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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.
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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
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(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

LA

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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ANNUAL REPORT 2015/16




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 iy
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

PEOPLE'S LEASING & FINANCE PLC
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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



25

CORPORATE STEWARDSHIP FINANCIAL INFORMATION SUPPLEMENTARY INFORMATION

>

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+ I8 > 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




27

CORPORATE STEWARDSHIP

FINANCIAL INFORMATION

SUPPLEMENTARY INFORMATION

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




30

OUR STRATEGY
v

OVERVIEW OUR VALUE PROPOSITION MD&A

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
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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
SUSN——
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
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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
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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

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



56

OVERVIEW OUR VALUE PROPOSITION OUR STRATEGY MD&A

CAPITAL MANAGEMENT
RELATIONSHIP CAPITAL »

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

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



57

CORPORATE STEWARDSHIP

FINANCIAL INFORMATION SUPPLEMENTARY INFORMATION

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

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



64

OVERVIEW

OUR VALUE PROPOSITION

OUR STRATEGY

MD&A

CAPITAL MANAGEMENT

RELATIONSHIP CAPITAL »

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\~

A

» ‘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.
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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
n .
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
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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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CAPITAL MANAGEMENT
RELATIONSHIP CAPITAL » INVESTORS

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
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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 -
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