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DECLARATION

This Introductory Document has been prepared by Kenanga Investment Corporation Limited
from Information supplied by Orient Financial Services Corporation Limited (The Company)
or which is publicly available. The Directors of the Company, collectively and individually,
having made all reasonable inquiries, confirm that to the best of their knowledge and belief,
the information contained herein is true and correct in all material respects and that there are
no other material facts, the omission of which, would make any statement herein misleading.
While Kenanga Investment Corporation Limited has taken reasonable care to ensure full and
fair disclosure it does not assume any responsibility for any investment decision made by
investors based on information contained herein.

In making an investment decision, prospective investors must rely on their own examination
and assessments of the Company including the risks involved. No person is authorized to give
any information or to make any representations not contained in this Introductory Document
and if given or made, any such information or representation must not be relied upon as
having been authorized by the Company.

THE COLOMBO STOCK EXCHANGE (CSE) HAS TAKEN REASONABLE CARE TO ENSURE
FULL & FAIR DISCLOSURE OF INFORMATION IN THE INTRODUCTORY DOCUMENT.
HOWEVER, THE CSE ASSUMES NO RESPONSIBILITY FOR THE ACCURACY OF THE
STATEMENTS MADE, OPINIONS EXPRESSED OR REPORTS INCLUDED IN THE
INTRODUCTORY DOCUMENT.

You are advised to carefully read this Introductory Document prior to making any investment
decision. If you are in any doubt as to the action you should take you should consult your
stockbroker or other professional adviser immediately. Neither shall the delivery of this
Introductory Document, under any circumstances, create an implication that there has not
been any change in the facts set forth in the Introductory Document or in the affairs of the
Company, since the date of this Introductory Document.
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1.0 Glossary of Abbreviations
AGM - Annual General Meeting
BN - Billion
CBSL - Central Bank of Sri Lanka
CRIB - Credit Information Bureau of Sri Lanka
CSE - Colombo Stock Exchange
CDS - Central Depository Systems (Private) Limited
EGM - Extraordinary General Meeting
EPS - Earnings per Share
Ji - Janashakthi Insurance PLC
LKR/Rs. - Sri Lankan Rupees
Market day - Any day on which the CSE is open for trading
Mn - Million
NBFI - Non Bank Financial Institutions
NIM - Net Interest Margin
NPL - Non Performing Loans

Orient Financial / The Company

OFSCL
OCL
ROA
ROE
RFC
SEC
SLC
SME
Shares
VAT

- Orient Financial Services Corporation Limited

- Orient Capital Limited

- Return on Assets

- Return on Equity

- Registered Finance Companies

- Securities and Exchange Commission of Sri Lanka
- Specialized Leasing Companies

- Small & Medium Enterprises

- Ordinary Voting Shares

- Value Added Tax
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Corporate Information

Orient Financial Services Corporation Limited

A public limited liability company Incorporated on the 28" of April
2003 under the Companies Act No. 17 of 1982 and re-registered
under Companies Act No. 07 of 2007 on the 27" of November
2007.

The Company obtained provisional license from the Monetary
Board of the Central Bank of Sri Lanka to be registered as a Finance
Company under the Finance Business Act No 42 of 2011 on the 12
of January 2012. The Company is registered under the Finance
Leasing Act No. 56 of 2000 as a Leasing Company.

Registration Number PB75

Place of Incorporation : Colombo

Registered Office

Business Office

No. 75, Arnold Ratnayake Mawatha, Colombo 10.
Tele :+94112639878
Fax 1 +94 112639868

46, 48, Dr. N. M. Perera Mawatha, Colombo 08.
Tele :+94117577577

Fax 1+94117577511

E-mail : orientleasing@sltnet.lk

Board of Directors

of the Company

Company Secretary

Company Auditors

Dr. D. C. Jayasuriya PC - Chairman (Non-Executive Director)
Mr. M. J. T. Waas - Executive Director/CEO

Mr. P. A. Schaffter - Non-Executive Director

Mr. R. Schaffter - Non-Executive Director

Mr. A. W. Atukorala - Independent Non-Executive Director
Mr. A, Tittawella PC - Independent Non-Executive Director
Mr. S. Wikramanayake - Independent Non-Executive Director
Mrs. L. K. Gunatilake - Independent Non-Executive Director
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KHL Corporate Services Limited

No. 75, Arnold Ratnayake Mawatha, Colombo 10.
Tele :+94 112639878

Fax  :+94 112639868

M/s KPMG Ford, Rhodes, Thornton & Co.( Chartered Accountants)
32A, Sir Mohamad Macan Makar Mawatha, Colombo 03.

Tele :+ 94115426426

Fax 1+ 9411 2445872

Bankers to the Company: Commercial Bank of Ceylon PLC

NDB Bank PLC

Peoples Bank

Sampath Bank PLC

Bank of Ceylon

Seylan Bank PLC

Hatton National Bank PLC
Union Bank PLC

Lawyers to the Company: Gunawardene & Ranasinghe Associates

Paul Ratnayeke Associates
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Information relevant to the Introduction

Introduction of Ordinary Voting Shares for Listing

This Introductory Document dated 27"

of March 2012 is published for the purpose of
obtaining a Listing on the Colombo Stock Exchange for the One Hundred and Fifteen
Million and Six Hundred and Twenty Five Thousand (115,625,000) Ordinary Voting Shares

of Orient Financial Services Corporation Limited.
The Shares will be listed on the Diri Savi Board of the Colombo Stock Exchange.
Collection Points

Copies of the Introductory Document may be obtained from the Managers to the
Introduction or from any Member Firm or Trading Member of the Colombo Stock

Exchange.

The collection points are set out in Annexure A.

MANAGERS TO THE INTRODUCTION

Kenanga Investment Corporation Limited,
Level 04, Landmark Building,
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Overview of the Industry

The financial system in Sri Lanka comprises of the major financial institutions, namely the
Central Bank of Sri Lanka (CBSL), Licensed Commercial Banks (LCBs), Licensed Specialized
Banks (LSBs), Licensed Finance Companies (LFCs) also known as Registered Finance
Companies (RFCs), Specialized Leasing Companies (SLCs), Primary Dealers (PDs), Pension
and Provident Funds, Insurance Companies, Rural Banks, Merchant Banks, Unit Trusts and
thrift and credit co-operative societies; the major financial markets, such as the foreign
exchange market, money market, capital market and the informal financial market; and
the financial infrastructure which is the legal framework related to the financial system and
the payment and settlement system.

The non-banking sector of the financial system in Sri Lanka comprises Licensed Finance
Companies (LFCs) and Specialized Leasing Companies (SLCs). The non-banking sector
plays an important role in the development of the country with its network of 605
branches countrywide. The non-banking sector caters more towards the rural community
and SME's across the island. With 80% of the country’s population living in rural territories,
this makes it a significant market.

The financial sector showed continued growth in 2011. Financial Institutions expanded to
facilitate the economic growth which the country started to experience after the end of
the 30 year civil conflict. Credit growth continued to expand in 2011. The stability of the
financial institutions in terms of capital, liquidity, profitability and asset quality was
maintained throughout the year. The Finance Business Act and the Mandatory Deposit
Insurance scheme are some of the steps taken by the CBSL in order to strengthen the
regulatory and prudential framework of the financial sector. The incentive taken by CBSL
such as the establishment of a secured transactions registry for movable property which
will facilitate lending by using such properties as collateral, key payment and settlement
system operated with a high degree of availability and safety. Introducing regulations for

mobile payments will help to improve the performance of the Finance sector further.
Performance of Non -Bank Financial Institutions

The branch network of the Non-Bank Financial Institutions (NBFI) sector expanded with
the expansion of economic activities. The total number of NBFIs increased to 56, with the

licensing of a new company during the first half of the year. The branch network increased
to 605, with 58 new branches.
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Credit provided by the NBFI sector increased by 19 per cent in the first six months of 2011
compared with 11 per cent in the corresponding period of 2010. Total loans outstanding
amounted to Rs. 316 billion as at end June 2011. Loans provided for finance leasing grew
by 44 per cent, while pawning increased by 22 per cent in the first half of 2011. Deposits of
the NBFI sector grew, while borrowings declined marginally. Deposits increased by 13 per
cent to Rs. 166 billion in the first half of 2011. Borrowings decreased by 0.1 per cent in the

first six months of 2011, mainly due to a decline in bank borrowings by SLCs.

A declining trend in non-performing loans was recorded by the NBFI sector which
indicated that the credit quality of the NBFI has increased. Both the gross and net
Non-Performing Loan (NPL) ratio of the sector declined to 6.5 per cent and 2.5 per cent,
respectively, as at June 2011.The liquid asset to total asset ratio declined from 8.6 per cent

in June 2010 to 5.8 per cent in March 2011 and increased to 6.0 per cent as at June 2011.

However, profitability of the NBFI sector was at a high level. The profits after tax increased
by 6 per cent in the first half of 2011 compared with the negative growth in the
corresponding period of 2010, on account of the greater volume of business and increased
net interest income in the lower interest rate environment. Consequently, the ROA and
ROE increased to 5.1 per cent and 28.3 per cent as at June 2011.The capital adequacy of the
NBFI sector strengthened. Capital funds increased by 26 per cent in the first half of 2011
and the Capital Adequacy Ratio (CAR) of the NBFI sector exceeded the regulatory
minimum requirement. The Tier 1 (core) CAR and the total CAR ratio rose to 20.6 percent

and 11 per cent as at June 2011. The gearing ratio was comfortable.

Capital adequacy and liquidity requirements were introduced for SLCs. SLCs are required
to maintain a risk-weighted CAR similar to RFCs (Tier 1 CAR of 5 per cent and total CAR of
10 per cent) from July 2011. In addition, SLCs are required to maintain a liquid assets
requirement of 5 per cent from January 2012 and 10 per cent from January 2013. The
direction on structural changes of SLCs dated 30 March 2011 was amended to require the
prior approval of the CBSL for the sale of businesses, establishment of subsidiary
companies or any corporate changes.

Source: Website of Central Bank of Sri Lanka (www.cbsl.gov.lk)-Recent Economic
Developments: Highlights of 2011& Prospects for 2012
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Selected Data and Key Financial Soundness Indicators of NBFI

Bn 2009 2010 2011

June June | June ®
Total Assets 284 323 413
Advances 192 219 316
Deposits 105 131 166
Borrowings 97 102 139
Capital Funds 42 42 54

(Per Cent)

Total Capital Adequacy Ratio 136 10.1 11.0
Tier 1 Capital Adequacy Ratio 259 241 20.6
Gross Non Performing Accommodations Ratio 89 97 6.5
Net Non Performing Accommodations Ratio 49 46 25
Return on Assets (Before Tax) (ROA) 0.02 37 51
Return on Equity (After Tax) (ROE) (4.0) 174 283
Liquid Assets to Total Assets 9.0 86 6.0

(a) Provisional

Table 1: Data and Key Financial Soundness Indicators of NBFI

Data Source: Website of Central Bank of Sri Lanka (www.cbsl.gov.lk)
(Recent Economic Developments : Highlights of 2011 & Prospects
for 2012)
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Overview of the Company

Group Structure

Orient Financial Services Corporation Limited (OFSCL) is a subsidiary of Orient Capital Ltd
(OCL) (previously known as People’s Venture Investment Company Ltd) which holds a
majority stake in OFSCL amounting to 64.99%(75,149,994) of the total shareholding as at
20th of March 2012. OCL is a fully owned subsidiary of Janashakthi Financial Services Ltd.

