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Resilient
Resolve
Revive

Decades of service as one of the leading banks in the
country has built within us, solid reserves of resilience and
resolve in navigating many diverse situations and operating
climates, in service to our Nation and people. Now, the
need of the hour is to seek a sustainable economic revival
as well as satisfactory levels of social wellbeing for all. The
Bank of Ceylon has committed itself to this goal, bringing
to the table all the resilience and resolve necessary to work
tirelessly to seek its fruition.

The Bank has led from the front supporting vital
stakeholder enterprises particularly in the essential
services sector, whilst also looking beyond profit towards
strategies and initiatives that will help all stakeholders on
this journey. As we look ahead to the future the Bank is
committed more than ever, to continue to be a key partner
in the revival of Sri Lanka and its people.
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Vision, Mission
and Values

BANK OF CEYLON

B e

Bankers to the Nation

“Bankers to the Nation”

/\;'j\ VISION

To be the Nation's preferred bank with a strong global
presence providing customer centric innovative
financial solutions.

|
QY MisSION

To provide highly efficient, customer focused,
technologically sophisticated, resilient and innovative
financial services to the Nation with global access,
empowering employees and enhancing value to the
stakeholders.

*
4 s=»

N\y/ VALUES

In achieving our vision to be the Nation's preferred

bank with a strong global presence, providing customer
centric innovative financial solutions, we are committed
to upholding our five core values as follows,

Being customer-centric
Respecting all forms of diversity

Committing towards high level of ethics,
governance and professionalism

Focusing towards agility and innovation

Being accountable for all our actions

E.
[=].2
e DDDO @

E Scan the QR code with your smart
device or login to

https://www.boc.lk/
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About

This Report

In light of unprecedented
changes to the operating
environment in the lead up
to 2022 and during the year
under review; the Report
examines in detail the direct
and indirect impact of these
changes, to the Bank and
its stakeholders. This is
described in the expanded
Operating Context, on
pages 43 to 46, and
throughout key sections

of the Report such as the
Business Line Reviews and
the Stakeholder Outcomes.

3L

Bank of Ceylon's Annual
Report is made available
through a variety of
channels for ease of access,
while meeting the diverse
needs of our stakeholders.

These include a digital
Annual Report accessible
through our website, and a
concise video Annual Report
that provides a summary of
our performance in brief.

Presenting Bank of Ceylon'’s tenth
Integrated Annual Report, which
covers performance during the
year while setting out the Bank’s
future direction. The Report aims
to provide a balanced review

of the Company’s performance

by communicating material
information in a concise but
comprehensive manner. The Report
takes a stakeholder perspective
when describing the Bank’s
performance, with a focus on how
the Bank derives value from and
delivers value to its stakeholders.

Reporting Scope and Boundary

This Integrated Annual Report covers
the domestic and overseas operations
of Bank of Ceylon (also referred to as
“BoC” or “the Bank”) and its subsidiaries
(collectively referred to as “the Group”)
during the 12-month period from

1 January 2022 to 31 December 2022.

Key financial aspects represent
consolidated information, while
non-financial aspects are discussed in
context of the Bank, given its dominance
within the Group. The reporting boundary
remains unchanged from the previous
year and there were no significant
changes to the Group's size, structure, or
supply-chain other than the delisting of
Property Development PLC.

As per changes to the Board and the Chief
Executive Officer/General Manager before
the sign off date of this report, the Report
includes a message from the Bank's
newly appointed Chairman and General
Manager.

Integrity of Information

The Bank follows a combined

assurance model to ensure credibility
and integrity of external reporting. The
Audit Committee and Internal Audit
functions are responsible for ensuring
the effectiveness of the Group's financial
reporting processes and relevant internal
controls, while external assurance on the
Consolidated Financial Statements is
undertaken by the National Audit Office.
The Bank’s Corporate Management
team is accountable to the Board for
preparation of the Report. The Report
has been prepared with input from the
leadership team, cross-functional internal
information, and other relevant external
information.

Sustainability information published in
the Report has been externally assured
by Messrs. KPMG. There were no major
restatements of non-financial information
published in last year.

Precautionary Principle

The Bank’s approach to mainstreaming
sustainability in its core business
operations has foundational consideration
for the precautionary principle. The Bank's
efforts towards sustainable financing,
outlined on page 107, detailed actions
were taken not only to mitigate potential
negative impacts of operations, but also
to proactively address local and global
challenges to the environment and health
and safety of stakeholders.

BANK OF CEYLON

BO@

Bankers to the Nation

FeedbaCk Please direct

suggestions and
comments about this
Report to
dgmfp@boc.lk

H E Scan to view the web
3 and mobile HTML
version published online
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Basis of Preparation

The Report follows a structure that

is in line with guidelines in the <IR>
Framework. Disclosure is based on
identified material topics. The Bank’s
process for determining material topics,
and their alignment with reporting
metrics, is outlined in the Material Issues
section on pages 49 to 51.

The Report utilises referencing and
signposting throughout pertinent
sections to highlight key Environmental,
Social, and Governance (ESG)
disclosures as per the GRI reporting
framework. Contribution to specific UN
SDGs in line with the Bank’s sustainability
ethos; and reference to Capitals
prescribed by the <IR> Framework are
also included.

Reporting Improvements

v’ Increased relevance describing
the impact of the operating
environment on the Bank’s
stakeholders.

vy Increased focus on the Bank's
response to the operating
environment and stakeholder
needs.

v’ Increased connectivity and
reporting against the Bank's
strategic framework.

v’ Improved connectivity across
the Report through the use of
signposting and referencing
to highlight interrelations
between Capitals; contribution
to the Global Goals; and
pertinent ESG metrics in line
with the GRI Standards.

v’ Multi-channel presentation
and distribution of the Report
(print, digital: HTML, video) to
meet varied requirements of
stakeholders.

Significant Frameworks Considered

Sri Lanka Accounting
Standards issued by CA
Sri Lanka.

The Integrated Reporting
framework prepared

by the International
Integrated Reporting
Council (IIRC), now part
of the IFRS Foundation.

The Integrated Thinking
Principles, prepared

by the Value Reporting
Foundation, now part of
the IFRS Foundation.

The Global Reporting
Initiative (GRI)
Sustainability Reporting
Guidelines (GRI
Standards).

Industry Standard for
Commercial Banks
published by the
Sustainability Accounting
Standards Board (SASB).

About
This Report

Listing Rules of the
Colombo Stock Exchange
(CSE).

Global indicator
framework for the SDGs
and targets of the 2030
Agenda for Sustainable
Development
(A/RES/68/261).

Bank of Ceylon
Ordinance No.53 of
1938 and amendments.

ESG Reporting
Framework of the CSE.

Gender Parity Reporting
Framework of CA
Sri Lanka.

Code of Best Practice on
Corporate Governance
issued by CA Sri Lanka
(2017).

Index of Icon References

Stakeholders

Banking Act No. 30 of
1988 and subsequent
amendments.

Guidelines issued by
CBSL and CSE listing
requirements on
Financial Statements and
other disclosures

for Licensed Commercial
Banks.
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Growth
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Our Approach to
Integrated Thinking

Bank of Ceylon takes an integrated approach to every aspect of its business, from stakeholder engagement and identification of
material issues, to strategy formulation, risk management and corporate governance processes, operational aspects of business
units, and the Bank's reporting and corporate disclosure.

(v] Determining Material Issues (v)

BoC'’s approach to and the potential
materiality considers the opportunities and
effects and influence threats to the Bank.
of a dynamic operating

An integrated overview
of the operating
context, an analytical
assessment of its

the Bank’s response

in seizing opportunities,
mitigating threats,

and delivering value,

The Bank’s process
of Materiality
Assessment is
described on

environment, the needs implications on the Bank is outlined on pages page @
of our stakeholders, and stakeholders, and ) - &
(v] Strategy Formulation and Resource Allocation (v)

Where We Want To Be?

Strategic priorities  Page 21
efforts for prioritisation

) Resource Allocation
and resource allocation,
and measurement of > 5 ~ - i
progress against our llﬂ\ ﬁ. h & g ‘\’{e}\,’

strategy, are detailed

h Where We are Now?

Page @D

How We Plan to Get There?

The Bank’s
transformational future-
focused strategy,

SWOT analysis

Strategic enablers

Page €&

from pages @& to &9 Financial Social and Manufactured Intellectual Human Natural
Capital Relationship Capital Capital Capital Capital
Capital
) Pages @D to €D
J

Operationalising Strategy through Our Business Lines

The Bank’s business units are the

primary agents in delivering our strategy. “ /e\ SN

The business line reviews from pages ‘.‘ EEE o

(65 X take a detailed look at their ]

performance; including responsiveness to Retail Corporate and International, Treasury,

Investment and Overseas
Operations

Pages 4! to

Banking

Pages @ to €D

Offshore Banking
Pages (/¢ to

the operating environment and stakeholder
needs and progress against the strategy.

(+) Managing Risks, Ensuring Sound Corporate Governance and Embedding Sustainability (v)

~

Bank of Ceylon incorporates a A sound corporate governance As an Organisation with both financial

systematic and proactive approach framework undergirds all of the and social goals, we incorporate

to managing risks, which enables the Bank’s actions. It ensures ethical sustainability into all aspects of our

Bank to consistently deliver value to and responsible behaviour across operations.

stakeholders while promoting stability operations, and alignment with the

and resilience of the Bank. Bank’s core values and principles.

Risk Management Report Corporate Governance Report Sustainability aspect

Pages @D to €D Pages @) to €D Pages @& to @D and @ED to GED
J

Delivering Value to Our Stakeholders

Bank of Ceylon’s overall purpose of creating value for stakeholders is described in detail in the Stakeholder Outcomes section from
pages to @EEM. The section looks at the Bank’s key stakeholders and outlines the role of the Bank in fulfilling their expectations,
delivering value, and achieving positive outcomes.

6
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Bankers to
the Nation

Bank of Ceylon is a fully state-owned
bank, and the Country’s leading
licensed commercial bank, with 23%
of the industry's loans and advances
and 23% of deposits in 2022. Being a
Domestic Systemically Important Bank
(D-SIB), BoC is deeply ingrained in the
socio-economic landscape of Sri Lanka
and has played a pivotal role in driving
financial empowerment and economic
growth of the Country for more than
80 years.

OUR BANK LEADERSHIP
INSIGHTS

MANAGEMENT DISCUSSION
AND ANALYSIS

BoC has an extensive presence
throughout Sri Lanka, while also
operating three branches in India,

the Maldives and Seychelles, a limited-
service branch in Hulhumalé, and a
fully-owned subsidiary in London,
United Kingdom.

FINANCIAL ACCOUNTABILITY
REPORTS
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About
Us

Business Lines

@ Retail Banking

Bank of Ceylon’s Retail Banking
segment constitutes a range of
lending, deposits, payment services,
and transactional banking solutions
targeting individuals, entrepreneurs,
and SMEs.

(5]
N

The Bank’s Corporate and

Offshore Banking segment provides a
variety of financial services including
corporate funding and deposits, project
financing, trade services, and offshore
banking facilities for the large segments
of the economy: Private sector,

State sector and offshore operations.

Corporate and
Offshore Banking

Total assets (]
LKR 4.3 trillion

Total advances @
LKR 2.6 trillion

Capital adequacy @
ratio

15.4%

Employees ©
8,209

Correspondent ©
relationships

784

International,
Treasury,
Investment and
Overseas
Operations

This cluster of the Bank’s operations
consists of International Operations,
facilitates on foreign currency related
transactions; Treasury Operations,
manages liquidity and undertakes
fund management; Investment,
which handles the Bank’s investment
activities; and Overseas Operations,
reflecting the Bank's overseas
branches.

Total deposits
LKR 3.3 trillion

Profit before tax
LKR 31.0 billion

Equity
LKR 254.2 billion

Customer
touch points

2,166

Our Market Position

22% 67%

$hare of Customer
industry penetration
assets f‘
(o)

23 /\J 23%
Share of Share of
industry industry
loans and deposits
advances

BoC'’s Competitive
Advantage
& Leading the market in terms

of assets, deposits, loans,
and advances

& Dedicated to promoting
social and environmental
sustainability

& The foremost financial
services brand in Sri Lanka

0 Extensive customer
penetration rate of more
than 67%

& Unmatched geographical
coverage via a network of
over 2,100 customer touch
points across the Island

& Trust and confidence
instilled by being a fully
state-owned bank

Market leader in inward
remittances

Range of extensive lending,
deposits and other financial
service products

& Large single borrower limit

8 BANK OF CEYLON | ANNUAL REPORT 2022



About
Us

Our Reach

The Bank of Ceylon has consistently held its place as the largest bank in Sri Lanka, determined by its assets, deposits, and loans
and advances. The Bank’s extensive customer reach is facilitated by a network of more than 2,100 direct customer touch points,
encompassing fully-equipped, limited-service, and mobile branches, SME centers, ATMs, CDMs, and CRMs distributed across the
nine provinces by facilitating financial inclusion to the people who are living in the economically disadvantage areas and who are
dealing with the informal financial market.

Beyond Sri Lanka, BoC also operates
branches in Maldives, Seychelles, and
India, and retains a footprint in the
United Kingdom.

The Bank also engages with customers
through a series of digital channels; web,
and mobile including social media. For
more details refer page 81.

Overseas Operations

000200

Q00200

Q00200

200200

Sabaragamuwa Province

@® Branches @ Limited service branches @ Mobile Branches @ ATM/CDM/CRM @ SME Centres @ BoC Connect

BANK OF CEYLON | ANNUAL REPORT 2022 9
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About
Us

Group Structure

The Group consists of subsidiary and associate companies as described below, operating across a range of sectors either directly
related to the Bank's core business, or providing ancillary services that support the Bank's operations and activities.

BANK OF CEYLON

BO@

Bankers to the Nation

Ceybank Asset i
Maynagement 43.36% Bank of Ceylon (UK) Ceybank H9||day -
Limited Limited Homes (Private)
Limited
4 100.00% 100.00%
I
| Property
Development
Southern - 97 890/ Limited
Development 41.67% Dl
Financial
Company Limited Hotels Colombo
t (1963) Limited
99.99%
Transnational —
Lanka Records 24.69% BoC Management
Solutions & Support Services
(Private) Limited (Private) Limited
i 100.00%
?
14.28%

BoC Travels
(Private) Limited Q
‘ - 100.00%
ﬁ

BoC Property ‘ 85.72%

Development &

Management
N 100.00% (Private) Limited

Lanka Securities o 4
(Private) ( L
Limited 4 Merchant Bank

of Sri Lanka &
Finance PLC

84.5%

!

76.56%

MBSL Insurance
Company

Limited
45.47%

C=

BoC holding @® Non-controlling interest
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Performance
Highlights
gnlig
Bank Group
2022 2021 Change 2022 2021 Change
% %
Results of Operations (LKR million)
Total income 513,149 290,362 76.7 520,891 297,621 75.0
Net interest income 126,346 111,252 13.6 129,769 114,990 12.9
Profit before taxes on financial services 42,290 52,217 (19.0) 42,372 53,843 (21.3)
Profit before tax 30,977 43,190 (28.3) 31,053 44,637 (30.4)
Profit after tax 31,972 37,590 (14.9) 31,849 38,683 (17.7)
Value to the Government 31,949 20,710 54.3 32,606 21.433 52.1
Financial Position (LKR million)
Total assets 4,336,460 3,803,284 14.0 4,390,769 3,847,950 141
Gross loans and advances 2,584,779 2,576,668 0.3 2,617,905 2,612,567 0.2
Loans and advances net of provisioning for impairment 2,325,594 2,413,762 (3.7) 2,355,978 2,446,330 (3.7)
Deposits due to customers 3,334,774 2,866,894 16.3 3,358,198 2,886,237 16.4
Total liabilities 4,082,276 3,602,524 13.3 4,118,238 3,632,553 13.4
Total equity 254,184 200,760 26.6 272,531 215,397 26.5
Per Share Data (LKR)
Basic earnings per share 1,279 1,504 (14.9) 1,280 1,540 (16.9)
Net assets value per share 10,167 8,030 26.6 10,859 8,552 27.0
Performance Ratios (%)
Return on average assets 0.8 1.3 (0.5) 0.8 1.3 (0.5)
Return on average equity 14.1 21.0 (6.9) 13.1 20.1 (7.0
Interest margin 3.1 3.3 (0.2) 3.2 3.4 (0.2)
Cost to income 29.4 32.0 (2.6) 30.8 33.2 (2.4)
Loans to deposits 77.5 89.9 (12.4) 78.0 90.5 (12.5)
Debt to equity 439 51.0 (7.1) = - -
Impairment provision as a percentage of
gross loans and advances 10.0 6.3 3.7 10.0 6.4 3.6
Impaired loans (Stage 3) 5.3 5.1 0.2
Impairment (Stage 3) to stage 3 loans 59.7 49.1 10.6
Statutory Ratios (%)
Liquid assets ratio (domestic) (minimum requirement 20%) 21.22 24.97 (3.75) = -
Liquidity coverage ratio (LKR)
(Minimum requirement 2022 — 90%, 2021 — 100%) 169.0 169.0 = -
Liquidity coverage ratio (all currency)
(Minimum requirement 2022 — 90%, 2021 — 100%) 122.8 111.5 11.3 = -
Net stable funding ratio
(Minimum requirement 2022 - 90%, 2021 — 100%) 139.0 125.0 12.0 = -
Leverage ratio (Minimum requirement — 3%) 4.6 4.7 0.1 4.7 4.8 (0.1)
Capital Adequacy Ratios (%)
Common equity Tier | Capital
(Minimum requirement — 8.50%) 11.3 129 (1.6) 11.3 12.8 (1.5)
Tier | capital (Minimum requirement — 10.00%) 12.4 143 (1.9) 12.4 141 (1.7)
Total Capital (Minimum requirement — 14.00%) 15.4 17.8 (2.4) 15.3 17.6 (2.3)
11
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Non-Financial
Highlights

Social Performance

Employee Value Creation

Customer Value Creation

57 19 43%
new employees hired branches relocated increase in BoC POS units
. to enhance customer
LKR 73.9 million convenience 652,961
invested in training new customer registrations
and development of 61 during the year
employees branches and all off-site
Smart Zones improved 1.019
129,493 !

customers reached

total man-hours of 75 through education

training delivered CRMs installed and awareness raising
programmes

LKR 29.0 billion 2,166

investment on customer touch points 10

employees Mobile branches operated
during the fuel crisis

588

merit-based promotions 40

awarded

customers supported for
Business Revival

12
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Non-Financial
Highlights

Economic Performance Environmental Performance

OVERVIEW

Economic Value Creation

USD 3,159.3 million

FOREX inflows through
inward remittances

LEADERSHIP
INSIGHTS

Financial Inclusion

LKR 5.4 billion

disbursed through
microfinancing

USD 1.9 billion

financing provided for import
of essentials (Fuel and Gas)

LKR 31.9 billion

value to the Government

LKR 52.6 billion

loans granted to the
MSME sector

LKR 74.4 billion

facilities under moratorium

USD 70.0 million

LCs facilitated for import of
pharmaceuticals

21,495

new loans to the
microfinance sector

31%
of microfinancing to

women-owned/women-
headed businesses

1,540

contact points outside
the Western Province

34

agents registered for
agent banking network

Environmental Value Creation

LKR 4.7 billion

financing disbursed after
ESMS compliance

841

loans assessed for
Environmental and
Social considerations

LKR 711.6 million

lending for green finance

21.9 MT

of paper recycled

Savings through
paper recycled

373 fully grown trees
38,477 litres of oil
87,696 Kwh of electricity
696,745 litres of water
66 m? of land fill

3,219.3 Mwh

Solar power generated

Estimates based on effective
sunlight hours

13%

of energy requirement
of operations from
renewables
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Chairman's
Message

Championing a path for revival of the
economy, Bank of Ceylon was also
instrumental in supporting the capital
requirements of new and emerging
sectors, clean technologies, and green
industries that are at the forefront

of creating a climate resilient and
sustainable economy and Sri Lanka’s
green recovery.

Kanchana Ratwatte
Chairman

14
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It is indeed heartening to note that

the Premier Bank of this island nation
managed to shield the impact of
unprecedented challenges that were
faced by the Country in a year of extreme
internal and external challenges. Bank
of Ceylon has successfully weathered
the storm and emerged resilient. As Sri
Lanka's leading licensed commercial
bank, we remained committed

to upholding our unique role and
responsibility towards our country and
people during this turbulent year. | take
great pride in the pivotal role played

by the Bank in fortifying our Nation's
economy, while creating and sharing
value with our stakeholders in 2022.

Macroeconomic
Pressures Affecting
Our Business

Following two years of pressure resulting
from the global COVID-19 pandemic

and sustained geopolitical upheaval,
2022 brought about new challenges for
Sri Lanka's economy; contributing to an
unstable and highly stressed operating
environment. Sri Lanka’s fiscal, external
sector, and financial sector imbalances
were thrown into stark relief during the
year. Rising inflation, a weakening rupee,
and depleted foreign reserves led to an
energy crisis and severe hardships for
Sri Lankans, resulting in a socio-political
crisis that made global headlines.

For our customers: corporations and
communities across the Island, the
hardships were acute. In light of these
challenges, Bank of Ceylon, as the largest
bank in the country's financial sector and
the leading state bank, placed priority

on ensuring the stability of Sri Lanka's
financial system and providing support to
our customers.



Prioritising the Strength
of Our Economy

As a state bank tasked with supporting
the economy, the Bank’s focus in 2022
was on revival and rehabilitation of
businesses. The Bank's decision to
extend strategic support to customers
through debt moratoria and restructuring
and rescheduling of facilities enabled
impacted industries and sectors to cope
with the multiple crises, restructure their
business models, and chart a path for
revival. As of the end 2022 the Bank

has granted extended moratoria to
affected customers, amounting to

LKR 74.4 billion.

At the same time, the Bank ensured
facilities were made available for import
of essentials goods; providing relief to
millions of Sri Lankans and contributing
to business continuity for companies
across the Country. During the year,

we were able to explore bilateral and
concessionary funding lines that brought
much-needed capital to Micro, Small,
and Medium Enterprises (MSMEs) that
were hardest hit but unfortunately often
overlooked by policies. With our extended
reach and diverse customer base, we
are proud to have supported Sri Lanka's
MSME sector with over LKR 52.6 billion
disbursed in 2022.

Championing a path for revival of the
economy, Bank of Ceylon was also
instrumental in supporting the capital
requirements of new and emerging
sectors, clean technologies, and green
industries that are at the forefront

of creating a climate resilient and
sustainable economy and Sri Lanka's
green recovery. The Bank also provided
concerted and continued assistance to
export-oriented SMEs and companies
that are the vanguard of enhancing

Sri Lanka's export competitiveness and
narrowing long-standing external sector
imbalances.

Ensuring Stability and
Gearing for Growth

Throughout the year, the Bank instituted
stringent monitoring and internal controls
while prudently making impairment
provisions that helped secure our
financial position, strengthened our
balance sheet, and retained the trust of
our customers, business partners, and
primarily shareholder. Bank of Ceylon’s
effective corporate governance and risk
management procedures have been

a stalwart of our success during an
immensely challenging year. Our process
and business model were put to the test
during the year and proved to be pivotal
in navigating the stressed economic
scenario.

The Board consulted closely on several
critical matters and instituted new
measures to manage and monitor

the Bank’s progress in adapting to
changes in the operating environment.
Special supervisory committees were
established to scrutinise operations, and
greater oversight from the Bank’s Risk
Committee, Internal Capital Adequacy
Assessment Process (ICAAP) and
Recovery Capital Plan (RCP) Steering
Committee, Assets and Liability
Management Committee (ALCO), were
vital in steering the Bank in the right
direction.

In response to the dynamic operating
environment, we reviewed and updated
all of the Bank’s policies; reinforced

our risk management framework and
widened the scope of monitored risks;
revisited and revised counterparty and
country limits; installed new oversight
committees; enhanced coordination and
decision-making processes; instituted
daily monitoring of the Bank’s position
and critical ratios; and invested in
developing the capacity of our teams

to meet ongoing challenges. These
measures ensured the Bank's ratios were

Chairman's
Message

maintained above the regulatory norms.
The Bank closed 2022 without breaches
or the draw-down and utilisation of

buffers made available by the regulator.

Despite a downgrade of the Bank's
rating in line with the Sovereign Rating
downgrade, Bank of Ceylon complied
with all regulatory requirements and
serviced all the Bank’s outstanding
obligations while upholding strong
and transparent relationships with
counterparties and other key business
partners.

With a focus on stability of the Bank,

we made the largest provision in our
history and took steps to strengthen our
Financial Position. These actions ensured
that Bank of Ceylon is well positioned

for future growth that supports our
customers and the Country as Sri Lanka
takes steps towards economic recovery
in the years ahead.

Considering the substantial provisioning,
The Bank'’s profits (PAT) reduced by 15%
compared to the previous year, reaching
LKR 32.0 billion in 2022. In light of the
magnitude of stresses placed upon

the financial sector and the Country's
economy during the year, this is a
resolute performance from the Bank. It
also reflects the diligence with which our
teams managed and monitored expenses
without compromising the quality of

our service or the performance of our
business units.

Committed to
Sustainable
Development

As Sri Lanka's largest bank, we believe
in conscious stewardship of our
natural resources and promotion of
environmentally friendly practices. We
recognise the multiplier effect the Bank
can have in propagating best practices
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Chairman's
Message

and addressing global challenges. As
such, the Bank prioritises mainstreaming
sustainability and contribution to the
Global Goals, with our core business.

The Bank's socio-economic impact

is expressed and amplified through
concerted development lending

that promotes financial inclusion

of underserved segments of the
economy; with special focus on the
MSME sector. Our development

lending in 2022 supported stressed
supply chains, created and sustained
meaningful employment, encouraged
entrepreneurship, and contributed to
rural and industrial development across
the Country. In 2022, we allocated the
Bank’s funds for targeted lending to
this segment through microfinancing
and other products, bringing our total
outstanding loans via microfinance to
LKR 13.7 billion by the end of the year. In
addition, we are privileged to have had
the opportunity to support a number

of communities through an unique

rural development programme “BoC
Gammana". These exemplary initiatives
are in line with Bank of Ceylon’s long-
term sustainability agenda, mission, and
corporate values, and are part of our
commitment to addressing the urgent
needs of the Country and community.

While managing a challenging operating
environment in 2022, the Bank continued
to scale up operationalisation of this
sustainability agenda. We extended
Environmental and Social (E&S)
screening to all project financing during
the year in line with our Environmental
and Social Management System (ESMS)
policy. This involved training key staff and
credit officers and screening 841 loans
for E&S criteria in 2022. Additionally, as
part of our green financing initiatives,

we prioritised lending that supports
adoption, development, and proliferation
of green technologies; with allocation

of the Bank’s own funds.

LKR 711.6 million worth of new facilities
was granted for green technologies
during the year, with total outstanding
loans to the renewable energy sector
amounting to more than LKR 1.0 billion
at the end of 2022. We believe these are
incremental but impactful steps towards
mitigating the effects of climate change,
whilst promoting and supporting Sri
Lanka's green recovery and green energy
transition.

Appreciation

I wish to express my thanks to His
Excellency the President, the Honourable
Prime Minister, and the Honourable
Minister of Finance for their guidance
and support to the Bank and the Board
during a tumultuous year. | would also
like to thank the Governor and officials
of the Central Bank of Sri Lanka, the
Secretary to the President, and the
Secretary to the Treasury for their
invaluable counsel.

Bank of Ceylon's resilient performance
during 2022 can be attributed to our
employees, whose dedication in the face
of multiple crises has ensured we were
able to continue serving our Country and
communities. | am also thankful to the
expertise of my colleagues on the Board
and Senior Management, whose vision
for the Bank and proactive decision-
making have guided Bank of Ceylon
through numerous challenges. | express

my gratitude to Mr K E D Sumanasiri, who

retires as the General Manager/CEQ of
the Bank after more than three decades
of dedicated service.

Looking to the future, | am inspired by
the professionalism and pedigree of
the Bank’s cadre. Bank of Ceylon is well
positioned to continue supporting our
Country and communities in the years
to come. | extend my best wishes to

Mr Ronald C Perera, who takes up the
mantle of Chairman of the Board in
2023 and the new General Manger/CEO
of the Bank Mr Russel Fonseka. | am
certain their vision, expertise, and depth
of experience will guide Bank of Ceylon
from strength to strength.

47 L

Kanchana Ratwatte
Chairman

01 January 2023
Colombo
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OVERVIEW

Bank of Ceylon's strategic
leadership ensures accountability,
transparency, and integrity while
setting a proactive course for

the Bank’'s operations in line

with its core values. Sound
Corporate Governance is a core
element of the Bank’s leadership
function, complemented by a
robust framework of systems and
processes that ensure compliance
and sustainability of the Bank
while enable long-term
value-creation for stakeholders.

9

LEADERSHIP
INSIGHTS

OUR BANK

AND ANALYSIS

z
[©)
)
%)
=)
0
0
a
—
=
a
=
Ll
o
<
z
<
=

FINANCIAL ACCOUNTABILITY
ANNEXES REPORTS

COMPLIANCE

SUPPLEMENTARY
INFORMATION




FINANCIAL MANAGEMENT DISCUSSION LEADERSHIP
REPORTS ACCOUNTABILITY AND ANALYSIS OUR BANK INSIGHTS OVERVIEW

COMPLIANCE
ANNEXES

SUPPLEMENTARY
INFORMATION

18

General Manager's
Review

The Bank continued to invest in its
customers during the year; providing
for their urgent requirements and
rescheduling and restructuring
facilities to support their business
survival. Our staff were diligent and
proactive in working with customers
affected by the crisis.

On the back of multiple years of
challenging conditions beginning in
2019, the year under review brought
extraordinary trials for the Country and
the entire banking system. However,

| am pleased to report that Bank of
Ceylon posted a strong performance in
2022 whilst remaining unflinching in its
duty to the Country. | am proud of the
efforts of our hardworking team at BoC,
who responded to a rapidly changing
operating environment with dynamism
and resolve.

Responding to
Challenges

Amidst the Country’s mounting

economic crisis, 2022 led to a steady
increase in interest rates, which completely
changed the picture in the Country and the
financial sector. Floating of the exchange
rate that occurred towards the end of the
first quarter and the announcement of
sovereign default in the beginning of the
second quarter presented major economic
shocks to the economy with ripple effects
felt across all industries and throughout
the Country. Hyperinflationary pressures
coupled with depletion of foreign exchange
laid bare and Sri Lanka's external sector
weaknesses, resulting in an energy crisis
that sparked socio-political unrest and
upheaval.

K E D Sumanasiri
General Manager
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In this situation, the Bank prioritised
business continuity whilst working to
stabilise the economy and support crisis-
affected businesses and communities.
During a difficult year, we took every
effort to align our activities with the
urgent and long-term needs of our
stakeholders. As the market leader in
the financial services sector, we also
recognise our prime responsibility
towards the stability of the financial
system. In this regard, we took proactive
and prudent measures to ensure the
Bank's stability: strengthening our
financial position and balance sheet,
instituting stringent controls, increasing
oversight, and improving our leadership
for managing and mitigating risks.

Fulfilling a Duty towards
Our Stakeholders

As a fully state-owned Bank, BoC plays a
unique role in the Country and economy.
Acknowledging the critical nature of
socio-political stability that contributes to
business activity; BoC provided essential
financing for major state importers,
thereby contributing to the smooth flow
of essentials such as fuel, gas, and
pharmaceuticals.

Despite disruptions, we prioritised
business continuity and ensured our
extensive branch network and footprint
of over 2,700 customer touch points
remained open and operational during
the Country's energy crisis; thereby
providing vital access to financial
services for some of the most remote
locations in the Country. During the
year, we deployed resources and carried
out a number of programmes that
facilitated inflow of foreign remittances
and export earnings. We appointed a
high level committee to manage and
allocate FOREX on priority basis, thereby
allowing the Bank to provide critical
foreign exchange towards the import of
essentials.

BoC also focused its support towards
sectors of the economy that were
hardest hit by the economic crisis;
providing concessions and

moratoria amounting to an estimated
LKR 74.4 billion to crisis-affected
businesses mostly in the tourism and
hospitality sector that had faced multiple
years of setbacks.

In line with a long-term view of
supporting and journeying with our
customers, BoC chose not to pursue
aggressive recovery, litigation, or
repossession. Instead, the Bank
prioritised sharing of value and benefits
with customers: extending concessions
and protection from interest rate
fluctuations to retail borrowers who were
beset by rising inflationary pressures
and doubly affected by the economic
downturn. The Bank supported 35,291
retail customers in this regard. Similarly,
our committed and continued support

to customers in the form of business
revival and rehabilitation was also
expanded in 2022 as we established
Business Revival and Rehabilitation Units
(BRRUSs) at Provincial level in order to
meet the requirements of businesses
across the Country. BoC's customers
who faced import restrictions, loss of
competitiveness, increased cost of
capital, and working capital and cash
flow issues were supported by the
Bank's BRRUs and dedicated and well-
trained teams. During the year, BoC was
instrumental in rehabilitating over 30
businesses and contributing to protecting
over 2,500 direct and indirect jobs.

As part of our efforts towards financial
inclusion and support for underserved
sectors of the economy, BoC provided
facilities amounting to LKR 52.6 billion
at preferential rates to support MSMEs,
small businesses, and entrepreneurs,
including LKR 4.3 billion in facilities

to female-headed and female-owned
enterprises.

General Manager's
Review

Progress Against
Our Strategy

Responding to the highly uncertain and
volatile operating environment, the Bank
reoriented its short-term strategy to
prioritise strength of the Balance Sheet
over growth during the year. In the long
term, the Bank's transformative and
forward-looking strategy continues to
provide us a competitive edge. Progress
towards and alignment with the Bank's
strategic plan is monitored by five
management level committees.

Despite a rapidly changing operating
environment during the year, we were
able to maximise on BoC's inherent
strengths while proactively positioning
ourselves for growth and investing

in key areas to future-proof the Bank
for contraction of the economy and
continued stresses expected in the
years to come.

Customer-centricity

The Bank is strengthened by its diverse
and expansive base of over 14 million
customers. During the year, customer-
centricity was evident across the
Bank's business lines as BoC supported
customers through the crisis with
tailor-made solutions. Expansion of
Business Revival activities at the BRRU;
provision of moratoria to crisis-affected
businesses; extension of support

to retail customers; concessionary
development lending to MSMEs and
underserved groups; concerted support
for export-oriented businesses, SMEs,
and expatriate Sri Lankans through

the BoC Export Circle, SME Circle, and
Foreign Circle; pioneering of new and
innovative products; and expansion

of the Bank’s rural-focused agent
banking network — BoC Connect, were
all efforts towards better serving our
customers. During 2022, we continued
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General Manager's
Review

to invest in improving the service skills
of our team through a variety of training
programmes and strengthened our
dedicated Customer Experience Unit. The
Bank’s ongoing branch rationalisation
programme saw opening of a new
Branch at Andaulpotha, Badulla District;
relocation of 19 branches to enhance
customer convenience, and upgrading
of 61 branches and off-site Smart Zones
during the year.

Digital Excellence

Digitalisation of the Bank’s services,
systems, processes, and customer
journey is part of BoC'’s transformational
strategy aimed at future-proofing
through digital capability. In 2022,

we improved and added features and
functionality to a number of BoC's
digital and online banking solutions.

In addition, we continued investing in
digital infrastructure by strengthening
the Bank’s back-end hardware;
enhancing cybersecurity measures and
infrastructure; and improving internal
and external support and service
systems. These measures align with
increased adoption of digital channels
by our customers, 48% of all customer
transactions occurred through digital or
electronic banking channels in 2022.

Building a High-
performing Team

Our employees are at the core of our
business model and are an integral
part of how we create value. The Bank
carried out a comprehensive review of
the employee remuneration and benefits
programme during the year, in order
to ensure competitiveness in line with
changes to the operating environment.
The Bank's policies relating to Human
Resource Management (HRM) were
similarly reviewed and revised. New
policies were also introduced during
the year to enable the HR function to
better focus its employee engagement

and employee retention efforts. During
the fuel crisis that ensued throughout
the year, BoC took steps to support

its teams with dedicated transport
services, and piloting of Work from
Home (WFH) and remote working
features. These, coupled with temporary
transfers, enabling of flexi-hours, and
host of other measures enabled our
teams to remain safe, productive, and
engaged. Skills development of our
employees was another focus area

in 2022, with trainings designed to
strengthen skills and capabilities in key
areas and such as business revival and
customer service, alongside continuous
professional development and leadership
development. The Bank carried out 663
training programmes and invested

LKR 73.9 million in employee training
and development during the year.

Rewarding Credit
Culture and Healthy
Credit Portfolio

The Bank continued to invest in its
customers during the year; providing
for their urgent requirements and
rescheduling and restructuring facilities
to support their business survival. Our
staff were diligent and proactive in
working with customers affected by the
crisis. In a rapidly changing operating
environment, the Bank’s customer
awareness programmes helped inform
customers of changes, potential for
support, and action that needed to be
taken. As a result of these concerted
efforts at upholding BoC's rewarding
credit culture, the Bank was able to
preserve quality of its portfolio, with
ratios within the given range.

Stability, Governance,
and Sustainable Growth
The strength of BoC's corporate

governance framework and practices
played a key role in the resilient

performance we delivered in 2022. The
Bank prioritised stability of the Balance
Sheet and business model to withstand
the pressures from a highly challenging
year, while also continuing to deliver
value to our stakeholders. The Bank’s
alignment with National objectives
ensured we met the needs of our Country
and communities while positioning

the Bank to grow alongside Sri Lanka’s
recovery in the years to come.

A Resilient Performance

BoC posted a remarkable performance
in 2022 despite a challenging operating
environment. This is testament to the
Bank’s unwavering focus on driving
key imperatives, agility in decision-
making, and adoption of a relevant and
timely strategy. The Bank's efforts to
revive businesses, support affected
sectors, and pilot innovative products
mitigated the negative effects of a high
interest regime that persisted during the
year. Total gross loans and advances
showed only a marginal growth of

LKR 8,110.8 million due to reduction

in direct lending to the Government

by a considerable amount during the
year. Net loans and advances showed
a decline of 4%, reflecting the Bank's
prudent approach of making provision
for possible credit losses as a part of
strengthening the Balance Sheet and
safeguarding against potential future
shocks. Deposits increased by 16%
and accounted for 84% of the Bank's
total funding, demonstrating the
public's continued trust in Bank of
Ceylon’s stability.

The Bank reported a 14% growth in Net
Interest Income (NII) during the year,
while net fee and commission income
also grew by 15%. However, reflecting
depressed economic conditions and

a high interest rate regime, interest
expenses grew by 121%. Similarly, the
Bank's impairment charge for loans
and investments increased by 99% due
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to the proactive approach of the Bank
by strengthening the Balance sheet,
considering the impairment provision
under expected credit loss model,
together with broad-based deterioration
in credit quality as a result of the
protracted crises and unprecedented
economic pressures facing the Country.
The Bank's Stage 3 ratio of 5.3%,
remained in line with industry peers.

The Bank is
strengthened

by its diverse

and expansive
base of over 14
million customers.
During the year,
customer-centricity
was evident
across the Bank’s
business lines as
BoC supported
customers through
the crisis with
tailor-made
solutions.

The Bank's operating expenses increased
by 14% in 2022, driven primarily by
increased personnel expenses that
reflected our dedication and commitment
to supporting our loyal employees during
difficult circumstances.

Compared to the year 2021, the Bank's
operating profit before tax on financial
services decreased by 19% to

LKR 42.3 billion, while Profit Before Tax
(PBT) and Profit After Tax (PAT) recorded
declines of 28% and 15% respectively.

Profits were compromised during the year

in order to prioritise national requirements,

provide concessions and support to our
loyal customers, and make substantial
provisions aimed at strengthening the
Bank’s Balance Sheet.

The Bank's total assets increased by
14% to LKR 4.3 trillion in 2022, despite
lowering credit growth. In response,
the Bank focused on strengthening its
capital position by increasing internally
generated capital and debentures.

The Bank was able to maintain its

Tier | Capital and Total Capital ratio at
12.4% and 15.4% respectively as of end
December 2022, even with an increase
in risk weighted assets due to Rupee
depreciation, payment of LKR 6.7 billion
surcharge tax deducted from retained
earnings, and rising Stage 3 loans
adversely impacting the Bank’s Capital
Adequacy Ratio (CAR).

Acknowledgements

At the conclusion of this particularly
challenging year, the Bank has emerged
resilient. However, much more remains
to be done in navigating the challenges
ahead and charting a course for the
Bank. In this regard, my best wishes

go out to the new General Manager,

Mr Russel Fonseka, and the new
Chairman of the Board, Mr Ronald C
Perera as they accept the reins of the
Bank during this critical juncture. | look
forward to their message, which sets
out the Bank's plans and priorities in the
year ahead. | am certain their leadership
will take Bank of Ceylon from strength to
strength in the years to come.

| would like to express my gratitude to all
the stakeholders of Bank of Ceylon for
their unwavering support during what was
an immensely challenging year. BoC's
progress towards achieving its strategic
targets, and its resilient performance

General Manager's
Review

during the year were made possible

by the commitment of our employees
including Corporate Management and
Executive Management, the loyalty of our
customers, and the trust and confidence
of our business partners and trade unions.

| extend my sincere appreciation to our
Chairman and Board of Directors for their
leadership, which has been invaluable

in fuelling our efforts during the year. |
am also thankful to the Governor of the
Central Bank of Sri Lanka, the honourable
Minister of Finance, and their officials
and staff, whose guidance and oversight
were vital during the year. | would also
like to appreciate the efforts of the
Auditor General and National Audit Office
staff, who ensured timely completion

of the audit, finalisation of the Financial
Statements, and thereby timely
publication of this Annual Report.

B

K E D Sumanasiri
General Manager

13 January 2023
Colombo
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Incoming Chairman's and
General Manager's Outlook

‘Bank of Ceylonis a
giant in the financial
sector and a

strong competitive
force on par with
its peers. We are

a truly unique
institution as

we deal with

the largest
corporations,
industries, and
projects, but also
cater to every
strata of society.’

Bank of Ceylon is well placed to play a
key role in Sri Lanka's economic recovery
after closing 2022 on hard-won stable
footing. Building on the strength of years
of expertise, a future-focused strategy,
and a commitment to continuous
improvement; the Bank has staved off
challenges and emerged resilient. We
are privileged to take the helm of this
highly professional, efficient, dynamic,
and committed institution as it continues
to evolve in order to meet the needs of
customers, the Country, and a changing
operating environment.

Building on Our Pedigree

Bank of Ceylon is a giant in the financial
sector and a strong competitive force on
par with its peers. We are a truly unique
institution as we deal with the largest
corporations, industries, and projects, but
also caters to every strata of society.
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“Our staff members
the Bank's greatest
asset. We are
privileged to have
a staff strength
of over eight
thousand, and
the support of
employee trade
unions who have
the best interests
of the Bank at
heart. This
dedicated team
has been
Instrumental in
retaining the
Bank's number
one position
despite
challenges’

We are governed by a professional and
highly qualified Board appointed through
a stringent vetting process. The Board's
multidisciplinary expertise ensures the
Bank is well-placed to meet the future
demands. We are also strengthened

by the Bank's stringent systems and
processes, which follow the protocols
required of a State Bank, while retaining
the independence and agility to function
in a dynamic business environment.

Incoming Chairman's and
General Manager's Outlook
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Incoming Chairman's and
General Manager's Outlook

Q Assets Deposits 2,166
< (Market share) (Market share) customer
22% 23% i
Position touch points
i Asset growth Deposit growth Capital Adequacy
@Q 14% 16% Ratio
: 15.4%
Stability Brand value LKR 53.9 billion
N Growth in net Interest Profit After Tax
:g)ikai interest income | margin (PAT)
= 14% 3.1% LKR 32.0 billion
AR Return on Assets | Return on Equity
(RoA) (RoE)
0.8% 14.1%
Profit per Business per employee
O, employee LKR 721.1 million
LKR 3.8 million

Efficiency

Treatise on Present
Challenges

As we look towards a new year, the
challenges that present themselves today
are vastly different to those seen by the
financial sector in years past. A third of the
global economy is expected to experience
recession in 2023 and Sri Lanka is not
spared from these pressures; following
sovereign default, a path to servicing of
sovereign liabilities is being charted; the
impact and extent of potential domestic
debt restructuring is uncertain; and the full
impact of the Country’s economic crisis
on our customers and institutions is still
unfolding.

In response to forthcoming challenges,
steering the Bank strategically and
judiciously in the next few years is of
utmost importance. While charting a path
for sustainable growth and sharing of
created value with all stakeholders, the
Bank has initiated processes to identify and
mitigate risks, strengthen relationships with

stakeholders, control and limit our exposure,

and address long-standing challenges.

We are intent on retaining a professional
approach to all loans, including those

to State Owned Enterprises (SOEs). The
Bank has instituted a specialised unit

to manage and monitor the process of
lending to SOEs. We are committed to
empowering state entities in their yeoman
service to the Nation, and will be focusing
our attention on facilitating their individual
requirements while providing necessary
technical and structural support with
closer monitoring.

In a hyper-inflationary environment

with elevated interest rates, the Bank

will be taking exceptional measures to
manage our costs within the targets. The
Bank will also be working closely with
counterparties, funders, ratings agencies,
and other business partners, to pursue
necessary measures that would enable
appropriate rating of the Bank, smooth
and efficient cross-border transactions,
and timely servicing of our commitments.

Responding to deteriorating asset quality
year on year brought on by depressed
economic conditions and multiple

crises; we are committed to working

with our customers towards the revival

of their businesses. We have invested

in strengthening BoC's Business Revival
and Rehabilitation Units (BRRUs) and will
be extending support to our customers
through a variety of means, including the
funding of urgent requirements, managing
cashflows, and providing concerted
advisory and consultancy support.

Renewed Commitment
to Our Country

We believe that the Bank can only grow if
our stakeholders grow alongside us. BoC
has always been committed to creating
value for our stakeholders, and we will be
pursuing this end in the years ahead.

The Bank’'s commitment to the Country
will be reinforced by our actions at every
level: from micro-finance lending for
smallholder groups and entrepreneurs;
concessionary and development

lending that benefits Small and Medium
Enterprises (SMEs); and concerted
support and lending to export-oriented
SMEs and companies; to the promotion
of inward remittances; funding of key
infrastructure development projects and
industrial ventures; and support that
contributes to the stability of the financial
system and the economy. At a time when
foreign exchange is a critical resource for
our Country, the Bank will also continue
its pioneering efforts to promote and
incentivise inward remittances through
formal channels, and to allocate invaluable
foreign exchange for National priorities.

Our staff members are the Bank’s greatest
asset. We are privileged to have a staff
strength of over eight thousand, and

the support of employee trade unions

who have the best interests of the Bank

at heart. This dedicated team has been
instrumental in retaining the Bank's
number one position despite challenges.
We recognise that our team is affected by
the Country’s economic crisis, and we are
committed to supporting and providing
them with relief where appropriate. We will
also continue investing in our employees
through training, capacity development,
and measures for career progression; and
fair and competitive remuneration.
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Customers are at the heart of what we do.
We believe in supporting our customers
through challenging conditions and remain
committed to pursuing opportunities for
business rehabilitation and revival, instead
of recoveries. We also hold the firm belief
that SMEs and entrepreneurial ventures are
quintessential to our economy and our way
of life as Sri Lankans. We will continue to
support local SMEs with facilities, business
advisory services support for export and
market accessibility.

We are also cognisant of the role of our
natural environment, green technologies,
and opportunities arising for Sri Lanka from
a green economy and green recovery. In this
regard, the Bank’s takes its commitment

to sustainability very seriously. The Board
and the Bank’s senior management have
committed to continually reduce our
environmental footprint, and we aspire

to be a carbon-neutral bank by the year
2028. In line with our efforts to mainstream
Environmental and Social considerations

in our lending and investment decisions,
the Bank has policies and processes
(Environmental and Social Management
System — ESMS) in place to finance,
promote, and give impetus to the adoption
of renewable and clean energy.

Our Long Term Strategy
and Pathway for Stable
Growth

Bank of Ceylon is the largest local
commercial bank in Sri Lanka, and our long-
term strategy considers the Bank's role in
creating value for its stakeholders. We are
gearing the Bank for moderate growth in the
medium-term, with acceleration that aligns
with the Country's economy growing and
recovering. We will remain watchful when
considering growth of the balance sheet,
and instead prioritise strengthening the
Bank’s position in the short and medium-
term. Five special monitoring committees
have been formed for closer monitoring

of Asset Quality, Net Interest Income

(NII), Fee Income, Investment, and Cost
Management, considering the criticality

of these components in the performance
of the Bank in the year to come. While
focusing on creating and sharing value with
our stakeholders year to year, our ultimate
purpose is to reach a LKR 5 trillion asset-
base by 2024.

The Bank’s transformational strategy
provides an excellent blueprint for our
growth trajectory, and we are redoubling
efforts to drive performance against
strategy. The Bank has appointed
champions to drive each pillar in the
strategic plan, and we have instituted
consistent measures to monitor our
progress along this path.

Excellence in customer service, a
commitment to increased efficiency
and productivity improvement through
reengineering business processes, and
continued transition to digitalisation and
digital products, promise to be key in our
future trajectory. We have made these a
priority for our business units and have
incorporated deliverables and strategic
KPIs in our assessments to ensure the
entire team at BoC are of one mind. In
addition, we have set out to enhance the
skillset of our workforce to deliver the
diverse and sophisticated requirements
of our customers amidst a dynamic
operating environment.

Bank of Ceylon is on a pathway to stable
growth with a growing market share and
an increasing asset base made possible
through scaling up of digitalisation,
pursuit of operational efficiencies, and
expert capacity of our cadre. Over the last
fifteen years we have grown our balance
sheet from LKR 475 billion in 2008 to over
LKR 4 trillion in 2022.

The last three years have given us the
impetus to invest in and scale up digital
adoption at the Bank. Our future-focused
digital-first business model will enable
the Bank to better serve its customers by
leverage synergies and existing capacity
for exponential growth in volumes, and
to share the benefits of technological
advancement with our customers in the
form of competitive prices. With a rich
product range that can cater to the full
volume of the market, we look forward to
creating more value for more people in the
years to come.

As we continue to invest in digital
channels, and move away from a
traditional brick and mortar business
model, we look forward to delivering
superior value and the best experience to
our customers.

Incoming Chairman's and
General Manager's Outlook

Group Functions

In 2023, we will also be taking forward
plans for rationalisation of the Group,
including exit from unrelated business;
consolidation and merger of companies
engaging in similar business to maximise
synergistic benefits; exploration of

new related business areas through
subsidiaries and associates; increased
monitoring and support to subsidiaries
and associates for improved governance
and performance; and pursuit of enhanced
contribution to the group by restructuring
and refocusing key subsidiaries.

As we continue on a stable trajectory, the
Bank’s best-in-class corporate governance
systems and processes will be key to
ensuring we remain resilient in the face of
challenges, to deliver lasting value to our
stakeholders.

Closing Remarks

We would like to take this opportunity

to thank the outgoing Chairman,

Mr Kanchana Ratwatte, and the outgoing
General Manager/Chief Executive Officer,
Mr K E D Sumanasiri. Their untiring
dedication and visionary leadership have
been instrumental in enabling the Bank
to navigate multiple crises during an
exceptionally challenging year.

