ABANS FINANCE PLC

AUDITED FINANCIAL STATEMENTS FORTHE YEAR ENDED 31 MARCH 2024

STATEMENT OF COMPREHENSIVE INCOME STATEMENT OF FINANCIAL POSITION SELECTED KEY PERFORMANCE INDICATORS
Year anded 31 March 2354 23523 As at 31 March 2354 23523 As at 31 March 2024 2023
- - Asset - Regulatory Capital Adequacy (%) Actual Required Actual | Required
ssets
Income 2,863,207,931| 2,857,850,498 | Cash and Bank Balances 160,835,567 371,545,331 || Tier 1 Capital Adequacy Ratio 21.81 8.5 19.79 8.5
Placement with Banks 1,266,431,226 433,981,434 || Total Capital Ratio 21.81 12.5 20.84 12.5
Interest Income 2,606,301,957 | 2,651,738,774 | Repurchase Agreements 315,294,233| 271,331,939 || Capital Funds to Total Deposit Liabilities Ratio 4836 10 54,07 10
Interest Expense (1,393,853,695)|(1,230,834,778)|| | oans and Advances 915,609,768| 1,019,648,500 - -
Net Interest Income 1,212,448,262 | 1,420,903,996 || Lease Rentals Receivable & Stock out on Hire 6,775,412,023| 7,787,483,346 || Quality of Loan Portfolio (%)
Financial Investments at Fair Value through P&L 591,848,876 8,613,335 || Gross Stage 3 Loans Ratio 34.94 35.83
Fee and Commission Income 208,700,499 | 190,985,038 || Equity Instruments at Fair Value through OCI 80,400 80,400 || Net Stage 3 Loans Ratio 22.42 27.06
Fee and Commission Expense (30,402,970)|  (26,548,114)|| Debt Instruments at Amortized Cost 430,455,264 713,692,026 || Net Stage 3 Loans to Core Capital Ratio 80.18 125.26
Net Fee and Commission Income 178,297,529 | 164,436,924 || Other Financial Assets 97,810,135 112,611,633 || Stage 3 Impairment Coverage Ratio 347 253
Real Estate Stock 40,273,387 38,468,202 || Total Impairment Coverage Ratio 15.61 12.25
Net Gain/(Loss) from Trading 31,415,061 2,650,600 || Other Non Financial Assets 62,438,913 88,215,996
Other Operating Income (net) 16,790,414 12,476,086 || Property, Plant & Equipment 189,209,476 168,485,711 Profitability (%)
Intangible Assets 22,172,553 23,126,958
Total Operating Income 1,438,951,266 | 1,600,467,606|| Right-of- use Assets 142,449,114| 151,375,430 || Net Interest Margin 11.01 13.06
Return on Assets 0.94 3.28
Total Assets 11,010,320,936| 11,188,660,241 || Return on Equity 345 13.16
Credit Loss Expense on Financial Assets (382,424,952)| (82,156,790) Liabilities Cost to Income Ratio 58.55 52.22
X Due to Banks 48,270,764 2,087,507
Net Operating Income 1.056,526,314 | 1,518,310816 || iy o+ customers 6,366,847,674| 5376,613,892 || Liquidity (%)
Operating Expenses Other Borrowed Funds 615,027,140 1,953,023,415 || Available Liquid Assets to Required Liquid Assets
Personnel Costs (383,236,706)| (399,834,364) Other Financial Liabilities 718,032,879 561,484,647 || (Minimum 100%) 321.94 212.41
D . - o P Other Non Financial Liabilities 64,773,615 59,890,451 || Liquid Assets to External Funds 29.26 15.64
epreciation & Amortization (74,662,134)| (66,347,264) Current Tax Liabilities 58 471051 214913361
Other Operating Expenses (384,579616)] 369634023 1 (e red Tax Liabilities 18,494,556 13,251,024
Retirement Benefit Liabilit i i
Operating Profit before Taxes on Financial Services 214,047,858 | 682,495,165 Total Liabiliti Y 41,284,829 37,432,541 || Memorandum information
T Financial Servi otal Liabilities 7,931,202,508| 8,218,696,838
axes on Financial Services (104,635,017)| (149,266,744) Shareholders' Fund Number of Branches 1 10
areholders' Funds
- Number of Service Centres 8 9
Profit before Taxation f i 109,412,841| 533,228,421/ Stated Capital 1,321,097,699| 1,321,097,699 o .
rofit before Taxation from Operations Retained Earnings 912,324,112 535,358,397 External Credit Rating BBB+ (Ika) / Negative BBB-+(lka)/RWN
Outlook
Income Tax Expenses (5,074,791 (178,165,934)|| Other Reserves 845,696,617 1,113,507,308
Profit for the Year 104,338,050 | 355,062,487 . L.
Total Shareholders' Funds 3.079.118428| 2,969,963,403 Regulatory Deposit Restrictions Please refere the note* No Restrictions
: Cap on total Deposits (Rs. Mn
Other Comprehensive Income (OCI) Total Liabilities and Shareholders' Funds 11,010,320,936 | 11,188,660,241 || posits (Rs. Mn)