Orient Capital Limited

People’s Venture Investment Company (Pvt) Ltd (PVIC) was incorporated on 24th of March
1992 and was owned by People’s Bank (62%) and National Insurance Corporation (38%).
Janashakthi Insurance acquired 51% of the shares of the National Insurance Corporation
on 20th of June 2001 and 39% of the Shares on 29th of August 2002.Janashakthi Insurance
and National Insurance Corporation were amalgamated by a court order on 31st of
December 2006. In 2003 People's Bank sold its entire shareholding in PVIC to National
Insurance Corporation. PVIC became a member of the Janashakthi Group due to National
Insurance Corporation being part of the Janashakthi Group. In January 2010 Janashakthi
Insurance sold its shareholding in PVIC to Janashakthi Financial Services Limited and the
Company name was changed to Orient Capital Limited in 2012.

Orient Capital Ltd (previously known as Peoples’ Venture Investment Company (Pvt) Ltd)
was initially set up as a venture capital entity by the People’s Bank. The vision of the
company is to become a fully-fledged Investment Banking institution catering to
wholesale and retail financial markets.

As the first step towards this vision, the Company acquired Orient Financial Services
Corporation Ltd from United Motors Lanka PLC which is a specialized finance leasing

establishment registered with the Central Bank of Sri Lanka in 2011.

Orient Capital is the Holding Company of Orient Wealth Ltd and Orient Financial Services
Corporation Ltd. and will continue to make strategic investments which will benefit the

Group as a whole.

Shareholders of Orient Capital Limited
Janashakthi Financial Services Ltd holds 99.99% of the Shares of Orient Capital Limited.
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Directors of Orient Capital Limited

® Mr.C.T.A Schaffter (Chairman)

® Mr. Rohan Senanayake (Managing Director)*
®  Mr. Prakash Schaffter

® MrRamesh Schaffter

*Mr. Rohan Senanayake is also the Managing Director of Kenanga Investment Corporation
Ltd., the Managers to the Introduction.

Group Structure

[ JANASHAKTHI LIMITED ]

50.79% 63.66% 99.99% 21.32%

AGRISQ!
(PRIVATE) LIMITED

JANASHAKTHI
FINANCIAL
SERVICES LTD

UAD JANASHAKTHI
INSURANCE PLC

DUNAMIS
CAPITALPLC

ORIENT WEALTH
LIMITED (OWL)

99.99% 99.87%

ORIENT CAPITAL
LIMITED (OCL)

ACLAND INSURANCE
SERVICES LIMITED

64.99%
|

(ORIENT FINANCIAL
SERVICES CORPORATION |

LIMITED (OFSCL)

Figure 1: Group Structure

14

5.2

53

Orient Financial Services Corporation Limited
Introductory Document

Orient Financial Services Corporation Limited

Orient Financial Services Corporation Limited (OFSCL) commenced commercial
operations with an issued and paid up capital of Rs.125 Mn in July 2003 as a SLC with the
approval of the CBSL. The promoters of the Company were Readywear Industries Ltd and
United Motors Lanka PLC (UML). Readywear Industries Ltd. held 80% of the issued capital
and for strategic reasons subsequently sold their stake to United Motors Lanka PLC, agent
of Mitsubishi Vehicles in Sri Lanka and a listed entity in the Colombo Stock Exchange on
20t of November 2003. During the third year of operation the major shareholders infused
more capital placing their confidence in the operation of the company. In February 2011,
UML sold its stake to Orient Capital Ltd (which was earlier known as People’s Venture
Investment Company Ltd) which is a subsidiary of Janashakthi Financial Services Ltd. As a

result the company is now under the Janashakthi Group umbrella.

Leasing and hire purchase are the main activities of the Company while micro finance and
factoring also contribute to the overall profitability of the Company. The contribution of
leasing activities to the total income of the company in 2011 was 52% and hire purchase
contributed to 27% of the total income of the company in 2011. The contribution of
factoring activities to the total income was 12%. Leasing activities generated an income of
Rs.175 Mn in 2011. The company has an island wide client base of around 9000. The
Company has recorded a net profit for 6 years out of the 8 years of operation. In 2011 the
Company posted its best performance since inception, achieving Rs. 82.8 million profits
after tax compared to the previous year's profit of Rs. 40.7 million. Return on Equity stood
at 24.18% on par with the industry average and Return on Total Assets also recorded 6.2%
as against the 2.71% in the previous year. Earnings per share (EPS) for the year were Rs.
3.45, which is a 102.9% increase over the previous year.

Branch Network
OFSCL has five fully-fledged branches and six window offices at the district offices of
Janashakthi Insurance PLC (JI). Branches are located in Ampara, Matara, Kurunegala,

Kochchikade and Welisara. The window branches are located in Avissawella, Galle,

Gampaha, Kalutara, Kandy, Kegalle and Vavuniya.
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Shareholders of the Company

The Top Twenty (20) Ordinary Shareholders of OFSCL as at 27 March 2012 are as follows:

Orient Capital Limited 75,149,994 64.99
First Capital Holdings PLC 23,125,000 20.00
Vinitha (Pvt) Ltd 11,150,000 09.64
Next Ventures Limited 5,782,500 05.00
Mr. LU.D Fernando 350,000 00.30
Mr. C.J Anic 30,000 00.03
Ms.K.C. Nirmala 5100 00.00
Mr.M.J.T Waas 5,000 00.00
Mr.S. B. G. Girihagama 1,000 00.00
Mr.H. S.Caldera 1,000 00.00
Mr.G. R Clark 1,000 00.00
Mr.P. S. T.Fernando 1,000 00.00
Mr.W. L. S.Fonseka 1,000 00.00
Mr.D. M. N. P.Karunapala 1,000 00.00
Mr.D. A. Katuwawala 1,000 00.00
Mr.J. K. D. N.Pushpakumara 1,000 00.00
Mr.D. T. S.Rajapakse 1,000 00.00
Mr.W. L. N.Rajeewa 1,000 00.00
Mr.J. A. D.Wijayabandara 1,000 00.00
Others 16,406 00.01
Total 115,625,000 = 100.00

Table 2: Shareholders of the Company

It should be noted that more than 10% of the shares of OFSCL are held by over 100 ‘Public’
shareholders holding a minimum of 100 shares each, as defined by the CSE Listing Rules.

Out of the 115,625,000 Ordinary Voting Shares to be listed on the Colombo Stock
Exchange 59,999,995 shares (52% of the total Shares) will be available for trading from the
first day of trading of the Company’s Shares. The balance 55,625,005 shares will be
available for trading from 20t of June 2012

16
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Future Plans

OFSCL obtained a provisional license to operate as a Registered Finance Company from
the Monetary Board of the Central Bank of Sri Lanka on 12t of January 2012 under the
Finance Business Act No 42 of 2011. Along with the envisaged change in status to that of
a Registered Finance Company from a Specialized Leasing Company and the current
economic development of the economy, the management is planning to expand business

activities to the optimum potential while supporting the needy category of the country.

In the first phase the Company expects to expand customer reach points through window
offices and to upgrade these window offices into fully fledged branches in order to
provide convenient access for potential and existing customers. OFSCL also intends to
expand the lease and debt factoring portfolio of the Company to mid-size corporate
enabling the company to further increase its market share in the low risk category thus
maintaining the quality of its credit portfolio.

The company is in the process of minimizing the maturity mismatches and maintaining a

higher liquidity ratio to build confidence among the depositors.

The Company also intends to source a part of its financing through foreign funds. OFSCL
will focus on enhancing its lending portfolio under prudential norms in the coming years,
mainly through geographical penetration and the introduction of new financial
instruments to cater to niche markets. CBSL has given the green light for the financial
services sector to source foreign funds. In light of this OFSCL is also looking at sourcing
funds via this method. The Leasing Association of Sri Lanka and the Finance Houses
Association of Sri Lanka are also exploring the avenue of arranging foreign funds through

securitization of lease receivables. OFSCL will also participate in this endeavor,

At present the company is backed by its Parent Company through an infusion of capital
and strengthening of the balance sheet for long term finance needs. The Company will be
able to obtain more equity capital after it is listed on the CSE which will enable OFSCL to
open up more branches, catering to a large number of geographically dispersed
customers. Even though the short term profitability ratios may be unfavorable to the
Company with the planned branch expansion, in the long term it will yield higher
profitability, when the Company's revenue starts growing with a relatively slow growth in
costs.
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The Company will open 15 branches within a period of two (02) years in strategic locations
subject to CBSL approval. The funding for the new branches will be sourced through
deposit mobilization, debt securitization, bank loans, foreign funding, debentures and
equity based on market conditions.

Being a part of the Janashakthi Group, OFSCL will be able to tap Group resources at
competitive cost structures in order to attract clients, which will help OFSCL to maintain
sustainable growth in the branches. It is a vital process starting from branding, to
positioning the company in the minds of target customers, creating new customers as
well as retaining the existing client base of the Company.

Assumptions regarding future plans
OFSCL expects the macroeconomic environment of the country to be conducive due to
the cessation of the three decade long war and the expectations of accelerated economic

development.

OFSCL expects that economic development would result in increased demand for the
financial products offered by the Company.

The Company expects current tax legislation applicable to its financial products either to
remain unchanged or have no major adverse change.

OFSCL expects no major adverse changes in the interest rate environment.

The Company also expects that it would have access to and the availability of funding to
facilitate future lending at an optimum cost.

Risks associated with future plans

Financial institutions like OFSCL are constantly exposed to numerous risks. These include
credit risk, interest rate risk, liquidity risk, reputational risk, operational risks, regulatory risk
etc.

Credit Risk

Credit risk occurs when a borrower is unable to repay their rentals according to the terms
of the Lease or Hire Purchase Agreement. Even though the absolute ownership of the

underlying asset is with OFSCL the amount realizable through the subsequent sale of the
asset may be insufficient to recover the outstanding amount fully in the event of default.
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Therefore, OFSCL may experience losses which could have a material adverse effect on its
operating results and financial position. The Company adopts a comprehensive credit
evaluation policy at the time of granting such facilities and also maintains a close
relationship with its customers in order to ensure that the recovery process can be
expedited if the lease / hire purchase commitments are not met.

Liquidity Risk

Liquidity risk for a financial institution is the risk of inability to meet its obligations as they
become due. This risk could arise due to several factors including reliance on a particular
source of funding, market-wide issues, changes in credit ratings, etc. Lack of liquidity may
pose solvency issues for the Company and the Company may have to curtail its
disbursements and increase the need for funding to meet the liquidity requirements.

Interest Rate Risk

As acompany in the financial services industry, the Company’s profitability is linked to the
volatility of interest rates. The volatility of interest rates may affect the spread between
lending and borrowing rates. A maturity mismatch could exist between the lending
portfolio and corresponding funding that could affect the interest rate spread due to
interest rate volatility. When the Company’s lending is mainly on fixed rates and where the
borrowing may be on floating rate this mismatch could expose the Company to interest
rate risk particularly in a rising interest rate scenario.

