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STANDING
STEADFAST

Making the Right Move at the Right Time

Amid what could only be described as an environment of turbulence and
volatility, L B Finance relied on stable principles and a steadfast vision to
navigate ever-changing dynamics with expertise, precision and certainty.

Our inherent ability to monitor and remain attuned to our surroundings
has enabled us to retain our balance, while remaining responsive and
adaptive in the face of change. As in the past, the year under review saw
us counter emerging risks and capitalise on opportunities in order to
conquer the unknown.

This report outlines how your company relied on time-tested insights,
strength and prowess to anticipate what lies ahead, and ride the storm.
Read on, to discover how we were able to stand steadfast amid adversity,
purely by making the right move at the right time.

Surfers rely on a combination of physical skills and an unerring awareness of an ever-changing
environment to rise above adversity. Years of experience enables them to cultivate a strong sense of
balance and an ability to rapidly respond to changing dynamics, and remain steadfast in the face of chaos.



BRAILLE PAGE

In this report, you will find a page in Braille, which is a nod to inclusivity
from our brand, providing a holistic assessment of the Company’s ability to create
value in the short, medium and long term. People who are differently challenged can
be a part of this unique feature. We are a non-judgemental entity that believes in our
requirements to mould and shape the society around us.



LETTER TO STAKEHOLDERS

It was over five decades ago, that we set out to build socially responsible businesses that would
focus on safeguarding the financial well-being of people and communities by encouraging them to
make informed financial decisions. Guided by this core purpose, our operations in Sri Lanka and
Myanmar have had a positive impact on over 800,000 lives.

At LB Finance (LBF), we think like pioneers. We stay vigilant about emerging trends in technology,
especially in the fin-tech space. It is how we tackle disruption and lead by example in transforming
financial services that will stand out for their ability to create bespoke, fully integrated experiences
for our customers, employees, and other stakeholders. The “Overview of LB” section provides

an overview of LBF encapsulating the essence of WHO we are, WHAT we do across our primary
markets, WHY we are in business, and HOW we operate.

As a business, we continue to strive for excellence in everything we do. This includes constantly
aligning with global best practices in all aspects of our business including reporting. The section
titled “About our Integrated Report” explains the reporting frameworks adopted by LBF to
disseminate information in a structured way to fulfill the information requirements of our various
stakeholders.

Value creation aspects contains key thoughts of the management, followed by a comprehensive
assessment of performance against short, medium, and long-term strategies, a snapshot of risks
and opportunities, operating environment, resource allocation and trade-offs, stakeholders and
material matters.

The penultimate chapter of the report contains an overview of our corporate governance and
risk management practices, before concluding with the financial and any other supplementary
information.

We appreciate the time it takes to read this report and strive to ensure the content included
provides you with a good understanding of how we are living up to our core purpose in the
markets where we operate. Also included at the end of this report is a special segment describing
how we have matched our content elements to the guiding principles of the International <IR>
Framework.

¢ :

i
G AR D Prasanna J A 'S Sumith Adhihetty
Chairman Managing Director
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WE ARE ON
PODCAST
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vt Podcast - ) ! $ Podcast

-

Discussion on Corporate Governance

Focus on IT and cyber security

ol
‘* Visit playlist for view
: podcast videos

PLAYLIST
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Our commitments towards Integrated
reporting practice

As a part of our ongoing commitment to TAGS (Transparency,
Accountability, Governance and Sustainability) we included a short video

series to present our commitment in integrated thinking and reporting.

Discussion on integrated reporting practices

Visit playlist for view
podcast videos

PLAYLIST

Dedicated website

for integrated reporting and
sustainability information

0600
@00

Dedicated Facebook page
for Integrated reporting and sustainability

Environmental
friendly reusable mediums

Using USB drive medium to transfer the information
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Innovation Continues...

OUR REPORTING JOURNEY

2019/20 2021/22 2022/23

Equity Design Integrated Report

e Audio Presentation for visual impaired

e Colour Separation to reduce colour blind impact

e Trilingual video to solve the language barriers

e Comprehensive information for undergraduates or learning partners

e Introduce Trilingual video presentation of Annual Reports

e Trilingual Chairperson’s Statement and Managing Director’s Review

Voluntary IR checklist for technical reviewers’ easy reference of the integrated annual report

Dedicated website and Facebook page for Annual Report information
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Introduction the Reporting Suits to Simplify the Reports

Summarised Annual Report snapshot

Company as a carbon neutral/ Conscious entity 7th Consecutive Year

SWOT Analysis

e Entire Company SWOT Analysis

e SWOT analysis for each capital

e Extended SWOT to TOWS Analysis

Content specialty

e Value creation score card (stakeholder view and Six capital view) 0

e Materiality Impact Matrix and Relationship between material issues

e Trade off between strategic focus and Six capitals material issues

e Revamping benefit of six capitals

e Capital journey for each capital

e Trade-off between capitals

e Financial Statement Analysis - Horizontal and Vertical Analysis

Dedicated Stakeholder survey for the Integrated Report - Conducted by University of
Sri Jayewardenepura

