< blaualiua) .amaiad

GU(HLOTE DM &% en&
T 31860 (LplqEIENL THS ),60TIq () HTETS]

Glorss cugpLTELD

2018 wmiré 31@ e bs g Harar Bl blsamasar

6,929,201,053

5,114,694,482

@l 4 @IHLOTEILD
al1n& Geaailans

6.256,980,109
(3,500,249,672)

4,597.260,244
(2.604.049,257)

Hler el eumLonens
SLL 60T LOMMDILD &I @LILIGNHT GU(HLOTEILD

2,756,730,437
248,286,443

1,993,210,987
189,052,650

sy UL ewr LODMILD STESLILIET QIIHLOTSILD
alGgaLD epald By opsmub / (@i
B8] s Baafleilmbal p,smus

genanul Genum’ (h eihLomarn

248,286,443
42,217
1,943,400
421,948,884

189,052,650
1,010,838
22,230
327,348,620

Qorgs Cewpumn (B eugploTerLd
sLana@psarar §flpliy (mai@aser Grionpme sat

3,428,951,381
(104,858,877)

2,510,645,225
(33,041.325)

flsr Qewpum’ @ augprend

QFava)sar

o arentls Qraasar

Gauilorenld Lpmid sLar STiLE Cewa]
genal Faa|ser

3,324,092,504

(732,719,605)
(74,788.,004)
(622,191,141)

2,477,603,900

(549,309,630)
(60,927,563)
(542,895,518)

;%] .lf;]ﬁnmmm cguﬂé.maa

Lorird 31@)ed (@)(HbHeumm)
Qangg&sar

SNGHLD SMHEGHE FLOLDIGTNGSEHLD
amdlsatle) aaiiSlgieateranau
gemanu Bl Flneamisails eanJperaramar
Guromnm WeT@anareaiame| @UILILSEISET
i? WpasSHEer - alrssss5DEeTarmal
hLenen& @erer Glans gsar
SLGT&EET DHOID eSS - &S SmeEsaT
SLaT&GT LoHmILd a(HLoglseT - aun_mas Carerelemalsar
sLaTgem Lpmid aibElEeT - gamanumal
Hlé) wasHaar - allhLmansGararaal
Bl apseSHasar - apdlresl aueny emeuss Ll Heatarena
GTEDGTLLI F Qeng gl&ser
snamilset, QUIBETEISEET, 2 LISTeRTE &6t
SHeud Cang g sar
gsdlaadasiiu’ L afly Qorsgssar
gananu Qs gissar

1,021,651,531
1,863,482,713
212,709,432
630,286,027
1,938,675
23,919,000
12,534,012,782
219,927,271
18,073,714.310
208,703.800
1,920,722,472
16,971,763
1.445,289,701
14,568,813
16,019,726
202,358,542

806,206,582
2,040,208,425
202,904,415
810,190,562
1,761,300

11,517,449,933
793,685,839
12,466,944,145
510,085,388
1,019,286,080
20,827,738
315,103,615
10,297,779
8,525,324
161,618,964

VAT Lopmd NBT aufls@sée qpar Gewpun @ @eorin
Blfle Cranausar WSgmer VAT Lommid NET

1,894,393,754
(356,549,591)

1,324,471,189
(229.689.842)

anég,e’r Qanéﬂa‘iaﬁcﬁ"

38.,406,276,558

30,685,096,089

augpone auflls@ aper @erLn
aimiorer aufls Qeamay

1,537,844,163
(519.206.769)

1,094,781,347
(368.622.373)

B GO o D STen BeomLild

1,018,637,394

726,158,974

Banusdlar b URGQETeTHeT FSoLNSSD
sngnram LEGsTalar gL § sourggun
sngnreer LRQaralar marédu sburgSuin

BQeruld 2yeievg BLL LD LOHMILD eFene
Dienans FiperarEidl eugponers Lpdlu oidlsens
TéE 31860 (LplqEIENLTHS )60 Iq (HHTETS]

