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To become legendary in the financial- Customers Other Stakeholders
service scene as a provider of Provide a courteous, efficient and speedy service-and Improve shareholder value and meet the diverse
Customer - friendly, creative and to meet the requirement of each and every customer. needs of other stakeholders.

innovative total solutions. Team Spirit Environment

Create an environment that motivates our team to Contribute social dividends towards the sustainable
grow with us and develop individual goals — one which development of the environment and society.
facilitates a high level of integrity and professionalism,
and enhances productivity to maximise profitability. Organisational Excellence

Be the premier leasing Company in Sri Lanka.

Dedicated value-added customer service to
accomplish organisational service excellence whilst
maintaining a sustainable competitive advantage. Economic viability, environmental responsibility and social accountability.
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Higher and higher; our motto, our vision,
our dream, realised. And as we survey
the vast and endless opportunities
from our vantage point as a market
leader, we have recognised that this
is only just the beginning. Our aim is
to sustain our stature, increase our
network and continue to be the best in
an environment that encourages us to
do so. And the numbers will only prove
our hard work and the trust that we have
earned from our valued stakeholders.
From such great heights, we will aspire
to greater things.




People’s Leasing Group

96.1..

Total Assets

3.33

Earnings Per Share
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Interest generating assets
represent over 90% of the total

L7

Revenue

Revenue grew by 49.10% to Rs.
15,896.71 million spiraling upwards
from Rs.10,661.76 million in the
financial year 2010/11.

Income from hire purchase facilites  42% assets.
M Income from finance leases 38%

Income from Islamic finance 4% Lease 44%
B Income from loans & advances 4% M Hire purchase 38%

Fees and commission income 3% Loans and advances 6%

Income from deposits 2% B Government securities and deposits 4%
B Sale of vehicles 5% Fixed assets 3%

Other income 2% Other assets 5%
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Financial Highlights and Achievements

Change

Company 2011/12 % 2010/11 2009/10
Financial Performance (Rs. million)
Revenue 13,991 42.50 9,818 7,783
Operating income 7,065 24.58 5,671 4,022
Profit from operations 6,351 55.13 4,094 2,375
Net profit before taxation 5,983 60.79 3,721 2,100
Income tax expense 1,776 55.52 1,142 900
Net profit for the year 4,207 63.06 2,580 1,200
Revenue to the Government 2,626 14.37 2,296 1,647
Financial Position (Rs. million)
Gross rentals receivable 87,245 37.19 63,595 37,019
Total assets 79,628 42.58 55,849 30,848
Borrowings 55,289 38.46 39,930 20,072
Shareholders’ funds 18,270 116.42 8,442 6,229
Information per Ordinary Share (Rs.)
Earnings (Basic/Diluted) 3.11 51.71 2.05 0.82
Effective dividends 1.00 (83.33) 1.50 1.50
Net assets 11.18 76.11 6.32 4.34
Market value * 11.60 = = =
Key Performance Indicators
Interest cover (times) 1.97 (8.43) 2.04 1.65
Dividend cover on ordinary shares (times) 2.59 (91.90) 31.96 12.86
Return on equity (%) 32.62 (15.14) 38.44 20.80

quity : Assets ratio (times) 4.58 (89.42) 7.56 6.07
Return on average assets (%) (before tax) 8.83 2.79 8.59 7.45
Dividend pay-out ratio- ordinary shares (%) 38.62 1,133.87 3.13 777
Statutory Requirement Compliance Threshold
Debt : Equity ratio (times) Maximum 7 3.23 (41.70) 5.54 4.18
Capital funds (Rs. million) 100 18,270 116.42 8,442 6,229
Core Capital (Tier1 Capital) - (Rs. million) 100 60,985 = = =
Core Capital Ratio**(%) Minimum 5 25.5 - - -
Total Capital Ratio**(%) Minimum 10 25.5 - - -
Financial Goals and Achievements

2012

Company Goal Achievement
Profit before taxation (Rs. million) Over 3,500 5,983
Net profit for the year (Rs. million) Over 2,500 4,207
Annual grantings (Rs. million) Over 60,000 48,857
Return on average assets (%) Over 8 8.83
Non-performing advance ratio (%) Under 2 0.65

* The Company was listed in the Colombo Stock Exchange in November 2017 1.
** Finance Leasing (Capital Adequacy Ratio) Direction No. 1 of 2011 came into effect from 1st July 2071.
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Interest and similar income ~ 87.75%

Sale of vehicles 5.80%
Fees and commission income 4.54%
Other operating income 1.64%
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While making a seamless transition fro
limited liability to a public quoted company,
People’s Leasing’s ownership profile

also changed from being a fully owned
subsidiary of People’s Bank to a public
quoted company.

, ple’s-Leasing
has proven beyond doubt that it is a
Company that believes in delivering results.
This demeanour remains unchanged,
fueling confidence among our investors and
firmly positioning them as future partners on
our journey. 4
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“We have journeyed to ‘Such Great Heights’ that
we have grasped the endless opportunities that

have emerged in the fifteen years we have had a
presence in the industry, worked on a platform of
inclusive sustainable development and created a
strong base of fundamentals that will only lead us

to even greater heights.”

“ With your Company most committed to being a driver of
national development, whether in macro infrastructure or in
building entrepreneurs, People’s Leasing’s ground breaking
initiatives saw extraordinary results once again this year.”

™,
Chairman’s Me e \"'\h\

Distribution of
Value Added

Employees
24% Providers of capital M
23% Government M
Expansion and growth

Profit before tax is displayed at
Rs. 5,983 million compared to
last year’s Rs. 3,721 million, a
significant growth of 60.79%.



Dear Stakeholder,

Being at the zenith of any industry can be
somewhat challenging to maintain but for
People's Leasing Company PLC (PLC),
remaining at the helm and a spearhead of
the industry comes naturally. Constantly
setting our targets into higher and higher
realm with a commitment to achieving
them, we have an ambitious demeanour
but characteristically very attuned to

the external milieu around us. We have
journeyed to 'Such Great Heights' that we
have grasped the endless opportunities
that have emerged in the fifteen years

we have had a presence in the industry,
worked on a platform of inclusive
sustainable development and created a
strong base of fundamentals that will only
lead us to even greater heights.

The Annual Report and the Financial
Statements for the year ended 31st March
2012 that | present to you displays the
unwavering commitment your company
has demonstrated in ensuring that its goals
and objectives are met, both quantitatively
and qualitatively. It also affirms the astute
policies and strategies that have been
infused continuously into PLC, ensuring
that the Company, remains above all, a
well governed, transparent, accountable
and truly sustainable company committed
to making a difference to each of our
stakeholders, which has in perspective,
commanded confidence and trust.

We have as a country conquered one

of the worst battles in history and
embarked on a path of development

that is designed to take Sri Lanka into

its vision of becoming South Asia's
Economic Hub. However, global events
have and continue to pose numerous
challenges but as can be seen from the
achievements of our Key Performance
Indicators, Sri Lanka has worked on a
pragmatic plan that will stymie the risks
and difficulties, transforming itself into
continuing its development agenda, while
countering the emerging global travails.
This external milieu of planned yet visionary
development therefore has augured well
for your Company and has seen it perform
admirably in a year that was considered
a mixed potpourri of opportunities,

new lessons, potential and nurturing of
strengths.

Global Economic Summary

The year has been one fraught with
unprecedented challenges. Some
Eurozone countries were on the brink of
bankruptcy or placed on credit watch,

bailouts were becoming the order of the
day and the US struggled with declining
or stagnant economic indicators and
rising unemployment. We also saw the
Arab Spring taking root, '‘Occupy Wall
Street' spreading across nations and

the UK seeing riot which had the world
encountering its fair share of battles. Add
the debilitating impacts of climate change
that took the world by surprise including
the tsunami in Japan and the cataclysmic
nuclear issues emanating in Fukushima,
droughts and floods in Africa and parts of
Asia, earthquakes in Turkey, New Zealand
and Japan and tornadoes in the United
States and the world had much to cope
with. Then there was that recurring volatility
of ail prices which began its spiraling
ascent, high unemployment, loss of jobs
and financial quagmires, all of which
pointed to world trade diving towards
unimaginable depths and certainly having
permeating effects on South Asia as well.

Global growth at end 2011 descended to
3.9% according to the IMF (International
Monetary Fund), compared to 2010's
Gross Domestic Product (GDP) of 5.3%,
with projections for 2012 and 2013 YOY
remaining at similar levels at 3.5% and
4.1%. Advanced economies showcased
a dismal 1.6% GDP growth from 3.2%
last year and are predicted to dawdle
under 2% for the next year. The 'Chindian
Century' as dub by global economists

is believed to lie in the hands of China
and India, which will drive emerging and
developing economies, activating its
economies well ahead of global growth
percentages. 2011 growth for this region
stood at 6.2%, even though there was a
slight dip in growth rates compared to last
year's 7.5%, with a further fall envisaged in
2012 to 5.7%. However, 2013 is believed
to be the harbinger of better times and is
envisaged to bring with it a growth figure
of 6.0%.

Sri Lanka Economic Overview

From a growth perspective, the country
did exceptionally well, showcasing 8.3%
growth for 2011 and the highest in Sri
Lanka's post independence history, with
all key performance indicators aligned to
forecasts. This growth was also the first
time the country has showcased growth
momentum above 8% for two consecutive
years. Accelerated development,
improved investor confidence, favourable
macroeconomic conditions and renewed
economic activity from geographic areas
that for long remained laggards due to
the conflict, were among the factors

that underpinned the positive results.

Unemployment too recorded its lowest
levels of 4.2% due to expanded economic
activity around the country. The industry
and services sectors were the key drivers
of the economy, while the agriculture sector
rebounded despite facing some adverse
weather conditions. Per capita income,
which was posted at US $2,400 last year,
increased to a noteworthy US $2,836 and
is aimed at US $4,000 by 2016.

As envisaged, tight but pragmatic
monetary controls and timely fiscal
strategies contained inflation at single digit
levels for the third consecutive year with
YQY inflation posted at 4.9% in December
2011, while annual average inflation
remained at 6.7%. In March 2012, inflation
hovered at similar levels at 5.5% which
examples that, despite oil prices taking

its toll and the global milieu permeating
some negativities including the economic
sanctions on Iran taking its toll on our

tea industry, Sri Lanka is infusing the apt
strategies to counter the negative impacts.

Meanwhile the external sector which
showed considerable strengthening in the
first half of 2011 was pressurised thereafter
due to the aforementioned global impacts
and a rapidly increasing expenditure on
the import portfolio by 50.7%, despite a
healthy 22.4% increase in the expenditure
on the export portfolio, widening the trade
deficit sharply to 16.4% of GDP. This was
assuaged with improved foreign inflows
through private remittances, tourism
revenue which saw earnings of US $830
million contributed by over 850,000 arrivals
and workers' remittances reaching US
$5.1 billion. The current account deficit as
a percentage of GDP increased from 2.2%
in 2010 to 7.8% in 2011.

However, the positive signs included

FDIs exceeding US $1.1 billion with the
highest ever gross inflows for the first time
in history, balance of payments recording
a deficit of US $1.1 billion and the rupee
depreciation by 2.6% against the US
dollar propping our export earnings. Then
there was Sri Lanka's fourth international
sovereign bond issue for US 1 billion whic
was successfully issued, Treasury Bills and
Treasury Bonds reaching threshold levels
of the outstanding amount prompting an
increase to 12.5% in December 2011,
inflows to the private sector increasing

by the gradual relaxation of exchange
control regulations enabling corporates to
borrow from foreign sources and Gross
Official Reserves being maintained at US
$6 billion.
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However it is the country's lofty ambitions
since the end of the conflict that has infused
the impetus for Sri Lanka to move ahead
despite the external global negativities. As
from the past lessons, Sri Lanka remains

a good case study in successful fiscal
management and visionary thinking, having
chartered courses through quagmires that
others would have found daunting that saw
us move, not too long after the end to the
conflict, into a Middle Income Emerging
Market. One of the most significant

steps taken in the year therefore was the
augmenting of the Mahinda Chinthana
Vision for accelerated development by
unveiling of Sri Lanka's five year vision which
evolved on the country working towards
becoming South Asia's Economic Hub.
Having identified five key drivers that would
be trusses in achieving this goal, concrete
initiatives are already being implemented
according to a stringent but cohesive time
plan. The five pronged economic drivers
strategically mapped out to ensure that

Sri Lanka will surely and steadily achieve
this status lies is in creating hubs for
aviation, energy, maritime, knowledge and
commercial.

There has always been a trend to make
leasing the tool for financing the SME
sectors and the Government's strong
focus on adding fillip to the micro and SME
sectors and boosting local entrepreneurship
gave added credence to this trend. There
has been a burgeoning influx of activity in
reconstruction, infrastructure development
and expansion of economic activity, which
was amply exampled in the results of the
last year when industries like hospitality and
agriculture opened up multiple avenues of
employment and revenue generation. Mega
infrastructure development saw Sri Lanka
proudly opened her very first expressway,
ports and aviation gaining a boost and the
hospitality sector infusing large investments
into this burgeoning industry, while foreign
investment policy was deemed to attract
large scale strategic investments.

The Leasing Industry

The Non-Bank Financial Institutions (NBFI)
comprises Licensed Finance Companies
(LFC) and Specialised Leasing Companies
(SLC), which both gained momentum
during 2011, recording impressive growth
in capital, profitability, asset quality, credit
growth and deposit base. While the Central
Bank of Sri Lanka (CBSL) continued

to monitor the restructuring of several
institutions to ensure financial stability in
the sector, it must be noted that there has
also been increased interest by Licensed

Commercial Banks to venture into the
leasing industry due to the ability to claim
capital allowances on account of leasing
which could be set off against income from
core banking activities. However, such
advantages have been withdrawn from

time to time and are currently non-existent
although, the higher interest margin has
been yet another enticing factor for banks to
enter the leasing industry.

Currently, the sector has within it sixteen
Specialised Leasing Companies with an
outreach of 704 touch-points, an increase
by 104 over last year, of which 28 were
opened in the now vibrant Northermn and
Eastern provinces. There was also a
migration of two SLCs to LFC status and
the licenses of three SLCs were cancelled.
Total profitability within the NBFI sector
benefited from the single digit interest rates
that prevailed during the year, seeing it post
a remarkable profit after tax of Rs. 16 billion,
compared to last year's Rs. 5 billion.

The total asset base in the NBFI sector
grew 26% to Rs. 490 bilion, compared

to 31% growth showcased the previous
year primarily due to the growth of the
accommodations portfolio (comprising
finance leases, hire purchases and other
secured advances), which climbed by 46%
to Rs. 388 billion. While the investment
portfolio of the sector displays a decrease
of 46% mainly due to the cancellation of the
license of a diversified leasing company.
Itis finance leasing with a growth of 90%
and pawning inclining 35% that contributed
significantly to the sector's good results.
Borrowings continued to be a major source
of funding for SLCs which represented 35%
of the total NBF liabilities, wherein the total
borrowing portfolio reached Rs. 172 billion
and 54% of this is attributed to SL.Cs as
their major source of funding.

[t is pertinent to note then that capital within
the sector increased by 60% to Rs. 77
billion compared to the increase of 17% last
year, attributed to the revival of distressed
companies and sustained profitability.

This was further buoyed through Rights
Issues and IPOs that ensued contributing
Rs. 9 billion, strategic investments adding
Rs. 6.3 bilion and private placements
amounting to Rs. 7 billion. The total NPAs
also decelerated to Rs. 20 billion with

the exposure to NPAs relative to the total
outstanding loans declining to 5.1% from
7.9%. Interest margins of the entire sector
showed considerable gain, improving 6.4%,
while net interest income also climbed by
33%.

With the new regulations pertaining to the
Finance Companies Act No. 42 of 20711
coming into effect, SLCs are also required
to maintain liquid assets of 5% by January
2012 and 10% of total liabilities by 1st
January 2018.

There is a marked emphasis in buoying
the inclusive growth policy herald in the
Mahinda Chinthana vision, which has seen
an unrelenting focus on balanced regional
development, where the South as well

as the North and East were included in

a large-scale development programme,
ensuring that development is equitable and
palanced. This intensity to spur sustainable
development and growth gained fillip this
year with the financial services sector and in
particular the leasing industry being urged
to extend funding facilities not only for large
scale development but also for micro and
SME sectors as well.

Company Performance

Having completed fifteen years in the
leasing industry and etching its leadership
indelibly in the annals within the annals of
Sri Lanka's leasing tomes, PLC's debut into
the Colombo Stock Exchange (CSE) was
truly historic. The epoch making Initial Public
Offer (IPO) presented 390 million ordinary
shares to the public at Rs. 18 each and
was ranked as the second largest IPO in
the country raising over Rs. 7 billion. More
milestones were created as the IPO was
oversubscribed by an unprecedented Rs.
2.3 billion within a few hours of the opening
day, despite overall market sentiment being
at the lowest ebb and investor confidence in
the market seeing nosedives.

However, it is the Company's

committed persona with its deep rooted
transformational mindset over fifteen years
to walk the extra mile, engage in competitive
business areas, gain the confidence of
private sector custom and retain them with
customer service excellence and delivery
promise that added to the success of the
IPO. Over the years, PLC forged ahead

with its own brand of innovation, created
pioneering paths, went beyond the concept
of specialised leases and has grown to
become a formidable icon in the corporate
annals of Sri Lanka. This IPO broad based
ownership and brought PLC into compliance
with the special directive of the Monetary
Board of the Central Bank of Sri Lanka.

Post the IPO, People's Leasing Company
Limited effected a name change to People's
Leasing Company PLC.



“While our
quantitative
performance is
amply qualified by
the strong numbers,
People’s Leasing’s

very strong emphasis
on governance,
ethics, transparency
and accountability
were well maintained
throughout the year.”

With your Company most committed to
being a driver of national development,
whether in macro infrastructure or in building
entrepreneurs, PLC's ground breaking
initiatives saw extraordinary results once
again this year. Profit before tax is displayed
at Rs. 5,983 million compared to last year's
Rs. 3,721 million, a significant growth of
60.79%, while profit after tax improved as
well to Rs. 4,207 milion from Rs. 2,580
milion, gaining nearly 63% growth. Revenue
saw considerable growth of 42.50% as
well, gaining to stand at Rs. 13,991 million
from Rs. 9,818 million last year. As has
pbecome synonymous with the companies
within this Group, NPAs were contained at
an outstanding 0.65%, even better than the
percentage of 1.33% of last year, and very
impressive when compared to the industry
average which hovered around 5%.

While our quantitative performance is amply
qualified by the strong numbers, PLC's very
strong emphasis on governance, ethics,
transparency and accountability were

well maintained throughout the year, your
Company gained numerous kudos. Fitch
Ratings Lanka upgraded PLC's long term
rating to A+(lka) from A(lka). A coveted gold
award was also conferred for the fourth
consecutive year in the leasing sector at
the Annual Report Awards organised by
the Institute of Chartered Accountants

of Sri Lanka re-iterating your Company's
commitment to creating a milieu that

goes beyond compliance. Similarly, Sting
Consultants presented PLC with a Gold
Rating for Corporate Accountability for

our inherent and responsible business
practices, while ACCA credited the
Company with a Sustainability Reporting
Commendation Award for transparent and
accountable sustainability reporting. We are
most honoured to be considered by the
Credit Information Bureau of Sri Lanka as a
model entity for data accuracy having been
ranked A+ for our institutional data quality
with regard to credit.

With our extraordinary performance
recorded this year, the Board paid an interim
dividend of Rs. 0.50 per share amounting
to a total of Rs. 780 million, of which parent
People's Bank gained Rs. 585 million from
the total dividend payment.

The Journey Ahead

The world will surely be journeying towards
a year that will combine risks and recovery
measures in its wake. The IMF predicts
that while the USA will go into its election
year with better growth prospects primarily
due to its fiscal policy stimulus and
accommodative monetary conditions, the
Eurozone will continue declining into a mild
recession. Emerging markets and advanced
economies will be robust and continue

1o be the trusses upon which the global
economy will lean on, albeit a little slower
than anticipated. A concemn in the coming
year will be the high credit and asset price
growth in these economies, which may be
exacerbated if there are any disruptions in
global oil supply.

While the year has been one of good results
for Sri Lanka, it is observed that there are
external trends that may require some
changes to be effected. This has already
begun with Central Bank of Sri Lanka
revising the country's GDP forecast to 7.2%
from the original 8% as a means of being
more current and in taking the envisaged
risks, threats and global dimensions into
account. We also observe other correctional
initiatives being implemented including the
credit growth ceiling and floating of the
rupee, which are all aimed towards better
fiscal management in a year in which Sri
Lanka will naturally feel the impacts of global
turmoil.

While this landscape may not be too
optimistic for some companies, for PLC

it presents opportunity. Your Company is
on the threshold of reaching even greater
heights, ready to transform and poised for
growth. The results envisaged for the next
year may not be as exemplary as those
seen this year, but PLC remains confident

that the trajectory it has embarked on, will
hold it in good stead to charter challenges
and opportunities alike. We see mega
infrastructure continuing and the focus on
SMEs continuing as well. We also observe
accent on accelerating the development

of key economic drivers and a keen input
towards inclusive sustainable development.
With PLC having broad based our business
competencies, this national focus augurs
well for our jouney ahead and the ethos of
inclusive development adds credence to our
ultimate vision.

