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A Wealth of Potential.

Placement Agents to the Issue
ASIA SECURITIES PVT LIMITED

Co managers to the Issue
ASIA WEALTH MANAGEMENT CO. PVT LIMITED
P W CORPORATE SECRETARIAL (PVT) LTD 

Diamond cutting is an art, demanding skill and science to transform a 
rough stone into a faceted gem. This is no easy task. Cutting a diamond 
requires specialized knowledge, tools and techniques that only a true 
craftsman understands.

Even as the true value of an uncut diamond comes burning alive once the 
diamond cutter’s magic has been worked upon it, so does our company 
gleam with the promise and potential it holds, as the hard work and 
dedication of our young and passionate team begins to yield value.

We are one of the most unconventional investor-friendly companies 
around, bringing multiple, often unique - products and services, new �scal 
perspectives, long experience and well-honed �nancial skills to all we do.

Rock solid. Diamond value. 

To list upto 611, 316,018 Ordinary Voting Shares on the Diri Savi Board 
of the Colombo Stock Exchange

Invitation to subscribe for 120,000,000 Ordinary Voting Shares at LKR. 2.50 per 
Sharewith the option being reserved with the Board to, in the event of an 
over subscription to accept up to a further 50,160,129 shares.

The delivery of this prospectus shall not under any circumstance constitute a representation or create any implication 
or suggestion that there has been no material change in the a�airs of the Company since the date of this prospectus.
If you’re in doubt regarding the contents of this document you should consult your stockbroker, bank manager, 
lawyer or any other professional advisor. For further enquiries, please contact the Managers to the O�ering.

The CSE has taken reasonable care to ensure full and fair disclosure of information in this Prospectus. However, the CSE 
assumes no responsibility for accuracy of the statements made, opinions expressed or reports included in this Prospectus. 
Moreover, the CSE does not regulate the pricing of the Shares issued herein.

ASIA ASSET FINANCE LIMITED
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Registration of the Prospectus 
A copy of this Prospectus has been delivered for registration to the 
Registrar General of Companies in Sri Lanka in accordance with the 
Companies Act No. 07 of 2007 (the “Companies Act”). The following 
documents were attached to the copy of the Prospectus delivered 
to the Registrar General of Companies in Sri Lanka: 

1)	 The written consent by the Financial Advisor, Joint Managers, 
Auditors and Reporting Accountants to the Company and to 
the Issue, Company Secretary, Lawyer to the Issue, Bankers to 
the Issue and Registrar to the Issue for the inclusion of their 
respective names in this Prospectus. 

2) 	 The written consent by the Auditors to the Issue and to the 
Company that they have given their written consent to include 
their statement in the Prospectus in the form and context in 
which it is included. 

3) 	 A declaration by each of the Directors of the Company in terms 
of the Companies Act and confirming that each of them have 
read the provisions of the Companies Act and CSE Listing Rules 
relating to the issue of a Prospectus and that those provisions 
have been complied with. 

The said Financial Advisor, Joint Managers, Auditors and Reporting 
Accountants to the Company and to the Issue, Company Secretary, 
Lawyer to the Issue, Bankers to the Issue and Registrar to the 
Issue have not, before the delivery of a copy of the Prospectus for 
registration with the Registrar General of Companies in Sri Lanka 
withdrawn such consent. 

Registration of the Prospectus in  
Jurisdictions Outside of Sri Lanka 
This Prospectus has not been registered with any authority outside 
of Sri Lanka.  Non-resident investors may be affected by the laws of 
the jurisdiction of their residence.  Such investors are responsible to 
comply with the laws relevant to the country of residence and the 
laws of Sri Lanka, when making the investment. 

Responsibility for the Content of the Prospectus 
This Prospectus has been prepared from information provided 
by Asia Asset Finance Ltd. (hereinafter referred to as “AAFL” or 
“Company”) and from publicly available sources. The Directors 
of the Company, have seen and approved this Prospectus and 
collectively and individually, accept full responsibility for the 
accuracy of the information given and confirm that after making all 
reasonable enquires and to the best of their knowledge and belief, 
there are no other facts the omission of which would make any 
statement herein misleading or inaccurate. Where representations 
regarding the future performance of AAFL have been given in this 
Prospectus, such representations have been made after due and 
careful enquiry of the information available to AAFL and making 
assumptions that are considered to be reasonable at the present 
point in time in their best judgment. AAFL accepts responsibility for 
the information contained in this Prospectus. While the Company 
has taken reasonable care to ensure full and fair disclosure of 
information, prospective investors are advised to carefully read this 
Prospectus and rely on their own examination and assessment 
of the Company including the risks involved prior to making any 
investment decision. 

Representation 
No person is authorised to give any information or make any 
representation not contained in this Prospectus and if given or 
made, any such information or representation must not be relied 
upon as having been authorised by the Company. 

Forward Looking Statements 
Any statements included in this Prospectus that are not statements 
of historical fact constitute “Forward Looking Statements”. These 
can be identified by the use of forward looking terms such as 
“expect”, “anticipate”, “intend”, “may”, “plan to”, “believe”, “could” and 
similar terms or variations of such terms. However, these words 
are not the exclusive means of identifying Forward Looking 
Statements. As such, all or any statements pertaining to expected 
financial position, business strategy, plans and prospects of the 
Company are classified as Forward Looking Statements. 

Such Forward Looking Statements involve known and unknown 
risks, uncertainties and other factors including but not limited to 
regulatory changes in the sectors in which the Company operates 
and its ability to respond to them, the Company’s ability to 
successfully adapt to technological changes, exposure to market 
risks, general economic and fiscal policies of Sri Lanka, inflationary 
pressures, interest rate volatilities, the performance of financial 
markets both globally and locally, changes in domestic and 
foreign laws, regulation of taxes and changes in competition in the 
industry and further uncertainties that may or may not be in the 
control of the Company. 

Investment Considerations 
It is important that this Prospectus is read carefully prior to making 
an investment decision. For information concerning certain risk 
factors, which should be considered by prospective investors, see 
“Investment Considerations and Associated Risks” in Section 11.0 of 
this Prospectus. 

Presentation of Currency Information and Other 
Numerical Data 
The financial statements of the Company and currency values of 
economic data or industry data in a local context will be expressed 
in Sri Lanka Rupees. References in the Prospectus to “LKR”, “Rupees” 
or “Rs.” are to the lawful currency of Sri Lanka. 

Certain numerical figures in the Prospectus have been subject to 
rounding adjustments; accordingly, numerical figures shown as 
totals in certain tables may not be an arithmetic aggregation of the 
figures that precede them. 

Presentation of Macroeconomic and Industry Data 
Economic and Industry data used throughout this Prospectus are 
derived from the CBSL, the Department of Census and Statistics 
and various other industry data sources, which the Company 
believes to be reliable, but the accuracy and completeness of 
that information is not guaranteed. Similarly, industry surveys and 
other publications, while believed to be reliable, have not been 
independently verified and neither the Company nor the Joint 
Managers to the Issue make any representation as to the accuracy 
and completeness of such information
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Prospectus Date 7th November 2011

Number of Shares to be 
Issued Initially

120,000,000 Shares

If the Option is exercised 170,160,129 Shares

Share Offer Price LKR 2.50

Amount to be Raised on 
the Number of Shares to be 
issued initially

LKR300,000,000

Amount to be Raised if the 
Option is exercised

LKR425,400,322.50

Minimum number of shares 
on application 

1000 Shares.  Applications for shares in excess of the minimum number should be 
in multiples of 1,000 shares. The Minimum number of shares would be allotted to all 

applicants who have been successful in receiving an allocation

Issue Opening Date 28th November 2011

Issue Closing Date 15th December 2011

Earliest Issue Closing Date Any Day prior to the Closing Date 
upon the Issue being fully subscribed.  Full subscription herein shall mean subscription 

being received in respect of 120,000,000 shares, subject to the Board reserving the right 
to exercise the option.

CSE Listing To be Listed on the Diri Savi Board

Issue at a Glance

Basis of Allotment No of Shares % Holding
Ref. 

Section

Employees of Asia Capital PLC & it’s subsidiaries [Yellow Application] 6,000,000 5% 5.12.1

If the Option is exercised, extra shares 2,508,006

Depositors of Asia Asset Finance Limited [Blue Application Form] 12,000,000 10% 5.12.2

If the Option is exercised, extra shares 5,016,013

Shareholders of Asia Capital PLC [Green Application Form] 18,000,000 15% 5.12.3

If the Option is exercised, extra shares 7,524,019 

Non retail investors [White Application Form] 24,000,000 20% 5.12.4

If the Option is exercised, extra shares 10,032,026 

Retail Individual Investors [White Application Form] 48,000,000 40% 5.12.5

If the Option is exercised, extra shares 20,064,052 

Unit Trusts [Pink Application Form] 12,000,000 10% 5.12.6

If the Option is exercised, extra shares 5,016,013 
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Note from the Chairman

Economy 

The year 2010, when the thirty year civil war ended, generated 

much optimism regarding Sri Lanka’s economic prospects. The 

real GNP growth at this time seemed to bear this out. The year 

2010 recorded an 8 percent real GDP growth, compared to 3.5 

percent in 2009, and as against the expected growth rate of 

7.5 percent in 2011. The business conglomerates that incurred 

losses in 2009 recorded nearly a 50% YoY growth in net earnings 

during 2010. Having displayed this striking buoyancy the 

private sector is expected to further accelerate in 2011.

The outlook for Sri Lanka’s tourism industry has been transformed 

dramatically since the ending of ethnic war In May 2009. Sri Lanka 

has since experienced several strong months of data, with January 

arrival figures standing at 74,197, a 46.2% YoY  increase. Despite 

sluggish global economic recovery, Sri Lanka marked a milestone 

in successfully receiving its 600,000th tourist for 2010 in December, 

ending the year on a resilient note.

Total consumption in the economy including government 

recurrent expenditure is expected to record a 22.5% upside 

to reach approximately LKR 4,845 bn in 2010 and is expected 

to have a 13.3 percent increase to reach LKR 5,487 bn. This 

indicates the expansionary influence of effective demand in 

the economy.  Investment levels including government capital 

expenditure are also anticipated to increase in 2010 by circa 

28.7% to reach LKR 1,524 bn and by 2011 to increase around 

17.3% to reach LKR 1,788 bn depending on the success of the 

business community in exploiting existing profit opportunities. 