6 LB Finance PLC Annual Report 2022/23



We provide accessibility to this
report through several ways

USER ACCESSIBILITY
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OUR VISION, MISSION, GOAL AND VALUES

<VISION

To contribute to the quality of life experienced by our depositors,
customers, employees, and the general public through partnerships
that fuel the growth of our Company and to create shareholder value
both in the short term and long term

% MISSION

To mobilise public funds
by innovating investment
products that will enhance
the value delivered to our
depositors

for developing lasting
partnerships with our
stakeholders,employees,and
the general public

> Touse training and career
development to create an
empowered and committed
group of employees who will
drive the Company to high
levels of achievement

» Toengage in prudent lending

to entrepreneurs to assist
them in the creation of wealth

To offer a caring and
personalised service that

which results can be clearly
assessed and seize new
opportunities in the market

()
I
Qo
» Toembarkoninvestments in %
=
0
o

will form the foundation

¥ GOAL AND VALUES

As a financial services institution, our goal is to be a major player in the financial
services sector in Sri Lanka and lead the way in finding solutions to the challenges
of these key sustainability by developing accessible products and services and
driving innovation to promote greater financial inclusion. We are built on a model

of excellence and strength that propels us into a future designed for every single
stakeholder we serve. Also to further streamline operations and responsibility to

all stakeholders by ensuring our core values; excellence, ethics, transparency,
innovation, professionalism, and quality. \We are empowering stakeholders by
providing the necessary quality guidance and support to mound a future, maintaining
professionalism and corporate citizenship.
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HOW TO READ THIS REPORT

Our integrated report provides a holistic assessment of LB Finance PLC's (LBF) strategic intent in terms of creating value for all of our
stakeholders. The report is structured to satisfy the information needs of all our stakeholders and in doing so projects LBF through multiple
lenses - as a financial services provider, as an employer, as an innovator, and as a contributor to society as a whole.

FIVE METHODS OF REFERRING THE REPORT

METHOD 1
Application METHOD 2 METHOD 3 METHOD 4 METHOD 5
INTERNATIONAL Application of Application of SDG Application of quick Application of triple
<IR> FRAMEWORK frequently asked principles reference bottom line
for the Report questions

. . . F tainabilit Fi tainabilit
For technical users For information seekers orstistalnabliity For snapshot readers o sus.a.lna ity
researchers practitioners

&

Visit our sustainability
web site for more details

METHOD 01

Application INTERNATIONAL <IR> FRAMEWORK for the Report

Inspired by the guiding principles of the reference framework published by the International Integrated Reporting Council (IIRC), this is the 10th
Integrated Report by LBF.

1. Guiding Principles

An Integrated Report should provide insight This Integrated Annual Report outlines LBF's long-term goal statement and
» into the organisation’s strategy and how it medium-term objectives, as well as the key performance indicators that we track
§ relates to the organisation’s ability to create in the near term to ensure that we are meeting our fundamental Mission. Along
‘s Vvalue in the short, medium and long term with the risks and opportunities associated with our market position and regional
'g_j’ and to its use of and effects on the capitals presence, the report shows how the six capitals contribute to the LBF’s capacity to
:"g fulfill its long-term strategic goals
(%]
Our Managing Director review Our business model Our strategic roadmap Our business trade-off
An integrated report should show a We have put together this report to tell the story of our value creation by following
holistic picture of the combination, a logical structure and employing effective navigational tools to do so. In doing so
inter-relatedness and dependencies between we seek to articulate the connection between the six capitals, our stakeholders,
the factors that affect the organisation’s related opportunities and risks and material themes. This approach allows us to
ability to create value better explain what factors impact our ability to create long-term value for our
over time stakeholders.

Our value creation business

model Our value creation scorecard - Our value creation business

Stakeholder view model - Capital view BRI X ke

Connectivity of information

Strategic focus making trade off
with capital

10 LB Finance PLC Annual Report 2022/23



Stakeholder relationships

An integrated report should provide

Our integrated report examines LBF’s interactions with its stakeholders, including

insight into the nature and quality of the how we identify and assess the health of these relationships. We give pertinent
organisation’s relationships with its key information on the matters our stakeholder considers to be vitally important, and
stakeholders, including how and to what offer detailed explanations on what we are doing to address these matters.
extent the organisation understands, takes

into account and responds to their legitimate

needs and interests.

It Ekeely Our material matters in action Corporate governance - Chairman’s statement

engagement

Materiality

An integrated report should disclose
information about matters that substantively
affect the organisation’s ability to create
value over the short, medium and long term

We have used our best judgment to include only the material stakeholder concerns
that we believe may have direct repercussions for LBF or vice versa. The report
showcases how these concerns are being systematically identified and incorporated
into our strategy and how they cascade into our day-to-day operations.

