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Certification;

We, the undersigned, being the Chief Financial Officer and the Chief Executive Officer of
Merchant Bank of Srl Lanka & Finance PLC certify jointly that:
(a) The above statements have been prepared in compliance with the format and definitions

prescribed by the Central Bank of Sri Lanka;

(b) The information contained in these statements have been extracted from audited financial

statements of the Licensed Finance Company unless indicated as "Unaudited".

(Sgd.) (Sgd.)
WK C S Vithana HK D W M D K Hapuhinna
Chief Financial Officer Chief Executive Officer
25/03/2024 25/03/2024

2023 2022 P - :
Sl BEEESTIRA| SIE)AIsUSLID
STATEMENT OF PROFIT OR LOSS Rs. 000 Rs. 000 RATrOSE AT AT IT CTHELCE
-t e x el g Bma -
Income 7,478,049 | 6,542,503 suie. | LANHENC FMIELRAE] g | iz | 27 M2
Chairman
Interest and similar Income 6,559,123 | 6,451,083 | haiman s Lankaand Finance FLD
Interest and similar expenses (4,918,658) | (4,693,684) B e 1 s
E nka and Finance and itz aubsidiary for the ysar an wrambsr in tama
Net interest income 1,640,465 1,755,399 Saction 12 of the Mationdl Audit Act, Ne. 19 of 2018.
Fee and commission income 123,292 129,157 1. Financial Statemaris
1.1 Dpinion
Fee and commission expenses (16,757) (19.205) | Tig auiit o the Finaneial Statsments of the Merchant Erik of §i Larka and Finencs PLE (the “Cormpany™ and the
Consolidated Firancial Stataments of the Company and its subsidiary (the “Group”) for the year ended 31 Decambsar
Net fee and commission income 1["i’535 1“9’952 2023 comprising the statamant of financial position as at 31 Decamber 2023 and tha statement of comprahensive
Met trading income 120,243 3,658 incoma, statsment of changes in equity and statement of cash flows for the year then endsd, and notes to the
Fnancial Statements, including matsial accounting policy information |, was carried out undar my direction in
Net galnf[lnssj on financial instruments at fair value pursuanca of provizions in Articks 154(1) of the Constitution of the Democratic Sozidist Rapublic of 56 Lanka read
through profit or loss 559,224 (132,131) in conjunetion with proisicns of the National Audit Ast Na. 19 of 20118. My rapart ta Parliament in pursuanca of
Other ope ratlng income 1 E.I 67 90526 grﬁ::l;\gﬁmcja’gﬂﬂ;:‘::im;mﬂ;ll b tabled in dus courss. To carng out this audit | was assisted by
Total operating income 2,542,634 1.827.704 In my opinion, the accompanying finaneid stataments give & trua and fair view of the financial pesition of the
Allowance for Impalrm ent 10sses ﬂhﬁl’ﬂﬁ for loans and other assefs 25_~U 94 165504 Company and the Group & at 31 Decembsr 2023 and of their financial performance and their cash flows for the year
th e i rdanics with 5n Lanka Accourting Standards.
Net operating income 2,567,728 | 1,844,208 T o AN FLrong SRS
1.2 Basis for Opini
Personnel expenses (1,289,690) |  (1,333,268) | | sonducted my audit accordanca with Sri Lanka Auditing Standards (SLAuSs). My responsitilites, undar thoss
Depreciation and amortisation (272,869) (265,420) standards ars further dasciibed in the Auditors Responsibilities for the Audit of the Financial Statements section of
Other ape ratlng BXDENSES {?39‘41 E] KEEUE 33} ;ﬂgnr;i.ort | believe that the audit evidence | have abtained is sufficient and appropriats to provide a basis for my
Total operating expenses (2,301,975) | (2,259,371) | 1.3 Key Auit Matters
Key audit mattars ara those matiers that, in my professional judgment, wers of most significance in my audit of the
npgraﬂnu I]mfm"uss} hefore VAT on financial services ﬁ;ﬂ;ﬂa]n:atatamanﬁofﬂ'it_:u;mnt_panod. Th_a_aa r;:mrsmrg .I!l:dra;aad |n_§|;a contaxt cfﬂ'!a_nudrtc;maﬁnmaj
stataments as awhola, and in forming my opinion thereon, and | do not provids a separate opinion on thess matters.