Competition with Other Institutions

OFSCL operates in a highly competitive industry facing competition from various
institutions operating in the financial services industry such as LCBs, RFCs, LSBs and other
SLCs. These institutions may offer similar products and services that are offered by OFSCL.
This may reduce or limit OFSCL’s lending and borrowing capacity and will also affect the
interest spreads. Competition may affect the growth and the market share of the company
which in turn could affect the bottom line of the Company adversely.

Adverse Economic Conditions

The Company will be able to implement its future plans only if favorable local economic
conditions prevail. In the event there is a macroeconomic downturn it will affect the
customer base of OFSCL which is the SME sector and the Middle Income groups. This may
in turn affect the growth of the lending portfolio of the Company and recoverability.
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However as the economy has been showing signs of improvements after the end of the 30
year old civil conflict the growth opportunities for OFSCL remain high

Also, since OFSCL has taken sufficient measures to address credit risk and since the
average exposure for asingle client is low the impact of the risk is greatly reduced.

Regulatory Risk

The financial services industry which OFSCL operates in is one of the most regulated
sectors in Sri Lanka due to the general public interest and the impact it has on the
economy. The CBSL governs the operations of SLCs and may from time to time impose
regulations on provisioning for non-performing loans, interest rates, capital adequacy
ratios, capital requirements, etc. Furthermore, any regulatory change, or increase in
industry regulations may increase the costs of the Company and may have an adverse
impact on their financial performance.

Operational Risk

Operational risks include fraud, errors by employees or third parties, failure to comply with
applicable regulatory requirements and conduct of business rules, equipment failures,
natural disasters or the inadequacy or failure of systems and controls, including those of
OFSCL and third parties. Many types of operational risk, such as the destruction of
property, are covered by insurance. However, good management, as seen at OFSCL is
required to mitigate operational risk.

Changes in Tax Legislation

Any increase in tax rates or imposition of additional taxes may reduce its profitability.
Reputational Risk

Negative public opinion can result from the actual or perceived manner in which OFSCL
conducts its business activities or from actual or perceived practices in the financial
industry. Negative public opinion, such as the ripple effect caused by the failure and
instability of other financial institutions may adversely affect OFSCL's ability to maintain
and attract customers.

However OFSCL enjoys a good reputation in the industry and in the eyes of the public. This

is further strengthened by being a part of the Janashakthi Group which is one of the most
respected brands in Sri Lanka.
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Branch Expansion

Aggressive branch expansion plans of competitors may dampen the strategy of opening
branches by OFSCL. However, due to the expertise and service orientation of OFSCL and
with the backing of Janashakthi Group resources the competition can be minimized.

Provisional Approval to operate as a Registered Finance Company

The Monetary Board of the Central Bank of Sri Lanka has granted provisional approval for
licencing OFSCL under the Finance Business Act No 42 of 2011 subject to the following
conditions:

® Amending Articles of Association of the Company to include the required provisions
of carrying on finance business

®  Submitting an undertaking by the Board of Directors of OFSCL to:

® List the Company in the Colombo Stock Exchange within one year from the date
of issuance of license; and

® Take necessary steps to reduce non-performing advances to at least the industry
average within one year from the date of the provisional approval.

Accordingly licence in terms of section 5(3) (b) of the Finance Business Act. No. 42 of 2011
will be issued once the above steps are completed.

As per the provisional approval granted by CBSL, OFSCL cannot commence finance
business before the licence is issued. The Company has not commenced accepting
deposits from the public. OFSCL has satisfied the first condition set out in the provisional
approval. The Company has obtained CBSL approval for the amended Articles of
Association of the Company. OFSCL has submitted an Undertaking by the Board of
Directors to CBSL stating that the Listing of OFSCL on the Colombo Stock Exchange is in
progress and that the Company will take necessary steps to reduce non-performing
advances to the industry average within one year from the date of the provisional
approval (i.e from 12t of January 2012). Approximately within two (02) months from May
2012 OFSCL will be able to obtain the licence to operate as a Registered Finance Company
(RFC) subject to CBSL approval. In the event that the licence to operate as a RFC is not
granted the Company will continue its business as a Specialized Leasing Company. The
Provisional approval is only valid for a period of 6 months from 12t of January 2012. (From
12t of January 2012 to 11 of July 2012)
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Dependence on Key Customers & Suppliers

Even though the Company is catering to the SME sector and Middle Income Groups, the
SME sector being vast and consisting of many sub-sectors, disbursements are carried out
in all sub-sectors based on the clients’ creditworthiness and are not limited to a few
sub-sectors. Therefore risk is diversified across the sub-sectors. Further, since our lease

ticket size is comparatively small the risk is spread over a large customer base.

Once the RFC license is obtained the dependency on any particular entity for funding too
will further reduce.

Human Resources
As at 29t of February 2012 there are 144 employees of the Company.

OFSCL has not entered into any collective agreements with the employees of the
Company as the employees of the Company were not members of any trade union.

The Employee Composition is given below:

ateg No of Employees

CEO 01
Deputy General Manager 01
Asistant General Manager 04
Senior Manager 02
Manager 06
Assistant Manager 16
Senior Executive 07
Executive 104
Non Executive 03
Total 144

Table 3: Employee Composition
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Emoluments
Directors

Emoluments paid to directors including bonus and/or profit sharing payments for the
Year ended 315t March 2011 is Rs.11,357,216/- and the estimated emoluments including
bonus and/or profit sharing payments payable to the directors for the current financial
year would be Rs. 11,989,381.48/-.

Senior Management

Emoluments paid to the Senior Management in the form of salaries and bonuses for the
Year ended 315 March 2011 is Rs.8,855,043.76/- and the estimated emoluments in the
form of salaries and bonuses payable to the Senior Management for the current financial
year would be Rs. 12,499,577.45/-

Litigation, Disputes and Contingent Liabilities

The Company has not been involved in, nor is it currently involved in any legal arbitration
or mediation proceedings in the recent past, which may have had a significant effect on

the Company's financial position and profitability.

There have been no penalties imposed by Regulatory or State Authorities on the
Company.

The Company does not have any contingent liabilities that would affect its current and
future profits in any such proceedings.
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Corporate Structure

Board of Directors

The Board of Directors of OFSCL is responsible for the governance of the Company and
supervises and provides guidance and direction to the operations of the Company.

In conformity with standards of best practice the role of the Chairman and the Chief
Executive Officer (CEO) are separated with the positions being held by two individuals

who are independent of each other.

The Board comprises Eight (08) Directors, including Four (04) Independent Non-Executive
Directors.

Name of Director Age Address Designati

Dr.D.C.JayasurijaPC 61 NO.40/12, Swarnadisi Place, ~ Chairman/
off Koswatte, Nawala. Non-Executive Director

Mr. M. J. Travis Waas 53 No. 20, Purana Vihara Mw, CEO/Executive Director

Colombo 06.

Mr. Prakash A Schaffter 44  No.15M, Ekanayake Avenue,  Non-Executive Director
Nugegoda.

Mr. Ramesh Schaffter 42 No.15B, Ekanayake Avenue, Non-Executive Director
Nugegoda.

Mr. Ananda W 62 No.42/1, Horton Place, Independent Non-

Atukorala Colombo 07. Executive Director

Mr. Anil Tittawella PC 49  No. 8, 2nd Lane, GalpottaRd, Independent Non-

Nawala. Executive Director
Mr. Sarath 57  No. 8, Swarna Place, Nawala.  Independent Non-
Wikramanayake Executive Director
Mrs. Lakshmi K 64  No.56, Moronthuduwa Rd, Independent Non-
Gunatilake Wadduwa. Executive Director

Table 4: Composition of the Board of Directors
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Profiles of the Board of Directors
Dr. D.C Jayasuriya President’s Counsel - Chairman (Non -Executive Director)

Dr. Dayanath Jayasuriya (LLB (Ceylon); Ph.D. (Colombo); Fellow - International Compliance
Association (U.K.); Hony Fellow - Society for the Advanced Study of Law (UK.); Member
-Singapore Institute of Directors). He spent almost ten years in the Attorney-General’s
Office in Sri Lanka where he appeared in many important financial services law cases and
thereafter was out of the country for over 20 years working for the United Nations and its
specialized agencies in Geneva, Vienna, Bangkok, New Delhi and Islamabad.

He returned to Sri Lanka in 2000 and was appointed the Director General and CEO of the
Securities and Exchange Commission and the Insurance Board of Sri Lanka and held these
posts until 2003. In 2004 he was appointed Chairman of both these regulatory bodies. Dr.
Jayasuriya is the Founder Chairman of the South Asian Insurance Regulators” Forum. In
2005 he served as the Chairman of the International Organization of Securities
Commission (IOSCO) President's Committee. Under his Chairmanship 10SCO adopted a
series of major recommendations for the future direction of IOSCO and the regulation of
capital markets.

Currently he is the Managing Partner of Corporate Governance Advisory Services Pte. Ltd.,
a consultancy firm registered in Singapore. He serves as a Director, Citystate Insurance
Company Limited and Global Investment Prosperity (Pvt) Ltd. Since 2005 he has been a
Director of the International Financing Facility for Immunization Co. Ltd. (UK) and a
member of its audit committee. Dr. Jayasuriya has served as a Director of the Public
Utilities Commission, the Public Enterprises Reform Commission, the Accounting and
Auditing Standards Monitoring Board, the National Procurement Agency and as a Trustee
of the Construction and Guarantee Fund.

Dr. Jayasuriya has been a Visiting Scholar at Harvard University and has lectured at many
leading universities including Cambridge University, London University, Georgetown Law
School, Delaware Law School, McGill University and the University of Sydney. He is a
Visiting Professor of Mercantile Law at the University of the Free State, South Africa. He has
written more than 20 books, 25 monographs and published over 200 articles.
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Mr. M. J. Travis Waas-Chief Executive Officer (Executive Director)
(Resigned with effect from 30t June 2012)

He possesses a Bachelor’s Degree in Science from University of Colombo and a MBA from
NTSU (Univ. North Texas), USA.

Mr. Waas counts more than 20 years' experience in leasing, having commenced his career
at Lanka Orix Leasing Company Ltd in 1987. After serving at Hatton National Bank PLC and
Vanik Incorporation Ltd where he set up their respective leasing divisions, he joined DPMC
Financial Services (Pvt) Ltd (DPMCFS), a company of the David Pieris Group as its
Executive Director in 1999. Under the DPMCFS cluster, he also served as the Executive
Director of DP Global Securities (Pvt.) Ltd, a member Stock broking firm of the CSE and DP
Capital Management (Pvt) Ltd, a fund management and margin trading facilitator
registered with the SEC and was instrumental in setting up Assetline Leasing Company
Ltd., in 2003 where he served as its Managing Director till 2009.

Mr. Waas also served as a Director of the Leasing Association of Sri Lanka over a two year
period. He also served as the Chairman of DP Corporate Services (Pvt.) Ltd, Managing
Director of DP Insurance Brokers Ltd, Non-Executive Director of LB Finance Ltd and
Non-Executive Director of People’s Merchant Bank Ltd.

