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About Us

As the apex body of the Licensed Finance years, the Association’s members have
Companies (LFCs) sector in Sri truly driven change in the finance industry,
Lanka, the Finance Houses focusing on empowering lives through
Association (FHA) has enabled the financial inclusion, and building bankable
progress of Sri Lanka’s economy in myriad customers - thus propelling the industry to
ways. Initially established as a platform to greater heights.

unify and further enhance the relationship The association acts as the mediator

among the member companies, its role to Non-Banking Financial Institutes (NBFI)
has evolved over the years, positively sector and is driven by its passion to facilitate
impacting stakeholders far and wide, financial inclusion in Sri Lanka wich is vital
across the nation. for any country to achieve a sustainable
Constituting a diverse range of influential economic development. For 62 Years, the
finance companies, FHA’s legacy extends FHA has been a key influencer for Sri Lanka’s
far beyond policies and legislation. In economy by guiding its member companies
fact, as evidenced by our results over the and representing them at all times.
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THE FINANCE HOUSES ASSOCIATION OF SRI LANKA

Founded in 1958.
Incorporated under the Companies No. 17 of 1982 on 13 July, 2001

Objectives:

To promote, foster, protect and safeguard
the welfare of its members.

To ensure uniformity in procedure for
financing and regulate the proper conduct
of business by members

To advise, instruct and formulate

the proper procedure for proper
implementation of laws, rules and
regulations and other requirements that
may have been imposed on the members
in the course of their business.

To provide a forum where the members
could voice, comment, communicate,
discuss and resolve their problems or
make representations to the authorities
concerned.

To liaise with other national and
international institutions which have
common of similar objects.

Services:

*  Guidance in implementation of regulations
issued by the regulatory bodies

*  Representing the membership at
discussion with officials of the Central
Bank of Sri Lanka, the Commissioner of
Motor Traffic, the Commissioner General
of Inland Revenue etc.

e Public relations matters for and on behalf
of the members.

*  Organising of seminars, workshops and
training.

*  Providing a forum The Legal Circle for
Legal Officers of member companies to
discuss common legal issues, suggest
amendments and improvements to the
present laws and administration of justice
and take concerted action.

*  Providing guidance and leadership
in improving and widening business
activities and practices through planned
joint ventures. (Finance Houses
Consortium (Pvt) Ltd ).

. Circulation among members from time
to time, analyses of financial data of the
sector.
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Past Chairmen

Mr. Eardley de Silva

Mr. P. Nadesan

Mr. S.T.B.Harasgama

Mr. K. Selvanathan

Mr. D.K.Subramanium
Mr. I.M. Bathusha

Mr. H.D.Francis Perera
Deshabandu Dr. M.S.Gaffoor
Mr. H.L.de Sayrah

Mr. Walter Ediriweera

Mr. Nanda Amarasinghe
Mr. Dennis Viswasam

Mr. C.E.Duwearatchi

Mr. C. Wijenai

Mr. Pratapkumar de Silva
Deshamanya Lalith Kotelawela
Deshabandu George Ondaatjie
Mr. Lyle D.Peiris

Mr. T.H. Nooramith

Mr. E.H. Wijenaike

Mr. Kithsiri Wanigasekera
Mr. WignaSellamuttu
Mrs. Vagdevi Fernando
Mr. Rohan Tudawe

Mr. Shirley Perera

Mr. Hafeez Rajudin

Mr. Kamal Yatawara

Mr. Nalin Wijekoon

Mr. Ravi Yatawara

Mr. Kithsiri Wanigasekera
Mr. Krishan Thilakerathne

27/05/58 - 02/06/61
02/06/61 — 03/07/63
03/07/64 - 29/07/64
29/07/64 - 29/06/65
29/06/65 - 17/07/67
17/07/67 - 08.07.70

05/07/73 - 25/07/77
25/07/77 - 31/08/77
27/07/77 - 31/07/78
31/07/78 - 06/08/82
06/08/82 — 09/09/83
09/09/83 - 12/08/86
12/08/86 — 25/09/87
25/09/87 - 16/11/88
16/11/88 - 24/01/91
24/01/91 - 16/12/92
06/12/92 — 04/11/94
04/11/94 - 31/01/95
31/01/95 - 26/03/96
26/03/96 - 05/12/97
05/12/97 - 18/12/00
18/12/00 - 17/12/03
17/12/03 - 14/12/05
14/12/05 - 13/12/06
14/12/06 - 13/02/09
14/12/09 - 17/10/11

18/10/11 - 10/10/13
11/10/13 - 10/12/15
10/12/15 - 10/11/16
10/11/16 - 01/11/17
02/11/17 - 08/11/18

Arpico Finance Co. Ltd.

Hire Purchase Co. Ltd.
Collettes Finance Ltd.

Cey. Finance& Securities Ltd.
Mercantile Credit Ltd

United Motor Finance Co. Ltd.

Transport & Gen.Finance Co.Ltd.

Consolidated Finance Ltd.
Free Lanka Finance Ltd.
Mercantile Credit Ltd.

The Rupee Finance Co. Ltd.
The Finance Co. Ltd.
Eastern Investment Trust Ltd.
The Central Finance Co. Ltd.
Alliance Finance Co. Ltd.
The Finance Co. Ltd.
Mercantile Investments Ltd.
L. B. Finance Ltd.

Arpico Finance Co. Ltd.
Central Finance Co. Ltd.
Sinhaputhra Finance Ltd.
Finance Land Sales Ltd.
Commercial Credit Ltd.

Industrial Finance Ltd.

Central Investments & Finance Ltd.

Merchant Credit of Sri Lanka
The Finance Company PLC
Softlogic Finance PLC

LB Finance PLC

Abans Finance PLC

Commercial Leasing & Finance PLC

Mr. Roshan Abeygoonewardena 09/11/18 - 19/11/20 CDB Finance PLC
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FHA Counsil Members - 2020 -2021

Mr. Niroshan Udage
Deputy Managing Director -
LB Finance PLC -
Chairman- FHA

.i_'

Mr. Roshan Abeygoonewardena
Executive Director -
CDB Finance PLC

b

Mr. Sanjeewa Bandaranayake
Snr. DGM - Peoples Leasing
& Finance PLC -

iy

Mr. Chandrin Fernando
CEO- Arpico Finance PLC -

m“é

Mr. Krishan Thilakaratne
CEO - Commercial
Leasing & Finance PLC

9

|

Mr. Conrad Dias
CEO- LOLC Finance PLC

Mr. Priyantha Wijesekera
CEO- Softlogic Finance PLC

Mrs. Shiranthi Gunawardena

Mr. T M A Salla
Y Legal Consultant - FHA

CEO - Associated Motor Finance PLC
(Appointed to the Council from june 2021)

Mr. Ananda Seneviratne

Vice Chairman- FHA

2

Mr. Thushan Amarasooriya
CEO - Siyapatha Finance PLC - CEO - Singer Finance PLC

Vice Chairman- FHA

g ah

Mr. Arjuna Gunaratne Mr. Romani de Silva

Deputy CEO - CEO- Alliance Finance PLC
Central Finance PLC

Al

Mr. Chamindfi Prabhath Mr. Jayathilake Bandara
CEO- HNB Finance PLC - CEO Fintrex Finance PLC-

A

Mr. Dhanushka Fonseka
COO- Mercantile
Investment & Finance PLC

&

Mr. Denzil Mallawa Arachchi
Head of Secretariat - FHA-

Mr. Thilak Nanayakkara
DGM - Vallibel Finance PLC
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Attendance for Council Neetings -2020/2021

(September 2020 to August 2021)
No. of Meetings held - 11

Name of Company Name of Council Member Attended |Excused

1 |Alliance Finance Co. PLC Mr. Romani De Silva 11 0
2 |Arpico Finance Co. PLC ( up to May 2021) Mr. N C D Fernando 5 3
3 |Associated Motor Finance PLC (From June 2021) [Mr. T M A Sallay 3

4 |Central Finance Co. PLC Mr. Arjuna Gunaratne 10 1
5 |Citizen Development business & Finance PLC ~ |Mr.Roshan Abeygoonewardena 8 3
6 |Commercial Leasing & Finance PLC Mr. Krishan Thilakeratne 9 2
7 |Fintrex Finance Ltd Mr. H M Jayathilaka Bandara 9 2
8 |H N B Finance PLC Mr. B M D C Prabhath 11 0
9 |L B Finance PLC Mr. Niroshan Udage 11 0
10 |Lanka Orix Leasing & Finance PLC Mr. Conrad Dias 10 1
11 |Mercantile Investment & Finance PLC Mr. Dhanushka Fonseka 9 2
12 |Peoples Leasing & Finance PLC Mr. Sanjeewa Bandaranayake S 6
13 |Singer Finance Lanka PLC Mr. Thushan Amarasuriya 10 1
14 |Siyapatha Finance PLC Mr. Ananda Seneviratne 11 0
15 |Softlogic Finance PLC Mr. Priyantha Wijesekera S 5
16 | Vallibel Finance PLC Mr. Thilak Nanayakkara 11 0
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Changes of lember Companies 2020,/21

