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CAPITAL REPORTS
NATURAL CAPITAL 
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5 	
RELATIONSHIP BETWEEN CAPITALS

5.1	 Trade-off between capitals

Financial 
Capital

Human 
Capital

Intellectual 
Capital

Manufactured 
Capital

Social & 
Relationship 

Capital

Natural 
Capital

S M L S M L S M L S M L S M L S M L

Green office practices

Green financing

S – Short term M – Medium term L – Long term   Increase   Decrease   Neutral

5.2	 Reaping benefits of investing in natural capital

Improve process 
efficiencies 

and enhance 
resource 

utilization to 
reduce the 

emission levels 

Employees 
voluntary engage 
for the green CSR 

activities

Invest in training 
to expand on our 

organisational 
knowledge 

enhance for 
emission 

management

Encourage green 
financing and 
green lending 

Using green 
concepts and using 

day lights to the 
branches

Manual paper 
works and physical 
meetings replace 

through IT systems

Purchase low 
emission tools and 

equipments

Arranging community 
based tree planting 

programmes in public 
and private places

Reduction of carbon foot print 
through emission management 

Empowering and expanding green 
initiatives 

Increase Decrease

FCMCFCHCFCIC

FCIC

FCFC

FCHC FCFC FCSC

SWOT ANALYSIS

STRENGTHS WEAKNESSES OPPORTUNITIES THREATS
»	 Well established EMS 

to promote sustainable 
waste and energy 
management

»	 High dependency on 
non-renewable sources 
for the Company’s 
energy requirements

»	 Moving towards a low 
carbon operations by 
embedding emission 
reducing initiatives into 
operational plans

»	 Stiff competitive pressure 
for green financing 

S W O T
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CAPITAL REPORTS
NATURAL CAPITAL 

SHORT TERM LONG TERMMEDIUM TERM

STRATEGIC OBJECTIVE

GROWTH SUSTAINABLE OPPORTUNITY
Increased focus on organisation-wide carbon management

VISION
Organisation-wide resource optimization

6 	
BUILDING FUTURE FOR THE NATURAL CAPITAL

»	 Invest in alternative energy such 
as solar power to meet at least 
80% of LBF’s energy requirements

»	 Implement solutions to enhance 
the digital user experience for 
employees

»	 Using low CO2 emitting 
equipments and materials

»	 Supporting the low carbon 
economy by promoting the use of 
electric or hybrid vehicles

»	 Reduce carbon emissions through 
green building design

»	 Improve environmental tracking 
and reporting

SURVEY INSIGHTS

Study conducted by: 
The Department of Marketing Management
University of Sri Jayewardenepura

HOW DO CUSTOMERS BECOME AWARE OF LB FINANCE %

0 10 20 30 40 50 60
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CORPORATE GOVERNANCE

CORPORATE GOVERNANCE CHAIRMAN’S STATEMENT
I declare that all the members of the Board of Directors and all Company employees have acted in compliance  
with the applicable statutory, legal, internal and  regulatory requirements and, towards this end, have 
discharged their duties in accordance with the policies, procedures and standards covered by LB Finance PLC’s 
internal Code of Conduct.

G A R D Prasanna
Chairman

Dear Stakeholders,

As Chairman, I wish to place on record that 
my fellow Directors and I fully appreciate 
the importance of effective corporate 
governance which is key our committment 
in safeguarding stakeholder interests 
primarily towards depositors interest as 
a tenet; and which is critical to proper 
functioning and business continuity in this 
challenging turbulent environment. The 
Board further reiterates its commitment 
to the principles of fairness, accountability, 
integrity, and transparency by ensuring 
values and behaviours are consistent 
in conducting business at the highest 
professional standards, integrity and ethics. 

COMPLIANCE WITH BEST 
PRACTICES 

In our quest towards effective corporate 
governance and in ensuring compliance, 
we continually review and update Group-
wide governance processes to align with 
regulatory frameworks and best practices 
applicable to our core business as a 
financial service provider.

In the year under review the Board 
prioritised the early adoption of the best 
practices outlined in the Finance Business 
Act Direction No.5 of 2021 on Corporate 
Governance through the consultative 
process initiated by the Central Bank of  
Sri Lanka for the NBFIs. The Directive will 
come into effect from 01st July 2022, which 
includes several transitional provisions 
where implementation deadlines allowing 
NBFI’s sufficient time until 01st July 2024 to 
fully comply with. Moving ahead swiftly, we 
proceeded to comply with the majority of 
the requirements even before March 2022. 
Accordingly, we reviewed and amended 
the Terms of Reference of the Board 

Integrated Risk Management Committee to 
significantly enhance their scope of work 
and oversight responsibilities

As part of our ongoing efforts to promote 
good governance at all levels of the 
business, we conducted a detailed review 
of the Group’s internal policies, with a 
number of new policies implemented 
and several existing policies being 
updated to capture the best practices. 
The Whistleblowing and Corporate 
Communication Policies were reviewed 
and the latest revisions were translated 
in all three languages and uploaded to 
the Group intranet, and salient provisions 
of many important policies have been 
communicated to staff through continous 
training programmes. 

In yet another notable development, the 
Board made good progress in establishing 
a new anti-bribery protocol, which 
was incorporated as part of the Code 
of Conduct for employees. The newly 
developed anti-bribery policy will be a 
key lever in driving the anti-fraud culture 
across the Company. Towards this end 
the Board intends to introduce routine 
training schedule to cover all employees. 
As part of this same effort, we launched 
a focused initiative to develop the “Anti-
Fraud Culture” within the organization, 
where we implemented the fraud risk self-
assessment process for all departments. 
This process requires functional heads to 
document the perceived fraud risk in their 
respective functions. As the next step in 
this process, we expect to study the results 
of these self-assessment forms in order 
to understand risk areas and put in place 
necessary procedural controls along with 
appropriate monitoring and reporting for 
fraud risk.

LB Finance has invested in enhancing the 
intellectual capabilities in the areas such as 
Cyber security and usage of IoT, through 
the engagement of the latest technologies 
and domain experts (at both management 
and board level) to ensure a sustainable 
level of assurance over confidentiality, 
integrity, and availability of computing 
resources. Further, LB Finance is on a 
clear road map for standardizing its cyber 
security practices by aligning with the new 
Finance Business Act Direction No. 01 of 
2022 on Technology Risk Management and 
Resilience.

The Board also began working on a new 
mechanism for evaluating the performance 
of Board Committees, based on an 
annual self-evaluation presented by the 
Committee Chair documenting the work of 
the Committee throughout the past year. 
Having made good progress in working out 
the mechanics of this process, we expect to 
roll it out over the next financial year. 

In conclusion I declare that the Board 
is satisfied that it has fulfilled its 
responsibilities as set out in the Board 
charter, and that the Board and Board 
committees have discharged their fiduciary 
duties, acted in good faith, with diligence 
and care, and in the best interests of the  
LB Finance Group and all its stakeholders.

G A R D Prasanna
Chairman

18 May 2022
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1 	
CORPORATE GOVERNANCE 
PHILOSOPHY

Strong Corporate Governance has always 
been the bedrock of LBF’s success.  
L B Finance PLC’s Corporate Governance 
framework serves as the foundation to 
conduct the Company’s affairs in such 
a way that meets the expectations of its 
stakeholders. The LBF Board leads the 
Company towards the achievement of its 
strategic objectives and the delivery of 
positive outcome to stakeholders. 

LBF’s corporate governance philosophy 
stems from our belief that corporate 
governance is an integral element in 
improving efficiency and growth as well 
as enhancing investor confidence. The 
corporate governance philosophy is 
scripted as:

“As a good corporate citizen, the Company 
is committed to sound corporate practices 
based on conscience, openness, fairness, 
professionalism and accountability 
in building confidence of its various 
stakeholders in it thereby paving the way 
for its long-term success.”

Our governance philosophy is based on 
providing a control framework for the 
Board and its Committees to execute their 
fiduciary responsibilities to all stakeholders 
by ensuring transparency, accountability, 
fairness and independence in their decision 
making. However, we believe Corporate 
Governance is not just limited to creating 
checks and balances; it is more about 
creating organizational excellence leading 
to increasing employee and customer 
satisfaction and shareholder value without 
compromising on our ethics and values.

The Company believes in sustainable 
corporate growth that emanates from 
the top leadership down through the 
organisation to the various stakeholders 
which is reflected in its sound financial 
system, enhanced market reputation and 
improved efficiency.

We believe that our Company shall go 
beyond adherence to the regulatory 
framework. Our corporate structure, 
business, operations and disclosure 
practices have been strictly aligned to 
our corporate governance philosophy. 

Transparency, accountability, fairness and 
intensive communication with stakeholders 
are integral to our functioning.

We believe in system-driven performance 
and performance-oriented systems. We 
accord highest priority to these systems 
and protect the interests of all our 
shareholders, particularly the minority 
shareholders.

We have tried to blend growth and 
efficiency with governance and ethics. 
Our Board of Directors, guided by the 
mission statement, formulate strategies 
and policies having focus on optimizing 
value for various stakeholders including 
customers, shareholders and society at 
large.

The Board leads the Company with the 
integrity and competence in a manner 
that is responsible, accountable, fair and 
transparent, show as to ensure leadership 
that results in the achievement of the 
Company’s strategic objectives, positive 
outcomes, overtime and value creation to 
the stakeholders.

IR 1.2.3 1.2.5 1.2.8 2.1.1

OUR CORPORATE GOVERNANCE OVERVIEW

Material drivers

1.	 Corporate governance philosophy 12.	 Differentiating the role of the chairman and the Managing Director

2.	 Value creation through corporate governance 13.	 Responsibilities of the Chairman

3.	 Core principles in lbf corporate governance 14.	 Responsibilities of the Managing Director

4.	 Corporate governance framework and structure 15.	 Responsibility of Individual Directors

5.	 Regulatory and internal benchmarks 16.	 Role of the company Secretary

6.	 Our board 17.	 Appointment/retirement/Re-election of Directors

7.	 Board meetings 18.	 Induction of and training for Directors

8.	 Evaluating board effectiveness 19.	 Evaluating the performance of the Managing Director/CEO

9.	 Board committees 20.	 Commitment to Shareholders

10.	 Management committees 21.	 Communication with Shareholders

11.	 Board accountability 22.	 Future outlook

English
version

Sinhala
version

Tamil
version

01 02 03
PLAY LIST PLAY LIST PLAY LIST

Visit our 
youtube 
playlist



L B Finance PLC  Annual Report 2021/22226

CORPORATE GOVERNANCE

Vis
ion	          Mission

Input Governance Pillars Core principals of Corporate 
Governance Strategy

FINANCIAL CAPITAL
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MANUFACTURED CAPITAL

HUMAN CAPITAL

INTELLECTUAL CAPITAL

SOCIAL CAPITAL

NATURAL CAPITAL

2 	
VALUE CREATION THROUGH CORPORATE GOVERNANCE

»	 Philosophies

»	 All regulations

»	 Governance structure

»	 Anti-Money 
Laundering measures

»	 Charters/terms of 
reference

»	 Business Continuity 
Plan

»	 Company policies and 
procedures

FCFC

FCIC

FCMC

FCSC

FCHC

FCNC

Continuous 
improvement

Independence

Stewardship

Strategic 
oversight

Ethical culture

Corporate 
Governance

Risk-oversight

O
bjectives	 Stra

teg
y

Value creation 
objectives

Ensuring long-term 
growth and sustainability

Catering to evolving
customer needs

Developing an engaged, 
agile and innovative talent pool

Technology Risk Credit RiskEnvironmental and 
Social Risk

Legal Risk

Market Risk

Reputation Risk Liquidity Risk Operational Risk

Accountability
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»	 Top Return on Asset 
(ROA) performance  
of the industry

»	 Relatively controlled NPL

»	 Efficiency drives reducing 
TAT of small scale loan 
processing and overall 
disbursement

»	 Optimized Spread and 
Well managed liquidity 
risk

Ensuring engaged and  
informed shareholders

3 	
CORE PRINCIPLES IN LBF CORPORATE GOVERNANCE

LBF believes that strong and effective corporate governance helps to cultivate a culture of 
integrity, leading to positive performance and a sustainable business. The Group’s approach 
to good governance is based on the following principles;

Ethical culture

Trust, integrity and good governance are hallmarks of the Board’s 
governance approach. By setting the tone from above, the Board 
champions the values of trust, integrity and good governance that are well 
entrenched in the culture of LBF, and reinforces the ethical principles on 
which LBF’s reputation and success are founded. To maximise shareholder 
value on a sustainable basis, these values must extend into every segment 
of LBF operations and business activities.

Stewardship

The members of the Board are the stewards of LBF, exercising independent 
judgment in overseeing management and safeguarding the interests of 
shareholders. In fulfilling its stewardship role, the Board seeks to instill 
and foster a corporate environment founded on integrity and to provide 
Management with sound guidance in pursuit of long-term shareholder 
value.

Strategic 
oversight

The members of the Board are the key advisors to Management, advising 
on strategic direction, objectives and action plans, taking into account both 
the opportunities and LBF’s risk appetite. In carrying out this oversight role, 
the Board actively engages in setting the long term strategic goals for the 
organisation, reviews and approves business strategies, corporate financial 
objectives and financial and capital plans that are consistent with the 
strategic goals, and monitors LBF’s performance in executing strategies and 
meeting objectives.

Risk-oversight

The Board oversees the framework, policies and systems to identify 
and manage risks to the businesses and seeks to embed a strong risk 
management culture throughout LBF. The Board actively monitors the 
organisation’s risk profile relative to risk appetite and seeks to ensure that 
Management’s plans and activities provide an appropriate balance of return 
for the risks assumed and are prudently focused on generating shareholder 
value.

Independence

Independence from Management is fundamental to the Board’s effective 
oversight and mechanisms are in place to ensure its independence. All 
direct and indirect material relationships with LBF are considered in 
determining whether a member of the Board is independent.

Accountability

Transparency is a key component of good governance. The Board is 
committed to clear and comprehensive financial reporting and disclosure, 
and constructive shareholder engagement. The Board has carefully defined 
the expectations and scope of duties of the Board, its committees and 
Management.

Continuous 
improvement

The Board is committed to continuous improvement of its corporate 
governance principles, policies and practices, which are designed to align 
the interests of the Board and Management with those of shareholders, 
to support the stewardship role of the Board and to enhance the Board’s 
ability to safeguard the interests of shareholders through independent 
supervision of Management. To ensure policies and practices meet or 
exceed evolving best practices and regulatory expectations, LBF’s corporate 
governance system is subject to ongoing review by the Board.

2 	
VALUE CREATION THROUGH CORPORATE GOVERNANCE

Compliance Risk

Strategic Risk

IR 1.2.1 1.2.10 3.2 3.6
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CORPORATE GOVERNANCE

4 	
CORPORATE GOVERNANCE FRAMEWORK AND STRUCTURE

LBF’s commitment to governance is brought to life through a strong governance framework along with a clear oversight structure that 
collectively supports the Group’s strategy and decision making processes to ensure business continuity and drive growth in order to achieve 
stakeholder value creation goals.

Risk

Compliance

Internal Audit

Board Integrated Risk 
Management Committee (BIRMC)

Assets and Liability Committee 
(ALCO)

Board Audit 
Committee (BAC)

Credit 
Committee

Related Party Transactions 
Review Committee (RPTRC)

IT Steering Committee 
(ITSC)

Nomination 
Committee

Sustainability 
Committee

Human Resource 
& Remuneration 

Committee

Business Continuity 
Management Committee

Assurance – External Auditors

Assurance – Internal Auditors

GOVERNANCE STRUCTURE

ORGANIZATION

Shareholders

Board of Directors

Executive Management

Management Committees

5 	
REGULATORY AND INTERNAL BENCHMARKS

Regulatory benchmarks on  
corporate governance

Internal benchmarks on  
corporate governance

Assurance Processes

»	 Companies Act No. 07 of 2007

»	 Finance Business Act No. 42 of 2011 and all Directions/Guidelines 
issued by the Monetary Board of the Central Bank of Sri Lanka including 
Corporate Governance Direction No. 03 of 2008 (as amended)

»	 Listing Rules of the Colombo Stock Exchange (CSE)

»	 The Code of Best Practice on Corporate Governance as published by the 
Institute of Chartered Accountants of Sri Lanka (voluntary)

»	 Securities and Exchange Commission of Sri Lanka Act No. 36 of 1987 and 
amendments thereto including new Act no 19 of 2021.

»	 Listing Rules of the Colombo Stock Exchange (CSE)

»	 Inland Revenue Act No. 24 of 2017 and other statutes including Shop and 
Office Employees Act No. 19 of 1954 and amendments thereto

»	 Sri Lanka Accounting and Auditing Standards Act No. 15 of 1995 and  
Sri Lanka Financial Reporting Standards.

»	 AML and CFT legislations and relevant rules and regulations issued by the FIU 
including Customer Due Diligence rule 01 of 2016 and Financial Transactions 
Reporting Act No. 6 of 2006

»	 Articles of Association of 
the Company

»	 Charters/Terms of 
Reference of Board,  
Subcommittees 
and Management 
Committees

»	 Organisational structure

»	 Code of Ethics and 
Conduct for all 
employees

»	 All Board-approved 
Policies and procedures 
on operational areas

»	 Anti corruption and 
bribery policy

»	 Internal Audit 
programme 

»	 Internal Compliance 
and risk management 
framework

»	 ISO 27001: 2013 
Information Security 
Standard Surveillance 
Audit 

»	 ISACA (ITAF) audit 
framework

»	 External Audit 
(Financial)

»	 External Assurance 
on Sustainability 
indicators
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6 	
OUR BOARD

LB Finance PLC’s Board of Directors is 
ultimately responsible for the Group in its 
entirety. As the apex governing body of 
the organization, the Board instructs and 
oversees the management and control 
structures that direct all functions within 
the Group. The Board is further charged 
with ongoing review and continuous 
improvement of the governance frame-
work in line with best practices for good 
corporate governance.

6.1	 Board composition

The composition of the Group Board is 
governed by the Articles of Association 
and the Listing rules of the Colombo 
Stock Exchange. The current LBF Board 
comprises a healthy mix of Executive 
Directors and Non-Executive Directors.  
Independent Non-Executive Directors 
bring an outside perspective to exercise 

Board Competencies

»	Knowledge

»	Skill

»	 Abilities

»	Contacts

Board Structures

»	 Policies

»	 Process

»	Procedures

»	Committees

Board Behaviors

»	 Personalities

»	 Values

»	Norms

»	Board-Management 
Relations

BOARD OF DIRECTORS

Work With and Through MD

ORGANIZATIONAL PERFORMANCE

Strategy

Effective 
Governance

CEO Selection, 
Monitoring & 

Evaluation

Decision Making

Monitoring

Stakeholder 
Communication

Risk Management

Networking

Compliance

Policy Framework

AGE ANALYSIS

1

2

6

2

25-35 years
36-45 years
46-55 years
55+ year

TENURE OF THE
NON-EXECUTIVE

DIRECTORS
1

2

3

Less than 3 years
3 to 5 years
6 to 9 years

BOARD COMPOSITION

Executive Directors

Non- Executive Directors

Independent Directors

Non-Independent Directors

5 3
6 8

DIVERSITY OF EXPERTISE
60%
60%

70%
70%

80%
50%

80%
80%

60%

Business leadership 
 and development
Strategy and sustainability
Financial services 
 experience
Financial audit

Risk management
People and remuneration
Technology and digital
Corporate governance
Legal and compliance
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independent judgment on Board matters.   
A strong mix of skills, experience and 
diversity among Directors helps to maintain 
a good understanding of the business 
and operating environment; challenge 
management decisions and facilitate 
strategic debate. The composition of 
the LBF Board is subject to change from 
time to time owing to new appointments, 
retirements, resignations, and the re-
election of Directors.

6.2	 Conflict of interest

Directors are expected to exercise utmost 
good faith, honesty and integrity in all their 
dealings with or on behalf of the Group. 
They are required to act in the Group’s best 
interests by disclosing real or perceived 
conflicts to the Board. 

All LBF Directors are required to furnish 
a formal annual declaration to Related 
Party Transactions Committee indicating 
their interests in other entities and 
the Directorships they hold in these 
organisations.

The Directors to abstain from voting on 
any Board Resolution when the Director 
or any of his/her relatives or concern, in 
which he/she has a substantial interest, is 
interested. The Director’s concern shall not 
participate in any discussion on a related 
party transaction with which he/she or any 
of his/her immediate family members are 
associated and is required to provide all 
material information concerning the related 
party transactions to the RPT Committee 
and the Board.

6.3	 Role of the Board

As the main governing body within the 
Group, the LBF Board sets the Group’s 
vision, mission, values and strategy to 
reflect stakeholder expectations. The 
Board is further responsible for ensuring 
that LBF’s strategy is implemented in line 
with the overall vision of the Group. In this 
regard, the Board provides entrepreneurial 
leadership for the execution of the Group 
strategy and exercises independent 
judgment in overseeing the management 
and performance of businesses. The Board 
is assisted in these tasks by five Board 
Committees and several Management 
committees appointed to oversee various 
key aspects of the business.

COLLECTIVE RESPONSIBILITIES OF THE LBF BOARD

Board oversight for the management of the Company Key Highlights  for 2021/22

Strategic 
Oversight

»	 Developing short term targets and medium 
to long objectives to support the Company’s 
growth trajectory

»	 Preserve LBF’s brand reputation and credibility 
in the industry by ensuring that the Company 
operates in accordance with policies approved 
by the Board

»	 Updating the Company’s governance structure 
to reflect changes in LBF’s strategy

»	 Ensuring capital investment decisions are in line 
with the Company’s strategy

»	 Ensuring the Company’s funding strategy takes 
cognisance of regulatory capital adequacy and 
liquidity requirements 

»	 Increasing the scalability of the Company’s IT 
strategy to stay ahead of peers

»	 Board approved the Strategic Plan - 2021/22 to 2023/24

»	 Quarterly review of strategic plan was performed

More details on page 92 (Strategy and Resource allocation 
section)

Financial control »	 Ensuring that the Company operates in such a 
way as to preserve its financial integrity and in 
accordance with policies approved by the Board

»	 Ensuring the quality and integrity of the 
accounting and financial reporting systems, 
disclosure and procedures and internal controls; 

»	 Ensuring appropriate mechanisms are in place 
to provide independent assurance to verify the 
integrity of the Company’s financial statements

»	 Financial reporting 

»	 Reviewed the Interim Financial Statements for the year ended 
31st March 2022

»	 Impairment manual was amended and approved by the 
Board to cater the requirements of Direction No. 1 of 2020 on 
classification and of measurement of credit facilities

»	 Finance Manual was reviewed by the Board

»	 Credit Approval Manual and Leasing Operations Manual were 
reviewed by the Board

More details on page 312 (Notes to the financial statements)

CORPORATE GOVERNANCE
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Board oversight for the management of the Company Key Highlights  for 2021/22

Compliance 
Oversight

»	 Ensuring appropriate controls are in place 
to comply with all applicable Statutory, Legal, 
Regulatory and Internal requirements. 

»	 Reviewing the compliance reporting obligations to 
Regulators and other Statutory bodies.  

»	 Monitoring and reporting on related party 
transactions

»	 Implement best practices to achieve compliance 
leadership in all areas of the business

»	 Overall monitoring of internal policy reviews including 
whistleblowing and Corporate Communication and 
communicating to LBF Staff in all three languages and uploading 
to the group intranet.

»	 Non-Executive, Executive Directors and some members 
of staff participated on a Web Conference on Key Aspects 
of AML/CFT Obligations for Board of Directors and Senior 
Management of the Licensed Finance Companies.

»	 Level of compliance on CDD Rule No. 1 of 2016 and other 
directions issued by relevant authorities on AML and CFT have 
been assessed through IAD and duly addressed the gaps

»	 ABC culture has been strengthened by adopting Board 
approved ABC policy

»	 A process is in place to provide self declaration by the HODs on 
compliance of all Statutory and regulatory requirements.

»	 Outsourcing arrangements proposed for the Financial Year 
2021/22 was reviewed by the Audit Committee in order to 
comply with Finance Business Act Direction No. 07 of 2018 - 
Outsourcing of Business Operations.

»	 AML Compliance reports were submitted to the Board as 
per CDD rule No 1 of 2016 and updated monthly compliance 
checklists were also presented.

Risk Oversight »	 Reviewing and approving the Company’s risk 
appetite in line with LBF’s strategy and in 
consideration of macro-economic variables 

»	 Ensuring the quality and adequacy of LBF’s 
enterprise-wide risk management processes 
and monitoring systems

»	 Ensuring appropriate mechanisms are in place 
to provide independent assurance of the 
Company’s risk management framework

»	 Promoting the risk culture at all levels across the 
Company

»	 BIRMC charter was amended to pre-adopt to incorporate the 
provisions of Corporate Governance Direction no. 05 of 2021 

»	 Strengthened the risk related policy framework of the Company

»	 New Risk limits were introduced to Risk Appetite Statement in 
terms of credit concentration risk, related party transactions, 
operational risk, investment limits

»	 Myanmar subsidiary was embedded in the Enterprise Risk 
Management process of the Company

More details on Risk Management Report

HR Best 
Practices 

»	 Developing human resources to support the 
Company’s growth strategy

»	 Safeguarding employee wellbeing

»	 Setting the tone for a culture of ethics  

»	 Succession Plan for Key Management Personnel was reviewed 
by the Board of Directors. 

More details on page 158 (Human Capital Report)
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Board oversight for the management of the Company Key Highlights  for 2021/22

IT Governance »	 Strengthening the Company’s core IT 
infrastructure 

»	 Improving LBF’s Information security 
architecture

»	 To assess and report IT-related risks and 
organisational impact.

»	 Ensure LBF is adhering to CBSL’s IT compliance 
requirements for NBFI’s

»	 Establishment of a separate Information Security Governance 
team to ensure a high level of compliance with IT internal controls 
and support IT Governance activities

»	 Ensured IT steering committee meetings are held as per the 
schedule and key IT governance matters are presented at the 
board/ board subcommittee level for strategic oversight

»	 Strengthened the Information Systems and Cyber Security audit 
process.

