
 

 

LOLC FINANCE PLC 
[Company Reg. No. PB 244 PQ] 

No.100/1, Sri Jayawardenepura Mawatha,  

Rajagiriya 

 

 

Circular to Shareholders 

 

Dear Shareholder 
 

Amalgamation of LOLC Development Finance PLC with LOLC Finance PLC in terms of the 

provisions of the Companies Act, No. 7 of 2007  

 

Accounting adjustments which arose from the amalgamation of Commercial Leasing and 

Finance PLC with LOLC Finance PLC on 31.03.2022 
__________________________________________________________________________________________ 

 
 
(1)   Introduction  

 

The Company has received a letter from the Department of Supervision of Non-Bank 

Financial Institutions of the Central Bank of Sri Lanka (CBSL) dated 24th August 2022, Ref: 

24/12/001/0001/041, of their approval granted by the Monetary Board of the CBSL in terms 

of the Master Plan for Consolidation of Non-Bank Financial Institutions (NBFI), to 

amalgamate LOLC Development Finance PLC (LODF) with LOLC Finance PLC, and LOLC 

Finance PLC (LOFC) to be the remaining entity. 

 

The proposed date of amalgamation for the Company with LODF is 31st January 2023 

[however, the proposed date of completion of the amalgamation where new shares of LOFC 

is allotted to the shareholders of LODF and thereupon the listing of the new shares would be 

completed only within five (5) Market days thereafter, namely by the 7th of February 2023, 

subject to obtaining the certificate of amalgamation from the Registrar General of Companies 

for the amalgamated company on the said effective date]. 

Accordingly, the Amalgamation between LODF and LOFC will commence immediately, 

subject to the in-principle approval being given by the CSE to LOFC, for the listing of shares 

of LOFC arising from the amalgamation of LODF with LOFC in terms of Rule 5.11 of the 

Listing Rules and the approval of the shareholders of both LODF and LOFC, by way of 

Special Resolutions [post receiving the CSE approval], and the concurrence of the secured 

lenders to LODF and LOFC being received by the said companies. 

 

 The Boards of Directors of LODF and LOFC, on 12th December, 2022, resolved to 

recommend to the shareholders of the companies, to amalgamate LODF with LOFC to 

continue as one entity in terms of Section 239 of the Companies Act, No.7 of 2007, whereby 

the amalgamated entity, i.e. the surviving entity will be LOFC.   

 

LOFC is currently on the Second Board of the CSE. 

 

Whether the public holding would improve post amalgamation is difficult to state at this 

moment due to the new shares to LODF shareholders being allotted based on the market price 

of both LODF and LOFC shares traded on a particular day as referred to herein. 

 

The shareholders are also advised, as the country faces unprecedented economic challenges 

due to depleting external dollar reserves and rising political instability, the Company is 

proactively taking steps to safeguard its balance sheet and strengthening credit policies and 
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collections, while expanding the deposit base. The company's existing portfolio has been re-

priced in order to minimize the negative impact that the rising trend in interest rates in the 

country will have on the company's net interest income. With a strong capital base and a 

diversified portfolio, the management is confident that the amalgamated entity will be able to 

deliver healthy financial performance despite the current economic situation in the country. 

 

 

(2) Information required to be set out in this Circular in terms of Rule 5.11.3(1)A.i.(f) of the 

Listing Rules 

 

 (A) Details of the amalgamating Listed Entities 

 

(i) LOLC Finance PLC 

Company Reg. No. PB 244 PQ 

No.100/1, Sri Jayawardenapura Mawatha,  

Rajagiriya 

 

The Stated Capital of LOFC is Rs. 211,581,448,000/- represented by 

19,251,334,334 ordinary shares, all of which rank equal and pari passu with 

each other. 

 

Please refer Annex “A”  for the 20 Major Shareholders as at 30th September 

2022, Names of Directors, Company Secretary and Auditors of LOFC. 

 

(ii) LOLC Development Finance PLC 

   Company Reg. No. PB 263 PQ 

   100/1, Sri Jayawardenapura Mawatha 

   Rajagiriya    

 

The Stated Capital of LODF is Rs.3,069,461,724.25/- represented by 

356,914,911  ordinary shares, all of which rank equal and pari passu with 

each other.     

 

Please refer Annex “A1”  for the 20 Major Shareholders as at 30th September 

2022, Names of Directors, Company Secretary and Auditors of LODF. 

 

 (B) Name of the amalgamated Entity 

 

  LOLC Finance PLC 

 

 (C) The proportion of shares in which the amalgamation will be effected 

 

  The holders of 251,415,963 shares of LODF  will be allotted shares of LOFC; the 

allocation proportion would be based on the Market Price of a share of LODF and 

LOFC, as at end of Trading, five (5) Market days, prior to the date fixed for both 

shareholders Meetings, subject however, if in the event such Market value/s exceed 

the highest point of the valuation range [as referred to in the Valuation Report 

prepared by SC Securities (Pvt) Ltd dated 9th December 2022 which is marked as 

Annexure F], of either LODF or LOFC or both, in such an event the proportion will 

be based on the highest value in the value range with respect to such share/s (as 

applicable). However, if in the event such Market value/s are lower than the lowest 

point of the valuation range of either LODF or LOFC or both, in such an event the 

proportion will be based on the lowest value in the value range with respect to such 

share/s (as applicable).  
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Based on the exchange value arrived as aforesaid, the shares to be issued in LOFC to 

the shareholders of LODF will be rounded to the nearest share.  

 

The shares held by LOFC in LODF, shall not be converted into shares of LOFC. 

Accordingly, 105,498,948 shares held by LOFC in LODF constituting 29.56% of the 

issued shares of LODF will be cancelled without payment or the provision of other 

consideration.  

 

LOFC would make a Market Announcement of the amalgamation proportion and the 

number of swap shares to be issued by LOFC to the shareholders of LODF together 

with the amalgamation consideration on the 4th Market day prior to the date fixed for 

both shareholders meetings. 

 

           (D) The number of shares to be issued by the Amalgamated Entity 

 

The holders of 251,415,963 shares of LODF will be allotted shares of LOFC; the 

allocation proportion would be based on the Market Price of a share of LODF and 

LOFC, as at end of Trading, five (5) Market days, prior to the date fixed for both 

shareholders Meetings, subject however, if in the event such Market value/s exceed 

the highest point of the valuation range of either LODF or LOFC or both, in such an 

event the proportion will be based on the highest value in the value range with respect 

to such share/s (as applicable). However, if in the event such Market value/s are 

lower than the lowest point of the valuation range of either LODF or LOFC or both, 

in such an event the proportion will be based on the lowest value in the value range 

with respect to such share/s (as applicable).  

 

Based on the exchange value arrived as aforesaid, the shares to be issued in LOFC to 

the shareholders of LODF will be rounded to the nearest share. 

 

Accordingly, the number of shares to be issued by LOFC would depend on the 

criteria set out in paragraph 1 hereof. 

 

 (E) The benefits of the amalgamation to the existing shareholders and to the 

amalgamating listed entities 

 

(i) Amalgamation strengthens the financial position of LOFC stakeholders 

 

Central Bank of Sri Lanka highlighted the importance of amalgamations within 

the NBFI sector in June 2020 and May 2021. Sector consolidation was initially 

proposed in 2013 by the Central Bank to ensure enhanced financial system 

stability and to spearhead economic growth. The main objectives of sector 

consolidation which also positively impacts the amalgamation of LODF and 

LOFC include; 

 

 Enhancing the resilience and addressing the existing weaknesses through 

the creation of a large capital base 

 Strengthening the financial position and enhancing fund raising 

capabilities at the Company level both via equity and debt through 

strategic partners  

 Increasing potential to finance large-scale transactions  

 Widening the range of financial services provided 

 Improving the efficiency and profitability  
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(ii) Cost rationalization in terms of branch network and staff strength through 

synergies between LODF and LOFC. 

 

LOFC’s stakeholders can benefit from consolidation of branch network, staff, 

systems etc. which will result in cost savings and enhanced profitability.  

 

(iii) Stronger market position as a combined entity with the backing from the 

Ultimate Parent of LOFC; LOLC Holdings PLC (LOLC). 

 

LOLC is one of the largest diversified conglomerates in Sri Lanka with an 

Asset base of LKR 1,371.47 Bn as at 31st March 2022. As at 30th September 

2022 its Asset base stood at LKR 1,702.43 Bn. 

 The financial services sector generated Net Earnings of LKR 46.24 Bn in 

FY22 and added 55.34% to Group Net Earnings and in 1HFY23 the financial 

services sector generated Net Earnings of LKR 17.06 Bn and added 76.62% to 

Group Net Earnings. 

LOLC’s diversified portfolio of investments in the NBFI sector in Sri Lanka 

included LOLC Finance PLC (being the remaining entity after the 

amalgamation with Commercial Leasing and Finance PLC on 31st March 2022) 

and LOLC Development Finance PLC.  

 

LOLC also has regional presence in Asian markets; Cambodia, Myanmar, 

Indonesia, Philippines and Pakistan whilst also having presence in the African 

and Central Asian region.  

 

LODF is a listed local player in the NBFI sector with an Asset base of LKR 23 

bn as at 30th September 2022.  

 
Source: LOLC & LODF FY22 Annual Reports and interim financial statements available on CSE 

website (www.cse.lk). 

 

(iv) The proposed surviving amalgamated Company will be able to achieve higher 

levels of fiscal and management efficiency in its operations. Currently both 

companies have the infrastructure in place for compliance, risk management, 

accounting, operations and IT. These functions will be consolidated and 

administered more efficiently in the amalgamated entity. This would result in 

economies of scale, better risk management, cost effective administration, 

prudent tax management etc. which would ultimately be accrued to the benefit 

of all the shareholders. 

 

(F) Resolution by the Board of Directors of LOFC re consideration  

 

According to the Valuation Report dated 9th December 2022, issued by SC Securities 

(Pvt) Ltd [SC Securities (Pvt) Ltd is not a related party of LOFC or LODF], the value 

range of a LOLC Development Finance PLC share for purposes of amalgamation is 

given as : 

 

- A valuation range of Rs. 3.84 to Rs.16.04 per share for LOFC and 

- A valuation range of Rs. 150.00 to Rs. 379.20 per share for LODF is noted 
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The Announcements pertaining to the amalgamation of LODF with LOFC has been 

made on 24th August 2022 and 12th December 2022. 

 

Further the value for purposes of amalgamation / share exchange ratio is to be based 

on the Market Price of a share of LOLC Development Finance PLC and LOLC 

Finance PLC, as at end of Trading, five (5) Market days, prior to the date fixed for 

both shareholders Meetings, subject however, if in the event such Market value/s 

exceed the highest point of the valuation range of either LODF or LOFC or both, in 

such an event the proportion will be based on the highest value in the value range 

with respect to such share/s (as applicable). However, if in the event such Market 

value/s are lower than the lowest point of the valuation range of either LODF or 

LOFC or both, in such an event the proportion will be based on the lowest value in 

the value range with respect to such share/s (as applicable).  

 

Based on the exchange value the shares to be issued in LOLC Finance PLC to the 

shareholders of LOLC Development Finance PLC will be rounded to the nearest 

share, which basis of consideration is in the opinion of the Board fair and reasonable 

to LOLC Finance PLC and to the existing shareholders of LOLC Finance PLC.  

The aforesaid proportion is calculated as follows: 
 

Number of shares held by a shareholder as at end of trading on the record date (i.e. as at the effective date) in LODF x  

New proportion as per the formula referred to herein  

 

Old proportion as per the formula referred to herein  

 

a) Any fractions based on the aforesaid formula, exceeding 0.5 or above will be added to 

the total arising based on the above formula and any fractions less than 0.5 will be 

disregarded. 

 

(G) The effective date of the amalgamation as specified in the Amalgamation Proposal  

 

31st January, 2023. 

 

(H) The record date (date of entitlement) to the shareholders of LODF to receive new 

shares of LOFC 

 

31st January 2023. 

 

(I) The date on which dealings in the shares of LODF, which shall not survive the 

amalgamation be suspended  

 

26th January, 2023. 

 

(J) The period within which the new shares of LOFC issued to the shareholders of LODF 

(who maintain CDS accounts as at 1st February 2023) would be deposited to the CDS 

 

Within four (4) market days from and excluding 31st January, 2023, i.e. 6th February 

2023. 

 

The shareholders of LODF in the CDS who have been issued shares pursuant to the 

amalgamation will be notified that the new shares have been deposited in their CDS 

accounts within two (2) Market Days of direct deposit. 
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(K) Further information on the Amalgamated Entity’s capital structure 

 

 Pre-amalgamation 

 
Post amalgamation 

 LOFC LOFC 

Stated Capital 

 

Rs. 211,581,448,000.00 Rs. 211,581,448,000.00 plus the 

Number of new shares to be 

issued on the amalgamation 

based on the formula referred to 

in (F) herein multiplied by the 

market price of a LOFC share as 

at end of trading on  31st 

January 2023  

Float adjusted market 

capitalization  

**   Rs. 8,988,218,759/10 Based on the number of shares 

to be issued and the market 

price per share of LOFC post 

amalgamation 

Corresponding public 

holding %  

**  5.37% Based on the number of shares 

to be issued and the market 

price per share of LOFC post 

amalgamation 

Number of public 

shareholders 

**  19,784 Approximately 20,346 

 

** As at 30th September 2022. 

(L) The details pertaining to listed debentures of the amalgamating listed Entities (if any) and 

the manner in which such debentures would continue until maturity 

 

LODF  

 

None. 

 

LOFC 

 

(1) 5-year fixed interest rate of 10.50% p.a. payable bi-annually (issued in 2020) 

 

(2) 5-Year Floating interest rate of 6 month T-Bill rate + 4.25% p.a. payable bi-annually 

(issued in 2020) 

 

(3) Five Year Fixed Rate Debentures (14.75% p.a.) payable semi-annually (issued in 2018) 

 

(4) Annual compounding rate on the issue price payable on the Date of Redemption at an 

AER of 14.95% (issued in 2018) 

 

All the assets and liabilities of LODF will post amalgamation become the assets and 

liabilities of LOFC in terms of the Companies Act No. 07 of 2007.  
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(M) The Report of an Independent Expert, on the proportion in which the amalgamation will be 

effected 

 

  The Report of Independent Expert dated 9th December 2022, who provided the valuations is 

uploaded to the Colombo Stock Exchange Web Site (www.cse.lk) from the date of this 

Circular until the date of the Extraordinary General Meetings of the respective companies. 

A copy of the said Report is also attached to this Circular. 

 

 Consequent to the amalgamation, one of the amalgamating listed entitles, namely, LOLC 

Development Finance PLC, which would not survive the amalgamation, will be removed from 

the Official List of the CSE. 

 

(3) Amalgamation Proposal 

 

 Please see attached, as Annex “B”, the Amalgamation Proposal in terms of the Companies Act, 

No.7 of 2007, for the amalgamation of LODF with LOFC.  

 

 (4) Certificates / Statements given by the Directors in terms of Section 241 of the Companies Act

  

 Please see attached, the Certificates signed by the Directors of both LODF and LOFC as 

required by Section 241(2) (marked “C” and “C1” respectively) and Statements signed by the 

Directors of both LODF and LOFC  in terms of Section 241(3)(d) of the Companies Act 

(marked “D” and “D1” respectively). 

 

(5) Rights of Shareholders under Section 93 of the Companies Act  

 

 Please see attached, a Statement setting out the rights of shareholders under Section 93 of the 

Companies Act (marked “E”). 

 

(6) Applicability of the Company Take-overs and Mergers Code 

 

 No shareholder of LODF acquiring the shares of LOFC, pursuant to the amalgamation, will 

be obligated to make a Mandatory Offer in terms of the Company Take-overs and Mergers 

Code 1995. 

 

(7) Accounting adjustments which arose from the amalgamation of LOLC Finance PLC (LOFC) 

and Commercial Leasing and Finance PLC (CLC) on 31.03.2022 
 

On the amalgamation of LOFC with CLC which took effect on 31.03.2022, the consideration 

was determined based on the price per share of LOFC on 31.03.2022 multiplied by the 

number of shares issued to the shareholders of CLC.  

 

The consideration for the amalgamation amounted to Rs.  198,818,947,542 and the net assets 

of CLC that was amalgamated amounted to Rs. 29,534,430,981 and therefore an excess of Rs.  

169,284,516,561 existed. As per Sri Lanka Accounting Standards – SLFRS 03 – Business 

Combinations, when an excess of the consideration exists over and above the net assets 

acquired, such amount is required to be recognized as goodwill and is required to be reflected 

as a separate asset on the financial statements of the entity. However, as LOFC and CLC was 

under the control of the LOLC Group, it is considered as a “Transaction under Common 

Control” and hence is scoped out from SLFRS 03. The applicable accounting pronouncement 

for such Common Control transactions is the Statement of Recommended Practices (SORP) 

issued by the Institute of Chartered Accountants of Sri Lanka which requires such excess 

consideration to be recognized in equity instead of being recognized as goodwill.  

 

http://www.cse.lk/
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LOLC Finance PLC up until 31.03.2022 and during the current financial year is a significant 

profit generating entity and its historical profit record is as follows. 

 

Year ended          Profit for the year (Rs.) 

31.03.2022      16,950,585,463 

31.03.2021      4,365,938,557 

31.03.2020      3,779,684,187 

31.03.2019      5,962,868,027 

31.03.2018      2,191,174,142 

 

Hence, as at 31.03.2022 excluding the excess created on the amalgamation, the equity (net 

assets) of the entity was as follows:  

 

Description  Amount (Rs') 

Stated capital                       211,581,447,542  

Statutory reserve                           4,444,108,028  

Revaluation reserve                           1,505,632,154  

Cash flow hedge reserve 
                            

(83,701,505) 

Fair value through OCI reserve                             140,752,964  

Retained earnings                         35,249,180,283  

Total equity                      252,837,419,466  

 

It should be noted that excluding the excess created on the amalgamation the equity (net 

assets) of the Company is well above its stated capital and the sum of its reserves is a positive 

Rs. 41.3 Billion. 

