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Beoru BUL GBI 000 000 @ BaAl SemSBTUIN| SIS
L2 O HEA NATIONAL AUDIT OFFICE
ausLoTEMD 6,542,503 5,971,065 - —— e
B 2 | 4} 29Mach 2023
o'y whmlb an'y FTHs eHLOTETST 6,451,083 5,525,955 My i =
. £y . . —— Chairman
ey whob ey sTbs Gawelamime (4,695,684) | (2,675,588) M B 1 L. , s . .
. b teport of the Auditor General on the Financial Statements and Other Legal and Regulatory Requirements of the
G ey auporend 1,755,399 2,850,367 | B Gk of S Lanke and Franca PLC and fs subsidizry for the year ended 31 December 2022 in terms of
s Lemib ofmib 55 aumoreD 129,157 189,029 | Secton 12 o the National Audit Act, No. 19 of 2018.
slLemb wimb 5765 6! fisah (19,205) (38,587) | 1. Financlal Statemants
T . 1.1 Opinion
Cpfw slLewib Hpb H1E@ euGLTeID 109,952 151,342 | The audit of the Financial Statements of the Merchant Bak of Sti Lanka and Finance PLC (the *Company”) and the
£ & = Consolidated Financial Statements of the Company and its subsidiary (the “Group™) for the year ended 31 Decamber
sy pLongdmass dpsototen EzPu Georuld 2,255 44281 % comprising the statement of financial position as at 31 December 2022 and the statement of proftt or loss, the
Bomu Bk 2mrs Humu wF s FudssiuL PFudus statement of comprehensive income, statement of changes in equiy and statement of cash flows for the year then
st Bgen Gz CLib) (132,131) (23,435) | ended, and notes to the Anancial Satements, inclucing a summary of signiicat accounsing policies, was carried
G . 92,229 2 out under ‘my direction in pursuance of provisions in Article 154(1) of the Consfitution of the Democratic Socialist
geemu Gzmibun' @ eksioted | £9%.999 | Repyblic of Sri Lanka read in conjunction with provisions of the National Audit Act No. 19 of 2018
Quiss CasmIBUT’E axBLTEILD 1,827,704 3,256,890 Parliament in pursuance of provisions in Article 154 (6) of the Constitution will be tabled in due course. To carry out
S e A X this audit | was assisted by a firm of Chartered Accountarts in public practic.
SLAE UBDD gL BLLESEEETE GunnE GmBpiy 16,504 (74,450)
T . In my opinion, the accompanying financial statements give a true and fair view of the financial position of the
CyPw Ganfhum'( suloreid 1,844,208 [ 3,182,440 Compar n e G531 acemier 2022 o il o s a s o e e
- A then end a Accourti
Befitcs Gaovalerisei (1,333,268) | (1,200,450) | e eneet neseornee wn S Lanka deeeuring
G . i v 265,420 245,115) | 1.2 Basis for Opinion
i opnx( Lboth sws GG 1660 683; g613 860; 1 conducted my audit in accordance with Sri Lanka Auditing Standards (SLAUSS). My respansiilies, under those
g Ogmibun’ @ Gesvalamissi ' b s v decrted e uitr'sResponubde ot Auct of e Franl Samer acon o
N . . my report. | believe that the audit evidence | have obtained is sufficient and appropriate to provide a basis for my
Qurss GzmAbum' @ Gewelamss (2,259,371) | (2,059,425) opinion.
Qumiod) si'Liun't aflég (pawmrar Gsminun’ G 1.3 Key Audit Matters
b/(BL1D) Wi el : fovemb ey audit mattes are those matters ret, in my professional judgment, were of mast significance in my audit o the
Ben/(pLLD) whpI> Garen m"‘: sseidl YpaLE Calonamd ((:112 ;sz; 1(112:021;] Aol sttt o crerpt, T maters vr s 1 e of o au o et
Smem Bnielen (PesBas o Gauioren Wabpib/(Bzuncranib) s ! informing my o not provide a separate opinion on these matters.
L] v i 2 20 Far each matier below, my description of how my audit addressed the matter is provided in that context.
Geme ol WG grésbher ek 1 have ulfiled the Iblites described Inthe Auditors responsibilftes for the aucit of the financial statement;
