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Net Interest Income

Rs.4.63 Billion



+

Yo

Profit for the Year

Rs.1.25 Billion







+

Yo

Net Fee and Commission Income

Rs.1.11Billion




+

Yo

Customer Deposits

Rs.91.46 Billion




Total Assets

Rs.129.45 Billion

Numbers talk

This year we don’t need to say much because as you can see above, our numbers speak for themselves. We're
continuing the powerful trajectory of growth we’ve been on for several years now, developing a strong, sustainable
banking operation offering good returns to the many stakeholders we partner.

Today, we believe we have proved the excellence of our business model, as this Report will show. That’s why we

will continue to be Sri Lanka’s fastest growing bank, shifting paradigms, exploring new horizons and setting the
pace in all that we do.

We don’t need to say much.
Because our numbers talk.
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Vision, Mission & Values

| |
Vision
To become the most
customer preferred

commercial bank In
Sri Lanka.

Mission

We will create the largest
satisfied customer base

by providing professional,
personalised, secure,
quality banking and financial
services, using modern
technology and innovative
products. We will delight our
customers, create a better
future for employees and
enhance stakeholder value.
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Values

Act with Courage and Integrity

We stand firm for what is right, and work
with absolute trust and confidence in all
our dealings.

Dependability

by fulfilling expectations, be personally
accountable to deliver on commitments.

Team Work

We are a group of strong and diverse
individuals who collaborate with each

purpose.
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Strive for Excellence
- We will put forth our best to provide the

We demonstrate consistent performance | Commitment

We are dedicated to the success of
our organisation and stakeholders,

.~ ourselves.

. . We connect to customers,
other and are unified by a clear common

each other with respect, dignity and
- with mutual trust.

Numbers Talk

highest quality of Banking services by
understanding customer needs and
exceeding expectations.

including customers, employees and

Mutual Trust and Respect

communities, regulators and




Walkin
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Numbers Talk

THROUGHOUT THESE YEARS, OUR WILLINGNESS TO
ADAPT AND BE FLEXIBLE ENOUGH TO SWIFTLY GRASP THE
OPPORTUNITIES OFFERED BY THE HEADWINDS HAS BEEN
OUR STRONGEST ASSETS, MAKING US A ROLE MODEL TO

THOSE STRONGER AND FITTER.

Thus Far and Farther...

Our journey of just over two decades has been an eventful
one, where we have endured challenges and emerged a
strong, resilient force in the Banking sector. Throughout these
years, our willingness to adapt and be flexible enough to
swiftly grasp the opportunities offered by the headwinds has
been our strongest assets, making us a role model to those
stronger and fitter.

Our story has been akin to a tree that takes deep root to
withstand all that nature throws at it. As the mighty trees do,
we have transformed our growth and success to provide
shelter to those who need it the most - especially the financially
marginalised communities.

We have ingrained the desire to provide financial inclusion as
our commitment and social responsibility. As a partner that
truly cares about the empowerment of all, we nurture those who
nurture us.

Today, we are humbled by the bank that we have become and
excited by the possibilities of what's to come. As we grow, we
want all of our stakeholders to enjoy the fruits of their partnership
with Pan Asia Bank as it is their story as much as ours.

Promises, Delivered

Promises are often made, but rarely made good of, and are
often forgotten. At Pan Asia Bank however, ‘our word is our
bond’. We don'’t just deliver on our promises but strive to
constantly exceed expectations.

Here are some of the promises we pledged during the past 3
years, and on how we delivered them to you, our stakeholders:

e |In 2014 we demonstrated how our ‘Dynamic’ team helped

drive the turnaround of the Bank'’s performance in a matter of
12 months. In 2014 we increased our net profits three fold.
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e |In 2015 we asked every one of our stakeholders to ‘Believe’
in us because we knew we could expand our boundaries
farther and achieve more. And we did!

Our promises of a billion Rupee profit and a 100 billion
Rupee asset base were delivered ahead of the year end;
that is a profit after tax of Rs.1.04 billion and Rs.107.8 billion
asset base.

e In 2016 we are letting our numbers do the talking because
we have pulled off yet another record financial performance
amid much tougher conditions for the industry.

Our Rs.1.25 billion profit is the highest so far reported, and
we have maintained our returns well above the industry
average while improving the asset quality to multi-year
highs.

Unleashing the Potential

Our potential is immense and our belief in ourselves,
phenomenal. That potential is now being unleashed as we
plan our growth strategies for the next three years. In tandem,
we have further strengthened the Bank’s leadership and
stewardship infusing the Board and the management with
experienced industry leaders.

The forthcoming appointment of a new Chief Executive Officer
to lead our able corporate management team will uplift our
performance to new vistas as a solid mid-sized commercial
bank in Sri Lanka.




Financial Highlights

2016 2015 Change %

Results for the Year (Rs. Mn)
Gross Income 15,144.74 10,750.14 40.76
Net Interest Income 4,633.38 3,962.59 16.93
Total Operating Income 6,342.13 5,634.33 12.56
Operating Profit Before VAT and NBT on Financial Services 2,290.84 1,904.00 20.32
Profit Before Tax 1,807.58 154213 17.21
Profit for the Year 1,2561.70 1,040.52 20.30
Position at the Year End (Rs. Mn) _ '
Gross Loans and Receivables to Other Customers 98,509.79 86,322.65 14.12
Total Assets 129,451.08 107,782.97 20.10
Due to Other Customers (Customer Deposits) 91,456.41 . 77,697.05' 17.71
Shareholders' Funds 6,872.15 5,773.27 19.03
Financial & Investor Ratios ) )
Net Interest Margin (%) 3.87 4.34 (10.83)
Return on Equity (%) 19.97 19.94 0.15
Return on Assets (%) 1.05 1.14 (7.89)
Cost to Income Ratio (%) 56.03 53.29 514
Earnings per Share (Rs.) 4.24 3.53 20.11
Net Assets Value per Share (Rs.) 23.29 19.57 19.01
Market Price per Share (Rs.) 20.00 27.10 (26.20)
Statutory Ratios
Capital Adequacy _ '

Eligible Core Capital (%) (Minimum Requirement - 5%) 8.37 7.82 7.03

Total Capital (%) (Minimum Requirement - 10%) 11.40 12.30 (7.32)
Liquid Asset Ratios _ '

Domestic Banking Unit (%) (Minimum Requirement - 20%) 28.03 24.39 14.92

Foreign Currency Banking Unit (%) (Minimum Requirement - 20%) 38.82 50.63 (23.33)
Non Performing Advances Ratio (%)

Gross 4.74 4.84 (2.07)

Net 295 3.26 9.51)

Rs.1 5-1 4Bn

Gross Income

Increased by 41%
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Numbers Talk

Profit Before Tax

2016

Profit for the Year

2016

2015 2015
2014 2014
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Rs.98-51 Bn

Gross Loans & Receivables to Other Customers

Increased by 14%
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2.95%

Net Non Performing Advances Ratio

Improved by 10%




Accomplishments of the Year

Achieving more

Opening of 80th

Branch in Kottawa

The Bank opened its 80th branch in
Kottawa enabling the customers and
businesses in the sprawling city to
enjoy the innovative Banking solutions
offered by the Bank.

Sri Lanka’s Fastest

Growing Bank for the

3rd consecutive year

Pan Asia Bank was recognised
as the country’s ‘Fastest Growing
Commercial Bank’ by the London
based Global Banking & Finance
Review.

f

Plugging in to LankaPay
Common ATM Switch (CAS)
The bank plugged itself in to the
CAS offered by LankaPay, Sri
Lanka’s national payment gateway
provider with access to over 2,765
ATM'’s across the country.

RY

Cutting Edge Digital Channel

Solutions

The Bank signed up with Fortunaglobal
(Pvt) Ltd., a leading provider of digital
banking software solutions to implement

rMost Innovative Banking Product

| @ in Sri Lanka
The Bank’s leading childrens’ savings product, ‘Daskam’
was recognised by Global Banking & Finance Review as
the industry’s most innovative product.

Best Employer of the Year

The South Asian Partnership Summit & Business
Awards recognised Pan Asia Bank with the ‘Best
Employer of the Year’ award in 2016.

Gold Award for Business and Financial
Performance

‘ Pan Asia Bank was awarded as the overall winner
for its excellent business and financial performance
by the National Chamber of Commerce of Sri Lanka.

Innovative Step-up Housing Loan Product

The Bank introduced a novel loan scheme which enables the
borrowers to make early repayments with lower installments
followed by gradually increasing installments at the later part of
the tenure.

‘Pan Asia Stargate’

For the 1st time in the industry, Pan Asia
Bank in affiliation with the Institute of
Bankers, Sri Lanka offers a structured
internship programme for the school
leavers who aspire a career in the Banking
industry.

a suite of cutting edge digital channel

solutions.
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Numbers Talk

USD 17.25 Mn funding line from a European
Asset Base Crossed Rs.125 Bn Financier
The Bank's asset basg grossed historical \ After successful negotiations, the Bank received a 5
milestone of Rs.125 billion and closed the year years USD 17.25 million funds from Micro, Small and
with Rs.129.45 billion. Medium Enterprises Bonds S.A, Luxembourg based

fund specialised in SME development.

P

Runner-up in the Banking Sector - National

Chamber of Commerce Awards W= Opening of 82nd Branch in Mawanella

Pan Asia Bank’s excellence in Banking services was The Bank opened its 82nd branch in Mawanella,
recognised with the runner-up award at the National a rapidly growing city in the upcountry to bring in
Business Excellence Awards 2016. more innovative financial solutions.

Opening of 81st Branch in Kaduwela
Pan Asia Bank opened its 81st branch in Kaduwela,
a gateway to many areas in the country.

4

Towards Greener Banking ‘Red Cupboard’ the Library Project
With the view of reducing the carbon footprint of The Bank undertook a project to
all our banking activities the Bank introduced a improve the library facilities of schools
comprehensive ‘Environmental & Social Policy’. identified in remote areas of the
country.
Q Profit for the Year Surpassed
- Unique Condominium Financing Solutions Rs.1.25 Bn Mark
The Bank launched an innovative financial Continuing the progress in the
solutions for those who are aspiring to financial performance, the
own his/her own apartment for residential, pre-tax profit of the Bank
investment and upgrading purposes. surpassed the Rs.1.75 billion mark

and the post-tax profit recorded a
historical highest of Rs.1.25 billion
in 2016.

Annual Report 2016 Pan Asia Banking Corporation PLC 11



Awards & Accolades

WE TAKE HUMBLE PRIDE FOR THE MULTIPLE ACCOLADES
RECEIVED IN RECOGNITION OF OUR BANKING EXCELLENCE AT
VARIOUS NATIONAL AND INTERNATIONAL BENCHMARK EVENTS
AND CONTESTS. AMONG MANY OF OUR ACHIEVEMENTS,

THE YEAR 2016 MARKS THE MOSTLY AWARDED YEAR IN THE
HISTORY OF YOUR BANK. THESE AWARDS SPEAK VOLUMES

OF OUR NUMEROUS ACHIEVEMENTS MADE THROUGHOUT THE
YEAR TO BECOME A TRUE BENCHMARKED PLAYER IN THE
INDUSTRY FOR THE REST TO LOOK UP TO.

Proving Leadership

12 Pan Asia Banking Corporation PLC Annual Report 2016




Overall Winner at National
Business Excellence
Awards 2016

The year 2016 has seen
Pan Asia Bank reaching the
pinnacle in the corporate
sector as its Business &
Financial performance was
recognised as the best out
of all the corporates that
participated at the 2016 diet
of the National Business
Excellence Awards (NBEA),
the benchmark business
excellence competition
conducted by the National
Chamber of Commerce of Sri
Lanka.

The award marks one of the
highest recognitions the Bank
has received in its 21 years
of proud history recognising
its sustainable business and
financial results.

The Bank’s business and
financial performance was
evaluated based on multiple
performance indicators

such as the earnings per
share, return on equity, non-
performing loan ratio, cost-to-
income ratio, etc., which have
shown steady improvement
during the last three financial
years.

