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6.4.2 oEOm g8dwdm gdfceC oy yRPeds 88
2015 2880l wredtnmis E@®WS oty gdedds 35 o wOer ¢ 2016 Ddved wiedtdowrd
NCOWO oty @DeSn 45 & wler ¢ @28y Wo» C¢ BE vensy yhWeds & ¢ 9O suvn
D@ OB 510188 @d.
0@ 05 - 2015 ddved HO8m DT dBORE eddm ¢80 m o8 B8sY 988usl WO B¢ @y
yASeds § gdeddn
2888w
©0DEgEeBIC
©d.g.8. O
mgzi@ @Z c:;m' 88wt a;(:;@ »0e® dcw |  gofeed @,91?@ @g:j::@ %m;ud
0d5ied8 & 8uwd® gma (0% - ISIN 05 mom® 23z%m® amuma BB yhdeds g ey s amEme otd.q.q.
oos) 6.88wm S1.88wx (@5 5e3) % (Bg vg3) % | Gty G1.8Bw» | gmwomas % oty @
% B
anImEs
@mo edmes
26-Mar-2015 1-Apr-2015] 8 5| LKB010231019] 20,000 | 20,100 [ 9.7344|  9.8901 5,000 [ 9.9000]  9.62-9.68 0.22
8 5| LKB010231019 7,000 [ 9.9503 0.27
8_5[ LKB010231019 3,000 [ 9.9999 0.32
29-Apr-2015 5-May-2015] 3 I[ LKBOO618F013[ 10,000 | 15205 | 7.9587]  8.001 3,000 [ 8.1503]  7.87-7.90 0.25
9_10[LKB01025C157] 10,000 | 4,500 | 8.9838 [ 9.0503 2,000 [ 9.5003]  8.90-8.95 0.55
9_10[ LKB01025C157 3,000 [ 9.6003 0.65
9_10[LKB01025C157 2,000 | 9.7002 0.75
5-May-2015 8-May-2015] 2 9[LKBOI518B013[ 5,000 | Reject 2,000 | 8.1999 NA
12-May-2015_ | 15-May-2015] 4 2[LKB00619GO19] 5,000 | 6,500 [ 8.1531 8.1999 2,000 | 8.4996 NA
6_3[LKB00821HO19| 5,000 [ Reject 2,000 [ 8.8002 NA
6_3[LKB00821HO019 3,000 | 8.9001
19-May-2015_| 22-May-2015] 7 5| LKB00922J011] 2,000 | Reject 2,000 [ 8.7003 NA
9_10[LKB01025C157| 2,000 | 3,290 | 9.0135] 9.0503 4,000 [ 9.1503 NA
28-May-2015 1-Jun2015] 8 3| LKB010231019] 7,000 | 7,830 | 8.7786 | _8.8002 1,000 | 8.8497] 8.74-8.77 0.08
27-Jul-2015 3-Aug2015] 10 0[LKBO1025HO16] 15,000 | Reject 3,000 [ 10.0998 NA
10_0[LKB01025H016 10,000 | 10.1502
10_0|LKB01025H016 2,000 | 10.1997
10_0[LKB01025H016 1,000 | 10.2996
4-Aug-2015 7-Aug-2015] 10 0[LKBO1025HO16] 10,000 | 14,340 [ 9.6327 [ 9.7002 4,000 [ 9.9000 NA
10_0[LKB01025H016 1,000 | 9.9503
11-Aug2015 | 18-Aug-2015] 10 _0[LKBO1025HO16] 5,000 | 6,660 [ 9.6687 | 9.7002 1,500 | 9.8000[ 9.55-9.65 0.15
25-Aug-2015 1-Sep-2015| 14 8| LKBOIS30E152] 12,500 |  Reject 2,000 | 10.4004 NA
14_8[ LKBO1530E152 10,000 | 10.6002
14_8] LKBO1530E152 3,000 [ 10.7000
8-Sep-2015 11-Sep-2015] 10 9[ LKBO1226F014| 3,000 | Reject 1,000 | 10.8000 NA
8-Sep-2015 11-Sep-2015] 14 8[LKBOI530E152] 3,000 | 7,427 | 10.9575 | 10.9998 1,000 | 11.0502 NA
28-Sep-2015 1-0ct-2015]  12_11[ LKB015281017] 4,000 [ 3,660 [ 11.0448 | 11.0997 2,000 [ 11.1996] 10.90-11.00 0.20
28-Sep-2015 1-0ct-2015] _12_11] LKB015281017 1,000 | 11.3004 0.30
27-Nov-2015 4-Dec-2015] 4 5[LKB00520E014| 2,000 | 1,244 | 89082 | 8.9198 2,000 | 9.1503] 9.00-9.05 0.10
27-Nov-2015 4-Dec-2015]  10_6] LKBO1226F014] 3,000 500 [ 9.3500 [ 9.3500 1,000 | 9.8000 NA
27-Nov-2015 4-Dec-2015]  10_6{ LKBO1226F014 2,000 | 9.8496
23-Dec-2015 30-Dec2015] 9 8|LKBO1025HO16] 5,000 | 1,610 [ 10.9395 [ 11.0502 417 | 11.0502] 10.40-10.90 0.15
23-Dec-2015 30-Dec-2015] 9 8|LKB01025H016 1,000 | 11.1500 0.25
29-Dec-2015 31-Dec2015| 12 9] LKBOI528I017] 5,000 |  Reject 500 | 11.7000[ 10.90-11.50 0.20
29-Dec-2015 31-Dec-2015] 12 9] LKB015281017 1,000 | 11.7504 0.25

* Daily FT gosfoen 580 mom c¢ (O88m 0dgcomed 8C¢ aumws’ 0witens ¢m.
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09D 06 - 2016 DSved HOdm O8O eddm gddwIdm o8 B85y 988y Wom

G Gty yhWeds § gded

2888m
©DggemsE
©JIB8O Scowmst | ooy | B9m@ | o8 as8ced e@;:?é 2888m m‘:f;; o
0oriodB Ene | BeBOEme | O ISIN P8 | pomeme | OO 90 | o Stedsg | ocw | TCCUPC | cwa.q.
(08w - D3O 6.88em gnme | gmymome s GL.8Gwm o 51 8y 5@
®oe3) S1.88w» t (A ve) % | (g wey) % cg a2 % g@yome * Gf@q;
g3t
@m0 edmes
28-Jan-2016 1-Feb-2016 29 1|LKB03045C013 5,000 Reject 2,000 12.4002 NA
28-Jan-2016 1-Feb-2016 29 1|LKB03045C013 7,000 12.5000
28-Jan-2016 1-Feb-2016 29 1{LKB03045C013 3,000 12.6000
5-Feb-2016 12-Feb-2016 14 _3|LKBO01530E152 3,000 10,455 | 11.6640 [ 11.7000 1,000 11.7504( 11.45-11.55 0.20
5-Feb-2016 12-Feb-2016 14_3|LKBO01530E152 1,000 11.7999 0.25
5-Feb-2016 12-Feb-2016 24 11{LKB02541A016 5,000 10,250 | 12.1527 | 12.1797 1,000 12.2499| 11.75-12.10 0.15
5-Feb-2016 12-Feb-2016 24 11{LKB02541A016 2,000 12.3003 0.20
5-Feb-2016 12-Feb-2016 24 11{LKB02541A016 2,000 12.3498 0.25
5-Feb-2016 12-Feb-2016 24 11{LKB02541A016 3,000 12.4002 0.30
5-Feb-2016 12-Feb-2016 24 11|]LKB02541A016 3,000 12.4497 0.35
10-Mar-2016 11-Mar-2016 7_10|LKB01024A014 2,000 Reject 500 12.2004( 12.05-12.25
10-Mar-2016 11-Mar-2016 7_10]LKB01024A014 1,500 12.2499
24-Mar-2016 1-Apr-2016 5 6] LKB00721J157 5,000 Reject 500 12.7998 NA
24-Mar-2016 1-Apr-2016 5 6] LKB00721J157 1,500 12.8502
24-Mar-2016 1-Apr-2016 6_6] LKB00922J011 5,000 Reject 500 12.8997| 12.30-12.70 0.20
24-Mar-2016 1-Apr-2016 8 11]LKB01025C157 5,000 Reject 500 13.1004 NA
24-Mar-2016 1-Apr-2016 8 11]LKB01025C157 500 13.1499
24-Mar-2016 1-Apr-2016 8 11{LKB01025C157 500 13.2003
31-Mar-2016 1-Apr-2016 12_5| LKB015281017 10,000 21,660 | 13.7196 | 13.9896 500 14.1003| 13.50-14.00 0.10
31-Mar-2016 1-Apr-2016 12_5| LKB015281017 1,500 14.1498 0.15
31-Mar-2016 1-Apr-2016 12_5| LKB015281017 500 14.2002 0.20
18-Apr-2016 20-Apr-2016 7 9]LKB01024A014 5,000 Reject 1,000 12.2004( 12.00-12.20
18-Apr-2016 20-Apr-2016 7 9]LKB01024A014 4,000 12.2499 0.05
28-Apr-2016 3-May-2016 6 5| LKB00922J011 8,000 5,480 | 11.9817 | 12.0500 2,000 12.0996( 11.75-12.00 0.10
28-Apr-2016 3-May-2016 6 5| LKB00922J011 2,000 12.1500 0.15
28-Apr-2016 3-May-2016 6_5| LKB00922J011 1,500 12.2004 0.20
12-May-2016 16-May-2016 4 _0|LKB00520E014 5,000 7,001 [ 11.7468 [ 11.7999 500 11.8503| 11.57-11.70 0.15
12-May-2016 16-May-2016 2_6|LKB00718K151 5,000 8,400 | 11.5146 | 11.5803 500 11.6000{ 11.35-11.50 0.10
12-May-2016 16-May-2016 6_5| LKB00922J011 5,000 3,545 | 11.9772 | 11.9997 1,000 12.0500{ 11.70-11.90 0.15
19-May-2016 1-Jun-2016 7 7|LKB01024A014 12,500 2,601 | 12.3983 | 12.5000 3,000 12.6000( 12.20-12.40 0.20
19-May-2016 1-Jun-2016 7 7|LKB01024A014 2,000 12.6504 0.25
26-May-2016 1-Jun-2016 10 0| LKB01226F014 8,000 8,100 | 12.9761 | 12.9897 1,000 12.9996| 12.90-12.95 0.05
9-Jun-2016 15-Jun-2016 7_7|LKB01024A014 3,000 3,475 | 12.3642 [ 12.4002 1,000 12.4002( 12.30-12.35 0.05
9-Jun-2016 15-Jun-2016 10_0|LKBO01226F014 2,000 2,271 | 12.5000 [ 12.5397 1,000 12.5496| 12.42-12.50 0.05
9-Jun-2016 15-Jun-2016 10_0| LKB01226F014 1,000 12.6000 0.10
27-Jun-2016 1-Jul-2016 4 5|LKB00520L159 10,000 12,140 | 11.9268 | 11.9997 1,000 12.0500 NA
27-Jun-2016 1-Jul-2016 6_3| LKB00922J011 7,000 2,550 | 12.0276 | 12.1500 2,000 12.3003| 12.20-12.40
27-Jun-2016 1-Jul-2016 6_3| LKB00922J011 4,000 12.3498
27-Jun-2016 1-Jul-2016 6 3| LKB00922J011 1,000 12.4002
27-Jun-2016 1-Jul-2016 2 10]LKBO1019E016 7,000 1,800 | 11.5470 | 11.7000 2,000 11.7504 NA
27-Jun-2016 1-Jul-2016 2 10|LKBO01019E016 2,000 11.7999
27-Jun-2016 1-Jul-2016 2 _10|LKBO01019E016 1,000 11.8503
27-Jun-2016 1-Jul-2016 8 7|LKB01025C157 6,000 7,422 | 12.6315 | 12.6999 3,000 12.7503| 12.70-12.83
27-Jun-2016 1-Jul-2016 8 7|LKB01025C157 1,000 12.7998
30-Jun-2016 1-Jul-2016 8 12|LKB01025H016 10,000 12,344 | 12.5522 | 12.6000 1,803 12.6000 NA

* Daily FT gosfoenf g8l mom c¢ (O88m 0dgcomed 8C¢ aum s’ 0witens ¢m.
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6.5

6.5.

YEDHOD HOBW eDECEWR KL

1 2016 ®&n 29 » onecnd

2016 ®8m 29 O 8 & o ©w e B8 61.8Bw» 40,000 = evewo 51.8Ewx 10,000
By 80D s8enm wews wdn @S 04 F wew B owmsy ®cd By, OO
edstedBed 8uwd® Emw g 2016 gedE 01 E»0 a¢d@ce  eecBm YeE g ym®w ¢md
01.88wm 12,076 » aB8=n Geew ad@ec ©wnd $(0nh. OO D3®mOsT yBEW evdd,
©880ED Bwe® v eOmE Bwe® ¢8® wewr YeE eDBIBBeOsT vy MO ad@ec BT

BESIDOBDIW WOB B¢ BewISmG BE B el ¥y 5.88wm» 8,800 B. »¥s, cF»
edxfedBed & 61.88w» 2,500 » Gynenn gow:s wecw 8Os SE v’ @edun mS By .

OO NEOW®S ey ewdm e8Vwdm 80P D85 oy 928u BB ww OO Rty O WD
B85y BER® BEaed Bednd vsum Dnedd cyed.

00D 07 - 2016 ®8n 29 8 13108 r1e880mI6 N EOWS Bned & gdfced wvwIBDw

[ZEIESEE FoYe] BE 0ensy D6 @ BE 0y 88vs euEdm g80wdm o8
ydnd®ss 6 o 230®02575 98Bt Ng®O®S Oc
WEENOBE® Gomas PISIN O] Slele) BDO® ¢ o @Sggif @@3(8?;:;;:; :lgggd 8¢ G)«eﬁ;;:ziam’ =e
(ISIN) (Amount | gxmwome 8o RISEANSIO) e ey oS mm® S mm®
Offered) | (Agog) | O3mum® (Amount € OC& g g
accepted) Fome (Bne» (Bne» 8c v’ 8Eos
3®ws) 3®ws)
LRI Ngdmd
Ng®™»S D3m0 ®
2350 ® <25t
end
61.88w® % 61.88w» 61.88w» Y% G1.88s» G1.88s» % %
LKB00520E014 10,000 12.78 27,022 10,272 - - - - -
LKB01025C157 10,000 13.80 36,915 21,475 13.35 1,000 1,000 10 4.66
LKB01226F014 10,000 13.93 32,560 17,010 13.45 500 500 5 2.94
LKBO1530E152 10,000 14.23 45,925 28,975 13.65 } 1,000 1,000 10 3.45
13.70
Ond 40,000 142,422 77,732 2,500 2,500
6.5.2 2016 &8 31 &» omee¢nd

2016 @82 31 8 S1.8Bw» 25,000 =5 esecwo ISIN goz 04 = wOen 91g@mS Bys »3 By
gm0 088 ao@ec B8sY O ISIN gemw oot 61.88ws 2,500 » Yyenn D350m»O wewo

8O Coty 923 WO BYw. BEdmd vvn DYed ed.
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00 08 —2016 @8 31 8 5108 Wredo®d V1O Bmned & ad@ee wuwwiBTdw

SmusInd 8 vews? | 8@ ey 8EosF DS @ ©dDm ¢8Vm 808ec
egdm®unst =ned 9o 988us angdms 30022
BB D350® OB ¢ %G 8o SR B vy 88vx 8e vy
gome (ISIN) go 092m® | e | 92Bud me 0850m® 928es me
D3O (g »e) D350 ® DR FEIDB
1.8Bw» G.8B8w» | ¢.88wu® % C1.8Bw» 1.8Bw® %
LKB01518B013 5,000 21,254 9,000 11.75
LKB00619G019 5,000 15,025 5,000 11.75 Gty 9880 w3 By
LKB00821HO019 5,000 24,175 14,350 13.00
LKBO015281017 10,000 52,605 21,660 13.72 500 - 14.10
1,500 - 14.15
500 - 14.20
SISYo0) 25,000 113,059 50,010 2,500

6.6 y&E»On OBBH edgeesIE OYeLR

6.6.1 JOBEm edgecomersy 8wwd 10.3 dco grnuimwen wden 2015 e20@a8 02 8 82
eo Bg ISIN gozm LKB01530E152 ¢ @1c®@m0w 2015 02%0(®@28 @ 05 O 85 Pan Asia
Bank Corporation @wmmwd 8wwd 10.28 » dE¢ amumend ¢ecdmd Bgd. ad@ec
B8xY ¢ @D go ¢O» DE®WewsI® yenn DI S.8Bwm 2,500 = § g@mc 5O esgy
e 98, 2015 ©200:®28 06 O 8 Pan Asia Bank Corporation gemmewsy 8wwd 9.25
® OC gpmeE oo 8c2ensm BYh. O, OZHO OO gow 0 NEOWIeWsI®
01.88wm 750 = § 91g@m0S Bwwd 9.5 F § 9 emymomws edexf Wealth Trust Securities
Gemewes’ 50 Oceoxm Ayen gmd, 2015 e00@a8 09 8» Fyeon ©I50HO
01.88w» 350 = § @@= Perpetual Treasuries aownmewsy 8wed 9.25 m S ameonws
wOen 5 O» 8O enn By .

6.6.2 euddm ab0wm gd®ec 88xY ISIN g LKBO2035C155 ¢o» ag@mdewsy 6.88wm
10,000 == § @@= Bwwd 11.10 = 11.20 = gm0 dc¢ amponwesy (D¢ oey) oo 2015
e001®28 02 85 5Ho@m 0dgcemecs’ 8covm Badh. 2015 020@a8 05 8» v®
Ne@WCOEST 61.8Ewm 600 » c®@m3 Bwwd 10.98 m» dE¢ ameinwm»O Pan Asia Bank
Corporation gowmn»w0 ¢ecCdmJ By . IO ad®eE 9 Icd@miersI® 6.8Ewx 1,000
® @S 8wwd 9.80 » ¢ 3w OO YPwWwHDEWSI® SEO evm B <.

Bedms vvm D9edd cFed.
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090 09 - 2015 D838 vIedtnId V@S FOBB® eDgeewR RnE DM e S BBvwE ane»
0 88 o B® B ¢B 9 acws

onecn Buded 8ne| dnamd@mo | om@mo; SR Srenm gwws Of. B2 oB® 851w ey 8
32\ oL (clean
% price) &;.
LKB01530E152
5-Nov-15 EPF PABC 10.28 1,000,000,000 1,053,641,000 105.36
5-Nov-15 EPF PABC 10.28 1,000,000,000 1,053,641,000 105.36
5-Nov-15 EPF PABC 10.28 550,000,000 579,502,550 105.36
5-Nov-15 EPF PABC 10.28 1,000,000,000 1,053,641,000 105.36
3,550,000,000 3,740,425,550
6-Nov-15 WTS EPF 9.5 750,000,000 837,617,250 111.68
6-Nov-15 PABC EPF 9.25 1,000,000,000 1,138,256,000 113.83
6-Nov-15 PABC EPF 9.25 1,000,000,000 1,138,256,000 113.83
6-Nov-15 PABC EPF 9.25 500,000,000 569,128,000 113.83
9-Nov-15 PTL EPF 9.25 350,000,000 398,382,950 113.82
3,600,000,000 4,081,640,200
3,550,000,000 4,024,717,250
Actual Loss (284,291,700)
LKB02035C155
5-Nov-15 EPF PABC 10.98 600,000,000 624,642,600 104.11
5-Nov-15 PABC EPF 9.8 1,000,000,000 1,145,978,000 114.60
600,000,000 687,600,000
Actual Loss (62,957,400)
Total Loss (347,249,100)
6.7 @302 80t 0GR ¢ REDTO Coesxs Grwmd Wowo Perpetual Treasuries e@w® 589

G eo® #B @ Y B

6.7.1 2017 523208 27 8538 gom : 2003/41 ¢om g8 Sods 01090 Bedemre O8=7 (¢1§€n® 06) “2015
@838 01 8 80 2016 @8 31 ¢0r mEebdedcw BE WIeEtNIC N E®WC By BBE
BENCD »uiFwo BABe® wy SO8nmw BBe® 550368 SR 0m8esy 6D enmd
B .

O® em8ws wured Bua sl OB gmyno® 2017 0¢wi@38 30 8 O 08w wwo
D800 gBOC; EeNB8BY 00n @28uns WS BYdh. OO Dbnred wBdede gow : 32 -
“Determination and Report on issues stated in the Mandate” (89 o= 880 - 910) woex

16



6.7.2

6.7.3

6.7.4

(2:8§eq® 07) Perpetual Treasuries @0® 88z wredtdomd g®@m 07 »O (ISIN gowm -
LKB03045C013, LKBO015281017, LKBO02541A016, @ LKBO1530E152, LKB01226F014,
LKBO01025C157, LKB02035C155) @cog onecmndEs §& @dd §cE cid® ¢.88w» 11,145
= cow BYean 90 @Y 6.8Ewm 8,530 » @dd e CI® oudm addwidm ¢d¥LE ¢
FRES G088 FwHBY WOWI CBWEHD B eh DO BCHSY WO BY .

D¢, 9 8CHsI QR §eE IO OO 8@1n® S8BT SR 83:0D8 emICNT @wWr BB O 5w
eDgcoi OB BE® O8nY cvwr 0o g8 DD ¢ emSesy wwo Dadmed wewnsy »S B .

veid BE 00D NS @wWr OB WY edECeE DB BE® Bewd @B D0 Boeww
BBO ewewr emBesy ww slvaned arNdieny OO w8 8cm® miern By amd
OO 08 ©8Dedc @om : 23 - “Perpetual Treasuries Ltd’s profits and how they were made”
(89 gom 814 - 823) 8B (218 er® 08) Sedncorf@md ¢y n.

Pepectual Treasuries ©@0® 88x 0uddm ¢8widm @08eR ¢ aRED Catss GrwmBY HOSMI
Ceo®) @18 ACL YeE C1O®, vy wewsy Wogy eYneds! dnemmedd nveamw BEOO
@500 B § 50 & 0¥neds’ ¢@n D8md wOer ®enm e WO Dodmo WO G teds e®®
0082500 e3¢® @wWacs ®BIBN CE.

6.74.1 ©08®» edgcemei v dOBBm edgeceme OMELNDD Jed wydpd®us msiedmo

OBe® w5y OB wydd@ury wewr BoGE Boe® suem® wuwy) CIAD § Com v ed
88sY e®ewwdrm e Lanka Secure System @8x¥ 2014, 2015 %0 2016 @z 088DE0 ¢cEd
BEHBIG OB R¢ Dadmdnst Bnenme 8w C OB 850 OO emoRd; 838BEHEEE BwD
wewsy ®0E Onda.

(1) coss wdm@us oxnecyy O Deliver/ Receiver Free e Repositioning @83 &¢om
ORECNOC endd® Bwdxm Ixm® (Settlement Amount) @wnm sddBe ne D8mo
©25%05®.

(11) ot dm®us ometmdn goms »Ow O Deliver/ Receive versus Payment g0
BcO 0necmOE endd® 8wdxm D3mm® (Settlement Amount) owvn sddBe nE
D80 GO, ¢ ® ONECHOE ©wcvsl eedd® Bwdnm DIWMODE §eo@iy5m0dwsy
B enw OO.
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6.7.4.2 ovnm wcws’ ®Oran 0¥neds’ Bemom ¢ ®Re¢HOC end® Bwdn O3mm® 88ac¢ dunmd

6.7.5

6.8

6.8.1

6.8.2

PO OMECHWOT ©wnd sOAD DY, 957 8 YPO®® OWMELHWCOBT oD
3eO8®m gonred grwmm O NI OO e0RC] DO BEWNI CR OB B©dsY 51DR®.

B50858 08wy wnr Ddmed s8dede gom: 33 8 wensy Bbednde (89 gom : 911 —922)
(2:8§q® 09) 15 B sy Bledas ©88 ewdm a8 wdm 08 dgodm ¢ onecy) 8¢
§el OeHDE® 1 § G ©¥ WD Bewon DOSamedd eudm addtidm a0PeEd w®
8 8ed aB ¢ wuIm v Do O O DOBD @yrn BEIsT wern OO w8y O® DeRBD
@) BEWITensy OO 8w 8wmd B® wrndw B8ECD &x»dny u3©R0® gedniws
0 B €. D0d® 0ddm 280widm a08cE e0Medsy OMELHDED OO wew DoywIe C
et HYSBIE ¥ Doz @8 Bwo 0 B yeOcEwesy e Wiy B8ECO YeE ©eBEW o
B Com @ WD e B wm Blednwsy Huwin®@m me ¢rn OO ¢ Bbednr m By .