We thank the officials at the Ministry

of Finance and the Central Bank of

Sri Lanka for their guidance and direction
during a testing year, and look forward to
their support as we work closely in the
year to come.

Ronald C Perera PC
Chairman

W P Russel Fonseka
General Manager/Chief Executive Officer

24 February 2023
Colombo
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Board of
Directors

Ms Janaki Senanayake
Siriwardane
Secretary-Bank of Ceylon/
Secretary to the Board

Mr A C Manilka Fernando
Independent
Non-Executive Director

Mr Kanchana Ratwatte
Chairman, Independent
Non-Executive Director

Mr R M Priyantha Rathnayake
Non-Executive Ex officio
Director
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Major General (Rtd.) Mr G Harsha
G A Chandrasiri VSV Wijayawardhana
Independent Independent
Non-Executive Director Non-Executive Director

Board of Directors as at 31 December 2022

Board of
Directors

Mr Kanchana Ratwatte

Chairman, Independent
Non-Executive Director

Date of appointment

02 January 2020
Ceased to be the Chairman/Director w.e.f. 01 January 2023

Skills and experience

* An Attorney-at-Law holding LLB Degree from the
University of Colombo.

® Extensive experience in public sector processes and
regulations through leadership positions in public
sector institutions.

* Private sector administration and leadership in IT,
security data printing, software development,
Business Process Outsourcing, insurance brokering
and securities.

Other appointments

® Chairmanships during 2022;
— Property Development Limited.
- Merchant Bank of Sri Lanka and Finance PLC.
- Hotels Colombo (1963) Limited.

— BoC Property Development and Management
(Private) Limited.

- Bank of Ceylon (UK) Limited.

® Board positions in two private sector companies, one in
Stock brokering and the other in Insurance brokering.

Previous appointments

* Director General of the Telecommunications Regulatory
Commission of Sri Lanka.

® Chairman of the Sri Lanka Standards Institution and
Ceylon Shipping Corporation among others.

* Director of Lanka Coal Co. (Private) Limited.
* Director of EW Information Systems Limited.

* Director of Toppan Forms (Colombo) Limited.
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Mr R M Priyantha Rathnayake

Non-Executive
Ex officio Director

Date of appointment

28 April 2020

Skills and experience

* A special Grade Officer in the Sri Lanka
Planning Services with over 25 years’
experience.

® Holds a MSc in Agriculture from the
Agriculture University of Norway and a
BSc in Agriculture Economics from the
University of Peradeniya.

* Extensive experience in multilateral
development banking.
* Involved in mobilising foreign funding

for development projects including
bilateral negotiations, co-ordination with

development partners and lending agencies.

Other appointments

* Deputy Secretary to the Treasury.

* Director of the Securities and Exchange
Commission of Sri Lanka.

® Acting Chairman of Colombo Lotus
Tower Management Company
(Private) Limited.

® Director of Asian Infrastructure
Investment Bank representing the
constituency of Cambodia, Indonesia,
Lao PDR, Sri Lanka and Timo-Leste.

Previous appointments

® Chairman of National Savings Bank.

®* Member of the National Medicinal Drug
Regulatory Authority.

® Alternate Executive Director of the Asian
Infrastructure Investment Bank, Beijing,
People's Republic of China.

* Director of People’s Bank.

* Director of the Civil Aviation Authority of
Sri Lanka.

® Director of the Academy of Financial
Studies (Guarantee) Limited.

* Member of the Governing Council of the
University of Vocational Training.

* Director of the Sri Lanka Institute of
Tourism and Hotel Management.

* Member of the Board of Directors of
the National Aquaculture Development
Authority of Sri Lanka.

* Member of the Sri Lanka Council for
Agricultural Research Policy.

* Director of the State Pharmaceuticals
Corporation of Sri Lanka (SPC).

* Director of the Mahaweli Authority of
Sri Lanka.

* Member of the Advisory Board of the
Science and Technology Policy Research
Division of the National Science Foundation.

* Member of the Sri Lanka Economic
Association.

® Commission member of Insurance
Regulatory Commission of Sri Lanka.

Mr G Harsha Wijayawardhana

Independent
Non-Executive Director

Date of appointment

14 January 2020
Ceased to be a Director w.e.f.
13 January 2023.

Skills and experience

* |T professional with over 20 years of
wideranging experience in the ICT
industry.

* Has been involved in Government ICT

projects including Government networks.

* Established the Software Development
Unit of the University of Colombo.

* Held responsibility for key national
level software projects such as the
Automated Fingerprint Identification
System (AFIS) of the Police, etc. and
developing the Electronic Government
Procurement System of Sri Lanka with
the Ministry of Finance.

* Holds a Bachelor of Science Degree
majoring in Biochemistry and Chemistry
and Minor in Mathematics from the
University of Miami, USA.

* A Chartered fellow of the British
Computer Society.

* Has published several scientific papers
and authored several books and is
honoured as an ICT pioneer of Sri Lanka
by ICTA,LK Domain Registry and ISOC Sri
Lanka Chapter.

Other appointments

* Director/CEO of Amsoft (Private)
Limited.

® COO/CTO of Theekshana (Affiliated
Company of the University of
Computing (UCSC)).

* Founding Director of LK Domain
Registry.

* Member of Consultative Committee,
Sinhala Dictionary Compilation Institute.

® Chairman of the newly regrouped Local
Language Working Group under ICTA.

Previous appointments

® Served on the Board of Directors
of Lanka Government Information
Infrastructure Limited.

®* Has served as an ICT Consultant to
the Telecommunications Regulatory
Commission of Sri Lanka.

®* Has served as a Head/Consultant to the
UCSC/Software.

®* Has served as an ICT Consultant to the
Presidential Secretariat.

Mr A C Manilka Fernando

Independent
Non-Executive Director

Date of appointment

21 April 2020
Ceased to be a Director w.e.f.
21 April 2023.

Skills and experience

* A Banking, Strategy, Accounting and
Finance professional with over 40 years
experience in Sri Lanka and overseas
organisations.
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Consulting/advisory services for projects

in strategic planning, restructuring and
organisational development at a range
of organisations including Commercial
Banks and Non-Bank Financial
Institutions.

A Fellow Member of the Institute of
Chartered Accountants of Sri Lanka.
Underwent special training at Harvard
University and INSEAD.

Holds a MBA degree from the University
of Georgia, USA.

Other appointments

Non-Executive Director of Softlogic
Finance PLC.

Previous appointments

Senior management positions in the
financial services sector at Citibank,
Mashreq Bank (Dubai, UAE), NDB Bank

and Al Rajhi Bank (Riyadh, Saudi Arabia).

Has been a Director of several other
companies in the private sector.

Visiting Lecturer at the Institute of
Chartered Accountants, University of
Colombo and other institutions.

Major General (Rtd.)
G A Chandrasiri VSV

Independent
Non-Executive Director

Date of appointment

08 January 2021

Skills and experience

Experience in public sector processes
and regulations through leadership
positions in the public sector.

A Graduate from the National
Defense College, India and Defence
Services Command and Staff College,
Bangladesh.

Special recognitions awarded include
the Rana Wickram Padakkama (RWP),
Vishishta Sewa Vibushanaya (VSV) and
Uththama Sewa Padakkama (USP).

Other appointments

Chairman of Airport and Aviation
Services (Sri Lanka) (Private) Limited.

Previous appointments

[llustrious military career of 35 years,
holding a number of key command and
staff appointments in the Sri Lanka Army
including;

— Chief of Staff of the Sri Lanka Army
(2nd in Command of the Army).

— Major General Sri Lanka Army.

— Principal Staff Officer at the Joint
Operations Command Headquarters
and Regimental Commander of the
Sri Lanka Army Special Forces and
Sri Lanka Armoured Corps.

— Commander of the Security Forces
Headquarters, Jaffna.

— Military Security Co-ordinator to
HE the President.

— Competent Authority for the
resettlement of Internally Displaced
People in the Northern Province in
the aftermath of war.

Governor of the Northern Province.

Prof Kithsiri Liyanage

Independent
Non-Executive Director

Date of appointment

31 March 2023

Skills and experience

Highly experienced Engineer, with
over 25 years of service in
academia - in Sri Lanka, Japan, and
the United States.

Holds a Doctorate in Electrical
Engineering from the University of
Tokyo, a M.Eng from the same university,
and a BSc.Eng (Hons) in Electrical

and Electronic Engineering from the
University of Peradeniya

Board of

Directors

He is a fellow of the Institute of
Engineers Sri Lanka (IESL), a Senior
Member of Institute of Electrical and
Electronics Engineers, USA (IEEE), and a
Chartered Engineer.

Involved in several national-level

roles with key Government Ministries,
Departments, and advisory bodies and
committees.

Other appointments

Senior Professor, Department of
Electrical and Electronic Engineering,
University of Peradeniya

Previous appointments

Secretary to the Ministry of National
Policies, Economic Affairs Child Youth
and Cultural Affairs

Chairman, Public Utilities Commission of
Sri Lanka (PUCSL)

Chairman, Engineering Service Board

Member of the National Salaries & Cadre
Commission (NSCC)

Dean, Faculty of Engineering, University
of Ruhuna.

Dean, Faculty of Graduate Studies,
Sri Lanka Institute of Information
Technology (SLIIT).

Director, Information Technology Center
and Computing Center, Faculty of
Engineering, University of Peradeniya.

Head, Electrical and Electronic
Engineering Department, University of
Peradeniya.

Director, MILODA Academy of Financial
Studies.

Faculty member, University of Tokyo,
University of Washington, and University
of Peradeniya.

Visiting faculty member, University
of Tokyo, Oulu University, and Meijo
University.

Ms Janaki Senanayake Siriwardane

Secretary, Bank of Ceylon/
Secretary to the Board

Profile is given on page 32.
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Corporate
Management

MrARF
John Pulle
Mr K A Ajith MrKAD
Karunarathne Wijayawardhane

Mr B K
Gurusinghe

Mr M P Ruwan
Kumara
Ms W B P Mr W P Russel
Rathnayake Fonseka

Mr H Priyal
Silva

MrD S
Muthukudaarachchi
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MrY A
Jayathilaka

Mr K ED
Sumanasiri

Mr G A
Jayashantha

MrRMN
Jeewantha

Ms Janaki Senanayake
Siriwardane

Mr S
Sivanjan

MrMRN
Rohana Kumara

Mr Nilantha
Meneripitiyage

Mr P Maduwantha
Liyanage

Corporate
Management

Mr Sameera
D Liyanage
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Mr K E D Sumanasiri

Outgoing General Manager
(Appointed as the General Manager in
August 2021)

Skills and experience

Counts over 32 years of multi-disciplinary
experience within the Bank with expertise
in credit and people management. During
his career at the Bank, he has served in
areas of Retail Banking, Micro Finance,
Corporate Finance, Recoveries, Learning
and Development and Human Resource
Management.

BSc. (Honours) Degree in Business
Administration (University of

Sri Jayewardenepura), Management
Development Programme for Key
Management Personnel (Postgraduate
Institute of Management), Special
Management Course of higher Management
and Public Policy for Business Leadership
(Postgraduate Institute of Management),
training programme offered by the Harvard
Business School of USA, Associate Member
of the Institute of Bankers of Sri Lanka

and Chartered Institute of Personnel
Management Sri Lanka.

Mr W P Russel Fonseka

Incoming General Manager
(Appointed as the General Manager in
January 2023)

Skills and experience

Over 32 years of experience in the Bank
across its local and overseas operations,
specialising in Financial Management,
Budget and Strategic Planning.

Other areas of experience includes Retail
Banking, International Operations, Treasury
and Investment and Corporate and Offshore
Banking.

BSc (Special) Degree in Business
Administration (University of

Sri Jayewardenepura), MBA (University of
Southern Queensland, Australia) Advanced
Management Programme at the Harvard
Business School, USA, Fellow Member of
the Institute of Chartered Accountants of
Sri Lanka and a Senior Fellow Member of
the Institute of Bankers of Sri Lanka.

Ms Janaki Senanayake Siriwardane

Secretary, Bank of Ceylon/

Secretary to the Board

(Appointed to the Corporate Management
in October 2010)

Skills and experience

Over 26 years of experience in the Bank
in Company Secretarial and Corporate
Governance.

An Attorney-at-law by profession
with an LLB.

MBA (Merit) from the University of
Colombo.

Mr D S Muthukudaarachchi

Deputy General Manager

(Recovery Corporate)

(Appointed to the Corporate Management
in February 2020)

Skills and experience

Over 32 years of experience in diverse
aspects of the banking operations.

Wide experience in Retail and Corporate
Banking specialising in Credit Management,
Credit Risk and Overseas Branch
operations.

BSc (Special) Degree in Estate
Management and Valuation
(University of Sri Jayewardenepura).

Mr Y A Jayathilaka

Deputy General Manager

(Development Banking and Branch Credit
Operations — Range Il)

(Appointed to the Corporate Management
in February 2020)

Skills and experience

Counts over 25 years of experience in
multi-disciplinary roles in Branch operations,
Treasury and Overseas operations, Project
Management, Process Automation,
Products and Process Development, Credit
operations, and Recoveries.

Has been involved in the implementation

of major IT projects such as Core Banking
system and Trade Finance systems in BoC
UK Ltd., Core Banking and Teller system
upgrade of the Bank, DMS and Workflow
Automation System, and several other
customer-facing digital offerings of the Bank.

BSc (Special) Degree in Business
Administration (University of

Sri Jayewardenepura), Master of Business
(Finance) Degree (University of Kelaniya),
Diploma in Banking and Finance, Associate
of the Institute of Bankers of Sri Lanka,
and Advanced Course in Strategic
Management from the Postgraduate
Institute of Management (University of Sri
Jayewardenepura).
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Mr H Priyal Silva

Deputy General Manager

(Branch Operations)

(Appointed to the Corporate Management
in February 2020)

Skills and experience

Counts over 25 years of extensive
experience in various aspects of banking
specialising in Finance, Corporate,

Retail and Development Banking,
International and Treasury operations and
Branch operations including Sales and
Marketing.

BBA Second Class (Upper Division) Degree
(Specialised in Marketing) (University of
Ruhuna), MBA in Accountancy (University
of Kelaniya), Postgraduate Diploma in
Business Administration and Postgraduate
Diploma in Professional Marketing from the
Chartered Institute of Marketing UK, and
Associate Member of Institute of Bankers of
Sri Lanka.

Mr G A Jayashantha

Chief Risk Officer
(Appointed to the Corporate Management
in September 2020)

Skills and experience

Over 25 years of experience in the Bank
with specialised skills in Retail Credit,
SME, Treasury Operations and Assets and
Liability Management, Risk Management
and Corporate Credit including Offshore
operations.

BSc (Special) Degree in Business
Administration (University of

Sri Jayewardenepura), MA in Financial
Economics (University of Colombo),
Diploma in Credit Management (Institute of
Bankers of Sri Lanka), Associate Member of
Institute of Bankers of Sri Lanka.

Ms W B P Rathnayake

Deputy General Manager (Compliance)
(Appointed to the Corporate Management
in September 2020)

Skills and experience

Experience in all aspects of commercial
banking with local and international
exposure during her career spanning over
25 years.

Expertise in Corporate and Retail Credit and
Risk Management and was instrumental in
developing risk management policies and
tools for the Bank.

BSc (Special) Degree in Agriculture
(University of Ruhuna), MBA (Open
University of Sri Lanka), Postgraduate
Executive Diploma in Bank Management
(The Institute of Bankers of Sri Lanka)
International Diploma in Governance, Risk
& Compliance (International Compliance
Association, UK) and Associate Member of
the Institute of Bankers of Sri Lanka.

Mr R M N Jeewantha

Deputy General Manager

(International, Treasury and Investment)
(Appointed to the Corporate Management
in September 2020)

Skills and experience

Over 20 years of Banking experience in the
areas of Treasury Management, Investment
Banking, Financial Management, Credit
Management and Retail Banking.

BSc (Special) Degree in Accountancy
(University of Sri Jayewardenepura),

MBA from the Postgraduate Institute of
Management (PIM), Member of the Institute
of Certified Professional Managers of

Sri Lanka (ACPM) and Associate Member of
the Institute of Bankers of Sri Lanka.

Corporate
Management

Mr M P Ruwan Kumara

Deputy General Manager

(Finance and Planning)

(Appointed to the Corporate Management
in September 2020)

Skills and experience

Over 20 years of experience in banking
specialising in Financial Management,
Strategic Planning, Investment Banking,
Commercial and Overseas Banking
operations.

BSc (Special) Degree in Accountancy
(University of Sri Jayewardenepura),
Commonwealth Executive MBA (CEMBA)
(Open University of Sri Lanka), Fellow
Member of the Institute of Chartered
Accountants of Sri Lanka, Associate
Member of Certified Management
Accountants of Sri Lanka, Associate
Member of the Institute of Bankers of
Sri Lanka and Member of the Sri Lanka
Institute of Directors (SLID).

Mr S Sivanjan

Deputy General Manager

(Support Services)

(Appointed to the Corporate Management
in September 2020)

Skills and experience

Over 20 years of banking experience

in Retail Branch operations, Credit,
Recovery, Development Banking, Branch
Transformation, Microfinance and Overseas
operations.

BSc First Class Honours Degree in Science
(University of Jaffna) and MBA (University
of Colombo) specialising in Marketing.
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Mr B K Gurusinghe

Chief Legal Officer
(Appointed to the Corporate Management
in September 2020)

Skills and experience

Attorney-at-law from the Sri Lanka Law
College.

Over 25 years of experience as a banking
professional, with expertise in Corporate
Banking, Retail Banking, Credit and
Organisational Transformation.

BSc (Special) Degree in Business
Administration (University of

Sri Jayewardenepura), Commonwealth
Executive MBA (CEMBA) (Open University
of Sri Lanka), Postgraduate Diploma in
Business and Financial Administration
(PgDBM) from the Institute of Chartered
Accountants of Sri Lanka, Diploma in
Credit Management (Institute of Bankers
of Sri Lanka), Membership in several
organisations such as the Institute of
Bankers of Sri Lanka and the Sri Lanka
Bar Association.

Mr M R N Rohana Kumara

Deputy General Manager

(Recovery Provinces, Business Revival and
Rehabilitation)

(Appointed to the Corporate Management
in January 2021)

Skills and experience

Over 20 years of experience in the
Bank including executive leadership
roles in Recovery, Retail Credit and
Project Finance.

Contributed towards enhancing
organisation-wide credit skills through his
role as a resource person of the Bank's
Central Training Institute.

BSc First Class Degree in Mathematics
(University of Kelaniya), Executive Diploma
in Leadership (Northern Illinois University,
USA) and Associate Member of the Institute
of Bankers of Sri Lanka.

Mr A R F John Pulle

Deputy General Manager

(Branch Credit Operations Range I)
(Appointed to the Corporate Management
in July 2021)

Skills and experience

Over 31 years of experience in all aspects
of commercial banking, specialising in
Treasury Management, Retail Banking,
Risk Management and Overseas Banking
operations. He has also served as the Head
of Treasury in Bank of Ceylon, Chennai and
as the Chief Executive Officer of Bank of
Ceylon (UK) Ltd in London.

B.Ph First Class Degree in Philosophy from
the Universita’ Pontificia Salesiana, Italy and
an Associate Member of the Institute of
Bankers of Sri Lanka.

Mr Nilantha Meneripitiyage

Deputy General Manager

(Corporate and Offshore Banking)
(Appointed to the Corporate Management
in July 2021)

Skills and experience

Career banker with over 30 years'
experience in both local and overseas
operations in areas such as Corporate
Banking, Retail Banking, Risk Management,
Credit Card operations, Treasury operations
and Information Technology.

Has served as the Chief Executive Officer/
Executive Director of Bank of Ceylon (UK)
Ltd., and Assistant General Manager (Risk
Management). His experience includes the
handling of large-scale businesses and
government sector infrastructure projects.

BSc (Management) Honours (Special)
Degree and a Master of Science
(Management) degree from the University
of Sri Jayewardenepura, Diploma in Banking
and Finance, Associate of the Institute of
Bankers Sri Lanka.

Served as a visiting lecturer affiliated to
the Post Graduate Studies Department of
the University of Moratuwa, The Institute of
Bankers of Sri Lanka, Export Development
Board and the Central Training Institute of
the Bank of Ceylon.
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Corporate
Management
Mr K A D Wijayawardhane Mr P Maduwantha Liyanage
Deputy General Manager Chief Internal Auditor
(Human Resource) (Appointed to the Corporate Management
(Appointed to the Corporate Management in December 2014)
in October 2021)
A finance professional with over 23 years of
Over 20 years of experience in the Bank experience in banking and finance.
specialising in Branch Banking, executive
leadership in Human Resource operations, Prior to joining Bank of Ceylon as the
Credit and Retail Banking. Chief Internal Auditor, he has served at the
Commercial Credit and Finance (PLC) Ltd.
BSc (General) Second Class (Upper and Pan Asia Bank in the same capacity.
Division) Honours Degree (University
of Kelaniya), Postgraduate Diploma in BSc (Special) Degree in Accountancy and
Business Management (University of Financial Management (University of
Wayamba), Diploma in Banking and Finance  Sri Jayewardenepura), Fellow member of
from the Institute of Bankers of Sri Lanka the Institute of Chartered Accountants of
and Life Member of the Association of Sri Lanka and Member of Certified
Professional Bankers (APB), Sri Lanka. Information Systems Auditors (CISA) of
ISACA - USA.
Mr K A Ajith Karunarathne
Deputy General Manager Mr Sameera D Liyanage
(Product and Banking Development) Chief Marketing Officer
(Appointed to the Corporate Management (Appointed to the Corporate Management
in December 2021) in August 2020)
Over 20 years of experience in the Bank Over 24 years of professional expertise in
specialising in the areas of Branch Banking,  banking and marketing across both public
Trade Finance, Corporate and Premier and private sector Institutions.
Banking operations.
Awarded the Chartered Marketer status
Multi-disciplinary experience in Retail in 2015 by the Chartered Institute of
Banking and executive leadership roles in Marketing (UK).
multiple provinces with responsibility for
Business promotion, Administration and Postgraduate Diploma in Marketing from
Human Resource. the CIM UK, Member of the CIM UK, SLIM
and Association of Professional Bankers
BSc (Special) Degree in Business Sri Lanka.
Administration (University of
Sri Jayewardenepura), Master of Business
Administration (Wayamba University of
Sri Lanka), Member of AAT and Associate
Member of the Institute of Bankers of
Sri Lanka.
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Executive
Management

Ms P P M Wijesekara
Assistant General Manager —
Credit Audit

Ms J Gnanasambanthan
Assistant General Manager -
Treasury Back Office

Mr 1S N Perera
Assistant General Manager -
Accounting and Tax

Ms D R C S Udayakumari
Assistant General Manager -
Branch Operations

Ms A M R D Subasinghe
Assistant General Manager —
Recovery Provinces

Ms R M M Weerasekera
Assistant General Manager -
Branch Credit (Range 1)

Ms S P C K Fernando
Assistant General Manager -
Corporate Credit

Mr W M A Wanigasekera
Assistant General Manager -
Superannuation Schemes

Ms T Perera
Assistant General Manager -
Training and Development

Ms M M R P Fernando
Assistant General Manager -
Trade Services

Ms Zeena Ruwais
Assistant General Manager -

Budget, Strategic Planning and MIS

Ms P M Withana Arachchi
Assistant General Manager -
Centralized Operations

Mr K G C Deepal
Assistant General Manager —
Information Systems Audit

Ms K P Mallika
Assistant General Manager -
Investigations

Mr G K G Mahinda Bandara
Assistant General Manager -
North Central Province

Ms HM M D Herath
Assistant General Manager —
Overseas Branches
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Ms S HM M P Herath
Assistant General Manager —
Offshore Banking

Ms K K | C K Kannangara
Assistant General Manager -
Recovery Corporate

Ms S Pirapaharan
Assistant General Manager -
Central Credit Operations

Mr S K Wickramasinghe
Assistant General Manager -
Pettah Branch

Ms C P C Abeyratne
Assistant General Manager -
IT (Operations/Technical Support)

Ms N W J S P Nanayakkara
Deputy Chief Legal Officer
(Recovery)

Mr S B AM G S Arampath Mr M M E | Bandara
Country Manager — Assistant General Manager -
Malé Electronic Banking Centre

Executive
Management

MrM TS A Perera

Assistant General Manager —
Product Development and Business
Process Re-Engineering Project

Mr S Aruna Kumara
Chief Executive Officer -
Bank of Ceylon (UK) Limited

Mr D A S S Wimalasiri Ms K J Yogaratnam
Assistant General Manager - Country Manager -
Consumer and Development Banking Chennai

Ms J M P W Tilakaratna
Deputy Chief Legal Officer
(International, HR and General
Operations)

Ms N N Nishanadee
Deputy Chief Legal Officer (Credit)

Mr W M N D Dayawansa
Assistant General Manager -
Sabaragamuwa Province

Mr J K D Dharmapala
Assistant General Manager -
Compliance
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Executive
Management

Ms K Deepa Kumari
Assistant General Manager -
Credit Risk

Ms W K L B N Samanthie
Assistant General Manager -
Western Province South

Mr S W M S Wijesinghe
Assistant General Manager -
Central Province

Mr H K Rajapakse
Assistant General Manager -
IT (Delivery Channels)

Mr S P K Liyanage
Assistant General Manager -
Western Province North

Mr R M Samarakkody
Assistant General Manager -

Market Risk and Operational Risk

Mr A T Hettiarachchi
Assistant General Manager -
Marketing

Ms W A G L Weerakkody
Assistant General Manager -
Branch Credit (Range II)

Mr D M A Madhawa
Assistant General Manager -
Corporate Relations

Mr V Sivananthan
Assistant General Manager -
Northern Province

Ms S S T Kulasekera
Assistant General Manager -
Project Finance

Ms M A D P Dias
Assistant General Manager -
Human Resource Operations

Mr A R Mallikarachchi
Assistant General Manager -
Administrative Services

Mr A W R Thushantha
Assistant General Manager -
Treasury

Ms P Chandradeva
Assistant General Manager -
IT (Security and Compliance)

Mr N Krishnakumar
Assistant General Manager -

Business Revival and Rehabilitation

(Corporate)
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Mr | K Nawaratne
Assistant General Manager -
Uva Province

Mr 1 U K D Wijegunawardena
Country Manager —
Seychelles

Ms B C Martyn
Assistant General Manager -
Eastern Province

Mr S Sabesan
Assistant General Manager -
Sustainable Banking

Ms NRD N Perera
Assistant General Manager -
Western Province Central

Mr O G C G Bandara
Assistant General Manager -
Research and Development

Mr S AN C Piumal
Assistant General Manager -
Digital Product Promotions

Mr M R A Shakoor
Assistant General Manager -
Investments

Mr R P D R R Ruwanpathirana
Assistant General Manager -
International

Mr D KR Delgoda
Assistant General Manager -
North Western Province

Mr KW Y B Premarathna
Assistant General Manager -
Southern Province

Mr KM C N Kodituwakku
Assistant General Manager -
IT (Application Systems)

Executive
Management

Ms T S Senanayake
Assistant General Manager -
Operational Audit

Mr S K Gajanayaka

Assistant General Manager -
Business Revival and Rehabilitation
(Provinces)

Mr B V C G P Ranasinghe
Assistant General Manager —
Metropolitan Branch
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Value Creation

Model

T

Financial Capital

||($ LKR 254.1 billion

shareholder’s funds

LKR 3.3 trillion | LKR 646.0 billion
deposits borrowings
Manufactured

—

h Capital

2,1 66 Customer touch points

LKR 34.8 billion worth of fixed assets

Human Capital

1‘ 8,209 employees

59% female representation

11+ years LKR 73.9 million

average length investment in training

of service and development
Social and

Relationship Capital

w

14.9 million customers

784

correspondent
relationships

602

registered suppliers
and service providers

Intellectual Capital

LKR 53.9 billion

brand value

Natural Capital

25,301.4 Mwh

energy consumption

283,463 m? water consumption

47 acres land area utilised by the Bank

2 new special loan schemes introduced for
green technology

Business lines

o

Retail Banking
(pages 65 to 69)

Corporate and
Offshore Banking
(pages 70 to 73)

O

International, Treasury,
Investment, and
Overseas Operations
(pages 74 to 77)

VALUE TRANSFORMATION ~

o

o

Lending
Refinancing

Transactional banking and

payment services

Deposit accepting
Fund management

Trustee, custodian and
portfolio management
services

Investment banking

Foreign exchange and
securities management

Advisory services

Trade financing

Fundamentals

Sound corporate
governance and risk
management
(pages120 to 156)

Stakeholder
outcomes
(pages 78 to 118)

Resource allocation
and capital trade-offs
(pages 53 to 54)

BANK OF CEYLON

o
@G

Bankers to the Nation

Embedding
sustainability
(pages 55 to 59)
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Value Creation
Model

L outeuts QR OUTCOMES

OVERVIEW

© Access to capital
LKR 2.6 trillion (+0.3%)

gross loans and advances portfolio

© Accessto
financial services

620.5 million (+21%)

transactions processed

© Modern digital banking
LKR 1.8 billion

investment in digital infrastructure

48%
of transactions through digital or
electronic banking channels

614,401
registrations for digital banking products
and platforms

© Sound investment thesis
LKR 1.6 trillion (+44%)

fund management portfolio

LKR 146.0 billion (+117%)

interest income from investments

© Employee remuneration,
training, and development

average 16 man-hours
of training delivered per employee

LKR 29.0 billion (+16%)

staff salaries, wages, and incentives

>

Macroeconomic stability

2,500 USD 3.2 billion LKR 31.9 billion
direct and indirect inward remittances | Value to the
Government

jobs created recorded

National development

USD 1.9 billion LKR 52.6 billion
facilitated for fuel and gas in concessionary facilities to
importation MSMEs during the year

Financial inclusion

LKR 570.0 million
transactions executed through
BoC Connect

LKR 13.1 billion
disbursed to the
microfinance sector

31%
of microfinancing to women-owned/women-headed businesses

Resilient businesses

LKR 74.4 billion 33 22
moratoria granted businesses successfully = businesses under

rehabilitated revival support

Satisfied customers

35 78%
Net promoter score Customer satisfaction rate

High-performing team

588 LKR 3.5 million

merit-based value addition per
promotions awarded | employee

LKR 3.8 million
profit per employee

Stable and sustainable bank

77% 14%
total income growth asset growth

LKR 53.9 billion
brand value

Response to local and global challenges

LKR 4.7 billion LKR 711.6 million 3,219.3 Mwh
financing disbursed new facilities under solar power
after ESMS green financing generated
compliance
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Economic
Value Added (EVA)

An analysis of the Bank’s value creation and allocation among the key stakeholder groups is depicted below:

2022 2021 Change
LKR million LKR million %
VALUE ADDED
Income earned by providing banking services 494,578 284,832 74
Cost of Services (252,715) (140,946) 79
Value added by banking services 241,863 143,886 68
Non banking income 18,571 5,531 236
Impairment charges for loans and other losses (87,156) (43,734) 99
Value Addition 173,278 105,683 64
Value Allocation
To Employees
Salaries, Wages and Other Benefits 28,991 24,982 16
To Government
Dividends paid to Government of Sri Lanka 346 1,846 (81)
Income Tax 13,550 9,836 38
Surcharge Tax 6,739 - 100
Taxes on financial services 11,313 9,027 25
31,948 20,710 54
To Community
Social responsibility projects 60 80 (24)
To Providers of External Funds
Interest on other borrowings 89,293 16,944 427
Interest on debt issued 8,358 7314 14
97,651 24,259 302.54
To Expansion and Growth
Retained Profit 31,626 35,744 (12)
Surcharge Tax (6,739) - 100
Depreciation and amortisation 4,287 4,146 3
Deferred Taxation (14,546) (4,237) 243
14,628 35,653 (59)
173,278 105,683 64

Economic Value Added (EVA) indicates the true economic profit of an organisation. EVA is an estimate of the amount by which earnings

exceed or fall short of required minimum return for shareholders at comparable risks.

2022 2021
LKR million LKR million
Invested capital

Average shareholders’ funds 213,042 177,090
Add: Average cumulative impairment provision for loan losses and other losses 244,864 162,906
457,906 339,996

Return on invested capital
Profit after taxation 31,972 37,590
Add: Impairment provision for loan losses and other losses 87,156 43,734
Less: Loans written off (19) (77)
Total return on invested capital 119,110 81,247
Opportunity cost of invested capital* (104,265) (19,210)
Economic value added 14,844 62,037
22.77% 5.65%

*Calculated based on weighted average 12 months Treasury bill rate 2022 - 22.77% (2021 - 5.65%)
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Global Economy

Economic activity, which was severely
hampered by the pandemic in the
previous years, saw continuation of
COVID-19 pressures as China responded
to rising caseloads that peaked in late
2022; leading to prolonged lockdowns
and delayed reopening of borders.
Additionally, escalation of the conflict
between Russia and Ukraine into wider
geopolitical turbulence, further disrupted
global energy markets and intensified
pressure on already fragmented supply
chains. The conflict in Europe swept the
global economy back into crisis mode
and affected global growth prospects.
However, reopening of economies
towards the end of the year, particularly
in China, contributed to an uptick

as overall GDP growth in 2022 was
estimated at between 2.9% and 3.4% .

The ongoing conflict in Ukraine
continued to impact prices of key global
commodities in 2022 as oil, gas, steel,
and grain prices reflected the turbulent
geopolitical climate, even as economic
sanctions against Russia have added

to the market impact. While commodity
prices saw a gradual decline towards the
end of the year, currency depreciation
especially in developing and emerging

economies has resulted in persistence of

high costs in local currencies.

Rates of inflation reaching the highest
point in several decades remained a
significant concern for many countries,

resulting in a concentrated impact on
communities as cost-of-living climbed
steeply and impacted household
budgets while eroding purchasing
power. Inflationary pressures declined
somewhat towards the end of 2022,
through the concerted efforts of the
Central Bank driven monetary tightening
and resulting slowdown of economic
activity. However, high core inflation

has persisted in many countries, setting
the stage for continued inflationary
pressures to be felt across the globe in
the year to come. Continued intervention
from central banks in the form of raising
interest rates is expected to increase the
cost of borrowing for consumers and
businesses who are already grappling
with higher cost of goods and services.

Real GDP Growth Rate

(%)

-12
2020 2021 2022 2023
(estimated)  (forecast)

® Global
e Sri Lanka

Emerging markets e South Asia

ii World Bank. 2023. Global Economic Prospects, January 2023. Washington, DC: World Bank.

Operating
Context

Sri Lankan Context

On the back of two years of economic
challenges following the Easter Sunday
attacks and the COVID-19 pandemic,

Sri Lanka experienced the fallout

of multiple economic shocks that
pronounced the effects of long-standing
structural issues and fiscal, external
sector, and financial sector imbalances.
2022 proved to be the most challenging
year for the Country since achieving
independence. With estimates indicating
Sri Lanka's economy could have
contracted by as much as 9.2% in 20227,
this stark turnaround reversed the gains
of 2021, in which the economy had
displayed signs of a slow recovery and an
overall GDP growth rate of 3.3%.

The Country’s fiscal position that had
been deteriorating over the last two years
amidst reduced government revenue

and increased expenditure, worsened
significantly during the year. 2022 saw the
state’s foreign reserves reach precariously
low levels as servicing obligations and a
growing import bill pressured an already
cash-strapped position.

Inward remittances that had seen a
decline in the previous years continued
to impact the Country in 2022, alongside
sluggish recovery in tourism earnings.
Following the Central Bank of Sri Lanka
(CBSL) decision to float the exchange
rate in March 2022, the SL Rupee
depreciated sharply. Sri Lanka’s import
costs bore the brunt of rising energy
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Operating
Context

prices in line with global trends, and were even more pronounced because of the
depreciating Rupee. At the same time, the Government announced default of foreign
debt obligations at the beginning of the second quarter, resulting in a downgrade of
sovereign credit rating.

USD vs LKR (Jan 2021 - Jan 2023)

LKR

375

/

225 /
150
75
0 — T T T T T T T T
Jan'21 Apr 21 Jul'21 Oct 21 Jan 22 Apr 22 Jul 22 Oct 22 Jan 23

Source: Central Bank of Sri Lanka

During this period, shortages in import of essentials such as fuel, gas, and

pharmaceuticals were commonplace, leading to disruptions to business and transport,

social unrest, public protests, and change in Government at the beginning of the third
quarter.

Sri Lanka's inflation, meanwhile, reached to extraordinary levels, peaking at nearly 70%

in the last quarter of 2022. In response to hyper-inflationary pressures, CBSL took
steps to tighten monetary policy and raise interest rates by a significant margin.

Inflation: CCPI and NCPI

%

75

o 7

45

30
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20 20 20 20 20 20 21 21 21 21 21 21 22 22 22 22 22 22 28

mm CCP| e NCPI

Source: Central Bank of Sri Lanka

Shift to a high interest rate regime, a depressed economic environment, and rating
downgrades placed severe pressure on the Country’s financial sector.

Economic Stressor

Float of exchange rate

Stakeholders impacted "

Customers Business Community and

partners Environment

Floating of the exchange rate narrowed
influence of the kerb-market and incentivised
inward remittances through formal channels.
Further relaxing of FOREX related restriction
in 2023 indicates continued moves towards a
market-driven exchange rate.

Export customers recognised an increase
in margins and enjoyed the benefits of
greater price-competitiveness, as did the
Country’s tourism sector.

However, import-reliant customers
recognised an increased expenses and
demand decline that eroded margins.
Import restrictions also hampered
business. Heavy reliance on imported
inputs also impacted a much wider
range of local industries and contributed
to cost-push inflationary pressure.
Customers representing local industries
benefited by import substation saw new
growth opportunities.

Retail customers recognised an increased
cost of goods and services that had an
import footprint, and price increases
across the board due to rising transport
costs. Communities saw commodity
shortages and price escalation that placed
pressure on food security. Price escalation
even affected what was considered basic
foods: such as dhal, rice, and dried fish, all
of which had a significant import footprint.
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Hyper-inflationary
environment

Stakeholders impacted R

2

Employees Community and
Environment

Business
partners

Customers

Extraordinary inflationary pressures
resulted in significant increase in cost of
living felt by all citizens of the Country.
Corporate customers were also affected by
inflationary pressures as cost of services
and utilities increased dramatically.

Foreign exchange
liquidity crisis

Stakeholders impacted e

Customers Business  ghareholder Community and
partners and fund Environment
providers

Forex became one of the most critical
and limited resources in the Country,
during 2022.

Lack of foreign exchange liquidity led to
shortages of essential goods. The impact
was felt broadly, including in transport,

power and energy, food, and healthcare.

Disruptions to transport and electricity
hampered communities across the
Country and placed heavy pressure on
business continuity for customers.

The FOREX liquidity crisis also placed
pressure on customers with regard
to servicing obligations and making
essential payments.

L
ne
Sovereign default and
ratings downgrade

Stakeholders impacted R

-

Customers  Shareholder and

fund providers

Default on sovereign debt obligations
during 2022 led to downgrade of Sri
Lanka's Sovereign rating, and ratings
downgrades for financial institutions
and many corporate customers across
the board.

Operating
Context

\J

lt
oleﬁ
“o

High-interest regime

Stakeholders impacted R
D (o
BER

Customers

Business Community and
partners Environment

Employees

Sri Lanka transitioned from a low-
interest to a high-interest regime almost
overnight, as the Central Bank of

Sri Lanka (CBSL) increased policy rates
by 7% in April 2022. Policy rates were

a primary tool utilised by the CBSL in
managing inflation during the year.
Further measures by the regulator to
raise the SDFR and SLFR in 2023, are
in line with continued monetary policy
measures to curb inflation.

A three-fold increase in AWPLR lending
rate to corporate customers — served

as a dampener for credit growth to the
private sector, which also saw reduced
demand due to other external economic
stressors. Corporate customers faced
severe escalation in funding cost and
margin requirements, with largest impact
felt by highly leveraged businesses.

Retail borrowers were sandwiched by
escalated cost of living and increased
loan repayment rates. Borrowers on
variable interest rates (VIR) were hard
hit, but were supported by regulator-
driven concessions such as rescheduling
and restructuring of facilities and
concessionary rate adjustments.

Meanwhile, depositors saw gains from
higher interest rates and the market saw
increased interest in time deposits.
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Context

Banking Sector

Sri Lanka’s Banking sector saw
deterioration of asset quality
across the board as borrowers
were hard hit by the Country’s
economic crisis, further
compounded by high interest
rates. The year saw Licensed
Commercial Banks (LCBs)
impacted by higher provisions,
coupled with increased expenses
and taxes; all of which impacted
profits.

Erosion of disposable income,
deteriorating business prospects
amidst the breakdown of economic
fundamentals, fuel and energy
crises, social unrest, and political
instability severely affected
business activity. Apart from
limiting credit growth in the private
sector, these economic pressures
also resulted in higher provisioning
in loans and advances. As a result
of these changes, and continued
uncertainties, Stage 3 loans ratio
grew significantly.

However, banks saw a significant
increase in Net Interest Income
(NI1) during the course of the
year, in line with increasing
interest rates. At the same time,
depreciation of the Sri Lankan
Rupee positively affected Bank's
Income Statements by way of
revaluation gains.

Amidst pressures on liquidity and
capital adequacy, the banking
sector was given a reprieve as

the regulator permitted LCBs to
drawdown on capital conservation
buffers.

v’ Access to foreign currency funding
sources limited due to sovereign
downgrade

Decline in CASA ratio resulting in
higher cost of funds

High interest rates resulting in
narrower margins

High inflation leading to escalation
in operating cost

Erosion of customer cashflows led to
deteriorated asset quality

<« X < <« X

Limitations to loan growth due to
low demand for credit and high
interest rates

v Continuous disruption to operations
due to COVID-19, fuel crisis, and
political and social unrest

v’ Slower growth in capital investments
and expansion

vy’ Feeincome affected by import and
export restrictions

The global economy is projected to
experience a decline in growth in 2023,
with growth rates predicted to fall

to 2.9%'. The continued response of
central banks to inflationary pressures,
especially in advanced economies where
monetary authorities are attempting to

balance management without triggering
a recession, would be critical to Global
economic prospects. Persistence of
the conflict in Ukraine is another factor
that would have a decided impact on
economic activity across the globe in
2023 and beyond.

Challenges faced by the
Banking Industry Our Response

v Drive remittances to the country

v’ Facilitated to manage the foreign
currency flow of the country

v’ Provided moratoria to customers in
need

v’ Introduced a revival mechanism
instead of recovery

v~ Ensured continous banking services
amidst socio-economic crisis

v’ Employees are compensated for
increasing cost of living

v’ Strategically managed the liquidity
stress

v’ Strengthened the Balance Sheet
through prudential provisioning

While global inflation is projected to
decline to 6.6% in 2023, it is expected

to remain well above pre-pandemic
levels. At the same time, some emerging
markets and developing countries will
continue to experience extraordinarily
high levels of inflation. In this scenario,
protecting communities from rising
costs will be a point of focus for
Governments across the Globe.

i International Monetary Fund. 2023. World Economic Outlook Update, January 2023
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PESTEL
Analysis

BoC continuously monitors the operating environment using a PESTEL framework to identify material risks and opportunities that

may affect its ability to generate value in the short, medium, and long term. The following are the critical factors that influenced the
Bank's performance and strategy during the year.

»,

()
¥, Political
N

Political instability and change in the
Government during the year.

@

Economic crisis-led disruptions and
contraction of the economy in 2022.

Economic

External sector imbalance continues,
amidst foreign exchange liquidity
crisis, default on sovereign debt
obligations, and sharp devaluation of
the Sri Lankan Rupee. However, trade
deficit narrowing towards the year
end, amidst regulatory restrictions
and increased price-competitiveness
of exports.

Tourism sector faces fourth
consecutive year of depressed
performance due to global and local
factors, although numbers picked up
considerably compared with 2021.

Driven by monetary policy to curb
inflation, interest rates ballooned in
2022 after gradual increase at the
end of 2021.

Inflation levels skyrocketed and
peaked in November 2022 brought on
by global disruptions and deepening
of the Country’s economic crisis.

Sovereign rating downgrade and
resulting downgrades for corporations
and declining investor confidence.

Rising credit risk amidst deterioration
of asset quality brought on by
multiplicity of economic shocks and
protracted economic stress.

Decrease in worker remittances.

Ongoing discussions on external and
domestic debt restructuring.

Social

Outward migration growing to
unprecedented levels resulting in
drain of skilled personnel and the
attendant pressures on institutions
and households.

Social unrest and demand for more
transparency and economic stability.

Changing customer experience and
expectations.

Household stress and food
insecurity resulting from affected
livelihoods, reduced incomes,
reduced purchasing power, rising
cost of living.

People faced difficulties to make
essential FOREX payments such as
student fees etc.

Technological

Changes in the expectations, habits,
and interactions of customers in a
post-pandemic scenario (along with
increasing numbers of Millennial and
Gen Z customers more generally)
leading to greater digitalisation and
adoption of digital platforms and
processes.

Exponential efficiency and scale
benefits from Robotic Process
Automation (RPA) and workflow
automation.

Rapid growth in practical application
of Machine Learning (ML) and
Artificial Intelligence (Al) across

all sectors, including personal
interactions.

Increased cybersecurity risk
alongside greater digitalisation
across all sectors.

Environmental

* Publication of Sri Lanka's Green
Finance Direction by the CBSL,
setting a direction for the Country’s
Sustainable Financing efforts.

® Environmental risks continue to grow
in importance amidst progression of
climate change across the globe.

® Greater expectation from multilateral
and bilateral lenders for responsible
lending decisions that include social
and environmental considerations.

® Customer awareness of
environmental implications
continues to grow.

N

IT

® Regulatory restrictions on foreign
currency outflows from the banking
system.

Legal

® Import restrictions on certain
categories of commodities.

* New regulations and compliance
requirements.

® Extension of debt moratoriums
and concessions to crisis-affected
borrowers during the year, and
new concessions expected to be
announced for the new year.

* Deferment of recovery action.

* Changes in the tax regime affecting
corporates and individuals.
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OVERVIEW

LEADERSHIP
INSIGHTS

PESTEL
Analysis

Potential Impact on BoC's Strategy and Performance

The trends in the operating environment had a significant impact on the Bank's strategy and performance, presenting both
opportunities and risks that influenced the Bank's ability to create value.

Opportunities

© Shortage of foreign currency © Provision of working capital

© Increased credit risk due to reduced

FINANCIAL MANAGEMENT DISCUSSION
ANNEXES REPORTS ACCOUNTABILITY AND ANALYSIS OUR BANK

COMPLIANCE

SUPPLEMENTARY
INFORMATION

affected the Bank's ability to fund
cross-border transactions and has
led to a decrease in import-related
fee and commission income.

With limited foreign currency
resources available, certain
sectors that were of national
importance (e.g. essential
imports) had to be serviced at the
expense of other, perhaps more
lucrative opportunities.

High interest rate regime and
pressures on capital limiting
opportunities for growth of
loan book.

Loss to earnings and impact on
profit margins due to increased
provisioning.

Limitation in sourcing foreign
funding amidst Sovereign and
institutional rating downgrade.

Insufficient funds in inter-bank
market which hampered inter-
bank borrowing.

Increased regulator oversight and
reporting burden.

Supply chain and transportation
difficulties.

requirement to meet needs of
businesses affected by the crisis.

Growth in gross interest income
due to high interest regime.

Brand equity gains and customer
loyalty gains from supporting
customer priorities and national
needs during the crises.

Overseas operations, inward
remittance market-share,

and strength of cross-border
relationships hold the bank in good
stead amidst increasing criticality
of foreign exchange.

Space for growth in Bank’s role as
a Participatory Financial Institution
(PFI1) aligned with Sri Lanka’s
economic recovery.

Retention of customer base holds
promise for strong rebound and
growth aligned with Country’s
economic recovery.

Greater opportunities from

the export sector that benefits
from price-competitiveness and
nationally supported growth
opportunities.

Improve digital penetration and
digital literacy of the customer
base.

Leverage technology for increased
process efficiencies and cost
savings.

Customer experience impacted by
digitalisation stands to enhance
the Bank’s competitiveness.

repayment capability of borrowers
in the face of multiple economic
crises, resulting in adverse effects
on portfolio quality.

Increased credit risk from
government and state owned
enterprises, in light of sovereign
default and fiscal deficit.

Increased liquidity risk throughout
the year amidst regulatory
requirements, adverse impact on
portfolio quality, and shortage of
foreign currency.

Pace of digital advancement
poses a threat of technological
obsolescence.

Increased people-related risks
amidst growing outward migration
and turnover, particularly among
the younger demographic.

Increased information security/
IT risk aligned with growth in
digitalisation.

Impact of climate change on
climate-sensitive industries that
play a key role in food security,
rural development, and export
earnings.

With economic recovery a priority,
environmental issues could be de-
prioritised or downgraded.

Pressure on NIM and impact on
profitability.
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Material
Issues

Material issues are significant internal and external concerns that can impact the Bank's ability to create value and meet the needs of
stakeholders. The Bank follows a structured process to identify material topics that influence its strategy and operations, as outlined below:

@ B

i

Dynamics of the operating
landscape, Stakeholder concerns
and BoC business model

The materiality assessment for 2022 was
built on the material topics identified in
the previous year. The Bank reviewed the
scope of its material topics in line with
changes in its operations and determined
that there were no significant changes to
its reporting boundaries. In the analysis,
BoC revisited the 2021 material topics to
confirm their relevance to the Bank and
the operating conditions.

One of the two new topics added in 2020,
customer support and business revival,
continues to be material due to the
ongoing implications of economic crisis.
Meanwhile, macroeconomic developments
and policy changes, which have been
further elevated in materiality, remain
among the most significant matters

of 2022 due to the country's prevalent
economic complexities and uncertainties.

Material Topics

Stakeholder Relevant material
group topic

Customers @

ﬁ@] Customer support  sypporting business revival through
and business rescheduling/restructuring facilities,
revival cash flow monitoring and access to

finance.

Evaluate impact on the
Bank’s strategy and influence
on stakeholder decisions.

2 44

i

Ranking material issues based
on likelihood and impact

Materiality Matrix

A

)
B
[

=
)

<=
[

X
©

S
(7]
c
o

-
(1)
@
o

E

Why it is material to BoC

MODERATE HIGH

LOW

The Bank has continued to lead the
country’s economic recovery by

Low MODERATE

Impact of organisation | >

Our response to the Change
material topic during in

the year materiality
Refer: Business Line Q

Reviews pages 65 - 77.