In fact, the recognition was
on account of the Bank’s
turnaround performance

in business and financial
results during 2015 as the
Bank surpassed an after tax
profit of Rs.1.0 billion for that
financial year, recording an
increase of 151%. The Bank
also crossed the Rs.100 billion
asset milestone, in 2015 by
recording a growth of 35%,
one of the highest in the
industry.

Most Innovative Banking
Product in Sri Lanka

The Bank’s leading children’s
savings product, ‘Daskam’
was also recognised as the
industry’s most innovative
product in 2016.

‘Daskam’ offers an additional
10% deposit from the Bank
on top of each and every
customer deposit with an
enhanced interest rate of 8%
(8.33% A.E.R) on the total
balance, making it a truly
unique value added product.

This is also the third
consecutive time one

of bank’s innovative
products has received
international recognition as
its groundbreaking senior
citizens’ lending product
‘Sammana’ and its leasing
product, ‘Budget Leasing’ were
adjudged as most innovative
banking sector products in
2014 and 2015 respectively.

Fastest Growing
Commercial Bank in
Sri Lanka Award

Pan Asia Bank was adjudged
as the ‘Fastest Growing
Commercial Bank in Sri
Lanka’ in 2016 for the third
consecutive time by London
based Global Banking &
Finance Review making it the
only bank in Sri Lanka to have
been awarded thrice in a row
by them.

The Bank’s market reach,
growth in assets and
consistent performance track

Annual Report 2016 Pan Asia Banking Corporation PLC

record during 2014 to 2016
provide a clear indication
of its high level growth in
comparison to peers.

London based Global
Banking and Finance

Review annually recognises
outstanding achievements in
the financial services industry
and this award reflects the
Bank’s continuous progress
made in areas of strategy,
market reach and financial
performance among others.

Runner-up Award in the
Banking Sector

Reaching another milestone,
Pan Asia Bank was also
adjudged as the ‘Runner-
up’ in the Banking Sector at
the NBEA 2016 which is a
clear testament to the level
of excellence pursued by
the bank in all its banking
practices.

The fact that this award was
won amid competition from
many older and larger players
in the banking industry makes
it an especially noteworthy
achievement for the bank.

For this award, the Bank’s
performance was subjected
to a rigorous evaluation under
seven key areas namely;
excellence in leadership,
excellence in corporate
governance, excellence in
capacity building, excellence

Numbers Talk

in market reach, excellence in
corporate social responsibility
and excellence in business &
financial results by a panel of
prominent judges.

This award demonstrates the
continued progress made by
the bank during the recent past
in all its areas of performance
which surpassed not just the
peers but also much larger
counterparts in the industry.
Being the runner-up in an
industry consisting of 25
players — both local and foreign
—makes Pan Asia Bank a force
to be reckoned with.

Best Employer of
Sri Lanka Award

The bank was recognised
as the ‘Best Employer of

Sri Lanka’ at the South
Asian Partnership Summit &
Business Awards 2016.

This award recognised the
bank’s continuous efforts and
investments in its most valued
asset — its staff, excellent
employee relations and
commitment demonstrated

at all times to empower and
enrich the staff to develop a
future ready talent pool who
can take up the leadership
roles in the future. Therefore,
this award recognises

the bank has proactive
measures undertaken for
succession planning and
building of a talent pool at

a time when the banking
industry is challenged by
dearth of talent.

13



Management Information and Executive Reviews

Chairman’s Review

We’'re not
saying much

Rs.1 29
455n

Total Assets
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Numbers Talk

Chairman
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Management Information and Executive Reviews

Chairman’s Review

R32329

Net Asset Value Per Share

Increased by 19.01%

Dear Shareholder,

Your Bank performed exceptionally well in almost all areas of
business during 2016 marking the best financial year Pan Asia
Bank have had so far in its 21 year history.

The policies and our strategies were finely designed to ensure

a sustained growth of your Bank to ensure that they turn in to
higher earnings, thereby, maximising your wealth on a sustained
basis.

Hence, | am confident that these results which will be uncovered
throughout this report will undoubtedly delight you and

our stakeholders at large which was made possible by the
leadership and the considerable guidance given by my fellow
members of the Board.

Performance in Context

Your Bank stepped in to 2016 with strong fundamentals laid
down during the previous years providing us with the strength,
momentum and resilience to conquer potential challenges whilst
making progress in all areas.

This is amply demonstrated by the numbers that will be
uncovered throughout this report which will provide a strong
testament to our ability to perform even under less favourable
monetary and market conditions.

Your Bank posted a pre tax profit of Rs.1.81 billion, the highest
achieved in the history of the Bank, recording a growth in
excess of 17.21% over the previous year.

The bottomline also followed suit to record a growth exceeding
20% to Rs.1.25 billion, setting up another earnings record. The
fact that these numbers were achieved despite the increased
taxes applicable on the Banking sector further increases the
value of the performance of your Bank.

Despite the restraining monetary and fiscal conditions that held
back much of the growth in loans and advances in the banking
sector, your Bank was able to grow its asset base by 20.10%, to
end the year with Rs.129.45 Dillion asset base.

The net loans and receivables to other customers ended the
financial year with Rs. 95.83 billion, recording a growth of
13.84% .

Despite this robust expansion in loan book, what is notable was
the continuous improvements seen in the asset quality as your
Bank further improved its gross non-performing loan ratio to
4.74% from 4.84% a year ago.

16

Rs.1 .81 Bn

Pre Tax Profit

Increased by 17.21%

It is also noteworthy that your Bank has secured a funding
facility of USD 17.25 million from Micro, Small & Medium
Enterprises Bonds S. A, a European Financer. This is the second
instance within a matter of three years your Bank entered in

to a funding line with an international lender after the bank
completed a seven year funding line with Global Climate
Partnership Fund in 2015.

Your Bank also announced a rights issue in December to raise
over Rs.2.0 billion in accordance with the two year capital
augmentation plan approved by the Central Bank of Sri Lanka
(CBSL). By the time you read this annual report, | am confident
that you would have given your approval for this capital call.

Furthermore, we are also well aware of the new Basel Ill rules
and are taking necessary steps to meet the higher capital
adequacy requirements under the new accord which will
commence from July 01, 2017.

A significant highpoint in 2016 was the fact that your Bank
became the overall winner in the corporate sector for its stellar
business and financial performance at the National Business
Excellence Award 2016, the benchmark business excellence
recognition event conducted by the National Chamber of
Commerce of Sri Lanka.

Apart from this, your Bank also became the runner-up in the
banking sector competing with larger and older competitive
banks in the country.

These two accolades speak volumes of the excellence that your
Bank has achieved in conducting its banking business.

Furthermore in 2016, your Bank was also adjudged as the
Fastest Growing Commercial Bank in Sri Lanka by the London
based Global Banking and Finance Review for the third
consecutive time.

Shareholders' Funds

2015

2014

, Rs.Bn
7
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It is with much humility that | acknowledge that this
commendable performance could not have been possible
without the clear guidance given by the Board, strong
management team for their excellent foresight and sound
decision making, efficient execution of the strategies by all staff
of the bank.

Let me now elaborate on some of the salient global and
domestic macro-economic conditions under which your Bank
performed during 2016, with set out the challenges and the
opportunities which your Bank and the sector as a whole has to
encounter in the ensuing year.

Economic Developments in 2016

As you are well aware, the global economic uncertainties
heightened during the year mainly due to increased political
risks such as the Britain’s shock vote to leave the European
Union and the surprise outcome of the presidential election in
the United States (US).

The Brexit aftermath saw the Sterling plunging against major
currencies before regaining some lost ground thereafter. The
US Dollar strengthened against all major currencies, the global
stocks outperformed and the economic forecasts on the US and
other major economies turned positive.

This rising wave of populism in Europe and North America have
reshaped the economic and financial markets throughout the
globe, while China is also expected to have a soft-landing in
their economy showing more resiliency - hence demonstrating
better prospects for the global economy as a whole.

The International Monetary Fund (IMF) forecasts a 2.3% growth
in the US and 3.4% in the global economy for 2017.

Meanwhile the US Federal Reserve increased their benchmark
treasury yield by another 25 basis points in December, the first
time in a year and the second time in a decade forecasting at

least another three rate hikes in 2017 on the optimism of rising
inflation, tightened job markets and higher growth.

The US rate increase has had an adverse impact on emerging
markets as funds began flowing out in to the safer US treasuries
pressurising most Asian market currencies, including the

Sri Lankan Rupee.

The relaxed fiscal and monetary policies pursued in 2015,
spiked the demand for bank credit in over and above the
deposits it raised. Suchly earned credit fueled the country’s
import bill while the lower rates in the domestic treasuries
accelerated fund outflows from the government securities

Annual Report 2016 Pan Asia Banking Corporation PLC

Numbers Talk

YOUR BANK STEPPED IN TO 2016
WITH STRONG FUNDAMENTALS LAID
DOWN DURING THE PREVIOUS YEARS
PROVIDING US WITH THE STRENGTH,
MOMENTUM AND RESILIENCE TO
CONQUER POTENTIAL CHALLENGES
WHILST MAKING PROGRESS IN ALL
AREAS.

market bringing dual pressure on the Rupee. As a result
Sri Lankan Rupee depreciated 3.8% in 2016 after falling 9% in
2015.

However, the industry saw reversal of these policies during the
2016, as the CBSL started taking preemptive measures to rein in
inflation and private credit growth.

Hence, the year saw the CBSL increasing its key policy rates
by 100 basis points - 50 basis points each and increasing the
statutory reserve ratio by 150 basis points. As a result, the
market interest rates adjusted upwards.

However, the demand for private sector credit remained
stubbornly high according to the CBSL Statistics, during 2016,
as the private sector credit rose by Rs.754 billion, the highest
in the history in a single year. This is on top of a Rs.692 billion
growth in private credit in 2015.

While the IMF forecasts a growth of 4.8% for Sri Lanka this year,
in this context it is likely for higher rates to prevail at least during
the 1st half of 2017 given the need to curb inflationary pressures
as well as to rein in the private sector credit to a level below
20% as desired by the CBSL.

We however remain positive over the demand for consumption
credit, albeit at a slower pace. The new economic opportunities
that may open up as part of the government’s economic

policy of investment led export industries in its quest for an
upper middle income economy in return to openup economic
opportunities for everyone.

17
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Chairman’s Review

GOING FORWARD, THE BANK WILL
CONTINUOUSLY REMAIN OPEN
TOWARDS EXPLOITING OPPORTUNITIES
AS AND WHEN THEY ARISE; TO
ENHANCE THE VALUE TO OUR
STAKEHOLDERS, AND IN PARTICULARLY
TO CHANNEL OUR FUNDS IN TO
PRIORITY SECTORS OF THE ECONOMY.

Our Focus in 2017

Your Bank’s trust is its people and the exemplary level of service
is second to none. Hence, we will continue to invest in our
people, the Bank’s most valued asset because we believe in a
well contented workforce who will go the extra mile to keep our
customers happy.

We also believe that there is no other substitute to service
quality that ensures sustainable competitive advantage in all
what we do and also to deliver on our brand promise, ‘The
Understanding Bank'.

We are cognizant of the fact that creating financial inclusion is
sine-qua-non in making an equitable society. For this purpose,
we will continue to channel resources in to areas scattered
across the country through our decentralised regional centers.
Under this strategy, we will prioritise the Small and Medium
Enterprises that will in turn create a lot more opportunities for a
wider section of the society.

Through this, we will also help assist the Government’s national
economic policy agendas by way of minimising regional
disparities. As a responsible lender, we will provide the much
needed financial support to those who create economic value
which has a multiplier effect in the society.

For this we will leverage digital platforms such as the now
ubiquitous mobile phone, internet and social media in a greater
scale than we did in the past to explore the full potential of these
technologies to bring banking and finance on to their hands.

With regard to our physical expansion, we have already
earmarked several key locations in the island, mostly in remote

18

regions to bring our innovative product portfolio along with our
unigque customer service closer to the people in those areas.

