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ORDINARY NON-VOTING SHARES THROUGH AN INTRODUCTION 

 

 

 
 

 

Related Party Transactions 

 

We hereby declare that Acuity Partners (Private) Limited who acts as the Financial Advisor and Manager to the Offer and 

HNB Finance Limited are related parties and have common Directors on the said entities’ Boards. Nevertheless, there is 

no conflict of interest arising between the said parties as all transactions are carried out at arm’s length. 
 

The delivery of this Prospectus and Introductory Document shall not under any circumstance constitute a representation 

or create any implication or suggestion that there has been no material change in the affairs of the Company since the 

date of this Prospectus and Introductory Document. However, if there are any material changes in the affairs of the 

Company from the date of this Prospectus and Introductory Document, till the Company’s Shares are listed; such material 

changes will be duly disclosed. 

 

If you are in doubt regarding the contents of this document or if you require any advice in this regard, you should consult 

your Stockbroker, Bank Manager, Lawyer or any other professional advisor. 

 

This Prospectus and Introductory Document is dated January 30, 2020

All resident Applicants should indicate in the Application for Shares, their NIC number or the company registration 
number as the case may be, the passport number may be indicated only if the Applicant does not have an NIC 
number.  
 
As per the Directive of the Securities and Exchange Commission made under Circular No. 08/2010 dated November 
22, 2010 and Circular No. 13/2010 issued by the Central Depository System (Private) Limited (CDS) dated November 
30, 2010, all Shares transferred must be directly uploaded to the CDS accounts. As such, all Applicants should indicate 
their CDS account number in the Application Form. Applicants who do not have a CDS account are advised to open a 
valid CDS account prior to submitting the Application, in order to facilitate the uploading of transferred Shares to 
their CDS account. 
 
Please note that upon the transfer of Shares under this Offer, the transferred Shares would be credited to the 
Applicant’s CDS account so indicated. Please note that SHARE CERTIFICATES WILL NOT BE ISSUED. 
 
In instances where there is a discrepancy between the CDS account details provided in the Application Form and 
records held by CDS, the information held in the CDS account will take precedence in order to mitigate risk of 
transferring shares to an incorrect party. 
 
Any Application which does not carry a valid CDS account number or indicates a number of a CDS account which is 
not opened at the time of the closure of the subscription list or which indicates an inaccurate/incorrect CDS account 
number, shall be rejected and no transfer will be made.  
 
You can open a CDS account through any member/trading member of the Colombo Stock Exchange (CSE) as set out 
in Annex E or through any Custodian Banks as set out in Annex F of this Prospectus and Introductory Document. 



 

The Colombo Stock Exchange (“CSE”) has taken reasonable care to ensure full and fair disclosure of the 

information in this Prospectus and Introductory Document. However, the CSE assumes no responsibility 

for the accuracy of the statements made, opinions expressed, or reports included in the Prospectus and 

Introductory Document. Moreover, the CSE does not regulate the pricing of the shares, which is decided 

solely by the Company/Issuer. 

 

 

This Prospectus and Introductory Document has been prepared from information provided by HNB Finance 

Limited (hereinafter referred to as “HNB Finance”, “HNBF” or “Company”) and its Directors and/or from 

publicly available sources. The Company and its Directors having made all reasonable inquiries, confirm that 

to the best of their knowledge and belief, the information contained herein is true and correct in all material 

respects and that there are no other material facts, the omission of which would make any statement herein 

misleading.  

 

Where representations regarding the future performance of the Company have been given in this 

Prospectus and Introductory Document, such representations have been made after due and careful 

enquiry of the information available to the Company and making assumptions that are considered to be 

reasonable at the present point in time in their best judgment.  

 

The Company accepts responsibility for the information contained in this Prospectus and Introductory 

Document. While the Company has taken reasonable care to ensure full and fair disclosure of information, 

prospective applicants are advised to carefully read this Prospectus and Introductory Document and rely 

on their own examination and assessment of the Company including the risks involved prior to making any 

investment decision.  

 

No person is authorized to give any information or make any representation not contained in this 

Prospectus and Introductory Document and if given or made, any such information or representation must 

not be relied upon as having been authorized by the Company.  

 

A waiver has been granted by the CSE through their letter dated November 18, 2019 on the CSE Listing Rule 

2.5 (d) & (e) i. e. copies  of the Introductory Document shall be made available to the member firms and 

trading members of the CSE within twenty (20) market days of receiving approval from the CSE and the 

entity shall submit to the CSE a ‘Declaration’ as set out in Appendix 2D of the Listing Rules on the market 

day immediately following the day on which the Introductory Document was made available to the member 

firms and trading members of the CSE. The said waiver was granted by the CSE after considering the fact 

that the applicant entity is seeking approvals from the CSE for an Initial Public Offering of its Ordinary Voting 

Shares and for an Introduction of its Ordinary Non-Voting Shares simultaneously via a single document i.e. 

“Prospectus and Introductory Document”. Furthermore, the Company shall comply with the timelines set 

out under Rule 2.4 of the CSE Listing Rules. 

 

  



 

REGISTRATION OF THE PROSPECTUS AND INTRODUCTORY DOCUMENT 

 

A copy of this Prospectus and Introductory Document has been delivered to the Registrar General of 

Companies in Sri Lanka for registration in accordance with the provisions contained in the Companies Act 

No. 07 of 2007.  

 

The following documents were also attached to the copy of the Prospectus and Introductory Document 

delivered to the Registrar General of Companies.  

 

▪ The written consent of the Financial Advisor and Manager to the Offer and Listing through 

Introduction 

The Financial Advisor and Manager to the Offer and Listing through Introduction have given and have 

not before the delivery of a copy of the Prospectus and Introductory Document for registration 

withdrawn their written consent for the inclusion of their name as Manager to the Offer and Listing 

through Introduction and for the inclusion of their statements/declarations in the form in which it is 

included in the Prospectus and Introductory Document. 

 

▪ The written consent of the Registrars to the Offer and Listing through Introduction 

The Registrars to the Offer and Listing through Introduction have given and have not before the 

delivery of a copy of the Prospectus and Introductory Document for registration withdrawn their 

written consent for the inclusion of their name as Registrars to the Offer and Listing through 

Introduction in the Prospectus and Introductory Document. 

 

▪ The written consent of the Company Secretary  

The Company Secretary has given and have not before the delivery of a copy of the Prospectus and 

Introductory Document for registration withdrawn their written consent for the inclusion of their 

name as Company Secretary in the Prospectus and Introductory Document. 

 

▪ The written consent of the Auditors and Reporting Accountants to the Company 

The Auditors and Reporting Accountants to the Company have given and have not before the delivery 

of a copy of the Prospectus and Introductory Document for registration withdrawn their written 

consent for the inclusion of their name as Auditors and Reporting Accountants to the Company and 

for the inclusion of their report/statements in the form and context in which it is included in the 

Prospectus and Introductory Document.  

 

▪ The written consent of the Lawyers to the Offer and Listing through Introduction 

The Lawyers to the Offer and Listing through Introduction have given and have not before the delivery 

of a copy of the Prospectus and Introductory Document for registration withdrawn their written 

consent for the inclusion of their name as Lawyers to the Offer and Listing through Introduction in the 

Prospectus and Introductory Document.  

 

▪ The written consent of the Bankers to the Offer 

The Bankers to the Offer have given and have not before the delivery of a copy of the Prospectus and 

Introductory Document for registration withdrawn their written consent for the inclusion of their 

names as Bankers to the Offer in the Prospectus and Introductory Document.  

 



 

▪ The written consent of the Independent Valuers to the Offer and Listing through Introduction 

The Independent Valuers to the Offer and Listing through Introduction have given and have not before 
the delivery of a copy of the Prospectus and Introductory Document for registration withdrawn their 
written consent for the inclusion of their name as the Independent Valuers to the Offer and Listing 
through Introduction in the Prospectus and Introductory Document. 
 

▪ A declaration made by each of the Directors of the Company in terms of the Companies Act No. 07 of 

2007 confirming that each of them have read the provisions of the Companies Act and the CSE Listing 

Rules relating to the issue of the Prospectus and Introductory Document and that those provisions 

have been complied with.  

 

Registration of the Prospectus and Introductory Document in Jurisdictions Outside of Sri Lanka 

 

This Prospectus and Introductory Document has not been registered with any authority outside of Sri 

Lanka. Non-resident applicants may be affected by the laws of the jurisdictions of their residence. Such 

applicants are responsible for complying with the laws relevant to the country of residence and the laws 

of Sri Lanka, when making the investment. 

 

Representation 

 

No person is authorized to give any information or make any representation not contained in this 

Prospectus and Introductory Document and if given or made, any such information or representation must 

not be relied upon as having been authorized by the Company. 

 

Forward Looking Statements 

 

Any statements included in this Prospectus and Introductory Document that are not statements of 

historical fact constitute “Forward Looking Statements”. These can be identified by the use of forward-

looking terms such as “expect”, “anticipate”, “intend”, “may”, “plan to”, “believe”, “could” and other 

similar terms or variations of such terms. However, these words are not the exclusive means of identifying 

Forward Looking Statements. As such, all statements pertaining to expected financial position, business 

strategy, plans and prospects of the Company are classified as Forward-Looking Statements. 

 

Such Forward Looking Statements involve known and unknown risks, uncertainties and other factors 

including but not limited to regulatory changes in the sectors in which the Company operates and its ability 

to respond to them, the Company’s ability to successfully adapt to technological changes, exposure to 

market risks, general economic and fiscal policies of Sri Lanka, inflationary pressures, the performance of 

financial markets both globally and locally, changes in domestic and foreign laws, regulation of taxes and 

changes in competition in the industry; and further uncertainties that may or may not be in the control of 

the Company.  

 

Such factors may cause actual results, performance and achievements to materially differ from any future 

results; and changes to performance or achievements expressed or implied by Forward Looking 

Statements contained herein. Forward Looking Statements are also based on numerous assumptions 

regarding the Company’s present and future business strategies and the environment in which the 

Company will operate in the future. 



 

 

Given the risks and uncertainties that may cause the Company’s actual future results, performance or 

achievements to materially differ from that expected, expressed or implied by Forward Looking 

Statements in this Prospectus and Introductory Document, applicants are advised not to place sole reliance 

on such statements. 

 

Investment Considerations 

 

It is important that this Prospectus and Introductory Document is read carefully prior to making an 

investment decision. For information concerning certain risk factors, which should be considered by 

prospective applicants, see “Investment Considerations and Associated Risk Factors” in Section 11 of this 

Prospectus and Introductory Document. 

 

Presentation of Currency Information and Other Numerical Data 

 

The financial statements of the Company and currency values of economic data or industry data in a local 

context will be expressed in Sri Lanka Rupees. References in the Prospectus and Introductory Document 

to “LKR”, “Rupees”, and “Rs.” are references to the lawful currency of Sri Lanka. Reference to “USD” is 

with reference to United States Dollars, the official currency of the United States of America.  

 

Certain numerical figures in the Prospectus and Introductory Document have been subject to rounding 

adjustments; accordingly, numerical figures shown as totals in certain tables may not be an arithmetic 

aggregation of the figures that precede them. 

 

Presentation of Macroeconomic and Industry Data 

 

Economic and industry data used throughout this Prospectus and Introductory Document are derived from 

the Central Bank of Sri Lanka and various other industry data sources, which the Company believes to be 

reliable, but the accuracy and completeness of that information is not guaranteed. Similarly, industry 

surveys and other publications, while believed to be reliable, have not been independently verified and 

neither the Company nor the Managers to the Offer make any representation as to the accuracy of such 

information. 
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SALIENT FEATURES OF THE OFFER FOR SALE AT A GLANCE 

 

Company HNB Finance Limited 

Number and Type of Securities to be 

Offered 

10,000,000 existing Ordinary Voting Shares of the Company  

 

Share Offer Price LKR 5.70 per Ordinary Voting Share 

Selling Shareholder 

Prime Lands (Private) Limited holds 562,391, 533 Ordinary Voting 

Shares of the Company as at the date of this Prospectus and 

Introductory Document (January 30, 2020) which represents 39.57% 

of the total Ordinary Voting Shares of the Company 

 

Refer Section 3.2 of this Prospectus and Introductory Document for 

further details on the Selling Shareholder 

Minimum Subscription per Application 

Minimum subscription per Application is 1,000 Shares (LKR 5,700). 

Applications exceeding the minimum subscription should be in 

multiples of 100 Shares 

 

Each successful Application shall receive the minimum subscription 

Offer Opening Date February 17, 2020 

Offer Closing Date 

March 06, 2020 or such earlier date on which the Offer of 

10,000,000 Existing Ordinary Voting Shares is oversubscribed 

 

Refer Section 3.11 of this Prospectus and Introductory Document for 

further details on the Closure Date 

Consideration to be Received by the 

Selling Shareholders through the Offer 

for Sale 

LKR 57,000,000.00 

Basis of Transfer 
As described in Section 4.7 of this Prospectus and Introductory 

Document 

CSE Listing  
To be listed on the Diri Savi Board of the CSE subject to compliance 

with the CSE Listing Rules and SEC Directives (as applicable) 
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SALIENT FEATURES OF THE LISTING THROUGH INTRODUCTION AT A GLANCE 

 

Company HNB Finance Limited 

Number and Type of Securities to be 

Listed through Introduction 
Listing of 298,200,000 Ordinary Non-Voting Shares of the Company  

Reference Price LKR 4.20 per Ordinary Non-Voting Share 
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DEFINITIONS/INTERPRETATIONS 

 

The following definitions/interpretations apply throughout this Prospectus and Introductory Document, unless the 

context otherwise requires: 

 

“Applicant/s” Any person who submits an Application Form under this Prospectus 

and Introductory Document 

“Application Form”, “Application” The Application Form that constitutes part of this Prospectus and 

Introductory Document through which Applicants may apply for the 

Shares on Offer 

“Articles of Association” Articles of Association of HNB Finance Limited 

“Auditors and Reporting Accountants 

to the Company” 

Ernst & Young  

“AWPLR” Last quoted Average Weighted Prime Lending Rate published by the 

Central Bank of Sri Lanka 

“Bn” Billion 

“CAGR” Compounded Annual Growth Rate 

“CAR” Capital Adequacy Ratio 

“CBSL” Central Bank of Sri Lanka 

“CDS” Central Depository Systems (Private) Limited 

“Companies Act” Companies Act No. 07 of 2007 

“CSE” Colombo Stock Exchange 

“Directors” The Directors for the time being of the Company, unless otherwise 

stated 

“EPS” Earnings Per Share 

“ESC” Economic Service Charge 

“Float Adjusted Market Capitalisation” Public holding percentage of the Company multiplied by the market 

capitalization of the Company 

“FY” Financial Year 

“GDP” Gross Domestic Product 

“Introduction” The listing of Two Hundred and Ninety Eight Million Two Hundred 

Thousand (298,200,000) of Existing Ordinary Non-Voting Shares of 

the Company on the CSE without the requirement of an Initial Public 

Offering 

“IMF” International Monetary Fund 

“IPO” Initial Public Offering through an Offer for Sale of Ten Million 

(10,000,000) existing Ordinary Voting Shares of the Company at LKR 

5.70 per share 

“KMP” Key Management Personnel 

“Offering”, “Offer”, “Offer for Sale” An invitation to the public by the Company to subscribe to the Initial 

Public Offering through an Offer for Sale of Ten Million (10,000,000) 

Ordinary Voting Shares to be offered at a Share Offer Price of LKR 5.70 

per share by the Selling Shareholder 

“Offer Closing Date”, “Closure Date” The date of closure of the subscription list as set out in Section 3.11 

of this Prospectus and Introductory Document 
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“LCB” Licensed Commercial Bank 

“LSB” Licensed Specialized Bank 

“LFC” Licensed Finance Company 

“LMC” Licensed Microfinance Company 

“LKR”, “Rs.”, “Rupees” Sri Lankan Rupees 

“Local Time” Sri Lanka Time 

“Non-Voting Shares”, “Existing Non-

Voting Shares” 

Ordinary shares of the Company, without the voting rights at the 

meetings of the Company 

“Market Day” Any day on which the CSE is open for trading 

“MCR” Minimum Capital Requirement 

“MFI” Microfinance Institution 

“Mn” Million 

“NAV” Net Asset Value 

“NBT” Nation Building Tax 

“NBFI” Non-Banking Finance Institution 

 “Offered Shares” Ten Million (10,000,000) Existing Ordinary Voting Shares offered to 

the public at the Share Offer Price, by the Selling Shareholder 

“NIC” National Identity Card 

“NIM” Net Interest Margin 

“Opening Date”, “Offer Opening Date" The date of opening of the subscription list as set out in Section 3.11 

of this Prospectus and Introductory Document 

“Issued and Paid up Ordinary Shares”, 

“Ordinary Voting Shares”, “Existing 

Ordinary Voting Shares” 

Ordinary shares of the Company, with the right to one vote on a poll 

at a meeting of the Company on any resolution, the right to an equal 

share in dividends paid by the Company and the right to an equal 

share in the distribution of the surplus assets of the Company in 

liquidation 

“Ordinary Non-Voting Shares”, “Non-

Voting Shares”,  

Ordinary Non-Voting Shares of the Company, rank pari passu in 

respect of all rights with the Ordinary Voting Shares of the Company 

except voting rights on a poll at a meeting of the Company on any 

resolution 

“Offer for Sale” An invitation to the public by the Company for and on behalf of the 

Selling Shareholders to purchase existing Ordinary Shares of the 

Company held by the Selling Shareholder, in terms of Section 3.2 of 

this Prospectus and Introductory Document 

“P/E” Price Earnings Ratio 

“HNBF”, “HNB Finance”, “the 

Company” 

HNB Finance Limited 

“POA” Power of Attorney 

“Prospectus and Introductory 

Document” 

This Prospectus and Introductory Document dated January 30, 2020 

issued by the Company 

“Reference Price” Price of the Ordinary Non-Voting Shares to be used as the opening 

price for trading on the first day of trading 

Reference price of LKR 4.20 per Ordinary Non-Voting Share 

“ROA” Return on Assets 

“ROE” Return on Equity 
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“Shares” Ordinary Voting and Ordinary Non-Voting Shares 

“SEC” Securities and Exchange Commission of Sri Lanka 

“Selling Shareholder” Shareholders of the Company offering existing Ordinary Shares of the 

Company as morefully described in Section 3.2, to facilitate a listing 

of Shares of the Company on the CSE  

“Share Offer Price” The price at which the Existing Ordinary Voting Shares will be offered 

to the public, as detailed in this Prospectus and Introductory 

Document 

Share Offer price of LKR 5.70 per Ordinary Voting Share 

“SLAS”, “SLFRS” Sri Lanka Accounting Standards 

“SLC” Specialized Leasing Companies 

“SME” Small and Medium Enterprise 

“Stated Capital” The Stated Capital of HNB Finance Limited 

“SSE” Small Scale Enterprise 

“The Board”, “The Board of Directors” The Board of Directors of HNB Finance Limited 

“UK” United Kingdom 

“USA”, “United States” The United States of America 

“USD” United States Dollars 

“VAT” Value Added Tax 

“WHT” Withholding Tax 
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1.0 CORPORATE INFORMATION 

 

Company HNB Finance Limited 

Registered Office 

 

168, Nawala Road 

Nugegoda, Sri Lanka 

Tel: +94 11 2206406 

Fax: +94 11 2206436 

Date, Place and Authority of 

Incorporation 

A Limited Liability Company Incorporated in Sri Lanka on December 20, 

1999 under the Companies Act No. 17 of 1982 and re-registered on May 

5, 2009 under the Companies Act No. 07 of 2007 

 

The Company is a Licensed Finance Company, licensed by the Monetary 

Board of the Central Bank of Sri Lanka under the Finance Business Act 

No. 42 of 2011 and is also registered under the Finance Leasing Act No. 

56 of 2000. The Company is an Approved Credit Agency under the 

Mortgage Act No. 06 of 1949 and Trust Receipt Ordinance No. 12 of 

1947 

Company Registration Number 

(as a Public Company) 

PBS 965 

Company Secretary S S P Corporate Services (Private) Limited  

101, Inner Flower Road,  

Colombo 03, Sri Lanka 

Tel: +94 11 2573894/+94 11 2576871 

Fax: +94 11 2573609 

Auditors and Reporting Accountants to 

the Company 

Messrs, Ernst & Young (Chartered Accountants) 

201, De Saram Place 

Colombo 10, Sri Lanka 

Tel: +94 11 2463500 

Fax: +94 11 2697369 

Board of Directors 

 

Mr. A. J. Alles  – Chairman/Non-Independent Non-

Executive Director 

Mr. B. Premalal  – Deputy Chairman/Non-Independent Non-

Executive Director 

Mr. B. M. D. C. Prabhath  – Managing Director/Chief Executive Officer 

Dr. S. U. H. Fernando  – Independent Non-Executive Director 

Mr. A. S. Wijesinha  – Independent Non-Executive Director 

Mr. P. A. H. D. 

Wijesundara  

– Independent Non-Executive Director 

Mr. A. G. R. Dissanayake – Non-Independent Non-Executive Director 

Mr. M. Perera – Non-Independent Non-Executive Director 
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2.0 RELEVANT PARTIES TO THE OFFER 

  

Financial Advisor and Manager to the 

Offer and Listing through Introduction 

 

 

Acuity Partners (Private) Limited 

53, Dharmapala Mawatha 

Colombo 03, Sri Lanka 

Tel: +94 11 2206206 

Fax: +94 11 2437149 

Lawyers to the Offer and Listing 

through Introduction 

Nithya Partners (Attorneys - at - Law) 

97A, Galle Road 

Colombo 03 

Tel: +94 11 4712625 / 28 

Fax: +94 11 2328817 

Auditors and Reporting Accountants to 

the Offer and Listing through 

Introduction 

 

 

Messrs. Ernst & Young (Chartered Accountants) 

201, De Saram Place 

Colombo 10, Sri Lanka 

Tel: +94 11 2463500 

Fax: +94 11 2697369 

Registrars to the Offer and Listing 

through Introduction 

S S P Corporate Services (Private) Limited 

101, Inner Flower Road 

Colombo 03, Sri Lanka 

Tel: +94 11 2573894 / +94 11 2576871 

Fax: +94 11 2573609 

Bankers to the Offer Hatton National Bank PLC 

479, T B Jayah Mawatha 

Colombo 10, Sri Lanka 

Tel: +94 11 2394250-2 

Fax: +94 11 2394353 

Independent Valuer to the Offer and 

Listing through Introduction 

Nexia Management Services (Private) Limited 

22/4, Vijaya Kumarathunga Mawatha 

Colombo 05, Sri Lanka 

Tel: +94 11 2513420-22 

Fax: +94 11 4512404 
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3.0 DETAILS OF THE OFFERING 

 

3.1 The Offering 

 

The Offer contemplated herein shall constitute an invitation made to the general public to purchase Ten 

Million (10,000,000) existing Ordinary Voting Shares through an Offer for Sale. The Offered Shares amount 

to approximately 0.70% of the Issued Voting Shares of the Company. 

 

The Introductory Listing 

 

The Introductory Listing contemplated herein will be for the purpose of obtaining a listing on the Diri Savi 

Board of the Colombo Stock Exchange for Two Hundred and Ninety Eight Million Two Hundred Thousand 

(298,200,000) Ordinary Non-Voting Shares of HNBF constituting 100% of the Issued Ordinary Non-Voting 

Shares of the Company. 

 

Pursuant to the Offer for Sale of Ordinary Voting Shares and Introduction of Ordinary Non-Voting Shares of 

the Company, all such Shares will be listed on the Diri Savi Board of the CSE subject to compliance with the 

CSE Listing Rules and SEC Directives (as applicable). 

 

3.2 Selling Shareholder 

 

The shareholder mentioned below is offering for sale, Ten Million (10,000,000) Ordinary Voting Shares 

amounting to 0.70% of the Ordinary Voting Shares in order to facilitate the listing of the Ordinary Voting 

Shares of the Company on the CSE.  

 

TABLE 3.1 - DIVESTITURE OF EXISTING ORDINARY VOTING SHARES 

Selling Shareholder No. of Shares 

Offered 

Consideration 
paid per share 

Nature of the 
Shares 

Date of 

Acquisition 

Prime Lands (Private) Limited 10,000,000 LKR 0.50 Ordinary Voting June 29, 2011 

 

The above listed Selling Shareholder has complied with Rule 2.1.1(e)(i) of the CSE Listing Rules.  

 

The Selling Shareholders will own 38.86% of the total number of Ordinary Voting Shares of the Company, 

post IPO.  

 

3.3 Nature of the Existing Ordinary Voting Shares on Offer and Ordinary Non-Voting Shares being Listed 

through an Introduction 

 

From the date of completion of the transfer of the Ordinary Voting Shares to the Applicant/s, such Shares 

shall rank pari passu, in all respects with the existing other Ordinary Voting Shares allotted in terms of this 

Prospectus and Introductory Document and such a Share shall confer on the holder thereof the right to one 

vote on a poll at a meeting of the Company on any resolution, the right to an equal share in any dividend 

that may be paid by the Company and the right to an equal share in the distribution of the surplus assets of 

the Company in a liquidation.  
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From the date of completion of the listing of Ordinary Non-Voting Shares in Diri Savi Board of the CSE, other 

than for voting rights, such Ordinary Non-Voting Shares rank equal or pari passu with the Ordinary Voting 

Shares of the Company, equal in rights including the right to participate in any dividend declared to Ordinary 

Shareholders by the Company and the right to an equal share in the distribution of the surplus assets of the 

Company in the event of liquidation. 

 

The Ordinary Non-Voting Shares of the Company were issued by the Company in 2011 under a restructure 

of deposits and borrowings held by the Company. Specifically, following the financial crisis in 2009-2010 and 

the inability of the Company to meet its repayment obligations on deposits and borrowings, the Company 

converted the funds of depositors and debt holders held by it into Ordinary Non-Voting Shares under a series 

of Directions issued  by the Central Bank of Sri Lanka via letters dated January 07, 2011, June 06, 2011 and 

June 29, 2011. Accordingly, 298,200,000 Ordinary Non-Voting Shares of the Company were issued on the 

basis of one Ordinary Non-Voting Share for each 10 rupees of deposits and borrowings. No consent or 

approval were obtained by the Company from depositors and debt holders when converting such deposits 

and borrowings into Ordinary Non-Voting Shares. 

