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IGNITION

At CDB, our future-fit strategy is proving
to be a boon for the Organisation and its
stakeholder groups, even as uncertainty
pervades multiple areas of our lives today.

Our people are ignited by the fire to do more,
be more, and also give more of themselves.
Our core values lend themselves well to being
described within the metaphor of “an igniting
flame". We persevere - like an eternal flame;
our empathy is like the shared warmth of

fire; our innovation “fires up” the future; our
reliability is an undying flame. It is in providing
the “spark” that brings to life stakeholder
undertakings that CDB sees its true calling.

Whatever the future may bring, at CDB we
remain fired up to continue creating value.

CDB?

Your Friend
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About our Annual Report

(GRI102-46,102-47,102-48 )

This year we present our seventh integrated annual report, which has
been structured to present a balanced and comprehensive assessment
of our financial, social, and environmental impacts resulting from our
value creating activities.

This Report aims to demonstrate the manner in which we integrate a
strong ethical culture and appropriate conduct across the Company
which is reflected in the way we treat our customers and partners,
how we support and develop our people, and the manner in which we
impact the societies and environment in which we operate.

This Report contains information about our strategy under which we
manage our business, strategic corporate sustainability considerations
and balance the competing needs of our stakeholders. It also includes
our risk management, best governance practices and financial and
non-financial performance inclusive of future prospects in the context of
the surrounding economic, social, and environmental context for the year
under review. We have given due consideration to sustainability reporting
principles including Stakeholder Inclusiveness, Sustainability Context,
Materiality and Completeness in determining the report content.

Reporting period and boundary
(GRI102-50,102-51,102-52,102-1, 102-45 )

The Report covers the operations of Citizens Development Business
Finance PLC (CDB) identified as the "Company". The financial reports
cover the operations of CDB and subsidiaries, Fortune Properties
(Pvt) Limited and Unisons Capital Leasing Limited, identified as the
“Company" individually and collectively as the "Group”.

The Report covers the 12 month period from 1 April 2019 to 31 March
2020 which is consistent with our usual annual reporting cycle. The key
financial aspects are discussed in the context of the Company as well as
the Group, while non-financial aspects are discussed in the context of
the Company unless stated otherwise. Our most recent report for the
year ended 31 March 2019 is available on our website: http:/www.cdb.lk.

Key frameworks and compliance
(GRI102-45,102-55,102-54)

This Report has been prepared in accordance with the Global Reporting

Initiative's GRI Standards reporting framework “In Accordance — Core"

for our sustainability priorities. In addition, the following laws, regulatory

frameworks, standards, guidelines and protocols have been followed in

preparation of this Report.

® The International Integrated Reporting Council (IIRC) Framework
(www.theiirc.org)

® SriLanka Accounting Standards issued by The Institute of Chartered
Accountants of Sri Lanka (CA Sri Lanka)

e "APreparer's Guide to Integrated Corporate Reporting”, published by
The Institute of Chartered Accountants of SriLanka (ICASL)

e Sustainable Development Goals (SDGs) — The UN initiative with 17
aspirational "Global Goals"

® Smart Media Methodology™ for Integrated Reporting

Materiality

This Report focuses on those aspects that materially affect our ability
to create value in the short, medium and long term. An aspect is
considered material if it affects our ability to remain commercially
viable and socially relevant. The materiality assessment process is
discussed under the Materiality section on page 21.

Precautionary principle

We have applied the precautionary principle in relation to our social and
environmental sustainability. As a responsible corporate citizen, we have
taken necessary measures to mitigate the risks caused to society and
environment through our actions.
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Improvements in reporting

The presentation and the content of the report has been improved this
year, by demonstrating the connectivity between the sections by using
navigating icons, presenting the linkages and trade-offs between the
capitals and assessing the increase and decrease in value of capitals.