Commercial bank loans recorded a massive increase by 26% 

YoY in 2010 and a significant fall in non-performing loans ratio 

indicating the increased demand for credit and improved 

economic prospects of the conglomerates. This turn-around in 

the financial sector was catalyzed by benchmark interest rates 

and policy rates falling from levels above 20% in 2008, following 

the government’s improved foreign reserves.

A new direction

With a new vision in hand for the emerging company AAFL 

emphasis was given to the growth and the stability of the 

previously unjust organization to be positive in making the 

company a going concern. During the year AAFL was able 

to restructure the company making effective loan recoveries, 

reducing provisioning and strengthening the balance sheet as 

required by the regulators to keep in par with the finance act.

Confidence of the stakeholders and general public depositors 

was gained over time and proved that correct management 

practices and following guidelines brought the desired results 

for AAFL. The public deposits grew satisfactorily whilst the 

confidence of the depositors was maintained at high levels.  

On a perspect of the company’s credit portfolio the 

organization performed above the industry norm whilst 

avoiding risky and doubtful advances over time.

The company was restructured during the year where a 

dynamic and young team, headed by a well qualified CEO was 

put in charge to steer the company with good guidance from 

the Board. 

Spreading Wings

AAFL was able to expand the branch network and played an 

effective role in participation in the development of areas 

outside Colombo. The wide spread network has been breaking 

even since inauguration whilst a number of new branches 

are set to spur over the short run. The wide spread branch 

network would be playing a catalyst role by deploying good 
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management practices and public relation capabilities. Further, 

the introduction of customer friendly financial products and 

services with a good speed of delivery would position AAFL as a 

trend setter in the financial market. 

Going beyond Compliance

The company which adheres to all the compliances, priorities 

business strategy to achieve objectives of supporting national 

goals whilst helping it’s clients to improve their livelihood 

standards. Company has diversified into products and services 

to develop sectors such as agriculture and transport throughout 

the country including North and East participation. Further, 

emphasis has been given to tourism, corporate business, 

trading, consumption, industrial development sectors as we 

have identified these as the growth drivers in the high geared 

local economy. 

Appreciation

I would like to thank my predecessor Mr. Mano Nanayakkara for 

his valuable guidance given in the restructuring of the company 

and there after contributing through a visionary approach for 

the growth and sustainability of the company with enthusiasm 

to make AAFL work as a strong company. 

I convey my admiration to all my fellow directors who have 

extended their fullest corporation right throughout. 

My special appreciation to the CEO and his management team 

for achieving desired goals and objectives and for the unstinted 

corporation extended.

The staff for the commitment, dedication and the support given 

as a well balanced team.

Our customers who have been with us for a very long period 

of time and our new customers who have opted to place 

their confidence in us by being our valuable depositors and 

borrowers.

The governor of Central Bank Mr. AjithNivard Cabral and the 

director of the team at the Non-Bank supervision department 

for all the guidelines and support given.

Our shareholders for their continuous support. I pledge that we 

will continue to add value to their investments .

The group directors, the CEO and his team at Asia Capital PLC 

for their valuable assistance given. Our lawyers Gunawardena 

and Ranasinghe Associates Associates for the invaluable 

assistance given in all aspects of legal matters including 

recovering of hardcore advances and our auditors for the 

services rendered by them.

Dayananda Muthukumarana

Chairman
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1.0	 Corporate Information
The Company

Asia Asset Finance Limited

Legal Form of the Company

A public limited liability company incorporated in Sri Lanka on 
September 23, 1970 under the Companies Ordinance (Chapter 
145) and re-registered under the Companies Act No.7 of 2007 
on January 23, 2008

Company Registration No.

NPVC 3266
[under the Companies Ordinance (Chapter145)]	  

New Registration No.	

PB 139

(Under the Companies Act No.7 of 2007.)	  

Place of Incorporation	

Colombo, Sri Lanka

Registered Office 	

Asia Asset Finance Limited
No 76/1, Dharmapala Mawatha, Colombo 03
Sri Lanka
Tel: +94112574682-5
Fax: +94112577477

Company Secretary	

P. R. Secretarial Services (Pvt) Limited
No 59, Gregory’s Road, Colombo 07
Sri Lanka
Tel: +94112671439
Fax: +94112671440

Auditors to the Company	

AIYAR & Company (upto 30th September 2011)
Chartered Accountants
“Charter House”
3rd floor, No 65/02,
Sri Chittampalam A. Gardiner Mawatha, Colombo 02
Sri Lanka
Tel: +94112423725
Fax: +94112423727

Ernst & Young (from 1st October 2011)
Chartered Accountants
No. 201, De Saram Place,                                    
Colombo 10
Sri Lanka
Tel: +94115579900
Fax:+94115579950/60 

Company Lawyer	

Gunawardena and Ranasinghe Associates
No 1056, Maradana Road, Colombo 08. 
Sri Lanka
Tel: +94112686626
Fax: +94112683022

Bankers to the Company	

Bank of Ceylon,

Super Grade Branch,
Merchant Tower,
St. Michael’s Road,
Colombo 3
Tel: 4711711

Commercial Bank of Ceylon PLC

Kollupitiya Branch,
285, Galle Road, Kollupitiya, Colombo 03.
Tel: 2577280	
Fax: 2575448

Sampath Bank PLC

Head Quarters Branch, Colombo 02
Tel : 4730630
Fax : 5331485

Seylan Bank Limited

Millennium Branch, Colombo 02.
Tel: 2456670
Fax: 2452501

Seylan Bank Limited

Negombo Branch, Negombo.
Tel : 312224302
Fax: 312224335	

Standard Chartered Bank

Kollupitiya Branch, Kollupitiya,
Colombo 03.
Tel: 2480444

Board of Directors 

Mr. Dayananda Muthukumarana
Chairman	(Appointed 14/07/2009)

Mr. Hiniduma Liyanage Lakpriya Manohan Nanayakkara	
Deputy Chairman / Managing Director (Appointed 17/03/2009)

Mr. Rajiv James Abeywickrama Gunawardena	
Director/ CEO (Appointed 7/12/2009)

Mr. Stefan Abeyesinhe	
Non Executive Director (Appointed 08/02/2011)

Mr. Puwalasiri Wijeratna	
Independent Director (Appointed 04/05/2011)

Dr. Warnakula Joseph Anthony Fernando	
Independent Director (Appointed 10/06/2011)

Mr. Chandrakumar Ramachandra	
Independent Director (Appointed 10/06/2011)

Mrs. Dayangani Priyanthi Pieris	
Alternate Director to Mr. H.L.L.M. Nanayakkara  
(Appointed 28/03/2011)
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2.0	 Relevant Parties to the Issue
Financial Advisor to the Issue	

Asia Wealth Management Company (Pvt) Ltd.
21 floor
West Tower
World Trade Centre
Colombo 1 – Sri Lanka
Tel:+94 11 5320000	
Fax: +94 11 2331756

Co-Managers to the Issue

Asia Wealth Management Company (Pvt) Ltd.
21 floor
West Tower
World Trade Centre
Colombo 1 – Sri  Lanka
Tel:+94 11 5320000	
Fax: +94 11 2331756

P W Corporate Secretarial (Pvt) Ltd
3/17, Kynsey Road, Colombo 08, Sri Lanka
Tel: +94 11 4640360
Fax: +94 11 4740588

Legal Advisor/Lawyer to the Issue 	

Ms. Priyanthi Pieris
Attorney-at-Law 
Solicitor (England & Wales)
3/14D, Kynsey Rd, Colombo 08
Tel: +94 11 4610476	
Fax: +94 11 4614476

Banker to the Issue	

DFCC Vardhana Bank 
73/5, Galle Road, Colombo 3
Tel: +94 11 2442244 
Fax: +94 11 2442245

Registrar to the Issue	

P W Corporate Secretarial (Pvt) Ltd
3/17, Kynsey Road, Colombo 08, Sri Lanka
Tel: +94 11 4640360
Fax: +94 11 4740588

Auditors and Reporting 	

AIYAR & Company
“Charter House”
3rd floor, No 65/02,
Sri Chittampalam A. Gardiner Mawatha, 
Colombo 02
Sri Lanka
Tel: +94112423725
Fax: +94112423727
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3.0	 Abbreviations used in the Prospectus
AAFL	
Asia Asset Finance Limited

ACAP	
Asia Capital PLC

ASI	
All Share Index

ASTRI	
Total Returns Index on the ASPI

ATS	
Automated Trading System

AWPLR	
Average Weighted Prime Lending Rate

Board/Board of Directors/Directors	
Board of Directors of AAFL

BTT	
Business Turnover Tax

Companies Act	
Co Act No. 07 of 2007 and any amendments made  
thereto from time to time

CAGR	
Compound Annual Growth Rate

CASA mix	
Current Accounts and Savings Accounts as a  
percentage of total deposits 

CBSL	
Central Bank of Sri Lanka

CDS	
Central Depository Systems (Private) Limited

Controller of Exchange	
Controller of Exchange, Exchange  
Control Department, CBSL 

CSE	
Colombo Stock Exchange

CSE Listing Rules	
Listing Rules of the CSE

CSR	
Corporate Social Responsibility

ESC	
Economic Service Charge

FCBU	
Foreign Currency Banking Unit

FY	
Financial Year

GoSL	
Government of Sri Lanka

ICC	
International Chamber of Commerce

IPO	
Initial Public Offering

LCB	
Licensed Commercial Bank

LSB	
Licensed Specialised Bank

MBA	
Master of Business Administration

MPI	
Milanka Price Index

MTRI	
Total Returns Index on the MPI

NIC	
National Identity Card

NII	
Net Interest Income

NPL	
Non-Performing Loan

NRFC	
Non-Resident Foreign Currency Account

PER	
Price Earnings Ratio

PLC	
Public Limited Company

RANSI	
Rupee Account for Non-Resident  
Sri Lankan Investment 

RFC	
Registered Finance Company

RGFCA	
Resident Guest Foreign Currency Account

Rupees/LKR/Rs.	
Lawful currency of Sri Lanka

SEC	
Securities and Exchange Commission of Sri Lanka

SIA	
Securities Investment Account

SLIPS	
Sri Lanka Inter-Bank Payment System

SME	
Small and Medium Enterprise

VAT	
Value Added Tax
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4.0	 Glossary of Terms Related to the Issue
Applicant/s	
Any investor who submits an Application Form under this Prospectus

Application Form/Application	
The application form that constitutes part of this Prospectus through which the investors may apply for the Shares in issue

Closure Date	
The date of closure of the subscription list as set out in Section 5.10 of this Prospectus

Financial Advisor	
Asia Wealth Management Ltd

Foreign Investor	
•  	 Citizens of Sri Lanka who are resident outside Sri Lanka and above 18 years of Age

•  	 Corporate bodies incorporated or established outside  
Sri Lanka; 

•  	 Foreign citizens above 18 years of age (irrespective of whether they residents of Sri Lanka or Overseas)

•	 Global, regional and country funds approved by the SEC Please refer Section 5.12 of this Prospectus for further details

Co-Managers to the Issue	
Asia Wealth Management Ltd
P W Corporate Secretarial (Pvt) Ltd

Local Time	
Sri Lanka Time

Market Day	
Any day on which CSE is open for trading

New Shares/Shares in issue	
One Hundred and Twenty Million shares (120,000,000) new Ordinary Voting Shares to be issued by the Company to the public at the 
Share Issue Price and in the event of the option being exercised One Hundred and Seventy Million One Hundred and Sixty Thousand 
One Hundred and Twenty Nine (170,160,129) new Ordinary Voting Shares to be issued by the Company to the public at the Share 
Issue Price.