 

TABLE 3.2 – CONVERSION OF DEPOSITS AND BORROWINGS INTO ORDINARY NON-VOTING SHARES 

Depositor/ debt 
holder 

Category of 
the liability 

Liability value as at 
January 07, 2011 

Conversion ratio Ordinary Non-Voting 
Shares issued 

Seylan Bank PLC Preference 
Shares  

LKR 1,000,000,000 One Ordinary 
Non-Voting Share 
to 10 rupees 
worth of 
Preference Shares 

100,000,000 

Seylan Bank PLC Debentures 
converted 
in to 
Preference 
Shares 

LKR 1,060,000,000 One Ordinary 
Non-Voting Share 
to 10 rupees 
worth of 
Preference Shares 

106,000,000 

Seylan Bank PLC Interest 
due 

LKR 272,000,000 One Ordinary 
Non-Voting Share 
to 10 rupees of 
interest due 

27,200,000 

Depositors Savings 
deposits 

LKR 650,000,000 One Ordinary 
Non-Voting share 
to 10 rupees 
worth of savings 
deposits 

65,000,000 

Total  LKR 2,982,000,000  298,200,000 

 

The above deposits and borrowings (totalling to LKR 2,982,000,000) which were subsequently converted 

to Ordinary Non-Voting Shares did not represent the total number of deposits and borrowings of the 

Company as at the date of the initial restructure Direction issued by the Central Bank of Sri Lanka (i.e. 

January 07, 2011).  

 

However, accurate contact details of the beneficiaries of 65,000,000 Ordinary Non-Voting Shares were not 

available with the Company at the time of the said conversion and thereby such 65,000,000 Ordinary Non-

Voting Shares were held in a trust named the “Prime Grameen Class A Non-Voting Share Trust” pending 

identification of contact details of the persons entitled to the respective shares. Thereafter the Company 
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made various efforts time to time in order to locate the beneficiaries of such shares held in the Prime 

Grameen Class A Non-Voting Share Trust. As a result, beneficiaries of 37,772,148 Ordinary Non-Voting Shares 

were located and such shares were bought back by Prime Lands (Private) Limited from the said identified 

beneficiaries.      

 

Remaining 27,227,852 Ordinary Non-Voting Shares were continuously held in the Prime Grameen Class A 

Non-Voting Share Trust pending identification of contact details of beneficiaries. Furthermore, since the said 

Prime Grameen Class A Non-Voting Share Trust was not an incorporated company or corporation thereby 

not being permitted to open a CDS account, since the rules of the Central Depository System allows only 

body corporate or a natural person to open a CDS account, the Board of Directors of the Company, with the 

consent of the Central Bank of Sri Lanka has dissolved the Trust and transferred the aforesaid Ordinary Non-

Voting Shares to a limited liability company named “Wealth Guard (Private) Limited” which will act as single 

purpose vehicle to hold the said Ordinary Non-Voting Shares on behalf of the persons who are entitled to 

the said Ordinary Non-Voting Shares until they are contacted and the Ordinary Non-Voting Shares 

transferred to them in due course. As per the Article 16 of the Articles of Association of Wealth Guard 

(Private) limited, Wealth Guard (Private) Limited shall make every endeavour to locate the beneficiaries and 

establish their respective entitlement to Non-Voting Shares. Upon the satisfactory establishment of such 

respective rights to, at the discretion of the Non-Voting Shareholder, Wealth Guard (Private) Limited should 

either; 

i. Facilitate the transfer of such respective entitlements to the beneficiaries as per the terms of the 

Trust Deed between Prime Grameen Micro Finance Limited, and subject to the receipt of relevant 

approval (as applicable); or 

ii. Dispose of the amount of Ordinary Non-Voting Shares that such beneficiaries on the Colombo Stock 

Exchange and pay such amount received as sales proceeds to the beneficiary 

 

The sole objective of Wealth Guard (Private) Limited is to hold the Ordinary Non-Voting Shares and HNB 

Finance Limited facilitates & guides Wealth Guard (Private) Limited in the process of establishing the 

respective rights of such beneficiaries. Therefore, such beneficiaries should contact HNB Finance Limited in 

this regard. For establishment of rights of the beneficiaries, the index of details of such beneficiaries 

maintained by Prime Grameen Micro Finance Limited will be utilized, with the National Identity Card to verify 

the details. 

 

Even though the deposits and borrowings were converted on the basis of one Ordinary Non-Voting Share for 

each 10 rupees of deposits and borrowings, the value of such converted shares post listing would vary 

depending on the Company’s future performances and prevailing market conditions at the time of disposal 

of such shares by a particular Shareholder. 

 

TABLE 3.3 – INFORMATION PERTAINING TO WEALTH GUARD (PRIVATE) LIMITED 

Wealth Guard (Private) Limited  

Date of Incorporation July 10, 2019 

Names of Directors  
Withanage Susira Priyalal Arangala 

Salpadoruge Alex Ruwan Fernando 

Names of the Shareholder Bamunuachchi Mangedarage Don Chaminda Prabath 

Date of transfer of Ordinary Non-Voting Shares 

to Wealth Guard (Private) Limited 

August 27, 2019 
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3.4  Size of the Offering 

 

If fully subscribed, the Selling Shareholder shall receive a total of Rupees Fifty Seven Million (LKR 57,000,000). 

 

3.5 Share Offer Price and Reference Price 

 

The Share Offer Price for Ordinary Voting Shares will be Sri Lankan Rupees Five and Seventy Cents (LKR 5.70) 

per share. The Share Offer Price was determined by the Selling Shareholder based on the Independent 

Valuation Report provided by Nexia Management Services (Private) Limited. 

 

The Reference Price for Ordinary Non-Voting Shares will be Sri Lankan Rupees Four and Twenty Cents (LKR 

4.20) per share. The Board of Directors of HNBF is of the opinion that the Reference Price of the Ordinary 

Non-Voting Shares is fair and reasonable to the Company and to all existing shareholders of the Company. 

The Reference Price was determined by the Company in consultation with Nexia Management Services 

(Private) Limited. 

 

In relation to the CSE Listing Rule 3.1.4(c), the Valuer declared that the Valuer is neither a related party of 

the applicant entity as defined in Sri Lanka Accounting Standards nor has a significant interest or financial 

connection with the applicant entity and/ or the group; the Valuer is a member of good standing in a 

professional association relevant to the valuation assignment undertaken and has the necessary skills and 

resources available at his disposal to arrive at a competent independent opinion in determining the fair value 

of Ordinary Voting and Ordinary Non-Voting Shares of the Company and the Valuer has made all the inquiries 

that he believes are desirable and appropriate in order to arrive at a competent independent opinion. 

Further the party prepared the Valuation possesses the requisite expertise to prepare valuation reports of 

this nature relating to a company to be quoted under Financials Sector of the Colombo Stock Exchange. 

Moreover, the qualifications and experience of the Independent Valuer can be found in Annexure D.  

 

Consequent to the transfer of all Ordinary Non-

Voting shares, the status of the Company (i. e. 

Wealth Guard (Private) Limited) 

As per the Article 35 of the Articles of Association of 

Wealth Guard (Private) Limited, Wealth Guard (Private) 

Limited may not wound up unless and until all of the 

Ordinary Non-Voting Shares have been transferred to 

the beneficiaries unless with the prior written approval 

of Monetary Board of the Central Bank of Sri Lanka. Any 

winding up shall only be permitted or approved if 

arrangements which are satisfactory to the Monetary 

Board are made deal with the treatment of the 

Ordinary Non-Voting Shares in the interests of the 

beneficiaries  

Free transferability of Shares held under Wealth 

Guard (Private) Limited 

As per the Article 16 of the Articles of Association of 

Wealth Guard (Private) Limited, Ordinary Non-Voting 

Shares held under Wealth Guard (Private) Limited are 

freely transferable upon satisfactory establishment of 

beneficiaries and their respective rights to the Nov-

Voting Shares 
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The net asset value of the equity share was LKR 2.69 as at March 31, 2019, and the Ordinary Voting Share 

Offer Price is 2.12 times the net asset value and the Ordinary Non-Voting Share Reference Price is 1.56 times 

the net asset value. 

 

Ordinary Non-Voting Shares of the Company will start trading at LKR 4.20 per share immediately after the 

listing of such shares in the Diri Savi Board of the CSE even though the conversion of deposits and 

borrowings in to Ordinary Non-Voting Shares were done at a ratio of one Ordinary Non-Voting Share for 

each 10 rupees of deposits and borrowings (effectively, LKR 10 per share) in 2011 under a scheme 

mandated by the Central Bank of Sri Lanka.   

 

Applicants should read the following summary with the risk factors included under Section 11 of this 

Prospectus and Introductory Document and the details of the Company and its financial statements included 

in this Prospectus and Introductory Document. 

 

3.5.1 Quantitative Factors 

 

The following quantitative aspects were also taken into consideration; 

 

TABLE 3.4 - EARNINGS PER SHARE (EPS) AND RETURN ON EQUITY (ROE) 

* Earnings Per Share = Net profit attributable to equity shareholders/Weighted average number of equity shares 

outstanding during the year or period 

** Return on Equity=Net profit after tax/ Net assets as at the end of the year or period 

*** Annualized ROE has been calculated by using the net asset value as at September 30, 2019 

 

Price Earnings Ratio (P/E) 

 

The P/E in relation to the Ordinary Voting Share Offer Price of LKR 5.70 and the Ordinary Non-Voting Share 

Reference Price of LKR 4.20 are: 

a) Based on the basic EPS of LKR 0.48 for the FY ended March 31, 2019, the P/E is 11.88 and 8.75 

respectively. 

b) Based on the average EPS of LKR 0.56 for the last three (03) financial years, the P/E is 10.18 and 7.50 

respectively. 

c) Based on the basic EPS of LKR 0.18 for the six (06) months ended September 30, 2019, the P/E is 31.67 

and 23.33 respectively. 

Based on the annualised basic EPS of LKR 0.36 based on the earnings for the six (06) months ended 

September 30, 2019, the P/E is 15.83 and 11.66 respectively. 

d) The P/E range of the industry peers is as given below; 

For the Period Ended 
Basic Earnings per 

Share (LKR)* 
Return on Equity** 

March 31, 2017 – Audited  0.62 31.23% 

March 31, 2018 – Audited  0.59 24.50% 

March 31, 2019 – Audited 0.48 17.94% 

Average EPS  0.56 24.56% 

September 30, 2019 - Using 06 Months Earnings 0.18 6.39% 

 - Using Annualized Earnings 0.36 12.50%*** 
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Source – Colombo Stock Exchange  Sector Classification – Banking, Finance and Insurance 

*P/E ratios have been calculated by using closing share prices as at December 23, 2019 except for 

Mercantile Investments and Finance PLC for which the share price as at June 24, 2019 has been used 

(last traded date of shares of Mercantile Investments and Finance PLC) and Earnings Per Share for the 

year ended March 31, 2019. 

**Industry Composite P/E ratio has been calculated by averaging out the P/E ratios of selected peers 

listed in the table under the below heading of “Peer Entity Accounting Ratios”. 

 

Net Asset Value (NAV) 

 

The Net Asset Value per share was; 

a) LKR 2.69, based on the financial statements as at March 31, 2019 

b) LKR 2.88, based on the interim financial statements for the six (06) months ended September 30, 2019 

c) LKR 2.88, based on the Post Offer and Introductory Listing number of shares and interim financial 

statements for the six (06) months ended September 30, 2019 

 

Peer Entity Accounting Ratios 

 

A peer company comparison of the quantitative factors discussed above using market data as at December 

23, 2019 (except for Mercantile Investments and Finance PLC)* and the audited financial statements for the 

12 months period ended March 31, 2019 is provided below; 

Peer Company 
Net Asset 
Value per 

Share (LKR) 

Earnings per 
Share (EPS) 

P/E 
Return on 

Equity 

Vallibel Finance PLC 92.94 20.37 3.56 21.92% 

Alliance Finance Company PLC 135.00 9.61 5.21 7.12% 

Arpico Finance PLC 205.32 50.10 3.09 24.40% 

Asia Asset Finance PLC 18.18 0.94 9.04 5.17% 

Citizen Development Business Finance PLC 162.50 33.11 2.54 20.38% 

Commercial Credit and Finance PLC 40.30 8.28 3.62 20.54% 

Mercantile Investments and Finance PLC* 2885.00 152.39 17.06 5.28% 

Nation Lanka Finance PLC 1.43 0.24 5.00 16.78% 
Source – Colombo Stock Exchange Sector Classification – Banking, Finance and Insurance 

*P/E ratio for Mercantile Investments and Finance PLC has been calculated by using the share price of 

Mercantile Investments and Finance PLC as at June 24, 2019 (last traded date of the shares of Mercantile 

Investments and Finance PLC) and the Earnings Per Share of Mercantile Investments and Finance PLC for the 

12 months period ended March 31, 2019.   

 

3.5.2 Qualitative Factors 

 

The following qualitative factors were considered by the Company when arriving at the Share Offer Price and 

the Reference Price. 

As at December 23, 2019 Name of the Peer Company P/E* 

Highest Mercantile Investments and Finance PLC 17.06 

Lowest Citizen Development Business Finance PLC 2.54 

Industry Composite**  6.14 
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▪ HNBF is backed by Hatton National Bank PLC and Prime Lands (Private) Limited which are its two largest 

shareholders. 

▪ The proven track record of the management of HNBF in the Non-Banking Financial sector in Sri Lanka will 

assist in spearheading the Company to success.    

 

3.6 Objectives of the Offering 

 

The Company will not receive any proceeds raised via the Offer. All proceeds from the sale of Existing 

Ordinary Voting Shares would be received by the Selling Shareholders.  

 

3.7 Listing 

 

The Offer herein contemplated comprises of Ten Million (10,000,000) existing Ordinary Shares of the 

Company and for the listing of One Billion Four Hundred and Twenty One Million Three Hundred and Eighty 

Thousand Six Hundred and Twenty Four (1,421,380,624) Ordinary Voting Shares and Two Hundred and 

Ninety Eight Million Two Hundred Thousand (298,200,000) Ordinary Non-Voting Shares. The Shares Offered 

amounts to 0.70% of the Issued and Paid up Ordinary Voting Shares of the Company. 

 

An Application has been made to the CSE for permission for a listing of the entire Issued and Paid up Ordinary 

Voting and Ordinary Non-Voting Shares of the Company subsequent to the Offer.  

 

HNBF has already complied with Rule 2.1.2(ii)(a), Rule 2.1.2(ii)(b) and Rule 2.1.2(ii)(d) of the CSE Listing Rules. 

 

It is expected that the Company will meet the minimum Public Holding requirement [Rule 2.1.2(ii)(c)] of the 

CSE Listing Rules on the completion of the Offer upon which the listing of the entire Ordinary Shares of the 

Company will take place on the Diri Savi Board of the CSE. The minimum public holding requirement 

stipulates that, if the Float Adjusted Market Capitalization of the Company is less than LKR 1 Bn, 10% of the 

total number of shares for which a listing is sought should be in the hands of a minimum number of 200 

public shareholders, while if the Float Adjusted Market Capitalization of the Company is more than LKR 1 Bn, 

7.5% of the total number of shares for which a listing is sought should be in the hands of a minimum number 

of 200 public shareholders.  

 

However, in the event where HNBF is unable to meet the requirement of Rule 2.1.2(ii)(c) Option 2 of the CSE 

Listing Rules as mentioned above, upon closure of the Offer, both Ordinary Voting Shares and Ordinary 

Non-Voting Shares of the Company will not be listed on the CSE pursuant to the Rule 1.1(b) of the CSE Listing 

Rules. In such an event the subscription amounts will be returned to the Applicants.  

 

It should be noted that the aforesaid public holding requirements would be calculated by considering all 

Shares that are freely tradable, on the Date of Listing. 

 

The shares mentioned in Section 10.2 will be locked in to be in compliance with CSE Listing Rules 2.1.1(e) 

and will not be available for trading. Refer Table 10.4 of this Prospectus and Introductory Document for 

further information. 
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3.8 Cost of the Offering 

 

The total costs associated with the Offering are estimated to be approximately LKR 3.71 Mn. These include 

all direct costs and expenses associated with the Offer, inclusive of but not limited to, the initial listing fees 

to the CSE; management/advisory fees payable to the Financial Advisor and Manager to the Offer; brokerage 

commission; fees for the registrar function; legal, consultancy and accountancy fees; advertising, 

promotional and printing costs. The costs will be met utilizing internal funds of the Company. 

 

3.9 Brokerage 

 

Brokerage at the rate of zero decimal six per centum (0.60%) of the value of the Shares will be paid in respect 

of the number of Offered Shares transferred on Applications bearing the original seal of any bank operating 

in Sri Lanka or a member/trading member of the CSE or Acuity Partners or any other intermediary appointed 

by the Company involved in the marketing of the Offer. 

 

3.10 Minimum Subscription and Underwriting 

 

There is no minimum amount required to be raised in this Offer. 

 

The Company has not entered into any underwriting arrangement with regards to this Offer.  

 

The Company shall seek a listing irrespective of whether the Offer is fully subscribed or not (subject to the 

Company satisfying the requirement of the CSE Listing Rules for such a listing as morefully described in 

Section 3.7 of this Prospectus and Introductory Document).  

 

In the event the Offer is undersubscribed, the money collected will be returned to applicants and the 

Company will not be listed due to failure to comply with the requirements of Rule 2.1.2(ii)(c) of the CSE 

Listing Rules.  

 

3.11 Opening of the Subscription List and Closure Date 

 

The Subscription List for the Shares will open at 9.00 a.m. on February 17, 2020 and shall, subject to the 

occurrence of the events in the following paragraph, remain open for fourteen (14) Market Days (including 

the date of opening) until closure at 4.30 p.m. on March 06, 2020 (“Offer Period”). 

 

The Offer shall close (a) at the end of the Offer Period; or (b) upon the offer being oversubscribed; or (c) the 

Board deciding to close the Offer for any reason prior to the completion of the Offer Period. In the event of 

the closure of the Offer upon oversubscription, the Company shall inform the CSE in writing immediately of 

such fact and the closure shall take place at 4.30 pm on the day of oversubscription. If the Board decides to 

close the Offer prior to the end of the Offer Period (apart from an oversubscription) it shall give the CSE prior 

notice of one Market Day. 

 

3.12 Inspection of Documents 

 

The Articles of Association, Auditor’s Reports and Audited Financial Statements for the five (05) financial 

years ended March 31, 2019 (i.e the five (05) financial years immediately preceding the date of this 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  14 

 

Prospectus and Introductory Document), Interim Financial Statements for the six (06) months ended 

September 30, 2019 of the Company, the independent valuation report by the Independent Valuer, 

management agreements and all other relevant documents, will be made available for inspection by the 

public during normal working hours at the Registered Office of the Company, 168, Nawala Road, Nugegoda 

for a period not less than fourteen (14) Market Days as per Rule 3.1.19(a) of the CSE Listing Rules. 

 

A waiver has been granted by the CSE through their letter dated November 18, 2019 on the CSE Listing Rule 

3.4.7 (a) to exclude from the hard copy of the Prospectus and Introductory Document, the Audited Financial 

Statements for the two financial years except the latest Audited Financial Statements. 

 

The Prospectus and Introductory Document, Application Form, Articles of Association of the Company and 

Audited Financial Statements of the Company for the financial years ended March 31, 2018 & March 31, 

2017 will be available on the website of the CSE (www.cse.lk), on the website of the Company 

(www.hnbfinance.lk), and on the websites of the Managers to the Issue (www.acuity.lk) for a period of not 

less than fourteen (14) Market Days as stipulated in Rule 3.1.19(b) of the CSE Listing Rules. 

 

The independent valuation report prepared by Nexia Management Services (Private) Limited, will be 

available on the website of the CSE (www.cse.lk), on the Company website (www.hnbfinance.lk) and on the 

websites of the Managers to the Issue (www.acuity.lk) from the date hereof, for a period not less than two 

(02) months as stipulated in Rule 3.1.19(c) of the CSE Listing Rules. 

  

http://www.cse.lk/
http://www.hnbfinance.lk/
http://www.acuity.lk/
http://www.cse.lk/
http://www.hnbfinance.lk/
http://www.acuity.lk/
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4.0 PROCEDURE FOR APPLICATION 

 

4.1 Eligible Applicants 

 

Applications are invited from the following categories of persons, having a Valid Account in the Central 

Depository System (Private) Limited (CDS Account): 

i. Citizens of Sri Lanka who are resident in or outside Sri Lanka and above 18 years of age; or 

ii. Companies, corporations or institutions incorporated or established within Sri Lanka; or 

iii. Corporate bodies incorporated or established outside Sri Lanka; or 

iv. Approved unit trusts licensed by the SEC; or 

v. Approved provident funds and contributory pension schemes registered/incorporated/established in Sri 

Lanka (in this case, Applications should be in the name of the Trustee/Board of Management in order to 

facilitate the opening of the CDS account); or 

vi. Foreign citizens above 18 years of age (irrespective of whether they are resident in Sri Lanka or 

overseas); or 

vii. Global, regional and country funds approved by the SEC. 

 

Applications made by individuals less than 18 years of age or those in the names of sole proprietorships, 

partnerships, unincorporated trusts and non-corporate bodies will be rejected. 

 

Applications submitted under the Unit Trust Applicant Category should conform to the criteria defined by 

the SEC Directive dated June 06, 2011 (Ref: SEC/LEG/11/06/01). 

 

Eligible Applicants may fall into one of the following categories. 

▪ Retail Individual Applicant Category 

▪ Unit Trust Applicant Category 

▪ Non-Retail Applicant Category 

 

Please refer Section 4.2.1 for the definitions of the aforementioned categories.  

 

4.2 The Procedure for Application 

 

Applicants applying for the Shares should submit their Applications in the manner set out in this Prospectus 

and Introductory Document.  

 

The Prospectus and Introductory Document will be made available free of charge from the collection points 

listed in Annex E. The Prospectus and Introductory Document can also be downloaded from www.cse.lk, 

www.hnbfinance.lk and www.acuity.lk. 

 

4.2.1 How to Apply 

 

APPLICANTS SHOULD APPLY ONLY THROUGH ONE APPLICANT CATEGORY (INCLUDING JOINT APPLICANTS) 

AND WOULD BE PERMITTED TO SUBMIT ONLY ONE APPLICATION FORM. TWO OR MORE APPLICATIONS 

SUBMITTED BY THE SAME APPLICANT, EITHER UNDER THE SAME CATEGORY OR DIFFERENT CATEGORY 

WILL BE CONSTRUED AS MULTIPLE APPLICATIONS AND WILL BE REJECTED. 

http://www.cse.lk/
http://www.hnbfinance.lk/
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Only one Application should be made by an Applicant under the Unit Trust Category.  

 

Applicants must apply for the Shares on the Application Form, which constitutes part of this Prospectus and 

Introductory Document. The Application Form should be legibly completed and be received by the Registrar 

to the Offer.  

 

Retail Individual and Non-Retail Applicant Category 

 

Applicants falling under the Retail Individual and Non-Retail Applicant Categories should apply for the 

Shares on the WHITE colored Application Form printed for this purpose, which constitutes part of this 

Prospectus and Introductory Document. Such Application Forms will be made available from the collection 

points listed in Annex E and can also be downloaded from www.cse.lk, www.hnbfinance.lk and 

www.acuity.lk. Exact size copies of the Application form printed on WHITE colored paper as specified 

herein will also be permissible under the Retail Individual and Non-Retail Applicant Categories. The 

completed Application Forms should be submitted to the Registrars to the Offer.  

 

‘Retail Individual Applicant’ as defined by the CSE Listing Rules, shall mean, an individual Applicant who 

subscribes for a maximum of 17,500 shares or a value of not more than LKR 100,000 in a particular share 

class, whichever is higher. 

 

Unit Trust Applicant Category 

 

Applicants applying under the Unit Trust Applicant Category must apply for the Shares using the separate 

YELLOW colored Application Form printed for this purpose, which constitutes part of this Prospectus and 

Introductory Document. Such Application Forms will be made available through the registered office of the 

Company, 68, Nawala Road, Nugegoda, and Managers to the Offer, Acuity Partners (Private) Limited, 53, 

Dharmapala Mawatha, Colombo 3. Exact size copies of the Application form printed on YELLOW colored 

paper as specified herein will also be permissible under the Unit Trust Applicant Category. The completed 

Application Forms should be submitted directly to the Managers to the Offer who will forward the same to 

the Registrars to the Offer.  

 

Applications submitted under the Unit Trust Applicant Category should submit a confirmation by the 

trustee confirming that such unit trust is in conformity with the criteria defined by the SEC Directive dated 

June 06, 2011 (Ref: SEC/Leg/11/06/01) and CSE Listing Rules, 3.1.5(b)(iii). 

 

Applicants applying under the Retail Individual and Non-Retail Applicant categories should submit their 

Application Forms to the Registrars to the Offer in terms of Section 4.2.8. 

 

Applications under the Unit Trust Applicant category should submit their Application Forms to the Managers 

to the Offer in terms of Section 4. 2. 8.    

 

An Applicant of a Joint Application, applying through another Application Form is deemed to have made 

multiple Applications and will be rejected. 

 

http://www.cse.lk/
http://www.hnbfinance.lk/
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An Applicant who has made an Application under a margin trading account should not apply individually or 

jointly on a separate Application Form. Such Applications will also be construed as multiple Applications and 

will be rejected. 

 

Subject to the above, the Company/Managers/Registrars to the Offer reserve the right to reject multiple 

Applications and suspected multiple Applications which are not allowed or to accept only one Application 

Form at their discretion. 

 

Notwithstanding any provision contained herein, the Board of Directors shall reserve the right to refuse 

any Application or to accept any Application in full or part, for whatsoever reason. 

 

Please note that Applicant information such as full name, address, NIC number/passport number and 

residency will be downloaded from the database of CDS, based on the CDS account number indicated in 

the Application Form. Such information shall take precedence over information provided in the Application 

Form.  

 

Application Forms stating third party CDS accounts instead of their own CDS account numbers, except in 

the case of margin trading accounts will be rejected. 