ST g D& @emid

2452
24.52

1,018,637,394

17.48
17.48

726,158,974

QurmyiL s ser

amdlserags Ceass Caemigwg
(perran L 1g G Quplit’ L aim_eng

QU & MEWINETT SEHEEE Gadlgurer emeuliLsar
pLUiy afl QUi ser

@sdlmasasiu L afll Gurmysar

erenan QuirmiLsser

Spdloaliubsdu srws s.arser

9,850,566.085
308,688,009
22,186.879,453
364,888,378
385,637,287
457,640,364
1,550,967,094

7,630,585,546
243,881,527
17,863.861,472
209,076,751
270,783,875
308,821,154
1,700,465,782

Gorgsu GlumpLiLsseT

35,105,166,670

28,127,476.107

gaau marsgiparar_md aumoreand, eufl Srsars

Beorbd oag BULSE0E emGuigid Bearams ILGSSILL IS 2 (HLILIG ST
@PbgarEsEILL L ygism ol Gurmiiysetiar et sl @ opsmub/ @i
gpdoasaiiu’ L afl (opai@yanit Gé smibiy o snusder @il Gitompi

(16,837,783)
4,714,579

7,274,213
(2,036,780)

(331.5)
331.5

L@ flanio

&rﬁ%m&uﬁ]uﬁuLL CLPGSEITLD

FULITel o&I68 Hlidluo
L6 & @aTeT e&idELD

Qurg) @gIsasLD

G dh &Lbun_é,éiurﬁj&m%

287,153,000
732,136,173

7,500,000
2,274,320,715

287,153,000
528,408,694
(6.834.947)
7,500,000
1,741,393,235

Quorg s LEighlenn

3,301,109,888

2,557,619,982

Glomrg S0 QUITDILIL|S@RL LI @ Taniol b

38,406,276,558

30,685,096,089

GaEFenFITan QUITMILILISET DHDID cuTd &miblsar

557,549,017

339,561,953

umiQanaidiharen Hley Qarsgic Gumindl (en)

79.45

61.55

GPBgorsE UL L ggsmel Quimiiysailer Bler sniSl Gé safliy

2L SMULD/ @LpL1Lp

(12,123,204)

5,237,433

(331.5)

Baorub o@ag BULSSNE WatamasliLBSSILGLD 2 (KL LG S6T

Spanniged goul L Bumud Quyind) sy smun/ @iy, afl Srisers
allpuaeniie g aipiomar ofkbaabes Cablu Punu’s Guniod] o smub, aifl fraans

8,709,947
(1,875.000)

1,174,150

641.8
(100.0)

alibLiemendg@erer BiflF Qanggissatier Ber wSHITH apworer Hlar

6,834,947

1,174,150

Blumuds Gupiogl gpsmub /@iy

ey HENST genamul jenanggiiparar_midl aighoremd, afl Srisers

(5,288,257)

6,411,583

1,013,349,137

uEiEfleno rHprisaler oiblsms

2016 gunfiyed 018 Bmps 54

S ey haTer Qorgs jamenggih 2 eiam_midh
QULOTEILD

9}, emTigHETET Bamih

ganl Sjenengitpatan kil augmone, aifl Frisens
albumarsgarer Kol Gansgsseiar et wHITH
e By Bumn’t Qumwod] oy smund/ G )
GUIaETe g as sLULmfeaten Bgrer Hlar
SIS (R oy gmund /@t

287,153,000

383,176,899 (8,009,097) 7,500,000

1174,150

Caadhu
@U(HLDTEUTTEI &I
.
1,259,105,123

726,158,974

5,237,433

Quorg gL
Ll lanio
5.
1,928,925,925

726,158,974

1,174,150

5,237,433

oy paner Qorss simenbgih 2 arem mid

1,174,150

731,396,407

732,570,557

uiigfeniowled Crmgwiras Gam_injenw

2 flenownariia@samer CanpEse amssar

whpib o fenowrers@séarer LibsafliLssT

usi@feniowmarii senaaren Likidlamub
2015/16&anan (pgeraig womid @mfl) tidlemid
LLyiTel @&iss @ Lorhmld