Issue/IPO	
An invitation to the public by the Company to subscribe to the Shares in issue via an offer for subscription as detailed in  
Section 5.1 of  this Prospectus

Ordinary Shares/Issued and Paid up Ordinary Shares/Ordinary Voting Shares/ Shares	
Ordinary voting shares of Asia Asset Finance

Prospectus	
This Prospectus is dated 7th day of November 2011 

Share Issue Price	
Share Issue Price - LKR 2.50 per Share

Stated Capital	
The Stated Capital of AAFL
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5.0	 Details of the Issue
5.1	 The Issue
The offering contemplated herein shall constitute an invitation made to the general public to initially purchase One Hundred and Twenty 
Million (120,000,000) shares, which in the event of the Option being exercised by the Directors of accepting a further 50,160,129,  
a total of 170,160,129 new Ordinary Voting Shares of Asia Asset Finance would be offered at the Offer Price.

5.2	 Nature of Issued Shares
The issued shares shall rank equal and paripassu in all respects with the existing Ordinary Voting Shares of the Company with the right to vote, 
the right to an equal share in any dividend that may be paid by the Company after the allotment of the offered shares and the right to an 
equal share in the distribution of surplus assets of the company in liquidation.

5.3	 Size of the Issue
The issue would initially raise Sri Lankan Rupees Three Hundred Million (300,000,000) (120,000,000 shares). However if applications are 
received for over Rs. 300,000,000/- and the Directors decide to exercise the Option to accept up to a further 50,160,129 shares, the company 
would raise a total sum of Sri Lankan Rupees Four Hundred and Twenty Five Million Four Hundred Thousand Three Hundred and 
Twenty Two and cents Fifty. (LKR 425,400,322.50)

5.4	 Offer Price
The Offer Price will be LKR 2.50. The Board of Directors of Asia Asset Finance is of the opinion that the offer price is fair and reasonable to the 
company and to all existing shareholders of the Company.

5.5	 Objective of the Offering
The Central Bank of Sri Lanka, has required that all Registered Finance Companies be listed with the Colombo Stock Exchange on or before 
30th June 2011.  Subsequently, on the basis of the Company making the application to the CSE prior to 30th June 2011, the Company has 
informed the Central Bank that the listing would take place after 30th June 2011.

Although this has been the driving factor for the issue, the main objective of the issue is to raise sufficient funds through the issue and to 
utilize 90% of these funds to invest in the core operations of the organization (as per table 1 below), which includes Leasing - 20%, Hire 
Purchase – 10%, Corporate Loans -10%, Three Wheel -15%, Group Personal Loans – 10%, Consumer Finance – 10% and Pawning – 15%. This 
will help us to widen our margins between interest income and interest expense, as a result increasing the performance of the company. 

The remaining 10% of the issue will be utilized for branch expansion and product development of the company. We believe this will add 
value to the company and help establish a wider reach in the community to better service our clients. 

Asia Asset Finance believes that 90% of the IPO proceeds will be utilized within FY2011/2012, and the remaining 10%, which is allocated to 
branch expansion and product development, will be utilized as appropriate. . 

We also believe this will bring in a wider segment of ownership of the Company and thus build its image and reputation amongst the people 
of Sri Lanka. 

Upon successful completion of the issue, Asia Asset Finance will be listed on the Diri Savi Board of CSE. 

Asia Asset Finance believes that fulfillment of the objectives mentioned herein is essential for the growth and development of the company.

Table 1: Utilization of Funds

Sector Utilization

Core Operations 90%

Leasing 20%

Hire Purchase 10%

Corporate Loans 10%

Three Wheeler 15%

Group Personal Loans 10%

Personal Loans and Consumer 10%

Pawning 15%

Branch Expansion 10%

Total 100%
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5.6	 Listing
The offering herein contemplated comprises of initially One Hundred and Twenty Million (120,000,000) Ordinary Voting Shares 
which will amount to 21.38% of the issued and paid up Ordinary Voting Shares of the company subsequent to the offering.  However 
if the Directors exercise the Option as herein provided the total number of Shares on offer shall be One Hundred and Seventy Million 
One Hundred and Sixty Thousand One Hundred Twenty Nine (170,160,129) Ordinary Voting Shares which will amount to 27.8% of the 
issued and paid up Ordinary Voting Shares of the company subsequent to the offering.

An application has been made to the CSE for permission to deal in and for a listing of 611,316,018 Ordinary Voting Shares being 
the entirety of the issued and paid up Ordinary Voting Shares of the Company subsequent to the offering, (based on the option being 
exercised)which is represented by the stated capital of LKR 1,095,910,586/55.

Upon the successful completion of the offering, the company will be listed on the DiriSavi Board of the Colombo Stock Exchange, 
subject to compliance with Rule 2.1.3 of the CSE Listing Rules.

Please also refer to the section 10.1.1 pertaining to the listing of further 18,906,681 shares to be allotted to the Trustees of an Employee 
Share Ownership plan, to be implemented subject to the regulatory approvals being received.

5.7	 Cost of the Offering
The Directors estimate that the total cost of the issue including the Managers fees, Registrars’ fees, fees payable in respect of services 
rendered by any lawyers, accountants, postage, printing and marketing costs, brokerage, stamp duty payable on the issue of shares, 
etc will be approximately LKR 18.5 mn. Such costs will be borne by the company from internally generated funds. 

5.8	 Brokerage
Brokerage at the rate of zero decimal Brokerage at the rate of zero decimal five per centum (0.5%) of the Share Issue Price will be paid 
in respect of the number of shares allotted/allocated on Applications bearing the original seal of any bank operating in Sri Lanka or a 
member/trading member of the CSE or Asia Capital or any other intermediary appointed by the Company involved in the marketing 
of the Issue. 

5.9	 Minimum Subscription and Underwriting
There is no minimum amount required to be raised on this Issue. 

AAFL has not entered into any underwriting arrangement with regards to this Issue. 

The Company shall seek a listing irrespective of whether the Issue is fully subscribed or not (subject to the Company satisfying the 
requirements of CSE Listing Rules). In the event of an under-subscription, AAFL is confident that the shortfall of funds can be financed 
through internally generated funds and borrowings such as deposit mobilization and bank facilities amongst other sources 

5.10	 Subscription List and Closure Date
The subscription list for the Shares in issue will open at 9.00 a.m. on 28th November 2011 and shall remain open for fourteen (14) 
Market Days (including the date of opening) until closure at 4.30 p.m. on 16th December 2011.

The Board of Directors shall close the subscription list on any Market Day, within the period of fourteen (14) Market Days in which it is 
fully subscribed. In such an event, the finance company shall inform the CSE in writing immediately of such fact and the subscription 
list will be closed at 4.30 p.m. on the same day on which it is fully subscribed with the notifi cation to the CSE.

Fully subscribed herein shall mean subscription being received in respect of 120,000,000 shares subject to the Directors’ right to 
exercise the option.

5.11	 Inspection of Documents
Articles of Association, Auditors’ Reports and Audited Financial Statements for the five (05) Financial Years ended March 31, 2011 
(i.e. the five (05) Financial Years immediately preceding the date of this Prospectus) and the three (03) month period ended June 
2011,Material Contracts as disclosed in Section 9.6 and all other documents referred to in this Prospectus would be made available 
for inspection by the public during normal working hours at the Registered Office of the Company from the date hereof, until the 
subscription list closes or up to fourteen (14) Market Days, whichever is earlier. 
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The Prospectus, Application Forms and Articles of Association of Asia Asset Finance Limited will be available on the website of the CSE, 
www.cse.lk, the website of the company, www.asiaassetfinance.com and the websites of Managers to the Issue, www.asiacapital.lk from 
the date hereof, until the subscription list closes or up to fourteen (14) Market Days, whichever is earlier. 

5.12	 Eligible Applicants
Applications are invited from the following categories of investors:  Having a Valid Account in the Central Depository System (Pvt) Ltd 
(CDS ACCOUNT) at the time of submitting the application.

•	 Citizens of Sri Lanka who are resident in or outside Sri Lanka and above 18 years of age; or 

•	 Companies, corporations or institutions incorporated or established within Sri Lanka; or 

•	 Corporate bodies incorporated or established outside Sri Lanka; or 

•	 Approved provident funds and contributory pension schemes registered/incorporated/established in Sri Lanka (in this case, 
Applications should be in the name of the Trustee/Board of Management in order to facilitate the opening of the CDS account); 

•	 Foreign citizens above 18 years of age (irrespective of whether they are resident in Sri Lanka or overseas); or 

•	 Global, regional and country funds approved by the SEC. 

Please note that Applications made by individuals under 18 years of age or those in the names of sole proprietorships, partnerships, 
unincorporated trusts and non-corporate bodies will be rejected. 

Eligible Applicants may fall in to one or more of the following categories. 

APPLICANTS ARE ELIGIBLE TO APPLY UNDER ONE CATEGORY ONLY.  IF APPLICATION IS MADE FOR MORE THAN ONE 
CATEGORY, THE DIRECTORS SHALL REJECT SUCH MULTIPLE APPLICATIONS.

5.12.1	 Category A – Employees of Asia Capital PLC and its subsidiaries [Yellow Form]

[No of shares available initially for allotment – 6,000,000 and if the option is exercised, a further 2,508,006- totaling 8,508,006 (5%) ]

Company employees would not be given any financial assistance to purchase any shares.