Appreciations

\We have seen a series of regulatory and
compliance changes this year for the
financial services industry sector. While we
have always maintained a close relationship
with the Central Bank of Sri Lanka, | reiterate
that this year, the Governor and officials

of the CBSL have been proactive in their
advice and guidance to us and | thank
them implicitly for that. With our maiden IPO
making way for a listing on the CSE, | would
also like to extend my appreciation to the
Chairman and officials of the Securities and
Exchange Commission who continue to be
available to give us direction and counsel
whenever required.

| like to welcome to the Board, Independent
Directors Mr. P. A. . S. Perera and

Ms. M. G. Jinadasa wishing them a
successful tenure on the Board of this very
progressive company, while also thanking
my fellow directors for their continued
support in having led your Company to
'Such Great Heights'. My appreciation is
also placed on record to the Managing
Director/CEO and the team at PLC whose
unrelenting focus to ensure that PLC
remains at the helm and a leader worthy of
emulation not only in the leasing industry
but for Corporate Sri Lanka truly makes me
proud. To our valued business partners,
customers and other stakeholders, your
continued loyalty and confidence in being a
partner in our aspirations, deserves much
appreciation.

e

W. Karunajeewa
Chairman

26th April 2012
Colombo
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CEO’s Review of Operations

“In these fifteen years, we have opened
chapters, rewritten them and made ourselves
a successful case study and a model icon
for corporate Sri Lanka to emulate. This is
our simple recipe for achieving great things;
‘watch’, ‘learn’ and ‘lead’. This is how we
have climbed to ‘Such Great Heights’.”

“Hence, our debut on the Colombo Stock Exchange,
in this year became yet another chapter that we wrote
with great aplomb.”

Shareholders’ Funds
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M Other reserves Retained earnings

Total shareholders’ funds increased by 116%
to Rs. 18,270 million from Rs. 8,442 million
shown last year.




What an eventful year it has been for us!
We have truly taken the maxim of ‘Such
Great Heights’ to another plateau. In

our fifteen years, which we celebrated,
People’s Leasing has etched its name
indelibly as a spearhead, a leader, a
trendsetter and an innovator and these
are pronouncements made by our

peers in both the industry and corporate
sphere. We have, as you know, worked
through eras that have been challenging
and difficult. But, having foreseen these
challenges and the trends that may
ensue, People’s Leasing retained its
forward thinking stance and instituted the
necessary rudiments to ensure that the
Company was ready for the challenge. Into
this equation, we continued to work with
our stakeholders, proactively engaging
them into our strategic plans and ensuring
that we create a Company that they would
truly be proud to be a part of. Similarly, we
have also constantly sought opportunities
that would give us firm footholds in our
leadership stance and this spurred us to
today to create one of the most dynamic
Groups of Companies under the People’s
Bank umbrella.

And, in these fifteen years, we have
opened chapters, rewritten them and
made ourselves a successful case study
and a model icon for corporate Sri Lanka
to emulate. This is our simple recipe for
achieving great things; ‘watch’, ‘learn’ and
‘lead’. This is how we have climbed to
‘Such Great Heights’.

Debuting on the Colombo Stock
Exchange

A decade of market leadership and PLC
was ready to take on the Colombo Bourse.
Looking back, | do believe that in just five
years since inception, we became the
predominant leading player in the leasing
industry and now ten years on, to continue
at the zenith in this competitive milieu is
truly remarkable. Hence, our debut on

the Colombo Stock Exchange (CSE), in
this our fifteenth year became yet another
chapter that we wrote with great aplomb.

Our maiden Initial Public Offer (IPO), which
came into the market with a listing of
390,000,040 Ordinary Voting shares at

an issuing price of Rs. 18 per share broke

records. It was oversubscribed within a
few hours of the opening day, despite
coming into a milieu that held eroding
market sentiments. PLC notched yet
another record by becoming the second
largest IPO in the history of the Colombo
Bourse, raising over Rs. 7 billion.

The primary objective of this IPO was

to broad base the ordinary voting

share base, aligned to a directive of the
Monetary Board of the Central Bank of
Sri Lanka. While the IPO was designed
to be compliant with this directive, | do
believe that PLC was ready to become a
listed company as it had already earned,
instituted and enhanced the traits and
characteristics required of a public
company. The listing also effected a name
change for the Company to People’s
Leasing Company PLC, which came into
effect on the 9th of December 2011.

While making a seamless transition from

a limited liability company to a public
quoted one, PLC’s ownership profile

also changed from being a fully owned
subsidiary of People’s Bank to a public
quoted company. As a result, shareholding
patterns also changed from People’s

Bank having 100% ownership to 75%
ownership, with 25% spread among other
institutes and individuals. By 31st March
2012 , share ownership was spread among
164 institutions and 9,949 individuals.
Total shareholders’ funds too as a result
increased by 116% to Rs. 18,270 million
from Rs. 8,442 million shown last year.

The IPO is not just significant due to the
speed in which it fueled investment. The
success is also unigue for an indigenous
institution. PLC, being a totally Sri Lankan
company proved with this successful IPO,
that investors recognise the merits of an
astutely managed pragmatic company
that has displayed consistent growth
paradigms and is open, transparent,
accountable for its actions, ethical and
well-governed. This was amply proven
when the IPO also attracted fourteen
foreign investors, investing US $16 million,
which is truly noteworthy and augurs well
not only for PLC, but for the industry and
the country as a whole, in that it buoys
investor confidence overall.

Another milestone was that the PLC IPO
drew over six thousand new investors
into the market. This is doubly significant
because the CSE has been working on
a number of initiatives to broad base

the investor framework, promoting the
advantages of investing in the market in
both rural and urban spaces. The fact
that PLC was able to entice this many
investors, primarily smaller and medium
based ones, is truly commendable and
augurs well for the future of the market
as these investors have now opened
Central Depository System accounts and
will undoubtedly begin investing in listed
companies, making the market more
active.

However, we have faced a challenge in
that our share price at close of this review
period has taken a fall, echoing systemic
market characteristics. While this is
reflective of overall investor confidence,

| must reiterate that it is not reflective of
investor confidence prevailing for PLC.
What investors are pleased and continue
to focus upon is PLC’s ability to achieve
targets and objectives both quantitative
and qualitative. Given our past records
even through some very difficult periods,
PLC has proven beyond doubt that it is a
Company that believes in delivering results
and this demeanour remains unchanged,
fueling confidence among our investors,
firmly positioning our investors as future
partners on our journey.

Making our Home in an Iconic Building
In celebrating our fifteenth year, PLC’s
dream of having its very own Head Office
to become the axis of its core operations
became a reality in July 2011. The state

of the art ‘Green’ building with its twelve
levels in the heart of the commercial locale
of Colombo 8 is a revolution within the
construction industry. We are also most
proud that the Group’s subsidiary, People’s
Leasing Property Development Limited,
together with award winning construction
partner MAGA Engineering completed the
building on time and delivered the rigorous
specifications we required of the building.

The new Head Office building of PLC is
constructed using eco-friendly material
and is designed to conserve energy.
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“In celebrating

our fifteenth year,
People’s Leasing’s
dream of having its

very own Head Office
to become the axis
of its core operations
became a reality in
July 2011.”

A state of the art ‘building management
system’ effectively controls energy
consumption in energy intensive areas,
while the building is designed to take full
advantage of natural light.

From an operational perspective, PLC
head office now centralises systems

and processes that earlier may have

been disjointed or independent, requiring
more manpower and time for decision
making. Having installed one of the most
sophisticated [T systems within Sri Lanka’s
leasing industry, PLC is now fully networked
and automated, with the ICT department
positioned within the Head Office, being
the nucleus for the smooth workings of all
operations.

We are also able to now make speedier
and well informed decisions in minimum
time, ultimately ensuring that our
stakeholders benefit. This extends not only
for customers, but for suppliers as well,
with a sophisticated procurement process
installed and imbues advantages for our HR
processes and shareholders. Our eventual
aim is to make PLC a paperless office.

Recognised and Applauded
Joumeying towards ‘Such Great Heights’
is a process that requires a well chartered
map. And this has been our strength,
given that from inception, PLC has
always mapped goals and ensured that it
achieved them, no matter how ambitious.
QOur plans have been aggressive and
deemed impossible at times, but in

true measure, we have achieved and

jouneyed to great heights. This then has
been amply recognised and rewarded

by professional and peer organisations,
who have acknowledged that PLC goes
beyond a culture of compliance and into a
culture of spearhead. We have continuously
been accorded awards and ratings for our
consistent performance and imbuing of
stringent governance and standards, which
have in the main, all established only to
ensure that our stakeholders are given a
truly sustainable company.

From a quantitative perspective, there's

no argument about our prowess. And this
was further augmented when Fitch Ratings
Lanka upgraded our national long term
rating to A+(lka) from the existing A(ka).
Similarly, the Credit Information Bureau

of Sri Lanka (CRIB) titled PLC as a model
company for data accuracy, granting PLC
an A+ institutional data quality rating which
is exemplary.

Qualitatively we are extremely focused on
transparency, accountability, governance,
ethics, social and environmental
responsibility. The initiatives which have
been uncompromising, stringent and very
focused have been tirelessly incorporated
into the Company’s vision, mission and
strategic policy and brought with it apt
rewards from Sting Consultants, the Institute
of Chartered Accountants of Sri Lanka

and Association of Chartered Certified
Accountants (ACCA ) Sri Lanka. Sting
Consultants conferred a Gold Rating for
Corporate Accountability for the Company’s
inbuilt responsible business practices which
meet the expectations of stakeholders,
while ACCA Sri Lanka commended PLC

for its transparency and accountability in
sustainability reporting. PLC was also the
only leasing company to be presented

an award at this prestigious ceremony
which rewards transparency and judges
companies on their compliance to the
stringent Global Reporting Initiative (GRI)
guidelines which promotes responsible
reporting. The Annual Report Awards
organised by the Institute of Chartered
Accountants of Sri Lanka presented PLC
with a Gold Award for the fourth consecutive
year for excellence in the leasing sector.

[t must be noted that PLC has also
continuously been placed among the Top
State 20 organisations by LMD positioned
at No. 12 in the July 2011 publication

and among Sri Lanka’s Leading Brands

as adjudged by Brand Finance PLC. PLC
etched itself into the Annual Brands Annual
publication at No. 21, with a brand value of
Rs. 3,015 million.

Looking at our Financial Performance
We are looking at a leasing industry that
had a great year, especially in the first three
quarters of the year under review. You
would read a more detailed explanation

of the Specialised Leasing Companies’
performance in the Chairman’s message but
in a nutshell, with the single digit interest rate
regime prevailing for most part of the year,
the entire Non-banking Financial Institution
(NBFI) which encompasses leasing and
finance, showcased a noteworthy profit
figure of Rs. 16 billion, compared to Rs. 5
billion posted last year. However, it was also
a milieu in which the Central Bank of Sri
Lanka brought in the Finance Business Act
of 2011 in order to introduce more stringent
monitoring and control measures into an
industry that did fall on hard times not too
long ago. The diktats though stringent,

are pragmatic as it implements numerous
and expansive measures to ensure that
stakeholders, especially depositors are
protected from any ambiguity and adequate
awareness and education pervades the
market regarding deposit taking institutions.

PLC presents another record breaking year
in profitability and in some Key Performance
Indicators. Our profit after tax gained

63% from standing at Rs. 2,580 million

in 2010/11 to Rs. 4,207 million this year.
Similarly, profit before tax showed similar
trends inclining 61% from Rs. 3,721 million
to Rs. 5,983 million. The gamut of initiatives
we continued to introduce throughout the
year in product development, product
innovations, expanding our product portfolio,
accessibility and touchpoint network, while
ensuring that our customer service levels
achieve excellence continuously, are the
vital attributes to this quantitative showcase
of prowess. Revenue also increased to

Rs. 13,991 million, a total of 43% from Rs.



9,818 million last year. Total assets too saw
an increase of 43% to stand at Rs. 79,628
million, while total grantings upped 17% to
Rs. 48,857 million.

One of our biggest achievements this

year is in continuing to decrease our Non
Performing Advances ratio (NPA), which

is way below industry average at present.
As a background note, | must mention

that for many consecutive years, PLC has
always maintained a healthy NPA ratio,

well below industry average but this year
marks the first time that we have maintained
it even below the single digit, which we
had last year at 1.33%. This year, with an
NPA ratio at decimal points, 0.65% to be
exact, our focus on emphatic monitoring
and controls has assuredly borne fruition.

It is also pertinent to note that PLC retains
a very focused concentration on each of
our customers and have, in difficult imes in
prior years, restructured and thus enabled
customers to continue their entrepreneurial
ventures and businesses. Being conscious
of nurturing our partnerships in the best
way possible to ensure sustainable growth
for both the customer and the Company,
we do believe it is this strong foundation of
partnerships that has enabled us to grow
a company that has a negligible Non-

“As a background
note, | must mention
that for many
consecutive years,
People’s Leasing has
always maintained

a healthy NPA ratio,

well below industry
average but this
year marks the first
time that we have
maintained it even
below the single
digit.”

performing loan portfolio, which is most
uncharacteristic within the financial services
industry milieu.

Meanwhile, having evaluated the Company’s
lending portfolio and the more conducive
macro economic milieu and market
conditions prevailing, we decided to reverse
the remaining general provision of Rs.
1,611.48 million, which saw us achieve
anet gain of Rs. 1,063.03 million added

to the Net Profit. Net provision meanwhile
stands at a negative Rs. 1,434 million, while
the Company has written off Rs. 135 million
in bad debts. Our disposal loss is seen at
Rs. 67 million .

Driving a Winning Team

To achieve great heights, the Company
surely has to be driven by a winning team
and I am most proud to have a team that
espouses the foundations of leadership,
team spirit, entrepreneurial spark,
dynamism, innovation and is equipped with
an attitude that believes in transforming word
and deed ahead of time. Ours is a team that
moves beyond the rhetoric and into action.
This is amply evidenced in the results that
PLC showcases year on year, consistent
and very sustainable.

These results are not only in numbers.
You will acknowledge that our team is
totally stakeholder focused. Yes, growing
our numbers are important to us, but so

is responsibility and sincerity of action,
building and nurturing partnerships, creating
an empowering milieu for our communities
and being environmentally conscious. This
is a team that | see, as having the heart,
body, mind and soul of winners; winners
who care, who nurture, who give and who
achieve.

Training and development therefore remains
an ongoing process for our 1,080 strong
team. We are keen on ensuring that they
are equipped with the apt tools, skills and
knowledge to make informed speedy and
efficient decisions, continue to enhance
their productivity and establish the right
infrastructure including ICT enablers to
ensure that they can perform to their
optimum. We are also in the process of
reviewing our HR manuals on training and

development, code of ethics, behavioural
performance and other germane HR areas,
all of which will be updated according to
needs and expectations through next year.

One of our focus areas this year is in
meeting the expectations and bridging the
gaps that appeared in the independent
Customer Service Survey implemented

last year. Given that we walk the talk when
it comes to customer service, we are
extremely eager to ensure that we exceed
customer expectations and having gained
an insight into the gaps that exist and the
expectations required from us, we initiated a
series of workshops cascaded to the entire
team. These detailed the gaps, suggested
solutions and also brought the team into
the discussion process in implementing the
solutions. The improvement inputs already
in motion has begun instituting methods,
processes and systems that would see
efficiency and productivity improvement,
build and strengthen relationships, optimise
resource utilisation and engage the team
for added employee volunteerism and
ownership in our social stewardship
activities.

More information on our HR development
and management initiatives is available in
the PLC Sustainability Report.

Enhancing Accessibility

PLC has now grown into a formidable group
of companies, bringing under its umbrella

a plethora of synergies that have been
designed to drive business into an era that
will surely become challenging. We strongly
believe that we are on the threshold of being
able to provide total financial solutions given
the wide competencies, business scope
and networking capabilities that PLC has
within its portals.

This year, People’s Leasing expanded its
branch network to 35, positioning ourselves
strategically in Grandpass, Bandarawela
and Nawalapitiya, while adding a total of

17 mini-branches as well. With the addition
of two new window offices to total 126,

our 178 touch-points are now expansive
and strategic. We use our parent People’s
Bank's network for added accessibility,

with trained personnel available within Bank
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branch premises to execute business
transactions. Similarly, we also enable our
finance, Islamic finance and microfinance
businesses to gain more accessibility by
imbibing them into geographic localities
where their presence is not yet afforded.
This is a two-fold advantage in that it not
only allows these business synergies

to leverage on our presence, but it also
allows these subsidiaries to analyse if
there’s a need for an individual presence
before actually establishing hardware and
infrastructure on the ground.

Adding Fillip to Social Stewardship
PLC has in the last five years been engaged
in adhering to the Global Reporting Initiative
guidelines in sustainability reporting. This
reporting process has helped us to focus
on ensuring that our sustainability policy in
both social and environmental, matches
our actions and that the targets set for

the year are unequivocally met. We fully
acknowledge and recognise that companies
are no longer judged by profitability alone
and our social responsibility strategy has
been that we should be a company that
promotes inclusive empowerment. We
respond to all our stakeholders by imbuing
the deliverable core values of economic
viability, environmental responsibility and
social accountability.

“We fully
acknowledge and
recognise that
companies are no
longer judged by
profitability alone
and our social

responsibility
Strategy has been
that we should be
a company that
promotes inclusive
empowerment.”

We have never believed in ad-hoc
development nor philanthropy without

long term sustainability. Each of our
stakeholders must benefit optimally from our
presence, input and impact and therefore,

it is imperative that our social projects are
focused and sustainable. The communities
we engage with must be empowered

and in tum, our employees must enjoy
integrating and involving themselves in these
communities, gaining a sense of ownership
for the initiatives they engage in.

The sustainability reporting process we now
adhere to has enabled us to identify four
integral areas for us to focus upon as our
social responsibility initiatives. These are
education, health and wellness, cultural and
religious appreciation and an overarching
premise on enterprise development to spark
both entrepreneurial enhancement and
infrastructure development.

Similarly, our environmental consciousness
has heightened. We are permeating waste
management and energy conservation
initiatives across the organisation, while also
making a conscious effort to integrate the
3R (Re-use, Reduce and Recycle) concept
into our daily operations. The fact that our
Head Office is a ‘Green’ building and is a
catalyst in encouraging this environmental
consciousness adds to our emphasis in
reducing our carbon footprint and building a
cleaner greener planet.

Entering a different paradigm

Having observed macro economic trends
both locally and globally, we realise that the
coming year will not be an easy one. In fact,
we plan for a year of consolidation, which
we feel is prudent in the envisaged era
ahead. Most of our expansion plans have
been met during this year in anticipation

of the inconsistent growth patterns we
observed towards the end of the financial
year. We have observed volatility in the
interest regime, currency and thus in inflation
which will remain characteristic in the short
term at least in the coming year. This will
naturally have a permeating impact on the
leasing industry, touching our business
prospects as well.

Similarly, another feature that will imbue
significant impacts on the financial services
industry in the coming year is the credit
celling introduced in February by the
Central Bank of Sri Lanka (CBSL), meant
as a measure to rein in loan growth. This,
coupled with the exchange rate float, is
stated by the Monetary Authority as in tumn
narrowing the widening external deficit.
The wider belief is that this measure wil
impact the smaller financial institutions but
permeating results will only be seen at the
end of the coming year.

Another policy measure that is going to
affect the financial services industry and in
particular the leasing industry is the revision
of customs duty and excise duty on motor
vehicles.

We have however, instituted the necessary
fundamentals this year, to ensure that the
stability and strength we have showcased
will continue remain the foundation upon
which we grow. We foresee the challenges
henceforth and have instituted some
strategic measures intemally to ensure that
our customers and potential customers
will have options to work with. In addition,
one of our targets for the coming year is

to begin looking at foreign debt markets
for investment potential as we believe that
much opportunity lies in expanding our
horizons into that area.

Aligned to our large stakeholder base and
our unwavering stance of always engaging
our stakeholders, the Company will form

an Investor Relations Division to deal with
queries, submissions and general investor
information. The Officers manning the unit
will always accessible to investors and
equipped with the apt knowledge to ensure
that investor advice and counsel is judicious.

We are keen on adding more buoyancy
to the country’s industry and infrastructure
development initiatives. While an
accelerated development plan according
to the national vision of making Sri Lanka
South Asia’s economic hub is currently
well on target, we also see huge potential
in investing in road, port and aviation



infrastructure which we intend to gain a
larger foothold into. Seeing that the tourism
industry too is a definite growth driver for the
national economy, our investment horizons
are expanding into this industry, as is the
mixed development and condominium
industries that are taking root.

Appreciating Our Spearheads and
Stakeholders

As you know, we have been through a very
momentous year, compounded with the
facts that we are now a listed company and
have been commended for our compliance
in regulatory spheres. | must thank the
Govermnor of the Central Bank of Sri Lanka
and the officials who are always accessible
to us, whenever we are in need of direction
and guidance in these areas and similarly,
the Chairman and officials of the Securities
Exchange Commission of Sri Lanka, who
have continued to reiterate their support and
co-operation throughout the chapters we
have opened this year.

| have been most fortunate to have the
good counsel, direction and leadership
from a very pragmatic Chairman and
Board of Directors, who truly believe

in this Company’s founding tenets. I'm
also pleased to welcome to the Board,
Independent Directors Mr. PA.LS. Perera
and Ms. M.G. Jinadasa, knowing that
PLC will benefit from the expertise and
experience they will add to the Company.