308eeCs e »EOIMS B N YROED yBBRE vRBODE pewiymw

$ewIsmwsy uleann De®x), 0@ ewd® EPed®sT ¥ wm YeE CrIS eecBmO
308 §ed v 0. dotd Ondm §eE Bd®ITVewsy eeeB® el Yoow yr wmed
DO @30, § Com O¥ Demd BB WredtmIC D EOWT K BOHOD EDBe{BOE OHELn)
Bude® emnwsy wewr a08ceoC a1@mned®@Inonm e ydiw yma (Projected Cash flows) esmed
WO GoewdsmG wewr 8B GG odsw Boemw mOD C1ed. Yocs ordvw Boemw BOed
@B B erd® ww gD 80ED Bwe® 8w e eDIWOR) Ced. 937 8
edme®sInen eE oduvw Boenw mIm ¢nd, ®Ws® wbwicw B85 mewddme mE Wi
Gee alm08 o0dn Bledn BB m»mOnn “gBciw end®” wm WCwE BEIDE
$ewIsmG ®E B e Bbedn »om ced. & amd, 2016 ddved 2 wme mo» ¢
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2015.03.12 |2015.03.16 |LKB010231019 |2023.09.01 10,000 27,890 14,462 |9.25%-10.0998% 1 *3 654
LKBO0618F013 [2018.06.01 10,000 34,343 22,943 | 8.2503%-9%
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2015.04.21 |2015.04.24 [LKBO0618F013 (2018.06.01 3,000 21,860 4,560 | 8.0982%-8.2296% 2,667
LKB00922G017 (2022.07.01 3,000 21,585 -
2015.06.09 |2015.06.15 |LKBO0520E014 |2020.05.01 9,000 27,350 16,500 | 7.9002%-8.1999% %7 291#
LKB00922J011 |2022.10.01 9,000 30,100 16,100 | 8.3997%-8.6499%
LKB01025C157 [2025.03.15 9,000 27,330 | DEoq »6 @m
2015.06.23 [2015.06.26 [LKBO0517F157 (2017.06.15 1,000 6,100 1,500 | 6.6996%-6.7050% 4,843
LKBOO718K151 (2018.11.15 1,000 6,100 1,500 | 7.1802%-7.1820%
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LKB01024A014 (2024.01.01 3,000 13,735 | @9Geq =3 1> L *10,526##
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2015.12.18 |2015.12.23  [LKB00520L159 (2020.12.15 3,000 10,050 1,300 | 9.3996%-9.6498%
LKBO1530E152 [2030.05.15 3,000 10,010 2,860 | 10.4796%-11.3948% 3,299
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30-Oct-15 | LKBO1530El 14 6 3,000 3,669 2-Nov- 10.107 - 10.4

52 2015 2-Nov-2015 PABC 1,000 10.30

2-Nov-2015 PABC 1,000 10.30

2-Nov-2015 PABC 1,000 10.30

2-Nov-2015 PABC 550 10.30

3,550
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28-Jan-16 LKBOI5 143 5,000 15,650 1-Feb- 11.53
3-Feb-2016 DFCC Bank 750 11.10
3-Feb-2016 DFCC Bank 750 11.10
3-Feb-2016 DFCC Bank 750 11.10
3-Feb-2016 PABC 650 11.10
3-Feb-2016 DFCC Bank 750 11.10
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Total 5,150
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4-Dec-15 Auction EPF 2,000,000,000 2,180,868,000 10.40 109.04
4-Dec-15 Auction EPF 2,000,000,000 2,172,040,000 10.45 108.60
4-Dec-15 Auction EPF 3,000,000,000 3,244,905,000 10.50 108.16

7,000,000,000 7,597,813,000 | Average cost 108.54
4-Dec-15 FCT EPF 300,000,000 335,258,100 10.10 111.75
4-Dec-15 FCT EPF 350,000,000 394,379,300 10.00 112.68
4-Dec-15 PABC EPF 300,000,000 335,258,100 10.10 111.75
4-Dec-15 PABC EPF 100,000,000 113,147,900 9.95 113.15
4-Dec-15 PABC EPF 200,000,000 225,359,600 10.00 112.68
4-Dec-15 PABC EPF 300,000,000 340,857,300 9.90 113.62
4-Dec-15 PABC EPF 900,000,000 1,022,571,900 9.90 113.62
4-Dec-15 PTL EPF 1,000,000,000 1,117,527,000 10.10 111.75
4-Dec-15 PTL EPF 1,000,000,000 1,117,527,000 10.10 111.75
4-Dec-15 PTL EPF 1,050,000,000 1,193,000,550 9.90 113.62
4-Dec-15 PTL EPF 1,000,000,000 1,136,191,000 9.90 113.62
4-Dec-15 WTS EPF 200,000,000 223,505,400 10.10 111.75
4-Dec-15 ACS EPF 100,000,000 113,619,100 9.90 113.62
4-Dec-15 ACS EPF 100,000,000 113,619,100 9.90 113.62
4-Dec-15 Seylan Bank  |EPF 100,000,000 113,619,100 9.90 113.62
4-Dec-15 Seylan Bank  |EPF 50,000,000 56,573,950 9.95 113.15
4-Dec-15 Seylan Bank  |EPF 50,000,000 56,339,900 10.00 112.68
4-Dec-15 FCT EPF 50,000,000 56,573,950 9.95 113.15
4-Dec-15 FCT EPF 50,000,000 56,339,900 10.00 112.68
4-Dec-15 FCT EPF 50,000,000 56,999,150 9.86 114.00
4-Dec-15 NWS EPF 50,000,000 56,573,950 9.95 113.15
4-Dec-15 NWS EPF 50,000,000 56,339,900 10.00 112.68
4-Dec-15 NWS EPF 50,000,000 56,809,550 9.90 113.62

7,400,000,000 8,347,990,700 | Average cost 112.81

Reduceable cost 315,980,000
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o AITHEDBEG Fpd UTHSTIY FHLHMSH DWeoUbBHHID BCrrohdled 1958 et 15
S0 Qevds 2mAw] Bgweomu BHW HeTIFFLLGHST S eaFud BFwsomu
BHwWD  oylldasiulhpbSSHILET QFupuTl (B BLoUgHmBHeT 1958 G 30 b
Fad IDNGHIULRYRHHSH. DibS AHETIFFLLSHT 4(1) g Ofleler Kysmyw
SFsTIFFLLSHGT  QFwmuetiamen QFUDUGSHHIHD CBHTID 6w 6TTUWIT 6N (hE(GHLD
Ibd JAFeETIFFLLGHS 5 o Uflelsr Ggsryd BHwusHeE  (PSTELOSHHIAILD
o> Qurpiiiyssenen  BomGanmibed Hevmiensd WHHW  eumidSuler  HTEIWIF
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o eitemeuny emflwy GFweoru FHWSHT QFLDUB DMISHHBHETHEMEIT  616u0T600MSHM B
2.63 WevelwenTad QBHBSHILAT DSHHBHUID 2 eiteneury BHwsHer GQorss Capul
Qumind  epuT 2,066,299 OeVelwieITE  BHHBSH. BN LUFETID  @6vEIENSUT6T
UGHWene| SFFTEIG LHMIWD SHelWwT] Hlemmaeied Gaemeuuled FHUL (HeTemeu]amerien
DIMBBHGHEN LIHHD DmHBLUULL BHEH BHWSHHMEG WpaTenarw 601 (haseres
Gural  CEIQWTEHAID  LOMWPEHLTHOD  HTHHHMS  gOUBSHWIGHS oo
FhHTILEIGeNET  BUTEH HOBIZMIWTLNIGEG 2 LULQHHSSH. REVEINS LSS
eumiEuiermed 2015 Quigeufl wHmD 2016 wIJEF wIGESTN GHOBTETETILL L
Urgdemena@ilu  Wememr  apn)  alplCundlgsed  Gamijurs uflHAiugsnars
pLOUDD  Qurgk  pwmdseT  QsTLIUTET  QFLMEGL  gmlLsHer  Gumgid
Gumampiiu’ L Wewewipy)  eBCwrsw  OzTLjurs  Gwsvdswrs ufl HIusnETs
pudlssiu’L  gamAud opmemisGualst  Gumgid @g QsTLjurs  elfleurs
elesTeulILL I (HHBH S DI dramyn obs  FhaIUusSHed  Gmammiu’ L
el wmismenuld HeuaishHed OCameni(h Gmry  (wWenmenwulsd HemmBafl  Newewipm
aBCwrdsamev  maalBousn@G SHITalsHBHS STOLULGHDHE nlgul  HEUGILD
Cenisd BlHwsHear mHiF wasTmwsHHen CFweWaICapnedms uFLFIusnETs
Bhs oMemas SWTHEEIULYHHSSH. RHS JANsmas SsUTfeGL Burg HNEGFw
ghasmenl ufldese0, OGaTLjyemLw SrulermLer Seohaim»IUTHH0, GupliulL
SreYsmeT  STeolILGUUTUIR] FHulsd vGluTule] CFulsed GUTETD  (LPENMENLOSET
HestupmUIUL 1 HHSH60.

o6m Qluiy BzLoevrL BIHWSHSHITE0 (PFH65(HHEMET VAL 54 18 ) Q& meiT(EmHLD

BOL(IPMMEBET HfdHd FHwmen iglinenLuled Gum@smeteniuLren, BlHuigaHed

WSS emaras Gurdlweneuren uewid sTewiUBL CUTEH JOHHMBTE FHLO6IHSTEMLD
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oo 16z  Uemewmiwilenwl eI GmmhE almendment  eldlasHer S
@UewiLTD Bemev Fhenduled OameTesia] QFUIHD LLOHMID (PEHMWITET FTHHWeuerT
Spuiedle BLLD OQumdeain swuaisellsd umidmsd wWHedSh OCFuimhed Gumeim
QFwPUTHEeT BNUSISHIT  HJH SHETMDHE GCHIQUITHO|D  LOMM(LPHLOTHELD
FTHBHMS JOUBSHUIHHSHMID DeuSTaldsliul L. ST KFsTyn 42 wevedlule
umIE (WPHeSLiged epum 1,300 evedlwiest Gotni (brest epum 42.8 Wevelwesr Bghnjuwl
BLLOWTEIM  goUlphhsHILar  Nenewi(ipm  prwu  Fhanduled  QEmerealeiey
QFLIWTOED @IeRILTD Blemed Fhanduled QdmeTealeie] CFUILNLLLEMWOWTED SpJbu
ghmpuied GameTeeie) QFwleuemng alL epuT 316 Webelwer Gosvdad dlrwiGLomety)
OF6ve Geuewiy MHAWSHDG GOULRHBBH. GLID, STEUILTD Bened FhmHuled
HeopBafl  VewewipmseT  alpusnesr  QFLWILLGB  Fev  HOmBEHHSGHN IHD
HempBafl NemewrpPBw @yewiLmd FHlemev Fhemguled GameTeuaie] OQFUISHMLOWITE
ahuT 347 Wevellwesr HLLOWTEIN gOULRHbHSH. HASST LFsTyn BHw  Fflwme
Ggamgo  wastenw  QeuwiuLremw  OxeflurdulphSEHILET  UsTSHmS  (PHH
Quiyw Gurg Wsad elemersdmenter wOHDID QFwmSmerTer (PHeSL(h eudlsemen
Oxifley QFuwIuBNHTH Gz emeuuwtmeot STLOT6OTLD 6ihdHd  CeusmmguimhbHenLD
Oaeieurdlamgl. Gwsvid, emflwy GFweomu BHW HBTIFFL LGNS QUITHSHSHLOT6
WysmyLd BTN SHIEUEMITUITED(FHSH60, B&wig 6ot (AL CF: %13 GUITIRIE 60 6 61T
GeuefiliuenLwinas  GomOETaToUSNEH CHMEUWITERT  HEUYHMBHM6T  61(HHH60, LOMHMILD
ool GFwevmu HHWSHHGFW LNenewr (PHIH6T y,6m6u0TE S LPATDITEL  eULPEISBLILIL L
durflasmen HIfHOTE JPOUGSBHIHEO (WeOD HHWSHST B LHmIDd HFeurss
Qwpusnienw CrwmdHments CumbateTen GeuswnauilBHhHHmD DeUSHTNGBHLUILL L F).

Sfismaular LSIeO(IpL SHERTENLOWILD

2017 HOswuy 31 @ev 2 ereneuty Owrss CaxpPlw  Gumiod epum 2,066,299
Wevellwest  QBHTEMSHWTE  DITFTRIBSHSTE0 HIFeudlbBILBEGD  DIBISHH6T HEhEDESHF
Qampaomer  urflweneleomen BHAwsHer mHF, HomGafl demewiwpy), HewmBsif
o auTguIeuEH6T, (Weraiflewoll UmIG, WaiaIfln OHTGHHS SHLAT LOHMID  Jeneurl
o usgewmIGeT Gumein (PHSL(B auPsafed (pHeS(H OQFLWLLGHamE. G,
SLTOL  euTdhensWTenynes  @eveons GBurdeiw, HomGsfl demewipmlaeT oyLdU
ghempWiet OCaT(HHDHE0 UTEIBNBEHSBTH MGFL FHHTULIPLD, oemfluy GFsvmu
PHWSSNG 2 FSSTHUINGHSHILST  BHD b FHMSUINID, BT TD
FHMBUIQID, LITSHTRT UTRHMBWTENITS SLbS 60 HFTULH HTEUOTH [BHLOUIQHMSD

a(hSHBILULIYHHSH. ST LFsTrn 2015 wopmid 2016 o0 pewihsefllear Gurg)
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3.1

3.1.1

opanflwiy GaFweomu @BlHwDd SYTOU  WHMID RTEVILTLD  FHENBHUNST  6UTIQE 6 EHWITET
RMHEUTTS  BLOUPHMS 6I(hSBUULYHESHH. SeVmIend WSHHW  eumiduilernmsd 2015
Quuyeuif] LoMMILD 2016 O & LOT SHEIH 616wt Gurg) GumOsmememiuL L
dyFdemenasens@Gilw  Wemewipn alBCwrdsssd CFwmurbhaement ufl SAUUSnHBTH
BoLOuDm Ourg (wwpdser QFTLuTeEr QFLNGUES dnll  SH6VHGHIETUITL 6068
Gurgid spnaTes Bulssiul L Famdud) pmensgroals FhHUlsd QL bGumm
ufLAldesr  Gumgid  Gumaamliul L Wenewi(py)  alBCWITHHHe06m cpsod  2emBluiy
Bzweoru  HHIWSHEDEGH CHIQUWTEHAD OMPBOTHAD SHTEBHMS gOHUBHHW
alLwmisem  Fofulssiu’Ler.  sipaBurg  2mAwy  GFweomu  BlHwigHed
Henemi(pmsenensd OameaTousiay OFUluSHSTET  SYTOL  FHdBHUTVID  STewiLTLD
BemevF Fhemguleud (WwHeS(h OGauiuyd Burgl goULR®mbBS  LI)ESen6nd 6L 6T 6ot
Bemevenlo  QFHTLIUTS OaTLFFSwTS &60[H ST WITL VIS 2 UL RHbHSSHI
Gomanmiin’ L Bl6m6VEMLOEM LIS BHOEUSTHH60 (OF3120)(C) Blwig 6wt i EN
(WaETmWHHUGSHE  QFwemmmeney UL SlusnasTsan, 61GagLons  HemBaif]
Henemipplaenens OQsmeteae) GFuised MM alpuamer OCFUIHD 2 6T6TLRBIH0TH
WaSYnaTs  QsTLIYuBSS — 2amflwy  GFweomu  BHwWSHHMEG — gouL(HeTen
DIFHSHHOB6T OBHTLIUTET I wmisemenl ufl AIUSHETEHAID 6TaITe0  Bereundbend

SWrfléaslul (heTeng).

aipe  Lgasrgw, Gmry wenmenouled HommGafl UenewippaeT aIBGWITSHHm6v
wasailL 2015 Quigeufl 27 oub Had (Wwaeo 2Py Ggweomu BlHwD @ewiLmb
BemevF FHenguled OaT(HHHN 6UTEIBSMBHS alevdl HoHdH UmT DHToUF
2016 G T euHTWTE STLILUGHDGH dnbHoTa  Houalld CFsHH RbS

SMEmE HWMHoSIUL (HeT6Nng).

Ueuppliul’ L (penpnenLossit

@by Psmas surfleGd  Burgk  S6 smewIISSUUBAGID  (LPEDMENLOSEIT
LSTUDOLILIL 19 SH6MT.

ugdGeusefes LfL Sl

1958 @e1 15 o Qevdas o2apluwj Gaweomru HHW  FETIFFLLLD LMD
FnaTE Leten GumbametemiulL &HmHoHHmime.
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3.1.2

3.1.3

3.1.9

3.1.10

3.1.11

3.1.12

1949 @& 58 o> B6vdBd HITWILF FULLD LMMID DS H(HHDHHBIHEIT

2015 Quigyeufl (p&He0 2016 G WIFHLD eueDFWITET HTVLLIGHUID @RevEImnsd LS
aumiduiemed  Cum@asmeteniu’ L HeomGafl  Oemewiupmaemenr  alBGWITH&SHH60
OFHTLIUTS SHISHBTUITONT Hmevenld FHuHulestmed QuTH (WwmFEeT OCGTL U6

CFwun@GHwaln@&GF FLIFLINSSUULYHES MCFL HeIbsTUIR] DNHMmED.

2015 GQuigeufl 01 ok Had (WHev 2016 wIFF 31 euemFWTe  HTeLLILEGHUT6D
BumOametemiul L Nenewi(pmaet alBCwTdGsHmev uf fAlugnaTs Bubdldbsiul L
FoTHUS Dy em6emIs G el IMHmD

BeVmINad WHHW URISUIST HTWETF FenL SHTLOTEILD

oamfluiy BWISmE OQumrmiiy BHwsHea  (WHeSL(hd  Gpelenmed  eT(hHBLILLL

STLOT6IILD

Hememipp)  elBCwrdliugn@ilu  HewmBafl Kenewipm  gevalphusmenseiled  LBIE
wHOId  NfEms  wHNId  gomisGsTeaTeriul L. Csetal oldens Treasury Bond
Auction Participation reports and accepted bid sheets

Bevmienad wHHW eumidulemed Buemisy GFevevliupdeim “Lanka Secure System”

@60 2 6N BHULLL  HEBHEUGODHENT

Oxmed  HmemsaensHedpbas  GupiulL ey Ggweomu  BHwSHHMES W
BHBEUEDBHENT

oanflwiy GaFweomu HHWSHHET UBHLTHS HFHdInDmIsHS6i

oamfuy Gaweoru PHAwWSHE (WHSL(hd Osmetend gamm  (Investment Policy
Statements), wseS®h  womdD  elwmury  QFTLuTer  euflesTi s  Bo:meneu

(Investment and Trading Guidelines)

oamfly Baweoru MHwGHE BrenmhHs sraiuTwIFF Fapm (Daily cash flows)

48



3.2

3.2.1

3.2.2

4.1

4.2

4.3

5.1

5.2

genenl LflGFTHemeuneit

OFHTLIYMLW SHILULNITHLET &H6VHSHINTUITL 60

OsTLIymLW  Bmeuetd  epeod  QupiUlL  SJeyser  sTeoliuGuumule) FaHums
ugluruie] QFuigl FoTllssHe0.

allwil iy

Gmryy (wenpuied HemmGafl Wemewipm IBGWTsL ewsallu’ L 2015 GQuiyeufl 27
b Had Wpaev Py BFweomu BHwD @ewiLmd Blemev Fhend QBT (HEHEH60
aumRIBLEMeHHSH  elevdlw  Hald euedy BTeug 2016 G LTS  eUMTWITET
srTeolIuGHBGFw HemmGafl emewpnseafer Gamereustoasensm LIFL $lgg60.

ool BFweoru HHwHHeT BFH LOGum (PHSL(B auflseied (wHedS®h GFuls e
alemendmenen LFL FgH60.

ol  BFweomu  HHWSHHGT = HELSIHET  DEBHBHUTBEHHEGH 2 FfHHTEHH0
OaTLjurs ufldese0

allLwl uyiGuedensv

Bhs oMsmamu SWUTHlusmETE 2013 1P He0 2017 UEDFWITET  601(H S EHH G Flw
WaHeShHeT  QHTLIUTE Flev  Hd6usdmen 2017  uwper 05 b HeH  (PpHev
SeeuaiBuTE CaTriul YHBSHILET, WHeSH OBTLIUTE HoHeucodbeilen UFFevemest
EUEMITULIN]|E B LILILLQ (T b SHEMLOUIIT 60 SlUNEMMF FoFudiugsmn@ BHEUSTHHM
Oamatendamigwl  sTeOOWTSIM  61(hEHGHW el 2amPluiy  Gaweomu  HlFHwig et
uFnsLeno siFarfluler 2018 wIFF 22 b HeHu SRHHHGT cpeold (Qemewwriiy]
01) smewillaalUlIgHHBHEMLD.

HewpBafl  Vemewipp) OHTLIUTE @UewILAD HewevF Fhensulled OCBT(HHH0
ourmiseEmen  Cuomlsmeaiepd Burg EQBTHEH0 UTEIHOHNT OCHTmELELS
BVHBHIMIWTLED 20 16 GumlsmeTemiul L GUTHID, BB HEVHHINTUITL 6056160
QeueiliuemL s  seaewweno  UfLAlugnasts ude] OQFuwin’ L  Smeeu (Hoser

o Crremsvd &L Seenen LF AIusmHE UTWSTIY OQBLOFT (PEHDUILET 2 _6iT6rm
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5.3

5.4

5.5

5.6

5.7

OBM(HHHL AUTHEIGEVHNT DHDOWTEIN HouaihHed QameTemiul L STeOlILIGHHUN6d

oy GaFweoru MHWSHHED STETLILIL TEDLD.

(PSHOVMD g FnaTes 2 FF almeandmel aldssHHILar Cxeral FwIllsHHe0, B
smewilul L Gurgid, (WwHeomd eeusHmaETs Goenal FOFUINGSTMLD LOOHMILD HTESILF
gu  SToTaisHer  cpeold (PHSL(BF  FhHSTLUUBISET  6UEDTULIMIGBSLIILIL L 6o
STYeWIOTH, 2 eTenuguiter eneully eugdset (OMO SDF) eaiim @mmbd Hevalemen
WHehseiled 2 aThmWhHmo Gurain Fhajuumiseier Gurg BHWHHMEG goHulL
OQxsTYINHUTL(H BLLSHMSHS SIUNGHISDES (WIQWTH([HHSHENLD.

opaflwy Gaweoru HHwsHeT HHeww ogrmies CFOUY usATEIBET0  (PHeSH
Qi BGurzl SiIBsNaETE GurHweTeurer JFFMISH0 FOHUGHSSTDST 6leT (GMIILTS
2 NFILGSS WYWTHBBSEDLD.

panflwiy  Gaweomru HHWSHIL ST OCBT(HHH0 6UTHEIGD CHOBTETHEIN e
SEONWTT  FHWMBeNesT SpTOL  UTSHMBWTNTHeMET  QBT(HHHD  AUTHBIHE0HEM6IT

Sowrsl uFLAIUSNETE HeIHSTUINNE0 UMTUIEND HT6NuTLILIL L 6DLD.

opanflwiy Gxweomu BFHwsHsTeL HevmBaFfl Uememippsemen  Gsmeeustiey GFuiujwb
Gurgdl @rewiLmd  BlemeodF  Fhemsuled  alemendment  eldswors  Daily FT
Quidssreied  HapbCsmmid  ysflssiuGdan aldsd  uwaLBSHSLILGMISTS
OeuefWiL LU Y HBSSEI. ealeid, obs CFudl usdilmauled LFaflasiubaem
aldlsd Wealth Trust Securities etetim QUWHEBGHEF gFownen Giemmaeied FHUBSEID
Gumlly ST UTIPSHEMBWTENTHMEITED UPEIGIUL L  $H6U0SMST Sl uled
udArmslIUGSSIULL FFSOTGW. SibHH S0 Rbs NEmas FHwTfeGn Curs
alemene] ealdlasma Uil OCFususnstes vweLBSSUULL BurHaib, Deummlet
Fflwresr st GaTLjure 2 _mIFuuhsHs0sonaiemml QuDMISESTETOUSM S
WPQWITHBBSEMLD.