5.12.2	 Category B - Depositors of Asia Asset Finance Limited [Blue Form]

[No of shares available initially for allotment – 12,000,000 and if the option is exercised, a further 5,016,013 - totaling - 17,016,013 (10%)]

Depositors of the company (subject to satisfying the other Application Criteria as referred to in this Prospectus). 

5.12.3	 Category C – Shareholders of Asia Capital PLC [Green Form]

[No of shares available initially for allotment – 18,000,000 and if the option is exercised, a further 7,524,019- totaling - 25,524,019 (15%) ]

Shareholders of Asia Capital PLC as at the date of Allotment of Shares on this issue would be given preferential allocation in relation to 
the shareholding of the parent company-Asia Capital. Applicants should hold Asia Capital shares as of 31st March 2011and continue to 
hold such shares as at the date of allotment of shares of the issue to be eligible to apply under this criterion. 

5.12.4	 Category D – Non Retail Investors  [White Form]

[No of shares available initially for allotment – 24,000,000 and if the option is exercised, a further 10,032,026 - totaling - 34,032,026 
(20%) ]

Investors who are not covered under any other category applying for more than 40,000 shares (i.e. above LKR 100,000.00 in value) shall 
fall under the Non Retail investor category.

5.12.5	 Category E – Retail Individual Investors [White Form]

[No of shares available initially for allotment – 48,000,000 and if the option is exercised, a further 20,064,052 - totaling 68,064,052 (40%)]

Shall mean an INDIVIDUAL INVESTOR (OTHER THAN A COMPANY) who subscribe for a maximum of 40,000 shares (i.e. Rs. 100,000/- and 
below in value), as per the direction issued by the Securities and Exchange Commission ref: SEC/LEG/11/03/36 of 10th March 2011.

5.12.6	 Category F – Unit Trusts [Pink Form]

[No of shares available initially for allotment – 12,000,000 and if the option is exercised, a further 5,016,013 - totaling - 17,016,013 (10%)]
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Unit Trust applying under this category for preferential allotment in terms of the direction issued by the Securities and Exchange 
Commission ref: SEC/LEG/11/03/36 of 10th March 2011 shall mean in terms of Securities and Exchange Commission ref: SEC/
LEG/11/06/01 of 6th June 2011;

  “Growth or balanced unit trusts operated by Managing Companies licensed by the SEC, comprising of not less than 500 unit holders 
resident in Sri Lanka who together hold atleast 50% of that fund…. For this purpose “Unit Holder” shall mean an individual who has 
made an investment in units not exceeding the value of Rs. 10 Million in that unit trust fund.  

The Minimum subscription of 1,000 shares shall be allotted to all Applicants receiving a successful allocation.

In the event of under subscription in categories A,B, C the Non-Retail investor Category shall be given first priority in allotment of 
shares so under-subscribed. 

In the event of an under-subscription of Non-Retail Investor Category, the categories A, B and C shall be given first priority in allotment 
of shares so under-subscribed.

In the event of an under subscription in the Unit Trust category, the Retail Individual Investor category shall be given first priority in 
allotment of shares so under subscribed. In the event of an under subscription in the Retail Individual Investor category, the Unit Trust 
category shall be given first priority in allotment of shares so under subscribed.

Only one Application can be made by an Applicant. Consequently please note that an Applicant may apply only in respect of one 
category.  Multiple Applications shall be rejected. 

Subjected to the above preferential allotment within a category shall be made at the discretion of the Directors in a fair manner.

The Unit Trust application should be submitted together with a letter from the Trustee, stating that the Unit Trust conforms to the 
criteria set out in the Securities and Exchange Commission Directive SEC/LEG/11/03/36 relating to Growth or Balance Unit Trust.

5.13	 The Procedure for Application
Applicants applying for the Shares in issue should submit their Applications in the manner as set out in this Prospectus. 

The Prospectus will be made available free of charge from the collection points listed in Annex A. The Prospectus can also be 
downloaded from www.asiaassetfinance.com, www.cse.lk and www.asiacapital.lk. 

5.13.1	 How to Apply

Application Forms for Category A, (Yellow Form) Category B (Blue Form), Category C(Green Form), Category D and Category E (White 
Form) and Category F (Pink form) will be made available from the collection points listed in Annex A, and can also be downloaded 
from www.asiaassetfinance.com, www.cse.lk, and www.asiacapital.lk. Please note that if the Application is down loaded it 
must be printed on Paper according to the Colour Code as specified above as applicable to the Applicant 

Applicants applying under Category A should submit the YELLOW Application Forms to Asia Capital PLC for verification by ACAP as 
eligible Applicants together with the applicable remittance (cheque or bank draft or bank guarantee only) for the full amount payable 
on Application, prior to 4.30 p.m. Local Time on the Closure Date, for onward transmission to the Registrar to the Issue. 

Applicants applying under Category B should submit the BLUE Application Forms to Asia Asset or any of its branches listed in Annex 
A for verification by AAFL as eligible Applicants together with the applicable remittance (cheque or bank draft or bank guarantee only) 
for the full amount payable on Application, prior to 4.30 p.m. Local Time on the Closure Date, for onward transmission to the Registrar 
to the Issue. 

Applicants applying under Category C should submit the GREEN Application Form under section 5.13.9 with proof of Share holding 
in Asia Capital as at 31st March 2011.CDS Statement as at 31st March 2011 or if the Shares are not deposited with the CDS, a Letter 
from the Company Secretaries – P R Secretarial Services (Pvt) Ltd confirming the Number of Shares held as at 31st March 2011 should 
accompany the application form for verification of the shareholding.

Applicants applying under Category C should submit their Application Forms to the Registrar to the Issue in terms of Section 5.13.9. 

Details of submission for Categories D, E and F is stipulated in section 5.13.9
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Exact size photocopies (provided that they are printed on the relevant coloured paper as specified herein) of the original 
Application Form will also be permissible provided it is photocopied on paper according to the color code as specified above 
as applicable to the applicant.

•  Only one Application Form may be submitted by an Applicant. If an Applicant has forwarded more than one Application Form 
(even though it is in respect of different categories), it will be construed as multiple Applications and will be rejected. An Applicant 
of a joint Application, applying through another Application Form is also deemed to have made multiple Applications and will be 
rejected. An Applicant who has made an Application under a margin trading account should not apply individually or jointly on a 
separate Application Form. Such Applications will also be construed as multiple Applications and will be rejected.

The Company reserves the right to reject multiple Applications and suspected multiple Applications.

Care must be taken to follow the instructions on the reverse of the Application Form. Applications that do not strictly 
conform to such instructions and additional conditions set out hereunder or which are illegible may be rejected. 

All applicants should indicate in the application for shares, their CDS account number for reference.

As per the Directive of the Securities and Exchange Commission made under Circular No. 08/2010 dated November 22, 2010 and 
Circular No. 13/2010 issued by the Central Depository System (Private) Limited dated November 30, 2010, all Shares allotted shall  
be directly uploaded to the CDS accounts. As such, all Applicants should indicate their CDS account number in the Application 
Form. Applicants who do not have a CDS account are advised to open a CDS account prior to submitting the Application, in order 
to facilitate the uploading of allotted Shares to their CDS account.

APPLICATIONS WHICH DO NOT CARRY THE CDS ACCOUNT NUMBER, WHICH IS NOT OPENED AT THE TIME OF THE CLOSURE OF 
THE SUBSCRIPTION LIST OR WHICH INDICATE AN INCORRECT/INACCURATE CDS ACCOUNT NUMBER SHALL BE REJECTED AND NO 
ALLOTMENTS WILL BE MADE.

THE ALLOTTED SHARES WOULD BE CREDITED TO THE APPLICANT’S CDS ACCOUNT so indicated. PLEASE NOTE THAT SHARE 
CERTIFICATES SHALL NOT BE ISSUED. 

If you wish to open a CDS account, you may do so through any Member/Trading Member of the CSE as set out in Annex A or 
through any Custodian Bank as set out in Annex B of this Prospectus. 

Applicants have the option of having their shares ‘locked’ in the CDS as described below. Shares that are locked would not 
be available for trading purposes and would not be visible to the participant. Such Applicants would have to fill in a separate 
section in the Application Form for this purpose. If the Applicant has not specified that his/her Shares need to be deposited 
to his/her ‘locked’ balance in the CDS account, the said Shares would be deposited to Applicant’s ‘trading’ balance in the CDS 
account. 

Operation of a ‘locked’ balance in the CDS 

In order to preserve the confidentiality of shareholder information and to ensure that securities are not made available for trading for 
those shareholders who do not want to trade the securities, the CDS would provide a mechanism where securities can be ‘locked’ in 
the CDS account. 

The CDS would maintain two balances for each CDS account, namely a ‘trading’ balance and a ‘locked’  balance. The trading balance 
would be visible to the CDS participant and all dealings and trading would be permitted on the said trading balance, as done 
presently. 

As opposed to the trading balance, the locked balance will not be visible to the CDS participant and all dealings on such locked 
balance would be suspended thereby maintaining the confidentiality of the information and also safeguarding the account holder 
from an unauthorised sale by a broker. 

At the option and request of an account holder, the CDS would transfer a named quantity of securities from the locked balance to the 
trading balance of a CDS account and/or from the trading balance to the locked balance.



PROSPECTUS    |    ASIA ASSET FINANCE LIMITED 25

5.13.2	 Number of Shares Applied

Applications should be made for a minimum of One Thousand (1000) Shares or in multiples of One Thousand (1000) Shares 

Applications made for less than One Thousand (1000) Shares or for a number which is not in multiples of thousand (1000) Shares 
will be rejected and the accompanying cheques, bank drafts or bank guarantees will not be sent for clearing and be returned via 
ordinary post at the risk of the Applicant, or in the case of joint Applicants, the first named Applicant. The cheque, bank draft or 
bank guarantee should be issued to the exact value of the number of Shares applied for multiplied by the Share Issue Price. 
Cheques, bank drafts or bank guarantees not conforming to the above requirement will be rejected. 

Please refer Section 5.14.1 for details with respect to the mode of remittance. 

IMPORTANT:

All  applicants applying under the Employee or the Retail Individual categories should indicate in the Application for Shares, their CDS 
account number.