Our material matters in action

Our material matters in action

Risk and opportunities

Conciseness

An integrated report should be concise

Content in this report flows logically between sections to inform stakeholders of
LBF’s current and future prospects. Cross-referencing has been used to minimise
duplication and where relevant additional links have been provided for further
reading.

Consistency and comparability

The information in an integrated report
should be presented:

» On a consistent basis over time

» In a way, that enables comparison with
other organisations to the extent it is
material to the organisation’s own ability
to create value over time

We have made a concerted effort to ensure that the information we report on
is comparable from year to year, including the key performance indicators that
are used to gauge our success at the business unit and group levels. In addition,
we adhere to industry norms and global best practices to improve information
consistency and facilitate comparability with peer reports.

Managing Director’s review

Financial highlights

Non-financial highlights Business line reviews

Reliability and completeness

An integrated report should include all
material matters, both positive and negative,
in a balanced way and without material error

Stemming from our commitment to provide timely and accurate information, we
have made sure to include both positive and negative impacts and outcomes for FY
2021/22. Our internal and external assurance protocols provide further validation
regarding the efficacy of this information. Our Audit Committee also conducts a
thorough examination of the report, prior to submission to our Board of Directors
for final approval.

About the report

External assurance report
- Financial

External assurance report - Business model

Sustainability and IR

LB Finance PLC Annual Report 2022/23 11

Right Strategy

c
xe
=
s}
=}
S
o
2
=]
£




ABOUT OUR INTEGRATED REPORT 2022/23

INTRODUCING OUR 11TH INTEGRATED ANNUAL REPORT

LB Finance PLC (hereinafter referred to as “LBF” or “Company”)
prepares and publishes its annual report to inform stakeholders about

the Company’s performance and prospects for financial year 2022/23.

For the past 10 years, LBF has published an integrated annual report.
The latest report marks the 11th edition of the Company’s integrated
reporting journey.

EVOLUTION OF LBF INTEGRATED ANNUAL REPORT

This section showcases the evolution of LBF's annual report
journey over the past few years. With each successive annual
report, LBF has taken bold steps to enhance the quality and
transparency of its reporting parameters, so that our trend-
setting reports have now become the hallmark of reporting
ingenuity and serve as an inspiration to other entities both in
Sri Lanka and across the wider Asian region.

2018/19

» Introduction of a dedicated
website containing a
summary of key information
extracted from the published
annual report

2019/20

» Separate booklets
for the Corporate
Governance and Risk

Management reports

The current integrated annual report and all other previous integrated
reports including the most recent past report for the financial year
2021/22 are available for viewing and downloading on our corporate

website. - https:/www.Ibfinance.com 2020/21

» Disclosure of LBF's Anti-bribery

corruption reporting practices.
UNIQUENESS BEHIND THE REPORT

» Voluntary adoption of dual
assurance for IR frameworks as
well as excellence in integrated

» Timely, relevant, and high-quality content to satisfy the reporting practices.
information needs of business-related stakeholders as well as
other relevant stakeholders n

» Dissemination of information through an easily understandable
content structure

» Use of infographics and other Al-based graphics for a simplified
reader experience

2021/22

» Key highlights of the
annual report are available
in video format with
English/Sinhala subtitles.

» Digitally-enabled quick reference tabs using scannable QR codes

» Use of soothing and aesthetically pleasing colour palettes for
graphics

Digital innovation

Embracing digital reporting you can learn more about how LBF has become a market
leader in digital innovation by reading this study, which details the progress we have
achieved as well as the advantages that it has brought to our customers, employees, and
other stakeholders. Due to the fact that our stakeholders interact with information in an
ever-increasingly digital way, the integrated report for 2022/23 has also been created
to provide an improved digital experience and to be simple to use. This is the third year
that we have used this format, and the response that we have received from stakeholders
based on the 2021/22 report has been quite favourable. You, the reader, will be able

to navigate easily among different sections or topics in the report by tapping into the
navigation icons at the top of the page or notifications whenever you stay with your
cursor because the layout is designed to be readable on computer screens and tablets.

|Z| Video
—

EB Read more
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THIS REPORT TELLS OUR SUSTAINABLE
VALUE-CREATION STORY

In striving towards continuous improvement
in our reporting practices, we have embraced
an innovative new approach to articulate
LBF’s sustainable value creation story in

the current report. Based on this approach,
we have aligned our value-creation process
via specific themes that connect with LBF’s
operations. Our aim with this approach is to
provide readers with a sound understanding
of the underlying policies, frameworks, and
models that form the basis of each business
operation.

TARGET AUDIENCE AND BEYOND

This report is intended to fulfill the
information needs of the LBF's key
stakeholders - individuals or groups who
have an interest that is affected or could

be affected by the Company'’s activities.
Accordingly, the report narrative has been
developed to address the information needs
of the key business-related stakeholders as

Cost model

e —

Revenue model ‘

Sharing surplus

Intellectual capital | Financial capital | Manufactured capital

well as other interested parties who may
not necessarily have a direct connection to
the business, such as the media, industry
analysts, students, potential investors, etc.

