Siyapatha Finance PLC

PUBLICATION OF FINANCIAL STATEMENTS AS PER SECTION 29(2) OF THE FINANCE BUSINESS ACT NO.42 OF 2011

INCOME STATEMEN

EMENT OF COMPREHENSIVE INCOME

q . 2023 2022
Year ended 31 December (Audited) sto,ggo sto,ggo Year ended 31 December (Audited) Rs.'000 Rs.'000
Interest income 10,130,371 8,269,789 Profit for the year 710,202 754,969
Less: Interest expenses (7,009,764) (5,788,151) Other comprehensive income! (expenses)
Net interest income 3,120,607 2,481,638 Lo . ]
Other comprehensive income not to be reclassified to profit or loss:
L Actuarial gain/(loss) on defined benefit plan 4,733 10,374
Fee and commission .|nc.ome 331,729 313,898 Deferred tax effect including the effect of tax rate change on the opening balance (1,420) (1,989)
Less: Fee and commission expenses (3,981) (3,713) 3313 8385
Net fee and commission income 327,748 310,185
Surplus from revaluation of property, plant & equipment - 56,600
Other operating income 600,661 715,359 Deferred tax effect including the effect of tax rate change on the opening balance - (26,809)
- 29,791
Total operating income 4,049,016 3,507,182 Other comprehensive income for the year, net of tax 3,313 38,176
Less: Credit loss expense on financial assets and other losses (80,869) (131,671) Total comprehensive income for the year, net of tax 713515 793,145
Attributable to :
Net operating income 3,968,147 3.375.511 Equity holders of the parent company 713,515 793,145
713,515 793,145
Less: Operating expenses
Personnel expenses (1,368,823) | (1,192,451) STATEMENT OF FINANCIAL POSITION
Other operating expenses (922,017) (718,515)
. 2023 2022
Operating profit before taxes on financial services 1,677,307 1,464,545 As at 31\December{Audited) Rs.'000 Rs.'000
Less: Taxes on financial services (478,089) (400,808) Assets
Cash and bank balances 285,352 221,187
Profit before income tax 1199218 1063.737 Securlyes purghased under repurchase agreements 250,123 -
Factoring receivables 95,969 112,793
Less: Income tax expense (489,016) (308,768) Gold loan receivables 7,930,227 8,666,076
Profit for the year 710,202 754,969 Assets held for sale 114,043 -
Loan receivables 1,343,011 993,460
. . L ivabl 26,640,517 24,862,538
Basic/Diluted earnings per share (Rs.) 7.08 7.52 H?;SSUF:;Z:\S’: r::eiv ables i 1947
Dividend per share (Rs.) 2.33 3.57 Other assets 735,058 624,838
Equity instruments at fair value through other comprehensive income 56 56
Debt instruments at amortized cost 5,799,840 5,461,866
Property, plant & equipment 2,465,349 2,537,582
Right-of-use assets 380,579 371,844
Deferred tax assets 184,308 225,785
SELECTED KEY PERFORMANCE INDICATORS Intangible assets 16,068 15,201
Total Assets 46,240,500 44,094,563
31-Dec-2023 31-Dec-2022
: - Liabilities
Item R d Actual R d Actual
i S o Bank overdraft 135,930 826,180
Regulatory Capital Adequacy (%) Due to other customers 23,565,911 19,342,046
Tier 1 Capital Adequacy Ratio 8.50% 17.06% 8.50% 16.11% Debt issued and other borrowed funds 13,148,267 15,585,788
Total Capital Adequacy Ratio 1250% | 2047%| 12.50% | 20.95% gther Fﬁya?‘e;l,t, 12;;38? 132‘2‘?;}(2)
Capital Funds to Deposit Liabilities Ratio 10.00% | 4274%| 10.00% | 49.45% R:{E;\;’; t')zn';ﬁ'fzb”gations 137 957 116852
Quality of Loan Portfolio (%) Total Liabilities 38,993,770 37,527,388
Gross Stage 3 Loans Ratio 19.42% 25.89% Equity
Net Stage 3 Loans Ratio 12.25% 17.68% Stated Capital 2.866.876 2.674.439
Net Stage 3 Loans to Core Capital Ratio 71.79% 108.64% Statutory reserve fund 314,000 278,000
Stage 3 Impairment Coverage Ratio 36.92% 31.70% Revaluation reserve 154,295 154,295
Total Impairment Coverage Ratio 9.50% 10.85% Retained eamings 3,911,559 3,460,441
Total Equity 7,246,730 6,567,175
Profitability(%) Total Liabilities and Equity 46,240,500 44,094,563
Net Interest Margin 6.75% 5.63% Net asset value per share (Rs.) 72.23 67.59
Return on Assets 3.63% 3.32% Commitments and contingencies 30,643 15,187
Return on Equity 9.80% 11.50%
Cost to Income Ratio 56.58% 54.49% We certify that these Financial Statements are presented in compliance with the requirements of the Companies Act No.7 of 2007.
Liquidity (%) (Sqd) (Sqd)
Available Liquid Assets to Required Liquid Assets (Minimum 100%) 238.36% 241.12% Managing Director Chief Financial Officer
Liquid Assets to External Funds 16.75% 15.52%
The Board of Directors is responsible for these Financial Statements. Approved and signed for and on behalf of the Board by,
Memorandum Information
Number of Branches 48 43 é)sr?adiZman I(DSiSedc)tor
External Credit Rating (Fitch Ratings) BBB+(ka)/stable A(lka)RWN
13 February 2024
Colombo