 

However, due to the application of the SORP referred to above, the excess on the 

amalgamation had to be recognized as a merger reserve (negative reserve) in equity of the 

Company. Hence, the reported equity as at 31.03.2022 was as follows. 

 

Description  Amount (Rs') 

Stated capital                       211,581,447,542  

Statutory reserve                           4,444,108,028  

Revaluation reserve                           1,505,632,154  

Cash flow hedge reserve 
                            

(83,701,505) 

Fair value through OCI reserve                             140,752,964  

Merger reserve 
                    

(169,284,516,561) 

Retained earnings                         35,249,180,283  

Total equity                        83,552,902,905  

 

 

The requirement to follow such SORP resulted in the Company recognizing a negative 

reserve in equity and hence as at 31.03.2022, the equity (net assets) of the Company was less 

than half of its stated capital (i.e. a serious loss of capital). This is despite the Company 

reporting Rs.35 billion in retained earnings and positive other reserves.  

 

The above explanation is provided to the shareholders of the Company under section 220 (2) 

of the Companies Act No.7 of 2007 and the Board of Directors confirms that the above status 
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is solely due to the accounting treatment of the excess created on the amalgamation which had 

no cash effect on the Company and the Company is in sound financial position and is 

continuing to accumulate profits.  

 

The impact on the serious loss of capital situation post amalgamation, cannot be quantified at 

this juncture due to the Company not being able to quantify the number of shares that would 

be issued in LOFC to the shareholders of LODF. 

 

In the event the Company continues to accumulate profits, the Board of Directors expects to 

recover from the serious loss of capital situation within 1-2 years.  

 

(8) Extraordinary General Meeting 

 

 An Extraordinary General Meeting of the Company will be held on 26th January 2023 at 9.30 

a.m. as an on-line meeting through audio-visual means conducted from No. 100/1, Sri 

Jayawardenapura Mawatha, Rajagiriya, for the purpose of passing the requisite Special 

Resolution for the proposed amalgamation and an Ordinary Resolution for the purpose of 

obtaining shareholders concurrence with reference to the matters set out in Clause (7) herein; 

as set out in the Notice of Meeting attached hereto.   

 

(9) Documents attached / uploaded to the Company page of the CSE Website: 

 

(i) Information pertaining to the 20 Major Shareholders of LOFC as at 30th September 

2022, Names of its Directors, Company Secretary and Auditors. [Annexure ‘A’] 

 

(ii) Information pertaining to the 20 Major Shareholders of LODF as at 30th September 

2022, Names of its Directors, Company Secretary and Auditors. [Annexure ‘A1’]  

 

(iii) Amalgamation Proposal. [Annexure ‘B’] 

 

(iv) Certificates given by the Directors of each Board in terms of Section 241(2) of the 

Companies Act, No.7 of 2007. [Annexure ‘C’ and ‘C1’] 

 

(v) A statement of any material interest of any Director in the Amalgamation Proposal 

whether in that capacity or otherwise Board in terms of Section 241(3)(d) of the 

Companies Act, No.7 of 2007. [Annexure ‘D’ and ‘D1’]  

 

(vi) A statement setting out the rights of shareholders under Section 93 of the Companies 

Act, No.7 of 2007[Annexure ‘E’] 

 

(vii) Valuation Report prepared by SC Securities (Pvt) Ltd dated 9th December 2022 

[Annexure F] 

 

(vii) Notice of Extraordinary General Meeting, to be held on 26th January 2023. 

 

By Order of the Board  

LOLC Finance PLC 

LOLC Corporate Services (Pvt) Ltd 

 

Sgd. 

Secretaries  
 

4th January 2023 



Annexure ‘A’ 

LOLC Finance PLC 

 
20 Major Shareholders as at 30th September 2022 

  

 Name No. of Shares % 

1 LOLC Ceylon Holdings PLC 15,602,122,026   81.04  

2 LOLC Asia Private Limited   2,614,934,919   13.58  

3 Singhe Capital Investment Limited        58,690,102     0.30  

4 Saakya Capital (Pvt) Ltd        55,170,414     0.29  

5 Phantom Investments (Private) Limited        55,018,500     0.29  

6 CIC Holdings PLC/CIC Charitable & Educational Trust Fund          8,707,200     0.05  

7 People's Leasing & Finance PLC/Mr.D.M.P.Disanayake           5,833,647     0.03  

8 Mr A A Sunil          5,665,468     0.03  

9 Mr W W D D S Perera          5,406,026     0.03  

10 Ranfer Teas (Private) Limited          5,383,000     0.03  

11 Nuwara Eliya Property Developers (Pvt) Ltd          5,334,744     0.03  

12 Mr A J Tissera          4,885,000     0.03  

13 Merchant Bank of Sri Lanka & Finance PLC/K.K. Karunamoorthy          4,640,510     0.02  

14 Merchant Bank of Sri Lanka & Finance PLC/G.K.G.L Wijayathilake          4,325,000     0.02  

15 Mr S Selvarajah         4,169,638     0.02  

16 People's Leasing & Finance PLC/Mr.S. Gobinath         4,065,000     0.02  

17 Merchant Bank of Sri Lanka & Finance PLC/C.C.Y. Abeywardena          4,037,072     0.02  

18 Mr D G Wirasekara          4,000,000     0.02  

19 Dr A M A D S Abeysinghe          3,999,500     0.02  

20 Mr P G Piyasiri           3,710,314     0.02  

 

Directors 

 

Francisco Kankanamalage Conrad Prasad Niroshan Dias 

 

Don Manuwelge Don Krishan Thilakaratne  

 

Mrs. Kalsha Upeka Amarasinghe 

 

Brindley Chrishantha Gajanayake De Zylva 

 

Panamulla Arachchige Wijeratne 

 

Kandiah Sundararaj 

 

 

 

Company Secretary 

 

LOLC Corporate Services (Pvt) Ltd 

 

Auditors 

 

Ernst & Young, Chartered Accountants 



Annexure ‘A1’ 
LOLC Development Finance PLC 

 

20 Major Shareholders as at 30th September 2022 

 

 

 
NAME  SHAREHOLDING PERCENTAGE 

   

(%) 

1 LOLC Ceylon Holdings PLC 250,770,858 70.26 

2 LOLC Finance PLC 105,498,948 29.56 

3 Est. of late N.A. Sellahewa (deceased) 87,001 0.02 

4 Mrs. K.V.W.S Maddumage 69,000 0.02 

5 Mr. M.A.U. Gnanatilake 60,548 0.02 

6 S. Mannanayake 50,000 0.01 

7 Mr. J.A.G. Buddika 41,814 0.01 

8 Mr. K.B.R.R. Kariyawasam 37,600 0.01 

9 DFCC Bank PLC/J N Lanka Holdings Company (Pvt) Ltd 30,369 0.01 

10 Mr. R.D. Rodrigo 21,655 0.01 

11 Mr. K.U.D. Silva 18,969 0.01 

12 K.P.C. Abeyratna  15,000 0.00 

13 Mr. P.A. Goonetilleke 12,081 0.00 

14 Mr. U.I. Suriyabandara 9,634 0.00 

15 DFCC Bank PLC/S.M.D.N.P. Banda 8,200 0.00 

16 Polgahawela SANASA Shareholders Trust Company Limited 7,000 0.00 

17 Mr. W.M.S. Priyanga 6,087 0.00 

18 Miss. K.M.G.S. Mahesha 6,074 0.00 

19 

Merchant Bank of Sri Lanka & Finance PLC/K.V.W.S. 

Maddumage 6,000 0.00 

20 Mr. M.A.T.G. Manchanayaka 5,987 0.00 

 

Directors 

 

Waduthantri Dharshan Kapila Jayawardena 

Wanni Achchige Rohana Kumara 

Annakkarage Jayantha Luxman Peiris 

Thamotharampillai Sanakan 

Sunil Lakathilake 

 

Company Secretary 

 

LOLC Corporate Services (Pvt) Ltd 

 

Auditors 

 

KPMG Ford Rhodes, Thornton & Co., Chartered Accountants 

 



“B” 

LOLC FINANCE PLC 
[Company Reg. No. PB 244 PQ] 

No.100/1, Sri Jayawardenepura Mawatha,  

Rajagiriya 

 
Amalgamation Proposal 

 

Amalgamation of LOLC Development Finance PLC (amalgamating company) with LOLC Finance PLC 

(amalgamated company)   

---------------------------------------------------------------------------------------------------------------------------- 

 
(1)  Information as per Section 240(1) of the Companies Act: 

 

(a) Name of the Amalgamated Company  : LOLC Finance PLC (LOFC) 

 

(b) Registered Office of the Amalgamated  

 Company      : No.100/1, Sri Jayawardenapura Mawatha, Rajagiriya  

 

(c) Full names and residential addresses  

 of each of the Directors of the  

 Amalgamated Company    : Please refer Annex “B-1” 

 

(d) Full name and address of the Secretary  

     of the Amalgamated Company   : M/s L O L C Corporate Services (Private) Limited  

        No.100/1, Sri Jayawardenapura Mawatha, Rajagiriya 

 

(e) Share Structure of the Amalgamated  

Company (pre amalgamation) : Stated Capital of Rs. 211,581,448,000.00 

represented by 19,251,334,334 ordinary voting 

shares, all of which rank equal and pari passu 

with each other  

         

 

               

(f) Manner in which the shares of amalgamating  

 company are to be converted into shares  

 of the amalgamated company : The holders of 251,415,963 shares of LOLC 

Development Finance PLC (LODF), will be 

allotted shares of LOFC; the allocation 

proportion would be based on the Market Price 

of a share of LODF and LOFC, as at end of 

Trading, five (5) Market days, prior to the date 

fixed for both shareholders Meetings, subject 

however, if in the event such Market value/s 

exceed the highest point of the valuation range, 

as per the Independent Opinion on the valuation 

of shares dated 9th December 2022 prepared by 

SC Securities (Pvt) Ltd, of either LODF or 

LOFC or both, in such an event the proportion 
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will be based on the highest value in the value 

range with respect to such share/s (as 

applicable). However, if in the event such 

Market value/s are lower than the lowest point 

of the valuation range, as per the Independent 

Opinion on the valuation of shares dated 9th 

December 2022 prepared by SC Securities (Pvt) 

Ltd, of either LODF or LOFC or both, in such 

an event the proportion will be based on the 

lowest value in the value range with respect to 

such share/s (as applicable).  

 

Based on the exchange value arrived as 

aforesaid, the shares to be issued in LOFC to the 

shareholders of LODF will be rounded to the 

nearest share.  

 

The said shares upon being allotted shall rank 

equal and pari passu with the ordinary voting 

shares of LOFC then in issue. 

 

 

 (g) Consideration that a holder of shares  

 is to receive in place of shares of the  

 amalgamating company (if shares of the 

 amalgamating company are not to be  

 converted into shares of the amalgamated 

company) : Not Applicable 

 

 

(h) Any payment to be made to a shareholder 

 or director of an amalgamating company  

 other than payment of the kind described  

 in paragraph (g)     : Not Applicable 

 

              

(i) Details of any arrangement necessary  

 to complete the amalgamation and to  

 provide  for the subsequent  

 management and operation of the  

 amalgamated company    :   

This amalgamation being part of the Financial 

Sector Consolidation Plan announced by the 

Central Bank of Sri Lanka is conditional upon 

the happening of the following events: 

 

(i) Special Resolutions to give effect to the 

amalgamation, being passed by the 

shareholders of both amalgamating 

companies in terms of the Companies Act, 

No.7 of 2007. 
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 (ii) LOFC receiving in principle approval of 

the Colombo Stock Exchange (CSE) for 

the issuance and listing of shares of LOFC 

arising from the amalgamation of LODF 

with LOFC in terms of the Listing Rules 

[This approval was received by LOFC on 

4th January 2023] 

 

(iii) The concurrence of the Secured Lenders 

being received by LODF (as applicable). 

 

 (j) Date on which the amalgamation is 

 intended to become effective  : 31st January 2023 

    

 

 

(2) Articles of Association of the Amalgamated Company [Section 240(2) of the Companies Act] 

 

 The Articles of LOFC (the amalgamated company) is different to the model articles set out in the First 

Schedule to the Companies Act. The Articles of Association of the amalgamated company shall be the same 

as that of LOFC, a copy of which is attached hereto/uploaded to the Company page of the CSE website and 

forms part and parcel of this Amalgamation Proposal.  

 

 

(3) Shares held by LOFC in LODF [Section 240(3) of the Companies Act] 

 
 The shares held by LOFC (Amalgamated Company) in LODF (Amalgamating Company), shall not be 

converted into shares of LOFC. Accordingly, 105,498,948 shares held by LOFC in LODF constituting 

29.56% of the issued shares of LODF will be cancelled without payment or the provision of other 

consideration.  

 
 

 

 

By Order of the Board  

LOLC Finance PLC 

 

Sgd. 

LOLC Corporate Services (Pvt) Ltd  

Secretaries for LOLC Finance PLC 

 

4th January 2023 
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ARTICLES OF ASSOCIATION 

 

OF 

 

L O L C FINANCE PLC 
 

 
PRELIMINARY 

 

1. The Rules contained in the First Schedule to the Companies Act No.7 of 

2007 shall not apply to the Company which shall be governed by the 

regulations contained in these Articles but subject to repeal alteration or 

addition by Special Resolution 

 

 

2. In these presents, if not inconsistent with the subject or context the words 

standing in the first column of the table next hereinafter contained shall bear 

the meaning set opposite to them respectively in the second column thereof: 

 

 

Interpretation 

 WORDS 

 

The Company 

 

 

: 

MEANINGS 
 

L O L C Finance PLC 

 

 

 The Statutes or the Act  

 

: The Companies Act No. 7 of 2007 and 

every other Act for the time being in force 

concerning companies and affecting the 

Company. 

 

 

 These Presents : 

 

These Article of Association from time to 

time altered by special resolution; 

 

 Special Resolution 

Extraordinary Resolution 

: Have   the  meanings 

Assigned respectively by the statutes; 
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 The Board : The Directors for the time being of the 

Company including (where the 

context  so admits or requires) 

Alternate Directors; 

 

 

 Office 

 

: 

 

The Registered Office of the Company;  

 

 

 Seal : The Common Seal of the Company;  

 Month : Calendar Month;  

 Year : Calendar Year;    

 In Writing         

 

 

 

: 

 

 

 

Written or produced by any  

substitute for writing, or partly one  

and partly another; 

 

 Paid up          : Paid up or credited as paid up.  

 

  

The expressions “debenture” and “debenture holder” shall include “debenture 

stock” and “debenture stockholder” and the expressions the “Secretary” or 

the “Secretaries” shall include any individual firm or company appointed by 

the Board to perform any of the duties of the Secretary. 

 

 

 Words importing the singular number only shall include the plural and vice 

versa, and words importing the masculine gender shall include the feminine 

gender, and words importing persons shall include corporations and 

companies.      

 

 

 Save as aforesaid any words or expressions defined in the statutes shall, if not 

inconsistent with the subject or context, bear the same meanings in these 

presents. 

 

 

 The marginal notes are inserted for convenience only and shall not affect the 

construction of these presents. 

 

 

 

 OBJECTS  

3. a) To carry out finance business in conformity with the provisions of 

the Finance Business Act No. 42 of 2011 as amended from time to 

time and in conformity with the provisions of any other law relating 

to finance companies including all Regulations, Directions, 

Determinations, Rules, Orders or requirements made, given or 

imposed thereunder. 

 

b) To carry out finance leasing business in conformity with the 

provisions of the Finance Leasing Act No. 56 of 2000 as amended 

from time to time and in conformity with the provisions of any other 

law relating to finance leasing establishments including all 

Regulations, Directions, Determinations, Rules, Orders or 

requirements made, given or imposed thereunder. 

 

Amended on  

19th September 2019 
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4. To carry on business of a financial acquirer in terms of the law applicable for 

the time being.  

 

Amended on  

19th September 2019 

5 Subject to Clauses 3 and 4 hereof, the aforesaid objects shall not limit or 

restrict any of the capacity or the powers that the Company may exercise in 

accordance with section 2 (2) of the Act. 

 

 

 

 

 

 SHARES 

 

 

 ISSUE OF SHARES 

 

 

6. a) Subject to Articles 7 and 8, of these Articles, the board may issue 

such shares to such persons as it thinks fit in accordance with section 

51 of the Act. Where the shares confer rights other than those 

specified in subsection (2) of section 49 of the Act, or impose any 

obligation on the holder, the board must approve terms of issue 

which set out the rights and obligations attached to the shares as 

required by subsection (2) of section 51. 

kdkdk 

b) The Board may issue warrants which may be converted to 

shares at a future date.  Such warrants may also be offered to 

those who are not existing shareholders if so approved by a 

Special Resolution of the Company.  
 

 

Issue of Shares  

7. Before it issues shares, the board must decide the consideration for             

which the shares will be issued. The consideration must be fair and             

reasonable to the company and to all existing shareholders.  

 

 

8. Where the company issues shares which rank equally with or prior to existing 

shares, those shares must be offered to the holders of the existing shares in a 

manner which would, if accepted, maintain the relative voting and 

distribution rights of those shareholders. The offer must remain open for 

acceptance for a reasonable time. However, the Company by Special 

Resolution may authorize the board to issue such shares to those who 

are not existing shareholders. 
 

 

9. All new shares shall be subject to the provisions of these articles with 

reference to payment of calls, lien, transfer, transmission, forfeiture and 

otherwise. 

 

 

 

 CALLS ON SHARES 

 

 

10. Where a share imposes any obligation on the holder to pay an amount of 

money —  

 

(a) on a fixed date, the holder must pay that amount on that date;  

 

(b) when called on to do so by the board, the board may at any time give 

written notice to the holder requiring the payment to be made within a 

specified period of not less than twenty  working days, and the 

payment must be made in accordance  with that notice.  Any amount 

not paid by the due date shall carry interest at a rate fixed by the board 

Calls 
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not exceeding ten per cent per annum, accruing daily. The board may 

waive payment of interest. 