Mr. Prakash A Schaffter (Non-Executive Director)

Mr. Prakash Schaffter is the Managing Director of Janashakthi Insurance PLC. He is a Fellow
of the Chartered Insurance Institute and counts industry experience of over two decades
in the United Kingdom and Sri Lanka, complemented by a thorough knowledge of
international insurance practice.

He possesses a Bachelor's Degree in Political Science from the University of London and a
Masters in Business Administration from the University of Cambridge. He is also the Vice
President of the Insurance Association of Sri Lanka (IASL) having served on the Committee
for several years. He has also been a part of consultative committees on various industry
related matters.

He was a part of the core team that founded Janashakthi Insurance and was initially
Deputy General Manager Finance and Administration before being appointed General
Manager. In 1998 he was appointed to the Board of Janashakthi Insurance as
Director/General Manager and was instrumental in the acquisition and subsequent
amalgamation of the business of National Insurance Corporation Limited.
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He has played cricket at a high level, having represented both Cambridge University and
London University. He was also the Secretary of the Interim Committee which governed
Sri Lanka Cricket until recently. He is the President of the Tamil Union Cricket & Athletic
Club, at which Club he has served as a Committee Member since 1992. He is also the
current President of the Young Presidents’ Organization (YPO) Sri Lanka Chapter.

Mr. Ramesh Schaffter (Non-Executive Director)

A versatile personality with over two decades experience in Finance & Marketing, he is a
Fellow Member of the Chartered Institute of Management Accountants UK and a former
Council Member of the Chartered Institute of Management Accountants Sri Lanka
Division and an Associate member of the Chartered Institute of Marketing. Having served
as Secretary to the Board of Janashakthi Insurance since the inception of Janashakthi
Insurance in 1994 he was appointed to the Board of Janashakthi Insurance in 2004. He has
also served on the Boards of several public listed and unlisted companies.

An accomplished public speaker he has won several awards at National and International
level at Toastmasters’ contests. He is a Vice President of the Tamil Union Cricket & Athletic
Club and is the incumbent Treasurer of Habitat for Humanity Sri Lanka, an NGO engaged
in providing housing for low-income families.

Mr. Ananda W Atukorala (Independent Non-Executive Director)

Mr. Atukorala possesses extensive experience in banking both in Sri Lanka & Overseas. He
has served as Deputy General Manager, ANZ Grindlays Bank; Country Manager Sri Lanka,
Mashreq Bank PSC and was a former advisor to the Ministry of Policy Development &
Implementation.

Presently, he serves as an Independent Non-Executive Director of Union Bank of Colombo
PLC, United Motors Lanka PLC, Mega Containers Ltd., Platinum Realty Investments (Pvt.)
Ltd, Pragnya Tech Parks Lanka (Pvt.) Ltd, Saphron Solutions (Pvt.) Ltd. and Arni Holdings
and Investments (Pvt) Ltd. and as an Alternate Director of The Finance and Guarantee
Company Limited - a subsidiary company of Union Bank of Colombo PLC.

Mr. Atukorala had also served as a Member of the Technology Initiative for the Private
Sector - an USAID sponsored project with the Ministry of Industrial Development. He is
also a Working Committee Member - Commercial Banking Sector - Presidential
Commission on Finance and Banking, Committee Member - Banker's Club of Sri Lanka and
a Former Director - Sri Lanka Banks Association (Guarantee) Ltd. and CRIB - Credit
Information Bureau of Sri Lanka. He holds a B.Sc (Leeds, UK) , MTT (North Carolina, USA)
and a MBA.
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Mr. Anil Tittawella President’s Counsel (Independent Non-Executive Director)
(Appointed with effect from 28 of March 2012)

Mr.Anil Tittawella is a President’s Counsel and had a varied professional career with a wide
range of subjects both in terms of litigation and under other dispute resolution
mechanisms. His expertise is in civil and commercial law litigation, alternate dispute
resolution mechanisms, legal documentation, drafting, negotiation, mergers and
acquisitions, corporate legal matters and legal due diligence. Some of the countries that
he has represented his clients in are Pakistan, South Korea, Hong Kong, Sweden, UAE,
Thailand, Singapore, England, USA, India, Mauritius, New Zealand and Switzerland.

Mr.Tittawella has been a member of the Bar Association of Sri Lanka Committee on
Company Law Reform (1995-1996), member of the Ceylon Chamber of Commerce
Committee on Company Reforms (1993), Member of the Sri Lanka Swedish joint Legal
team to formulate the new Arbitration Act of Sri Lanka (1994-1997). He was also the Legal
Consultant to the Airport and Civil Aviation Authority of Sri Lanka (1994-1997) and the
founder member of the Institute of Commercial Law and Practice in Sri Lanka (1995). Mr.
Tittawella also functioned as a commission member of the Securities and Exchange
Commission of Sri Lanka from 2000 to 2002 and was also a Member of the Insurance Board
of Sri Lanka from 2001 to 2002.He is a Member of the Bar Association of Sri Lanka and the
Colombo Law Society.

Mr. Tittawella is an Attorney-at-Law of the Supreme Court of Sri Lanka and holds Solicitors
(final) Examination of the Law Society of the United Kingdom and Masters in Law (Hons)
University of Waikato, New Zealand.

Mr. Sarath Wikramanayake (Independent Non-Executive Director)
(Appointed with effect from 239 of April 2012)

Mr. Wikramanayake started his career at Ford Rhodes Thornton & Co and then moved to
the Bank of Butterfield in Bermuda and during his 17 years at the bank he climbed up the
corporate ladder from Internal Auditor to Executive Vice President and Chief Financial
Officer. In 1999 he joined Union Assurance Limited and was appointed as the Chief
Executive Officer in 2000. Currently he is a Director of NDB Bank PLC, NDB Investment
Bank, CDIC PLC, Aviva NDB Insurance PLC, NDB Aviva Wealth Management Ltd, Aviva NDB
Finance Lanka (Private) Ltd and PC House PLC. Mr. Wikramanayake is also a Director of
Greenwich Lanka (Private) Ltd, Procifinity Ltd. and Inforserve Ltd.

He served as the President of the Insurance Association of Sri Lanka in 2001/2002 and has
also served as a Council Member of the Chamber of Construction Industry, Chairman of
the Insurance Sub-Committee of the Ceylon Chamber and Member of two
sub-committees in a governmental Financial Sector Reforms initiative.
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Mr. Wikramanayake was awarded the World Company Law and Taxation prize by the
Institute of Chartered Management Accountants (UK) and was also awarded the Auditing
prize at the final examination of the Institute of Chartered Accountants Sri Lanka. He is a
Chartered Accountant and is a Chartered Management Accountant. He is a Passed Finalist
of the Board of Certified Public Accountants of USA and a Passed Finalist of the
Association of Certified Accountants UK. He was also a Certified Information Systems
Auditor (CISA) and holds the General Diploma of the American Institute of Bankers.

Mrs. Lakshmi K. Gunatilake (Independent Non-Executive Director)
(Appointed with effect from 28t of March 2012)

Mrs. Gunatilake possesses 28 years of executive experience at the Central Bank of Sri
Lanka, which she began as an Economist in 1979. Since then, she served in the Economic
Research Department and the Banking Department of the Central Bank. In 2001, she was
appointed the Director of the Department of Supervision of Non-Bank Financial
Institutions. She held this position up to her retirement in 2007. She was a Member of the
Financial System Stability Consultative Committee of the Central Bank from January 2008
to June 2011.

Mrs. Gunatilake is a Fellow and an Associate Member of the Institute of Bankers of Sri
Lanka and she holds a B.A (General) with Economics as a subject from University of
Peradeniya, B.A (Hons) in Monetary Economics from University of Peradeniya, M.Sc in
Agricultural Economics from University of Peradeniya and M.A in Economics from
University of Manchester, UK.

Mr. K. R. D. Bandaranaike -Chief Executive Officer
(With effect from 01t July 2012)

Mr. K.R.D.Bandaranaike has over 25 years' experience in the financial services sector of
which 7 years has been in Leasing and Hire Purchase and 18 years in the Colombo Stock
Exchange (CSE), 14 years of which have been in a Senior Management capacity. He has
served as Senior Manager and Assistant General Manager in Trading, Marketing, Business
Development, Branch Development, Human Resources and Clearing and Settlement at
the CSE.

Mr.Bandaranaike is presently the Chief Executive Officer of People’s Merchant PLC which
is a listed company and is an associate of the People’s Bank Group.

Mr. Bandaranaike holds a Masters in Business Administration (General) from the University
of Southern Queensland Australia, a Bachelor of Laws (LLB) Degree from the Open
University of Sri Lanka, a Post Graduate Diploma in Marketing from the Chartered Institute
of Marketing (CIM) UK, a Professional Stock Broking Certificate from the Securities and
Exchange Commission of Sri Lanka and a Diploma in Credit Management from the Sri
Lanka Institute of Credit Management.
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Corporate Governance Advisory Services Pte Ltd
(a company incorporated in Singapore) -
Managing Director

Citystate Insurance Company Ltd

Global Investment Prosperity (Pvt) Ltd

Orient Wealth Ltd

Mr Prakash A Schaffter

Janashakthi Insurance PLC - Managing Director
Janashakthi Ltd

Dyer Investments (Pvt) Ltd

Patton Investments (Pvt) Ltd
Montgomery Investments (Ptv) Ltd
Rommel Investments Company (Pvt) Ltd
Schaffters (Pvt) Ltd

Janashakthi Financial Services Ltd

Pan Nippon Development (Pvt) Ltd
Acland Insurance Services Ltd

Orient Capital Ltd

K'H L Corporate Services Ltd

Rock Foundation (Pvt) Ltd

Real Entertainment (Pvt) Ltd

Orient Wealth Ltd

Mr. Ramesh Schaffter

Janashakthi Insurance PLC

Janashakthi Ltd

Acland Insurance Services Ltd

Pan Nippon Development (Pvt) Ltd
Second Janashakthi Investment Trust Ltd
Orient Capital Ltd

Janashakthi Investment Trust Ltd
Janashakthi Financial Services Ltd

Loland Holdings Ltd

Agrisquad (Pvt) Ltd

Kotmale Livestock & Agricultural Co. (Pvt) Ltd
K'H L Corporate Services Ltd

Schaffters (Pvt) Ltd

Rock Foundation (Pvt) Ltd

Real Entertainment (Pvt) Ltd

Orient Wealth Ltd

Habitat for Humanity Sri Lanka

First Alliance Money Brokers (Pvt) Ltd
Tamil Union Cricket and Athletic Club
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Directorships in Other Boards

Union Bank of Colombo PLC

United Motors Lanka PLC

Mega Containers Ltd

Platinum Reality Investments (Pvt) Ltd
Pragnya Tech Parks Lanka (Pvt) Ltd
Saphron Solutions (Pvt. Ltd

Arni Holdings and Investments (Pvt.) Ltd
The Finance and Guarantee Company Ltd

(Alternate Director)

Mr. Anil Tittawella PC

Shipping & Cargo Logistics (Pvt) Ltd
Piraus (Pvt) Ltd

Hyundai Lanka (Pvt) Ltd

Stallion Plantations Ltd

Mr. Sarath Wikramanayake

National Development Bank PLC
Aviva NDB Insurance PLC

PC House PLC

Capital Development & Investment Co. PLC
NDB Investment Bank Ltd

NDB Aviva Wealth Management Ltd
Aviva NDB Finance Lanka Ltd
Rainbow Trust Ltd

Greenwich Lanka (Pvt) Ltd
Procifinity Ltd

Infoserve (Pvt) Ltd

Eco Lodgia (Pvt) Ltd

Power World Holdings Ltd

Mrs. Lakshmi K Gunatilake

Mr. M. J. Travis Waas

Table 5: Other Directorships
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Directors’ Interest in Shares

rector No. of Shares held

| Nameoftne
Dr. D. C Jayasuriya PC - -

Mr. Prakash A Schaffter - -

Mr. Ramesh Schaffter

Mr. Ananda W Atukorala - -

Mr. Anil Tittawella PC - -

Mr. Sarath Wikramanayake - -

Mrs. Lakshmi K Gunatilake - -
Mr. M. J Travis Waas 5,000 0.004

Table 6 : Directors’ Interest in Shares

Mr.M.J Travis Waas has purchased 5,000 shares on 20t of March 2012 from Orient Capital

Ltd at a consideration of Rs.14/- per share.
Directors’ Interest in any Assets Acquired, Disposed or Leased

None of the Directors have any interest in any assets acquired, disposed or leased by the

company during the past two years from the date of this Introductory Document.
Directors’ Interest in any material contracts

OFSCL has entered into Insurance agreements with Janashakthi Insurance PLC where Mr.