My team is the best, undoubtedly so. And

it is to them that | pledge a commitment

that PLC will continue traveling to great
heights. They have always been ambitious
and aggressive when it comes to reaping
results, while retaining a human feel for the
stakeholders we deal with. Thank you for
your efforts and your continued commitment
which will hold us in good stead as we enter
a year of different challenges.

My heartfelt thanks to our customers, who
believe strongly in being a firm partner with
us and have displayed exemplary loyalty
throughout. Similarly to our valued business
partners, who remain proactively engaged

with us and are consciously working on
pbuilding strong relationship foundations for a
win-win formula.

PLC is truly a benchmarked leader and
intends to remain so. Today, it has six
subsidiaries, a total of 1,500 team players
within the Group, an expansive touch-point
capability and an unwavering commitment
to serve. This to us, is the formula that will
make us continuously re-write the history

books, map routes and embark on journeys.

The year to come will not be easy given the
trends of volatility and uncertainty especially
in the economic milieu that we see, but

for PLC, these will pose yet another raison
d'etre to lead the industry and create
pathways for others to follow. We intend to
continue this exciting journey that will take
us to, ‘Such Great Heights'.

D. P. Kumarage
Chief Executive Officer/ General Manager

26th April 2012
Colombo
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Board of Directors

Mr. W. Karunajeewa
(Chairman)

Non-Independent, Non-Executive Director

Mr. W. Karunajeewa was appointed as the Chairman of the Board of People’s Leasing
Company PLC in July 2007. At present, he is the Chairman of People’s Bank, People’s
Finance PLC , People’s Leasing Fleet Management Limited, People’s Leasing Property
Development Limited, People’s Leasing Havelock Properties Limited and People’s
Microfinance Limited. He holds a B.Com Degree from the University of Ceylon and is an
Attorney-at-Law. Prior to his appointment as the Chairman of People’s Bank, he also
served as the Chairman of the Employees’ Trust Fund (ETF) Board from December 2005

to May 2007 and as the Chairman of the Ceylon Fisheries Corporation from October 2000
® December 2001. He held the position of a Working Director at the Ceylon Fisheries
Corporation during the period July 1996 to October 2000 and had been a Working Director
of the ETF Board during the period January 1995 to June 1996. The Institute of Bankers of
Sri Lanka recently awarded an Honorary Fellowship to Mr.Karunajeewa in recognition of the
contribution, commitment and outstanding services rendered to the Sri Lankan Banking
Industry.



Dr. D. J. D. Jayakody
(Non-Independent, Non-Executive Director)

Dr. D. J. D. Jayakody was appointed as a Director of People’s Leasing Company PLC in
July 2007. He is also a Director of People’s Bank, People’s Finance PLC, People’s Leasing
Fleet Management Limited, People’s Leasing Property Development Limited and People’s
Leasing Havelock Properties Limited. He is a Management Consultant and was a Senior
Lecturer in the Faculty of Business Studies and Finance at the Wayamba University. He
obtained a Ph.D in Management from International University of America (UK) and holds

a B. Sc. (Administration Special) Degree and also an MBA awarded by the Postgraduate
Institute of Management (PIM) of the University of Sri Jayawardenepura. He is a Fellow
member of the Institute of Public Finance and Development Accounts and a member of
the Institute of Management of Sri Lanka. He is also a member of the Institute of Internal
Auditors. He has Senior Management experience in accounting, finance, auditing, human
resources, training, quality and productivity. He has served in capacities as Accountant,
Chief Internal Auditor, Deputy General Manager and Additional General Manager. He

was also a Reserve Assistant of Superintendent of Police and was in Charge of the
Recruitments and Police Reserve Training Colleges. He has served as a member of the
National Labour Advisory Council under the Ministry of Labour and as a Director of the
National Livestock Development Board. He has served in the Faculties of Graduate Studies
of Management and Finance and the University of Colombo as a visiting lecturer.

Mr. N. Vasantha Kumar
(Non Independent, Non Executive Director)

Mr. N. V. Kumar was appointed as a
Director of People’s Leasing Company
PLC in July 2007. He is also a Director
of People’s Leasing Havelock Properties
Limited and People’s Travels Private
Limited.

At present he serves as the Acting CEO/
General Manager of People’s Bank. Prior
to joining People’s Bank in March 2001,
he served as Treasurer at ANZ Grindlays
Bank, Colombo. He holds a Master’s
Degree in Business Administration and
counts nearly 32 years experience in
Treasury Management. He was the Past
President of the Association of Primary
Dealers and of the Sri Lanka Forex
Association.



Mr. W. S. S. Bandara
(Non-Independent, Non-Executive
Director)

Mr. W. S. S. Bandara was re-appointed as
a Director of People’s Leasing Company
PLC in June 2010 subsequent to his
resignation in May 2010. He is also a
Director of People’s Finance PLC, People’s
Microfinance Limited and State Mortgage
and Investment Bank. He is an Attorney-
at-Law and Notary Public. He holds a BA
ons.) Degree in Criminology and Criminal
Justice and has served as a Director of the
Ceramics Corporation.

Mr. P. A. I. S. Perera
(Independent, Non-Executive Director)

Mr. P. A. I. S. Perera was appointed as a Director of People’s Leasing Company
PLC in August 2011. He presently holds the position of Chairman of the

Urban Development Authority, Lanka Logistics and Technologies Limited and
Onally Holdings Limited. He also serves as an Independent Non-Executive
Director of People’s Finance PLC and a Director of Ocean View Development
Company Limited, Peliyagoda Warehouse Company Limited, Urban Investment
Development Company Limited, Urban Settlement Development Authority, Waters
Edge Company Limited and Rest House Management Limited. He served as

an Executive Consultant for Noritake Lanka Porcelain (Private) Limited and was
the Director/General Manager at Noritake Lanka Porcelain (Private) Limited,
Noritake Pannala Limited and Matale Packaging (Private) Limited. He has also
served as a Director of Lanka Ceramics Limited and Lanka Salt Limited and

as a member of the Labour Advisory Council. Mr. Perera was awarded the title

of “Best Chief Executive” by the Sri Lanka Association of the Advancement of
Quality and Productivity in 1998. From 1974 to 1979, Mr. Perera was employed
at International Computers Limited., and M/s. R. K. Fryer & Co., Chartered
Accountants in UK as an Accountant and Audit Senior respectively. Mr.Perera has
completed up to the final stage of Association of Chartered Certified Accountants
(U.K.) and is a holder of a Diploma in Accountancy and Higher National Diploma in
Finance from U.K.



Ms. M. G. Jinadasa
(Independent, Non Executive Director)

Ms. M. G. Jinadasa was appointed as a
Director of People’s Leasing Company
PLC in August 2011. She is an Attorney-
at-Law with 16 years of active practice in
the areas of Industrial Law, Constitutional
Law, Administrative Law, Contracts, Torts
and Commercial Law. Apart from her
career as a legal practitioner, during the
period 2005 to 2009, she served as the
Ombudsman at Sri Lankan Airlines Limited
for the Policy against Sexual Harassment.
Presently she serves as a Independent
Non Executive Director of People’s Finance
PLC.

Mr. Rohan Pathirage
(Secretary)

Mr. R. Pathirage was appointed as the Company Secretary of People’s Leasing Company
PLC in December 2007. At present, he is the Secretary to the Board of Directors of
People’s Bank. He serves as the Company Secretary of People’s Travels (Pvt) Limited,
People’s Leasing Fleet Management Limited, People’s Leasing Property Development
Limited, People’s Insurance Limited, People’s Leasing Havelock Properties Limited and
People’s Microfinance Limited.

He is an Attorney-at-Law with a Bachelor of Laws Degree from the University of Colombo.
He holds a MBA in Bank Management from the Massey University in New Zealand.



Senior Management

Mr. D. P. Kumarage
Chief Executive Officer /General
Manager

Mr. Kumarage has been
functioning as the CEO/GM

of People’s Leasing Company
since September 1997. He is
also the Managing Director of
People’s Finance PLC, People’s
Leasing Fleet Management
Limited, People’s Leasing
Property Development Limited,
People’s Leasing Havelock
Properties Limited, People’s
Microfinance Limited and
People’s Insurance Limited.

He has over 33 years of

experience in Banking and

Finance at People’s Bank

and retired as a Deputy

General Manager. He holds

a Postgraduate Diploma

in Modern Banking and

is a Passed Finalist of

the Chartered Institute of

Management Accountants,

UK. He is the Vice President

of the Asian Leasing and

Finance Association and former

Chairman of the Leasing

Association of Sri Lanka. In

addition, he serves as a Non
xecutive Director of SANASA

Development Bank and Lanka

Ashok Leyland PLC and is

a Director of the Financial

Ombudsman Sri Lanka

(Guarantee) Limited (FOSL).

Mr. K. M. M. Jabir
Deputy General Manager —
Operations

Mr. Jabir joined People’s
Leasing Company in 2005 as
Assistant General Manager
and currently functions

as the Deputy General
Manager - Operations. He
holds a Bachelor’s Degree in
Commerce, and is a Fellow
Member of the Institute of
Bankers and a finalist of

the Chartered Institute of
Management Accountants,
UK. He is also a panel lecturer
of the Institute of Bankers, Sri
Lanka. He has over 27 years
experience in the finance
sector, including commercial
banking, merchant banking
and leasing. He also serves as
a member of the Management
Committee of People’s Finance
PLC and overlooks Islamic
Finance Unit ‘Al Safa’ of
People’s Finance PLC.

Mr. K. S. Bandaranayake
Deputy General Manager —
Finance & Administration

Mr. Bandaranayake is an
Associate of the Institute of
Chartered Accountants of Sri
Lanka since 1993, Member

of the Institute of Certified
Management Accountants of
Australia, Fellow of the Society
of Certified Management
Accountants of Sri Lanka and
a Finalist of the Chartered
Institute of Management
Accountants of UK and
possesses 5 years experience
at Ernst & Young Chartered
Accountants. He has over

19 years of post qualifying
experience at a very senior level
in the finance sector and joined
People’s Leasing Company in
July 2007.

He is a Vice President of

the Asian Financial Services
Association (AFSA). He was a
former Chairman of the Leasing
Association of Sri Lanka, a
former Director of the Credit
Information Bureau of Sri Lanka
(CRIB), a former Committee
Member of the Ceylon
Chamber of Commerce and

a former counsel member of
the Sri Lanka Institute of Credit
Management (SLICM).

Mr. Lionel Fernando
Assistant General Manager —
Operations

Mr. Fernando joined People’s
leasing Company in 1995

and has been the head of
Marketing/Leasing for the past
16 years. He has over 24 years
experience in banking and
finance. He is an Associate
Member of The institute of
Chartered Accountants of

Sri Lanka and an Associate
member of the Institute of

the Bankers of Sri Lanka.

He holds a Postgraduate
Diploma in Business &
Financial Administration from
The Institute of Chartered
Accountants of Sri Lanka. He is
also a member of the Taxation
cluster of the National Budget
of Sri Lanka since 2008.




Mr. Rohan Tennakoon
Chief Manager — Branch
Operations

Mr. Tennakoon is presently
serving in the capacity of

a Chief Manager — Branch
Operations, after serving

in various capacities in the
Company over a period of
almost 14 years. He counts
22 years experience in many
diversified fields such as
accounting, manufacturing and
exporting and banking prior to
joining the Leasing Sector.

He holds a MBA from the
University of Colombo,

a MSc in Management

from the University of Sri
Jayawardenapura, a BSc in
Business Administration —
Special Degree (2nd Class
Upper) from the University
of Sri Jayawardenapura and
is an Associate Member of
the Institute of Bankers of Sri
Lanka.

Mr. Laksanda Gunawardena
Chief Manager — Branch
Operations

Mr. Gunawardena joined
People’s Leasing Company

in 2002 and had been the
Head of the Corporate Leasing
Division for 9 years. He is
presently serving as a Chief
Manager — Branch Operations.
He holds a Master’s Degree

in Business Administration.

He also holds a Diploma in
Credit Management from

the Sri Lanka Institute of
Credit Management and is

an Associate member of the
same institute. He has 18
years experience in the field of
leasing, covering the areas of
credit, marketing, recoveries,
branch development & general
management.

Mr. Damith Malavithanthila
Chief Manager — Branch
Operations

Mr. Malavithanthila joined
People’s Leasing Company in
1996 and had been the head of
Recoveries since the inception
of the Company for 12 years.
He is presently serving as

a Chief Manager — Branch
Operations and in charge

of the North, North Central,
North Western, Central and
Sabaragamuwa provinces. He
has over 24 years experience
in banking and finance, and
several years of experience in
auditing and accounting. He
is a finalist of The Institute of
Chartered Accountants of Sri
Lanka and an intermediate of
the Institute of Bankers of Sri
Lanka.

Mr. Pradeep Perera
Chief Manager - Finance

Mr. Perera joined People’s
Leasing Company in 2007 as
the Senior Manager - Finance
and was promoted as the Chief
Manager - Finance in 2010.
Prior to his appointment, he
served as a Senior Manager -
Assurance at Ernst & Young.
He counts over 18 years of
experience in the leasing,
banking, finance and audit
fields. He had the opportunity
to work at Ernst & Young,
New York. He was the Head
of Finance at LB Finance PLC
prior to joining Ernst & Young
in 2002. He is an Associate
Member of The Institute of
Chartered Accountants of

Sri Lanka and the Society

of Certified Management
Accountants of Sri Lanka. He
holds a postgraduate Diploma
in Business and Financial
Administration from the Institute
of Chartered Accountants of
Sri Lanka. He has won several
Prizes at his Professional
Curricular.




Senior Management
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Mr. Prabath Gunasena
Chief Manager ICT (Group)

Mr. Gunasena joined People’s
Leasing Company in 1999 and
has been the Head of IT for
the past 12 years. He holds a
Master’s Degree in Business
Administration (MBA) from the
University of Western Sydney
(UWS). He holds a Diploma

in Computer System Design
from the National Institute of
Business Management (NIBM),
Sri Lanka. He is a member of
the British Computer Society.
He is also a member of the
Management Committee of
People’s Finance PLC.

Mr. Udesh Gunawardena
Chief Manager Internal Audit
(Group)

Mr. Gunawardena joined
People’s Leasing Company in
1999 as an Accountant and
possesses over 12 years of
experience. He is an Associate
Member of the Institute of
Professional Finance Managers
(UK), Member of the Institute
of Internal Auditors, Member
of the Association of Treasury
Managers of Sri Lanka and
finalist of the Institute of
Chartered Accountants of

Sri Lanka. He holds a Diploma
in Treasury, Investments and
Risk Management from the
Institute of Bankers of Sri
Lanka and counts over 15
years experience in the field of
finance covering accounting,
auditing, financial management,
treasury operations and
management information
systems. He is also a world
prize winner of the Australian
Computer Society. Presently,
he serves as Secretary to
Board Audit Committees of
People’s Leasing Company
PLC, People’s Finance PLC
and People’s Insurance Limited
as appointed by the respective
Boards.

Mr. J. Gamage
Senior Manager -
Administration

Mr. Gamage joined People’s
Leasing Company in 1997
and has been the Head of
Administration for the past 14
years. He has over 34 years
experience in banking and
holds a Bachelor’s Degree

in Arts from the University of
Peradeniya.

Mr. Andy Ratnayake
Senior Manager - Risk
Management & Control

Mr. Ratnayake joined People’s
Leasing Company in October
1997 and had been Head of
Finance for ten years. For the
last five years, he is the Head of
Risk Management and involved
in CSR/CRM initiatives of the
Company.

He is @ member of the Institute
of Internal Auditors (USA) and
holds two Bachelor’s Degrees

in Commerce (Peradeniya) and
Arts — Pub. Adm. (J’ pura).

He is also a Fellow Member

of the Chartered Institute of
Management Accountants (UK),
Chartered Global Management
Accountant (CGMA) powered

by the resources and expertise
of CIMA (UK) and AICPA (USA)
and possesses part qualifications
of The Institute of Chartered
Accountants of Sri Lanka and
ACCA. Mr. Ratnayake is also a
member of the Chartered Institute
of Ship Brokers (UK), Chartered
Institute of Transport (UK), and a
holder of a Postgraduate Diploma
in Shipping from the Norwegian
Shipping Academy in Norway.
He was fielded by UNCTAD
Shipping Division in Geneva as

a consultant based in Suva, Fiji
Islands for a period of nearly one
year.

Prior to joining the Company,

he was the head of Internal
Audit at Ceylon Shipping
Corporation, General Manager
at Central Freight Bureau and
based in Riyadh Saudi Arabia
as Audit Manager. He has over
37 years experience in auditing,
accounting, shipping and general
management. Presently, he is

a Member and Secretary of the
Senior Management Committee
and Secretary to the Enterprise
Risk Management committee.




Mr. Uresh Jayasekara
Senior Manager Human
Resources (Group)

Mr. Jayasekara joined People's
Leasing Company in 2007.
He holds a Bachelor’s Degree
of Science (Honors) from

the University of Kelaniya.

He obtained his Diploma

in Management from

the Open University and
postgraduate Diploma in
Business Management from
the University of Colombo. He
also, holds a Master’s Degree
in Business Administration
(MBA) specialised in Human
Resources Management from
the University of Colombo.

He has altogether 14 years

of experience in the field of
Human Resources including
the garments, hospital and
financial sectors. He is also a
member of the Management
Committee of People’s Finance
PLC.

Mrs. Kamani Dematawewa
Senior Manager - Legal
Recoveries

Mrs. Dematawewa joined
People’s Leasing Company in
2010. She is an Attorney —at
—Law and Notary public and
has over 24 years experience in
the financial sector as a Senior
Manager Legal Recoveries,
and as a Company Secretary.
She was a former Chairperson
of the legal circle of the
Finance Houses Association

of Sri Lanka. She also holds a
Diploma in Credit Management
from the Sri Lanka Institute of
Credit Management and won
the President’s award for Best
results in year 2001 and is an
Associate member of the same
institute.

Mr. T. P. S. Peiris
Senior Manager - Branch
Operations

Mr. Peiris joined People’s
Leasing Company in 2004 and
has over 26 years experience
in Commercial Banking and
Financial Trade. He holds a
Master’s Degree in Business
Administration (MBA) from the
University of Sikkim Manipal

in India. He is an Associate
Member of the Institute of
Bankers of Sri Lanka. He also
holds a Diploma in Business
Administration from the
American College along with

a Diploma in Hire Purchase
and Leasing Businesses, and
a Diploma in Airline Ticketing
and International Management
from the Indian Institute of
Management and Technology
in Chennai, India. Presently,
he functions as the Senior
Manager at Branch Operations.
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People’s

Branch Managers

Mr. S. Liyanage Mr. Y. Premarathne Mr. M.G.L.H. De Silva Mr. S.S.D. Fernando Mr. PD.C.S. Mahanama
Senior Manager Senior Manager Senior Manager Senior Manager Senior Manager
Metropolitan Rathnapura Dehiwala Kurunegala

Mr. LK.M.N. Thushantha Mr. B.H.M.C.C. Herath Mr. R.S. Ranasinghe Mr. V.R. Ramanayake Mr. M.G.R. Priyankara
Senior Manager Senior Manager Senior Manager Senior Manager Senior Manager
Nuwara-Eliya Kelaniya Battaramulla Nugegoda Negombo

Mr. T.K. Anantheraja Mr. M.B.P.N. De Silva Mr. U.N.P. Fernando Mrs. P.N. Wimalasena Mr. N.M. Asela Bandara
Branch Manager Branch Manager Branch Manager Branch Manager Branch Manager
Jaffna Chilaw Kalutara Awissawella Kandy

Mr. W.A.S.N. Weerakkody Mr. L.T.S. Priyantha Mr. S. Abeywickrama Mr. YYM.W.P.C. Yapa Mrs. W.C. Wijenaike
Branch Manager Branch Manager Branch Manager Deputy Manager Deputy Manager
Gampaha Anuradhapura Embilipitiya Badulla Nawalapitiya



Mr. S. Senavirathne Mr. N.C. Weerasingha Mr. W.M.D.W. Weerakoon Mr. K.P.B.H. Wariyapola  Mr. G. Thushyanthan
Deputy Manager Deputy Manager Deputy Manager Deputy Manager Deputy Manager
Polonnaruwa Matara Wardplace Grandpass Pettah

Mr. L.S.C. Fernando Mr. J.M.R.C. Jayaweera  Mr. A.B. Sutharsan Mr. R.M.S.U.B. Rathnayaka Mrs. L.S. Segarajasinghe
Assistant Manager Assistant Manager Assistant Manager Assistant Manager Assistant Manager
Havelock Bandarawela Batticaloa Kegalle Vauniya

d b

Mr. A.H.C. Samantha Mr. M. Kirupakaran Mr. N.L.T.S. Senadheera  Mr. G.N.P.K.C. Karunarathna
Assistant Manager Senior Executive Senior Executive Executive
Mahiyanganaya Trincomalee Ambalantota Ampara
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HIGHER

VIEWPOINTS

We constantly set our targets into higher
and higher realm with a commitment to
achieving them, we have an ambitious
demeanour but characteristically very
attuned to the external milieu around us.