Items that will not be reclassified to profit or loss * Central Bank of Sri Lanka has imposed a deposit cap of Rs. 6.5 Bn with effective from 18th October 2023.
Actuarial Gains/(Losses) on Defined Benefit Plan 3,468,893 (3,108,334) _ - - — — - - - - — —
Deferred Tax Effect of above (1,040,668) 932,500 || Capital Adequacy ratios Inleates the abll{ty of the financial |ns.t|tut|on to ab.sorb'losses W|t.hout affgctlr)g depositors and cred|tqrs. This raFlo is computed by dividing
5428275 (2175,834) capital by risk weighted assets as specified by the Direction, and high ratio indicates better loss absorption capacity.
. . e iy Non-Performing Loans ratio Indicates level of non-paying loans and advances included in the total loans portfolio of the financial institution. High ratio indicates poor
Items that will be reclassified to profit or loss assets quality and high credit risk.
Surplus from Revaluation of Property, Plant & Equipment 3,412,500 80,000 | ™ provision Coverage ratio Indicates the adequacy level of provision to cover problem loans and advances. A higher ratio with a higher capital adequacy ratio means
Deferred TaX. Effect of above ) (1,023,750) (24,000) that the financial institution can withstand future credit losses better, including unexpected losses beyond the loan loss provision
Tax change impact on Revaluation Reserve - (7,781,972)| | Net Interest Margin Indicates profitability of the core business operation of the financial institution. i.e. granting loans and advances and accepting deposits.
2388750 (7,725,972) Cost to income ratio Represents operating expense, excluding impairment charges on loans and advances as a percentage of net revenue (net interest income
- = and other income). Lower ratio will resultant in higher profitability.
Other Comprehensive Profit/(Loss) for the year, Net of Tax 4,816,975 (9,901,806)|| Liquid Assets A qu'uid asset ?s an asset that can easily be converted into cash.
Total Comprehensive Income for the Year 109,155,025 | 345,160,681 CaP Maximum limit imposed by the CBSL.
Downsizing Gradual reduction of the business operation imposed by the CBSL.
. . . . Freezing An order of CBSL that is in place preventing further transactions of the Company.
Earnings Per Share : Basic / Diluted (Rs.) 142 4.82 Tier 1 Capital Represents permanent shareholder equity and reserves.
Total Capital Represents Tier 1 and supplementary capital including instruments with characteristics of equity and debt, revaluation gains, impairment
These Financial Statements are in compliance with the requirements of the Companies Act No. allowances.
07 of 2007. Risk Weighted Assets Sum of on-balance sheet risk weighted assets and the total credit equivalent of risk weighted off-balance sheet assets.
(Sqnd.) Tier 1 Capital ratio Tier 1 capital as a percentage of risk weighted assets
B g p éamantha (Chief Financial Officer) Tota.I Capital ratio ToFaI capita! as a percentage of risk weighted assets. _
Capital Funds Paid up capital, permanent free reserves and any other securities approved by the CBSL.
The Board of Directors is responsible for the Financial Statements. Signed for and on behalf of Non-Performing Loan Aloan in which the borrower has defaulted and hasn't made scheduled payments of principal or and / interest as per the stipulated
the Board by, guidelines issued by CBSL.
Net Interest Margin Annualised net interest income (interest income less interest expenses) as a percentage of interest earning assets (Based on average values).
(Sgnd.) K J C Perera (Director) (Sgnd.) R. Pestonjee (Director) Return on Assets Annualised profit after tax as a percentage of total assets (Based on average values).
Return on Equity Annualised profit after tax as a percentage of total capital (Based on average values).
10 June 2024 Colombo External Funds Includes only deposits and borrowings.
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In addressing the adequacy of the allowances for expected credit losses of financial assets, our procedures