While the structure of this year’s integrated
report remains largely the same as the
previous years' report, we have made some
changes to simplify our value creation

story by summarising the interconnectivity
between LBF’s purpose, values, and ethical
principles and the material issues of relevant
stakeholders. Across the report, we have
included relevant examples to illustrate
how LBF is delivering stakeholder outcomes
in line with the Company’s core values -
excellence, ethics, transparency, innovation,
professionalism and quality.

OUR INTEGRATED THINKING

Integrated thinking sits at the core of
LBF’s approach to business for we believe
that as a responsible financial institution,
we must focus on the triple bottom line

Human capital | Social and relationship capital

CREATING AND
PRESERVING
VALUE

Segments ) ( Channels

e ——

e ————

(3Ps - people, planet and prosperity) and
ensure we mobilize resources not only

for the Company'’s prosperity but equally
importantly towards safeguarding the
current and future well-being of people and
the planet. LBF continues to reinforce its
commitment to the 3Ps by leveraging its
competitive position to enhance shareholder
returns over time, while at the same time
working to promote socioeconomic and
environmental development for the longer-
term benefit of our Country. To drive our
efforts, we set clear targets under each

of the 3Ps accompanied by a scorecard
that keeps track of our progress on an
ongoing basis. Furthermore, to report on
our progress more holistically, accountably,
and transparently in conformity with
international standards, LBF has engaged
the <IR> framework promulgated by the
International Integrated Reporting Council
(IIRC).

[ended jeinieN
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ABOUT OUR INTEGRATED REPORT 2022/23

TRANSPARENCY | ACCOUNTABILITY | GOVERNANCE | SUSTAINABILITY

Transparency

LB Finance is highly concerned about transparency and strives to improve transparency as the basis of effective
stakeholder engagement. In this regard, the Company obtains independent external assurance for its annual financial
statements (pages 253 to 255). More recently, LBF has sought independent assurance of its ESG indicators to ensure
they are in line with the Global Reporting Initiative (GRI) Standards. In this report, we are also striving to comply fully
with the checklist of transparency issued by Transparency International Sri Lanka (page 424 to 426).

G

Accountability

The LBF Board is committed to clear and comprehensive financial reporting and disclosures to disseminate shareholder
information. LBF’s Board of Directors is accountable to stakeholders for ensuring the affairs of the Company are
managed properly by applicable laws and regulations (page 15).

G

Governance

As per LBF's governance structure, the Board remains the highest governing body of the Company (page 213 to 214). In
this capacity, the Board leads the promotion of good governance practices and provides oversight to ensure the affairs
of the Company are managed in a fair, responsible, and transparent manner. The Board also sets the tone from the top
to promote and enforce good business ethics at all levels of operations.

To support these efforts, the Board has appointed several Board committees (pages 234 to 243). All Board committees
operate under the delegated authority of the LBF Board and in line with Board-approved terms of reference.

(a

LBF’s commitment to good governance was recognised both locally and internationally. At the TAGS Annual Report
Award 2022, LBF secured the Bronze in the corporate governance practices category. And also, at the South Asian
region SAFA Awards, LBF was awarded the Bronze in the same category.

Sustainability

LBF has made a conscious effort to integrate sustainability into its day-to-day operations through its corporate
sustainability strategy which is based on the 17 UN SDGs and their related targets. More information on the progress of
our sustainability initiatives can be found in:

» Chairman’s and MD’s statement (page 52 to 54 and 66 to 69) » Sustainability overview (page 204 to 208)

0

STAKEHOLDERS, MATERIALITY AND STRATEGY

The context of this integrated annual report revolves around the matters that potentially impact our capability to create value for the
stakeholders in the short, medium, and long term. In the process of determining these material issues, LBF’s management considers both
internal and external factors, which consist the Company’s strategic objectives, business model, expectations and concerns of our key
stakeholders and the macroeconomic environment.

g g B ® Q2 £ <&

Challengipg |”f‘|)1"m5|‘ﬁ°” LelgaL Business Business Business Customers Shareholders Employees
economic technology, regulatory, .- . . . I
conditions and and stability simplification Optimization
information compliance
security management %
N>
S O&
-
((' 'l) Business Society/ Regulators
=] partners community
A high- Customer- Innovation and
performing centricity growth

team and business
innovation
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REPORTING FUNDAMENTALS

In compiling this report, we have
considered and/or comply with the
following frameworks, standards, and
guidelines:

Financial reporting

» Sri Lanka Accounting Standards
comprising Sri Lanka Financial Reporting
Standards (SLFRSs)