The year to come will not be easy given

the economic milieu that we see, but

for People’s Leasing, these will pose yet
another raison d’étre to lead the industry
and create pathways for others to follow.
We intend to continue this exciting journey
that will take us to, ‘Such Great Heights’.

| 29 |
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People’s Leasing Com

Corporate Governance

Our Commitment and Approach

The Board of Directors of People’s Leasing
Company PLC ("the Company”) is well
aware that a well-governed company
takes a longer-term view that integrates
environmental and social responsibilities in
analysing risks, discovering opportunities
and allocating capital in the best interests
of its shareholders. This has implications
for the Company behavior not only to
shareholders but also to employees,
customers, those financing the Company,
and other stakeholders, including the
communities in which the Company
operates. Good corporate governance
practices instill in companies the essential
vision, processes, and structures to

make decisions that ensure longer-term
sustainability. The Board of Directors of the
Company believes that these concerns help
determine profits.

The recent financial crisis both locally and
globally has heightened the need for the
Boards of Directors to provide well-informed
strategic direction and engage oversight
that stretches beyond short-term financial
performance. Doing so, the Company was
tailored to more comprehensively address
risks, by anticipating potentially adverse
impacts on people and the environment
and managing tangible and reputational
risks. It can also generate wealth by creating
shareholder value through an increase in
business opportunities and broader access
to markets. Therefore, the need to strictly
adhere to the highest principles of Corporate
Governance was focused upon by the
Company during the year under review, as
recent events in the business environment
have perceptibly demonstrated the
significance of good Corporate Governance
practices particularly for organisations in the
financial services industry.

Thus, the corporate culture of the Company
was based on an organisational environment
where sound corporate governance
becomes a way of life for each member.
This has been achieved by entrenching four
key practices in group strategy: compliance
with the law and commercial legitimacy;

fair treatment of employees and business
partners; responsibility to the environment
and the community in which we operate;
and probity, integrity and business ethics in
operational practices.

In this process and in its continued
commitment towards good Corporate
Govermance practices, the Company
emphasised particularly on the following
during the year under review;

e |n pursuit of the highest standard of
Corporate Governance, the Company
applies Finance Leasing (Corporate
Govemnance) Direction No. 4 of 2009
issued under section 34 of the Finance
Leasing Act. No. 56 of 2000 which is
effective from January 2010. The level
of compliance with the said Direction
is presented on pages 32 to 45 of this
Annual Report.

e Ensured that the Company's Corporate
Govermnance principles are set to comply
with the updated Code of Best Practice
on Corporate Governance issued jointly
by the Institute of Chartered Accountants
of Sri Lanka (ICASL) and the Securities
and Exchange Commission (SEC).

The Company has pursued most

of the principles to ensure greater
transparency, compliance, business
integrity, and professionalism towards
good corporate governance practices.
Details on adherence with these
principles are presented on pages 46 to
54 of this Annual Report.

e Ensured that the Company has complied
with the Listing Rules of the Colombo
Stock Exchange (CSE) upon the listing
of ordinary shares of the Company on
the main board of the Colombo Stock
Exchange on 24th November 2011.

e The Company believes that good

ethical behavior is a reflection of strong
Corporate Governance practices. The
Code of Business Ethics established

by the Company provides guidance to
its Directors, employees and the other
stakeholders to the practices necessary
to maintain and enhance confidence

in the Company'’s integrity and the
commitment towards good ethical
practices.

e Information Technology (IT) Governance

is a subset discipline of Corporate
Governance focused on Information
Technology systems and their
performance and risk management. T

Governance plays a vital role especially
for the organisations which are highly
dependent on Information Technology.
Therefore, during the year under review
the Company has strengthened its IT
Governance to ensure that high quality
information is used for financial reporting
and their integrity is maintained. Details
on IT Governance is presented on pages
57 to 59 of this Annual Report.

e FEffective Risk Management is a reflection
of strong Corporate Governance
Practices. Establishment of risk
governance structure encourages
effective risk management, accountability
and sound interal controls. The
Risk Governance Structure and Risk
Management is discussed in detail on
pages 95 to 105 of this Annual Report.

e The Company is committed to fulfill the
requirements of its diverse stakeholders.
In the context of the shareholders, the
Company is keen on giving a maximum
return by enhancing the wealth of
shareholders. With regard to the
employees, the emphasis is given to
develop a quality work life that ensures a
healthy, safe and secured environment.
Continuous customer satisfaction and
customer relations are the primary
factors that the Company is concerned
in terms of the customers. The
Company’s commitment to compliance
with laws and regulations applicable to
the Company and philanthropy policy
are the key concerns with regard to the
community.

Governance Structure of the Company
The Company has a comprehensive

set of policies in the area of Corporate
Governance which provides a framework to
guide the activities of its Board of Directors,
the Chief Executive Officer (CEQ), the
Senior Management team, other levels of
the Management and other employees.
The governance structure of the Company
demonstrates distinction of the functions
between the Board and the Management
while at the same time fostering
accountabllity and effective co-ordination.
The Governance Structure of the Company
can be graphically presented as shown on
page 31.



Major External Regulations ‘ Major Internal Regulations

e Companies Act No. 07 of 2007

e Finance Leasing Act No. 56 of 2000
and amendments thereto

e Finance Leasing (Corporate
Governance) Direction No. 04 of 2009

e (Code of Best Practice of Corporate
Governance issued jointly by the
Institute of Chartered Accountants of
Sri Lanka and the Securities and
Exchange Commission of Sri Lanka

e Section 7.10 of the Listing Rules of the
Colombo Stock Exchange

Articles of Association of the Company
Board of Directors’ working procedure
Internal procedure manuals

Integrated risk management procedures
Processes for internal controls

Company's codes of ethics

Ownership Structure

The ownership structure of the Company changed during the year under review. The
Company was listed on the Colombo Stock Exchange on 24th November 2011, Pursuant to
the listing, the status of the Company changed from the status of a fully owned subsidiary of
People’s Bank to that of a Public Listed Company. According to the share register as at 31st
March 2012, the Company had a total of 10,113 voting shareholders of which People’s Bank
was the largest shareholder of the Company with a stake of 75%.

Board of Directors

CEQ/ General Manager

Internal Control Mechanisms

In compliance with the Finance Leasing
(Corporate Governance) Direction No. 04 of
2009, the Board provided a report on the
Company's internal control mechanism that
confirms that the financial reporting system
had been designed to provide reasonable
assurance regarding the reliability of financial
reporting and that the preparation of financial
statements had been done in accordance
with relevant accounting principles and
regulatory requirements.

Further, the External Auditors’ Certification
on the effectiveness of such intemal control
mechanism on financial reporting has also
been obtained.

| Audit Committee

| Enterprise Risk Management Committee |

A

| Remuneration Committee |

y

DGM (Operations)

AGM (Operations)
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Documentation
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Corporate Governance contd.

Section |
Report on the Compliance with The Finance Leasing (Corporate Governance) Direction No. 4 of 2009

Relevant Matter Compliance
paragraph

number in the
direction

1. Responsibility of the Board of Directors

2 (1) (@  Approving and overseeing the relevant establishment’s strategic Complied with.
objectives and corporate values and ensuring that such objectives and
values are communicated throughout the relevant establishment. Approving, overseeing, communicating and

monitoring the strategic objectives, corporate
values, overall business strategy and policies
of the Company are addressed at the
meetings of the Board of Directors held on a
monthly basis.

(b)  Approving the overall business strategy of the relevant establishment, Complied with.

including the overall risk policy and risk management procedures and

mechanisms with measurable goals, for at least immediate next three The Company has in place an overall business

years. strategy which includes therein an overall
risk policy and risk management procedure.
Furthermore, from time to time the Board
formulates strategies for the conduct of its
business activities and have simultaneously
reviewed the same and have taken prudent
measures to minimise risk given the market
conditions.

(c) | Identifying risks and ensuring implementation of appropriate systems to ~ Complied with.
manage the risks prudently.
The Board has appointed a Sub Committee
on Enterprise Risk Management to identify
risks and advise the management to
implement appropriate systems to manage

risks.
(d)  Approving a policy of communication with all stakeholders, including A designated officer of the Company handles
lenders, creditors, share-holders and borrowers. communication with all stakeholders,

including lenders, creditors, shareholders
and borrowers. A detailed policy on
communication with the relevant stakeholders
is in the process of being developed.

(e)  Reviewing the adequacy and the integrity of the relevant establishment's = Complied with.
internal control systems and management information systems.
The Internal Control Systems and
Management Information Systems of the
Company are reviewed by the Board Audit
Committee and reported to the Board.

(M) Identifying and designating key management personnel, who are Complied with.
in a position to: (i) significantly influence policy; (i) direct activities;
and (iii) exercise control over business activities, operations and risk
management.

(@  Defining the areas of authority and key responsibilities for the Board and ~ Complied with.
for the key management personnel.

(n) | Ensuring that there is appropriate oversight of the affairs of the relevant ~ Complied with.

establishment by key management personnel, that is consistent with the

relevant establishment's policy. The Key Management Personnel are
represented at the meetings of the Board by
the Chief Executive Officer who appraises the
Board on the performance of the Company.
The Board monitors the performance of the
Company on a monthly basis.




Relevant
paragraph

number in the

direction

Matter

Periodically assessing the effectiveness of its governance practices,
including: (i) the selection, nomination and election of directors and
appointment of key management personnel; (i) the management of
conflicts of interests; and (iii) the identification of weaknesses and
implementation of changes where necessary.

Compliance

Complied with.

The Board ensures that it periodically
assesses the selection, nomination and
appointment of directors and key management
personnel, management of conflicts of
interests and identification of weaknesses and
implement changes when deemed necessary.

Ensuring that the relevant establishment has an appropriate succession
plan for key management personnel.

The Company has in place a Board approved
organization chart. However, the Company is
in the process of formulating an appropriate
policy on the succession of key management
personnel.

Meeting regularly with the key management personnel to review
policies, establish lines of communication and monitor progress towards
corporate objectives.

The CEO meets with the Board regularly and
other key management personnel are invited
to the Board when necessary.

Understanding the regulatory environment.

Complied with.

The Board is apprised of any developments
of the laws applicable to the business of

the Company in two ways. Firstly by the
appointment of a dedicated compliance
officer that reports to the Board via the Chief
Executive Officer of any developments in the
law. Secondly via the Board Enterprise Risk
Management Committee that monitors the
inherent risks to the Company resulting from
changes in the regulatory environment.

Exercising due diligence in the hiring and oversight of external auditors.

Complied with.

The hiring and oversight of external auditors is
carried out by the Board with the assistance of
the Board Audit Committee.

The Board shall appoint the chairman and the chief executive officer and
define and approve the functions and responsibilities of the chairman
and the chief executive officer in line with paragraph 7 of this Direction.

Complied with.

The roles of the Chairman and Chief Executive
Officer are separate.

The Chairman is a Non Executive Director and
the Chief Executive Officer functions as the
apex executive-in-charge of the day-to-day
management of the Company.

Furthermore, the functions and responsibilities
of the Chairman and Chief Executive Officer
are in line with the terms of paragraph 7 of the
said Direction. However, properly defined and
approved terms in respect of same is yet to
be formalised.
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Compliance

number in the
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Relevant
paragraph
direction
2 3)
2 @
2 5)
2 (6
2 (1)
2 (8)
2.

3 (0]
3 2)
3 3)
3
3 5)

There shall be a procedure determined by the Board to enable
directors, upon reasonable request, to seek independent professional
advice in appropriate circumstances, at the relevant establishment's
expense. The Board shall resolve to provide separate independent
professional advice to directors to assist the relevant director(s) to
discharge the duties to the relevant establishment.

A director shall abstain from voting on any Board resolution in relation

to a matter in which he or any of his relatives or a concemn, in which he
has substantial interest, is interested, and he shall not be counted in the
quorum for the relevant agenda item at the Board meeting.

The Board shall have a formal schedule of matters specifically reserved
to it for decision to ensure that the direction and control of the relevant
establishment is firmly under its authority.

The Board shall, if it considers that the relevant establishment is, or

is likely to be, unable to meet its obligations or is about to become
insolvent or is about to suspend payments due to lenders and other
creditors, forthwith inform the Director of the Department of Supervision
of Non-Bank Financial Institutions of the situation of the relevant
establishment prior to taking any decision or action.

The Board shall include in the relevant establishment’s Annual Report,

an annual corporate governance report setting out the compliance with
this Direction.

The Board shall adopt a scheme of self-assessment to be undertaken
by each director annually, and maintain records of such assessments.

Board Meetings

The Board shall meet at least twelve times a financial year at
approximately monthly intervals. Obtaining the Board's consent through
the circulation of written or electronic resolutions/papers shall be
avoided as far as possible.

The Board shall ensure that arrangements are in place to enable all
directors to include matters and proposals in the agenda for regular
Board meetings where such matters and proposals relate to the
promotion of business and the management of risks of the relevant
establishment.

A notice of at least 7 days shall be given of a regular Board meeting to
provide all directors an opportunity to attend. For other Board meetings,
a reasonable notice shall be given.

A director who has not attended at least two-thirds of the meetings in
the period of 12 months immediately preceding or has not attended
the immediately preceding three consecutive meetings held, shall
cease 1o be a director. Provided that participation at the directors’
meetings through an altemate director shall, however, be acceptable as
attendance.

The Board shall appoint a company secretary whose primary
responsibilities shall be to handle the secretarial services to the Board
and shareholder meetings and to carry out other functions specified in
the statutes and other regulations.

Complied with.

The Directors are entitled to seek professional
advice as and when necessary and the same
is coordinated by the Company Secretary and
any expenses in that regard is bome by the
Company.

The Company is in the process of
implementing a procedure for the directors
on seeking such independent professional
advice.

The Directors where necessary have made
every effort to ensure that they abstain from
voting on any matter that may be regarded as
them being interested in that particular matter.

Complied with.

The Company has not faced such a situation.
The Company on a regular basis reports to the
Director of the Department of Supervision of
Non-Bank Financial Institutions of the Central
Bank of Sri Lanka on the liquidity position of
the Company.

This Report serves the said requirement.

Complied with.

Complied with.

Complied with

The Company Secretary facilitates any
requests made by the Directors at the
meetings or otherwise and ensures that the
said matters and proposals are included in the
agenda for the next meeting.

Complied with.

Such an instance has not arisen in the
Company however relevant provision for same
is included in the Articles of Association of the
Company.

Complied with.

An Attorney-at-Law with adequate experience
functions as the Secretary to the Board.




Relevant Compliance
paragraph
number in the
direction
3 (6) If the chairman has delegated to the company secretary the function of  Complied with.
preparing the agenda for a Board meeting, the company secretary shall
be responsible for carrying out such function. The Chairman has delegated the function
of preparing the Agenda to the Company
Secretary. The Company Secretary ensures
the preparation of the Agenda and circulation
of Board Papers prior to meetings of the Board
of Directors.
3 (7) All directors shall have access to advice and services of the company Complied with.
secretary with a view to ensuring that Board procedures and all
applicable laws, directions, rules and regulations are followed. All of the Directors have access to seek the
advice of the Company Secretary. However, a
detailed procedure on seeking such advice is
in the process of being developed.
3 8) The company secretary shall maintain the minutes of Board meetings Complied with.
and such minutes shall be open for inspection at any reasonable time,
on reasonable notice by any director. The Company Secretary maintains the minutes
of the Board meetings in sufficient detail are
readily available for inspection.
3 9) Minutes of Board meetings shall be recorded in sufficient detail so that ~ Complied with.
it is possible to gather from the minutes, as to whether the Board acted
with due care and prudence in performing its duties. The minutes of a The Company Secretary records the
Board meeting shall clearly contain or refer to the following: proceedings of the Board meetings and the
(@) asummary of data and information used by the Board in its decisions taken thereon in sufficient detail.
deliberations;
(b) the matters considered by the Board;
(c) the fact-finding discussions and the issues of contention or dissent
which may illustrate whether the Board was carrying out its duties
with due care and prudence;
(d) the explanations and confirmations of relevant executives which
indicate compliance with the Board's strategies and policies and
adherence to relevant laws and regulations;
(e) the Board's knowledge and understanding of the risks to which
the relevant establishment is exposed and an overview of the risk
management measures adopted; and
(f) the decisions and Board resolutions.
3. Composition of the Board
4 (1) Subject to the transitional provisions contained herein, the number of Complied with.
directors on the Board shall not be less than 5 and not more than 9.
The Board consists of 6 Directors.
4 2) Subject to paragraph 5 (1) and the transitional provisions contained Complied with.
herein, the total period of service of a director other than a director who
holds the position of chief executive officer or executive director shall
not exceed nine years. The total period in office of a non executive
director shall be inclusive of the total period of service served by such
director up to the date of this Direction.
4 (3) Subject to the transitional provisions contained herein, an employee of ~ Not Applicable.
a relevant establishment may be appointed, elected or nominated as
a director of the relevant establishment (hereinafter referred to as an The Company does not have any Executive
“executive director”) provided that the number of executive directors Directors.
shall not exceed one-half of the number of directors of the Board.
In such an event, one of the executive directors shall be the chief
executive officer of the company.
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paragraph

number in the

direction

4 (4) Commencing 01.01.2013, the number of independent non-executive Complied with.
directors of the Board shall be at least one fourth of the total numbers
of directors. The Company has two Independent Non

Executive Directors which constitutes one

A non-executive director shall not be considered independent if such fourth of the total number of Directors.
director:

(a) has shares exceeding 2% of the paid up capital of the relevant
establishment or 10% of the paid up capital of another relevant
establishment;

(b) has or had during the period of two years immediately preceding his
appointment as director, any business transactions with the relevant
establishment as described in paragraph 9 hereof, aggregate
value outstanding of which at any particular time exceeds 10% of
the capital funds of the relevant establishment as shown in its last
audited balance sheet;

(c) has been employed by the relevant establishment during the two
year period immediately preceding the appointment as director;

(d) has arelative, who is a director or chief executive officer or a key
management personnel or holds shares exceeding 10% of the paid
up capital of the relevant establishment or exceeding 12.5% of the
paid up capital of another relevant establishment;

(e) represents a shareholder, debtor, or such other similar stakeholder
of the relevant establishment;

(f) is an employee or a director or has a share holding of 10% or more
of the paid up capital in a company or business organization:

i, which has a transaction with the relevant establishment as
defined in paragraph 9, aggregate value outstanding of which at
any particular time exceeds 10% of the capital funds as shown
in its last audited balance sheet of the relevant establishment;
or

ii. in'which any of the other directors of the relevant establishment
is employed or is a director or holds shares exceeding 10% of
the capital funds as shown in its last audited balance sheet of
the relevant establishment ; or

ii. in which any of the other directors of the relevant establishment
has a transaction as defined in paragraph 9, aggregate value
outstanding of which at any particular time exceeds 10% of the
capital funds, as shown in its last audited balance sheet of the
relevant establishment.

4 5) In the event an alternate director is appointed to represent an No such situation has arisen so far.
independent non-executive director, the person so appointed shall also
meet the criteria that apply to the independent non-executive director.

4 6) Non-executive directors shall have necessary skills and experience to Complied with. A Brief profile of each Director
bring an objective judgment to bear on issues of strategy, performance  is disclosed in the Annual Report.
and resources.

4 (7) Commencing 01.01.2013, a meeting of the Board shall not be duly Complied with in advance. The Board is
constituted, although the number of directors required to constitute comprised only of Non Executive Directors.
the quorum at such meeting is present, unless at least one third of the
number of directors that constitute the quorum at such meeting are
non-executive directors.




Relevant Compliance
paragraph

number in the
direction

4 (8) The independent non-executive directors shall be expressly identified as  Complied with.
such in all corporate communications that disclose the names of directors
of the relevant establishment. The relevant establishment shall disclose
the composition of the Board, by category of directors, including the
names of the chairman, executive directors, non-executive directors and
independent non-executive directors in the annual corporate governance
report which shall be an integral part of its Annual Report.

4 9 There shall be a formal, considered and transparent procedure for Appointment of Directors takes place in terms
the appointment of new directors to the Board. There shall also be of the Articles of Association of the Company
procedures in place for the orderly succession of appointments to the and the regulations applicable to the business
Board. of the Company. However, a procedure for the

same is in the process of being developed.

4 (10) All directors appointed to fill a casual vacancy shall be subject Not Applicable.
to election by shareholders at the first general meeting after their
appointment.

4 (11 If a director resigns or is removed from office, the Board shall announce | All resignations have been duly communicated
to the shareholders and notify the Director of the Department of to the shareholders and Director of the
Supervision of Non-Bank Financial Institutions regarding the resignation  Department of Supervision of Non Bank
of the director or removal and the reasons for such resignation or Financial Institutions.

removal, including but not limited to information relating to the relevant
director’s disagreement with the Board, if any.

