PUBLICATION OF FINANCIAL STATEMENTS AS PER FINANCE BUSSINESS ACT NO.42 OF 2011

ALLIANCE FINANCE COMPANY PLC

Allianre FHinanre o pue

Since 1956 Making the world a better place through sustainable finance

Key Financial Data for the Period Ended 31st March (Audited) Selected Key Performance Indicators
Current Period Previous Period Item As at 31/03/2023 As at 31/03/2022
In Rupees Million From 0 From 0
o1/04/2022t0 |, A% | gyjnggangneg | ASOf% : ; i :
0 |interest Income 0 | |nterest Income | |R€gulatory Capital Adequacy (%) Actual Required Actual Required
31/03/2023 31/03/2022
Interest Income 11,947 100% 7,852 100%) |Tier 1 Capital Adequacy Ratio 12.42% 8.50% 11.67% 7.00%
Interest Expenses (7,411) 62% (2,651) 34%| | Total Capital Adequacy Ratio 16.55% 12.50% 15.17% 11.00%
Net Interest Income 4,536 38% 5,201 66%)| |Capital Funds to Deposit Liabilities Ratio 29.09% 10.00% 38.85% 10.00%
Gains/(Losses) from ; (o
Tating At (48) 0% 40 19 |Quality of Loan Portfolio (%)
Gross Stage 3 Loan Ratio 13.12% (90 DPD) 4.96% (180 DPD)
Other Income 296 2% 556 7%
Ooerating Expenses Net Stage 3 Loan Ratio 10.03% (90 DPD) 2.17% (180 DPD)
[Eli(cludirfJ Ins airment) (3.139) 26% (2.776) 35%
gimp Net Stage 3 Loan Ratio to Core Capital Ratio 74.90% (90 DPD) 17.35% (180 DPD)
Impairment 275 2% 103 1% , ,
P (275) o (103) °| Stage 3 Impairment Coverage Ratio 23.56% (90 DPD) 56.18% (180 DPD)
Profit / (Loss) Before Tax 1,370 1% 2,918 37%| |Total Impairment Coverage Ratio 4.28% (90 DPD]) 4.05% (180 DPD])
Valug Added Tax on Financial (865) 79, (1.455) 199 Profitability (%)
Services and Income Tax ’
Net Interest Margin 9.97% 14.31%
Profit / (Loss) After Tax 505 4% 1,463 19%
Return on Assets 1.89% 5.75%
: : : Return on Equit 7.40% 23.41%
Key Financial Data as at 31st March (Audited) el on tqury ° 3.41%
As at Cost to Income Ratio 65.90% 47.93%
- As of % Total Asof % Total | |;:  : 1 10
In Rupees Million 31/03/2023 31/03/2022 Liquidity (%)
P Assets Assets
Assets Available Liquid Assets to Required Liquid Assets (Minimum 100%) 189.88% 157.08%
Cash & Bank Balance 567 1% 795 2% |Liquid Assets to External Funds 9.32% 7.10%
" Memorandum information
Government Securities 3,381 6% 1,752 4%
Number of Branches and other centers 89 89
Due from Related Parties - 0% - 0%
External Credit Rating (Lanka Rating) BBB- (Stable) BBB- (Negative)
Leasing / Hire Purchase and Loan 39 002 759, 40302 849
. . . , (o , (s , . .
Receivable (Excluding related parties) INDEPENDENT AUDITORS' REPORT ® bakersityy Other information
TO THE SHAREHOLDERS OF ALLIANCE FINANCE COMPANY PLC
Report on the Audit of the Financial Statements Directors are responsible for the other information. The other information comprises
Investment in Equity 271 1% 185 0% . the information included in the annual report but does not include the financial
Opinion statements and our auditor’s report thereon.
) We have audited the financial statements of Alliance Finance Company PLC (the “Company”) Our opinion on the financial statements does not cover the other information and we
Investment Pmpemes and Real Estate 163 0% 170 0% ar;]ql tr?e Consoli({(z?]tegtﬁr;ancialt stfa}emen'tsI of thtg Compé;rlly1 a’\r}ld it?‘ szu(;)zsédiarél t(hth?S':Gtroup")f do not express any form of assurance conclusion thereon.
which comprise the Statement of financial position as a arch, and the Statemen
of profit or loss, Statement of other comprehensive income, Statement of changes in equity In connection with our audit of the financial statements, our responsibility is to read
. and Statements of cash flows for the year then ended, and notes to the financial statements, the other information and, in doing so, consider whether the other information is
Property, Plant and Eqmpment 2,595 5% 2,502 5% |including a summary of significant accounting policies and other explanatory information. materially inconsistent with the financial statements, or our knowledge obtained in
the audit or otherwise appears to be materially misstated.