The Company has not had any regulatory penalties or regulatory restrictions on deposits, borrowings and lending during 2023 &

2022.
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INDEPENDENTAUDITOR'S REPORT
TO THE SHAREHOLDERS OF SIYAPATHAFINANCE PLC

Report on the audit of the financial statements

Opinion

We have audited the financial statements of Siyapatha Finance PLC
(“the Company”), which comprise the statement of financial position as
at 31 December 2023, income statement, the statement of
comprehensive income, statement of changes in equity and statement
of cash flows for the year then ended, and notes to the financial
statements, including material accounting policy information.

In our opinion, the accompanying financial statements gives a true and
fair view of the financial position of the Company as at 31 December
2023, and of its financial performance and its cash flows for the year
then ended in accordance with Sri Lanka Accounting Standards.

Basis for opinion

We conducted our audit in accordance with Sri Lanka Auditing
Standards (SLAuSs). Our responsibilities under those standards are
further described in the Auditor's responsibilities for the audit of the
financial statements section of our report. We are independent of the
Company in accordance with the Code of Ethics for Professional
Accountants issued by CA Sri Lanka (Code of Ethics) and we have
fulfilled our other ethical responsibilities in accordance with the Code of
Ethics. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Key audit matters

Key audit matters are those matters that, in our professional judgment,
were of most significance in the audit of the financial statements of the
current period. These matters were addressed in the context of the
audit of the financial statements as a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on these matters.
For each matter below, our description of how our audit addressed the
matteris provided in that context.

We have fulfilled the responsibilities described in the Auditor's
responsibilities for the audit of the financial statements section of our
report, including in relation to these matters. Accordingly, our audit
included the performance of procedures designed to respond to our
assessment of the risks of material misstatement of the financial
statements. The results of our audit procedures, including the
procedures performed to address the matters below, provide the basis
for our audit opinion on the accompanying financial statements.

Key audit matter

How our audit addressed the key audit matter

Impairment for Expected Credit Losses of Financial
Assets measured atamortised cost

Impairment for expected credit losses of financial assets
measured at amortised cost as stated in Note 40.4.1 is
determined by management in accordance with the
accounting policies described in Note 3.1.8

This was a key audit matter due to

+ The involvement of significant management judgements,
assumptions and level of estimation uncertainty
associated in estimating management expectation of
future cash flows to recover such financial assets; and

+ The materiality of the reported amount of impairment of
expected credit losses and use of complex calculations in
its determination.

Key areas of significant judgements, assumptions and
estimates used by management in the assessment of the
impairment for expected credit losses for financial assets
measured at amortised cost included: assumed future
occurrence of events and conditions relating to the ongoing
foreign currency debt restructuring exercise, forward-looking
macroeconomic scenarios and their associated weightages,
which are subject to inherently heightened levels of estimation
uncertainty.

In addressing the adequacy of the provision for Impairment for expected credit losses on Financial
Assets measured at amortised cost, our audit procedures included the following key procedures,

+ Assessed the alignment of the Company's Impairment for expected credit losses computations
and underlying methodology including responses to current economic conditions with its
accounting policies, based on the best available information up to the date of our report.

+ Evaluated the design, implementation and operating effectiveness of controls over estimation of
expected credit losses, which included assessing the level of oversight, review and approval of
allowances for expected credit losses, policies and procedures by the Board and management.

+  Checked the completeness, accuracy and reasonableness of the underlying data used in the
expected credit loss computations by agreeing details to relevant source documents and
accounting records of the Company.

+  Evaluated the reasonableness of credit quality assessments and related stage classifications.
Inaddition to the above, the following procedures were performed:

Hivid

= Forloansandad donani | basis forimpairment:
+ Checked the arithmetical accuracy of the underlying individual impairment calculations.

+  Evaluated the reasonableness of key inputs used in the allowance for expected credit losses
made with particular focus on current economic volatility. Such evaluations were carried out
considering the value and timing of cash flow forecasts particularly relating to elevated risk
industries and status of recovery actions of the collaterals.

= Forfinancial assets assessed on a collective basis forimpairment:

+  Testedthe key inputs and the calculations used in the allowance for expected credit losses.

+ Assessed the reasonableness of judgements, assumptions and estimates used by the
Management in the underlying methodology and the management overlays. Our testing
included evaluating the reasonableness of forward-looking information used, economic
scenarios considered, and probability weighting assigned to each of those scenarios.

