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TRANSFORMATION
THROUGH INNOVATION

We have dedicated fulfilling needs of our customers and
stakeholders nearly four decades. Throughout this journey,
we have consistently embraced innovative approaches in
the financial and monetary sectors. Qur unwavering
support has enabled all our stakeholders to achieve their
goals and objectives.

Cwver past years, we guided and facilitated our customers
and staff through innovative enhancements by implement-
ing swift and efficient solutions.

Maow, we are advancing to the next level of stakeholder's
empowerment by focusing on seamless financial and
monetary services through digital transformation. This
digital evolution will transcend traditional limitations,
delivering a secure, efficlent, and technologically enhanced
experience, paving the way for a more secure and
prosperous future.
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Vision
To be the Trusted Development Financing
Partner to the Nation

Mission
To provide financial and
affiliated services to enterprises and
entrepreneurs whilst
promoting inclusive
development
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About Us

The beginning of Regional Development Bank{RDB) goes back to the
year 1985, when district level banks under the category of Regional
Rural Development Banks were established. In 1997, seventeen such
Regional Rural Development Banks were merged into six Provincial
Level Banks, namely Rajarata, Ruhuna, Wayamba,Uva, Kandurata and
Sabaragamuwa Developmeant Banks, These six provincial banks were
further merged in May 2010, as a national level development bank and
named the Pradeshiya Sanwardhana Bank (Regional Development
Bank or RDB).

The RDB was established under the Pradeshiyva Sanwardhana Bank
Act No. 41 of 2008 as a fully State-owned national level bank with the
long-term objective of improving the living standards of the rural
masses by providing them accessible and affordable financial services
that in turn would contribute to uplift the rural economy.

Originally based on the "barefoot banking concept’, the Bank strives to
provide innovative, simple and effective financial instruments (mainly
deposit mobilization and lending) to those at the middle and bottom of
the income pyramid. The Bank is keen on empowering its customers in
the micro, small and medium-scale industries, women entrepreneurs
as well as those in the agriculture, livestock, fisheries and other small
industries, all of which in turn would contribute towards the country's
econamic development. The Bank has also taken steps to Inculcate the
savings habit amongst the rural people providing higher returns on
savings and fixed deposits, while also encouraging school children and
minors to save.,

Today, with over six million loyal account holders
complemented by 272 branches and empowered by over 2,530
professional permanent staff members, the RDB is well equipped to
improve its entrepreneurs who will propel our country's
socioeconomic prosperity.
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OUR JOURNEY / MILESTONES

The Inspirational Story of Success After Merging Six
Provincial Development Banks as One National Level

Development Bank

Total Assets Growth

From LKR 41 Bn to LKR 285 Bn

Total Deposit Growth

From LKR 32 Bn to LKR 210 Bn

Total Loans and
Advances Growth

From LKR 30 Bn to LKR 215 Bn

Operating Profit
Growth

From LKR 371 Mn to LKR 1,998 Mn

Total Equity Growth

From LKR 3 Bnto LKR 16 Bn
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Results achieved by Provincial Development Banks

(i.e. Rajarata, Ruhuna, Wayamba, Kandurata, Uva and Sa-
baragamuwa Development Banks) during the twenty four
years period from 1985 -2009, have drastically improved
during the twelve + years period (2010-2022) after estab-
lishing Regional Development Bank (RDB) in 2010 merging

all previous Provincial Development Banks.

From May 2010 to December 2022

e Total Deposit of RDB has increased by LKR 178 Bn
from LKR 32,350 Mn to LKR 210,301Mn

e Total Loans and Advances of RDB has increased by
LKR 185 Bn from LKR 30,311 MN to LKR 215,373 Mn

e Total Asset of RDB has increased by LKR 244 Bn from
LKR 41,018 Mn to LKR 285,395 Mn

History of RDB
Established 17 Regional Rural
1985 Development Banks

Established 6 Provincial
1997 Development Banks

Established one national level entity as
2010 Pradeshiya Sanwardhana Bank

Acquired Lankaputhra Development
2018 |g.nk

The beginning of Regional Development Bank (RDB)

can be traced to 1985 when district level banks under
the category of Regional Rural Development Banks were
established in terms of the Regional Rural Development
Bank Act No. 15 of 1985. Subsequently, in 1997, under
the Regional Development Banks Act No. 06 of

1997, seventeen Regional Rural Development Banks
were amalgamated in to six provincial development
banks; Rajarata, Ruhuna, Wayamba, Kandurata, Uva and



Sabaragamuwa Development Banks. With the introduction
of the Pradeshiya Sanwardhana Bank Act No. 41 of 2008
these six banks were merged in to one national entity as
Pradeshiya Sanwardhana Bank as known as Regional
Development Bank on 1st May 2010.

Being the RDB at national level government owned
Development Bank, the objectives of the Bank shall be to
facilitate the overall regional economic development of

Sri Lanka by promoting the development activities such as
agriculture, industry, trade, commercial, livestock, fisheries
and empowerment of women mainly by granting financial
assistance to Micro Financial Institutions and small and

medium scale enterprises.

Financial Highlights

e Asafinancial institution dedicated to development
banking, Regional Development Bank continues to
play avital role in the uplifting of social and economic
development activities in the country. The Bank has
been in the forefront of almost all the development
programmes in the island playing a significant role as
afinancier. Our key asset is our customer base of over
six million spread throughout the country, including
North and East. Development of the country and its
people is the main focus of the bank. Hence, the bank is
committed to empowering them and thereby develop-
ing the nation through its 272 branches in the island
wide network.

e Total income of the Bank has increased by 48%
compared to the previous year. In the year 2022,
operating profit increased to LKR 1,998 Mn which is
3.70% higher than the operating profit of LKR 1,927
Mn recorded in 2021. Return on Assets (ROA) before
tax has recorded as 0.47% that stood at 0.78% in 2021.
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Support Services to our Customers
Western Union with NDB

Money transfers through the Western Union (WU) is
easier and speedy way to transfer funds with total security
from any foreign destination to our country and customers
are able to collect them through all branches of the RDB
which are widely located in rural and semi-urban areas.

Lanka Money Transfer (LMT) with DFCC

Lanka Money Transfer remits money directly and instantly
to customer bank account with no downtime. Lanka Money
Transfer is with a wide international network consisting of
over 275 locations and this service available at 272 RDB-

Branches island wide.

Utility Bill Service with Sri LankaTelecom, Ceylon
Electricity Board(CEB), National Water Supply

and Drainage Board(NWSDB).

RDB facilitates to pay utility bills under one roof.
Accordingly, customers can easily pay their electricity
bills, water bills and telecommunication bills through RDB
branches & our Door to Door Agent Service as well.

RDB ATM Facility

Our customers are able to withdraw their money at

any one of over 4000 ATMs island wide. Approximately
350,000 ATM cards have been issued to customers as of
now.

Common Electronic Fund Transfer(CEFT) System
Inter Bank Fund Transfer Facility is available for our
customers.

Cash Deposit Machines (CDM)

Available at selected branches

RDB QR

RDB launches “RDB QR” for Merchants in 2021.
Accordingly, RDB merchant customers are able to do the
transactions through QR code without using the Cash or
card. This is a hassle-free transaction for the merchants &
the buyers.
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Dear Stakeholders,

As we reflect on the conclusion of a challenging year for Sri
Lanka, it is clear that the economic instability and political
turbulence during the first half of the year had far-reaching
effects on individuals and communities, with the great-

est impact felt by the most vulnerable and less affluent
members of society. In the face of these challenges, as a
development bank, committed to empowering rural com-
munities, found itself confronting the adverse consequenc-
es of the situation. This period tested our resilience and
determination to continue fostering sustainable growth
despite the difficult environment. Throughout the period,
we remained focused on our core objectives. | am pleased
to share that we successfully navigated through challeng-
ing 12 months in recent history, preserving the trust of
our loyal clients and helping them manage their financial
difficulties. It is with great pride that | present to you the
Annual Report and Financial Statements for the financial
year ended 31 December 2022, showcasing the strength
and perseverance that guided us through this turbulent
period.

The economic crisis resulted in significant obstacles. Ac-
cording to the provincial estimates of the Department of
Census and Statistics, Sri Lanka’s economy contracted by
4.8% year-on-year in the first half of 2022, a sharp decline
compared to the 9.3% growth during the same period in
2021. While there were signs of gradual recovery at the
start of the year, this momentum reversed by the second
quarter as the crisis deepened, exacerbated by growing
uncertainties stemming from the forex crisis. This led to a
contraction across all major economic sectors, which faced
numerous challenges. Inflation continued to rise rapidly,
and the Sri Lankan rupee experienced a significant depre-
ciation

In this environment, the banking sector faced significant
challenges, including a devalued currency, rising inflation,
and the growing threat of non-performing loans (NPLs).
The sharp increase in market interest rates put banks

at greater credit risk. As a result, the financial health of
banks came under considerable strain, with the NPL ratio
rising sharply, highlighting the difficult financial conditions
borrowers were experiencing. To mitigate these challeng-
es, concessionary measures were introduced for micro,
small, and medium enterprises, as well as individuals, to
help eligible borrowers continue their income-generating
activities and gradually resume repayment of their loans

Regional Development Bank 11
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CHAIRMAN'’S MESSAGE

Our Approach

As a development bank, all of our clients are subject to
the concessionary regulations set by the Central Bank
of Sri Lanka (CBSL). Consequently, we were obligated
to provide relief to borrowers affected across various
sectors. These concessions included debt moratori-
ums, loan restructuring or rescheduling, suspension of
recovery actions, low-interest working capital loans,
and waivers of fees for specific banking transactions,
especially for clients in micro, small, and medium
enterprises, including women involved in agriculture,
livestock, and fisheries. As a result, we could not
propose higher interest rates offered by commercial
banks, nor could we adjust the fixed lending rates for
the loan terms. This situation placed significant pres-
sure on our financial performance. Additionally, the
rise in non-performing loans due to the ongoing crisis
prompted us to implement stricter recovery measures
and adopt a more rigorous evaluation process when
assessing borrowers’ profiles before granting loans.

During this challenging period, we remained com-
mitted to supporting our customers in navigating
the difficult circumstances using the most effective
approaches. As part of this effort, we introduced
special interest rates on selected products for up to
one year and made only modest increases (2-3%) to
the interest rates of two products: ‘Thilina’ (personal
loans) and ‘Detusavi’ (pensioner loans). Additionally,
we continued to offer government-backed refinance
loan schemes to assist small and medium-scale entre-
preneurs.

Digital Transformation for efficacy at RDB
With the growing focus on technology in the banking
sector and the increasing demand for digital finan-
cial transactions, we successfully launched the QR
payment method and the JustPay payment facility
through any mobile app. Additionally, we have made
plans to implement a new loan origination system. To
further improve efficiency, we adopted strategies to
optimize our deposit mix, helping to reduce interest
costs. We are confident that these initiatives will sig-
nificantly enhance customer convenience and satisfac-
tion, raising our service standards to a new level.

RDB Performance

Through these strategic initiatives, we have continued
to create value for our customers, maintaining our
commitment to empower rural communities through
financial inclusion. Over the course of the year, we
achieved strong results, with a remarkable 203% im-
provement in our treasury operations. The increase in
deposit rates helped attract more funds into the bank,
boosting liquidity. Customer deposits grew by 12%,
while loans and receivables rose by 13.93%.

Regional Development Bank
Annual Report 2022

Although the bank’s operating profit recorded a mod-
est increase of 3.70% compared to the previous year,
recording an increase of Rs. 36 Bn in gross income.

By implementing sound strategic measures and mak-
ing timely interventions, while staying adaptable to
the evolving business landscape, we strengthened our
position during this period. This approach allowed us
to successfully navigate the crisis and maintain a solid
performance, preserving our client base. During this
challenging time, supporting our clients became our
top priority, with their needs taking precedence over
our own interests. This was made possible through
the unwavering commitment of our RDB team and our
close relationship with customers, working together to
achieve the bank’s core objectives.

Corporate Governance

Our growth and success are driven by a strong govern-
ance framework, which serves as the foundation of our
operations, ensuring transparency, accountability, and
ethical practices in every aspect of our operations. As
aresult, we adhere to all relevant governance stand-
ards and statutory requirements. This solid govern-
ance base has enhanced our ability to deliver value to
our customers by building trust, maintaining integrity,
and upholding exceptional service standards.

Way Forward

We are eager to seize growth opportunities that may
arise with the improved operating environment in the
coming financial year. Having navigated through the
toughest times with resilience and strategic foresight,
we are now poised to enter the next phase of growth
for the Regional Development Bank. Our focus will
remain on supporting grassroots-level entrepreneurs
by providing accessible and affordable credit facilities
to improve their living standards. As we do this, con-
tinuously refining our product offerings to meet the
evolving needs of our clients will be a key priority. We
will also enhance our product portfolio to better meet
the evolving needs of our customers, placing a greater
emphasis on digital banking and expanding our branch
network into regions with a larger presence of our
target customer base. These initiatives will be further
strengthened by our planned merger with another fi-
nancial institution, in line with government directives,
to enhance our capacity to serve the country’s rural
economy more effectively.
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Acknowledgement

| would like to take this opportunity to express my
sincere gratitude to our General Manager/CEO and
the Board of Directors for their steadfast leadership
during this challenging period. On behalf of the Board,
| also extend our heartfelt thanks to our loyal custom-
ers and stakeholders for their unwavering support
throughout this challenging time. My deepest appre-
ciation goes to our management team and employees
for their exceptional dedication in delivering uninter-
rupted service to our clients. Having emerged from
the most challenging period, | am confident that our
dedication, strengthened by a solid governance foun-
dation, will drive us toward achieving our objectives
and making a meaningful contribution to the country’s
economic growth.
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GENERAL MANAGER’S/
CEO’S REVIEW

It is with great pleasure that | present the Annual Report
and Financial Statements of the Regional Development
Bank for the year ending 31st December 2022. The past
year has been particularly challenging for the country’s
economy, which faced an acute financial crisis that af-
fected all sectors and caused significant hardship for the
majority. Despite these challenges, the Bank demonstrat-
ed resilience by implementing strategies to navigate the
difficult circumstances and maintain our growth. We have
remained steadfast in our mission to enhance the living
standards of rural communities by providing access to
affordable credit facilities, thereby contributing to the
strengthening of the rural economy.

At the beginning of fiscal year 2022, the nation was in the
process of recovering from a prolonged pandemic, gradual-
ly returning to normalcy in both daily life and the economy.
However, the recovery was short-lived, as the country was
struck by its worst economic crisis since independence in
the second quarter of the year. This crisis led to a 7.8% con-
traction in the economy, with all major sectors experienc-
ing a decline. The challenges continued to mount, including
prolonged power outages, shortages of essential goods,
and a lack of fuel and raw materials due to supply chain
disruptions, which affected both individuals and business-
es. During this period, rising inflation and the increasing
cost of living put significant pressure on purchasing power,
while the Sri Lankan rupee depreciated against the US
dollar. These developments had a severe impact on the
low-income segment, leading to widespread social unrest
and protests throughout the year.

The banking sector was not immune to the impacts of
these challenges. The high-interest rate and the reduc-
tion in people’s purchasing power adversely affected this
sector. One major issue we faced was the need to adjust
our loan interest rates to align with the rising market rates,
which significantly impacted on our profitability and led to
anotable decrease in revenue margins. During this period,
the Central Bank of Sri Lanka (CBSL) also continued to
implement regulatory measures aimed at supporting the
banking sector, ensuring the efficient flow of credit to the
economy while maintaining the stability and soundness of
the sector.

Regional Development Bank
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Strategy and Performance

This was a period that required careful strategic actions to steer the Bank through the challenges and ensure
its sustainable growth. With the guidance of the CBSL and our unwavering commitment to supporting rural
entrepreneurs through financial assistance, we remained focused on helping our valued clients during these
tough times. We provided various concessions, including low-interest rates on loan products, moratoriums, and
flexible pay ment terms, to alleviate the financial burden on customers who qualified for these relief measures.

Given our focus on empowering rural customers in micro, small, and medium-scale industries, as well as women
in agriculture, livestock, and fisheries, we faced challenges in competing with the high-interest rates offered by
other commercial banks. Additionally, many of our customers had fixed-interest loans, making it difficult to ad-
just our lending rates. We were fully aware of the increased economic strain on our clients due to the country’s
ongoing situation and were committed to easing their financial burden. As a result, we decided to raise the inter-
est rates for only two products: ‘Thilina’ (personal loans) and ‘Detusavi’ (pensioner loans), by a modest (2-3%).
We also offered special rates for selected products, but these would apply only up to one year. Additionally, we
continued to support specific sectors with the government-backed refinance scheme for loan portfolios.

As loan defaults increased during this period, loan recovery became a significant challenge for the Bank, re-
quiring us to implement strategic recovery measures to recover outstanding payments. Throughout the review
period, our Net Non-Performing Loans (NPL) ratio remained at 6.5%. In response, we launched special recovery
campaigns while also reinforcing our loan appraisal process to carefully assess the repayment capacity of bor-
rowers before approving new loans.

Despite the challenges faced, the Bank benefited from the increase in deposit rates, which assisted to attract
new customers and retain deposits of existing customers. As a result, our treasury operations recorded a
significant improvement, achieving 203% of the budgeted targets. This financial gain provided much-needed
relief amidst declines in other areas. For the fiscal year, we recorded a high profit after tax of Rs. 1,349 Mn, a
substantial increase from Rs. 306 Mn in the previous year. Customer deposits grew by 12%, reaching Rs. 210 Bn,
while loans and receivables rose by 13.93%, totaling Rs. 215 Bn. Our total assets increased by 16.07%, and we
successfully maintained our Capital Adequacy Ratio above the industry’s minimum requirement.

During this period, the Bank implemented strict cost-control measures to lower its cost base, operating with a
reduced budget and cutting non-essential expenses in line with the guidelines set by the Ministry of Finance for
state-owned entities.

Key Milestones

Despite the challenging operating environment, we remained focused on our growth objectives. We enhanced
the customer experience through branch rebranding and relocated some branches to improve accessibility. In
terms of technology, we initiated a loan origination system, following the successful implementation of a central-
ized collection management system during the financial year. We also initiated the RDB Payment App, set to be
fully implemented in the next financial year. Furthermore, we began the process of introducing the Visa Debit
card, which is currently in progress.

Our initiatives in the IT sector were recognized through several prestigious awards during the year. These
included the Gold Award at the LankaPay Technnovation Awards 2023, the Gold Award for Best LankaPay Card
Implementer of the Year, and the Merit Award for Best Common ATM Enabler of the Year.

Another notable achievement was the “Diri Abimani Program,” held at the Central Bank Auditorium in March
2023. This initiative aimed to identify exceptional women entrepreneurs at the district, provincial, and national
levels, and honor them with financial rewards and other incentives.

The Bank’s ranking improved from 44t place in 2021 to 43" place in 2022, according to the LMD Brand Annual
report.

Looking Forward

As the economy showed signs of gradual recovery towards the end of the year, the role of RDB as a key enabler
of rural entrepreneurs, including women in the agriculture, livestock, and fisheries sectors, became even more
crucial in driving the country’s economic growth. Therefore, we will remain committed to reaching underserved
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customer segments in these sectors who face challenges in accessing financial services. Alongside this, we will
continue to accelerate our technological advancements, having fully automated our loan origination system to
improve customer service. We are also in the process of implementing a new core banking system.

The Bank is also exploring the expansion of its branch network into new geographical areas to reach a broader
customer base by increasing visibility and improving convenience for our clients. As part of this initiative, we
are in the process of opening two new branches in the Point Pedro and Chavakachcheri areas. In addition, to
strengthen the Bank’s long-term capacity, RDB is considering a merger with another financial institution, in line
with government directives

Acknowledgements

In conclusion, | would like to express my sincere gratitude to the Chairman and the Board of Directors for their
valuable guidance and leadership in navigating the Bank through a challenging period. | also extend my heartfelt
appreciation to the officials of the Central Bank of Sri Lanka, the Ministry of Finance, and other government
institutions for their ongoing support and collaboration with me and the Bank throughout the financial year.

I am truly grateful to our esteemed customers for their continued trust in us and our commitment to supporting
their financial well-being. We remain dedicated to assisting them through difficult times, offering reassurance
and strength to help them navigate and overcome financial challenges

Finally, | would like to express my heartfelt gratitude to all our dedicated employees for their unwavering
commitment and hard work in helping our clients achieve financial empowerment while striving to meet the
Bank’s core objectives. The collective efforts of our team have played a crucial role in steering the Bank through
difficult times. As we look ahead, | am excited about the opportunities that lie ahead, driven by the improving
operating environment in the near future.
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P.S. Edirisuriya
General Manager/CEO
(Covering up of Duties)
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BOARD OF DIRECTORS

MR. M. MAHINDA
SALIYA

Chairman
(Retired on 31.12.2022)

Mr. Mahinda Saliya holds

a Bachelor of Commerce
(Special) degree from the
University of Kelaniya. He is
well experienced in matters
of Fiscal Policy, Government
Finance, Statistics and also
in the preparation of Annual
State Budget.

He has been employed in the state sector for 34 years
during which, he had worked at the Central Bank of Sri
Lanka (CBSL) in the capacity of an economist, a Senior
Assistant Director and a Regional Manager. He also served
as the Deputy Director, Director Budget, and Additional
Director General of State Accounts at the General Treas-
ury. He had also represented Director Boards as a member
in several Government Institutions as the representative
of the Treasury.

The Rajarata Development Bank, Kotalawala Defense
University, Defence Service Command and the staff
College, Rakna Lanka Arakshaka Limited, Sri Lanka Land
Development Corporation, Tower Hall Theater Foundation
and Selacine Television Institute are some of the State
Institutions where Mr. Saliya had represented as a
member of the Board of Directors.
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Mr. K. Raveendran

Non Independent / Non
Executive Director
(Resigned w.e.f. 13.10.2023)

Mr. Raveendran is currently
serving as the Senior Deputy
General Manager of National
Savings Bank overlooking
the Branch Operations,
Finance and Planning,
Superannuation and
Research & Development
functions. He counts for
over 24-year post qualifying
experience in the Banking and Finance sector with

more than 19 years at National Savings Bank. Prior to
assuming duties as the Senior Deputy General Manager
responsible with above functions, he has served in the ca-
pacity of Assistant General Manager and Deputy General
Manager in the fields of Finance, Audit and Research &
Development. He has also overseen the risk management
function of the Bank. Mr. Raveendran has served in Peo-
ple’s Merchant Bank as a Financial Analyst in the Corpo-
rate Finance Division and a Research Analyst at CDIC
Sasoon Cumberbatch Stockbrokers prior to joining
National Savings Bank.

g ¢

Mr. Raveendran has served as a Visiting Lecturer at the
University of Sri Jayewardenepura and the Institute of
Bankers of Sri Lanka. Also, he is a prominent and versatile
lecturer in the subject of Financial Management in the
examination conducted by CA Sri Lanka.

He s also a Fellow Member (FCA) of the Institute of
Chartered Accountants of Sri Lanka and a Founder
(Fellow) Member of the Institute of Certified Management
Accountants (CMA) of Sri Lanka. Mr. Raveendran holds a

B. Sc. in Business Administration (Sp.) from the University
of Sri Jayewardenepura with Honours and a Post Graduate
Diploma in Banking and Finance from University of
Colombo.

Other Current Appointments
e Member of the governing council of the Association of
Professional Bankers (APB) of Sri Lanka.

e Alternate Member of the Governing Board of the
Institute of Bankers of Sri Lanka (IBSL).
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Mr. W.M.
Karunaratne
Independent /

Non Executive Director

(Retired on 31.12.2022)

Mr. W.M Karunaratne,

was appointed as an
Independent/Non-Executive
Director to the Board of
Directors of Pradeshiya
Sanwardhana Bank on
03.01.2020. Mr. Karunaratne
is aretired Assistant
Governor of Central Bank

of Sri Lanka and counts over 30 years of experience in
Banking. He has also worked as a consultant at a World
Bank Funded project of “Warehouse Receipts Finance
Project” for a period of three years administrated by the
Ministry of Finance. He was the Chairman/CEO of RRDB-
Anuradhapura as well as a Board Director of Ruhuna
Development Bank. Moreover, he has served as the Value
Chain Finance Specialist for a Value Chain Development-
Project for the period of 03 years sponsored by Canadian
Government.

He has published two books on Banking with the poor
(Group lending) and Rural Savings Mobilistion, 06 books
on Poverty lending, SME Financing, Lift Irrigation, Home
gardening, Dairy development, Financial literacy as well as
a book on Warehouse Receipt Financing.

Mr. Karunaratne holds a B.A (Honors) Degree in Social
Sciences from University of Peradeniya and LLB (Honors)
from Open University of Sri Lanka. Further, Mr. Karunartne
is an Attorney at Law since 2002.
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Prof. HM.W.

Ariyarathna Herath
Independent/ Non-Executive
Director

(Retired on 31.12.2022)

Prof. H.MW.Ariyarathna
Herath holds a Bachelor

of Arts Special Degree

in Economics from

the University of
Peradeniya,Master of
Science in Development and
Resource Economics from
Norwegian University of Life
Science and Doctor of Philosophy from Post Graduate
Institute of Agriculture, University of Peradeniya. He is
prominent academia and a researcher in the fields of
Development Economics, Money and Banking,Project
Analysis.

He has been employed in the University of Peradeniya

for 27 years in the posts of a Lecturer, and then Senior
Lecturer, and as a Professor. During this period he had
also served at the National Institute of Co-operative
Development (NICD), Polgolla in the capacity of Director
(Academic and Development), and international Research
Center,University of Peradeniya as a Deputy Director.
Currently he holds the position of the Head of the
Department of the Department of Economics and Statis-
tics,at University of Peradeniya.

Prof. HMW. Ariyarathna Herath has served as a
consultant and prepared reports for many national and
international organizations such as Pathifinder Foundation
Colombo; Plan International Sri Lanka; UNDP, State Minis-
try of Skills Development, Vocational Education, Research
& Innovation, Colombo and Central Provincial Council.

He has published several books of scholarly work on
various fields. Principles and Projects Planning and
Appraisal, Microfinance: Theory and Practice, Gender
Responsive Budgeting Process in Sri Lanka are some
of the books among them. He has also published many
research articles in various national and international
refereed journals.
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Mr. Lalith
Abeysiriwardhana
Independent /

Non Executive
Director
(Re-appointed on
01.02.2023)

Mr.Lalith Abeysiriwardana
was appointed as an
independent/Non Executive
Director to the Board of
Directors of PSB also known
as RDB on 03/01/2020.

Mr. Abeysiriwardana is an Attorney-at-law by profession
since 1996. He holds a degree in Bachelor of Law (LL.B)
from University of Colombo.

At present Mr.Abeysiriwardana holds the position of
Director at several private entities such as Lead Business
Development and Management Company (Pvt) Ltd,
Urban Foods (Pvt) Ltd, Lead Hardware and Constructions
(Pvt) Ltd, Verazo Holdings (Pvt) Ltd , and Spare Business
Development and Management (Pvt) Ltd.
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Dr. Nirmal De Silva
Independent-

Non Executive
Director

(Resigned w.e.f.
04.04.2022)

Dr.Nirmal De Silvais an
award winning business
professional &
entrepreneur

with close to two decades
of ‘C Level experience
across the world, where
he has provided leadership

to a number of Multi National and Fortune 500 companies.
Over the last few years his focus has been on the Real
Estate Industry, Strategy Consulting & Start - ups.

Dr. De Silvais currently serving as the Co- Founder / CEO
of Paramount Realty. He is also the Founder of TYNA
Consulting which is a Boutique Consultancy focused

on Strategy, Leadership ,Impact Investment, Strategic
Power Play & Transformational Interventions (Particularly
for SME’s) & Social Enterprises. In addition Dr.De

Silva serves on the board of a number of companies

in diverse industries such as agriculture, food &

beverage, technology, handicrafts, education, learning &
development, facilities management, portfolio investment,
professional services, digital entertainment, consumer
goods & lifestyle services.

Not only is he a well- respected thought leader, he is also
a much sought after start up Mentor, Impact Investor

& Public Speaker. He is also an important influencer in
shaping up the start- up and social enterprise eco- system
in the country.

On an academic front Dr.De Silva is an Associate
Professor,\Visiting Lecturer & Thesis Supervisor for
Doctoral Level programs in a number of local and interna-
tional universities.

Other Qualifications

e Doctorate in Business Administration (Specialization
in HRM)

Master of Business Administration (Australia)
Bachelor of Business Management (Australia)
Certified Management Accountant (Australia)

Post Graduate Diploma in Marketing (CIM-UK)
Master of Project Management ( USA)

Fellow Association Project Management (UK)

Fellow American Association Project Management
(USA)

e  Fellow Institute of Chartered Professional Managers
(SriLanka)

Life Member Sri Lanka Institute of Marketing (SLIM)
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Mr. G.A.Jayashantha
Non Independent / Non
Executive Director
(Resigned w.e.f.
11.09.2023)

Mr. Jayashantha counting
over 24 years of service in
Banking was in the branch
banking in the early part
of his career and later
specialized in Treasury,
Dealing & Primary Dealer -

Unit (PDU), Assets & Liabilities Management Unit (ALM),
Risk Management, Corporate Recovery, Offshore Banking
and Branch Operations.

He graduated from the University of Sri Jayawardenapura,
SriLankain 1994 with a B.Sc. Business Administration
(Special) degree in First Class. He holds a Master of Arts

in Financial Economics at University of Colombo and also
has a Diploma in Credit Management. He is an Associate
Member of the Institute of Bankers of Sri Lanka.

Mr. Jayashantha serves as a member/an observer

to various management committees and Board Sub
Committees and shares experiences in policy matters/
strategic decisions.

Mr. Jayashantha held the positions of Assistant General
Manager (Corporate Recovery), (Risk Management),
(Western Province - South) & (Offshore Banking) and
Deputy General Manager (Retail Banking Range - I1),
before assuming the duties as Deputy General Manager /
Chief Risk Officer.

Mr. Jayashantha serves as a Director to the Board of
Merchant Bank of Sri Lanka & Finance PLC, BoC Property
Development & Management (Pvt) Limited, Ceybank Asset
Management Limited. He is also an Alternate Director to
the Governing Board of Institute of Bankers’ Sri Lanka.
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Mrs. Hiranthi
Karunaratne
Independent /
Non Executive
(Resigned w.e.f.
13.09.2023)

An Attorney-at-Law of the
Supreme Court of Sri Lanka
since October, 1985 having
a strong legal exposure |
(Local and International)
for more than 36 years.

Served as a State Advocate attached to the Director of
Public Prosecutions in the Republic of Zambia and served
as a Senior State Counsel at the Attorney General’s Cham-
bers (Civil Department) in the Republic of Kenya.

Served on the Bank’s Panel of Lawyers of Pan Asia
Banking Corporation PLC.(Kurunegala Region) from 2003
to 2014.

Served on the Bank’s Panel of Lawyers of Commercial
Bank of Ceylon PLC.(Kurunegala Region - from 2003 to
2014, Kandy Region - 2014 to 2020 and Colombo Region
- from 2020)

Good at reviewing of complete written documents,
drawing conclusions and making connections among legal
authorities.

Good at problem solving while assigning preeminence
to logical reasoning.Researching and analyzing complex
legal documents and handling the task of preparing all
types of legal documents are performed while the work
associated to conveyancing being the forte.

The examination of title to property offered as security
against borrowings and tendering of opinions on matters
of interest to the banks were primarily assisted. Mainte-
nance of lofty ideals of work ethics connected with the
profession and a strong sense of dedication to the work
entrusted are sought while ensuring highest level of pro-
fessionalism when interacting with clients.
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Mr. M.S.S.S.Fernando
Non Independent / Non
Executive

(Resigned w.e.f.
29.07.2022)

Mr.M.S.S.SFernandois a
special grade officer in
the Sri Lanka
Administrative

Service. He joined the

Sri Lanka Administrative t

Service in 1991. With M

over 25 years of experience in the public service, he
has held various executive level positions in a number
of ministries and departments. During his tenure, he
has worked in the Department of Public Enterprise
and the Department of Management Services, under
General Treasury. He has also served in the Ministry
of Finance as the Director General of Human Re-
sources.

Mr. Saman Fernando has gained his first degree in
Bachelor of Commerce from the University of Kelani-
ya. He also obtained a Law degree from the Open
University. In 2003, he took oath as an Attorney

at Law. He holds MA in Financial Economics from
University of Colombo and Postgraduate Diploma in
Information Management from SLIIT.
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Ms. V.K. Narangoda
Non Independent / Non
Executive

(Resigned w.e.f.
22.12.2022)

Ms. Krishani Narangoda
joined the People’s Bank

in 1987 as a Management
Trainee and counts over 35
years of service in the Bank
She covered the areas of ;
Branch Banking, Overseas i
Customer Services, ;
Off-Shore Banking and Corporate Banking under various
management capacities and presently serves as Deputy
General Manager and covers the areas of Commercial
Credit, Commercial Banking, SME , Development Finance
and Micro Finance.

She holds an Honours Degree (BSc. Business Administra-
tion with Second Class Upper Division) from the University
of Sri Jayewardenepura and Masters Degree in Business
Studies from the Faculty of Graduate Studies, University
of Colombo. She is also an associate member of Institute of
Bankers of Sri Lanka and Institute of Credit Management
of Sri Lanka. She obtained an Advance Certificate in Cus-
tomer Relationship Management from the Post Graduate
Institute of Management at University of Sri Jayawarde-
napura.

During her Banking career she has participated in
various Banking /Management programs both locally and
internationally. She was appointed as a Board Director to
the Regional Development Bank and she is a registered
examiner of Institute of Bankers of Sri Lanka.

24



BOARD OF DIRECTORS

Mr. W.A. Sarath
Kumara

Non Independent
/ Non Executive
(Resigned w.e.f.
27.09.2023)

Mr. W.A. Sarath Kumara, a
senior executive officer in
the public service who has
over 36 years of
experience in Sri Lanka
Accountants’ Service,
assumed his duties

as the Deputy Secretary to the Treasury on O1st August
2022.

Mr. Sarath Kumara holds a BSc.in Management

and valuation degree from the University of Sri
Jayewardenepura and a Post-graduate degree (Masters)
in Public Management from Sri Lanka Institute of
Development Administration (SLIDA). He is also the first
in the seniority list for the last five years in the Sri Lanka
Accountants’ Service and currently holds a special grade
inthe service.

He joined the Sri Lanka Accountants’ Service in 1986 and
worked in various positions during his service over three
decades. He worked as Accountant and Deputy Registrar
of Companies (Finance) at Department of Registrar of
Companies and later became Director, Internal Audit
Investigation and Budgetary Control at Ministry of
External Affairs in 2005 handling management, adminis-
tration and monitoring aspects of Sri Lankan Embassies.
He was then positioned at the Embassy of Riyadh-Saudi
Arabia as Minister, Deputy Ambassador and Charge d’
Affaires from 2008 to 2012.

After five years of serving the diplomatic services,

Mr. Sarath Kumara worked as the Chief Accountant at
Ministry of Disaster Management in 2013 and he assumed
services as the Chief Accountant at Ministry of Economic
Development in 2014.

Prior to being released for the post of Deputy Secretary to
the Treasury, he worked at the Prime Minister’s Office in
the capacity of Chief Financial Officer over 7 years.

Being in the Accountancy Service for over three decades,
Mr. Sarath Kumara has gained outstanding experience

in public finance management, public administration and
accounting, annual budgeting, management of cash

flow statements as well as compilation of annual financial
statements in keeping with generally accepted accounting
principles having held executive positions in the field of
public financial management.
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During his career, he has performed duties as a Financial
Specialist for numerous foreign funded projects, was
also a member of many Cabinet Appointed Procurement
Committees (CAPC) at various Ministries, and served in
many Governing Bodies in various capacities.
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Mr P.S. Edirisuriya

General Manager/CEO (Cover-
ing up Duties) & Chief Financial
Officer

Mr Edirisuriya graduated from the
University of Sri Jayewardanepura,
Sri Lanka with a Bachelor of

Science Special Degree in Business
Administrationin 1992. He is a Fellow
Member of the Institute of Chartered
Accountants of Sri Lanka and also
possesses a Master of Business
Administration Degree from the
University of Colombo. Mr Edirisuriya
counts over 32 years of experience

in the fields of Auditing, Accounting,
Taxation, Management Consultancy
and Banking and Finance at leading
institutions including Ernst & Young

- Colombo, National Development
Bank and Seylan Bank. He joined
RDB in January 2017. Prior to his
appointment as Chief Financial
Officer at RDB, he has held

the positions of Chief Financial
Officer, Compliance Officer and
Acting General Manager/CEO at
Lankaputhra Development Bank.
From the date of O5th September
2022, he was appointed to cover

up the duties and responsibilities of
General Manager/CEO of Pradeshiya
Sanwardhana Bank in addition to the
position of Chief Financial Officer.
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Mr D.M.T.S. Kumara

Head of Recovery & Deputy
General Manager-Operations &
Business Support Services (Cover
up duties)

Mr Kumara has over 31 years of
experience in Banking Industry.

He joined the Bank (previously
Polonnaruwa Regional Rural
Development Bank/RRDB) in year
1991 and served at the levels of
Banking Assistant, Manager, Senior
Manager, Chief Manager, Assistant
General Manager and also as a
Regional General Manager in Uva
and North Western Provinces. He has
successfully completed the Special
Degree in Bachelor of Science
(Business Administration) from the
University of Sri Jayawardhanepura.
He holds Master of Arts from the
University of Kelaniya. Also passed
Intermediate Examination from the
Institute of Bankers of Sri Lanka.

Mr A.H.M.G. Abeyrathna
Deputy General Manager - Credit
& Special Projects and Policy
Implementation

Mr AHM G Abeyrathna graduated
with a Special Commerce Degree
from the University of Kelaniya, Sri
Lanka, in 1986. He has successfully
completed Master of Business
Administration from the University of
Wayamba 2016. He has successfully
completed the Micro Finance Course
conducted by Open University of
SriLanka. In 1987, He has joined

the Regional Development Bank

and served at the levels of Branch
Manager, Chief Manager, Assistant
General Manager and Regional
General Manager in Sabaragamuwa
& North Central Provinces. He has
over 35 years of experience in
banking sector.
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Mr D.K.S. Serasinghe
Chief Human Resources Officer

Mr Krishantha Sanjeewa Serasinghe,
has more than 21 years’ experience
in the field of HR since 1999, joined
Regional Development Bank in
January 2021. He holds a B.Sc.
Special Degree in Human Resources
Management from the University of
Sri Jayewardenepura and Master

of Science in Management from the
same University. He has successfully
completed the fellowship programme
in Human Resources Management
through Total Quality Management in
Tokyo, Japan. Mr Krishantha started
his career in corporate and middle
management positions in public

and private sector organizations. In
2014/2015 he has worked as Deputy
General Manager- HRD of National
Savings Bank.
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Mr E.A.D. Janitha Priyashantha
Chief Internal Auditor

Mr. Priyashantha is a fellow member
of The Institute of Chartered
Accountants of Sri Lanka and an
Associate Member of Institute of
Bankers of Sri Lanka and a Certified
Member of the Institute of Chartered
Management Accountants Australia
and holds a B Com Special Degree
with a Second Upper Division from
the University of Kelaniya.

He possesses more than 30 years of
experience in Banking Finance and
Auditing in People’s Bank and Public
Sector Institutions.

Mr. Janitha Priyashantha joined
Regional Development Bank since
June 2022.
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SENIOR ASSISTANT GENERAL MANAGERS /
REGIONAL GENERAL MANAGERS

Senior Assistant General Managers

1.Mr G.D.S. De Silva

Senior Assistant General Manager - Credit Administration
e B.Sc.-Business Administration (Special) Degree - University of
Sri Jayewardenepura

Regional General Managers

1. Mr R.M.R. Randeniya 2.Mr B.GW.A. Kumara 3.Mr M.M.M.S. Ananda
Regional General Manager- Regional General Manager - Regional General Manager -
North Western Province Uva Province North Central Province
e BA Degree - University Regional General Manager * Associate Membership

of Peradeniya - Eastern Province (Covering of Institute of Bankers of

up Duties) Sri Lanka (AIB)

e Certificate of Banking e B.Sc. Public

and Finance - Institute of Administration (Special)

Bankers of Sri Lanka Degree -University of Sri

Jayewardenepura

e Master of Arts -
University of Kelaniya

e Associate Membership
of Institute of Bankers of
Sri Lanka (AIB)
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5.Mr K.C.D.
Dharmapriya
Regional General
Manager -Central
Proince

4. Mr M.A.
Gnanarathne
Regional General
Manager -Southern
Province

e B.Sc.Public
Administration (Special)
Degree - University of
Sri Jayewardenepura

8.Mr C.L.C.
Muthubanda

Regional General Manag-
er -Eastern Province

e B.Sc.Business
Administration (Special)
Degree - University of
Sri Jayewardenepura

e Associate Membership
of Institute of Bankers of
Sri Lanka (AIB)

Regional Development Bank
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BA Degree - University
of Peradeniya

Senior Associate
Member of Institute of
Bankers of Sri Lanka

6.Mr G.M.B.C. De Silva
Regional General
Manager -Uva Province

e B.Com Degree - Univer-
sity of Sri Jayewarde-
nepura

e Fellow Membership of
Institute of Bankers of
Sri Lanka (FIB)

e DBF - Institute of Bank-
ers of Sri Lanka

e MBA -Wayamba Uni-
versity of Sri Lanka

e Certificate Coursein
Micro Finance

7.Mr P.H. Wijethilaka
Regional General
Manager -Sabaragamwa
Province

e MBA National School
of Business Managment
(NSBM)

e B.Sc.(State Mgt.&
Valuation) Degree
- University of Sri
Jayewardenepura

e Associate Membership

of Institute of Bankers
of Sri Lanka (AIB)
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ASSISTANT GENERAL
MANAGERS/ HEADS OF DIVISIONS

Head of Divisions

1.Mrs G.BMTK.
Wijerathna
Assistant General
Manager

- Compliance

e BA (Special) Degree
-University of Perad-
eniya

e |ABF - Institute of
Bankers of Sri Lanka

Regional Development Bank
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2. Mrs H.M.N.M.
Herath

Assistant General

Manager
-Risk Management

e B.Sc.-Business
Administration (Special)
Degree - University of
Sri Jayewardenepura

e Master of Business
Administration - Uni-
versity of Wayamba.

e Associate Member of
The Institute of Char-
tered Accountants of
SrilLanka

e Fellow Member of The
Association of Account-
ing Technicians of Sri
Lanka

e Associate Membership
of Institute of Bankers
of Sri Lanka (AIB)

e Fellow Member -
Institute of Certified
Management Account-
ants of Sri Lanka (CMA)

e Diplomain Treasury
and Risk Management
at IBSL

3.MrsRM.T.
Rajapaksha
Board Secretary

Bachelor LLB -
University of Colombo

PGD-HR University of
Colombo

Attorney at Law
Notary Public

Company Secretary

4. Mrs A.R.R.

Piyasekara
Assistant General
Manager-Legal

e Attorneyat Law
Registered Company

Secretary

e Notary Public &
Commissioner for
Oaths

e Master of Laws (LLM) -
University of Colombo

e Master of Science
(MSc)
- University of Moratu-
wa

e Post Graduate Diploma
in Labor Studies
(PgDLS) - University of
Colombo

e Bachelor of Law (LLB-
Special) - University of
Colombo

e Diplomain Compliance
- Institute of Bankers of
SriLanka

e Diplomain Corporate
Banking - Institute of
Bankers of Sri Lanka

e Chartered Member
(CMILT) - Chartered
Institute of Logistics &
Transformation of SL

e Life Membership
- Association of
Professional Bankers
(APB) in Sri Lanka
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Assistant General Managers

1.Mr D.S.PC.
Handunhewa

Assistant General
Manager

- Operations & Business
Support Services

e Diplomain Micro
Finance - Institute of
Bankers of Sri Lanka

e CBF - Institute of
Bankers of Sri Lanka

o

5. Major General
Jagath Pakshaweera
Chief Security Officer

e RSP VSV, USP (Rtd)
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2.Mr PST.
Ranathunga
Assistant General

Manager
- Credit

e BA(Special) Degree -
University of Colombo

e  MA University of Sri
Jayewardenepura

6.Mrs WML.LK.
Abeyrathne
Assistant General
Manager

- Procurement

e B.Sc. (Physical Science)

Degree - University of
Peradeniya

e Higher National
Diploma in Public
Procurement Contract
Administration - SL

Institute of Develoment

Administration

3. Mr K.B.Wijerathna
Assistant General
Manager

- Central Province

B.Sc. Business
Management (Special)
Degree - University of
Rajarata

Associate Membership
of Institute of Bankers of
Sri Lanka (AIB)

Intermediate
Examination - The
Institute of Chartered

Accountants of Sri Lanka

7.MrHM.PAG.U.
Bandara

Assistant General
Manager

- Uva Province

Associate Membership
of Institute of Bankers
of Sri Lanka (AIB)

PGDip. in Management
- University of Rajarata

4. Mr W.PM.K.

Dasantha
Assistant General Manager
- Engineering

B.Sc. (Engineering.) -
Honours. - University of
Moratuwa

PGDip. inTechnology
(Construction
Management)- Open
University of Sri Lanka

MBA - PIM (University
of Sri Jayewardenep-
ura)

Corporate Member and
Chartered Engineer of
Institution of Engineers
(SL)

Associate Member of
Society of Structural
Engineer (SL)

Chartered Member of
the Chartered Institute
of Logistic & Transport
(UK)
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8. Mr R.M.D.S.P.Mahanama
Assistant General Manager
- Western Province

e PGDip. In Business
Administration -
University of Peradeniya

e Associate Membership
of Institute of Bankers
of Sri Lanka (AIB)

e Associate Member of
The Institute of Mar-
keting

12.Mr K.D.H.A. De Silva
Assistant General Manager
- Recovery

e Higher National Diplo-
main Accountancy

e DBF - Institute of
Bankers of Sri Lanka

e PGEXDip.in Bank
Management - IBSL

e MBA - Asiae Universi-
ty, Malaysia

e National Certificate in
Draftsmanship - Techn-
cal Collage - Sri Lanka

e Fellow Membership of
Institute of Bankers of
Sri Lanka (FIB)
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9.Dr A.S.K.B.Rathnayake
Assistant General
Manager - IT Business
Transformation

e B.Sc.- MIS - National
University of Ireland

e Master of Business
Administration - Leeds
Metropolitan
University.

e PHD - Aldersgate
Collage

13. Mrs PE.D.S. Perera
Assistant General
Manager - Human
Resoures Development
& Services

e Associate Membership
of Institute of Bankers
of Sri Lanka (AIB)

e Post Graduate
Executive Diplomain
Bank Management -
IBSL

10. Mr M.D.G.Karunarathna
Assistant General
Manager- IT

e B.Sc.Degree - Universi-
ty of Kelaniya

e Associate Membership
of Institute of Bankers
of Sri Lanka (AIB)

e  Post Graduate Execu-
tive Diploma in Bank
Management - IBSL

14. Mr BW.M.AN.W.
Kumarasiri

Assistant General
Manager- Investigation

e B.Com (Special) De-
gree- University of
Colombo

e Diplomain Credit
Management - Sri
Lanka Institute of Credit
Management

e CGAP Trainer &
Consultant

AdAL&

11. Mrs S.G.G. Lakshmi
Assistant General
Manager- Finance

B.Sc. - Business Admin-
istration (Special)
Degree - University of
Sri Jayewardenepura

PGEXDip. in Bank
Management - IBSL

Associate Membership
of Institute of Bankers
of Sri Lanka (AIB)

Licentiate Level Exami-
nation - The Institute of
Chartered Accountants
of SriLanka
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15. Mr L.A.R. Fernando
Assistant General
Manager - Marketing

e BA Degree - University
of Sri Jayewardenepura

e Master in Human
Resource Management
- University of Colombo

e Master of Arts (MASS-
Communication)-
University of Kelaniya

e Diplomain Writer-ship
& Communication -
University of Sri Jaye-
wardenepura

e Associate Membership
of Institute of Bankers
of SriLanka (AIB)
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16. Mr W.U.S. 17. Mr E.P. Ranjith

Abeysinghe Kumara
Assistant General Assistant General Manager-
Manager - Sabaragamu-  Internal Audit

wa Province
e B.Com (Special) De-

e B.Sc.-Public gree- University of
Administration (Special) Kelaniya
Degree - University of

Sri Jayewardenepura e |ABF - Institute of

Bankers of Sri Lanka
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FINANCIAL REVIEW

As a financial institution dedicated to Development Fi-
nance, Regional Development Bank (RDB) is continuing to
play a vital role in the upliftment of social and economic de-
velopment activities in the country. The Bank has beenin
the forefront of most development programs in the Island,
playing a vital role as a financier. RDB has now emerged as
a unique Financial Institution for Regional Development in
the Island, serving the sectors of the economy, where most
financial institutions are reluctant to actively participate
in this sensitive and sophisticated arena. Our key asset

is our customer base of over six million, spread through-
out the country, including both the North and East. The
development of the country and its people are the focus of
the Bank. So, the Bank is committed to empowering them
and thereby developing the Nation through its iland-wide
branch network of 272 branches.

Profitability

Profit after Tax of the Bank has increased by 340.54%
compared to the previous year. In the year 2022, operating
profit increased to LKR. 1,998 Mn, which is 3.70% more
than the operating profit of LKR. 1,926 Mn recorded in
2021. Return on Assets (ROA) before tax has recorded as
0.47% that stood at 0.78% in 2021. Also, the Bank reached
total assets of LKR. 285 Bn as at 31 December 2022 which
recorded 16.07% growth over the previous year.

Profitability over the Budget

Aotual

LER. Qo0 H, Q00 Change

Groas Income g, AU F5l 12 713,297 WE T
Crperating Profits 1,998,116 2649, 566 Ge 6%
Protit aher Tax 1,348,386 209,205  -34 5%
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RDB'’s Quarterly Financial Performance

RDB'’s quarterly financial performance has improved slightly during the year 2022.

2022 - LKR .000 31-Doc-21

30-5op 30-Jun LKR.Do0
Mt pperalng Incomea 13,355 357 0839 538 6,438 480 3321 852 11030507

Prafit Bedore Tax A58, 115 B84 483 652 393 442 532 1836, 781
Pralid {Lo==wier Tax 1,349,394 241 378 208,151 212,039 A0e 32
Loans & Heceivablas 198,008,145 19R167550 190,010,530 183.038.51T7 109 004 660
Customar Deposits N30 323 207365 026 204 008 444 100 604 5B3 BT 7532465
ol Amsslg 285 395150 264,001 435 272363082 258438585 2450849512
Snarehnicar's fund 16,226,127 15634,702 165601476 2 T7470B, 727 15303327

Income Net Fee and Commission Income

The total income of the Bank significantly increased During the financial year 2022, Net Fee and

by 47.81% to LKR. 36.20 Bn from LKR. 24.49 Bn. The Commission Income decreased by 27.55%. It declined to

Bank achieved the total income higher than the previous LKR.451 Mn compared to the results of LKR.623 Mnin
financial year even in the tough economic conditioninthe  financial year of 2021.
country.