BHs  CaThdsed  aummssmen  QupmsOsmetepd  Cursl  gosTeulsTm
FhaHTIUSHL BHCWLTFY goUBGISTDST etenr uF AusnE OCQummaifles SavbaTulo]
(Forensic Audit) Gsuiusmg Gurdweneures FlLfHwmer gouT(h&eT LOHMID

Gurdlwiemeures 6ueTEIGET HeNeWIBHNMBHHMHF OFTHSHIOTHE SHTCIILILIL TEMLD.
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6.1

6.1.1

6.1.2

@FwimHurB 6T

omfluy Gxweoru PFwsHar GrupuiBBlemer QBTLIUTT DPI(PBLD

Bwsms STHHSQID ST BljeuTsEpLd

@evmEIemasuled STy OMID uGdHwereurest TF  FHlewmBeilsd  CFemeuusieen
o WITHEHEBE Fepd UTHISTIYS HLOwraiemm evsTilsGd Grradled (enewiliy
02) 1958 @e&1 15 o0 @Qevds oy  Gawsomu BHW  HSTTFFLL SHHeut
(@ewemiiy  03) & eamPwy GFweomru BHWD SpTOINSSILLIYHHSHHIL BT DISH6T
QFwpur’ B BLUYSMHH6T 1958 B wIHWL 30 B Hed DTLIGSIULIYHBDE!
B AHBTTFFLLSHe 4(1) o flelesr Uysryw HsTrFFlLGHer Lenisenern
GuomOaTeToug QHTLIUTS CBHTL DLEUWTENHBGW, DbHDH AHBTTF FLLSHH6T
5 opeug Wfleler Aysmyd BHwmiseier (paTemwsgeund wHmiw CQuITmILLSEemen
BempCaupmise0  OsTLIUTE @6evEiend HHW  eumidHuleasr BIETWE  FenUSE@GLWD

QUTILIYBHET NEBUIENESLILILIQ (hHHSH6EMT.

Goapd PAwWSHET (PHSL (b OameTema Geusiluiliger (emewiliy 04) 2.1 b
Aflelesr Wysnyw prewiwd Femuulsr CrToHs, DiEIGSHHMTHMET T0TmAORHMENT
(Interst of the members) ungsTILSTE BHBSSILET e 2.4 S Wflele
drsmyd BpHwd  waremwssen Uflelar  OCurss  Beoet eldlsbd 2 FFOTEGLWD
aemaUlled HBTeMTbHD BHwsHaT (PpHeSl(hd OCFTGHIMW (PHTEmWHHIOD GCFUIULD
Qumrmiiyo enswefNsEIUL I HHSHI.

s (bBsH CFTEHd GsTLIuTen SiniLpsd

1058 @e1 15 o0 @evdas oy Gsweomu BHw  sFETrFFLLSH  5(2)
dflelest  gsngw oPsTIFFL LSS uelsEndssTes o Laguts  Goheneuwimm
BHwGHesr uewid, BIewwWF Fenuuled QUTHSIHIOTEIGH 6160  HHHIBEMH  MeuliLLl
Uememisefled FHUubBSHH SbH meulyll Neneuisensn  almhusnet  CQFuleusdnETs
BTILE FUbG AHSTID  eupmIslUL(HeTengl. Guoevd mBlHwsHer WwHed (hé
Oaxmetensd gammlest  Uysryw, wHAW  &HTeL  (WPHOL(hd OFHTGHH  Leteuhomm

aHTUTTHSUULL G|

51



Sl Leumernt 01 — BlHwGSHST WHeS (b CHTGHH

WSHOLB auemns aAFUTFSBIULL  SH6ven6u
ayFTRIGSHHeT CFOIY uSHTHEIS6T 80% - 96%
UBIGHF FhHend 4% - 15%
(PITE@IflnIDd LT LOMMILD 6J6NETUI 2 LIS 630TEIH6NT 0% - 5%

gt Uyasryd 2017 HOFwuy 31 @Red o efeneuny HHwsHHer Oensll  LewwILD
ueBoum  (WHSLB  cpevmsefled (WwHeSH  QFLwlulyhs  wpemm  &SCw
BTG SLILB S BT DS

Sl Leuewent 02 - 2017 HOFwuy 31 @eo 2 eimeneury 2emPluij GFeomu HHuigHer
Wemall uewt (PpHeS(h

WG eufd 2017 HQzFwuy 31 G6d Qrss (PHESL 1968t
2 _eieeurml (PH65(H FSHeIBLOTS
CFuwiuLL OFTens

ABLIT.LOI6O6VILLIEST %
i. SHeomBafl Nemewr(pn 1,748,785 87.8
ii. SopGsfl 2 ewnguied 69,784 3.5
iii. ouel UBIGHB6IT 84,313 4.2
iv. owuel OHTEHHE L6 38,744 1.9
v. Blsms QumrutiyF 2,746 0.2

FTSIMHLD

vi. Blemeowimen eneuliLdbasen 48,000 2.4
Guongid 1,992,372 " 100
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6.2

6.2.1

6.2.2

6.2.3

WHBHEBMeN MBS fHHIE QBTeEHLD CFULICOLPNMBEIT

2011  HEgFwouy wisw  BoLOUDD Brewws  Feouuwlst  FalLsHer  Cumg)
SESsfeEHIULL  (WpHeShEeT  wwmmw  elwmuryd  GsTLIumer  eudlamiigd
Camemeuulest (Gewewiliy 05) @yewiLmd uGdHuilest Lgsngw  HeomGafl  Nemewrpm)
wopd  HeowBafl 2 _aviguwiensefllar (WHSLL  SmISHfHHIB — QBTETEHLD
QFweo(pemm&EeT LsTeumoTm R(HhSHSH!.

41.1 o Wfleler  ysnyw  BPHwusHar  wwaTemwsEen  fleler wsHHw
SIVIEUVBHBT6D DITF HLAT HbBMSILLOAHHFH DV60H FhHenduler LeoGeum
srudemflLdpba  HoomBasfl  demewippssts dmLsdam  BhameuliumBaemnen
(Offers) wdlulpEse0 woHmd Caeweuwnen  ealemendpenen  STwraihs BEWwHHe
SFHBTIHHTIING (WHeSH OsTLjurs Fumfle CFliwiuGaaTngl.

41.3 o Ofleler Uysmrw oLTwU Fhenduled (WHeSLewL Gmbsmeienw Gumgl,
(P DNIUVBHHTED  OHHW DUV BSHHET S BOTFMBIUIL BT  DITF  HL6UT
HememissansesTe0  HewmBafl  Wewswiapy)  aBBWTHIUsDETS  BLISSULGS TN
govsder  Curkl sievevgl Chywmer  alBlICwrdlesedsr Gurg Gameied
FoFuUNILsDaETS alenendme wHmIdD Oumiod OFTLIUTE HHW  DIVI6U6VHEHH 6
SumflaLest (LPEVTEMEUTLL SIVIEUVBHSHFH 60 EANEY: A0 SIHBTTHHTULN6 (S
wseSlymarer Furflea GeFuiwiuhdaimgl. ety BHw (waremwdhgieult Niflalermed
(WH6SL_(hd Galn@ SN 60 & G\ eBT6em M ABIGWITe 360 SI6V6VG
gojulssiulLger  (Presentation)  detienry  SiBdgumL  WWHeSLBE (&S
gal L GHeot Gurrgy GumOasmeTemiuL L (WHESL1YMBTH vt SDIBISHTTLD
QUDOLLIRBHSS-

4.1.4 o0 Ifleler  Gysmpnd @uewiLmd  BlemevF  Fhenguled  (PpHeSLemL
Gom @& T6IT(EHLD Gur gl (Lpevt DIVIEUVBH BTV %300 DIVIEU6VH G 68
oLBouTFMETULET  @TWILTLD  BlemeoF  Fhemguled — SFFTEIGSHST By
usHrmismend QsmeTeusie] OGFUusNEHTS alensndmer wOHMID GQuuiod CHTLFUTS
WS (bd GHwealn@ Furfla FwjlssluGdaimg. eaueurCn ealemendmerr &mHed
(PTENIH6T  HTWILILBEGIMENOUITED  HEVSIHMT IAHHEBFHHIH OCBTETEHD  FhHBHTLILLD
asreuilubl Curgl, Sievevgl BIFH wWaTemwsg et Lfleler LISTmerul SieVIeUe0SHHT60
augy Hyeusd Heieny Cormeussrs HLsdam Carflamaseiear Gurgl, LLSHHWI

SIVIEUVBHBT0 QTEWILTLD HlemevdF Fhemduled HemmBafl Lenewrpplsenen alpLeneot

53



6.2.4

6.3

6.3.1

QFUIUHMHBTH allenemdmet LoMHMILD Gumjod) OFHTLIUTS EANEY: 30
SHBTIHSTUNRI(HEHEG Fumfla FwylnlssiiubEaImal.

2 opeugl upHuier NFsTrw WwHAHW DleuessHTe0 HamBaFFl  Neneawt(pmlEemend
O&meaueie] OQFUIISNEHTR SRBSHTIHMHS BaTHEGN FhHTlusHear Curg
HemmBafl Hemewipn (WHSLBHS OCFTGHHBBTE VNG Fhmdd OFHTGHHHHTH
Oameeueie] QFUIWNULLST 66 Fflumdd GMUILIUGS SIS
LU POID QUUILID [Blenew FhHmpdened LmIGmS (WHe9Bh GFuimed
2008 (pHe0 2016 b ewi(h suemguievmer sTeoliuGdHules Burg anfuiy GFosomu
BHwGSHT0 oLl FHemsuled HemmGBafl ewemipmisenens GameaTeuaie] GQFUILH60
95 Fzaia (WPHeL 66 FHAIBHWD 6UMT (GHMDEUDLHIHHHSHILT STERILTID [HleNeVsF
ghemauied HempBafl Uemewnphamens GameTouate QFUIHN 5 FHaimD (PHed 34
FHeHLD oUeDTJ IIFBFHH HH D). eluyLd ) I L 6uenemruileo
BTG SLILB S BTN S
Sl Leuewent 03 — 2008 b ey (P v 2emPlwj BaFweomu MBHwsHHer BlFHenw
HempBail Uememipnsefled eumLTHS (WH65H ((WPaUGUDILLS)
PP @by Gareioumey  Guomgsid Guongs @yesin_mb Guongs Guorss

ghepuied Qauiped L] Bleneo L] SenpCaf

Cryigd geog Bt Uenamiprdl shazuled Henesciprdl Qameioueioyseit

Gareiousey apevtd Gansioumeyseiien  Ganaioueiey  GaraisuaToysefsr

Gareiousey speipions speipwns

GUT B  HUTIASMLE  (HuTiBssuist % T Bedsdluish % U Bedeuiar
2008  196,634.0 5,350.0 201,984.0 95.20 10,184.5 4.80 212,168.5
2009  228,379.2 5,750.0 234,129.2 98.55 3,450.0 1.45 237,579.2
2010  190,642.5 18,766.7 209,409.2 97.92 4,450.0 2.08 213,859.2
2011 275,063.1 23,300.0 298,363.1 98.91 3,300.0 1.09 301,663.1
2012 320,769.2 45,831.8 366,601.0 99.88 450.0 0.12 367,051.0
2013  333,966.7 111,285.0 445,251.7 92.96 33,730.7 7.04 478,982.4
2014  223,572.8 12,000.0 235,572.8 84.28 43,933.1 15.72 279,505.9
2015  30,796.1* 186,588.3 217,384.4 74.19 75,631.0 25.81 293,010.4
2016 - 123,836.0 123,836.0 65.50 65,150.4 34.50 188,986.4
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* 2015 GQuigeufl 17 o HasdH wpHed  mBITewwF  Feomuuleimed  Cmrig
wenmenioulled  HewpBafl  ewmewmiupmaemen  aIBPICWTHEHGHWD  (peHMEmLD
MBI UL 19 (HHHS.

euemyL : 01

BAwGHST0 Spribu Fhensuiad @yewiLmd Meme Fhansulaid @ bumm wWwaHeSHseflssr GQumdiiy

100 _ 88
9M
90 :
\S&Q
80
a9
70

60

50 STL FHMS

%

40 BremiLTbHmen Fhend
34.5

25381

30

20
1572

10
4.8 704
0 . 1.45 2.08 1.09 0.12

2008 2009 2010 2011 2012 2013 2014 2015 2016

6.4 ol GFweuru gevaldueneaisened LIBIELUMDDIHEN

@evmEIns WHAW eumISWETTe0 2015 LD LEWIYEL BLISHSUULL 36  SLJIdU
gevalpueneseflar &S 95 HomBafl enewiwsEpsaTaad 2016 D  ),6EWIQ6T
Gurgl 23 gy gev alpusmenseilar S 80 HevmBafl Kemewt (WMl®EHEHSTHD
Bazeitadl CamruuUlI(HHDHIHI.

6.4.1 omfluy Gaweoru pPAwSHBTO FoFullssuulBeten GCxeltal @evmensd LHHW

auEEulermed gnmIsCET6iTems0

panflwiy  Bgweomu  BHHwHHTEL 2013 b pewi(h  (PpHev 2016 o pewi(h
QUEDTWITE BTeLaIFFe0 STIDL Fhendd@E FoIlldsiIul L GxeaTal Sevmiens WSHHW
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aumIBulesTed  gMMISOEBTeTeNe0  aiDFFAWMLBH(HHHMID SCUL6TEN DI L euenasTulest

epevld  FLOFUNGSIUL (HeTengl.

Sl Leumernt 04 - @Qevmienads HHW eumld  gnmSOsTemiL  Gumoduied smdluiy

Bazwevru BHwSHHe Bxeal gmmisOsTaTeniul L QUL

- (C) geosFlenr Gurgl BAWSHTe0 PwgAei pAwsHe Caeiell A
gomiBGsTeieniu’ L Gaaiall Gaaiall gMmsCETeiensd Gaaitall
Gumog FJUE 560 gMmsCBTeiTeNed geuggdar Gumg SINELEEAIG R
JODIEQBTETETILIL L BPEwgsred
Quiodseir Fwojlllsaiul L
FHIBHIOTH Gaeitailseflar
F5aiHIONS
ahLIT.Lols06SluI6BT apUm.L0le060lwiest  empLIT.LOl6VESIWIGHT % %
2013 201,199 120,500 113,275 56 94
2014 31,750 15,500 13,500 43 87
2015 708,332 276,500 185,083 26 67
2016 670,839 205,000 117,786 18 57
eauemyL] : 02

%

@evmimnd  WHHW  eumBd  gnmISOBTETIL

gmmisesTewL QUL

Qumioduisd  esmdluy  GFwevmu

100

90 94

37

80
70

60

67

50

57

40

30
20

N
@

10
0

2013 2014

2015

2016

BPwsHear  Caeai

Gaatel gHMIBCSHTETENTE  6Je0HH6T
Gurrg) gmmIsGsTeTemiL L

Quuioduler Faaigors

Gaatel gOHMIECSHTETENE  6Je0SHH6H
Gurrg) gmmIsGsTeTemiL L

Quuodule FHaisLoms

56




6.4.2 omfluy Gxweoru PRWGHST Casialenw BITSfdH60
2015 o opemigest Curg HevmBafl Uemewipmlaeilear Gseimal 35 FheHTLILKIS6MN6T
&up, 2016 o oyemigest HewvmBafl Uemewr (pnilseiient Gseitel 45 FbhHTLILEIS6 M6
Sup Fwofulssiu’ L Fgmelensoser BITsflasiulgmhbiemn S6 i L 6uenesutulet
epevld  aflensBLILBE TN
Sl Leuemernt 05 - 2015 pewngent Syl ggevailmusnenuiest Gumg oemfluiy GFweomu
BHwGHSTeL FoFulssiu’ L Gseatal Biymaflasliul L FhaTUUBIS6NT
oAl L SFaaiu’ L STeveuBLIT ISIN Gapialened gbQs BlenpGeupprii L ] 5, D651 BPwsHled oa1.CF.[5 @yewi_md B@ISKILTHST
Had Sad G SHITEVLD GamylulL QameiemiucL allemeney elldgid afleneney Byt Bas6itedl Bleneo ahenguiler
(U@L - Qugnod Qugnod (euflier Seiteuriy) aldzd ucL eneuliy Fhengulleir aflenenay
LOTESLD) U, apun. % (6ufluieir Baeiied ) ] Al Y e g5 60
10lsbediwedt 16lsbeSIutedr esiemiy) apum. alflgib aldzd oa.CF.[5
% WBedeSwisir % % Gaeirel
MOUBBLILIL L.
elleaneney
NASEHDE
BemLufleorsr
Gaugur®
26-Mar-
2015 1-Apr-2015 8.5 LKB010231019 20,000 20,100 97344 98901 5,000 9.9000 9.62-9.68 0.22
85 LKB010231019 7,000 9.9503 0.27
85 LKB010231019 3,000 9.9999 0.32
29-Apr2015 | 5-May-2015 31 LKB00618F013 10,000 15,205 7.9587 8.001 3,000 8.1503 7.87-7.90 0.25
910 LKB01025C157 10,000 4,500 8.9838 9.0503 2,000 9.5003 8.90-8.95 0.55
910 LKB01025C157 3,000 9.6003 0.65
910 LKB01025C157 2,000 9.7002 0.75
5-May-2015 | 8-May-2015 2.9 LKB01518B013 5,000 Reject 2,000 8.1999 NA
12-May- 15-May-
2015 2015 42 LKB00619G019 5,000 6,500 8.1531 8.1999 2,000 8.4996 NA
6.3 LKB00821H019 5,000 Reject 2,000 8.8002 NA
6.3 LKB00821H019 3,000 8.9001
19-May- 22-May-
2015 2015 75 LKB00922J011 2,000 Reject 2,000 8.7003 NA
910 LKB01025C157 2,000 3,290 9.0135 9.0503 4,000 9.1503 NA
28-May-
2015 1-Jun-2015 8.3 LKB010231019 7,000 7,830 8.7786 8.8002 1,000 8.8497 8.74-8.77 0.08
27-Jul-2015 3-Aug-2015 10_0 LKB01025H016 15,000 Reject 3,000 10.0998 NA
10_0 LKB01025H016 10,000 10.1502
10_0 LKB01025H016 2,000 10.1997
10_0 LKB01025H016 1,000 10.2996
4-Aug-2015 7-Aug-2015 10_0 LKB01025H016 10,000 14,340 9.6327 9.7002 4,000 9.9000 NA
10_0 LKB01025H016 1,000 9.9503
11-Aug- 18-Aug-
2015 2015 10_0 LKB01025H016 5,000 6,660 9.6687 9.7002 1,500 9.8000 9.55.9.65 0.15
25-Aug-
2015 1-Sep-2015 148 LKBO1530E152 12,500 Reject 2,000 10.4004 NA
148 LKBO1530E152 10,000 10.6002
14_8 LKB01530E152 3,000 10.7000
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8-Sep-2015 11-Sep-2015 10_9 LKB01226F014 3,000 Reject 1,000 10.8000 NA
8-Sep-2015 11-Sep-2015 14_8 LKBO01530E152 3,000 7,427 10.9575 10.9998 1,000 11.0502 NA
28-Sep-2015 1-Oct-2015 12_11 LKB015281017 4,000 3,660 11.0448 11.0997 2,000 11.1996 10.90-11.00 0.20
28-Sep-2015 1-Oct-2015 12_11 LKB015281017 1,000 11.3004 0.30
27-Nov-
2015 4-Dec-2015 4.5 LKB00520E014 2,000 1,244 8.9082 8.9198 2,000 9.1503 9.00-9.05 0.10
27-Nov-
2015 4-Dec-2015 10_6 LKB01226F014 3,000 500 9.3500 9.3500 1,000 9.8000 NA
27-Nov-
2015 4-Dec-2015 10_6 LKB01226F014 2,000 9.8496
23-Dec-2015 30-Dec-2015 9.8 LKB01025H016 5,000 1,610 10.9395 11.0502 417 11.0502 10.40-10.90 0.15
23-Dec-2015 30-Dec-2015 98 LKB01025HO016 1,000 11.1500 0.25
29-Dec-2015 31-Dec-2015 12.9 LKB015281017 5,000 Reject 500 11.7000 10.90-11.50 0.20
29-Dec-2015 31-Dec-2015 12.9 LKB015281017 1,000 11.7504 0.25
Sl Leuemennt 06 - 2016 oD oWt  LJIOU  FHeSHHeMe0 gevalpuenetulest  Curg)
oanflwy Gaweomu HHWSHHTeL FOFUNSSEIULL BHeal BTsfléasliul L FhHFUURIS6T
oo i s a@meveuglim ISIN Fapieileney gpois BlenmG: L 58 BwsHled oa.85.[5 @yeniLmd [
SHad Hadl Gld Himevld Gamyuiu L QameiteniuL L aflenemey eldgid afleneney Byrasflssi Gseitell Fhengulleir Fhengulleir
aUGBLLD - Qupuogd Qupuogd (oufluier Sedery) afldpid ulL (L Al ] il ]
LOTBLD BUT. U, % (ufludeir Gassited aflenenay aldzd aldzgH6d
1lebeSwiest 16l6065wiedr Aesteniy) apun. alldizpLd % oa.85.5
% 1Bl60eSIwIeir % Gmeitell
meubsILLL
aflenenay
ldssAhe
@ewLuleomenr
Gaupiur®
28-Jan-2016 1-Feb-2016 291 LKB03045C013 5,000 Reject 2,000 12.4002 NA
28-Jan-2016 1-Feb-2016 291 LKB03045C013 7,000 12.5000
28-Jan-2016 1-Feb-2016 291 LKB03045C013 3,000 12.6000
5-Feb-2016 12-Feb-2016 14_3 LKB01530E152 3,000 10,455 11.6640 11.7000 1,000 11.7504 11.45-11.55 0.20
5-Feb-2016 12-Feb-2016 14_3 LKB01530E152 1,000 11.7999 0.25
5-Feb-2016 12-Feb-2016 24 11 LKB02541A016 5,000 10,250 12.1527 12.1797 1,000 12.2499 11.75-12.10 0.15
5-Feb-2016 12-Feb-2016 24 11 LKB02541A016 2,000 12.3003 0.20
5-Feb-2016 12-Feb-2016 24_11 LKB02541A016 2,000 12.3498 0.25
5-Feb-2016 12-Feb-2016 24_11 LKB02541A016 3,000 12.4002 0.30
10-Mar- 11-Mar-
2016 2016 7_10 LKB01024A014 2,000 Reject 500 12.2004 12.05-12.25
10-Mar- 11-Mar-
2016 2016 7_10 LKB01024A014 1,500 12.2499
24-Mar-
2016 1-Apr-2016 5.6 LKB00721J157 5,000 Reject 500 12.7998 NA
24-Mar-
2016 1-Apr-2016 56 LKB00721J157 1,500 12.8502
24-Mar-
2016 1-Apr-2016 6_6 LKB00922J011 5,000 Reject 500 12.8997 12.30-12.70 0.20
24-Mar-
2016 1-Apr-2016 8_11 LKB01025C157 5,000 Reject 500 13.1004 NA
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24-Mar-

2016 1-Apr-2016 8_11 LKB01025C157 500 13.1499

24-Mar-

2016 1-Apr-2016 8_11 LKB01025C157 500 13.2003

31-Mar-

2016 1-Apr-2016 12_5 LKB015281017 10,000 21,660 13.7196 13.9896 500 14.1003 13.50-14.00 0.10
31-Mar-

2016 1-Apr-2016 125 LKB015281017 1,500 14.1498 0.15
31-Mar-

2016 1-Apr-2016 125 LKB015281017 500 14.2002 0.20
18-Apr-2016 20-Apr-2016 79 LKB01024A014 5,000 Reject 1,000 12.2004 12.00-12.20