= Assessed the adequacy of the related financial statement disclosures set outin notes 40.4.1

Information Technology (IT) systems controls over
financial reporting

Company's financial reporting process is significantly reliant
on multiple IT systems with automated processes and internal
controls. Further, key financial statement disclosures are
prepared using data and reports generated by T systems, that
are compiled and formulated with the use of spreadsheets.

Accordingly, IT systems related internal controls over
financial reporting was considered a key audit matter.

Our audit procedures included the following key procedures:

= Obtained an understanding of the internal control environment of the processes and test checked
relevant controls relating to financial reporting and related disclosures.

® Involved ourinternal specialized resources and;

« |dentified, evaluated and tested the design and operating effectiveness of IT systems related
internal controls, including those related to user access and change management, and

* Obtained a high-level understanding of the cybersecurity risks affecting the company and the
actions taken to address these risks primarily through inquiry.

= Tested source data of the reports used to generate disclosures for accuracy and completeness,
including review of the general ledger reconciliations.

Siyapatha Tower, 111, Dudley Senanayake Mawatha, Colombo 08.
T.P. : 0117 605 605 Fax: 0117 605 606 Email: info@siyapatha.lk

Company Registration No. PB 917 PQ
Incorporated date : 3rd March 2005

Fitch rating: BBB+(lka)/stable

Other information included in the 2023 Annual Report

Other information consists of the information included in The Company's
2023 Annual Report other than the financial statements and our auditor's
report thereon. Management is responsible for the other information. The
Company's 2023 Annual Report is expected to be made available to us
afterthe date of this auditor's report.

Our opinion on the financial statements does not cover the other
information and we will not express any form of assurance conclusion
thereon. In connection with our audit of the financial statements, our
responsibility is to read the other information identified above when it
becomes available and, in doing so, consider whether the other
information is materially inconsistent with the financial statements or our
knowledge obtained in the audit or otherwise appears to be materially
misstated.

R ibilities of

for the financial statements
Managementis 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.

and those charged with governance

In preparing the financial statements, management is responsible for
assessing the Company'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 Company or to cease operations, or has no realistic
alternative butto do so.

Those charged with governance are responsible for overseeing the
Company's financial reporting process.

Auditor's responsibilities for the audit of the financial statements

Our objectives are 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
our opinion. Reasonable assurance is a high level of assurance, but is not
a guarantee that an audit conducted in accordance with SLAuSs 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
aggregate, 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 SLAuSSs, we exercise professional
judgment and maintain professional skepticism throughout the audit. We
also:

e identify and assess the risks of material misstatement 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 our 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.

Licensed by the Monetary Board of the Central Bank of Sri Lanka, in terms of Finance Business Act No.42 of 2011.

e  Obtain an understanding of internal control relevant to the audit
in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion
onthe effectiveness of the Company's internal controls.

e Evaluate the appropriateness of accounting policies used and
the reasonableness of accounting estimates and related
disclosures made by management.

e Conclude on the appropriateness of management's use of the
going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists related
to events or conditions that may cast significant doubt on the
Company's ability to continue as a going concern. If we conclude
that a material uncertainty exists, we are required to draw
attention in our auditor's report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor's report.
However, future events or conditions may cause the Company
to cease to continue as agoing 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
eventsinamannerthat achieves fair presentation.

We communicate with those charged with governance regarding, among
other matters, the planned scope and timing of the audit and significant
audit findings, including any significant deficiencies in internal control that
we identify during our audit.

We also provide those charged with governance with a statement that we
have complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and
where applicable, actions taken to eliminate threats or safeguards applied.

From the matters communicated with those charged with governance, we
determine those matters that were of most significance in the audit of the
financial statements of the current period and are therefore the key audit
matters. We describe these matters in our auditor's report unless law or
regulation precludes public disclosure about the matter or when, in
extremely rare circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences of doing
sowould reasonably be expected to outweigh the public interest benefits of
such communication.

Reporton Other Legal and Regulatory Requirements

As required by section 163 (2) of the Companies Act No. 07 of 2007, we
have obtained all the information and explanations that were required for
the audit and as far as appears from our examination, proper accounting
records have been keptby the Company.

CA Sri Lanka membership number of the engagement partner responsible
for signing this independent auditor's reportis 2199.

)

14 February 2024
Colombo
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Explanations/Glossary

Capital Adequacy ratios

Indicates the ability of the financial institution to absorb losses
without affecting depositors and creditors. This ratio is
computed by dividing capital by risk weighted assets as
specified by the Direction, and high ratio indicates better loss
absorption capacity.

Stage 3 Impairment Coverage
Ratio

Indicates the level of loss allowance for stage 3 loans and
advances.

Total Impairment Coverage
Ratio

Indicates the level of total loss allowance for total loans and
advances.

Net Interest Margin

Indicates profitability of the core business operation of the
financial institution. i.e. granting loans and advances and
accepting deposits.

