1   67,480,200   58,643,446   15.1 

Financial Liabilities at Amortised Cost -
Interest bearing Borrowings  12,650,533   10,786,681   17.3   13,461,095   12,747,147   5.6 

Subordinated Term Debt  6,690,647   3,331,609   100.8   6,690,647   3,331,609   100.8 

Lease Liabilities  2,721,617   1,989,370   36.8   1,031,339   967,092   6.6 

Current Tax Liabilities  919,107   642,304   43.1   919,107   642,304   43.1 

Deferred Tax Liabilities  1,234,806   739,934   66.9   988,372   881,723   12.1 

Other Liabilities  2,507,119   1,791,325   40.0   2,637,019   2,048,996   28.7 

Retirement Benefit Obligations  219,680   157,336   39.6   219,680   157,336   39.6 

Total Liabilities  96,558,494   80,193,757   20.4   95,569,624   81,549,856   17.2 

Equity      

Stated Capital  1,325,918   1,325,918   -     1,325,918   1,325,918   -   

Statutory Reserve Fund  2,005,326   1,873,851   7.0   2,005,326   1,873,851   7.0 

Other Reserves  194,022   184,035   5.4   867,737   643,080   34.9 

Retained Earnings  11,598,818   9,589,989   20.9   11,494,308   9,418,477   22.0 

Total Equity attributable to Equity holders
of the Company  15,124,084   12,973,793   16.6   15,693,289   13,261,326   18.3 

Non - Controlling Interest  -     -     -     -     -     -   

Total Equity  15,124,084  12,973,793  16.6   15,693,289  13,261,326  18.3 

Total Liabilities and Equity  111,682,578  93,167,550  19.9   111,262,913  94,811,182  17.4 

Net Assets Value Per Share (Rs.)  64.23   55.10   16.6   66.65   56.32   18.3 

VB/DP

INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF VALLIBEL FINANCE PLC
Report on the audit of the financial statements

Opinion 
We have audited the financial statements of Vallibel Finance PLC (“the Company”) and the consolidated financial statements of the Company 
and its subsidiaries (“the Group”), which comprise the statement of financial position as at 31 March 2025, and the statement of profit or loss 
and other comprehensive income, statement of changes in equity and statement of cash flows for the year then ended, and notes to the 
financial statements, including material accounting policy information.  

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 2025, 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 (SLAuSs). 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 for Professional Accountants 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.

Other matter 
The financial statements of Vallibel Finance PLC for the year ended 31 March 2024 were audited by another auditor who expressed an 
unmodified opinion on those financial statements on 03 June 2024.

Other Information included in the 2025 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 the management and those charged with governance for the financial statements 
Management is responsible for the preparation of financial statements that give a true and fair view in accordance with Sri Lanka Accounting 
Standards, and for such internal control as management determines is necessary to enable the preparation of financial statements that are 
free from material misstatement, whether due to fraud or error.   

In preparing the financial statements, management is responsible for assessing the Group’s ability to continue as a going concern, disclosing, 
as applicable, matters related to going concern and using the going concern basis of accounting unless management either intends to liquidate 
the Group or to cease operations, or has no realistic alternative but to do so.   

Those charged with governance are responsible for overseeing the Company’s and the Group’s financial reporting process.

Auditor’s responsibilities for the audit of the financial statements 
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material misstatement, 
whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance, 
but is not a guarantee that an audit conducted in accordance with SLAuSs will always detect a material misstatement when it exists. 
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be expected 
to influence the economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with SLAuSs, we exercise professional judgment and maintain professional skepticism throughout the audit. 
We also:   

  Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, design and perform 
audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for our 
opinion. The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may 
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

  Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 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 relevant ethical requirements 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, actions taken to eliminate threats or safeguards applied.   

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 4839.   

Ernst & Young
Chartered Accountants
Rotunda Towers
No. 109, Galle Road
P. O. Box 101,
Colombo 03, Sri Lanka.

Regulatory Capital Adequacy (%) Actual Required Actual Required
Tier 1 Capital Adequacy Ratio 16.54% 10.00% 17.06% 8.50%

Total Capital Adequacy Ratio 21.51% 14.00% 19.80% 12.50%

Capital Funds to Deposit Liabilities Ratio 28.27% 10.00% 24.71% 10.00%

Quality of Loan Portfolio (%)
Gross - Stage 3 Loans Ratio    3.56%* 5.88%

Net - Stage 3 Loans Ratio   1.15%* 2.62% 

Net - Stage 3 Loans to Core Capital Ratio 7.50% 15.11% 

Stage 3 Impairment Coverage Ratio  67.80% 55.41% 

Total Impairment Coverage Ratio 3.93% 5.00% 

Profitability (%)
Net Interest Margin  8.80% 8.60% 

Return on Assets (Before Tax) 4.98% 4.99% 

Return on Equity (After Tax) 17.39% 16.51% 

Cost to Income Ratio 44.94% 41.34% 

Liquidity (%)
Available Liquid Assets to Required Liquid Assets (Minimum 100%) 151.38% 225.98% 

Liquid Assets to External Funds 13.26% 19.68% 

Memorandum information
Number of Branches 75  64  

External Credit Rating    BBB+  (Stable) BBB+  (Stable)

Regulatory penalties imposed for the year

Amount (Rs.)  -  200,000

There are no any regulatory penalties or regulatory restriction on deposits, borrowings and lending for the year ended 31st March 2025 and 2024.

29th May 2025
Colombo.

Partners:
D K Hulangamuwa FCA FCMA LLB (London), A P A Gunasekera FCA FCMA, Ms. Y A De Silva FCA, Ms. G G S Manatunga FCA, W K B S P Fernando FCA FCMA FCCA, B E Wijesuriya FCA FCMA,
R N de Saram ACA FCMA, Ms. N A De Silva FCA, N M Sulaiman FCA FCMA, Ms. L K H L Fonseka FCA, Ms. P V K N Sajeewani FCA, A A J R Perera FCA ACMA, N Y R L Fernando ACA,
D N Gamage ACA ACMA, C A Yalagala ACA ACMA, Ms. P S Paranavitane ACA ACMA LLB (Colombo), B Vasanthan ACA ACMA, W D P L Perera ACA
Principals:
T P M Ruberu FCMA FCCA MBA (USJ-SL), G B Goudian ACMA, D L B Karunathilaka ACMA, W S J De Silva BSc (Hons) - MIS MSC - IT, V Shakthivel B.Com (Sp)

A member firm of Ernst & Young Global Limited

*The company has early adopted the deferment given by Central Bank of Sri Lanka under the section 4.3.1 of Direction No. 1 of 2020 
on classification and measurement of credit facilities as at 31.03.2025.