. . . - ave fulfilled the responsibilities desci nthe 0r's respons les for the au the financial statements
Ozmppum’ G Beomuib/(pLib) (528,936) 1,106,996 section of my report, including in relation to these matters. Accordingly, my audt included the performance of
BHuwsd Caenaumetr (Ezmer auf (127,978) (294,268) | procedures designed to raspond o my assessment of the risks of material misstatement of the financial statements.
The results of my audit procedures, including the procedures performed to address the matters below, provide the
aflée weiemter Georub/(HLLLb) (656,914) 812,728 | vasis for my audit opinion on the accompanying financial statements.
sulomen oufis &(mibush 161,306 (283,684)
uBLSSMmsTen Georub /(BLLLD) (495,608) 529,044 In addressing the adequacy of the allowance for Impairment Losses
Loans & Receivables at amortised cost | on Loans & Recaivables a amortised cost, My audit procedures.
ukGsTaibsTen auGLTEND Ths wasa by aud materdis ;| cludad e ol oy proceres:
sngmem LnGsTae Diss GMDbS et (mHUT) 0.94 2.04 owancefor Impemert LOSses O |, ) gqsesced the algnment o the allowancs for Impairment Losses
i Be_ai=% Gonhs AU (© (0.94) Loans & Reosivables at amortised cost | computations and underlying methodology including responses to
as stated In Notes 12 & 23 is determined market economic volatility with its accou mlﬁ policies, based on
2022 2021 | | by management n accordance with the | the best avallaie information up to th date of my report.
S accounting polices described In Note
FIrasiu’ L aUbLTeNS Smibml 3511 * |t th el cairl over stiatlonofalowanc for
. 000 @ 000 Impaiment Losses, which ncudsd ssssi Jevel
This was a key audit matter due to: d approval of allowance "fﬂ, \mpa\mem
aumLSHbasren Beomub /(BLULID) (495,608) 529,044 . '.Tm Tt hﬂ% ’;n“emmmesma Losses poiclzsanﬂpmwﬂumsw(hz Board and management.
genenu elifieier eupLTaTD /(GFwa) imvolved complex calculafions; and + I adion 10 e abows, W Tolowing pricatures s
4 o 3505 0 forme
SemenL mi'l&ls?msn suqr,lwﬂwvrﬂamﬂs\). ‘9'@5,5@55 B, « degree of judgements, significance of e
wmiFgenosatiu Casmngw Gsoru/(@oiy) (Caflw auf): assumptions and level of estimation | « For loans & receivables assessed on an individual basis for
geany aiflerter euporeh tpevl> Bumurer e ) e o oy | moaimen:
LE] Bewi(Bib o @eomuith/ (e Lib) (10,735) (22,217) rmnauemem “'fmn‘“ lewn;lTe lmg - | evaluated the reasonableness of credit quality assessments.
Loans ecelvables
Czw gmenu elflarer aupLTamssis SB55655 amamsedcost - - } "c‘ginbﬁg r&l:;g:l;ra::nlnmwnﬂm underlying individual
i oo igw @ b /(BrLtb) (10 .’35) (22 217) Key areas of significant judgements,
sphmotais Sucioy Ben : )| | S 7| ot g, o b e 1
= = — provsion for credit impairmert mate with partcular focus on
8o BLLEEDS BEBE 0 alowance for Impairment  Losses Curtnt sconomic cortracton, Such svalatans were g
RATMOEELL 5T  gmay dfara aoTad included the following; ot considering the vameam Aming lf wsh ﬂu fu
: : ’ : o partcuary ot 10
@iy BeTeND SLULTGUS 2 @ilepowfieno GeuTuib/(HLL D) 47,045 59,658 | |. gt oy & ioporte s o st et s o o aorae
Uy sifiemen UGIDTETSS6H Sauseli G JLTEN hecurent onomiccortracton « For Loans & Recslvables at amortised cost assessed on &
gePmaussiulL af eimensy (14,113) (16,449) *+ the incomoraton of forwartoki collective basis for impairment:
irformation such that expacted cas
G A T P - | fested the key calculations used in the allowance for
BonnlLsHbe SE5sbssehsaid: . flos et curent e ariopted | o
5EULSLTS i 32,932 43,209
= = — —— exemal fastors, in the muliple | - | assessed whether judgements, estimates and assumptions