Name of Company

Name of retired CEO

Name of New CEO

Sinhaputhra Finance PLC

Mr. Saliya de Alwis

Mr. Chandika Weerakoon

AMW Capital Leasing & Finance
PLC

Mr. Pramuditha Mendis

Mr. Chamath Munasinghe

Dialog Finance PLC

Mr. Asanga Abeysundara

Mr. Nazeem Mohamed

MBSL Bank & Finance PLC

Mr. Jude Gamalath

Mr.Dammika Hapuhinna

Merged Members

1. Trade Finance Ltd with Commercial Credit & Finance PLC
2. Arpico Finance PLC with Associated Motor Finance PLC

Member name changes

1. Serendib Finance Ltd as CBC Finance Ltd
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Chairman’s Review

The year under review was idiosyncratic where the world as a whole had to face unprecedented
socio-economic challenges caused by the global pandemic of Covid 19. It is needless to say, Sri
Lanka being a developing country with a small economy had to face many obstacles in managing
the economy whilst controlling the pandemic. The disruptions caused by the pandemic severely
affected the economy and the financial system of Sri Lanka. Hence the importance of FHA, as the
apex body of the Non-Banking Financial Institutions was further emphasized in this period of high
uncertainty. FHA established 1958, thus far has come a long way in creating fellowship among
member companies and as a collective body we have been able to conquer many obstacles which

would have not been possible as individual institutions.

The overall operating environment in Sri Lanka was weakened in the year under review which is
evidenced by the contraction of real GDP by 3.6% in 2020. SMEs being the backbone of the econo-
my and the largest clientele of NBFIs, were hesitant in borrowing and investing in business oppor-
tunities due to the uncertainties caused by the evolvement of the pandemic. As a result the contribu-
tion of NBFIs to the total assets of the financial system came down to 5.9% in 2020 from 7.1% in
2019. Also the prolonged restriction on motor vehicle importation resulted in a negative manner on

the growth of sector assets.

Despite all the challenges, the FHA has made every effort in building a sound and solid industry
whilst discharging the duties and responsibilities towards all key stakeholders. Further we have
played an instrumental role in representing the NBFI’s views and concerns at the forums of policy
making. Also all our actions were mainly focused in uplifting the financial inclusion in Sri Lanka
which is mutually beneficial to the society as a whole and NBFIs. Moreover the role of FHA was
not limited only to regulator and customers but also to other stakeholder groups such as media,

government institutions, professional organizations, general public and beyond.

Further the subcommittees have been playing a key role in their respective areas which was tremen-
dously helpful in gathering knowledge and experience in industry specific issues. I believe that,
during the current period of stress the role of subcommittees became more important than ever.

Finally, I would like to take this opportunity to extend my sincere gratitude to my fellow council
members for their great support during the year. Also special thanks go to the Chairmen of subcom-
mittees and its members. The role as the chairman of FHA would have never been successful with-

out your support. So let’s get together to further strengthen the NBFI sector in Sri Lanka.

Niroshan Udage
Chairman/FHA
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Total Assets of the Financiol System

2019 (a) 2020 (b)
Share ~ Share
Rs. bn (%) Rs. bn (%)

Banking Sector
Central Bank
Licensed Commercial Banks {(LCBs)
Licensed Speciolised Banks (LSBs)

Other Deposit Taking Financial Institutions
Licensed Finance Companies (LFCs)
Co-operative Rural Bonks (¢}

Thrift and Credit Co-operative Societies

Specialised Financial Institutions
Specialised Leasing Componies (SLCs)
Licensed Microfinance Companies
Primory Deolers
Stock Brokers {c)

Unit Trusts / Unit Trust Monagement Companies {(¢)

Market Intermediories (d)
Venture Capital Componies

Contractual Savings Institutions
Insurance Companies
Employees’ Provident Fund
Employees’ Trust Fund
Approved Pension ond Provident Funds (e)
Public Service Provident Fund

14,4421 720 17,0879 725
1,919.4 96 2421.6 103
10,9440 545 12,8288 54.4
15787 79 11,8375 7.8

15532 77 16378 69
1,3908 69 11,3679 58
1617 08. 2689 2

08 00 _ . 08 00
286.7 14 4153 18
419 02 337 01

58 0.0 68 00
775 04 872 04

97. DO Ay 04
1138 046 1905 .08
18.4 01 | 401 03
195 8 - 99 O

3,787.5 189 4,4298 188
689.6 34 7901 34
2,540.4 127 28243 120
343.3 17 - 3804 16
149.1 07 3649 15
63.7 03 701 03

Total 20,0682 100.0 23,570.6 100.0
(0) Revised Source: Central Bank of Sri Lonko
{b) Provisional Department of Co-operative
(¢) Due to unavailability of doto for Q4 Development
2020, Q-0-Q growth for @3 2020 was  Department of Labour
used to estimate the asset base for year Deportment of Pensions

2020

(d) Includes Investment Managers, Margin
Providers, Underwriters and Credit Rating
Agencies and due to unavgilability of
data for Q4 2020, Q-0-Q growth for
Q3 2020 was used to estimate the asset
base for year 2020

{e) Due to unavailability of data, 2019 asset
base of Approved Pension ond Provident
Funds was taken as same as 2018.

Employees’ Trust Fund Boord
Insurance Regulatory Commission
of Sri Lanko
SANASA Federation
Securities and Exchange Commission
of Sri Lonko
Unit Trust Association of Sri Lanko
Venture Capital Companies
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FINANCIAL SECTOR PERFORMANCE AND SYSTEM STABILITY

Assets and Liabilities of Non-Bank Financial Institutions (a)

Rs. millien

End of Period 2016 2007 2008 2019 2020 (b)
ASSETS 1,211,891 | 1,354,991 | 1,431,332 1,432,675( 1,401,641
Cash and Bonk Balances 76,129 107,748 96,271 99,880 112,101
Cash in Hand 4,463 6,702 7,653 7,086 7,718
Demand Deposits with Commercial Banks 18,869 29,671 35,154 32030 41,504
Time and 3avings Depesits with Commercial Banks 81,175 67,187 50,323 58,854 &1,992
Deposits with Other Deposit Taking Institutions 1,623 4,184 3,140 1,914 854
Investments 111,708 118,068 109,667 132,150 158,840
Investments in Govemment of 5 Lanka Secunties 73,205 65,552 65,072 73427 75,585
Treasury Bills 462,679 58,603 62,806 71,768 61,305
Treasury Bonds 10,526 6,949 2,266 1,659 14,280
Shares Held for Trading Investments 6,221 4568 4,424 4070 3,324
Debentures 1,238 2544 5,440 3,695 4,553
Shares in Cther Companies 1,561 1,821 1,731 1,859 4,409
Shares in Subsidicries and Associate Companies 26,676 26,955 16,674 15,861 15,032
Investment Properfies 11,218 14,654 18,116 25252 29,510
Cither Investmenis 1,543 12 461 2,431 11,728 29,505
Prewision for Decline in Value of Investment Securifies -3.054 -10,487 -4,.222 -3,743 -3,079
Loans and Advances (Net) 962,672 | 1,057,097 | 1,137,044 1,102,738 1,039870
Leasing 490,412 554274 435 651 631,800 421,833
Hire Purchase 42241 27,183 19,112 14,824 11,771
Loans 431,332 475,989 452,413 472,302 445,343
Feal Esiote 2,194 2479 2919 2,782 2,368
Pawming Advances 27225 35,009 43,943 59 467 71,395
Dues from Related Party 12,501 13,668 10,964 13,4%1 6,050
Loan Less Provisions and Suspended Interest -43,634 -51,594 -67 957 -91,929 -118,888
Trading Stocks 7,662 7,756 13,852 16,379 8,434
Feal Esiote 2,955 2,985 3,511 3,883 2,662
Repossessed lfems 4128 4473 2,410 10,409 3,737
Cither 582 298 930 2,088 2,035
Fixed Assets 33,326 38,445 43,925 50,792 51,154
Other Assets 20,394 25,878 30,572 30,730 3124
LIABILITIES 1,211,891 | 1,354,991 | 1,431,332 1,432,675 1,401.841
Capital Account 146,107 169,674 183,671 203,222 248,039
Paid-up Capital 44 297 46,554 71,949 82,537 84238
Feifgined earnings and Reserves 81,810 103,120 11,723 120,685 143,801
Depaosits 330,740 686,720 716,848 736,687 748,578
Time Deposits 507 668 655,670 681,317 722,234 710,404
Savings Deposits 22,164 30,014 34,601 33,528 37,333
Ceriificate of Deposits 849 1,038 929 925 7a0
Borrowings from 438,662 395,030 453,817 405,590 328,042
Financial Institufions 274,588 235,890 340,708 303,952 242,608
Cthers 142,074 140,140 123,109 101,639 85434
Other Liabilities 95,382 102,547 66,994 67,175 76,983
Mo. of Institutions 33 31 48 45 43