Stakeholder Outcomes:
Customers
pages 78 — 88

i

Material issues play a
crucial role in shaping
strategy, risk management
and reporting efforts

Contribution to
UN SDGs

Corresponding
reporting
standards (GRI,
CSE-ESG Guidance,
SASB Standards for
Commercial Banks)

SASB FN-CB-240a.1 10 =
Financial inclusion and
capacity building &

SASB FN-CB-240a.2:
Financial inclusion and
capacity building
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Material
Issues

Stakeholder Relevant material Why it is material to BoC Our response to the Change Corresponding Contribution to
group topic material topic during in reporting UN SDGs
the year materiality  standards (GRI,
CSE-ESG Guidance,
SASB Standards for
Commercial Banks)
@ Customer service has emerged as Refer: Business Line ‘
the key differentiator in the intensely  Reviews pages 65 — 77.
Customer competitive banking sector of Sl CUiEemEs:
experience Sri Lanka e ——
pages 78 — 88
@ Increased thrust towards digitisation  Refer: Business Line e GRI 418: Customer
) has heightened vulnerability to Reviews pages 65 - 77. privacy
Customer privacy  cystomer privacy and security issues, Stakeholder Outcomes: SASB FN-CB-230a.2:
and data security  thereby requiring organisations to EETEE Data security
strengthen IT security frameworks pages 78 — 88
@ Responsible lending practices Refer: Business Line Q
) underpin BoC's ability to drive Reviews pages 65 - 77.
tljesgon&ble impactful socio-economic change Selalelder OuiesmEs:
ankin :
g Customers
pages 78 — 88
Stakeholder
Outcomes: Community
and Environment
pages 103 - 113
@ Driving digital excellence is a key Refer: Business Line g
— g strategic aspiration for the Bank Reviews pages 65 — 77.
igitalisation an )
technology gtasliif;sgsr Outcomes:
pages 78 — 88
Employees @ During the tail end of the pandemic in Refer: Stakeholder g GRI 403: Occupational  [FFes
early 2022 health and safety remained ~ Outcomes: Employees health and safety g‘
Employee health

-l

an area of concern. Ensuring employee

pages 89 — 99

and safety well-being in a high inflation environment
was another point of concern.
@ Employees are vital in driving Refer: Stakeholder ° GRI 407: Employment
Talent corporate strategy and are one of Outcomes: Employees GRI 402: Labour/
alen

management and
labour relations

the Bank’s most valuable assets,
underscoring the importance of
managing employee related issues
effectively.

pages 89 — 99

Management relations
GRI 404: Training and
education

GRI 407: Freedom

of association and
collective bargaining

Diversity and equal
opportunity

BoC is committed to creating a
diverse and inclusive workforce in
which employees can thrive

Refer: Stakeholder
Outcomes: Employees
pages 89 — 99

GRI 405: Diversity and
equal opportunity

®

Labour rights
(outsourced/
contract)

BoC is committed to providing a safe
and conducive work environment

for all outsourced and contract
employees engaged by the Bank

Refer: Stakeholder
Outcomes: Employees
pages 89 — 99

GRI 408: Child labour

GRI 409: Forced or
compulsory labour

Community
and
environment

Macroeconomic
developments and
policy trends

Multifaceted challenges affecting
Sri Lanka's economy and related
policy developments have a direct
impact on the financial sector’s
operations, performance and
sustainability.

Refer: Operating
Context pages 43 — 46
PESTEL Analysis
pages 47 — 48
Stakeholder
Outcomes: Community
and Environment
pages 103 — 113

13 o

L™

@

Climate change
and environmental
footprint

BoC is committed to driving down
the environmental footprint of

its operations while propagating
sustainable practices through green
lending

Refer: Stakeholder
Outcomes: Community
and Environment
pages 103 - 113

3 s
OV SN

e

GRI 302: Energy
GRI 305: Emissions

SASB FN-CB-410a.2:
Incorporation of ESG
factors in credit analysis

4
TN
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Stakeholder
group

Relevant material
topic

@

Brand reputation

Why it is material to BoC

Consistently ranked as Sri Lanka's
No.1 banking brand, the BoC brand
is a key source of competitive
advantage, underpinning its strong
market position

Our response to the
material topic during
the year

Refer: Business Line
Reviews pages 65 - 77.
Stakeholder Outcomes:
Customers

Material
Issues

Change Corresponding Contribution to
in reporting UN SDGs
materiality  standards (GRI,

CSE-ESG Guidance,
SASB Standards for
Commercial Banks)

pages 78 — 88
Shareholder @ Critical in ensuring commercial Refer: Financial Review Q 16 e
and fund - - sustainability and continued value pages 60 — 64
providers lanels generation to stakeholders : ; :
performance Business Line Reviews
pages 65 - 77
Shareholder Outcomes:
Stakeholder and Fund
Providers
pages 100-102
Regulators As a state-owned bank, BoC'’s role Refer: Stakeholder Q GRI 201: Economic
. . extends beyond traditional banking Outcomes: Community performance
Socio-economic g drive financial inclusion and socio- and Environment GRI 202 Market
contribution and  economic empowerment across the  pages 103 - 113 —
financial inclusion  igjand P L
GRI'413: Local

communities

GRI203: Indirect
economic impacts
SASB N-CB-240a.3:
Financial inclusion and
capacity building
SASB FN-CB-240a.4:
Financial inclusion and
capacity building

©

Regulatory
environment,
governance and
compliance

A strong compliance culture and
robust corporate governance
practices underpins BoC's value
creation process

Refer: Operating
Context pages 43 — 46
PESTEL Analysis
pages 47 — 48
Corporate Governance
report pages 120 — 129
Risk Management
report pages 140 — 156
Stakeholder Outcomes:

Regulators
pages 117 =118

GRI 207: Tax

GRI 419: Socio-
economic compliance
GRI 307:
Environmental
compliance

Business
partners

BoC engages with a large base of

Refer: Stakeholder

GRI 204: Procurement

_ suppliers and ensures responsible Outcomes: Business practices
Responsible practices in procurement through Partners
procurement propagation of sustainable practices pages 114 - 116
@ As a state-owned entity, nurturing Refer: Stakeholder Q GRI 205: Anti-
- . a culture of anti-bribery and anti- Outcomes: Business corruption
Bribery and anti-  corruption is vital in the responsible  Partners GRI 406 Non-

corruption

creation of shared value

pages 114 - 116

Corporate Governance
report pages 120 — 129

Embedding
Sustainability
pages 55 - 59

discrimination

SASB FN-CB-510a.2:
Business

Ethics
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LEADERSHIP
OUR BANK INSIGHTS OVERVIEW

MANAGEMENT DISCUSSION
AND ANALYSIS

Transformational Strategy

Where We are Now

? Strengths Weaknesses
® Market leaderin  ® Trust and ® Limited appeal ® Challenges in
= assets, deposits, confidence to millennials maintaining
loans, inward among public and younger consistency in
remittances * Large demographics service quality
and customer correspondent * Challenges and customer
. enetration f ; i experience
The Bank uses a comprehensive 2 banking network in rolling out il
o * Unparalleled with wide technology and ecess el
approach to determine its corporate e T —e coverage innovation due to  contact points
A ) ) ) ; ; due to extensive
strategy, resulting in the development * Leading banking * Extensive size of operations S

of a three-year Corporate Plan. To stay brand in the stakeholder ® Legacy systems i
abreast of the changing dynamics in the country partnerships and challenges in g{zgggf}gahn

. integration
operating landscape, the Plan undergoes I exposure
annual review and refinement. -

Opportunities Threats

BoC's strategy seeks to capitalise on ° Incregsing digital Qhanging ® Weakened . ° Inore.as@ng .
) ) S adoption by lifestyles of the macro-economic sophistication
its fundamental strengths, including its customers population climate and in customer
leading market position, to become a * Government thrust ® Expected stressed external demands
competitive, future-ready organisation towards exports economic sector * Intensifying

that can respond and adapt with agility to
an evolving operating environment. This
transformational strategy was initiated in
2018 and undergoes annual review and

and SME sectors

Increasing digital
literacy in the
country

Opportunities in

revival with the
post pandemic
environment and
negotiations of
debt restructuring

Downgrading
of Sri Lanka’s
sovereign credit
rating

Increasing

implications of
climate change

Cybersecurity
risks

Impact of foreign
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revision as part of the Bank's strategic cycle. pursuing green Al s Geinpeliton i) domestic debt
finance restructuring of newer, more agile restructuring.
SOE sector. banks
Where We Want To Be
Excellence in Retaining market Leading in Best in Sustainable

customer service leadership digital adoption Banking

Effectively address challenges
prevalent in the economic, social
and environmental spheres

by deploying proactive and
meaningful solutions.

Ensuring consistent
and superior customer
experience across all
brick and mortar, and
virtual platforms.

Leverage the Bank’s brand

strength and unmatched customer
penetration, offer relevant products
and superior customer experience: to
maintain market leadership position.

Transforming the
experience of both internal
and external customers
by adopting cutting-edge
technology.

How We Plan to Get There and How We Measure Success

Custqmer- Digital Rewarding credit Building a high Stability,
centricity excellence culture and healthy performing team governance and
* Net promoter score * Growth in digital credit portfolio Y — sustainable growth
® Customer satisfaction i i
o . ‘[Cranfactlons boarded * Growth in loan book ¢ Tralnllng hours per * Economic value created
; YISO @I OIS * Reduction in Stage 3 LSS ® Communit
* Customers acquired to virtual platforms ; ¢ ® Net profit per employee ; /
* Customer penetration * Digitally enabled ato. * Value added per nvestments
* Contact points ety * Facilities rescheduled/ P * Carbon footprint
* Brand strength . customers restructured . employee ) * Renewable energy
Virtually enabled * Customer awareness Female representation generated
customers programmes held
52
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[ Our Strategy
Resource Allocation and Capital Trade-Offs

The following provides a summary of progress made against the Bank’s transformational strategy. It utilises objectively verifiable
indicators where possible to measure success, describes how resource were allocated during the year, and details critical
interdependencies and trade-offs between capitals that impacted how the Bank created value in 2022.

i

Financial
capital

p—

|

Manufactured
capital

20
Human
capital

Social and
relationship
capital

v

-3ot -

A
Customer-centricity

Interest rate
rationalisation

for “Personal and
Pensioners' Loan
Schemes” covering
LKR 67.9 billion loan
exposures

LKR 2.2 billion
investment in property,
plant and equipment

19 branches relocated

One new branch and
three limited service
branches opened

67 branches and off-
site zones improved

288 training
programmes conducted
on customer service

244 workshops
conducted

1,019 customers
benefited through
education and
awareness

57 new recruitments

&

Digital excellence

LKR 1.8 billion
investment in digital
infrastructure

75 CRMs installed

66% of new
recruitments for IT and
digital services

2,706 new PoS
machines

24 new IPG merchants

©

A

Rewarding credit
culture and healthy
credit portfolio

LKR 74.4 billion
moratoriums granted

LKR 259.2 billion
impairment provision
reserve

Eight new BRRUs
established at
provincial level

163 training
programmes conducted
relating to lending

LKR 20.3 billion of
customer cash flow is
managed by BRRU

Wy

Building a
high-performing
team

LKR 27.5 billion
invested in
compensation and
benefits

LKR 73.9 million
invested in training
and development
LKR 28.9 million
invested in staff safety
and facilitation of
access during crises

588 merit-based
promotions awarded

46 branches were
awarded under BoC
Spirit Awards

57 new recruitments

Performance Challenge

Reward Scheme
incentives granted to
168 branches

/’
il

Stability, governance
and sustainable growth

LKR 60.7 million
investment in
community
engagement

USD 1.9 billion
allocated to finance
essential imports
(fuel and gas)

LKR 711.6 million new
facilities for green
technologies funded
by the Bank

USD 90 million AlIB
credit facility received
fully disbursed to
COVID-19 affected
customers at a
concessionary rate by
end of 2022

57 Solar-powered
branches as of
end 2022

259 officers trained for
E&S screening
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Our Strategy

Resource Allocation and Capital Trade-Offs

! =
u *
Xy /
S 5% G
st s T
N A NA aldlaia
Customer-centricity Digital excellence Rewarding credit Building a Stability, governance
culture and healthy high-performing and sustainable growth
credit portfolio team
Capital What did the Bank do? What did the Bank do? What did the Bank do? What did the Bank do? What did the Bank do?
trade-offs Concessions, moratoria,  The Bank’s continued The Bank prioritised The Bank is committed to  The Bank mainstreams
and provisions were investment in digital revival and rehabilitation investing in its workforce,  sustainability and aligns
enabled. infrastructure of business, as part of its  and upholds an ethos with the CBSL's Sustainable
(including cybersecurity customer-centric strategy.  of excellence and Financing roadmap through
How did the Bank do? infrastructure), and digital ~ Extension of protection performance-based career green financing, E&S
By allocating financial products and services against rising interest rates development. risk screening, financial
capital, at cost to the was made possible and provision of moratoria Supporting the staff inclusion, development
Bank's performance. . ) and concessions were through disruptions and lending, and reducing the
P How did the Bank do?  accommodated. T e Eankg environmental
) i i i i i i ootprint.
customers, contributed By allocating financial . environment is required.
to customer satisfaction, ~ caPital. How did _the Bank d_O? i > How did the Bank do?
loyalty, and brand strength. These investments By allocation of financial ~ How did the Bank do? ] _
contribute to future- capital and human capital. A ocation of financial These require a»Hocann
Result proofing the Bank’s In the long-term, support  capital by adjusting of financial capital,
; - - business model, support  provided to customers component on the salary ~ Manufactured capital, and
a gdaln‘tc;t ¢ hgn N io?a customer experience and training of staff as per the inflationary human capital.
and .reta”|onts Ilp CaPt' aI and customer retention, contributes to retaining linked index. R It
and mte egfua tﬁapé a ’k' unlock significant process creditworthy customers Thess Ivesimems resulk ESU
and ntensiies the banks efficiency improvements,  for future business, - - These investments unlock
physical footprint across ) i X - in a multitude of short, !
and result in cost savings  improves capacity of staff, di d lerEsi greater opportunity for
the country. . . . medium, and long-term . .
and increased revenue and inculcates a credit- gains. action as a PFI; improved
) Financial capital streams. conscious culture. brand presence and
(+)  Manufactured Result equity; a be.tter equipped
capital Result Result o y workforce; improved -
(+)  Social and ) , i ) ) Inclu mg.compem\ve-n.ess relationships with business
relationship capital a gdalnltc;the Eanks §toT|aI Salns to |nti\lleptlisl anhd . in attracting and retaining  partners, regulators, and
@) Intellectual capital and relationship capital, uman capital in the short  y5jent, 4 well-equipped communities; and improved
mtel\eptual cfa\pltfal, and and mgdlunjfterm, and . workforce, improved environment alongside
flnar?mal capital in the potgnt@l gains to financial employee engagement I ————
medium to long-term. capital in the long-term. and loyalty, greater impact
(-/+) Financial capital (-/+) Financial capital customer service/ (/%) Financial capital
(+)  Social and (+)  Human capital experience, and results in - ) © \1anfactured
relationship capital  (+)  Intellectual capital  9reater productivity and capital
i efficiency. .
(+)  Intellectual capital ff (+)  Human capital
(-/+) Financial capital (+) Inte!lectual capital
(+)  Human capital (+)  Socialand
(+)  Intellectual capital relationship capital
(+)  Natural capital
Progress NPS (35%) Growth in digital Growth in loan book 0.3%  Retention rate (98%) Economic value created
against our CSAT (78%) trzaogsaftlo;s volume 24% (2021 - 22%) Average 16 man-hours LKR 173.3 billion
strategy New customers acquired (2021 - 43%) Stage 3 ratio 5.3% training per employee Community investments

(4%) (652,961)
Customer penetration 67%
Contact points (61)

Customers onboarded to
virtual platforms
(2021 - 610,083)

Digitally enabled
customers 30%
(2021 - 31%)
Virtually enabled
customers %
(2021 - 11%)

(2021 - 5.1%)
Number of customers
revived 40 (2021 - 16)

Customer awareness
programmes held 1,019
(2021 - 58)

(2021 = 21.2 man hours)

Net profit per employee
LKR 3.8 million

Value added per employee
LKR 3.5 million

59% female representation
(2021 - 60%%)

LKR 60 million

Carbon footprint 27,332.6
1CO,eqv.

Renewable energy
generated 3,246.3 MWh
233 scholarships to
Nanajaya beneficiaries

2,111 Hapana Grade 5
scholarships for Ran
Kekulu account holders
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As a responsible corporate entity, Bank
of Ceylon is committed to aligning its
impact on Sustainable Development
Goals (UN SDGs) and to take holistic
action towards addressing global
challenges.

The Bank’s performance in this regard
is expressed in detail in the Stakeholder
Outcomes section of the Report, from
pages 78 to 119. The section includes
clear signposting and referencing to
highlight contribution to the SDGs.

When assessing performance against the
SDGs, the Bank evaluates contribution

to the broader principle of each goal and
also attempts to measure performance
via the globally accepted indicator
framework for the SDGs, developed by an
inter-agency expert group on the SDGs,
and adopted by the UN General Assembly
on 6 July 2017 (A/RES/71/313).

= SDG 1: No poverty
fviid

| TARGET 1.4 |

The Bank's efforts towards financial
inclusion of vulnerable and underserved
communities directly contribute to Target
1.4 and Indicator 1.4.1 — by ensuring
men and women, with focus on the

poor and the vulnerable, have equal
rights to financial services, including
microfinance.

BoC's branch network coupled with
mobile and extension services,
ensure that financial services are
easily accessible and within reach for
millions of Sri Lankans. In addition,
microfinancing initiatives and focused
development lending improve access
to finance and contribute to economic
development and poverty alleviation.

Our Strategy

Embedding Sustainability

LKR 59.4 million

disbursement to BoC
Mithuru microfinance groups
during the year

130

BoC Mithuru groups formed
during the year

LKR 4.3 billion

disbursed to women-
headed/women-owned
businesses

8%

of lending to women-
headed/women-owned
businesses (from total
lending to MSMEs)

o SDG 2: Zero hunger
&

| TARGET 2.3 | TARGET 2.a |

The Bank’s extension of finance and
support to the agricultural sector, in
particular through development lending
and advisory services that focus on
SMEs, directly contributes to SDG 2

and Target 2.3 — by creating access

to affordable capital and enhancing
knowledge that can improve agricultural
productivity and incomes of small-scale
food producers, and create increased
access to markets and opportunities

for value addition. The Bank's role as a
Participatory Financial Institution further
contributes to Target 2.a — by increasing
investment, especially through enhanced
international cooperation, for rural
infrastructure and the agriculture sector.

In 2022, the Bank has disbursed over
LKR 12.5 billion in development lending
to the agriculture sector (including
livestock, dairy, aquaculture, fisheries,
food processing and more). The Bank
also funded the Paddy Marketing Board
(PMB) with facilities amounting to

LKR 9.7 billion as at year end. PMB is the
Country’s primary institution supporting
food security, smallholder agriculture,

and livelihoods of millions of Sri Lankans.

In addition, the Bank took steps to
promote home gardening at institutional
and household level, through its network
of branches. 328 branches and 148
individuals engaged with "Shasreeka
Gewaththa" home gardening programme
in 2022.

=  SDG 3: Good health
%2 and wellbeing

[ TARGET 3.8 [ TARGET 3.c |

The Bank’s extension of facilities to the
healthcare sector, coupled with charitable
support to local and national healthcare
institutions directly contribute to

SDG 3 and Target 3.c — by contributing to
financing of the healthcare sector. Further,
the Bank's support for import of essential
pharmaceuticals during the Country’s
foreign exchange crisis, contributed to
Target 3.8 — by improving access to safe,
effective, quality, affordable, and essential
medicines and vaccines.

In 2022, the Bank extended facilities
amounting to USD 65.1 million to state
importers of essential pharmaceuticals
despite the foreign currency liquidity
crisis that existed in the Country.

LKR 430.0 million

retail loans granted to
healthcare, social and
support services
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Embedding Sustainability

4 v
EDUCATION

L]

[ TARGET 4.1 [ TARGET 4.4 | TARGET 4.a |

SDG 4: Quality
education

Supporting education is a key component
of the Bank sustainability agenda. The
Bank supports the entry of youth into
the banking sector and provides them
with continuous and comprehensive
training and development, which

directly contributes to Target 4.4 - by
increasing the number of youth who
have relevant skills to take up decent
jobs in the financial sector. In 2022, the
Bank provided training for 521 university
students and 85 audit trainees, in
addition to training 1,559 youth just out
of secondary school.

BoC's provision of educational
scholarships and support for educational
programmes, workshops, and seminars,
directly contributes to Target 4.1 — by
enabling students to stay in school,

and complementing state education

with financial support and/or innovative
learning opportunities that can lead to
better learning outcomes. During the
year, the Bank provided LKR 30 million

in scholarships through the Nana-jaya
programme; conducted 19 scholarship
seminars that reached 21,000 students
through the Nana-mihira programme;
aired educational programmes through
mainstream media (TV, radio, and print
media); developed customised education
programmes through the Bank’s tvBoC
team; organised targeted virtual seminars
for Advanced Level (A/L) students;
sponsored field visits to museums and
other locations for school children; and
carried out programmes that served as an
introduction to financial literacy.

In addition, the Bank's ongoing projects
supporting primary and secondary education,
coupled with investment in community
development through BoC Gammana, directly
contributes to Target 4.a — by supporting

the upgrade of education facilities to provide
safer, more inclusive, effective learning
environments for students.

49

staff training programmes
conducted via e-Learning,
TV BoC and MsTeams

663

total training programmes
conducted during the year

SDG 5: Gender
equality

B =0
EQUALITY

| TARGET 5.5 | TARGET 5.a |

The Bank is committed to improving
gender equality by creating opportunities
for women, within the Bank and in wider
society. Internally, the Bank's efforts
contribute to Target 5.5 — by improving
female representation and in leadership

at all levels within the Bank. In 2022, 62%
of new recruits were female, and women
make up 51% of the Bank’s total workforce.
The Bank carries out activities focusing the
female staff by "Seva Vanitha Society".

Additionally, a focus on empowering
women and women-led businesses is
part of the Bank's lending efforts, which
contributes to Target 5.a - by improving
women's access to economic resources
and financial services. During the year
2022, the Bank provided LKR 1.7 billion to
female entrepreneurs and women-owned
or women-headed businesses through
microfinancing. Further LKR 2.6 billion in
development lending was disbursed to
women-led businesses, with particular
focus on SMEs across a variety of
sectors.

431

staff availed maternity leave
during the year

324

promotions for female staff
during the year

== SDG 6: Clean water
[«l and sanitation

| TARGET 6.1 | TARGET 6.2 | TARGET 6.6 |

BoC's funding of major infrastructure
development in the water supply

and irrigation sector, coupled with
lending to the State water supply and
sanitation agencies, directly contributes
to Target 6.1 — by supporting the
achievement of universal and equitable
access to safe and affordable drinking
water. Lending to the state water supply
and sanitation sector in 2022, amounted
to LKR 362.5 million.

The Bank's community upliftment
efforts including development of

model villages through BoC Gammana
also contributes to Target 6.2 — by
upgrading rural sanitation and hygiene
infrastructure and improving access

for communities. Further, the Bank’s
environmental conservation efforts,
including reforestation and conservation
of a section of the Hurulu Forest Reserve
as part of the BoC Haritha Arana project,
contributes to Target 6.6 — by protecting
and restoring Sri Lanka’s precious water-
related ecosystems.
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SDG 7: Affordable
and clean energy

[ TARGET 7.2 [ TARGET 7.a |

As part of Bank of Ceylon's sustainable
financing initiative, the Bank engages in
green financing, including taking part in
refinancing initiatives as a participatory
financial institution. These efforts directly
align with Target 7.a and Indicator 7.a.1
- by tapping into international financial
flows and improving access to clean
technologies, renewable energy, and
energy efficiency across the industrial
and residential sectors. As part of green
financing efforts, the Bank extended
LKR 711.6 million in new facilities for
green technologies.

The Bank also upholds its long-

term commitment to reducing the
environmental footprint of operations by
adopting solar energy among branches
and enhancing Bank’s utilisation of
renewable energy. These actions are in
line with Target 7.2 and Indicator 7.2.1 to
increase the share of renewable energy in
energy consumption.

3,219.3 Mwh

electricity supplied to the
National Grid

LKR 14.0 million

funds disbursed to purchase
solar power system, electric
bicycle and installation of
Bio Gas plants

51

solar powered branches

el SDG 8: Decent work
"™l and economic growth

TARGET 8.5 | TARGET 8.7 | TARGET 8.8 |
TARGET 8.10

A commitment to Sri Lanka's
macroeconomic stability while supporting
national development, coupled with

Bank of Ceylon’s ethos of responsible
banking and procurement and an ongoing
commitment to employees result in many
of the Bank’s actions aligning with SDG 8.

Contributing to Target 8.5 - the Bank
employs approximately 8,209 employees,
invests in creating a conducive work
environment and ensuring employee
engagement, and ensures fair treatment
and remuneration. All these contribute to
ensuring full and productive employment
and decent work for fair pay.

In alignment with Target 8.8, the Bank
ensures a safe and secure working
environment by investing in the health
and safety of its employees, through
medical reimbursement and assistance,
routine awareness and trainings, and
other concerted support. Further, with
100% of the Bank’s employees included
in collective bargaining agreements, the
Bank upholds labour rights and ensures
compliance with freedom of association
and collective bargaining as per Target
8.8 and Indicator 8.8.2.

GRI 405-2

Payments for Employees

60%

® Male Female

Embedding Sustainability

Aligning with Target 8.7 — the Bank’s
responsible practices extend to its
supply chain through vetting,
assessment, and spot-auditing of
suppliers to eliminate risk of child
labour, and forced or compulsory labour.

2,500

jobs created during the year

40

business revived during
the year

LKR 29.0 billion

disbursed as salaries and
pensions during the year

Being a Domestic Systemically Important
Bank (D-SIB), Bank of Ceylon's wide
reach, extensive network of customer
touch points, efforts to promote a
savings culture, and actions to promote
financial literacy; all directly contribute
to Target 8.10 and Indicators 8.10.1

and 8.10.2 - by expanding accessibility
to financial services and increasing the
proportion of the population utilising
banking services.

(=2 SDG 9: Industry

3| innovation and
infrastructure

[ TARGET 9.1 [ TARGET 9.3 |

The Bank's project financing directs
funds towards large-scale infrastructure
development projects. In line with
Target 9.1 — these projects help develop
quality, reliable, sustainable and resilient
infrastructure.
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Embedding Sustainability

The Bank’s development lending and
concessionary loans, coupled with
efforts of the SME Circle and Export
Circle, contributes directly to Target

9.3 - by increasing access to financial
services for SMEs and other small-scale
industrial enterprises, providing access
to affordable credit, and promoting
integration into value-chains and
enhancing market access.

LKR 1.8 billion

investment on IT systems
and software

10 ==
Denunmes
-~
=)
v

[TARGET 10.2[ TARGET 10.3| TARGET 10.b]

TARGET 10.c

The Bank has systematised and
incorporated stringent processes that
work to ensure equal opportunity while
reducing inequality across the Bank's
operations and extended to its supply
chain.

SDG 10: Reduced
inequalities

In line with Target 10.2 - the Bank’s
wide network promotes economic
inclusion of communities irrespective
of sex, ethnicity, religion, financial
status, or other factors. With regard
to BoC employees, the Bank promotes
appropriate internal policies, actions,
and processes to ensure equality of
opportunity and outcome, in line with
Target 10.3.

The Bank's development lending and role
as a Participatory Financial Institution,
especially with regard to credit lines
from multilateral and bilateral funders,
contributes to achieving Target 10.b —
by supporting official development
assistance and financial flows.

The Bank’s continuing efforts to prioritise
and promote inward remittance also
support Target 10.c — by incentivising
and improving ease and security of
migrant remittances, while minimising
transaction time and cost.

LKR 52.6 billion

in development lending
during the year

504

customer touch points
in economical deprived
areas (North, East, and
Uva provinces)

SDG 11: Sustainable
cities and
communities

ITARGET 11.1|TARGET 11.2| TARGET 11.4|

Lending for residential housing is a
significant component of the Bank’s

loan portfolio, and several schemes are
provided at concessionary interest rates,
thereby improving access to adequate
and affordable housing for thousands

of Sri Lankans. This is in line with

Target 11.1. The Bank’s housing loan
portfolio amounted to LKR 78.2 billion as
of end 2022.

The Bank'’s lending to the transport
sector and for transport infrastructure
development contributes to Target 11.2 —
by improving access to safe, affordable
and accessible transport systems,
including public transport. BoC's lending
to the transport and logistic sector as of
end 2022 amounted to LKR 95.8 billion.

207

public transport providers
supported with leasing
facilities

LKR 10.0 million

in loans for electric
vehicles and/or bicycles
during the year

Further, Bank of Ceylon has provided long-
standing support to Sri Lanka’s cultural
development including safeguarding of
natural heritage, in line with Target 11.4.
During the year, the Bank supported key
institutions and associations tasked with
religious and cultural development.

5

branches in progress in
installing solar

7

branches in progress
constructing as per Green
Building Council of Sri Lanka
(GBCSL) standards

9

branches completed as per
the green building concept

=

TARGET 12.2| TARGET 12.5‘TARGET 12.6‘
TARGET 12.7

SDG 12: Responsible
consumption and
production

The Bank's efforts to scale up
digitalisation and process automation,
coupled with a commitment to reducing
the environmental footprint of operations,
ensures that Bank of Ceylon incorporates
responsible consumption and production
in its operations.
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In line with Target 12.2, the Bank works to
reduce material consumption and achieve
sustainable and efficient use of natural
resources. In 2022, the Bank saved

LKR 56.7 million worth of paper and toner
through process automation. In line with
Target 12.5, the Bank works to reduce
waste generation and promote recycling.
21.9 MT of paper was recycled in 2022.

Bank of Ceylon's sustainability framework
in place, and the Bank's incorporation of
ESG information in corporate reporting
are in line with Target 12.6. Further, the
Bank's upholding of responsible public
procurement practices and efforts to
drive responsible practices throughout

its supply chain are in alignment with
Target 12.7.

Solar Power Generated

Mwh

3,500

2,800

2,100

1,400

700

2019 2020 2021 2022

SDG 13: Climate
action

13 o

O

[TARGET 13.2[ TARGET 13.3]

The Bank conducts a comprehensive
assessment of its carbon footprint and
is driving concerted efforts to improve
institutional capacity and awareness in
order to better recognise, assess, and
respond to risks brought on by climate
change. This is in line with Target 13.2
and Target 13.3.

373

fully grown trees saved
during the year 2022 through
paper recycling

5 SDG 15: Life on land

|TARGET 15.1|TARGET 15.2|

The Bank’s environmental initiatives such

as the Haritha Arana project contribute
to conservation and restoration of

a vital freshwater ecosystem, while
supporting reforestation and sustainable
management. This is in line with Target

15.1 and 15.2. In 2022, the Bank invested

LKR 3.3 million for the Haritha Arana
project.

8 SDG 16: Peace,

A 8 justice, and strong
institutions

| TARGET 16.5 [TARGET 16.10] TARGET 16.b |

The Bank upholds the highest level of

transparency, accountability, and integrity

in all its transactions. The Bank's strong
policy framework includes policies

for anti-corruption and anti-money-
laundering (AML), these are in line with
Target 16.5. As a state institution, the
Bank adheres to the Right to Information
(RTI) act, in ensuring public access to
information — in line with Target 16.10.

Further, the Bank’s internal processes
and policies to prevent discrimination,

Embedding Sustainability

34

whistleblowing cases reported

3,069

customer complaints
addressed during the year

<7
working days
complaint response time

17 Pnuasars
FORTHEGOALS

[ TARGET 17.3 [TARGET 17.17]

SDG 17: Partnerships
for the goals

The Bank leverages and promotes
partnerships across its ecosystem to drive
shared value creation, in line with Target
17.17. The Bank's role as a Participatory
Financial Institution also contributes to
Target 17.3, in serving as a conduit for
multilateral and bilateral funding streams.

Membership payments
made to 9 institutes

contribute to achieving Target 16.b within

an institutional setting.

GRI 205-2

2022 2021 2020 2019 2018
Number of
whistle blowing
correspondence
received 34 40 39 99 101
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Our Performance

Financial Review

During the year 2022, the Country and
the Bank faced extreme headwinds and
heightened uncertainties that demanded
an exceptionally high focus on strategies
to manage the never-experienced
situation and ensure stability of the
Bank. Under this context, despite
unprecedented changes to the operating
environment, the Bank navigated
challenges while prioritising business
continuity and long-term sustainability of
customers and the Sri Lankan economy.

The economic environment that prevailed
during the year 2021 was very different

to what we experienced during the year
under review. During 2021, the Country
had followed a low-interest regime with
lending rates of 11% to 12%, and deposit
rates of around 8%; the Government of

Sri Lanka had consistently serviced facilities
with no indication of default on Sovereign
liabilities; and the SLR was buoyed by a
pegged exchange rate while normal rates of
inflation were prevalent. At the same time,
the Country was in a phase of recovery as
tourist arrivals and COVID-19 hit businesses
indicated a gradual uptick after the worst of
the pandemic.

Despite setting a course for 2022 based
on these conditions, what followed
was a stark turnaround in the operating
environment. Sri Lanka'’s historically
low interest rates shifted to a high-
interest regime; the SLR depreciated
heavily after the floated exchange rate;
cost-push inflation drove a sharp rise
in expenses; and ratings downgrades
were consequent to sovereign default.
The business environment was further
hampered by prolonged disruptions to

Financial Performance
Total Income

The Bank’s total income grew by 77% to
reach LKR 513.1 billion by the end of the
year, even as interest expenses grew by
121% to reach LKR 329.9 billion. Significant
increase in interest expenses reflect

transport and energy, followed by social
unrest in Sri Lanka's capital and other
parts of the Island.

The Bank’s agility in responding to
these rapidly changing conditions

is commendable. We adopted new
processes and took stringent measures
to ensure stability of the Bank whilst
minimising negative outcomes for our
stakeholders.

Therefore, the year 2022 can be named
as a year of resilience and resolve for

the Bank of Ceylon as our responsible
governance and future-focused long-term
strategy of supporting customers and
communities. The Bank recorded Profit
Before Tax (PBT) of LKR 31.0 billion, and
growth in the Financial Position by 14%
by preserving its industry leadership
despite the severely challenging operating
environment. This was an outstanding
performance by the Bank, especially
considering plans were made for a
low-interest regime and against a vastly
different economic backdrop.

changes to the Bank’s deposit mix in line
with the industry. This is primarily due to
volatility in the country that resulted in a
trend toward shorter-term deposits.

Trends in Income

LKR billion %
150 3.5
120 33
90 3.1
60 29
30 27
0 25

2018 2019 2020 2021 2022

® Non-interest income (LKR billion)
Net interest income (LKR billion)
== Net interest margin (%)

Fund-based Income

68% of the Bank’s fund-based income
was derived from interest income from
loans and advances. The high interest
rate scenario that prevailed in 2022 led
to an increase in interest income from
loans and advances by LKR 117.7 billion,
reflecting 61% growth YoY.

Interest income on investment grew by
117% YoY with the upsurge of investments
in government security portfolios.

However, as part of a series of concerted
efforts to support customers and prevent
the adverse impact of the rate hike, the
Bank ensured that fixed rates were not
changed to variables, variable linked
personal loans were given preferential
rates based on the circumstances and
requests of the customers and moratoria
were extended to special segments of
the economy that were hardest hit. The
Bank extended the benefits of interest
rate rationalisation to customers,
contributing to significant savings to
businesses and households that were
facing intensely difficult conditions
brought on by the economic crisis.
Concessions and benefits extended to
customers are detailed in the Stakeholder
Outcomes section of the Annual Report.

The Bank’s focus on rehabilitation of
businesses over recovery was expanded
during the year. We honoured all
concessions recommended by the Central
Bank of Sri Lanka (CBSL) and extended
the moratorium for crisis-affected
borrowers. In addition, we pioneered
initiatives to support the Country’s Small
and Medium Enterprise (SME) sector

with initiatives such as the SME circle,
which supported customers to transition
their manufacturing and products and
excel in the local market when import
restrictions were in place. The Bank's
Export Circle further supported export-
oriented businesses and to drive export
competitiveness of Sri Lankan businesses
and help strengthen the Country’s external
sector performance.
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Fee and Commission Income

Fee and Commission Income

LKR billion
25

20

2018 2019 2020 2021 2022

We recorded a significant growth of 15%
in net fee and commission-based income
reaching to LKR 16.4 billion in 2022.

This achievement is despite depressed
economic conditions and concerted efforts
by the Bank to provide concessions to
customers who were hard hit by the crisis
and interest rate fluctuations.

In line with the Bank and the country’s
continued drive for greater digitalisation,
we recorded a 65% increase in credit
and debit card fee income to

LKR 8.9 billion and representing 48%

of the total fee income. This reflects
success of the Bank's digitalisation
efforts, with BoC also being awarded
‘Best Bank for Retail Payment” at the
LankaPay Technovation awards 2022.
Further information of the Bank's
successes in digitalising the customer
journey are disclosed in the page 85
under Stakeholder Outcomes section of
this Annual Report.

Further, fee income from travel

and remittances also increased by

LKR 1.7 billion to reach LKR 3.7 billion
during the year, backed by increase in
foreign remittances and travel related
activities especially during the latter part
of the year.

Other Income

The Bank posted a strong performance
during the year, with other income
amounting to LKR 34.0 billion; primarily
due to the floated exchange rate and
resulting conversions having a positive
effect, as 30% of the Bank’s balance sheet
consisted of foreign currency assets.

Almost 81% depreciation of the SLR
during the year led to net exchange

gains derived from trading activities and
currency conversion, which represents

a considerable portion of the Bank’s
non-fund based income that amounted to
LKR 32.9 billion for the year.

Fluctuations in the equity and share
market due to the prevailing economic
conditions negatively impacted the

Bank as mark to market losses of

LKR 804.4 million resulted from the equity
and unit trust portfolio. However, through
proactive engagement, the Bank was able
to gain LKR 861.3 million in trading of
equity and Government Securities.

Impairment Charge

Impairment Charge

LKR billion %
100 125
80 100
60 75
40 50
20 25
0 | . 0
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» Impairment Charge (LKR billion)
== |Mpairment Provision as a % of Gross Loans (%)

The Bank's corporate customers faced
multiple setbacks, including disruption to
services and production, which eroded
margins amidst depressed economic
conditions as Sri Lanka's economy
contracted by 7.8% in 2022. The country's

Our Performance

Financial Review

ongoing economic crisis brought new
challenges on the back of two years of
pandemic-induced disruption. These
factors had a significant effect on asset
quality across the financial sector. In this
scenario, the Bank’s priority during the
year was to support customers through
challenges. Revival and rehabilitation of
businesses continued to be a key area of
focus, with the Bank focusing on long-term
sustainability of customers, businesses,
and the economy; instead of recovery.

Retail customers were similarly affected;
facing cost of living increases alongside
a sharp increase in interest rates. In
response, Bank of Ceylon provided much-
needed relief to customers by providing
protection from interest-rate fluctuation,
absorbing additional costs, and sharing
benefits wherever possible.

Bank of Ceylon's efforts to revive and
revitalise businesses while supporting
customers, value chains, and communities,
are disclosed in detail in the Stakeholder
Outcome section of the Annual Report.

Expecting significant challenges during
2022 and beyond, and in line with

Bank of Ceylon's stringent and prudent
provisioning policies, we took steps

to prepare for potential shocks with a
substantial provision of approximately
LKR 87.2 billion for loans and advances
and investments in order to mitigate risks
and strengthen the Bank's balance sheet.

From January 2022 onward, impairment
provision for loans and advances and
investment were provided in compliance
with CBSL Directions No.13 and No.14
of 2021 on Classification, Recognition,
and Measurement of Credit Facilities and
Financial Assets. Thus, the impairment
provision for loans and advances and
financial investments was calculated to
capture the expected losses associated
with the customers or the investment
instruments based on the possible
consequences in current economic
conditions, sector specific risk factors,
new policy reforms, and present
negotiations in foreign and local debt
settlements by the Government.
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Financial Review

Considering negotiations underway for settlement of foreign and local sovereign debt,
the Bank set aside a considerable level of impairment provision for its investments in
International Sovereign Bonds and Sri Lanka Development Bonds.

P
v Impairment Charge for the
year for loans and advances:
LKR 70.8 billion (Cumulative
impairment provision
LKR 259.2 billion)

v Stage 3 ratio: 5.3% (2021 - 5.1%)

v Stage 3 impairment to stage 3
loan ratio: 59.7% (2021 — 49.1%)

v Impairment charge for the
year for investments in foreign
currency denominated sovereign
instruments: LKR 16.17 billion
(Cumulative impairment provision
LKR 53.5 billion)

v Management overlays were applied
to identify risk-elevated industries
which result in a significant
increase in credit risk. Spillover
effects of economic turmoil
prevailing in the country and
exposure to risk-elevated industries
assessed as underperforming
were taken into account for lifetime
credit loss on a prudent basis.

NG

v Economic Factor Adjustment
(EFA) utilised in calculating
expected losses for collectively
assessed portfolios was
enhanced by capturing the
stressed economic conditions.

v Individually Significant Loans
Customers (ISL customers)
were also assessed critically and
prudent level of ISL impairment
provision was made, given the
high degree of uncertainty and
extraordinary circumstances
in the short and medium-term
caused by continuous disruption
to businesses.

Expenditure Management

2022 led to a hyper-inflationary
environment with inflation figures

peaking in September. However, we were
successful in managing our costs, even
as operational costs climbed by 14%,
primarily due to increase in personnel
costs. Amidst double digit inflation, the
Bank's effective cost controlling managed
the increase in other expenses below 12%.

Rise in personnel costs reflected the
Bank’s decision to invest in employee
well-being and retention, by providing a
cost of living allowance in consideration
of the economic crisis and rampant
inflation. The Bank also provided

employees with transport during the fuel

crisis, ensuring business continuity and
smooth operations for customers.

2022 2021

LKR '000 LKR '000

Personnel expenses 28,991,429 24,981,940
Depreciation and amortisation expenses 4,286,899 4,146,256
Other expenses 14,018,161 12,552,393

Taxation

Value added tax (VAT) on financial services
for the year increased by 22% to LKR 11.0
billion as the VAT rate increased from 15%

to 18% with effect from 1 January 2022. The
Bank also paid LKR 281.3 million to the newly
introduced Social Security Contribution Levy
of 2.5% during the year, while paying

LKR 6.7 billion as the surcharge tax imposed
as one-off tax charge during the year. Further,
the Bank paid LKR 5.5 billion as income tax
during the year.

Deferred tax reversal of LKR 14.5 billion
was made during the year mainly due
to deferred tax booked on specific
provision made on foreign currency
denominated sovereign instruments,
loans and advances, and adjustment
made on current tax rate in line with
increase of income tax rate from 24% to
30%. Accordingly, the Bank’s Financial
Statements reflected a tax reversal of
LKR 995.8 million resulting in profit after
tax of LKR 32.0 billion.

Profitability

During the year, Bank of Ceylon's main
focus was to strengthen the balance sheet
and support customers as they grappled
with unprecedented challenges due to

the country’s economic turmoil. The Bank
compromised its net interest income
growth to 14% and reported a PBT of

LKR 31.0 billion as the industry highest.

Profitability

LKR billion %
40 2.0
32 1.6
24 1.2
16 0.8

8 0.4

0 0
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» Profit attributable to shareholder (LKR billion)
== ROA (%)
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Other Comprehensive
Income (OCI)

Bank of Ceylon’s other comprehensive
income (OCI) grew by 233% to LKR 27.8
billion, while total comprehensive income
reached LKR 59.8 billion, reflecting a
30% increase YoY. Depreciation of the
Rupee against the US Dollar resulted

in recognition of a considerable hedge
reserve relating to USD/LKR funding
swaps amounting to USD 90 million
which has been recorded under hedge
accounting treatment.

Financial Position
Assets

Asset Composition

4% 4%

\

9
38% 54%

4% 3%

30% 63%

e Loans and advances Investments
e Liquid assets Other assets

Bank of Ceylon’s total assets grew by
14% during the year, to reach

LKR 4.3 trillion, and is on track to achieve
our rationalised growth targets. The
Bank’s asset composition remained
relatively unchanged reflecting long-term
sustainability of the Bank's core business
despite challenging conditions.

While debt and other instruments grew
by a significant 44% to LKR 1.6 trillion
in 2022, net loans and advances saw

a decline of 4%, primarily driven by the
high interest regime and challenging
economic conditions that resulted in a
moderate credit appetite.

Asset Quality

Asset quality was a primary point of
focus during the year, as deterioration
of asset quality was noticeable across
the industry due to slow down in the
economy. The Bank'’s Stage 3 loans and
advances amount also increased by 29%
to LKR 324.9 billion. The Bank exercised
stringent measures to monitor and
moderate the risks and took a proactive
approach by making a significant
impairment provision during the year.
The Bank’s impairment provision almost
doubled in 2022 due to significant
increase in credit risk. Exposure to
customers in elevated risk industries
remains a concern, as does exposure to
Government in the form of investment
and lending to state-owned enterprises.
Multiple years of economic stress and
the Government's defaulting or delaying
in honouring of commitments contribute
significantly for impairment provisioning
in 2022.

Liquidity and Investments

Liquidity was a key point of concern
across the financial sector in 2022.
However, the Bank was able to maintain
its local and foreign currency liquidity
positions above regulatory minimums.
Close management of the Bank’s position
was coupled with detailed cash and
liquidity forecasting, which enabled us
to respond suitably to regulator and
industry demands in a challenging
environment.

Foreign currency liquidity position of the
Bank was allocated suitably in order to
cater to national requirements and meet
customer demands. We also focused

Our Performance

Financial Review

on incentivising and driving remittance
through a variety of measures during the
year. Resulting remittance inflows and
continued market leadership in this area
supported the Bank’s foreign currency
liquidity.

Investment in Government Securities

grew by 45% to LKR 1,566.0 billion during
the year.

Liabilities and Capital

Liability Composition

77%

:
2% 5%

e Deposits Borrowings
e Other liabilities Equity

Total liabilities grew by 13% to LKR 4.1
trillion during the year, buoyed by strong
performance of the deposit book which
saw significant growth of 16%. The
Bank’s deposit base reached to

LKR 3.3 trillion by the end of the

year, displaying continued customer
confidence and BoC's market leadership
position. This also reflects a shift of
customer interest to time deposits and
increase in local currency deposits
coinciding with increased rates, high
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inflation, and volatility in the equity
market. Increased appetite for time
deposits led to growth in the LKR time
deposit base to LKR 1.6 trillion in 2022
from LKR 1.4 trillion in the previous year.
Coinciding decrease in savings base
due to higher cost of living caused the
Current and Savings Account (CASA)

ratio to decrease from 36% to 29% during

the year. However, the Bank managed
its liquidity position strategically despite
liquidity stress prevalent in the market.

In line with distressed economic
conditions and the Government's

fiscal position that was not conducive
to infusion of capital, the Bank sought
to strengthen its capital base through
internally generated funds and
management of dividend payments.
Growth prospects were constrained
due to stresses on capital requirements

aligned with deterioration of asset quality

across the sector.

The Bank’s Tier Il capital was enhanced
by issuing LKR 6,490 million of

BASEL Il compliant subordinated

Tier Il debentures in 2022.

CBSL provided direction during the
middle of the year, permitting draw down
on capital conservation buffers and
minimum capital requirements. However,
we were able to navigate the year while
maintaining capital adequacy ratios
without utilisation of buffers.

Group Performance

Contribution of subsidiaries to the
Group’s performance remains below
1%. The Bank manages its subsidiaries

through a well-defined subsidiary charter,

which sets out management processes
and standards for subsidiaries, including

systems for addressing the areas of Risk,

Governance, Finance, Internal Controls,
and Legal matters.

During the year, Property Development
PLC, which was a subsidiary of Bank

of Ceylon, has been delisted from the
official list of the CSE with effect from 27
October 2022. A total of 1,573,272 shares
have been repurchased by the Company
for a total consideration of LKR 287.9
million under the delisting process. As at
31 December 2022, the issued and fully
paid number of ordinary shares stood at
64,426,728. With the delisting process,
the shareholding of BoC was adjusted to
97.89% from 95.55%.

Further, Merchant Bank of Sri Lanka and
Finance PLC issued LKR 67.7 million
unsecured, subordinated, redeemable,
listed debentures during the year.

Sri Lanka's economic recession presents
a number of challenges for the Bank as
we look forward to 2023 and beyond, with
the full impact of the ongoing economic
crisis yet to be seen. Amidst these
uncertainties, and possible contraction
of the economy in the forthcoming year,
the Bank will focus on medium-term
moderate growth in 2023 that would
ensure it is well positioned to accelerate
alongside the Country’s revival trajectory.

As a state bank and responsible corporate
citizen, we have aligned the Bank’s
strategies and plans with national priorities.
We are gearing the Bank’s business model
to best serve our stakeholders in 2023 and
beyond. Priority allocation of liquidity and
capital will cater to the country’s essential
requirements by optimising stakeholder
expectations. The Bank has plans in place
to continue scaling up efforts to engage
with customers, support their business
revival, and provide for their long-term
sustainability.

We plan to scale up green lending and
rollout of ESMS practices driven by the
Bank’s ESMS policy and adhering to CBSL
roadmap for Sustainable Finance.

MSME sector will be a highly focused
sector on growth prospects of the Bank
by serving both traditional and millennial
customers.

The Bank’s financial reporting and

internal processes are undergoing
continued digitalisation and we expect
them to play a key role in supporting
informed and timely decision-making in
the years ahead. In addition, we remain
committed to upholding international best
practices in financial and sustainability
reporting in line with the Bank’s ethos of
transparency, accountability, and corporate
responsibility.

The Bank will focus on resilience in 2023
and beyond, remaining watchful with
balance sheet growth and prioritising
stability of the Bank and strength of the
balance sheet over short-term profit.
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RETAIL
BANKING

Performance
Highlights 2022

Introduced nine attractive
deposit products

Enriched green loan
portfolio by

7% YoY

MSME credit growth of
88% Yoy

Best Bank for retail payment
at LankaPay Technovation
Awards 2022

Retail Sector Portfolio

LKR billion

2,500
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1,000
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0
2018 2019 2020 2021 2022
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Our Performance

Business Line Reviews

The Retail Banking segment of BoC
represents a significant share of the
market, and 36% of the Bank's total
credit. With over 2,000 customer touch
points, it also represents one of the
primary channels through which the Bank
interfaces with and serves its customers.
For detailed information on how the Bank
delivers value to its diverse customer
base, refer pages 78 to 88.

Operating Context

In the wake of the COVID-19 pandemic
and the Country's economic crisis that
followed, the retail segment was severely
impacted by a challenging operating
environment and stringent regulatory
controls. As the systemically important
leading state bank, BoC'’s focus in 2022
was on supporting the survival of the
Country’s economy, businesses, and
communities.

In light of the challenging operating
environment and risks to the stability
of the financial sector, the Bank’s Retail
segment worked to rationalise the
targets, and focus towards supporting
businesses and individual customers.

:. Bank of Ceylon’s Retail Banking segment

:5-

constitutes a range of lending, deposits, and
transactional banking solutions targeting
individuals, entrepreneurs, and MSMEs.

Influence of the Operating
Environment

Stressed liquidity and capital
adequacy positions

Sharp increase in inflation
reflecting Sri Lankan Rupee
depreciation

Impact of Interest rate hike on
cost of funds

Deterioration of asset quality
across the sector

Challenges to business continuity
due to socio-political upheaval
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Performance Against Strategy

-3ot -

A
Customer-centricity

® Business continuity
prioritised and ensured,
despite fuel shortages and
socio-political unrest.

* Additional credit/funding
extended to meet working
capital requirements of
beleaguered sectors.

® Introduced ‘BoC Gammana’

to improve livelihoods of
rural communities.

® Financially impacted
borrowers experiencing
business downturn referred
to the Business Revival and

)

Digital Excellence

* Digital products
launched catering to
retail customers.

* Usage of digi-pads
expanded.

