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 OWNERSHIP, MANAGEMENT, AND GOVERNANCE 

DFCC Vardhana Bank 

1. History and ownership. The DFCC Vardhana Bank (DVB), previously known as the 
National Mercantile Bank, was established as a licensed commercial bank in 1996. 1  The 
Development Finance Corporation of Ceylon (DFCC) acquired the National Mercantile Bank in 
2003 when it was in need of capital, and subsequently restructured and renamed it. The DFCC 
obtained regulatory approval to increase its holding in the DVB to 100% in April 2011. As of 
June 2012, DVB holds a 99.1% stake.2 Major shareholders of the DFCC are the Bank of Ceylon 
(14.30%), Sri Lanka Insurance Corporation (13.00%), Hatton National Bank (12.00%), M. A. 
Yaseen (8.60%),3 Distilleries Company of Sri Lanka (6.40%), Seafeld International (5.76%), and 
the Employees Provident Fund (4.80%).4   
 
2. The DVB accounted for 42% of the DFCC group’s assets as of the end of December 
2011, and plays an important role in expanding the group’s product offering. DVB's lending 
focus has historically been the provision of working capital facilities to small and medium-sized 
enterprises and smaller corporations. Until FY2009, its key product offering was overdrafts, with 
trade finance (trade loans and import and export bills) also constituting an important segment of 
its loan book. The bank established the separate Personal Financial Services Unit in 2010, 
which offers personal loans for professionals, mortgages and construction loans,5 education 
loans, personal loans to special categories of employees, import financing, and purchase of 
motor vehicles. Leasing, which was previously only carried out at the DFCC, was introduced at 
the DVB in 2011.   
 

3. Ownership of the DVB has enabled the DFCC (primarily a project finance lender) to 
obtain a commercial banking license and diversify its product offering. As a licensed specialized 
bank, the DFCC is not part of the payments and settlements system and is unable to mobilize 
demand or foreign currency deposits, or engage in currency trading. This limits its ability to 
supply many of the working capital needs of businesses, as well as its potential offering of retail 
products. As such, the strategic and synergistic benefits to the DFCC of owning the DVB are 
considerable.  
 

4. Management. The bank’s senior executives are experienced banking and business 
professionals. Senior management consists of five members in addition to the chief executive 
officer (CEO). An overview of the senior management experience is presented in Table 1. The 
CEO, L. Silva, has been at the DVB since its inception and he has held that position since 2009 
years. He was previously a senior vice-president of the DFCC before being seconded to the 

                                                
1
 The Central Bank issues banking licenses for two categories of banks: licensed commercial banks and licensed 

specialized banks. The main difference between the two is that licensed commercial banks are permitted to accept 
demand deposits from the public (operate current accounts for customers) and act as authorized dealers in foreign 
exchange, which entitles them to engage in a wide-range of foreign exchange transactions; licensed specialized 
banks cannot do this. 

2
 The remaining 0.9% is held by minority shareholders who will relinquish their shares once the share price is 

suitable. This is expected to be accomplished in 2013. 
3
 M. A. Yaseen is the owner of Readywear Industries, which is a major garment exporter. He has been a 

shareholder of DFCC since 2002. 
4
 State-controlled entities (the Employee Provident Fund, Sri Lanka Insurance Corporation, and Bank of Ceylon) hold 

32.1% of the bank in total. 
5
 Construction relates to building of individual houses or rectification or renovation for individuals or families on a 

small scale.  
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DVB in 2003 as the chief operating officer and subsequently being promoted to the CEO. The 
management team meets monthly.  
 

5. Management committees include credit (meets bi-weekly), audit (meets quarterly), asset 
liability (meets monthly), human resources (meets monthly), anti-money-laundering (meets 
monthly), and, Integrated Risk Management Committee (meets quarterly). 
 

Table 1: Management Credentials 

Name Title Education Experience 

L. Silva Chief 
executive 
officer 

Bachelor of 
Commerce, MBa 

L. Silva was appointed to the board in October 2008. 
Previously the chief operating officer of the DFCC 
Vardhana Bank, he was promoted to the position of chief 
executive officer in January 2010. He has wide experience 
in project finance, branch banking, financial leasing, and 
operations management relating to banking. He has 
received extensive training and exposure in development 
and commercial banking locally and overseas. He is also a 
past president of the Association of Professional Bankers 
of Sri Lanka. He started his professional career with the 
Department of Inland Revenue of Sri Lanka.  