As the fastest growing bank in Sri Lanka, we will also develop
innovative solutions to cater to the growing aspirational middle
income consumer who seeks comfort and ease when banking.
Our digital banking strategy will supplement this in serving our
clients, more effectively with 24/7 accessibility.

Our products continue to evolve based on the requirements

of customers. Therefore, we will continue to prioritise our
investments on new products in all areas of banking - Retail,
SME, Corporate and Treasury to meet those customer needs as
well as to stay ahead of the competition at all times.

The era of high margins is a thing of the past, hence, we are
well aware that Banking sector will have to embrace continuous
efficiency enhancement strategies to remain competitive and
remain lean so that we can quickly respond to the needs of the
market than anybody else.

Going forward, the Bank will continuously remain open towards
exploiting opportunities as and when they arise; to enhance
the value of our stakeholders, and in particularly to channel our
funds in to priority sectors of the economy.

To achieve this objective we will continuously review our
strategies in a periodic manner as the political, economic,
social, technological and environmental factors around us are
changing rapidly and to ensure your Bank stays nimble enough
to make the most out of these changes.

Outlook for 2017

With the demand for private sector credit still remaining strong,
and the likely pressure on inflation from supply side factors such
as the ongoing drought conditions, the challenge for the Central
Bank of Sri Lanka (CBSL) will be to bring them both down to an
acceptable level.

The CBSL has already expressed that they would allow more
foreign exchange flexibility as they do not see any logical
sense in defending the Rupee through Dollar sales, hence, the
currency could further come under pressure unless a steady
flow of foreign exchange materialises.

If the foreign investors continue to sell their holding in the
government securities in response to further increase in US
treasury yields, the local currency could further come under
downward pressure.
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The decline in water levels in the catchment areas has reduced
the hydro-power generation capacity and as a result the reliance
on high cost thermal power could lead to a higher fuel import

bill at a time when the global crude prices are also on the rise.
Further, measures to curb credit growth cannot be ruled out if
the private credit does not ease.

These circumstances will continue to pose challenge to the
Banking sector weighing on the sector growth.

Meanwhile, we welcome the moves to strengthen the regulatory
and the supervisory framework through the proposed Banking
Act amendments which will work towards creating a stronger
banking system in the country.

The Bank has already taken steps to maintain adequate capital
buffers to meet capital requirements both under the CBSL'’s
minimum capital requirements and Basel Ill rules.

I ' would like to reiterate that your Bank is well poised to
capitalise on the growth sectors which include but not limited
to construction, export led industries, tourism and property
development.

The borrowing we received in December and the proceeds
from the rights issue will place your Bank in a strong position to
exploit these opportunities. The Bank also mulls further funding
lines from prospective lenders.

We are also closely watching for emerging economic segments
from the proposed mega infrastructure development projects
such as the Colombo International Financial City, Western
Region Megapolis Development project, proposed investment
and industrial zones, re-instatement of GSP+ concession,

etc., that enable us to play a catalytical role in the national
economy as well as in the people’s day-to-day lives as, ‘The
Understanding Bank’.

Appreciation

In closing, | offer my gratitude to my colleagues on the Board
for their invaluable guidance and contribution without which this
exemplary performance could not have been achieved.

Your Bank is now a formidable mid-sized bank which is on a fast
and a sustainable growth path on the able hands of one of the
most versatile management teams in the industry.

I would like to express my appreciation to the corporate
management team, all the employees for their passion and
commitment towards bringing the Bank’s vision and strategies
to life.
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| also offer my thanks to all our customers and business partners
who remained with us through good times and challenging
times, and to the regulator who provided guidance at all times.

The fruits of all your efforts will now start to uncover as you go
through this report and | am confident the Bank is now poised to
record even better results in 2017 and beyond, building on the
remarkable progress made during the year.

L/\g'l/_\/‘,./’b""
Eshana De Silva
Chairman

Colombo, Sri Lanka
22nd February 2017
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WE CERTAINLY DO NOT UNDERESTIMATE
THE SIGNIFICANT ROLE THAT WE PLAY
IN RE-SHAPING THE LIVES OF OUR
CUSTOMERS AND THEIR BUSINESSES
WHICH IN TURN WOULD HELP TO GROW
THE SRI LANKAN ECONOMY.

Dear Stakeholder,

It is with great pleasure that we present to you the performance
of your Bank for the financial year ended 31st December,

2016 in which the bank made notable strides on the strong
fundamentals laid during the preceding years.

Forging lifelong relationships with each and every one of our
customers over the years has been the cornerstone of our
values and the key in achieving our vision, ‘To become the most
customer preferred commercial bank in Sri Lanka’.

Whether it is helping a student to finance his/her education,

a young family to own their dream home, an entrepreneur

to navigate unchartered waters or a retiree in managing his
retirement and savings; we, at Pan Asia Bank have stood strong
with our customers throughout their lifetime, in good times as
well as bad times - understanding their true needs and offering
solutions to fulfill their dreams.

This is our forte and the foundation on which our present day
success had been built on. We strongly believe this is what
makes us, ‘The Understanding Bank’.

Last year was the best year your Bank has ever witnessed in its
21 year history because our performance - both financial and
otherwise - surpassed previous year best and went on to earn
national and international recognition.

Besides, we also remained the preferred choice across many
of our businesses reflecting how well we serve our customers -
individuals, households, businesses and corporations - who in
fact make up the real economy. This is demonstrated through
the performance of our credit portfolios in retail, credit cards
and Small and Medium Enterprise (SME) sectors and the new
corporate relationships along with trade business we forged
during 2016.

We certainly do not underestimate the significant role that

we play in re-shaping the lives of our customers and their
businesses which in turn would help to grow the Sri Lankan
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Rs.2.29 Bn

Operating Profit

Increased by 20.32%

economy. We always put our customers first in everything we
do, for it is our firm belief that our growth as a Bank will solely
depend on how we serve our customers and how well we
manage our businesses.

As you leaf through this report, you will find how our efforts and
accomplishments have translated in to words and numbers.

However, it should be noted that this performance did not come
without its share of challenges.

External Environment

The year under review saw the global financial markets strongly
being impacted by the populist political movements in many
countries. The rising populism in the East, West, and Europe
was amply demonstrated by the Presidential election results
both in Philippines, and United States as well as the Britain’s
vote to leave the European Union.

Despite numerous predictions painting doom and gloom leading
up to these events, they turned a new chapter not just in global
politics but also in economics, suddenly bringing a wave of
optimism in to the global economic outlook.

The much anticipated increase in benchmark treasury yield

by a quarter percentage by the US Fed in December, and
their hawkish sentiments on future rate hikes - at least another
three in 2017- is an indication of a strengthening US economy.
The International Monetary Fund (IMF) has already revised its
forecasted growth in US to 2.3% and the global growth to 3.4%
for 2017.

Meanwhile, the Chinese economy which experienced a much
softer landing with the economy is expected to have recorded a
growth of around 6.8% in 2016 albeit the concerns surrounding
the higher debt stock by both the Government and the private
corporations.

Further, Europe also showed some signs of normalising with
the European Central Bank signaling to reduce the pace of

Operating Profit

2015

2014

, Rs. Bn
0.0 0.5 1.0 1.5 2.0 285)
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quantitative easing from April onwards although the Italian
banking sector is struggling with a high level of bad debts.

Meanwhile, the Sri Lankan economy also underwent a much
needed correction when the country signed a USD 1.5 billion,
three year stabilisation program with the IMF in June. This
encompassed a host of fiscal reforms, particularly in increasing
the State revenues and reforming the key Government owned
business enterprises.

As a result of these austere fiscal measures, along with the
tightened monetary policy, Sri Lankan economy slowed down
its consumption led growth with a deceleration. However, the
construction and services sector activities picked up during the
latter part of the year.

According to the IMF, the Sri Lankan economy is projected to
grow by 4.8% in 2017, slower than government’s expectation
of 6.3%.

The money market liquidity remained in deficit during most of
the year forcing the Banking sector to fight hard to mobilise
customer deposits amidst the intense competition. This pushed
up the interest rates of deposits and advances by almost 200 to
300 basis points.

Despite these tighter monetary conditions, the private sector
credit remained stubbornly high in 2016 with a total private
credit growth during the year reaching an all time high of
Rs.754 billion.

In a bid to rein-in this credit growth, the Central Bank of Sri Lanka
brought in several macro-prudential limits such as Loan-to-Value
ratios on vehicles of which the full impact will be seen from 2017
onwards due to 12 to 18 months lag effect.

Furthermore, the Banking sector was also subjected to the
highest effective tax rate as in any industry with the Value Added
Tax rate being raised from 11% to 15% during the latter part of
the year.

All'in all, the domestic Banking sector took much of the brunt of
these global and domestic economic challenges and Pan Asia
Bank was no exception to it.

Financial Results, Let our Numbers Talk

Our strong customer focus, diversified business model, prudent
risk management and proactive decision making enabled

us to produce another solid year of financial performance in
2016, successfully navigating through the challenges posed by
rising interest rates, changes to the tax regime, and global and
domestic market volatilities.

Pan Asia Bank made a pre tax profit of Rs.1.81 billion for 2016,
recording a growth over 17%.
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WE ALSO MAINTAINED OUR NET
INTEREST MARGIN (NIM) AT 3.87%, WELL
ABOVE THE INDUSTRY AVERAGE WHICH
HOVERS AROUND 3.6% DUE TO OUR
SWIFT ASSET AND LIABILITY RE-PRICING
THAT WAS CARRIED OUT WITH MINIMUM
ADVERSE IMPACT ON OUR CUSTOMERS.

Our post tax profit also reached an all time high of Rs.1.25 billion
with an earnings per share of Rs.4.24, recording an increase of
over 20%.

Our return on assets was 1.05% in 2016 and the return on equity
for 2016 of 19.97%, among the highest in the industry.

We generated a total income of Rs.15.14 billion in 2016, up

by 41% from 2015. This achievement was supported by our
business model which generated a balanced mix of net interest
income and non-interest income across the business lines
allowing us to deliver consistent performance amidst volatile
times. Our fee and commission income grew by 36% in tandem
with interest income in spite of the decline in trade volumes in
the economy.

We also maintained our net interest margin (NIM) at 3.87%,
above the industry average which hovers around 3.6% due to
our swift asset and liability re-pricing that was carried out with
minimum adverse impact on our customers.

In the meantime, we also re-calibrated our portfolios from low
margin assets in to high margin assets enabling us to maintain
our margins irrespective of the circumstances.

As a result, our net interest income grew by a 16.93% to
Rs.4.63 billion.

Quality Portfolio Growth

Your Bank ended the year with a total deposit base of
Rs.91.46 billion, up by 17.71% from 2015 amid stiff competition
for consumer deposits.

The industry observed a shift in low cost deposits to high cost
medium term deposits in response to rising interest rates. This
in turn puts pressure on our NIM though our timely strategies
helped us protect the Bank against any significant shrinkage of
margins.
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WE RATIONALISED OUR STAFF AND
PROCESSES AND RE-DEPLOYED THE
EXCESS STAFF IN TO AREAS WHERE
THEIR NEED WAS FELT THE MOST,
THUS SIGNIFICANTLY IMPROVING THE
TURNAROUND TIMES AND EMPLOYEE
PRODUCTIVITY.

We had the foresight to read the direction of interest rates much
earlier than the rest, this allowed us to offer competitive rates for
term deposits enabling us to yield an early harvest.

Meanwhile, we grew our Loans and Receivables book up to
Rs.95.83 billion by the end of the year. While this is a clear
moderation from what we observed during the preceding
two years, it clearly reflects our responsiveness to regulator’s
calls for more restrained and cautious approach for credit
growth as well.

Significant growth in our loans came from retail, SME, housing
and credit cards which is in line with our retail focused growth
strategy.

When we stepped in to the year we realised the gold-backed
loans would become an area which could offer good prospects
while serving the financial needs of a particular segment of

our society. Hence, we swiftly allocated more of our resources,
improved processes and controls throughout our network of

82 branches to deploy the funds into these much needed
segments, particularly including fishing, agriculture and small
businesses.