 

Care must be taken to follow the instructions on the reverse of the Application Form. Applications that do 

not strictly conform to such instructions and additional conditions set out hereunder or which are illegible 

may be rejected.  

 

PLEASE NOTE THAT AN TRANSFER OF SHARES WILL ONLY BE MADE IF YOU HAVE A VALID CDS ACCOUNT 

AT THE TIME OF SUBMISSION OF APPLICATION. 

 

Applicants have the option of having their Shares ‘locked’ in the CDS. Shares that are ‘locked’ will not be 

available for trading purposes and will not be visible to the participant. Such Applicants would have to fill 

in the relevant section in the Application Form for this purpose. If the Applicant has not specified that the 

Shares need to be deposited to his/her ‘locked’ balance in the CDS account, the said Shares would be 

deposited to Applicant’s ‘trading’ balance in the CDS account. 

 

Operation of a ‘locked’ balance in the CDS 

In order to preserve the confidentiality of shareholder information and to ensure that securities are not 

made available for trading for those shareholders who do not want to trade the securities, the CDS provides 

a mechanism where securities can be ‘locked’ in the CDS account. 

 

The CDS maintains two balances for each CDS account, namely a ‘trading’ balance and a ‘locked’ balance. 

The trading balance would be visible to the CDS participant and all dealings and trading would be permitted 

on the said trading balance, as done normally. 

 

As opposed to the trading balance, the locked balance will not be visible to the CDS participant and all 

dealings on such locked balance would be suspended thereby maintaining the confidentiality of the 

information and also safeguarding the account holder from any unauthorised sale by a broker. 
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At the option and request of an account holder, the CDS would transfer a named quantity of securities from 

the locked balance to the trading balance of a CDS account and/or from the trading balance to the locked 

balance. 

 

4.2.2 Number of Shares Applied 

 

Application should be made for a minimum of One Thousand (1,000) Shares [for a value of Sri Lankan 

Rupees Five Thousand Seven Hundred (LKR 5,700/-)] and in multiples of One Hundred (100) Shares 

thereof.  

 

Applications made for less than One Thousand (1,000) Shares or for a number which is not in multiples of 

One Hundred (100) Shares will be rejected and the accompanying cheques, bank drafts or bank guarantees 

will not be sent for clearing but be returned via ordinary post at the risk of the Applicant, or in the case of 

Joint Applicants, the first named Applicant. The cheque or bank draft or bank guarantee should be 

issued/carried out to the exact value of the number of Shares applied for, multiplied by the Share Offer 

Price. Cheques, bank drafts or bank guarantees not conforming to the above requirement will be rejected at 

the outset.  

 

Please refer Section 4.3.1 for details with respect to the mode of remittance. 

 

4.2.3 Identification Information 

 

All Applicants should disclose their identification/registration information by filling in the space provided in 

the Application Form for this purpose.  

 

Applicants are requested to state their residency and nationality in the appropriate spaces provided in the 

Application Form. 

 

The NIC, passport, or company registration number as the case may be, must be stated in the Application 

Form and any Application Form which does not provide the appropriate identification information will be 

rejected. 

 

Resident Applicants may use the passport for purposes of identification only if they do not have an NIC 

number. 

 

Tabulated below is the relevant identification information that a prospective Applicant should provide 

depending on the legal status: 

Citizenship/Legal Form Identification Information 

NIC 

Number 

Passport 

Number 

Company 

Registration 

Number 

Common Seal 

or Rubber 

Stamp 

Sri Lanka Citizens ✓    

Sri Lanka Citizens with no NIC Number*  ✓   

Foreign Citizens**  ✓   

Corporate Entities***   ✓ ✓ 
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* In the case of Sri Lankan citizens, the passport number will be accepted only when the NIC number is not 

available. The CDS account must be for the same passport number. 

** Foreign citizens must state the passport number in the space provided. 

*** The company registration number must be provided. The common seal or rubber stamp should be affixed 

and the Application Form duly signed as stipulated in the constitutional documents of such Applicants. 

 

A valid CDS account number must be stated in the Application Form and any Application Form which does 

not provide the appropriate identification information will be rejected. All information about the 

Applicant (i.e. name, address, nationality and NIC or passport number) will be downloaded from the 

database of the CDS, based on the number given in the Application Form. In the event of any discrepancy 

between the information in the CDS and in the Application Form, the information in the CDS shall take 

precedence. 

 

If the CDS account number is not indicated in the Application Form, or the number indicated in the form 

is found to be inaccurate/incorrect, or the account number indicated is not opened at the time of closing 

the Offering, such Applications will be rejected and no transfer of Shares will be made. 

 

4.2.4 Key Responsibility of a Non-Resident Applicant 

 

Non-resident Applicants may be affected by the laws of the jurisdiction of their residence. If non-resident 

Applicants wish to apply for the Shares, it is their responsibility to comply with the laws relevant to the 

jurisdiction of their residence and of Sri Lanka. 

 

4.2.5 Margin Trading 

 

Applicants who wish to apply through their margin trading account should submit the Applications in the 

name of the “margin provider/Applicant’s name” signed by the margin provider.  

 

The Applicants should state the relevant CDS account number relating to the margin trading account in the 

space provided for the CDS account number in the Application Form. The Shares shall be uploaded to the 

CDS account indicated in the Application Form. 

 

The NIC, passport, or company registration number of the Applicant as the case may be, must be stated in 

the Application Form. 

 

Resident Applicants may use the passport for purposes of identification, only if they do not have an NIC 

number. 

 

A photocopy of the margin trading agreement must be submitted along with the Application.  

 

Please note that the margin provider can apply under its own name and such Applications will not be 

construed as multiple Applications. Details of multiple Applications are available under Section 4.2.1. 

 

4.2.6 Applications made under Power of Attorney 
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In the case of Applications made under Power of Attorney (POA), a copy of the said POA, certified by a 

Notary Public to be a true copy of the original, should be lodged with the Registrars to the Offer along with 

the Application Form. The original POA should not be attached. 

 

4.2.7 Joint Applications 

 

If the ownership of the Shares is desired in the name of one Applicant, full details should be given only under 

the heading, SOLE/FIRST APPLICANT in the Applicant Forms. In the case of joint Applicants, the signatures 

and particulars in respects of all Applicants must be given under the relevant headings in the Application 

Form. 

 

Joint Application Forms are permitted only for natural persons not exceeding three Applicants. Joint 

Applicants should note that there should not be a combination of residents of Sri Lanka and non-residents. 

An Applicant of a joint Application shall not apply through a separate Application Form either individually or 

jointly. 

 

4.2.8 Submission of Applications 

 

Application Forms properly and legibly filled in accordance with the instructions thereof, along with the 

applicable remittance (cheque or bank draft or bank guarantee only) for the full amount payable on 

Application should be enclosed in a sealed envelope marked “HNB Finance Limited – IPO” on the top left-

hand corner and be addressed and dispatched by post or courier or delivered by hand to the Registrars to 

the Offer at the following address prior to 4.30 p.m. Local Time on the Offer Closing Date.  

 

SSP Corporate Services (Private) Limited  

101, Inner Flower Road,  

Colombo 3, Sri Lanka 

 

Applications may also be handed over to the Financial Advisors and Managers to the Offer, Bankers to the 

Offer and its designated branches, members and trading members of the CSE as set out in Annex E prior to 

4.30 p.m. Local Time on the Offer Closing Date. 

 

In the case of Applications dispatched by courier or post, such Applications should reach the Registrars to 

the Offer no later than 4.30 p.m. Local Time on the Market Day immediately following the Offer Closing 

Date. Any Applications received after the above deadline shall be rejected even though the courier or post 

mark is dated prior to the Offer Closing Date. 

 

Applicants applying under the Unit Trust Applicant category should submit their Application Forms directly 

to the Managers to the Offer. 

 

4.3 Payment of Application Monies 

 

4.3.1 Mode of Remittance 

 

(a) Payment in full for the total value of Shares applied for should be made separately in respect of each 

Application either by cheque or bank draft or bank guarantee drawn upon a Licensed Commercial Bank 
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operating in Sri Lanka, as the case may be subject to (b) below. The remittances on Applications will be 

deposited in a separate bank account in the name of “HNB Finance Limited – IPO”. 

 

(b) The amount payable should be calculated by multiplying the number of Shares applied for under a 

particular category by the Share Offer Price of LKR 5.70. If there is a discrepancy in the amount payable 

and the amount specified in the cheque/bank draft or bank guarantee, the Application will be rejected. 

 

(c) Payments for Applications for Shares may be supported by a cheque or bank draft or bank guarantee 

on the Offer Opening Date. In such instances, Application Forms should be accompanied by only one 

cheque or bank draft or bank guarantee and should be issued for the full amount indicated in the 

Application Form. Any Application for Shares accompanied by two or more cheques or bank drafts or 

bank guarantees will be rejected at the outset. 

 

Cash will not be accepted. Anyone wishing to pay cash should obtain a bank draft from a Licensed 

Commercial Bank in Sri Lanka. 

 

4.3.2 Cheques or Bank Drafts – Resident Sri Lankan Applicants 

 

Cheques or bank drafts should be drawn on any Licensed Commercial Bank in Sri Lanka and crossed “Account 

Payee Only” and made payable to “HNB Finance Limited – IPO”. 

 

Cheques or bank drafts accompanying Application Forms made for less than One Thousand (1,000) Shares, 

i.e for a value of Sri Lankan Rupees Five Thousand Seven Hundred (LKR 5,700/-) or for a number which is not 

in multiples of One Hundred (100) Shares (as mentioned in Section 4.2.2) will not be sent for clearing and 

shall be returned via ordinary post at the risk of the Applicant, or in the case of Joint Applicants, to the first 

named Applicant. 

 

In the event that cheques are not realized within two (02) Market Days from the date of presenting the same 

to the bank for clearing, the Directors reserve the right to reject the Applications and return the Application 

monies. No allocation of Shares will be made to such Applicants. 

 

Applicants residing in outstation areas from which cheque clearance may take over two (02) Market Days 

are advised to make payment via bank drafts to avoid any delays. 

 

Cheques must be honored on the first presentation to the bank for the Application to be valid. Applications 

supported by cheques which are not honored on first presentation will be rejected. 

 

4.3.3 Bank Guarantees – Resident Sri Lankan Applicants 

 

Applications made by resident Sri Lankan applicants backed by bank guarantees presented in line with the 

requirements set out in Section 4.3.1 will be accepted. Bank guarantees will be presented to the respective 

banks only after the Offered Shares have been transferred. Bank guarantees should be issued by any Licensed 

Commercial Bank in Sri Lanka and in favor of “HNB Finance Limited – IPO” in a manner acceptable to the 

Company and payable on demand. 
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Bank guarantees should be valid for a minimum of one (01) month from the date of opening of the Offering 

(i.e. February 17, 2020). 

 

Applicants are advised to ensure that sufficient funds/facilities are available in order to honor the bank 

guarantees, inclusive of charges when called upon to do so by the Registrars to the Offer. It is advisable that 

the Applicants discuss with their respective bankers the matters with regard to the issuance of bank 

guarantees and all charges involved. All expenses with regard to such bank guarantees should be borne by 

the Applicants. 

 

4.3.4 Foreign Currency Remittances 

 

This section is applicable to; 

▪ Citizens of Sri Lanka who are above 18 years of age and resident overseas; 

▪ Corporate bodies incorporated or established outside Sri Lanka; 

▪ Regional or country funds approved by the SEC; and 

▪ Foreign citizens (irrespective of whether they are resident in Sri Lanka or overseas) who are above 18 years 

of age. 

 

The abovementioned Applicants should make their payments using one of the following methods as the case 

may be. 

 

(a) A foreign Applicant may invest through a “Inward Investment Account” (IIA) maintained with any 

Licensed Commercial Bank in Sri Lanka. The procedure for arranging payments through an IIA is 

presented below; 

- A Foreign Applicant may use the services of a custodian bank as an intermediary when investing in the 

Sri Lankan securities market; 

- The intermediary may open an IIA, on an Applicant’s behalf;                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                         

- In conjunction with the IIA, an account with the CDS must be opened in case the Applicant does not 

already have a valid CDS account; 

- In respect of regional or country funds investing for the first time in Sri Lanka, the intermediary will 

facilitate the approval process regulated by the SEC; 

- Payment for Shares should be made through a bank draft or bank guarantee issued by a Licensed 

Commercial Bank in Sri Lanka against the funds arranged through the IIA and made payable to “HNB 

Finance Limited – IPO”. 

 

(b) A foreign Applicant may invest through inward remittances of foreign currency held in a Foreign 

Currency Banking Unit (FCBU) account of the Applicant maintained with any Licenced Commercial Bank 

in Sri Lanka. The procedure for arranging payments through an FCBU account is presented below; 

- The Applicant should forward the Application Form supported by an unconditional bank guarantee 

drawn on the Applicant’s FCBU account pending transfer of the Offered Shares with confirmation from 

the LCB that upon notification of the transfer of Shares, the transfer value would be remitted through 

the Applicant’s IIA.  

- Upon transfer of Offered Shares, foreign currency to the extent of the Sri Lanka Rupee equivalent 

value of Offered Shares transferred would be called on the bank guarantee drawn on the Applicant’s 

FCBU account.  
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- The requisite funds would then be credited to an IIA opened in favor of the Applicant via the 

aforementioned FCBU account. This procedure would protect a prospective Applicant from any losses 

accruing due to fluctuating exchange rates. 

 

(c) In addition to the payments made through IIA and FCBU as mentioned above, a foreign citizen resident 

in Sri Lanka under the Resident Guest Scheme may invest through a Resident Guest Foreign Currency 

Account (RGFCA) or Resident Guest Rupee Current Account (RGRCA) that Applicants maintain with any 

LCB in Sri Lanka. An Applicant who wishes to avail him/herself of this facility should make the payment 

for New Shares through a bank draft or an unconditional bank guarantee in Sri Lanka Rupees or by 

converting foreign currency funds available in the RGFCA/RGRCA, as the case maybe based on the 

guidelines provided by the Exchange Control Department of the CBSL, and made payable to “HNB 

Finance Limited – IPO”. 

 

Cheques or bank drafts or bank guarantees should be endorsed by the issuing custodian bank, to the effect 

that, arrangements have been made to facilitate such payment to be made against funds available in the 

individual’s IIA account. The endorsement must be clearly indicated on the cheque or bank draft or the 

bank guarantee. Alternatively, a document detailing the endorsement could be submitted along with the 

payment and Application. 

 

Any refund payments to Foreign Applicants are made in terms of Section 4.8 of this Prospectus and 

Introductory Document. 

  

Applications supported by foreign currency remittances should be made in conformity with requisite 

declarations accompanied by the documentation stipulated by the Controller of Exchange of the Central 

Bank of Sri Lanka. 

 

4.3.5 Restrictions Applicable to Foreign Citizens Resident in Sri Lanka 

 

Foreign citizens resident in Sri Lanka may make payments through Sri Lanka Rupee Accounts, only if they 

possess dual citizenship where one such citizenship is Sri Lankan. Foreign citizens having Sri Lankan 

citizenship should attach a certified copy of the citizenship certificate with the Application Form. 

 

Foreign citizens residing in Sri Lanka having valid residency visas should note that they cannot make 

remittances via cheques or bank drafts or bank guarantees drawn upon Sri Lanka Rupee accounts maintained 

with any Licensed Commercial Bank in Sri Lanka but may do so via an IIA account as detailed in Section 4.3.4 

above. Applications made by foreign citizens not in accordance to the foregoing shall be rejected. 

 

4.4 Rejection of Applications 

 

▪ Application Forms which are incomplete in any way and/or are not in accordance with the terms and 

conditions set out in this Prospectus and Introductory Document will be rejected at the absolute discretion 

of the Company/Joint Managers/Registrars to the Offer.  

▪ Any Application Form which does not provide the NIC, passport (where NIC is not available) or company 

registration number as the case may be, will be rejected. 

▪ Applications delivered by hand after 4.30 p.m. Local Time on the Offer Closing Date will be rejected. 

Applications received by courier/post after 4.30 p.m. Local Time on the succeeding Market Day 
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immediately following the Offer Closing Date, will also be rejected even if they carry a courier acceptance 

date/postmark date earlier than the Closing Date. 

▪ Applications made for less than One Thousand (1,000) Shares or for a number which is not in multiple of 

One Hundred (100) Shares will be rejected.  

▪ An Application which does not carry a CDS account number, or indicates a number of a CDS account 

which is not opened at the time of the closure of the subscription list (either at the time fixed for closing 

or on the date on which the Offering is subscribed), or which indicates an inaccurate/incorrect CDS 

account number, shall be rejected and no transfer of Shares will be made. 

▪ Application Forms stating third party CDS accounts instead of their own CDS account numbers, except in 

the case of margin trading accounts, will be rejected. 

▪ Applicants should apply only through one Applicant category and would be permitted to submit only one 

Application Form. Two or more Applications submitted by the same Applicant either under the same 

category or different categories will be construed as multiple Applications and will be rejected. 

▪ Application Forms submitted under a respective Applicant category, using the incorrectly colored 

Application Forms will be rejected. 

▪ The company reserves the right to reject multiple Applications and suspected multiple Applications which 

are not allowed, as mentioned in Section 4.2.1. 

▪ Payment for Applications accompanying two or more cheques, bank drafts or bank guarantees as 

mentioned in Section 4.3.1, will be rejected at the outset. 

▪ Applications made by individuals below 18 years of age or those in the names of sole proprietorships, 

partnerships, unincorporated trusts and non-corporate bodies will be rejected.  

 

Notwithstanding any provision contained herein, the Board of Directors shall reserves the right to refuse 

any Application or to accept any Application in full or part for any reason. 

 

4.5 Banking of Payments 

 

All cheques or bank drafts or bank guarantees received in respect of Applications will not be banked or called 

on until the Market Day after the Closure Date of the Subscription List, in terms of the CSE Listing Rules. 

 

4.6 Returning of Monies on Rejected Applications 

 

Where an Application Form is rejected, the cheque or bank draft or bank guarantee received in respect of 

the Application will be returned via ordinary post at the risk of the Applicant. In the case of Joint Applicants, 

the cheque or bank draft or bank guarantee received in respect of the Application will be returned to the 

first named Applicant. 

 

Where the Application Form is accepted and the cheque or bank draft or bank guarantee is not honored by 

the bank at the first presentation, the Application will also be rejected and the dishonored cheque or bank 

draft or bank guarantee will be returned via ordinary post at the risk of the Applicant. In the case of Joint 

Applicants, the dishonored cheque or bank draft or bank guarantee will be returned to the first named 

Applicant. 

 

4.7 Basis of Transfer 

 

The transfer of the Offered Shares will be made to the various categories of Applicants, as set out below: 
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Applicant Category Percentage of Offer (%) 

Unit Trusts * 10%  

Retail Individual 40%  

Non-Retail 50% 

 100% 

* Unit Trust Applicants should be growth or balanced unit trusts operated by managing companies licensed 

by the SEC, where such unit trusts comprise of not less than 500 unit holders resident in Sri Lanka who 

together hold at least 50% of that fund as per the Direction issued by the SEC (Ref: SEC/LEG/11/03/36 of 

10 March 2011). Only one Application should be made under each category. 

 

Applications submitted under the Unit Trust Applicant Category should accompany a confirmation by the 

trustee confirming that such unit trust is in conformity with the criteria defined by the SEC Directive dated 

June 06, 2011 (Ref: SEC/Leg/11/06/01) and CSE Listing Rules, 3.1.5(b)(ii). 

 

Local and foreign individual Applicant/s who apply for up to a maximum of 17,500 Shares (value of not 

more than LKR 100,000) will be deemed as Retail Individual applicants for share transfer purposes. 

 

Applicants who do not fall under the Retail Individual Applicant definition stated above will be deemed as 

Non-Retail applicants for Share transfer purposes. (All corporate bodies incorporated or established in Sri 

Lanka or outside Sri Lanka, global, regional or country funds approved by the SEC, shall fall under the Non-

Retail category irrespective of the quantum of Shares applied for). 

 

The Applicant categories have been selected to ensure the broadest possible spread of shareholders while 

treating all Applicants in a fair manner as may be decided by the Board at its discretion.  

 

In the event of an under-subscription in the Unit Trust Applicant category, the Retail Individual Applicant 

category shall be given first priority, in transfer of the undersubscribed Shares.  

 

In the event of an under-subscription in the Retail Individual Applicant category, the Unit Trust Applicant 

category shall be given first priority, in transfer of the undersubscribed Shares.  

 

In the event of an under-subscription in the Non-Retail Applicant category, Retail Individual Applicant 

category will be given first priority followed by Unit Trust Applicant category in the transfer of the 

undersubscribed Shares. 

 

Redistribution will not apply in the event of an oversubscription or undersubscription in all three categories 

stated above. 

 

Subject to the above, the Board of Directors of the Company will endeavour to decide and announce to the 

CSE the basis of transfers as soon as practicable so as to ensure compliance with the CSE Listing Rules. Upon 

the transfer being decided, an announcement will be made to the CSE. 

 

In the event of an over subscription of any one or all three categories mentioned above, the basis of 

transfer will be decided by the Board of Directors of the Company in a fair and equitable manner. 
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A written confirmation informing successful Applicants on their transfer of Offered Shares will be dispatched 

within ten (10) Market Days from the Closure Date as required by the CSE. 

 

4.8 Refunds on Applications 

 

Where an Application is accepted only in part or rejected in its entirety subsequent to cheques being realized, 

the balance/entirety of the monies received on Application as the case may be, will be refunded, such 

refunds will be made on or before the expiry of ten (10) Market Days from the Closure Date (excluding the 

Closure Date) as required by the CSE Listing Rules. As required by Section 2.4(k) of the CSE Listing Rules, 

Applicants would be entitled to receive interest at the rate of last quoted Average Weighted Prime Lending 

Rate (AWPLR) published during the immediately preceding week by the Central Bank of Sri Lanka or any 

other authority (in the event Central Bank of Sri Lanka ceases to publish the AWPLR) plus five per centum 

(5.00%) for the delayed period on any refunds not made by the expiry of the aforementioned period. 

 

Refunds via Sri Lanka Inter-bank Payment Systems (SLIPS) 

 

1. The refund payment will be made to the bank account specified by the Applicant through the SLIPS on 

or before the expiry of ten (10) Market Days from the Closure Date (Excluding the Closure Date) as 

required by the CSE Listing Rules and a payment advice shall be issued to the Applicant provided that 

the Applicant has submitted accurate and complete details of Applicant’s bank account in the 

Application Form. However, SLIPS transfers are subject to a maximum limit of Sri Lanka Rupees Five 

Million (LKR 5,000,000/-) imposed by the CBSL with effect from October 29, 2010 as per Operating 

Instruction Circular No. 11/2010 dated October 25,2010. 

 

2. Even though the Applicant has requested for SLIPS transfer for refund amounts and submitted accurate 

and complete details of the bank account in the Application Form, refund amounts exceeding Sri Lanka 

Rupees Five Million (LKR 5,000,000/-) will be made by a crossed cheque in favor of the Applicant and 

sent by ordinary post at the risk of the Applicant. In the case of a Joint Application, a crossed cheque will 

be drawn in favor of the Applicant whose name appears first in the Application Form. 

 

3. In the event the refund payment is effected via SLIPS based on the bank account details provided by the 

Applicant in the Application Form, but is rejected by the Applicant’s bank due to inaccurate or 

incomplete information, such refund payments would be made via a crossed cheque in favor of the 

Applicant and sent by ordinary post at the risk of the Applicant. In such instances, the Company together 

with the Registrars to the Offer will send the refund cheques to such Applicants at the earliest possible 

time and the Applicant should not hold the Company or the Registrars to the Offer accountable for such 

delays. 

 

Bank codes and branch codes could be obtained from the following website, through the Quick Links access; 

http://www.lankaclear.com/products_and_services/sl_interbank_payment_system_guideline.php 

 

Refunds via Crossed Cheque 

 

If the Applicant has not provided details of the bank account in the Application Form or has provided 

inaccurate or incomplete details of the bank account with respect to refunds via SLIPS, the refund 

payment will be made by a crossed cheque in favor of the Applicant and sent by ordinary post at the risk 

http://www.lankaclear.com/products_and_services/sl_interbank_payment_system_guideline.php
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of the Applicant. In the case of a Joint Application, a crossed cheque will be drawn in favor of the 

Applicant whose name appears first in the Applicant Forms. 

 

4.9 Successful Applicants and CDS Lodgment 

 

The Shares transferred will be directly uploaded to the respective CDS accounts given in the Application Form 

before the expiry of eighteen (18) Market Days from the Offer Closure Date as requested by the CSE Listing 

Rules.  

 

A written confirmation, upon the completion of crediting the respective CDS accounts will be sent to the 

shareholder within Two (02) Market Days of crediting the CDS accounts by ordinary post to the address 

provided by each shareholder in their respective Applications. 

 

Applicants have the option of having their Shares ‘locked’ in the CDS. Shares that are ‘locked’ will not be 

available for trading purposes and will not be visible to the participant. Such Applicants would have to fill in 

the relevant section in the Application Form for this purpose. If the Applicant has not specified that the 

Shares need to be deposited to his/her ‘locked’ balance in the CDS account, the said Shares would be 

deposited to Applicant’s ‘trading’ balance in the CDS account. 

 

Refer Section 4.2.1 for the definition of ‘locked’. 

 

Offered Shares shall not be transferable by the shareholders during the period between the date of transfer 

of the Offered Shares and up to the date of listing (excluding the date of listing) of the Ordinary Shares on 

the CSE. Further, the Company shall not allot any Shares of the Company or transfer Existing Ordinary Voting 

Shares (other than the transfer of Offered Shares) during the interim period between the date of the Initial 

Listing Application and the date of Listing of the Shares of the Company. 

 

Upon the Ordinary Shares being listed on the CSE, such Shares shall be freely transferable except for those 

Shares mentioned in Section 10.2 of this Prospectus and Introductory Document, which will be locked-in to 

be in compliance with CSE Listing Rules 2.1.1(e). 