Allowances for expected credit losses of Loans and Advances and

), Galle Road

Building a better ek v N included the following key procedures:
working world P.0. Box 101 Lease rentals receivable & stock out on hire ) . . )
Colombo 03, Sri Lanka + Assessed the alignment of the Company’s allowance for expected credit losses computations and underlying
Allowances for expected credit losses of Loans and Advances and Lease methodology including responses to economic conditions with its accounting policies, based on the best
HLF/KMW/DRM rentals receivables & stock out on hire amounting to LKR 1,238Mn available information up to the date of our report.
, arising from Loans and advances and Lease rentals receivable & stock « Evaluated the design, implementation and operating effectiveness of controls over estimation of expected
INDEPENDENT AUDITORS’ REPORT out on hire of LKR 8,929Mn (Note 19 & 20) is determined by the credit losses , which included assessing the level of oversight, review and approval of allowances for expected
TO THE SHAREHOLDERS OF ABANS FINANCE PLC . - . : ) L
management based on the accounting policies described in Note credit losses, policies and procedures by the Board and the management.
3.1.10. . ) . .
Report on the Audit of the Financial statements Checked the cpmpleteness, accur.acy and reasonableness of the underlying data' used in the expected credit
This was a key audit matter due to loss computations by cross checking to relevant source documents and accounting records of the Company.
Opinion « Evaluated the reasonableness of credit quality assessments and related stage classifications.
i i ; : + Assessed the reasonableness of the judgements, assumptions and estimates used by the management in
We have audited the financial statements of Abans Finance PLC (“the Company"), which comprise the statement of - The involvement of significant management judgments, assumptions assumed future occurrence of even:s/o? transactions inSIuding the value and the tir¥1ing of casg flow forecasts
financial position as at 31 March 2024, and the statement of comprehensive income, statement of changes in equity and Ievel. of estimation uncertainty associated in management > status of recovery actions of the collaterals, forward-looking macroeconomic scenarios and their associated '
and statement of cash flows for the year then ended, and notes to the financial statements, including material expectation of future cash flows to recover such financial assets’; and 4 ' 9

weightages.

accounting policy information. . ) .
9 policy « Assessed the adequacy of the related financial statement disclosures set out in notes 19 and 20.

« The materiality of the reported amount allowance of expected credit

In our opinion, the accompanying financial statements give a true and fair view of the financial position of the losses and use of complex calculations in its determination.

Company as at 31 March 2024, and of its financial performance and its cash flows for the year then ended in o . . .
accordance with Sri Lanka Accounting Standards. Key areas of significant judgements, assumptions and estimates

) - used by management included: assumed future occurrence of
Basis for opinion

We conducted our audit in accordance with Sri Lanka Auditing Standards (SLAuSs). Our responsibilities under those events and/or transactions and forward-looking macroeconomic
standards are further described in the Auditor’s responsibilities for the audit of the financial statements section of our scenarios and their associated weightages, which are subject to
report. We are independent of the Company in accordance with the Code of Ethics for Professional Accountants inherently heightened levels estimation uncertainty.

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. Information Technology (IT) systems related internal controls over Our audit procedures included the following;
financial reporting

Key audit matters « Obtained an understanding of the internal control environment of the relevant significant processes and test

Company’s financial reporting process is significantly reliant on multiple IT checked key controls relating to financial reporting and related disclosures.
Key audit matters are those matters that, in our professional judgment, were of most significance in the audit of the systems and related internal controls. Further, key financial statement - Involved our internal specialized resources and;
financial statements of the current period. These matters were addressed in the context of the audit of the financial disclosures are prepared using data and reports generated by IT systems, - Obtained an understanding of IT Governance structure of the Company.
statements as a whole, and in forming the auditor’s opinion thereon, and we do not provide a separate opinion on that are complied and formulated with the use of spreadsheets. - Identified, evaluated and tested the design and operating effectiveness of IT systems related internal controls over
these matters. For each matter below, our description of how our audit addressed the matter is provided in that financial reporting, relating to user access and change management.
context. Accordingly, IT systems related internal controls over financial reporting « Obtained a high-level understanding of the cybersecurity risk relevant to the Company and the actions taken to
We have fulfilled the responsibilities described in the Auditor’s responsibilities for the audit of the financial were considered a key audit matter. isg::;ctgsts; rigi'i(s primarily through inquiries related to processes and controls implemented to address

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.