Net Fee & Commission Income
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Net Interest Income (NII)

VAT on Financial
Net interest income increased by 14.52% in the financial ;31:!'-":1"4 i e s
year of 2022, and it increased from LKR. 13,652 Mn to ;{*""-'I”'I:"‘-':“' ity
Sanbrhulkan
LKR. 15,634 Mn. vy 77528
Incorne fax (E&0,.279) 69201 311.1%
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During the financial year 2022, the Bank has incurred
Value Added Tax on financial, amounting to LKR. 1,561

5000

° 208 209 2020 201 22 Mn and Income Tax reversal amounting to LKR. 990 Mn. A
B e total of LKR. 648 Mn has been incurred during the year as
taxes.
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FINANCIAL REVIEW

Return on Assets (ROA)

The Bank has recorded ROA (operating profits) of
0.47% for the financial year 2022 despite of 0.78%
recorded for the financial year 2021.

Eetum on Assefs

{HLA

Return on Equity (ROE)

Increasing of the profit after tax by LKR.1,043 Mnin
financial year 2022, has resulted slight increase in ROE
from 1.99% to 8.54% compared to the previous finan-
cial year.

Aaturm an Equity |[ROE)

10.7%

fouik] =)

Total Assets

The Bank recorded a growth of 16.07% in total assets
as at the end of the financial year 2022, over the
corresponding year. Accordingly, the total assets base
increased from LKR.245 Bn to LKR.285 Bn during the
financial year.

Regional Development Bank
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Total Shareholders’ Equity

Total shareholders’ equity of the Bank arrived in LKR.
16,226 Mn in the year 2022 against LKR. 15,393 Mn
recorded in the year 2021.
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Assets Quality

The Non-Performing Loan Ratio (NPL) of the Bank
slightly dropped up to 8.46% as of 31 December 2022
irrespective of 8.71% at the end of previous year

NPL Ratio

12

10

2021
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Given below is an analysis of the Bank’s non - perform-
ing loans, based on the credit risk classification of the
Central Bank of Sri Lanka.

MPL Composition
LT
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s e g Wiy LKR 30 (kR
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Liquidity

statutory Liquid Assets
Ratio (SLAH) 27.83% 26, 18%

The Bank has consistently maintained its liquidity levels
well above the regulatory requirements despite of tight
situation of the country during the year 2022.
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CUSTOMER AND RELATIONSHIP REVIEW

Loans & Advances Growth Loans & Advances Portfolio
. —_— Analysis - By Industry
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Recoveries

During the year 2022, special attention was given by

the Bank to manage its Non-Performing Loan (NPL)

portfolio which was around 8.46% of the total

portfolio at the end of 2022. As a result of the special

efforts made by the bank, the bank was able to manage

the stress diligently that arisen due to high volatility

of the country’s economic situation. Hence, the bank
‘l managed to maintain the NPL ratio at 8.46% as of 31t

ete L]

& 7177 LKRMn
1 RC 7 LKRMn

December 2022 whilst achieving the slight growing of
ey BT Lamay -_"h..l i the credit portfolio

A Tt Tom
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Deposit Growth

Deposit Base of the Bank increased to LKR. 210 Bn,
that represents a 12.01% growth over the previous
year. The major contributor to this was fixed deposits,
which grew by 25% whilst saving deposits decreased
by 9%.
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Credit & Recoveries

Credit is the most important function and the instru-
ment used by the Bank in meeting this objective. Cred-
it can be used to stimulate important segments such as
agriculture, Small industry, fisheries, Animal Husband-
ry, Housing and service sectors of the economy there-
by enhancing the contributions made by these sectors
towards national income. One of the noteworthy
feathers of the Bank is its strong presence in the rural
areas, which has been continuing from the inception of
Regional Rural Development Banks in 1985.

The Bank therefore has executed a strategy to meet
the given objectives in all activities of the Bank
including lending operations. Terms of the loan facili-
ties were designed to suit the needy sectors by offer-
ing concessionary interest rates, conveniently crafted
repayment plans with comfortable grace periods on
soft security requirements. In addition, the Bank pro-
vided credit plus facilities such as entrepreneurship
development Training, advisory services on Manage-
ment and marketing.Credit plus services also helps to
reduce risk of lending and thereby reduce the depend-
ency on securities for lending.

In addition to that, under the C&R, operating such a
crucial profitability object called Bancassurance Unit.
The Bank continued to generate the commission in-
come by channeling insurance activities relating to the
loans granted by the Bank during 2022. Commission
details are mentioned below.

I

Insurancs Company

1 SHILAKMKA (LIFE) 3H. 55 91 [ e
2 SHILARKA ((EMARAL] 1,790,934 59 3.80
SAMASA [LIFE) 1,036,298 60 3. 20%
SAMASA [GEMARAL) SaB, TRT L5 174
5 COOP 3,EB33,811.88 1 150
o] CEYLINGO {LIFES 1,454 20055 4,483
T CEYLINMCO (LA MARAL ) 205 781 B EF
B ALLEARE (LIFE) S33,062 448 2.896%
4 AR I_|_'|'-|'.--"'.| ol o b et LR i | [RR -
SOFTLOGIC {LIFE) 13795364 60 436E%
11 AGHERIAN 000 R
12 PEOPLES 1, 141,030,108 JB1T%
LOLEC (LIFE) 3,367 548 60 10 BE%
14 OLC (GEMARSL) e Tl R T S S
15 JAMASHAKTHI (LIFE] s KR be N [ O35
16 AIRFIRST 208,340 98 I BE%
17 ARPICO B 223 5 2 B4%
Total 11.5 730 10000%
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CUSTOMER AND RELATIONSHIP REVIEW

Refinance & Interest Subsidy Loan Schemes

There are several refinance schemes (mentioned below) were held with several institutions named CBSL, Min-
istry of Finance, Ministry of Industries and Ministry of Agriculture etc. Especially the Bank engaged with Asian
Development Bank (ADB) for operating very crucial refinance credit lines to enhance SME sector.

SALBHAGYA EMILE 111 AF SWASHAKTHI
SMELCC We fi SEF PHASE 11 bMoragahskanda
SMELCC RF Ol Mehawel caviya
FAMEP AF KRUSHI SHAKTHI MCRCS
FAPRUIEA AYOUARA RSPGLOC STARR
KAPRLIEA JAYAISLFRA CaAPP THLIPLIA i

Collaborating with ADB

There are two program were implemented with ADB Named SMELoC additional financing Phase |1l & Strength-
ening Regional Development Bank Project (SRDBP).

Under the SRDBP ADB funds to enhance and enriched RDB while funding to SME sector lending. In SMELoC
additional financing Phase Il derives three categories as covid 19 emergency response facility for project which

are affected by the pandemic, Small Tea holder development project and SME sector development project.
Environmental and Social Management System (ESMS)

The RDB commenced operationalizing the Environmental and Social Management System (ESMS) in November
2019 with screening of Environmental and Social Due Diligence assessments for its SRDBP loan scheme which
highlights the commitment to screen projects for environmental and social risk along with financial screening.
This ESMS implementation will ensure that the RDB’s activities are following its national as well as the funding
agencies environmental and social standards.

Further to that with the development of inner bank capacity, the RDB is willing to embed the ESMS application
for entire banking products after setting up it in the Western Province as a pilot.

Tolml no, ot s tabal mo amoun Frean kalal
Description Lioan of lnan (A Kin) disburssment
SROEP Curmusaineg Dishsisamsd s @ T 100 B55 92 00
Farst tm= borrower (Mol previously borrowad) 232 230% 91,1 23"%
Whormee - led businestos 3 0E 31 % 1.334.30 16.56%
Oz Colomon LEE T W 47% ¥ 266 80 00 0%
Working capital loana i 088% 54.4 0.68%

RDB Leasing

RDB leasing has been operating quite successfully in 2022. All branches tend to execute their strategies to en-
hance the leasing portfolio of their branches very successfully.

Leasing Portfolio as at 31.12.2022 is 1.3 bn.

Recoveries

During 2022, special attention was given by the Bank to manage its Non-Performing Loan (NPL) portfolio, within
a difficult time of the country. As a result of the special efforts made and facing diligently the stress arisen due

to certain unfortunate situation experienced by many of our customers, the Bank managed to maintain the NPL
ratio at 8.46% as at 31 Dcember 2022.
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INFORMATION TECHNOLOGY REVIEW

IT Achievements in Year 2022

In terms of information and communication technol-
ogy, the year 2022 marked a pivotal moment for our
bank. It allowed us to make strategic choices that not
only propelled the development of our ICT services
but also enhanced client services through technologi-
cal advancements. Let’s delve into the transformative
journey we undertook in the realm of digital banking
and technological infrastructure.

Digital Banking Initiatives

Aligned with the Central Bank of Sri Lanka’s digital
banking roadmap, we successfully introduced the
‘RDB QR’ payment method and the Just Pay payment
facility via any mobile app. These additions not only
streamlined transactions for our customers but also
exemplified our commitment to embracing cut-
ting-edge solutions.

EMV Chip-Based ATM Cards

In 2022, we issued over 58,000 new EMV chip-based
ATM cards, pushing our total active ATM card base to
an impressive 348,548 by year-end. This underscores
our dedication to providing secure and efficient finan-
cial transactions for our expanding customer base.

Collection Management

In November 2022, we were able to start our first call
center specially focusing on loan recovery activities
using a collection management system.

Compliance and Security

To meet compliance requirements, we introduced anti-
money laundering (AML) software and implemented
systems for transaction information reports, aligning
with the new GOAML project. These measures ensure
the highest standards of financial security, protecting
both our institution and our valued customers.

Communication Systems and
Cybersecurity

Our commitment to staying at the forefront of tech-
nological advancements resulted in groundbreaking
improvements. The successful installation of SD-WAN
across our branches revolutionized communication,
increasing capacity and optimizing efficiency. More-
over, the implementation of a WEB access firewall
enhances our cybersecurity, ensuring a secure and
resilient digital environment for all our stakeholders

Regional Development Bank
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Server Virtualization

The introduction of server virtualization (VMware) in
2022 reduced time, administrative costs, and space
dedicated to setting up servers for testing and in-
stalling new software. This move not only signifies a
cost-effective approach but also prepares us for future
technological requirements.

Email Service Expansion and

Learning Management System

Our commitment to enhancing internal communica-
tion was evident in the upgrade of our existing email
service, providing email facilities to all employees.
Additionally, leveraging our established learning
management system, we conducted online examina-
tions for grading related to the year 2022, increasing
transparency and efficiency in our processes.

As we move forward, our unwavering commitment to
excellence remains steadfast. We embrace emerging
technologies to better serve the needs of our cus-
tomers and uphold the trust you have placed in us.
The year 2022 was not just a year of technological
advancements; it was a testament to our dedication to
innovation, security, and the pursuit of excellence.
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MARKETING REVIEW

Products and Services

RDB KEKULU - MINOR
SAVINGS ACCOUNT

RDB RDB LIYA SAVIYA -
WOMEN SAVING

ACCOUNT

A T AT

RDB Kekulu account is exclusively designed for
children under 14 years of age. RDB offers a till
forevery new account as an attraction. Further,
there is a wide range of gift items such as exclu-
sively designed stationary packs, school bags and
gift vouchers on offer for balances in the accounts
at different levels.In addition , RDB establishes
school savings centresto motivate children to
practice saving habit from their childhood. RDB
offers gifts/ prizes for account holders who obtain
best results at the Grade 5 scholarship exami-
nation. Furthermore, educational seminars are
arranged for the account holders who sit for said
examination.

This account is introduced targeting courageous
women in Sri Lanka. In addition to the financial facil-
ities, bank provides consultant services for women
who contribute to the country’s economy through
self-employment. The special characteristics in the
account are higher rate of interest, bonus interest
and advances on competitive interest rates etc.
Also special seminars, skill development vocational
training programmes and many more regional and
national level workshops conduct every year for
women entrepreneurs in parallel to International
women'’s day.

RDB LIYA SAVIYA PLUS
- WOMEN INVESTMENT
SAVING ACCOUNT

RDB 4 TEEN PLUS
ACCOUNT

RDB Liya Saviya Plus Investment Account is a
savings build-up scheme specially designed for
women above 18 years of age. The objective of
this account is empowering women with a secured
medium term investment opportunity and special
credit schemes. This is a five year investment plan
that offers attractive gifts. The account holders
are eligible to enroll “Diri Abhimani - Best Women
Entrepreneur Competition”

RDB 4 teen Plus Account has been specially
designed for teenagers of 14 years and above to
inculcate saving habits among teenage commu-
nity. A higher interest rate with the additional
bonus interest compared to the growth of the
balance in the account is offered by RDB 4 teen
Plus Account. As an ATM card is issued, the chil-
dren above 14 have got an opportunity to with-
draw money for their urgent financial needs and
with every withdrawal by the ATM Card an SMS
message is sent to guardian’s mobile phone
giving withdrawal details. Loan facilities may be
obtained by the young community to fulfil their
dreams of owning a house, vehicle, furniture,
business, buying electronic equipment and
accessories, for educational needs, for foreign
tours.

RDB

N . RDBVICTORY
Vic OVY  account

RDB Victory Account is introduced by the Bank as
a special savings account where a higher interest
can be obtained while making withdrawals. As a
special benefit, a bonus interest is offered through
this account. Further, a special loan facilities can
be obtained by account holders. They may obtain a
loan of ten times the account balance maintained.
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ADB 3 RDB NEWLIFE PENSION
MNewlife

PLAN

[ T——— S —

% DB JAYA NIDHANA
AVINGS
Y. ERTIFICATE
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RDB New Life Pension Plan was introduced as a
special savings account where a higher interest can
be obtained. It is dedicated as a pension plan. Inter-
est rate will be revised bi-annually according to the
6 Month Average Weighted Deposits Rate (AWDR)
which is being published by CBSL monthly. The
account pays a premium pension benefit when the
account holder reaches age 55 or 60. It will be paid
until the account holder demise. This account can
be opened at the age of 16 years and can be depos-
ited according to the account holder’s cash flow. On
retirement, a part or the whole of this savings can
be used to create regular retirement income. Bal-
ance of the account will be utilized as the pension
benefit monthly.

This is a product of RDB which attracts cus-
tomers of all economic levels. This is a certifi-
cate which gives the face values amounting to
Rs.5,000/-, Rs.10,000/-, Rs.25,000/-, Rs.100,000/-,
Rs.500,000/- Rs.1,000,000/- at a maturity. The
special feature of this Savings Certificate is that

it can be renewed at maturity at the prevailing
interest rate. RDB Jaya Nidhana certificates can
be opened as individually and jointly for personal
deposits only.

RDB UTHTHAMA SENIOR
e CITIZEN’S SAVINGS
ACCOUNT

g

RDB FIXED DEPOSITS

RDB offers competitive interest rate on RDB
Uththama Senior Citizen’s Savings Account. With
an initial deposit of Rs. 500/-, any individual above
55 years of age is eligible to open Senior Citizen’s
savings account. Also, there is an opportunity to pay
own utility bills without service charges. Account
holders are entitled to free medical check-ups and
pensioners are entitled to obtain “RDB Detusavi”
credit facility

RDB fixed deposits are identified as a popular
mode of investments among individual and corpo-
rate customers as well. FDs are available at RDB
for periods of 1, 2, 3,4 and 6 months as well as 1-5
years. Since the inception, Bank was able to pro-
vide very attractive interest rates compared with
other banks. Special interest rates are offered for
fixed deposits with maturity periods of 1 year and
above.

'I RDB INVESTMENT
ACCOUNT

ROEAYOJANA

RDB MAX FIXED
RDB Iﬁ DEPOSIT

This is the general investment account
introduced by the Bank for the clients who
receiving credit facilities.The special features of
the product contain an attractive interest rate on
deposits and a special loan scheme customised
for the target segment.

RDB introduced “RDB Max” Fixed Deposit with the
competitive interest rate to attract new long term
deposits with the purpose of increasing the deposit
base of the bank.
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MARKETING REVIEW

—p

- RDB DORIN DORA -

-.--I CONVENIENT DOOR STEP
==t | BANKING SERVICE

WAREHOUSE FACILITIES

This is the flagship service of RDB as the
pioneer of doorstep banking service provider
in Sri Lanka. This system operates through

a dedicated set of service providers, who on
daily basis visit the business premises and the
residences in the command areas of respective
branches. The Dorin Dora service is not only
limited to collecting deposits, but has helped
the target clientele to obtain loans for devel-
opment purposes, service the loan account and
pay the instalments and interest promptly at
their convenience In addition to that, utili-

ty bill payments can be settled through this
service. These transactions are carried out via
electronic portable hand held device and the
transaction is automatically updated to the
Bank’s system.

)
%—‘ﬂ RDB LEASING

el

“RDB Leasing” is for Micro Enterprises, Small and
Medium Enterprises, Professionals, High net worth
individuals, Government and Private sector
Employees to purchase registered and unregis-
tered vehicles which are essential for their busi-
nesses and professional activities.

Five warehouses are being managed by RDB in
Upuldeniya, Murunkan, Buttala, Kilinochchi and
Medirigiriya Farmers in the village and nearby
areas were given a place to store the harvest at
very minimal charge depending on the type of
grain. The warehouse is equipped with modern
machinery such as driers, boilers, hullers and has
a laboratory to check the quality of the harvest.

In addition to providing a safe place for the stor-
age of grains, the Bank helps farmers to sell their
harvest at a competitive price. RDB provides
financial assistance against to stored produce
under the Warehouse Receipt Financing Facility
at low interest rate.

“RDB Ran Sarana” is designed to get credit facil-
ities to meet urgent cash requirements against
gold. RDB offers highest value for sovereign at
lowest interest rate. The flexible repayment terms
are available for the facility.
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RDB BANCASSURANCE

MOBILE BANKING UNIT

RDB facilitates its customers to choose tailor
made insurance products or insurance benefits
from wide range of insurance companies through
RDB Bancassurance Unit.

RDB has introduced mobile banking Unit to
provide basic over-the-counter banking facilities
to customers. It has an in-built banking counter
that facilitates cash deposits, cash withdrawals,
opening of bank accounts, utility bill and remit-
tance payments etc. The unit also performs as a
disaster recovery mobile unit.

on@esy Zone

ATM | CDM

ATMS AND CDMS

Seilama.lk
e5d08 | Geuisow

SEILAMA.LK

RDB customers are able to withdraw money from
their accounts using the RDB ATM card through
any ATMs with the LankaPay logo. As the major-
ity of customers at RDB are made up of rural and
semi-urban entrepreneurs and this ATM facility is
expected to offer better convenience as well as se-
curity. At present Bank has installed 51 RDB ATMs
island wide.

In addition to that, RDB has introduced Cash De-
posits Machine network (CDM) in 2018. These are
introduced in many busy towns for convenience of
the clientele. Furthermore, there are two automat-
ed banking centres in Padavi Parakramapura and
Welioya where proper banking services are not
found.

A website called Seilama.lk was started with the aim
of promoting products and services of our entre-
preneurs online. Promotion activities have been
accelerated by increasing the capacity of seilama.
Ik in parallel to introduction of QR transactions to
our merchant community and customers. Identifica-
tion, collection and entry of information of entre-
preneurs covering every district was done at the
initiate of seilam.lk. In the future, RDB intends to
provide buying and selling opportunities to entre-
preneurs and buyers.
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MARKETING REVIEW

New Product Development

MAL6  MAXT0 MAX 100

RDB MAX

RDB has introduced RDB Max 100 Days, RDB Max
6 Months and RDB Max 10 Months with attractive
interest rates under the flag of RDB Max Fixed
Deposit.

RDEB '
4
"5, / RDBMITHURUPLUSLOAN

S 1 & SCHEME

RDB launched Mithuru Plus Loan Scheme to the
business Community in Pettah . This provides
financial assistance to traders in the Pettah market
at low interest rate and can settle this facility on
daily, weekly or monthly basis as per their
requirement.
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SOCIETY AND ENVIRONMENTAL REVIEW

Corporate Social Responsibility - Bogambara Cultural Arcade, Kandy
CSR " 45 e

Lo L
=LE

Plant Distribution Programme g i L Y
All RDB branches have distributed plants on 3rd ‘

February 2022 at branch premises for their valuable
customers to commemorate 74t Independence Day.

e s

Embilipitiya New Ground

Avurudu Trade Fairs

RDB has conducted trade fairs in key cities in every
province to assist RDB entrepreneurs to find mar-
ket and increase sales volume for their products and
services.

Kalladi Old Bridge Batticaloa

i

i |

T

Ambalantota Pradeshiya Sabha
Ground
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SOCIETY AND ENVIRONMENTAL REVIEW

Diri Abhimani Programme “Guidelines for Vanilla Growers”
Book for Vanilla Growers

The Diri Abhimani 2022 program was launched on

8 March 2022 to empower the efforts and commit-
ments of women entrepreneurs in Sri Lanka. Under
this programme, RDB directs women entrepreneurs to
achieve their aspirations in the business world as well
as in their personal lives through guidance, consulting
services and training .

s bl sl AP e

RDB “Pusthaka Sathkara”

Programme

RDB launched “Pusthaka Sathkara” programme to
donate books for school libraries in remote areas to
enhance readership among school children with the
assistance of RDB family and its valued customers.

RDB published the book “Guidelines for Vanilla Grow-
ers” to improve the knowledge of vanilla cultivators.
This book was written by Mr. Jayantha de Silva, a
resident of Wellawaya Nikapotha area.

QR Pass for Fuel

Selected branches of RDB have organized community
service programme to issue free QR pass to take fuel
from fuel station.
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EMPLOYEE REVIEW

Overview

By being aligned with the Bank’s vision as the Development Banker to the Nation, HR aims at creating and sus-
taining a highly motivated exceptionally dynamic and empowered workforce that contributes towards corpo-
rate excellence.

HR is constantly committed in ensuring the fulfill the requirement of ideal human capital and well-being of
employees by applying strategically integrated approach in the talent acquisition, development and engagement
through best HR tools, proper policies, practices and processes. This encourages employees to play vital role and
add value to corporate objectives and eventually to meet their career aspirations in return.

Financial KPIs with regard to HR for 2018 - 2022

Toda!l Cperating FProlt (Bs k) 3,606 e e 1 164 1,925 1,994
fedan Benme s, bn .} 26,071 7 606 24 210 24 4932 35703
Lcan Portfolio (R, kin | 137,770 144 b 164 771 180 0ag 216,373
Uopost Hortroho (Hes. Mn.) 141 5E0 140 500 168 264 187 752 210,301
lodal Headoount [FTE) 2345 2,735 2 G 2,800 2,531
Reverue per FTE 11.02 100 &.10 B42 1430
Profit par FTE 1.43 108 .18 74 0.7Ts
Dapost Posthoho par FTI BR AR F20M) E104 a2 83.09
Loan pirtraie per FIE 778 EA7D i BT asoe
(FTE = Fult-Time-Employes)

Headcount distribution by management level is given

Manpower Strength

The manpower of the bank is consisted with employ-
ees who have been deployed for the cadre positions on
permanent and contract basis. Apart from that Door
to Door Field Assistants (those who were converted to
fixed term contract) and Rural Leaders (linked with mi-
cro finance system) would provide manpower service
to the bank.

We contribute to the development of the nation by of-
fering training programmes to students who require to
undergo training (6-12 months) as requested by Uni-
versities, Technical Colleges, recognized Professional
Institutions and school leavers those who are eligible
for the university entrance. These categories would
provide valuable inputs to the bank performance.

The summary of the manpower strength compared
with previous year is as follows.

Hagdeowni

2121

Manpower Type

Parmarsni contract

emphoyeEs g a6
Door 1o Door Fizid

Banetanis 455 445
Fhral Laadars 174 215
Tatal £ 3192
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below.

Hapdeounl Destrifdiina

M:—'.uu';uunlul'll Ll 0™ 2022
'..l'!ll'r!t'!-'.'!r:'.- hianagamant T a
SEMor Mansgemant a1 30
Ewxocutivg Managomaont 154 127
F s i ivas [t | 1073
Clarical and Alliad 1356 176
Cihar Grades | 21 0T
Tatal 2600 253

Bank provides equal employment opportunities for
both male and female. The gender profile was contin-
ued to maintain in 2022 as follows.

2021
Gender Headeount
flals | 447 65 65 1405 EE.ET
Farmehs e s T . L ¥ 4433
Todal 2E00. 0600 2531  100.00
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EMPLOYEE REVIEW

The employee age and experience profiles of the bank
are given below.

Age Profile

.ﬁ[_ll_:l Calsnonn Higsswbem i

Hohyw 21 yams N} K

21 - 30 yaars 50 0.g8a

I — 40 yoars T ar.oa

41 — 50 years A0E 16.00
55 yEars 545 21.53

Abone 55 years a7 14.E8

Total 2531 100.00

Experience Profile
Headoount

Experiance Category

Micra than 30 years 528 2078
20— 29 years 484 i 12
10— |19 years: 935 3594
§ - G yoears 241 .52
Less thidn 5 yaans 145 N ]
Total 281 om0

Career Advancement

The Bank entirely commits to a continuous devel-
opment of all its employees by providing training to
change attitude of staff and impart knowledge, hands
on learning experience towards banking operations
and enhance employees’ capabilities in the fields of
leadership and specially for better customer service.
Each year, the bank allocates a significant amount of
banks’ budget for these activities. During the year,
44 programmes with an aggregate of 19,712 working
hours of training were conducted for 1358
participants. Total investment for training during the
year was Rs. 2.44Mn.

Performance Appraisal

During the year, the Bank has modified employee
performance evaluation system to improve employee
satisfaction and to create a more devoted workforce
within the Bank. It has been designed to measure an
individual performance based on an individual’s key
performance indicators (KPls)
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HR Board Sub - Committees

In terms of the Corporate Governance practices and
the Directions of the CBSL, 02 separate sub commit-
tees were formed as Board Human Resources and
Remuneration Committee (BHRRC) and Board Nomi-
nation Committee (BNC).

During the year, Board Human Resources and
Remuneration Committee (BHRRC) and Board
Nomination Committee (BNC) were headed by Mr. M.
Mahinda Saliya - Chairman.

The Board Secretary functions as the Secretary to the
committees. Four (04) Board Nomination Committee
meetings and Six (06) Board Human Resources and
Remuneration Committee meetings were held during
the year 2022.

52



SPECIAL EVENTS

Branch Relocation

Eheliyagoda Branch

Eheliyagoda Branch moved to more convenient
location to provide a high level of customer ser-
vice and ceremonially opened by Chairman Mr.
Mahinda Saliya along with GM/CEO Mr.AHM M
B Jayasinghe and Management on 17t February
2022.

Mundel Branch

Mundel Branch moved to more convenient loction
to provide modernized service and ceremonially
opened by Chairman Mr. Mahinda Saliya along
with GM/CEO Mr. AH M M B Jayasinghe and
Management on 29 March 2022.

Badulla Branch

Badulla Branch moved to more convenient loca-
tion to provide speedy service and ceremonially
opened by Chairman Mr. Mahinda Saliya along
with Mr. B G W Athula Kumara, Regional General
Manager - Uva and Staff on 28" March 2022.
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Godakawela Branch

Godakawela Branch moved to more convenient
location to provide a high level of customer ser-
vice and ceremonially opened by Ms. C.S. Wera-
goda, Regional General Manager, Sabaragamuwa
along with Staff on 4t May 2022.
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SPECIAL EVENTS

Galgamuwa Branch

Galgamuwa Branch moved to more convenient
location to provide speedy service and ceremoni-
ally opened by Ms. B R D Pushpa Kumari, Regional
General Manager - North Western along with
Staff on 9t May 2022.

Narammala Branch

Narammala Branch moved to more convenient
location to provide a high level of customer ser-
vice and ceremonially opened by Ms. B R D Push-
pa Kumari, Regional General Manager - North
Western along with Staff on 12t September 2022.

Pamburana Branch moved to more convenient
location to provide a high level of customer
service and ceremonially opened by Chairman
Mr. Mahinda Saliya along with Mr. K Ariyathilaka
, Regional General Manager - Southern and staff
on 11t July 2022.
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Nivithigala Branch

Nivithigala Branch moved to more convenient lo-
cation to provide modernized service and ceremo-
nially opened by Mr. Sumeda Edirisuriya, GM/CEO
(Covering up of Duties) along with Ms. C.S. Wera-
goda, Regional General Manager, Sabaragamuwa
and staff on 26" September 2022.
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Walasmulla Branch

Walasmulla Branch moved to more convenient lo-
cation to provide speedy service and ceremonially
opened by GM/CEO (Covering up of Duties), Mr.
Sumeda Edirisuriya along with Mr. K Ariyathilaka
Regional General Manager - Southern and staff on
25% October 2022.

ll|
N

Dodangoda Branch
I

o 0 aeh

Dodangoda Branch moved to more convenient
location to provide a high level of customer ser-
vice and ceremonially opened by Chairman, Mr.
Mahinda Saliya along with GM/CEO (Covering up
of Duties) Mr. Sumeda Edirisuriya and Manage-
ment on 28" November 2022
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OTHER EVENTS

Appointment of General Manager/ International Women’s Day

CEO Programme

Mr. AHM M B Jayasinghe has been appointed as the All RDB branches celebrated the International Wom-
General Manager / CEO of Regional Development en’s Day Programme with their women customers. Ac-
Bank with effect from 1t February 2022 cordingly, series of women focused programmes and

events conducted at all branches of RDB. These events
included training programmes focusing women entre-
preneurs and granting of loan facilities to strengthen
women entrepreneurs

\

National Industry Exhibition 2022

RDB has participated to the National Industry Exhibi-
tion 2022 organized by Industrial Development Board
of Sri Lanka from 3 to 6" February 2022 at BMICH,
Colombo with the vision of assisting the entrepre-
neurs and enterprises involved in diversified fields of The Grand Programme was conducted at Centre for
economic activities. Banking Studies at Rajagiriya on 8t March 2022 with
the participation of the Management, staff and the
customers. In parallel with the launch of “Diri Abhim-
ani” Women Entrepreneur Competition 2022 ,follow-
ing special events held at said occasion.

e Awarded rewards for National and Provincial Lev-
el Winners of the Diri Abhimani 2021 Programme.

e Awareness programmes on entrepreneurship

e Distributed loan facilities among women entre-
preneurs
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Lanka Pay Technnovation Awards
2022 (Gold)
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RDB won Lanka Pay Technnovation Award 2022
(Gold) for the Best Lanka Pay Card Implementor of the
year. The award was presented at the ceremony held
at Shangri- La Hotel, Colombo on 29" March 2022
organized by LankaPay (Pvt) Ltd

Wyawasaya 2022 Trade &
Educational Exhibition

RDB participated Wyawasaya 2022 - Trade & Edu-
cational Exhibition organized by Small Enterprises
Development Division at BMICH, Colombo from 15t to
3 April 2022 with the aim of inculcating contempo-
rary entrepreneurial culture
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“Brews’ s1wd 8 ©Ec” Programme
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All RDB branches conducted “siewss o0 28 @3c”
programme as previous years to distribute bag full of
daily essentials to the winners on 18t April 2022 in
parallel to Sinhala & Tamil New Year programme.

Alms Giving at Mahamewnawa,

Anuradhapura
RDB organized Alms Giving on 18t June 2022 as

previous years on the last day of Pirith Chanting
Pinkama at Mahamewnawa , Anuradhapura.
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OTHER EVENTS

World Children’s Day Programmes

All branches of RDB have conducted special pro-
grammes to commemorate World Children’s Day to
inculcate savings habits among children.

‘e300 8532®” Children’s Art
Competition 2022 With CIB

RDB has joined hands with CIB network to conduct
“e200 85®” Children’s Art Competition 2022 at their
outlets to commemorate Children’s Day 2022 with
children and their parents

“B39® 000 Art Competition”
Prize Distribution

Prizes were distributed for the winners of the National
Level of “855® 080 Art Competition 2021” in paral-
lel to the World Children’s Day 2022.
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Signed MOU with New Inventors
Commission

RDB signed an MoU with Sri Lanka Inventors
Commission to provide financial assistance to inven-
tors to access local and global markets and to further
development of their products.
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RISK MANAGEMENT

Another year of challenging

The Sri Lankan economy, continued to suffer from the long
lasting effects of the Easter Sunday attack in April 2019 and
the COVID-19 pandemic in March 2020 that continued to
spread in several waves. Although the economy was on are-
covery path subsequent to the recovering of the COVID-19
pandemic, economy faced extreme headwinds and height-
ened uncertainties during the year 2022 due to running

out of foreign reserves to pay for imports and defaulting

on country’s foreign debt. Sri Lanka is still in their process

of negotiations of its debt with their creditors. In 2022, Sri
Lanka faced its deepest ever economic and political crisis.
The economic crisis has had a crippling effect on the country,
with shortages of essential goods,high inflation, and political
instability. The fluid political situation and heightened fiscal,
external, and financial sector imbalances pose significant un-
certainty for Sri Lanka’s economic outlook. Unlike any other
time in history, this crisis has affected whole categories of
people in the community and pulls down the poor further to
the ground.This economic, financial, and political crisis led to
a negative impact on financial sector of the country.

The banking sector is the backbone of our economy.

From a risk management perspective, the bank has faced
challenges including the risk associated with the liquidity
risk, interest rate risk, the continuing potential for rising
defaults, foreign exchange risk due to the shortfall of foreign
currency etc. The Central bank has introduced new rules
and regulations and tied its policy rates to reduce the risk on
financial sector of the country.

Due to the unstable operating environment, the Bank has
implemented proactive approaches to risk management. The
Bank has taken timely measures to minimize the impact of
economics crises on its day-to-day operations, continue to
service the customer with minimal disruptions and maintain
asset quality and viability of its operations.

We have established effective and updated risk management
measures and practices to balance the risk and reward for
massive operational and financial result, with the guidance
of Board integrated risk committee and provides guidance
by an experienced Assistant General Manager (Risk Man-
agement) who works closely with their teams in managing
risk. Effective risk management process enables bank to take
better decision to manage and mitigate its unexpected risk
and to achieve sustainable growth by improving its strate-
gic and operational objectives. Special attention to current
economic crises, government tax policies and central Bank
guideline.

As risk management department, we could identify risk in
different manner and view the recommendation to mitigate
the risk and identified the strategy for positive future.
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Risk Management Framework of
the Bank

The Bank has established updated risk management
framework to develop integrated risk management
techniques for monitoring and managing the banks risks
and to assure that adequate capital is maintained to meet
various risks which the Bank is exposed.

The Bank risk management Framework is to

e  Ensures that risks accepted are within the Bank’s risk
appetite and risk management profile.

e  Facilitate high levels of risk awareness throughout the
organization and independently monitors effective
implementation of risk management framework.

e  Establish the necessary organizational culture for the
management and oversight of risk embodying values,
beliefs, attitudes, and practices that drive highly  ef-
fective risk decisions.

e  Todefine the desired risk profile in terms of risk appe-
tite and risk tolerance levels.

e  Establish functional responsibility for decisions relating
to accepting, transferring, mitigating and minimizing
risks and recommending the best ways of doing so.

e  Evaluate therisk profile against the approved risk appe-
tite on an ongoing basis.

e  Estimate potential losses that could arise from risk ex-
posures assumed, focus on close monitoring and follow
up of the internal controls, stress testing on risk arrears.

e  To periodically conduct stress testing to ensure that the
Bank holds sufficient buffers of liquidity and capital to
honors contractual obligations and meet unexpected
losses.

e  Evaluating identifying and making recommendation

the overall risk situation of specific loan proposal’s in
case basics.
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Approach to Risk Management
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RISK MANAGEMENT

Risk Governance

The Bank is committed to ensure that Risk Manage-
ment practices reflect a high standard of governance.
The Risk Governance structure of RDB starts from

the Board of Directors and drilldown to the branch
level through risk management policies, procedures,
committees and delegated authority levels. Board of
Directors of RDB has the final responsibility in govern-
ing the risk of the overall bank. Board Integrated Risk
Management Committee (BIRMC), Board Human re-
source and remuneration Committee (BHRRC), Board
IT Committee and the Board Audit committee (BAC)
are supporting to the Board to oversee the overall risk
management of the Bank and management committee
(MC) and the Chief Risk officer (CRO) who is an inde-
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-pendent person from the business line of the Bank
provides the regular reports to the Board on the day-
to-day operation of all business levels.

Chief Risk Officer (CRO) is an independent person
who has the responsibility of assisting the Board of
Directors (BOD) and IRMC about the overall risk man-
agement of the Bank and risk management techniques.
The Risk Management Department (RMD) which is
headed by the CRO has six separate functions of risk
management namely interest rate and market risk,
credit risk, operation risk, cyber security risk, Foreign
exchange risk and liquidity risk

-
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Board level Risk Management
Committees

The Board Integrated Risk Management Committee
(BIRMC) is chaired by the non-executive director and
supported to make decisions on Bank risk management
framework. The committee given recommendation

on bank overall risk profile and recommended the risk
management policies, procedures, and Internal Capital
Adequacy Assessment Process (ICAAP) of the Bank.
Policies procedures and the ICAAP are formulated,
reviewed, and presented to the IRMC by the CRO and
his division in periodic manner.

The Board Audit committee (BAC) examines theinter-
nal control and regulatory compliance of the Bank on
behalf of the Board of RDB. The committee also assess-
es the performance, accuracy and independence of the
internal audit of the Bank.

Board Human resource and remuneration Com-
mittee (BHRRC) The committee shall determine the
remuneration policy (salaries, allowances, and other
financial payments) relating to directors, Chief Execu-
tive Officer (CEO) and key management personnel of
the bank. Further, the committee shall set goals and
targets for the directors, CEO and the key management
personnel, evaluate the performance of the CEO and
key management personnel against the set targets and
goals periodically and determine the basis for revising
remuneration, benefits and other payments of perfor-
mance-based incentives. The CEO shall be present at
all meetings of the committee, except when matters
relating to the CEO are being discussed

Board the Nomination Committee The committee shall
implement a procedure to select/appoint new directors,
CEO and key management personnel and shall consider
and recommend (or not recommend) the re-election of
current directors, taking into account the performance
and contribution made by the director concerned
towards the overall discharge of the board'’s responsi-
bilities.

Board IT Committee The IT steering committee isthe
major governing structure of the Information and the
information systems of the bank. The bank has estab-
lished an IT steering committee in 2013 headed by CIO
of the Bank which represents all technical people and
CRO and periodically discuss all IT related issues in the
Bank and make recommendation and solutions to the
Board of Director. Following key initiatives has been
taken into account to lower the technology and cyber
risk faced by the Bank.

Created the position of information Security Manage
ment officer to perform duties related to cyber security
Vulnerability and penetration assessment.

Strengthening network security.

Improved system security, availability, control and mon
itoring the system downtime.
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Management level Risk
Management Committees

e Executive Credit Committee (ECC) - ECCis the
management level committee responsible to manage
credit risks and the credit and operational risks in credit
functions. ECC periodically reviews/implements the
Credit Policies of the Bank. The Committee engages in
approving of credit within the delegated authority limits
and to recommend credit facilities for the approval of
the Board of Directors.

e Asset and Liability Management Committee
(ALCO) - ALCO is the management level committee
responsible to manage the market risk and liquidity
risk of the Bank. It aims to manage the volume, mix,
maturity, rate sensitivity, quality and liquidity of assets
and liabilities to attain a predetermined acceptable
risk/reward ratio. The functions of ALCO include policy
decisions with regard to management of on and off-
balance sheet positions considering capital structure,
product pricing, funding and investments with the aim
of stabilizing short-term profits, long-term earnings and
long-term solvency of the Bank

e  Operational Risk Management Committee (ORMC)-
ORMC manages the operational risk of the Bank and
implements operational Risk Management techniques
and takes measures to maintain the integrity of internal
controls, reduce errors in transaction processing,
prevent frauds etc. to minimize the operational losses to
the Bank.

e Information Security Committee (ISC) - ISCis an
management level management committee established
to oversee the implementation of information security
policy of the Bank. ISC monitors that all information
systems and critical information are secure and safe-
guarded throughout the Bank and are in compliance
with privacy and customer trust.

e The Management Committee (MC) is the committee-
which is headed by the GM/CEOQ of the Bank and rep-
resenting all executive level staff of the Bank. The com-
mittee performs periodically and whenever necessary.
The committee reviews the reports from alloperational
level of the bank to mitigate the risk and uncertainty
periodically.

Risk Management Department (RMD) - which is

headed by the CRO has three separate functions of risk man
agement namely credit risk, operation risk and market
&interest rate risk. The Risk Management Department
periodically review and make recommendations to the
Board onrisk appetite, risk profile, strategy, risk manage
ment and internal controls framework, risk policies, limits
and delegated authority
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RISK MANAGEMENT

The Bank’s risk related area is directly connected with
several fundamental risk categories and connected risk
related area. These have been identified and recognized
their impact on the bank has been ascertained, as

they have the potential to affect the Bank’s ability to
continuous operations and foster business growth. The
Bank’s risk department, relevant management committees
continuously monitor the Bank’s position with regards to
these risks and consider exposures based on the conduct
and outcomes of operations, as well as the external
operating environment.

Overview on Key Risk Factors and
Governance Structure of RDB

Credit Risk

Regional Development Bank is the leader among the
government Development Banks, credit is the major
business line of the bank. The total credit exposure of
RDBis 73.6% of its total assets. Extending credit is the
major business line of the Bank and as a result, credit risk
is the most significant type of risk that is being managed.
Therefore, the Bank has placed a considerable weight

on credit risk management process. Under, covid 19 and
post economics crises situation loan and advance has
increased by declining rate ,31st of December 2022 to Rs.
210,563 thousand compared to 31st of December 2021.

The Credit Risk Management policy of RDB is the main
guideline for Credit risk management which is approved
by the Board and reviewed annually which contains all
policies and procedures and methods to identify, manage
and mitigate the credit risk. Board level committees and
the management level committees are also engaged with
credit risk governance of RDB. Credit Risk Administration
unit which is attached to RMD is responsible to identify
and monitor the security risk, financial market trends, risk
of NPL and Credit monitoring. Credit risk management
team under RMD is responsible to submit review on credit
portfolio of the RDB to Board on periodically.

The loan portfolio is closely monitored by branch manager
/ loan officers and individual credit facilities at ground
level (branch level) through daily customer analysis and
recovery processes. However, at Head Office level, Risk
Management Department analyses the credit portfolio

of the Bank and reports to the Board of Directors under
the KRI (Key Risk Indicator) Report with independent
observations monthly. The KRI Report includes total Credit
Portfolio Analysis, NPA Analysis and Loan Provisioning
Analysis etc. Risk Management Division closely monitors
the watch listing customer based on monthly basis and
report to the Board of Directors.

Credit Administration Unit

Due to the identified risks related to the credit loan security
bank has established independence Credit Administration
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Department separate from Risk Management Depart-
ment in 2022.Which is headed by Senior Assistant
General Manager. The Credit Administration Unit was
expanded and strengthened with additional experi-
enced and qualified staff to smooth function of the
credit administration process and to reduce the credit
risk.

Loan Review Mechanism (LRM)

Since 2017, RDB has established a comprehensive LRM

to maintain quality loan portfolio. Loan review Policy of
RDB establish a common framework for Loan Review
mechanism to improve qualitative and quantitative credit
administration. The review should over all performing loans
above the threshold limit, which should be more than 40 %
of the loan portfolio of the Bank. The threshold limit should
be decided/approved by the Board of Directors with the
recommendation of the Integrated Risk Management Com-
mittee (IRMC).

Risk Rating

The Bank has introduced the customer rating based on
bank specific format since August 2016.Customers are
rated as AAA, AA, A and BBB. According to the directions
given in the circular customer who has bellow BBB ratingis
not eligible for a credit facility from the Bank. Risk Depart-
ment has directly involved with proposed Loan
Origination System (LOS) implementation process and
include to above mention risk rating to Loan Origination
System (LOS).

Risk Based Pricing

RMD introduced arisk based pricing for Credit facilities of
the Bank since 2016. The Bank has adjusted the price of
the facility based on the customer risk rating. This pricing
system is applied to facilities considered under Bank
funds only and other facilities considered under refinance
schemes are exempted from the risk-based pricing.

Risk Rating

The Bank has introduced the customer rating based on
bank specific format since August 2016.Customers are
rated as AAA, AA, A and BBB. According to the directions
given in the circular customer who has bellow BBB rating is
not eligible for a credit facility from the Bank.

*Loan Loss Provisioning

(Impairment Provisions and CBSL
Provision)

To comply with the accounting standard of Sri Lanka the
bank has calculated impairment for loan loss base on the
two methods,

e Individual Impairment

e  Collective impairment
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According to the Central Bank (CBSL) guidelines, the bank
follows two types of provisioning methods. Provisioning
categories are:

e  General Provision (according to Central Bank Guide-
lines)

e  Specific Provision (according to Central Bank Guide-
lines)

The provision covers ratio, and the open credit exposure
ratio of the Bank are calculated and analyzed by the
Risk Management Department periodically. The Risk
Management Department submits these ratios together
with its observations to the Board of Directors monthly.

SLFRS 2 Implementation

The Bank has implemented the Banking act direction 13
and 14 on classification, recognition, measurement of credit
facilities in licensed Bank to comply with the SLFRS 9 effect
from January 2018.This provisioning method to be based
on forward looking on incurred credit loss using exposure at
default (EAD), probability of default (PD), Loss given default
as well as 1st and 2nd installment to be arrears.

Sectorial Limits and Managing
Concentration Risk

The Bank has established approved sectorial limits

for credit through credit risk management policy. Risk
management department of RDB periodically approved
these limits according to the economic and industry
standards. Business units manage their individual credit
portfolio according to these sectorial limits.

Liquidity Risk Management

The Bank’s liquidity Risk Management framework requires
to ensure that the Bank operates within defined liquidity

All figures n [Bs 0007

limits and remains in compliance with the Bank’s liquidity
policies, CBSL regulatory requirements and practices.

It is the risk that a Bank encounters difficulty in meeting

its financial commitments that are settled by delivering
cash or other financial assets. It is the Bank’s policy to
maintain a sound liquidity position, above the regulatory
requirement of 20% on liquid asset ratio (LAR) and above
90% of Liquidity coverage ratio (LCR). To achieve this
objective, the Bank evaluates and monitors liquid assets
and liabilities on an ongoing basis. The Bank maintained
strong liquidity position during the year, which is supported
by careful capital management, accommodative measures
adapted by the regulator in-response to the current
economic crises and strong deposit growth from both retail
and institutional customers

Liquidity risk of the Bank is managed by monitoring key
liquidity indicators under both regulatory requirements and
requirements under stock approach and flow approach.
Changes in both assets and liabilities are measured
compared to the funding requirements to ensure that the
desired level of liquidity is maintained at each point of time
and is in line with the Bank’s risk appetite. Liquidity risk is
mitigated by maintaining adequate buffers in high quality
liquid assets and diverse funding sources.

The main responsibility of managing the Bank’s liquidity
lies with the Assets and Liabilities Management Committee
(ALCO). ALCO is an Executive Level Committee

consisting of the Bank’s Corporate and Executive level
employees. The Committee meets at least once a month

or more frequently on a need basis. Following monitoring
technics and approaches are used by Risk Management
Department of RDB to manage and monitor its liquidity.

e  Stock approach
e  Flowapproach
e  Stress Testing on Liquidity
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RISK MANAGEMENT

The Risk Management Department regularly carries out
stress testing on Bank Liquidity under three scenarios,
which is related to different severity conditions. According
to timely financial market changes, other economics
changes and policies changes. Every month, the
department evaluates the result of the stress testing and
measures the possible impacts of unexpected situations
on liquidity of the Bank. According to the result of stress
testing, the Board of Directors is informed by the Risk
Management Department on appropriate course of action
and funding arrangements for such situations through
ALCO.

Operational Risk Management

Due to the Economics crises and government policies
toward the economics controlling purpose, directly
impacted on the bank operation in last financial year
2022.The Bank today has 276 branches covering entire
country with more than 2,531 staff members and well
standard technical solutions (CORE Banking system, ATM
and CDM and Human Resource System) for supportive
services. Evaluating capabilities for new Loan Originating
System(LOS) and steps forwarded for new operation
effective development decisions. Hence the operational
risk is the inherent risk in the operational process of

the Bank RDB has established a comprehensive risk
operational risk management policy in 2013 and approved
by the Board of Directors. This is main guidance for the
Bank operational risk management of the bank, and it

is periodically review. RDB has well established internal
controls process to monitor and cover the operational
risk event which are generated during the day-to-day
operations of the Bank. Since 2012 RMD has established
an Operational Risk Subcommittee “under the supervision
of Chief Risk Officer of the Bank and submit a periodic
report on operational loss to the Board integrated risk
Management (BIRMC) and to the Board on quarterly and
monthly basis.

Business Continuity Plan (BCP) and
Disaster Recovery (DR) policy

The Bank has established comprehensive and updated
BCP and the DR to mitigate the operational risk events in
an unforeseen situation. These two policies are updated
time to time through DR drilling and BCP drilling.

Interest Rate Risk

Changes in interest rates can have significant impact on
the Bank’s earnings as well as the underlying economic
value of Bank assets, liabilities, and off-balance sheet
items. Interest rate risk occurred due to the changes of
government fiscal policies changed. Adverse interest
rate movements may also impact on the Bank’s capital
and earnings through changes in present value and the
mismatch of future cash flows of banking book positions.
Policy rates were marginally up during all over the year
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2022 thereby increasing interest rates. According to the
Interest Rate Risk Management Policy approved by the
Board, ALCO is responsible to determine the interest rates
based on gap and duration analysis of the Bank. Risk
Management Department will carry out risk assessment

on the interest rate fluctuations. However, at present ALCO
determines interest rates for both lending and deposits
based on the market conditions and credit deposit ratio.

Information Risk and Cyber Risks

This refers the use of computer systems in the day-today
conduct of the bank’s operations, reconciliation of books
of accounts and storage and retrieval of information and
reports. Cyber risks arise from cyber-attacks or breaches
to systems, network or databases resulting in loss of
customer data, disruption to operations or reputational
damages. Up to the end of 2014, the Bank worked on
four different IT platforms. Now RDB is on a centralized
IT solution and provide digital banking options to their
customer segments. Since 2015, RDB has facilitated
ATM networks for the customers all over the country
connected with the Lanka pay network and its own ATM
centers. Currently RDB has facilitated their customers
through Customer Depository Machines as well (CDM).
Furthers, The Bank has operating with Human resources
management system to manage their employee data base
and payroll. During the year 2022 the Bank exposure

to new information systems such as QR code and the
recovery management system.

IT Governance Structure

IT steering committee

Is the major governing structure of the Information and the
information systems of the bank. The bank has established
an IT steering committee in 2013 headed by CIO of the
Bank which represents all technical people and CRO.

The committee periodically discuss all IT related issues in
the Bank and make recommendation and solutions to the
Board of Director. Following risk Mitigation, Monitoring and
Reporting techniques are used by the bank to maintain
strong risk management in IT.

IT Security policy

Updated and clearly defined It related policies are
maintained by the IT department by comply with

the regulator and the Chief information officer is the
responsible person to maintain these policies.