As per the Directive of the SEC made under Circular No.08/2010 dated November 22, 2010 and Circular No.13/2010 issued by the CDS 
dated November 30, 2010, all Shares allotted shall be directly uploaded to the CDS.  All Applicants should indicate in the Application, 
the Applicants’ CDS Account Number. APPLICATIONS WHICH DO NOT CARRY THE CDS ACCOUNT NUMBER, WHICH IS NOT 
OPENED AT THE TIME OF THE CLOSURE OF THE SUBSCRIPTION LIST OR WHICH INDICATE AN INCORRECT/INACCURATE CDS 
ACCOUNT NUMBER SHALL BE REJECTED AND NO ALLOTMENTS WILL BE MADE.

PLEASE NOTE THAT SHARE CERTIFICATES SHALL NOT BE ISSUED.

If you wish to open a CDS Account, you may do so prior to making the Application, through any Member/Trading Member of the CSE 
or through any Custodian Banks as set out in Annex B of this Prospectus.

5.13.3	 Identification Information

All Applicants should provide in the application, their CDS account number in the appropriate cage provided.

A valid CDS account number must be stated in the Application Form, and any Application Form which does not provide 
the appropriate identification information will be rejected. All information about the applicant (such as Name. Address, 
Nationality, NIC or Passport number)will be downloaded from the CDS number given in the application form. In the event 
of any discrepancy between the information in the CDS and in the application, the information in the CDS shall take 
precedence.

5.13.4	 Key Responsibility of Investors

All applicants should indicate in the application for shares, their CDS account number for reference purposes.

As per the Directive of the Securities and Exchange Commission made under Circular No. 08/2010 dated November 22, 2010 and 
Circular No. 13/2010 issued by the Central Depository System (Private) Limited dated November 30, 2010, all Shares allotted shall  
be directly uploaded to the CDS accounts. As such, all Applicants should indicate their CDS account number in the Application 
Form. Applicants who do not have a CDS account are advised to open a CDS account prior to submitting the Application, in order 
to facilitate the uploading of allotted Shares to their CDS account. 

Please note that upon the allotment of Shares under this Issue, for Applicants who have indicated their CDS account details in the 
Application Form, THE ALLOTTED SHARES WOULD BE CREDITED TO THE APPLICANT’S CDS ACCOUNT so indicated. PLEASE NOTE 
THAT SHARE CERTIFICATES SHALL NOT BE ISSUED. 

If you wish to open a CDS account, you may do so through any Member/Trading Member of the CSE as set out in Annex A or 
through any Custodian Bank as set out in Annex B of this Prospectus. 

Non-Resident Investors

Non-resident investors may be affected by the laws of the jurisdiction of their residence. If the non-resident investors wish to apply for 
the Shares, it is their responsibility to comply with the laws relevant to the jurisdiction of their residence and of Sri Lanka. 

5.13.5	 Margin Trading

Applicants who wish to apply through their margin trading account, should submit the Application in the name of the “margin 
provider/Applicant’s name” signed by the margin provider. The Applicants should state the relevant CDS account number relating 
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to the margin trading account in the space provided for the CDS account number in the Application Form. The Application should 
indicate the CDS Account number of the Applicant / Borrower in addition to the Margin Provider’s CDS Account Number.

A photocopy of the margin trading agreement must be submitted along with the Application. 

Please note that the margin provider can apply under its own name and such Applications will not be construed as multiple 
Applications. Details of multiple Applications are available under Section 5.13.1. 

5.13.6	 Applications Made Under Power of Attorney

In the case of Applications made under Power of Attorney (POA), a copy of the said POA, certified by a Notary Public to be a true 
copy of the original, should be lodged with the Registrar to the Issue along with the Application Form. The original POA should not 
be attached. 

5.13.7	 Joint Applications

If the ownership of Shares is desired in the name of one individual, full details should be given only under the heading, SOLE/FIRST 
APPLICANT in the Application Form. In the case of joint Applicants, the signatures and particulars in respect of all Applicants must be 
given under the relevant headings in the Application Form. 

Joint Application Forms are permitted only for natural persons not exceeding three Applicants. Joint Applicants should note that all 
parties should either be residents of Sri Lanka or non-residents. An Applicant of a joint Application shall not apply through a separate 
Application Form either individually or jointly under the same category. 

5.13.8	 Rejection of Applications

•  	 Application Forms which are incomplete in any way and/or are not in accordance with the terms and conditions set out in Section 
5.0 of this Prospectus will be rejected at the absolute discretion of the Company. 

Application Forms which do not carry the CDS Account Number of the Applicant, (and where applicable the CDS Account 
Number of the Applicant and the Margin Provider) which is not opened at the time of the closure of the subscription list 
(either on the date fixed for closing, or on an earlier date if fully subscribed) or which indicate an incorrect/inaccurate CDS 
Account Number shall be rejected.

IMPORTANT:
As facilitated by the CDS the Registrars to the issue, shall based on the CDS Account Number given in the application form, down load 
the information of the Applicant such as the Full Name, Address, National I D Number/Passport Number.  Therefore the information 
carried in your CDS shall supersede the information given in the Form of Application.  In the circumstances the Applicants are required 
to indicate in the Application Form, the Applicants CDS Account Number (and not any other person CDS Account Number) and other 
details as are given in the CDS Account.    

•  	 Any Application Form which does not provide the CDS account number will be rejected. 

•  	 Applications delivered by hand after 4.30 p.m. Local Time on the Closure Date of the Issue will be rejected. Applications received by 
courier/post after 4.30 p.m. Local Time on the succeeding Market Day immediately following the Closure Date of the Issue, will also 
be rejected even if they carry a courier acceptance date/postmark date earlier than the Closure Date. 

•	 Applications made for less than one thousand (1000) Shares or where the application is for more than 1000shares, for a number 
which is not in multiples of thousand (1000) Shares will be rejected. 

•  	 Only one Application can be made by an Applicant. Please note that an Applicant may apply only in respect of one category. 
Multiple Applications shall be rejected. The Company reserves the right to reject multiple Applications and suspected multiple 
Applications which are not allowed, as mentioned in Section 5.13.1, 

•  	 An Application Form accompanied by two or more cheques or bank drafts or bank guarantees will be rejected. 

•  	 Applications made by individuals below 18 years of age or those in the names of sole proprietorships, partnerships, unincorporated 
trusts and non-corporate bodies will be rejected. 

Notwithstanding any provision contained herein, the Board of Directors shall reserve the right to refuse any Application or 
to accept any Application in full or part. 
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5.13.9	 Submission of Applications

Application Forms properly and legibly filled in accordance with the instructions thereof, along with the applicable remittance (cheque 
or bank draft or bank guarantee only) for the full amount payable on Application should be enclosed in a sealed envelope marked 
“Asia Asset Finance - Initial Public Offering “ on the top left-hand corner and be addressed and dispatched by post or courier or 
delivered by hand to the Registrar to the Issue at the following address prior to 4.30 p.m. Local Time on the Closure Date. 

P W Corporate Secretarial (Pvt) Ltd 
3/17, Kynsey Road 
Colombo 08 
Sri Lanka 

In the case of Applications dispatched by courier or post, such Applications should reach the Registrar to the Issue no later than 4.30 
p.m. Local Time on the Market Day immediately following the Closure Date. Any Applications received after the above deadline shall 
be rejected even though the courier or postmark is dated prior to the Closure Date. 

Applicants applying under categories A, B and C should refer item 5.13.1 of this Prospectus

Applicants under category C should fill in the number of shares the Applicant holds in Asia Capital PLC in the appropriate 
cage to obtain preferential allocation benefits. Further, where shares are held in the CDS a CDS statement as at 31st March 
2011,stating the number of shares at ACAP should accompany the application form for verification of the shareholding. 
(Refer: 5.12.3)

Those eligible under the category ‘C’ should continue to be Shareholders for such number of shares indicated in the 
confirmation as at the date of allotment. 

Applicants applying under categories D, E and F could also hand over the applications over to the Mangers to the offering, 
the Bankers to the offering and its designated branches, to AAFL and its designated branches, members and trading 
members of the CSE as set out in Annex A prior to 4.30 p.m local time on the closure date.

5.14	 Payment of Application Monies
5.14.1 	Mode of Remittance

Payment should be made separately in respect of each Application by way of a cheque or bank draft or bank guarantee. Remittances 
on Applications will be deposited in a separate bank account in the name of 

“Asia Asset Finance - Initial Public Offering” and crossed “Account Payee Only”. 

Payment for Applications for values below Rupees One Hundred Million (LKR. 100,000,000.00) could be supported by a 
cheque or bank draft or bank guarantee. Payment for Applications above and inclusive of Rupees One Hundred Million (LKR. 
100,000,000.00) should only be accompanied by a bank guarantee. 

Each Application Form should be accompanied by only one cheque or bank draft or bank guarantee and should be issued for the full 
amount indicated in the Application Form. An Application Form accompanied by two or more cheques or bank drafts or bank 
guarantees will be rejected. However in order to accommodate applications of a value above LKR 99,999,999/- (only), in 
view of the recent Central Bank directions/Sri Lanka Interbank Payment System, applicants for shares of a value above LKR 
99,999,999/- will be permitted to submit multiple Bank Drafts (Not Cheques) or Bank Gurantees. Applicants are requested to 
attach a list to the application form giving details of such payments as provided for in the application form. 

Cash will not be accepted. Anyone wishing to pay cash should obtain a bank draft from any LCB in Sri Lanka. 

5.14.2	 Cheques or Bank Drafts - Resident Sri Lankan Investors

Cheques or bank drafts should be drawn on any LCBs in Sri Lanka and crossed “Account Payee Only” and made payable to 
“Asia Asset Finance - Initial Public Offering”. 

Cheques or bank drafts accompanying Application Forms made for less than One Thousand (1,000) Shares or for a number which is 
not in multiples of One Thousand (1,000) Shares (as mentioned in Section 5.13.2) will not be sent for clearing and shall be returned via 
ordinary post at the risk of the Applicant, or in the case of joint Applicants, to the first named Applicant. 
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In the event that cheques are not realised within three (03) Market Days from the day of presenting the same to the bank for clearing, 
the cheques will be returned and no allocation of Shares will be made to the Applicants. 

Applicants residing in outstation areas from which cheque clearance may take over two (02) Market Days are advised to 
make payment via bank drafts to avoid any delays. 

Cheques must be honoured on first presentation to the bank for the Application to be valid. Applications supported by cheques 
which are not honoured on the first presentation will be rejected. 