»	 Regular checks were conducted to ensure the compliance level 
and fulfillment of gaps with regard to CBSL’s new issuance 
of Finance Business Act (Technology Risk Management and 
Resilience) Direction No.1 of 2022

»	 Identification of IT/ cyber risks and risk treatment plans were 
discussed at the board subcommittee level on a regular basis.

»	 Reviewed IT Policies

More details on page 172 (Intellectual Capital Report)

Sustainability 
Integration

»	 Ensure LBF plays an active role is addressing 
sustainability issues 

»	 Promote sustainability best practices at all labels 
of the business

»	 Improve transparency of sustainability reporting 
in line with global best practices

More details on page 212 (Natural Capital Report)

MATTERS FOR WHICH BOARD APPROVAL IS SOUGHT

»	 Material acquisition and disposal of assets

»	 Annual Financial Statements

»	 Annual Strategic Plan

»	 Corporate or financial restructuring initiatives

»	 Share issuance, dividends and other returns to shareholders



L B Finance PLC  Annual Report 2021/22 233

7 	
BOARD MEETINGS

The LBF Group Board meets every month, 
or more often if needed. It is mandatory 
for all Directors to attend Board Meetings. 
All Directors are required to come well 
prepared for each meeting and actively 
participate in all matters outlined under the 
agenda. In preparing for Board Meetings,  
Directors are allowed to reach out to the 
Company’s Senior Managers to obtain 
necessary information or clarifications. 
They also have the right to seek 
independent professional advice.

Directors who are unable to attend a 
Board meeting in person are allowed to 
participate by telephone or via video- 
conference.

The Company secretary is required to 
maintain minutes of every Board meeting. 
Directors’ concerns regarding matters 
which are not resolved unanimously are 
also recorded in the minutes. Minutes 
are first presented to the Chairman for 
approval prior to being circulated among 
the Directors and other members of 
Corporate Management who were present 

at the particular meeting. Minutes of the 
meetings are typically circulated within two 
weeks after the meeting date.

Meanwhile Board/ Director action items 
are circulated shortly after the meeting, to 
enable follow up. Action is tracked and a 
formal update compiled and included in 
the board pack for the next meeting.

Before each meeting

The Company Secretary seeks advice from 
the Chairman and the Managing Director 
to set the agenda to ensure sufficient time 
is allocated at each meeting to address all 
pertinent matters. Routine matters on the 
agenda include: discussions on strategy, 
the Company’s performance, Industry 
Performance, Financial Results, status of 
Human Resources, Risk Management and 
Compliance, progress on Company’s digital 
initiatives, status on Cyber Security and Data 
Privacy etc. 

A Board approved procedure is in place to 
enable any Director to include additional 

matters and proposals to the Agenda. In line 
with this procedure, Directors are required 
to make a written request to the Chairman 
detailing matters to be included.

Once the agenda has been finalized, 
all Directors are provided with detailed 
information on all items on the agenda. To 
give Directors sufficient time to prepare, 
the information pack containing relevant 
Board Papers is circulated at least seven 
(07) working days prior to the meeting 
date. All information and Board Papers are 
also uploaded to a secure portal to give 
Directors remote access. 

Aside from the Board, selected members 
of the Corporate Management / Board 
Committees may also be invited to be 
present at Board Meetings depending on 
the items set out under the agenda. 

All Directors are required to come well 
prepared for each meeting and actively 
participate in all matters outlined under 
the agenda. To facilitate this, all Directors 
are allowed to reach out to the Company’s 
Senior Managers to obtain necessary 
information or clarifications. They also have 
the right to seek independent professional 
advice.

At the Board meeting

LBF’s Chairman plays a key role in promoting 
open and active debate among Directors. All 
Board members are expected to come well 
prepared and engage in robust discussions 
on key matters pertaining to the Company. 
The Chairman / Chairperson of each Board 
committee will be called upon to provide 
an update on significant matters discussed 
at their respective Board sub-committee 
meetings, which are typically scheduled 
before the Board meeting.

The Managing Director provides a 
comprehensive update on the Company’s 
business and operations to date as well as 

an overview of the context in which these 
outcomes were achieved, while certain 
business heads are invited to provide 
updates on business aspects under their 
purview. In this regard, the Chief Financial 
Officer presents the financial performance 
and significant financial highlights, while the 
Compliance Officer (CO) presents the status 
of compliance with statutes / regulations 
and significant regulation updates and the 
Deputy General Manager – Strategy and 
Digital Finance will provide an update on the 
progress of digital initiatives.

Directors’ interests and related party 
transactions are also tabled at Board 
Meetings. If at any point during the meeting, 

a Director finds himself / herself in a 
situation which is construed as a conflict 
of interest, the Director in question is 
required to recuse him or herself from the 
discussions and refrain from participating in 
Board decisions on the particular matter. 

Meanwhile Directors who are unable to 
attend a Board meeting in person are 
allowed to participate by telephone or via 
video- conference. 

The Company secretary is required to 
maintain minutes of every Board meeting.
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Meeting calendar 
is prepared by the 

Company Secretary 
annually in advance and 

communicated to all  
Board members

 The Chairman sets the 
Board agenda, assisted by 

the Company Secretary. The 
agenda is prioritised and 
timed to ensure all items 

are discussed. Directors are 
allowed to make a written 
request to the chairman 
detailing any additional 
matters to be included  

in the agenda

The finalised agenda along 
with a comprehensive Board 

pack containing relevant Board 
Papers are circulated among 

all Directors at least seven 
(07) working days prior to the 
meeting date, allowing Board 
members sufficient time to 

review the same.  
All information and Board 

Papers are also uploaded to a 
secure portal to give Directors 

remote access

PLANNING OF BOARD MEETINGS

After the Board meeting

Minutes are first presented to the 
Chairman for approval prior to being 
circulated among the Directors and other 
members of Corporate Management who 
were present at the particular meeting. 
Minutes of the meetings are typically 
circulated within two weeks after the 
meeting date.

Strong emphasis is placed on 
encouraging continuous and ongoing 

engagement of Directors in the matters of 
the Company at all times. In this regard, 
Directors also have access to senior 
management and may request from 
management any additional information 
to make informed and timely decisions. 
Moreover, the Managing Director keeps 
the Board updated on LBF’s performance 
and prospects vis-a-vis the prevailing 
economic and regulatory climate and 
the Chief Financial Officer is required to 
provide the Board with detailed financial 

performance reports on a monthly basis. 
Throughout the year, Directors also 
have various opportunities to interact 
with members of the Management 
Committees.

Board approvals for matters in the 
ordinary course of business can be 
obtained through the circulation of 
written resolutions, while special Board 
meetings are also convened on occasion 
as and when the need arises.

CORPORATE GOVERNANCE
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Board attendance from April 2021 to March 2022

Board members Composition Date of appointed  
to the board

Board meeting 
attendance

Mr. G A R D Prasanna Chairman / Non-Independent Non-Executive Director 01.12.2021 4/4

Mrs. Anandhiy Gunawardhana Chairperson/ Independent Non-Executive Director 01.03.2013 13/13

Mr. Dhammika Perera Executive Deputy Chairman 22.10.2002 12/14

Mr. Sumith Adhihetty Managing Director 12.10.2003 14/14

Mr. Niroshan Udage Deputy Managing Director 01.01.2007 14/14

Mr. B D A Perera Executive Director 01.01.2007 14/14

Mr. Ravindra Yatawara Executive Director 15.03.2016 14/14

Mrs. Yogadinusha Bhaskaran Non-Executive Director 15.03.2016 14/14

Mr. Ashane Jayasekara Independent Non-Executive Director 30.10.2017 14/14

Mrs Ashwini Natesan Independent Non-Executive Director 01.09.2018 14/14

Mr. Dharmadasa Rangalle Non-Executive Director 10.04.2019 14/14

Ms. Yanika Amarasekera Independent Non-Executive Director 01.07.2021 10/10

BOARD FOCUS ON STRENGTHENING GOVERNANCE FRAMEWORKS - FY 2021/22

FINANCIAL REPORTING RISK MANAGEMENT 

CONDUCT AND ETHICS

INFORMATION TECHNOLOGY

BUSINESS CONTINUITY MANAGEMENT

BOARD CHARTERS

CAPITAL AND LIQUIDITY MANAGEMENT

Policy Revisions/New Policies 
»	 Stress Testing Policy and 

Framework
»	 Risk Appetite Statement
»	 Credit and Operations Manual
»	 Credit Risk Management Framework 

& Policy
»	 Penal Interest Rate 

Policy Revisions/New Policies 
»	 Employee’s Share Trading Policy
»	 Procedure of AML & Combating of 

Financing of Terrorism
»	 Communication Policy
»	 ABC Policy

Policy Revisions/New Policies 
»	 ISMS Scope Document
»	 Information Security Policy
»	 ISMS Implementation Guide
»	 Standard Operating Procedure – 

Digital Financial Services

Policy Revisions/New Policies 
»	 Disaster Recovery Organization
»	 Disaster Recovery Plan

Policy Revisions/New Policies 
»	 Integrated Risk Management 

Committee Charter
»	 Audit Committee Charter

Policy Revisions/New Policies 
»	 Finance Manual
»	 Tax Procedure Manual
»	 Impairment Policy

Policy Revisions/New Policies 
»	 Assets and Liability Management 

and Liquidity Management Policy
»	 Investment Policy 
»	 Foreign Exchange Risk Management 

Policy and procedure for foreign 
currency borrowings
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8 	
EVALUATING BOARD 
EFFECTIVENESS

All Directors are required to submit an 
annual self-evaluation to LBF’s Nomination 
Committee. The Nomination Committee 
together with the Chairman review these 
self-evaluations against pre-established 
criteria which are derived from the Board’s 
charter and responsibilities. The results of 
the evaluation are used constructively to 
discuss improvements to the Board and 
ensure that each Director remains qualified 
for office. The Chairman and/or Nomination 
Committee Chairman/Chairperson acts 

on the results of the evaluation, and if 
appropriate, proposes new Directors or 
seeks the resignation of Directors.

The Nomination Committee also performs 
an annual assessment to evaluate the 
overall effectiveness of the LBF Board, 
in terms of the balance and mix of skills, 
experience, independence and knowledge, 
the gender representation. These 
recommendations are discussed with the 
Chairman and appropriate action taken 
where necessary.

9 	
BOARD COMMITTEES

Board Committees play an important 
role in supporting the Group Board in 
carrying out its oversight responsibilities. 
The duties and responsibilities delegated 
to these Board Committees are formally 
documented in each Committee’s Terms of 
Reference (TOR), which have been formally 
approved by the Group Board.  The Board 
reviews and updates Committee TOR’s as 
needed. As stipulated by the TOR of all 
Committees, the Committee Chairman is 
required to report back to the Board after 
each meeting.

9.1	 Board subcommittee areas of oversight activities for 2021/22

Board sub committee Board Members Areas of oversight Report 
reference 
(page no.)

Human Resource and 
Remuneration committee

Mr. M A J W Jayasekara

Mr. G A R D Prasanna

Ms Yanika Amarasekera

»	 Remuneration policy

»	 Directors remuneration and compensations

252

Nomination committee Mr. Ashane Jayasekara

Mr. G A R D Prasanna

Mrs Ashwini Natesan

»	 Review the Board structure, size, composition 
and competencies

»	 Board member and key personnel 
appointments

»	 Overseeing the Board and the senior 
management succession planning

253

Board Audit Committee 
(BAC)

Mrs. Yogadinusha Bhaskaran

Mr. Ashane Jayasekara

Mrs Ashwini Natesan

»	 Reviewing the accuracy and integrity of the 
financial reporting

»	 Internal and external assurance

»	 Reviewing the design and effectiveness of 
internal control system and risk management

254 - 256

Board Integrated Risk 
Management Committee 
(BIRMC)

Mr. M A J W Jayasekara

Mrs Dinusha Bhaskaran

Mrs. Ashwini Natesan

Mr. J A S S Adhihetty

Mr. Niroshan Udage

Mr. B D A  Perera

Mr. Ravi Yatawara

»	 Risk Management Framework

»	 Risk measurement, monitoring and 
management

»	 Compliance with regulatory and internal 
prudential  requirements

»	 Reviewing the business continuity planning

257 - 259

Related Party Transactions 
Review Committee (RPTRC)

Mrs. Ashwini Natesan 

Mr. M A J W Jayasekara

Mr. Dharmadasa Rangalle 

»	 Related party transaction policy

»	 Providing independent review, approval and 
oversight of RPT

»	 Ensuring relevant market  disclosures

260 - 261

CORPORATE GOVERNANCE
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9.2	 Attendance of Directors at meeting of sub-committees from April to March 2021/22

Committee members Composition Remuneration 
committee

Nomination 
committee

Board Audit 
committee

Board Integrated 
risk management 
committee

Related party 
transaction review 
committee

Total meetings held   3 4 13 4 5

Mrs. Anandhiy Gunawardhana CP/IND 2/2 5/5 13/13 4/4  

Mr. J A S S Adhihetty MD   5/5   5/5  

Mr. Niroshan Udage DMD       5/5  

Mr. B D A Perera ED       5/5 PI

Mr. Ravi Yatawara ED       3/5   

Ms. Yogadinusha Bhaskaran NDN 2/2   13/13  1/1  

Mr. Ashane Jayasekara IND 2/2 5/5 13/13 5/5 6/6

Mrs Ashwini Natesan IND       5/5 6/6

Mr Dharmadasa Rangalle NDN         6/6

  Chairman/Chairperson 
      of the Committee

CP	 Chairperson

MD	 Managing Director

DMD	 Deputy Managing Director

IND	 Independent Non-Executive Director

ED	 Executive Director

NDN	 Non Independent Non Executive Director

PI	 Permanent invitee

9.3	 Evaluating the performance of Board Committees

Directors collectively evaluate the performance of the Board and Board Committees whilst the Chairperson and Nominating Committee 
Chairman evaluate the performance of each individual Director. These assessments are made against pre-established criteria which are 
derived from the Board’s charter and responsibilities. The results of the evaluation are used constructively to discuss improvements to the 
Board and ensure that each Director remains qualified for office. The Chairperson and / or Nomination Committee Chairman / Chairperson 
acts on the results of the evaluation, and if appropriate, proposes new Directors or seeks the resignation of Directors.

10
	

MANAGEMENT COMMITTEES

Management Committees have been appointed to provide direct oversight on various disciplines in order to assist the Managing Director 
/ CEO in carrying out the day to day operational management of the Group. Management Committees are typically Chaired by LBF’s 
Corporate Management. Currently there are five Management Committees. 

Description Tasks Members Frequency of 
meetings held

IT steering 
committee

To ensure that IT strategy is aligned with the 
strategic goals of the Company whilst its top most 
mandate is to find and align business solutions that 
may leverage technology. IT Steering Committee 
also looks into information security-related matters 
on a regular basis

Managing Director

Executive Director - Asset Management

Chief Financial Officer

Head of IT

Representatives from relevant departments

Monthly
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Description Tasks Members Frequency of 
meetings held

Assets and liability 
committee

To monitor and manage the assets and liabilities of 
the Company and also overall liquidity position to 
keep the Company’s liquidity at healthy levels, whilst 
satisfying regulatory requirements

Managing Director 

Deputy Managing Director

Executive Directors 

Head of Treasury 

Head of Deposits

Chief Financial Officer

Deputy General Manager - Strategy and 
Digital Finance

Head of Risk Management

Weekly

Credit committee The committee shall be responsible for laying out 
the overall credit policy for the Company. This 
includes setting lending guidelines in conformity 
with credit risk appetite set by the Board of 
Directors

Managing Director 

Deputy Managing Director

Executive Directors 

Chief Financial Officer

Head of Risk Management

Monthly

Sustainability 
committee

The formulation and the review of the Company’s 
CSR policy, and ensuring that CSR activities are 
integrated into the Company’s operations. Keeping 
in line with the Company’s triple bottom line focus, 
the Committee is tasked with the responsibility 
of steering the Company’s CSR activities aimed 
at uplifting the communities we work with and 
preserving the environment

Deputy Managing Director 

Head of Treasury

Representatives from relevant departments

When 
necessary

Business 
continuity 
management 
steering 
committee

Committee is responsible for align BCM goals with 
business goals and provides strategic direction and 
support in establishing, implementing, operating, 
monitoring, reviewing and improving the BCMS.

Deputy Managing Director 

Business Continuity Manager

Representatives from the relevant 
departments

Monthly

11
	

BOARD ACCOUNTABILITY

11.1	 Oversight for Regulatory 
Compliance

As the apex governing body of LBF, the 
Board is responsible for ensuring the 
Group maintains a 100% compliance 
record in regard to all laws, rules, statutory 
directives and regulatory codes applicable 
to the Group’s various business operations. 
The Board also plays a proactive role 
in promoting the early adoption of new 
regulations as and when needed.

11.2	 Responsibility for Risk 
Management and Internal 
Control

As the main steward for the management 
of risk, the Group Board is responsible for 
ensuring that all key risks of the Group 
are adequately identified, measured, 

managed and monitored. For this purpose, 
the Board, together with the Integrated 
Risk Management Committee have 
implemented a robust risk management 
system to support the Group’s business 
activities. Furthermore, the Board with 
the assistance of the Audit Committee 
has  put in place a comprehensive internal 
control framework to provide reasonable 
assurance regarding the efficacy of the risk 
management programme in driving Group 
strategy.

For more information - please refer to the 
Risk Management Report on page 257, 
Board Audit Committee Report on page 
254 and the Intellectual Capital Report on 
page 172.

11.3	 Responsibility for Financial 
Reporting

The Board adheres to all mandatory 
reporting frameworks for reporting on 
LBF’s financial position. Interim financial 
reports summarising the Group’s quarterly 
/ bi-Annual financial performance are 
submitted to the CSE. These reports are 
also uploaded to the corporate website 
where they are available in all three 
languages.

The Integrated Annual Report is prepared 
to provide a detailed assessment of the 
Group’s financial position for a particular 
financial year. The Annual Report 
complies with all statutory requirements. 
The financials contained therein are 
independently verified by the Group’s 
external auditors. The contents of the 
Annual Report is reviewed by the Audit 

CORPORATE GOVERNANCE
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Committee prior to be submitted for Board 
approval, and published soon thereafter. 
The Annual Report is uploaded to the 
CSE website, while printed copies are also 
furnished to the CSE and circulated to 
shareholders within the stipulated timeline 
prior to the AGM. Credit Rating reports 
issued by independent rating agency - 
Fitch Ratings are also published on the 
corporate website.

The responsibility for maintaining day to 
day financial records rests with the Group 
Head of Finance. 

11.4	 IT Governance

IT governance is the responsibility of 
the Board. The Board discharges its 
duty for IT governance through the IT 
Steering Committee - a management-level 
committee that assists the Board in policy 
formulation and development of the Group 
IT and Digital strategies.  At an operational 
level, the responsibility for maintaining the 
Group’s IT infrastructure, and implementing 
IT policies comes under the purview of the 
Group IT Head, while the execution of the 

Group’s digital strategy is the responsibility 
of the Head of Digital Strategy. The Group 
CISO (Chief Information Security Officer) is 
responsible for overseeing network security 
to safeguard the Group’s digital assets. 

11.5	 HR Governance

The Board remains the ultimate authority 
for developing a sustainable Human Capital 
strategy to support the achievement of 
the Group’s short, medium and long term 
objectives. The Board executes these 
responsibilities through the Nomination 
Committee and the Head of HR. The 
Nomination Committee is responsible 
for policy formulation to reflect HR best 
practices, while the Head of HR is charged 
with policy implementation as well as 
aligning Human Capital development 
activities in tandem with the Group’s 
strategy.

11.6	 Sustainability Governance

The Board demonstrates its commitment 
to sustainability by providing oversight 
for the Group’s Strategic Sustainability 
Framework. The Board has delegated to the 

Audit Committee, the task of maintaining 
continuous and ongoing review of the 
Group’s sustainability performance. In this 
capacity, the Audit Committee is charged 
with reviewing the Group’s Material Matters 
to determine their relevance vis-a-vis the 
evolving economic, social and environmental 
context. This process is undertaken every 
two years by the Audit Committee assisted 
by the Sustainability team. Findings are 
presented to the Board and approval 
sought for any change to Material Matters. 
The management approaches for respective 
Material Matters are developed by the 
Audit Committee, approved by the Board 
and implemented by the sustainability 
team via goals and targets set through the 
sustainability framework. The Board retains 
the authority for approving the CSR projects 
that demonstrate LBF’s commitment to 
selected UN Sustainable Development 
Goals.  The sustainability team is tasked with 
executing these projects. The sustainability 
team, through the Audit Committee, reports 
to the Board on the progress of projects. 
The Board approved Annual Integrated 
Report contains comprehensive data and 

Commitment coming from the top

Reporting to the Board of Directors or other key leaderships can help demonstrate that a company is serious about sustainability.

Accountability must be established and communicated clearly

Accountability helps ensure that sustainability is integrated with other business goals. Including sustainability performance into the 
company’s annual goals and employee performance review and compensation processes may be helpful mechanisms.

Sustainability programme

Flexibility to adapt and build up on the sustainability program across business units and regions can advance the sustainability agenda. 
Allowing for some adaptation can help ensure the sustainability program’s relevance to a business unit’s own strategies or region’s local 

conditions. It also can generate employee engagement.

Alignment between the structure and the business is imperative

Sustainability governance structures that align with and complement the existing business model and organisational structures can be 
more successful than creating redundant or competing structures.
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information regarding LBF’s sustainability 
performance for a particular financial year. 
LBF’s newly launched sustainability web 
page and social media handles also provide 
additional information and statistics about 
the Group’s ongoing sustainability initiatives.

11.7	 Role in enforcing ethics 
As the apex governing body in the 
organisation, the LBF Board sets the tone 
from the top for promoting ethics and the 
highest standards of business integrity. 
The following Board approved policies and 
procedures form the basis of devolving a 
cohesive Group-wide ethics culture

»	 Code of Conduct for Employees - sets 
expected behavioural standards for 
employees and offers guidance regarding 
what is unacceptable in the course of 
normal business. In 2021 the Code of 
Conduct was further strengthened with 
the inclusion of specific guidelines on anti-
bribery and corruption as well as receiving 
or giving of corporate gifts. 

»	 Whistleblowing policy - allow employees 
and other stakeholders to anonymously 
report possible financial irregularities, 
misuse of Group assets, incorrect 
financial reporting or other issues that 
may require internal investigation. 
All Whistleblower complaints are 
reviewed by the Board Audit Committee 
on quarterly basis. Throughout the 
investigation process, the Committee 
will maintain two-way communication 
to ensure the whistleblower is informed 
of the progress of the investigation.  In 
the current financial year, the scope of 
the Whistleblower policy was further 
expanded to include. The updated policy 
was translated in all three languages and 
uploaded to the Group intranet. It was 
also circulated separately to all staff with 
official email access.

12
	

DIFFERENTIATING THE ROLE 
OF THE CHAIRMAN AND THE 
MANAGING DIRECTOR

The role of LBF’s Chairman is distinct 
and separate from that of the Managing 
Director/Chief Executive Officer, with a clear 
division of responsibilities between the two. 
Mr. G A R D Prasanna - LBF’s Chairman leads 
the Board while Mr. Sumith Adhihetty - our 
Managing Director provides oversight for 

LBF day to day business operations as per 
the authority delegated to him by the Board.

To establish a greater independent element, 
the Board has appointed Mr. Ashane 
Jayasekara as the Senior Director with clear 
terms of reference to discharge his duties 
as the Senior Director, in compliance with 
Corporate Governance Direction No. 3 of 
2008.
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Providing external and independent 
oversight on business, governance 

and best Board room practices.

Regulatory updating and refreshing 
their skills, knowledge and other 
expertise with the business, the 

risk for the business and end 
environment.

Ensuring with the Board as a 
whole that the group is operating 
within the risk appetite and risk 

management framework
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RESPONSIBILITIES OF THE 
CHAIRMAN

»	 Provide strong and effective leadership to 
the Board and sets the tone from the top 
in terms of culture and values

»	 Ensure the Board is structured effectively, 
with the appropriate balance of skills and 
independence to maintain the highest 
standards of integrity and corporate 
governance

»	 Foster open and inclusive discussions at 
Board meetings / Committee meetings to 
challenge executives, where appropriate;

»	 Work with the Managing Director and 
the Company Secretary to ensure that 
Board members receive accurate, timely 
and clear information to enable them 
to take sound decisions and effectively 
monitor the performance of executive 
management;

»	 Ensure that the performance of individual 
directors and of the Board as a whole and 
its committees is evaluated regularly

»	 Ensure LBF maintains effective 
communication with shareholders and 
other stakeholders.

14
	

RESPONSIBILITIES OF THE 
MANAGING DIRECTOR

»	 Accountability for operational 
management and oversight for the 
full range of activities of the customer 
businesses and functions in line with the 
Board approved strategy 

»	 Delivery of performance against approved 
budgets 

»	 Promulgate ethics and integrity at all 
levels of the Company

»	 Promote a performance driven culture 
where employees are engaged and 
motivated to deliver customer outcomes

»	 Lead, manage and develop LBF’s senior 
leadership team, ensuring professional 
capability is developed and that 
succession coverage meets the needs of 
LBF;

»	 Ensure LBF has effective frameworks and 
structures to identify, assess and mitigate 
day to day risks

15
	

RESPONSIBILITY OF 
INDIVIDUAL DIRECTORS

Directors are expected to set aside 
adequate time to fulfill their obligations 
towards the Company, including partaking 
in Board meetings. Directors are expected 
to lead by example in acting ethically and 
with integrity at all times. All Directors must 
be guided by the provisions of the Conflict 
of Interest Policy under which it is mandated 
that Directors should avoid any situation 
which might give rise to a conflict between 
their personal interests and those of the 
Company. Directors are responsible for 
disclosure as soon as they become aware 
of conflict situations. During the nomination 
process, all disclosed conflicts of interest 
(actual and potential) are reviewed and 
assessed to ensure that there are no 
matters which would prevent that person 
from offering himself / herself for election 
to the Office of Director. If at any point 
during the nomination process, a Director 
find himself / herself in a situation which 
is construed as a conflict of interest, the 
Director in question is required to recuse 
him or herself from the discussions and 
refrain from voting on the matter

CORPORATE GOVERNANCE
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16
	

ROLE OF THE COMPANY 
SECRETARY

The Company Secretary is not a Director, 
but attends all Board meetings and serves 
in an advisory capacity to support the 
Chairman and the LBF Board in executing 
their duties. Furthermore, the Company 
Secretary facilitates communication 
between the Board, its committees and 
management and also assists in the 
induction of new Directors. Should they 
require advice on corporate governance 
best practice and regulatory developments, 
Directors have separate and independent 
access to the Company Secretary at 
all times. Managing LBF’s profile with 
key stakeholders, including oversight 
of relations with key influencers and 
regulators also comes under the purview of 
the Company Secretary. The appointment 
and removal of the Company Secretary 
require the approval of the Board.