Regular IT vulnerability assessments

VAPT testing which is done by the independent party is the
one of the methods to mitigate the security risk related to IT
operation.
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IT audits

Information technology audit which is done by the
independent parties

The Information Security Management

System (ISMS)

Since the year 2015 Bank ISMS function is in operation
under the supervision of Chief Risk Officer of the Bank

to monitor and mitigate the operational risk on data and
information of the bank and to enhance the quality of

the information and the data which are available in the
bank. The Bank Information security officer (ISO) is the
responsible person for the information security of the bank
and to maintained and approved information security and
acceptable usage policies to maintain internal control
measure on information.

Information security committee

Since 2022, the Bank has established the information
security committee to comply with regulatory framework
on technology risk management and resiliency for license
Banks 2021.

Compliance Risk Management

The management of the Bank places great emphasis

on ensuring that the Bank is moving in concurrence with
its statute and the rules and regulations imposed by the
monetary authority as well as the other legal/ government
entities in order to avoid failures or breaches of such
obligations towards the Bank. The key objectives of the
Compliance Officer are to ensure the internal controls/
regulatory requirements are complied with. Compliance
risk is the Bank’s potential exposure to legal penalties,
financial forfeiture and material loss, resulting from

its failure to act in accordance with industry laws and
regulations, internal policies or prescribed best practices.
This may lead to regulatory sanctions, financial penalties,
disruptions in business, operational and reputation
damages. The Bank’s compliance function falls under the
purview of the IRMC headed by AGM Compliance. In order
to achieve this objective, he monitors and assesses the
compliance requirements and submits quarterly reports
on the compliance status of the Bank to the IRMC for
review. The Compliance Officer also overlooks the timely
submission of necessary statutory reports of the Bank to
the regulator. The Bank embraces modern and innovative
strategies for risk assessment together with an effective
governance framework to address the compliance risk the
Bank ensures safety and soundness to keep the financial
stability and the manner in which they conduct their
business.

e I|dentifying and ensure timely review of applicable
policies and procedures which granted by authorized
parties.
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e Assessment conducting compliance on branches,
divisions, and products of the Bank.

e Conducting awareness through training sessions.

Capital Risk Management

The capital adequacy ratio (CAR) measures a bank’s
capital inrelation to its risk-weighted assets. The capital to
risk weighted assets ratio promotes financial stability and
efficiency of the Bank. Hence the ratio (CAR) is one of the
key financial indicators which show the soundness and the
stability of a bank. This measures banks’ ability to survive
in an unexpected loss scenario during various economic
activities carried out by the Bank. Basel committee has
implemented set of several measures of capital of the
bank. Accordingly, BASLE Il accord issued in December
2010 it was replaced Basel Il accord and it has come into
force and effect in Sri Lanka on 1st July 2017 based on the
Central Bank direction 01 of 2016 on capital requirement
under BASLE Il for licensed commercial banks and
licensed specialized bank. Time to time RDB has revised
its capital augmentation plan to have a proactive capital
management to comply with the regulatory requirement.
Up to the end of second quarter 2017 the bank has
complied with Basel Il accords and maintain minimum
capital adequacy requirement of 10%, However with

the introduction of Basel Il from June 2017 RDB has

to increase its capital to meet the capital adequacy a
minimum ratio of 12.5%

Foreign Exchange Risk

Foreign exchange rate impacts on earnings and capital
gaining from unanticipated and predicted fluctuation in
foreign exchange market during 2022. During the year
under review, CBSL implemented several measures

to improve the foreign currency liquidity from external
sources. Further, CBSL continued to purchase foreign
exchange from the domestic foreign exchange market to
build-up reserves.

Legal Risk

Legal risk is a main part of Operational risk. Legal risk can
occur due to lack of awareness or misunderstanding and
misconducting the day-to-day operations of the bank. This
may include losses resulting from non-enforce ability of
contracts due to incorrect documentation and deficiencies
in drafting, which may result in fines, penalties and punitive
damages or a claim being made against the Bank, which
may result in a liability or loss. The Legal Division provides
guidance to the business divisions and engages in strategic
management of the legal risk of the Bank. The Legal Division
proactively engages in identifying potential legal risks and
issues in collaboration with other business divisions and en-
suring that adequate and appropriate mitigatory measures
are adopted to safeguard the Bank’s interest.
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RISK MANAGEMENT 12/31/2021  12/31/2022
NPL Ratio 8.71% 8.46%

During the current economic stress situation, the bank

experienced increasing legal risks due to failing clients to

honor terms of settlements failing Bank to execute thewrits |gh | IghtS in Dec 2022 and
& deferment of court cases across the year. CO mpa rative Yea r

Documentation and Disbursement  Exposure By Products (2021/12/31)

e |tissoimportant to usage of completed and correct
format of documents for every operation of the bank.
Among these, usage of correct credit security  doc-

3.4%

& ‘awunas
drmgilka wlea
™

uments, loan application forms, KYC documents, i mhamlil
mortgage/guarantee bonds, other legal documents e M
and insurance policies and other documents are very oo : "'
important. ’ o
0.6% T p—
e Thecredit administration department and legal depart- i Laning
ment are communicated to the credit officers ,branch & it
manager and other related parties about updated & Lissawit
format and changes .And closely supervise and advice & Ddwriaer
changes on above mention.
e Loan Disbursements are subject to dual controls. The
process ensures availability of funds as per customer
requirement within the set internal controls.
Exposure By Products (2022/12/31)
Impact of Economic Crisis on Risk ® Cuata
Fgim alias
Management of the Bank e
Firigr

SriLanka is currently experiencing an economic crisis
and increased levels of poverty as a result of persistent
fiscal and current account deficit, mounting debt and poor

Wl e T

B D

governance. The secondary effects of both the COVID-19 W b
pandemic and post economics crises on the country’s ':' :""'

economy and people’s livelihood aggravated the situation.
With the surge in prices of essential items, poor people are
likely unable to afford essential items and meet their basic
needs. This has led to increase the poverty level of the
country

& lrmeoer
i Lprrei Gepevi | s
i imaning
e LNTE
B Tiarspawt sk 0.1%)
Famarimi (0.1%)
The financial sector is the back born and the invisible
leader of any economy. Hence any economic crisis/any
economic downturn is immediately affected to the Banking
operation of the country. In this circumstance, due to
economic crises outbreak as a medium scale development
bank we also faced very difficult operational conditions,
every and each industry in Sri Lanka has faced to huge
damage due to the unexpected lockdown situation and Required & Actual Liqudity Coverage Ratio of RDB
shortage of the foreign exchange reserves. Hence with this Bank
economic stress situation customer base of our bank has
also faced financial difficulties.

Famnrg

%
ey
Due to the problem of foreign currency reserved - = "ﬁ:_‘! :.':,.:-I
importation of some products have been banded This i A P %)
results in shortages of food, fuels, fertilizes, medicines, and = ;
health items. The population across the country is suffering T ! i
from long power cuts caused by the fuel shortages which has ocid . PO
impacted to the each and every industries and the sectors . ) y |
of the country these situation has led to the increasing ] _._,_H‘—
trend of the repayment risk and the deterioration of the
quality of the credit portfolio of the Bank. il
TeRE R YR A ETD N
g2isnidaoita
HRdgdEEReEd /3
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Bapdul SemESTUIRN] DIQYMIGIHLD
HATI’DH.&L AUDIT OFFICE

AUDITOR GENERALS REPORT ON
CORPORATE GOVERNANCE

The Chapman,
Pradeshiye Samwardans Bank

Auditer General's Report of Fectual Findings of
Pradaeshiya Sanwardana Bank on the compBance
llq.ﬁ'unmtul e Corporale Governance Direclive
issued by the Central Bank of &ri Lanka -31 Decamber
L1

I sve parormed the procedunes erumeorsated in Annekurs
L0 s Feport, with raspoct i the Goveenanca Rapan ol
the Board of (hrectons propared and prezardad o mesl
the comoianco tesuremen - of the Corparale Govemanca
Directiva isswad Dy the Coniré Bank of 56 Larsa (CESL)
My engagamant was Undenaken i accondance Wil
the principlas set ol in Gl Larka Standards on Belaked
Service: 4400 (SLEAS 4400} applicabds 1o agreed-
Lpon procetugs engagemants. Tho procadunss wara
enialy 10 aesEl you 1o meat the complisncs
raguindersant ol e Coporasa Govern anca Droctiva

I rogodt ey Bnckrgs in the Etached Annaaa o 1hie repot

Bocase thi abowe prooaduses do nol Cons i an
B or review mads in aooortancs wilh Sn Lanka
Auckang Slancdaios of S ilanks SEandanrds on oo
Ergagementz, | do nol sspress any assurance on the
cormpliance with the Corporale Sovefnancs Dreciives
insed by GBAL

Had [ parormed addifionad procsdures or had 1 periormead
an guds of roview of the Gowernance Feport in accordance
with 5n Lankn duding Standards or 56 Lenka Sardards
o Review En , TEher matiars might nave come
Loy iy afistlion that vkt Fiwe Baon e iod 3y,

!-lu
E }zmmmrm

Wiy reqoat = srvaly dor the parpoes s21orih mina hrst
paragraph ol this repodt and o your infanmation and is not
10 ba usied ko ony other purposse or 1o ba disvibuled kb ary
sihi parties

The report refsles only 1o tha fams spacdicd above and

e nok axtend o any Fnancial Statemencs of Pradeshvg
Camwarriana Bank. kon as & whols

o,

W PG Whekramaraines
Meraar Generat

e PAT L PR B Sl B e
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CORPORATE GOVERNANCE

Annexure to the report on factual findings

sadlan  Frincipla

3(1)  The Responsibilities of the Board

NN Agreed upon procedurss cartied oul o ensure
ihi Board has shengihanad the ssfaly and
eoundnese of the bank.

g} The Board approval, he bank's shalegc
obascives and corporane values

Whether the Bank has communicaied the
bank's stratogc chyectivas and corpoate
valuae lhroughoul tha bank,

bl The board approval of the owverall business
airatagy of the bank
The overall Dusiness siraEgy inolutas
the averall risk policy, fisk manegement
procerhres and mechanisems and ey ara
cocunmanted
The cwerall business shalsgy contans
measurabile goals, for at keast the nax
thema yaars.

ci  The appropnate systems to manage the
rigks klantifsed by tha boand se prudant
and @e properly mplemsnied

d) The Board has approved and
implamented & polley of Sommunication
with all sfakeholders, noiudng cepositon,
credilers; sharsholdsrs, and bormowers;
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Liowisd ol Complienaa during fhe yaar 2022

Complied With:

Board approved Conporsta Plan which s praparad Tor
20222024 s in plece In gddition, the Bank's Strategic
chjectives ae embedded within the snngal Budgst wiech
e mphamanted annually. Thoze consetad of sratoqic
abjectves and comporale vakues of the Bank.

Shrategic cheecive: ard corporate values of the bank

have aleady boon commrumacatad to all KMPE and will bo
communicated o olher staff through awereness meslings al
Head oflice kved as wall a5 Provincial lavel

The board approved Corporate Plan (2022-2024) inciudes
the Eveiall Dusnass sikalacy o 1he Bank

Orwarall risk podcy and sk managemant procecdunes

hawve been prepared and approwed by the Board with the
fecormrmentaion of ihe Bosd megrated Risk Managemanl
Committes and it 15 baing reviewed penodically
Measurabds goals of The Corporate Plan for the perd of
20232025 has basn updated and panding 1o the Board
appeoval.

Complied with.

T Board appioved Inegratad Fisk Managemen! Policias
ard procedures moiude contingeous and prudent assessmeant
process. Further d s renswsd by the Board Inlegratsd Hisk
Managamant Commites [BIRMC )

Tiies TGy FEON 1S 8150 Prvicka 1Lrthed dakads in thit
reqeEnd

& Fisk Managamant Repor

% Intagrated Risk Management Commstao Hapon

A Board approved communicatinn policy in in place, and
it ncliidies COMmmurecaiom with all stakahaldars, ncluding
dapositors, eraditors, shareholoers and bomowans

Howewen, communication policy nesde to be reviewed as
mantioned in s policy docunent
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)

fi

th

i

Tha Boar has noy s e aoeguacy Comyplied with,
and the imtagnty ol o banik’s internil
canlral vaisms and managemen
FermElinn Sysiems

Al Key Manasgemen: personns|, especisly with DG
Ciperatan are responskés for the estabishing and updsting
ol inlernal conen Bpstsm ol e Bk

Als e Inlaral Audil Depaimries revigss 1he Sy
and FEagriny of the inlsmal contro! EEtam mnd maﬂamnl
T g s L ﬂ:.-'ilEI'l": ot 1re Bans, Fodiaver, s procass agads
to ba urther siremgihonsd

Furthar, Internal audt raports are sutmitted (o the Bogsd
Audit Cormrrttaa (BACT and najor fndings are subaiftbed to
the boand
The Boeed hos idoraificg and designoied . Complied with,
key managament parsannel, a5
cllined in the S Lanka Accouniing
Standarde, who grain 8 posibon fo! 1)
significanthy nfluenco policy, (il dinect
activitize: and {il} sxercize contml over
Bskiness activilies, operaions and risk
maragermsnt;
The Boerd has defined the arsas ol Complied with,
autherity snd Key respoesibilitiae or e
bpamd dirgciors themisehel and for the ey
MEFagement persenns],

The Board hes ioemified and desgnaied Key Mansgeman
Persannal of Ine Bank.

Boerd Chartar dofinas the areas of guthanty end kay
responsiifies for the Board of Cireciors and Gereral
hanagsnCED

& Board aporoved Boged Crarkes |5 o placs

The areas of Sntusily and kay responsitilitas of the Key
Managsmen! Persgnme! have besn docurmgnisd in relevam
Joby Deeniptiones
The Goard has exercieed appropnats Complied with,
cwirsghl of et BRI & e Dank Dy key
maragemeant parsenne, that is consiskant
wilhbeard policy;

The Boad exercae apefepnate cversight of 1he affars ot tha
Bark through Board and Bparg Bubcommettaes

Msmners of the Menagsment Team are imwted for Board
rreatngs o provide addibonal clarfications o reguired.
Thie Bgard has peredcally aecessed the Complied with,
ofecivaness of the board deschors” own

" Fs L Fimir @i At b
govermance practicas Including Thie Boeard azseszed heir sffectiveress at the Board

Meqr.nr__;

I} The salection, nommation and siecticn
of directors and key managamant
parsonnsl

{1 The managemenl of conflicts ol
imerests; and

(i} The determinaton of weakmeeses 2nd
impaameaniaton of changes whera
FIECEEEA
The Bogid hag & sdcoesmon @an forkey  Comgilied with,

mnr micnt = . .
e PR ipdated Bucoession Fan & in place which was approved

by Board Momenaton Commities on 20.00.2022
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JINv)

ki The Board has echaduled regatar
maatings with the key managemsnt
parsennel 1o eeew poliss, ctanlish
COmmLmnmaton ines and monitor progress
(G O COFPINTETE anjerives

1} The Board has taken measures and
processes B place to undarstand the
regulalnry envrnnment and thar ing nank
maintaing a ralanorsnio with regulsiors

The Board has a process npkaca for
hiring and owsrsight ot estermal auditors.

The Beard has appaintad the Chairman and the
Chryaf Expculive Offices (CEO)

Tha furciione ard responsibities of the
chaltman and the CED arain e with Dirachon
A5 of thege Directions.

The Brard has mst reguisrly and hald board
mestings at lzast teeha times 8 vear al
aporoximatehy monthby inbereals

Thi baand has & procedure in flace o anabia
all cliretiors o mclude makees amd proposals
in the agerda for regular bosnd mestings
wherg such mattars and proposats elate tortha
pramation af business and the management of
neke of ihe bank
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Complied with.

The Board soncucis meestngs regulaty b diEcuss and
revien the progress of conpdrale objoclives and nvie key
managemant persnnnel for further infesmahon and advine

Complied with.

I'fie: Bogro has tasen reasums and [ ] e
undarstand ihe regubabony ersiroament and manain
retatimnsnip wim TEQU|H|E-I'5.

Not Applicable.

Linder paction 33 of the Precsshiva Samevardana Bank Aot
Aaditos General (s the exarnal audfior of Fe Bans

Complied with.

e Board shidl eppoint a Benerd Manager CED of e hank.

Acpoechrgly, the Board has apoointed permansnt Ganaral
danagenCED &5 per PEH At with aflect trom 01 02 4122
[ue o unavoideble reason, Chist Finance Oflicer has bean
apperiedas Goneral ManagenGEQ- Coverup Duties wilh
gffeat from 0509 2082, Az wel ag ihie appolriment has
bozn rencwod several fimes during the yeor 20228 as pes
balow.

1. CH0R2022 wo 27002023
27.08.2022 o 30.11.2022
3112022 00112 2022
O 1203022 20 28,02 20

= W Ta

The Chairmman has teen appointed for he pancd from
of 02 203 i 1srng of Lhe parchiisions 0 P38 AGT oy the Hon
Ministar in charge of FSE

The chairman is a Non-Execwtve Director and the Chisl
Executhve Officer functioning &5 the exsecutive n chenga of
the day-i0-day management of the Bark's operation and
the businaes. Howewer, Chairman invalves in 1ha signing ol
apreemants, bonds, deads and othar msuments on behalf
ol the Bank as per e decssion of Boand Credil Commiiie
mealng hald o 30 Movaember 2018 which & 0 lingé wilh he
saction 3 ol (he P53 Al

Complied with.

GEnemlly, he Board magings are el iwice @ menth, Alsd,
epecial maatings & conduciad addilonally &5 and when
necesgary. 21 mestings have bean hald during the year
enge

Complied with.

Regular Board Meelings aré scheduled, and the Bowrd is
infarmsd af the beginnrg of sach calendar yéal to enabla
submiszion of matiers and proposals to tho agenda for
regular Bonard meatings.
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F(IHvi}

3wl

(I}

3{IHix)
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That the Boael has glven noice of at lesst T
s 0r & regular Board mesting 1o prodice all
deectors anopportundy jo atlend. And for &l
atfvar bodrd maalings, notics s beaen givdn,

Thie Boand as aken requirsd acton o
directors who have not aliended at lesst bap-
turds of the maaangs v the percd of 12 moniha
immielistely preceding or haa not atiended

e srmediately preceding three consecutive
mestngs held . Participation at the directoes’
Traa{ias Ihnouan B sNernaie dimciod. Roser,
bz be azcapiabls g5 attendance.

The Bosrd hes appaimsd 5 eompany sacietany
whio safiziies this provsons af Saction 43 of the
Berking Act Mo 30 of 1888, and whose primany
responsbiliies shal be 1o handle e oecrecans
sorvices to fhe board and sharchokder mastings
ard carmy oul other functions apacifed n e
statutas and oiher reguEations

The process 10 enaple 81 direcions 10 have
aoiess o advics and services of the company
SECTEIENY,

The oompany sacredary mainamns the minues
of Doand rmesrmgs and nare (s & process lor he
drechors ininsoect such minulses

Thermindtes of 2 board mesting cantain & fadss
bz the fobowing!

(a1 3 summany of dats and informaton u=aa by
ine bodnd i s deliberatins

(bl the matinrs considered by the board

(ci the fasHinding discusskons and the Issues
o Cormaention of dissen which may lusrse
wheiher tne Dosrd was carrying oot its
dutias with due cans and prodencea

(di the matiers which indicale complance with
the board's sirategees Bnd poboiss and
adherance (o relavant laws and ragulatons

(&) the understanding of twe neks boowhech e
bark o exposed. and an overvies of the
Tk nansgement measwss sdopiad, and

(1) T e son s and Hoard esolunnnsg
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Complied with,

Plagind od I'I'IE-E‘IIPrgﬂ 1% grean '.‘*'r'l.'ll.lgl'l A Arpual Cakgndar a8
Hrss I:n:ginnlr-g of tha yoor,

Aapgenda and Board papars for the Board and Subcommitias
s 6P circulpied o e Diectons seven days pro

bz the mestimgs through'a secure a-Solulion (Linlogd to tha
Board Pac) excsot lor urgant papars thal may o up.

Resasonable nalics & given balore any special ioeating and
corment of all Disctors areobisined pror to scheduling a
epecil mesting.

firs. Hiranihd Kannarame, whio (5 & MNon-Exec i
Independant Drschor, has not attended ihe raa
cofmecisihe mestings hiedd and bank has isssed a waning
letter i this regard

Complied with,

A Board Secsélany has besn appointed by the Board
dafingd by 56c 43 of the Barking At Mo 30 of 1280 and as
par sechion 18 of tha Predeshiva Sarwandana Bank Act Tha
zecralary shall bean olficer on a full-bme bass

b
wh

Complied with,

Al OEEChws NRvE Access 10 e aclvecs and Sserdioe af the
Board sscretary.

Complied with,

The Bosrd Becretary mairtaing the rminuees of Boasg
magalings, Further such mnutes are availabla for inspection
to ey CErachar o recpues|

Complied with.

Boord Minutas will cover the ioliosing mouiremenis.

| Bosmess deckEions tEen on parncutar subjects
N, Resclitions passed on speclal subjscts.

i
I
Y Recommendations on Bdard Sub-Commdtas rejorts
Wi

Inen sl iones and mgiiers difnciad 10 mansEEmEn|

Policy decicions on matlers and review of perlormances

Crerviens of e SR MaraQemeant measlras

Vil Eompliance with tha bosnd’s sirategies and policies,
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Thers ars procadunas agreed by 1he board te
enable direcionrs, wpon reasonabke recpaaat,
10 sdak nodependant prefessiongl sdvice n
sppropratn croumstances, af tho bank's
ENpenEs

Tharg is.8 procedundg 10 Sphemming, 1Eart
resclye andd I fass epproorake scikon slaEing
o dreciors avolds confficts ot miarests. or the
spnesrancg al conllicis of inferes

A Diracter Pag Eoctgined fon -.'I:ﬁil'lg o ary
bl mssluimn in retation o which befshe
orany of hisfhar closa malalion or & congarn
i whean A dirschar nas substznbal mlberast, 1=
miesaEhad

Hes helshe bean cownted in the quonim for the
redEvanl agenda item &l the boand meeting.

The Boord has a formal sobodule of matiers
‘.ﬂhll:-l‘llE-H |'|- resereed (o il for decisan D II'.|F.||'I|||':.'
thie dirctisn and contaal of the bank & Ny
L (3% ALRGE .

Tha Boged has foeivadtn irlarmead 1he Dirsshor
ol Bk Soperdsion of the stoaton of the

DEna grior ko |E“|'|ﬂ Ay dacizon gr.acton, £
conaidears that the procadunss o et ify when
this bBark =, ar s |HEI|:,' [0 Ba, nakds o rmeel s
olbgations or is aboul o hecome insolvent or s
about tosuspand palymenss duae fo dapositors
med atteer Cradinoes

Thia Baad has e Bank cagialized J leasts ag
raguired by tho Monctary board

The board publishes, i ibs bancs Annua
HEML. an-annaal COrporaE govornEnce roparn
saltng oot the comphancs with Deeclion 5 of
ihese Directiong

The board adopts a schame of salf-azsessmant
16 bt amnChET LAk Try each dinedior amiundy and
maHans mcords of sUch EEsessmonts

The boprd's Compaosition
forard comprises of nol ess than 7 and not
moa than 11 cinaoiorg

14} The ioial paried of sarvics of 8 direcior
chher than & director who nalds the
psilion ol CEQ), chies ndl axdaed rire

VEEIE,

Regional Development Bank
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Compliad with,

The Board approved procedurs 1o 5esk indepandent
professonal advice & availabds

Complied with,

When' & mssiution is passsd & the Board mealings
regarding a parbcular matksr g which dinscions &re
parconally interestad, hifshe abatans from woting o tha
riasolition

The diresior with |':I'I':."".'-i|"_‘ll"l.3i irmerest an any maier £ nNot count
in thes querurm for ibe reievant agenda ilemad e board
m=atmy. Howsyer na such matances have baen ocourrsd
auring the vae

Complied with,

Powers fesersed lar the Boand are included in the Board
Charter

."'-lﬂ'll:lngl'l. sian g siuation hes not grigan, 1he Beard (2 adan
ol thie necessity o mform the Cirecior ol Bank Sopervision,
prar to taking any decsion or aabon f the dank = show

b0 bacorres krsolesnt o about do suspand paymerd b s
capeaions and cihar oreciions,

Barik has maintalned the Total Cepilal Adetuisesy Batlo

az delermingd by the monetary bosrg, Hovesier, soma
cooazions under the Tmel Tiee 1 Capial were reporied balome
the reduiiresd leval.

Complkd with.

The Arnual Report inclodes fre Sonporate Jovarmence
Aepor seting cof ha domplianee requiramaent with the
compprn greemance deectioncissued by the Cenbral Bank
cf Bri Lanka

Complied with.

Salf-Asmpsemant forms of the Board of Dirsciors othar
Thian o CAnecines wiio wias resned during mis yes ae
availmble,

Complied with.

The Baoard s comprisad of nof kess than T and not moee dhan
11 th raughicut thepear which 10 ing with the direstion and
comprisad ol 8 Cireciors as a1 31 123023

Complisd with,

Mone of the Ciectors heve Bsoesced ning years as
oagaibad in the drection
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{B) I heevant of any descior sarving mme Mot applicabde,
than 9 yeare, chesk hal ihe transiions
proyisacns have been applied with

S{XME  ThE anner of execulve diecions, incudng Complied with.
tha CEC doaz nol excead ara-third of the
umbier of direstors of e hosss

W) The Board rac o least tires nespendan Canmiplied with.
nor=saculive dineciors o oie thrd o the foial
numperaf dirgciore. wiicheder s highet

Suich asfeation kas mat arEen.
Thers were o Fseculive Draciors m be Board

A mimimen of e IndepecssEdPNon- Boeculive Dfectons
hee represented the Beard throughow the yewr, Acoording
T —— Iz iha Pradeshiva Sanwardsos Bank Aol nc a7l of 2008
- h ’ *o Thras Men-Independent Cirectons are baing appintad
PLFRICENEE Il Ty [ i) T aach ol Srgirsroloer Banks &nd One Mon:Indepanaen
2) Holos admect and nowect sharshadmg & [iscior being appainted from the General Treasury

maore han 1 parcenl of e Dank
oy eudrmently has-or ned canng e fiE e o

SwD yaars immadiziely precading hiEhers

appoiniment 2 dancion any business

transachans waiih the bank gs decoribag

in Drection 37} b, exceeding 10 ger

canl of tha regulsory capial of the cank

ol haz been omedovnd by the bank durng
the tiva pedr penod immedialiely precedng
the appoeniment as diracior.

dy hes had a close refalion, who B a drecior,
CEG, & rmianber o ey manggement
persminel a matedal sharsholcer of the
Dank or anothar Dank. [For i suposs
4 “cioso mlolion® means the spouse or a
firanciglly r_|=_l|:l|anr|E|.'1: hicly

41  reprosentd d apeciic staxoholdar of the
Darik

I e employves o g direcior of 8 malerlal Gomplled with,
sharehaldar in a campany & business
organmzation:

I, wikch '.'.I.II'I'-E'1'||:'_-' MRES- 3 ANSACHT wWath
the bark 2= dalined m Daechicn 37
of treeg Descbons, excseding Wk per
conl of ther migulniony. capital of Phe
Dare, or

Il mwhech any ol tha ot er desctors of
1hi bark ars employed or ana drecions
or & matesial shapholdars, ol

I e swbech any ol e ol direcion of
thi bark have a fransaation as defined
i Dirsctan 3 (F) of these Ceractions
axcaading 10 per cant of ragulsiony
capda i the bark

J2WV] o the evant an alemale Srocion was sppoinied  Not Applicable.
o teprasant an ndependen) direchor, check
e parcon 50 EFll'.‘n:iI'ﬁElJ sl e erteria ihar
apphes o fhe ndependent direcion

Thafe are N orevaEnns for SpRonnG Eisename Difeciors &5
perthe Pradeshya Sanwarzann Bark Aot Mo 41 o 2008

Regional Development Bank
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A(2Mix)

3(2) (x)

A2 i)

32yl

3(3)
3(EN1)

(3K

I Benbehas a process for appoisling
independent direciors

Ihat e supulzled quorem of he bank inoludea
more than 0% of the directors and ot of

this ouarum rmane than 53% should includs
moieeEscy by dmchors

The Bank dscloses ihe compostion of the
board, by calegony of diresiee, Ineliding Ehe
names of e charman:, exscutive girectore
nenexocuive dirachors and indopendont non-
axaculive direciors in the ennud corponate
OREraAnee repor

The procedurg lor the appointmet of now
direciors to the board

Al gireciors appainted to 6l a casual vacanacy
bz subject o election by shaeholders af e
firs grereral meeting afler fFor appoiniment,

If o dirgctor resigns or is mrmgved from offge
thre bl

(@) Announce e oeeclors reshoraton o
rgmoval ard the rgasens for such removal
af reasgnation Including but rat limited bo
riicemation relating 1o T Eevant disclo's
disagreement with the bank, & amy, and

(b] 5= & stelement corfirming whether o
nak there am ary miatiers hal necd o be
brodght fo tha attanton & sharehcides

Check if thera 2.3 process io identity whether 5

direcinr or an enployes of § Bank s appointed

elected or nomirated a5 a cector of another

Bk

Mot Applicable,

Irclependent Drechors are appointed by the Flon, Minister in
lerms of e pravisions of the FSB Aot

Complied with.

s per sagtion 18 of the Pradeshya Sanwardana Bank Aoz,
ihe guonm includes & if in2 Board consisted of T Direciors
ard 6 i the numbas of DEectors over 7

A1l board membars ane Mon-Excoutive Diroctors
Complied with,

I compraadion of tho Board and thal inforrmsation s
disciosad in the Snmual Repor

Mot applicable,

Cireciors ane dopoined l:!.-' e Hor haestar n ianmns ol i
ovisions of PS8 AT

Mot applicable,

Appointments gnd removal ol Directors ae doneg by = Hon
Miniaies in tEnms of [he prisons al P5E Aol

Complicd with,

The appaintment and resnovel of Directors are dose by the
Hean Ministas in ferms of e provigions of PSE Aol

Resigning direstor aoknovdedges hisf her resignation
||'TIZIIJ|'._||'| & ketler to tha Bank and besed o that letter tha
Bank informs to e Kinistiry the the Direcior bas resignesd

ke bank has informad $e resignations of dreciors to the
CHEL throwgha

Complied with,

Buch & situation will not arse since the Direciors ans barng
appointed by Hono Minigger in conpuliasion with Baorstary io
this Treasy, Adan, the Central Bank of SM Lanka asssases
Fitress-and progricty bazed on the declanations obtamed
frarn Dirssciors and Key Management Passonng

Criteria to agsess the liiness and propriety of directors

The Be 08 eSO WO 22ryes aa orecior
dias nod Smeas 1D nHars.

I.Il.:l The fransiional PO SRS My Disen
compled wih

If 8 person holds office as a dirsclor of moes
than 20 companeess snlilieg insiutinns
incivsive of aidiaries orassocial
COMEAniES of B iank

Regional Development Bank
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Complied with,

M Dirscior of the Boerd 15 over 70 Yoarg old
Mot applicabile.

Complked with.

MNong af ne Dirsctors hinld diecioship in 20 companies 3
par iheir daclerations
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Director of CED shall not be apponbed as &
Director or g CED of ancthar Licansad Banlk
operating B Sn Larsa o 1o expary o4 8

e coning =0f perind Ircen D Thate of

paseation of hiskhar oflica al & Licensed Bank
()
IE N ] T QEkQEN0N arranerEris NEs [Ean
approvad by the Dosrm

A{4Min) The Baoard Fees fken responsibility T the
mattess m 3 41| I} even in the rstances such
aoliong s delogated,

A(AMIE) The Board raviow tha dedegation prociseas i
place on a periods basis o ensure Dbt they
remsn relevant o the needs of ts hank

The Chairman and CEQ
Trez rote of Chairmran and CEO & seperate and
nod perlormied by the s indnadual

3s)
33N

BN  Thre Charman iz = non-caeoubtve Direcion

In ihe-case whare tha Charmen |\ not Gn
indepandan direchos, checs thal the board
desigeais an indapenden dirgsior &5 e SR
direz=or with guital iy cocumeantso Brmse of
rafarance.

I e deskonalen of the san direciorn [s
disclosad inthe bank's Annual Aeport

e Board mas a process o identily and
dizclose m ils corporate govermance epor
which ehall b= & part ol #s Annual Report. any
retationship [Inciudng fmancal, besnese,
tamily or other maesalirelevant relabonshipds)|
if &ny, oetween the cralman and lHa CED
e Esard mmEmbers s e adibore of &y
refatonships iIncluding samong membses of the
board

3(s){ih)

Regional Development Bank
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Management functions delegated by the board

Cemplied with

Such a siualion has ot arsen,

Commplied with.

The Board has delegated matlors pertaining to the afaks of
ihe Bank 1o she Boand sub-commitiees dnd steo bo CES and
ollier Key Manho@mien] Parscanel

Complied with.

Bomrd takes tha raemorsibility for the matiers i 3 (1) i even
though such mstisrs a2 delegalad

Compliad with.

Thie Bouird feviems and appronds 118 celegalion procsss on
A parndic DasE and tha st raview dals wag 0700 2022
Approval frrie have bean determined according to authonty
||

Compiied with.

The pasitions of tne Chairmean and fhe CEC are separatad
and periormad by two individuals

The chairmarn 8 a Mon-Executve Dimctor and the Chisd
Exgcutien Ofteer lunctioning & he exasativa in charge of
ihe daylo-day mansgemen of the Bank's operation and the
bhisnees

Howeesr, Chalrmman isectees 0 the eigaing ol agreemeits;
Bk, decds, and ol insiruments on il ol (e Bark
as per the decision of Board Crecd Committes meeding hald
on 30 Movemnber 2078 which g e el the sachen 3ol
ihe P36 Al

Complied with.

Chairman 15 an Ingepandeant Men-Executve Directorn, gnd tha
Bards has ot designeted any direcior as Senier Direcoor

Compiied with.

Anrral declarations melp o dandity suach eizlionships
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3(5)(I)

3(51(w)

3[a){wi)

&) wil)

S[B)(wiii)

H{5)(ix)

B(5) ()

This Bogrd Fan A sell- Svniushan DFOCEES Wi
tha-cRsrmmarn

{a) peovides Iraciarshin o tha board

ik

Tt

ansures Bat the board warke efiscivaly and
dischangas s responsixiibas. and

ic) Ensues that all key and appropriate (ssues
are discussed by ®1a board In & limety
MRARTa

& formal ppenda i orcalnied by the company
saootary aporoyed by the chairman

-

The Chalrmen answes though imaly
watymisson thal all directors ane proparky
brialed on issues arsang at board meslings

The Bowd Mas-a self-avsluaton process fhat
arourages all Arechors fo meke & il and
aciive contribution iothe bosnds affaire and
tha-charman A= e lead joact i ihe bes)
inferest o Fa Dank

The Boord as a soil-evaluabon process that
asses=as the cordrinution of non-asacutwe
CHalIHE.

Thix Cheairman @niages P-etimalies Inoiving
chfeal aupErEEen Of key inanagomenl
paronnel af ny ofer axeculve dubas
afiEtaneg

There 6 8 process oo mainkain afactiva
comrmunizancn with sharghoégers and that iha
wii of shaahclders are commuticated o tha
Bogrd.

The CEC fumchore a5 B0 apex axecifve-an
charge of tho daw-io-day managomand of the
Cans's ppofotoas ond Dusness

Regional Development Bank
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Cormplied with.

The board has esslusied ther performrancs Frough sati-
ESEEEEmET ProcesE

Complied with.

Thie apernda o gach Boad méating S prapansd &nd
citculaied oy the Board pacrelary in consaliation wilh e
Chgirrnan

Coamglbed with.

Wtiars to be taken up for discussions 0 Board Maatings ars
cenuatad with nobioe of tha meeting &1 least Vdaye prior 1o
ihisr mesatEng othar e 1hoss which e urgent manens,

Complied with.

Boand has asessed their eflectveness Sheough Seil
mssEssmant process

Complied with.

Board his ssaessed Mek eflscivenass Browgh Seif
EHEESETNAN [rOcess
Carmplied with.

Chairman ls a Mor- Execulive Difector. and he doas aol
ivecdye in sipareislon of Kay Managemant Parsonnal
direcily. Howewes, Chaiman irsives 0 The sigring of
egrasments, Bonds, deeds and ofher nasuments an behali
of e Bank 2= par the declzon of Board Credit Commilitga
miesting hald on 30 Nesembar 2018 which s a lina wilh e
aectian 3 af the PEE Aot

Complied with.

fix per the Pradeshiva Sanweardana Bank Act Mo of 2006,
Ioie es-officio members have been sppoinied repressmting
three sharaholdar Benks and (he Goneral Treasory
Tharsfore, hay act a8 4 chennel between [ha Board and
Sharehoiders

Complied with.

The CEC ig an-eweouthe oficer i crarge of aaysm-day
managamentof the bari cperation:
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3E) Board appoinied commitieas

HEKY The Bank has establshad ml wast four board
oormimilitees &5 et aul ln Direaiooe #Hajl), 3HE)
(i), A6 NI and 3060 of trese Dirsebons

Check that sach baard commiliea rapar &
addressed dirgsty to the Board

The board presents a repcet of (he perfomance
o each committes on s dutes ard mikes at the
Annul Sesaral Moating (AGM).

ABYIE})  Audit Commithes:
g} Cheimmeanof the Asdd Committes i@ an
icimpancient Mons Exncubive Cirmcdor
POSSREEEE qu:l-rr:a[-:ns SN0 EXparianca

Bl Allmembars of the committee are non
BXECUVE diIrecions

ck  Thecommritaa has made
recammendabana on matters in
connEcTiomn with

(1] the appoinimeri OF e axieral dusio
fior macli aorvicos 0 be provided 0
compliance with the rslavant stastes

{ily the mmplemantation of the Cantral Bank
guidsines S0 [0 misdnoes e dmdée
b Tameg

liF) tha ampliestior of the rslenvani
actoanbing standarda; and

[iv] tha-service parkd, suds teeand any
resignabion or disnissal o the audio:
prosicsd that the engegement of the
Audit parnar shall not excead ive
wears, and that (ke pasdicistar At
partmer o5 rol m-angeged ior tha
audil before e expiry of three yaara
Pream thes il ol the cornpleticn ol e
prAaug tarm,

di  Thecommettea has cblained
fepiEsanialinns an e eearmnil audiors
on thair indepandenca, and that the audi
i3 carded out i accordance with SLAus.

gh The coimmitiaa has implemeanted a
PalSy an i) °c] CIROErTEnT ol an axierms
audilor o provide non-audit services in
gooordance with raleysm TEEIUEI'H‘D"B

Regional Development Bank
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Comphed with.

The Bark has ssteblishad thae foliowirg Boand Suk-
Commibtteas which dinsctly seport 10 the Board as eat oul
1 Directicns MEN, JEHE0. 3065 (b and I of 1hese
Duachonyg

Haoard Audit Commities

doerd HA and Remrwneraton Commifiee
Anard Momination Commatles

Inlegraled A=k Managemant Committes

foriommance ropart on cach commithes on its Gutics and
e i inchuded inthe annual rapor, Ales, the Annual
Aapart & submited 5 the Anrcal Ganemal Mesting.

Tha Crairman of he Aadil Commitize wasan ndegendant
Sem-Exscubees Diresior who was appoinled dom- 2082
o eomiply wilh the Direction. Howavar, @ Man -isdesendent
Qireciorhas chaired from 28032082 o 207022
Complied with.

All marmioers of the commities @@ non- execulive dimctore
Mot Applicabla,

Ag par gecton 33 of the Pradeshve Serwandsr=a Bank Act
koAt al POE, the Audngd Ganeral I8 me asteenal auditer of
e Bank

Goyer e Audiler repEresenis Board Audl Conemiiles

oy M TEion and appboable Goyernment | Ciantral Herk
fudetnas wi chara issied loaudEors Form lime to ime ansd
Bl EwEn SCoouning standards e peind dscussed in e
meabngs

Mot Appiicable.

A pargeckon 33 of ha Pradeshive Sanwafds s Bank Aot
Mo 41 of 2008, Agditor Ganoral 15 e pxlormad meditor of the
Hark

ot Applicable.

Such a siluation has not arisen since Audior General (= the
AT of ®a Bank

82



gl

h

Thia commitias has ckecussad and
finalizac tha najure and scops 2l tha aud,
with tha estarnal @uditors in accordance
with SLAUS before the audt commencas

The commitiza as a process 1o raview the
financal information of e bank, m order
o moeator S integrily of the linenckal
statemanta of the tank, 2 svual report,
accounts and guarterhy raporis prapaned
for disclosura, and 2 process in place o
racalve from the CFD e foliowing,

1y mrEor judgmental areas

L} any cnemndes In accounting palicies
AN Cracicss;
k] the Qoing concesn assumpiion, and

diw) the complarce with rekvani
accounting etendards and alher =gal
requirements, and

v

~—r

In neapact of the annual lingnceal
siatamenis tha signdficant adjustmonts
ariging Imomn e sudit

Thez commuitizn bas mat the caomrnal
audilors ralating 1o any saue inihe
ahsanca of the exescutive managemeni
with redatian ta tha audit

Thecommition bas reviewsd the extemal
auditor's management Ietter and the
Frianggemant’ s fesponse Inerebs

Ther cormimulieg shalk ke e ellowrsg

slaps with recard bo e inlseral 2wdil

lurction of the bank:

| Hevew e aoegeeacy of tha ecops
Mg tinrs and resnirces of the Binesmal
auuk departmenl, and satsly itself
that the diepariment bas the nocassany
authoeity 1o carmy oub e sk

Il Review tna intermal audit program and
rERuErs ol e ineensl sedill orocass
ang, whers necessarny, ansurs [hai
approprigte aefions e laken an tha
recormimeandations of tha inksmes audi
departmant;

i, Revew any Bpprassal or sssassment
o the parorirance of s Desd-anc
genew stell members of iha intermal
audit departrneni;

Regional Development Bank
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Not Applicable.

Subssections (3 and {4} of Sedtion 13 of the Finanoe Act.
o 38 ol 189 give discietionary powens ot Auditer
Genaral fo gstarming the soope and exent of the Audi

Complied with.

The Board Audit Commitics Aeviews Quarterhy-and Annually
Financial Staternends of tha Bank coneldenna magr
adgrrente! arens, charges in accourting policies, rmlevant
agcounling standarcs and other legal eguiremants.

Further, Audited Financisls with the disclosures are
submikted o e Boerd

Complied with,

The comnmitias had two msetings wih e exdemnal auditor
without the exsouliva managemend,
Complied with,

Managemanl Latter for the year 2021 and [he nesponzes will
b rendawgd oy fha fortheoming Board Acadit Comrmittes

Compliad with,

Compliad with,

Aewipny of TRe internal Sadit program and mesurs of he
bernal audit procass and relevant recommendations are
made by the Board Audit Commities

Ex; F'n:grgss af the intarms audit program as st 31.05 2022
has been eviewed on BAC beld on 20.06.2022

Compliad with,

Appraisal of hi yeir 2022 of e ClA uncnons has baen

reviEwad by Ihe Board Audit Commitiee held on 15.08 2023,
sinee G has been aopainted on 27 06,2022
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k}l

m}j

1%, HEcOommend any agEosnimeant of
Teimirsation ol ha Paad . senion seall
miamars and oS rnn SordinG
aroridars 1o 5 rde il e tunetion

W Tra sormimiltes = appeaised ol

resignatins of senky skall inembsrs of

1he inkermsal awdie deparamem ineluding
tha chig! mtermal audior and any

Sultsourcad service pidyedlens, and o

orowide an ooporiunity o the resigning

saros stat members ang ouisouroad

sarviGe provioecs te-aubrmt ressons 1o

nEsianing

Thi péorenal aud® function is

D anlend af the acbvillaz i audn

Wil

The minulee te detarming wheather
e commithes kas considensd rmagr
fincings of inlarnal inveengabons snd
I'I'!.Er'IEI;IEFI'IEII'Irﬂ FAEIIED Phesiretia

Whethes the commaiaa has had at lsas
two rmeetngs with o exiernal audilces
TNt e sxscutive cfeciods Deing
pragant

Tha termrs of relerence of the commities to
angaie that thare iz

(1) =xplicl auhority o invesligaie Nk &ny
mattar within 129 e me of raferance

(Y the resounces which IE nesck 0 oo So;

fiiiy hull aooess o nfsrmasicn: and

LIvH-BUI oDy 0 ontam sxterng professonal
B GE and 2o indbe SuEsciers wiln
rafevant exparicnce o atlerd., i
MR ESSE Y

Thes coirimillee Nas mes, i @ast four [imes

AN mamignad minuies

The Bosrd hes dsclozed n tha annsal
rspord

details of the activibes of the audit
COITVTH] Fss

il

the number of audit aommites
miesstings baidd in e year, and

|Ii]

{iij details of atierdenca of each indivdual
director &t such meslings
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Compilied with.

I hix appointment was spproved by the hull board with the
recommendation of the Board Audit cormemittes

Compliad with.

Such asilualion has ool arEsn

Complied with,

imtamal auds funcrion &5 Indepenoent of the activities i
audilz, and major obanalons reporled io 1he Baard Audil
Committes

Complied with.

Thes major infernal udit findings and the managamenil
responges warg discusaed by the Audt Sommities and
necessany recommandatons ware mada

Complied with.

The comimifes has had one mseding willi e Exnernal
auditar wihow ne Executive Diresiors

Compliad with.

The: *Term of Helermeres”
hess mean

ol the Sudit Commities covers ol

Complied with.

Fiva commiias mastngs had bean hekd during the Yesr
2022 andd maintalned mines.

Complied with.

Detads of this actiiries, numies of sl commtas meetings
held, and catais of attendance are disclosad in tha annual
regart
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iplience during th

o The Secetary of he Comimings is he Complied with.
comnsTy sacratany or tha kead of the
inferteal Buolt function

a)  The “whstke blower” policy covess the Complied with,
process of dealing wilth

ey

Board Secratary iz ihe secratEry o tha Audd Commites

Hosrd approved “whistle blower” policy m o placs

i1 The impropaetas in inancial roporting,
irarnal conirol or athor matiers,

W} Iner=ebon 10 ) e comnetlea-shal
HIESUNE Tl FOper ar angements are
in place for the fair-and indepandent
iI'I'.'EEEIQEIil:II'I of S h mnibeee, &m0

il Appeopriate folloveup action

G  Does the following rules apply in relation fo the Human Resources and Remuneration Committee:
A The committes hasimplemamed 5 Complied with,
pobay 1o deterrmning the ramuneration
isarios, allowanoes and other financin!
paymenta) relsting 1o dractors, CED and
key meragament personnel of [he bank
oy raview of the “Terms of relarencs” and

Flermunarasion of Chreciors B oowerned by Publie Enteprise
Cepasiment Circutans: The Gommities has approved

a Ramuneralion poscy b daeterming the remaneration,
allossarce= and aiher Eancial peemenis relaring i Key
hanagsmernt persaana|

g S LT RS
Updated Remunersiion Policy s peading to appaoweal 'of jhe
Broumrid
b The gosis and fargats for the directors, Crractors ara Mon-Exaautve Diroglors, and they acf
CED and thi key mamagement pedsonnal | acoordieg o Board Chates, Boweyer, tha deelt documant ¢
are gipcumented, seiting goals and targets 1o the Board of Direciors will ba

subamitted 1ot resl BHHRC,

Complisd with.

Gioals and Targels for the Kay Management Personng! [KBP)
have been documanled ss Dar the annual budget end
saschiomal action plan or ther KPls
g  The Comimifes has congsdepsd Complied with.
gvaluations of the performance of the GEO
and ks managamant garsannel agalnset
ihe ael tegels and goals perindically
0 detenining tha basls lar ravising
FEMUNEREtan, BEnslis anil oiher paEnents
of paefnmmance-besed noenipaes

The pedormance of Key Managament Parsonnelz ens Deing
evaluaied by Board Human Besoece & Remunerabian
Garnmiings: Wik e parlrmancs svsluanon ol CRO, GO
and & who are angaged in e inclapandant funclions
are belng reviewed and evaluatad by relessnt Bosrd Seh
Commiitess
d}l  Tha “Tesma of rafzrence” provides thal Cormplied with,
e CED B ot presant al meetngs of the
committes, whan matters relating tothe
CED are being discuesad by reviesing Ehe

Thi CED e nol presect at maslings of ha comimities, whap
reatars relabng b the SEQ ame being discussed 25 per tha

At Erais i
FrmitiEes
3(Eiv) Doesthe lollowing rules apply in relation fo the Mominatlen Cammitbes:
Bl The comimelias tas impismearied a Complied with,

procecura i eslecteppaint new drectirs.

Th ¢ nis 1h &opoini i : g
CED and key Management pereonne & Board appoenis the CED, Appointmants of Diractors ae

rmadie by tha Hon, minster imtarees of the grovislons of FSE
Aot Committes saks e oreria b selectappomtipromets
ke Managpammant personnal.
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dj

23]

L]

HENv)

a)

b}

Thin Govmrret e has Corsidonid and
moommanded [or nod recommended) the
rE-encinn of current diecls

The commetlan bas sel the citaria

SUCh a8 l'.ll..iEI|I| ICAtns, Sxpensnce ano
ke afiribuies reguinen foe aeligibility

0 ba conadesad lor appointman| or
prciration 1o the post of CECL amd 1he key
rmanacermant porscnnel, by raview ol joh
deacnptions

The committes haa sotained from e
dimsctors, CEO and key mendgemsnl
nenssrina| ‘EIQI'IE'IJ deciaratians hal II'IE:,I
are M and proper persens o bold olfice as
speciiad n the critara geen in Directon
WA and 28 s cut n e Slalldes

This cormrretlen bas consmlend a formal
suteession plan for the retiring directors
and Eny managemen pelsonre

The Cormeniites ghall e chairad ony ar
Independant Dinschor and pralorably b
consbiuled with B |'|'|EI|I:IT||'.-'-ZI‘ Indapandant
Diraciors. Thi: CEQ may ba prisssnl at
meshngs by mvitEbon

Tho comrmetien sfall conses ol al leest
threa non-executive directors, CED and
kEy MMEnagemssnt perscnne supenssing
troad rick catagores, o credil. market,
gy, cpsrabional ano ilJ'ElE'Ql:C rsks
and Wtk wathin tha framework ol the
authority and responsibiliyy aasigred to the
CEHTTHIRE,

The comimities Rad & probess 0 A5=e88
all rigks, | &, cradit, markel, liguidity,
apsarabonal and BlrEII:'E'.'_.IIE rigEs b he baEnk
an a morhly Basis throwegh apgeaprinle
nek inckeators and I'I"'.!l'lﬂgEI'I"-E"l[
mnforrmation. n iha case ol subsdary
COMESMNaE &N d agsociale COMpanses, TiEk
Mt GEmen! ghall B done, talhon g
oank bass and group bass
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Mot Applicable.

Tha Hon. hMnistar appaints the Board of Dwadiors in
congullation with he Sacretary 10 the Tresawry.

Complied with.