®* BoC Connect expanded.

® Multiple customer-
onboarding processes
automated.

® Multiple internal bank
processes automated.

* SME online loan
application enabled.

©

a

Rewarding Credit
Culture and Healthy
Credit Portfolio

® Introduced new
development loan
schemes to strengthen
the tourism sector.

® Special refinance loan
schemes implemented
with funding from
ADB to support and
to meet investment
and working capital
requirements of youth
engaged in agriculture,
tea smallholders, and

Focused on recovery
through revival of
businesses.

Launched rescheduled
packages for
non-performing

credit facilities.

Reduced variable interest
rate of Personal and
Pensioners Loan schemes
to a fixed rate in response
to crisis-induced financial
adversity faced by
borrowers.

Restructured facilities of
affected borrowers, based
on their requests, in line

FINANCIAL MANAGEMENT DISCUSSION
ANNEXES REPORTS ACCOUNTABILITY AND ANALYSIS
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SUPPLEMENTARY
INFORMATION

with projected cash flows

Rehabilitation Unit (BRRU) of their businesses

for assistance in reviving .
their businesses.

MSMEs.

Provided more facilities
to women-led businesses
to empower Sri Lankan
women through financial

inclusion.
*** * Staff roles reviewed and * Remote-working * Employees engaged in
() . . retooled to meet evolving opportunities customer service, given
al dlaia challenges. explored and piloted. necessary training.
Staff from revival units and * Employee remuneration

Building a High-
performing Team

and benefits reviewed
against current market

branches engaged closely
with customers in difficult

conditions. rates and needs.
/’ ® Targets rationalised to ensure  ® Strengthen internal controls
lIII business sustainability and to comply with audit and

sectoral stability

Stabi"ty, Governance, and ° SLFRS9 prudential * Green banking concept

. monitoring mechanism is promoted through new
Sustainable Growth introduced. deposits and lending.

compliance requirements

Deposits

The Retail segment’s deposit base
showed impressive performance in
2022 despite the severely challenging
circumstances. Time deposits grew by
29% and total deposits grew by 20%.
Success of deposits reflects the depth

CASA ratio of 34% reflected the
challenging business environment
faced by SMEs, entrepreneurs, and
personal customers during the year.

of trust placed in the Bank, strength
of the Bank'’s investment promise, and
continuous proactive engagement by
the Bank to pioneer a number of new
products in response to a changing
environment, and rapid fluctuations in
interest and exchange rates.
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New Deposit Products
Introduced during the Year

INVESTMENT

100 Day Deposits

B@C
D2

INVESTMENT

400 Day Deposits

BEeC
Relax

BoC Relax

. Bec
DiYyawars

The wave of the future

BoC Diyawara Kekulu

BoC My Health
Savings

Grow your money vith a

20Q,

\ Fixed Deposit

200 Day Deposits

BeC

OUBLE

L=

C/INVESTMENT

Double Your
Investment

Savings of the green generation

BoC Haritha Kekulu
Children Savings
Scheme

o

BoC e-thuru Green
Savings A/C

Products Relaunched

during the Year

Smart Investor

Kantha Ran Ginum

Smart Lady

Loans and Advances

The Bank’s retail lending portfolio was
severely hampered by depressed economic
conditions, regulatory measures, controls
for liquidity and capital adequacy, and
more stringent provision requirements.
However, despite challenges, the Bank
found proactive and responsive methods
to overcome challenges.

During the year, the Bank piloted
dedicated leasing facilities for Green
Finance aimed at specific segments to
purchase electric vehicles.

The Bank’s Green Loans drew notable
interest in 2022 with the economic
crisis affecting energy prices and fuel
availability. Loan schemes linked to
environmental-friendly, and renewable
energy technologies such as electric
bikes, bio-gas, and solar were continued
during the year, with the Green Loan
portfolio reaching to LKR 1,964.9 million
by the end of the year.

Throughout the year, the Bank continued
to support SMEs and entrepreneurs,
providing much needed credit to crisis-
stricken customers. New initiatives

to support SMEs, such as the Bank of
Ceylon SME Circle, and existing loan
schemes such as Divi Udana and BoC
Mithuru resulted in credit facilities
amounting to LKR 1,478 million (growth
of 88%) extended to SMEs and MSMEs
in 2022.

New Lending Products
Introduced during the Year

Special loan scheme for solar power systems, electric
bicycles/motor bikes, and installation of bio-gas units.

W

New working capital and refurbishment loan scheme for
the Tourism sector.

Our Performance

Business Line Reviews

Transactional Banking

Continuing an increasing trend towards
greater digitalisation and digital

adoption alongside improved customer
convenience, the debit card and credit
card transaction volumes recorded

a growth of 25%, with value of
transactions growing by 27% in 2022.
The Bank's Internet Payment Gateway
(IPG) also identified greater adoption,
closing the year with 126 vendors.

This resulted in a 38% increase in volume
of transactions and an almost 100%
increase in the value of transactions
facilitated through the Bank’s IPG.
Further, market penetration of the Bank’s
Point of Sale (PoS) machines continued
to show steady growth during the year,
amounting to 8,967 PoS machines by the
end of 2022.

Growing success of Transactional
Banking is part of the Bank’s continuous
journey towards greater digitalisation,
and a direct result of concerted
engagement with a number of partners.
For more information on the Bank’s
engagement with Business Partners,
refer page 114.

Launched Affinity Card for State Sector employees.
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New Process Improvements
during the Year

e

Automation of merchant
settlement, statement
dispatching, and merchant
commission calculation at
the Bank's overseas branch
in Malé.

Automation of merchant
payments above LKR 5 million
transactions through SLIPS.

Enrolment to 3DS 2.0
authentication

protocol of international
payment scheme.

Debt Moratoria and
Concessionary Support

Bank of Ceylon has always stood with
its customers, displaying deep
commitment to Country and
community. This was never more
evident than in 2022, when the Bank
took a strategic decision to focus on
supporting customers and businesses
to survive and revive in the face of
challenging economic conditions.

The Bank prioritised the recovery and
revival during the year; by extending
moratoria, providing repayment holidays,
restructuring facilities, and ensuring
access to working capital to enable
business revival.

Automation of sending
customer notifications for
card related charges and
payment reminders.

Automation of the
Standing
Order Process.

Initiating Go AML
reporting
developments.

By the end of December 2022, 2% of
the Retail Banking portfolio was under
moratorium. This is compared to 5%
as at December 2021.

An unexpected increase in interest
rates negatively affected personal

loan customers who obtained credit
on variable rates. Despite facing
monumental increases to funding costs,
the Bank provided preferential interest
rates to mitigate the pressure on such
customers. At the same time, the Bank
honoured credit granted at fixed rates,
despite the increase to funding costs.
For more information on the Bank’s
concessionary support to customers
and the success of its business revival
efforts, refer page 82.

Portfolio Quality

Despite efforts to establish proactive
controls and measures against
deterioration of asset quality, impact on
portfolio quality across the sector was
significant.

As in the previous year, the Bank’s
focus in 2022 revolved around business
revival and long-term sustainability of
customers. Refer page 82 for more
information on the Bank's initiatives
and controls against deterioration of
asset quality.
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OVERVIEW

0 The Bank's retail customers,
especially SMEs, are severely
impacted by the ongoing crisis
and struggling to sustain
livelihoods and businesses.
Increased operating costs

are adding stress to already
thin margins and threatening
business continuity.

0 Individual retail customers are
heavily burdened by the crisis,
sandwiched by reduced incomes
and increased cost of living,
while possessing little to no
repayment capacity to access
new credit.

0 Considering the stressed
economic environment and
the sensitivity of the financial
sector, credit-growth and
expansion are expected to be
stymied in the coming months.

0 Double-digit inflation,

persistently high interest rates,
and exchange rate fluctuations
pose challenges to the sector
with regard to cost of funds and
borrowing.

As the protracted crisis and
contracting economy result

in continued challenges for
vulnerable sectors and portions
of society, customers may
expect further concessions.

|
O

L)

L)

Lending opportunities could
arise in support of industries
and enterprises based on
revised cash flows and robust
business plans.

Opportunities for inorganic
expansion through consolidation
could emerge for businesses that
are able to weather the crisis and
resolve operations on a long-term
trajectory.

Expand opportunities through
financial inclusion in new market
segments.

Business expansion through
green product initiatives.

MANAGEMENT DISCUSSION OUR BANK LEADERSHIP
AND ANALYSIS INSIGHTS

ACCOUNTABILITY

As Sri Lanka's leading bank, BoC remains
committed to supporting the revival and
resilience of customers, country, and
community.

The Bank will further strengthen activities
on financial inclusion specially for informal
segments.

digitalisation and greater digital adoption,
while on a long-term journey of improving
customer service.

BoC connect platform will be used as the
key to provide and expand better cost
effective services to retail segments.

BoC's strong relationship with retail
customers, coupled with a proactive and
innovative approach to products and
positioning, ensures its capacity

to support Sri Lanka's economic recovery in
the future.

The Bank will continue its efforts to
increase mobility of green products via
retail deposits and credit facilities among
retail customers.

The Bank’s Retail segment intends to

FINANCIAL
REPORTS

leverage opportunities unlocked through
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Performance
Highlights 2022

Successful navigation
of AlIB and ADB
concessionary funding lines

Introduced BoC export
circle

Two successful syndicated
and club deal arrangements
for projects in Maldives

Corporate and Offshore
Portfolio

LKR billion

1,500

1,200

900

600

300

CORPORATE
AND OFFSHORE
BANKING

COMPLIANCE

SUPPLEMENTARY
INFORMATION

Loans and advances
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:. The Bank’s Corporate and Offshore Banking
segment provides a variety of financial
c. services to the private sector, and state sector;
including project lending, trade financing,

and offshore banking facilities. As one of
the largest lenders in the sector, BoC plays a
catalytic role in market activity by supporting
key enterprises in Sri Lanka’s economy.

Bank of Ceylon is the largest lender in

Sri Lanka, with an asset base of over

LKR 4 trillion at the end of 2022. BoC's
Corporate Banking segment supports

the largest industries, institutions, and
projects; impacting entire supply chains, and
contributing to employment of millions of
Sri Lankans. The Offshore Banking segment
is a vital engine of foreign exchange for
both Bank of Ceylon and the Country.

In 2022, the segment contributed more

than 50% of FOREX inflows to the Bank,

and approximately 10% of Sri Lankan

total export earnings during the year. The
corporate and offshore segment contributes
55% of the Bank's total Loans and Advances,
56% of Interest Income, and 30% of total
Deposit Base.

Despite a challenging year and severe
limitations to operations, this segment
was able to cater to the urgent needs of
Sri Lanka’s businesses and industries,
supporting smooth functioning of the
entire economy and sustainability of
businesses.

Operating Context

Following two years of sustained
pressures from the COVID-19 pandemic,
Sri Lanka faced multiple disruptions and
crises in 2022, including burgeoning
inflation and an unexpected increase

in exchange rates and interest rates.
For corporations, these unprecedented
challenges resulted in loss of

competitiveness, increased cost of capital,
working capital and cash flow issues, and
in the worst cases: business failure and
closure.

Continuance of import restrictions

during the year had a negative effect on
opportunities for trade finance, while
cessation, suspension, or slowdown of
projects curtailed Project Financing. At the
same time, foreign currency liquidity issues
coupled with the interest rate hike limited
opportunities for Offshore Banking.

Despite these pressures, the Bank’s
Corporate and Offshore Banking segment
was able to leverage opportunities to
support customers, communities, and the
Country. Facilities were made available

to ensure import of essentials. Bilateral
and concessionary funding lines were
explored and successfully implemented.
Crisis-hit businesses were provided with
short-term funding to meet working
capital requirements and help sustain
operations, while further support was
extended to multiple touch points across
the supply-chain of affected industries.
New and emerging industries with local
capacity and expertise were supported to
take advantage of business opportunities.
Throughout, the Bank instituted stringent
monitoring, pioneered new features

for customer convenience, and worked
closely with customers to prioritise
business revival while ensuring recoveries
to retain customers in the performing
category.
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Influence of the Operating Environment

* Deterioration of * Increased
asset quality and cost of
increased NPA funds

Competition in offshore  ®
banking segment due to
more attractive markets

Import restrictions led *
to growth of new and
emerging industries

Our Performance

Business Line Reviews

Increased export
volumes due to the
floating of the SLR

Performance against Strategy

v

-3t

A
Customer-centricity

* Repayment holidays
provided and concessions
granted.

® Restructuring of existing
facilities.

* Additional credit/funding
extended to meet working
capital requirements of
affected sectors.

* Facilities and guidance
provided for export
businesses.

® Provision of critical Forex
for import of essentials to
meet public needs.

)

A
Digital Excellence

® Smart online portal for
corporate customers
debuted in 2022.

® Multiple customer-
facing bank processes
automated.

® Multiple internal bank
processes automated.

* Trade Finance system
upgraded.

* Implementation of Loan
Originating system
underway.

©

a

Rewarding Credit
Culture and Healthy
Credit Portfolio

* Proactive controls and
measures were taken
against deterioration of
asset quality.

® Stringent order and
cashflow monitoring
supported recoveries and
maintained credit in the
performance category.

® Focus on reviving
businesses, which
contributed to
improvement in asset
quality.

2

I“I Stability, Governance, and
Sustainable Growth

® SLFRS 9 prudential
monitoring mechanism
introduced.

* Nostro facility launched

at the Bank’s Chennai
operation.

* Rather than recovery,

focus on supporting
businesses to revive.

Wy

Building a High-
performing Team

Virtual meetings
regularised, targets
discussed, and staff
displayed commitment
beyond standard hours.

Staff showed exemplary
responsiveness toward
urgency of client needs.

Productivity enhancement
initiatives carried out.

Remote-working
opportunities explored
and piloted.

Employee remuneration
and benefits reviewed
against current market
rates and needs.

Private Sector Lending

Lending to the private sector constituted
30% of the segment’s total loan portfolio
in 2022, reflecting 15% growth, indicative
of new customers onboarded, ventures
explored, emerging industries supported,
and working capital financing extended
to crisis-hit businesses.

Downgrade of sovereign rating and
limited Forex liquidity resulted in local
businesses facing issues of Letters of
Credit (LCs) and Letters of Guarantees
(LGs) not being accepted, curtailed credit

limits from international banks, and
requirements to maintain 100% margins.
In this situation, the Bank was able to
support businesses with short-term
funding support to meet working capital
requirements.
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Despite non-recourse funding with
international banks being largely
unavailable to explore, support was
extended to the private sector’s hardest
hit segments, including apparels,
construction, tourism, fertiliser and
more. Key private sector lending made
available by the Bank for new projects
in the manufacturing sector, including
production of medical products.

A major success in 2022 was negotiation
of concessionary funding lines made
available to local businesses through the
Asian Infrastructure Investment Bank
(AlIB) and the Asian Development Bank
(ADB). BoC's Environmental and Social
Management System (ESMS) policy

was in alignment with requirements

of multilateral lenders, and enabled
screening of credit for Environmental
and Social (E&S) factors. For more
information on the Bank's efforts to
mainstream ESG factors, refer page 103.

Concessionary credit line of

USD 90 million was secured from AlIB for
on-lending to sub-borrowers to support
COVID affected businesses islandwide in
the Corporate and SME segments. The
credit line prioritised financial support to
SMEs and woman-led enterprises.

AlIB Funded Sectors

1% 5%

9%

31% 40%

14%

Agriculture and Fishing @ Manufacturing
Construction

® Wholesale and retail trade
Services @ Other

BoC supported enterprises to be
resilient amidst negative fallouts of
the pandemic by granting 775 loans
amounting to LKR 22.4 billion and
maintaining minimum NPL.

Bank of Ceylon’s concrete solutions
and strong business relationships with
entrepreneurs have enabled enterprises
to remain profitable and conduct their
business in a sustainable manner.

Project Financing

Cessation of many infrastructure
development and construction projects,
diminution of foreign direct investments
and wait-and-see approach of local
investment arms have contributed to
limit the scope of project financing
during the year 2022.

The Bank was partnered in financial
support to develop export-oriented
manufacturing industries, mixed
development projects partially financed
through foreign direct investment,
manufacturing health care products that
could be used as import substitutes, and
the renewable energy sector.

BoC also provided advisory services

to implement feasible projects in
emerging markets including export of
agricultural products, manufacturing
electric bikes and related products, and
waste management systems that would
earn and save foreign exchange to the
betterment of the Nation.

The Bank’s ESMS policy played a

crucial role in project finance, with E&S
screening for every project, followed by
review of high-risk projects by a high-
level Sustainability Committee. Bank

of Ceylon adheres to guidelines of the
National Environmental Act in line with its
commitment to sustainable development
of the Country.

Highlights of project financing in 2022
included the following:

Successful financing in the
shipbuilding sector, supporting
delivery of major undersea
cable-laying ships.

Support for major water-sector
projects in the Country.

Real-estate sector support
including syndicate arrangements
as lead-banker role for major real
estate and mixed development
projects.

Financial support for large scale
manufacturing businesses in
automobile-related industry and
other export oriented value-added
businesses.

Support for construction of a
section of the Central Expressway,
completed by local contractors.

Trade Financing

As part of its national commitment,

the Bank continued to extend support

to priority sectors of the state involved

in import of essential goods, including
fuel, liquid petroleum gas, food items,
pharmaceuticals, vaccines, medicines,

and more. From swap arrangements to
enabling multilateral and bilateral lines

of credit, Bank of Ceylon prioritised
supporting national needs, often bearing
heavy import bills in the process. The
Bank’s strict internal controls and stringent
oversight ensured the success of trade
financing endeavours, while the segment
used the opportunity to canvass business
and onboard customers who would be
beneficial to the long-term sustainability of
the Bank.
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During 2022, BoC prioritised support to
export-oriented startups and SMEs, and
provided preshipment and postshipment
access to finance for smaller exporters.
The Bank's Export Circle extended
support coupled with guidance on export
and related advisory services linking
with necessary trade associations and
key government institutions such as

the Export Development Board (EDB),
Industrial Development Board (IDB),

and Sri Lanka Export Credit Insurance
Corporation (SLECIC). In this regard, the
Bank disbursed a total of LKR 1.2 billion
to key export customers in the SME
Sector.

Offshore Banking

Amidst the challenging environment with
foreign currency liquidity issues in 2022,
the Bank’s Offshore Banking Division
continued to extend financial assistance
and faciliting outward remittances in
terms of foreign currency to exporters

in order to sustain their export-oriented
industries, which in turn boosted export
earnings in the economy.

Key highlight of the year was successfully
completing the funding of two large
projects in the Republic of Maldives. One
project was financed under a syndicated
loan arrangement, in which Bank of
Ceylon's Offshore Banking Division was
the lead arranger, while the other was

financed through a club deal arrangement.

Portfolio Quality

Moratoria granted to crisis-affected
sectors as of end 2022 amounted to
LKR 50.6 billion (Tourist sector: 40%,
Manufacturing sector: 20%, Construction
sector: 13%, Trading and other: 27%).
The Bank continued to engage closely
with customers, and provided support
for working capital, in order to ensure
business survival and manage the Bank’s
Non-Performing Assets (NPA) within

the given range despite challenging
conditions.

Some of the Bank’s corporate
customers being severely
impacted by economic crisis
and business failure/closure is a
serious threat.

Continually high rates of
inflation, coupled with
persistently high interest rates
and exchange rates could result
in major challenges to the entire
sector.

— O

Sluggish economic recovery and
revival could negatively affect
portfolio quality across multiple
sectors.

— O

Having successfully navigated the
economic headwinds faced in 2022,
the Bank is well set to maximise on
opportunities that present themselves
during Sri Lanka’s path to economic
recovery. As a major lender in the
private sector, the Bank retains a strong
and competitive position to align with
the revival of Sri Lanka's economy and
businesses.

Key focus will be on cashflow based
project and syndicated lending to
expand the corporate and offshore

Our Performance

Business Line Reviews

Opportunities

0 Renewed focus on exports has
the potential to expand Sri Lanka’s
export sector including new and
emerging industries and value-
added products.

c Revival of the economy may

enable the Bank to position
aggressively for growth in private
sector lending.

c Key sectors such as the tourism

sector have the promise to deliver
significant growth potential within
a short period, and can prove to
be a boon if well positioned.

banking segment. Further, collaborating
with GoSL, SOE restructuring initiatives
for the revival of the economy will be
pivotal in coming months.

BoC's continued progress toward
efficiency and process improvements,
coupled with gains from digitalisation
and customer service improvements
will ensure the Bank's sustainability in
the future.
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INTERNATIONAL,
TREASURY,
INVESTMENT
AND OVERSEAS
OPERATIONS

The Bank’s cluster of operations consists

of International Operations, which facilitate
foreign currency related transactions;
Treasury Operations, which manage liquidity

and undertake fund management; Investment,
which handles the Bank'’s investment
activities; and Overseas Operations, reflecting
the Bank's overseas branches.

From ensuring liquidity and a strong
capital base and contributing to the
Bank's profitability, to maintaining an
international presence and building
relationships with foreign banks and
counterparties; the cluster represents

a key component of Bank of Ceylon's
sustainable business model and ability to
create long-term value for stakeholders.

Performance
Highlights 2022

USD 3,159.3 million
of inward remittances
routed amidst economic
crisis

YoY 130% notable growth
in interest income on
investment

In 2022, the Bank retained its market
leadership position in Inward Remittances,
while navigating an immensely challenging
operating environment. Success of cluster
operations was driven by performance

of the International and Treasury

Divisions, attributed to the dedication of
division teams and the Bank’s continual
improvement of procedures, processes,
and governance protocol.

Introduced BoC Foreign
Circle.

Opening of the first ever
INR Nostro account by a
Sri Lankan bank

Inward Remittances 2022

USD million
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Operating Context

During the first quarter of 2022,
International Operations showed
sluggish inward remittances reflective
of the global macroeconomic scenario
and continued pressure on Sri Lanka’s
fixed exchange rate. However, with
managed floating of the Sri Lankan
Rupee at the end of the year, inward
remittances gathered momentum.

Announcement of the Country’s
sovereign default in 2022, resulted in
downgrade of Sovereign rating and rating
of institutions across the sector. This
placed severe pressure on the Bank's
foreign and local currency obligations.
However, the Bank complied with all
regulatory requirements and ratios and
delivered on outstanding dues while
supporting the national interest.

The Government's fiscal crisis coupled
with the Country's economic downturn
necessitated that, the Bank strengthens
its capital base. In addition, extended
moratoria and deterioration of asset
quality across the sector placed greater
importance on the Bank's management
of cash flows while maintaining statutory
liquidity requirements.

Unexpected escalation of policy

interest rates resulted in shocks to the
investment climate alongside escalation
of the Bank’s funding costs. This was
compounded by rapid acceleration of
inflationary pressures in the Country.
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Influence of the Operating Environment

Low tendency for C
investment resulting

from globally dovish
market conditions

Pressures on liquidity
due to extended
moratoria and credit-
quality stressors

Performance against Strategy

v

-3t

A

Customer-
centricity

Increase in partnerships
with counterparts to
provide for inward
remittance requirements
of Sri Lankans working
overseas.

New pre and post-departure
loan schemes made
available to customers.

Establishment of
Foreign Circle catering
to expatriates and Sri

Lankans working overseas.

Training, awareness, and
support programmes
organised for customers.

BoC multicurrency travel
card relaunched, suiting
the needs of students and
other customers.

Correspondent Banking
Division expanded and
new Nostro accounts
launched to meet
customer transaction
requirements.

Despite liquidity pressures,

educational payments
were honoured and Forex
made available for critical
import of essentials to
meet public needs.
Opening new pay office
counters at Katunayake
(BIA), Ratmalana, and
Jaffna Airports for

convenience of customers.

Trading in Indian Rupee
commenced in December
2022.

* Sovereign default, *
and resulting
rating downgrades

borrowings

)

Digital Excellence

® Smart Remit system
upgraded in 2022.

® Smart Online Banking
system launched at Malé
branch.

® Automated trade finance
system introduced at Malé
Branch.

* Efforts initiated to move
Investment Banking to an
automated system.

® Multiple customer-
onboarding processes
automated.

* Multiple internal bank
processes automated.

Volatility of exchange  ®
rate and impact on
foreign currency

Our Performance

Business Line Reviews

Challenges to
inward remittances
from exchange rate
fluctuation and
informal channels

-
il

Building a High-
performing Team

* Safety of teams ensured
while enabling business
continuity.

® Training programmes
organised for staff at local
and overseas branches.

* Staff showed exemplary
responsiveness toward
urgency of client needs.

® Productivity enhancement
initiatives carried out.

* Remote-working
opportunities explored
and piloted.

Wy

Stability, Governance,

:&u and Sustainable Growth

Network appreciation
carried out at overseas
branches to strengthen
internal controls and
cyber-security systems.

Strategic partnerships
initiated for the Bank’s
future growth potential.

New debentures issued.

©

o)

® Proactive controls and
measures taken against
deterioration of asset
quality.

Rewarding Credit Culture and
Healthy Credit Portfolio

® Stringent order and
cashflow monitoring
supported recoveries and
maintained credit in the
performance category.
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International Division

Despite exchange rate volatility and
proliferation of informal markets,
BoC's strong relationships with foreign
counterparties and exchange houses
enabled the Bank to retain a large share
of inward remittances during the year.
The Bank's market leadership position
with regard to inward remittances
strengthened with USD 3,159.3 million
routed through BoC during the year,
and the Bank’s market share of worker
remittances during the year reached
10 22%.

The Bank deployed 33 business
promotion officers, initiated partnerships
with 14 new counterparties, and
expanded correspondent banking
relationships during 2022; to cater

to the national importance of inward
remittances and trade finance. Several
awareness programmes were carried
out, such as Ethera Methera and Ran
Kahawanu; which went hand-in-hand with
local engagement at grassroot levels.
Awarding initiatives were also carried
out during the year, such as BoC Pita
Pita Rata Thegi, thus creating incentives
for utilisation of formal remittance
channels, combating misinformation,
and reassuring customers of the Bank's
trustworthiness.

In line with the Bank's 83rd anniversary,
the Foreign Circle was launched during
the year, with a 24-hour unit, dedicated
telephone lines, and well-trained staff,
specially designed to cater to the needs
of expatriates and Sri Lankans working
overseas. A number of new customers
were onboarded during the year, which
served to strengthen the Bank's market
leadership position.

Despite pandemic and crisis-induced
challenges during the year, remote
working was piloted, business continuity
was ensured, and the Bank's customers
were able to receive export proceeds
without interruption.

Treasury

The Treasury Division was responsible
for managing daily cash-flows and
liquidity within the Bank. While serving
as a window for raising funds and
investments, the Division contributed
significantly to the profitability of

the Bank.

Responding to stressed conditions,

the Division focused on prudent
management of cash-flows and statutory
liquidity norms as stipulated by the
regulator. The Bank’s foreign currency
liquidity was closely managed to enable
import of essential goods such as fuel,
gas, pharmaceuticals, and food items.
Meanwhile, the Division's cash and
liquidity forecasting played a major

role in the Bank’s ability to respond to

the challenging operating environment.
Despite ratings downgrades, close
relationships with counterparties
presented the Bank with opportunities for
credit and enabled the Bank to service all
obligations and dues.

The Division's leveraging of trading
opportunities and timely management
of government securities resulted in a
notable performance.

Investment Banking

The Division played a key role in
enhancing the Bank’s capital through
structuring and issuing of BASEL

[l compliant subordinated Tier Il
debentures in 2022. Meanwhile,
automation of Investment Banking
activities is near completion.

Supported by a highly professional

cadre, the Division also undertook fund
management, portfolio management,
and onboarding a number of new clients
during the year. In line with the continuing
trend of fund buildup, steps were taken

and infrastructure put in place to
initiate margin trading that would
further strengthen the Bank’s portfolio
in the future.

Overseas Operations

2022 was a resilient year for the Bank’s
overseas operations, with the Malé
branch and Seychelles branch recording
their highest annual profit before tax.
Bank of Ceylon's three overseas branches
managed NPA within margins, through
proactive monitoring and continuous
customer engagement. Despite capital
issues and global economic pressures,
the overseas branches made profits, and
contributed remarkably for the Bank’s
profit during the year.

The year also witnessed the opening of
the first ever INR Nostro account by a
Sri Lankan Bank, with the initial
transaction being routed through the
Chennai branch of BoC. A new Smart
Online Banking system, an automated
trade finance system and upgrades to
the outward remittance system (Smart
remit) were launched at the Malé branch.
Further network upgrade was carried

out at all three branches, as internal
controls and cyber-security systems were
strengthened as per the Bank’s future
strategies for expansion overseas, in line
with regulatory requirements.

Moving forward during the year, BoC
Seychelles added a fully-fledged Disaster
Recovery Centre in compliance with
requirements to facilitate uninterrupted
critical branch operations.
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0 Continued volatility of the
equity market would limit
performance.

0 Delayed economic recovery
and revival could negatively

affect rating of the Bank and

result in further challenges.

0 Global macroeconomic
pressures coupled with
continued local downturn
could result in acute shortage
of foreign currency and fiscal
constraints.

The cluster represents a key component
of the Bank’s liaison with international
counterparties and foreign banks,

with strong relationships playing a
critical role going forward. To further
strengthen a trajectory of sustainable
growth, the Bank has ambitions to

expand overseas, contingent on careful
consideration, evaluation of feasibility,
and regulatory approval.

Further, the Division's role in the Bank's
access to non-debt foreign exchange

Opportunities

0 Expansion of BoC's international
reach and presence by entry into
new markets.

0 Continued gains from

digitalisation, process
automation, efficiency
improvements, and investment in
human capital.

@ Enrichment of business
decision-making through cash
and liquidity forecasting and
predictive reporting.

0 Leveraging the Bank’s strengths

to provide capital market
advisory services, expand
trustee/custodian activities, and
portfolio management services.

inflow, continues to be a key area of
focus for growth. In addition, the Bank
is looking to leverage the strength

of its professional cadre and trusted
services to expand investment banking
activities.

Throughout, the Bank continues to
invest in upgrading and strengthening
digitalisation across all overseas
branches and functions related to
International, Treasury and Investment
operations.

Our Performance

Business Line Reviews
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Stakeholder Outcomes

Customers

-

A diverse customer base is at the centre of BoC’s business model and ability to create long-term value.
In a challenging year, Bank of Ceylon displayed valuable commitment to its customers, providing wide-

ranging concessions and working diligently to revive and rehabilitate businesses; bolstering value
chains and jobs across the Country.

2,166

Direct customer
touch points

Most Loved Brands— by LMD and
Brand Finance —

Ranked 2nd in the Banking
category

Best People's Banking Service initiative
Asian Digital Finance Forum

and Awards

Continuing from a challenging business

environment in 2021, the new year
brought about a plethora of new
challenges for the Bank's customers.
Change toward a high interest rate
regime and repayment capacity were
primary concerns, with the Bank

receiving a number of queries regarding

these matters during the year.

Operating context

Novel concepts

BoC SME Circle, BoC Export
Circle, BoC Foreign Circle

described in the business line reviews

on pages 65 to 77 and the Community
and Environment section on pages 103
to 113.

The Bank prioritised stability of the
Bank's Financial Position and ensured
adequate local currency and foreign
currency liquidity to meet the urgent
ongoing needs of corporate customers,
while also providing for national needs in
terms of import of essentials. Details of
these and other efforts by the Bank are

* Customers were severely impacted by ¢ Customers affected by fuel crisis
the economic crisis, rising inflationary resulting in limited access to banking
pressures, exchange rate fluctuations, services and disruptions to business.

COMPLIANCE
ANNEXES

SUPPLEMENTARY
INFORMATION

and the high interest-rate regime.

The Bank's response

* Provided concerted concessions and

relief to corporate and retail
customers, above and beyond
regulatory requirements.

* Launched new products and
concessionary loans to support
customers and meet their changing
requirements.

Prioritised business continuity and
utilised digital channels coupled
with extensive mobile and extension
network to facilitate access to
services.

78 BANK OF CEYLON | ANNUAL REPORT 2022



Listening to Our Customers

Engagement platforms

Periodic satisfaction surveys

<

<

Direct engagement through
branches and digital
channels (ongoing)

<

Website and social media
platforms (ongoing)

<

Customer hotline (ongoing)

<

Financial literacy
programmes (ongoing)

<

Marketing, advertising and
promotions (ongoing)

Customer Profile

652,961

new customers

67%

customer penetration

14.9 million

customers

50%

female customers

Bank of Ceylon caters to a wide
spectrum of over 14 million diverse
customers from across Sri Lanka and
overseas. This impressive customer
base, which translates to an unmatched
penetration rate of 67%, comprises
individuals, infant to senior citizens,
micro-enterprises, small and medium-
sized enterprises, large companies,
multinational corporations, and state-
owned enterprises.

Stakeholder Outcomes

Customers

What they require

v Speedy and convenient service

v’ Convenient, reliable and
secured platforms

v Debt relief

v Transparent pricing

v Access to finance

v’ Customer-centric solutions

v Focus on customer experience

, v Enhancing digital offerings

v’ Reduce transaction turnaround
time through automation

The Bank leverages long-standing
relationships with global partners and

a comprehensive product-mix to meet
the dynamic needs of a rapidly changing
economy and delivers outstanding value
to its customers.

Customers

Nos. million

15.75

156.00

14.25

13.50 —

21.75

12.00

2018 2019 2020 2021 2022
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Stakeholder Outcomes

Customers

Access to Financial Services

Customers by Geographic Location

8%
23%

2022
12% 12%

11%
10%

24%

9%

2021
12% 12%

10% 9%

® Western Province

® Northern Province

Customers by Gender

50% 50%

Southern Province ® Sabaragamuwa Province
North Western Province @ Central Province

Uva Province

North Central Province Eastern Province

49% 51%
2021

® Male Female

Access to Financial
Services

BoC serves all segments of society and
reaches customers from all walks of
life through the Country’s widest branch
network and physical presence, a rich
and diverse product-mix, and a rapidly
expanding digital footprint. Fuelling
economic activity through access to
financial services, nurturing a savings
culture, and reaching the underserved
and underrepresented are essential
components of the Bank’s mandate.

Financial Inclusion

Improving access to finance and
financial inclusion for the most remote,
vulnerable, and historically underserved
or unbanked segment of society is a

key priority. The Bank’s wide geographic
footprint; consisting of an extensive
branch network coupled with mobile and
limited service branches, ensure financial
services are easily accessible and within
reach for millions of Sri Lankans.

BoC's mobile and extension services such
as mobile banking through 10 ‘Branch on
Wheels', are critical at ensuring uninterrupted
access to banking services for remote
locations during the periods of disruption.

Bank of Ceylon's other efforts to
achieve greater financial inclusion,
such as targeted development lending
to entrepreneurial ventures, MSMEs,
and cottage and community industries
are detailed in the Community and
Environment section on page 103.

BoC Connect

A unique innovation in this regard, is the
Bank’s grassroots agent-banking network
- BoC Connect, which was launched

in 2021. This agent-banking service
enables customers in remote locations
or customers with limited accessibility, to
perform a range of financial transactions
via assisting agents. Services include cash
deposits, cash withdrawals, credit card
and bill settlements, and fund transfers.
During the year, the Bank recorded a total
transaction value amounting to

LKR 570.0 million executed through BoC
Connect. Further, based on regulatory
approval obtained during the year, the
Bank plans to onboard 16 new agents in
2023. Thus bringing the total BoC Connect
network to 50. With agent screening
processes ongoing, the Bank plans to
extend this facility to reach even more
remote customers in rural areas in the
future.

Ensuring Business
Continuity

2022 brought several disruptions to
economic activity and transport and
accessibility across the Island. However, the
Bank took all efforts to prioritise business
continuity for the benefit of customers;
ensuring that no branches were closed even
during the fuel crisis. Uninterrupted access
to services was also ensured by BoC's
extensive network of touch points.
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In addition, the Bank took steps to reach
particularly isolated and remote areas with
BoC's mobile banking units during the fuel
crisis. These measures that were critical
during the COVID-19 pandemic induced
lockdowns, proved invaluable in 2022 as well;
ensuring remote customers retained access
to services even during the fuel crisis.

Further details of the Bank's efforts to
ensure business continuity are detailed
in the Retail and Corporate Banking
business line reviews on page 65.

Traditional

Expansive Multi-channel
Footprint

With 2,166 customer touch points across
the Island, BoC has the most expansive
geographic reach and footprint in

Sri Lanka. In line with global and local
trends toward greater digitalisation,

the Bank implements a multi-channel
strategy that includes greater expansion
of its electronic and digital footprint. In
2022, this shift toward electronic and
digital transactions resulted in 48% of all

Electronic

Stakeholder Outcomes

Customers

customer transactions occurring through
digital or electronic banking channels.

Continuous investment in physical

and digital infrastructure increases
accessibility for customers, while also
contributing to customer convenience
and overall customer experience.

During 2022, the Bank made several
enhancements to branches, opened

a new branch in the Uva Province,
expanded the network of Cash Recycling
Machines (CRMs) to key institutions such
as hospitals, educational institutions,
airports, railways, and tourist attractions.

= &
W
Fixed Remote support/ Self-banking Transactional
581 service (e-banking) Onlis barldne
branches Call centre 726

65

limited service
branches

ATMs

Internet Payment

159
CDMs

Gateway (IPG)

PoS and MPoS —
BoC Smart Pay

Mobile/extension services

34 15
BoC CONNECT agents

572
CRMs

enabled

B App

SME centres

4

1,489 15

School Sansada

Regional loan centres

BoC Digi Bill

payment kiosks

Smart Pay

Smart Passbook

991 10

Mobile school units

242

Mobile service branches QUfSIlE SITET ZOMEs

(Branch on Wheels)

Corporate Website

Social media
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Stakeholder Outcomes

Customers

Channel Developments

19

branches relocated
to enhance customer
convenience

61

branches transformed

1

new branch opened in
Andaulpotha, Badulla District

3

limited service branches
opened

75
CRMs installed

Customer-centricity

LKR 74.4 billion

value of moratoriums
granted

42,073

customers benefited by
granting concessions

12

new products launched

LKR 7,397.2 million

value of facilities
rescheduled

2,230

customers benefited by
rescheduling

Customer-centricity is a key pillar in Bank
of Ceylon's transformation strategy. The
Bank has always maintained a customer-
centric approach to doing business, and
this was never more evident than in the
Bank’s response to customers affected
by the ongoing crises in Sri Lanka.

Business Revival and
Rehabilitation

40

businesses revived

22

businesses under revival
support

Approximately

2,500

direct and indirect jobs
protected

LKR 11.8 billion

customer cashflows
managed by BRRUs

LKR 65.4 billion

customer exposure with
revival support

Following disruptions caused by

the COVID-19 pandemic, Sri Lanka’s
economic crisis in 2022 brought
unprecedented challenges for the Bank's
corporate customers. Businesses faced
loss of competitiveness, increased

cost of capital, major working capital
and cash flow issues, and in the worst
cases: business failure and closure. This
resulted in continuous increase of Non-
Performing Credit Facilities (NPCFs).

In response to the ongoing crises, the
Bank focused on revival of businesses
over recovery; a key component of the
Bank's strategy toward implementing
a rewarding credit culture and healthy
credit portfolio.

During the year, the Bank provided critical
and continued support to customers
affected by the crises, including
extended moratoriums, concessions, and
rescheduling and restructuring facilities.
Additionally, affected businesses were
granted fresh facilities to meet working
capital requirements and ensure their
survival and long-term sustainability. A
key component in the Bank’s efforts was
the Business Revival and Rehabilitation
Unit (BRRU) established during the
previous year.
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Strengthening the function of the BRRU
by expanding to all provinces.

Establishing a special committee and
holding weekly review meetings chaired
by the CFO, to assess and take quick
decisions regarding support and relief to

corporate customers.

Strengthening the Bank’s oversight and
monitoring and evaluation functions for
loans and advances at all levels.

Engaging closely with customers;
proactive and routine visits to provide

Business revival

business advice, consultancy, and
solutions during the crisis.

Customising, rescheduling and
restructuring of facilities to suit each
customer’s individual cash flows.

Holding regular workshops and revival
clinics to build awareness and capacity
of staff to respond to varying customer
needs and provide quick and dynamic
revival measures.

Reviewing the Bank’s recovery policies
and guidelines.

2022 2021
Businesses revived 40 16
Businesses under revival support 22 6
Number of employment secured (approximately) 2,500 4,900

Supporting Retail Customers

LKR 67.9 billion

Interest rate rationalisation
for "Personal and Pensioners
Loan Schemes"

Interest rate fluctuations in 2022 and the
ongoing high interest rate regime had a
drastic effect on personal loan customers
who obtained credit on variable interest
rates (VIR). The Bank made an internal
decision and accommodated regulator
recommendations to support crisis-
affected personal borrowers. Where
appropriate, a concessionary interest
rate was extended to VIR borrowers

and credit granted at fixed rates

was honoured in line with regulator
requirements, with the Bank absorbing
the additional funding cost. Further,
information on support to retail
customers is detailed in the business line
reviews on page 65.

Innovation and
Responsiveness to
Customer Needs

The Bank continuously engages with
customers, remains responsive to their
concerns, accommodates regulator
recommendations and carries out
market research to provide a richly
diverse product-range that caters to the
full volume of the market. In response

to the crisis and the changing needs of
customers, the Bank launched a number
of new products including time deposits
that enabled customers to meet their
investment needs in line with interest rate
movements. An affinity card for state
sector employees and a Health Savings
Account, the first of its kind in Sri Lanka,
were some of the new products and
services extended to customers during
the year. More information on products is
available in the business line reviews on
page 65.

Stakeholder Outcomes

Customers

Innovation to meet the needs of
customers and country is at the heart of
Bank of Ceylon's business model. The
Bank has pioneered a number of initiatives
to support key customer segments

to diversify their offering, access new
markets, expand their business and gain
local and international exposure. Key
amongst these are the BoC Export Circle
launched the previous year, and the new
SME Circle, launched in January 2022.
More details of the Bank’s development
lending are available in the Community
and Environment section on page 103.

Export Circle

LKR 1.2 billion

loans disbursed under
export circle

191

exporters canvassed under
export circle

The BoC Export Circle supports export-
oriented businesses, particularly SMEs,
with networking opportunities and
capacity building, in addition to the
financial support. The Bank works closely
with key state and industry agencies
such as Export Development Board
(EDB), National Enterprise Development
Authority (NEDA), to provide customers
with crucial, timely, and continued
support. These efforts also addressed
the Country’s urgent need for increased
foreign exchange inflows through
improved competitiveness of exports.
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Stakeholder Outcomes

Customers

SME Circle

Focuses on export oriented,
SME innovators, inventors
and tech startups

Provide information and
advisory services in addition
to credit

Introduced in January 2022, the BoC SME
Circle focuses on Small and Medium
Enterprises (SME) export-oriented
businesses, innovators, inventors, and
business and tech startups; providing
information and advisory services in
addition to access to credit in the form
of business startup and seed funding.
During the year, the Bank launched

a dedicated mobile application and
web-portal to allow customers to apply
for loans and raise requests.

Foreign Circle

5,446

customers served

21

awareness programmes
conducted focusing
customers

To commemorate the 83rd anniversary,
Bank of Ceylon launched its International
Customer Service Support Unit, 'BoC
Foreign Circle'. The unit, launched by the
Bank's International Division, aims to
provide maximum convenience to BoC
customers who work and live abroad.

Whilst new unit's representatives will
engage with customers in Asia, Europe,
the Middle East, and other countries

to ensure they could quickly and
conveniently access services in

Sri Lanka. Customers are able to
experience the services such as instant
account opening, obtaining ATM and other
cards, loans, and online banking services,
along with numerous other convenience-
driven products and services.

Customer Experience

Excellence in customer experience is
one of the Bank’s strategic pillars, which
ensures the Bank's ability to maintain a
distinct and differentiated presence in
the sector, while ensuring retention of
customers and attracting new business.

BoC’s Customer Experience Unit serves
as a dedicated team to handle customer
complaints and addresses service-
related issues, whilst identifying areas
for capacity enhancement of front line
staff. The Bank's dedicated research unit
conducts surveys to assess customer
satisfaction and identify pain points for
improvement of customer experience.
These elements have helped to create a
service-oriented culture within the Bank.

During the year, the Bank carried out

a number of initiatives to improve
customer experience and service delivery
across branches, business lines and
customer touch points.

* Customer Experience Unit was
strengthened and staff capacity
improved.

* Branches and Smart Zones were

improved to be consistent with BoC's
brand and branch standards.

* Implementation of 5S at branches
monitored and improved. Physical
assessments carried out, followed
by competitions and challenges to
improve adoption and adherence.

* Branch-level performance and
motivation measures carried out,
including financial incentives and
real-time leaderboards contributing to
reduced errors and improved service
delivery.

* Intra-bank awards and challenges
conducted (Spirit Awards and
Challenge Awards) to drive motivation
and ensure service delivery standards.

Internally, the Bank has continued to
invest in and implement Robotic Process
Automation (RPA) for processes that
improve customer convenience. These
investments have improved turnaround
times, and the customer experience.

A key step in improving customer
experience was the introduction of

new digital services that provide
increased convenience and reliability for
customers. These include automations
for transactions that can be carried out
seamlessly through a number of the
Bank's digital platforms including online
banking and mobile banking. Additionally,
continuous improvements to the digital
customer journey have resulted in

large gains for customer service and
customer experience.
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Process Improvements as a Result of Workflow
Automation via DMS

Process

Debit card
reactivations

Previous position

Current position

Handled centrally
Turnaround time — 3 Days

Reactivations are done at
branch level and turnaround
time — 10 minutes

Online application
for credit cards

Feature not available

Customers can request credit
cards through BoC's web portal

Covering approval
for pawning

Manual process
Turnaround time — 3 Days

Automated paperless process
Turnaround time — 1 hour

Improvements to
prior approvals in
corporate segment

Improvements to
near cash loans

Timeout issues existed

Process improvement made

Improvements to
generic approval
process

Improved case search options
and identified issues were
rectified

Improvements to
FD opening process

Special rate upper limit validated
in code level

Data quality index validations not
available

Special rate upper limit
parameterised

Integrated to data quality Index
validation engine

Product level total FD amount
validations added

Additionally, continuous improvements to the digital customer journey have resulted in
large gains for customer service and customer experience.

The Bank’s complaints handling procedure ensures transparency and accountability
with all stakeholders. Feedback is encouraged at every touchpoint, with the
perspective of providing quality service to stakeholders.

2022 2021
Number of complaints B/F 39 36
Customer complaints received during the year* 3,054 2,159
Customer complaints addressed during the year 3,069 2,156
Number of complaints C/F 24 39
Net Promoter Score (NPS) 35 40
Customer satisfaction rate (%) 78 79

* Number of complaints in year 2022 increased by 41% compared to 2021, primarily due to:
— Significant increase in complaints regarding the increased loan interest rates

— Loan recovery issues

— Interest rates applicable to early redemption of fixed deposits/penalty rates

Stakeholder Outcomes

Customers

Digitalising the
Customer Journey

Bank of Ceylon recognises the crucial
role of digitalisation in meeting the
modern demands of the banking sector
whilst enhancing customer experience
and ease of banking. As such, Digital
Excellence is a cornerstone of the
Bank’s strategy for medium to long-term
sustainability. The Bank continues

to invest in digital infrastructure and
solutions that cater to the diverse needs
of its customers. As a result, there has
been significant adoption of digital
channels resulting in 48% of all customer
transactions occurring through digital or
electronic banking channels in 2022.

Highlights of the Bank’s efforts for greater
digitalisation of the customer journey
in 2022:

* Introduction of Digital KYC to all
branches, including paperless customer
onboarding with e-signatures.

* Expanded merchant network equipped
with BoC's SmartPay enabled PoS and
MPOS machines.

* Initiated new partnerships with state
institutions, fuel stations, and charities
to enable cashless transactions through
SmartPay.

* Retained status of number one
e-commerce acquirer by onboarding
new vendors for BoC'’s Internet Payment
Gateway (IPG).

* Introduced apply online facilities for a
variety of new banking transactions,
including personal loan products, home
loans, savings accounts, and credit cards.

* Oriented customers with the Bank’s digital
products through branch-level initiatives,
including real-time digital dashboards and
physical “Meeter-Greeters” engaging with
customers and providing a walk-through of
digital products.

* Introduction of new automated modules
for debit card cancellation, covering
approvals for TOD, covering approvals for
pawning, DQI validation, etc.

* Facilitation of digital updating of life
certificates for pensioners via BoC
branches.

* Automation of large-value merchant
payments via SLIPS.

* Automated customer notification and
updating system.
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Stakeholder Outcomes

Customers

Digital Adoption

Electronic banking

(ATM/CRM/CDM machines)

LKR 3,034.5 billion

(+26%)

transaction value

152.0 million
(+19%)

transaction volume

&

¢

-

LKR 15.7 billion
(+26%)

transaction value

2.6 million
(+12%)
transaction volume

LKR 3.2 billion
(+88%)

transaction value

8.3 million
(+80%)
transaction volume

291,478
(+42%)

new registrations

L]

1,974,138
(+31%)
registrations

LKR 1,202.6 billion
(+87%)

transaction value

BANK OF CEYLON

‘»-..-/

Bankers to the Nation

33.9 million
(+25%)

transaction volume

322,923

new registrations

LKR 59.0 billion
(+98%)

transaction value

LKR 26.9 million
(+38%)

transaction volume

126

Registered vendors
(+43%)

4

LKR 114.0 billion
(+43%)

transaction value

29.3 million
(+32%)
transaction volume

8,967

PoS machines
(+16%)
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Investment in Digital
Infrastructure

In line with greater adoption of digital
products and services resulting in
increased share of digital transactions,
the Bank continued to invest in
strengthening digital infrastructure to
ensure reliability, system-availability
(uptime), and security across multiple
channels. System uptime is measured
regularly and incorporated as a KPI for
key business units and staff.

Highlights of investments in digital
infrastructure in 2022, to uplift customer
service:

* Strengthened back-end to support
increased load of online banking
transactions

* Automation of several workflows,
including debit card re-activation, FD
opening, DQI validations, near cash
loans, etc.

* LKR 810 million Investment during
the year, pertaining to hardware
infrastructure catering to the high
volume of digital transactions.

* Provisions to ensure business
continuity via remote-working and
WFH for bank employees.

* Enhancement of BoC SmartPay features
to meet the needs of different vendors
and sectors, including extension of Lanka
QR for payments to state institutions,
fuel stations, charitable payments, and
Web QR payments.

* Introduction of Dynamic QR and a
Merchant Portal (with Dynamic QR,
comprehensive detail reports, and
interoperability of Web QR)

* Introduction of new features for BoC
Connect and expansion to wider
agent-network.

* Introduction of multilingual support
for BoC Smart Passbook.

* Implementation of internet and mobile
banking systems for the Bank’s
overseas branches.

* Introduction of a new Trade Finance
system.

* Recruitment of new personnel and
engineers for the Bank’s IT division.

* Digi-pads expanded to all branches.
* Streamlined goAML reporting as

part of the Bank's efforts to prevent
financial crime.

Customer Education

1,019

customers directly
benefited through education
and awareness raising
programmes

Bank of Ceylon is committed to
conducting ongoing customer education
and awareness programmes that target a
diverse range of groups, including SMEs,
MSMEs, women entrepreneurs, students,
and public servants.