17
	

APPOINTMENT/RETIREMENT/ 
RE-ELECTION OF DIRECTORS

Directors are appointed through a formal 
process that ensures Directors meet 
the fit and proper test requirements. 
The standard terms and conditions of 
appointment of new Directors (both 
Executive and Non-Executive) has been 
documented and approved by the Board.

The Nominations Committee plays an 
important role in assessing the suitability 
of potential candidates to be appointed 
to the Board, with due consideration of 
how their skills, expertise, age and diverse 
perspectives can contribute towards 
enhancing the quality of LBF’s Board. 
As part of the assessment process, the 
Nomination Committee will also consider 
the number of external directorships held 
by the potential candidate to ensure that 
these do not compromise his/ her ability to 
function as an effective member of the LBF 
Board.

Suitable candidates are further vetted 
by the Chairman of the Board before 
being presented for approval of the 
shareholders at the next Annual General 
Meeting. New appointments so ratified 
are communicated to the CSE and 
announced to the public through a press 
release. These announcements contain 
a brief profile of the Director and specify 
if the new appointee will assume a Non- 
Executive Director or Executive capacity 
and whether the person will function as an 
Independent or Non-Independent Director 
on the LBF Board.

On occasion, Directors may be appointed 
post-AGM, to fill casual vacancies that arise 
due to resignations or retirement of Board 
members. These appointments are also 
notified to the CSE followed by an official 
press release. Resignations by Directors 
along with the relevant reasons are also 
informed to the CSE and notified to the 
public.

As per the Group Articles of Association 
1/3 of the Non- Executive Directors are 
required to retire from office at each 
Annual General Meeting but remain eligible 
to stand for re-election by the shareholders 
at the Annual General Meeting.  A Director 
appointed by the Board to fill a casual 
vacancy is also entitled to offer himself / 
herself for re-election at the next AGM

18
	

INDUCTION OF AND 
TRAINING  
FOR DIRECTORS

New Directors receive an orientation 
pack encapsulating the Code of Conduct, 
LBF’s policies and other important 
information about the Group. As part 
of their orientation, all new Directors 
are introduced to LBF’s Corporate 
Management.

All Board Directors are entitled to receive 
training at LBF’s expense. Directors are 
encouraged to undertake regular training 
to support continuous professional 
development and to stay informed on 
the latest developments in the financial 
services industry and on the regulatory 
front. Typically, LBF’s Directors attend 
training sessions conducted by the 
Financial Intelligence Unit of the CBSL.

The following criteria are considered for 
the evaluation:

Membership 
accountability 

and 
governance

Financial 
overview

Board 
operations

Legal 
responsibilities

Board 
management 

relations

Planning
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EVALUATING THE PERFORMANCE OF THE MANAGING DIRECTOR /CEO

The performance of the Group Managing Director / CEO is assessed annually by the Board 
Chairman, with the findings shared with the Board for the determination of adjustments to 
remuneration.

Establish expectations Guide Assess

The Board agrees goals 
and key expectations for 

the MD

The board negotiates 
performance goals with 

the MD

Set expectations

Expectations for the MD 
performance are agreed  

by MD and Board

On going advice, 
particularly from the 

Chairman

PERFORMANCE

The board undertakes a 
detailed review using:

»	 Financial goals
»	 Non-financial goals

The board formally 
discusses the findings

Formal Appraisal

Performance assessment 
process formally reviewed 

at board meeting
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COMMITMENT TO 
SHAREHOLDERS

 

20.1	 Shareholder rights

LBF promotes fair and equitable treatment 
of all shareholders. All shareholders enjoy 
specific rights under the Companies’ Act. 
These rights include, among others, the 
right to participate in profit distributions 
and the right to attend and vote at general 
meetings. Ordinary shareholders are 
entitled to attend and vote at the AGM 
in person or by proxy. LBF respects the 
equal information rights of all shareholders 
and is committed to the practice of fair, 
transparent and timely disclosure. All 
price-sensitive information is publicly 
released prior to any sessions with 
individual investors or analysts. As part of 
its commitment to uphold Shareholder 
Rights, the LBF Board has also laid down 
a “Share Trading Policy” to serve as the 
code of Internal Procedures and Conduct 
for the Prevention of Insider Trading. The 
main objective of the “Share Trading Policy” 
is to prevent the purchase and/or sale 
of shares of the Company by an Insider 
(Director or employee of LBF and their 
dependants) on the basis of unpublished 

price sensitive information. Under this 
Policy, insiders are prevented from dealing 
in the Company’s shares during the 
closure of Trading Window, while express 
permission is required to deal in securities 
beyond specified limits. All Directors and 
designated employees are further required 
to disclose related information periodically 
as defined by the “Share Trading Policy”.

20.1 	 Conduct of shareholder 
meetings

The Annual General Meeting (AGM) 
provides shareholders with the opportunity 
to share their views and to meet the Board, 
including the chairpersons/chairman of the 
Board committees and members of Key 
Management Personnel. At the AGM, LBF’ 
financial performance for the preceding 
year is presented to shareholders. LBF’s 
external auditors are also present at the 
AGM to answer shareholders’ queries.  
In accordance with the recommendations 
contained in the Code and the Guidelines, 
resolutions requiring shareholder approval 
are tabled separately for adoption at 
the Company’s general meetings unless 
they are closely related and are more 
appropriately tabled together.

SHAREHOLDERS

CUSTOMERS

»	 Review of the size and composition 
of the Board

»	 Appointment of members to board
»	 Review the Board’s performance

»	 Benchmarking value creation for 
customers, clients and partners

»	 Ensure creation of sustainable and 
trusted organization

Responsibilities Reserved towards  
Board by Stakeholders

DIRECTORS

»	 Approval of business strategy
»	 Approval and monitoring of major 

financial and strategic commitments
»	 Determination of capital structure 

and dividend policy
»	 Approval and monitoring of financial 

reporting
»	 Oversight of risk management, 

internal controls and compliance 
systems

»	 Recommendations regarding 
external auditors, their terms of 
appointment and determination of 
remuneration

»	 Approval of annual budget
»	 Regular review of financial 

performance
»	 Ensuring adequacy of technology 

and information systems for 
effective operations

CORPORATE GOVERNANCE
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EMPLOYEES

COMMUNITY

»	 Reinforcement of the corporate 
culture and core values and 
ensuring that the Company remains 
an employer of choice

»	 Review and approval of the CEO 
and Management performance

»	 Oversight of succession planning 
for the CEO, Management team and 
such other Executives as the Board 
may deem fit

»	 Oversight of the management of 
social, economic and environmental 
concerns consistent with the injury-
free vision

»	 Reinforcement of reputation, brand 
and community relations

21
	

COMMUNICATION WITH 
SHAREHOLDERS

The Board welcomes engagement with 
shareholders and encourages them to 
express their views. The Annual Report 
is designed to provide Shareholders with 
a comprehensive view of the Company’s 
affairs during a particular financial year. 
Procedures are in place to provide timely 
information to current and potential 
shareholders. The Board reviews and 
approves the contents of the Annual 
Report to determine its effectiveness 
in providing shareholders with timely, 
accurate and relevant information 
regarding the business activities of 
LBF. The Feedback Form which was 
incorporated into the Annual Report serves 

as the key mechanism for shareholders 
to communicate with the Company. As a 
large organisation, LBF deals with several 
stakeholder Groups. To further strengthen 
the communication with shareholders and 
other stakeholders, the Board has reviewed 
and verified the LBF communication policy. 
We believe that adopting a structured 
approach to engaging with and involving 
stakeholders will allow us to collaborate 
and learn from one another in the pursuit 
of mutually supportive relationships. 
Accordingly, the LBF Board reinforces 
its commitment to inclusive stakeholder 
engagement is based on the principles of: 

»	 Relevance: Focusing on those issues of 
material concern to our stakeholders and 
identifying how best to address them for 
our mutual benefit

»	 Completeness: Understanding the 
views, needs, performance expectations 
and perceptions associated with 
these material issues while also taking 
cognisance of prevailing local and global 
trends

»	 Responsiveness: Engaging with 
stakeholders on these issues and giving 
regular, comprehensive, coherent 
feedback

More compressive details regarding LBF’s 
Stakeholder Engagement activities can 
be found on page 68 of this report. In 
addition, Shareholders are invited to have a 
direct communication to raise their queries 
and concerns by contacting LBF’s Company 
Secretary, P W Corporate Secretarial (Pvt) 
Ltd., through the following channels:

Telephone	 :	 0114640360 - 3
Fax	 :	 0114740588
Email	 :	 pwcs@pwcs.lk
Address	 :	 P W Corporate Secretarial 	
		  (Pvt) Ltd
		  No. 3/17, Kynsey Road
		  Colombo 08

The Board continues to proactively 
consider and adapt, as suitable to 
the circumstances of LBF, emerging 
practices to promote engagement with 
Shareholders.
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FUTURE OUTLOOK

Corporate governance plays a vital role 
in business and future emphasis is to 
further satisfy the Company’s stakeholders 
whilst sustaining growth of the Company. 
Therefore, we believe in the following; 
operating structure, internal control, 
review, benchmark, feedback, effective and 
transparent communication.

By Order of the Board,
L B Finance PLC

P W Corporate Secretarial (Pvt) Ltd
Secretaries

18 May 2022
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ANNUAL REPORT OF THE BOARD OF DIRECTORS  
ON THE AFFAIRS OF THE COMPANY
The Directors of L B Finance PLC have 
pleasure in presenting to the shareholders 
the Annual Report of the Board of Directors 
on the affairs of the Company together 
with the Consolidated Financial Statements 
of the Company and its subsidiaries for 
the year ended 31st March 2022 and the 
Independent Auditors Report on those 
Financial Statements, conforming to the 
relevant statutory requirements.

This Report includes the information as 
required by the Companies Act No. 07 
of 2007, Finance Companies (Corporate 
Governance) Direction No. 03 of 2008 (as 
amended) and the Listing Rules of the 
Colombo Stock Exchange. It is also guided 
by the Recommended Best Practices on 
Corporate Governance.

GENERAL
L B Finance PLC (the Company) is a 
Licensed Finance Company in terms of the 
Finance Business Act No.42 of 2011.

It was incorporated under the Companies 
Ordinance No. 51 of 1938 as a private 

limited liability company on 30th May 
1971, converted to a public limited liability 
company on 29th September 1982 and was 
admitted to the Official List of the Colombo 
Stock Exchange on 30th December 1997. 
The Company was re-registered as per the 
Companies Act No. 07 of 2007 on 6th June 
2008 under Company Registration No. PQ 
156.

The Company is a Registered Finance 
Leasing Establishment in terms of the 
Finance Leasing Act No. 56 of 2000.

The ordinary shares of the Company 
and Debentures issued by the Company 
10,000,000 Senior Unsecured Redeemable 
Rated Debentures (redeemable in 2022) 
and 20,000,000 Subordinated Unsecured, 
Redeemable, Rated Debentures 
(redeemable in 2022) are listed on the Main 
Board of the Colombo Stock Exchange.

The Company has been affirmed a national 
long-term rating at A-(lka) (RWN) with 
a stable outlook by Fitch Ratings Lanka 
Limited. The rating in respect of the 

Debentures issued by the Company are 
10,000,000 Senior Unsecured Debentures 
redeemable in 2022 - national long 
term rating at A-(lka) and 20,000,000 
Subordinated Debentures redeemable 
in 2022 - national long term rating at 
BBB (lka). Fitch Ratings Lanka Limited has 
placed the national long term rating of the 
Company on Rating Watch Negative (RWN) 
and according to the said Rating Agency, 
RWN reflects heightened downside risks to 
the NBFIs’ credit profiles amidst increased 
economic and financial-market volatility 
in Sri Lanka. This risk is exacerbated by 
the deteriorating sovereign credit profile 
and the ensuing risks to the stability of the 
financial system.

Both the registered office of the Company 
and its head office are situated at No. 
275/75, Prof. Stanley Wijesundera 
Mawatha, Colombo 07.

As per the requirements set out in Section 
168 of the Companies Act No. 07 of 2007, 
the following information is disclosed in this 
Report for the year under review.

Information required to be disclosed as per the Companies Act No. 07 of 2007 Reference to the 
Companies Act

Level of compliance by 
the Company

The nature of the business of the Company Section 168 (1) (a) Page 244

Signed Group Financial Statements of the Company for the accounting period under 
review

Section 168 (1) (b) Page 305 to 424

Auditor’s Report on Group Financial Statements Section 168 (1) (c) Page 301 to 303

Changes in Accounting Policies during the accounting period Section 168 (1) (d) Page 316

Particulars of entries in the Interests Register made during the accounting period Section 168 (1) (e) Page 247

Remuneration and other benefits paid to the Directors during the accounting period Section 168 (1) (f) Page 416

Total amount of donations made by the Company during the accounting period Section 168 (1) (g) Page 250

Information on Directorate of the Company at the end of the accounting period Section 168 (1) (h) Page 246

Amounts payable to the Auditor as audit fees and fees for other services rendered 
during the accounting period as a separate disclosure

Section 168 (1) (i) Page 328

Auditors’ relationship or any interest with the Company Section 168 (1) (j) Page 250

Annual Report of the Board of Directors on the affairs of the Company to be signed 
on behalf of the Board by two Directors and the Company Secretary

Section 168 (1) (k) Page 251

Information as per Section 168 (i)(b) to (j) in relation to the subsidiaries Section 168 (2) Pages 246, 250 and 312

VISION, MISSION AND CORPORATE 
CONDUCT

The Company’s vision, mission, goals and 
values are given on page 16 of this Report.

PRINCIPAL ACTIVITIES

The Company’s principal activities during 
the year were savings/deposit mobilisation, 
lending activities including finance lease/
vehicle loan facilities, gold loans, mortgage 
loans, personal loans and other credit 

facilities, value added services and digital 
financial services.

The Company’s subsidiary, L B Microfinance 
Myanmar Company Limited, carried on micro 
finance business in Myanmar. During the 
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year under review the Company acquired 
the majority shareholding in Multi Finance 
PLC a Licensed Finance Company, under the 
Master Plan for Consolidation of Non-Bank 
Financial Institutions (NBFIs) of the Central 
Bank of Sri Lanka.

The Company has an interest in the leisure 
sector through its investment in The Fortress 
Resorts PLC.

There were no significant changes in the 
nature of the principal activities of the 
Company during the year under review, 
except the acquisition of Multi Finance PLC 
as aforesaid. It is further declared that the 
Company has not engaged any activity, which 
contravenes laws and regulations.

REVIEW OF OPERATIONS

A review of the business of the Company 
and its subsidiaries and their performance 
during the year with comments on financial 
results, future strategies and prospects 
are contained in the Managing Director’s 
Review on pages 36 to 39 which forms an 
integral part of this Report.

FUTURE DEVELOPMENTS

An overview of the future developments of 
the Company is given in the 	Chairman’s  
Message on page 33, Managing Director’s 
Review on page 36 and the Management 
Discussion and Analysis on page 50.

FINANCIAL STATEMENTS

The Consolidated Financial Statements 
of the Company and its subsidiaries 
have been prepared and presented in 
accordance with the Sri Lanka Accounting 
Standards comprising Sri Lanka Financial 
Reporting Standards (SLFRSs) and Sri Lanka 
Accounting Standards (LKASs) laid down 
by The Institute of Chartered Accountants 
of Sri Lanka and in compliance with the 
requirements of the Companies Act No. 
07 of 2007, Finance Business Act No.42 of 
2011 the directions and guidelines issued 
under the said Finance Business Act and 
the Listing Rules of the Colombo Stock 
Exchange.

Consequent to the Audit Committee’s 
recommendations, the Financial 
Statements were reviewed and approved 

by the Board of Directors on 18th May 
2022.

The Consolidated Financial Statements 
of the Company and its subsidiaries duly 
signed by the Chief Financial Officer and 
two Directors on behalf of the Board which 
are attached hereto form an integral part 
of the Annual Report.

DIRECTORS’ RESPONSIBILITY FOR 
FINANCIAL REPORTING

In terms of Section 150(1), 151, 152(1) 
and 153(1) and (2) of the Companies Act 
No. 07 of 2007, the Board of Directors 
of the Company is responsible for the 
preparation of the Financial Statements of 
the Group and the Company which reflect 
a true and fair view of the state of affairs 
of the Company and its subsidiaries as at 
the reporting date and the profit or loss or 
income and expenditure of the Company 
and its subsidiaries for the accounting 
period ending as at the reporting date.

The Directors confirm that the Income 
Statement, Statement of Financial Position, 
Statement of Changes in Equity, Cash 
Flow Statement and Notes to Financial 
Statements appearing on pages 305 - 424 
have been prepared in conformity with the 
requirements of the Sri Lanka Accounting 
Standards, Sri Lanka Accounting and 
Auditing Standards Act No. 15 of 1995 and 
the amendments thereto, Companies Act 
No. 07 of 2007, directions and guidelines 
issued under the Finance Business Act No. 
42 of 2011 and the Listing Rules of the 
Colombo Stock Exchange.

The Statement of Directors’ Responsibilities 
for Financial Reporting is given on page 300 
and forms an integral part of the Annual 
Report of the Board of Directors on the 
Affairs of the Company.

DIRECTORS’ STATEMENTS ON 
INTERNAL CONTROLS OVER 
FINANCIAL REPORTING

The Board has issued a statement 
on the internal control mechanism 
of the Company as per Section 10 (2) 
(b) of Finance Companies (Corporate 
Governance) Direction No. 03 of 2008.

The said statement which forms an integral 
part of the Annual Report of the Board of 
Directors on the Affairs of the Company is 
given on page 298.

The Board has obtained an Assurance 
Report from the Independent Auditors 
on the Directors’ Statement on Internal 
Controls over Financial Reporting as 
referred to in page 297.

AUDITORS’ REPORT

The Report of the Independent Auditors on 
the Financial Statements of the Company 
and the Group is given on page 301 to 303.

ACCOUNTING POLICIES AND 
CHANGES DURING THE YEAR

The accounting policies adopted in the 
preparation of the Financial Statements 
are given on pages 305 to 424 There were 
no significant changes to the accounting 
policies used by the Company during the 
year under review vis-à-vis those used in 
the previous year.

INCOME

The income of the Company for the year 
ended 31st March 2022 was Rs. 30,159 
million (in the year 2020/21 it was  
Rs. 29,766 million) 

Group Income during the year was  
Rs. 30,157 million (2020/21 – Rs. 29,930 
million)

An analysis of the Income is given in Note 
4.1.1 to the Financial Statements.

FINANCIAL RESULTS AND 
APPROPRIATIONS

The profit before tax increased  by 28% 
whilst the Company recorded  a growth 
of 27% in net profit after tax for the year 
under review in comparison to those of the 
preceding year. 

The growth in total comprehensive income 
was 28%.
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ANNUAL REPORT OF THE BOARD OF DIRECTORS  
ON THE AFFAIRS OF THE COMPANY

Details of appropriation of profit of the Company and the Group are given below:

	 2022 
	 Rs. ‘000

	 2021 
	 Rs. ‘000

Profit for the year after payment of all the expenses of 
management, provision for depreciation and amortisation, 
impairment of loans and other losses and tax on financial 
services.

 11,910,462  9,306,375 

Less: Income tax expense  3,248,604  2,503,778 

Profit after tax  8,661,858  6,802,597 

Unappropriated balance brought forward from previous year  19,754,900  15,944,328 

Actuarial gains/(losses) on defined benefit plans  65,362  30,665 

Profit available for appropriation  28,482,120  22,777,591 

Less: Appropriations

Dividend paid for previous financial year  2,216,229  -   

Interim dividend payable/paid for current financial year  1,662,171  1,662,171 

Transfers during the year  433,568  1,360,519 

Total appropriation  4,311,968  3,022,691 

Unappropriated balance carried forward  24,170,152  19,754,900 

Proposed final dividend  Rs. 2/-  
per  share 

 Rs. 4/-  
per  share 

RESERVES

The reserves of the Company and the 
Group with the movements during the 
year are given in Note 4.36 to the Financial 
Statements on pages 391 to 392.

TAXATION

The Income Tax rate applicable to the 
Company’s operations is 24% (24% in 
2020/21)

The Company was also liable for Value 
Added Tax (VAT) on Financial Services at 
18% w.e.f. first January 2022 (15% upto 
31st December 2021) (2020/21 - 15%) 

THE BOARD OF DIRECTORS

The Board of Directors of the Company 
as at 31st March 2022 consisted of 
11 Directors with a balance of skills, 
wide knowledge and experience in 
entrepreneurship, banking, finance, audit 
and assurance, legal and marketing which 
is appropriate for the business carried out 
by the Company. 

The names of the Directors who held office 
as at the end of the accounting period are 
given below and their brief profiles appear 
on pages 40 to 45.

Executive Directors

Mr. Dhammika Perera 
Executive Deputy Chairman

Mr. J A S S Adhihetty 	  
Managing Director

Mr. Niroshan Udage  	  
Deputy Managing Director

Mr. B D A Perera

Mr. R S Yatawara

Non-Executive Directors

Mr G A R D Prasanna – Chairman  
(appointed as a Director on 1st December 
2021 and appointed Chairman 1st March 
2022)

Mrs. Yogadinusha Bhaskaran

Mr. M A J W Jayasekara * 

Mrs. Ashwini Natesan *

Mr. Dharmadasa Rangalle 

Ms Yanika Amarasekera  
- Independent Director  
(appointed on 1st July 2021)

Extension of office of the Managing 
Director
Relevant regulatory approval was received 
in terms of Finance Business Act, Directions 
No.05 of 2020, for the Managing Director, 
Mr J A S S Adhihetty to continue in office, 
for a period of one year after attaining 
the age of 70 years. In terms of the said 
regulatory approval granted on 28th June 
2021, read together with the shareholders’ 
approval at the Annual General Meeting 
held on 30th June 2021, Mr Adhihetty 
continues to function as the Managing 
Director of the Company, since attaining 
the age of 71 years on 4th July 2021.

Re-designations during the year
Mr. G A R D Prasanna Non-Executive 
Director was appointed the Chairman 
and Mr. M A J W Jayasekara, Independent 
Non-Executive Director was appointed the 
Senior Director on 1st March 2022. The 
said appointments were made in terms of 
the Articles of Association of the Company 
read together with Finance Companies 
(Corporate Governance) Direction No. 
03 of 2008, which requires the Board to 
designate an Independent Non-Executive 
Director as the Senior Director, where the 
Chairman is a Non-Independent Director.

The relevant regulatory approval in terms 
of Finance Companies (Structural Changes) 
Direction No.01 of 2013 was obtained for 
the aforesaid structural changes.

Resignations/cessations  
during the year
During the year, Chairperson of the 
Board of Directors, Mrs. Anandhiy K. 
Gunawardhana, completed nine years 
of service as a Director and accordingly, 
ceased to be Director with effect from 
28th February 2022 in terms of paragraph 
4(2) of the Finance Companies (Corporate 
Governance) Direction No. 03 of 2008.

Directors of the Subsidiaries
The Directors of the subsidiary, L B 
Microfinance Myanmar Company Limited 
as at 31st March 2022;
Mr. Dhammika Perera
Mr. Sumith Adhihetty
Mr. Dulan De Silva
Mr. Niroshan Udage
Mr. B D A Perera
Mr. R S Yatawara
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There were no changes in the Directors of 
LB Microfinance Myanmar Company Limited, 
during the year under review and upto the 
date of this Report.

The Directors of the subsidiary, Multi Finance 
PLC as at 31st March 2022 

Mr. H F I S Fonseka

Mr. P Jayasundera

Mrs. C Atapattu (resigned w.e.f. 27th  
April 2022)

Ms. D T De Alwis

Mr. J P Polwatte

Mr. I Ratnasabapathy

Consequence to receipt of the approval from 
the Director NBFI, Mr. G A R D Prasanna,  
Mr. M A J W Jayasekara, Mr. Niroshan 
Udage, Mr. B D A Perera, Mr. R S Yatawara, 
Mrs. Ashvini Natasan, Mr. Dharmadasa 
Rangalle and Ms. Yanika Amarasekara were 
appointment. Directors of the said company 
w.e.f 18th May 2022.

Annual assessment of continuing 
Board of Directors

The fitness and property of continuing Board 
of Directors is subject to annual assessment 
by the Director, NBFI Under Finance Business 
Act Directions No. 6 of 2021

Retirement by rotation and re-election 
of Directors

The names of the Directors who are

(i)	 subject to retirement by rotation in terms 
of Articles 85 and 86 of the Articles of 
Association and 

(ii)	 proposed for re-appointment in terms of 
Section 211 of the Companies Act, and 
the applicable provisions thereto, are set 
out in the undernoted Table;

The Nomination Committee and the Board 
have recommended the re-election/re-
appointment of the said Directors, subject to 
the relevant regulatory approval/s in terms 
of the applicable Directions issued under the 
Finance Business Act.

Directors’ interests register and 
Directors’ interests in contracts or 
proposed contracts
The Company maintains the Directors’ 
Interests Register in terms of the Companies 
Act No. 07 of 2007.

Directors of the Company have made 
necessary declarations of their interests 
in Contracts and proposed Contracts in 
terms of Section 192 (1) and 192 (2) of the 
Companies Act. These interests are entered 
in the Interests Register which is deemed to 
form part and parcel of this Annual Report 
and available for inspection upon request.