The required qualification and gxpariancs 1 oo aligitde far
selegton (or the posts of Chist Exsoulive Officer, Deputy
Ganeal Managers & Aagicnal Ganeral Maraces hive boen
determined by Pradeshiva Sanwarndana Bank Act Mo4 ol
Z008. EllgitlitySeiacion enteria and gqualilicaicong o6 key
Menagament personned are determimad by tha Momination
Commiiies  Board

Complied with.

Declarabansg on fitnoss-and proonety of the Direciors ana
Hay Manegemen Personnal were cbiained and approved oy
the Bank Sdpervigion Deparment whech fave haen updaiad
by ihe Bark at tha changs of Posdions  Quslifizations.

Complied with,

Board approwed updated Succesalon Policy for the KMPs 8
N placa. The succassm aErrangemeanis e he Deweclis g
beng made thmoiegh Hon, Minsler 5 jorms ol PSS Acl

Commilbes has roviasmd he sescesson plan af KMPan
board nromination cormmities meating hed on 20,08 2022

Complied with,
An Independant Dirgclor has chaired the misptngs. Ag

per the TOR, CEC paricipatas 51 mestings by wwvitalion
Hoaperr, CEQ has partcipated af all meatings

Does the following rules apply in relation to the Integrated Risk Management Commities (IRBC):

Complied with,

The comurdtien consisis ol 03 MNor-Execuinvm Diraciors
Chisl Expcutive Officar znd A5EM-Rsk Management, Tha
Compliarca Dflicer allords masdings by invilalion

Complied with.

The commitiae BssesEaE rishs-and prepanes the raport

o 1":E:|- Rigk Indicalore of the Bars ana "I'r:'!l"l'“'li‘:.' OEEIs Oy
Agsistant Gietaral Manager- Risk and satmilbs it 19 the Board,
Alen, recomimendalions of tha IRMC are submitied lar ne
resta of Board of Direciors.: Furiher soma nsks heys bean
improsad refinctng the rse pooliks of the Bank
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M

ql

[§F

37)
7))

Tho commitiae bas raviessd sgaoilic
guaniiaise and qualtabke rish limgs bar
all manapement level committass such as
the cradil commitloe erd the assal-libility
Comerallesis; & 1epor aimy rEs mdisalais
peeriodicady

The commitiee bas roviesed and
annaxcinrad &l risk ndicators which have
gort Bipond the spacdind quanialive
and guiadilahya risk imika

How many limes e commilies has met al
=gl l:|u.'="||.=r1-||

The corrmimee Fas revissad and aoopied
& barmial documeniad dsaiplinary

action protedurs wilh regeed o aficens
resnonehle for failure o identiy spaciic
rigks.

Tha corvnifiae suErnhs & risk assessmond
report wilhin 4 weaes of each mesing
AR Boaid seskng e bosnd's v,
COnGUence andior spectlic deections.

The commililes Fas esiablished o
complarce funchion o assass (ha Dank's
compiarce with laes, reguations
regulaion: guidseines, imernal coninses and
approed podicas on all areas of businass
aperatians and that there i 0 dedicalad
cumpiance ollicer seleciad Irom key
Mmanagemenl pecadrmal o camy oul s
corpiancs MUnchHn and repo i he
COFTTTIIIEE ey rﬂl-ﬂ-llt”r.

Redaled parly transactions
Thara iz a astabished and docuwrnanied

process By the boand 1o auoed sy fordlicts ol
ingrag! Tat may arige from any mnesckan ol
b bark kR any parson, aod parkcutacky with
Iha fobowing caktagaoras of pereano who shall ba
considemmd ae “reldted partas” ol (he purposes
ol Bz Direchian,

Regional Development Bank
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Complied with.

Meeting minutes and specific quantitative and qualitative

risk of the Assets and Liability Committee (ALCQ),
Management Committee, Operational Risk Committee and
Operational and Premises Committee were reviewed by

the BIRMC to ensure adequacy and effectiveness of committee
operations.

Further, the cormmities dverseas thell parfommance and
Lresnazhymeark basad on thie commillée-chaes o T of such
COmmileas.

Complied with,

Maporie an ey Mgk Indicalors wess s by The
commitlEs

Compdied with.

Tho cormmittes has met Od4 limes duing the yoar 20282
Compdied with.

Thea fermal duciplinary code 5 in plece, The cammiitas
hag 1ewen dacekng retaling 1o isky muties through tha
commillse papee Howssar Thors ara not any anifigd
ewenin lor the wear 2022

Complied with.

Fapor on the Key Aisk Indasiors of e Bark 8 prapased on
a manihly. banis Dy AEN- R ol Tha Bank and submittai at
Ihe wery nest Boand "I'IEE'L'I'IQ Furnar, miralas af s IRRC
I":'H:t'llll'lQE ars Tuneredted 10 the Beard

Complied with,

the comaliance lunclion of the Bank |s hasged oy the
Coregdarce Oflicar wha 15 & KWF ol the bank end-a
CORTRHENDS ek ERgessmen] repiodt 18 suhimditen to BIRAG
penndically by 1he Compliance Ofticer

Complied with.
Bosrd appeovesl poicy on Bslsted Pary Transachon which
WaEE updated In waar 2022 is ausiahla
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A Any ol e Dank's sulsidiay companses
D, Any of the Danks associale companies;
Any ol tha draciors of tha bank:

. Any ol the bank's key managarmen
DEFSonnel,

s

A glase ralalion of any of he bank's
dirgoiors o kay mansiemaent porsonmal;

1 Asharghidar awTing & makanal infarest n
e Bank:

g A conceen in wihich amsof thiz bank's
direclors o a clogs relation of any of the
Dank's dirsciors or any of s malaris
shareholdars has & substantal nkeragt

These iz & propess to dentily and epar the

ellowing tvpes of Irmnsachars baon idantifiod

A8 Trenaachons wilh relsted partas 1hal e

oo e |.'|'||' Ihig Cerastion,

3] Thegram of any tepe of accommodation,
ag defined in the Manetary board's
Dirmcliors an maEximum amound ol
ACOTTITICRa N

o) The cregton ol any labiiiee ol e hank
in k= form of deposits, Eorrowings and
imeEgbments

JTHil)

&) Thir proviskn of oy saracos of o Bnancal
or nor-imancal nalure provided $odha
Baank o facessay from The Danh.

oy The greation or maimenancs of reporing
lines and miormation lows betssan
the Gimnk and amy related parlies which
may kead o iha sharing of potantially
propriatary, confidential or obrerwes
s=naltve Intcemation ihat may give bansdls
ke such redaled pasies

Dnizs (b’ Board hives i procdss 0 ansure Pl
& Dank ooes nol angacs m fransactions wakh
felatar partsas as delvad o Dechon 3(7)

{1 abowe, inE manar Bar woukal grani such
partes “more favareble restmend” e thad
accordad 16 alber constitues ol the Bank
CEMYING on e sams Dusiress

A(THi
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Tranzactions belougng 10 related parias Can e captorad
theough & sysiem wsng ihe M Desed on hed declaralions

Complied with.

Aelated Party Transactan Pdioy which was updalod in
2022 gnd approved by Board iz in placs. Relatsd party
pransAacions can e idanil=c baged on declaranane
providad

Complied with;

Accommodabion granibed o direciors, their gloso rplations
and any concame, shall be sanctoned at a mesting of the
Boerd of Direciong with ol less then two tirde of he numie
af dirschure conatiufing tha Boand

Bank hes iImpemanted process o moniior Befated Party
Trarsactons which = mariteed by Complismee Olissen
and compliarce sials mescalad m b complianog rpxod
I submited to the BIRME by guartarbdannually from
.01, 202

Har his not granted the mone Tavorpde reatment b any
related partas durmng ihe yaar 2022
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m)  Granbng of “lobal ned accommaodagion”
o relzled partas, SrCeEalng a F"‘I.."j'E"'“
percantEgs ol the Bank's ragdatory
capital, as determinsd by the board: For
owrpaseg Al ths sub-directiaon

. “Egcomnmodation” shall mean
sccommodaton a5 dafined in
b Bankmig Act Dinssbans, b7
of 2007 on Maximum Amount of
A poormmodabon

Il The “tolal nel accommedalion” shall be
computed by deducting from 1he el
Actonmmodalon, he cash collateral
Bl ivestmeEnts made by siech rélaiso
parkas in jhe banks

i, Skhare capial g gen Imsrumants
wih @ rrmburily of 5 yeaes o momn

B Chargmg of o lowar rabeoal intmast then
ihe bank’s oest kending rale or paying
mexn {han (he Dank's daposil tate fora
compaabds transachon with an urrelatad
COTEIATAENE by

0} Prading of prafemaniial treatmant. such
a5 laworabis arms, o nog trade lngsas
andior WaIVng rEEE.'E-:‘"'INIE:EID"&. hat
axlend .‘."ll':"g"':ll'll:l he Bnmse Q’E!'-T'E'ﬂ n he
normal course of businese undertaken with
unressied parlies:

i} - Prosding senites 3 or meoening: Sarvices

irom a relaled-party without an evalustion

ErCoirm,
il .'l.-'lna'll,;_mlnu fispsaring lires and niormalicon

fiowis 1hat may kead 1o sharing poteniially

PropeielnTy, cordidanbad o atherais

sensilive mlarmatan walh ralalad parsas,

sncnpl as mouined e ihe potlormanoe of

|Eg.r.l."'|13|E dulieg and Fumsciong,

3TMlv) The bank hes a process 1or grantng Complied with.
accommodatan io any ol (ke dirscions and
key rmanagemant pereasnnel, Bnd that eusch
aocommodabon & sanctonad & a maating
af ig board of direclore, wih nol lesg ihan
peso-thinds of the number of deectors other than Accommodabion grivrded o KMP's 15 sancioned By fnlevanl
the directar conearmead. voblna in fawai of such authorily levale ot the bank bassd on circasar QI.“EIE""'I'EE
= izsued relsting to the siel bans,

Palicy poeirs this moumamant and no suech sigasions have
baen raporied duning the vear in relalion to Direciors.

accommodatan

Thiz acopmmodation ba secusd by such
gacUrly &5 may 1om tme 1o time be getermingcd
by trma WonElary boand as weall

Regional Development Bank 89
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7))

ATy

i)

ap  The bark ks & procese, whare amy
accammodaiion has besn granied by a
bank 1o & paraon or & cloea relafion of

B pErEon oF I0any condern in which Ba
persci fas & substantial inbarest, and sueh
peErn o sty appoined as a
direcior of the bark, thal steps fawe boen
Laken by thie Bank fo obiain the nacessany
sRcurty &5 may be spproved for that
purposs by the hManalary board, within
O aar frann the oate of appoiniment of
ey mimrson ms a8 direcior

wiEne Sueh sacurily & mel providad by
iha persd G5 prowsded in Deechion 3T)
(wita) shove has the bans 5ken seps 1o
Teodwarany amaoun due o0 ascount of any
socormrnodation, togather with intersst, |l
ay, withe he pencd specitlad attha tma
al ihe geanl of aceominadation or 48 fe
expary of & pariod of sightesn months from
1hea dale of appoinment ol such dirsscis
whichever iz earlier

Thesa & a process o konily sy Dracior
winc Tas 0o Corrgaly st thes above suly
direclions be desmed o have wacabted
e offics ol Dheclor &nd hes i Bank
disgiozsad such fages o tho puohc

The process m plece o ensurs okesss
4P ) i) does not Bpply o any
direcion whi at tre lime of the grant ol
e docommadaton was an ampknss ol
tha bank and the accommodastion wos
grantad under 5 schama spploabe o all
emplayeas of swuch Denk.

There s @ prooess i place o slenkily when

the bark grants amy accemmodehon or “mons
teworatle treament” 1elading 1o the waivar of
fass ArudfOr CommHSEOnE o 2y amplyes of

a close mindion of such emploves or ooany
concarn in which the enployves or close relaion
hes a substaniial nlesssl ofmar than on thea
basis of 2 Eoheme applicable o the employess
ol such bank or when seosed by secunty as
mey be approved by the Monstary board n
respect of accomrnndation granied &y per
Direction 37 iv] soove.

There ie 8 process 1o otHen priegr approval from
ihe Maniory board for ey aocormmodation
granled by a bark wndar Duactian 30 7)

W) and 7] st nor any part of sech
mooommedsiion, nor amy nterast gua theraon
tizen Emitted withoul the pror apoeyal of the
Mioredaty boand S arne remiesion without such
approval & yoin and has no effecd

&l

=

i
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Complied with.

The Boerd approwad pobicy on Helaled Pady Transsction o
Coyer s requimrenl

St a siluanion has ool ansen curing the year 2022

Sk & siluainon has rol arsen, However, 1he ahose pokey
coars this mouiremnani

Such a situation hae oot arm@en. However, 1ha abosa goley
il s ficpul risrrsisl

Such g silualion has rob arsen, Fowevenr, the above polcy
covere ihis raguiremen

Complied with.

Ancommodation granted o Direciors, their closs welations
and any concarnsg zhall ks sanctipnad 5t a8 '“E'E'ilng ¢ e
Boerd of Direciors with not less than bwo thircs of the number
ol diresors EI:II'ISI-Tl.ITiI'lg thix Boand

Apcosrmmodatbon granad o KMPE s esrctoned by relesant
authorily ievets of the Derk Basesd on eirtkar guidelines
isgued refating te the stolf lnans

Swach a pitualion hee mof ansen and the updatad policy for
it year 2OFF covers this Boueamen

90



I The bosra nag mackes:

ra) Anresl gudecd Tranc s staiaments
prapaied and pablishad n accondanog wig
1he lonmals preseribed Dy The supervisory
end feguiatory aulhorities and ecpksabla
Eﬂn"_“-""_uﬁlll'l:] arardards, snd that mech
qrarames s FILI:I.'IIEi"IL’IIj I e MEWSHEpars
in an abndged lorm, in Sinhalz, Tamil and
Englst

thy Charety financinl statements ane preparsd
gnd published inihe NErySpapens iran
garadgad form, i Sichaa, Tamll end
Englsh

Complied with.

Annual audiea financial sawemanis ars Fropaed and
paiblishsd m gocordanca witn thsa toemnal prasoncad By
thi suporesory and reguloory astnorises and opplicabis
accounting standormis. Those Statements ara published .
thia newsoapars in ah abnadged farm, in Snhals, Temd and
Eng!r&l.

3(8)(ii)  Check that the board has made the following minimum disclosures in the Annual Report.

a}  The stalesnent 1o the efect that the
armua! audiled fnanclal slatements hava
Csen prEparsy n lirg s apEEic et
BHEU'-M"Q glznpanza gl "'.g'.l'il.'.-'.‘f'."
renuwrsTEnie, inclesye al specifs
aECioaurEs

b  Thamapor by iha poard on the pank's
imterral oesmbrod mechanom that confrms
that 1h Fnarcing raporiirg systorm has
tien designed o provide reasonable
aszurence regarding the reliabilby
al lirancial repcrting, and thal tha
[rEpEraion of Mrerncisl sielemmests o
autarnsl purposes has bean dora in
ACCorianGs with malgyant accauntng
prnCipics and rogulsony reguircments:

CF Tre Ddand has ciEpined e eslern
audiors repgor on e ellecivenass ol o
nlarmal contral s hansm redemed 100
Curgctian S o) abave

d)  DaiallE of drecrels, ndluhng names
gualficaions, ape, experanas fulilling ne
retu remanie of 1he guadelna tinaag and
propriety, tansactons wilth e Bank and
ghe bobal of Ieesfemuneration pakd by the
Cxane

By Tola rel aocormmodEien as oelined In
AT} gramtod 12 aEch catggany of mlases
partips: The mat asoommadation graried
wopach category of relolod parlies shod
also he disalosed as a peroentage of the
mank's raguiatory caninl
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Complhed with,

Trar nme ro 22 o fhe Finnncsal Shatamerés disolose that 1he
Fmarcial Slalemen s have e piepared in sccordance
with S Lenka Aczowning standards in complianoe st ile
nécimiment ol s Banking Act o 308 1958

Complied with,

Fegart of the Inemal Conral Bysemn Ovar Francial
Fapariing ie given undar ha Terectera’ Satamant on
Inbarnal Coaningl™

Complied with.

The Beok has ob@ined 8 gertificats on the Effactivenazs &
intarral Conmnole owar Fnargis! Rapoming from tha Audioe
Ganeral

Complied with.

Catais ol dirsctors, moluding namas. qualificatons, and
erpenianoe of tha Board of Coregiors have been disolosad
ungsr profias of Bognd of Disciors

Furttar, Foce f ramunerzions pall o tha Boand of Clreglors

hewa tean disciosed noge 5o, 14 of the Fmansis! Salemenis

Al eapeas e b KPS an cinge famdy mesmbers hes hesen
disoipead under nofa no.3d of tha financin! sElemants
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g

The gggregale waiuss of remunsranon
paid Dy lhie banh o i key rranageman
parsonne] B e sggregate values ol
the sramsactons of the bank with 155 key
mansgement perecnnal, et out by brood
caiegories such as eruneration paid,
accomrmodation gramed and deposits ar
triveatments mschs in e Sans

I'rez Board Fae oblaned the extamal
eudilor's rsport on the comoliarce with
Corpofaie Gouernantae Dechons
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ATTENDANCE OF THE BOARD AND BOARD
COMMITTEES
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ANNUAL REPORT OF THE BOARD OF DIRECTORS

General

The Directors of the Pradeshiya Sanwardhana Bank (PSB)
take pleasure in presenting their Annual Report on the
affairs of the Bank, together with the audited Financial
Statements of the Bank’s thirteenth year ended 31t Decem-
ber 2022. The Report also conforms to the requirements

of the Pradeshiya Sanwardhana Bank Act No. 41 of 2008,
Banking Act No. 30 of 1988 and Directions on Corporate
Governance. The Bank was originally established in 1997
when seventeen Rural Development Banks were merged
into six banks namely, Rajarata, Ruhuna, Wayamba, Uva,
Kandurata and Sabaragamuwa Development Banks. These
six Provincial Development Banks were further merged in
May 2010 as a National Level Development Bank and named
the Pradeshiya Sanwardana Bank (Regional Development
Bank or PSB). PSB was established under the Pradeshiya
Sanwardhana Bank Act No. 41 of 2008. PSB is a fully state-
owned national level Bank with the objectives of empow-
ering the living standards of the rural masses by providing
them accessible and affordable financial services that in turn
would contribute to uplift the rural economy.

Principal Activities

The principal activities of the Bank are to facilitate the
overall economic development of Sri Lanka by promoting
the development of agriculture, industry, trade, commerce,
livestock, fisheries activities and empowerment of Sri
Lankan’s mainly by granting financial assistance to Micro
Finance Institutions, women led enterprises and Small and
Medium Enterprises.

Vision, Mission

The Bank’s Vision and Mission are given on page 4 of this
Annual Report. The Bank maintains high ethical standards
inits activities whilst pursuing the objectives stated under
the Vision and Mission.

Going Concern

The Board of Directors is satisfied that the Bank has
adequate resources to continue its operations in the
foreseeable future. Therefore, we continue to adopt the
going concern basis in preparing the Financial Statements.

Financial Statements

The Financial Statements of the Bank have been prepared
in accordance with the Sri Lanka Accounting Standards
(SLFRSs/ LKASs) laid down by the Institute of Chartered
Accountants of Sri Lanka and complied with the Banking
Act No. 30 of 1988. The Financial Statements of the Bank’s
thirteenth year ended 31st December 2022, are duly signed
by the Chief Financial Officer, Chief Executive Officer and
two Directors of the Bank, are given on page 119 and

form an integral part of the Annual Report of the Board of
Directors.
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Directors’ Responsibilities for
Financial Reporting

The Directors are responsible for the preparation of the
Financial Statements that will reflect a true and fair view of
the state of the affairs of the Bank. The Directors are of the
view that these Financial Statements have been prepared
in conformity with the requirements of the Sri Lanka
Accounting Standards and the Banking Act No. 30 of 1988
and its amendments.

The Directors’ Responsibility Statement appearing on page
111 of this Annual Report describes in detail the Directors’
responsibilities in relation to the Financial Statements,
which forms an integral part of the Annual Report of the
Board of Directors.

Auditor’s Report

The Auditor General carried out the audit of the Bank for
2022, the audit was carried out throughout the year. Issues
identified in their report were submitted to the management
regularly for prompt action. Having confirmed the accuracy
of the financial reporting, the Financial Statements, together
with the necessary data and information, were made avail-
able to the Auditor General for examination. The Auditor
General’s opinion on the Financial Statements appears on
page 114 of this Annual Report. As a regulatory supervisory
body, the Central Bank of Sri Lanka carried out a periodic ex-
amination of the records and affairs of the Bank to ascertain
compliance with directives issued by the Central Bank of Sri
Lanka. It also determines whether required financial indica-
tors are being maintained at the necessary level so that the
interests of the stakeholders, particularly the depositors, are
safeguarded.

Significant Accounting Policies

Significant accounting policies adopted in the preparation
of Financial Statements are given on pages 126 to 139.

Directors’ Remuneration

Details of Directors’ emoluments paid during the year are
given in Note 14 of the Financial Statements.

Future Developments

An overview of future developments of the Bank is

given in the Chairman’s statement (pages 10 to 13), the
General Manager/ CEO’s review (pages 14 to 17) and the
Management Discussion and Analysis (pages 36 to 69)

Review of Business Performance

A review of the Bank’s performance during the financial
year 2022 is contained in the Chairman’s statement (pages
10 to 13), the General Manager/ CEQ’s review (pages 14 to
17) and the Management Discussion and Analysis (pages
36to 69). These reports form an integral part of the Annual
Report.
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Financial Results

The Bank’s financial and operational performance is given
on the General Manager / CEO’s Review on pages 14 to 17
and in the Financial Highlights on pages 8 to 9.

Stated Capital

The total shareholders’ fund as at 31.12.2022 is Rs.16.2
Billion. The Stated Capital contributed by shareholders at
the end of year is Rs.8.22 Billion and their percentage of
shareholding is as follows.

M. Genaral Ipasuary 501,541 073 o
02 Bank of Cavkrn |6 448 4458 3
03 Peoples Bank 16 447 445 ;)
04 Matonal Savings Bank 16,452 126 3

Total 551,200,005 100
Income

The gross income of the Bank for 2022 was Rs.36.20
Billion. Details of the income are given on page 141.

Taxation

The Bank contributed Rs. 2,940 Million by way of taxes
and levies to the Government in 2022. This consisted

of Rs. 1,301 Million of Income Tax, Rs 1561 Million of
Financial Services Value Added Tax and Rs. 78 Million

of Social Security Contribution Levy. The Income Tax

Rate applicable on the Bank’s operations is 30%. It is the
Bank’s policy to provide for deferred taxation on all known
temporary differences under the liability method.

Property, Plant & Equipment

The total capital expenditure incurred by the Bank on the
acquisition of Property, Plant & Equipment, Leasehold
Property and Intangible Assets during the year amounted
to Rs. 210 Million (2021 Rs. 326 million), the details

of which are given in notes 24 and 25 of the Financial

Statements on pages 152 to and 158 of this Annual Report.

Events After the Balance Sheet
Date

There have been no material events occurring after the

balance sheet date that require adjustment to or disclosure

in the Financial Statements.
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Outstanding Litigation

In the opinion of the Directors and the Bank’s lawyers,
outstanding litigation against the Bank disclosed in Note 41
of the Financial Statements will not have a material impact
on the financial position of the Bank or its future operations.

Capital & Reserves

The Capital and Reserves of the Bank including retained
earnings consist of the following:

Slatad Capital & 221,864 545 %47 229 930
Stantory Resene

Fiind BAS 247 A%E FYETTE 193
Special Rezere

Fiind 6049 £33 194 B32 168 481

General Rezerve
Fund
Ratminad Earmings

Talal
Dividends

In view of marginal operating results of the year 2022 and
capital shortfall, the Board of Directors have not approved
adividend distribution out of profits for the year 2022.

3,569,591,213
2,889,785 537
16,226,127.375

R A P R
2 A36 495,500
15, 3003.322,.327

Board of Directors

The Board of Directors comprises 11 Members including
the Chairman. The Secretary to the Treasury appoints the
Chairman and the other Directors, while four Directors are
nominated by the shareholders representing the General
Treasury, Bank of Ceylon, People’s Bank and National
Savings Bank. The following are the names of the members
of the Board of Directors whose brief profiles appear on
pages 20 to 25 of this Annual Report.

Mr. M. Mahinda Saliya - Chairman

Mr. K. Raveendran - Non- Independent /
Non-ExecutiveDirector

Mr. W.M. Karunarathne - Independent /
Non-ExecutiveDirector

Prof. HHIMW. Ariyarathne Herath - Independent /
Non-Executive Director

Dr. Nirmal De Silva - Independent / Non-Executive Director
Mr. Lalith Abeysiriwardena - Independent /
Non-Executive Director

Mr. G.A. Jayashantha - Non- Independent /

Non- Executive Director
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Mrs. Hiranthi Karunaratne - Independent /
Non-Executive Director

Mr. M.S.S.S. Fernando - Non-Independent /
Non-Executive Director

Mrs. Krishani Narangoda - Non- Independent /
Non-Executive Director

Mr. W.A. Sarath Kumara - Non-Independent /
Non-Executive Director

Resignation of Directors
Dr. Nirmal de Silva - Independent/ Non-Executive Director,
Resigned from 04.04.2022

Mr. M.S.S.S. Fernando - Non- Independent / Non-
Executive Director, Resigned from 29.07.2022

Mrs. Krishani Narangoda - Non- Independent / Non-
Executive Director, Resigned from 22.12.2022

New Appointment of Directors
Diracior Appainbment Dale
26082022

LR Pl v

Mr. WA Sarath Kurnera
Mr=. Knshan Narangoda

Board Sub Committees

The Board of Directors of the Bank while assuming

the overall responsibility and accountability has also
established the following Board Sub Committees to
ensure conformity with Corporate Governance Standards
of the Central Bank and other statutory compliances.
Board Secretary acts as the secretary of all Board Sub
Committees. The composition of Board Sub Committees is
as follows:

Board Audit Committee

1. Mr.M.S.S.S.Fernando (Chairman of the Committee)
(appointed on 28.02.2022)

2. Mr. W.M. Karunaratne

3. Mr. Lalith Abeysiriwardena

4. Mr. G.A. Jayashantha

5. Mrs. Krishani Narangoda (appointed on 20.06.2022)

6. An Audit Superintendent of National Audit Office

7.Mr. C.L.C. Muthubanda - AGM - Internal Audit

8. Mr.J.Priyashantha - Chief Internal Auditor (from
29.08.2022)

Report of the Audit Committee is given on page 102
and forms a part of the Directors’ Report.
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Board Integrated Risk Management
Committee

1. Mr. K. Raveendran (Chairman of the Committee)
2. Prof. HMW.A. Herath

3. Dr. Nirmal De Silva (resigned w.e.f.04.04.2022)

4. Mr. G.A. Jayashantha

5.Mr. AH.M.M.B. Jayasinghe - GM/CEOQ (from
25.02.2022)

6. Mr. Sumeda Edirisuriya - GM/CEQO (Covering up of
Duties) (from 05.09.2022)

7.Mrs. H.M.N.M. Herath - AGM - Risk Management
8. Mrs. T. K. Wijeratne - AGM - Compliance

Report of the Integrated Risk Management Committee
is given on page 103 which forms part of the Directors’
Report

Board Human Resource and
Remuneration Committee

1. Mr. M. Mahinda Saliya (Chairman of the Committee)

2. Dr. Nirmal De Silva (resigned w.e.f.04.04.2022)

3. Mr. Lalith Abeysiriwardena

4. Prof. HMW.A. Herath

5. Mrs. Hiranthi Karunaratne (appointed on 21.11.2022)

6.Mr. AH.M.M.B. Jayasinghe - GM/CEOQ (from

10.02.2022)

7.Mr. Sumeda Edirisuriya - GM/CEO (Covering up of
Duties) (from 05.09.2022)

8. Mr. D.K.S. Serasinghe - Chief Human Resource Officer

Board Nomination Committee

1. Mr. M. Mahinda Saliya (Chairman of the Commitee)

2.Dr. Nirmal De Silva (resigned w.e.f.04.04.2022)

3. Mr. Lalith Abeysiriwardena

4. Prof. HHMW.A. Herath

5. Mrs. Hiranthi Karunaratne

6.Mr. AH.M.M.B. Jayasinghe - GM/CEOQ (from 10.02.2022)

7. Mr. Sumeda Edirisuriya - GM/CEO (Covering up of
Duties) (from 05.09.2022)

8. Mr. D.K.S. Serasinghe - Chief Human Resources Officer
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Directors’ Meetings

The number of Directors’ meetings which comprise

Board Meetings, Board Audit Committee Meetings, Board
Integrated Risk Management Committee Meetings, Board
Human Resource and Remuneration Committee Meetings,
Board Nomination Committee Meetings and the attendance
of Directors at these meetings are given on Corporate
Governance Report pages 93 to 94 of this Annual Report.

Directors’ Interest in Contracts

The Directors did not have any direct or indirect interest in
contracts or proposed contracts with the Bank during the
year under review

Related Party Transactions

The Directors have also disclosed the transactions, if any,
that could classify as related party transactions in terms of
Sri Lanka Accounting Standards (LKAS 24) Related Party
Disclosures, which is adopted in the preparation of the
Financial Statements. Those transactions disclosed by the
Directors are given in Note 38 to the Financial Statements.

General Manager/Chief Executive
Officer

The General Manager is the Chief Executive Officer of
the Bank and is appointed by the Board of Directors. The
General Manager has the right to be present at, and to
participate in the meetings of the Board.

Human Resources

The Bank continued to develop and maintain dedicated
and highly motivated employees who are committed to
creating sustainable value through high-quality service.

Operational Excellence

To increase efficiency and reduce operating cost, the
Bank has ongoing initiatives to drive policy and process
standardization and to optimize the use of existing
technology platforms

Environmental Protection

The Bank has taken initiatives to safeguard and enhance
the environment which is vital for sustainable development
and growth of the Bank. The Bank has not engaged in any
activity that is harmful or hazardous to the environment
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Statutory Payments

The Directors, to the best of their knowledge and belief, are
satisfied that all statutory payments due to the Government
and in relation to the employees have been made on time.

Risk Management Internal
Controls and Management
Information System

The Board of Directors assumes overall responsibility
for managing risk. For this purpose, the Board of
Directors has instituted and implemented an effective
and comprehensive system of internal controls and
management information systems in the Bank. Internal
control systems have been re-designed to mitigate

the risks to which the Bank is exposed to and provide
reasonable assurance against material misstatements
or loss. There is an ongoing process for identifying,
evaluating and managing the risks that are faced by
the Bank. The specific measures taken by the Bank in
mitigating the risks are detailed on pages 60 to 69 to this
Annual Report.

Directors’ Statement of Internal
Control

The Board has confirmed that the financial reporting
system has been designed to provide reasonable
assurance regarding the reliability of the financial reporting,
that the preparation of financial statements for external
purposes has been done in accordance with relevant
accounting principles and regulatory requirements. The
above report, which forms an integral part of the Annual
Report of the Board of Directors, is given on pages 109

to 110. Board has obtained an Assurance Report from

the Auditor General on Directors’ Statement on Internal
Control, which is given on page 107 of this Annual Report.

Corporate Governance

In the management to the Bank, the Directors have placed
emphasis on conforming to the best corporate governance
practices and procedures. Accordingly, systems and
structures have been introduced / improved from time

to time to enhance risk management measures and to
improve accountability and transparency. A separate
report on corporate governance is given on pages 73 to

92 for which the Board has obtained a Report of Factual
Findings from the Auditor General.
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Compliance with Laws,
Regulations and Prudential
Requirements

The Bank has at all times ensured that it is complied
with Pradeshiya Sanwardhana Bank Act and all other
applicable laws, regulations and prudential requirements.

Auditors

The Auditor General carried out the audit of the Financial
Statements of the Bank for the financial year ended 31st
December 2022.

By the order of the Board

3

Thilani Rajapakse
Secretary to the Board
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BOARD HUMAN RESOURCES AND
REMUNERATION COMMITTEE (BHRRC), BOARD
NOMINATION COMMITTEE (BNC) REPORT

Introduction

Pradeshiya Sanwardhana Bank (PSB) is required to
establish Board Sub-committees to report directly to the
Board of Directors in terms of the Corporate Governance
Practices and the directions of Central Bank of Sri

Lanka (CBSL) as set out in the Directions 3 (6) issued to
Licensed Specialized Banks in terms of its Section 3(6)
(iii)and (iv). Two separate committees were formed with

the composition of the Board of Directors, namely Board
Human Resources and Remuneration Committee (BHRRC)
and Board Nomination Committee (BNC). Responsibilities
were assigned to the two committees within the scope
defined as per CBSL directions. BHRRC and BNC function as
two separate committees as per defined Terms of Reference
(TOR) with effect from 27t March 2017.

The scope of BHRRC includes,

e Determining the remuneration policy relating to
Directors, Chief Executive Officer (CEO) and Key
Management Personnel (KMPs) of the Bank.

e Setting goals and targets and evaluating the
performance of the Directors, CEO and the KMPs
against the set targets and goals periodically.

e  Guiding and advising to devise human resource
strategies and policies linked with business and
functional strategies of the Bank.

Make recommendations to the Board relating to
the matters, proposals submitted by the Human
Resources Policy Committee.

The scope of BNC includes,

e Defining qualifications, experience and key attributes
required for appointment or promotion to the post of
CEO and the KMPs.

e Implementing a procedure to select/appoint new
members to the Board Sub-committees, CEO
and KMPs or reconsider their reappointment and
the extension of the CEO and the KMPs on the
performance and contribution made by them towards
overall objectives of the Bank.

e Ensuring that Directors are fit and proper persons to
hold office as specified in the criteria given in Direction 3
(3) and as set out in the statutes.

e Considering and recommending from time to time,
the requirements of additional/ new expertise and the
succession arrangements for retiring Directors Key
Management Personnel.

These two Committees make their recommendations
for approval of the Board of Directors

Composition and Meetings

Board Human Resources and Remuneration Committee
and Board Nomination Committee meetings were headed
by Mr. M. Mahinda Saliya - Chairman.

Six (06) Board Human Resources and Remuneration
Committee meetings and Four (04) Board Nomination
Committee meetings were held during the year ended 31st
December 2022.

Chief Human Resources Officer shall present all the papers
through General Manager/CEO with background and
other related information and analysis to enable committee
members to derive at decisions.

The Secretary to these Committees is the Secretary to the
Board.

Division or Unit heads are invited for opinions on their
respective functions as when required.

The General Manager/CEO shall be present at all meetings
of the BHRRC whereas GM/CEOQ shall be present at Board
Nomination Committee meetings by invitation.

The quorum for a meeting of each committee shall be two
Independent Non-Executive Directors. The Committee
shall meet at least quarterly. The committee members were
changed during the year and attendance details are as
follows:

Board Human Resources and Remuneration Committee
Members;

Nr. . Mahinda Saliya - Chairman ORI
(Apported wai February 26, 20200

Cr Mirmal Da Silva - Chirecior (Fecaned 1T
waf Apmd 0, 2007

M Lahth abaysiriwsndenss — Lhiracior TR
(Appoied we i February 26, 20200

Prof. H.WMWA. Herath — Direclor 0af0e
lappnmied wa T February 26, 20200

Mra. Hiranihi Kasurarabns - Directon n2H2

(Appoirted wea T Movember 21, 7022}
Mr. P. 5. BEdinzuriya - Ganeral Manager!
CEO (Coverning up Duties)

hra R M T RajEpakes — Bogand Socreiany
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Board Nomination Committee Members;

Attended!

Efigibia

Wi M Mahinda Salva — Chainman

[Appomnted w.e F Fehruary 28, 2080 o404
Or. Mrmal De Sitva - Direcior (Ressgned

woat Apnl G 2023 g
Wi Lalith Abeysiriwardena — Direcior

{Apponted wal February 26, 2000) 0
Prof: H M WA Hargth - Direcior

{Apponted weal. Febriary 28, 2020) 1014
M=, Hirarthi Karunarama - Dirasior

[Apponted wal Febmary 10, 2052 30

Mr g I,:_l'!'r!‘iu,urg,-ﬂ Ganaral Mananar!
CEQ [(Cosverng up Dheias)
Mz A M T Rajapaksc — Boasd Soorotary

Summary of Activities

In August 2021, in view of the resignation of Mr. K.E.D.
Sumanasiri - Board Director, it was decided to appoint

Mrs. Hiranthi Karunaratne - Board Director as a member of
the BHRRC.

The Secretary to the Committees submits
recommendations with the minutes of the meetings

of BHRRC and BNC for the approval of the Board of
Directors. The Board approves the recommendations made
by the BHRRC and BNC during the period under review.

~

D.L. De Z. Abeysiriwardena

Director

Board Human Resources and Remuneration Committee
Board Nomination Committee
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BOARD AUDIT COMMITTEE (BAC) REPORT

The Board Audit Committee was constituted in accordance
with the Banking Act Direction No. 12 of 2007 on
“Corporate Governance for Licensed Specialized Banks”
issued by the Central Bank of Sri Lanka under Section 3
(6) (ii) and its subsequent amendments, provision of the
Public Enterprises Guidelines for Good Governance and
“Code of Best Practice on Corporate Governance” issued
by The Institute of Chartered Accountants of Sri Lanka.
Proceedings of BAC are based on the Charter and Terms
of Reference adopted by the Board of Directors for the
functioning of the committee.

The committee comprises of following Non-Executive
Directors as at the end of the year.

1. Mr. W.M. Karunaratne (Chairman-Since 29.08.2022)
2. Mr. Lalith Abeysiriwardhana

3. Mr. G.A.Jayashantha

4. Mrs. Krishani Narangoda (appointed on 20.06.2022)

The Board Secretary functions as the secretary to the
BAC. General Manager/CEO, Chief Finance Officer,
Chief Internal Auditor, Assistant General Manager

(Risk Management) and Assistant General Manager
(Compliance) attend the BAC meetings on invitation. A
representative of the National Audit Office (the External
Auditor of the Bank) also attends these meetings.

The BAC is empowered by the Board of Directors in
discharging its responsibilities and fulfilling its oversight
responsibilities for -

e Reviews the financial reporting process to ensure the
compliance with financial reporting requirements under
the statute.

e  Examines the system of internal control and manage-
ment of business risks.

e Reviews the audit processes, both external and internal.
e Reviews the procedures in place for monitoring com-

pliance with laws and regulations and in particular the
guidelines of the Central Bank of Sri Lanka.

Five (05) meetings were held during the financial year
ended 31 December 2022.The Committee during the year
under review attended to the following:

e Reviewed quarterly financial performance of the Bank
for the year 2022 and recommended to submit the
same to the Board.

e  Reviewed and discussed issues raised at CBSL Stat-
utory Examinations and follow-up examinations and
monitored the progress of rectification.

e  Periodic review of internal audit reports and the perfor-
mance of the Internal Audit Department.

e Reviewed the Report of the Auditor General that was
submitted to the Parliament on the Financial State-
ments of the Bank for the year ended 31 December
2022.

e Reviewed and discussed the reports submitted by the
National Audit Office where deemed necessary actions
were initiated.

e Reviewed the special reports such as system related
issues and some macro level reports issued by the Inter-
nal Audit Department of the Bank.

The BAC considered the internal audit reports, the
deficiencies observed therein, responses given by

the respective DGMs/Heads of the Departments and
monitored corrective actions taken to rectify deficiencies
observed. The minutes of the BAC meetings are reported
to the Board for information/approval.

The BAC also followed up on corrective measures taken by
the management during the year 2022 on matters raised
by CBSL Statutory Examination Reports.

The BAC ensured the provision of all information and
documents required by the Auditor General for the purpose
of audit and compliance with Sri Lanka Accounting
Standards in preparation and presentation of Financial
Statements. The BAC is of the view that adequate controls
and procedures are in place and Charter of the BAC were
complied with all material aspects.

W.M. Karunaratne

Chairman
Board Audit Committee
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REPORT OF THE BOARD INTEGRATED RISK
MANAGEMENT COMMITTEE

Composition of the Committee

During the year under review the Board Integrated Risk
Management Committee (BIRMC) consisted of the
following four Non-Executive Directors, whose profiles are
given on page 20 to 25.

Under each name include whether the Directors is
Executive or Non- Executive

1. Mr. K. Raveendran - Director (Chairman of the
Committee /Non-Executive Director)

2. Prof. HMW.A. Herath - Non-Executive Director

3. Dr. Nirmal De Silva - Director (Non-Executive
Director)

4. Mr. G.A. Jayashantha - Non-Executive Director

Regular attendants on Chief Executive Officer (CEO),
CRO/Assistant General Manager Risk Management and
Compliance Officer attended the meetings on regular basis
during the year 2022.

Secretary to the Committee

The Secretary to the Board is also the Secretary to the
Committee.

BIRMC meets on a quarterly basis and more frequently if
required.

Minimum quorum of the Committee is two non-executive
directors, CEO and CRO as per the charter of the BIRMC.

During the year under review, the BIRMC held four (04)
meetings.The proceedings of the Committee meetings
were regularly reported to the Board of Directors

Attendances of the Committee Members are given in the
following table.

Meetings

Meaana of tha Commilag madnhad

Allandancs

Mr. K. Raveoondran - [erocior Dl 04
Prof, H MW A Harath - Director [t
Cr. Mirmal Die Silva - Direcioy el et
Mr. (3.8, Jayachantha - Cireeior D0t
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Charter of the Committee

The BIRMC has been established by the Board of
Directors, in compliance with Section 3 (6) of the Direction
No. 12 of 2007, on “Corporate Governance for Licensed
Commercial Banks in Sri Lanka”, issued by the Monetary
Board of the CBSL under powers vested in the Monetary
Board, in terms of the Banking Act No. 30 of 1988.

The BIRMC assists the Board of Directors in fulfilling its
responsibilities for overseeing the Bank’s risk management
framework and activities, including the review of major risk
exposures and the steps taken to monitor and control.

The Terms of Reference set out by the Board of Directors,
roles and responsibilities of the Committee consist
following:

1. Ensure the risk management strategy, framework and
methodology are implemented/practiced throughout
the Bank consistently as per the Integrated Risk
Management (IRM) Framework.

2. Adequacy and effectiveness of risk identification,
measurement, monitoring and mitigation relating to
credit, market, liquidity, operational and compliance
risks.

3. To ensure that risk decisions are taken in accordance
with established delegated authorities and corrective
actions are taken to mitigate risk taken beyond the
risk tolerance set by the committee, on the basis of
the Bank’s policies and regulatory and supervisory
requirements.

4. Monitor and access the effectiveness of the Bank’s Risk
Management System and the robustness of the risk
management function.

5. Setting Risk Appetite and Tolerance limits to the Bank.

6. Toreview progress on Basel Il road map implementation
and regulatory guidelines.

7. Reviewing and upgrading Risk Management Policies of
the Bank.

8. Determine the scope of the Risk Management Division
(RMD) and to guide the function of RMD to ensure
effective implementation of the IRM Framework.

Main Focus

The Main focus of the committee is to assist the Board

of directors in all aspects of the risk of the Bank. In this
concern ,the committee has reviewed the risk appetite of
the Bank by focusing credit ,liquidity ,operation ,market
and stratergic risk of the Bank.
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REPORT OF THE BOARD INTEGRATED RISK
MANAGEMENT COMMITTEE
Activities in 2022

In discharging the above duties and responsibilities vested on the BIRMC, the Committee reviewed significant risks
comprising strategic, operational, credit, market, cyber and other emerging risk categories during the year. The activities
carried out by the Committee are included below;

1. Reviewed and revised the existing risk related policies and recommended the policies/ manuals/charters of the
committees based on the current risk profile of the Bank.

)

gress Testing Policy Ouitirias the Strass Tastng Framework of the Bank

Interacst rate risk Managarment Policy Framework for idenlifization, asseasment, management and mitigation of
Iritanest rata i

| iq||||1 Iy Hh Mﬁ'L];JF-f"II-'II\I F':m!",- Framawark [of ianiifoalion, asapsarman manageman anid rrullg:]n'vr' il
Licpacty risk.
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Pelicy Faresgn Exchigngs nak

Operational Fizk hanagerment Framewark for manegement of cperalional nek evants at RBED as well as
high level prnciples for risk wenfificalion, mitigation and reporting

Crodit Rek Managament Poloy Franszseik 1o koop & balancs batweon ricks & opporfundios and act 2 a

tool to creale the credit cuthure within the Bank.

Policies ralated to olher functions of tha Bank which hag boon iovowod and rovisgd tumng ha yaear 2002,

Felsted party tensaciions Policy Guidaline and procedures on elated party trereactions

Cormplisnce Policy Framawaek for managemsant of cormplianze rak of the Bank

Infonmabion Security Policy Cluifines nukes and quidalines elaled (0 he securly of the inlormmaiion within
the Bani and its networks

ﬁ.l.'mEF.lTﬂJ'_'.!'_l Llr;agc .Fu'.lin!,.' Outhine the an;.mp'r.:'ih'ie use of Computar Eq'uprnnn' and Inbarmation
Hasoureas provided by ROB T Cepesrimant

Arti Money Laundering (AML} Policy Gundelines and procedures for enauring anti monay lsunderng of the Bank

Liquidity contingency funding policy  Prowsdes a framewerk for the Bank to evalusie ncreazsingly severe iligady
sduations, and manior the mailzhility of Lmnceg oser thess unespeciad
extuEtion

Commitiee Chariers reviewed and revised during the yvear 2022

Boand Intogratod Rick Managament Aovawedd B tarme and refonanca of the BIRMC s 1o overiook e rek
commities chartsr profie and approve nek masagemen ramework of the Bank
Exaritnm Upsrahonal e M:i]'l.;l-;_ju"r‘lgl'll Haviawesd B tmems and refaenoa of the OREREC which ovarook thia
suby pommiiee unexpected diect or indirect losses resulting from madequate o failed

Ikl procesyas, oo, syeiames and axiarnal evenis causaed Dy Crgrid
or Market Risk ol the Bank

2.The Key Risk Indicators (KRIs) that upgraded to monitor the level of specific risks were reviewed regularly, with a
view to determining the adequacy of such indicators to serve the intended risk management objectives and proactive
measures to control risk exposures. The actual monthly results were reviewed against benchmarks and prompt
corrective actions were recommended to mitigate the effects of specific risks.

3. Main focus area for the year 2022 was the pressure of economic crisis in the country on the deterioration of the credit
quality of the financial sector due to the financial stress situation within the country ,the economy has experienced a
inflationary pressure and the pressure on managing foreign exchange rate. During the year, the CBSL has tied the
monetory policy time to time and the Bank has faced challenges from the economic crisis during the whole year The
Bank has established mitigation and control measures to arrest deterioration of credit quality.

4. Reviewed reports on Risk Appetite Framework and Risk Tolerance Limit, quarterly report on overall risk management
aspect of the Bank.
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5. Reviewed the Internal Capital Adequacy Assessment
Process (ICAAP) document of the Bank and reviewed
the Capital Planning of the Bank.

6. Emphasized the reporting requirement on adequacy
and effectiveness of all management committees
through analyzing the feedback of the committee
members through predetermined questionnaire.

7.Monitored and reviewed the sectorial limits of the loan
portfolio of the bank which have gone beyond their
approved limits and made recommendations for the
adjustments.

8. Quarterly assessed the risk on maturity gap ,foreign
exchange risk ,interest rate risk and further conducted
the stress testing on the above areas.

9. Monitored and reviewed Loan Review Mechanism of
the Bank.

10. Reviewed the comprehensive Compliance Reports
submitted by the Compliance Officer to assess the
extent of compliance with the regulatory requirements.

11. Reviewed the process of Implementation of Anti
Money Laundering (AML) System .

12. Monitored and reviewed the statutory examination
report and made all possible recommendations to
rectify the issues.

13. Monitored and reviewed the all types of risk indicators
such as cyber risk reports, Interest rate risk , Foreign
Exchange risk, operational risk, compliance risk, etc
and made recommendations to minimize the risks.

14. Monitored Disaster Recovery drill of the bank and
made all possible recommendations for the success of
the DR Drrill.

15. Established Information Security Committee which
was proposed by the banking act Direction no 16 of
2021.

16. Reviewed and Submitted a report on the current status
of the ongoing VAPT for 2022 to the perusal of the
BIRMC

17. Closely worked with the risk management department
of the bank for knowledge enhancement of the
department.

18. Closely monitored the function of the executive level
Operational Risk Management sub committee(ORMC)
to assess and mitigate the operational risk of the Bank
on a monthly basis.

19. Monitored and reviewed the action plan of the Risk
Management and Compliance Departments

Regional Development Bank
Annual Report 2022

Reporting

The proceedings of the BIRMC meetings are reported to
the Board through submission of the meeting minutes.
Report on Risk Profile of the Bank and other specific
matters are submitted separately to the Board of Directors
for approval on recommendation of the BIRMC. The
recommendations made by the BIRMC during the year
under review were approved by the Board of Directors.

During the year 2022, the BIRMC supported execution
of the overall business strategy of the Bank within arisk
parameters set, that are reinforced by an effective risk
management framework and activities were regularly
reported to the Board of Directors.

Conclusion

The members of the Integrated Risk Management
Committee in 2022 has evaluated its performance for
effectiveness and efficiency by acting collectively. The
Committee continually reviews the various risk areas
encountered by the bank and were able to promote a
robust risk governance framework through the following,

1. Awell-developed risk management policy covering
determination of risk appetite.

2. Effectively communicating the results of stress tests
or scenario analyses, peer bank analysis and data
analysis. Ensuring that risk reporting accurately
communicates to the Board of Directors.

3. Increasing awareness among staff over the need for
managing risks, ensuring compliance and training staff
are important components of creating risk culture.

The Committee is of the view that the Bank is on the right
path towards meeting the challenges of Risk Management
and compliance safeguarding the interests of Bank’s
stakeholders.

On behalf of the Integrated Risk Management Committee

Chairman
Integrated

isk Management Commities
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CHIEF EXECUTIVE OFFICER’S AND CHIEF
FINANCIAL OFFICER’S RESPONSIBILITY

STATEMENT

The Financial Statements of the Pradeshiya Sanwardana
Bank as at 31st December 2022 are prepared and presented
in compliance with the following regulatory requirements:

1. Sri Lanka Accounting Standards (SLFRS/LKAS) issued by
The Institute of Chartered Accountants of Sri Lanka

2.Sri Lanka Accounting and Auditing Standards Act No. 15
of 1995

3. Banking Act No. 30 of 1988 and amendments thereto

4. Directions, circulars and guidelines issued to Licensed
Specialized Banks by the Central Bank of Sri Lanka including
but not limited to Banking Act Direction No. 12 of 2007
issued by the Central Bank of Sri Lanka on corporate govern-
ance; and

5. Pradeshiya Sanwardana Bank Act No. 41 of 2008.

The formats used in the presentation of the Financial State-
ments and disclosures are in compliance with the specified
formats for the preparation of Annual Financial Statements
of Licensed Specialized Banks, issued by the Central Bank of
SriLanka.