4. Criteria to assess the fitness and propriety of directors
5 (1) Subject to the transitional provisions contained herein, a person over the  Complied with.
age of 70 years shall not serve as a director of a relevant establishment.
The Board does not consist of any Directors
over the age of 70 years.
5 @) A director of a relevant establishment shall not hold office as a director ~ Complied with.

or any other equivalent position in more than 20 companies/societies/
bodies corporate, including associate companies and subsidiaries of
the relevant establishment. Provided that such director shall not hold
office of a director or any other equivalent position in more than 10
companies that are classified as Specified Business Entities in terms of
the Sri Lanka Accounting and Auditing Standards Act, No. 15 of 1995.

5. Management functions delegated by the board

6 (1) The Board shall not delegate any matters to a board committee, chief Complied with.
executive officer, executive directors or key management personnel, to
an extent that such delegation would significantly hinder or reduce the The delegation of any matters to a board
ability of the Board as a whole to discharge its functions. committee, the chief executive officer or key
management personnel is duly approved by
the Board.
6 2 The Board shall review the delegation processes in place on a periodic ~ Complied with.
basis to ensure that they remain relevant to the needs of the relevant
establishment.
6. The chairman and chief executive officer
7 (1) The roles of chairman and chief executive officer shall be separated Complied with.
and shall not be performed by the one and the same person after three
years commencing from January 01, 2010. The roles of the Chairman and Chief Executive

Officer are separate.

The Chairman is a Non Executive Director and
the Chief Executive Officer functions as the
apex executive-in-charge of the day-to-day
management of the Company.
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7 2)
70
74

7 (9)

7 (6

7 (7)

7 8)

7 9)

7 (10)
7 (11)
7.

8 (1)

The chairman shall be a non-executive director. In the case where the
chairman is not an independent non-executive director, the Board shall
designate an independent non-executive director as the Senior Director
with suitably documented terms of reference to ensure a greater
independent element. The designation of the Senior Director shall be
disclosed in the relevant establishment's Annual Report.

The Board shall disclose in its corporate governance report, which shall
be an integral part of its Annual Report, the name of the chairman and
the chief executive officer and the nature of any relationship [including
financial, business, family or other material/relevant relationship(s)],

if any, between the chairman and the chief executive officer and the
relationships among members of the Board.

The chairman shall:
(a) provide leadership to the Board;

(b) ensure that the Board works effectively and discharges its
responsibilities; and

(c) ensure that all key issues are discussed by the Board in a timely
manner.

The chairman shall be primarily responsible for the preparation of the
agenda for each Board meeting. The chairman may delegate the
function of preparing the agenda to the company secretary.

The chairman shall ensure that all directors are informed adequately and
in a timely manner of the issues arising at each Board meeting.

The chairman shall encourage each director to make a full and active
contribution to the Board'’s affairs and take the lead to ensure that the
Board acts in the best interests of the relevant establishment.

The chairman shall facilitate the effective contribution of non-executive
directors in particular and ensure constructive relationships between
executive and non-executive directors.

The chairman, shall not engage in activities involving direct supervision
of key management personnel or any other executive duties whatsoever.

The chairman shall ensure that appropriate steps are taken to maintain
effective communication with shareholders and that the views of
shareholders are communicated to the Board.

The chief executive officer shall function as the apex executive-in-
charge of the day-to-day-management of the relevant establishment’s
operations and business..

Board Appointed Committees

Appointment of Audit Committee and Integrated Risk Management
Committee.

Present a Report on the performance of the Audit Committee and the
Integrated Risk Management Committee, duties and functions of each
committee at the Annual General Meeting.

The Chairman is a Non Independent Non
Executive Director.

The Company is in the process of designating
an Independent Non Executive Director as a
Senior Director and documenting the terms

of reference. However all decisions of the
Board are made with the concurrence and
consultation of the two Independent Non
Executive Directors.

Complied with.

The name of the Chairman and the Chief
Executive Officer are disclosed in the Annual
Report.

The nature of any financial, business, family or
other material/relevant relationship between
the Chairman and the Chief Executive Officer
or other members of the Board have been
duly disclose in the Annual Report.

Complied with.

The Chairman has delegated the said function
to the Company Secretary.

Complied with.

Complied with.

Complied with.

Complied with.

Complied with.

Shareholders are given an opportunity to
communicate with the Company at the Annual
General Meeting.

Complied with.

Complied with

A Report on the performance of the

Audit Committee and the Integrated Risk
Management Committee is contained in this
Annual Report.




Relevant

paragraph

number in the

direction

8 2)
(a)
(o)
(©
(d)
(e
()

Rules applicable to Audit Committee

The chairman of the committee shall be a non-executive director who
possesses qualifications and experience in accountancy and/or audit.

The majority of Board members appointed to the committee shall be
non-executive directors.

The committee shall make recommendations on matters in connection

with:

(i) the appointment of the external auditor for audit services to be
provided in compliance with the relevant statutes;

(i) the implementation of the Central Bank guidelines issued to external
auditors from time to time;

(ii) the application of the relevant accounting standards; and

(lv) the service period, audit fee and any resignation or dismissal of the
external auditor, provided that the engagement of an audit partner
shall not exceed five years, and that the particular audit partner is
not re-engaged for the audit before the expiry of three years from
the date of the completion of the previous term.

The committee shall review and monitor the external auditor's
independence and objectivity and the effectiveness of the audit
processes in accordance with applicable standards and best practices.

The committee shall develop and implement a policy with the approval

of the Board on the engagement of an external auditor to provide non-

audit services that are permitted under the relevant statutes, regulations,

requirements and guidelines. In doing so, the committee shall ensure

that the provision by an external auditor of non-audit services does

not impair the external auditor's independence or objectivity. When

assessing the external auditor's independence or objectivity in relation to

the provision of non-audit services, the committee shall consider:

(i) whether the skills and experience of the auditor make it a suitable
provider of the non-audit services;

(i) whether there are safeguards in place to ensure that there is no
threat to the objectivity and/or independence in the conduct of the
audit resulting from the provision of such services by the external
auditor; and

(i) whether the nature of the non-audit services, the related fee levels
and the fee levels individually and in aggregate relative to the
auditor, pose any threat to the objectivity and/or independence of
the external auditor.

The committee shall, before the audit commences, discuss and finalise

with the external auditors the nature and scope of the audit, including:

(i) an assessment of the relevant establishment's compliance with
Directions issued under the Act and the management's internal
controls over financial reporting;

(ily the preparation of financial statements in accordance with relevant
accounting principles and reporting obligations; and

(i) the co-ordination between auditors where more than one auditor is
involved.

Compliance

Complied with.

Chairman is a Non Executive Director who is a
member of the Institute of Internal Auditors.

Complied with.

Complied with.

Complied with.

The Company is in the process of
implementing a policy on the engagement
of an external auditor to provide non-audit
services.

The Committee discussed the nature and
scope of the external audit and noted the
requirement of discussing the same with the
external auditors.
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(@ The committee shall review the financial information of the relevant Complied with.
establishment, in order to monitor the integrity of the financial statements
of the relevant establishment, its Annual Report, accounts and periodical
reports prepared for disclosure, and the significant financial reporting
judgments contained therein. In reviewing the relevant establishment’s
Annual Report and accounts and periodical reports before submission
to the Board, the committee shall focus particularly on:
i) major judgmental areas;

iy any changes in accounting policies and practices;

(
(
(ili) - significant adjustments arising from the audit;
(iv) the going concern assumption; and

(

Vv,

the compliance with relevant accounting standards and other legal
requirements.

(n)  The committee shall discuss issues, problems and reservations arising  Noted for compliance.
from the interim and final audits, and any matters the auditor may wish
to discuss including those matters that may need to be discussed in the
absence of key management personnel, if necessary.

0] The committee shall review the external auditor's management letter and = Complied with.
the management'’s response thereto.

() The committee shall take the following steps with regard to the interal  Complied with.
audit function of the relevant establishment:
(i) Review the adequacy of the scope, functions and resources of the
internal audit department, and satisfy itself that the department has
the necessary authority to carry out its work;

(i) Review the internal audit programme and results of the internal audit
process and, where necessary, ensure that appropriate actions are
taken on the recommendations of the internal audit department;

(i) Review any appraisal or assessment of the performance of the
head and senior staff members of the internal audit department;

(iv

Recommend any appointment or termination of the head, senior
staff members and outsourced service providers to the internal
audit function;

(v) Ensure that the committee is apprised of resignations of senior staff
members of the internal audit department including the chief internal
auditor and any outsourced service providers, and to provide an
opportunity to the resigning senior staff members and outsourced
service providers to submit reasons for resigning;

(Vi

Ensure that the internal audit function is independent of the
activities, it audits and that it is performed with impartiality,
proficiency and due professional care;

(k) The committee shall consider the major findings of intemal investigations = Complied with.
and management'’s responses thereto;

members and the Chief Executive Officer may also attend meetings
upon the invitation of the committee. However, at least once in six
months, the committee shall meet with the external auditors without the
executive directors being present.

() The Chief Finance Officer, the Chief Internal Auditor and a representative = The committee met with external auditors once
of the external auditors may normally attend meetings. Other Board in the financial year under review.




Relevant
paragraph

Compliance

number in the
direction

The committee shall have:
() explicit authority to investigate into any matter within its terms of
reference;

(i) the resources which it needs to do so;
(iii) full access to information; and

(lv) authority to obtain external professional advice and to invite
outsiders with relevant experience to attend, if necessary.

The committee shall meet regularly, with due notice of issues to be
discussed and shall record its conclusions in discharging its duties and
responsibilities.

The Board shall, in the Annual Report, disclose in an informative way:
() details of the activities of the audit committee;

(i) the number of audit committee meetings held in the year; and

(i) details of attendance of each individual member at such meetings.

The secretary to the committee (who may be the company secretary or
the head of the internal audit function) shall record and keep detailed
minutes of the committee meetings.

The committee shall review arrangements by which employees

of the relevant establishment may, in confidence, raise concerns

about possible improprieties in financial reporting, internal control or
other matters. Accordingly, the committee shall ensure that proper
arrangements are in place for the fair and independent investigation of
such matters and for appropriate follow-up action and to act as the key
representative body for overseeing the relevant establishment’s relations
with the external auditor.

Rules applicable to Integrated Risk Management Committee.

The committee shall consist of at least one non-executive director, Chief
Executive Officer and key management personnel supervising broad risk
categories, (i.e., credit, market, liquidity, operational and strategic risks).
The committee shall work with key management personnel closely and
make decisions on behalf of the Board within the framework of the
authority and responsibility assigned to the committee.

The committee shall assess all risks, i.e., credit, market, liquidity,
operational and strategic risks to the relevant establishment on a
monthly basis through appropriate risk indicators and management
information. In the case of subsidiary companies and associate
companies, risk management shall be done, both on the relevant
establishment basis and group basis.

The committee shall review the adequacy and effectiveness of all
management level committees such as the credit committee and the
asset-liability committee to address specific risks and to manage those
risks within quantitative and qualitative risk limits as specified by the
committee.

The committee shall take prompt corrective action to mitigate the
effects of specific risks in the case such risks are at levels beyond the
prudent levels decided by the committee on the basis of the relevant
establishment’s policies and regulatory and supervisory requirements.

The committee shall, at least quarterly, assess all aspects of risk
management including updated business continuity plans.

The committee shall take appropriate actions against the officers
responsible for failure to identify specific risks and take prompt
corrective actions as recommended by the committee, and/or as
directed by the Director of the Department of Supervision of Non-Bank
Financial Institutions of the Central Bank of Sri Lanka.

Complied with.

The Committee met 4 times during the year
under review.

Complied with.

Complied with.

The Committee has in place a procedure by
which employees of the Company may raise
concerns. The Company is in the process
of formulating a Whistle Blower policy in this
regard.

Complied with.

Complied with.

Complied with.

Complied with.

Complied with.

No such situation has arisen so far.
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(@ The committee shall submit a risk assessment report within a week of Complied with.
each meeting to the Board seeking the Board's views, concurrence
and/or specific directions.

() The committee shall establish a compliance function to assess Complied with.
the relevant establishment's compliance with laws, regulations,
directions, rules, regulatory guidelines, internal controls and approved
policies on all areas of business operations. A dedicated compliance
officer selected from key management personnel shall carry out the
compliance function and report to the committee periodically.

8. Related party transactions

9 2) The Board shall take necessary steps to avoid any conflicts of interest The policies and procedures in relation
that may arise from any transaction of the relevant establishment with to Related Party Transactions have been
any person, and particularly with the following categories of persons improved in the current year and the Company
who shall be considered as “related parties” for the purposes of this endeavors to continue to review and
Direction: strengthen the same on an ongoing basis.

a) A subsidiary of the relevant establishment;

b) Any associate company of the relevant establishment;

) A director of the relevant establishment;

d) A key management personnel of the relevant establishment;
)

A relative of a director or a key management personnel of the
relevant establishment;

(f) A shareholder who owns shares exceeding 10% of the paid up
capital of the relevant establishment;

(g A concern in which a director of the relevant establishment or a
relative of a director or a shareholder who owns shares exceeding
10% of the paid up capital of the relevant establishment, has
substantial interest.

9 3) The transactions with a related party that are covered in this Direction Same as above.
shall be the following:
(a) Granting accommodation,

(b) Creating liabilities to the relevant establishment in the form of
borrowings and investments,

(c) providing financial or non-financial services to the relavant
establishment or obtaining those services from the relevant
establishment,

(d) creating or maintaining reporting lines and information flows
between the relevant establishment and any related party which
may lead to share proprietary, confidential or otherwise sensitive
information that may give benefits to such related party.
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9 (4) The Board shall ensure that the relevant establishment does not engage |« Same as above.

in transactions with a related party in a manner that would grant such

party “more favourable treatment” than that is accorded to an unrelated

comparable counterparty of the relevant establishment. For the purpose

of this paragraph, “more favourable treatment” shall mean:

(a) Granting of “total net accommodation” to a related party, exceeding
a prudent percentage of the relevant establishment's regulatory
capital, as determined by the Board.

The “total net accommodation” shall be computed by deducting
from the total accommodation, the cash collateral and investments
made by such related party in the relevant establishment’s share
capital and debt instruments with a remaining maturity of 5 years.

(b) Charging a rate of interest lower than the relevant establishment’s
best lending rate or paying a rate of interest exceeding the rate
paid for a comparable transaction with an unrelated comparable
counterparty;

(c) Providing preferential treatment, such as favourable terms, covering
trade losses and/or waiving fees/commissions, that extends
beyond the terms granted in the normal course of business with
unrelated parties;

(d) Providing or obtaining services to or from a related-party without a
proper evaluation procedure;

(e) Maintaining reporting lines and information flows between the
relevant establishment and any related party which may lead to
share proprietary, confidential or otherwise sensitive information that
may give benefits to such related party, except as required for the
performance of legitimate duties and functions.

9. Disclosures

10 (1) The Board shall ensure that annual audited financial statements
and periodical financial statements are prepared and published in
accordance with the requirements of the regulatory and supervisory
authorities and applicable accounting standards.

10 (2 Disclosures in the Annual Report.

(@) A statement to the effect that the annual audited financial statements
have been prepared in line with applicable accounting standards and
regulatory requirements, inclusive of specific disclosures.

(b)  Areport by the Board on the relevant establishment’s internal control
mechanism that confirms that the financial reporting system has been
designed to provide a reasonable assurance regarding the reliability
of financial reporting, and that the preparation of financial statements
has been done in accordance with relevant accounting principles and
regulatory requirements.

(c)  The external auditor’s certification on the effectiveness of the internal
control mechanism in respect of any statements prepared or published
after 01 January 2011.

Complied with.

A copy of the Annual Report including therein
the annual audited financial statements

is circulated amongst the shareholders.
Furthermore Interim Financial Statements are
sent to the Colombo Stock Exchange for
dissemination to the public.

Complied with.

Complied with.

Complied with.
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11 (1)

@

Details of directors, including names, transactions with the relevant
establishment.

Fees/remuneration paid by the relevant establishment to the directors in
aggregate, in the Annual Reports published after January 01, 2011.

Total net accommodation as defined in paragraph 9(7) outstanding in
respect of each category of related parties and the net accommodation
outstanding in respect of each category of related parties as a
percentage capital funds of the relevant establishment.

The aggregate values of remuneration paid by the relevant
establishment to its key management personnel and the aggregate
values of the transactions of the relevant establishment with its key
management personnel during the financial year, set out by broad
categories such as remuneration paid, accommodation granted and
borrowing though debt instruments or investments made in the relevant
establishment.

A report setting out the details of the compliance with prudential
requirements, regulations, laws and internal controls and measures
taken to rectify any non-compliance.

The external auditor’s certification of the compliance with the Act and
directions issued by the Director of Department of Supervision of Non-
Bank Financial Institutions in the annual corporate governance reports
published after January 01, 2012.

10. Transitional provisions

If the number of directors on the Board of a relevant establishment is
either less than 5 or exceed 9, such relevant establishment shall comply
with paragraph 4(1) hereof, within three years from 01.01.2010.

If the number of executive directors in a relevant establishment is more
than one half of the number of directors of the Board, the Board shall
expressly identify the excess executive directors and inform the names
of such excess executive directors to the Director of the Department of
Supervision of Non-Bank Financial Institutions within three months from
01.01.2010. On the expiry of three years commencing 01.01.2010,
such excess executive directors shall not be considered as members of
the Board.

The following transitional provision shall apply to the 9-year retirement
requirement imposed under paragraph 4(2) of this Direction:

A director who has completed nine years as at January 01, 2010 or
who completes such term at any time prior to December 31, 2010, may
continue for a further maximum period of 3 years commencing January
01, 2010.

The following transitional provision shall apply to the maximum age limit
imposed under paragraph 5(1) of this Direction:

A director who has reached the age of 70 years as at January 01,
2010 or who would reach the age of 70 years prior to December 31,
2010,may continue in office for a further maximum period of three years
commencing January 01, 2010.

Compliance

Complied with.
Complied with.

Complied with.

Complied with.

Complied with.

Certification has been obtained in respect
of compliance with the Finance Leasing
(Corporate Governance) Direction No. 4 of
2009.

Complied with.

Not Applicable.

The Board does not comprise of any
Executive Directors.

Not Applicable.

The Board does not comprise of any Directors
who have served more than 9 years.

Not Applicable.

The Board does not comprise of any Directors
who has reached the age of 70 years as at
January 01, 2010 or who would reach the age
of 70 years prior to December 31, 2010.
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Compliance

Institutions considers that exemptions referred to in sub-paragraphs
11(3), 11(4) and 11(5) should not be availed of for a person for any
reason such as il health or legal or personal incapacity of such person,
such reason may be notified to such person by the Director of the
Department of Supervision of Non-Bank Financial Institutions, and after
a hearing, the Director of the Department of Supervision of Non-Bank
Financial Institutions may limit the period of exemption.

5) The following transitional provision shall apply to the maximum 20 Not Applicable.
company directorship limitation imposed under paragraph 5(2) of this
Direction: The Board does not comprise of any Directors
who holds posts of Director in excess of the
If any person holds posts of director in excess of the limitation given in limitation given in paragraph 5(2) of the said
paragraph 5(2), such person shall within a period of three years from Direction.
January 01, 2010, comply with the limitation and notify the Director
of the Department of Supervision of Non-Bank Financial Institutions
accordingly.
(6) If the Director of the Department of Supervision of Non-Bank Financial Not Applicable.
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Adherence with the Code of Best Practice on Corporate Governance issued jointly by the ICASL and the SEC and the Listing Rules of the CSE

is tabulated below.

Board of Directors

The Board should direct, lead and control the A1 Refer 2.(1) & 2.(5) on pages 32, 33 and 34 of Section |.

Company

Board Meetings

Frequency of Board meetings and Directors’ A1 Refer 3.(1) & 3.(4) on page 34 of Section |. The

attendance at Board Meetings number of meetings held and attendance of each
Director at these meetings is presented on page 56 of
this Annual Report.

Board Responsibilities

Formulation and implementation of a sound A1.2 Refer 2.(1)(a) & 2.(1) (b) on page 32 of Section |.

strategy

Competency of the CEO and the Senior A1.2 The CEO and the Senior Management team

Managers to implement the Company strategy possesses extensive knowledge and skill with
widespread experience in the industry in which the
Company operates. The profiles of the CEO and the
Senior Management are presented on pages 22 to 25
of this Annual Report.

Adoption of an effective CEO and Senior A1.2 Refer 2.(1)() on page 33 of Section |.

Management succession plan

Effective systems to secure integrity of A1.2 Refer 2.(1)(c) & 2.(1)(e) on page 32 of Section | and

information, internal controls and risk Audit Committee Report on pages 116 to 117 and

management Enterprise Risk Management Committee Report on
pages 118 to 119 of this Annual Report.

Compliance with laws, regulations and ethical = A.1.2 Refer 2.(1)(l) on page 33 of Section I. The Company’s

standards Code of Business Conduct and Ethics is presented on
page 56 and 57 of this Annual Report.