 

11. Joint holders of a share are jointly and severally liable for any payments to be 

made under Article 10 of these Articles.  

 

 

12. The company has a lien on every share to which paragraph (a) of Article 10 

applies, and on every distribution payable in respect of that share, for all 

amounts presently due and payable to the company in respect of that share.  

 

 

13. The company may sell in such manner as the board thinks fit, any shares on 

which the company has a lien, if—  

 

(a) the company has given written notice of its intention to do so to the 

shareholder; and  

 

(b) the shareholder has failed to make the payment in respect of which the 

lien has arisen, within ten working days of the giving of that notice.  

 

The transfer may be signed on behalf of the purchaser by any person 

appointed to do so by the board, and the purchaser shall be registered as the 

holder of the shares transferred and his title shall not be affected by any 

irregularity or invalidity in the sale.  

 

 

14. The proceeds of a sale under Article 13 of these Articles shall be received by 

the company and applied first in payment of the costs of sale, and then in 

payment of the amount in respect of which the lien arose. The remainder 

shall be paid to the person entitled to the shares, at the time of the sale.  

 

 

15. The company may grant financial assistance for the purchase of its shares in 

compliance with the provisions of section 70 of the Statutes. 

Financial 

assistance for 

purchase of 

shares  

  

INCREASE AND REDUCTION OF CAPITAL 

 

 

16. The Company may  

 

(a) by special resolution and in compliance with section 59 of the statutes 

reduce its stated capital to an amount it thinks appropriate. 

 

(b) agree to purchase or otherwise acquire its own shares in compliance 

with section 64 and 67 of the statutes. 

 

(c) issue redeemable shares and redeem the same in accordance with 

section 66, 68 and 69 of the statutes. 

 

Reduction of 

Capital 

 

 

 

        Purchase of      

own shares 

 

 

        Redeemable   

shares 

17. The Company may by ordinary resolution:- 

 

(a) Consolidate , divide and split all or any of its shares with the objective 

of reducing or increasing the number of issued shares. 

 

(b) Sub-divide and split its shares with the objective of increasing the 

number of issued shares (subject nevertheless to the provisions of the 

statutes) and so that the resolution whereby any share is sub-divided 

 

 

Power to 

consolidate 

Shares 

 

Power to cancel 

shares. 
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may determine that, as between the holders of the shares resulting from 

such sub-division one or more of the shares may have any such 

preferred or other special rights over, or may have such deferred rights 

or be subject to any such restrictions as compared with the others as 

the Company has power to attach to un-issued or new shares: 

 

           and may by special resolution  - 

 

(c) reduce any capital redemption reserve fund or any share premium 

account, in any manner authorized by the statutes. 

 

 

 

 

 

Power to 

 sub-divide 

shares.  

 

 

RENUNCIATION 
 

  

18. Nothing in these articles shall preclude the Board from recognizing and 

acting on a renunciation of the allotment of any share by the allottee thereof 

in favour of any other person. 

 

 

 

Renunciation of 

allotment.  

 DISTRIBUTIONS 

 

 

19. The company may make distributions to shareholders in accordance with 

section 56 of the Act. Subject to Article 20 of these articles, every dividend 

must be approved by the board and by an ordinary resolution of the 

shareholders. The board must be satisfied that the company will immediately 

after the distribution, satisfy the solvency test. The directors who vote in 

favour of the distribution must sign a certificate of their opinion to that effect. 

 

Distributions 

 

 

 

 

20. The board may from time to time approve the payment of an interim dividend 

to shareholders, where that appears to be justified by the company’s profits, 

without the need for approval by an ordinary resolution of the shareholders. 

The board must be satisfied that the company will immediately after the 

interim dividend is paid, satisfy the solvency test. The directors who vote in 

favour of the interim dividend must sign a certificate of their opinion to that 

effect. 

 

 

21. The company is deemed to have satisfied the solvency test if—  

 

(a) it is able to pay its debts as they fall due in the normal course of 

business; and  

 

(b) the value of its assets is greater than the sum of the value of its 

liabilities and its stated capital.  

 

 

 

 

Solvency test 

 SHARE REGISTER, SHARE CERTIFICATES AND TRANSFER AND 

TRANSMISSION OF SHARES 

 

 

22. The company must maintain a share register, which complies with section 

123 of the Act. The share register must be kept at the registered office of the 

company or at any other place in Sri Lanka, notice of which has been given 

to the Registrar in accordance with subsection (4) of section 124 of the Act.  

Share Register 

23. a) Where shares are to be transferred, a form of transfer signed by the  
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holder or by his legal representative and the transferee shall be delivered 

to the company.  

 

 b) Notwithstanding any provision in these Articles suggesting the contrary, 

shares listed on the Colombo Stock Exchange shall be freely transferable 

and registration of the transfer of such listed shares shall not be subject to 

any restriction, save and except to the extent required for compliance 

with statutory requirements. 

Transfer and 

registration of 

shares 

24. The board may resolve to refuse to register a transfer of a share within six 

weeks of receipt of the transfer, if any amount payable to the company in 

respect of the share is due but unpaid. If the board resolves to refuse to 

register a transfer for this reason, it must give notice of the refusal to the 

shareholder within one week of the date of the resolution.   

 

   

25. a) Where a joint holder of a share dies, the remaining holders shall be 

treated by the company as the holders of that share. Where the sole 

holder of a share dies, that shareholder’s legal representative shall be the 

only person recognised by the company as having any title to or interest 

in the share.  

 

b) The Company shall not register more than three persons as Joint holders 

(including the principal holder) of any shares (except in the case of 

executors, administrators or heirs of a deceased member) 

 

 

 

 

 

 

 

Joint 

Shareholding 

26. Any person who becomes entitled to a share as a consequence of the death, 

bankruptcy or insolvency or incapacity of a shareholder may be registered as 

the holder of that shareholder’s shares upon making a request in writing to 

the company to be so registered, accompanied by proof satisfactory to the 

board of that entitlement. The board may refuse to register a transfer under 

this article in the circumstances set out in Article 24 of these Articles.  

 

 

27. a) Where the company issues shares or the transfer of any shares is entered 

on the share register, the company must within two months complete 

and have ready for delivery a share certificate in respect of the shares.  

 

b) Every person whose name is entered as a Shareholder in the Register of 

Shareholders shall be entitled without payment to receive within two 

months after allotment or lodgment of a valid transfer (or within such 

other period as the terms of issue shall provide) one certificate for all his 

shares of any one class or upon payment for every certificate after the 

first, of such sum as the  Directors shall from time to time determine, 

several certificates for one or more shares  of any one class. Where a 

Shareholder transfers part only of the shares comprised in a certificate 

the old certificate shall be cancelled and a new certificate for the balance 

of such shares issued in lieu without charge. Every certificate shall be 

issued under the Seal of the Company and  bear the signatures of two 

Directors or of at least of one Director and the Secretary and shall 

specify the number of shares to which it relates and in the case of a share 

held jointly by several persons, the company shall not be bound to issue 

more than one certificate therefor and delivery of a certificate to one of 

such persons or his duly authorized representative shall be sufficient 

delivery to all. 

Issue of Share 

certificates 

 

 

Certificates.  

 MEETINGS OF SHAREHOLDERS  
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28. A meeting of shareholders may determine its own procedure, to the extent 

that it is not governed by these articles.  

 

  

 

 NOTICE OF MEETINGS 

 

 

29. Written notice of the time and place of a meeting of shareholders must be 

given to every shareholder entitled to receive notice of the meeting and to 

every director and the auditor of the company—  

 

(a)  not less than fifteen working days before the meeting, if the 

meeting is an Annual General Meeting or if it is intended to 

propose a resolution as a special resolution at the meeting;  

 

(b)  not less than ten working days before the meeting, in any 

other case. 

 

Notice 

30. The notice must set out—  

 

(a)  the nature of the business to be transacted at the meeting in 

sufficient detail to enable a shareholder to form a reasoned 

judgment in relation to it; and  

 

(b)  the text of any resolution to be submitted to the meeting.  

 

 

31. The accidental omission to give notice to or the non-receipt of notice by, any 

person entitled thereto shall not invalidate the proceedings at any General 

Meeting. 

 

Omission of 

Non-receipt of 

Notice.  

32. If a meeting of shareholders is adjourned for less than thirty days, it is not 

necessary to give notice of the time and place of the adjourned meeting, other 

than by announcement at the meeting which is adjourned.  

 

 

 

 METHODS OF HOLDING MEETINGS 

 

 

33. A meeting of shareholders may be held either—  

 

(a) by a number of shareholders who constitute a quorum, being    

assembled together at the place, date and time appointed for the  

meeting; or  

 

(b) by means of audio, or audio and visual communication by which all   

shareholders participating and constituting a quorum, can 

simultaneously hear each other throughout the meeting. 

 

 

 

 

 QUORUM 
 

 

34. Subject to Article 36 of these Articles, no business may be transacted at a 

meeting of shareholders if a quorum is not present.  

 

35. The quorum for a meeting of shareholders is present if the shareholders or 

their proxies are present who are between them able to exercise a majority of 

Quorum  
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the votes to be cast on the business to be transacted by the meeting. 

 

36. If a quorum is not present within thirty minutes after the time appointed for 

the meeting, the meeting is adjourned to the same day in the following week 

at the same time and place, or to such other date, time and place as the 

directors may appoint. If at the adjourned meeting, a quorum is not present 

within thirty minutes after the time appointed for the meeting, the 

shareholders present or their proxies shall be deemed to form a quorum.  

 

 

 

Adjournment if 

Quorum not 

present.  

 CHAIRMAN 

 

Amended on  

19th September 2019 

37. If the directors have elected a Chairman of the board, and the Chairman of 

the board is present at a meeting of shareholders, he or she must chair the 

meeting.  

 

 

Chairman 
Amended on  

19th September 2019 

38. If no Chairman of the board has been elected or if at any meeting of 

shareholders the Chairman of the board is not present within fifteen minutes 

of the time appointed for the commencement of the meeting, the shareholders 

present may choose one of their number to be Chairman of the meeting.  

 

 

Amended on  

19th September 2019 

 VOTING 

 

 

39. In the case of a meeting of shareholders held under paragraph (a) of Article 

33, unless a poll is demanded, voting at the meeting shall be by voting by 

voice; or a show of hands.  

 

Voting 

40. In the case of a meeting of shareholders held under paragraph (b) of Article 

33, unless a poll is demanded, voting at the meeting shall be by shareholders 

signifying individually their assent or dissent by voice.  

 

 

41. A declaration by the Chairman of the meeting that a resolution is carried by 

the requisite majority is conclusive evidence of that fact, unless a poll is 

demanded in accordance with Article 42.  

 

Amended on  

19th September 2019 

42. At a meeting of shareholders, a poll may be demanded by —  

 

(a)  not less than five shareholders having the right to vote at the 

meeting; or  

 

(b)  a shareholder or shareholders representing not less than ten 

per centum of the total voting rights of all shareholders 

having the right to vote at the meeting.  

 

 

43. A poll may be demanded either before or after the vote is taken on a 

resolution.  

 

 

44. If a poll is taken, votes must be counted according to the votes attached to the 

shares of each shareholder present and voting. On a poll a shareholder is 

entitled to one vote for each share held.  

 

 

45. The Chairman of a shareholders’ meeting is not entitled to a casting vote. Amended on  
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19th September 2019 

 PROXIES 

 

 

46. A shareholder may exercise the right to vote either by being present in person 

or by proxy.  

 

 

47. A proxy for a shareholder is entitled to attend and be heard at a meeting of 

shareholders as if the proxy were the shareholder.  

 

 

48. A proxy must be appointed by notice in writing signed by the shareholder. 

The notice must state whether the appointment is for a particular meeting, or 

for a specified term.  

 

 

49. No proxy is effective in relation to a meeting, unless a copy of the notice of 

appointment is given to the company not less than forty eight hours before 

the start of the meeting.  

 

 

50. An instrument appointing a proxy shall be in the following form or in a form 

as near thereto as circumstances admit;  

 

L O L C FINANCE PLC  

 

I/We ………………………………………………………………………….. 

of ……………………………….……………………………………….Being 

a…………………………………….…. Member/ members of the above 

named Company hereby appoint…………………………………………….. 

of …………………………………………..………….………………. failing 

him/her…………………………………….. of as my/our proxy to represent 

me/us and vote for me/us on my/our behalf at the Annual /Extraordinary (as 

the case may be) General Meeting of the Company to be hold on the  

…………………………. Day of …………..…. 20…………………… and at 

any adjournment thereof. 

 

Signed this ……………… day of …………..20……………….. 

Form of Proxy  

  

 

MINUTES 

 

 

51. The board must ensure that minutes are kept of all proceedings at meetings of 

shareholders.  

 

 

52. Minutes which have been signed correct by the Chairman of the meeting are 

prima facie evidence of the proceedings.  

 

Amended on  

19th September 2019 

 

 

53. 

 

 

SHAREHOLDERS PROPOSALS 

 

Shareholders entitled to do so may give notice of the resolution to the 

company in accordance with section 142 of the Act and it shall be the duty of 

the company to give notice of the resolution or circulate the statement, or 

both, as the case may be, in accordance with section 142. The company is not 

required to give notice of a resolution or circulate a statement in the 

circumstances set out in subsections (4) or (5) of section 142.  
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54. CORPORATIONS MAY ACT BY REPRESENTATIVES 

 

A body corporate which is a shareholder may appoint a representative to 

attend a meeting of shareholders on its behalf in the same manner as it could 

appoint a proxy. Such appointment of the representative must be 

communicated to the Company (with such documentary evidence as is 

required by the Company) not less than forty eight hours before the meeting. 

 

 

 

 

 

55. 

 

VOTES OF JOINT HOLDERS 

 

Where two or more persons are registered as the holder of a share, the vote of 

the person named first in the share register and voting on a matter, shall be 

accepted to the exclusion of the votes of the other joint holders.  

 

 

 

 

 

 

56. 

LOSS OF VOTING RIGHT IF CALLS UNPAID 

 

If a sum due to a company in respect of a share has not been paid, that share 

may not be voted at a shareholders’ meeting other than a meeting of an 

interest group.  

 

 

 

 ANNUAL GENERAL MEETINGS AND EXTRAORDINARY 

GENERAL MEETINGS OF SHAREHOLDERS 

 

 

57. Subject to Article 58 and 59 of these Articles, the board must call an annual 

meeting of the company to be held —  

 

(a) once in each calendar year;  

 

(b) not later than six months after the balance sheet date of the company;    

       and  

 

(c) not later than fifteen months after the previous annual meeting.  

 

The meeting must be held on the date on which it is called to be held.  

 

 

 

58. The company need not hold its first annual meeting in the calendar year of its 

incorporation, but must hold that meeting within eighteen months of its 

incorporation.   

 

 

59. An extraordinary meeting of shareholders entitled to vote on an issue may be 

called at any time by the board, and must be called by the board on the 

written request of shareholders holding shares, carrying not less that ten per 

centum of votes which may be cast on that issue.  

 

60. A resolution in writing signed by not less than eighty-five per centum of the 

shareholders entitled to vote on the resolution at a meeting of shareholders, 

who together hold not less than eighty-five per centum of the votes entitled to 

be cast on that resolution, is as valid as if it had been passed at meeting of 
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those shareholders. The Company need not hold an annual meeting if every 

thing required to be done at the meeting (by resolution of otherwise) is done 

by resolution and is in accordance with this clause.  

 

61. Within five working days of a resolution being passed under Article 60 of 

these Articles, the company must send a copy of the resolution to every 

shareholder who did not sign it.  

 

 

62. A resolution may be passed under Article 60 of these Articles without any 

prior notice being given to shareholders.  

 

 

 

 VOTING IN INTEREST GROUPS 

 

 

63. 

 

 

Where the company proposes to take action which affects the rights attached 

to shares within the meaning of section 99 of the Act, the action may not be 

taken unless it is approved by a special resolution of each interest group, as 

defined in the Act.  

 

 

 

 

 

 

64. 

SHAREHOLDERS ENTITLED TO RECEIVE DISTRIBUTIONS, 

EXERCISE PREEMPTIVE RIGHTS, AND ATTEND AND VOTE AT 

MEETINGS 

 

The shareholders who are entitled to receive notice of a meeting of 

shareholders for any purpose shall be —  

 

 (a)  if the board fixes a date for the purpose, those shareholders 

whose names are registered in the share register on that date;  

 

  (b)  if the board does not fix a date for the purpose, those 

shareholders whose names are registered in the share register 

at the close of business on the day immediately preceding the 

day on which the notice is given.  

 

 

65. A date fixed under Article 64 of these Articles should not precede by more 

than thirty working days, the date on which the meeting is to be held.  

 

 

66. Before a meeting of shareholders, the company may prepare a list of 

shareholders entitled to receive notice of the meeting arranged in alphabetical 

order, and showing the number of shares held by each shareholder—  

 

(a) if a date has been fixed under article 61 of this article, not later than ten 

working days after that date; or  

 

(b) if no such date has been fixed, at the close of business on the day 

immediately preceding the date on which the notice is given.  

 

 

67. A person named in a list prepared under Article 66 of these Articles is 

entitled to attend the meeting and vote in respect of the shares shown 

opposite his name in person or by proxy, except to the extent that—  

  

(a) that person has, since the date on which the shareholders entitled to 

receive notice of the meeting were determined, transferred any of his 

shares to some other person; and  
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the transferee of those shares has been registered as the holder of those 

shares, and has requested before the commencement of the meeting that his 

or her name be entered on the list prepared under Article 66.  

 

68. A shareholder may examine a list prepared under Article 66 during normal 

business hours, at the registered office of the company.  