{a) Mon-Bank Financial Institutions sector represents Licenzed Finance Companies and Specialised Leasing

Companies
i) Provisicnal

Sounce: Central Bank of Sri Lanka
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Statistical Information from the Annual Report, Socio and
Economic Statistics of the Central Bank of Sri Lanka

Assets and Liabilities of LFCs

Licensed Finance Companies Sector Rs .Mn
End of Period
Jun-17 Jun-18 Jun-19 Jun-21" Jun-212

ASSETS 1,159,024 | 1,348,436 | 1,399,705 | 1,362,032 | 1,349,951
Cash and Bank Balances 67,472 86,496 96,826 94,064 76,581
Cash in Hand 4,675 6,672 7,990 7,325 20,579
Due from Banks and other institutions 62,798 79,824 88,836 86,739 56,002
Investments 113,804 114,740 130,810 124,713 164,760
Investments in Government of Sri Lanka Securities 73,356 70,020 76,622 64,171 80,468
Investment in Shares 31,398 25213 21,031 22,345 19,887
Other Investments 18,988 24,552 37,031 41,283 67,640

Provision for decline in value of investment securitie (9,938) (5,045) (3,874) (3,086) (3,235)
Loans and Advances (Net) 914,590 | 1,070,509 | 1,080,994 | 1,050,531 | 1,020,440
Leasing 461,988 564,242 605,436 615,968 572,631
Hire Purchase 32,966 22915 16,334 12,044 14,892
Loans (a) 430,561 499,506 483,695 472,716 458,070
Real Estate 2,266 2,726 3,035 2,288 11,059
Pawning Advances 29,336 39,660 51,525 60,323 82,007

Loan Loss Provision and suspended interest (42,527) (58,540) (79,031) (112,808) (118,220)
Trading Stocks (b) 7,481 11,317 16,550 12,732 6,122
Fixed Assets 35,868 40,402 49,338 51,278 53,065
Others Assets 19,809 24,971 25,187 28,715 28,982
LIABILITIES 1,159,024 | 1,348,436 | 1,399,705 | 1,362,032 | 1,349,951
Capital Account 135,155 160,829 179,147 209,636 253,816
Deposits 590,935 697,517 769,095 728,319 761,567
Fixed Deposits 567,263 665,461 735,786 698,076 722,729
Savings Deposits 22,906 31,013 32,129 29,440 38,191
Certificate of Deposits 766 1,043 1,181 803 648
Borrowings from 351,183 388,254 385,644 359,978 272,059
Financial Institutions 236,991 278,192 287,006 271,460 197,414
Others 114,192 110,062 98,637 88,518 74,645
Other Liabilities 81,751 101,835 65,819 64,099 62,508

I - Revised Source : Central Bank of Sri Lanka

2 - Provisional

(a) Includes dues from related party

(b) Includes Real Estates, Repossessed Items and Other Inventories for Trading

The Finance Houses Association of Sri Lanka



Ratios on Capital .Adequacy, .Asset Quality,Earnings

and SLiquidity

Licensed Finance Companies Sector

Captal Adequacy Ratio %

Capital Ade quacy(%) March-17 March-18 March-19 March-20 Mar-21" Jun-212

Capital Funds to Deposits (Per cent) 21.70 20.97 21.95 25.41 30.92 33.99

Borrowings to Equity (times) 2.86 2.55 2.38 1.89 1.09 1.07

Core Capital to Risk Weighted Assets (CCR) @ 9.95 10.43 8.78 10.62 13.55 15.08

Capital Base to Risk Weighted Assets (RWCAR) ® 10.35 10.97 10.06 11.98 14.84 16.46
Source : Central Bank of Sri Lanka

Asset Quality (%)

Asset Quality (%) March-17 | March-18 March-19 March-20 Mar-21"' Jun-21°

Gross Non Performing Advances to Total Advances 5.20 5.93 7.82 11.56 11.32 12.99

Net Non Performing Advances to Total Advances © 1.18 1.52 2.29 3.82 2.81 3.56

Total Advances to Total Assets 79.64 78.99 78.51 76.98 75.95 75.59

Provision Coverage Ratio ®) 64.77 62.84 58.83 54.52 63.98 63.21
Source : Central Bank of Sri Lanka

|Earnings (%)

Licensed Finance Companies Sector

Earnings (%) March-17 March-18 March-19 March-20 Mar-21" Jun-21>

Return on Assets (Annualized) @ 3.44 2.90 2.63 1.70 3.15 1.83

Return on Equity (Annualized) ® 20.42 15.56 11.96 6.24 12.84 6.44

Interest Income to Interest Expenses 184.33 173.55 181.48 180.93 204.22 232.49

Net Interest Margm (NIM) © 7.32 7.21 7.84 7.41 7.38 7.62

Efficiency Ratio @@ 62.76 66.06 69.96 77.74 62.37 73.78
Source : Central Bank of Sri Lanka

|Liquidity (%)

Liquidity (%) March-17 March-18 March-19 March-20 Mar-21" Jun-212

Regulatory Liquid Assets to Total Assets 7.39 8.50 8.77 8.33 8.85 8.39

Regulatory Liquid Assets to Deposits & Borrowings 9.48 10.96 11.16 10.99 12.56 11.94

1 - Revised
2 - Provisional
Notes

Source : Central Bank of Sri Lanka

(a) Ratio of non-performing loans net of interest in suspense and loan loss provisions to total loans and advances
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Earnings & Profit (Rs. Mn)

Licensed Finance Companies Sector

12 12
Months 12 12 12 Months
Earnings & Profit (Rs. Mn) ending Months Months | Months | ending
12 Months 31st ending ending ending 31st
ending 31st Mar 31st Mar | 31st Mar | 31st Mar | Mar
Mar 2016 | 2017 2018 2019 2020 | 2021%
Total Interest Income 144,041 179.114 | 214,604 | 250.874 | 246233 | 213.589
Total Interest Expenses 69.510 97.169 | 123.656 | 138,235 | 136,096 | 104,589
DEClmercsyncoms 74,531 81,945 | 90,948 112,638 | 110,137 | 109,001
Non Interest Income 22,555 28.448 | 34530  |37.781 | 36719 | 39.503
Non Interest Expenses (Operating Cost) 61,676 64,888 | 71,120 | 88,073 |88,008 |76938
Loan Loss Provision 6.967 6997 | 17.821 24534 | 33,645 | 25.140
Total Income 166,596 207,562 | 249,134 | 288,655 | 282,952 | 253,093
Total Expenses 138,153 169,054 | 212,596 | 250,842 | 257,749 | 206,666
it o {0 penee (Eeione e hon) 28,443 38,508 | 36537 | 37.813 | 25202 | 46426
Profit for the period (After tax) 16,478 24143 | 21,674 19.824 | 11,525 | 28.595
Source : Central Bank of Sri Lanka
* Provincial
Branch Network of LFCS
Licensed Finance Companies Sector
March- March- March- March- March- March-
2016 2017 2018 2019 2020 2021
Province
Central 130 140 148 155 155 164
Eastern 94 100 105 105 112 120
North Central 83 90 93 94 96 106
North Western 126 130 141 146 152 166
Northern 72 75 77 81 84 98
Sabaragamuwa 88 101 104 107 110 116
Southern 125 132 138 144 144 163
Uva 57 62 63 63 62 71
Western 376 403 421 441 472 526
Total 1,151 1233 | 1,290 1,336 1387 1,530

Source : Central Bank of Sri Lanka

*During the quarter one Specialised Leasing Company (SLC) merged with

-an existing Licensed Finance Company (LFC)

**Provisional
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New Registration of Motor Vehicles
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Activities during the Vear

2020,/21

The Finance Houses Association of Sri Lanka



Submission of FJ1A
Policy Documents to the CBSL Governor

Titled ‘Code of Conduct of Licensed Finance Companies Sri Lanka’ the updated instrument was
handed over to the Governor of Central Bank of Sri Lanka Prof. W.D. Lakshman and Bank’s
officials by FHA Council members on 18 March 2021 at the Central Bank premises.

The overall objectives of updating the Code were to comply with all current regulatory and legal
requirements while adhering to industry best practices. We take humble pride in the fact that the
Code was not imposed on our sector by any authority but was self-introduced by all FHA members
on their own will, which demonstrates the members’ strong commitment to sectoral integrity and
their social responsibility.