 

4.10 Declaration to the CSE and Secondary Market Trading 

 

The Company will submit to the CSE a “Declaration” on the Market Day immediately following the day on 

which the Applicants’ CDS accounts are credited with the Offered Shares. Trading of the Ordinary Shares on 

the secondary market will commence on or before the third (3rd) Market Day from the receipt of the 

Declaration by the CSE as per the CSE Listing Rules. 
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5.0 BUSINESS OPERATIONS OF HNB FINANCE LIMITED 

 

5.1 Overview of HNB Finance Limited 

 

HNB Finance Limited was incorporated as a limited liability company in Sri Lanka on December 20, 1999 

under the Companies Act No. 17 of 1982 and was re-registered on May 05, 2009 under the Companies Act 

No. 07 of 2007. The Company was first established under the Ceylinco Group as a micro-financing institution 

under the name of Ceylinco Grameen Credit Co. Ltd. The Company had pioneered the ‘Grameen’ 

microfinancing model in Sri Lanka, which involves the disbursement of small-ticket loans to self-employed 

individuals at the grassroots levels of the economy. 

 

However, subsequent to the collapse of several unregulated financial institutions within the Ceylinco Group, 

the Company was acquired by the Prime Lands Group in 2011. Thereafter, it was renamed as Prime Grameen 

Microfinance Limited and became a fully-fledged finance company, licensed by the Monetary Board of the 

Central Bank of Sri Lanka under the Finance Business Act No. 42 of 2011. Subsequently, in 2014, 51% of the 

Company was acquired by Hatton National Bank PLC.  

 

In October 2018, the Company was renamed as ‘HNB Finance Limited’, poised to benefit from the 

relationship with the parent entity Hatton National Bank PLC.  

 

As at the date of this Prospectus and Introductory Document i.e. January 30, 2020, HNB Finance Limited is a 

subsidiary of Hatton National Bank PLC which holds 724,904,118 Ordinary Voting Shares of the Company 

which accounts for a 51% of the total Ordinary Voting Shares of the Company. 

 

5.2 Products Offered 

 

For the major part of the Company’s 19-year history, HNBF primarily served the low-income segment of the 

country with a portfolio of micro loan and deposit products. However, following the recent transition from 

a Grameen-based operation to a fully-fledged financial services institution, the Company now caters to all 

the financing, leasing and investment needs of the mainstream financial services market.  

 

Product Name Description 

Loan Products  

Diriya Micro Loan The Diriya Micro Loan is HNBF’s primary microfinance product which uses 
the Grameen model’s most renowned 'trust group' concept. The Company 
reaches out to economically disadvantaged female entrepreneurs, whose 
access to traditional forms of financial services is limited due to their lack of 
resources and social distinction. 
The instalments are collected on a weekly, bi-weekly or monthly basis 
through ‘meeting centers’, which has also created a platform for imparting 
knowledge to loan holders on best business practices and overcoming day-
to-day challenges. In a highly competitive arena, this has played a pivotal 
role in retaining existing customers. 
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Sahana Loan Sahana is a consumption loan granted to active members of the Diriya Micro 
Loan scheme.  It provides female borrowers a quick and easy way to gain 
access to small amounts of cash to meet urgent personal requirements, 
including the financing of social functions such as weddings and funerals, as 
well as unanticipated statutory payments. As is implied by the name of the 
product, this scheme aims to bring peace of mind to its borrower. Female 
borrowers can obtain a loan up to a maximum limit of LKR 15,000. Retention 
of customers is an added advantage gained through the provision of this 
loan facility. 

Divi Saru The Divi Saru Loan scheme is a hybrid product aimed at credit worthy Diriya 
customers to enable them to upgrad to individual loan schemes. This loan 
scheme also caters to new female customers as well as male customers 
successful small businesses. Customers can enjoy a repayment period of up 
to 24 months and obtain loans up to LKR 300,000. The Company expects this 
this loan scheme to help reduce the dependence on group-loan products. 

Swashakthi Loan The Swashakthi Loan scheme launched in 2014 caters to both male and 
female entrepreneurs. This loan scheme is designed to sustain the financial 
requirements of HNBF’s savings account holders while encouraging the 
concept of saving. Swashakthi also serves as the ideal stepping-stone for 
Diriya customers to receive new funding for the business expansions.  

Abhilasha Loan The Abhilasha Loan scheme is aimed at male and female individual 
entrepreneurs, and provides enhanced financial services with greater 
flexibility and prolonged repayment periods to meet the standards of the 
global microfinance industry. This loan scheme caters to individuals who 
wish to obtain loans up to LKR 2,000,000 and uses a guarantor-based lending 
model. 

Easy Loan The Easy Loan facility is granted to individuals in the SSE sector who hold 
current accounts at LCBs in Sri Lanka. This product offers straightforward 
and quick access to loan facilities for those who require urgent working 
capital financing up to LKR 5,000,000. 

Leasing Product The Leasing Product introduced in December 2015 caters to a wide 
spectrum of leasing solutions ranging from micro-leasing to vehicle leasing, 
for both existing and new customers. The primary objective of this product 
is to provide greater convenience to existing customers and to retain them 
with the Company by catering to their growing financial needs. 
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HNB Finance Relax 

Personal Loan Scheme 

The Relax Loan scheme was launched to capture the lending opportunities 
of employees in government and established private sector organizations. 
This personal loan scheme has been specially designed to provide financial 
solutions for salaried and permanent staff members of the above sectors to 
meet their numerous personal financial needs. 
 

Under the above scheme, group and individual loans are provided to 
applicants who meet the relevant eligibility criteria which are mainly linked 
with their salary. The monthly repayment of the loan is made directly from 
the employee’s salary and remitted to HNBF. Competitive interest rates are 
offered whilst the repayment period is more flexible extending up to a 
maximum period of five years.  

HNB Finance “SAVIYA” 
SME Loan Scheme 

The Saviya Loan scheme was introduced to support and strengthen the SME 
sector, which is a fast growing and significant segment of the economy. This 
loan will extend financial assistance to upcoming small businesses with 
potential to become a part of the SME category while also catering to 
existing SME clientele to develop and expand their businesses.  
 
The customers base of this loan scheme includes sole proprietorships, 
partnerships and limited liability companies engaged in businesses. They are 
eligible to enjoy facilities up to a maximum level of LKR 20 Mn under this 
scheme. In case of start-up businesses, HNBF provides funding up to 75% of 
the project cost subject to meeting pre-defined guidelines. Competitive 
rates of interest are considered to ensure a reasonable market share. 

As a value-added service for these SME clients, HNBF’s marketing executives 
are trained to assist clients after the disbursement of the loan to ensure 
proper use of funds, development of their business and to provide necessary 
guidance, as and when required. 

Nivahana Housing Loan The Nivahana housing product launched in December 2017 serves two 
categories of clientele. First category consists of Professionals and 
Businessmen who have a stable income stream. A 10-year loan can be 
obtained by professionals with a maximum loan amount of LKR 10 Mn.  
 
The second category consists of existing clients of the Company who have a 
proven track record of repayment. Existing clients are entitled for loans up 
to LKR 500,000 with a repayment period of three years.  
 
The housing loans are granted for the purchase of a fully completed or partly 
constructed house, construction of a house on land owned by the applicant, 
purchase of a bare land and construction of a house thereon, and for 
renovations and extensions to the existing houses. 

Gold Loans HNBF launched the Gold Loan product in November 2018. This product 
offers advances of up to 60% of the gold value and provides greater 
flexibility to customers through 1,3,6 or 12 months repayment plans. Plans 
to launch the product across 50 island-wide branches by the end of the 
financial year 2019/20 are well underway. 
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Deposit Products  

Fixed Deposits Fixed Deposit customers are catered to through the 48 branches and service 
centers of the Company and offered attractive interest rates on par with 
market conditions. Fixed Deposits terms range from six months to five years. 
A dedicated marketing team also provides doorstep customer service to the 
Company’s fixed deposits clientele. 

Savings Deposits The Company offers three savings products – “Miyulasi”, “Yalu” and “HNB 
Finance Savings Account”. The Miyulasi product was introduced as a savings 
scheme for female borrowers, with a view to inculcate the savings habit. 
Yalu was launched to instil the habit of saving in children while HNB Finance 
Savings Account is a general savings product catering to the masses.  

 
A new product ‘Sureki’ was launched in 2019, which encourages the savings 
habit of customers by rewarding depositors for consistently saving a 
minimum of Rs. 50 per week. 

 

While striving to cater to evolving needs of customers, HNBF introduced the novel concept of collections via 

Point of Sales (POS) machines and online methods for the HNB Finance Savings product, keeping in line with 

its aim to provide innovative solutions and convenience to its customers. 

 

Over the years HNBF has witnessed the social and economic development of its customer base and has been 

a part of many success stories of HNBF’s customers. The Company has also supported customers to move to 

become a part of the Small-Scale Enterprise (SSE) and SME categories.  

 

5.3 Accolades and Ratings 

 

Credit Rating from Fitch Ratings - Fitch ratings has affirmed a National Long-Term rating of A(lka) with a 

stable outlook for HNBF in 2019. 

 

‘A Great Place to Work’ - HNBF is the only finance company in Sri Lanka to be recognized as one of the top 

25 Great workplaces in Asia in 2019. The Company was also among the 25 great places to work in Sri Lanka 

in 2019 for the third consecutive year. 

 

National Business Excellence Awards 2018 - HNBF received the Silver Award in the Non-Banking Financial 

Services category at the National Business Excellence Awards (NBEA) 2018, organized by the National 

Chamber of Commerce Sri Lanka, in recognition of the Company’s continuous ability to enhance stakeholder 

value while also contributing to the economic growth of the nation.  

 

The Best CSR Finance Company 2019 - Sri Lanka by the International Business Magazine - UAE – HNBF 

received the “Best CSE Finance Company 2019 – Sri Lanka” award from the International Business magazine 

– UAE in October 01, 2019 as a recognition of HNBF’s CSR initiatives.   

 

Gold award in the banking and finance sector and Silver award in the overall category at the BestWeb.lk 

Awards – 2019 
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Silver award in the banking and finance sector for HNBF’s website at the W3 Awards 2019 - USA.   

 

Gold award for “Best Rural Activation” for HNBF’s brand awareness campaign at ACEF Awards 2019 – 

India. 

 

Award from the Credit Information Bureau, Sri Lanka - The Company has received a rating of A++ from the 

Credit Information Bureau of Sri Lanka (CRIB) for the year 2017.  

 

5.4 Branch Network 

 

Since its inception 19 years ago, the Company has steadily expanded its geographic reach within Sri Lanka   

from North to the South of the country, comprising a fully-fledged integrated branch network of 48 branches 

and 21 service centers. Furthermore, with the aim of enhancing experience and exposure of the customer 

base, the Company increased the meeting centers to 10,875 as at December 31, 2019. 

 

TABLE 5.1 – BRANCH DISTRIBUTION 

Province Number of Branches/Service Centres 

Northern Province 
3 Branches 

5 Service Centers 

North Central Province 
4 Branches 

3 Service Centers 

North Western Province 
6 Branches 

2 Service Centers 

Western Province 14 Branches 

Southern Province 
5 Branches 

3 Service Centers 

Eastern Province 
4 Branches 

3 Service Centers 

Central Province 
5 Branches 

3 Service Centers 

Uva Province 
4 Branches 

1 Service Centers 

Sabaragamuwa Province 
3 Branches 

1 Service Centers 

Total 
48 Branches 

21 Service Centers 

 

5.5 Human Resources 

 

The Company serves its client base with 1,953 employees as at December 31, 2019. As at the date of this 

Prospectus and Introductory Document, there were no labor unions, significant agreements entered into 

between the labor unions and the Company or actions pending against the Company in the Labor Tribunal. 

 

HNBF develops fresh talent by training school leavers by enhancing their knowledge base on the unique 

micro financing products rather than poaching talent from competitors. The training department also 
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ensures employees’ attitude development, assist to improve employees’ skill levels for facilitating promotion 

and delivering the service with a human touch in dealing with the community. HNBF also provides training 

to our customers to improve their financial literacy, promote positive thinking and product development. 

 

5.6 Future Outlook for HNB Finance Limited 

 

The transition from a Grameen-based operation to a fully-fledged finance company which caters to all 

segments of the market has been one of the most significant and remarkable milestones in the Company’s 

19-year history. Leveraging on this transition, the Company intends to enter a new phase in our continuing 

expansion and growth by offering a more comprehensive range of financial solutions which are closely 

aligned to the value proposition of the parent company- HNB PLC. The Company’s core values referred to as 

“InSPIRRE” (meaning - Integrity, Socially-conscious, Professionalism, Innovation, Respect, Relevance and 

Empathy) provides a solid platform for all employees to align to the Company’s vision to be recognized as 

the leader in providing innovative, technology-driven financial solutions with a human touch for all. 

 

To position HNBF as the preferred financial service provider in the market, a comprehensive, well-defined 

strategic business plan was drawn up in 2017 following a thorough market analysis. Revolving around several 

key strategic goals, HNBF’s business plan will remain flexible to enable adaptation to significant internal and 

external environment developments over time.  

 

The strategic business plan stresses on the importance of several key factors such as;  

▪ High quality human resources 

▪ Customer-centric product portfolio 

▪ Creating a multi-channel approach to support product delivery 

▪ Re-aligning branding and marketing  

▪ Leveraging technology for growth 

 

High quality human resources: Human resources is a critical factor in the business operations of HNBF and 

hence, the development and retention of high ability human resources is a key focus of the Company. As a 

result of the improved human resource policies and practices, HNBF has been recognized by the Great Place 

to Work Survey for three consecutive years and takes great pride in being the only finance company in Sri 

Lanka under the large category to be amongst the top 25 companies at Asia’s Best Workplaces 2019. Launch 

of career progression plans, implementation of employee training, and appraisal schemes would be the key 

focus areas in the coming years to improve and create human capital value. As part of the improvements to 

the human resources of the Company, as at the financial year end 2018/19, HNBF carried out an 

organizational re-structure exercise to remain relevant in the decades to come. As part of this organizational 

re-structure exercise, all functions of the Company were segregated within two broad units- the Business 

unit and the Services unit headed by the Deputy General Manager - Business and the Chief Operating Officer 

respectively. In line with the above, a Credit Administration Department has been established as at the date 

of this Prospectus and Introductory Document and will be fully functional by March 2020. The purpose of 

the said Credit Administration Department is to approve all loans with a specialized team in order to reduce 

the turnaround time of granting loans and improve the evaluation skills thus to manage the Non-Performing 

Loans ratio of the Company. 

 

However, job descriptions of several existing employees and future recruitment efforts of the Company have 

been impacted by the said organizational re-structure. Thereby the management of HNBF plans to engage 
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with a human resource consultant to critically evaluate the Job descriptions of existing employees and to 

improve efficiency of existing employees.  Moreover, HNBF has conducted a salary benchmark survey with 

a recognized service provider where the existing salary levels and critical job profiles of HNBF were compared 

against industry benchmarks. The results of this survey are expected to be utilized in setting salary levels of 

HNBF in the future. Furthermore, HNBF intends to implement the 9-box methodology, e-recruitment 

platform and an e-learning platform in the future under the objective of maintaining a high-quality human 

resource within the organization.  

 

Customer-centric product portfolio: A dedicated product development team continuously work towards 

developing new products and modifying existing products and services to make them more customer centric. 

Some strategies used include: undertaking a gap analysis to identify gaps that can be catered to, carrying out 

demand side and supply side market studies, identifying potential partners to collaborate with to launch new 

products through existing networks, improving the technology platform to support product changes, and 

identifying methods to improve fee-based products. It is the success of such strategies that has enabled the 

Company to introduce several products such as the Divi Saru Micro Loan product and the Gold Loans within 

the past year to cater different segments in the market. 

 

the Company intends to introduce a new savings product with special features attached in order to be in line 

with the Company’s objective of enhancing the low-cost funding base. As at the date of this Prospectus and 

Introductory Document, HNBF is in the process of finalizing agreements with educational institutes with 

regard to the above special savings product and aims to expand its reach towards vocational training 

institutes. Furthermore, HNBF plans to introduce a new consumer loan product aiming low salaried 

employees in the private and government sector. 

 

Multi-channel approach to support product delivery:  HNBF has partnered with agency channel providers, 

Mobitel and Dialog with the approval of the CBSL to enable due collection via their Island wide agent 

networks. The Company has already deployed Ez Cash and M-cash solutions for existing customer base to 

provide enhanced payment avenues.  To further strengthen the product offering and be on far with the 

industry, the Company has started rolling out internet and mobile banking solution. This will greatly enhance 

the savings product offering making it more attractive to our customers.  

 

Re-aligning branding and marketing: The Company has been the corporate rebranding exercise supported 

by a complementing marketing strategy which ensured that HNBF’s repositioning did not alienate existing 

stakeholders.  

 

Following is the branding and marketing strategy to drive the HNBF’s brand forward: 

 

The Company’s main objective is to increase brand affinity among identified key customer segment. The 

management of HNBF plans to achieve the said objective by establishing product brand via Above The Line/ 

Below The Line communication as required, strengthening on ground brand presence, driving reciprocal 

business and driving awareness among affluent business partners and driving consideration via 

differentiated positioning. 

 

Establishing product brand via Above The Line/ Below The Line communication – KPIs to increase brand 

equity: 

• Communication to focus on the experience vs product offering  
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• Drive media innovations vs drive share of voice  

• Strengthening digital media engagement  

• Improving imagery dimensions in awards and benefits  

 

Strengthening on going brand presence – KPIs to increase Top of Mind association: 

• Strengthen brand visibility in key urban towns with more focus on semi-permanent materials  

• Create close relationships with the local communities via regional activations 

• Strengthen brand presence at branches supported by Below The Line activations 

 

Drive reciprocal business and drive awareness amongst affluent business partners – KPIs to strengthen 

awareness of SME, SSE, and higher sectors: 

• Strengthen relationships with key SME/ SSE/ leasing dealer segments via supporting their key 

promotional activities  

• Build relationships with SME, SSE communities via associating with key business and social forums 

• Rewards and recognition 

 

Drive consideration via differentiated positioning: 

• Establish responsibility towards community via initiatives - health, education, empowering 

entrepreneurs and environment 

• Drive growth in life  

• Association with key religious and cultural events 

 

Enablers such as traditional media, paid and owned digital media platforms, key events, road shows 

sponsorship, point of sales materials. 

 

HNBF’s point of difference, socially responsible technologically superior and customer centric finance 

company which is affiliated to HNB. The Company has successfully concluded a number of CSR and 

sustainability initiatives under health, education, empowering entrepreneurs & environment and the 

Company intends to continue its positive impact the community in the future. In recognition of our 

commitment for being socially responsible, HNBF were awarded the ‘The Best CSR Finance Company 2019 - 

Sri Lanka’ by the International Business Magazine-UAE.  

 

Technologically superior – Customer of HNBF are being driven in to new payment channels via relationship 

management systems and targeted communication methods. Also, new digital channels have been 

implemented by HNBF to attract potential customers. HNBF’s trilingual website has been the heart of the 

Company’s digital ecosystem and HNBF’s website was awarded with the Gold award in banking and finance 

sector and with the Silver award in the overall category at the BestWeb.lk awards 2019. Moreover, HNBF’s 

website was awarded the Silver award in the banking and finance sector at the w3 awards 2019 – USA. 

 

Customer centric – As HNBF serves its customers with customer centric products, HNBF continues to 

enhance their experience by engaging with them at every possible opportunity.  The number of customer 

promotions, giveaways and the happy customer testimonials is a testament for HNBF’s customer centric 

approach. The Company won the Gold for ‘Best Rural Activation’ for brand awareness at ACEF Awards 2019 

- India.  
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Leveraging technology for growth: Keeping in line with the aim to provide ease of access to the customer 

base, the Company intends to introduce new technology that will bring in operational efficiencies to benefit 

both the customers as well as the Company. HNBF is also conducting a Business Process Reengineering 

exercise to further improve efficiencies. 

 

HNBF has initiated customer relationship management, document management and delinquency 

management solutions in order to improve customer satisfaction, internal efficiencies and security of the 

information which HNBF possesses while reducing the operations costs. Furthermore, the Company is 

currently evaluating the possibilities of using Big Data Analytics, Machine Learning and adoptability of 

Robotic Process Automation in order to facilitate proactive decision making and achieve visibility of the 

overall organizational performance. 

 

The risks associated with the future plans of the Company are discussed under Section 11 of this Prospectus 

and Introductory Document.          

 

5.7 Assumption Related to the Future Plans of HNB Finance Limited 

 

The above-mentioned future plans of the HNBF would be dependent on market and industry conditions 

prevailing at the time of execution. Furthermore, the strategies are also based on the primary assumption 

that there will be no material changes in the regulatory environment. Any significant changes in the 

economy, industry, competition or regulatory environment may require an amendment to the plans and 

strategies of the Company. The following assumptions were made when developing the aforementioned 

plan.  

 

Regulatory Environment of the Finance Industry – The Non-Banking Financial Institutions (NBFI) sector is 

heavily regulated by the CBSL and the Company’s strategies for the future are based on the assumption that 

the finance industry’s regulatory environment will not undergo any major changes including restrictions on 

entering new markets, restrictions on interest rates or fees or any other regulations that will have an adverse 

effect on the Company and its operations. 

 

Regulatory Environment of Microfinance – It has been assumed that there will be no material changes in 

the regulatory environment with regard to microfinance such as restrictions on interest rates and interest 

margins specifically with regard to microfinance products, restrictions on the introduction of new products, 

etc. Microfinance has contributed the major portion to the Company’s profitability in the past, which has 

reduced over the last couple of years due to the introduction of new products as well as the deliberate 

attempt to reduce exposure to microfinance as directed by the CBSL.  Regulation of the microfinance 

business through the Microfinance Act of 2016 is expected to favorably affect the industry competition and 

regulatory pressures. 

 

Leasing Industry – Since the newly introduced leasing sector is expected to increase its contribution towards 

the financial position and performance, it has been assumed that there will be no adverse conditions such 

as regulatory pressures, drastic decline in vehicle imports leading to lower demand for leasing, etc., affecting 

the leasing industry. 
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Adverse Weather Patterns – As a major part of HNBF’s customer base is engaged in industries which are 

subject to volatilities in weather, it has been assumed that there will be no significant adverse weather 

situations which will affect their repayment abilities. 
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6.0 MANAGEMENT DISCUSSION AND ANALYSIS 

 

6.1 Summarized Financials for the Five Years Ended March 31, 2019 

 
TABLE 6.1 – SUMMARIZED AUDITED INCOME STATEMENTS 

(LKR Mn)  

For the Year Ended March 31, 
2015 2016 2017 2018 2019 

CAGR 

(%) 

Interest Income  2,468   3,906   5,327   6,538  7,229 30.82% 

Interest Expenses  (716)  (996)  (1,466)  (2,373) (2,802) 40.65% 

Net Interest Income  1,752   2,911   3,861   4,164  4,427 26.08% 

Net Fee and Commission Income  226   410   572   581  625 28.96% 

Total Operating Income  2,013   3,387   4,670   4,989  5,337 27.60% 

Impairment Charges for Loans  (70)  (110)  (708)  (685) (843) 86.29% 

Net Operating Income  1,942   3,277   3,963   4,303  4,494 23.34% 

Total Operating Expenses (1,123) (1,455) (1,956) (2,276) (2,728) 24.84% 

Operating Profit before VAT and NBT  819   1,822   2,007   2,027  1,765 21.16% 

Operating Profit after VAT and NBT  657   1,545   1,626   1,583  1,262 17.73% 

Profit for the Year  535   1,110   1,059   1,012  831 11.64% 

Earnings per Share (LKR)  0.31   0.65   0.62   0.59  0.48 11.55% 

 

TABLE 6.2 – SUMMARIZED AUDITED STATEMENT OF FINANCIAL POSITION 

(LKR Mn)  

For the Year Ended March 31 
2015 2016 2017 2018 2019 

CAGR 

(%) 

Assets       

Loans and Advances 5,725 9,138 13,764 19,045 25,471 45.24% 

Financial Investments 2,017 2,667 2,078 2535 2500 5.68% 

Property, Plant and Equipment 880  950 1119 1,159 1,420 12.70% 

Total Assets 10,086 14,376 19,553 25,339 32,929 34.42% 

       

Liabilities       

Deposits 7,558 10,420 14,040 18,821 22,632 31.55% 

Debt and Other Borrowed Funds 815 910 1,333 1,178 4,218 50.82% 

Total Liabilities 8,813 11,984 16,163 21,208 28,300 33.86% 

Total Shareholders’ Fund 1,273 2,392 3,390 4,130 4,629 38.10% 

Total Liabilities and Shareholder’s 

Funds 

10,086 14,376 19,553 25,339 32,929 34.42% 

 

TABLE 6.3 – KEY FINANCIAL RATIOS 

For the Year Ended March 31, 2015 2016 2017 2018 2019 

Net profit margin* 30.54% 38.13% 27.43% 24.30% 18.77% 

Return on equity** 53.12% 60.58% 36.62% 26.91% 18.96% 

Gearing ratio*** 39.04% 27.55% 28.23% 22.20% 47.67% 

Interest cover ratio**** 2.15 2.83 2.37 1.85 1.63 

 *Net profit margin = Net profit for the period/ Net interest income for the period 
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 **Return on equity = Net profit for the period/ Average total equity during the year or period 

 ***Gearing ratio = Interest bearing borrowings / (Interest bearing borrowings + Total shareholders’ funds) 

 ****Interest cover ratio = Earnings before interest and tax for the period/ Interest expenses for the period  

 

6.2 Net Interest Income 

 

HNBF’s interest income which was LKR 1,689 Mn in 2013/14 continued its growth trajectory posting a CAGR 

of 33.75% from 2013/14 to reach LKR 7,229 Mn in 2018/19. The growth was significant from 2013/14 to 

2015/16 due to the low bases of the previous years and has since stabilized to sustainable levels. The 

economic slowdown together with the overall industry downturn has also caused the growth in interest 

income to reduce over the previous three years.   

 

With the aim of reducing the excessive dependence on microfinance lending, HNBF has introduced new 

products such as leasing and gold loans during the last few years. Moreover, HNBF plans to introduce other 

new products such as auto draft loans and supplementary SME and SSE products to comply with the strategy 

of reducing the exposure to the microfinance industry. 