Cost to income ratio

Represents operating expense, excluding impairment charges
on loans and advances as a percentage of net revenue (net
interest income and other income). Lower ratio will resultant in
higher profitability.

Liquid Assets

A liquid asset is an asset that can easily be converted into cash.

Cap Maximum limit imposed by the CBSL.

Downsizing Gradual reduction of the business operation imposed by the
CBSL.

Freezing An order of CBSL that is in place preventing further
transactions of the Company.

Tier 1 Capital Represents permanent shareholder equity and reserves.

Total Capital Represents Tier 1 and supplementary capital including
instruments with characteristics of equity and debt, revaluation
gains, impairment allowances.

Risk Weighted Assets Sum of on-balance sheet risk weighted assets and the total

credit equivalent of risk weighted off-balance sheet assets.

Tier 1 Capital ratio

Tier 1 capital as a percentage of risk weighted assets.

Total Capital ratio

Total capital as a percentage of risk weighted assets.

Capital Funds

Paid up capital, permanent free reserves and any other
securities approved by the CBSL.

Non-Performing Loan

A loan in which the borrower has defaulted and hasn't made
scheduled payments of principal or and / interest as per the
stipulated guidelines issued by CBSL.

Net Interest Margin

Annualized net interest income (interest income less interest
expenses) as a percentage of total net assets (as at end of
period).

Return on Assets

Annualized profit before tax as a percentage of total net assets
(as at end of period).

Return on Equity

Annualized profit after tax as a percentage of total capital (as at
end of period).

External Funds

Includes only deposits and borrowings.




S6ESY NS SIES

2011 go» 42 Yz %5)0 s5NEMHE 29(2) DOHHGEO FRMED Yz SMHD BED) HB®

630D Ol ) Do

00D e®enE® Dne®

(1,368,823)
(922,017)

2023 2022
6esiBa 31 B 2D ad Bem (Bens He) ' . 2023 6cest@B 31 800 2022 62est@H 318200
62.000 62000 FB2® 2D®s 205 2055 205

eNB IO 10,130,371 8,269,789 50 FHEBD SNINBOm™NAG (%)

1 9 3006l BLD TRIHNDODDN FRENDE 8.50% 17.06% 8.50% 16.11%
&) 6@ Bwe® (7,009,764) (5,788,151) O DHBLD TNINBODD) FDENDE 1250% | 20.17% 12.50% |  20.95%

HOBEE PBAHEO B3 OO eRD@ 10.00% 42.74% 10.00% 49.45%
®30 638 PO 3,120,607 2,481,638 06 DEed QENBODMOG (%)

2@ 8800 3 M@ RN 19.42% 25.89%
S €3 EBES IO 331,729 313,898 @R afnd 3 HO FPNDG 12.25% 17.68%

®REW g8rd 3 MO YB® LIBDD FRBIDE 71.79% 108.64%
&8): ol ©» o8 Brec® (3,981) (3,713) FEB0 3 EID OO FRTIDD 36.92% 31.70%

O® &eIED PIDOB FRIDE 9.50% 10.85%
@30 8y 59 61nBS PHEd 327,748 310,185 @859 (%)

RED NP NBB 6.75% 5.63%
0O @e@E® HeIE® 600,661 715,359 0300 v g 3.63% 3.32%

S02® @ gSe®» 9.80% 11.50%
R ) 4,049,016 3,507,182 OIE® O 8Os e 56.58% 54.49%

0BG (%)
G8): Qs OO0 @D HE IBVOHE BB FeDRT FERID (80,869) (131,671) ?e%%@@%?g%ﬁ?@@)@@o cOBe 0P Gl GRS 238.36% 241.12%

cOBe OFBOEO NSO ¢OBLE ¢#DNDE 16.75% 15.52%
®E0 6®enyEd® ¢esd® 3,968,147 3,375,511 MB® 6eN656T

&I ®BD 48 43
o8 60eud® Sed® B B0 eFHG (B edHon S6O) BBB#{lkal/Stabe A(lka)RwN

(1,192,451)

(718,515)

QEs 68D O dg DD 656 cPeHE® @HG

1,677,307

1,464,545

2023 39 2022 6¢t3c®RY 31 Consd ¢ds O Ededes By Sy ¢lmdus B85 Bwew ¢f), S
DoBEY B, BE@® MG ©SB BE@) ) B e 8 8@ SBOD @®R0 &E)ED SH) HTD.