18-Apr-2016 20-Apr-2016 79 LKB01024A014 4,000 12.2499 0.05
28-Apr-2016 3-May-2016 6_5 LKB00922J011 8,000 5,480 11.9817 12.0500 2,000 12.0996 11.75-12.00 0.10
28-Apr-2016 3-May-2016 6_5 LKB00922J011 2,000 12.1500 0.15
28-Apr-2016 3-May-2016 6_5 LKB00922J011 1,500 12.2004 0.20
10-Mar- 11-Mar-

2016 2016 7_10 LKB01024A014 2,000 Reject 500 12.2004 12.05-12.25

10-Mar- 11-Mar-

2016 2016 7_10 LKB01024A014 1,500 12.2499

24-Mar-

2016 1-Apr-2016 5.6 LKB00721J157 5,000 Reject 500 12.7998 NA

12-May- 16-May-

2016 2016 4.0 LKB00520E014 5,000 7,001 11.7468 11.7999 500 11.8503 11.57-11.70 0.15
12-May- 16-May-

2016 2016 2.6 LKB00718K 151 5,000 8,400 11.5146 11.5803 500 11.6000 11.35-11.50 0.10
12-May- 16-May-

2016 2016 6_5 LKB00922J011 5,000 3,545 11.9772 11.9997 1,000 12.0500 11.70-11.90 0.15
19-May-

2016 1-Jun-2016 77 LKB01024A014 12,500 2,601 12.3983 12.5000 3,000 12.6000 12.20-12.40 0.20
19-May-

2016 1-Jun-2016 77 LKB01024A014 2,000 12.6504 0.25
26-May-

2016 1-Jun-2016 10_0 LKB01226F014 8,000 8,100 12,9761 12.9897 1,000 12.9996 12.90-12.95 0.05
9-Jun-2016 15-Jun-2016 7.7 LKB01024A014 3,000 3,475 12.3642 12.4002 1,000 12.4002 12.30-12.35 0.05
9-Jun-2016 15-Jun-2016 10_0 LKB01226F014 2,000 2,271 12.5000 12.5397 1,000 12.5496 12.42-12.50 0.05
9-Jun-2016 15-Jun-2016 10_0 LKB01226F014 1,000 12.6000 0.10
12-May- 16-May-

2016 2016 4.0 LKB00520E014 5,000 7,001 11.7468 11.7999 500 11.8503 11.57-11.70 0.15
12-May- 16-May-

2016 2016 2.6 LKB00718K 151 5,000 8,400 11.5146 11.5803 500 11.6000 11.35-11.50 0.10
12-May- 16-May-

2016 2016 6_5 LKB00922J011 5,000 3,545 11.9772 11.9997 1,000 12.0500 11.70-11.90 0.15
19-May-

2016 1-Jun-2016 7.7 LKB01024A014 12,500 2,601 12.3983 12.5000 3,000 12.6000 12.20-12.40 0.20
19-May-

2016 1-Jun-2016 77 LKB01024A014 2,000 12.6504 0.25
26-May-

2016 1-Jun-2016 10_0 LKB01226F014 8,000 8,100 12.9761 12.9897 1,000 12.9996 12.90-12.95 0.05
27-Jun-2016 1-Jul-2016 4.5 LKB00520L159 10,000 12,140 11.9268 11.9997 1,000 12.0500 NA
27-Jun-2016 1-Jul-2016 6_3 LKB00922J011 7,000 2,550 12.0276 12.1500 2,000 12.3003 12.20-12.40
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27-Jun-2016 1-Jul-2016 6_3 LKB00922J011 4,000 12.3498
27-Jun-2016 1-Jul-2016 6_3 LKB00922J011 1,000 12.4002
27-Jun-2016 1-Jul-2016 210 LKB01019E016 7,000 1,800 11.5470 11.7000 2,000 11.7504 NA
27-Jun-2016 1-Jul-2016 2_10 LKB01019E016 2,000 11.7999
27-Jun-2016 1-Jul-2016 2_10 LKB01019E016 1,000 11.8503
27-Jun-2016 1-Jul-2016 8.7 LKB01025C157 6,000 7,422 12.6315 12.6999 3,000 12.7503 12.70-12.83
27-Jun-2016 1-Jul-2016 8.7 LKB01025C157 1,000 12.7998
30-Jun-2016 1-Jul-2016 8_12 LKB01025H016 10,000 12,344 12.5522 12.6000 1,803 12.6000 NA

6.5

6.5.1

* Dally FT GQeudl usdflensseied vdmsiuGbsiulL  @ewiimd Blenso
Fhmauler alenene aldsd uweaTubBSSUIUL (HeT6ngl.

UrFfenens@flu @uywu Fhansular GaTHHSH6 ITEISEOBHET

2016 TFF 29 b FHaHu CBTHHHE 6CUTEIHEOHEIT

2016 wmfF 29 oHH  Had Gevmiens wHHW  eumidSlulemed  epum 40,000
WevelwenidsTa  hum 10,000 Wevellwenm eaisd usBeum WHTFSHS BTeLHHILST 04
Henemt(psEnssts Fmmelensd Camyiulgmbdhdl. b 60 alpusmeTulet &HidHH60
Hadwmer 2016 eglged 01 @60 2 _eTeneumm HHWSHST HTMTHS STHIUTUIFFEO
gammler  Wysmgd  epur 12,076 Wevellwest  Wewasll  ueOTSIm  BHwSHHmGF
QaFThHOTHE STEILUULLG. SUQUDILHUTD HevaTEMmNEF OCFNHHIHD, BIFeUTHF
OFevaleid LMD gmeTl  QFVlMEIBEDGHHTS BiF @HSBIULL SH6oT  Llevteor)
SHHaHUID PHWSHTEL 61hfey FapliulL wWHesh OCFuIw  (PQUIDTET  LITTSHA6u
Sleney epum 8,800 WebeweTes STERIUULL G 66afllaid, Gmaamliul L  egevughdle
Gumg  apum 2,500  10e0edlwes  (WHUOUMILHBETE  TSHHTLD  Famiedenev
FoTINGEILLRHHSH. AHS Umewr (phlésras el GFweomu  BHwHHT6e0
Bazeital FFUlSH0 LOMID DbHHE GHenal wWHHW eumIEulETTED  FNHMISOHTETETED
OxrLjuret alug S6 i Leusnewiuled sTeuililsalubBaS @M.
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Sl Leuemernr 07 - 2016 wafF 29 op Had BoLCumpm HmmBafl Lenswrpnseir
AlPICwrdsae0er BGurgl BHWSHHeT LkIEGUDHMHEL

oafwiy Gzweoru BFib
gagadiency FojrinldbeiuL L
LT

FFeuBss gapieiene | Benpui i’ Fapieienev ghms Fapiedenso Fagiedenso ghms Fapieleney JHQSCHT

(€21 @il Fynaf Fojuldsiu’L | QasmeitemiiLlL FOFUNSsII FLOFUIIssUI. QameftemiL’ L @amyliul L eI L
ugATEIH 6T [T 7:¥: 1 allemeney Qurss Wenewt L alenemey L Qupog Quiog denemps Wenevs
BEISTEID Quigd o 3E3h) Qugiod wlasefle oS (sl (@] it wlasefle

@evdsld (Amount (euflufieir GrHs Qupod) GuId) Quyoduier | GuEoHuler

(ISINY Offered) Weireny) Qupog dSysmyb Aysmyb
(Amount
Accepted)
L. % L. L. % LT, LT, % %
LledeSlutest LledeSlutest 15160 6l esT [T L0leOeSIuwiest

LKB0052 10,000 12.78 27,022 10,272 - - - - -
0E014
LKB0102 10,000 13.80 36,915 21,475 13.35 1,000 1,000 10 4.66
5C157
LKB0122 10,000 13.93 32,560 17,010 13.45 500 500 5 2.94
6F014
LKBO0153 10,000 14.23 45,925 28,975 13.65 1,000 1,000 10 3.45
0E152 13.70
Quorggid 40,000 142,422 77,732 2,500 2,500

6.5.2 2016 wMjF 31 b FHaHw CBTHHBHEMD 6CUTEIHEOHEIT

2016 wwrpF 31 o HasH  epur 25,000 Wevelwenidssras ISIN et 04 o
Bevaasdar  Sp  Uemewipplaer  elBCWTAEalUlBHBSHILET  NSHEHTCUTS
BpHwssTe0 @ ISIN QevassdHer S epum 2,500 Webelwiet (PaUGUDILHHHTS
LOTHHTLD Baeitail FOFUNSSUIUL Y HHSHSHI. eluyLd &Cip S L 6ueneuoTuilen
STeTISBLILBS BTG
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Sl Leuemeror 08 - 2016 wrfF 31 b HaH BOLQUOD HeoomGafl Nemewt (pNulest
AlPICwrdsaeer Burgl BHwsHHeT UmIGUDHDED.

sy Gaoeomu MHFwib
FJeuGxss Gl Famialenev Fomielenev alBGwrdssiu’L | mBleppuir i’ Famieleneo JMmIh Famiealenev
UGS JEISM 61 Gamyliu’L sojulssiu’L | e (wosefer Fyngf Fojulssiu’L | GameremiulL | FFlldsiur L
@aTEISTEDILD [elleli F:5F: &)1 F: 3 Grss Gumiod alemeney Gumog) Qumod alenermey
@evdasn (ISIN) Gugiog) Guyiog el ez
_______________________ (ouflé@ Ler)
apum.Os060wiest |  epum.LBleD6dluwiest epum.Oe0edulesT % apur.Bevedwes | apum.Blededwies %
LKB01518B013 5,000 21,254 9,000 11.75
LKB00619G019 5,000 15,025 5,000 11.75
Caeaial FFllesliulymebsalsdensy.
LKB00821H019 5,000 24,175 14,350 13.00
LKB015281017 10,000 52,605 21,660 13.72 J 500 14.10
1,500 14.15
---------- 500 - 14.20
Qg 25,000 113,059 50,010 2,500
6.6 UrFfenans@flu @uewiLmod Blemed Fhendular CBT(HH®E CUTEIHEOSH6IT

6.6.1

@rewiLmd plemevdF ghensullsd 10.3 FHais alemene] aldlssder &S 2015 Heubuy 02
b HadH Oamereusiey GFuwiulmbs ISIN @evssnd LKB01530E152  ereiim
Wemewr(pp) 2015 meubuy s 05 oup Hadh Pan Asia Bank Corporation
BoeueisHnG 1028 FHais alemene] ealdlasdHed alhuenet  QFUIWINLLIQHBHSHI.
IS Bevdssd GPeHan HmeowpMCw (pasuGumiod apum 2,500  Wlevedlulest
Quuodwmest  Wenewi(pm) SHMHGH DBHHH Held SiFHmeug 2015 Heuwbuj 06 b
Fagl Pan Asia Bank Corporation mmieueid 9.25 gseis elemene] eldlashder &
Qameteueie] QFUIWNILLRHHSSH. GLID, SSTmOW Held bHH RevHHD OHTeTL
demewst pmlBwr epum 750 Webelwest Gamemswmen Wewewt (pp 9.5 Fzais alemene
adasHer  &Sp  Wealth  Trust  Securities mmieuenigareo  1Senéds  Gsmeieuciey
Qi mbaHILer 2015 Beuduy 09 B Had  (wWwslGumiod  apur 350
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Wevelwiest O Temaswimest  ewemwi(pmiset  Perpetual Treasuries mmieusngsmed  9.25
FHalm alenene aldHssHe0 Wewihd C@meraueie] QFUIWIULIQHBSHSHI.

6.6.2 eamflwy Gzweomu HHWSHHTe0 2015 Heuwbuj 02 b Hadh agou Fhewsuled ISIN
@evasd LKB02035C155 etetip  Memewipp)  epum 10,000  levellwiest  Q&Hmemaswimest
dememwipnl 11 — 10 Fsaissdn@w 11 — 20 FsHaissHnG @emLulsorer alenerey]
adssHer (auflulest Uesienny) &S OGasmereussiey QUL RHBSH. 2015 Heubduy 25
b Had by dmempmuledmbas  epur 600 Udemewipmlaet  10.98  FHeis
alemeney  aipdhdled Pan  Asia  Bank  Coporation poeuensdng — elbuenest
QWU YHBESH. dSTmDPW  Hed PlHww obs  Uemewiplenw  epum 1,000
Wevedwiesr emewipn) 9.80 FHais alamene] aldssHNG ibdH BmneusisHBBW
QameTsuse] QFUILILILILIQHHHSHI-
alug S6 I Leusneniuled sTenlildaluBaSImg.

Sl Leuemennt 09 - 2015 o0 opemigest Cungl HewmBafl Nemewr(pmset @yewimib
Blemev FhHemauled alpuensst GaFuiwiu’ G oo Hemisefled Wemiho OsmeTeucey
QFUIHEMLOWITED gHULL [BLLLD
CaTHo®0 alpueneTen] | eummIGUaT | alenerme] wal Gumiod) Qasmeieueiays Baeital
AUMEIB6Y HTHGLD aildlsLd dywibd allenev
P (Clean
Price)
% ehUIm eHLIT

LKB01530E152

5-Nov-15 EPF PABC 10.28 | 1,000,000,000 | 1,053,641,000 | 105.36

5-Nov-15 EPF PABC 10.28 | 1,000,000,000 | 1,053,641,000 | 105.36

5-Nov-15 EPF PABC 10.28 | 550,000,000 | 579,502,550 | 105.36

5-Nov-15 EPF PABC 10.28 | 1,000,000,000 | 1,053,641,000 | 105.36

3,550,000,000 | 3,740,425,550

6-Nov-15 WTS EPF 9.5 | 750,000,000 | 837,617,250 | 111.68

6-Nov-15 PABC EPF 9.25 | 1,000,000,000 | 1,138,256,000 | 113.83

6-Nov-15 PABC EPF 9.25 | 1,000,000,000 | 1,138,256,000 | 113.83
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6-Nov-15 PABC EPF 9.25 500,000,000 569,128,000 | 113.83
9-Nov-15 PTL EPF 9.25 350,000,000 398,382,950 | 113.82

3,600,000,000 | 4,081,640,200

3,550,000,000 | 4,024,717,250

Actual Loss | (284,291,700)

LKB02035C155

5-Nov-15 EPF PABC 10.98 600,000,000 624,642,600 | 104.11
5-Nov-15 PABC EPF 9.8 | 1,000,000,000 | 1,145,978,000 | 114.60

600,000,000 687,600,000

Actual Loss (62,957,400)

Total Loss (347,249,100)
6.7 oafluy GQaweoru PHwSHHO 2 _eTeNLEIS 6T DPFTEIS [HDIOURTD DemL_TH

6.7.1

Perpetual Treasuries swuefwrsd GQupiul Beter Gzl uewil QuUieueTey

2017 aeameufl 27 oub  HeHw  2003/41 p  Bevss  AFNCAIL  eUTSHBHIDTEN

b FaF  1ped 2016
wrfF 31 euswgwmer sTeolLGHUTD HewmBafl Wewmewt (pldenen  alBGWITE S H60
LoMHMILD FemdHud)
Heveormuley oi,emeuuté@(oeumey)” Bluwdlbsiul 9 mboHd).

SMalsHeden cpeold  (Remewiiiy 06) “2015 Quiyeufl 01

OxTLjurs  uflfHse0 yooenrmuley QFUIH6E0  eTeTLOIMMIGE)

IHDH LMEEGWaIST FHev UFBFTHMmendaflangid eteny 2017 HOFwuy 30 b
Had bH MG WelaT INEmE  AHCWHG FATAHUS  DUTHEHDHGHF

sojulsslulR®HbeSH. SbS SPsmaulsr  BHUTW  @ev. 32 Bevt
“Determination and report on issues stated in the mandate” (uss @&ev. 880 —
910) &P (Bewewiny 07) Perpetual Treasuries &wueiwmed 07  HeomGaif)

SemempPsense (ISIN @e. LKB03045C013, LKB015281017, LKBO 2541A016,

LKBo0130E152, LKB01226F014, LKB 01025C157, LKBO02035C155) @m@flw
OaT(heHHe0 aUTEIGHaMET Qrds Gxw uelGueusTea] cpum 11,145  WleOedlwiest
2 _MPHBLILULQHHBHMLUID, H60 epuT 8,530 wWlevellwenm Gx:plws uewill GQumieueTe]
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6.7.2

6.7.3

6.7.4

6.7.4.1

opaflwiy GFweomu HAHAWSHMID 2 6Ten &GHUULL  DJFTEIS [HMICUSIBISET D60L_TH

2 _MPHBLIULQHBBSSTHAD GO IULIQHHSHSHI.

Gued Gumaamiul L Gxmw uewil GQumieUETe] DIGHOUMTIWLTED M0  HEMLDLIED
HBHEUGLHEMGNLI uwsTUHSSH UYL FhenBHUIEn6u & FHmlIug et ELPEV(LPLD
2 MPSHBLILULIYHESHTHO|D 6@ (palsar Dlbamauled GNUIL UL QHBHHI.

Seeury  allenevd  HONMDLGD HBEUBMONL  LWSTLUBHSHHIHO WOMID  FlhenGHUlest
FHn&Hem 60 STLOTENIUSNBTH S, 606001 (5 (LD ufGam Hemestulest Gurg)
OauefiuBSSIUL L  FTSIMIBET  SQLILDLWTHS  QBTEToMIULQHBHIHILET Db
greimiseie sbHumw @evédsd. 23 — Perpetual Treasuries Ltd’s Profits and how
they were made (uéss Hevdabd 814 — 823) @1 (Bewewiliy 08) alflourss

BTenIlida UL (HeT6ng).

Prepetual Treasuries swueiwmed eamfluiy Gaweomu BHWSHHNID 2 6fT6em_ sl L
SIJFTHRIG  BoeusmiseT o2 me  OQupiullL  GasPlw  uewil  GQumieueie), &G
GMUALOUL L  &TyemEESenTe0  SewibaTwialer Gurgl Senilnil  1PpQUITSHbBHHIL 68T
SIS BTFIoTE Gomaaplul L SNsmnssEETE BUpamplul L Simdamauler Sw
eI LU L SildbensulLiur L 6T6U5T 630785 600 & & 61T o]1:¥:5) SINHNBHBTH

LWTUGSSLIULIQ[HHHSHI-

ST FHOSUIID @TUILTD  FhensUld OCaT(hehHe0 6UTEIGNID SITFTHIG
Gruillyszefled emeuliyF OCFuime0 MWD SeueuTorer GFOlY USHTEIBEHHHTHD
BT HSH6V YL E X0l QULDTEI(&HEGTM QWAL HEHW GUBISUTN6ITT 60
GewpubhssiubGadeam Lanka Secure System ewpeod 2014, 2015 wmmid 2016 b
DLW (HBEHSH S FlLSHTH o HUTHSUIULYHHES  INEMmBHET  HUIHBHTUINIDSTS
QUPUILLYHHSHILST DbS HHUH6T UflFevenanulesr Gurg Ueteumd LyFFHenense
CapraHlulBhSS.

) aFmme  Crllyly ysHssmseiar  Qamhdsed  UTEIGEOS6MNET @
wemmpwitenr  Deliver / Receiver Free wmmid Respositioning &eir  ysmiyid
goupdeam QasThossed  TEIBOEMNF  OCFsHH S  Quuiod)
(Settlement Amount) GumampliulL (pemenouled DMHbenauUIL UL TenLo.
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()  ogsmmes Cxlly usHymiseier Gued @m wenpwmer Repositioning e
dysmyo  CumGsteteniu@Gdlain Osmhassd aMmIGSHMST HTHGW GUDILLS
(Settlement Amount) Gumaamiul L (penmeniouled SiMdbenauiL (UL Tenip.

(i)  opgemmes  GsOly usHrmisaied O@BT(HHHED  CUTEIGEOBENTET  6J6N6IIWI
wenmwrest Deliver / Receiver Versus Payment @er 1ysmgw  eou®Gaeim
CaTheae0 auTmIBOH6MET QaT(Hluaeysmend &is@Gw Gumiod (Settlement
Amount) et Wysngw Gumgamiiul L (wemmenouled SMldmaui iUl mbs
Gurdauid Fev CBTHHHD EUTEIBH6MED GMUEILIULL  Q&mHLLTIO|SMm6TS

FTHGW QUUILHHeNET DFTHTT6NT HlEnEVEMOQUWITEIN DIEUHTENHBLILL L G).

6.7.4.2 Gupaaplul L. elLwmisele  &TJewioTs  goUlL QBT(HHEHE0  UTHIHEOHEV6H

6.7.5

@& T (HLILIEITEH 6N 61T BT H@GLD Qumid) @& TLFumest LT EIS6IT SLJLOLI
UTREHMBWTENHBGHF CFThaonss sTewilulL GuTgId Hed DBBEHLTS BTLDL
UMY &6 B UIT 61T S 61Tl60T 6TEUT600T b 6 STy glenmulest BIMI6UEITRIGH 6T
BHBSOLWTD  DbHDH — HBOUOEHMET — HeibsTWeIDSETE  QUDHNISOSTEaTESH 60

EUEDTUIEND SHTEOILILIL L 6MLD.