A. 
Hewanayake  

Chief operating 
officer 

BSc, MSc; CIMA, 
CISA. University of 
Sri 
Jayawardenapura, 
and University of 
Keele, UK 

A. Hewanayake commenced his career at the DFCC 
Vardhana Bank in 2003 as a senior manager attached to 
the credit department. During his career at the bank he has 
served in credit, operations, recoveries, and international 
operations. Prior to joining the DFCC Vardhana Bank he 
worked at Union Bank and Sampath Bank.  

M. 
Gunawardhena 

Senior vice-
president 
(group 
treasury) 

BSc Math, 
University of 
Kelaniya, Sri Lanka 
MBA  of Sri 
Jayewardenepura, 
MA in Financial 
Economics from 
the University Of 
Colomb, ACI 
Dealing Certificate 

M. Gunawardhena has over 19 years of experience in the 
treasury departments of banks. She has worked for the 
Standard Chartered Bank and National Development 
Bank and is currently attached to the DFCC Bank. She is 
also the second vice-president of the Sri Lanka Forex 
Association and a visiting resource person on treasury 
training programs at the Central Bank Training College. 

G. Edwards  Head of 
personal 
financial 
services 

CMA, MBa 
Australia 

G. Edwards was appointed in October 2011. She worked 
for the Seylan Bank for 23 years in various positions 
before joining DFCC Vardhana Bank, most recently as the 
assistant general manager heading personal banking 
focusing on housing loans. 

T. 
Fernandopulle  

Group chief 
risk officer  

BSc, Imperial 
College London 
MSc Statistics, 
London School of 
Economics 

T. Fernandopulle joined the DFCC Vardhana Bank in 
2012 as group chief risk officer. He was previously a 
deputy general manager of the Bank of Ceylon for 3 years 
and served in senior roles in the HSBC and Saudi British 
Bank.  

BSc = Bachelor of Science, CIMA = Chartered Institute of Management Accountants, CISA = certified information 
system auditor, CMA = Certified Management Accountant, MBA = Master of Business Administration, MSc = Master 
of Science, UK = United Kingdom.  
Source: DFCC Vardhana Bank. 

 

6. Governance. The DVB is managed through various levels of corporate governance, 
including the board of directors and several board committees to facilitate managing the bank's 
operations and the internal and external audit function. The board of directors reports to the 
shareholders. The board is headed by the chair who is responsible for the leadership of the 
board and ensuring its effectiveness in all aspects of its role, while the board is collectively 
responsible for the long-term success of the bank. The DVB is overseen by a board of eight 
directors, of which three are independent (Table 2). Apart from the chair and CEO of the DFCC, 
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the DVB and DFCC have different board members. They come from various backgrounds and 
have diverse experience both locally and internationally. The board approves the bank's 
strategy, business plan, and corporate plan; reviews all of the bank's general policies and 
principles; and is involved with other matters relating to overall bank functioning, as appropriate. 
The board consists of executive and nonexecutive directors who bring different perspectives to 
its decision-making process. There is a clear division of responsibilities with regard to setting 
strategic directions and ensuring that objectives are achieved with the executive responsibility of 
managing the business of the bank. Board meetings are held regularly every month.  
 

7. The board has appointed four subcommittees to assist with the performance of its 
duties— the Audit Committee, Human Resource and Remuneration Committee, Integrated Risk 
Management Committee, and the Nomination Committee. Compliance within the DVB is 
supervised by the Audit Committee, which reports to the board.  
 

Table 2: DFCC Vardhana Bank Board Members 

Name 
Board 

Member Since Executive Title Experience 
J. M. S. Brito  2005 Chair of DFCC 

Vardhana Bank and 
deputy chair and 
managing director 
of Aitken Spence 

LLB (London), FCA (Eng. & Wales), MBa (London). J. M. 
S. Brito was appointed to the board in October 2005. He 
holds the positions of chair of DFCC Vardhana Bank and 
deputy chair and managing director of Aitken Spence. He 
also serves on the boards of a number of listed and 
unlisted companies. He has gained extensive 
management experience serving organizations such as 
PricewaterhouseCoopers, British Eveready, and the 
World Bank. 