The particulars of the Directors Interests 
in Contracts with the Company are given 
in Note 6.1 to the Financial Statements on 
pages 416 to 419 and form an integral part 
of this Annual Report.

The remuneration paid to the Directors 
during the year under review is entered in 
the Interests Register and the aggregate of 
such remuneration is disclosed in this Annual 
Report under ‘Directors’ Remuneration’ on 
page 248.

The relevant interests of Directors in the 
shares/debentures of the Company as 
at 31st March 2022 as recorded in the 
Interests Register are given in this Report 
under Relevant interest of Directors on 
shares on page 249 and Directors interest in 
debentures on page 249. 

In accordance with the Myanmar Companies 
Law, Directors of the subsidiary have 
disclosed their interests in shares and 
securities in the said subsidiary and related 
companies and also their interests in 
contracts and other arrangements with the 
said company.

Directors’ Declarations in terms 
of paragraph 7(3) of the Finance 
Companies (Corporate Governance) 
Direction No. 03 of 2008

The Chairman and the Directors of the 
Company have made declarations as 
per the requirements in Section 7 (3) 
of the Finance Companies (Corporate 
Governance) Direction No. 03 of 2008 
(as amended), that there is no financial, 
business, family or other material/relevant 
relationship(s) between the Chairman and 
the Managing Director and/or amongst the 
members of the Board.

Name of Director Applicable Article 
of the Articles of 
Association/Section 
of the Companies Act

Other information

Mrs Yogadinusha 
Bhaskaran

Articles 85 and 86 According to Articles 85 and 86, the Directors to retire by rotation at the Annual General 
Meeting are those who (being subject to retirement by rotation) have been longest in office 
since their last election or appointment.

If one-third of the Directors eligible for retirement by rotation is not a multiple of three, 
the number nearest to (but not greater than) one-third shall retire from office. As per 
the Articles, in calculating the said number, Executive Directors and Directors who were 
appointed to fill casual vacancies and as additional Directors are excluded. 

Accordingly after excluding the five Executive Directors and the two Directors, who were 
appointed during the year the number of Directors subject to retirement by rotation is 
four and therefore, one Director should retire by rotation. Accordingly, Mrs. Yogadinusha 
Bhaskaran will retire by rotation and offer herself for re-election at the forthcoming Annual 
General Meeting. 
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Name of Director Applicable Article 
of the Articles of 
Association/Section 
of the Companies Act

Other information

Mr G A R D 
Prasanna

Ms Yanika 
Amarasekera

Article 92 According to Article 92, any Director appointed during the year shall hold office only until 
the next Annual General Meeting and shall then be eligible for re-election. Mr. G A R D 
Prasanna and Ms. Yanika Amarasekera being Directors appointed since the last Annual 
General Meeting retire at this Annual General Meeting in terms of Article 92 and being 
eligible are recommended by the Directors for re-election by the shareholders. 

Mr. J A S S Adhihetty Section 211 of the 
Companies Act

Mr. J A S S Adhihetty, who holds the position of Managing Director of the Company, 
attained the age of 70 years on 4th July 2020. The Board at its meeting held on 27th April 
2022, having considered the Finance Business Act Directions No.05 of 2020 and the 
approval granted by the Monetary Board on 28th June 2021, for an extension of office for a  
period of one year from 4th July 2021, resolved to seek the prior approval of the Monetary 
Board for a further extension vis-à-vis Mr. Adhihetty.

In terms of Section 210 of the Companies Act, Mr. Adhihetty vacates office at the 
conclusion of the next Annual General Meeting. 

In line with the Board’s decision to seek an extension of time period for Mr. Adhihetty in 
terms of the aforesaid Directions No. 05 of 2020 and the Company’s application for the 
requisite regulatory approval in terms of the said Directions No. 05 of 2020 and 	
Finance Business Act Direction No. 06 of 2021, the Board further resolved to place a 
resolution before the shareholders at the forthcoming Annual General Meeting in terms 
of Section 211 of the Companies Act seeking the approval of the shareholders for the 
re-appointment of Mr. Adhihetty specially declaring that the age limit referred to in Section 
210 of the Companies Act shall not apply to Mr. Adhihetty, which will be effective only if 
the Company receives the requisite regulatory approvals in terms of the said Direction. 
Additionally, the approval of the shareholders is sought for the aforesaid Resolution in 
compliance with the Guidelines attached to the said Direction No. 05 of 2020, with respect 
to determining the fitness and propriety of Directors beyond the age of 70 years upto a 
maximum of 75 years.

RELATED PARTY TRANSACTIONS 
WITH THE COMPANY

The Directors have also disclosed 
transactions, if any, that could be classified 
as related party transactions in terms 
of LKAS 24 and abstained from voting 
on matters which they were materially 
interested.

With effect from 1st January 2016, all 
proposed non-recurrent related party 
transactions have been placed before 
the Related Party Transactions Review 
Committee formed under the Listing Rules 

of the Colombo Stock Exchange, for its 
review and recommendations.

The aggregate value of transactions of 
related parties (as defined in LKAS 24 
– ‘Related Parties Disclosure’) with the 
Company are set out in Note 6.1 to the 
Financial Statements on pages 416 to 419.

The Board confirms that the Company 
has not engaged in transactions with any 
related party in a manner that would grant 
such party ‘more favorable treatment’ than 
that accorded to other similar constituents 
of the Company.

The Directors declare that the Company is 
in compliance with Section 9 of the Listing 
Rules of the Colombo Stock Exchange 
pertaining to Related Party Transactions 
during the financial year ended 31st March 
2022.

DIRECTORS’ REMUNERATION

The remuneration of Directors of the 
Company and its subsidiaries is disclosed 
under key management personnel 
compensation in Note 6.1.1 to the Financial 
Statements on page 416.
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RELEVANT INTERESTS OF DIRECTORS’ IN SHARES

The Directors shareholding and the relevant interests of Directors in the shares of the 
Company as at 31st March 2022 and 31st March 2021 are as follows;

Shareholding as at
31st March 2022

Shareholding as at
31st March 2021

Mr G A R D Prasanna - -
Mr. M A J W Jayasekara - -
Mr. Dhammika Perera - -
Mr. J A S S Adhihetty 424,480 424,480
Mr. N Udage 1,816,540 1,616,540
Mr. B D A Perera - -
Mr. R S Yatawara 8,593 7,620
Mrs. Yogadinusha Bhaskaran - -
Mrs. Ashwini Natesan - -
Mr. Dharmadasa Rangalle - -
Ms Yanika Amarasekera

Mr. Dhammika Perera is the major 
shareholder of Vallibel One PLC, which 
holds 286,729,600 shares constituting 
51.75% of the shares representing the 
stated capital of the Company.

Vallibel One PLC is also the holding 
company of Royal Ceramics Lanka 
PLC which holds 144,492,928 shares 
constituting 26.08% of the shares 
representing the stated capital of the 
Company.

Mr. Dhammika Perera and Mr. J A S S 
Adhihetty are Directors of Vallibel One PLC, 
where they serve as Chairman/Managing 
Director and Non- Executive Director 
respectively.

Mrs. Yogadinusha Bhaskaran is the Chief 
Executive Officer of Vallibel One PLC.

Mr. Dhammika Perera, also serves as the 
Chairman of Royal Ceramics Lanka PLC.

DIRECTORS’ INTERESTS IN 
DEBENTURES
Except for 15,000 Subordinated, 
Unsecured, Listed, Redeemable Rated 
Debentures held by Mrs.Anandhiy K 
Gunawardhana who ceased to be a 
Director on 28th February 2022, no 
debentures were registered in the name of 
any Director during the year under review.

BOARD SUBCOMMITTEES
The Board of Directors of the Company 
has formed five Committees in compliance 
with the Finance Companies (Corporate 
Governance) Direction No. 03 of 2008 

(as amended), Listing Rules of the 
Colombo Stock Exchange and as per 
the Recommended Best Practices on 
Corporate Governance.

They are the Audit Committee, 
Remuneration Committee  
(re-named as the Human Resources and 
Remuneration Committee with effect 
from 16th March 2022), Integrated Risk 
Management Committee, Related Party 
Transactions Review Committee and the 
Nomination Committee.

The composition of the said Committees as 
at the reporting date is as follows:

Audit Committee
Mrs . Yogadinusha Bhaskaran - – 
Chairperson/Non-Executive Director 
Mr. M A J W Jayasekara  
- Independent Non-Executive Director
Mrs. Ashwini Natesan  
- Independent Non-Executive Director
The Report of the Audit Committee 
appears on pages 254.

Integrated Risk Management 
Committee (IRMC)
Mr. M A J W Jayasekara  
– Chairman/Independent  
Non-Executive Director 
Mrs. Dinusha Bhaskaran  
- Non-Executive Director
Mrs. Ashwini Natesan  
- Independent Non-Executive Director
Mr. J A S S Adhihetty  
– Managing Director

Mr. Niroshan Udage  
– Deputy Managing Director 
Mr. B D A Perera  
– Executive Director – Asset Management
Mr. R S Yatawara  
– Executive Director
Mr. Bimal Perera 
DGM- Strategy and Digital Finance
Mr. Malith Hewage  
– Chief Financial Officer
Mrs Deshika Yatawara  
- Chief Manager - Treasury
Mr. Leonard Perera – 
 Compliance Officer 
Mrs. Waruni Perera  
– Senior Manager - Risk Management

The Report of the IRMC appears on  
page 257

Human Resources and Remuneration 
committee
Mr. M A J W Jayasekara  
– Chairman/ Independent  
Non-Executive Director
Mr. G A R D Prasanna  
- Non-Executive Director 
Ms . Yanika Amarasekera  
– Independent Non-Executive Director

The Report of the Human Resources and 
Remuneration Committee appears on page 
252.

Related Party Transactions Review 
Committee (RPTRC)
Mrs. Ashwini Natesan  
– Chairperson/ Independent  
Non-Executive Director
Mr. M A J W Jayasekara  
- Independent Non-Executive Director 
Mr. Dharmadasa Rangalle  
- Non-Executive Director 

The Report of the RPTRC appears on page 
260.

Nomination Committee
Mr. M A J W Jayasekara  
– Chairman  
– Independent Non-Executive Director

Mr. G A R D Prasanna  
– Non-Executive Director

Mrs. Ashwini Natesan  
– Independent Non-Executive Director

The Report of the Nomination Committee 
appears on page 253.
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ANNUAL REPORT OF THE BOARD OF DIRECTORS  
ON THE AFFAIRS OF THE COMPANY

STATED CAPITAL AND DEBENTURES
The Stated Capital of the Company 
as at 31st March 2022 was Rs. 
838,282,159/-represented by 554,057,136 
ordinary shares. There were no changes in 
the Stated Capital of the Company during the 
year. 

The details of the debentures in issue as at 
31st March 2022 are set out in Note 4.29 to 
the Financial Statements on page 383.

SHARE INFORMATION AND 
SUBSTANTIAL SHAREHOLDINGS

Shareholders
There were 5,127 shareholders registered as 
at 31st March 2022 (3,590 shareholders as at 
31st March 2021). 

Distribution schedule of shareholders, 
major shareholders, public holding and 
ratios and market price information
Information as required by the Listing 
Rules on distribution of shareholding with 
the respective percentages, twenty largest 
shareholders, public holding and ratios and 
market price of shares are set out on pages 
142, 145 and 146 under Financial Review.

Ratios and market prices of debentures
Interest rate of comparable government 
securities, ratios and market prices of the 
debentures issued by the Company, as 
required by the Listing Rules are set out on 
page 147.

During the year under review, there were 
no changes in the credit rating for the 
Company and/or the Debentures issued by 
the Company Please refer page 244 of this 
Report under the title ‘General’ regarding the 
credit rating.

DIVIDENDS
The Company paid an interim dividend of Rs. 
3/- per share for the year under review out of 
the profits of the Company.

The Directors have recommended a 
final dividend of Rs.2/- per share for the 
year under review on the shares in issue 
of 554,057,136 to be approved by the 
shareholders at the forthcoming Annual 
General Meeting. 

As required by Section 56 of the Companies 
Act, the Directors have certified that they are 
satisfied that the Company will, immediately 
after the said distribution is made, satisfy 

the solvency test in accordance with the 
Companies Act and subsequent to such 
declaration, the Directors have obtained the 
Auditors certificate of solvency thereon.

In compliance with Finance Companies 
Guideline No. 01 of 2013, the Company 
has obtained the approval of the Director, 
Department of Supervision of Non-Bank 
Financial Institutions of the Central Bank of 
Sri Lanka for the proposed final dividend. 

The said final dividend will, subject to 
approval by the shareholders, be payable 
on 8th July 2022 (to those shareholders 
who have provided accurate dividend 
disposal instructions, by way of direct credit 
to their respective Bank Accounts, through 
SLIPS) and on 22nd July, 2022 (to those 
shareholders whose payments are to be 
made by way of cheques).

Property plant & equipment and 
significant changes in fixed assets/
market value of land/fair value of 
investment property
The details of Property, Plant and Equipment 
are given in Notes 4.24 of the Financial 
Statements. 

The land and buildings owned by the 
Company all of which are classified 
under property, plant and equipment are 
recorded at cost The land and buildings 
of the subsidiary. Multi Finance PLC are 
investment properties and recorded at the 
fair value. Details of those properties and 
their market values as at 31st March 2022 
as per valuations conducted by H V Manjula 
Basnayake an Independent Valuer are set 
out in Note 4.24.9 and 4.25.1 to the Financial 
Statements on pages 373 and 375.

HUMAN RESOURCES
The Company’s employment policy is 
totally non-discriminatory which respects 
individuals and provides career opportunities 
irrespective of the gender race or religion.

As at 31st March 2022, the Company had 
3,806 employees (3,560 employees as at 31st 
March 2021).

Material issues pertaining to 
employees and industrial relations 
pertaining to the Company
No material issues pertaining to employees 
or industrial relations of the Company 
occurred during the year under review which 
required disclosure under Rule 7.6 (vii) of the 
Listing Rules.

Employee share option schemes/
employee share purchase schemes
The Company has not implemented any 
Share Option/Share Purchase Schemes for 
its employees.

DONATIONS
During the year under review the Company 
made donations to the value of Rs. 7.95 Mn.

AUDITORS
Messrs Ernst & Young, Chartered 
Accountants served as the Independent 
Auditors during the year under review and 
also provided audit related services and 
permitted non-audit/consultancy services.

The Auditors of the subsidiary company,  
L B Microfinance Myanmar Company Ltd is 
UTW (Myanmar) Limited, a Member of Ernst 
& Young Global Limited. The Auditors of Multi 
Finance PLC are Messers KPMG Chartered 
Accountants.

A total amount of Rs. 8,568,528/- is payable 
by the Company to the Auditors for the year 
under review comprising Rs. 3,865,795/- as 
Audit Fees, and 2,217,734/- as audit related 
fees and expenses and Rs 2,485,000/-` for 
non-audit services. The amounts payable to 
the Auditors of the subsidiary companies, 
LB Microfinance Myanmar Company Limited 
and Multi Finance PLC for the year under 
review are Rs. 3,906,795/- and Rs. 1,472,000/- 
respectiely.

The Auditors of the Company have 
expressed their willingness to continue in 
office. The Audit Committee at a meeting 
held on 11th May 2022 recommended 
that they be re-appointed as Auditors. A 
resolution to re-appoint the Auditors and to 
authorise the Directors to determine their 
remuneration will be proposed at the Annual 
General Meeting.

RISK MANAGEMENT AND INTERNAL 
CONTROL
An ongoing process is in place to identify 
and manage the risks that are associated 
with the business and operations of 
the Company. The Directors review this 
process through the Audit Committee 
and the Integrated Risk Management 
Committee. Specific steps taken by the 
Company to manage the Risks are detailed 
in the section on Risk Management on 
pages 394 to 415.

Directors’ statement on Internal Controls 
over Financial Reporting is on page 298.
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MATERIAL FORESEEABLE RISK 
FACTORS
Material Foreseeable Risk Factors as 
applicable to the business operations of 
the Company and subsidiaries are set 
out in Notes 5.1 to 5.6 to the Financial 
Statements.

APPRAISAL OF BOARD 
PERFORMANCE
A scheme of self-assessment is undertaken 
annually by each Director in conformity 
with the Section 2 (8) of the Finance 
Companies (Corporate Governance) 
Direction No. 03 of 2008 by answering 
a self-assessment questionnaire. The 
responses are collated by the Company 
Secretary, which are submitted to the 
Board for discussion and further evaluated 
by the Board.

The Board also carried out an annual self-
evaluation of its own performance and that 
of the Sub-Committees to ensure that they 
discharge their duties and responsibilities 
satisfactorily in terms of the Companies 
Act No. 07 of 2007, Finance Companies 
(Corporate Governance) Direction No. 03 
of 2008, Listing Rules of the Colombo Stock 
Exchange and Best Practices on Corporate 
Governance. 

Board and sub-committee evaluations for 
the year under review were discussed at 
the Board Meeting held in the month of 
May 2022.

CORPORATE GOVERNANCE
The Board of Directors is responsible for 
the governance of the Company.

The Board has placed considerable 
emphasis on developing rules, structures 
and processes to ensure integrity and 
transparency in all of Company’s dealings 
and on making the best effort in achieving 
performance and quality profits. The Board 
has continuously refined the structure and 
systems to ensure governance on the lines 
as defined, being aware all the time that it 
is accountable to the stakeholders and to 
the general public.

The Report on Corporate Governance on 
pages 224 to 243 describes the application 
of the Corporate Governance practices 
within the Company during the year under 
review.

COMPLIANCE WITH LAWS AND 
REGULATIONS
The Compliance Officer independently 
monitors adherence with all applicable 
laws, regulations and statutory 
requirements and reports to the Board, the 
Audit Committee and the Integrated Risk 
Management Committee.

STATUTORY PAYMENTS
The Directors confirm that, to the best of 
their knowledge, all taxes, duties and levies 
payable by the Company, all contributions, 
levies and taxes payable on behalf of and 
in respect of employees of the Company 
and all other known statutory dues as were 
due and payable by the Company as at the 
reporting date have been paid or where 
relevant provided for, except for certain 
assessments where appeals have been 
lodged.

ENVIRONMENTAL PROTECTION
The Company has not engaged in any 
activity that is harmful or hazardous to 
the environment. Measures taken by the 
Company on environmental protection are 
given in the report on Natural Capital on 
page 212.

OUTSTANDING LITIGATION
In the opinion of the Directors and 
Company’s Lawyers, pending litigation by 
and against the Company will not have a 
material impact on the financial position of 
the Company or its future operations.

CONTINGENT LIABILITIES
Except as disclosed in Note 6.5 to the 
Financial Statements, there were no 
material contingent liabilities as at the 
reporting date.

EVENTS AFTER THE REPORTING 
DATE
Except for matters disclosed in Note 6.9 
to the Financial Statements, there are 
no material events as at the date of the 
Auditor’s Report which require adjustment 
to or disclosure in the Financial Statements.

GOING CONCERN
The Board of Directors has reviewed the 
Company’s corporate/business plans and 
is satisfied that the Company has adequate 
resources to continue its operations in the 
foreseeable future. Accordingly, the Financial 
Statements of the Company are prepared 
based on the going concern concept.

ANNUAL GENERAL MEETING
The Notice of the Forty Ninth (49th) Annual 
General Meeting appears on page 440. 

In view of the situation prevailing in the 
country, the Board has decided to hold the 
Annual General Meeting of the Company 
as a Hybrid Meeting (hybrid of physical and 
electronic means) in line with the guidelines 
issued by the Colombo Stock Exchange for 
the conducting of Hybrid AGMs and on the 
assumption that no curfew will be in force on 
the date of the AGM and that there would be 
no restrictions imposed by the authorities on 
travel and/or conducting of meetings.

Shareholders are advised to refer to the 
Circular to Shareholders dated 7th June 2022 
for further instructions in this regard.

ACKNOWLEDGEMENT OF THE 
CONTENT OF THE REPORT
As required by section 168 (1) (k) of the 
Companies Act, this Report is signed on 
behalf of the Board of the Company by 
two Directors and the Secretaries of the 
Company in pursuance of the authority 
granted by the Board by a Resolution passed 
on 7th June 2022 having acknowledged the 
contents of this Annual Report.

Signed on behalf of the Board by

G A R D Prasanna
Chairman

Sumith Adhihetty
Managing Director

P W Corporate Secretarial (Pvt) Ltd
Secretaries

7 June 2020
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HUMAN RESOURCES AND REMUNERATION  
COMMITTEE REPORT

COMPOSITION OF THE COMMITTEE 

Committee 
member

Status

Mr. Ashane 
Jayasekara

Chairman/
Independent Non-
Executive Director 
(ceased with effect from 
17th December 2021 
and re-appointed to the 
Committee on 16th March 
2022)  

Mrs. Anandhiy 
Gunawardhana

Independent Non-
Executive Director 
(ceased with effect from 
28th February 2022)

Mrs. Yogadinusha 
Bhaskaran

Non-Executive 
Director (ceased with 
effect from 16th March 
2022)

Mrs Ashwini 
Natesan

Independent Non-
Executive Director 
(Chairperson  from 17th 
December 2021 to 16th 
March 2022)

Mr G A R D 
Prasanna

Non-Executive 
Director (appointed on 
16th March 2022)

Ms Yanika 
Amarasekera

Independent Non-
Executive Director 
(appointed on 16th March 
2022)

ATTENDANCE AT MEETINGS HELD 
DURING THE YEAR

Committee member Attendance

Mr. Ashane Jayasekara 3/3

Mrs. Anandhiy 
Gunawardhana  
(ceased with effect from 28th 
February 2022)

2/2

Mrs. Yogadinusha 
Bhaskaran 
(ceased with effect from 16th March  
2022)

2/2

Mr G A R D Prasanna 
(appointed on 16th March 2022)

1/1

Ms Yanika Amarasekera 
(appointed on 16th March 2022)

1/1

Mrs Ashwini Natesan (from 
17th December 2021 to 16th March 
2022)

-

The Company Secretary functions as the Secretary to 
the Committee.

Aligning remuneration with performance, and making 
continued progress towards ensuring a high performing 
culture in line with the Company’s values

Ashane Jayasekara
Chairman - Remuneration Committee

The Managing Director and the Executive 
Directors attend meetings of the Committee 
by invitation and provide relevant information 
and their views to the Committee for its 
deliberations, except when the Executive 
Directors’ own remuneration packages and 
other matters relating to them are discussed. 
The Company Secretary functions as the 
Secretary to the Remuneration Committee.

REGULATIONS/RULES RELEVANT TO 
THE FUNCTIONS OF THE COMMITTEE
The Remuneration Committee was formed 
by the Board in compliance with Rule 7.10.5 
of the Listing Rules of the Colombo Stock 
Exchange and its composition and functions 
are in conformity with the Listing Rules.  Upon 
re-constitution of the Committee on 16th March 
2022, it was re-named as Human Resource and 
Remuneration Committee in line with Directions 
10.1 and 10.5 of the Finance Business Act, 
Directions No.05 of 2021.

FUNCTIONS
The functions of the Committee include the 
following 

»	 To make recommendations to the Board on 
the Remuneration Policy of the Company. 

»	 To make recommendations on the 
compensation and benefits of the Managing 
Director and Executive Directors. 

»	 To oversee any major changes in the 
employee remuneration and benefit 
structures throughout the Company, to 
consider and examine such matters as it 
considers appropriate. 

»	 To make recommendations on other related 
matters referred to the Committee by the 
Board of Directors.

ACTIVITIES DURING THE YEAR
The Committee met thrice during the year, 
where it reviewed and made recommendations 
to the Board on bonus payments to Executive 
Directors and reviewed the Terms of Reference 
of the Committee.

POLICIES AND PROCEDURES
Remunerations committee operates within the 
terms of reference as approved by the Board. 

As per the said terms of reference, the 
Committee shall consist of not less than three 

(3) members, comprising exclusively of non-
executive directors, a majority of whom shall be 
independent. 

The Committee shall meet at least twice in a 
financial year and additional meetings may be 
called at any time at the Chairman’s discretion or 
by a member in consultation with the Chairman. 

As required by the said terms of reference, 
Committee reviewed the revised terms of 
reference in April 2021, and having assessed 
the adequacy thereof, noted that no revisions 
/ amendments were necessary to the said 
terms of reference.  Consequent to the Finance 
Business Act Directions No.05 of 2021, the 
Committee reviewed the requirement to amend 
the terms of reference in line with the said 
Directions and decided to present a revised 
version to the Board of Directors.

REMUNERATION POLICY
The primary objective of the Remuneration 
Policy of the Company is to align remuneration 
with performance, whilst ensuring that the 
Company is able to attract and retain employees 
critical to deliver the Company’s strategy and 
to make continued progress towards ensuring 
a high performing culture in line with the 
Company’s values. 

Through the Remuneration Policy, the Company 
endeavors to encourage an entrepreneurial 
mindset by creating a working environment 
that motivates high performance so that all 
employees can positively and ethically contribute 
to the strategy, vision and goals of the Company 
while upholding its values.

DIRECTORS’ REMUNERATION
The total amount paid as Directors’ 
remuneration during the year under review is 
set out in Note 6.1.1 to the Financial Statements, 
which is in line with the Policy for Directors’ 
Remuneration adopted by the Board on 17th 
February 2021.

Ashane Jayasekara
Chairman Remuneration Committee

18 May 2022
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NOMINATION COMMITTEE REPORT

COMPOSITION OF THE COMMITTEE 

Committee 
member

Status

Mr. Ashane 
Jayasekara 

Chairman/ 
Independent Non-
Executive Director

Mrs. Anandhiy 
Gunawardhana

Independent Non- 
Executive Director 
(ceased w.e.f. 28th 
February 2022)

Mr Sumith 
Adhihetty 

Managing Director 
(ceased w.e.f. 16th 
March 2022)

Mr G A R D 
Prasanna

Non-Executive 
Director (appointed 
w.e.f. 16th March 
2022)

Mrs Ashwini 
Natesan

Independent Non-
Executive Director 
(appointed w.e.f. 
16th March 2022)

ATTENDANCE AT MEETINGS HELD 
DURING THE YEAR

Committee member Attendance

Mr. Ashane Jayasekara 6/6

Mrs. Anandhiy 
Gunawardhana 
(ceased w.e.f. 28th 
February 2022) 

6/6

Mr Sumith Adhihetty 
(ceased w.e.f. 16th March 
2022)	  

6/6

Mr G A R D Prasanna 
(appointed w.e.f. 16th 
March 2022)

-

Mrs Ashwini Natesan 
(appointed w.e.f. 16th 
March 2022)

-

The Company Secretary functions as the Secretary to 
the Committee.