The Accounting Policies of the Bank are in compliance with
Sri Lanka Accounting Standards issued by The Institute of
Chartered Accountants of Sri Lanka from time to time. The
Accounting Policies are consistently applied by the Bank.
Comparative information has been re-stated wherever
necessary to comply with the current year’s presentation. All
significant items have been disclosed and explained by way
of Notes to the Financial Statements. We confirm to the best
of our knowledge, that the Financial Statements presented
herewith give a true and fair view of the financial position,
Income Statement and the cash flows of the Bank for the
year. We also believe that the Bank has adequate resources
to continue its operations in the foreseeable future and ac-
cordingly adopt the going concern basis for the preparation
of the Financial Statements.

The Board of Directors and the management of the Bank ac-
cept responsibility for the integrity and the objectivity of the
Financial Statements. The estimates and judgments relating
to the Financial Statements were made on a reasonable and
prudent basis; in order that the Financial Statements reflect
atrue and fair view; the form and the substance of transac-
tions and that the state of affairs of the Bank is reasonably
presented.

To ensure this, the Bank has taken proper and sufficient
care in implementing internal control systems, with the
use of a core banking system, for safeguarding assets

and for preventing and detecting fraud as well as other
irregularities, which is reviewed, evaluated and updated on
an ongoing basis.

Regional Development Bank
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The Internal Auditor of the Bank has conducted

periodic audits to provide reasonable assurance that

the established policies and procedures of the Bank

are consistently followed. However, there are inherent
limitations that should be recognized in weighing the
assurance provided by any system of internal control and
accounting.

The Financial Statements of the Bank was audited by
National Audit Office. The Report issued by Auditor
General is available on pages 114 to 116 of the Annual
Report.

The Board Audit Committee reviews the adequacy and
effectiveness of the Internal Control Systems including
the effectiveness of the internal controls over financial
reporting to provide reasonable assurance that all
transactions are accurately and completely recorded in the
books of account and the processes by which compliance
with the Sri Lanka Accounting Standards including SLFRS/
LKAS and other regulatory provisions relating to financial
reporting and disclosures are ensured. The Board Audit
Committee Report is available on page 102 to ensure
complete independence, the External Auditors and the
Internal Auditors have full and free access to the members
of the Board Audit Committee at the Audit Committee
Meeting to discuss any matter of substance.

We confirm to the best of our knowledge that:

The Bank has complied with all applicable laws, rules,
regulations and guidelines;

There is no material non-compliance;

There is no material litigation against the Bank other than
those disclosed in Note 41 of the Financial Statements
section of the Annual Report;

All taxes, duties, levies and all statutory payments by the
Bank and all contributions, levies and taxes payable on
behalf of and in respect of the employees of the Bank as
at the reporting date have been paid, or where relevant
provided for.
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AUDITOR GENERAL'S REPORT ON THE STATEMENT

OF INTERNAL CONTROL
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The Chairman,
Pradeshiya Sanwardana Bank

Assurance Report of the Auditor General to the Board
of Directors on the Directors’ Statement on Internal
Control over Financial Reporting of Pradeshiya
Sanwardana Bank

Introduction

This report is to provide assurance on the Directors’
Statement on Internal Control over Financial Reporting
(“Statement”) of Pradeshiya Sanwardana Bank included in
the annual report for the year ended 31 December 2022.

Management’s responsibility

Management is responsible for the preparation and
presentation of the Statement in accordance with the
“Guidance for Directors of Banks on the Directors’
Statement on Internal Control” issued in compliance with
the Section 3(8) (ii) (b) of the Banking Act Direction No. 12
of 2007, by the Institute of Chartered Accountants of Sri
Lanka.

My Responsibility and Compliance
with SLSAE 3050 (Revised)

My responsibility is to assess whether the Statement
is both supported by the documentation prepared by
or for directors and appropriately reflects the process
the directors have adopted in reviewing the design and
effectiveness of the internal control of the Pradeshiya
Sanwardana Bank.

oo
e }- 081 by 2004

| conducted my engagement in accordance with Sri

Lanka Standard on Assurance Engagements (SLSAE)

3050 (Revised), Assurance Report for Banks on Directors’
Statement on Internal Control, issued by the Institute

of Chartered Accountants of Sri Lanka. This Standard
requires that | plan and perform procedures to obtain
limited assurance about whether Management has
prepared, in all material respects, the Statement on Internal
Control.

For purpose of this engagement, | am not responsible for
updating or reissuing any reports, nor have |, in the course
of this engagement, performed an audit or review of the
financial information.

Summary of work performed

| conducted my engagement to assess whether the
Statement is supported by the documentation prepared by
or for Directors; and appropriately reflected the process
the Directors have adopted in reviewing the system of
internal control over financial reporting of the Bank.

The procedures performed were limited primarily
to inquiries of Bank personnel and the existence of
documentation on a sample basis that supported the
process adopted by the Board of Directors.

SLSAE 3050 (Revised) does not require me to consider
whether the Statement covers all risks and controls, or to
form an opinion on the effectiveness of the Bank’s risk and
control procedures. SLSAE 3050 (Revised) also does not
require me to consider whether the processes described to
deal with material internal control aspects of any significant
problems disclosed in the annual report will, in fact,

remedy the problems.
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AUDITOR GENERAL'S REPORT ON THE STATEMENT
OF INTERNAL CONTROL

The procedures selected depend on my judgement,
having regard to my understanding of the nature of
the Bank, the event or transaction in respect of which
the Statement has been prepared.

| believe that the evidence | have obtained is sufficient
and appropriate to provide a basis for my conclusion.

Conclusion

Based on the procedures performed, nothing has come
to my attention that causes me to believe that the
Statement included in the Annual Report is inconsist-
ent with my understanding of the process the Board

of Directors has adopted in the review of the design
and effectiveness of internal control system over the
financial reporting of the Bank.

CCy

WP C. Wichramarnirin
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DIRECTORS’ STATEMENT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING

Requirement

This report has been issued in line with the Banking

Act Direction No.12 of 2007, section 3 (8) (ii) (b), and
prepared based on the guidelines issued by the Institute of
Chartered Accountants of Sri Lanka (ICASL).

Responsibility

The Board of Directors is responsible for Internal Control
in Pradeshiya Sanwardana Bank and for reviewing its
effectiveness and adequacy. However, such a system is
designed to manage the Bank’s key areas of risk within

and acceptable risk profile, rather than eliminate the risk of
failure to achieve the policies and business objective of the
Bank. Accordingly, the system of internal controls can only
provide reasonable but not absolute assurance against
material misstatement of management and financial
information and records of against financial losses or fraud.

Board Review Process

The internal control process is reviewed periodically by
the Board and accords with the Guidance for Directors
of Banks on the Directors’ Statement on Internal Control
issued by the Institute of Chartered Accountants of Sri
Lanka. The Board has assessed the internal control
system taking into account principles for the assessment
of internal control system as given in that guidance.

The Board is of the view that the Bank has taken steps

to improve the system of internal controls to provide
reasonable assurance regarding the reliability of financial
reporting, and that the preparation of financial statements
for external purposes.

The management assists the Board in the implementation
of the Board’s policies and procedures on risk and control
by identifying and assessing the risks faced, and in the
design, operation and monitoring of suitable internal
controls to mitigate and control these risks.

Key Features of the Process

The key processes that have been established in reviewing
the adequacy and integrity of the system of internal
controls with respect to financial reporting include the
following:

e  Board sub committees of Audit and Integrated Risk
Management have been established by the Board to
assist the Board in ensuring the effectiveness of Bank’s
daily operations and that the Bank’s operations are in
accordance with the corporate objectives, strategies
and the annual budget as well as the policies and busi-
ness directions that have been approved.

e The Board approved Operational Manual in relation to
the Financial and other controls of the Bank is in place
and has been communicated to all members of the staff.
Further, an updated operational manual has been devel-
oped and yet to be communicated to all staff of the bank
upon receipt of board approval

e  TheInternal Audit Division of the Bank check for com-
pliance with policies and procedures and the effective-
ness of the internal control systems on an ongoing basis
using samples and rotational procedures and highlight
significant findings in respect of any non-compliance.
Audits are carried out on all units and branches, the
frequency of which is determined by the level of risk as-
sessed, to provide an independent and objective report.

e  The Annual Audit Plan is reviewed and approved by
the Audit Committee. Findings of the Internal Audit are
submitted to the Audit Committee for review at the
periodic meetings.

e  The Audit Committee of the Bank review internal con-
trol issues identified by the Internal Audit Division, reg-
ulatory authorities and management, and evaluate the
adequacy and effectiveness of the risk management and
internal control systems. They also review the internal
audit functions with particular emphasis on the scope of
audits and quality of internal audits. The minutes of the
Audit Committee meetings are tabled to the Board of
the Bank on a periodic basis.

e The bank adopted the new Sri Lanka Accounting stand-
ards SLFRS - 09, Financial Instruments in 2018 and
SLFRS -16, leases in 2019. The process and procedures
initially applied to adopt the aforementioned account-
ing standards to be further strengthened based on
the feedback from external Auditors, regulators and
the Board Audit Committee. The bank will continue to
further strengthen the process on impairment of Loans
and Advances, Financial statement disclosures and Risk
Management.

Confirmation

Based on the above processes the Board confirms that the
financial reporting system of the Bank has been designed to
provide reasonable assurance regarding the reliability of fi-
nancial reporting and the preparation of financial statements
for external purposes has been done in accordance with Sri
Lanka Accounting Standards and regulatory requirements of
the Central Bank of Sri Lanka.

Regional Development Bank
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DIRECTORS’ STATEMENT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING

Review of the Statement by

External Auditors

The External Auditors have reviewed the above Directors’
statement on internal control for the year ended 31st
December 2022 and are supposed to report to the Board
whether anything has come to their attention that causes
them to believe that the statement is inconsistent with their
understanding of the process adopted by the Board review
of the design and effectiveness of the internal control
system of the Bank.
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DIRECTORS’ RESPONSIBILITY FOR FINANCIAL

REPORTING

This statement of the Board of Directors sets out the
responsibilities of the Directors relating to the Financial
Reporting framework of the Bank. The responsibilities of
the Auditors in relation to the Financial Statements are set
out in the Report of the Auditors on page 114 of the Annual
Report.

Financial Statements

The Directors of the Bank are responsible for ensuring
that the Bank keeps proper books of accounts of all

the transactions and prepare Financial Statements

in accordance with Generally Accepted Accounting
Principles and Sri Lanka Accounting Standards (SLFRS/
LKAS) that give a true and fair view of the state of
affairs of the Bank at the end of each financial year and

in compliance with the relevant statutory /regulatory
requirements. The Financial Statements comprise of
Income Statement, Statement of Comprehensive Income,
Statement of Financial Position, Statement of Changes in
Equity, Statement of Cash Flows, Significant Accounting
Policies and Notes there to.

The Directors acknowledge that in the preparation of
Financial Statements for the period ended 31st December
2022, presented in the Annual Report, the most
appropriate accounting policies have been used, applied
consistently and adequately disclosed. Reasonable and
prudent judgements have been made where necessary

in order to ensure the proper reflection of the form and
substance of transaction in the process of preparing
Financial Statements.

The Financial Statements for the year ended 31st
December 2022 are in conformity with the requirements
of the Pradeshiya Sanwardana Bank Act No. 41 of 2008,
Banking Act No. 30 of 1988 and amendments thereto,

Sri Lanka Accounting Standards and other statutory /
regulatory requirements. These Financial Statements
reflects true and fair view of the state of affairs of the Bank
as at 31st December 2022.

Going Concern

The Directors are of the view that the Bank has adequate
resources to continue in business for the foreseeable future
and accordingly, continued to adopt going concern basis

in preparing the Financial Statements.

Internal Control, Risk

Management and Compliance

The Directors are also responsible for the system of
internal financial controls and risk management and
paying significant attention on maintaining a strong
control environment to protect and safeguard the Bank’s
assets and prevent fraud and mismanagement. Whilst
emphasizing inherent risks that cannot be completely
eliminated, the Bank has taken possible steps to mitigate

them by ensuring various systems and other controls.

A report by the Directors on the Bank’s internal control
mechanism confirming that the financial reporting system
has been designed to provide reasonable assurance
regarding the reliability of financial reporting is given on
pages 109 and 110 of the Annual Report.

The Directors and Management have put in place

risk management policies and guidelines. Board Sub
Committees have been established to monitor and
manage material risks and arrangements been made to
submit reports on risk to the Integrated Risk Management
Committee on periodic basis for discussion.

Compliance with applicable laws, regulations,

rules, directives and guidelines are monitored by
Compliance Division and is reported to the Integrated
Risk Management Committee and Board of Directors
periodically.

The Audit Committee and Integrated Risk Management
Committee, on an ongoing basis, play a significant role

in strengthening the effectiveness of internal controls and
risk management procedures. The reports of the Audit
Committee and Integrated Risk Management Committee
are included on page 102 and 103 respectively of the
Annual Report.

The Auditor General has been made available with all
records of the Bank including the Financial Statements

by the Board of Directors and been provided every
opportunity to undertake the inspections they considered
appropriate.

Compliance

The Directors, to the best of their knowledge and belief, are
satisfied that all taxes payable by the Bank and all other
known statutory dues to the Government and to the other
relevant regulatory and statutory authorities, which were
due and payable by the Bank as at the end of financial

year, have been paid or where relevant provided for.

The Directors are of the view that they have discharged
their responsibilities as set out in this statement.

By order of the Board’
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AUDITOR GENERALS REPORT
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Chairman
Pradeshiya Sanwardana Bank

Report of the Auditor General on the Financial
Statements and Other Legal and Regulatory
Requirements of the Pradeshiya Sanwardana Bank
for the year ended 31 December 2022 in terms of
Section 12 of the National Audit Act, No. 19 of 2018.

1. Financial Statements
1.1. Opinion

The audit of the financial statements of the Pradeshiya
Sanwardana Bank (the “Bank”) for the year ended 31
December 2022 comprising the statement of financial
position as at 31 December 2022 and the statement
of profit or loss, statement of comprehensive income,
statement of changes in equity and statement of cash
flows for the year then ended, and notes to the finan-
cial statements, including a summary of significant
accounting policies, was carried out under my direc-
tion in pursuance of provisions in Article 154(1) of the
Constitution of the Democratic Socialist Republic of
Sri Lanka read in conjunction with provisions of the
National Audit Act No. 19 of 2018. My report to Par-
liament in pursuance of provisions in Article 154 (6) of
the Constitution will be tabled in due course.

BaFl SHamESTUIE] SHENNIGUSLD
NATIONAL AUDIT OFFICE

P
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In my opinion, the accompanying financial statements
give a true and fair view of the financial position of the
Bank as at 31 December 2022, and of its financial per-
formance and its cash flows for the year then ended in
accordance with Sri Lanka Accounting Standards.

1.2. Basis for Opinion

| conducted my audit in accordance with Sri Lanka
Auditing Standards (SLAuSs). My responsibilities,
under those standards are further described in the
Auditor’s Responsibilities for the Audit of the Finan-
cial Statements section of my report. | believe that the
audit evidence | have obtained is sufficient and appro-
priate to provide a basis for my opinion.

1.3. Other information included in the Bank’s 2022
Annual Report

The other information comprises the information
included in the Bank’s 2022 Annual Report but does
not include the financial statements and my auditor’s
report thereon, which is expected to be made available
to me after the date of this auditor’s report. Manage-
ment is responsible for the other information.

My opinion on the financial statements does not cover
the other information and | do not express any form of
assurance conclusion thereon.
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In connection with my audit of the financial state-
ments, my responsibility is to read the other informa-
tion identified above when it becomes available and,
in doing so, consider whether the other information is
materially inconsistent with the financial statements
or my knowledge obtained in the audit or otherwise
appears to be materially misstated.

When | read the Bank’s 2022 Annual Report, if |
conclude that there are material misstatements
therein, | am required to communicate that matter to
those charged with governance for correction. If
further material uncorrected misstatements are
existed those will be included in my report to
Parliament in pursuance of provisions in Article

154 (6) of the Constitution that will be tabled in due
course.

1.4. Responsibilities of Management
and Those Charged with Governance
for the Financial Statements

Management is responsible for the preparation of
financial statements that give a true and fair view in
accordance with Sri Lanka Accounting Standards, and
for such internal control as management determines
is necessary to enable the preparation of financial
statements that are free from material misstatement,
whether due to fraud or error.

In preparing the financial statements, management is

responsible for assessing the Bank’s ability to continue

as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern

basis of accounting unless management either intends

to liquidate the Bank or to cease operations, or has no
realistic alternative but to do so.

Those charged with governance are responsible for
overseeing the Bank’s financial reporting process.

As per Section 16(1) of the National Audit Act No. 19

of 2018, the Bank is required to maintain proper books

and records of all its income, expenditure, assets and
liabilities, to enable annual and periodic financial
statements to be prepared of the Bank.

Regional Development Bank
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1.5. Auditor’s Responsibilities for the
Audit of the Financial Statements

My objective is to obtain reasonable assurance about
whether the financial statements as a whole are free
from material misstatement, whether due to fraud or
error, and to issue an auditor’s report that includes my
opinion. Reasonable assurance is a high level of assur-
ance, but is not a guarantee that an audit conducted
in accordance with Sri Lanka Auditing Standards will
always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are
considered material if, individually or in the aggre-
gate, they could reasonably be expected to influence
the economic decisions of users taken on the basis of
these financial statements.

As part of an audit in accordance with Sri Lanka
Auditing Standards, | exercise professional judgment
and maintain professional skepticism throughout the
audit. l also:

Identify and assess the risks of material mis-
statement of the financial statements, whether
due to fraud or error, design and perform audit
procedures responsive to those risks, and obtain
audit evidence that is sufficient and appropriate
to provide a basis for my opinion. The risk of not
detecting a material misstatement resulting from
fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of
internal control.

e  Obtain an understanding of internal control rel-
evant to the audit in order to design audit proce-
dures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion
on the effectiveness of the Bank’s internal control.

e  Evaluate the appropriateness of accounting
policies used and the reasonableness of account-
ing estimates and related disclosures made by the
management.
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e  Conclude on the appropriateness of the manage-
ment’s use of the going concern basis of account-
ing and based on the audit evidence obtained,
whether a material uncertainty exists related
to events or conditions that may cast significant
doubt on the Bank’s ability to continue as a going
concern. If | conclude that a material uncertain-
ty exists, | am required to draw attention in my
auditor’s report to the related disclosures in the
financial statements or, if such disclosures are
inadequate, to modify my opinion. My conclusions
are based on the audit evidence obtained up to
the date of my auditor’s report. However, future
events or conditions may cause the Bank to cease
to continue as a going concern.

e Evaluate the overall presentation, structure and
content of the financial statements, including the
disclosures, and whether the financial statements
represent the underlying transactions and events
in a manner that achieves fair presentation.

| communicate with those charged with governance
regarding, among other matters, significant audit find-
ings, including any significant deficiencies in internal
control that | identify during my audit.

2. Report on Other Legal and Regulatory

Requirements
2.1. National Audit Act, No. 19 of 2018 includes spe-
cific provisions for following requirements.

2.1.1. 1 have obtained all the information and explana-
tion that required for the audit and as far as appears
from my examination, proper accounting records have
been kept by the Bank as per the requirement of sec-
tion 12 (a) of the National Audit Act, No. 19 of 2018.

2.1.2. The financial statements presented is consistent
with the preceding year as per the requirement of
section 6 (1) (d) (iii) of the National Audit Act, No. 19 of
2018.

2.1.3. The financial statements presented includes
all the recommendations made by me in the previous
year as per the requirement of section 6 (1) (d) (iv) of
the National Audit Act, No. 19 of 2018.

2.2. Based on the procedures performed and ev-
idence obtained were limited to matters that are
material, nothing has come to my attention;

2.2.1.to state that any member of the governing body
of the Bank has any direct or indirect interest in any
contract entered into by the Bank which are out of
the normal course of business as per the requirement
of section 12 (d) of the National Audit Act, No. 19 of
2018;

2.2.2.to state that the Bank has not complied with any
applicable written law, general and special directions
issued by the governing body of the Bank as per the
requirement of section 12 (f) of the National Audit Act,
No. 19 of 2018;

2.2.3.to state that the Bank has not performed ac-
cording to its powers, functions and duties as per the
requirement of section 12 (g) of the National Audit
Act, No. 19 of 2018;

2.2.4. to state that the resources of the Bank had not
been procured and utilized economically, efficiently
and effectively within the time frames and in compli-
ance with the applicable laws as per the requirement
of section 12 (h) of the National Audit Act, No. 19 of
2018.

CCy

W.RC. Wickramarsine

Autitor GGenera
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STATEMENT OF PROFIT OR LOSS

Year ended 31 December

Gross income 7 36.202,749,629 24 4902 768 057
Intersst Income 35,273.433,857 23 .545.299,165
Interast expenses (19,639,529,550) (2,893,373.234)
Met interest income B 15,633.904,307 13.651,925,931
Fee and commission income 806,547.782 035,136,865
Fes and comimission expenses (355,184,923) (312, 112,062)
Net fee and commission income g 451,362,859 623,024,803
MNet trading gain/{lass) 10 102,296,546 (24 214 845)
Other operating income (net) 1 20,471,444 36,547,883
Total operating income 16,208,035,156 14,287 283,672
Impairment charges 12 {2,852,677,176) (3 256,775, BE2)
Net operating income 13,355,357.980 11,030,507.810
Less-Operating expenses
Fersonnel expenses 13 (8,739,537.602) (7,292, 269,883)
Depreciation and amartization expenses (532,733.987) {520,288.009)
Other expenses 14 (2.084,970,281) (1,290,468, 188)
Operating profit before taxes 1,998,116,109 1,826,781.733
Less : Value Added Tax on Financial Services (1.561,474,848) (1,151,277,133)
Social Security Contribution Lewy (77525,933) -
Profit before Income tax expense 359,115,328 775,504,600
income tax (expense) reversal 15 990,279,323 {489,201 889)
Profit for the year 1,349,394, 652 306,302,711
Earnings per share
Basic Earnings per share 16.1 2.45 0.56
Biluted Earnings per share 16.2 245 0.56

Figures in brackets indicate deductions.

The Financial Statements are ta be read in conjunction with the related notes, which form a part of the Financial Statements

of the Bank set out on pages 123 to 199
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STATEMENT OF COMPREHENSIVE INCOME

Year ended 31 December 2021
Hs.

Profit for the year 1,349,394,652 306,302,711

Other Comprehensive income/(expenses)

Other Comprehensive income not to be reclassified to profit or loss

Actuarial gain on retirement benefit obligation 343 156,249,438 (35,917,534}

Deferred tax effect on above (46.874.831) 8,620,208
109,374,607 (27,297 325)

Total Other Comprehensive income for the year, net of taxes

]
—_
wn
=
L,
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Total comprehensive income for the year 1,458,769,25%

Figures in brackets indicate deductions.

The Financial Statements are (o be read in conjuncbon with the reiated notes, which form a part of the Financial Statements
of the Bank set out on pages 123 1o 189,
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STATEMENT OF FINANCIAL POSITION
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The Financial Statements are to be read in conjunction with the related notes, which form a part of

the Financial Statements of the Bank set out on pages 123 to 199.

| certify that the financial statements are prepared in compliance with the requirements of the Bank-
ing Act No. 30 of 1988 and the Pradeshiya Sanwardana Banking Act No: 41 of 2008.
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STATEMENT OF CHANGES IN EQUITY
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STATEMENT OF CASH FLOWS
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STATEMENT OF CASH FLOWS
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NOTES TO THE FINANCIAL STATEMENTS

1. General Information

1.1 Reporting Entity

Pradeshiya Sanwardana Bank can be traced back to as
far as 1985 when district level banks under the
category of Regional Rural Development Banks were
established. Later in 1997, seventeen such Regional
Development Banks were merged into six provincial
level banks, which functioned as Rajarata, Ruhuna,
Wayamba, Uva, Kandurata and Sabaragamuwa De-
velopment Banks. In May 2010, these six banks were
merged into one national level bank and designated
as the Pradeshiya Sanwardana Bank. The Bank was
established as a statutory body under the Pradheshiya
Sanwardana Bank Act No.41 of 2008. The registered
office of the Bank is located at No 933, Kandy Road,
Wedamulla, Kelaniya.

Permanent, training and contract staff strength of the
bank as at 31 December 2022 was 3,980 (3,226 as at
31 December 2021).

1.2 Principal Activities and Nature of Operation

The principal activities of the Bank are to facilitate
the overall economic development of Sri Lanka by
promoting the development of agriculture, industry,
trade, commercial, livestock, fisheries activities and
empowerment of women, mainly by granting financial
assistance to Micro Finance Institutions and Small and
Medium Enterprises.

1.3 Director’s Responsibility for Financial Statements
The Board of Directors is responsible for the prepara-
tion and presentation of these Financial Statements

of the Bank, in compliance with provisions of the
Pradeshiya Sanwardhana Banking Act No: 41 of 2008
and its amendments, Banking Act No. 30 of 1988 and
its amendments thereto and Sri Lanka Accounting
Standards.

1.4 Approval of Financial Statements by Board of
Directors

The Financial Statements of the Bank for the year
ended 31 December 2022 were authorized for issue
by the Board of Directors on 16th June 2023.

Regional Development Bank
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2. Basis of Preparation

2.1 Basis of Measurement

The financial statements have been prepared on a

historical cost basis, except for the following material

items:

e The liability for defined benefit obligations is
actuarially valued and recognized as the present
value of the defined benefit obligation.

e Derivative financial instruments and non- de-
rivative financial instruments held at Fair Value
through Profit or Loss (FVTPL) and Fair Value
through Other Comprehensive Income (FVOCI)
are measured at fair value.

2.2 Statement of Compliance

The Financial Statements, as at 31 December 2022
and for the year then ended, have been prepared in
accordance with Sri Lanka Accounting Standards (SL-
FRSs/LKASs), laid down by the Institute of Chartered
Accountants of Sri Lanka, the requirements of the
Banking Act No. 30 of 1988 and amendments thereto
and Pradeshiya Sanwardhana Banking Act No: 41 of
2008 and amendments thereto. The presentation of
the financial statements is also in compliance with the
requirements of the Pradeshiya Sanwardhana Banking
Act No: 41 of 2008 and amendments thereto.

2.3 Functional and Presentation Currency

The Financial Statements of the Bank are presented in
Sri Lanka Rupees, which is the currency of the primary
economic environment in which Pradeshiya Sanwar-
dana Bank operates. Financial information presented
in Sri Lankan Rupees has been rounded to the nearest
rupees unless indicated otherwise.

2.4 Materiality and Aggregation

In compliance with LKAS 01 - “Presentation of Finan-
cial Statements”, each material class of similar items is
presented separately in the Financial Statements.
Items of dissimilar nature or functions too are present-
ed separately, if they are material.
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NOTES TO THE FINANCIAL STATEMENTS

2.5 Offsetting

Financial assets and financial liabilities are offset, and
the net amount reported in the statement of finan-
cial position, only when there is a legally enforceable
right to offset the recognized amounts and there is

an intention to settle on a net basis, or to realize the
assets and settle the liability simultaneously. Income
and expenses are not offset in the Income Statement
unless required or permitted by any accounting stand-
ard or interpretation, and as specifically disclosed in
the accounting policies.

2.6 Comparative Information

The comparative information is reclassified whenever
necessary to conform with the current year’s pres-
entation and to be in compliance with the Circular No
2 of 2019 issued by Central Bank of Sri Lanka on pub-
lication of Annual and Quarterly Financial Statements
and other Disclosures by Licensed banks in order to
provide a better presentation.

2.7 Presentation of Financial Statements

The items of the Bank presented in their Statement of
Financial Position are grouped by nature and listed in
an order that reflects their relative liquidity and
maturity pattern. No adjustments have been made for
inflationary factors affecting the Financial Statements.
An analysis regarding recovery or settlement within
12 months after the reporting date (current) and more
than 12 months after the reporting date (non-current)
is presented in Note 43.

2.8 Statement of Alternative Treatment (SoAT)
Further, the tax liability arising from the Surcharge
Tax Act No: 14 of 2022 has been accounted as recom-
mended by the Statement of Alternative Treatment
(SoAT) issued by the Institute of Chartered Account-
ants of Sri Lanka as disclosed under the Note 15 on
Income Taxes.

3. Use of Estimates and Judgements

The preparation of Financial Statements of the Bank
in conformity with Sri Lanka Accounting Standards
requires management to make judgments, estimates
and assumptions that affect the reported amount

of revenues, expenses, assets and liabilities, and the
accompanying disclosures, as well as the disclosure of
contingent liabilities. Uncertainty about these as-
sumptions and estimates could result in outcomes that
require a material adjustment to the carrying amount
of assets or liabilities affected in future periods.

In the process of applying the Bank’s accounting
policies, management has made the following judg-
ments and assumptions concerning the future and
other key sources of estimation uncertainty at the
reporting date, that have a significant risk of causing a
material adjustment to the carrying amounts of assets
and liabilities within the next financial year. Existing
circumstances and assumptions about future develop-
ments may change due to circumstances beyond the
Bank’s control and are reflected in the assumptions if
and when they occur.

Items with the most significant effect on the amounts
recognized in the financial statements with substantial
management judgment and/or estimates are collated
below with respect to judgments/estimates involved.

(i) Judgements
(a) Classification of Financial Assets

The Bank used judgements when assessing of the
business model within which the assets are held and
assessment whether the contractual terms of the
financial assets are solely payments of principal and
interest (SPPI) on the principal amount of the out-
standing.

(b) Assessment of Credit Risk

The measurement of impairment losses under SLFRS
9 across all categories of financial assets requires judg-
ment, in particular, the estimation of the amount and
timing of future cash flows and collateral values when
determining impairment losses and the assessment

of asignificant increase in credit risk. These estimates
are driven by a number of factors, changes in which
canresult in different levels of allowances.

The Bank’s ECL calculations are outputs of complex
models with a number of underlying assumptions
regarding the choice of variable inputs and their
interdependencies. Elements of the ECL models that
are considered accounting judgments and estimates
include:

e The Bank’s criteria for assessing if there has been
asignificant increase in credit risk and so allow-
ances for financial assets should be measured on a
LTECL basis and the qualitative assessment.

e The segmentation of financial assets when their
ECL is assessed on a collective basis.

e Development of ECL models, including the
various formulas and the choice of inputs Deter-
mination of associations between macroeconomic
scenarios and, economic inputs, such as unemploy-
ment levels and collateral values, and the effect on
PDs, EADs and LGDs.
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e Selection of forward-looking macroeconomic sce-
narios and their probability weightings, to derive
the economic inputs into the ECL models.

(c) Business combinations under common control
Business combinations between entities under
common control are accounted for using pooling of in-
terest method. Accordingly, the assets and liabilities of
the combining entities are reflected at their carrying
amounts. No new goodwill is recognized as a result of
the combination. Any difference between the consid-
eration paid/transferred and the equity acquired is
reflected within equity.

Business combination was carried out by using pro-
visional/ estimated figures and during a reasonable
period. Pradeshiya Sanwardana Bank is required to
reassess assets and liabilities merged as of 1 April
2019 and adjust merger reserve accordingly.

(ii) Assumptions and Estimation Uncertainty
Going Concern

The Bank’s management has made an assessment of
its ability to continue as a going concern and is satis-
fied that it has the resources to continue in business
for the foreseeable future. Furthermore, manage-
ment is not aware of any material uncertainties that
may cast significant doubt upon the Bank’s ability to
continue as a going concern. Therefore, the financial
statements continue to be prepared on the going
concern basis.

Fair value of financial instruments

When the fair value of financial assets and financial
liabilities, recorded in the Statement of Financial Posi-
tion cannot be derived from active markets, they are
determined using variety of valuation techniques that
include the use of mathematical models. The inputs of
these models are taken from observable markets
where possible, however if such data are not available,
adegree of judgment is exercised in establishing fair
values which minimize the effect of use of unobserva-
ble inputs.

Taxation

The Bank is subject to income tax and judgment is
required to determine the total provision for current,
deferred and other taxes due to the uncertainties that
exists with respect to the interpretation of the appli-
cability of tax laws, at the time of preparation of these
Financial Statements.

Given the wide range of business relationships and the
long-term nature and complexity of existing contrac-
tual agreements, differences arising between the
actual results

and the assumptions made, which results in adjust-
ments to tax income and expenses and deferred tax
amounts that were initially recorded in the Financial
Statements, Note 15, Note 27 and Note 32.

Measurement of Defined Benefit
Obligations

The cost of the defined benefit plans and the present
value of their obligations are determined using actuar-
ial valuations. The actuarial valuation involves making
assumptions about discount rates, expected rates of
return on assets, future salary increases, mortality
rates and future pension increases. Due to the long-
term nature of these plans, such estimates are subject
to significant uncertainty. All assumptions are re-
viewed at each reporting date.

In determining the appropriate discount rate, manage-
ment considers the interest rates of Sri Lanka Govern-
ment bonds with extrapolated maturities correspond-
ing to the expected duration of the defined benefit
obligation.

The mortality rate is based on publicly available
mortality tables. Future salary increases and pension
increases are based on expected future inflation rates
and expected future salary increase rate of the Bank.

Useful Lifetime of the Property and Equipment

The Bank reviews the residual values, useful lives and
methods of depreciation of assets as at each reporting
date. Judgment of the management is exercised in the
estimation of these values, rates, methods and hence
they are subject to uncertainty.

Commitments and Contingencies

All discernible risks are accounted for in determining
the amount of all known liabilities. Contingent liabil-
ities are possible obligations whose existence will be
confirmed only by uncertain future events or present
obligations where the transfer of economic benefit is
not probable or cannot be reliably measured. Contin-
gent liabilities are not recognized in the Statement of
Financial Position but are disclosed unless they are
remote.
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4. Changes in Accounting Policies

A fundamental reform of major interest rate bench-
mark is being undertaken globally, replacing certain
interbank offered rates (“IBORs”) with alternative
nearly risk-free rates (referred to as “IBOR reform”)
Bank has exposure to certain IBORs on its financial
instruments that are being reformed as part of these
market-wide initiatives.

The Institute of Chartered Accountants of Sri Lanka
(CA Sri Lanka) issued amendments to SLFRS 9, LKAS
39 and SLFRS 7 due to Interest Rate Benchmark
Reform Phase 1 and Phase 2. The effective date of
both IBOR reform Phase 1 and Phase 2 amendments
are for annual reporting periods beginning on or after
1 January 2021 in the Sri Lankan context and the
requirements under phase 2 amendments have to be
applied retrospectively.

The main risks to which the Bank has been exposed as
aresult of IBOR reform are operational. For example,
the renegotiation of loan contracts through bilateral
negotiation with customers, updating of contractual
terms and revision of operational controls related to
the reform and regulatory risk.

Financial risk is predominantly limited to interest rate
risk. Bank has commenced a process to evaluate the
impact from this reform on its financial instruments.
This process will involve evaluating the extent to
which loans advanced, loan commitments, liabilities
and derivatives reference IBOR cash flows, whether
such contracts need to be amended as a result of IBOR
reform, how to manage communication about IBOR
reform with counterparties and the changes required
for the existing credit policies.

As at 31 December 2022, the IBORs for certain key
currencies to which the Bank has exposure to are in
the process of reforming.

5. Significant Accounting Policies

The Accounting Policies set out below have been
applied consistently to all periods presented in these
Financial Statements unless otherwise indicated.

The Accounting Policies have been applied consist-
ently by the Bank except for the changes in accounting
policies described in Note 4.

5.1 Financial Assets and Liabilities

5.1.1 Recognition and Initial Measurement

Financial assets and liabilities, with the exception of
loans and advances to customers and balances due to
customers, are initially recognized on the trade date,
i.e., the date that the Bank becomes a party to the con-
tractual provisions of the instrument. This includes

regular way trades: purchases or sales of financial
assets that require delivery of assets within the time
frame generally established by regulation or con-
vention in the marketplace. Loans and advances to
customers are recognized when funds are transferred
to the customers’ accounts. The Bank recognizes
balances due to customers when funds are transferred
to the Bank.

5.1.2 Classification of Financial Instruments

The classification of financial instruments at initial
recognition depends on their contractual terms and
the business model for managing the instruments.
Financial instruments are initially measured at their
fair value, except in the case of financial assets and
financial liabilities recorded at FVTPL, transaction
costs are added to, or subtracted from, this amount.
Trade receivables are measured at the transaction
price. When the fair value of financial instruments at
initial recognition differs from the transaction price,
the Bank accounts for the Day 1 profit or loss, as de-
scribed below.

Day 1 profit or loss

When the transaction price of the instrument differs
from the fair value at origination and the fair value is
based on a valuation technique using only inputs ob-
servable in market transactions, the Bank recognizes
the difference between the transaction price and fair
value in net trading income. In those cases, where fair
value is based on models for which some of the inputs
are not observable, the difference between the trans-
action price and the fair value is deferred and is only
recognized in the Income Statement loss when the
inputs become observable, or when the instrument is
derecognized.

5.1.2.1 Financial assets

The Bank classifies all of its financial assets based on

the business model for managing the assets and the

asset’s contractual terms, measured at either:

e  Amortized cost (Note 5.1.2.1.1)

e Financial assets measured at fair value through
nother comprehensive income (Note 5.1.2.1.3)

e  Financial assets fair value through profit or loss
(FVTPL), as explained in (Note 5.1.2.1.2)

The classification depends on the Bank’s business
model for managing financial assets and the con-
tractual terms of the financial assets’ cash flows. The
Bank classifies its financial liabilities at amortized cost
unless it has designated liabilities at fair value through
profit.
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5.1.2.1.1 Financial assets at amortized cost Loans and
advances to customers

The Bank only measures Due from banks, Loans and
advances to customers and other financial invest-
ments at amortized cost if both of the following condi-
tions are met:

e Thefinancial asset is held within a business model
with the objective to hold financial assets to col-
lect contractual cash flows.

e The contractual terms of the financial asset give
rise on specified dates to cash flows that are solely
payments of principal and interest (SPPI) on the
principal amount outstanding.

The details of these conditions are outlined below.

Business model assessment

The Bank determines its business model at the level

that best reflects how it manages groups of financial

assets to achieve its business objective.

The Bank’s business model is not assessed on an

instrument-by-instrument basis, but at a higher level

of aggregated portfolios and is based on observable
factors such as:

e How the performance of the business model and
the financial assets held within that business mod-
el are evaluated and reported to the entity’s key
management personnel.

e Therisks that affect the performance of the busi-
ness model (and the financial assets held within
that business model) and, in particular, the way
those risks are managed.

e How managers of the business are compensated
(for example, whether the compensation is based
on the fair value of the assets managed or on the
contractual cash flows collected)

e The expected frequency, value and timing of sales
are also important aspects of the Bank’s assess-
ment.

The business model assessment is based on reasona-

bly expected scenarios without taking ‘worst case’ or

‘stress case’ scenarios into account. If cash flows after

initial recognition are realized in a way that is different

from the Bank’s original expectations, the Bank does
not change the classification of the remaining financial
assets held in that business model but incorporates
such information when assessing newly originated or
newly purchased financial assets going forward.

Assessment of whether Contractual Cash Flows

are Solely Payments of Principal and Interest

(SPPI)

As a second step of its classification process the Bank
assesses the contractual terms of financial to identify
whether they meet the SPPI test.

Principal’ for the purpose of this test is defined as the
fair value of the financial asset at initial recognition
and may change over the life of the financial asset (for
example, if there are repayments of principal or amor-
tization of the premium/discount).

The most significant elements of interest within a
lending arrangement are typically the consideration
for the time value of money and credit risk. To make
the SPPI assessment, the Bank applies judgment and
considers relevant factors such as the currency in
which the financial asset is denominated, and the peri-
od for which the interest rate is set.

In contrast, contractual terms that introduce a more
than de minimize exposure to risks or volatility in the
contractual cash flows that are unrelated to a basic
lending arrangement do not give rise to contractual
cash flows that are solely payments of principal and
interest on the amount outstanding. In such cases, the
financial asset is required to be measured at FVTPL.

5.1.2.1.2 Financial assets fair value through

profit or loss

Financial assets fair value through profit or loss

comprises:

e Financial investments - for trading.

e Instruments with contractual terms that do not
represent solely payments of principal and profit.

Financial instruments held at fair value through profit
or loss are initially recognized at fair value, with trans-
action costs recognized in the statement of profit or
loss as incurred. Subsequently, they are measured at
fair value and any gains or losses are recognized in the
statement of profit or loss as they arise.

Where a financial asset is measured at fair value, a
credit valuation adjustment is included to reflect the
credit worthiness of the counterparty, representing
the movement in fair value attributable to changes in
credit risk.
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Financial investments - for trading

A financial investment is classified as financial assets
recognized through profit or loss if it is acquired or
incurred principally for the purpose of selling or repur-
chasing in the near term, or forms part of a portfolio of
financial instruments that are managed together and
for which there is evidence of short-term profit taking,
oritis aderivative not in a qualifying hedge relation-
ship.

Investments in equity securities are classified as
financial assets recognized through profit or loss and
recognized at fair value. Refer Note 20.

Financial instruments designated as measured

at fair value through profit or loss.

Upon initial recognition, financial instruments may be
designated as measured at fair value through profit or
loss. A financial asset may only be designated at fair
value through profit or loss if doing so eliminates or
significantly reduces measurement or recognition in-
consistencies (i.e., eliminates an accounting mismatch)
that would otherwise arise from measuring financial
assets or liabilities on a different basis. The Bank does
not designate any financial instruments under this
category.

5.1.2.1.3 Financial assets measured at fair value
through other comprehensive income.

Investment in equity instruments that are neither
trading financial assets recognized through profit or
loss, nor contingent consideration recognized by the
Bank in a business combination to which SLFRS 3
“Business Combination” applies, are measured at fair
value through other comprehensive income, where an
irrevocable election has been made by Management
due to long term nature of investment. For portfolios
where Management does not consider anirrevocable
election of adopting fair value through other compre-
hensive income, by default such investments shall be
measured at fair value through profit and loss.

Amounts presented in other comprehensive income
are not subsequently transferred to profit or loss. Div-
idends on such investments are recognized in profit or
loss.

Gains and losses on these equity instruments are
never recycled to profit. Dividends are recognized

in the Income Statement as net trading gain/(loss)
when the right of the payment has been established,
except when the Bank benefits from such proceeds
as arecovery of part of the cost of the instrument, in
which case, such gains are recorded in OCI. Equity in-
struments at FVOCI are not subject to an impairment
assessment.

5.1.2.2 Financial liabilities

The initial and subsequent measurement of financial

liabilities depends on their classification as described

below:

At the inception the Bank determines the classifica-

tion of its financial liabilities. Accordingly, financial

liabilities are classified as.

e Financial liabilities at Fair Value through Profit or
Loss (FVTPL) (Note 5.1.2.2.1)

1. Financial liabilities held for trading.

2. Financial liabilities designated at fair value
through profit or loss.

e Financial liabilities at amortised cost (Note
5.1.2.2.2)

The subsequent measurement of financial liabilities

depends on their classification.

5.1.2.2.1 Financial liabilities at Fair Value through
Profit or Loss (FVTPL)

Financial liabilities at FVTPL include financial liabilities
held for trading and financial liabilities designated
upon initial recognition at fair value through profit

or loss. Subsequent to initial recognition, financial
liabilities at FVTPL are fair value, and changes therein
recognised in profit or loss.

Financial liabilities are classified as held for trading if
they are acquired principally for the purpose of selling
or repurchasing in the near term or holds as a part

of the portfolio that is managed together for short
term profit or position taking. This category includes
derivative financial instruments entered in to by the
Bank which are not designated as hedging instruments
in the hedge relationships as defined by the Sri Lanka
Accounting Standards - LKAS 39 on “Financial Instru-
ments: Recognition and Measurements”.

Separated embedded derivatives are also classified as
held for trading unless they are designated as effective
hedging instruments. Gains or losses on liabilities held
for trading are recognised in the income statement.

The Bank does not have any financial liabilities under
this category.

5.1.2.2.2 Financial liabilities at amortised cost
Financial instruments issued by the Bank that are not
designated at fair value through profit or loss, are
lassified as liabilities at amortised cost under “due

to customers and other borrowings” as appropriate,
where the substance of the contractual arrangement
results in the Bank having an obligation either to
deliver cash or another financial asset to the holder, or
to satisfy the obligation other than by the exchange of
a fixed amount of cash or another financial assets for
a fixed number of own equity shares at amortised cost
using EIR method.
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After initial recognition, such financial liabilities are
substantially measured at amortised cost using the EIR
method. Amortised cost is calculated by taking into
account any discount or premium on the issue and
costs that are integral part of the EIR. The EIR amorti-
sationisincluded in “interest expenses” in the income
statement. Gains and losses are recognised in the in-
come statement when the liabilities are derecognised
as well as through the EIR amortisation process.

This category consists of due to Banks, Due to other
customers, and Debt issued and other borrowed fund.

5.1.2.3 Reclassification of financial assets and
liabilities

The Bank does not reclassify its financial assets
subsequent to their initial recognition, apart from the
exceptional circumstances in which the Bank acquires,
disposes of, or terminates a business line. Financial
liabilities are never reclassified. The Bank did not re-
classify any of its financial assets or liabilities in 2022.

5.1.2.4 De-recognition of financial assets and
liabilities

De-recognition due to substantial modification
of terms and conditions

The Bank de-recognizes a financial asset, such as a
loan to a customer, when the terms and conditions
have been renegotiated to the extent that, substantial-
ly, it becomes a new loan, with the difference recog-
nized as a derecognition gain or loss, to the extent that
an impairment loss has not already been recorded.
The newly recognized loans are classified as Stage 1
for ECL measurement purposes, unless the new loan is
deemed to be POCI.

When assessing whether or not to de-recognize a loan

to a customer, amongst others, the Bank considers the

following factors:

e Changein currency of the loan.

e Introduction of an equity feature

e Changeincounterparty.

e |fthe modification is such that the instrument
would no longer meet the SPPI criterion

If the modification does not result in cash flows that
are substantially different, the modification does not
result in de-recognition. Based on the change in cash
flows discounted at the original EIR, the Bank records
a modification gain or loss, to the extent that an im-
pairment loss has not already been recorded.

De-recognition other than for substantial
modification

Financial assets

A financial asset (or, where applicable, a part of a finan-
cial asset or part of a group of similar financial assets)
is derecognized when the rights to receive cash flows
from the financial asset have expired. The Bank also
de-recognizes the financial asset if it has both trans-
ferred the financial asset and the transfer qualifies for
de-recognition.

The Bank has transferred the financial asset if, and
only if, either:

e The Bank has transferred its contractual rights to
receive cash flows from the financial asset.

Or

e [tretainstherightsto the cash flows but has
assumed an obligation to pay the received cash
flows in full without material delay to a third party
under a ‘pass through’ arrangement.

Pass-through arrangements are transactions whereby
the Bank retains the contractual rights to receive the
cash flows of a financial asset (the ‘original asset’), but
assumes a contractual obligation to pay those cash
flows to one or more entities (the ‘eventual recipi-
ents’), when all of the following three conditions are
met:

e The Bank has no obligation to pay amounts to the
eventual recipients unless it has collected equiv-
alent amounts from the original asset, excluding
short-term advances with the right to full recov-
ery of the amount lent plus accrued interest at
market rates.

e The Bank cannot sell or pledge the original asset
other than as security to the eventual recipients.

e The Bank has to remit any cash flows it collects on
behalf of the eventual recipients without material
delay.

In addition, the Bank is not entitled to reinvest such
cash flows, except for investments in cash or cash
equivalents including interest earned, during the
period between the collection date and the date of
required remittance to the eventual recipients.

A transfer only qualifies for de-recognition if either:

e The Bank has transferred substantially all the
risks and rewards of the asset.

Or
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e The Bank has neither transferred nor retained
substantially all the risks and rewards of the asset but
has transferred control of the asset.

The Bank considers control to be transferred if and only if,
the transferee has the practical ability to sell the asset in its
entirety to an unrelated third party and is able to exercise
that ability unilaterally and without imposing additional
restrictions on the transfer.

When the Bank has neither transferred nor retained
substantially all the risks and rewards and has retained
control of the asset, the asset continues to be recognized
only to the extent of the Bank’s continuing involvement,
in which case, the Bank also recognizes an associated
liability. The transferred assets and the associated liability
are measured on a basis that reflects the rights and
obligations that the Bank has retained.

Continuing involvement that takes the form of a guarantee
over the transferred asset is measured at the lower of the
original carrying amount of the asset and the maximum
amount of consideration the Bank could be required to pay.

If continuing involvement takes the form of a written or
purchased option (or both) on the transferred asset, the
continuing involvement is measured at the value the Bank
would be required to pay upon repurchase. In the case

of awritten put option on an asset that is measured at fair
value, the extent of the entity’s continuing involvement is
limited to the lower of the fair value of the transferred asset
and the option exercise price.

Financial liabilities

A financial liability is de-recognized when the obligation
under the liability is discharged, cancelled or expires.
Where an existing financial liability is replaced by another
from the same lender on substantially different terms, or the
terms of an existing liability are substantially modified, such
an exchange or modification is treated as a de-recognition
of the original liability and the recognition of a new liability.
The difference between the carrying value of the original
financial liability and the consideration paid is recognized

in the Income Statement.

5.1.2.5 Impairment

Recognition of ECL

The bank has been recording the allowance for expected
credit losses for all loans and other debt financial assets

not held at FVPL, together with loan commitments and
financial guarantee contracts, in this section all referred to
as ‘financial instruments. Equity instruments are not subject
to impairment under SLFRS 9.
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The 12-month ECL is the portion of LTECLs that represent
the ECLs that result from default events on a financial
instrument that are possible within the 12 months after the
reporting date.

Both LTECLs and 12-month ECLs are calculated on either
an individual basis or a collective basis, depending on the
nature of the underlying portfolio of financial instruments.
The Bank’s policy for grouping financial assets measured
on a collective basis is explained below. The Bank has
established a policy to perform an assessment, at the

end of each reporting period, of whether a financial
instrument’s credit risk has increased significantly since
initial recognition, by considering the change in the risk

of default occurring over the remaining life of the financial
instrument.

Based on the above process, the Bank groups its loans
into Stage 1, Stage 2, Stage 3 and POCI, as described
below:

Stage 1:When loans are first recognized, the Bank
recognizes an allowance based on 12-month ECLs. Stage
1 loans also include facilities where the credit risk has
improved, and the loan has been reclassified from Stage 2.

Stage 2 : When a loan has shown a significant increase in
credit risk since origination, the Bank records an allowance
for the LTECLs. Stage 2 loans also include facilities,

where the credit risk has improved, and the loan has been
reclassified from Stage 3.

Stage 3 : Loans considered credit impaired. The bank
records an allowance for the LTECLs.

POCI : Purchased or originated credit impaired (POCI)
assets are financial assets that are credit impaired on
initial recognition. POCl assets are recorded at fair value
at original recognition and interest income is subsequently
recognized based on a credit adjusted EIR. ECLs are

only recognized or released to the extent that there is a
subsequent change in the expected credit losses. The
Bank does not have any POCI assets as of the reporting
date.

For financial assets for which the Bank has no reasonable
expectations of recovering either the entire outstanding
amount, or a proportion thereof, the gross carrying amount
of the financial asset is reduced. This is considered a
(partial) de-recognition of the financial asset.