5.14.3	 Bank Guarantees - Resident Sri Lankan Investors

Applications made by resident Sri Lankan investors backed by bank guarantees presented in line with the requirements set out in 
Section 5.14.1, will be accepted. Bank guarantees will be presented to the respective banks only after the Shares in issue have been 
allocated/allotted. Bank guarantees should be issued by any LCB in Sri Lanka and in favour of “Asia Asset Finance - Initial Public 
Offering” in a manner acceptable to the Bank and be payable on demand. 

Investors are advised to ensure that sufficient funds are made available in order to honour the bank guarantee, inclusive of charges, 
when called upon to do so by the Registrar to the Issue. Investors are encouraged to discuss with their relevant bankers with regard to 
the issuance of bank guarantees and all related charges that would be incurred by the investors. 

Foreign Investors and non-resident Sri Lankan investors should refer Section 5.14.4 for information regarding procedures for bank 
guarantees. 

5.14.4	 Foreign Currency Remittance

This section is applicable to citizens of Sri Lanka who are above 18 years of age and resident overseas, corporate bodies incorporated 
or established outside Sri Lanka, global, regional or country funds approved by the SEC and foreign citizens (irrespective of whether 
they are resident in Sri Lanka or overseas) who are above 18 years of age. 

The abovementioned Applicants should make their payments using one of the following methods as the case may be. 

•	 A Foreign Investor may invest through a SIA maintained with any LCBs in Sri Lanka. The procedure for arranging payments through 
a SIA is presented below;

-	 A Foreign Investor may use the services of a custodian bank as an intermediary when investing in the Sri Lankan securities 
market.

-	 The intermediary may open a SIA, on the investor’s behalf. In conjunction with the SIA, an account with the CDS must be 
opened.

-	 In respect of global, regional or country funds investing for the first time in Sri Lanka, the intermediary will facilitate the approval 
process regulated by the SEC.

-	 Payment for Shares should be made through a cheque or bank draft or bank guarantee against the funds  arranged through the 
SIA and made payable to “Asia Asset Finance - Initial Public Offering”. 

• 	 A Foreign Investor may invest through inward remittances of foreign currency held in a FCBU account of the Applicant maintained 
with any LCB in Sri Lanka. The Applicant should forward the Application Form supported by a bank guarantee drawn on the 
Applicant’s FCBU account pending allotment of Shares in issue. 

-	 Upon allotment of Shares in issue, foreign currency to the extent of the Sri Lanka Rupee equivalent value of Shares in issue 
allotted would be called on the bank guarantee drawn on the Applicant’s FCBU account. The requisite funds would then be 
credited to a SIA opened in favour of the Applicant via the aforementioned FCBU account. 

-	 This procedure would protect a prospective investor from any losses accruing due to fluctuating exchange rates.

• 	 In addition to the payments made through SIA and FCBU mentioned above, a foreign citizen resident in Sri Lanka under the 
Resident Guest Scheme may invest through the RGFCA maintained with any LCB in Sri Lanka. An investor who wishes to avail him/
herself of this facility should make the payment for Shares through a bank draft or a bank guarantee against the funds arranged 
through the RGFCA and made payable to “Asia Asset Finance - Initial Public Offering”. 
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•	 Non-resident Sri Lankans can remit money for investment purposes in Sri Lankan companies through RANSI maintained with 
authorised dealers.

-	 Sri Lankan citizens who have left the country to take up employment, business or a profession and continue to reside abroad 
and those citizens of Sri Lanka who have made their permanent place of abode outside Sri Lanka are eligible to operate a RANSI 
with authorised dealers. 

-	 Remittances by non-resident Sri Lankans in connection with this Issue could be made via cheques or bank drafts purchased out 
of funds arranged through the RANSI. There are no exchange control restrictions on 	remittance of funds that may be available in 
a RANSI. 

-	 Where a RANSI holder is also the holder of a NRFC account, movement of funds between a RANSI and a NRFC account of the 
holder is freely permitted, so long as the account holder continues to reside abroad and does not cease to be a citizen of Sri 
Lanka. Therefore, funds in the NRFC account could be transferred to a RANSI through which investment in Shares in issue could 
be made.

Cheques or bank drafts or bank guarantees should be endorsed by the issuing custodian bank, to the effect that, 
arrangements have been made to facilitate such payment to be made against funds available in the individual’s SIA/
FCBU/RGFCA account. The endorsement must be clearly indicated on the cheque or bank draft or the bank guarantee. 
Alternatively, a document detailing the endorsement could be submitted along with the payment and Application. 

Bank drafts drawn on a RANSI account should also be endorsed in line with the above. 

Applications supported by foreign currency remittances should be made in conformity with requisite declarations 
accompanied by the documentation stipulated by the Controller of Exchange. 

5.14.5	 Restrictions Applicable to Foreign Citizens Resident in Sri Lanka
Foreign citizens resident in Sri Lanka may make payments through Sri Lanka Rupee accounts only if they possess dual 
citizenship where one such citizenship is Sri Lankan. Foreign citizens having Sri Lankan citizenship should attach a certified copy of 
the citizenship certificate with the Application Form. 

Foreign citizens residing in Sri Lanka having valid residency visas should note that they cannot make remittances via cheques or bank 
drafts or bank guarantees drawn on Sri Lanka Rupee accounts maintained with any LCBs in Sri Lanka but may do so via SIA/FCBU/
RGFCA account as detailed in Section 5.14.4 above. Applications made by foreign citizens not in accordance to the foregoing 
shall be rejected. 

5.15	 Banking of Payments
All cheques or bank drafts or bank guarantees received in respect of Applications will not be banked or called on until the Market Day 
after the Closure Date of the subscription list, in terms of the CSE Listing Rules. 

5.16	 Returning of Monies of Rejected Applications
Where an Application Form is rejected, the cheque or bank draft or bank guarantee received in respect of the Application will be 
returned via ordinary post at the risk of the Applicant. In the case of joint Applicants, the cheque or bank draft or bank guarantee 
received in respect of the Application will be returned to the first named Applicant. 

Where the Application Form is accepted and the cheque or bank draft or bank guarantee is not honoured at the first presentation, the 
Application will also be rejected and the dishonouredcheque or bank draft or bank guarantee will be returned via ordinary post at the 
risk of the Applicant. In the case of joint Applicants, the dishonouredcheque or bank draft or bank guarantee will be returned to the 
first named Applicant. 

5.17	 Allotment of Shares in Issue
Please refer section 5.12 hereof.

5.18	 Refunds on Applications
Where an Application is accepted only in part, the balance of the monies received on Application will be refunded. Refunds on Shares 
that have not been allotted will be refunded on or before the expiry of ten (10) Market Days from the Closure Date (excluding the 
Closure Date) as required by the CSE Listing Rules. Applicants would be entitled to receive interest at the last quoted AWPLR published 
by the CBSL plus 5%, on any refunds not made by the expiry of the abovementioned period. 
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Refunds via SLIPS 
The refund payment will be made to the bank account specified by the Applicant through the SLIPS on or before the expiry of ten 
(10) Market Days from the Closure Date (excluding the Closure Date) as required by the CSE Listing Rules and a payment advice 
shall be issued to the Applicant provided that the Applicant has submitted accurate and complete details of his bank account in the 
Application Form. However, SLIPS transfers are subject to a maximum limit of LKR 5mn imposed by the CBSL with effect from October 
29, 2010 as per Operating Instruction Circular No. 11/2010 dated October 25, 2010. 

Even though the Applicant has requested for SLIPS transfer for refund amounts and submitted accurate and complete details of 
the bank account in the Application Form, refund amounts exceeding LKR 5mn will be made by a crossed cheque in favour of the 
Applicant and sent by ordinary post at the risk of the Applicant. In the case of a joint Application, a crossed cheque will be drawn in 
favour of the Applicant whose name appears first in the Application Form. 

In the event the refund payment is effected via SLIPS based on the bank account details provided by the Applicant in the Application 
Form, but is rejected by the Applicant’s bank due to inaccurate or incomplete information, such refund payments would be made 
via a crossed cheque in favour of the Applicant and sent by ordinary post at the risk of the Applicant. In such instances, the Company 
together with the Registrar to the Issue will send the refund cheques to such Applicants at the earliest possible and the Applicant 
should not hold the Bank or the Registrar to the Issue accountable for such delays. 

Investors could refer the following link to gain information on bank and branch codes applicable fpr SLIP transfers:

http://www.lankaclear.com/products_and_services/sl_interbank_payment_system_guideline.php

Refunds via Crossed Cheque
If the Applicant has not provided details of the bank account in the Application Form or has provided inaccurate or incomplete details 
of the bank account with respect to refunds via SLIPS, the refund payment will be made by a crossed cheque in favour of the Applicant 
and sent by ordinary post at the risk of the Applicant. In the case of a joint Application, a crossed cheque will be drawn in favour of the 
Applicant whose name appears first in the Application Form. 

A request for cancellation of crossing on the refund cheque, in instances where the Applicant does not maintain a current account, 
should be addressed to the Registrar to the Issue in writing, stating the cheque number and the fact that the Applicant does not 
maintain a current account. The refund cheque and a clear photocopy of the Applicant’s NIC should accompany the letter. 

In the event of a refund cheque being delivered by hand by a third party to the Registrar to the Issue for cancellation of crossing, a 
letter of authorisation signed by the Applicant stating the NIC number of such third party should also be presented with the refund 
cheque. 

Refund cheques on which the crossings have been cancelled by the Registrar to the Issue should preferably be collected in person or 
by a third party authorised by the Applicant. Where an Applicant has requested the delivery of the cheque on which the crossing has 
been cancelled via post, such cheque will be sent at the risk of the Applicant. 

5.19	 Successful Applicants and CDS Lodgment
Applicants have the option of having their Shares ‘locked’ in the CDS. Shares that are locked would not be available for trading 
purposes and would not be visible to the participant.  Such Applicants would have to fill in a separate section in the Application Form 
for this purpose. If the Applicant has not specified that his/her Shares need to be deposited to his/her ‘locked’ balance and the said 
Shares would be deposited to Applicant’s ‘trading’ balance. 

The Shares in issue allotted will be directly uploaded to the respective CDS account given in the Application Form before the expiry of 
eighteen (18) Market Days from the Closure Date of the Issue as required by the CSE Listing Rules. 

A written confirmation, upon the completion of crediting the respective CDS account will be sent to the shareholder within two 
(02) Market Days of crediting the CDS accounts by ordinary post to the address provided by each shareholder in their respective 
Applications. 