Meanwhile, our card base gathered further momentum during
the year, recording an above average growth in the industry
both in terms of number of cards as well as the outstanding
balance. Being a late entrant, Pan Asia Bank now owns one of
the fastest growing card bases competing neck and neck with
even much older established players in the market. Our card
business value proposition is second to none and our efforts to
inculcate responsible personal finance at a time when unfettered
consumerism has become the mainstay, was embraced by the
public.

While growing our loan portfolio, we managed to maintain a
high credit quality and both our gross and net non-performing
advances ratio improved to 4.74% and 2.95% respectively.
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This not only reflects our effective recovery efforts but also the
underwriting standards and quality of our new loans.

Impairment for loans and other losses in 2016 also improved by
29.63% to Rs.528.11 million.

In 2016 our assets grew by 20.10% to Rs.129.45 billion. With this,
we have increased the size of your Bank by more than 2.75 times
during the last five years, which is significant by any measure.

Throughout the year we strived to strengthen our Balance Sheet
with liquidity, adequate enough to support our envisaged growth
along with the capital requirement enough to expand our risk
weighted assets as well as to provide a cushion in withstanding
shocks in times of stress.

We finished 2016 with a Tier | Core Capital Ratio of 8.37% and
Tier Il Total Capital Ratio of 11.40%.

While we are fully Basel Il compliant, we are also well aware of
the need to gradually increase these capital buffers in line with
the forthcoming Basel Il rules and are currently taking proactive
steps toward its compliance.

Our strong financial performance allowed us to further cushion
our capital buffers by way of re-investing the profits in the Bank,
laying a strong foundation for a robust future growth.

Funding our Growth

Due to challenging monetary conditions we have had
to continuously explore alternative funding sources at a
competitive cost to fund our asset growth.

As a result, in December we managed to secure USD 17.25
million, a 5-year funding line from Micro, Small & Medium
Enterprises Bonds S.A. a leading European fund specialised in
emerging markets and inclusive finance.

Net Non Performing Advances Ratio

2015

2014
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WE MANAGED TO SECURE USD 17.25
MILLION, A 5-YEAR FUNDING LINE FROM
MICRO, SMALL & MEDIUM ENTERPRISES
BONDS S.A. A LEADING EUROPEAN
FUND SPECIALISED IN EMERGING
MARKETS AND INCLUSIVE FINANCE.

This is the second instance your Bank secured a medium term
foreign funding line since we completed a USD 20 million green
facility from the Global Climate Partnership Fund in 2015.

Further, in January 2017 the shareholders approved a proposal
to raise over Rs.2.0 billion through a rights issue which will be
finalised during the first quarter of 2017 in line with the capital
augmentation plan agreed with the regulator.

Enhanced Efficiency

We continued to raise the bar for improved efficiency across all
levels of the Bank and this is why we continuously challenge our
costs and activities to cut the fat wherever it exists.

After a significant investment that we made in 2015 on a
state-of-the art core-banking system and the treasury system,
we continued to invest on workflow automation techniques to
further streamline processes.

We rationalised our staff and processes and re-deployed the
excess staff in to areas where their need was felt the most, thus
significantly improving the turnaround times and employee
productivity.

Branch expansion plans largely scaled down to give a
considerable space to improve the performance of some of
the existing branches which have been operating at sub-
optima level. However, we opened three new branches in
strategic locations and relocated two branches to offer higher
convenience to our clients.

Amid all these factors, total overheads showed an increase
while the Cost-to-Income ratio increased to 56.03% from 53.29%
mainly due to increased staff expenses as we revised staff pay
and benefits and increase in overhead costs due to inflationary
pressure and new/revision of taxes.

At a time when the industry margins are thinning, the
competition is becoming intense, and the requirement of
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regulatory capital rises, we strongly believe the higher efficiency
and productivity along with superior customer service are the
only means to drive our performance and stay ahead of the
league.

Our People, the Flag Bearers

We believe that steadfast relationships go a long way in
keeping our customers happy. We also believe that products
and technology may not always fulfill the promises we make
to our customers, but our people do. That is why we believe
that a more competent and a motivated workforce will help us
effectively deliver on our brand promise, ‘The Understanding
Bank'.

We have always believed that our staff is our most valued
asset and we strive to make them want to stay with us in the
long run. For this purpose we make every effort to provide
them with competitive remuneration, professional training and
development, leadership opportunities, other benefits, staff
engagement activities and work-life balance programmes.

While we carried out staff training throughout the year based on
a comprehensive training needs analysis, the high point during
the year was the deployment of 182 internal trainers to ensure
customer service aspects are deeply embedded in our network.

Further, as we are well aware of the dearth in talent in our
industry, we took proactive measures to build a talent pool and
plan for succession. The launch of the ‘Stargate’ internship
programme to provide meaningful banking related qualifications
through a tie up with the Institute of Bankers of Sri Lanka and
introduction of talent pool are a few such initiatives.

AT A TIME WHEN THE INDUSTRY
MARGINS ARE THINNING, THE
COMPETITION IS BECOMING INTENSE
BY THE DAY AND THE REQUIREMENT
OF REGULATORY CAPITAL RISES,

WE STRONGLY BELIEVE THE HIGHER
EFFICIENCY AND PRODUCTIVITY ALONG
WITH SUPERIOR CUSTOMER SERVICE
ARE THE ONLY MEANS TO DRIVE OUR
PERFORMANCE AND STAY AHEAD OF
THE LEAGUE.
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WE ALSO BELIEVE THAT PRODUCTS
AND TECHNOLOGY MAY NOT ALWAYS
FULFILL THE PROMISES WE MAKE TO
OUR CUSTOMERS, BUT OUR PEOPLE DO.

Ours is Responsible Banking

As a socially responsible corporate citizen, Pan Asia Bank
has always come forward in matters of national priority as we
strongly believe in our obligations towards our fellow citizens
and the environment around us.

The main theme of our Corporate Social Responsibility (CSR)
activities in 2016 has been empowering our next generation
through the power of knowledge. We initiated this project to
address the root cause for the skills gap that our country is
plagued with in marching towards a knowledge economy. Your
Bank therefore identified 36 underprivileged schools scattered
across the island and deployed staff in our branches to serve
those schools with books, computers and other necessities

in a meaningful way to fulfill their hunger for knowledge and
empower them to win tomorrow’s challenges.

Meanwhile, in 2016 Pan Asia Bank along with all its employees
joined with ‘Manusath Derana’ to contribute in monetary terms
and otherwise to our fellow citizens whose belongings and
livelihoods were affected by the worst floods seen in our country
in many decades.

On the sustainability front, we took steps to accelerate our
transition towards a lower carbon economy and reduce the
impact on climate change of all our activities. To this end, the
development of a comprehensive ‘Environmental & Social
Policy and Risk Management Procedures’ was a significant
achievement recorded during 2016.

Besides, we significantly reduced the use of paper in our day-to-
day activities by moving in to workflow automation and focused
our attention on energy saving technology for lighting our offices.

While these are amongst a few of the measures that we have
already taken, going forward we look to leverage technological
advancements and sustainable energy to further cut our carbon
footprint to become greener in the years to come.

Recognitions

Our business, financial and overall performance earned us both
local and global recognition in 2016.
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Your Bank became the overall winner for its excellent business
and financial results among all corporates in the country at the
2016 diet of the National Business Excellence Awards organised
by the National Chamber of Commerce of Sri Lanka. This can
be considered as the highest ever local recognition received by
Pan Asia Bank in its history. Besides this, we also received the
runner-up award in the Banking sector competing against many
larger and older players in the industry.

Meanwhile, the London based Global Banking and Finance
Review recognised us as ‘The Fastest Growing Commercial
Bank in Sri Lanka’ for the third consecutive time and our product
‘Daskam’ received the award for ‘the Most Innovative Banking
Product’.

These awards are a clear testament to our excellence in
performance and managing a good banking business. They
provide us with more vigour to understand your financial needs
and serve you better.

Looking to the Future

While we expect more challenges in the macro-economic
conditions in 2017 especially with tax structure changes

which are yet unclear, we remain confident and open to the
Government’s efforts in rebalancing the Sri Lankan economy to a
more open polity characterised with free trade and investments
led by the private sector and foreign investments.

We welcome the regulatory reforms, including the new Basel llI
rules and reforms to the Banking Act announced by the Central
Bank of Sri Lanka (CBSL) in its road map for the Banking sector
as we firmly believe that a well regulated financial system is the
bedrock of a stronger financial system in a country.

We are now moving to take on the third year of our three year
strategic plan and we are happy that the Bank has either
achieved or exceeded most of those targets that we set out in
our strategic plan.

WE WILL ALSO LOOK TO DIVERSIFY
OURSELVES TO OFFER THE WIDE-
RANGING FINANCIAL NEEDS WHEN OUR
FINANCIAL AND CAPITAL MARKETS
ACHIEVE MORE BREADTH AND DEPTH IN
TIME TO COME.
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WE TOOK STEPS TO ACCELERATE

OUR TRANSITION TOWARDS A LOWER
CARBON ECONOMY AND REDUCE THE
IMPACT ON CLIMATE CHANGE OF ALL
OUR ACTIVITIES. TO THIS END, THE
DEVELOPMENT OF A COMPREHENSIVE
‘ENVIRONMENTAL & SOCIAL POLICY AND
RISK MANAGEMENT PROCEDURES’ WAS
SIGNIFICANT ACHIEVEMENT RECORDED
DURING 2016.

Based on the strong platform that we have laid, we are now
about to embark on our next phase of the planning process to
design the future strategy for the next three years.

Our new strategic plan for 2018-2020 will map out a clear
direction for us to make faster and stronger progress in a

sustainable manner and thereby seek to make our mark in
markets where we see significant potential.

We would like to fill those gaps as we have always done in

the past while creating the financial inclusion among largely
overlooked segments in our society. This is our key priority as
a responsible Bank. To this end, we will continue to strengthen
our regional centers to become closer to people and SME
businesses in those areas, while allocating more of our
resources to serve them. With these steps, | am sure we will
be well positioned in the years to come to play an active role
in the Government’s plans to develop the remote areas with
industrial zones, which will ensure a more balanced contribution
to economic growth.

In this journey, we will balance out our channel growth between
brick-and-mortar branches and digital channels so that none will
be left out in our quest towards creating inclusive banking.

Our investments in staff and building a talent pool will ensure
that our staff is ready to serve those emerging financial needs
as well as to take the future leadership when the situation
demands.

We will also look to diversify ourselves to offer the wide-ranging

financial needs when our financial and capital markets achieve
more breadth and depth in time to come.
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Operational excellence is part of our DNA and is a key driver
in delivering value to our stakeholders. Therefore we will
continue to apply this excellence at every level of our Bank,
focusing on delivering better customer experience, minimising
risk, increasing efficiency and finally creating a sustainable
improvement of our banking business.

In Closing

This commentary would not be complete without commending
the leadership and hard work of our Board of Directors for their
knowledge, expertise and constant guidance which are integral
to Pan Asia Bank’s success.

We must also appreciate our shareholders who had the
confidence in us during our journey and placed their trust in us
which enabled us in generating such superior performance.

We wish to acknowledge the contribution from our former
Chairman, Mr. Nimal Perera, who retired of the Board after
serving his 9 year term and we also wish to express our
gratitude to the present Chairman, Mr. Eshana De Silva for
his valuable insights, the strategic direction and guidance in
steering the Bank forward.

We are also thankful to our ‘Team Pan Asia’ without whom this
success story could not have been a reality. You went out of your
way to understand and fulfill our customers’ needs, and to create
long lasting relationships, a quality which is second to none.

We must also offer our thanks to our customers for allowing us to
serve their financial needs and remaining with us through good
and challenging times. We are also grateful to our regulator for
their strong support and advice.

Thank you for giving us the opportunity to understand you

better and serve you best at all times, earning and nurturing
relationships which is integral for our future successes.