Assessing whether the balance of skills, experience, 
knowledge and independence is appropriate to enable the 
Board to operate effectively.

Ashane Jayasekara
Chairman – Nomination Committee

FUNCTIONS

The functions of the Nomination Committee 
include:
»	 To regularly review the structure, size, 

composition and competencies of the 
Board, the requirement of additional/ new 
expertise and the succession arrangements 
for retiring Directors and make 
recommendations to the Board with regard 
to any structural changes in the Board.

»	 To consider the making of any 
appointments to the Board and to provide 
advice and recommendations to the Board 
on such appointments;

»	 To ensure that Directors are fit and proper 
persons to hold office as per the criteria set 
out in the Directions issued by the Central 
Bank of Sri Lanka and the relevant Statutes;

»	 To evaluate and recommend the 
appointment, promotion, extension, 
transfer and re-designation of the 
Managing Director and Executive Directors.

»	 To recommend Directors who are retiring 
by rotation to be placed before the 
shareholders, for re-election.

»	 To oversee and review the Board’s 
succession plan.

»	 To consider and examine such matters as it 
considers appropriate.

»	 To make recommendations on other 
related matters referred to the Committee 
by the Board of Directors.

ACTIVITIES DURING THE YEAR

The Committee met six  times during the 
year to deliberate on re-election of Directors 
retiring at the Annual General Meeting, 
recommendation on seeking an extension 
of period of office of the Managing Director 
beyond the age limit of 70 years in terms  
of the Finance Business Act Directions 
05 of 2020, succession planning for key 
management personnel, to review and 
make its  recommendations on a revised 
organizational chart, appointment of two 
Directors and recommendations for the 
appointment of Chairman and Senior 
Director. The Committee’s deliberations on 
the appointment of a Senior Director due 

to the non-independence of the Chairman 
designate and the decision thereon, was  
reached, without the participation of Mr 
Ashane Jayasekara, the Chairman of the 
Committee.

Additionally, the Committee reviewed the 
structure and composition of the Board and 
recommended the requirement of additional/
new expertise on the Board and also 
discussed the succession arrangements for 
retiring Directors

Based on the Committee’s recommendations, 
extension of the period of office of the 
Managing Director, addition of two new 
Board Members and the appointment of 
Chairman and Senior Director  were approved 
by the Board  subject to the requisite 
regulatory approvals.  Further the Board also 
approved revised organisational structure as 
recommended by the Committee. 

POLICIES AND PROCEDURES

The Nomination Committee operates within 
the terms of reference as approved by the 
Board. As per the said terms of reference, the 
Committee shall be constituted with Non-
Executive Directors, majority of whom may 
preferably be Independent Non-Executive 
Directors.

The Committee shall meet at least twice in a 
financial year and additional meetings may be 
called at any time at the Chairman’s discretion 
or by a member in consultation with the 
Chairman.

As required by the said terms of reference, 
the Committee reviewed the revised terms 
of reference in May 2022, incorporating the 
changes necessitated by Direction No.10.4 of 
Finance Business Act Directions 05 of 2021.

Ashane Jayasekara
Chairman Nomination Committee

18 May 2022

REGULATIONS/RULES RELEVANT TO 
THE FUNCTIONS OF THE COMMITTEE

The Nomination Committee was formed in 
line with the Best Practices on Corporate

Governance and the present composition of 
the Committee is in line with Direction 10.4 
of Finance Business Act Directions No.05 of 
2021.
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BOARD AUDIT COMMITTEE REPORT

At a time of an unprecedented social and economic challengers in nature, the committee has ensured that our 
core responsibilities are liquidated with due care by assuring consistency of internal control framework and 
compliance to regulators are met to warrant the integrity of the financial reporting process.

Mrs. Yogadinusha Bhaskaran
Chairperson - Audit Committee

COMPOSITION OF THE COMMITTEE 

During the year, the Board Audit Committee consisted of three Non-Executive Directors, 
a majority of whom are independent, in line with the composition requirements specified 
by the regulators. The Board is satisfied that the current members of the Committee are 
competent in financial matters and have recent and relevant experience.

Board member Board status

Mrs. Yogadinusha Bhaskaran Non-Executive Director

Mrs. Anandhiy K Gunawardhan * Independent Non-Executive Director

Mr. Ashane Jayasekara Independent Non-Executive Director

Mrs. Ashwini Natesan ** Independent Non-Executive Director

* Retired w.e.f. 03.01.2022	 ** Appointed to BAC w.e.f. 01.03.2022

The Managing Director, Deputy Managing Director, Executive Directors and the senior 
management of LBF including Chief Internal Auditor and Chief Financial Officer attended 
the meetings by invitation. The members of the management team and the Company’s 
External Auditor, Messrs. Ernst & Young were invited to participate at the meetings as and 
when required.

P W Corporate Secretarial (Pvt) Ltd acted as Secretary to the Committee, the proceedings 
of which were periodically reported to the Board.

The profiles of the Audit Committee members are given on pages 254 to 256.

MEETING ATTENDANCE

Board member Attendance 

Mrs. Yogadinusha Bhaskaran   13/13

Mrs. Anandhiy K Gunawardhana 12/12

Mr. Ashane Jayasekara 13/13

Mrs. Ashwini Natesan 1/1

COMMITTEE RESPONSIBILITIES

»	 The Audit Committee is set up primarily 
to assist the Board in carrying out its 
overall independent oversight functions 
in relation to the accuracy and integrity 
of the financial statements, internal 
control systems and compliance with 
Company policies, legal and regulatory 

requirements. This is done to safeguard 
the interests of shareholders, depositors 
and other stakeholders.

»	 The Committee is vested with the 
responsibility for supervision to ensure 
the effectiveness of the system of 
internal controls, financial reporting, 
internal audit function, risk management, 

compliance with laws, regulations 
and directions of the CBSL and other 
regulators, as well as the adequacy and 
effectiveness of the governance process 
of the organization.

»	 The Committee shall exercise its 
independent oversight on internal 
and external assurance functions and 
ensure both internal and external 
auditors’ independence, objectivity and 
the effectiveness of the audit process, 
taking in to consideration relevant Sri 
Lankan professional and regulatory 
requirements.

»	 The Audit Committee shall ensure that 
the company adopts and adheres to 
highest-level of standards in corporate 
governance practices, prime ethical 
standards and industry best practices in 
the best interest of all stakeholders

»	 Reviewing of the internal audit reports 
and steps shall be taken liaising with the 
senior management of LBF to ensure 
that precautionary measures are taken 
to mitigate the risk that could arise 
due to reported control weaknesses, 
procedure violations, frauds and errors.

»	 The Committee is provided with 
sufficient resources to perform its duties 
including support, as necessary, from the 
Internal Audit Department, the external 
auditor, legal counsel and management 
in examining all matters relating to 
the Company’s adopted accounting 
principles and practices, and in reviewing 
all material financial, operational and 
compliance controls.
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COMMITTEE ACTIVITIES DURING 
THE FINANCIAL YEAR

Audit committee charter

The fundamental role of the Audit 
Committee is to assist the board in 
supporting its oversight responsibilities in 
the areas of internal and external audit, 
internal financial controls and financial 
reporting. The Board approved Charter of 
the Audit Committee clearly defines the 
Terms ofReference of the Committee. The 
Charter is reviewed annually, to ensure new 
developments to the Committee’s functions 
and concerns are catered to. The Audit 
Committee Charter was last reviewed and 
approved by the Board of Directors in  
June 2021.

Financial reporting system

The Committee assisted the Board of 
Directors in the discharge of its duties by 
reviewing the financial reporting system 
adopted by the Company. The Committee 
satisfied itself that accounting policies, 
practices and internal controls in place are 
adequate to provide reasonable assurance 
that the financial reporting system is 
effective and efficient to provide reliable 
and timely information. The Committee 
discharged its duties with particular 
reference to the following:

»	 The preparation, presentation and 
adequacy of the disclosures in the 
Company’s annual and interim financial 
statements in accordance with Sri Lanka 
accounting standards, regulatory and 
statutory requirements applicable to LBF;

»	 The rationale and basis for the ‘significant 
estimates and judgments’ underlying the 
financial statements; 

»	 The systems and procedures in place 
to ensure that all transactions are 
accurately recorded in the books of 
accounts; and

»	 The effectiveness of the financial 
reporting system/s including the 
management accounts to ensure 
reliability of the information provided to 
the Board and other stakeholders of the 
Company.

»	 The annual and the quarterly financial 
statements has been reviewed and 
recommended for the approval of the 
Board. 

»	 The Committee focused special attention 
on the assessment of adequacy of 
provision for Expected Credit Loss (ECL)
recognized in the financial statements 
by factoring the potential implications of 
the current economic condition of the 
country, COVID-19 pandemic and the 
moratorium schemes introduced by the 
government to support the recovery of 
the economy.

Regulatory compliance

Regulatory compliance is a priority. 
Mechanisms to ensure timely and effective 
implementation of regulatory requirements 
are necessary to safeguard the interests 
of all stakeholders. Process owners are 
responsible for compliance with regulations 
as part of their standard operating 
procedure.

The Compliance Officer reviews and 
reports on any gaps or areas of non- 
compliance to the Audit Committee. It 
is also the mandate of the Compliance 
Officer to disseminate new regulatory 
requirements and update policies and 
procedure manuals to incorporate 
such requirements. The reports of the 
Compliance Officer are also periodically 
submitted to the Board.

A process has been set up to obtain 
periodic confirmations from the senior 
management regarding compliance with 
the statutory and regulatory requirements 
through the compliance function. The 
Committee also obtains assurance from 
internal auditors on several key regulatory 
compliance of the Company, in line with 
their respective internal audit programmes.

A process is in place to establish new 
procedures / processes, or amending 
the existing, to facilitate new statutory 
/ or regulatory requirements come in 
to effect. The compliance officer agrees 
on internal timelines with the respective 
process owners when a significant change 
in people, processes or systems are 
effected as a result of new regulations. 

Major directions issued by CBSL during the 
year namely, direction no. 05 of 2021 on 
Corporate Governance and direction no. 01 
of 2022 on Technology Risk Management 
and Resilience have been followed 
up by the Compliance Officer and the 
implementation status is regularly reviewed 
by the committee at the monthly meetings. 

In addition, committee has followed the 
remediation status of the CBSL on-site 
examination observations at the monthly 
meetings to ensure the completion of 
requirements within the agreed timelines.

Internal Audit

A fully-fledged Internal Audit Department is 
in place to provide independent assurance 
to the Committee in discharging its 
duties. The Committee ensures that the 
internal audit function is independent of 
the activities it audits and it possesses 
proficiency and exercises due professional 
care. The Board approved procedure 
manual for Internal Audit Department is 
in place to reflect current practices of the 
Internal Audit Department. The procedure 
manual was last reviewed and approved by 
the Board in June 2021.

The annual internal audit plan is reviewed 
by the Committee before commencement 
of the financial year and assesses the 
adequacy of resources for the department 
to provide uninterrupted assurance 
service. The Committee has reviewed the 
performance of the chief internal auditor 
for the period.

The Committee reviewed the efficacy of the 
internal control system and compliance 
with regulatory requirements and also the 
Company’s accounting and operational 
policies through the internal audit 
function. Prior to the commencement 
of audits, the scope of audit is reviewed 
by the Committee which recommends 
amendments where necessary, prior to 
approval. Control weaknesses highlighted 
in the internal audit reports are critically 
examined by the Committee. Follow-up 
action taken by the management on the 
audit recommendations are also reviewed. 
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The Committee recommends re-audits 
of certain processes where necessary, 
to ensure effectiveness of the internal 
controls.

The Committee paid high level attention 
on the company’s information systems and 
its supporting technology infrastructure to 
ascertain the adequacy of internal controls 
and effectiveness and efficiency of such 
investments are fulfilled while ensuring 
the confidentiality, integrity and availability 
of the processes supports for financial 
reporting. The IS Audit team independently 
assessed the level of confidence in line 
with industry standards such as ISO 
27001:2013, COBIT, NIST, CIS etc., and 
other statutory/ regulatory directions to 
provide assurance at the monthly Audit 
Committee meetings. 

The Committee retained the services of 
Messrs. KPMG Sri Lanka to supplement the 
Internal Audit Department in performing 
branch audits. The representatives of 
Messrs. KPMG Sri Lanka present their audit 
reports to the Committee during their 
monthly meetings.

External Audit

The Committee assisted the Board by 
recommending the appointment of the 
External Auditor in compliance with 
the relevant statutes and regulations. It 
monitors the service period, approves the 
audit fee and any resignation or dismissal 
of the auditor.

The Committee reviewed the 
independence and objectivity of the 
external auditor - Messrs. Ernst & Young, 
Chartered Accountants. The Committee 
together with management reviewed and 
discussed the scope of audit, approach 
and audit plan with Messrs. Ernst & Young, 
prior to the commencement of the audit 
for 2021/22. 

The Auditors were provided with the 
opportunity of meeting the Non-Executive 
Directors twice during the year, without any 
executive officer being present, to ensure 
that the auditors had the unrestricted 
opportunity to discuss and express their 
opinions on any relevant matter. This 
process assured the Committee that the 
management has fully cooperated in 

providing the information and explanations 
requested by the Auditor.

The Committee met the external auditors 
to discuss the management letter 
pertaining to the previous year’s audit 
and the management’s response thereto. 
Follow-up actions were taken to ensure 
that the recommendations contained in the 
management letter were implemented by 
management. 

The Committee reviewed the non-audit 
services provided by the auditor to ensure 
that the provision of these services does 
not impair their independence and 
objectivity. The Committee is satisfied that 
there is no conflict of interests between 
the Company and the Auditor which would 
hinder the independence and objectivity of 
the Auditor. The Policy for obtaining non- 
audit services was reviewed and approved 
in June 2021.

During the year, the Committee evaluated 
the performance of the external auditor. 
The Audit Committee has recommended 
to the Board of Directors that Messrs. 
Ernst & Young, Chartered Accountants, be 
reappointed as the external auditor for 
the financial year ending 31st March 2023, 
subject to the provisions made in new 
corporate governance direction no. 05 of 
2021 and the approval of the shareholders 
at the next annual general meeting.

CORPORATE GOVERNANCE AND 
WHISTLEBLOWING POLICY

The highest standards of corporate 
governance and adherence to the internal 
policies and procedures were ensured 
by the Committee to establish good 
governance within the organisation. The 
requirement of establishing new policies/ 
procedures / and amending the existing 
policies/ procedures due to new corporate 
governance direction no. 05 of 2021 has 
been identified by the committee and 
processes are in place to duly comply the 
requirements. The Committee is satisfied 
with the present corporate governance 
framework of the organisation which 
ensures a balance of power and authority.

The Committee ensures the Whistleblowing 
Policy of the Company is a current, 
active set of measures to which all 

employees/ incidents have recourse. 
There was only one incident reported 
by a whistleblower during the year and 
necessary investigations and actions were 
implemented as per the provisions made 
in the whistle-blowing policy. All employees 
are encouraged to practice whistleblowing 
if they suspect any wrongdoing. Senior 
Management, from time to time conducts 
awareness programs to encourage staff to 
raise genuine concerns. The Compliance 
Officer reports on the whistleblowing 
incidents to the Committee each quarter 
end. The Committee remains committed 
to follow-up on any future complaints/
incidents, should they occur.

TRAINING AND DEVELOPMENT OF 
COMMITTEE MEMBERS

Continuous training and professional 
development have been undertaken by 
committee. Attending virtual and physical 
seminars, conferences, workshops, 
presentations done by internal and 
external officers on the areas such as new 
accounting standards, tax regulations, 
new statutes and directions issued by the 
Central Bank of Sri Lanka.

AUDIT COMMITTEE EFFECTIVENESS

As in the previous years, the effectiveness 
of the Committee was self-evaluated 
by its members and the results were 
presented to the Board. The Committee 
has concluded that its performance was 
effective.

I wish to thank my fellow Committee 
members, Executive Directors and the 
Senior Management for their cooperation 
during the year.

Mrs. Yogadinusha Bhaskaran
Chairperson

18 May 2022
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IR 1.2.6 1.2.7 1.5.6

In an ever-expanding risk universe, the IRMC stays focused on LBF’s organizational resilience, in the presence 
of distinctive risks such credit, market, operational, capital, and liquidity being influenced by both internally and 
externally driven developments.

Adverse geopolitical and macroeconomic risks, as well as new categories of risks, such as cyber, conduct, crime/
corruption, climate, and economic crisis related threats, are being continuously reviewed and addressed on a 
timely manner.

During the year under review the Central Bank of Sri Lanka issued the Finance Companies Direction No. 5 of 
2021 on Corporate Governance. As a measure of prudence, the Committee pre-adopted provisions in relation 
to IRMC which had transitional provision until 1st July 2024. As a result, the Terms of Reference of the amended 
accordingly and the frequency of meetings changed to bi-monthly from previous quarterly meetings.

Ashane Jayasekara
Chairman - Integrated Risk Management Committee

COMPOSITION OF THE COMMITTEE 

Board member Board status

Mr. Ashane Jayasekara Chairman, Independent Non-Executive Director

Mrs. Anandhiy Gunawardhana * Independent Non-Executive Director

Mrs. Yogadinusha Bhaskaran** Non-Executive Director

Mrs. Ashwini Natesan Independent Non-Executive Director

Mr. J A S S Adhihetty Managing Director

Mr. Niroshan Udage Deputy Managing Director

Mr. B D A Perera Executive Director

Mr. Ravindra Yatawara Executive Director

MEETING ATTENDANCE

Board member Attendance 

Mr. Ashane Jayasekara - Chairman, Independent Non-Executive Director 5/5

Mrs. Anandhiy Gunawardhana - Independent Non-Executive Director 3/5

Mrs. Ashwini Natesan - Independent Non-Executive Director 5/5

Mr. J A S S Adhihetty - Managing Director 5/5

Mr. Niroshan Udage - Deputy Managing Director 5/5

Mr. B D A Perera - Executive Director 4/5

Mr. Ravindra Yatawara- Executive Director Excused

The Integrated Risk Management 
Committee (IRMC) is a Board appointed 
committee chaired by an Independent 
Non-Executive Director in compliance 
with the Finance Companies (Corporate 
Governance) Direction No. 3 of 2008 (as 
amended) and the Corporate Governance 
Direction No.5 of 2021 issued by the 
Monetary Board of the Central Bank of Sri 
Lanka.

The Company Secretary functioned as 
the Secretary to the Integrated Risk 
Management Committee up to January 
2022. With the introduction of the 
aforementioned Direction the Senior 
Manager – Risk Management functions 
as the secretary to the Integrated Risk 
Management Committee. The proceedings 
of the Committee were reported regularly 
to the Board.

COMMITTEE RESPONSIBILITIES

The responsibilities of the Integrated Risk 
Management Committee as mandated by 
the Board of Directors are as follows:

1.	 Develop risk appetite through a 
Risk Appetite Statement (RAS), 
which articulates the individual and 
aggregate level and types of risk that 
the Company will accept, or avoid, in 
order to achieve the strategic business 
objectives.
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2.	 Review and approve, at least annually, 
the Company’s overall risk governance 
structure, and the risk management 
policy & procedure. 

3.	 Assess all material risks i.e. credit, 
market, liquidity, operational and 
strategic risk of the Company at least 
once in two months basis through 
appropriate risk indicators and 
management information and make 
recommendations on the risk strategies 
and the risk appetite to the Board

4.	 Monitor and approve, as required, 
the Company’s material strategies, 
frameworks, plans, policies, processes, 
models, limits and regulatory 
requirements in place to govern 
risk-taking that are consistent with 
the risk management strategy and 
the established risk appetite of the 
Company.

5.	 Review the adequacy and effectiveness 
of all management level committees 
such as Credit Committee and the 
Asset-Liability Committee to address 
specific risk and to manage those risks 
within quantitative and qualitative risk 
limits as specified by the Committee.

6.	 Review any issues raised by External 
Auditors or Internal Audit that may 
materially impact the Company’s risk 
management framework or the risk 
management.

7.	 The Committee shall:

a.	 receive reports from management 
concerning capital adequacy, asset 
quality, credit, market, liquidity, 
operational, new and emerging risks 
etc in order to oversee these risks 
and assess their effect on capital 
levels.

b.	 receive reports from management 
concerning resolution of significant 
risk exposures and risk events, 
in order to monitor them and, if 
thought fit, approve them;

8.	 Take prompt corrective action to 
mitigate the effects of specific risk in 
the case such risks are at levels beyond 
the prudent levels, decided by the 
Board on the basis of the Company’s 
policies and regulatory and supervisory 
requirements.

9.	 Assess all aspects of risk management 
including business continuity and 
disaster recovery plans 

10.	Submit a risk assessment report to 
the Board Meeting following the IRMC 
meeting seeking the Board’s view, 
concurrence and /or specific directions. 

11.	Oversee and review the outcomes 
of stress testing of the risk portfolio, 
including both scenario analysis and 
sensitivity analysis for the capital 
adequacy assessment process and 
liquidity adequacy assessment process;

12.	Oversee the reports from management 
regarding the Company’s insurance 
strategy.

13.	Review new product/processes of 
the Company and recommend the 
proposed product processes for Board 
approval.

14.	Oversee management processes to 
ensure adherence to the Company’s 
Risk Management Policy & Procedure.

15.	Review the overall and the individual 
branch level risk reports on a quarterly 
basis. 

16.	Annually assess the performance of the 
compliance officer and the CRO.

COMMITTEE ACTIVITIES DURING 
THE FINANCIAL YEAR

Credit Risk

»	 New Risk limits were introduced to Risk 
Appetite Statement in terms of credit 
concentration risk and related party 
transactions

»	 Reviewed the Credit Scoring 
Methodology and rationale used for 
internal customer credit scoring model 

»	 Local and global macro-economic factors 
were discussed with a view to identify the 
impact of such factors on the Company 
in order to initiate actions in a proactive 
manner.

»	 Reviewed the activities of the Credit 
Committee through the assessment of 
the performance of significant exposures 
against the Company.

»	 Reviewed and approved the 
amendments to the Credit Risk 
Management Framework and Policy.

Capital Adequacy

»	 Initiated to Voluntarily adopt the Internal 
Capital Adequacy Assessment Process 
(ICAAP) under BASEL III accord which is a 
regulatory requirement only for banks. 

Liquidity and Market Risk

»	 Reviewed the Gold Price outlook to 
assess the impact of gold price volatility.

»	 Reviewed the adequacy and effectiveness 
of ALCO activities by assessing the 
asset and liability limits, single borrower 
exposure/single group exposure, single 
depositor exposure/large depositor 
exposure, duration of deposits and 
optimal funding mix.

»	 Reviewed the liquidity position, funding 
pipeline and liquidity management 
strategies of the Company.

»	 Risk Appetite Statement was further 
strengthened with the introduction of 
investment limits. 

»	 Reviewed and approved the Foreign 
Exchange Risk Management Policy 
and Procedure for Foreign Currency 
Borrowings

Information and Cyber Security

»	 Reviewed the adequacy of the existing 
control environment on protecting 
confidential / sensitive information of 
LBF’s customers and recommended 
further preventive measures to 
strengthen the process

»	 Reviewed the gap analysis of Direction 
No. 1 of 2022-Technology Risk 
Management & Resilience and strategies 
to overcome the identified gaps

»	 With the heightened levels of IT 
and cyber risks, separate reporting 
mechanism was introduced to cover IT 
and Cyber Security related risks of the 
Company.



L B Finance PLC  Annual Report 2021/22 259

»	 Reviewed the activities of Information 
Technology Steering Committee (ITSC). 

Operational and Human Resource 
Risks

»	 A formal mechanism for Fraud risk 
assessment was established in order 
to have a anti-fraud culture in the 
organization

»	 Introduction of Branch risk assessment 
process in terms of operational risk.

»	 Reviewed the adequacy of Insurance 
Policies 

»	 Reviewed the Operational Risks 
pertaining to the LB Myanmar subsidiary. 

»	 Reviewed the mechanism of capturing 
operational loss events / risks for internal 
pricing 

Compliance

»	 Reviewed the impact assessment of 
the introduction of Direction No. 5 of 
2021-Finance Companies (Corporate 
Governance)

»	 Reviewed the annual risk assessment for 
existing outsourced activities and new 
outsourcing arrangements.

»	 Reviewed the annual risk assessment 
of Money Laundering and Terrorist 
Financing (ML & TF) risks of the 
customers, deposit products, lending 
products, processes and the overall 
Company

»	 Assessed the Group’s compliance 
with laws, regulations and regulatory 
guidelines, CBSL directions, internal 
policies in all areas of business 
operations.

General

»	 Monitored the effectiveness of the risk 
communication framework in place to 
escalate the new risks faced by each 
department in a timely manner and 
improvements were recommended to 
streamline the process.

»	 Potential risks arising from recent 
changes in the business environment 
were discussed with a view to identify 
the impact of such events on the 
achievement of the Company’s objectives 
and to initiate remedial action in a 
proactive manner

»	 Reviewed the Key Risk Indicators 
to identify any significant risks and 
emerging risks.

»	 Reviewed and approved the risk appetite 
statement of the Company for FY 
2021/22.

»	 Reviewed and approved amendments 
to the IRMC Terms of Reference as 
per Finance Companies (Corporate 
Governance) - Direction No. 5 of 2021

»	 The results of stress tests were reviewed 
in terms of material risks such as credit 
default / concentration risk, liquidity risk 
and market risk. 