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, 2023 If, based on the work we have performed, we conclude that there is a material
(Other Assets 6,269 12%| 2,434 5% [and of their financial performance and cash flows for the year then ended in accordance with misstatement of this other information, we are required to report that fact. We have
Sri Lanka Accounting Standards. nothing to report in this regard.
Total Asset 52 248 100% 48.140 100% Basis for Opinion Responsibilities of the Directors and Those Charged with Governance for the
otal Assets (] ( Financial Statements
’ ’ We conducted our audit in accordance with Sri Lanka Auditing Standards (SLAuSs). Our
responsibilities under those standards are further described in the Auditor’s Responsibility The Directors are responsible for the preparation of financial statements that give a
for the Audit of the Financial Statements section of our report. We are independent of the true and fair view in accordance with Sri Lanka Accounting Standards and for such
Group in accordance with the Code of Ethics issued by CA Sri Lanka (Code of Ethics) and internal control as the Directors determines is necessary to enable the preparation
Liabiliti we have fulfilled our other ethical responsibilities in accordance with the Code of Ethics. We of financial statements that are free from material misstatement, whether due to
labitities believe that the audit evidence we have obtained is sufficient and appropriate to provide a fraud or error.
basis for our opinion.
In preparing the financial statements, the Directors are responsible for assessing
0 o/ || Key Audit Matters the Group’s ability to continue as a going concern, disclosing, as applicable, matters
Due to Banks 22-571 43% 23-426 49% related to going concern and using the going concern basis of accounting unless
Key audit matters are those matters that, in our professional judgment, were of most the Directors either intend to liquidate the Group or to cease operations, or has no
significance in our audit of the financial statements of the current period. These matters were realistic alternative but to do so.
e - 0 o/.||addressed in the context of our audit of the financial statements as a whole, and in forming
Due to Related Parties DEDOSItS 220 0% 46 0% our opinion thereon, and we do not provide a separate opinion on these matters. Auditor’s Responsibility for the Audit of the Financial Statements
For each matter below, we have provided a description of how our audit procedures addressed The Di’refc;tors and those charged with governance are responsible for overseeing the
Deposits from Customers 20,256 39% 14,635 30% the matters in that context. Group's financial reporting process.
Kev audit matter How our audit procedures addressed the | Our objectives are to obtain reasonable assurance about whether the financial
Yy key audit matter statements ézs a yvhole are frge from matenﬁl mlsslta(tjement, whether d}ge to fragJId
; 0 0 or error, and to issue an auditor's report that includes our opinion. Reasonable
Other borrowmgs - 0% - 0% Impairment of loans and advances, lease and hire | We assessed whether the Company and the | assurance is a high level of assurance, t?ut is not a guarantee thatgn audit conducted
purchase rental receivables. Group’s impairment computations and underlying | in accordance with SLAUS will always detect a material misstatement when it exists.
gﬁemft)gO'Ogy ?!jlgn ;'Ylth thef fequfemeSTS of SLFRS | Misstatements can arise from fraud or error and are considered material if,
Other Liabilities 2,243 5% 3,352 7%||| referto accounting policy No. 4.5.7 - Impairment of Conv(glmon’corr;f;t:dra r'ggpoonse;wfr;?eindﬁgtor;,orpﬁg Ien(fjolxgj#ﬁ(lzl):jeo&slPonasgg;el?saéfs' g:fgn%%utlﬁerggggngfb%egi ﬁggﬁg}aeldsggtelgleuﬁgce the
financial assets and Note 11 - Impairment charges regL_JIator,_and CA_ Sri Lanka based on the best
for loans and other losses together with Notes | available information up to the date of ourreport. - | As part of an aut]jcit in accordance with SLAUSs, we exercise professional judgment
Total Liabilities 45.290 87% 41.459 86%] || 23.24 and 25 for details of impairment provisions | ¢, dit d designed to obtai and maintain professional skepticism throughout the audit. We also:
’ ’ carried as at 31March 2023. st?frﬂc?:ntl an%rgggrg;iatwezsuditees\:igdlence, ?nc?udianlg . ; " : ; i
amongst others the following: 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
The assessment of impairment requires significant | _ Evaluated design, implementation, and operating those risks, and obtain audit evidence that is sufficient and appropriate to provide
. jud tby the C dG d h - ' e o a basis for our opinion. The risk of not detecting a material misstatement resulting
Equity jucgment bythe Lompany and sroup andmay nave | effectiveness of controls over estimation of | ¢ s 4 i higher than for one resulting from error, as fraud may involve collusion,
a significant impact on the financial statements. | impairment of loans and receivables, which f intenti i P . tati th ide of int | trol
Given the subjectivity and reliance on estimates | included assessing the level of oversight, review, orgery, intentional omissions, misrepresentations, or the override of internal control.
