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Invictus

AN UNCONQUERABLE SPIRIT






AUGMENTED REALITY
Augmented reality (AR] is the integration of digital information with live video or the user’s environment in real time.

Basically, AR takes an existing picture and blends new information into it. Augmented reality is changing the way we
view the world - or at least the way its users see the world.

ClUS

AN UNCONQUERABLE SPIRIT THAT HAS NEVER BACKED
DOWN IN THE FACE OF ADVERSITY AND CHALLENGE, PLC
BOLDLY ASSUMES THE SPIRIT OF INVICTUS; A COMPANY
THAT HAS RISEN ABOVE IT ALL TO BE ONE OF THE MOST
RESPECTED AND SUCCESSFUL FINANCIAL GIANTS IN
THE INDUSTRY. AND AS WE CELEBRATE OUR TRIUMPHS
IN THE PAST 20 YEARS WE WILL STRIDE FORWARD WITH
COURAGE AND FORTITUDE INTO THE NEXT PHASE AS AN
UNSTOPPABLE FORCE THAT WILL CHANGE THE ECONOMIC
LANDSCAPE; INTRODUCING A NEW REALITY AND RAISING
THE BAR IN WHAT A SRI LANKAN BUSINESS CAN TRULY
ACHIEVE. WE ARE THE MASTER OF OUR FATE AND THE
CAPTAINS OF OUR JOURNEY.

] O

INSTRUCTIONS TO SCAN:

Please download the = Access PLC app and Every page that carries

PLC App on to your ‘ press the scan button the icon "Scan Me" has
‘ smart phone ‘ ‘ and point the camera an Augmented reality
| on to the image and video embedded on it.

see us transform. SCAN ME CoverPage & Pages
8,40, 47,235

Search for “PLC AR”
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OVERVIEW

“GIVES YOU AN OVERVIEW OF THE COMPANY’'S PERFORMANCE,

AND AN INTRODUCTION TO THE CAPITALS THAT PLAY A MAJOR ROLE IN
RUNNING OUR BUSINESS, CONCLUDING WITH A PERFORMANCE REVIEW
BY MR. HEMASIRI FERNANDO, OUR CHAIRMAN.”

About this Report

Our Journey

Momentous Events 2015/16
Highlights

Chairman’s Message

PEOPLE'S LEASING & FINANCE PLC
ANNUAL REPORT 2015/16
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ABOUT THIS REPORT

G4-15, 17, 22, 28, 29, 30, 32, 33

PEOPLE’S LEASING

& FINANCE PLC
PRESENTS ITS THIRD
INTEGRATED ANNUAL
REPORT WITH AN
INTERACTIVE AND
USER FRIENDLY
APPROACH UNDER
THE THEME
“INVICTUS”.

OVERVIEW

The report aims to share the Company’s
inimitable value creation story over the
short, medium and long term with our
renowned stakeholders. The holistic
approach facilitates principally the
providers of financial capital as well as
other stakeholders in making effective
decisions. The report presents concise
communication of the Company’s
strategy, governance & capital
management and demonstrates the
links between its financial performance
and its wider social, environmental and
economic context.

The report has been prepared in line with
the Integrated Reporting Framework
issued by the International Integrated
Reporting Council (IIRC) (2013]) and the
Preparer’s Guide to Integrated Corporate
Reporting Guidance published by the
Institute of Chartered Accountants of Sri
Lanka. The sustainability information
included in this report has been based
on the Global Reporting Initiatives

(GRI) guidelines. The report continues

to follow G4 ‘in accordance with
comprehensive’ option for the second
consecutive year. The GRI Content Index
is set out at the end of the report, pages
339 to 347.

FINANCIAL STATEMENTS AND
EXTERNAL ASSURANCE

Financial Statements have been
prepared in accordance with the Sri
Lanka Accounting Standards (SLFRs/
LKAs) issued by the Institute of
Chartered Accountants of Sri Lanka.
Where applicable, the Company has
followed the rules and regulations

of the Finance Business Act No. 42

of 2011; Finance Leasing Act No.

56 of 2000; Companies Act No. 7 of
2007; Listing Rules of the Colombo
Stock Exchange; Finance Companies
(Corporate Governance) Direction No.
3 of 2008 set by the Central Bank of Sri
Lanka; and the Code of Best Practice
on Corporate Governance issued jointly
by the Chartered Accountants of Sri
Lanka and the Securities and Exchange
Commission of Sri Lanka. There were
no restatements applicable for the
information provided in the previous
reports.

External assurance has been obtained
for the corporate governance from

the M/s. Ernst & Young Chartered
Accountants. The financial statements
together with the related notes are
audited by M/s. Ernst & Young Chartered
Accountants, Sri Lanka and their
assurance report is set out on page 241
of this report. The external assurance
obtained from them for sustainability
reporting is given on pages 337 to 338

of this report. Directors” Statement of
Internal Control over Financial Reporting
has been reviewed by the said Auditors.

In addition, a certificate has been
obtained from the Sri Lanka Climate
Fund for carbon neutrality.

SCOPE AND BOUNDARY

The content of the annual integrated
report 2015/16 covers the Company’s
operations spanning the head office
and the branch network for the period
1st April 2015 to 31st March 2016, with
the most recent report being for the
year ended 31st March 2015 for which
comparatives are given throughout this
report.

The report provides summary reviews
on the performance of PLC’s five
subsidiaries: People’s Insurance
PLC; People’s Leasing Property
Development Limited; People’s Leasing
Fleet Management Limited; People’s
Microfinance Limited; and People’s
Leasing Havelock Properties Limited;
and the associate, People’'s Merchant
Finance PLC for the year ended 31st
March 2016.

The content of this report has been
developed with an emphasis on

the aspects that are material for

the Company as well as for its key
stakeholders. The detailed analysis of
the materiality assessment is on pages
27 to 28.

FORWARD LOOKING STATEMENTS

This integrated report contains certain
forward looking statements and financial
forecasts based on the available
information as of the date of this report.
As such statements and forecasts are

PEOPLE'S LEASING & FINANCE PLC
ANNUAL REPORT 2015/16
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relating to the future events, it involves risks and uncertainties that may be beyond
PLC's control. Therefore, readers are advised not to place undue reliance on these
forward looking statements in making decisions. The Company is not obligated to
update these forward looking statements to reflect any changes after the date of this
report.

PRESENTATION

Augmented reality experience brings the readers an interactive value creation story
throughout the Annual Report 2015/16. Printed copies of this report will be posted to
only those who request for the same in writing which is in line with PLC's commitment
towards reducing the corporate’s carbon footprint. However, this report in the form of
a CD-ROM will be posted to all shareholders and will be made available on the official
website www.plc.lk in PDF and HTML formats.

STATEMENT OF BOARD OF DIRECTORS OF THE COMPANY

The Board acknowledges its responsibility to ensure the integrity of the annual
integrated report. In the Board's opinion, the report addresses all material issues
and matters, and fairly presents the Company’s integrated performance.

On behalf of the Board,
M

GSN??/
D. P. Kumarage

Hemasiri Fernando

Chairman Chief Executive Officer
18th May 2016

Colombo

CONTACT

Questions and inquiries on this
Integrated Annual Report 2015/16 and
information presented therein are to be
directed to:

The Chief Financial Officer
People’s Leasing & Finance PLC
1161, Maradana Road,

Colombo 08, Sri Lanka.

Postal Code: 00200

Tel: +94 11 2631631

Fax: +94 11 2631980/81

Investors can communicate with the
Company via e-mail.
investor.relations@plc.lk

Sustainability related concerns could be
communicated via e-mail
sustainability@plc.lk and by filling in the
Stakeholder feedback form.

A Carbon Neutral Company

NAVIGATION

To make the readers more
comfortable regarding our journey
of value creation, navigation icons
have been included to relevant
pages within this Integrated Annual
Report.

@ Financial Capital ~
@ Relationship Capital .
\/

$
$
3

Human Capital S

Social Capital

990 OO

3 :

% Intellectual Capital §

Read this Report online

PEOPLE'S LEASING & FINANCE PLC
ANNUAL REPORT 2015/16



WE HAVE BEEN
FEARLESSLY
REAPING THE
BENEFITS AS WE
RAISE THE BAR
IN QUALITY AND
SERVICE.




1995/96 1996/97 1997/98

Sri Lanka’s leasing giant is incorporated in
1995 as a private limited liability company
with an initial capital of Rs. 10 million

2000/01

The corporate status of the Company
changed from a Private Limited Liability
company to a Public Limited Liability
company

2008/09

Diversifying into new business ventures,
PLC forms two subsidiaries; People’s
Leasing Fleet Management Limited and
People’s Leasing Property Development
Limited

2012/13

PLC becomes the first Non Bank
Financial Institution (NBFI) to receive two
international ratings, from Standard &
Poor’s and Fitch Ratings International.

Spearheading a transformational mindset
and cultural change, Mr. D. P. Kumarage is
appointed as the Chief Executive Officer of

the Company

2002/03

Within a span of just seven years in
operation PLC establishes itself as the
market leader in the leasing industry

2009/10

People’s Insurance Limited is formed as
a wholly owned subsidiary, consolidating
PLC's status as a diversified financial
services provider

2013/14

PLC successfully completes its

amalgamation with its subsidiary, People’s

Finance PLC

The first branch is opened in Kandy as the
first step of PLC's ambitious growth plans.

2007/08

Launched the unique concept of window
offices at People’s Bank's branches

2011/12

PLC is listed on the main board of the
Colombo Stock Exchange through the
second largest IPO in the history of the
Bourse

2014/15

PLC bags the 'Silver Award’ for overall
excellence in financial reporting after
securing the sector Gold Award for seven
consecutive years.




10

OVERVIEW OUR VALUE PROPOSITION OUR STRATEGY MD&A
v
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CAPITAL INDICATOR

Relationship Capital (RC) > é § > % § > é %
Human Capital (HC) Social Capital (SC) Natural Capital (NC) S Intellectual Capital (IC) b3

< A
@ Rs. 0.50 per share was paid as final dividend for the FY 2014/15 @) Continued reforestation programme towards carbon neutrality
I
. ~ . Ic PLC secured a ‘Silver Award’ at the SLIBFI award ceremony for
@ A special loan scheme for three-wheelers was introduced the ‘Best Social Uplifting Islamic Finance Entity of the Year’

An employee bagged a ‘Silver Award’ as the ‘Rising Islamic 2
Finance Personality of the Year’ at SLIBFI

S E

/
77 /
Set an epic record of Rs. 8.1 billion, monthly disbursement e Online Issue / Advisory Tra.lcklng System’incorporated to the
PLC internal web
@ IT systems were equipped to handle SLIPS through Lanka Clear Ic Launched the ‘PLC Online’ Customer Web Portal
Initiated renovation of the National Training Centre Auditorium, 2 IC Recognised as the ‘Financial Service Provider of the Year’ by 2
of National Hospital, Colombo SLIM Nielsen Peoples Awards 2016

IC ‘2nd Runner-up’ in Financial Service Sector at SAFA Best /

Presented Annual Report Awards 2014

PEOPLE'S LEASING & FINANCE PLC
ANNUAL REPORT 2015/16
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© © © © ©

® © @

People’s Merchant Finance PLC became an associate of the
Company

Established the Disposal Losses Recovery Unit

‘Fast Track’ loan scheme re-launched

Appointed PLC as the Managing Agent of People’s Merchant
Finance PLC

Employees bagged two ‘Gold Awards’ and two ‘Bronze Awards’
under financial products and services category at the 15th SLIM- %
NASCO awards

Fitch Ratings Lanka affirmed the Company rating AA- (Lka)

!
i

—tSSSSSSSSSS

SN,

/////

The third listed Debenture issue was oversubscribed

New branches opened at Kalawana, Medawachchiya and
Pelmadulla

Launched Factoring; the Company’s latest product

=T

Ranked as one of the top 25 Listed Companies in Sri Lanka (17th
position) by the Business Today magazine 2014/15

Adjudged as ‘One of the Top Ten Corporate Citizens’ of the year
at the ‘Best Corporate Citizen Sustainability Award 2015’ for the
2nd consecutive year

Concluding a successful IPO, People’s Insurance
listed on the CSE

An interim dividend of Rs. 0.75 per share was paid for FY 2015/16

Secured its position in restructured S&P SL 20 index

Received ‘Gold Award’ at SLITAD People Development
Awards 2015

Annual Report 2014/15 ‘365 Days That Were’

Secured two awards at 51st CA Sri Lanka Annual Report Awards;
‘Gold Award’ in the Financial Companies category for the 8th
consecutive year
‘Silver Award’ in the overall Management Commentary category

LR

]

Awards/recognitions at LACP 2015 Spotlight Awards;
‘Silver Award’ in the Competition Class of Print Annual Reports
category
Ranked among the Top 100 Communication Materials

LR Y

Best performed branches and employees were honoured at the
PLC Premier Awards 2014/15

PEOPLE'S LEASING & FINANCE PLC
ANNUAL REPORT 2015/16



12

OVERVIEW OUR VALUE PROPOSITION OUR STRATEGY MD&A
A4
HIGHLIGHTS
(I
Page No 2015/16 2014/15  Change (%)

FINANCIAL CAPITAL
Income (Rs. Mn) 243 19,186.23 20,541.63 (6.60)
Net interest income (Rs. Mn] 243 9,935.02 10,000.03 (0.65)
Profit before income tax (PBT) (Rs. Mn) 243 6,143.09 5,375.11 14.29
Profit after income tax (PAT) [Rs. Mn) 243 4,347.35 3,752.96 15.84
Cost to income ratio (%) 52 38.22 34.63 3.59
Total assets (Rs. Mn) 245 124,335.65 112,322.98 10.69
Return on assets (ROA) (%) 51 5.19 4.75 0.44
Core capital [required min - Rs. 400 Mn] (Rs. Mn] 5 22,222.89 20,609.90 7.83
Core capital ratio (required min - 5%) (%) 51 19.56 20.22 (0.66)
Total risk weighted capital ratio (required min - 10%) (%) 51 18.14 19.04 (0.90)
RELATIONSHIP CAPITAL
Branches (Number) 47 92 89 3.37
Customers (Number] 55 292,481 260,054 12.47
New customers (Number] 55 66,300 58,824 12.71
Supplier base (Number) 70 22,633 20,315 11.41
Payment to suppliers (Rs. Mn) 70 51,816.43 44,323.35 16.91
Earnings per share - Company (Rs.] 73 2.75 2.38 15.55
Net assets value per share (Rs.) 73 14.41 13.38 7.70
Dividend per share (Rs.) 73 1.25 1.25 -
Dividend payout (%) 73 45.43 52.62 (7.19)
Market value per share - Closing (Rs.) 76 16.00 22.10 (27.60)
Market capitalisation (Rs. Mn) 76 25,277.80 34,914.96 (27.60)
Price earning ratio (Times) 73 5.82 9.30 (37.42)
Return on equity (ROE) (%) 73 19.80 18.61 1.19
Debt to equity ratio (Times) 73 2.67 2.36 13.14
HUMAN CAPITAL
Employees (Number) 83 1,834 1,666 10.08
Employees promoted (Number) 83 846 521 62.38
Investment in training (Rs. Mn) 83 22.80 26.76 (14.80)
Staff remuneration & benefits (Rs. Mn) 83 1,807.02 1,565.23 15.45
Employee retention ratio (%) 83 91.43 89.76 1.67
SOCIAL CAPITAL
Economic value added (EVA) (Rs. Mn) 126 1,794.09 3,367.13 (46.72)
Investment on CSR (Rs. Mn) 96 76.25 71.68 6.38
Community based initiatives (Number) 96 158 127 2441
Number of staff volunteered hours 96 29,659 16,060 84.68
NATURAL CAPITAL
Carbon footprint (Tonnes of CQ, equivalent) 106 3,059.47 2,769.71 10.46
Trees planted for carbon credits (Number) 106 10,395 430 2,317 .44
Number of staff volunteered hours 106 1,864 3,414 (45.40)
Investment on natural environment (Rs. Mn) 106 3.36 1.17 187.18
Paper recycled (Kg) 106 6,355 6,406 (0.80)
Environment based initiatives (Number) 106 27 28 3.57
INTELLECTUAL CAPITAL
Brand value (Rs. Mn) 117 9,317.00 4,918.00 89.45
Market share (%) 117 12.48 13.78 (1.30)
Goodwill (Rs. Mn) 287 308.54 308.54 =
Group synergy -Window operations within the network (Number) 117 110 109 0.92

PEOPLE'S LEASING & FINANCE PLC
ANNUAL REPORT 2015/16
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Rs. 4,347 Mn

Recorded the highest ever
profit after tax in our journey
strengthening the financial capital

Yy

Rs. 1,975 Mn

Dividend paid to ordinary
shareholders to sustain our
relationship capital

T AT 77

Rs. 2,915 Mn

By paying taxes contributed toward
social capital

Rs. 76 Mn

Invested on CSR to improve the
community thus contributing to
social capital

&
B
& &

1,834

TALENT POOL

Rs. 23 Mn

TRAINING INVESTMENT

Improved human capital by
achieving retention ratio of

91%

Branches

110

Window Offices
Island Wide

Increases the relationship capital

o,
o@@

Secured a strong brand, for our
well-built Intellectual capital

WPy
iyﬂp”"’* @ /7 %
@000 ggﬂ %6%

Fostering a green environment and neutralizing the
carbon emission; contributing to the natural capital

Peoples’ choice for four consecutive
years improved the intellectual
capital

We now stand proud as a
carbon neutral company

PEOPLE'S LEASING & FINANCE PLC
ANNUAL REPORT 2015/16



CHAIRMAN'S MESSAGE

“WE CONTINUED TO UPHOLD
OUR COMMITMENT TO

GOOD GOVERNANCE AND
ENSURED THAT WE WERE IN
COMPLIANCE TO THE BEST
PRACTICES, WHILST BEING
DISCIPLINED IN OUR RISK
MANAGEMENT.”

Hemasiri Fernando
Chairman
People’s Leasing & Finance PLC

This year’s annual report has been aptly themed ‘Invictus’ reflecting the strength and stability

which People’s Leasing & Finance PLC has acquired over the span of two decades. In this time, we

have consistently raised the bar on not only financial performance but also on the broader fronts of
sustainability, good governance and business ethics. In this backdrop, it is indeed my privilege, on behalf
of the Board of Directors, to present the annual report along with the audited financial statements and
briefly share my thoughts on how we will navigate through the challenges of our times, to grow and
reach our aspired goals in the new frontier.
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“WE HAVE COME FAR,
FACED MANY CROSS-

@ ROADS AND TRIALS
AS WE EVOLVED AND
GREW WITH EXPERTISE
COMBINED WITH
A DEEP SENSE OF
RESPONSIBILITY.”

WE SUSTAINED A STRONG AND

A STABLE FINANCIAL POSITION
CONSISTENTLY THROUGHOUT THE
YEAR.

WORLD ECONOMY - DOWN-SIDE RISKS
PREVAIL

We continued to witness the world
economy moving away from the
protracted slump in growth. Yet, the
down-side risks remain significant and
challenging. The main geo-political
issues include sharp decline in crude
oil and other commodity prices; the
gradually tightening monetary policy
in the United States; the instabilities

in the global financial markets;

and the slowdown of the emerging

and developing market economies,
particularly China. These have led to
subdued and uneven economic activity
across all countries. Consequently,
the global economy grew, well below
its potential, at 3.1 percent, marginally
down compared to the previous year
as per the statistics published by the
International Monetary Fund, in its World
Economic Outlook, April 2016.

SRI LANKA - IMBALANCES IN MACRO
FUNDAMENTALS

In this volatile global economic backdrop,
the Sri Lankan economy had to reckon
with greater challenges to sustain its
growth momentum. The turbulence that
prevailed within the nation’s socio-
political landscape also did not give
much solace to relieve the pressures

on the economic front. Yet, standing
resilient with positive contributions from
all three key sectors, the economy in

the year 2015 recorded a growth of 4.8
percent, a shade below the rate of 4.9
percent recorded in 2014 (Annual Report
2015, Central Bank of Sri Lanka).

From a macroeconomic standpoint,

a policy corrective action was needed

to bring stability and balance to the
fundamentals. Accordingly, the monetary
policy saw a shift towards a more
tightening stance in the latter part of the
year to contain the inflationary impact of
private sector credit that was trending
upwards. While inflation during the

year was constrained below mid-single
digits, fiscal consolidation fell far short
of expectations. On the external sector
front, the weakening of the rupee against
the US dollar, higher trade deficit and
greater foreign outflows in the short-
term pressured the balance of payment
position and depleted the reserves.

NBFI SECTOR - ROBUST AND STABLE
The non-bank financial institution (NBFI)
sector was upbeat in the year 2015 and
continued to gain ground in the economy,
despite the negative macroeconomic
undertones including the exchange

rate depreciation, changes in duty and
excise taxes on motor vehicles and
monetary policy adjustments impacting
interest rates. The sector proactively
and positively managed the macro-
prudential fundamentals resulting in it
recording higher earnings and growing
the asset base by over 20 percent while
simultaneously improving asset quality
with the non performing ratio falling to
5.7 percent.

The regulatory framework continued
to remain supportive of the industry,
enabling a ‘level-playing-field” with
greater efficiency, transparency and
accountability for the NBFls to achieve
their growth aspirations in a sustainable
manner. We would like herein to place
our commendation to the regulators
for their progressive approach and
consistent efforts to bring in best
practices and discipline to the industry.

COMPANY’S RESPONSE - INTEGRATED
APPROACH

Steering through the rapidly changing,
complex and volatile business backdrop,
we had to bring in greater focus, energy
and vitality to our operating model, be
discerning in our strategy and follow
through with a steady action plan and
an effective monitoring process. During
the year, we resolutely advocated our
integrated line of thinking—to fortify our
operations from a triple perspective,
bringing together our business goals
with socio-environmental value creation.
We also continued to uphold our
commitment to good governance and
ensured that we were in compliance with
the relevant codes prescribed by our
regulators, whilst being disciplined in
our risk management in line with best
practices. These initiatives no doubt
helped to unleash our potential to grow
in all areas and record another year of
solid performance.

PEOPLE'S LEASING & FINANCE PLC
ANNUAL REPORT 2015/16
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CHAIRMAN’'S MESSAGE

FINANCIAL PERFORMANCE - SOLID
AND STABLE

With focused efforts to drive volumes

as our top line strategy, we witnessed a
steady flow of disbursements throughout
the reporting year, posting record levels
of Rs. 70.87 billion; up by 16.33 percent
against the preceding year. This together
with our ability to mobilise low cost
funds, enabled us to sustain our net
interest earnings. But, more importantly,
we remained conscientious in our
concerted efforts to manage the overall
quality of our portfolio. We were able to
curtail the non-performing ratio to 1.55
percent, which is well within our risk
tolerance levels and significantly below
the industry average. Consequently,

our impairment charges declined
substantially and we achieved an
impressive bottom line of Rs. 4.35 billion,
the highest ever recorded in our 20-year
corporate journey. The return on equity
was also noteworthy at 19.80 percent.

Our reputation from strength and
stability within the financial arena,
enabled us to execute cost-effective and
strategic funding options to support

our growth aspirations, resulting in

us maintaining a strong and a stable
financial position consistently throughout
the year. Our asset position remained
well matched to our liabilities whilst

we maintained sound liquidity levels.
Our core capital ratio stood at 19.55
percent—well above the limit prescribed
by our regulator, the Central Bank of
Sri Lanka, reflecting our strength and
stability.

Given this outstanding financial
performance, we are pleased to propose
a final dividend of Rs. 0.50 per share to
our most valued shareholders.

LOOKING FORWARD - EXCITING
OPPORTUNITIES

As we celebrate 20 years of our
existence, our organisation stands
poised at the helm of our industry as

a well respected corporate within the
business arena of this country. We
have come far, faced many cross-roads
and trials as we evolved and grew with
expertise combined with a deep sense
of responsibility. Looking forward, we
are fully cognisant of the adversities we

may have to face in the ensuing years,
but believe that we have what it takes to
stand against any headwind and continue
to grow and consolidate our leadership
position in the industry.

Given the optimistic predictions for

both the domestic and global economic
environment, we are confident that there
will be many excellent opportunities

to avail of. Our brand is strong and
underpinned by the financial prowess of
our parent, People’s Bank, collaborative
culture within our group network,
sustainability focus and dynamism of
our management, vibrancy of a young
and talented team deployed across the
organisation, and modern systems to
support and streamline our processes,
giving us the strength and capability

to identify and exploit the business
opportunities in the emerging landscape.
In this setting, we are confident that

we can make more in-roads to value
creation for our stakeholders, not only
within the nation, but also, to increase
our footprint by leveraging on the
potential prospects prevalent in South
and East Asia.

IN APPRECIATION

| have served this esteemed organisation
as the chair for just above a year. In

this short span, | am truly gratified and
inspired by the role played by all our
stakeholders in shaping our unique
value proposition and championing our
corporate goals. Their support this year
remained vital in achieving yet another
year of outstanding results.

My deepest gratitude is extended to my
colleagues at the Boards of People’s
Leasing & Finance PLC and the People’s
Bank, for their insightful guidance and
committed support to see through

the trials of our industry and take our
organisation from strength to strength.
It is with warm appreciation that | wish
to commend our Chief Executive Officer,
management and the team—their
dedication, work ethic and focused
efforts towards excellence are proven

by the positive progress and milestones
achieved in the year. | sincerely look
forward to their continued vitality

and teamwork which will essentially
underline our success in the ensuing

years. | place my sincere appreciation to
our shareholders, business partners and
all other valued stakeholders for their
conviction and the confidence place in
our corporate mission.

| wish to reiterate that we are well poised
and stand committed to deliver on our
corporate goals in a sustainable manner.
I am confident that this organisation will
continue to be at the vanguard of our
industry, well into the years ahead.

Hemasiri Fernando
Chairman
People's Leasing & Finance PLC

18th May 2016
Colombo
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OUR VALUE
PROPOSITION

“WILL GIVE YOU AN OVERALL UNDERSTANDING
OF HOW WE ARE STRUCTURED, OUR VALUE CREATION MODEL
AND HOW WE ENGAGE WITH OUR STAKEHOLDERS.”

Vision, Mission & Values
Sustainability Policy
Organisational Structure & Profile
Value Creation Model
Stakeholder Engagement
Materiality Assessment
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G4-56, 57, 58

MISSION

DEDICATED VALUE- ADDED

CUSTOMER SERVICE TO ACCOMPLISH
ORGANISATIONAL SERVICE EXCELLENCE
WHILST MAINTAINING A SUSTAINABLE
COMPETITIVE ADVANTAGE.

CORE VALUES

ECONOMIC VIABILITY,
ENVIRONMENTAL RESPONSIBILITY
AND SOCIAL ACCOUNTABILITY.

VISION

TO BECOME LEGENDARY IN
THE FINANCIAL- SERVICE
SCENE AS A PROVIDER OF
CUSTOMER- FRIENDLY,
CREATIVE AND INNOVATIVE
TOTAL SOLUTIONS.

GOAL

CONTINUE TO BE THE MOST
ADMIRED AND SOCIALLY
RESPONSIBLE FINANCE
COMPANY.

PEOPLE'S LEASING & FINANCE PLC
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CORPORATE PHILOSOPHY

CUSTOMERS
Provide a courteous, efficient and speedy service - and to meet the
requirement of each and every customer.

TEAM SPIRIT

Create an environment that motivates our team to grow with us
and develop individual goals - one which facilitates a high level
of integrity and professionalism, and enhances productivity to
maximise profitability.

OTHER STAKEHOLDERS
Improve shareholder value and meet the diverse needs of other
stakeholders.

ENVIRONMENT & SOCIETY

Contribute social dividends towards the sustainable development
of the environment and society.

ORGANISATIONAL EXCELLENCE

Be the premier finance company in Sri Lanka.

BUSINESS STRATEGY

WE STRIVE TO DELIVER SUSTAINABLE
GROWTH AND SUPERIOR FINANCIAL
PERFORMANCE OVER THE LONG TERM,
WHILST BEING EFFICIENT, MAKING THE
MOST OF OUR RESOURCES AND INVESTING
IN NEW GROWTH.

PEOPLE'S LEASING & FINANCE PLC
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SUSTAINABILITY POLICY

growth among all stakeholders.

how we work with them.

We respect the law
and engage in fair

and ethical business
practices and
collaborate with our
suppliers to conduct
business with integrity.

We provide our staff with
strategic direction, respond

to their needs and remain an
employer of choice that provides
a safe, positive and inspiring
work environment .

We provide current and
future shareholders
with relevant and timely
information while
ensuring sustainable
returns for them.

We understand
customer aspirations
and provide appropriate
advice and value added
one stop financial
solutions and ensure
that we provide friendly
and high quality service
they deserve.

PEOPLE'S LEASING & FINANCE PLC
ANNUAL REPORT 2015/16

At PLC, we pledge towards building a sustainable framework that will meet the needs of the present
without compromising the future; where growth is holistic and will permeate shared value positively to our
stakeholders; where we continue to create an environment that will develop, sustain and spur sustained

CREATING SHARED VALUE FOR OUR STAKEHOLDERS

Our growth strategy is based on creating value for our stakeholders. Our shared values determine the way in
which we interpret and respond to business opportunities and challenges, and establish expectations about

We are committed to
actively manage our
environmental footprint
and contribute to
combat climate change
through sustainable
partnerships.

We contribute our
resources and skills to
help create sustainable
communities engaging
them and fostering
partnerships.
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CORPORATE STEWARDSHIP FINANCIAL INFORMATION SUPPLEMENTARY INFORMATION

ORGANISATIONAL STRUCTURE & PROFILE

G4-3,9,16
A
ACHIEVEMENTS . . \ CORPORATE MEMBERSHIPS
» Included in S&P SL 20 index since . L .
Leasing Association of Sri Lanka
December 2014

Asian Leasing and Finance Association N
The Finance House Association of Sri Lanka
The Finance Ombudsman Sri Lanka

Credit Information Bureau of Sri Lanka

The Association of Margin Providers

The Sri Lanka Institute of Directors

Asian Financial Services Association §
Sri Lanka Business for Biodiversity Platform -
Patron Member

> Market leader of the leasing sector
for 14 consecutive years

> One of the top ten best corporate
citizens in the country

» One of the top 25 listed companies

in the year

YVVYVYVYVYVYVYYVYY

CSR Sri Lanka Ltd.

S

SCALE OF OPERATIONS -
2015/16

Asset base - Rs. 124.34 Bn
Income - Rs. 19.19 Bn

Disbursement - Rs. 70.87 Bn BRANCH NETWORK
Net profit after tax - Rs. 435Bn 92 branches & 110
window offices
-
ﬁREDIT RATINGS i
Local SR
‘AA- [lka)’ Fitch Ratings Lanka LEGAL FRAMEWORK
] Companies Act No. 7 of 2007,
International Finance Business Act No. 42 of 2011,
‘B’ Fitch Ratings International Finance Leasing Act No. 56 of 2000
‘B+/B” Standard & Poors j

f \ INCORPORATED
SECTOR 1995 as a Private Limited
Non-Bank Financial Liability Company
Institution [ L

CSE LISTED COMPANY NAME
2011 and became a People's Leasing & Finance PLC
public quoted limited ~ § &

liability company

“The PLC group has now become a leading financial
conglomerate in Sri Lanka with five established subsidiaries
and an associate Company under its name”

PEOPLE'S LEASING & FINANCE PLC
ANNUAL REPORT 2015/16
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) |
=\ Our Group Structure | =
§ People’s Bank %
% Products Products §
Leases Margin Trading g
People’s Leasing &
Finance PLC
Loans Factoring
Deposits Islamic Finance E
Subsidiaries
Ty sy
People’s Insurance PLC —_— Non-life Insurance E
People’s Microfinance Ltd 5 >—<> Microfinance E
o
5
af Vehicle Fleet, TH
G People’s Leasing Fleet Vehicle Hiring, a
E Management Ltd ; Vehicle Sales and [
2 Valuation %
o 0
3
People’s Leasing Property Property Development
Development Ltd ; Projects for PLC & PB
People’s Leasing Havelock Construction of Office
Properties Ltd g ; Complex E

Associate ﬂ
. Leases, Margin Trading
People’s Merchant ’ ,
6—" e&;zp;nl:zceegtcan ’—~; Deposits, Real Estate,
Pawning
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VALUE CREATION MODEL

D

™ “OUR APPROACH TO
<) VALUE CREATION

IS ETHICAL AND
RESPONSIBLE. OUR
FOCUS IS BEYOND
SHORT-TERM GAINS.
WHAT WE ARE TRULY
LOOKING AT IS TO
CREATE A VIABLE
BUSINESS THAT
COULD GIVE BACK TO
THE SOCIETY. OUR
STRATEGIC APPROACH
COMBINES ECONOMIC
VALUE CREATION
WITH SOCIETAL AND
ENVIRONMENTAL
GOALS.”

D. P. Kumarage
Chief Executive Officer/General Manager
People’s Leasing & Finance PLC

A HOLISTIC APPROACH TO VALUE
CREATION

A comprehensive value creation story

is set forth for our valued stakeholders
to understand and appreciate our
holistic approach to value. The report is
arranged according to the value creation
components, seeking to improve the
connectivity of information and facilitate
the reader’s understanding.

The model presents two concepts

of value: value creation within the
organisation and value sharing amongst
our principal stakeholders.

VISION & MISSION

The Company’s vision and mission
guide the entire value creation and
sharing process. Our value statement
encompassing economic viability,
environmental responsibility and social
accountability acts as the boundary

to the process. Governance and risk
elements are interlinked with the value
statement to uphold transparency and to
ensure effective risk management of the
process.

CAPITALS (INPUTS)

As is the case with each process, value
is created through inputs called capitals.
As a financial services provider, financial
capital plays a focal role in the value
creation process. Besides, the Company
recognises and gives due precedence

to human capital, community capital,
relationship capital, intellectual capital
and natural capital as the other key
capitals essentially underlining our value
creation process.

PROCESS

The Company's strategy seeks to
transform each capital into a unique
value through an interconnected
strategic process. The process directs
the Company’s sub processes to get the
expected value.

OUTPUT, OUTCOME & IMPACT

Value reflects through three levels of
components—outputs, outcomes and
impacts. Products and services stand
as the first level of value creation.

The second and third levels represent
value sharing modes with our key
stakeholders. Outcomes reflect internal
and external consequences of the
organisation output to the stakeholders.
The final level, impacts, describes
broader consequences of outputs

and outcomes to the entire society. A
specialised management approach to
each and every capital improves the
overall output, outcomes and impacts of
the Company in an effective and efficient
manner.

EXTERNAL ENVIRONMENT

The statutory and regulatory framework
essentially sets the operational backdrop
for value creation. The process is
exposed and has to take into account the
risks and opportunities present within
the external environment.

OUTLOOK

Our value creation process is not static.
It accompanies regular reviews of each
component and its interaction with other
components. This supports us to revisit,
revise and refine our value creation
model.

Our value creation and sharing process
take the readers through an interactive
experience throughout this integrated
annual report.

PEOPLE'S LEASING & FINANCE PLC
ANNUAL REPORT 2015/16
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VALUE CREATION MODEL

€

VISION

VALUES GOVERNANACE

INPUT ) 2 PROCESS ) 2

WHAT ARE OUR CAPITALS WHAT IS THE PROCESS

FINANCIAL CAPITAL

> Sustainable Growth

> Financial Discipline f=
& Stability

> Right
Recruitment

> Training &
Development

> Best HR Practices

> Highest ratings
> Strengthen brand

PRODUCTS

- HUMAN CAPITAL

M O,

> Performance
monitoring

> Advocating best
practices

STRATEGY

> Advocating
environmental
friendly practices
towards carbon

neutrality
Qg

\
@J
4
®ﬁ l
NATURAL CAPITAL > Investment
in appropriate

technology
> Brand Image

- SOCIAL CAPITAL

FACTORING+

......... SLAMIC
r‘nmce

ISLAMIC PRODUCTSH

a (I > Product inclusivity
> Quality service
> Responsible practices

> Marketing &
communication

BY PRODUCTS

;INTELLECTUAL CAPITAL§

|
EXTERNAL ENVIRONMENT Ig -Z_

I\Inlli

PEOPLE'S LEASING & FINANCE PLC
ANNUAL REPORT 2015/16
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>

MISSION

RISK MANAGEMENT

OUTPUT

WHAT IS THE OUTCOME WHAT IS OUR IMPACT

. > STABILITY+
INVESTOR > LEVERAGE PROFITABILITY+ /ﬁ > INDUSTRY GROWTH+
> COMPETITIVE RETURNS+
N
M
> EMPLOYEE LOYALTY+
>
EMPLOYEE R > PRODUCTIVITY & RETENTION+

INCREASED RECOGNITION+

INCREASED WELLBEING+

v

BETTER PAY + @ @
CAREER DEVELOPMENT+ % Mz

rar

> PRODUCT INCLUSIVITY+ O > CUSTOMER LOYALTY+
CUSTOMER > CUSTOMER SATISFACTION+ 2 > BRAND ENHANCEMENT+
> PRODUCT RESPONSIBILITY+ @ @ > INDUSTRY LEADERSHIP+
[ AW AA \_/
Iyl
‘ U
M
> FAIR PRICING+ > SUPPLIER LOYALTY & v
> ETHICAL BUSINESS+
LONG STANDING
SUPPLIER » LOCAL SOURCING+ PREFERENTIAL *
> SUPPLIER ASSESSMENT+ ’
RELATIONSHIP+ «
o
M o
=
\ 3
> COMPLIANCE WITH RULES AND > INFRASTRUCTURE
GOVERNMENT REGULATIONS+ DEVELOPMENT
> TIMELY TAX PAYMENTS+ > COMMUNITY INVESTMENT [

[

O O € > COMMUNITY SUPPORT
> COMMUNITY WELLBEING+ QD(?%D > RECOGNITION AS A
COMMUNITY > SUSTAINABLE COMMUNITIES+ RESPONSIBLE CORPORATE
> EMPLOYEE VOLUNTEERISM+ f % > INCREASED CONTRIBUTION
on TO COUNTRY GROWTH
M
> EMISSION -
> REDUCING CARBON
NATURE S ERORESTATION FOOTPRINT+

ENVIRONMENTAL FRIENDLY
PRACTICES+

IMPROVED ENVIRONMENTAL
PROTECTION+

IMPROVED AWARENESS

ON PREVENTION OF
ENVIRONMENTAL POLLUTION

, > 5: EXTERNAL ENVIRONMENT !_ -Z_

PEOPLE'S LEASING & FINANCE PLC
ANNUAL REPORT 2015/16
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STAKEHOLDER ENGAGEMENT

A stakeholder is an individual or group
affected by our business operations or
who, in turn, may affect the environment
in which we operate. This includes not
only those individuals and groups with
whom we have a direct relationship,

but also those stakeholders along our
economic value chain who are affected by
our business decisions or who may also,
through their decisions and activities,
affect our operating environment.

Our prioritised stakeholders fall into
following categories:

» Customers - individual and corporate
clients

> Employees - full-time employees

> Business partners - banks, financial
advisors, brokers, agents, other
financial intermediaries, and
suppliers of goods and services

> Investors - Parent, retail
shareholders, institutional investors,
bondholders and financial analysts
and ratings agencies

» Community and environment -
governmental/non-governmental/
community based/environment
related organisations/institutions,
charities, regulators, and
international bodies and associations

We are committed to engage with our
stakeholders to foster meaningful
relationships that deliver mutual benefits
and respond appropriately to concerns
that our stakeholders may have, or
feedback they offer.

STAKEHOLDER ENGAGEMENT
FRAMEWORK

The year-round engagement with
stakeholders is decentralised.
Through regular surveys, telephone
conversations, meetings, seminars
and conferences, each business unit
is required to report regularly on its
stakeholder engagement. Ensuing
sections provide an overview of how
our main stakeholders are engaged,
frequency of engagement and key
concerns that were raised through our
engagement.

| Stakeholder Segment & Report Content

| Stakeholder Segment Engaged

|Key Sections in Response

‘Customers Relationship Capital (Customer]
\Employees Human Capital

| Suppliers Relationship Capital (Supplier)
\Investors Relationship Capital (Investor)

| Community Social Capital (Community)

| Environment

|Natural Capital ([Environmental Sustainability)

SE Table - 1

In July 2014, PLC initiated an independent stakeholder survey. This survey helped to
assess the effectiveness of our corporate reporting. It also helped to determine the most
‘material issues'—those issues we believe will shape the Company in the years ahead.
Together with the GRI based aspects, these issues were considered to form the basis of
PLC’s annual report, and findings of the survey were used in our strategic planning.

As at 31st March 2015, the first two phases were completed. Stakeholders identified
and prioritised during these phases, included parent company, shareholders,
customers, employees, business partners, investment managers, representatives
of government institutions, regulators and community representatives. The three-
phased approach adopted for this exercise was as follows:

| Three - Phased Approach to Stakeholder Engagement

|Phase  |Actions |Outcome

Phase 1 |Audit based on information already submitted, Understand internal
validated through in-depth interviews with performance
internal stakeholders of the Company.

Phase 2 |Understand sustainability impacts, risks, and Understand external
opportunities through stakeholder engagement. |perspectives

Phase 3 |Implement sustainability initiatives based on Integrated plan
outcomes of audit and stakeholder engagement.

SE Table - 2

STAKEHOLDER RESPONSIVENESS
After the completion of the stakeholder
engagement process, the findings of the
first two phases are amalgamated to
develop a holistic and integrated plan for
PLC. Feedback from stakeholders, both
internal and external, therefore, served
as the basis for this plan; addressing
stakeholder needs is now an integral
part of PLC’s business strategy.

The integrated plan based on the views
of the Company’'s most important
stakeholders, is broken down into two
parts, actions which will improve the
systems and processes of the Company,
and other areas that are material to key
stakeholders.

Based on the findings, improvements
are being made in the systems and
processes of the Company. Areas to
be reported based on aspects that
have been deemed material to key
stakeholders were also identified.

Feedback from stakeholders has
contributed to shape and validate our
strategy towards sustainable growth.

It helped us to understand their
requirements, and the impact we have
on their lives/business. It also helped
us make better decisions, identify risks
and opportunities, improve our products
and services and structure our business
operations to meet stakeholder needs.

Based on the key deliverables, corporate
and departmental objectives are being
re-visited and tailored to effectively meet
stakeholder expectations. Through our
management information system, a key
performance indicator based format

is being developed as a monitoring
mechanism—nholistic and responsive—
seeking to deliver shareholder

returns whilst responding to all other
stakeholders’ needs.

PEOPLE'S LEASING & FINANCE PLC
ANNUAL REPORT 2015/16
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MATERIALITY ASSESSMENT

G4-18, 19, 27

PLC through its materiality assessment process identifies the issues that matter most to business and its stakeholders both
internal and external. With the feedback generated, environmental, social and governance issues of concern are identified. The
findings are also used to determine risks and opportunities for PLC.

Identify & Assess

Prioritise

Respond, Monitor & Assess

Following are considered against a matrix
of stakeholder influence and the potential
impact on PLC when identifying issues
material to PLC.

» Feedback of stakeholders

» Independent employee and customer
satisfaction research

» External environment for trends

» Opportunities and threats that could

impact growth.

Identified matters are considered within
the context of:

» Vision, Mission & Values

» Operating environment including
global, regional and local challenges
and priorities

» Strategy and business model

» Risk and capital management

Specific programmes are identified

to respond to stakeholder feedback.
These, along with KPIs measure the
progress. The progress is monitored by
the sustainability governance steering
committee and the Board on a quarterly
basis.

In 2015/16, PLC was able to produce its materiality analysis featuring a broader sample of stakeholders and a value chain analysis,
as a part of our independent stakeholder engagement carried out. Accordingly, material issues have been prioritised as follows.
These results reflect the most material issues for PLC and basis of reporting. They are placed on a materiality matrix as per the GRI
Guidelines, that displays their position relative to the degree of stakeholder concern and potential business impact.

Materiality Matrix

s
A 11. Products & services (green) 1. Economic performance 35. Local communities 7
36. Anti-corruption g
19. Occupational H &S 17. Employment (salary & 38. Anti-competitive behavior ¥
30. Security practices benefits) 39. Compliance tl
| | 34.Human rights grievance mechanism 20. Training and education 43. Product and service labeling
-:%’ 21. Diversity & equal 44, Marketing communications ¢
opportunity 45. Customer privacy .
22. Equal pay for women & 46. Compliance (P & S)
men
- 24. Labour practices grievance ;
@ mechanism [
e 26. Non-discrimination
S /
g 3. Indirect economic impact ’
2 4. Procurement practices ]
é 18. Labour management relations
& /
E 1
i
3 | | 23.Supplier assessment for labour practices ¢
< | | 33.Supplier human rights assessment ;
#
g
14
Moderate High
=
Impact on PLC

PEOPLE'S LEASING & FINANCE PLC
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MATERIALITY ASSESSMENT

Changes during 2015/16 are highlighted in the following table with priority levels. Justification for low priority status is presented in
the GRI Index itself. Please refer pages 339 to 347.

G4-20, 21, 23

| Changes to Materiality - 2015/16

Material Aspect Relevant 2014/15 2015/16 Trajectory
Stakeholder Materiality of Aspect | Materiality of Aspect
(H/M/L) (H/M/L)
2. Market presence Employee/ M L v
Community
‘ 3. Indirect economic impact Community H ‘
‘ 10. Waste Environment A ‘
14. Overall Environment/ H M v
Community
‘ 15. Supplier environment assessment Supplier M L v ‘
16. Environment grievance mechanism Environment/ M L v
Community
‘ 25. Investment ‘ Investor ‘ M ‘ L ‘ v ‘
| 28. Child labour | Community | H | L | v |
‘ 29. Forced and compulsory labour ‘ Employee ‘ H ‘ L ‘ v ‘
‘ 37. Public policy ‘ Community ‘ M ‘ L ‘ A\ ‘
40. Supplier assessment for impact on Supplier M L v
society
‘ 42. Customer health & safety ‘ Customer ‘ M ‘ L ‘ v ‘
MA Table - 1

SUSTAINABILITY CONTEXT
The materiality matrix depicts matters material for PLC within the context of PLC's strategic framework. Stakeholder concerns
(both positive and negative) were considered to update the material issues. Identifying these material issues helps us in our longer-
term strategic direction as a company. It helps us manage risks and opportunities and it helps us understand relations between
ourselves and our stakeholders. Most importantly the materiality analysis sets sustainability context to report under Management
Analysis and the each capital section.

MANAGING MATTERS WHICH ARE MATERIAL FOR CREATING SHARED VALUE
To reinforce the importance of living our values every day, the performance of our business and employees are evaluated against a
set of KPls. By measuring performance indicators periodically and, where necessary, making adjustments based on the measured
values, PLC try to achieve our strategic objectives and hence creating value for its stakeholders.

PEOPLE'S LEASING & FINANCE PLC
ANNUAL REPORT 2015/16



STRATEGY

“PROVIDES YOU WITH A SUMMARY OF THE CHANGING LANDSCAPE WE
OPERATE IN, HOW IT IMPACTS OUR STRATEGY AND OUR APPROACH TO
RUNNING A SUSTAINABLE BUSINESS. THIS SECTION ALSO PROVIDES A
REVIEW OF ACTUAL PERFORMANCE AGAINST OUR GOALS.”

Business Environment
Operational Strategy

PEOPLE'S LEASING & FINANCE PLC
ANNUAL REPORT 2015/16
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BUSINESS ENVIRONMENT

At PLC, strategies are determined considering the several vagaries occurred in our business environment. This business
environment contains both internal factors which we can influence on as well as external factors beyond our control. This section
herein describes our strategy in response to economic conditions, risks and uncertainties that we are exposed.

Synopsis - Economic
Review - 2015

i
TN

Global Economy

A A A A A A A A S A S A S A A A A A S A S A I A S AT A A A A A A AT A A A A A A A S A A A A A A A A i i

|

World Economy Advanced Economies Emergllzr::gn&;i?;/:loplng
Output Growth 2014: 3.4% 2014: 1.8% Economies
. 0, . 0, . .
2015: 3.1% 2015: 1.9% 2015, 4.0%

» The geopolitical tension, gradual tightening of monetary policy by the Federal Reserve in the United States, declining
trends in oil prices and other raw materials, and the widespread uncertainty that prevailed in the global financial
markets broadly impacted the world economic performance.

»  World output remained modest and uneven across economies, with the growth lower than last year and below
potential.

» Advanced nations led by the United States and the United Kingdom demonstrated greater levels of consumer and
investor confidence and posted stronger results. The Euro area rebounded whilst Japan modestly moved away from
zero growth levels witnessed in the previous year.

» The emerging and developing economies led by China, posted lower growth levels, although still robust compared to
the advanced nations.

Sri Lankan Economy
A A A T T T ST EEEEEEEEEEFEEEEEEEEEEEEEE TS TS TET ST T T FTTEETETEET T E T DET T T T TETTE T EETE TSI

|

GDP & Sectoral GDP Growﬂth Agricultu:e Industryﬂ ServicesD
o — 2014: 4.9% 2014: 4.9% 2014: 3.5% 2014:5.2%
2015: 4.8% 2015:5.5% 2015:3.0% 2015:5.3%

Implications on PLC

> Lower level of economic activity ignited negative
sentiments and lowered confidence of the overall
> Services sector growth was backed by the growth in corporate and SME sectors, in turn, impacting the
financial services, real estate, transport, whole-sale : PLC's potential growth.
and retail trade; whilst the construction sector slowed » Servicing capacity of some of the customers in a
down marginally. H volatile economic backdrop is impacted, and which
> Industry sector grew at a slower pace than 2014. may have compromised the quality of our portfolio.
The manufacturing sub-sector registered a growth
whilst construction, mining and quarrying sub sector
registered a contraction.
> Agriculture sector posted a higher growth over 2014,
given a significant increase in paddy production
in both Maha and Yala seasons. Tea and rubber
registered a contraction in production levels.

> Real GDP growth of 4.8 percent corresponded to a
decline of 0.1 percentage points over 2014.

PEOPLE'S LEASING & FINANCE PLC
ANNUAL REPORT 2015/16
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CCPI (Annual Average)
Inflation 2014: 3.3%
2015: 0.9%

AN

CCPI (YOY)
2014:2.1%
2015: 2.8%

NCPI (YOY)
2014: n/a
2015: 4.2%

Note: Colombo Consumer Price Index (CCPI] (2006/07=100)
National Consumer Price Index (NCPI) (2013=100)

> The decline in global commodity prices, downward
price revisions in key consumer goods and services,
better supply-side conditions and lower inflation
expectations supported inflation to be sustained below
the mid-single digit levels.

» The accommodative monetary policy that prevailed in
the year, supported inflation to be contained at lower
levels. However, with the pick-up of credit together
with the increase in salaries and wages, particularly,
within the public sector, led to demand pressures on
inflationary trends in the latter part of the year.

Implications on PLC

> The demand-led inflation trending upwards
underlined the gradual tightening of the monetary
policy by the end of the year together with other

macro-prudential measures such as the loan to value
ratio. This hindered the potential demand for facilities
and impacted our topline growth to record below the
targeted level.

External
Environment

Balance of Payment
2014: US$ 1,369 Mn
2015: US$ (1,489) Mn

External Official Reserves
(Months of Imports)
2014:5.1
2015: 4.6

Exchange Rate
(RS/US$)
2014:131.05
2015: 144.06

> The slow-down of the country’s key export markets

Implications on PLC

> The loan to value directive and tightening monetary

dampened the export sector earnings, whilst the
import bill increased, primarily on account of higher
motor vehicle imports. However, lower crude oil
prices supported the import bill to be curtailed below
the previous year. The trade deficit widened by 1.7
percent, year-on-year.

> The lower net foreign exchange inflows to the current
account and financial account resulted in the balance
of payment position deteriorate to a deficit compared
to the surplus recorded in 2014.

> The gross official reserve position deteriorated to 4.6
months of imports.

> With greater flexibility given in determining
the exchange rate on market forces, the rupee
depreciated by almost 10 percent against the US
dollar since September 2015.

policy which were introduced to control the pressures
on the balance of payment position had a direct
impact on growing our portfolio as targeted which is
typically skewed towards motor vehicles leasing and
loan facilities.

PEOPLE'S LEASING & FINANCE PLC
ANNUAL REPORT 2015/16
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\4

MD&A

BUSINESS ENVIRONMENT

Fiscal
Management

Revenue & Grants
(% of GDP)
2014:11.5%
2015:13.1%

Expenditure & Net
Lending (% of GDP)
2014:17.2%
2015: 20.5%

Budget Deficit
(% of GDP)

2014: (5.7%)

2015: (7.4%)

Implications on PLC

» The fiscal consolidation sharply fell short of expectations given the » The inflationary impact spurred by public

expenditure overruns.

» The budget deficit widened way above the targeted and compared to the

deficit recorded in 2014.

» Revenue as a percentage of GDP was below the targeted, but registered
an improvement over 2014 supported by one-off taxes, income tax and

excise and import duties.

» Recurrent expenditure as a percentage of GDP registered a sharp
increase on account of higher salaries, interest payments, current
transfers and subsidies. Capital expenditure and net lending as a
percentage of GDP also recorded an increase compared to the prior year.

» The deficit was largely financed through domestic sources reaching to
44.3 percent of GDP. This, included a significant portion from the non-
bank sector. The foreign financing component also remained significant

at 31.7 percent of GDP.

expenditure underlined the need for monetary
policy adjustments, bringing down the level

of confidence within the business arena,
impacting the demand for new facilities.

The one-off super gain tax on 2013/14 financial
year profits was effected this reporting year;
which was adjusted against our retained
earnings reflected in the balance sheet.

Excise tax imposed on motor vehicles reflected
negatively on PLC’s leasing operations,
bringing down the potential disbursements
and targeted earnings.

Monetary Policy &
Interest Rates

Private Sector Credit
Growth (YOY)
2014: 8.8%
2015: 25.1%

Average Weighted
Deposit Rate
2014: 6.20%
2015: 6.20%

Average Weighted
Prime Lending Rate
2014: 6.26%
2015: 7.53 %

\ Key Monetary Policy Measures - 2015 - 2016 \
\ Date

| 15th April 2015

3rd September 2015

\ Policy Measure \
Reduced by 50 basis points; SDFR - 6.0% and SLFR - 7.5%.

Commenced the flexible exchange rate policy enabling market forces to
determine the rate.

\ Indicator
SDFR & SLFR

Exchange Rate

‘ 30th December 2015 | SRR Increased by 1.50 percentage points to 7.5% effective from 16-January 2016.
‘ 19th February 2016 SDFR & SLFR Increased by 50 basis points; SDFR - 6.5% and SLFR - 8.0%.

Note: Standing Deposit Facility Rate (SDFRJ/ Standing Lending Facility Rate(SLFRJ/ Standard Reserve Requirement (SRR)/
Standing Deposit Facility (SDF]

Implications on PLC

» Complemented by lower inflation, the accommodative monetary policy » The lower interest rate regime that
continued in the year with the policy rates adjusted downward in April prevailed in the year curtailed PLC's
2015. This supported to sustain a lower interest rate environment broadly : interest income.
throughout the year, which was conducive for credit growth. i » The macro-prudential directives on

> The private sector credit grew at a higher pace compared to the previous year. i motor vehicle imports impacted our

> The excessive liquidity witnessed in the market tapered towards the latter leasing and loan portfolio, hindering the
part of the year, but broadly remained at high levels. potential growth in new facilities and

»  With the increase in private credit igniting demand pressures on inflation, the disbursements.
gradual tightening of monetary policy commenced from end 2015. This included
an upward revision of the SRR on rupee deposits and of the policy rates.

» Macro-prudential measures such as the minimum cash margin of 100
percent on letter of credit and loan to value ratio of 70 percent were imposed
targeting specifically to curtain imports on motor vehicles and ease the
external pressures.

PEOPLE'S LEASING & FINANCE PLC
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NBFI

Key Indicators

Non-Bank Financial Institution (NBFI) Sector

A A A A A A A A A A S A S A A A A A A S A S A S A S AT A A AT A A A AT A S A A A A A A S A A A A A A A i

]

\

Asset Base Growth
2014: 19.0%
2015: 22.3%

Net Interest Margin
2014:8.0%
2015:8.7%

Gross NPA Ratio
2014: 6.9%
2015:5.7%

Capital Adequacy Ratio
2014:13.5%
2015: 11.2%

Return on Equity
2014: 14.0%
2015:12.3%

Return on Assets
2014:3.1%
2015: 3.0%

> Accounting for 7.0 percent of the total assets of the financial sector, NBFI comprised 46 Licensed Finance Companies
(LFC) and 07 Specialised Leasing Companies (SLC).

> The sector assets grew at a higher pace of 22.3 percent over the previous year to Rs. 997 billion.

> Primarily spurred by the demand for motor vehicle facilities, the loans and advances portfolio including finance leases
registered a significant growth of 31.8 percent compared to the previous year to Rs. 796.0 billion.

> Given the bearish capital market trends, the sector investment portfolio decelerated by 9.2 percent to Rs.100 billion.

> As the main source of funding accounting for 48.2 percent, deposits posted a growth of 16.1 percent to Rs. 481 billion

compared to 2014.

The borrowings recorded a strong growth of 44.8 percent over the previous year to Rs. 314 billion.

The quality of the credit portfolio was managed with the non performing accommodations ratio reflecting a noteworthy
improvement to 5.7 percent.

Following the credit expansion, net interest income of the sector grew by 32.4 percent over 2014 to Rs. 82.2 billion whilst
the profit after tax grew by a moderate 2.7 percent to Rs. 15.2 billion.

Sector capital adequacy position was stable and sound and the ratio was above the minimum prescribed.