FgomHUS Spmemis@GHL SiMsmaular SHHUTWD Gevdsd 33 @e GO iu’L
funrflaseiled (Uds @evdsd 911 — 922) (@ewewwily 09) 15 @60 GEOIWNI_LU L
Aurflaseier Wysryw 2wy GFwsomu HHwsHe GumGaTaTeniul L OQBTHoHH0
AMEBIGED OBHTLIUTS HBTEWIWF FeoU WOMID G6VEmNd WHHW  6umld  6TaTLI6
GupOsmewiL  yevemmuleyseflest Gumg o2mAwy Gaweoru HHAWSHDEG gHTeous
BLLOWTEIm  gouBdSaimsT  elemad  Seueurprulet  SISM@&GL  Qurmiiiumest
2 HHBWTHHHMT ) 6IMEIHIT6T0T6D LoMMILD Qummitiy UTWIH S
2 HHOWTHHHTHMLOABHSH SIbS BLLEMS SmalhHeo GuTasimensy OCHTLIUTS
saueild Qs  ufLflusnEe  aAJurisslulymbessl.  eueur@n  embluy
Bgosvmu REANE Y ANk ) Q& (HdH®H60 AUMTMBIH 60 ETHD G 2 L TLHEUBDH TN
auguliyemmsenen Wiy Qupmal etea)d, GurFgwins OGFwmuUlL BUF WTJ  6IeT6aD
OFHTLIUTS BIWIWE FmUUD @6VmINS WLHHW eumSWD Heuaild OFeVISHSHID

Aurfla sipeoubHBUUL Ceuewi(hd eTaiayd UFlBSHIDT QFUIWLNULIQHESHHI.
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6.8

6.8.1

6.8.2

6.8.3

pAwsder B (paremwgHgiald wHmw et GBTeialaaBailsd WHeS®H

WS T (pHFFFWemLeuBTEID,  6ullp  QUHLOTHID  HeHLLUSTID MWD
umseiyl uewild HeLLIUSTVID BHTeMThHHD BHAWSHHNG B GFaflobsliLBEETnGI.
Seueumm  @etm  GFmWL  uewid  QBHTLIUTS  BIEMTHSHD STHUILUTUIFF  Famml
SWUMTHeasUUlRHHSHILET  Revmiend  wwHHW  eumduleamed  HeomBafl  1emevwr
(WPMEHTS  BLISSUUGLD —eJevalnuemneaidaisd OBT(HoHH0 UTHIBEOHMET BTG
Fadésares BHHwsHer wHUIE QFuiwiu’L sraiuTwsged gapm (Projected Cash
flows) swirflésiu’ 6 (W&H6SL 19MBTH STt LB eTm BTG 158
SyorelsslubEangl. SeueuTy BH Hiomalls@d Gurgl BTENMTHBLD HELETHMETE
CFIHHIHL LHMID gmerw  Bjourad  OFvelamseEnrssts  CaTamabumeam
R&HISBLLBHITDS). SIS 601 Wevteory YNNG Qauiwiuc L BTG M
STOSTENSSILUBOUSILEAT, HHUL  JAVIUBHHTEL  (PpHeSH  OFuIwl  (LPIQULDTedT
Oamend AHBTIHSTIISIHSG Furfla Qsuww Burg WeIBLD  “HeVSIH6T
CFVISHHIHI0” 6adm  AlLWHMS SHSHM Osmewi(h (WpHeds®h OCFuiw  (PIQULDTesT
Oarens Jurfles QeuiwiuGHang. B LFsTrn 2016 b pewngen  Cumrg)
swrfldsiul L wdiiE QFuiwiu’L sraiuTssFsd gapder NFsmyw &re WHulsd
WaeSh QFuiws gmigw Quuoduns wWHHAW JIEIVBSHBTED FAumfla Qi L
BHulesr 66y @ewewili 10 60 STeRINSBLILL (HETENHI.

aipe Tysmyn oeueurm e Ceuwiu’ L &sr&s WHuled 2015 wmmid 2016 b
apemihsefer Cumg BTenThHD el GEmeTeussioyseaied GmOsmeaTeniiul L (WpeSlenL
(@emewitiy 11 womid 12) seuansHed Gameiend Gumgl epum 1 1Ne06Sluiest (LH&H60
ehur 28 Levedlwet euemgwimen 6iFHled eT Qa@meTeuesey GMHOBTETETUILIL Y (HHSHEMLD
SIUSTONBBLILL L G

2016 @&G8zmuy 17 opp HaHw 31.2(F) o RevéHd HTWIWF FmU  HFLOTETSHH 6
(@emewiiy  13) Ugasmyd  QrewiLmd Henew Fhemsuler O&THHHED CUTEIHEOHET
SO ILLIQHHSSHIL6T 2017 upemev 27 b HedH (WPpFHeL LISHIHNEG @ SHLeneu
wrsATD  HeomBafl  Uewewiupn)  gevalpusmen  BLISHHID YHw  (WpenmOuimeTm
B6vmInd WHHW UEISWTEd AN (PSILBHSILLIQHHEDHSI.
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6.9 oamfluly GFweoru PHwsHar URGHBeMNed (WHeIH CFUIHD
6.9.1 1958 @&1 15 <ob Bevéssd oemfuy Gawsomu mHHW HeTrFFlLGHaT  5(2)
Aflelesr  Aysmyd  oPsTIFFLLSHE  UBEHEHTE 2 LaQuTss GHameuwimm
uewiHend QUTHSHLOTEIH 6l HHBIHSTM meauliyll Uenewmidsaied FHUBSHH Db
ameull] Uemewidenen  alpuenet  QFUIMSDSTE  BIEOIWF  FOUbEG  AHBTTLD
mawefdaiul_(Betengl. oger  Ayasryn 2mPwy  Gaweoru  BlHund  SCp
il iu@Gdern drysryw 04 swusisefed (WHeShH CFUIHHBSH. alugb LN6TeuTHLD
S Lauenentuled &menilildbaliubElaima.
Sl Leuewent - 10 waHeS(h Caruiwiu’L Hadh (WpHed @eoTULLEIE HMLSHSHTH LUEIG
(LR CERL
WwseSh QFuwiulL swued Ww565(H Ww565(H W60 (Bl 2017.12.31 @60 @i @G
Eauiwi’ L @auiwi’ L Gumiod) 2 eiemeurml BLLLD
QU(BLLD UEIG S6flei Fheansll QU
G EolE Y
epuT.Hle06Slutest epum.Lflededluwiest emUT.L0l60 60 wiest
Sri Lankan Air Lines 2010 uyemev 1,863,676 500.000 0 500.000
The Finance Company 2011 Guigeufl 5,091,200 205.490 26.474 179.016
PLC
Galadari Hotels (Lanka) 2010 Gw 23,713,200 810.322 189.698 620.624
PLC
PC House 2013 giyed 11,324,228 43,926 -
41,992,304 1,559,738 1,299.640
6.9.2 Gueib HHwWHHTEO 2013 b pewigent GuTgh GQEaialed BGammedigmied GUUWIHML W

GammiLed OT@Heow  BiFwreiiusmsrs  apum 5,000  Wedellwest  (wHeS(H
QFuiwiul mbSH.  Guwed, 2013 wer 04 b Hed asCuTiuO L  ubiEg
o flemwwmeny o Leaugdsmauilear (@emewiliy 14) Kysnyw  SibHd  sbouesiluie
UmBIGEeT 2015 b Spewigsst @miFwenaled URIGHF Fhanduled BFeoubsHHISNEG
STLoTesN GBS IULIQHHSHSHI.
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6.10

6.11

6.11.1

“Qlameup Yws” sgL BIFLOTewILD

oemfuiy  Gaweorn  FHwWHHTEL 2014 HOFwuy 31 GO 2 _eTemeuTmTE
BdHbanpmisaaier LWFsTrd  epur  1,890.5 wWevelwear Ogmens “Glameup Hws”
sl  BILTeSHNSTE  ULSTUGSSUIULIQHBSHILET DNHSLIQLID  DIDLDHSHIETEN
aremiuilesr o flegis OsTLjurs FlLfdwurer  OyFfensnQuneim  61(1LHSHENLOWITED
3F  aumyud  OCFevelLlu’L uenHamg emalliys QFuusn@ Bl dmoFs
QoA mbEHH. (@emewily 11) eafad, OQFeval lul L uswibHed epuT 1,852.4
Wevedlwiest  wrsAID  enefllys OCewieugng QeumEWBHaH. (Bewewily 15)
SewmRISLILL L LI6D0TLD SFsalul L (MM Levteu(pHLD I L 6uenemTuiled

0 (2 (N 2 ANIRICE 20110 TR

Sl Leuewent 11 - BlFH simwsFfarmsd eumLIbSD WenefliyF QewiwiulL (wenm

(G WenafliydF Qi L LewILd
eHUIT.LOl606VILI6ET
2015 370.00
2016 1,093.40
2017 50.00
QLTS LD 1,513,40

omfluiy GFweomu HHWSHHST DEBHHMJHEHHG BOBBMNT CFNIHSHIHM

IIBIBHHUTHeNET LUBIGMULL Lewid GHTLIUTS 2009 b Spewi(h (PpHev 2017 pid
SLWI(H UMY HeVATHNMTHE QFVSHIULL aully FHaIHD LISTUHL iU Leuenemiuiled

BTeTISHLILBS BTG
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6.11.2

6.12

6.12.1

SiLLeuemernt 12 - 2009 o0 o6y (PHV DBIBHHUTHEHDBGHF OCFISHSLILILL
H6VEITH6NIET FHeaTHLD

21,651( ally FHaIHLD
%
2009 13.75
2010 12.50
2011 11.50
2012 11.50
2013 11.00
2014 10.50
2015 10.50
2016 10.50
2017 10.50

B ysmyn 2009 o pewigaiGurg 13.75 saissHed CFaISSUILLL V6T
aldlsd 2014 o e euedguled s 10.5 FHAIHLD  6UD]
alpFFWmLBHBHSH. 2015 b opewih  (WPH0 2017 D peWi(h  6UD]
wrHplley oips aldsw Cuenily GFselILBHGINML DeuSHTNGBHLILILL F).

@ 2mPluimesTer Slyuwib

@ovmimas wHIHW eumSuled ey GFweomu HFwD Ofleller uselwemiuleflet
@ 2mPluimesTer Slyuwd

Bevmiema WwHHW eaumduler ey Gzweomu HHwL dfleder  uselwenilulerfled
2016 mmid 2017 o WIBHEHSSGFWener @ empfluimbsTen  Sywd  S6L

BmensTLd LU (H SlesTment.
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Sl Leuemewt 13 - @evmienad wHHW eumdSuler eamOuiy Gaweomu mlHwl  Tfleles

ugelwenilulerfler @m 2miuimdaaTer Slywn

2017 opb 2016 b
21 21

guend &ywib (epum’000) 459,475 477,974
o _GT6MUIQUWITET 26mOlUI]  6T6v0T601H 60 &H 176 184
@ emfuwiflar dyuww (emum’000) 2,815 2,598

6.12.2 QzmPled HmemssmsHer aPlwy GCxwsomu HPFwl dflelsr ugsalweniulsr @m

oafluipesmer Slyud

Oamled HmeamsmensHer Py GFweomu mBlHwL Wfleder uselweniulsr 2016
LPmi 2017 b (BB EHSGFIW R oamfuiflesr  dyud  SCp
0 (2 (N 2 ANIRICE 20110 TR

Sl Leuewent 14 -  Qamfled  HemewmssensHer  oamfuy  Gaweomu  BHuwig et

ugealweniuler @ omAluimeaTer SFuiwn

2017 &b 2016 Sy
34,6915 34,6915

Fuend &yuid (emum’000) 387,855 383,175
o _6TemuIQITe 2emOluly  6T6v0T6m1b M &H 805 812
@@ empluipdater Sywd (emum’ 000) 482 472
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6.123 @ eaPluimssrter dyw ANIG

7.1

Sl Leuemernt 15 - Gomdapliu’L  6.12.1  wopmid  6.12.2 oub  uhFHsere0

aremildalu’ L @m eamfluimasTer Srw Uik

efluyLd 2017 oub 2016 ob
2B 2B

@evEIns  WwHHW  eumidHuler  2amluiy  GFweomu  HiFHw 2,611 2,598
Ofledesr @ esmfluwimesten Sywd (emum’ 000)

OaTed HememisseansHer  2amfluy  Ggweomu  BlEHwil 482 472
dflelent @@ e mobsTen Sywd (epum’ 000)

OaTfed HenemsbsensHer @ MPUIHHEBTE SFULGHmS 2,129 2,126
alehFw@evmiens wHHW eumiEuleT @  2emOluihHHT 60

Sywid  (emum’000)

B6VBEIND LHHW eurBI&Sludlest ugeluwlewulleo (6@ 374,704 391,184

OFevaiL Ul L Wenswimer &Slywid (ehum’000)

SIUBTATLIL| B H6NT

BPHwsHer Blieursid

LT 2,066,299 1Ol6060Wi6HT OHTENSHWIT6ET QU IS 616wt L6stT & & 6eV(H b Sl
o eutdslulL  oamPuwy  GFweomru  FlAwsHer  BjaurssHnstes  HHuisSet
o _flemiowimeriflest Ay A @606VITEMLOWITED Bl6uT LD o flu Aysmyw
SLLQUOTABHSMD eusTalbsiulLgl. Goaiw, BHwusHear Fifursd QHTifed
e 6w BN SH L (LPLD @6VEIEND LGHEHWI GUBISUIL(LpLD SITETLILIL_ L 6DLOWIIT60
IIBIBHHUTHEHBBTH  6i(hdbalUL  Couewngwl  SHFoTmEIGeT  RHSTUILISITTEVILD

SPOLGBSSUILLTHHHS FHHTLILBIST DeUSTeNldbSLILIL L 60.
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7.2

7.2.1

WaH SmsBsfHHs CsTemEnd GFwOLPmM

SLJLOU 6J6v elmueneTuilest Gurgl HenmBaifl emewt(LpmdHT S Baeitel
gojulssiuiGd  Gurgl  elenene JywmeidsiuL.  Geuswnguwl  (pemm  QHTL U6
alLwmiseT  (pHeSH  wmmid  elwruryd OsTLjuren  euflamlLed  Gsmeneuules
@MU OULTHHHSHHIL 65T (P63t SI6VIUEVBH BT 60 HHWI SV B S 60
SBeorFamenuLer FoJUlssiul L HurflaLer 2 efen &pHHhendll ufl He@Gn Curg
alemeneneuds STTEIIUSDSHTS FOOTET  LNeDIIPMIGBHTES  STERILULL  DHETENLOUI
govsder Gurg Fywmeidsiul L Beopulliul L gyrgfl elenene] alfsd MHMID
@uewiLmd  Blewev  FHemHuled smewitulL  FyrFfl  alleweney elFFHD  eTevTLIH
HEUTHH 60 Qs meTemiLL L enLo SIUSTONBBLILL LG eTEnILD, €L 39101]
gojuiiugpasrs durfles QFuwiulL  elemene) alHssHNEGH QREwEIS RHHSHT
@arrive) sieiiugl QFHTLIUTS SHFSSFHUTEHT SQULDL QD 6TIDSHHICLPE)  BpEUENILD
epeold 2 mMIFIUBHSHBULL T606m6V.

722 @rewiLmd HeweoF Fhensduled smewitulL  Fyrgfl elemene] eldswors NysTerors

7.2.3

Daily FT Qsudl usdflensuled mBrenmhbsd udymsiuGssiul L HamGar
L36 630T (LPNI| & (6T &b & T 60T @6uTLTLD BlenevF FHeNSHUT6TT aBH(LPLD
ABUBSSILLYHBHESm  QeauelliuGssilgmhaa. aaiaid, Daly FT  Gsudl
usHflemauled GHIUILOULL  eleneney ealdlesHHear U FHansuled QBT HHH0
aUMEIGe&E6T  GomOaTetdaim Gumily ouybu  eumgdemawirengmer  \Wealth Trust
Securities ettty QUuiEBETEN  BlmieuETD PV  OUPEIBLLLL  HB6UEOH6N6HT
SlgliuenLuiled GmOsTaTenUULIQHHSHMD SUSTENSSULLLIQHESH. AHST LIJHTFLD
@M  SPUOLU  UTPHMBWTENFEITED  eUPBIBILULL  SHeusvsefllar  iglitienLuled
@uewiLmD  Hemevd  Fhewduler  aleweney  aldsHms  SIwomeils@Gn  Curg
@meusepsdamLulsd  UrFdenen ety (Conflict of interest) egmulipmBHmLO
Guedb USTRNGBILULL FHILET  DISHRTO b alemene] eldHshHer  Ffluimest

setemo OaTLjurs yFfenans@flu BensoQuwimeiy STerliul L gi.

S gevalmuenetulest  Gumg HeopBafl Uememipnsemend  QameTeucie]
Qwieugnars alemene] MM OCQuuiodser FHumfles Qe Cursd BB
Henewrpmldser  (pHeSl(bdh OCaT@GHHbHTHMT D606vg alwmuryd QHTGHHSTHUT
Oameteuetie] OQFUIINULL G 6aUg QHTLIUTS (PSAT  DIVIUVBHBT60  LOSHHILI
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7.2.4

7.2.5

7.2.6

SlvieuedssHer  pCeomFemenuLent  FoFUNGSOULL  UfHHIOTULET  BYHHH6L
GOUALOULTHBHHBSMID SleusTallbsiul L gl.

WwseSh wopmid elwmuryd GsTLjuTer eufleriigs Gareneuuist UFsTyn Gewimb
BlenevdF  Fheampuled (pHeSl genest  BomOsmeTEnd GUTH  (LPST  JIVICUGVBHHTEL
wHHW SNV EBHHE BT FMSIULET  @IWILAD  BlemevF  FhemHuled
SpgmriIsSHear CFOY usbsdrmisamensd Cameraeaia] OFUlsNEHTE 6lenens] OMHMID
Ouuiod QFTLIUTE (WHSL(hd GuelnG uflibsieny eupmisluL  GeuswigulmbbSH .
eTeflenILD, NI uflbHlen g Hefestm (6T SI6VIEU6VBHGHH 60T Ay gmeot
eumgasemawirengreo (Chief Dealer) @pewimd Menevd ahensuled oipdler Gallyl
usHrmsmensd Osmereueie] OCFuised (HewmBafl Lenewwipm 2 _6T6MLBISH6E0TSH)
OxTLjurs  SHwmed ebhsHa  (alemeney oM  Gumiod) o flu  QBTHHH
QUTMBISH 60 61T GLoH QB TETETLILIL TLDED SIBISHTTHHDBTSH BlBlwig glevt
SHBTIHHTUIN(HSHG  FOFUNSSIULIQHHSHILET (PSR  AHBISHTTSHHMBTH
WesTevty FalgUl([HHS PSS (Hhd GIRING FLOFULNS B (HHH6WLD
SlUGSTANSBULLL F|.

wseSh womid ewrurgw  GsTLyumer eaufleml s Gasmemeuulst UysTyd  wHHW
SIVIEUVBHBT60 aleNeTEYF HMMI (LPTENIHMEITE [HeVTHMeT B[ HHIH BTN (EHLD
FhaJuuUD sTemUBL  Curgkl  Sevevg LUST  SIVIOINSSHSTEL DUdFy  Hyeus
Brpemeussras  GomGamateniuul L Camfleéemauler  Gurg  @UewiLm  BleweoF
Fghmauled HmmBafl Wewewt (pMEemen alhuenst QFUIUSDETH alenene] LOMHMID
OQuuiod  GaTLjurs PHwsHeT FsTrsHSTUdEIHEEG UuflbHemy  eupmIsIUL
GouswtguipbHH. e1allaid, eueurpren  uflbgliengaefean) Gumanmiul L FsTyw
Wysren eumgsenaswirenjseiemso (Chief Dealer) giywmend eihésiul (B Oom(HEHasD

QUTEIBEVH6T BGLoDOBTOTEMTILL Y (HHSHMD DEUSHTENBBLILIL L F).

Guomampiiu’ L  upHuled GOUILOuCL dysmrn  @IeiLmd HIF  Fhmzuled
CaThese0 aummisLH6T WysTen eurigdbenawrenflear (Chief Dealer) &ywmengde
SligliuenL_uileo BLom QST ETEMLILILIQ(HHSHENLOU|LD evTedty BIHwig gest
SIHBTIHSTUISITED  SMBISHFHBIULIQHHHEMOUID DIEUHTENSBLILL L FHIST  SJ6UsTLTLD
BlenevF  Fhanpulled  OaT(heEe0  UTEIGVHMeN  BnOETeTUSNETS  LATHT6T

AUTYHMBWTEN(HEG FHHAHTWD PRISUULYHBESHOULD DS FsTyD 266
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7.2.7

7.3

7.4

7.4.1

HLDLI b 6 & Ull6ot SlgliLenL_uled o flw (AECEX ) QUITMBIZH 60 61T

SIBISHFBBLIULIQHHBHMDUID DIEUBTENHSBUILL LS.

Wrsren  eumgdenaswmengmed  (Chief Dealer) GumOasmstentiubGdam O&THdse0
QUMTRIHEVEH6T (PHVL(H UTW (pHTendgie flalenmsd Lfl Hese0 MMID LOTHTHS
wHIIB, BHwusHar AHNBTISHSTILTEO DRSS FHH0, WPHOL(hd (G LOMHMILD
BTewILF  FenUUleTTed  (peiT  IBISHTIHIHNG 2 LubBdHaiseo,  Buraimens
GumOsmeTemiILBHIIMG. oT@ID, DibHLH CBT(HHHEL 6UTEIBOBMET OCHTLFFAWTS
wHOILD, Guoouriemeu QFUIFHO OMID DiSH6esT LIFSTID  SleuBTendbsliLBSlem
AL WIBISEHSSTE  (IpenmuwiTen  aufl(wenmasmen  ei(hHHe0, Counter Party Loss Limits
Guneiy  euemTWeNMEBMET  FOUBSHIHL OMID  BeuansHHs0  GameTeniiLbBElem
sTeolIuGHUID CaThHee0 uMTEIGHD mDUTd CHTMCUS  HELHSHIMTWITL C0H6NT
Bmilau (haseafled ude OFuIFHen, uTsieTly CsWLIT (PePOWTETMD  MSTLISHSH60

Gurneriy 2 eTenss S GBUUTH STUHGSILLTHBHSMD DeUSTNGBHILLL F).

QLU poId QrewiLid BlmenF Fhemzuled HFH wWwHeS®H

ol  BFweomu HHWSHHTEO DTOLEF  FHewsHulsd HemmBafl Lenewippsensnd
Oameeusnie) QFulugm@ LIPMEIPWLITE SIWILTLD  BeneoF Fhengd 261 TH
GouOmm oLJbu  euTdemswneny Osmertaueia) OCFuls enewiwmosamen end
Ozmeteuetie] OFweugm@ 2013 b opewi(h  (WPHe0 2016 euemy  DiFHBFdbEHI0D
CurasOareaim usTallbsiulLg . 2015 b WG (PH60 LTOU  FhenGHuled
CaETHHH0 OUTRIBEOHET (GHMDEAUMLAUSNGL DUSNEG @UUTS @JEUILTD  [HleN6evs
FhemaUled QBT(HHHEL MUMTRIBNBN JHBFIUSHESGHW 2015 Quigeufl 27 oup Hod
a0 Gy wempuied HmmBsfl UemewmiwEet  IFCWTHBHGW  (LPEHMENLD

m&BAILIUL L LFHTen STyenions RmboHal.

oy GaFweomu BHw gev alpusmeanseailed LMIEGUDDHED

@evmienad  WwHHW  aumdSulemmed 2015 o opewiger Gurgk  HewmBaifl
dememiwpmsenet  elpuenet  QFWleubmsTad 36 LU 60 elpueneiseT (95
HeomCafl Uemewi(pmlaEndsTd) BLISSUIUL QMBS Curdspid, BlHwsHer mBTenTHS
STHFILTWIFFOHOT Fapmlent LFsTID SNSTE LWSILUBSHIUSNE LOemall LG

srewiul’ L Gurdsuid, oiHed  (pupewwowind 09 gev  alpumeTEEhHBTE (20
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HempBafl ememwiwpmser) oamfluy GaFweomru  HFHwd  uBIGUDHMUIHSSTE0EM V.
aluyd &6 i Leusmeniuled SmemiiladsliubaaTngl.