RSy

Lalith Jayakody
Acting Chief Executive Officer

)
]

Dimantha Seneviratne
Immediate Past Chief Executive Officer

Colombo, Sri Lanka

27



Management Information and Executive Reviews

Board of Directors

(D Eshana De Silva @ Harris Premaratne (® Mohan Abeynaike @ Tharana Thoradeniya
Chairman Deputy Chairman Senior Director Director

® A. A. Wijepala Jayaraja Chandrasekera @ Nihal Kekulawala ( Dimantha Seneviratne
Director Director Director Director/
Chief Executive Officer
(Resigned w.e.f. 31.12.2016)
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(® Dimuth Prasanna © Takashi Igarashi @ Toyohiko Murakami Sarath Rangamuwa
Director Director Director Director

@ Nayantha Fernando
Company Secretary/
Deputy General Manager
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Eshana De Silva
Chairman

Mr. Eshana De Silva joined the Board of Pan
Asia Bank in July, 2008, and was appointed as
Deputy Chairman in April, 2012 and as Chairman
in September, 2016. He is the Chairman of Esna
Holdings (Pvt) Ltd, Shermans Logistics (Pvt) Ltd,
Shermans Transport (Pvt) Ltd, Hanjin Shipping
Lanka (Pvt) Ltd and he is the Deputy Chairman
of Esna (Pvt) Ltd and Director at Esna Power
(Pvt) Ltd, Esna Exports (Pvt) Ltd., Sherman De
Silva & Co. (Pvt) Ltd, Sherman Sons (Pvt) Ltd,
Mc Marine (Pvt) Ltd, Esna Allied Enterprises (Pvt)
Ltd, Mountbatten Lands (Pvt) Ltd, Plumbago
Lanka (Pvt) Ltd, Esna International (Pvt) Ltd,
Esna Lubricants (Pvt) Ltd, Integrated Shipping
Agencies (Pvt) Ltd, Interocean Energy (Pvt)

Ltd, and is the Honorary Consul General for
Kazakhstan in Sri Lanka.

Harris Premaratne
Deputy Chairman

Mr. Premaratne was appointed to the Board
on19th January 2017 as a Director and as
Deputy Chairman on 25th January 2017.

Mr. Premaratne has over 40 years of banking
experience with commercial banks.

Mr. Premaratne is an Associate of the Chartered
Institute of Bankers of London. He served as
Senior Deputy General Manager of Commercial
Bank of Ceylon and was the Managing Director
of Sampath Bank PLC from 2009 to December
2011. He also served as the Managing Director
of Cargills Bank Ltd from 2012 to 2014. He

held the position of Chairman of Sri Lanka
Bankers Association. At present he is the Deputy
Chairman of Softlogic Finance PLC and serves
on the Boards of Softlogic Holdings PLC, Asiri
Hospitals Holdings PLC, Asiri Surgical Hospital
PLC, Central Hospital Ltd. and Softlogic
Capital PLC.
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Mohan Abeynaike
Senior Director

Mr. Mohan Abeynaike is a Fellow of the Institute
of Chartered Accountants of Sri Lanka. He was a
Director of Sampath Bank PLC from 1995 - 2011.

Mr. Abeynaike was President of the Institute
of Chartered Accountants of Sri Lanka and

a member of the Securities and Exchange
Commission of Sri Lanka. He has been the
Chairman/Director of several companies and
public sector organisations. Mr. Abeynaike is
currently Chairman of Asia Pacific Investments
(Pvt) Ltd and Deputy Chairman of Siyapatha
Finance PLC.

Tharana Thoradeniya
Director

Mr. Tharana Thoradeniya has over two decades of
senior management experience in multi- industry
scenarios. He is a Group Director of Royal
Ceramics Lanka PLC and CEQ/Director of
Rocell Bathware Ltd. He also sits on the Boards
of several other public quoted and privately
held companies in Sri Lanka, including Lanka
Ceramics PLC, Lanka Walltiles PLC, Lanka
Floortiles PLC, Hayleys Fibre PLC, Delmege (Pvt)
Ltd, Vallibel Plantation Management Ltd, Dipped
Products (Thailand) Ltd, Unidil Packaging (Pvt)
Ltd and Fentons Ltd amongst others. Tharana
has been credited as a proven business
innovator across industries. A marketer by
profession, Tharana was in the pioneering batch
of Chartered Marketers of the Chartered Institute
of Marketing (UK).
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Dimuth Prasanna
Director

Mr. Prasanna was appointed to Pan Asia Bank
as a Director in May 2012 and as the Deputy
Chairman in September 2016, upto 25th January
2017. He is the Chairman of Grandmark (Pvt)
Ltd. He is the Managing Director of Wise
Property Solutions (Pvt) Ltd and serves as a
Director on the Boards of Royal Ceramics Lanka
PLC, Royal Porcelain (Pvt) Ltd, Rocell Bathware
Ltd, Country Energy (Pvt) Ltd, La Fortresse (Pvt)
Ltd, Delmege Forsyth & Co. (Exports) (Pvt) Ltd,
Delmege Insurance Brokers (Pvt) Ltd, Rocell
Properties Ltd, Delmege Coir (Pvt) Ltd, Delship
Services (Pvt) Ltd, Delmege Freight Services
(Pvt) Ltd, Delmege Air Services (Pvt) Ltd, Lewis
Brown Air Services (Pvt) Ltd, Hayleys Global
Beverages (Pvt) Ltd and Lanka Tiles PLC. He
has wide experience in various businesses and
business management.

Takashi Igarashi
Director

A Japanese national, Mr. Igarashi is an
enterprising businessman specialising in the
re-structuring of unviable business, export of
vehicles and heavy machinery from Japan and
development of IT systems. He served as the
Chairman and Founder of ANZUK Legal Service
based in Wellington.

He is the Chairman of Ramboda Falls Hotels
PLC. He sits on the Boards of NWS Holdings
(Pvt) Ltd, NWS Management Services (Pvt) Ltd
and Prime Ocean Foods (Pvt) Ltd.
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Il Toyohiko Murakami

Director

Mr. Toyohiko Murakami is the Chief Executive of
Bansei Group, Japan. Mr. Murakami has over

32 years of experience in managing various
business fields consisting of Securities, Finance,
Insurance, Real Estate. Mr. Murakami has a
Bachelors Degree in Law from Kyoto University,
Japan. Mr. Murakami joined Bansei Securities
Co. Ltd. in November 2005 and was appointed
as the Executive Vice President in February 2006
and as President & CEO of the company in June
2009. He is also the Chairman of Bansei Hoken
(Insurance) Community Co. Ltd. which is a sister
company of Bansei Securities Co., Ltd. Formerly,
Mr. Murakami was with Zenkoku Hosho Co. Ltd.
from November 2005 - February 2006 and as a
Director of H.S. Securities Co. Ltd. from October
2000 to August 2005. He is the Deputy Chairman
of Bansei Royal Resorts Hikkaduwa PLC and
Chairman of Bansei Holdings LK (Pvt) Ltd,
Director of Bansei & NWS Consultancy (Pvt) Ltd,
Bansei Securities Finance (Pvt) Ltd and Vallibel
Finance PLC.
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Sarath Rangamuwa
Director

Mr. Rangamuwa is an experienced professional
in Management, Finance, credit and Marketing
with over 26 years of senior management
exposure having held key positions at strategic
and operational levels.

Mr. Rangamuwa is the Managing Director of
Vallibel Finance PLC since it's re-launch and
also serves as a Director of Hunnas Falls PLC
and Finance House Consortium (Pvt) Ltd. He is
a former Director of Mercantile Investments PLC
and also had stints at Central Finance and Ernst
& Young.

A Fellow of the Chartered Institute of Marketing
(UK), Mr. Rangamuwa is a member of the
Institute of Management Accountants of
(Australia) and has an MBA from the University of
Southern Queensland.

He is also a Fellow of the Sri Lanka Institute of
Credit Management and holds a Post Graduate
Diploma in Finance Administration from the
Institute of Chartered Accountants of Sri Lanka
and a certificate in Foundation studies (Sports)
from Unitec, New Zealand.

A. A. Wijepala
Director

Mr. Wijepala was the Commissioner General of
Inland Revenue Department during the period
2006 to 2008 and served as the Chairman of the
National Insurance Trust Fund from 2008 to 2010.

He started his career in 1970 at the Inland
Revenue Department and was instrumental

in opening five regional tax offices for the first
time when he was the Commissioner General of
Inland Revenue Department. He had organised
tax seminars in the country to improve the level
of tax compliance among the tax payers during
this period.
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He has participated in several programs in
Advanced Taxation in countries such as United
Kingdom, France, Italy, Japan, Germany, Korea
& Malaysia. He holds a Bachelors Degree in
Arts (2nd Class) of the University of Ceylon
Peradeniya.

Jayaraja Chandrasekera
Director

Mr. Chandrasekera is a banking professional
who held several responsible positions and was
a Senior Corporate Management Member of
the Hatton National Bank PLC during his career
spanning 35 years. He holds Membership in
the Association of Professional Bankers and
has undergone extensive training in banking,
leadership and management both locally and at
prestigious overseas institutions such as Mount
Elisa Business Faculty, Melbourne University,
Australia, National University of Singapore,
Lloyds Bank TSB, UK, Development Bank of
Philippines and AOTS, Japan.

Consequent to his retirement from Hatton
National Bank PLC, Mr. Chandrasekera is
engaged as a Director and Consultant to several
companies in the private sector.
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Nihal Kekulawala
Director

Having qualified as a Chartered Accountant

in the UK, Mr. Kekulawala joined the Banking
sector in Sri Lanka. He counts over thirty years
of results oriented financial management
experience in the Financial Services Industry.
He played a strategic role in the diversification
of Hatton National Bank PLC, from commercial
banking to investment banking, venture capital,
stock broking and life/general insurance. He
has held senior positions in the Hatton National
Bank (HNB) including Chief Financial Officer,
Senior Deputy General Manager - Strategy &
Compliance.

After retiring from HNB, Mr. Kekulawala shifted
his focus to consulting. Initially working in the
Pacific Region, he worked as the lead consultant
responsible for commencing commercial banking
operations in the Solomon Islands. Thereafter, he
functioned as the inaugural CEO of the Bank.

In addition to being a Fellow of the Institute of
Chartered Accountants in England & Wales,

he is also a Fellow of the Institute of Chartered
Accountants in Sri Lanka and a Fellow of the
Chartered Institute of Bankers in England. He
holds an MBA from the University of Manchester.

He has undergone extensive Management and
Leadership Development studies at Stanford
University in USA, Institute of Management

Development in Lausanne Switzerland, University

of Melbourne in Australia and Asian Institute

of Management in the Philippines. He is also a
Past President of the Association of Professional
Bankers Sri Lanka.

Dimantha Seneviratne
Director/Chief Executive Officer (Resigned
w.e.f. 31st December 2016)

Mr. Dimantha Seneviratne joined Pan Asia
Bank as Director/CEO on 1st March 2014. He
holds an MBA from the Postgraduate Institute
of Management (PIM) of University of Sri
Jayewardenepura and a BSc from the same
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University. He is a Fellow of the Institute of
Bankers, Sri Lanka (FIB) and a Post Graduate
Diploma Holder in Computer System Design
from the NIBM. He has successfully completed
Authentic Leadership Programme at the Harvard
Business School, Boston, USA.

A career Banker, Dimantha counts over 26 years’
experience in the Banking industry. He has spent
over 15 years with HSBC Group, holding Senior
Management positions with HSBC in Sri Lanka,
Thailand, Bangladesh and Saudi Arabia. Prior to
that he was with Sampath Bank and Overseas
Trust Bank. His last postings with HSBC were as
the Chief Risk Officer, Thailand (2011-2013) and
Chief Risk Officer Sri Lanka/Maldives (2008-
2011). He held the position of Chief Risk Officer
of HSBC Bangladesh in 2010. At HSBC, he was
responsible for driving credit growth, strategy
and governance in the respective geographies
as a member of the country leadership team.
His extensive experience spans over the areas
of Corporate Banking, Retail Banking and
Wealth Management, Credit Risk Management,
Operations and Market Risk, Internal Control,
Investment Banking and Finance. He is a Past
President of The Association of Professional
Bankers, Sri Lanka and currently serves as a
Director of Lanka Clear (Pvt) Ltd and the Credit
Information Bureau of Sri Lanka.