 

 

 

 APPOINTMENT AND REMOVAL OF DIRECTORS 

 

 

69. The directors shall not be less than five or more than thirteen in number. 

 

 

70. The board shall have the power at any time and from time to time to appoint 

any person to be a director either to fill a casual vacancy or as an additional 

director, but so that the total number of directors shall not at any time exceed 

the maximum number fixed by these Articles.  Any director so appointed 

shall hold office until the next annual general meeting and shall then be 

eligible for re-election, but shall not be taken into account in determining the 

number of directors who are to retire by rotation at such meeting. 

 

 

71. A director may also be appointed or removed by ordinary resolution passed at 

a meeting called for the purpose or by a written resolution in accordance with 

Article 60. The shareholders may only vote on a resolution to appoint a 

director if—  

 

a. the resolution is for the appointment of one director; or  

 

b. the resolution is a single resolution for the appointment of  two or more 

persons as directors, and a separate resolution  that it be so voted on has 

first been passed without a vote  being cast against it.  

 

 

72. A director may resign by delivering a signed written notice of  resignation to 

the registered office of the company. Subject to section  208 of the Act, the 

notice is effective when it is received at the registered  office or at any later 

time specified in the notice.  

 

 

73. A director vacates office if he—  

 

 (a)  resigns in accordance with Article 72 of these Articles;  

 

 (b)  is removed from office in accordance with the provisions of 

the Act or these articles;  

  

 (c)  becomes disqualified from being a director pursuant to 

section 202 of the Act;  

 

(d) dies; or  

 

(e) vacates office pursuant to subsection (2) of section 210 of  

the Act, on the ground of his age.  

 

(f) (being required to hold any qualification) does not obtain his 

qualification within two months after his appointment, or at 

any time thereafter ceases to hold his qualification, and so 
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that a director vacating office under this provision shall be 

incapable of being re-appointed a director until he shall have 

obtained his qualification; 

 

(g) be requested in writing by a majority of his co-directors to 

resign 

 

(h) be removed from office by a resolution of the Company 

under the provisions of these Articles. 

 

(i) becomes disqualified in terms of the Finance Companies Act 

No. 78 of 1988 

 

(j) is ineligible to hold the post of Director in terms of any 

directions issued under the Finance Companies Act No. 78 of 

1988 including the Finance Companies (Corporate 

Governance) Direction No. 3 of 2008 

 

74. The Board may appoint from its members a Chairman and Deputy Chairman 

as may be required from time to time. The Chairman shall be a Non-

executive Director.  The Board shall also have power of removal of such 

office holders.   

 

However, in the absence of the Chairman, the members of the Board shall 

appoint a Non-Executive Director to preside at meetings of the Board.  

 

 

Chairman and 

Deputy 

Chairman 

 
Amended on  

19th September 2019 

 

 

75. 

RETIREMENT  OF DIRECTORS 
 

At the first Annual General Meeting of the Company all Directors shall retire 

from office and at the Annual General Meeting in every subsequent year one 

third of the Directors for the time being or the number nearest one third shall 

retire from office.  A director retiring at a meeting shall retain office until the 

close of the meeting including any adjournment thereof, and shall be eligible 

for reelection.  

 

 

 

 POWER AND DUTIES OF DIRECTORS 

 

 

76. Subject to section 185 of the Act which relates to major transactions, the 

business and affairs of the company shall be managed by or under the 

direction or supervision of the board. The board shall have all the powers 

necessary for managing and for directing and supervising the management of 

the business and affairs of the company.  

 

 

77. The board may delegate to a committee of directors or to a director or 

employee any of its powers which it is permitted to delegate under section 

186 of the Act.  

 

78. The directors have the duties set out in the Act, and in particular—  

 

a) each director must act in good faith and in what he believes 

to be in the best interest of the Company 

  

b) no director shall act or agree to the company to act, in a 

manner that contravenes any provisions of the Act or these 

 



 14 

articles. 

 

 

 

 INTERESTED DIRECTORS 

 

 

79. 

 

A director who is interested in a transaction to which the company is a party 

must disclose that interest in accordance with section 192 of the Act.  

 

 

80. Subject to Article 81, a director of a company is interested in a transaction to 

which the company is a party, if the director—  

 

(a)  is a party to or will or may derive a material financial benefit 

from the transaction;  

 

(b)  has a material financial interest in another party to the 

transaction;  

 

(c)  is a director, officer or trustee of another party to, or person 

who will or may derive a material financial benefit from the 

transaction, not being a party or person that is—  

 (i)  the company’s holding company, being a holding 

company of which the company is a wholly-owned 

subsidiary;  

  

 (ii) a wholly-owned subsidiary of the company; or  

 

 (iii)  a wholly-owned subsidiary of a holding company of 

which the company is also a wholly-owned 

subsidiary;  

 

(d)  is the parent, child or spouse of another party to or person 

who will or may derive a material financial benefit from the 

transaction; or  

 

(e) is otherwise directly or indirectly materially interested in the    

              transaction.  

 

 

81. A director of a company is not interested in a transaction to which the 

company is a party, if the transaction comprises only the giving by the 

company of security to a third party which has no connection with the 

director, at the request of the third party, in respect of a debt or obligation of 

the company for which the director or another person has personally assumed 

responsibility in whole or in part, under a guarantee, indemnity or by the 

deposit of a security.  

 

 

 

82. Article 80 of these Articles does not apply to any remuneration or other 

benefit given to a director in accordance with section 216 of the Act, or, to 

any insurance or indemnity provided in accordance with section 218 of the 

Act.  

 

 

83. A director of a company who is interested in a transaction entered into or to 

be entered into by the company, shall not —  
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 (a)  vote on a matter relating to the transaction;  

 

 (b)  attend a meeting of directors at which a matter relating to the 

transaction arises and be included among the directors 

present at the meeting for the purpose of a quorum;  

 

 (c)  sign a document relating to the transaction on behalf of the 

company; and  

 

 (d)  do any other thing in his capacity as a director in relation to 

the transaction, as if he were not interested in the transaction. 

  
84. A director of a company who has information in his capacity as a director or 

employee of the company which would not otherwise be available to him, 

must not disclose that information to any person or make use of or act on the 

information, except—  

 

 

 (a)  for the purposes of the company;  

 

 (b)  as required by law; or  

 

 (c)  in accordance with clause 82 of this article.  

 

 

85. A director of a company may disclose, make use of or act on information if— 

  

 (a)  the director is first authorized to do so by the board under 

Article 86 of these Articles; and  

 

(b) particulars of the authorization are entered in the interests     

            register.  

 

 

86. The board may authorize a director to disclose, make use of or act on 

information, if it is satisfied that to do so will not be likely to prejudice the 

company.  

 

 

87. A director must disclose all dealings in shares of the company in which he 

has a relevant interest, in accordance with sections 198, 199 and 200 of the 

Act.  

 

 

 

 PROCEDURE AT MEETINGS OF DIRECTORS 

 

 

88. Articles 89 to 106 sets out the procedure to be followed at meetings of 

directors. 

 

 

89. A meeting of directors may determine its own procedure, to the extent that it 

is not governed by these articles.  

 

 

90. The directors may elect one of their number to be the Chairman of the board 

and may determine the period for which the Chairman is to hold office.  

 

Amended on  

19th September 2019 

91 If no Chairman is elected or if at a meeting of the Board the Chairman is not 

present within five minutes after the time appointed for the commencement 

of the meeting, the directors present may choose one of their number to be 

Amended on  

19th September 2019 
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Chairman of the meeting subject to Article 74 of this Articles of Association.  

 

 

 

 
ALTERNATE DIRECTORS 

 

 

92. Any Director who is abroad or about to go abroad   may at any time by notice 

in writing left at the office appoint any person approved by the Board to be 

an Alternate Director of the Company to act in his place during his absence 

abroad and the following provisions of this article shall apply to any person 

so appointed. 

 

 

 REMUNERATION OF DIRECTORS 

 

 

93. The Board may determine by ordinary resolution the remuneration and other 

benefits of directors in compliance with the provisions of section 216 of the 

statutes.   

 

 

 

 NOTICE OF MEETING 

 

 

94. A director, the secretary or if requested by a director to do so, an employee of 

the company, may convene a meeting of the board by giving notice in 

accordance with this article.  

 

 

 

95. A notice of at least 7 days shall be given of a regular board meeting to 

provide all directors an opportunity to attend. For all other board meetings, a 

reasonable notice shall be given. 

 

 

96. An irregularity in the notice of a meeting is waived if all directors entitled to 

receive notice of the meeting attend the meeting without protest as to the 

irregularity or if all directors entitled to receive notice of the meeting agree to 

the waiver. 

 

 

 

 METHODS OF HOLDING MEETINGS 

 

 

97. A meeting of the board may be held either—  

 

 (a)  by a number of the directors who constitute a quorum being 

assembled together at the place, date and time appointed for 

the meeting; or  

 

 (b)  by means of audio or audio and visual communication by 

which all directors participating and constituting a quorum 

can simultaneously hear each other throughout the meeting.  

 

An expression by a director of consent or dissent to a resolution by means of 

a communication by telephone or any other means of visual or oral 

communication shall be ratified by a resolution circulated by facsimile by the 

Company Secretary/director setting out such decisions and deemed for all 

intents and purposes to be the equivalent to such a director signing the 

resolution. 
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 QUORUM 

 

 

98. A quorum for a meeting of the board is a majority of the directors provided 

that half of such a quorum is made up of non-executive directors.  

  

 

99. No business may be transacted at a meeting of directors if a quorum is not 

present. 

 

 

 VOTING 

 

 

100. Every director has one vote. The Chairman will have a casting vote. 

 

Amended on  

19th September 2019 

101. A resolution of the board is passed if it is agreed to by all directors present 

without dissent or if a majority of the votes cast on it are in favour of it.  

 

 

102. A director present at a meeting of the board is presumed to have agreed to 

and to have voted in favour of a resolution of the board, unless he or she 

expressly dissents from or votes against the resolution at the meeting.  

 

 

 

 

 MINUTES 

 

 

103. The board must ensure that minutes are kept of all proceedings at meetings of 

the board.  

 

 

 

 

 RESOLUTION IN WRITING  

 

 

104. A resolution in writing signed or assented to by the majority of the directors 

in Sri Lanka as at the date of the resolution, is as valid and effective as if it 

had been passed at a meeting of the board duly convened and held.  

 

 

105. Any such resolution may consist of several documents (including facsimile or 

other similar means of communication) in like form, each signed or assented 

to by one or more directors.  

 

 

106. A copy of any such resolution must be entered in the minute book of board 

proceedings.  

 

 

 

 

 MANAGING DIRECTOR AND OTHER EXECUTIVE DIRECTORS 

 

 

107. The board may from time to time appoint a director as managing director for 

such period and on such terms as it thinks fit.  

 

 

108 

 

Subject to the terms of a managing director’s appointment, the board may at 

any time cancel an appointment of a director as managing director.  

 

 

109. A director who holds office as managing director ceases to hold office as 

managing director, if he ceases to be a director of the company.  
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110.. The managing director shall be paid such remuneration as may  be agreed 

between him and the board. His remuneration may be by way of salary, 

commission, participation in profits or any combination of these methods or 

any other method of fixing remuneration. 

 

 

111. The board may delegate to the managing director, subject to any conditions 

or restrictions which they consider appropriate, any of their powers which 

can be lawfully delegated. Any such delegation may at any time be 

withdrawn or varied by the board. The delegation of a power of the board to 

the managing director does not prevent the exercise of the power by the 

board, unless the terms of the delegation expressly provide otherwise.  

 

112 A director other than the managing director who is employed by the company 

shall be paid such remuneration as may be agreed to between him and the 

board. His remuneration may be by way of salary, commission, participation 

in profits or any combination of these methods or any other method of fixing 

remuneration.  

 

 

 

 

 BORROWING POWERS 

 

 

113. The Board may exercise all the powers of the Company to borrow money and 

may mortgage or charge its undertaking ,  property and uncalled capital, and 

issue debentures, debenture-stock, convertible loan stock and other securities 

whether outright or as collateral security for any debt, liability or obligation 

of the Company or of any third party.  

 

 

 

 

 SECRETARY 

 

 

114. The company must at all times have a secretary.   

115. The board may appoint the secretary for such term and on such conditions as 

it thinks fit. The remuneration of the secretary shall be agreed to by the board 

and the secretary.  

 

 

116. The board may remove the secretary.  

 

 

 

 

117. The secretary may not be —  

 

(a) the sole director of the company; or  

 

(b) a corporation, the sole director of which is the sole director of the 

company.  

 

 

118. Where the Act or these articles require something to be done by a director 

and the secretary, it is not satisfied by the same person doing that thing acting 

in both capacities.  
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 ACCOUNTING RECORDS, FINANCIAL STATEMENTS, AUDIT  

 

 

119. The board must ensure that the company keeps accounting records which—  

 

(a) correctly record and explain the company’s transactions;  

 

(b) will at any time enable the financial position of the company to be 

determined with reasonable accuracy; 

 

(c) will enable the board to prepare financial statements in accordance 

with the Act; and  

 

(d) will enable the financial statements of the company to be readily and 

properly audited. 

 

 

120 The accounting records must comply with subsection (2) of section 148 of 

the Act. 

 

 

121. The board shall ensure that within six months after the balance sheet date of 

the company, financial statements which comply with section 151 of the Act 

(and if applicable, group financial statements which comply with section 153 

of the Act) are completed in relation to that balance sheet date and are dated 

and signed on behalf of the board by two directors or if the company has only 

one director, by that director.  

 

 

122. At every annual meeting, the company must appoint an auditor for the 

following year in accordance with section 154 of the Act. An auditor who is 

appointed at an annual meeting is deemed to be reappointed at the following 

annual meeting, unless —  

 

 (a)  he is not qualified for re-appointment;  

 

 (b)  the company resolves at that meeting to appoint another 

person in his place; or  

 

(c) the auditor has given notice to the company that he does not     

                         wish to be re-appointed.  

 

123. The board must within six months after the balance sheet date of the 

company, prepare an annual report on the affairs of the company during the 

accounting period ending on that date which complies with section 166 of the 

Act. The board must send a copy of the annual report to every shareholder 

not less than twenty working days before the date fixed for holding the 

annual meeting of shareholders.  

 

 

 

 DIVIDENDS 

 

 

124. The Company may subject to compliance with the provisions of section 60 of 

the Statutes and Article 125 below by ordinary resolution declare dividends, 

but no dividend shall be payable in excess of the amount recommended by 

the Board or otherwise than out of profits. 
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125. Any income derived from the investments of the Company or any part 

thereof may be treated as profits and dealt with and distributed by way of 

dividend, without obligation to make provision for any depreciation in the 

capital value of the investments. 

 

 

126. Subject to the rights of  a person, (if any) entitled to shares with special rights 

as to dividend, all dividends shall be declared and paid according to the 

amounts paid on the shares in respect whereof the dividend is paid, but (for 

the purposes of this article only) no amount paid on a share in advance of 

calls shall be treated as paid on the shares.  All dividends shall be 

apportioned and paid pro rata according to the amounts paid on the shares 

during any portion or portions of the period in respect of which the dividend 

is paid, but if any share is issued on terms providing that it shall rank for 

dividend as from a particular date, such share shall rank for dividend 

accordingly.       

 

 

127. If and so far as in the opinion of the Board the profits of the Company justify 

such payments, the Board may pay the fixed cumulative preferential 

dividends on any class of shares carrying a fixed cumulative preferential 

dividend expressed to be payable on fixed dates on the half yearly or other 

dates (if any) prescribed for the payment thereof by these presents or by the 

terms of issue of the shares, and subject thereto may also from time to time 

pay to the holders of any other class of shares interim dividends thereon of 

such amounts and on such dates as they think fit.  

 

 

128. No dividend or other monies payable on or in respect of a share shall bear 

interest as against the Company. 

 

 

129. The Board may deduct from any dividend or other monies payable to any 

member on or in respect of a share all sums of money (if any) authorised by 

these presents to be deducted there from.  

 

 

130. The Board may retain any dividend or other monies payable on or in respect 

of a share on which the Company has a lien, and may apply the same in or 

towards satisfaction of the debts, liabilities or engagements in respect of 

which the lien exists.  

 

 

131. The Board may retain dividends payable upon shares in respect of which any 

person is under the provisions as to the transmission of shares hereinbefore 

contained entitled to become a member, or which any person under those 

provisions is entitled to transfer until such person has become a member in 

respect of such shares or shall duly transfer the same.  

 

132. The payment by the Board of any unclaimed dividend or other moneys 

payable on or in respect of a share into a separate account shall not constitute 

the Company a trustee in respect thereof and any dividend unclaimed after a 

period of six (6) years from the date of declaration of such dividend may be 

forfeited and if so forfeited shall then revert to the Company.  All unclaimed 

dividends may be invested or otherwise made use of by the Board for the 

benefit of the Company until claimed. 

 

 

133.  Any dividend or other money payable in cash or in respect of a share may be 

paid by cheque or warrant sent through the post to the registered address of 

the member or person entitled thereto, or as otherwise directed in writing by 

such members or person, or if several persons are registered as joint holders 

of the shares or are entitled thereto in consequence of the death or bankruptcy 
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of the holder, to any of such persons or to such person and such address as 

such person may be writing direct.  Every such cheque or warrant shall be 

made payable to the order of the person to whom it is sent or to such person 

as the holder or joint holders or the person or persons entitled to the share in 

consequence of the death or bankruptcy of the holder may direct, and 

payment of the cheque or warrant if purporting to be endorsed shall be good 

discharge to the Company.  Every such cheque or warrant shall be sent at the 

risk of the person entitled to the money represented thereby. 
 

 

 RESOLUTION TO APPOINT LIQUIDATOR 
 

 

134. The shareholders may resolve to wind up the company voluntarily by special 

resolution.  