«Tested source data of the reports used to generate disclosures for accuracy and completeness.

Other information included in the 2024 Annual Report
Other information consists of the information included in the Company’s 2024 Annual Report, other than the
financial statements and our auditor’s report thereon. Management is responsible for the other information.
The Company’s 2024 Annual Report is expected to be made available to us after the date of this auditor’s report.

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

4. 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,

Our opinion on the financial statements does- not cover the other information and we will not express any form 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

of assurance conclusion thereon. 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
In connection with our audit of the financial statements, our responsibility is to read the other information and in going concern.

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. 5. 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.
Responsibilities of management and those charged with governance for the financial statements p

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 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
enable the preparation of financial statements that are free from material misstatement, whether due to fraud or error. deficiencies in internal control that we identify during our audit.

In preparing the financial statements, management is responsible for assessing the Company’s ability to continue as

a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of 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,
accounting unless management either intends to liquidate the Company or to cease operations, or has no realistic 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.
alternative but to do so.

From the matters communicated with those charged with governance, we determine those matters that were

Those charged with governance are responsible for overseeing the Company’s financial of most significance in the audit of the financial statements of the current period and are therefore the key
reporting process. audit matters. We describe these matters in our auditor’s report unless law or regulation precludes public
. . . . discl h hen, i I i 3 ine th, houl o
Auditor’s responsibilities for the audit of the financial statements Isclosure al?out t 'e matter or when, in extremely rare circumstances We'determlne that a matter should not
be communicated in our report because the adverse consequences of doing so would reasonably be expected 7
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from to outweigh the public interest benefits of such communication.
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. No. 456,
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 Report on Other Legal and Regulatory Requirements R- A- De Mel Mawathal
and are considered material if, individually or in the aggregate, they could reasonably be expected to influence the COIOmbO 03
economic decisions of users taken on the basis of these financial statements. 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 Tel: 01 1 2208888, FaX: 01 1 23 755 1 7
As part of an audit in accordance with SLAuUSs, we exercise professional judgement and maintain professional records have been kept by the Company.

skepticism throughout the audit. We also:
CA Sri Lanka membership number of the engagement partner responsible for signing this independent

1. identify and assess the risks of material misstatement of the financial statements, whether due to fraud or auditor’s report is 3755.
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. o\ .
2. 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 12 June 2024

Licensed Finance Company by the Monetary Board of Central
Bank of Sri Lanka under the Finance Business Act No. 42 of 2011

effectiveness of the Company’s internal controls. Colombo
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Allowances for expected credit losses of Loans and Advances and
Lease rentals receivable & stock out on hire

Allowances for expected credit losses of Loans and Advances and Lease
rentals receivables & stock out on hire amounting to LKR 1,238Mn
arising from Loans and advances and Lease rentals receivable & stock
out on hire of LKR 8,929Mn (Note 19 & 20) is determined by the

g\iaq%gement based on the accounting policies described in Note

included the following key procedures:

In addressing the adequacy of the allowances for expected credit losses of financial assets, our procedures

« Assessed the alignment of the Company’s allowance for expected credit losses computations and underlying
methodology including responses to economic conditions with its accounting policies, based 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.

« Checked 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.

« Assessed the reasonableness of the judgements, assumptions and estimates used by the management in
assumed future occurrence of events/or transactions including the value and the timing of cash flow forecasts,
status of recovery actions of the collaterals, forward-looking macroeconomic scenarios and their associated
weightages.

« Assessed the adequacy of the related financial statement disclosures set out in notes 19 and 20.

INDEPENDENT AUDITORS’ REPORT

TO THE SHAREHOLDERS OF ABANS FINANCE PLC This was a key audit matter due to

+ The involvement of significant management judgments, assumptions
and level of estimation uncertainty associated in management’s
expectation of future cash flows to recover such financial assets’; and

Report on the Audit of the Financial statements
Opinion

We have audited the financial statements of Abans Finance PLC (“the Company”), which comprise the statement of
financial position as at 31 March 2024, 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 material
accounting policy information.

+ The materiality of the reported amount allowance of expected credit
losses and use of complex calculations in its determination.

Key areas of significant judgements, assumptions and estimates
used by management included: assumed future occurrence of
events and/or transactions and forward-looking macroeconomic
scenarios and their associated weightages, which are subject to
inherently heightened levels estimation uncertainty.