Sl Leuement 16 - 2015 o0 oemigast Cungl gev alpuenedaTs 2mpluy GFeomw

BHwGHHemed 61bH0eur(H CFTendsGw BHeal FOFINGHIULTS FhSHTLILIBISET

ool LI’ L BT HH0 ISIN sTeoTelwm@Ld Fagieleneo AmLds OCIHS ghms goms BTG BTG
SE Had Hxd Gamyli’ L Gaeialsemesr Qasrmeitemi L QameiteniuLL UTW&F6O
Qupod Qupod Qupogl aleneney alldlz Fapoleit
L2 (B DETHS
(ouflé@ Uetr) ST L. ST&
155
aBLIT.LOGOEILIGT eBUT.L060eLIGT apUIT.LOeOEIW IS % aBLIT.LO606ILI6HT
2015.03.12 2015.03.12 LKB010231019 2023.09.01 10,000 27,890 14,462 9.25%-10.0998% } *3,654
LKBO0618F013 2018.06.01 10,000 34,343 22,943 8.2503%-9%
2015.03.17 2015.03.17 LKBO0821HO019 2021.08.01 7,000 21,206 7,858 9.1998%-9.7002% } 2,556
LKB006191155 2019.09.15 7,000 24,763 9,846 8.9001%-9.2502
2015.04.16 | 2015.04.16 | LKB0O0619G019 | 2019.07.01 5,000 26,800 81535 Gsiwiu Beensi. 3,024
2015.04.21 2015.04.21 LKBO0618F013 2018.06.01 3,000 21,860 4,560 8.0982%-8.2296% } 2,667
LKB00922G017 2022.07.01 3,000 21,585 -
2015.06.09 2015.06.09 LKBO0O520E014 2020.05.01 9,000 27,350 16,500 7.9002%-8.1999% *7,291#
LKB00922J011 2022.10.01 9,000 30,100 16,100 8.3997%-8.6499% \#
LKB01025C157 | 2025.03.15 9,000 27,330 @r5g5 Gslwiul Befens. J
2015.06.23 2015.06.23 LKBOO517F157 2017.06.15 1,000 6,100 1,500 6.6996%-6.7050% 4,843
LKB0O0718K151 2018.11.15 1,000 6,100 1,500 7.1802%-7.1820% }
2015.07.02 2015.07.02 LKBO0520E014 2020.05.01 5,000 8,700 1,000 8.1999%-8.1999% 10,651#4#
LKB00922J011 2022.10.01 5,000 9,250 1,000 8.5698%-8.5698% }
2015.10.30 2015.10.30 | LKB00520E014 2020.05.01 3,000 30,473 3,669 8.9496%-9.0198% *10,5267##
LKB01024A014 | 2024.01.01 3,000 13,735 Br$g& Geiwiu’ Befensg|. }
LKBO1530E152 2030.05.15 3,000 28,060 6,700 10.1070%-0.4004%
2015.12.18 2015.12.18 | LKB00520L159 2020.12.15 3,000 10,050 1,300 9.3996%-9.6498% 3,299
LKBO1530E152 2030.05.15 3,000 10,010 2,860 10.4796%-1.3948%
LKB02035C155 2035.03.15 6,000 15,430 2,930 11.1951%-11.6%
*

(patet]  BeLOumDM  gevdHer Burgkl gmmisGsmeTeniul L HenmEaFif]
Henewr(pmlsendaTs BiFH @aibSL 196 L6

#H# @TEILTLD ) FbmSHU60 (b Sl Wemeot(Lopilaeit O®TeITEU6T6

Qauiwiiu(HeTeng|.
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7.4.2

7.4.2.1

BpHwssTed 02 FhJluumsefer  Gurgd  opgwu geugder  Curg  Cxmemal
FOFUNSSIULTS Fev HAMBIBEHHGT SIEUILTD Bemevd Fhanduledmbdl DibD
Henemtpmser GameaTeusiey QFUIUNULIQHBSSH. elugd S6p &meauiilssliubE g

2015 @&Bzmmuy 30 oub  Hed  uebBaum  (WpHTFFWemLWD  BTVHSHIL 6T
asTeomeuFwTGHW 03  LenswipsEpsaTs @evmimns wHHW  eaumEuiamed Cseial
GaMyLILL_Ig(HHHSHIL 68T BlBwid BN emewst(LpnsHT HaLD Baeita
FINsHHEHI0em60.  Gmaampiiu’ L demewr  whwmenjsefllLOlmbgd 2030 p1d
apemngest  Burg smeomaudwindlein ISIN @evdswo LKBO1530E152 eieoin  emewt
wpwuledmba  (WslGumiod epuT 3,550 Wevellwem GFTenswimer Lenewrpp) 10.3
FFHals ealeneney aldssHear S (aufldm devieny) 6o alpuenetulet  Gumg
CFIHHH HTHGW Hed HTeugk 2015 meubuy 02 b HodH QIEWILTD BleneoF
ghemauler  Gurgk  Pan  Asia  Banking  Corporation  @edmba  Gsmeieusiey
CeuiwiulymbsHal. Pan  Asia Bankikng  Corporation  @lmieuendo  Guoman i L
gevalmuenetuiest Gumgl 10.3 FzaissdHn@Gw 104 FHaissHNGWL BemLuleome
alemeney aldssHar S (ufldGu ) Gumaamliul L denewiapm GomeTeuce]
QWU RHBESMD SeusTaldsiul Lgl.  elugd  Heleumld i Leusnemiuied

BTeTISBIUBS BTG

Sl Leuemewt 17 - gevalmusneiuiesr Burgl Gzemal FwjlléssiuLtsd tenewt (pMs6T
SbFH g0  alpuenauilar OsT(hHHEH60 UTRIGSMET SHIHGW Had BHWUSSHTEL
@rewiLmd BlemevdF Fhansulelmbha Osmersuaia GFuihed - 2015

geof i’ L

gl

ISIN

sreoTuHur | amelened ghmIs BTHH60 allsneniay @yeRTLmDd SyLifey (sl
G &TEVLD Camyiu’L | Qasmeiremiu’ Had alldlsLd BleneodF Gupod)
(U@L - Gumiod) L Guguod (ouflé@ FHenzulled apLm.
LOTHLD) apUm. apUm. Neir) (303 BIE Y] 18edeSlwiest
10606l I6Hr LOleOeSuIeHr Gauluiin’s

gagl

allenerey
oY% )

30-Oct-15

LKBO015 14_6 3,000 3,669 2-Nov-2015 10.107 -
30E152 10.4 2-Nov-2015 PABC 1,000

10.30

2-Nov-2015 PABC 1,000

10.30

2-Nov-2015 PABC 1,000

10.30

2-Nov-2015 PABC 550

10.30

3,550

77




7.42.2 2016  Femeufl 28 o HadH  ueBeuy  WHAIFAWEHLUD  BTELSHHIL 68T
asTeoTauFwnden 04 UenewipmseEndasTs Qevmmsd WweHHW  eumduieamsd Coetal
Camruul mbaHILer 2amfluly BFweomu BHWSHHTEO 2030 b pewigest  CuTg)
(ISIN LK301530E152) whssT  BpeiTal
FOFUNSSUULYHEHHT0MEV.  6claflanld, b geugdHlenr  Curz)

QamhUusTeysamens His@GHw HaeHuledmbas Srewi(h BT sener LIRS TeuSH

STeVTeudWITal6uTm 1N 6m 6uot

emewr(Lpn)

2016 GQuuyeufl 30 b Hadh GreHs wWsl Gumiod epum 5,150 Webelwer OFHTens

Pan Asia Bank wwmmib DFCC Bank eaim  @rewiLmd Benevd  Fhons
Bneuekisafelmba  Osmeteusmie OQFUWOULRHHSH. SleuauTm  OCETeTeusia]
Qeuiwiu’ L demewi(pn  opyibu Fhansuller  alpusnetwmer  eaufld@Gl  Lesesny

gynFflumer  eleneney eldsorer 11.53 Fgaissmsd 6l GHoDHS alHssHHar S
aipTeugk 11.10 Fxais almene| aldlasdar Gamereuate GaFuwlULYHBSEH. eIUFLD
Heimeuo S Leuenentulled &meniilssliuBaama.

Sl Leuemewt 18 - gevalpuenetuiest Gurg Gsenal Fwjllssts enewiwhseT ibs
gevalpuemeuie Q&BT(HoHH60 UTEIGEHMT HTHGW HBH (PHe0 03 BTLSHEHD 6N

BHAWLSBHT0 @TeRILTD Blenevd FhHensuledpba OCsmeteaae Gauised - 2016
oot i’ L ISIN STEOTUHWLITES Fapieleneo ghms BJEHH60 alleneney @yewiLmd syileny (sl alleneney
Had b STeVLD Gamyli’ L QameiremiiL L Had alldlgLd Blemeod Gupod) ok 2T h)
(u@BLLD - Quguod) Quguod) (oufld@ FHenzsuled apu. %
DT HLD) L. L. edr) Q@ Teieuese] 1860 edwiest
1560663t 1660663 Qaunui’ L
g
28-Jan-16 LKB01 14_3 5,000 15,650 1-Feb- 11.53

530E15 2016 DFCC
2 3-Feb-2016 Bank 750 11.10

DFCC
3-Feb-2016 Bank 750 11.10

DFCC
3-Feb-2016 Bank 750 11.10

DFCC
3-Feb-2016 Bank 750 11.10
3-Feb-2016 | PABC 650 11.10

DFCC
3-Feb-2016 Bank 750 11.10

DFCC
3-Feb-2016 Bank 750 11.10

5,150
QuorgHLd
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7.4.3

2015 meubuj 27 b HadH usOBaum (WHFFHAWMLUID STEVHSHIL 6T HT6LTEUSUIT(GHLD
03 UemewmipMbEndEaETE @Revmmad WwHAW eaumEwWTed CxeTal GCasTIUULIYHESHSI.
FNImLBW 2035 b gpewigenr  Bumg  smeomeuSHwm@d  ISIN Gevdasid
LKB02035C155 eesim Uememipmlulesnr oieoaneimlest Fymafle Sywd  epum  108.54
G aumauled (mawefldsiu’L  Quuiod epumr 7,000 Wevelwest) emum 7,000
Wevelwelr OFTensdd@E GBxemal FFUNSSHUIULQRHHSHIL ST DbHH Foev BBeiaildEMmHd
gomisCsTaTeniulgmbeHer. (gev almusnenuler Gurg gmmisOsTaTeniul L GT&SLl
Qumiogd)  emuT
s HaHwmenr 2015 HOFwuy 04 H Hadh Cumamplul L NewewiwmIGui emum

112.81

18,850 1fevellwelt) B 60 almuenenuilest  QET(HLILGITEHM6N S

7,400 Wevedlwiest OQFTensuied UemewipmOuimsimlest Fymafle &yuwd  epum
LG UMBUTD BIWILTD BlemeoF Fhenguled Qsmeeusie] QFUIWILLIQHEHSHSHIL 6T

aps UmempPuler oeneneu  geugHed  Qameteustiey —OFuleumats  Cseiral

gojuissiulyma@oruier  apur  315.98  Wevellwer  Sjemeumen  SlFwiGoTeTenm
(LYY FnlQUISTH BmHHSHI). eluyLd Levteu(pLd SILL6uenemTuiled
BTG SLILH S BTN S

Sl Leuewent 19 - gevalpusneiuier Gumg GameTeuse] GFuiwmenwuilemmed GFsuaiL

Gouemtty gmuL L Gwevdas Hyuwid

FiHs60 Had  elpumerumeny  GEmeiTeuaTOUTENT sl Qzmeitousiey  alememey ail#lHLd WenesrpplGuimest pilest
Qumiod) Qauiwiiu’ L dyund
dyunb
4-Dec-15 Auction EPF 2,000,000,000 2,180,868,000 10.40 109.04
4-Dec-15 Auction EPF 2,000,000,000 2,172,040,000 10.45 108.60
4-Dec-15 Auction EPF 3,000,000,000  3,244,905,000 10.50 108.16
7,000,000,000 7,597,813,000  Average cost 108.54
4-Dec-15 Auction EPF 2,000,000,000 2,180,868,000 10.40 109.04
4-Dec-15 FCT EPF 300,000,000 335,258,100 10.10 111.75
4-Dec-15 FCT EPF 350,000,000 394,379,300 10.00 112.68
4-Dec-15 PABC EPF 300,000,000 335,258,100 10.10 111.75
4-Dec-15 PABC EPF 100,000,000 113,147,900 9.95 113.15
4-Dec-15 PABC EPF 200,000,000 225,359,600 10.00 112.68
4-Dec-15 PABC EPF 300,000,000 340,857,300 9.90 113.62
4-Dec-15 PABC EPF 900,000,000 1,022,571,900 9.90 113.62
4-Dec-15 PTL EPF 1,000,000,000 1,117,527,000 10.10 111.75
4-Dec-15 PTL EPF 1,000,000,000 1,117,527,000 10.10 111.75
4-Dec-15 PTL EPF 1,050,000,000 1,193,000,550 9.90 113.62
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4-Dec-15
4-Dec-15
4-Dec-15
4-Dec-15
4-Dec-15
4-Dec-15
4-Dec-15
4-Dec-15
4-Dec-15
4-Dec-15
4-Dec-15
4-Dec-15
4-Dec-15

7.4.4

7.5

PTL EPF 1,000,000,000 1,136,191,000 9.90 113.62
WTS EPF 200,000,000 223,505,400 10.10 111.75
ACS EPF 100,000,000 113,619,100 9.90 113.62
ACS EPF 100,000,000 113,619,100 9.90 113.62
Seylan Bank EPF 100,000,000 113,619,100 9.90 113.62
Seylan Bank EPF 50,000,000 56,573,950 9.95 113.15
Seylan Bank EPF 50,000,000 56,339,900 10.00 112.68
FCT EPF 50,000,000 56,573,950 9.95 113.15
FCT EPF 50,000,000 56,339,900 10.00 112.68
FCT EPF 50,000,000 56,999,150 9.86 114.00
NWwWS EPF 50,000,000 56,573,950 9.95 113.15
NWwWS EPF 50,000,000 56,339,900 10.00 112.68
NwWS EPF 50,000,000 56,809,550 9.90 113.62

7,400,000,000 8,347,990,700  Average cost 112.81

Reduceable cost 315,980,000

gevalpusnesuiesr  Gumal emasweidaiul L GQumiod  euemy  wIGHTWL  Cxeial
JOMISOBTETEN6D 6160607  FhHHTLILRISaMNID @LIDOUDTHHBSSHILeT FoFlnlaaiul L
gapieiensouienr  ogliuenLuled  gmmisamereniur.  Geuswigw  GQumiod  @evEiens
wsHw  eumduler  Hemewr  qppl  Oameteusnie] QFUIHO  Bx:eTellF  FemLwITD
gjoreissliubdaingl. et  gevalpusnenseflesr  Gurs enswefdslulL
QuuIHuied UGS LEIG eumdFuw Hemewipn  gomibOsTaTeniul L  FheHTLILBISENT
STEOIILLL M SeupTaldbslul L. et UFsryw emfluf GFweomu MHWSHMES
2015 HEgFwuy 04 oub HaHuled Uememipmaeflar (LpHeS9METd STewIlUL L  LIGWILD
Gumampiiu’ L Uenewiwppléars  geoalpusmeruier Gursl  Gsetel  FLFUIILSMHE

LWSTU(BRSHBHIUSDETET RUWIVIMLD SHTERIILLLD G eusTefsbsliulLg).

omfluy Gaweoru PHwSHTEL FojuNssOUL  Cxelelsel @eVEINS  LOHHW

aumisSluilermed eJDEIBG®T6ITETED

Gupampiu’L  6.4.1 o upHuiler Fsrrd  Gevmemnsd WWHHW  UEIEUT6TTEL
gnmissTeteniul L BseTalll GQuuuoduied oamfluiy Gzweoru FHlHwsHer Caeral
gmmisOsTeTeniul L Quuiod) 2016 o> e euemgulsd 2013 oD SLEWTIYMNE
euuTEs 38 Faaissdamed alPFAWmLBHHmD JausTalsbslulLg. eueurCm 2013
S o emnged  amPluwy GFweomu HHWSHSHTO FwFllsasiulL Cseral GuDodulsd
94 gFzpeisld Hevmind wWHHW aumGUTaTed gomis OCaETaTaTILLIYHBHHILOT DS
2016 opb pewi(h aumIUIed 57 FHOIHLD 6UMT HoUATHHED CBTETETHInIQUI Si6TaTED
AIDFA WL HHHHBHMD Dl6UBHTENBBLILIL L F).
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7.6

7.6.1

7.6.2

7.6.3

oafluy Gxweoru mPHwsHer Caeialenws PBlymHlsHe0

oaflwy GaFweomu BHWSHSHTEL SpTbu Fhensuled FwIllesiul L alenene aldsd
govgsHev  BlewpuiLlulL  efemene] aldasHmnd el 2 wiksd OQumiodenuids
QB ITEUBTIQ (THHSHENLD 1= SLTLOU 660560 FOJUISS Baeiailamer
Brraflésiubousn@ LISTaIome STJenionsd  SmHbHM 642 pb  ubdHuied

GOUALOU’ L $aaue0&6efar NFETTD DeUBHTeNGSILL LS.

Seteut@m 2015  wwmmid 2016 o yewihseiled Caetal  HipmsfldaliulL
FHSTLILEISEHSEMmLUTD 2015 b pemnget HemmBaifl emewi(pniseafesr Goemailser
16 FpsjluEIseier Gumgid, 2016 o ewiged  HedmGafl  emewr  (ppBeafedt
Gxemeilmer 24  ghayuumEefer  Gumgid  emplwy  Ggweomu  BHWSBTEO
gojuissiulL  elenene) 6ldHD, FOWOTE STEOTOUSWTAWLSHIL ST  LNeDEwT(LPMIHSTS
SreWILTD FHlemevdF Fhenguled gevalpusmersd SHosHuled sTemiiulL  alenerey
adpsma el (Daily FT Qeuigiingdflmasulsd Wyaflésiu’ ) o wy GQuuiodemuid
QBT (HHDHI- bS Henewr(Lpmls st e oem Aluiy Bgosvmu BHWSSHT6L
FojulssiuulL  alenene] aldlsd, @TeWILTL HJ FHenduled ealemene ealdlsHsHms
ol omgluenLll yeedl (Basis Points) 5 @mew 75 @@  @enLulevme
senalanmed  JFsfesHmHImoLL  GomampiulL 05 wwmmid 06 b

S Louenewtuilest FSTID SieusTesNbaULL L G|.

Bevmina WHAHW eumSulermed qpum 10,000 WevellweissTs 2016 GQuigsufl 05 b
FHad veOBoum (WPHTFHE BTELSHHILET BTOTUAWTGHWD 03  LNenewt(LpHEThHHTH
geualHUme BLTSHSULULIQHHSHILET BN CaTHluaiasemen Hib@GHw Had 2016
Quigeufl 12 o HeHur@w. bs gevalpusmeruist Gumg eamPuiy GFoeomu
BpHwssTe0 ISIN @Qevéad 2 @er &S epum 13,000 Wevedlwiesr Gamenswimer Goeal
FOFUNSSIULIQ(HHHH. SISHHTCUTF 11.75 FHAIHLD (PH6V 12.45
FaaissHndemLuleoren (aufld@l Ue) 2 wiks ealmene aldssHear S Cxeral
FFulssiul Lenwulest sTyeuions Sibhd Gxetal MrTsfleslulghbesl. eTailaib,
Gupamplul L FHisHe0 Had wLPMID BNEG 03 HamsEHHGU GO ASHToUSH
Quugeufl 15 <op Hadh wWaslGumiod) apur 7,200 WeLelweT OFHTEMHWTH  DbHS
Avsad  OaTewi  Uemewiipn @rewiLmd  Blewew  Fhewsuled®mbal 06  Geum
aumgsemasWTensefLOmbE 11.35 FHaissHN@GW 11.55 FHaissHNGW BenLuleomer
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alemeney  aldeHHe0  Oameteussiey OQFUIWNLLRHBSH. SaleuTm  CBTeTal6T6]
Qauwiu’ L Treasuries
BIDICUETISSIL 651
OaTLIYmLWSTET @yewi(h SpTwu eurtigsemaswnenysenter DFCC  mimieusnsHedmb gl

demewipPll  Quuuoduiled 91 ggaisd  Perpetual

Ay &denends @ flul emewt(Lpn) Q&M (HHH60 GUITTBIH 60 (6THL_ 63T

76 gzaisuwb Pan Asia Bank Corporation mmieuensHedmba 15 Faaisupd 66

OBTeiTEU6T6 QFWIWIUL 19 (HHSHHIL 63T aluyLd Westeu(HLD S L susnemruieo

BTeISHIUBE BTG

Sl Leuemennr 20 - 2wy eleneney elFHL  FOFUNGSIULLMOUNST  SHTFEIILOTS
Gzetal PlymaflaasliulLengd dAbsHH gevalpumeruier  OaT(HSEHE0  AUTEIHE0H6NT
ST HeHulemBHSH 03 BTLSEHHGHT DbS ReVEHHD OCBTERIL  LNenewt(pmlE6r

BPHwLsHeme0  @rewiLad  BlmevF  Fhemasuledmha  Gameteuete  GQEuiwiiulL
FhSJLILIBISENT

oot L ISIN sreomeuBur | HAwSSTE0 SpyLbL SgIbu @pewiLmd Blensod SLilery (psLl QaTeTeueIE

Had B> STEVLD Fhenguled Gameiral Fhenzuled Fhanzsuledmba Gupod) Qauwii’ L
(u@BLLD - Fwjinlssiu’ L Fiss00 Had Qaeleuese] L. alenene] eldlsd

DT HLD) alenene) aldsbd Qaunwiii’ L ieveSlwtedt %
Sag
05-Feb-16 LKBO25 24 11 12.25-12.45 12-Feb-2016 12-Feb-2016 WTS 150 11.55
41A016 12-Feb-2016 DFCC Bank 750 11.54
12-Feb-2016 DFCC Bank 750 11.54
12-Feb-2016 DFCC Bank 750 11.54
12-Feb-2016 DFCC Bank 750 11.54
12-Feb-2016 DFCC Bank 250 11.54
Seylan
12-Feb-2016 Bank 50 11.54
12-Feb-2016 PABC 800 11.55
15-Feb-2016 DFCC Bank 750 11.55
15-Feb-2016 DFCC Bank 500 11.55
15-Feb-2016 DFCC Bank 500 11.55
15-Feb-2016 DFCC Bank 500 11.55
05-Feb-16 LKBO15 14_3 11.75-11.80 12-Feb-2016 15-Feb-2016 PABC 50 11.35
30E152 15-Feb-2016 PTL 250 11.35
15-Feb-2016 PABC 200 11.35
15-Feb-2016 WTS 100 11.35
15-Feb-2016 First Capital 100 11.35
Total 7,200

DFCC 5,500 76%
PABC 1,050 14.58%
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1.7

7.7.1

7.7.1.1

7.7.1.2

WyFfenens@Gfiw opyibu FHansular QEBTHHB 6UTEISH60H6T

2016 wMFF 29 b HeFHw CBTHHHEO GUTEIBEVDEIT

Gumaapiiu’ L 6.5.1 e GOAUILOU LT Kysmyw BHw  (paremwsgen  Tflaler
wHHW vieuevdssHer Furffer Aysryd Hemewiwnser Gsmereueie] GaFwiwiug L
PaHuled iFmeugk 2016 glged 01 Ge0 o effeneuny e1Hfey FaplulL  (p&HeSH
OQFwiwdbgnigul  uewr  LSFHwimer  eapuT 8,800 1le0eSlwielled emum 4,000  LSlevLeVlI6DT
Guomanmiiul L Nemewt(Lpn) alBCwTdIusMHBTH LweTUBSHISD S Hurfle
Qi Y hHbSHSI. eal@ib, dAH6e0 apur 2,173 evellwer OFTensd (sl GuDIL
ahuUT 2,500 Wevellwest) WISHAHID (PHeSH CFUILbULYHBHSHILET deteurTm (PHeSH
Quiwiu’ L Quouod furfles Geuiwiu’ L uewr BHuled 50 FHeisd Semeievme
FEHOIBHMBS CBTEWIYBHSSD-

LU gevalpusnenuiesr Gurgl 2wy elenene) eldasHer &S  Lemewunpmamend
Qameeusniey  Gauiuywd  Queem  sTewluGL  Cursiwd,  oIBH emewrpnd
alBCwrdsselesr Gumgl epum 2,173 Webellwes wLISATLD LWRTUGSSIULH  6T1EhFw
ebuT 9,903 Wevelwesr (12,076 - 2,173) QFmensd 6.5 FHaIHD (PH0 8 FHAIHLD
sumguileomesr  GHmPHS eully  aHHSHHeE B  LSICHETEEW  BeTOBTeTeU6TE]
o Laugdbmaseied (Reverse Pepurchase Agreement) 2_ATEMLIQUITEN  emeuLIL
augdsaflevd  (Standing Deposit  Facility) @wseS® Oeuiwliul gmbsg. dbS
Her@pradw WeTOETeTouaoyH6fllear 2 L ailgsmasaiey (WHeSl Lrenjsefllar o wjbhs
FHIs0TaEIm SBTeug 61 FHeisw sHBUTEH Lemem(pmser GameTaueie GQFLIULLD
Gurgl Urseemend@flu Perpetual Treasuries siueiuled (ps5eSH QFUILINLLQHHSSH

alugd LeTeupH I L euenetulled SmemiillasiIuLl (HeTeng).

83



Sl Leuemernr 21 - 2016 guged 01 o HadH UaiCrradw  1etOsTeTeuse]
9 L SLYHMBHEMeVID 2 _eemuiguiment  emeulil] eugFdHdaied (PpHeSH QFuwiul L
Gumod)

alpuener QFWiud Srllery (TN aully elélgpLd
abUIT.LOl6D6SwI6sT %
Pan Asia Bank Corporation 2,000 7.95
Capital Alliance 500 7.98
First Capital 1,000 8.00
Perpetual Treasuries 6,000 8.00
OMO- SDF 403 6.50
9,903
7.7.1.3 Goeapd 2016 glged 01 b HaHuler Weteny 2016 glgsd 04 oub Had (PH6e0

7.7.1.4

2016 gluged 12 oub HadH eusmgwmen HTevsteoensouied Gmammiinl L  eaTCHTHEu
SeTQB Moo 2 L aiugsamdsaied  (pHelSh  QFUwiul L  uewd  BTemhHS
wHTFSulesr  Getenr]  Sewipo  Wewiho — UeiCmradw e Gameeueiey
2 L @iugsmaseiey (WHeSh CFIWNIULIgHbSHSI.