 

 

 

 DISTRIBUTION OF SURPLUS ASSETS 

 

 

135. The surplus assets of the company available for distribution to shareholders 

after all creditors of the company have been paid, shall be distributed in 

proportion to the number of shares held by each shareholder, subject to the 

terms of issue of any shares.  

 

 

136. The liquidator may with the approval of a special resolution, divide the 

surplus assets of the company among the shareholders in kind. For this 

purpose he may set such value as he considers fair on any property to be 

divided, and may determine how the division will be carried out as between 

the shareholders or different classes of shareholders.  

 

 

 

 DOCUMENTS TO BE KEPT BY COMPANY 

 

 

137. The company must keep at its registered office or at some other place notice 

of which has been given to the Registrar in accordance with subsection (4) of 

section 116 of the Act, the following documents :—  

 

 (a)  the certificate of incorporation and the articles of the   

                           company;  

 

 (b)  minutes of all meetings and resolutions of shareholders 

within the last ten years;  

 

             (c)        an interest register,  

 

 (d)  minutes of all meetings and resolutions of directors and 

directors’ committees within the last ten years;  

 

 (e)  certificates given by directors under the Act within the last  

                           ten years;  

 

(f)  the register of directors and secretaries required to be kept 

under section 223 of the Act;  

 

 (g  copies of all written communication to all shareholders or all 

holders of the same class of shares during the last ten years, 
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including annual reports prepared under article 120;  

 

 (h)  copies of all financial statements and group financial 

statements required to be completed under the Act for the 

last ten completed accounting periods of the company;  

 

 (i)  the copies of instruments creating or evidencing charges and 

the register of charges required to be kept under sections 109 

and 110 of the Act;  

 

 (j)  the share register required to be kept under section 123 of the 

Act; and  

 

 (k)  the accounting records required by section 148 of the Act for 

the current accounting period and for the last ten completed 

accounting periods of the company.  

 

 

138. The references in Article 137 of this article to “ten years” and to “ten 

completed accounting periods” shall include such lesser periods as the 

Registrar may approve, by notice in writing to the company.   

 

 

 

 RIGHTS OF DIRECTORS AND SHAREHOLDERS  

 

 

139 The directors of the company are entitled to have access to the company’s 

records in accordance with section 118 of the Act.  

 

 

140. A shareholder of the company is entitled—  

 

(a)  to inspect the documents referred to in section 119 of the 

Act, in the manner specified in section 121 of the Act; and  

 

(b)  to require copies of or extracts from any document which he 

may inspect, within five working days of making a request in 

writing for the copy or extract, on payment of any reasonable 

copying and administration fee determined by the company. 

The fee may be determined by any director or by the 

secretary, subject to any directions from the board.  

 

 

 NAME OF THE COMPANY 

 

 

141. The company may change its name by special resolution in accordance with 

section 8 of the Act.  

 

 

 

 NOTICES 
 

 

142. a) Where the company is required to send any document to a shareholder 

or to give notice of any matter to a shareholder, it shall be sufficient for 

the company to send the document or notice to the registered address of 

the shareholder by ordinary post. Any document or notice so sent is 

deemed to have been received by the shareholder within three working 

days of the posting of a properly addressed and prepaid letter containing 

the document or notice.  
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b) where notice is given by an advertisement, such advertisement, shall be 

published in Sinhala, Tamil and English national daily newspapers 

 

143. Any member whose registered address is not within Sri Lanka may name an 

address within Sri Lanka which for the purpose of notice, shall be considered 

as his registered address 

 

144. A document may be sent or notice given by the company to the joint holders 

of a share, by giving the notice to the holder first named on the share register 

in respect of the share.  

 

 

145. 

 

 

 

 

Where a shareholder has died or has become bankrupt or insolvent, the 

company may continue to send all notices and documents in respect of his 

shares addressed to him at his registered address, notwithstanding that some 

other person has by reason of the death, bankruptcy or insolvency, become 

entitled to those shares, or may send any notice or document to an address to 

which that other person requests the company to send such notices.  

 

 

146. A copy of every notice or document sent to all shareholders must be sent to 

the auditor of the company.  

 

 

 

 

 INSURANCE AND INDEMNITY 

 

 

147. 1) The Company may indemnify a Director or employee of the company, 

for any costs incurred by him in any proceeding – 

 

a) that relates to liability for any act or omission in his capacity as a 

Director or employee; and  

 

b) in which judgment is given in his favour or in which he is acquitted 

or which is discontinued or in which he is granted relief under 

Section 526 of the Companies Act. No. 7 of 2007”. 

 

2) The Company may with the prior approval of the Board, effect insurance 

for a Director or employee of the Company in respect of  

 

a) liability not being a criminal liability for any act or omission in his 

capacity as a Director or employee of the Company; 

 

b) costs incurred by that Director or employee in defending or settling 

any claim or proceeding relating to such liability; or 

 

c) costs incurred by that Director or employee in defending any 

criminal proceedings relating to his capacity as a Director or 

employee, in which he is acquitted. 

 

 

 

148. The company may indemnify a director or employee in circumstances where  
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clause 144 does not apply, to the extent permitted by subsection (3) of section 

218 of the Act, if the board considers it appropriate to do so.  

 

 

 

 CONTRACTS AND COMPANY SEAL 

 

 

149. 1) A contract or other enforceable obligation may be entered into by a 

company as follows: 

 

a) an obligation which, if entered into by a natural person is required 

by law to be in writing signed by that person and be notarially 

attested, may be entered into on behalf of the Company in writing 

signed under the name of the Company by – 

 

(i) two Directors of the Company, as authorized by a resolution 

of the Board and placing the Company Seal  

 

(ii) any one Director and Secretary of the Company as authorized 

by a resolution of the Board and placing the Company Seal 

 

(iii) any other person as authorized by a resolution of the Board. 

 

(iv) one or more Attorneys appointed by the Board authorizing to 

enter into such obligation 

 

and be notarially executed; 

 

b) an obligation which, if entered into by a natural person is required 

by law to be in writing and signed by that person, may be entered 

into on behalf of the Company in writing signed by two Directors 

of the Company, as authorized by a Resolution of the Board and 

placing the Company Seal or by any one Director and Secretary of 

the Company as authorized by a resolution of the Board and 

placing the Company Seal or by a person authorized by a 

resolution of the Board; or one or more Attorneys enter into such 

obligation. 

 

c) an obligation which if entered into by a natural person is not 

required  by law to be in writing, may be entered into on behalf of 

the company in writing or orally by a Director or a person 

authorized by a  resolution of the Board. 

 

d) The provisions of Article 149(1) shall apply to a contract or other 

obligation – 

 

(i) whether or not that contract or obligation is entered into in Sri 

Lanka; and  

 

(ii) whether or not the law governing the contract or obligation is 

the    law of Sri Lanka.  

 

e) For the purpose of this section, the Company may use a 

generally recognized  abbreviation of any word in the name, 
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unless it is misleading to do so. 

 

2) (a) The Board shall provide for the safe custody of the Seal and the Seal 

shall only be used by the authority of the Board or of a committee of 

directors authorised by the Board in that behalf.  Subject to the 

provisions of the next succeeding sub-paragraph the seal of the 

Company shall not be affixed to any deed, certificate for shares, 

stock, debenture-stock or other form of security or other instrument 

except in the presence of two or more of the Directors or of one 

Director and the Secretary who shall attest the sealing thereof.   Such 

attestation on the part of the Secretary, in the event of a firm being 

the secretaries, shall be signified by a partner or duly authorised 

agent of the said firm signing the firm name or for and on behalf of 

the said firm as such secretaries.  In the event of a Company being 

the secretary, such attestation shall be signified by a director or the 

secretary or the duly authorised agent of such company signing for 

and on behalf of such company as secretaries.  The sealing shall not 

be attested by one person in the dual capacity of Director and 

secretary or representative of the secretaries. 

 

(b) Where the Board shall so resolve in the case of certificates for shares 

of the Company (which shall not however be deemed to include letters 

of allotment issued under the signature of the secretary on behalf of 

the Company) or in the case of certificates for debentures, debenture-

stock, loan stock or other forms of security (other than securities 

created by deed for which provision is made in the preceding sub-

paragraph of this article) attest or attests the sealing thereof may, with 

the approval and subject to the control of the auditors or the transfer-

auditors or the bankers of the Company, be in the form of an 

autographic signature stamped or printed or impressed by manual or 

mechanical  means thereon. 

 

(c) Any document sealed in accordance with the foregoing provisions of 

this Article shall be presumed to have been executed by the Company. 

 

 

150 ISSUE OF DEBENTURES 
 

(i) Any bonds, debentures, debenture stock, convertible loan stock or 

other securities issued or to be issued by the Company shall be under 

the control of the Directors, who may issue them upon such terms and 

conditions and in such manner and for such consideration as they shall 

consider to be for the benefit of the Company. 

 

(ii) The Directors may issue Debentures according to the terms of issue 

which may be irredeemable or redeemable only on the happening of a 

contingency, however remote, or on the expiration of a period 

however long; the Debentures may be cancelled or may be re-issued 

either by the Company re-issuing the same Debentures or by issuing 

of other Debentures in their place. The provisions of Section 84 of the 

Act shall be applicable to the issue of Debentures. 

 

(iii) Debentures, debenture –stock and other securities may be made 

assignable free from any equities between the Company and the 

person to whom the same may be issued. 

 



 26 

 

 

 (iv)  Any debentures, debenture-stock, bonds or other securities may be 

issued at a discount, premium, or otherwise and with any special 

privileges as to redemption, surrender, drawings, allotment of shares, 

attending and voting at General  Meetings of the Company, 

appointment of Directors and otherwise. 

 

(v) All certificates for debentures, debenture-stock, convertible loan stock 

or other securities issued in terms of this Article shall be under the 

Common Seal of the Company and bear the signature of two Directors 

or at least of one Director and the Secretary. 

 

 

 

151. COMPLIANCE WITH LISTING RULES 

 

 

 Notwithstanding anything to the contrary contained in the Articles of 

Association of the Company, so long as the Company is listed on the 

Colombo Stock Exchange, the Company shall comply with the Rules of the 

Colombo Stock Exchange and the Central Depository System, which shall 

be in force from time to time. 

 

 

   

 

These Articles of Association of the Company were approved by the shareholders by Special 

Resolution dated 28th February 2011 in substitution for and to the exclusion of all the existing 

rules thereof. 

 

 

 

 

 

Sgd. Mrs R L Nanayakkara 

       Chairman 
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Annex “C”  

L O L C DEVELOPMENT FINANCE PLC 

Amalgamation of L O L C Development Finance PLC (amalgamating company) with LOLC 

Finance PLC (amalgamated company) 

 

CERTIFICATE REQUIRED UNDER SUB SECTION (2) OF SECTION 241  

OF THE COMPANIES ACT NO.7 OF 2007 

 

We being the Directors of L O L C Development Finance PLC, hereby certify that in our 

opinion, the conditions set out in Section 241(1)(a) and (b) are satisfied for the reasons given 

below : 

 

(1) the amalgamation of the Company with LOLC Finance PLC, is in the best interests of 

the Company for the  following reasons; 

 

(i) The amalgamation is carried out in line with the Financial Sector Consolidation 

Plan  - 2014 as announced by the Central Bank of Sri Lanka, which is applicable 

to the amalgamating companies, thereby being compliant with the Regulator’s 

requirements. 

 

(ii) The proposed amalgamated company will be able to achieve higher levels of 

fiscal and management efficiency in the operations. Currently both companies 

have the infrastructure in place for compliance, risk management, accounting, 

operations and IT – and in the amalgamated entity these functions will be 

consolidated and administer more efficiently. This would result in economies of 

scale, better risk management, cost effective administration, prudent tax 

management etc. which would ultimately be accrued to the benefit of all the 

shareholders. 

 

(iii) The amalgamated entity will be in a better position to pursue more growth 

opportunities due to the extended geographical reach. Further this will strengthen 

financial position enhancing fund raising capabilities at the amalgamated entity 

level both via equity and debt through strategic partners and financial institutions 

subject to applicable laws, rules and regulations. 

 

(iv) The proposed amalgamation would extend an opportunity to the current minority 

shareholders of the respective companies to be shareholders of an entity (the 

Company) which will own a diversified lending portfolio with an extended 

geographical footprint, thereby benefitting from the above mentioned synergies of 

the proposed amalgamation; 

and  

[Cont…d 2/] 
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(2) the Board is satisfied, that the Amalgamated Company will immediately after the said 

amalgamation becomes effective, satisfy the Solvency Test based on Section 57 read 

together with Section 242 (6) of the Companies Act No. 07 of 2007, as the said company 

would be able to pay its debts as they become due in the normal course of business and 

the value of the said company’s assets will be greater than the value of the liabilities of 

the said company. 

 

 

Signed on this 4th January 2023. 

 

 
W D K Jayawardena    Sgd. 

 

 

W A R Kumara     Sgd. 

 

 

A J L Peiris     Sgd. 

 

 

T Sanakan     Sgd. 

 

 

S Lankathilake     Sgd. 
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LOLC FINANCE PLC 

Amalgamation of LOLC Development Finance PLC (amalgamating company) with LOLC Finance 

PLC (amalgamated company) 

 

CERTIFICATE REQUIRED UNDER SUB SECTION (2) OF SECTION 241  

OF THE COMPANIES ACT NO.7 OF 2007 

 

We being the Directors of LOLC Finance PLC, hereby certify that in our opinion, the 

conditions set out in Section 241(1)(a) and (b) are satisfied for the reasons given below : 

 

(1) the amalgamation of LOLC Development Finance PLC with the Company, is in the 

best interests of the Company for the  following reasons; 

 

(i) The amalgamation is carried out in line with the Financial Sector Consolidation 

Plan  - 2014 as announced by the Central Bank of Sri Lanka, which is applicable 

to the amalgamating companies, thereby being compliant with the Regulator’s 

requirements. 

 

(ii) The proposed amalgamated company will be able to achieve higher levels of 

fiscal and management efficiency in the operations. Currently both companies 

have the infrastructure in place for compliance, risk management, accounting, 

operations and IT – and in the amalgamated entity these functions will be 

consolidated and administer more efficiently. This would result in economies of 

scale, better risk management, cost effective administration, prudent tax 

management etc. which would ultimately be accrued to the benefit of all the 

shareholders. 

 

(iii) The amalgamated entity will be in a better position to pursue more growth 

opportunities due to the extended geographical reach. Further this will strengthen 

financial position enhancing fund raising capabilities at the amalgamated entity 

level both via equity and debt through strategic partners and financial institutions 

subject to applicable laws, rules and regulations. 

 

(iv) The proposed amalgamation would extend an opportunity to the current minority 

shareholders of the respective companies to be shareholders of an entity (the 

Company) which will own a diversified lending portfolio with an extended 

geographical footprint, thereby benefitting from the above mentioned synergies of 

the proposed amalgamation; 

and  

[Cont…d 2/] 
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(2) the Board is satisfied, that the Amalgamated Company will immediately after the said 

amalgamation becomes effective, satisfy the Solvency Test based on Section 57 read 

together with Section 242 (6) of the Companies Act No. 07 of 2007, as the said company 

would be able to pay its debts as they become due in the normal course of business and 

the value of the said company’s assets will be greater than the value of the liabilities of 

the said company. 

 

 

Signed on this 4th January 2023. 

 

 
F K C P N Dias     Sgd. 

 

D M D K Thilakaratne     Sgd. 

 

K U Amarasinghe    Sgd. 

 

B C G De Zylva    Sgd. 

 

P A Wijeratne     Sgd. 

 

K Sundararaj     Sgd. 
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L O L C DEVELOPMENT FINANCE PLC 

Amalgamation of L O L C Development Finance PLC (amalgamating company) with LOLC 

Finance PLC (amalgamated company) 

 
STATEMENT OF ANY MATERIAL INTERESTS OF ANY DIRECTOR IN THE AMALGAMATION PROPOSAL  

AS REQUIRED BY SUB SECTION (3)(d) OF SECTION 241 OF THE COMPANIES ACT NO.7 OF 2007 
 

 

We being the Directors of L O L C Development Finance PLC, hereby certify in terms of sub section 

(3) (d) of Section 241 of the Companies Act No. 07 of 2007, that we have no material interest in the 

Amalgamation Proposal whether in our capacity as Directors or otherwise, except that Mr. W D K 

Jayawardena is also the Managing Director of the ultimate holding company (LOLC Holdings PLC) of 

the Amalgamated Company.   

 

  

 

 

Signed on 4th January 2023 

 

 

 

W D K Jayawardena    Sgd. 

 

 

W A R Kumara     Sgd. 

 

 

A J L Peiris     Sgd. 

 

 

T Sanakan     Sgd. 

 

 

S Lankathilake     Sgd. 
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L O L C FINANCE PLC 

Amalgamation of L O L C Development Finance PLC (amalgamating company) with LOLC 

Finance PLC (amalgamated company)  

 
STATEMENT OF ANY MATERIAL INTERESTS OF ANY DIRECTOR IN THE AMALGAMATION PROPOSAL  

AS REQUIRED BY SUB SECTION (3)(d) OF SECTION 241 OF THE COMPANIES ACT NO.7 OF 2007 
 

 

We being the Directors of L O L C Finance PLC, hereby certify in terms of sub section (3) (d) of 

Section 241 of the Companies Act No. 07 of 2007, that we have no material interest in the Amalgamation 

Proposal whether in our capacity as Directors or otherwise, except that Mr. F K C P N Dias and Mrs. K U 

Amarasinghe are Non-Executive Director and Executive Director respectively, of the ultimate holding 

company, LOLC Holdings PLC.   

 

  

 

Signed on this 4th January 2023. 

 

 
F K C P N Dias     Sgd. 

 

D M D K Thilakaratne     Sgd. 

 

K U Amarasinghe    Sgd. 

 

B C G De Zylva    Sgd. 

 

P A Wijeratne     Sgd. 