During the year, the Bank conducted a

variety of programmes to education,

raise awareness, fight disinformation,

and contribute to financial literacy:

* Financial Literacy programmes
targeting Development Assistants and
Development Banking Staff.

Financial Literacy with the Central
Bank of Sri Lanka (CBSL) for Domestic,
Agriculture and Development (DAD)
customers.

* Education programmes for nursery
growers registered with the
Department of Export Agriculture.

* Awareness raising programmes with
fisheries communities about the Bank’s
concessionary Diyawara Diriya loan
scheme.

* Education and awareness-raising
programmes about inward
remittances through formal channels.

* Awareness programmes about
children’s banking products and green
savings products: e-thuru, Diyavara
Kekulu, Haritha Kekulu.

Stakeholder Outcomes

Customers

* Integrated communications and
multi-channel campaigns to fight
disinformation and build confidence in
Sri Lanka's banking industry.

Responsible Banking

Bank of Ceylon practices transparency
and accountability in all interactions

with customers, and is committed to
providing clear and accurate information
about all products and services. The
Bank clearly communicates all relevant
information to customers in a language
of their preference, including details such
as interest rates, maturity periods, and all
terms and conditions. Banking practices
and customer engagement are fully
aligned with the CBSL Customer Charter,
which outlines the obligations and
standards that customers can expect.

Data Privacy and IT Security

In line with moves toward greater
digitalisation and online and mobile
transactions, the Bank considers
information security and data privacy
as key focus areas of its responsibility
toward customers. The Bank is
committed to safeguarding the privacy
and security of customers' personal and
financial information through rigorous IT
security policies and procedures and a
risk-conscious organisational culture.

GRI 418/FN-CB-2300a.1

No complaints were received concerning
breaches of customer privacy. No data
breaches were identified during the year,
no Personally Identifiable Information
was subject to data breaches, and no
account holders were affected by data
breaches.

FN-CB-230a.2

During the year, in addition to investing
in digital infrastructure, the Bank took
measures to strengthen IT Security by
revising policies, conducting regular
vulnerability testing, and improving
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Stakeholder Outcomes

Customers

alignment with leading IT and cyber
security standards and frameworks. The
Bank’s efforts to manage IT risks are
further detailed in the Risk Management
Report on page 140.

Highlights of the Bank's actions to
improve data privacy and IT security in
2022:

Complied with industry standards and
enabled two-factor authentication
(2FA) via 3DS 2.0 authentication
protocol, to maximise security of
customers.

Implemented deception technology
at the Bank's overseas branch in
Chennai.

Security Operations Centre (SOC)
and Network Operations Centre (NOC)
set up.

Process initiated to obtain ISO
20001 certification for Information
Technology service management.

COBIT IT governance framework
implementation initiated.

Cyber-security training and awareness
raising programmes conducted for
staff across a variety of business
lines.

Data security policies and processes
reviewed.

Implementation of Data Loss
Prevention (DLP) and data leakage
prevention solutions underway at
the Bank’s Head Office and overseas
branches, with plans to expand to all
branches.

2022 2021
Data breaches (Numbers) Nil Nil
Percentage of data breaches involving Personally Nil Nil
Identifiable Information (PI1) (%)
Account holders affected by data breaches (Numbers) Nil Nil

The Bank is positioning itself to
support customers during 2023 too.
Even as moratoriums come to an end
in December 2022 and crisis-affected
businesses face repayment pressures,
Bank of Ceylon remains committed to
working with customers in line with
expected regulator recommendations
for further concessions to affected
borrowers during the upcoming year.

Key priority areas for the Bank in 2023
and beyond:

* Continued focus on scaling up
digitalisation and adoption of digital
products and services including
continuous improvement and
adoption of process automation.

Strengthening internal controls and
investment in capacity building of
workforce to deliver sustainable
value to customers.

Strengthening of central BRRU and
decentralised BRRUs to handle

larger volumes and participate in
the revival of businesses and the
economy and creating a Business
Revival culture within the Bank.

Exploration of benefits and
convenience features for

BoC cardholders, including
improvements to self-service.

Further enhancements to

security infrastructure, network
infrastructure, and remote-working
capabilities.

Enhancing green lending and green
products.

Exploration of Al and machine-
learning to support predictive
capabilities and functions of the
Bank.

Launch of new website with greater
accessibility and other features.
Exploration of new non-traditional
social media platforms and
customer touch points.
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Stakeholder Outcomes

Employees

Employees make up the vital human capital of the Bank, and are the backbone of BoC’s operations. As
the largest employer in the banking sector, Bank of Ceylon is committed to empowering and equipping

its team to succeed; whilst contributing to developing the capacity and professionalism of the Banking

Sector in Sri Lanka.

Highlights

Asia’s Best
Employer Brand

Award 2022 -
World HRD congress

Global HR
Excellence Award

2022 -
World HRD congress

59%

female representation

(o)
65%
of new recruitments for
essential new roles in IT

On the back of disruptions and
changes to the world of work caused
by the COVID-19 pandemic, Sri Lanka's
economic crisis and resultant socio-
political disruption presented unique
challenges to the Bank’s Human
Resource (HR) function in 2022.
Shortages of fuel and essential items
and the civilian protests that followed
impacted the ability of staff to access

Operating context

* Work disruptions coupled with fuel
shortages limiting access to branches

LKR 73.9 million

invested in Training and
Development

the Bank's branches, especially the

Head Office; even as routine country-
wide power cuts hampered business
operations. Given the state of the
economy and the Government's fiscal
crisis, the Bank's scheduled and routine
recruitments continued to be postponed.
Increase of out-migration and resulting
brain-drain also posed a challenge for
the sector and the Bank. Additionally,

* Talent retention was challenged
coupled with migration and resultant
brain drain

Average

16 man-hours

of training per year, per
employee

the rising cost of living brought on by
accelerating inflationary pressures
served as a major point of concern for
the Bank's employees.

In this climate, the Bank prioritised business
continuity and the wellbeing of employees
while continuing to invest and empower the
workforce to achieve their potential.

* Inflationary pressures and rising cost
of living

The Bank's response

* Work from home
(WFH)/Remote-
working piloted.

continuity.

* Supported staff with
transport facilities
to ensure business

Prioritised
recruitment in key
growth areas.

* Created entry-points  *®
for professionals and
high-skilled staff and
leveraged contract-
based engagement.

Reviewed promotion
policies, benefits,
and allowances to be
on par with market
requirements.
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Stakeholder Outcomes

Employees

Listening to Our Employees

Engagement platforms

v Multi-level
staff meetings (ongoing)

v Open door
culture (ongoing)

v Grievance handling
mechanism (ongoing)

v Virtual engagement
through tvBoC (ongoing)

v Performance
appraisals
(annual/biannual)

v Engagement through
trade unions (ongoing)

v Year-round activity

calendar (ongoing) ‘ ﬁ

Staff Profile

As the largest financial institution in

the banking sector, the Bank of Ceylon
provides a diverse and inclusive
workplace that cultivates a dynamic and
motivated workforce. With a workforce
of 8,209 permanent employees, spread
across nine provinces in Sri Lanka, as well
as branches in Maldives, Seychelles, and
India, and a subsidiary bank in London,
the Bank is committed to diversity and
inclusiveness, embracing individuals
from a range of religions, ethnicities,

and socio-economic backgrounds. This
diversity is what sets the Bank apart

and makes it a preferred employer in the
industry, attracting the best and brightest
talent in the country and fueling its many
successes.

What they require

v Competitive remuneration schemes

v Safe work place

v Career progression

v Opportunities for skills development

A

v Equal opportunities

v Job security

v Post retirement benefit plan

v Measures to ensure physical

and mental well-being

v" Ongoing opportunities
for training and skills
development

v Attractive reward and
compensation structures

v Retirement benefit plans

Workforce
total employees

(permanent)
8,209

59%

female
representation
(permanent)
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Employees
2022 2021

Region Permanent Outsourced  Contract Permanent  Outsourced  Contract
Sri Lanka

Western Province 3,601 368 3 3,620 351 113
Central Province 708 162 0 723 160 1
Eastern Province 456 131 0 469 131 0
Northern Province 511 130 0 521 120 1
North Central Province 564 126 0 580 127 4
North Western Province 665 130 0 676 131 5
Sabaragamuwa Province 530 120 0 552 121 1
Southern Province 723 150 0 740 153 0
Uva Province 451 118 0 456 118 0
Total 8,209 1,435 3 8,337 1,412 25

Employees by Age

Islandwide presence and
international reach

Balance of youth and
experience

52%
employees under the age of
35

44%
employees between 35 and
55

11+

years average service length
of permanent employees

100%

Senior Management hired
from local communities

4%

44%

41%

® 551060

35t0 55 @ Lessthan 35

Employees by Tenure

54%

55%

® >15

5>15 @ <5
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Stakeholder Outcomes

Employees

Clear career development and progression

20%

in roles with managerial/
oversight responsibility

Employees by Nature of Employment

® Permanent Outsourced ® Contracted

In 2022, the Bank drafted a new

Exit Interview Policy after extensive
consultation with stakeholders. Amidst
the rapid uptake of Social Media and
its associated risks, the Bank carried
awareness programmes to improve
employee awareness on professional
handling of personal Social Media.

Diversity and Inclusion

Bank of Ceylon's employees are

diverse and dynamic; a reflection of the
customers and stakeholders served by
the Bank. The Bank's Human Resources
Policy coupled with the Disciplinary Code,
amongst other policies, ensures equal
opportunities and a work environment
free from sexual harassment.
Additionally, the Bank has a separate
policy in place to address employee
grievances, further demonstrating BoC'’s
commitment to creating a fair and
inclusive work environment.

Diversity of Governing Bodies

% 65%

26%

Additionally, the Bank has provisions

in policy for hiring of differently-abled

persons, with a 16 number of differently-

abled staff enriching the Bank's services s
and culture during 2022.

® Executive Management @ Board of Directors

Employees by Category
and Gender

Nos.

2,500
2,000
1,500

1,000

5 4—J I |
0
A B C D

A — Corporate and Executive Management
B — Managerial
(Chief Managers, Senior Managers,
Branch Managers, Assistant Managers)
C - Officers
(Including Management Trainees)
D - Staff/office assistants and allied grades

® Male Female

GRI 405-1

The Bank of Ceylon retains one of

the highest female representation

rates in the sector; with 59% female
representation in 2022. Governing bodies
are also representative of this diversity,
with the Bank’s Executive Management
showing 94% of female representation.

Corporate Management
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Diversity of Employees

Nos.

5,000

4,000
3,000
2,000
1,000

0

2021 2022

Male e Female

Equal Pay

As dictated by the Collective Agreement
entered into for 2021-2023, and the
Bank’s policies in place, Bank of Ceylon
ensures that equal pay (1:1 ratio) is
maintained between men and women.

Inclusive Culture and Work
Environment

The Bank has a Disciplinary Code

in place, with directives, processes,

and protocols, which take a proactive
approach to dealing with potential
sexual harassment in the workplace. The
Bank'’s Grievance Handling Policy further
stipulates and systematises handling of
grievances from query to resolution.

GRI 401-3

These policies, together with the Bank's
commitment to maintaining fair working
practices, creating a conducive work-
environment for women. An important
component of the Bank's efforts to
attract and retain key female talent is the
provision of parental leave. The Bank has
seen continually high return-to-work rates
from employees taking parental leave,
and has successfully retained 100% of
employees taking parental leave.

Stakeholder Outcomes

Employees

GRI 401-3

2022 2021
Employees entitled to parental leave as at
Tst day of the year 4,869 4,970
Employees who availed parental leave during the year 445 505
Employees returned to work during the year,
after completing parental leave 414* 427
Employees due to return to work during the year after
completing the parental leave 445 505
Employees retained 12 months after returning to work** 505 505
Return to work rate of employees taking parental leave 100% 100%
Retention rate of employees taking parental leave 100% 100%

*46 employees returned to work in 2022 from parental leave taken during 2021.
**Refers to employees retained, who availed parental leave during 2021.

Recruitment

57

All recruitments of the Bank is carried new recruits

out as per a Board approved man-power
plan. Public advertising of any recruitment
opportunity is ensured, and stringent
standards and vetting protocol maintained
for selection of new recruits, inclusive of

61%

recruitment

female representation in

performance against written exams.
o

. 65%

The Bank continued postponement of

scheduled recruitments in light of the

challenging operating environment faced areas in IT

hiring for essential growth

by the Country and sector. However, in
order to support the Bank’s digitalisation Recruitment across
efforts, recruitments were carried out 5

to fill 37 positions in the Information

Technology (IT) department. Maintaining provinces
minimal replacement levels, a total of 57
new recruits were welcomed to the Bank
during the year.
New recruits 2022 2021
n Male 22 3
Female 35 2
k 9] M
93
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Stakeholder Outcomes

Employees

Recruitment by Region

Province Male Female

224

total turnover in 2022

Central Province - -

Eastern Province - -

Northern Province - -

North Central = 2
Province

North Western = 1
Province

Sabaragamuwa - 2
Province

Southern Province = 1

Uva Province = =

Western Province 22 29
(including H/0)

Total 22 35

Turnover
Employee Turnover

Despite pressures on employee turnover,
recruitment, and retention caused by the
Country’s protracted economic crisis; the

Bank was able to adapt and work closely with

teams across operations to ensure business
continuity and achievement of targets.

Considering the tumultuous and volatile
business environment, staff turnover
showed a slight uptick in 2022. A total of
224 employees exited the Bank during
the year, through voluntary resignation
and retirement. Responding to the state
of the labour market, the Bank reviewed
KPIs to leverage efficiencies and
synergies and revisited the Promotion
Policy to improve BoC's attractiveness
to prospective employees. Further, the
Bank is in the process of drafting a new

Employee Retention Policy in response to

out-migration pressures.

38%

of turnover from retirement

58%

of turnover from resignation

Value Proposition to
Employees
The Bank creates value for its employees

through a variety of ways that go beyond
remuneration and rewards.

Competitive remuneration and
merit-based rewards

Consistent engagement and
employee motivation

Inclusive, equitable, and
merit-based workplace culture

2022 2021
Resignation and
deceased
Male 35 15
Female 105 30
Retirement
Male 34 0
Female 50 0
Total turnover 224 42

Building a High-
performing Team

Bank of Ceylon's dedicated employees
are key to the Bank's strategic ambitions
and goals. They are the beating heart of
the Bank and the primary interface by
which the Bank serves its customers. As
such, strengthening and equipping the
Bank’'s employees to function at their
optimum is a key focus area.

Work-life balance with focus on
health and wellbeing of staff

Safe and dynamic work
environment

Concessionary and complementary
benefits

Continuous investment in
training, development, and career
progression

Post employment benefits
(pension)

The following sections outline how the
Bank has delivered on its value proposition
to employees during the year 2022.

The BoC Culture

Bank of Ceylon is home to a diverse,
inclusive, professional, and merit-

based workplace culture. This culture is
fundamental to the success of the Bank's
dynamic, motivated, and high-performing
workforce.
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Consistent engagement; continuous
investment in training, development, and
career progression; fair remuneration;
and facilitating a safe and excellence-
focused work environment are key
elements of the Bank's strategy and
culture. These ensure BoC is a preferred
employer in the industry able to attract
and retain the best talent in the Country.

BoC's culture and workforce are

also a major factor contributing to
achieving the Bank’s strategic pillar of
digital excellence; customer-centricity,
rewarding credit culture and healthy
credit portfolio and stability, governance
and sustainable growth.

Remuneration, Rewards,
and Benefits

In line with the Collective Agreement
signed for the period 2021 to 2023,

the Bank’s employees receive a range

of benefits and incentives in line with
market rates. Employees also receive
discretionary bonuses and incentives,
paid leave, medical reimbursements, and
concessionary loan facilities as part of
the Bank’s commitment and investment
in its Human Capital.

Staff Loan Schemes at
Concessionary Rates

1% 5%

15%

\

1%2%1%

@ Unified General loan
Distress advance ® Investment loan

® Distress three Vehicle loan
months’ salary loan @ Others

® Computer loan
PF loan

® Housing loan

During the year, the Bank conducted a
comprehensive review of its employee
remuneration and benefits programme to
ensure competitiveness and fairness in
light of the Country’s economic crisis and
rising rates of inflation. Salary revisions
were also undertaken for overseas
branches in line with market rates.

The Bank also supports its ex-employees
who completed their tenures of dedicated
service at the Bank of Ceylon, in the form
of superannuation, and support for medical
requirements. This support is also made
available to widows and orphans, in line
with the Bank's policies. Pension values
were revised during the year on par with
government-mandated recommendations.

7,326 pensioners supported by the
Bank’s Superannuation programme

* W/W and OP beneficiaries 2,001

* Combined benefits circular reviewed
to provide for inflationary pressures

All salary and non-salary benefits for
employees are defined by the Collective
Agreement entered into by the Bank. The
agreement dictates that fair and equitable
remuneration and benefits are extended to
all employees of the Bank as appropriate.

2022
LKR billion

Investment in compensation
and benefits 27.5

Superannuation support to
pensioners 1.5
Staff Payments

2022
%
Female 60
Male 40

Stakeholder Outcomes

Employees

Fair Working Practices

As an equal opportunity employer, the
Bank has implemented a number of
policies, procedures, and guidelines to
ensure equal treatment and opportunities
for all employees, regardless of race,
gender, religion, or other factors.

BoC's strict policies, procedures, and
guidelines create a non-discriminatory
work environment and comply with all
local regulations and international best
practices.

The HR Policy Committee, chaired by
the General Manager; together with the
HR and Remuneration subcommittees;
oversees all matters with regard to the
Bank’s overarching HR strategy, including
policy-level direction and support.

The HR Department carries out the

role of operationalising the Bank’s HR
management function. A Transfer Board
oversees all employee transfers.

The Bank also maintains an open-door
policy to ensure transparency and
accountability across operations and
hierarchical reporting lines.

During 2022, the Bank introduced a new
Exit Interview Policy designed to help
the HR function fine-tune its efforts for
employee engagement and retention.

The Bank provides for Freedom of
Association and Collective Bargaining
with 100% employees obtaining
membership from amongst six Trade
Unions. All negotiations with Trade
Unions are conducted through elected
representatives and utmost transparency
is ensured. The Collective Agreement
signed in 2021 for the period 2021 to
2023 continued to be in force during
2022.

BANK OF CEYLON | ANNUAL REPORT 2022 95

COMPLIANCE FINANCIAL ACCOUNTABILITY MANAGEMENT DISCUSSION OUR BANK LEADERSHIP OVERVIEW
ANNEXES REPORTS AND ANALYSIS INSIGHTS

SUPPLEMENTARY
INFORMATION



COMPLIANCE FINANCIAL MANAGEMENT DISCUSSION LEADERSHIP
ANNEXES REPORTS ACCOUNTABILITY AND ANALYSIS OUR BANK INSIGHTS OVERVIEW

SUPPLEMENTARY
INFORMATION

Stakeholder Outcomes

Employees

All permanent employees are covered
by collective agreements that outline
the notice period and provisions for
consultation and negotiation, with a
notice period of six months provided
prior to significant operational changes.

GRI 404-3

The Bank conducts bi-annual
performance evaluations for all
employees, based on pre-determined
Key Performance Indicators (KPIs).

The Bank's Promotion and Career
Advancement Policy outlines the criteria
required for promotions, and promotions
are granted based on a combination of
interview performance and pre-interview
marks, with a significant portion of the
pre-interview marks coming from the
Performance Management System and
make available before the promotion
interviews.

Merit-based 2022 2021
promotions

Male 301 303
Female 287 426

No incidents of discrimination and
corrective actions taken were reported
during the year.

Safe and Dynamic Working
Environment

Bank of Ceylon places great importance
on the health, safety, and wellbeing of

its employees. The Bank has instituted
comprehensive guidelines to cover key
areas of Health and Safety (H&S) in the
workplace. Further, employee entitlements
under the Bank’s medical assistance

schemes are clearly outlined in collective
agreements that promote participation
and consultation in Occupational Health
and Safety (OHS) matters.

Response to the Fuel Crisis
and COVID-19 Pandemic

* LKR 47.6 million invested in staff
safety and facilitation of access
(transport) in response to COVID-19
and the fuel crisis.

* Work from Home (WFH) piloted to
select functions and expansion plans
are in place

* 887 man-days of WFH provided

* Infrastructure for remote-work
expanded

* Over 3,000 employees availed use of
the Bank-provided transport facilities
during the crisis

* Temporary transfers, flexi-hours,
rotations, roasters, and relaxed dress
codes instituted on a need-basis

* Medical reimbursements continued
for COVID-19 affected employees and
family members

GRI 403-7/403-8/403-9/403-10

56 lost-days were recorded during the
year as a result of absenteeism or work-
related injury and/or work-related ill
health. This reflects the Bank's continued
efforts to mitigate the impact of the
COVID-19 pandemic and ensure a safe
work environment for all employees.

GRI 403-2/403-1/403-3

GRI 403-4/403-5

As part of the Bank’s commitment

to uphold the health and safety of
employees, formal Occupational Health
and Safety (OHS) Committees are in
place, and include representation from
employees. Routine fire drills and regular
health awareness programmes were
conducted during the year to make
employees aware and promulgate a
culture of Health and Safety. In addition,
a high-level Special Safety Task Force,
made up of senior management,
continues to assess and manage Health
and Safety risks for all employees.

To support the health of employees,
the Bank has made available an
in-house doctor and a pharmacy

at the Head Office and offers a
comprehensive medical assistance
scheme to all permanent employees,
covering Outpatient (OPD) treatment,
hospitalisation, and includes treatment
for COVID-19, amongst others.

Training and
Development

Investing in employee training remains

a priority for the Bank of Ceylon, with
significant resources dedicated to this
effort. The Bank’s HR function endeavours
to enable employees to become better
leaders, effective decision-makers, and
motivated and satisfied individuals.

Days
Lost days or absenteeism due to work related injury and/or
occupational disease 56
Lost days due to COVID-19 infections 51
Special leave granted for COVID-19 related quarantine 331
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These values are at the center of the
Bank's efforts toward building a resilient
workforce and ensuring sustainable value
creation and growth.

In particular, the Bank's training
framework is designed to equip its
workforce with the skills and knowledge
necessary to thrive in a rapidly changing,
volatile, and complex environment.

The framework also outlines systems
and processes for needs assessment,
goal-setting, programme design and
delineation of learning outcomes,
selection of training methods, and
measures to ascertain effectiveness of
training.

During 2022, the Bank allocated LKR 73.9
million towards training and development
of employees. With regard to leadership
development and career progression, the
Bank initiated data-driven, technology-
aided efforts to roll out succession
planning for managerial positions

and above; identifying particular roles
and grooming suitable candidates to
take up more responsibility and senior
positions. These efforts were supported
by concerted Leadership Development
programmes, arranged for all managerial
level positions, utilising external resource
persons and institutions.

663

training programmes
carried out

129,493

total training man hours

Despite challenges posed by the tail-end
of the pandemic and the onset of the
economic crisis, the Bank continued its
training efforts by scaling up utilisation
of virtual platforms and leveraging
systems and channels for training such
as MSTeams, Zoom, and tvBoC. Trainers
adapted training programmes to suit
online and digital platforms with a variety
of interactive and engaging resources.

The Bank also carries out physical

training at a dedicated training center in
Maharagama, and facilitates other training
with qualified and expert resource persons
in Sri Lanka and overseas.

The Bank provided training amounting to
129,493 man-hours during the year, at an
average of 16 man-hours of training per
employee for the year.

2022 2021
LKR million  LKR million

Investment in
training 73.9 64.1

Dedicated "Central Training
Institute” with Auditorium,
Lecture halls, Library, Hostel
facility and specialised
resource pool

Average

16 man-hours

of training per year, per
employee

Adoption of online and digital
training channels scaled up

Employees

As part of adapting to a rapidly changing
business environment, the Bank's training
and development initiatives in 2022
focused on re-skilling employees for

the new era of banking and digitalised
financial services, while furthering BoC's
long-term plan to mainstream customer-
centricity, improve efficiency, and skill-up
employees to unlock their potentials.

GRI 404-2

Key Training Programmes
during the Year Focused
on the following Areas,
amongst Others:

* Lending

* Information technology

* Compliance

* Collection and recovery

* General banking and banking
operations

* Internal control and audit

* Treasury operations

* Human resource

¢ Skills development

* Sales and marketing

* Finance and planning

* Risk management

* Legal

* Security

* Personal grooming and etiquette

* Work life balance and stress
management

tvBoC constitutes an integral channel
through which the Bank delivers dynamic
and engaging training programmes to
employees. Coupled with other e-learning
and digital platforms, the Bank ensured
delivery of crucial training to employees
in a timely manner.
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Stakeholder Outcomes

Employees

Key Training Programmes
Telecast through tvBoC:

* Discussion programme on pawning,
foreign currency, and remittances.

* CRIB report generation and data
decoding.

* Series on leasing, development
lending and refinancing.

Employee Engagement

Transparent, consistent, and systematised
employee engagement has been a

key success factor determining the
strength of the Bank's relationship with

its employees, its historically low levels

of staff turnover, and the excellent
performance of the Bank’s employees.
The Bank's commitment to engaging with
employees has contributed to maintaining
high levels of motivation, even in the face
of remote work and disruptions such as
the COVID-19 pandemic.

The Bank fosters open communication,
employs an open-door policy and utilises
a number of channels to ensure staff are
informed, connected, and engaged.

The Bank’s Channels of
Employee Engagement

Multi-level staff meetings

Open-door culture

In 2022, a mix of channels including

the Bank’s in-house television channel
"tvBoC"; new digital channels such

as e-Learning platforms, MSTeams;
traditional digital channels such as email
and email newsletters; Social Media
applications such as WhatsApp; and
traditional physical channels such as
events and competitions; proved to be
the most effective in garnering employee
engagement.

An employee engagement survey was
initiated in 2022, and results of the
survey are expected to be finalised during
the coming months.

Performance-based awards such as

the BoC Spirit Awards and Best Branch
Competition were major highlights of
the Bank's employee engagement, which
allowed high-performing and hard-
working employees to be rewarded and
recognised.

Further, cross-functional teams were
introduced in 2022 to facilitate open
sharing, ideation, and innovation
across business units, operations, and
segments. Standout ideas are rewarded
and recognised, and channeled through
the Business Process Reengineering

Grievance handling
mechanism

Project (BPRP) steering committee to
assess viability of implementation in the
Bank.

® 100 hours of training telecasting
through tvBoC

* Range of facilities for employee
wellbeing and welfare

* Campaigns and initiatives targeting
employee psychosocial health

* Holiday bungalows and resorts

* Multiple events and promotional
campaigns

* Branch-level engagement initiatives

With 100 hours of programming telecast
through tvBoC in 2022, the channel has
grown to become part of the Bank’s
fabric, and a key source of employee
engagement that covers the breadth of
the Bank’s operations.

Programmes Telecast
through tvBoC in 2022,
included:

* Relaunched WhatsApp Show targeting
employee engagement and awareness

® Cultural and religious programmes
* Monthly News Bulletins

Live and scheduled
programming through tvBoC

Ceybank newsletter with

employee submissions unions

Engagement through trade

through PEO TV

Two dedicated channels

Email and sectoral news and
awareness via BoC Library

Performance appraisals

Year-round activity calendar

Talent shows, singing

competitions, sports meet
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* Programmes promoting health
awareness and wellbeing of
employees

* Special programmes on counselling
and psychosocial wellbeing

* Educational programmes supporting
families and children of employees

* Live coverage of the Bank’s official
events

* Promotional campaigns

Further, as part of efforts to encourage
employees to engage in activities
beyond daily banking operations, the
Bank initiated the Shashrika Gewaththa
— Home Gardening programme. The
programme also aligns with the National
priority of improving food security of
communities across the Island. The
programme saw impressive adoption
with 328 branches and 148 employees
taking on the programme. Branch
management utilised social media for a
multiplier effect, sharing best practices,
recognising success, and appreciating
the efforts of branches and staff.

Stakeholder Outcomes

Employees

Staff Wellbeing and Welfare Facilities

The Bank’s range of facilities for staff wellbeing and welfare also prove to be effective
in motivating and engaging employees. Facilities include a gymnasium, library, and a
number of resorts and bungalows across the Island.

During 2022, the Bank enhanced library facilities and relocated the library to the Head
Office; introduced in psychosocial counselling made available to all staff.

The Bank's employees hold great
potential in the future direction and
sustainability of the Bank. They are the
nexus of the Bank's customer-facing
operations, and will be representatives
and ambassadors of BoC's customer-
centric culture.

BoC’s Human Capital is also a key
element in unlocking the Bank's digital
transformation. As such, the Bank
focuses on building a team that is
technologically advanced and results-
oriented.

Agility and dynamism are ever-more
crucial requirements in a rapidly
changing business environment,

and the Bank'’s long-term focus on
sustainable value creation hinges
on the ideation, innovation, and
transformative capacity of its
workforce.

Looking forward, the Bank is
committed to exploring new work
arrangements and ways of working
that would attract and cater to youth
while promoting a healthy work-life
balance for employees.

Continual investment is also expected
to continue upskilling, development
leadership, and planning the career
path of employees alongside the
Bank's future trajectory.
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Shareholder and Fund Providers

Bank of Ceylon is the Country’s first state-owned Commercial Bank, and remains fully owned by the

Government of Sri Lanka. The Bank also attracts investments from individuals and organisations who
purchase its debt securities, as well as lenders who provide crucial financial support. Additionally, the
Bank also functions as a Participatory Financial Institute (PFI); leveraging bilateral and multilateral
funding from international agencies and engaging in refinancing to directly support targeted industries
and segments of society. These partnerships enable Bank of Ceylon to enhance its services and
contribute to National development.

Highlights

LKR 6.5 billion Capitalinfusion of Dividend 29% cost-to-income
BASEL Il compliant LKR 730 pO"CY focused ratlct) reflects effeitlve
subordinated Tier million on preserving profit ZOS Ta;ager_nen

Il debenture fully generated for internal . %Spt'. € nyper
subscribed. made by the capital generation. inflationary pressures.

Government Treasury
during the year

Ensured strength of the Balance LKR 10,167.37
Sheet by covering

net assets value per share
10%
of the loans and advances by
impairment provision to face
future shocks

Operating Context performance that underscores the Bank's ~ The Bank's performance in this regard
sustainable business model, strategic is described in detail in the Financial

Despite the challenging operating decision-making, and dynamism and Review on page 60, and the Business

environment, the Bank of Ceylon agility in responding to crises. Line Reviews from page 65 to page 77.

remained steadfast in fulfilling its
commitments to the shareholder. BoC
successfully navigated unprecedented
challenges to deliver a noteworthy

Throughout the year, focus remained

on delivering sustainable value to
stakeholders, delivering on commitments,
and upholding the Bank's proposition.
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Listening to our shareholder

and fund providers

Engagement platforms

v Annual Report and other
publications (ongoing)

v Periodic meetings
(ongoing)

v BoC website (ongoing)

v One-to-one meetings with
large investors (periodic)

v Investor presentations
and roadshows (periodic)

v Engagement through
market intermediaries
(periodic)

Profitability

Stakeholder Outcomes

Shareholder and Fund Providers

What they require

v Adequate return commensurate with risk undertaken

v Transparent and timely reporting

v Strong corporate governance and
risk management practices

v Reputation

v Responsible business practices

v Creating value and generation of
adequate returns

v' Focus on preserving
balance sheet quality

v Effective margin management

v Ongoing focus on strengthening
capital and growth

v’ Market disclosure in a timely manner

Balance Sheet Strength

Profit before tax of

LKR 31.0 billion

14%
growth in Net Interest
Income (NII)

91%
growth in non-fund based

income supported by
FOREX gain

o,
15%
increase in net fee and
commission income

LKR 87.2 billion

impairment provision against
loans and advances, and
foreign currency denominated
Government Securities

29%

cost to income ratio

Assets growth of
14%

against negative GDP growth

10%
growth in private sector
loan portfolio

43%

growth of investment book

10%

impairment provision as a
percentage of gross loans
and advances
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Stakeholder Outcomes

Shareholder and Fund Providers

Capitalisation

Capital buffers maintained
throughout the year

LKR 24.9 billion

internally generated capital
during the year

LKR 6.5 billion

Tier Il compliant debentures
issued to strengthen Total
Capital

Shareholder Return

14.1%

Return on equity

LKR 1,279

Earnings per share

LKR 13.86

Dividend per share

Net Assets Value per
Share

Indicating the Bank’s stability and
strength the Net Assets Value (NAV) per
share of the Bank has been increased
over the years. During the year 2022, NAV
per share has been increased by 27% in
line with the 14% growth reported in the
assets base.

Net Assets Value per Share

LKR

12.500

10.000 /
7.500 \/

5.000

2.500

0

2018 2019 2020 2021 2022

Earnings per Share

The year 2022 was also a challenging
year for the Bank which brought down
the Profit After Tax for the year by 15%
comparing to 2021. In line with the drop
in PAT, the EPS of the Bank for the year
also declined by 15%.

Earnings per Share

LKR

1,750

1,400 N

1,050

700 \/

350

0

2018 2019 2020 2021 2022

Dividend per Share

The Bank’s Dividend per share decreased
by 81% during the year as the internally
generated capital was preserved to
ensure the stability and future growth

of the Bank with the agreement of
shareholder while adhering to the
prudential directives given by the
regulator.

Dividend per Share

LKR
300

240 \
180 \
120

60

0

2018 2019 2020 2021 2022

Considering uncertainties in the
economic climate in 2023 and
beyond, Bank of Ceylon is prioritising
strengthening of the balance

sheet in order to pursue long-term
sustainability and value-creation
potential of the Bank.

The Bank expects to unlock gains
from technology adoption, leverage
synergies, and maximise on
opportunities in order to achieve
moderate growth in key areas, in the
year ahead.

The Bank is committed to continue
meeting its obligations and
commitments in the short, medium,
and long-term; on the back of
successful liquidity management. As
a responsible participatory financial
institution, the Bank has taken steps
to weather this challenging period
and position itself to support Sri
Lanka’'s economy, industry, and
institutions alongside the Country’s
economic revival.

BoC is committed to consistent
scale-up of Environment & Social
(E&S) assessment, in line with

the Bank’s ESMS policy that is in
accordance with major multilateral
and bilateral guidelines.
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Community and Environment

As Sri Lanka’s largest bank and a State-owned, systemically important institution, Bank of Ceylon’s
responsibility towards the Community and Environment is paramount. The Bank is committed to

playing a central role in prioritising National development and economic growth. Mainstreaming
sustainability is one of five strategic enablers in the Bank’s Strategic Plan, which directs the Bank’s
actions towards community and the environment.

Highlights

LKR 52.6 billion
disbursed to the MSME sector

LKR 5.45 billion

disbursed through
microfinancing initiatives

Launched new
green savings and
loan products

Branches brought up to

Green Building
SL standards

“BoC Gammana”
model village initiatives

31%
of microfinancing facilities

disbursed to women-owned/
women-headed businesses

LKR 998.5 million

funding for sustainable
manufacturing as at 2022

LKR 1.9 billion

outstanding loans to the
renewable energy sector at
end 2022

LKR 4.7 billion of

financing disbursed after
ESMS compliance

3,219.3 Mwh

renewable energy generated
(based on estimates)

13%
of energy requirement of

operations from renewable
sources

51

total branches solarised

Awarded

Green Business Leadership of the Year,
at the Annual Green Building Awards

Operating Context

2022 brought major challenges for
communities, the Country, and the
environment. Communities were doubly-
impacted by rapidly escalating inflation and
volatility of the economic environment that
threatened businesses and livelihoods.

At the same time, rising threats and

risks brought on by climate change have
increased focus on consideration of
environmental and social factors in financial
activities such as lending and investment.

Effects of sovereign default and
resulting rating downgrade limited the

Bank’s opportunities to access low cost
external funding to finance Sustainable
Development and Green products.
However, the Bank took a strategic
decision to continue prioritising these
activities utilising the Bank’s own funds.
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Stakeholder Outcomes

Community and Environment

Operating context

* Country and communities impacted by knock-on effects of the economic * Environmental issues including
crisis — Fuel and energy crisis resulting in shortage, disruptions, and escalating climate change impacting country
costs for communities. and planet.

The Bank's response

* Carried * Supported ® Prioritised * launched * Finalised * Scaled up * Designated
out CSR rural business new carbon- screening for a specialised
programmes development continuity products and management Environmental Sustainable
and promoted and vulnerable  and concessionary  plan for the and Social Banking
volunteerism communities supported loans to Bank and factors in Unit to take
to support through credit financial support a focused on lending forward
rural to MSMEs inclusion carbon-free reducing sustainability
development and Female- future environmental agenda

headed footprint
businesses

Engagement with Community and Environment What they require
v Supporting businesses and driving
Engagement platforms the revival of the economy

v Annual Report and other v Maintaining confidence within the financial sector
publications (ongoing)

v Alignment of the Bank’s strategy to
v BoC website (ongoing) National development agenda

v Industry forums and v Contribution to community development projects
meetings (ongoing)

v Responsible business practices

v Engagement through
branches (ongoing) v Financial inclusion and empowerment

v CSR activities and
sponsorships (ongoing)

v Press releases and media A
campaigns (ongoing) v’ Strong governance and risk

management practices

v Employment generation

v Facilitating financial
inclusion across the country

. v Continued investments in

\ 3 long term CSR projects

' @ v Value creation to the
Government

v Support for economic
, revival of the Country
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National Development

Bank of Ceylon's role in National
development amidst unprecedented
challenges is highlighted across this
Annual Report. The Bank has contributed
for stability of the financial sector,
provision of essential banking services,
supported macro-economic stability,
enabled continuity of essential goods
and services, and driven economic
revival. Information on the above is
included in exploration of the operating
context on page 43, discussions under
the Bank’s business lines on pages 65
to 77, performance against stakeholder
outcomes on pages 78 to 119, and the
Bank’s Risk Management report on
pages 140 to 156.

Provision of Essential
Banking Services

The Bank prioritised business continuity
despite challenges and disruptions

in 2022, ensuring that all branches
remained open and operational. The
Bank's large network of branches, and
extensive reach via digital platforms,
grassroots agent network, and mobile
banking units also allowed for continued
access to banking services across the
Island. Actions undertaken to ensure
business continuity are described in the
Customer section on pages 78 to 88 and
in the business line reviews on page 77.

Supporting Macro-Economic
Stability

USD 3.2 billion

inward remittances
facilitated

LKR 31.9 billion

contributed to government
revenue in taxes and
dividends

Bank of Ceylon has supported
implementation of the Government's
monetary policy aimed at strengthening
the country's economic climate. As

the market leader in remittances, the
Bank facilitated crucial foreign currency
inflows into the country and allocated on
priority basis during the year. Additionally,
the Bank contributes to the Government's
revenue through tax and dividends, as
well as investments in the Government
securities market.

Continuity of Essential
Goods and Services

USD 1.9 billion

financing provided for
petroleum and LPG imports

USD 69.9 million

worth pharmaceutical
imports were facilitated

Bank of Ceylon's role in facilitating import
of essentials such as petroleum, Liquid
Petroleum Gas (LPG), pharmaceuticals,
and medical equipment, despite the
Country’s stressed foreign currency
reserves, is highlighted across this
Annual Report. In 2022, BoC financed
USD 1.9 billion for petroleum and LPG
imports. In addition, the Bank supported
operationalisation of bilateral funding
lines and lines of credit for import of
food, medicine, commodities, and other
essential goods.

Stakeholder Outcomes

Community and Environment

Throughout, the Bank provided for

the foreign exchange needs of its
customers: Students studying overseas
and businesses struggling to ensure
continuity of services amidst challenges
with opening Letters of Credit (LCs).
The Bank also supported the operations
of essential government services by
bridging liquidity shortfalls in key state-
owned organisations and facilitating
salary, pension, and other payments.

Economic Revival

LKR 19.5 billion

disbursed to agriculture, food
processing and dairy under
development lending

40

businesses supported under
the Bank’s Business Revival
scheme

The Bank has made a significant
contribution to driving the country's
economic revival through various
measures. Choosing to helping with
crisis-affected customers and support
their business sustainability, the

Bank provided extended moratoriums
and concessions, restructured and
rescheduled facilities, and channeled
funds towards worst-affected sectors
to support their resilience and revival.
Actions of the Bank’s Business Revival
Unit are detailed in the Customers
section on page 78.
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Stakeholder Outcomes

Community and Environment

Infrastructure Development

Bank of Ceylon serves as a vital lender to
finance Government and private sector
infrastructure development, including
groundbreaking infrastructure projects
that contribute to economic activity and
improved standards of living across

the Island. At the end of the year, the
Bank's exposure to construction and
infrastructure projects amounted to

LKR 243.6 billion. For more information
on key projects and infrastructure
development financed by BoC, refer the
Bank’s Project Financing performance, as
described in the Corporate and Offshore
business line review found on page 72.

Community Development

LKR 45.9 million

invested in support of key
industries and religious and
cultural development

1 R

it

4 (3
EDUCATION AND SANITATION

M| Y

Bank of Ceylon adopts a strategic
approach to Corporate Social
Responsibility (CSR) and Social
Investment, ensuring that individual
projects align with BoC's long-term
sustainability agenda, mission, and
corporate values. To achieve this, all
projects are subject to an evaluation
model that is aligned with the Global
Goals, which drive meaningful and long-
term change. All community engagement
and development programmes are
monitored by the Bank's Sustainability
Unit, ensuring effective deployment of
resources and the fulfillment of project
objectives.

3

model villages supported under
the BoC Gammana programme

LKR 60.1 million

investment in CSR

The Bank carried out a number of
programmes in 2022, including concerted
support for development of three villages
through BoC Gammana. The programme
provided for the environmental, social,
and developmental needs of the
community through holistic support,

and partnered with other institutions

and services to improve the health

and welfare of targeted villages. The
Bank also provided training to these
communities on saving habits, financial
literacy, and book-keeping.

Further, the Bank remained responsive to
the needs of key segments of society, and
invested approximately LKR 45.9 million
in support of professional development
and entrepreneurship, cultural and
religious events, and the spheres of
Sport, Education, Healthcare, and Science
and Technology. During the year, BoC
employees stood out as exemplars,
volunteering and organising community
development programmes in response

to crises or pressing needs in their
communities.
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Environmental Conservation

Sustainable Financing

LKR 3.2 million

invested in reforestation
via the BoC Haritha Arana

LKR 5.3 billion

value of sustainable finance
disbursed as per CBSL
taxonomy

project
B
i

Bank of Ceylon contributes to
safeguarding and conserving Sri Lanka’s
precious natural resources, as part of its
commitment as a responsible corporate
citizen, and in line with the government'’s
efforts to increase extent and quality

of forest cover. In partnership with the
Department of Forest Conservation, Bank
of Ceylon supports a multi-year project to
restore 100 hectares of degraded forest
in the Hurulu Forest Reserve in Habarana:
a UNESCO designated Biosphere Reserve
and important habitat for Sri Lankan
Elephant and other endangered flora and
fauna. In 2022, a sum of LKR 3.2 million
was invested towards the project.

Identifying the rising pressures on the
environment and ecosystems caused
by plastic pollution, a project initiated

by the Bank in 2019 in partnership with
the Ministry of Megapolis and Western
Development, to promote recycling of
non-degradable waste in schools across
the Western Province continued in 2022
as well.

In line with the Roadmap for Sustainable
Finance outlined by the Central Bank of
Sri Lanka (CBSL), Bank of Ceylon works to
manage Environmental and Social (E&S)
risks; prioritise E&S considerations in our
lending decisions; and actively support
socially inclusive and environment/
climate-friendly projects, products, and
services through various green financing
credit lines and support services.

Management Commitment

The Bank has a dedicated Sustainability
Banking Unit in place to drive its
Sustainable Financing agenda and
provide operational and ancillary support
to the BoC's primary business units.
The Sustainability Banking Unit was
empowered in 2022, with appointment
of key management personnel. The
Bank’s Sustainable Financing agenda
garners management support through
a Sustainability Committee, chaired by
the General Manager of the Bank, and
reporting to the Board.

Bank of Ceylon strictly adheres to

the environmental and social impact
management requirements of funding
agencies and institutions, and follows a
comprehensive Environmental and Social
Management System (ESMS) policy and
procedures with regard to selected loan
categories.

Stakeholder Outcomes

Community and Environment

Green Financing

LKR 49.6 million

granted for sustainable
agriculture

162

new green financing loans
granted in 2022

LKR 1.9 billion

outstanding loans to the
renewable energy sector at
end 2022

1,761

loans to the renewable
energy sector in operation
at end 2022

Bank of Ceylon has pioneered a number
of green financing initiatives, including
concessionary funding options aimed

at promoting the uptake of renewable
energy and clean technologies amongst
domestic and commercial users. In 2022,
the Bank introduced a number of new
products including loans for solar-power
systems and biogas systems, and loans
and leases for electric transport options
that reduce dependency on fossil-fuels,
thereby contributing to climate change
mitigation via emission reduction.
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Stakeholder Outcomes

Community and Environment

Despite lacking access to external funding, the Bank allocated funds to grant new
green financing facilities amounting to LKR 711.6 million in 2022. As of 31 December
2022, the Bank's outstanding loans to the renewable energy sector amounted to

LKR 1.9 billion, demonstrating Bank of Ceylon’s dedication to advancing sustainable

energy solutions.

GRI 302-4

Value of outstanding loans to the renewable energy sector

(LKR million) 1,964.9
Number of outstanding loans to the renewable energy sector 1,761
Value of new facilities granted for green finance (LKR million) 5,284.0
Number of new facilities granted for green finance 1,809

Responsible Investment

LKR 616,788.2

raised for green

financing initiatives through
new public investment
products

In 2022, the Bank piloted initiatives to
raise awareness on climate change

and global environmental issues, while
driving responsible investment by the
public. Two deposit-taking products

were introduced during the year: Haritha
Kekulu for school children, and e-thuru
for other personal and non-personal
customers. These specialised investment
products allowed customers to designate
their funds for green financing initiatives
carried out by the Bank.

The Bank carried out a number of
activities and programmes alongside

the products, whereby students were
educated and made aware about global
environmental issues and given the
opportunity to engage in tree planting
and reforestation initiatives supported by
the Bank.

Environmental, Social,
and Governance (ESG)
Integration

LKR 4.7 billion

of financing disbursed after
ESMS compliance

841

loans screened for E&S
criteria during the year

153

officers trained for E&S
screening during the year

LKR 711.6 million

sustainable financing
disbursed in 2022

FN-CB-410a.2

The Bank’s integration of ESG
considerations with its core business
ranges from assessment and
management of E&S risk through an
Environment and Social Risk (ESR)

unit reporting to the Chief Risk Officer;
corporate disclosure against standardised
ESG metrics and indicators; and
responsible lending with comprehensive
E&S screening and evaluation of
commercial loans and project financing,
guided by the Bank's ESMS policy.

ESG Disclosure

In 2022, BoC publishes its tenth Integrated
Annual Report. The Bank’s report follows
international reporting frameworks and
best practices, and includes external
assurance of ESG/Sustainability
information. A comprehensive overview of
ESG incorporation in corporate disclosure
is presented in the section titled “About
this Report” on page 4.

Capacity Building

Bank of Ceylon continues to invest in
capacity building of its cadre, in line

with the Bank’s ESMS policy and guided
by the dedicated ESMS Unit under

BoC's Independent Integrated Risk
Management Division (IIRMD). The Bank
carried out a number of activities in 2022
to educate and raise awareness amongst
staff; leveraging internal and external
resources and experts in the field to

train and build awareness and capacity
of employees from the highest tiers of
corporate management to the Bank's
credit officers and relationship officers.

Responsible Lending and
ESG Risk Management

During the year, the Bank screened

841 loan facilities for E&S criteria,
representing loan schemes operated
under the Consumer and Development
Banking Division. During the year,

LKR 1.3 billion in loans was disbursed
after conforming to ESMS compliance.
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Stakeholder Outcomes

Community and Environment

Number of officers trained for E&S Screening 153
Number of loans screened for ESMS compliances during the year 841
Value of facilities disbursed after confirming to ESMS compliances during the year (LKR billion) 4.7
Number of loans rejected during the year due to non-compliance with ESMS regulations Nil

FN-CB-410a.1

As per Bank of Ceylon’s well established
ESMS policy that is in accordance with
ADB, AlIB, and CBSL guidelines; credit
lines and loans rated as A, B, or C are
screened for E&S criteria.

The Bank upholds a commitment to not
fund projects that damage biodiversity.
Additionally, as per regulations upheld
by the Central Environmental Authority
(CEA) and outlined in the National
Environmental Act, projects seeking
funding are reviewed for Environmental
Protection License (EPL) and prior
approval from appropriate authorities.

Financial Inclusion

Provincial Distribution of the “BoC Mithuru” Societies

4% 4%1%

18%
21%
5

1% %

21%
25%

Western Province Sabaragamuwa
® Southern Province Province
© Eastern Province North Central
North Western Province

Province ® Uva Province
® Central Province

@ Northern Province

LKR 52.6 billion
disbursed to the MSME sector

LKR 5.4 billion

disbursed through
microfinancing initiatives

21,495

new loans provided to the
microfinance sector

LKR 4.3 billion

of loans to MSMEs disbursed
to women-owned/women-
headed businesses

4,091

other development loans
provided to women-owned/
women-headed businesses

31%
of microfinancing facilities

disbursed to women-owned/
women-headed businesses

1,000+

participants in awareness
raising and financial literacy
programmes

9,211

new microfinance loans
provided to women-owned/
women-headed businesses

34

registered agents under agent
banking

28 [aumun [sen  Jommmmlnes
wl W FI&|O
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Stakeholder Outcomes

Community and Environment

As a state bank with the widest reach
across the Island, facilitating and
ensuring financial accessibility and
social and financial inclusion is part of
the Bank’s mandate and enshrined in its
sustainable business model.

Access to Services

Bank of Ceylon's contribution to financial
inclusion involves ensuring access to
finance for the Country’s most remote,
vulnerable, and historically underserved
segments; primarily through an extensive
branch network and wide-reaching
customer touch points. The Bank's
reach includes an extensive grassroots
agent-banking network via BoC Connect
and the Bank’s mobile Branch on

Wheels initiative. Details of the extent

of customer touch points and reach are
described in the Our Reach on page 79.

FN-CB-2400.4

During 2022, in addition to prioritising
business continuity and ensuring

access to financial services despite
challenges, the Bank carried out
initiatives throughout the year to improve
financial literacy and raise awareness
about the Bank’s concessionary products
and offering amongst employees and
customers. Information on customer
training programmes are detailed in the
Customers section on page 84.

Development Lending

Another key component of the Bank's
contribution is through development
lending that supports entire supply
chains, encourages entrepreneurship,
creates and sustains employment,
and contributes to rural and industrial
development across the Country.

Focusing on social and financial inclusion
and equitable development, Bank of
Ceylon provides financial services to
some of the most vulnerable sectors

and industries that are historically

underserved, yet at the heart of Sri Lanka's

economy. The Bank also serves as a
Participatory Financial Institute (PFI) for
various concessionary funding lines that
provide relief to crisis-affected sectors,
support vulnerable groups across the
Island, and promote adoption of green
technologies and businesses.