To enable an effective control environment and support the integrity
of information used in decision-making and reporting we incorporate
combined assurance whilst optimising all assurance services and risk
functions. We have used interviews with Senior Management, internal
sources of information and relevant external research reports to
prepare this Report. Aninternal combined assurance review of the
internal controls applied to the information gathering process was
performed, together with reviews by Management and our compliance
and internal audit functions, to ensure the accuracy of our reporting

External assurance(GRI 102-56

The Financial Statements and Non-Financial Information Sections
included in this report have been audited by Messrs KPMG who have
expressed an opinion on the true and fair view of the annual Financial
Statements as shown on pages 206 to 317, reasonable assurance on
the financial highlights on page 4 and limited assurance on the other
highlights on page 5. The Independent Auditor's opinion on the Financial
Statements is available in the Independent Auditor's Report on page
202 to 203 and the sustainability assurance report on pages 324 to 325.

Queries (GRI102-3,102-53)

We welcome your comments and suggestions on our Report.
Please direct your feedback to:

Aroshi Ranatunga

Head of Sustainability,

Citizens Development Business Finance PLC,
No. 123, Orabipasha Mawatha,

Colombo 10.

aroshi.ranatunga@cdb.lk
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Highlights

Key performance indicators (Company) 2019/20 2018/19 % Reve nue

Financial performance (Rs. Mn.)

Gross revenue 16,654 16,241 3 Rs' 16’654 Mn' @
Net interest income 6,267 5,225 20

Net operatingincome 6,482 6,227 4 Proﬁt af‘ter Tax

Profit before tax 2,069 2,111 (2)

Profit after tax 1,712 1710  0.11 RS. 1.7 Bn. @
Position as at the year end (Rs. Mn.)

Loans and receivables from customers 71,218 69,133 3 TOtal assets

Total assets 91,848 89,432 3 RS 9 1 8 Bn @
Total equity 11,227 8,665 30 " " "

Deposits from customers 43,328 47,236 (8)

Financialratios (%) Loanbook

Profitability perspective (%)

Operating profit margin 14.95 16.03 Rs " 7 1 " 2 B n. @
Net interest margin 6.91 6.34

Cost to income ratio (Excluding VAT on FS) 50.58 49.70 Net assets Va'ue

Return on average assets (ROA) —after tax 1.89 2.07 per Sha e

Investor perspective

Earnings per share (Rs.) 24.53 30.05 Rs' 160'86 @
Earnings yield (%) 34.02 38.98

Return on equity (ROE) (%) — after tax 17.21 21.62

Dividend per share - 5.00

Dividend yield (%) - 6.49

Dividend cover (Times) - 6

Dividend payout (%) - 15.88

Net assets value per share (Rs.) 160.86 159.57

Market value per share — closing — voting (Rs.) 72.10 77.10

Market value per share — closing—non-voting (Rs.) 44.80 61.10

Market capitalisation (Rs. Mn.) 4,750 4,059

Price to earnings (Times) 2.94 2.57

Statutory ratios (%)

Capital adequacy

Tier | (minimum requirement —6.5%) 10.25 8.09

Tier land Il (minimum requirement — 10.5%) 13.29 11.07

Statutory liquidity ratio 15.28 18.46

Non-performing advances ratio (%)

Gross NPL (Net of IIS) 7.54 6.68

Net NPL (Net of IIS and provisions) 4.24 3.84

* Earnings per share for the year ended 31 March 2019 has been restated considering

the effect of Rights Issue and the Scrip Dividend.
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Social and Environmental

Rs. 29 Mn.+

impact investment for
social and environmental
sustainability initiatives

27%
of the total lending portfolio is
attributable to women

Rs.17.8 Bn.

Net lending outside the
Western Province

Rs. 7.6 Mn.

investment on Act Early for
Autism project, carried out in
partnership with SLACD

24%
represents lending for hybrid and electric
vehicles out of total lending portfolio

Committed to Biodiversity and Environment
conservation through “Life” and “ Thuruliya
Wenuwen Api” projects

Q

Achieved net zero carbon
emission stature through
investingin 2,760 United
Nations Certified Emission
Reductions (CERs) in a clean

WELEURE
ZZNOW
OFFSET

609

school children benefited from “CDB Sisu Diri”