and III'Illﬂil'ITIEIIt of investment in group [[II'I'IDﬂI'IIBS 2555-{53 {41 55163} Far aach matber balow, my description of how my andit addresssd the matter iz provided in that contaet.
Impairment reversal/{charge) of investment In subsidiary 35,065 (113,773) I have fulfillad the msponsiilitios described in the Auditer’s rasponsibilities for tha audit of tha financial statsmants
saction of my report, incuding in relation to thess matters. Accordingly, my audit included the parformanca of
Profit/{loss) from operations after impairment of procedurss dasignad to rspond to my azssesmant of the risks of matrial misstasmant of the financial stataments.
invesiment in group companies 360,818 (528,936) FB:_B'E;UF";;ﬂm*}mfﬂﬂ:;;;ﬂ;ﬂ;ﬁ;m&ﬁmﬂ:ﬁm“' address the mattare below, provida the
Taxes on financlal services (292,911) (127,978) — . .
Kay audit matter Horw oy andit addressed the key audit matter
Pmﬂt,f"ugs} before income {ax E]’,gﬂ'{ {555,914} f.llm;l:; fur_ Irglpnirn:;nt Ltu_n:s[: u:1 In s.::ldr\easgg ﬂ'na_s::gsmg ofﬂl;allsfnn:: far imp:;tn'nant Izam
oanz & Receivables at Amortised Co on loans & recaiv amartiged cost, my audit procedurss
Income tax [E{DBHSE].’FE‘FB raal [4?‘[” Q] 161 -‘305 Allowancs for impairment lossss on | includad the following ey proced ures:
loans & receivables at amortised costas | | E
Profit/{loss) for the year 20,888 (495,608) stted n Note 12 £ 23 il 12 :ﬁﬂ the "l'gﬂmﬁoi f:ﬁram;a fmth;
Eamings per share: st frs e ey I T e g Rl by sty
Basic/diluted earnings/{loss) per share: 0.04 {0.94)| (351 bl - P
Thiz wae & key audit matier duwe to offactiveness of mmmﬁa lD\_oB[ eatimation uf allwanca for
+ tha  ivolvement of  significant |mpu!'{!;1-:m loazss, rhlchr&:léluﬁddlmsam the lewvel ﬁ
ament judgaments, essumptions ovaralgnt, Eew and app NANGS Tar Impairme
2']23 2']22 d ol n! eatimation  uncertainty Imﬂﬁ;&aﬂ:nd rocadures by the Board and maragament.
i i - - mplstaness, accuracy and reasorablaness of the
STATEMENT GF CUM PHEHENSI“E IHCDME H uuu R nuu m'"ﬁﬂﬂﬂ"ﬁ“ﬁﬂ”ﬁ underlying data ussd in the allowancs for impaimnent loss
5. 5. recoverzuch |oans & recsivebles; and computations by agresing datails to relevant soures documents
o and accourtting records of the Company.
Profit/{loss) for the year 20,888 | (495,608) | | thememiaity o tr mpores amaurt | * 0 e o Uy asssssments and
Other comprehensive income/{expenses) ﬂn; of mr.;]prnpln calculations in itz | * :L ﬁzr::lf:zgn to the above, the following procedures weare
Other comprehensive income to be reclassified to profit mm—=—— S PR
or loss in subsequent periods (net of tax): mmfaﬁmﬁ:ﬁ@m ity R
Galnsf(lnsses] on re-measuring financial investments at managament in the assssamant of tha .l d the arithmstical accuracy o the undsring individusl
allowance for impairmant leeses an impairment calculations.
falr value tnmuah other comprenenswe Income U '515] (10?35) loans & rei:ah'ahlapa;ua‘t amorisad cost = :ngat;l[uﬁhadcﬁ]gur‘!;ﬁlablanm of key inputs usad in tha
Wet other comprehensive income/{expenses) to be ineluded: assumed futurs oceurrance of gLmﬁg::gng&mﬁﬁmmﬁﬂgﬂéﬁafom
reclassified to profit or loss in subsequent periods {1,515) (10,735) | |2rrs snd condiions releting to the considaring he velus and fiming of cash flow forscasts
hm"‘j“k'"gd 0 mm"mg particulady relating to alevated risk industries and status of
Other comprehensive income not to be reclassified fo v A s rmo recavery action of ths oollstorals.
profit or loss in subsequent periods {I'IB“ of tﬂx:l inh:aran?ly ' heiglllbnad lovals  of | = _Fur Iluanl & raceivables asseszed on a collective basiz for
Actuarial gains/(losses) on defined benefit plans (63,207) 47,045 eetimation uneartinty. impairment: ) ) _
Deferredhtax Llaﬁelct relating to components of other o — b e L
comprenensive Incame k A * | assessad the reasanablansss of judgements, assumptions and
astimates used by the Managemant in the undarlying
Net other comprehensive II'IBﬂITIBf(EIl]BﬂSES] not to Fﬁm.g:ddw&d 111511 mmagam:lnt cmarllﬂmh hh-rd_lmi‘ing