PEOPLE'S LEASING & FINANCE PLC
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OPERATIONAL STRATEGY

G4-2

‘ Risks & Uncertainties ‘ ‘ Opportunities

» Uncertainty within the political and » Emerging economy
socio-economic environment » Advocacy for best practices
» Competitive business landscape » Technology advancements
> Trained staff turnover > Recognition for social
> Funding - cost & maturity responsibility
mismatches » Rural development
» Changing regulatory landscape > Potential in emerging Asia

In today’'s dynamic business landscape, our organisation is well placed with immense
potential to reach out to higher growth and move towards greater prosperity. Yet, we
are well aware of the risks and uncertainties that loom which may hinder us from

the desired and potential results, and even, undermine the sustainability of our
operations, in the long-term. As a pragmatic and astute corporate, we have always
looked to be ‘hands-on’ in our strategy and be responsive in actions to navigate
through the risks; whilst seeking to avail the myriad of opportunities present

within our operating backdrop. It is in this light that we have set out our three-year
Strategic Business Plan, 2015-2018, giving precedence to three key strategies to be
operationally successful and accomplish our business objectives.

2

< AN

PLC Strategies

Product-Market

Competitive Strategy Strategy

Growth Strategy

» Superior service quality » Product development » Organic growth
» Knowlege on the SME » Product penetration
» Parent support, brand » Market development
strength & image » Market diversification
COMPETITIVE STRATEGY

Differentiating our business from the competition in an overcrowded market is given
top priority within our business plan. Our focus is on extending a high quality service—
underscored by the expertise we have nurtured over a 20-year corporate journey,
along-side our versatile product offer, vast distribution network and streamlined
systems and processes that are in place across the organisation. We also have to our
credit and seek to brace on the knowledge, the expertise gained and the relationships
we have built overtime within the emerging small and medium enterprises

(SME) sector. This is one of our key points of differentiation. Our focus is also on
strengthening our ties with our parent company, People’s Bank, which no doubt, gives
us a solid competitive edge. Building up on our brand positioning and bolting on our
corporate image within the industry—well recognised as a responsible and ethical
business—further complement this strategy, enabling us to stand well apart from our
competition.

PRODUCT-MARKET STRATEGY

Under this strategy, our aim is to further
penetrate the existing markets and gain
market share on our core product—
leases and loans. To this end, we stand
committed to build strong relationships
with our existing customers, boost
their repeat patronage and retain the
account within the business, amidst
the competition. Relationship based
marketing efforts therefore take up

a significant part of our strategic
approach.

Apart from the existing market base,

we also aim to expand and develop new
markets, particularly, in untapped, but
strategic locations through setting up
fully-fledge branches. Adhering to the
new regulations issued by the Central
Bank of Sri Lanka we will not be opening
window offices hereafter and thus will
utilise the customer touch points in
central public places.

In terms of the product, we remain
steadfast towards product development
through value addition, tailored to

meet customer needs and in line with
the latest market trends. Product
diversification is likewise prioritised
with due investments on designing
new products targeting new market
segments. Necessary investments are
made to build up the competencies
required for the successful
implementation of this strategy. Our
venture into margin trading and factoring
are underscored by this strategic
direction.

GROWTH STRATEGY

Our business plan advocates an
organic growth approach. We have
sufficient internal resources to develop
infrastructure and bring in innovation to
strengthen our business, further expand
and deliver on our growth plans. Our
effective management approach along
with good governance and ethical and
socially responsible business practices
complements our growth strategy and
paves the way for sustainability in the
long-term.

PEOPLE'S LEASING & FINANCE PLC
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‘ PRINCIPAL RISKS & STRATEGIC RESPONSE 2015/16 ‘

Key Risk \

Uncertainty within the political and socio-economic environment

» Changes in the monetary policy standpoint along with the imposition of the loan-to-value ratio impact the planned interest
income, expenses and the capital base.
» Changes on corporate taxation including the one-off super gain tax, and the higher duty structure on motor vehicles
compromise profitability, retained earnings and returns.
» The downgrading of the Sovereign by international rating agencies challenge the organisation’s credit stability.
Strategic Focus Key Actions
Be responsive and focused in strategy > Revisited the strategies in the light of the current macroeconomic trends and
formulation and be consistent in formulated a three-year ‘Strategic Business Plan '2015-2018".
the implementation of action plans > Adjusted the lending rates in line with the policy rate movements and market
underscored by sound operational and risk liquidity scenarios.
management practices. » Focused efforts to ensure credit evaluation controls, recoveries and consistent
monitoring to minimise the non-performing portfolio.
> Introduced new loan products to capture the market in the light of challenging
regulations.
> Maintained risk exposure within prudent and prescribed levels with adequate
checks and balances.
Key Risk

Competitive Business Landscape

> Inan overcrowded industry, both banking and non-banking institutions compete to offer similar or substitute products and
services, thereby, eroding the market share and margins.
Strategic Focus Key Actions
Offer best quality service to customers, » Sustained market positioning as the leader in the specialised leasing sector
strengthen group synergies, branding and and as the largest institution within the non-bank financial institution sector.
carry out strategic marketing promotions. » Upheld the brand promise as a trusted and responsible financial services
institution.
» Reinforced the collaborative ties with the parent company, and with the sister
companies within the PLC group.
> Closely engaged with customers at networking events and rewarded their
loyalty.
» Evaluated and deliberated stakeholder engagement survey results to offer a
more customised product and service in line with their expectations.
» Re-launched ‘Fast-Track’ loan product with enhanced features and ventured
into clean loans and factoring for product diversification.
Key Risk

Trained Staff Turnover

> Intense competition in the industry leads to a higher turnover of trained and skilled staff.
Strategic Focus Key Actions ‘
Uphold best and current HR policies » Empowered employees with due recognition and rewards for performance,
and practices to retain staff within the based on a structured evaluation scheme.
organisation. » Focused training to enhance employee skills and develop their careers.
» Proactive measures taken to ensure employee wellbeing.
» Adjusted Remuneration packages based on the survey conducted by

outsourced external party.

PEOPLE'S LEASING & FINANCE PLC
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‘ PRINCIPAL RISKS & STRATEGIC RESPONSE 2015/16 ‘

‘ Key Risk ‘

Funding Cost & Maturity Mismatches

> Lower levels of liquidity in the market at the latter part of the year resulted in higher cost of funds with implications on
product pricing and competitiveness.

» Downgrading of the Sovereign credit rating undermines the organisation’s credit rating and in turn, the power of negotiating
for foreign currency denominated funds.

» Mismatches in assets and liabilities may arise due to the lack of long term funds to finance long term lending.

Strategic Focus Key Actions

Ensure responsiveness in treasury » Leveraged on the financial prowess, brand strength, good reputation, backing

management in line with the monetary from People’s Bank and the strength of the group to negotiate best terms with

policy trends—diversify funding sources to the funding agencies.

reduce cost of funds and balance maturity | » Sustained the preferred status amongst the funding agencies to source low

mismatches between assets and liabilities. cost funds, despite the downgraded international ratings on par with the
Sovereign.

» Backed by sound credit ratings, funds are raised at the most effective rates
locally and internationally.

» Maintained the targeted balance of 60:40 ratio between short-term and long-
term funds.

» Aggressive promotions to drive savings for long-term and low cost funds.

Key Risk

Changing Regulatory Landscape
» Changes in rules, regulations and policies set by the statutory and regulatory bodies may bring uncertainties to daily
operations and future plans.

Strategic Focus Key Actions
Be agile, adapt and comply with changing » Consistent tracking and monitoring compliance as per the statutory and
regulatory and statutory requirements and regulatory requirements.
seek for opportunities within the changes.
0S Table - 1

‘ PRINCIPAL OPPORTUNITIES & STRATEGIC RESPONSE - 2015/16 ‘

\ Key Opportunity \

Emerging Economy
» The nation is emerging into an upper-mid income country with greater potential for economic activity—and thus, driving the
demand for financial services, particularly, from the burgeoning small and medium enterprises sector.

Strategic Focus Key Actions

Position the business to capture the » Focused efforts to penetrate untapped regions by setting up customer touch
growing opportunities present within the points in strategic locations.

emerging economy and leverage on the » Strengthened the product offer including the new products—margin trading
knowledge and the relationship ties built and factoring—to be more inclusive to suit diverse risk-return profiled

with the SME sector. customers and niche markets.

Key Opportunity

Advocacy for Best Practices
> Current trends in the statutory & regulatory environment advocate best practices in business—bringing in greater clarity and
discipline to the industry.

Strategic Focus Key Actions

Uphold corporate stewardship and respond | » Continued to be conscientious in complying and reporting as per the current
and comply positively to the changes in the statutory and regulatory requirements.

regulatory framework and thereby, add

value to the corporate brand.

PEOPLE'S LEASING & FINANCE PLC
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‘ PRINCIPAL OPPORTUNITIES & STRATEGIC RESPONSE - 2015/16

‘ Key Opportunity

Technology Advancements
> Evolving technology supports to set up streamlined operational processes for speedy and flexible financial solutions, in turn,
boosting operational and financial performance.

Strategic Focus Key Actions

Keep abreast and invest strategically in > Added value to the organisation’s IT platform with two new systems for treasury
the latest technology to bring greater operations and factoring.

efficiency and productivity improvements to | » Extended due training support for employees on systems and process
operations. applications.

» Upheld best practices in information technology governance and upgraded the
ISO standard to the 2013 version.

Key Opportunity

Image as a responsible brand in society
» Our outlook as a responsible brand results societal trust, high customer loyalty and enables differentiation as an admired
and socially responsible corporate.

Strategic Focus Key Actions

Increasingly move towards an integrated > Invested on our dedicated socially responsible campaign ‘PLC Care’, with

approach to value creation, seeking to focused efforts to support local community priorities placed a structured

maximise profitability whilst upholding process to calculate carbon and other greenhouse emissions, offsetting all

responsibility from a triple bottom line carbon emissions computed in the previous year.

standpoint. » Continued to uphold highest ideals in governance and business ethics through
the Code of Conduct and compliance to best practices, statutory and regulatory
requirements.

Key Opportunity

Rural Development
» With the changing socio-economic landscape and greater exposure to changes in technology and urban lifestyle values, the
rural communities are opening up to embrace formal financing to support their funding requirements.

Strategic Focus Key Actions

Establish new customer touch points in > Established a plan to set up to 1,000 customer touch points including in
strategic and unexplored locations in the untapped rural areas.

periphery and tailor the products to best-fit | » Customised products to suit rural customers and adopted greater flexibility in
the emerging opportunities amongst the transactions through door-to-door mobile savings, collections and marketing
rural communities. promotions.

» Organised awareness programmes to build financial literacy amongst the rural
masses, inculcated their habit of savings and educated them on the benefits of
opting for formal financing solutions.

» Supported operations of the subsidiary, People’'s Microfinance Ltd to reach out
effectively to the funding needs of the grass-root communities.

Key Opportunity

Potential in emerging Asia
» With a shift in focus on emerging Asia, opportunities are opening up, particularly, in South and East Asia for financial
services to fund their growing economies.

Strategic Focus Key Actions

Leverage on the corporate standing to > Seeking business opportunities in South-East Asia.
penetrate and reach out to the potential

demand for financial services in South

Asia.

0S Table - 2
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‘ Strategic Performance Measures - 2015/16 ‘ Page
‘ Key Capitals ‘ Key Indicator Target Actual ‘ % Variance ‘ Reference
Relationship | New branches (Number] 4 3 (25.00) 57 |
gzz&ier | Window offices [Number] 111 110 (0.90) 57 |
| Deposit holders (Number] 195,093 168,999 (13.38) 61 |
| Loans & advances customers (Number) 114,753 123,359 750 58-59 |
New products 1 1 - 56 ‘
Financial Disbursement growth (%) 24.32 16.33 (7.99) 58 ‘
Capital | NPA ratio (%) 3.48 1.55 193 59 |
Net profit (Rs. Mn] 432601 434735 054 52 |
Relationship Return on equity (%) 20.46 19.80 (0.66) 76 ‘
Capital - | Return on assets (%) | 464 | 5.19 | 0.55 | 76 |
Investor
| Cost to income ratio (%) | 34,52 | 38.22 | 3.70 | 5 |
Human Capital | Training investment (Rs. Mn] | 40.00 | 22.80 | (43.00) | 9% |
‘ Average employee turnover (%) ‘ 9.00 ‘ 8.57 ‘ (0.43) ‘ 87-88 ‘
| Employees promoted (Number] | 700 | 846 | 20.86 | 86 |
Intellectual | Brand value [Rs. Mn] | N/A | 9,317 | | 118 |
Capital | ICT investment (Rs. Mn) | 222.00 | 213.79 | 3.70) | 120 |
| ISMS reviews/certification audits (Number) | 3| 3| | 121 |
Social Capital | CSR investment [Rs. Mn] | 108.10 | 7625  (29.48) | 97-98 |
| Community based initiatives (Number) | 155 | 158 | 194 | 98-103 |
| Employee volunteerism (Hours) | 22,000 | 29,659 | 3481 | 99-103 |
Natural Capital ‘ Investment on natural environment (Rs. Mn) ‘ 5 ‘ 3.36 ‘ (32.80) ‘ 115 ‘
| Environment based initiatives (Number] | 25 | 27 | 8.00 | 111114 |
| Employee volunteerism (Hours) | 2,000 | 1,864 | (6.80) | 111-114 |
| Carbon footprint (Tonnes of CO, equivalent] | 2.492.74 | 3,059.47 | 22.74 | 108 |
| Trees planted (Number] | 600 | 10395 | 163250 | 112 |

0S Table - 3
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MANAGEMENT
DISCUSSION &
ANALYSIS

“COVERS A RANGE OF TOPICS ON THE ADMINISTRATION OF OUR
CAPITALS AT A MANAGEMENT LEVEL, TOGETHER WITH COMPARISONS

FROM THE PRECEDING YEAR, AND DEFINES OUR FUTURE
ASPIRATIONS.”

Interview with the CEO
Capital Management
Financial Capital
Relationship Capital
Customer
Suppliers
Investors
Human Capital
Social Capital
Natural Capital
Intellectual Capital
Contribution to the Economy
Subsidiary Review
Future Outlook
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INTERVIEW WITH THE CEO
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SIGNIFICANCE OF CHOOSING SUCH A THEME?

QD

WE ARE TODAY THE TREND-
SETTER WITHIN THE
NON-BANK FINANCIAL
INSTITUTION SECTOR IN THE
COUNTRY, DEMONSTRATING
OUR STRENGTH IN EVERY
ASPECT OF OUR BUSINESS.
WE ARE WELL-RESPECTED,
TRUSTED AND INVINCIBLE

"

D. P. Kumarage
Chief Executive Officer/General Manager
People’s Leasing & Finance PLC

U] THIS YEAR'S ANNUAL REPORT IS PREPARED ON THE THEME OF ‘INVICTUS’. WHAT IS THE

A: Surmounting the challenges of our operating landscape, we have successfully journeyed steadily and
progressively, delivering consistent results over the past 20 years. We are today the trend-setter within
the non-bank financial institution sector in the country, demonstrating our strength in every aspect of our
business. We are well-respected, trusted and invincible. So | believe, ‘Invictus’ is a fitting theme at this

juncture, as we mark our 20th anniversary.

oooooooooooooooooooooooooooooooooooooooooooo
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"™ ‘EVEN AGAINST THE

=/ MARKET HEADWINDS
AND POLICY
DIRECTIVES, WE
POSTED YET ANOTHER
IMPRESSIVE YEAR.
WE WERE STEADY IN
OUR STRATEGY AND
DELIVERY OF OUR
ACTION PLAN’

WE SUSTAINED A STRONG AND

A STABLE FINANCIAL POSITION
CONSISTENTLY THROUGHOUT THE
YEAR

Loans and Receivable

M Lease and ljara

I Hire Purchase /BBA

M Term loans

M Staff Loans

M Related Party receivable

M Margin Trading
Factoring receivable

[ couLD YOU OUTLINE THE
ECONOMIC CHALLENGES FACED IN
THE REPORTING FINANCIAL YEAR
2015/16?

A: Our operating backdrop was no
doubt challenging and complex. We
saw uncertainty within the socio-
political landscape which set the tone
for business confidence and the level of
economic activity.

With inflation at single-digit levels,

the monetary policy was broadly
accommodative. Yet, towards the latter
part of the financial year, the private
sector credit picked-up, in turn, tapering
the high levels of liquidity in the financial
market. As a result, the market rates
gradually adjusted upwards. We also
witnessed the exchange rate shifting
towards a flexible regime and the

rupee depreciating quite substantially
against the US dollar towards the

latter part of 2015. This challenged

the country’s external front which
prompted for corrective action to ease
the pressure on the balance of payment
position. The restrictive policies like

the higher tariff and loan-to-value

ratio were implemented to curtail the
unprecedented increase in motor vehicle
imports. But, this had direct implications
on our sector performance, particularly,
leasing, our core product.

@ HOW DID THE COMPANY OVERCOME
THE SAID CHALLENGES?

A: Even against the market headwinds
and policy directives, we posted yet
another impressive year. We were

steady in our strategy and delivery of

our action plan. Our operational and
financial results were noteworthy and
we managed to surpass the industry

on most counts. Our disbursement
registered a growth of 16.33 percent over
the previous financial year. We posted
Rs. 70.87 billion. We also continued to
secure best rates and enjoy a funding
cost advantage. Though our top line
interest income was slightly affected

by the low interest rates, net operating
income grew by 13.86 percent due to

the reduction in impairment charges

we experienced with the improved
recovery efforts. Overheads remained
high, but the top-line was stronger to
brace our profits and returns. Profits
before tax grew by 14.29 percent to Rs
6.14 billion—the highest ever achieved in
the Company’s history. Return on equity
stood at 19.80 percent, up from 18.61
percent posted in the previous year.

We maintained the stability and the
soundness of our financial position
throughout the year. Our asset base
touched Rs. 124 billion, up by 10.69
percent as at the year-end. The strength
of our asset position was ahead of our
peers in the non-bank financial sector
and even on par with some in the
banking sector. The liability position was
Rs. 101.56 billion, well covered by our
assets. The shareholders’ funds reached
Rs. 22.77 billion. We sustained a healthy
core capital ratio of 19.56 percent,
exceeding the minimum stipulated.

g INDEED YOUR FINANCIALS WERE
IMPRESSIVE; HOW WAS YOUR VALUE
CREATION APPROACH?

A: Our approach to value creation is
ethical and responsible. Our focus is
beyond short-term gains. What we
are really looking at is to create a
sustainable business that could give
back to society. Our holistic approach
combines economic value creation with
societal and environmental goals.

We are focused and consistent in this
approach which is truly top-down,
reaching across the organisation. We
have the top level commitment from our
Chairman and the Board of Directors.
Our Board is responsible to oversee and
give direction for both financial and non-
financial aspects of our operations. We
even have in place a dedicated director
who is responsible to oversee and give
guidance on social and environmental
initiatives of our organisation. In fact,
our reporting too follows an integrated
approach under the IR guidelines, and
this year is our third, for which we have
the full support of the Board.

PEOPLE'S LEASING & FINANCE PLC
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@AS A RESPONSIBLE CORPORATE
CITIZEN HOW DO YOU SHARE THE
VALUE CREATED BY THE COMPANY
WITH KEY STAKEHOLDERS?

A: We have in place a sound dividend
policy for our shareholders, and this
year, we paid dividends amounting to
Rs. 1.97 billion. We also give value to
our shares as one of the largest blue-
chip companies on the Colombo Stock
Exchange. In fact, we are amongst

the privileged 20 corporates with best
market caps, giving us access to the S&P
Sri Lanka 20 Index. In terms of other
key stakeholders, take our customers
for instance; we serve them with an
accessible, responsible and versatile
product offer; for our employees—our
greatest asset—we give them coveted
careers and competitive benefits; and
for suppliers and business partners, we
give them service opportunities, enabling
them to grow within the supplier chain.
We have also set aside, as a policy, 2.50
percent of our net profits for community
related and environmentally responsible
causes. Today, we are proudly stand as a
foremost carbon neutral company in the
industry.

@7 MOVING ON, WHAT ARE THE
ATTRIBUTES THAT WENT IN TO
MANAGING THE PORTFOLIO QUALITY?
A: This is a vital area that needs careful
planning and meticulous action,
especially given our drive for growth

with ambitious targets. Our approach

is multi-dimensional. From operational
staff, management to the Board level,
we are proactive and work in unison.

We ensure close engagement with
customers and keep a close watch on
the collections. We are hands-on in risk
assessments and take timely action to
arrest default situations. We have even
tied up the non-performing ratio in to our
performance scheme with targets set for
individual officers as well collectively, at
the branch level. Our collection this year
touched over 95 percent. We succeeded
to bring down our non-performing ratio
to 1.55 percent as compared to the ratio
of 2.72 percent recorded in the preceding
financial year. This is well within our risk
tolerance standards and well below the
industry.

@ IN A COMPETITIVE INDUSTRY
BACKDROP, HOW EFFECTIVE IS YOUR
FUNDING STRATEGY TO MEET THE
COMPANY’S EXPANSIONARY PLANS?
A: Sustaining a discerning funding
strategy is a top priority for us. We

have a strong credit record with a clear
negotiating advantage to raise funds

at the most cost effective rates. We are
backed by two international ratings, the
only corporate to do so in the industry. Of
course, this position was compromised
towards the latter part of the financial
year given the inevitable downgrading
by one notch, on par with the Sovereign
downgrading by Fitch Ratings
International. Yet, we stand strong and
amongst the top in the preferred list in
the financial circles.

We follow a best-fit funding strategy,
balancing out the market dynamics with
our growth aspirations. We are careful to
keep the maturity mismatches between
assets and liabilities in-tact and to

plan out a right mix between long-term
instruments and short-term. In the early
part of the year, with higher liquidity,

our focus was on long-term fixed rate
loans from the domestic sources. Yet,
towards the latter, with the liquidity

in the market drying up, we looked at
furthering our exposure in fixed deposits.
We continued however, to be steady in
our efforts to amass savings, best in
terms of low cost and long-term funds.
We also explored our options in the
overseas financial markets, a need of the
hour and encouraged by policymakers
to strengthen the foreign inflows to the
country.

@ PLC ISSUED DEBENTURES IN
NOVEMBER 2015. HOW SUCCESSFUL
WAS THE ISSUE?

A: Once again, for the third time, we
were able to raise a successful issue’
We were looking at raising 40 million
debentures at Rs. 100/-, with an option
of issuing 20 million more in the case
of oversubscription. The issue with two
tenors was rated AA- (lka) with a stable
outlook by Fitch Ratings Lanka Ltd.

The response from both institutional
investors and retail alike was impressive
and the issue was oversubscribed. We
were able to raise Rs. 6.0 billion in total.

@ WHAT ARE THE LATEST
DEVELOPMENTS IN YOUR PRODUCT
OFFER?

A: We have always been strong in our
product offer, well-rounded to match
our diverse customer profiles. Whilst
reinforcing our core product expertise

in leasing, product diversification is

very much a part of our strategy. We
have already developed a solid non-
core product base including loans,
Islamic finance and deposits. In fact, in
September 2015, we re-launched our
‘Fast-Track’ loan product with greater
value added features and aggressive
marketing promotions. The response
for this product so far, is noteworthy,
bringing in relatively higher margins to
our business. Margin trading, recently
introduced product firmly took off ground
in the year, well placed at the top. This
product is expected to reap strong
returns when the capital market picks-
up. Factoring is our latest product on
offer. Well calculated to balance the risk-
returns, we are confident of successfully
taking off this product in the ensuing
years. Besides, we have the strength and
diversity from the product range offered
by our subsidiary network, enabling us
to be a true ‘one-stop’ to support our
valued customer needs.

HOW COMMITTED WAS PLC IN
UPHOLDING ITS CUSTOMER CENTRIC
APPROACH?

A: We are a front-runner organisation
within the financial services sector and
the market leader within the leasing
sector, which we hold for the 14th
consecutive year. Our customer base is
currently touching 292,481 whilst our
market share is at 12.48 percent. We
have undoubtedly earned the confidence
and trust of our customers. We have

a strong brand and positioning. Yet,

we understand and deeply aware of
the need to keep abreast and respond
with professionalism to the changing
consumer patterns, attitudes and
expectations. It is crucial that we keep
building on our relationships through
closer engagement. We have to reach
customers across the spectrum from the
branch level to the trade chambers and
associations.
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Our vast distribution network remained
a critical success factor, giving us a
strong competitive advantage over our
peers. This is more so in an intensely
competitive landscape. We maintained
a strong presence and reached different
customer segments across all provinces
and districts. Our branches are even
located in the most remote areas

where markets remain socially and
economically backward. We had 92
branches at the end of reporting year
with 110 window operations mainly
located within our parent’s network. We
also established three new branches

in the year, covering Kalawana,
Medawachchiya and Pelmadulla.

@ EMPLOYEES ARE YOUR MOST
PRECIOUS ASSET; WHAT WAS THE
LEVEL OF COMMITMENT TO GIVE THE
BEST TO TEAM PLC?

A: We have with us a cadre of 1,834
employees. They have been the bedrock
of the feats and milestones reached so
far in our twenty-year journey. We fully
recognise and are grateful for their role
in determining our competitive edge,
positioning and our success. We truly
believe in the merits of closely engaging
our employees and nurturing their
talent and work ethics. So investing in
giving our employees the ‘best place

to work” as recognised in the recent
past, is a compelling strategic priority.
Our commitment is steady and we

are committed to ensure an enabling
environment. We follow the best
practices in recruitment, recognition and
compensation. This was well reflected
through our retention ratio of 91.43
percent recorded this year.

@WHAT IS YOUR STANDPOINT ON
EMPLOYEE DEVELOPMENT AND
HOW DOES YOUR ORGANISATION
ENSURE THAT EMPLOYEES ARE
EXPOSED TO THE BEST LEVEL OF
TRAINING PERTINENT TO A SERVICE
ORGANISATION?

A: We extended a well-structured
training for 1,381 of our employees
at an investment of Rs. 22.80 million
out of which 14 employees were sent
on overseas training. Apart from

the routine and general training, we

collaborated effectively with well
recognised institutions to offer tailor-
made programmes to address specific
skill gaps and develop their managerial
skills that stands in the way of reaching
to our potential. Currently we have

75 of our employees following these
programmes. We also continued with our
reimbursement scheme to encourage
our employees to take up post graduate
level studies and to obtain professional
qualifications. These efforts were fittingly
recognised by the Sri Lanka Institute of
Training and Development at the People
Development Awards 2015. We were
delighted to receive a Gold award.

@ HOW HAVE YOU PROGRESSED WITH
YOUR DEDICATED ENVIRONMENTAL
AND SOCIAL CAMPAIGN? DID YOU
REALISE THE TARGETED OUTCOMES?
A: We saw our strategic campaign ‘PLC
Care’ takes further strides in the year.
The campaign reached out to our CSR
goals within the five focused areas that
cover environmental sustainability,
SME and micro level entrepreneurship,
financial literacy, education and road
discipline. We are truly impressed with
the spirit of employee volunteerism and
with our CSR team for their leadership
and dedication to see through this
campaign. This year, we carried out
various initiatives under the focused
approach to social and environmental
capital at a total investment of over Rs.
75 million.

Previous year we started our journey
towards carbon neutrality by placing
a structured process to calculate the
carbon and other greenhouse gas
emissions. Going beyond, this year we
became a carbon neutral company.

HOW ADAPTABLE AND
RESPONSIVE IS YOUR ORGANISATION
TO LEVERAGE ON TECHNOLOGY TO
NAVIGATE THROUGH THE CHANGING
INDUSTRY LANDSCAPE AND DELIVER
EXCELLENCE IN OPERATIONS?

A: Technology has changed the way
we do business. Harnessing the power
of technology and leveraging are
forward drivers for any corporate in
today’s context. We have been focused

and consistent in our efforts to align
our corporate goals with strategic
investments in latest technology. The
automation of our workplace processes
and document management, state-of-
the art call centre, and online presence
through our official website, among
others, have been our enablers with
significant productivity gains and cost
efficiencies.

HOW COMMITTED IS THE COMPANY
TO UPHOLD SOUND GOVERNANCE AND
RISK MANAGEMENT PRACTICES?

A: The Company is committed to uphold
and comply with the mandatory as

well as voluntary codes of corporate
conduct. Quality time is allocated to
ensure that the internal controls are in
place and the risk oversight is effective
in decision making and steering the
operations in the right direction. We also
sought to refine our business continuity
plan in line with the current and best
practices. This we believe, will brace
our vigilance towards any unforeseen
event. Further, in this reporting year, the
Board appointed one of our independent
directors to chair the Integrated Risk
Management Committee tasked with the
risk management function at the group
level.

@ HOW EFFECTIVE WAS THE
COLLABORATIVE CULTURE IN
SUPPORTING THE SUBSIDIARIES

TO MEET THE YEAR'S STRATEGIC
EXPECTATIONS?

A: This was a sound financial year for
all our five subsidiaries with a return on
equity touching 20.60 percent in the year.
We were fully committed and continued
to strategically enable our subsidiaries
to reach out to their potential. Indeed,
our brand, branch network and shared
services stood as the anchor, supporting
the subsidiaries to strengthen their
market base and reach out to solid
operational results. We were impressed
at the way synergies were working out
and with their commitment towards
adopting best and current practices in
business, with greater focus on risk
management, good governance and even
social responsibility.
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@ PEOPLE’S INSURANCE DEBUTED
ON THE COLOMBO STOCK EXCHANGE.
WAS THE IPO A SUCCESS AND HOW DID
THE COMPANY PERFORM IN THE YEAR?
A: It was indeed a milestone year for

our flagship subsidiary. Almost six

times oversubscribed, the IPO broad-
based a 25 percent ownership stake
whilst diluting our stake to 75 percent.
Subsequently, on 12th January 2016,
People’s Insurance was listed on the
Main Board. In terms of market share,
People’s Insurance sustained its
positioning amongst the top five non-

life insurers and posted a noteworthy
performance. The premium income
growth was sound and the underwriting
result was positive, in contrast to the
negative results experienced by most of
the other non-Llife insurers.

@WAS THE FLEET MANAGEMENT
COMPANY PERFORMANCE UP TO YOUR
EXPECTATIONS?

A: Yes; since revamping the operations
three years ago, our fleet management
arm has taken steady strides to reach
higher ground and yield sound returns
on our investment. Well placed within
the group, fleet management was able
to reap significant synergistic benefits

in fleet services and motor valuation
supporting both our leasing operations
as well as the claims management
process of People’s Insurance. This year,
People's Fleet Management was also an
active bidder in our tenders floated to
sell disposal vehicles under our recovery
operations. The company also opened a
new vehicle sales outlet.

[ AS A STRONG ADVOCATE

OF SOCIAL RESPONSIBILITY,

HOW COMPLEMENTARY IS YOUR
MICROFINANCE OPERATIONS TO THE
OVERALL CORPORATE AGENDA AND
GOALS?

A: Our venture in to microfinance truly
complements our inclusive approach to
value creation. We saw greater levels
of activity, gaining a stronger customer
base of 41,308 amongst the grass-root
communities. Our target audience was
typically, women, who have the power
to bring social and economic change,
securing ripple-effect benefits. This
year our portfolio reached over Rs. 1,400

million, growing at 44 percent. We have
firm plans to take this venture forward

and secure greater social goals whilst

ensuring the viability and good returns
on our investment.

@ DID THE PROPERTY DEVELOPMENT
COMPANIES MAKE PROGRESS IN THE
FINANCIAL YEAR?

A: Our property development ventures
proves to be strategically significant
with solid investment value in today’s
marketplace. People’s Leasing Property
Development in the year completed 14
projects for People’s Bank. Our BOI
approved Havelock Properties venture
made excellent progress and kept up
the targets in construction works on the
twelve-storey building in Colombo 5.

@AS THE MANAGING AGENT, WHAT
ARE THE PROSPECTS OF REVIVING
PEOPLE’'S MERCHANT?

A: We took up the proposition of the
Central Bank to be the managing agent
of the distressed People’s Merchant. In
August 2015, we absorbed a 37 percent
stake and under our supervision,
People’'s Merchant is sorting out its
operational bottlenecks and financial
difficulties. We are confident that this
company will fully turn-around in the
near future.

@ HOW DID THE PLC GROUP PERFORM
ON A CONSOLIDATED BASIS?

A: Definitely, as a group, we are growing
from strength to strength. In the
reporting year, the consolidated income
stood at Rs 22.58 billion while profit after
tax reported at Rs. 4.74 billion. People’s
Insurance contributed almost 16 percent
to the consolidated income. Net profits
before taxes grew by 13.92 percent and
touched Rs. 6.71 billion. The financial
position was sound throughout the year,
with the assets growing at 11.89 percent
to Rs. 131.09 billion as at the year-end.

@7 HOW DO YOU BENCHMARK

YOUR ORGANISATION IN TERMS OF
THE INDUSTRY AND WITHIN THE
CORPORATE ARENA?

A: We are a well-respected corporate in
this country. Throughout past years, we
have progressed to reach the heights of
the industry. Today, we claim the market

leadership as the top-most corporate

in both leasing and within the non-bank
financial institution sector. We stand tall
and strong with highest ratings and a
quality portfolio, unrivalled profits and
assets to our credit. It is our exemplary
business practices that have placed us
amongst the top ten corporates in Sri
Lanka, adjudged by the Ceylon Chamber
of Commerce. This is our second
consecutive year to be selected by the
Chamber, after an in-depth short-Llisting
and competitive selection process.

We were also recognised once again for
the quality and standards in responsible
reporting at the 51st Annual Report
Awards, organised by CA Sri Lanka.

Our report 2014/15 themed '365 Days
That Were' received the coveted Silver
award for the overall ‘Management
Commentary” and we retained our ‘Gold’
title as the ‘Best Annual Report in the
Sector’, for the 8th consecutive year. This
report was also recognised with Gold in
the Print Annual Report category by the
League of American Communication
Professionals at the 2015 Spotlight
Awards.

WHAT ECONOMIC CHALLENGES

DO YOU FORESEE IN THE SHORT TO
MEDIUM TERM?

A: As a nation, the country aims at
achieving higher growth targets and

at becoming an upper mid-income
country in the medium term. Yet, the
challenges in the short-term loom are
on the prospects. The global economic
dynamics, particularly the adjustments
happening in the emerging markets
together with partisan politics in the
domestic scenario will continue to
pressure the economic stability and
growth. Effective policy measures are
called for to counter-balance the impact
on the macro economy. Policy signals
are already trending upwards seeking to
lessen the foreign capital outflows and
the pressure on the exchange rate.

@ WHAT ARE THE STRATEGIC FOCUS
AREAS AND KEY ACTIONS EXPECTED IN
THE SHORT TO MEDIUM TERM?

A: Being at the helm of the non-bank
financial services sector, we are in good
stead to take on the opportunities that
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lie within our market scenario, even
against the challenges. Although, we
have the necessary footing, we cannot
be complacent. We have to drive our
top-line strategy with greater focus and
agility. We will continue to be bullish in
our efforts to diversify our markets and
product, enhance service quality and
strengthen the distribution channels.
This will also include converting our
window operations to fully fledge
branches. We will further our best
practices in managing our cadre. We will
also be committed to manage the quality
of our portfolio and ensure financial
stability with necessary safeguards and
effective risk management.

@ HOW DO YOU PLAN TO CELEBRATE
THE 20TH ANNIVERSARY?

A: We have lined up many celebratory
events and initiatives, reaching out to our
key stakeholders from our employees,
customers, investors to suppliers. In
celebrating 20 years, we have also

made plans to add new products to our
versatile product portfolio. We consider
this as an excellent public relations and
marketing opportunity to leverage upon,
build brand presence and reinforce our
positioning. We have already initiated

the public relations campaign, made
firm plans to organise multi-religious
events to bring out our diversity, arrange
dedicated networking events with our
loyal stakeholders both at the regional
level and the head office, extend exciting
offers for our customers and establish
eight new branches to reach the 100th
mark. We are also expecting to recognise
our committed employees who have
stayed with us and supported us to reach
the heights throughout our 20-year

journey.

@ HOW WOULD YOU LIKE TO
CONCLUDE THIS INTERVIEW?

A: In concluding this interview | would
like to extend my sincere gratitude to
each and every stakeholder who has
been a pillar of strength to us within
our twenty year journey. Also my special
appreciation goes out to our Chairman
and Board for their visionary direction.

I would also like to thank the Board of
People's Bank for their guidance and
collaborative support. | pay my heartfelt

tribute to our outstanding team at PLC
and at the subsidiaries. A job-well-done
in the year and | hope to see the same
level of liveliness and hard-work, but
more so, professionalism in our way
forward. | wish to thank our regulators
for their direction to strengthen the
level-playing-field in the industry.

My gratitude is with our customers,
investors, suppliers and strategic
partners for their loyalty and patronage.
I'am confident that all our stakeholders
will join our future path, be beside us,
support our goals and reach out to the
pinnacle of success.

7

D. P. Kumarage
Chief Executive Officer/General Manager
People's Leasing & Finance PLC

18th May 2016
Colombo
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OVERVIEW

As a finance company, financial capital is at the heart of our business which is directly linked with all other capitals within our
value creation process. The process discussed below outlines, in detail, the financial capital’s role within the organisation. This
process involves sourcing funds required to facilitate the operations from the most reliable sources and effectively disbursing

such collected funds to generate interest income whilst fulfilling our obligations towards the fund providers. Our aim is to
maintain sound margins throughout this process, which in turn, transforms into healthy profits. Financial value generated by
way of profits is shared amongst all the key stakeholders of the company.

ROLE OF THE FINANCIAL CAPITAL

Treasury operations

Share Capital

Debentures
| BankBorrowings |
| Deposits |
Interest Expense
v :
Operating Cost 2
Cash Inflow b Cost of Funds E \ e

¥

Cash Outflow
Disbursement &

g Net Interest Income E =——q Profit

¥

Other Income E Distribution (EVA) E

Investments /
Interest Income
: . | Return
; Portfolio | —

|
53

3 f Credit Quality

Investor E Employee g Government E | Community E | Environment E
B
Dividend Personnel Cost Tax CSR é
)
TREASURY OPERATIONS Given the low interest rates that prevailed throughout the year, mostly in the first
Treasury plays a strategic role by half, the treasury sought to source the funds in the most cost-effective way to sustain
sourcing low cost funds required to the interest margins and strike the best balance to manage maturity mismatches
support the top-line growth strategy and between financing and lending. At the latter part of the year strategy shifted more
targets by seeking new funding sources towards short term loans with the fluctuations in the interest rates.

including foreign funding and directing
the funds towards right investments. It
holds an important position in the Asset
& Liability Management Committee
(ALCO] along with Fixed Deposits
Division of the Company. Treasury is
responsible for monitoring assets and
liability profile and interest movement
and provides insights to ALCO,
facilitating them to assess market and
liquidity risks.

Strategic Priorities

\/

> Source funds from the most cost effective way including foreign loans.

» Manage asset and liability mismatch to improve the financial position of the
Company.

» Take measures to mitigate the foreign exchange risk.

> Direct funds towards right investments.

> Address and respond to regulatory requirements and developments.
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In order to raise the funds at competitive
rates, the treasury exploits the strong
financial position of the Company,
strength of the PLC brand backed by the
two international ratings comparable to
the Sovereign ratings. However, during
the year, Fitch Ratings International
downgraded PLC's rating to ‘B’ from
‘B+" whilst Standard & Poor’s rating
remained at ‘B+/B" with a negative
outlook following in line with the
downgrade of the Sovereign ratings.
PLC's local rating from Fitch Ratings
Lanka remained unchanged with ‘AA-’
(lka).

Treasury Instruments

Domestic Sources

During the year, the funding mix

was dominated by the deposits,
comprising fixed deposits and savings
both conventional and Islamic, with a
representation of 35.75 percent of the
funding mix. However, the contribution
of deposits reflects a decline compared
to the previous year’s contribution of
40.62 percent. This is due to our strategy

of not promoting deposits as a funding
source given the availability of other
alternative low cost funding sources. In
addition, fixed deposits mostly ranging
from one to two years are strategically
discouraged to strike a balance between
maturity tenures of assets and liabilities.
However, during the latter part of the
year, PLC increased deposit rates in line
with the increasing interest rate trends
in the country. The long term domestic
banking sources remained a preferred
funding source for the Company,
accounting for 21.17 percent, followed
by securitisation and debentures. During
the year, we went for our third listed
debenture issue to raise Rs. 4.0 billion
with an option to raise further Rs. 2.0
billion in the case of oversubscription.
The issue was oversubscribed on the
opening day itself as in the previous
issues which stood as a testimony of
the investors’ confidence towards the
company. With that, debentures posted
63.37 percent increase over the position
as at 31st March 2015, taking a share of
16.34 percent of the total funding mix.

Treasury instruments

Funding

» Fixed deposits & savings
» Asset backed securities
» Short & long term loans
» Refinance loans
» Debentures

>

>

Foreign loans
Commercial papers

Investments

» Government securities

» Equity in blue chip companies
» Debetures

» Fixed deposits

Funding Mix
2015 2016
31st March 31st March
41% *‘ 36% *‘

- 1%

6%
L 2%

19% 1%

M Overdraft
M Long Term Loans
[ Securitisation

M Others

M Bank Borrowings - Short Term Loans
Redeemable Preference Shares

9%
L 18%
19% 2%

W Deposits
M Debentures

— 16%

At the latter part of the year, the
Company sought after short-term loans
to cater to the expanding business
volumes under the volatile interest

rate scenario thus, resulting in a 64.17
percent growth against the balance

of the previous year. However, similar
strategy as in previous financial year was
executed in relation to the commercial
papers and promissory notes.

Foreign Debt

Due to the availability of sufficient
liquidity in the domestic market, we

did not reach international markets

to source foreign currency funds. The
existing exposure of the foreign loan
obtained in 2013/14 was well managed
and stood at US$ 3.5 million (equivalent
to Rs. 506.40 million ). This loan is
expected to be settled in May 2016.
However, with the increasing trend in the
interest rate in the domestic market, the
Company is considering the possibilities
to obtain funds from international
markets at a competitive rate in order to
diversify the funding sources.

Investments

Adhering to the Directions issued by the
Central Bank of Sri Lanka on liquidity,
PLC invested Rs. 6.44 billion collectively
in reverse repurchase agreements,
treasury bills and treasury bonds. In
addition, the investment in fixed deposits
grew to Rs. 847.45 million compared to
the previous year's investment of Rs.
326.32 million. The exposure to the blue
chip equity rose to Rs. 211.65 million,
indicating a growth of 7.88 percent
against the balance as at the end of
2014/15.
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DISBURSEMENTS & PORTFOLIO
Refer: Relationship Capital - Customer,
Page 54-68

Our core business, finance leases

and loans were exposed to significant
challenges during the financial year due
to several changes that took place in
the duty structure in the latter part of
the previous financial year. In addition,
regulations imposed on loan to value
ratio (LTV) in the mid of the year also
had a negative bearing on the leasing
industry. The company fell short of
achieving its budgeted disbursements
by 6 percent. However, backed by our
solid mainstay and prudent management
policy, we were able to mitigate the
challenges and achieve record level
disbursements, amounting to Rs. 70.87
billion. We continued in our trend-
setting journey, reaching another
milestone in the non-bank financial
institution (NBFI) sector, recording Rs.
8.15 billion disbursements in the month
of March 2016. The Company saw its
re-launched short-term loan product
‘Fast Track’ perform exceptionally

well during the financial year 2015/16.
Clean loan facilities introduced by the
Company for its existing customers
with an outstanding credit history also
contributed to increasing disbursements.

Loans and Receivables Portfolio
During the year, gross loans and
receivables portfolio topped the Rs.
100 billion mark and reached Rs.
111,453.27 million up by 10.86 percent
compared to the ratio as at 31st March
2015. Net portfolio after accounting for
collective and individual impairment
stood at Rs. 109,872.42 million as at

31st March 2016 which is the highest
portfolio in the NBFI sector. Lease/
ljarah receivables remained as the
highest contributor to the total gross
portfolio, with a contribution of 57.62
percent. Notwithstanding the negative
sentiments in the leasing sector due to
new regulations, we saw an impressive
improvement of 62.33 percent in the
loan portfolio compared to the portfolio
of the previous financial year. Thus, loan
portfolio reflects 29.22 percent of the
total portfolio as against 19.95 percent
at the end of March 2015. Hire purchase
portfolio reduced approximately by

49 .49 percent in line with the policy
decision taken to curtail the exposure in
preceding financial year, following the
budgetary reforms in 2014.

Despite the pessimism prevailed in the
capital market throughout the year,
margin trading receivables posted an
increment of 14.55 percent over the
previous year, thus reaching to Rs.
1,594.02 million as at 31st March 2016.

The performance of the new variable rate
product, factoring—which was launched
in November 2015—was outstanding,
with the portfolio reaching to Rs. 177.48
million as at 31st March 2016.

Credit Quality
Refer: Relationship Capital - Customer,
Page,54-68

Whilst focusing on increasing our
business volumes, we seek to uphold
the quality of our portfolio through
continuous and improved efforts in
recoveries. During the year under
review, we concentrated and stepped up

Portfolio Mix

2015
31st March

’7 22%

55% — 20%

2%
1%

M Lease/ljhara Receivable

M Staff loans

2016
31st March

58%

Factoring Receivable

M Hire-Purchase/ BBA Receivable [ Related Party Receivables

M Term Loan

M Others Margin Trading Receivable

on improving our recoveries by setting
targets as well as setting up a new
division—'Disposal Loss Recovery'. This
unit was given authority to negotiate with
clients to recover the loss which was
earlier transferred to the legal recoveries
unit after the tendering process. Given
these focused measures, our collection
ratio improved to 95.36 percent at the
year-end with non-performing advances
ratio declining to 1.55 percent from the
previous year's ratio of 2.72 percent.

Non-Performing Ratio

%

_/\
/\

111212113 13/14  14/15  15/16

o = N W K~ 0 o0 9 ©

—PLC
— Industry

PEOPLE'S LEASING & FINANCE PLC
ANNUAL REPORT 2015/16



51

CORPORATE STEWARDSHIP FINANCIAL INFORMATION

SUPPLEMENTARY INFORMATION

Legal Recoveries

Strategic Priorities

\/

1. Encourage settlements (consent motions) rather than taking legal action.

2. Review and advise management on legal implications on internal policies and
procedures.

3. Draft contracts, agreements, review regulations, internal policies and ensure
that they are in compliance with all legal and statutory requirements.

4. Liaise with Compliance Officer and internal audit and identify possible non-
compliance issues and assist them to find solutions for better internal
management.

Our well-established legal recoveries unit plays an important role by supervising all
litigation issues, cases filed by and against the Company. The unit supports to maintain
the credit quality by adopting stringent measures to minimise the propensity of defaults
as well as curtailing the non-performing ratio. Priority is given for consent motions over
legal action, increasing the number to 439 from the 285 recorded in the previous year.

\ Key Highlights - Legal Recoveries \

| For the F.Y | 2015/16 | 2014/15 | % Change |
' Legal recoveries [Rs. Mn) 329.86 313.62 5.18
\ Legal recoveries (% of non-performing portfolio) 16.73 9.45 7.28
| Consent motion (Number) 439 285 54.04
| Write-offs recovered (Rs. Mn) 23.94 16.90 41.66
' Notary fees (Rs. Mn) 8.69 5.25 65.52

FC Table - 1

During the financial year, the legal recoveries improved to Rs. 329.86 million
accounting to 16.73 percent of the non-performing portfolio. The legal recoveries
unit also concentrated on recovering any possible amount from the facilities written-
off. This process enabled to recover Rs. 23.94 million in 2015/16 from the facilities
written-off as against Rs. 16.90 million recovered in the previous year. Rather than
being a cost center, legal recoveries unit also brought in a revenue contribution from
notary fees amounting to Rs. 8.69 million for legal services provided on contracts,
mortgage bonds, opinions etc.

\ Financial Performance - Actual Vs. Budgeted \

Indicator 2015/16 2015/16 2014/15 Change*
Actual | Budgeted Actual (%)
| Profit before tax (Rs. Mn) 6,143.09 6,090.15 5,375.11 14.29
| Profit after tax (Rs. Mn) 4,347.35 4,324.00 3,752.96 15.84
| Return on assets (%) 5.19 4.64 4.75 0.44
| Return on equity (%) 19.80 20.46 18.61 1.19
|
‘ As at 31st March 2016 2016 2015
Budgeted
| Net assets per share (Rs.] | 14.41 | 14.12 | 13.38 | 7.70 |
| Core capital ratio (%) | 19.56 | 16.51 | 20.22 | (0.66) |
Total risk weighted capital 18.14 15.59 19.04 (0.90)
ratio (%)
| *% change between current year & previous year |
FC Table - 2

NET INTEREST INCOME

Given the challenges posed by a low
interest rate regime, interest income
reflected a marginal decline of 7.13
percent during the year ended 31st
March 2016 against the interest income
of 2014/15. By effectively sourcing
funds from low cost modes, we were
able to curtail our interest expenses

by 14.13 percent over the last year. In
consequence of such reductions in
interest expenses, we managed to limit
the reduction in net interest income to
0.65 percent.

With the marginal drop in net interest
income, the net interest margin (NIM)
contracted in 2015/16 to 8.92 percent
from the 9.37 percent recorded in
2014/15.

Portfolio Vs Interest Income

Rs. Mn
120 25
100 20
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0 0
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— Interest Income

Borrowings Vs Interest Expense
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OTHER INCOME

Other income comprising fees and
commission income, net trading and
other operating income increased
marginally to Rs. 1,310.14 million in
2015/16 compared to Rs. 1,294.01 million
in the preceding year. The increase in
fees and commission income and other
operating income was offset by the
decline in net trading income, given the
reduction in market prices of the equity
investments in a sluggish capital market
context.

OPERATING EXPENSES

Operating expenses grew to Rs. 4,297.69
million in the year under review as
against Rs. 3,911.47 million in the
previous financial year; reflecting the
expansionary trends within the business.
The personnel and operating expenses
collectively contributed over 95 percent
of the operating expenses, which posted
a growth of 15.45 percent and 7.70
percent respectively driven largely by
the increase in head counts and office
administration and establishment
expenses.

However, we succeeded in curtailing the
growth of operating expenses to 9.87
percent whilst expanding the network
and remunerating the employees beyond
the market standard. The cost to income
ratio has increased to 38.22 percent from
the previous year's 34.63 percent due to
the decline in operating income.

PROFITABILITY

Amidst a challenging economic and
regulatory environment, we recorded the
sturdiest financial year in terms of profits
in its history, posting a pre-tax and
post-tax profit of Rs. 6,143.09 million and
Rs. 4,347.35 million respectively. This
represents an increase in profit before
tax of 14.29 percent and profit after tax
of 15.84 percent as against the previous
year. The year’s overall profitability was
supported by the stringent management
decisions and improved recovery efforts
which lead to 84.29 percent decline in
the impairment charges compared to the
previous year.

Even on the consolidated basis we
achieved the highest ever pre-tax and
post-tax profits of Rs. 6,706.91 million
and Rs. 4,741.55 million respectively.

TAXATION

The income tax expense for the year
under review amounted to Rs. 1,795.73
million up by 10.70 percent compared

to the previous year, resulting in an
effective tax rate of 29.23 percent. The

15 percent increase in profits is reflected
through the increase in the income tax of
the Company.

Due to the changes mandated by the
Budget 2015, leases became liable

for value-added tax (VAT) on FS and
exempted from normal VAT. Following
the changes, VAT on FS increased to Rs.
546.04 million from Rs. 362.57 million
indicating 50.60 percent increment over
the previous year. The nation building tax
(NBT) expenses for the year recorded at
Rs. 116.77 million whereas disallowed
input VAT for the year reached to Rs.
70.09 million as against Rs.72.26 million
in 2014/2015.

As per the Interim Budget presented
in the January 2015, 25 percent
one-off super gain tax was levied on
any company which records a profit
exceeding Rs. 2,000 million for the
financial year 2013/14. Duly meeting
this statutory requirement, we paid Rs.
741.08 million as super gain tax during
the year.

CAPITAL ADEQUACY

Whilst focusing on improving profitability,
we ensure that we adhere to the
regulations on the capital adequacy ratios
prescribed by the Central Bank of Sri
Lanka through the Finance Companies
(Risk Weighted Capital Adequacy Ratiol
Direction No. 02 of 2006. Tier | core
capital as at 31st March 2016 amounted
to Rs. 22,222.89 million, leading to a core
capital ratio of 19.56 percent (minimum
ratio 5 percent). With a total capital base
of Rs. 20,616.47 million, the total risk
weighted capital ratio as at 31st March
2016 stood at 18.14 percent (minimum
ratio 10 percent). (FC Table - 3)
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Composition of Core Capital & Capital
Base [Rs. Mn)

to the PLC Group, witnessed a significant decline in the net loss to Rs. 86.87 million
during the year under review from its previous year’s loss of Rs. 337.40 million.

‘ Ordinary shares 11,886.07 Group also witnessed a significant decline of 82.60 percent in impairment charges for
‘ Statutory reserve fund 1.421.48 loanstsnd other losses which positively contributed to the record breaking bottom line
rowth.

Published retained 7,673.88 :

profits - -

General and other 1.550.00 ‘ Snapshot of Group Financial Results ‘

reserves | Indicator 2015/16 | 2014/15 | Change (%) |
| Goodwill [-] (308.54) | | Profit after tax (Rs. Mn) 474155 410154 15.60 |
‘ Total Tier i Core Capital 22,222.89 ‘ Net interest income (Rs. Mn) 10,295.12 10,244.82 0.49 ‘
‘ Deductions ‘ (1,606.42) ‘ ‘ Earnings per share (Rs.) 2.98 2.60 14.79 ‘
Tier ii - Total Capital 20,616.47 | | Return on equity (%] 20.60 19.61 0.99 |

Base ‘ Return on assets (%) 5.40 5.00 0.40 ‘
FeTable=3 | Dividends Paid (Gross) (Rs. Mn] |
PLC GROUP Pl \ 120.00 | 210.00 | (42.86) |
PLC’s five subsidiaries came in to ‘ PLPDL ‘ 2200 ‘ 11.00 ‘ 100.00 ‘
contribute positively, showcasing well- ‘ ‘ ‘ ‘ ( ‘
built synergies within the group; the PML 5.00 8.00 37.50)
Group declared Rs. 4,741.55 million | PLFML | 7.50 | 0.75 | 900.00 |
as profit after tax being the highest FC Table - 4

recorded up to date, surpassing its
budget by 3.38 percent despite of

the challenges faced due to negative
macroeconomic factors and regulatory
settings. (FC Table - 4)

The Group's financial performance
mirrored a noteworthy progress
compared to the previous year by a
growth of 15.60 percent. Net interest
income saw a marginal increase of 0.49
percent with the support of microfinance,
although the company witnessed a
marginal drop.

Net earned premium generated by our
flagship subsidiary, People's Insurance
PLC, representing an 11.30 percent
growth reached to Rs. 3,283.17 million.
People's Leasing Fleet Management also
saw an improvement in profitability to
Rs. 26.43 million compared to Rs. 24.45
million in the previous year. Growth in
profitability of the property development
arm; People’s Leasing Property
Development Ltd also supported the
Group profitability. People’'s Merchant
Finance PLC, the newly added associate

Distribution of Financial Value

Financial value generated through the effective use of financial capital is distributed
or shared with the key stakeholders of the Company, after retaining the required
portion for its future growth. Improved financial value positively contributes to the
other key capitals of the Company and thereby, financial capital is linked with all the
other capitals. Ensuing sections of the capital management section of this report and
the contribution to economy section will present how financial value is shared and

distributed amongst them.
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OVERVIEW

In a rapidly changing marketplace following demographic changes, consumer perceptions and attitudes, managing
customer relationships is a critical aspect that underscores the success of a service organisation. This is more intense for an
organisation such as PLC where our customer base is fast expanding, becoming more diverse and demanding. The intense

competition in the industry further sets out the case for relationship based strategy with close and consistent engagement with
customers. The section herein will report on the management approach, key actions and performance indicators in relation to
product, service and delivery.

421,26, 27
MANAGEMENT APPROACH

As a non-bank financial entity, we

aim at creating and sustaining strong

. . . » Product & service labelin
relationships with customers beyond 5 = : "
) - A » Marketing and communications
mere fln‘anmal transactions. Thg key Report Content - > Customer privacy
precept is to be customer centric— Materiality (GRI- G4) > Compliance [P & SJ
proactive, flexible and responsive to > Anti corruption
diverse and varying customer needs » Anti competition

and expectations. To this end, we follow
a four-pronged approach underscoring
product inclusivity, service quality,
marketing and communication and
product responsibility.

Management Approach ‘

[IRRA
A

Product Inclusivity g Service Quality 5 Marketl_ng & 5 Product Responsibility g
Communication
» Product offer » Employee training » Marketing strategy & » Fair & transparent dealings
» Branch network » Leveraging technology communication mix » Building financial literacy
» Branch performance » Customer satisfaction & » Anti-competition
» Product performance feedback » Anti-corruption A
» Complaints management » Customer privacy
» Product portfolio screening
» Socially & environmentally
. responsible product
Engagement Key Expectations » Active ownership
& Concerns .
» Compliance

Method Frequency » Product diversity

> One-to-one meetings As and when required > Service quality

> Customer surveys Onc.e n two years > Identifying needs

> Feedback forms Periodically » Pricing of products

> Official website Regularly 9o .

> Marketing & As and when required » Efficient and speedy transactions
3 propaganda campaigns » Product information

» Press & electronic As and when required » Legal terms and conditions

media » Confidentiality of information
> Networking event Periodically » Complaints handling
> CSR Projects Periodically > Integrity and responsibility
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Our approach stands as our anchor to build the customer engagement process, enabling us to identify and understand their
expectations and concerns, if any. This feedback in turn, supports us to revisit and refine our approach to customer management—
so that we could deliver the best in service and ensure customer satisfaction.