The company would dispatch a letter informing the successful applicants on their allotment of shares within 10 market days from the 
closure of the issue.

5.20	 Declaration to the CSE and Secondary Market Trading
The Company will submit to the CSE a declaration on the Market Day immediately following the day on which investors’ CDS accounts 
are credited with securities. Trading of Ordinary Voting Shares of the Company on the secondary market will commence on or before 
the third (3rd) Market Day from the receipt of the declaration by the CSE as per the CSE Listing Rules. 
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6.0	 Industry Overview – Licensed Financed Companies in Sri Lanka
6.1	 Finance Sector
Asia Asset Finance Limited is a medium sized Registered Finance Company. With the advancements in branch expansions and asset 
base growth, the company is well on its way to becoming a market player to contend with.

Sri Lanka is at an important juncture in its long history, being in the post war phase. A new era has dawned in the country where the 
importance of the banking and finance sector has been unveiled. The economy is expected to record a staggering growth exceeding 
8% and this growth is highly correlated with the growth in the finance sector. Therefore, an 8% growth in GDP in 2011 will result in a 
circa 16% growth in finance sector assets.

Overview of the Industry

Governed by the “Finance Companies Act No.78 of 1988”

36 Registered Finance Companies in the industry

	 Large	 (Assets > LKR 5 bn)	 10

	 Medium	 (LKR1 bn< Assets < LKR 5bn)	 19

	 Small	 (Assets  < LKR 1bn)	 7

Key industry statistics

	 Gross NPL ratio 12.8% as at 30th June 2011

	 Minimum Capital Requirement – LKR 200 mn

	 Total Asset stood at LKR 204.7bn (16% YoY growth)

	 Public Deposits stood at LKR 131.2bn (24% YoY growth)

Capital Adequacy Requirements

Minimum Core Capital Ratio	                    5%

Minimum Total Capital Adequacy Ratio                	 10% 

Table 2: Overview of the Industry – Source: Central Bank of Sri Lanka Annual Report 2010

6.1.1	 The sector prospects

The Finance sector is expected to grow in leaps and bounds consequent to the development plans in the economy. Therefore a sound 
financial system is a prerequisite to fuel the economic development. Thus, as a consequence regulatory bodies have placed emphasis 
on strengthening the sector. 

6.2	 Central Bank intervention
The Central Bank has relaxed its monetary policy by continuously reducing the repurchase rates and reverse repurchase rates. This 
signals to the market the need of low market interest rates to facilitate the expansion of credit to the private sector. 
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Finance sector has benefitted from falling interest rates which has increased margins due to deposit rates falling faster than rates on 
loans and advances. AWPLR for the FY2010 witnessed a  CAGR of circa -1% while AWDR dipping more steeply with a CAGR of -2%. Low 
interest rates are expected to induce credit growth fund mobilization in the economy. Improvements in margins, coupled with rapid 
expansion in loans and lower provisioning  shouldered by improved asset quality resulted a healthy growth in the bottom line of the 
sector.

The government has granted capital allowances on equipment for leasing companies as a budgetary concession for the industry, 
which came in to effect from 1st of April 2011. The depreciation rate earlier stood at 12.5% for eight years and today it is 33% for three 
years. This will encourage leasing companies to further extend it’s leasing facilities for industrial equipment and agricultural machinery. 
Therefore, new regulations would enhance the base for leasing companies to grow and it is expected that the leasing sector will 
register a remarkable growth. 

Further, it is noteworthy to mention that the banking and finance sector has benefited from the reduction in the VAT from 20% to 12% 
and corporate tax rates from 35% to 28%.

In addition, the Central Bank implemented a mandatory deposit insurance scheme with the intention to grow up a fund which can 
be utilized to compensate depositors in a crisis situation that can arise by the particular institution being suspended or cancelled by 
the Monetary Board of the Central Bank. This new regulation would cement the investor confidence towards banks resulting in more 
deposits to flow to the system. 

The Central Bank as the islands financial watch dog, has taken policy decisions to expand branch networks across the country with a 
target of 9.1 branches for every 100,000 individuals (global median is 8.4 branches for every 100,000). Therefore the banks and finance 
institutions would expand their customer reach enabling more funds to flow in to banks. The loan growth can further be facilitated 
through utilizing the existing excess liquidity of LKR80-90bn prevailing in the banking system.

The Central Bank recently decided to reduce the general provision on performing loans and advances and credit facilities in the 
“special mention” category under non performing loans (i.e. overdue for more than 90 days but less than 120 days) from the current 1% 
to 0.5%. This will enable the banks to reduce the existing general provision requirement of 1% to 0.5%, improving bottom line of the 
income statement.

6.3	 Small and Medium Enterprise (SME) Sector
Small and medium enterprises have been identified as an important strategic sector for promoting economic growth and social 
development. Over the past years the SME sector has gained wide recognition as a major source of employment, income generation 
poverty alleviation and regional development. The SME covers broad areas of economic activities such as agriculture, production of 
goods, construction and service sector. The Government has introduced several Enterprise Development support programs with the 
participation of private sector commercial banks as well as the public sector banks.

Various policy reforms and interventions have been offered by the government with the assistance of non-government organizations 
(NGO) as well as the INGOs during the past decade, the SME sector still appears to be underutilized. As per research conducted, 
compared with other developing and developed countries in the region, the SME sector in Sri Lanka has not yet achieved its intended 
goals. Lack of access to bank facilities, lack of knowledge of bank procedures, long delays and inability to provide guarantees is 
identified as the major problem that hinders the sector growth. Hence, creating the financial infrastructure to cater to the SME sector is 
currently emphasized as a prime requirement. 

It is accepted that the SME sector has great potential to generate maximum socio economic benefits for the country with a low level 
of investment. The SME industry requires less capital per unit and relatively less infrastructure. A substantial portion of the investment 
cost of this sector is financed by domestic sources, mainly from their personal savings or informal borrowings. These factors make the 
sector very much attractive for banking and finance companies.

Currently, many banks and finance companies strategically focus on providing economic support and place financial solutions in 
the hands of the needy population who has no access to proper financing sources before. This is evident by opening new SBUs as 
Development Banking Units to help rural communities to start enterprises focusing mainly on assisting those engaged in small & 
medium term businesses and agricultural &live stock business activities. 
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7.0	 Business Operations of AAFL
7.1	 Overview
Asia Asset Finance Limited (AAFL)is a Registered Finance Company (RFC) founded in 1970, formerly known as “Finance and Land Sales.” 
Following the company being fully acquired and re-structured    by Asia Capital PLC in 2004, the company was rebranded as Asia Asset 
Finance Limited. Company currently operates with branches spread across Western Province including Negombo, Kaluthara, Gampaha, 
Moratuwa and outstation branches at Jaffna, Galle, Kurunegala, Batticloa and Wennappuwa while head office based in Colombo.

AAFL has dynamic young team which is backed by an experienced and knowledgeable Board of Directors, which provides the perfect 
balance to cater the market with novel concepts. 

7.1.1	 Vision

“To become a premier finance company in Sri Lanka”. 

7.1.2	 Mission

Towards the customers

The solutions we provide for our customer’s financial needs would be unconventional, innovative and relevant for their needs to 
improve their quality of life whilst maintaining superior levels of customer service which would go well beyond their expectations.

Towards the Shareholders

Build shareholder value and provide substantial shareholder returns through relentlessly improving our performance and operations 
with sustainable effective strategies. 

Towards our family of employees

A company that fosters and harness’s equality amongst employees along with personnel development and to create the perfect work 
life balance in the organization. 

To Society

 To be an ethical financial service provider, promoting the betterment of the societies we work and live in while maintaining 
transparent financial records and practices. We aim to provide financial solution to all segments in our society and eliminate financial 
exclusion in our society. 

Values of our company

•	 Honesty and Integrity

•	 Flexibility

•	 Innovation

•	 Passion for excellence

•	 People Oriented

•	 Genuine concern for the client

Asia Capital PLC

100%
Asia Growth

Fund 1

100%
Asia Wealth

Management

100%
Asia Securities

Asia Asset
Finance 
Limited

100%
Asia Capital

Technologies

100%
Asia Tea

Packaging

100%
Asia Digital

Entertainment

100%
Asia Fort 

Sri Lanka Direct
Investment 

Fund

100%
Asia Leisure

Holdings

100%
Asia Leisure

Ltd.

Figure 1 : Group Structure
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7.2	 Business Profile
The main line of business of the company is financial intermediation where public deposits are ploughed back to the financial system 
via range of financial products tailored to its niche market. The key revenue line of the Asia Asset Finance is the interest income 
generated through the lending portfolios having included leasing, higher purchase, personal loans, corporate loans, mortgage loan, 
and pledge loans. The company has a wide variety of products that covers range of personal and corporate financial services. These 
products cater to a wider market segment creating a loyal customer base to the company. The company believes the “product” should 
be created centering the requirements of our customers and the economic conditions, without duplicating the products of our 
competitors and burdening the market. Thus, company always considers the current economic and market trends when deciding 
a product while recognizing the requirement of the people. Apart from the major line of business company has a well-diversified 
investment portfolio which yields a substantial income.

7.2.1	 Human Capital
Competition is fierce and change rapidly, any competitive edge gained by the introduction of new processes or technology 
is temporary as all of this can be easily replicated. However to implement and drive it through, people must have the strong 
commitment. AAFL is a people oriented organization with a strong notion that its people have the strength to make the company a 
financial giant in this economic environment.   

AAFL has put in place a sound recruitment, resource management and retention processes, which is one of the main reasons that 
AAFL boast of its employee retention power of 95% during the previous year.

The total staff strength of AAFL is 103 employees out of which there are 7 senior management members, 5 managers, 6 assistant 
managers, 5 branch managers, 2 assistant branch managers, 9 senior executives, 10 executives, 9 junior executives, 36 junior officers 
and 14 trainees. In comparison to finance sector, AAFL has comparatively a dynamic group of youngsters as its workforce. 

More than 40% of the staff is less than 35 years of age and led by a dynamic CEO who falls within this category is a clear indication that 
AAFL is geared with an efficient and highly focused work force.  The youthfulness and exuberance of the AAFL team is complemented 
with a Board and Senior management packed with experience and knowledge which strikes the perfect balance. More than 5% of 
staff posses over 15 years service in the company. 