ABLESHEIE gL s@asasLpsiesdy s/ (Gsudan), Gsius 22,197 20,992 economic scenarios and the probability u4ad by he MaageimEnt I e’ undenying Mmetnodology ang
PR o P 8 welghting determined for each of these ‘e maragementoverays wera rcasonable. My estg riuded
ki ( ; i uating the reasonableness of forward-looking rformation
sipL e Gz gmepipsmidu agmei/Ceaseni), Gsfug | (473,411) 550,036 | |scenarcs. used, economic  scenerios considered, and  probabikty
weighting assigned to each of those scenarlos.
ﬁﬁ ﬁmﬁ\)mw aﬂﬂim 2022 2021 - | assessed the adequacy of the related financial statement
@. 000 . 000 disclosures as set outn Notes 35.11, 12, 23.and 48.2
- ‘ Information Technalogy (IT) systems | My audit procedures included the following,
et and contruls over financial reporting | , 1 bt an unerstanding o the e conoleonment o
a5 hpib S1EdE swoneTeel 748724 [ 1,191,374 | | soncant port of the comparys | deidsues o N &nd e
Db e G fnancial  reporting  process
ok w?ﬂ y‘;ﬂ B afish .meuf"m @L’ﬁ!-"-l . o 103,682 246,166 significantly re&mmq on nmul\mg IT |« | identified and test checked relevant cortrols of key IT systams.
58 gatpedien Jumuorar v Wb GunD geNE BLLD 287,510 341,547 | | sytems vith automated processes ang | related to the Gompany's fnancia reporting pocess:
e e 24,423,300 | 28184638 [ | T e el | Loty sl e o ey
52w i ﬁ.aurrlul.mmv togialel; apeud g using data and reports generated by IT |n useruessaml change management ‘
elfleuten aumLOTERISST 15,863 1,989,169 systems, that are compiled and
& walh T formulated with the use of spreadsheets. | + | checked Key source data of the reports used to generate
B8 wselhsaiehn wnfumossiulil Gsee) 4,307,394 2 [ bkt b diksies e ot
flued seoBLl By 96,937 175,816 | | intemal conirols over inancial reporting {5 et J4dgar rEconcions.
Benom Bmieuenmiseien (WHedHassl 81,084 81,084 were considered a key audt matter. . Ialbsn obtained :nkmg'eg?nm‘r;‘g gnmnlymn;n}‘n ggllmy g&m
2 i s er securf Isks ing the Company and the lons in
e @!g.m . ami=aliek (psedpeck ?gzgg; %;;gg i ;‘lijd'ressﬂ'\ty:; TS, nF’unhgr | ug;m%c anges fany e been
Wt B Gendgbmsi mateto sacurty monitoring procadures, given the increase use
N L P P, P i b remote working accsss nchdlm the Company's monitoring on
gD, 2 usFEITEEST WHDD LwSUN'GE GETsgibmst 504,669 607,185 remots working actii
BULGOETTSS Bl
oo G ouf) Gemdgibas 1g§§gﬁ 128578 | s ntomation cluded s te Company's 2022 Annual Report
I The other information comprises the information included in the Company’s 2022 Annual Report, bt does not
genamu_GsTdgibse 163,157 852,795 |r’1‘d|;ﬂae ﬁ:&nancl;l Sttement nd my audors port Pereon, WEN & BGeclad 10 b made avall 1 me e
s a . . N the date is auditor's report. Management is responsible for the other information.
Quisss GsTHEIbSeN 31,231,781 | 34,277,459 | My opinion on the inancil itemas 806 70t Gove the Gt WTlammaton and | do not express any form of
. 55“[37![4 cnnduslnn thereon.
Qurmi'iassit In :onnem:m wnh wauunlo; Itne i r;\auc;ll statements, rr‘vvy resnnhrslgw‘lnymls!a r:ld (: other information memiled
; Ay - n s avallable and, n doing so, consider whether the other nformation is mater
”mﬂ“@"@f G"@@’g“'@”‘- Mf”""é‘"”m 2,925,953 4,116,812 w’;memleg:rﬁal galememsznwAknwegag ma;n;eu e it i e “’m'?;"‘a‘ni’?‘#.’ mlssllitsdv
EXF3 o 9. N | e e Comy nni eport, if | conclu 1at there are material misstatements therein, | am
ampdmsinoizee GrabsiuComyLma | 23524800 | 22 28T B | e o Pote e wih boeimane o coecicn I e et ncoy o
QUERSII'L L6l LSZmme whmb GuBY ELd BRssd 69,082 2,381,579 | misstatements ar existed those will be included in my report to Parliament In pursuanos of provisions In Aricle 154