Ashane Jayasekara
Chairman
Integrated Risk Management Committee
18 May 2022
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COMPOSITION OF THE COMMITTEE 

Committee 
member

Status

Mrs. Ashwini 
Natesan

Chairperson/ 
Independent Non-
Executive Director

Mr. Ashane 
Jayasekara

Independent Non-
Executive Director

Mr. Dharmadasa 
Rangalle

Non-Executive 
Director

ATTENDANCE AT MEETINGS HELD 
DURING THE YEAR

Committee member Attendance

Mrs. Ashwini Natesan 6/6

Mr. Ashane Jayasekara 6/6

Mr. Dharmadasa 
Rangalle

6/6

The Company Secretary functions as the Secretary to 
the Related Party Transactions Review Committee.

Managing relationships with related parties to uphold good governance and the best interests of the Company.

Ashwini Natesan
Chairperson - Related Party Transactions Review Committee

REGULATIONS/RULES RELEVANT 
TO THE FUNCTIONS OF THE 
COMMITTEE

The Related Party Transactions Review 
Committee (RPTRC) of the Company 
was established by the Board on 22nd 
September 2015 in accordance with 
Section 9 of the Listing Rules of the 
Colombo Stock Exchange to ensure 
compliance with those Rules thereby 
enhancing the Company’s internal control 
mechanisms.

FUNCTIONS

Scope of the Committee includes:

»	 To manage relationships with related 
parties to uphold good governance and 
the best interests of the Company

»	 To provide an independent review, 
approval and oversight of Related 
Party Transactions (RPTs) (except those 
expressly exempted by the Charter) on 
terms set forth in greater detail in the 
Policy

»	 To review the Charter and Policy annually 
and recommend amendments to the 
Charter and the Policy to the Board as 
and when determined to be appropriate 
by the Committee.

»	 Determining whether Related Party 
Transactions that are to be entered into 
by the Company require the approval 
of the Board or Shareholders of the 
Company;

»	 Establishing guidelines in respect of 
Recurrent Related Party Transactions, 
for senior management to follow in 
its ongoing dealings with the relevant 
related party

»	 Ensuring that no Director of the 
Company shall participate in any 
discussion of a proposed Related Party 
Transaction for which he or she is a 
related party, unless such Director is 
requested to do so by the Committee 
for the express purpose of providing 
information concerning the Related Party 
Transaction to the Committee

»	 Ensuring that immediate market 
disclosures and disclosures in the Annual 
Report as required by the applicable 
rules/regulations are made in a timely 
and detailed manner

ACTIVITIES DURING THE YEAR

»	 The Committee reviewed the recurrent 
RPTs entered into by the Company 
including those entered into with its 
fully owned subsidiary, L B Microfinance 
Myanmar Company Limited, Related 
Parties as at the end of every quarter 

and the Affirmative Statements by the 
Head of Finance re-assuring that all 
transactions entered into during the 
quarter were recurrent transactions, 
which have been entered into on an 
arms-length basis where no favourable 
terms have been offered to related 
parties and that there had not been any 
non-recurrent transactions during the 
quarter under review (except the two 
non-recurrent transactions referred to 
below).

»	 The Committee reviewed, two 
nonrecurrent RPTs during the year 
and made recommendations and 
communicated its observations to the 
Board.

In one transaction, the Committee having 
considered the essence of the Finance 
Companies (Business Transactions with 
its Directors and Relatives) Direction 
No.02 of 2007, recommended that the 
Company seeks the approval of the 
Director - Department of Supervision 
of Non-Bank Financial Institutions of 
the Central Bank of Sri Lanka, prior to 
entering into the Agreement in respect of 
the said transaction although on a strict 
interpretation thereof, such approval was 
not a requirement.  The Board having taken 
note of the Committee’s recommendations 
resolved to seek the requisite approval, and 
the Company is in the process of seeking 
such approval.

The other RPT transaction was reviewed 
by the Committee as required by the RPT 
Charter and recommended to the Board. 

Neither of the above non-recurrent RPTs 
exceeded the threshold for immediate 
disclosure to the Colombo Stock Exchange 
as per the Listing Rules.
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POLICIES AND PROCEDURES

»	 The RPTRC operates within the Charter 
of the Committee as approved by 
the Board of Directors. It includes a 
RPT Policy whereby the categories of 
persons/entities who shall be considered 
as ‘related parties’ have been identified.

»	 In accordance with the RPT Policy, 
Directors are required to make and have 
made self-declarations for the purpose 
of identifying parties related to them 
and wherever such declarations are 
made, they are minuted by the Company 
Secretary. The Company Secretary 
communicates any changes in the 
Related Parties to the officer responsible 
for collation of information on related 
parties.

»	 The Company uses a RPT System that 
enables the Company to retrieve data 
on RPTs throughout the Company’s 
network. Based on the information 
as disclosed by the Directors and 
communicated by the Company 
Secretary to the relevant officer, the 
database of related parties maintained in 
the RPT system is continuously updated 
and the system automatically generates 
a comprehensive report every quarter 
for Management’s review, which is also 
tabled at RPTRC meetings and where 
necessary, at Board Meetings held 
after the completion of the relevant 
quarter. The said report reflects all types 
of transactions with related parties 
including general payments, creditors, 
debtors, savings, fixed deposits and 
lending.

»	 In its review of RPTs, RPTRC considers the 
terms and conditions of the RPT, value, 
and the aggregate value of transactions 
with the said related party during the 
financial year, comparison with market 
pricing etc. in order to determine 
whether they are carried out on an arm’s 
length basis, the disclosure requirements 
as per the Listing Rules of the Colombo 
Stock Exchange and the level of approval 
required for the respective RPTs are 
complied with.

»	 The RPTRC ensures that all transactions 
with related parties are in the best 
interests of all stakeholders, with 

adequate transparency in processes and 
are in compliance with the Listing Rules 
and the relevant Directions as applicable 
to Licensed Finance Companies.

»	 The Committee has established 
guidelines in respect of Recurrent RPTs 
to be followed by the Management of the 
Company, in the Company’s dealings with 
related parties.

»	 The Committee has also suggested 
mechanism that can be followed by the 
Management of the Company whist 
reporting that related party transactions 
are being conducted at arm’s length.

»	 Reviewing and approval of RPTs are 
either at a meeting of a majority of the 
members who form the quorum or by 
circulation, approved by all the members.

The Committee reviewed the RPT Policy 
and Charter on two occasions during the 
year under review and recommended 
amendments thereto, firstly, to reflect 
in a more comprehensive manner the 
applicable Finance Companies Directions 
and secondly certain provisions of the 
Transfer Pricing Monitoring Policy approved 
by the Board. 

RELATED PARTY TRANSACTIONS/ 
DISCLOSURES DURING THE YEAR

1.	 Information on all related parties, 
as extracted as at the end of each 
quarter, was presented to the RPTRC 
and where necessary, to the Board at 
their meetings held in the immediately 
following month

2.	 All Directors made disclosures of any 
transactions entered/to be entered 
into by the respective Directors and/or 
any related parties of the said Director, 
which were minted by the Company 
secretary additionally if any Director 
assumes office as a Director of any 
company, the Director concerned 
makes a disclosure to the Board which 
is then captured by the Company 
Secretary and passed on to the officer 
concerned.

3.	 The value of non-recurrent RPTs during 
the year was below the threshold for 
immediate disclosure in terms of Rule 
9.3.1 of the Listing Rules or disclosure 

in the Annual Report as per Rule 9.3.2 
(a) of the Listing Rules.

4.	 The aggregate value of recurrent 
Related Party Transactions entered 
into during the year was below the 
threshold for disclosure in the Annual 
Report as per Rule 9.3.2(b) of the Listing 
Rules.

5.	 The aggregate value of all RPTs during 
the year is disclosed in Note 6.1 to the 
Financial Statements in terms of LKAS 
24 – Related Party Disclosures.

DECLARATION

A declaration by the Board of Directors as 
an affirmative statement of the compliance 
with the Listing Rules pertaining to related 
party transactions is given on page 248 of 
the Annual Report

Ashwini Natesan
Chairperson
Related Party Transactions Review 
Committee

18 May 2022
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LBF’S APPROACH TO RISK 
MANAGEMENT 

Reflecting its efforts to take a holistic 
approach towards managing the risks 
inherent to the Group’s strategy, business 
and operations, LBF has adopted an 
Enterprise Risk Management (ERM) 
framework. By setting out a standardised 
mechanism to identify, assess, manage 
and mitigate all quantitative, qualitative 
and emerging risks within the Group’s risk 
universe, the ERM framework ensures 
that risk management is entrenched in 
all facets of the Group’s planning and 
decision-making processes at all levels of 
the business through a clearly de-fined risk 
governance structure. 

RISK APPETITE

Risk appetite is the maximum level of 
residual risk that the Group is prepared to 
accept to deliver its business objectives. In 
this context, the Risk Appetite aims to strike 
a balance between the potential benefits 
of expansion and innovation against the 
threats that such change inevitably brings. 

LBF’s Risk Appetite Statement (RAS) is 
issued by the Board to inform employees 
on the maximum permissible risk in their 
respective businesses. The Board works 
with the Integrated Risk Management 
Committee (IRMC) to establishes the 
parameters for the RAS by:

»	 Providing strategic leadership and 
guidance

»	 Reviewing and approving annual budgets 
and forecasts for each department and 
for the Group as a whole, under both 
normal and stressed conditions

»	 Regularly reviewing and monitoring 
the Group’s risk performance through 
quarterly reports

Risk management is at the 
core of LBF’s operating 
structure. In fact the nature 
of the Group’s business as 
a financial service provider 
requires risk management 
as a fundamental capability 
towards ensuring sustained 
growth and supporting 
consistent value generation 
over time.

Delivering on our mandate requires that we proactively manage both risks and 
opportunities and ensure that we do so in a sustainable manner at all times. 
In this past year, we continued to closely monitor developments related to the 
COVID-19 pandemic and its wide-ranging negative impacts. As part of our robust 
risk management process, we applied a number of stress scenarios to anticipate the 
consequences of plausible events like outright defaults and possible delays in the 
collection of maturing assets in part or in full in order to assess the adequacy of LBF’s 
capital and liquidity. These stress tests revealed that LBF is well capitalised and has 
sufficient liquidity buffers to weather possible adverse scenarios. Even after considering 
the implications of the pandemic from the perspectives of solvency, liquidity, 
operational risk, credit risk, market risk, loan loss provisioning, the Group has not faced 
any significant challenges since the start of pandemic in 2020 and does not expect to 
face any material impact on its operations and financials. On a related note, we began 
a new initiative focused on creating a more cohesive Group-wide risk management 
framework through the wider application of our ERM framework at a subsidiary level.

We also remained vigilant on the economic uncertainties that arose in the latter part 
of 2021 as a result of the forex liquidity shortage in the Country. While LBF did not 
encounter any major impacts due to this scenario, the Group will continue to operate 
in a prudent manner to safeguard its capital and liquidity position in this uncertain 
environment.

Mr. Ashane Jayasekara
Chairman - Integrated Risk Management Committee
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Risk Appetite Statement

Risk Appetite Criteria Appetite Regulatory Limit Actual as at 
31st March 

2022

Actual as at 
31st March 

2021

Credit Risk
Loans and Advances
Non-performing loans ratio – Gross 5%-7% 4.44% 5.36%
Non-performing loans ratio – Net < 1.0% -0.80% 0.10%
Exposure to secured loans and advances >95% 99.00% 97.00%
Maximum exposure to single borrower  

– secured - Individual
<=5% 15% of capital funds 1.24% 1.67%

Maximum exposure to single borrower  
– secured - Group

<=10% 20% of capital funds 1.24% 1.67%

Maximum exposure to single borrower 
– unsecured – Individual

<=4% 5% of capital funds 0.24% 0.07%

Maximum exposure to aggregate  
unsecured financing

<=0.5% 1% of Core capital 0.05% 0.58%

IR 1.1.1 1.2.6 1.2.7 1.5.6 1.6 1.8.4Risk management

Visit our 
youtube 
playlist

English
version

Sinhala
version

Tamil
version

13 14 15
PLAY LIST PLAY LIST PLAY LIST

RISK MANAGEMENT PROCESS RISK GOVERNANCE STRUCTURE RISK GOVERNANCE FRAMEWORK

LBF’s risk universe represents the key (Quantitative and Qualitative) risks that the Company may be exposed to as a 
result of the environment in which it operates. What we consider to be our key risks are those that can have an impact 
on the Company’s business model, ability to achieve its strategic objectives or sustainable growth of the Company.

LBF’S RISK MANAGEMENT APPROACH

Credit risk Operational risk Forex crisis

Liquidity risk IT and Information Security risk Shortage of essential goods

Market risk

Strategic risk Legal risk

Capital management Reputational risk

HR risk

Political  instability

Social unrest

Food shortage

RISK UNIVERSE

Quantitative 
Risks

Qualitative 
Risks

Emerging 
Risks
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Risk Appetite Criteria Appetite Regulatory Limit Actual as at 
31st March 

2022

Actual as at 
31st March 

2021

Liquidity Risk
Liquid assets ratio >12% "Fixed Deposits - 10% 

Savings -15% 
Unsecured Borrowings 
-10%"

17.60% 17.89%

Deposits renewal ratio >75% 79.24% 83.52%
Maximum single depositor/group exposure <=5.0% of total 

deposits
1.08% 2.10%

Maximum exposure to large deposits (Over Rs.50 mn) <=20.0% of total 
deposits

17.24% 18.06%

Capital Adequacy
Core capital ratio 9.00% 8.00% 25.95% 23.87%
Total risk weighted capital ratio 15.00% 12.00% 26.90% 25.32%
Capital funds to deposits ratio 12.00% 10.00% 37.07% 32.83%

Market Risk (Increase in market interest rates on 
rate sensitive liabilities)

% Impact on Net Interest Income  
from 100 bps shock

5.00% 3.51% 3.35%

% Impact on Net Interest Income 
from 200 bps shock

10.00% 7.02% 6.70%

% Impact on Net Interest Income 
from 300 bps shock

15.00% 10.54% 10.05%

% Impact on Net Interest Income 
from 400 bps shock

20.00% 14.05% 13.40%
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MANAGING KEY RISKS FOR FY 2021/22

Risk Category Sub Risk Risk Management Update 

Credit Risk

Credit Risk is the potential loss to 
the Group as a result of failure by 
borrowers to meet their contractual 
obligations towards LBF. Credit Risk 
typically has three components; default, 
concentration and settlement risk. 
However in LBF’s context, settlement 
risk is also considered as part of default 
risk. 

Concentration risk refers to the 
exposure to a particular customer, 
geography, or portfolio.

Given the nature of LBF’s core business 
of lending, Credit Risk is inherent and 
as such the RAS assigns a significantly 
more weightage on managing Credit 
Risk, with tolerance limits set on 
multiple levels. This is supported by 
clearly defined protocols for managing 
both Credit (Default / Settlement Risk) 
and Credit Concentration Risk.

Default Risk LBF’s Default Risk declined.

LBF’s Gross NPL ratio stabilised at 4.44% by end-March 2022, well within  the 
benchmark 5 - 7% tolerance range owing to  strong inflow of repayments

Quality of loans granted during the year improved significantly owing to LBF’s 
cautious lending approach supported by the new credit scoring index to rate 
customer credibility based on repayment history.

Concentration 
Risk

Credit Concentration Risk remained under control  

Tolerance limits and single borrower exposure limits for high risk industries 
such as tourism, transport and construction were tightened. 

Stress testing framework for measurement of Concentration Risk was further 
expanded to assess geographical and security-wise portfolio exposures.

Liquidity Risk

Liquidity Risk arises when the Group, 
despite being solvent, is unable 
to maintain or generate sufficient 
cash resources to meet its payment 
obligations as they fall due, or can only 
do so at materially disadvantageous to 
its long term stability

LBF’s Liquidity Risk reduced.

»	 LBF’s liquidity position strengthened amidst the broad based improvement 
in recoveries throughout the year.

»	 Liquidity levels received a further boost by two tranches of USD funding, 
the first USD 15 million in April 2021 followed by another USD 8 million in 
December 2021. 

»	 The Treasury began worked proactively to reduce the maturity mismatch 
between the assets and liabilities

»	 All liquidity ratios continued to be strictly monitored to ensure they remain 
within Board approved tolerance limits.  

»	 LBF’s ratios remained well above all statutory liquidity ratios, even after 
minimum liquidity requirements for NBFI’s were increased in 2022 
consequent to the discontinuation of regulatory relaxations imposed on 
liquid asset requirements in response to the COVID-19 pandemic.
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MANAGING KEY RISKS FOR FY 2021/22

Risk Category Sub Risk Risk Management Update 

Market Risk

Market risk refers to the possible loss to 
LBF owing to changes in market interest 
rates, exchange rate fluctuations, and 
the movement in commodity prices 
such as gold. Given the nature of its 
operations, LBF remains most sensitive 
to  interest rate risk and commodity 
price risk, in particular gold prices which 
stems from the exposure to Gold Loans.

Interest Rate 
Risk

Interest Rate risk for LBF was moderate. 

»	 LBF’s efforts to dynamically realign its pricing strategies in tandem with the 
market helped to maintain greater income consistency. 

»	 The asset book was also repriced in line with the increase in treasury bill 
rates towards the end of the year.

»	 The Treasury focused on lower the cost of funding through active 
negotiation helped to prevent any major escalation in funding costs.

Commodity 
Risk

Commodity Risk remained low. 

Overall  exposures were well managed  supported by prudent lending and re-
pricing approaches, along with strict follow up and recovery action.

Exchange Rate 
Risk

Exchange Rate Risk was well managed. 

The impact of the Rupee depreciation in early 2022 was minimal as all 
exposures were fully hedged.

Operational Risk

Operational risk is the potential loss 
LBF would have bear owing to the lack 
of adequate human resources or a 
breakdown in internal systems and 
processes

Operational Risk remained low. 

»	 LBF adhered to health and safety recommendations, including monitoring 
COVID infections and other preventive measures, to keep premises safe for 
employees, customers and suppliers. 

»	 Employees continued to be mobilised to work-from-home during lockdown 
periods

»	 All employees were encouraged to obtain the recommended COVID-19 
vaccinations. 

»	 LBF’s digital infrastructure continued to be enhanced in order to expand 
the suite of digital financial solutions offered to customers.

»	 A formal Operational Risk Management Policy was implemented setting out 
operational controls for all key aspects of the business. 

»	 A programme of due diligence audits was developed and implemented 
under the stewardship of the internal audit function to capture operational 
risks at a functional level on an ongoing basis. 

»	 Under the stewardship of the Board, a new focused initiative to develop an 
anti-fraud culture was also launched. 

»	 Existing policies were reviewed by the Board with several including the 
Whistleblower policy being updated. 

»	 A new anti-bribery protocol was also developed and incorporated into the 
Code of Conduct.  

IT Risk

IT Risk arises due to vulnerabilities 
created due to the inability of LBF’s IT 
infrastructure and systems to facilitate 
day-to-day operations. Information 
Security Risk is also a key component 
of IT Risk. The migration to digital 
platforms exposes LBF data assets to 
Information Security Risks.

IT Risk was well managed. 

»	 Scheduled BCP drills were conducted with no reported incidents. 

»	 The early adoption of the Finance Business Act Direction no. 1 of 2022 on 
Technology Risk Management and Resilience, was prioritised.

»	 The ISO 27001 coverage was further extended to include the DFS and the 
LBF’s network of data centers

»	 The scope of the IS (Information Security) Audit programme was expanded 
specifically to address  the risks associated with the work-from-home work 
arrangements introduced during the pandemic

»	 The IRMC introduced a dedicated risk register to document all matters 
pertaining to Information Security Risk. 

bandwidth
expand our
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SUSTAINABILITY AT LBF

As a purpose-driven organization that generates sustainable long-term value for all stakeholders, our pursuit 
of financial success goes hand in hand with our efforts to a more socially and environmentally sustainable 
organization. Our approach to sustainable business is based on integrated ESG practices that cascade 
throughout our operations. In doing so, we want to create an ecosystem that will secure LBF’s reputation 
as a trusted partner in the key markets where we are present, the local NBFI industry in Sri Lanka and as a 
respected microfinance institution in Myanmar.

Sumith Adhihetty
Managing Director

ESG PROVIDES AN OPPORTUNITY TO FUTURE-PROOF OUR BUSINESS 

In striving to attain our objective of transitioning into a sustainable organisation, we want to challenge convention by looking beyond the 
obvious. We have set ourselves ambitious goals that include decarbonizing our value chain, increasing transparency and strengthening our 
ESG (Environment, Social and Governance) reporting frameworks. Through these efforts we expect to drive transformative change that will 
activate broad based business value, build resilience and fuel long term growth.

»	 We strive to fulfill stakeholder 
expectations of the greener 
economy by reducing 
environmental impacts by 
minimising resource waste and 
focusing on more effective use of 
available resources.

ENVIRONMENTAL GOVERNANCESOCIAL

»	 LBF’s strategy, long-term viability 
and social responsibility initiatives 
have a definite influence on 
human lives. Our investments 
and participation in initiatives 
outside of our normal business 
operations are designed to 
empower communities  through 
improved  access to healthcare 
and education facilities, in turn 
resulting in reduced social 
inequalities  resulting in long-term 
benefits for as a whole.

»	 Our corporate governance 
structures led by LBF’s Board 
of Directors and the respective 
Board and Management-level 
committees ensure that ESG 
matters receive appropriate level 
of attention and that responsible 
ESG practices are implemented 
throughout the organization, both 
at a strategic and operational 
level.

Plan for 
Sustainable 

Development 
Goals

CSR contribution 
to sustainable 
development

Engage with our 
sustainability 

initiative 

Our 2030 
sustainability 

ambitions

Our sustainable 
resource allocation 

practices and 
relevance to 

SDGs

Our material 
determination 

process

Sustainability 
challenges

Sustainability 
hot topics

Our 
contribution

WHAT WE DISCUSS HERE

Read more about our environmental 
stewardship on the pages 212 - 222

Read more about how we support 
relevant social imperatives on the 
pages 184 - 211

Read more about our governance 
on the pages 225 - 243
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1 	
PLAN FOR SUSTAINABLE 
DEVELOPMENT GOALS

We understand that financial value cannot 
be generated in isolation, which has 
led us to reinforce our commitment to 
embed ESG considerations into all areas 
of our business.  In order to deepen our 
commitment to the UN SDGs, we have 
identified primary and secondary SDGs 
based on their relevance to our business. 
Accordingly, we have earmarked 17 UN 
SDGs to be the most relevant to LBF’s 
business, within the broader industry 
and national context. In addition. In the 
year under review, we revisited our SDG 
roadmap to introduce clear KPIs to support 
the achievement of specific targets over the 
next 3- 5 years. 

2 	
SUSTAINABILITY 
CHALLENGES 

As a financial services institution, LBF 
strives to 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

»	 Offering customised financing solutions 
to address environmental and social 
challenges

»	 Supporting the transition to a more 
sustainable economy and managing our 
impacts on the environment

»	 Supporting fair and equitable 
procurement in order to drive economic 

growth and job creation

»	 Helping people gain access to education 
as well as skills development through 
high quality training initiatives

»	 Contributing to the stability of the 
financial services system through sound 
governance, ethical conduct, fraud 
and data security and the prevention 
of money laundering and terrorism 
financing

»	 Providing employment free from 
discrimination and in compliance 
accordance with fair labour practices

»	 Ensuring the wellbeing of employees

»	 Supporting greater inclusivity in the 
workplace by reduce the gender parity at 
all levels of the operation

3 	
SUSTAINABILITY HOT TOPICS

The world today is experiencing sustainability challenges like never before. Among them is the ever-present and ever-growing concerns 
regarding environmental degradation and the impact of climate change. In the recent past, we have also seen social inequalities further 
heightening due to the pandemic-induced economic downturn. In Sri Lanka, these challenges have been further compounded by political 
instability.

TOPIC 01  SDG Direction         Capital Relevance  FCSC  Strategic Relevance  FCSB

Continue to invest in strategic capabilities that drive market headship

Continually investing in the development and advancement of important capabilities through strategic value-adding partnerships that 
provide access to industry-leading capabilities such as mainstream payments solutions.

Importance to LBF

»	 Investing in building LBF’s strategic capabilities will improve the 
Company’s reach to pave the way for revenue diversification and 
organic growth.

Critical success factors

»	 Fit-for-purpose strategic partnerships to drive transformative 
operations

TOPIC 02   SDG Direction             Capital Relevance  FCIC  Strategic Relevance  FCDB

Evolve our execution model of technology architecture that powers digital transformation

Expedite the adoption of modern technological infrastructure in order to accelerate digital transformation in a safe and controlled 
manner. 

Importance to LBF

»	 Financial institutions in Sri Lanka are increasingly competing 
on their capacity to address not just the conventional financial 
requirements of their clients, but also the demands of their 
customers for various associated services that go beyond 
traditional lending. Thus the need for integrated solutions 
becomes more compelling.

Critical success factors

»	 Optimise the use of core technology enablers

»	 Harnessing the power of cloud computing, artificial intelligence, 
machine learning and other new technologies

»	 Build employee capacity through targeted training interventions
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TOPIC 03   SDG Direction           Capital Relevance  FCMC   FCHC  Strategic Relevance  FCSB   FCET

Empower and nurture an entrepreneurial culture

Entrepreneurship and an opportunity-driven attitude are characterised by a mix of originality and innovation achieved through greater 
workplace diversity. 

Importance to LBF

A company’s capacity to adapt quickly and effectively to changing 
market conditions and new client demands is critical to being 
relevant and competitive. The entrepreneurial spirit and the desire 
to innovate will be critical drivers in stakeholder value creation.

Critical success factors
»	 Purpose-driven value culture

»	 Innovative mindset

»	 Leadership engagement and role modeling

»	 Established framework to measure entrepreneurial culture 
transformation

TOPIC 04   SDG Direction         Capital Relevance  FCMC   FCHC  Strategic Relevance  FCSB   FCET

Create a diverse market force that best light our customer’s expectations

Selective expansion of LBF’s footprint in both key markets (Sri Lanka and Myanmar). Our immediate objective will continue to be the 
preservation of capital, with a shift to cautious expansion as economic circumstances improve. 