The calculation of ECLs

The Bank calculates ECLs based on four probability
weighted scenarios to measure the expected cash
shortfalls, discounted at an approximation to the EIR. A
cash shortfall is the difference between the cash flows that
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are due to an entity in accordance with the contract and
the cash flows that the entity expects to receive.

The mechanics of the ECL calculations are outlined below
and the key elements are, as follows:

PD : The Probability of Default is an estimate of the
likelihood of default over a given time horizon. A default
may only happen at a certain time over the assessed
period, if the facility has not been previously recognized
and is still in the portfolio.

EAD : The Exposure at Default is an estimate of the
exposure at a future default date, taking into account
expected changes in the exposure after the reporting date,
including repayments of principal and interest, whether
scheduled by contract or otherwise, expected draw downs
on committed facilities, and accrued interest from missed
payments.

LGD : The Loss Given Default is an estimate of the loss
arising in the case where a default occurs at a given time.

It is based on the difference between the contractual

cash flows due and those that the lender would expect to
receive, including from the realization of any collateral. It is
usually expressed as a percentage of the EAD.

When estimating the ECLs, the Bank considers three
scenarios base case, best case, and worst case. Each of
these is associated with different PDs, EADs and LGDs.
When relevant, the assessment of multiple scenarios also
incorporates how defaulted loans are expected to be
recovered, including the probability that the loans will cure
and the value of collateral or the amount that might be
received for selling the asset.

Impairment losses and releases are accounted for and
disclosed separately from modification losses or gains that
are accounted for as an adjustment of the financial asset’s
gross carrying value.

The mechanics of the ECL method are summarized below:

Stage 1: The 12 months ECL is calculated as the portion

of LTECLs that represent the ECLs that result from default
events on a financial instrument that are possible within the
12 months after the reporting date. The Bank calculates the
12m ECL allowance based on the expectation of a default
occurring in the 12 months following the reporting date.
These expected 12-month default probabilities are applied
to a forecast EAD and multiplied by the expected LGD

and discounted by an approximation to the original EIR.
This calculation is made for each of the three scenarios, as
explained above.

Stage 2 : When a loan has shown a significant increase in
credit risk since origination, the Bank records an allowance
for the LTECLs. The mechanics are similar to those
explained above, including the use of multiple scenarios,
but PDs and LGDs are estimated over the lifetime of the
instrument. The expected cash shortfalls are discounted by
an approximation to the original EIR.

Stage 3 : For loans considered credit-impaired, the Bank
recognizes the lifetime expected credit losses for these
loans. The method is similar to that for Stage 2 assets, with
the PD set at 100%.

POCI : POCI assets are financial assets that are credit
impaired on initial recognition. The Bank only recognizes
the cumulative changes in lifetime ECLs since initial
recognition, based on a probability-weighting of the four
scenarios, discounted by the credit adjusted EIR. The
Bank does not have any POCI assets as of the reporting
date.

Financial Guarantee contracts: For credit cards and
revolving facilities that include both a loan and an undrawn
commitment, ECLs are calculated and presented together
with the loan. For loan commitments and, the ECL is
recognized within Provisions.

Calculations of ECL for individually significant loans

The Bank first assesses ECLs individually for financial
assets that are individually significant to the Bank. In

the event the Bank determines that such assets are not
impaired (Not in stage 3), it includes the asset in a group of
financial assets with similar credit risk characteristics and
collectively assess them for impairment. However, assets
that are individually assessed for impairment and for which
an impairment loss is or continues to be recognized are not
included in a collective assessment of impairment.

If the asset is impaired the amount of the loss measured by
discounting the expected future cash flows of a financial
asset at its original effective interest rate and comparing
the resultant present value with the financial asset’s current
carrying amount. The impairment on individually significant
accounts are reviewed more regularly when circumstances
require. This normally encompasses re-assessment of the
enforceability of any collateral held and the timing and
amount of actual and anticipated receipts. Individually
assessed impairments only released when there is
reasonable and objective evidence of a reduction in the
established loss estimate. Interest on impaired assets
continues to be recognized through the unwinding of the
discount.

Regional Development Bank
Annual Report 2022

131



NOTES TO THE FINANCIAL STATEMENTS

When ECLs are determined for individually significant
financial assets, following factors are considered:

e  Aggregate exposure to the customer including any
undrawn exposures.

e The viability of the customer’s business model and
their capacity to trade successfully out of financial
difficulties and generate sufficient cash flows to service
debt obligations.

e The amount and timing of expected receipts and
recoveries.

e The extent of other creditors’ commitments ranking
ahead of, or pari-passu with the Bank and the
likelihood of other creditors continuing to support the
Bank.

e The complexity of determining the aggregate amount
and ranking of all creditor claims and the extent to
which legal and insurance uncertainties are evident.

e Therealizable value of security (or other credit
mitigants) and likelihood of successful repossession.

e Thelikely deduction of any costs involved in recovery
of amounts outstanding.

e The ability of the borrower to obtain and make
payments in the currency of the loan if not denominated
in local currency; and

e Thelikely dividend available on liquidation or
bankruptcy

Debt instruments measured at fair value
through OCI

The ECLs for debt instruments measured at FVOCI do not
reduce the carrying amount of these financial assets in the
statement of financial position, which remains at fair value.
Instead, an amount equal to the allowance that would
arise if the assets were measured at amortized cost is
recognized in OCl as an accumulated impairment amount,
with a corresponding charge to the Income Statement.
The accumulated loss recognized in OCl is recycled to the
profit and loss upon de-recognition of the assets.

Purchased or originated credit impaired
financial assets (POCI)

For POCI financial assets, the Bank only recognizes the
cumulative changes in LTECL since initial recognition in the
loss allowance.

Forward looking information

Inits ECL models, the Bank relies on a broad range of
forward-looking information as economic inputs, such as

e GDPgrowth
e Inflationrate
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e Interest Rates

e  Exchange Rate US$: LKR

e  Unemployment rates

The inputs and models used for calculating ECLs may
not always capture all characteristics of the market

at the date of the financial statements. To reflect this,
qualitative adjustments or overlays are occasionally made
as temporary adjustments when such differences are
significantly material. Therefore, bank also considers the
following qualitative factors.

e AveragelTV

e  Government Policies

e  Status of the Industry Business

e Regulatory impact

5.1.3 Collateral valuation

To mitigate its credit risks on financial assets, the Bank
seeks to use collateral, where possible. The collateral
comes in various forms, such as cash, securities, letters

of credit/guarantees, real estate, receivables, inventories,
other non-financial assets and credit enhancements such
as netting agreements. The Bank’s accounting policy for
collateral assigned to it through its lending arrangements
under SLFRS 9 is the same is it was under LKAS 39.

5.1.3.1 Collateral repossessed.

The Bank’s policy is to determine whether a repossessed
asset can be best used for its internal operations or should
be sold. Assets determined to be useful for the internal
operations are transferred to their relevant asset category
at the lower of their repossessed value or the carrying
value of the original secured asset. Assets for which selling
is determined to be a better option are transferred to
assets held for sale at their fair value (if financial assets)
and fair value less cost to sell for non-financial assets at
the repossession date in, line with the Bank’s policy.

In its normal course of business, the Bank does not
physically repossess properties or other assets in its

retail portfolio, but engages external agents to recover
funds, generally at auction, to settle outstanding debt. Any
surplus funds are returned to the customers/obligors. As a
result of this practice, the residential properties under legal
repossession processes are not recorded on the balance
sheet

5.1.4 Write-offs

Financial assets are written off either partially or in their
entirety only when the Bank has stopped pursuing the
recovery. If the amount to be written off is greater than the
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accumulated loss allowance, the difference is first
treated as an addition to the allowance that is then
applied against the gross carrying amount. Any
subsequent recoveries are credited to credit loss
expense.

5.1.5 Forborne and modified loans

The Bank sometimes makes concessions or
modifications to the original terms of loans as a
response to the borrower’s financial difficulties,
rather than taking possession or to otherwise enforce
collection of collateral. The Bank considers a loan
forborne when such concessions or modifications

are provided as a result of the borrower’s present or
expected financial difficulties and the Bank would

not have agreed to them if the borrower had been
financially healthy. Indicators of financial difficulties
include defaults on covenants, or significant concerns
raised by the Credit Risk Department. Forbearance
may involve extending the payment arrangements and
the agreement of new loan conditions. Once the terms
have been renegotiated, any impairment is measured
using the original EIR as calculated before the
modification of terms. It is the Bank’s policy to monitor
forborne loans to help ensure that future payments
continue to be likely to occur. De-recognition
decisions and classification between Stage 2 and
Stage 3 are determined on a case-by-case basis. If
these procedures identify a loss in relation to a loan,

it is disclosed and managed as an impaired Stage 3
forborne asset until it is collected or written off.

When the loan has been renegotiated or modified but
not de-recognized, the Bank also reassesses whether
there has been a significant increase in credit risk, as
set outin Note 21.3. The Bank also considers whether
the assets should be classified as Stage 3.

5.1.6 Foreclosed Properties

Foreclosed properties represent properties that are
acquired in full or partial satisfaction of debts the
shortfall between the prevailing market value of

the foreclosed asset and related loan outstanding is
recognized as a provision for loan losses in the Income
Statement during the year of acquiring the said
property in satisfaction of debt.

5.1.7 Offsetting Financial Instruments

Financial assets and financial liabilities are off set and
the net amount reported in the Statement of financial
position if, and only if, there is a currently enforceable
legal right to offset the recognized amounts and there
is an intention to settle on a net basis, or to realize the
asset and settle the liability simultaneously. This is not
generally the case with master netting agreements
therefore, the related assets and liabilities are

presented gross in the Statement of financial position.

5.2 Property and Equipment

Property, Plant & Equipment (PPE) are recognized if it
is probable that future economic benefits associated
with the assets will flow to the Bank and the cost of
the asset can be reliably measured.

Items of PPE are stated at cost excluding the costs of
day-to-day servicing, less accumulated depreciation
and accumulated impairment in value. Changes in the
expected useful life are accounted for by changing the
depreciation period or method, as appropriate, and
treated as changes in accounting estimates. The
depreciation is recognized in the Income Statement on
a straight-line basis over the useful life of the assets,
commencing from when the assets are available for
use. Land is not depreciated. The estimated useful
lives are as follows:

Building 20 Years
Computer Equipment 05 Years
Office Equipment 05 Years
Motor Vehicles 05 Years
Furniture 06 Years
Iron Safes 10 Years
Partition and fittings 05 Years

Subsequent expenditure is capitalized only when it
is probable that the future economic benefits of the
expenditure will flow to the Bank.

The carrying amount of an item of PPE is derecognized
on disposal or when no future economic benefits are
expected from its use. Any gain or loss arising on de-
recognition of the asset (calculated as the difference
between the net disposal proceeds and the carrying
amount of the asset) is recognized in other operating
income/expense in the Income Statement in the year
the asset is derecognized.

Capital Work in progress is stated at cost. These are
expenses of a capital nature directly incurred in the
construction of buildings, awaiting capitalization.

5.3 Leases

This policy is applied to contracts entered into (or
changed) on or after 1 January 2019.

At inception of a contract, the Bank assesses whether
acontract is, or contains, a lease. A contract is, or
contains, a lease if the contract conveys the right to
control the use of an identified asset for a period of
time in exchange for consideration. To assess whether
a contract conveys the right to control the use of an
identified asset, the Bank uses the definition of a lease
in SLFRS 16.
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5.3.1 Bank acting as a lessee.

At commencement or on modification of a contract
that contains a lease component, the Bank allocates
consideration in the contract to each lease component
on the basis of its relative standalone price. However,
for leases of branches and office premises the Bank
has elected not to separate non-lease components and
accounts for the lease and non-lease components as a
single lease component.

The Bank recognizes a right-of-use asset and a lease
liability at the lease commencement date. The right-of-
use asset is initially measured at cost, which comprises
the initial amount of the lease liability adjusted for any
lease payments made at or before the commencement
date, plus any initial direct costs incurred and an
estimate of costs to dismantle and remove any
improvements made to branches or office premises.

The right-of-use asset is subsequently depreciated
using the straight-line method from the commenc-
ement date to the end of the lease term. In addition,
the right-of-use asset is periodically reduced by
impairment losses, if any, and adjusted for certain
remeasurements of the lease liability.

The lease liability is initially measured at the present
value of the lease payments that are not paid at the
commencement date, discounted using the interest
rate implicit in the lease or, if that rate cannot be
readily determined, the Bank’s incremental borrowing
rate. Generally, the Bank uses its incremental
borrowing rate as the discount rate.

The Bank determines its incremental borrowing rate
by analyzing its borrowings from various external
sources and makes certain adjustments to reflect the
terms of the lease and type of asset leased.

Lease payments included in the measurement of the
lease liability comprise the following:

e fixed payments, including in-substance fixed
payments.

e variable lease payments that depend on an index
or arate, initially measured using the index or rate
as at the commencement date.

e amounts expected to be payable under a residual
value guarantee; and

e the exercise price under a purchase option
that the Bank is reasonably certain to exercise,
lease payments in an optional renewal period
if the Bank is reasonably certain to exercise
an extension option, and penalties for early
termination of a lease unless the Bank is
reasonably certain not to terminate early

The lease liability is measured at amortized cost using
the effective interest method. It is remeasured when
thereis a change in future lease payments arising from
achangeinanindex or rate, if there is a change in the
Bank’s estimate of the amount expected to be payable
under a residual value guarantee, if the Bank changes
its assessment of whether it will exercise a purchase,
extension or termination option or if there is a revised
in-substance fixed lease payment.

When the lease liability is remeasured in this way, a
corresponding adjustment is made to the carrying
amount of the right-of-use asset or is recorded in
profit or loss if the carrying amount of the right-of-use
asset has been reduced to zero.

The Bank presents right-of-use assets separately and
lease liabilities under other liabilities in the Statement
of Financial Position.

5.3.1.1 Short-term leases and leases of
low-value assets

The Bank has elected not to recognize right-of-use
assets and lease liabilities for leases of low-value
assets and short-term leases. The Bank recognizes
the lease payments associated with these leases as an
expense on a straight-line basis over the lease term.

5.3.2 Bank acting as a lessor.

At inception or on modification of a contract that
contains a lease component, the Bank allocates the
consideration in the contract to each lease component
on the basis of their relative stand-alone selling prices.

When the Bank acts as a lessor, it determines at lease
inception whether the lease is a finance lease or an
operating lease.

To classify each lease, the Bank makes an overall
assessment of whether the lease transfers
substantially all of the risks and rewards incidental to
ownership of the underlying asset. If this is the case,
then the lease is a finance lease; if not, then it is an
operating lease. As part of this assessment, the Bank
considers certain indicators such as whether the lease
is for a major part of the economic life of the asset.

The Bank applies the derecognition and impairment
requirements in SLFRS 9 to the net investment in the
lease. The Bank further regularly reviews estimated
unguaranteed residual values used in calculating the
gross investment in the lease.
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5.4 Intangible Assets

The Bank’s other intangible assets include the value of
computer software.

An intangible asset is recognized only when its cost
can be measured reliably, and it is probable that
the expected future economic benefits that are
attributable to it will flow to the Bank.

Intangible assets acquired separately are measured on
initial recognition at cost. Following initial recognition,
intangible assets are carried at cost less any
accumulated amortization and any accumulated
impairment losses.

The useful lives of intangible assets are assessed to

be either finite or indefinite. Intangible assets with
finite lives are amortized over the useful economic life.
The amortization period and the amortization method
for anintangible asset with a finite useful life are
reviewed atleast at each financial yearend. Changes

in the expected useful life or the expected pattern of
consumption of future economic benefits embodied
in the asset are accounted for by changing the
amortization period or method, as appropriate, and
they are treated as changes in accounting estimates.
The amortization expense on intangible assets with
finite lives is presented as a separate line item in the
Income Statement.

Amortization is calculated using the straight-line
method to write down the cost of intangible assets to
their residual values over their estimated useful lives
as follows:

e Computer software 3 Years

5.5 Impairment of Non-financial
Assets

The Bank assesses at each reporting date whether
there is anindication that an asset may be impaired.

If any indication exists, or when annual impairment
testing for an asset is required, the Bank estimates the
asset’s recoverable amount.

The recoverable amount of an asset or Cash
Generating Unit (CGU) is the greater of its value in use
and its fair value less costs to sell. In assessing value in
use, the estimated future cash flows are discounted to
their present value using a pre-tax discount rate that
reflects current market assessments of the time value
of money and the risks specific to the asset or CGU.

For the purpose of impairment testing, assets that
cannot be tested individually are grouped together
into the smallest group of assets that generates
cash inflows from continuing use that are largely
independent of the cash inflows of other assets or
CGU, subject to an operating segment ceiling test.

An impairment loss is recognized if the carrying
amount of an asset exceeds its recoverable amount.
Impairment losses are recognized in the Profit or Loss
Statement.

5.6 Financial Guarantees

“Financial guarantees” are contracts that require the
Bank to make specific payments to reimburse the
holder for a loss that it incurs because a specified
debtor fails to make payment when it is due in
accordance with the terms of the debt instrument.
“Loan commitments” are firm commitments to provide
credit under pre-specified terms and conditions.

Liabilities arising from financial guarantees or
commitments to provide a loan at a below-market
interest rate are initially measured at fair value and
the initial fair value is amortized over the life of

the guarantee or the commitment. The liability is
subsequently carried at the higher of this amortized
amount and the present value of any expected
payment to settle the liability when a payment
under the contract has become probable. Financial
guarantees and commitments to provide aloan at a
below-market interest rate are included within other
liabilities.

5.7 Retirement Benefit Obligation

5.7.1 Defined Benefit Pension Plan-Gratuity

A defined benefit plan is a post-employment benefit
plan other than a defined contribution plan’ as defined
in the Sri Lanka Accounting Standard - LKAS 19 -
“Employee Benefits”.

5.7.2 Gratuity

In compliance with the Gratuity Act No.12 of 1983
provision is made in the accounts.

An actuarial valuation is carried out at every year
end to ascertain the full liability under the Fund. The
valuation was carried out as at 31st December 2022
by Actuarial & Management Consultants (Pvt) Ltd,

a qualified actuary using the projected unit credit
method.
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Recognition of Actuarial gains and losses: The Bank
recognizes the total actuarial gains and losses that
arise in calculating the Bank’s obligation in respect of
the plan in Other Comprehensive Income during the
period in which it occurs.

Funding Arrangements: The Gratuity liability is not
externally funded.

5.7.3 Defined Contribution Pension Plan

‘A defined contribution plan is a post-employment
benefit plan under which an entity pays fixed
contributions into a separate entity (a fund) and will
have no legal or constructive obligation to pay further
contributions if the fund does not hold sufficient
assets to pay all employee benefits relating to
employee services in the current and prior periods’ as
defined in the Sri Lanka Accounting Standard - LKAS
19 - “Employee Benefits”.

The contribution payable to a defined contribution
planis in proportion to the services rendered to the
Bank by the employees and is recorded as an expense
under ‘personnel expenses’ as and when they become
due. Unpaid contributions are recorded as a liability.

1. Employees’ Provident Fund
The Bank and Employees contribute to the Employees
Provident Fund at 15% and 10% respectively.

2. Employees’ Trust Fund
The Bank contributes to the Employees’ Trust Fund at
3%.

5.8 Provisions

Provisions are recognized when the Bank has a
present obligation (legal or constructive) as a result
of a past event, and it is probable that an outflow

of resources embodying economic benefits will

be required to settle the obligation and a reliable
estimate can be made of the amount of the obligation.
The expense relating to any provision is presented in
the Income Statement net of any reimbursement

5.9 Recognition of Income and
Expenses

5.9.1 Interest Income and Expense

Interest income and expense are recognized in profit
or loss using the effective interest method. The
effective interest rate is the rate that exactly discounts
the estimated future cash payments and receipts
through the expected life of the financial asset or
liability (or, where appropriate, a shorter period) to

the carrying amount of the financial asset or liability.
When calculating the effective interest rate, the Bank
estimates future cash flows considering all contractual
terms of the financial instrument, but not future

credit losses.

The calculation of the effective interest rate includes
all transaction costs and fees that are an integral part
of the effective interest rate. Transaction costs include
incremental costs that are directly attributable to the
acquisition or issue of a financial asset or liability.

Interest income and expense presented in the Income
Statement include interest on financial assets

and financial liabilities measured at amortized
costcalculated on an effective interest basis.

Fair value changes on other derivatives held for risk
management purposes, and all other financial assets
and liabilities carried at fair value through profit or
loss, are presented in net income from other financial
instruments at fair value through profit or loss in the
Income Statement.

Interest income on FVOCI investment securities
calculated on an effective interest basis is also
included in interest income.

5.9.2 Fees and Commission Income

The Bank earns fee and commission income from a
diverse range of services it provides to its customers.
Fee income can be divided into the following category:

Fee Income Earned from Services that are Provided
over a Certain Period of Time

Fees earned for the provision of services over a period
of time are accrued over that period. These fees
include commission income, loan service charges,
inspection charge and stationary charges recovered
from the customers.

Loan commitment fees for loans that are likely to be
drawn down and other credit related fees are deferred
(together with any incremental costs) and recognized
as an adjustment to the EIR on the loan. When

it is unlikely that a loan will be drawn down, the

loan commitment fees are recognized over the
commitment period on a straightline basis.

5.9.3 Net Gains/ (Losses) from Trading

This income comprises gains less losses related to
trading / FVTPL assets and includes all realized and
unrealized fair value changes.
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5.9.4 Profits / Losses from Sale of Property,
Plant and Equipment

Any profits or losses from sale of property, plant and
equipment are recognized in the period in which the
sale occurs and is classified as net other operating
income.

5.10 Taxation

As per Sri Lanka Accounting Standard - LKAS 12 -
“Income Taxes”, tax expense is the aggregate amount
included in determination of profit or loss for the
period in respect of current and deferred taxation.
Income tax expense is recognized in the Income
Statement except to the extent it relates to items
recognized directly in ‘Equity’ or ‘other comprehensive
income (OCI), in which case it is recognized in Equity
orin OCI.

5.10.1 Current Tax

Current tax assets and liabilities for the current and
prior years are measured at the amount expected to
be recovered from or paid to the taxation authorities.
The tax rates and tax laws used to compute the
amount are those that are enacted or substantively
enacted by the reporting date.

Accordingly, provision for taxation is based on the
profit for the year adjusted for taxation purposes in
accordance with the provisions of the Inland Revenue
Act No 24 of 2017 and the amendments thereto at the
rates specified in Note 15 to the Financial Statements.

5.10.2 Deferred Tax

Deferred tax is recognized on temporary differences

at the reporting date between the tax bases of

assets and liabilities and their carrying amounts for

financial reporting purposes. Deferred tax liabilities

are recognized for all taxable temporary differences,
except:

e  Where the deferred tax liability arises from the
initial recognition of goodwill or of an asset or
liability in a transaction that is not a business
combination and, at the time of the transaction,
affects neither the accounting profit nor taxable
profit or loss.

e Inrespect of taxable temporary differences
associated with investments in subsidiaries,
where the timing of the reversal of the temporary
differences can be controlled and it is probable
that the temporary differences will not reverse in
the foreseeable future.

Deferred tax assets are recognized for all deductible
temporary differences, carry forward of unused tax
credit sand unused tax losses, to the extent that it is
probable that taxable profit will be available against
which the deductible temporary differences, and the

carry forward of unused tax credits and unused tax

losses can be utilized except:

e  Where the deferred tax asset relating to the
deductible temporary difference arises from
the initial recognition of an asset or liability in a
transaction that is not a business combination and,
at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss.

e |Inrespect of deductible temporary differences
associated with investments in subsidiaries,
deferred tax assets are recognized only to the
extent that it is probable that the temporary
differences will reverse in the foreseeable future
and taxable profit will be available against which
the temporary differences can be utilized.

The carrying amount of deferred tax assets is
reviewed at each reporting date and reduced to
theextent that it is no longer probable that sufficient
taxable profit will be available to allow all or part of
the deferred tax asset to be utilized. Unrecognized
deferred tax assets are reassessed at each reporting
date and are recognized to the extent that it has
become probable that future taxable profit will allow
the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the
tax rates that are expected to apply in the year when
the asset is realized or the liability is settled, based

on tax rates (and tax laws) that have been enacted or
substantively enacted at the reporting date.

Current tax and deferred tax relating to items
recognized directly in equity are also recognized in
equity and not in the Income Statement.

Deferred tax assets and deferred tax liabilities are
offset if a legally enforceable right exists to set off
current tax assets against current tax liabilities and
the deferred taxes relate to the same taxable entity
and the same taxation authority.

5.10.3 VAT on Financial Services

The value base for Value Added Tax (VAT) for the

Bank is the adjusted accounting profit before tax,
emoluments of employees and economic depreciation
computed for the owned fixed assets. The total

value addition arrived for the entire bank has to be
apportioned in accordance to the applicable turnover;
turnover has to be quantified in line with the turnover
applicable for general VAT and VAT on Financial
Services. The Value Addition Attributable for Financial
Services” shall be derived with the application of the
turnover ratio distinguishing general VAT and VAT on
Financial Services. Tax fraction 15/115 shall be applied
(it has been proposed to change the rate on VAT on
Financial Services from 15/115 to 18/118 with effect
from January 2022) on the value addition attributable
to financial services in order to derive the total VAT
liability for a particular period.
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5.10.4 Withholding Tax (WHT) on
Dividends

Dividends distributed out of profits after tax attract a
14% tax deduction in the hands of the dividend
recipient (individuals are taxed at the progressive tax
rates, 6%, 12% and balance 18%). Unlike in the period
before January 2020, withholding tax on dividends is
not a tax at source and it shall not be deducted at the
time of dividends are distributed; the shareholders
shall receive dividends at gross.

Withholding Tax on Dividends has been abolished with
effect from 1 January 2020 as per the Inland Revenue
Amendment Act No 10 of 2021. Therefore, dividend
income shall not be subject to withholding tax further
with effect from 1 January 2020.

With the introduction of the Inland Revenue
Amendment Act No 10 of 2021, any dividends paid
out of the dividends received, shall be exempted from
income tax net of the cost of funds. In addition, if a
resident company pays the dividend to a nonresident
person (including a company) such would be totally
exempt from income tax.

5.10.5 Social Security Contribution
Levy (SSCL)

SSCL on financial services is calculated based on the
total value addition used for the purpose of VAT on
financial services in accordance with the Social
Security Contribution Act, No.25 of 2022 from 1
October 2022. Bank is liable to pay SSCL on financial
services at the rate of 2.5% on the vale addition
attributable to the supply of the financial services.

5.10.6 Crop Insurance Levy (CIL)

As per the provisions of the Section 14 of the Finance
Act No. 12 of 2013, the CIL was introduced with
effect from 1 April 2013 and is payable to the National
Insurance Trust Fund. Currently, CIL is payable at 1%
of the profit after tax.

Section 14 of the Finance Act No. 12 of 2013 impose a

crop insurance levy on institutions under the purview

of;

e Banking Act No. 30 of 1988

e Finance Companies Act No. 78 of 1988

e Regulation of Insurance Industry Act No. 43 of
2000

Accordingly, Bank is required to pay 1% of the profit
after tax for a year of assessment to the National
Insurance Trust Fund with effect from 1 April 2013.

5.10.7 Surcharge Tax

As per the provisions of the Surcharge Tax Act No.

14 of 2022, if the aggregate of the taxable income of
the holding company and all subsidiaries in a group
of companies for the Year of Assessment 2020/21
exceed LKR.2,000 Mn, each company in the group of
companies is liable to pay Surcharge Tax calculated at
25% on the table income.

5.10.8 IFRIC 23 - Uncertainty over
income tax treatment

The interpretation addresses the accounting for
income taxes when tax treatments involve uncertainty
that affects the application of LKAS 12 “Income Taxes”.
It does not apply to taxes or levies outside the scope of
LKAS 12, nor does it specifically include requirements
relating to interest and penalties associated within
certain tax treatments. The interpretation specifically
addresses the following:

Whether an entity considers uncertain tax

treatments separately

e The assumptions an entity makes about the
examination of tax treatments by taxation
authorities.

e How an entity determines taxable profit (tax loss),
tax bases, unused tax losses, unused tax credits
and tax rates

e How an entity considers changes in facts and

circumstances

The Bank determines whether to consider each
uncertain tax treatment separately or together with
one or more other uncertain tax treatments and uses
the approach that better predicts the resolution of the
uncertainty.

The Bank applies significant judgement in identifying
uncertainties over income tax treatments. Since the
Bank operates in a complex environment, it assessed
Bank the interpretation had an impact on its Financial
Statements. Upon adoption of the interpretation,
the Bank considered whether it has any uncertain
tax positions, particularly those relating to transfer
pricing. The tax filings of the Bank in different
jurisdictions include deductions related to transfer
pricing and the taxation authorities may challenge
those tax treatments.

The Bank determined, based on its tax compliance and
transfer pricing study, that it is probable that its tax
treatments will be statements of the accepted by the
taxation authorities. The interpretation did not have
an impact on the Financial Statements of the Bank.
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5.11 Dividends on Ordinary Shares

Dividends on ordinary shares are recognized as

a liability and deducted from equity when they

are approved by the Bank’s shareholders. Interim
dividends are deducted from equity when they are
declared and no longer at the discretion of the Bank.

5.12 Earnings per Share (EPS)

The Bank presents Basic Earnings per Share (EPS)
data for its ordinary shares. Basic EPS is calculated

by dividing the profit or loss attributable to ordinary
shareholders of the Bank by the weighted average
number of ordinary shares outstanding during the
period. Diluted EPS is determined by adjusting the
profit or loss attributable to the ordinary shareholders
and the weighted average number of ordinary shares
outstanding for the effects of all dilutive potential
ordinary shares.

5.13 SLFRS 15 - Revenue from
Contracts with Customers

SLFRS 15 became effective for financial periods
beginning on or after 1 January 2018. The core
principle of SLFRS 15 is that an entity has to recognize
revenue to depict the transfer of promised goods or
services to customers. This core principle is delivered
in a five-step model framework as discussed.

Identify the contract(s) with a customer.

Identify the performance obligations in the
contract

Determine the transaction price.

Allocate the transaction price to the performance
obligations in the contract.

Recognize revenue when (or as) the entity satisfies
a performance obligation.

Application of this guidance will depend on the
facts and circumstances present in a contract with a
customer and will require the exercise of judgment.

5.14 Statement of Cash Flow

The cash flow statement has been prepared by using
The Indirect Method in accordance with the Sri Lanka
Accounting Standard - LKAS 7 - “Statement of Cash
Flows”. Cash and cash equivalents comprise cash in
hand and short term, highly liquid investments that are
readily convertible to known amounts of cash and are
subject to an insignificant risk of changes in value.

Cash and cash equivalents include cash in hand, other
bank balances, Placement with banks, Investments

in Fixed deposits (less than 3 month) and net of
unfavorable bank balances.
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5.15 Reserves
5.15.1 Statutory Reserve Fund

The Statutory Reserve Fund is maintained as required
in terms of the section 20 (1) and (2) of the Banking
Act No. 30 of 1988. Accordingly, the Bank should
transfer a sum equivalent not less than 5% out of

net profit after taxation but before any dividend is
declared to the Statutory Reserve Fund until the
Statutory Reserve Fund is equal to 50% of the paid-up
capital.

5.15.2 General Reserve Fund

The general reserve is the result of the Bank
transferring a certain amount of profit from retained
earnings accounts to general reserve account. The
purpose of setting up the general reserve is to meet
potential future unknown liabilities.

5.15.3 Special Reserve Fund

The Special Reserve Fund is the result of the Bank
transferring a certain amount of profit from retained
earnings accounts to the Special Reserve account. The
purpose of setting up to meet potential future
unknown liabilities.

6 Accounting Standards Issued
but not yet Effective

The Institute of Chartered Accountants of Sri Lanka
has issued the following new Sri Lanka Accounting
Standards (SLFRSs/ LKASs) which will become
applicable for financial periods beginning after 1
January 2023. Accordingly, the following new and
amended standards are not expected to have a
significant impact on the Bank’s Financial Statements.

6.1. Classification of Liabilities as
Current or Non-current (Amend-
ments to LKAS 1)

The amendment requires the requirements for
classifying liabilities as current or noncurrent. The
amendments explain what is meant by a right to

defer settlement, that a right to defer must exist at

the end of the reporting period, that classification is
unaffected by the likelihood that an entity will exercise
its deferral right, that only if an embedded derivative
in a convertible liability is itself an equity instrument
would the terms of liability not impact its classification
and disclosures.
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6.2. Disclosure of Accounting Policies
(Amendments to LKAS 1 and SLFRS
Practice Statement 2)

Amendments to LKAS 1 and IFRS Practice Statement

2, provide guidance and examples to help entities apply
materiality judgements to accounting policy disclosures.
The amendments aim to help entities provide accounting
policy disclosures that are more useful by, Replacing the
requirement for entities to disclose their “significant”
accounting policies with requirement to disclose their
“material” accounting policies. Adding guidance on

how entities apply the concept of materiality in making
decisions about accounting policy disclosures.

6.3. Amendments to “Accounting
policies, changes in accounting
estimates and errors” (LKAS 8):
Definition of Accounting Estimates.

The amendments clarify the distinction between changes
in accounting estimates and changes in accounting
policies and the correction of errors. Also, they clarify
how entities use measurement techniques and inputs to
develop accounting estimates. The amended standard
clarifies that the effects on an accounting estimate of a
change in input or a change in a measurement technique
are changes in accounting estimates if they do not result
from the correction of prior period errors.

6.4. Insurance Contracts (SLFRS 17)

SLFRS 17 is a comprehensive new accounting standard
for insurance contracts covering recognition and
measurement, presentation, and disclosure. SLFRS 17 is
effective for annual report periods beginning on or after 1
January 2025. The Bank expects that the implementation
of this standard may not have a material impact on the
financial statements of the Bank.
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Fer -_-,_:'-'.-lu.il":j RGO | '-.a_'uI!l 111

Total Gross Incame

d5,273,433,8657

806 547782
102,296,548
20,471 444

35,202, 748,629

23 545 20808 165

935,136,655
(24,274, 345])

46,547 BES

o4 405 TG 57

8. Net Interest Income

8.1 Interest Income

rear anded 31 Lacermines

Flicaitenls will Danks

Fnancial asasts

at amoriised

Losrs ard recedivailes oo ol cushomesrs

el & aiher insiumeais

6D, 35, 114

25 2RTBRB4, TE
8.224,7946.500

154 OFF B2 T

18,237 525,746

1,242,406,591

Total intenest incoma

A5.273,433, 857

23545 290 16k

8.2 Interest Expense

Yoo ancad 31 Dacembes

D by Prarkg
ChE O OGS o

Inlemist sxpanss on kesa liabililies

{2,140,680,728)
(17,607.209,517)

117368 ,695

(1,180,590 383

|6, 463,508 389

{226,565 487]

Total interest expenses

{19,639 529 550)

18,883,573 234

hat intarast Incoma

15,633,904 307

13,651 535 9031

9. Net Fee and Commission Income

i-.|'|'i E Ml -I'mT\'-?E--":I- nNCETIE

Fes gad commission Sipsnses

806,547 78
(355,184,923)

135 130 Bah

(312112 052)

Mal fee and commiszion inconme

451 3832 B50

623 024 EOS

Comprising

L

Trade and remifarcss
Daposas

Crbers

09, A0, 122
9,638, 064
(320,973,518
52,789,191

A 350 14F
7027 TET
|04 AR 1478 )

r P —
B4 B06 045

Mot fee and commizsion income

451 36, B8

et BlS
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NOTES TO THE FINANCIAL STATEMENTS
10. Net Trading Gain/(Loss)

Yaar ercsd 31 Dacambar

Finansal nsaets recognsed throwgh probtar [ass - fair value change [ET,BE0) a2 B0
Exchigite: (lrmsl oain grarn, r2e A 267 5]
Dwvidend meome 4 384 G80 02005 54l

Total 02,296, 546 (24,274 25}

11. Net Other Operating Income

fearended 31 Decembear

Ear (Loss) on cesposal 01 propeany, [lEnl and Suipmsand 83,147 18134116
GaEY (Loss) on diepogal o1 intanginie asssm -

RAecovery o oans writien off 411,274 241 823
Clibar incoma 16,867 023 17071 45

Total 20,471,444 36,547 BE3

12. Impairment Charges

Year endad 31 Decembear

Piacamant with barks [(Nala 19,11 -

FinansiEl ds9e1s 8 ENFIMsEE0 GoEl - LOES -and Ecalvahas roiy fingl cusicinars

{Male 21.2) {2,848, 036 49€) (3,253 TI9.5E57)
Financial assels measured at amortised cos = debl and ober insiruments (Hobe

22:3] 11,065, 829) #32.420
Lindrawn credlil cornmilmenie and linancial gusraniess (Wote 4i.1.1 [3.57d,850) {1,265 710}
Ciiner agzels | Mot 25.1) - S

Hel impairment [charge) { reversal for loans and other losses (2.B52 BTT1TE) {3256 775502

13. Personnel Expenses

Yaar endied 31 Deosrmbae 2022

H::-I.

Salary ano bonug 5,590,757, 248 4 740121 5
Contnbutons to EPFETF B72.512 354 Fc LR )
Conlributions o defined banslll plars 620,181,014 417763 B43
Crhers 1,660,392 987 1401 814 289
Total 8,735,637 602 7,202,200 BEa
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14. Other Expenses

Year erded 31 Decembiér

Drirechys’ emblianBnis 4. 248,060 1 510000
ASudilors’ reruresralors 2285841 2 0 000
Professionsl and loga | srpenses 21,340 LR R L 5 R
Ciffsa administration and astabisnment Sxpanees 1,396,364 812 A Bas 50
Compoularization expanzas 36,221,333 1886, 285 3490
Business tax axpecsns 1,636,420 3.521 405
hhar commiissaon padd 335,352 B30 PEE
Ceapoall Insuranse Fremium 203,169,232 167,038 6534
Lrop rsuranc By 13,651,062 L g e

Half saecunty depasds irenes] g 14 102 2O7R Oy
Capisl loss an paeming advencs (3,854} T EEE

Tokml o, DB, 570, 261 1. 20T 00, 186

15. Income Tax Expense

15.1 Amounts Recognised in Profit or Loss

Tearended 31 December

Current Tax Expense

Tax on currenl year's piolis (Kole 132.5) 1,301 Q5 Fad0 a2 050328

Unider prowisions in reapsat of previous yases 16,570,00 B8, 605 453
1, 417975354 320,865,781

Deferred Tax Expensa

Raversal on temporery diferancas (Mate 27.3) (23082546 {351.453,852)
(2.308.254679)  (351,453,502)

Total iNCOMe tax expense recognised in profil or losa (800.279.323) 465201 AHG

15.2 Amounts Recognised in Other Comprehensive Income

Yedar ended 31 Decambar

Dedomed Tax Expenss
Aavermal on lemeorary difiesnoes (als 2721 46,874,801 (LS RHaad Rl '5
Todal Incema lax expensa I'E".'-“DEI'I-‘iFPﬂ in athar comprahansive incoma 46 874 831 (8620, 208]
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NOTES TO THE FINANCIAL STATEMENTS

15.3 Reconciliation of the accounting profit to income tax expense

Yearénded 31 Decambar

Profil befons micormes L Bepni s 359 116,328 75, 50 B0
Erernip| incorms

Inharast ooma {1,705 302,315)

A - Disalkwable sspenses 6,502,008 606

Lesd - Allowabls sxnensss {733,700, 7a0)

Taxabbe Income from Business 4,821, 268.832

Teat Hability far the First 6 months month endng June 2022 28% | 10% 2%
Tes @ 2495 TR, 110,008 TEO R0 850
T @ 4% 1,998 173378
T Hahility for the Second & monihe moresh ending December 2022 F0%S15%

[Pl - Ry T22,637T523

Tac & 15% 656580

Tax on current year's profits 1,301 406280 S 050, %h
Drafarmsd tay menaraal (Made 27 23 (2308, 254 579) (351 453 8832)
Lindar proveaion In rmepect of prasvious Yaers 16 570,076 BE B A5
Income tak expemss {990, 27H.323) £E8 A0 BEY
Eftective curment tax rate 275, 76% aa0%E

15.4 Reconciliation of effective tax rate

“Woar andsd 31 Decambsar

Frodil oelore income tax arpense 359,115,326 504, 600
Irgstrres lax lok The period Xrones 08 961136 24000 186,121,104
Tax alfect of expansas hal g mil

daducdible for e purpises B1d 8% 1,883 545 884 B 1,385,012, 74t
lax sffzat of expenses that ar il ai=

{or bax purpocses =55, 50% {10, 20TATT) -BE 1% (EEP 205 GEEY
Examgt inccma -1 28.25% {460 455,925) =2.94% 1 123,576.881)
Tax o Deetars] Incsemse 0.1 8% H5T SR 01 R 1420 37K
Daterrad tax revarzal (Mote 250,21 =B 2.8% (2,308 254 675) 44 5% (5] 453 502)
(Dl under geoyvsion m rRspacl ol

PrEwious YEarE 4.61% 16,5700V =t G6H 605,458
Tatal Income Tax Expense Z75.76% (990,379,323 B0 50 S60,201 B

Except for the Dividend income receipts, current tax on profits from Banking and Leasing businesses has been
computed at the rate of 24% for first half year and 30% for second half year of assesment, dividend income taxed
at the rate of 14% & 15%. Apart from that, Interest received on Foreign currency accounts are exempted from

Income Tax.

The Bank applied the revised rate of 24% and other amendments in line with the inland revenue amendments

Act No.45 of 2022 to calculate the income tax and deferred tax assets/liabilities as at 31st December 2022. in-
creased tax rate was applicable for a six month of the year of assesment. First six months of the year of assement
commencing on April 1,2022,the rate was 24% and for second six months of the same year of assemment at the
rate was 30%. Bank applied the revised rate of 30% to compute the deferred tax as at 31st December 2022.
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15.5 Surcharge tax levied under Surcharge Act No.14 of 2022 (ST Act)

The Government of Sri Lanka in its Budget for 2022 proposed a one- time tax, referred to as a surcharge tax,

at the rate of 25% to be imposed on any companies that have earned a taxable income in excess of LKR 2,000
million for the year of assessment 2021/2022. The tax is imposed by the Surcharge Tax Act No 14 of 2022 which
was passed by the Parliament of Sri Lanka on 7th April 2022. As the law imposing the surcharge tax was enacted
after the reporting period end, the financial statements for the year ended 31 December 2021 do not reflect the
tax liability that would arise in consequence, the amount of which is best estimated at Rs.800,598,848

16. EARNINGS PER SHARE

16.1 Basic Earnings per Share

Basic Earnings per Share has been calculated by dividing Profit after Tax attributable to Equity Holders of the
Bank by the weighted average number of Ordinary Shares in issue (Both Voting and Non-Voting) during the year
ended 315t December 2022 and 2021.

~of 1he Year anded 318 Dacembar

Profit lor tho yvaar atiribudatio to ardinanequily holders ol the Bank {Es.} 1,349 30 BED HE.A02 711
Waighted awarage rumbsr o ordinary sharag In 1eswse (Mo, ) 32 .20, 900 e, 107 D41
Bas s s pEr Ill=||I|i|':,| SIaEnG 245 .56

16.2 Diluted Earnings per Share

Diluted Earnings per Share and the Basic Earnings per Share is the same due to non-availability of potentially
dilutive Ordinary Shares.

17. Classification of Financial Assets and Financial Liabilities

The following table provides a reconciliation between line items in the statement of financial position and cate-
gories of financial instruments.

Financial assets

Financinl assels medsured
measurad at falr at falr valus
vadua through  Financial assets throtgh other

other prnlll ar messured af I:I!ll'l‘lprEhEl'I-!lil.I!
As al 3151 December 20 lass amortised cost incoma

Ha Ha

Financigl Assets

aah and cash equivalent 1E - 2 BRG BRI BTT 2 BE9 RE3 ETT
Placemants with banks = 5,133,705 351 - 6,133,705 35
Equily imstrumeanis & & valus
fhrough proflt o lose 2l 120,280 - = 120,280
Finanmal szaars ab amorised ooz
luoans sl recaivables om oiher

Jsiomers 21 = 198,008,145 155 = 198 008,145,155
FIENCE ivesimerds 2l amorlised

cEl-Cakd & cihar insinamans 22 . BE,079,635, 09048 " 65,079,635, 508
Enquity mstrumante =t fzir valle
ihiciagh pher eomprenensive

rc ime 23 = - Z.280.91% 2 288,919
Ceher finmrcial assek 28 - 8.0118,325,952 . 6.018,325,952
Total financial assets. 120.280 278,120,696,043 2,280,919  278,132,106,242
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NOTES TO THE FINANCIAL STATEMENTS

Finenclal
Linbilities
mveasiured at Tair

uE e thrsugh
othar prodit or

A5 al 31 De loss

Financial Liakiltles

Oue b hanke 28 =

Flnansaal
LEndsilii=s
measUred al
amarized cost

AT 470, FOL0SE

Fenancial
Liabilities
measurad

ak Takr valug
thraugh athey
comprenens|ve
[pl=telgidd

4TA70, 7076

Diiies b ollEr Cusionmess a0 - 210,301 3323 488 - 210,301 323 488
Pehbt ismmd and ofher horereed

funos a1 - - - -
CAber liahililiag a3 - B4 28,430,198 - B,426,430,198
Total financial lEabilities = 264,198, 460,732 = 264,198, 460,722

Molz

Asat 31 Decemt

Financial Assets
rm) ! q r
BEL and cashn 80
Macements with banks =
Firancis! agsaan old-or-rasng!
Equily Irstruments ak fair veks

throingh peahit or ioas | | BR 140
Feancial asses 8] armorhisan cosl-

Loans and recenables from ol

Cusstarmar: 21

Francial assets at amornsed cosl-
Debt & chwar Fslrumants 22
Epnby irsirumants al bar vahs

throwgh-other compeahensive

1 P52 060 A8

B4 BRA FI0.31E

| AHa Bd S

ot 2 900

175,239 656 656

(g 24 2,280 015 a2 e R
Chher nanoink assaig 2E 1 T2 e e 3 721,641 A36
Taotil linancial assals 1ER. 180 241 B850 470,531 SAREA1E AT RRE el S
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Fimamcial

Az at 31 Lacambs

Financial Liakilities
Dive 1o barks 29

D i oiher cushomers 0

e
3RO e s

52 4E5 256
Cistat ipmsd and cehae barrmynd

furscls 3 2 {0,000, 000 = D00 D00, D00
o 5014, BEF 7R 5 AT BET TTE

g | e | Hiaus
I abilifigs

Total financial lighilities 204, 768 255504 - PR TR 255074

18. Cash and Cash Equivalents

31 Decambear

Casn m hand WR970, 763 BIA013.334
her pank bBslances 1.969.912,914 Bd s HES, Bhh
2 GBS BRYETT 1,465 B7TE QRO

Asat 3T Decambear

fionay markal placemans 6.133, 706,361 B BE9g 073 5942
Lass - Eeparden] cradir 1oss alkeagsog ANela 18.1) -

Total placements with banks 6,133, 705,351 6, 59607 2, 5d8

19.1 Movement in expected credit loss allowance

Stage 1

Balancs gs & 00 Januaeg

-
I i el o S
.\,.I_.I.._| s EEF- |« ||lul'.ll..- SE

Balance ps at 31 Decamber
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NOTES TO THE FINANCIAL STATEMENTS

20. Equity Instruments at Fair Value Through Profit or Loss

F{|

Cost of

Na.ol

Shares

.f.uhr-l;:.nl.
Imwestmeant Valwe

Ha. Ra.