The members of FHA also handed over their ‘Sustainability Mandate’ to the Governor of Central
Bank of Sri Lanka, Prof. W.D. Lakshman and to the top officials of the Bank.

The purpose of the Sustainability Mandate is to serve as the guideline for the LFCs to integrate
sustainability principles holistically into their businesses, enabling sustainable value creation
through their own financing approaches, in line with defined sustainability guidelines that would
ultimately contribute towards national sustainability agenda and UN Sustainable Development
Goals. As a growing number of financial institutions in the world are adopting policies, systems,
and lending practices that reduce the environmental impact of their operational footprint, it is time

Sri Lankan LFCs actively follow suit. We are making sure that financing practices for economic

development shall not come at the cost of our ecosystems and our future generations.
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Activities of F g1 Sub Committees
Compliance Jorum of the Finance,Houses . Association

of Sri Lanka -

The sub-committee on compliance was re-branded as the Compliance Forum of the Finance
Houses Association of Sri Lanka, to bring in line with the names of the other specialist groups in
the FHA. The rebranding was approved by the general membership, subsequent to obtaining
consent of the FHA chair.

The theme of the Compliance Forum was announced as the creation of a compliant culture across
the compliance officers of the in industry and amongst the industry stakeholders in general. With

this theme in mind the executive committee installed the following action pillars.

1 Knowledge and skill enablement

In this regard four (4) knowledge sharing sessions were conducted via an online
platform on topics of extreme relevance to the compliance fraternity. The resource
personnel were drawn from the senior officers of the Central Bank of Sri Lanka as

well as from the industry.

2. Enriching regulator relationships
As it is necessary to have good working relationships with the relevant departments
of the Central Bank of Sri Lanka, delegations of the executive committee met the
respective directors and senior officials of the Department of Supervision of
Non-bank supervision, Financial Intelligence Unit and Financial Customer Relations
Department. Further to the meetings with the industry regulator, relationships were

forged with compliance officers of the licensed commercial banks.

3. &stablishing a qualification framework
Discussions were held with the Institute of Bankers of Sri Lanka to install a degree
level qualification for the compliance profession. Discussions are underway and the

executive committee is optimistic of having same installed in the academic year com-
mencing 2022-23.

4. Convenient access to regulations

As a quick and reliable access to information is key to the effectiveness and efficien-
cy of the compliance officers, the Compliance Forum was taking forward the initia-
tive of the previous executive committee of publishing an updated version of the
relevant regulations, as a sequel to the Central Bank of Sri Lanka publication of
2013. As validity and reliability of such information published is critical, executive
committee requested the Director to expedite the publication of the updated version

of the regulations handbook.
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Executive Committee 2020-21

MTr.Jithendra Gunatilake

Chairman

LOLC Finance PLC

Mr.Suranga Jayaweera

Immediate Past
Chairman

Singer Finance PLC

Mr.Varuna Perera

Vice Chairman

Commercial Credit & Finance PLC

Ms.Mahika Rajakaruna Secretary Siyapatha Finance PLC

Mr.Ramesh Fonseka Asst. Secretary Prime Finance PLC

Ms.Zaira Kaleel Member Peoples Leasing and Finance PLC
Ms.Dilini Wijatilake Member Vallibel Finance PLC

Mr.Thushara Ranatunga Member Senkadagala Finance PLC

Mr.Roshan Hewarge Member Commercial Leasing and Finance PLC
Mr.Amila Gunwardena Member HNB Finance PLC
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Activities and Initiatives Carried Out by FHA JIR
Subcommittee - 2020/2021

The Finance House Association (FHA) HR Subcommittee was established in the year 2018 with
the participation of all HR representatives attached to the FHA Companies. Mr. Prasad Udugampo-
la - Chief Human Resources Officer of Siyapatha Finance serves as the current President of the
FHA HR Sub Committee and Mr. Thushan Amarasuriya Chairman for Education & Training and
HR Chief Executive officer of Singer Finance PLC represents the main FHA Council. Mr. Prasan-
na Kalinga from LB Finance PLC and Ms. Shehani Peiris from Siyapatha Finance PLC respective-
ly perform as the Vice President and Secretary of the FHA HR Sub Committee. Under the leader-
ship and guidance of Mr. Niroshan Udage - Chairman of FHA and Director LB Finance, Mr
Ananda Seneviratne - Vice Chairman FHA and Managing Director of Siyapatha Finance PLC and
other Executive members of the council, the HR Sub Committee initiated a number of activities

during year that covered a wide range of scope.

Committee NYleetings

The HR Sub Committee Terms of Reference (TOR) was introduced to the HR paternity of the
NBFI sector with the purpose of networking, knowledge sharing, and development of relation-
ships. In order to achieve key objectives of the Committee it was essential to have prompt and
transparent communication amongst the members, hence a WhatsApp group was created to facili-
tate this process. During the year 2020-2021, Ten (10) HR Sub Committee meetings were
conducted through a virtual platform with an average participation of more than 25 members per

meeting and the relevant summary reports have been submitted to the main council periodically.

Code of Conduct and Sustainability Nandate

Following the direction of the FHA main Council, the FHA Code of Conduct and Sustainability
Mandate was introduced and implemented in order to lay out vital framework, promote ethical and
professional conduct and offer clear directions by ensuring self-initiated actions to serve, reflect
and reinforce our FHA Values, thereby keep pace with the altering developments in the areas of
law, regulation and professional ethics. FHA code of conduct reflects commitment to quality and

excellence with impartial business practices that interconnect individuals and Organization.
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JHuman Capital Development

With a clear mandate to develop human capital and enhance productivity by maintaining the high
professional standards across the NBFI Sector, the HR Sub Committee initiated Cross Functional
Teams (CFT) to identify the most suitable methods to encounter the challenges faced by the HR
paternity. Amongst the numerous key objectives initiated by the HR Sub Committee, the Employee
movement register, Salary survey, IR & ER Teams that were instated to improve professional
standards and ethical behavior amongst the member companies are a few of the highlighted objec-
tives. The committee also intends to find solutions to Talent drought and upgrade the skills and
competencies of the existing staff whilst attracting fresh blood to the NBFI sector by developing
the NBFI sector brand image.

As an initiation to enhance skills, knowledge and professional standards of the members, the Sub
Committee has successfully organized several training programmes with reputed institutions and
subject experts especially in the areas of Human skills and Conceptual skills development, on a
virtual platform with an average participation of over 150 participants per session. The HR Sub
Committee is conjoined with other Sub Committees of the FHA and nominates team members for
the Risk, Recovery, Compliance and Credit training programs conducted by relevant forums of
FHA. Furthermore the Sub Committee has partnered with reputed institutions such as the Institute

of Credit Management to uplift the professional standards of the NBFTI sector.

Health, Safety & Work Life Balance

Under the New Normal Conditions of the COVID 19 pandemic, an initiation was taken by allocat-
ing prime consideration to improve the Health and Safety of team members, their families and
valued customers. Initially necessary action was taken to enhance the awareness and prevention
methods by consulting reputed subject experts in the Covid 19 prevention unit of the state. The
Health and Hospitalization Benefits Scheme was introduced offering cost and service benefit for

the FHA team members with a mutual agreement in place with Nawaloka Hospitals PLC.

Furthermore, the FHA HR Sub Committee guided its members following legal consultations
offered by the Labour Department and The Employer’s Federation of Ceylon (EFC) through sever-
al online programmes/webinars on new normal conditions and legal implications pertaining to the

pandemic.

To secure the “work life” balance and enhance the productivity of the team members of FHA Com-
panies, the HR Sub Committee has forwarded an appeal to reconsider the proposed new guidelines
pertaining to the working hours of the private sector. This earnest request which offers a positive

feedback on employee “work life” balance, was submitted to the relevant regulatory authorities.
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FH A Legal Circle and its activities during the year

The first meeting of the legal circle, after appointing new Chairman of FHA was conducted on
21.12.2020, in the Auditorium of LB Finance PLC as a physical meeting and Mr. Niroshan Udage,
Chairman of FHA chaired the meeting.

The member of legal circle raised the issues related to the legal matters of their companies and Mrs.
Shiranthi Gunawardena, Legal advisor of FHA made proposals for the solutions for some of those
issues.

Some of the matters discussed at the meeting;

® Refusing of accepting complaints for repossession of vehicles from LFCs.
® Not allowing peruse Court Motion Books and Day Books.

® Limited access (per day) to peruse case records

The Chairman of Legal Circle participated for Meeting on 25 01.2021 at 2.00 pm at Ministry of
Justice with Mrs. Shiranthi Gunawardena and two other members of Legal Circle.

Mrs. Shirathi Gunawardena had a meeting with the Registrar General on 22.12.2020, to discuss
issues related to the LFCs specially for notary related matters 1.e. Registration of power of attorney,
Registration of Caveats etc.