Consideration of stakeholder interests in A1.2 Refer 2.(1)(d) on page 32 of Section I.

corporate decision making

Adoption of appropriate Accounting policies A1.2 - Refer 10.(1) on page 43 of Section I.

and Fostering compliance with financial

regulations

Fulfiling the other board Functions relevantto  A.1.2 - Refer 2.(1)(i) on page 33 of Section |.

the organisation

Act in accordance with the laws and A.1.3 - Refer 2.(1)(1) & 2.(3) on pages 33 and 34 of Section I.

regulations relevant to the organisation and

procedures to obtain independent advice

Access to the Company Secretary and A1.4 - Refer 3.(5), 3.(6), 3.(7), 3.(8) & 3.(9) on pages 34 and

functions of the Company Secretary 35 of Section I

Independent judgment to bear on issues A1.5 - The Board ensures effective evaluation of matters

of strategy, performance, resources and taken up for discussion ensuring correct decisions are

standards of business conduct made for the benefit of the Company. The independent
judgment of each Director is preserved on issues of
strategy, performance, resources and standards of
business conduct.




Principle

Dedication of adequate time and effort for the
matters of the Board and the Company

Reference to
the Code of
Best Practice
issued by
ICASL & SEC

A1.6

Reference to
Section 7.10
of the Listing
Rules of the
CSE

Details of Compliance

The number of meetings held and attended by each
Director is presented on page 56 of this Annual
Report.

In addition, the Directors function as members of the
Board Sub-Committees. Attendance of Directors at

sub-committee meetings is presented on pages 56,
116 and 118 of this Annual Report.

Training for Directors

AT

The Chairman is responsible to ensure that the
Directors possess sound knowledge to carry out their
duties in an effective manner. Further, the Directors
have recognised the need for continuous training

and expansion of knowledge and take part in such
professional development as they consider in assisting
them to fulfill their duties as Directors.

LLearning environment of the Company facilitates

the Directors to enhance their knowledge on the
leasing industry, general economic conditions, market
developments and trends etc and where necessary
the Directors have attended workshops and seminars
that have been organized internally as well as
externally.

Chairman and CEO

A2
A2

Refer 2.(2), 7.(2) & 7.(3) on pages 33 and 38 of
Section I. The profiles of the Chairman and CEO are
set out on pages 18 and 22 of this Annual Report.

Chairman's Role

A3

Refer 7.(4) on page 38 of Section I.

Key responsibilities of Chairman

A3

Refer 7.(5), 7.(6), 7.(7), 7.(8) & 2.(1)(k) on pages 33
and 38 of Section .

Financial Acumen

Availability of sufficient financial acumen and
knowledge

A4

The Board is comprised of two MBA holders,

two degree holders and a professionally qualified
accountant who are specialised in banking and
finance. All members have a broad knowledge of the
financial services industry.

The Directors’ financial acumen and knowledge is
more-fully described under the Directors’ Profile on
pages 18 to 21 of this Annual Report.

Board Composition

Board Composition

A5

7.10.1 (a)

The composition of the Board by category including
their names is set out on page 112 of this Annual
Report.

Balance of Executive and Non-Executive
Directors

AL

7.10.1 (a)

Refer 4.(3) on page 35 of Section |.

Independent Directors

A5.2, Ab.3,
A5.5

7.10.2
7.10.3 (a)
7.10.3 (b)

Refer 4.(4) on page 36 of Section |.

Submission of annual declaration of
independence

Ab.4

All Non-Executive Directors have submitted a signed
and dated declaration on his/ her Independency or
Non-Independency.

Requirement to appointment Senior
Independent Director

A5.6, Ab.7

Refer 4.(5) on page 36 of Section I.
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Corporate Governance contd.

Section Il contd.

Principle

Meetings to be held with Non-Executive
Directors only

Reference to
the Code of
Best Practice
issued by
ICASL & SEC

A5.8

Reference to
Section 7.10
of the Listing
Rules of the
CSE

Details of Compliance

At present, all the Directors are Non-Executive
Directors.

Unresolved matters

A5.9

The Directors’ concermns pertaining to unresolved
matters are discussed and recorded in the Board
minutes and further discussions on these matters
are pursued at the next Board meeting with a view to
resolving them.

Supply of Information

Management obligation for providing
information in a timely manner

AB.1

The Chairman ensures that all the Directors are
adequately briefed on issues arising at Board
meetings.

Comprehensive information is essential for the decision
making process at the Company. Therefore, the Senior
Management provides accurate, timely, relevant and
comprehensive financial and non-financial information
to the Board to facilitate the decision making process.
Further, the Directors are free to make inquiries for
additional information where necessary.

Adequate time for effective Board meetings

A.B.2

Refer 3.(3) on page 34 of Section .

Appointment to the Board

Appointment of new Directors to the Board

A7

Board performance is assessed to ensure that the
experience and the exposure of the Board members
are adequate to meet the strategic demands faced
by the Company. The findings of the appraisals will be
taken in to consideration in the appointment of new
Directors.

Requirement of a Nomination Committee

A7,
AT.2

The Company has not appointed a Nomination
Committee as at the date of the Balance Sheet.
However, as stated above, the performance of

the Board is assessed to ensure that the Board is
comprised of adequate resource persons to identify
the needs of the Company.

Disclosure of profile of the newly appointed
Director

A7.3

7.10.3 (d)

Prior notice on the appointment of two new Directors
during the financial year was given to the Director

of Non-Bank Supervision of the Central Bank of Sri
Lanka. A brief resume of newly appointed Directors
including the nature of his/ her experience, the name
of companies in which the Director holds directorships
etc. are disclosed on pages 18 to 21 in the Directors
profile of this Annual Report.

There was no requirement to provide a brief

resume of newly appointed Directors to the CSE for
dissemination to the public as the Company was not
listed on the Colombo Stock Exchange at the time of
their appointments.

Appraisal of Board Performance and Functions

Board Appraisal

A9
A9.1,A9.2,
A.9.3

Refer 2.(8) on page 34 of Section .




Disclosure of Directors’ Information

Information in relation to each Director

A0,
A10.1

7.10.3 ()

The profiles of all Board members are presented on
pages 18 to 21 of this Annual Report.

Related party transactions are presented on pages
164 and 155 of this Annual Report.

Attendance of Directors at Board meetings is
presented on page 56 of this Annual Report.

Attendance of Directors at Committee meetings is
presented on pages 56, 116 and 118 of this Annual
Report.

Appraisal of CEO

Assessing the performance of the CEO

AT

The Board assesses the performance of the CEO

on an annual basis. The Board sets financial and
non-financial goals and objectives for the CEO in line
with the short, medium and long term goals of the
Company and delegates appropriate authority to the
Management to implement strategic objectives of the
Company. The CEQO is entrusted with the management
of the Company'’s operations with decision making
authority and he is fully accountable to the Board. The
main corporate goals and objectives emanating from
the Company’s Corporate Plan and the Budget are
incorporated as personal goals of the CEO, whose
performance is assessed by the Chairman regularly
and the assessment is ratified by the Board.

Finance and non financial targets for CEO

A1

At the commencement of every financial period, the
Board in consultation with the CEO, sets the targets
and objectives that should be achieved by the CEO
during the year.

Evaluation of performance of the CEO

A11.2

The performance of the CEO is evaluated by the Board
at the end of each financial year by comparing with the
targets set and objectives, as stated above.

Directors’ Remuneration and Remuneration Committee

Directors’” Remuneration

B.1

No Director is involved in deciding his own
Remuneration.

Remuneration Committee and determining
remuneration of the Directors

B.1.1,B.1.2,
B.1.3,B.1.4,
B.1.5

7.10.5

The remuneration of the Directors is determined by the
Board of Directors.

The Level and Make up of Remuneration

Level of Remuneration and Executive Share
Options

B.2,B.21,

B.2.2,B.23,
B.2.4,B.2.5,
B.2.6,B.2.7,
B.2.8,B.2.9

Remuneration of Directors is decided by the Board of
Directors.

The Company does not have any Executive Share
option in place.

Disclosure of Remuneration

Disclosure of remuneration

B.3, B.3.1

7.10.5 (c)

The Directors’ fees and remuneration are disclosed on
pages 56 and 112 of this Annual Report.
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Corporate Governance contd.

Section Il contd.

< ode O < O
Best Pra of the
ed b Rule

Relations with Shareholders

Constructive use of AGM and conduct of C1 - The Board uses Annual General Meetings (AGM) to

General Meetings communicate with shareholders and encourage their
active participation. In this regard, all shareholders of
the Company receive the notice of meeting within the
statutory due dates.

Consideration of proxy votes C.11 - As a matter of practice, proxy votes together with the
votes of the shareholders present at the AGM are
considered for each resolution.

Separate resolutions on each substantially C1.2 - The Company proposes separate resolutions on each

separate issues substantially separate issue giving shareholders the
opportunity to vote on each such issue separately. The
adoption of the reports and accounts is proposed as a
separate resolution.

Availability of Board sub Committee Chairmen  C.1.3 - If requested by the Chairman, the Chairman of the

to answer queries Audit Committee and Enterprise Risk Management
Committee are available to answer any questions at
the AGM.

Circulation of notice of AGM C.1.4 - The notice of meeting and related documents including
a copy of Annual Report, a form of proxy and other
resolutions, if any are circulated to the shareholders at
least 15 working days prior to the AGM in compliance
with the Companies Act.

Procedures governing voting at AGM C15 - A summary of procedure relating to voting at General
Meetings is generally set out in the Notice of Meeting
sent to each shareholder.

Major Transactions

Disclosure of major transactions Cc.2 - The Company has not entered into any major
transactions which require approval of the
shareholders by way of a special resolution during the
year under review.

Disclosure of major Transactions which C.2.1 - The Directors have not proposed any transaction

change the Group composition involving the acquisition, sale, or disposal of any
subsidiary in the Group, which would amount to a
major transaction.

Accountability and Audit

Financial Reporting D.1 - The Financial Statements present a balanced and

understandable assessment of the Company. The

Company'’s position, performance and prospects have

been discussed in detalil in the following reports;

e Chairman’s Message on pages 8 to 11 of this
Annual Report.

e CEO's Review of Operations pages on pages 12
to 17 of this Annual Report.

e Management Discussion and Analysis on pages
64 to 76 of this Annual Report.

e Financial Review on pages 77 to 85 of this Annual
Report.




Principle

Board responsibility in respect of financial
reporting

Reference to
the Code of
Best Practice
issued by
ICASL & SEC

D.1.1

Reference to
Section 7.10
of the Listing
Rules of the
CSE

Details of Compliance

Regulatory reports which should be submitted to the
Department of Inland Revenue, the Central Bank of Sri
LLanka and the Colombo Stock Exchange have been
submitted on due dates. In the preparation of quarterly
and annual financial statements, the Company
complied with the requirements of the Companies Act
No. 07 of 2007, the Finance Leasing Act No. 56 of
2000 and amendments thereto and were prepared
and presented in conformity with Sri Lanka Accounting
Standards.

The Board's responsibility in respect of financial
reporting is stated in the Directors’ Responsibility
Statement on page 120 of this Annual Report.

Directors’ Report

D1.2

Directors’ declaration on the Company’s governance
is discussed in the Annual Report of the Board of
Directors on the Affairs of the Company on pages 109
to 113 of this Annual Report.

Declaration Page

The company has not engaged in activities that 113
contravene laws and regulations

Directors’ interest in contracts with the Company | 112

Equitable treatment to shareholders 112

Going concemn of the business 113

Review of internal controls and reasonable 114
assurance on their effectiveness

Responsibilities of the Board and auditors for
preparation of financial statements

D.1.3

The Statement of Directors’ Responsibility in
preparation and presentation of financial statements
are disclosed in the Statement on Directors’
Responsibility on page 120 of this Annual Report.

Auditors’ responsibility over Financial Statements are
set out in the Auditor's Report on page 121 of this
Annual Report.
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Corporate Governance contd.

Section Il contd.

Principle Reference to | Reference to | Details of Compliance
the Code of Section 7.10

Best Practice | of the Listing

issued by Rules of the
ICASL & SEC | CSE
Management Discussion and D.1.4 - The required information is provided in detail in the
Analysis following reports:
Description Reference
Industry structure and ' Management Discussion
developments and Analysis on pages 64
to 76.
Opportunities and Management Discussion
threats and Analysis on pages 74
to 75.

Risks and concerns Enterprises Risk
Management on pages 95

to 105.
Internal control Enterprises Risk
systems and their Management on pages 95
adequacy to 105.

Board Audit Committee
Report on pages 116 to
117,

Social and Corporate Social
environmental Responsibility Report
protection activities
carried out by the

Company

Branch distribution Management Discussion

network and Analysis on pages 64
to 76.

Financial performance | Financial Review on pages
77 to 85.

Material Human Capital Management

developments in on pages 90 to 91 and

human resource/ Management Discussion

industrial relations and Analysis on pages 64
to 76.

Prospects for the Management Discussion

future and Analysis on pages 64

to 76 Chairman’'s Message
on pages 8to 11 CEO's
Review of Operations on
pages 12 to 17.

Declaration of going concern by the Directors  D.1.5 - This information is provided in the Annual Report of the
Board of Directors on the Affairs of the Company on
page 113 of this Annual Report.

Extraordinary General Meetings in the event D.1.6 - The Company has not faced such a situation during
the net assets of the Company fall below 50% the financial year under review.

of the value of the Company’s shareholders’

funds

Internal Control

Implementation of sound system of internal D.2 - Refer 2.(1)(e) & 10.(2)(c) on pages 32 and 43 of
control Section |.




Principle

Reference to
the Code of
Best Practice
issued by
ICASL & SEC

Reference to
Section 7.10
of the Listing
Rules of the
CSE

Details of Compliance

Review of effectiveness of Group’s system of | D.2.1 - In order to ensure an effective system of internal

internal control control within the Company, the Audit Committee with
the assistance of the Management, internal auditors,
external auditors and other parties review the existing
system continuously and implement necessary
improvements as required. The Audit Committee
reviews the internal audit programmes and updates
them periodically. Furthermore, the Company has
obtained the External Auditor's Certificate on the
effectiveness of the internal control mechanism of the
Company.

Need to have an internal audit function D.2.2 The Company has already identified the necessity of
having an internal audit function. Consequently, the
Internal Audit Department was established and it is
headed by an experienced Chief Manager. The Internal
Audit Department ensures that Internal Audit Reports
are submitted to the Audit Committee in a timely
manner.

Audit Committee

Availability of an Audit D.3 Refer 8.(1) & 8.(2) on pages 38 and 39 of Section I.

Committee with written Terms of Reference

Composition of Audit Committee D.3.1 7.10.6 (a) Refer 8.(2)(a) & 8.(2)(b) on page 39 of Section |.

Independency and objectivity of the auditors D.3.2 Refer 2.(1)(m) on page 33 of Section I.

Written Terms of D.3.3 7.10.6 (D) This is presented in the Board Audit Committee Report

Reference on pages 116 to 117 of this Annual Report.

Name of Directors on the D.3.4 7.10.6 (o) The names of the Directors of the Audit Committee, its

Audit Committee and basis of determination of functions and meetings and the basis of determination

independence of external auditors of independence of auditors is disclosed in the Board
Audit Committee Report on pages 116 to 117 of this
Annual Report.

Code of Business Ethics

Disclosure of Code of D.4 The Company believes that ethics are an integral part

Business Conduct and of good Corporate Governance. Therefore, it practices

Ethics laid down business ethics across all sections of the
Company. The Company’s ethical principles are
discussed on pages 56 to 57 of this Annual Report.
There was no material violation of Code of Business
Conduct and Ethics during the year under review.

Disclosure of Corporate Governance

Corporate Governance Disclosure D.5 The Company has complied with the Code of Best
Practice on Corporate Governance issued jointly by
the Institute of Chartered Accountants of Sri Lanka and
the Securities and Exchange Commission of Sri Lanka,
Finance Leasing (Corporate Governance) Direction,
No. 4 of 2009 and Corporate Governance Rules for
Listed Companies issued by the Colombo Stock
Exchange.

Corporate Governance Report D.5.1 This report from pages 30 to 59 serves this

requirement.
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Section Il contd.

Institutional Investors and Shareholder Voting

Encourage institutional Shareholders to E.1 - All shareholders are encouraged to participate and
translate their voting intentions into practice vote at the Annual General Meeting (AGM).
Regular and structured dialog with E1.1 - AGM is used to have an effective dialogue with the
shareholders shareholders. Voting of the shareholders is crucial

in carrying a resolution at the AGM. The Chairman
ensures that views and queries of shareholders are
communicated to the Board as a whole.

Evaluation of Governance Structure E.2 - The Governance Structure presented on page 30 of
this Annual Report, is regularly reviewed at the Board
level where the major shareholder is represented.

Independent advice with regard to investing F1 - The Annual Report is circulated to all shareholders in
and divesting decisions a timely manner and includes adequate information to
enable the shareholders to make decisions relevant
to their investment in the Company. The following
reports aim at providing an overall assessment of the
Company'’s activities and future prospects.

Description Reference page
Chairman’s Message 8- 11

CEQ'’s Review of Operations 12-17
Management Discussion and 64 -76
analysis

Annual Financial Statements 121 - 168

Individual shareholders are encouraged to carry out
adequate analysis or seek independent advice on
investing, holding or divesting decisions.

Encourage individual shareholders to F2 - The Company circulates the Notice of Meeting within
participate in General Meetings the prescribed time thereby giving adequate time for
shareholders to consider the matters to be taken up at
all meetings and are encouraged to participate at such
meetings.




Section Il

Compliance Report on the Contents of Annual Report in terms of the Listing Rules of the Colombo Stock Exchange Rule No. 7.6

Rule No. ‘ Disclosure Requirement
7.6 (i)

7.6 (i

7.6 (Vi)

7.6 (vil

7.6 (vii)

7.6 (%)

7.6 ()

7.6 (xi)

Names of persons who during the financial year were
directors of the Company

Principal activities of the Company and its subsidiaries
during the year and any changes therein

The names and the number of shares held by the 20
largest holders of voting and non-voting shares and
the percentage of such shares held

The public holding percentage

Directors’ and Chief Executive Officer’s holding in
shares of the Company at the beginning and end of
the financial year

Information pertaining to material foreseeable risk
factors

Details of material issues pertaining to employees and
industrial relations

Extents, locations, valuations and the number
of buildings of the land holdings and investment
properties

Number of shares representing the stated capital.

A distribution schedule of the number of holders in
each class of equity securities, and the percentage of
their total holdings in the following categories:

No. of Holdings Total
Holders Holdings %
1-1000 shares
1,001-10,000 shares
10,001-100,000 shares
100,001-1,000,000 shares
Over 1,000,000 shares

Ratios and market price information:
Equity

1. Dividend per share

2. Dividend pay out

3. Net asset value per share

4

Market value per share ( highest and lowest
values recorded during the financial year and
value as at the end of financial year)

Debt (only if listed)
1. Interest rate of comparable government security

Debt/equity ratio
Interest cover
Quick asset ratio

SN I

The market prices & vield during the year 6.
Any changes in credit rating

Section/ Reference

Annual Report of the Board of Directors on the Affairs of
the Company

Annual Report of the Board of Directors on the Affairs of
the Company

Note 1.2 in Notes to the Financial Statements

Group Structure

ltem 11 (a) of Shareholder Information
(Non-voting shares do not exist in the Company)

ltem 10 of Shareholder Information

Annual Report of the Board of Directors on the Affairs of
the Company

ltem 12 of Shareholder Information
Enterprise Risk Management

There was no such issue pertaining to employees and

industrial relations
ltem 18 of Shareholder Information

Note 35 to the Financial Statements on ‘Stated Capital’

[tem 3 of Shareholder Information
ltem 8 of Shareholder Information

ltem 4 (a) of Shareholder Information

N/A

112

109

126

177
1683

162
113

163

95 to
105

165

150

160

161 to
162

161
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Corporate Governance contd.

Section lll contd.

Rule No. ‘ Disclosure Requirement

7.6 (xii) Significant changes in the Company’s or its subsidiaries’
fixed assets and the market value of land, if the value

differs substantially from the book value;

‘ Section/ Reference

‘ Page/s

Note 28 to the Financial Statements on ‘Property, Plant & 147
Equipment’

7.6 (xiil) Details of funds raised through a initial public issue,

ltem 3 of Shareholder Information 160

7.6 (xiv)  Information in respect of Employee Share Ownership

or Stock Option Scheme
- Total number of shares allotted during the financial year

- Price at which shares were allotted

- Highest, lowest & closing price of the share
recorded during the financial year

- Detalls of funding granted to employees (if any)

N/A -

7.6 (xv) Disclosures pertaining to Corporate Governance
practices in terms of Rules 7.10.3, 7.10.5 ¢. and

7.10.6 c. of Section 7 of the Rules.

Corporate Governance 47 to 49

7.6 (xvi)  Related Party transactions exceeding 10% of the
Equity or 5% of the total assets of the Entity as per

Audited Financial Statements, whichever is lower.

The Company did not have any related party transaction
which exceeds this threshold.