 

The interest expenses increased by 18.06% in 2018/19 reflecting the increased borrowing interest rates 

despite the lending rates being maintained at the same level as the previous year. However, due to the 

initiatives taken by the CBSL to reduce the policy interest rates, HNBF expects a reduction in total interest 

expenses going forward. 

 

Net interest income surpassed LKR 4.4 Bn by the end of the financial year 2018/19 recording a net growth 

of 6.31% for the year. 

 
GRAPH 6.1 – NET INTEREST INCOME 

 
Source – HNBF 
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6.3 Profitability 

 

The personnel costs increased by 11.53% in 2018/19 lower than the growth of 17.43% in the previous year. 

The lower growth was achieved by the use of technology to improve employee efficiency even with an 

expanding employee base. During 2018/19, the Company continued to invest in information technology 

infrastructure with the view to capturing new markets and distribution channels as well as to introduce new 

products.  

 

The cost to income ratio increased from 46.76% to 51.12% in 2018/19. This is mainly attributed to the growth 

in expenses despite the subdued income growth, the difficult market operating conditions and the expansion 

in employee cadre with the growth of the Company’s product portfolio. The investment in technology 

together with stringent cost management initiatives adopted by the Company is expected to facilitate future 

cost savings. 

 

The Value Added Tax (VAT) expense increased during 2018/19 mainly due to the higher tax base.  

The increase in the interest and operating expenses together with the slower growth in interest income due 

to the difficult economic and market conditions was reflected in the declined profit of LKR 831 Mn in 

2018/19. 

 

HNBF reached a milestone in its profitability during 2015/16 by recording a Profit After Tax (PAT) exceeding 

LKR 1 Bn for the first time since inception.  However, the profitability of the Company has been stagnant 

over the previous three financial years due to the reasons mentioned above. 

 

The Earnings per Share (EPS) was recorded at LKR 0.48 per share for the financial year 2018/19, a 18.64% 

decline from LKR 0.59 per share in the previous year. 

 

GRAPH 6.2 – PROFIT AFTER TAX, RETURN ON EQUITY AND RETURN ON ASSETS 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  41 

 

Source – HNBF 

* Return on Equity = Net profit for the period/ Average total equity during the year or period 

** Return on Assets = Net profit for the period/ Average total assets during the year or period 

 

The Company’s Return on Assets (ROA) was 2.85% in 2018/19 while the Return on Equity (ROE) was 18.96%, 

down from the previous year’s 4.51% and 26.91% respectively. The shift towards collateral based products 

which are generally low yield products, such as leasing, caused the asset base to increase significantly while 

the profitability increased marginally, thus, resulting in the lower ROA. The growing equity base together 

with the declining profit has resulted in reducing the ROE over the last two years. 

 

Furthermore, the mandated change from the use of the accounting standard LKAS 39 to SLFRS 9 that came 

into effect during the financial year 2018/19 has resulted in higher impairment charges to financial assets. 

As a result, impairment charges have increased to LKR 843 Mn in the year under review compared to LKR 

685 Mn in the previous year. This negatively impacted pre-tax profitability of HNBF recording only a modest 

pre-tax profit of LKR 1,766 Mn during the financial year 2018/19, compared to LKR 2,027 Mn in the previous 

financial year. The profit after tax recorded in 2018/19 has been further impacted by the new tax directive 

which introduced a Debt Repayment Levy (DRL) of 7% with effect from 01 October 2018.   

 

By implementing best practices and strategies during 2018/19 to curb increasing expenses on operational 

activities, the management of HNBF forecasts an accelerated growth rate in revenue and enhanced 

profitability over the short-term which is expected to create higher value to stakeholders. 

  

6.4 Lending Portfolio 

 

The total loans and advances (including rentals receivables and stock out of /leasing products) of HNBF 

reached LKR 25.5 Bn by the end of the financial year 2018/19 recording a growth of 33.74%. Keeping in line 

with the Company’s objective of serving a wider portion of the population as well as CBSL’s directive to 

reduce the exposure to the microfinance segment, a material portion of the lending portfolio’s growth (pre-

impairment) in 2018/19 was derived from leasing products (a YoY growth of LKR 3.9 Bn on leasing products 

whereas the total growth of the lending portfolio was LKR 7.7 Bn in 2018/19). This shift is clearly seen in the 

product mix given in the charts below. Loans comprise of all microfinance, SSE and SME lending products 

while other is comprised of gold loans, savings, advances and loans against deposits. Since the introduction 

of the leasing product in 2015/16, this product has shown an exponential growth, claiming a 31.13% share 

of the total disbursements to customers before impairment in 2018/19.  
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GRAPH 6.3 – DISBURSEMENT OF LOANS AND ADVANCES BY PRODUCT (BEFORE IMPAIRMENT) 

 
Source – HNBF 

 

Of the microfinance products, Diriya continued to contribute the largest portion in 2018/19. Further changes 

are expected to the product mix in the next few years keeping in line with the requirement to diversify the 

portfolio and reduce exposure to microfinance. The Company has also introduced housing loans as well as 

gold loans to assist in the diversification exercise. Furthermore, the Company is expecting to reduce its 

exposure to the agriculture segment to mitigate the risk of volatile earnings due to adverse weather patterns.   

 

During 2018/19, the disbursements under the main loan products - Diriya micro loan and Sahana interim 

loans, amounted to LKR 12.7 Bn. The SSE loans such as Easy Loan, Abhilasha and Swashakthi recorded a 

disbursement of LKR 3.9 Bn in 2018/19 up from the LKR 3.4 Bn in the previous year with Easy loans 

contributing the highest growth with a disbursement of LKR 2.1 Bn, closely followed by a LKR 1.4 Bn 

disbursement through the Abhilasha loan scheme. Moreover, the recently introduced SME products such as 

Relax, Saviya and Nivahana; accounted for 8.73% (LKR 1.58 Bn) of the total loans and advances given to 

customers (pre-impairment) in 2018/19.  

 

With the significant negative impact that adverse weather had on the agriculture and agri-based industries 

and businesses, the Company’s Non-Performing Assets (NPA) ratio underwent a substantial pressure 

increase recording 8.85% by the end of the financial year 2018/19 up from 3.79% in the previous year.  

 

6.5 Other Assets 

 

Financial investments accounted for 7.64% of the total assets in 2018/19 out of which, held to maturity 

financial instruments represented 98.87%. However, the aforesaid is a decline of 243 basis points compared 

to the previous year where the total financial investments (LKR 2.55 Bn in 2017/18) represented 10.07% of 

the total assets of the Company. However, in the financial year 2017/18, held to maturity instruments 

accounted for 98.88% of the total financial investments.  

 

The total assets increased by 29.96% in 2018/19 reaching LKR 32.9 Bn.  
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6.6 Funding Portfolio 

 

The deposit base surpassed LKR 22.6 Bn in 2018/19 recording an increase of 20.25%, with the fixed deposits 

increasing by 22.14% and savings deposits increasing by 9.03%. Fixed deposits continue to be the main 

source of funding, accounting for over 85% of the funding portfolio. 

 

6.7 Equity 

 

Prior to being acquired by Prime Lands, HNBF had accumulated significant accumulated losses which reached 

LKR 3.9 Bn by the end of the FY 2012/13. The turnaround in the post Prime Lands acquisition and the 

acquisition by HNB PLC, resulted in the retained losses reducing to LKR 3.2 Bn by end the FY2014/15. 

 

To wipe out the major portion of the accumulated losses, HNBF carried out a capital reduction exercise 

during the FY 2015/16, which amounted to LKR 3,672 Mn. This, together with the profit recorded during the 

FY 2015/16 resulted in the accumulated losses amounting to LKR 1.4 Bn while the stated capital (Voting and 

Non-Voting) reduced to LKR 223.5 Mn by the end of 2015/16 from LKR 3,895 Mn recorded in 2014/15. 

 

The subsequent three years resulted in steady profits being realized by the Company, thereby affirming the 

stability of HNBF with the accumulated profits increasing to LKR 2.7 Bn by the end of the FY 2018/19, after 

the disbursement of healthy dividends to shareholders.  

 

6.8 Capital Adequacy 

 

As at the end of March 2019 the Company’s Core Capital (Tier I) ratio was 8.35% while the total risk weighted 

capital (Tier I and II) was 10.10%, despite recording a dip over the previous year mainly due to the growth of 

the leasing and micro finance portfolio which are considered higher risk weighted assets. The Company’s 

financial stability and the ability to absorb any unexpected losses is illustrated by the maintenance of the 

Core Capital requirements above the statutory requirements of 6% and 10% for Tier I and Tier II, respectively.  

 

TABLE 6.4 – COMPLIANCE OF CAPITAL ADEQUACY RATIO REQUIREMENTS – LFC’S WITH ASSETS LESS THAN LKR 100 BN 

 March 31, 2019 July 31, 2019 July 01, 2020 July 01, 2021 

 
CBSL 

requirement 
HNBF 

compliance 
CBSL 

requirement 
HNBF 

compliance 
CBSL 

requirement 
CBSL 

requirement 

Tier 1 
capital % 

6.00 8.35 6.50 9.64 7.00 8.50 

Total 
Capital % 

10.00 10.10 10.50 11.12 11.00 12.50 

  



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  44 

 

7.0 FINANCE SECTOR IN SRI LANKA 

 

7.1 Overview 

 

The Licensed Finance Companies (LFC) and Specialized Leasing Companies (SLC) are classified under one 

category by the CBSL and therefore, the analysis and data provided below would consist of both sectors.  

 

LFC and SLC sector, which accounted for LKR 1,431 Bn representing 7.6% of Sri Lanka’s financial system in 

terms of the total assets, has played a vital role in the financial sector in 2018, although the performance 

was subdued during the year when compared with the previous years, in terms of credit growth, profitability 

and non-performing loans. LFC and SLC sector assets recorded a growth of 5.6% during 2018 down from the 

11.8% and 21.7% growths recorded in 2017 and 2016 respectively, mainly due to lower credit growth (CBSL 

Annual Report 2018).  

 

7.2 Business Growth 

 

This sector comprised of 43 LFCs and five SLCs by the end 2018. During 2018, the LFC and SLC sector branch 

network expanded by 11 to 1,373 with 658 other outlets of LFCs and SLCs (CBSL Annual Report 2018). The 

Western Province had the largest concentration of branches (c.32%) with Southern, North Western and 

Central Provinces each having an approximate concentration of 11%. 

 

TABLE 7.1– DISTRIBUTION OF BRANCHES OF LFCS AND SLCS BY PROVINCE 

Province 2017 2018 
Movement during 

the Year 

Western  442   446   4  

Southern  148   151   3  

Sabaragamuwa  111   110   (1) 

North Western  147   148   1  

Central  152   158   6  

Uva  68   68   -    

North Central  100   98   (2) 

Eastern  110   110   -    

Northern  84   84   -    

Total  1,362   1,373   11  

Source: Central Bank of Sri Lanka – Annual Report 2018 

 

7.3 Assets and Liabilities 

 

The growth of the total asset base of the LFC and SLC sector reduced to 5.6% in 2018, down from 11.8% in 

2017, continuing the reducing trend from the annual growth rates of approximately 20% recorded prior to 

2017. The slower growth was mainly due to the moderate economic growth and lower lending towards 
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vehicles due to fiscal and macroprudential policy measures taken by the government to curtail the vehicle 

importation and lending for same (CBSL Annual Report 2018).  

 

The gross finance leases, the secured loans and advances, pawning advances and loans against deposits 

contributed positively towards the asset growth while hire purchase recorded a decline of LKR 8 Bn in 2018 

(CBSL Annual Report 2018). 

 

The investment portfolio of the sector also recorded a decline of 7.1% in 2018 (5.7% increase in 2017) mainly 

due to the reduction in the market value of investments, while other assets recorded a growth of 2.7% mainly 

due to higher placements with banks and financial institutions (CBSL Annual Report 2018). 

 

TABLE 7.2– COMPOSITION OF ASSETS AND LIABILITIES OF THE LFC AND SLC SECTOR 

Item (LKR Bn) 2017 2018 
Change 

(%) 

Assets       

Loans and Advances  1,057   1,137  7.6% 

Investments  118   110  -7.1% 

Other  180   185  2.7% 

Total Assets  1,355   1,431  5.6% 

     

Liabilities    

Total Deposits  687   717  4.4% 

Total Borrowings  396   464  17.1% 

Capital Elements  170   184  8.2% 

Other  103   67  -34.7% 

Total Liabilities  1,355   1,431  5.6% 

Source: Central Bank of Sri Lanka – Annual Report 2018 

 

Similar to 2017, customer deposits accounted for the majority of total liabilities in 2018 while the total 

sectoral borrowings increased by 17.1% during the year. (CBSL Annual Report 2018).  

 

The steps taken by LFCs and SLCs to meet the LKR 1.5 Bn minimum core capital requirement together with 

the profits generated resulted in the capital elements to increase by 8.2% in 2018 (CBSL Annual Report 2018).  

 

7.4 Risk Management 

 

Credit Risk: The economic slowdown in 2018 together with the adverse weather experienced during the year 

resulted in the increased gross Non-Performing Loans (NPLs) and the relevant ratios. NPLs increased by 41% 

to LKR 93 Bn in 2018 causing the gross NPL ratio to increase to 7.7% from 5.9% in 2017. The net NPL ratio 

also increased during the year with the reduced provision coverage ratio. Net NPL ratio stood at 2.4% in 

2018, up from 1.5% in 2017, while the provision coverage ratio was 57% (64% in 2017) with the total 

provisions being LKR 53 Bn in 2018 up from LKR 42.2 Bn in 2017. These increasing NPAs and related ratios 

show signs of the deteriorating asset quality of the sector (CBSL Annual Report 2018).  
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GRAPH 7.1– NON-PERFORMING ADVANCES OF THE LFC AND SLC SECTOR 

 
Source: Central Bank of Sri Lanka – Annual Reports 2016 and 2018 

 
The NPAs are expected to increase further in 2019 if the adverse weather conditions continue and due to 
the Debt Relief program, which was introduced by the Ministry of Finance and Mass Media in August 2018, 
while the adoption of SLFRS 9 is also expected to challenge the credit risk of the sector.  
 
Market Risk: Due to the relatively low exposure to trading portfolio and foreign currency transactions, the 

sector experienced a minimal market risk. The increasing trend in the interest rates towards the end of 2018 

slightly increased the sector’s interest rate risk. The negative mismatch in the maturity profile of interest-

bearing assets and liabilities assisted in maintaining a positive net interest margin (CBSL Annual Report 2018). 

 

Liquidity Risk: The overall statutory liquid assets available in the LFC and SLC sector by the end of 2018 were 

at a surplus of LKR 25.6 Bn from the stipulated minimum requirement of LKR 88.2 Bn. A decrease in the 

surplus was observed during the year causing the liquid assets to total assets ratio to reduce to 7.6% from 

8.9% in 2017, while the liquid assets to deposits ratio remained well above the minimum requirements (CBSL 

Annual Report 2018).  

 

7.5 Profitability 

 

During 2018, the LFC and SLC sector profits recorded a decline mainly due to the increased funding cost, 

increase in the loan loss provisions as well as the increase in staff costs. The net interest margin marginally 

reduced to 7.4% in 2018 from 7.7% in 2017, due to the 4.3% increase in interest income and the 2.9% 

increase in interest expense. Default charges and other service charges contributed towards the increase in 

non-interest income. Overall profitability of the sector recorded a decline of 17.2% reaching LKR 21.4 Bn 

from the profit of LKR 25.8 Bn recorded in 2017 (CBSL Annual Report 2018). 
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TABLE 7.3– COMPOSITION OF INCOME AND EXPENSES OF THE LFC AND SLC SECTOR 

Item Amount (LKR Bn) Growth 

 
2014 2015 2016 2017 2018 Amount 

(LKR Bn) 

% 

Interest Income  131.2   150.4   188.9   231.5   241.5   9.9  4.3% 

Interest Expenses  69.1   68.2   96.8   128.9   132.6   3.8  2.9% 

Net Interest Income  62.1   82.2   92.1   102.6   108.8   6.1  6.0% 

Non-Interest Income  20.4   22.8   28.3   34.0   38.1   4.1  12.1% 

Non-Interest Expenses  47.6   67.0   65.5   80.0   81.2   1.2  1.5% 

Loan Loss Provisions (Net)  11.0   9.0   7.6   13.5   25.9   12.4  91.9% 

Profit Before Tax  23.9   28.5   47.2   43.2   39.7   (3.5) (8.1%) 

Profit After Tax  14.8   15.2   31.5   25.8   21.4   (4.4) (17.2%) 

Source: Central Bank of Sri Lanka – Annual Reports 2015, 2017 and 2018 

 

GRAPH 7.2– PROFITABILITY INDICATORS OF THE LFC AND SLC SECTOR 

 
Source: Central Bank of Sri Lanka – Annual Reports 2015 and 2018 

 

The sector experienced a peak in its performance during 2016 which was subdued in 2017 and 2018 due to 

the low credit growth, reduced Net Interest Margin (NIM) and increasing provisions etc. The profitability 

indicators of the sector, i.e. ROA and ROE decreased further to 2.7% and 12.1%, respectively, in 2018 from 

3.2% and 16.1% in 2017.  

 

7.6 Capital 

 

The total regulatory capital increased to LKR 160.8 Bn by the end of 2017 mainly due to the efforts taken by 

companies in the sectors to meet the minimum capital requirements. The capital adequacy ratios (CAR) of 

the sector remained above the required minimum levels, although both the core capital ratio and the total 

CAR decreased in 2018 to 9.9% from 11.2% and 12.4% from 13.1%, respectively (CBSL Annual Report 2018).  
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7.7 Microfinance Industry in Sri Lanka 

 

Microfinance is a source of financial services for individuals lacking access to or without access to traditional 

banking services. The customers of the microfinance industry are the individuals and businesses with 

regular income, generally from self-employment activities, who lack the conventional collateral to obtain 

bank loans.  

 

Although financial exclusion has reduced rapidly over the last few years, it is still widespread and the 

potential for growth in the microfinance industry remains vast. With the rapid development in the 

microfinance industry in many countries and regions, industry players have evolved and grown with the 

initial client groups to provide services for both the micro and Small and Medium Enterprises (SME) sectors 

of the market. As a result, at present a higher focus is placed on Micro and SME (MSME) financial institutions 

globally. 

 

Microfinance in Sri Lanka has a history of over 100 years with the establishment of Thrift and Credit Co-

operative Societies (TCCSs) which were introduced by the British colonial administration. Over the years, 

Multi-Purpose Co-operative Societies (MPCSs), SANASA, Co-operative Rural Banks (CRBs) and Regional 

Rural Development Banks (RRDBs) were set up to provide access to financial services to the remote rural 

population and smallholders. In the late 1980s and early 1990s many local and international Non-

Governmental Organizations (NGOs) entered the microfinance business, which was initially combined with 

social and community development activities. 

 

However, commercialization of the group lending mode of the microfinance industry can be traced back to 

the year 2000 with the adaptation of the ‘Grameen’ model by HNB Finance Ltd, then known as Ceylinco 

Grameen Credit Co. Ltd. 

 

Over the years, with economic development and because of many poverty alleviation initiatives 

undertaken, many households have risen above the poverty line. Permanent and sustainable access to 

finance is a successful method used to assist households to rise above and remain above the poverty line. 

Microfinance is a more suitable approach to poverty alleviation than charitable aid since it is sustainable 

and creates independence from aid, rather than a dependence on aid; and secondly, it is passed directly on 

to individuals who require it, thus bypassing certain bureaucracies and corruption.  

 

Collateral considerations and the difficulties and time-consuming application process of obtaining loans 

from LCBs and LSBs have been identified as being the main reasons for the preference for microcredit. The 

current macroeconomic landscape of the country is also conducive to promote the microfinance business, 

which is further supplemented by the national policy of the country which supports financial and social 

inclusivity together with initiatives which propagate financial literacy.  

 

At present, in Sri Lanka, microfinance products are mainly provided by formal financial institutions such as 

banks, and leasing and finance companies; and semi-formal institutions such as co-operative societies, Non-

Governmental Organization microfinance institutions (NGO MFIs), community-based organizations and 

state programs such as Samurdhi. In addition to these, informal sources such as money lenders and rotating 

savings and credit associations also provide financial services to the communities who are not catered to 

by formal and semi-formal financial institutions.  
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With the rapid growth in assets and the extensive outreach leading to the development in the microfinance 

sector, many experts expressed concerns over the regulation and governance-related issues. Although the 

LCBs, LSBs, LFCs, SLCs, Co-operative societies, etc., are regulated and supervised by specific regulatory 

bodies, the NGO MFIs were not under the scrutiny of any institution, and the existing regulatory framework 

was not specific to the microfinance business segment.  

 

As a result of these concerns, the Government passed the Microfinance Act of 2016, in May 2016, which 

aims to regulate the industry and license and monitor the players.  

 

Industry experts believe that the microfinance industry will experience some changes over the next few 

years as discussed below; 

▪ Stricter Regulatory Environment - Following up on the recently introduced Microfinance Act of 2016, the 

regulators are likely to introduce added regulatory measures mainly to ensure that the industry’s 

practices are streamlined.  Furthermore, owing to the recent issues relating to the repayment abilities of 

microfinance borrowers, stricter regulations are expected to be imposed within the microfinance 

industry. 

▪ Revision to the Repayment Practices - Due to the heavy involvement of female customers and the social 

implications of attending the weekly meetings and collection centers, the industry may evolve to alter 

the current weekly repayment practices to allow fortnightly or monthly repayments. 

▪ Technological Advancements - With the maturity of the industry and its players, technology is expected 

to play a major role in the future development of the industry. Repayment through mobile cash, newer 

loan disbursement methods, balance transfers and online utility bill payment options, etc., are expected 

to be introduced by industry players. 

▪ Government Incentives: For the purposes of achieving macro level targets such as financial inclusion, the 

government is likely to incentivize the microfinance sector. 

▪ Monitoring by Central Bank - The monitoring of microfinance institutions by the Central Bank is likely to 

be shifted to a regional level through the utilization of regional monitoring boards. 

 

  



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  50 

 

8.0 CORPORATE STRUCTURE 

 

8.1 Board of Directors 

 

The Board of Directors guide and supervise the business and operations of the Company. The Board consists 

of three (03) Independent Non-Executive Directors, four (04) Non-Executive Directors, and one (01) 

Executive Director who is the CEO/Managing Director. As at the date of this Prospectus and Introductory 

Document, the composition of the Board is as follows. 

 

TABLE 8.1– DETAILS OF HNB FINANCE LIMITED BOARD OF DIRECTORS 

Name Address Designation 

Mr. A. J. Alles Apt.  4/3, Sunset Wing, Trillium 

Residencies, 153, Elvitigala 

Mawatha, Colombo 08 

Chairman / Non-Independent Non-

Executive Director 

Mr. B. Premalal No. 75, D S Senanayake Mawatha, 

Colombo 08 

 

Deputy Chairman / Non-Independent 

Non-Executive Director 

Mr. B. M. D. C. 

Prabhath 

No. 211, Lake Drive, Rajagiriya Managing Director/ Chief Executive 

Officer 

Dr. S. U. H. Fernando No. 32/4, Bellanwila, 

Boralesgamuwa 

Independent Non-Executive Director 

Mr. A. S. Wijesinha No 8, Stubbs Place, Colombo 05 Independent Non-Executive Director 

Mr. P. A. H. D. 

Wijesundara 

No. 155/34, Pannipitiya Road, 

Battaramulla 

Independent Non-Executive Director 

Mr. A. G. R. 

Dissanayake 

No. 23B, College Street, Colombo 13 Non-Independent Non-Executive 

Director 

Mr. M. Perera Apt. 6/4, 18, St. Anthony’s 

Mawatha, Colombo 03 

Non-Independent Non-Executive 

Director 

 

8.2 Profiles of the Board of Directors 

 

Mr. A. J. Alles - Chairman / Non-Independent Non-Executive Director 

Mr. Alles was appointed Chairman of HNB Finance Limited in the year 2014. He also holds the position of 

Managing Director/Chief Executive Officer of Hatton National Bank PLC and counts over 32 years of banking 

experience having served several international banks including the HSBC, Dubai; Saudi British Bank, Riyadh; 

HSBC, Sri Lanka; and National Bank of Abu Dhabi. Mr. Alles is also the Chairman of Acuity Partners (Private) 

Limited and is the immediate past Chairman/Director of Lanka Financial Services Bureau Ltd, Lanka Ventures 

PLC and LVL Energy Fund PLC.  

 

He holds a first-class MBA in Finance from the University of Stirling, United Kingdom and is an Associate 

Member of the Institute of Bankers of Sri Lanka and Mr. Alles was recently appointed as the Chairman of 

Asian Bankers Association for the period 2018-2020.  

 

Mr. B. Premalal - Deputy Chairman / Non-Independent Non-Executive Director 
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Mr. Premalal, a prominent figure in the Sri Lankan business landscape, is the co-founder and Chairman of 

Prime Group, a holding company with investments in real estate, property development and financial 

services through its subsidiaries.  

 

He is an alumnus of Thurstan College, Colombo and a fellow member of the Chartered Institute of 

Management Accountants, United Kingdom; Chartered Business Administrator, Canada and holds a 

Postgraduate Diploma in Marketing from the University of Sri Jayawardenapura, Sri Lanka. He was conferred 

with the prestigious UCD Entrepreneur of the Year in 2011 considering his vast experience in the real estate 

industry and exposure to many other industries as an entrepreneur. Mr. Premalal was honored as being one 

of the 2018 A-List of Sri Lankan Businesspeople by the LMD last year, listing among the top 50 businessmen 

in Sri Lanka who have driven the nation’s engine of growth and are the country’s true assets. He was also 

recognized as one of Asia’s Greatest Brand Leaders in 2017. Under his leadership, Prime Group has won the 

most prestigious award in the industry for Best Developer awarded by Property Guru at the Asia Property 

Awards 2018. 

 

Mr. B. M. D. C. Prabhath - Managing Director/ Chief Executive Officer 

Mr.Prabhath holds a Master’s Degree in Business Administration (Sp. in Finance) from the University of 

Southern Queensland, Australia and he is a qualified Management Accountant (ACMA (UK), CGMA. He is also 

a Certified Management Accountant of the Institute of Certified Management Accountants of Australia 

(CMA). He has a Postgraduate Diploma in Business and Financial Administration from the Institute of 

Chartered Accountants of Sri Lanka and a member of the Chartered Institute of Marketing (MCIM), United 

Kingdom  

 

He is the winner of the prestigious award ‘Game Changer of the Year 2014’ from the World Consulting and 

Research Corporation (WCRC), India, awarded in recognition of his contribution to the microfinance industry 

in Sri Lanka. 