145,231,795

(103.876.,500)
(145,231,795)

(103,876,500)

urﬁj@ﬁh)mu.lrrsrrhl_ﬁnrm Qursss QampEsd
QUNEISEGET

145,231,795 g 5

(249,108,295)

(103,876,500)

2017 quiSyed 01@)ed Bymmsaurmrer LS

oy paner Qorss eenbgib 2 arem midh
QU(HLOTEILD

<D, ETIg e GarLid

ganll SjenengitparanL kil aumioneis, aifl Frisens
abumanggarer Kl Qarggisastien et odlnSH
Bgrem By Fhumun’s Ggnog] gy gmd /@ip'np
PUiasTe g es sLliLnpsear Bsrar Hlar
s [{ opsmunb /@iy

287,153,000

528,408,694 (6,834,947) 7,500,000

6,834,947

1,741,393,235

1.018,637,394

(12,123,204)

2,557,619,982

1,018,637,394

6,834,947

(12,123.204)

S ey harer Qorgs ojemenggih 2 eiam_idh
GU(THLOTEITLD

6,834,947

1,006,514,190

1,013,349,137

uBigfkmioulle Crmgwras Gsm i jenw

2 flentownarira@mLamer Garésd amisedser

b 2 Aaownemagpésrer udlibseilisar

urﬁj@lﬂmmunsrrﬁm@és&nm LridlaomL
2016/176anan (pgenralg won @ndl ridkonin
2017/18& &M @enL_&&re uridleorLih

GampiuLng LEdlerus Symésdsat

FULLLTE 866 @L LoTHmLd

203,727,479

(124,651,800)
(145,427,100)

219,669
(203,727.479)

(124.651,800)
(145,427,100)
219,669

203,727,479 =

(473,586,710)

(269,859,231)

Ll Pepunumarisigr_aman Quoisd QaTRéad aImissssr
2018 Loité 3186 B2 J

287,153,000

732,136,173 7,500,000

2,274,320,715

3,301,109,888

Qsfley@euiwiiu L Qeupur’ G& Gdlsmn iy ser
2 snaauﬂl_gé@ <D|ENLOGUTE)

PprEUOSs® |
LomTd 31 @)ed @) (mb Seumm

FUEGLESSM gpugar Gungeno
& ppagad (ohéE 1 epasad), e 000
QLorgs apeger g &g ad en. 000

am apasars Cuigiaio allélsd, @i HlenCupdlu Qersgissalar % oy s @onhsul s Caamar 5%)
Glorgg apagant Cungienio alldlsh, GLir HlanCundlu Qonggissaller % o6 @opbsu s Cpmal 10%)
ppegar Hidlsar erglt e iy’ Qummiiyaset allflsn (Gannsu s Comen 10%)

Qangsisaatlar smb (B Qewpuraaflar smo)
Qurgs QewpLiLrg sLer eusdlsar . 000

Qurggs QewpuLrs s_ar ausdlsar allflsn

Blar QewpLrg s ausdlsar allflso

Berug searanto %

Gl Iy Gredena (QI(HLTHSLD)

Qanggisaaflar Bgrer eumoneansd aflss e
urigflen Bgrer aumorand euflsg e
uEELOHSse Sraussearam (@5 000)

Coemanren Slyeus GQergsssaflar ganhsul s Qgrans
flen_g&a1Qumd Syeus Clarg gissallar Cgrans
Csmawrer s Umanursalar gopbsul s Qsrans
flen_g&a&1Qumd s Noamutsailar Qsras

Flnieuers sEaiaser
el sefler arent antlsena
Slenaraeflan erententlsans

Gaeneu Flmawmisatlar erentanflsmas

3,294,013
3,794,013
10.60%
12.21%
17.10%

860,965
2.72%
0.41%

8.47%
4.45%
34.77%

2,461,977
4,624,392
1,323,561
2,740,060

849
28
8

2,557,620
3,357,620
10.45%
13.72%
18.80%

746,084
2.93%
0.37%

T77%
4.10%
32.37%

1,885,166
3,928,710
1,098,644
2,023,015

694
24
8

Credit Rating : BBB Stable Outlook : ICRA Lanka

Brand Rating : A- : Brand Finance

© blaualiued .. Namaiad

Urgnes eflwmunyd QsmPODUTGEET: « GH5HME « Bleneowimes eneuliLsbEHer o

o milujeniy:

@ng tldubdlsmaser 20079410 S amgear 07 Gabse sbuailsar oL ghlar ComeuiLBis e H@h@E

S@anss swnflésul Herarar.
(Uiub)

Caiy. Cuersr sy

Srdls Quing) gpsreniowimarit

5] pmo Blireursio

s Pludlsmaseiar swrfiiy wpmw swiliuarsSnel vaflliunaradr sau QUEmLILTELD.

(gLiLd)
siobls QuGym
SlenmGaunmit LiewfliLrerit

2018 Guw 30
Qam(pLbL

kM

To the Shareholders of Vallibel Finance PLC

KPMG

P. 0. Box 186,

Colombo 00300, Sri Lanka.

Report on the Audit of the Financial Statements

Opinion
We have audited the financial statements of Vallibel Finance PLC (“the Company~), which compi

(gLiLib)
eran LS. Femrsipe
(p&mreniols LiewtlLiLimeri

+94 - 11 542 6426

(Chartered Accountants) +94 -11 244 5872
32A, Sir Mohamed Macan Markar Mawatha, +94 - 11 244 6058

+94 - 11 254 1249

Internet www. kpmg com/1k

rise the statement of financial position as at March 31, 2018, and the income statement,

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 a summary of significant accounting policies and other explanatory information.

In our opinion, the accompanying financial statements give a true and fair view Of the financial position of the Company as at March 31, 2018, and of its financial performance and its 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 Company in accordance with the Code of Ethics issued by CA Sri Lanka (Code of Ethics) and we have fulfilled

our other ethical responsibilities in accordance with the Code of Ethics. We believe that the audit

Key Audit Matters

evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

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 d0 not provide a separate Opinion on these matters.

1. Revenue recognition

The Company generates revenue from its lending activities by charging fees (Interest) from the customers. Management maintains Effective Interest Rate (EIR) models to determine
revenue recognition in accordance with the requirements of relevant accounting standards. As described in note 6.1 {accounting policy) and note 11.1 (interest income), Company’s
interest income amount to Rs. 6,256,980,109 as at March 31, 2018 (2017: Rs. 4,597,260,244)

Nature and Area of Focus

The EIR models are complex and heavily reliant on the quality of the underlying data
flowing into the models. We have identified revenue recognition as a key audit matter as
there is a risk 0f revenue being inaccurately recognized due to emrors in integrity of the
underlying data. The amount of revenue recognized in a financial year is dependent on
the occurrence of the underlying loan transactions, accuracy of the loan portfolio and the
appropriateness of the significant assumptions applied to the EIR models in relation to
the expected maturity of each loan and the timing of expected future cash flows.

Our Response: Our audit Procedures included;

* Testing design, implementation and operating effectiveness of key controls relating to
the flow of data from source systems into the EIR models. This procedure included an
assessment of the automated controls by our IT specialists, to determine whether the
input data within the EIR models was complete and accurate.

= Testing the arithmetical accuracy of the EIR models to assess whether they were working
as intended and in compliance with the requirements of relevant accounting standards.

* Performing analytical review procedures to assess whether the recognized revenue was
in liné with the expected level.

= Assessing the adequacy of the disclosure in the financial statements.

2. ision for

of Loan and

As described in note 5.1.9.1 (accounting policy) and note 29.1.5, 30.1.4, 30.2.5 (Impairment
and Receivable to other customers), Company's impairment provision for Loan and Receivabls

provision for Lease Rental and Hire purchase receivable, impairment provision for Loan
e amount to Rs. 794,832,339 as at March 31, 2018 (2017: Rs. 690,405,813)

Nature and Area of Focus

Impairment allowance represents the management's best estimate of the losses incurred
within Loans and Receivables as at the reporting date and are Assessed on an individual
and collective basis. We have considered the key Assumptions and risks for each in tumn.