Members of the legal circle were facilitated to participate for webinars organized by the Bar Asso-
ciation of Sri Lanka and get improved their knowledge.

As per the request of the CBSL three members of the legal circle were nominated and represented
FHA for the Committee to drafting of proposed Finance Asset Management (FAMA) Bill.

The members were made aware to the ‘CORONAVIRUS DISEASE 2019 (COVID - 19) Act No.17
of 2021 which will be in operation from 1st March 2020.

Legal Circle actively participated for the proposed amendments to the existing Finance Leasing
Act, as per the request made to the FHA by the DSNBFI, CBSL during the respective period.

The members of the Legal Circle made a remarkable contribution to success of the case filed to

release vehicles of which absolute ownerships are with LFCs from an unauthorized money lender.

During the period of curfew and travel restrictions in the country, the members of legal circle were
facilitated to share the related legal issues of respective companies using WhatsApp, zoom and

other social medias.

The Finance Houses Association of Sri Lanka



FHA Sub Commiitee for Sustainable Finance

Introduction

‘Sustainable Finance can be broadly defined as financial services integrating environmental, social
and governance (ESG) criteria into the decision-making process and business activities of firms,
aiming at long lasting benefits for the firm, its clients and the society at large. However, there is no
single, agreed global definition on what constitutes Sustainable Finance. Green Finance is a com-
ponent of Sustainable Financing. Green Finance, in general, refers to the channelling of financial
flows towards meeting the challenges of climate change and the transition into a low-carbon econ-
omy. The Organisation for Economic Co-operation and Development (OECD) defines Green
Finance as finance for achieving economic growth while reducing pollution and greenhouse gas
emissions, minimising waste and improving efficiency in the use of natural resources. Today, as a
consequence of population growth, environmental degradation, climate change, poverty and
inequality, Sustainable Finance practices are fast becoming the future in banking. The United
Nations (UN) also recognised the importance of sustainable development and introduced the
Sustainable Development Goals (SDGs) to address such challenges and call for action by all coun-

tries to promote prosperity while protecting the planet.’
Background

‘The importance of initiating Sustainable Finance in Sri Lanka has been widely discussed among
the stakeholders of the financial sector. In 2016, the Central Bank joined the International Finance
Corporation (IFC) supported Sustainable Banking Network (SBN), which represents 86 per cent of

banking assets in emerging markets’
‘The CBSL Roadmap for Sustainable Finance

‘The Roadmap for Sustainable Finance was launched in June 2019 with the financial assistance of
the Biodiversity Finance Initiative (BIOFIN) of the United Nations Development Programme
(UNDP) along with technical assistance of the IFC. The Roadmap was developed in consultation
with stakeholders including the Sri Lanka Banks’ Association (Guarantee) Ltd. (SLBA), the
Finance Houses Association of Sri Lanka, the Insurance Regulatory Commission of Sri Lanka and

the Securities and Exchange Commission of Sri Lanka.’

[ Source :Page 193, Annual Report Central Bank of Sri Lanka(2020).]

FHA Sustainability Mandate

FHA published this mandate on November 2020 with the agreement of all LFCs. The purpose of
this mandate is to serve as the guideline for the Licensed Finance Companies (LFCs) in Sri Lanka
to integrate sustainability principles holistically into their businesses, enabling sustainable value
creation through their own sustainable finance approaches, in line with defined sustainability
guidelines, that would ultimately contribute towards the national sustainability agenda and the UN
Sustainable Development Goals.
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FHA has initiated a sub committee for Sustainable Finance with the representation of all
member companies, The sub committee will;

e Share the information and new developments related to sustainability

e Undertake periodic assessment of the alignment of the companies with the FHA
sustainability mandate

e Explore ways and means to strengthen the contribution of the member
companies to the national and global sustainability priorities such as UN SDGs

e Issue periodic disclosures on the member commitment to the national and global
sustainability priorities

Work collaboratively to organize training sessions, workshops and events that
will facilitate awareness creation, knowledge sharing and continued dialogue to
promote sustainable development

It is noted that whilst many member Companies are making their own individual efforts to become
more sustainable, overall there is a lack of cohesion in terms of an industry strategy to create a
significant impact to the sustainability imperative which is of critical importance both from a
national and global perspective.

Given the fact that the NBFI industry is best placed to make a positive impact by virtue of serving
rural and marginalized customers at the base of the pyramid, it will be the mandate of the sustaina-
bility Committee to function as a catalyst and open up opportunities to create the desired ESG
outcomes as detailed above.

CEO's of member companies are thus required to push the sustainability agenda in their respective
boardrooms in the coming year to enable the industry to raise the bar in the context of sustainable
business practices.We hope to receive the fullest co-operation and support for these worthy initia-

tives which will positively impact society and the environment.
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Financal statement and Auditors Report
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L M ASSOCIATES

CHARTERED ACCOUNTANTS
Consistory Building,
No:96-2/14, Second Floor,
Malwatta Rpad,

Colombo 11.

Tel: +94 (11) 2435611, 2446270,
Fax; +94 (11) 2435610
INDEPENDENT AUDITOR'S REPORT Email: ma@lmassociates. Ik,

TO THE MEMBERS OF THE FINANCE HOUSE ASSOCIATION OF SRI LANKA

Opinion

We have audited the financial statements of The Finance House Association of Sri Lanka.
which comprise the statement of Nnancial position as a1 31 March 2021, and the statement of
income and expenditure. statement of changes in lunds and statement of cash Nows for the
year then ended. and notes 10 the financial statements. including a summary of signiticant
aceounting policies exhibited in page  07: 17,

In our opinion. the accompanying financial statements present lairly. in all material respects.
the financial position of the Company as a1 31 March 2021, and of its linancial performance
and its cash lows tor the vear then ended in accordance with Sri Lunka Financial Reporting
Standards (SLIRSs) for SMEs,

Basis for Opinion

We conducted our audit in accordance with Sri Lanka Auditing Standacds (SLAuS). Our
responsibilities under those standards are deseribed below in the Aditor s Responsibilines for
the Andit of the Financial Stttements of our report. We are independent ol the Company in
accordance with the ethical requirements that are relevant 1o our audit ol the [linancial
statements. and we have Tulfilled our other ethical responsibilitics in aceordance with these
requirements. We believe that the audit evidence we hive obtwined is sufficient and
appropriate to provide a basis lor our opinion.

Responsibilities of Board for the Financial Statements

I'he Board of Directors is responsible for the preparation and fair presentation of the financial
statements in accordance with SLFRS tor SMEs. and for such internal control as Board
determines is pecessary 1o ¢nable the preparation of financial statements that are free from
material misstatement. whether due (o Traud or error,

Auditor's Responsibilities for the Aadit of the Financial Statements

Our pbjectives are 1 ohiain reasonable assurance about whether the financial statements as a

whole are free from material misstatement. whether due to fraud or error. and to issuc an
auditor’s report that mcludes owr opinion. Reasonable assurance 15 evel ol assurance.

A.M.Jawsamll FCA, FCMA, B.Com (Hons), M.Thavaraj FCA, FCMA, J.F. Zahraa ACA, BBA (Finance), MAAT
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Report on Other Legal and Regulatory Requirements

As required by section 163 (2) of the Companies Act No. 07 of 2007, we state the following:
a) The basis of opinion and scope and limitations of the audit are as stated above.
b) In our opinion:
- We have obtained all the information and explanations that were required for the audit
and. as far as appears from our cxamination. proper accounting records have been kept
by the Company, .

* The financial statements of the Company, comply with the requirements of section 151 of
the Companies Acl.

Chartered Accountants
Colombo

Signed by : AM. Jawaamil (M-2034)
Date: .2\ lffa \’2_.4} =
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THE FINANCE HOUSES ASSOCIATION OF SRI LANKA
STATEMENT OF INCOME AND EXPENDITURE

For the year ended 31 March 2021 2020
MNote Rs. Rs.