: . ; P d approval of impairment policies by the Board . . . - .
. o 0 and judgments inherent in the determination of the | 37 + Obtain an understanding of internal control relevant to the audit in order to design
Stated Capml 614 1% 614 1%, provision for impairment and historical issues in of Directors. audit procedures that are appropriate in the circumstances, but not for the purpose
relation to classifying loans as non-performing | + We checked the completeness and accuracy of of expressing an opinion on the effectiveness of the Group’s internal control.
o o advances (NPAs), the significance of the loans and | underlying data used in the computations. Evaluate th iat £ ti lici d and th bl £
Statutory Reserie Fun 1,002 2% 977 290 vate se s st ecatis | I s o abw,tr ol procscur | oot he SEprOprstencss ofsocounting polcis e and e ressonatleness o
balances to these financial statements, the inherent \;ver? Z?rfgrmle.d' . .
. . i ; or individual impairmen + Conclude on the appropriateness of the Directors’ use of the going concern
Retained Earnings 3,762 7% 3,500 7% ;o;zZﬁ:tiymog;r::e:::zzz;ii ?:;etfeu;iilt%f - We tés}led COHFFOLﬂVSFthe tidmeW i‘deg}iﬂcatim of | basis of accounting agz, b%sed on the audit evidence obtained, whe?her% material
; X . potentially impaired loans and receivables. uncertainty exists related to events or conditions that may cast significant doubt
required disclosures set out by the requirements of the G 's ability t ti i If lude that terial
Other R 1 580 3% 1590 L% SLFRS 7 financial instruments: Disclosures, we | * We tested the sample of loans and receivables to Sgceretairz?;giigtsl,Iv%eoa(r::r:elgﬂﬁe?jst%gdor?v% (E:i(t)'(necnet:'gn inwsu?'oglj:dlijtoer's I‘aep%lT?oe{Lae
€I Reserves , o ) 0| determined this to be a matter of most significance ;’ﬂ;g‘;mgm?gig::i';?) ﬁé%néggfizmﬁémh 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 u
to our audit. timely manner. to the dayte of OEJI' auditor’s report. However, future events or conditions may causg
Total Equity 6,958 13% 6,681 14% Impairment allowances represent managements | * We selected a sample of large customers the Group to cease to continue as a going concern.
best estimate of the losses incurred within the mﬁsiﬁm;[‘y ig:s{:}:g"fy r;hgszggﬁ:mtze:}e ;’;’fr: + Evaluate the overall presentation, structure, and content of the financial statements,
. T o o loan portfolios at the reporting date. They are | significant increase in credit risks, having signs including the disclosures, and whether the financial statements represent the
Total Eqmty and Liabilities 52,248 100% 48,140 100% calculated on a collective basis for portfolios of | of deterioration, or in areas of emerging risk underlying transactions and events in a manner that achieves fair presentation.
loans of a similar nature (the collective impairment gisdsec?nes(fd;?na'nsﬁev?fﬁﬁr"ﬂnc"eﬁ;ﬁﬁ‘aﬁgnv(mﬂi We communicate with those charged with governance regarding, among other
Net Asset Value Per Sh [R ] 206 198 model) and on an individual basis for significant macro—economigc snvimnn?em) matters, the planned scope and timing of the audit and significant audit findings,
eUAsset value Fer ohare (Rs. loans (individual impairment model). Both models ’ inccligjtding any significant deficiencies in internal control that we identify during our
used by the company utilize arrears as the primar We assessed the reasonableness of | audil.
impairr{\ent trigger; ):wwever there is a risk thayt management's  estimated  future  recoveries ; : ;
Note: Amounts stated are in net of impairment and depreciation other impaitment riggers are not dentified o a | "cUdng the expected fuure cash flows,discount | e 8160 PIoVIde, those charged With govenance Wil a statement, that we bave
. . te, and th luati f collateral held. We al
CERTIFICATION timely basis. Li,;paar:ed tﬁevscl:f];ﬁpefo\,‘;?iei ear;ain; p,e\,?c,i;?, irrl]dfpendence, ant()iI t(t)) c?rznmuhr}ifatg with them ?jll relaéionshipsdan?1 other r?attglrs
: estimated amounts of future recoveries. at may reasonably be thought to bear on our independence, and where applicable,
: - related safeguards.