Customer Spotlight - |
FY 2015/16

[

[IRRN

I - _—— _
Sustained E Opened three E Initiated the \E Hosted \F Launched E
the market new branches ‘Customer customer factoring as the

positioning at taking the total |~ Touch Point networking ~ latest product |~
number one |~ to 92 whilst ~ Scheme’, ~ events ~ addition, ~
within the window offices seeking to covering 2,943 strengthening

leasing industry stood at 110. set up mini customers. the total
for the 14th I~ I~ customer I~ I~ product solution |~

successive year [ service points X offer.

and remained across the

at the helm of country.

the non-bank N

financial
sector. 2 \(K L
Key Performance
Indicators

| For the F.Y \ 2015/16 | 2014/15 | % Change |
‘ Product Inclusivity ‘
‘ Gross portfolio - loans & leases (Rs. Mn) 129,060.62 118,828.95 8.61 ‘
‘ Disbursements - loans & leases (Rs. Mn]) 70,867.33 60,918.58 16.33 ‘
‘ Portfolio - deposits (Rs. Mn] 33,836.43 34,093.76 (0.75) ‘
‘ Portfolio - margin trading (Rs. Mn) 3,574.74 3,357.06 6.48 ‘
| New customers (Number] 66,300 58,824 12.71 |
‘ Customer base (Number] 292,481 260,054 12.47 ‘
‘ Service Quality ‘
‘ Customer networking events (Number) 116 84 38.10 ‘
‘ Investment in customer networking events (Rs. Mn) 15.43 10.22 50.98 ‘
| Collections (Rs. Mn) 87,800.43 88,366.25 (0.64) |
| Non performing ratio (%) 155 2.72 (117) |
‘ Marketing & Communication ‘
| Brand value [Rs. Mn) 9,317 4,918 89.45 |
‘ Business promotion expenditure (Rs. Mn) 204.02 197.60 3.25 ‘
‘ Product Responsibility

‘ Number of complaints received (Number) 40 25 60.00 ‘
RCC Table - 1
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PRODUCT INCLUSIVITY Product Offer
As a financial services organisation,
PLC has developed a comprehensive
Product inclusivity is sought through our versatile product offer that could broadly product range—leasing as its core
match varied customer segments and their profiles. The aim is to be a ‘one-stop’ product complemented by the non-core
where we could facilitate customers’ tailored needs at their convenience. To this end, range including short and long term
our Company strategically invests in value addition and developing new products, loans, fixed deposits and savings and
pricing effectively to match risk-returns and giving easy access through its vast Islamic financial products. The Company
delivery channel across the country. Apart from this, we also rely on synergistic also offers margin trading facilities
collaborations with the subsidiaries within the network, seeking to cross-sell and as a capital market service. Product
product-bundle for greater inclusivity. Due investments in technology also supports portfolio of PLC is also included short
and facilitates a seamless operation across the Group. term loan facility viz. Fast Track which

does not have fixed instalments. The
new product offer initiated in the year
is factoring, seeking to address short
\/ term credit needs of our customers.
The subsidiary specialities in non-Llife
insurance microfinance, fleet services
and vehicle valuations further add value
and facilitate the total offer.

Our Product Policy

PLC is committed to a spirit of empowerment, inclusivity and a partnership
approach while expanding our reach, constantly improving our service
standards, innovating products, building customer confidence, trust and
safeguarding customer rights.

’/”////////a

&
S
S
e
S
i
&
2z,

¢

Leases

Subsidiary Products

» Non-Life Insurance > Finance Leases

» Microfinance
» Fleet, Vehicle
Valuation, Hiring &
Vehicle Sales Unit

Loans

» Long-term Loans
| » Working Capital Loans
» Personal Loans
» Letters of Guarantee

Deposits
» Fixed Deposits
» Commercial

Papers
» Savings

Other Products
» Margin Trading
» Factoring

Islamic Products
> ljarah/ Murabaha
» Savings products
» Mudharabah
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Branch Network

Upholding an inclusive approach,

the customer touch-points including
branches and window operations are
well spread in key strategic locations
island-wide. The outreach is vast, with
access to the city as well as to the
periphery; enabling us to reach out to a
spectrum of customer segments—from
corporates, small and medium sector,
micro entrepreneurs to retail sector and
high-net-worth customers. As at the
reporting year-end, the branches totalled
up to 92 whilst window operations mainly
based across the parent, People’s Bank
reached to 109 with one window office in
People’s Insurance Negombo Regional
Office. Total branches include three new
branches established in Pelmadulla,
Medawachchiya and Kalawana.

Supporting the growing branch network
to be more efficient and more customer
oriented, PLC pursued its consolidation
plans on a zonal basis. Decentralisation
made headway in the year, with the
revision of the delegation of authority to
give greater autonomy to zonal heads
who have been appointed to manage
the branches on a four-zonal basis. Due
systems and processes are in place to
support this model.

In the reporting year, we also initiated a ‘Customer Touch Point Scheme’, envisaging
to establish mini customer service points in potential locations including the vehicle
sales centers, fuel filling stations, vehicle service stations, large scale hardware,
shops, super markets and untapped People’'s Bank branches. The aim under this
scheme is to establish 1,000 customer touch points.

\ Branch Performance \

\ \ 2015/16 | 2014/15| % Change |
| Interest income (Rs. Mn] 17,876.08 | 19,247.62 (7.13) |
| Non performing portfolio [Rs. Mn] 1997 44 3,237.25 (38.30) |
| Collections [Rs. Mn) 8780043 |  88,366.25 (0.64) |

RC* Table - 2

Reaping benefits from greater decentralisation in operations, perceptive strategy and
working in concert, the branch performance in the year under review posted sound
results in growing the market share, and profits whilst effectively managing the quality of
the portfolio. The performance dash-boards strengthened the monitoring process, giving
heads-up to take necessary and mitigatory action on any issues and bottlenecks. This
supported us to keep our overall top-line results in-tact without deviating too far from the
targets set for the year.

Our branches across the board were focused in their efforts to uphold the portfolio
credit quality. The Branch Risk Credit Committees in consultation with the Integrated
Risk Management Committee at the group level further supported operations in this
regard, particularly significant amidst the drive to gain share and top-line growth.
This reflected well on our non-performing portfolio, recording a noteworthy decline as
compared to the previous year and thereby, reversing the impairment charges. This in
turn bolstered our profitability.

Best Branch Competition

\/

Giving further impetus for the branches to reach out to their potential
performance, the ‘Best Branch’ competition continued to take centre-stage in
the Company’s annual calendar. The awards were adjudged under three branch
categories - A, B and C; based primarily on the size of the portfolio, quality

and staff strength. This year, the award ceremony celebrated the feats of 31
top-performing branches along with their teams and recognised 76 individual
employees for their contribution to the collective effort. The best performing
employees were once again rewarded with exciting gifts and three-day all-
inclusive overseas holiday packages.
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PRODUCT PERFORMANCE

Lease, Hire Purchase & Loan
Performance Snapshot - 2015/16

Strategic Priorities
» Offer value addition to the core products, particularly using the latest digital solutions to bring flexibility and speed.
» Product diversification through new product development.

Key Actions
» Focused marketing initiatives carried out to promote the recently re-launched short-term loan product, ‘Fast Track’ targeting
both businesses and individuals.

» The gross portfolio inclusive of Islamic finance products
stood at Rs 129.06 billion as at 31st March 2016, with a
growth of 8.61 percent vis-a-vis 2014/15.

> Out of the portfolio, leasing products - finance leases

8 accounted for a share of 61.09 percent.

. » Loan portfolio also saw an impressive growth of 56.69

percent compared to previous year.

Gross Portfolio Growth

Portfolio

N

14/15 15/16

» Disbursements surpassed the Rs. 70 billion mark

. T t Vs Achi t
however slightly short of the target arget vs Achievemen

Rs.M

» Disbursements grew by 16.33 percent to Rs. 70.87 billion o

vis-a-vis 2014/15. .

» For the first time in the history of the Company and NBFI 0000

1o . O 60,000

= sector monthly disbursements topped Rs. 8 billion in 10000

= March 2016. 30'000
ﬁ» > Highest disbursements were recorded by Matara branch '

3 followed by the Kandy branch. 20,000

0 10,000

e 0

2 2
14/15 15/16

» Other sector including loans accounted to 46.87 percent
Sector Wise whereas service sector continued to take up a share

B Agriculture of 31.11 percent utilising the potential in the growing

é 47% ] — 31% @ Construction sector.

= M Industry > Disbursements to trading and transport sectors
5 B oners accounted to Rs. 6,707.67 million and Rs. 5,846.89
bt M Trading million respectively.

n

M Transport

1%
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Lease, Hire Purchase & Loan
Performance Snapshot - 2015/16

Product Wise » Leasing disbursements remained dominant, accounting
for 57.70 percent of the total and posted 20.64 percent
x — 58% increase to reach Rs. 40,893.38 million.
% » Term loans disbursement posted 72.21 percent growth
é ) to Rs. 28,064.88 million with a share of 39.60 percent.
o % — = beuarsaz/alﬂgah » There were no disbursements under hire purchase,
e B Loans however three percent of disbursements related to
3% — Murabaha.
> Western province took up the largest share of Province Wise B Central
disbursements and grew by 12.78 percent to Rs. = Eastern
S North Central
é 32,372.58 million. . . 46% — B North Western
= | » Southern, Central and Uva provinces also continued to Northern
5 be dominant with a 13.79 percent, 10.26 percent and 6.43 M Sabaragamuwa
c . . 7% — B Sourthern
s percent share of the total disbursements respectively. H U
T —10% M Western
a 14% ———— 6%
5% 4%
2%
6%
. » The collections totalled to Rs. 87,800.43 million for the
NP Ratio . .
% 2015/16, representing a ratio of 95.36 percent.
20 > Due to the focused efforts in recovery function of the
- ) Company non-performing ratio improved to 1.55 percent
;—U 25 in 2015/16 from 2.72 percent in the preceding year.
3 2.0 > Notably, this was below the targeted ratio of 3.48 percent
§ 15 and well below the industry average ratio of 5.7 percent.
£ 10
0.5
0
14/15 15/16
> Total interest income earned amounted to Rs. 17,876.08 Interest Income
million in 2015/16, as against Rs. 19,247.62 million in Rs.Mn
2014/15. 14,000
» Out of the total interest income in 2015/16, finance 12,000
@ leases & hire purchases accounted for the largest share 10,000
% of 62.46 percent to record Rs. 11,165.78 million. 8,000
£ | » Interestincome from loans & other advances registered 6,000 _
E a growth of 22.33 percent to reach Rs. 3,698.89 million 4,000 u Finance lease &
QL . hire-purchase
< over the preceding year. 2,000 B Loans and other
< 0 advances
14/15 15/16
RC* Table - 3
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Islamic Finance
Performance Snapshot - 2015/16
Strategic Priorities
» Expand operations by setting up dedicated branches in strategic areas and build awareness on Islamic finance.
» Develop a specialised team with proficiency in extending Islamic finance services.
> Ensure compliance to Shari‘ah framework and with the regulations applicable to finance companies.
Key Actions
» Consolidated operations within the seven dedicated branches including the relocation of Puttalam and Kandy.
» Built team’s capacity with intense in-house training and extended specialised training for managers with certification from
First Global Academy.
> Recruited 21 qualified professionals to the Islamic finance team.
> Operations were duly audited and compliance certification in place under Shari'ah guidelines.
Portfolio Vs Disbursements > The lending portfolio stood at Rs. 7,664.59 million as at
£ Rs.Mn 31st March 2016.
g 8,000 > Portfolio grew by 31.30 percent over the previous year-
@ 7,000 end, whereas disbursements grew by 35.62 percent to
E 6,000 Rs. 5,175.33 million over 2014/15.
g iggg » Best performing branch was Union Place taking up
g 3:000 34.90 percent share of disbursements followed by Kandy
o 2,000 Al-safa.
2 1,000 B Portfolio > With a recovery ratio of 97 percent, non-performing ratio
E 0 - - W Disbursements decl@ned to 0.97 percent compared to 1.63 percent in the
a previous year.
= | » ljarah continued to lead the lending portfolio with the Product Wise Disbursements
E highest share, 47.18 percent of the total disbursements.
S | » ljarah posted a growth of 114.12 percent vis-a-vis 16% — 7%
3 2014/15.
%3 » Murabaha instruments accounted for 36.89 percent of
.TE the total. = E:Jf:baha
g . M Trading Murabaha
Deposit Mix > Deposits marginally increased to Rs. 1,966.20 million.
» The Mudharabah fixed deposit base remained dominant
P 90% — taking up 89.73 percent share of the total funds
@ generated.
Q.
a B Mudharabah
FDs
M Mudharabah
10% Savings
» Income from Islamic finance increased to Rs. 838.62 Income from Islamic Finance
- million in 2015/16 compared to Rs. 769.62 million in Rs. Mn
= 2014/15. 900
:r-ﬁ > ljarah posting a significant growth of 23.31 percent reach 800
5 Rs. 342.07 million. 700
; > BBA the highest contributor to income amounted to Rs. ggg
i 395.55 million in 2015/16. 400
E | » The asset base increased by 26.11 percent and 300 _ o
2 maintained a healthy financial position as at 31st March 200 W Profit Margin - ljarah
- 100 W Profit Margin - BBA
2016. 0 M Profit Margin - Murabaha
14/15 15/16

RC* Table - 4
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Deposits
Performance Snapshot - 2015/16

Strategic Priorities

> Inculcate the habit of savings amongst the public particularly targeting the rural masses.

» Aggressively promote savings products especially within the periphery and target minor savings to grow the low cost and
long term funding base.

> Drive to gain a greater share in fixed deposits, subject to the monetary policy, liquidity levels and the sensitivity towards the
maturity mismatches between assets and liabilities.

Key Actions

» Carried out four awareness building and savings product promotions targeting 2,500 customers in 24 districts.
> The total investment on palmtops to facilitate mobile savings operations was Rs. 3.71 million.

Deposit Portfolio Vs Depositors » 20,699 new deposit relationships were established out of
0 Number Rs. Mn which 18,942 are saving deposit holders.
e 180,000 40,000 > Total deposit base reflects a slight decline of 0.75
é 160,000 35,000 percent compared to previous year. The Company did
2 Egggg 30,000 not promote deposits as a funding source due to the
@ mg:g()[) 25,000 availability to of other low cost funding sources.
5 80000 20,000
S 40,000 15,000
= 40,000 10,000
s 20,000 5000 [ Total Depositors
0 0 — Deposit Portfolio
14/15 15/16
» Funds mobilised by savings which represent over 14 Deposit Mix
g percent of the portfolio reached to Rs. 4,425.74 million.
S | » Funds mobilised by fixed deposits represented a 85.53 86% -
3 percent of deposit portfolio with a value of Rs. 29,410.69
g million. u
FD
e B Savings
14%
Savings Portfolio Mix > During the year, contribution of Senior Citizens to the
total savings portfolio increased to 51.25 percent due to
1% — ’7 1% the high interest rates offered to senior citizens as per
o B Micro the new regulation of the country.
= I Islamic > 'Super Savings' targeting age above 18 years customers
= M Senior .
& B Senchas accounted for 41.65 percent share of the savings
, B Super Savings portfolio.
i » Funds mobilised through mobile savings posted an
increase of 14.05 percent over 2014/15 to Rs. 1,019.03
million, offering easy accessibility to the customers.
» One to two years fixed deposits contributed to almost 85 Fixed Deposits
) percent of the fixed deposit portfolio mainly due to the
o customer preference towards short term deposits. 85% E—
Q. . .
2 > Above two years fixed deposits accounted for 15 percent
- share of the fixed deposit portfolio.
[}
L|>_j M 1-2Years
M Above 2 years
15%
RC¢ Table - 5
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Margin Trading
Performance Snapshot - 2015/16

Strategic Priorities

» Reinforce margin trading operations to avail the capital market opportunities.

» Target the wide customer base of PLC across the distribution channel with awareness building campaigns and strategic marketing.
» Recruit the necessary expertise to build a professional team.

» Train staff on margin trading operations including system and processes.

Key Actions

» Strengthened the team with due training on margin trading operations and on the capital market.

» Encouraged staff to take up capital market professional courses under the reimbursement scheme.

>

Completed an internal audit in compliance with the guidelines issued on margin trading by the Securities and Exchange

Commission of Sri Lanka.

o Portfolio Vs Customer Base » The customer base increased by 60.29 percent to reach
@ Rs. Mn Number 109 as at the year-end, becoming the largest within
o 4,000 120 margin trading segment.
g » The portfolio value as at the year-end reached to Rs.
2 3,000 % 3,574.74 million, posting an increase of 6.48 percent as
o .
3 2000 against 2014/15.
el
s 40
o 1,000
.do M Portfolio Value (Mn)
+ 0 = Customer Base
s 14/15 15/16
» Disbursements reached Rs. 1,596.46 million, Disbursements
corresponded to 14.73 percent increase vis-a-vis Rs. Mn
" 2014/15. 1,600
;EJ » The number of facilities processed did not meet the
£ expectations and disbursements were below target given 1200
& the slump in the capital market activity.
3 800
§o)
a 400
0
14/15 15/16
Customer Mix > High-net-worth and institutional clients accounted for
x the largest share of disbursements.
= 93% — > However, small to mid-range investors within the retail
E sector are high in numbers compared to high-net-worth
S and institutional clients.
o B Retail
a W High Net Worth
& Institutional
7%
> Interest income earned from margin trading activities Interest Income
increased by 37.43 percent over 2014/15 and represent Rs. Mn
° approximately one percent of the overall income of PLC. 180
S 160
S 140
= 120
I 100
% 80
b= 60
£ 40
20
0
14/15 15/16
RC* Table - 6
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Factoring
Performance Snapshot - 2015/16

Strategic Priorities

» Promote factoring, a variable rate asset to bring in diversification and to match the short term financing requirements.

» Invest strategically to strengthen the know-how and build capacity through training and tactical recruitments.

» Focus on risk management with effective dialogue and consultations with the risk department and Integrated Risk
Management Committee.

Key Actions
» Factoring was launched as a new product on 12th November, 2015.

» New department was established dedicated to carryout factoring services.
> Initiated a new system and processes to accommodate and streamline the factoring operations.
» Recruited specialised personnel to strengthen the team.
» Specialised training given to the departmental staff on product and risk assessment.
Customer Composition » The customer base stood at 14 as at the year-end
3 including small and medium enterprises and corporates.
r(mg 71% — > New product was more attractive to small and medium
@ enterprises as a short term financing means.
S
%
3 W sME

M High net worth
29%

> The portfolio value for the five months ended 31st Mach Portfolio Vs Disbursements
2016 stood at Rs. 177.48 million. Rs. Mn
> Disbursements for the five months in operation 200

touched Rs. 261.70 million, covering facilities of invoice
discounting, cheques discounting, invoice factoring, bill
discounting, and instrument discounting.

160
120
80

40
‘ L i W Portfolio
0 * M Disbursement

Nov-15 Dec-15 Jan-16 Feb-16 Mar-16

Portfolio and Disbursements

Factoring Income » Total income earned from factoring for the five months
Rs. 000 ended 31st March 2016 reached to Rs. 4.77 million.
® 3,000 > This total income mainly comprises of discounting
g 2,500 charges. In addition it comprises of administration
= 2,000 charges, legal fees and other charges.
d 1,500
[
[0}
2 1,000
500
0
Nov-15 Dec-15 Jan-16 Feb-16 Mar-16
RC¢ Table - 7
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SERVICE QUALITY

Positioning the organisation at the helm
in an overcrowded industry, we are
consistent and focused in our efforts

to ensure quality service and thereby,
build long standing relationships

with our customers. Our strategy

seeks to address this from a multi-
dimensional perspective: harnessing
employee ‘empathy’ in their approach to
customers through focused training and
empowerment; extending an enabling
platform for transactions with latest
systems, processes and value-added

IT solutions; engaging and responding
to customers on their feedback to
better the service quality; and positively
address and manage complaints

to regain goodwill and retain their
relationships.

Employee Training
Refer: Human Capital, Pages:82-94

Our employees hold the key to good
customer service. They have the power

of nurturing relationships and defining
the strength of our customer base. Due
investments are therefore made to ensure
that our employees across the board are
well attuned to our customer-centric
strategy. They are intensely trained and
empowered to extend the best in service
for a positive customer experience. In the
year under review, 1,381 of our employees
including the new recruits were given
39,802 hours of formal training including
customer service training.

Leveraging on Technology
Refer: Intellectual Capital, Pages 116-
121

Responding to the rapidly changing
customer perceptions and business

and lifestyle trends, we have given
strategic precedence to bring in the most
appropriate technology to meet diverse
customer requirements with speed and
flexibility. We invest well on our systems
and processes and add value to our
products and services using the latest
moabile apps, e-transactions and online
interactions through our official website
and our 24x7 call centre.

Customer Satisfaction & Feedback

In line with our customer-focused
approach, we give top priority to engage
and closely monitor customer feedback
and their satisfaction levels. We seek

to ascertain both the formal feedback
from structured surveys carried out
periodically and informal feedback from
day-to-day customer interactions. The
findings from such engagements are
taken up for deliberations at the monthly
staff meetings, management meetings
and if the necessity arises, at the Board
level.

In the reporting year, we did not
commission a formal customer
satisfaction survey. However, the
findings ascertained from the surveys
carried out in the preceding two years
which together with the findings from
three-phased ‘Stakeholder Engagement
Process —carried out and completed
in the year by M/s Sting Consultants—
supported the management in their
decision making process. The findings
were of particular significance in our
efforts to formulate the three-year
Strategic Plan 2015-2018.

Complementing, the branches continued
to organise customer networking events
which gave an ideal forum for officers
and the management to appreciate and
reward loyal customers whilst fortifying
relationship ties and obtaining critical
feedback on the product, quality and
standards. In the reporting year, 55
branches organised such events with
the participation of a total of 2,943
customers.

Complaints Management

We have a structured customer
complaint management process which
comes under the purview of our Deputy
General Manager - Operations. The
complaints can be lodged through
formal correspondence or at one-
to-one meetings with the staff and
management. The dedicated 24-hour
hot line call service along with well-
trained customer service representatives
complements this process.

Once a compliant is lodged, relevant
officers, managers and even the

Chief Executive Officer are engaged
for mediation and corrective action

to restore the goodwill and customer
loyalty. If the internal mechanism is
unsuccessful at grievance redressal,
the complaint is formally forwarded to
the Financial Ombudsman or to our
regulator, the Central Bank of Sri Lanka
for their mediation.

In the reporting year, a total of 40
customer complaints were reported
through Financial Ombudsman and
CBSL for which the Company has duly
responded .

Customer Complaints - 2015/16

Channel Complaints
Handled (Number)
Financial 24
Ombudsman
Central Bank of 16
Sri Lanka
RCC Table - 8

MARKETING & COMMUNICATION

In a competitive landscape, marketing
and communication take up an essential
role in building and sustaining a strong
customer base, in turn, determining

the market positioning. This sets the
rationale to formulate a well-thought
out marketing strategy, carefully plan
and invest tactically to launch and carry
out effective branding and product
promotional campaigns and initiatives.

The approach to marketing and
communication is pragmatic, cost-
effective and relationship based.

The strategic focus is on the most
appropriate marketing tools that will
enable to optimise on brand presence
and the ‘top-of-the-mind’ recall. We
look at and follow through with ‘best-fit’
marketing campaigns and initiatives
which have a wider outreach and
greater power of influence on both the
existing and prospective customers.
This strategy is underlined by best
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practices, emulating responsibility,
integrity and impartiality—representing
true and unambiguous information in
all our communication materials and
campaigns.

Our operations at the head office take on
the responsibility of conceptualising and
implementing promotional and branding
campaigns. This is generally carried out
in collaboration with the operations at
the branch level. The Internal Audit and
the Compliance office ensure that the
marketing and communication initiatives
meet product-specific disclosures and
compliance to contractual obligations,
legal and regulatory requirements. All
marketing campaigns are endorsed

by the Board of Directors which are
subsequently forwarded to the Central
Bank of Sri Lanka for concurrence prior
to implementation.

As at the reporting year, our Company
did not engage in unwarranted business
or promote banned or disputed products.
Incidents of non-compliance with
regulations with regard to marketing and
communication were not reported.

Marketing Strategy & Communication
Mix

Positive Word-of-Mouth

Public Relations

Print & Electronic Media Advertising
Events, Trade Fairs & Exhibitions
Billboard

E-Marketing

Direct Marketing

Roadshows

Street Promotions

Sponsorships

YVVYVYVYVYVYVYVYYVYY

Marketing
Communication

Our marketing strategy is formulated with an in-depth understanding of our customer
segments and the industry dynamics including the level of competition, propensity
for new entrants and industry performance trends. This leads to determining the
marketing communication mix along with due budgets for delivery. Our strategy is
more skewed towards the use of below-the-line measures mainly in the form of
direct marketing, road shows, street promotions and events. The reliance on above-
the-line measures are limited to advertisements and press releases on print media,
sponsorships on electronic media and billboards. Apart from these structured
initiatives, we also heavily rely on creating a ‘positive-word-of-mouth” which is widely
accepted to be the most cost effective and efficient form of brand communication.
This in effect stands as our foremost marketing communication strategy.

Marketing Initiatives - 2015/16

< Print Media - Advertisements & \

Advertorials y’ I

» Advertising on leading business magazines, targeting professionals, high-net-worth
individuals and corporates - LMD" and ‘Business Today'.

» Advertising on lifestyle magazines targeting mid to high-net-worth and international
customer segments - ‘Serendib” and "Living'.

» Press releases on national newspapers with a wide readership.

B

R o S A S eV 77

; Electronic Media - Sponsorships\~

|

» ‘Jana Jaya Mawatha’ - Sri Lanka Broadcasting Corporation carried out with
representatives from PLC.

» 'World News' - Sri Lanka Broadcasting Corporation.
» ‘Rupees & Cents’ - Independent Television Network.
» ‘Suratha’ - Independent Television Network. g
E R e T e 77

; Showcasing the Logo and Prod%
» Placed light board signage with logo and products in branches. g
E

; Product Promotions

\/

» Re-launched campaign for “Fast Track” for short-term financial solutions, with
below-the-line promotional material - leaflets, banners, pennants and short video
documentaries.

; Events & Exhibitions

\V4

> Official leasing partner at the ‘Build Sri Lanka (Construction and Regenerating Expo
2015) - organised by the Chamber of Construction Industry Sri Lanka, BMICH, 29-31 May
2015.

» Official sponsor and special promotions held at the 36th National Conference of
Chartered Accountants, BMICH, 4-6 November 2015.

PEOPLE'S LEASING & FINANCE PLC
ANNUAL REPORT 2015/16




66

OVERVIEW

OUR VALUE PROPOSITION

OUR STRATEGY

MD&A

CAPITAL MANAGEMENT

RELATIONSHIP CAPITAL »

PRODUCT RESPONSIBILITY

Our product delivery is responsible and
ethical. We are conscious, consistent and
focused in our efforts to adopt and follow
through best practices in business,
which stand critical in our approach
towards ensuring customer centricity.
Our strategy, therefore, gives high
priority to the engagement process with
proactive and well-planned measures

to prevent and protect customers

from unfair trading practices and
exposure to inappropriate products and
transactions—supporting us to maintain
customer confidence and trust.

Fair and Transparent Dealings

G4-PR3, PR4

As a responsible finance company,

we stand committed in our efforts

to be transparent and accountable

in our product offer. We consider it

our responsibility to ensure that our
customers are aware, understand and
make informed decisions on product
choices that ‘best-fit" their needs and the
risk-return profiles.

To this end, our ‘hands-on’ relationships
enable us to engage customers and
support them with right information,

due guidance and direction in their
decision making process. All facilities are
granted after a detailed evaluation of the
appropriateness of the facility granted in
terms of customers’ needs, their financial
capacity and the risks entailed in the
transaction and the products. Even after
granting, we support them to manage
their debt and their obligations, ensuring
that our customers will not fall in to over-
indebtedness and a state of distress. The
recoveries are also approached from a
humane perspective. Due considerations
are given for genuine defaults—interest
waivers and even re-schedule the capital
component of facilities.

Our staff from the officer level to

the manager is well informed and
trained, with necessary expertise to
support customers from an advisory
perspective. They are guided by the Code
of Conduct to ensure that they take this
responsibility with utmost respect and
seriousness.

We have in place comprehensive
communication material in the form of
leaflets and brochures which together
with our other marketing initiatives

on the print and electronic media
facilitate dissemination of product
information effectively and responsibly.
The information therein is clear, concise
and objective. All advertisements
relating to the rates on public funds are
validated by our regulator, the Central
Bank of Sri Lanka. The legal contracts
and other binding documentation
clearly indicate the facility terms, risks,
covenants and other legal implications
if and when a facility is signed-off and
made effective. In the reporting year, all
facilities granted were formalised legally
and we briefed our customers on the
documentation content and the binding
nature of the clauses therein.

Reinforcing our inclusive approach,
product information is published in all
three languages. This facilitates the
communication process with diverse
customers across the island. Multi-
lingual skills of some of our employees
and also community based recruitments
have enabled us to be interactive

and responsive to the needs of our
customers.

In the year under review, the Company
did not record any incidents of non-
compliance with regulations and
applicable codes with respect to product
and service information and labelling.

Building Financial Literacy

As a leading financial institution, we

are committed to advocate financial
literacy amongst the general public,
especially targeting the disadvantaged
communities with less access to
education and financial knowledge.
During the reporting year, our Company
organised several awareness building
programmes covering five districts and
reaching out to around 558 people. We
also extended sponsorship for financial
literacy building programmes on the
radio and television as mentioned under
‘Marketing Initiatives” including the
Jana Jaya Mawatha’ broadcast weekly
on Sri Lanka Broadcasting Corporation
and ‘Rupees and Cents’ televised on the
Independent Television Network.

Anti-Competition

Our ethical standpoint clearly shuns any
form of anti-competitive behaviour. We
do not advocate compromising practices
for mere short-term gains; and in effect,
supporting the regulator’s efforts to
establish a ‘level-playing-field" in the
industry. Our pricing is objectively set in
line with the country’s monetary policy
and the market trends. We do not drive
pricing as our point of differentiation

in promoting products and gain unfair
advantage in the industry. Instead, we
rely and leverage on our reputation,
branding, product and service strength to
support our marketing and promotional
initiatives.

In the reporting year, the Company
was not charged for and not subject to
legal action regarding anti-competitive
behaviour.

Anti-Corruption
Refer: Compliance Management,
Pages:212-213

Underscored by our Business Code

of Ethics, we have a well-established
mechanism to protect customers from
unethical business practices. Our
operating procedures are in place along
with sound internal controls to prevent
corrupt, unlawful and improper activities
and transactions. There is a formal
mechanism to investigate, redress and
take due disciplinary action for any
complaints or allegations related to
corruption. Internal auditors, Integrated
Risk Management Committee and the
Compliance officer are responsible to
engage all operational and back-office
departments across the organisation to
ensure that best practices prevail.

The staff is guided by the Code of
Conduct which is a blue-print for

all their day-to-day activities and
dealings with customers as well as
other stakeholders. The Code is well
internalised with periodic training,
employee meetings, staff circulars,
emails and the intranet. The induction
programme for new recruits entails a
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session on the Code of Conduct. The
formal whistle-blower mechanism which
is in place further supports this process.
This mechanism has established the
guidelines and procedure to report

on any alleged improper/illegal

activities and unethical practices;

with confidentiality and protection for
whistleblowers from harassment or
victimisation.

The Board also monitors this process
with periodic progress reports and
mediates in decision making, as the
case may require. Our regulators, the
Central Bank of Sri Lanka, the Colombo
Stock Exchange and the Securities and
Exchange Commission of Sri Lanka also
review and monitor good governance
and sound operational practices on a
periodic basis.

In the reporting year, no risks and
incidents related to corrupt practices
were reported from head office and
branch network.

Customer Privacy

Recognising our custodian role, we

are conscientious in our efforts to
ensure customer privacy, subject to the
applicable laws, rules and regulations.
We have a well-structured mechanism
with physical, electronic and procedural
safeguards to ensure that customer data
and information are protected, upholding
confidentiality.

We do not share customer information
with external parties, except with our
affiliated companies within the group,
intending to offer a total product
solution; this too is done with prior
notification and due permission

from customers. In turn, our sister
institutions are bound legally to maintain
confidentiality. Our Code of Business
Conduct and Ethics clearly sets out
our commitment to ensure customer
confidentiality. However, as a listed
finance company, we are subject to the
directives from the relevant statutory
and regulatory bodies including the
Central Bank of Sri Lanka, Securities

and Exchange Commission of Sri Lanka, Colombo Stock Exchange, Inland Revenue
Department and the Credit Information Bureau.

We also have in place a ‘Business Continuity Plan” along with a ‘Disaster Recovery
System’ to secure data and information. The ‘Document Management System’
supports disaster recovery with back-up and off-site storage facilities whilst
preventing modification of data through precautionary measures including authority
limits and audit trails. The system is duly audited for vulnerability by independent
auditors. Currently, we have the certification from Det Norske Veritas (DNV) for
information security management including customer privacy and data protection.

In the year under review, the Company did not report any complaints on breaches of
customer privacy or loss of customer data and information.

Product Portfolio Screening

Environmental & Social
Concerns

T
TN

] Screening Mechanism

........................................................ Seeeseettettetttittottetttittettttststettttststcsscsn

Regulatory Exclusion

Standard Operating
Compliance List

Procedures

BN RN

Environment Criteria Social Criteria

» Greenhouse gas emissions

» lIrresponsible disposal of
waste & effluents

» Destruction of biodiversity

» Money laundering

» Terrorism related activities
> llicit activities

» Child & forced labour

As a principled organisation, we fully recognise our responsibility to extend a
sustainable product offer, complying with applicable rules and regulations and in line
with our Standard Operating Procedure, underlined by our policies, practices and
procedures.

We have adopted a comprehensive precautionary mechanism to address
environmental and social impacts in both structuring products and delivery. We
follow through a systematic screening process where we identify and factor in key
environment and social issues in our engagement with customers. Clear guidelines
are set out to be taken in to consideration in carrying out technical evaluations

of credit facilities and monitoring until the settlement; carrying out due diligence
assessments, if and when required.

The exclusion list is made available to all staff to avoid relationships and transactions
with customers who are involved inillicit, unethical, and environmentally damaging
activities and businesses. Our staff is well trained to be attentive and monitor
customer profiles closely, whilst the contracts we enter with our customers

have clauses to address such risks. Our commitment to follow-up on "‘Know your
Customer’ policy and report on any transactions related to money laundering and
terrorism financing under the relevant laws further sets our case in this regard. In
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the reporting year, new recruits for
marketing were given training on the
screening process of customers as part
of their technical evaluation training.

Socially and Environmentally
Responsible Products

Refer: Natural Capital, Pages 105 to 115
Social Capital, Pages 97 to 104
Subsidiary Review, Pages 128 to 132

Green Friends Facility - 2015/16 ‘

Type of Energy | Number Value
Efficient of | [Rs.Mn)
Vehicle Facilities

| Hybrid Vehicles 689 | 2,021.13 |
Electrical 54 132.49
Vehicles

| Total 743 | 2,153.62
RCC Table - 9

As a finance company, we are primarily
engaged in extending leases and loans
to acquire motor vehicles for commercial
purposes as well as for personal use.
This takes up almost 87 percent of the
total portfolio. This line of business has
an indirect contribution to green-house-
gas emissions and thus, impact climate
change and global warming. However,
we have taken due precautions to ensure
that all necessary tests and documents
such as the vehicle emission certification
are in order prior to formalising and
extending facilities. Furthermore, as will
be discussed under the Environment
Section, we have taken firm measures
to manage the carbon footprint of our
operations. The ‘Green Friends’ product,
promoting facilities with preferential
terms for vehicles that are more energy
efficient, with lesser green-house gas
emissions supports our efforts to be
environmentally responsible.

Aside, this product segment also has

an indirect bearing on traffic congestion
and road accidents—considered to be a
growing social issue in the country. Our
efforts in carrying out community based
campaigns to educate the public on road
safety and discipline are positive steps in
supporting our commitment to product
responsibility.

Our social responsibility is also
demonstrated from our investment
exposure to microfinance, through

our fully owned subsidiary, People's
Microfinance Ltd. Over a short span

of 6 years, our microfinance arm has
developed a considerable customer
base of 41,308 amongst the un-bankable
communities—supporting them in their
micro enterprises and raising their
quality of life. The portfolio as at the
reporting year-end stood at Rs. 1,570
million with disbursements posting a
growth of 42.43 percent.

Active Ownership

Upholding responsibility, we take

an active ownership role in the
management of our five subsidiaries
within our group network. Our primary
aim is to ensure that our subsidiaries
create value whilst adopting and
following up on sustainable practices
with due consideration to social and
environmental impacts along with good
governance. Apart from giving good
returns on our investment, this supports
us to sustain our reputation within the
industry and to offer a total product
solution to our customers in line with
our corporate responsibility standpoint.

We have a fair representation in the
subsidiary Boards, enabling us to be
proactive in our operating engagement
and effectively influence and direct the
decision-making process. Our Standard
Procedure sets out the voting guidelines.
In the reporting year, we were active in
the decision making process and voted
responsibly to bring in best solutions

to projects and activities. This included
decisions on environmental and social
concerns, particularly, with regard to the
construction projects undertaken by the
People’s Leasing Property Development
Ltd and People’s Leasing Havelock
Properties Ltd.

Apart from the subsidiaries, we are
the managing company of the distress,
People’'s Merchant, duly appointed by
our regulator, the Central Bank of Sri
Lanka. We have been given 5 Board
seats for our stake of 37 percent which
we acquired in the reporting year along
with our parent, People’s Bank which

took up 50.16 percent share. However, in
the reporting year, we were not called to
use our voting rights covering decisions
concerning environmental and social
issues.

Compliance
Refer: Compliance Management, Pages
212t0 213

PLC in the reporting year was not subject
to fines for non-compliance with laws
and regulation with regard to products
and services and its delivery. The
Company was also not subject to fines
or non-monetary sanctions for non-
compliance with laws and regulations.
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RELATIONSHIP CAPITAL » SUPPLIERS

OVERVIEW
With the industry moving on to a more challenging platform, supply relationship management is increasingly becoming more
significant in determining a corporate’s competitive advantage and its strategic positioning. Recognising this, our Company

has taken concrete steps to be more proactive in its supplier engagement, seeking to build value-adding partnerships and
opening up mutually beneficial opportunities. The section herein will report on our approach to nurture responsible supplier
relationships along with our procurement practices and performance.

G4-21, 26, 27

MANAGEMENT APPROACH
Taking on a focal role in our efforts to deliver
a quality product, we expect all our suppliers

and partners to be well aligned to our mission = 2

and our strategic operational imperatives. Our

supplier selections and subsequently, maintaining Report Content - > Procurement practices

relationships, are subject to a stringent evaluation Materiality (GRI- G4) > Supplier assessment for labour practices
process with precedence given to specifications T » Supplier human rights assessment

including quality and cost. Our approach seeks to
optimise on our negotiation power to obtain the
best in procurement; sometimes, availing scale
advantages especially in terms of cost-benefits
through group-wide procurement. Most often, our
procurement with regard to administration and IT
infrastructure and software are carried out at a
collective level.

Management Approach

I
A

r

Conformance to Assessing Responsible Procurement
Specifications Practices Performance Monitoring
» Preference to Local » Supplier Assessments
Suppliers
Engagement
a .
Method Frequency Key Expectations
> Review meetings As and when required & Concerns
» Site visits As and when required
> Networking events Annually
> Se[f—gsses§ment Annually » Ethical procurement practices
questionnaire .
» Timely payments
» Support to develop the supplier
— chain
» Advocacy of best business
practices -
> Integrity and responsibility
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Our aim is to do business with responsible and like-minded suppliers who are willing to emulate our corporate values. We take a
collaborative approach, working closely with our selected suppliers, consider their key concerns in deciding our approach on them
and advocating best business practices and ethics in their operations. We are conscientious in our engagement and stable in our
monitoring process—seeking to ensure better contract performance, long term ties with suppliers and explore and build on future
opportunities.

Our efforts in effect have supported us to gain a strong supplier base to optimise on our value creation process, underlined by
sustainability. The ripple impact on the entire supplier chain is significant, reflecting well on the overall business community of the
country.

Supplier Spotlight -
FY 2015/16

AR

Our supplier We supported F Local supplier E
base stood to strengthen payments
at 22,633, : our supply E accounted for :
including chain, with 99.93% of the
11,332 new payments total payments.
suppliers. N reachingto |x
S Rs.51,816.43 R S
million, with
a growth of
; 8

\f 16.91percent. \f
Key Performance
Indicators

| For the F.Y 2015/16 | 2014/15 % Change |
‘ Suppliers/Procurement ‘
| Supplier base [Number) 22,633 20315 11.41 |
| Procurement expenditure (Rs. Mn] 51,816.43 44,323.35 16.91 |
| Local procurement expenditure (Rs. Mn) 51,778.57 44,318.67 16.83 |
‘ Foreign procurement expenditure (Rs. Mn) 37.86 4.68 708.97 ‘
RC* Table - 1
Supply Chain
Supplier Network 5
. . Waste
Utility Service Material Vehicle T hardware Building Manpower Cour.ler Management
Providers Suppliers Suppliers & Sof.tware SP?CE Suppliers Serylce Service
Providers Providers Providers Provider
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Our suppliers include general suppliers
and service providers. Our dealings are
diverse, covering a range of suppliers
across micro industries, small and
medium enterprises to multinational
corporates. As at the reporting year-
end, we have built relationships with

a supplier base of around 22,633 Our
payments to suppliers stood at Rs.
51,816.43 million, corresponding to
16.19 percent increase over the previous
year. Out of the total network, vehicle
suppliers of 22,004 accounted for 97.22
percent whilst taking up almost 97.74 of
the total payments.

CONFORMANCE TO SPECIFICATIONS
Procurement at PLC is well structured
and follows best practices. Major
procurement involving vehicles,
equipment and IT hardware and
software, is the responsibility of the
logistics department at the head office.
Minor procurement is decentralised—
handled directly at the branch level.
Selections are done, in most instances,
by a technical evaluation committee
based on the quality-cost method; whilst
the Tender Panel represented by five

to six members of the management
committee and chaired by the Deputy
General Manger - Operations, validates
the selection.

We are conscious and firm in ensuring
that all procurement conforms to

the required specifications—quality
standards, cost competitiveness, on-time
delivery, reliability and flexibility to adopt
current developments in their respective
market sectors. We also look for
conformance in terms of environmental
and social specifications in our selection
process.

General procurement is carried out
following the three-quotation method,
where quotations are called from the
long-Llist of recommended suppliers

for such procurement. We also call for
competitive proposals following well
accepted tender procedures, particularly
involving large scale and specialised
procurement.

Preference to Local Suppliers

Subject to basic evaluation criteria,

we also give preference as a policy, to
national suppliers over foreign suppliers.
Foreign suppliers are sourced only if the
local suppliers are unable to meet the
given procurement specifications. In the
reporting year, almost 99 percent of our
procurement expenses were accounted
for by the local suppliers. Foreign
suppliers were sourced primarily to
procure computer hardware and software,
which was less than one percent of the
total procurement expenses.

ASSESSING RESPONSIBLE PRACTICES

Supplier Assessment Criteria

\/

> Compliance to applicable laws
and regulations

» Compliance to relevant licenses,
certifications and standards

» Sustainable practices of
sourcing raw materials

> Social and environmental
impacts and mitigatory action

» Fair labour management
practices

We have over the years nurtured

a strong business reputation and
standing, enabling us to influence and
command best practices amongst

our suppliers in their value creation
process. We are careful and organised
in our supplier selection process and
subsequently, moving on towards
cementing long term relationships. We
ensure due diligence to screen their
values, practices and operations, with a
best-fit" with our own corporate ethos.
We ensure our suppliers to respond

to our self-assessment questionnaire
on their sustainability practices. Our
procurement contracts also include
covenants on sustainability and ethical
facets including best labour practices
and human rights clauses on child

labour, forced labour and discrimination
on prejudice.

In the reporting year, we continued to
pursue closer engagement and muster
their support to adopt sound business,
environmental and social management
practices. We collaborated well with
prioritised and significant suppliers
within the chain. We continued to assess
our suppliers through self-assessment
questionnaire covering the sustainability
criteria.

In the reporting year, we did not
record transactions or dealings with
unwarranted suppliers with a track
record on labour mismanagement and
human rights violations. Our suppliers
were not found to be discriminative

on social bias and against employees’
freedom of association and collective
bargaining.

PROCUREMENT MONITORING

Monitoring Indicators

\/

Cost benefits

Quality

Delivery

Certification and standards

YV VYVYY

At PLC, we are consistent in monitoring
the procurement process to be effective
and efficient. Supplier performance
indicators—pre-agreed in most cases,
and also included in procurement
contracts—are measured and evaluated
through regular review meetings. We
also carry out periodic site visits and do
desk reviews on supplier annual reports
including their financial statements to
be aware of any bottlenecks that may
hamper their delivery.
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OVERVIEW
Investors take up a primary role as a key stakeholder, paving the way for the organisation to progress and create value. They

are a key source of financial capital: equity capital and debt. This section seeks to address shareholder concerns and extends
additional information to support investors in their decision making process. This section also deals with the mandatory
disclosures that the Company has to comply as required by the relevant regulatory authorities.

MANAGEMENT APPROACH

In our approach to investor relations, we seek to be open and transparent in all our interactions with our shareholders and
potential shareholders; ensuring that their concerns are addressed appropriately, and in a timely manner. We have adopted a ‘four-
pronged approach’ which underscores investors’ key expectations and concerns, in turn, identified within the investor engagement
process. This process is continuous and consistent, enabling us to refine and shape our response to investors effectively and meet
their expectations.

[

Management Approach

<€

I
TN

Sustaining Informed Shareholder Wealth Respect the Rights of Adhering to Regulatory
Decision Making Maximisation Debt Security Holders Requirements

Engagement

Method Frequency Key Expectations

» Annual General Meeting Annually & Concerns

» Annual Report Annually

» Interim financial statements Quarterly

: gsgsgi;zugggit:r éigziqnu;red » Safeguard sustainable earning

» Corporate disclosures to CSE As required > E'LO;AL’:: financial returne
Q » Presentations & road shows As required — > Ex loitiyn rowth ooportunities

» Investor forums As required > Tirgel pg gnent of feiurns =

» Corporate affairs department As required > Enhar):ce \Zalue creation

> Stakefolder survey Annually » Integrity and responsibility

» Press releases As required

Investor Spotlight -

= FY 2015/16 =
Company WaéwE Highest shareNF Company’'s wE Rs. 1,974.83 Mn
abtg FO secureA|t5 price recorded third debenture was paid as E
position follow.mg < during the year E issue of E dividend during [~
the ch.anges n N under review [T Rs. 4 billion was [= the year. N
.S&P ori Lahka 20 was Rs. 26.50 oversubscribed.
index constituents ~ ~
made by S&P |~ N N N
Dow Jones N N N N

Indices at the
2015 annual index
rebalance. E

7

NN N
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SUPPLEMENTARY INFORMATION

Key Performance
Indicators

| For the F.Y \ 2015/16 | 2014/15 | % Change |
‘ Equity holders ‘
‘ Earnings per share - Company (Rs.) 2.75 2.38 15.55 ‘
| Dividend per share (Rs) 1.25 125 -
| Dividend pay-out [DP) (%) 45.43 52.62 (7.19) |
| Dividend yield (DY) (%) 781 5.66 215 |
| Dividend cover (Times) 2.20 1.90 15.79 |
‘ Net asset value per share (NAVPS) (Rs.] 14.41 13.38 7.70 ‘
| Price earning [PE) (Times] 5.82 9.30 (37.42) |
| Price to book value (PBV) (Times) 111 1.65 (32.73) |
| Return on equity (%) 19.80 18.61 119 |
| Earnings growth (%) 15.84 20.14 (43|
‘ Debt holders ‘
| Debt to equity ratio (Times) 2.67 2.36 13.14 |
‘ Interest cover (Times) 1.77 1.58 12.03 ‘
| Current/quick ratio (Times) 0.85 0.93 0.09) |
RC'Table - 1

Credit Ratings g Equity Holders E Debt Holders g
s R K

'AA-"(lka) stable by Fitch Ratings Lanka
Limited

‘B+/B' outlook negative by Standard &
Poor’s Rating Services

‘B’ outlook negative by Fitch Ratings
International

e T T e T o e A Pt A Fe PP A P P A o

No. of shares - 1,579.86 Mn

No. of shareholders- 9,407

Non resident shareholders- 0.73%
Public shareholding- 25%

Dividend payout- 45.43%

Share price decreased by 27.60%

PLC market capitalisation ranking- 24th
position (NBFI)

YVVYVYVYVYVYY

» Raised Rs. 6 Bn through debentures
» No: of debenture holders - 416

» Rated AA- by Fitch Ratings

» Total listed debentures issued - 3

T T e P R o P P A P A P B R T A T

T e A e e o T P P A T Ay b e B P ot
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SUSTAINING INFORMED DECISION MAKING

We have always been committed to uphold sound investor relations. We value our existing and potential investors and we recognise
the significance of being timely in extending our disclosures of market sensitive information. This is vital to build investor
confidence. The macroeconomic factors relevant to investors for effective decision making are set out in the table below:

‘ Macroeconomic Factors

| Factor/variable |

Movement

Remarks

All Share Price
Index

Decreased by 12.33% and closed at 6,071.88

capitalisation

‘ S&P SL 20 Decreased by 20.22% and closed at 3,204.44
Market Market capitalisation decreased by 10.55% and reached to
capitalisation Rs. 2,586.15 billion while the BFIS capitalisation increased /
& BFIS decreased to Rs. 618.25 billion.

Total Market Cap Vs Sector Market Cap
Rs. Bn
3,500

LA

0

| Movement in

=3

Capitalisation

15-Apr
15-May
15-Jun
15-Jul
15-Aug
15-Sep
15-Oct
15-Nov
15-Dec
16-Jan
16-Feb
16-Mar

During the year under review, the country’s
overall share market performance remained
sluggish due to changes in tariffs and taxes
(super gain tax) and proposed changes
(capital gain tax, VAT), country’s credit rating
downgraded and followed a depreciating
trend of the Sri Lankan rupee against the US
dollar. Investors expressed mixed sentiments
as they waited for clear policy directives and
political stability.

Foreign inflows

Total Equity Turnover Vs foreign Equity Turnover

Rs. Mn

40,000
30,000
20,000
M Total Equity
10,000 turnover
== Foreign equity
0 turnover
E—— = a 5 z o o
283338828358 ¢
ER A R G R

During the year, foreign outflows increased
as foreign investors exited risk assets amid
concerns over the country’'s economic growth
and rising bond yields. The anticipated hike

in the US interest rates instigated foreign
investors to move out of the domestic market.

The Central Bank of Sri Lanka shifted

Interest AWPLR A 3.04%
movement 8.87% as at 31st March 2016 towards higher interest rates during the third
quarter; paving the way for investors to reach
SLIBOR A 2.18% out to conventional investments and thus,
10.12% as at 31st March 2016 causing the indices to move downwards.
Investor London, Ziirich Several foreign investor forums were held:
Forums London and Zirich with the view to attract
foreign investors to the county as well as
to promote the Colombo Stock Exchange
internationally.
No. of listed Listed - 2 The Colombo Stock Exchange has 294 companies
companies De- listed - 1 representing 20 business sectors as at 29th
March 2016.
RC' Table - 2

Source: Information extracted from the CSE data library and CBSL website
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Movement in Market Ratios Comparison of Key Ratios '
As at March 2016, the market price
WHi=S % earnings ratio (PE) and the market
25 30 price to book value (PBV] declined to

9.30 times and 1.24 times respectively

25
20 M compared to the previous year. This was
\ 2.0

due to the lack of investor confidence

18 in the market. The frequent changes in
10 government policies set the backdrop
10 for retail investors to withdraw whilst

inciting greater foreign outflows. Market

05
dividend yield increased by 14.81 percent
0 0 to reach 3.10 percent. Sector ratios
15-Apr 15-May 15-Jun 15-Jul 15-Aug 15-Sep 15-Oct 15-Nov 15-Dec 16-Jan 16-Feb 16-Mar trailed due to negative market conditions

— Market PE — Market PBV —Dividend Yield that prevailed during the year.

. However, market sentiments are tipped
BF&l Sector Ratios to steadily improve, particularly, given

Times % the proposed mega projects that have

been lined up by the government in the

near future.

o~
(]
2]

=
o
o

~

25 SHAREHOLDER WEALTH
0 20 MAXIMISATION
g 0 We are focused in our efforts to create
6 wealth for our shareholders, which
4 10 we strive to do without compromising
2 0.5 the needs of our other stakeholders.
0 0 We follow a consistent dividend policy,
enabling investors a sound return on
15-Apr 15-May 15-Jun 15-Jul 15-Aug 15-Sep 15-Oct 15-Nov 15-Dec 16-Jan 16-Feb 16-Mar their investment; investors can also gain
— Market PE == Market PBV —Dividend Yield a return through capitals gains.
PLC Share Price Movement The PLC Share
o, The issued ordinary shares of People’s
” Leasing & Finance PLC are listed on
the Colombo Stock Exchange. Stock
27 Exchange code for People’s Leasing &
25 Finance PLC shares is 'PLC’. The audited
. statement of profit or loss for the year
ended 31st March 2016 and the audited
Z statement of financial position as at date
19 will be submitted to the Colombo Stock
17 Exchange within three months from the
" reporting date.
15-Apr 15-May 15-Jun 15-Jul 15-Aug 15-Sep 15-Oct 15-Nov 15-Dec 16-Jan 16-Feb 16-Mar As at 31st March 2016, PLC share closed
) ! at Rs. 16.00 indicating a drop of 38.13
M High M Low — Closing . .
percent in contrast to the corresponding
year, with a high of Rs. 26.50 (05th
PLC’s Market Capitalisation January 2016) and a low of Rs. 15.40
Rs. Mn (09th March 2016). The decline was
i in line with the global and local share
i market plunge.
22553 Trading 3,964 million shares, the
J— Company shares contributed Rs. 610.15
20:000 million towards CSE'’s total equity. Daily
G average turnover increased by 69.29
10,000 percent to record at Rs. 57 million for
5,000 the year ended 31st March 2016. PLC's

market capitalisation stood at Rs. 25.28

billion in the same period; standing at
15-Apr 15-May 15-Jun 15-Jul 15-Aug 15-Sep 15-Oct 15-Nov 15-Dec 16-Jan 16-Feb 16-Mar the 24th position
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‘ Market Share Information ‘

\ | 2015/16 | Q4 a3 Q2 Q1|  2014/15 |
‘ Share price (Rs.) ‘ ‘
‘ Highest 26.50 18.30 23.00 26.50 24.90 28.00
‘ Lowest 15.40 15.40 20.40 21.90 22.30 14.20
‘ Closing 16.00 16.00 22.00 21.90 23.30 22.10
‘ No. of transactions 13,624 1,928 4,431 3,799 3,466 24,952
‘ No. of shares traded (Mn) 124.38 17.20 41.73 41.50 23.95 366.11
‘ Shares traded to total shares (%) 7.88 1.09 2.64 2.63 1.52 23.17
‘ Turnover (Rs. Mn ] 2,732.45 280.11 896.81 991.86 563.67 8,046.83
‘ PLC turnover to total market turnover (%) 15.71 1.56 4.38 6.26 3.51 2.27
‘ No. of days traded 203.00 20 61 63 59 239.00
‘ Average daily turnover (Rs. Mn) 57.00 14.01 17.70 15.74 9.55 33.67
‘ Market capitalisation - CSE (MC)(Rs. Bn) 2,586.15 2,586.15 2,937.10 2,990.81 2,983.02 2,891.17
‘ Market capitalisation - PLC[MC)(Rs. Bn) 25.28 25.28 34.79 34.60 36.81 34.91
‘ PLC MC to CSE MC (%] 0.98 0.98 1.18 1.16 1.23 1.21
‘ PLC market capitalisation ranking 24 24 21 22 20 19
RC'Table - 3
Financial Analysis PLC Turnover
The Company and Group posted an
outstanding year, with sound results el
amidst the challenges that prevailed in e
the macro economy. Accordingly, our 500
key performance indicators trended 400
upwards.
300

Earnings 200
PLC posted a PAT of Rs. 4,347.35 million
during the year ended 31st March 2016, 100
reflecting an impressive increase of 0
15.84 percent. Earnings per share (EPS) s % s 3 - 3 g s 3 &

. . < = = < %] Q =z o - (i =
saw a 15.55 percent increase, reaching © w © e © © © © © ° 2 R

to Rs. 2.75 compared to the previous
financial year whilst the price earnings

(PE] ratio stood at 5.82 times during the Movement in DPS & EPS

financial year, compared to 9.30 times Rs.

recorded in the previous year. 3
2.5

Dividends

The Company paid a sum of Rs. 789.93 2

million and Rs. 1,184.90 as the final 15

dividend for the financial year 2015/16
and interim dividend for the current year

respectively. Dividend yield picked up by 0.5
2.15 percent compared to the previous 0
year due to the decrease in market price. 14/15 15/16
PLC maintained a sound dividend payout
. M EPS
ratio. B DPS
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Share Capital
During the year, PLC's total ordinary shares remained unchanged at 1,579.86 million while total equity capital grew to Rs. 22,771.87
million against Rs. 21,135.79 million in the preceding year due to the increase in reserves in line with the Company’s improved profit.