Nayantha Fernando
Company Secretary/Deputy General Manager

An Attorney-at-Law with over 25 years of
experience joined the Bank as the Company
Secretary in 1998 completing over 18 years in
the Bank as the Company Secretary.
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Dimantha Seneviratne
Director/Chief Executive Officer (up to 31st
December 2016)

Dimantha Seneviratne joined Pan Asia Bank as
Director/CEO on 1st March, 2014. He holds an MBA
from the Postgraduate Institute of Management (PIM)
of University of Sri Jayewardenepura and a BSc from
the same university. He is a Fellow of the Institute

of Bankers, Sri Lanka (FIB) and a Post Graduate
Diploma Holder in computer system design from

the NIBM. He has successfully completed Authentic
Leadership Programme at the Harvard Business
School, Boston, USA.

A career Banker, Dimantha counts over 26 years’
experience in the Banking industry. He has spent over
15 years with HSBC Group, holding Senior Management
positions with HSBC in Sri Lanka, Thailand, Bangladesh

and Saudi Arabia. Prior to that he was with Sampath Bank

and Overseas Trust Bank. His last postings with HSBC
were as the Chief Risk Officer, Thailand (2011-2013)
and Chief Risk Officer Sri Lanka/Maldives (2008-2011).
He held the position of the Chief Risk Officer of HSBC
Bangladesh in 2010. At HSBC, he was responsible for
driving credit growth, strategy and governance in the
respective geographies as a member of the country
leadership team. His extensive experience spans

over the areas of Corporate Banking, Retail Banking
and Wealth Management, Credit Risk Management,

Operations and Market Risk, Internal Controls, Investment

Banking and Finance. He is a Past President of the
Association of Professional Bankers, Sri Lanka and
currently serves as a Director of Lanka Clear (Pvt) Ltd
and the Credit Information Bureau of Sri Lanka.

Nimal Tillekeratne
Chief Executive Officer (w.e.f. 3rd April 2017)

Nimal Tillekeratne counts almost 40 years of service in
the Banking industry in Sri Lanka and overseas. He is
an associate member of Institute of Bankers, Sri Lanka
and a passed finalist of Executive Diploma in Business
Statistics from University of Moratuwa. He was the
former Senior Deputy General Manager of Sampath
Bank PLC and was also in the Board of Sampath
Information Technology Solutions Limited, a wholly
owned subsidiary of Sampath Bank. His exposure to
various disciplines in the Banking industry is quite wide
spread having headed Operations, Branch Credit,

Commercial Credit, Credit Card Business, Collections at

Sampath Bank and spearheading its branch expansion
initiatives adding 93 branches to its network in less
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than 3 years. In particular he was instrumental in
driving Sampath the Bank in the Northern and Eastern
provinces of the country in difficult times.

He was also involved in setting up business processes
at Cargills Bank for a short period and as the Senior
Deputy General Manager of Seylan Bank PLC
overseeing bank’s Core operations, Trade Services,
Remittances Business, Alternate Banking and self-
service channels, Process digitisation efforts, in addition
to setting up the Bank’s branch expansion ambitions on
course. He views process digitisation and automation
as the way forward for quality customer service, cost
control and growth in retail banking sphere.

Lalith Jayakody

Acting Chief Executive Officer (w.e.f. 1st January
2017)/Deputy General Manager - Chief Financial
Officer

Lalith Jayakody has more than 38 years experience
in managing finance functions in commercial banks
including Peoples Bank and Sampath Bank PLC. He
was the Finance Officer of Peoples Bank and has
also worked as the Senior Deputy General Manager
of Sampath Bank PLC and was also in the Board of
Sampath Center Limited.

He has excellent knowledge and skills in Auditing,
Strategic Planning, Asset and Liability Management,
Finance and Tax Operations coupled with strong
business acumen. He is a Passed Finalist of the Institute
of Chartered Accountants of Sri Lanka and the Institute
of Bankers of Sri Lanka. He has undergone extensive
Financial Management Studies at National University of
Singapore (NUS).

Kamoor Sourjah
Chief Operating Officer

Kamoor has over 24 years of banking experience with

3 foreign banks namely State Bank of India, Deutsche
Bank AG and Standard Chartered Bank. Prior to joining
Pan Asia Bank in 2008, he held the position of Director/
Head of Global Corporates at Standard Chartered Bank.
He is an Associate of the Institute of Bankers of Sri
Lanka (AIB), an Associate of the Association of Certified
Chartered Accountants (ACCA) of UK and a Member

of the Project Management Institute of USA with PMP
status. He is also a Member of the Chartered Institute for
Securities & Investment (CISI) UK and the Association of
Professional Bankers - Sri Lanka.
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S. Umakanthan Nayantha Fernando

Deputy General Manager Deputy General Manager - Company Secretary
Umakanthan is a versatile and pragmatic banker, counts An Attorney-at-Law with over 25 years of experience
over 34 years of experience in the Banking Industry joined the Bank as the Company Secretary in 1998

at Operational and Tactical Management to Strategic/ completing over 18 years in the Bank as the Company
Corporate Managerial levels. He served at HNB for Secretary.

15 years prior to joining Pan Asia Bank in 1998. He
holds an MSc in Management from the University of
Sri Jayewardenepura. He is a Fellow of the Institute
of Bankers, Sri Lanka and also holds a Postgraduate

Nalaka Wijayawardana
Deputy General Manager - Marketing and Card

Diploma in Assets and Liability Management from the Products o .
Post Graduate Institute of Management, University of Sri Nalaka is a marketing specialist with over 23 years
Jayewardenepura. experience in the Banking sector in Sri Lanka and

Canada. During his banking career, he has specialised
in areas such as Strategic Marketing Planning, Brand
Management, Corporate Image Building, Credit Card
Marketing and Business Banking Product Management.

Richie Dias
Deputy General Manager - Head of Treasury

Richie joined Pan Asia Bank from Barclays Bank, Dubai Prior to joining Pan Asia Bank, he held the position
where he held the position of Head of Treasury Middle of Product Manager for Cash Management Services
Office. He has also served Seylan Bank as Assistant at Canadian Imperial Bank of Commerce (CIBC) in
General Manager - International Financial Services and Toronto. He has also previously worked as a Senior
prior to that Grindlays Bank Limited as FX Dealer. He Marketing Officer at Sampath Bank PLC. He is a Fellow
has 36 years of banking experience and has developed of the Chartered Institute of Marketing (FCIM) UK.

skills among others, in Fundamental Principles of
market, Liquidity and Operational Risk Management
techniques. He holds a Post Graduate Executive
Diploma in Bank Management from the Institute of

Lalith Fernando
Deputy General Manager - Chief Risk Officer

Bankers, Sri Lanka and an MBA from University of Lalith Fernando counts over 28 years of experience
North West, USA. He is a Member of Association of in banking which includes over 6 years in Corporate
Professional Bankers - Sri Lanka. Management team of Bank of Ceylon. He holds a BSc

Degree in Statistics from the University of Peradeniya,
MSc in Management from the University of Sri

Naleen Edirisinghe Jayewardenepura and is a Fellow of the Institute of

Deputy General Manager - Retail and SME Bankers (FIB) Sri Lanka. Further, he has been admitted
Naleen counts over 30 years banking experience to the Designation of FRM by the Global Association of
in commercial banks including Commercial Bank of Risk Professionals, USA in 2012. Prior to joining

Ceylon and National Development Bank. He joined Pan Asia Bank, he served at Bank of Ceylon as the

Pan Asia Bank in 2000 and has extensive experience in Deputy General Manager/Chief Risk Officer for a period
Retail and SME Banking including Credit, Recoveries, of more than 3 years.

Project Financing and Branch Operations. He holds an
MSc in Management from the University of

Sri Jayewardenepura. He is also a Fellow of the Institute
of Bankers of Sri Lanka and a Fellow of the Certified
Professional Managers.
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Jeremy De Zilva
Assistant General Manager - Head of Internal Audit

Jeremy counts over 26 years of banking experience

in both local and foreign Banks. His previous work
experience includes Hong Kong and Shanghai Banking
Corporation, ABN AMRO and National Development
Bank. He is a veteran in banking operations and audit,
and holds an MBA from the University of Southern
Queensland Australia, a Post Graduate Executive
Diploma in Bank Management and Diploma in Banking
from the Institute of Bankers of Sri Lanka. He is a Fellow
of the Institute of Certified Professional Managers and
also a member of the Institute of Internal Auditors USA,
Chartered Institute for Securities & Investment UK,
Association of Business Executives UK and Institute

of Bankers of Sri Lanka. He is currently a committee
member of the Association of Professional Bankers -

Sri Lanka and Vice President of the Bankers’ Chief
Internal Auditors forum Sri Lanka.

Varuni Egodage
Assistant General Manager - Head of Legal

Varuni joined the Bank in 1998 and presently is the
Head of the Legal Department. She holds LL.B, MBA
and LL.M Degrees, all from the University of Colombo
and also holds a Post Attorney Diploma in Banking and
Insurance Law from the Sri Lanka Law College. She is
also an Attorney-at-Law.

1 3 Rohitha Amarapala
Assistant General Manager - Head of Human
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Resources

Rohitha has over two decades of experience in Human
Resource Management and Administrative functions in
Government, Blue Chip and Multinational Organisations
in Sri Lanka. He is a Fellow of both Institute of Personnel
Management of Sri Lanka and Chartered Management
Institute of United Kingdom. He holds an MBA from the
University of Western Sydney Australia and National
Diploma in Human Resource Management from IPM SL.
He is a Licensed Practitioner in Psychometric testing
systems adopted by Thomas International. He was
conferred the prestigious ‘Pride of HR Profession Award’
for his contribution to the HR profession at the World
HRD Congress held in Mumbai, India in 2010. He is
currently serving as the Immediate Past President, of
the Governing Council and Chairman of the International
Affairs Committee of IPM Sri Lanka, the premier HR
professional body in the country.
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Chandrika Ranawaka
Assistant General Manager - Head of Corporate
Banking

Chandrika counts over 22 years of banking experience
in both local and foreign Banks. He has experience in
all areas of Banking and is specialised in Corporate
Banking with over 10 years experience in credit analysis
and managing local as well as multinational global
relationships. Prior to joining Pan Asia Bank, he has
worked in Union National Bank - UAE, BNP Paribas - UAE
and DFCC Bank. He holds an MBA from the University
of Southern Queensland Australia and a Post Graduate
Diploma in Business and Finance from the Institute

of Chartered Accountants of Sri Lanka. He is also an
Associate of the Institute of Bankers of Sri Lanka and Sri
Lanka Institute of Credit Management.

Harsha Kurukulasuriya
Assistant General Manager - Operations and Credit
Administration

Harsha is a banker with proven track record of 28 years
experience including overseas in branch banking, bank
operations, credit evaluation, disbursement & follow-
up, Process Development & Re-engineering, customer
relationships, efficient management of resources, work
ethics and regulatory compliance, operational risk and
market risk etc. He joined Pan Asia Bank on 1st August,
2011 as a Senior Manager - Branch and served the
Bank in an exemplary manner. He holds an MBA from
the American University, USA and also an Associate of
the Institute of Bankers of Sri Lanka.
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Shiyan Perera
Assistant General Manager - Leasing and Retail
Asset Products

Shiyan joined Pan Asia Bank in 2010 as Head of
Leasing. He counts over 23 years of experience in both
Banking and Leasing including Nations Trust Bank
PLC, Mercantile Leasing Ltd and Lanka Orix Leasing
Company Ltd. He is specialised in Leasing and is an

Associate of Association of Professionals, United Kingdom.

Upali Dharmasiri
Assistant General Manager - Recoveries

Upali counts over 29 years of experience in banking
which includes over 12 years at Senior/Corporate
Management capacity. He holds Economic (Special)
Degree from the University of Sri Jayewardenepura

and successfully completed a Strategic Management
Programme at the National University of Singapore
(NUS). He is a Life Member of the Association of
Professional Bankers Sri Lanka. Prior to joining Pan Asia
Bank he served at Sampath Bank PLC as the Assistant
General Manager - Recoveries.