QEs DI HIBE

2023 2022
8 Qs 6P @ B (478,089) (400,808) eeez8@B 31 £20 (Bosas me) 62000 62000
dg 66d0 656 @G 1,199,218 1,063,737 o508
e ©» Rron) 06s 285,352 221,187
. B Bc Bee® 489,016 308,768 y8Loss BOEE les e 6O BilBuss 250,123 -
48 PR BE Jad ( ) ( ) GBS G O CIDBDO 95,969 112,793
eRBE @ OB A3 7,930,227 8,666,076
960 s @B 710,202 754,969 DHMO0 @) S OFD 114,043 -
G G MG 1,343,011 993,460
caOsmd 95tB8: QRw/oum (6t.) 7.08 7.52 @R @ ©C Ve D 26,640,517 24,862,538
RE @ B BFTO - 1,247
G e RIDIMIC) 735,058 624,838
em0BO @eno® (Ge.) 2.33 3.57 003 TEBLHM PIEE RS N0 EHE0 BBV ¢8O 56 56
PODBE 8Os @les ME DO 5,799,840 5,461,866
eloE, B0uD o cBwmos 2,465,349 2,537,582
0B PN OB BB 380,579 371,844
3808 eI GI®E Se®8» e O5® 184,308 225,785
ope3eams OO 16,068 15,291
A OBW® 46,240,500 44,094,563
62e5c@Y 31 O3 § Obas sEcH) (Botmns ®E) 2023 2022 2088
6e.'000 6e.'000 oo B0 135,930 826,180
00D O®MECHDODS 60D e®IB @D 23,565,911 19,342,046
960 BEW @BVG 710,202 754,969 B3 DOD @ HEG 3D O MG FOYLS 13,148,267 15,585,788
e®IB @Y OB 1,577,908 1,304,342
6D DSBLE PIs®/ (Bese®) EB» B DO 427,797 352,180
B0 ySen RO 137,957 116,852
@»/(g@®) 9D »d» dBBWOIMG 6O DD 6N 20 065 38.993.770 37527.388
SSBOH esd 5858
FED PSDDE 2,866,876 2,674,439
D@ S teE® @ ME®HMD @D/ (FEI®) 4,733 10,374 OENSD B> FOBEE 314,000 278,000
OBOD 6BBE @ B BRIDn 09 Be®3 8t § ggg;ggge;@?f@@ 3 éﬁggg 3 4112322?
RES® grndd DD L RELE® (1,420) (1,989) 90 BI0® 7246730 6.567.175
3,313 8,385 A deBS 5w HI®HS 46,240,500 44,094,563
OO RED OFDE DI (Gt) 72.23 67.59
ecoe 80uD & DO GDIODMEES 7 FSODD - 56,600 Ge®mes OOSE © AED 30,643 15,187
POBDD 0BBE @ AL FPNDE e He® & §
REsS® grdd Seddd e RES® - (26,809) c@® YEs Z® 2007 go 07 €O SO BHed OGN R0 EYRE D9 VL0 s twSn Y.
. 29,791 (g} ®eg) (goess’ wmeg)
DEOMWDOL FAsBB™ s> Yes Hed
DBBG BEE) 6OND ISBO PO, Dg RED 3,313 38,176
000 YEB TG LCH) GLsDE ©FIEH DvBe® e, GdlsDs @FIDEE B» & eOPEeDS ¢#ROD DO FHIS DO
OBEs Bew O BB s, dg GID 713,515 793,145 G
A SSBO6H WO A 5 MO (553 med) (5523 wed)
@0 ©@10e® e0E BIS O 713515 793,145 eS8 F0stie
2024 esAOMND 13
713,515 793,145 enNEd

INDEPENDENT AUDITORS' REPORT

Key audit matter

How our audit addressed the key audit matter
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INDEPENDENTAUDITOR'S REPORT
TO THE SHAREHOLDERS OF SIYAPATHAFINANCE PLC

Report on the audit of the financial statements

Opinion

We have audited the financial statements of Siyapatha Finance PLC
(“the Company”), which comprise the statement of financial position as
at 31 December 2023, income statement, the statement of
comprehensive income, statement of changes in equity and statement
of cash flows for the year then ended, and notes to the financial
statements, including material accounting policy information.

In our opinion, the accompanying financial statements gives a true and
fair view of the financial position of the Company as at 31 December
2023, and of its financial performance and its cash flows for the year
then ended in accordance with Sri Lanka Accounting Standards.

Basis for opinion

We conducted our audit in accordance with Sri Lanka Auditing
Standards (SLAuSs). Our responsibilities under those standards are
further described in the Auditor's responsibilities for the audit of the
financial statements section of our report. We are independent of the
Company in accordance with the Code of Ethics for Professional
Accountants issued by CA Sri Lanka (Code of Ethics) and we have
fulfilled our other ethical responsibilities in accordance with the Code of
Ethics. We believe that the audit evidence we have obtained is
sufficientand appropriate to provide a basis for our opinion.

Impairment for Expected Credit Losses of Financial
Assets measured at amortised cost

Impairment for expected credit losses of financial assets
measured at amortised cost as stated in Note 40.4.1 is
determined by management in accordance with the
accounting policies described in Note 3.1.8

This was a key audit matter due to

« The involvement of significant management judgements,
assumptions and level of estimation uncertainty
associated in estimating management expectation of
future cash flows to recover such financial assets; and

+  The materiality of the reported amount of impairment of
expected credit losses and use of complex calculations in
its determination.