be reclassified to profit or loss in subsequent periods (44,245) 32,032 e Sigminry i ety el g
probability weighting assigned to aach of those scenarics.
Other comprehensive Incomef[expensesj for the year, net of tax [_45.?5[]] 22,197 « | assassed the adequacy of the related financial statement
digel gt outin nobee 3.5.11,12,22 and 47.2.
Total comprehensive Incomey(expenses) for the year, net of fa (24.872) | (473,411) e A e -
In1urmnt_inn Tachnalogy {IT) fystems My audit proeedures ineluded the following key procedures:
relata-d intarmal controls over financial | | obtained an understanding of the intarnal corirol ard renmeant of
teparting ;!13 p(g-]c:easan_and ?ré chscl;o:i relwant controls relating to
) . = riing and relate oSS,
2023 2022 Companys financial raporting procsssis | « Vinvebvod tur intamel spacialond d;
STATEMENT OF FINANCIAL POSITION signiicarty mliant on mulipls 1T |+ | ideotfied, swilamd and tstad he design and cparting
Rs. 000 Rs. D00 | |systems with automatsd procassas and efsctvonass of [T systms rlted el catrols, icludig
intarrel controle. Further, key financial 028 0 usar accass and changs maragsl and
Assels statement  disclosurss ars  prepared | * mmﬂﬁ;&ﬁlhml understanding of the cybemsecurity risks
. parry and tha artions taken to address thesa risks
using data and reports genarated by IT imarify through inguiry.
Cash and cash equivalents 720,397 748,724 ustms, that & compied end | « [ Mmeh . rapors used togansrts disclosuresfor
Placements with banks & financlal Institutions 374,588 103,682 fomulated with the use of spreadshests. murﬂr-ia_:_nd campletenass, including review of the general ladger
Financial investments at fair value through profit or loss 8,161,368 287,510 | | coordingy, IT syomme roted il |
Loans & recelvables at amortised cost 19,054,715 24,423,300 W""Pd"* e ﬁ"ﬂ":if::l F:Eﬂ"ﬁ"@ wars
Financial investments at fair value through other 1":““{'){:“ _"rh“”:_ ’_”’I ; — P ——
comprehensive income 14,348 15,863 | nﬂ's:rirllnfol:::E-:::nc:onnri:ri:mmﬂl;inf::rmornlirdudagniﬁ!ﬂ'naag:;npqm'a 2023 Annual Repert, but doss nat
Financlal Investments at amortised cost B.727.040 | 4,307,304 | i o i e el s et ercr.which & e s s ekt e s
L] iz anditors raport. ia rasponsible for o on. My opinion on the finarei
Real estate stock 581 38 9693? atatemants doss nutm\'arg'ua o'm:rriﬂn‘?:maﬁm andplodn niot spress ary form ufaaaurarrmgnnulmionthamon.
Investment in assoclate 81,084 81,084
3 : In cannection with dit of the financial statamanits, ibility iz to raad the atherinformation identified
Investmen n subsidiry 2,606 | 257,631 | hom s et i i o ot ot iy
Investment DI’UDET“ES 95:445 1 Uqr?gg wwith the financial stataments or my knowledgs obtaned in the audit or othersizs appaars to be matenially misstated.
Property, equipment and right-of-use assets 985,436 504,669 |  When | read the Gompany's 2022 Annual Report, if | concluds that thers are matsrial misstataments thersin, | am
requirad to communicate that matterto those charged with gowernancs for cormection. If further material uncormectad
E:?:r?letzjliaiszgtsits gi-lgilﬁ_l‘l]" 1 ggggﬁ mizstaBments an sxistad those wil ba included in rmy report to Pardiament in pursuancs of provisions in Articls 154
i R {6) of tha Conatitution that will ba tablad in dus course.
Other assets 1 508?8 1 631 57 1.5 Responsibilitiss of Managemant and Thoze Charged with Goverrance for the Financial Statements
Managament is reponsible for the preparation of Anancid Statamerits that give a trus and fair view in accordancs
Total assels 33’599’122 3 ’231 ’-”H with 5ri Lanka Aczourting Standands, and for such intamal eontrol as managament determing is necessanyto enabla
Liabilities tha praparation of Financial Statemenits that ans free from matanal misstabamart, whethar dus to fraud or arror.
Due to banks 2,599 970 2025 053 In preparing ths Fnancial Statsmants, managamant is responsibla for asssesing tha Group's ability 1o continue as a