Information on Movement in Number of Shares Represented by Stated Capital \

Year No of Shares at the | Addition/(Redeem) of Shares Cumulative Shares at the | Issued Capital at the
ended Beginning of the Financial During the Financial Year end of the Financial Year | end of the Financial
Year Year (Rs.)
Ordinary Preference Ordinary Preference Ordinary Preference
Share Shares Share Shares Share Shares
| 1995/96 2 - - - 2 - 20 |
1 1996/97 2 - - - 2 - 20 |
‘ 1997/98 2 - 2,500,000 - 2,500,002 - 25,000,020 ‘
‘ 1998/99 2,500,002 - - = 2,500,002 - 25,000,020 ‘
‘ 1999/00 2,500,002 - 1,500,000 - 4,000,002 - 40,000,020 ‘
1 2000/01 | 4,000,002 - 2,000,006 - 6,000,008 - 60,000,080 |
| 2001/02 6,000,008 - 4,000,000 -] 10,000,008 - 1,000,000,080 |
‘ 2002/03 10,000,008 - - - 10,000,008 - 1,000,000,080 ‘
‘ 2003/04 10,000,008 - 10,000,000 50,000,000 20,000,008 50,000,000 700,000,080 ‘
‘ 2004/05 20,000,008 50,000,000 - - 20,000,008 50,000,000 700,000,080 ‘
‘ 2005/06 20,000,008 50,000,000 30,000,000 - 50,000,008 50,000,000 1,000,000,080 ‘
‘ 2006/07 ‘ 50,000,008 50,000,000 - ‘ (5,000,000 ‘ 50,000,008 45,000,000 950,000,080 ‘
‘ 2007/08 50,000,008 45,000,000 - (10,000,000]) 50,000,008 35,000,000 850,000,080 ‘
‘ 2008/09 50,000,008 35,000,000 - 90,000,000 50,000,008 125,000,000 1,850,000,080 ‘
‘ 2009/10 50,000,008 125,000,000 - (10,000,000 50,000,008 115,000,000 1,850,000,080 ‘
‘ 2010/11 50,000,008 115,000,000 - (10,000,000 50,000,008 105,000,000 1,850,000,080 ‘
‘ 2011/12 50,000,008 105,000,000 | 1,510,000,152 (15,000,000) | 1,560,000,160 90,000,000 12,958,000,800 ‘
‘ 2012/13 | 1,560,000,160 90,000,000 - (20,000,000) | 1,560,000,160 70,000,000 12,736,073,308 ‘
‘ 2013/14 ‘ 1,560,000,160 70,000,000 19.862,322 ‘ (20,000,000 ‘ 1,579,862,482 50,000,000 12,736,073,308 ‘
‘ 2014/15 | 1,579,862,482 50,000,000 - (20,000,000) | 1,579,862,482 30,000,000 12,936,073,308 ‘
‘ 2015/16 | 1,579,862,482 30,000,000 - (20,000,000) | 1,579,862,482 10,000,000 13,136,073,308 ‘

RC Table - 4

RESPECT RIGHTS OF DEBT SECURITY HOLDERS

The Company follows a comprehensive continuous disclosure procedure with debt security holders to protect and facilitate their
rights. This in turn helps debt security holders to make better decisions. Moreover, PLC ensures all its debt security holders’
payments are made timely, thus, building and maintaining increased confidence placed on the Company. This was evident by
the recent debenture issue which was oversubscribed on the first day itself. The debentures are also structured with attractive
features, seeking to cater to the requirements of debt security holders.

PLC Debenture

The Company issued 40 million listed, rated, senior, unsecured and redeemable debentures of Rs. 100 each, with an option to
issue up to a further 20 million debentures in the event of an over subscription; listed on the debt securities main board of the CSE;
rated AA- by Fitch Ratings. The issue was oversubscribed on the opening day, thus, proving to be a smart investment plan for most
of the investors. The proceeds were raised for working capital purposes; to minimise interest rate risks, the gap exposure in the
Company’s asset and liability portfolio and facilitate future expansion of operations.

The public issue during the year offered investors two opportunities in the form of Type A and Type B. Type A with an interest rate of
9.60 percent payable semi- annually with a maturity of 48 months whereas Type B was 9.95 percent interest payable annually with a
maturity of 60 months.
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Debenture - Market Information ‘

Type 2015/16 2014/15 \
Option | Option | Option | Type Type Type Type | Option | Option | Option | Type Type
1 2 3 A B A B 1 2 3 A B
Tenure 4 years | Syears | Syears | 3years | 4years | 4years | Syears | 4years | Syears | Syears | 3years | 4years ‘
Issue date 13- 13- 13- 14-Sep | 14-Sep | Nov-15 | Nov-15 | 13- 13- 13- 14-Sep | 14-Sep
Mar Mar Mar Mar Mar Mar
Maturity date 17- 18- 18- 17-Sep | 18-Sep | Nov-19 | Nov-20 | 17- 18- 18- 17-Sep | 18-Sep
Mar Mar Mar Mar Mar Mar
‘ Interest rate Fixed Fixed Fixed Fixed Fixed Fixed Fixed Fixed Fixed Fixed Fixed Fixed ‘
‘ Coupon rate (%) 16.50 16.75 17.00 | 8.75 9.63 9.60 9.65 16.50 16.75 17.00 | 8.75 9.63 ‘

Effective annual yield 17.18 17.45 17.00 | 8.75 9.63 9.83 9.95 17.18 17.45 17.00 | 8.75 9.63
(%)

Interest rate 10.60 | 8.00 8.00 8.50 10.60 | 8.91 9.79 10.60 | 8.00 8.00 8.50 10.60
comparable
governmentsecurity
(%)

Frequency of interest Semi Semi Semi Semi Semi
payable Annual | Annual | Annual | Annual | Annual | Annual | Annual | Annual | Annual | Annual | Annual | Annual
| Rating AA(-Jby Fitch Ratings Lanka Limited |
‘ Amount (Rs. Mn) 1,987 1,584 2,430 1,800 1,200 1,987 1,584 2,430 1,800 1,200 ‘
~N ™ ~ o~ — N N ~N ™ ~ o~ —
— — — < Lo ¢ <« — — — ~ Lo
o~ o~ o~ ~N ~N N N o~ o~ o~ o~ ~N
— — — o~ o~ [m] [m)] — — — o~ ~N
[m)] [m)] [m)] [m)] [m)] o~ o~ [m)] [m)] [m] [m)] [m)]
o~ o~ o~ o~ o~ o o o~ o~ o~ o~ o~
o~ o~ o~ o~ o~ jso] js2] o~ o~ o~ o~ o~
™ S} S0} ™ ™ 1= S S0} ™ ™ S} S0}
o o o o o o o o o o o o
< < < < < < 4 < < < < <
— — — — — — — — — — — —
‘ Market value (Rs.] ‘
| Highest | Has not been traded 11498 | 12435 | 12281 | 10191 | 10418 |
| Lowest | 111300 | 119.49 | 119.25 | 101.91 | 10000 |
‘ Closing 114.98 | 124.35 | 122.81 | 101.91 | 103.84 ‘
‘ Current yield (%) 14.35 13.46 13.84 8.85 9.26 9.60 9.65 14.35 13.46 13.84 8.85 9.26 ‘
‘ YTM (%) 10.34 8.34 8.35 8.00 8.35 9.60 9.65 10.34 8.34 8.35 8.00 8.35 ‘
RC' Table - 5
Solvency & Debt Caplltal . Solvency & Debt Capital
In the year under review, debt to equity
ratio stood at 2.67 times, a marginal Rs. Mn
increase of 13.56 percent. This was due 25,000
to increased borrowings that took place ,
in order to fund the rapid expansions 0.000
of the business. The Company's core 15,000
capital ratio and the total risk weighted
capital ratio stood at 19.56 percent and 10,000
18.14 percent respectively, maintained 5 000
well above the regulatory requirements '
of 5.00 percent and 10.00 percent. This 0
aptly demonstrates PLC's efforts to 13/14 14/15 15/16
ensure adequate capital to act as a W Share capital
buffer against future losses and risks. M Reserves

[ Total shareholders’ fund
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ADHERING TO REGULATORY REQUIREMENTS

Committed to comply with regulatory requirements, we ensure that our shareholders are well protected. As stipulated, our

disclosures are accurate and timely. Apart from the mandatory regulatory requirements, we disclose voluntary information to
support our investors to make informed decisions on the Company, whilst reinforcing the transparency of our business.

Analysis of Shareholders

Distribution of Ordinary Shareholders

31st March 2016

31st March 2015

No. of % | No. of Shares % No. of % | No. of Shares %
Shareholders Shareholders
Less than or equal to 1000 4,324 45.97 2,742,758 0.17 3,940 44.37 2,570,818 0.16 ‘
1,001 to 10,000 3,633 38.62 14,902,462 0.94 3,680 4144 14,864,696 0.94‘
10,001 to 100,000 1,211 12.87 37,902,324 2.40 1,034 11.64 30,038,515 1.90‘
100,001 to 1,000,000 209 2.22 60,169,158 3.81 195 2.20 51,536,900 3.26‘
Qver 1,000,000 30 0.32| 1,464,145,780 92.68 31 0.35| 1,480,851,553 93.74‘
Total 9,407 100.00| 1,579,862,482 100.00 8,880 100.00| 1,579,862,482 100.00‘
RC'Table - 6
Composition of Ordinary Shareholders \
31st March 2016 31st March 2015 ‘
No. of % | No. of Shares % No. of % | No. of Shares %
Shareholders Shareholders
Resident - Individuals 9,024 95.93 82,227,729 5.20 8,552 96.31 72,120,308 4.56‘
Resident - Institution 314 3.34| 1,359,568,393 86.06 257 2.89 | 1,338,515,803 84.72‘
Non Resident - Individuals 50 0.53 3,382,561 0.21 48 0.54 2,155,077 0.14‘
Non Resident - Institution 19 0.20 134,683,799 8.53 23 0.26 167,071,294 10.58‘
Total 9,407 100.00| 1,579,862,482 100.00 8,880 100.00| 1,579,862,482 100.00‘
RC' Table - 7
Composition of Shareholding as at 31st Resident & Non-Resident Public Holding
March 2015
Number % %
— 39% 12,000 80 30
10,000 L 25
60
8,000 - 20
6,000 40 15
4,000 & 10
20
2,000 5
M Less than or equal to 1000 10
M 1,001 to 10,000 0 0 0
I8 10,001 to 100,000 13/14 14/15 15/16 13/14 14/15 15/16
M 100,001 to 1,000,000
Over 1,000,000 l Resident
M Total

Public holdings

— Non Resident

The Company’s public holding as at 31st March 2016 stood at 9,394 which equaled to 24.82 percent. There were no significant

changes in the Company’s public holding compared to the previous year.
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Twenty largest shareholders

Our majority shareholder, People’'s Bank, continued to own 75 percent of the shares. As the largest and highest rated non-

bank financial institution in the country, with consistent and outstanding financial results, we were able to maintain our foreign
shareholding at 8.74 percent, although the country’s share market witnessed an influx of foreign outflows. The following table (RC'-
8] includes the twenty largest shareholders;

‘ Twenty Largest Shareholders ‘

No. | Name of the Shareholder ‘ 31st March 2016 ‘ 31st March 2015 ‘
‘ No: of Shares ‘ % ‘ Change Comments ‘ No: of Shares ‘ % ‘
‘ 1 People's Bank 1,184,896,862 | 75.00 - - 1,184,896,862 75.00 ‘
‘ 2 BNYM SA/NV-Neon Liberty Lorikeet Master Fund LP 63,069,853 | 3.99 1,750,426 - 61,319,427 3.88 ‘
‘ 3 Employee Provident Fund 59,430,552 3.76| 15,786,721 One position A 43,643,831 2.76 ‘
‘ 4 National Savings Bank 43,668,157 2.76| [(4,245,843) One position ¥ 47,914,000 3.03 ‘
5 CITIBANK NEWYORK S/A NORGES BANK ACCOUNT 2 21,775,303 1.38] 21,775,303 New entrant to - -
Top 20
6 HSBC INTL NOM LTD SSBT-Wasatch Frontier 11,792,986 | 0.75|(12,960,114) |  One position ¥ 24,753,100 1.57
Emerging Small Countries Fund
7 BANK OF CEYLON NO. 1 ACCOUNT 11,453,600 | 0.72 -1 One position ¥ 11,453,600 0.72
8 BNY-CF uffer Investment Funds:CF Ruffer Pacific 10,000,000 0.63 -1 Two positions A 10,000,000 0.63
Fund
9 Mellon Bank N.A. Frontier Market Opportunities 8,250,000 0.52| (1,900,000) - 10,150,000 0.64
Master Fund L.P
‘ 10 | AIA Insurance Lanka PLC A/C No. 07 5,476,721 0.35| (1,605,079) | Two positions A 7,081,800 0.45 ‘
|11 | Ceylon Investments PLC A/C #01 4,954,891 031 -| Three positions A | 4,954,891|  0.31]
‘ 12 | BNYM SA/NV-NLCF FUND LP 4,916,003 | 0.31]| (1,750,426) | One position A 6,666,429 0.42 ‘
13 | SRI LANKA INSURANCE CORPORATION LTD- 4,033,000 0.26| 4,033,000 New entrantto - -
GENERAL FUND Top 20
‘ 14 | Union Assurance PLC/NO-01A/C 3,821,672 0.24 - Three positions 3,821,672 0.24 ‘
15 | BNYM SA/NV-FRONTIER MARKET SELECT FUND Il 2,546,608 | 0.16| 2,546,608 | New entrant to - -
L.P. Top 20
16 | DEUTSCHE BANK AG AS TRUSTEE TO CANDOR 2,388,804 | 0.15| 2,.388804| New entrantto - -
GROWTH FUND Top 20
17 | Employees Trust Fund Board 2,356,087 | 0.15 - | Three positions A 2,356,087 0.15
18 | DEUTSCHE BANK AG AS TRUSTEE TO CANDOR 2,000,000 0.13| 2,000,000 New entrantto - -
OPPORTUNITIES FUND Top 20
19 | CB NY S/A Wasatch Frontier Emerging Small 1,993,679 | 0.13| (1,739,066) - 3,732,745 0.24
Countries CIT Fund
20 | CACEIS BANK LUXEMBOURG-INTEREFFEKT 1,887,743 | 0.12 1,887,743 | New entrant to - -
INVESTMENTS FUNDS N.V. Top 20
‘ Sub Total 1,450,712,521 | 91.82| 27,968,077 1,422,744,444 90.05‘
| | Other Shareholders 129,149,961|  8.18 157,118,038  9.95]
‘ Total 1,579,862,482 | 100.00 1,579,862,482 | 100.00 ‘
RC' Table - 8
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Directors’& CEOQ’s Shareholding

Position No: of Shares as at ‘
Name 31st March 2016 | 31st March 2015 |
Mr. Hemasiri Fernando [Appointed on 8th April 2015) Chairman — N/A ‘
Mr. M. P. Amirthanayagam (Appointed on 8th April 2015] Deputy Chairman 10,000 N/A ‘
Mr. J. P. Amaratunga (Appointed on 8th April 2015) Director — N/A ‘
Mr. N. V. Kumar Director 1,000,000 1,000,000 ‘
Mr. J. A. Fernando (Appointed on 8th April 2015] Director - N/A ‘
Mr. M. A. M. Rizwan [Appointed on 8th April 2015] Director - N/A ‘
Mr. R. M. Jayasena [Appointed on 7th May 2015) Director - N/A ‘
Dr. AL A.S. Gulamhusein (Appointed on 23rd July 2015) Director 110,000 N/A ‘
Mr. D. P. Kumarage CEO 683,258 464,158 ‘
Total 1,803,258 1,464,158 ‘

RC Table - 9

Subsidiary Impact
Refer Subsidiary Review, pages 128 to 132

During the year under review, the
subsidiaries of PLC contributed positively
to the consolidated results. People’s
Insurance PLC was listed on the
Colombo Stock Exchange on December
2015 with an IPO of Rs. 750 million.
However, People’s Leasing Havelock
Properties Limited did not commence
commercial operations which are
scheduled in the ensuing year. Further
details are included in the Subsidiary
Review.

Related Party Transactions Exceeding
10 Percent of the Equity or Five Percent
of the Total Assets of the Company.
There were no individual transactions
exceeding 10 percent of the equity or

5.0 percent of the total assets during
the year under review with any related
party of the Company. All related party
transactions at an aggregate level are
disclosed under Note 49 on pages 303 to
306 to the financial statements.

Employee Share Option Scheme
PLC has not structured an employee
share option scheme.

Material Foreseeable Risk Factor
Refer Risk Management, pages 214 to 233

Information pertaining to the material
foreseeable risk factors that require
disclosures as per Rule No. 7, 6 (vi)

of the Listing Rules of the CSE are
discussed in the section on Risk
Management.

Material issues - Employees and
Industrial Relations

There were no material issues pertaining
to employee and industrial relations
concerned to the company that occurred
during the year under review which
require disclosure as per Rule No. 7.6
(vii] of the Listing Rules of the CSE.

Inquires by Shareholders
Shareholders may, at any time,
contact the Company Secretary, to
direct questions/comments or request
for publicly available information. In
addition, a separate investor relations
function has been established at the
senior management level to assist
shareholders. A senior independent
director is also available to resolve major
issues that cannot be resolved through
normal channels.

Contact information
Monday to Friday

8.30 am to 4.45 pm
+94.11 2631631
Investor.relations@plc.lk

The Company Secretary

People’s Leasing & Finance PLC
1161, Maradana Road, Colombo 08,
Sri Lanka.

Valuable links

PLC share price, announcements,
financials, company profile, quotes,
charts.

Colombo Stock Exchange
http://wwe.cse.lk/

Fitch Ratings Lanka Ltd
http://www.fitchratings.lk/

Fitch Ratings International
https://www.fitchratings.com/

S&P Rating
https://www.standardandpoors.com/en_
US/web/guest/ratings/ratings-actions

CBSL [Weekly economic indicators)
http://www.cbsl.gov.lk/htm/english/_cei/
ei/e_1.asp

People’s Leasing & Finance PLC
www.plc.lk
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Our employees stand as the anchor of our organisation, underscoring the feats we have reached in our 20-year journey. Their
talent, dedication and professionalism continue to be our forte, supporting to drive our corporate strategy and plans. Therefore,
we are conscientious in our efforts to extend a dynamic and an empowered work environment for employees to develop their

skills and their careers, whilst securing our aspired goals. This section herein will shed light on our approach and on our
efforts to nurture and manage our workforce with best and acclaimed practices in human resources.

HUMAN RESOURCES POLICY

Our people will be motivated,

respected, ethical and responsible, = Em.plloyme”dt Sucatl
raining ana eaucation

empowered to be leaders and
entrepreneurs, to be individuals who
excel and teams that win, positioned
as the most sought after human
talent team within the corporate
milieu journeying towards the
unwavering vision of the organisation
and committed to achieve results
that will position them as the best
among the best.

Diversity, equal opportunity

Non-discrimination

Equal remuneration for women and men

Labour practices and human resources grievance
mechanism

» Labour management relations

» Occupational health and safety

» Security practices

» Human rights grievance mechanism

Report Content -
Materiality (GRI-G4)

YVVYVYVYVYY

| L

J Management Approach

Cadre Composition &

Recruitment Retention

Training & Development

Remuneration & rewards
Performance management

Internal training
Induction programme

Succession plan
Professional development
Employee wellbeing
Injuries & health Issue
Collective bargaining
Welfare

Grievances re-address
Employee productivity

External training
Security training

>
>
>
>

Operational guidelines
Code of Conduct

Staff meetings
Intranet

Company newsletter
Training evaluations
Performance appraisals
Networking events

VYVYVYY VY VYYVYVYYY

Open door policy interactions

Staff circulars, memos and e-mails

Welfare events and activities
Employee satisfaction surveys

Diversity

» Strength & categories » Best fit-to-fill policy >
» Gender » Community recruits >
> Age » Internal recruits & >
» Ethnic promotions >
» Regional >
>
>
>
Engagement >
— >

Method Frequency

Continuously
Continuously
As and when required
Periodically
Regularly
Regularly
Quarterly
Periodically
Annually
Periodically
Periodically
Periodically

Key Expectations
& Concerns

Recognition and reward
Focused training

Career progression

Work life balance and wellbeing

YV VY YVYY

Grievance handling mechanism
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MANAGEMENT APPROACH

Human resources (HR) management

is centralised at the head office,
encompassing the entirety of the

PLC network and thus, reinforcing

the synergistic benefits and cost
rationalisation. The HR department
guides and supports the line managers
at the branch level and the subsidiaries
to carry out administration and HR
functions in their respective business
units. Necessary advice, training,
systems support and other resources are
extended to enable the line managers
to be empowered to make strategic
decisions on new recruitments, training,
performance appraisals and address
their team’s grievances.

We are committed to uphold best
practices in HR management and respect
employee’s fundamental rights and
human rights across the organisation.
Our workplace values, policies and
practices are fully aligned to the country’s
labour laws, rules & regulations, whilst
complying with the International Labour
Standards and the Universal Declaration
of Principles of Human Rights.

Our four-pronged approach to HR capital
management is guided by the most
valued principle, ‘equal opportunity’.
Along this line, we are engaging with
them to understand their key concerns

People Spotlight -
2015/16

[
T

and expectations which in turn will
consider in reviewing our management
approach. We are committed to nurture
diversity within the workplace—to build
a versatile and a well-rounded cadre
with right skills, attitude and business
ethics. Our recruitment is strategic and
pragmatic, seeking to attract the best
and the most talented individuals in
the market; whilst giving precedence
to retain our employees in a highly
competitive industry through focused
and proactive measures including
employee training, recognition and
rewards for performance and enhancing
their wellbeing.

Clinched the\EIStrengthened\ Revised the\ Cotlaborated\E_TAwarded ) Sent hw
coveted Gold employee remuneration with PIM, incentives executive and
Award at benefits S structure AAT, Colombo  [© including management
the ‘People I~ including ~ through a Toastmasters overseas level staff
Development higher coverage salary survey and renowned trips to high on foreign
Award 2015 for for medical correspond to trainers to give a achievers. training to
best practices in |~ insurance and the findings of N rounded training [ India, Japan
HR, organised vehicle loan the employee to employees and Dubai.
by Sri Lanka scheme. satisfaction across the
Institute of survey. E head office and
Training & branches.
Key Performanc
Indicators
|For the F.Y \ 2015/16| 2014/15| % Change|
'Workforce ‘ ‘ ‘ ‘
|Employees (Number) | 1,834] 1,666] 10.08]
|Recruitment & Promotions \ \ \ \
|New recruitments (Number] 322 258 24.81|
|Employee promotions (Number] 846 521 62.38]
Attrition \
|Employee attrition (Number) 150 166 (9.64) |
| Retention rate (%) 91.43 89.76 1.67]
\Training & Development \
\Training hours 39,802 37,085 7.33\
| Training investment [Rs. Mn) 22.80 26.76 (14.80)]
\ Employee Remuneration & Welfare |
| Staff remuneration & benefits (Rs. Mn) | 1,807.02| 1,565.26| 15.45]
\ Occupational Health & Safety \ \ \ \
|Work related injuries (Number] | 6] 5] 20.00]
\ Employee Productivity \ \ \ |
|Value added per employee (Rs. Mn) | 1.03| 2.08] (50.48)]
| Profit after tax per employee (Rs. Mn] | 2.48] 2.32] 6.90]

HC Table - 1
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CADRE COMPOSITION & DIVERSITY

In the true spirit of equal opportunity,
we remain steadfast and strive to extend
an inclusive and collaborative workplace
for our valued employees, shunning
prejudicial and discriminatory practices
formed on race, creed, gender, age,
political ideology or on any other socio-
economic facet. Our HR policy clearly
sets out our commitment to foster
employee dignity, respect and equality.

Our aim is to build and nurture a
well-balanced workforce. To this end,

we are conscious of the necessity and
seek to embrace greater diversity,
particularly towards achieving a better
gender balance and greater ethnic
representation. This year under review,
89 female employees joined the cadre
which represents 27.64 percent of total
recruitments during the year. Currently,
we have in our service 14 empowered
female employees holding managerial
positions at the head office and at the
branch level. We also empowered 199
employees representing minority ethnic
communities, particularly, to strengthen
our Islamic finance operations.

In the year under review, we did not
record any incidences of discrimination
over socio-political and economic biases.
All facets of HR management including
recruitment, remuneration, rewards and
recognition as will be discussed in detail
in the ensuing sections were based on
performance merits. Grievance redressal
mechanism, among others, is in place to
protect employees from such incidents if
and when they occur in the future.

Cadre Composition & Diversity Facets - 2015/16

Cadre Strength

Number

2,000
1,500

1,000

Cadre Strength

500

0
14/15 15/16

> Reflecting the rapidly expanding operations, the
workforce grew by 10.08 percent to 1,834 as against
1,666 in 2014/15.

> Out of the total workforce, 1,575 representing 85.88
percent were employed on a permanent basis whilst the
balance was recruited on trainee and probationary basis.

> 1,297 employees presenting, over 70 percent of the total

200

o

14/15 15/16

- cadre falls under the non-executive category, mainly Employee Category
S employed as marketing and field officers. %
& > Asatthe year end, the total cadre comprises of 320 [ W Senior
3 ti h 112 belong to the line management management
3 executives whereas long g B Line managers
§ category and 30 to the senior management category. B Executives
S | » The balance 75 employees represent the minor staff B Non executives
a , W Minor staff
e category. 17%
w 6%
2%
Gender Analysis > Dominated by the field staff, the cadre remained skewed
Number towards male employees denoting 1,412 males to 422
" 1,600 females.
2 1400 > Out of the 1,170 total back office staff, 419 were females
7CU 1,200 which represent nearly 36 percent.
< 1,000 » 243 females recording 57.58 percent of the total female
L 800 employees have served the Company for more than
@ 600 three years.
o 400

W Male
M Female
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Cadre Composition & Diversity Facets - 2015/16

» Fair representation in age was maintained through a Age Analysis
good balance in expertise, stability and maturity of the
" senior staff along-side the dynamism of the ‘Gen Y’ 5%
2 employees. M > 60 years
© | » The majority of the workforce amounting to 1,014 = igig years
. -49 years
i individuals falls below the age of 29. W 30-39 years
X | » 612employees & 182 employees fall into the age group W <29 years
of 30-39 & 40-49 respectively.
» From the balance workforce 21 falling to 50-59 age
category whilst five are above the age of 60.
- Cadre Ethnicity > In line with the country’s ethnic trends, the cadre was
% skewed towards the Sinhalese.
z &% > The total cadre comprises of 1,635 Sinhalese while
% Tamils & Muslims totalled to 125 & 74 respectively.
:C)}_ = ?‘”ﬁ?tese > Tamils and Muslims representation of the total cadre
% ™ ,\,?Eltim has improved from 9.90 percent in the last year to 10.85
c percent.
=
w 4%
» Western province with 33 branches and the head Province 2015/16 2014/15
c office infl;{din? 3§7dBepart[nents employedAtheSF;’igOf;est, Central 158 148
2 accumulatin .
= gto employees representing Northern 62 57
= percent of the total cadre followed by Southern and North-Central 65 40
5 .
9 Central provinces. _ North-Western 10 103
:L} » The Company has given precedence for local sourcing Sabaragamuwa 90 7%
o of employees, however least number of employees are Uva 104 01
g recorded in Northern province. Western 973 783
> Eastern 91 87
o Southern 181 161
Total 1,834 1,666
HC Table - 2

RECRUITMENT

Recruitment at PLC is a well-planned, systematic and a competitive process, seeking to hire the right candidates mainly from
national universities and professional bodies with a best-fit to fill-in the open positions. The job descriptions for positions are
drawn with clear criteria for shortlisting, evaluations and selections based on qualifications, aptitude, experience, if required, and
positive personality traits; and thus, supporting to build a multi-disciplinary and a versatile workforce.

Being an inclusive employer, we also support community recruitments—if in line with the selection criteria—in the areas where
we operate. This strategy in effect has served us well, enabling our employees to build stronger ties, blend in well with the local
culture and be well-informed and responsive to extend a focused service to customers within the communities (HC Table - 3).

Internal Recruitments and Promotions

Limiting external recruitments to entry level and for specialised vacancies, we give priority to internal recruitments including
promotions, cross placements and transfers across the PLC group. This is done on a structured basis—carefully planned to balance
out the vacant job requirements with employee aspirations. Due training is offered within this process, supporting eligible employees
to take up their new job responsibilities with ease and competence. Performance evaluation scheme as will be discussed below plays
a key role in bringing transparency and accountability to this process.

In the reporting year, four cross placements and transfers across the Group came in to effect whilst 846 employees were promoted
across all employee categories. Out of the promotions, non-executives accounted for almost 75 percent whilst 19.15 percent were
female employees.
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Recruitment Facets - 2015/16

Recruitment & Promotions » Given the expansionary trends, new recAruitments
Number corresponded to 322 employees as against 258
900 recruitments in 2014/15, indicating almost 25 percent
2 800 increase over previous year.
£ Zgg > 846 promotions were certified recording 62.38 percent
= 500 increase over 521 promotions in 2014/15.
g 400 » From the total female employees 38.39 percent were
o ggg promoted during the year.
100 B New recruitments > The line management cadre has increased to 112 from 84
0 " y M Promotions personnels, mainly due to promotions within the Company.
14/15 15/16
> Out of the new recruits, 92.86 percent totalling to 299 Recruitment by Employee Category
> employees were absorbed in to the non-executive grade
S OF i - i i 93%
> m_aJorlty being m;rketlng and field officers. _ r B Senior
+ | » Minor staff recruitments have been doubled from five management
% to 11 when compared to the previous year and they = Ene ﬂ:_aﬂagers
. . xecutives
% relpresent three percent of the year's newlrecrmtments. B Non executives
2 | » Nine employees were recruited as executives whereas B Minor staff
LE two as line managers and one for the senior management
category. %
Recruitment by Gender » Out of the total recruitments male and female recruits
Number were 233 and 89 respectively.
w 250 » Female recruitments accounted for 27.64 percent of
ES 200 the total, representing a 11 percentage point increase
g compared to the previous year.
. 150 > Female recruitments present a growth of 102 percent
2 100 whereas male recruitment has grown by 9 percent
3 against the corresponding year.
50
M Male
0 M Female
14/15 15/16
» 302 employees denoting over 93 percent of the new Recruitment by Age
recruits fell under the less than 29-year age category.
Li > In general the Company give more priority to recruit A
Eu young generation. However during the year, the M > 60 years
< Company hired an individual aging between 50-59 and 19 = igig g:z
> individuals aging 30-39. B 30-39 years
<
M < 29 years
6% <1%
Province 2015/16 2014/15 | > Almost half of the new recruits_ accumulating to 16_1
Central 2% 25 personnels were sourced outside the Western province.
" Northern 10 15 | > We give concern to recru.it employees within the areas
g North-Central 1 7 where we operate, enabling us to better understand the
2 North-Western 22 16 local cultures. ) ) )
< Sabaragamuwa 1 9 | E_m_ployees were recr_wte_d from all nine provinces,
2 Uva 2% 1 giving reasonable weighting to each province.
'G%, Western 161 127 » When compared with the previous year the
o Eastern 18 13 recruitments of the Western province has improved
Southern 31 35 recording 26.77 percent growth rate.
Total 322 258
HC Table - 3
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RETENTION

Coping in an overcrowded industry, retaining our employees within the organisation
warrants careful planning and focused strategy & actions. Therefore, we remain
consistent in our efforts to nurture an enabling workplace where employees could
learn and grow their skills, gain experience and build solid careers. In this regard,

we closely engage our employees, ensuring employee wellbeing, performance based
recognition and rewards; strategic training opportunities; health and safety measures
and redressing their grievances.

People Development Award - 2015

Attrition Facets - 2015/16

Staff Turnover > The average staff turnover ratio of 8.57 percent (150
Number employees) recorded an improvement as compared
180 to the ratio of 10.24 percent (166 employees] as at the
o 150 preceding year-end.
e 0 » Thus retention rate has improved to almost 91.43
[ . .
e o percent from 89.76 percent recorded in the previous year.
5
3 60
30
0
14/15 15/16
» The turnover of executive staff and above categories Attrition by Employee Category
> were lower at 16 while non-executive category totalled to
S 85%
> 127 employees. . . ’7 B Senior
E » Seven employees of the minor staff category resigned management
duri th - M Line managers
o uring the year M Executives
Ef M Non executives
a M Minor staff
LE 10% 50
1%
Attrition by Gender > Turnover of female employees was lower at 25 whilst
Number male employee turnover was 125, representing 83.33
” 160 percent of the total staff turnover.
2 140 » The gender analysis of staff turnover exhibits a marginal
@ 120 change when compared with the previous year.
< 100
[
5 80
2
S 60
o 40
20 M Male
0 W Female
14/15 15/16
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\ Attrition Facets - 2015/16

» Higher staff turnover was recorded in the ‘Gen Y’ Attrition by Age Group
category of employees, below 29 years of age accounting 86%
o to 129 employees. o W > 60 years
= | » The second highest turnover was notified in the age M 50-59 years
j= category of 30-39, indicating 18 individuals while two in = gggg years
. - ears
% the age of 50-59 and one in the age of 40-49. H<2 y;/ars
1%
Province 2015/16 2014/15 | > The Western province recorded the highest turnover with
Central 1 9 76 employee re5|gnalt|ons and the lowest was recorded
" Northern 4 7 in the Northern province. -
'S | North-Central 7 g | > Howeverthe Qompany ha; been able tlo minimise the
T North-Western 13 8 staff turnover in each province e><(_:ept in Central, North
< western and Sabaragamuwa provinces.
= Sabaragamuwa 9 4
@
.5 Uva 10 10
4 Western 76 93
o Eastern " 12
Southern 9 14
Total 150 166
> Reflecting well on the strategies, over 58 percent of Service Analysis
the cadre amounting to 1,067 personnels fell under the Number
service category of above three years of service. 900
w | » 41.82percent of the cadre, 767 employees recorded 800
ES below three years of service against 719 employees in Zgg
g the previous year. 500
[} 400 M Senior management
; 300 M Line managers
@ 200 I Executives
%] 100 Il Non executives
0 M Minor staff
T3 o208
HC Table - 4

Retention after Maternity

Complying with the Shop and Office Employees Act, our female employees are entitled to take 84 working days and 42 days for
the third child. Female employees are also encouraged to take feeding entitlement of one hour after returning from maternity
leave. During the year under review, 24 employees went on maternity leave, corresponding to over 5 percent of the total female
employees. Out of those employees, 18 employees returned to work whilst six are currently on maternity leave (HC Table - 5).

\ Retention - After Maternity Leave \

| Description | 2015/16| 2014/15]

‘ Entitled for maternity leave 422 354

‘ On maternity leave 24 33

‘ Returned to work after maternity leave 18 26
Employed for the last 12 months after the returning from 31 28
maternity leave

HC Table - 5
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Remuneration & Rewards

G4-51, 52, LA2, LA13

Remuneration at PLC is formulated impartially based on the employee’s level of
competence and responsibility as per the given job description. Remuneration is on
par with industry standards and cost of living is factored in determining the revisions.
All allowances, rewards, incentives and bonuses are linked to performance both at the
team level and individually, ascertained during the bi-annual performance evaluations
as will be discussed in the ensuing section.

In the reporting year, the total expenditure on salaries and benefits to employees
posted an increase of 15.45 percent over the previous year to Rs. 1,807.02 million. For
high achievers, we extended bonuses above the market along with salary increments
and overseas trips.

We also maintained a balanced remuneration structure in terms of gender—the
average basic salary of female employees across categories were 75 percent of the
basic salary of male employees.

In the year, we initiated a market salary survey through a panel of external experts.
Thus we revised our salary scales for all employees based on their performance with
effect from April 2016.

‘ Permanent Employee Benefits ‘

‘ Key Benefits 2015/16 | 2014/15
Rs. Mn Rs. Mn

‘ Salaries, wages & bonus 1,118.99 1,034.05

| Overtime 32.93 30.69

‘ Leave encashment 27.96 24.15

‘ Allowances 125.10 120.67

‘ Medical expenditure 105.82 79.34

| Incentives 21959 | 155.09

‘ Interest support on housing loans 8.34 5.83

‘ Professional development 0.56 0.79

‘ Memberships in professional bodies 0.81 .85

‘ Health insurance 101.81 79.34

HC Table - 6

‘ Basic Salary Ratio - Gender - 2015/16 ‘

‘ Employee Category ‘ Male ‘ Female ‘

‘ Senior Manager ‘ 1.63 ‘ 1.00 ‘

| Line Manager | 113 | 1.00 |

| Executive 0.89 1.00

| Non Executive 1.00 1.00

| Minor Staff 1.00 1.00

‘ Average Salary Ratio 1.33 1.00

HC Table - 7

Defined Benefits and Contributions

Upholding our statutory obligations,

we continue to be conscientious in
meeting the defined benefits including
contributions to the Employees’ Provident
Fund (EPF) and Employees’ Trust Fund
(ETF) as per the Act No. 15 of 1958

and Act No. 16 of 1980 along with the
subsequent amendments respectively.
Our Company contributes 12 percent

to EPF and three percent to ETF whilst
employees’ contribution to EPF is eight
percent. In terms of gratuity, as per the
Act No. 12 of 1983, our obligation is half a
month’s basic salary for each completed
year of service for those employees who
have completed five years or more in
service. As at the reporting year, our EPF
and ETF expenses totaled to Rs. 118.51
million whilst the gratuity liability stood at
Rs. 226.99 million.

Performance Management

Advocating a performance based culture,
we have in place a well-structured,
interactive and a transparent mechanism
to manage employee performance,
enabling and motivating them to work at
their best, whilst supporting to meet the
goals set for the organisation.

Carried out bi-annually on a 180°
platform, our performance management
scheme is in line with best and current
practices in HR management. Our
appraisals seek to give an unbiased
evaluation of employee’s performance in
terms of the pre-agreed targets set for
the year, both at an individual level and
collectively as a team. The evaluation

is based on operational performance,
service level, relationship building, team
spirit, social responsibility and attitude
and professionalism.

This assessment along with the rating
is taken as the basis to determine
employee rewards and recognition; to
ascertain training requirements; and
support succession planning and career
mapping for high achievers.
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In the reporting year, all employees
across the categories were evaluated
and necessary actions were taken in
terms of recognition, rewards and
organising training sessions to further
extend employee performance.

Succession Planning & Management
Training

An on-going process, succession
planning is a critical aspect of our HR
strategy. Right caliber employees are
mentored carefully and consistently—
empowering them with due training to
take up leadership roles in the future.
The performance management scheme
supports the management in this regard.

Our management trainee programme
encompassing the best talent in the
country is part of our succession planning
process. The high-achievers amongst the
trainees are identified and given extensive
training including strategic management
and leadership exposure to mentor and
shape their personalities and careers.

At the management level, succession
planning is taken up by the Board.

Professional Development Scheme

We also have in place an established
higher education reimbursement
scheme for employees to further their
professional studies at the certificate,
diploma, MBA and post graduate
diploma; inter alia, in finance, banking,
insurance, human resources, legal

and business administration. During
the reporting year, we also initiated

15 weeks management development
programme in collaboration with the
Post Graduate Institute of Management
(PIM] and with the Association of
Accounting Technicians (AAT), seeking
to enhance managerial and leadership
skills of our executives and management
level staff. 76 of our managerial staff
participated in this training programme.
Our employees are also eligible to
reimburse their subscription fees to
obtain and maintain their memberships
in professional bodies.

As at the reporting date, we have 14 employees pursuing their academic and
professional studies under our professional development scheme. The investment for
this scheme stood at Rs. 0.56 million while the cost of reimbursing membership fees
in professional bodies reached up to Rs. 0.81 million.

Employee Wellbeing

Balanced Work-life
\/

Special programmes were conducted for the employees of the Company to
nurture a balanced life-style. These programmes entailed religious ceremonies,
entertainment events and fitness building sessions to support staff to cultivate
mental and physical wellbeing.

Creating a positive, healthy and a safe workplace environment is fundamental

to ensure the wellbeing of our employees, in effect, supporting us to curtail job
absenteeism, lower staff turnover and secure higher productivity levels in our
operations. Our approach in this context, is proactive—enabling employees to strike
a balance between work-life; extending comprehensive welfare benefits; advocating
a healthy lifestyle; and adopting safety and preventive measures to minimise
occupational injuries and illnesses. The Company, however, is not bound by any
formal agreements with employees in this regard.

In the year under review, we enhanced our medical insurance scheme including
annual health check-ups, spectacle coverage and reimbursement of OPD channeling
fees; and the hospitalisation cover was increased by 100 percent.

Welfare Measures Healthy Lifestyle Safety Measures

» Death donations to > Fully-equipped » Building maintenance

employees and immediate
family including spouse’s

gymnasium with training
support at the head office

system with fire safety
options

family Memberships to health » Fire safety equipment
Concessionary loan clubs for branch staff » Firedrills

scheme to purchase Medical, accident and life » Extensive training for
vehicles for executives and insurance designated fire wardens
above grades Critical illness fund for » First aid and training for
Concessionary loan illnesses not covered by volunteers

scheme for housing medical insurance »  Well maintained fleet of

Telephone instrument cost
reimbursements
Concessionary rates

for holiday bungalow in
Bandarawela and vehicle
hires

Awareness programmes
and training on health and
nutrition and preventive
care of serious diseases

vehicles
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Occupational Injuries & Health Issues

G4-LA6, LA7

Given an office based operational
environment, occupational injuries and
health issues within the workplace is
relatively insignificant. However, our
operational level staff—representing
around 36 percent of the workforce—
engaged in field marketing and site
visits are exposed to road accidents. In
the reporting year, six of our employees
recorded road accidents during work
hours. All medical expenses in this
regard were borne by the Company
through the Company’s insurance and
due leave was granted without any
material changes to their remuneration.
The lost days recorded due to these
accidents stood at 126. There was no
other work related health issues and
fatalities reported in the year.

Collective Bargaining

G4-11, LA4

Our Company is not bound by a trade
union and therefore, we do not have
collective bargaining agreements

with our employees. However, we are
proactive and hands-on in ensuring good
relations with our employees across

the board. We maintain a consistent
dialogue with our staff members and
ensure that they are well informed and
engaged in the decision making process
including any material change to the
organisation structure and operations.
Regular staff meetings, the intranet and
bi-annual performance appraisals, inter
alia, support our efforts in this regard. If
disputes arise with our employees, we
have a structured grievance redressal
mechanism to iron out their grievances
and issues whilst the activities of our
Sports and Welfare Society brings a
collaborative culture to our workplace. In
the year under review, we did not record
any incidences of employee disputes at
a collective level. Minimum notice period
for resignation for the non-executive
and executive cardre are four and eight
weeks before respectively.

Sports and Welfare Initiatives

Taking on a pivotal role, our Sports and Welfare Society continued to building
harmony, fellowship and team spirit across the organisation. In the reporting year,
the society initiated several events and programmes for the staff members and their
immediate family, including new year celebrations, religious activities and sports
events. The society activities continued to be funded by the membership fees whilst
the Company supported to fund the welfare expenditure.

Annual Get-Together

\/

Annual get-together was held

at Saniro New Green Paradise
-Naiwala where PLC employees
and their family members got the
opportunity to enjoy themselves.

Annual Vesak Lantern Competition

\/

Celebrating the Vesak Festival,
lantern competition was held inter-
branch and inter-department at the
head office. Ampara branch was
adjudged the winner.

PLC Gee Padura

\/

Musical show featuring renowned
artistes was organised to raise
funds for employee welfare
activities, CR& FC Grounds,
September 2015.

-~ >,

Pirith Ceremony

\/

Marking the 19th corporate
anniversary, Pirith was chanted to
invoke blessings to the group and
staff members.
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Grievance Redressal

Employee Satisfaction Survey Results - 2015/16
%

We follow an open door policy where

employees are encouraged to discuss

their issues and grievances with

their immediate line managers and

departmental heads and even give

their feedback on workplace practices.

However, if the first level interaction

100
does not bear the desired outcomes, I I I I I I I I I I

employees have recourse to a formal 0

©
S
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~
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N
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grievance redressal mechanism which g3 5% H 5¢ s gL gE 8% TE& 35
is independently managed by the HR 5 é 8§ 2 £k s es 5 ER 38 gl
department. A log system to record z i g 3% 8 = Z §<‘ 3 éﬁ
grievances is being developed. The 2 2 -
Whistleblower Policy coming under B Agree B Neutral B Disagree

the purview of the Internal Audit is

also a structured mechanism which is
in place where employees could avail
to address their concerns on their
rights, violations or misdeeds. In the
reporting year, employee grievances
were not directed to the HR department
for formal redressal. Grievances with

Employee Productivity

We have over the past 20 years of our journey mustered and secured higher levels

of employee motivation, in turn, underscoring our progress as a top-tier financial
services provider in the country. We have increasingly sought to adopt the right tools,
policies & practices to enable right recruitments & to develop and manage talent and
thus, deliver on higher productivity levels.

respect to employees’ human rights and
fundamental rights have not been filed
through this formal process within the
organisation and through litigation.

Employee Satisfaction

Employee satisfaction surveys are
carried out periodically; effectively
supporting us to ascertain their feedback
and level of satisfaction on the workplace
culture, HR management policies and
practices. We conducted an in-house
survey during the year covering all
employees of the Company. As per the
results, over 80 percent of the employees
indicated that they strongly agree/agree
on ten aspects surveyed. The findings
were tabled for management level
deliberations and action. As per the
findings there was a negative response
with regards to monetary benefits.
Therefore a salary survey was conducted
by a pannel of external experts. Thus

the Company revised the salary in April
2016. We also plan to continue this
survey in the financial year 2016/17 to
further strengthen the HR management
practices of the Company.

Attract talent
through smart
recruitments

Facilitate and
guide new
recruits through
an orientation
programme

|dentify high
achievers and

map and mentor

their careers

Employee
Productivity
Strategic
Drivers

Extend right
remuneration
benefits to
ensure employee
wellbeing

Proactive
engagement
with feedback on
performance

Develop
employee skills
with effective
training
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Rs. .96 Mn

v\%/v
¥ 4

Rs. 2.

8 Mn

Rs. 1.03 Mn

000
ATAIA
Rs. 12.42 Mn

Gross Income Per Employee

Profit After Tax Per Employee

Value Added Per Employee

Net Assets Per Employee

TRAINING AND DEVELOPMENT

Toastmasters Training

\/

In a bid to give our young executives
an exposure to public speaking
with confidence, we organised a
training session with an eminent
toastmaster, representing the
Colombo Toastmasters Club. Both
junior and senior level executives
at the head office participated

at the sessions where they

were extensively trained on the
techniques of speech-craft and
presentations. Plans are underway
to form a PLC Toastmasters Club
in collaboration with the Colombo
Toastmasters.

Key Indicators:
» Number participated: 20
» Training hours: 500

In a complex business environment,
learning and developing employee skills
underscore an organisation’s success.
It plays a pivotal role within our HR
strategy—seeking to develop a well-
rounded employee base, competent and
empowered to meet the challenges of
our industry.

Our approach to training is structured
and pragmatic; due precedence is
given to address skills gap that may
compromise our competitive edge. Our
annual training plan is comprehensive
and focused on extending best-fit
training opportunities to enhance
technical expertise as well as to nurture
soft skills; and thus, meet our strategic
goals and objectives whilst addressing
employee’s career aspirations. Our
performance evaluations scheme
supports this endeavour, effectively,
identifying skills gaps, prioritising

training needs and setting out the
desired scope of programmes. Post
evaluations of training programmes
support us to ascertain the effectiveness
of the resource persons, scope and
outcomes of the programmes initiated.

Internal Training

As a top-tier corporate in the industry,
we have the necessary expertise to
offer extensive learning exposure within
the network for our employees to grow
and gain rounded-skills. Our training
strategy effectively uses this option—
which is cost-effective and pragmatic—
paving the way for employees to gain
from on-the-job training, job rotation
and cross placements. In the reporting
year, four employees were cross-placed
in our subsidiaries whilst 117 employees
were given transfers inter-departments
and branches. Aside from this, internal
resource persons are effectively used
to carryout structured training in
programmes to strengthen operational
knowledge, technical expertise and on
the corporate’s value system.

Induction Programme

We continued to brace our induction
programme which supports our new
recruits to fit-in to our corporate culture
and deliver on their new job roles.

The programme which spans two-
week covers familiarisation training

on operations, systems, processes,
procedures and on our corporate’s ethos.
Further new employees are oriented

on the code of conduct and ethics by
Head of HR. This also entails on-the-
job training at the head office including
all departments and, at the branch
level, if deemed significant, and at the
subsidiaries through temporary cross-
placements. Networking opportunities
are also extended with peers and the
management to get acquainted and
build team spirit. The HR portal initiated

in the year along with the ‘Employee
Induction Handbook™ was effectively used
to disseminate information and educate
the new recruits on our HR policy, the
code of conduct and standard operating
procedures.

External Training

Aside these internal programmes, we
also continue to rely on external training—
carefully planned to give employees

the maximum exposure to current and
best practices in the industry and in

the business arena, both locally and
internationally. This year, we opened up
further opportunities for our employees
to participate in well-structured and
relevant training programmes conducted
by renowned resource persons and
institutions in the country. With the aim
of improving our employee devotion and
trustworthiness, a special training session
named; employee loyalty was organised
for our employee with less than three
years of service, where 87 employees
participated covering 827.5 hours. Aside,
three foreign training programmes were
also extended to carefully selected key
employees in India, Japan and Dubai,
enabling strategic benefits and exposure
from international best practices.

Security Training

Security at PLC is an outsourced
function. Yet, we are conscious and
recognise their role as our front-line
staff and the first point of contact for
employees, customers and all other
stakeholders. Hence, it makes strategic
sense to educate the security personnel
on our corporate ethos and values
including human rights aspects relevant
to our organisation. We extend due
training periodically on best practices,
giving emphasis to respect human
rights and observe good decorum in
discharging their daily duties.
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\ Training Facets - 2015/16

Training Programmes » Carried out a total of 109 structured training
v | Number programmes encompassed 1,381 employees including
g 120 1,016 non-executives.
£ 0 » 36 training programmes were conducted to train
g employees in-house.
DE_ 8 » 24 induction programmes were organised for 322 new
o 60 recruits covering 10,720 training hours.
E 40 > 1,622 employees participated in 73 external training
E 20 programmes whereas 14 employees were sent on
0 foreign training.
14/15 15/16
» Total training hours stood at 39,802, representing an Training Hours
increase of 7.33 percent over 2014/15. Hours
» Covered 51.44 percent of the training hours through 45,000
”g external training. 40,000
2 | » 82.09 percent of the total training hours were spent to 35,000
o develop technical skills whilst 17.91 percent was utilised 000
£ P , 1P 25,000
= to develop soft skills. 20,000
E > As at the year end, average training hours per employee 15,000
stood at 21.70 whereas 22.26 hours were recorded in 12888
2014/15. "0
14/15 15/16
Training Investment > Total investment on training reached Rs. 22.80 million
Rs. Mn whereas Rs. 26.76 million vis-a-vis the previous year.
E 20 > Rs. 14.91 million & Rs. 7.89 million was spent on local
£ training & foreign training respectively.
‘é’ 15
E
o 10
c
c
g 5
= M Local Training
0 M Foreign Training
14/15 15/16
» Out of the totaled trained, 1016 with 22.19 average Employees Trained by Category
0 training hours falls into the non-executive category Number
% whilst 246 falls into the executive category with an 1200
= average training hours of 24.18. 1000
> | » Theline management & senior management category 800
o . L
> with 80 & 17 employees recorded an average training 400
S hours of 17.43 & 27.77 respectively.
o | » The Company has also extended trainings to minor staff 0o
% with 6.6 average training hours. 200 W 2014/15
= 0 B il [~ W 2015/16
E o2 & 3 2
1=
" Employees Trained by Gender » Out of the total trained, 23.24 percent were accounted by
2 female employees, mainly from the non-executive grade.
?Cu 23% ] ’777% » 321 females & 1,069 males were trained posting 32.73
< average females training hours whereas male average
g training hours stood at 27.64.
c
@ W Male
© M Female
HC Table - 8

PEOPLE'S LEASING & FINANCE PLC
ANNUAL REPORT 2015/16



95

CORPORATE STEWARDSHIP FINANCIAL INFORMATION SUPPLEMENTARY INFORMATION

SOCIAL CAPITAL » COMMUNITY

OVERVIEW
In a developing nation landscape, it is highly warranted that companies of the caliber of PLC engage the local communities,
support them and open up opportunities to better their socio-economic wellbeing. Guided by our values, being a responsible

corporate and advocating an integrated strategy, we consider the impact of our day-to-day decisions on community and
are committed to take upon our role in this social context. This section herein will report on our approach to community
development and highlight our efforts to create positive long-term outcomes for communities.

G4-21, 26, 27

MANAGEMENT APPROACH

Reinforcing our commitment towards integrated value creation, we
continued to give precedence to corporate social responsibility (CSR). Qur
focus is on addressing current social issues, support and empower the
communities, particularly, in the areas where we operate. Our campaign
‘PLC Care” which we launched in the previous year, stood as our means to
reach out to our social aspirations. This campaign is built on five-focused
areas including four areas that relate to community based development,
encompassing enterprise development and financial literacy, road safety
and post accident care, education, and serving to create sustainable
communities whilst the fifth area relates to environmental sustainability
which is addressed under the section, ‘Natural Capital'.

M

Report Content -
Materiality (GRI- G4)

» Local communities

» Compliance
(Refer: Corporate
Governance section)

J =| Management Approach E &

Enterprise Development & Road Safety & Post- Uplift Create Sustainable
Financial Literacy Building Accident Care Education Communities

» Advocate customers in financial » Educate customers » Scholarship » Public health care
decision making Educate school programmes upliftment initiatives

» Develop entrepreneurial customers children » School infrastructure » Publicinfrastructure
and community » Educate community developments development A

» Build financial literacy among » Renovate the » Student’s soft initiatives
entrepreneurs National Training skills development » Culturalinitiatives

» Promote ‘Inclusive Finance’ through Center Auditorium programmes » Child & elderly care
Microfinance scheme of the Accident initiatives

Ward of the National » Initiatives for the

Hospital - Colombo differently abled

Engagement

Method Frequency Key Expectations
» Discussions with local government As and when required & Concerns v
authorities
» Discussions with non-government As and when required
agencies, associations and societies » Staff recognition for
> Discussions with religious dignitaries  As and when required community-initiatives
> ‘Aruna’ Newsletter Quarterly » Social inclusivity
> All staff mails Periodically » Financial literac
> Discussions with village and opinion  As and when required }
‘» leaders » Access to finance
» Meetings/Conferences/ As and when required 5 » Community service &
> Networking As and when required development
> Training seminars As and when required > Public/private partnerships
» Strategic CSR On going » Awareness and trainings
» Philanthropic initiatives Periodically > Continuity of the initiatives
» Sustainability outreach programmes ~ Periodically » Stakeholder engagement
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Community
Spotlight - FY 2015/16

[
N

Launched \slanD Initiated ”Road\ Carried out ) Ongoing ) Rs.15.7 Mn\ Donation of\ Launched A Launched \F
wide enterprise Smart” island island wide E renovation of balance Rs. 24.3 Mn ‘Suwa “Transformative
development wide awareness school poster the National payment worth surgical Sathkara’ eye CSR”
programme [~ programmes [~ competition on Training made for the equipment for and medical awareness
series to develop on road safety Prevention of Center Kodikamam highly referred camps as session across
entrepreneurs for bus owners Road Accidents Auditorium of railway accident service| a flagship branch network
and build their and operators X where district the National station units of 14 programme to promote
financial literacy. in partnership and island wide Hospital, restoration government benefitting strategic
with the Traffic winners were Colombo at an initiative. hospitals 1,253 senior corporate
Police of identified. estimated cost citizens. responsibility

Sri Lanka. of Rs. 4.1 Mn, \f among PLC
Key Performance
Indicators

| For the F.Y \ 2015/16 | 2014/15 | % Change |
‘ Overall ‘
‘ Community investment (Rs. Mn) 76.25 71.68 6.38 ‘
‘ Community investment as a % of profit after tax (%) 1.75 1.91 (0.16) ‘
‘ Community based initiatives (Number) 158 127 24.41 ‘
| Beneficiaries [Number) 392,765 237,657 65.27 |
‘ Employee volunteerism (Hours) 29,659 16,060 84.68 ‘
| |
‘ 01 Enterprise Development & Financial Literacy

‘ Enterprise development initiatives (Number) 7 1 600 ‘
‘ Entrepreneurs trained/educated (Number] 575 1,300 (55.77) ‘
‘ Investment (Rs. Mn) 1.53 0.18 750 ‘
‘ 02 Road Safety & Accident Prevention ‘
‘ Initiatives on road safety (Number) 22 18 22.22 ‘
‘ People educated on road safety (Number) 3,666 12,375 (70.38) ‘
| Investment (Rs. Mn) 31.60 3.30 857.58 |
03 Uplift Education |
‘ Initiatives related to education (Number) 26 31 (16.13) ‘
| Scholarships continued (Rs. Mn) 0.46 0.33 36.94 |
‘ School infrastructure development projects [Rs. Mn] 1.50 6.72 (77.68) ‘
| Investment (Rs. Mn) 6.45 14.7 (56.12) |
‘ 04 Create Sustainable Communities ‘
[ Initiatives (Number) 103 77 33.77|
| Healthcare investment (Rs. Mn) 3.92 4.55 (13.85) |
‘ Community infrastructure development (Number) 4 5 (60) ‘
‘ Community infrastructure development (Rs. Mn) 18.03 36.25 (50.26) ‘
| Other community investment (Rs. Mn) 14.72 12.70 15.91|
SCTable - 1
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OPERATIONAL STRUCTURE

Guided by the five pillared framework, the CSR department at Head Office and the branch network plan and implement the
strategic corporate responsibility initiatives. The progress of the programmes /initiatives are reported to the Sustainability
Governance Steering Committee (SGSC] on quarterly basis and Board of Directors to review and provide strategic guidance.

The intranet, staff circulars, e-mails and articles published in our quarterly newsletter, ‘Aruna’, support our efforts to embed and
internalise strategic corporate responsibility across the organisation. As a member of the CSR Sri Lanka, we are also guided by
their expertise to select projects that are more relevant to our business whilst having a greater impact on society.