Scholarship programme

energy project

Top Finalist at Asia sustainability Reporting
Awards 2019 for

« Asia’s best Carbon Disclosure
« Asia's best Community Reporting
« Asia’s best Stakeholder Reporting

1ISO 14064-1 carbon
verified entity for the
5th consecutive year

Employees

Total investment of
RSI 1 - 6 Bn L ]

for employees

CDB Green Ninja Quiz
Competition with more
than 60% participation
from outlets

Providing progressive
learning opportunities
for staff members
through “Citizens
virtual university”
E-learning platform

Best Employer Brand of
the year 2019 by World
HRD Congress

L=

f

Relationships

Among the "Ten Best
Corporate Citizens"

in Sri Lanka by Ceylon
Chamber of Commerce

Extending patpat.lk
with the new vertical
for property

CDB ranked among
the “Business Today Top 30
corporatesin Sri Lanka

CDB among 50 most
valuable Sri Lankan
Brands by Brand
Finance Sri Lanka

71

physical service points

24x7 customer contact
centre with a range of
innovative product offerings

Conferred an honourable
mention as one of

the most admired
companies in Sri Lanka

Ranked among the
“Top 05" largest
non-bank
financial
institutions
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Key milestones in our journey

(1995 [N

Incorporation

Strategic refocus with a
new management team

Achieved a turnaround
in the bottom line with
a profit after tax

of Rs. 10 Mn.

Initiated two flagship

CSR projects:

CDB Sisu DiriScholarship
scheme for school children
of threewheel owners
CDB Pariganaka Piyasa

by setting up

a fully-fledged IT lab in
deserving schools

Became a public
deposit-taking institution

Listed on the Colombo Stock

Exchange

Winner of the National
Business Excellence Award in
the Specialised Banking and
Financial Services Sector

CDB was the first Non-Bank
Financial Institution (NBFI) to
initiate core banking platforms

Honoured with the Prestigious
Award for Branding and Marketing
Excellence at the Fourth CMO
Asia Awards hosted by the World
Brand Congress held in Singapore

Installed the first ATM at the
Head Office

The first NBFI to sign up for the
SriLanka Interbank Payment
System (SLIPS) through
Commercial Bank of Ceylon PLC

Launched CDB Visa debit card in
February 2013 and became the
first NBFI to obtain approval from
VISA international to operate
VISA debit cards

First international recognition
for the Annual Report by League
of American Communication
Professionals (LACP), USA

/lﬂimﬂ

n a breakthrough transaction, CDB
secured its first foreign line of credit,
worth USD 6 Mn. from the Multilateral
Agency of Belgian Investment
Company for Developing Countries
(BIO)

Received the Platinum Award for

CDB Annual Report 2013/14 at the
League of American Communications
Professionals (LACP) 2013. Vision
Awards and was ranked 42 among the
Top 100 Annual Reports worldwide,
17 among Top 80 in the Asia Pacific
Region and was recognised as the
"Best In-House" Annual Report in the
Asia Pacific region

Bronze Award for Service Brand of the
Year at SLIM Brand Excellence Awards
2014

Silver Award for overall excellence in
Intergrated Reporting at the CA Sri
Lanka Annual Report Awards 2014

Silver Award for People Development
at the SLITAD People Development
Awards 2014
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&

linched the Best Corporate
Citizen Sustainability Award
(turnover less than Rs. 15 Bn.
category) and was recognised
among the Top 10 best Corporate
Citizens by the Ceylon Chamber
of Commerce of Sri Lanka

CDB Annual Report 2014/15: The
Name of the Game" was recognised
as the best Non-Traditional Annual
Report globally and the best in
SriLanka at the ARC Awards 2015

Bacame the first ISO 14064-1
Carbon verified financial institution
in South Asia by Sri Lanka Carbon
Fund (Pvt) Limited

Clinched the Gold Award at the
HRM Awards Secured the Silver
Award in National Business
Excellence Awards

Company profit after tax reached
Rs. 1 Bn. total asset base reached
Rs. 50 Bn. and total equity
amounted to Rs. 5 Bn.