: : ' going concam, discloaing, as applicable, matters related to going concern and using tha going concam basis of
Due to customers at amortised cost 2544441 19 235 24509 accounting unless managament aither intsnds to liquidats the Group or to caass opamations, or has no realistic
Debt issued and borrowed funds at amortised cost 741,030 £9,082 ﬂmﬁfﬂﬂ;\ﬁ b";ﬁ:ﬁd;@- s ST TR
oea chargs govarnanca ara rasponsible for cvarsesing the Group's finandial reporting procass.
Current tax liabilities 30,095 49,029 | 4s por Saction 16{1) of the Mational Auit Act No. 10 of 2018, the Company and the Group is requirsd to mairtain
| N propar books and records of all their income, expenditure, asssts and liabiltias, to enable annud and periodc
ggtllerrerllibriltlttlneezef its obligations ggigg: gg?gg; A 1 ES N A
' ' 1.6 Auditor's Respongibilities for the Audit of the Finaneial Staiements
Total liabilities 3|],[|23,,||5|] 27,535,23]' My whjsctive is to obtain reasorabls assurance abowt whethar the financial statemants as a whols ars fres from
material misstatamant, whether dus to fraud or arror, and 1o issus an auditor's report that includes my apinion.
Eu“m Fieasonable assuranca is a high kevel of assurance, but is not & guarartes that an audit conducted in accordance with
Stated Cﬂp|tﬂ| 4.076 448 4.076.448 5 Lanka Auditing Standards will atways detecta material mizstatsmentwhen it sxsts. Misstatements can ariss from
N B o _- fraud or error and e considersd matarial if, individualy or in the agaregats, they could reasonably be expecid to
Statutun_.r BSErVes 344:1 74 339,995 irfluena the economic deisions of users taken on tha basis of theea financial statamerts.
Retained earnings (1 289.548] [9449 54) Az part of an audit in accordance with Sei Lanka Auditing Standards, | exercize professional judgment and mairtain
RLA reserve 371 :sgﬂ 543141 profieasional seapticism throughaut the audit. | also:
0CI reserve [31 592] (3[] 3??) = |dentify and aseass the risks of matanial misstatameant of the financial staternants, whathardva t fraud orarmor,
! ! dezign and parform audit procedurss responsive to thoss nsks, and obtain audit evidenca that is sufficient and
ropriats to provide a basia for nion. Tha nizk of not detecting & material misstatemant resuting from
Total equity 3,670,672 3,695,544 :rﬁ_pud ﬁa higﬂar%anforona mumgﬁ?\g‘m arror, a5 fraud may involve ﬂdluaion,forgary, intertional 0mifsiona,
Total liabilities and equity 33,600,122 | 31,231,781 misrsprassntations, or the ovarrids of intsmal conirel.
= Obtain an understanding of irtarnal control relevant to the audit in order to dasign audit procedures that ars
Commitments and contlngeni liabilities 42093 1 03933 appropriate in the circur?'natsnms, but not for the purposs of expressing an u|:ininG||1 nnﬂ'lal;ﬁev:t'mamaofﬂla
Met assets value per share (Rs.) 7.00 7.05 itarnal control of the Company and the Group.
= Evaluate the appropristeness of accounting policias usad and the reasonablenass of aceounting estimates and
ralatad disclosuras mads by tha managament.
As at As at Concluds on the i i i i
= appropria&nass of the managerant’s usa of the going concern basis of accounting and based
SELECTED PEH FDHMANCE I NDICA.T“HS 31122023 31122022 o the audit evidence cbtained, whathar a matrial uncertainty edsts related t evants or conditions that may
[Unaudlted} [Unaudlted} vast dgnificant doubt on the Group's ability to confinue as a going concam. If | concluds that a material
unicartainty exists, | am requirsd to draw sttantion in my auditor's rport to the related discosures in the
Financial Staternants or, if such disclosures ars inadequats, to modify my opinian. My condusions are based
“l’-lllﬂatﬂﬁf [:ﬂl]ﬂﬂl 311311“83‘1' on the audit evidance obtained upmmadm_ufn':mi‘tor'a report. ﬂgmgwﬁ ﬁrturahz\arm or conditions may