BpHwsHTe0 Buomgapliu’ L HopGafl o eamvigwisvseier alBCwrasHer Gurg B
SLBHGMMHS Jlealed LWSTUGSSIUL(H WGHI uewid CsTLIBSHID Her@rrasdw
erOameeuate] 2 L aLydmassaied (pHeSh OFuwutu’ B 2016 glyed 12 b
Had (WWH60 gUTEL 25 EUMTWTEN HTLLLGHUTD SI6WILTD Hlenevd Fhenaulls
abs HonBafl Uemewt (whsem GameTeusiey GQFwwLl mbEer. FFauBhs GFilliy
usHrmsmen QemmisTanid LKBO1530E152 o0 @evés  enemipmluied oL
Fhmauled 13.65 gFHaissIHANGWL 13.70 FHaissSHNGHWL  @emLuleomer  aleneney
aldHHHe0  (ufldGU  er)  Oamemeuetiey OFUIWLD SWEVIHID  STEILILLIQ[HHSHID
aFe0 FAw  senQeunesim  Gameieussiey QFUWNUL(B ibHS Nenswiupmulet (Lpsll
Qumiod emum 7,050 Wevellwiest OpTemawner Lenewipmdser 12.42 FHaissHHMHEGW0
1245 saaissdneo  @mLuleorer  alemene aldBHH0  DiBTeuFH — SpyLOU
Fhmsulenar alL GHmmbhd aldeHHH0 BTUiLTD BanevF Fhandulled OBTeTeu6T6]
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QeI YHBESH. bH Osmetausiadeaid 57 Faaisw DFCC  eumiduledmbaid
Asia  Bank
QiU pmbSH. SeueuTCm  FreuCss

43  ggeisb Pan Corporation Q& T6TEI6I6]

BieueSAeid
Gyl  uSHEIGBEMET  BIBISHTEDILD
@evasd LKB01226F014 eeiip  ememipmebsns SpToU Fhenduled Smewriiul L
13.45 szeaiswoner alemene] aldasHmsd alL (auflegl Jer) @Gombhd disSTeugs 12.2
FHalm ealewene] ealFsHHHe0 (WPaUGUDILE epur 100  We0eweT  GumILLAwiTent
Hememwipmser QrewiLmd  BleweoF Fhewsuled Qsmereueie] OQFUILILILLIQHHSHE.

elugd Leteumld i Leuenswiullsd smentilssiiubaEearng.

Sl Leuemewt 22 - 2016 glged 12 (1pH6e0 UIED 25 6UMTWITET HT6D  6T606M6VUTED

RrewiLmd BlemevdF Fhensulled (PpHeSHEer

Qs meiToUaT ISIN @evdasid FallLiGoT allenerey syLleny sl Quuid Qs TeiToueN6Y
@aFuiwin’ L aldlFLd aldlFLd Gauwinn’ L
S &ywid
% % [WITIA U,
12.04.2016 | LKB01530E152 11.00 12.42 PABC 500,000,000 453,176,000
12.42 DFCC 50,000,000 45,317,600
18.04.2016 | LKB01530E152 11.00 12.45 PABC 500,000,000 452,301,000
20.04.2016 | LKB01530E152 11.00 12.42 DFCC 500,000,000 453,228,500
12.42 DFCC 500,000,000 453,228,500
12.42 DFCC 500,000,000 453,228,500
12.42 DFCC 500,000,000 453,228,500
12.50 PABC 1,000,000,000 901,596,000
12.45 DFCC 500,000,000 452,314,500
12.45 DFCC 500,000,000 452,314,500
25.04.2016 | LKB01530E152 11.00 12.50 DFCC 250,000,000 225,416,750
12.50 DFCC 750,000,000 676,250,250
12.50 PABC 1,000,000,000 901,667,000
Total 7,050,000,000 | 6,373,267,600
DFCC 57% | 4,050,000,000
PABC 43% | 3,000,000,000

18.04.2016 | LKB01226F014 11.00 12.20 PABC 100,000,000 93,101,100
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7.7.2

7.7.2.1

7.7.2.2

7.8

7.8.1

7.8.2

2016 wfF 31 b HBHW QBTHEHE0 GUTEIBEVDEIT

Gumampiu’L  ISIN  @evsésd LKB015281017 eaeim  Newewipmldsns 6w
alpueneiuilet Gurmgl SjwrefldasiulL  Bapwellssiul L gyrgfl alemeney ealéswd
(ufla@u der) 13.72 Fseaissms  alehdw  alemene] aldswomuie 14.10 Fseaisld
a0 1420 gszaiswd eaumy Bzertel FwjulssiulLenwwrsd eaduy GFwsomu
BHWSHSHTE0 FLOFUINSSIUL L FBH6V (€230 V3G T BT eIl UL 19 (THH HEMLD
SlusTalssUUl LS. ComsapiulL  Uemenipissts  geoalpusmer Bl Qumm
HaHulesr  Curxk GrewiLmd  PHweodF  FHewsuler  alemene]  eldlsw  13.50
FHaiasHNGL 14 Faaissdn@d GemLuleomer (Dailly FT  Qeuidiugdfenasulss
Uyaryo) OCuuodunsd &TEULIULLDD — JUSTENSGSUIULLSE. G  LFsTyw
Gumampiiu’ L Jemewipy aIBCUTHSHH0e0r Bungl, &Fheng Hewew OCHTLIUTS
gflumenr Ui  u@uuTweden)  amelensy  FOFUNGSHEMOUTST  BTFERILOTS
QuPSFQUSTE  BBHS Bl ST  Beowisa  HAWSHDSG 2 fHsHmiL
Guruimpbaemny GeusafliuGHBUILL L &)

Gumampiiu’ L  Uemewipn) eIBBwrdssedear Curagl 2 winhs elmene] eldlssder
& gamelemev FOFUNSSIULL emwouilet  smrewions  Cxelel BITsfaslul g (hbs
ISIN @evaawo LKB015281017 etetin Wememi(pm) opJbL Fhengenwl 6l (& enmeuret
deeHa1 B HTeugk 1240 Fzels ealmene] eldasHear S apur 1,000
Wevellwesr Lememippiser 2016 glysd 11 oub Had BUewiLmd HmeoF Fhenduled
Qs meTeuste] QFUILILILILIQHHHHI.

UrFfenans@flu @uewiLmd BHemeod Fhenduler QBTHHHM0 CUTEISHES6IT

GupampiulL 6.6.1 o0 ubHuiesr Kysrrw eleneney aldsd 103 FHaishHnES
Oameeuetie] OFuliwiulL  Uenewiwpmser 10.28 Faeais ealeweney aldssHea S
alpusnen  Gewwiul(B  ASHEG DAGBHS Hab 925  FeaissHHGL 9.5
FHNBHHHMGLD @emL_uevmest allenere] VEALY: ¥l 3T OBTeiTEU6T6E
QFwiwiul Lenwulet  smgewions BHwsHNG  epur 284 1000wt  BLLLD
JOULIQBBESSHI-

Gupampiu’ L 6.6.2 o upHuier dysmyd ISIN Gevdsw LKB02035C155 ereiim
Uememipn) @rewiLmd BleweoF Fhengduled elpuenet QFWwiul G iGHe6w e
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7.8.3

2015
2015
2106
2016

7.8.4

ShF HoeuabHng Oasmeieasia] OGFuIWULLewulesT &Trewions  BHwsHME
ehuT 63 leveSWIET BLLLD OULIQHBHSHI.

2015 wenr wmmb meubuy Gumeim  wrHEIGeTsYd, 2016  Feteufl LMD  ELITED
Gumeriy TFHEIBMNID, BHAWSHHTE0 SHellFomesr Senaled LNenewui(pMiEeT almnLenes
OQeuiwiul L uewnd  dysmenons @IeRILTD  Beweod  FhewsuyLres  Perpetual
Treasuries BmieuensHelmHHID yFemais@Gilu Nemewpn QsT(HoHEe0 CUTHBISEOHET
OaTLIuUTSaD LHemei(pm o emenis@waln@ ol wkisamen QHafleubsHHw Syewni(h
Boeuekisalelmba  HeoomBafl  ewmewmiupmiaemend  Qameraueie]  CFulaugdmn@
uweTuhSSIUL R HHSHmW  QeauafliuGHSIUL L. euauTCm  elmuenet GQFuiwiul L
Uenemipplsefedbbal 82 FHalsd (pHe0 100 FHeisHD  eumdFWTET 66y
WwHAFFHwemLWD  sumguiad  MEUSBILLQYHHESSHTE  UMBLUBSHSILULL  Lener

(WPAWTE QBISTERIILLIQ([HHDHSHI-

Sl Leuewent 23 - FHeomBafl Lemewipn) elpusneiuied SHewLsHs LewID @FewiLmLd
BemevF Fhenguled (PpHeSH CFuIHe0

LOTSLD edpuener @yemiLmbd Blenevs PTL, Dfcc whgpnb
QeunuiuL L Fbenguiled PABS
Lenevor s eriiest Qs meiTeueey Doicuaseeinbs
(walGuEILL QFuwiuC L QareieuaTey
Hememi(phieseie QFuwiuL L FFHaiFHLD
wasl Guyrod
epLUIT.LOl60 6l ul6uT epLUIT.LOl60 60 u6uT %
ey 11,200 14,413 55
[BOULDLI 41,975 45,145 82
gevteulf] 33,500 29,400 45
glyed 10,150 8,150 100

ereflenid, 2015 uyewt, meubu mmid 2016 Fereufl wMHMID 6JUT6D OTHEISETED SpTdL
Fhmsuler OsT(hdEed eUTHIBSET URIGUDDE Blensvenwil ufl fes Gumgl, 2015
et resHed 02 Fhajuumiseier Curgk Gsetal FwFllldsiuLTHHbsHILET 2015
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7.9

7.10

7.10.1

7.10.2

7.10.3

7.10.4

Beubuy, 2016 gFereufl HmID gUred Gumeipn TFEIBeNET pTOL  FhenGHuled
Oameeueie] OGFwliwiu’ L deemiwnseilar Qumiod @IeNILTD HBlmevdF Fhenduled

O&meeueie] QFuiwlULL Senemel alLd GmMaUTE SHHHENID SHeUHTeNbEILL L .

omfluy Gxweoru PHwWHHD 2 eenLmSluleiien SIPFTEIS [HNICUMTEIBET D6ML_TH

Perpetual Treasuries swueafwred Quplul(Beten Camiw Uil GuEieueTay

6.7.1 b upHuled  GIUILLiuLL  HeoopBafl  emewiapplEet  OFHTLIUTS
pmeHG L  sfidmaulsr  Ugsrywo 07 denewmupplaend@G il OamHdas0
aummiIseusefer Owrss Gxmw uewl Gumieusiey ecpum 11,145  Wevedlweled emuT
8,530 Wevelwer OaTewaswmen GaxPw  uswil  GQuuieussiey 2_eaTenL BIFUNHBHHEHLO

GMUALOUL Y HBESSH.

BpAwsHear B wpasTemwsHGeud wHmid et Gameteaeieymeied (PHeSH

oanflwiy Gaweomu BHWSHH60 BrenThHHD CFafleaslLBHain BHmW (PBHTMLOSHSHIOULD
QFWIUHMHBTH QuUIT(HSHSLO 60T Spuwieyif i eot (PeHMENLOGWIT BTN
LWeTUBSSUIULTH(HHSHMD SleuSHTNlHSULLL FI.

Gued MHwWHHET Wemsl usiHmdH (WHeSH GFuiud  Gurkl 2wy Heves
OQumaanigwl  euendulled TMHMIEUY  (WPWHBBET OFHTLIUTS H6ueIld OCFNIHSBTLO6D
GMOHS BHevel HewLsHaim e Qsmereuaialmeaied (PHeSH OFUIWNULIQHHSHSH.
SFHST LFsTrn BHUSHIT (WHeS(hd OHTGHmW (PaETmSHHD CFUISHN 2 FF
jenailed GLLOOUDTH([HHSHMD DieuUBHTeNBBLILL L F).

AHTHTO  SUTW  Hewevenwd SILPbEH BHwsHer Wensll uUmiHmS (WHeU(H
QFwiusmaTs 2 6MhTL(H oMb GCeuedbTl (B FHulled B sTe0 (WHeVL (h 6ulH6NT
OaTLIUTE SprTWIBSH  urilugl OsTLTle0 PlHwb seuaid  OFeVIHHTH([HHHEMLO
SlUGSTANBBULLL G|

Gumaapiin’ L 6.8.3 o0 ubHuled GOAUILLIUL L Fsmyw wLISHHNG @M SLeneu
LOTSHHTLD Nemewst(Lpn) eJ6VIMLIEN 63T BLSHSHILD y&Hw (PEnMENLOQWIT BT
ANWPSILGSSILLYGHHSSILO  bS WTSMHS  gevalpenenules Gural  BlFuwibHle
Gazealemw MHyTsfles Geuswiy gOUBLTUINT SieVevEH BHWSHHT Wensll  LeswTd e
senainG @UiLTs  gevalpusnsiuier Gurg emaweflbsiubBEEIn D66y MMEUTS
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7.11

7.11.1

7.11.2

7.11.3

7.12

Ama@oruiar, BHwusHar WOmasluaibamsd WHeSh Cauibed LysFfenends@flu

Blenevuled &TeTlLBE@MEND SleuBHTeflbBlILL L G

sl GFweoru PHwsHer uaGHMmB LEIGHTND (WH0H CFUIZHeD

Gumaapliiu’ L 10 opb s Leuemeniuled @GoOILiu’ L Aysnyw 03 swueilseafet
(WwHeSL e smyewionsd 2017 HOFwuj 31 @60 o eTemeury Sewilliu’ L ol (b
BLLD epum 1,300 Webelwest ops RHHSH. SibHS sbuaiseaisd Sri Lankan Air
Lines wmmid The Finance Company eeim aswueflsefed (psel®h  Comlsmenend
auemruiled Semeu HLULWD QUL IQHBSHI.

P.C.House asueiuier umigeied wWaed®h OFuutulL HasdH WPaHe BHwWSHHDEG
BeVETH6T  SHenLSBLUOUDTAHHSHILST 2016 D Spewngest CUTH DIbHSL  LKIGHS6NT
epum 1.1 Weoelwenis@ elpuenet QFUIWOULL ST STFOIOTS BHWSHHNEG HuT
42.8 1060EIIWIETT 2 _6iTemUIQUITE BLLLD eDULIQHHSHSHI.

Gumgapiin’ L  6.9.2 @ GOIUILLUlLger  dysmrpn  Gseielsd  Gammevigmierd
GammiLed &LlLsdh sTEHHUI Bliforeniiusng epur 5,000 Weoelwear (WHe(h
QFuiwiulymbs Burded, SHHE swueiluiler umiGser 2018 Feareufl 31 Sub
Hadl  aumIuid URIGEF Fhwsuled BrmubBsSSUIULIRHSEI0meD.  DieueuTGm
SbHH CamTlLed &LYLGHOHTGHHUIGT HBIFOTET [HLOUQHMBHENT  HTLOGHLOENL [HHIH6
STTEIOTS (PSS (hd HaH (PWHeO BHAWSHHDEG HeVETH6T SlenL S (hHHBHANE0EM6V.

“Eeamsaup 1w’ gL BlFLomemILD

GuwBs 6.10 @e1 Ugasmyw  “GGameup wes” &lyL BjwreusHer  Cumg
Wemelys OGswleusm@ Qemmsmeoiiul L OsTensuilsd 2017  HOsFwuy 31 G
o etemeury epum 339  evellwenr  GpTensuineim  Gued  WemefliysF  GFuiw
GouemwnguimHHH. Baid, GFevalliu’ L Grss CHTamsud WerallyF QFuiusnE
AewmsIULTenoule STyemionsd  BHwsHmE epur 38  Wevellwem HLLGQoTeim
gOULYHHBH. B LFsTyw apur 1,890.5 Wevedlwient OGpmenswimen Gaeval L’
OxTenasular  SigliuenLuled  6IhHOeuTH  euHLTaIWD  BHwsHNG 2 Fhbsnmil
Gumenewioullest smyewioTs HHWHHNEG CSTOOUTL(H BHLLBISEHD FHULIQ[HHSH6.
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7.13

7.14

08.

8.1

omfluy GFweomu MFWSHST DIESBHHMJHEHHG HOLFBMNTF OCFNIHHIHE0

GumammUul L  HeVEIHEHLET SLTIOL  Fhenduler (pHeSULmenysefLfmbe  alevd
BHwsHar BHenw GmMbSH HEVAIBEHLEAT 2 66N GQI6RILTID BemevdF Fhengullest
wseSL(h  auflsafend  OeGamadlw  WeTOEmeTauee] 2 L SiLIgHamndSerleid
FhUuBSHwend, BFwsHear (paTemwsHHien  Lflelear 2 elenad &L (HUUT(HB6IT
BedleuTsd  STEwIlILL L enoulest  &Tyewiond 2013 b opewi(h (PH6V  [H6V6HT

aldABHmd 2 WIHH Beneouled DMLAIGNE (WPIQUTHHHHEMD SeUHTeNbEUILL L .

@@ 2amPfluimesTer Syuwd

Gumampliiu’ L 6.12.3 g upbHuled GOUEILIULL 15 oD BevdEdE L 6Un6mTeNL
seuasHHe0 OQBmeTepd BGurg Gevmimas WHHW eumiduler Ay Gzsomu mHl&Hwil
Ufleler e emfuimasster Hjww T HmewissansdHar empfluly GaFsomL
pHwWl  Wfleler @wm oamPumestar HAjwusms UG QFugs Gumrg 2016 b
SLEWIYEL  HUT 2,126,000 @evimevid, 2017 S0 opewngent  Cumg  epum 2,129,000
@TeID 2 WFeUmLHH(HHHMD SeUSTNBBLILILL F).

aipe  Ugamyn  BHwusHear  uahmsd o _FFenaled  (PHTMSHSHIEUD  QFLIULLD
eTHFUMFLITe0 %300 eursIgluest oemfluIy BzLoevrmL i Wiflefest
L6 wiew Ul 6oy & (61h b B T & 2 WihHd FLDLI6NTLD (OEINEY:NNIGF:Al2011) Gurdauild,
eHjurfaaiu’ L Nysryw BlEHww CFwumuLTHHHSML DeUSTENSSLILL L G

(WPMDMLSB6T HEILD SLGBUUTL®H [H6Vleyser

:4h) GOUALLuGSeTm (PN MENLOSHEIT LoMHMILD s (puur’( 1560161 61T

SIUSTETNHBLILIL L 63T

HeopBafl Uemewipn) oLJOL  FHEMSHUIET cpevd  Lemewi(pmsenend  OETeTeuce]
Qzwiud Gurg o2 flu gevalpusnenuier Hisseo SHaHuled BHwsHDGFWw wHIIGH
Q'L uewr  WHemw  sluenLwinssd  Oamewi(h  BHHwsHer gl
IINUVBHHOTL  IUFBTIHSTUTINEG —Furflaser FwojulssiubGdeaiper. HisHH6e0
HaHuled (pHS mars FHUBGSHHS dnlgwl  LHIIH OCFuwlu’ L  sraE 168
(Projected Cash flow) plAwgdear et  oveucvassTed  (Back  Office)
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8.2

8.3

3.4

8.5

8.6

surfleslulymbsd  Curdeid, seauamisbHed  GamateniuiGdeain  sTeolLGH UL
SFmIH SUTHGHS 2 HHCWnasHF e CQuwy, usel wwHmID HSCWITIULD  6TETLI6N
GudLiuLTenoulemed oig1  Qummiiy euruihg 2 SHCUTHSSHETT([HEUTTED
SWMTHésUUlIQHhEHoTeuT 6len 2 MIBIUGSHS (WIQUITH(HHSHELD.

opaflwy Gaweoru HHWSHHE BHovaidMNEF OQFMSHHID CUTH  DYLILIHLWITHED
OameTeniul L Hevest 6IdFHWD 2009 b pewi(h  (PHO FITH  eIDFF WL b
OFeimeniou]ld, 2014  (pHev 2017  euewy  Fowme  SeMOIITEYID  [HEVSIHEIT
OFaHSILL L mow|d, Gumamplul’c  6.11.1 o0 ubHuled SieusTeillasiinl L gL et
SbFH Heval  aldleHmad  Cweyd  (etCaimmld  CameTeusmaeTed w6
(PEBTMOSHSHIOUD BLOIYDHMS 61(HHH [HHBATEVEM6V.

BHALGSHET LwIHensd ddaTaIoTe  aplsaied (pHedh CFuiyw GBTHsd DB
(PEULD 2 _MPSHHND  HEVIIHMET HHWSHHIT 2 FlenowmenjaeEnd@ — eUPBISLILIL
Gouswiguipbad Curdaib, AHETIFFLLSHO GHUEALIU LG il (pabaSwLmet
elLwiome  SLLTW  Bevem eldsd (2.5 FFHais) 1958 b Sewih  (DSH6D
HBHHH5ING 2 LUBSHSILLTSGBHSMLD.

oamfluy  Gaweoru  HHwSHeT CFwpuBBlemey  QHTLIUTE Fev  HFLOTEIRIGEN6T
ahEGWw Burgl Sibs Hwreld Hiss FHUTHa GeusfliuemLwTeasTaaln RmHmobs
Gouewiguipbad  Gurdad, &LBS oo  eumLEISaN0  OQupiulL  HFomed
FFFmFHGFW STOTOISHIHNEG 2 L UBHSHSULLIQHHSHEMLD.

oamfluiy Gaweoru BlHwHHTe0 2013 P pewigest  Lesteny HewmBafl  Nemevor(Lpnd
oLTL  FhmaUled @mbal Q@meTeueie GFuIsed UlLRWITE  eiDFSLIENLHHENLD
wpmid 2015 GQuigeufl 27 oup HaH WHeL Chrywrs aIFCLTHHH0 S L
SMOVBBULULL FHILEBT DG 75 FHASHMBUD L& (&HNMEUHL [HFHMLD.

ool Gaweomu BAwWSHET (PHSL(B BLeUgHMmBHeT Bm@sTaTemILL  Geuemiigul
W  QFTLIUTET  aPBTLIRHMeNT  QUPEIGMUSDEG SWUTHldsiulL  (pHeS (ha
OQaxmetenad aflaT 19shEG eneuwna (PpHeSL(hd Oxmetemnsd GeuafluihaeEpdsTts 2011
HOFWHLUT OISO HTEOIWF FOUUIDITED) SIBISHTID  UPBISLULIQHHHHILGT  DIFH60T
Jesteory 07 eumL  &Teold &SLBI GBS CurHaid, oibs OCeusfuil sTeofsluled

BT 6T GHIGUENITUITEBLILIL T H([HHSHMLD.
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8.7

3.8

8.9

8.10

HemmBafl Lememwipmser @IewiLTD HBenevF Fhanduler OCBT(HoHH6e0 UTHIHE0H6NT
WP Slgvieuevdsld  cpeold OFHTemevBud 2t GmOETeTEMIUBMSILGT  DbHS
O TemnevBud 2 _MIUWITL 60&6M6IT BmIGeul (Hasered udley O&uiuyb
UL (1penmeno@Quimesim) BHEUETHH 60 Q&meTeniuL & Falgll &TeLLIL@ &Huled
@eveomrenouletTed  @rewiLmd  BlewevdF  Fheandulled GLbOumd  QBTHEHSH0

aMmIB60H6MeL GeuefliliLenL g HSTEOUITEIM HTEILILILTELD.

opaflwy Gagweomru  BHwGHTEL CmOsTaTaniubBdam  HeomBaf  Newmewipmlsel
OaTHEH0 UTHIBE6T (PHL(Hd (GHOANST (psvld (a1 DmSHTIHHNEG (Retify)
2 L UBSHULLYRHBESHILST  DeUeUTH  (PST  SBISHTFLO  OUPRIBLULL  HBHEUGOSHEIT
womio  deal tickets @mdmLCw RewisHIOGIND  BTEILLULLENID  OMID  S6v
ghsHylumseie Gumg deal tickets (wpxHeSl(bs Gupelan W DBISHTYSHADCHILD

2 " u(BHSULLTENLD.

opaflwy Bgweomu HHWSHHET SImBHBHUTHMET HANILULL B GHEHHE 2015,
2016 wpmid 2017 HeFwuj 31 e 2 eTeneutm OF6vey HeubSUULTSH (PGB
ehuT 9,636 1le0elwen, emum 12,517 Wle0elwiest wmmid epum 12,403  LBleveVluteT
OFHTEMHHEMTET LRSI UeRID DIeUTHeNe Seuidh@GHEhdE 0F6eve] meuliugsm@Lw
wpmid 2017 HOFwuy 31 e 2 etemeury epur 779  Wedellwe G TemaWITeDT
SIBIBHHAUTHEDHGHF OCFISHUULTION BNiGHEH meubsUULL  [HEVSIH6T MWD
OIIEY: 3| GaMyluLT®  [H6EVEITHM6I o flu o_fleamellsendE SHTLoGLO6wTN
CFVISHHIUSDNHTHT CouemnevsHI L Qomeiml HWTFlésluLTH(HHHemLD.

oanflwiy Ggweomu HHWHHMEG SWTSEIOTHT 2 _6TeNdsH  HewibaTuIeyl LNflGQeuTaim
STUGHUULYHEBTHHILET — BHHwsHear  Bjeours  FHWUTRT  HLEUQDHENSHDHEM6NT
BupOsTaTdam QBT HenaussmbHar 2 olansd savibasTwial flaled 2 eTem
ugelweniluleny 2017 HOFwuy 31 v 2 ememeury 06 Guj 616D  EUEDFULIHMUTED
oanflwy Gaweoru HHAWSHET HETHBTUIO BHLOUQHMBHEHHBTE Fn(hH60 SHEUSILD
OCFVISHHIUSNESG FhHHTUULD STEIIULTHHHS CuUTHID, evmEiend HHW  eumISluiles
oanflwiy Ggweomu HHWL Nfleled 2 _6enesd SavibaTUIR] HLOIYHMBHT Cousileurf
&HBHTUIR]  BneusTOoraienm  eumalhs  HeomBaunmUuGeusILeT  ieujoerie
alLwiurinfed QsmleodenemibsasHar amAuiy BFwsomu MHW fledeT uewise

Gueayens GFUIWINLLTH(HHHENLD.
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8.11

8.12

9.1

9.2

9.3

ahuT 2,066,299 1fevellwest Quuiodemwis OQsmewi  2amduiy  GFweomu  HFwig et
BEFHwmen wmmid Blyeurs FHwmer Memeveno QBHTLIUTE &H60HSHIENTWT(HEUHMHTH
BAWSHDEG SFWTHEIoTeT — HwidBHTUIS]| LMHMID  (PSTMWLSHSHIUS (& (LLOUT6sI)
STILILLTEnLUT6TTeD B6vEiend HHW eumIEUISIHID QBTN  HenemiddensHergid
o Wiy (LPSITEDLDOUL_ 68T SmeutliL(ha&lem Ay & emeviaemer xCry HLemeuuiled

SOBSHIMTWTHOUSDES (WPIQUITHHHSHLD.