Prakash Schaffter and Mr. Ramesh Scahffter are Directors.
Statement- Board of Directors

Neither the Chairman nor any director nor a person nominated to become a Director of

the Company have been involved in:

® Any petition under any bankruptcy laws filed against such person or any partnership
in which he was a partner or any corporation of which he was an Executive Officer.

® Any conviction for fraud, misappropriation or breach of trust or any other similar

offence which the CSE considers a disqualification.
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Corporate Governance

The Board of Directors of the Company is responsible for the governance of the Company.
They provide the strategic direction, leadership and guidance as well as supervision over
the management of the Company. A Board meeting is conducted once (01) a month. The
Company understands, supports and has applied the core concepts that underlie
enterprise governance and ensures that its standards remain in compliance with
regulatory requirements of the CSE listing rules. In line with this, the Company has
appointed Four (04) Independent Non-Executive directors to the Board of OFSCL
facilitating independent judgment in Board discussions and decisions. Furthermore the
Board also consists of Seven (07) Non-Executive directors.

Audit Committee

The Audit Committee comprises Three (03) Independent Non-Executive directors and
One (01) Non-Executive director. Mr.Sarath Wikramanayake has been appointed by the
Board of OFSCL as the Chairman of the Audit Committee.

The composition of the Audit Committee is as follows:

Mr. Sarath Wikramanayake -Chairman (Independent Non-Executive director)
Mr. Ananda Atukorala (Independent Non-Executive director)

Mr. Ramesh Schaffter (Non-Executive director)

Mrs. L. K Gunathilake (Independent Non-Executive director)

Mr.Sarath Wikramanayake is a Member of the Institute of Chartered Accountants Sri
Lanka, Member of the Chartered Institute of Management Accountants (UK), Passed
Finalist of the Board of Certified Public Accountants of USA and a Passed Finalist of the
Association of Certified Accountants UK.

The Committee is responsible for:

® Overseeing the preparation, presentation and adequacy of disclosures in the financial
statements of the Entity, in accordance with the Sri Lanka Accounting Standards.

® Overseeing the Entity's compliance with financial reporting requirements,

information requirements of the Companies Act No.7 of 2007 and other relevant
financial reporting related to regulations and requirements.
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® Overseeing the processes to ensure that the Entity’'s internal controls and risk
management are adequate to meet the requirements of the Sri Lanka Auditing
Standards.

® Recommending to the Board the appointment, re-appointment and removal of
internal and external auditors, approving the remuneration and terms of
engagement of the external auditors and assessment of the independence and
performance of the Entity’s external auditors,

The Audit Committee is in compliance with CSE Listing Rule 7.10.6 (a) & 7.10.6 (c)

Remuneration Committee

The Remuneration Committee consists of Three (03) Directors. Mr. Ananda Atukorala has

been appointed as the Chairman of the Remuneration Committee.

The Remuneration Committee comprises the following Directors:

® Mr. Ananda Atukorala - Chairman (Independent Non-Executive director)
® Mr. Prakash Schaffter (Non-Executive director)

®  Mr. Anil Tittawela PC (Independent Non-Executive director)

The Committee is responsible for:

Remuneration framework

The remuneration payable to the CEO and Senior Management

Senior Management performance evaluation

Performance based remuneration plans including performance incentives

Remuneration policy amendments

The MD/CEO participates at meetings by invitation, except where the CEO's
compensation package is discussed. The Committee meets at least once a year.

Risk Management Committee

The Risk Management Committee consists of Three (03) Directors. Dr. D. C. Jayasuriya PC
has been appointed as the Chairman of the Risk Management Committee.
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The Risk Management Committee comprises the following Directors:

® Dr.D.C.Jayasuriya PC - Chairman (Non-Executive director)
®  Mr. Ananda Atukorala (Independent Non-Executive director)
® Mrs. L. K. Gunathilake (Independent Non-Executive director)

The Deputy General Manager - Operations submits the asset liability mismatch and the
liquidity report to the Risk Management Committee once (01) a month with
recommendations thereon. The Committee identifies the measures to be taken with
regard to mitigating the mismatch of Assets and Liabilities and to address any liquidity
issues. The Committee also reviews the identified risks and asses the probability and
impact of the identified risks, the action plan for mitigation based on the impact and
ensures that the action plan is implemented.

Senior Management

The Senior Management team of OFSCL is as follows:

Name De:

Mr. M. J. Travis Waas Director/CEO

Mr. Susantha Caldera Assistant General Manager - Micro Finance

Mr. Lohika Fonseka Assistant General Manager - Factoring

Mr. Asela Wijayabandara Assistant General Manager - Finance and IT

Mr. Nilantha Jayanetti Assistant General Manager - Marketing

Table 7: Senior Management

Mr. M.J.Travis Waas Director/CEQ

Please refer Section 6.1.1 of the Introductory Document for the profile.

Mr. Susantha Caldera -Assistant General Manager - Micro Finance

Mr. Caldera has over 17 years' experience in marketing, of which more than 12 years
involved experience in marketing and credit related to leasing and other financial
products. He started his career at Mercantile Investments Ltd where he gained experience

in leasing, credit and recoveries & general operations in the capacity of Management
Trainee.
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He served at Lanka Orix Factors Ltd (LOFAC), a subsidiary of Lanka Orix Leasing Ltd (LOLC),
where he was responsible for marketing of debt factoring & recoveries. Thereafter he
joined Mercantile Leasing Ltd where he specialized in leasing for more than seven years
and left the company as Manager - Leasing.

In October 2005, Mr. Caldera joined Orient Financial Services in the capacity of Senior
Manager - Special Projects and was entrusted with the responsibility of setting up the
Bike Unit (Orient Ride), a division of the company purely to handle small ticket leases
mainly catering to the motor cycle segment.

He has participated in many workshops & training seminars related to Marketing, Credit
Appraisal Techniques, Lease Financing and is presently following CIM.

Mr. Lohika Fonseka - Assistant General Manager - Factoring

He possesses BA (Hons) in Business Accounting - UK , Diploma in Banking from the
Bankers Institute of Sri Lanka and the Investment Advisor Certificate of Securities
Exchange Commission of Sri Lanka. He has also completed CIMA stage Il and is presently
reading for a MBA.

Mr. Fonseka joined OFSCL in 2006 and counts over 15 years' experience in the Banking
and Financial Services sector. He started his career at Hatton National Bank and gained
experience in general banking, credit, and branch operations in the capacity of staff
officer. He also served at Seylan Bank as a credit executive for a short period of time.

He then joined Mercantile Leasing Limited and specialized in factoring for more than six
years in the capacity of Senior Manager - Marketing. He was instrumental in setting up the
Factoring division at Orient Financial Services Corporation Ltd where he serves as AGM —
Factoring.

Mr. Asela Wijayabandara - Assistant General Manager-Finance and IT

Mr. Wijayabandara is an Associate Member of the Institute of Chartered Accountants of Sri
Lanka, Associate Member of Certified Management Accountants of Sri Lanka and a
Member of the Association of Accounting Technicians of Sri Lanka. He holds a B.B.Mgt
(Accountancy) Special Bachelor's Degree from the University of Kelaniya.

While he was an undergraduate, he joined the Auditor General's Department as an Audit
Examiner where he gathered extensive experience about Value for Money Audits and
gained comprehensive knowledge on Government sector operations.
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From the Auditor General's Department Mr. Wijayabandara joined Central Industries PLC
as Accountant, where he got in-depth knowledge on corporate taxation, financial
accounting and stock valuation and management.

Mr.Wijayabandara’s banking career started at the Merchant Bank of Sri Lanka (MBSL) in
the capacity of Manager - Finance and Treasury, where he further expanded his
knowledge on Taxation and Financial Accounting in the financial services sector while
gaining experience in Treasury Management and Corporate Budgeting.

Mr. Nilantha Jayanetti - Assistant General Manager - Marketing

He earned his first degree in Business Management Accountancy (Special) from the
University of Kelaniya in 1999 and, with a view of career advancement in Corporate
Management, earned an MBA in Banking and Finance from the Postgraduate Institute of
Management (PIM), University of Sri Jayawardenepura. Mr. Jayanetti is currently reading
for a Chartered Marketer status after completing the Postgraduate Diploma in Marketing
of the Chartered Institute of Marketing-UK.

Mr. Jayanetti possesses over 12 years of frontline experience and expertise in handling
multifunctional areas such as Marketing, Sales, Supply Chain Operations and Finance. He
has over the years handled Fixed Deposits, Leasing, Term Loans, Personal Loans,
Corporate Finance and Merchant Banking.

He was instrumental in developing many financial products such as monthly deposit
schemes, leasing and other lending products at Merchant Credit of Sri Lanka Ltd, a
subsidiary of Bank of Ceylon and Merchant Bank of Sri Lanka Ltd prior to joining OFSCL.

Statement- Chief Executive Officer

Neither the Chief Executive Officer nor any person nominated to become Chief Executive
Officer of the Company has been involved in

@ Any petition under any bankruptcy laws filed against such person or any partnership
in which he was a partner or any corporation of which he was an Executive Officer.

® Any conviction for fraud, misappropriation or breach of trust or any other similar
offence which the CSE considers a disqualification.

Transactions with Key Management

The Company has not carried out any transaction with key Management personnel of the
Company as at the date of the Introductory Document.
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Capital Structure

Stated Capital

The Stated Capital of the Company comprises of 115,625,000 fully paid Ordinary Voting
Shares, representing a value of Rs. 500,000,000 as at 31t March 2012.