Core capital (tier 1 capital), Rs. '000 2,950,035 2,973,001 caise the Grmup tn ceaza to coninue 25 2 going concam.
Total capnm bas g, Rs. '000 34534531 31 51 SQB = Evaluste the cvarall praapntaﬁon, structurs and contant Uftha.ﬁnandsj atataments, includin_g tha disclosunes,
o and whether the financial stataments reprasent the underying tranzactions and events in a manner that
Core capital adequacy ratio, as % of risk weighted assets achiaves fair pressriation.
o o 0
{mlnl mum requlrement, 8.5 ’H 13.60% 11.33% = Dbtein sufficient appropriats audit evidencs regarding the financial infomation of the entities or businses
Total capital adequacy ratio, as % of risk weighted assets ativities within tha Group 1o express an epinion on the sonsolidated finandial stalements. | am meponsibile for
{mlnl mum requlrer‘nent 12 5%] 16.75% 12.01% the direction, suparvizion and performance of the group audit. | remain solely responsible for my audit
y o : opinion.
EED|tﬂ| funds to dEDUS|t liabilities ratio | communicate with thoss charged with govemance regarding, amang other mattars, significant audit findings,
(m|n| mum requirement, 1 U"."B] 15.75% 15.80% ineluding any significart deficiencies in imamal control that | identify during my audit.
2. Report on Other Lagal and Regulstory Requiraments
Assets quality (quality of loan portiolio) 21 Wational Audt Act, No. 13 of 2018 and Companiss Act, No. T of 3007 includs spacific provisions for
Gross non-performing accommodations, Rs.'000 4,579,316 5,161,299 follwing requirsmars.
Gross non-pe rfg[mmg accommodations raﬂg__ % 21.06% 17.77% 211 lhawe ub:minpd all the infu'maﬁo_n and explanation that required for the audit and as far as appears from
o - a my mmmw.marmunﬂn_g records have been kapt by the Company as per the requirement of
Met non performing accommodations ratio, % 7.12% 8.14% aac‘honu11l§83 {2) {d) of the Companies Act, No. 7 of 2007 and tha section :z({mf ational Audit Act, No.
. X
lPI';ﬂtﬂ::]““ﬁ rn} 5.55% 5.85% 212 Ihcr Enar&s]dagautuegﬂm of tha Company comply with the requirament of ssction 151 of the Gomparies
NIErest margin B E o , No. :
Return on assets (before tax) 0.21% -2.01% 2.1.3 Tha financial statsmants prasanted is corsistsnt with the precading year as parthe rquirement of ssction
Return on equity (after tax) 0.57% -12.60% e S e
" 214 The financial stataments rited includes all th dations mads in the previ
Regulatory liguidity (Rs.'000) pe?#gar';g:immmﬂ?:snfr(ﬁj"ﬁ of ths National AudtAct, N 19%'351'5. privins ysaras
Required minimum amount of liquid assets 2,859,509 2,636,887 22 Based on the procsdurss parformad and evidance obizined wers limitsd 1o matters that ara material,
Avallable amount of liquid assets 3,257,794 | 3,485,014 e ek S
Required minimum amount of government securities 2,086,865 1,894,394 L e B b o
Avallable amount of government securities 2,979,346 2892197 raquirament of section 12 (d) of the National AuditAct, No. 19 of 2018,
222 tostate that the G has not lied with fizabils writtan law, al and spescial dirscti
Memorandum information Eﬁgdgweg:%wyﬁg?s mia: :fﬂ'?gfmpanwys:gra L] mquir:lmamnofatwhagsa:ce‘gonﬂﬂ ( ctfﬂ'mll"milonrr:a?
Number of employees 785 893 e i
Number of branches 48 48

223 o stats that the Gnmpangr has not parfiormed aocurdinﬁ to its powars, functions and dutias as per the
() of tha o1

22,4 to state that the rescurcas of the Companmy had not been procured and utilized economically, fficiently and
a‘huﬁwﬁwiﬂlin tha ima frames and in compliance with the applicabls lews as par the raquiremant of

raquirsment of section 1 jonal Audit Act, Ot 2018.

saction 12 (k) of the Mational AuditAct, No. 18 of 2018.
e
WP.C Wickramaraina
Aunditor Genaml

Merchant Bank of Sri Lanka & Finance PLC
(Subsidiary of Bank of Ceylon)

BOC Merchant Tower,

Mo. 28, St. Michael's Road, Colombo 03, Sri Lanka.
Tel: 011 4 711 711, Fax: 011 4 711 765

E-mail : mbslbank@mbslbank.com

Web Site : www.mbslbank.com