Income 3 1,718,750 5,787,278
Other income 4 2114404 2099916
Gross income 4,833,154 7,887,195
Administralive expenses s (6.388.840) (5.385.75%
Surplus before Interest & Taxation . {1.555.686) 2301435
Finance cosls 6 (13.400) {12,946}
Net Surplus / (Deficit) before Taxation (1.569,086) 2,288,490
Income tax expense 7 (332.661) (387.693)
Net Surplus [ (Deficit) alter Taxation ____{I,S'I]'—IJTE} ' W

The accounting policies-and notes on pages from 07 to 17 form an integral part of these Financial
Statements.
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THE FINANCE HOUSES ASSOCTATION OF SRI LANKA
STATEMENT OF FINANCIAL POSITION

As at 31 March 2021 i
Note Rs. Rs.
ASSETS
Non Current Assets
Property, Plant and Equipment § 223610 324430
[nvestment - Fixed Deposits 9 10.950,255 9930255
Investment - shares 10 37410 37410
11.211.275 10.312.093
Current Assets
Die from Members 11 - 445330
Diue [rom Related party 12 §2.288 B9, 288
Deposit and Advance 13 531.120 806,120
Other Reesivables 14 466,420 [95.958
Cash and Cash Equivalents 15 419.337 2,611,650
1,499,663 4,148,346
Total Assets 12,710,940 14,461,441
FUNDS AND LIABILITIES
FUNDS
Aceamulated funds 5,029,583 6,990,495
Orther funds 16 6,7935.401 5594 D64
11,824,984 13,585,463
MNon Cuarrent Liahilities
Retrement Benetit Obligations 17 553,691 472,905
553,691 472803
Current Liabilities
Trade and Other Payables 18 152577 21457
Income Tax 19 179,688 130,617
332,265 402,074
Total Equity and Liabilities 12,710,940 14,460,441

The accounting policies and notes on pages from 07 w 17 form an integral part of these Financial
Statements

Approved en behalf of the Cotmcil of Management on .. 27, 08 . 202.).

Viee Chairman
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THE FINANCE HOUSES ASSOCIATION OF SHI LANKA
STATEMENT OF CASH FLOWS

For the year ended 31 March

Cash Mows from aperating activities

Net profit / {loss) betore Taxation

Adjustments for:

Depreciation

Prior vear adjusiment

Cratuily over provision

lierest lncome

Operating profit before working capital changes

{Increase ) decrease in other receivahles
(Inerease)decrease in due from members
(Increase)decrease in Deposit and Advance
Increpse/(decrease) in rrade and other payables
Cash generated from operations

WHT Paid

lircome Tax paid

MNet cash flow from operating activities

Cush Flows from investing activities
Purchases of property. plant and equipment
Interes: Received

Investment in fixed depuosits & others

MNet cash used in investing activities

Cash Mows from Minance activities

Share of other (unds

MNet cash used in linance activities

Mel Inerease in cash and cash equivalents
Cash and cash eguivalents al the beginning of the vear
Cash and cash cquivalents at the end of the year

Cash and cash cquivalents comprises
Cash and bank balances

621 2020
Rs. Rs.
(1,569,086) 2. 288,490
100,819 | 10,885
- (22,197
B3 787 116,434
{ 1,400,260} (1. 450.827)
(2.787.74 1) 1,042,784
(270.462) (21313
432,330 (27.818)
275,000 (365.000)
(1 1B.BED) (34.515)
(2.449.732) 395,938
- {33.403)
{253.589) (2490.912)
(2,733,342) 249,623
- (20.930)
| 400,260 1,450 826
(| .000,000) {65,194)
400,260 1,364,702
141263 (104, 180)
141,268 (104.180)
(2.191.813) 1510145
2611650 1,101.305
-iH.H.!'."_ 2611650
419,837 2,61 1650

The accounting policics and. notes an paees from 07 o 16 form an integral part of these Financial
=P g gral o

Starements,
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FHE FINANCE HOUSES ASSOCIATION OF SRI LANKA
NOTES TO THE FINANCIAL STATEMENTS

For the year entled 31 March 2021

l. Corporate Information
1.1 General
The Finance Houses Association of Sri Lanka, (" The Association™). is an Association, registered
under the Companies Act No, 07 of 2007, The Association is incorporated and domiciled in Sri
Lanka and its registered office is located ai Mo | 30/3, Ward Place, Colombo -07

1.2 Principal Activities
The principal activitics of the association is 1o promote.foster.protect and safeguard the weltare
of these institution registered under the Finance Companies Act No.78 of 1988 or any other
statute as may be enacted for amendment or replacement thergof and other institution carrying
on the business of a similar nature. engaged in a business of developing and managing of
retirement resors,

1.3 Basis of Preparation
The Financial Statenents are prepared under the histarieal cast convention in accordance with
SLERS for SMEs except as staled in these financial stalements, No adjustment has been made
for inflationary Factors atfecting these accounts. Assets and liabilities are crouped by nature and
listed woan order that reNects thei velative higmdity. These Vinancial Staterents are prepared in
SnLankan Rupees unless otherwise stated. Where appropriate, the policies are explained in the
succeeding notes,

1.4 Members® responsibility stalement
The members of the Council of Management takes the responsibility for the preparation and
presentation of these Financial Statements.

1.5 Comparative Figures.
Comparative figures and phrases have been re-arranged wherever necessary 1o conform o the
currenl year’s presentation

T Aceounting Policies
Accounting policies are the specific principles. bases. conventions, rules and practices applied
consistently by the association in presenting and preparing the financial statements. Changes in
accounfing policies are made only if the Sri L anka Accounting Standards requires such change
or when a change results in providing more relevant information,

The Finance Houses Association of Sri Lanka
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THE FINANCE HOUSES ASSOCIATION OF SRI LANKA
MNOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 March 2021

2.1 Accounting for the Receipt and Utilization of Funds
Funds
a) Development Fund
This is an accomulated fund. consisting ol the contributions reecived from members
b} Building Rescrve
This fund is maimained fur the purpose of reserving funds 1o construct our own building.
) Legal Cirele Fund
Ihis fund is maintained by the Association to reservie money for any future labilities on legal
matiers thal My arse
d) Medical Fund
This fund is maintainzd by the Association to reserve money for any [uture medical expenses of
stall
e) HR Sub Committee Fund
Human Resource Fund Coommittee has suggesied to the FHA Council 10 ereate a separate fund
i the FHA wain account for the adminisirative and accounting purposes Funds for the HRSC
activibies (raming. seminars. meetings ete.) wo be genermied through Tundraising acnives with the
consultation of FHA council.
N FHASL Compliance Sub Com Fund
This tund is maintained by the association n order to wse for their fiture activities by the
consent of the FHA Counsil,
N FHASL PR Campaign Fund
This Fund is faintaied by FHASL for the usige of expenses relaed w public awareness and
puilrliciy

2.2 Assets and Bases of their Valuation
221 Property, Plant and Equipment
n) Cost
All irems of Property. Plant & Equipment are recorded at cost

by Depreciation

Depreciation is provided for on all assets on the straight (e basis and 15 caleulated on the cost
of all propeny. plant and equipment in order 10 write ofT such amounts Icss'an} terpiinal value
over the estimated useful lives ol such assets, The depreciation rates are stated as follows:

ates

Furmiture & Firtings |50,
CHTiee Equipmanis I 5%
Computer Eguiprmem | Ay
Motor Vehicle Y

2.2.2 lnvesimenis in Fived Deposits
Fixed deposits are stated at principal amount plus interest acerued on a time proportionate basis,

T
i
e

Trade reccivables
Frade receivabies and dues from related parties are stned ol the amounis they are estimated 1o
renlize. net of provisions for bad and doubtlul delbis,
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THE FINANCE HOUSES ASSOCIATION OF SRI LANKA
NOTES TO THE FINANCIAL STATEMENTS

For the vear ended 31 March 2021

.24 Other receivable
(nher receivable balances are stated as estimated amounts receivable after providing for
doubtful reccivables.

2.2.5 Cash and cash equivalents
For the purpose ol cash Mow siatements. cash and cash equivalenis consists ol cash in hand and
short werm deposils in Banks net ol outsianding ank overdralis,

2.3 Liabilities and provisions
M materinl linbilities ot the Siatement of Fiananciinl Position date have been included in the
accounts.

151 Retirement benefit
A defined benefit plin s a post - emploves bénefin plan other than o detined contribiution plan

Ihe Lability recosnized in the Balance Sheer in respect of defined henefit plan [s the presenr *
value ol defined obligation atthe Balance Sheet dare. The defined benefin obligation is
calculated nnmually by taking the averaze Iast monthly sslary and iultepiy by number ot
services completed.