The Ordinary Shares of the Company confer on a holder the right to one vote, the right to
an equal Share of dividend paid by the Company to such holders and in the event of
liquidation of the Company, the right to an equal share in any surplus assets of the
Company available for distribution to Ordinary Shareholders after paying all the creditors
of the Company and all other claims and debts in accordance with the provisions
contained in the Companies Act No 7 of 2007 on liquidation.

The stated capital of the Company over the past three years is given below:

2010/2011 2009/2010 2008/2009

Rs Number of Number of Rs Number of
Shares Shares Shares

277,499,980 | 23,999,998 | 277,499,980 23999998 | 277,499,980 | 23,999,998

Table 8: Stated Capital

The Company has not issued any Ordinary Voting Shares during the last two years
preceding the date of this Introductory Document other than the Rights Issue which is
stated under Section 7.2.1 of this Introductory Document.

No other classes of shares have been issued by the Company, during the last two years
preceding the date of this Introductory Document.

Further, it should be noted that no shares have been redeemed or repurchased by the
Company and there have not been any reduction in the Stated Capital during the last two
years preceding the date of this Introductory Document.

Takeover by Orient Capital Ltd

On the 215! of February 2011, United Motors PLC, the Major Shareholder of OFSCL who

held 100% of the shares of the Company sold its entire shareholding to Orient Capital Ltd
at a consideration of Rs. 9.58 per share.
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The Shareholding structure as at 28th February 2011, after the takeover by Orient Capital
Ltd is as follows:

Name of Shareholder No. of Shares %

Shantha Marie Chrysostom 01 0.00
Somapala Bope Hewage 01 0.00
Dilantha Anil Wijesighe 01 0.00
Orient Capital Limited 23,999,995 100.00
Total 23,999,998 100.00

Table 9 : Shareholding structure after the takeover by Orient Capital
Movement in the Capital Structure
Rights Issue

The Board of Directors of OFSCL on 02" June 2011 resolved to issue new shares to the
existing shareholders by way of a Rights Issue in the proportion of One (01) Ordinary
Voting Share for every One Point Zero Seven Eight (1.078) Ordinary Voting Shares held by
existing shareholders. The Company on 20t of June 2011 issued and allotted Twenty Two
Million Two Hundred and Fifty Thousand and Two Ordinary Voting Shares (22,250,002) to
Orient Capital Ltd at a consideration of Rs 10.00 per Share.

The Shareholding Structure after the Rights Issue is as follows:

Name of Shareholding as at Rights Issue on Shareholding as at

Shareholder 28t February 2011 20t June 2011 015 of August 2011
No. of % No. of % No. of %
Shares Shares Shares

Orient Capital Limited| 23,999,995 | 100.00 (22,250,002 (100.00 | 46,249,997 | 100.00

Shantha Marie 01 0.00 - - 01 0.00

Chrysostom

Somapala Bope 01 0.00 - - 01 0.00

Hewage

Dilantha Anil 01 0.00 - - 01 0.00

Wijesinghe

Total 23,999,998 | 100.00 46,250,000 | 100.00

Table 10: Shareholding Structure after Rights Issue
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The proceeds of the Rights Issue were used for the disbursement of new leases, hire
purchases and debt factoring.

Subdivision of Shares

on 28 of December 2011, the Company subdivided its Ordinary Shares on the basis of
Two decimal Five (2.5) Ordinary Shares for every One (01) Ordinary Share held. This
increased the total number of Ordinary Shares of the Company from Forty Six Million Two
Hundred and Fifty Thousand Shares (46,250,000) to One Hundred and Fifteen Million Six
Hundred and Twenty Five Thousand (115,625,000) Ordinary Shares.

The Shareholding structure after the subdivision of Shares is as follows:

Name of Shareholder No. of § %

Orient Capital Limited 86,717,494 | 74.99
First Capital Holdings PLC 23,125,000 = 20.00
Next Ventures Limited 5,782,500 = 05.00
Shantha Marie Chrysostom 02 0.00
Somapala Bope Hewage 02 ‘ 0.00
Dilantha Anil Wijesinghe 02 ‘ 0.00
Total 115,625,000 100

Table 11: Shareholding Structure after the subdivision of Shares
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Summary of the movements in the Share Capital Structure

Name of Shareholding as at Rights Issue on Subdivision of Shares

Shareholder 15t June 2011 20" June2011 28" December 2011
No. of % No. of % No. of %
Shares Shares Shares

Orient Capital 23999995 | 10000 | 22250002 |10000 | 86717494 | 74.99

Limited

First Capital

Holdings PLC 23,125,000 | 20.00

Next ventures - - - -| 5782500 | 0500

Limited

Shantha Marie

Chrysostom 01 0.00 - - 02 0.00

Somapala Bope

Hewage 01 0.00 - - 02 0.00

Dilantha Anil

Wijesinghe 01 0.00 - = 02| 000

Total 23,999,998 | 100.00 | 22,250,002 |100.00| 115,625,000| 100.00

Table 12: Summary of the movements in Stated Capital

Convertible Debt Securities

The Company does not have any outstanding convertible debt securities as at the date
of this Introductory Document.

Shares sold privately in conjunction with the Listing

Securities of the same class or another class have not been subscribed or sold privately in
conjunction with the Listing of Shares on the Colombo Stock Exchange.

Transferability of Shares
Upon the Ordinary Voting Shares of the Company being listed on the CSE, such Shares

shall be freely transferable. There are no statutory restrictions or limitations on the free
transferability of the Shares of the Company.
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Transfer of Shares by Orient Capital Limited

on gt August 2011 Orient Capital transferred 20% and 5% from its shareholding in
OFSCL to First Capital Holdings PLC and Next Ventures Limited respectively. This
Share transfer reduced the shareholding of Orient Capital in OFSCL to 74.99% from
100%.

Transferor Transferee No. of Price (Rs.)
Shares
Orient Capital Ltd. First Capital Holdings PLC = 9,250,000 20.00 9.78
Orient Capital Ltd. Next Ventures Limited 2,313,000 05.00 9.78

Table 13: Transfer of Shares by Orient Capital Limited

The Shareholding structure after the transfer of Shares is as follows:

Name of Shareholder No. of Shares %
Orient Capital Limited 34,686,997 74.99
First Capital Holdings PLC 9,250,000 20.00
Next Ventures Limited 2,313,000 05.00
Shantha Marie Chrysostom 01 0.00
Somapala Bope Hewage 01 0.00
Dilantha Anil Wijesinghe 01 0.00
Total 46,250,000 100.00

Table 14: Shareholding Structure after the transfer of Shares

The Shares amounting to 11,567,500 of OFSCL which were held by Orient Capital Ltd
amounting to 10% of the total Shares of the Company were transferred on 20" of March
2012, in order to comply with the 10% public shareholding. Out of the 11,567,500 Shares
5,000 Shares were transferred to Mr. M. J. Travis Waas. Mr. M. J. Travis Waas’s shareholding
is not considered as Public Holding. Details of the Share transfer are attached as
Annexure B. The Shares were transferred at a consideration of Rs.14/- per Share.

There has been no transfer of Shares other than the Share transfers stated above.
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Ordinary Shareholding Structure

The Ordinary shareholding Structure as at 20" March 2012 is as follows:

. No. of Share
Level of Shareholding No. of Shares
Holders Shareholding

% of

1

1,000 28,300

1001 - 5,000 1 5,000 0.00
5001 - 10,000 1 5,100 0.00
10,001 - 50,000 1 30,000 0.03
50,001 - 100,000 - - -
100,001 - 500,000 1 350,000 0.30
500,001 - 1,000,000 - - -
Over 1,000,000 115,206,600

Total 56 115,625,000

Table 15: Shareholder Analysis

Ten percent (10%) of the Public Shareholding is distributed among 149 public
shareholders holding a minimum of 100 Shares each.

Details of the Lock-in Shares of OFSCL

Locked:-in Shares Public Holding

Total Number ~Total Locked %ofthe Total number 9%ofthe Lockedin Unlocked % of
of Shares in Shares d Total ofSharesheld Total  Public  Public  Unlocked
Issued ued  byPublic  Issued Holding  Holding Public

Shares Shares quantity quantity Holding
115625000 | 55625005 | 20" of June | 4811 = 11562500 - | 11,562,500

2011t 20"
of June 2012

Table 16: Details of the Lock ~in Shares of OFSCL
Dividend Policy

The Board of Directors subject to the provisions of the Articles of Association of the Company and
Companies Act No.7 of 2007 may recommend and declare Dividends to the shareholders from and
out of the profits of the Company. The Dividend rate will be determined based on a number of
factors, including but not limited to the Company’s earnings, capital requirements and overall
financial condition. The Dividend paid by the Company for the financial years 2008/2009, 2009/2010
2010/2011 is given below:
2010/2011
Dividend Per Share (Rs) 01 -

8/

Table 17: Dividend paid by Company over the past three years
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The Dividend per Share of Rs. 0.1 for the financial year 2010/2011 was paid in September 2011 and
is stated in the Interim Financial Statements for the nine months period ended 31! December
2011.The Interim Financial Statements for the nine months period ended 31 December 2011 is
given in Section 10 of this Introductory Document.
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Management Discussion and Investment Analysis

The summary of the Audited Financial Statements from March 315 2007 to March 31°t 2011 are
presented below. The Audited Financial Statements for the Year 2010/2011 are set out in Section 10.0

Income Statement
For the Year Ended 31°* March
Rs'000 2011 2010 2009 2008 2007
Income 305,500 460,102 603,560 560,884 458,620
Other Income 29122 34,124 87,372 22,960 21,762
334,622 494,226 690,932 583,844 480,382
Expenses 142,952 200,993 273315 220,318 167,213
Profit From Operating Activities 191,670 293,233 417,617 363,526 313,169
Finance Income - 5 85 63 19
Finance Cost 128,398 362,963 492,920 383,501 284,987
Net Finance Income/Cost (128398) (362958)  (492,835)  (383438)  (284968)
Profit /(Loss) Before Tax 63272 (69,725  (75218)  (19,912) 28,201
Taxation 19516 110,468 (8,498) - -
Net Profit/(Loss) For the Year 82,788 40,743  (83,716)  (19,912) 28,201
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Balance Sheet

Asat 315 March

RS'000 2011 2010 2009 2008 2007
Assets

Non-Current Assets

Property, Plant & Equipment 12010 20706 35968 39385 54170
Intangible Assets 5110 - - - -
Investment in Credit Information Bureau of Sri Lanka 30 30 30 30 30
Contract Receivables on Leased & Hire 447877 253745 1372278 2051890 2,023,550
Purchased Assets

Deferred Tax Assets 150,017 115618 - - -
Total Non-Current Assets 615,944 399,099 1,408,276 2,091,305 2,077,750
CurrentAssets

Contracts Receivables on Leased & Hire 488926 832617 784426 548529 848524
Purchased Assets

Related Party Receivables - 0 - 254 414
Other Receivables 223,731 258,033 219,248 214,852 194,060
Inventories - - - 3,685 58,884
Cash & Cash Equivalents 5914 14664 17878 38220 19599
Total Current Assets 718571 1105314 1021552 805540 1,121481
Total Assets 1,334,515 1,504,413 2,429,828 2,896,845 3,199,231