17 Pmasaes
FRTHEGOAS

&

Composition of Development
Loans Disbursed

10.4%

33.0%

41.0%

4.0%
10.1%
0.3%
0.2%
11.0%

Agriculture @ Food processing
® Dairy Travel and tourism

Textile industry @ Other Green businesses
® Other loans Micro Finance

FN-CB-240a.1

Through special lending products and
its successful microfinancing initiative,
BoC Mithuru, the Bank supports and
finances entrepreneurial ventures,
MSMEs, and cottage industries. In

2022, the Bank was able to allocate its
own funds for lending to this segment
amounting to LKR 52.6 million, while
such outstanding loans to the segment
stood at LKR 105.4 million. A further
21,495 microfinance facilities amounting
to LKR 5.45 billion were also disbursed
during the year, bringing total outstanding
loans via microfinance to LKR 13.1 billion
at year end.

The Bank'’s financial support to these
critical segments of the community goes
hand-in-hand with advisory services,

awareness-raising, and support for
market access. In 2022, the Bank
pioneered BoC Hela Bojun and BoC
Mithuru Pola, providing entrepreneurial
support and market access for fresh
produce, handicrafts, and other products
from BoC Mithuru societies.

The Bank'’s other development lending
included specialised products and
participatory financing and refinancing
through CBSL and multilateral agencies
such as the Asian Development Bank
(ADB). Credit facilities under these
schemes were extended to smallholders
and MSMEs in key sectors, industries,
and segments of society and heavily
affected by Sri Lanka's economic crisis
including agriculture, aquaculture,
fisheries, dairy, food processing, and
tourism. In 2022, such development
lending to MSMEs was disbursed
through 1,302 loans amounting to

LKR 19.7 billion, while the Bank'’s
outstanding development loan portfolio
to MSMEs stood at LKR 105.4 billion.

The Bank also focuses its efforts on
improving access to finance for women
entrepreneurs and women-headed
businesses, enabling thousands of
women across the Island to develop and
diversify income generation opportunities
and livelihoods that can support
themselves, their families, and their
communities. During the course

of the year, the Bank provided 9,211

new microfinance loans amounting to
LKR 1.67 billion to female entrepreneurs
and women-owned or women-headed
businesses. This represented 31%

of the Bank’s microfinance lending
activity in 2022. Additionally, 4,091 other
development loans were disbursed to
women-led businesses across a variety
of sectors; amounting LKR 2.7 billion,
and representing 5% of the Bank's
development lending to MSMEs in 2022.
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Stakeholder Outcomes

Community and Environment

FN-CB-2400.3 GRI 302-1/2/3

Number of no-cost retail checking accounts provided to previously unbanked or

underbanked customers. Enel"gy Consumption
51

2022
branches equipped
Hicefnanclng with solar photovoltaic
Value of new microfinance lending (LKR million) 5,453.9 technology in 2022
Number of new microfinance loans 21,495
Value of microfinance lending to women-headed businesses (LKR million) 1,673.8 7
Number of new microfinance loans to women-headed businesses 9,211 Gold awards,
Value of outstanding loans via microfinancing at year end (LKR million) 13,087.1 1
Silver award and
Environmental Footprint As part of efforts to mainstream 1
. environmental-friendly practices, the
Of Operatlons Bank instills a culture of sustainability platinum award won by
across operations and business units. branches by adopting green
Awarded Green Business Alongside training and awareness building concept
Leadership of the Year, at raising activities carried out amongst
the Annual Green Building employees, a sustainability pledge was 3 21 9 3 MWh
Awards introduced, and special loan schemes ’ :
for solar installation made available for renewable energy generated
staff. A unique initiative to drive home
Bank of Ceylon's wide geographic the message of sustainability and garner 13%
reach and extensive customer base employee engagement; the Bank pursued :
necessitates strategic and concerted home gardening projects at branch- of energy requirement of
action toward reducing the environmental ~ level- In 2022, 328 branches and 148 operations from renewable
footprint of operations. BoC aims employees actively engaged in cultivation sources
to achieve this by implementing of local produce within Bank grounds.
environmentally friendly practices across 9
operations and by promoting sustainable
practices along the Bank’s value chain. branches completed as per

the green building concept

The Bank is committed to increasing
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Stakeholder Outcomes

Community and Environment

energy efficiency across operations and Energy Consumed
the branch network, whilst reducing

reliance on fossil fuel. Bank of Ceylon’s
branch solarisation continued in 2022,

with one more branches equipped with

2022 2021 % change
solar photovoltaic technology and five
branches in the process of solarisation. Electricity (Mwh) 25,301.4 24,861.4 2
Fuel (m?) 226.9 808.7 (72)
BoC has adopted standards and Solar energy (Mwh) 39193 17580 o3
policies that dictate that all new building = =
construction undertaken by the Bank will GHG emissions (tCO,eqv) 27,3327 250105 E

be carried out according to standards
for green buildings issued by the Green

Building Council (GBC). GRI 305-1/305-2/305-3

As at the end of 2022, 51 branches (9% of Emissions
the Bank’s branch network) are solarized.

Seven branches are GREENSL® Gold-
rated and 01 branch retains Platinum- 4'471 '6 tcozeqv
rating under the GREENSL® Green Category 1 GHG Emissions

rating system for built environment. A

further 07 branches are in the process of 1 3'394.6 tcozeqv

obtaining green building certification. Category 2 GHG Emissions

The Bank employs GBC-certified

Engineers, and the Sustainability Unit 8;1 86-9 tcozeqv

is empowered by employees with Category 3 GHG Emissions
certification from the National Cleaner

Production Centre (NCPC). Investing 1 ,279.5 tcozeqv

in building skills related to energy o
efficiency and green technology, the Bank Category 4 GHG Emissions

nominated key staff for external training

and capacity building in 2022. 3.3 tCOzqu

(3in 2021)

The Bank’s achievements toward GHG emissions intensity

solarisation and green building
certification were recognised at the
Annual Green Building Awards 2022,
organised by the Green Building Council
of Sri Lanka (GBCSL). Bank of Ceylon was
awarded the Green Business Leadership GRI 305-4
of the Year Award 2022 — Bank Section;
and the Wadduwa Branch received a
Gold Award. BoC's Electrical Engineer
Mr N K B Thilakawardana was felicitated
with Honourable Mention under the
Outstanding Green Professional of the
year category.

B
(]

The Bank assesses and discloses
Greenhouse Gas (GHG) emissions
based on the ISO 140064:1 standard
for quantifying and reporting GHG
emissions. In 2022, the Bank finalised
a comprehensive Carbon Management
Plan and put in place new strategies
for measurement, mitigation, and
management of BoC's carbon footprint.

Material Consumption

Furthering the Bank’s impetus toward
paperless banking, BoC continued

to scale up adoption of process
automations. Upgrades to the Document
Management System in 2022 continued
the trend of reducing paper consumption
across the Bank’s operations.

Coupled with Bank of Ceylon's strategic
emphasis on digitalisation, and
increasing customer shift to digital
channels, the Bank is well set to continue
reducing paper consumption in the years
to come.

==
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GRI 306-1/306-3/306-4

Waste Management

21.9 MT

of paper recycled

LKR 547.7 million

funding for waste
management projects

b

==

GRI 306-1/306-3/306-4

The Bank of Ceylon produces two
primary types of waste: used paper
and e-waste, as a direct result of its
operations. The Bank has a waste
management policy in place for
management of e-waste and recycling

Bank of Ceylon remains committed
to adopting a long-term view towards
creating value for all segments of
society.

A strong proposition for Sustainable
Financing lies at the heart of the
Bank's sustainability efforts in the
years to come as the Bank's mandate,

strategies, and value proposition

are closely aligned with the CBSL
Sustainable Financing roadmap. With
Bank of Ceylon gearing to support Sri
Lanka's economic revival, development
lending, green financing, and financial
inclusion promise to be key value
drivers that would have a large impact
on the community and environment.

Stakeholder Outcomes

Community and Environment

of e-waste and used paper is carried
out through registered recyclers. A
new waste management policy and

comprehensive waste management plan

are being drafted, and will ensure the
Bank remains committed to promoting
waste reduction and responsible waste
disposal across its operations.

The Bank aims to continue facilitating
sustainable socio-economic
development in line with its areas

of operations, while supporting

the government's development
efforts. Additionally, the Bank will
strategically invest in Corporate Social
Responsibility (CSR) initiatives to
address significant societal issues
and drive positive change in its
communities.

BoC will continue to promote
environmental sustainability within the
Bank, across its value-chain, and in the
wider community.
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Business Partners

Bank of Ceylon's business partners include the financial services value chain, including global partners
and local suppliers, and has also grown to encompass a widening Information Communication
Technology (IT) ecosystem.

602 91 LKR 6.4 billion

registered suppliers and of Exchange in payments to local suppliers
service providers Houses in 2022

784 40 95%

of correspondent banks entrepreneurs and small payments to local suppliers
business engaged by the
Bank in 2022
operating Context multiple sectors. The Country’s sovereign  ratings agencies. At the same time, the
default and foreign exchange crisis continued trend for digitalisation gave
The global downturn and supply chain resulted in greater importance being impetus to expansion and networking
disruptions were exacerbated by placed on the strength of relationships with a larger ecosystem of ICT
Sri Lanka’s economic crisis; exerting when dealing with international business institutions, including FinTech agencies,
pressure on supply chains across partners, correspondent banks, and and leading technology partners.
Engagement with our business partners

v Transparent, selection and competitive pricing
Engagement platforms

v Ease of transacting

Ongoing written communication

v Timely payments

Regular meetings
v Secure and predictable demand

v
v
v Periodic bidding process
v

Quarterly publications on
Financial Statements and

v LKR 6.4 billion in payments to suppliers
Annual Reports

v Transparent selection and
competitive bidding process

v No payment defaults

v Automation of procurement process

114
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Responsible Procurement

The Bank works with a number of suppliers
who deliver goods and services to the Bank
and its customers. These include local and
international agencies, corporations, and
institutions who contribute to the Bank's
ability to create value, and in turn are
empowered and supported to excel in their
relevant industries.

12 e

SASB FN-CB-5100.2

The Bank employs a comprehensive
whistle-blowing policy and fosters a
culture where internal and external
stakeholders and partners are
empowered to speak up about potential
issues and concerns, and encouraged to
actively prevent and report corruption,
money laundering, fraud and other
unethical or illegal transactions. The
whistle-blowing policy also upholds the
privacy and provides protection and
safeguards to parties who raise issues.

As a State-owned entity, Bank of Ceylon
follows stringent public procurement
practices that are transparent, equitable,
and considerate of multiple factors

in accordance with national policies
and priorities. Further, all procurement
of goods and fixed assets undergo a
strict vetting process by the Bank to
ensure they meet appropriate safety,
sustainability, and environment-friendly
criteria.

As a key player in the financial services
sector, Bank of Ceylon supports suppliers
and partners to comply with procurement
practices and regulations, and prioritises
procurement from local suppliers in order
to contribute to the development of the
supply chain. The Bank ensures timely
payments are carried out, and continues
to look for ways of reducing payment
times and improving convenience for
suppliers and business partners.

Bank of Ceylon recognises that business
partners constitute a key element of

the Bank’s sustainable business model
and strategy, and collaborates with
them to identify, manage, and mitigate
Environmental and Social (E&S) risks.
Supplier assessments and audits are

an essential and transparent process by
which the Bank ensures compliance.

Supplier Audits

The Bank conducts supplier assessments
and spot audits to verify adherence

to fundamental E&S standards. These
audits assess compliance with specific
ISO standards, and review suppliers for
fair labor practices, energy-efficiency
practices, and waste management and
recycling practices, among others.

GRI 407/408/409

While the Bank's suppliers were not
screened for risk of child labour or
forced/compulsory labour, national
policies and strong implementation of
the same across the supply chain, result
in a very low risk profile. Further, there
were no instances of loss of freedom

of association or collective bargaining
recorded during the year.

Expanding Our Reach
Through Partnerships

38 91

IPG merchants Exchange
onboarded houses

ExXpanding
ourreach

through
partnerships

784

Correspondent
banks

2,706

PoS machines
installed

Stakeholder Outcomes

Business Partners

In line with greater digital adoption
throughout the Country, the Bank
works with an expansive network of
local partners to ensure access and
optimal service to customers. The Bank
partners with merchants from a variety
of sectors, providing Internet Payment
Gateway (IPG) facilities, Point of Sale
(PoS) facilities, and more. In enhancing
our value proposition to customers, the
Bank also works with a wide network
of payment card partners in order to
facilitate ease of access for withdrawals
and payments across the globe.

A key component of the Bank's reach

to underserved segments of society
and unbanked customers is the Agent
network of BoC Connect. The Bank
works closely with the network to
ensure a mutually beneficial partnership
with the end goal of greater customer
convenience and accessibility for
customers and communities in Sri Lanka.
More details of the Bank’s BoC Connect
network are available in the Customer
section on page 78.

The Bank works with a host of
international partners including
maintaining correspondent relationships
with international banks and financial
institutions, and close collaboration with
exchange houses. These relationships
enable Bank of Ceylon to facilitate
connectivity across overseas locations,
and supports the Bank's remittance
operations, overseas operations, and
offshore operations.

The Bank also works closely with
international ratings agencies, ensuring
the Bank is up-to-date on rating
requirements and standards, and
complying with disclosure requirements
in a transparent manner.

More details of the Bank’s relation with
international partners is described in the
Business Line reviews on page 65.
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Stakeholder Outcomes

Business Partners

Awards and Recognition

Bank of Ceylon won a number of awards during the year, in
recognition of the Bank’s contribution to shared goals, and
excellence in innovation and standards of service

with partners.

Daraz Payment Partner
Performance Award 2022

Best Performing Debit —

Card Base for 2022 -
For the second

consecutive year

Asian Digital Finance

Forum and Awards /

Best People’s Banking
=4

LankaPay Technovation
Awards 2022

Overall Gold Award for
excellence in Interbank Digital
Payments - Achieving the
highest number of awards at
the ceremony

Most Popular Digital Payment
Product of the year 2021

Best Bank for Retail Payments

Bank of the year for
Financial Inclusivity

Best Common ATM
enabler of the year -
Merit award

FINANCIAL
ANNEXES REPORTS ACCOUNTABILITY

COMPLIANCE

SUPPLEMENTARY
INFORMATION

Service initiative
Supporting Financial Services and Related Industries

As one of the largest banks in the Country, BoC takes an active part in fostering
industry associations and partnerships, seeking out opportunities for collaboration
and partnership with credible organisations in order to support industries, sectors, and
the Sri Lankan economy. Bank of Ceylon contributes to development of the financial
services sector, and is committed to accelerating and deepening the positive impact
of corporations and institutions who share these goals.

In line with Sri Lanka’s economic
revival, the Bank remains committed
to supporting and engaging with
corporations and businesses
throughout the local supply chain.

In 2022, the Bank retained membership with the following institutions: Upholding best practices in

procurement, including upholding

S N VAVAY an ethical business culture that
[T AVAVA . . .
l v actively avoids potential for
eSSl Sri Lanka Bank's . .
- Association corruption, money laundering, fraud or
Asia Pacific Rural and Association of Banking Sri Lanka Banks' National Chamber of other illegal transactions, remains a
Agricultural Credit Sector Risk Professionals,  Association (Guarantee) Commerce, Sri Lanka . .
Association (APRACA) Sri Lanka Limited key focus area. The Bank will continue
to invest in training and raising
aylon awareness amongst internal and
Chamber o¢

Commerce external stakeholders toward this end.

Digitalisation is a key area of
Ceylon Chamber of Green Building Council Biodiversity Sri Lanka The Financial focus for the Bank, and greater
Commerce of Sri Lanka Ombudsman of . . .
Sri Lanka (Guarantee) adoption within the Bank and by its

Limited stakeholders promises to unlock
Sri Lanka Law Library greater reach, improve service
standards, and contribute to greater
Association of Compliance d bili
Officers of Banks, Sri Lanka. transparency and accountability.
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Regulators

The Bank of Ceylon nurtures strong relationships with its primary regulators, which include the Central
Bank of Sri Lanka (CBSL), the Securities and Exchange Commission of Sri Lanka (SEC), and the
Colombo Stock Exchange (CSE). The Bank honours directives and works to meet the expectation of

OVERVIEW

LEADERSHIP
INSIGHTS

regulators in letter and principle.

Highlights

Concessions extended Actions taken to operationalise

to affected borrowers Sustainable Financing Direction

Regulatory ratios and buffers Supervisory examination

maintained concerns addressed
Operating Context financial system. The regulator Despite the challenging operating

o attentively monitored and supervised environment, Bank of Ceylon maintained

2022 brOl‘Jght about the realisation of related developments during this period. proactive and transparent engagement
Sri Lanka's most serious economic A number of directives and regulations with regulators to ensure compliance with
Crisis since Indgpendence; Wh'Ch has{ were instituted for financial institutions, regulations and guidelines and effective
had S|gmf|'cant mpacts on the financial while the regulator also recommended management of the Bank's risk profile.
sector. _ThlS operatmg environment supportive measures including During this period, the Bank prioritised
necessitated strict regulatory corl1tro|s concessions and moratoria for other stability of the financial services sector
to ensure stability of the Country’s crisis-affected sectors of the economy. and support to customers and other key

stakeholders affected by the crises.

Engaging with Our Regulators What they require
Engagement platforms v Supporting businesses and economic revival

v Regulatory reporting (ongoing) v Maintaining confidence in the financial sector

v One-to-one meetings (ongoing) v’ Strong governance and risk management practices

v Discussions through industry v Facilitating financial inclusion
forums (ongoing)

v Annual report and

other publications v Timely reporting and adequate disclosure

ongoing
( ) ‘ v Full compliance with all
regulations/guidelines

v Adhering to mandatory lending
requirements to vulnerable segments

v Ongoing support to
critically affected sectors

v Maintain integrity and
industry harmony
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Stakeholder Outcomes

Regulators

Compliance with New
Directives, Regulations,
and Guidelines Issued

Bank of Ceylon focused on economic
fundamentals and stability of the
financial system in 2022. The Bank
successfully managed operations
with a conservative approach, narrow
margins, and stringent controls in place;
which ensured there was no breach
of ratios or utilisation of buffers. The
year closed on an upward trajectory,
with additional limits incorporated
and capital adequacy ratios in line
with benchmarks. Rate benefits and
concessions were also extended to
borrowers wherever appropriate and
within manageable limits.

The Central Bank’s Direction No. 13 of
2021 on Classification, Recognition
and Measurement of Credit Facilities
and Direction No. 14 of 2021 on
Classification, Recognition and
Measurement of Financial Assets other
than Credit Facilities in LCBs; came
into effect on the first of January 2022.
In light of the challenging operating
environment, these directives were
designed to strengthen and harmonise
the classification, recognition, and
measurement of credit facilities and
other financial assets.

Compliance with the directives involved
strengthening of BoC's governance
framework, risk management framework,
and internal audit functions with regard
to increased oversight, monitoring, and
reporting of credit facilities and assets. It
also entailed reclassification of facilities
and calculation of impairment provisions,
which had a significant impact on the
Bank’s balance sheet during the year.

Further, the Bank of Ceylon worked to
meet all other regulatory directives and
guidelines issued during the year. Key
developments include (but are not
limited to):

Regulatory requirements on
liquidity ratios: SLAR, LCR,
NSFR met and maintained

Concessions extended

to affected borrowers:
Restructuring, rescheduling,
grace periods, etc.

Business revival units
operational and mandates
defined as per guidelines

Refinancing and interest
subsidy schemes
operationalised to priority
sectors

Operationalisation of
sustainable financing
roadmap continued

Regulatory reporting
requirements upheld

Forex regulations complied
with

Margin requirements met

Alignment to The
CBSLs Roadmap for
Sustainable Finance

The Central Bank's Sustainable Finance
roadmap outlines plans to develop
sustainable financing in the Country,
with the aim of better management of
Environmental, Social and Governance
(ESG) risks, and driving adoption of
green, climate-friendly technologies
while improving socially and financial
inclusivity.

The Community and Environment section
from pages 103 to 113 outlines in detail;
actions taken by the Bank of Ceylon in
operationalising Sustainable Financing
according to the CBSL roadmap.

As the extent and depth of

Sri Lanka’s economic crisis may yet
unfold, the Bank will work closely
with regulators and all stakeholders

to ensure compliance with
directives and follow a responsible
course that prioritises stability of
the financial system.
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“CMA Excellence in

Integrated Reporting

Awards 2021”

® Best Disclosure on
Value Creation.

® Best Integrated
Report - State
Owned Enterprises/
Companies awards.

® “Ten Best Integrated

Reports” for the year.

Best Service
Provider in
HR-Asian HR

Leadership Awards

Technovation Awards
2022

® Overall Award-
Excellence in
Interbank Digital
Payments.

® Best Brand for Retalil
Payments-Gold

* Most Popular Digital
Payment Product-
Gold (Bapp)

® Bank of the year for

: Financial Inclusivity

: category A-Gold

BoC takes highest rank
for a Sri Lankan bank
in the Top 1,000 World

Banks 2022 listing by the

Banker magazine U.K.

“Daraz Payment
Partner Performance
Award 2022" - “Best
Performing Debit Card
Base for 2022".

Awards

“Gold award for Bank of Ceylon named as
excellence in State Banks the No.1 Banking Brand
category” at the “TAGS for the 14th Consecutive
Awards Ceremony 2022" Year.
Annual Report Awards :
organized by The CA

Sri Lanka.

Best HR organisation
to work for-Global HR
Excellence Awards

Top Ten Winner-Best
Management Practices
Company Awards-CPM
Sri Lanka

Green Building Council

of Sri Lanka recognised
the Bank of Ceylon with
* “Green Business

Leadership of the
Year Award 2022 -
Bank Section” for the
Bank

* “Gold Award” for its

Wadduwa Branch.

Best People's Banking
Service Initiative-
Asian Digital Finance

Forum Awards, Global
Academy of Finance
and Management
Coloraco, USA

“SLIM-Kantar People’s
Practices; Back Awards 2022", adjudged
to Business in the the Bank of Ceylon as
New Normal 2020 .
and 2021 Company
Award by Institute of
Chartered Professional
Managers (CPM) at

the CPM International
Management Conference
2022.

Best Management

“the Best Service
Provider of the year
2022".

® Banking Services
Brand of the year
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Corporate
Governance

Chairman’s Message on Corporate Governance

The Bank's stringent systems and
processes comply with the protocols
required of a state bank, and are in line
with regulatory requirements and best
practices. They also reflect the Bank's
values, and are geared toward meeting
the short and long-term strategic goals of
the Bank, while upholding the needs of our
stakeholders. The governance framework
enabled the Bank to function with agility
and responsibility in the dynamic and
disruptive business environment that

Sri Lanka experienced in the last year.

The Bank's Board comprises a team

of accomplished professionals. The
strategic leadership, stringent oversight,
and compliance-based controls exercised
by the Board were pivotal in ensuring
stability of the Bank during the year.

Compliance

This Report and the Compliance Annexes
on page 366 outline the Bank's approach
to governance in practice and continued
compliance with corporate governance
regulations and best practices.

Corporate governance is a critical
aspect of Bank of Ceylon's
operations, and the Bank's
governance framework is of
paramount importance, in the
face of myriad operational and
market challenges.

The Board is committed to guiding the screening practices, and supporting

Bank of Ceylon on a stable trajectory Sri Lanka’s economy, businesses,

in the year ahead, ensuring the Bank and communities as they navigate

is true to its ethos, and continues challenging conditions ahead.

to deliver outstanding value to all

stakeholders. As the Bank continues to As we steer the Bank through the

invest in digitalisation and endeavours challenging economic environment

to strengthen its digital offering to ahead, we will continue to invest

customers, we welcome the appointment  in strengthening our corporate

of Professor Kithsiri Liyanage to the governance systems and processes.

Board and the wealth of experience From introducing new committees

he brings with regard to public for monitoring and oversight and

administration and the digital sphere. instituting new units to better manage
our relationships with key customer

Additionally, we look forward to working ~ segments, to strengthening our

closely with our subsidiaries and processes and controls for identifying

associates to leverage synergies and and mitigating risks, we are taking all

drive growth that will create further necessary steps to ensure the Bank is

value for our diverse stakeholders. able to continue delivering long-term

In line with global best practices, we value to our stakeholders.

also remain dedicated to continuous

scale-up of environmental and social

g

Ronald C Perera PC
Chairman

24 February 2023
Colombo
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Governance Outcomes
and Highlights in 2022

In 2022, in line with the Country's fiscal
and macroeconomic circumstances,
Bank of Ceylon and the financial sector
faced unprecedented challenges. In
this context, the Bank’s governance
procedures were tested, and were
pivotal in allowing the BoC to navigate
difficult conditions while providing
concerted support to customers

and other stakeholders. The Board
upheld its supervisory duties by
intensifying engagement, reinforcing risk
management practices, and proactively
monitoring the operating environment.

In response to significant changes to

the operating environment and newly
introduced internal processes, the

Bank reviewed and updated all policies
during the year, including a review of the
proposals made to amend Bank of Ceylon
Ordinance, in consideration of input from
the Central Bank of Sri Lanka (CBSL).

In-depth Consultation on
Forex and Rupee Liquidity

In light of sovereign default, fluctuating
exchange rate, and newly imposed high-
interest rate regime, the Board consulted
closely on FOREX and rupee liquidity of
the Bank. New measures were instituted
to manage liquidity by close monitoring
and diligent oversight that helped secure
Bank of Ceylon's financial position. Special

supervisory committees were established to

scrutinise foreign currency outflows, revisit
and revise counterparty and country limits,
manage FCY/LCY liquidity, and closely
monitor the Bank's liquidity position.

Risk Management

Alongside continued investment in the
Bank’s Risk Management operations, a
major feature of the Bank's governance
involved closer monitoring and oversight
through the Risk Committee and the
ICAAP Steering Committee; ensuring
stress testing was conducted regularly and
effectively in line with the Stress Testing
Policy, and risk appetite was adhered to

in the form of limits and guidelines. The
Bank also widened the scope of monitored

risks to increase focus on liquidity risk,
interest risk, and environmental and social
risks. Risk reporting to the Board was
strengthened, with special focus on the
liquidity and interest rate risk.

Strategic Oversight

The annual strategy workshop was held
and short-to-medium term strategic
targets and action plans were refined

in line with the market conditions. The
Board reviewed performance of the Bank
against the Corporate Plan.

Environmental and
Social Sustainability

Environmental and social screening
practices were expanded during the year,
to cover all project financing facilities.
The Bank’'s ESMS Policy was reviewed

in line with changes to the operating
context and global best practices.

Corporate
Governance

Governance Philosophy
and Framework

Bank of Ceylon, as an integral part of

Sri Lanka's social fabric and financial
sector, acknowledges its responsibility

to ensure the smooth operation of the
Country's banking system while meeting
the needs of diverse stakeholders. The
Bank’s goal of becoming a digitally enabled,
future-proof organisation is supported

by a sound governance philosophy, which
focuses on understanding risks, managing
resource allocation, and creating
sustainable value.

The Bank’s governance framework is in line
with regulatory requirements and global
best practices, while also addressing the
varied needs of stakeholders and balancing
short and long-term outcomes, especially
as a state-owned Domestic Systemically
Important Bank.

Primary Responsibility of Leadership

Setting strategic direction and
providing oversight on progress

L
+

<4 +

+

Safeguarding the Bank’s
reputation

L)
o

Establishing robust risk
management frameworks

JO00)

with regulations, policies,
standards, and procedures
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Corporate
Governance

Key Elements of the Governance Framework

Experience, capacity, and
independence of the Board
alongside clearly delineated
roles and responsibilities.

Regulatory framework

Bank of Ceylon
Ordlnance No. 53 of
1938 (referred to as
“The Ordinance”) and
its amendments

v Banking Act No.30 of
1988 and subsequent
amendments

v Banking Act Direction
No.11 of 2007 on
Corporate Governance
for Licensed Commercial
Banks

v’ Continuing listing
requirements of
the Colombo Stock
Exchange

Alignment with the Bank'’s

long-term purpose, corporate
values and Code of Ethics.

v Code of best practice
on Corporate
Governance issued
by CA Sri Lanka in
December 2017

v Securities and
Exchange Commission
of Sri Lanka Act No. 19
of 2021

Processes

The mechanisms and
procedures that ensure
effective leadership,

accountability, transparency,

and integrity.

Performance

A continuous assessment
and measurement of the
effectiveness of Corporate
Governance practice.

Internal guidelines and mechanisms

Board charter
v Subcommittee charters

v Code of business
conduct and ethics for
Directors

v Comprehensive policies
and procedures

v~ Subsidiary Management
charter

v’ Customer charter

Corporate values

v Customer-centricity
v Respect for diversity

v Commitment to highest
level of ethics,
governance and
professionalism

v Focus on agility and
innovation

v Accountability for
actions

other areas. This arrangement enables

COMPLIANCE
ANNEXES

SUPPLEMENTARY
INFORMATION

Governance Structure

The Board of Directors is supported by
subcommittees that provide oversight
on matters delegated to them, including
audit, nominations, remuneration, risk
management, and information and
communication technology, among

the Board to focus on strategic agenda
items. The Chairperson of each
committee reports on their respective
activities and recommendations
during Board meetings, and these are
approved by the Board. The day-to-day
management of the Bank is delegated

HR and people
management

v Strategic and corporate
planning

v Risk management

v IT and Cyber Security
Governance

v Code of Ethics for
employees

Stakeholder engagement

v Customers
v Employees

v Shareholder and
fund providers

v Community and
environment

v Regulators

v Business partners and
suppliers

to the Management Team, which is led
by the General Manager. In addition, the
Bank has established several executive-
level committees with clearly defined
mandates and responsibilities. For more
information on the Board subcommittees
and executive committees, refer page 125.
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Corporate
Governance

Shareholder T Auditor General

(The Government of
Sri Lanka)
rrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrr B Board of DireCtorS
: l l
Integrated Human Nomination Information and
Board Audit Risk Resources and and Corporate Communication
Subcommittees Committee Management Remuneration Governance Technology
Committee Committee Committee Committee
i i Iy
Secretary to the Board
Internal Audit

4

Corporate Management and
Executive Committees

Approach to Governance

The Bank’s approach to governance

is reflected through four key elements
of the Bank'’s corporate governance
framework: People, Purpose, Processes,
and Performance.

People

The Bank ensures the right people

are appointed to the right places, and
equipped with the right tools to ensure
operationalising of sound corporate
governance. In this regard, the following
section details the experience, capacity,

and measure of independence of the Board,
delineation of roles and responsibilities, and
processes for board appointment, induction,
and director training.

Composition of the Board

The Board of Directors should consist
of six Directors but in the year 2022,

the Board consisted of four Directors
from February 2022. The Directors on

i

the Board however brought a diverse
mix of skills, experiences, and expertise.
All Directors serve in a Non-Executive
capacity, with one of them, an

Ex officio position on the Board held

by a representative from the Ministry

in charge of finance only being non-
independent. The composition of the
Board is established in the Ordinance,
and the relevant Minister responsible for
state banks appoints the Directors. The
Board remained unchanged throughout
the year, ensuring continuity of vision,
collective thinking, and approach during
a challenging period. Two Directors
completed their terms and ceased to

be Directors in January 2023. A new
Chairman and a Director was appointed
and another nomination made is pending
the approval of the Central Bank of

Sri Lanka.

Quality of the Board

The profiles of the Board are given on
pages 27 to 29.

Risk Management

Compliance

Appointment flow — Reporting flow -

Separation of Roles and
Responsibilities

Bank of Ceylon guarantees clarity in

roles and effective segregation of
responsibilities through the Board
Charter, which explicitly outlines the roles
and responsibilities of the Board. The
Chairman of the Board is a Non-Executive
Director and provides leadership to the
Board, while the General Manager leads
the executive leadership team and does
not hold a Board position. This separation
ensures clarity in roles and effective
decision-making. Additionally, no single
Director holds unrestricted power in the
decision-making process.

Independence of the Board

Assessment of independence of
Directors follows guidelines set forth
by the CBSL. As at the end of 2022,
three Directors of the four members
were considered independent.
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Corporate
Governance

Board Appointment and
Induction

The Minister responsible for state banks
appoints Board members, subject to approval
from the CBSL in line with criteria for fitness
and propriety. Under the new Securities and
Exchange Commission of Sri Lanka (SEC)
Act No. 19 of 2021, the SEC also approves
new Board appointments. Any resignations or
removals of Directors are also brought to the
attention of the same Minister, while the CBSL
and Colombo Stock Exchange (CSE) are kept
informed of any changes to the Board.

A Policy of Appointment of Directors is in
place as adopted by the Bank and shared
with the appointing authority indicating the
required skills, experience etc. to the Board.

Board Induction and
Director Training

All new Directors receive a tailored
induction that focuses on the Bank's
governance framework, culture and
values, structure, operations, and
strategy. There were no changes to the
Board induction process in 2022.

* Induction packs include an overview
of the Bank, details on the governance
framework (such as organisational

structures, charters, etc.), regulatory
frameworks, and details of the
corporate management team and Board
support framework, among others.

* A presentation by the General
Manager details the Bank’s history,
business model, organisational
structure, business verticals, and
support functions.

Further one-on-one meetings and
departmental visits are scheduled as
necessary or on request.

The Bank ensures Directors have access to
training programmes that equip them with
the necessary knowledge to effectively
carry out their responsibilities. These
programs typically include refreshers on
relevant laws and regulations, updates on
standards and codes, and emerging trends
in the industry.

However in year 2022, Directors did not
attend any external training programmes.

The Board remained informed of relevant
developments through active engagement
with the management team, who were
invited to provide input at Board meetings,
as well as through the circulation of board
papers and other pertinent information

via an electronic system. The Policy

Key Policies Introduced/Revised

Risk Management

v Credit Risk Management Policy

v' Country Risk Management
Policy

v Stress Testing Policy
v Risk Management Policy

v ICAAP Policy (Internal Capital
Adequacy Assessment Process)

v Operational Risk Management
Policy

v Fraud Risk Management Policy

Managing People

v Training and Development Policy
v Scheme of Recruitment

v" Human Resource Policy

v WFH Policy

v Exit-interview Policy

for Directors' Access to Independent
Professional Advice also allows for external
expert input at the Bank's expense.

Processes

A core element of the Bank's governance
framework are the processes and
procedures that promote effective
leadership and control, while also fostering
accountability, transparency, and integrity.

Policy Framework

The Bank has a comprehensive policy
framework in place to ensure uniform
treatment of strategic and operational
aspects. The framework is regularly
reviewed and updated to ensure alignment
with changing internal and external
factors. The Bank’s policies cover various
areas, including HR, Risk Management,
Governance and Board procedures,
digitalisation, investments, and more.

In 2022, apart from a review and

update of all existing policies, the Board
approved a new policy on remote-
working/Work-From-Home (WFH),
reflecting changes to the world of work in
the post-pandemic era.

Information Technology

v E-Waste Management Policy

v Information Security Policy

Sustainability

v ESMS Policy

v Governance Policy

v Customer Complaint Handling
Policy and Procedures
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Board Subcommittees

The Board subcommittees'
responsibilities and procedures are
outlined in their respective Terms of
Reference. Chairpersons of these
subcommittees are responsible for
ensuring they function effectively and
report on their activities to the Board. In
the year under review, all subcommittee
Terms of Reference were reviewed and
updated.

Audit Committee

Reviews the Bank’s financial reporting
process including internal controls,
internal and external audit. Refer

pages 130 and 131 for the Report of the
Audit Committee.

Executive Committees

Bank of Ceylon Executive Committees

Information and
Communication Technology
(ICT) Committee

The committee maintains oversight
responsibility for IT products, services,
policies, practices and infrastructure.
Refer pages 138 and 139 for the Report
of the ICT Committee.

Nominations and Corporate
Governance Committee

Responsible for implementing
procedures to select or appoint Senior
Management persons, implement the
code of ethics, and improve corporate
governance practices. Refer

pages 136 and 137 for the Report of
the Nominations and Corporate
Governance Committee.

Corporate
Governance

Integrated Risk Management
Committee (IRMC)

Responsible for risk management including
credit, market, operational, liquidity, cyber/
IT, strategic, reputational risks, and ESG
risk, and ensuring compliance with the

risk management policy framework and
relevant laws and regulations. Refer

pages 132 and 133 for the Report of the
IRMC, and pages 140 to 156 for the Bank's
Risk Management Report.

Human Resource and
Remuneration Committee

Responsible for the Remuneration
Policy, setting objectives and evaluating
performance of Key Management
Personnel (KMP), and determining

the Bank’s HR policy. Refer pages 134
and 135 for the Report of the HR and
Remuneration Committee.

Assets and Liabilities

Committee dealing with

Damage Assessment and

Committee for Investment in

Management Committee
(ALCO)

Operational Losses

Restoration Committee (DARC)

Government Securities

Branches Division Credit
Committee

Corporate Information
Security Committee

HR Policy Committee

|T Steering Committee

Business Continuity
Coordinating Committee

Corporate Management
Committee

|dle Assets Committee

Marketing Committee

Business Continuity
Implementation Committee

Corporate Strategies Review
Committee

Internal Capital Adequacy
Assessment Process Steering
Committee

Non-Performing Assets
Review Committee (NPAC)

Business Continuity
Management Alternative
Committee (BCMAC)

Credit Committee

Investment Committee

Operational Risk Management
Executive Committee

Reward and Recognition
Policy Committee (RRPC)

Scholarship Programme
Selection Committee
(Review Committee)

Scholarships Committee

Sustainability Committee

Steering Committee of tvBoC

Working Committee of
tvBoC

Technical and Operational
Committee

Foreign currency outflow
Management Committee
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Corporate

Governance

Risk Oversight

The Board is responsible for formulating Throughout the year, a total of 24 Board meetings and 41 Board subcommittee
robust risk management policy and meetings were held.

overseeing the Bank's risk management

and internal control frameworks. The Process for Board Meetings
Integrated Risk Management Committee

(IRMC) and Audit Committee assist the

Board in fulfilling its risk management

and internal control obligations. In light m
of prevailing economic stresses in

2022, the Board prioritised the Bank's

A calendar is set for Board meetings and subcommittee meetings and notice

credit risk, liquidity risk, interest risk, T .
is given to Directors through an Annual Calendar.

and environmental and social risk

management functions.

Risk-related Functions
Agenda-setting

i |

0 ) The Company Secretary/Secretary to the Board sets the agenda and obtains
‘ Approval of the Bank’s risk appetite ‘ the approval of the Chairman. Directors are free to submit proposals to the
\ ’ agenda for discussion at Board meetings. Matters arising from internal/external

o developments may be added to the agenda.

Regular assessment of principal
risks facing the Bank

Board paper compilation and circulation

Board papers are prepared and electronically circulated to Directors through a
secure portal ensuring sufficient time is given to review matters which are to be
discussed and seek additional clarifications if required.

Review of risk appetite dashboards
and performance against defined
parameters

Board meetings

i |

Ensuring mitigation tools are in

place to effectively address risks ) )
Board meetings have standard items such as performance updates, governance

matters, credit and recommendations from subcommittees including risk reports.
Board Meetings Members of the management team are invited for Board meetings to provide
additional clarifications if/when required.

The Board held regular meetings
during the year, ensuring the continuity

i |

of operations despite disruptions to

mobility brought on by fuel shortages in Post-meeting

the Country. The Company Secretary/

Secretary to the Board ensures all The Company Secretary/Secretary to the Board prepares the minutes and circulates
necessary procedures are followed in among Directors through a secure e-Solution within 10 days of the meeting. Draft
setting meeting agendas, circulating minutes are circulated to the Senior Management Team the day following the
information, facilitating Board meetings, meeting. Minutes are adopted at the subsequent Board meeting. Follow up action is
and recording minutes. Special attention taken on outstanding matters.

is given to ensuring the Board devotes
sufficient time to matters such as
strategic planning, risk management,
compliance, and governance.
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Corporate
Governance
Attendance at Board and Subcommittee Meetings
Board Audit Human Nomination Integrated Risk ICT
meeting Committee Resources and and Corporate Management Committee
meeting Remuneration Governance Committee meeting
Committee Committee meeting
meeting meeting
(24) 9) (4) (1) (8) 9
Mr Kanchana Ratwatte
Chairman 24/24 = = = = =
Mr R M Priyantha Rathnayake
Ex-Officio Director 24/24 9/9 4/4 10/11 8/8 =
Mr G Harsha Wijayawardhana
Non-Executive Director 24/24 9/9 = 7/11 7/8 9/9
Mr A C Manilka Fernando
Non-Executive Director® 24/24 9/9 4/4 11/11 1/1 9/9
Major General (Rtd) G A Chandrasiri VSV
Non-Executive Director? 23/24 9/9 4/4 4/4 0/1 2/2
Mr Jayampathy Molligoda
Non-Executive Director! 2/2 8/9 = 2/2 1/1 1/1

1. Resigned w.e.f 31 January 2022

2. Appointed to ICT Committee w.e.f 5 October 2022, Integrated Risk Management Committee w.e.f. 19 October 2022 and Nomination and Corporate

Governance Committee w.e.f. 7 July 2022

3. Attended Integrated Risk Management Committee meeting by invitation

Company Secretary

The Company Secretary/Secretary to

the Board plays a key role in the Bank's
Corporate Governance framework and
ensures that Board procedures comply
with applicable laws, rules, and regulations.
The Secretary regularly reviews the Bank's
governance framework in view of emerging
best practices, regulatory changes, and
stakeholder interests. All Directors have
access to the advice and services of the
Company Secretary.

Ms Janaki Senanayake Siriwardane
serves as the Secretary to the Board and
has been appointed in accordance with
the requirements of the Banking Act and
relevant amendments.

Purpose

The Bank’s governance framework
ensures that the conduct of Directors and
Management aligns with BoC's long-term
purpose, corporate values, and Code

of Ethics. In fulfilling their duties, Board

members are expected to demonstrate

integrity, transparency, and accountability;

thereby establishing an ethical standard
at the highest level of the Bank. Page 3
outlines Bank of Ceylon’s vision, mission,
and values, which together provide
impetus for the Bank’s purpose.

Activities in 2022

1. Focus on multi-stakeholder value
creation by balancing stakeholder
interests.

2. Creating the right tone at the top,
including a culture of integrity and
transparency.

3. Strengthening credit risk
management practices.

4. Strengthening the governance
framework.

5. Approval for the Corporate Plan for
2023-2025 and the Corporate Budget
for 2023.

6. Review of research and development
work at the Bank.

Further actions taken by the Bank in
alignment with the corporate values and
overarching strategic objectives are outlined
in the Business Line reviews on pages 65 to
77 and the Stakeholder Outcomes on

pages 78to 118.

Value-based Culture

The Board establishes an ethical
standard at the highest level and gives
impetus to the Bank’s efforts to foster
a culture of ethics and integrity based
on corporate values. This approach
emphasises treating customers
responsibly and fairly and conducting
business with ethics in mind.

The Director’s Code of Business Conduct
Ethics and Employee Code of Ethics
serve as a blueprint for promoting

a culture of responsible and ethical
behavior, which is supported by the
Bank’s Whistleblowing Policy and
anti-corruption measures.
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Corporate
Governance

Code of Conduct and Ethics
Directors’ Code of Ethics

The Board is bound by the Code of
Business Conduct and Ethics and

are required to submit an annual
confirmation on their compliance with
the provisions of the code. The Code
aims to propagate a strong culture

of integrity, transparency and anti-
corruption while encouraging Directors to
act in the best interests of the Bank.

Employee Code of Ethics

Applicable to all employees, this clearly
sets out the Bank’s expectations in dealing
with internal and external stakeholders,
behaviour, bribery and corruption.

Whistleblowing Policy

A Board-approved Whistleblowing Policy
encourages employees or non-employees
to report complaints pertaining to
suspected theft/fraud, corruption, misuse
of the Bank’s assets or any other actions
that are considered unethical or illegal.
Complaints are directed and overseen

by the Chief Internal Auditor while
complaints made against employees of
the DGM grade or above are submitted to
the Chairman of the Audit Committee.

Anti-corruption

The Bank takes a zero-tolerance
approach to bribery and corruption and
is committed to acting professionally,
fairly and with integrity in all its business
dealings and relationships wherever the
Bank operates and implementing and
enforcing effective systems to counter
bribery. The Bank's policy with regard

to anti-corruption and bribery is clearly
communicated to all employees during
the induction programmes and reinforced
through regular training and awareness
sessions.

Responsible Corporate
Citizenship

The Board of Directors oversees the
Bank's impact and its role as a responsible
corporate citizen, as this directly

affects the Bank's legitimacy and social
license to operate. BoC's approach to
sustainability is centered on the belief that
"Sustainability is a Lifestyle," with a focus
on three key aspects of sustainability:
Economic, Environmental, and Social.
While the Board provides oversight on

all matters related to sustainability, a
Sustainability Committee, led by the
General Manager, is responsible for
implementing the policy.

Read together, the Operating Context
outlined on pages 43 to 46, approach

to Embedding Sustainability described

in detail on pages 55 to 59, and value
delivered to stakeholders described in
the Stakeholder Outcomes on pages 78
to 118, provide a comprehensive view of
Bank of Ceylon's actions as a responsible
corporate citizen.

Anti Money-Laundering (AML) and Combating Terrorist Financing (CTF)

Instances of Non-compliance

Date of penalty pate of Type of penalty  Related regulation/law Reason for the penalty Amount

payment LKR
13 October 14 November Administrative  Paragraph 5 of the United Nations Failure to identify 3,000,000.00
2022 2022 Regulation No. 1T of 2012 and the a customer out

order published in the Extraordinary
Gazette Notification No. 1853/25
dated 22.05.2014 by the competent
authorities, Ministry of Defence and
Urban Development.

of all business
relationships as per
the said regulations

During the year under review, other than the above, there were no other monetary losses arising as a result of legal proceedings
associated with fraud, insider trading, anti-trust, anti-competitive behavior, market manipulation, malpractice, or other related

financial industry laws or regulations.
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Corporate Reporting

The Board bears ultimate responsibility
for ensuring the accuracy and integrity of
all external reports, which are approved
by the Board before release.

* Annual Integrated Report: the primary
publication to shareholders, which
offers a comprehensive and unbiased
overview of how the Bank generates
value for its stakeholders.

* Annual Financial Statements:
Containing the Group's complete
audited annual financial statements
and accompanying notes.

Stakeholder Relations

The Bank's Communication Policy serves
as a guide for maintaining effective
communication with internal and external
stakeholders, with the aim of cultivating
open and lasting relationships. The policy
outlines the Bank’s value proposition

to each stakeholder. The Bank's
performance in this regard is described
in detail in the Stakeholder Outcomes
section from pages 78 to 118.

Customers: Relevant products
delivered through convenient channels,
underpinned by trust and stability.

Employees: Opportunities for career and
skill development in a rewarding and
conducive work environment.

Shareholder and fund providers:
Generation of sustainable returns
commensurate with risks undertaken

Community and environment: Contribute
to national socio-economic development,
financial inclusion, and local and global
environmental challenges.

Business partners: Create opportunities
for mutual growth.

Regulators: Ensure full compliance
to relevant regulatory and statutory
requirements.

Performance

Bank of Ceylon engages in continuous
assessment and measurement of

the effectiveness of the Board, its
Subcommittees, and the Bank's overall
Corporate Governance practice.

Monitoring Board
Performance

The Bank utilises a structured self-
appraisal mechanism developed in
coordination with an external resource
in order to assess the effectiveness of
the Board. Each Director is obliged to
fill out a performance evaluation form,
which is then combined and presented
to the Board through the Nomination
and Corporate Governance Committee.
Additionally, subcommittees perform a
comparable assessment.

Remuneration Review

As part of building a high-performance
team and a culture of excellence, the
Bank ensures remuneration is equitable
and competitive, but also tied to
performance by way of incentives and
other measures.

Approach to Remuneration

BoC's Remuneration Policy is designed

to provide employees with the necessary
resources, recognition, compensation,
and motivation that supports their role in
advancing the Bank’s strategic objectives
and creating value for the Bank and its
stakeholders. To encourage long-term
sustainable performance, the policy
emphasizes fairness and competitiveness
in the reward package offered.

The Bank’s Remuneration Policy follows
the principles of Competitiveness, Equity,
Transparency, and Inclusivity.

Remuneration Structures

Directors' remuneration is determined
in accordance with the Directors'
Remuneration Policy, which adheres
to circulars and requirements of the
Government of Sri Lanka, as well as

Corporate
Governance

The Ordinance and its amendments. No
Director is involved in setting their own
remuneration.

Remuneration of the General

Manager (GM) and Key Management
Personnel (KMP) is based on the
Board-approved Remuneration Policy
for Key Management Personnel.

The Board Human Resource and
Remuneration Committee (HR&RC)
makes recommendations to the Board,
which provides feedback to the relevant
Minister for final approval, as required
by The Ordinance and its amendments.
Remuneration of the GM and KMP is
reviewed every three years.

The Bank’s remuneration structure
involves the following essential
components:

Fixed remuneration: Base salary and
other fixed components, determined on
role and employee grade

Variable remuneration: Incentive bonus

Other non-cash benefits: Post-
employment benefits, loans under special
schemes, credit cards, etc.

For details of Directors’ remuneration,
refer page 208 and page 389 for details
of remuneration of KMP. Additionally, the
Report of the HR&RC is on page 134.

Appraisal of the General
Manager (GM) and Key
Management Personnel
(KMP)

The Board, assisted by the HR&RC,
conducts an annual assessment of
the performance of the GM and KMP,
against financial and non-financial
objectives and performance indicators
as established in the Corporate Plan.
The criteria for assessment are
determined in collaboration with the
GM and KMP at the start of the year
to ensure a clear understanding of the
Board's expectations. The appraisal
takes into account the changing nature
of the business environment and
feedback obtained from the appraisee.
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Board Subcommittee

Reports

Audit Committee Report

(1) Mr A C Manilka Fernando
Chairman/Independent
Non-Executive Director

(2) Mr G Harsha Wijayawardhana*
Member/Independent
Non-Executive Director

(3) MrR M Priyantha Rathnayake
Member/Non-Executive Ex officio
Director

(4) Major General (Retd.)
G A Chandrasiri VSV
Member/Independent
Non-Executive Director

* Ceased to be a Director w.e.f
13 January 2023

Regular participants

® Chief Internal Auditor
® Chief Risk Officer

® Assistant General Manager
(Operational Audit)
Assistant General Manager
(Credit Audit)

Assistant General Manager
(Investigations)

Assistant General Manager
(Information Systems Audit)

Internal Auditor

Representative of the Auditor General
(the External Auditor of the Bank)

Meetings held in 2022: 09

(Attendance given on page 127 of this Report)

Quorum: Two members or majority of the members whichever is higher.

Role of Committee
Audit Committee Charter

The Terms of Reference of the Audit
Committee are governed by the Audit
Committee Charter, approved and
adopted by the Board.

The Committee also ensures that the
scope and coverage of its functions
addresses the requirements of the
Banking Act Direction No. 11 of 2007
on “Corporate Governance for Licensed
Commercial Banks in Sri Lanka” and its
subsequent amendments issued by the
Central Bank of Sri Lanka.

Principal Focus

The Audit Committee primarily focuses
on assisting the Board in fulfilling its
duties by providing an independent and
objective review of the Bank’s financial
reporting process.

Medium of Reporting

The proceedings of the Audit Committee

meetings are tabled and ratified at the
Board meetings, where all key issues,
concerns, actions taken, outcomes
achieved or pending, and follow-up
initiated, are clarified, discussed and
Board approval obtained thereof.