Howeseraccording to the payment of Gratuiry Act Mo, 12 of 1983, the ehiaiblity for pratity to
an emploves anses only on complebion of Tve vears continugd service. The lialiling is ndt

externally. funded nor aciusirialiy valued

IpDefined contribution plins-

All employees who are eligible Tor Employees’ Provident Fupd Comtriburions and Employees'
Trust Fund Contributions are covered by relevant contribution funds in line with respective
statutes and reaulations,

2.4 Tasation
ap Currenl taxes
The Association’s liability to tixation has been compuied i accordance with the provision of
the Inland Revenye Act No.24 of 2007 and amendiments thereto,
L
2.5 Income and Expenditure Aceount
151 Income recognition
a) Members Subscription & Entrance
Income derived from Subseription & Entrance lees of members are recoznized i the Income &
Expenditune account on acernnl biasis

b} Interest Income
Imterest income from Fxed deposits is accoued ona tine - apportioned basis on the principal
ousianding and a1 rate applicable unless collectabitity is in doubt

<) Other Incoming resonrces

Income realized from Spons Festival, Administative Fees, Seminars and others are recounized
in the Income and Expenditure only when there is certainiy that all of conditions lor the receipts
of the income sources have been complicd will and the relevant expenditure that it is expected
o compensate has been incurred and charged 1o the Income and Expenditure account.

d} Other Income
Cither income 15 recogmecd on an acerual bass,

Tk
n
T

Expenditure recognition

Expenses in carrving oul the projeets and other activities ol the Associotion including other
expenses incurred inadmimstrating and runming the Association aré accounted Tor on an accrual
basis and charged (o (he Tucome and Expendilure sccound,
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THE FINANCE HOUSES ASSOCIATION OF SRI LANKA
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 March 2021

b b

ta
h

in i

Income and Expenditure Account

Income recognition

a) Members Subscription & Entrance

Income derived from Subscription & Entrance fees of members are recognized in the Income &
Expenditure account on accrual basis.

b) Interest Income
Interest income from fixed depesits is accrued on a time - apportioned basis on the principal
outstanding and at rate applicable unless collectability is in doubt.

¢) Other Incoming resources

Income realized from Sports Festival, Administrative Fees. Seminars and others are recognized
in the Income and Expenditure only when there is certainty that all of conditions for the receipts
of the income sources have been complied with and the relevant expenditure that it is expected
to compensate has been incurred and charged to the Income and Expenditure account.

d) Other Income
Other income is recognized on an acerual basis.

Expenditure recognition

Expenses in carrving out the projects and other actvities of the Association including other
expenses incurred in administrating and running the Association are accounted for on an acerual
basis and charged to the Income and Expenditure account.
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THE FINANCE HOUSES ASSOCIATION OF SRI LANKA
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 March 2021 2020
Rs. Rs.
X Income
Membaerslhip Subscription 2518750 2.556,667
Membership Fee 200,000 00,000
Excess Income on Sponts Festival X1 - 584.954
Excess Income on Seminars 3.2 . 2.343.281
Direciors Get together 3.3 - 102,376
2,718750 5,787,278
3.1 Excess Income an Sports Festival
Hicone - 3.525.523
Less: Expenses - (2,940,569)
N . 584,954

3.2 Excess Income on Seminars -
321 Seminar "THE PROACTIVE OF NBFI'S IN DRIVING THE SME SECTOR"

Income - 4,511,400
Less: Expenses - 13,313,960
- 997,440

3.2.2 Seminar "SPEEDY RECOVERY PROCESS"

Income 290,000
Less: FExpenses - (1770419
- 112,959

323 Seminar "GROWING CUSTOMERS ™

Income 250,000
Less: Expenses L188.773)
5 61,227

Ty

324 Seminar "IMPACT OF SLIFRS-9"

Income - 328,750
Less: Expenses - (1730407
- 155,710
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THE FINANCE HOUSES ASSOCIATION OF SRI LANKA
NOTES TO THE FINANUIAL STATEMENTS

For the year ended 31 March 021 2020

3.2.5 Compliance Symposium

Income - 2. 113.845

Less: Expenses - {1097 .900)
- 1,015,945

Total Excess Income over expenditure - 2,343,281

33 Directors Get-to-gather

Inconne . 972 994
Less: Expenses {870.618)
- 102,376
4. Other Income
Interest lincoime 4.1 1410, 260 | AS0LE2T
Reimbursement from LASL 440,000 360,000
Admimnistration Fees 60,00 LA
Staff Loan Interest 4,876 7.361
Reimbursement of rent from SLICM 89,228 174,333
Sundry [ncome 20,040 47595
2014404 2099916
4.1 Interest Income
Ciroas Interest Income 1,400,260 | 450,827
O LA00260 1,450,827
5. Administrative Expenses
Salaries & Wages | 938874 L.B06.683
Emplovees' Provident Fund 232,665 216,802
Employees' Trust Fund 38,166 54,2040
Stall Weltare 6500 -
Special allowance 19,650 49,050
Travelling Allowance 240,000 240,000
Fuel Allowance 36.0up 36,000
LASL allowance 260,000 1 80,000
Amount carried forward to next page 2821861 ) 1,583,335
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THE FINANCE HOUSES ASSOCIATION OF SRI LANKA
NOTES TO THE FINANCIAL STATEMENTS

Far the vear ended 31 Mareh 021 20240
Rs. Hs.
Balance brought forward from previous page 1.821.861 2,583,335
Enterrainment Allowance ) 240,000 240,000
Office Welfare 4.550 9418
Ciratuily 80,787 116,434
Rent 892140 871.666
Written off . 142,000
Printing & Stationery 262,625 162548
Electricity 54952 Q0208
Secretarial Fee 1245351 141,075
Telephone Charges 49758 67596
Mobile Telephone Charges 17.000 15,000
[ntemer / E-Mail Charges 33712 4.631
[Postave 3.450 6,005
Fravelling & Transpon 14,730 16,663
Audil Fees [ 00,000 100000
Book Keeping Charves i, 000 -
Legal Opinion Charges 606,667
Rent Aureement Charpes 27,500 -
Depreciation HOHO.B 19 | 10,885
AGM Expense 37.245 33380
Ceylon Chamber of Commercé Fee 32400 35.204
Sundry Expense 28,128 28.980
Dffice Equipment Maintenance 109,109 23,839
Repair Maintenance - 43800
Bonus 373146 440,654
Website Update Charges 18,000 45450
Website Development Charges 198 000 :
Cleaning Charges 33,800 40250
Water Charges 9.9 0.023
Auditor's Fees for Amending 1RD - 4,000
Camplance Meeting an 20.01.2020 - BA_000
HH Consuliancy Fees 24,000 10,000
Compliance Training - 10,1019 * L5735
Professional Fee 20,500 5,650
0, 388,840 3,585,739
o, Finance expenses
EPF Surcharge - 600
Bank Charges 13,400 12,346
13400 12,946
W Income tax expenses
Income tax for the year 332661 387,693
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THE FINANCE HOUSES ASSOCIATION OF SRI LANKA
NOTES TO THE FINANCIAL STATEMENTS

As at 3] March 2021

5. Property, Plant & Equipment

Cost -Rs,
01042019 {Disposals) Balance as al
J1.03.2020
Furmniture & Fittings 185,754 - 185.754
Computer Equipment 525,353 - 325,853
Office Equipment 329,161 = 529,161
1.240.767 - 1.240.767

Accumulated Depreciations -Rs,
Balance as at Depreciation Balance as at

01.04.2019 for the vear 31032020
Furniture & Firtings 159,696 5,188 [ 64,884
Computer Equipment 404,863 38,0892 442 955
Office Equipment 351,779 $7.539 409318
016,338 100,819 | 017157
Net book value 324,430 223,610
Asat 31 March 2021 2021
Rs. Rs.
9. Investments - Fixed Deposit
Commercial Leasing & Finance PLC 2,500,000 2,800,000
LB Finance PLC- 3, 150,000 2. 130,000
LOLC Finance PLC 2.575.000 2.575.000
People's Leasing & Finance PLC 2,000,000 2,000,000
L'B Finance PLC 28,039 28,039
Seylan Bank PLC F3H.BO0 338804
City Finance Corporation Ltd 17.054 17.034
Central lnvestments Finance PLC 41,363 41.362
10950255 9950255
10, Investment in Shares
Lanka Credit and Business Finaace Lid y1.4f0 37410
37410 J7.410
1. Due from members *
Receivable from Mr Denzil - 24,260
Other due rom members Note 11.1 - 421,070
. 445,330
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THE FINANCE HOUSES ASSOCIATION OF SRIELANKA
NOTES TO THE FINANCIAL STATEMENTS

As at 31 March M 120
Hs. Hs.
1.l Other due from members
Receivable from seminar - 350,000
Photacopy income - 6,070
Orient Vinance PLC - Annual Subscription - 65,000
. ‘_*-_| I-|1 I F':”l]

12. Due from Related Party

1.ASL. - Secretarial Fee S0.000 60,000
SLICM - Remt 32,288 29 288
B2.288 0. 288

13 Deposit and Adyvanee

Receivables - Sponsorship 13.1 90,000 363,000

Rent Deposit 439,320 439520

Orher deposits - American Water | 800 I.800
531120 806,120

13.1  Sport Festival - 65.000
SM On 17th & 18th February 2020 G000 300000
901,000 365,000

14, Oiher receivables

Stafl Loan 231.374 .
Interest receivable 235,046 195658
466,420 | 95,958

I5.  Cash and Cash Equivalents

Commercial Bank of Cevlon [id. Colombe 07 {52,031} (200.074)
Commercial Bank Saving ASC 456,868 2,796,723
Cash in hand | 5,000 15,000
419,837 2,611,650
i6.  Funds .
Development Fund 1,242,641 1,242,641
Building Reserve 1350.000 [ 350,000
Lezal Circle Fund 300,000 300,000
Medical Fund 29,000 29.000
MBFI Sector Stability Fund L.B75.787 1873787
FHASL Compliance Sub Com Fund 1.638.882 1,612,199
HR Sub Commitiee Fund 187,341 187,341
FHASL PR Campaien Fund 73,750 -
6,795,401 6,594,968
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THE FINANCE HOUSES ASSOCIATION OF SRI LANKA
NOTES TO THE FINANCIAL STATEMENTS