For the collective impairment model (ECL model), .
. . . . . . * Wi luated th ted bl f
We, the undersigned, being the Deputy Chairman & Managing Director, Assistant || impairment is calculated on a modeled basis | the provisions made with particular focus on the | From the matters communicated with those charged with governance, we determine
for portfolios of loans and advances. This is | prevailing uncertain and volatile macro-economic thosemattersthatwereofmostfsigniﬁcance|ntheaud|toftheﬁnancia|statementsof
i i i i b | d ad idered under | environment in high-risk industries, strategic | the current period and are therefore the key audit matters. We describe these matters
Genaral Manager(AGM) Finance and the Comp“ance Officer of Alliance Finance tr:za::defacr;;azseala:agc:jmctg:zl;r:mzzn: responsive actions are taken, collateral values, and | in our auditor’s report unless law or regulation precludes public disclosure about the
. ) ) P _g - the value and timing of recoveries. matter or when, in extremely rare circumstances, we determine that a matter should
Company PLC certify jointly that: with refatively small ‘individual balances. The | oo o) ve imoairment not be communicated in our report because the adverse consequences of doing
key assumptions and judgments made by the W dth et f the inout so would reasonably be expected to outweigh the public interest benefits of such
. . . . : f . o e assesse e completeness O e Inpu i i
(a) the above statements have been prepared in compliance with the format and || Company underlie the calculation of impairment. | i o* [ceq™ S ® im EEE ™ Ciations by | COmunieation.
def bed by the Central Bank of Sri Lanka (CBS v i esiating mpament. There re s | Sees of Sossmrts met wioonsion. ox w | RePOTton Other Legal and Regulatory Requirements
efinitions prescribe the Central Bank of Sri Lanka (CBSL); : ‘ : oo of impai
P y ( ) several key assumptions made by the Company :ﬁo\’,\féf]‘z:"rml:’;?n;he gglﬁ;ﬁ“;’_‘;scs’ifst';jpa'”;ued”i: Agt rQQudireclil t%y $efction t1‘ 63 (22j of tlhe (%_omp?ﬂiets Act No. _07doff 23?7, w;thav&e
. . . . i lying the requirements of SLFRS 9 to the ° obtained all the information and explanations that were required for the audit and,
(b) the information contained in these statements have been extracted from the || - **° techniques. inati i
| including the identification of the | as far as appears from our examination, proper accounting records have been kept
ECL mode |n.c.ud|ngt e identi |cat|on'o the loss ) ) ) . by the Company.
audited ﬁnancial statements Of the Com an stage, probability of default (PD), loss given default We obtained a review report from our internal
pany. (LGD), macroeconomic scenarios including their zﬁﬂer:n;%;vz':f;ﬁ) tgs 'L"p?g?e;;gezﬁgglogﬁ{ CA Sri Lanka membership number of the engagement partner responsible for signing
P A 9 s weighting and judgments over the use of data | jecocced the maﬂagemyent's compgtation " of this independent auditor’s report is 3534
/2 " inputs required. the Expected Credit Loss (ECL) model, including
staging, segmentation, Probability of Default (PD),
RKER de Slm oorecer A.DD. Tillakaratne RL. Hewage The prevaling uncertain and volatie macro- | Lgss Given Default (LGD), and the appropriteness Cdimdan M :
eputy Chairman anaging Lirector - rinance ompliance Dtticer economic environment, continued disruption to : : - :
g -based I X
27-06-2023 || economic activities have meant that assumptions scenario-based analysis assumptions Edirisinghe & Co.,
. : . . . regarding the economic outlook are more uncertain | * Recalculated the ECL on sample basis, by using Chartered Accountants
ﬁIREGISTERED The first Company in the Banking and Non-banking sector of Sri Lanka || \icn  combined  with varying government | the key assumptions used in the models, such as g;)kjmbozozs
Lpe . . ! PD and LGD. -June-
i& @l\\ to be certified with ISO 9001:2015 Quality Management system and ISO | responses, increases the level of judgment required
[N . - .
i . PR by the Company and the Group in estimating | - We assessed the adequacy of the related financial
M\IEMT.SYZS4 22301:2012 for Business Continuity Management Systems. impairment allowances. sttement disclosures wilh reevant. accounting
DNV Certiication B.V.. The Netheriands . . tandard requirements.
Lanka Rating Agency (SL) BBB- with stable outlook s

nce Finance Company PLC “Alliance House”, 84,
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