Secretary to the Committee

The Secretary, Bank of Ceylon/
Secretary to the Board who is an
Attorney-at-Law and a Deputy General
Manager, functions as the Secretary to
the Committee.

p Attend upon invitation N

® General Manager
® Chief Financial Officer

® Deputy General Manager
(Finance and Planning)

Deputy General Manager
(Compliance)
Any other member of Corporate or

Executive Management/Any other
Staff Member

Areas of Focus and
Activities in 2022

Financial Reporting

* Reviewed the monthly, quarterly and
annual unaudited/audited Financial
Statements to ensure that they are
prepared and published in accordance
with the requirements prescribed
by the supervisory and regulatory
authorities and applicable Accounting
Standards.

* Reviewed the liquidity management,
capital adequacy and foreign currency
management.
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Regulatory Compliance

* Reviewed compliance with mandatory
banking and other statutory
requirements.

* Reviewed the progress of action
taken in relation to the findings of the
statutory examinations carried out by
regulators.

Internal Controls

* Reviewed the adequacy and
effectiveness of the internal control
mechanism of the Bank in line with
Section 3(8) (i) (b) of the Banking Act
Direction No.11 of 2007 through the
Internal Control Matrix.

* Onaregular basis and when
specific events or cases warranted,
conducted root cause analysis and
made improvements to the systems,
procedures and internal controls.

Internal Audit

* Reviewed the independence,
objectivity, and performance of the
internal audit function.

* Reviewed and amended the Internal
Audit Department organisation
structure with a view to achieving the
objective of Internal Audit Charter and
matching the structure to the present
context. Accordingly, recommended to
recruit new professional staff.

* Evaluated the quality of the
credit portfolio of the Bank and
recommended necessary initiatives to
improve the credit quality.

* Approved the Internal Audit Plan
and reviewed the effectiveness
of the implementation of the Plan
throughout the year.

* Monitored the progress of the
initiatives taken by the Internal Audit
Department to improve Internal
Control Monitoring Process.

* Monitored the compliance with the
Banking Act Direction No. 11 of 2007
on Corporate Governance issued by
Central Bank of Sri Lanka on Internal
Audit Charter and Audit Committee
Charter.

* Monitored the progress of the Internal
Audit function of the subsidiaries.

* Special Reviews were done on
Expected Credit Loss Models, Cyber
Security, Loans granted on Donor
Agency Funding.

External Audit

* The external audit of the Bank is
carried out by the Auditor General
in terms of the Constitution of the
country. The Committee ensured
that the external audit is carried out
effectively and independently and
maintained a continuous rapport with
the representatives of the Auditor
General in relation to the audit
approach and procedure.

* Conducted close door meetings with
external auditors.

Way Forward

The Audit Committee will foster a
positive and effective internal control
environment by committing to achieve
the objectives set out in the Audit
Committee Charter during 2023 and
beyond.

On behalf of the Audit Committee.

A C Manilka Fernando
Chairman,
Audit Committee

24 February 2023

Board Subcommittee
Reports
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Integrated Risk Management Committee Report

Committee composition during 2022

(4) Mr Jayampathy Molligoda
Member/Independent Non-Executive
Director — From 04 March 2021 till
31 January 2022

(Mr G Harsha Wijayawardhana ceased
to be a Director on the Board of Bank of
Ceylon w.e.f 13 January 2023.

Mr Ronald Perera, Chairman, Bank of
Ceylon was appointed as a member of
this Committee w.e.f. 31 January 2023.)

P Secretary to the Committee N

The Secretary, Bank of Ceylon/
Secretary to the Board who is an
Attorney-at-Law and a Deputy General
Manager, functions as the Secretary to
the Committee.

The composition of the committee
during the year 2022 was as follows:

(1) Mr R M Priyantha Rathnayake
Chairman/Non-Executive
Ex officio Director

(2) Mr G Harsha Wijayawardhana
Member/Independent
Non-Executive Director

Regular participants

® General Manager
® Chief Financial Officer

® Deputy General Manager
(Compliance)

3

N

Major General (Rtd)

G A Chandrasiri VSV
Member/Independent
Non-Executive Director —
From 19 October 2022 to date

Attend upon invitation

Meetings held in 2022: 08

(Attendance given on page 127 of this Report)

® Any other members of the Board/
Corporate Management/any other

Quorum: Two members Staff Member

Special emphasis was given to the
requests of the SOEs to complete
the tasks with national interest.
Continuous following up was done
through the committee to assess
the appropriateness and viability of
accommodating the business with
them while safeguarding the stability
of the Bank.

Role of Committee Medium of Reporting .

Integrated Risk Management
Committee Charter

The Terms of Reference (TOR) of the
Integrated Risk Management Committee
are governed by the Committee Charter,
approved and adopted by the Board.

The proceedings of the Integrated Risk
Management Committee meetings are
tabled and ratified at the Board meetings
and Board approval obtained thereof.

Areas of Focus and
A Activities in 2022
The Committee also ensures that the
scope and coverage of its functions
addresses the requirements of the
Banking Act Direction No. 11 of 2007
on “Corporate Governance for Licensed
Commercial Banks in Sri Lanka” and its
subsequent amendments issued by the
Central Bank of Sri Lanka.

Liquidity Asset Quality

Year under review called for special
attention on deteriorating credit

quality levels given the challenging
economic position faced by the country.
Deliberations on asset quality were
multifaceted. A comprehensive plan

to curtail increasing non-performing
advances were formulated while

* Utmost priority was given to
managing the liquidity position of
the Bank, lengthy deliberations were
done on liquidity position reports.
Unconventional strategies, special
teams and tasks were recommended
to ensure that the Bank remain steady
in a challenging economic scenario.

Principal Focus

COMPLIANCE
ANNEXES

SUPPLEMENTARY
INFORMATION

To assist the Board in fulfilling its
oversight responsibilities for all aspects
of risk management. In this connection
the Committee focuses on and reviews
credit, market, liquidity, operational,
Information Security and strategic risks
through appropriate risk indicators and
management information.

* Amidst the dearth in the FCY liquidity
in the Bank a rule based system was
established to cater to the customers
requesting Letters of Credit, a special
committee viz. Outflow Management
Committee was set up comprising the
Chief Risk Officer to govern this task.

monitoring the credit quality through the
credit quality units with strict monitoring
and regular reporting. Special emphasis
on revival of under performing segments
and customers were focused with a view
to arresting deterioration of credit quality.
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Compliance

Assessed the compliance risk issues
emphasised in the branch network as
well as the divisions and suggested
suitable strategies to mitigate the same.
Compliance risks of subsidiaries were
monitored through frequent reports and
suitable strategies were validated to be
implemented.

Committee continuously monitored the
progress of the implementation of the
goAML, which is the regulatory reporting
platform required by the regulator.

Recommended the adoption of a
comprehensive risk matrix to assess the
AML/CFT risk of exchange companies
and banks with correspondent
relationships.

Comprehensive risk reviews of
subsidiaries were done to ascertain

its risk profile and necessary
recommendations were made to ensure
that they remain as per the risk mandate
of the Bank.

Internal Capital Adequacy
Assessment Process
(ICAAP) and Recovery Plan

Reviewed and recommended the ICAAP
of the Bank of Ceylon group with a view
to maintaining adequate capital levels
to accommodate Pillar Il risks and
withstand any unforeseen but plausible
events which were highlighted in the
stress testing process of the Bank.

Recommended the first submission of
the recovery plan of the Bank prepared
according to the regulator’s directions
with full range of credible recovery
options. Subsequent follow ups on alert
and trigger events were discussed in
detail with remedial actions taken by the
management.

ESMS initiatives — Adopted the Bank’s
Environmental & Social Management
System Policy and comprehensive set
of guidelines issued to the business
units on Environmental & Social risk
management process.

Information security/IT Risk — In line
with providing a seamless banking
experience to the customers disruptions
to services on digital platforms were
taken as high priority. Risks emanating
from information security and IT were
deliberated with controls available to
mitigate them.

Risk limits — Continuously monitored the
exceptions to the Committee approved
Risk Appetite of the Bank through risk
reports submitted by the Risk Division.
The exceptions to the limit management
framework established at the Bank were
strictly monitored with course of action
proposed by the management to validate
the suitability of them.

Policies and management level
committees — All Policies related to Risk,
including foreign branch policies were
recommended to the Board with relevant
changes either business or regulatory
for the approval of the Board. Reviewed
and revised the Terms of Reference of
all Management Committees dealing
with specific risks or some aspects of
risk. Effectiveness of all management
Committees of the Bank were evaluated
against its respective objective to ensure
that they remain and carry out its tasks
according to the mandate of each
committee.

Performance Evaluation

Carried out the performance evaluations
of the Chief Risk Officer and Deputy
General Manager (Compliance).

Members collectively evaluated the
Committee performance.

Board Subcommittee
Reports

Conclusion

The Committee has a direct and obvious
link to good corporate governance. Risk
management policies are framed so as
to reduce the chances of threats to the
going concern by taking informed and
calculated risks rather than taking risks
for the sake of taking risks.

The Committee is cognisant of the fact
that it needs to be vigilant and attuned

to its risk combat strategy with the
advancement of technology, increased
vulnerability with macroeconomic shocks
and volatility and industrywide frauds and
cyber-crimes beginning to pose greater
threats.

Increasing awareness among staff
over the need for managing risks,
ensuring compliance and training staff
are important components of this
approach. The Committee is of the
view that the Bank is on the right path
towards meeting the challenges of risk
management and compliance whilst
safeguarding the interests of Bank's
stakeholders.

On behalf of the
Integrated Risk Management Committee

R M Priyantha Rathnayake
Chairman,
Integrated Risk Management Committee

24 February 2023
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Human Resources and Remuneration Committee Report

The following Directors were members
of the Committee during the year 2022:

(1) Mr A C Manilka Fernando

Chairman/Independent
Non-Executive Director

(2) Mr R M Priyantha Rathnayake

Member/Non-Executive Ex officio
Director

(3) Major General (Retd.) G A Chandrasiri VSV

Member/Independent
Non-Executive Director

Meetings held in 2022: 04

(Attendance given on page 127 of this Report)

Quorum: Two members

Role of Committee

Terms of Reference of the
Committee

The main responsibilities of the
Committee, which are mainly based on
the Banking Act Direction No. 11 of 2007
on Corporate Governance for Licensed
Commercial Banks in Sri Lanka issued
by the Central Bank of Sri Lanka and
incorporated into the Committee Charter,
are as follows:

* Determining the Remuneration Policy
(salaries, allowances and other
financial payments) relating to Key
Management Personnel (KMP) of the
Bank.

* Setting goals and targets for the
General Manager (GM) and KMP.

* Evaluating the performance of the GM
and KMP against the set targets and
goals periodically and determining
the basis for revising remuneration,
benefits and other payments of
performance based incentives.

* Reviewing staff in matters referred to
it by the Board.

* Determining the Human Resource
Policy and Organisation Structure of
the Bank.

Principal Focus

This Committee focuses on assisting the
Board in the Human Resource matters
primarily on the evaluation of the KMP.

Medium of Reporting

The proceedings of the Committee
meetings are tabled and ratified at Board
meetings and approval of the Board

is thus obtained for implementation

of the recommendations made by the
Committee.

Areas of Focus and
Activities in 2022

Remuneration of Directors

According to the aforesaid Banking Act
Direction No. 11 of 2007, this Committee
has to determine the Remuneration
Policy relating to the Chairman and
Directors. However, in the case of Bank
of Ceylon, the remuneration of Directors
is determined in accordance with the
circulars and instructions issued by

the Government of Sri Lanka, the sole
shareholder of the Bank. The provisions
in the Bank of Ceylon Ordinance No. 53 of
1938 and its amendments, are also taken

Secretary to the Committee

The Secretary, Bank of Ceylon/
Secretary to the Board who is an
Attorney-at-Law and a Deputy General
Manager, functions as the Secretary
to the Committee.

Attend upon invitation

® General Manager

® Deputy General Manager
(Human Resources)

® Any other member of Corporate or
Executive Management

into consideration in this regard. The
Bank has a Remuneration Policy in place,
prepared based on the above, which is
reviewed as and when new regulations
are issued by the Government or
periodically. This was reviewed in 2022.
The details of the remuneration given

to Directors, are disclosed in the Annual
Report on a yearly basis.

Remuneration of KMP

The remuneration of employees is
revised once in three years, with

the approval of the Ministry, whose
purview the Bank comes under as per
the provisions of the Bank of Ceylon
Ordinance.

No salary revision was done in 2022
and accordingly the Committee did not
deliberate on remuneration of KMP

in 2022.

Goals and Targets

The Committee reviewed and
recommended the Key Performance
Indicators (KPI) of the members of the
Corporate Management and the General
Manager for the year 2022.
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Performance Evaluation

The Committee evaluated the
performance appraisals made of the Key
Management Personnel (KMP) including
the General Manager (other than the
Deputy General Manager (Compliance),
Chief Risk Officer and Chief Internal
Auditor whose evaluations were placed
before the respective subcommittees) for
the year ended 2022 based on the targets
set at the commencement of the year in
line with the Corporate Plan.

Development of Employees

Followed up on the action plan to develop
the employees with required skills,
knowledge and attitudes.

Organisation Structure

Considered and recommended a new
organisation structure for the Bank as
part of the gradual move towards an
ideal structure.

Policies/Charters Reviewed

Recommended adoption of the following
Policies/Charter:

* Reviewed Human Resource and
Remuneration Committee Charter.

* Revised Disciplinary Code of the Bank.
* Revised Code of Ethics of the Bank.

* Revised policy on awarding marks
for commendations and deduction
of marks for adverse comments/
punishments for promotion to the
grade of Deputy General Manager and
Assistant General Manager.

* Revised policy on maternity leave
taken by trainee/probationer during
the training/probationary period.

Way Forward

The members of the Committee
collectively evaluated the performance
of the Committee and submitted to
the Board.

The Committee will continue to
encourage the use of best practices in
Human Resource in the Bank to promote
the long-term success of the Bank.

On behalf of the Human Resources and
Remuneration Committee.

A C Manilka Fernando

Chairman,

Human Resources and Remuneration
Committee

24 February 2023

Board Subcommittee
Reports
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Nomination and Corporate Governance Committee Report

y Committee composition during 2022 .

The following Directors were members
of the Committee during the year 2022:

(1) Mr A C Manilka Fernando
Chairman/Independent
Non-Executive Director
(Chairman from 01 February 2022 -
Prior to that, was a member)

(2) MrR M Priyantha Rathnayake
Member/Non-Executive Ex officio
Director

(3) Mr G Harsha Wijayawardhana
Member/Independent
Non-Executive Director

From 07 July 2022

(1) Major General (Retd.)
G A Chandrasiri VSV
Chairman/Independent
Non-Executive Director

(2) Mr A C Manilka Fernando
Member/Independent
Non-Executive Director

(3) Mr R M Priyantha Rathnayake
Member/Non-Executive Ex officio
Director

(4

==

Mr G Harsha Wijayawardhana
Member/Independent Non-Executive
Director (ceased to be a Director on
the Board of Bank of Ceylon

w.e.f. 13 January 2023)

Mr Jayampatty Molligoda who
was on the Board of the Bank till
31 January 2022, held the
Chairmanship of this committee
till that date.

Role of Committee

Nomination and Corporate
Governance Committee
Charter

The Terms of Reference of the
Nomination and Corporate Governance
Committee are governed by the
Committee Charter, approved and
adopted by the Board.

The Committee also ensures that the
scope and coverage of its functions
addresses the requirements of the
Banking Act Direction No. 11 of 2007
on “Corporate Governance for Licensed
Commercial Banks in Sri Lanka” and its
subsequent amendments issued by the
Central Bank of Sri Lanka and that of
the Code of Best Practice on Corporate
Governance issued by the Institute of
Chartered Accountants of Sri Lanka.

Principal Focus

The Nomination and Corporate

Governance Committee assists the Board

in ensuring compliance with Corporate
Governance principles as required by
regulations or otherwise in addition to
assisting the Board with regard to the
appointment of the Chief Executive
Officer/General Manager and the Key
Management Personnel (KMP).

Medium of Reporting

The proceedings of the Nomination
and Corporate Governance Committee
meetings are tabled and ratified at the
Board meetings and Board approval
obtained thereof.

P Secretary to the Committee

The Secretary, Bank of Ceylon/
Secretary to the Board who is an
Attorney-at-Law and a Deputy
General Manager, functions as the
Secretary to the Committee.

p Attend upon invitation

® General Manager

® Any other member of the
management as decided by
the Committee

Meetings held in 2022: 11

(Attendance given on page 127 of
this Report)

Quorum: Two members

Areas of Focus and
Activities in 2022

Policy on Appointment of
Directors

As provided in the Bank of Ceylon
Ordinance No. 53 of 1938 and its
amendments the Bank being fully

State owned, the Minister under whose
purview the Bank falls appoints Directors
to the Board of Bank of Ceylon. This
Committee accordingly has no direct
role in connection with the appointment
of Directors. However, an internal Policy
on Appointment of Directors to the
Board is in place in the Bank based on

a recommendation of this Committee
specifying the criteria required for
appointment as a Director of the Bank,
which is shared with the appointing
authority to assist in identifying the skill
set needed for a Director of

the Bank.

* Reviewed the Policy on Appointment
of Directors to the subsidiaries of
Bank of Ceylon.
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Corporate Governance

* Corporate Governance Policy which is
in place was reviewed together with
the following incorporated therein:

— The Communication Policy.

— The Policy on Directors’ Access to
Independent Professional Advice.

— The Charter of the Nomination and
Corporate Governance Committee.

— Policy on Appointment of Directors
to Board of Bank of Ceylon.

— Board Charter
— Board subcommittee Charters

— Remuneration Policy for the
Chairman and Board of Directors

— Code of Business Conduct and
Ethics for Directors

— Policy on Conflict of Interest on
Directors

— Subsidiaries Management Charter

— Policy on Appointment of Directors
to the Boards of Subsidiaries

— Whistle Blowing Policy
— Criteria for selection of General
Manager of Bank of Ceylon

* Ensured the compliance with the
applicable Corporate Governance
regulations.

* Recommended the Board Evaluation
Report for the year 2022.

Fitness and Property

* Ensured that the KMP are fit and
proper persons to hold their offices
when officers were promoted or
appointed as KMP.

Succession Arrangements

* Recommended the revised succession
Plan which is an integral part of talent
development. The talent pipeline for
all Key Management roles prepared
identifying the emergency cover,
medium term (1-3 years) and longer
term (3-5 years) were reviewed. The
Committee took action to identify the
successor to General Manager/CEOQ.

* Followed up on the succession
planning process for the grades
below KMP using artificial intelligence
(Al Tools).

* Reviewed and recommended the Man
Power Plan of Bank for year 2022.

* Assessed the training needs with a
view to leadership development of
KMP.

* Reviewed and recommended the
introduction of new designations for
KMP and the movement of the KMP
as recommended by the Management.

* Introduced criteria for selecting a
Senior Deputy General Manager.

Board Subcommittee
Reports

Way Forward

The Committee will strive to promote
best practices in Corporate Governance
in the Bank, focusing in particular on the
implementation of the Directions issued
by the Regulators.

Conclusion

The Committee reviewed the efficiency
of its work through the annual evaluation
that was carried out collectively. The
Committee will continue to add value to
the Board's responsibilities through the
functions of this Committee.

On behalf of the Nomination and
Corporate Governance Committee

Major General (Rtd.)
G A Chandrasiri VSV

Chairman,
Nomination and Corporate
Governance Committee

24 February 2023
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Board Subcommittee
Reports

Information and Communication Technology Committee Report

Committee composition during 2022

The following Directors were members
of the Committee during the year 2022:

(1) Mr G Harsha Wijayawardhana
Chairman/Independent
Non-Executive Director (Ceased to
be a Director w.e.f.13 January 2023)

(2) Mr A C Manilka Fernando
Member/Independent
Non-Executive Director

(3) Mr Jayampathy Molligoda’
Member/Independent
Non-Executive Director
(Resigned w.e.f. 31 January 2022)

Currently the Committee comprises of the
following members:

(1) MrR M Priyantha Rathnayake
Chairman/Non-Executive
Ex officio Director

(2) Mr A C Manilka Fernando
Member/Independent
Non-Executive Director

(3) Major General (Rtd)
G A Chandrasiri VSV
Member/Independent
Non-Executive Director

Meetings held in 2022: 09

(Attendance given on page 127 of
this Report)

Quorum: Two members

Role of Committee

Information and
Communication Technology
(ICT) Committee Charter

The Terms of Reference of the ICT
Committee are governed by the ICT
Committee Charter, approved and
adopted by the Board.

Principal Focus

The primary purpose of this Committee
is to assist the Board of the Bank in
fulfilling their oversight responsibilities
with regard to the existence, operation
and effectiveness of the IT products

and services, policies, practices and IT
infrastructure employed by the Bank to
manage various types of IT products

and services including major technology
investments. It ensures that the Bank has
a robust IT infrastructure and capabilities
in place at all times, follows best practice

Regular participants

® General Manager
® Head of IT

® Deputy General Manager
(Product and Banking Development)

® Chief Risk Officer

and maintains alignment with Bank’s
Corporate Plan by analysing emerging
trends in technology.

Medium of Reporting

The proceedings of the ICT Committee
meetings are tabled and ratified at the
Board meetings and Board approval
obtained thereof.

Areas of Focus and
Activities in 2022

Monitoring Development

* Monitored the ongoing IT
developments/IT infrastructure
enhancements in the Bank including
that of overseas branches in Maldives,
Chennai and Seychelles and guided
on the proposed developments/
improvements.

Monitored the operations of the
existing critical applications of

The Secretary, Bank of Ceylon/
Secretary to the Board who is an
Attorney-at-Law and a Deputy General
Manager, functions as the Secretary
to the Committee.

Attend upon invitation

® Assistant General Managers
attached to IT Division

® Assistant General Manager
(Product Development and Business
Process Re-Engineering Project)

® Any other member of the Board,
the Corporate Management and
Staff Member as decided by the
Committee

the Bank and provided necessary
guidance to rectify and resolve
existing issues.

Monitored the progress of the
proposed digital banking solution
(Internet and Mobile banking system
(B-APP) for the Bank.

Reviewed the revamping of Corporate
Website of the Bank.

Discussed the Bank's digital initiatives
embedded in the Corporate Plan.
Initiated the digital signature platform
for the Bank.

Reviewed the proposed bio metric-
based payment solution.
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Resources — Human

* Assisted to fulfill the required
HR for IT Division.

* Followed up on the recruitment
process of a new Chief Information
Officer (CIO)

Policies
* Recommended the following

— Information Security Policy of
Maldives Branch.

— Cyber Security Policy of Maldives
Branch.

— Information Security Policy of
Seychelles Branch.

- Reviewed the Committee Charter.

Way Forward

The Committee will endeavor to ensure

that the Bank’s technology programmes

support the Bank’s business objectives
and strategies and provide the
appropriate data security.

Conclusion

The members of the Information and

Communication Technology Committee

have evaluated the Committee’s
performance during the year 2022 for
effectiveness and efficiency.

The Committee wishes to record

an appreciation for Mr G Harsha
Wijayawardhana, who was the Chairman
of the Committee during the year 2022,
for the great contribution made by him to
this Committee.

On behalf of the Information and
Communication Technology Committee

h

R M Priyantha Rathnayake
Chairman,

Information and Communication
Technology Committee

24 February 2023

Board Subcommittee
Reports
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Risk

Management

Amidst continued geopolitical upheaval
in the international arena and multiple
crises at national level, Sri Lanka faced
severely challenging economic conditions
in 2022. In response to heightened fiscal,
external sector, and financial sector
imbalances; supporting the Sri Lanka’s
financial system was the priority of the
Bank, honouring its unique role as a state
bank and its influential position as the
largest bank in the country’s financial
sector.

A deteriorating operating environment
posed significant uncertainty for

Sri Lanka's economic outlook and
resulted in realisation of several risks

for the Bank. While some impacts of
COVID-19 continued in 2022, major
challenges came from new areas.
Primary amongst these was the steady
increase in interest rates, which had
sweeping impacts on the sector. Floating
of the exchange rate in the first quarter
of 2022 resulted in significant knock-on
effects and challenges during the year,
including significant issues with regard to

Risk Landscape

liquidity and foreign exchange availability.

The regulator continued to aggressively
monitor and supervise related
developments.

In this environment, Bank of Ceylon’s
role in supporting and stabilising the
country’s economic fundamentals and
financial system was of paramount
importance. The Bank was successful
in managing this difficult period without
either breach of regulatory ratios or
drawdown of buffers that were allowed
by the regulator. The year closed on an
upward trajectory, with additional limits
incorporated, capital adequacy ratios
in line with benchmarks, and previously
delayed or deferred payments settled.

The following sections discuss

the pivotal role played by Bank of

Ceylon’s Risk Management function in
responding to the challenging operating
environment, upholding the Bank’s
national responsibility, and exercising best
practices in Risk Management to ensure
resilience and stability.
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External Operating Environment

Global geopolitical turmoil and

Sri Lanka’s economic and
sociopolitical crises set the stage
for an unstable and highly stressed
economic environment.

Downgrade of Sri Lanka’s Sovereign
Rating during 2022 resulted in a
cascade downgrade of the Bank’s

rating as well. g
o
=
o
(8]
(0]
(0]
=
Y—
(o)
[0}
©

Economic crisis and socio political »n

instability had an adverse impact

on employee turnover across many

sectors including financial industry.

Significant currency devaluation

during the year further weakened the

Sri Lankan rupee.

2

In response to multiple crises, the S
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Regulatory controls and stressed
conditions necessitated restrictions in
capital expenditure.

Liquidity risk

Foreign currency (FCY)/
Local currency (LCY)

Extended moratoria
Managing credit growth
Deteriorating asset

quality and rising
impairment provisions

Restrictions in
capital and recurrent
expenditure

Employee turnover

Interest rate risk

Restraints on capital

Risk
Management

Bank of Ceylon’s Response

In addition to the Asset and Liability Management
Committee (ALCO), the Bank instituted new means
to manage liquidity by close monitoring and diligent
oversight that helped secure Bank of Ceylon’s
financial position.

A special committee was established to scrutinise
foreign currency outflows, while revisiting and
revising counterparty and country limits

In addition to debt moratoria, restructuring

and rescheduling of facilities was extended to
impacted industries and sectors to support their
survival and revival.

In response to continued high volatility in the
business and economic environment, the Bank
extended strategic support to customers.

As a state bank tasked with supporting the
economy, the Bank’s focus in 2022 was on revival
and rehabilitation of businesses, while prudently
making impairment provisions.

An Expenditure Management and Business
Sustainability Executive Committee was
established to monitor and manage related
expenses without compromising performance
and service quality.

Bank of Ceylon arrested the situation by
realigning existing staff accordingly, whilst
sourcing new recruits for critical operations.

Despite human resource challenges during the year,
business continuity was given utmost priority by the
Bank and no disruptions were reported.

The Bank increased the lending rates, including
State Owned Enterprises (SOEs) to improve

the Net Interest Income, Bank analysed the
impact of finance cost, mismatch of assets and
liabilities, yield curve risk, impact of high interest
rate bearing products, forecasted Net Interest
Income in taking decisions on mitigating interest
rate risk.

The Bank managed operations with narrow
margins amidst capital constraints.

The Bank responded to the stressed conditions
that emerged from regulatory minimum ratios via
internal capital generation and debenture issues.

141
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Risk
Management

Enterprise Risk
Management (ERM)
Framework

The Board approved risk management
framework consists of clearly

defined governance structures, policy
frameworks and a culture of risk
awareness which ensures judicious
empowerment and the consistent
management of risks across the Bank.

Credit | Market !
risk | risk

Risk

universe liquidity risk

Funding and Operational

The framework provides comprehensive
guidelines to identify, measure, mitigate,
and report risks in a consistent manner
and is regularly reviewed and revised

to ensure that it remains relevant given
the increasingly dynamic operating
environment.

In response to significant changes to
the operating environment and newly
introduced internal processes, the Bank

Strategic Reputational ;
risk ©orisk risk

Risk appetite, strategy and management

' Regulatory and
compliance
risk

reviewed and updated all policies in 2022.
Considering the complexity of the stressed
operating environment, the Bank has
widened the scope of monitored risks to
increase focus on liquidity, interest rate,
and environmental and social risks.

Information

. '  Climate- Human
security and | Legal ! -
P | related risk | resource
technology : risk i

. and ESG risk
risk :

Board of Directors
v

Risk related Board >
Committees

Integrated Risk Management
Committee (IRMC)

General Manager

Audit Committee

Information and
Communication Technology
Committee

. Credit risk . Market risk . Operational risk . Information technology/
Risk-related ! ; ° | Security risk ¥
Executive Credit Committee ' Asset and Liability ' Operational Risk ' ¢ te Inf i

i . . ' Management Committee ' Management Executive 1 orporate Information
Committees NPA Review Committee | 9 ' L oamad®he | Security Committee
Idle Asset Committee 1 Investment Committee ; ) | ) )
! ' Fraud Risk Management ' IT Steering Committee
> ! + Committee !
l . Operational Losses |
3 © Committee 3
; . Business Continuity ;
1 . Management Committee |

: Int ted Risk G Risk
Risk related ntegrated Risk roup Risk Stress Testing Policy ICAAP Policy
framework Management Policy Management Policy

4
Overseas Branches Risk Management Framework
Risk Policies Credit Risk | Market Risk | Liquidity Risk | Operational Risk
Management Policies l Management Policies l Management Policies l Management Policies
4

IT/Information
Security Policies

Approach
LI Business
Management Units

First line of defence

Integrated Environmental and Social
Management System Policy

Second line of defence

Independent Integrated Risk
Management Division (IIRMD)

Third line of defence

Internal
Audit
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Risk Governance

The Board of Directors of the Bank has the overall responsibility for the establishment and oversight of the Risk Management Framework.

Board of Directors

Risk
Management

;

General Manger

N

Integrated Risk Management Committee

) )

AGM (Credit Risk Management)

i

Chief Manager
(Credit Risk Management)

)

f AGM (Market Risk and Operational Risk)

;

Chief Manager Chief Manager (Operational
Risk Management)

(Market Risk Management)

3 v

v %v

\ ;

CISO

l i

{

Cred"oua"ty} { Credit Risk } { ESMS } { Market Risk } {OperationalRisk} { IS/IT Risk }
Assurance

Integrated Risk Management

Committee (IRMC)

IRMC comprises four members of which
three are independent non-executive
directors.

Mandate

Assist the Board in discharging its
oversight responsibilities for risk
management.

Ensure that appropriate policies and
procedures are in place for detection,
oversight and analysis of existing and
future risks.

Ensure the Bank's risk management
activities are aligned with the Bank’s
risk appetite.

Assess all risks to the Bank on a periodic
basis through appropriate risk indicators
and management information.

Provide strategic guidance on various
initiatives undertaken by the Bank
towards management and mitigation
of credit, market, operational and
information security risks of the Bank.

* Review the Bank's capital position
and future requirements in line
with the Internal Capital Adequacy
Assessment Process (ICAAP)
while identifying and mitigating
potential pain points highlighted in
stress testing.

Independent Integrated
Risk Management Division
(IIRMD)

Headed by the Chief Risk Officer (CRO),
the Division operates independently.
Some structural changes were
made to the Division in 2022;

a new Executive Management
position to strengthen the

Division's focus on operational

and market risk management

as depicted in risk management
framework. The Division ensures
that the risk management

process is carried out effectively.

* Review the Bank’s Business
Continuity Plan.

* Re-enforce the culture and awareness
of risk management throughout the
organisation.

Risk Management Process

*N\"{\gation/[eepo
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(] systematic process for 2
> § identifying, measuring, o,
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e © risks that can impact :’.
% the Bank in various 3

dimensions 2
o
S

BANK OF CEYLON | ANNUAL REPORT 2022 1 43

COMPLIANCE FINANCIAL ACCOUNTABILITY MANAGEMENT DISCUSSION OUR BANK LEADERSHIP OVERVIEW
ANNEXES REPORTS AND ANALYSIS INSIGHTS

SUPPLEMENTARY
INFORMATION



FINANCIAL MANAGEMENT DISCUSSION LEADERSHIP
ANNEXES REPORTS ACCOUNTABILITY AND ANALYSIS OUR BANK INSIGHTS OVERVIEW

COMPLIANCE

SUPPLEMENTARY
INFORMATION

Risk
Management
Risk Profile
Risk category Key risk indicator Regulatory Actual position
requirement/
policy parameter ~ 31.12.2022  31.12.2021
Credit risk Net Stage 3 loans ratio (%) = 5.27 5.08
Asset quality Impairment Coverage (Stage 3) loans ratio (%) = 59.73 49.07
Concentration Sector-wise concentration (HHI) - 999 999
and exposure Geographical concentration = 2,062 1,305
Market risk Net interest income (NII) (LKR billion) = 126.35 111.25
Net interest margin (NIM) (%) = 3.10 3.28
Price Value per Basis Point (PVBP) of Treasury Bonds (LKR '000) = 75,767 869,969
Liquidity risk Liquid asset ratio (LCY) (%) 20 21.22 24.97
Liquid asset ratio (FCY) (%) 20 32.79 25.34
Liquidity coverage ratio (LCR) (%) 100 122.77 111.45
Net stable funding ratio (NSFR) (%) 100 139.00 124.31
Credit-Deposit (CD) ratio (%) = 77.58 89.88
Strategic risk Tier 1 capital ratio (%) 10.00 12.41 14.25
Total capital ratio (%) 14.00 15.38 17.77
Common equity Tier 1 ratio (%) 8.50 11.34 12.91
ROE (%) = 14.06 21.03
Operational risk  Operational loss as a percentage of risk appetite (%) = 82 63

Three Lines of Defence Model

Llne Of Defence Proactive identification, assessment and measuring of risks. The First Line

Risk taking and ownership by also manage day-to-day transactions and portfolio level risks within the limits

business units specified by the risk appetite framework, related policies and guidelines.

Line Of Defence Development and execution of the risk management framework while setting the
risk appetite and establishing the risk culture throughout the organisation.

Risk management, control and Providi id d t o the First Li f Def dth

oversight by the IIRMD roviding guidance and support to the First Line of Defence and the
management on risk-related activities.

. Provides independent and objective assurance to the Board on the
Line of Defence effectiveness and adequacy of risk management and internal controls.

Assurance by internal audit
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The Bank’s Approach to
Risk Management

Bank of Ceylon's risk management
function centres around an Enterprise
Risk Management (ERM) framework

that ensures risks are managed within a
framework aligned to the Bank's strategic
priorities, organisational culture and
corporate governance practices.

From clearly delineated roles and
responsibilities, to well-defined policies,
procedures, and processes; the Bank’s
ERM framework supports consistent
identification and management of risks
across business units, functions, and
operations.

In 2022, the Bank brought forward new
systems, processes, and protocols in
response to the changing and challenging
operating environment. Focus was placed
on Information Security Risk Management
in light of continued digitalisation and
adoption of new systems instituted in
response to the COVID-19 pandemic such
as remote work and work from home
initiatives.

The Bank instituted a number of changes
to its risk management function in 2022,
primarily in response to the state of

Sri Lankan economy and the financial
sector:

Looking to the future, Bank of Ceylon
expects to strengthen baseline security
alongside stringent Information Security
Risk Management to manage continued
technology enhancement and updates to
banking systems and processes.

Further, plans are underway to continue
progressing the Bank’s Environmental and
Social Management System ensuring it

is in line with international best practices,
related legal provisions of the country,
and the Central Bank of Sri Lanka

(CBSL) Sustainable Finance Initiative.
Major milestones in this regard involve

introduction of counterparty Environmental
and Social (E&S) risk assessments and
rollout of awareness and training of staff
related to the Bank's ESMS.

The Bank retains the focus on
strengthening risk management
processes for Information Security and
Information Technology (IT) Risk, and is
in the process of obtaining ISO 27001
for Information Technology Service
Management.

The Bank’s risk management function
will be further strengthened to ensure
alignment with the direction of

Sri Lanka's economy and the financial
sector.

Risk Culture

Bank of Ceylon fosters an enterprise-
wide risk culture with the primary goal

of supporting the Bank’s business units
and functions, which serve as a First Line
of Defence, to better identify, discuss,
escalate, and mitigate emerging risks.

Strong emphasis on organisational and
market intelligence go hand-in-hand with
internal controls, the Bank Code of Ethics
and comprehensive policy framework.
Continuous training programmes in the
subject areas including strong credit
culture, E&S risk management, information
security, market and operational risk
management conducted in order to
strengthen bank wide risk management
culture. These serve to reinforce the Bank's
"Three Lines of Defence” model, which in
turn contributes to sustainability of the
Bank and creation of value for stakeholders
in the short, medium, and long-term.

Risk Appetite

The Bank's risk appetite is defined as

the level of risk the Bank is prepared to
assume within its risk capacity to achieve
its strategic objectives. It is articulated

Risk
Management

quantitatively as risk measures and
qualitatively in terms of policies and
controls. In addition to defined limits

on risk exposures, the risk appetite
statement includes risk appetite triggers
and defines specific corrective action

to be taken in the event that such limits
are exceeded/triggered. It is reviewed
annually, considering the volatilities in
following factors:

* Capital base

* Macroeconomic changes (New
technology and environmental
changes, GDP, economic sectors,
regulatory/policy changes)

* Country and counterparty risk
* Expected business growth

* Corporate plan

In response to shifts in the above-
mentioned factors during 2022, the
Bank introduced revised limits for
certain sectors.

Stress Testing

Routine stress testing evaluates potential
risk effects on the Bank’s business and
assesses sensitivity of the Bank’s current
and potential risk profile relative to

risk appetite. The Bank's stress testing
framework utilises a combination of
techniques including macroeconomic
and business model stress testing along
with sensitivity and scenario analysis.

Stress testing also contributes to
increased risk awareness across the
Bank’s functions and works to safeguard
business continuity by means of
proactive management. It assists the
Bank in setting up of risk appetite and
tolerance limits, risk identification

and control, complements other risk
management tools, development of
contingency plans, improves capital and
liquidity planning and facilitates strategic
business decision-making.
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Risk
Management

The stress testing policy framework
covers all the material risks such as
credit, market, operational, concentration,
liquidity, foreign exchange and interest
rate under three different stress levels;
Mild, Moderate and Severe. Resulting
impact on the profitability, liquidity and
capital is evaluated and reported to

the top management and IRMC on a
quarterly basis and more frequently as
and when required for effective decision
making. The stress testing also provides
a broader view to supervisors and
regulators on the resilience of the Bank in
plausible stress scenarios.

Considering the current operating
environment and prevailing market
conditions in 2022, the Bank improved
stress testing by increasing frequency of
analysis and including a range of differing
scenarios, giving special emphasis on
liquidity and interest rate risks. The

Bank proactively and comprehensively
evaluated the impact of possible debt
restructuring (haircut on investment
securities, both domestic and foreign),
impact of interest rate hike to Bank's
NIM and possibility of restrictions on
CBSL repo window (which later became
a reality) amongst the full range of stress
testing scenarios. The resultant impact
of such analysis comfort the Bank's
decision making process, providing the
foresight which enabled revisiting and
revising of pricing mechanism, adequate
impairment provisioning for potential
risk and searching for alternative funding
avenues.

Capital Management and
Internal Capital Adequacy
Assessment Process (ICAAP)

As a state bank, BoC is limited in its
ability to access the equity market

for capital and must rely primarily on
internal profit generation and government
infusions in enhancing capital.

The Bank managed its available capital optimally amidst the restraints in fresh
capital infusion by the Government due to economic exertion in 2022 and was able
to strengthen the capital position by raising LKR 6.49 billion via Basel Ill compliant,

subordinated, Tier Il debentures.

The Bank’s capital position during the year improved by LKR 22 billion to LKR 264 billion

as a result of these initiatives.

Capital adequacy December  December
2022 2021

% %

Tier | 12.41 14.25
Total 15.38 17.77

Aligned with the Pillar Il requirements,
ICAAP enables robust management of
the Bank’s capital structure, through
aligning capital requirements to its risk
profile, thereby ensuring that adequate
capital is maintained to deliver its
strategic agenda. In addition to the
credit, market and operational risks the
Bank's ICAAP takes into consideration
concentration, liquidity, interest rate
risk in the banking book, reputational,
compliance, strategic and information
security risks. The Internal Capital
Adequacy Assessment Process and
Recovery Plan (ICAAP and RCP) Steering
Committee which is headed by the
General Manager is responsible for
assessing and managing these
material risks.

Stress testing is an important element
of Pillar Il (Supervisory Review) and
showcases the sensitivity of the Bank's
risk profile to a range of variables. The
Board of Directors is responsible for
ensuring that stress testing is conducted
regularly and effectively in line with the
Board-approved Stress Testing Policy
supported by reviews of the ICAAP
Steering Committee.

Recovery Plan (RCP)

The Recovery plan sets out the
framework for Bank's governance,
identification of credible options to
survive a range of severe but plausible
stress scenarios, triggers and sets
out the plan for liquidity and capital
management arrangements while
improving the risk profile and ensuring
the business continuity.

The Bank’s RCP is integrated with the Bank’s
* Strategic, Risk management and
business decision making processes

* Capital and funding planning, stress
testing approaches and business
continuity planning

* Capital and Liquidity assessments

* Risk data aggregation and risk
reporting
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Under RCP, triggers and early warning
indicators are set based on the capital,
liquidity, profitability, asset quality and
Market & macroeconomic indicators.

A range of recovery options are
predetermined to deal with shocks to
capital, liquidity and all other aspects
that could arise from institution specific
stresses, market wide stresses or a
combination of both. The Bank submitted
its first Recovery Plan prepared
according to the regulator’s directions
with full range of credible recovery
options in year 2022.

Continuous monitoring of the
predetermined set of alerts and early
warning indicators specify the requirement
for reporting to higher management for
precautionary actions before triggering an
event. In the event of a trigger, the ICAAP
and RCP Steering Committee of the Bank
headed by the General Manager shall
immediately activate the recovery options.
Activation of predetermined recovery
options will restore the financial position
and market confidence in bank's resilience
following an adverse shock which will
ensure interest of all the stakeholders

are safeguarded.

Risk Reporting

All risk exposures are reported to

the relevant management level
committees and escalated to the Board
subcommittees as appropriate.

A comprehensive risk report, comprising
risk dashboards and performance against
risk appetite indicators is provided to
the IRMC on a monthly basis, and as
and when required. Given the continued
challenging operating environment in
2022, risk reporting to the Board was
strengthened, with special focus on the

credit, liquidity, interest rate risk and
information security related risks.

Credit Risk

1

Continuous credit support to the
customers

Support provided for SMEs and
corporate customers to continue their
businesses by granting moratoria,
restructure and rescheduling of credit
facilities, and extending additional credit
facilities where appropriate.

2

Business revival and rehabilitation

Expanded the Bank’s Business Revival
and Rehabilitation Units across the
island, to support survival of businesses

that were highly affected by the
protracted economic crisis. The Bank
took this decision and stance to focus
on revival of businesses over standard
recovery initiatives; as a measure that
would benefit the nation and economy in
the long-run.

3

Providing moratoria

Debt moratoria extended above and
beyond the regulator's recommendation;
providing relief for businesses and
individuals who were affected by import
restrictions, economic crisis, and
political instability up to the end of 2022.

Risk
Management

In addition to the above, tightened
scrutiny from the regulator in 2022
required more frequent reporting in
a dynamic and rapidly changing risk
landscape.

Risk Performance 2022
Credit Risk

The Bank's credit risk management
framework is governed in line with the
"Three Lines of Defence Model", with
credit originating mainly from the client-
facing primary business lines. A robust
framework enables the Bank to identify,
manage, mitigate and report credit
risks in a consistent manner across the
organisation and in line with the Bank's
risk appetite.

4

Timely review of policies
Comprehensive review of policies
carried out in order to incorporate new
developments in the business and
regulatory environment.

5

Maintaining credit quality under new
normal

Analysis carried out for highly affected/
vulnerable sectors (risk elevated
industries) in order to maintain credit
quality during the crisis and adapt to the
new-normal situation.

6

ESMS implementation

Initiatives undertaken to operationalise
assessment of environmental and social
risk in lending activities.

7

Strengthening credit quality assurance
Post sanctioning reviews carried out
through the Credit Quality Assurance Unit
by expanding the scope.
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Risk
Management

A brief overview of the governance structures, policy framework, and methodologies used in driving credit risk management is set out below:

Holds apex responsibility in ensuring the Bank’s credit risk exposures are maintained within the defined risk appetite

[ Board of Directors J

- Integrated Risk Management Committee (IRMC) ~

-

Supports the Board in its oversight of risk management and related duties. Responsible for implementing Bank'’s
credit risk management framework and monitoring performance on consistent basis

&

J
Credit Committee ~ Credit Risk Management Unit
* Formulating, reviewing, and implementing credit risk appetite Provides independent review of the First Line of Defence. Manages
limits and oversees Bank-wide credit Risk Management )
® Approving/recommending credit proposals within authorised limits - - -
® Ensuring regulatory compliance in the Bank’s risk policies and Credit Quality Assurance Unit
guidelines Carries out periodic post-sanctioning review of large credit exposures
® Recommending credit related policies
® Monitoring risk concentrations m
Identifies and manages the Bank’s exposure to the environmental and
) social risks of its lending portfolio

[ Credit risk management framework ]

The Bank's comprehensive Credit Risk Management Policy mandates the following pre-credit sanctioning and post-credit monitoring mechanisms

Pre-credit sanctioning

r Post-credit monitoring

~

¢ Structured credit appraisal mechanisms and defined credit criteria ® Ongoing and robust credit review

® Multiple levels of approval authority and independent review by CRO ® Portfolio evaluation

® Limits for credit risk categories such as default, concentration ® Proactive engagement with customers in identifying requirements

and counterparty and stresses

® Retail scorecards and borrower rating models ® Stress testing and scenario analyses

® Risk based pricing ® Monitoring watch list exposures

® Early warning signals ® Ensuring loan review mechanism by Credit Quality Assurance Unit

® Regulatory limits
- J J
Credit Risk Performance in 2022

Geographical Concentration Collateral Concentration

o H-0.3% 3.2%
A p LT 10.1% 3.2%
11.9% E-1.0% \\ || A32%

3.2%
3.1%
3.9%

gr .

B-5.1%

C-3.9%
33.8%

58.0%
3.6%
1.8% D-41.4%
16.7% Dz

® \Western Province ® North Western Province Western Province Cash ® Property

Southern Province ® Sabaragamuwa Province A — Western Province North ® Gold ® Others
® Central Province Uva Province B — Western Province South ® GoSL securities/ @ Unsecured

Northern Province @ Offshore Banking C — Western Province Central guarantees
® Eastern Province ® Overseas Branches D — Corporate E - Metro Movables
® North Central Province F - Pettah G — Head Office

H - Card Centre

| — Islamic Banking
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Rating Grade Wise Distribution

13%

Sector Concentration

7.2%
1.6%

19.6%
/ 5.8%
0.6%
3.7%
6

21.6%
.3%

5.1%

28.5%

® AAAto BB B and below

Cross Border Exposure
of the Bank

5.4%
A-0.5%
B-0.7%
F-1.1% '
C-0.2%
D-0.1%

E-2.8%

Agriculture and fisheries

@ Banks, financial, insurance and business services
Hotels travels and services

® Housing, construction and infrastructure

® Manufacturing

® Commercial trade

@ Sovereign and direct government
Transportation and logistics services
Other commercial services

® Consumption and other

Product Wise Concentration

4.3% 4.3%
0.8%

0

19.6% 1.1%
3.8%
7.9%

4.0%

® Other assets @ Cross border assets

A - India B - USA
C - Other countries D - Seychelles
E — Maldives F - UK

0.3%
2.5% 3.1%
0.3%
0:3%

6.5%

16.5%
24.7%
Trade finance ® Term loans
® Ran Surakum ® BoC personal loans

Leasing ® Pledge loans

® Staff loans Money market loans

® Loans under schemes @ Loans others

® Overdrafts ® Government FCBU
Credit cards ® Loansto CPC
Housing loans

® Foreign currency
loans others

Risk
Management

Environmental and
Social Management
System (ESMS)

The failure to identify and manage

E&S risks arising from its customers’
operations can represent a serious threat
to the bank’s reputation and its business
and can lead to costly litigation, or loss of
revenue. The Bank issued comprehensive
Environmental and Social Management
System guidelines in compliance with

its Integrated Environmental and Social
Management System Policy, which
explains the procedures for identifying,
assessing and managing environmental
and social risks of financial transactions.
The Bank recognises that its customers’
financial and operational sustainability
can be challenged by adverse impacts

of their operations on the environment,
their employees and surrounding
communities. While supporting
proliferation of products to promote
sustainable green financing and financial
inclusion, Bank’'s ESMS entwined with
ESG considerations, ensures that banks’
lending activities and operations are
environmentally and socially responsible
and compatible with the applicable
regulatory environmental and social
standards, country regulations as well as
internationally recognised best practices.
The Bank has strengthened its human
resource by conducting island-wide
training programs on ESG.

The Bank supports the implementation
of road map for Sustainable Finance in
Sri Lanka by identifying and evaluating
the associated climate related risks
and green financing activities in lending
portfolio of the Bank, with the focus of
promoting sustainable and environmental
friendly infrastructure to our customers
by identifying opportunities through
Environmental and Social Due Diligence
(ESDD) procedures that contribute to
more greener and sustainable economy
in Sri Lanka.

BANK OF CEYLON | ANNUAL REPORT 2022 1 49

COMPLIANCE FINANCIAL ACCOUNTABILITY MANAGEMENT DISCUSSION OUR BANK LEADERSHIP OVERVIEW
ANNEXES REPORTS AND ANALYSIS INSIGHTS

SUPPLEMENTARY
INFORMATION



LEADERSHIP
AND ANALYSIS OUR BANK INSIGHTS OVERVIEW

MANAGEMENT DISCUSSION

ACCOUNTABILITY

Risk
Management

Market Risk

Market risk is the adverse variation around expectation and arises due to negative
movement in variables such as interest rates, exchange rates, share prices and

commodity prices. Market risk arises through the Banking Book and the Trading Book
and comprises the following:

Interest Rate Risk
(IRR) - arising from
the Bank’s trading and
non-trading books

IRR is significant, given
the Bank’s material
exposure to interest rate
sensitive assets and
liabilities.

BoC manages IRR through
a clearly defined set of
tools and indicators.

Maturity mismatches,
interest rate gaps

and Price Value per
Basis Point (PVBP)

are monitored on a
consistent basis, while
implications of changes
in macroeconomic
conditions are assessed
through regular stress
testing.

Foreign exchange
risk — stemming from
foreign currency
denoted transactions

Equity risk — losses
from volatilities in
equity prices

Forex transactions are
governed by stringent
internal policies, including
approval mechanisms,
external regulatory
guidelines and limits

set by the Bank and the
regulator.

Internally, a comprehensive
limit structure, comprising
Value at Risk (VaR) limits
and volume limits for open
positions of both individual
and aggregate currency
exposures, is used to
manage vulnerabilities.

The Bank also conducts
stress testing on plausible
Forex risk scenarios.

A dedicated Investment
Committee is in place to
ensure that the Bank’s
investment decisions are
in line with the Board's
expectations on risk-
return dynamics.

The Market Risk Division
ensures the limit structure
is in place for proper
management of the equity
portfolio.

The equity risk
management function
is complemented by a
comprehensive stress
testing analysis.