In our opinion, the accompanying financial statements give a true and fair view of the financial position of the
Company as at 31 March 2024, 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 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.

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

Our audit procedures included the following;

+ 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 an understanding of IT Governance structure of the Company.

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

+ Obtained a high-level understanding of the cybersecurity risk relevant to the Company and the actions taken to
address these risks primarily through inquiries related to processes and controls implemented to address
cybersecurity risks.

«Tested source data of the reports used to generate disclosures for accuracy and completeness.

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

Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in the audit of the
financial statements of the current period. These matters were addressed in the context of the audit of the financial
statements as a whole, and in forming the auditor’s 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.

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

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.

2. Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Company’s internal controls.

3. Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related disclosures made by management.
Other information included in the 2024 Annual Report
Other information consists of the information included in the Company’s 2024 Annual Report, other than the 4.
financial statements and our auditor’s report thereon. Management is responsible for the other information.
The Company’s 2024 Annual Report is expected to be made available to us after the date of this auditor’s report.
Our opinion on the financial statements does- not cover the other information and we will not express any form
of assurance conclusion thereon.

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.

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.

5. 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.

Responsibilities of gement 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.

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.

Abans Finance PLC,

No. 456,
R. A. De Mel Mawatha,
Colombo 03.
Tel: 011 2208888, Fax: 011 2375517

In preparing the financial statements, management is responsible for assessing the Company’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 Company or to cease operations, or has no realistic
alternative but to do so.

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.

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.

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.

Licensed Finance Company by the Monetary Board of Central
Bank of Sri Lanka under the Finance Business Act No. 42 of 2011

\Abans™Y

As part of an audit in accordance with SLAuUSs, we exercise professional judgement and maintain professional

skepticism throughout the audit. We also: CA Sri Lanka membership number of the engagement partner responsible for signing this independent

auditor’s report is 3755.

A2

12 June 2024
Colombo

1. 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.

2. Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company’s internal controls.
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Key audit matter How our audit addressed the key audit matter

Allowances for expected credit losses of Loans and Advances and
Lease rentals receivable & stock out on hire

EY

Building a better
working world

In addressing the adequacy of the allowances for expected credit losses of financial assets, our procedures
included the following key procedures:

< Allowances for expected credit losses of Loans and Advances and Lease « Assessed the alignment of the Company'’s allowance for expected credit losses computations and underlying
HLF/KMW/DRM rentals receivables & stock out on hire amounting to LKR 1,238Mn methodology including responses to economic conditions with its accounting policies, based on the best
arising from Loans and advances and Lease rentals receivable & stock available information up to the date of our report.
INDEPENDENT AUDITORS’ REPORT out on hire of LKR 8,929Mn (Note 19& 20) 1S Qetermlﬁed b}’ the « Evaluated the design, implementation and operating effectiveness of controls over estimation of expected
TO THE SHAREHOLDERS OF ABANS FINANCE PLC gntl?lq%%;ement based on the accounting policies described in Note 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.
Report on the Audit of the Financial statements This was a key audit matter due to « Checked 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.

« Assessed the reasonableness of the judgements, assumptions and estimates used by the management in
assumed future occurrence of events/or transactions including the value and the timing of cash flow forecasts ,
status of recovery actions of the collaterals, forward-looking macroeconomic scenarios and their associated
weightages.

« Assessed the adequacy of the related financial statement disclosures set out in notes 19 and 20.

Opinion « The involvement of significant management judgments, assumptions
and level of estimation uncertainty associated in management’s

We have audited the financial statements of Abans Finance PLC (“the Company”), which comprise the statement of . h 3
expectation of future cash flows to recover such financial assets’; and

financial position as at 31 March 2024, 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 material

N o X « The materiality of the reported amount allowance of expected credit
accounting policy information.

losses and use of complex calculations in its determination.

In our opinion, the accompanying financial statements give a true and fair view of the financial position of the Key areas of significant judgements, assumptions and estimates
Company as at 31 March 2024, and of its financial performance and its cash flows for the year then ended in used by management included: assumed future occurrence of
accordance with Sri Lanka Accounting Standards. events and/or transactions and forward-looking macroeconomic
Basis for opinion scenarios and their associated weightages, which are subject to
We conducted our audit in accordance with Sri Lanka Auditing Standards (SLAuSs). Our responsibilities under those inherently heightened levels estimation uncertainty.