 

Mr. Prabhath is a financier by profession and an internationally certified microfinance expert from the 

Frankfurt School of Finance and Management, Germany. He has over 25 years of experience in the private 

sector. 

 

Dr. S. U. H. Fernando- Independent Non-Executive Director 

Dr. Fernando is an Executive Director of the Centre for Poverty Analysis (CEPA), a Colombo-based Think Tank. 

He has also held leadership positions in Sri Lankan development organizations and served as a Guest 

Researcher at the University of Amsterdam, Netherlands and as a Senior Consultant for Context 

International, Netherlands. Dr. Fernando who focuses on areas of development cooperation and aid policy 

has worked in Sri Lanka, Europe, East and West Africa, and South East Asia. Dr. Fernando is also a visiting 

academic at the Open University of Sri Lanka.  

 

He holds a PhD in International Development Cooperation from the University of Amsterdam, Netherlands. 

His specializations at the Bachelor’s and Master’s Degree levels have been law, economics, management and 

labor studies. 

 

Mr. A. S. Wijesinha - Independent Non-Executive Director 

Mr. Wijesinha is an economist and policy advisor and his research on trade and investment, innovation, SME 

development, and international economics have been published in national and international publications. 
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He is currently an international consultant to the UNDP and the International Trade centre, working in 

Maldives, Myanmar and Geneva. Until recently he was an Advisor to the Minister of Development Strategies 

and International Trade where he focused on trade, competitiveness and innovation. He was previously the 

Chief Economist and Head of the Economic Intelligence Unit of the Ceylon Chamber of Commerce, the 

country's apex industry body. He is currently a member of the Monetary Policy Consultative Committee of 

the Central Bank of Sri Lanka, a board member of the Sri Lanka Export Development Board, and member of 

Governors of the Institute of Policy Studies of Sri Lanka In previous roles, he was Research Economist heading 

Industry, Competitiveness and Regulatory Policy at the Institute of Policy Studies of Sri Lanka, was Research 

Officer at the Presidential Commission on Taxation (2009) and has been a Consultant for the World Bank, 

Asian Development Bank and GIZ.  

 

He serves on the boards of Fairfirst Insurance Ltd and Seylan Bank PLC as an Independent Non-Executive 

Director. He was recently selected to the Global Future Council on Innovation Ecosystems, by the World 

Economic Forum. 

 

Mr. Wijesinha holds a Master’s in Economics and Development from the University of Leeds Business School, 

United Kingdom and a Bachelor of Science in Economics from the University College London, United 

Kingdom. 

 

Mr. P. A. H. D. Wijesundara - Independent Non-Executive Director 

Mr. Wijesundara is an Advisor at the German Development Cooperation (GIZ) for SME Development. He is a 

development expert attached to GIZ and counts over a decade of experience in microfinance and SME 

finance, trade, regulatory issues, sector strategies, social performance management and inclusive finance.  

In addition to his experience gained in Sri Lanka, he has hands on experience regionally. Being a team 

member of the appraisal missions for the Sustainable Regional Economic Growth and Investment Program 

(SREGIP) in Indonesia and the Promotion of Green Economic Development (ProGED) Program in the 

Philippines, he contributed to the project design and shaping up with respective Governments. He is also 

conversant with the financial systems in India, Bangladesh, Myanmar, Cambodia, Malaysia, and Pakistan and 

involved in numerous international assignments in these regions.  

 

He holds a Master’s Degree in Economics from the University of Colombo, Sri Lanka; a Bachelor’s Degree in 

Law from the Open University of Sri Lanka and a Bachelor’s Degree in Science in Industrial Management. 

from University of Kalaniya. He also has fellowships with several local and international professional bodies. 

He is an Attorney-at-Law of the Supreme Court of Sri Lanka since 2009 and is currently reading for the Master 

of Laws Degree at the University of Colombo, Sri Lanka. He is a fellow member of Chartered Management 

Institute, United Kingdom and is a fellow and life member of the Sri Lanka Economic Association. Mr. 

Wijesundara is an accredited trainer of microfinance and SME finance with reputed international bodies such 

as the Frankfurt School of Finance & Management, Germany and CGAP. In addition, he serves as a visiting 

Senior Lecturer at several universities and higher education institutions in Sri Lanka. 

 

Mr. A. G. R. Dissanayake – Non-Independent Non-Executive Director 

Mr. Dissanayake counts for nearly two decades of experience covering the banking sector and capital 

markets. He currently serves as the Chief Strategy Officer of Hatton National Bank PLC. In addition to being 

on the Board of HNB Finance Ltd, Mr. Dissanayake is also a Director of Acuity Partners (Private) Limited. He 

chairs the Board Audit Committee and Board Integrated Risk Management Committee. He is also a member 

of the Strategy and Investment Review Committee and the Board Procurement Committee of the Company.  
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Mr. Dissanayake is a CFA Charter holder, a fellow member of the Chartered Institute of Management 

Accountants, United Kingdom and a Chartered Global Management Accountant. He also holds a Bachelors’ 

Degree in Business Administration from the University of Colombo, Sri Lanka. 

 

Mr. M. Perera – Non-Independent Non-Executive Director 

Mr. Perera is a commercial lawyer and a business consultant and counts many years of experience in advising 

on commercial, corporate and employment law as well as on compliance and regulatory aspects. In addition 

to giving legal advice, he also provides business consultancy services. 

 

He is also a fellow member of the Chartered Institute of Management Accountants, United Kingdom; a 

Chartered Global Management Accountant and has an MBA from the Postgraduate Institute of 

Management, Sri Jayawardenepura University, Sri Lanka. He counts over 25 years of professional experience 

in the commercial sector as a Director/Chief Executive Officer of listed and unlisted companies before 

moving into the legal field. At present, Mr. Perera is an Independent Director of Prime Finance PLC. 

 

8.3 Other Directorships Held by the Board 

 

TABLE 8.2– OTHER DIRECTORSHIPS 

Name Directorships in Other Institutions 

Mr. A. J. Alles Managing Director/CEO – Hatton National Bank PLC 

Chairman/Director – Acuity Partners (Private) Limited 

Director – Lanka Ventures PLC 

Director – LVL Energy Fund PLC 

Director – Lanka Financial Services Bureau Limited 

Mr. B. Premalal Chairman/Director – Prime Lands (Private) Limited 

Chairman/Director – Prime Lands Residencies (Private) Limited 

Deputy Chairman - Bhoomi Realty Holdings (Private) Limited 

Director – Prime Finance PLC  

Director – Condominium Management Authority of Sri Lanka 

 

Mr. B. M. D. C. Prabhath N/A 

Dr. S. U. H. Fernando Director – Strategic Inspirations (Private) Limited 

Mr. A. S. Wijesinha Director – Fairfirst Insurance Limited 

Director – BizEx Consulting (Private) Limited 

Director – Seylan Bank PLC 

Director – Sri Lanka Export Development Board 

Mr. P. A. H. D. Wijesundara Director – Sasnaka Sansada Foundation 

Mr. A. G. R. Dissanayake Director – Acuity Partners (Private) Limited 

 

Mr. M. Perera Director – Prime Finance PLC 

Director – Pele Consulting (Private) Limited  

Director – Pet Packaging (Private) Limited 

Director – My Beverages Marketing (Private) Limited 

Director – Inout Enterprise (Private) Limited 
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Director – R S M Property (Private) Limited 

Director – Fairfield International Holdings (Private) Limited 

Director – Eastgate Properties (Private) Limited 

 

8.4 Directors’ Interest in Shares 

 

8.4.1 Directors’ Direct and Indirect Shareholdings in the Company 

 

The Directors’ direct and indirect shareholdings in the Company as at the date of this Prospectus and 

Introductory Document i.e. January 30, 2020 are tabulated below. 

 

TABLE 8.3– DIRECTORS’ DIRECT SHAREHOLDINGS IN HNB FINANCE LIMITED AS AT JANUARY 30, 2020 

Name of Director 

Number of 

Shares Held 

Percentage of 

Shareholding (%) 

Ordinary Voting Shares – Direct   

Mr. B. M. D. C. Prabhath 1,000,000 0.07% 

 

8.4.2 Sale or Purchase of Shares by the Directors 

 

There were no sales, transfers or purchases of shares made by the Directors of the Company during the last 

12 months prior to the date of this Prospectus and Introductory Document. 

 

8.4.3 Directors’ Emoluments 

 

The Directors were remunerated in the form of salaries and fees during the financial year 2018/19 to an 

extent of LKR 24,154,000. The Directors are expected to be remunerated in the form of salaries and fees 

during the financial year 2019/20 to an approximate extent of LKR 26,327,860. 

 

8.4.4 Directors’ Interest in Assets 

 

The Directors hold no interest in assets acquired, disposed of or leased by the Company during the two years 

preceding the IPO. Furthermore, it is not proposed that the Directors will hold any interest in assets to be 

acquired, disposed of or leased by the Company in the two years subsequent to the IPO. 

 

8.4.5 Directors’ Interest in Material Contracts 

 

There are no contracts or arrangements in force as at the date of this Prospectus and Introductory Document 

i.e. January 30, 2020 in which the Directors of the Company are materially interested in relation to the 

business of the Company. 

 

8.4.6 Statement - Board of Directors 

 

No Director or a person nominated to become a Director of the Company is or was involved in any of the 

following events: 

▪ A petition under any bankruptcy laws filed against such person or any partnership in which he was a 

partner or any corporation of which he was an executive officer;  
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▪ Convicted for fraud, misappropriation or breach of trust or any other similar offence which the CSE 

considers a disqualification. 

 

8.5 Corporate Governance Practices 

 

HNBF believes that effective governance is an essential component of its long-term success. Towards 

achieving this goal, the system of internal controls and procedures have been well formulated and function 

within an integral governance structure in line with the corporate governance regulations issued by the 

regulators. With a view to guiding the Company in fulfilling its corporate mission in a transparent and an 

accountable manner while protecting the assets of the Company over time, the role of the Board has been 

clearly articulated. The Board also plays an important role to ensure that the Company maintains effective 

systems and adequate controls facilitating efficient operations whilst meeting the regulatory prudential 

requirements.  

 

Strengthening the capabilities of the Board of Directors in discharging these responsibilities the Board was 

reconstituted in November 2014 with a few new appointments with relevant experience in micro finance 

and related subjects.  

 

The Board has also appointed the following committees as required to support the corporate governance 

functions; 

1. Board Audit Committee 
2. Nomination Committee 
3. Human Resources and Remuneration Committee 
4. Related Party Transactions Review Committee 
5. Board Integrated Risk Management Committee 
6. Board Credit Committee  
7. Strategic/Investment Review Committee 

 

8.5.1 Board Audit Committee 

 

The Board audit committee constitutes the following Directors, while Mr. A G R Dissanayake who is a Non-

Independent/Non-Executive Director is the Chairman of the Audit Committee; 

▪ Mr. A. G. R. Dissanayake - Chairman to the Committee 

▪ Mr. A. S. Wijesinha 

▪ Mr. P. A. H. D. Wijesundara 

 

The audit committee is empowered by the Board of Directors to oversee financial reporting, internal 

controls, internal audit, whistle blowing activities, and assess the independence and performance of external 

auditors. The main roles of the audit committee include; 

▪ Ensuring that a good financial reporting system is in place and well managed in order to give accurate, 

appropriate and timely information to the management, regulatory authorities and shareholders in 

accordance with the Sri Lanka Accounting Standards (SLFRS/LKAS), Companies Act and other financial 

reporting related regulations and requirements.  

▪ Reviewing the Company’s internal controls and risk management systems and ensuring the procedures 

are adequate to meet the requirements of the Sri Lanka Auditing Standards.  

▪ Ensuring business conduct complies with applicable laws, regulations and policies of the Company.  
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▪ Assessing the independence and monitoring of the performance and functions of the internal and external 

auditors.  

▪ Assessing the Company’s ability to continue as a going concern in the foreseeable future.  

 

The committee meets regularly and adequately throughout the financial year to discharge its duties. 

 

8.5.2 Nomination Committee 

 

The Board has established a committee of the Board known as the Nomination Committee to assist the Board 

in fulfilling its statutory and fiduciary responsibilities relating to the selection/appointment of new Directors, 

re-appointment of current Directors, selection and appointment of the Chief Executive Officer and the 

management personnel. 

 

The Board shall appoint the Chairman and members of the committee and determine the period for which 

the Chairman and other members of the Committee shall hold office. The MD/CEO shall be present at all 

meeting of the Committee except when matters pertaining to him are discussed. The committee constitutes 

the following Directors: 

▪ Dr. S. U. H. Fernando - Chairman to the Committee 

▪ Mr. B. Premalal 

▪ Mr. A. J. Alles 

 

Meetings of the committee shall be held as necessary but at least twice a year and at such other times as 

the Chairman of the Committee shall deem necessary. The main roles of the committee include: 

▪ Select/appoint new Directors/Managing Director/CEO and the key management personnel. 

▪ Ensure that Directors are fit and proper to hold office as per the criteria set out in the Direction issued by 

the Central Bank of Sri Lanka. 

▪ Review the structure, size, composition and competencies of the Board regularly. 

▪ Consider and recommend the re-election of the current Directors, considering their caliber and capability 

in assisting the Company to reach greater heights and the contribution made towards the overall discharge 

of the Board’s responsibilities. 

▪ Establish criteria such as qualifications, experience and key attributes required for eligibility to be 

considered for appointment or promotion to the post of Managing Director and other key management 

positions. 

▪ Determine the independence of the Directors of the Board, the independence should be based on 

standards and norms set out in regulations by the Central Bank and the Colombo Stock Exchange amongst 

other regulatory bodies. 

 

8.5.3 Human Resources and Remuneration Committee  

 

The Board has established a committee of the Board known as the Human Resources and Remuneration 

Committee to assist the Board in fulfilling its statutory and fiduciary responsibilities relating to recommend 

the remuneration (cash and non-cash benefits) payable to the Chairman, the Managing Director/Chief 

Executive Officer, the Non-Executive Directors and other executive management officers to the Board.  

 

The MD/CEO shall be present at all meeting of the Committee except when matters pertaining to him are 

discussed. The committee constitutes the following Directors: 
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▪ Mr. P. A. H. D. Wijesundara - Chairman to the Committee 

▪ Mr. A. J. Alles  

▪ Dr. S. U. H. Fernando 

                

Meetings of the committee shall be held as necessary but at least twice a year and at such other times as 

the Chairman of the Committee shall deem necessary. The Committee is vested with powers to; 

▪ Determine the remuneration policies (salaries, allowances and other incentives) relating to Directors, the 

Managing Director and key management personnel of the Company. 

▪ Determine and recommend to the Board of Directors, annual increments, bonuses and incentives for the 

Managing Director and the senior management team, based on individual and corporate performance 

against set targets and goals 

▪ Make recommendations from time to time to the Board of Directors, on the additional/new expertise 

required by the Company. 

▪ Interview applicants for senior management positions based on recommendations by the Managing 

Director/CEO, taking into account their performance and achievements. Also, decide on new recruitments, 

extensions and terminations after evaluating criteria for same. 

▪ Make recommendations/decisions/directions pertaining to the statutory payments made by the Company 

on behalf of its employees (EPF, ETF, Terminal benefits, etc.) ensuring the effective fulfilment of all 

commitments arising from the employer employee relationship. 

▪ Recommend/decide/give directions on disciplinary matters, concerning key management personnel which 

have caused a significant financial loss to the Company. 

 

8.5.4 Related Party Transactions Review Committee 

 

The Related Party Transactions Review Committee was established by the HNBF Board to assist the Board in 

ensuring that interest of shareholders as a whole is taken into account when entering into transactions with 

related parties, and in enhancing the Company’s internal control mechanisms and corporate governance. 

 

The Related Party Transactions Review Committee constitutes the following Directors, while Mr. A. S. 

Wijesinha who is an Independent/Non-Executive Director is the Chairman of the Committee; 

▪ Mr. A. S. Wijesinha -Chairman to the Committee 

▪ Mr. P. A. H. D. Wijesundara 

▪ Mr. B. M. D. C. Prabhath 

 

The purpose of the Committee is to review all proposed related party transactions other than those 

transactions explicitly exempted in the CSE Listing Rules. Accordingly, except for transactions mentioned 

under Rule 9.5 of the CSE Listing Rules, all other related party transactions require review by the Committee 

either prior to entering into a transaction or, if the transaction is expressed to be conditional on such review, 

prior to the completion of the transaction. 

 

The scope of the Committee includes the following; 

▪ Adopting policies and procedures to review related party transactions of the Company and reviewing and 

overseeing existing policies and procedures. 

▪ Reviewing in advance all proposed related party transactions of the Company except those explicitly 

exempted by the Rule 9.5 of the CSE Listing Rules. 
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▪ Determining whether related party transactions to be entered into by the Company require Board or 

shareholder approval. 

▪ Establishing a set of guidelines as explained in the CSE Listing Rules where related party transactions are 

“recurrent in nature”, for the senior management to follow in their continuing dealings with the relevant 

related party. 

▪ Ensuring that no Director of the Company participates in any discussion of a proposed related party 

transaction for which he or she is a related party, unless such Director is requested to do so by the 

Committee for the express purpose of providing information concerning the related party transaction to 

the Committee.  

▪ If there is any potential conflict in any related party transaction, the Committee may recommend the 

creation of a special committee (including an independent consultant if necessary) to review and approve 

the proposed related party transaction. 

▪ Ensuring that immediate market and Annual Report disclosures are made in a timely and detailed manner 

as required by the CSE Listing Rules. 

 

The Company has in place a comprehensive Related Party Transaction (RPT) policy whereby the categories 

of persons who will be considered as ‘related parties’ have been identified. This was further updated to be 

in full compliance with the rules and regulations applicable to related party transactions as set out in the 

Finance Companies (Corporate Governance) Direction No. 03 of 2008 (as amended) and the Listing Rules. 

The Company has developed a mechanism which enables to obtain, monitor and report transactions with 

identified related parties. 

 

8.5.5 Board Integrated Risk Management Committee  

 

The Board Integrated Risk Management Committee constitutes the following Directors, while Mr. A. G. R. 

Dissanayaka who is a Non-Independent Non-Executive Director is the Chairman of the Committee; 

▪ Mr. A. G. R. Dissanayaka – Chairman to the Committee 

▪ Mr. B. M. D. C. Prabhath 

▪ Mr. M. Perera 

▪ Mr. A. S. Wijesinha 

 

The scope of the Committee includes the following; 

▪ The Committee shall assess, review and monitor risks that may arise when transacting business of the 

Company. 

▪ The Committee shall closely work with key management personnel and make decisions on behalf of the 

Board of Directors, within the scope of the authority and responsibility assigned to the Committee by the 

Board. 

▪ The Committee shall review the adequacy and effectiveness of relevant management level Committees in 

order to address specific risks and to manage such risks, within quantitative and qualitative risk limits, as 

specified by the Committee. 

▪ The Committee shall take prompt corrective action to mitigate the effects of specific risks in the event 

such risks are at levels beyond the prudent levels decided by the Committee on the basis of the Company’s 

policies and regulatory cum supervisory requirements. 

▪ The Committee shall establish a compliance function to assess the Company’s compliance with laws, 

regulations, directions, rules, regulatory guidelines, internal controls and approved policies in all areas of 

business operations. 
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▪ The Committee shall take appropriate action against the officers responsible for breaches, violations of 

regulation and laid down procedures, including risk mitigating controls. 

 

8.5.6 Board Credit Committee 

 

The Board Credit Committee constitutes the following Directors, while Mr. P.A.H.D Wijesundara who is an 

Independent Non-Executive Director is the Chairman of the Committee; 

▪ Mr. P. A. H. D. Wijesundara - Chairman to the Committee 

▪ Mr. A. S. Wijesinha 

 

The Committee is responsible to the Board of Directors and reports on its activities regularly. The Board 

Credit Committee also assist the Board in its general over sight of recommending Credit Policy of the 

Company 

 

The scope of the Board Credit Committee includes the following; 

▪ Review the methodologies in assessing the Company’s credit risks whilst recommending appropriate 

exposure limits. 

▪ Ensure concentration of credit risks are within the risk tolerance of the Company. 

▪ Monitor new areas of lending through the product development committee. 

▪ Monitor adherence to, and ensure compliance with, the limits set out in the lending policy 

▪ Approve and monitor the risk elements of the Company and review the credit risk report on a quarterly 

basis. 

▪ Recommend actions to the Board to mitigate credit risk where applicable. 

 

8.5.7 Strategic/Investment Review Committee  

 

The Board Strategic/Investment Committee constitutes the following Directors, while Mr. A. J. Alles who is 

a Non-Independent Non-Executive Director is the Chairman of the Committee; 

▪ Mr. A. J. Alles - Chairman to the Committee 

▪ Mr. B. Premalal 

▪ Mr. A. G. R. Dissanayake  

 

The Committee is entrusted with the following responsibilities by the Board of Directors; 

▪ Oversee and monitor the preparation of the strategic plan and the annual budget of the Company.  

▪ Monitor and review periodically the implementation of these strategic initiatives under the strategic plan 

and evaluate their effectiveness in light of achievements. 

▪ Monitor and assess achievement of the financial goals and targets against the annual budget. 

▪ Review adequacy and composition of the Company’s capital structure in the context of the growth targets 

and developments in the regulatory framework and where necessary, recommend capital augmentation 

plans for approval of the Board. 

▪ Review and evaluate the strategic investment decisions and overseas expansion projects of the Company 

and advise the Board accordingly. 

▪ Evaluate both local and international developments, trends, opportunities and threats, affecting the 

macroeconomic conditions and the financial services industry in general and their implications on the 

Company. 
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▪ In light of the above, formulate short-term, medium-term and long-term strategies to optimize 

opportunities or to minimize downside impacts and advise the Board accordingly. 

Carry out any tasks assigned to the Committee through the Company’s investment policy and/or as 

required by the Board of Directors. 

 

8.6  Corporate Management 

 

The key management personnel set out below are employees of the Company and are responsible for 

managing the affairs of HNBF according to the key responsibilities allocated to each individual.  

 

Mr. B. M. D. C. Prabhath - Chief Executive Officer/Managing Director 

Refer profile under Section 8.2. 

 

Mr. W. S. P. Arangala - Chief Operating Officer  

Mr. Arangala has over 25 years of experience in the field of finance, of which 13 years have been in 

microfinance. He also counts 18 years of auditing experience holding very senior positions in leading audit 

firms in Sri Lanka. His acumen for finance and the vast experience in accumulated in the microfinance 

industry has earned himself the key position of Chief Operating Officer of HNBF.  

 

Mr. Arangala played a leading and pivotal role in HNBF obtaining the license to operate as a licensed finance 

company in 2009. In recognition of his contribution, he was appointed as a Director of the Company in 2010. 

Prior to that Mr. Arangala served on the Board of the Grameen Group and Finance Micro Credit Company 

Limited. 

 

Subsequent to the restructure of the Company consequent to the acquisition by Prime Lands (Private) 

Limited in June 2011, he was appointed as Director MIS and Compliance. He voluntarily relinquished this 

designation in November 2014 to facilitate the restructure of the management under the CBSL initiated 

Financial Sector Consolidation Program subsequent to HNB acquiring the controlling stake of the Company. 

 

He holds a Master’s Degree in Finance from the Asia e-University, Malaysia. Mr. Arangala is a CBA of the 

Institute of Chartered Accountants of Sri Lanka. He also holds a Diploma in Business Studies, Accounting and 

Auditing; is a member of the Association of Accounting Technicians (SAT), Sri Lanka and is an Associated 

Certified Professional Manager of the Institute of Certified Professional Managers (FCPM).   

 

Mr. R. M. P. Dayawansa – DGM - Business 

Mr. Dayawansa is a banking professional with over 34 years of extensive and diverse work experience at 

Hatton National Bank in the fields of branch/regional management, marketing, leasing, retail/commercial 

banking and deposit mobilization. He received training at Mt. Eliza Executive Education, Melbourne Business 

School, Australia; National University of Singapore (NUS); and the Singapore Institute of Management (SIM). 

He is a past President of the Sri Lanka Institute of Marketing (SLIM). He holds an MBA from the Postgraduate 

Institute of Management, Sri Lanka and is a fellow of Institute of Bankers of Sri Lanka (FIB), a Chartered 

Marketer, a fellow of the Chartered Institute of Marketing (FCIM), United Kingdom and a fellow of the Sri 

Lanka Institute of Marketing (FSLIM). 

 

Mr. B. S. Seneviratne - DGM – Liability Sales 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  61 

 

Mr. Seneviratne has over 16 years of experience in the microfinance industry. Having gained most of his 

experience at HNB Finance, Mr. Seneviratne’s inherent knowledge and experience in marketing financial 

products has enabled him to become an asset to the organization. He is a finalist of Chartered Institute of 

Marketing, United Kingdom. 

 

Mr. S. A. R. Fernando - DGM – Human Resources and Administration/Chief Human Resource Officer 

Mr. Fernando brings to the organization over 18 years of industry experience. Commencing his carrier in 

microfinance at HNBF, Mr. Fernando has proven to be an asset to the organization through his commitment 

and skill in human resource management. He holds a Bachelor of Science Degree in Business Administration. 

His experience and exposure in the industry as well as his academic knowledge contributes immensely 

towards the fulfilment of his responsibilities at HNBF. 

 

Mr. W. B. A. Fernando - DGM - Operations 

With over 18 years of experience in the microfinance industry, Mr. Fernando has obtained most of his 

knowledge and experience in the organization which has resulted in giving him inherent skills to ensure the 

smooth operations of the day-to-day business operations. He is a well-rounded microfinance professional 

and holds a Diploma in Microfinance. 