» Sri Lanka Accounting Standards

(LKASs) promulgated by the Institute of
Chartered Accountants of Sri Lanka

» Companies Act No. 07 of 2007
» Finance Business Act No. 42 of 2011

Corporate governance reporting

» Finance Business Act No.5 of 2021
Corporate Governance

CAD

» Listing Rules of the Colombo Stock
Exchange (CSE)

» The Code of Best Practice on Corporate
Governance 2017 issued by the Institute
of Chartered Accountants of Sri Lanka

» Securities and Exchange Commission
of Sri Lanka Act No. 36 of 1987 (as
amended)

Assurance
» Sri Lanka Auditing Standards (SLAuSs)

» Sri Lanka Standard on Assurance
Engagements (SLSAE) 3000; Assurance
Engagements other than Audits
or Review of Historical Financial
Information, issued by CA Sri Lanka

THE INSTITUTE OF
CHARTERED ACCOLUNTANTS OF SA1 LAMKA

%%cwsus
5 AccountAbility

institute of social and ethical accountability

" | SECURITIES AND EXCHANGE

COMMISSION OF SRI LANKA

Integrated reporting

» International Integrated Reporting
Council’s (IIRC) Integrated Reporting
<IR> Framework

» A Preparer’s Guide to Integrated
Reporting by the Institute of Chartered
Accountants of Sri Lanka

Sustainability reporting
» GRI Universal Standards 2022
» UNGC Principles

» UN Sustainable Development Goals
(SDGs)

» AA1000SES Stakeholder Engagement
Standard

» Transparency checklist issued by
Transparency International Sri Lanka

Vgt
Global £ @S
Rggor.tlng A\ 1!
Initiative = L

WE SUPPORT

INTEGRATED REPORTING <IR>

REPORTING PERIOD

In line with LBF's established procedure of
publishing an annual integrated report, this
current report has been prepared for the
period 01 April 2022 to 31 March 2023

in alignment with the Company’s financial
reporting cycle ending on 31st March 2023.
Any material events after this date and up to
date of Board approval - 31 May 2023 have
also been included.

OPERATING BUSINESSES

The current reporting cycle covers the primary
activities of LBF, including our financing,
investing, and value-added services that
support Sri Lanka's economic growth. The
report also contains a segment on LBF'’s
subsidiary operations.

FINANCIALAND NON-FINANCIAL
REPORTING

Our integrated report extends beyond financial
reporting and includes LBF’s non-financial
performance, along with the opportunities,
risks, and outcomes attributable to or
associated with our key stakeholders who have
a significant influence on our ability to create
value sustainably.

RISK AND ENVIRONMENTAL, SOCIAL
AND GOVERNANCE REPORTING

Throughout this integrated report, we

discuss our governance and risk management
principles, practices, and outcomes. In addition,
specific Board subcommittee reports have
been incorporated where relevant to bring
more context to the integrated nature of our
governance framework.

ONLINE AND WEB DISCLOSURES

To assist in the reduction of the LBF's carbon
footprint, we urge our stakeholders to view our
reporting suite at www.lbfinance.com or scan
the QR code captured herewith to be directed
to the relevant page on our website.

ASSURANCE

LBF has adopted a combined assurance
approach to verify the accuracy and
completeness of the information contained

in this integrated report. The contents
included herein have been first approved by
the respective business heads. All financial
information has been further reviewed by the
Audit Committee before submission to the

Board of Directors for approval. Moreover, we
have sought the assistance of Messrs Ernst
and Young, Chartered Accountants to provide
independent assurance on the LBF group’s
consolidated financial statements as well as

to assess if the non-financial sustainability
indicators are in-line with the GRI Universal
Standards 2022. Their reports have been made
available online.

THE PROCESS OF CREATING AND
PRESERVING VALUE

To execute our strategy, we must apply and
leverage our capital resources in a manner that
maximizes value creation and preservation.
The effects of this application are reflected
in the changes in our capital over time and
our financial performance. These manifest
as outputs for LBF as well as outcomes for
all our stakeholders. Our value generation
and preservation procedures are included
in our Mission (page 9), defined as part of
our business model (pages 26 to 27), and
integrated into the way we think and make
choices across our organisation.

LB Finance PLC Annual Report 2022/23 15
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ABOUT OUR INTEGRATED REPORT 2022/23

Strategy Business model
Refer pages

Refer pages
A 26 to 27

J 90t0 98

Material matters Operating context
and risk themes

Refer pages Refer pages

E@ 79 to 89 E@ 70to 78

LB Finance PLC

I

LB Microfinance Myanmar Company Limited

OUR INTEGRATED ANNUAL REPORT BOUNDARY

OUR FINANCIAL REPORTING BOUNDARY
(defined by control and significant influence)

Multi Finance PLC

Operational

performance
Refer pages

() 990118

Governance

Refer pages
EQJ 210 to 226

I

Employees Customers

Regulators

Business partners

-

Society and communities

Shareholders

Refer pages

(Al 40t0 50

/

TIME HORIZONS

Medium term

FY2024 to FY2025,

in which we expect to
complete the digital
implementations across
all our divisions and begin
to leverage the benefits of
our integrated ecosystem.