Market Risk

1

Limits review

Revision of limits assigned to
counterparties to manage current
local and foreign risk environments.

2

Improved reporting

Improved information provided to
management more frequently regarding
current and future risk factors arising
due to systemic and idiosyncratic risk

factors.

3

Assessment of potential risks

Carried out stress testing on plausible
assessment of potential risk scenarios
(e.g. Haircut of ISBs) to evaluate the

impact on capital adequacy.

4

Review of policies

Review of policies in line with recent
developments and market conditions.

FINANCIAL
REPORTS

ANNEXES
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SUPPLEMENTARY
INFORMATION

[ Board of Directors ]

Holds apex responsibility in ensuring the Bank’s risk exposures are proactively monitored and maintained within the defined risk appetite.

Supports the Board in its oversight of risk management and related duties.

[ Integrated Risk Management Committee (IRMC) ]

Asset and Liability Management Committee (ALCO) Treasury Middle Office/Market Risk Management Unit

The middle office at IIRMD independently reviews the treasury
operations.

® Analysing market risk associated with financial markets and
recommending mitigation actions

® Recommending and approving market risk limits within delegated
authority

® Overseeing various enterprise-wide market risk exposures
®* Recommending the appropriate pricing structure

The middle office functions of treasury operations are governed
primarily through Market Risk Management Policies and Limit
Management Framework.
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Market Risk Management Framework

Market risk management framework

Risk
Management

The Bank’s market risk management framework recognises the importance of robust risk management practices and is based on clearly defined
governance structure, strategies, risk mitigating tools and procedures to identify, quantify, measure and manage market risk.

Market risk policies

The Market Risk Policy Framework
comprises the following:

® Market Risk Management Policy
® Limit Management Framework
® Foreign Exchange Risk Management Policy

* Middle Office Operations Manual Policies
are reviewed and updated regularly by the
Board in view of changing dynamics in
the operating landscape.

J

— T —

Risk limits are set for treasury and investment
related activities including foreign currency
open position limits, counterparty limits, stop
loss limits and dealer limits.

The Board holds ultimate responsibility for
this exercise and is supported by the ALCO.

Limits are regularly reviewed and updated
by the IIRMD (with input from the ALCO) in
line with market developments.

p Key elements of the Bank's market risk management function w

Market risk is monitored through a range
of indicators including interest margins,
foreign currency exposures, equity
exposures, and funding requirements.

The monitoring mechanism is supported
by tools such as value at risk, price value
per basis point, duration, gap analysis,
stress testing, sensitivity analysis, limits,
and net open positions.

Market Risk Performance in 2022

Sensitivity Analysis of Assets and Liabilities — December 2022

Over 5 years

4 - 5 years

3 - 4 years

2 — 3years

1 — 2 years

6 — 12 months

3 - 6 months

1 - 3 months

Upto 1 month

-8% 0

T T T T
8% 16% 24% 32%

® GAP Rate sensitive liabilities

PVBP T Bond

LKR
2,000,000

® Rate sensitive assets

1,600,000

1,200,000

800,000

Jan. Feb. Mar. Apr. May
22 22 22 22 22

400,000

Jun. Jul. Aug. Sep. Oct. Nov. Dec.
22 22 22 22 22 22 22

® Thond w== PVBP T bond limit
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Risk
Management

Maturity Analysis of Assets and Liabilities — December 2022

Over 5 Years

3-5 Years

1-3 Years

9-12 Months -

6-9 Months -

3-6 Months

2-3 Months

0-1 Month

-8%

® Qutflow Inflow @ Gap

Liquidity Risk
Liquidity risk involves potential losses to
earnings and/or capital due to inability to

meet the Bank’s financial obligations as
and when they are due.

The Bank's liquidity risk management
framework is based on strategy,
governance, processes, systems and

data, methodology and reporting.
It ensures Bank's resiliency in facing
unexpected liquidity crisis situations.

The ALCO holds responsibility for
managing liquidity risks and consistently
monitors the Bank's liquidity position

to ensure compliance with regulatory
requirements and internal targets.

Liquidity Risk

1

New liquidity risk management
committee

Establishing an Internal Management
Committee to monitor the Bank’s
daily liquidity position and a new FCY
outflow committee.

2

Robust reporting mechanism

Reporting up-to-date liquidity
position continuously on a frequent
basis to requisite committees

3

Initiatives to manage liquidity

Recommendation of new money
market product for Repo, deposit
mobilisation target, and strengthening
the contingency funding plan of

the Bank

Board of Directors

Holds ultimate responsibility for managing the Bank’s liquidity risks within the defined parameters set out in the risk appetite.

Integrated Risk Management Committee (IRMC)

Supports the Board in its oversight of liquidity risk management and related duties.

® Formulating a contingency liquidity plan

Asset and Liability Management Committee (ALCO)

® Exploring avenues of bridging liquidity shortfalls and alternative funding arrangements

® Recommending relevant risk appetite limits

® Evaluating quarterly stress testing and making recommendations

{‘ Consistent monitoring of the liquidity profile to ensure compliance to regulatory requirements and internal targets

| N

Liquidity policies

Policies such as Liquidity Risk
Management and Asset and Liability
Management provide guidance on

mechanisms, tools, and stress testing
methodologies that are to be adopted in
managing liquidity risk exposures.

Liquidity risk management framework

Liquidity measurement

Flow approach: Assessment of projected/
actual inflows and outflows in time buckets.

Fund approach:

Measures liquidity position through liquid
assets ratio, liquidity coverage ratio, net stable
funding ratio and credit to deposit ratio etc.

Contingency Funding Plan

The plan defines specific triggers and
action plans with responsibilities to ensure

business continuity in the event of liquidity
stress.
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Risk
Management

Key Liquidity Indicators in 2022 Operational Risk

Managing operational risk is an
organisation-wide discipline and is
implemented using tools embedded in
the Bank’s Operational Risk Management
Framework. The framework supports

the identification, measurement,
management, monitoring and reporting
of material operational risks.

Funding Composition

6%

OVERVIEW

LEADERSHIP
INSIGHTS

® Deposits Borrowings @ Capital and reserves

Unencumbered Securities

LKR million
800,000

640,000

480,000

320,000
160,000
0

Jan. Feb. Mar. Apr. Ma

y

Jul. Aug. Sep. Oct.

2021 @ 2022

LCR ()

122.77%
2021 — 111.45%

LAR ©

21.22%
2021 ~ 24.97%

NSFR

139.00%
2021 - 124.31%

CD Ratio

77.58%
2021 — 89.88%

Operational Risk

1

Strengthening internal controls

Focusing on arresting possible internal
frauds Bank carried out awareness
programmes to all levels of staff
especially to Managers and Internal
Control Officers.

2

Risk Control Self-Assessment (RCSA)

Chosen critical units were subject

to the RCSA process which enabled
improving process controls which
mitigated the inherent risks that would
be imbedded in the processes without
the attention of the process owner.

3

Reviewing policies

To incorporate new regulations and
changes in operations.

4

Providing risk perspective

All new products/processes are routed
through the Risk Management Division
which provides feedback on risk
aspects as well as its appropriateness
and sustainability which has enabled
the Bank to take sound decisions on its
new developments.

5

Revamping bank-wide circulars

As a Bank with over eight decades
history it was identified that our operating
procedures need to be cleansed. A
special task was undertaken by the BPRP
unit with the feedback and analysis from
risk and other stakeholders.

BANK OF CEYLON | ANNUAL REPORT 2022 1 53

COMPLIANCE FINANCIAL ACCOUNTABILITY MANAGEMENT DISCUSSION OUR BANK
ANNEXES REPORTS AND ANALYSIS

SUPPLEMENTARY
INFORMATION



COMPLIANCE FINANCIAL MANAGEMENT DISCUSSION LEADERSHIP
ANNEXES REPORTS ACCOUNTABILITY AND ANALYSIS OUR BANK INSIGHTS OVERVIEW

SUPPLEMENTARY
INFORMATION

Risk
Management

)

Board of Directors

Holds apex responsibility in ensuring that the Bank’s operational risks are managed in line with the parameters defined in the risk appetite.

-/

Integrated Risk Management Committee (IRMC)

Supports the Board through oversight on risk management related duties.
Responsible for implementing the Bank’s operational risk management framework and monitoring performance on a consistent basis.

Operational Risk Management Executive
Committee (ORMEC)

Fraud Risk Management Committee
(FRMC)

Operational Risk Management Unit

Policy framework

Key policies include:

® Operational Risk Management Policy

® Fraud Risk Management Policy

® Information Security Risk Management Policy

These clearly set out guidelines on
responsibilities, tools, and procedures in the
identification, assessment, mitigation and
monitoring of operational risks.

- J

Tools and mechanisms
Risk identification and measurement

Risk and Control Self-Assessments (RCSAs)
enable identification of potential pain points
and are carried out for critical business units.

Key risk indicators, internal loss data and
root cause analysis are also used to evaluate
exposure to operational risks.

&

-

l —J |

Reporting and monitoring

The IRMC and the Board are regularly updated
on operational risk events/losses and control
failures.

The Bank also maintains a database of
operational losses allowing identification of
trends and root causes. As an organisation-
wide risk exposure, the Bank strives

to nurture a risk conscious culture by
encouraging employee to share knowledge.

1. Robust internal control structure

2. Business Continuity Plans for all critical
business units and support functions

Mitigation
3. State-of-the-art disaster recovery centre

4. Comprehensive insurance cover

5. Ongoing process evaluation for
improvements

Key Operational Risk Indicators in 2022

Loss Data Analysis for
Year 2022

0.8%
1.0% 0.1%

89.8%

® Execution, Delivery and Process Management
Internal Fraud

@ Clients, Product and Business Practices

® External Fraud

® Business Disruption and System Failures

Risk Appetite vs Actual Losses
and Provisions — 2022

LKR million

1,200

1,000

800

600

400

200

== Risk Appetite
== Actual Losses and Provisions
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Information Security and Technology Risk

Information Security and Technology Risk involves risk of loss or theft of information,
data and money, or potential service disruption stemming from adoption of IT within

the Bank.

Information Security and Technology Risk

1

Alignment of technology risk posture

Commencing alignment of technology
risk posture of the Bank in compliance
with the regulatory framework on
technology risk and resilience.

2

IT Governance and
Cybersecurity initiatives

Initiating process to implement COBIT, IT

Governance framework

Initiating the process to obtain
insurance cover for cybersecurity.

Introducing leading industry-accepted
information security guidelines for
inhouse developments.

3

Awareness building

Conducting information security
awareness sessions, including practical
sessions on social engineering attacks.

Highlighting emerging and current
information on IT risks to the
management to facilitate informed
decision-making

Human Resource Risk

People-related risk aspects remained

a factor in 2022 as pandemic-induced
challenges were exacerbated by
sociopolitical upheaval during the year.
Risks with regard to physical and mental
well-being, risk of employee isolation,
and challenges in supporting work-

life balance of employees continued

to be considered by the Bank’s people
management strategy during the year.

Challenging economic and sociopolitical
conditions during 2022 led to emergence
of new risks including employee turnover
for the Bank. Increased employee

4
SOC and NOC

Ensuring 24x7 operation of the Security
Operation Centre (SOC) and establishing
a Network Operation Centre (NOC) to
provide on-time response to alerts
generated by the SOC.

5

Risk assessment

Completing comprehensive SWIFT
scenario-based risk assessment in order
to better understand risks faced by the
Bank with regard to SWIFT operations.

6

Technology risk mitigation

Scrutinising new system requirements,
new developments, and changes to
existing systems in order to mitigate
technology risk (included piloting

of measures for data privacy and
classification, loss-prevention, etc.)

turnover coupled with natural attrition
and constraints on hiring adversely
impacted the Bank’s talent pool.

The Bank’s people management strategy
involves the following:

* Ensuring comprehensive safety
measures for all employees.

* Ongoing virtual engagement and
development initiatives.

* Facilitating work from home and
remote working arrangements.
* Continuous assessment and

realignment of staff roles to meet
operational needs.

Risk

Management

* Selective sourcing of new recruits
including professionals for critical
operations.

* Exit interview to formulate strategies
to arrest any flaws in the Bank.

Regulatory and
Compliance Risk

Frequent changes in regulatory
guidelines have increased the risk

of non-compliance stemming from
varied interpretation and manner of
implementation. This is mitigated
through close and proactive engagement
with regulators, and operations of a
dedicated Compliance Unit monitoring
all compliance with guidelines and
regulations.

Climate-related Risk

Climate-related risks including natural
disasters and failure to implement long-
term climate adaptations and solutions,
are among some of the key risks faced by
the Bank’s customers. In cognisance of
this, BoC works to strengthen its climate
risk management framework, and took
steps during the year in alignment with its
commitment to continual improvement of
identification and mitigation measures for
climate-related risks.

Measures adopted by the Bank in this
regard, include:

* Continuous scale-up of adoption of
the Bank’s Environment and Social
Management System (ESMS). Refer
page 149 above, and page 103 in the
Community and environment section
for more information.

* Increased focus on renewable energy
both from a lending perspective and
internal operations

* Raising employee awareness on ESMS
management within the Bank.

* Steps taken to establish a foundation
for compliance with the Task force on
Climate-related Financial Disclosures
(TCFD).
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Risk
Management

Legal Risk

Legal risk entails potential losses to
earnings and reputational damage arising
from non-compliance with regulatory/
statutory provisions, uncertainty due

to legal actions, or uncertainty in the
applicability or interpretation of relevant
laws or regulation applicable to the Bank.

* Ahighly-skilled and experienced legal
function ensures that all exposures are
mitigated through ongoing review of legally
binding agreements. This is supported by
the Bank's compliance function.

* Ensuring all policies, procedures and
guidelines are robust and relevant given
changing regulatory requirements and
stakeholder considerations.

There were no material losses suffered
by the Bank due to legal risk.

Reputational Risk

Reputational risk arises from the loss of
confidence and negative perception of the
Bank which can adversely impact earnings,
assets, capital position and/or brand value.

During the year, reputational risk was
mitigated through:

* BoC playing a leading role in supporting
the Nation's macroeconomic stability
and economic revival through lending
to critical sectors of the economy,
rehabilitating/reviving customers where
possible, and stimulation of inward-
remittance contributing to forex inflows.

* Efforts taken to ensure business
continuity and customer service
despite challenging conditions.

* The Bank’s efforts to promote financial
inclusion throughout the island.

* The Bank continues to be ranked as
one of Sri Lanka's leading brands and
the No.1 brand in the banking sector.

* The Bank extended support to key
institutions that enabled uninterrupted
access to essentials via the import of
fuel, medicine, vaccinations, and more.

Strategic Risk

Potential losses arising from the possible
flaws in the Bank’s future business plans
and the possibilities of strategies being
inadequate.

The Bank'’s strategic risks are mitigated
through:

* Strategic direction of the Bank given
by its vision and mission, articulated
in BoC's corporate plan with specific
measurable time-bound targets.

* Existence of a robust mechanism
for formulating strategy, including
inputs by the Corporate Management
and Executive Management team,
assessment of the operating
landscape, consideration of

1

Ensure achievement of corporate
objectives and improve stakeholder
value

2

Optimal use and augmentation of capital

3

Focus on revival and rehabilitation of
businesses

4

Ensure prudent management of liquidity

5

Managing and improving NIM

6

Improve products and processes to
minimise operational losses

7

Strengthening the environmental and
social governance

stakeholder needs, and finally
deliberations by the Board of Directors

* Continued monitoring of performance
against defined targets.

* Use of comprehensive scorecards to
measure strategic risk exposures.

Considering the dynamic nature of
the risk landscape and the stressed
operating environment going into
2023, the Bank has plans in place and

measures underway to ensure stability
in the coming year while maintaining
the Bank's No 1 position.

8

Adopting international best practices

9

Manage and mitigate reputational risk
in order to maintain brand value under
highly volatile economic conditions

10

Manage and mitigate compliance
risk through a compliant business
framework

11

Effective concentration risk
management through portfolio
management
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Annual Report of the Directors on the
State of Affairs of Bank of Ceylon

1. General

The Board of Directors of Bank of
Ceylon takes pleasure in presenting
their Report on the affairs of the Bank
together with the Audited Consolidated
Financial Statements for the year ended
31 December 2022 of the Bank and

the Group and the Auditor General's
Report on those Financial Statements,
conforming to the requirements of the
Bank of Ceylon Ordinance No. 53 of
1938 and Banking Act No. 30 of 1988
and amendments thereto. The Report
also includes certain disclosures laid
down by the Colombo Stock Exchange
Listing Rules and certain disclosures
required to be made under the Banking
Act Direction No. 11 of 2007 on Corporate
Governance for licensed commercial
banks issued by the Central Bank of

Sri Lanka and subsequent amendments
thereto. The Directors reviewed and
approved the Financial Statements on
24 February 2023.

Bank of Ceylon is a licensed commercial
bank under the Banking Act No. 30 of
1988 and amendments thereto and was
duly incorporated on 1 August 1939
under Bank of Ceylon Ordinance No. 53
of 1938. The Bank is wholly owned by the
Government of Sri Lanka. The unsecured
subordinated redeemable debentures
issued by the Bank are listed on the
Colombo Stock Exchange.

2. Review of the business
2.1 Principal activities of the Bank

The principal activities of the Bank during
the year were personal banking, corporate
banking, development banking, off-shore
banking, trade financing, lease financing,
primary dealing, investment banking and
treasury operations, correspondence
banking and money remittances, islamic
banking, bancassurance, pawning, credit
card facilities, foreign currency operations
and other financial services.

2.2 Subsidiaries and associates

The principal activities of subsidiaries and
associates are given under Notes to the
Financial Statements on page 184. There
were no significant changes in the nature
of the principal activities of the Bank and
the Group during the year under review,
other than changes mentioned under
accounting policies.

2.3 Changes to the Group structure

During the year, Property Development PLC
(Currently known as Property Development
Limited), which is a subsidiary of Bank

of Ceylon has been delisted from the
official list of the CSE with effect from

27 October 2022. A total of 1,573,272
shares have been re-purchased by the
Property Development PLC for a total
consideration of LKR 287.9 million under
the de-listing process. As at 31 December
2022, the issued and fully paid number of
ordinary shares stood at 64,426,728.

In line with the de-listing, the shareholding
of BoC adjusted to 97.89% from 95.55%.
In the Consolidated Financial Statements
necessary adjustments were made to
record this shareholding change.

Notes to the Financial Statements

No. 31 and 32 on pages from 253 to 261
of this Annual Report give details about
the Group.

2.4 Vision, Mission and Corporate
Conduct

The Bank’s Vision, Mission and Value
Statement are given in the second inner
back cover of this Annual Report. The
Bank maintains high ethical standards

in its activities whilst pursuing the
objectives stated under “Vision”, “Mission”
and “Value Statements”.

2.5 Review of the year’s performance

The Chairman’'s Message on pages 14
to 16 deals with the year’s performance
of the Bank/Group and on the Sri Lankan
economy. The General Manager's Review

on pages 18 to 21 provides a detailed
description of the operations of the

Bank during the year under review. The
section titled “Financial Review” on pages
60 to 64 provides a detailed analysis of
business operations of the Bank. These
reports that provide a fair review of the
Bank’s affairs form an integral part of the
Annual Report.

2.6 Branch expansion

Enhancing the digital adoption, the Bank
expanded its network by 75 CRMs during
the year across the island, bringing

out the total direct customer contact
points to 2,166. This number does not
include peer banks’ ATMs through which
customers of Bank of Ceylon can
transact and School “Sansada”and Mobile
saving units.

Due to the economic downturn prevailed
in the country, capital expenditure of the
Bank was closely monitored in line with
the guidelines issued by the Ministry

of Finance and the Central Bank of

Sri Lanka. During the year 2022, one
branch has been added to the brick and
mortar network of the Bank.

2.7 Corporate donations

The Bank has donated LKR 60.1 million
on Corporate Social Responsibility (CSR)
activities carried out during the year 2022
(2021 = LKR 79.5 million).

2.8 Directors’ responsibility for
financial reporting

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

1988 and its amendments, Bank of
Ceylon Ordinance No. 53 of 1938 and its
amendments and the Listing Rules of the
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Colombo Stock Exchange. In the case of
subsidiaries, the Financial Statements
are also prepared in accordance with the
provisions of the Companies Act No. 07
of 2007. The Statement of “Directors’
Responsibility for Financial Reporting” is
given on page 168 of this Annual Report
and forms an integral part of this Report
of the Directors.

2.9 Auditor’s report

The Auditor General is the Auditor of

Bank of Ceylon in terms of the provisions
of Article 154 of the Constitution of the
Democratic Socialist Republic of Sri Lanka.

Report of the Auditor General on the
Financial Statements of the Bank and

the Consolidated Financial Statements of
the Bank and its subsidiaries as at

31 December 2022 is given on pages 169
to 173 of this Annual Report.

2.10 Accounting policies

The Group and the Bank prepared their
Financial Statements in accordance with
Sri Lanka Accounting Standards (LKASs)
and Sri Lanka Financial Reporting
Standards (SLFRSSs).

The accounting policies adopted in the
preparation of Financial Statements are
given on pages 184 to 199.

3. Planned developments

An overview of the developments planned
by the Bank for the future is presented

in the incoming Chairman’s and General
Manager's outlook on pages 22 to 25 of
this Annual Report.

4. Total income

The total income of the Group for the
year 2022 was LKR 520,891.2 million

Details of the profit relating to the Bank and the Group are given in the table below:

as against LKR 297,620.8 million in the
previous year. The Bank’s total income
accounted for 99% (2021 — 98%) of the
total income of the Group. The main
income of the Group is interest income,
which comprises 89% (2021 — 90%) of
the total income.

5. Dividends and reserves

5.1 Profit and appropriations

The Bank has recorded a profit before tax
of LKR 30,976.6 million in 2022 reflecting
a notable decrease of 28%, compared

to LKR 43,189.5 million recorded for the
previous year.

After reversal of LKR 995.8 million (2021 —
tax charge of LKR 5,599.4 million) for
income tax, the Bank has recorded

Profit After Tax (PAT) for the year 2022
amounting to LKR 31,972.4 million,

which is a 15% decrease compared to
LKR 37,590.1 million PAT reported in 2021.

Bank Group

For the year ended 31 December 2022 2021 2022 2021

LKR million LKR million LKR million LKR million
Profit for the year after payment of all expenses, providing for depreciation,
amortisation, impairment on loans and other losses, contingencies and
before taxes 42,289.9 52,216.7 42,372.2 53,843.1
Taxes on financial services (11,313.3) (9,027.2) (11,442.5) (9,339.7)
Share of profits/(losses) of associate companies net of tax = = 122.8 133.7
Profit before income tax 30,976.6 43,189.5 31,052.5 44,637.1
Income tax expense 995.8 (5,599.4) 796.5 (5,953.7)
Profit for the year 31,972.4 37,590.1 31,849.0 38,683.4
Other comprehensive income for the year, net of tax 27,806.9 8,356.8 32,230.3 9,566.6
Total comprehensive income for the year 59,779.3 45,946.9 64,079.3 48,250.0
Appropriations
Transfers to permanent reserve fund (640.0) (752.0) (640.0) (752.0)
Dividends (346.4) (1,846.4) (346.4) (1,846.4)

After reversal LKR 796.5 million of income tax (2021 - tax charge of LKR 5,953.7 million), the profit after tax for the year of the Group
is LKR 31,849.0 million in 2022 (2021 — LKR 38,683.4 million).
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5.2 Dividends

The Bank pays dividends to its sole shareholder; the Government of Sri Lanka, as per
the Dividend Policy of the Bank in consultation with the Government, prudently based
on profits after deduction of tax, loan loss provision and any such portion for reserves.

Accordingly, a sum of LKR 346.4 million has been paid out by the Bank as dividends for
the year 2022 (2021 - LKR 1,846.4 million).

5.3 Reserves

The total reserves of the Group stood at LKR 245,743.6 million as at 31 December 2022

(2021 - LKR 188,807.3 million). The Group reserves consist of the following:

Group

As at 31 December 2022 2021

LKR million LKR million
Permanent reserve fund 15131.0 14,491.0
Cash flow hedge reserve 25,620.6 3,239.3
Revaluation reserve 27,558.1 26,302.6
Free reserve 366.7 366.7
Exchange translation reserve 14,304.4 4,461.2
FVOCI reserve 2,584.4 1,483.4
Statutory reserve 358.9 358.9
Retained earnings 159,819.5 138,104.2
Total 245,743.6 188,807.3

6. Property, plant and equipment

The total capital expenditure incurred

by the Group on the addition of property,
plant and equipment and intangible
assets during the year amounted to

LKR 4,195.2 million (2021 - LKR 2,371.9
million) the details of which are given in
Notes 34 and 36 of Financial Statements
on pages 263 to 283 and 285 to 288 of
this Annual Report.

7. Value of freehold properties

The value of freehold properties owned
by the Group as at 31 December 2022
is included in Note 34 of the Financial
Statements at LKR 31,125.9 million
(2021 - LKR 29,560.0 million).

8. Stated capital and shareholding
8.1 Stated capital

The total issued and fully paid-up capital
of the Bank as at 31 December 2022 was
LKR 25,000 million (2021 - LKR 25,000
million). During the year Government
Treasury infused LKR 730.0 million as
capital contribution to the Bank and as at
end 31 December 2022 this amount has
been recorded under capital pending for
the allotment.

8.2 Shareholding

The Government of Sri Lanka is the sole
shareholder of the Bank.

9. Issue of subordinated
debentures/bond

During the year, the Bank successfully
raised LKR 6,490.0 million (2021 —

LKR 5,400.0 million) through the issue
of Basel Il compliant, unlisted, rated,
unsecured, subordinated, debentures to
support Tier 2 capital base.

The details of debentures outstanding
as at the date of Statement of Financial
Position are given in Note 49 of the
Financial Statements on pages 305 to
307.

10. Share information

The basic earnings per share and net
assets value per share of the Group
were LKR 1,279.8 (2027 - LKR 1,539.6)
and LKR 10,858.9 (2021 - LKR 8,552.3)
respectively, for the year under review.

11. Corporate sustainability and
responsibility

The programs carried out under
Corporate Sustainability and
Responsibility (CSR) are detailed on
pages 103 to 113 under the section titled
“Community and Environment”.

12. Directors

Details of Directors who held the office
during the year 2022 and holding the
office as of the sign-off date of this
Annual report is given on pages 27 to 29.
The Directors of the Bank do not hold
any executive positions in the Bank. They
bring wide range of skills and experience
to the Bank. The qualifications and
experience of the Directors are given on
pages 27 to 29 of this Annual report. As
of the Annual Report sign- off date, the
number of Directors holding office is
four (4). During the year 2022, the Board
consisted of the following members;
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12.1 List of Directors

Mr Kanchana Ratwatte

Independent Non-Executive Director/
Chairman (Appointed w.e.f. 02 January
2020, ceased to be a Director w.e.f.

1 January 2023).

Mr R M Priyantha Rathnayake
Non-Executive Ex officio Director
(Appointed w.e.f. 28 April 2020)

Mr G Harsha Wijayawardhana
Independent Non-Executive Director
(Appointed w.e.f. 14 January 2020, ceased
to be a Director w.e.f. 13 January 2023).

Mr A C Manilka Fernando
Independent Non-Executive Director
(Appointed w.e.f. 21 April 2020).

Major General (Rtd.) G A Chandrasiri VSV
Independent Non-Executive Director
(Appointed w.e.f. 8 January 2021).

Mr Jayampathy Molligoda
Independent Non-Executive Director
(Resigned w.e.f. 31 January 2022)

The Directors are classified as
Independent Directors on the basis given
in Banking Act Direction No. 11 of 2007
on Corporate Governance for licensed
commercial banks issued by the Central
Bank of Sri Lanka.

12.2 Board subcommittees

The Board has formed five
subcommittees complying with the
aforesaid Banking Act Direction No. 11 of
2007 and to ensure oversight control over
affairs of the Bank. The subcommittee
composition is given under Board
Subcommittee Reports on pages 130 to
139 of this Annual Report.

12.3 Directors’ meetings

Attendance of Directors at Board and
subcommittee meetings are given on
page 127 of this Annual Report.

12.4 Directors’ interests in contracts

Directors’ interests in contracts with the
Bank, both direct and indirect are given on
pages 163 and 164. These interests have
been declared at meetings of the Board of
Directors. Except for the contracts given
therein, the Directors do not have any direct
or indirect interest in other contracts or
proposed contracts with the Bank.

12.5 Directors’ interests in debentures
issued by the Bank/Group

There were no debentures registered in
the name of any Director.

12.6 Directors’ allowances/fees

The allowances/fees payable to the
Board of Directors are made in terms
of the provisions/contents in the Public
Enterprises Circular No. PED 3/2015
dated 17 June 2015 and PED 01/2020
dated 27 January 2020 issued by the
Department of Public Enterprises

of the Ministry of Finance and Bank

of Ceylon Ordinance No. 53 of 1938
and its amendments. The Directors’
remuneration in respect of the Bank and
the Group for the financial year ended
31 December 2022 are given in Note 17
on page 208.

13. Risk management and system of
internal controls

13.1 Risk management

The Board of Directors assumes overall
responsibility for managing risks. The
specific measures which were taken

by the Bank in mitigating the risks are
detailed on pages 140 to 156 of this
Annual Report.

13.2 Internal control

The Board of Directors has ensured
the implementation of an effective
and comprehensive system of internal
controls in the Bank through the Audit
Committee.

The Audit Committee helps the Board

of Directors to discharge their fiduciary
responsibilities. The Report of the
Chairman of the Audit Committee is
contained on pages 130 to 131 of this
Annual Report. The Directors are satisfied
with the effectiveness of the system of
internal controls during the year under
review and up to the date of the Annual
Report and the Financial Statements.

The Board has issued a statement

on the internal control mechanism of
the Bank as per Direction No. 3 (8) (ii)
(b) of Banking Act Direction No. 11 of
2007 on Corporate Governance for
licensed commercial banks. The above
report is given on pages 165 and 166
of this Annual Report. The Board has
confirmed that the financial reporting
system has been designed to provide
reasonable assurance regarding the
reliability of financial reporting and that
the preparation of Financial Statements
for external reporting purposes has
been done in accordance with relevant
accounting principles and regulatory
requirements.

The Board has obtained an Assurance
Report from the Auditor General on
Directors’ Statement on Internal Control
and it is given on page 167 of this
Annual Report.
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14. Corporate governance

The Board of Directors is committed
towards maintaining an effective
corporate governance structure and
process. The financial, operational and
compliance functions of the Bank are
directed and controlled effectively within
corporate governance practices. These
procedures and practices that are in
conformity with Corporate Governance
Directions issued by the Central Bank of
Sri Lanka under Banking Act Direction
No. 11 of 2007 and the Code of Best
Practice on Corporate Governance issued
by the Institute of Chartered Accountants
of Sri Lanka, are described in the section
titled “Corporate Governance” appearing
on pages 120 to 129 of this Annual
Report.

The Board has obtained a report from the
Auditor General on the compliance with
the provisions of the above mentioned
Direction No. 11 of 2007.

15. Human resources

One of the most valuable assets of the
Bank is its employees and it is important
for the Bank to develop them. Several
measures were taken to strengthen the
much valued human capital in order to
optimise their contribution towards the
achievement of corporate objectives. The
Bank’s human resource management
policies and practices are detailed in the
section titled “Employees” on pages 89 to
99 of this Report.

16. Compliance with laws and
regulations

The Directors, to the best of their
knowledge and belief confirm that the
Group has not engaged in any activities
contravening the laws and regulations
except what has been disclosed under

non-compliance on page 128 of this Report.

Details of the Bank's compliance with
laws and regulations are given on

pages 360 to 402 under the section titled
“Compliance Annexes” which forms an
integral part of this Report.

17. Outstanding litigation

In the opinion of the Directors and as
confirmed by the Bank’s lawyers, the
litigation currently pending against the
Bank will not have a material impact on
the reported financial results or future
operations of the Bank.

18. Statutory payments

The Board confirms that all statutory
payments due to the Government and in
relation to employees have been made
on time.

19. Environmental protection

The Bank has not engaged in any activity,
which has caused detriment to the
environment. Further, precautions taken
to protect the environment are given

in the section titled “Community and
Environment” on pages 103 to 113.

20. Post-balance sheet events

The Directors are of the view that no
material events have arisen in the interval
between the end of the financial year and
the date of this Report that would require
adjustments or disclosures.

21. Going concern

The Directors are confident that the
resources of the Bank are adequate to
continue its operations. Therefore, it
has applied the going concern basis in
preparing the Financial Statements.

By order of the Board,

Janaki Senanayake Siriwardane

Secretary Bank of Ceylon/
Secretary to the Board

31 March 2023

Colombo
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Directors’ Interest
in Contracts

OVERVIEW

Related party disclosure as required by the Sri Lanka Accounting Standard — LKAS 24 on “Related Party Disclosures” are detailed
in Note 61 to the Financial Statements.

In addition, the transactions that have been carried out in the ordinary course of business in an arm's length basis with entities where
the Chairman or a Director of the Bank is the Chairman or a Director of such entities, are detailed below:

LEADERSHIP
INSIGHTS

Company Relationship Nature of Transactions Limit Balance/Amount Balance/Amount
outstanding as at outstanding as at

, 31.12.2022 31.12.2021

o '000 '000

Directors’ Interest In Contracts

Mr Kanchana Ratwatte (appointed as the Chairman of Bank of Ceylon w.e.f. 2 January 2020)

First Guardian Equities Director Current accounts 50,000 4,226 22,047 é
o
Hotels Colombo (1963) Limited Chairman Current accounts 3,105 2,392 «
(w.e.f. 24 February 2020) . : o
Time Deposits 87,918 81,585
Overdrafts 15,000 36,989 7,596
Loans 227,308 192,562
Other receivables 87,290 89,895 é
Property Development Limited Chairman Current accounts 0,863 14,435 g o
w.e.f. 25 February 2020 : . @ %
( Y ) Time Deposits 3,235,160 2,763,560 s
Securities sold under E <
repurchase agreements 167,953 528,500 o
<
Merchant Bank of Sri Lanka & Chairman Current accounts 228,005 361,444 2
Finance PLC (MBSL) ) A =
(w.e.f. 30 September 2020) Time Deposits 29 28
Overdrafts 283,000 121,461 159,014
Loans 1,576,812 1,576,812 389,785 £
-
BoC Property Development and Chairman Current accounts 1,640 3,485 2
Management (Pvt) Limited e Devess %
(w.e.f. 24 February 2020) 962,600 811,900 3
Securities sold under e
repurchase agreements 14,876 38,000
Additional Tier 1
Capital Bond 250,000 250,000
Bank of Ceylon (UK) Limited Chairman Current accounts 14,186 5288
(w.e.f. 3 July 2020) ;
Savings accounts 48 26
Nostro accounts USD 783 USD 1,446
284,331* 289,826*
GBP 826 GBP 263
361,250* 71,038*
EURO 1,316 EURO 90
509,039* 20,324*
Placements USD 8,000 USD 8,000 ¢ 9
< X
2,904,880* 1,603,470* 29
sZ2
- EURO 250 9=«
- 56,715*%
GBP 52,000 GBP 18,100
22,742,086* 4,897,782*

* LKR equivalent value
Note: Currencies not specifically mentioned are in LKR
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Directors’ Interest
in Contracts

Company Relationship Nature of Transactions Limit Balance/Amount Balance/Amount
outstanding as at outstanding as at
, 31.12.2022 31.12.2021
000 000 000
Mr G H Wijayawardhana (appointed as a Director of the Bank of Ceylon w.e.f. 14 January 2020)
L K Domain Registry of Sri Lanka Founding Current accounts 148 713
Director : .
Time Deposits 30,000 30,000
Mr A C M Fernando (appointed as a Director of the Bank of Ceylon w.e.f. 21 April 2020)
Softlogic Finance PLC Director Current accounts 378 340
Savings accounts 8,246 7,196
Mr R M P Rathnayake (appointed as a Director of Bank of Ceylon w.e.f. 28 April 2020)
Securities and Exchange Commission of Ex officio Current accounts 82,492 36,689
Sri Lanka Director ) .
Time Deposits 645 641
Major General (Rtd) G A Chandrasiri VSV (appointed as a Director of Bank of Ceylon w.e.f. 8 January 2021)
Airport and Aviation Services (Pvt) Limited Chairman Current accounts 424,396 377,792
Savings accounts USD 445 USD 308
161,560* 61,780*%
Time Deposits 8,345,544 3,237,843
Time Deposits USD 206,440 USD 195,879
74,938,006* 39,318,710%
Loans - 266,667
Letter of credit 5,000,000 3,553,900 2,432,000
Letter of guarantee 20,800 20,800 20,800

* LKR equivalent amount
Note: Currencies not specifically mentioned are in LKR
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Directors’ Statement on
Internal Control Over Financial Reporting

Responsibility

In line with the Banking Act Direction

No. 11 of 2007, section 3(8) (ii)(b), the
Board of Directors presents this report on
Internal Control over Financial Reporting.

The Board of Directors (“Board”) is
responsible for the adequacy and
effectiveness of the internal control
mechanism in place at Bank of Ceylon,
(“the Bank”). In considering such
adequacy and effectiveness, the Board
recognises that the business of banking
requires reward to be balanced with risk
on a managed basis and as such the
internal control systems are primarily
designed with a view to highlighting any
deviations from the limits and indicators
which comprise the risk appetite of the
Bank. In this light, the system of internal
controls can only provide reasonable, but
not absolute assurance, against material
misstatement of financial information
and records or against financial losses
or fraud.

The Board has established an ongoing
process for identifying, evaluating and
managing the significant risks faced

by the Bank and this process includes
enhancing the system of internal control
over financial reporting as and when there
are changes to business environment

or regulatory guidelines. The process

is regularly reviewed by the Board and

is in accordance 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 over financial reporting
taking into account principles for the
assessment of internal control system as
given in that guidance.

The Board is of the view that the system
of internal controls over financial
reporting in place is sound and adequate
to provide reasonable assurance
regarding the reliability of financial
reporting, and that the preparation

of Financial Statements for external

purposes is in accordance with relevant
accounting principles and regulatory
requirements.

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
adopted in reviewing the design and
effectiveness of the internal control
system over financial reporting

The vital 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:

* Various committees are 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 business directions that
have been approved.

* The Internal Audit Division of the Bank
checks for compliance with policies
and procedures and the effectiveness
of the internal control systems on
an ongoing basis using samples and
rotational procedures and highlights
significant findings in respect of any
noncompliance. Audits are carried
out on all units and branches, the
frequency of which is determined
by the level of risk assessed using
approved risk rating methodologies to
provide an independent and objective
report. The annual audit plan is
reviewed and approved by the Board
Audit Committee. Findings of the
Internal Audit Division are submitted
to the Board Audit Committee for
review at their periodic meetings.
Despite the challenges resulted from
the pandemic and the economic crisis

which prevailed during the year, the
Internal Audit Division was able to
uninterruptedly deliver its functions by
focusing on near real-time and offsite
audit methodologies in addition to
traditional onsite audits. This enabled
the Division to ensure continuous
compliance with policies/procedures
and assure the effectiveness of the
internal control systems of the Bank
during this challenging period.

* The Board Audit Committee of the
Bank reviews internal control issues
identified by the Internal Audit Division,
the external auditors, regulatory
authorities and the management,
and evaluates 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 the same. All
minutes of the Board Audit Committee
meetings are forwarded to the Board.
Detail analysis of the activities
undertaken by the Audit Committee
of the Bank are set out in the Audit

Committee Report on pages 130to 131.

* In assessing the internal control
system over financial reporting,
identified officers of the Bank collated
all procedures and controls that are
connected with significant accounts
and disclosures of the Financial
Statements of the Bank. These in turn
were observed and checked by the
Internal Audit Division for suitability
of design and effectiveness on an
ongoing basis. The assessment did
not include subsidiaries of the Bank.

* The Bank adopted the Sri Lanka
Accounting Standard — SLFRS 9 -
“Financial Instruments” with effect
from 1 January 2018. In order to
comply with the requirements of
SLFRS 9, the Bank developed expected
credit loss (ECL) models using a
wide range of forecast economic
scenarios to determine impairment
provisions with the support of an
external consultant. These models
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Directors’ Statement on Internal Control

Over Financial Reporting

have been validated by the Internal
Audit Division with the assistance of
a firm of Chartered Accountants. The
Bank has taken adequate measures
to comply with the Directions No.13
and 14 issued by the Central Bank of
Sri Lanka with regard to classification,
recognition and measurement of credit
facilities under SLFRS 9 effecting
from 1 January 2022 and the same
has been audited by the Internal Audit
Division.

* The Bankis in the process of
implementing an automated financial
reporting solution in order to comply
with the requirements of recognition,
measurement, classification and
disclosure of the financial instruments
more effectively and efficiently and
to facilitate the “Financial Statement
Closure” process. This automated
solution enables the calculation
of impairment provisioning under
SLFRS 9 - “Financial Instruments” and
facilitates the fulfilling of internal and
external reporting requirements.

* The Bank has considered the
uncertainties in the economy during
the year 2022 with special emphasis
on increased inflation and interest
rates as well as depreciation of the
local currency. The required estimates
and judgements were made giving
due considerations to those areas
which are more susceptible to
economic uncertainties. Downgrading
of sovereign rating to “RD” from “CC”
were also considered when making
provisions for foreign currency
denominated financial instruments
and loans and advances to sovereign.

* The Bank complied with the
moratorium packages introduced by
the Government and continuously
provided relief to those affected
by COVID-19 in 2022 as well. The

impact of COVID-19 on the Bank’s
customers in risk elevated industries
were also considered when assessing
the impairment provisioning using
the Expected Credit Loss (ECL)
model under SLFRS 9 - “Financial
Instruments”. The Bank revised the
Economic Factor Adjustment (EFA)
used in calculating expected loss by
incorporating the current economic
condition to the EFA.

A steering committee composing

of various disciplines of the Bank
monitors and coordinates the
implementation of the automated
financial reporting solution with special
emphasis on the directions issued

by the regulator for classification,
recognition and measurement of credit
facilities under SLFRS 9.

The Bank is continuously monitoring
and updating procedures inter-alia
relating to impairment of loans and
advances of the Bank and foreign
branches, financial statement
disclosures, risk management,
related party transactions and all
other significant banking activities
based on the changing regulatory and
market conditions. The requirements
under SLFRSs/LKASs and regulatory
directions have been communicated
to the relevant stakeholders including
the Board and senior management
through training and awareness
sessions.

The comments made by the external
auditors in connection with internal
control system over financial reporting
in previous years were reviewed
during the year and appropriate steps
have been taken to rectify them.

The recommendations made by the
external auditors in 2022 in connection
with the internal control system over
financial reporting will be addressed

in the future.

Confirmation

Based on the above processes, the Board
confirms that the financial reporting
system of the Bank has been designed to
provide a reasonable assurance regarding
the reliability of financial reporting and
the preparation of Financial Statements
for external purposes and has been done
in accordance with Sri Lanka Accounting
Standards and regulatory requirements of
Central Bank of Sri Lanka.

By order of the Board.

e Sl A

Chairman — Audit Committee

Chairman

) I
- ——.

Director

Colombo, Sri Lanka
31 March 2023
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Independent

Assurance Report

BAN/B/BOC/1C/2022

The Chairman
Bank of Ceylon

Assurance Report of the Auditor
General to the Board of Directors on
the Directors’ Statement on Internal
Control of Bank of Ceylon

Introduction

This report is to provide assurance on the
Directors’ Statement on Internal Control over
Financial Reporting (“Statement”) of Bank of
Ceylon 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) (i) (b) of the Banking Act Direction
No. 11 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 Bank of Ceylon.

| 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 required 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 risk and controls, or to form

April 2023

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.

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
inconsistent 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.

W P C Wickramaratne
Auditor General
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Directors’ Responsibility for
Financial Reporting

This statement by the Board of Directors
is made especially to distinguish the
respective responsibilities of the Directors
and Auditors in relation to financial
reporting. The responsibility of Directors
in relation to financial reporting of the
Bank of Ceylon and the Group is set out in
the following statement.

Financial statements

In terms of the provisions of Bank of
Ceylon Ordinance No. 53 of 1938 and its
amendments read with the Banking Act
No. 30 of 1988 and its amendments and
Directions, the Directors of the Bank are
responsible for ensuring that the Bank
maintains proper books of accounts,
which disclose with reasonable accuracy
at any time, the financial position of

the Bank and prepares proper Financial
Statements for each financial year, giving
a true and fair view of the state of affairs
of the Bank.

The Directors affirm that in preparing

the Financial Statements for the year
2022 presented in this Annual Report,
the most appropriate accounting policies
have been used and applied consistently
supported by judgments and estimates
that are reasonable and prudent. Material
departures, if any, have been disclosed
and explained.

The Financial Statements for the year
2022 presented in this Annual Report,
are in conformity with the requirements
of the Bank of Ceylon Ordinance

No. 53 of 1938 and its amendments,
Banking Act No. 30 of 1988 and its
amendments and Directions issued under
it, the Sri Lanka Accounting Standards
and other regulatory requirements. These
Financial Statements reflect a true and
fair view of the state of affairs of the
Bank of Ceylon and the Group as at

31 December 2022.

Going concern

The Directors are of the view that the
Bank and the Group have adequate

resources to continue in business in
the foreseeable future. Accordingly,
they have continued to adopt the going
concern basis in preparing the Financial
Statements.

Internal controls, risk management
and compliance

The Directors are also responsible for the
system of internal financial controls and
risk management and place considerable
importance on maintaining a strong
control environment to protect and
safeguard the Bank’s assets and prevent
fraud and mismanagement.

Whilst inherent and residual risks cannot
be completely eliminated, the Bank
endeavors to minimise them by ensuring
that appropriate infrastructure, controls,
systems and ethical behavior are applied
and practiced within predetermined
procedures and limits/boundaries.

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 page 165
and 166 of this Annual Report.

The Directors and Management have put
in place, risk management policies and
guidelines. Management committees
have been established to monitor and
manage material risks. Arrangements are
in place to ensure that monthly reports on
risk are submitted to the Integrated Risk
Management Committee for review and
discussion. Compliance with applicable
laws, regulations, rules, directives

and guidelines are monitored by the
Independent Integrated Risk Management
Division and reported to the Board.

The Audit Committee and Integrated Risk
Management Committee, on an ongoing
basis, have acted to strengthen the
effectiveness of internal controls and risk
management procedures. The reports of
the Audit Committee and Integrated Risk

Management Committee are included on
pages 130 to 133 of this Annual Report.

Audit report

Pursuant to provisions of Article 154

of the Constitution of the Democratic
Socialist Republic of Sri Lanka, the
Auditor General is the Auditor of the
Bank and issues the final opinion on the
Financial Statements of the Bank. The
responsibilities of the Auditor in relation
to the Financial Statements are set out
in the Report of the Auditor General on
pages 169 to 173 of this Annual Report.
The Auditor General’s certification on
the effectiveness of the Bank’s internal
control mechanism is given on page 167
of this Annual Report.

Compliance

The Directors to the best of their
knowledge and belief, are satisfied that
all statutory payments, in relation to

all relevant regulatory and statutory
authorities, which were due and payable
by the Bank and its subsidiaries as at
the Statement of Financial Position date,
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,

Janaki Senanayake Siriwardane
Secretary
Bank of Ceylon/Secretary to the Board

31 March 2023
Colombo

1 68 BANK OF CEYLON | ANNUAL REPORT 2022



Report of the

Auditor General

Chairman
Bank of Ceylon

Report of the Auditor General on the
Financial Statements and Other Legal and
Regulatory Requirements of the Bank of
Ceylon and its subsidiaries 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 Bank of Ceylon (the “Bank”) and the
Consolidated Financial Statements of the
Bank and its subsidiaries (the “Group”)
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
flow for the year then ended, and notes
to the Financial Statements, including

a summary of significant accounting

policies, was carried out under my
direction 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. The Bank has been
exempted from the provisions of Part

Il of the Finance Act, No. 38 of 1971 by
an Order of then Minister of Finance
published in the Government Gazette
No. 715 of 14 May 1992 by virtue of
powers vested in him by Sections 5 (1)
of the said Finance Act. My report to
Parliament in pursuance of provisions in
Article 154 (6) of the Constitution will be
tabled in due course.

In my opinion, the accompanying
Financial Statements give a true and fair
view of the financial position of the Bank
and the Group as at 31 December 2022,
and of their financial performance and
their 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
(SLAuUSSs). My responsibilities, under
those standards are further described

in the Auditor’s Responsibilities for the
Audit of the Financial Statements section
of my report. | believe that the audit
evidence | have obtained is sufficient and
appropriate to provide a basis for my
opinion.

1.3 Key Audit Matters

Key audit matters are those matters
that, in my professional judgement, are
of most significance in my audit of the
Financial Statements of the Bank and
the Consolidated Financial Statements
of the Group of the current period. These
matters were addressed in the context of
my audit of the Financial Statements of
the Bank and the Consolidated Financial
Statements of the Group as a whole, and
in forming my audit opinion thereon, and
| do not provide a separate opinion on
these matters.
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Report of the
Auditor General

Key audit matter

How my audit addressed the key audit matter

Provision for impairment on financial assets carried
at amortised cost

Provision for impairment on financial assets carried
at amortised cost as stated in Notes 28 and 29 is
determined by Management in accordance with the
accounting policies described in Notes 4.4.11, 28
and 29.

This was a key audit matter due to the materiality

of the reported provision for impairment which
involved complex calculations; degree of judgements,
significance of assumptions and level of estimation
uncertainty associated with estimating future cash
flows management expects to receive from such
financial assets.

Key areas of significant judgements estimates

and assumptions used by Management in the
assessment of the provision for impairment included
the following:

®* management overlays to incorporate the current
economic contraction.

® theincorporation of forward-looking information
such that expected cash flows reflect current and
anticipated future external factors, in the multiple
economic scenarios and the probability weighting
determined for each of these scenarios.

In addressing the adequacy of the provision for impairment on financial assets
carried at amortised cost, my audit procedures included the following key
procedures.

| assessed the alignment of the Bank’s provision for impairment computations and
underlying methodology including responses to market economic volatility with its
accounting policies, based on the best available information up to the date of my
report.

® | evaluated the internal controls over estimation of impairment, which included
assessing the level of oversight, review and approval of provision for impairment
policies and procedures by the Board and Management.

® | checked the completeness and accuracy of the underlying data used in the
impairment computation by agreeing details to relevant source documents and
accounting records of the Bank.

* In addition to the above, the following procedures were performed:

For loans and advances assessed on an individual basis for impairment:
— | evaluated the reasonableness of credit quality assessments.

- | checked the arithmetical accuracy of the underlying individual impairment
calculations.

— |l evaluated the reasonableness of key inputs used in the provision for
impairment made with particular focus on current economic contraction.
Such evaluations were carried out considering the value and timing of
cash flow forecasts particularly relating to elevated risk industries, debt
moratoriums and status of recovery actions of the collaterals.

For financial assets assessed on a collective basis for impairment:

- | tested the key inputs and the calculations used in the provision for credit
impairment.

— | assessed whether judgements, assumptions and estimates used by
the Management when estimating future cash flows, in the underlying
methodology and the management overlays were reasonable. My testing
included evaluating the reasonableness of forward-looking information
used based on available market data, economic scenarios considered, and

probability weighting assigned to each of those scenarios.

* | assessed the adequacy of the related financial statement disclosures set out in
Notes 28 and 29.
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