Operational footprint increased
to 62 outlets

First Runner-up in the Best corporate
Citizen Sustainability Award 2016

(turnover less than Rs. 15 Bn. Category)

Winner of the Best Corporate Citizen

Sustainability Award 2016 for best project

on "GHG Emission Analysis”

The sector Gold Award and overall Merit

Awards for Excellence in Corporate
Governance at the National Business
Excellence Awards 2016

First Runner-up in the Best Corporate Citizen
Sustainability Award 2017 (turnover less than
Rs. 15 Bn. Category)

Winner of the Best Corporate Citizen
Sustainability Award 2017 for the Best Project
on CDB “Green Ninja Quiz Master 2017"

The sector Gold Award and overall Merit Award
for Excellence in Performance Management at
the National Business Excellence Awards 2017

Gold Award for People Development at the
SLITAD People Development Awards 2017

Joint winner of the Finance Services and
Insurance Category at the ACCA Sri Lanka
Sustainability Reporting Awards 2017

Honoured with a special award for CDB Act Early
for Autism Project at JASTECA CSR Awards

Joint Second Runner-Up (Financial Service
Sector) at Best Presented Annual Report
Awards and SAARC Anniversary for Corporate
Governance Disclosures, 2016

2018/19

First ever online auction through patpat.lk and
launch of patpat verticals of education and leisure

First in Sri Lanka to enable fund transfers through
social media channels (CDB iTransfer)

First in Sri Lanka to launch credit card self care
CDB iControl App

Online fixed deposit placement through the
introduction of CDB iDeposit

CDB raised USD 60 Mn. through foreign
funding for SMEs

Issue of CDB debenture valued at Rs. 928 Mn.

Migration of CDB Contact Centre froma
traditional call centre to a 24/7 omnichannel
with a trilingual contact centre solution

Launched patpat.lk mobile application

Silver Awards for CSR and Service Branch
of the Year at SLIM Brand Excellence
Awards 2016

Top Finalist at the Asia Sustainability
Reporting Awards (ASRA) 2016 by CSR
Works, Singapore

Runner-Up at the ACCA Sustainability
Reporting Awards 2016 (Financial
Services and Insurance Sector)

f 2019/20

Key milestones in our journey

Recognised as one of
SriLanka's best-performing
companies, ranked among
the “Business Today Top 30"
corporates in Sri Lanka

Conferred an Honourable
Mention as one of the Most
Admired Companies in
SriLankain 2019 by the
International Chamber

of Commerce Sri Lanka
(ICCSL) in collaboration
with the Chartered Institute
of Management Accountants
(CIMA) SriLanka and the
Daily FT

Launch of patpat.lk vertical
for property

Recognised among ten

Best Corporate Citizens

in Sri Lanka at the Best
Corporate Citizens
Sustainability Award 2019, by
Ceylon Chamber of Commerce

For the 4th consecutive year,
NBFI sector Gold Award winner
at the National Business
Excellence Awards 2019 by
the National Chamber of
Commerce SrilLanka

“Best Employer Brand of

the year 2019" and award

for “Talent Management at

Sri Lanka Best Employer Brand
Awards 2019" by the World
HRD Congress

Secured the impressive
"Best Social Media Initiative
of the Year, SriLanka" award
at the recently concluded
Asian Banking and Finance
Awards 2019




[01 — OUR BUSINESS STRATEGY]

Historic moments of ignition: Identifying that lightning was electrical

Our strategy is the spark that ignites our value creation story,
as we strive to deliver value just as we derive value from our stakeholders.

At CDB, our foresight, flexibility and meticulous strategic planning and execution process
have enabled us to navigate the increasingly complex operating context successfully over the
years. As aresult, we are equipped to successfully operate in the aftermath of the COVID-19

pandemic, safeguarding people’'s health and safety, guaranteeing business continuity, and

honouring our commitments to stakeholders.

09 |Letterfrom 12 Messagefromthe 15 Organisational 16 Scanning 18 Engagingwith
the Chairman Managing Director/ overview the external our stakeholders
Chief Executive Officer environment
21 |dentifying 26 Engineering 29 Serving Our Stakeholders 31  Sustainability
risks and future-fit strategies Through the COVID-19 at CDB

opportunities Pandemic
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Letter from the Chairman

Cmoea

.y
.