Number of Meetings Held and Attendance
Number of meetings held and attendance of each individual Director thereat is tabulated as follows;

Code of Business Conduct and Ethics
Adaptation of Code of Business
Conduct and Ethics

Name of Main Board Board Integrated Board Audit We practice laid down business ethics
Committee Risk Management Committee across all sections of the Company. We
Committee believe that the Company must do more
pameicitic Eligible | Attended | Eligible | Attended | Eligible | Attended than just behave ethically; it must articulate
Diieciors to Attend to Attend to Attend its own ethical principles and ensure that
Mr. W. Karunajeewa 17 17 N/A N/A N/A N/A those principles are integrated into the
Mr. W. Swarma Sri Bandara 17 17 4 1 1 entity's management. Our approach to
Dr. D. J. D. Jayakody 17 17 4 4 ethics considers the effect of our actions
Mr. N, Vasantha Kumar 17 16 4 4 4 on a broad rahge of stakehglders and risks
to our reputation. The following are the
Mr. Yonan Soza” 6 o /A NA ! NI business ethics embedded in our corporate
Mr. P. A, I. S, Perera™ 10 9 N/A N/A 3 2 culture.
Ms. M.G. Jinadasa™ 10 8 N/A N/A 3 3

* Resigned as a Director of the Company on 22nd August 2071.
** Appointed as Board Members with effect from 22nd August 2011.

Disclosure of Remuneration

Directors’ Fees and Remuneration

Directors’ fee & Remuneration ‘

e We will not risk the Company’s reputation
by knowingly associating with people,
organisations, products or transactions
that could potentially damage our
reputation.

‘ For the year ended 31st March 2012 (Rs.)

1,616,802 e We are positive about complying with

Compliance with Tax regulations

our legal and regulatory obligations. This
protects our stakeholders and us.

Description ‘ Number of Returns ‘ Amount Paid (Rs.) e Each member of the staff has a

Stamp Duty 4 270,887,273 personal responsibility to contribute

VAT on Financial Services 12 360,263,643 fothe Companys success and
reputation by carrying out his or her job

Tax Paid on Dividend Payments 5 93,241,263 conscientiously, efficiently and honestly

Income Tax 4 1,438,076,485 and maintaining the highest standards

Social Responsibility Levy on Income Tax 4 9,077,268 of integrity and personal conduct in

Economic Service Charge 4 120,000,000 all mgtters, which affect the People’s

Withholding Tax on Interest 12 332,943,621 Leasing Group.

Nation Building Tax 12 1,970,470

Total 2,626,460,023




e \We encourage the means whereby
staff can report any suspicions of wrong
doing to the Senior Management.

e \We seek business relationships, which
are mutually beneficial and lead to
success through fair dealing and high
standards of business integrity.

e \We seek competitive proposals from
suitable suppliers and service providers.

e We acknowledge responsibility for all
employee related issues, including
Health & Safety.

e We encourage a healthy work-life
balance among our staff which is right for
them.

e We believe it is important for all staff to
be able to share the benefits of good
performance by the Company.

e People’s Leasing encourages employees
to adopt a responsible attitude to work,
encompassing self imposed discipline.

e The main aim of the People’s Leasing
Disciplinary Policy is to be corrective
rather than punitive and is in line
with the laws and regulations of the
Country. It sets reasonable standards of
performance and behaviour, and aims
o ensure consistency and fairmess of
treatment of all employees when these
standards are not met.

e \We actively support local communities
through charitable donations and gifts in
kind and encourage the involvement of
our staff in volunteer initiatives.

e \We aim to lend responsibly and base
our credit decisions on a thorough
understanding of our customers’ needs.

e \We seek a clear link between equality
and diversity and business excellence.

Declaration on Compliance

There have been no violations of the Code
of Ethics by any of the Directors or any
members of the Senior Management. The
Management is not aware of any violation of
the Company's Code of Ethics.

IT Governance

IT Governance focuses specifically on
information technology systems, their
performance and risk management. The
primary goals of IT Governance are to
assure that the investments in IT generate
business value, and to mitigate the risks that
are associated with [T, This can be done
by implementing an organisational structure
with well-defined roles for the responsibility
of information, business processes,
applications and infrastructure.

IT Governance should be viewed as
how IT creates value that fits into the
overall Corporate Governance Strategy
of the organisation, and never be seen
as a discipline on its own. In taking this
approach, all stakeholders would be
required to participate in the decision
making process. This creates a shared
acceptance of responsibility for critical
systems and ensures that [T related
decisions are made and driven by the
business and not vice versa.

The purpose of IT Governance is to
direct IT endeavours and to ensure that IT
performance meets the following objectives:

e Aligning T strategy with business
strategy.

* Implementing and maintaining Information
Security Management System (ISMS)
align with ISO/IEC 27001

e Use of IT to enable the enterprise by
exploiting opportunities and maximising
benefits.

e Responsible use of IT resources.

e Appropriate management of [T-related
risks.

e Measuring IT performance.

e |ncrease automation (makes the
business effective).

e Decrease cost (makes the enterprise
efficient).

e Manage risks (security, reliability and
compliance).

Information Security Policy

The IT arm of People’s Leasing is dedicated
to provide trusted and managed information
services to internal customers whilst
maintaining effective information security
management systems by achieving zero
information incidents, promoting awareness,
minimising identified significant risk
categories, providing management direction
and support for information security in
accordance with business requirements and
relevant laws and regulations in Sri Lanka
benefiting both internal customers and other
external stakeholders.

The security policy ensures that:
e |nformation will be protected against any
unauthorised access;

e Confidentiality of information will be
assured;

e Integrity of information will be maintained;

e Availability of information for business
processes will be maintained;

e |egislative and regulatory requirements
will be met;

e Business continuity plans will be
developed, maintained and tested;

e Information security training will be
available for all employees;

e Al actual or suspected information
security breaches will be reported to the
Chief Information Security Officer and will
be thoroughly investigated.

e Compliance with the information security
policy is mandatory.
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Corporate Governance contd.

Roles and Responsibilities for IT Governance

Strategic Alignment

Value Delivery

IT Resource Management

Performance Management

Directors

CEO

Ensure Management has put
in place an effective strategic
planning process.

Ratify the aligned business
and IT strategy.

Ensure the IT organisational
structure complements

the business model and
direction.

Align and integrate IT
strategy with business goals.

Align IT operations with
business operations.

Cascade strategy and goals
down into the organisation.

Mediate between
imperatives of the business
and technology.

Ascertain that

Management has put
processes and practices in
place that ensure IT delivers
provable value to business.

Ensure that IT investments
represent a balance of risk
and benefit and that budgets
are acceptable.

Confirm that the IT business
architecture is designed to
drive maximum business
value from IT.

Oversee the delivery of value
by IT to the enterprise.

Take into account return and
competitive aspects of IT
investments.

Direct the optimisation of IT
costs.

Establish co-responsibility
between the business and IT
for IT investments.

Ensure that the IT budget
and investment plan are
realistic and integrate into
the overall financial plan.

Ensure that financial
reporting has accurate
accounting of IT.

Monitor how

Management determines
what [T resources are
needed to achieve strategic
goals.

Ensure a proper balance of
IT investments for sustaining
and growing the enterprise.

Provide high-level direction
for sourcing and use of IT
resources.

Oversee the aggregate
funding of IT at enterprise
level.

Ensure that the organisation
is in the best position to
capitalise on its information
and knowledge.

Establish business priorities
and allocate resources

to enable effective IT
performance.

Set up organisational
structures and
responsibilities that facilitate
[T strategy implementation.

Define and support the Head
of [T's role, ensuring that
he/she is a key business
player and part of Executive
decision-making.

Assess Management's
performance on IT strategies in
operation.

Work with the Executives to
define and monitor high level IT
performance.

Verify strategy compliance that
is achievement of strategic IT
objectives.

Review the measurement
of IT performance and the
contribution of IT to the
business.

Obtain assurance of the
performance, control and
risks of IT and independent
confirmation of major IT
decisions.

Work with the Head of IT on
developing an [T balanced
scorecard ensuring that it is
properly linked to business
goals.




Head of IT

T
Executives

Strategic Alignment

Drive IT strategy
development and execute
it, ensuring that measurable
value is delivered on time
and budget, currently and in
the future.

Implement IT standards and
policies.

Educate Executives on
dependence on [T, IT
related costs, technology
issues and insights, and IT
capabillities.

Understand the enterprise’s
IT organisation, infrastructure
and capabilities.

Drive the definition of
business requirements and
own them.

Act as sponsor for major
IT projects.

Value Delivery

Clarify and demonstrate the
value of IT.

Proactively seek ways
to increase IT value
contribution.

Link IT budgets to strategic
aims and objectives.

Manage business and
executive expectations
relative to [T.

Establish strong IT Project
management disciplines.

Approve and control service
levels.

Act as customer for available
IT services.

Identify and acquire new IT
services.

Assess and publish
operational benefits of
owned IT investments.

IT Resource Management

Provide IT infrastructure
that facilitates creation

and sharing of business
information at optimal cost.

Ensure the availability of
suitable IT resources, skills
and infrastructure to meet
strategic objectives.

Ensure that roles critical for
driving maximum value from
[T are appropriately defined
and staffed.

Standardise architectures
and technology.

Allocate business resources
required to ensure effective
[T governance over projects
and operations.

Performance Management

Ensure the day-to-day
Management and verification of
[T processes and controls.

Implement an ICT balanced
scorecard with few but precise
performance measures directly
and demonstrably linked to the
strategy.

Monitor service levels.

Provide priorities for addressing
[T performance problems and
corrective actions.
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Awards and Achievements

Sustainability Reporting Award

The Company received a “Commendation
Award — Medium Scale Category” at the
sustainability reporting awards 2011, from
the Association of Chartered Certified
Accountants, Sri Lanka.

Gold Rating

The Company was awarded the “Gold
Rating” for Corporate Accountability
demonstrating the holistic integrated
approach to Corporate Responsibility,
Sustainability and Governance derived on a
model developed by Sting Consultants.



t Awards 2011

Y

o i

|

Gold Award

The Company has successfully retained the
“Gold Award” in the Leasing Sector for the
fourth consecutive year at the Annual Report
Awards 2011 organised by the Institute of
Chartered Accountants of

Sri Lanka.

Silver Award

People’s Finance PLC, a subsidiary, was
awarded with the “Silver Award” in the
Finance Company Sector at the Annual
Report Awards 2011. A step ahead of the
Bronze received in the previous year.
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bagged by People’s Leasing, displays i
unwavering commitment demonstra
ensuring that its goals and objectives are
met, both quantitatively and qualitatively.
It also affirms the astute policies and
tegies that have been infused
into People’s Leasing, ensuring
. : ains above all, a
woverned, transparent, accountable

d truly sustainable company committed
to making a difference to each of our
stakeholders, which has in perspective,
commanded confidence and trust.
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Management Discussion and Analysis

Economic Review

World Economy

The world economy has gradually
strengthened after a major setback

during 2011. The threat of a sharp global
slowdown is reduced by improved activity
in the United States in the second half of
2011 and improved policies in the Euro
area. Recent improvements are fragile with
major advanced economies recommencing
with weak recovery whereas most emerging
economies and developing countries

will continue with relative solid activities.
The effects of spillovers from Europe
weakened Asia’s exports. However in
China, investment and private consumption
remained strong marked by solid corporate
profits and rising household income. In

the Middle East and North Africa, activity
remained subdued amid social unrest and
geopolitical uncertainty. Stronger industrial
production and trade in various Asian
economies due to abating effects on the
supply chains caused by the Thai floods. In
addition, reconstruction continues to boost
output in Japan.

World Economic Growth

%
g —
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— World
— Advanced Economies
— Emerging and Developing Economies

Source: World Economic Qutlook, April 2012, IMF

According to the International Monetary
Fund (IMF), the world economy is projected
to dip from about 4% in 2011 to about
3% in 2012 as a result of weak activity
during the second half of 2011 and first half
of 2012. Most economies are expected

to be fairly stronger with activity gaining
momentum during the course of 2012
hence; world economy is expected to grow
about 4% in 2013. Advanced economies

will continue to expand marginally as a result
of the Euro crisis, expanding only by about
1% in 2012 and by 2% in 2013. Growth
in emerging and developing economies is
projected to dip from 6%4% in 2011 to 5 %%
in 2012 and then bounce back to 6% in
2013 as a result of easier macroeconomic
policies and strengthening foreign demand.

Sri Lanka Economy

The Sri Lankan economy sustained an
unprecedented growth momentum of

over 8% in two consecutive years, with a
remarkable record growth rate of 8.3%,
which is the highest in Sri Lanka's post
independence history. The success of

the above growth is reflected in improved
consumer and investor confidence

arising from the peace dividend,

favourable macroeconomic conditions,
increased capacity utilization, expansion

of infrastructure facilities and renewed
economic activities in the Northern and
Eastern provinces. High growth momentum
was driven by industry and service sectors.
The agricultural sector bounced back from
the output loss recorded due to adverse
weather conditions during the beginning of
the year.

The unemployment rate of 4.2% in 2011
was the lowest recorded which is testimony
of the expansion in economic activity.

Low inflation allowed the Central Bank to
continue to easy monetary policy in January
2011, but cautious and gradual tightening
was initiated thereafter as credit and
monetary aggregates continued to grow at a
rate higher than projected. The Government
maintained the key fiscal indicators broadly
in line with the budgetary estimates for
20711. Undeterred by the shortfall in revenue
collection, prudent management of recurrent
expenditure helped maintain the fiscal deficit
of 6.9% of Gross Domestic Product (GDP),
marginally above the budgetary target of
6.8% of GDP.

Credit granted by commercial banks to the
private sector increased by 34.5%, YoY, in
December 2011, substantially exceeding
projections. Provisional estimates indicate
that within the credit extended to the private
sector by financial institutions, trade related
credit and credit driven by import related
items such as motor vehicles and consumer
durables increased significantly. Import

related credit increased by over 34 per cent
during 2011, while the increase in credit for
export activity was only around 8 per cent
during the year.

At the same time, excess liquidity in the
domestic money market declined from
Rs.124 billion as at end 2010 to the current
level of around Rs. 16 to 20 billion, and
such decline in liquidity in the domestic
money market led to market interest rates
to record an upward movement in recent
months.

Taking into consideration these
macroeconomic developments, the Central
Bank decided to curtail import related credit,
thereby reducing the trade deficit and the
current account deficit. The Central Bank
instructed commercial banks to moderate
credit disbursements so that the overall
credit growth in 2012 will not exceed 18
per cent of their respective loan book
outstanding at the end of 2011, while credit
growth of up to 23 per cent will be allowed
for those banks, which finance the excess
up to 5 per cent of the credit growth, from
funds mobilized from overseas.

Further, the government raised taxes
significantly on motor vehicles effective
from 31st March 2012, as a measure to
arrest the growing trade deficit and curtall
the expenses the government incurring in
importing fuel.

The strengthened external sector in the

first half of 2011 came under pressure
during the later part of the year as a result
of adverse global developments and

rapid growth in imports. In the face of
healthy growth in exports, significantly high
expenditure reflecting high oil prices and

a surge in investment and intermediate
goods imports, led to a rise in the trade
deficit to an unprecedented high level.
Substantial part of the deficit was covered
with improved foreign inflows through private
remittances and other inflows including
tourism. Conducive macroeconomic
conditions and strengthened supervision
and regulation further improved the stability
of the financial system. Sri Lanka's sustained
growth momentum has taken the country to
an elevated platform by the country being
placed among middle-income economies in
the world.



Gross Domestic Product (GDP)

The Sri Lankan economy has performed
commendably across all key sectors of

the economy resulting in two consecutive
years of over 8% unprecedented economic
growth in Sri Lanka’s post independence
history. The Sri Lankan economy grew by a
remarkable 8.3% against the 8% growth in
2010. High economic growth is supported
by strong growth in the industry and service
sectors with a setback in the agricultural
sector.

The agricultural sector recorded a modest
growth of 1.5% compared to 7% in 2010,
due to severe crop damage from the
adverse weather conditions that prevailed
during the first quarter of the year. In the
second half of the year, the agricultural
sector made a remarkable recovery. The
recovery in the second half of the year

is attributed to favourable yield in paddy
cultivation, vegetables and highland crops
as a result of improved weather conditions.
Recovery in fishing activities in the Northern
Province boosted fish production by an

increase of 15.6%. Moreover, the agricultural

sector benefited from the favourable prices
that prevailed in 2011, Rubber prices
increased significantly with the increase in
demand for natural rubber from emerging
economies. On the other hand, tea prices
increased in the first quarter followed by

a decline due to unrest in the major tea
importing destinations in the Middle East.

The industrial sector grew by 10.3%
compared to 8.4% in the previous year
which was the highest recorded during

the past 33 years in value added terms.
Accordingly, the industrial sector increased
its share in GDP to 29.3% in 2011 from
28.7% in the previous year. The industry
sector growth was largely driven by

factory industry and construction activities.
Strong aggregate demand conditions in
the domestic economy induced growth

in demand for industrial products while
industrial exports had a healthy growth
despite slow recovery in the global
economy. The construction sector surged to
14.2% in 2011 compared to 9.3% growth
in 2010 comprising of major infrastructure
development activities undertaken by the
government and increased construction
activities of the private sector.

The service sector maintained its growth
momentum with a contribution of 61.8%

to the overall economic growth. The service sector recorded a growth rate of 8.6% in 2011
compared to 8% in the previous year. Contribution to the growth momentum in the service
sector is from wholesale & retail trade, transport, communication, banking, insurance and real
estate subsectors.

The highest contribution to the economy’s GDP was from the service sector contributing
to 59.5%, while the industry sector and agriculture sector contributed 29.3% and 11.2%
respectively.

GDP Analysis - 2010

o=

GDP Analysis - 2011

o=

W Agriculture 11.93% B Agriculture 11.19%
MW Industry 28.74% W Industry 29.29%
MW Services 59.33% MW Services 59.52%

Source: Annual Report 2011 - The Central Bank of Sri Lanka
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Source: Annual Report 2011 - The Central Bank of Sri Lanka

Inflation

Inflation maintained at a single digit level during the year. The rate of inflation as measured

by the Colombo Consumers'’ Price Index (CCPI: 2006/7=100) on a year on year (YoY) basis
declined to 5.5% in March 2012, from 7.7% in the previous year. On a year on year basis,
the highest contribution to the overall increase came from non-food commodities, which
increased by 7% in March 2012. The 12-month moving average inflation as measured by the
CCPI stood at 5.9% in March 2012 as compared to 6.2% in 2011, For three consecutive
years, inflation steadied at a single digit level demonstrated by the increase in domestic food
supply including supply from the Northermn and Eastern provinces. The Central Bank managed
to maintain inflation at a single digit level with a cautious monetary policy and fiscal policies
through the downward revision of tariff on some consumer items.
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Management Discussion and Analysis contd.

Inflation & Treasury Bill Rates — 2011/12

%
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— Inflation year on year
— Inflation 12 months moving average
— Treasury bills rates (Avg: 364 days)

Source: Annual Report 2011 - The Central Bank of Sri Lanka

Interest Rates

Jan 12

Feb 12
Mar 12

The downward adjusted policy interest rates of the Central Bank has remained constant
during the year. The Repurchased and Reverse Repurchased rates were reduced by 25
basis points and 50 basis points respectively in January 2011 and stood at 7% and 8.5%
respectively in order to facilitate investments further and to support continued economic
expansion. Central Bank raised the Repurchased rate and the Reverse Repurchased rate
by 50 points to 7.5% and 9% respectively in February 2012 as a result of expanding credit

growth in the private sector, government and public corporations.

Company’s Performance in Relation to the Industry

Non-Bank Financial
Institutions * (NBFls)

As at 31st December

Key Financial Indicators

2011
Total borrowing to capital funds 4.64
(gearing ratio) (times)
Non-performing accommodations to total 5.10
accommodations (%)
Return on assets (before tax) (%) 4.60
Return on equity (%) 24.70
Net interest margin (%) 6.40

People’s Leasing
Company PLC

As at 31st March
2012

3.23

0.65

8.83
32.62
10.02

Indicators

NBFls *
(Rs. billion)

People’s Leasing
Company PLC

As at 31st March 2012
(Rs. billion)

Income Statement Year ended 31st

December 2011
Profit Before Tax (Rs. Bn) 22.3
Profit After Tax (Rs. Bn) 16.8
Net Interest Income (Rs. Bn) 31.1
Balance Sheet As at 31st

December 2011
Total Accommodations (Rs.Bn) 388.4
Total Assets (Rs.Bn) 489.9
Total Capital Funds (Rs.Bn) 77.0

6.0
4.2
6.1

72.1
79.6
18.3

PLC’s
contribution to
the Industry
%

26.91
26.58
19.61

18.66
16.25
23.77

* Source: Annual Report 2011 - The Central Bank of Sri Lanka

The Non-Bank Financial Institutions (NBFls)
continued its growth momentum during
2011, The number of Specialized Leasing
Companies (SLCs) as at the end of 2011
amounted to 16 as a result of two SLCs
migrating to Licensed Finance Companies
(LFCs) and the cancellation of licenses of
three SLCs. There were 39 LFCs as at the
end of the year. The branch network of the
NBFIs sector increased by 104 to 704 in
2011. Potential growth in the Northern and
Eastern provinces led to 28 new branches
being opened during 2011. Growth in the
accommodation portfolio was the main
contributor to the growth of total asset base
of NBFls by 26% in 2011 to Rs. 490 billion
compared to the growth of 30% in 2010.
Finance Leases and Hire Purchases were
the main contributors to the increase in
accommodation contributing 43% and 31%
of total accommodations respectively. The
share of accommodation in total assets
increased to 79.3% as a result of a 90%
increase in finance leasing. Investments
decreased by 46% as a consequence of
cancellation of the licenses of a diversified
leasing company and its migration to a
holding company status.