AAFL has initiated a programme where the crème de la crème from the top universities are recruited, giving them the foundation to 
build on their carrier. Employees are given proper training with 75% of the junior recruits going through Central Bank certified training 
programs connected with their field of work. AAFL employs individuals with good leadership skills and believe that they can be 
molded in to great leaders through training and enhancing their inborn attributes. AAFL has spent LKR1.5mn in training and welfare 
of employees in the first quarter of 2011. All teams go through in house training programs and workshops every month keeping them 
above par with the other employees in the finance sector. Even legal workshops are carried out to educate staff members on how to 
serve the customer in an ethical manner and eliminate short cuts in documentation and adhere to correct procedures and policies. 
Awareness programs are conducted for the junior marketing staff on a monthly basis, making them aware of the latest developments 
and products. 

7.3	 Company Performance
Extracts from the income statement and balance sheet of AAFL and key financial ratios for FY2009, FY2010 and FY2011are given below. 

Table 3: Key Financial Ratios

Key Financial Ratios

Year ended 31 March 2009 Year ended 31 March 2010 Year ended 31 March 2011
Net interest margin -2% -7% 5%

Non interest income as a 
percentage of operating income

184% 2390% 73%

Net interest spread 1% -1% 6%

Cost to income ratio 591% 3093% 57%

Gross NPL ratio 25.5% 26.4% 10.4%

Gross NPL coverage 64% 74% 73%

Liquid asset ratio 8% 21% 10%

Core capital ratio -52.1% -27.1% 20.5%

Total capital adequacy ratio -52.1% -27.1% 20.5%

Return on assets -19% -8% 6%

Earnings per share  (8.99)  (1.58)  0.30 
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Table 4: Income Statement Extract

Income Statement Extract 

LKR mn Year ended 31 March 2009 Year ended 31 March 2010 Year ended 31 March 2011

Interest income  190.84  131.52  196.37 

Net interest income  (13.07)  (54.73)  49.00 

Profit before income tax  (175.57)  (84.03)  74.32 

Net profit  (175.57)  (84.03)  79.69 

Table 6: Balance Sheet Extract

Balance Sheet Extract

LKR mn Year ended 31 March 2009 Year ended 31 March 2010 Year ended 31 March 2011

Total assets  948.35  1,063.00  1,611.70 

Total liabilities  1,083.82  1,082.48  1,366.33 

Total equity  (135.48)  (19.52)  245.37 

Total liabilities and equity  948.35  1,062.96  1,611.70 
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7.3.1	 Interest income
AAFL managed to perform well above expectations with interest income growing by circa 49% to LKR196.4mn for the year ended 31 March 
2011, despite the falling AWPLR and challenging macroeconomic environment. This was shouldered by impressive 72% increase in interest 
earning asset portfolio.

The interest income seen a compound annual growth of 29% for the 5 year period ended, starting from 2006. This was driven by the 
growth in loan book and the increase in yield on interest earning assets. The year 2009 was a difficult year as whole for the economy with 
adverse conditions prevailed in the country and a global crisis which is no exception for the banking and finance sector. Due to the difficult 
conditions prevailed in year 2009 lending and interest income was dipped considerably compared to previous year.

Out of the total interest income considerable portion is derived via leasing and higher purchase. The size of the income of overall loan 
portfolio depends on rates being charged from the customers and the prevailing AWPLR in the economy. The AWPLR’s of the country has 
been recorded as 13.6%, 17%, 18.9%, and 15.3% over the FY2007, 2008, 2009 and FY2010 respectively. However the future AWPLR’s are 
expected to come down with the government’s policy to enhance credit mobilization to encourage investments. Despite the market trends 
Asia Asset Finance believes that with the diversification of the portfolio company would be able to increase yield on interest earning assets.

7.3.2	 Interest expenses
Interest expense for the year witnessed an impressive 21% drop from previous year to LKR147.38mn, which could be attributable to the 
decrease in costs pertaining to interest bearing liabilities. Despite the expand in deposit base circa 27%, falling lending rates prevailed in the 
market pull down the interest expense enabling the company to register LKR49mn Net Interest Income for the year.

Considering the expenses of a finance company, a major portion constitute of interest expenses, which are being paid out to depositors. The 
average weighted deposit rates (AWDR) for the past financial years were around 7.2%, 9%, 11%, and 10% for the FY2007, 2008, 2009 and 2010 
respectively. However the future rates would be slightly lower compared with the historic rates due to the prevailing low interest rate regime. 
Even though the interest paid on deposits gets lowered, the overall deposit base would grow, owing to wide spreading reach to unbanked 
areas, particularly in Northern and Eastern provinces.

7.3.3	 Interest spreads
For the FY2009 and FY2010 the spreads were substantially low compared with FY2011 spread of 6.5%.The main reason for the improvement 
in margins could be attributable to the deposit rates falling more steeply than lending rates that resulted a healthy net interest income. 

The future spreads throughout the sector might remain at lower levels, but due to high loan penetration on back of favorable economic 
conditions and concentrating on the Micro Finance sector would dampen the negative impact resulting through lower margins.

7.3.3.1	Yield on interest earning assets
Historic interest yields of AAFL were considerably high owing to high levels of AWPLR’s prevailed in the economy. But due to the emerging 
low interest rate regime these rates would shrink marginally to stay around 22% in FY2012 and slower down to 20-21% ahead.

7.3.3.2	Interest expenses on interest bearing liabilities
Cost of funds on deposits were relatively high over the past few years as a consequence of high deposit interest rates prevailed in the market. 
However, going forward we are expecting a ratio of 12% after considering the lower rates promoting by the regulatory bodies and the 
introduction of Savings into the business portfolio. 

7.3.4	 Other income
The other income category has generated a substantial returns to the company in FY2011. Major portion of the other income was generated 
through the implementation of strong recovery strategy that has increased the gain on recoveries. This strategy is expected to strengthen 
the loan portfolio and deliver strong returns in the future. Returns realized from the investment portfolio has also contributed considerably to 
other income.   
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7.3.5	 Public deposit growth
Despite the low level of reach with less number of branches compared to it’s rivals, company has managed to improve its fixed deposit base 
year on year with a compound annual growth of 22% for the last five year period.Public deposits for the FY2011 grew by 27% YoY backed by 
the exceptional marketing effort and roll forwarding of the existing fixed deposits matured during the year.

The public deposits growth has shown an irregular movement throughout the past, but owing to novel strategic approach of the company, 
we are expecting an encouraging deposit growth  for FY2012 and afterwards. Further, new branch openings in North and Eastern provinces 
would boost the deposits growth of the company. 

7.3.6	 Interest earning assets growth
The loan book of AAFL surpassed 1billion mark during the year with 88% uplift backed by staggering 110% and 127% growth in leasing and 
higher purchase business. The leasing industry gained wings triggered by the Government policy to bring down vehicle import duties.

The earnings assets growth over the past few years were quite inconsistent, with a compound annual growth of 18%. However, we are 
assuming a healthy growth of more than 50% due to the fact that credit boom in the economy and accelerated branch expansion strategies 
of the company. Further, along with the expansion of branches, company intends to improve its earnings assets base by aggressively 
expanding its presence in Small & Medium Enterprise sector. 

7.3.7	 Cost to income ratio
With the increase of interest income coupled with tight management controls over administration expenses, cost to income ratio for the 
period has brought down to an impressive 57% opposed to high cost ratios recorded in preceding years. 

The historic cost to income ratios were high as a result of very low net interest income recorded. Afterwards the ratios would come down to 
be par with the sector once the company starts gaining economies of scale.

7.3.8	 Liquid asset ratio
The liquid asset ratio for the period witnessed considerable drop to 10% from a previous level of 21%. This was mainly driven by reduction in 
cash balances held. These funds were invested in the loan portfolio which yields steady returns to the company. 

7.3.9	 Monthly loan disbursements
 The monthly loan disbursements of the AAFL for last 10 months witnessed an increase with the month of February topping the period with 
new loans surpassing LKR171.9mn. This has spearheaded with the introduction of new innovative products to the market.

7.3.10	 Net profits
The bottom line for the period shown a staggering 181% growth compared to the previous year. Increase in interest income & other income 
coupled with fall in interest & other expenses posted a healthy net profit of LKR79.7mn for the year ended 31 March 2011.

7.3.11	 Gross Non-Performing Loan (NPL) ratio
 The gross non-performing loan ratio has decreased from 26.4% in FY2010 to 10.4% for FY2011. Even though the loans and advances 
increased by 88% opposed to previous year, the non-performing loans and advances has decreased considerably, resulting a lower NPL ratio. 
The new management of the company strongly believes the value in recoveries and will continue to bring down the existing NPL whilst 
assuring that our current loan portfolio will not have a burden on the NPL ratio.
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May ‘09
Branches - Kalutara

June ‘10
Branches - Ja�na

October ‘10
Branches   -   

Kurunegala, Wennapuwa

November ‘10
Launching Asia Asset Travels

April ‘11
Branches - Moratuwa, Batticaloa

April ‘09
Branches - Galle, Gampaha & Negombo

Products - FD, Leasing, HP, Personal Loans, Corporate Loans & Pledge Loans

November ‘11
IPO

System Implementation

March ‘12
Products   -   Expat Loans, Flexi Rate Loans, Education Loans

Pro�ts - LKR 100 mn
Branches - Ampara, Kalmunai

December ‘10
Products - GPL, Cheque Discounting

April ‘12
Micro Finance - II
Dairy, Poultry, Maize

January ‘12
Products - Savings, Pawning

May ‘12
Products - Business Loans for women

Branches - Kandy, Nuwara Eliya 

June ‘12
Products - Real Estate, Life Style Loans

Branches - Hambantota, Embilipitiya, Avissawella

July ‘12
Securitization II

December ‘12
Securitization III

November ‘12
Branches - Trincomalee, Vavuniya

October ‘12
Branches - Anuradhapura, Polonnaruwa 

February ‘10
Products - Three Wheel Leasing

March ‘10
Products - Transfer & Buy Backs

July ‘10
Products - Agro Finanace

September ‘10
Products - Import Loans

March ‘11
Pro�ts   -   LKR 80 mn 

March ‘11
Pro�ts   -   LKR 185 mn 

2008/09

2010/11

2011/12

2012/13

IPO

2009/10

July ‘11
Micro Finance - I - Cattle

Time

Growth

December ‘11
Branches   -   Kilinochchi, Mullaitivu

Products - Savings, pawning 

AAFL Business Club

3600 Trade Fair

February ‘12
Securitization I

7.4	 The Strategy Ahead

Figure 2 : Timeline
















































































































































