GRI102-14

Dear Shareholders,

On behalf of the Board of Directors, | am pleased to present to you
the Annual Report and audited accounts of CDB for the financial
year ended 31 March 2020.

Resilience amid challenges

Despite a myriad challenges, the financial year 2019/20 marks
another year of profitable operations, amply demonstrating the
resilience of the Company. Your Company made tremendous
progress in advancing its digital transformation strategy whilst
delivering value to all its stakeholders. Against a backdrop of
geopolitical uncertainties, the outbreak of the COVID-19
pandemic and an increasingly complex and demanding regulatory
environment, we continued to grow and transform ourselves,
inspired by our purpose of empowering aspirations of our
stakeholders. We also took important steps to increase our
engagement and leadership role in the area of sustainability.

The outbreak of the COVID-19 pandemic in the 4th quarter of the
financial year created far-reaching, longer-term effects that have
fundamentally reshaped many aspects of the macro economy,
business life and customer behaviour. Our foresight, flexibility and
proactive decision making have enabled us to keep our people,
customers and communities, healthy and safe while ensuring
continuity of our business operations. COVID-19 was a powerful
catalyst that accelerated the migration to digital processes and
services, by both consumers and businesses, as social distancing
created a surge in demand for online commerce, contactless
payments and digital cash transfers.

Even the most challenging moments present opportunities for
those with determination and | am happy to state that we have been
quick to capture such opportunities, assisted by our strong financial
acumen, investments in digital infrastructure, extensive network
and financial strength. We are also acquiring new capabilities to
strengthen the key pillars of our organisation - technology,

security, brand equity and talent.

Our Business Strategy

ince our inception, financial
ability has remained our top
iority and we have charted
ath where innovation has
me the life blood of the
nisation and disruption a
cteristic of our persona.

Our people are the driving force behind CDB's success. Despite
2019 being a challenging year, the professionalism, expertise and
dedication of our people enabled victory even in the most testing
circumstances. | am very grateful to them for their hard work and
their commitment to our customers, and the organisation.

A challenging operating context

Macroeconomic forces are dramatically transforming our business
fundamentals —how we serve our customers, how we work and
how we interact with communities and the environment. The scale
and complexity of these trends present both opportunities and
challenges for sustainable business growth.

The SriLankan economy faced significant challenges in 2019

due to global and domestic developments. The spill-over effects
of the Easter Sunday attacks, combined with the then prevailing
political uncertainties, hindered economic activities and dampened
business confidence. The Central Bank adopted an accommodative
monetary policy to revive the economy amidst the prolonged
economic slowdown, muted inflation, rapidly decelerating private
sector credit growth, and the trend of easing monetary policy
globally. The performance of the NBFI sector deteriorated during
the year, with negative credit growth, declining profitability and
increased NPLs.

Our performance

Against the backdrop of a challenging operating environment,
we recorded a robust performance posting a Group profit after
tax (PAT) of Rs. 1.84 Bn., up 1.60% from last year. The netinterest
income swelled by 20.75% year on year, while the Group's asset
base grew to Rs. 93.20 Bn., while the net assets value per share
increased to Rs. 164.76, delivering value to our shareholders.
However, the gross NPL increased to 7.57% reflecting the
challenging operating context that prevailed during the year.
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A winning strategy

Since our inception, financial stability has remained our top
priority, while we have also made innovation the life blood of
the organisation, with disruption becoming a characteristic of
our persona.

Transforming the channels of service delivery to meet customer
needs is at the core of our growth strategy and is critical to our
success. We have accelerated our digital transformation drive and
our ICT strategy has facilitated innovate, pioneering, award-winning
initiatives that are icons in the financial services sector, delivering
an enhanced stakeholder value proposition. It has also transformed
our business model to be future-ready and prepared us to operate
in a crisis situation. The effectiveness of our strategy was witnessed
during the COVID-19 crisis, when customers converted to novel
ways of transacting through our IT platforms. Digitalisation has
enhanced operational efficiency, facilitated cost efficiencies and
enabled efficient regulatory compliance. Our revolutionary ICT
initiatives such as CDBiNet and CDBiControl have put us ahead of
our peers. | believe all relationships have an emotional component
which connect people with the brand. Hence, even in a digital
business model, itis imperative to infuse virtual experiences with
the human touch.