Aruna Rathugamage
Assistant General Manager - Chief Information
Officer

Aruna counts over 20 years of IT experience in banking
which includes over 11 years at Senior/Corporate
Management level. He holds a Masters Degree in
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Business Leadership (MBL) from University of South
Africa, a Bachelors Degree in Mathematics and
Statistics from University of Sri Jayewardenepura and
he has successfully completed Software Engineering
Certificate - Center of the International Cooperation
for Computerisation (CICC), Japan. He has also
completed a course leading to Masters Degree in
Computer Science at University of Colombo & Senior
Leadership Course at Standard Bank Centre for Global
Leadership. He is a professional member of the British
Computer Society (BCS). Prior to joining the Pan Asia
Bank, he served at Standard Bank - South Africa as a
Senior IT Consultant / Innovation Champion.

‘ Rohan Thambirajah
W Assistant General Manager - Branch Network and

SME

Rohan counts over 38 years of experience in banking
which includes over 6 years in Corporate Management
positions with the Hatton National Bank. Prior to joining
Pan Asia Bank, he served HNB as the Assistant
General Manager - Network Management covering their
network of 250+ branches clustered into 10 regions.
Apart from Branch/Area Management, he has a wealth
of hands-on expertise in Credit underwriting and
administration covering Retail, SME and Commercial
Banking sectors.
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10.

13.

16.

19.

22,

25.

28.

31.

Takura Abhayasinghe
Head of Business Banking and Branch
Sales

Sameera Senerath
Head of Central Sales

Rajitha Silva
Senior Manager - Administration

Udaya Thuduwewatta
Head of Margin Trading

Kapila Peiris
Senior Manager - Internal Audit

Javana Atukorala
Senior Manager - Compliance

Chrysanthus Peiris
Area Manager - Southern

Thushari Malalgoda
Senior Manager - Planning and Research

Sanjaya Weerasekera
Senior Manager - Credit Risk

Aravinda Rodrigo
Senior Manager - Corporate Banking

Yohan Ebell
Area Manager - Central
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14.

17.

20.

23.

26.

29.

32.

Nimal Ratnayake
Head of Branch Credit

Thilani Peiris
Head of Colombo South Area

Prakash Selvarajah
Senior Manager - Branch Operations

Thushara Suraweera
Senior Manager - Branch

Anuradha Gamage
Senior Manager - Branch

Milroy Perera
Area Manager - North Western and Central

Suranga Fernando
Senior Manager - Finance

Chamath Atukorale
Senior Manager - Treasury Middle Office

Harsha Samaranayake
Senior Manager - Branch Credit

Anushka Wimalasena
Senior Manager - Branch

Senaka Gooneratne
Area Manager - Bazaar

12,

15.

18.

21.

24.

27.

30.

33.
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Umaharan Jeganathan
Head of Consumer and Credit Cards
Credit

Anil De Silva
Senior Manager - Branch Credit

Jehan Perera
Senior Manager - Trade Operations

Pali Jayasekera
Senior Manager - Information Technology

Arun Beadle
Area Manager - North & East

Hiran Perera
Area Manager - Colombo North

Renuka Kurukulasuriya
Senior Manager - Branch

Renuka Premakumar
Senior Manager - Branch

Lourdette Wijeyanathan
Senior Manager - Corporate Banking

Rangith Rajendran
Senior Manager - Credit Risk

Chamila Abeysooriya
Senior Manager - Card and Personal Loan
Collections and Recoveries
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Management Discussion and Analysis

Macro Economic Review

The macro-economic context under which the Banking sector
operated in 2016 was extremely volatile and uncertain. Some
of the salient developments and their resulting impact on the

sector and the economy are as follows;

Beginning of the Tightening Cycle & Impact on Bank Credit

Having pursued an extremely easy monetary policy in 2015, the
authorities were forced to rein in the overheating of the economy
from the dawn of 2016, which resulted an easy bank credit

top of Rs.692 billion in the preceding year creating a macro-
economic instability.

This created a general cycle of boom in imports fueled by this
suchly earned bank credit over and above the deposits raised
creating an instability in the monetary sector and the Central
Bank of Sri Lanka (CBSL) having to defend the falling Rupee by
way of selling its foreign exchange reserves.

This was further exacerbated by the sell offs in the foreign
holdings of the government securities nearing a Balance of
Payment (BoP) trouble for the economy.

Hence, CBSL began the year 2016 by raising its statutory
reserves ratio for Banks by 150 basis points to 7.50%. This is
on top of the 70% Loan-to-Value (LTV) ratio imposed on vehicle
financing in December 2015.

Thereafter, CBSL raised its key policy rates i.e. Standing Lending
Facility Rate (SLFR) and the Standing Deposit Facility Rate (SDFR)
by 50 basis points each in February and July as preemptive

steps to rein in the inflation and the private sector credit growth
which was running too high. The key policy rates for Lending and
Deposits at the year end stood at 8.5% and 7.0% respectively.

Sri Lanka Government Securities Holding by Foreigners
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Source: Central Bank of Sri Lanka
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This pushed up both lending and the deposit rates in the
banking industry. The Average Weighted Prime Lending Rate
(AWPLR), the rate at which the prime customers borrow from
the banking sector rose by 400 basis points to 11.52% while
Average Weighted Fixed Deposit Rate (AWFDR) rose by 300
basis points to 10.46% during last 12 months.

These measures resulted in liquidity constraints in money
markets during most of the months and as a result there was
intense competition for mobilising customer deposits.

However quite puzzling was the fact that the growth in private
credit showing little response to these changes in the interest rates.

According to the latest data available, the private credit has
grown by as much as 21.60% in 2016. The total private sector
credit soared to Rs. 754 billion in 2016, the highest recorded so
far in a single year. However there is a general lag of monetary
policy transmission between 12 to 18 months.

Meanwhile, the headline inflation which peaked to 5.8% in July
cooled down to 4.5% by the end of the year, before heating up
again in January 2017.

Austerity Measures and the Spillovers

As result of the near Balance of Payment crisis and the
portrayed debt crisis, the government entered in to a 3 year
economic stabilisation programme with the International
Monetary Fund (IMF) which involves hosting of fiscal reforms,
mainly aimed at raising the State revenues, rationalisation of
State expenses, targeted social welfare payments and State
owned enterprise reforms.
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As a result the government had to resort to fiscal austerity
measures by way of higher taxes - both corporate and value
added tax, among other measures.

This took a toll on the people’s disposable income with a little
dent on the consumer demand which drove the demand for
private credit and the economic growth in 2016.

This was felt across the banking sector as the demand
for consumer credit moderated although the overall credit
increased at a higher pace.

Challenging External Sector

As result of the limited intervention in the foreign currency
markets to defend the rupee from excessive volatilities, the
CBSL lost just under USD 1.0 billion in its foreign exchange
reserves while still seeing a 3.9% weakening of the Rupee
against the Unites States Dollar in 2016. This is much lower than
the amount it lost in its reserves in 2015 of USD 2.1 billion and
9% depreciation in the Rupee.

During the latter part of 2016, the CBSL allowed more flexibility
in managing the currency - a positive policy measure which
will continue going forward as the CBSL indicated it was not
sensible to defend the Rupee through Dollar. Meanwhile the
export earnings also decelerated as a result of the global
commodity market slump while the imports rose.

This was exacerbated by the foreign outflows from the
government securities market. The net foreign outflow in year
2016 amounted to Rs.43.6 billion.

Meanwhile 2016 also was marred by weak foreign financing
flows as the latest data showed the direct foreign investments
being down by as much as 54% to USD 450 million. Long term
loan inflows to the government was also narrowed by 10.6% to
USD 5683.3 million during the 7 months to July 2016. Meanwhile
the outflows from foreign currency loans, securities and deposits
also surpassed USD 6.0 billion in 2016.

Further external pressure is expected in 2017 as well unless
strong foreign inflows materialise as expected but a positive
outlook on the major economies in the world led by the United
States could bode well for Sri Lankan exports.
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Private Sector Credit Growth
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Management Discussion and Analysis

Financial Review

Pan Asia Bank closed the financial year 2016 in style surpassing
the previous records. In fact the financial performance for the
year ended 31st December 2016 was so far the best it achieved
in its 21 year history.

This section will unravel these financial achievements in detail
which provide clear testament to the fact that we successfully
delivered our brand promise, ‘The Understanding Bank’.

Record Profit

Reaching yet another milestone in 2016, Pan Asia Bank made a
pre-tax profit of Rs.1.81 billion for the financial year ended
31st December 2016, recording a growth of 17.21%.

The profit for the year rose by a commendable 20.30%

to surpassing Rs.1.25 billion mark. This translated to an
Earnings per Share of Rs.4.24 as opposed to Rs.3.53 per
share a year ago.

The record profit in 2016 was possible amid extremely
challenging industry conditions due to proactive measures
taken by the bank in re-pricing the assets as a result of the early
diagnosis of the market conditions.

The successful performance was also a result of the bank’s
judicious re-calibration of asset and liabilities in to more
remunerative areas.

As a result, the bank was able to maintain the margins above
the industry average throughout the year albeit some pressure
mounting on the spread. The bank’s Net Interest Margin (NIM)
stood at 3.87%, above the industry average of 3.6%.

These strategies enabled the bank to off-set the impact of

the relatively slow growth in the bank’s loans and advances
portfolio which resulted from the monetary and fiscal tightening
measures aimed at curtailing private credit growth.

Pre-Tax and Post-Tax profit
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RoE, an Industry Outlier

The Return on Equity (RoE) which measures the return
generated towards the shareholders, a widely used
performance matrix in the banking industry stood at 19.97%,
above the industry average of 17.30%. Pan Asia Bank remains
among the few banks which have a RoE at around a 20% level.

Even though the forthcoming rights issue might dent the ratio in
2017, the deployment of additional capital will enable the bank
to expand its advances portfolio to record much higher earnings
leading to higher RoE in the medium term.

Core Banking Performance
Net Interest Income

The bank’s principle source of income, the Net Interest Income
(NII) rose by a modest 16.93% to Rs.4.63 billion.

This is despite the faster rise in interest expense over the rise
in the corresponding interest income. This is due to higher cost
of funds which had to be borne by the bank on account of the
rising deposit costs consequential to 150 bps hike in Statutory
Reserve Ratio in January 2016 followed by 100 bps upward
revision in policy rates for lending and borrowing.

This was a significant achievement at a time when the banking
sector margins were coming under pressure due to low interest
rates prevailed during most part of the year.

The interest income rose by 47.88% to Rs.13.37 billion while the
interest expense rose by 72.04% to Rs. 8.73 billion.

The NII constitute of slightly over 70% of the total operating
income of the bank.
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Non-Interest Income
Fee and Commission Income

Net fee and commission income delivered its role as a

crucial buffer to make up for the narrowing margins. This was

evidenced from a very strong growth recorded by the net fee

and commission income during 2016 albeit some areas under
the fees and commissions being challenged.

The total net fee and commission income rose by 35.74% to
Rs.1.11 billion. This was mainly supported by the credit related
commission income despite the growth in loans moderating
during the year.

The trade and remittance related commission income
however was adversely affected by the slowdown in import
and export trade in 2016, predominantly the fall in vehicle
imports. Vehicle imports slowed down significantly due

to both the 70% Loan- To-Value ratio imposed, higher duty
structure and the higher interest rates which turned away the
many likely customers who had a dream of their own vehicle.

Nevertheless the bank consciously diversified its trade income
portfolio by way of forging new relationships with clients with
diverse businesses and these efforts will continue in full steam in
a bid to have a well diversified trade portfolio in order to ensure
the bank could withstand cyclical volatilities in the future.
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Net Trading Gains and Other Operating Income

The Bank’s Net Trading Gains consisting of realised and unrealised
gains from government securities, unit trusts, equities and financial
derivatives saw its net gains falling by a moderate 9.50% to

Rs. 275.10 million in 2016 from Rs. 303.96 million a year ago.