 

K Sundararaj     Sgd. 
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IMPORTANT – Rights of a dissenting shareholder in terms of Section 93 of the Companies Act 

In respect of the Special Resolutions set out in the Notice of Meeting, we set out below the rights of a 

dissenting shareholder as enumerated in sections 92, 93, 94 and 95 of the Act: 

1)  A shareholder who casts all the votes against the resolution shall be entitled to in 

writing to require the company within 10 working days of the passing of the 

resolution at the meeting of shareholders to require the company to purchase those 

shares. 

 

2) Within 20 working days of receiving the written notice the Board shall agree to 

purchase the shares either by the Company or arrange for some other person to agree 

to purchase the shares in terms of Section 94(2) of the Act. 

 

3) The Board shall give notice in writing within 5 working days nominating a fair and 

reasonable price at which the shares would be purchased. 

 

4) Upon receipt of the notice by the dissenting shareholder the shares are deemed to 

have been purchased by the Company. 

 

5) A dissenting shareholder who considers that the price nominated by the Board is not 

fair or reasonable, shall forthwith give a notice of objection to the Company. 

 

6) If within 10 working days of giving  notice to a dissenting shareholder an  objection 

is not received by the Company, the Company shall forthwith pay the price 

nominated by it to the dissenting shareholder. 

 

7) If within 10 working days of giving notice to a dissenting shareholder an objection 

to the price has been received by the Company, the Company shall within 5 working 

days refer the question as to what amounts to a “fair and reasonable price” to the 

Auditors of the Company. Upon such reference the Auditors shall expeditiously 

determine the “fair and reasonable price”. 

 

8) Where the Company fails to refer the matter to the Company’s Auditors or the 

dissenting shareholder is not satisfied with the price determined by the Auditors he 

may apply to Court to appoint a fit and proper person to determine a fair and 

reasonable price for the shares. 

 

9) The Court may appoint such person as it may think fit to make such determination.” 
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Terms of engagement  
 
SC Securities (Pvt) Limited (“SC Securities”) was appointed by LOLC Finance PLC (“the Company” or 
“LOFC”) regarding the amalgamation between of LOLC Development Finance PLC (“NIFL”) and LOFC, 
in relation to its proposed amalgamation as per the CSE listing rule 5.11.3 (1) A. (the "Engagement”)’.  
 
SC Securities is to undertake a valuation of LOFC as of 6th December 2022(“Valuation Date”). The valuation 
analysis is to be used by the Board of Directors of LOFC for internal decision purposes with regard to the 
stated purpose. 
 
This report sets out the valuation analysis which has been prepared in accordance with SC Securities’ 
internal procedures. 
 
This report is prepared only for the Board of Directors of LOLC to fulfill your obligations outlined in Rule 
5.11.3 (1) A of the Listing rules.  
 
SC Securities has given a range of values by providing an independent fair value range of the share, based 
on a number of methodologies. It will be the Management’s prerogative to select a value for the 
respective purpose. SC Securities will not be responsible for the ultimate selection of the value. Any 
decision by LOFC regarding whether or not to proceed with the internal decision shall rest solely with 
LOFC.  
 
This report is based on publicly available information gathered by SC Securities which it has not 
independently verified. However, SC Securities has used its insights on the company and industry to carry 
out the forecasts. Hence, where there are forecasts, the information sources include “SC Securities 
research”. SC Securities nor affiliated partnerships or bodies corporate, nor the directors, shareholders, 
managers, partners, employees, consultants or agents of any of them, makes any representation or 
warranty, expressly or implied, as to the accuracy, reasonableness or completeness of the information 
contained in the valuation report. 
 
All such parties and entities expressly disclaim any and all liability for or based on or relating to any such 
information contained herein, or errors or omissions from this report or based on or relating to the use 
of this report. 
 
Further, LOFC agrees to indemnify and hold harmless SC Securities, its directors, employees and agents 
from and against any and all costs, expenses, losses, claims, demands, actions, suits or proceedings paid, 
incurred or suffered by or made or initiated against them or any of them by any third party arising out of 
or in connection with this engagement, except to the extent that any such costs, expenses, claims, 
demands, actions, suits or proceedings arise from our willful default. In any event, our liability would be 
restricted to a maximum of one time our fees.  This Valuation report  will be valid for a period of three 
months from the date of issuance, however, subject to there being no material changes to the parameters 
impacting the operations of LOFC and NIFL. 
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9th December 2022 

Board of Directors  

LOLC Finance PLC  

100/1, Sri Jayewardenepura Mawatha,  

Rajagiriya.  

 

Dear Sirs,  

 

INDEPENDENT OPINION TO THE SHAREHOLDERS OF LOLC FINANCE PLC ON THE AMALGAMATION OF LOLC 

FINANCE PLC AND LOLC DEVELOPMENT FINANCE PLC  

 

We refer to the request dated30th November 2022appointing SC Securities (Pvt) Limited (“SC Securities”) 

to act as the Independent Advisor to the Board of Directors of LOLC Finance PLC (“the Company” or 

“LOFC”) regarding the amalgamation between LOLC Development Finance PLC (“NIFL”) and LOFC, 

pursuant to a decision taken by the Board of Directors of the Company to conduct an independent 

valuation for this purpose. 

 

SC Securities is pleased to forward herewith an “Independent Opinion” assessing the fairness of the 

Reference price range of a share of the Surviving Amalgamated entity LOFC as part of our Mandate. We 

have also carried out an “Independent Opinion” assessing the fairness of the Reference price range of a 

share of the Amalgamating entity i.e. NIFL.  

 

We believe SC Securities possesses the requisite expertise to perform a valuation and provide an opinion 

of this nature. We are confident that the information contained therein is sufficient to you as the Board 

of Directors of LOFC to fulfill your obligations outlined in Rule 5.11.3 (1) A of the Listing Rules. Should you 

require any clarification in this regard, please do not hesitate to contact us.  

 

Yours faithfully,  

 

(Sgd.)  

 

Roshantha Fernando 

CEO, SC Securities (Pvt) Limited 
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1.0 Background to the Amalgamation 
 

The boards of Directors of LOFC and NIFL have decided to Amalgamate. Following which, in terms of the  
Master Plan for Consolidation of Non-Bank Financial Institutions (“NBFI”), the Central Bank of Sri Lanka 
granted its approval in principle on 24.08.2022for an amalgamation between LOFC and NIFL. The 
amalgamation is carried out in line with the Master Plan for Consolidation of NBFI Sector as announced 
by the Central Bank of Sri Lanka. 
 
The surviving amalgamated company is expected to achieve higher levels of fiscal and management 
efficiency in its operations resulting in economies of scale, better risk management, cost effective 
administration, branch rationalization, and prudent tax management etc. which would ultimately be 
accrued to the benefit of all the shareholders. The surviving amalgamated entity will be in a better position 
to pursue more growth opportunities due to the larger capital base, extended geographical reach, 
operational efficiencies and cost savings. Furthermore, the amalgamation will strengthen the financial 
position and enhance fund raising capabilities at the Company level through both equity and debt via 
strategic partners. 
 

The details of the amalgamation are presented below.  

NIFL  

  Description Number of Shares 

1  Current number of Ordinary Shares 356,914,911 

  Preference shares N/A                    

  Total 356,914,911 

      

2 
Number of new shares to be issued to existing NIFL 
shareholders upon amalgamation To be determined by the BOD  

     

3 Proportion of the share exchange To be determined by the BOD 
      

4 Remaining entity post amalgamation  LOLC Finance PLC 
      

 

LOFC 

  Description Number of Shares 

1  Current number of Ordinary Shares 19,251,334,334 

  Preference shares N/A                    

  Total 19,251,334,334 
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Reference Price Range for the surviving amalgamated entity i.e. LOFC 

SC Securities has arrived at a Reference Price range per share for LOFC within the range of LKR 3.84–16.04 
per share. This can be used to calculate the proportion of shares with regard to the share swap between 
LOFC and NIFL. This Reference Price range has been arrived at by adopting multiple valuation methods 
which have been discussed in detail in Section 5 of this report. The Reference price per LOFC share can be 
determined and finalized by the Board of Directors and if within the range of LKR 3.84– 16.04 per share 
for the surviving amalgamated entity is considered to be fair and reasonable. 
 

Reference Price Range for the amalgamating entity i.e. NIFL 

SC Securities has arrived at a Reference Price range per share for NIFL within the range of LKR 150.00–

379.20 per share. This can be used to calculate the proportion of shares with regard to the share swap 

between LOFC and NIFL. This Reference Price range has been arrived at by adopting multiple valuation 

methods which have been discussed in detail in Section 5 of this report. The Reference price per NIFL 

share can be determined and finalized by the Board of Directors and if within the range of LKR 150.00- 

379.20 per share for the amalgamating entity is considered to be fair and reasonable. 

 

2.0   Sources of Information 

 

In formulating the independent opinion with regard to the Amalgamation Offer (hereinafter referred to 

as the “Independent Opinion”), SC Securities has referred to the following sources of information 

 

 Annual Reports of LOFC and NIFL for the Financial Years ended March 31, 2021 and 2022 

 Interim Reports of LOFC and NIFL for the quarter ended September 30th 2022 

 Annual and Interim Reports of listed local peers within the NBFI Sector 

 Information and explanations provided by the Management of LOFC and NIFL. This refers to the 

broad financial targets for FY23E provided by the management for both companies. Trading 

related information available on the Colombo Stock Exchange  

 ICRA Lanka Rating Reports 2022 

 Other publicly available information 

 

SC Securities is of the view that the information sources listed above were adequate to facilitate an 

informed view of the Amalgamation Offer and to provide a reasonable basis for our opinion stated herein.  

Furthermore, it should be noted that SC Securities has not carried out an independent verification of the 

publicly available information on LOFC and NIFL and/or other available information. Also, no 

investigations were carried out on the business affairs of NIFL and LOFC. In addition, no information has 

come to the attention of SC Securities to believe that the facts and data set forth in the Report are 

incorrect. 

Tax consequences for the shareholders of NIFL accepting the Offer, which would depend on individual 

circumstances, have not been taken into consideration in formulating the Independent Opinion herein. 
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3.0 LOLC Finance PLC- The Company 

LOFC was set up in 2001 and established initially as a wholly owned subsidiary of LOLC Holdings (“LOLC”). 

The Company was listed on the Colombo Stock Exchange in July 2011 in line with the directions issued by 

the Central Bank of Sri Lanka. At point of listing LOLC divested 10% of its shareholding in LOFC. The LOLC 

Group holds 94.62% shareholding in LOFC as at 30thSeptember 2022. LOFC is one of the largest NBFIs in 

the country. LOFC merged with Commercial Leasing & Finance PLC (CLC) to become the largest Non-

Banking Financial Institution in Sri Lanka with effect from 31st March 2022 (source: ICRA Lanka rating 

report on LOFC dated June 23, 2022 and LOFC Interim Financial Statements as at 30th September 

2022).This merger also conforms to The Central Bank of Sri Lanka (CBSL)’s Master Plan for Consolidation 

of Non-Bank Financial Institutions Sector to stabilize the financial sector even further. In March 2022CLC 

merged with Sinhaputhra Finance PLC (SFL) under the Consolidation Master Plan. The mergers resulted in 

strong synergies and created market leadership positions across product lines for LOFC. 

The LOLC Group is one of the largest diversified conglomerates in Sri Lanka and has interests in financial 

services, insurance, manufacturing, trading, plantations, renewable energy and leisure sectors. The LOLC 

Group has a long track record as a leading player in the Sri Lankan NBFI sector and made its initial 

investment into Cambodia in 2007. Since then the Group has established a footprint in many countries 

including Cambodia, Myanmar, Indonesia, Philippines, Pakistan, South East Asia, Central Asia and Africa. 

LOLC Finance is a financial services provider to the micro, small and medium enterprises supporting 

agriculture, manufacturing, transportation, tourism, exports and other sectors. The Company commands 

a network of 217 branches and a customer base of over 600,000.  

LOFC recorded a strong financial performance during FY22 where Net Earnings recorded at LKR 16.95 Bn 

vs. LKR 4.37 Bn in FY21. Further Net Earnings recorded LKR 3.19Bn in 1H FY23 (-0.82% YoY). LOFC’s 

Financial Position is strong with an Asset base of LKR 333.5 Bn as at 30th September2022. Core Capital 

Adequacy Ratio was recorded at 20.33% as at30thSeptember2022 and is well above the regulatory 

requirement of 10.0%. Total Capital Adequacy Ratio stood at 20.25% as at 30thSeptember 2022, well above 

the minimum requirement of 14.0%.  
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Financial Performance 

 

Source: Annual & Interim Reports 
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Source: Annual & Interim Reports 
*Note - Trailing 12 months EPS is taken for the quarters 1 and 2 of FY 2023 
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Financial Forecast 

Key Assumptions 

 The forecast for FY23 includes the contribution of CLC which was merged with LOFC with effect 

from 31st March 2022 and does include the potential contribution from NIFL. LOFC’s network 

consists of 217 branches and the amalgamation with CLC resulted in 84 branches being added. 

 Finance leases are expected to be broadly flat in FY23 in comparison to FY22 as the main focus is 

expected to be on curtailing the Non Performing Loan (NPL) rate and provisioning through 

effective recovery procedures 

 Loans and Advances are expected to grow 5.18%YoY in FY23 mainly led by growth in gold loans. 

Company strategy is focused on a robust recovery drive rather than growing the lending portfolio 

 Interest Income is expected to increase 133.49% YoY in FY23 

 Deposits are expected to grow 17.5% YoY in FY23 and Interest Expenses are expected to increase 

386.15% YoY as a result of repricing of the fixed deposit portfolio 

 Net Interest Income is expected to grow 28.40% YoY to LKR 27.72Bn 

 Allowance for Impairment and Write-Offs is assumed to increase 136.89% YoY to LKR 7.09Bn due 

to a higher amount of NPAs on account of the economic crisis 

 Personnel expenses are expected to increase 60.55% YoY to LKR 5.72Bn 

 Effective Income Tax has been assumed at 4.5% in line with FY22 where tax credit was received 

as the result of the LOFC- CLC merger 

 

Source: Annual & Interim Reports & SC Securities research1 

                                                           
1 In preparing this report, SC Securities used publicly available information. The information sources are provided 
in Section 2.0 of the report. Further, no claims from the management were used in the preparation of the report 
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4.0 LOLC Development Finance PLC  

LOLC Development Finance PLC (NIFL) was formerly known as BRAC Lanka Finance PLC which established 

its operations as an NGO in 2004 to serve the tsunami affected community. Subsequently, along with LOLC 

as a joint venture, it acquired Nanda Finance PLC (incorporated in 1961) to extend microfinance.  

In 2014, the Company became a wholly owned subsidiary of Commercial Leasing & Finance PLC (CLC) 

which is a 99% owned subsidiary of LOLC Group ( LOLC), when BRAC International divested its holding. In 

May 2017, NIFL raised additional capital amounting to LKR 1.3 Bn by way of a Rights Issue which was fully 

subscribed by LOLC. Post the Rights Issue, LOLC became the largest shareholder with a 55.6% holding, 

while CLC held 44.3% share. Following the amalgamation of LOFC with CLC, NIFL’s major shareholder is 

LOLC Ceylon Holdings PLC (70.26%) while LOLC Finance PLC held 29.56% as at 30thSeptember 2022.  

NIFL caters to the bottom of the pyramid of the micro lending segment in the country and has expanded 

its portfolio from micro loans to include individual customized solutions including SME loans, home 

improvement loans, and leasing. 

Net Interest Income in FY22 increased 32.48% YoY to LKR3.79 Bn and Net Earnings increased 149.82% YoY 

to LKR388.39 Mn. NIFL’slending portfolio stood at LKR 19.68 Bn as at 30thSeptember2022 and NIFL’s Asset 

base stood at LKR23.0Bn as at 30thSeptember 2022. Core Capital Adequacy Ratio recorded at 17.85% well 

above the minimum requirement of 8.50% and Total Capital Adequacy Ratio stood at 17.85%, above the 

minimum requirement of 12.50% as at 30thSeptember 2022. 

The Company announced a LKR1.57 Bn Rights Issue to be compliant with the Capital Adequacy Ratio 

prescribed by the Central Bank of Sri Lanka in May 2022. The Rights Issue was on the basis of 1 new for 

every two Ordinary Voting shares held at LKR 13.25 per share which was completed by listing 118.97 Mn 

shares on 22nd August 2022. 

Current Shareholding Structure 

The shareholding structure is provided below.  

 

 

 

 

 

 

 

 

LOLC Ceylon Holdings PLC LOLC Finance PLC Others  

LOLC Development Finance PLC 

0.18 % 70.26 % 29.56 % 
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Financial Performance

 

 

 

 
 
 

Source: Annual & Interim Reports 
*Note - Trailing 12 months EPS is taken for the quarters 1 and 2 of FY 2023 
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Financial Forecast  

Key Assumptions 

 The forecast for FY23 for NIFL assumes that the merger with LOFC is yet to be completed 

 Finance leases and loans are expected to be broadly flat in FY23 in comparison to FY22 as the 

main focus is expected to be on curtailing the NPL rate and provisioning through effective 

recovery procedures 

 Net loans and Advances are expected to grow by only 1.7% YoY in FY23 for NIFL given its focus on 

micro lending to the lower income segments.  

 Interest Income is expected to increase by 44.6% YoY in FY23, whereas interest expenses are 

expected to rise by 154.6% YoYas a result of reprising of the fixed deposit portfolio. 

 Due to the sharp increase in policy rates the Net Interest Margin (NIM) is estimated to compress 

to around 17.7% in FY23 from 18.7% in FY22 

 Deposits are expected to grow by 35.0% YoY in FY23 

 Net Interest Income is expected to grow at 6.0% YoY to LKR 4.47Bn.  