pLOY el GuTmItUSse 49029 178,898 :s:mecwatu@nmamunuamm|nlc'1:arclwszn \ N
eidoadsiu’ L aftl GuTiysser - 78.301 i o
e " jement is responsible for the preparation of Financial Smemsms mit qive a true and fair view in accordance
gepamyu GuTmIiSSeT 686,361 764,118 n'r‘lm an(lﬂAs'cgumlng |5|s"?e msmarmz su?hll alc:trlm: man mr::‘ n:ﬁ :| \in;niiarylo enable
! 3 2 2 the preparation inancial Statements are free from material misstatemer ether due to fraud or error.
uiayu pevsiimen SLemiomeit 281,203 320,934 ‘" o g Sesnats nagenet s ponie Torsssg e Grougs iy o connin s ¢
R Y . joing concem, 0 ing concem and using the going concem basis
Guissl GuTDIILSST 27,536,237 | 30,108,504 %{‘é‘l‘r?\‘:ll(lwb“ﬁiu mamaeme:lpglm:rmmds 1o liquidate Wy ot or o Geets ogeraons, o 1as o realkte
@“’w‘b X Those charged with govemance are responsible for overseeing the Company's and the Group's financial raporting
Faplul L apeogemb 4,276,448 4,276,448 | process
5 o 3 h As per Section 16(1) of the National Audit Act No. 19 of 2018, the Group is required to maintain proper books and
@“"5’ AL EEE IM‘““’_ i 339,996 330,996 | 15 o1al s income, xpencitrs, sssts and liabiltes, o snabla anuai and parodic Fnancial Statmants 6 be
Ugshs massiulL albaITLISsT (944,964) (427,847) prepared of the Group.
RLA pagissmiset 54,441 | 1.6Auditor's Responsiniltie for the Audit of the Financial Statements
=3 B T objective is to obtain reasonable assurance about whether the financial statements as a whole are free from
0IC paisaime (30,377) (19,642) | e e et sn\:‘r 20 0 s an ators rpor it s opion
= 3 . Reasonable assurances a hich level of assurance, b
Quigs UK APSOSHEMLD 3,695,544 4,168,955 Sri Lanka Auditing Standards mlla}wa;sdeuaamzlenalmlsshlenwmwhem(ensls Mlsﬂaemerﬁscmansalmm
AT — L o e e e e e
b 5
eb 1S SED el Spenese 31,231,781 | 34,277,459 s artof an st n cordnoewit 51 Lana uking Sandars, | e professon pgmentand aan
eBumT GuTnibse whmih SLegEer p— - fessional scepticism throughout the aud.
urigEETe Caiw Garsm Gumd (@) 705 16.08 + Idertifyand assessthe risks of material misstatement of the firancial statements, whether due to fraud or error
- - design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and
31/12/2022 31/12/2021 'EDDT“W Vi':l'éhlu %ﬂvis! abasis 'OI; my'nulnlm. The rfifszk g’ not ﬂﬁﬁ;ﬁm:‘lmﬂléﬂ? m\ssmame‘m mfunlnqimm
TR - : 2: i s higher than for one resulting from error, as fraud may involve collusion, forgery, inentional omissions,
Ozfley GFuuiuL GFwesbgmsit i e orthe overrid of ntema cortrol.
GBS IgsSsM 1550 | (sansanlafslutu v53) | - tan anuntersang o;;‘mermhl gontl et 11 it i s o coin ud prcsdrs it
y i s . appropriate in the circumstances, but not for purpose of expressing an opinion on the effectiveness of the
SWRELUESSIUL. Gustngus apsoger’ GuTgieHID Group's intemal cortrol.
SGUUSDL ApuBeD (a@&‘@ 1 epoogemb). .000 2,973,001 3,492,691 + Evaluate the of used and the of
QuTss apmsar SigsHemd, 5000 3,151,598 3,681,259 related disclosures made by the management.
E(;Jﬂ @mg—ﬁ’fﬂ;\”"é’@““ﬂd‘ %9‘"2 enlow @"’5‘"‘; . o thoappropritars mn’z ; ussmmsaonqm o baslsoiacwuévinu angbassd
Lo b hHUL 55 ol , 8.5 0 o) on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may
. e . g, : (@m.’mig’l;g . S uuvlr® o) 11.33% 10.75% cast significant doubt on the Group's ability to coninue as a going concern. If | conclude that a material
8 Penps Gsndmbsaisn fns Guids apsgel Curziso ncrn eis. | am atid  dew aeston i acors oot i ed s nte
b ‘53 Bpmen! 2 5% inancial Statzments o, f si josures are inadequate, to modify my opinion. My conclusions are base