Delivering value to our stakeholders

We have long been recognised for our commitment towards
corporate sustainability in our social, environmental and economic
interactions and we remain committed to create long-term

value for all stakeholders. As part of the Company's sustainability
commitment, we have pledged support to the United Nations
Sustainable Development Goals (UN SDGs). Our contributions

to these goals are outlined in the our business impact section
from pages 43 to 126.

Within CDB's "Your Friend" customer proposition, we have
continued to enhance customer experiences at both digital
and physical touch points. In addition, innovative solutions and
new value added benefits have been introduced to augment
our customer services requirements.

We make a positive impact on our industry and communities,
engaging in programmes that support entrepreneurship and
innovation, improving access to education for underprivileged
children and enhancing health and wellbeing of communities. As a
netlender to the rural economy, we enrich rural entrepreneurship
and uplift rural financial strength, and thereby address inequalities,
social exclusion and marginalisation of various groups.

Making steady progress in our environmental obligations we
focused on reducing emissions, consuming responsibly, creating
environmental awareness and preserving wildlife and habitats.

A highlight for the year was the pledge to reduce single-use plastics

Letter from the Chairman — Our Business Strategy

across our network. For the fifth consecutive year, we remained

a carbon-verified entity and have also invested in United Nations
Certified Emission Reductions (CERs), which paves the way for us
to sign the United Nations Framework Convention on Climate
Change (UNFCCC) Climate Neutral Now Pledge.

As a core component of our sustainable business model,
we continue to support the safety, health and wellbeing, and
professional development of our people.

Further, as aresponsible corporate citizen, we contributed
Rs. 967 Mn. in the form of taxes and levies to the Government
Treasury during the year under review.

Enhanced governance

Strong corporate governance is the basis of our corporate success,
growth and stability, while acting as the guidelines for Board
members to fulfil their stewardship obligations. Our commitment

to good governance extends beyond regulatory limitations towards
the adoption of best practices and the Board is committed to
safeguard the trust placed in CDB as a leading financial institutionin
Sri Lanka by establishing a modern governance system to support
informed decision making. We continue to be fully compliant with all
regulations, especially pertaining to operations during the pandemic.

Awards and accolades

We are honoured by many accolades we have received that are a
testament to our sound governance, institutional excellence, and
our commitment to provide a wide range of lifestyle solutions for
our customers.

CDB was ranked among the 10 Best Corporate Citizens for the
third time at the Best Corporate Citizen Sustainability Awards
2019, hosted by the Ceylon Chamber of Commerce. CDB

was also included in the Business Today Top 30 Corporatesin
SriLanka and received honourable mention as one of the Most
Admired Companies in SriLanka, by the International Chamber
of Commerce of SriLanka, in collaboration with the Chartered
Institute of Management Accountants Sri Lanka and the Daily FT.
At the National Business Excellence Awards 2019 (NBEA), CDB was
awarded gold award in the Non-Bank Financial Services Sector. In
recognition of transparent corporate disclosures and reporting,
CDB was named the runner-up in the Finance and Insurance
Sector Category at the ACCA Sustainability Reporting Awards.

At the Asia Sustainability Reporting Awards 2018, CDB camein as
the Top Finalist for Asia's Best Community Reporting, Asia's Best
Stakeholder Reporting and Asia's Best Carbon Disclosures. At the
CA Awards, CDB was awarded a silver award for Best Disclosures
on Stakeholder Engagement.
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The way forward

As we face another challenging year of post-COVID recovery,

a key aspect of our growth strategy will be to develop our digital
capabilities to improve customer satisfaction, transform our
product range, strengthen internal processes and expand customer
touch points. We will drive business expansion within a governance
framework that provides stability, prudence and effective oversight,
to maintain CDB's unblemished track record and reputation as one
of the most stable and ethical financial organisations in the country.