 The Allowance for Impairment and Write-Offs is assumed to increase by 3.1% YoY to LKR 1.49 Bn 

 The provision coverage is expected to remain at 80% in FY23, similar to FY22 

 Other operating expenses are expected to rise by 17.4% YoY to LKR 1.34 Bn  

 Effective Income Tax has been assumed at 30% in FY23 

 

Source: Annual & Interim Reports & SC Securities research2 

 

                                                           
2 In preparing this report, SC Securities used publicly available information. The information sources are provided 
in Section 2.0 of the report. Further, no claims from the management were used in the preparation of the report 
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5.0 Valuations  

5.1 Determination of Reference Price for LOFC 

SC Securities through this Report has attempted to establish a reasonable and fair Reference price range 

for the share of the surviving amalgamated entity reflected in figure 1.  

 

In order to value an Ordinary Share of LOFC, SC Securities has considered the following valuation 

techniques; 

1. Price to Book Value (PBV) Based Valuation 

2. Forward Price Earnings Ratio (PER) Based Valuation 

3. Market Price Based Valuation 

The Valuation of an Ordinary Share of LOFCand the relative merits and demerits of the adopted 

approaches are discussed below. 

 

5.1.1 Price to Book Value (PBV) Based Valuation 

 

Price to Book Value ratio is calculated as; 

                                PBV =   Market Value of an Ordinary Share 

                                                 Net Asset Value per Share 

 

The ratio is used to determine the extent of the premium/discount paid by investors on the Book Value 

of a share of an entity. The Book Value of shares is multiplied by an appropriate PBV ratio in order to arrive 

at the Market Value of the Company. This approach is commonly used in valuing asset heavy companies 

including the NBFI sector due to the significance of Book Value in determining the ability to generate 

future income. The value of an Ordinary Share of LOFC has been computed using the average PBV Ratio 

of peers operating within the NBFI sector in Sri Lanka.  

Figure 1- Price to Book Value Based Valuation 
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As reflected in figure 2, using the Diversified Financials sector PBV Ratio of 1.09x, LOFC’s value is estimated 

at LKR 4.91 per share. Based on the above valuation, the price of LKR 4.91 per share for the Ordinary 

Shares of LOFC represents a premium of 9.00% to LOFC’s Net Asset Value as at 30thSeptember 2022. 
 

Figure 2- Diversified Financials Sector Valuation  

 
 

Note 
Market prices are as at 06th December 2022 and for the PE calculations trailing 12 months earnings were 

considered. 
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5.1.2 Forward Price to Earnings Ratio (PER) Based Valuation 

 

Forward Price to Earnings Ratio is calculated as; 

                                  Forward PER = Market value of an ordinary share 

                                                                 Forecasted Earnings per share 

 

Based on this valuation approach, a Company’s earnings are multiplied by an appropriate Price Earnings 

Ratio in order to arrive at the Market Value of the Company’s equity. 

As reflected in figure 2, using the NBFI sector peer average Price to Earnings Ratio of 6.63x, LOFC’s 

valuation based on the Peer average PER is estimated at LKR 3.84 per share.  

Figure 3- Price to Earnings Ratio based Valuation 

 

 

The Amalgamation Offer will positively impact shareholders of LOFC considering the factors listed below.  

 Higher levels of fiscal and management efficiency in the operations  

 Cost efficiencies through rationalization of branch network and staff strength and centralization 

of key administrative functions  

 Diversification of the customer base with the addition of the lowest end of the micro lending 

segment of the country 

 NIFL’s Total Asset base stands at LKR 23.0Bn as at 30thSeptember 2022 and Trailing 12 months 

ROE recorded c.5%. The amalgamation enhances profitability and will drive shareholder returns 

 The amalgamation supports the Master Plan for Consolidation of NBFI as announced by the 

Central Bank of Sri Lanka. 

 

 

5.1.3 Market price based / Volume Weighted Average Price (VWAP) Based Valuation 

 

We have considered the Share Price of LOFC over the last 12-months to arrive at a Market price Based 

Valuation. We have considered a period starting from the 6thof December 2021 until the 5thof December 

2022. 

 



17 
 

Figure 4- LOFC- Share Price over the 12-month period from 6thof December2021 to 5thof December2022 

 

Source: Colombo Stock Exchange trading data as at 6th of December 2022 access via CSE website (www.CSE.lk) on 06th December 2022 

As depicted above, the Ordinary Share price of LOFC has remained between LKR 5.00 – LKR 30.20 from 

6thof December 2021 to 5thof December 2022. The Volume Weighted Average Price (VWAP) was recorded 

at LKR 16.04per share during the period from6thof December 2021 to 5thof December 2022. Hence, we 

assign a value of LKR 16.04per share for LOFC based on the Market Price Based Valuation method. 

The High, Low and Closing Prices of LOFC shares from FY20 to FY22 are depicted in the table below. 

LOLC Finance PLC 

All figures in LKR FY20 FY21 FY22 

Year to Date 
(01.01.2022-
05.12.2022) 

Highest Price  4.40 9.70 39.90 30.20 

Lowest Price  2.20 3.60 5.70 5.00 

Closing Price  2.20 5.60 14.20 8.00 
Source: CSE website (www.cse.lk)  

The Amalgamation Offer will positively impact shareholders of LOFC considering the factors listed 

below. 

• Higher levels of fiscal and management efficiency in the operations 

• Cost efficiencies through rationalization of branch network and staff strength and centralization 

of key administrative functions 

• Enhance profitability and drive shareholder returns 

The amalgamation supports the Master Plan for Consolidation of NBFI as announced by the Central Bank 

of Sri Lanka. 
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5.2 Determination of Reference Price for NIFL 

SC Securities through this Report has attempted to establish a reasonable and fair Reference price range 

for the share of the amalgamating entity reflected in figure 5. 

 

In order to value an Ordinary Share of NIFL, SC Securities has considered the following valuation 

techniques; 

1. Price to Book Value (PBV) Based Valuation  

2. Forward Price Earnings Ratio (PER) Based Valuation  

3. Market Price (VWAP) Based Valuation 

 

The Valuation of an Ordinary Share of NIFL and the relative merits and demerits of the adopted 

approaches are discussed below. 

 

5.2.1 Price to Book Value (PBV) Based Valuation 

 

The value of an Ordinary Share of NIFL has been computed using the average PBV Ratio of peers operating 

within the NBFI sector in Sri Lanka. 

Figure 5- Price to Book Value Based Valuation 

 

 

As reflected in figure 2, using the Diversified Financials Price to Book Value Ratio of1.09, NIFL’s value is 

estimated at LKR 13.65 per share. Based on the above valuation, the price of LKR 13.65 per share for the 

Ordinary Shares of NIFL represents a premium of 9.00% to NIFL’s Net Asset Value as at30th September 

2022. However, considering that the Valuation Price is significantly below the Trading Price range during 

the past 12 month period from 6th December 2021 to 6th December 2022, we believe there should be a 

floor to the Valuation, based on the lowest trading price during this period.  Hence, we establish a lower 

limit to the Valuation range of LKR 150.00. Please note that the forecasted values are subject to the 

viability and feasibility of the current operating environment continuing till 31st March 2023. 
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5.2.2 Forward Price to Earnings Ratio (PER) Based Valuation 
 

Price to Earnings Ratio is calculated as; 

                                     Forward PER = Market value of an ordinary share 

                                                                           Earnings per share 

Based on this valuation approach, a Company’s earnings are multiplied by an appropriate Price Earnings 

Ratio in order to arrive at the Market Value of the Company’s equity. As reflected in figure 2, using the 

Diversified Financials sector Price to Earnings Ratio of 6.63x, NIFL’s value is estimated at LKR 4.02 per 

share. However, considering that the Valuation Price is significantly below the Trading Price range during 

the past 12 month period from 6th December 2021 to 6th December 2022, we believe there should be a 

floor to the Valuation, based on the lowest trading price during this period.  Hence, we establish a lower 

limit to the Valuation range of LKR 150.00. Please note that the forecasted values are subject to the 

viability and feasibility of the current operating environment continuing till 31st March 2023. 

Figure 6- Price to Earnings Ratio Based Valuation 

 

 

5.2.3 Market price based / Volume Weighted Average Price (VWAP) Based Valuation 

 

We have considered the Share Price of NIFL over the last 12-months to arrive at a Market Price Based 

Valuation.  Share prices have been adjusted retrospectively from the XR date of the rights issue on 5th July 

2022. Hence, we have considered a period starting from the 6thof December 2021until the 6thof December 

2022. 
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Figure 7- NIFL- Share Price over the 12-months period from 6th of December 2021until the6th of 

December 2022. 

 

 
 
Source: Colombo Stock Exchange trading data as at 6th of December 2022 access via CSE website (www.CSE.lk) on 06th December 2022 

As depicted above, the Ordinary Share price of NIFL has remained between LKR 150.00 – LKR 518.50 from 

6th of December 2021 until the 6th of December 2022. The Volume Weighted Average Price (VWAP) was 

recorded at LKR 379.20 per share during the period from 6th of December 2021 until the 6th of December 

2022. Hence, we assign a value of LKR 379.20 per share for NIFL based on the Market Price Based Valuation 

method. 

 

The High, Low and Closing Price of NIFL shares since FY20 are depicted in the table below. 

All figures in LKR FY20 FY21 FY22 

Year to Date 
(01.01.2022-
06.12.2022) 

Highest Price  54.00 133.00 773.25 518..50 

Lowest Price  27.00 28.00 53.00 150.00 

Closing Price  34.30 69.90 201.00 501.50 
Source:  CSE website (www.cse.lk)  

The Amalgamation Offer will positively impact shareholders of NIFLas a result of the potential synergies 

that will materialize with the amalgamation. Post amalgamation the Management will focus on cost 

rationalization strategies, consolidation of branch network, staff, systems and centralization of key 

administrative functions. This will result in cost savings, increased profitability and enhanced shareholder 

value. 
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6.0 Other Considerations 

 

Some of the qualitative factors that should be considered by shareholders when evaluating the 

amalgamation of NIFL with LOFC are discussed below. 

1. Amalgamation strengthens the financial position of LOFC stakeholders  

Central Bank of Sri Lanka highlighted the importance of amalgamations within the NBFI sector in 

June 2020 and May 2021. Sector consolidation was initially proposed in 2013 by the Central Bank 

to ensure enhanced financial system stability and to spearhead economic growth. The main 

objectives of sector consolidation which also positively impact the amalgamation of NIFL and LOFC 

include; 

 Enhancing the resilience and addressing the existing weaknesses through the creation of 

a large capital base  

 Strengthening the financial position and enhancing fund raising capabilities at the 

Company level both via equity and debt through strategic partners  

  Increasing potential to finance large-scale transactions  

 Widening the range of financial services provided  

  Improving the efficiency and profitability 

 

2. Cost rationalization in terms of branch network and staff strength through synergies between 

NIFL and LOFC. LOFC’s stakeholders can benefit from consolidation of branch network, staff, 

systems etc. which will result in cost savings and enhanced profitability.  

 

3. Stronger market position as a combined entity with the backing from the Ultimate Parent of LOFC.  

 

LOLC is one of the Largest, Established Conglomerates in Sri Lanka (source: ICRA Lanka Rating 

report on LOLC Holdings PLC dated June 21, 2022) with an Asset base of LKR 1,702.43 Bn as on 

30th September 2022. The financial services sector generated a Profit before Tax (PBT) of LKR 

46.19 Bn in FY22 and added 55.13% to Group PBT. The financial services sector generated a PBT 

of LKR 11.66 Bn in the 6M ended September 2022 and contributed 64.5% to Group PBT. LOLC’s 

diversified portfolio of investments in the NBFI sector in Sri Lanka includes LOFC, Commercial 

Leasing & Finance (CLC) and NIFL. LOFC amalgamated with CLC under the NBFI sector 

consolidation plan announced by the Central Bank of Sri Lanka. The newly merged LOLC Finance 

has a large branch network with 217 branches and an active customer base of over 600,000. LOLC 

also has regional presence In Asian markets; Cambodia, Myanmar, Indonesia, Philippines and 

Pakistan while also having presence in the African and Central Asian region. NIFL is a listed local 

player in the NBFI sector with an Asset base of LKR 23.0Bn as of September 30th 2022. 

Amalgamating with a leading industry player within the LOLC Group is consequently expected to 

result in the Shareholders of NIFL securing an equity stake in a larger and more profitable Entity, 

with a higher return on equity and a much stronger capital base. 

 

4. The proposed surviving amalgamated Company will be able to achieve higher levels of fiscal and 

management efficiency in its operations. Currently both companies have the infrastructure in 

place for compliance, risk management, accounting, operations and IT. These functions will be 
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consolidated and administered more efficiently in the amalgamated entity. This would result in 

economies of scale, better risk management, cost effective administration, prudent tax 

management etc. which would ultimately be accrued to the benefit of all the shareholders. 
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7.0 Summary and Recommendation 

 

7.1 Summary and Recommendation – LOFC Reference Price 

A summary of the valuations estimated in Section 5.0 are represented in the graph below.  

Figure 8- Valuation Summary – Value per Share (LKR) 

 

The Reference Price Range Proposed by SC Securities for the surviving amalgamated Entity is LKR3.84 – 

LKR16.04 per Share of LOFC. This has been arrived at considering the Price to Book Value based Valuation 

method, Price to Earnings based Valuation method and Market price based Valuation method. In addition 

to the quantitative factors presented above, attention is drawn to Section 6.0, “Other Considerations”, 

which highlights the qualitative aspects of the amalgamation that may be evaluated by the shareholders 

in making an informed decision on the amalgamation.  

Based on the Net Asset Value of LKR 4.51 per share, the Price to Book Value Ratio based on the Diversified 

Financials sector Price to Book Value Ratio of 1.09x was assigned to arrive at LKR4.91.  

As reflected in figure 2, using the Diversified Financials sector Price to Earnings Ratio of 6.63x, LOFC’s 

valuation based on the Diversified Financials sector PER is estimated at LKR 3.84 per share. Further, using 

the Volume Weighted Average Price method, LOFC’s valuation is estimated at LKR 16.04 per share.  

The valuation range of LKR 3.84 – LKR 16.04 per share, the Premiums based on the valuations and the 

relevant qualitative factors are discussed in Sections 5.0 & 6.0. SC Securities is of the opinion that, the 

Reference Price range is reasonable and fair to the Shareholders of LOFC in the current context. 

The above is only an opinion formulated by SC Securities considering the analysis carried out based on the 

information obtained through the sources indicated in Section 2.0 of this Report. Any material information 

that have either not been disclosed in the said source documents or have taken place subsequent to the 

corresponding reporting periods may have a significant impact on the recommendation made bySC 

Securities. 
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7.2 Summary and Recommendation – NIFL Reference Price 

A summary of the valuations estimated in Section 5.0 are represented in the graph below.  

Figure 9- Valuation Summary – Value per Share (LKR) 

 

The Reference Price Range Proposed by SC Securities for the amalgamating Entity is LKR150.00– 

LKR379.20 per Share of NIFL. This has been arrived at considering the Price to Book Value based Valuation 

method, Forward Price Earnings based Valuation method and Market Price based Valuation method. 

Considering that both the Forward Price to Earnings Based Valuation method and Price to Book Based 

Valuation method deliver estimates that are significantly below trading price range in the period 6th 

December 2021 to 6th December 2022, we believe that a floor to the valuation range is warranted. 

Accordingly we establish a lower limit to the valuation range of LKR 150.00 based on the lowest trading 

price in the period 6th December 2021 to 6th December 2022.In addition to the quantitative factors 

presented above, attention is drawn to Section 6.0, “Other Considerations”, which highlights the 

qualitative aspects of the amalgamation that may be evaluated by the shareholders in making an informed 

decision on the amalgamation. 

Based on the Net Asset Value of LKR 12.52 per share, the Price to Book Value Ratio based on the Diversified 

Financials sector Price to Book Value Ratio of 1.09x was assigned to arrive at LKR13.65. As mentioned 

above, we believe the estimate is too low, and assign a lower limit of LKR 150.00 to the valuation range. 

As reflected in figure 2, using the Diversified Financials sector Price to Earnings Ratio of 6.63x, NIFL’s 

valuation based on the peer average PER is estimated at LKR 4.02per share. As mentioned above, we 

believe this estimate is too low, and assign a lower limit of LKR 150.00 to the valuation range. Further, the 

Volume Weighted Average Price method indicates a valuation of LKR 379.20 per share.  

The valuation range of LKR150.00– LKR379.20 per share, the Premiums based on the valuations and the 

relevant qualitative factors are discussed in Sections 5.0 & 6.0. SC Securities is of the opinion that, the 

Reference Price range is reasonable and fair to the Shareholders in the current context.  
 

The above is only an opinion formulated by SC Securities considering the analysis carried out based on the 

information obtained through the sources indicated in Section 2.0 of this Report. Any material information 

that have either not been disclosed in the said source documents or have taken place subsequent to the 

corresponding reporting periods may have a significant impact on the recommendation made by SC 

Securities. 
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8.0 Risk Factors to Shareholders  

 

The amalgamation of NIFL and LOFC is expected to result in a significantly positive impact on both entities 

with limited risks. The amalgamation is expected to result in a surviving entity with a strong market 

position, a strong capital base, and strong operational efficiencies. However, the following risks could 

impact the ongoing operations of the surviving amalgamated entity 

 

Government regulations and macroeconomic factors  

Government regulations and macroeconomic factors including Central Bank policies, Interest Rates, 

Inflation and Market Liquidity are key factors that would determine risk. Adverse movement of these risk 

factors could result in a negative impact to the future profitability of the surviving Amalgamated Company. 

This is minimized through evaluating and reviewing key indicators of the market and implementing 

required timely action identified by the strategic planning and risk management units. Furthermore, 

Market Risk can be managed using a diversified funding mix, minimizing interest rate sensitive assets and 

liability gaps and evaluating product pricing on a timely basis. Exposure to the foreign exchange rates is 

minimized by entering in to forward rate contracts with the banks and maintaining financial assets in the 

same currency. A strong treasury function where a mix of variable and fixed rate borrowings is maintained 

to manage any exposure to interest rate movements can also minimize this risk. 