Short term

FY2023, in which we
expect to maintain the
momentum gained

in implementing our
digitization and data
strategies, absent

the direct impacts of
economical changes.

Long term

FY2026 and beyond,
future plan and activities
which are going to be
achieved in foreseeable
future.

FEEDBACK, FURTHER INFORMATION,
AND SUGGESTIONS

We appreciate the comments and
suggestions received regarding our
previous annual reports and have made
every effort to improve our 2022/23
report by incorporating your valuable
suggestions.

We welcome your comments and
suggestions on this current report as well
and request that you use the attached
feedback form or raise your concerns
directly to:

Chief Financial Officer/
Senior Manager - Integrated Reporting
and Sustainability,

LB Finance PLC,

Corporate Office,

No. 20, Dharmapala Mawatha,
Colombo 03.

Tel: 011 2155 504

Fax: 011 2575 096

BOARD RESPONSIBILITY STATEMENT

The LB Finance PLC Board has applied

its collective knowledge and expertise

to ensure the integrity of the 2022/23
Integrated Report as well as any
supplementary information referenced
therein. The Board has considered the
completeness of the material aspects
addressed in the report, and the reliability
of financial and non-financial information
presented based on the combined
assurance process outlined above. On
this basis, the Board is satisfied that the
2022/23 Integrated Report provides a
fair and accurate representation of the
performance of the LBF Group for the year
under review. Further, the Board is of the
view that the report confirms the guidelines
set out under the International Integrated
Reporting <IR> Framework. The 2022/23
Integrated Report was approved by the
Board and signed on its behalf by:

o

GARD Prasanna
Chairman

&:jlb

J A'S Sumith Adhihetty
Managing Director
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ENTITY ANALYSIS

Strong brand Customer centricity

Over 50 years of Impeccable Track Record

» Responsible, proactive and customer-
focused financial service provider

» Investment in Branding

Elaboration : Intellectual Capital

Strong Brand Image among Local Brands

» Reliable, accountability and transparent
operations over the years

» Continue engagement in community
services to bolster brand equity through
CSR activities

» Contribute in financial inclusion through
product innovation and channel
developments

» Strong market presence island wide

Elaboration : Intellectual Capital

EGJ MD’s Statement pages 66 to 69

Corporate governance and compliance

Strict adherence to regulations

» We strive to make it our top priority to
abide by the law of the land.

Elaboration : Corporate governance

E@ Governance pages 210 to 226

Collaborative and proactive approach
towards reform and regulatory initiatives

» We will continue to collaborate with
regulators, peers and other industry
participants and adopt best practices.

Elaboration : Corporate governance

E@ Governance pages 210 to 226

Superior Service Quality and Need Based
Product Portfolio

» Service of smaller ticket arenas through
new loan and deposit products

» Continue to innovate in products and
services to ensure continued granular
penetration

» Training, motivation and business
facilitation services are also provided to
expand the horizon

Elaboration : Product & Services

Social & Relationship Capital
EQJ pages 170 to 191

MD'’s Statement pages 66 to 69

Competent workforce

Adept and empowered human
capital

» Continue to invest in human resource
practices as well as offer competitive
packages to retain talents

Elaboration : Human capital

Eg] Human capital pages 148 to 159

Extensive training and development

» Continue to provide in-house training
and development programs for skill and
professional growth

Elaboration : Human Capital

EQ Human capital pages 148 to 159

Strong financial performance e and
position

Solid capital base

» Continue to maximize shareholder’s return
through optimized allocation of capital and
building on the capital base

Elaboration : Financial Capital

EQJ Financial Capital pages 122 to 139

Business Digitalization

» Automation including digital based
financing, credit risk grading based loan
assessment and customization of online
service portal and the digital wallet.

» Continue focus on leaner organizational
hierarchy and improved efficacy

Elaboration : Product & Services

EQ] MD's Statement pages 66 to 69

Ethics and Transparency

» Comprehensive code of ethics and values
are in the company policy.

» Continue training programs on new
recruits on code of ethics and values

Elaboration : Corporate governance

Eﬂ_] Governance pages 210 to 226

Capitalize on business infrastructure

State of the art core banking software

» Continue to upgrade and improve core
financial system with time

Elaboration : Manufactured Capital

E@ Manufactured Capital pages 140 to 147

Strategically placed branches

» Expansion of branch network and convert
Gold loan centres to branches, strategically
placed for higher customer convenience.