Board of Directors

Sustainability Governance
Steering Committee (SGSC)

CSR Department -
Head Office

2.

SGSC which comprises the corporate
management, heads of the departments
and officers-in-charge quarterly review
CSR initiatives of PLC provides strategic
direction as the Board delegated authority
and recommends initiatives for board
approvals.

Management hierarchy of the
Branch Operations
Department - Head Office

Island wide Branch Network @
1.

The Board reviews and provides strategic
direction for the strategic corporate
responsibility initiatives, approves new
initiatives/programmes recommended by
the SGSC and quarterly reviews progress
as the highest authority. The Board has
appointed a Director to overlook CSR
initiatives.

3.

Engages with stakeholders to design
flagship CSR programmes in line with the
five pillared framework, identifies potential
partner organisations to pool resources,
develops guidelines to implement and
supports branch network to localise
programmes. It also supports branches
to implement sustainability outreach
programmes that are unique to their area
of operation. It also monitors initiatives/
programmes carried out by the branch
network and the head office, maintains
records and reports to the Board on a
quarterly basis.

4.

Management hierarchy of the branch
operations department reviews business
operations of the entire branch network.
They review and recommend CSR
initiatives that are fit and impactful to be
implemented and ensure that they fall
within the annual quota granted based on
the branch grade. They oversee the impact
of the initiatives with active participation.

5.

Branch network in consultation with
the CSR department customises the
flagship programmes to suit their local
communities and plan their own CSR
initiatives to address under-met needs
of the community. They not only finance
initiatives but also volunteer their time
and skills in implementing the project.
Outcomes are reported to the CSR
department.

CSR Investment

As a policy, we invest maximum 2.5
percent of our net profits on CSR
initiatives, being focused in our

goal to continue to be a responsible

and most admired corporate. This

is complemented by the employee
volunteered time and skills to spearhead
socially responsible initiatives whilst
being accountable in our daily operations
to our communities in which we operate.

CSR Expenditure

Rs. Mn
90
80
70
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50
40
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0

1/1212/13 13/14  14/15 1516

CSR Expenditure

’7 48%

9%
4t 2%

W Enterprise Development & Financial
Literacy Building

M Road Safety & Post Accident Care

Il Create Sustainable Communities

I Uplift Education
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BEa |

Mr. Sumith Bandara, Chairman/Managing Director of Dikoya Dairy Products Pvt. Ltd. cum active PLC customer

Location : 'Agri’, Ice cream processing factory, Ambaraluwa South, Weliweriya.

SOCIAL POLICY

BY ENCOURAGING,
SUPPORTING, CARING
AND EMPOWERING, WE
REMAIN COMMITTED

TO PURSUING OUR
SUSTAINABILITY AGENDA,
BUILDING SUSTAINABLE
DEVELOPMENT
PLATFORMS THAT WILL
POSITIVELY IMPACT THE
COMMUNITIES AROUND US.

Philanthropic Investment

In addition to strategic CSR, PLC makes
Philanthropic contributions to charities
and other good causes to maintain good
stakeholder relations. During 2015/16,
PLC spent Rs. 18.81 million on projects
and initiatives in our five focused areas.

Philanthropic Investment by
Focus Area

— 82%

0% 16%

2%

M Enterprise Development & Financial
Literacy Building

M Road Safety & Post Accident Care

Hl Create Sustainable Communities

M Uplift Education

FOCUS AREA: ENTERPRISE
DEVELOPMENT & FINANCIAL LITERACY
BUILDING

Refer: Relationship Capital - Customer,
Pages 54 to 8.

Subsidiary Review, Pages 128 to 132

As a finance and leasing company,
particularly, with a significant funding

exposure to the small and medium
enterprises (SME] sector, building
entrepreneurship is pertinent and
therefore, stands significant from our
social responsibility perspective. The
ripple-effect impact that is entailed in
promoting entrepreneurship further
strengthens our rationale for such an
engagement.

Apart from financing the income
generation process, branch managers
and teams play an advisory role to the
poor. The micro finance subsidiary
was also established in 2010 with

this objective of increasing financial
accessibility to the low and medium
income households, especially women.

As discussed in detail under the
‘Customer’ section of this report, we
also remained committed to engage and
advocate financial literacy amongst the
general public; particularly, targeting the
rural communities with less exposure to
be financially empowered.

In addition, development of
entrepreneurship skills and financial
literacy through flagship initiatives
further supports our efforts to develop
the SMEs who lack formal education and
sound knowledge to build and sustain
businesses.
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Flagship Programme to Promote Enterprise Development and Build Financial Literacy
We understand that starting and growing businesses require more than funding and our flagship enterprise development approach
is founded on access to finance, markets and to non-financial business support.

In 2015/16, we launched a flagship programme to provide business advice and support to 575 individuals, through a series of
seminars across the country.

FLAGSHIP ENTERPRISE DEVELOPMENT & FINANCIAL LITERACY BUILDING PROGRAMME

= o

Menaka Lakmali - A loyal customer of PLC Kegalle

“I'am a small scale shoe producer in Kegalle and | participated for this
programme with the expectation of gaining more knowledge to develop my
business. As | expected, this programme has been very informative and
interesting. | gained lot of insights to improve my business and become a
successful entrepreneur, thanks to People’s Leasing & Finance PLC.”

NATURE OF PROGRAMME ON TRACK PROGRESS

Enable economic empowerment of The programme promotes Programmes (Number): 5
5,0QO entrepreneurs across our value entrepreneurship and supports bgsiness Semne s 1 el 575
chain by 2020. ventures and start-ups by educating

participants on entrepreneurial skills Employee volunteerism

of participants and providing financial (Hours): 1,218

literacy which are critical to sustain an Investment (Rs.): 1.24 Mn

enterprise through an interactive one
day workshop. A guide book is given to
complement capacity building.

FOCUS AREA: ROAD SAFETY & POST ACCIDENT CARE

Addressing a critical social issue of our times, road accidents—we have given strategic priority to take up an advocacy role to create
awareness and promote road safety and accident prevention amongst the general public. Our engagement in this regard is relevant
and merited given that our core operational focus is on motor vehicle leasing and finance, which creates an indirect impact and
contributes to the growing issue and related consequences of congestion and accidents in the city and in the immediate outskirts.

Going a step beyond, PLC this year conducted a needs assessment in the accident units of government hospitals, via the Orthopedic
Unit, General Hospital, Colombo on the requirement of equipment that are critical for surgeries. According to the results of the
need assessment PLC has decided to donate the necessary equipment for 14 such accident wards.

Road Accident Prevention Addressing Gaps in Post-Accident Care

\/ \/
Create awareness on prevention of In response to the gaps in post-
road accidents amongst customers, accident care, we initiated a
general public and school children. programme with an initial donation

of Rs. 308,000 last year to the
Accident Ward of the General
Hospital, Colombo.
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RENOVATION OF THE NATIONAL TRAINING CENTER AUDITORIUM OF THE ACCIDENT WARD OF
THE NATIONAL HOSPITAL - COLOMBO

Pushpa Ramyani Zoysa - National Training Coordinator, National Hospital, Colombo
“The Accident and Orthopaedic Service of the National Hospital of Sri Lanka is the
premier designated trauma centre in Sri Lanka.

The National Training Centre of the Accident & Orthopaedic Service was
established in 1991 under the FININDA Project (Finland Government). Annually
we have been training nearly 25,000 - 30,000 including medical officers, nursing
officers, medical students etc. But unfortunately we faced many difficulties to
conduct these valuable trainings due to lack of training equipment and the poor
training environment.

As we mark our 25th anniversary year of the Accident Ward of the National
Hospital, we are delighted to have the partnership of People’'s Leasing & Finance
PLC. We are pleased about their kind corporation on renovating the training center
and making such a friendly training environment for the participants across the

country.”
T—
Enable training capacity The National Training Center of the Accident Service Unit of the Participants benefited
for 25,000-30,000 National Hospital, Colombo is the apex body that builds capacity (Number): 25,000-30,000
healthcare workers of over 300,000 healthcare workers annually in support of the annually
annually. emergency health service. The Auditorium of the National Training

Centre was in a poor state although operating at full capacity Arislee el e i
with minimum resources. Therefore, PLC supported to equip (Hours): 78

the auditorium with required training infrastructure including Allocation (Rs.): 4.1 Mn
audio visual equipment, air conditioning, partitioning, ceiling and
floor work and painting to provide a decent and pleasing learning
environment for the participants. Work is in progress.

Incurred expenses (Rs.):
1 Mn

ROAD SAFETY AWARENESS PROGRAMME

Programme in Brief

Recently launched “Road Smart” - one-day programme series seek to create awareness
amongst vehicle owners and operators to minimise road accidents which occur mainly due
to their negligence. With CCTV records and their experiences in dealing with road accidents,
the Traffic Police Sri Lanka partnered PLC to carry out an interactive session with vehicle
owners and operators.

AREAS COVERED PROGRESS

» Road rules

“Road Smart” programmes (Number): 4 Benefited (Number): 1,180
> lllegal overtaking
> High speed Other awareness programmes (Number): 13 Benefited (Number): 2,486
> ldentifying pedestrian’s faults Employee volunteered (Hours): 4,059 Investment (Rs.): 1.09 Mn

> Responsibilities of vehicle operators
» Awareness on Public Transport License

PEOPLE'S LEASING & FINANCE PLC
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FOCUS AREA: UPLIFT EDUCATION

Given the criticality and wider connotations on socio-economic progress, education is prioritised as a key area within our social
responsibility framework. Our aim is to support, uplift education facilities and empower underprivileged students and schools—
paving the way for the next generations to be prepared to take on the future challenges in an emerging nation. Within this scope,
we give funding support to develop school amenities, structure scholarships for needy and talented students, give learning
opportunities and advocate responsible habits amongst students as well as teachers.

FLAGSHIP SCHOLARSHIP PROGRAMME - “SENEHASA”

Master Nesara De Silva Wijesinghe - all-island 4th in the Grade 5 Scholarship
Exam - 2014

“I'am the youngest of a family of three. We live in a rented house. My father is a
security officer attached to the Horana branch. My mother is a housewife. Both my
elder siblings got admission to study at leading schools after having succeeded at
the Grade Five Scholarship examination and placed within the first ten on an all-
island basis. They are now studying in Grade 12 and 10. | also did my studies well

and was placed 4th all-island at the Grade Five Scholarship examination - 2014. | am
currently studying at a leading school in Colombo.

My father finds it very difficult to bear our educational expenses with his mere salary. | am grateful for the scholarship
support extended by People’s Leasing & Finance PLC and for their long standing commitment.

One day, | am determined to be a good doctor and serve my motherland.”

m NATURE OF PROGRAMME ON TRACK PROGRESS

To offer 50 monthly scholarships ‘Senehasa’ scholarship programme Students benefited
for talented and deserving students offers monthly scholarships for the (Number) : 6
by 2020 until they complete their talented and deserving students and

) ) . ) Investment (Rs.): 456,000
secondary/ tertiary education. undergraduates until they complete their

secondary/tertiary education.

ISLAND-WIDE SCHOOL POSTER COMPETITION TO CREATE
AWARENESS AMONGST SCHOOL CHILDREN ON ACCIDENT PREVENTION

o

1

To mark the 20th anniversary year of PLC and the 25th anniversary year of the
Accident Service Unit of the National Hospital, Colombo, an islandwide poster
competition was held in partnership with the officials of the National Hospital.
Over 2,000 entries were received, out of which national and district level winners
were selected to be recognised.
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COMPETITION TO STIMULATE CREATIVITY AMONGST CHILDREN BY
CONCEPTUALISATION OF A SAVINGS TILL

In order to stimulate conceptualisation skills of school children, a competition
was held to design a ‘savings till' in partnership with the Wijeya Newspapers

Pvt. Ltd.

Children submitted 176 entries conceptualising innovative and creative designs
on paper and as models. Winners were identified to be recognised.

FOCUS AREA: CREATE SUSTAINABLE COMMUNITIES
We remained committed to respond effectively to under-met community needs and thereby create sustainable communities. The

areas under this focus include community infrastructure development, healthcare services, child development, support differently-
abled people and promote cross cultural harmony.

“SUWA SATHKARA”: FLAGSHIP PROGRAMME TO PROMOTE HEALTH & WELLBEING

M.P. Karunawathi - 73 year old mother of one of loyal customers of PLC

Negombo since 2013

“I needed to get my eyes tested since a long time, but was unable to do so due
to my financial problems. Today, PLC took an extra step towards the wellbeing of
its customers going beyond their normal course of business. | am very grateful

to PLC.”

To provide eye and health care
solutions for 10,000 senior citizen
customers/ their immediate family
members island wide by 2020.

NATURE OF PROGRAMME

Mobile eye care and medical camps were
held throughout the country under this
programme. Free cataract surgery for
those identified with symptoms, while
bi-focal spectacles were distributed
amongst those who required it. A
qualified medical officer examined those
with ailments and medicine was given
away free of charge.

ON TRACK PROGRESS

Programmes (Number): 8
People benefited (Number): 1,233

Bifocal spectacles distributed (Number):
508

Cataract patients detected (Number): 56

Employee volunteerism (Hours): 3,705

Investment (Rs.): 1.1 Mn
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In addition, PLC contribution to sustainable communities includes child care
development, supporting differently-abled people, and initiatives to promote cross
cultural harmony.

CHILD CARE

= ra

Awareness programme series on child abuse prevention, children’s parks in
Mahiyangana with a capacity to reach out to around 50 children promoted mental
and physical well-being of children.

KEY INDICATORS

Beneficiaries (Number): 4,590

Employee volunteerism (Hours): 673

Investment (Rs.): 2.16 Mn

DIFFERENTLY-ABLED COMMUNITIES

= =

245 Kgs of braille paper for 140 vision impaired students, 100 white canes for the
blind and donation of essential items to ‘Preethipura’ Special Child Orphanage
took place during 2015/16 to promote inclusivity and uplift the quality of life of the
differently-abled people.

KEY INDICATORS

Beneficiaries (Estimated number): Over 300 children and adults

Employee volunteerism (Hours): 840
Investment (Rs.): 341,223

PROMOTING CROSS CULTURAL HARMONY AMONGST COMMUNITIES

= =

Dansal initiatives were conducted by the branch network. This promoted the
spirit of giving and encouraged food hygiene and environmentally-friendly habits
amongst PLC staff who organised such events.

KEY INDICATORS

Beneficiaries (Estimated number): 237,400

Employee volunteerism (Hours): 15,393

Investment: Rs. 3.93 Mn

OPERATIONAL IMPACT ON
COMMUNITIES

As a responsible corporate, we
continued to give top priority and follow
through best business practices. With
due engagement with community
leaders, local governmental and
non-governmental agencies, we are
committed to blend in our day-to-day
operations to address community
aspirations. In the year under review, we
did not report on any negative impacts or
disputes with the neighboring and host
communities where we operate.

Recognitions on CSR
PLC bagged the following recognitions
during 2015/16.

» One of the "Top 10" corporate
citizens at the Best Corporate
Citizens awards for the 2nd
consecutive year.

> Gold Classification for corporate
accountability in the Corporate
Accountability Index

> Merit award for the CSR on '360°
success’ - Employee wellbeing
programme for PLC staff at the
JAESTICA awards.

Employee Volunteerism and
Partnerships

Employees are encouraged and well
recognised for their volunteerism in
initiating and spearheading community
based projects and programmes. This
in turn, improves employee engagement
and strengthens the ties between staff
members across the organisation and
the local communities. In effect, the
performance appraisal scheme, both at
the collective and at the individual level,
accounts for social responsibility as an
evaluation criterion. The best initiatives
are recognised at Premier Awards:

our annual branch and employee
awards ceremony. At 2016, “Premier
Awards” PLC recognised “Top 3" socially
responsible branches for the first time.

PLC also believes that partnerships and
collaboration are vital requirements for the
effectiveness of our sustainability efforts
that maximises our combined sustainability
impacts and delivering lasting benefits for
communities and the nation.
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‘ Way Forward

‘ Focused area

Progress in 2015/16

Way forward 2016/17

Enterprise Development &
Financial Literacy Building

> Educated 575 entrepreneurs on

entrepreneurial skills and financial literacy.

» Continue educating entrepreneurs

on entrepreneur skills and financial
literacy.

Road Safety & Post Accident
Care

Educated 3,666 customers, school children
and community on road safety and accident
prevention.

Renovated National Training Centre auditorium
of the National Hospital, Colombo.

Presented surgical instruments for the
accidents wards in island wide 14 hospitals.

Continue educating customers, school
children and community on road safety
Continue maintenance of the National
Training Centre auditorium of the
National Hospital, Colombo as the
capacity building partner.

Uplift Education

Continued to offer scholarships and conducted
student education/skill development initiatives.

Provide school amenities, increase
scholarship recipients and launch
awareness programmes for the
children.

Create Sustainable
Communities

Invested in public health and infrastructure
development initiatives.

Continue to invest in public health
care, infrastructure development and
disaster relief that need attention.

SC Table - 2
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NATURAL CAPITAL » ENVIRONMENTAL SUSTAINABILITY

OVERVIEW
With urgency mounting on addressing critical environmental issues from fast depleting natural resources, the green-
house effect on the ozone layer, climate change and global warming, it is fitting for our organisation to be conscious of our

environmental footprint. Although, the impact of operations is indirect within our scope of business in leasing and finance, we
are steadfast in championing environmental stewardship at the corporate level, and nationally. The section herein will report
on the management approach on a four-pillar basis, our engagement with employees and other key stakeholders to follow
through key initiatives in our drive to be environmentally sustainable in operations.

MANAGEMENT APPROACH
As a responsible corporate, we have an environmental policy ] = T
in place that guides our operations to adopt best practices and > Emissions
manage the environmental impacts within our value creation Report Content - _
process. Our approach is structured on a four-pillar basis; which is Materiality (GRI- G4)
well attuned to our operations. Strategy formulation, action plans > Energy
and delivery give due precedence to the four-pillar framework. > Effluents and waste
» Products and services
Under this direction, our environmental initiatives as discussed (green]
below cover the best practices adopted within the workplace to > Transport -
plan out campaigns including public-private partnerships. > Overall [environmental
investment)
) |
J Management Approach ‘ - &
Pillar 1: Promote green Pillar 2: Manage and Pillar 3: Enable Pillar 4: Reduce carbon
consciousness across PLC and optimise PLC ‘s direct sustainability through footprint as a nation through
its value chain impact products and services collaboration and partnerships
» Green pledge » Carbon footprint » “Green Friends” scheme » Reforestation initiative
» Signage calculation and offsetting > Responsible lending » School children awareness
» Green Trainings » Energy Management initiatives A
» Procurement practices » Emissions » Other green initiatives

» Solid Waste Management

Engagement

Key Expectations
& Concerns

Method Frequency

> Staff meetings As and when required

» Intranet As and when required .

> Memos and e-mails As and when required Staff recognition for eco-initiatives
» Green training for employees On going Green training

> Discussions with government agencies As and when required Lower Carbon footprint & offsetting
» Discussions with environmental As and when required

. o Energy conservation
associations, societies and

o Solid Waste management
organisations

YVVYVYVYVYYVYVYYVYYVYY

k > > ‘Aruna’ Newsletter Quarterly 3 Eco—frlenfﬂy product SOlL.JtlonS
» All staff mails Periodically Public/private partnerships
» Meetings/Conferences/ Networking As and when required Awareness and trainings
» Training seminars As and when required Continuity of the initiatives
> Strategic CSR On going Stakeholder engagement
|
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— Environment —
—| Spotlight - FY 2015/16 | =
A= _ﬁ L ___ﬁ N __
Launched \F Calculated \E Disbursed RS.\E Launched E Organised ‘Earth’, E
‘Environmental the carbon 2.02 billion on ‘Thuru', the an awareness
Integrity’ ~ footprint of ‘Green Friends’, | flagship building campaign |-
awareness N PLC Group and |~ a concessionary [~ reforestation |~ on environmental [~
programme reached carbon term leasing campaign in sustainability for
across the neutrality scheme. collaboration school students
branch network. |~ through I~ I~ with the Forest |~ and teachers
offsetting. Department, Sri in partnership
Lanka. with AIESEC
Colombo South
E of University of
\(Ké \f \f \Ké Moratuwa.
Key Performance
Indicators
| For the F.Y \ 2015/16 | 2014/15 | % Change |
\ Overall \
‘ Environment related initiatives (Number) 27 28 (3.57) ‘
‘ Environment related investment (Rs. Mn) 3.36 1.17 187.18 ‘
' Beneficiaries (Number] 4,447 30,075 (85.21) |
| Employee volunteerism (Hours) 1,864 3414 (45.40) |
\ Pillar 1: Promote green consciousness across PLC and its value chain \
‘ Green training programmes (Number) 22 19 (5.26) ‘
| Employees trained (Number) 500 9% (63.83) |
‘ New recruits trained (Number) 468 258 81.40 ‘
‘ Pillar 2: Manage and optimise PLC’s direct impact on environment ‘
| Paper recycled (kg) 6,355 6,406 (0.80) |
| Energy usage (kwh) 4,959,885 4,019,272 23.40 |
‘ Carbon Footprint (Tonnes of Co, equivalent) 3,059.47 2,769.71 10.46 ‘
‘ Pillar 3: Enable sustainability through PLC products and services ‘
‘ Green financing facilities (Number) 689 Not tracked - ‘
‘ Green financing disbursements (Rs. Bn) 2.02 Not tracked - ‘
‘ Pillar 4: Reduce carbon footprint as a nation through collaboration and partnerships ‘
| Trees planted (Number] 10,395 430 2.317.44 |
‘ School children educated on sustainable living (Number) 1,482 - - ‘

NC Table - 1
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PILLAR 1: PROMOTE GREEN
CONSCIOUSNESS ACROSS PLC AND ITS
VALUE CHAIN

As the first pillar, inculcating green
consciousness across PLC and its value
chain is at the core of our environmental
responsibility —leading up and reaching
out to the goals set within the next

three pillars. Employees are well
engaged through consistent dialogue
carried out by way of staff meetings,
quarterly newsletter, intranet and
dedicated training; seeking to change
their perception, attitude and instil
responsibility towards adopting best
‘green’ practices within the workplace.
The key initiatives and measures adopted
in this regard are set out below:

‘Yes to Green’ - Salient Features

\/

Save electricity

Save water

Save fuel

Save paper

Support mission towards
paperless office

Practice responsible lending
Say ‘NO’ to polythene
Practice segregated solid
management

Nurture Environment

Plant trees

Use resources optimally

Be aware

Advocate others

Take individual responsibility
Work collectively to live green

vV VYY YVVYVYYVYY

YVVYVYVYVYYVYY

During 2015/16, PLC further internalised
the voluntary pledge Yes to Green’

and reinforced the commitment of all
employees to be responsible to the
environment and ensure sustainability in
daily operations to become carbon neural
through behaviour change. The pledge
was also introduced to the new recruits
during their orientation programme.

Signage

Signage placed in common office areas
continued to be effectively used to create
employee awareness of the necessity

to be sensitive towards resource
optimisation, be efficient and minimise
wastage in daily operations. The signage
on energy and water conservation

and reduce paper waste, inter alia,
consistently conveyed the message and
sought to inculcate green consciousness
across the organisation.

COMPANY-WIDE STAFF TRAINING ON

‘ENVIRONMENTAL INTEGRITY TOWARDS BUSINESS SUSTAINABILITY’

Ravi de Silva - Resource Person - Global CSR Leadership Awardee/Naturalist

& Retired Engineer

“Our planet earth, today, is challenged by our very own actions. We use
excessive resources in a destructive manner and generate unprecedented
amount of waste. We have only one Earth to provide the resources we need

and take back all the waste we create. One day, we will go beyond the limit to
the point of destroying the planet. So it is significant and vital to change our
lifestyle towards sustainable production and consumption and turn waste into a

resource through re-using and recycling.

As a responsible corporate, People’s Leasing & Finance it is interesting to see
PLC playing its part in creating awareness on environmental issues amongst the
staff and moulding them to be responsible citizens. I'm glad to be a partnerin
their efforts and promote environmental integrity across the organisation.”

Awareness building among all staff on
the significance of adopting a ‘green
culture” and being green conscious.

NATURE OF PROGRAMME

As a part of the annual training
calendar, a green training programme,
‘environmental integrity towards
business sustainability” was launched
targeting all staff. The programme
sought to educate the staff across the
organisation on the challenges faced
and the importance of working towards
environmental sustainability.

ON TRACK PROGRESS

Training programmes (Number): 4

Employees trained (Number): 466

Total training (Hours): 1,398
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| Green Training - 2015/16

‘ sustainability, four pillared approach to
environmental sustainability, basics of

| Indicator External Training Internal Training | integrated and environmental reporting.
Programmes (No.) 22 24 ‘
. Procurement practices
Employees trained No.) 500 468 ‘ We strive to limit the negative impact/s
Training (Hours]) 1,565 468 ‘ of the environment related actions of
NC Table - 2 our suppliers. Our supplier code of

We also continued internal awareness through ‘Aruna’, our quarterly

conduct, establishes the standards we
newsletter. expect including environmental risk

A dedicated section, ‘Green Thought' presented tips to inculcate awareness on management through a combination

sustainable living in and out of work.

of annual supplier-assessment
questionnaire and on-site assessments.

Our new recruits were given a special training on our environmental ethos as part of
their orientation programme covering global and local challenges to environmental

PILLAR 2: MANAGE AND OPTIMISE PLC’S DIRECT IMPACT

In a bid to reduce and manage our impact on the environment, we have taken steps to be efficient in resource utilisation; track,
measure and monitor emissions, energy, paper and hazardous e-waste management. This has enabled the company to calculate

its carbon footprint and gradually move towards self-carbon neutral.

CALCULATION OF CARBON FOOTPRINT AND OFFSETTING CARBON CREDITS TO BECOME
CARBON NEUTRAL

Carbon footprint calculation

Reinforcing our commitment towards a less-carbon
operation, we continued to maintain our collaboration with
the Sri Lanka Climate Fund, a reputed carbon consultancy
company, to track and monitor green-house gas emissions
across our organisation, inclusive of the head office,
branches as well as our subsidiaries.

In the reporting year, PLC’s carbon footprint stood at
3,059.47 tonnes CO, equivalent compared to the footprint
of 2769.71 tonnes of CO, equivalent in 2014/15. However,
on account of our green initiatives which are discussed
under the fourth pillar, we were able to offset our carbon
emissions and became carbon neutral Company.

Carbon Conscious Certification

Carbon neutrality to deliver environmental returns
This is our first year of carbon neutrality.

We have also continued to extend the scope and positive
impact of our carbon neutral position through our
established approach of reducing our own impact to
the extent possible; by means of internal initiatives and
behavioural change, before offsetting any remaining
emissions through carbon credits.

In line with our understanding of the need for strong social
and environmental sustainability interconnectivity, we
acquired carbon credits from a mini hydropower project
located in Adavikanda area of the Kuruwita Division.

© ==

VOLUNTARY
CANCELLATION
CERTIFICATE

PLC Group Carbon cancellation certificate
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ENVIRONMENTAL POLICY
WE COMMIT TO
SPEARHEADING AND
INITIATING BEST
PRACTICES THAT WILL
EMPOWER US TO GO
GREEN, BUILDING AN
ORGANISATION THAT

IS A CATALYST IN
ENVIRONMENTAL CHANGE,
TAKING RESPONSIBILITY
FOR CONSERVING THE
EARTH’S RESOURCES,
WHILE REDUCING OUR
CARBON FOOTPRINT AND
STRIVING TO ETCH AN
ECOLOGICAL BALANCE
BETWEEN HUMAN
SURVIVAL AND THE
EARTH’S FUTURE.

Energy Management

G4-EN3, EN4, EN5, EN6, EN7, EN30

\ Energy Consumption & Intensity \

Energy Source \ Consumption Level \

| 2015/16|  2014/15]
Internal
Energy - electricity (kwh) 4,959,885 4,019,272
Energy intensity - electricity usage per employee (kwh) 2,704 2,412
External
Energy used - fuel (litres) 87,683 86,148
Note: Standards and methodology used for calculations: Approximately
Template to record was communicated to the Heads of branch network through e-mail
and the received response verified and recorded in the MIS.

NC Table - 3

Energy efficient design and construction features
at the head office building complex

Energy
Conservation
- Initiatives &
Measures

Using energy efficient equipment - split-air conditioning,
laptops and tablet PCs, LED monitor personal computers

Sharing printers, using high capacity toner
cartridges and photocopy machines

N
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Transport

Given the nature of our business, the bulk of energy consumed within the organisation
is accounted for by electricity, mainly used to power the premises, air conditioning
and lighting. Outside the organisation, energy consumption relates to fuel usage for
transport purposes, covering logistics between branches and the head office, foreign
travel and employee travel for field visits, business meetings, training and mobile
marketing promotions. The total level of fuel usage is not significant as compared to
the energy consumption levels within the organisation.

With a significant impact from both an operational perspective and the sustainability
of the environment, energy management warrants to be carefully looked into and
monitored consistently. We are conscientious in this regard and have adopted
measures within the workplace to conserve, monitor and manage energy in terms of
building maintenance and transport. We have in place at the head office a Building
Management System to ensure that air conditioning, lighting and ventilation, inter
alia, are well maintained and efficient in energy usage. We also deploy technology and
muster the support of our staff across the board to be conscious and take firm steps
to be energy efficient in their daily work processes. In terms of transport, the fleet
we use has a substantial number of energy efficient vehicles—hybrids—which are
managed by our fully owned subsidiary, People’ Leasing Fleet Management Ltd.
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Emissions

G4-EN15, EN16, EN17, EN18, EN20, EN21

‘ Carbon Footprint & Intensity - 2015/16

Scope ‘ Emission Category Tonnes of CO,
equivalent

‘ Standby Generator 48.92 ‘
Scope 1 ‘ Vehicles for business purpose(Diesel) 160.5
‘ Vehicles for business purpose (Petrol) 30.91
Refrigerant usage 24.62
Scope 2 | Grid electricity supply 1,546.85
Emissions from water consumption 21.65
‘ Business purpose air travels 23.45
Scope 3 ‘ Staff commutating from common transport modes ‘ 1,001.48
Electricity transmission loss 201.09
Total 3,059.47
Carbon footprint intensity per employee (Tonnes of CO, equivalent) 1.67

Note: standard and methodology of calculation: Greenhouse gas accounting protocol of
the World Business Council for Sustainable Development (WBCS] and IPCC.

NC Table - 4

Our green campaigns encompassing forest conservation and reforestation, is an
attempt to produce climate benefits in the long run while supporting efforts to offset

our company carbon footprint.

During the year under review PLC has not emitted any ozone depleting substances

and NO , SO,_and other significant air emission.

Solid Waste Management

We continued in the reporting year to further our solid waste management
programme, particularly at the head office level. This programme looks into the
segregation, storage and responsible disposal of solid waste—mainly that of paper,
polythene based products and food waste. Apart from the head office, we have also

issued guidelines for our branches to be conscious and follow responsible practices in

solid waste management.

‘ Type of Waste & Disposal Method

\ | 2015/16 | 2014/15 | Disposal Method

Food waste (kg) 4,125 3,211 | Re-use for piggery
Paper waste (kg) 6,355 6,406 | Recycle
Polythene based products (kg)* 220 122 | Recycle
NCTable - 5
* Approximately

Paper Waste Management
Committed to move towards a ‘less-
paper’ office, we remained proactive
in our efforts to reduce our paper
consumption. We continued to rely and
invest in electronic solutions inclusive
of office automation of systems and
processes, document management
system, online transactions and
communication in our quest to be

less dependent on paper within our
operations. Aside these initiatives, we
also believe in educating our staff to be
conscious of paper usage by being frugal
in printing and resorting to re-using
paper, wherever possible. We also use
high quality ‘Double A Paper” which is
manufactured using eco-sustainable
practices and certified under the ISO
environment management and quality
management standards.

We have in place an efficient and
structured paper recycling process
covering the entirety of operations,
including the branches and the
subsidiaries. PLC head office champions
this initiative along with 10 of our
branches—Battaramulla, Grandpass,
Havelock Town, Metropolitan, Ward
Place, Pettah, City, Colpetty, Moratuwa
and Union Place. This initiative is carried
out in collaboration with a established
recycling company with which we have
had a longstanding relationship since
2012. In the reporting year, we sent 6,355
kilograms of waste paper for recycling in
comparison to 6,406 kilograms recycled
in the prior year.

Our paper recycling initiative has
approximately saved;

108 fully grown trees

11,144 litres of oil

25,400 kwh of electricity

201,803 litres of water

19 cubic meters of land fill

Reduce green house gas emission by
6,355 kg's carbon equivalent

YVVYVYVYYVYY
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Hazardous E-Waste Management

Underpinned by our commitment, we
continued with our efforts to dispose
hazardous e-waste responsibly for

the fifth successive year. This initiative
covers the disposal of computers and
accessories, mobile phones, batteries and
other electrical and electronic appliances.
We even encourage our staff members

to avail this opportunity to dispose their
personal e-waste; and in some instances,
our customers and the neighbouring

communities are included in this initiative.

E-waste management at head office
ensures that e-waste is collected

at the head office and in five of our
Colombo suburb branches. We have
established a collaboration with a
reputed e-waste exporting organisation
with due certification from the Central
Environmental Authority to manage
e-waste in an eco-friendly manner
where recycling is done in line with the
standards validated by Basel Annex

VIl Document. Due endorsements are
in place confirming that the disposal
process is pollution free. However, due

to low quantities of e-waste collected at
the PLC Collection points, the quantity
of e-waste was not reported. Plans

are underway to streamline e-waste
collection.

Effluents & Water Disposal

PLC does not have any significant
effluents, and thus impacts. All effluents
and water are discharged as per the
rules and regulations specified under the
National Water Supply & Drainage Board
and do not affect any biodiversity rich
areas. The operations are not exposed

to spills.

PILLAR 3: ENABLE SUSTAINABILITY
THROUGH PRODUCTS AND SERVICES

Given prominence as our third pillar, we
stand focused in our efforts to manage
environmental impacts distinct to our
product offer. We are steadfast in our
assessments of impacts on the product
suite and proactive in taking mitigatory
measures, wherever and to the extent
possible, to counter these impacts.

As a leasing and finance company, our
direct impact on the environment is not
substantial and no packaging material

is required in business operations.
However, as a responsible organisation,
we recognise the significance of giving
due consideration to minimise the
environmental impact, albeit indirect, of
our core product offer—leasing of motor
vehicles. Importance of environmental
credit risk management was also covered
in the ‘'environmental integrity’ training
programme carried out. In addition,
orientation programme also enhances
employee awareness of environmental
and social risks and illustrates how these
relate to sustainable finance.

Our green lending scheme—"Green
Friends’ is intended to address our
concerns in this regard. The scheme
promotes concessionary-term facilities
to promote energy efficient motor vehicle
with lesser impact on the green-house
gas effect. This facility is open to three-
wheelers with four-stroke engines and
vehicles operating on hybrid, electrical
and NANO powered technology.

HIGH DENSITY BRIQUETTE FUEL FIRE WOOD PRODUCTION - MENIKHINNA

Mr. M.K.M.G. Ariyarathna
Loyal customer of PLC since 2004

PLC has granted six lease facilities totalling to Rs 10.45 million as at 31/03/2016.

NATURE OF BUSINESS

The client owns a production factory of high density wood briquettes

in Menikhinna. This is a unique valued added product, manufactured

primarily to cater to the biomass energy requirement of tea factories.
He has been operating this factory since the year 2010.

This is an eco-friendly, non-polluting and economical product. Due
to its high density energy and steady combustion nature, the tea
factories prefer this product over firewood logs. In the processing
factory, dry sawdust is compressed into high pressure and extrude
without any chemical binder. Due to its high biomass density and it
produces less smoke and high heat. There is a growing demand for
these briquettes in tea factories as an alternative for firewood.

includes,

VVYVYY

At present, this client supplies this wood briquette
to a number of reputed tea factory chains. This

12 tea factories of Bogawanthalawa plantation
10 tea factories of Thalawakelle plantation
Kotagala factory

Watawala factory

The factory which is located at Menikhinna currently
operates with a workforce of 20 and records a
production of 10,000 kgs per month.
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PILLAR 4: REDUCE CARBON
FOOTPRINT AS A NATION THROUGH
COLLABORATION AND PARTNERSHIPS
Within the scope of this pillar, our aim is
to support the broader goal of protecting
the nation’s biodiversity and preventing
the build-up of green-house gases in

the atmosphere and mitigating the

consequential impacts on climate change.

For us, partnership and collaboration are
vital requirements for the effectiveness
of our sustainability efforts. We

develop strong relationships with our
stakeholders and like-minded individuals
or organisations—seeking to maximise
our combined sustainability impact and

delivering lasting benefits for communities,

our country and the planet as a whole.

We collaborate with environmental
agencies—both at the government and
the non-governmental level and with
other corporates within the business
arena of this country. We are a patron
member of the Sri Lanka Business &
Biodiversity (SL B&B] Platform under

the aegis of Ceylon Chamber of Commerce in association with the International Union
for Conservation of Nature (IUCN) which promotes dialogue, initiates a concerted effort
and technically support companies within the private sector to aspire and work towards
carbon neutrality.

Active Participation as a Stakeholder with AirMac for Clean Air 2025 Action Plan
PLC, as a responsible corporate citizen volunteered representation as a stakeholder
in the formulation of Clean Air 2025 Action Plan. The Action Plan was developed via

a national multi-stakeholder platform and comprised of organisations which had

a direct or indirect impact on air quality and emissions. Representing non-bank
financial sector PLC participated at the event and provided inputs in formulation of the
Clean Air 2025 Action Plan.

Air pollution is a rapidly growing problem faced by Sri Lanka. Rapid motorisation,
industrialisation and expanding living standards of the population are considered as main
causes for air pollution. Currently, Air Quality Management (AQM] in Sri Lanka is not adequate.

The overall vision of Clean Air 2025 action plan is to reduce urban, industrial and indoor air
pollution and maintaining air quality at desirable levels minimising emissions of harmful air
pollutants. AirMAC as the main coordinating institution of AQM activities in Sri Lanka, plays an
important role in implementing the Clean Air 2025 Action Plan.

Our ‘green’ campaigns and programmes are planned with due funding to ensure
their sustainability. This is at the core of our quest to offset our footprint and achieve
carbon neutrality.

In the reporting year, we organised and led quality green campaigns as set out below.

‘THURU’ - REFORESTATION INITIATIVE TO REMOVE THE GROWTH OF INVASIVE SPECIES AND

RESTORE THE NATURAL FOREST COVER

~t

Ms. Satheema Aluwihare - District Forest Officer, Kandy

“Invasive species like ‘Maana ‘grass is a huge threat to the bio-diversity of a
natural forest cover. Therefore, we have to clear all the ‘Maana’ (Cymbopogon
nadus] grass in the view point of Udawatta forest and establish a forest cover with
native plants species suitable for that eco system. We appreciate People’s Leasing
& Finance PLC for their support in this forest restoration programme, not only
through financial means, but also through their active participation.”

Plant 12,500 trees by
2020 to offset PLC carbon
footprint.

NATURE OF PROGRAMME

In partnership with the Forest Department, Sri Lanka and

led by three of our branches in Galle, Kandy and Kantale, we
launched our flagship re-forestation programme—THURU', in
July 2015. This campaign seeks to address the de-forestation
due to demographic changes which in effect is rapidly
developing into a serious environmental issue in the country.
The scope of the campaign encompasses the restoration and
planting of new trees to protect the forest cover and biodiversity
in Kanneliya rainforest, Udawatta forest and along the route
from Trincomalee to Habarana. 354

Our reforestation campaigns encompassing forest conservation
and reforestation is expected to produce measurable climate
benefits supporting our efforts to offset our carbon footprint
and work towards carbon neutrality in the long run.

ON TRACK PROGRESS

Trees planted (Number]): 10,325

Extent covered:

Kanneliya - 1.22 hectares,
Udawatta view point - 2.0 hectares,
Along Trincomalee - Habarana
Road side - 5.0 kilometres

Investment (Rs.): 591,426

Employee volunteerism (Hours):

PEOPLE'S LEASING & FINANCE PLC
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THE BEST TimE

TO PLANT A TREE w,
20 YEARS AGO.
THE SECOND BEST
TIME IS NOW.

Location : PLC reforestation site - Udawatta Forest Reserve, Kandy.

‘Earth’ - School Awareness Programme on Sustainable Living

&)

Save Water

¢ o vl

Save Energy Reduce Emission No Food Waste Reduce Waste

‘EARTH’ - SCHOOL AWARENESS PROGRAMME ON SUSTAINABLE LIVING

r

Yenuli Yethmini - Grade 8 student of Ananda Central College, Elpitiya
“| gained more knowledge about our planet and sustainable consumption. It is

necessary to take immediate actions to protect our planet through environmental
conservation.

| am grateful for this opportunity to participate in this programme—thanks to PLC.
| wish them well in their future endeavours, reaching out more students like me

across the country.”

Educating school
children on
environmental issues
and ensure their

of tomorrow.

responsibility as citizens schools in Western, Southern & Central provinces. The Employee volunteerism (Hours):
campaign carried out 12 seminars on the importance of 370
saving natural resources and the impact of green-house Investment (Rs.): 647,304

NATURE OF PROGRAMME ON TRACK PROGRESS

In collaboration with AIESEC Colombo South, University Students educated (Number):
of Moratuwa and 12 of our branches, we launched an 1,482

awareness building campaign on sustainable living for
school children and teachers. This project covered 12

Teachers educated (Number): 73

gas emissions.

PEOPLE'S LEASING & FINANCE PLC
ANNUAL REPORT 2015/16



114

OVERVIEW OUR VALUE PROPOSITION

OUR STRATEGY MD&A

CAPITAL MANAGEMENT
NATURAL CAPITAL »

WORLD ENVIRONMENT DAY

= ~

Marking the World Environment Day on 5th June 2015, our Kandy branch collaborated with the Kandy Forest Office to organise
an educational walk with the participation of school children, representing several schools in the district. The campaign paved
the way to create awareness amongst the children and the general public on key environmental issues and the significance of

conservation.

KEY INDICATORS

Participated (Number): 350 school children

Employee volunteerism (Hours): 32

Investment (Rs.): 8,000

To educate the future generation
to be conscious of protecting the
environment.

BEACH CLEANING

= ~

Led by our Trincomalee branch, we carried out a beach cleaning project along the coastal stretch in Trincomalee, covering one
kilometre. This was organised in collaboration with the Divisional Secretariat in Trincomalee and aimed at creating awareness
and educating the general public on marine pollution and the importance of keeping the coastal belt in pristine condition.

Provided 10 waste bins to support the segregation of solid waste and established 10 benches at the Arugambay beach. Our
Ampara branch coordinated this project in consultation with the Coast Conservation Department.

KEY INDICATORS

Beneficiaries: Communities and visitors

Staff participation (Number): 26

Employee volunteerism (Hours): 144
Investment (Rs.): 137,548

To advocate coastal belt clean-up and
conservation

ADAMS PEAK - ENVIRONMENTAL CAMPAIGNS

= ~

As their signature projects, Nuwara Eliya and Ratnapura branches organised the annual environmental campaigns at Adams
Peak for the 10th and 11th consecutive year respectively. Under this initiative, the branch employees volunteered to collect
non-biodegradable litter, distributed over 1,000 environmental-friendly-bags to the pilgrims and visitors.

KEY INDICATORS

Staff participation (Number): 34

Employee volunteerism (Hours): 730
Non-bio-degradable litter collected (Kg): 460
Investment (Rs.): 211,285

Protect the ecosystem of Adams Peak
and advocate responsible pilgrimages.
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ENVIRONMENTAL INVESTMENT

In the reporting year, our Company invested a sum of Rs. 3.36 million for environmental initiatives carried out on a structured basis
on a four-pillar strategy. This corresponded to 187.18 % increase over the previous year.

‘ Environmental Investment ‘ Investment

| Description \ 2015/16 | 2014/2015 | % Change |
‘ Green initiatives (Rs. Mn) 3.36 1.17 187.18
| Green training (Rs. Mn) 0.26 0.27 (3.70)
| Opportunity cost of employee volunteerism (Rs. Mn) | 0.08] 0.14 | (42.86)

Note: standards & methodology of calculations: employee volunteer hours have been accounted by converting the basic hourly salary

multiplied by volunteer hours.

NC Table - 6

‘ Way Forward

| Pillar

Progress in 2015/16

Way forward 2016/17

Promote green consciousness across
PLC and its value chain

» Launched an all staff awareness

programme to create green conscious
across PLC.

» Continue programmes to promote
behavioural change towards
sustainable / green living and lending
among employees, customers and
stakeholders.

Manage and optimise PLC ‘s direct
impact

Continued Carbon footprint calculation
and became carbon neutral for the
first time.

» Take tangible steps to further
minimise and track impacts of
operations in a mission to become
self-carbon neutral.

Enable sustainability through
products and services

Developed a mechanism to track
green finance disbursements.

» Continue to promote green financing.

Reduce carbon footprint as a
nation through collaboration and
partnerships

Launched reforestation initiative
and school children awareness on
sustainable living.

Identified a requirement of an
Environmental Indicators Reporting
mechanism.

» Continue to provide a long term
solution towards Sri Lanka's
growing emissions problem through
reforestation.

» Environmental indicators will be
closely monitored and reported.

NC Table - 7
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OVERVIEW

Positioned as a top-tier corporate within the financial services sector of this country, we have over the years cultivated a strong
intellectual capital base encompassing intangible assets that culminates as our point of differentiation—which we strive to
muster and boost to further our value creation process. We fully recognise the significance of strategically managing our
intellectual assets, underscoring our efforts to differentiate our organisation and gain a competitive advantage, particularly
assuming greater significance in an overcrowded marketplace such as ours. The section herein will report on what we consider
as our intellectual assets, our approach to optimise and manage these assets and reflect on the performance indicators in this
regard.

J =| Management Approach | = €
Reinforce brand Strengthen group Leverage on information
positioning synergies technology

Engagement

Key Expectations
& Concerns |

Method Frequency

> Networking events Periodically > Uphold the brand promise

» Annual Report Annually » Reinforce group synergies
9 » Marketing campaigns As a_nd_when required » Enabled automated solutions

» Press & electronic media Periodically —_— » Effective management decision _—

> Official website Regularly making

» Social media Regularly » Ensure information security

> Rating agencies As and when required » Uphold integrity and responsibility

mzﬂm:m-m”mwrmvmﬂmarma.wmw”amammwmwnmmwmwra

MANAGEMENT APPROACH

In a complex business landscape, we are fully conscious of the significance of maximising the potential of intangible assets to
support our value creation process. We strive to proactively manage and leverage on these assets to give us a more efficient
platform to support our business strategy and action plans, including sourcing of low cost funds, reducing our operational

costs and securing further business opportunities. In this regard, we have set out a three-pronged approach based on the most
significant intangible assets owned by our organisation, enabling us to unleash our strategic advantages, differentiate the business
and secure our positioning amongst the intense competition. Under this approach, our focus is on our brand—seeking to drive in
a consistent message of quality and trust in all our stakeholder interactions. We also give priority to avail our synergistic ties with
our parent, People’'s Bank, and our sister companies; effectively collaborating on mutually beneficial business endeavours and
supporting one another to reap the strategic benefits of being a part of an emerging conglomerate within the corporate arena of
this country. Aside, we seek to leverage on the immense potential of technology—we are proactive, closely plan and monitor the
use of technology within the organisation to bring in better systems and processes to streamline operations for greater efficiency,
innovation and flexibility.
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in March 2016.

] ]
—| Intellectual Capital —
—| Spotlight - FY 2015/16 | =
Clinched several E Continued to \E Moving on \F Cottaborated\'Eﬁxpanded th) Initiated aw Updated \F
coveted corporate be rated by two par with the effectively core business comprehensive the I1SO
awards demonstrating |~ international Sovereign rating [S and organised |~ system to web portal, certification
the organisation's |~ rating [~ and reflecting & networking [~ cover our enabling standard on
financial prowess, agencies, Fitch the country’s events to treasury customers information
commitment towards International risk aspects, reinforce operations to interact systems
environmental and and Standard R our ratings were [ synergies with and factoring, and carry out management
social responsibility, | and Poor’s along downgraded the parent, our latest transactions to ISO/IEC
good governance  |< with the rating one notch by the People’'s Bank venture. online. 27001:2013
and accountability in [ from Fitch international and sister from the 2005
reporting, encircling Lanka. rating agencies network. E \f \f

the strength of k

all capitals of the
W

N

Key Performance
Indicators

w

*Based on the CBSL Annual Report 2015 LFC/ SLC Sector Assets

| For the F.Y \ 2015/16 | 2014/15 | % Change |
‘ Brand positioning ‘
| Brand value (Rs. Mn) 9,317.00 4,918.00 89.45 |
| Market share (%)* 12.48 13.78 (1.30 |
‘ Parent & group synergies ‘
‘ Window operations within parent network (Number) 110 109 0.92 ‘
‘ Subsidiary operations within PLC network (Number] 164 146 12.33 ‘
‘ PLC's transactions with the group (Rs.Mn]) 4,291.78 3,505.06 22.45 ‘
‘ Information technology ‘
| ICT investment (Rs. Mn) 213.79 180.96 0.18 |
‘ Automation & system revamps [Number of branches) 16 19 (0.16) ‘
‘ ICT training programme conducted (Number] 35 14 1.50 ‘
‘ ISMS Reviews/certification audits (Number) 1 1 - ‘
|

IC Table - 1
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BRAND POSITIONING
Refer: Relationship Capital - Customer
- Marketing & Communications, pages

84 10 65
PLC l

Brand Value

Rs. 9,31 7 Mn

2015/16

Growth, Prosperity
Reliability, Accountability, Trust

SLIBFI Award

> Silver Award - Best
Social Uplifting Islamic
Finance Entity of the year

- BT Magazine
> Rank 17

51st CA Sri Lanka Annual T

Report Awards 2014/15

> Gold Award - Financial
Companies Category

> Silver Award - Overall
Management Commentary

People

Development Award 2015 -
Sri Lanka Institute of
Training & Development

> Gold Award

SAFA Best presented

Annual Report Awards 2014

> 2nd Runners up -
Financial Sector

Top 25 Listed Companies

In a span of 20 years, we have secured a strong brand—initially under our parent's
brand wing and subsequently, developing our very own brand that reflects the quality
of our product and service. Our brand today is powerful, reaching across a spectrum
of customers and other stakeholders, evoking clear and consistent associations

and perceptions of what we stand—our brand values—aptly distinguishing our
organisation within the non-bank financial arena. Our branding initiatives are focused
to harness and reinforce the ‘top-of-mind’ recall along with the associations to
strengthen our image; and thus, buoy our ties with stakeholders and boost the value
creation process. Necessary training is given to our staff to uphold brand values in
every aspect of their job roles. A "positive-word-of-mouth’ remains focal to our brand
communication strategy. We also deploy below-the-line communication tactics and
to a lesser extent, above-the-line to reinforce our brand as discussed under the
Relationship Capital - Customer section of this report.

In the year under review, Brand annual published our brand value as at Rs. 9,317
million, corresponding to a 89.45 percent average growth during the period 2014/15 to
2015/16.

SLIM Nielsen Peoples

Awards 2016

> Financial Service
Provider of the year

< LACP 2015 Spotlights Awards
“ > Silver Award - Competition
Class of Printed Annual Reports
> Ranked among the Top 100 -
Communication Materials

Merit Award
> JASTECA CSR Award 2015

Ratings

> Fitch Rating Lanka: ‘AA- (Lka)’
> Fitch Ratings International: ‘B’
> Standard & Poor’s: ‘B+/B’

2016 STING Corporate Accountability Index

> Score recorded a step up from 63.55
(2014) to 64.60 accrediting Gold
classification

Best Corporate Citizen
Sustainability Award 2015 - Ceylon
Chamber of Commerce
> Among Top 10 Corporate Citizens
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PARENT & GROUP SYNERGIES
Refer: Subsidiary Review, Pages 128 to 132

Shared
procurement for
price and quality

Leverage on
brand to position
and gain market

share

Parent & Group
Synergies

negotiations with
suppliers

In the reporting year, our group was able
to achieve strong operational results,
with all five of our subsidiaries posting a
sound performance as discussed under
the consolidated and subsidiary review.

INFORMATION AND COMMUNICATION
TECHNOLOGY (ICT)

We pledge to use ICT as a driver
and tool for developing our future
objectives, maintained within
relevant laws and regulations,

to create, innovate and build our
business to meet stakeholder

T AT T T T AT T T

demands that will require speedy,
efficient and innovative response,
to initiate timely decision making

With 75 percent stake in our ownership, our parent, People’s Bank, stands as our
anchor and supports us with their brand strength, solid reputation, positioning and
their expertise. The Bank's operations reflect well on achieving our corporate goals.
The synergies we draw from our parent in terms of their branch network across the
country, collaborative marketing and product promotions and perceptive contribution
to the decision making process plays a major part in our operational success. Their
strength and support continue to underscore our positioning as a top-tier player
within the non-bank financial institution sector.

Adding to PLC's overall value generation capacity, we have established a well-
rounded group with five subsidiaries to our credit; engaged in diverse fields from
non-life insurance business, microfinance, fleet management & vehicle valuations
and property development. Within our group network, we have immense potential to
collaborate with one another, particularly, sharing expertise and best practices at
the Board and management level; inter-company training opportunities; sharing the
distribution channel and administrative, IT and risk management functions to gain
on economies of scale and thus, result in cost rationalisation. We also collaborate
effectively in offering a comprehensive product solution as a ‘one-stop’—a more
pragmatic and convenient service to customers through product bundling and cross-
selling—thereby, differentiating our positioning in an intensely competitive business
backdrop and standing as a dominant player in the industry.

>

and ensure that information
risk and security hazards are
minimised.

Strategic Priorities

Seek practical solutions

to optimise operational
productivity.

Align systems and processes
to the latest but appropriate
technology.

Extend training to users to
maximise the usage and avail
potential benefits distinctive to
the system.

Provide timely management
information and facilitate
online decision making.
Support strategic decision
making at the senior
management level.

Ensure information security in
all ICT related functions.
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Assuming a greater strategic
significance, information systems
technology extends a supporting
platform for our organisation to
effectively deliver on the corporate
strategy. A centralised function,
encompassing all departments at the
head office, branches in all parts of the
country and five of our subsidiaries,
technology has enabled to streamline
our processes and carry out operational
and administrative tasks with increasing
flexibility and ease. Given our astuteness,
we have sought to adopt and invest in the
best and the latest systems, of course,
with due diligence on its applicability
and relevance—enabling us to be
efficient, modern and thus, support

us to reap cost-benefits, differentiate
our product offer and service, and
achieve a competitive advantage in the
marketplace.

IT Platform

We have in place a comprehensive

three tiered-platform, enabling us to

be structured in our strategic planning
process, make ‘best-fit" decisions on
business requirements and extend
automated software/hardware solutions
to facilitate our operational plans. This
platform is fully equipped to extend
sophisticated solutions to information
and data analysis, generation of critical
management information reports

for decision making and real-time
information processing and transactions.
Our IT department is well versed and
extends comprehensive training and
user support to optimise on the platform
options.

In the reporting year, we initiated 'PLC-ONLINE, 'a comprehensive web portal;

giving our customers access to our products and services online. We also initiated

a factoring system entailing a customised software application to facilitate our new
product venture whilst establishing a treasury system to automate the commercial
paper and debenture transactions. We also set up a slip transferring process through
LankaClear for direct transfers between the Company and the Bank.

Developed in-house, ‘PLC-Online’, our latest web portal, ‘facilitates the
customers to access our products and services online with flexibility and ease.
The portal is user-friendly, enabling access through mobile phones, laptops or
tablet PCs from any geographical location with real-time transactions.

Key Features

Payment of lease rentals

View rental payment history

View cheque returns

Request for formal letters

Settlement request quotations and CR book copies

Online fund transfers from savings accounts within the PLC network
ATM country-wide access

Freeze ATM cards as and when required

View operating instructions, warrants, loans against fixed deposits and
updated interest rates

Pay insurance premiums and process renewals

YVVYVYVYVYYYYY

A\ 4

Core Business
System

Provides automation
e to core and non-core

operational functions E

Decision Support
System

Extends planning and
[ analytical tools for

strategic planning E

Management

Information System for decision-making E

Generates critical
PSRRI management reports
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Information Security

ISO/IEC 27001:2013

Information Security Management
System Certification

\/

DNV-GL

MANAGEMENT SYSTEM
CERTIFICATE

2y that the manage

People's Leasing & Finance PLC
ICT Department
o, 1163, Maradans

s, Cotemee DB, S Laska

B et a1 3 teslarm 10 B InfErmatiin Securty Masgement Syuen

150/1EC 27001:2013

This censticate i wal 130 ra ol scaga

sarvices

cial aeioe
‘wtabsmant of spplicatisty, version na. 3.9 dated 10-89-3018

We have in place information security
policies which are well internalised
across the organisation and the
subsidiaries with structured employee
engagement. An incident management
process facilitates all staff to report on
any incident that breaches information
security to the chief information security
officer for preventive and disciplinary
action. As discussed under the
Customer section, we also have in place
a separate disaster recovery site in a
remote location, along with a disaster
recovery plan to safeguard systems,
applications, business processes, data
and information. This system covers

all functions across the organisation
along with the subsidiary network. Both
on-site and off-site disaster recovery
mechanism secure and back-up data
and information. The Business Continuity
Plan is periodically tested to ensure that
the mechanism is current and effective.