Equity & Liabilities
Capital & Reserves

Stated Capital 277500 277500 277500 277500 277,500
Reserve Fund 6,742 2,603 2603 2,603 2603
Retained Eamings/(Accumulated Loss) 58150  (20500)  (61242) 22475 49587
Total Equity 342392 250,603 218861 302578 329,690

Non-Current Liabilities

Retirement Benefit Obligations 7,301 5174 4,026 2,965 2323
Interest Bearing Borrowings 231810 255366 704159 880095 1142221
NonvInterest Bearing Security Margins 11,488 69514 132219 168915 188244
Total Non-Current Liabilities 250,599 330,054 840,404 1051975 1,332,788

Current Liabilities

Interest Bearing Borrowings 339379 594763 1050512 1185228 1,039,328
Trade & Other Payables 154659 139092 103984 153756 123746
Current Tax Payables 13818 5,150 - - -
Related Party Payables 49 632 6510 24,447 1851
Bank Overdrafts 233,619 175119 209,557 178,861 371,828
Total Current Liabilities 741524 914,756 1,370,563 1,542,292 1,536,753
Total Liabilities 992,123 1,244,810 2,210,967 2,594,267 2,869,541
Total Equity & Liabilities 1334515 1,504,413 2,429,828 2,896,845 3,199,231
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Income Mix
450,000
400000
350,000
300000
8 250,000
8
£ 200000
150,000
100,000
50,000
- 2007 2008 2009 2010 2011
™ Finance Lease 382,039 419577 380,899 302,635 175,027
= Hire Purchase 39,521 94,273 148,209 119,476 89,279
W Hiring Income 36,940 29,813 22414 3116 -
Factoring Income 121 17,220 52,038 34,874 41,193

Figure 3: Income Mix  Source: Audited Accounts of OFSCL

The Income from Finance Lease contributes to 52% of the Total Income for the financial
YYear 2010/2011, which is the main business of the Company. However the contribution by
the Product Finance Lease to the overall revenue of the Company has decreased from
80% in 2006/ 2007 to 52% in 2011.Contribution to the Total Income from factoring has
increased over the past four years from 3% in 2008 to 12% in 2010/2011. Income from Hire
Purchase has increased over the past years but has declined in 2010/2011. However Hire
Purchase income has been able to maintain its status as the second largest contributor to
the total income of the Company.
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Income & Profitability

800,000
700,000
600,000
500,000
400,000

300,000

Rs’000

200,000
100,000

(100,000)

(200,000)
2007 2008 2009 2010 2011

™ profit After Tax 28,201 (19.912) (83,716) 40,743 82788

M income 480,382 583,844 690,932 494,226 334,622

Figure 4: Income & Profitability analysis ~ Source: Audited Accounts of OFSCL

The Income has decreased by 32% in the financial year 2010/2011.The Company has been
able to maintain a positive income growth in 2008 and 2009. Even though the income
decreased in the Financial years 2009/2010 and 2010/2011, the profitability of the
Company increased in the financial years 2009/2010 and 2010/2011. The profitability of
the Company grew by 103% in the financial year 2010/2011.

The decrease in the Interest Income in the financial year 2010/2011 was due to the fact
that new disbursements during the said period were comparatively low in relation to the
maturity of the existing portfolio. Therefore, the portfolio size condensed and resulted in
areduction in income. During the current financial year the Company changed its product
mix in order to spread credit risk over a large number of customers and increased the

product yield.

OFSCL in order to minimize the mis-maturity and interest rate risk and to maintain healthy
margins increased the debt factoring portfolio. The Company negotiated the borrowing
rates and reduced the cost of funds. The collection of overdue interest and the recovery of
overdue loans and capital infusion helped OFSCL to improve the Interest Margin. OFSCL
has been able to increase its profitability in the past two financial years despite the
decrease in income due to expenses having reduced. The reason for the decrease in the
Interest Expense is due to capital infusion and managing borrowing cost.
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2007 2008 2009 2010 2011
Income Growth (%) 40.62% | 21.54% 18.34% | -28.47% | -32.29%
EPS (Rs) 118 -0.83 -3.49 17 345
Cost to Income Ratio 34.81% | 37.74% 39.56% | 40.67% 42.72%
Return on Assets (%) 0.88% | -0.69% -3.45% 2.71% 6.20%
Return on Equity (%) 855% | -6.58% -38.25% | 15.69% 24.18%

Table 18: Profitability Ratios
Source : Audited Accounts of OFSCL

The Earnings Per Share of the Company have increased during the past two years. Due to
the Increase in the Net profits in 2010/ 2011 the Earnings Per Share also increased by 103%
from Year 2009/2010 to 2010/2011. The Return on Assets and Equity ratios have increased
in the past two financial years. The Company has been able to utilize its assets to generate
a higher income and has been able to provide a higher return for the equity holders.
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-20.00%
-30.00%
-40.00%
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=>4 Return on Equity (%)

—— Return on Assets (%)

Figure 5: Return on Assets & Equity analysis  Source: Audited Accounts of OFSCL
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Assets & Liabilities

3,500,000
3,000,000
2,500,000

2,000,000

Rs.'000

1,500,000

1,000,000

500,000

2007 2008 2009 2010 2011

| W Total Assets 3,199,231 2,896,845 2,429,828 1504413 1,334,515

| B Total Liabilities 2,869,541 2,594,267 2,210,967 1244810 992,123

Figure 6: Total Assets Vs Liabilities Source: Audited Accounts of OFSCL

As depicted in Figure 6 above OFSCL's assets have been on a decreasing trend during the
past five years. The liabilities of the Company have also decreased over the past five years.

A comparison of the Receivables on Leased and Hire Purchase Assets against the Interest
Bearing Borrowings is depicted in Figure 7 below:
3,500,000
3,000,000
2,500,000

2,000,000

Rs.’000

1,500,000

1,000,000

500,000

2007 2008 2009 2010 2011

W Receivables on Leased and
2872074 | 2600419 | 2,156,704 | 1086362 936,803
Hire Purchase Assets

™ interest Bearing Borrowings 2181549 | 2065323 | 1754671 | 850,129 571,189

Figure 7: Receivables on Leased and Hire Purchase Vs Interest Bearing Borrowings
Source: Audited Accounts of OFSCL
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OFSCL has been able to maintain the gap between the Receivables from Leased and Hire
Purchase Assets and Interest Bearing Borrowings even though the receivables have
dropped during the past five financial years. The company has not increased its
borrowings when the disbursements have not increased in the past few years.

2007 | 2008 | 2009 = 2010 2011  Sep201l | Dec2011
Gross NPL Ratio 557% 9.99% | 27.15% | 27.91% | 30.12% 19.41% %
| NetNPL Ratio | 3% | 418% 1470% | 551%  33%6 | L3l L1l%

Table 19: Loan Performance Ratios
Source: Audited Accounts of OFSCL & Management Accounts of OFSCL

As depicted in the above table 19 OFSCL has been able to reduce its Gross NPL and Net
NPL gradually over the years in order to be in line with Industry Standards. The High Gross
NPL during the period from 2009 to 315! March 2011 is due to the reduction in Leasing
from Rs. 2.6 Bn in 2008 to 936 Mn in 2011.

Statutory Requirements

As at 31t December 2011 the Capital Adequacy Ratio of the Company in terms of Tier 1
was 27.94% and the total capital ratio was 28.99%. As at 31 December 2011 OFSCL has
complied with the Liquidity Requirement of the CBSL. The Capital Adequacy Requirement
and the Liquidity Requirement were made mandatory for Leasing Companies by the CBSL
from 01! January 2012,

Conclusion

The Company has proved its ability to remain steady during tough times and perform well
given favorable macro conditions. Whilst past performance is by no means a guaranteed
indication of future performance, taking into consideration the Company’s future plans
and diversification possibilities and being on par with the industry, it may be a good
benchmark. Indeed, the situation that we find ourselves in today with a permanent end to
the war and the global economy on a slow but steady recovery is a positive indicator for
the future performance of the Company.
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Orient Financial Services Corporation Limited Orient Financial Services Corporation Limited
Introductory Document Introductory Document
9.0 Statutory & General Information 10.0 Financial Statements
9.1 Inspection of Documents
The Introductory Document and the Articles of Association of the Company will be hosted in
the www.cse.lk and www.orientfinance.lk for a period of not less than fourteen (14) days.
9.2 Reference Price
The Reference Price of the Ordinary Voting Shares to be listed on the Diri Savi Board of the
CSE is Rs. 14/- Per Share.
The Methodology that was used to calculate the Reference Price is the Price to Earnings
Ratio (PE) as per the Financial Statements for the Nine Months Period Ended 315
December 2011. The Annualized Earnings Per Share (EPS) was arrived at after taking into
consideration the subdivision of Shares. The average PE Ratio of the Listed Finance
Companies which are of the same size as OFSCL was taken into consideration in arriving
at the reference price.
Based on Nine Months Ended 31st December 2011
Earnings Per Share (Rs) - Annualized 1.03 AUDITED FINANCIAL STATEMENTS
Price To Earnings Ratio* 1350 ‘
Price (Rs) 13.94 ‘ FOR THE YEAR ENDED 315t MARCH 2009
Reference Price (Rs.) 14.00 ‘

Table 21: Reference Price Details

*This represents the average PE ratio of the Listed Companies which are of the same size
as OFSCL

Details as per Audited Financial Statements as at 31 March 2011:

The Market Capitalization is based on the Reference Price of Rs.14

As per Audited Financial Statements as at 31st March 2011
Net Asset Value (Rs) 342,391,756
Market Capitalization (Rs) 1,618,750,000
Price To Book Value Ratio 4.73
Profit After Interest & Tax (Rs) 82,788,842
Market Capitalization (Rs) 1,618,750,000
Price To Earnings Ratio 19.55

Table 22: Reference Price-Based on Audited Accounts as at 315t March 2011
The Price to Earnings ratio is calculated as follows:

Market Capitalization at the Reference Price
Profit after Interest and tax
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INDEPENDENT AUDITORS' REPORT

TO THE SHAREHOLDERS OF ORIENT FINANCIAL SERVICES CORPORATION LIMITED
Report on the Financial Statements

We bave audited the scoompanying finansial statements of Orient Fimancial services Limited,
which congprise ihe balance sheet as at March 31, 2009, and the income statemeal, uuemenuuwwin
equity and cash flow statement for the year then ended, and  sammary of significant sccounting polici
and other explanatory notes exhibited on page No. 07 to 28,

Manacp s A for the Financial 5t

far the and fair of these financlal matements in
#ccordance Idlll Su l.-kl Aeemm:ln; Standards. THI respensibility h:mﬁu dulgnll,;. hplemedml
sd 1 relevant ta it and fair of financial
are free from matesial misstatemont, whetber duc bu rmulw ermor, sclecting -nd applying lwow-h
aad making asble in the circumstances.