 

Mr. J. M. R. Fonseka - AGM – Compliance 

Mr. Fonseka has over 15 years of hands on experience in microfinance and marketing. Mr. Fonseka obtained 

a Bachelor’s Degree in Business Administration from the University of Charleston W.V, USA; and a 

Postgraduate Diploma in Business Administration from the Postgraduate Institute of Management, 

University of Sri Jayawardenapura, Sri Lanka. Mr. Fonseka also holds a Diploma in Microfinance and a 

Diploma in International Trade, Shipping and Logistics. He is a past president of the PIM Alumni Association. 

He was the first vice chairman of the sub-committee of compliance officers of the Finance House Association 

(FHA). Currently, Mr. Fonseka serves as a Board member of the Lanka Micro Finance Practitioners (LMFPA) 

in addition to his post as AGM Compliance at HNB Finance. 

 

Mr. B. Wijeratne - AGM – Risk 

Mr. Wijayaratne is a senior banker who counts extensive experience in banking and finance, spanning over 

a period of 38 years, covering many strategically important areas at Hatton National Bank PLC, Union Bank 

of Colombo PLC and HNB Finance Ltd, having held the positions of Chief Compliance Officer and Head of 

Group Internal Audit respectively, with the former two Banks and presently functioning as the Assistant 

General Manager – Risk of HNB Finance Ltd. 

 

He holds a Master’s Degree in Financial Economics from the University of Colombo and a Master’s Degree in 

Business Administration from University of Manipal, India. He is a fellow member of the Institute of Bankers 

of Sri Lanka and holds a fellowship of Institute of Certified Professional Managers.  Further, he is a member 

of the Sri Lankan Chapter of the Institute of Internal Auditors, USA. 

 

Having held several key positions, including that of the Senior Vice President, he is currently serving as a 

Member of the Council of Advisors to the Association of Professional Bankers, Sri Lanka.  Mr. Wijayaratne 

has also served as the President of the Association of Compliance Officers of Banks, Sri Lanka. 

 

He is a much sought after resource personnel in the field of banking and finance and presently serves as an 

external faculty member of the College of Banking and Finance of the Institute of Bankers of Sri Lanka, and 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  62 

 

the Centre for Banking Studies of the Central Bank of Sri Lanka. He also has served as a lecturer and a program 

coordinator at the Sri Lanka Foundation and has authored several articles in various business newspaper 

supplements/journals and professional magazines. 

 

Mr. R. M. M. Tissa - AGM – Microfinance 

With more than 17 years of experience in the microfinance industry, Mr. Tissa brings to his present position 

in the organization experience from key sectors of the finance industry. He began his career at HNB Finance 

and gained experience in the various aspects of operating a microfinance organization. His experience in the 

industry in complimented by a Diploma in Microfinance from Institute of Bankers of Sri Lanka (IBSL) and he 

has also undergone several Microfinance training programmes overseas. 

 

Mr. R. K. M. Priyanga - AGM – Branch Network 

Mr. Priyanga has worked in the microfinance industry for over 18 years. He began his career at HNB Finance 

and has proven his commitment to the organization as well as the industry together with gaining advanced 

skills and knowledge through his hands-on work experience. He holds a Diploma in Microfinance balancing 

his industry expertise with professional qualifications. 

 

Mr. M. P. S. Cooray - AGM – Branch Network 

With over 17 years of experience in the microfinance industry, Mr. Cooray has gained abilities in various 

aspects of the finance industry as well as the business. His tenure with HNB Finance started as a Field 

Executive in 2001 and by proving himself with his dedication to the Company and his capabilities in fulfilling 

his duties and responsibilities, he has risen in ranks to the position he holds with HNBF today. He has a 

Diploma in Microfinance and a Higher Diploma in Credit Management from Institute of Asian International 

Academy (AIA).  

 

Mr. K. D. D. Prabath Kathriarachchi –-AGM – Branch Network 

Mr. Kathriarachchi joined HNB Finance in 2002, and during his tenure with the organization he has gained a 

wealth of experience in core operational areas. He has continued to drive the business with his strong 

business acumen and passion for over 17 years. He holds a Diploma in Microfinance, Diploma in Credit 

Management and has a Post Graduate Diploma in Management Studies. 

 

Mr. P. Dias - AGM - Chief Information Officer 

With over 24 years of experience in the field of information technology, both locally and internationally, Mr. 

Dias has a wealth of knowledge in information and communication technology across all business verticals 

supporting many leading organizations. His tenure with HNBF spans over three years. He holds a Diploma in 

Business Administration from the Postgraduate Institute of Management, University of Sri Jayawardenepura, 

Sri Lanka; is a member of the British Computer Society, and a CISCO and Microsoft Certified professional. 

 

Mr. D. M. K. Munasinghe - Head of Business System Development 

Mr. Munasinghe has over 15 years of experience in the microfinance industry. He began his career at HNBF 

as an Accounts Assistant and has gained extensive and invaluable experience in the industry in general and 

in specific related finance concepts and accounting practices through his tenure with the organization. 

 

Mr. H. D. S. C. Gunasekara - Chief Accountant / Head of Finance 

Mr. Gunasekara has 15 years of experience in the microfinance industry. He holds an Executive Diploma in 

Business and Accounting and a Postgraduate Diploma in Business and Finance. 
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Mr. A. Udawaththe - Head of Training 

With over 14 years of experience in the industry, Mr. Udawaththe is competent in human resource 

management, training and development. His exposure to the microfinance industry was through his tenure 

at HNB Finance where he gained extensive hands on experience. He holds a Certificate in Human Resource 

Management, a Diploma in Microfinance and a National Diploma in Training & Human Talent Development.  

 

Mr. D. Dissanayake - Chief Manager – SME and Personal Loans 

A banker by profession, Mr. Dissanayake has 35 years of experience in the banking sector and joined HNBF 

in October 2018. Prior to joining HNB Finance, he was a Regional Head at HNB PLC for 10 years where he 

overlooked the administration of more than 20 branches in each region. He also was also responsible for 

supporting the development of SME, microfinance and personal loans; the leasing portfolio, and managing 

recoveries in the Uva, Sabaragamuwa, Colombo South Western, and Colombo regions. Having completed 

the Intermediate Banking Diploma examinations from the Institute of Bankers of Sri Lanka, he also holds an 

MBA from Manipal University, India.  

 

Mr. H. Kulatilaka - Chief Manager/Head of Corporate Planning 

Mr. Kulathilaka is an experienced financial professional counting over 18 years of local and overseas 

experience in the finance field.  

 

He holds a Bachelor’s Degree (Special) in Business Administration from the University of Sri 

Jayewardenepura, Sri Lanka and is a Chartered Accountant of the Institute of Chartered Accountants of 

Australia and New Zealand and Institute of Chartered Accountants of Sri Lanka.  He is also an associate 

member of the Chartered Institute of Management Accountants (FCMA), United Kingdom and a Chartered 

Global Management Accountant (CGMA). He holds an Advanced Diploma in Accounting from the University 

of Western Sydney, Australia. 

 

Mr. Kulathilaka has previously served as the Head of Finance at Contract Manufacturing & Packaging Services 

(Private) Limited, a nutraceutical company based in Australia for eight years. Prior to his migration to 

Australia, he worked as an Accountant at Lanka Equities (Private) Limited which had businesses in apparel, 

hydropower and diamond polishing. 

 

Mr. C. Mallawa Arachchi - Chief Manager/Head of Legal  

Mr. Mallawa Arachchi is an Attorney-at-Law of the Supreme Court of Sri Lanka and a Notary Public, counting 

over 12 years of experience at the Bar. He has specialized experience in the banking and finance industry 

and is currently heading the legal department at HNBF. He earned his LLB (Hons) Degree from the University 

of Colombo and is currently reading for his Master of Business Administration from the University of 

Wolverhampton, United Kingdom. Mr. Mallawa Arachchi has worked in both the public and private sector 

as an in-house legal counsel in addition to functioning as a Commissioner for Oaths, a Company Secretary 

and an Intellectual Property Agent. 

 

Mr. L. Ranasinghe - Chief Manager – Gold Loans 

Mr. Ranasinghe has over 19 years of experience in pawning and gold loans. He started his career at ETI and 

progressed through the ranks to hold senior positions in the organization. As Mr. Ranasinghe joined HNB 

Finance in 2018, he brought with him a wealth of experience which adds immense value to the organization. 

He has also been instrumental in executing the gold loan product across the Company’s branch network. 
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Mr. E. S. Kumara - Chief Manager – Recoveries  

Mr. Kumara has 15 years of experience in the microfinance and finance industry. Having joined HNB Finance 

in 2004, he started as a Field Executive and gained valuable experience in different capacities before rising 

up in the corporate ladder to his current position. 

 

He holds a Diploma in Microfinance from the Institute of Bankers of Sri Lanka, an Advance Diploma in 

Management from Aquinas University College, Sri Lanka and a Certificate in Business English from Saegis 

Campus, Sri Lanka. 

 

Mr. L. Eraj - Chief Manager – Head of Small-Scale Enterprises 

Mr. Eraj has over 16 years of extensive experience in the microfinance sector. During the period 2003 to 

2010 he served as the Branch Manager for Puttalam and Nikaweratiya branches. In the year 2010 he was 

promoted as Senior Regional Manager of the Puttalam region, and through his leadership he managed to 

transform the region to be the most successful region for HNB Finance. He was promoted to his current 

position in 2017 in view of his exceptional performance in driving organization’s business goals. 

 

Mr. Eraj holds a Diploma in Microfinance from the Institute of Bankers of Sri Lanka and has completed an 

English Diploma at the University of Wayamba, Sri Lanka. Being fluent in English, Tamil and Sinhala, he serves 

as an employee engagement officer of HNBF.  Additionally, Mr. Eraj acts as an umpire for the Sri Lanka Cricket 

board and is a member of the Sri Lanka Cricket Umpires Association. 

 

8.6.1 Corporate Management Emoluments 

 

The Corporate Management (including the MD/CEO and the Executive Director) were remunerated in the 

form of salaries and bonuses during the FY 2018/19 to the value of LKR 94,607,824. The Corporate 

Management is expected to be remunerated in the form of salaries and bonuses during the FY 2019/20 to 

an approximate value of LKR 103,122,528. 

 

8.7 Statement – Managing Director/CEO 

 

The Managing Director/CEO of the Company has not been involved in any of the following: 

▪ A petition under any bankruptcy laws filed against such person or any partnership in which he was a 

partner or any corporation of which he was an executive officer; 

▪ Convicted for fraud, misappropriation or breach of trust or any other similar offence which the CSE 

considers a disqualification.  
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9.0 OTHER INFORMATION 

 

9.1 Degree of Dependence on Customers, Borrowers or Suppliers 

 

There is no material dependency on key customers, borrowers or suppliers in terms of the overall business 

operations of the Company. 

 

9.2 Dividends 

 

9.2.1 Dividend Policy 

 

The Company may, subject to the provisions of the Articles of Association and the Companies Act No. 07 of 

2007, make dividend payments by way of interim and final dividends to its shareholders in relation to the 

profits made from time to time. The Company will target to pay a cash dividend of 20% of the distributable 

profit to the shareholders of the Company, in respect of each financial year as determined by the Board of 

Directors subject to; 

▪ the solvency requirements of the Companies Act No. 07 of 2007. 

▪ any funding covenants by which HNBF is bound from time to time. 

▪ cash flow position of the Company, return from operations, business prospects, current and expected 

obligations, funding needs for growth opportunities, maintenance of a strong capital structure and any 

other factor which the Board of Directors may deem relevant, and 

▪ approval from Central Bank of Sri Lanka. 

 

In addition to the above-mentioned cash dividends, the Company may consider payment of dividends in the 

form of scrip dividends as deemed appropriate. 

 

9.2.2 Dividend History 

 

The Company has declared and paid the following dividends during the last three financial years immediately 
preceding the date of this Prospectus and Introductory Document. 

 

TABLE 9.1 – DIVIDEND HISTORY 

(LKR) 
Financial Year Ended 

March 31, 2019 March 31, 2018 March 31, 2017 

Interim Dividends - 154,762,256* 171,958,062** 

Final Dividends - - - 

Total Dividend for the Year - 154,762,256 171,958,062 

Number of Shares  1,719,580,624  1,719,580,624 1,719,580,624 

Dividend Per Share  - 0.09 0.10 

*  The interim dividend was paid during FY 2017/18 

** The interim dividend was paid during FY 2017/18  
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9.3 Details of Material Indebtedness 

 

Particulars of the Company’s loan capital outstanding as at December 31, 2019 are as follows: 

 

TABLE 9.2 – PARTICULARS OF MATERIAL INDEBTEDNESS 

Name of Bank/Finance 

Institution Type of Facility Value of Facility 

Outstanding as at 
December 31, 

2019 
(LKR) 

Seylan Bank PLC Debentures 665,000,000.00 665,000,000.00 

Debenture holders Subordinated, Listed, Rated, 
Unsecured, Redeemable 

Debentures 
1,158,820,000.00 1,158,820,000.00 

Hatton National Bank PLC Term Loan 100,000,000.00  9,982,000.00  

Hatton National Bank PLC Term Loan 500,000,000.00 125,000,024.00 

Hatton National Bank PLC Term Loan 500,000,000.00  291,666,680.00  

Hatton National Bank PLC Term Loan 500,000,000.00  364,583,342.00  

Hatton National Bank PLC Money Market Revolving Loan 200,000,000.00  200,000,000.00  

Hatton National Bank PLC Money Market Revolving Loan 100,000,000.00  100,000,000.00  

Hatton National Bank PLC Money Market Revolving Loan 100,000,000.00  100,000,000.00  

Hatton National Bank PLC Money Market Revolving Loan 100,000,000.00  100,000,000.00  

DFCC Bank PLC Term Loan 500,000,000.00  383,333,324.00  

DFCC Bank PLC Term Loan  500,000,000.00  433,333,328.00  

Total  4,923,820,000.00 3,931,718,698.00 

 

There were no leasing, lease purchase and hire purchase commitments of the Company outstanding as at 

December 31, 2019. 

 

There were no material contingent liabilities, including acceptances and guarantees outstanding as at 

December 31, 2019 other than in the ordinary course of business. 

 

There were no mortgages or charges on assets of the Company as at December 31, 2019 except for the 

following. 

 

TABLE 9.3 – PARTICULARS OF MORTGAGES AND CHARGES ON THE ASSETS OF THE COMPANY 

Description of Property 
Date of Purchase 

Total Cost / 
Valuation (LKR) 

06, Abaya Place,7th Lane, Anuradhapura May 16, 2008 50,000,000.00 

37, Vihara Mawatha, Matale June 10, 2008 10,500,000.00 

56, Puttlam Service Mawatha, Puttlam November 21, 2008 31,500,000.00 

9/10/11, Galle Road, Katubedda, Moratuwa May 7, 2008 46,000,000.00 

67/1, Mahinda Place, Kirulapone, Colombo 05 April 1, 2006 144,000,000.00 

249, Stanley Thilakarathna Mawatha, Nugegoda February 18, 2008 840,000,000.00 

465/1, Old Police Station Road, Kahathuduwa, Polgasovita July 31, 2012 155,000,000.00 

94 96/1, Kandy Road, Kurunegala January 28, 2008 90,000,000.00 

46/A, Tangalle Road, Hambantota March 31, 2009 25,000,000.00 

168, Nawala Road, Nugegoda March 31, 2010 872,000,000.00 

677, William Gopallawa Mawatha, Kandy March 31, 2010 81,000,000.00 

Total   2,345,000,000.00 
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9.4 Working Capital 

 

The Board is of the opinion that the working capital is sufficient for the purpose of carrying out day to day operations 

of the Company. 

 

9.5 Litigation, Disputes and Contingent Liabilities 

 

Given below are the details of the Company’s litigation portfolio and possible contingent liabilities of the 

Company as at the date of this Prospectus and Introductory Document; 

1. Cases filed by the Company against micro and other loan defaulters: 

a. Legacy portfolio and cases filed under the previous company name (as at December 31, 2019) 

i. Number of cases – 243 

ii. Outstanding – LKR 72,147,646.17 

b. Cases filed by the Company under the management of HNB Grameen Finance Limited and HNB 

Finance Limited (as at December 31, 2019) 

i. Number of cases – 7,934 

ii. Outstanding – LKR 1,641,441,448.16 

2. There are approximately 3,500 Mediation Board proceedings filed by the Company against micro loan 

defaulters as at December 31, 2019 

3. There were no any penalties imposed on the Company by Regulators and State Authorities during the 

five (05) year period preceding from December 31, 2019.   

4. There were no any litigations which would have a significant effect upon the Company as at December 

31, 2019. 

 

9.6 Management Agreements 

 

There are no management agreements presently in force or currently being considered by the Company.  

 

9.7 Material Contracts 

 

There are no material contracts entered into by the Company other than those contracts entered into in the 

ordinary course of business. 

 

9.8 Details of Commissions Paid 

 

No commission has been paid in the two (02) years preceding the Offer or payable for subscribing or agreeing 

to subscribe or procuring or agreeing to procure subscriptions for any Shares of the Company. 

 

9.9 Details of Benefits Paid to Promoters 

 

No benefit has been paid or given within the two (02) years preceding the Offer and there are no benefits 

intended to be paid or given to any promoter. 

 

9.10 Details of transactions Relating to Property 
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There were no any transactions relating to a property of the Company completed within the two (02) 

preceding years from December 31, 2019 in which any vendor of the property to the Company or any person 

who is or was at the time of the transaction, a Promoter or a Director or proposed Director of the Company 

had any interest, direct or indirect.  
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10.0 CAPITAL STRUCTURE 

 

As at the date of this Prospectus and Introductory Document, the Stated Capital of the Company is Sri Lankan 

Rupees Two Hundred and Twenty Three Million Five Hundred and Forty Five Thousand Four Hundred and 

Eighty One (LKR 223,545,481.00) divided into One Billion Four Hundred and Twenty One Million Three 

Hundred and Eighty Thousand Six Hundred and Twenty Four (1,421,380,624) fully paid up Ordinary Voting 

Shares and Two Hundred and Ninety Eight Million Two Hundred Thousand (298,200,000) fully paid up 

Ordinary Non-Voting Shares. 

 

10.1 An Overview of the Capital Structure 

 

The detailed breakdown of the Stated Capital of HNB Finance Limited is given below.  

  

TABLE 10.1 - STATED CAPITAL OF HNB FINANCE LIMITED 

 December 31, 

2019 

March 31, 

2019 

March 31, 

2018 

March 31, 

2017 

Stated Capital (LKR) 223,545,481 223,545,481 223,545,481 223,545,481 

Number of Ordinary Shares in 

Issue 
   

 

Voting Shares 1,421,380,624 1,421,380,624 1,421,380,624 1421,380,624 

Non-Voting Shares 298,200,000 298,200,000 298,200,000 298,200,000 

Total 1,719,580,624 1,719,580,624 1,719,580,624 1,719,580,624 

 

There was no any redemption of repurchase of shares (both Ordinary Voting Shares and Ordinary Non-Voting 

Shares) during the two year period immediately preceding the date of this Prospectus and Introductory 

Document (January 30, 2020) in terms of Sections 63, 64, 66, 67, 68, 69, 93 and 100 of the Companies Act 

and of any reduction of stated capital in terms of Section 59 of the Companies Act. 

 

There are no any statutory restrictions on the free transferability of both Ordinary Voting and Ordinary Non-

Voting Shares of the Company. 

 

10.2 Shareholding Structure Pre and Post IPO and Introduction 

 

The current and the post IPO and Introduction shareholding structures are as shown below. 

 

TABLE 10.2 - SHAREHOLDING STRUCTURE – PRE AND POST IPO AND INTRODUCTION 
Ordinary Voting Shares 

Name Pre IPO and Introduction Post IPO and Introduction 

 
No. of Ordinary 

Voting Shares % 

No. of Ordinary 

Voting Shares % 

Existing Shareholders 1,421,380,624 100.00% 1,411,380,624 99.30% 

IPO Shareholders - - 10,000,000 0.70% 

Total 1,421,380,624 100.00% 1,421,380,624 100.00% 
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Ordinary Non-Voting Shares 

Name Pre IPO and Introduction Post IPO and Introduction 

 
No. of Ordinary Non-

Voting Shares % 

No. of Ordinary 

Non-Voting Shares % 

Existing Shareholders 298,200,000 100.00% 298,200,000 100.00% 

IPO Shareholders - - - - 

Total 298,200,000 100.00% 298,200,000 100.00% 

 

In terms of CSE Listing Rule 2.1.1(e)(ii), shares held by Non-Public Shareholders, as defined in Section 10.3, 

namely the 1,278,706,751 Ordinary Voting Shares, held by Hatton National Bank PLC, Prime Lands (Private) 

Limited and other Non-Public Shareholders as shown in Table 10.3 below, would be subject to a ‘lock-in’ for 

a period of six (06) months from the date of listing of Shares. As such these shares would not be available for 

secondary market trading on the CSE upon HNBF obtaining listing of its shares subsequent to the IPO 

contemplated via this Prospectus and Introductory Document until the expiry of the aforesaid six (06) month 

period from the respective date of listing.  

 

However, shares held by Public Shareholders prior to the date of the listing application shall not be locked-

in.  

 

Since there were no share allotments or share transfers during the period of twelve (12) months immediately 

preceding the date of an Initial Listing Application, no further shares will be subject to a lock-in, in terms of 

CSE Listing Rule 2.1.1(e)(iv) or 2.1.1(e)(v), except for the shares mentioned above. 

 

TABLE 10.3 - SHARES LOCKED IN – PRE IPO 
ORDINARY VOTING SHARES 

Category of 

Shareholders 

(Pre-Listing) 

Locked-in Ordinary 

Voting Shares 

The Months after which 

the Ordinary Voting 

Shares will be Available 

for Trading 

No. of 

Ordinary 

Voting Shares 

No. of Ordinary 

Voting Shares as a 

percentage of Total 

Number of Ordinary 

Voting Shares in Issue 

(Pre-Listing) 

Non-Public 

Shares held by Non-

Public Shareholders prior 

to the date of the Initial 

Listing Application - 

Locked-in 

6 months from the date 

of listing  
1,278,706,751 89.9623% 

Public * Not Locked-in - 132,673,873 9.3342% 

IPO Shares Not Locked-in - 10,000,000 0.7035% 

Total    1,421,380,624 100.0000% 

*‘Public’ defined under the definition mentioned in CSE Listing Rules 2.1.1 (Refer Section 10.3 of the 

Prospectus and Introductory Document) 

 

The Company hereby confirms that the information furnished herewith shall remain unchanged to the date 

of listing. 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  71 

 

Pre-IPO Public Holding of the Ordinary Voting Shares (Shares held by the ‘Public’ as a percentage of the 

total Pre-IPO number of Ordinary Voting Shares) 

As per the ‘Public’ definition provided in the; 

CSE Listing Rules 2.1.1       9.3342% 

 

TABLE 10.4 - SHARES LOCKED IN – POST IPO 
Ordinary Voting Shares 

Category of 

Shareholders 

(Post-Listing) 

Locked-in Ordinary 

Voting Shares 

The Months after which 

the Ordinary Voting 

Shares will be Available 

for Trading 

No. of 

Ordinary 

Voting Shares 

No. of Ordinary 

Voting Shares as a 

percentage of Total 

Number of Ordinary 

Voting Shares in Issue 

(Post-Listing) 

Non-Public 
Locked-in 

(Pre IPO Shares) 

6 months from the date 

of listing 
1,278,706,751 89.9623% 

Public * 
Not Locked-in (Pre IPO 

Shares) 
- 132,673,873 9.3342% 

IPO Shares 
Not Locked-in (IPO 

Shares) 
- 10,000,000 0.7035% 

Total   1,421,380,624 100.0000% 

* ‘Public’ defined under the definition mentioned in CSE Listing Rules 2.1.1 (Refer Section 10.3 of the 

Prospectus and Introductory Document) 

 

Post -IPO Public Holding of the Ordinary Voting Shares (Using the CSE Listing Rules) 10.0377% 

(Total unlocked Ordinary Voting Shares post-IPO that will be held by the public as a percentage of the total 

Ordinary Voting Shares in issue Post-IPO)  

 

Tabulated below are the top ten (10) shareholders of the Company as at the date of this Prospectus and 

Introductory Document i.e. January 30, 2020.  

 

TABLE 10.5 – TWENTY LARGEST SHAREHOLDERS – ORDINARY VOTING SHARES - PRE IPO 

 Name No. of Ordinary Voting Shares % 

01 Hatton National Bank PLC 724,904,118 51.000 

02 Prime Lands (Private) Limited 562,391,533 39.567 

03 DWM Funds S.C.A SICAV- SIF 112,700,000 7.929 

04 B. M. D. C. Prabhath 1,000,000 0.070 

05 H. M. U. Senevirathna 150,000 0.011 

06 W. S. P. Arangala 110,000 0.008 

07 S. L. Y. Liyanawatte 102,500 0.007 

08 S. T. D. Pieris 101,000 0.007 

09 J. S. B. Galagoda 101,000 0.007 

10 W. B. A. Fernando 100,500 0.007 

11 S. A. R. Fernando 100,500 0.007 

12 B. S. Seneviratne 100,100 0.007 
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13 R. P. K. Gallage 100,000 0.007 

14 E. A. D. Silva 100,000 0.007 

15 R. D. S. Munasinghe 100,000 0.007 

16 W. D. Wijesinghe 50,500 0.004 

17 R. M. M. Tissa 50,500 0.004 

18 R. K. M. Priyanga 50,200 0.004 

19 J. M. R. Fonseka 50,100 0.004 

20 G. V. Rathnayake 50,000 0.004 

 Total shares held by top twenty Shareholders 1,402,412,551 98.666 

 Total shares held by other Shareholders 18,968,073 1.334 

 Total shares held by Shareholders 1,421,380,624 100.000 

 

There were no share transfers relating to the top twenty shareholders mentioned above, during the period 

of twelve (12) months immediately preceding the date of the Initial Listing Application. 