We are fortified by a sustainable business model, talented and
dedicated people at every level of the organisation, an effective
and clear strategy and a culture with heart and integrity at its core.
Standing upon this solid platform, | am confident we will continue
to create long-term value for our stakeholders to strengthen our
position as a top-tier financial services organisation in the country.

A note of gratitude

In conclusion, | extend my appreciations, on behalf of the Board, to
our management team and staff and my deep appreciations are
extended to our Managing Director/CEO Mahesh Nanayakkara for
his inspired leadership. | am grateful to my colleagues on the Board
for their strong and consistent support and insightful guidance.
My sincere appreciations are extended to our customers for their
valued patronage and loyalty, and our shareholders for the steadfast
support at all times. | also wish to extend my thanks to the senior
officials of the Central Bank of Sri Lanka for their valuable counsel
and guidance and to our auditors, KPMG, for their valuable advice
and timely completion of audits.

& ¢
[——
Ranga Abeynayake
Chairman

15 July 2020
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Our Business Strategy

Message from the Managing Director/Chief Executive Officer

In the highly challenging environment of the financial year of
2019-20, am pleased to report that CDB has remained true
toits strategic vision, while sustaining a commendable financial
performance. The current year also coincides with a historic
milestone in our journey with our 25th anniversary falling on

7 September 2020.

External environment and the COVID challenge

This financial year will go down in history as one of the most
challenging years for the entire world and Sri Lanka is no
exception. The SriLankan economy in particular was exceptionally
handicapped by disruptions starting with the Easter attacks at
the commencement of the financial year, and ending with the
COVID -19 pandemic.

While COVID-19 gave rise to widespread negative impacts globally,
SriLanka was fortunate that immediate action to contain the spread
of COVID -19 was taken by its leadership. The selfless commitment
to duty by our frontliners - doctors, medical staff, health authorities,
tri-forces and the police ensured safety and adherence to stringent
guidelines.

CDB’'s COVID response

CDB as ateamresponded to the COVID-19 challenge by prioritising
the health and safety of our team members and clients, and ensuring
uninterrupted service during curfew and lockdown. Our Business
Continuity Plan (BCP) guided the entire organisation's response.

We continued with our digital and e-commerce initiatives during
the year under review, which became the key strength during the
pandemic in ensuring seamless service at all times.

lam pleased to report that business activities have resumed ahead
of our expectations. We recommenced our lending business in
June and will be working on a budget with specific targets and
goals from July 2020.

an advantage
-OVID business

ent with our emerging

y which is based on digital
ommerce platforms,

with our unique brand
ing strategy and
ustainability focus.

Performance

I'would like to clarify at the outset that Unisons Capital Leasing Ltd.
(UCL), our specialized leasing subsidiary, was amalgamated with
CDB on 18 May 2020, under the Central Bank's Financial Sector
Consolidation Programme. Therefore, all figures discussed in my
review are consolidated Group figures.

After the setbackin April following the Easter attacks, our recovery
has been faster and stronger than expected, although business
volumes were impacted.

The Group balance sheet recorded a marginal growth of 1.32%,
reaching Rs. 93.20 Bn. whilst the loan book also recorded a marginal
growth of 1.17% for a value of Rs. 72.42 Bn. The deposit portfolio
declined by 8.29% year-on-year, recording a year end figure of

Rs. 43.31 Bn., mainly driven by the conscious decision to redeem
some institutional deposits. This was offset by increased debt
funding and equity. The rights issue targeted at strengthening

the capital base was fully subscribed in June 2019, generating

Rs. 1,019 Mn.

The Profit or Loss Account also echoed the balance sheet,
recording a revenue growth of 2.61% for arevenue of Rs. 17.36 Bn.,
anetinterestincome growth of 20.75% at Rs. 6.64 Bn., and the
profit after tax reached Rs. 1.84 Bn. with a growth of 1.60%.

The Net Interest Margin (NIM) improved to 7.17%, from 6.52% in the
corresponding previo