Asat 31 March

17.  Retirement benefit obligations
Balance as at 01st April 2020
Provision for the year
Over provision
Balance as at 3 st March 2021

18, Trade and other pavables
HRE Get-together
Accruals 18.1

[R.1. Acerunls
E-Mail Charaes
Rent
Petty cash - Mr, Denzil
Electricity
Seminar - Ex-gratia
HR Consultancy fee
Secratarial fee
Audil Fees Pavable
PAYE Pavable
Telephone Charges
Bookkeeping Charges

19.  locome Tax
Balance as at 01.04.2020
Pravision for the veary
WHT Paid
Income tax paid during the year
Ralance as a1 31.03.2021

2021 2020
Hs. Hs.
472,905 356471
£0,786 116.434
553,691 472,905
152,577 271,457
152,577 271,457
1.952
. 73.220
. 5,691
11,706 7.647
10.000 60,000
4,000
- 8,841
100 00 00,000
871 471
. 9.234
30,000 :
152,577 271,457
130617 #7.238
332,661 387.693
- (53.403)
(283.589) (290.912)
179688 130,617

20, Transaction with key management persons {KMPs) & related party
Related parties include key managerial personnel defined as those persons having authority &
responsibility for plannirg, directing & controlling the activitics of the Association. Such key
managerial persons include the Committee of Manazement of the Association
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THE FINANCE HOUSES ASSOCIATION OF SKI LANKA
NOTES TO THE FINANCIAL STATEMENTS

As al 31 March 2021

2. Related party transactions
The Association carries out transactions in the ordinary course of business 1n an arm's length
basis at commercial rates with related partics. Transactions with related parties |isted below
have been at commercial rates,

Ouistanding
MNature of Transaction halance as at
Name of the company transaction Value 31032021
K, Rs.
The Finance Houses Consortium (Pvi) Lid Admimstration o1.000 60,000
Fees :
Sri Lanka Institute of Crdit Management  Hent 189.228 32,288
Leasing Association of Sri Lanka Seeretarial 440,000 50,000

Services
The aggregate value of nansactions and outstanding balances relating to entities over which the
Members of Cauncil have significant influence are as lollows:-

Investment in
Name of Member of Council Fixed deposits

Name of the Company Management 31.03.2021
Rs.

LB Finance PLC Mr, Niroshan Udage 3. 1530.000.00

LOLEC Finance PLC Wi, Conrad Dias 2.575.000.00

Peoples Leasing & Finance PLC M Sanjecwa Bandaranaviake 2.000.000,00

Commercial Leasing & Finance P1LC Mi krishan Thilakarathne 2 80000400

21, Capital commitments and contingent liahilities
There were no material capital commitments and or contingent liabilities to be disclosed as at
the balance sheet date.

22, Evenis after the balance sheet date
There have heen no material events occurring afer the Reporting Date that require adjustment
to or disclosure in the Financial Staterments, i

The Finance Houses Association of Sri Lanka



8 | 2o
Alliance Management Bervrires (Private) Winited

Company Reg. No. PV 913
Telephone :94-11-2 673673 Fax:94-11-2 697205 E-mail : alserve@sltnet.lk

THE FINANCE HOUSES ASSOCIATION OF SRI LANKA
NOTICE

Notice is hereby given that the Sixty Second Annual General Meeting of The Finance
Houses Association of Sri Lanka will be held on Wednesday 29" September, 2021 at 11.00
a.m — Virtual Meeting

Agenda

1. To receive and adopt the Audited Accounts for the year ended 31% March 2021 with the
Report of the Auditors thereon, and the Report of the Committee of Management for
the above period.

2. To elect the Council of Management for the ensuing year.
3. To re-appoint the Auditors for the ensuing year and determine their fees.
4. To transact any other business of which due notice has been given.

By order of the Council
THE FINANCE HOUSES ASSOCIATION OF SRI LANKA

Sgd:

Alliance Management Services (Pvt) Ltd

Secretaries to The Finance Houses Association of Sri Lanka
Colombo

06" September 2021

Note:
(i) A member is entitled to appoint a proxy to attend and vote on his/her place.

(i) A proxy need not be a member of the Company.
(i) A member wishing to vote by proxy at the meeting may use the Form of Proxy
enclosed and interpolate the words “right to speak”.

(iv) To be valid, the completed Form of Proxy must be lodged at Alliance Management
Services (Pvt) Ltd, Ward Place, Colombo 7 not less than 48 hours before the
meeting.

Chairman & Managing Director D.L.S.R. Perera ACA , Deputy Chairman Romani de Silva F..C.M.(SL),
Directors Ms.Z.Z. de Silva, J.F.R. de Saram,, Ms.M.R.L. Peiris, Ms.D.J. Arputharaj, Ms.R.M. Rahim
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THE FINANCE HOUSES ASSOCIATION OF SRI LANKA

FORM OF PROXY

being a member/members of The Finance Houses Association of Sri Lanka hereby appoints

Mr. Niroshan Udage of L B Finance PLC Whom failing
Mr. Hettiveediye Mudiyanselage Ananda Seneviratne of Siyapatha Finance PLC Whom failing
Mr. Thushan Aiyendra Amarasuriya of Singer Finance Lanka PLC Whom failing
Mr. Roshan Hasantha Abeygoonewardena of Citizens Development

Business Finance PLC Whom failing
Mr. Krishan Thilakeratne of Commercial Leasing & Finance PLC Whom failing
Mr. Arjuna Kapila Gunaratne of Central Finance Co. PLC Whom failing
Mr. Romani Kumar Eardley Patrick De Silva of Alliance Finance Co. PLC Whom failing
Mr. Fransisco Kankanamalage Conrad Prasad Niroshan Dias of LOLC Finance PLC  Whom failing
Mr. Dhanushka Ruwanal Fonseka of Mercantile Investment & Finance PLC Whom failing
Mr. Bamunuachchi Mangedarage Don Chaminda Prabhath of HNB Finance Ltd Whom failing
Mr Herath Mudiyanselage Jayathilake Bandara of Fintrex Finance Ltd Whom failing
Mr. Muthu Hennadige Priyantha Wijesekera of Softlogic Finance PLC Whom failing
Mr. Thilak Nanayakkara of Vallibel Finance PLC Whom failing
Mr. Kithsen Sanjeewa Bandaranayake of People’s Leasing Finance PLC Whom failing
Mr. Tuan Mohamed Anif Sallay of Arpico Finance Co. PLC Whom failing
........................................................................................................................................ .Whom failing
OF i itiiiivensrusmasassnmmsimscud it anen samassisn anmresasnnnnsnre s s snanms ansnsssnesanns s e 0L T LA SO S SR SR T SRR

to represent and vote for us and on our behalf at the Sixty Second Annual General Meeting to be held
on 29" September 2021 at 11.00 a,m and at any adjournments thereof and at every poll which may
be taken in consequence thereof.

Aswitness our hand this:...oasmmnnssnassmmsons HEY BF .ccvonnsonersreisssinmummanpaasv 2021
Emboss
Seal
......... S|gnature Signature

Note: () All members Companies should complete the above Form of Proxy and deposit same with
the Company Secretaries of the Association of Alliance Management Services (Pvt) Ltd, No.
84, Ward Place, Colombo 7 on or before 27" September 2021 at 11.00 a.m.

(i) The Form of Proxy should stipulate the Nominee from the Company who will be
representing the Company at the General meeting and be executed under the
Common Seal of the Company which should be affixed and attested in the manner
prescribed by the Articles of Association of the Company.

(i) The full name and address of the proxy should be entered legibly in the Form of Proxy.
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CORPORATE INFORNM ATION

REGISTERED OFFICE
No. 84, Ward Place, Colombo 7.

Secretariat Office
150, Ward Place, Colombo 07

Head of Secretariat :Mr. Denzil Mallawa Arachchi

LEGAL FORM
An Association Incorporated Under Section 21 of the Companies Act No.17 of
1982.

COMPANY SECRETARIES
Alliance Management Services (pvt) Ltd
Colombo 7.

AUDITORS
L.M. Associates
Chartered Accountants

BANKERS
Commercial Bank of Ceylon Ltd
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