Necessary precautions are taken to
address the key risks along with proper
action to ensure information security
across the organisation. Our information
security risk management plays a

vital role in this regard—identifying,
evaluating and addressing the risks
involved in our systems and processes.
Periodic information security audits are
conducted internally by the Internal Audit
and externally, with the engagement of
M/s DNV GL - Business Assurance India
to validate the effectiveness and currency
of the safeguards and soundness of
practices in IT security management. We
also engage M/s KPMG Sri Lanka and
M/s PricewaterhouseCoopers Sri Lanka
to conduct vulnerability assessment

and penetration tests to review and
safeguard from malicious attacks and
threats to the systems, its applications
and data. The IT platform is duly certified
under the ISO Information Security
Management System standard, which
was upgraded in the reporting year to
the latest ISO/IEC 27001:2013 from the
2005 version.
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CONTRIBUTION TO THE ECONOMY

OVERVIEW
Over a span of 20 years, we have established our organisation to be at the forefront of the non-bank financial institution sector,
with significant value creation capacity and ripple-effect socio-economic benefits, both direct and indirect, to support the

nation’s development trajectory. We have the expertise and are backed by a strong brand, parent and group synergies, vast
outreach, diverse product and a talented team of professionals to facilitate our business aspirations in value creation. We are
well-set and positioned to ensure the well-being of our stakeholders, support them and meet their diverse expectations.

MANAGEMENT APPROACH
Economic Policy
We are committed to building and [ )
L . » Economic Performance
sustaining an economically sound
business model that will be centered Report Content -

Materiality (GRI- G4)

on an integrated and focused approach
constructed on a platform of sound
governance, ethics, transparency and
accountability while enhancing stakeholder
value and being a true partner in sustained
national economic development.

» Indirect Economic Impact

Our approach to value creation is
not limited to short-term goals, but

encompasses a more holistic process, reflected by the key indicators given below, particularly, within the branches located in
where we seek to reach sustainability in North, North Central, Eastern and Southern provinces.

the long term, striking a balance from

an economic, environmental and social In our quest to support the fight against climate change, we have taken proactive
standpoint. The strategic focus is on measures with due investments to lead our organisation towards carbon neutrality.
driving operational viability underscored Our eco-friendly products under the Green Financing Scheme, with energy

by good governance, effective risk management programme and bio-diversity based campaigns support the Company’s
management and ethical business efforts in this regard, in effect, turning adversity in to opportunity.

practices; whilst simultaneously, seeking
to contribute and address social and
environmental issues which intersect

\ Agri Based Portfolio Performance \

with the business and relevant to the ‘ Key Indicators ‘ 2015/16 ‘ 2014/15 ‘ % Change ‘
communities in which we operate. Agriculture based portfolio (Rs. Mn] 2,280.08 | 2,462.57 (7.41) |
This approach is interweaved in to our : :
corporate strategy and related action Agriculture based disbursements (Rs. Mn) 1,014.12 708.80 43.08 ‘
plans which will be discussed in detail in Agriculture based non-performing portfolio 68.84 135.81 (2.48)
the ensuing section. (Rs. Mn])

Agriculture based non-performing ratio (%) 3.02 5.50 (45.09) ‘
DIRECT AND INDIRECT ECONOMIC
IMPACTS Environment investment (Rs. Mn) 3.36 1.17 187.18 ‘
Financial Impacts from Climate Change CE Table - 1

CORE OPERATIONS

With a significant exposure to the
agriculture sector, representing
1.77 percent of the total portfolio, Our value creation process is extensive and multifaceted. Our core business,
we recognise the impacts of climate predominantly, loans and leases, caters to the funding needs of the country’'s key
change on our business as well as sectors including transport, agriculture, manufacturing and construction. The
from a broader perspective. Although commercial purpose facilities to purchase/lease passenger vehicles, trucks and
not that substantial, climate change tippers have substantial capacity to spur further value in their respective sectors—
has a bearing on our agriculture and with multiplier benefits flowing throughout economy. Our engagement with the
agri-based industries sector portfolio small and medium enterprises stand significant, supporting them to be a catalyst
performance, in turn, affecting our in economic growth as envisaged within the country’s development agenda. Apart
overall financial results. In the reporting from the core business, our product diversification efforts including Islamic finance,
year, the extremities in weather that deposits, margin trading focusing on the capital market and factoring further add to
prevailed afflicted the sector portfolio as our value creation process and thus, to the economy.
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SUBSIDIARY OPERATIONS
Refer: Intellectual Capital, Pages 116 to 121
Subsidiary Review, Pages 128 to 132

‘ Value Creation - Contribution from Subsidiaries

‘ F.Y Ended 2015/16 2014/15 %

Rs Mn Rs Mn Change
‘ Insurance premium income (GWP) 3,813.27 3,440.60 10.83 ‘
| Underwriting profits 253.69 15184 67.08 |
| Microfinance disbursements 1,690.00 | 118652 42.43 |
‘ Fleet management revenue 244.04 188.05 29.77 ‘
‘ Profit after tax - property development 367.03 106.72 243.92 ‘

CE Table - 2

Our subsidiary network complements our potential to create value. Our insurance arm, recently listed on the Colombo Stock
Exchange— has emerged in to a leading player within non-life insurance segment; with greater propensity to add value,
particularly, given its substantial exposure to small and medium businesses. Our microfinance venture continues to gain ground
and plays a catalytic role in uplifting the rural poor and the underprivileged communities—culminating in significant benefits both
direct and indirect from a socio-economic standpoint. Fleet Management inclusive of its vehicle valuation services and property
development further complements this process.

OUTREACH & EMPLOYMENT
Refer: Relationship Capital - Customer Pages 54 to 68
Human Capital, Pages 82 to 94

We have established a wide network of operations with distribution reaching across the island with 92 branches and 110 window
operations. This sets the platform on one hand, to be an inclusive financial services provider, reaching out to the needs of a range
of customers; and on the other, to support the economy with employment generation. We have currently over 1,800 personnel
employed, including employees directly recruited within the communities in which we operate, in turn, facilitating regional
development. We also ensure a positive work environment for our employees, enabling them to uphold their quality of life, which
has the power to uplift industry standards and benefit the overall society.

\ Province wise Outreach, Employment and Core Investment - 2015/16 \

Provinces Branches | Window Offices \ Employment & Residence \ Gross Portfolio| Share of GDP *
(Number) (Number) | 52me Province Different| Value (Rs Mn) (%)
Province
| Central 1 8 135 23 12,981.93 10.4 |
'Northern 1 60 2 2,587.18 3.6
' North-Central 9 55 10 5,403.03 5.1
 North-Western 13 93 17 8,425.44 107
 Sabaragamuwa 15 72 18 6,816.86 6.7
Uva 6 6 93 11 7,785.31 5.0
Western** 33 16 798 175 61,606.10 416
 Eastern 8 12 84 7 614117 6.0
| Southern 12 20 170 1 17,313.60 10.9]
| Total 93 110 1,560 274 129,060.62 1000
*Provincial GDP figures based on revised 2014 figures-2015 Annual Report, Central Bank of Sri Lanka ‘
** Include Head Office
CE Table - 3

PEOPLE'S LEASING & FINANCE PLC
ANNUAL REPORT 2015/16



124

OVERVIEW

OUR VALUE PROPOSITION

OUR STRATEGY

MD&A

CONTRIBUTION TO THE ECONOMY

COMMUNITY BASED INITIATIVES

Refer: Social Capital - Community, Pages 95 to 104

‘ Community Infrastructure Development Projects - 2015/16

Base Hospital, Homagama

Infrastructure Development Project Beneficiaries/output Investment during
status 2015/16 (Rs. Mn)
Reconstruction of Kodikamam Completed | Restoration of normal life, generating and supporting 15.78
Railway Station live hood related activities and assisting in restoring (Total Investment :
connectivity within the Northern Province. Provides Rs. 54.77 Mn)
eight to ten trips per day including 'Yaldevi' from Mt.
Lavinia to Jaffna
Renovation of the auditorium of the | Work in 25,000 - 30,000 have been trained annually including 4.1
Accident & Orthopaedic Service of progress medical officers, nursing officers, medical students,
the National Hospital, Sri Lanka pupil nurses, post graduates trainees, staff of armed
officers & staff from government & non-government
organisations
Construction of a Children’s Park in | Completed | Benefits over 50 children to play at once 1.5
Mahiyanganaya town. (Total Investment :
Rs. 2.5 Mn]
Construction of two class rooms Completed | Benefits 80 A/L students and two teachers in Ariyagama 0.46
for the A/L students in Ariyagama Siddhartha Maha Vidyalaya, Chilaw &
Siddhartha Maha Vidyalaya, 75 students and ten teachers in Kadawatha Mahabodhi
Chilaw & a shrine for Kadawatha Vidyalaya
Mahabodhi Vidyalaya
Construction of a library at Completed | Having a proper place for 400 ola leaves, benefiting 100 1
Pravachanodaya pirivena, Molligoda monks (Total Investment :
Wadduwa Rs. 5 Mn]
Renovation of Maternity Ward of the | Completed | Benefits 1500 mothers per year. 0.73

CE Table - 4

Our community based initiative seek to uplift the living standards of the communities in which we operate. The infrastructure
support we extend to the communities, in particular has a greater significance in terms of creating economic value, with benefits
cascading across the society from a long term perspective.
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ECONOMIC VALUE GENERATED AND DISTRIBUTED

Our value added statement set out below reflects the economic and market value generation, distribution and retention for the
financial year 2015/16 along with the comparatives for the preceding year.

| Statement of Value Addition

|
F.Y Ended | 2016 | 2015 |
| Rs. Mn | % | Rs. Mn | % |
| Interest income 17,876.08 19.247.62 |
| Cost of services (9,861.56) (11,053.70) |
‘Value added by financial service 8,014.52 8,193.92 ‘
| Other income 1,310.15 1,294.01 \
Impairment charges (258.35) (1,644.88)
Total Value Added 9,066.32 7,843.05
\ Distribution of value added \
Salaries and other benefits 1,807.02 1,565.23
To employees 1,807.02 19.93 1,565.23 19.96
| Dividend to ordinary shareholders | 1,974.83 | 1,974.83 |
Dividends to preference shareholders 38.39 66.31
To providers of capital 2,013.22 22.21 2,041.14 26.02
\ Income tax expense 1,917.83 1,246.23 \
| VAT on financial service 546.04 362.57 |
Other taxes charged for the year 241.96 183.90
To the government 2,705.83 29.84 1,792.70 22.86
CSR & Donations 79.60 72.86
To community 79.60 0.88 72.86 0.93
| Retained profits 2,372.52 1,778.13 |
\ Depreciation and amortisation 210.22 217.07 \
Deferred taxation (122.09) 375.92
To expansion and growth 2,460.65 2714 2,371.12 30.23
Total value Distributed 9,066.32| 100.00 7,843.05  100.00
CE Table - 5
Distribution of Value Added
2015/16 2014/15

20%

27%

—

—— 30%

M Employees

M Providers of capital

M Government

1%

20%

M Community

M Expansion and growth

—

26%

—— 23%
1%

PEOPLE'S LEASING & FINANCE PLC
ANNUAL REPORT 2015/16



126

OVERVIEW OUR VALUE PROPOSITION OUR STRATEGY MD&A

CONTRIBUTION TO THE ECONOMY

| Economic Value Added (EVA) |

F.Y Ended \ 2015/16 | 2014/15 |

\ Rs. Mn \ Rs. Mn \

‘Shareholders funds 22,771.87 21,135.79 ‘
| Add - Cumulative impairment provision 1580.86|  2.124.81]
Add - Cumulative market building expense 743.71 776.17

25,096.44 24,036.77

‘ Profit attributable to Shareholders 4,347.35 3,752.96 ‘
| Add - Market building expenses for the year 318.86 309.51|
‘ Add - Impairment charge for the year (543.95) 789.68 ‘
Add - Deferred tax charge for the year (122.09) 375.92

4,000.17 5,228.07

Economic cost at the rate of 8.98% (8.23% for 2014/15) 2,206.08 1,860.94
Economic Value Added (EVA) 1,794.09 3,367.13
CE Table - 6

Economic value added indicates the surplus value created for the shareholders on their investment. During the financial year
2015/16 PLC's EVA has lowered by 46.72 percent mainly due to increase in economic cost by 18.55 percent.

| Market Value Added (MVA) |

For the Year \ 2015/16 | 2014/15 |
\ Rs. Mn \ Rs. Mn \
Market capitalisation/market value of equity ‘ 25,277.80 ‘ 34,914.96

Less : Equity Owners’ funds

Shareholders’ funds 22,771.87 21,135.79
Total equity owners’ funds 22,771.87 21,135.79
Market value added 2,505.93 13,779.17
CE Table - 7

The MVA shows the value created with the market value of shares between the capital contributed by the shareholders. Due to
the negative sentiments prevailed in the market, PLC market capitalisation reduce by 27.60% during the financial year 2015/16. A
comprehensive discussion on PLC market capitalisation is set on pages 75 to 76, investor relation.
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SHARED VALUE CREATION & KEY INDICATORS 2015/16

Customer

Our inclusive suite of products including the subsidiary operations facilitate diverse customer
requirements, mainly within the SME and the retail sector. We have the expertise and well-trained and
motivated staff to extend the best and quality service.

-
Q'D » Leasing & loan disbursements: Rs. 65,692.00 Mn

» Islamic finance disbursements: Rs. 5,175.33 Mn
» New deposits generated: 20,699

Shareholder ’
We are steadfast in our efforts to generate strong and consistent profits and extend stable returns on ]
equity to our shareholders. r
’
v

» Net profits:Rs. 4,347.35 Mn
» Return on equity: 19.80%
» Earnings per share: Rs. 2.75

» Dividend per share: Rs. 1.25 ’

VIZ F T mF AT F AT T rrFrTrarFry T TFIEFTFIFIFTTFTFIFTFT T T T T I T ITTTFITTIIF T T T TFIFTFTFTITTFTIRTITTFITTTIFFTFIFTTFTF A
Employees ’

We provide employment for over 1,800 personnel and extend solid careers with due compensation, f

rewards, recognition for performance and training to meet skills gap. a

’

. |

» New recruitment: 322 o

» Total employment benefits: Rs. 1,807.02 Mn
» EPF & ETF: Rs. 118.52 Mn

» Gratuity liability: Rs. 226.99 Mn /]
VIZF T mF AT F AT rFFrrarFrr TP TFIF T T TFITFTF T TP T T I T ITTTFITTIIF T T T TFIFTFTFTITTTITRTITTFITTTIFFTFIFTTFTF a7
Suppliers

We support a substantial supplier base within the value chain and advocate best practices to be
adopted within their businesses.

@ @ » Supplier base: 22,633

» Local supplier payments: Rs. 51,726.24 Mn
» Local supplier payments: Over 99%

Government, Statutory and Regulatory Agencies
We are conscientious in meeting statutory tax payments in support of public finance and duly comply
with the directives, rules and regulations set by statutory and regulatory agencies.

» Value-added tax on financial services: Rs. 546.04 Mn
» Income tax: Rs. 1,917.83 Mn
» Super-gain tax (FY 2013/14): Rs. 741.08 Mn

Society

We are committed to be a responsible corporate citizen. We support our communities in addressing
@ @ their challenges and issues whilst being proactive in reducing emission and reducing our carbon

footprint.

@z} » Community investment: Rs. 76.25 Mn

» Environment investment: Rs. 3.36 Mn
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% L OPLE"S
PEOPLE’S INSURANCE PLC ‘i’@, INSURANCE

building lasting tuast....

OVERVIEW OF THE COMPANY
People’s Insurance [Pl) commenced commercial operations in 2010 as a non-life [general) insurer, licensed by the Insurance Board of Sri Lanka (IBSL)

and backed by reinsurers in line with the IBSL standards. Pl provides a wide range of insurance products, including motor, fire and marine insurance
for both individuals and corporates under life-style and business products. The Company’s island wide presence, through regional offices and window
offices at PLC branches and trusted brand image, ensures strong market presence and growth opportunities in future.

5th Largest Player Rs. 6,642 Mn 11% Growth 20.62% Rs. 464 Mn
in the Industry Total Assets Premium Income ROE PAT

FOR CURRENT YEAR (2015) KEY ACTIVITIES DURING THE YEAR - 2015

> List on the Main Board of the CSE. > Successfully completed its IPO by listing on

> Consolidate the captive-market and increase the non-captive direct the Main Board of the CSE with almost 6
businesses. _ = times oversubscription.

> Enhance group synergies. % | > Strengthened the group synergies by

> Focus on service quality & product responsibility. product bundling with the support of PLFML

> Maximise the brand strength of the Company & the Group. and PLPDL.

> Expanded the outreach through branches
Lo - - o - and window offices within the group network

while strengthening the operations at the

FOR FUTURE YEAR (2016) two regional offices in Galle and Negombo.
> Top line growth by improving the non-captive direct business. > Strengthened ties with the Group, conducted
> Reinforce strategic relations with the PLC Group. promotional campaigns in collaboration on
> Exercise discipline in underwriting and improve claims management,| group brand enhancement.
> Offer well-structured training programmes including foreign > Added value and designgd PFO_dUCtS to )
trainings to enhance technical and soft skills. enhance customer relationships addressing
E diverse customer needs.

Intellectual Natural
Capital Capital

B0 1401
> Pl has become Sri Lanka's 5th largest non-life insurer in terms of the Carbon Conscious Certification
market share and offers following products. ‘ ‘ 2013 ‘ 2014 ‘ 2015 ‘
| Carbon footprint (Tonnes) | NC* | 560.71 | 133.00 |

Gross Written Premium

Relationship 84% ——

Capital
S Financial %
Capital
| Customers | 2013 | 2014 | 2015 | s < Tt

‘ Policyholders 107,782 111,426 134,612 - .MB%
otor arine
‘ Customer touch points 87 100 110 B Fire M Miscellaneous

Human Total Assets . ROA
i Rs. Mn A
Capital o m
4000 / 8
5,000
Employee Vs Cost Employee Promotion 4,000 6 I

Rs.Mn Number Number 3.000 4
120 300 140 2000 )
/ 250 120 100
0 100 0 0
200 80 2013 2014 2015 2013 2014 2015
60
“ 150 g personnet w0
100 st 20 Revenue PAT & ROE
== No of
9 50 Employee 0 Rs. Mn Rs.Mn %
2013 2014 2015 2013 2014 2015 4.000 500 “
0 — 400 30
2,000 30 20
200
1,000 100 10
W PAT
0 0 0 =ROE
2013 2014 2015 2013 2014 2015

NC* - Not Computed
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PEOPLE’S MICROFINANCE LIMITED

PFEOPLES MICRORNANCE LTD

OVERVIEW OF THE COMPANY
People’s Microfinance Limited (PML) incorporated in 3rd September 2010, reinforcing PLC’s aspirations towards being an inclusive financial services

provider. PML extends funding support to uplift the grass-root communities, broadly falling under the unbankable category. PML has established a
significant outreach as one of the key microfinancing institutions in the country within 5 years of commercial operations.

Rs. 1,690 Mn
Disbursement

<

Rs. 1,493 Mn
Loan Portfolio

Rs. 1,570 Mn
Total Assets

<

41,308
Customer Base

<

L7

FOR CURRENT YEAR (2015/16)

» Bring in greater discipline to grantings and recoveries to improve the
quality of the product mix.

» Support rural communities to improve their living standards.

> Extend training opportunities, technical and marketing support to
enhance management skills of unit leaders of the Company.

> Offer best services and products to enhance customer relationships.

I Strategic
Priorities

|
|
5
:

FOR FUTURE YEAR (2016/17)

> Expand the outreach through the branches to mitigate the intense
competition in the industry.

> Provide credit and support services to enhance the loyal customer
relationships.

> Maintain the transparency and trust of the Company with sound governance
practices by complying with the upcoming microfinance regulation.

KEY ACTIVITIES DURING THE YEAR -
2015/16

> Strengthen the loan portfolio to mitigate
the exposure to risks in the industry.
Extended savings facilities, developing
new facilities to support the education
of clients’ children while providing
training to cluster leaders and assisted
to build effective linkages in the supply
chain.

Supported the communities to access
new technology through the equipment
loan facility.

Conducted several training
programmes to regional supervisors

& unit leaders to develop their
management skills.

>

Intellectual The Company has over 3,400 cluster of customers Natural .
Capital islandwide within the short span of life, aiming to uplift Capital z (
o the living standard by extending financial support. 3 ey,
Carbon Conscious Certification
| | 2013/14 | 2014/15 | 2015/16 |
‘ Carbon footprint (Tonnes) ‘ NC* ‘ 40.72 ‘ 32.64 ‘
S A & Total Assets
Ms. P. Vasanthamalai - Trincomalee R;ggg
Financial 1,500
Capital ~
e 1,000
500
] 0
- . 1314 1415 1516
Ms. V.M. Anjelo - Trincomalee Ms. A. Shashipraba - Wallawaya.
Revenue - Breakdown ROA
Relationship *
92% —— 7
Capital " i
< S 5
4
|Customer | 2013/14] 2014/15] 2015/16] 8% 3
Customer base 43,625 42,097 41,308 : i
Clusters 2,246 2,827 3’450 M Interest Income B Commision Income
. M Fees & Commision B Parking Fees 0 1314 1415 1516
Customer touch points 34 35 39
Employee Vs Cost Revenue PAT & ROE
Human Rs.Mn Number Rs.Mn Rs.Mn %
Capital 100 250 480 40 50
T 80 200 400 —— e @
60 150 320 2 30
240 20
“0 100 g Eersﬂnnet 160 E 20
ost
& 50 = No of 80 5 10 -
0 0 Employee 0 0 0 =ROE
1314 1415 15/16 1314 1415 15/16 1314 1415 1516
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-~ x
PEOPLE’S LEASING FLEET MANAGEMENT LIMITED @ |F|.!E_|[

OVERVIEW OF THE COMPANY
People’s Leasing Fleet Management Ltd (PLFML) incorporated in the year 2008 and restructured in 2013/14, and has progressively moved forward,

steadily paving the way to make a mark within the fleet management arena. With the restructure, the Company focused on building up four key services
- vehicle fleet management as the core service, vehicle valuations, rent-a-car services and vehicle sales. Essentially leveraging on synergies within the
Group, particularly with the parent entities and with sister company, People’s Insurance PLC.

Rs. 261 Mn Rs. 244 Mn 14.11% 4.45%
Total Assets Revenue ROE PAT Growth

FOR CURRENT YEAR (2015/16) KEY ACTIVITIES DURING THE YEAR
> Due investments to expand and upgrade the fleet including rent-a-car. -2015/16
> Strengthen the fleet monitoring mechanism with the use of technology. > Invested Rs. 26.15 million on
> Streamline valuation & vehicle sales processes for effective delivery. MWWW branded luxury vehicles.
> Gear the valuation department in line with parent, PLC's proposed > Established island wide vehicle
regional operational structure. valuation network.
> Establish a vehicle sales center in Colombo. » Streamline valuation & vehicle
sales processes for effective
- delivery.
FOR FUTURE YEAR (2016/17) > Established five regional leaders
> Establish a vehicle sales in Kandy to grab opportunities outside the main city. within the PLC branch network.
> Due investments to expand and upgrade the vehicle sale. » Hired a new land in Borella to
> Open a valuation call center to give speedy communication links to establish a vehicle sales unit.

customers.
> Diversify the business operations by venturing to operating lease.

Intellectual Natural
(?aSit:f ue The Company offers following products: z
) -\ \ ) . _ . ) Wé‘arbon Conscious Certification

| \ 2013/14 | 2014/15 | 2015/16 |
‘ Carbon footprint (Tonnes) ‘ NC* 539.29 ‘ 552.03 ‘
[ SRyt = = 2 = % ol .
Vehicle Fleet Vehicle Maintenance Total Assets
. o Rs.Mn
300
250
Financial 200
Capital 150
T : 100
D 50
Vehicle Valuations Vehicle Sales )

13/14 14/15 15/16

RelaﬁOHShip Revenue - Breakdown ROA
Capital %

38% 1
14
| Customer | 2013/14 | 2014/15 | 2015/16 | o 12
: — 10
‘ No of service centers 28 39 43 ‘ L % 8
. 17% 6
| No of valuation 14,428 27,003 37,516 | 4
2
i mo ting L M Vehicle Sal
| Vehicle fleet 56 53 56 | Boouios Dt o ——_—
| Certified valuers 29 39 45 | W Repair ncome
Employee Vs Cost Revenue PAT & ROE
Human . Rs.Mn Number ReMn Rs.Mn %
Capital 60 100 300 30 20
- 2
5 75 20 15
200 @
30 50 150 15 10
W P L 10
15 F 100 5
= Noof 50 ° w Par
0 0 Employee 0 0 0 =ROE
1314 1415 15716 B s 1506 1314 1415 1516
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PEOPLE’S LEASING PROPERTY DEVELOPMENT LIMITED

OVERVIEW OF THE COMPANY

People’s Leasing Property Development Limited (PLPDL) incorporated in 15th August 2008 to undertake construction projects for PLC Group and for

People’s Bank. As at date, PLPLD has successfully completed the PLC head office building in Colombo 08, together with construction projects totaling

to 14 branches for People’s Bank.

6 Projects Rs. 2,862 Mn Rs. 302 Mn
Completed Total Assets Revenue

<

Rs. 367 Mn
PAT

L7

FOR CURRENT YEAR (2015/16)

» Complete projects in hand as per the timeline and budgets without
resorting to cost over-runs.

> Strengthen the Financial Position of the Company while reducing ww""',nmﬂ"
financial burning.

2

S ST

R - .
E Strategic
|| Priorities

FOR FUTURE YEAR (2016/17)

> Better coordination with contractors with the purpose of completing
more projects in future.

> Negotiate with People’s Bank and PLC for new projects.

> Obtain service of other consultancy firms to improve competitiveness,
quality of design & reduce over dependency on single firm.

KEY ACTIVITIES DURING THE YEAR

-2015/16

» Completed construction work of
the Hakmana, Hatharaliyadda,
Mathugama, Beruwala, Naula and
Kodikamam branches and handed
over to People’s Bank.

> Settled Rs. 800 Mn long term loan.

> Negotiated to commence
construction of new branches for
People’s Bank and PLC.

Intellectual

Capital Snapshots of few projects completed

Financial
Capital

N

89% —

3%
8%

M Parking Fees

Revenue - Breakdown

M Rent Income W Commision Income

Revenue
Rs.Mn
400
. - ) w T T~
People’s Bank - Hakmana Branch
200
Relationship Human 100
Capital Capital 0
R D 13/14 1415 15/16
Projects Completed Employee Vs Cost
Number Rs.Mn %
10 15 10
8 8

~ o
2
IS

W Personnel
Cost

= No of
Employee

N}
~

0 0
13/14 14/15 15/16 13/14 14/15 15/16

o

Total Assets

Rs.Mn
4,000

3000

2,000

1,000

0
13/14 14/15 15/16

ROA

6
4
B
0

13/14 14/15 15/16

PAT & ROE
Rs.Mn %
400 40
300 30
200 20

100 10
 PAT
0 0 =ROE
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PEOPLE’S LEASING HAVELOCK PROPERTIES LIMITED

== PEOPLE'S LEASING
A T ROPETE

LIMITED

OVERVIEW OF THE COMPANY

People’s Leasing Havelock Properties Limited (PLHPL) was incorporated in 12th August 2010 to construct an office complex for PLC Group in Havelock

Road, Colombo 5.

trategic
riorities

s
| P

FOR CURRENT YEAR (2015/16)

> Change the design of the office complex to facilitate more space for the
office use.

> Complete the construction work of the office complex.

FOR FUTURE YEAR (2016/17)

» Completion of the office complex and lease out to commence
operations in the completed building.

» Commence new projects in the adjoining land.

KEY ACTIVITIES DURING THE YEAR

-2015/16

> Amalgamate adjoin land to the
land in which the construction is
ongoing.

> The layout of the building changed,
adding extra floors to the office
complex while shifting the car park
to adjoin land.

> Company has invested Rs. 356
million during the year to bring the
office complex to present level.

DO

DRI

i
e P A A I

Intellectual
Capital

S

The present mien

Financial
Capital

Total Assets

Rs. Mn
2,000

1,500
1,000

500

0
13/14 14/15 15/16

PEOPLE’S MERCHANT FINANCE PLC

OVERVIEW OF THE COMPANY
People’s Merchant Finance PLC is a public limited liability company incorporated in Sri Lanka on the 26th January 1983, quoted on the Colombo Stock
Exchange in July 1994 and registered under the Finance Leasing Act No.56 of 2000 & Finance Business Act No. 42 of 2011. Principle activities of the

Company are Leasing, Hire Purchase, Fixed Deposits, Savings, Pawning and Marginal Trading.

FOR CURRENT YEAR (2015/16)

> Restructure the Company to start the operation after one and
half year seized of operation.

> Strengthen the recoveries function of the Company to smooth the
funding floor.

FOR FUTURE YEAR (2016/17)

> Increase the volume of the business.

> Increase the financial inclusivity by offering new products such
as gold loans, business loans.

> Expand the deposit base through children saving accounts,
daily collection accounts for business community and etc.

KEY ACTIVITIES DURING THE YEAR - 2015/16

> Appointed PLC as the Managing Agent to
the Company to revamp the Company’s
operation.

> Stringent recovery effort accentuated
and auctioned the idle gold stock &
repossessed vehicles.

» Conducted branch level promotional
campaigns (BTL).

» Strengthened & smooth the processes to
run the operations at the expected level.

» Enhanced the Company capitals including
human resources.

» People’'s Bank and PLC offered mandatory
offer by marking 87 percent of joint
ownership.

PEOPLE'S LEASING & FINANCE PLC
ANNUAL REPORT 2015/16



133

CORPORATE STEWARDSHIP

FINANCIAL INFORMATION

SUPPLEMENTARY INFORMATION

FUTURE OUTLOOK

MACROECONOMIC OUTLOOK
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The global economy continues to reflect
improved sentiments, although uneven
and uncertain. The year ahead, 2016, is
tipped to grow modestly and growth is
expected to gradually accelerate towards
the medium term. Yet, the fundamentals
across the nations remain fragile and
significant down-side risks still prevail—
looming to weaken the global economic
prospects. The slower than anticipated
turnaround in advanced economies;
anxieties that surround the emerging
market slowdown led by China;
fluctuations in the commodity markets;
the volatilities in the financial markets;
together with the worsening geopolitical
scenario; may very well mask the
optimism we have for the ensuing years.

This uncertainty within the global
economy coupled with the internal
challenges present within the political
and macroeconomic landscape does
not reflect well on the country’s growth
trajectory. The upward monetary policy
adjustments, balance of payment crisis
and fiscal complexities pervade and
undermine the overall level of business
confidence and thus, will limit the
economic activity in the short-term.

Yet, we expect the policy adjustments
and structural changes from the fiscal,
monetary and external fronts—to correct
the imbalances in the economy and bring
in better prospects and confidence in
the mid-term. The country is forecast to
move towards greater economic activity
and achieve broader socio-economic
goals aspired in the post-conflict years.
The economic growth is expected to
stabilise around 7.0 percent levels by
2019.

COMPANY OUTLOOK

The emerging operating backdrop is
complex, volatile and challenging. As

is the case across the industry, our
organisation is exposed to the adversities
that shroud our macroeconomic
environment at present. This is further
execrated by the higher duty structure on
imported motor vehicles and the loan-
to-value ratio which restricts our volume
growth. The performance of the overall
leasing and loan portfolio along with

the new ventures in margin trading and
factoring may not achieve the potential
and the results may be relatively
lukewarm in the immediate year-ahead,
2016/17.

However, in the medium term, we

are well geared to steer our business
amidst the headwinds and bolt on the
opportunities inherent in our emerging
economy. Within the two decades,

we have nurtured our expertise; built
strong ties and engaged effectively with
key stakeholders; and invested well

on growing our product, distribution
network and on technology to streamline
our processes. We have the capacity

to maximise the use of our capital
resources and bolster the wealth
creation process and deliver sound
returns to all our stakeholders. Our
three-year Strategic Business Plan,
2015-2018, as discussed under the Our
Strategy section sets out our strategic
options in managing and achieving our
business targets and goals. The focus
areas of our strategy are outlined below:

Service Excellence

Our customer base is a key forte for the
organisation. Hence, our top priority will
continue to be service quality, which
warrants careful attention not only for
customer retention in a competitive
backdrop; but, also to spur positive
‘word-of-mouth’ referrals to boost

new customer patronage. We will
therefore, focus and invest strategically
to build a professional and rounded
team—empowered and responsible to
be proactive and committed to deliver
excellence in service, upholding best and
ethical business practices.

We will also continue to further invest in
technology which will support our efforts
to enhance the level efficiency of our
business processes and thereby, deliver
speedy and responsive service to our
valued customers.

Market Outreach

Seeking to gain market share, we intend
to further rationalise our distribution
network and expand our presence

in strategic locations—with higher
concentration of potential customers.
Adhering to regulations of Central Bank
of Sri Lanka we will not open window
offices hereafter. Necessary investments
will be made on recruitments to gather
the right-profiled administrative teams
and on support systems and processes
to successfully operate this scheme.
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"WE ARE WELL
GEARED TO STEER OUR
BUSINESS AMIDST THE
HEADWINDS AND BOLT
ON THE OPPORTUNITIES
INHERENT IN OUR
EMERGING ECONOMY.
WITHIN THE TWO
DECADES, WE
HAVE NURTURED
OUR EXPERTISE;
BUILT STRONG
TIES AND ENGAGED
EFFECTIVELY WITH KEY
STAKEHOLDERS; AND
INVESTED WELL ON
GROWING OUR PRODUCT,
DISTRIBUTION NETWORK
AND ON TECHNOLOGY
TO STREAMLINE OUR
PROCESSES”

Product Development & Diversification
Our product strategy seeks to gear our
portfolio to be competitive and robust

to weather a possible down-turn in the
economy and effectively meet policy
changes. Our aim is to bring in greater
value addition to our core portfolio

in leasing and loans; particularly,
focusing on developing variable rate
instruments and Islamic finance product
solutions. We will be bullish in marketing
promotions of our existing value-added
range including the Fast-Track loans. We
will also look to further strengthen and
increase the level of penetration of our
two new ventures in margin trading and
factoring. This includes expansionary
plans to set up dedicated units to

carry out these operations in potential
branches.

We will also strengthen our deposit
taking activities—driving for low cost
funds through savings products. To this
end, we intend to be focused in adding
value to our deposit products, creating
awareness and inculcating the habit

of saving especially amongst the rural
communities and school children. We
will also look at tapping into micro
savings through collaboration with

our microfinance arm. Fixed deposits
however, will continue to be strategically
promoted subject to treasury
management approach to minimise the
maturity mismatches between assets
and liabilities.

Growth Opportunities

Apart from securing growth
opportunities within the country from an
organic approach, we are also looking
at our proposed options beyond our
borders, particularly, penetrating the
South Asian markets.

Social and Environment Responsibility
We will uphold our commitment to social
and environment responsibility, seeking
to be more focused in our initiatives
and projects as envisioned under our
five-focused strategy—given expression
under the ‘PLC Care’ campaign. We will
continue to invest 2.5 percent of our
profits and give due recognition and
rewards for employee volunteerism for
social and environmental projects.

Financial Discipline and Corporate
Practices

Maintaining stringent, but, pragmatic
cost controls will assume greater
significance within our operating
backdrop, particularly given the nature
of competition in the industry and the
uncertainties that prevail within the
macroeconomic environment. We will
seek to leverage on our strength to
source low cost funds, reap benefits

of economies of scale through market
expansions and group collaborations,
especially in procurement, and minimise
operational overheads and wastage.

We will continue to give top priority to
uphold effective risk management within
our operations and thereby be smart in
driving for greater volumes in business
and cap on the non-performing portfolio.
We will remain committed to maintain
sound corporate governance practices
and strengthen our compliance function
to meet best and current practices.

Disclaimer

As changing circumstances may cause
deviations in forecasts and predictions
herein, investors and all other
stakeholders are advised not to place
undue reliance on such opinions and
forecasts in making their decisions.
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Roadmap - 2016/17
Key Actions %

» Improve the Company’s profitability and value addition through growth in
interest spread.

» Facilitate expected product developments, market diversification and branch
network expansion through right funding.

> Focus on securitisation and fixed deposit in raising funds.

» Leverage on the Company's associate, People’s Merchant Finance PLC's
turnaround.

> Exploit on opportunities for foreign borrowing.

Key Actions
=SS L
N N

Relationship Capital
- Customer

U

Reinforce the quality of service through best business practices.

ey

Set up new branches in key locations to expand the market share.
Empower employees to be customer focused in their engagement.

Add value and diversify to extend a more inclusive product offer.

YV ¥V VY VY VY

Engage in cost effective marketing campaigns to promote new products.

NS\ i
= Key Actions .
S ;

Relationship Capital ) N
- Investor » Focused efforts to achieve profitability, ensure sound returns and uphold

financial stability.

» Uphold and strengthen governance, risk management and compliance
function.

> Explore and bolt on growth opportunities outside Sri Lanka to create further
value and boost shareholder returns.

NS
N
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\ Key Actions
Relationship Capital S

\
\
§ - Supplier

» Continue to maintain strong bond with the suppliers.
» Enhance the supplier assessment framework within the Company.

» Ensure that the Company engages with the right suppliers by improving the
monitoring process.
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Key Actions
A
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Human Capital

Continue to uphold best HR practices
to attract, recruit and retain best talent
within the organisation.

Extend training opportunities across
all employee categories to further their
technical and soft skills.

Extend foreign training exposure for high

achievers.

Strengthen and encourage
staff to avail the benefits under
the professional development
programme.

Implement the proposed salary
revision across the organisation.

T

s

>
™
Intellectual Capital
>
>
>

Key Actions %

Network and reinforce ties with
People’'s Bank and sister companies
and collaborate on mutually beneficial
initiatives.

Organise focused marketing initiatives
to further strengthen the brand and
corporate standing.

Adopt latest AppServer technology to
improve the terminal server efficiency.

Ensure greater information security and

better network management by upgrading

the firewall and network re-structuring.

Enhance the system to enable
utility bill payments for customer
convenience through any branch or
mobile collection device.

Add interactive features to the
official website to facilitate online
transactions and communications.

Develop an HTMLS5 version of the
website to be accessed through
smart phones.

T

T
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Key Actions
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MD&A

> Provide structured training to SME > Provide school amenities to address

Social Capital

customers to build capacity and extend
support links for marketing.

Carry out awareness among vehicle
owners, drivers, communities and
school children on road safety and road
discipline.

infrastructure gaps of underprivileged
schools.

Initiate focused projects to address
community priorities with respect
to infrastructure, healthcare and
disaster relief.

» Extend scholarships for the needy and
talented students.

T s = ot 7 ol

Key Actions %

» Extend green training opportunities for
employees across organisation.

friendly vehicles and extend funding
support for green projects.

Natural Capital

» Reduce and offset the organisation’s carbon >
footprint through green practices within the
workplace and green campaigns.

Collaborate with key stakeholders to
carryout effective green campaigns

including the reforestation and tree

planting to reduce carbon emissions
and support the fight against global
warming and climate change.

fra s s ol rd TFF J T yd

» Promote the green financing scheme to
encourage people to purchase/lease eco-
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CORPORATE
STEWARDSHIP

“SKETCHES THE ETHICS THAT EMBODIES RESPONSIBLE PLANNING
AND MANAGEMENT OF RESOURCES WITHIN THE COMPANY;
AND PROVIDES A BRIEF PROFILE OF OUR PRINCIPAL STEWARDS"
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Corporate Governance
Board of Directors
Corporate Management
Governance Report
Annual Report of the Board of Directors on the Affairs of the Company
Board Audit Committee Report
Remuneration and Nomination Committee Report
Related Party Transactions Review Committee Report
Integrated Risk Management Committee Report
Compliance Management
Risk Management
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7 Mr. Hemasiri Fernando
Non-Executive, Non-Independent
Chairman

Qualifications

Bachelor of Economic (Special] from
the University of Colombo, Associate
Member of the Institute of Travel and
Tourism UK and Fellow of the British
Institute of Management (FBIM).

Positions Held

Secretary to the Prime Minister (1994-
2000), Advisor to the President (2011-
2014), Secretary- Ministry of Postal
Services (2011-2014) Chairman of Sri
Lanka Telecom & Telecom Services
Limited, Airport & Aviation Services (Sri
Lanka) Limited President of South Asian
Olympic Council, Commander at

Sri Lanka Navy.

Current Positions

President of National Olympic
Committee of Sri Lanka, Vice President
of Commonwealth Games Federation
(Asia Region), Vice President of Olympic
Council of Asia Chairman of People’s
Bank, People’s Leasing Property
Development Ltd, People’s Leasing
Havelock Properties Ltd, People’s
Leasing Fleet Management Ltd and
People’'s Merchant Finance PLC, Acting
Chairman of Independent Television
Network.

Honorary Diplomatic Appointments:

Honorary Consul for the Kyrgyz Republic

in Sri Lanka.

Special Achievements/Awards
Conferred with Merit Awards by the
Olympic Council of Asia (OCA] and

the Association of National Olympic
Committee (ANOC]), National Champion

in Rifle Shooting in 1982, 1983 and 1984,

6th Place in Rifle Shooting in the Asian
Games-1982.

Publications
“The Viceroy Special” in 2011 and "The
Uva Railway” in 2014.

/\2 / Mr. Michael Pradeep Amirthanayagam
/" Non-Executive, Independent Deputy

Chairman/Senior Independent Director

Qualifications

Member of the Chartered Institute of
Marketing and an Associate of the Trinity
College of London in Speech and Drama
- ATCL (Sp/Dr).

Positions Held

CNN correspondent for Sri Lanka, News
presenter at Rupavahini, ITN & SLBC,
interviewer and cricket commentator,
Past President of the Rotary Club of
Colombo West.

up

//
&

Current Positions
Chairman and Managing Director of
the leading advertising agency Holmes

Pollard & Stott, Vice President of
SUROL (Society for the Upliftment

& Rehabilitation of Leprosy Affected
Persons) and a Director of the Anura
Bandaranaike Foundation and People’s
Merchant Finance PLC.

Special Achievements

Winner of the Rotarian of the Year award
in 2012 and winner of the oratory contest
themed 'Rotary World Understanding
and Peace’ organized by Rotary
International.

/457 Mr. Jehan Prasanna Amaratunga

Non-Executive, Non-Independent Director

Qualifications
Fellow of the Institute of Chartered
Accountants of Sri Lanka and Fellow of
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the Chartered Institute of Management
Accountants, UK.

Positions Held

Member of the Governing Council of the
Institute of Chartered Accountants of Sri
Lanka.

Current Positions
Group Executive Deputy Chairman of

Special Achievements

Awarded First in Order of Merit Prize at
the final level examination of the Institute
of Chartered Accountants of Sri Lanka
(CA Sri Lanka) and presented a paper
titled "Value for Money Accounting” at
the National Conference of the

(CA Sri Lanka) in 1987,

| 4] Mr. N. Vasantha Kumar

MTD Walkers PLC Sri Lanka, Chairman — Non-Executive, Non-Independent Director

of People’s Insurance PLC, Director
of People’s Bank, JAT Holdings (Pvt)
Ltd, Sri Lanka Institute of Information
Technology and Member of the
Governing Council of the University of

Colombo.

Qualifications
Master’s Degree in Business
Administration.

Positions Held

Past President of the Association of
Primary Dealers and of the Sri Lanka
Forex Association, Treasurer at ANZ
Grindlays Bank, Colombo.

Current Positions

CEO/GM of People's Bank, Director
of Lanka Financial Services Bureau
Ltd., Sri Lanka Bank’'s Association
(Guarantee) Ltd., Financial Ombudsman
Sri Lanka (Guarantee) Ltd., Credit
Information Bureau of Sri Lanka,
Institute of Bankers of Sri Lanka,
National Payment Council, People’s
Insurance PLC, People’s Travels (Pvt)
Limited, People’s Leasing Havelock
Properties Limited, People’s Leasing
Property Development Limited and
People’'s Merchant Finance PLC.

Mr. Johnson Anthony Fernando
Non-Executive, Independent Director

Positions Held

Held many senior management positions
with the Expo Industrial Group which
has diversified interests including in
Apparel, Food Packaging, Industrial
Printing, Commercial Printing, Logistics
Management, Engineering and
Construction. President of the Sri Lanka
Association of Printers, Vice President
of the Sri Lanka China Business Council
Cooperation.

Current Positions

Director of Expo Industrial Products (Pvt)
Ltd, Shore to Shore (Pvt) Limited, Expo
Brand Packs (Pvt] Ltd, Expo Industrial
Engineering (Pvt] Ltd, Expo Printers (Pvt)
Ltd, Expo Property Developers (Pvt]) Ltd,
Expo Regional Holdings (Pvt) Ltd, Sri
Lanka Association of Printers, People’s
Merchant Finance PLC and an advisory
Board Member of the Benedict XVI
Cultural Institute.
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/'i67 Mr. Mohamed Anise Mohamed Rizwan
~J Non-Executive, Independent Director

Qualifications

Doctoral candidate DBA (Doctorate in
Business Administration] of University
of Wales, Masters in Business
Administration from the University

of Wales, UK, Diploma in Business
Management, Member of the Chartered
Institute of Marketing, UK and a Certified
Member of Sri Lanka Institute of
Marketing.

Positions Held

Held many senior management positions
in public listed companies, as Group

Vice President-Marketing Group Head

of Marketing, Head of Marketing and
Manager Business Development/
Marketing & Corporate Communications
in diverse industries.

Current Positions

Chief Operating Officer of DCS
International (Pvt] Ltd, adjunct lecturer
and examiner for the Marketing Strategic
Planing and Management Post graduate
and undergraduate programmes offered
by the Northwood University of USA,
Heilbronn University of Germany and
University of West London MBA program.

Mr. Rathnayake Mudiyanselage
Jayasena
Non-Executive, Independent Director

Qualifications
Bachelor of Arts Degree from the
University of Colombo.

Positions Held

Consultant at National Institute of
Management, Ministry of Industries and
Scientific Affairs, Executive Director

at Isura Development Centre, Vice
Chairman of National Forum of People's
Movement, Director of Lanka Organic
Agriculture Movement, Treasurer at
Green Movement Sri Lanka, Director

of Forest Garden Product Certification
Limited.
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/37 Dr. Ali Asgar Shabbir Gulamhusein

S

<~/ Non-Executive, Independent Director

Qualifications

PhD from Tokyo, Japan and a Bachelor’s
Degree in Computer Science and
Business Management from King's
College London, UK,

Current Positions

Director of Adam Capital PLC, Ceylon

& Foreign Trades PLC, Adam Expo (Pvt]
Limited, Network Communications
(Private) Ltd, Sonakshi Trust (Private)
Ltd, Sri Lanka Institute of Textiles &
Apparel and several other private entities
relating to various sectors such as
automobile, apparel, gems etc... Serves
as a Justice of Peace (all island).

Special Achievements
Bestowed with the prestigious title of
“Deshabandhu Manawahithawadhi
Lankaputhra”.

/\9 Mr. Rohan Pathirage

~J Company Secretary

Qualifications

Attorney-at-Law with a Bachelor of Laws
Degree from the University of Colombo,
Postgraduate Diploma in Banking,
Masters in Bank Management from the
Massey University in New Zealand.

Current Positions

Functions as the Secretary to the Board
of Directors of People’'s Bank, Company
Secretary of People’s Travel (Pvt) Ltd,
People's Leasing Fleet Management Ltd,
People's Leasing Property Development
Ltd, People’s Insurance PLC, People's
Leasing Havelock Properties Ltd and
People’s Microfinance Ltd.
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%77 Mr. D.P. Kumarage

Chief Executive Officer / General
Manager

Appointed to the present designation:
1997

Qualifications:
PGDip in Modern Banking, Passed
Finalist CIMA UK

Service & experience:

37 years of experience in Banking

and Finance. Prior to joining PLC he
served at People’'s Bank and retired as
a Deputy General Manager.

Other positions:

The Managing Director of the other
subsidiary companies of PLC and a
Director of People’s Merchant Finance
PLC. Member of PLC’s Integrated
Risk Management Committee. The
Vice President of the Asian Leasing

& Finance Association. Former
Chairman of the Leasing Association
of Sri Lanka, a Non-Executive Director
of Lanka Ashok Leyland PLC.

Mr. Sanjeewa Bandaranayake

Deputy General Manager - Finance &
Administration

Appointed to the present designation:
2007

Qualifications:
FCA, CMA (Australia), FCMA (Sri
Lankal, Finalist CIMA (UK)

Service & experience:

He possesses five years of experience
at Ernst & Young, Chartered
Accountants and has over 22 years of
post qualifying experience at a very
senior level in the finance sector.

Other positions:

Director of the Credit Information
Bureau of Sri Lanka and the Acting
CEO of People’'s Merchant Finance
PLC: Vice President of the Asian
Financial Services Association
(AFSA) and a Director of the Leasing

Association of Sri Lanka. Member of
PLC's Integrated Risk Management
Committee. Former Chairman of the
Leasing Association of Sri Lanka, a
former Committee Member of the
Ceylon Chamber of Commerce and
a former council member of the Sri

Lanka Institute of Credit Management

(SLICM).

?-/7 Mr. Lionel Fernando
~7 Deputy General Manager- Operations

Appointed to the present designation:

2013

Qualifications:

ACA, AIB (Sri Lanka), PGDIP in
Business & Financial Administration
(CA Sri Lanka)

Service & experience:

Joined the Company in 1995 and
held various senior positions at the
Company. He has over 27 years of
experience in banking and finance
sector.

Other positions:
Member of PLC’s Integrated Risk
Management Committee.

Mr. Rohan Tennakoon

) Deputy General Manager- Operations

Appointed to the present designation:
2014

Qualifications:

MBA (Colombo), Msc in Management
(J'pura), Bsc. in Business
Administration (2nd Class Upper]
(J'pural, AIB (Sri Lanka) and Member-
APBSL

Service & experience:

Counts over 26 years of experience

in many diversified fields such as
Accounting, Manufacturing, Exporting,
Banking and Leasing. He has served
almost 19 year at PLC in various
capacities.

Other positions:

Head of Islamic Division (Al-safal,
PLC and a member of the Company’s
Integrated Risk Management
Committee. Represents the
Company in the Finance Houses
Association of Sri Lanka, in the
Council of Management and serves
as the Chairman of Sports Festival
Committee. PLC’s Compliance Officer
for the Credit Information Bureau of
Sri Lanka.
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/5] Mr. Damith Malavithanthila
~J' Deputy General Manager- Operations

Appointed to the present designation:

2016

Qualifications:
Finalist (CA Sri Lanka), Intermediate
(IBSL)

Service & experience:

Joined the Company in 1996 and had
been the Head of Recoveries for ten
years and he has taken up the Branch
Operations since 2007. He has over
27 years of experience in banking

& finance, and several years of

experience in auditing and accounting.

Other positions :

Overlooks the operations of People’s
Leasing Fleet Management Ltd., a fully
owned subsidiary of the PLC Group.

/“"\6_ Mr. Laksanda Gunawardena
~ Deputy General Manager- Operations

Appointed to the present designation:

2016

Qualifications:

MBA, Msc. in Strategic Marketing,
Diploma in Credit Management
(SLICMJ,and an Associate Member of
SLICM.

Service & experience:

Joined the Company in 2002 and
had been the Head of the Corporate
Leasing for nine years. He has over
21 years experience in the field

of corporate and SME Financing,
covering the areas of credit,
marketing, recoveries, and branch
development and Operations.

Other positions:

Overlooks the Operations of People’s
Microfinance Limited, a fully owned
subsidiary of the PLC Group.

Mr. Prabath Gunasena
Deputy General Manager - ICT (Group)

Appointed to the present designation:

2016

Qualifications:

MBA (Western Sydney), Diploma in
Computer System Design [ NIBM Sri
Lanka) and a Member of the British
Computer Society.

Service & experience:

Joined the Company in 1999, and has
been the Head of ICT for the past 17
years.

Other positions:
Head of ICT for the entire PLC Group.

/ Mr. Udesh Gunawardena

Deputy General Manager - Audit

Appointed to the present designation:
2016

Qualifications:

ACA, ACMA ( Sri Lanka), Associate
of IPFM-UK, Member of lIA, Finalist
CIMA (UK), Diploma in Treasury,
Investment and Risk Management
(IBSL), and the World prize winner of
the Australian Computer Society.

Service & Experience:

Joined the Company in 1999 as an
Accountant and possesses over 21
years of experience in the field of
finance, covering accounting, auditing,
financial management and treasury
operations at senior level.

Other positions:
The Secretary to Board Audit
Committee of the Company.

Mr. Ranil Perera
Chief Manager - Branch Operations

Appointed to the present designation:
2011

Qualifications:

Masters in Regional Development and
Planning [Colombo), MBA (University
of Manipal-India), PGDip in Economic
Development (Colombo), B. Com
(Special) in International Trade
(J'pura), Part qualification in CIM - UK
& CA Sri Lanka.

Service & experience:

Joined the Company in October 1999.
He has over 17 years of experience at
People's Leasing Group.
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1\0 Mr. Uresh Jayasekara
~7 Chief Manager - Human Resources
(Group)

Appointed to the present designation:
2013

Qualifications:

B. Sc. Bio Science (Hon) (Kelaniyal,
Diploma in Management from the
Open University, PGDip in Business
Management (Colombol, MBA (special)
in HR ( Colombo), sole Sri Lankan
winner of the prestigious Japanese
scholarship in year 2014 for the
Leadership Development Programme
under the HIDA- Oasaka, Japan.

Service & experience:

Joined the Company in 2007. He has
over 17 years of experience in the
field of Human Resources including
Garments, Hospital, Insurance and
Financial Sectors.

Other positions:
Head of Human Resources for the
entire PLC Group.

/ﬁ? Mr. Saman Liyanage
=~ Chief Manager - Deposits & Savings

Appointed to the present designation:
2013

Qualifications:

Diploma holder and an Associate
Member of SLIC and MBA (University
of Manipal, India).

Service & experience:

Joined the Company in 2004 and
counts over 30 years of experience in
the financial industry covering Branch
Operations, Credit & Recoveries.

Other positions:

A member of panel of resource
personnel of Centre for Banking
Studies, Central Bank of Sri Lanka.

/’12; Mr. Hasantha De Silva
=~/ Chief Manager - Operations

Appointed to the present designation:
2016

Qualifications:

HND in Accountancy from the
Technical College, Galle, Intermediate
level (CA Sri Lanka)

Service & experience:

Joined PLC in year 2000, as a Branch
Executive and was later promoted as
a Chief Manager and possesses over
16 years of experience in the leasing

sector. He has over 14 years of work

experience in fields of Operational &

Audit.

/‘1\3’: Mr. P. D. C. S. Mahanama
~ Chief Manager - Operations

Appointed to the present designation: /175‘

2016

Service & experience:

Joined PLC in 2003, as a Branch
Manager and possesses over 13
years experience at PLC. He holds
more than 20 years experience in the
marketing field within the Financial
Sector.

Mr. Neil Thushantha
Chief Manager - Operations

Appointed to the present designation:
2016

Qualifications:

B.Sc. (Agri] - 2nd Class - Upper
(Peradeniya) and part qualification -
CIMA (UK]

Service & experience:

Joined PLC in 2005, as a Branch
Manager and later was promoted as
a Senior Manager. He also served

as Assistant Vice President at Vanik
Incorporation Ltd., and Capital Reach
Leasing Ltd., and counts over 18
years of managerial experience in
the financial field covering Leasing,
Hire Purchase, Recoveries, and Fund
Mobilization & Marketing.

Mr. Chamil Herath
Chief Manager - Operations

Appointed to the present designation:
2016

Qualifications:

BSc. Business Administration (Speciall
Degree (J'Pura), Licentiate Level -

CA Sri Lanka

PEOPLE'S LEASING & FINANCE PLC
ANNUAL REPORT 2015/16



145

CORPORATE STEWARDSHIP
v

FINANCIAL INFORMATION

SUPPLEMENTARY INFORMATION

Service & experience:

Joined PLC in 2005, as a Branch
Manager later promoted as Chief
Manager. He holds over 16 years of
experience in the leasing industry in
several Leasing Companies covering
the areas of Credit, Marketing,
Recoveries, Branch Development and
Administration.

16 Ms. Kamani Dematawewa
~J Chief Manager - Legal

Appointed to the present designation:

2016

Qualifications:

Attorney-at-law and Notary Public,
Diploma in Credit Management
(SLICMYJ, and won the President's
award for best results, Associate
Member (SLICM), Post Attorney
Diploma in Finance, Banking &
Insurance Laws by the Institute
of Advance Legal Studies of the
Incorporated Council of Legal
Education.

/‘

Service & experience:

Joined the Company in 2010. She has
over 29 years of experience in the
financial sector as a Senior Manager -
Legal and as a Company Secretary.

Other positions:

Former Chairperson of the legal circle
of the Finance Houses Association of
Sri Lanka.

Ms. Inoka Jayawardhana
" Chief Manager - Group Corporate
Affairs & Investor Relations

Appointed to the present designation:
2016

Qualifications:

Attorney-at-Law, Certified Compliance
Officer, a Member of IABFM and holds
a Diploma in International Relations
from the Bandaranaike Centre for
International Studies, Colombo, Sri
Lanka.

Service & experience:

Possesses over 15 years of experience
in corporate and commercial law she
was a Senior Legal Counsel (January
2009-July 2010) and an Associate
(January 2001-December 2008) at M/s.
F. J. & G. de Saram, Attorneys-at-Law

& Notaries Public. She was a Director
of Corporate Services (Private)
Limited, an associate of M/s. F. J.

& G. de Saram providing corporate
secretarial services to the clients of
the said firm.

Other positions:
Compliance Officer of the Company

077/ Mr. Andy Ratnayake

Senior Manager - Risk Management &
Control

Appointed to the present designation:
2007

Qualifications:

Bachelor's Degree in Arts - Public
Administration ( J'Pura), B.Com |
Peradeniya), Member of IIA - United
States, FCMA (UK), Chartered Global
Management Accountant, member of
the Chartered Institute of Ship Brokers
& Chartered Institute of Transport, and
PGDip in Shipping from the Norwegian
Shipping Academy.