Elaboration : Branch Network

E@ MD’s Statement pages 66 to 69
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FINANCIAL HIGHLIGHTS

Indicator | Company | Group |
| 2022/23| 2021/22| Change(%)|  2022/23|  2021/22| Change (%)|

Operating Results
Income Rs. Million 42,756.46 30,159.48 41.77 43,133.44 30,157.40 43.03
Interest Income Rs. Million 39,643.93 27,510.53 4410 39,973.56 27,506.11 45.33
Net Interest Income Rs. Million 19,028.35 18,663.92 1.95 19,309.60 18,643.41 3.57
Profit before Taxation (PBT) Rs. Million 11,746.55 11,910.46 (1.38) 11,843.06 11,720.95 1.04
Profit after Taxation (PAT) Rs. Million 8,460.33 8,661.86 (2.33) 8,552.89 8,476.03 0.91
Financial Position
Total Assets Rs. Million 182,346.59  164,365.01 10.94  183,018.07 165,078.28 10.87
Lending Portfolio Rs. Million 145,189.17  134,395.60 8.03  146,371.60 135,537.40 7.99
Due to Depositors Rs. Million 114,011.70 89,143.98 2790  114,248.25 89,478.51 27.68
Borrowings Rs. Million 23,251.81 35,423.35 (34.36) 23,274.56 35,426.56 (34.30)
Shareholders' Equity Rs. Million 38,115.74 33,047.09 15.34 38,324.10 33,231.42 15.32
Investor Information
Market Price per Share Rs. 55.00 58.00 (5.17) N/A N/A -
Market Capitalisation Rs. Million 30,473.14 32,135.31 (5.17) N/A N/A -
Net Asset Value per Share Rs. 68.79 59.65 15.34 69.17 59.98 15.32
Earning per Share (EPS) Basic Rs. 15.27 15.63 (2.33) 15.44 15.40 0.28
Earning per Share (EPS) Diluted Rs. 15.27 15.63 (2.33) 15.44 15.40 0.28
Dividend per Share (DPS) Rs. 5.00 5.00 0.00 N/A N/A -
Dividend Yield % 9.09 8.62 5.44 N/A N/A -
Dividend Payout Ratio % 32.74 31.98 2.37 N/A N/A =
Statutory Ratios
Core Capital to Risk Weighted Assets

Ratio (Tier I) (Minimum 10%) % 30.50 25.95 17.53 30.67 26.10 17.51
Total Risk Weighted Capital Ratio

(Tier | & 1) (Minimum 14%) % 31.13 26.90 15.72 31.29 27.04 15.72
Equity to Deposits (Minimum 10%) % 33.43 37.07 (9.82) 33.54 37.14 (9.68)
Liquidity Ratio % 19.31 17.60 9.70 19.41 17.68 9.79
Other Ratios
Return on Assets (ROA) % 4.88 5.68 (14.10) 491 5.12 (4.10)
Return on Equity (ROE) % 23.78 28.29 (15.94) 23.84 27.42 (13.06)
Net Interest Margin (NIM) % 11.86 13.28 (10.71) 11.94 13.17 (9.34)
Cost to Income % 3242 29.28 10.73 33.07 29.70 11.32
Loan to Deposits Times 1.27 1.51 (15.53) 1.28 1.51 (15.42)
Gross Non-Performing

Loans Ratio (Gross NPL) % 4.45 444 (0.32) 4.61 4.64 0.65
Net Non-Performing

Loans Ratio (Net NPL) % (0.65) (0.80) 18.75 (0.64) (0.72) 11.11
Provision Coverage Ratio % 114.40 117.94 3.00 109.35 111.57 1.99
Total Impairment as a Percentage of

Gross Loans & Advances % 5.13 5.27 2,61 5.08 522 2.54
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NON-FINANCIAL HIGHLIGHTS

Macro dimension | Indicator | Measurement | 2018/19 | 2019/20 | 2020/21 |

Economic value created Rs. Million 3,716.34 4,330.14 6,148.39

Economic value distributed to:

X . Depositors and Lenders Rs. Million 12,361.66 13,218.85 11,125.01
Economic wellbeing
Employees Rs. Million 2,682.61 2,986.63 2,955.81
Government Rs. Million 4,508.35 5,014.32 4,651.00
Shareholders Rs. Million 1,662.17 - 1,662.17
. . Community development programmes Number 28 12 22
Social wellbeing
Staff volunteered hours Hours 14,195 20,131 5,764
Environment related projects Number 6 5 15
Water consumption m3 43,007.00 39,793.00 31,013.00
Water consumption per Rs. million of profit m3 8.51 7.67 456
Trees planted/ distributed Number 20,149 34,853 6,180
Trees saved from recycling Number 92 94 68
Environment and o -
Investment on green initiatives Rs. Million 16.49 9.54 1.01
landscape
Paper recycled Kg 5,432 5,501 3,986
Energy consumption GJ 20,020.70 20,538.00 15,418.08
Energy per Rs. million of profit GJ 3.96 3.96 2.27
Total carbon footprint tCO,e 3,997 4,484 3,110
Total carbon footprint per Rs. million of profit tCOe 0.09 0.11 0.10
Total branches/ Total outlets Number 163 165 169
Business CDM machines Number 23 23 24
sophistication Branches outside Western province Number 83 84 88
New outlets opened Number 4 2 4
Infrastructure and Investment on ICT Rs. Million 150.52 115.65 46.40
quality of services Investment on freehold land and building Rs. Million 1,894.80 23013 481.96
Total workforce Number 3,618 3,606 3,536
Employees hired Number 1,407 1,291 999
Training programs carried out Number 195 137 19
Employee wellbeing Investment on training and development Rs. Million 10.95 18.56 401
Total training hours Hours 38,832 52,788 7,737
Average hours of training per employee Hours 10.73 14.73 2.17
Staff remuneration and benefits Rs. Million 2,693.56 3,005.18 2,959.82
Brand value (Brand Finance) Rs. Million 5,021.00 5,133.00 6,237.00
Reputation Brand ranking (Brand Finance) Number 30 29 25
Credit rating (Fitch Rating) Rating A- (Ika) A- (Ika) A- (Ika)
Total customer base Number Over 600,000 Over 600,000 Over 600,000
Customers
Customer financial solutions Number 29 30 31