sisih (ém}xﬁg,u\_siéx & 5 i, 12.5 {"' \ 12.01% 11.33% on the audit evidence aotained up to th date of my auditor'seport. However, future everts or conditions may
apsugen HFHulsdiEha ety Gurmilny efdsb cause the Group to cease to continue as a going concem.
(@opbsu’es Gzeme 10%) 14.65% 20.50% « Evaluate the overall presentation, structure and content of the financial statements, including the disclosures,
— — = and whether the financial statements represent the underlying transactions and events in a manner that
Qsrggissailer b (sLs Gendginn guieds sib) achieves falr pressntation.
G\w«g',g, G“‘"—:’”"“_‘ &Ls’,'g'm' .6 00 © i 5,161 ’2909 5'352‘127 | communicate with those charged with governance regarding, among other matters, significant audit findings,
Gy GeubuLtd sLasafa eldsb % 17.77% 15.92% | including any significant deficiencies in intemal control that | identify during my audt
Geplu GrwpuLtd sLaselar aldsb % 8.14% 6.01%
2. Report on Other Legal and Regulatory Requirements
Bemiggeieio () 241 National Audt Act, No. 19 of 2018 and Comparies Act, No. 7 of 2007 include specifc provisions for
'y oTeuemen 5.85% 9.42% following requirements.
Qenggmbseiedmbare amaun (aufide Wwhdu) -2.01% 1.59% 211 e obtaned all the nformaton and explaratontht renued for meaunl and as far as appears from
. i " i A o 18.77% my examinaion, proper accourting records have been kept by the Company @ per the requirement of
g pesarsSedmhatar aumauTl (auflde s -12.60% . 77% sgc%nsa (1)(dlmmecnmpaliesm No. 7.0 2007 s th secton 12 a) of Nallonal AudH A, No.
LT gm‘)u_: QIEET T 000
ot 65 L S ool (.15, 000) 212 The financal statements of the Gompany comply with the requirement of section 151 of the Companies
GzoariGb 5 G S Seouhs Gunios 2,636,887 2,563,952 Act, No. 07 of 2007
sHGuTsL Fras Garsmssiar Cupins 3,485,014 3,252,670 213 i is consistent wi vear as per the requirement of section
o copa B oo 6 (1) (d) (i) of the Manm\nuanm Tio. 19 of 2018,
GamaluBh sps usdimsaia gessanbs s 1,894,394 1,991,713
A P . 214 T made by me in the previous year as
situtmsu ogs uddmssis Gupied 2,992,197 2,599,103 nenhe requlmnerl\ﬂw.mnﬁ(ﬂ m) (munne Netional Audt ACt No. 10 01 2018, " vel
e goakad 22 Bmed anth procatures, partumed and aidsncs otaed et e to maers that a1 it
omfuiseie aanadms 893 982 nothing has come to my attenti
dAenensoflch aeHenidma 39 39 221 mma%! any e ber u(r ,glacg'r;lvemmg hm:/ of the ufnﬂ.fnp‘:uy has ay direct o ”nmim interestin any
. . . . col enf e normal course usiness as per the
Bremal_ewuriseish esiefisms 9 9 Feaamen fschon 1 8 of e Nelora At o 1501 35T ¢

222 to sttt the Company s compli wihanypplcal writen . g andspecldrecons

issued by the goveming body of the Company s per the requirement of the section 12 (f) of the National
Audit Act, No. q19 nfzmﬂ Exl‘{epﬂu s . 0

Reference to law/ direction Description

Direcion No.03 of 2018 issued Non-compliance of the total capital ratio as

disclosed in Note 49.1 of the financial
statements.

201 by the
Central Bark of Si Lanka (Risk Weighted
Average Capital Adequacy Requirements).

to state that the compavzvy has not performed according to Its powers, functions and duties as per the
requirement of section 12 (g) of the National Audit Act, No. 19 of 2018.

224 1o state thatthe resources of the Company had not been procured and utiized economically,efficienty and
effectivaly within the time frames and in compliance with the applicable laws as per the requirement of
Section 12 1) ofthe Natloal At Act, No. 18 o 201,

o
]
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W.P.C.Wickramaratne
Aucitor General
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