L. Silva 2008 CEO of DFCC 
Vardhana Bank 

L. Silva was appointed to the board in October 2008. He 
was the executive vice-president of the DFCC Vardhana 
Bank and has had a long career in banking before 
assuming the post of chief operating officer of DFCC 
Vardhana Bank. He was promoted to the position of chief 
executive officer in January 2010. He has wide 
experience in project finance, branch banking, financial 
leasing, and operations management relating to banking.  

L. 
Wijeyeratne 
 

2011 Senior director at 
various listed 
companies 
(independent 
director) 

L. Wijeyeratne has over 30 years of experience in the 
fields of accounting, finance, and audit at senior 
managerial level with companies in Sri Lanka and 
abroad.  

T. 
Dharmarajah 

2011 Senior partner of 
Amerasekera 
(independent 
director) 

T. Dharmarajah was appointed to the board in February 
2011. He holds several public and academic positions 
and is presently the president of the Association of 
Accounting Technicians of Sri Lanka.  

N. Fonseka 2009 Director/general 
manager of DFCC 
Vardhana Bank 

N. Fonseka is also the former chair of the Colombo Stock 
Exchange and chair of the Association of Development 
Financing Institutions of Asia and the Pacific. He also 
serves on the advisory committee on finance and 
Banking of Ceylon. N. Fonseka had a long career with 
HSBC and held positions such as deputy chief executive 
officer of HSBC Sri Lanka. 

R. 
Jayawardena 

2011 Independent 
director 

R. Jayawardena has held senior positions in product 
marketing, business promotion, and customer service 
areas attached to large organizations such as Air Lanka 
(now Sri Lankan Airlines), Ceylon Tobacco Company, 
and several other companies.  
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R. Withana 
 

2003 Board secretary 
and executive vice-
president 
(operations) of 
DFCC Vardhana 
Bank 

R. Withana is employed as board secretary and 
executive vice-president (operations) of DFCC Vardhana 
Bank. She previously held the positions of head of credit 
administration and head of accounting and reporting with 
the bank. She has extensive experience in banking and 
finance both locally and overseas 

S. Nagarajah 2003 Executive vice-
president (finance) 
DFCC Vardhana 
Bank 

S. Nagarajah held managerial positions in the mercantile 
sector before being employed by DFCC Vardhana Bank. 
He has extensive experience in areas relating to banking 
and finance locally and overseas. 

CEO = chief executive officer, FCA = Fellow of Chartered Accountants, LLB = Bachelor of Laws, MBA = Master of 
Business Administration. 
Source: DVB annual report 2011. 
 

8. Audit Committee. The Audit Committee provides assistance to the board in relation to 
oversight of external auditing (including prudential audit requirements), internal auditing, 
statutory financial reporting, and internal control framework. External auditing responsibilities 
include appointing and removing the external auditor, proposing to the board the terms and 
remuneration for the external auditor, assessing the auditor's performance, and reviewing the 
annual prudential compliance audit report for the central bank. 
 

9. Integrated Risk Management Committee. The Integrated Risk Management 
Committee (IRMC) comprises five directors and the group senior vice-president (Treasury and 
Resource Development) who is a nonvoting member. The group chief risk officer functions as 
the secretary to the committee and reports directly to the board. The board is responsible for 
determining the nature and extent of the significant risks it is willing to take in achieving its 
strategic objectives, and maintaining sound risk management systems. The role of the 
committee is to review the bank’s exposure to material risks and evaluate the effectiveness of 
the measures adopted for control and mitigation. DVB’s treasury function resides with the IRMC, 
which is responsible for monitoring the bank's liquidity requirements and its risk and return 
profile. The Asset Liability Committee (ALCO) is a management committee that falls under the 
purview of the IRMC. It analyzes the bank's operating condition and market risks and devises 
strategies for managing risks and meeting funding needs. It is also responsible for establishing 
investment policy guidelines within the bank, and takes into consideration the underdeveloped 
market dynamics that prevail within the country. The committee meets at frequent intervals, 
usually every 2 weeks but at least once a month. If necessary, as and when liquidity is tight, the 
ALCO meets more often or on a daily basis. The ALCO reports to the IRMC. 
 