Key areas of significant judgements, assumptions and
estimates used by management in the assessment of the
impairment for expected credit losses for financial assets
measured at amortised cost included: assumed future
occurrence of events and conditions relating to the ongoing
foreign currency debt restructuring exercise, forward-looking
macroeconomic scenarios and their associated weightages,
which are subject to inherently heightened levels of estimation
uncertainty.

In addressing the adequacy of the provision for Impairment for expected credit losses on Financial
Assets measured atamortised cost, our audit procedures included the following key procedures,

+  Assessed the alignment of the Company's Impairment for expected credit losses computations
and underlying methodology including responses to current economic conditions with its
accounting policies, based on the best available information up to the date of our report.

+  Evaluated the design, implementation and operating effectiveness of controls over estimation of
expected credit losses, which included assessing the level of oversight, review and approval of
allowances for expected credit losses, policies and procedures by the Board and management.

+  Checked the completeness, accuracy and reasonableness of the underlying data used in the
expected credit loss computations by agreeing details to relevant source documents and
accounting records of the Company.

+  Evaluated the reasonableness of credit quality assessments and related stage classifications.
In addition to the above, the following procedures were performed:

= Forloans and advances assessed on an individual basis forimpairment:
+  Checked the arithmetical accuracy of the underlying individual impairment calculations.

+  Evaluated the reasonableness of key inputs used in the allowance for expected credit losses
made with particular focus on current economic volatility. Such evaluations were carried out
considering the value and timing of cash flow forecasts particularly relating to elevated risk
industries and status of recovery actions of the collaterals.

= Forfinancial assets assessed on a collective basis forimpairment:

+ Testedthe keyinputs and the calculations used in the allowance for expected creditlosses.

+ Assessed the reasonableness of judgements, assumptions and estimates used by the
Management in the underlying methodology and the management overlays. Our testing
included evaluating the reasonableness of forward-looking information used, economic
scenarios considered, and probability weighting assigned to each of those scenarios.

= Assessed the adequacy of the related financial statement disclosures set outin notes 40.4.1

Key audit matters

Key audit matters are those matters that, in our professional judgment,
were of most significance in the audit of the financial statements of the
current period. These matters were addressed in the context of the
audit of the financial statements as a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on these matters.
For each matter below, our description of how our audit addressed the
matteris provided in that context.

We have fulfilled the responsibilities described in the Auditor's
responsibilities for the audit of the financial statements section of our
report, including in relation to these matters. Accordingly, our audit
included the performance of procedures designed to respond to our
assessment of the risks of material misstatement of the financial
statements. The results of our audit procedures, including the
procedures performed to address the matters below, provide the basis
for our audit opinion on the accompanying financial statements.

Information Tect
financial reporting

logy (IT) syst trols over

Company's financial reporting process is significantly reliant
on multiple IT systems with automated processes and internal
controls. Further, key financial statement disclosures are
prepared using data and reports generated by IT systems, that
are compiled and formulated with the use of spreadsheets.

Accordingly, IT systems related internal controls over
financial reporting was considered a key audit matter.

Ouraudit procedures included the following key procedures:

= Obtained an understanding of the internal control environment of the processes and test checked
relevant controls relating to financial reporting and related disclosures.

= Involved ourinternal specialized resources and;

* Identified, evaluated and tested the design and operating effectiveness of IT systems related
internal controls, including those related to user access and change management, and

* Obtained a high-level understanding of the cybersecurity risks affecting the company and the
actions taken to address these risks primarily through inquiry.

= Tested source data of the reports used to generate disclosures for accuracy and completeness,
including review of the general ledger reconciliations.
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Other information included in the 2023 Annual Report

Other information consists of the information included in The Company's
2023 Annual Report other than the financial statements and our auditor's
report thereon. Management is responsible for the other information. The
Company's 2023 Annual Report is expected to be made available to us
after the date of this auditor's report.

Our opinion on the financial statements does not cover the other
information and we will not express any form of assurance conclusion
thereon. In connection with our audit of the financial statements, our
responsibility is to read the other information identified above when it
becomes available and, in doing so, consider whether the other
information is materially inconsistent with the financial statements or our
knowledge obtained in the audit or otherwise appears to be materially
misstated.

R ibilities of

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.

and those charged with governance

In preparing the financial statements, management is responsible for
assessing the Company'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 Company or to cease operations, or has no realistic
alternative butto doso.

Those charged with governance are responsible for overseeing the
Company's financial reporting process.