Importance to LBF

»	 Expanding our reach serves as a key lever in achieving growth 
objectives faster. It also allows us to diversify our portfolio by 
entering new markets, or strategically collaborating to broaden 
our market reach.

Critical success factors
»	 Customer-centricity as the 1st priority 

»	 Holistically review customer needs and expectations

»	 Innovation fuelled by digital data analytics 

»	 Leveraging artificial intelligence and real-time data access to 
dynamically address the needs of customers.

4 	
OUR CONTRIBUTION

4.1	 Contribution to gender parity 

Gender parity has a fundamental bearing on whether 
or not economies and societies thrive. While the 
representation of women in governance and in leadership 
roles in the corporate sector has been increasing in recent 
years, there is still a long way to go in order to achieve 
equality. Statistics suggest that supporting empowerment 
as a general rule, corresponds with increased numbers of 
women in senior roles in the labour market. Furthermore, 
investing equally to develop both men and women helps 
to drive economies of scale and improve future readiness 
of companies.

LBF’s does not discriminate on the basis of gender or 
any other status protected by law. However, a majority 
of the Company’s field sales force remains largely male-
dominated. Taking proactive steps to correct this situation, 
specific gender parity thresholds have been established 
for every stage of the employment lifecycle. 

More information on page 166 for gender reporting 
information

GLOBAL TREND LBF CONTEXT
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4.2	 Contributing to the united nations sustainable development goals

The 17 Sustainable Development Goals (SGDs) launched 
by the UN in 2015 have provided a clear framework for 
countries and organisations to realign their economic, 
social and environmental strategies to meaningfully tackle 
the most pressing sustainability challenges of our time. 
The fact that the SDG’s have provided clear 2030 targets 
pushes governments and corporations towards the 
systematic implementation of projects at a granular level

LBF contributes to the SGDs both directly and indirectly. 
Through our core business of providing financial services, 
we support individuals, directly enabling them to enhance 
their financial stability and quality of life. By supporting 
businesses, LBF is indirectly contributing to economic 
growth and job creation across Sri Lanka.

In addition, by conserving resources and driving diversity, 
financial inclusion, education, we contribute to the 
societies and natural environment in which we operate

GLOBAL TREND LBF CONTEXT

5 	
CSR CONTRIBUTION TO SUSTAINABLE DEVELOPMENT

Through our Corporate Social Responsibility (CSR), we focus on long-term community upliftment programs as we endeavor to provide the 
necessary support to address the unique needs of disadvantaged communities across Sri Lanka. To maximize the impact, of our efforts we 
work closely with partners and sponsors.

Our attention in particular is directed towards education, sports and business development where we make a concerted effort to ensure 
that beneficiaries also contribute to the project’s long-term sustainability and doing so empower them to take ownership for the success of 
the endeavor. 
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5.1	 Our CSR journey 

CSR journey more focus on digital (According to digitalization strategy we conduct several CSR programmes in the social media platform) 

Digital driven CSR Business driven CSR Strategic CSR Philonthropic CSR

1971-1990 1991-2000 2001-2010 2011-2019 2020-2021 2022 onwards

5.2	 CSR Performance summary – Describe process towards the goals and any changes made to boost

Project Description Investment Engagement 
type

Voluntary 
hours

Contribution

Company SDGs

1.	 Awareness 
programmes 
in celebration 
of International 
Days 

World health day, Diabetes day, Hand wash 
day, Slandered day, Postal day, teachers’ 
day, Animals day, Children day and Elders 
day, Translation day, Heart day, Tourism 
day, Suicide prevention day, literacy day, 
Friendship day, Mother day, Population 
day, Earth day. Ocean day, Father day, 
Water day, Oral health day, Global recycle 
day, Women day, Scout day, Radio day, 
Safer internet day, Wetland day, Mountain 
day, Human rights day, Soil day, disability 
day, Computer literacy day, AIDS day, 
Computer security day, Violence against 
women, slandered day, Mental health 
day, Teachers’ day, Non- violence day, 
Translation day, Heart day, Photography 
day and Friendship day

None Pro Bono 228 Cover all CSR 
pillars

  

  

  

  

  

 

2.	 “Digital New 
Year Dawn with 
LB” - Cultural 
awareness 

Protecting Sri Lanka’s traditional customs 
relating to the Sinhala and Tamil new 
year festival and tamil customs related to 
Thaipongal

None Pro Bono 63 Heritage 1st
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Project Description Investment Engagement 
type

Voluntary 
hours

Contribution

Company SDGs

3.	 Online 
Awareness 
building 

Tips for time management - educate on 
effective time management

None Pro Bono 623 Education 
1st

  

 Stress Management 

Tips to spend the day in a productive way

Personality Building 

Saving habits

Protect human rights 

HIV Awareness 

Awareness on Cancer – Create cancer free 
world 

Save your kids - Attention your children 
education 

Managing your money 

How to successfully start your own 
business - little ideas worth making your 
own business dream a reality

Social media usage in a responsible 
manner and Share responsible and 
accurate news via social media.

Save fuel for a better future

Health and safety -Awareness campaign to 
follow the safety habits to protect yourself 
and others

Develop your personality 

How to spend a day productively

Breaking the cycle of being lazy

Awareness on debit and credit card 

Road safety and safety tips 

How to take your financial freedom 

Enhance finance literacy 

4.	 October declared 
as Cyber 
security month 
- Awareness 
campaign 

Not everyone who seems friendly are real 
F.R.I.E.N.D.S. 

Know the difference

None Pro Bono 88 Education 
1st

 

Beware of fraudulent emails

Be cautious of the portable devices before 
using the

Do not share sensitive and personal 
information in social media 

5	 Save our seas 90% of the big fish in the ocean are gone, 
50% of the coral reefs are gone

Let us come together to save the ocean

None Pro Bono 22 Environment 
1st

 

6	 Entrepreneurship 
development 

Utilise your hidden skills to earn an income None Pro Bono 18 Education 
1st
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Project Description Investment Engagement 
type

Voluntary 
hours

Contribution

Company SDGs

7.	 Digital education Facilitating digital education through Digital 
Schools

None Pro Bono 337 Education 
1st

 

Awareness on how to use a social media in 
a responsible way

Webinar for identify your audience in social 
media

Global trends in Digital Media

8.	 LB Coding 
Champs 

Online computer coding education 
programme for children based on three 
age categories 

None Pro Bono 294 Education 
1st

  

9.	 LB “Supiri Veera 
Man” 

Children’s day art competition

Children’s day video competition

None Pro Bono,  
In-kind

321 Education 
1st

10	 Care for your 
vehicle 

Awareness on your vehicle safety - steps to 
ensure that your vehicle lasts longer

None Pro Bono 24 Safety 1st

11.	LB auto review Awareness building on vehicle trends and 
vehicle usage 

Rs. 83,000 Pro Bono 63 Safety 1st

12.	LB career 
support 

“LB Pragathi Virtual Career Fair” series 
in partnership with the NIBM Institute of 
Higher Education, Institute of Information 
Technology (SLIIT and SLTC Institute of 
Higher Education to promote higher 
education in the face of the global 
epidemic 

None Pro Bono 127 Education 
1st

 

13.	“LB Sara 
Siththam”

Protecting our ethics and values – short 
movies 

Rs. 1,450,000 Pro Bono 319 Help 1st, 
Heritage 1st

 

14.	Encouraging 
home gardening 

Community engagement - by sharing your 
garden

None Pro Bono 13 Environment 
1st

15.	Save electricity Responsibility to consume energy wisely 
to overcome the prevailing energy crisis.  
Minimize energy consumption. Switch 
off unnecessary lights and name boards. 
Let’s join hands together to support our 
country.

None Pro Bono 17 Education 
1st

 

16.	SYNDICATE 
Business 
Case Study 
Competition

Partnered with AIESEC Sri Lanka and 
the University of Sri Jayewardenepura to 
conduct #SYNDICATE Business Case Study 
Competition to harness the professional 
potential of youth by making them 
challenge their own perspective

Rs. 120,000 In-kind 72 Education 
1st

17.	Distribution of 
dry ration for 
needy families 

The unfolding COVID‑19 crisis is 
challenging people, households and 
employees in unprecedented ways. 
As employees too get affected by the 
pandemic, LB Finance PLC initiated 
a support system to safeguard their 
wellbeing by sending out Covid Relief 
packet. Provided packs of daily essentials 
to the DIG Office of Colombo

Rs. 140,000 In-kind 122 Help 1st
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Project Description Investment Engagement 
type

Voluntary 
hours

Contribution

Company SDGs

18.	Elastic Cut 
Campaign  

Used face masks are killing wildlife with 
animals and birds found tangled in the 
straps of masks.

One simple step can prevent this. Cut the 
elastic before disposing of the masks.

None Pro Bono 23 Safety 1st
 

19.	Helping hand for 
the needy 

LB Finance PLC made a donation of 
Wheelchairs to the Seva Vanitha Unit of 
the Sri Lanka Air force

None Pro Bono 53 Help 1st

20	 Entrepreneurship 
development

How to build and develop your business 
on social media 

None Pro Bono 31 Education 
1st

 

21.	Helping hands to 
children home

Donation to early childhood development 
center

Rs. 94,668 In-kind 108 Help 1st
 

22.	LB Internship 
programme

Develop soft skills of the fresh graduates Rs. 6,388,501 In-kind 10,600 Education 
1st

23.	Informative 
boards

Awareness through installation of building 
information

Rs. 3,350,000 In-kind 412 Environment 
1st

 

24.	LB tree planting 
programme

Planting trees to the mother nation 
celebration of 50th anniversary

Rs. 160,000 In-kind 271 Environment 
1st

 

6 	
ENGAGE WITH OUR 
SUSTAINABILITY INITIATIVE

 

In recent times, we have begun leveraging 
digital technology and social media to raise 
awareness and garner more support for 
our CSR efforts. This past year saw LBF 
taking the first steps to articulate its CSR 
vision through the launch of a dedicated 
sustainability website and a special social 
media handle under the theme “LB 
Sustainability” 

Throughout the past five decades, LBF has 
contributed to the nation’s progress by 
impacting the lives of countless Sri Lankans, 
both directly and indirectly. Our impact 
makes positive changes to the environment 
and people by addressing the triple bottom 
line. The following table is the snapshot of 
LBF contribution in the recent three years

2017/18 2018/19 2019/20 2020/21 2021/22

CSR expense (Rs. million) 23.51 26.95 22.52 37.29 12.94

Volunteer employees 609 548 1,701 370 150

No. of volunteer hours 9,079 14,195 20,131 5,764 15,250
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6.1	 Our capital reporting practices and relevance to SDGs

Inputs Outcomes Page references Related SDGs

FCFC Monetary investment Monetary gains/savings 120 - 147  

FCHC Management hours Employee benefits & living standards 158 - 171  

FCMC Physical infrastructure & materials Sustainability & longevity of infrastructure 148 - 157  

FCIC Knowledge investment Knowledge enhancement 172 - 183  

FCSC Partnerships Community inclusion and well-being 184 - 211      

FCNC Natural resources Protection/optimization of resources 212 - 222  

7 	
OUR SUSTAINABLE RESOURCE ALLOCATION PRACTICES AND RELEVANCE TO SDGS

Project G1 G2 G3 G4 G5 G6 G7 G8 G9 G10 G11 G12 G13 G14 G15 G16 G17

Special attention for women 
empowerment

  

Community initiatives       

Capacity development   

Skill development   

Green lending practices   

Green initiative  

Sustainable business expansion   

Digital literacy    

G - United Nations Sustainable Development Goals

8 	
OUR 2030 SUSTAINABILITY AMBITIONS

We have defined a new set of ambitions to reflect our 2030 vision to build a better world and help to alleviate some of the biggest 
challenges that communities are facing today.

Focus area KPIs 2015
Where  

we were

2021
Where  
we are

2025
Where  

we will be

Link to the SDGs

Wealth generation Economic value generation  

Customer centricity Smarter business solutions  

Workforce utilization Outlet per employee  

Climate changes
Reduction of carbon 
footprint of the company  

Brand visibility Brand value 

Gender parity Men : Women ratio  

H  High  M  Medium  L  Low
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Focus area KPIs 2015
Where  

we were

2021
Where  
we are

2025
Where  

we will be

Link to the SDGs

Community engagement
Community engagement 
for the CSR activities      

Supplier management 
Supplier screen 
assessment  

Up hold governance and 
compliance 

Governance and 
compliance training 
programmes 

 

ICT involvement Invest for ICT  

CONSOLIDATED SET OF IR STANDARDS

Ref. no Particulars Page 
Reference

Chapter/Section Reference

1	 ELEMENTS OF AN INTEGRATED REPORT

1.1	 Organisational overview and external environment

1.1.1 An integrated report should disclose the main activities of 
the organization and the environment in which it operates

6 - 8, 64 - 67, 
18, 52 - 65,  
262 - 266

About the report, Business model, Our 
operation context, Product portfolio, Risk 
management

1.1.2 An integrated report should identify the organization’s 
mission and vision, and provides essential context by 
identifying matters 

16 - 18 Vision, Mission, Values and Goals statements

The organization’s: 

1.1.3 »	 Culture, ethics and values 16 - 18 Organisational values, Organisational hierarchy

1.1.4 »	 Ownership and operating structure including size of the 
organisation land location of its operations

16 - 17 About us, Organisational structure

1.1.5 »	 Principal activities and markets 64 - 67, 18 Business model, Product portfolio

1.1.6 »	 Competitive landscape and market positioning 62 Company SWOT

1.1.7 »	 Position within the value chain and its process 197 - 198 Social and relationship capital- business partners

1.1.8 »	 Key quantitative information (Employees/Operating 
results /Highlights)

64 - 67 Business model

1.1.9 »	 Significant factors affecting the external environment and 
the organization’s response

28 - 31, 16 - 17 Financial and non-financial highlights, About us

1.1.10 »	 The legitimate needs and interests of key stakeholders 52 - 65, 36 - 39 Our operation context,  
Managing director’s review

1.1.11 »	 Macro and micro economic conditions, such as economic 
stability, globalization, and sustainability / industry trends

68 - 81 Integrated stakeholder engagement

1.1.12 »	 Market forces, such as the relative strengths and 
weaknesses of competitors and customer demand

32 - 34, 52 - 65 Chairperson’s statement, Our operation 
context

1.1.13 »	 Environmental challenges, such as climate change, the 
loss of ecosystems, and resource shortages as planetary 
limits are approached

172 - 183 Intellectual capital

1.1.14 »	 The legislative and regulatory environment in which the 
organization operates

184 - 211 Social and relationship capital

H  High  M  Medium  L  Low
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Ref. no Particulars Page 
Reference

Chapter/Section Reference

1.2	 Governance 

1.2.1 An integrated report should show how the organization’s 
governance structure supports its ability to create value in 
the short, medium and long term

64 - 67, 92 - 
101, 226 - 243

Business model, Strategic road map, Corporate 
governance

1.2.2 An integrated report needs to provide an insight about  its 
ability to create value

64 - 67,  
92 - 101

Business model, Strategic road map

1.2.3 »	 The organization’s leadership structure, including the skills 
and diversity

42 - 45,  
224 - 243

Profile of the Board of directors, Statement of 
corporate governance

1.2.4 »	 Mandatory and voluntary code of corporate governance 
adopted by the Company

Corporate governance tables 
https://sustainability.lbfinance.com/

1.2.5 »	 Code of ethical conduct adopted by the Company in 
relation to ethical business

224 - 243 Statement of corporate governance - Ethics 
and Compliance

1.2.6 »	 Specific processes used to make strategic decisions and 
to establish and monitor the culture of the organization, 
including its attitude to risk and mechanisms for 
addressing integrity and ethical issues

257 - 259 Integrated risk management committee report

1.2.7 »	 Governance have taken to influence and monitor the 
strategic direction of the organization and its approach to 
risk management

257 - 259 Integrated risk management committee report

1.2.8 »	 How the organization’s culture, ethics and values are 
reflected in its use of and effects on the capitals, including 
its relationships with key stakeholders

224 - 243 Corporate governance

1.2.9 »	 Whether the organization is implementing governance 
practices that exceed legal requirements / Key Policies

120 - 222 Capital reports

1.2.10 »	 The responsibility those charged with governance take for 
promoting and enabling innovation

226 - 243 Corporate governance

1.2.11 »	 How remuneration and incentives are linked to value 
creation in the short, medium and long term, including 
how they are linked to the organization’s use of and 
effects on the capitals

- Not reported

1.3 	 Stakeholder Identification/relationships

1.3.1 An integrated report should identify its key stakeholders 
and provide insight into the nature and quality of the 
organization’s relationships with its key stakeholders,

68 - 81 Integrated stakeholder engagement

»	 At what extent the organization understands 68 - 81 Integrated stakeholder engagement

»	 Takes into account and responds to their legitimate needs 
and interest

68 - 81 Integrated stakeholder engagement

1.3.2 Disclose the following in their integrated reports in respect 
of stakeholder relationships:

68 - 81 Integrated stakeholder engagement

»	 How the company has identified its stakeholders 68 - 81 Integrated stakeholder engagement

»	 Stakeholder engagement methodology 68 - 81 Integrated stakeholder engagement

»	 Identification of material matters of stakeholders 82 - 91, 68 - 81 Our material matters in action, Integrated 
stakeholder engagement

»	 How the Company has applied such matters 82 - 91, 68 - 81 Our material matters in action, Integrated 
stakeholder engagement

»	 How the stakeholders are engaged in assessing impacts, 
implications and outlook inrespect  of Company’s 
business model

82 - 91, 68 - 81 Our material matters in action, Integrated 
stakeholder engagement

SUSTAINABILITY AT LBF
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Ref. no Particulars Page 
Reference

Chapter/Section Reference

1.3.3 Capitals 

An integrated report needs to provide insight about the 
resources and the relationships used and affected by the 
organization

120 - 222,  
92 - 101

Capital reports, Strategic roadmap

How the organization interacts with the capitals to create 
value over the short, medium and long term

120 - 222,  
64 - 67

Capital reports, Business model

An integrated report need to identify the various forms of 
capitals which are essential for the success of its business 
operations

120 - 222,  
64 - 67

Capital reports, Business model

1.3.3.1 »	 Financial Capital -The pool of funds that is available to 
the organization for use in the production of goods or 
provision of services

120 - 147 Financial capital

1.3.3.2 »	 Manufacturing Capital - Manufactured physical objects 
that are available to the organization for use in the 
production of goods and provision of services

148 - 157 Manufactured capital

1.3.3.3 »	 Intellectual Capital - Organizational Knowledge based 
intangibles

172 - 183 Intellectual capital

1.3.3.4 »	 Human Capital - People’s competencies, capabilities and 
experience, and their motivations to innovate

158 - 171 Human capital

1.3.3.5 »	 Social & Relationship Capital - The institutions and the 
relationships within and between communities, groups of 
stakeholders and other networks and collective wellbeing

184 - 211 Social and relationship capital

1.3.3.6 »	 Natural Capital - All renewable and non-renewable 
environmental resources and processes that provide 
goods and services that support the past, current and 
future prosperity of the organization

212 - 222 Natural capital

1.4	 Business model
An integrated report should describe the organization’s 
business model

1.4.1 An integrated report need to describe the business model, 
including key:

»	 Inputs

»	 Business activities

»	 Outputs

»	 Outcomes

64 - 67 Value creation process, Business model

1.4.2 Features that can enhance the effectiveness and readability 
of the description of the business model include:

»	 Explicit identification of the key elements of the business 
model

»	 A simple diagram highlighting key elements, supported by 
a clear explanation of the relevance of those elements to 
the organization

64 - 67 Business model

1.4.3 »	 Narrative flow that is logical given the particular 
circumstances of the organization

64 - 67 Business model

1.4.4 »	 Identification of critical stakeholder and other 
dependencies and important factors affecting the 
external environment

68 - 81 Integrated stakeholder engagement
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Ref. no Particulars Page 
Reference

Chapter/Section Reference

1.4.5 »	 Connection to information covered by other Content 
Elements, such as strategy, risks and opportunities, and 
performance

64 - 67,  
92 - 101

Business model, Strategic roadmap

Inputs

1.4.6 An integrated report shows how key inputs relate to the 
capitals on which the organization depends, or that provide 
a source of differentiation for the organization

64 - 67 Business model

1.4.7 Business activities 

1.4.8 An integrated report describes key business activities.  
This can include:

How the organization differentiates itself in the market place

64 - 67,  
102 - 114

Business model, Business line review

1.4.9 How the organization approaches the need to innovate 64 - 67,  
102 - 114

Business model, Business line review

1.4.10 How the business model has been designed to adapt to 
change

92 - 101 Strategic roadmap

1.4.11 Outputs

An integrated report identifies an organization’s key 
products and services.

There might be other outputs, such as by-products and 
waste (including emissions), that need to be discussed 
within the business model disclosure depending on their 
materiality

102 - 114 Business line review

1.4.12 Outcomes

Both internal outcomes and external outcomes 
Both internal outcomes and negative outcomes

64 - 67 Business model

1.5 	 Performance

1.5.1 An integrated report needs to explain the extent to which 
the organization has achieved its strategic objectives for the 
period and what are its outcomes in terms of effects on the 
capitals?

30 - 31 Non-financial highlights

An integrated report should contain qualitative and 
quantitative information such as:

1.5.2 »	 Quantitative indicators with respect to targets and risks 
and opportunities,

»	 Explaining their significance, their implications, and the 
methods and

»	 Assumptions used in compiling them

30 - 31 Non-financial highlights

1.5.3 »	 The organization’s effects (both positive and negative) on 
the capitals, including material effects on capitals up and 
down the value chain

82 - 91 Our material matters in action
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Ref. no Particulars Page 
Reference

Chapter/Section Reference

1.5.4 »	 The state of key stakeholder relationships and how 
the organization has responded to key stakeholders’ 
legitimate needs and interests

184 - 211 Social and relationship capital

1.5.5 »	 The linkages between past and current performance, 
and between current performance and the organization’s 
outlook.

184 - 211,  
28 - 31, 36 - 39

Social and relationship capital, Financial and 
non-financial highlights, Managing director’s 
review

1.5.6 Include instances where regulations have a significant effect 
on performance or the organisation’s non-compliance with 
laws or regulations may significantly affect its operations

257 - 259 Integrated risk management committee report

1.6	 Risks, opportunities and internal controls

An integrated report should explain what are the specific 
risks and opportunities that affect the organization’s ability 
to create value over the short, medium and long term

And effectiveness of the system of internal controls.

262

Online information available- Integrated risk 
management report  
https://sustainability.lbfinance.com/

»	 The specific source of risks and opportunities, which can 
be internal, external or, commonly, a mix of the two.

262

»	 The organization’s assessment of the likelihood that 
the risk or opportunity will come to fruition and the 
magnitude of its effect if it does.

262

»	 The specific steps being taken to mitigate or manage key 
risks or to create value from key opportunities, including 
the identification of the associated strategic objectives, 
strategies, policies, targets and KPls

262

»	 Risk Management Report (Which includes details about 
risk, root course, potential impact, response to risk, risk 
rating)

262

»	 Response on the effectiveness of the internal controls and 
the board’s responsibility for the disclosures on internal 
controls to safeguard stakeholder interest.

262

1.7	 Strategy & Resource Allocation

1.7.1 An integrated report should describe its strategic direction 
(Where does the organization want to go and how does it 
intend to get there)

64 - 67 Business model

1.7.2 An integrated report needs to identify:

The organization’s short, medium and long term strategic 
objectives

92 - 101 Strategic roadmap

1.7.3 The strategies it has in place, or intends to implement, to 
achieve those strategic objectives

102 - 114 Business line review

1.7.3.1 »	 How the entity has positioned in the wider market 102 - 114 Business line review

1.7.3.2 »	 How the long term strategies relate to current business 
model

64 - 67 Business model

1.7.3.3 »	 The resource allocation plans it has to implement its 
strategy

92 - 101 Strategic roadmap

1.7.3.4 »	 How it will measure achievements and target outcomes 
for the short, medium and long term

92 - 101 Strategic roadmap
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Ref. no Particulars Page 
Reference

Chapter/Section Reference

1.7.4 The linkage between the organization’s Strategy & Resource 
Allocation and the information covered by other Content 
Elements, including

»	 Relationship with the organization’s business model

»	 What changes to that business model might be 
necessary to implement chosen strategies to provide an 
understanding of the organization’s ability to adapt to 
change

»	 Respond to the external environment and the identified 
risks and opportunities affect the capitals, and the risk 
management arrangements related to those capitals

92 - 101,  
64 - 67

Strategic roadmap, Business model, 

1.7.5 What differentiates the organization to give it competitive 
advantage and enable it to create value, such as:

»	 The role of innovation

»	 How the organization develops and exploits intellectual 
capital

»	 The extent to which environmental and social 
considerations have been embedded into the 
organization’s strategy to give it a competitive advantage

»	 Key features and findings of stakeholder engagement 
that were used in formulating its Strategy & Resource 
Allocation plans.

172 - 183,  
92 - 101

Intellectual capital, Strategic roadmap

1.8	 Outlook

1.8.1 An integrated report should explain what challenges and 
uncertainties is the organization likely to encounter in 
pursuing its strategy, and what are the potential implications 
for future performance?

120 - 222,  
36 - 39

Capital reports, Managing director’s review- 
Going forward

1.8.2 An integrated report should highlight anticipated changes 
over time and provides information on:

»	 The organization’s expectations about the external 
environment the organization is likely to face in the short, 
medium and long term

»	 How that will affect the organization

»	 How the organization is currently equipped to respond to 
the critical challenges and uncertainties that are likely to 
arise.