10. Human Resources and Remuneration Committee. The Human Resources and 
Remuneration Committee is responsible for human resource management and remuneration 
matters pertaining to senior management and personnel. It determines the remuneration policy, 
decides on the performance goals and targets of key management personnel, and evaluates the 
performance against set goals and targets with regard to revising remuneration benefits and 
other performance-based payments such that there is improved alignment with business 
objectives.  
 

11. Nomination Committee. The role of the Nomination Committee is to lead the process 
for board appointments and make recommendations to the board. The committee also 
evaluates the balance of skills, experience, independence, and knowledge on the board, and 
prepares descriptions of the role and capabilities required in new appointments. 
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12. Credit Committee. A well-structured approval process is in place, guided by the 
delegation of lending and related authority limits based on risk categories.6 Approval limits are 
linked to a facility risk rating which is determined by taking into account the credit rating of the 
borrower and the security provided. The DVB evaluates borrowers according to credit history, 
an analysis of borrower’s income, employment status, existing financial commitments and 
liabilities, credit history, age of borrower, value of house and/or property to be purchased, 
borrower’s contribution towards the project, current assets owned, and their standing in the 
credit bureau. No single person can originate and approve the granting of credit. The highest 
management level at branches is executive vice-president.  
 

Table 3: Branch Delegation Lending Ceiling 0Levels 
(SLRs million) 

Level 

Risk Type – Company Risk Type – Group 

Low Normal High Restricted Low Normal High Restricted 

AVP 3 10 0 0 3 10 0 0 
Branch manager/ VP 5 5 0 0 15 15 0 0 
RM/VP 20 20 10 0 50 50 25 0 
SVP, Lending 30 30 20 0 70 70 50 0 
EVP, Lending 75 75 30 10 150 150 70 50 
AVP = assistant vice-president, EVP = executive vice-president, RM = regional manager, VP = vice-president, SVP = 
senior vice-president. 
 

13. Decisions on loans above SLRs75 million for the DVB and SLRs150 million for group7 
exposure are delegated to the Credit Committee. The Credit Committee consists of the 
executive vice-president lending, executive vice-president and chief risk officer, executive vice-
president and CEO of the DVB, senior vice-president group treasury, senior vice-president 
branch banking, and the senior vice-president. The Credit Committee has the delegated 
authority for approve large credit exposures to individual counterparties and groups of related 
counterparties as well as to monitor concentration of credit exposures and events in the external 
business environment that may have adverse impacts on credit risk management outcomes. 
The committee also reviews and recommends larger facilities which are beyond their approval 
limits for approval by the board.8  
 

14. The credit policy, single borrower exposure, capital adequacy requirements, market 
limits, and liquidity risk have limits stipulated by the Central Bank of Sri Lanka, but the board has 
more stringent internal limits, on both ratios reported to the central bank and other indicators.9  
 

15. The head of the risk department has overall responsibility for risk management, and 
ensuring implementation of common principles and methods to identify, measure, and report 
financial and nonfinancial risks. He reports to the CEO and the board. The management team is 
responsible for monitoring and implementing risk mitigation measures and ensuring the bank 
operates within established risk parameters.  
 

16. Mortgage loans are reviewed mainly at the branch level. Collateral in the form of real 
estate, gold or bank deposits is a prerequisite. The loan–value ratio cannot exceed 80% of the 
liquidated value, and the loan–net income ratio should not be more than 60%. There are 85 staff 
assigned to the personal financial services of the DVB who monitor and visit clients on a regular 
basis.  

                                                
6
 Risk categories of low, normal, high, and restricted are based on the risk scoring model. 

7
 "Group" refers to the DVB plus the DFCC. 

8
 Larger facilities are beyond SLRs350 million for DVB exposure and SLRs600 million for group exposure. 

9
 Internal limits: the minimum capital adequacy ratio is 12%, and additional provisioning for problem credits and 

single borrower is 30% but this may be reduced depending on the sector and economic conditions. 