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 for Professional Accountants

issued by CA Sri Lanka (Code of Ethics) and we have fulfilled our other ethical responsibilities in accordance with the Information Technology (IT) systems related internal controls over Our audit procedures included the following;
Code of Ethics. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis financial reporting
for our opinion.

« 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.

K git Company’s financial reporting process is significantly reliant on multiple IT « Involved our internal specialized resources and;

it matter: i i !
ey au atters systems and related internal controls. Further, key financial statement - Obtained an understanding of IT Governance structure of the Company.

4 ) o o ) 4 disclosures are prepared using data and reports generated by IT systems, + Identified, evaluated and tested the design and operating effectiveness of IT systems related internal controls over

Key audit matters are those matters that, in our professional judgment, were of most significance in the audit of the that are complied and formulated with the use of spreadsheets. financial reporting, relating to user access and change management.
financial statements of the current period. These matters were addressed in the context of the audit of the financial - Obtained a high-level understanding of the cybersecurity risk relevant to the Company and the actions taken to
statements as a whole, and in forming the auditor’s opinion thereon, and we do not provide a separate opinion on Accordingly, IT systems related internal controls over financial reporting address these risks primarily through inquiries related to processes and controls implemented to address
these matters. For each matter below, our description of how our audit addressed the matter is provided in that were considered a key audit matter. cybersecurity risks.
context. « Tested source data of the reports used to generate disclosures for accuracy and completeness.

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 2. 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
financial statements. The results of our audit procedures, including the procedures performed to address the matters an opinion on the effectiveness of the Company’s internal controls

below, provide the basis for our audit opinion on the accompanying financial statements. P pany .

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

Other information included in the 2024 Annual Report
Other information consists of the information included in the Company’s 2024 Annual Report, other than the 4. 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

financial statements and our auditor’s report thereon. Management is responsible for the other information. 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,
The Company’s 2024 Annual Report is expected to be made available to us after the date of this auditor’s report. 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

Our opinion on the financial statements does- not cover the other information and we will not express any form .
going concern.

of assurance conclusion thereon.

ldn connection g'th 0;1” ar:‘d't;f thﬁ ﬁna?c'al statements, oyrllre§pon5|!olllty s Fohreﬁd ;Ihe OthTr information and in 5. Evaluate the overall presentation, structure and content of the financial statements, including the disclosures, and whether the financial statements represent the underlying
oing so, consider whether the other information is materially inconsistent with the financial statements or our transactions and events in a manner that achieves fair presentation.

knowledge obtained in the audit or otherwise appears to be materially misstated.

Responsibilities of g t 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 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
with Sri Lanka Accounting Standards, and for such internal control as management determines is necessary to deficiencies in internal control that we identify during our audit.

enable the preparation of financial statements that are free from material misstatement, whether due to fraud or error.

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,

In preparing the financial statements, management is responsible for assessing the Company’s ability to continue as . - ' & > )
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.

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 Company or to cease operations, or has no realistic

alternative but to do so. 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
Those charged with governance are responsible for overseeing the Company’s financial audit matters. We describe these matters in our auditor’s report unless law or regulation precludes public A b F : P LC
reporting process. disclosure about the matter or when, in extremely rare circumstances, we determine that a matter should not a n S I n a n Ce
Auditor’s responsibilities for the audit of the financial statements be communicated in QL{r report because the adverse consequences of doing so would reasonably be expected
to outweigh the public interest benefits of such communication. NO. 456’
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. R- A- De Mel Mawathal
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance Report on Other Legal and Regulatory Requirements ’ C I b 03
with SLAuUSs will always detect a material misstatement when it exists. Misstatements can arise from fraud or error olombo *
and are considered material if, individually or in the aggregate, they could reasonably be expected to influence the Tel: 01 1 2208888’ Fax: 01 1 237551 7

economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with SLAuUSs, we exercise professional judgement and maintain professional

Licen Finan mpan: he Monetar rd of Cen
skepticism throughout the audit. We also: censed Finance Company by the Monetary Board of Cent

Bank of Sri Lanka under the Finance Business Act No. 42 of 2

1. 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. o\ 2
2. Obtain an understanding of internal control relevant to the audit in order to design audit procedures g

that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 12 June 2024
effectiveness of the Company’s internal controls. Colombo