 

TABLE 10.6 – DETAILS PERTAINING TO NON-PUBLIC SHAREHOLDERS – PRE IPO 

Name 
Relationship with the 

Company 
No. of Ordinary Voting 

Shares held 
% 

Hatton National Bank PLC Parent Company 724,904,118 51.000 

Prime Lands (Private) Limited 
Shareholding of more than 

5% 
562,391,533 39.567 

B. M. D. C. Prabath 
KMP - Chief Executive 

Officer/Managing Director   
1,000,000 0.070 

W. S. P. Arangala 
KMP – Chief Operating 

Officer 
110,000 0.008 

S. A. R. Fernando 

KMP – DGM, Human 
Resources and 

Administration/Chief 
Human Resource Officer  

100,500 0.007 

W. B. A. Fernando KMP – DGM, Operations 100,500 0.007 

B. S. Seneviratne KMP – DGM, Liability Sales 100,100 0.007 

Total Non-Public shareholding  1,288,706,751 90.666 

 

 

TABLE 10.7 – SHAREHOLDERS – ORDINARY NON-VOTING SHARES - PRE IPO 

Name 
No. of Ordinary Non-

Voting Shares 
% 

Seylan Bank PLC 233,200,000 78.20 

Prime Lands (Private) Limited 37,772,148 12.67 

Wealth Guard (Private) Limited 27,227,852 9.13 

Total 298,200,000 100.00 

 

There were no share transfers relating to shareholders mentioned above, during the period of twelve (12) 

months immediately preceding the date of the Initial Listing Application. 
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10.3 Free Transferability of Shares 

 

In accordance with CSE Listing Rule 2.1.1(e): 

▪ Shareholders who intend to divest through the IPO should have held such shares for a minimum period of 

eighteen (18) months prior to the date of listing of the Company.  

▪ All Shares held by ‘Non-Public Shareholders’* prior to the date of the Initial Listing Application shall be 

locked-in for a period of six (06) months from the date of listing of the Company. 

▪ All Shares held by ‘Public Shareholder’** prior to the date of the Initial Listing Application shall not be 

locked-in. 

▪ All shares acquired by way of a transfer from another shareholder (irrespective of being Non-Public or 

Public Shareholders) during the period of twelve (12) months immediately preceding the date of the Initial 

Listing Application shall be locked in for a minimum of six (06) months from the date of listing or twelve 

(12) months from the date of acquisition of those shares, whichever is longer. 

▪ All Shares acquired by way of an allotment during the period of twelve (12) months immediately preceding 

the date of the Initial Listing Application shall be dealt with by the discretion vested in the Securities and 

Exchange Commission under Section 28A of the Securities and Exchange Commission of Sri Lanka Act No. 

36 of 1987 where the Commission grants a waiver to an entity in terms of the said provision. 

HNBF does not require a waiver from the Securities and Exchange Commission of Sri Lanka under the 

Section 28A of the Securities and Exchange Commission of Sri Lanka Act No. 36 of 1987. 

 

* Non-Public Shareholders, shall mean the following parties who hold, directly or indirectly, shares of the 

Company; 

a) its parent, any subsidiary or associate companies or any subsidiaries or associates of its parent 

company, 

b) its Directors who are holding office as Directors of the entity and their close family members, 

c) Chief Executive Officer and his/her close family members, 

d) Key Management Personnel and their close family members, 

e) Any party acting in concert with the parties set out in a), b), c) and d) above, 

f) Shareholders whose shares are in a locked account with the CDS due to a statutory or regulatory 

requirement other than those shareholders exempted under (h) below and whose shares have been 

subject to a voluntary lock-in at the option of the shareholder, 

g) Employees of the Company, who have been allotted shares of a Listed Entity which are directly or 

indirectly controlled by the management or the majority shareholder of the Company, 

h) Any Entity or an individual or individuals jointly or severally holding 5% or more of the shares of the 

Listed Entity if the Company is a Diri Savi Board Entity and 10% or more of the shares if the Company 

is a Main Board Entity, except where such shareholder is;  

i. a statutory institution managing funds belonging to contributors or applicants who are members 

of the public; or 

ii. an entity established as a unit trust or any other investment fund approved by the SEC; or  

iii. not a related party declared in terms of Sri Lanka Accounting Standards or a party acting in concert 

declared in terms of the Company Takeovers and Mergers Code.  

‘Close Family Member’ shall mean the spouse or a financially dependent child.  

‘Key Management Personnel’ shall mean those persons having authority and responsibility for planning, 

directing and controlling the activities of the Company, directly or indirectly, including any Director (whether 

executive or otherwise) of the Company.  
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** Public Shareholders shall mean any party who hold Shares of the Company other than the parties identified 

as ‘Non-Public Shareholders’ abovementioned. 

 

The details of the lock-in periods for the shares are mentioned in Tables 10.3 and 10.4 above and the shares 

that will be subject to a lock-in will not be will be available for trading. 

 

10.4 Other Securities 

 

The Company has not issued any convertible debt securities or any other class of shares other than the shares 

stated above. Further, there are no securities of the same or other class subscribed or sold privately in 

conjunction with this IPO. 

 

10.5 Takeover Offers 

 

There have been no takeover offers by third parties in respect of the Company’s shares during the past two 

years and no takeover offers have been made by the Company in respect of shares of third parties. 

  



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  75 

 

11.0 INVESTMENT CONSIDERATIONS AND ASSOCIATED RISK FACTORS 

 

Risk Factors 

 

Prior to investing in the Offered Shares, prospective applicants should pay particular attention to the fact 

that the Company and its business activities are subject to a number of risk factors which may be within or 

outside the control of the Company.  

 

The risk factors that follow may be considered material to applicants in making an informed judgment on 

the Company. If any of the considerations and uncertainties  given below develop into actual events, the 

Company’s business, financial conditions or results of operations and prospects could be adversely affected. 

However, given the importance of the industry in which the Company operates and due to strategic 

initiatives employed by the Company, the business operations of the Company are expected to be 

sustainable in the foreseeable future.  

 

11.1 Risks Related to the Finance Sector 

 

Government Regulations: The finance sector is heavily regulated and monitored by the Central Bank of Sri 

Lanka, which pose both favorable and unfavorable conditions for the Company. Given the restrictions placed 

on many aspects of the operations such as interest rates, credit limit, etc. the operations are directly affected 

by any fiscal and monetary policy decisions taken by the Government. However, the strict supervision by the 

regulators reduces the risk of liquidation and malpractices within the sector.  

 

Economic Downturn: The direct relationship with economic factors such as the economic growth rate, the 

income levels and the money and capital market performance, pose a direct risk to the Company’s financial 

performance.  

 

11.2 Risks Related to Business Operations 

 

Credit Risk: Credit risk arises when the Company incurs losses due to the inability of the customers to honor 

their obligations to repay the dues on time or permanently default their dues. HNBF’s credit risk is managed 

through weekly follow-ups by a cardre of field officers. One yardstick to measure the effectiveness of the 

credit management process is the NPL rate of an organization. A well-defined credit evaluation process 

enables an organization to disburse quality loans that result in having a relatively low NPL rate. In a sector 

where 58% of loans are given free of collateral as at end of June 2019, an NPL rate of 10.47% as in the 

Company’s case, is a good indication of HNBF’s credit risk management process compared to the present 

industry average.  

 

Market Risk: Market risk arises due to fluctuations in interest rates, foreign currency, credit spread equity 

prices, commodity prices and risk related matters. Interest rate volatility can impact the Company’s net 

interest margin. The Company reduced the fixed deposit and savings rates gradually whilst the lending rate 

remained static enabling to a greater extent to reduce the cost to income ratio.  

 

Operational Risk: Operational risk arises due to inadequate or failed process, systems, people or external 

events. The Board Integrated Risk Management Committee (BIRMC) oversees the management of 
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operational risks covering the entire business operations on a regular basis and the Board Audit Committee 

overseas the Company’s risk aspects. Periodical visits by the internal audit team and surprise inspections by 

the investigations team have helped the Company to identify potential operational risk factors and address 

them at early stages. Implementation of the new ICT infrastructure will further enhance the operational risk 

management in the future.  

 

Liquidity Risk: Liquidity risk arises when the Company is unable to meet its financial obligation by not being 

able to pay its deposit holders their due at maturity or on demand. The Company policy is to maintain an 

adequate liquidity buffer to meet its short-term and long-term obligations as defined in its corporate liquidity 

policy. The Company’s liquidity position has remained at comfortable levels and has surpassed the regulatory 

requirement.  

 

Strategic Risk: The strategic and investment committee is a new committee headed by the Chairman, 

appointed by the Board, to have oversight on all current and future strategic investments, divestments and 

disposals of the Company. This includes investment in equity, corporate debt and treasury investments. The 

scope of the strategic and investment committee covers the monitoring of performance of these portfolios 

and recommending necessary remedial action. 

 

11.3 Risks Related to Future Plans 

 

In addition to the risks discussed in 11.1 and 11.2 above, the future plans of the Company will be subject to 

the risk factors identified below; 

 

Lack of Experience in New Segments: The Company has mainly focused on the microfinance industry in the 

past, as a result of which it lacks exposure and experience in other segments in the financial services sector. 

This could lead to incorrect decisions being made regarding developing, marketing and managing new 

products. This risk will be mitigated by obtaining the services of experienced personnel specialized in these 

segments. Furthermore, the experience the Company has gained over the last couple of years from the 

introduction of new products as well as the performance of same would assist in future product 

developments as well. 

 

Strong Competition in the Leasing Industry: The leasing industry is dominated by many large and well-

established players covering both finance and leasing companies as well as banks. The fierce competition 

poses a risk to the Company in terms of achieving set targets. However, regardless of the intense 

competition, HNBF expects to focus on its existing customer bases as well as new customers covering micro 

and retails sectors as a growth stream. HNBF will have to mitigate that risk by diverting its future investment 

portfolios into other target segments such as SME and mid-sized corporates. 

 

11.4 Risks Related to the IPO 

 

Nonexistence of Prior Market for the Shares: Prior to the IPO there has been no public market for the 

Company’s Shares. There can be no assurance that an active trading market for the Shares will develop or if 

developed, will be sustained, or that the market price of the Shares shall not decline below the Share Offer 

Price. The Share Offer Price may not be indicative of the market price for the Company’s Shares after 

completion of the IPO. 
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Price Volatility in the Secondary Market: The price of the Shares may fluctuate due to and not limited to the 

following: variations in operating results, changes in the operating environment, transitions in the regulatory 

front, strategic alliances or acquisitions, industrial or environmental laws, fluctuations in the market prices 

for products or raw materials, macroeconomic factors, and external events. Price of Shares may follow 

general Applicant sentiment prevalent in the market at any given time. In addition, the price of the Shares 

in the market will fluctuate as a result of share trading volumes.  
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12.0 TAXATION 

 

The following information is an overview of selected taxation and other regulations that may be relevant to 

the Company and potential applicants with regard to share transactions in the Democratic Socialist Republic 

of Sri Lanka. The discussion does not claim to be a comprehensive explanation of regulations and 

consideration that pertain to the purchase, ownership and disposition of the Offered Shares. The 

explanations are based on provisions effective in Sri Lanka at the time of printing of this Prospectus and 

Introductory Document. Applicants are advised to consult their own advisors prior to engaging in transitions 

relating to the Offer. 

 

Income Tax 

 

Taxation will be based on the elements of income and expenditure as reported in the financial statements 

and computed in accordance with the provisions of the Inland Revenue Act and any subsequent 

amendments. HNBF is liable for Income Tax at the rate of 28%. 

 

Value added Tax on Financial Services 

 

HNBF’s total value addition is subjected to a 15% Value Added Tax. 

 

Nation Building Tax on Financial Services 

 

HNBF’s total value addition is subjected to a 2% Nation Building Tax. 

 

Debt Repayment Levy on Financial Services 

 

HNBF’s total value addition is subjected to a 7% Debt Repayment Levy. 

 

Economic Service Charges 

 

HNBF’s total turnover is subjected to 0.5% Economic Service Charges. 

 

Taxation of Share Transactions (On Commencement of Trading of Shares on the CSE) 

 

Upon the listing of the Shares of the Company, a transaction levy at the rate of 0.3% on the sales and 

purchases of all share transactions is charged from both the buyer and the seller in terms of the Finance Act 

No. 05 of 2005 (as amended). 

 

Withholding Tax (WHT) for Dividends 

 

In general, dividends distributed by resident companies out of taxable income to resident or non-resident 

shareholders are subject to WHT at the rate of 14% under Section 84 of the Inland Revenue Act No. 24 of 

2017. The Company is required to deduct dividend tax at source and remit the same to the Department of 

Inland Revenue. 
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Other than the WHT referred to above, dividends paid on shares to shareholders of the Company will not be 

subject to any other Sri Lankan tax. Dividend income received by a company resident in Sri Lanka from 

another company resident in Sri Lanka does not form part of statutory income and is therefore not taxable 

in the hands of the recipient company.  
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13.0 STATUTORY DECLARATIONS 

 

Statutory Declaration by the Directors 

 

January 30, 2020 

 

We the undersigned, who are named in the Prospectus and Introductory Document as Directors of HNBF, 

hereby declare and confirm that we have read the provisions of the CSE Listing Rules and of the Companies 

Act No. 07 of 2007 and any amendments to it relating to the issue of this Prospectus and Introductory 

Document, and that those provisions have been complied with. 

 

This Prospectus and Introductory Document has been seen and approved by us and we collectively and 

individually accept full responsibility for the accuracy of the information given and confirm that after making 

all reasonable enquiries and to the best of our knowledge and belief, there are no other facts the omission 

of which would make any statement herein misleading or inaccurate. Where representations regarding the 

future performance of HNBF have been given in the Prospectus and Introductory Document, such 

representations have been made after due and careful enquiry of the information available to HNBF and 

making assumptions that are considered to be reasonable at the present point in time by our best 

judgement. 

 

Name Designation Signature 

Mr. A. J. Alles Chairman/Non-Executive Non-Independent Director Sgd 

Mr. B. Premalal Deputy Chairman / Non-Executive Non-Independent Director Sgd 

Mr. B. M. D. C. Prabhath Managing Director/CEO Sgd 

Dr. S. U. H. Fernando Independent Non-Executive Director Sgd 

Mr. A. S. Wijesinha Independent Non-Executive Director Sgd 

Mr. P. A. H. D. Wijesundara Independent Non-Executive Director Sgd 

Mr. A. G. R. Dissanayake Non-Independent Non-Executive Director Sgd 

Mr. M. Perera Non-Independent Non-Executive Director Sgd 

 

Statutory Declaration by the Managers to the Offer – Acuity Partners (Private) Limited 

 

January 30, 2020 

 

We, Acuity Partners (Private) Limited, of 53, Dharmapala Mawatha, Colombo 03 being the Financial Advisor 

and Manager to the Offer and Introductory Listing of HNBF, hereby declare and confirm that to the best of 

our knowledge and belief the Prospectus and Introductory Document constitutes full and true disclosure of 

all material facts about the Offer and of HNBF, whose Ordinary Voting Shares are being Offered and whose 

Ordinary Non-Voting Shares are being listing through an Introduction. 

 

Sgd.    

Director        
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Statutory Declaration by the Company   

 

January 30, 2020 

 

An application has been made to the CSE for permission to deal in and for a listing for all of the Ordinary 

Voting and Ordinary Non-Voting Shares of the Company and those Ordinary Voting Shares which are the 

subject of this Offer. Such permission will be granted when shares are listed on the CSE. The CSE assumes no 

responsibility for the correctness of any of the statements made or opinions expressed or reports included 

in this Prospectus and Introductory Document. Listing on the CSE is not to be taken as an indication of the 

merits of the Company or of the Shares Offered. 

 

Sgd.       Sgd. 

Director       Director 
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ANNEXURE A: ACCOUNTANT’S REPORT AND FIVE-YEAR SUMMARY 
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ANNEXURE B: INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS AND AUDITED 

FINANCIAL STATEMENTS FOR THE FINANCIAL YEARS ENDED MARCH 31, 2019, MARCH 31, 

2018 AND MARCH 31, 2017 

 

Financial year ended March 31, 2019 
 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  93 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  94 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  95 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  96 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  97 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  98 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  99 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  100 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  101 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  102 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  103 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  104 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  105 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  106 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  107 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  108 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  109 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  110 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  111 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  112 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  113 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  114 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  115 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  116 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  117 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  118 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  119 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  120 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  121 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  122 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  123 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  124 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  125 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  126 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  127 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  128 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  129 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  130 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  131 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  132 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  133 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  134 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  135 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  136 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  137 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  138 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  139 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  140 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  141 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  142 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  143 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  144 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  145 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  146 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  147 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  148 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  149 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  150 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  151 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  152 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  153 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  154 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  155 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  156 

 

 



HNB Finance Limited – Initial Public Offering and Listing through Introduction |  157 

 

Financial year ended March 31, 2018 
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Financial year ended March 31, 2017 
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ANNEXURE C: INTERIM FINANCIAL STATEMENTS FOR THE PERIOD ENDED SEPTEMBER 30, 2019 
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ANNEXURE D: INDEPENDENT VALUATION REPORT TO ASCERTAIN THE VALUE OF THE 

ORDINARY VOTING SHARES and THE ORDINARY NON-VOTING SHARES ISSUED BY THE 

INDEPENDENT VALUER TO THE OFFER 
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ANNEXURE E: COLLECTION POINTS 

 

Copies of the Prospectus and Introductory Document and the Application Form can be obtained free of charge from 

the following collection points. 

 

Managers to the Offer 

Acuity Partners (Private) Limited 

53, Dharmapala Mawatha, 

Colombo 03. 

T: +94 11 2206206 

 

 

  

Members and Trading Members of the CSE  

  

Acuity Stockbrokers (Private) Limited 

53, Dharmapala Mawatha, 

Colombo 03. 

T: +94 11 2206206 

Asha Securities Limited 

60, 5th Lane, 

Colombo 03.  

T: +94 11 2429100 

  

Asia Securities (Private) Limited 

4th Floor, Lee Hedges Tower, 

349, Galle Road, 

Colombo 03. 

Tel. +94 11 7722000 

Assetline Securities (Private) Limited 

120, 120A, Pannipitiya Road, 

Battaramulla. 

T: +94 11 4700100  

  

Bartleet Religare Securities (Private) Limited 

Level G, ‘Bartleet House’, 

65, Braybrooke Place, 

Colombo 02. 

T: +94 11 5220200 

Candor Equities Limited 

Level 8, South Wing, ‘Millennium House’, 

46/58, Nawam Mawatha, 

Colombo 02. 

T: +94 11 2359100 

  

Capital Alliance Securities (Private) Limited 

Level 5, ‘Millenium House’, 

46/58, Navam Mawatha, 

Colombo 02. 

T: +94 11 2317777 

 

CT CLSA Securities (Private) Limited 

4-14, Majestic City, 

10, Station Road, 

Colombo 04. 

T: +94 11 2552290-4 

 

Capital Trust Securities (Private) Limited 

42, Mohamed MacanMarkarMawatha, 

Colombo 03. 

T: +94 11 2174174-5 

 

 

Enterprise Ceylon Capital (Private) Limited 

73/1, Dharmapala Mawatha, 

Colombo 07. 

T: +94 11 2445644 
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First Capital Equities (Private) Limited 

02, Level 02, Deal Place, 

Colombo 03. 

T: +94 11 2639898 

First Guardian Equities (Private) Limited 

32nd Floor, East Tower, World Trade Centre, 

Echelon Square, 

Colombo 01. 

T: +94 11 5884400 

  

J B Securities (Private) Limited 

150, St. Joseph Street, 

Colombo 14, 

T: +94 11 2490900, +94 77 2490900 

John Keells Stockbrokers (Private) Limited 

186, Vauxhall Street, 

Colombo 02. 

T: +94 11 2306250 

  

Lanka Securities (Private) Limited 

228/1, Galle Road, 

Colombo 04. 

T: +94 11 4706757, +94 11 2554942 

LOLC Securities Limited 

481, T B Jayah Mawatha, 

Colombo 10. 

T: +94 11 5889889 

  

Nation Lanka Equities (Private) Limited 

44, Guildford Crescent, 

Colombo 07. 

T: +94 77 7630624, +94 77 3030885, +94 77 6521001 

Navara Securities (Private) Limited 

12 B, Gregory’s Road, 

Colombo 07. 

T: +94 77 2358700, +94 11 2358720 

  

NDB Securities (Private) Limited 

Level 2, NDB capital Building, No 135 Bauddhaloka 

Mawatha, 

Colombo 04. 

T: +94 11 2131000 

Richard Pieris Securities (Private) Limited 

310, High Level Road, 

Nawinna, Maharagama. 

T: +94 11 4310500 

  

SC Securities (Private) Limited 

05th Floor, 26 B, Alwis Place, 

Colombo 10. 

T: +94 11 4711000, +94 11 4711001 

SMB Securities (Private) Limited 

02, Gower Street,  

Colombo 05. 

T: +94 11 5388138 

  

Softlogic Stockbrokers (Private) Limited 

Level 16, One Galle Face Tower, Galle Road, 

Colombo 03. 

T: +94 11 7277000  

Somerville Stockbrokers (Private) Limited 

1A, Park Way, Park Road, 

Colombo 05. 

T: +9411 2502852, +9411 2502854, +9411 2502858, 

+94 11 2502862 

  

Taprobane Securities (Private) Limited 

2nd Floor, 10, Gothami Road,  

Colombo 08. 

T: +94 11 5328200, +94 11 5328100 

TKS Securities (Private) Limited 

4th Floor, 245, Dharmapala Mawatha, 

Colombo 07. 

T: +94 11 7857799 
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Bankers to the Offer 

 

Branch Name  Branch Address  Telephone 

Bambalapitiya 285, Galle road, Colombo 04. +94 11 2501698 

Borella 53/1, D S Senanyake Mawatha, Borella, Colombo 08. +94 11 2696929 

Cinnamon Gardens 85A, 87A, Barnes Place, Colombo 07. +94 11 2681718 

City Office 16, Janadhipathi Mawatha, Colombo 01. +94 11 2421466 

Gampaha 148, Colombo road, Gampaha. +94 33 2222520 

Green Path 38, Ananda Coomaraswamy Mawatha, Colombo 03. +94 11 5382300 

Head Office Branch 479, T B Jayah Mawatha, Colombo 10. +94 11 2660160 

Kiribathgoda 141, Kandy road, Kiribathgoda. +94 11 2914414 

Kotahena 280, George R De Silva Mawatha, Colombo 13. +94 11 2472068 

Maharagama 145, Colombo Road, Maharagama. +94 11 2851468 

Mount Lavinia 605, Galle Road, Mount Lavinia. +94 11 2739121 

Narahenpita 255/2, Kirula Road, Narahenpita, Colombo 05. +94 11 2369913 

Negombo 18, Rajapakse Broadway, Negombo. +94 31 2222585 

Nugegoda 190, 190/1, High Level Road, Nugegoda. +94 11 2853887 

Panadura 402-404, Galle Road, Panadura. +94 38 2235249 

Pettah 149-151, Main Street, Colombo 11. +94 11 2343800 

Sri Jayawardenapura Kotte 1424, Kotte road, Rajagiriya. +94 11 2867357 

Thalangama 253, Kaduwela Road, Koswatte, Thalangama. +94 11 2788430 

Wattala 270-270/1, Negombo road, Wattala. +94 11 2931385 

wellawatte 100 & 102, Galle Road, Wellawatte. +94 11 2588702 
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ANNEXURE F: CUSTODIAN BANKS 

 

Bank of Ceylon      

11th Floor, 04, Bank of Ceylon Mawatha, 

Colombo 01.      

T: +94 11 204064 

Banque Indosuez   

251, Dharmapala Mawatha, 

Colombo 07. 

T: +94 11 2681720 

 

Citi Bank, N A 

65 C, Dharmapala Mawatha, 

Colombo 07. 

T: +94 11 4794728  

Commercial Bank of Ceylon PLC 

Commercial House,21, Bristol Street, 

Colombo 01. 

T: +94 11 2440010 

 

Deutsche Bank AG 

86, Galle Road, 

Colombo 03. 

T: +94 11 2447062, +94 11 2438057 

Hatton National Bank PLC 

HNB towers, 479, T.B. Jayah Mawatha,  

Colombo 10.     

T: +94 11 2661762 

 

The Hong Kong and Shanghai Banking Corporation 

Limited 

24, Sir Baron Jayathilake Mawatha, 

Colombo 01. 

T: +94 11 2325435, +94 11 2446591, +94 11 2446303 

 

Nations Trust Bank PLC 

256, Sri Ramanathan Mawatha, 

Colombo 15. 

T: +94 11 4313131 

Pan Asia Banking Corporation PLC  

450, Galle Road,  

Colombo 03. 

T: +94 11 2565565 

People’s Bank 

Head Office – Treasury, 5th Floor, 75, Sir Chittampalam 

A Gardiner Mawatha, 

Colombo 02.  

T: +94 11 2206782 

 

Public Bank Berhad 

340, R A De Mel Mawatha, 

Colombo 03. 

T: +94 11 2576289, +94 11 7290200, +94 11 7290207 

 

Sampath Bank PLC 

110, Sir James Peiris Mawatha, 

Colombo 02.  

T: +94 11 5331458, +94 114730662  

 

Seylan Bank PLC 

Level 08, Ceylinco Seylan Towers, 

90, Galle Road,   

Colombo 03.   

T: +94 11 4701812, +94 11 4701819 

 

Standard Chartered Bank 

37, York Street,  

Colombo 01. 

T: +94 11 42480450 

State Bank of India 

16, Sir Baron Jayathilake Mawatha,  

Colombo 01. 

T: +94 11 4622350 

Union Bank of Colombo PLC  

64A, Galle Road, 

Colombo 03. 

T: +94 11 2374205 
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ANNEXURE G: INDEX ON FIGURES AND TABLES ILLUSTRATED IN THE PROSPECTUS AND 

INTRODUCTORY DOCUMENT 

 

List of Figures 

 

GRAPH 6.1 – NET INTEREST INCOME ................................................................................................................................. 39 
GRAPH 6.2 – PROFIT AFTER TAX, RETURN ON EQUITY AND RETURN ON ASSETS ....................................................................... 40 
GRAPH 6.3 – DISBURSEMENT OF LOANS AND ADVANCES BY PRODUCT (BEFORE IMPAIRMENT) ................................................... 42 
GRAPH 7.1– NON-PERFORMING ADVANCES OF THE LFC AND SLC SECTOR ............................................................................. 46 
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LIST OF TABLES 
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TABLE 3.2 – CONVERSION OF DEPOSITS AND BORROWINGS INTO ORDINARY NON-VOTING SHARES ................................................. 7 
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