Auditor's responsibilities for the audit of the financial statements

Our objectives are 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
our opinion. Reasonable assurance is a high level of assurance, but is not
a guarantee that an audit conducted in accordance with SLAuSs will
always detect a material misstatement when it exists. Misstatements can
arise from fraud or error and are considered material if, individually orin the
aggregate, 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 SLAuSs, we exercise professional
judgment and maintain professional skepticism throughout the audit. We
also:

e identify and assess the risks of material misstatement 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 our 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 relevant to the audit
in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion
onthe effectiveness of the Company's internal controls.

e Evaluate the appropriateness of accounting policies used and
the reasonableness of accounting estimates and related
disclosures made by management.

e Conclude on the appropriateness of management's use of the
going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists related
to events or conditions that may cast significant doubt on the
Company's ability to continue as a going concern. If we conclude
that a material uncertainty exists, we are required to draw
attention in our auditor's report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor's report.
However, future events or conditions may cause the Company
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
eventsinamanner that achieves fair presentation.

We communicate with those charged with governance regarding, among
other matters, the planned scope and timing of the audit and significant
audit findings, including any significant deficiencies in internal control that
we identify during our audit.

We also provide those charged with governance with a statement that we
have complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and
where applicable, actions taken to eliminate threats or safeguards applied.

From the matters communicated with those charged with governance, we
determine those matters that were of most significance in the audit of the
financial statements of the current period and are therefore the key audit
matters. We describe these matters in our auditor's report unless law or
regulation precludes public disclosure about the matter or when, in
extremely rare circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences of doing
sowould reasonably be expected to outweigh the public interest benefits of
such communication.

Reporton Other Legal and Regulatory Requirements

As required by section 163 (2) of the Companies Act No. 07 of 2007, we
have obtained all the information and explanations that were required for
the audit and as far as appears from our examination, proper accounting
records have been kept by the Company.

CA Sri Lanka membership number of the engagement partner responsible
for signing this independent auditor's report is 2199.

14 February 2024
Colombo
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INDEPENDENT AUDITOR'S REPORT
TO THE SHAREHOLDERS OF SIYAPATHAFINANCE PLC

Report on the audit of the financial statements

Opinion

We have audited the financial statements of Siyapatha Finance PLC
(“the Company”), which comprise the statement of financial position as
at 31 December 2023, income statement, the statement of
comprehensive income, statement of changes in equity and statement
of cash flows for the year then ended, and notes to the financial
statements, including material accounting policy information.

In our opinion, the accompanying financial statements gives a true and
fair view of the financial position of the Company as at 31 December
2023, and of its financial performance and its cash flows for the year
then ended in accordance with Sri Lanka Accounting Standards.

Basis for opinion

We conducted our audit in accordance with Sri Lanka Auditing
Standards (SLAuSs). Our responsibilities under those standards are
further described in the Auditor's responsibilities for the audit of the
financial statements section of our report. We are independent of the
Company in accordance with the Code of Ethics for Professional
Accountants issued by CA Sri Lanka (Code of Ethics) and we have
fulfilled our other ethical responsibilities in accordance with the Code of
Ethics. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Key audit matters

Key audit matters are those matters that, in our professional judgment,
were of most significance in the audit of the financial statements of the
current period. These matters were addressed in the context of the
audit of the financial statements as a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on these matters.
For each matter below, our description of how our audit addressed the
matteris provided in that context.

We have fulfilled the responsibilities described in the Auditor's
responsibilities for the audit of the financial statements section of our
report, including in relation to these matters. Accordingly, our audit
included the performance of procedures designed to respond to our
assessment of the risks of material misstatement of the financial
statements. The results of our audit procedures, including the
procedures performed to address the matters below, provide the basis
for our audit opinion on the accompanying financial statements.

Key audit matter

How our audit addressed the key audit matter

Impairment for Expected Credit Losses of Financial
Assets measured atamortised cost

Impairment for expected credit losses of financial assets
measured at amortised cost as stated in Note 40.4.1 is
determined by management in accordance with the
accounting policies described in Note 3.1.8

This was a key audit matter due to

+ The involvement of significant management judgements,
assumptions and level of estimation uncertainty
associated in estimating management expectation of
future cash flows to recover such financial assets; and

+ The materiality of the reported amount of impairment of
expected credit losses and use of complex calculations in
its determination.

Key areas of significant judgements, assumptions and
estimates used by management in the assessment of the
impairment for expected credit losses for financial assets
measured at amortised cost included: assumed future
occurrence of events and conditions relating to the ongoing
foreign currency debt restructuring exercise, forward-looking
macroeconomic scenarios and their associated weightages,
which are subject to inherently heightened levels of estimation
uncertainty.

In addressing the adequacy of the provision for Impairment for expected credit losses on Financial
Assets measured atamortised cost, our audit procedures included the following key procedures,

+  Assessed the alignment of the Company's Impairment for expected credit losses computations
and underlying methodology including responses to current economic conditions with its
accounting policies, based on the best available information up to the date of our report.

+  Evaluated the design, implementation and operating effectiveness of controls over estimation of
expected credit losses, which included assessing the level of oversight, review and approval of
allowances for expected credit losses, policies and procedures by the Board and management.

+  Checked the completeness, accuracy and reasonableness of the underlying data used in the
expected credit loss computations by agreeing details to relevant source documents and
accounting records of the Company.