52 - 65,  
92 -101

Our operation context, Strategic roadmap

1.8.3 The discussion of the potential implications, including 
implications for future financial performance may include:

The external environment, and risks and opportunities, with 
an analysis of how these could affect the achievement of 
strategic objectives

52 - 65 Our operation context
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Ref. no Particulars Page 
Reference

Chapter/Section Reference

1.8.4 An integrated report may also provide lead indicators and 
sensitivity analyses. If forecasts or projections are included 
in reporting the organization’s

Outlook

Summary of related assumptions is useful Comparisons of 
actual performance to previously identified targets further 
enables evaluation of the current outlook

120 - 222,  
64 - 67

Capital reports, Business model, Online 
information available - Integrated risk 
management report 

1.8.5 Disclosures about an organization’s outlook in an integrated 
report should consider the legal or regulatory requirements 
to which the organization is subject

6 - 8 About the report

1.9     Basis of preparation and presentation

1.9.1 An integrated report should answer the question: How does 
the organization determine what matters to include in the 
integrated report and how are such matters quantified or 
evaluated,

82 - 91 Our material matters in action

1.9.2 An integrated report describes its basis of preparation and 
presentation, including:

»	 A summary of the organization’s materiality determination 
process	

82 - 91 Our material matters in action

»	 Brief description of the process used to identify relevant 
matters, evaluate their importance and narrow them 
down to material matters

82 - 91 Our material matters in action

»	 Identification of the role of those charged with 
governance and key personnel in the identification and 
prioritization of material matters.

82 - 91 Our material matters in action

»	 A description of the reporting boundary and how it has 
been determined

6 - 8 About the report- scope and boundaries

	 Eg: Include process used for identifying the reporting 
boundary, geographic scope, the entities represented in 
the report and the nature of the information provided for 
each entity

»	 A summary of the significant frameworks and methods 
used to quantify or evaluate material matters

82 - 91 Our material matters in action

(e.g.,  the  applicable  financial  reporting  standards  used  
for  compiling financial information, a company-defined 
formula for measuring customer satisfaction, or an industry 
based framework for evaluating risks).

2	 RESPONSIBILITY FOR AN INTEGRATED REPORT

2.1 An integrated report should include a statement from those 
charged with governance that includes:

224 Corporate governance- Chairperson’s message

»	 An acknowledgement of their responsibility to ensure the 
integrity of the integrated report

224

»	 An acknowledgement that they have applied their 
collective mind to the preparation and presentation of the 
integrated report

224

»	 Their opinion or conclusion about whether the integrated 
report is presented in accordance with the Framework

224
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Ref. no Particulars Page 
Reference

Chapter/Section Reference

3	 OTHER QUALITATIVE CHARACTERISTICS OF AN INTEGRATED REPORT

3.1	 Conciseness

An integrated report should be concise.

An integrated report need to include sufficient context 
to understand the organization’s strategy, governance, 
performance and prospects without being burdened with 
less relevant information

82 - 91 Our material matters in action

Follows logical structure and includes internal cross-
reference as appropriate to limit repetition.

82 - 91 Our material matters in action

Express concepts clearly and in as few words. 82 - 91 Our material matters in action

Favours  plain  language  over  the  use  of  jargon  or  highly  
technical terminology.

Avoids highly generic disclosures.

3.2	 Reliability and completeness

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

92 - 101,  
226 - 243

Strategic roadmap, Corporate governance

The organization achieves the reliability and completeness 
through,

»	 Selection of presentation formats that are not likely to 
unduly or inappropriately influence assessments made on 
the basis of integrated report.

82 - 91 Our material matters in action

»	 Giving equal conservation to both increases and 
decreases in the capitals, both strengths and weaknesses 
of the organization, both positive and negative 
performance etc.

68 - 118 Management discussion and analysis

When information includes estimates, this is clearly 
communicated and the nature of limitations of the 
estimation process are explained.

289 Independent auditor’s report

3.3	 Consistency and comparability

The information in an integrated report should be 
presented:

»	 On a basis that is consistent over time 28 - 29 Financial statements highlights for the year

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

120 - 144 Decade at a glance, Financial capital

»	 Presenting  information  in  the  form  of  ratios  

»	 Reporting quantitative indicators commonly used by other 
organizations with similar activities, particularly when 
standardized definitions are stipulated by an independent 
organization 

»	 Reporting policies are followed consistently from one 
period to other unless a change is needed to improve the 
quality of information reported.

120 - 144 Financial capital, Financial statements

»	 Reporting the same KPIs if they continue to be material 
across reporting period.
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Ref. no Particulars Page 
Reference

Chapter/Section Reference

3.4	 Connectivity of information

An integrated report should show a holistic picture of the 
combination, interrelatedness and dependencies between 
the factors that affect the organization’s ability to create 
value over time.

64 - 67 Business model

»	 Capitals 64 - 67 Business model

»	 Content elements

»	 Past, Present & Future 120 - 222,  
36 - 39

Capital reports, Managing director’s review

»	 Finance and other information 120 - 147 Finance capital

3.5	 Materiality

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

82 - 91 Materiality determination

3.6	 Assurance on the Report

»	 The policy and practice relating to seeking assurance on 
the report

297, 298 - 299, 
225

Independent auditors report on financial 
statements, Directors’ responsibility for internal 
control, Financial reporting and corporate 
governance

»	 The nature and scope of assurance provided for this 
particular report
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REPORTING ON ANTI-CORRUPTION PROGRAMMES

TRANSPARENCY IN CORPORATE REPORTING ASSESSMENT, ISSUED BY TRANSPARENCY INTERNATIONAL SRI LANKA

No. Questions Page 
reference 

1 Does the company have a publicly stated commitment to anti-corruption? 

Commitment to anti-corruption with Anti-bribery and corruption policy

At LBF, we committed to act ethically and with integrity in everything we do. Through our approach, we seek to build 
long term relationships with stakeholders based on trust. The LBF Board of Directors set the tone from the top to 
promote a culture of ethics and transparent behaviour across the Group. This is supported by a range of policies that 
specify the ethical conduct expected from all employees including specific actions to deal with anti-corruption and 
bribery, guidelines on receiving and giving gifts and the exclusion of political party sponsorships. According to ABC 
policy;

»	 Enhanced due diligence should be carried out where any payment is made to a Politically Exposed Person (PEP) as 
defined in company’s Anti-Money Laundering Policy.

»	 No political contribution to a candidate for public office, an elected official, a political party or political action 
committee, can be made, on behalf of LB Finance PLC. 

Frequently we communicate these policies to our employees and also continuously reiterate the importance of legal 
and regulatory compliance.

2 Does the company publicly commit to be in compliance with all relevant laws including anti-corruption laws? 7, 197, 
226, 228

3 Does the company leadership (senior membership or board) demonstrate support for anti-corruption? 197

4 Does the company code of conduct/anti-corruption policy explicitly apply to all employees and directors? 193, 224, 
240, 241

5 Does the company’s anti-corruption policy explicitly apply to persons who are not employees but are authorised to act 
on behalf of the company or represent it (for example: agents, advisors, representatives or intermediaries)?

197

6 Does the company’s anti-corruption programme apply to non-controlled persons or entities that provide goods or 
services under contract (for example: contractors, subcontractors, suppliers)?

197

7 Does the company have in place an anti-corruption training programme for its employees and directors? 169

8 Does the company have a policy on gifts, hospitality and expenses?

These guiding principles are supported by a company ABC policy and code of conduct dealing with anti-bribery and 
corruption, including conflicts of interests, gifts and hospitality, facilitation payments, hosting of customer events, 
marketing sponsorships, and due diligence of third party service providers. In addition, receiving or giving gifts and 
hospitality that is excessive, inappropriate, in breach of applicable laws and LBF policies, can be damaging to LBF’s 
reputation, create conflicts of interests, and harm our business relationships. Suppliers shall not use third parties 
to perform illegal and improper activities, whether directly or indirectly on their behalf like paying bribes or making 
facilitation payments.

9 Is there a policy that explicitly prohibits facilitation payments? Refer 
point 8
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No. Questions Page 
reference 

10 Does the programme enable employees and others to raise concerns and report violations (of the programme) without  
risk of reprisal?

Commitment through whistleblowing policy

The highest standards of corporate governance and adherence to the internal policies and procedures were ensured 
by the Committee to establish good governance within the organisation. The Committee is satisfied with the present 
corporate governance framework of the organisation which ensures a balance of power and authority.

The Committee ensures the Whistleblowing Policy of the Company is a current, active set of measures to which all 
employees/ incidents have recourse. There were no complaints by whistle-blowers during the year. Company is 
enable their 1employees and others to raise concerns and report violations without risk of reprisal. All employees 
are encouraged to practice whistleblowing if they suspect any wrongdoing. Senior Management, from time to time 
conducts awareness programs to encourage staff to raise genuine concerns. The Compliance Officer reports on the 
whistleblowing incidents to the Committee each quarter end. The Committee remains committed to follow-up on any 
future complaints/incidents, should they occur. There no employee would suffer demotion, penalty or other reprisals 
for raising concerns or reporting violation. 

11 Does the company provide a channel through which employees can report suspected breaches of anti-corruption 
policies, and does the channel allow for confidential and/or anonymous reporting (whistle-blowing)?

Our employees are provided mainly an open door of channel to raise concerns regarding ethical behaviour including 
the Company’s whistle-blower policy for reporting of fraud or financial irregularities or breaches of anti-corruption 
policies or misappropriations. It allows for confidential and/or anonymous reporting (whistle-blowing) and there is 
a two-way communication with the whistle blower for any needed follow up on the disclosure. Quarterly awareness 
programmes are carried out to build employee capacity and help them to develop a sensitivity to situations of real or 
perceived conflict of interest and learn how to deal with them when they arise

12 Does the company carry out regular monitoring of its anti-corruption programme to review the programme’s suitability, 
adequacy and effectiveness, and implement improvements as appropriate?

Assessing Bribery and Corruption Risk (BC Risk) 

a) 	 Bribery and corruption risks to business operations of the company where applicable shall be identified, periodically 
assessed, monitored and managed effectively by the respective process owners in order to maintain a strong 
control system.

	 Role of the Risk Department: Each business unit should assess the BC risk when carrying out their respective Risk 
Assessment which is rolled out and reviewed by the Risk Department.

b) 	 Role of Compliance Department: Compliance being an independent function will monitor non-compliance of this 
policy with relevant reporting by the respective business unit or the Human Resource Department or as detected 
by the Internal Audit Department and with the related Risk assessment reviewed by the Risk Department and 
company takes appropriate action to address policy violations. 

	 Head of Compliance being the subject policy owner will report any Non-compliance of this policy to the Board Audit 
Committee (BAC) on a Quarterly basis as specified consequent to the above process monitored by Compliance 
department to escalate actual or potential Bribery and Corruption risks identified during the quarter under review.

c) 	 Role of Internal Audit: Internal Audit being an independent function from the business operations, will carry 
out the audit function in line with the Board approved Audit methodology for providing the assurance. As per 
board approved annual plan required verifications/tests will be included to assess the adequacy of the controls 
established within the entity in addressing the risks which include BC risks where applicable

13 Does the company have a policy on political contributions that either prohibits such contributions or if it does not, 
requires such contributions to be publicly disclosed?

61
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REPORTING ON ANTI-CORRUPTION PROGRAMMES

Organisational Transparency		

No. Questions Page reference Description 

14

Which of the following 
information does the 
company disclose for all 
of its fully consolidated 
subsidiaries?

full list with names 17, 366, 367

15 percentages owned in each of them 17, 367

16 country of incorporation (for each entity)
17, 244,  
366, 367

17 country of operations (for each entity)
17, 244,  
366, 367

18 Which of the following 
information does the 
company disclose for all of 
its non fully consolidated 
holdings, such as associates, 
joint-ventures?

full list with names N/A

19 percentages owned in each of them N/A

20 country of incorporation (for each entity) N/A

21 country of operations (for each entity) N/A

Domestic Financial Reporting				  

No. Questions Page reference Description 

22 Does the company disclose its revenue/sales in Sri Lanka?
305, 306,  
430, 421

23 Does the company disclose its capital expenditure in Sri Lanka?
305, 306,  
430, 421

24 Does the company disclose its pre-tax income in Sri Lanka?
127, 305, 306, 
430, 329, 330

25 Does the company disclose its income tax in Country Sri Lanka?
127, 305, 306, 
430, 329, 330

26 Does the Company disclose its community contribution in Country Sri Lanka? 201, 219, 272

27 Does the Company have a publicly stated policy against sexual harassment? 166

28
Does the Company adopt a gender inclusive/equal opportunity  
recruitment policy?

166, 167

29
Does the Company adopt a gender inclusive/equal opportunity  
promotion policy?

167

30
Does the Company have a publicly stated committment to non-
discrimination based on gender?

166
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IR ASSURANCE REPORT

INDEPENDENT ASSURANCE 
REPORT TO THE BOARD OF 
DIRECTORS OF LB FINANCE PLC  
IN THE INTEGRATED  
ANNUAL REPORT- 2021/22

Scope 

We have been engaged by the 
management of LB Finance PLC (“the 
Company”) to perform an independent 
assurance engagement, as defined by 
the Sri Lankan Standard on Assurance 
Engagements, on the following elements 
of its Integrated Annual Report for the year 
ended 31 March 2022 (the “Integrated 
Report”). 

»	 Reasonable assurance engagement 
on the information on financial capital 
management as specified on pages  
120 - 147 of the Integrated Report.

»	 Limited assurance engagement on 
other information on management of 
the capitals (other than financial capital), 
stakeholder engagement, business 
model, strategy, organizational overview 
& external environment and outlook 
presented in the Integrated Report.

Criteria applied by LB Finance PLC

The Integrated Report is prepared based 
on the Guiding Principles and Content 
Elements of the International Integrated 
Reporting Council (IIRC)’s Integrated 
Reporting Framework (<IR> Framework) 
(the “criteria”) publicly available at IIRC’s 
website at “www.integratedreporting.org” 

LB Finance PLC’s responsibilities

LB Finance PLC’s management is 
responsible for selecting the criteria, and 
for presenting the Integrated Report in 
accordance with the said criteria, in all 
material respects. This responsibility 
includes establishing and maintaining 
internal controls, maintaining adequate 

records and making estimates that 
are relevant to the preparation of the 
Integrated Report, such that it is free from 
material misstatement, whether due to 
fraud or error. 

Ernst & Young’s responsibilities

Our responsibility is to express a 
conclusion on the presentation of the 
Integrated Report in accordance with the 
Guiding Principles and Content Elements 
of the International Integrated Reporting 
Council (IIRC)’s Integrated Reporting 
Framework (<IR> Framework) based on the 
evidence we have obtained.

We conducted our engagement in 
accordance with the Sri Lanka Standard on 
Assurance Engagements 

SLSAE 3000: Assurance Engagements 
other than Audits or Reviews of Historical 
Financial Information (SLSAE 3000) issued 
by the Institute of Chartered Accountants 
of Sri Lanka and the terms of reference for 
this engagement as agreed with LB Finance 
PLC in the engagement letter dated 27 
February 2022.

The standards require that we plan and 
perform our engagement to express a 
conclusion on whether we are aware of 
any material modifications that need to be 
made to the Integrated Report in order for 
it to be in accordance with the criteria, and 
to issue a report. The nature, timing, and 
extent of the procedures selected depend 
on our judgment, including an assessment 
of the risk of material misstatement, 
whether due to fraud or error.

We believe that the evidence obtained 
is sufficient and appropriate to provide 
a basis for our independent assurance 
conclusion.

Our Independence and Quality 
Control

We have maintained our independence 
and confirm that we have met the 
requirements of the Code of Ethics for 
Professional Accountants issued by the 
Institute of Chartered Accountants of Sri 
Lanka and have the required competencies 
and experience to conduct this assurance 
engagement.

EY also applies Sri Lanka Standard on 
Quality Control (SLSQC 1), Quality Control 
for Firms that Perform Audits and Reviews 
of Historical Financial Information, and 
Other Assurance and Related Services 
Engagements, and accordingly maintains 
a comprehensive system of quality 
control including documented policies 
and procedures regarding compliance 
with ethical requirements, professional 
standards and applicable legal and 
regulatory requirements.

Description of procedures performed 

We performed our procedures to provide 
reasonable and limited assurance 
engagement in accordance with SLSAE 
3000.

Procedures performed in the reasonable 
assurance engagement depend on our 
judgement, including the assessment of 
the risks of material misstatement whether 
due to fraud or error. In making those risk 
assessments, we have considered internal 
control relevant to the preparation and 
presentation of the reasonable assurance 
indicators in order to design the assurance 
procedures that are appropriate in the 
circumstances. Our procedures also 
included assessing the appropriateness 
of the reasonable assurance indicators, 
the suitability of the criteria in preparing 
and presenting the reasonable assurance 
indicators within the Integrated Report 
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and obtaining an understanding of the 
compilation of the financial information to 
the sources from which it was obtained.

Procedures performed in the limited 
assurance engagement consisted of 
making inquiries, primarily of persons 
responsible for preparing the Integrated 
Report and related information and 
applying analytical and other appropriate 
procedures. These procedures vary in 
nature and timing from and are less in 
extent than for a reasonable assurance 
engagement. Consequently, the level of 
assurance obtained in a limited assurance 
engagement is substantially lower than the 
assurance that would have been obtained 
had a reasonable assurance engagement 
been performed. 

Although we considered the effectiveness 
of management’s internal controls when 
determining the nature and extent of our 
procedures, our assurance engagement 
was not designed to provide assurance 
on internal controls. Our procedures 
did not include testing controls or 
performing procedures relating to checking 
aggregation or calculation of data within IT 
systems.

We also performed the below procedures 
as we considered necessary in the 
circumstances:

»	 Perform a comparison of the content of 
the Integrated Annual Report against the 
Guiding Principles and Content Elements 
given in the International Integrated 
Reporting Council (IIRC)’s Integrated 
Reporting Framework (<IR> Framework).

»	 Perusing the Integrated Annual Report 
– Financial Capital element information 
to understand whether the information 
contained are properly derived from the 
audited financial statements.

»	 Interviewing the selected key 
management personnel and relevant 
staff to understand the internal controls, 
governance structure and reporting 
process relevant to the Integrated 
Report.

»	 Obtaining an understanding of the 
relevant internal policies and procedures 
developed by the Company, including 
those relevant to determining what 
matters most to the stakeholders, how 
the Company creates value, the external 
environment, strategy, approaches to 
putting members first, governance and 
reporting.

»	 Obtaining an understanding of the 
description of the Company’s strategy 
and how the Company creates value, 
what matters most to the stakeholders 
and enquiring the management as to 
whether the description in the Integrated 
Report accurately reflects their 
understanding.

»	 Perusing the Board of Directors meeting 
minutes during the financial year to 
ensure consistency with the content of 
the Integrated Report.

»	 Perusing the relevant supporting 
evidence related to qualitative & 
quantitative disclosures within the 
Integrated Report against identified 
material aspects.

»	 Perusing the Integrated Report in its 
entirety to ensure it is consistent with 
our overall knowledge obtained during 
the assurance engagement.

Emphasis of matter

Social, natural and intellectual capital 
management data/information are 
subjected to inherent limitations given 
their nature and the methods used for 
determining, calculating and estimating 
such data.

We also do not provide any assurance 
on the assumptions and achievability of 
prospective information presented in the 
Integrated Report.

Restricted use 

This report is intended solely for the 
information and use of LB Finance PLC and 
is not intended to be and should not be 
used by anyone other than the specified 
party.

Conclusion

Based on our procedures and the evidence 
obtained, we conclude that:

»	 The information on financial capital 
management as specified on pages 
120 - 147 of the Integrated Report 
are properly derived from the audited 
financial statements of the Company for 
the year ended 31 March 2022.

»	 Nothing has come to our attention 
that causes us to believe that other 
information presented in the Integrated 
Report are not fairly presented, in all 
material respects, in accordance with the 
Guiding Principles and Content Elements 
of the International Integrated Reporting 
Council (IIRC)’s Integrated Reporting 
Framework (<IR> Framework).

Chartered Accountant

Colombo
18 May 2022

IR ASSURANCE REPORT
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GRI ASSURANCE REPORT

INDEPENDENT ASSURANCE 
REPORT TO THE BOARD OF 
DIRECTORS OF LB FINANCE PLC ON 
THE SUSTAINABILITY REPORTING 
CRITERIA PRESENTED IN THE 
INTEGRATED ANNUAL REPORT- 
2021/22

Scope 

We have been engaged by the 
management of LB Finance PLC (“the 
Company”) to perform an independent 
assurance engagement, as defined by 
the Sri Lankan Standard on Assurance 
Engagements, on the sustainability 
reporting criteria presented in the 
Integrated Annual Report for the year 
ended 31 March 2022 (the “Report”). 

»	 Reasonable assurance on the 
information on financial performance as 
specified on page 08 of the Report.

»	 Limited assurance on other information 
presented in the Report, prepared in 
accordance with the GRI Standards: 
Comprehensive option.

Criteria applied by LB Finance PLC

The sustainability reporting criteria 
presented in the Report has been prepared 
in accordance with The Global Reporting 
Initiative’s (GRI) Sustainability Reporting 
Guidelines, publicly available at GRI’s global 
website www.globalreporting.org.

This Report has been prepared in 
accordance with the GRI Standards: 
Comprehensive option (the “criteria”).

LB Finance PLC’s responsibilities

LB Finance PLC’s management is 
responsible for selecting the criteria, and 
for presenting the Report in accordance 
with the said criteria, in all material 
respects. This responsibility includes 

establishing and maintaining internal 
controls, maintaining adequate records 
and making estimates that are relevant to 
support the sustainability reporting process 
of the Report, such that it is free from 
material misstatement, whether due to 
fraud or error. 

Ernst & Young’s responsibilities

Our responsibility is to express a 
conclusion on the presentation of the 
Report in accordance with the GRI 
Standards: Comprehensive option based 
on the evidence we have obtained.

We conducted our engagement in 
accordance with the Sri Lanka Standard on 
Assurance Engagements 

SLSAE 3000: Assurance Engagements 
other than Audits or Reviews of Historical 
Financial Information (SLSAE 3000) issued 
by the Institute of Chartered Accountants 
of Sri Lanka and the terms of reference for 
this engagement as agreed with LB Finance 
PLC in the engagement letter dated 27 
February 2022. 

The standards require that we plan and 
perform our engagement to express a 
conclusion on whether we are aware of 
any material modifications that need to be 
made to the Report in order for it to be in 
accordance with the criteria, and to issue 
a report. The nature, timing, and extent of 
the procedures selected depend on our 
judgment, including an assessment of the 
risk of material misstatement, whether due 
to fraud or error.

We believe that the evidence obtained 
is sufficient and appropriate to provide 
a basis for our independent assurance 
conclusion.

Our Independence and Quality 
Control

We have maintained our independence 
and confirm that we have met the 
requirements of the Code of Ethics for 
Professional Accountants issued by the 
Institute of Chartered Accountants of Sri 
Lanka and have the required competencies 
and experience to conduct this assurance 
engagement.

EY also applies Sri Lanka Standard on 
Quality Control (SLSQC 1), Quality Control 
for Firms that Perform Audits and Reviews 
of Historical Financial Information, and 
Other Assurance and Related Services 
Engagements, and accordingly maintains 
a comprehensive system of quality 
control including documented policies 
and procedures regarding compliance 
with ethical requirements, professional 
standards and applicable legal and 
regulatory requirements.

Description of procedures performed 

We performed our procedures to provide 
an independent assurance engagement in 
accordance with SLSAE 3000.

Procedures performed in the reasonable 
assurance engagement depend on our 
judgement, including the assessment of 
the risks of material misstatement whether 
due to fraud or error. In making those risk 
assessments, we have considered internal 
control relevant to the preparation and 
presentation of the reasonable assurance 
Indicators in order to design the assurance 
procedures that are appropriate in the 
circumstances. Our procedures also 
included assessing the appropriateness 
of the reasonable assurance indicators, 
the suitability of the criteria in preparing 
and presenting the reasonable assurance 
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indicators within the Report and obtaining 
an understanding of the compilation of the 
financial information to the sources from 
which it was obtained.

Procedures performed in the limited 
assurance engagement consisted of 
making inquiries, primarily of persons 
responsible for preparing the Report and 
related information and applying analytical 
and other appropriate procedures. These 
procedures vary in nature and timing from 
and are less in extent than for a reasonable 
assurance engagement. Consequently, the 
level of assurance obtained in a limited 
assurance engagement is substantially 
lower than the assurance that would have 
been obtained had a reasonable assurance 
engagement been performed. 

Although we considered the effectiveness 
of management’s internal controls when 
determining the nature and extent of our 
procedures, our assurance engagement 
was not designed to provide assurance 
on internal controls. Our procedures 
did not include testing controls or 
performing procedures relating to checking 
aggregation or calculation of data within IT 
systems.

We also performed the below procedures 
as we considered necessary in the 
circumstances:

»	 Perform a comparison of the content of 
the Report against the Global Reporting 
Initiative (GRI) - GRI Standards guideline.

»	 Interviewing relevant organization’s 
personnel to understand the process 
for collection, analysis, aggregation and 
presentation of data.

»	 Review and validation of the information 
contained in the Report.

»	 Check the calculations performed by the 
organization on a sample basis through 
recalculation.

»	 Advice, make recommendations and 
suggestions on the Sustainability 
Reporting indicators to improve the 
presentation standard.

»	 Independently review the content of the 
Report and request changes if required.

»	 Express an independent assurance 
conclusion on the performance 
indicators presented in the Sustainability 
Reporting criteria. 

Emphasis of matter

Social, natural and intellectual capital 
management data/information are 
subjected to inherent limitations given 
their nature and the methods used for 
determining, calculating and estimating 
such data.

We also do not provide any assurance 
on the assumptions and achievability of 
prospective information presented in the 
Report.

Restricted use 

This report is intended solely for the 
information and use of LB Finance PLC and 
is not intended to be and should not be 
used by anyone other than the specified 
party.

Conclusion

Based on our procedures and the evidence 
obtained, we conclude that:

»	 The information on financial 
performance as specified on page 08 
of the Report is properly derived from 
the audited financial statements of the 
Company for the year ended 31 March 
2022.

»	 Nothing has come to our attention 
that causes us to believe that other 
information presented in the Report 
are not fairly presented, in all material 
respects, in accordance with the 
Company’s sustainability practices and 
policies some of which are derived from 
the GRI Standards: Comprehensive 
option.

Chartered Accountant

Colombo
18 May 2022

GRI ASSURANCE REPORT
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