Credit Risk  

Credit Risk is the risk of potential loss resulting from the failure of counterparty to honor its financial or 

contractual obligations to the Company. This is managed by formulating credit policies in consultation 

with business units, covering collateral requirements, credit assessment, risk grading and reporting, 

documentary and legal procedures and compliance with regulatory and statutory requirements, 

establishing the authorization structure for the approval and renewal of credit facilities, reviewing and 

assessing credit risk, monitoring and limiting concentrations of exposure to counterparties, geographies 

and industries, developing and maintaining a risk grading for significant clients and reviewing compliance 

of business units with agreed exposure limits. The Company also establishes an allowance for impairment 

losses on assets carried at amortized cost that represents its estimate of expected losses in its lease and 

loan portfolio. Further, the Company also writes off a loan or an investment debt security balance, and 

any related allowances for impairment losses, when the Board of Directors determines that the loan or 

security is uncollectible. Considering the current high Interest Rate environment and the economic 

downturn in Sri Lanka, the banking sector has witnessed an increase in impairment charges. This has been 

managed by establishing a robust recovery drive and recruiting special recovery teams with higher write 

off collection targets. 
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Liquidity Risk  

Liquidity Risk refers to the Company being unable to generate sufficient cash resources to meet its 

payment obligations as they fall due or can only do so at materially disadvantageous terms. 

In order to minimize this risk, the Company’s liquidity position is monitored in terms of complying with 

internal targets and regulatory requirements. The liquidity position is managed as per the treasury policies 

and procedures and a portfolio of short-term liquid assets and funding arrangements are maintained. 

Furthermore, monitoring the daily liquidity position, regular liquidity stress testing under a variety of 

scenarios, sourcing funds from multiple sources in order to ensure diversification and having a 

contingency plan in place can also minimize risk. The liquidity requirements of business units are discussed 

at the ALCO meetings (Asset Liability Committee) and are arranged by the Treasury. 

Operational Risk  

Operational Risk refers to losses resulting from inadequate or failed internal processes, people and 

systems or due to external events. This could result in Reputational, Compliance, Credit, Market and 

Liquidity Risks. Regularly reviewing processes for the effectiveness of functions, reviews by the internal 

audit department on the adequacy and effectiveness on internal controls, implementing 

recommendations and staff training on complying with policies of the Company are expected to mitigate 

these risks 

Strategic Risk  

This is the risk of the competitive industry environment including competition, customer changes, industry 

trends, technological innovation and new regulatory developments. This risk can be minimized through 

assessing risk at timely regular intervals based on quantitative and qualitative information gathered, 

brainstorming and sharing knowledge on new developments within the industry and reviewing the 

budgetary targets and performance. 

Reputation Risk  

Reputation risk refers to the loss resulting from damages to an organization’s reputation. This could be in 

terms of lost revenue, increased operating and regulatory costs and decreasing shareholder value. This 

risk is managed by effectively communicating with all stakeholders including employees, banks, 

regulators, customers, shareholders and suppliers etc. Furthermore, ensuring that an ongoing budgetary 

control process is in place where Company performance is assessed in comparison to targets, with 

effective implementation based on any timely actions required also supports the management of these 

risks.  

Risk of unforeseen events  

This refers to the risk of disruptions to business operations from unexpected events. Considering the 

difficulty of accurately predicting scenarios that could materialize due to unforeseen events, every 

organization is subjected to the risk of being impacted by unexpected circumstances. 
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9.0 Individuals Materially Participating in the Valuation Assignment 

 

Charitha Gunasekare 

Head of Research 

 

Charitha is an Associate Member of the Chartered Institute of Management Accountants (UK). He holds 

over 15 years of experience in Capital Markets. Prior to joining SC Securities (Pvt) Ltd, he was the Head of 

Research at Capital TRUST Securities. Charitha is also a visiting lecturer for CIMA (UK) exams and degree 

programs offered by Leeds Trinity University of UK. 
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10. Disclaimer  

 

This document was prepared under the supervision from the Research Department of SC Securities a company 

authorized to engage in Equity trading in the Colombo Stock Exchange in Sri Lanka. Data used in this document was 

gathered from reliable sources, but the analyst(s) and the publishers of this document do not hold themselves 

responsible for the accuracy or completeness of data used. The document provides the opinions, analyses and 

conclusions of the Research division only and is provided without any warranties of any kind. This document does 

not constitute an offer, or the solicitation of an offer, for the sale or purchase of any security. The reader should 

independently evaluate the investment risks and is solely responsible for their investment decisions. Whilst every 

care has been taken in preparing this document, no representation, warranty or undertaking (express or implied) is 

given and no responsibility or liability is accepted by SC Securities or any employee of SC Securities as to the accuracy, 

timeliness, completeness merchantability or fitness for any particular purpose of any such recommendation or 

information contained and opinions expressed herein. SC Securities do not accept any liability for any direct or 

remote loss or damage arising out of the use of all or any part of the information contained in this document. This 

document is published for information purposes only and is not an offer to solicit, buy or sell any security of any 

kind. This document does not provide customized investment advice. It has been prepared without regard to the 

individual financial circumstances and risk and return objectives of individuals who receive it. The appropriateness 

of a particular investment will depend on an investor’s individual circumstances, risk tolerance and return objectives. 

The investments securities referred to in this document may not be suitable for all or certain categories of investors. 

The Research Division of SC Securities has implemented Chinese walls procedures to prevent any conflict of interest. 

The opinions presented in this note may be changed without prior notice or cannot be depended upon if used in the 

place of the investor’s independent judgment. The historical performance of a security is not representative of the 

security’s future returns. Investment in securities can be highly risky as security prices may go down in value as well 

as up and you may not get back the full amount invested. Where an investment is denominated in a currency other 

than the local currency of the recipient of the research report, changes in the exchange rates may adversely affect 

the value, price, or income of that investment. In case of illiquid investments for which there is no organized market 

it may be difficult for investors to exit investment positions or to obtain reliable information about its value or the 

extent of the risk to which it is exposed. The information contained in this document is confidential and is solely for 

use of those persons to whom it is addressed and may not be reproduced, further distributed to any other person, 

or published, in whole or in part, for any purpose. DISCLOSURES: Research analyst certification. The research 

analyst(s) primarily responsible for the preparation and content of all or any identified portion of this research report 

hereby certifies that all the views expressed herein accurately reflect their personal views. Each research analyst(s) 

also certify that no part of their compensation was, is, or will be, directly or indirectly, related to the view(s) 

expressed by that research analyst in this research report. ADDITIONAL DISCLOSURES: This research report is for 

distribution only under such circumstances as may be permitted by applicable law. This research report has no regard 

to the specific investment objectives, financial situation, or particular needs of any specific recipient, even if sent 

only to a single recipient. This research report is not guaranteed to be a complete statement or summary of any 

securities, markets, reports, or developments referred to in this research report. Neither SC Securities nor any of its 

directors, officers, employees, or agents shall have any liability, however arising, for any error, inaccuracy or 

incompleteness of fact or opinion in this research report or lack of care in this research report’s preparation or 

publication, or any losses or damages which may arise from the use of this research report. 
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11.0 Annexure – Financial Forecasts 

 

Analysis Method 

For the valuation report SC Securities derived financial forecasts for NIFL and LOFC using public 

information and their own insights on the companies and industry. Financial models were built for 

forecasting purposes. The forecasts were then used to derive the valuations for NIFL and LOFC. 

 

Financial Forecasts for NIFL 

Profit and Loss Statement 
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Balance Sheet 
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Financial Forecasts for LOFC 

 

Profit and Loss Statement 
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Balance Sheet 

 

 

 

 

 

 



L O L C FINANCE PLC 

 

NOTICE OF EXTRAORDINARY GENERAL MEETING 
 

NOTICE IS HEREBY GIVEN that an Extraordinary General Meeting of the Company will be held on 26th 

January 2023, at 9.30 a.m. as an on-line meeting through audio-visual means conducted from No. 100/1, Sri 

Jayawardenapura Mawatha, Rajagiriya for the following purposes :  

 

(1) To consider and if thought fit to pass the following Resolution as a SPECIAL RESOLUTION: 

 

“IT IS HEREBY RESOLVED to amalgamate LOLC Development Finance PLC with the Company in 

terms of Section 241 of the Companies Act, No.7 of 2007 as per the Amalgamation Proposal marked as 

Annex “B” attached to the Circular dated 4th January 2023 attached to this Notice of Meeting, to continue as 

One Company and that the Company to so continue shall be LOLC Finance PLC. 

 

(2) To consider and if thought fit to pass the following Resolution, as a SPECIAL RESOLUTION: 

 

 “IT IS HEREBY RESOLVED subject to the Resolution (1) in this Notice of Meeting being approved by 

the Shareholders, the Company do allot such number of new ordinary shares to the shareholders of LOLC 

Development Finance PLC in the Register of shareholders as at 31st January 2023, being the record 

date/entitlement date, holding  251,415,963  shares  without offering such shares in the first instance to the 

existing shareholders of the Company based on the Market Price of a share of LOLC Development Finance 

PLC and LOLC Finance PLC, as at end of Trading, five (5) Market days, prior to the date fixed for both 

shareholders Meetings, subject however, if in the event such Market value/s exceed the highest point of the 

valuation range of either LODF or LOFC or both, in such an event the proportion will be based on the 

highest value in the value range with respect to such share/s (as applicable) , rounded to the nearest share 

based on the formula referred to in Clause (2) (F) of the Circular to Shareholders dated 4th January 2023. 

However, if in the event such Market value/s are lower than the lowest point of the valuation range of either 

LODF or LOFC or both, in such an event the proportion will be based on the lowest value in the value 

range with respect to such share/s (as applicable); which basis of consideration is in the opinion of the 

Board fair and reasonable to LOLC Finance PLC and to the existing shareholders of LOLC Finance PLC, 

and that the shares so issued shall rank pari passu with the existing shares in issue of the Company.” 

 

(3) Pursuant to the discussions by the Board with the Shareholders, Clause (7) of the Circular to Shareholders 

dated 4th January 2023 (attached hereto); to consider and if thought fit, to pass the following Resolution as 

an ORDINARY RESOLUTION: 

 

“The Directors of the Company be authorized to carry on the business of the Company for the best 

advantage to the Shareholders of the Company.” 
 

By Order of the Board 
LOLC FINANCE PLC  

LOLC Corporate Services (Pvt) Ltd  

 
Sgd. 

Secretaries 
 

4th January 2023 

 
 

 A shareholder entitled to participate and vote at the Meeting is entitled to appoint a Proxy to attend and vote instead of him/her.  A Proxy need not be 
a shareholder of the Company. 

 

 A Form of Proxy accompanies this Notice. 
  



 

Note: 

 
(1) The completed Form of Proxy should be received by LOLC Corporate Services (Pvt) Ltd – the Company Secretaries at 100/1, Sri Jayawardenapura 

Mawatha, Rajagiriya,, not later than 48 hours prior to the time appointed for the Extraordinary General Meeting which is convened to be held on 26th 
January 2023. 

 

(2) The EGM will be held in accordance with the guidelines issued by the CSE for hosting of a virtual Meetings. 
 

(3) The Board of Directors and key officials who are essential for the administration of the formalities of the meeting will be present in person at the venue 

of the meeting. All shareholders will participate through audio and audio-visual means as a measure to maintain “social distancing” requirements in the 
interest of protecting public health and complying with the health and safety guidelines issued by the authorities in view of the COVID pandemic. 

 
(4) Only registered shareholders and registered proxy holders will be permitted to log in and participate in the EGM on-line.  

 

(5) The shareholders are encouraged to appoint a member of the Board of Directors as his/her proxy to represent them at the EGM. 

 

(6) The shareholders may also appoint any other person other than a Director of the Company as their proxy and the proxy so appointed shall participate at 
the meeting through audio or audio visual means only. 

 

(7) The shareholders who wish to participate at the EGM will be able to join the meeting through audio or audio visual means.  To facilitate this process, 

the shareholders are required to furnish their details by perfecting Annexure I to the Circular to the Shareholders and forward same to 
corporateservices@lolc.com (with the email subject titled “LOFC EGM" not less than 48 hours before the date of the meeting so that the meeting 

login information could be forwarded to the email addresses so provided. 

 

(8) Duly completed proxies which are submitted by shareholders up to 9.30 a.m. on 24th January 2023 will be considered valid.   

 

(9) Shareholders may send in their questions/comments on the matters listed in the Notice of EGM by email to: corporateservices@lolc.com or by 
facsimile on + 94 112865602 or by post to the Secretaries, LOLC Corporate Services (Pvt) Ltd, 100/1, Sri Jayawardenapura Mawatha, Rajagiriya, not 

less than 03 days before the date of the meeting.  This is in order to enable the Company Secretaries to compile the queries and forward same for the 

attention of the Board of Directors so that they could be addressed at the meeting.  
 

(10) At the EGM, the Chairman of the meeting will deal with those questions/comments which are relevant to the agenda items in the Notice of EGM. 

 
(11) Shareholders could vote their preference on the agenda items/resolutions and relevant procedures will be explained at the meeting.  

 

(12) For any further queries in this regard, please contact Mr. Rukshan Hettiarachchi attached to the Company Secretariat on: 

 

i. Telephone: +94 11 5880356  

ii. Email: thushindah@lolc.com  
  



Annexure I 

To: LOLC Corporate Services (Private) Limited  

Secretaries for LOLC FINANCE PLC  

No. 100/1, Sri Jayawardenapura Mawatha, Rajagiriya 

 

REGISTRATION OF SHAREHOLDER DETAILS FOR ONLINE PARTICIPATION 

Details of Shareholder 

1.  Full Name/s of Shareholder/s  

 

2.  Address   

 

3.  NIC / Company Registration No.  

4. CDS Account number   

5. Contact number (mandatory) Land line (residence/work): 

 

 

Mobile: 

6. Email address (it is mandatory for 

the shareholder to provide an email 

address in order to forward the login 

information for the on-line meeting 

link)  

 

In the event a Proxy Holder is appointed by the Shareholder 

7. Name of the Proxy holder  

8. Proxy holders NIC/PP No.  

9.Proxy holders contact No. 

(mandatory) 

Land line (residence/work): 

 

Mobile: 

 

10.Proxy holder’s email (it is 

mandatory for the proxy holder to 

provide an email address in order to 

forward the login information for the 

on-line meeting link) 

 

Important – Only registered shareholders and registered proxy holders will be permitted to log in and participate at 

the EGM on-line.   Duly filled Form should be scanned and emailed to : corporateservices@lolc.com or Sent by 

facsimile to + 94 112865602 not less than 48 hours before the meeting.  

I/My Proxy holder am/is willing to participate at the EGM online: Yes  No 

 

Signature/s & date:__________________  __________________ __________________ 

       Principal Shareholder  1st Joint Holder  2nd Joint Holder  



FORM OF PROXY 

 

*I/We the undersigned..……………………………………………………………… holder/s of NIC 

No/s.………..…………………………………………………………………………………………… 

of.………………………………………………………………………………………………………

…...……...……………………………………………………………………………...………being a 

*Shareholder/Shareholders of LOLC Finance PLC hereby appoint ……………… 

………..……………….…………………….………………………………… holder of NIC No. 

...……..…………of………...…..………………………………………………………………………

…………………. (or failing him/her) 

 

Mr. Francisco Kankanamalage Conrad Prasad Niroshan Dias  of Colombo or failing him 

Mr. Don Manuwelge Don Krishan Thilakaratne   of Colombo or failing him 

Mr. Brindley Chrishantha Gajanayaka de Zylva   of Colombo or failing him 

Mrs. Kalsha Upeka Amarasinghe    of Colombo or failing her 

Mr. Panamulla Arachchige Wijeratne    of Colombo or failing him 

Mr. Kandiah Sundararaj      of Colombo  

 

as my/our proxy to represent me/us and vote on my/our behalf at the Extra Ordinary General Meeting 

of the Company to be held on 26th January 2023 at 9.30 a.m. as an on-line meeting through audio-

visual means conducted from No. 100/1, Sri Jayawardenapura Mawatha, Rajagiriya, and at any 

adjournment thereof and at every poll which may be taken in consequence of the aforesaid Meeting. 

Please indicate your preference by placing an ‘X’ against the Resolution. 

 

 

  For Against 

1. To pass the Special Resolution No. (1) set out in the Notice 

of Meeting dated 4th January 2023 

  

2. To pass the Special Resolution No. (2) set out in the 

Notice of Meeting dated 4th January 2023 

 

  

3.  To pass the Ordinary Resolution No. (3) set out in the 

Notice of Meeting dated 4th January 2023 

 

  

 

 

dated this  ……………………….  day of  ……………. Two Thousand and Twenty Three.  

 

……………………………………… 

Signature of Shareholder 

(Please delete inappropriate words and refer overleaf for instructions) 

  



INSTRUCTIONS AS TO COMPLETION 

 

1 Please return the completed Form of Proxy after filling in legibly your full name and address, signing on the space provided and filling 

in the date of signature. 

2 The Proxy shall  

a) in the case of an individual, be under the hand of the shareholder or his or her attorney, and if signed by an attorney, a notarially 

certified copy of the Power of Attorney should be attached to the completed Proxy if it has not already been registered with the 

Company. 

b) if the shareholder is a company or a corporation, be either under its common seal or under the hand of an officer or attorney 

authorised by such organisation in that behalf in accordance with its Articles of Association or Constitution.  

3 Please indicate with an ‘X’ how the proxy should vote on each Resolution. If no indication is given, the proxy shall exercise his/her 

discretion and vote as he/she thinks fit. 

4 The completed Form of Proxy should be deposited at No. 100/1, Sri Jayawardenapura Mawatha, Rajagiriya or scanned and emailed to 

corporateservices@lolc.com with the email subject titled “LOFC EGM PROXY” not less than 48 hours before the time appointed for 

the holding of the Meeting. 