Total borrowings reached Rs. 172 billion
at the end of 2011, an increase of 24%
compared to 49% recorded in 2010. Fifty
four percent of the total borrowings have
been made by the SLC sector as it was
their main source of funding. Capital funds
soared by 60% to Rs. 77 bilion in 2011,
compared to 17% increase in 2010 due
to sustained profitability and the revival of
companies in jeopardy.

The Non- Performing Accommodation
(NPA) decreased by 6% in 2011 to Rs. 20
billion from Rs. 21 billion in 2010. The total
provision coverage for NPA decreased to
55% in 2011 from 60% in 2010 as a result
of increased risk weighted assets.

Profitability of the sector continues to
gather momentum during 2011 as a resullt
of positive business environment and the
benefits from the single digit interest rates
since 2010. Improved ROA (pre-tax) and
ROE of 5% and 25% respectively reflects
the increase in profits.

People’s Leasing Company has an
outstanding performance in comparison
to the industry standards as indicated by



its key financial indicators. The Company
has maintained its market leadership for a
decade and its unprecedented market share
of over 20%. The non-performing ratio of the
Company plunged further to 0.65% as at
31st March 2012. This is a further decrease
of 51% from the previous year reflecting the
astute credit evaluation, risk management
and recovery efforts, demonstrating the
strength of People’s Leasing Company.

The Company’s Contribution to the
National Economy

People’s Leasing Company has been a
responsible corporate citizen and believes
in balancing its responsibility to the nation,
economy and society in which it operates
by way of both tangible and intangible
contributions. The Company has further
expanded its distribution channels by
increasing its presence in rural areas as
well as in unexploited areas in the Northern
and Eastern provinces. During the financial
vear, People’s Leasing Company opened
four branches, fifteen mini branches and six
window offices across the country.

People’s Leasing Company has opened
many branches, mini branches and window
offices expanding its island wide coverage
thus, creating employment in these areas,
as it is the Company policy to employ

staff from the locality in which the branch
operates. During the financial year, the
Company recruited 305 employees keeping
abreast of its expansion. The Customer
Relation Management / Corporate Social
Responsibility Department (CRM/CSR) of
People’s Leasing Company has carried out
several CSR projects aimed at elevating the
community in which the Company operates
in and continues to harmness opportunities to
make a positive difference to the community.
The Company has spent Rs. 26 million on
CSR projects during the year under review.

The Company has contributed significantly
for the growth of the service sector of the
country by financing more than 20,000
vehicles, which are primarily used for
transporting goods and passengers.

The economic value addition amounted

to Rs. 980.2 million in the financial year
2011/12 whereas the market value addition
amounted to Rs. 725.7 million. People’s
Leasing Company paid a sum of over

Rs. 2.6 bilion in the form of taxes to the

Department of Inland Revenue during the
financial year 2011/12. Additional details are
avallable in other sections of this report.

People’s Finance PLC, a subsidiary of
People’s Leasing Company, continued

its momentum and achieved outstanding
profits of Rs. 3456 million, which is a 223%
growth from the previous year. Astute
marketing strategies coupled with expansion
and relocation of some branches to improve
services have contributed to the outstanding
achievements. People’'s Microfinance
Limited, a subsidiary of People’s Leasing
Company, provides financial services to

the low-income segments of the society.
People’s Microfinance Limited has
expanded its operations by opening ten
new branches and reached customers

with little or no access to financial services
thus, elevating the low-income society of
the country. People’s Microfinance Limited
recorded a pre-tax profit of Rs. 1.7 million
compared to the pre-tax loss of Rs. 1.1
million in the prior year.

Significant Features in Operating
Performance

Achieving great heights in the financial year
2011/12, the Company recorded a total
grantings of Rs. 48.9 billion, which is an
increase of 17% over the previous financial
year. Monthly grantings gradually increased
from Rs.3.6 bilion in April to Rs.4.9 billion
in June reaching great heights in August
with Rs.5.5 billion and the momentum
continued to late November 20711 with

a decrease in grantings in the last few
months. The increase in grantings is a
result of a reduction in taxes, reduction in
vehicle import duties and the decrease in
average lending rates from 25% in 2009

to 16% in August 2011. However, lending
rates gradually increased during the latter
part of the year. Another contributing factor
for the increase In grantings is the demand
in the requirement of vehicles not only the
commercial and passenger vehicles but an
increase in the industrial vehicles as a result
of infrastructure development taking place
in the country after the war. The increase in
the number of projects in the agriculture and
construction sector has created a demand
for agricultural equipments and commercial
vehicles. Hence, People’s Leasing branches
in the rural areas benefited from the number
of projects in these areas. Areas previously
not cultivated due to the civil war have

commenced cultivation in the Northermn
and Eastern provinces creating a demand
for harvesting machines, tractors and
transportation vehicles with the opening
and development of roads in the North
and East. Hence, the Company has
spread its branches to Batticaloa, Ampara,
Trincomalee and Jaffna. Further expansion
into untapped areas in Jaffna was carried
out in this financial year with a total of six
window offices in Jaffna. In the coming year,
the Company hopes to convert its window
office in Mannar to a branch.

The Company continued with its policy of
carrying out its business from its branch
network spread in all geographical segments
throughout the country taking advantage

of the potential business and minimizing
exposure to risk. People’s Leasing Company
opened four new branches in Bandarawela,
Nawalapitiya, Grandpass and Colombo 02.
People’s Leasing Company has access

to rural areas through the utilization of
mammoth branch network of People’s Bank
with Company’s window offices located

in People’s Bank premises throughout the
country. People’s Leasing Company opened
six window offices in Bakamuna, Galewela,
Kalpitiya, Pugoda, Bulathsinghala and
Gomarankandawala.

Increasing potential in some of the window
offices led the Company to convert them to
mini branches, which are not fully-fledged
branches. People’s Leasing Company with
its window offices covering an extensive
geographical area throughout the country

is now focusing on converting its potential
window offices into mini branches and finally
into fully fledged branches after completing
an year of operation. Some window offices
will remain as feeders for the mini branches.
People’s Leasing Company has opened

156 mini branches during the financial

year in Kaduwela, Monaragala, Neluwa,
Ambalangoda, Kirindiwela, Merigama,
Kirillawala, Horana, Kadawatha, Kuliyapitiya,
Wennappuwa, Ja-Ela, Balangoda, Kanthale
and Deniyaya. A couple of highly potential
mini branches have been identified and will
be converted to branches in the near future.

People’s Leasing Company’s majority
share of revenue comes from the Western
province as the population and economic
activities are concentrated in the Western
province.
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People’s Microfinance Limited, a subsidiary
established by People’s Leasing Company
in the financial year 2010/11 commenced
its commercial operations in March 2011.
There are 32 employees of the People’s
Microfinance Company in 14 branches

of the People’s Leasing Company. The
Company’s target segment is the low-
income group under Microfinance. The
Company provides support in their
business operations by providing technical
advice from respective bodies and in the
management of their finance. In the future,
the Company hopes to elevate the status
of microfinance customers and give them
the opportunity to the facilities of the parent
leasing company. During the year 2011/12,
People’s Microfinance made a profit and

a customer base of about 4,300. In the
future, People’'s Microfinance is planning to
extend to another 10 branches including
Ambilipitiya, Tangalle, Matara, Galle, Neluwa,
Ambalangoda, Dambulla, Horana, Chilaw
and Trincomalee.

Meajority of People’s Leasing branches have
People’s Insurance employees in keeping
with the Group policy of Group synergy.

The operations of the Company have
expanded significantly during the financial
year with lease and hire purchase portfolio
increasing by 45.3% from Rs. 46.4 billion in
2010/11 to Rs. 67.4 bilion in 2011/12.

Grantings by Province

\

&

W \Westem 50.54%
M Sourthem 9.79%
M Easten 7.06%
W Central 7.95%
Sabaragamuwa 6.09%
B North Central 4.77%
North Western 5.31%
M Northern 2.94%
Uva 5.56%

Grantings for 2011/12 - People’s Leasing Group (Rs. million)

Province People's | People's People's | People's
Leasing Finance | Microfinance Leasing
Company PLC PLC Limited Group
Western 23,856.36 6,667.05 41.57 30,664.98 50.54
Southern 4,524.77 1,398.04 - 5,922.81 9.79
Eastern 3,122.94 1,106.91 40.15 4,271.87 7.06
Central 3,686.39 1,218.98 3.38 4,807.75 7.95
Sabaragamuwa 3,190.52 464.57 27.73  3,682.82 6.09
North Central 2,662.01 310.27 20.57 2,882.85 4.77
North Western 2,911.49 290.90 6.81 3,209.20 5.31
Northemn 1,775.13 - - 1,775.13 2.94
Uva 3,338.01 - 25.77 3,363.78 5.56
Total 48,856.64 11,456.71 165.98 60,479.03 100.00
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Performance by Segment

The Company’s lease, hire purchase and
loan portfolio at the end of the year is
distributed in the following manner.

‘ 2010/11 | 2011/12

% %
Lease 43.8 50.9
Hire Purchase 50.2 43.5
Loans and other 6.0 5.6
advances

Distribution of Core Business

The majority of the Company’s revenue was
generated from lease and hire purchase
operations contributing more than 80%

of the total revenue. The Company offers
an array of leasing facilities to cater to the
needs of different customer segments.
People’s Leasing Company is geared to
cater to the diverse borrowing needs of

the customers with flexible loans schemes
including mortgage loans, vehicle loans and
short term loans.

Distribution of Profits

In keeping with the Company policy of
concentrating business from its branch
network, its island wide branch network
records all the Company’s profits.

Finance Lease and Hire Purchase
Facilities

The reduction in interest rates during the
year and a gradual increase towards the
latter part of the year has contributed to

the significant increase in the lease and
hire purchase portfolio during the first three
quarters of the year and a slight decrease
in the portfolio towards the latter part of the
year. Slightly higher revenue was recorded
for hire purchase compared to finance
leases, as the hire purchase rates are higher
than the finance leases. An additional margin
is kept for hire purchase for VAT on financial
service tax and for the risk as hire purchase
mainly caters for registered vehicles

where as finance leases cater for new and
unregistered vehicles. Finance leases are
highly competitive with banks and other
finance companies offering lower rates.
The net finance lease portfolio increased

by 67.80% to Rs. 36.3 bilion, while the
net hire purchase portfolio also increased
by 25.28% to Rs. 31.1 billion. Interest rates
gradually increased towards the latter part
of the financial year leading to a reduction

in demand for leases. The Company is also
curtailing lending as it foresee the spiraling
of the interest rates taking advantage of
grantings at higher levels in the future.

People’s Leasing Company offers
customized products for its customers,
which sets it apart from its competitors that
offer ready-made packages with fixed rates
of interest throughout the lease period. The
Company evaluates the client and structures
the rental schedule with the client’s
repayment ability enhancing the Company
recovery rate, which is below the industry
average rate.

In the last couple of years, diversification
was carried out through People’s Leasing
Company and with the identification of
profitable ventures; they were converted into
independent companies. People’s Leasing
Fleet Management Limited was incorporated
to handle the ever-increasing operating
leases. In keeping with the Group concept
of total financial service provider, People’'s
Microfinance Limited was incorporated

with a huge demand for microfinance
enabling the Company to concentrate

on its core products. People’s Leasing
Company has 177 service points across
the island including fully fledge branches,
mini branches and window offices. One

of the uncertainties facing the business is
loss that the Company has to incur; as a
result of fluctuations in interest rates and
granting facilities are on fixed term basis.
The Company has also funded government
projects in terms of commercial vehicles
and with the slow pace of the projects,

the customers have difficulties in rental
repayments.

Grantings Sector Wise

Agriculture 1,766.25
Constructions 2,666.74
Fisheries 23.23
Industry 482.13
Others 2,942.42
Services 14,606.13
Tourism 221.42
Trading 12,042.53
Transport 14,2156.79
Total 48,856.64

Grantings Sector Wise

Ty

B Agriculture 3.62%
W Constructions 5.23%
M Fisheries 0.05%
M Industry 0.99%
Others 6.02%
M Services 29.90%
Tourism 0.45%
M Trading 24.65%
Transport 29.09%

Principal Risks and Uncertainties
Identification of High Risk Sectors

In mitigating the level of risk that the
Company is exposed from its various
business activities, the Company has
endeavoured to incorporate a series of
measures. The Company has identified
sectors of the economy with high risk
factors and set limits on the amount of
credit provided to these sectors. The crucial
factor in granting a facllity is the repayment
ability of the individual customer. The
Company has identified construction and
road development sectors as high-risk areas
as some government projects are at an
anemic pace. The Company has set limits
on credit on these sectors. In the agriculture
sector, the Company has been cautious in
grantings, as the demand is less for second
hand agricultural machinery including
harvesting machinery.

Interest Rates

Interest rates were comparatively low in
the last financial year following through to
August 2011 with a gradual increase with
continued momentum and the Company
foresees this trend in increasing interest
rates in the future. Customers are faced with
anew risk of lower profit margins from their
business with the increase in interest rates
and the Company’s risk is the abllity of the
customers in repayment of rentals.
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Commercial banks lending have been
curtailed by the Central Bank of Sri Lanka
with the increase in interest rates coupled
with credit crunch and certain massive
development projects of the government
being postponed to the next financial year
has a major impact on the market. Majority
of the Company’s business is from the lease
of commercial vehicles and with the event
of postponing government development
projects; customers have difficulty in
repayment of rentals. Hence, an increase in
repossessed vehicles where the demand
for second hand vehicles is low leading to
increasing difficulties in disposing of the
assets.

Assets Quality

Creditworthiness of the Company's
customers is paramount in determining
the quality of the Company’s assets.

The Company has stringent controls in

all areas of its operation particularly in
credit evaluation and recovery operations
to mitigate the risk. Speedy and more
accurate information from the Company’s
Management Information System coupled
with benchmarks and stringent controls

of all the branches has reduced the
Company’s non performing ratio. The
quality of the assets is indicated by the low
non-performing ratio of 0.65% which is well
below the industrial average of 5.1%.

Intense Competition

There are 39 Registered Finance Leasing
Establishments and 16 Specialized Leasing
Establishments in operation in the leasing
industry creating intense competition.

The Company is competing with banks,
finance and leasing companies and other
companies offering similar products.
People’s Leasing Company has overcome
the competition in various ways. People's
leasing Company's geographical expansion
is so vast with the branch network coupled
with People’s Bank image with new window
office network covering all part of the island
has enabled the Company to serve the
customers within a short span of time. The
Company has an excellent relationship

with its stakeholders with the numerous
CSR work carried out for the community

in keeping with the Company’s ethos of
giving back and uplifing the society. The
Company believes in imparting human
touch at delivery points with the Company
concept of well trained marketers cascading

from top management down through the
Company. People’s Leasing Company has
maintained its position as the undisputed
market leader in the leasing industry for the
10th consecutive year with the Company’s
unique service factor and other services
rendered along with the products. The
Company has secured in total a market
share of over 20% in annual disbursements
and in some regions the Company has
secured 35% of the market share.

Business Review

Marketing Strategies

People’s Leasing Company's effective
marketing strategies adopted is reflected
in the Company maintaining its market
leadership in the leasing and hire purchase
market amidst intense competition for

the 10th consecutive year. The Company
also bears a long term rating of ‘A+(lka)
Stable’ from Fitch Ratings Lanka Limited,
symbolizing the Company’s strong credit
profile and performance. The Company's
corporate vision is achieved by linking

the corporate strategies with the market
strategies. The core strength of the
Company is its island wide distribution
network of branches, mini branches and
window offices located at People’s Bank
branches. During the financial year, four
branches, fifteen mini branches and six
window offices were opened reaching out to
untapped areas.

In terms of products, during the tax reduced
period, there was a huge demand for
leasing of unregistered vehicles. The trend
changed towards hire purchase being
more popular for registered vehicles as it

is an alternative source of funding where
the banks do not offer facilities and there is
no VAT component in the rental including
flexibility offered by the Company. People’s
Leasing Company were the pioneers in
developing the product, when the prices of
vehicles decreased, where the Company
opt to import the vehicle of the customers
choice. People’s Leasing Company offered
excellent service by coordinating with the
bank in obtaining the Letters of Credtt,
clearing of the vehicle, provision of leasing
facilities and insurance in a complete
package. The Company's image was
enhanced by electronic media and press
advertisements covering the initial public
offering and the Company’s new impressive
building. The Company's success has

been its unique concept of great emphasis
placed in building sustainable relationships
with the customers resulting in a majority of
its customers generating repeat business
for People's Leasing Company. This has
reduced the necessity of significant costs
of carrying out marketing campaigns and
business promotions.

Adhoc regional campaigns are carried

out by the Company’s dedicated and
competent Customer Relations Department
with their propagandas vehicles at the
request of the regional managers creating
awareness and boosting the Company
products and services. People’s Leasing
Company has strengthens its brand value
by instilling the need to contribute directly
towards the society by way of CSR projects
in all branches. CSR projects are taken

into the consideration of the inter-branch
competition which provides encouragement
for the branch employees to involve in

CSR. Core marketing strategies are closely
monitored by branch operations consisting
of four segments handling the entire branch
network. All branches are prudent in their
credit evaluation and recoveries with their
own regional strategies for recoveries.
People’s Leasing Company strives to
continuously motivate, educate and develop
the staff to meet multiple challenges in

a dynamic business environment. The
Company's specialized marketing staff is
also specialized in credit evaluation with

set targets, which they have to maintain.
Management Information System plays a
crucial role in keeping track of each and
every employee specially the marketing
officers. The Company continues to
maintain its policy of recruiting marketing
officers from the respective branch regions
to ensure familiarity and maintain the service
standards.

People’s Leasing Company’s culture of
human touch and friendly approach towards
people is shared and reinforced in all the
branches creating sustainable relationship
as most employees in the branches are
from the respective areas. People’s Leasing
Company provides opportunity for principle
customers to meet the top management on
their visits to the branches enhancing direct
approach of the top management by the
customers on issues or concems.



Customer Relationship Management
(CRM)

People’s Leasing Company continues

its efforts in CRM activities thereby,
strengthening the loyalty of existing
customers and promoting the Company’s
reputation among potential customers.
The Company endeavours in maintaining
sustainable relationships with the customer
through constant contact by marketing and
recovery officers meeting the customers’
requirements and difficulties.

CRM activities were carried out by all
branches in keeping with the Company’s
culture of serving the community in which

it operates and enhance the brand image.
CRM unit has two well-equipped audiovisual
propaganda branded vehicles, which are
sent on special events, such as, opening of
new branches, an anniversary of a branch
and CSR projects. The propagandas
collects the basic source data from the
community in the region and the Company
gets a feedback on customers views,
competitors and various ways the Company
could assist its subsidiaries in the branches.
The feedback information is printed on

a newsletter on a quarterly basis. CRM/
CSR Unit monitor all CSR projects in the
Company. Majority of the CSR activities

are carried out on customer request from
the area and the branch in turm request
from CRM/CSR unit thus, carrying out the
stakeholder engagement. Requests are
accommodated based on the necessity
and the Company funding and allocation.
People’s Leasing Company encourages

the respective branches to hold a large
customer get-together extending invitations
to People’s Bank managers and their
principal customers hence, cultivating

close contacts with their customers and
strengthening the Company's relationship
with People’s Bank. People’s Leasing
Company contributes to various social
events in major regions including Kandy and
Anuradhapura branch making substantial
contributions for the Kandy Perahara and
Poson respectively.

A customer satisfaction survey was
conducted in the previous financial year
2010/11 and areas that needed further
development were identified to enhance the
customer satisfaction. The Company carried
out vigorous mass scale training programs
for the staff, held meetings, awareness

campaigns as well as focused group
meetings at branch level in order to bridge
the gap during the financial year under
review. This ongoing process of bridging the
gap of the survey will be carried on to the
next financial year as well.

Door Step Marketing

People’s Leasing Company's unique
approach to reach customers is on a
platform above its competitors with well
trained and competent marketing officers
placed in all branches, mini branches and
window offices located in People's Bank
geographically spread island wide hence,
unwarranted brokers. The Company's
concept of branches, mini branches and
window offices permeate island wide,
assists the marketing officers recruited

from the respective branch areas to reach
customers premises within a time span

of half an hour enhancing astute credit
evaluation and sustainable relationship. Thus
keeping the Company one step ahead of its
competitors.

Monitoring and Recoveries

The Company firmly believes that recovery
commences at the point of granting.

The Company’s evaluation process is
intense and fast. Majority of the customers
are from the rural areas with minimum
documentations. The Company's marketing
officers are well trained to evaluate and
assess the customer on repayments
capacity. Being the market leader, the
Company has a large customer base

with new customers acquired through
client referrals, which has been crucial in
maintaining a low non-performing ratio. The
Company's legal cases are just a fraction
of the total portfolio due to the effective
performance of the pre-legal function.

All contracts with rentals of six months

in arrears is considered non performing
and imm