This is mainly due to the losses from the government securities

portfolio in response to the rise in yields of the treasury bills
and bonds in 2016. The total trading gains from government
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securities dropped to Rs. 81.55 million in 2016 from Rs.143.09
million in 2015. However, the gains from units and equities
increased by 69.94% to Rs. Rs.105.59 million in 2016 as a result
of increased investments.

Other operating income show a sharp drop of over 40% in 2016
predominantly due to the steeper fall in the foreign exchange gains.

The total non interest income consisting of net fee and
commission income, net trading income and other operating
income grew marginally from Rs.1.67 billion to Rs.1.71 billion in
2016.

Provisions for Loan Losses

Meanwhile the provisions made for possible loan losses
markedly decreased in 2016 as provisions on individually
significant customers declined significantly.

Individual impairment charge declined to Rs. 482.27 million from
Rs. 761.01 million in 2015 as there were recoveries from some of
the hardcore non-performing customers.

As a result the total impairment charge fell to Rs. 528.11 million
from Rs. 750.53 million last year.

Meanwhile on a further positive note, the bank’s asset quality
continued to improve with both its gross and net non-performing
loan ratios markedly falling.

The gross non-performing loan ratio improved to 4.74% from
4.84% a year ago and the net non-performing loan ratio too
followed suit by falling to 2.95% from 3.26% a year ago. This is
mainly due to the rigorous recovery efforts deployed throughout
the year with a strong leadership and the underwriting
standards.

Operational Efficiency

The total operating expenses rose sharply by 18.24% to

Rs. 3.52 billion in 2016 predominantly due to increase in staff
related expenses and other overhead expenses due to impact
of tax hikes and inflationary pressures. As a result, the cost to
income ratio, the key efficiency matrix in the banking sector
deteriorated to 56.03% in 2016.

The personnel expenses rose by 16% to Rs.1.61 billion as a
result of annual salary increments/revisions and increased
investment on training and development. Meanwhile the other
operating expenses rose by 20% to Rs.1.91 billion due to higher
premises, administration and business promotional expenses.

Meanwhile during 2016 the bank engaged in some business
process re-engineering and staff rationalisation activities
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PAN ASIA BANK GREW ITS ASSET BASE

BY OVER 2.75 FOLDS OR RS. 82.45 BILLION
DURING THE LAST FIVE YEARS
DEMONSTRATING THE FASTER GROWTH
TRAJECTORY IT IS BEING PURSUED IN
THE RECENT TIMES.

to improve efficiency and productivity of the staff after the
implementation of the new core-banking system in 2015. Hence
the staff rationalisation programme saw to some of the less

value adding functions/departments being discontinued and
re-deploying those staff across where the staff is required. This
exercise also helped the bank to source human resources from
within than looking elsewhere to fill in the internal vacancies saving
much of the cost.

Furthermore the bank undertook several workflow automation
projects seeking full automation of some of the identified
processes. These projects will continue unabated gradually
eliminating the slack in those processes by replacing them with
technology.

Meanwhile in extending the bank’s network of branches, the

bank took a conscious decision to strike a balance between high
capital incentive brick-and-mortar branches and digital channels.
This made possible for the bank to push the existing branches for
higher performance while penetrating the market via the emerging
digital channels which has been both cost-effective and well
targeted. These multi-pronged tactics enabled the bank to keep a
close tab on its expenses during the last three years albeit a pick-
up shown in 2016.
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Effective Tax Rate Unchanged Despite Rate Hikes

Value Added and Nation Building Taxes on Financial Services
increased by 33.55% during the year mainly driven by the
increase in operating profits coupled with the hike in the VAT
rate applicable for over 4 month period in 2016. As a result,
VAT and NBT on financial services charge of the Bank rose

to Rs. 4883.26 million. The Sri Lankan banking sector is now
saddled with probably the highest effective tax rate by any
industry.

Meanwhile the bank’s total effective tax remained at 45% level
in 2016 due to effective tax planning strategies adopted by the
bank despite the tax rate hike for VAT on Financial Services.

Financial Position

Despite the slowdown in the growth in loans and advances
during 2016, the bank managed to expand its asset base by
commendable 20.10% bringing the total asset base up just
under Rs.130 billion.

In effect, Pan Asia Bank grew its asset base by over 2.75 folds
or Rs. 82.45 billion during the last five years demonstrating the
faster growth trajectory it is being pursued in the recent times.

This is whilst maintaining a better asset quality which has been
improving year by year. What is also noteworthy in this journey is
the fact that the bank diversified its composition of the assets and
liabilities in the balance sheet. This was done by way of tapping
in to non-traditional funding sources going beyond the traditional
vanilla flavoured deposits which in turn was distributed across

a well diversified lending mix across Retail, Small and Medium
Enterprises and large and midsized Corporates.

Further the bank raised mid-term foreign funding amounting to
USD 17.25 million from Micro, Small and Medium Enterprises
Bonds S.A., a European fund specialised in emerging markets
and inclusive finance in 2016.

Modest Loans and Receivables Growth

In response to the monetary and fiscal tightening measures
taken by the authorities throughout 2016, the bank’s loans and
receivables growth moderated to 14% level. However, the loans
and receivables growth in 2016 was a sharp decline from 36%
growth recorded during 2015 under credit conducive policies in
the economy.

What is noteworthy, during 2016 was, the fact that the re-calibration
of the portfolio towards high yielding assets in a bid to withstand
the margin pressure stemming from the rising cost of deposits.
Therefore, the year saw the growth in credit cards, gold-backed
loans, consumer loans and SME loans above the rest of the
portfolios in the mix.
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THIS WAS DONE BY WAY OF TAPPING
IN TO NON-TRADITIONAL FUNDING
SOURCES GOING BEYOND THE
TRADITIONAL VANILLA FLAVOURED
DEPOSITS WHICH IN TURN WAS
DISTRIBUTED ACROSS A WELL
DIVERSIFIED LENDING MIX ACROSS
RETAIL, SMALL AND MEDIUM
ENTERPRISES AND LARGE AND
MIDSIZED CORPORATES.

Meanwhile the bank forged new corporate relationships mainly
with trade finance business as a way to increase both corporate
and trade business with a view to increase fee based incomes.

Customer Deposits

Despite the intense competition seen throughout the year, the
bank managed to increase its deposit base by almost 18% to
Rs. 91.46 billion.

However the cost of deposits went up significantly because of
the high cost medium term deposits rose much faster while the
low cost, Current and Savings Accounts (CASA) took a dip.

Numbers Talk

Further the Net Assets Value per Share rose to Rs. 23.29 from
Rs.19.57 a year ago.

CASA vs Non CASA Deposits
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Shareholder Funds, Capital Adequacy & Liquidity

The total shareholder funds rose by 19.03% to Rs. 6.87 billion
from Rs. 5.77 billion a year ago.
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The Bank’s capital adequacy levels remained at healthier levels
above the regulatory minimum level albeit the Tier Il capital
coming under pressure.

During the year the Tier | Capital Adequacy Ratio (CAR)
improved to 8.37% from 7.82% a year ago due to relatively slow
asset growth compared to the strong internal capital generation
during the period under review.

Meanwhile the bank is also in the process of raising equity
over Rs. 2.0 billion via a rights issue which will issue one new
ordinary share for every two existing ordinary shares held. With
the rights issue proceeds being received during the 1Q'17, the
Bank will not only see its Tier | CAR further increasing but also
will be in line with the capital augmentation plan approved by
the Monetary Board of CBSL.

However, the Bank’s total capital adequacy weakened slightly to
11.40% from 12.30% last year due to the periodic discounting
of the outstanding subordinated debts issued earlier. Further
the bank also did not make any new subordinated debt issues
during the year if otherwise would have increased the total
capital.

Meanwhile the bank is also acting proactively to stay in line
with the additional capital buffers that are required under the
new Basel lll accord which will come in to full effect from 2019
onwards.
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Meanwhile the bank’s statutory liquidity requirements remained
above the minimum stipulated levels during the year albeit
coming under pressure. However, timely measures taken in
mobilising the deposits and raising debt funding ensured the
bank stays rich with liquidity.

The Statutory Liquid Asset Ratio of the Bank at the year end
for Domestic Banking Unit and Off Shore Banking Unit stood at
28.03% and 38.82% respectively.

The Bank also assessed for Liquidity Coverage under Basel Il
requirements as at the year end, our ratios are well above the
minimum regulatory requirements.
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Management Discussion and Analysis

Future Outlook

The following section analyses how the macro-economic
conditions could turn out affecting the banking sector and the
economy as a whole during 2017.

This section will provide important insights on the crucial
developments that are unraveling in the Sri Lankan economy for
anyone who closely analyses the Sri Lankan banking industry
and frame an informed opinion and also to make investment
decisions.

Subdued Credit Growth

It is widely expected that the private credit growth to slow down
in 2017 in response to the monetary tightening measures that
were already taken during 2016 as there’s a general monetary
policy lag between 12 to 18 months in filtering through to the
real economy.

However, a steeper decline in demand for credit is not expected
due to reasons that will be analysed below. Nonetheless what is
largely expected is that the growth in private credit to descend
towards around 12% to 15% from the current level of over 20%.

In 2016, private credit growth showed little response to

the Central Bank of Sri Lanka (CBSL) monetary tightening
measures by way of higher statutory reserves ratio and 100
basis point cut in rates. The private credit reached an all time
high of Rs. 754 billion in 2016 irrespective of these measures.
However it is expected with the lagged effect coming in to play
from 2017 onwards coupled with higher Loan-to-Value ratio on
vehicles could raise both short and long term rates and as a
result the demand for credit could become milder.

Further, the monetary tightening in view of continued foreign
outflows from the government securities market and the higher
inflation already reported under the revised base year also can
not be ruled out. According to the CBSL data, foreigners have
sold USD 177 million or Rs. 26.6 billion worth of government
securities during January 2017 alone.

Meanwhile the core inflation, the underline inflation in an economy
reached a multi year high of 7% in January 2017.

Consumer Credit to Support Banks’ Loan Book

Despite the lackluster demand for private credit that could
prevail in 2017, it is doubtful the consumption credit would
show much respite to the higher rates and toughened credit
conditions even during 2017. Hence, the demand of credit for
consumption could still fuel the demand for bank credit and
thereby their loan book growth.

This is predominantly because of the emerging diversified

financial requirements of the aspirational middle income class
in Sri Lanka who are generally less sensitive towards rates.
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Also they see more utility in present consumption even through
borrowed money than saving a considerable chunk for the
future.

Further, now that this segment has got used to a lifestyle which
they hardly can adjust towards a more economical and frugal
type of living, they are forced to continue in their spending
irrespective of the economic cycles, unless it is recession.

This has further exacerbated by the unfettered consumerism by
this generation and to fulfil these needs, they have nothing but
to resort to borrowed money irrespective of the interest rate.

Therefore, it is expected the consumption demand to be
continued unabated and thereby the demand for consumption
related credit, particularly in areas such as credit cards and
personal loans.

Gold-Backed Lending, is another area which shows much
potential this year as this is the easiest form of access to credit
by mostly the farmers, fishing communities, small business
owners and others in managing their working capital cycles
when faced with tougher economic conditions.

Therefore, it is anticipated some growth in credit cards, gold-
backed loans and personal loans albeit at a lesser degree to
drive up the demand for bank credit even during 2017.

Macro-Prudential Limits on Credit Growth

It also cannot be ruled out some macro-prudential limits on
select sectors by way of Loan-to-Value ratios unless the private
credit growth decelerated to a desired level by the CBSL.

The CBSL already slapped similar controls on the vehicle
financing industry, which is welcoming move to safeguard the
country from a lot of socio-economic issues that are already
seen. Therefore, unless the credit conditions cooled down as
expected, similar macro-prudential limits on other sectors such
as housing etc. cannot be completely ruled out as a temporary
measure to avoid possible asset bubbles as preemptive
measures by the Monetary Board of CBSL.

Directed Lending Could Hurt Asset Quality, Margins

The directed lending to priority sectors by the government