Service & experience:

Joined the Company in 1997 and had
been the Head of Finance for 10 years.
He has over 39 years of experience

in auditing, accounting, shipping and
general management. Prior to joining
the Company, he was the Head of
Internal Audit at Ceylon Shipping
Corporation, General Manager at
Central Freight Bureau and based
Audit Manager in Riyadh Saudi Arabia.

Other positions:
The Secretary to the PLC’s Integrated
Risk Management Committee.
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m97/ Mr. Omal Sumanasiri
~J Senior Manager - Finance

Appointed to the present designation:

2014

Qualifications:
B.B. Mgt (Accountancy) - 1st Class
(Kelaniya), ACA and ACMA [ Sri Lanka)

Service & experience:

Joined the PLC Group in 2010 as the
Deputy Manager-Finance and later
promoted as the Senior Manager-
Finance in PLC. He possesses over
12 years of experience in the field of
Accounting & Auditing.

067 Mr. Nishantha Perera
<" Senior Manager - Margin Trading/
Portfolio Mgt.

Appointed to the present designation:
2014

Service & experience:

Counts over 24 years in Investor
Services and Margin Trading
operations of which over 24 years
have been in John Keells Holdings
PLC & Nations Trust Bank. He joined
John Keells Holdings PLC in 1991 and
joined Nations Trust Bank in 2002.

317 Mr. Mohideen Maharoof
~ Senior Manager - Islamic Finance

Appointed to the present designation:

2014

Qualifications:

Completed the intermediate
Examination (IBSLJ, Diploma in
Islamic Banking & Finance.

Service & experience:

Counts over 30 years of experience
in many diversified fields such as
Banking & Finance (over 24 years),
Garments and Automobile Industries
with seven years experience at
Commercial Bank and 13 years at LB
Finance Ltd, he quit his position as
Deputy General Manager (Credit &
Recoveries) and switched his career

to Garment Manufacturing. In late 2006
he took up an overseas assignment in
Malawi - Africa to work as the General
Manager for an Auto Mobile Company.
On returning to Sri Lanka he re-entered
the finance industry and served at
Amana Bank PLC and Seylan Bank

PLC prior to joining People’s Leasing
Company.

=/ Mr. Randhil Siriwardena

Senior Manager - Factoring

Appointed to the present designation:
2015

Qualifications:
ACMA (UK), ACMA (SL), Chartered Global
Management Accountant

Service & experience:

Counts over 18 years of experience in the
Banking & Finance industry specialising
in Factoring. He started his career at
Ernst & Young in 1998, and then joined
Mercantile Leasing Ltd in 2000. He had a
long stint at Mercantile Leasing Ltd and
then at Nations Trust Bank PLC in the

fields of Factoring and Leasing. In 2012
he joined Sampath Leasing & Factoring
Ltd (Siyapatha Finance PLC] as Head of
Factoring. He joined Peoples Leasing
& Finance PLC in 2015 to set up the
factoring product.
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GOVERNANCE REPORT » CHAIRMAN'S MESSAGE

"7 ‘FOR PLC, THE

</ ESSENCE OF
CORPORATE
GOVERNANCE LIES
IN PROMOTING

AND MAINTAINING
RESPONSIBILITY,
ACCOUNTABILITY,
TRANSPARENCY AND
IMPARTIALITY AT
ALL LEVELS OF THE
ORGANISATION. WE
BELIEVE THAT THESE
PRINCIPLES ENABLE
US TO FUNCTION
WITH INTEGRITY -
CREATING ENDURING
VALUE FOR ALL OUR
STAKEHOLDERS.’

Dear Stakeholders,

At PLC, we believe that corporate
governance is not just a destination,
but a journey of persistent progress in
sustainable value creation. My role as
the Chairman of PLC is therefore to
ensure that the Board creates enduring
value for all our stakeholders over the
long term and to achieve this objective,
we endeavour at all times to balance
opportunities against risks, whilst
leading the organisation in an ethical
manner.

This Report is intended to give you an
insight into how the Board functioned in
2015/16 to achieve these goals.

GOVERNANCE PHILOSOPHY

PLC firmly believes that the essence of
corporate governance lies in promoting
and maintaining responsibility,
accountability, transparency and
impartiality at all levels of the
organisation. Thus, our corporate
culture is based on an organisational
environment where these sound
governance practices have become a way
of life in the daily operations of our team.

GOVERNANCE STRUCTURE

PLC operates within a clearly-defined
governance structure through which

the Board balances its role of providing
risk oversight and strategic counsel
whilst ensuring adherence to regulatory
requirements and risk tolerance. The
governance structure provides for
delegation of authority whilst enabling
the Board to retain effective control. The
Board delegates authority to the relevant
Board Committees and the management
with clearly-defined mandates

and authority, while preserving its
accountability.

We work closely with our regulators to
ensure that our internal governance
standards are adequate to meet the
increasing expectations of our regulators.

KEY FOCUS AREAS AND MILESTONES
In its continued commitment to foster
and maintain the highest standards of
governance in all operational aspects,
several initiatives were taken by the
Board and its sub-committees during
the year 2015/16. The key focus areas
of these initiatives included listing of
People’s Insurance Limited on the
Colombo Stock Exchange, strategy
development, and further strengthening
the risk management function and
internal control systems.

KEEPING ABREAST WITH GLOBAL
DEVELOPMENTS

The Board’s role is not limited to
ensuring that the Group succeeds well
beyond its term, but that it can prosper
through economic cycles and changing
market conditions and is sustainable
into the future. During the year, a few
Board members participated in overseas
educational sessions to gain fresh
insights and improve our understanding
on corporate governance and the role of
directors.

LOOKING AHEAD

Reiterating our resolute commitment to
operating in an ethical and transparent
manner and staying accountable to

our stakeholders, we will continue to
focus on improving the effectiveness

of the Board and responding
appropriately to stay current in relation
to the developments taking place in the
governance environment.

Hemasiri Fernando
Chairman

18th May 2016
Colombo
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GOVERNANCE HIGHLIGHTS
\/

Key Initiatives during 2015/16

» Listing of the Company’s subsidiary, People’s Insurance Limited, on the
Colombo Stock Exchange

» Reviewing the Three-Year Strategic Business Plan of the Company in line
with the economic and industry developments

> Adopting a Stress Testing Framework with a Board approved policy

> Reviewing the risk tolerance levels and updating the risk dash board

> Including People’s Microfinance Limited, a subsidiary of the Company, in the
risk dash board with tolerance limits

» Undertaking the development of a comprehensive business continuity plan

» Further strengthening the independence and composition of the Board with
the addition of another Non-Executive Independent Director

» Commissioning an industry remuneration survey through an independent
professional party

GOVERNANCE FRAMEWORK

The application of best practices enables us to act in the best interests of our
shareholders as well as the communities in which we operate. Our robust governance
frameworks also enable us to instill trust and confidence in our stakeholders that we
operate with a culture of responsibility, accountability, transparency and impartiality
with a value-driven approach to everything we do.

Effective Ongoing
and Ethical Evaluation and
Leadership Development

Governance
Processes

Our approach
to compliance
and adherence

Engagement
with
stakeholders

STATEMENT OF COMPLIANCE

We continue to be committed to
the highest standards of corporate
governance and believe that such
standards are fundamental to earn
stakeholder trust, which is critical
to sustaining performance and
enhancing shareholder value.

These standards are enshrined in
our governance charters, policies
and documents, highlights of and
compliance to which are detailed in
this report.

The Board of Directors of the
Company wishes to confirm that the
Company has complied throughout
the year with the provisions of the
Finance Companies (Corporate
Governance) Direction No. 3 of 2008
as amended by No. 4 of 2008 and No.
6 of 2013, Code of Best Practice on
Corporate Governance issued jointly
by the Securities and Exchange
Commission of Sri Lanka (SEC) and
the Chartered Accountants of Sri
Lanka (CA Sri Lankal, Corporate
Governance Rules embedded in

the Listing Rules of the Colombo
Stock Exchange (CSE], to the extent
hereinafter disclosed in this report.

Refer: Corporate Governance, Pages
159 to 198

The Board of Directors also wishes
to confirm that, to the best of its
knowledge and belief, the Company
has complied with all requirements
under the Companies Act No.7 of
2007 and satisfied all its statutory
payment obligations to the
Government and other statutory/
regulatory bodies.

PEOPLE'S LEASING & FINANCE PLC
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Boafd of Directors
and Committeeg

» Articles of Association

» Corporate Governance
Charter

» Code of Business
Conduct and Ethics

» Communication Policy

» Operational Policies,
Guidelines and
Manuals

» Whistle Blower Policy

» Risk Management
Procedures

» Internal Control
Procedures and
Processes

» Anti-money laundering/

KYC Policy

Corporate
Governance

Strategy

Assurance and
Monitoring

» External Auditor’s Certification on
Compliance with Finance Companies
Corporate Governance Rules

> External Audit

» Internal Audit

» Sustainability Audit

» Compliance

» Code of Best Practice
on Corporate
Governance issued
jointly by SEC and
CA Sri Lanka

» Finance Companies
[Corporate Governance)
Directions issued by
CBSL

» Listing Rules of the CSE

» Finance Business Act
No. 42 of 2011

» Companies Act No.7 of
2007

» Securities and
Exchange Commission
of Sri Lanka Act No. 36
of 1987 (as amended)

» GRI Guidelines on
Sustainability

» Carbon Disclosure

PEOPLE'S LEASING & FINANCE PLC
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THE BOARD

HAS ULTIMATE
RESPONSIBILITY FOR
THE PERFORMANCE
AND AFFAIRS OF THE
COMPANY AND IS
RESPONSIBLE FOR
ENSURING THAT THE
GROUP ADHERES TO
HIGH STANDARDS OF
ETHICAL BEHAVIOUR.

62.5%

Independent Non-Executive

Direct

ors

Number
4

0

A. EFFECTIVE AND ETHICAL
LEADERSHIP

A.1 The Board and Board Committees
Refer: Board of Directors, Pages 138 to 141

The Role and Composition of the Board
The Board provides sound leadership to
the CEO and management in setting the
strategic vision, direction and long-term
goals of the Group, and ensures that
adequate resources are available to meet
these objectives. The Board’s terms of
reference are set out in a written charter
- the Corporate Governance Charter.
The mandate is reviewed periodically to
ensure compliance with the provisions of
the applicable legislation as well as the
company's Articles of Association. The
Board bears ultimate responsibility for
the Group's governance, strategy, risk
management and financial performance.

The Board has diversity of skills and
knowledge and each Director brings a

Board of Directors’ Skills & Expertise

Banking
Accounting and
Auditing
Financial Services
and Insurance
Industria

Economics, Public
Development
Media

Technology &
Innovation

Policy/Macro Policy
Marketing, Sustainable

particular range of skills and expertise
to the deliberations of the Board, which
facilitates constructive and challenging
debate around the boardroom table.
Background professions of the

Board include banking, accounting

and auditing, financial services and
insurance, industrial, media, marketing
and technology.

The average tenure of Directors
demonstrates a good balance between
continuity and fresh perspectives. The
size and composition of the Board is
appropriate given the present geographic
footprint of the Group’s operations.

The proportion of Independent Non-
Executive Directors on the Board (five
out of eight] ensures that the Board is
able to exercise objective judgment on
corporate affairs and the performance of
management against Key Performance
Indicators.

G4-38
Tenure of Directors

Number

8

Below 1-3
1year years

Above 3
years
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The role of the Committees

To discharge its stewardship and
fiduciary responsibilities in an effective
and timely manner, the Board delegates
authority to Board committees and
enables them to oversee specific
responsibilities based on clearly
documented and defined terms of
reference. The terms of reference

of each committee sets out its role,
responsibilities, scope of authority,
composition, terms of reference and
procedures. The committees report

to the Board through their respective
chairmen and minutes of all committee
meetings are submitted to the Board.

Each committee has direct access to
management and has the power to
obtain independent advice as it deems
necessary.

<

Establish a framework
for risks to be assessed
and managed

Key areas of
focus

<

Monitor responsibilities
delegated to
committees to ensure
proper and effective
oversight and control of
Group's activities

= =

Determine Group's 3
values and standards [
and ensuring that

Develop succession
plans for the Board and

KMPs obligations to
stakeholders are
understood and met

|

Consider sustainability
issues [including

) Review management
environmental and

social factors] as part performance
of the Group's strategy
= =

Ensure effectiveness of [
governance practices

Group’s strategic and
business plans

\ Board Audit Committee (BAC) %L

» Three members, all of whom are Non-Executive Directors

» Two out of the three members are Non-Executive Independent
Directors

BAC’s main areas of oversight include,

» Financial reporting

» Internal and external audit

» Compliance with legal and regulatory requirements
» Internal controls and governance.

A A AL T AT A STA T AT T AL TR T T TS AAE LSS oA

D

» Six members: Two Non-Executive Directors and Four Key
Management Personnel
» Chairman of IRMC is a Non-Executive Independent Director

( Integrated Risk Management
Committee (IRMC)

IRMC’s main areas of oversight include,

» Risk management
» Risk monitoring and compliance

» Risk governance
» Risk appetite
» Risk policy framework

< Remuneration and Nomination
Committee (RNC) E

» Three members, all of whom are Non-Executive Directors
» Two out of the three members, are Non-Executive Independent Directors

RNC’s main areas of oversight include,

» Organisational Structure

» Remuneration Policy

» Selection of Directors and Key Management Personnel
» Succession planning

A A AR AA AT AT TA T AT A LT LTRSS A E LSS oA

>

» Three members, all of whom are Non-Executive Independent

Related Party Transactions
Review Committee (RPTRC)

Directors

RPTRC’s main areas of oversight include,

» Related Party Transactions Policy and monitoring procedures
» Disclosure of Related Party Transactions

» Avoidance of conflicts of interests

Al A A A A A T AT AT TA T AT T A LTI AT ST A TS A AA T TS oA
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A.2 Directors’ Attendance at Board and Board Committee Meetings and their other Directorships/Significant Positions

G4-38, 39, 47
Name of Director Board Sub Committees ‘ Directorships and other significant positions held
5 [0}
% .S _ 5 28 s
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33 zee =] I 2 2= 3 = 2
I = £ 8= g E=E - 8 E & S2L5 £ %
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& 5 £ - ESE & EE s |EEZ| 8 £ <
@ a S =8 2538 z =S < =5 £l & 5 2
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a2 2 2 2 2 2 2 2 2 212/13|¢ EE IR
c| g i o i o i o i o i |27 3 g3 s3 g3d/s3d
22l & = e |1l & |l & |Zl & |FlalBI” 3 823888 2¢€
|Mr. Hemasiri Fernando |V [X |Chairman | 16/16 v 2 5 2 - 5 |
Mr. M. P. Vv |V |Deputy 15/16 |Member | 6/6 |Chairman | 5/5 |Member | 5/5 |Chairman | 1/1 v 1 3 - 1 - 3
Amirthanayagam Chairman
[Mr. J.P. Amaratunga |V [X |[Director | 12/16 |Chairman | 6/6 Chairman | 5/5 v 1 5 1 1 - 4|
[Mr. N. Vasantha Kumar |V [X |Director | 15/16 Member | 5/5 v 7 4 - 2 - 9 |
[Mr. J. A. Fernando Vv |V |Director | 14/16 Member | 3/5 [Member | 1/1 v 1 8 - 1 - 8 |
[Mr.M.A M.Rizwan |V |V |Director | 16/16 |Member | 6/6 Member | 1/1] v - 1 - - 1 |
[Mr.R. M. Jayasena v |V |Director |12/14 v - - - - |
Dr A AS. vV |V |Director 8/11 v - 18 - 3 - 15
Gulamhusein
[Total 8 |5 2042 \
Table - 1

A.3 Board Meetings and Engagement with Management

We have a highly-engaged Board with varied perspectives. Meetings of the Board and its committees are held on a regular basis to

discuss key topics covering strategic, operational and governa

nce issues.

At the monthly meetings, the Board reviews the performance of the Company with an assessment of the economic, environmental
and social impacts on the Company as a whole as well as the opportunities arising from them and the associated risks.

BOARD MEETINGS

Before meeting

» Monthly Board meetings are held to ensure that the
Board addresses all key issues on a timely basis.

» All Board and Board committee meetings are
scheduled in advance in consultation with the Directors
to facilitate meaningful participation.

> The agenda of Board meetings is carefully thought out
and allows for flexibility when it is needed.

» Directors are provided with comprehensive information
in respect of agenda items in a timely manner.

> When a Director is prevented from attending a Board or
Board committee meeting in person, that Director can
appoint an alternate.

» Directors have the discretion to obtain independent
advice whenever they require.

At every meeting

» The Chairman encourages open dialogue between all
Directors at Board meetings.

» The Board members come well prepared and engage in
meaningful discussions on key issues relating to the Group.

> Chairperson of each Board committee provides a detailed
update on key matters discussed at the committee meetings.

» The CEO gives a complete and comprehensive update on the
operations and financial performance of the Group as well as
on industry trends and developments.

> Heads of respective business units made themselves
available for attendance at Board meetings to ensure that
the Directors have the opportunity to discuss specific areas
with them.

» Regular updates are provided to the Board on impending
changes in market conditions corporate governance, tax,
accounting, listing and other regulations, which may have an
impact on the affairs of the Group.

> The Company Secretary attends Board meetings and ensures
that applicable rules and regulations are complied with.

PEOPLE'S LEASING & FINANCE PLC
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‘ BOARD MEETINGS

‘ Frequent & Effective Engagement Between the Board and the Management

» The Board is regularly updated by the Management on
the performance and prospects of the Group.

> Board approvals for matters of exigency can be
obtained through circulation of written resolutions.

» Ad-hoc meetings are held whenever the necessity
arises.

» The Management provides the Board with detailed
financial performance reports of the Group on a

> Throughout the year, the Directors also have a number

of opportunities to interact with members of the Group
Management Committee.

Directors have independent access to the Company Secretary
at all times. The Secretary assists Directors in the discharge
of their duties and facilitates communication between the
Board, its committees and management.

Directors have ongoing interactions across various levels

monthly basis.

Directors have direct access to senior management to
obtain any additional information to make informed

and timely decisions.

Company.

and functions and these interactions provide Directors with
a better understanding of the business and operations of the

Board Activities during 2015/16

A.4 Management of Conflicts of Interest
- Leading the Ethical Way

Our Code of Business Conduct and
Ethics casts a responsibility on each
Director to determine whether he/

she has a potential or actual conflict

of interests arising from personal
relationships, external associations and
interest in material matters which may

G4-41
20%“ ’718%
—12%
35% — A LA
0
W Strategy
B Performance
M Finance

M Governance
B Human Capital
W Other

have a bearing on his/her independent
judgment and to immediately disclose
the same to the Board as soon as he/she
becomes aware of it.

Directors who have an interest in a
matter under discussion at meetings

of the Board refrain from engaging
themselves in the deliberations on that
matter and abstain from voting thereon.
Such abstentions are duly recorded by
the Company Secretary in the minutes.

We have in place a Related Party
Transaction (RPT) Policy under which
the categories of persons who shall be
considered as ‘related parties’ have been
identified. In accordance with the RPT
Policy, self-declarations are obtained
from each Director for the purpose of
identifying parties related to them.

We have also developed a system
that enables it to monitor and report
transactions with identified related
parties and retrieve data thereon
throughout the Company’s network.

A.5 Management’s Role in Governance

G4-42, 49, 50

In order to ensure that internal
operations are managed under the
guidance of the Board, several cross-
functional committees are formed

at the management level. Under the
stewardship and direction of the Board of
Directors, these committees implement
the policies and strategies determined
by the Board and manage the business
and affairs of the Company with the main
objective of improving on sustainable
growth.

The committees also take the initiatives
to review, from time to time, the vision,
mission and values of the Company

as well as Company’s strategies and
policies relating to economic, social and
environmental impacts.

All critical issues arising from or
discussed at management meetings are
reported to the Board through the CEO at
monthly Board meetings. Other than the
issues relating to the ordinary business
there were no critical issues that arose
during the year 2015/16 which were
reported to the Board.
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Role of the Chief Executive Officer (CEQ)

The CEQ, the apex executive of the Company, is delegated by the Board with the authority of detailed planning and implementation
of strategic objectives and policies in accordance with appropriate risk parameters.

‘ ROLE OF THE MANAGEMENT COMMITTEES

‘ Group Management Committee

Composition: Heads of operational units of PLC and subsidiaries headed by the CEO
Reviews performance of the Group, including risk, governance and other critical issues and implements

Function:

strategies to optimise the benefits of Group synergies
Meetings: Periodically
Reporting:

Reports critical issues identified at meetings together with appropriate corrective measures to the
respective Boards of the Group through the CEO

Senior Management Committee

Function:

Meetings:
Reporting:

Composition: Members of the Senior Management of PLC headed by the CEO
Reviews progress of implementation of business strategy, overall policy matters and corrective
measures and communicates policy decisions to the employees
Frequently, at least monthly

Reports any matters that require Board attention together with recommended corrective measures to
the Board through the CEO and/or via written memoranda at monthly Board meetings

Assets & Liabilities Committee

Sustainability Governance Steering
Committee

G4-36, 48

Integrated Risk Management Operating
Committee

Composition:

CEO, Deputy General Managers, Head
of Risk Management, Head of Finance,
Head of Treasury

Function: Reviews treasury, asset and
liability functions of the Company

Meetings:
Frequently, at least monthly

Reporting:

Reports all decisions taken by the
Committee to the Board through the
IRMC.

Composition:

CEO, Deputy General Managers,

Head of Human Resources, Head of
Finance, Compliance Officer, CRM/CSR
Department

Function: Reviews sustainability
performance, approves strategic
sustainability initiatives and reviews and
approves, on behalf of the Board, the
Company’s annual sustainability report
and ensures that all material aspects are
covered therein

Meetings: Periodically
Reporting: Reports to the Board through

the CEO and/or via written memoranda
at monthly Board meetings.

Composition: Key Management
Personnel and risk owners of each
functional area headed by the CEO
Function: Reviews the risk governance
structure of the Group

Meetings: Periodically

Reporting: Reports to IRMC through the
Head of Risk Management.

Tender Review Committee

‘ Branch Credit Committees

relating to repossessed vehicles

Meetings: As when required

Committee.

Composition: Deputy General Managers in charge of
Operations and Heads of Branch Operations Department

Function: Reviews and manages the tender award process

Reporting: Reports critical issues to the Senior Management

the Head Office.

Meetings: Frequently

Composition: Branch Manager, Second in Command, Head of
Marketing and marketing officer

Function: Evaluates credit disbursements at branch level

Reporting: All credit proposals exceeding branch authority
levels are reported to the Branch Operations Department at
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E Strategic and Performance Governance
L
Vision Annual Report/Interim Financial
Mission, targets and Informs stakeholders about performance
deliverables against targets and deliverables
=
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B. ONGOING EVALUATION AND
DEVELOPMENT

B.1 Board and Board Committee
Evaluations

An assessment is carried out at least
once a year to determine whether
the Board and Board committees are
performing effectively and to identify
areas for improvement.

We have put in place a robust
evaluation framework to evaluate Board
performance. The Board members
have a mutual understanding on the
objectives of the Board evaluation
process and each Director actively
participates by giving his/her honest
opinion on a wide range of issues
covering Board’s performance on
economic, social and environmental
governance of the Company.

Board Evaluation Process

In the last quarter of 2015/16, the
Board carried out a comprehensive
self-evaluation of its performance and
its committees in accordance with our

Corporate Governance Charter. This process was led by the Chairman and supported
by the Company Secretary.

Views of all Directors were canvassed in respect of the performance of the Board as
a whole as well as of its committees by requiring the individual Directors to complete
a confidential questionnaire. The assessment focused, inter-alia, on the Board's
effectiveness in the following key areas:

Key areas of feedback:

r Efficient and
adequate meeting
administration
to enable decision

Relationships and interactions E
between the board, the
management
and other key stakeholders.

Board committee a
responsibilities and
their role in enhancing
overall board effectiveness in Q

respect of economic,social and
environmental governance.

Review of Board Evaluation Feedback

Board role and the
responsibilities of Directors
in terms of composition,
monitoring, governance
and compliance, including
evaluation of the chair.

The full results of the Board evaluations were then analysed by the Company
Secretary and the findings were presented to the Board. Based on these findings, it
is duly affirmed that the Board and its committees operated effectively during the
year under review. The Board members are in agreement that there are areas for

development, such as:
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> A greater understanding of the latest developments in the regulatory environment
laws and the market and associated risks and the social and environmental
impacts on the Company’s operations.

> Effective use of the General Meetings and the Annual Reports to build a constant
dialogue with stakeholders.

B.2 Board Continuity

The Board recognises the importance of having an appropriate balance of industry
knowledge, skills, background, experience including on economic, environmental and
social topics, professional qualifications, and nationalities in building an effective and
cohesive Board.

The Board with the assistance of the Board Remuneration and Nomination Committee
oversees the appointment of Directors to the Board. To enhance the effectiveness of
the Board and strengthen Board dynamics, Directors are selected not just for their
experience and competencies but also for their fit with the Group. The process for the
selection and appointment of Directors is provided for in the Corporate Governance
Charter and the Articles of Association of the Company.

Means forx

Skills, expertise and
experience necessary enhancing Board

to meet the strategic performance
vision for the
business

considerations
for Board
appointments

Process \
necessary to

Skills,
ensure the expertise and
selection of a experience

candidate who
possesses the
required qualities

not adequately
represented at the
Board

B.3 Assessment of Independency

We carry out a review and determine annually whether each Director is independent.
Independence of Directors is assessed in compliance with the stringent criteria

set out in the Finance Companies (Corporate Governance) Directions, Code of Best
Practice on Corporate Governance issued jointly by SEC and CA Sri Lanka and

the Listing Rules of the CSE. For the purpose of determining the independence,
self-declarations are obtained from each Director both at the time of their first
appointment and thereafter, on an annual basis covering, inter alia, the following
aspects:

» independency from management and business relationships;
> independency from any substantial shareholder; and
> independency based on length of service

B.4 Ongoing Development

New Directors are provided with an
induction on joining the Board by
apprising them comprehensively

on our values and culture, business

and operations of our Group and our
strategy, policies, governance framework
and processes and their responsibilities
as a Director in terms of the applicable
rules and regulations.

The Directors are kept abreast of
applicable legislation and regulations,
changes to rules, standards and codes,
as well as relevant sector developments
that could affect our Group and its
operations. This is carried out through
submission of reports and papers at
Board an its Committee meetings. These
reports cover a wide array of subjects
including economic,environmental and
social topics impacting the operations of
the Company.

In 2015/16, two members of the Board
attended a two-day international
conference covering a wide spectrum of
topics, including the role of the Board,
board diversity, corporate governance
and sustainable development and
corporate social responsibility.

C. ENGAGEMENT WITH STAKEHOLDERS
Refer: Stakeholder Engagement, Page 26

Stakeholder relationships provide a
platform for the Board to take into
account the concerns and objectives of
our stakeholders in its decision making
which is fundamental to achieve long
term strategy. Building and maintaining
good stakeholder relationships help us
to manage and respond to expectations,
minimise reputational risk and form
strong partnerships, all of which support
commercial sustainability.

C.1 Shareholders

Our robust corporate governance
culture and awareness promote fair and
equitable treatment of all shareholders.
We endeavour to ensure that their rights
are respected and protected at all times.
These rights include, among others, the
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right to participate in profit distributions
and the right to attend and vote at
general meetings.

The Board provides shareholders with
quarterly and annual financial reports.
These statements are prepared with the
objective of presenting the shareholders
a balanced assessment of the Group’s
financial performance and position.

The Board also ensures timely and

full disclosure of material corporate
developments to shareholders.

Effective two-way communication with
institutional investors and analysts is
established through regular meetings,
presentations and roadshows in Sri
Lanka and overseas led by Directors

and the Management. Our corporate
website www.plc.lk has information for
institutional and retail shareholders alike.

In addition, we have established a
separate Investor Relations function at
the Senior Management level to assist
shareholders seeking information

and assistance. Further, the Senior
Independent Director is available to
discuss with shareholders any major
issues that cannot be resolved through
normal channels.

C.2 Connecting with Stakeholders

We respect the equal information rights
of all stakeholders and are committed
to the practice of fair, transparent and
timely disclosure. All price-sensitive
information is publicly released prior to
any sessions with individual investors or
analysts.

Recognising the importance of two-way
communication with our stakeholders,
we have adopted a comprehensive policy
that governs communications with our
different stakeholders which is based

on four guiding principles, namely,
efficiency, transparency, clarity and
cultural awareness and feedback.

D. OUR APPROACH TO COMPLIANCE &
ADHERENCE

Our Board-approved risk appetite

policy is founded on a zero tolerance
approach to compliance risk. This policy
mandates compliance with all regulatory
requirements as well as internal policies

and procedures and monitors and
measures such compliance through
the Board Integrated Risk Management
Committee.

Qur internal charters and policies are
designed to support and maintain a
transparent and effective internal control
system, institutionalisation of best
processes for governance, management
of risk, and compliances across the
organisation.

D.1Internal Audit
Refer: Board Audit Committee Report,
Pages 204 to 205

Our Internal Audit Department is an
independent function that focuses on
providing an independent risk-based
oversight to the BAC on the processes
and controls within the Company. Its
mandate and authority are defined in its
Internal Audit Charter which has been
approved by the Board.

The Internal Audit is responsible for
independent, objective assurance on
internal control mechanism, in order

to systematically evaluate and propose
improvements for more effective internal
control processes and governance.
Internal Audit also carries out
independent reviews of compliance with
risk policies and procedures to ensure
the effectiveness of risk management
procedures in place at the Company

To maintain its independence, the
Internal Audit reports to the Board,
through the BAC.

D.2 Governance of Ethics

The Board assumes ultimate
responsibility for the Company’s ethics
performance, but delegates this function
to the management, which utilises

the following mechanisms to fulfil this
mandate:

» Code of Business Conduct and Ethics

» Employee Induction Programme and
Employee Induction Handbook

> HR Policy

Performance Evaluation Programme

» Supplier Code of Conduct

A\ 4

The following dimensions of our
corporate culture drives ethical
awareness:

) Enabling Stakeholder Engagement

-
@

) Promoting Ethics amongst

@

) Our Group Staff E

) Our Suppliers

@

) Our Customers E

-

Code of Business Conduct and Ethics
We have in place a comprehensive Code
on Business Conduct and Ethics (‘the
Code’) applicable to all our Directors
and employees. The Code has been
circulated to all the Directors and
employees and has been published in
our intranet to ensure strict compliance
with same.

Code of Business Conduct and Ethics
encourages employees to talk to

their supervisors, managers or other
appropriate personnel within the
Company when in doubt about the best
course of action in a particular situation
and to report violations of laws, rules,
regulations or the Code to appropriate
personnel.

Whistle Blower Policy

Our Whistle Blower Policy also serves
as a widespread informal channel

of information on violations of laws,
rules and regulations and unethical
conduct and corporate fraud. This policy
enables employees who observe or
notice any improper or illegal activity

or unethical practice in the Company

or receive credible information on such
a practice, to report the same to the
BAC. Information channelled through
the whistle blower is verified carefully
and appropriate actions are taken by the
BAC. The policy has been published in all
three languages in our intranet.
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Principles of our Code of Business Conduct and Ethics

Proactive
Promotion
of Ethical
Behaviour

Compliance
with laws and
Regulations

D.3 Internal Control Framework

Refer: Risk Management, Page 228

We have an internal controls framework
covering financial, operational,
compliance and information technology
controls, as well as risk management
policies and systems. The Board,
supported by the BAC and IRMC,
oversees the system of internal controls
and risk management reviews the same
regularly for relevance and effectiveness.

Internal control is designed to mitigate
significant risks faced by us. It is
recognised that such a system provides
reasonable, but not absolute, assurance
against material error, omission,
misstatement or loss. This is achieved
within the Group through a combination
of risk identification, evaluation and
monitoring processes, appropriate
decision and oversight forums, and
assurance and control functions such
as risk management, internal audit and
compliance.

D.4 Risk Governance
Refer: Stakeholder Engagement, Page 26
Refer: Risk Management, Pages 214 to 233

We take a holistic view in our approach
to the strategy development, business

Avoidance of
Conflict of
Interests

Business
Conduct and
Ethics

Protection
of Company
Assets

activities, risk appetite, risk and balance
sheet management.

Our risk management framework
covers all material risks and governance
aspects of the organisation. These
encompass structures that are

linked with risk-based performance
management, ensuring business units
focus on key risk areas. Compliance is
constantly reviewed by the Board and
its committees, and any identified risks
or breaches of internal controls are
reported on, and then actively managed
and monitored.

Policies, processes and procedures
relating to governance, effective risk
management, capital adequacy and
sound internal control have Board and
senior management oversight and are
governed by the three lines of defence.

On behalf of the Board IRMC reviews
the economic, environmental and

social impacts and risks on the Group’s
operations at its quarterly meetings and
reports to the Board.

Impact of economic, environmental

and social factors on our operations

are ldentified through stakeholder
engagement which enables us to identify
priorities and manage key issues as well
as opportunities existing in the industry.

D.5 IT Governance
Refer: Intellectual Capital, Pages 119 to
121

Our IT Governance plays a critical role

in assuring integrity, confidentiality,
connectivity and continuity of information
management within the Group.

The IRMC is delegated with the authority
to ensure the implementation of the

IT governance framework. Its design,
implementation and execution have been
assigned to the Head of ICT (Group). The
Head of ICT (Group) provides regular
updates to the IRMC and the Board on
the status of material IT projects, as well
as other governance-related matters.

The IRMC ensures that risks are
adequately addressed through risk
monitoring and assurance processes,
and the BAC considers the impact of
IT on financial controls in its annual
audit plan. Material findings are
reported to the BAC which monitors
remedial actions implemented by the
management.

D.6 Compliance Function
Refer: Compliance Management, Pages
212to 213

Recognising our responsibility to
conduct business in accordance with
laws and regulations in the country in
all our operations, we have established
a separate compliance function whose
task is to monitor and assess our
compliance with laws, regulations,
regulatory guidelines, internal controls
and approved policies on all areas of
business operations.

A sound regulatory monitoring
mechanism is adopted by us to monitor
reporting and compliance with all
mandatory reporting requirements

with the intention of establishing a fully
compliant corporate governance and risk
mitigating culture.

The Compliance Officer reports to
the IRMC on a quarterly basis on the
compliance activities relating to the
respective areas.
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OUR ADHERENCE 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 (“CODE”)

Reference
to the Code

Principle

Level of compliance

‘ SECTION 1 - THE COMPANY

| A. DIRECTORS

A.1 The Board-Compliant
The Company is headed by an effective Board of Directors comprised experienced and influential individuals with diverse

backgrounds and expertise. Their mix of skills and business experience is a major contribution to the proper functioning of the
Board and its committees.

A1 Need for the Board to meet During 2015/16, the Board met 16 times, at least on monthly basis, to review
regularly the performance of the Company and its subsidiaries. At these meetings,
the Board ensured that appropriate and prompt action was taken to align the
strategies and operations of the Company and the Group with the interests
and expectations of all stakeholders.
Attendance at Board Meetings During 2015/16
Number
18
16
14
12
10
8
6 M Meetings
4 attended
2 B Meetings not
0 attended
E3 oE af 25 <8 =5 =2 vg
85 =% 25 t£ o§ <f <3 <38
2p ¢ =5 87 =5 =¥ 55 It
£ £ =z = -
£ =
<T
A1.2 Responsibilities of the Board

The Board's principal responsibilities and duties are clearly defined in the Company’s Corporate Governance
Charter. The Board being the highest decision-making body in the Company, provides sound leadership to the
management in setting the strategic vision, direction and long-term goals of the Group, and ensures that adequate
resources are available to meet these objectives.

(i) Ensure formulation and
implementation of a sound
business strategy

The Board of Directors sets the strategic objectives of the Company,
determines its operational policies and performance criteria and delegates
to the management the detailed planning and implementation of those
objectives and policies in accordance with appropriate risk parameters.

Company'’s strategic business plan covering the period up to 2017/18 as
approved by the Board in August 2015 provides for overall risk management
policy, procedures and mechanisms with measurable goals. The budget is
approved annually and the achievement of the objectives set out therein and
the business plan is reviewed by the Board at monthly Board meetings with
management updates thereon.

To discharge its stewardship and fiduciary responsibilities in an effective and
timely manner, the Board has delegated authority to Board committees and
enabled them to oversee specific responsibilities.
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Reference | Principle Level of compliance
to the Code
(ii) Ensure CEO and the The CEO and the Senior Management team possess extensive knowledge
management team possess the | and skill with widespread experience in the industry in which the Company
necessary skills, experience operates.

and knowledge for effective

implementation of the strategy | pofer. Corporate Management Profiles, Pages 142 to 146 for details of skills

and experience of individual members of the Senior Management.

(iii) Adopt effective CEO and senior | In terms of the policy of the Company, succession for the key managerial
management succession positions primarily focuses on developing and grooming people internally
strategy so as to have adequate options within the Company for replacement of key

management personnel, thus ensuring a smooth transition and continuity

of business. The organization structure of the Company also facilitates this
process.

(iv) Ensure that effective systems | The Company has adopted a set of internal control policies, approved by
are in place to secure integrity | the Board, to evaluate the methods and procedures for risk management,

of information, internal implementation of the Company’s corporate governance framework
controls, business continuity and compliance with related laws and regulations. This internal control
and risk management framework also aims to safeguard shareholders’ investment and the

Company’s assets and to ensure the reliability and integrity of information.

The Board Audit Committee, on behalf of the Board undertakes the detailed
monitoring of the controls and reports to the Board on its findings, whilst the
Integrated Risk Management Committee reviews the risk dash board reports
of the Company and its subsidiaries and takes prompt corrective action(s)

to mitigate the negative effects of specific risks, in case such risks are
exceeding the established risk tolerance levels.

Refer: Director’s Statement on Internal Control over Financial Statements,
Page 239 for further details on effectiveness of the internal controls within
the Company.

(v) Compliance with laws, The Company has a separate compliance function to monitor and assess the
regulations and ethical Company’s compliance with laws, regulations, regulatory guidelines, internal
standards controls and approved policies on all areas of business operations. The

Compliance Officer reports to the Integrated Risk Management Committee
on a quarterly basis on the compliance activities relating to the respective
areas.

The Company has a strong organizational culture of entrenched values,
which forms the cornerstone of its behaviour towards all stakeholders.
These values are embodied in a written statement of values, which serves
as the Company’s Code of Business Conduct and Ethics and is continually
reinforced.

Refer: Compliance Management, Pages 212 to 213 for further information on
the compliance framework of the Company.

(vi) Ensure that all stakeholder All charters and policies of the Company have been developed to ensure
interests are considered in that responsibilities to shareholders and other stakeholders are timely and
corporate decisions appropriately discharged. Particular emphasis is given by the Board to the

framework of these charters and policies in the decision making process.

Refer: Relationship Capital, Pages 54 to 81 and Stakeholder Engagement,
Page 26 for further details on measures taken by the Board to ensure
consideration of stakeholder interests.
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Reference | Principle Level of compliance

to the Code
(viilRecognise sustainable Working on a core value triad of economic viability, environmental

business development in responsibility and social accountability, the Board recognises the importance

corporate strategy, decisions of sustainable business development in the corporate strategy, decisions and

and activities activities of the Company. Accordingly, a significant consideration is given by
the Company to discharge its corporate social responsibilities.

(viii) Ensure that the Company’s The Company’'s accounting policies are annually reviewed by the Board
values and standards are set Audit Committee to be in line with new developments, changing business
with emphasis on adopting requirements and best practices in the industry. The Board ensures that the
appropriate accounting policies | Financial Statements of the Company are prepared in accordance with the
and fostering compliance with | approved accounting policies.
financial regulations

Refer: Directors’ Statement on Internal Control over Financial Statements,
Page 239 for the affirmation of the Board that the Company’s financial
statements are in line with the applicable standards and regulations.

(ix) Fulfilling other Board functions | During the year under review every endeavour was made by the Board to
as are vital, given the scale, fulfill its obligations towards all stakeholders and the same is reflected in
nature and complexity of the the performance of the Company, shareholder returns, high credit ratings,
organisation governance processes and an entrepreneurial performance focused work

environment prevailing in the Company.

A3 Obligation of the Board to The Board collectively as well as individually complied with the laws of
collectively and individually act in the country that are applicable to the Company. Company’'s Corporate
accordance with the laws of the Governance Charter and the Code of Business Conduct and Ethics
Country and the need to have a emphasises the importance of compliance with these laws and regulations
procedure for the Board to obtain by the Board as well as employees.
independent professional advice at
the Company’s expense The Company has an established procedure set out in its Corporate

Governance Charter that enables the individual Directors to seek
professional independent advice on matters related to the exercise of their
duties and responsibilities at the expense of the Company. However, no such
advice was sought during the financial year 2015/16.

A4 Need for the Directors to have As provided for by the Corporate Governance Charter of the Company, all
access to the advice and services Directors have access to the Company Secretary who is an Attorney-at-Law
of the Company Secretary and by profession.
the need for the removal of the
Company Secretary to be a matter | The Company Secretary advises the Board and ensures that matters
for the Board as a whole concerning the Companies Act, Board procedures and other applicable rules

and regulations are followed.
The appointment as well as the removal of the Company Secretary is a
matter reserved for the decision by the Board as a whole.

A1.5 Need for the Directors to bring The Board works as an effective and cohesive unit that draws on the
independent judgment to bear on strengths of each Director without placing undue reliance on any one
issues of strategy, performance, individual. Thus, all directors exercise independent judgment in decisions
resources and standards of made by the Board on issues of strategy, performance, resource allocation
business conduct and the conduct of business.

A1.6 Obligation of the Directors to The Board is aware of the other commitments of its Directors and is satisfied

that all Directors allocate sufficient time to enable them to discharge their
responsibilities effectively.

Refer: Board Meetings, Pages 152 to 153 for details on the manner in which
the Board dedicated it's time to the affairs of the Company in 2015/16.

PEOPLE'S LEASING & FINANCE PLC
ANNUAL REPORT 2015/16



162

OVERVIEW OUR VALUE PROPOSITION OUR STRATEGY MD&A

CORPORATE GOVERNANCE
GOVERNANCE REPORT

Reference | Principle Level of compliance
to the Code
A7 Need for every Director to receive | New Directors are provided with an induction on joining the Board by

apprising them comprehensively on the values and the culture of the
Company, business and operations of the Group and its strategy, policies,
governance framework and processes and their responsibilities as a Director
in terms of the applicable rules and regulations.

appropriate training when first
appointed to the Board and
subsequently as necessary

The Directors are kept abreast of applicable legislation and regulations,
changes to rules, standards and codes, as well as relevant sector
developments that could affect the Group and its operations.

In addition to the above measures, during the year two members of the
Board attended a two-day international conference covering a wide spectrum
of topics, including the role of the board, board diversity and corporate
governance.

A.2 Chairman and the Chief Executive Officer (CEO)-Compliant

The posts of Chairman and the Chief Executive Officer (CEQ) were held separately by Mr. Hemasiri Fernando and Mr. D. P.
Kumarage respectively thereby, ensuring the balance of power and authority. The Chairman provides leadership to the Board and
is responsible for governance and the effective operations of the Board, whilst the CEO, as the apex executive, is responsible and
accountable for day-to-day management of the affairs of the Company..

A2

Justification and disclosure of the | The roles of Chairman and CEO have not been combined.
decision to combine the posts of

Chairman and CEO in one person

A.3 Chairman’s Role-Compliant
The Chairman provides leadership to the Board to ensurse that the Board creates enduring value for all stakeholders of the
Company over the long term.

A3.1

The Chairman is a Non-Executive Director and is responsible in terms of the
Company’s Corporate Governance Charter for preserving good corporate
governance and running the Board in an orderly and effective manner.

Responsibility of the Chairman to
conduct Board proceedings in a
proper manner

Ensures Ensures the Sets the agenda
effectiveness of address of and tone of
the Board critical issues in Board meetings

a timely manner

VAN

Y

Ensures the

contribution of
non-executive
directors

Facilitates <
the effective

Encourages <
the directors to
make an active

contribution to the
Board’s affairs

provision of
adequate
information to
the Directors

LAY Ly

AR

LY T

TRy WY
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Reference
to the Code

Principle

Level of compliance

A.4 Financial Acumen-Compliant

The Board has diversity of skills and knowledge and each Director brings a particular range of skills and expertise to the
deliberations of the Board, which facilitates constructive and challenging debate around the boardroom table.

As

Need for the Board to ensure the
availability within it of those with
sufficient financial acumen and
knowledge

During the year 2015/16, the Board comprised of members with academic
and professional qualifications in banking, accounting and auditing, financial
services and insurance, industrial, media, marketing and technology.

The following Directors in particular provided the Board with guidance on
matters of finance,

Mr. Hemasiri Fernando
Mr. J. P. Amaratunga
Mr. N. Vasantha Kumar
Mr. M. A. M. Rizwan

vVVYVYY

In addition, all members of the Board had experience in various aspects of
financial management.

Refer: Board of Directors, Pages 138 to 141 for details of skills and
experience of individual members of the Board.

A.5 Board Balance-Compliant

All Directors on the Board of the Company are non-executive and are therefore independent of the management thereby

promoting critical review and control.

A5.1 Need to have at least two Non- During the year under review, the Board comprised only of Non-Executive
Executive Directors or such Directors with a wealth of knowledge and experience covering a wide
number of Non-Executive spectrum of topics.

Directors equivalent to one third
of total number of Directors,
whichever is higher

A5.2 Need for two or one third of Non- Of the eight (08) Non-Executive Directors of the Company as at 31st
Executive Directors appointed to March 2016, five (05) Directors namely, Mr. M. P. Amirthanayagam, Mr.
the Board, whichever is higher, to J. A. Fernando, Mr. M. A. M. Rizwan, Mr. R. M. Jayasena and Dr. A. A. S.
be ‘independent’ Gulamhusein were independent.

Composition of the
Board by Category
Number
9
8
7
6
5
4
3
2
1 M Independent
0 B Non-Independent
31st March 31st March
2016 2015
Ab5.3 Need for Independent Directors to | All of the Independent Non-Executive Directors of the Company during

be independent of management
and free of any business or other
relationship

2015/16 met the criteria for independence as set out in the applicable rules
and regulations including Code of Best Practice on Corporate Governance
(Code) and are deemed to be independent of management and free of
business or other relationship that could materially interfere with the
exercise of their unfettered and independent judgment.
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Reference | Principle Level of compliance

to the Code

A5.4 Need for Non-Executive Directors | During the year under review, self-declarations were submitted by each
to submit an annual declaration Non-Executive Director declaring his/her status of independency in terms of
of his/her independence or non- the applicable rules and regulations.
independence

A5.5 Need for the Board to make Based on the self- declarations submitted by the Directors on the status of
an annual determination as their independency, the Board determined that the following Directors who
to the independence or non- were in office during 2015/16 were independent,
independence of Non- Executive > Mr. M. P. Amirthanayagam
Directors > Mr. J. A Fernando

> Mr. M. A M. Rizwan
» Mr. R. M. Jayasena
» Dr A A.S. Gulamhusein

Ab5.6 Need for alternate directors No alternate directors were appointed during the year 2015/16
appointed by an Independent
Director to meet the criteria of
independence

A5.7 Need to appoint a “Senior Although the requirement to appoint a Senior Independent Director does
Independent Director” if the not arise under the Code in view of the roles of the Chairman and the CEO
Chairman and CEO is the same being held by two different individuals, the Company has designated a Non-
person Executive Director as the Senior Independent Director in compliance with the

Finance Companies (Corporate Governance] Directions.
During the year 2015/16, Mr. M. P. Amirthanayagam served as the Senior
Independent Director of the Company.

A5.8 Responsibility of the Senior The Board approved Terms of Reference for the Senior Independent Director
Independent Director to make appointed in terms of Finance Companies (Corporate Governance] Directions
himself available for confidential requires him to make himself available for confidential discussions with
discussions with other Directors other Non-Executive Directors who may have concerns which they believe

have not been properly considered by the Board as a whole.

It also empowers the Senior Independent Director to have the authority
to call a meeting of the Non-Executive Directors if, in his opinion, it is
necessary.

However, no such situation arose during the year under review.

Ab5.9 Responsibility of the Chairmanto | The Board comprises only Non- Executive Directors and therefore this
hold meetings exclusively with the | requirement does not apply to the Company.

Non-Executive Directors at least
once each year
A5.10 Obligation of the Directors to The Directors’ concerns pertaining to unresolved matters are discussed and

have matters that cannot be
unanimously resolved recorded in
the Board Minutes

recorded by the Company Secretary in the Board Minutes in sufficient detail.
Further discussions on these matters are pursued at the next Board meeting
with a view to resolving them.

However, no such issues arose during the year under review.
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A.6 Supply of Information-Compliant

Comprehensive information is essential for the decision making process at the Company. Hence, all financial and non-financial
information is analysed and presented to the Board to make informed and accurate decisions.

A.6.1 Obligation of the management to The Management ensured that the Board was provided with timely, accurate,
provide the Board with appropriate | relevant and comprehensive information before the Board meeting every
and timely information month, with adequate time for them to review the same and prepare for

discussions. The Board made inquiries for additional information from the
Management when necessary.

Further, the Chairman ensured that all Directors were adequately briefed on
issues arising at Board meetings.

Refer: Board Meetings, Pages 152 to 153 for the details on the process
before and during meetings of the Board.

A.6.2 Need to provide the minutes, The Agenda and Board Papers are circulated a week prior to Board meetings
agenda and papers required fora | thus providing the Directors with adequate time to study the papers and
Board Meeting at least seven (7) prepare themselves for constructive discussions at Board meetings.
days before the meeting

A.7 Appointments to the Board-Compliant
The Corporate Governance Charter of the Company provides for a formal and transparent procedure to be followed when
selecting and appointing new directors to the Board.

A7.1 Need to have a Nomination During the year under review the Remuneration and Nomination Committee
Committee to make of the Company comprised the following Directors,
recommendations to the Board on
all new Board appointments > Mr J. P. Amaratunga (Chairman)

» Mr. M. P. Amirthanayagam

» Mr. J. A Fernando

Refer: Remuneration and Nomination Committee Report, Pages 206 to 207
for further information on the Remuneration and Nomination Committee,
including its Terms of Reference.

A7.2 Need for the Nomination During the annual self-evaluation process, the Board as a whole assesses
Committee or the Board its own composition to ascertain whether the experience and the exposure
to annually assess Board- of the Board members are adequate to meet the strategic demands
composition faced by the Company and findings of these assessments are taken in to

consideration in the appointment of new Directors.

A7.3 Obligation of the Company All appointments of new Directors are informed to the shareholders, with

to disclose details of new
appointments of Directors to the
shareholders

sufficient details, via immediate notification to the Colombo Stock Exchange
and subsequently through the Company’s Annual Report.

Prior approval for appointment of new Directors is obtained from the Central
Bank of Sri Lanka in terms of the applicable regulations.
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A.8 Re-election-Compliant
In terms of Article 27(2) of the Articles of Association of the Company all Directors who have been appointed to the Board during
the year retire at the next Annual General Meeting and are eligible for re-election by the shareholders.

A.8.1 Need for the Non-Executive Although the Non-Executive Directors are not appointed for a specified time
Directors to be appointed subject period, they are nevertheless subject to re-election at the Annual General
to re-election and to the provisions | Meeting in terms the Articles of Association of the Company and to the
in the Companies Act relating to provisions of the Companies Act relating to the removal of a Director.
the removal

A.8.2 Need for all Directors including In terms of Article 27(2] of the Articles of Association of the Company, all

the Chairman to be subject to
election by shareholders at
the first opportunity after their
appointment

Directors, including the Chairman, are subject to re-election by shareholders
at the first opportunity after their appointment.

During the year 2015/16, all members of the Board except, Mr. N. Vasantha
Kumar and Dr. A. A. S. Gulamhusein offered themselves for re-election at
the last Annual General Meeting of the Company held on 30th June 2015.
Dr. A. A.S. Gulamhusein will offer himself for re-election at the forthcoming
Annual General Meeting scheduled for 29th June 2016.

A.9 Appraisal of Board Performance-Compliant
The Board recognises that it is necessary to periodically appraise their own performance in order to ensure that Board
responsibilities are satisfactorily discharged. Thus, the Board has a self-evaluation process in place that encourages all
Directors to make a full and active contribution to the Board’s affairs.

A9.1 Need for the Board to annually In accordance with the Corporate Governance Charter of the Company,
appraise itself on its performance | the Board carried out a comprehensive evaluation of its performance and
in the discharge of its key its committees In the last quarter of 2015/16. The assessment focused,
responsibilities inter-alia, on the Board's contribution to the development, monitoring

and implementation of the strategy; ensuring robust and effective risk
management; quality of the relationships with the management, employees
and shareholders; and ensuring proper functioning of Board Sub-
Committees.

Each member of the Board carried out a self-assessment of his/her own
effectiveness as well.

The full results of the Board evaluations were analysed by the Company
Secretary and the findings were presented to the Board in April 2016.

A9.2 Need for the Board to also The self-evaluation carried out by the Board in 2015/16 included an
undertake an annual self- evaluation of the performance of the Board as a whole as well as of its
evaluation of its own performance | Committees.
and that of its Committees.

A9.3 Need for the Board to state in the | The process of self-evaluation of the Board carried out in 2015/16 was led

Annual Report how performance
evaluations have been conducted

by the Chairman and supported by the Company Secretary. Views of all
Directors were canvassed in respect of the performance of the Board as

a whole as well as of its Committees by requiring the individual Directors

to complete a confidential questionnaire. The full results of the Board
evaluations were then analysed by the Company Secretary and the findings
were presented to the Board in April 2016. Based on these findings, it is duly
affirmed that the Board and its Committees operated effectively during the
year under review.
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A.10 Disclosure of Information in respect of Directors-Compliant
The Company places importance on the disclosure of information with accuracy, completeness, transparency and equality for
financial statements and general information, and also other information that would impact the Company’s share price.

A.10.1

Requirement for the Annual Report
of the Company to set out the
details of Directors

Refer: Profiles of the Board, Pages 138 to 141 for the profiles of the
Directors, including their qualifications, expertise, experience and
directorships.

Refer: Directors Attendance at Board and Board Committee Meetings, Page
152 for details on Directors’ status, attendance at Board and committee
meetings and their other board seats or equivalent positions.

Refer: Financial Statements, Pages 303 to 306 for the details of related party
transactions of the Directors.

A.11 Appraisal of Chief Executive Officer (CEO)-Compliant

As the apex executive of the Company, the CEO is responsible for the day to day operations of the Company with the assistance
of the Senior Management and is accountable to the Board to recommend the Company’s strategy and its subsequent
implementation, to ensure that appropriate internal controls are in place to manage and assess risk and that they are fully

complied with..

A11.1 Need for the Board to set financial | The CEO is entrusted with the management of the Company’s operations
and non-financial targets to be met | with decision making authority and he is fully accountable to the Board.
by the CEO during the year in line
with the short, medium and long- | At the commencement of every financial period, the Board in consultation
term objectives of the Company with the CEO, sets financial and non-financial targets that should be

achieved by the CEO in line with the short, medium and long term objectives
of the Company.
The main corporate goals and objectives emanating from the Company’s
Corporate Plan and the Budget are incorporated as personal goals of the
CEO.

A11.2 Need for the Board to evaluate the | Assessment of the performance of the CEQO by the Board is an on-going

performance of the CEO at the end
of each fiscal year

process. The performance of the CEO is evaluated by the Board at the end of
each financial year by comparing the performance of the Company with the
financial and non-financial targets set at the beginning of the financial year.

B. DIRECTORS ‘'S REMUNERATION

B.1 Remuneration Procedure-Compliant

The Board recognises that the existence of a formal and transparent remuneration procedure supports alignment of Directors’

interests with those of shareholders.

B.1.1

Need for the Board to set up a
Remuneration Committee

The Board has established a Remuneration Committee with written terms of
reference. During the year 2015/16 there were no Executive Directors on the
Board of the Company.

Refer: Remuneration and Nomination Committee Report, Pages 206 to 207
for the functions of the Remuneration and Nomination Committee during the
year 2015/16.

Need for the Remuneration
Committees to consist exclusively
of Non-Executive Directors

Al members of the Remuneration Committee are Non-Executive Directors
and the Chairman of the Committee is appointed by the Board.
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B.1.3 Requirement to list the Chairman | During the year under review the Remuneration and Nomination Committee
and members of the Remuneration | of the Company comprised the following directors,
Committee in the Annual Report
> Mr. J. P. Amaratunga(Chairman)
» Mr. M. P. Amirthanayagam
» Mr. J. A Fernando
B.1.4 Need for the Board to determine As permitted by the Articles of Association of the Company, the Board as a
the remuneration of Non-Executive | whole decides the remuneration of the Non-Executive Directors, including
Directors, including members of the members of the Remuneration and Nomination Committee. The Non-
the Remuneration Committee Executive Directors receive a fee for attending meetings of the Board and
Board Committees. Fees paid to the Non-Executive Directors are neither
performance related nor pensionable.
B.1.5 Need for the Remuneration The Terms of Reference of the Remuneration Committee empowers it to

Committee to consult the
Chairman and/or CEO on proposals
relating to the remuneration of
other Executive Directors

seek appropriate professional advice inside and outside the Company as and
when it is deemed necessary by the Committee.

There were no Executive Directors on the Board of the Company during the
year 2015/16 and hence, the necessity to consult the Chairman and/or CEO
on their remuneration did not arise.

B.2 The level and make up of Remuneration-Compliant

The Board is aware that the level and make up of remuneration affect human motivations and decisions, and consequently, risk
outcomes that are ultimately borne by shareholders. Remuneration must therefore reflect value delivered, adjusted appropriately
for risk assumed.