+  Evaluated the reasonableness of credit quality assessments and related stage classifications.
In addition to the above, the following procedures were performed:

= Forloans and advances assessed on an individual basis forimpairment:
+ Checked the arithmetical accuracy of the underlying individual impairment calculations.

+  Evaluated the reasonableness of key inputs used in the allowance for expected credit losses
made with particular focus on current economic volatility. Such evaluations were carried out
considering the value and timing of cash flow forecasts particularly relating to elevated risk
industries and status of recovery actions of the collaterals.

ial assets lona basis forimpairment:

+  Testedthe key inputs and the calculations used in the allowance for expected creditlosses.

+  Assessed the reasonableness of judgements, assumptions and estimates used by the
Management in the underlying methodology and the management overlays. Our testing
included evaluating the reasonableness of forward-looking information used, economic
scenarios considered, and probability weighting assigned to each of those scenarios.

= Assessed the adequacy of the related financial statement disclosures set outin notes 40.4.1

Information Technology (IT) systems controls over
financial reporting

Company's financial reporting process is significantly reliant
on multiple IT systems with automated processes and internal
controls. Further, key financial statement disclosures are
prepared using data and reports generated by IT systems, that
are compiled and formulated with the use of spreadsheets.

Accordingly, IT systems related internal controls over
financial reporting was considered a key audit matter.

Ouraudit procedures included the following key procedures:

= Obtained an understanding of the internal control environment of the processes and test checked
relevant controls relating to financial reporting and related disclosures.

® Involved ourinternal specialized resources and;

« |dentified, evaluated and tested the design and operating effectiveness of IT systems related
internal controls, including those related to user access and change management, and

« Obtained a high-level understanding of the cybersecurity risks affecting the company and the
actions taken to address these risks primarily through inquiry.

= Tested source data of the reports used to generate disclosures for accuracy and completeness,
including review of the general ledger reconciliations.
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Other information included in the 2023 Annual Report

Other information consists of the information included in The Company's
2023 Annual Report other than the financial statements and our auditor's
report thereon. Management is responsible for the other information. The
Company's 2023 Annual Report is expected to be made available to us
after the date of this auditor's report.

Our opinion on the financial statements does not cover the other
information and we will not express any form of assurance conclusion
thereon. In connection with our audit of the financial statements, our
responsibility is to read the other information identified above when it
becomes available and, in doing so, consider whether the other
information is materially inconsistent with the financial statements or our
knowledge obtained in the audit or otherwise appears to be materially
misstated.

Rest ibilities of |

for the financial statements
Managementis 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.

and those

ged with governance

In preparing the financial statements, management is responsible for
assessing the Company'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 Company or to cease operations, or has no realistic
alternative butto do so.

Those charged with governance are responsible for overseeing the
Company's financial reporting process.

Auditor's responsibilities for the audit of the financial statements

Our objectives are 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
our opinion. Reasonable assurance is a high level of assurance, but is not
a guarantee that an audit conducted in accordance with SLAuSs 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
aggregate, 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 SLAuSs, we exercise professional
judgment and maintain professional skepticism throughout the audit. We
also:

e identify and assess the risks of material misstatement 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 our 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.
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e  Obtain an understanding of internal control relevant to the audit
in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion
onthe effectiveness of the Company's internal controls.

e Evaluate the appropriateness of accounting policies used and
the reasonableness of accounting estimates and related
disclosures made by management.

e Conclude on the appropriateness of management's use of the
going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists related
to events or conditions that may cast significant doubt on the
Company's ability to continue as a going concern. If we conclude
that a material uncertainty exists, we are required to draw
attention in our auditor's report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor's report.
However, future events or conditions may cause the Company
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
eventsinamannerthat achieves fair presentation.

We communicate with those charged with governance regarding, among
other matters, the planned scope and timing of the audit and significant
audit findings, including any significant deficiencies in internal control that
we identify during our audit.

We also provide those charged with governance with a statement that we
have complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and
where applicable, actions taken to eliminate threats or safeguards applied.

From the matters communicated with those charged with governance, we
determine those matters that were of most significance in the audit of the
financial statements of the current period and are therefore the key audit
matters. We describe these matters in our auditor's report unless law or
regulation precludes public disclosure about the matter or when, in
extremely rare circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences of doing
sowould reasonably be expected to outweigh the public interest benefits of
such communication.

Reporton Other Legal and Regulatory Requirements

As required by section 163 (2) of the Companies Act No. 07 of 2007, we
have obtained all the information and explanations that were required for
the audit and as far as appears from our examination, proper accounting
records have been kept by the Company.

CA Sri Lanka membership number of the engagement partner responsible
for signing this independent auditor's reportis 2199.
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14 February 2024
Bcom Oatsie

Colombo
flwug Lleormeotsio
Siyapatha Finance

( Finance Company of Sampath Bank Group )
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