The individual provision model utilizes arrears as the primary impairment trigger. There
is a risk that other impairment triggers are not identified on a timely basis. The other key
assumptions used in the calculation of the individual provision include the quantum and
timing of future cash flows on impaired loans. In the estimation of future cash flows, the
Company considers past payment behavior, the expected collections approach, including
net rental income from the receiver and the value of the collateral held by the Company.

For the purposes of the collective provision assessment, the Company calculates an
emergence provision based on the previgus Ioss experience for Ioans that have become
individually impaired overlaid with management judgment. There is a risk that the gverall
provision is not reflective of the incurred losses at the end of the period, due to the
assumed period of time taken for the incurred losses t0 emerge, changes in customer
credit quality or other market factors which are not sufficiently incorporated into the model
such as the tax position of borrowers and changes in rental income.

‘We have identified the of the impal of loans and to customers as
a key audit matter since there is a high degree of complexity and Judgment involved on
the Company’s part in estimating individual and collective credit impairment provisions
against these loans. These features have resulted in significant audit effort to address
the risks around loan recoverability and the determination of related provisions. Changes
1o these assumptions may considerably impact the required level of impairment provision.

Our Response: Qur audit Procedures included;
Testing of design, implementation and operating effectiveness of key controls over
acceptance, monitoring and reporting of credit risk

* Testing of application controls, over completeness and accuracy of data extraction into
the models.

* Validating of the accuracy of the collective and individual impairment models by re-
performing the calculations.

» Assessing the methodologies used against gur interpretation of the requirements of the
relevant accounting standards and our wider industry experience. This included the
consideration of alternative provisioning methodologies, to assess whether the current
modeled provision is sufficient.

* Challenging the appropriateness of key assumptions, including collateral valuations and
forecast cash flows, based on our knowledge of the business and industry practice and
the actual past experience of the Company’s I0an portfolios.

* A consideration of the alternative impairment triggers and assessing whether these
were sufficiently captured by the Company’s valuation models.

* Assessing the adequacy of the disclosures in the financial statements, including
the description and appropriateness of the inherent degree of subjectivity and key
assumptions in the estimates.

Other Information

Management is responsible for the other information. The other information comprises the information included in the annual report, but does not include the financial statements and our

auditor's report thereon.

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

In connection with our audit of the financial statements, our responsibility is to read the other il
with the financial statements or our knowledge obtained in the audit or otherwise appears t0 b
material misstatement of this other information; we are required to report that fact.

nformation and, in doing so, consider whether the other information is materially inconsistent
e materially misstated. If, based on the work we have performed, we conclude that there isa

Responsibilities of Management and Those Charged with for the Fil

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 al

re free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’s ability t0 continue as a going concemn, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless management either intends to liquidate the Company or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company’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:

= |dentify and assess the risks of material misstatement of the financial statements, whether
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The

due 10 fraud Or ermror, design and perform audit procedures responsive 10 those risks, and
e risk of not detecting a material misstatement resulting from fraud is higher than for one

resulting from error, as fraud may involve ¢ollusion, forgery, intentional omissions, misrepresentations, or the gverride of internal control.

= Obtain an understanding of internal control relevant to the audit in order to design audit pros
opinion on the effectiveness of the Company's internal control.

cedures that are appropriate in the circumstances, but not for the purpose of expressing an

= Evaluate the appropriateness of accounting policies used and the reasgnableness of accounting estimates and related disclosures made by management.

= Conclude on the appropriateness of management's use Of the going concern basis of accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Company’s ability to continue as a going concern. If we conclude that a material uncertainty exists, we are required
to draw attention in our auditor’s report to the related disclosures in the financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on
the audit evidence obtained up to the date of our auditor’s report. However, future events or conditions may cause the Company 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.

We communicate with those charged with governance regarding, among other matters, the plal
deficiencies in internal control that we identify during our audit.

nned scope and timing of the audit and significant audit findings, including any significant

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 preciudes 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 5o would reasonably be expected to outweigh the

publi¢ 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.
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