Committee to be sensitive to
remuneration and employment
conditions elsewhere in the
Company or Group

B.2.1 Need for the Remuneration There were no Executive Directors on the Board of the Company during the
Committee to provide competitive | year under review.
packages needed to attract, retain
and motivate Executive Directors Nevertheless, the Board is aware that the remuneration of Executive and
of the quality required Non-Executive Directors should reflect the market expectations and is
sufficient enough to attract and retain the quality of personnel needed to run
the Company.
B.2.2 Need for the Remuneration The Remuneration Committee as well as the Board as a whole is aware that
Committee to judge where to reward strategies and remuneration structure should be designed to attract,
position levels of remuneration motivate and retain high-calibre people, at all levels of the organisation, in a
of the Company, relative to other highly competitive environment. Therefore, the remuneration structure of the
companies Company is reviewed from time to time with comparison to that of peers in
the industry.
Accordingly, during 2015/16 the Committee commissioned an industry
remuneration survey through an independent professional party and
submitted their recommendations to the Board on re-alignment of the
employee remuneration package based on the findings thereof.
B.2.3 Need for the Remuneration Due to the relatively small size and scale of other companies in the Group,

weight is given to the industry comparable when deciding on salary increase
levels.

However, the Group endeavours to maintain a consistent policy of
remuneration across the board.
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B.2.4 Need for the performance-related | There were no Executive Directors on the Board of the Company during the
elements of remuneration of year under review.
Executive Directors to be designed
and tailored to align their interests
with those of the Company and
main stakeholders
B.2.5 Avoidance of offering executive The Company does not have any share option scheme for the Directors or
share options at a discount employees at present.
B.2.6 Need for the Remuneration There were no Executive Directors on the Board of the Company during the
Committee to follow the year under review.
provisions set out in Schedule
E of the Code in designing Nevertheless, the performance related element of remuneration applicable
schemes of performance-related to the CEO is based on achieving the set targets.
remuneration
B.2.7 & Need for the Remuneration There were no Executive Directors on the Board of the Company during the
B.2.8 Committee to decide on the year under review.
compensation commitments on
early termination of Directors’
contracts
B.2.9 Need for the levels of Non-Executive Directors are paid only a fee on their attendance at meetings

remuneration for Non-Executive
Directors to reflect the time
commitment and responsibilities
of their role

and sub-committee meetings.

B.3 Disclosure of Remuneration-Compliant
The Company has consistently applied the principle that its remuneration policy should be fair and competitive, and should be
reflective of the performance of the business.

B.3.1

Requirement to disclose the
Remuneration Policy and details of
remuneration of the Board in the
Annual Report

Refer: Remuneration and Nomination Committee Report, Pages 206 to 207
for the Remuneration Policy of the Company.

Refer: Financial Statements, Page 303 for details of remuneration of the
Directors.

C. RELATIONS WITH SHAREHOLDERS

C.1 Constructive use of the Annual General Meeting (AGM) and Conduct of General Meetings-Compliant

The Board attaches considerable importance to the maintenance of constructive relationships with the shareholders and
considers the AGM and other General Meetings to be the formal opportunity for dialogue and communication between the
Company and the shareholders. Accordingly all shareholders are encouraged to actively participate in the Company’'s AGM
and other General Meetings. To achieve this purpose, the notices of meetings are dispatched to the shareholders within the
prescribed time periods.

C.1.1

Need to count proxy votes

As a matter of practice, proxy votes together with the votes of the
shareholders present at the AGM are considered by the Company for each
resolution.

The Company has a mechanism to record all proxy votes to indicate to the
Chairman the level of proxies lodged on each resolution and the number of
votes for and against such resolution.
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C.1.2 Need to propose separate The Company proposes separate resolutions on each substantially separate

resolutions for each substantially
separate issue and adoption of
annual report and accounts

issue giving shareholders the opportunity to vote on each such issue
separately.

The adoption of the Annual Report of the Board of Directors, the Financial
Statements of the Company and the Report of the Auditors thereon are
considered as a separate resolution.

C.1.3 Need for the Board Sub Committee | The Chairman of the Board ensures that the Chairmen of Board sub-
Chairmen to be available to committees are present at the AGM to answer any query by shareholders.
answer queries

The Chairmen of the Board Sub committees were present at the previous
years AGM held on 30th June 2015 and no queries were raised by the
shareholders to them.

C.1.4 Need for the Notice of the AGM The Annual Report including financial statements and the notice of the
and related papers to be sent to meeting are sent to shareholders at least 15 working days prior to the date
shareholders before the meeting. | of the AGM in compliance with the applicable statutes.

The Annual Report for the year 2015/16 was submitted to the Colombo Stock
Exchange on 8th June 2015 and was dispatched to all shareholders on the
same day. The AGM was held on 30th June 2015.

C.1.5 Need to circulate a summary of A summary of procedure relating to voting at General Meetings is set out in

procedures governing voting at
General Meetings with the Notice
of Meeting

the Notice of Meeting itself sent to each shareholder.

The Notice of Meeting for the AGM in 2015 containing the procedure
governing voting was sent to the shareholders 15 working days prior to the
date of the AGM.

C.2 Communication with Shareholders-Compliant

The Company’s relevance to the markets and societies in which it operates depends on continued and meaningful engagement
with all stakeholders. Therefore, building and maintaining good stakeholder relationships helps the Company manage and
respond to expectations, minimize reputational risk and form strong partnerships, all of which support its commercial
sustainability.

C.21 Need to have a channel to The Company has many channels to reach all shareholders of the Company
disseminate timely information to | in order to disseminate timely information of which the primary channels are
all shareholders of the company the Annual Report and Annual General Meeting.

Refer: Corporate Governance, Page 157 for further details on
communication channels at the Company that ensures timely dissemination
of information to shareholders.

C.2.2 Need to disclose the policy and The Company has in place a comprehensive policy that governs

methodology of communication
with shareholders

communications with its different stakeholders, including shareholders,
which is based on the following four guiding principles:

efficiency

transparency

clarity

cultural awareness and feedback

YVVYVYY

The above policy which provides, inter alia, for the policy, methodology and
implementation of communications with the shareholders is available in the
Company’s intranet.
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C.23 Need to disclose the manner and The Communication Policy of the Company provides for the manner of
methodology of Implementation of | implementation thereof and points of responsibility for the same.
the Communication Policy

C.2.4 Need to disclose a contact person | Contact persons for communications with different stakeholders of the
for communication Company are specified in the Communication Policy.

C.25 Need for a process to make The Company Secretary and the Corporate Affairs Division maintains records
Directors aware of major issues of all correspondence received from shareholders and direct the same to
and concerns of shareholders appropriate channels for resolution.

All major issues and concerns of shareholders are referred to the Board.
Upon receipt of instructions from the Board or other relevant channel on
issues/concerns referred to them as above, the Company Secretary or
the Corporate Affairs Division revert to the respective shareholder with an
appropriate response.

C.2.6 Need for the identification of Shareholders can contact the Company Secretary, whose details are given
a person to be contacted on below, on matters relating them,
shareholder matters

Mr. Rohan Pathirage

The Company Secretary

People’s Leasing & Finance PLC

1161, Maradana Road

Colombo 8

Sri Lanka.

Tel: 011-2631105/103 (phone])

Fax: 0112 481500

The Senior Independent Director is available to discuss with shareholders
any major issues that cannot be resolved through normal channels.

In addition, the Company has established a separate Investor Relations
function at the Senior Management level to assist the shareholders seeking
information and assistance.

C.2.7 Need for a process responding to Please refer comment on Principle C.2.5 above

shareholder matters

C.3 Major a

nd Material Transactions-Compliant

The Board recognizes that timely disclosure of market sensitive information is essential to maintaining and increasing the
confidence of investors in the Company, whilst helping investors making their own judgments.

C.3.1

Need to Disclose major and
material transactions

During the year, there were no major or material transactions engaged in
or committed to by the Company as prescribed by the Code that required
disclosure to the shareholders.
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D. ACCOUNTABILITY AND AUDIT

D.1 Financial Reporting-Compliant
The Board is responsible for determining the nature and extent of the significant risks it is willing to take in achieving its

strategic objectives. Therefore, the Board has established a formal and transparent arrangement for considering how they
should apply the corporate reporting, risk management and internal control principles and for maintaining an appropriate
relationship with the Company’s auditors.

Extraordinary General Meeting
(EGM) to notify serious loss of
capital

D.1.1 Responsibility of the Board for The Board’s is aware that its responsibility to present a balanced and
statutory and regulatory reporting | understandable assessment extends to interim and other price-sensitive
public reports and reports to regulators as well as to information required to
be furnished by statutory requirements.
Accordingly, the Company has complied with the requirements of the
Companies Act No.7 of 2007, Finance Business Act No.42 of 2011 and
directions made thereunder in the preparation and presentation of its annual
and interim financial statements in conformity with Sri Lanka Accounting
Standards.
During 2015/16, the interim accounts and annual financial statements were
published on a timely basis and regulatory reports were filed by the due
dates. Price sensitive information was also disclosed to the Colombo Stock
Exchange on a timely basis during the year.
D.1.2 Requirement to include Refer: Annual Report of the Board of Directors on the Affairs of the
declarations by Directors in the Company, Pages 201 to 203 for the required declarations by the Directors.
Directors’ Report
D.1.3 Requirement to include in the Refer: Statement on Directors’ Responsibility for Financial Reporting, Page
Annual Report statements 238 for the statement of Directors’ responsibility for the preparation and
by Directors and Auditors on presentation of financial statements.
responsibility for financial
reporting Refer: Independent Auditors’ Report, Page 241 for the Auditors’
Responsibility over Financial Statements.
Refer: Directors’ Statement on Internal Control over Financial Reporting,
Page 239
D.1.4 Need for inclusion of a Refer: Management Discussion & Analysis, Pages 39 to 136
Management Discussion and
Analysis in the Annual Report
D.1.5 Need to include a declaration by Refer: Annual Report of the Board of Directors on the Affairs of the
the Board on the going concern of | Company, Pages 199 to 203 for the required declaration.
the Business
D.1.6 Requirement to summon an The situation has not arisen during the year 2015/16 and the likelihood of

such a situation is remote. However, should such a situation arises, an EGM
would be convened to keep the shareholders informed thereof.
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D.1.7

Requirement to include adequate
and accurate disclosure of Related
Party Transactions in the Annual
Report

The Company has in place a Related Party Transaction (RPT) Policy whereby
the categories of persons who shall be considered as “related parties” has
been identified. In accordance with the RPT Policy self-declarations are
obtained from each Director and Key Management Personnel for the purpose
of identifying parties related to them. Based on the information furnished in
these declarations, the Company has developed a system that enables the
Company to monitor and report transactions with identified related parties
and retrieve data thereon throughout the Company’s network.

The Code of Business Conduct and Ethics of the Company ("the Code”) requires
each member of the Board to determine whether he/she has a potential

or actual conflict of interests arising from personal relationships, external
associations and interest in material matters which may have a bearing on his/
her independent judgment. The Code also requires directors who have such a
potential or actual conflict of interests to immediately disclose it to the Board

of Directors as soon as he/she becomes aware of it and records thereof are
maintained by the Company Secretary in the Interest Register.

To further strengthen the above process, a Board Related Party Transactions
Review Committee was established in early 2014 on a voluntary basis.

Refer: Related Party Transactions Review Committee Report, Page 208 for
the details of the Related Party Transactions Review Committee.

Refer: Financial Statements, Pages 303 to 306 for details on related party
transactions during 2015/16.

D.2 Internal Controls-Compliant

The directors are responsible for the Group's system of internal control and for maintaining and reviewing its effectiveness from

both a financial and an operational perspective.

D.2.1

Responsibility of the Board to
conduct an annual review of
internal controls

The Company has adopted a set of internal control policies, approved by

the Board, to evaluate the methods and procedures for risk management,
implementation of the Company’s corporate governance framework and
compliance with related laws and regulations. This internal control framework
also aims to safeguard shareholders’ investment and the Company's assets
and to ensure the reliability of its financial recordkeeping and reporting.

Risks and controls are reviewed and monitored regularly for relevance and
effectiveness. The Integrated Risk Management Committee and the Board
Audit Committee assist the Board in this regard. Sound risk management
practices are promoted by the risk management department, which is
independent of operational management.

Internal control is designed to mitigate, not eliminate, significant risks faced
by the Company. It is recognized that such a system provides reasonable,
but not absolute, assurance against material error, omission, misstatement
or loss. This is achieved within the Group through a combination of risk
identification, evaluation and monitoring processes, appropriate decision
and oversight forums, and assurance and control functions such as risk
management, internal audit and compliance.

Refer: Board Audit Committee Report, Pages 204 to 205 and Integrated

Risk Management Committee Report, Pages 209 to 211 for details on

the functions of the Board Audit Committee and the Integrated Risk
Management Committee during the year 2015/16 to ensure the effectiveness
of the internal control systems.
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D.2.2

Need for an internal audit function

The Company has its own in-house Internal Audit Department.

Refer: Board Audit Committee Report, Pages 204 to 205 for details on the
internal audit function.

D.2.3

Need for the Audit Committee

to review the process and
effectiveness of risk management
and internal controls

The Internal Audit Department of the Company carries out regular reviews
on the risk management measures and internal controls system including
internal controls over financial reporting and reports their findings to the
Board Audit Committee, who then on behalf of the Board, undertakes a
detailed monitoring and reviewing of the said controls and risk management
measures.

The minutes of the Board Audit Committee meetings together with the
Committee’s findings on internal controls and risk management functions
are submitted at the meetings of the Board of Directors periodically.

Refer: Directors Statement on Internal Control over Financial Reporting,
Page 239 for more details on the above.

D.2.4

Responsibilities of Directors in
maintaining a sound system of
internal control and content of
Statement of Internal Control

Refer: Directors Statement on Internal Control over Financial Reporting,
Page 239 for information on Directors’ responsibility for maintaining a sound
system of internal control

D.3 Audit Committee-Compliant
The Board Audit Committee assists the Board of Directors in its general oversight of financial reporting, internal controls and
functions relating to internal and external audits. The Charter of the Board Audit Committee, which is periodically reviewed and
revised with the concurrence of the Board of Directors, clearly defines the Terms of Reference of the Board Audit Committee.
The Charter demonstrates that activities of the Board Audit Committee are in line with the Code and the directions issued by the
Central Bank of Sri Lanka.

have written Terms of Reference

D.3.1 Need for the Audit Committee to As at 31st March 2016, the Board Audit Committee comprised three
be comprised of a minimum of Directors, all of whom were Non-Executive. Two Directors of the Committee
two independent Non-Executive were Independent Non-Executive Directors.
Directors or exclusively by Non-
Executive Directors, a majority Refer: Board Audit Committee Report, Page 204 for the composition of the
of whom should be independent, Board Audit Committee.
whichever is higher
D.3.2 Duties of the Audit Committee The Board Audit Committee monitors and reviews the External Auditor’s
to review the objectivity of the independence, objectivity and the effectiveness of the audit process, taking
External Auditor into account the relevant professional and regulatory requirements.
Company’s External Auditors for 2015/16, M/s. Ernst & Young, Chartered
Accountants have provided a declaration of their independence to the Board
Audit Committee in terms of the relevant rules.
D.3.3 Need for the Audit Committee to The Board Audit Committee operates within clearly defined Terms of

Reference approved by the Board. The duties and responsibilities of the
Committee as set out in the said Terms of Reference, are in line with the
Code and the directions issued by the Central Bank of Sri Lanka.

Refer: Board Audit Committee Report, Pages 204 to 205 for the Terms of
Reference of the Board Audit Committee.
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D.3.4 Need to disclose the of names During the year under review the Audit Committee of the Company

of the members of the Audit
Committee and report of the Audit
Committee in the Annual Report

comprised the following directors,

Mr. J. P. Amaratunga (Chairman)
Mr. M. P. Amirthanayagam
Mr. M. A M. Rizwan

Company’s External Auditors for 2015/16, M/. Ernst & Young, Chartered
Accountants have provided a declaration of their independence to the Board

Audit Committee in terms of the relevant rules.

Refer: Board Audit Committee Report, Pages 204 to 205

D.4 Code of Business Conduct and Ethics-Compliant

Business ethics at the Company is not limited to ethical behaviour, but clearly articulates the ethical principles embedded in
the Company’s ethos and ensures that those principles are fully integrated into the entity’'s management and operations. The
approach to ethics considers the impact of actions on a broad range of stakeholders and to the reputation of the Company.

D.4.1

Need to make a disclosures on the
presence of a Code of Business
Conduct & Ethics

The Company has in place a comprehensive Code of Business Conduct

and Ethics applicable to all Directors and employees of the Company. The
Code has been circulated to all the Directors and employees and has been
published in the Company’s intranet to ensure strict compliance with same.

Refer: Corporate Governance, Page 157 for a summary of the Company’s
Code of Business Conduct and Ethics.

The Board is not aware of any material violations of any of the provisions
of the Code of Business Conduct and Ethics by any Director or Senior
Management member of the Company.

D.4.2

Affirmation by the Chairman that
there is no violation of the Code of
Business Conduct & Ethics

Refer: Annual Report of the Board of Directors on the Affairs of the
Company, Page 202 for the required affirmation.

D.5 Corporate Governance Disclosures-Compliant

The Board of Directors of the Company continues to focus on improving its effectiveness and responding appropriately to
be current with the developments taking place in the governance environment and remains committed to transparency and
continuous improvement in reporting as the Company continues on its corporate journey.

D.5.1

Need for inclusion of a Corporate
Governance Report in the Annual
Report

This report from Pages 137 to 211 sets out the manner in and the extent to
which the Company has complied with the Code.
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to the Code

SECTION 2 - SHAREHOLDERS
E. INSTITUTIONAL INVESTORS

E.1 Shareholder Voting-Compliant

The Company is committed to promoting effective and open communication with all shareholders, transparently and regularly in
order to facilitate a mutual understanding of the respective objectives of the parties. The Board and the management strive to be
accessible to both institutional and private investors, and proactively encourage all shareholders to participate at the Company’'s
Annual General Meeting (AGM).

E.1.1 Need to conduct regular and The Annual General Meeting [AGM] is used as a forum to have a structured
structured dialogue with and objective dialogue with shareholders on matters that are relevant to the
shareholders general membership.

From the company’s perspective, the AGM provides a forum for the Board to
inform the shareholders what the Company does and how it has performed
during the year. For investors, it provides a forum to learn more about

the business and ask questions of the Directors and to use their votes
responsibly.

Additionally, the Company has an ongoing programme of dialogue and
meetings with institutional shareholders, where a wide range of relevant
issues is discussed.

E.2 Evaluation of Governance Disclosures-Compliant
Corporate Governance disclosure is a reflection of accountability and transparency that broadens the scope of management
responsibility and supports a positive association between the Company and its institutional investors.

E.2. Need to Encourage institutional Sufficient attention has been given to the interests of institutional investors
investors to give due weight to and they are at liberty to give due weight when exercising their voting rights
relevant governance arrangements | on resolutions relating to the Board structure and the composition.

F. OTHER INVESTORS

F.1 Investing/Divesting Decisions-Compliant

The Company places a high degree of importance on maintaining good relationships and communications with institutional
investors and private investors alike and ensures that they are kept informed of significant Company developments in order to
give them the critical information they need to value their investments.

F.1 Encourage individual shareholders | Individual shareholders are at liberty to carry out adequate analysis or seek
to seek independent advice in independent advice on their investing, holding or divesting decisions.
investing or divesting decisions

F.2 Shareholder Voting-Compliant
General Meetings provide the principal opportunity for the Board to meet investors and for the Chairman to explain the
Company’s progress and receive questions from its owners, the shareholders.

F.2 Encourage individual shareholders | Individual shareholders are encouraged to participate at general meetings
to participate in General Meetings | and cast their votes. To achieve this purpose, the notices of meetings are
and exercise voting rights dispatched to all shareholders within the prescribed time periods.

PEOPLE'S LEASING & FINANCE PLC
ANNUAL REPORT 2015/16



177

CORPORATE STEWARDSHIP FINANCIAL INFORMATION SUPPLEMENTARY INFORMATION
A4
Reference | Principle Level of compliance
to the Code

G. SUSTAINABILITY REPORTING

G.1 Principles of Sustainability Reporting-Compliant

The Company recognises that a sustainability report presents the organisation’s values and governance model, and
demonstrates the link between its strategy and its commitment to a sustainable global economy. Thus, this Annual Report has
been prepared in the form of an integrated report that covers all sustainability reporting parameters as identified by the Global
Reporting Initiative (GRI).

G.1.1 Reporting of Economic Refer: Financial Capital, Pages 48 to 53
Sustainability
‘ G.1.2 Reporting on the Environment Refer: Natural Capital, Pages 105 to 115 ‘
‘ G.1.3 Reporting on Labour Practices Refer: Human Capital, Pages 82 to 94 ‘
‘ G.1.4 Reporting on Society Refer: Social Capital, Pages 95 to 104 ‘
G.1.5 Reporting on Product Refer: Relationship Capital, Pages 66 to 68

Responsibility

G.1.6 Reporting on stakeholders Refer: Stakeholder Engagement, Page 26
identification, engagement and
effective communication

G.1.7 Formalising sustainable reporting | Refer: About this Report, Pages 6 to 7
as part of Company’s reporting
process

PEOPLE'S LEASING & FINANCE PLC
ANNUAL REPORT 2015/16



178

OVERVIEW OUR VALUE PROPOSITION OUR STRATEGY MD&A

CORPORATE GOVERNANCE

GOVERNANCE REPORT

OUR COMPLIANCE WITH FINANCE COMPANIES (CORPORATE GOVERNANCE) DIRECTION NO. 3 OF 2008 AS AMENDED BY
DIRECTIONS NO. 4 OF 2008 AND NO. 6 OF 2013 ISSUED BY THE CENTRAL BANK OF SRI LANKA (“CORPORATE GOVERNANCE

DIRECTIONS”)
Rule Principle Level of compliance
Reference

A. RESPONSIBILITIES OF THE BOARD

the applicable legislation.

The Board provides sound leadership to the management in setting the strategic vision, direction and long-term goals of the
Group, and ensures that adequate resources are available to meet these objectives. The Board’s terms of reference are set out in
a written charter-the Corporate Governance Charter which is reviewed periodically to ensure compliance with the provisions of

‘ 2(1) ‘ Strengthening the safety and soundness of the Company

(a) approving and overseeing
the strategic objectives and
corporate values and ensuring
that the same is communicated
throughout the Company

Compliant

The Board of Directors sets the strategic objectives of the Company,
determines its operational policies and performance criteria and delegates
to the management the detailed planning and implementation of those
objectives and policies in accordance with appropriate risk parameters.

The strategic objectives of the Company are predicated on the vision and
missions statements of the Company and corporate values are embedded in
the Code of Business Conduct and Ethics which have been communicated to
employees at all levels.

(b

approving the overall business
strategy of the Company,
including the overall risk

policy and risk management
procedures and mechanisms
with measurable goals, for at
least immediate next three years

Compliant

Company'’s strategic business plan covering the period up to 2017/18 as
approved by the Board in August 2015 provides for overall risk management
policy, procedures and mechanisms with measurable goals.

The business strategy is reviewed by the Board on a regular basis with
updates on the execution thereof by the management at monthly Board
meetings.

(c) ldentifying risks and ensuring
implementation of appropriate
systems to manage the risks
prudently

Compliant

The Board as a whole remains primarily responsible for the overall risk
framework of the Company. Integrated Risk Management Committee,

on behalf of the Board, identifies risks and ensures implementation of
appropriate systems to manage risks prudently and reports to the Board on
a quarterly basis.

(d

Approving a policy of
communication with all
stakeholders, including
depositors, creditors, share-
holders and borrowers

Compliant

Recognising the importance of two-way communication with its
stakeholders, the Board has adopted a comprehensive policy that governs
communications with its shareholders and other stakeholders including,
depositors, creditors, borrowers, suppliers etc.

Refer: Corporate Governance, Page 157 for more information on the
Communication Policy.
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(e) Reviewing the adequacy and
the integrity of the Company’s
internal control systems

Reviewing the adequacy and the
integrity of the management
information systems

Compliant

The Board has overall responsibility for ensuring that the Company
maintains an adequate system of internal control and for reviewing its
effectiveness.

The Board Audit Committee, on behalf of the Board undertakes the detailed
monitoring and reviewing of the internal controls and reports to the Board
on its findings on a quarterly basis.

Refer: Director’s Statement on Internal Control over Financial Statements,
Page 239 for further information on internal control framework of the
Company

Non-Compliant

Steps have been initiated in the current year to review the existing MIS
Manual/Guideline to assess the adequacy of the integrity of the MIS and
there after for the Board to review the adequacy of the same. This process is
expected to be completed within the next financial year.

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

Compliant

The Board of Directors, Chief Executive Officer and Deputy General
Managers of the Company have been identified and designated as the Key
Management Personnel of the Company.

(g) Defining the areas of authority Compliant
and key responsibilities for Principle duties and responsibilities of the Board of Directors and the Chief
the Board and for the key Executive Officer are set out in detail in the Corporate Governance Charter
management personnel of the Company. The Key Functions / responsibilities of the Deputy General
Managers (KMP’s) have been defined and approved by the Board and
included in their respective job descriptions.
The respective delegated authority limits of the Chief Executive Officer and
the Deputy General Managers have also been defined by the Board.
(h) Ensuring that there is Compliant

appropriate oversight of the
affairs of the Company by key
management personnel, that is
consistent with the Company’s
policy

Affairs of the Company are reviewed and discussed by the Board at Board
meetings on a monthly basis. At these meetings, Key Management
Personnel are represented by the Chief Executive Officer who apprises
the Board on the operations and performance of the Company against set
targets.

Affairs of the Company are also reviewed and discussed by the Senior
Management at management level.

Refer: Management's Role in Governance, Pages 153 to 155 for more
information on the Management’s role in the supervision of the affairs of the
Company.
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Rule
Reference

Principle

Level of compliance

(i) Periodically assessing
the effectiveness of its
governance practices,
including:

(ii) The selection, nomination
and election of directors
and appointment of key
management personnel;

(iii) The management of conflicts
of interests; and

(iv) The determination
of weaknesses and
implementation of changes
where necessary;

Compliant

The effectiveness of the Board’'s own governance practices including
determination of its weaknesses was assessed by the Board through a self-
evaluation of the Board carried out in the last quarter of the financial year
2015/16. Feedback of the Directors thereon was discussed at the meeting of
the Board held in April 2016.

The Articles of Association of the Company and the Corporate Governance
Charter provides for the general procedure applicable to selection and
appointment of Directors of the Company. Presently, the Directors of

the Company, other than the Non-Executive Independent Directors, are
recommended by the parent, People’'s Bank and appointed by the Board in
terms of the Articles of Association. The appointments of Key Management
Personnel are made by the Board on the recommendation of the Chief
Executive Officer.

The Management of conflicts of interests is addressed in a timely manner.
In terms of the Code of Business Conduct and Ethics of the Company, each
member of the Board has a responsibility to determine whether he/she has
a potential or actual conflict of interests arising from personal relationships,
external associations and interest in material matters which may have a
bearing on his/her independent judgment. Directors who have an interest in
a matter under discussion make a disclosure of his/her interest therein and
refrain from engaging themselves in the deliberations on that matter and
from voting thereon.

Self-declarations on potential conflicts of interest are obtained from the
Directors at the time of their appointment to the Board and subsequently

as and when it is required. These declarations together with the interests
disclosed by the Directors at Board meetings assist the Company to manage
conflicts (if any) in an effective manner.

(j) Ensuring that the Company has
an appropriate succession plan
for key management personnel

Non-Compliant

In terms of the policy decisions made by the Board, succession for the

key managerial positions primarily focuses on developing and grooming
people internally so as to have adequate options within the Company for
replacement of key management personnel, thus ensuring a smooth
transition and continuity of business. The organization structure of the
Company also facilitates this process. However, the Board expects to adopt
a more detailed and defined succession plan for the key management
personnel in the ensuing year with the assistance of the Remuneration and
Nomination Committee.

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

Compliant

The Key Management Personnel are represented at monthly meetings

of the Board of Directors by the Chief Executive Officer of the Company
who apprises the Board of any concerns/critical issues raised by the

Key Management Personnel at their meetings. Furthermore, the Key
Management Personnel are invited to participate in Board Sub Committee
Meetings to review policies, establish lines of communication and monitor
progress towards corporate objectives.

PEOPLE'S LEASING & FINANCE PLC
ANNUAL REPORT 2015/16




181

CORPORATE STEWARDSHIP

FINANCIAL INFORMATION SUPPLEMENTARY INFORMATION

v
Rule Principle Level of compliance
Reference
() Understanding the regulatory Compliant
environment On appointment, Directors are apprised comprehensively on the regulatory
environment including, governance framework, policies, and processes
and their responsibilities as a Director in terms of the applicable rules and
regulations.
The Board is apprised of any changes to the regulatory environment by the
Compliance Officer through the Integrated Risk Management Committee
and also by the Company Secretary.
A Summary of the contents of the regulatory requirements and relevant
ratios are submitted to the Board on a regular basis for their awareness of
the Company’s standing with regard to regulatory environment.
(m) Exercising due diligence in the Compliant
hiring and oversight of external | The hiring of external auditors is carried out by the Board on the
auditors recommendation of the Board Audit Committee.
The Board Audit Committee monitors and reviews the External Auditor’s
independence, objectivity and the effectiveness of the audit process, taking
into account the relevant professional and regulatory requirements.
Company’s External Auditors for 2015/16, M/s. Ernst & Young, Chartered
Accountants have provided a declaration of their independence to the Board
Audit Committee in terms of section 163(3) of the Companies Act No.7 of
2007.
2(2) Appointment of the chairman Compliant
and the chief executive officer The Board has appointed the Chairman and the Chief Executive Officer.
and defining and approving their Their roles are separate and have been defined in the Corporate Governance
functions and responsibilities Charter of the Company.
2(3) Availability of a procedure Compliant
determined by the Board to enable The Corporate Governance Charter provides for the Directors to seek the
directors, to seek independent advice of the Company Secretary and other professional independent advice
professional advice at the on matters related to the exercise of their duties and responsibilities, at the
Company’s expense expense of the Company. However, no such advice was sought by any of the
Directors during the financial year 2015/16.
2(4) Avoidance of conflicts of interest Compliant

In terms of the Code of Business Conduct and Ethics of the Company, each
member of the Board has a responsibility to determine whether he/she has
a potential or actual conflict of interests arising from personal relationships,
external associations and interest in material matters which may have a
bearing on his/her independent judgment. Directors who have an interest in
a matter under discussion make a disclosure of this/her interest therein and
refrain from engaging themselves in the deliberations on that matter and
from voting thereon. Such abstentions from decisions are duly recorded by
the Company Secretary in the minutes.

Self-declarations on potential conflicts of interest are obtained from the
Directors at the time of their appointment to the Board and subsequently

as and when it is required. These declarations together with the interests
disclosed by the Directors at Board meetings assist the Company to manage
conflicts (if any).
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Rule Principle Level of compliance
Reference
2(5) Availability of a formal schedule of | Compliant
matters specifically reserved to the | The Corporate Governance Charter of the Company contains a formal
Board for decision schedule of matters specifically reserved to the Board for its decision.
2(6) Disclosure of insolvency to the Compliant
Director of the Department of No such situation has arisen during the year 2015/16. Furthermore,
Supervision of Non-Bank Financial | the liquidity position of the Company is reported to the Director of the
Institutions Department of Supervision of Non-Bank Financial Institutions on a weekly
basis.
2(7) Inclusion of an annual corporate Compliant
governance report on compliance This report from Page 178 to Page 195 serves this requirement.
with the Corporate Governance
Directions in the Annual Report
2(8) Adoption of an annual scheme of Compliant

self-assessment by the Directors

The Board has adopted a scheme of self-assessment to be undertaken by
each director annually, the procedure of which is set out in the Corporate
Governance Charter of the Company. In accordance therewith, the

Board carried out a comprehensive evaluation of its performance and its
committees in the last quarter of 2015/16.

Each member of the Board carried out a self-assessment of his/her own
effectiveness as well.

The full results of the Board evaluations were analysed by the Company
Secretary and the findings were presented to the Board in April 2016.

B. MEETINGS OF THE BOARD
The Company has a highly engaged Board with varied perspectives. Meetings of the Board and its committees are held on a
regular basis to ensure the discharge of the Board’s responsibility on management of the Company's strategy and policy, and
monitoring of the Management's performance against the set objectives.

3(1) Convening Board meetings at least | Compliant
twelve times a financial year at The Board met sixteen (16] times for the financial year under review and
monthly intervals obtaining the Boards’ consent via circulation was kept to a minimum of
three (03] instances.
3(2) Making arrangements to enable Compliant
directors to include matters and All Directors are provided an equal opportunity to include proposals for
proposals in the agenda for regular | promotion of business and management of risk in the agenda for regular
Board meetings meetings. The procedure applicable to this is set out in the Company’s
Corporate Governance Charter.
3(3) Giving adequate notice of Board Compliant
meetings The date of the next Board meeting is collectively agreed to by the
members present during the previous Board meeting and subsequently
communicated to all the members, so as to ensure that at least 7 days’
notice is given of a meeting. Reasonable notice is given of any other special
Board meeting.
3(4) Attendance of Directors at Board Compliant

meetings

Board meetings are usually held at monthly intervals unless the business
exigencies demand the convening of meetings at shorter intervals. Sixteen
(16) Board meetings were held during the year 2015/16. No Director has
been absent from three (03] consecutive meetings.

Refer: Directors’ Attendance at Board and Board Committee Meetings, Page
152 for details of individual Director’s attendance at Board meetings.
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3(5) Appointment of a Company Compliant
Secretary An Attorney-at-law with adequate experience has been appointed by the
Board as the Company Secretary.
The Company Secretary advises the Board and ensures that matters
concerning the Companies Act, Board procedures and other applicable
rules and regulations are followed.
3(6) Responsibility of preparing the Compliant
agenda for a Board meeting The function of preparing the Agenda for Board meetings has been
delegated by the Chairman to the Company Secretary and accordingly, the
Company Secretary is responsible for the same.
3(7) Directors’ access to advice and Compliant
services of the Company Secretary As provided for by the Corporate Governance Charter of the Company, all
Directors have access to the Company Secretary who is an Attorney-at-Law
by profession.
3(8) Maintenance of minutes of Board Compliant
meetings inspection thereof by the The Company Secretary maintains the minutes of Board meetings with
directors sufficient details and the same is available for inspection by any Director
in accordance with the procedure laid down in the Corporate Governance
Charter of the Company.
3(9) Recording of minutes of Board Compliant

meetings in sufficient detail

The Company Secretary records the proceedings of the meetings and
the decisions taken thereat in sufficient detail so as to satisfy all the
requirements specified in this rule.

C. COMPOSITION OF THE BOARD

The average tenure of Directors demonstrates a good balance between continuity and fresh perspectives. The proportion
of independent Non-Executive Directors on the Board [five out of eight] ensures that the Board is able to exercise objective
judgment on corporate affairs and the performance of management against key performance indicators.

4(1) Number of directors on the Board Compliant
As at the end of 2015/16, there were eight (08) Directors on the Board thus,
complying with the requirement.
4(2) Period of service of a director Compliant
The period of service of all the Directors during 2015/16 was below nine (09)
years.
4(3) Appointment, election or Compliant
Nomination of an employee as a The Company does not have any Executive Directors.
director of the company
4(4) Number of independent non- Compliant
executive directors on the Board The Board comprised five (05] Non-Executive Independent Directors
and criteria for assessment of during the financial year 2015/16 who met the criteria for independence as
independency specified in this rule.
Self-declarations were obtained from all Non-Executive Independent
Directors confirming their suitability to be designated as “independent” in
terms of the criteria in this rule.
4(5) Alternate directors to meet the Compliant

status of the appointor

criteria for independency/executive

No alternate directors were appointed during the year.
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first general meeting after their
appointment

Rule Principle Level of compliance
Reference
4(6) Skills and experience of the Compliant
non-executive directors to bring The Board comprises solely of Non-Executive Directors who possess
an objective judgment to bear on academic and professional qualifications in diverse fields. Their mix of skills
issues of strategy, performance and | and business experience is a major contribution to the proper functioning of
resources the Board and its committees.
Refer: Board of Directors, Pages 138 to 141 for details on the skills and
experience of the Board members.
4(7) Presence of Non-Executive Compliant
Directors to satisfy the quorum for Since all of the Directors of the Company during the year 2015/16 were
meetings of the Board non-executive directors, the required quorum was met at all meetings of the
Board convened for the year.
4(8) Disclosure of independent Compliant
non-executive directors, Board The Independent Non-Executive Directors are identified as such in all
composition in corporate corporate communications that contain the names of Directors of the
communications and in the annual Company.
corporate governance report
Refer: Directors, Attendance at Board and Board Committee Meetings,
Page 152 for details of composition of the Board by category, including their
names.
4(9) Availability of a formal, and Compliant
transparent procedure for the The Articles of Association of the Company and the Corporate Governance
appointment of new directors Charter provides for the general procedure applicable to selection and
appointment of Directors of the Company. Upon the nominees being found
to be “fit and proper” for appointment as Directors of the Company, approval
of the Director of Department of Supervision of Non-Bank Financial
Institutions of the Central Bank of Sri Lanka is obtained for the same.
All appointments made to the Board during the year 2015/16 complied with
the above procedure.
4(10) Re-election of directors appointed Compliant

In terms of Article 27(2) of the Articles of Association of the Company all
Directors, including those appointed to fill casual vacancies, are subject to
re-election by shareholders at the first Annual General Meeting following
their appointment.

During the year 2015/16, all members of the Board except, Mr. N. Vasantha
Kumar and Dr. A. A. S. Gulamhusein offered themselves for re-election at
the last Annual General Meeting of the Company held on 30th June 2015.
Dr. A A.S. Gulamhusein will offer himself for re-election at the forthcoming
Annual General Meeting scheduled for 29th June 2016.
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4(11) Disclosure of resignations/removal | Compliant

of directors to the shareholders and
the Director of the Department of
Supervision of Non-Bank Financial
Institutions of the Central Bank of
Sri Lanka

All resignations/removals and appointments of Directors are informed to
the shareholders, with sufficient details, via immediate notification to the
Colombo Stock Exchange, after approval for the same has been obtained
from the Director of Department of Supervision of Non-Bank Financial
Institutions of the Central Bank of Sri Lanka in terms of the applicable
regulations.

D. FITNESS AND PROPRIETY OF DIRECTORS
The Board has diversity of skills and knowledge and each Director brings a particular range of skills and expertise to the
deliberations of the Board which facilitates constructive and challenging debate around the boardroom table.

5(1) Directors over 70 years of age Compliant
There are no Directors who are over 70 years of age.
5(2) Holding office in more than 20 Compliant

companies

There are no Directors who hold office as a director of more than 20
companies. None of the Directors hold office of a director or any other
equivalent position in more than 10 companies that are classified as
Specified Business Entities.

Refer: Directors’ Attendance at Board and Board Committee Meetings and
their other Directorships/Significant Positions, Page 152 for a schedule of
Directors’ other directorships/positions.

E. DELEGATION OF FUNCTIONS
To discharge its stewardship and fiduciary responsibilities in an effective and timely manner, the Board delegates authority to
Board committees and the management with clearly defined mandates and authorities, while preserving its accountability.

6(1) Delegation of Board functions Compliant
In terms of Article 29(2) of the Articles of Association of the Company,
the Board is empowered to delegate to a committee of Directors or to
any person it deems fit, any of the powers vested in the Board which are
permissible for delegation in terms of the applicable law.
Accordingly, the Board has delegated authority to the Board Committees
and the Management with clearly defined mandates and authorities, while
preserving its accountability.

6(2) Review of delegation of Board Compliant

functions on a periodic basis

The functions delegated by the Board to Board Committees and the
Management and the applicable limits of authority are regularly evaluated
by the Board to ensure that the same does not materially affect the ability
of the Board as a whole in discharging its’ functions and remains relevant to
the needs of the Company.

F. THE CHAIRMAN AND THE CHIEF EXECUTIVE OFFICER

The posts of Chairman and the Chief Executive Officer (CEQ) are held separately by two individuals thereby ensuring the balance
of power and authority. The Chairman provides leadership to the Board and is responsible for governance and the effective
operations of the Board, whilst the CEO, as the apex executive, is responsible and accountable for day-to-day management of the
affairs of the Company.

7(1)

Division of the roles of the Chairman
and Chief Executive Officer

Compliant
The posts of the Chairman and the Chief Executive Officer [CEQ]) of the
Company are separate ensuring the balance of power and authority.
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7(2) Designation of an independent Compliant
non-executive director as the Senior | The Chairman is considered to be a Non-Independent Director by virtue of
Director if the chairman is not an the fact that he also holds the office of Chairman of the parent company,
independent non-executive director | People's Bank. Hence, Mr. M. P. Amirthanayagam, an Independent Non-
Executive Director, functions as the present Senior Independent Director of
the Company.
7(3) Disclosure of relationship between | Compliant
the Chairman, Chief Executive As declared by them, there are no relationships whatsoever, including
Officer and members of the Board in | financial, business, family, or other material relationship between the
the corporate governance report Chairman/CEO and/or other members of the Board which will impair their
respective roles.
Refer: Board of Directors and Corporate Management, Pages 138 to 141
and Page 142 for the particulars of the Chairman and the CEQ.
7(4) Role of the Chairman Compliant
The Corporate Governance Charter of the Company sets out the
responsibilities of the Chairman which includes leading the Board and
ensuring its effective functioning.
The annual self-assessment of the Board includes a criterion that evaluates
the effectiveness of the Chairman in facilitating the Board's discharge of its
responsibilities.
7(5) Role of the Chairman in the Compliant
preparation of the agenda for Board | The Chairman has delegated the function of preparing the agenda to the
meetings Company Secretary.
7(6) Duty of the Chairman to ensure Compliant
that all directors are informed The Chairman ensures, that all Directors are properly briefed on issues
adequately and timely of the issues | arising at Board meetings by submission of the agenda and board papers
arising at Board meetings with sufficient time for their perusal prior to a meeting.
7(7) Role of the Chairman in encouraging | Compliant
directors to make an active The Chairman sets the agenda, style and the tone of the Board deliberations
contribution to the Board'’s affairs and ensures that opinions of all Directors are appropriately considered in
decision making thereby promoting active contribution by the individual
Directors to the Board's affairs.
7(8) Role of the Chairman in ensuring Compliant

constructive relationships between
executive and non-executive
directors

The Company does not have any Executive Directors.

Nevertheless, the Chairman ensures that a constructive relationship exists
between the Board members as a whole by providing an equal opportunity
to all Directors to actively participate in the Board’s affairs.

This process is further strengthened through the annual self-evaluations
of the Board where views of all Directors are canvassed in respect of the
performance of the Board as a whole as well as of its committees.
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7(9) Avoidance of engaging in activities | Compliant
involving direct supervision of key The Chairman is a Non-Executive Director who does not get involved directly
management personnel or any other | in any of the executive duties of the Company or the direct supervision of the
executive duties by the Chairman Key Management Personnel.
7(10) Role of the Chairman in maintaining | Compliant
effective communication with The Board attaches considerable importance to the maintenance of
shareholders and communicating constructive relationships with the shareholders and considers the AGM
the views of shareholders to the and other General Meetings to be the formal opportunity for dialogue and
Board communication between the Company and the shareholders. Accordingly,
these meetings provide the principal opportunity for the Board to meet the
shareholders and for the Chairman to explain the Company’s progress and
clarify matters that shareholders refer to the Board and the Management.
To encourage shareholders to communicate their views and to seek
assistance in matters that relate to them, a separate function on investor
relations has been established at the Senior Management level.
7(11) Role of the Chief Executive Officer Compliant

The Chief Executive Officer (CEOQ), the apex executive of the Company

is delegated by the Board with the authority of detailed planning and
implementation of the strategic objectives and policies of the Company and
day to day operations of the Company in accordance with appropriate risk
parameters. The role of the CEOQ is detailed in the Corporate Governance
Charter of the Company.

G. BOARD APPOINTED COMMITTEES
The Board has delegated certain of its functions to Board sub-committees and provided them with sufficient resources enabling
them to focus on their designated areas of responsibility and ensure independent oversight.

8(1)

Presence of at least two Board
committees reporting directly to the
Board

Compliant

The Company has four (04) Board appointed Committees directly reporting
to the Board, namely the Board Audit Committee (BAC), Integrated Risk
Management Committee (IRMC), Remuneration and Nomination Committee
(RNC) and Related Party Transactions Review Committee [RPTRC). Each
committee has a secretary that arranges its meetings, maintains minutes,
records and carries out other secretarial functions under the supervision of
the chairmen of the respective committees.

Refer: Corporate Governance, Page 151 for the composition and the
functions of the above committees.

' 8(2)

Audit Committee

(a) The chairman of Audit
Committee

Compliant

Mr. J. P. Amaratunga, a Non-Executive Non-Independent Director serves as
the Chairman of the Board Audit Committee. He is a Fellow Member of the
Institute of Chartered Accountants of Sri Lanka and a Fellow Member of the
Institue of Chartered Management Accountants, UK. He has over 30 years of
extensive experience in finance and management. He was also a Member of
the Governing Council of the Institute of Chartered Accountants of

Sri Lanka.

(b) Composition of the Audit
Committee

Compliant
All three members of the Board Audit Committee are Non-Executive
Directors, two of whom are Independent.
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Rule Principle Level of compliance
Reference
(c] Responsibility of the Audit Compliant
Committee to recommend: The Board Audit Committee has at its meetings recommended
(i) the appointment of the (i} That M/s Ernst & Young, Chartered Accountants be reappointed as the
external auditor; external auditors of the Company for the financial year 2015/16;
(ii) implementation of the (i) The implementation of Central Bank guidelines issued to auditors from
Central Bank guidelines time to time;

issued to auditors;

(i) application of relevant (iii) The application of International Financial Reporting Standards; and
accounting standards;

(iv) the service period, audit (iv] The Group Audit Fee for the financial year 2015/16.
fee and any resignation or
dismissal of the auditor. No resignation or dismissal of the auditor has taken place during the year

2015/16. The term of engagement of the present audit partner who was
appointed during the financial year 2012/13, does not exceed five (05) years.

(d) Responsibility of the Audit Compliant
Committee to review and The Board Audit Committee monitors and reviews the External Auditor’s
monitor the external auditor’s independence, objectivity and the effectiveness of the audit process, taking
independence and objectivity into account the relevant professional and regulatory requirements.
and the effectiveness of the
audit processes Company's External Auditors for 2015/16, M/s. Ernst & Young, Chartered
Accountants have provided a declaration of their independence to the Board
Audit Committee in terms of the relevant rules.
(e) Responsibility of the Audit Compliant
Committee to develop and The Board Audit Committee with the approval of the Board of Directors has
implement a Board approved developed and implemented a policy for engagement of external auditors
policy on the engagement of an | to provide non-audit services to safeguard the auditors’ independence and
external auditor to provide non- | objectivity.
audit services
(f) Responsibility of the Audit Compliant
Committee to discuss and The Board Audit Committee meets with the external auditors to
finalize with the external discuss their audit plan, nature and the scope of the audit before the
auditors the nature and scope of | commencement of an audit. Accordingly, the Board Audit Committee met
the audit the external auditors M/S Ernst & Young, Chartered Accountants twice
during the year under review to discuss and finalise the scope of the audit.
(g) Responsibility of the Audit Compliant
Committee to review the The Board Audit Committee periodically reviews the financial information of
financial information of the the Company in order to monitor the integrity of the financial statements of
Company, in order to monitor the Company and other financial disclosures.
the integrity of the financial
statements, annual report, The Committee has reviewed the Company’s Annual Report and Quarterly

accounts and periodical reports | Financial Statements before submission thereof to the Board for approval.
prepared for disclosure, and the
significant financial reporting
judgments contained therein.
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(h) Responsibility of the Audit

Committee to discuss issues,
problems and reservations
arising from the interim and
final audits, and any matters the
auditor may wish to discuss

Compliant
During the year under review, the Board Audit Committee met the External
Auditors without the presence of the Key Management Personnel.

(i) Responsibility of the Audit
Committee to review
the external auditor’s
management letter and the
management’s response
thereto.

Compliant

During the year, the Board Audit Committee reviewed External Auditor’s
Management Letter for the year 2014/15 and the Management’s responses
thereto.

(i)

Responsibility of the Audit
Committee to take the following
steps with regard to the internal
audit function of the Company:

(i) review the adequacy of
the scope, functions and
resources of the internal
audit department;

(i) review the internal audit
programme and results of
the internal audit process;

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

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

Compliant

The Board Audit Committee has reviewed and approved the Internal Audit
Plan for the F/Y 2015/16 presented by the Internal Audit Department
prepared based on overall risk assessment and the significant audit
observations made during the previous year. This plan also includes the
scope, functions and the resources of the Internal Audit Department.

Compliant

The findings of the internal audits carried out during the year and the
evaluation by the Internal Audit Department of the Company’s internal
controls and compliances were reviewed by the Committee.

Compliant

During the year 2015/16, the Committee assessed the performance of the
Internal Audit Department as a whole. At the end of the year, the Board as
well as the Board Remuneration and Nomination Committee assessed the
performance of the Head of Internal Audit in the promotion process.

Compliant
No such situation has arisen during the year 2015/16.

(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;

(vi) ensure that the internal
audit function is independent
of the activities it audits

Compliant

No senior staff members of the Internal Audit Department including the
Chief Internal Auditor and any outsourced service providers have resigned
during the year.

Compliant
Internal audit function is independent as the Internal Audit Department
reports directly to the Board Audit Committee.
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(k) Responsibility of the Audit
Committee to consider
the major findings of
internal investigations and
management’s responses
thereto;

Compliant

Based on the reports submitted by the Internal Audit Department, the
Board Audit Committee reviews and considers major audit findings and the
management’s responses thereto. However, no such major audit findings
have been reported during the year 2014/15.

(1) Participants at the Audit
Committee meetings and the
need to meet with the external
auditors without the presence of
the executive directors

Compliant

Although the Board Audit Committee does not comprise any Executive
Directors, the Committee met with the external auditors during the year
under review.

(m) Authority and resources of the
Audit Committee

Compliant

The Board approved Terms of Reference of the Board Audit Committee
mandates explicit authority to investigate into any matter within its purview
and take necessary action thereto.

Refer: Board Audit Committee Report, Pages 204 to 205 for a summary of
the Terms of Reference of the Board Audit Committee.

(n) Meetings of the Audit Committee

Compliant
The Board Audit Committee met six (06) times during the financial year
under review.

(o) Disclosure of activities of the
Audit Committee and attendance
of members at meetings thereof
in the Annual Report

Compliant

Refer: Board Audit Committee Report, Pages 204 to 205 for the activities of
the Board Audit Committee during 2015/16 and attendance of members at
meetings of the Committee.

(p) Recording and maintenance of Compliant
detailed minutes of the Audit In accordance with the Terms of Reference, Head of Internal Audit functions
Committee meetings as the Secretary to the Board Audit Committee.
The Secretary to the Committee records and maintains minutes of all
Committee meetings in sufficient detail.
(q) Responsibility of the Audit Compliant

Committee to review the process
by which employees may, in
confidence, raise concerns
about possible improprieties

in financial reporting, internal
control or other matters

On the recommendation of the Board Audit Committee, the Board

has adopted a whistle blower policy that enables the employees to, in
confidence, report violations of laws, rules, regulations or unethical
conduct to the Board Audit Committee. Information routed through the
whistleblower channel is verified carefully and appropriate actions are
taken by the Committee. The confidentiality of those reporting violations

is maintained and they are not subjected to any discriminatory action. The
policy has been published in all three languages in the Company’s intranet
for information of all employees.

The Committee intends to review the adequacy of the whistle blower policy
in the ensuing year with the objective of aligning it with the current trends.
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Reference
‘ 8(3) Integrated Risk Management Committee

(a) Composition of the Integrated
Risk Management Committee
and the duty of the committee
to work with key management
personnel closely and make
decisions on behalf of the
Board within the framework of
authority

Compliant

The Integrated Risk Management Committee comprises two (02) Non-
Executive Directors, Chief Executive Officer and three (03) Deputy General
Managers supervising broad risk categories such as credit, market,
liquidity, operational and strategic risk.

Head of Internal Audit, key risk owners of subsidiaries, the compliance
officer and secretary to the Assets & Liability Committee of the Company
attended Integrated Risk Management Committee meetings on invitation.

(b

Responsibility of the Integrated
Risk Management Committee to
assess all risks to the Company
both on individual basis as well
as group basis, monthly through
appropriate risk indicators and
management information

Compliant

The Integrated Risk Management Committee assesses all risks, i.e., credit,
market, liquidity, operational and strategic risks through appropriate risk
indicators. In the case of subsidiary companies, risk management is carried
out, both on a finance company basis and group basis using the indicators
to maintain consistency within the group.

Integrated Risk Management Committee Reviews the risk dash board
reports of the Company and its subsidiaries that have commenced
commercial operations and takes prompt corrective action(s) to mitigate
the negative effects of specific risks, in case such risks are exceeding the
established risk tolerance levels.

During the year 2015/16, stress testing procedures were implemented and
stress testing activities and the results thereof were incorporated into the
overall risk management and decision making process.

(c] Responsibility of the Integrated
Risk Management Committee
to review the adequacy and
effectiveness of all management
level committees

Compliant

Assets and Liability Committee (ALCO) of the Company reviews and
monitors the liquidity risk and the market risk based on the risk tolerance
levels (risk limits) established by Integrated Risk Management Committee.
The Committee review the annual assessment on the effectiveness of

the performance of the ALCO against its scope set out in the Terms of
Reference.

The Company has established credit authority levels with prescribed credit
approval limits to evaluate the customer applications based on the risk and
the amount of the facility. The Company adopts this credit authority levels
for credit approvals instead of a Credit Committee.

During the year 2015/16, the Risk Tolerance Statement was adopted by
the Board on the recommendation of the Integrated Risk Management
Committee.

Refer: Integrated Risk Management Committee Report, Pages 209 to 211 for
the scope of the Integrated Risk Management Committee and its activities
during 2015/16.
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(d) Responsibility of the Integrated

Risk Management Committee to
take prompt corrective action to
mitigate the effects of specific
risks which are at levels beyond
the prudent levels decided by
the committee

Compliant

The Integrated Risk Management Committee has determined risk tolerance
levels which are being timely updated considering the factors such as
strategic objectives of the Company, changes in regulatory requirements,
competitiveness in the business environment and future economic
conditions. Each risk category in the risk profile of the Company has

been reviewed against the risk tolerance levels by the Committee at their
meetings.

(e) Responsibility of the Integrated | Compliant
Risk Management Committee to | The Integrated Risk Management Committee met five (05) times during the
meet at least quarterly to assess | financial year 2015/2016.
all aspects of risk management
(f) Responsibility of the Integrated | Compliant
Risk Management Committee Risks are identified collectively by the Integrated Risk Management
to take appropriate actions Committee and Assets and Liabilities Committee (ALCOJ and such decisions
against the officers responsible | are taken collectively.
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
(g) Responsibility of the Integrated | Compliant
Risk Management Committee to | Risk assessment reports are submitted by the Integrated Risk Management
submit a risk assessment report | Committee at the Board meeting immediately following the Integrated Risk
within a week of each meeting to | Management Committee meeting.
the Board
(h) Responsibility of the Integrated | Compliant

Risk Management Committee
to establish a compliance
function to assess the
Company’s compliance with
laws, regulations, directions,
rules, regulatory guidelines,
internal controls and approved
policies on all areas of business
operations

Requirement for the
compliance function to be a key
management personnel

Committee has established a compliance function to assess the Company’s
compliance with laws, regulations and regulatory guidelines. In the year
2015/16, the compliance scope was expanded to periodically assess the
Company’s compliance with internal controls and approved policies on all
areas of business operations.

The compliance function is headed by an Attorney-at-Law in the senior
managerial cadre who directly reported to the Integrated Risk Management
Committee on the Company’s compliance with laws, regulations, directions,
rules, regulatory guidelines and internal controls.

Non-Compliant
However, the compliance officer is not currently designated as a Key
Management Personnel.

Refer: Compliance Management, Pages 212 to 213 for the framework and
activities of the compliance function.
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H. RELATED PARTY TRANSACTIONS
The Code of Business Conduct and Ethics of the Company requires the Board to determine whether he/she has a potential or

actual conflict of interests arising from personal relationships, external associations and interest in material matters which may
have a bearing on his/her independent judgment.

91(2)

Responsibility of the Board to
take necessary steps to avoid
any conflicts of interest that may
arise from any transaction of the
Company with related parties

Compliant

The Company has in place a Related Party Transaction (RPT) Policy whereby
the categories of persons who shall be considered as “related parties”

has been identified. In accordance with the RPT Policy self-declarations

are obtained from each Director and Key Management Personnel for the
purpose of identifying parties related to them. Based on the information
furnished in these declarations, the Company has developed a system

that enables the Company to retrieve data on related party transactions
throughout the Company’s network.

The Code of Business Conduct and Ethics of the Company ("the Code”)
requires each member of the Board to determine whether he/she has a
potential or actual conflict of interests arising from personal relationships,
external associations and interest in material matters which may have a
bearing on his/her independent judgment. The Code also requires Directors
who have such a potential or actual conflict of interests to immediately
disclose it to the Board of Directors as soon as he/she becomes aware of it.

The Board Related Party Transactions Review Committee established in
2014 further strengthen the effective management and oversight of related
party transactions.

Refer: Related Party Transactions Review Committee Report, Page 208 for
the details of the Related Party Transactions Review Committee.

9(3)

Nature of transactions with related
parties to which the Corporate
Governance Directions apply

Compliant
The Related Party Transaction Policy as updated during 2013/14 covers all
transactions with related parties irrespective of their nature and value.

9(4)

Responsibility of t