Seope of Audit and Basis of Oplnian

Our resp ty 13 10 express an opimic these financial staicments based on our audit. We conducted
our audit in accordioce wilh Sri Lanka Auditing Standards. Those standands roquire that we plan sad
perform the awdit to obtaia reasonablo assurance whether the financial statcments are free from matesial
misstatement,

An audit ncludes examining, on a test hasls, evidence supporting the amounts and disclosures in the
finuncizl satements. An sudd also mdudu amsessing the accounting principles used and significant
ostimates made by s well oy 11 fimancial statement

‘We have oblsined all the information and explanations which to the best of our knowledge and belief were
mecessary for the purposes of our audit, We therefore believe that our sudit provides a reassonable basis for
our apinion,

Opinion

In aur epinion, so far appears from our exsminstion, the company meintaia proper sccounting records for
'k)'ell'nnbd March 31, 2009 and the financial stalements give a bue and fair view of the Company's
state of affuirs us at March 31, 2009 and its loss and cash lows for the your then ended in accordance with
Sri Lanka Accounting Standards,

g s, .
e .-l:'“ P reread

~ ety sbeured L
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Emphasis of Matter

Withowt qualifying our opinion, we draw attention to Mate 23 to the financial statements where the board of
directors of the company have provided us with $pecific represeptation on migration to o new integrated
package since 01 April 2008, The resulting financial stafements of the company had to be
adjusted due to deficiencics and bugs in the system, and they have satisfied thomselves that the sid
financial statements presested iscorporades all relevant write offbacks anousting to ts. 34,897,491/ as
discloed undes Note S - other income. Further they kave also provided us with an asurance that they will
i & special post ion IT review on the said application package during the ensuing
year in order to increae the refiabili said packnge, and address any Issuc that may arise
there from. Since the autcome of the shovementioned post implementation review cannot presently be
assessed, no adjustment for any effects on the Company that may result from sisch & review has been made
in the financial satements.

Report on Other Legal and Regulatory Requirements

;?ﬁ; Grancial slatements also comply with the requirements of Seetion 151(2) of the Compasies Act No.
af 2007.

Ferd RhL T |

CHARTERED ACCOUNTANTS
Colombo
23 September 2009
. . N
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ON.BN’T FINANCIAL SRRVI.'(.‘IS CORFPORATION LWFBU

INCOME STATEMENT
FORTHE YEAR ENDED 31 MARCH, 2009 2008
Nole Rs. Rs
Reveae 4 1436720650 1375014994
Tncome 4 603,560,520 560,883,527
Other Income 5 81,371,709 22,960,081
590,932,229 543,643,908
Expenses .
£ 30niie! Couts (46,327,014) (32,702,585
Preiscs, Equipment & Fsiablishinent Expenses @eass (1784257

Provision for Doubtful Debts
Orher Overhead Expenses

Profit from Operations
Finance Expenses
Finance Income

Net Flnance Expenses

Loss before Income Tax Expense

Income Tax Expense
Loss for the year

Deficit Per Share (Rs.)

Figures in brackets indicate deductions,

(138014,627)  (81,665,239)
(SL729,436)  (88.408,547)

15,555 363,524,664
7 (91920469)  (383,501,283)

7 85,291 | 63958
(492,835,178) (383,437,325)

(75,219,623) (19,912,662)
8 (8,497,508)

B3,717,431) (15.912,662)

9 (349) ©83)

Notes from page No. 07 to page No. 28 form an integral part of these financial statements.

Independent Auditors' Report is provided on pageno 1 102,
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AR AT 11 MeARCI,

ASFETS

Now Currest Avsets.
Fropesty, Plant ss Equipment

Introductory Document

GRIENT FINANCIAL SERVIEES CORPORATION LIMITED .

Citstrnct Receivables on Lessed Assets
Taitsd o currend asseis

Curreat Asets
Comtruy [eceivabiles on Lewed Asusts

Aumcrems De fiven Related Faties
Utther Brceivabics

Caslh emd Cashs Eruivalenty

Total rurrent siiets

Totsd Asauin
EQUITY AND LIANILITIES
Capital amd Beuwrves

Staned Cagital
Reverve fund

BALANCE SUEET*
209 008
v L [ "
" IS WIMLE
Pl 000 o, f00
ny 1IT2ITI AR 1,081 R0 £15
1,008, 176,454 3,091,304, 751
na THAS SN 348,579,133
n . 1684300
u - 11565
" 2T 204852900

"% T30 ATTATIE
" 2,602,409 2601657
_ manam 22,475,103
218.850.291 Eél’l’lm

2064970

- ITAREL 1M
Tatal curront llsbitios =" . Skt
Totnl ladilities 1218847443 TAMERIE
Tutad Equity and Lisbilitie o RATREITNA TRGGEAASAG
M{MW“M

1o page Mo 8 foem
Indspencent Auditocs’ Report is provided on page o 1 192
APBreved am signed far snd s hebalf sf the Doard

Name of the Directar Signatury

(e —T
Limes: Fernanao el

23 Septumber 2009
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ORIENT FINANCIAL SERVICES mnpowimN LIMITED
STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 MARCH 2009

Stated Reserve Retakned Total
Capital Fund Earnings’
* Aecumulated
Lass.
Rs. i B e
Az w01 Apeid 2007 2TT A9 2,602,639 45,587,127 339,689,746
(7.199,363) (7.192,363)
B (19,912,662) (19.912.667)
T amamen 3,09 DA WLITLI
277,499,950 2,602,639 11ATEL00 302,577,722
- - (B3,T17,431) (B3,717.431)
mn. v __(@ans  Susani
Frpures i brockets indicote deduertons.
M:uflnmpu:)ln n‘.l'mpnme)a E:uu an [ntegral part of these financial maements.
dep Report s pe pagenol o2,
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ORIENT FINANCIAL SERVICES conmn.\rnbm.mnm
CASH FLOW STATEMENT
L ~ i L
FORTIE VEAR ENDED 31 MARCH, 00 2008
R R
CASH FLOW FROM OPERATING ACTIVITIES
et Profit befiorm Encome Tax Expense (75,21%,623) (19,912,667}
Adjustment Fur;
Depeecintion 16,878,223 40,168814
Trofit om disposal of Propesty Flant & Equipress (11,524,582) .
Frovision for Bad Debts 138,044,625 B1,665.239
Fisunce Expense 49T ITOALY 350128
Interem Tncome E8.291) {63,95%)
Provisisa for Geahsity 1398627 641,585
peraring Prafit before Workisg Capital Changes 561,412,448 486,000,301
Chazge in Inventories 3,684,380 55,198873
Chengs ia contract Receivable on looe sty 268,975,718 170,660,359
Change im Amvunts Due from Relaizd Parties 253,685 160,685
Chistige im Oiber Receivables 4395,671) 0,772,756
Change in Amaounts D i Related Parties {4,619,20%) 1375230
‘Changs in Ttade & other payabies 20,854 944
Cash flaws fram Operatioas T68,041,606 45 4SS, 636
Interest Paid {458,134,986) (400,741,226)
Gratuity paid 397, -

INet Cash from Operatiog Activities

CASH FLOW FROM INVESTING ACTIVITIES
Acquisition of Property, Plant sad Equipmest —

Eales Proceeds from disposal ef Properny Plant & Equipmest
Etesest Recelved

et Cah used In Tnvesting Activises

CASI FLOW FROM FINANCING ACTIVITIES
Liteg Term Loans Recerved

Lease Rientals paid

Dividends Paid

Net Short Term Loans and Prosissory Notes
Term Losa Repayments

Net Cash from wied in} Financing Activities

Net change ln Cash and Cash Eqeivalents

Cushs and Cagh Equivalests st Deginaing of the Year
Cash and Cash Equivalents at End of the Year (Note A}
Node- A

Analysis of Cath amd cash equivalents

Cath in Hand

Cash at Bask

Bank Ovendradly - Secured

Mhbﬁ&n-ﬁwm
Heees from page Mo. 07 to page Mo, 28 fo

T imsien — ssoman

{4,543,492) (3.160,801)°
12,508,957 147029
_ amawm 6,958
080,756 (2814
400,000,000 300,000,000
[LE R ) (1,584.904)
- {7,199,363)
216,401,105 29587406
(946.067,032) _ (447,593,098)
T ongs1as) (e
(L0788 201387668
(140,641,00%) (352,228.678)
(191.,678,862) (140.641.005)
S590,411 103,500
77315 36,116,685

(178,861,194}

__amssesy
omsmam (L)

Independent Auditors' Repors s provided on page no 1 102
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ORIENT FINANCIAL SERVICES CORPORATION LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2009

REPORTING ENTITY

Orient Financial Services Corporation Limited (The “Company”) is a public limited
linbility company incorporated and domiciled in Sri Lanka under the Companies Act Ne.
07 of 2007 and spproved under Finance Lease Act No 56 of 2000,

The registered office of the Company is located at Mo, 100, Hyde Park Comner, Colombo-
012 and the business is carried out at Mo. 525, Union Place, Colombo02.

The principal activities of the Company are leasing & hire purchase of Plant, Machinery,
Motor Vehicles and Fquipment, Factoring and Hiring.

There were no significant changes in the nature of principal activities of the Company
during the financinl year under roview.,

BASIS OF PREFARATION

Statement of compliance

The Financial Statements of Orient Financial Services Corporation Limited has been
prepared in accordance with Sri Lanka Accounting Standards laid down by the Institute
of Chartered Accountants of Sri Lanka (ICASL), and the requirements of the Company's
Act No, 07 of 2007 and Finance Lease Act No. 56 of 2000

The financial statements were approved by the Board of Directors on 23 September 2009,
Basis of measurement

The financial statements have been prepared on historical cost basis except, when
appropriate disclosure is made with regard to use of fair value under relevant notes.
Assets and liabilities are grouped by nature and listed in an order that reflects their
relative liquidity.

Functi: &

The are p d in Sri Lankan Rupees ‘which is the Company’s
functional All financial i in Sri Lanka Rupees has been
rounded to the nearest rupes,

Use of estimates & judgment

The preparation of financial statements in eouﬁmmly with Sri Lanka Accounting
, requires to make j and that

affect the application of accounting policies and the reported amounts of assets,

linbilities, income and expenses. Actual results may differ from these estimates.
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ORIENT FINANCIAL SERVICES CORPORATION LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2009

Use of estimates & judgment (Contd.)

Estimates and undetiying asumptlons are reviewed on an angoing basis. Revisions to
in the period in which the estimate is revised and in

any ﬁ.m.lmpe_nnds amﬂui

Information about significant areas of estimation and umen.a:my that have lhe most
significant effect on the amounts recognized in the fi are 1 in
Notes as follows:

NoteNo 10 - Property, Plant & Equipment

NoteNo 1l - Contract receivables on leased assets and hire purchase assets
NoteMo 18 - Retirement Benefit Obligations

The accounting policies set oul below have been applied consistently to all perinds
presented in these financial statements.

Previous year figures and phases have been d & reclassified wh ¥

to conform to the current year's presentation.
SIGNIFICANT ACCOUNTING POLICIES
Foreign Currency Transactions

T ions in fareign ies are translated to Sri Lankan Rupees at the foreign
exchange rate prevailing at the date of the transaction.

Monetary assets and lishilities denominated in foreign currencies are translated to Sri
Lankan Rupees at the foreign exchange rate ruling as at the balance sheet date. Foreign
exchange differences arising on the settlement or reparting of the Company®s monetary
items at rates differen