@ High @ Medium @ Low
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2021/22 | 2022/23 | Our priority | Capital | GRI
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Branches
relocated

Saved 827

trees

Rs. 24.09 Mn

Invested in CSR

Fitch ratings

reaffirmed

11

New branches

Carbon Conscious

Company for 7th consecutive year

A- (Ika) {RWN)

+180,000 CIM app

downloaded
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DIGITAL-LED BUSINESS

simple UI/UX and trilingual functionality to cater to all communities in Sri Lanka.

LB CIM Wallet application launched in 2020 reflects our commitment to promote products with a low
environmental footprint. Being a cashless solution, LB CIM presents a fully digital customer experience requiring
no use of paper and no commuting. Cost control goes hand in hand with efforts to develop LBF's manufactured
capital. In this regard, we regularly review our cost structures to determine the optimal ratio of owned and
leased properties to support our branch network. At the same time, we have established cost-saving targets for
our branches and maintain a strong focus on continuous improvement to optimise economies of scale in all our
channel management activities. The progress made in achieving these plans are monitored on a regular basis. LB
CIM wallet is a multi-faceted digital banking solution offered in the form of a smartphone app, built with ultra-

CIM Wallet CIM App CIM Wallet Merchant
Transactions No. downloads No. Registrations No.
2,500,000 80,000 5,000
2,000,000 60,000 4,000
1,500,000+ 3,000
40,000
1,000,000+ 2,000
500,000f 20,000 1,000
0] 0
20 21 22 23 20 21 22 '23 20 21 22 23
LB CIM app has two distinct
products; CIM Customer App and
CIM Business App, each tailored
to meet the specific needs of the
customers as well as the merchants.

250,000
200,000
150,000
100,000

50,000

0

Bill Payment
Transactions No.

20 21 22 '23




Evaluating and assessing a range of possibilities to execute

THE RIGH
AT THERI

We rely on foresight, strong analytical skills, and the perfectly formulated,
timely execution of strategy in order to achieve success.




STRATEGIC JOURNEY

EVOLUTION OF THE BIG WAVE SURFBOARD (From 1970)

Vee Bottom
1970

1970

1971 - 1981

Established as a private Company
on 30th May 1971 with its
registered office at No. 101,
Vinayalankara Mawatha, Colombo
10. Majority shareholding of
94.9% was held by Lewis Brown
& Company Limited

1982 - 2001

Changed its status as a public
Company

Vanik Incorporation Limited’s
shareholding increased to 83.26%

Listed on the Colombo Stock
Exchange

First gold loan centre opened in
Maradana

Moved Head Office to Prof.
Stanley Wijesundera Mawatha,
Colombo 7

Introduced lottery based deposit
scheme “Siya Savi”

Slide Slipper

. Twin Fin 0 Bonzer
1971 1973
l2002-2011

Mr. K D D Perera took over a stake of
58.74% to turn around the loss-making
Company into a profitable venture

Registered in terms of Section 2 of the
Finance Companies Act No. 78 of 1988.

The Company re-registered under the new
Companies Act No. 07 of 2007

Developed a new website with online
payment and vehicle trade-in facility

Profits doubled and reached over
Rs. 1 billion for the first time in the history

Became a part of Vallibel One PLC umbrella
which is a diversified Company

Upgraded the ratings from BBB+/P2 to A-/
P2 by RAM Ratings (Lanka) Limited

Company has emerged as the second largest
Licensed Finance Company (LFC) in Sri Lanka
introducing Global Reporting Initiative (GRI)
to the Annual Report
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Wing Pintail Stinger
; 1975 : 1977

Moved to our new corporate office located
at Dharmapala Mawatha, Colombo 03

2012 - 2015

Largest expansion drive within the industry
with 20 new outlets

Recorded the largest deposit base among
the NBFI sector

Global Banking and Finance Review UK
awarded us as the ‘Best Retail Finance in
Sri Lanka for 2013’

Opened first premier branch i