Quated Equities

Paaplas Mercherd Bank PLE Gag 5,160 2B
118,000

10,000 140,000

SadlEn Developrrent PLC

500 0,180 4,140

10,000

10,600 145, 160

120, 2Bl

10,601

21. Financial Assets at Amortised Cost - Loans and Receivables From
Other Customers

At at 31 Cacambse

Eross fans and recesables (Noie 21,1}

Lasal Stat can f&\r vahls agustmant

Less: Erppcian Credin Loas Alowanoe

Lens Exproiad Credl Loss Alcwarce

Incaetdual mpsirmane (Mora 21 2.1

Callscies moaermant Moe 21 2,25

215,372 501 &8
(1,576,048 950

213, 795,552,931
1,362, 761.334)

(14,424 640, 441)

189,38 REG 421)
(370,364, 778)
|83, 1 68,801,643
(1,581.171,535)

111,357 553463

Met loans and receivables from otha: cusiomers

THE.008, 145,155

| 75,220 66 B56

21.1 Analysis of Financial Assets at Amortised Cost - Loans and Receiva-
bles from Other Customers

A gl =t Dacambar

21.1.1 By product
Hirwring

Glalt loans

Leasing

ahorl-lerm
Long-em

42,234 452 674
5.501 098,305

1 T2, 200
13,718,623, 362
152,523 504,644

21, 173,568,657
4 514,866 34k
200 4G, 200
0,530 450 293
153,20 882,025

LroEs [oial

213 37d201,881

21.1.2 By currency

bl Lankan rupec

215 372,601,881

180 (30 E66. 420

Grees inkai

215 372,501,881

188 1359 866,420

21.1.3 By industry
Agnullzire.and fishing
Mamdnciuing
Lenmng

Transgxa

Ghigtructian Seising

Ceners (consumptions/against dapostisiaifiourism)

TT 426,088,325
30,674, 0 AT
1,382, 15763
T8, 09003
19,845 882,184
30,799 835,516
55367, 773,330

1314 868,181
6,606
S 406,20
IT.854 G616

A4 484 171,954

SO 2E0

A1 S 3T, T 48
28082 112,455

Gross fotal

215372 501,881

185 030 B6E. 42T
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21.2 Expected Credit Loss Allowance

21.2.1 Individual Impairment

Balance as &t 01 January 1,581,171,535 2 BE2 100,132
Pt charpe toor Al oF ke :213.]11‘#,21'H| [ R 37 GO
Balance as at 31 December 1,362,781, 334 L.E1, 171,535

21.2.2 Collective Impairment

Balanca 85 &t O1 Janmiary

11,357.863,453

I 116,266,892

[ukas ChEgE I arodil or ioss 3056 446 507
Cinesf rerdements | Wiile ol 236,202
Balanice as ol 31 December 14,824 646,441

21.3 Analysis of Loans and Receivables from Other Customers based
on Exposure to Credit Risk

noridually impared kans 3,914,538, 412 3,814.938 412
Leans subiesied te callactive impaiment

ey Lizan CHher B,23k,310.221 470,348,720 39, 66 321 036 426,261
ey Lesan rdda st TI197631.331 5043082 302 2,842 564 144 16,083 265777
Term Loan Carmrercis 12, 777201 942 B2TT 103 2T 1,588 432 BTG 24,642 828,133
Termt Loan Agriccibune 11,738,212 472 s e 2,493 SETOS6 19, 588 980, 503
Term Loan Housing 38,340.010.0n0 B, SEE 513,025 3,772,200,402 45,797 TI3 437
Refinane 19,581 630,683 13,281.543,155 031 4705 35854557943
Litraisura ar4az . 33,529 845 A0, 966 958
Pawning 39,780,418, 414 2,381 7a0, 747 83788513 42,334 483,614
Lagsing H3E6,543, 168 I50.204, 784 106,561 580 1,7193,308,532
Siaft loans 5 ATE 35T 055 5131216 21,631,734 5.501,110,905
Logss Against Depogits 0,650, 383 255 75,041 4582 307212 BAE 10,333 536 505
SME 12 31341 121 3341
Gross loans o & receivable from other

cuslomers 152,608 830,634 42 107659962 20,656 M11,285 215,372,501 881
rmpairmant for expactad cradt losses (3,135,504, TE9)  (5,063,057284) [6,508,755,683) (15, TE7407777)
Het loans to & recalvable from other

ouslomens * 14B4B3, 215 _B44 37044 E02. 658 14067266 691 100 GRE, 054,104
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NOTES TO THE FINANCIAL STATEMENTS

Slane 1

tedivichally impsired kEns

Loans subjecied to collactive impainment

Term Loam Ceher
Tarim L

Tarm Loan

Incustrial
Cormmesroial
Terrm Lo L

-"\.._l'il ..
Tarm Losn Housing
Rafinance
Iyl L
= Dy
LAgENG
=talr loans
ciins Agaesl Depass

SME

232

8,527,785 774
5,850 147,322
908 A51 619
7.4A95,970 350
178 532

4,210.611

TR

4,086 587, 727

| 365,934 028

450

4 A29 605 5

3,541,687

3,051.787.2
A i e

4,046,508 276
373488 807

i 1

TH ¥, §2e L

1,954 305
123,382,356

A4, 06E

SET. AT

r.016

17,231, 340,226

ral B8

25 A0 328, 704
23,179,492 481

&7 34 PRE S
A1,8711,331,4954

37,780 684
3, EHGE B5T
3,277,813

4,814 968 345

123,362,806

Grass loans 1o & recefvable fram ofher

customers

mpairrmen for expected-credit insses i

=

ni e

B0 E1G T

5 3 R

3 O 220 a2

(9.034

P14 B33

6,486,746 3

(7370 100.371)

180,030 BGE 421

(12,839, 134,947

Met loans o & recelvable from olber

cusihomers ©

12T, S B3E 378

S0.01.2,009 055

18.085.845.955

176, 100, 531 433

e rased Ican and stail kgar

" haforez

mdiuEbTIErEs

22.Financial Assets at Amortised Cost-Debt and Other Instruments

Cludbad] debsniores (Male 22.1)

ol Gt sl s e sy

Irvegiman s Freed Deposts (Mole 2

hilis & bonds

5] b3

623,948,610
11 487842 406
52,970, 666,614

248810
11040 B

a8 A a6 V0R

Total linancial aasais at amortiaed

_gzs Expected Credit Loss Allowan

el
& [MNobe 2000

65,02 462 630
{2,826 721)

Het financiel assets at amortlsed cost

65.078.635.004

22.1 Quoted Debentures

&5 al 31

Cheremihe

Debanbires

Lomrrercia Bank of Leyidn FLG

GFoC

aflan Bank

Fal i

Cost of
Imvestment

Mo of

5.000,000 500.000000
1072200 107720,000

Amortized
Cost

08,630,137
15316473 1

P R—— st
s, Ul e

5.000.000 SO0000.

O BOEEI0 3T
11TE316 473

Talal

6077200 GO7T20 000

623,846,610

8,077,200

B07. T 00

F23 846 G0
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22.2 Investment in Fixed Deposits

AE 33 Daceanie

Fized deposils |22 than 1hies mmshd 21.726,025,221 35,579 164,747
Flxad depogits i that [Hhed ihorfhs 31,244 841,383 153,841 531 963
Total E2ZOTOBEEB14 49450 475,700

22.2.1 Analysis of Financial Assets at Amortised Cost - Debt and Other Instruments

22.2.1.1 By Currency
afl Lankan Flupss ZE.DE9 212 (a4 38,621 426,262
Uriloct Seaten Dol 24 901 454 E149 140,790 050 427

Total Financesl assets measuned al amartiaed cost 52 970,665 614 48 420,476 T

22.2.1.2 By Caollateralisation

Flaoped a8 oollaenal 10,0571 850,266 2. 788,724, 14E
Ll uimbangdd 42 918 718.348 44 820, TH2 561
Tota! Financiol assets measured al amortised cost B2 W0 B68 614 40320476 09

22.2.1.3 Reconciliation for Financial Assets Measured al Amoriised

Cost - Debt and Other Instrumants

Badance as al 1 Januery 5,435, 733,610 4,794 450,336
et Asduimitions and Maluntas Sunig e Yanr 6,690, 6456 250
Lissg Expactod Credil Loss Alowanca (hole 22 3] (2,828,721} [1,7EDLADE)

i
495 73 605

Balanca as at 31 December 12,126,553,139 ;

- gy "
Wl 026, 16

22.3 Expected Credit Loss Allowance

Az at 371 Decembi

Balance ag & fel Sy 1.760,892 2183512
et Char @ (Revarsal) lor the ves ]Iﬂﬁglﬂzg il -c::'_.:_.'!::.
Balance &8 at 31 Deceamber 2,826,721 1. TEQEE2

23. Equity Instruments at Fair Value Through Other Comprehensive
Income

ARl A8t Dacambaer

Wsipesised Ecuiily Seceiies (Mole 23. 1) 2,268,813 22698913
2,280,919 2.2g0 913
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NOTES TO THE FINANCIAL STATEMENTS

23.1 Unquoted Equity Securities

= a8t 3151 Decamiber

Mo, of
Shares!
PFercentags

CAIR 1821

20z

Cosi of
investment
Hs.

2,289,979

Markat
Valua

HS.

2,288,578

Mlarkst

Todal 1,821

2.289.918

2,289,919

24. Property, Plant and Equipment

Land and Leasehald Computer
Buildings properties Hardwars
R, R=. R,
C.ost
Opering balance. as al O January 2022 TO2 910,953 TES, 947389
Ackdiliors B,810,285 59.068,158
Crispaoaals (3802, 742) [(17.433,335)
Wite ol
Tranatars during ke Year
Hse s b atioh Adiustmanis 2,000
Closing balance as at 31 Decomber 2022 TOT 18498 807585212
(Lesa): Accumulated depreciation
Cipering Dalance- 45 a1 01 January 2022 209,726,962 622,424 460
Charge for the vear 22 525,057 56,087,288
Cispoaals (2.083,558) (1F433,173)
Wirlttan ol i .
iranslars dunng tha Year - -
Reclassifcation Adjusimanis {8,821} {554,531)
Clesing balance a5 al 31 Decamber 2022 230,258 840 660,414,064
Met bock velue as at 31 December 2022 AT TELE 856 147171,1508
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2022

Office,
Equipment,
Furniture and Motor Partition & Work-in
Fittings Vehicles Fittings Progress
Rs. Rs. Rs. Rs.
1,356,459,136 387,762,031 423,704,723 6,299,469 747424 3,643,831,125
64,544,426 - 74,827,163 624,879 207,875,911
(6,698,473) (635,196) (1,143,261) (29,713,007)
89,524 - - - (89,524) -
(90,204) 128,080 (346,000) - (306,124)
1,414,304,409 387,254,915 497,042,625 6,924,347 657,900 3,821,687,905
1,160,933,630 386,599,729 335,581,260 - 2,715,266,041
84,791,446 3,445,868 43,806,062 - 210,755,730
(6,697,976) (629,591) (1,453,990) - (28,298,288)
(1,771,677) (252,800) 44,999 - (2,652,830)
1,237,255,423 389,163,206 377,978,331 - - 2,895,070,653
177,048,987 (1,908,291) 119,064,294 6,924,347 657,900 926,617,253
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NOTES TO THE FINANCIAL STATEMENTS

d and
Cost

Cpening balance as at 01 January 2021 B35,000,858 - 10,527,368

Additions 55,782 724 - 68,789 187

Dizpozals - (13,464 028)
Written off

Transters during the Year

Reclassification Adjustments 2,027 332 . 94 BEZ

Closing balance as at 31 December 2021 702,810,953 - TES, 947 5380

{Less): Accumulated depreciation

Opening balance as at 01 January 2021 184,265.5 . 574 828 342

Charge for the year 24,258 278 . 60,926,671

Dispozals - - (13,424 381)
Written off

Transfers during the Year

Reclassification Adjustments 503,091 - 3,287

Closing balance as at 31 December 2021 209,726,962 . 622424 920

Met book value as at 31 December 2021 493,183,991 143,522 470

24.1 Fully Depreciated Property, Plant and Equipment

A class-wise analysis of the initial cost of fully depreciated property, plant and equipment of the Bank which are
still in use as at reporting date is as follows.

Busictesy 3,562 414 20 356,463
Compader, e 394,666,301 470021 543
Hhce Equlomsnt. Fariturs and Fitbnos 815,998 427 174 |00 580
Flolor Mahicles 366,272 260 AET 416,807
Paritan & Fillings 174, 461,508 15 0GT Fhe4
S 11,252 GRS 95,208 779

1671195878 1,509 341 (a0

24.2 Title restrictions on property, plant and equipment

There were no title restrictions on property, plant and equipment of the Bank as at the reporting date.

24.3 Property, plant and equipment pledged as security for liabilities

No freehold property, plant and equipment have been pledged as security for any liability.
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1,340,256 705 108 A00 481 5,156/0686 SB35 553 38, d2 5.4104,5TH ATE
1770 . 71 72T 15 A5 AZY NF EIF 1A0

|18, EFG.ETT) 21 a4 1) T15.537) L5 T EEE

1 MGl A24) AL A A

[a] =B 201 b b 1

[l ra e Ll ] 00 FaH

1,356,450, 136 24T 762031 .20 454 423,704,723 TATABY 3

1,08, 55 551 41

| i
171 =2 a0 3811687 43,135 818 4.3, B0 0

2H0 412 [EE 2.5824,340,6523

(76 s 475

i) {25 545 08 (EPSA4T) (EA 576 H18)

1,937,370 FAETE . H7 7,446

o = e o e

15528 320 162,308 2 468 i8. 125,464 AT 24 S T
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NOTES TO THE FINANCIAL STATEMENTS

24.4 Compensation from third parties for items of property, plant and

equipment
There were no compensation received/ receivable from third parties for items of property, plant and equipment
which were impaired of given up.

24.5 Temporally idle property, plant and equipment

There were no temporally idle property, plant and equipment as at the reporting date.

24.6 Freehold Lands and Buildings

The details of freehold land and buildings held by the Bank as at 31st December 2022 are as follows:

HO = Mo 833, Kandy Rd, S0 5375 Manchs 19 244 280 1ERSTAIS? 2BLADE ST RS OESSFT 21TUEIE.A5S
Wedamulla, Kalaniya i

Central Province

fdatue - Mo 62 Man SEeet =4 2200 Oecember 11,515,637 jBIRRINIER| 4. 774 474 et ) AR
fninie M 2l

Cemibuia - ho 754 8.2 22 Oecamper B 00 J FEH, A 2d51 808 286 957 AR50
St pcFapana Road i 200G

Helfnoin B4 1.7 Augqust 24, 7 EA1,2T7  TEEL 2T ERIOAE 1821009
200
Aqanapathans - Ha 163, 108 1508 Ausgust 17, T 5L000 1,260,000 15 2 540K
Hoothnook, Agarspaians b i el
Plawsd- 268, Dambulia ol it JBOE Fabrugry 24T, 2352 8E00, B3 L0075, 7l EEITEE 7200 a0
Feasid, Mk 25 19458
Lalryn=is - Mew Town, Lapoakla 40155 3,241 2380 300 D3 5AE D 4 TR HIZ 0435 47T
Morth Candrad Provinoe
fdiruningle - Trircoenaloe M s T-Doo-06 n B.ERD 47T RASRET TR MANT 1,337 S84
Raad, Mihinthala
Meoamachchinga - Murna a3 4,371 Manen 16,182,823 B 192 223 &06E 111,80 a0, T
Hand, WSl Seacens vl =LA
[=akonborsfuriwerais - Folg T £F E3T Rdanah 14 0LE2T073 HREIDOFY 2 TER,TIOD 3 031,382
Foad, Galorbic 013
Pk Clie iy - Mok’ st i - Decambia - AFAES] BfE3ASD 724135108 2402760
PR i iy It F00T
Siripira - Mew Toam, Srpors A4 4,597 February 2op0N G MR2YLERS T ASTEZR4Y 14, BE4 MK
od A
TRirEpans - Kahthy' Foad B B3 Cleodnmbdd TR RS EE 4R 180.ED2 IGSA0 8T O WS EdOR 8555 X2
Th M pans B A&
Mocasd Mosius Hosds Siage 125,000 125,010 25,000 00 LN
01, A rodtaours
Rorth Waslern Province
Hardy Fogd 718 Mach 3 10 B0, 311 LEECHE A1 100,851 341
Z0e
PITl Bupusanala - Ho 155 14 11 B 453 lacamihat 18,527 012 Faarnls 11.7# 78R [ 4505080
Megomon Ro. Kunesgels M B
PolphigEmE - Kurule:hsa 20 I TE Decem et 16,782, TES EL TR TEb ES26.330 10.3ET 465
Paad, Paipiligami 3 2074
fampud - Ecipiiya Ao =-Hke 15 18T Deoamber 25,188,128 2% 18E8, 128 CLERTT SO 15, 23 c]|
Riarmgur 30, M4
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Palakuds - Kol Road ma 2844 Muich 25 s e B 5, TE 167 3. 7HE 11 2005 E87
Treatadiln 2l

Matiardys « Marasdla Foad, 15.F 1200 Fetirunry A6 Foo Oz 08 7ol 0a2 FEEGald 2313271148
Faiinandiya 11, 2003

WanyEonE - P 2, AdbEa 1100 028 MraeTibest LG SiE 35 609 oES fOSsEA1E 24 B53 647
el i WA feaits 12, 20715

Soulhern Province

Eekanacdiirg = Wanerarseg 120 T hiaw 10
A, Kekanadura 200
Akmasmana - Geraegada B 1474 Octabsar 2, [FEalliiin B, Bl i 0 1
LYTE ST =]

Gialkz Branch - Ka301, Falara na 1224 Dchabar s B i KRG o pa BES T aae
Ad, kagals, Galks gl e

—_

418 o 1, 158 =545 S R R 1 LTS LS

EO7 AF7

104,161

Lh

Bptyvwang - Ly Gomadipe 301 3500 Mach 22

Foed Kaliraena 20

Iangals - 8%, Bakada Raad, 160 Efre & 1 EX1LEGET 1L6TR 4534 3,336 001 BT T

Tangialiel G

L¥agasmanl=mnidayg 260 1840 Apnd 0 13 354.64E 13,354,615 5494 365 A EE02E3
woapiada Roao 2012

Lragasmanhandsa

Anbaladilon 25,0 2560 Audjual 30

139 Rambarea s Soasd =04

SAimboionicka

Agunakalapa ks, Hanng 12a 237 Augual 27, SATASE JATO G v S Bt 02

R, Agunaiciogiel sssn e

LD Gale - ho 301, Malasa oo 2000 Oeobal &

rd, Magalis, Galle 1559

[ R EE RS L K 2370 1630 JA0EZ 19 3083, 18 IEEEAEVS 1R083 E3TF

Fisd Harmilanics

320,000 rA0685E  8.720.%4 B2 275 2432 TS

=2
‘=]
-

B3l 03

hd

DOBCO 307R0  SO7000  2E0BEE 2481215

TE 00 L ¥aLE B |63, 7116 S I oG .ol 1L

Thalgasvwala P5-May-22 004,320 3,00 220 3004220

Uva Province

Gimndunikats - Develoameni 121 1401 Mlowember Rk i B 2200674 1 BAGATE |, 2600, TS
Carirg Giranourukiio =1 R |
Fospragal DEI-Mondrmgals 40 1706 Comabar
Pl Butsly 23 D40
Bandanseela Lease ild T Fratrussy
Freamesan 18, A0is

Sabaragamiaed Py nss

[}

162263 B R - el s ETEI H2.ET

V&G0 1, 160 DO 155, 000

Belengods - Blod ?,Aest Houns ek ] Fefirunry 5. 574 (A SR A

fipproach Road, Balanoods 18, 202

Eastesn Province

Ermizs Villige. Batlicalos 173,570 173,570 173.570
Chook toswor pmction, frond al 453 EED {8 BEL 453 BT
s starc, &mpara

Eamtern Prrence TR 4 5,770.418 207 G40 5. 510.E70
Cehinltmandiya

Total 179208458 S 7I0030 707,218,495 230363 223 77667 272
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NOTES TO THE FINANCIAL STATEMENTS

25. Intangible Assets

Computer Goftware

Cost

Balarce 25 at 1sf Januery 366,808,102 277,845 7Bl
Additions 1,987.025 123,330,520
Desposals - 134,41 7,EC3)
Balancs &8 at 316t Decamber 358,THE, 1248 J66, 44, 102

Accumuiated Amarbization

Bzlancs as 41 188 January 253,120,322 26E,573,080
Gharse o [he yaar 45 BOH D61 an.FraEu
[k=posala - (34, 274 55
Belmnees gm at 3166 Dacambar 209,528, 384 253,120, 222
el Baak valis EE BRT 744 113,684, 780

51 There were no restriction on the title of the intangible assets of the Bank as at the reporting date. Fur-
ther, there were no items pledged as securities for liabilities.

26. Leases

Leases as lessee

Bank has obtained certain branches and office premises under Lease. The leases generally run for a period of 05
years, with an option to renew the lease after that date.

26.1 Right of Use Assets

_ 2022
Building  Koter Vehicles
R=. Rs.
Cosl
Batanceae at 1 January 2023 1,426.641,309 51,845,318 1478 5AT228
Acddineens and Ingeresmenis 322 279 842 18 593 541 J40.873,183
Balancs as at 31 Decembar 2022 1,748,920,951 0,538 460 I.H‘Iﬂ.iE-ﬁ.-t“

Accumulaled Amoriization

Balance asal 1 January 5022 173,511,982 50,744 992 B24,306873

Change for tha Period 20,663 435 6,383,304 P A ]

Balance a5 at 31 Decamber 2022 1,084 175417 o7 166,296 1.107,363,713

Net book Value as at 31 December 2022 704, T4E 534 13,351,164 718,096 698
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Cost

Balese gsal 1 darudry 200

I

Addillone and lImpnonaments

Balgnce as ai 31 December 2021

Sccumdlated Amoriization
BHalarce a5 at 1 JahuaEny 2021

Chaige for tha Pariod

539 DES 658

Pl RS Pad

Halance as at 31 December 2021
el book Value as at 31 December 2024

734,885,410
503,841,067

[§: =1 I'_.-:_' I_'.-_

] o B ol O P

26.2 Lease Liabilities

202;

Building  Maotor Vehicles

Balerce as al 1 Janwary 2022

Cpanied bafance madiScalions - Bulkdings
A

Bocretion of irepmEel

Paymenis

Balance a5 at 31 December 2022

Ra. Rs,

T2 EIS 214 1,356,855
a0T00:4 220 18,593,541
49, T893 KN 134,181
{320,454 959) (6,740,250}
T2 T AT T 13,408,328

764,172,070
325,687,761
49,991,183
(327,195,206)
B12 658,804

Balznce as al 1 Jansr

-:||-_.'.|;'-':_:|| A=noe modifications - Buiklinge
Lrlelginme
& reraton of IntemE]

FaLEFETR Y

Budding Kiolor Vedecs
Rs

GE2BTE, AZG 16,465,142

A1 7 AU B -
Bl,035 4% ad 433

I J8E 3445 {18881 770

Falal

Fa.

Balence &8 at 31 December 2021

TE2 H1E214 1,356,855

26.2.1 Maturity Analysis of Lease Liability - Contractual Undiscounted Cashflows

Az al 31 Decambnai

LSS TEn One years

ne to five yeare

d8 A5, 28T
B3, 540,507
1,65 %804

ZTOED0, BET

s 0o, el

bl o
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NOTES TO THE FINANCIAL STATEMENTS

26.3 Amounts Recognised in Profit or Loss

Imtareat on lease labity 49.991.183 62,486,912
Amordization charce lor the year 277056,739 246,505 743
I2T04TAR2 a09.082 654

26.4 Amounts Recognised in Statement of Cash Flows

&5 &l 3 Decembear

Laase fental paymenis

JEF 185,209

327185200

27. Deferred Tax Assets/Liabilities

Lrsalared 8y 6658 (3664, 188331 (1 A4 Bed 3]
Delaired A lizbilily 139,013,413 201 D8 Z7d
Met cetoroed 1ax {assatly fakdhity (3.525, 1M 818} (1 283 735071)

27.1 Amounts recognized in the Income Statement

Agal 31 Decamber

Recogrized norohit or loss

Riso griced n

dher compmehansiva come

i2,308,254,675) (351,453,202
46,874 83 LB B2, 208)

27.2 Movement in deferred tax balances

Mol Balarce g

Mot Balance at

at st fanusry HAecognized in | Becognized in - 31 el December Dy rrd Tax Dhrfesr redd Tian
2022 profit or loss 21 202F e Liah ity
Prapedy, PiEn and
Equipment 81,465,510 8,166,278 B9A6Y THD = 8,561,788
Lagsas 108,582,764 {70258, 138) A8 351 K25 - 8,351,625
Aliceaa lor
55 [BOTT22,668) (2,067359,053) + (2,7H5,081,722) 2,765.081.722)
Erriginenes Benslily {T31,151.537) {243, 197825) 46,874, B2 (H2TATY J41) 1B TATL 241
Opwaraling Lesass {35,006, T8} £4,338 864 - 2B, 38T TA2 28 3ETTI2 -
(1.263.795,068) (2.300.254.679) 45 BT4EH  (3.595.174.918) {3,664,188.331) 138013413
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Ml Hakencs py

al 0 b January Recognizad in Aocagnized in 318 Docombor Digbarrad T Dhalcrrad Tax

2021 fit of loas [ 2021 Anse! Ll iy

Prispesty, Pland mnd

Equiprmaril 121, 487 &7 (30C2 1 53497 = 81,465 514 91 465,510
Lo 103, S5 G 4 03z 464 (RS ES; hag i H8 EHS Tl
Sdcraance lar o

loEsasg (a0 431 507 (257301162 - (E9T 722 669 {QA7F 732 683)

Employee Benediz LA RERIY i 141 L R ok o (a1, Ral dadr) LM b e T
Csrating Loas e gt B 114,12 A [t i, VG | [oden, DB, 1R
(80,7 210.688) (251,453,502 {8,620, 208 1,464, B, 348 S0, 048,274

28. Other Assets

As-al 3151 Decamber

Cost

Financial Assets

Recevablas 527754 THD 3,508,214 187

Lhapfreiie and Advances 18,116,724 d4, 738, ELh

sancny Lehbors 138, 577 004 a1, =2

Uihers 583,876,433 127,627,768
6,018.335.852 3,721,641 836

MNon Financial Assels

Frapaymernt 125,158,025 Fh AL B

Oiteis 1.806.047 143 1, 105,226,405

iax Hacalvames 1,084,424 J,0d4, 4254
2,024 289,598 1 185,418,561

Talnl other peseis B,042,615.550 4 407, GGl 2857

29. Due to Banks

A 2131 Decambear

Biorowmnga 31,220 ATRE1Z2  16,726.229,460)
LessIng {Mote 2t 1 66,000 L
Ralinarie 16,260,132 445 13,774,651 1,08;
Tolal due bo banks 47470, TOROSE 20500 535 543

29.1 Maturity of the leasing

Bz-af 31 =k Dacembar

Mo laley thas 7 yaai 56,000 BE, 000
56,000 5,000

Less - Inefast n sUERRNGG

Toial 6,000 =Ho, Lk
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NOTES TO THE FINANCIAL STATEMENTS

30. Financial Liabilities at Amortised Cost - Due to Other Customers

Ag al 31 December

ke 1o othar customicss

210,301,323, 468

57,752,465 266

Tolel financial Rabilitics at omortised cost - due fo other customers

210,301,323, 458

187 752 456,266

30.1 Analysis of financial liabilities at amortised cost - due to other customers

A% AL3Y Decamber

SEvINgE daposie
Long tarm savings

Focpd Sapoails

40,472,860,914
25 500588401
144,498, 87,133

46,003,003 454
25, 165,404, 78

1Tt ul £ 2 ARH

Total linancial Habdlilies at amarilised cost

210301323468

167, rhd 455 2bE

40.1.2 By currency

Sri Lankar rupez

210,301,333, 4468

167, 752 455,256

£

Tetal financial labilitics ot amortised cost

210.301.323.468

187, TEZ 405,258

30.1.3 By maturity
LiLE WillTen One Yea

Lliue Blter Ona Yaa

153, 700,366,310
26, 500,85 %153

127, 03, B 20
59 817,613 5od

Todal financial llabdlities at amoertised cost

210301 323,453

187 ra2 a5 250

31. Debt Securities Issued

RFedesmabia deberures (Maia 31 1) . 200000006
Total debd securities Issued - 20,000,000

31.1 Redeemable debentures

Opaning batancse as sl01 danisy 2,000,0030,000 2000, 000, 000
Lrabrantrs Hadeanusd {2000, 00, D00 -
Inisnas] Payabla 78,176,663 911,500,000
ingEras] Posd {76,176,663) (411,500,000
Eln-strlg halance as at 31 December - 2 000, 000, 000
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Details of debenture issued

Arnorised Cosl

Fa L P,

Lspineniures esuad w2015 41.1.1 2000 DK 2 OGO L 2000, 000,000 G L {0
Total debenlures Eesed by the
Hank Al WAL LK 2, 0 00, 00 2,000,400, 000 LR R

31.1.1 Debentures issued in 2017

Unsecured subordinated redeemable 5-year debentures of Rs.100/- each issued in 2017. The debentures are
not quoted in the Colombo Stock Exchange.

- ]
Type  debentures ; Raie af the nkanest

A FO00 00 300 000 OO0 3000 OO0 00 OO0 000 AOEFNEEY 2020303 Feed - 16 00% per
ANALIM pAyabae annually
00000 1, 700000000 1, 700000 000 1 00000000 201FNET 20220491 Fsed - 15.5% peran

naim payahlka H-annuly

' . o o e, % P
200000000 2000.000,000 2000000, 000 2 000,800, 000

31.2 Debentures due

4022

Face Vaise Amortised Cost | Amartised Lios
Bs., A=,

Dlus within ors year 2,000,000,000  2,000000000 2000000000  2000,000,000

Dl At one yosd -

2.000,000,000  2,000,000,000 £, 000, 000, 000 2 G R0, DR

32. Current Tax Liabilities

Balance as &t 15t January B 021 EHE = PE B R
Curmanl s Basad oo prodil o the vessr (hlole 15 1,301 405, 2840 Ta2 00 358
Under provision in resoect of prevows yaars {Nole 13 18,570,070 BG4
Surcharge tax 800,550,848

Fayment of tax {1,608 671, Sad4) {EG BET 450)

_Balarr.:Eas al 31 December 1,041,924, 148 RO CE )RR
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NOTES TO THE FINANCIAL STATEMENTS

33. Other Liabilities

at 31 Dscember

Finamcial Lisbiliiiss

Sundry ciedilors

{her pavables

Intsr barik transachion W ransi

T aiing Lease Lisbility (Mete 26.2)

1,540,611 439
3,663,600 338
1,662,616
812,655,605

533 658 £11
1177 6ER 40T
434

fod, e oD

Mon Fnancial Linkilities
Ahier payablag
Imaoerment provisen for expecied credi losses - credit related commitment and

CorsinQenceEs

6,426,430, 198

B0, 174 209

E,662 850

5,585,501, 322

2175 135,031

3,304,006

BETS7.06R

2178 4473 (156

Tatal

T3 487262

P, T4 356

34. Retirement Benefit Obligation

g8l 3 Decamber

Retirement Sanalit Obligacan (Mote 34 1}

3,081,581.135

2021

3,087.681.136

-,

5,046, 464,739
1

1B B4, 732

34.1 Net Asset /(Liability) recognized in the Statement of Financial Position

e -

Dpenng balanps as & 101 Jamuary

Provsision made o ring the yedr |[MNote 34 2}
Pevable 1or resigrad emplayses

bl Actuseal (Baln)Loes on obbastion (Mobs 34.3)

3,046 464,730
BER113.57T

{208,453,340)
(156,242,438}

2782 BT B4

LT TR
(47,177 £}

e e
<, 017 53

Hanehls peid Dy the dank

3,157 835,536

(66,254, 402)

i 1R, 354 170

1124 823 a3 1)

Balaneca aa st 31 Decamber

2,091 581,136

3048 464, 120

34.2 Amount Recognised in Statement of Profit or Loss

Agal 3158 Dacemiae

Currert Sensos cos!

Interast Caosl

216,750,132
350 343 445

162, 15, &FE

217 064,221

Total amount moognised in Statement of Profit or Loss

S6T 113,577

ArETTD A
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34.3 Amount Recognised in Statement of Other Comprehensive Income

As a3 31 Decamber

Mat Actuanal lGamnltoss on chigaton {156,245 43H) 15 01 7534
Taotal amounk recognised in Cther Comprehensive Income {156,24% 430) 35,017 534

34.4 An actuarial valuation of the gratuity fund was carried out as at 31st December 2022 by Actuarial &
Management Consultants (Pvt) Ltd, a firm of professional actuaries. The valuation method used by the actuary
to value the fund is the “Projected Unit Credit Method (PUC)”, recommended by Sri Lanka Accounting Standard

- LKAS 19 (Employee Benefits).

Aaluarial Asswmplions

Discount rate &3 at 31sf Decamber 18.0{r% 11.580%

LIRS BRAry Incresani rag 2023, 2024, F026, 2027 & 2029 - 202 - 21% , 2023, 2024, 2026, 2027 &
B, 2025 & 2028 - 20% A0S - A%, 2025 8 BoEE - 0%

Korrahoy AT9ETITO Mortality Table SA9ETT0 Momaling: Tabks

Resirement age 60 Years B0 Yepn

34.5 Sensitivity of Assumptions Used in the Actuarial Valuation

The following table demonstrates the sensitivity to a reasonably possible change in the key assumptions em-
ployed with all other variables held constant in the employment benefit liability measurement.

The sensitivity of the total comprehensive income and statement of financial position is the effect of the as-
sumed changes in discount rate and salary increment rate on to total comprehensive income and employment

benefit obligation for the year.

2022
Sansitivity
Effect on
Income  Present value of Effec
Siatement Defined Benefil

Increase |/ Ob#igatlon
{Reduction) Increass
in resulls (Decriease]
lar the year in the Liabeity
As. A=
+1% - 187676 (18672, 681) O N e et 224,653,585
) (212,584, 985) 212,584,585 {58, Hd 345) 259, 908 245
1% (218,242,691) 218,242 691 {253,217 .411) 268 21T 411
1% 185,388,622 (185, 388.622) R LR ] 2V 98 BEE)
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NOTES TO THE FINANCIAL STATEMENTS

35. Stated Capital

Ordinary shares
Halance as at 18l Janugry

B of sharas

H.047.228, 830
174,634,635

B0 A Bl

Balecs as at 318 Lbcamber

B.221,664,.6b6

8,047 229 90

The holders of ordinary shares are entitled to receive dividends as declared from time to time, and are entitled

to one vote per share at meetings of the bank.

36. Statutory Reserve Fund

Halance as &l 11 January

Transiar during e penod

e 133
G765, 733

Balanee as & 3181 Dessamie

845 247 B6A

37.Other Reserves

General reserve Fund

Grenisl Feseree Fund

Opening
Balance as al
M January Wovament!
2022 tranahars
Az, He.

3,758,112 282 268, 8TH 830
632,168 462 B 468,730

E'|-'_'-‘!il'|g Bakaes
as at 3
Doecambar 2022
HE.

3,568,561, 313
GEE 63, 194

Total

3,831,880, 744 A1 4B, BET

4,259 229 405

Balance as 11 Decembar 2021

0 CRlanca
Mavsrianl
transiams

2N R [eservEe Fung

Apesial Resaree Fund

q F3H 451, 74l B1 260 5d:
16,853,326 15,315,135

g, e

BAT IEH 451

Tl

3855, 305.008

7 W31 AA0 747
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38. Related Party Disclosures

The Bank has entered into transactions with the parties who are defined as related parties in Sri Lanka Ac-
counting Standard - LKAS 24 -’ Related Party Disclosures” i.e. significant investors, Key Management Personnel
(KMPs), Close Family Members (CFMs) of KMPs and other related entities. Those transactions include lend-
ing activities, acceptance and placements, off balance sheet transactions and provision of other banking and
financial services that are carried out in the ordinary course of business on an arm’s length basis at commercial
rates, except for the transactions that KMPs have availed under schemes uniformly applicable to all the staff at
concessionary rates.

38.1 Key Management Personnel of the Bank

As per the Sri Lanka Accounting Standard -LKAS 24 - “Related Party Disclosures”, the KMPs includes those who
are having authority and responsibility for planning, directing and controlling the activities of the Bank. KMPs
include the members of the Board of Directors of the Bank, the Chief Executive Officer, Deputy General Manag-
ers, Senior Assistant General Managers, Regional General Managers, Compliance Officer, Chief Internal Auditor
and Board Secretary.

38.1.1 Key Management Personnel Compensation

Key management personnel compensation comprised the following;

Az al 31 Docambar

zhort lerm empoyment benslils 160,828 385 S8 B3, 234

Foel arngioymant banalits

180, B39 505 12 BRE A5

38.1.2 Transactions, arrangements and agreements involving KMP and their Close Family
Members (CFM)

The aggregate values of transactions and outstanding balances related to key management personnel were as
follows;

A al 31 DecembDss 2022

He.

ltems in the Statement of Financial Position

ARERIE

Srs and recehailes 6,671,853 &% 063 712
65,671,850 £3.063 712

Linkilities

L i 130,038,622 113,343 587
139,035 622 113,345 567

ltemes im the Statement of Profit or Loss

IMErEBt inQome 506,851 1 B4 43

BT 8,423,378 4,404,112

_ 5,430,227 R
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38.1.2.1 Terms and conditions of the accommodation granted to KMPs and

their CFMs

Type al the Loan

Slaff Housing Loars
Slaff Vabede Loans

Cash Bagked Lodns

Corsumplioas gnd Othar

Loans

larma are samias o
coimpAamniEes ransactions
ahlb an unretsian parhag
wIh (e e caplan ot

claff loans which arg

inder approved achemaas
milcemiy appleable o &
ar BEaCihG Cang0omes al of
amoloyees

O Tarms and Condibons

Balance as al

15,149,524
16,082,131
22 474 5085

11,565,043

securty Delaiks 3112 32022

Type

Wi e

Froperty
Mater Vikea

162,500,000

B0, 437000
Faed Deposiy 28093111
Savincgs Desposiie

85,671,853

271,030,131

Iype of tha Loan

Cither Tarms and Condinons

Secunly Dhatalls 2

{8 8081

I'ypE Valus

Slaf Housng Logs
Staf Vahnols Loans

Cash Backad Loans
|_'_'_'_'|_F'\:'_;-'r||-|'.r:'|5_ and T

Lorans

TEerTTes S SITIEr 10
CATInSRAAE Transacions
wilh-an unretsiad pariss
a1l fhieaxcaplomn ol
staff |oans which ore

uncler EIprovel SCisTes

inifcermiy aggplicalls

", " g e . '] ol
arSpacis cansganes ol o

ETavees

22 525 (A
22 AT E14

34,703,273

.

10353817

206,850,000
06,208,912
14,255 D473

Land
Hator vahicls

Fixed Deposis

£9,063,712

318,114 B54

Fotal sxposure o KMPE end fnair €
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38.2 Transactions with the Government of Sri Lanka/ Entities Controlled,
Jointly Controlled, Significantly Influenced by the Government of Sri Lanka

In accordance with Sri Lanka Accounting Standard LKAS 24 on “Related Party Disclosures”, the Bank has ex-
empted from the disclosure requirements under paragraph 18 on transactions with Government of Sri Lanka,
significant investor and its related entities.

A number of entities in which the Government of Sri Lanka has an interest, have significant interests in the Bank.

The Bank has disclosed individually significant transactions and other transactions collectively, but not indi-
vidually with significant investor and related entities under LKAS 24. The Bank has entered into transactions,
arrangements and agreements with the Government of Sri Lanka and its related entities. The significant finan-
cial dealings during the year and as of the date of the Statement of Financial Position are as follows:

Az & 31 Dacambar

ftemes in the Stetement of Financial Position

Assels
QRS ancd nesaiy 1k ke gnglgggmg 1;4 n-__“-_ |-:-.-E
205,953,018 {B4 086 523
Lisbililies
Dt 13,335,228.391 15,316,465 018
13.335 228 331 15 318,465 01E
Hams in the Statament of Prafit or Loss
farast incomes 422,182 10,505,818
lErast pepinns 1. 588 821 341 BEZ 077, 740
1,585,243 523 73 4RT BRT

38.2.1 Further transactions as detail below, relating to the ordinary course
of business, are entered into with the Government of Sri Lanka and its
related entities:

Investment in Treasury Bills and money market placements

Payment of statutory rates and taxes

Payment for utilities mainly comprising of telephone, electricity and water
Payment for employment retirement benefits - (EPF ,ETF)

38.3 Pricing Policy with Related Parties

The Bank enters into transactions with related parties in the ordinary course of business on terms similar to
comparable transactions with an unrelated comparable counterparty with the exception of accomodation grant-
ed to Key Management Personnel under approved schemes uniformly applicable to all or specific categories of
employees.
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39. Assets Pledged as Security

The total financial assets recognized in the statement of financial position that had been pledged as collateral for

liabilities as at 31 December 2022 and 2021 is shown in the following table:

Type of Facility Amound of Facility

Hature of Securlty

Rs. Mn
i Dwer Drafl - BOC = FD 80912539
FD 7457 5065
2 Ower Draft - FB 200 FO= 055-60-01-
o027 I65E-2

Value of Security

A=, Mn
T23

335
290

Wakia of Securily

Az, Mn

Balanca as at 31
Die-cam by 2032
Rs. M

Type all Faclity aimaunl of Faclty Malen of Secudiy
Bs. Mn
1 Dt Dl - BOGC 150 FO BO2YERG0
FO 74353124
Fr B23001325
FL» P48 7308
FLF TASEETES
o Cher Dralf - PB 2]

40 Contingent Liabilities and Commitments

In the normal course of business, the Bank undertakes commitments and incurs contingent liabilities with legal
recourse to its customers to accommodate the financial and investment needs of clients, to conduct trading ac-
tivities, and to manage its own exposure to risk. These financial instruments generate interest or fees and carry
elements of credit risk in excess of those amounts recognized as assets and liabilities in the Statement of Finan-

cial Position. However no material losses are anticipated as a result of these

These contingencies and commitments are quantifies below:

ng al 31 Decambar

transactions.

Guarantess and parlormancs bonds 180,046,018 FFTER R
CitFser contmoent lems 207216,864 51 429 197
Lees | Imoairmeant for axessabed credit logsas-Euaranisss (B, 882 B5E) 19308 0R
Total 280,350,046 200 dod Tod
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40.1 Analysis of Commitment and Contingency Exposure to Credit Risk

A5 .ak 31 Decambar 2022 Stage 1
Rs.
Guaranbess ard parlommanca Bonie 180,048,018 TAD 046 078
her corm |.§| =MF ilams 2::7;;!11;'354 }ﬂ?;2'15_ﬂﬂ|l
Expected Credit Leas Allowance (Mote 4001, 1) (6, BE2, BEE) {6,802 A58

JE0, 280,045 J80 380,045

Guaranisss and performance bonds 177, ThG hiad 177 TEQ tRER

ner canmngant damsa B 429,102 bt B P T LT

Expaciad Credil Less Allgwance (Mobs 4001 1) o, BE2 BEE @ Ba2 BEg

40.1.1 Expected Credit Loss Allowance

Balprce as al 16l January 308006 2042 06
Met Charge lor the year 3.5 BeD I T
Balance as &l 3121 Decarmbie) 6 EE2 B5E | 308 C0E

40.2 Assessment Received by the Bank
Following assessments were received by the bank from the Department of Inland Revenue.

Income Tax

Notice of assessments issued for the year of assessment, 2014/15 LKR.653 Mn. (ITA18280500065),2015/16
LKR.573 Mn.(0201516002) ,2016/17 LKR.138 Mn.(0201617002) ,2017/18 LKR.1,023 Mn (0201718001) and
2018/19 LKR.246 Mn. (0201819002) discussions are going with the authorities on for full settlement. Provi-
sions have been constructed on the likely outcome as advised by the respective tax consultant.

Value Added Tax

Value Added Tax on Financial Services for the years 2016 (VATFS/BFSU/2019/1002) ,2017
(07501718002),2018 (075018190002) and 2019 (07501920002) were respectively LKR.197.7 Mn.

41. Litigations Against the Bank

Litigation is acommon occurrence in the banking industry due to nature of the business undertaken. The bank
has formal controls and policies for managing legal claims. Once professional advice has been obtained and the
amount of possible losses reasonably estimated, the bank makes adjustments to accounts for adverse effects
for which the claims may have on its financial standing. As at 31/12/2022, the Bank has 39 legal claims against
the Bank and all material claims have been adequately provided for. The Legal Department of the Bank is of the
view that currently pending litigations against the Bank will not have a material impact on the reported financial
results or the future operations of the bank.

42. Events After the Reporting Date

No circumstances have arisen since the reporting date which would require adjustments to, or disclosure in the
Financial Statements.
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43. Current vs Non Current Analysis

Agoat 31 DecpmbDes 032

Agsets
Cash and cash epaabani
Placamen|s wilh barss

Equily Instoamenss an fair wadue fuough poalil o loss

Finardaal assals & amartisad cosll oars and wcaatdes fiom

CEhEl Cusiomers

Finardcml azsels o amisrlised cost-Debl & olhes irslrumerils

Equily Inztnrnents-at fair vakie miough ofer camprahessg

IRedme
Progearty, plant arg sgaimmoeni
rlarggible assets

Right ol w=s Eassts

Within 12
Months
Aa.

2,685 883,677
6,133, 106,351
120,280

51,825,223,135
65,072,635,908

Alar 12
Monthe

16, 8.2, 922020

22858919
26615247
G B6T T4
T18,006, 598

Total
Fla.

2,889 883,677
6, 133,705,351
120,280

‘1BE, 008,145,165
65,079,835,908

2,209,910
b2g.615,241
B8, BET T4
18,096 6498

Eeforad 16y assels - 3.525.174,219 3,525,174.919
ithar asseis 3.436,0390,585 4,676,584, 965 B,042,615,550
Total assets 125,450 5098 937 166,040.551 5068 285,395,150,443
Liabilites

it 1 Btk

Dis In-athar cuglomeans

Drebil Imsued and sther borewed lunds
Curien] bas abilitas

Hhar kabilibas

Ratreman) benaff chligaton

Total Babilitios

3,450,855,516
151,288,336, 343
2,000,000,000
1,041,924, 148
3,732,121,974
209493,340
161,789,751,318

44, 0M0.851,540
58,014, 987,125

3,561,365, 287
2.792,087.79€
109,379,291,749

§7470,707066
210,301,323, 468
2.000,000.000
1,001,924 148
7,293 487262
3,091,581,136
271,163,023,068

Maturity Gap

13,235,132, 383)

46,5461, £39,757

LG &= 8 e T

Cumulative Gap

{32,335,132.382)

14,226 127376
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wikhin 12 ko

Anonis

ash and cash Sl ler |, 488 E7E Ak 1 456 BTE OBD

Placaorerd s dith Banks 85096 072 852 526072 9532
-_-_|_||.|;'!_- restrumiengs at fair vallis {hnogh L;r.'.l.' or oss 188 140 1 B8 140
Finaricial gsesle g armorlised cost-Loans and ecaivables from

cibur customers B2 B34 4100088 112505 2R 600 175 220 665 650

Finaricial asssls g amortisad cost-Debl & cther instruamsnis 24 BEE 210 318 G| BRG 210 318

£ quity Englmirmenis a1 fed valua thredgh olber comprehsnsive

(e ielnlgils) e T R ] 2280 018
“roperty, plant and aqupment - GBSl 438 28, 568 A3E
Infangibie ausels 113,688 TED 113,668 FBO
Higghat of use 4550 b R By Pl P
Clefarred tax assats 1263, Pas 07

34 837 515 561

] aasikg T
Todal assels 129407 FTE SR 1168 488 234 G35

-]
o
LT
=
[ =%

Liabilities

A lex banks 4. 1473128 48] MEST.ROROGT 29500856543
D bo-ofhet customers PET. R4 048 25 SO8TTEVR 00 0T Th2465 256
Debt is=ssd and alher Ermwsed funds R ] * OO0 000 DO
Curent tax lisbilities S04, 021, BBe 3 503,021,866
Ot lizhililies R T R 4, 130,607,650 7 Ea3300,817
Hatirsiment benald of lhigEtion R R e FEET REG 4T 3 06 &5 TS0

Total Habllities 138,337 454 B14 S IEB T4 430 FE0.450,1B9,234
Maturily Gap 18,9038 187 BEF) 24.559,510,214 16,393 322 327
Cumulative Gap (8236187 BB 15300 500 500

44. Financial Risk Management
44.1 Introduction and Overview

The Bank has exposure to the following risks from financial instruments:
e CreditRisk

o Liquidity risk

o  Market risk

e  Operational risk

44 1.1 Risk Management Framework

The Board of Directors has overall responsibility for the establishment and oversight of the Banks’ risk man-
agement framework. The Board discharges its governance responsibility through the Board Integrated Risk
Management Committee and the Board Audit Committee . Board Integrated Risk Management Committee
consists of non-executive members who report regularly to the Board of Directors on their activities. There are
several executive management sub committees such as the Executive Management Committee, Asset and Liabil-
ity Committee (ALCO), Executive Credit Management Committee and IT Steering Committee, which focus on
specialised risk areas that support the Board Integrated Risk Management Committee.
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The Bank’s risk management policies are established to identify and analyse the risks faced by the Bank, to set
appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk management policies and
systems are reviewed regularly to reflect changes in market conditions, products and services offered. The Bank,
through its training and management standards and procedures, aims to develop a disciplined and constructive
control environment, in which all employees understand their roles and obligations.

The Board Integrated Risk Management Committee is responsible for monitoring compliance with the Bank’s
risk management policies and procedures. The Board Audit Committee is assisted in these functions by Internal
Audit. Internal Audit undertakes both regular and ad-hoc reviews of risk management controls and procedures,
the results of which are reported to the Board Audit Committee.

44.1.2 Asset and Liability Committee (ALCO)

ALCO is chaired by the General Manager and has representatives from Finance Department, Credit Depart-
ment, Operation Department and Risk Department. The Committee meets regularly to monitor and manage
the assets & liabilities of the Bank and also overall liquidity position to keep the Bank’s liquidity at healthy levels,
whilst satisfying regulatory requirements.

44 1.3 Risk Measurement & Reporting

The Bank’s risks are measured using appropriate techniques based on the type of risk, and industry best practic-
es. The Bank also carries out Stress Testing to identify the effect of extreme events/worst case scenarios in most
of the major type of risks and the results are reported to Integrated Risk Management Committee on a periodic
basis. Monitoring and controlling risks is primarily performed based on policies, limits & thresholds established
by the Bank. These limits reflect the business strategy and market environment of the Bank as well as the level
of risk that the Bank is willing to accept (Risk Appetite).

44 1.4 Risk Mitigation

As part of its overall risk management, the Bank obtains various types of collaterals to mitigate the risk. Details
such as nature of the collateral that could be accepted, required security margin etc are clearly defined in the
Credit Policy of the Bank and any deviations require specific approval. However, respective approving authori-
ties would take into account the availability of security only as the secondary source of repayment.

44.2 Credit Risk

Credit risk is the risk of financial loss to the Bank if a customer or counterparty to a financial instrument fails

to meet its contractual obligations, and arises principally from the Bank’s loans and advances to customers and
other banks, and investment debt securities. For risk management reporting purposes the Bank considers and
consolidates all elements of credit risk exposure (such as individual obligor default risk, country and sector risk).

For risk management purposes, credit risk arising on trading assets (FVTPL) is managed independently and
information thereon is disclosed below. The market risk in respect of changes in fair value in trading assets (FVT-
PL) arising from changes in market credit spreads applied to debt securities and derivatives included in trading
assets is managed as a component of market risk, further details are provided in market risk section.

Management of Credit Risk

The Board of Directors has delegated responsibility for the oversight of credit risk to its Board Credit Com-
mittee (Discontinued with effect from June 2021). Bank Credit Administration Unit reporting to the Executive
Credit Management Committee through the Chief Risk Officer is responsible for management of the Bank’s
credit risk, including:

e Formulating credit policies in consultation with business units, covering collateral requirements, credit
assessment, risk grading and reporting, documentary and legal procedures, and compliance with regulatory
and statutory requirements.

e Establishing the authorisation structure for the approval and renewal of credit facilities. Authorisation lim-
its are allocated to business unit Credit Officers. Larger facilities require approval by Heads of Credit, Board
Credit Committee (Discontinued with effect from June 2021) or the Board of Directors as appropriate.
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e Reviewing and assessing credit risk. Heads of Credit assesses all credit exposures in excess of designated
limits, prior to facilities being committed to customers by the business unit concerned. Renewals and re-
views of facilities are subject to the same review process.

e Limiting concentrations of exposure to counterparties, geographies and industries (for loans and advances),
and by issuer.

e Reviewing compliance of business units with agreed exposure limits, including those for selected industries,
country risk and product types. Regular reports on the credit quality of local portfolios are provided to
Heads of Credit who may require appropriate corrective action to be taken.

e Providing advice, guidance and specialist skills to business units to promote best practice throughout the
Bank in the management of credit risk.

e Regular audits of business units and Bank credit processes are undertaken by Internal Audit.

Exposure to Credit Risk

The table below set out information about credit quality of financial assets and allowance for impairment/ ex-
pected credit losses held by the Bank against those assets.

Credit Quality Analysis
The Bank’s Delinquency status

Delnguency stahus Deseriplion

atage 2
4160 doys Indor Porfaerming
61-80 days Frides Perddrmirm
Stage 3

Eetaicr OO ey PG - o P
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Az af December

Siage 4
R

Financial investments at amortised
cast-Debt & ather instruments

Cheated debentures AT S84 610 . - 423,946,610

Governiment debt securities-

treasury bills & bonds 11487849 406 > - 11.487 845 404

Inwestrment in lxed deposile 52070448414 ' - 52970466614

Total delbt and other instruments 65,082 442 4630 - - 45,082 462 630

Expected credit loss sllowance (1.750,892) : . 11760652
Met debt and ather instrurmerts B0, 08071, 739 . - &5,080,701,739

Placemernts with banlks

Money market placements £.133.705,351 ; . &,133,705,351

Tabad placements with banks A 1331705051 - - 4,133,705 351

Expected credil ioss allowance PO . - S
Met placements with banks 133,705,351 : . 6,133,705 351

Cornimltments and Cantingemehes *

Bank Guarantes 180,013 : - 160046,018
Bills 5end for Collection 207.214.084 3 : 207,216,564
Total commitments and

contingencies 38T 252,902 . - 387,265 002
Expected credit loss sllowance (48482 854) . - 16,882 BES]
Mot commitmants and

contingencies 380,380,044 - - 360,380,046

* To meet the financial needs of customers, the Bank enters into various commitments and contingent liabilities. Even
though these obligations may not be recognized on the Statement of Financial Position, they do contain credit risk and are,
therefore, part of the overall risk of the Bank.
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£21 944,610 A1 36,510
4813547891 4811547891
49470476709 49.420,476,709
54,857 971211 54857971211
11 740,892) (1,760,892
54 BE4 210,919 54 55 210,319
£594072.932 £.594,072.932
£554072.992 4554072502
T 4556072932 6596,072,932
177 766,966 177,766,966
51,429,192 51,429,192
239.196,158 299,196,158
(3.308,004) (3,308,008}
235 888,152 2325.888,152
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44.2.1 Measurement of Expected Credit Losses (ECL)

Inputs, assumptions and techniques used for estimating impairment under SLFRS 9 is disclosed under Account-
ing Policies Note 5.1.2.5.

Significant increase in Credit Risk

The Bank continuously monitors all assets subject to ECLs. In order to determine whether an instrument or

a portfolio of instruments is subject to 12 months ECL or LTECL, the Bank assesses whether there has been a
significant increase in credit risk since initial recognition. Bank determines significantly increase credit risk when
customers exceed 30 days past due.

The Bank also applies a secondary qualitative method for triggering a significant increase in credit risk for an
asset, such as moving a customer/facility to the watch list, or the account becoming forborne.

Incorporation of Forward-Looking Information

The Bank incorporates forward looking information into both the assessment of whether the credit risk of an
instrument has increased significantly since its initial recognition and the measurement of ECL. The Bank has
identified and documented key drivers of credit risk and credit losses for each portfolio of financial instruments
and, using an analysis of historical data, has estimated relationships between macro-economic variables and
credit risk and credit losses.

The key drivers for credit risk are GDP growth, unemployment rates, inflation, exchange rates and interest rates.

The Bank formulates multiple economic scenarios to reflect base case, best case and worst case.

Analysis of inputs to the ECL model under multiple economic scenarios per geographic
regions

An overview of the approach to estimating ECLs is set out in Note 2 Summary of significant accounting policies
and in Note 2.1 Significant accounting judgements, estimates and assumptions. To ensure completeness and ac-
curacy, the Bank obtains the data used from third party sources (CBSL) and a team of economists within its Risk
Department verifies the accuracy of inputs to the Bank’ ECL models including determining the weights attrib-
utable to the multiple scenarios. The following tables set out the key drivers of expected loss and the assump-
tions used for the Bank’s base case estimate, ECLs based on the base case, plus the effect of the use of multiple
economic scenarios, as at 31 December 2022.

The tables show the values of the key forward looking economic variables/assumptions used in each of the eco-
nomic scenarios for the ECL calculations. The figures for “Subsequent years” represent a long-term average and
so are the same for each scenario.
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As at 31 December

ECL Subsequent

Hery arivers Scanano 202 2 20F5 Years

GDF growth %
H Cesk 11.8 11.8% 1.49% B 114
Basgl Case o 1 b b
Wiarse Cass g.1% ' 6.8 ' ’
Inflation Rales %
Hase Caze 14, 2% B 2% . 2% i B G 2%
Hesi Case 15, 4% F A6.5% £ 1
vinrae Case BY% 9% BOE% BB E0E5%
Inleres! Rata %
Same [ase 14, 6% 145 |4 % 5 4 54
Baszl Lase 13.4% 13.0% 12:6% 2.3 1.B5%
Nrea. T {5 30 1E (T, 1 p iT 4% s
Exchange ratas (LISD 5 to LKR]
b Mgee 121 73 441 43 % e aTe N
el s 180 97 BT E 10 e i
WWorae Cas 0L EF K r o el
Unemployment rates %
HrcaCass 5.0% 51 5 E e
Ba=i Cas 4.0 4 & (5] |

Measurement of ECL

The key inputs into the measurement of ECL are the term structure of the following variables:
e probability of default (PD);

e loss given default (LGD); and

e exposure at default (EAD).

The exposure at default (EAD) represents the gross carrying amount of the financial instruments subject to the
impairment calculation, addressing both the client’s ability to increase its exposure while approaching default
and potential early repayments too.

To calculate the EAD for a Stage 1 loan, the Bank assesses the possible default events within 12 months for the
calculation of the 12 months ECL. However, if a Stage 1 loan that is expected to default in the 12 months from
the balance sheet date and is also expected to cure and subsequently default again, then all linked default events
are taken into account. For Stage 2 and Stage 3 the exposure at default is considered for events over the lifetime
of the instruments.

The Bank determines EADs by modelling the range of possible exposure outcomes at various points in time,
corresponding the multiple scenarios. The SLFRS 9 PDs are then assigned to each economic scenario based on
the outcome of Bank’s models.

The Bank segments its retail lending products into smaller homogeneous portfolios, based on key characteristics
that are relevant to the estimation of future cash flows. The applied data is based on historically collected loss
data and involves a wider set of transaction characteristics (e.g., product type, wider range of collateral types) as
well as borrower characteristics.

Regional Development Bank 179
Annual Report 2022



NOTES TO THE FINANCIAL STATEMENTS

Treasury, trading and interbank relationships

The Bank’s treasury, trading and interbank relationships and counterparties comprise financial services institu-
tions, banks, primary-dealers, exchanges and clearing-houses. For these relationships, the Bank’s Treasury Unit
analyses publicly available information such as financial information.

Sector classification of loans

The loan classification of the bank for reporting purpose has been incorporated as per the sectorial classification
of Central Bank of Sri Lanka.

Of the total sector classification, this report catogorised them in top major sectors, in accordence to the size of
the portfolios.

The highest sector under this classification as per the banks closing books, 2022 is the Housing Loan followed by
Refinance, Commercial, Agriculture, Pawning, Industrial, and Other Loans, Loans against deposits, Staff loans,
Leasing, SME, Liya Isura Loans.

Sector wize portolics

Hefinamce AT BAT ATT EE3
arm Losn - Gomimarcia 24.913,536,360
Tarm Loan - Agriculiure 19,942 858 431
I TG 4 } 2 Erd
erm Lo = Incustosl 16.451,115,535
TBrr Loeyn - Oiher 7055 425 251
Loan Againet Deposi 10,333 556 605
| 3 5001 14805

i) 1,387,022, 29E
SHAE (21393411
Liya lau 3 oh HHE

Corporate loans (Services, Manufacturing and Industry loans)

For corporate loans, the borrowers are assessed by specialized credit employees of the Bank. The credit risk
assessment is based on the behaviour of the customer and credit quality based on the past due status. Further,
the bank considers following aspects while assessing the risk of a customer :

e Historical financial information together with forecasts and budgets prepared by the client. This financial
information includes realized and expected results, solvency ratios, liquidity ratios and any other relevant
ratios to measure the client’s financial performance. Some of these indicators are captured in covenants
with the clients and are, therefore, measured with greater attention.

e  Any publicly available information on the clients from external parties are captured, which includes in-
formation provided by Credit Information Bureau. This includes external rating grades issued by rating
agencies, independent analyst reports, press releases and articles, which contains relevant information of
clients/industry and applicable to the credit analysis and decision making processes.

e Any other objectively supportable information on the quality and abilities of the client’s management rele-
vant for the company’s performance.

Consumer lending and retail loans

Consumer lending comprises Housing Loans, Consumer loans and Personal Loan.These products along with
retail mortgages and some of the less complex small business lending are rated by (Corporate and retail credit
scoring models) primarily driven by days past due (Credit Information Bureau reports). Other key inputs into the
models are:
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e Consumer lending products: use of limits and volatility thereof, economic condition, changes in personal
income/ salary levels based on records of repayment capacity, repayment sources, personal indebtedness and
expected interest repricing.

e Retail mortgages: GDP growth, unemployment rates, changes in personal income/salary levels based on re-
cords of current accounts, personal indebtedness and expected interest repricing.

Grouping financial assets measured on a collective basis

Asset classes where the Bank calculates ECL on an individual basis includes all customers above the individually
significant threshold of LKR 5mn of the total exposure.

Asset classes where the Bank calculates ECL on a collective basis include:
e  Customers below the Individually Significant threshhold of LKR 5mn.

The Bank groups these exposures into smaller homogeneous portfolios as described below:
e Product Type
e Interest Rate

44.2.2 Collateral held and Other Credit Enhancements

The Bank holds collateral against loans and advances to customers in the form of mortgage interests over
property, other registered securities over assets, inventories and guarantees. Estimates of fair value are based
on the value of collateral assessed at the time of borrowing, and are updated regularly. The amount and type of
collateral required depends on an assessment of the credit risk of the counterparty. Management monitors the
market value of collateral and will request additional collateral in accordance with the underlying agreement.

Definition of Past Due

Banks consider that any amounts uncollected thirty one days or more beyond their contractual due date are
‘past due’

An estimate made at the time of borrowing of the fair value of collateral and other security enhancements held
against loans and advances to customers is given below and the value of collateral has been restricted to the
value of the loans outstanding balances.

AL al 31 Decomber

Coflateral Type

and & Building: 2TTTO.254 508 28 440650 208
1 ary 1.281,M65,.425 1,00 207 44
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Giold 42 21720,774 2017245018
Fimad Denagils 0,333,536, 604 A, EE0 8T 53T
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CHinars 13 B62 766 869 13, & OEE 531
215 372 50 BA1 18G9 CO0 66E 420
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The Bank’s policy is to pursue timely realisation of the collateral in an orderly manner.

Loan-to-value ratio (LTV) Residential Mortgage lending

TG, 5 D00

The tables below stratify credit exposures from mortgage loans and advances to retail customers by ranges of
loan to-value (LTV) ratio. LTV is calculated as the ratio of the gross amount of the loan - or the amount commit-

ted for loan commitments - to the value of the collateral. The gross amounts exclude any impairment allowance.

The valuation of the collateral excludes adjustment for obtaining and selling the collateral. The value of the
collateral for residential mortgage loans is based on the collateral value at origination updated based on changes

in house price indices.
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44.2 .3 Concentration of Credit risk

The Bank monitors concentrations of credit risk by industry and by geographic location.

Concentrations of credit risk

An analysis of concentrations of credit risk for loans and advances, lending commitments, financial guarantees
and investment securities is shown below.

Landing commismanis and
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Hanlhs - 53,504,613, 229 50044 423 350
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44 3 Liquidity Risk

Liquidity risk is the risk that the Bank will encounter difficulties in meeting obligations associated with its
financial liabilities that are settled by delivering cash or another financial asset. Hence the bank may be unable to
meet its payment obligations when they fall due under both normal and stress circumstances.

Management of Liquidity Risk

The Bank sets the strategy for managing liquidity risk and delegates responsibility for oversight of the imple-
mentation of this policy to ALCO. ALCO approves the Bank’s liquidity policies and procedures. Central Treasury
manages the Bank’s liquidity position on a day-to-day basis and reviews daily reports. A summary report, includ-
ing any exceptions and remedial action taken, is submitted regularly to ALCO. The Bank’s approach to managing
liquidity is to ensure, as far as possible, that it will always have sufficient liquidity to meet its liabilities when they
are due, under both normal and stressed conditions, without incurring unacceptable losses or risking damage to
the Bank’s reputation. the key elements of the Bank’s liquidity strategy are as follows.

e Maintaining a diversified funding base consisting of customer deposits (both retail and corporate) and
wholesale market deposits and maintaining contingency facilities.
Carrying a portfolio of highly liquid assets, diversified by currency and maturity.
Monitoring liquid ratios, maturity mismatches, behavioral characteristics of the Bank’s financial assets and
financial liabilities, and the extent to which the Bank’s assets are encumbered and so not available as poten-
tial collateral for obtaining funding.

e Carrying out stress testing of the Bank’s liquidity position.

The most important of these is to maintain the minimum 20% liquid assets ratio to meet the regulatory require-
ment. Liquid assets consist of cash, short-term bank deposits and liquid debt securities available for immediate
sale.
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44.3.1 Exposure to Liquidity Risk

The key measure used by the Bank for managing liquidity risk is the ratio of liquid assets to deposits from cus-
tomers and other liabilities. For this purpose liquid assets are considered as including cash and cash equivalents
and investment for which there is an active and liquid market. A similar calculation is used to measure the Bank'’s
compliance with the liquidity limit established by the, Central Bank of Sri Lanka. Details of the reported Bank
ratio of net liquid assets to liabilities from customers at the reporting date and during the year were as follows:

At 31 Diecarmber bl s 3 o 184,
Aueracs or the year 27T16% 27 4%,
BABRIrTT Tor T e 29.TH% 2R AR
MinirnLm 1or tha.- yaal 25.10% 2 18%

As per the extraordinary regulatory measures implemented by the Central Bank of Sri Lanka in May 2020, due to
the COVID- 19 pandemic situation licensed banks are permitted to consider the following assets as liquid assets
in the computation of the Statutory Liquid Assets Ratio until 31 December 2022

e Interest subsidy receivable on Senior Citizens Special Deposit Scheme.

e Exposures to State Owned Entities guaranteed by the Government of Sri Lanka and classified in Stage 1
under SLFRS 9 Financial Instruments for financial reporting purposes with maturity not exceeding one year
with hair-cut of 10%.

e Fixed Deposits held by licensed banks in other licensed banks;

(a) where remaining period to maturity exceeds 1 year but is less than or equal to 2 years, with hair-cut of 20%,

(b) if the remaining period to maturity exceeds 2 years but is less than or equal to 3 years, with hair-cut of 30%.

e Loanssecured by deposits under lien equivalent to 20% of the deposits.
e Receivables from Employees Provident Fund (EPF) in settlement of loans.

However, due to the strong liquidity position of the Bank, there was no much impact to the Bank.

44 3.2 Analysis of Financial Liabilities by Remaining Contractual Maturities

The table below summarizes the maturity profile of the undiscounted cash flows of the Bank’s financial liabili-
ties as at 31 December 2022. Repayments which are subject to notice are treated as if notice were to be given
immediately. However, the Bank expects that many customers will not request repayment on the earliest date it
could be required to pay and the table does not reflect the expected cash flows indicated by its deposit retention
history.
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44 3.3 Contractual Maturities of Commitments and Contingencies

The table below shows the contractual expiry by maturity of the Bank’s contingent liabilities and commitments.
Each undrawn loan commitment is included in the time band containing the earliest date it can be drawn down.

For issued financial guarantee contracts, the maximum amount of the guarantee is allocated to the earliest peri-

od in which the guarantee could be called.
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NOTES TO THE FINANCIAL STATEMENTS
44.3.4 Liquidity Reserve

The table below sets out the components of Bank’s liquid assets that are held for the liquidity purpose.

A% A5 31 Dacambar : EE_IZ‘.'! :
Carrying
Amound Falr alue
Cash gnd Cash rouveiants 2889, 883 677 2,889 583 677
Flacemanie with banks 1.908_T05_351 1,908 705351
Repno 4. 225 000,000 4 228 Q00,000
Fixed Deposits 52 070,666,614 52670666614
61 9494, 355 642 61,994 255 642

* The carrying amounts approximate their fair values as they are short term in nature (less than twelve months).

44 3.5 Liquidity Coverage Ratio

The Liquidity Coverage Ratio (LCR) as defined by the regulator is intended to promote the short-term resilience
of abank’s liquidity risk profile over a 30 day period. The ratio is defined as the amount of High Quality Liquid
Assets (HQLA) that could be used to raise liquidity, measured against the total volume of net cash outflows,

arising from both actual and contingent exposures, in a stressed scenario.

The LCR complements the Bank’s stress testing framework. By maintaining a ratio in excess of minimum reg-
ulatory requirements, the LCR seeks to ensure that the Bank holds adequate liquidity resources to mitigate a

short-term liquidity stress.

Commencing from 1 April 2015, all licensed specialised banks maintained Liquidity Coverage Ratios (LCR) as
prescribed by CBSL in respect of Rupee Liquidity Minimum Requirement for local currency operations and All
Currency Liquidity Minimum Requirement for the overall operations effective from 1 January 2019 onwards

100%.

As per the extraordinary regulatory measures implemented by the Central Bank of Sri Lanka in May 2020 due to
the COVID- 19 pandemic situation minimum requirement of Liquidity Coverage Ratio was reduced to 90% up to

31 December 2022 with enhanced supervision and frequent reporting.
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The following were the Liquidity Coverage Ratios (%) of the Bank as at 31 December:
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44.3.6 Stalutory Liquid Asseis Ratio
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44.3.7 Due to Banks & Due to Other Customers (Deposits) to Loans and

Receivables from Banks & Other Customers (Advances) Ratio

The Bank is aware of the importance of due to banks & other customers as a source of funds for its lending oper-
ations.

This is monitored using the following ratio, which compares loans and receivables to customers as a percentage
of due to banks & Due to other customers (Deposits).

Due to banks & due to other customers to Loans and receivables from banks & other customers Ratio.

A5 at J1st December 2022 BRETH

As at 315t December 2027 a0 B

The table below sets out the availability of financial and non-financial assets held by the Bank on the basis of
being encumbered or unencumbered as of 31.12.2022 and 31.12.2021.
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44 4 Market Risk

Market risk’ is the risk that changes in market prices - such as interest rates, equity prices, foreign exchange rates
and credit spreads (not relating to the changes in the obligator’s/ issuer’s credit standing) will affect the Bank’s
income or the value of its holdings of financial instruments. The objective of the Bank’s market risk management

is to manage and control market risk exposures within acceptable parameters to ensure the bank’s solvency while

optimizing the return on risk.

Overall authority for market risk is vested in ALCO. ALCO sets up limits for each type of risk in aggregate and for
portfolios, with market liquidity being a primary factor in determining the level of limits set for trading portfolios.

The table below sets out the allocation of assets and liabilities subject to market risk between trading and

non-trading portfolios:
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Management of Market Risk

Market risk management reporting creates transparency on the risk profile and facilitates the understanding
of core market risk drivers to all levels of the Bank. The Management and Board Committees receive regular
reporting, as well as ad hoc reporting as required, on market risk, the impact on capital and earnings through
stress testing. The Operation Risk Management Committee (ORMC) and Asset and Liability Committee (ALCO)
receive risk information at a number of frequencies, including monthly and quarterly.

The Bank separates its exposure to market risk between trading and non-trading portfolios. Trading portfolios
are mainly held by the Bank’s Treasury Department, and include positions arising from market making and also
held with a view to earn a profit of financial assets and liabilities that are managed on a fair value basis.

The Bank employs a range of tools to monitor and limit market risk exposures.

Non - Trading Market Risk

Non trading market risk arises primarily from outside the activities of our trading units, in our banking book and

from certain off-balance sheet items. Significant market risk factors the Bank is exposed to and are overseen by

risk management committees are:

e Interest rate risk (including risk from embedded optionality and changes in behavioural patterns for certain
product types)

e  Market risks from off-balance sheet items such as foreign exchange risk of the hedging instruments such as
SWAPs.

44 4.1 Interest Rate Risk

Interest rate risk is the potential impact on the Bank’s earnings and net asset values due to changes in market
interest rates. Interest rate risk arises when the Bank’s principal and interest cash flows (including final matur-
ities), both on and off balance sheet, have mismatched re-pricing dates. The amount of risk is a function of the
magnitude and direction of interest rate changes and the size and maturity structure of the mismatch position.
The Bank’s lending, funding, and investment activities give rise to interest rate risk.
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Interest rate risk management is conducted within the context of a comprehensive business strategy. The bank
has developed and implemented effective and comprehensive procedures to manage and control interest rate
risk in accordance with the strategies in managing interest rate risk. These procedures are in accordance to the
size and complexity of the Bank’s interest rate risk-taking activities.

The Bank manages interest rate risk through the re-pricing maturity mis-match gaps by using Funds Transfer
Pricing (FTP) techniques to take advantage in optimal gains. Through the FTP; portfolios are hedged; through
this approach the Bank ensures that interest rate risk between lending and funding in each time bucket remains
low. The majority of the Bank’s interest rate risk, therefore, stems from the unhedged portion of assets and
liabilities.

Typically interest rate risk is split into two components: traded interest rate risk and non-traded interest rate
risk. While the traded interest rate risk is relevant to trading activities and its affects, the latter is often referred
to as interest rate risk on the balance sheet or to the banking book and arises from the Bank’s core banking
activities.

Interest Rate Risk in the Banking Book (IRRBB)

Interest rate risk in the banking book is the risk to both the Bank’s capital and earnings, arising from movements
in interest rates, which affect the banking book exposures. This includes maturity mis-matches of the interest
bearing assets and liabilities which describes the impact of relative changes in interest rates for financial instru-
ments that are priced using different interest rate curves.

Interest rate risk is also the risk that the Bank will experience in deterioration in its financial positions as interest
rates move over time.

The interest rate position of the Bank is that the duration of the liabilities to some extent is lesser than the dura-
tion of the assets in the shorter tenors of the reprising profile. Given this mismatch, under normal circumstances
increasing interest rates will have a negative impact on the interest income of the Bank. On the other hand, as li-
abilities re-price more quickly than assets, the average interest rates paid on liabilities would adapt more quickly
to lower market interest rates. This would then support the Bank’s net interest income.

During the current year as well as the preceding year banking industry faced unprecedented challenges as a
result of fiscal and monetary stimulus. Due to the spread of the pandemic it was increasingly becoming evident
that the domestic economic activities during the year 2022, was affected due to uncertainty and the various
policies and regulations which were put into place from time to time to mitigate the adverseness of the econom-
ic conditions.

In this sense the Bank manages the Interest Rate Risk in the Banking Book (IRRBB) exposures using both Earn-
ings at Risk (EAR) and Economic Value of Equity (EVE) measures. The Treasury division is delegated to manage
the interest rate risk centrally on an ongoing basis, where Risk Management Unit acts as the second line of
defence on an independent oversight function.

Economic value based measures look at the change in economic value of banking book of assets, liabilities and
off balance sheet exposures resulting from interest rate movements, independent of the accounting treatment.
Thereby the Bank measures the change in Economic Value of Equity (EVE) of the banking book under standard
scenarios for the ICAPP process as defined by Basel Committee on Banking Supervision.

Earnings-based measures look at the expected change in Net Interest Income (NI1), compared to some defined
benchmark scenarios, over a defined time horizon resulting from interest rate movements. Thereby the Bank
measures the sensitivity of the Bank’s interest sensitive assets and liabilities to a parallel shift to various interest
rate scenarios.
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44.4.2 Maturity Gaps

The Management and Board defines the liquidity and funding risk strategy for the Bank, as well as the risk ap-

petite, based on recommendations made by the Risk Committee. At least annually the Board Risk Management

Committee reviews and approves the limits which are applied to the Bank to measure and control liquidity risk
as well as our long-term funding plan.

While such risk monitoring is mainly based on the stock approach through ratios and risk levels approved as per
the risk appetite of the Bank, another method of managing and monitoring liquidity risk is using the flow ap-

proach tools which is the popular maturity mis-match or Maturity Gap analysis.

A summary of the Bank’s total assets and liabilities as at 31 December 2022, based on the remaining period at
the reporting date to the respective Cash flow/ Maturity dates together with the maturity gaps are given below.
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Interest Rate Benchmark Reforms

Interest rate benchmarks such as interbank offered rates (IBORs) play an important role in global as well as local
financial markets. A fundamental reform of major interest rate benchmarks is being undertaken globally, replac-
ing some interbank offered rates (IBORs) with alternative nearly risk-free rates (referred to as ‘IBOR reform’).
The Bank has exposure to certain IBORs on its financial instruments that are being reformed as part of these
market-wide initiatives globally.

The main risks to which the Bank has been exposed as a result of IBOR reform are operational. For example, the
renegotiation of loan contracts through bilateral negotiation with customers, updating of contractual terms, up-
dating of systems that use IBOR curves and revision of operational controls related to the reform and regulatory
risks. Financial risk is predominantly limited to interest rate risk.

The Bank through ALCO intends to manage its transition to alternative rates from the use of IBOR’s. The con-
tracts which have fallen due since end 2021 is re-priced at alternate rates mostly based on fixed pricing, the five
US dollar LIBOR settings which will continue to be calculated using panel bank submissions until mid-2023, is
used if required to re-price longer tenor advances which have frequent re-pricing dates. However, using these
LIBOR’s for new business is restricted from end-2021.

Going forward, RMU as a risk management functionality, will evaluate the extent to which loans advanced, loan
commitments, liabilities and derivatives reference IBOR cash flows, whether such contracts need to be amend-
ed as aresult of IBOR. These findings will be reported to ALCO and Treasury to support the management of
interest rate risk and works closely to identify operational and regulatory risks arising from these IBOR reforms
and how to manage communication about IBOR reform with counterparties. These findings will be reported to
BIRMC quarterly and will collaborate with other business functions as needed.
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44 4.3 Exposure to Other Market Risks
Foreign Currency Risk

Foreign exchange rate risk arises from the movement of the rate of exchange of one currency against another,
leading to an adverse impact on the Bank’s earnings or equity. Bank is exposed to foreign currency risk resulting
from foreign currency assets and liabilities taken over from former Lanka Puthra Development Bank and loan
from Asian Development Bank. Necessary precautions are in place in order to avoid/mitigate possible foreign
currency risk in the near future.

During the year, the banking sector experienced uncertainty in market situations due to the lack of foreign
currency liquidity especially the US dollars. This mostly led to the banking industry being unable to meet the
expected levels in liability conversion transactions especially trade related transactions. The market also expe-
rienced a drop in asset conversion transaction such as the inward remittance and export bills. This situation led
to depreciation of USD/ LKR rates which was mostly a controlled exchange rate which traded around 200 to 363
levels.

The Bank ensures all market risk measures are adhered as laid down in the latest directions published by the
Central Bank as well as according to best market practices followed locally and globally.

Given below are the foreign currency exposures and their rupee equivalent in the major currencies, in which the
Bank trades in.

in Cirgenal Farmign Curmanoy Functional Cumansy of tha Bank

Az at 3 Decamber 2022 0z i
usnD R=.

HNat Fareign Cumency Exposurs

Fnanciad assebe deoominaled in foraige

CUITANGY 68,070,895 53,803,708 24913, 847739 10801 094 363
Fnancead Eanitns ceromnalad i fonsgr

CUIrency B3, 0, 435 babbEBEE  23,08d 30, b 1772 01E,4B85

An impact analysis of the foreign currency Net Open Position (NOP) was carried out applying shock levels of
5%, 10% and 15%, for depreciation on the current exchange rate and the impact on the overall foreign currency
NOP (in USD) and the impact on Income Statement is shown in the table below.

Bs al A1 Docembier

MOP 4,971,481 1,819,554 647 144 B 25 77 BT

Al Shocks Lavel of

44.5 Operational Risk

‘Operational risk’ is the risk of direct or indirect loss arising from a wide variety of causes associated with the
Bank’s processes, personnel, technology and infrastructure, and from external factors other than credit, market
and liquidity risks, such as those arising from legal and regulatory requirements and generally accepted stand-
ards of corporate behaviour. Operational risks arise from all of the Bank’s operations.

The Bank’s objective is to manage operational risk so as to balance the avoidance of financial losses and damage
to the Bank’s reputation with overall cost effectiveness and innovation. In all cases, Bank policy requires compli-
ance with all applicable legal and regulatory requirements.
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The board of directors has delegated responsibility for operational risk to its Bank Operational Risk Committee,
which is responsible for the development and implementation of controls to address operational risk. This re-
sponsibility is supported by the development of overall Bank standards for the management of operational risk
in the following areas:

e Requirements for appropriate segregation of duties, including the independent authorization of transac-
tions;

e Requirements for the reconciliation and monitoring of transactions;

e Compliance with regulatory and other legal requirements;

e Documentation of controls and procedures;

e Requirements for the periodic assessment of operational risks faced, and the adequacy of controls and pro-
cedures to address the risks identified;

e Requirements for the reporting of operational losses and proposed remedial action;

e Development of contingency plans;

e Training and professional development;

e Ethical and business standards; and

e Risk mitigation, including insurance where this is cost effective.

45, Capital Management
45.1 Regulatory Capital

The Bank’s lead regulator the Central Bank of Sri Lanka sets and monitors capital requirements for the Bank
as awhole. The individual banking operations are directly supervised by the lead regulators. The Bank capital
management goals are as follows;

a. Ensureregulatory minimum capital adequacy of 12.5% requirements are not compromised.

b. Bankto maintainits international and local credit rating and to ensure that no downgrading occurs as a

result of deterioration of risk capital of the Bank.

Ensure above industry average Capital Adequacy Ratio for the banking sector is maintained.

Ensure maintaining of quality capital.

e. Ensure capital impact of business decisions are properly assessed and taken into consideration during
product planning and approval process.

f. Ensure capital consumption by business actions are adequately priced.

g. Ensure Bank’s average long-term dividend pay-out ratio is maintained.

Qo0

Central Bank of Sri Lanka sets and monitors regulatory capital requirement on solo basis. The Bank is required
to comply with the provisions of the Basel Il and Basel Il in respect of regulatory capital.

Capital Management

Capital Adequacy is a measure of a bank’s ability to withstand the associated risks of its business. Regulators
find it necessary that every bank holds adequate capital to absorb unexpected losses as a going concern, while
they price their products and services to take care of expected risks. Capital Adequacy Ratio (CAR) is measured
under Basel 1 till 30 June 2017 and thereafter Basel-1ll and takes into account the Credit, Market and Opera-
tions risks. Keeping with the international standards of Basel Committee on Banking Regulations and Superviso-
ry Practices, Sri Lanka has been following Basel Il CAR calculation from 1 July 2017.

45.2 Capital allocation

Management uses regulatory capital ratios to monitor its capital base. The allocation of capital between specific
operations and activities is, to a large extent, driven by optimization of the return achieved on the capital allocat-
ed. The amount of capital allocated to each operation or activity is based primarily on regulatory capital require-
ments, but in some cases the regulatory requirements do not fully reflect the varying degree of risk associated
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with different activities. In such cases, the capital requirements may be flexed to reflect differing risk profiles,
subject to the overall level of capital to support a particular operation or activity not falling below the minimum
required for regulatory purposes. The process of allocating capital to specific operations and activities is un-
dertaken independently of those responsible for the operation by Bank Risk and Bank Credit, and is subject to
review by the Bank Asset and Liability Management Committee (ALCO).

Although maximization of the return on risk-adjusted capital is the principal basis used in determining how capi-
tal is allocated within the Bank to particular operations or activities, it is not the sole basis used for decision mak-
ing. Account is also taken of synergies with other operations and activities, the availability of management and
other resources, and the fit of the activity with the Bank’s longer-term strategic objectives. The Bank’s policies in
respect of capital management and allocation are reviewed regularly by the board of directors.

45.3 Available Capital

Basel Il accord recognises three capital elements, namely CET 1 Capital, Additional Tier1 Capital and Tier 2
capital.

CET 1 capital includes equity capital, reserve fund, published retained earnings (accumulated retained losses),
general and other reserves, and unpublished current year’s profit/ (losses) and gains reflected in OCI. Goodwill
(net), other intangible assets, revaluation losses of PPE, deferred tax assets, cash flow hedge reserve, shortfall
of the cumulative impairment to specific provisions, defined benefit pension fund assets, investments in own
shares, investments in the capital of banking and financial institutions and other adjustments as per the regula-
tory directions are deducted as applicable in arriving at CET 1 capital.

Additional Tier 1 capital includes qualifying instruments as per the regulatory directions. Investments in own
shares, investments in the capital of banking and financial institutions and other adjustments as per the regula-
tory directions are deducted as applicable in arriving at Additional Tier | capital.

Tier 2 capital includes qualifying tier 2 capital instruments, revaluation gains, and general provisions etc. Invest-
ments in own shares, investments in the capital of banking and financial institutions and other adjustments as
per the regulatory directions are deducted as applicable in arriving at Tier 2 capital.

As per the Banking Act Direction No 01 of 2016 dated 29 December 2016 on Capital Requirements under
BASEL Ill which was effective from 1 July 2017 and the amendments thereto under Directions No. 11 of 2019
dated 20 December 2019, the minimum required capital ratios to be maintained by the Bank are as follows.

e Every licensed specialised bank shall maintain, at all times, the minimum capital ratios prescribed in the
table below and shall ensure compliance with Schedule | to the Banking Act Directions No 01 of 2016 on
Capital Requirements under Basel Il for licensed banks.

e Licensed specialised banks which are determined as Domestic Systemically Important Banks (D-SIBs) from
time to time shall maintain Higher Loss Absorbency (HLA) requirements as specified by the Monetary Board
in the form of Common Equity Tier 1(CET1), as given in the table below.

Companenis of Capital

As per the extraordinary regulatory measures implemented by the Central Bank of Sri Lanka in March 2020,
due to the COVID-19 pandemic situation Domestic Systemically Important Banks (D-SIBs) and non D-SIBs are
permitted to draw down their Capital Conservation Buffers by 100bps and 50bps out of the total of 250bps,
respectively.
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The Bank Capital Adequacy (Basel I1l) details as at 31 December are given below.
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46. Fair Value of Financial Instruments
46.1 Determining Fair Values

The Bank measures fair values using the following fair value hierarchy, which reflects the significance of the
inputs used in making the measurements.

Level 1 - Inputs that are quoted market prices (unadjusted) in active markets for identical instruments.

Level 2 - Inputs other than quoted prices included within Level 1 that are observable either directly (i.e. as pric-
es) or indirectly (i.e. derived from prices). This category includes instruments valued using: quoted market prices
in active markets for similar instruments; quoted prices for identical or similar instruments in markets that are
considered less than active; or other valuation techniques in which all significant inputs are directly or indirectly
observable fro market data.

Level 3 - Inputs that are unobservable. This category includes all instruments for which the valuation technique
includes inputs that are not observable and the unobservable inputs have a significant effect on the instrument’s
valuation. This category includes instruments that are valued based on quoted prices for similar instruments

for which significant unobservable adjustments or assumptions are required to reflect differences between the
instruments.

46.2 Valuation Models

Valuation techniques include net present value and discounted cash flow models, comparison with similar
instruments for which observable market prices exist. Assumptions and inputs used in valuation techniques
include risk-free and benchmark interest rates, credit spreads and other premiums used in estimating discount
rates, bond and equity prices, foreign currency exchange rates, equity and equity index prices and expected price
volatilities and correlations.

The objective of valuation techniques is to arrive at a fair value measurement that reflects the price that would
be received to sell the asset or paid to transfer the liability in an orderly transaction between market partici-
pants at the measurement date.

46.3 Valuation Framework

The Bank has an established control framework with respect to the measurement of fair values. This framework
includes an oversight by the Market Risk function, which is independent of front office management. Market
Risk has overall responsibility for independently verifying the results of trading and investment operations and
all significant fair value measurements. Specific controls include:
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Verification of observable pricing;

Re-performance of model valuations;

A review and approval process for new models and changes to models involving both product control and group
market risk;

Quarterly calibration and back-testing of models against observed market transactions;

Analysis and investigation of significant daily valuation movements; and

Review of significant unobservable inputs, valuation adjustments and significant changes to the fair value meas-
urement of level 3 instruments compared with the previous period.

When third party information, such as broker quotes or pricing services, is used to measure fair value, market risk
assesses and documents the evidence obtained from the third parties to support the conclusion that such valuations
meet the requirements of SLFRSs/ LKASs. This includes:

e Verifying that the broker or pricing service is approved by the Bank for use in pricing the relevant type of Financial
Instrument;

e Understanding how the fair value has been arrived at, the extent to which it represents actual market transactions
and whether it represents a quoted price in an active market for an identical instrument;

e  When prices for similar instruments are used to measure fair value, how these prices have been adjusted to reflect
the characteristics of the instrument subject to measurement; and

e If anumber of quotes for the same financial instrument have been obtained, then how fair value has been detem-
ined using those quotes.

46.4 Financial Instruments Measured at Fair Value - Fair Value Hierarchy

The following table analyses financial instruments measured at fair value at the reporting date, by the level in
the fair value hierarchy into which the fair value measurement is categorised. The amounts are based on the val-
ues recognised in the Statement of Financial Position. The fair values include any deferred differences between
the transaction price and the fair value on initial recognition when the fair value is based on a valuation
technique that uses unobservable inputs.
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46.5 Trading assets and other assets measured at fair value
Financial assets measured at fair value are quoted equities and unquoted equities. For quoted equities, the Bank
uses quoted market price in active markets as at the reporting date. Unquoted equities are measured at cost
because the fair value cannot be measured reliably

46.6 Financial Instruments not measured at fair value
The following table sets out the fair values of financial instruments not measured at fair value and analyses them
by the level in the fair value hierarchy into which each fair value measurement is categorised.
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46.7 Basis of measurement for the fair value of financial assets and liabili-
ties not carried at fair value

Assets for which fair value approximates carrying value

For financial assets and financial liabilities that have a short-term maturity (less than one year) it is assumed that
the carrying amounts approximate their fair value. This assumption is also applied to savings accounts without a
specific maturity.

Loans and Receivables to customers

More than 36% of the total portfolio of loans and advances to customers have a remaining contractual maturity
of less than one year. Therefore fair value of short term loans and advances to customers approximates to their
carrying value as at the reporting date.

The fair value of fixed rate financial assets and liabilities carried at amortized cost are estimated by comparing
market interest rates when they were first recognized with current market rates for similar financial instru-
ments. The estimated fair value of fixed interest-bearing deposits is based on discounted cash flows using pre-
vailing money-market interest rates for debts with similar credit risk and maturity. For quoted debt issued the
fair values are determined based on quoted market prices. For those notes issued where quoted market prices
are not available, a discounted cash flow model is used based on a current interest rate yield curve appropriate
for the remaining term to maturity and credit spreads. For other variable rate instruments, an adjustment is also
made to reflect the change in required credit spread since the instrument was first recognized.

Due to Customers

Around 68% of the customer deposits are either repayable on demand or have a remaining contractual maturity
of less than one year. Customer deposits with a contractual maturity of more than one year are subject to pre
mature upliftment. Amounts paid to customers in the event of pre mature upliftment would not be materially
different to its carrying value as at date. Therefore fair value of customer deposits approximates to their carry-
ing value as at the reporting date.

The fair value of financial investment held to maturity is estimated by comparing market interest rates when
they were first recognized with current market rates for similar financial instruments.
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INVESTOR INFORMATION
Significant Ratios

Maf Agssts Value Per Share (s, ) 043 73,24

Lhad b0 Equity (| B.93% 120

Inerest Cover (Times) 193 253

Share Information

Sharghalders Currant Year

122022
Mo of Ordinary
Shares Holding as %

Ferieal Trizasiiny &0 941,973 1% A TERO2T B %
Bark of Ceylon 16,448,448 b
Pepdes Hank 16,448,448 b 16 448, 445 3%
Mational Savings Bank 16,452,126 Fe

991,290,995 Sas W07 048
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GEOGRAPHICAL DISTRIBUTION OF BRANCHES

North Western
Province

Provinces of Sri Lanka

1. North Western Province
2. Sabaragamuwa Province
3. Southern Province

4. Eastern Province

5. Central Province

6. Western Province

7. Uva Province

8. North Central Province
9. Northern Province

Districts of Sri Lanka

1. Kurunegala District

2. Puttalam District

3. Kegalle District

4. Ratnapura District

5. Galle District

6. Hambantota District
7.Matara District

8. Ampara District

9. Batticaloa District

10. Trincomalee District
11. Kandy District

12. Matale District

13. Nuwara Eliya District
14. Gampaha District
15. Kalutara District

16. Colombo District
17.Badulla District

18. Monaragala District
19. Anuradhapura District
20. Kilinochchi District
21. Jaffna District

22. Mulativu District

23. Mannar District

24. Vavuniya District

25. Polonnaruwa District

Regional Development Bank
Annual Report 2022

Admin
District
Office

Kurunegala
Kurunegala
Kurunegala
Kurunegala
Kurunegala
Kurunegala
Kurunegala
Kurunegala
Kurunegala
Kurunegala
Kurunegala
Kurunegala
Kurunegala
Kurunegala
Kurunegala
Kurunegala
Kurunegala
Kurunegala
Kurunegala
Kurunegala
Puttalam
Puttalam
Puttalam
Puttalam
Puttalam
Puttalam
Puttalam
Puttalam
Puttalam
Puttalam
Puttalam
Puttalam
Puttalam
Puttalam
Puttalam
Puttalam

Branch
Name

Alawwa
Ambanpola
Athugalpura
Galgamuwa
Giriulla
Ibbagamuwa
Kuliyapitiya
Kurunegala
Maho
Mawathagama
Melsiripura
Narammala
Nikaweratiya
Panduwasnuwara
Paragahadeniya
Perakumpura
Polpithigama
Pothuhera
Rideegama
Wariyapola
Anamaduwa
Bowatta
Chilaw
Dummalasuriya
Kalpitiya
Kirimatiyana
Mahawewa
Mampuri
Mundel
Nattandiya
Nawagaththegama
Palakuda
Pannala
Puttalam

Santa Anapura
Wennappuwa

Sabaragamuwa
Province

Admin
District
Office

Kegalle
Kegalle
Kegalle
Kegalle
Kegalle
Kegalle
Kegalle
Kegalle
Kegalle
Kegalle
Kegalle
Kegalle
Kegalle
Kegalle
Kegalle
Kegalle
Rathnapura
Rathnapura
Rathnapura
Rathnapura
Rathnapura
Rathnapura
Rathnapura
Rathnapura
Rathnapura
Rathnapura
Rathnapura
Rathnapura
Rathnapura
Rathnapura
Rathnapura
Rathnapura
Rathnapura
Rathnapura

Branch
Name

Aranayake
Bulathkohupitiya
Dehiowita
Deraniyagala
Dewalegama
Hemmathagama
Kegalle
Kitulgala
Kotiyakumbura
Mawanella
Nelumdeniya
Pitagaldeniya
Rambukkana
Ruwanwella
Warakapola
Yatiyanthota
Balangoda
Eheliyagoda
Embilipitiya
Erathna
Godakawela
Kahawatta
Kalawana
Kiriella
Kolonna
Kuruvita
Nivithigala
Pelmadulla
Pothupitiya
Pulungupitiya
Rakwana
Rathnapura

Sri Palabaddala
Weligepola
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GEOGRAPHICAL DISTRIBUTION OF BRANCHES

Southern Province

Admin
District
Office

Galle

Galle

Galle

Galle

Galle

Galle

Galle

Galle

Galle

Galle

Galle

Galle

Galle

Galle

Galle

Galle

Galle

Galle

Galle
Hambantota
Hambantota
Hambantota
Hambantota
Hambantota
Hambantota
Hambantota
Hambantota
Hambantota
Hambantota
Hambantota
Hambantota
Hambantota
Hambantota
Hambantota
Matara
Matara
Matara
Matara
Matara
Matara
Matara
Matara
Matara

Branch
Name

Ahangama
Akmeemana
Baddegama
Balapitiya
Batapola

Elpitiya

Galle
Gonagalapura
Hikkaduwa
Imaduwa
Kaluwella
Karandeniya
Karapitiya
Neluwa

Pitigala
Thalgaswala
Udugama
Uragasmanhandiya
Yakkalamulla
Agunakolapelessa
Ambalantota
Barawakumbuka
Beliatta
Hambantota
Katuwana
Lunugamvehera
Middeniya
Ranna
Sooriyawewa
Tangalle
Thissamaharama
Walasmulla
Warapitiya
Weeraketiya
Akuressa
Deiyandara
Deniyaya
Devinuwara
Dikwella
Gandara
Hakmana
Kamburugamuwa
Kamburupitiya
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Southern Province

Admin
District
Office

Matara
Matara
Matara
Matara
Matara
Matara
Matara
Matara
Matara
Matara
Matara

Branch
Name

Kekanadura
Kirinda
Matara City
Mawarala
Mirissa
Morawaka
Pamburana
Pitabeddara
Thihagoda
Urubokka
Weligama

Eastern Province

Admin
District
Office

Ampara
Ampara
Ampara
Ampara
Ampara
Ampara
Ampara
Ampara
Ampara
Ampara
Batticaloa
Batticaloa
Batticaloa
Batticaloa
Batticaloa
Batticaloa
Batticaloa
Batticaloa
Batticaloa
Batticaloa
Batticaloa

Branch
Name

Akkaraipatthu
Ampara

Damana
Dehiatthakandiya
Kalmunai
Mahaoya
Nintavur
Pothuwil
Sammanthurai
Uhana
Batticaloa
Batticaloa 2nd City
Chenkalady
Eravur
Kaluwanchikudy
Kattankudy
Kokkaddicholai
Valachchenai
Kanthale
Muththur
Trincomalee

Central Province

Admin
District
Office

Kandy
Kandy
Kandy
Kandy
Kandy
Kandy
Kandy
Kandy
Kandy
Kandy
Kandy
Kandy
Kandy
Kandy
Kandy
Kandy
Kandy
Kandy
Kandy
Matale
Matale
Matale
Matale
Matale
Matale
Matale
Nuwara Eliya
Nuwara Eliya
Nuwara Eliya
Nuwara Eliya
Nuwara Eliya
Nuwaraeliya
Nuwara Eliya
Nuwara Eliya

Branch
Name

Danture
Daulagala
Gampola
Hataraliyadda
Hedeniya
Kandy

Kandy 2nd City
Katugastota
Manikhinna
Marassana
Morayaya
Nawalapitiya
Peradeniya
Pujapitiya
Senkadagala
Teldeniya
Udawela
Ududumbara
Wattegama
Dambulla
Galewela
Laggala
Matale

Naula
Raththota
Wilgamuwa
Agarapathana
Ginigathhena
Hanguranketha
Kotagala
Nildandahinna
Nuwara Eliya
Pundaluoya
Rikillagaskada
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GEOGRAPHICAL DISTRIBUTION OF BRANCHES
North Central &

Western Province

Admin
District
Office

Gampaha
Gampaha
Gampaha
Gampaha
Gampaha
Gampaha
Gampaha
Gampaha
Gampaha
Gampaha
Gampaha
Gampaha
Gampaha
Gampaha
Gampaha
Gampaha
Gampaha
Kalutara
Kalutara
Kalutara
Kalutara
Kalutara
Kalutara
Kalutara
Kalutara
Kalutara
Kalutara
Kalutara
Kalutara
Kalutara
Kalutara
Kalutara
Kalutara
Kalutara
Kalutara

Branch
Name

Awissawella
Homagama
Kolonnawa
Nugegoda
Piliyandala
Divulapitiya
Gampaha
JaEla

Kelaniya
Kirindiwela
Mawaramandiya
Minuwangoda
Mirigama
Miriswatte
Negombo
Nittambuwa
Ragama
Bulathsinhala
Walagedara
Agalawatta
Millaniya
Gonapola
Moronthuduwa
Beruwala
Panadura
Horana
Warakagoda
Ingiriya
Dodangoda
Meegahatenna
Baduraliya
Kalutara
Moragahahena
Mathugama
Wadduwa
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Uva Province

Admin
District
Office

Badulla
Badulla
Badulla
Badulla
Badulla
Badulla
Badulla
Badulla
Badulla
Badulla
Badulla
Badulla
Badulla
Badulla
Badulla
Badulla
Monaragala
Monaragala
Monaragala
Monaragala
Monaragala
Monaragala
Monaragala
Monaragala
Monaragala
Monaragala

Branch
Name

Badulla
Bandarawela
Bogahakumbura
Diyathalawa
Girandurukotte
Haldummulla
Haputhale
Kandeketiya
Lunugala
Mahiyangana
Meegahakiwula
Passara
Rideemaliyadda
Maligathenna
Uva Paranagama
Welimada
Badalkumbura
Bibile

Buttala

Madulla
Medagama
Monaragala
Sevanagala
Siyambalanduwa
Thanamalvila
Wellawaya

Northern Province

Admin
District
Office

Anuradhapura
Anuradhapura
Anuradhapura
Anuradhapura
Anuradhapura
Anuradhapura
Anuradhapura
Anuradhapura
Anuradhapura

Anuradhapura
Anuradhapura
Anuradhapura
Anuradhapura

Anuradhapura
Anuradhapura
Kilinochchi
Kilinochchi
Kilinochchi
Kilinochchi
Kilinochchi
Kilinochchi
Polonnaruwa
Polonnaruwa
Polonnaruwa
Polonnaruwa
Polonnaruwa
Polonnaruwa
Polonnaruwa
Polonnaruwa
Polonnaruwa
Polonnaruwa
Polonnaruwa

Branch
Name

Anuradhapura
Galenbidunuwewa
Galnewa
Gonapathirawa
Kahatagasdigiliya
Kekirawa
Madawachchiya
Mihinthale

New Town -
Anuradhapura
Rambewa
Thalawa
Thambuththegama
Thambuththegama
City

Thirappane
Bogaswewa
Chunnakam

Jaffna

Kilinochchi
Mannar

Vavuniya
Kanakarayankulam
Aralaganwila
Bakamoona
Galamuna
Hingurakgoda
Kaduruwela
Manampitiya
Medirigiriya
Polonnaruwa
Pulasthigama
Sewanapitiya
Siripura
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CORPORATE INFORMATION

Registered Name of the Bank

Pradeshiya Sanwardhana Bank

Legal Status
A licensed specialized Bank established under
Pradeshiya Sanwardhana Bank Act No. 41 of 2008

Credit Rating
“BBB+” Negative ICRA Lanka Limited

Board of Directors

Independant Non-Executive Directors
Mr. M. Mahinda Saliya - Chairman

Mr. Lalith Abeysiriwardhana

Mr. W.M. Karunaratne

Professor HMW. Ariyarathna Herath

Dr. Nirmal De Silva

Mrs. Hiranthi Karunaratne

Non- Independant Non-Executive

Directors

Mr. K. Raveendran

Mr. G. A Jayashantha
Mr.M.S.S.S. Fernando
Ms. V.K. Narangoda

Mr. W. A. Sarath Kumara

General Manager/ CEO

Mr. Sumeda Edirisuriya
(Covering up of Duties)

Secretary to the Board of
Directors
Mrs. R.M.T. Rajapakse

Number of Branches
272

Head Office

NO. 933, Kandy Road, Wedamulla, Kelaniya
Tel : + 94112035454/+94112035455-9
Fax: +94112035467

E mail: info@rdb.lk

Website: www.rdb.lk

Tax Payer Identification Number (TIN) : 409272339

VAT Reg No: 409272339- 7000

Auditors

Auditor General
National Audit Office
No. 306/72, Polduwa Road, Battaramulla.

Provincial Offices

North Central Provincial Office
No. 65D, 4th Lane, Abaya Place, Anuradhapura.

Uva Provincial Office
No. 1/315, Passara Road, Badulla.

Sabaragamuwa Provincial Office
No. 510, Colombo Road, Weralupa, Rathnapura.

Southern Provincial Office
No. 28B, Esplanade Road, Uyanwatta, Matara.

Central Provincial Office
No. 16, Dharmashoka Mawatha, Kandy.

Western Provincial Office
No. 36, Kandy Road, Miriswatta, Mudungoda.

North Western Provincial Office
No. 155, Negombo Road, Kurunegala.

Eastern Provincial Office
No. 51A, New Kalmunai Road, Kallady, Batticaloa..
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