07 oumdld s GHBEHEHGW 2016 b pewih (PH60 2017 HOFwuy 31 b
Had  euemguleomest  sTSHHEMGFW  apur  2F893  Wlebellwes  GOFHTemBWITET
FROFLWOULTSHHID SHTHFH MeUbSTHHIOTET  6HGB6T oumIED  B6wTdhddH M0
STEILILIL L 6MLD LoMHmILD IHSH 5o emen FFlOFWIUSM S L 6UIYHM D

6T (BT H[HHBHEMLD.

uibgieniy &6ir

ool Gaweoru BlHAwsHer (WHed®h OFuww Curgl Wsa elemearsHmeTasean
Qrwpdpenrtaeayd Cumlateren GeuemiguilBhIHILET  DBHET (PHL(H  eUdEmens
Oafley Qeuwiujd Gurgid wHMID STeERILGHETD HLL(PHDENLOSHATED  LOTNHDMEISHENETEF
QFuiywd Gurmid BeveTeldEhdE@ 2 WihHs HeVSIH6T S sHam  euenauilsd

gflwmenr puielsst ety GomGsmeateniiuL. GeuemiguimibHemLo.

OaTLjy : upd Rev. 7.4.1, 7.4.2, 7.6, 7.7, 7.8, 7.9, 7.10, 7.11, 7.12)

oamfluiy  Gaweomru HHW sFBTrFFLLAD  @gleueny HHHSHIHDEG o LULTSH
sLLTW Bevetl QFSHHID FHaisb wmmiw GFweomu HHwD sewinih GeuiwiinG
o enpliysser Gureiny sisHwuTeuFw  dfleysenen sHOUTMSHEHEG gDMH  UMBUTED
HHH5SHIHNSG 2 LLUBSHHUSDEG BLUYSMS 61(hHd GeuemTiguiamLo.

OaTLiy : ubd @ev. 8.3)

2016 @&Bzmmuy 17 ok HaHw @ev 31.2(F) eeim BrewTwF Fenuulet SHFOTeTSH 60
dysmy, 2016 @&GxsTuUy 17 b HedH (PHL @IUILTD  HenevF  Fhen Hule
(AL (CF:¥: 10 QUITRIZH 60 61T NSO LILIL 19 (hHSHSHIL_ 60T BHWSS D& Crruwrs
ABICWTdliugN@ STwrellsslILlRBbeHl. ASST LFsTyn BHwusHNEG Gmrguirs
ABICWTHIUBNEG TBHBILLL STOTEIHMS D(WPeoLbBHH Geruetrguismio.
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9.4

9.5

9.6

9.7

9.8

(OaTLiy : ubd @6v. 6.8.3)

opaflwy Gaweoru PHwSHeET BiourTesHNETE BHHWSHHET 2 _Flenlowimen(yasemenujwn
o _aTenLbd Hmet Beudiugnsts QUThHSSILTET  SIUNEITHm6T 2 _6T6mLdbalul
FenUOWITETIM Bludgg| 1Y) FMUDH G &L BHUUBSHID SIB BT RIS 6T

anasWeflugn@ BHemeuwmen BLOUQHMBHNT 61(hdd Geuebiiguiento

Q@aTLiy : ubd @ev. 7.1)

pHwsHer  BlF o wihs BeosiOuDSFmgw  LFSTIL  SLbBLTEUDTET  (WHSL(H
auflsafled  FHUbBSHIUSDGH CoHemeuwmesr HTwoTaIhmnd HLUUSDSBTS  BEVEINSD
wHHW  aumduier  oamPuy  Bgweomu  HHwd  WflelnE CFwPUBSHSHIUSDHES
BLeUgHME 61(hHd GeuswnguilhbHemLo.

QzTLiy : upd Gev. 6.12, 7.14)

oamfluiy Gaweoru BHwSHT (WPHOL(H BLANgHMBBMeNF GFuiw Geusmigwl (LpewM
OaTLjumet  eufETLEmeT  AIPEIGMSDEG  SWTHesIU’L  WPpHeSH  LHmIb
elwmumyd QasTLjutenr auPsTli9s GBamemeuds@ SemeuiiTer (PSS (hd CaTeTems
Geuefui(hasemen BTENFHIUMTWITEGHMISNES BLOUYHMB 61(hHd BeuswnguilhbHemLo.

OaTLiy : ubd @ev. 8.6)

B&Hwid 6wt B&enul (PBTEMLOGGHI6ULD QFuINSDHTH apuIefHwTs
(wempemwwrsasiempud Haupnieusn@ BLalgsHmae 61(hoHs GeusmmguilhbHemLo.

Q@aTLiy : ubd @ev. 6.8.1, 7.10.1)

pHwsHer sipgmmes Gy usHTmIGeTear QBT(HHH60 UTEIGEVH6T GHTLFUTET
BVHBHMIWTLOSMmT  @mIGeu’ (hebsefled udey OCauikhed, urgsmiy  Qswogm
QUTHSHHIHEO WLOMID UTHIBTIY  (PenmenWlmerll  NaupneusnE BLEUYHMB

a(bdd GouemiguilhbHemLo.

O@aTLiY : ukd Rev. 7.2.7)
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9.9

9.10

9.11

9.12

9.13

THTHT0  SUTW  Blewevdenen HWILMbH BHwsHer emall uaiHmnd (WHe(H
QFWIusneTE 2 aMpTl (B womid  OCeuedbTl (b BawiLsTen  WHSL(H  eudlser
OFTLIUTE SprTuihgd GFwmur  GeuswnguilmbaHemio.

(OaTLiy : ubd @ev. 6.8.2, 7.10.3)

opaflwy Gaweoru BHWSIHMEG GWTHOIDTET HEOIHBTUIR| LOMHMID  (LPHTENLOSHSHI61EH

Gd FalLHMS BLISHHUSNEG BLOIGHMS 61(hdbd Geuetrgu(HibHemLo.

OaTLiy : ubd @ev. 8.11)

STHGH MEUBBLILLTS [HEwIL STV  6UEBIE  QewibddHanDNIHHaNs0  STeniliLbBaaID

BHeemen FITH@GISNESG BLoUYEHMS 61(Hhdd GeuetigulhbHemLo.

OaTLiy : ubd @ev. 8.12)

BPHLSHET  DEISHBHUTHOMNST  HRNILLL  HWBGHHBEDHEG OF606] MEUSHBLILILTLO6D
sreuIuGHern  umiseilly uevmSmeT  SeujHefllal  HMISGHBEHHEG ~ CFevey
MAULUSNGLD BHNiSH emeubaslul L  HevaiseT LHMIWD o fess CsmeaTeniuLTs
peveiseT 2 flu 2 flesreiaend@d CFaSHHIMNSDEG OUTHHSLOTET L 6UIQSHENHHM6T
ahUUENG OFwmuL GeusmTigui(hHbHemLo

QOaTLiy : ubd @ev. 8.9)

gommHuS  pmemibGpealer smsmaular  GOUILOul Lo dysryw  2emPuiy
Gzwevru HHWSHDEG gsTeus HBLLOWTEN gOULRHHSST 6TAIOD, DieleuTH)

JMLIL L9 (&b (& LOTUT6st G Qummitiy UTUIH S o 5HOWTHHHMT
SOEISTRILUSNGL DSHGU Qurpiurer o sACWTEHSFLOBHS DbHS BLLEHMS
e CRIEGIN b (O3 (CF: -1 EUMEIHE0H 6160 FBUBGEISM BT 60T

eurlidysrsmsamen QUOXIBHS BUF WTT slemad OHTLIUTS BTEIWLF FenL LOMHMILD
@evmEInE WHHW eumId eTeTUeT SYITUIHE UTTHS Ceuswi(BOwem  UflbHSIenTHem6r

BIfBoTE DWPeOLBSHS CouemiguilbbHmLo.

(OaTLiY : ukdh Rev. 6.7)
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10.

10.1

10.2

10.3

104

WS (hd O@metensd Geualuiliger 2.4 gpwp Wfleler \ysmyw BHW (WsTmLSHGHI6U
dflelest  Qrds  mevet alded 2 FF enaled auHL  euendulled  BTENMTHSHLD
BPwsHear  pHSLBsH — OHTGHEH  (WwasTmwwHGHeUD — QFUID  QuITmIiLEEseT
mawefdaliulgmbs  Curdaid, BHwWSHTEL eadjurjssiul’L oMW 2 _FF
Slenaled (pHeS(H QFUINULTRHBESHILST RbHSH Bamevenld &HeuaihHed Gameateniiul (b
2015  wompmdo 2016 sTeLUGHUTD  Seueumm  QFWMHULTeNOUIET  STTEILOTS
BHWSHNG OUDBFQUSTE S(HHH BWTWIOTET LSBT 2 MPLLSNE
WRWTHBHSH. ASST  STTEWIOTE  DBISHHMUTHEDSG o flosTealhhd 2 &
DIGMAT6OTET HEVSIBOT BLPHBLILLIYHHSHMD (Piga] GFuILlLBESSTIDS).

ool Gagweomu HHwD Fflwmenr (Wewpulsd (PHBTEMGHHIID QFUIWLILL TenLouest
STIEIOTHOD  HTHS  FHUHD  STOTARISMET  61(BHHMOUNDT ST EMILOTHALD
BHAWSHDEG goul(Beren uTSHsmer Blmeven QHTLuTs o flur Swmerd 61(HdHsH6e0
LoMMILD STLOIT 6311 60 61T Si(peouBHHW 2 SHBWTHHBH]TH6N QurmiiBuma
Gouswi(bOe (e GauiwiuGE ST

@rewiLmd  Hlewevsd  ghemzuler  Gursd  HeopBafl  Uemewipmlaet  elmuenedt
Qruwutu’ h  dev  HomsEps@GHeT Sbd HomBFfl  ewempmsCenr  @yewiLmLd
Blemevd Fhensulelmha Qsmerausiea] QFuiwiiul (heten 02 FhHTUURISaTEITEO 2 flul
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SPECIAL AUDIT REPORT ON THE PERFORMANCE
OF FUND MANAGEMENT OF THE EMPLOYEES’
PROVIDENT FUND FOR THE YEARS 2015 AND 2016
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1.

Executive Summary

The Employees’ Provident Fund has been initiated under Employees’ Provident Fund
Act, No.15 of 1958 with the motive of establishing a social insurance scheme for the
employees of Private and Semi-Government Service in Sri Lanka and the operations
thereof had been commenced on 30 May 1958. In terms of Section 4(1) and Section 5
of the said Act, the responsibilities of general administration of the Act and the
management and custody of funds respectively have been assigned to the
Commissioner of Labor and the Monetary Board of the Central Bank of Sri Lanka.
The number of active members of the Employees’ Provident Fund as at 31 December
2017 stood at 2.63 million while the total net worth of the Employees’ Provident Fund
as at that date amounted to Rs.2,066,299 million. Accordingly, it was subjected to
discussion in several instances during the preceding years that this Fund, which has
been created by the contributions of employees of Semi-Government and Private
Sector in Sri Lanka, has directly and indirectly been affected. As such, this matter was
widely questioned at the Committee on Public Enterprises held for the examination of
the controversial issuance of bonds carried out during February 2015 and March 2016
by the Central Bank of Sri Lanka and the Presidential Commission appointed there
for. This report was prepared for examining the performance of the fund management
of the Fund, focusing on the period in which decisions had been taken to suspend the
issuance of Treasury Bonds in Direct Placement by taking the aforesaid matters
identified at those instances as well into consideration. In the preparation of this
report, methodologies such as examination of documents related thereto, holding

discussions with relevant parties and analyzing the data obtained was followed.

It was observed that the quality of the Fund has been affected directly and indirectly
due to failure in carrying out the investment approval process, non-participation at
auctions despite the availability of adequate moneys for investments in the Fund and
re-purchase of the same bonds under low yield rates from the secondary market and
investment of money in companies running at a loss without a proper study by the
Employees’ Provident Fund. Accordingly, an impairment loss of Rs.1,300 million and
an actual loss of Rs.42.8 million had occurred by investing in 42 million shares and

the Fund had to incur an additional cost of Rs.316 million as a result of purchasing
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bonds from the secondary market instead of purchasing from the primary market.
Further, a loss of Rs.347 million had been incurred due to purchase of the same
Treasury Bonds from the secondary market within a few days of sale of Bonds at the
Secondary Market. Therefore, it is apparent that the Fund has been mismanaged and it
is clear that decisions required for selecting more productive and efficient sources of
investment are necessary in the reinvestment of moneys. Further, it is observed that
the financial and administrative functions of the Fund could be performed efficiently
by updating the Employees’ Provident Fund Act in an appropriate manner, taking
steps to enter into transactions relating to the Fund with transparency and expedite
implementing of recommendations given by the Commission on Bonds relating to the

Employees’ Provident Fund.

Background and Nature of the Report

The funds of the largest Fund controlled by the Government and owned by members,
with a total net worth amounting to Rs.2,066,299 million as at 31 December 2017, are
invested in investment sources such as Treasury Bonds, Treasury Bills, corporate
equities and corporate debentures and other instruments. Even though not a primary
dealer, the Employees’ Provident Fund is entitled to a special opportunity for carrying
out transactions of Treasury Bonds in the primary market and the Fund had operated
as a major dealer in the primary market as well as in the secondary market during
several preceding decades. Accordingly, the Employees’ Provident Fund had operated
as a dealer in the primary market and the secondary market in the years 2015 and
2016 as well. Matters pertaining to direct and indirect effect to the Employees’
Provident Fund through the aforesaid issuance of Bonds were presented at the
discussion of the Committee on Public Enterprises held for examining the process of
controversial issuance of Bonds by the Central Bank of Sri Lanka in February 2015
and March 2016 and at the inquiries held before the Presidential Commission
appointed therefor. The problematic situations occurred in investing in the primary
and secondary markets for purchase of Bonds by the Employees’ Provident Fund
therein were continuously subjected to discussions. This report has been prepared,
taking into consideration the above situations, to examine the performance of the fund

management of the Fund and specifically to examine the matters on the effect to the
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3.1

3.11

3.1.2

3.1.3

3.14

3.15

3.1.6

3.1.7

3.18

3.19

Employees’ Provident Fund as well by participating in investments including

purchase and sale of Treasury Bonds.

Accordingly, this report had been prepared by specially focusing on the period from
27 February 2015 during which the issue of Treasury Bonds in the Direct Placement
was suspended to the period of May 2016 in which the Employees’ Provident Fund
withdrew from Secondary Market transactions.

The Methodologies followed

This report has been prepared according to the following methodologies.

Examination of Documents

Employees’ Provident Fund Act, No.15 of 1958 and the amendments made thereafter
Monetary Law Act, No.58 of 1949 and amendments made thereto

Special Audit Report on the issue of Treasury Bonds by the Central Bank of Sri
Lanka during the period from February 2015 to May 2016 presented by the Auditor
General to the Committee on Public Enterprises

Report of the Presidential Commission appointed for the inquiry into the issuance of
Treasury Bonds during the period from 01 February 2015 to 31 March 2016

Decisions of the Monetary Board of the Central Bank of Sri Lanka
Decisions taken by the Investment Committee of the Employees’ Provident Fund

Treasury Bond Auction Participation Reports and accepted bid sheets relating to

issuance of Bonds

Information contained in Lanka secure Systems maintained by the Central Bank of Sri
Lanka

Information on Employees’ Provident Fund obtained from the Department of Labour

3.1.10 Annual Financial Statements of the Employees’ Provident Fund
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3.1.11 Investment Policy Statement and the Investment and Trading Guidelines of the

Employees’ Provident Fund

3.1.12 Daily Cash Flows of the Employees’ Provident Fund

3.2

Other Examinations

3.2.1 Holding discussions with the related parties

3.2.2 Presenting analyzed data obtained from related institutions

4.

4.1

4.2

4.3

5.1

Examination of the purchase of Treasury Bonds relating to the period from 27
February 2015 during which the issue of Treasury Bonds in the Direct Placement
was suspended to the period of May 2016 in which the Employees’ Provident Fund

withdrew from Secondary Market transactions

Examination of the productivity of investing the funds of the Employees’ Provident

Fund in various investments

Examination of the members’ claim on the benefits of the Employees’ Provident
Fund

Limit of Scope

Certain information relevant to investments relating to the period from the year 2013
to the year 2017 was requested from time to time from 05 June 2017 for the
preparation of this report and the Acting Superintendent of the Employees’ Provident
Fund had informed by the letter dated 22 March 2018(Annexure 01) that as access to
information on investments have been limited, a considerable period would be taken

to submit them.
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5.2

5.3

5.4

5.5

5.6

5.7

In entering secondary market transactions on Treasury Bonds, those transactions had
been entered through telephone conversations. Nevertheless, the Employees’
Provident Fund was not equipped with a dealing room including a security camera
system for examining recorded sound tapes and live scenes for examining the

transparency of those conversations.

Inability of computing the opportunity loss occurred to the Fund in instances of
submission of bids with high yield rates for primary auctions, non-submission of bids
for primary auctions despite availability of moneys and having to enter into
investments with low benefits such as Open Market Operations Standing Deposit
Facility (OMO SDF) due to limitation of investments by decisions of the Monetary
Board.

In the investment of moneys of the Employees’ Provident Fund, inability in precisely

confirming whether it had been adequately affected.

Limitations of audit in examination in depth of transactions of other primary dealers
of the Private Sector that enter into transactions with the Employees’ Provident

Fund.

In the purchase of Treasury Bonds by the Employees’ Provident Fund, it was stated
that the rates published daily in the Daily FT newspaper are used as Secondary
Market Yield Rates. However, the rates published in that newspaper have been
published on the information supplied by a competitive primary dealer in the same
field by the name Wealth Trust Securities. Even though those rates were used in
comparing the yield rates in the preparation of this report, confirmation on their

accuracy could not be obtained.
Unavailability of adequate legal provisions and resources with the Department in

carrying out a Forensic Audit to examine whether a financial misappropriation had

occurred in entering into financial transactions.
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6.1

6.1.1

6.1.2

Process

The Employees’ Provident Fund has been initiated under Employees’ Provident Fund
Act, No.15 of 1958 (Annexure 03) with the motive of establishing a social insurance
scheme(Annexure 02) for the employees of Private and Semi-Government Service in
Sri Lanka and the operations thereof had been commenced on 30 May 1958. In terms
of Section 4(1) of the said Act, the Commissioner of Labor shall be in charge of the
general administration of the Act and in terms of Section 5 of that Act, the
responsibilities of the management and custody of funds had been assigned to the
Monetary Board of the Central Bank of Sri Lanka.

Further, according to Section 2.1 of the Investment Policy Statement of the Fund,
(Annexure 04) the objective of the Monetary Board is to safeguard the Interest of the
members and according to Section 2.4 thereof, the responsibility of managing the
Investment Portfolio on day to day basis has been assigned to the Fund Management

Division of the fund so as to optimize the total rate of return.

Introducing the Investment Portfolio

In terms of Section 5(e) of the Employees’ Provident Fund Act, No.15 of 1958, the
Monetary Board has powers to invest such of the moneys of the Fund as are not
immediately required for the purposes of the Act in such securities as the Board may
consider fit and may sell such securities. Moreover, according to the Investment
Policy Statement of the Fund, medium term investment portfolio of the Fund is

expected as follows.
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Table 01 — Investment portfolio of the Fund

Investment Category Target Mix

Government Securities 80% - 96%

Equities 4% - 15%

o/ _ 50
Corporate Debt and other instruments 0% - 5%

Accordingly, the manner in which the surplus of the Fund had been invested as at 31

December 2017 in various sources of investment is shown below.

Table 02 — Investment of Surplus Funds of the Employees’ Provident Fund as at
31 December 2017

Source of Investment Investmentasat 31  As a Percentage of the
December 2017 Total Investment

""""""""""""""""""" RS MR %
i Treasury Bonds 1,748,785 87.8
il Treasury Bills 69,784 3.5
iii  Equities 84,313 4.2
iv  Corporate Debentures 38,744 1.9
v Trust Certificates 2,746 0.2
vi  Fixed Deposits 48,000 2.4
Tota 1,992,372 100

Investment approval Process

According to Section (ii) of the Investment and Trading Guidelines approved at the
meeting of the Monetary Board held in December 2011 (Annexure 05), the process of

approval for investment on Treasury Bonds and Treasury Bills is given below.
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6.2.1

6.2.2

6.2.3

6.2.4

6.3

6.3.1

In terms of Section 4.1.1, the Middle Office of the Fund Management Division makes
recommendations for investments to the Superintendent by evaluating the offers for
Treasury Bonds submitted by the Public Debt Department or market participants

determining the required yields.

In terms of Section 4.1.3, at the primary market investments, recommendations for
investments are made to the Superintendent of the Fund by the Front Office in
consultation with the Middle Office on the yield and the amount of treasury bonds to
bid at auctions or Direct Placements conducted by the Public Debt Department.
Subsequently, the Fund Management Division submits a report or makes a
presentation to the Investment Committee for ratification at the forthcoming

Investment Committee Meeting.

In terms of Section 4.1.4, at the Secondary Market investments, the Front Office
recommends to the Investment Committee with the consultation of the Middle Office
on the yield and the amount to be purchased from the Secondary Market. The Middle
Office shall also recommend to the Superintendent, the yield and the amount of
Treasury Bonds to be sold in the secondary market when return enhancement
opportunity arises due to fluctuations in the yield curve or when there is a request
from the Back Office regarding an urgent liquidity need.

In terms of second paragraph, the Middle Office at the time of seeking the approval

for the purchase of Treasury Bonds shall specify whether those Treasury Bonds are to
be purchased for the Investment Portfolio or the Trading Portfolio.

Investment of Moneys in the Primary and Secondary Markets

The purchase of Treasury Bonds in the Primary Market had decreased from 95 per
cent to 66 per cent by the Employees’ Provident Fund during the period from the
year 2008 to the year 2016 while the purchase of Treasury Bonds in the Secondary
Market had increased from 5 per cent to 34 per cent. Details appear in the following
Table.
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Table: 03 — Annual investment (Face Value) of Moneys of the Employees’
Provident Fund in Treasury Bonds since the year 2008

Primary Market Purchasing Asa Secondary Asa Total
Direct Purchasing Total Percentage of Marke.t Percentage Purchasing
Year Placements | by Auctions TOt?‘ll Purchasing of Totz?l of Treasury
Purchasing of Purchasing Bonds
(Rs.Mn) (Rs.Mn) Treasury of Treasury
(Rs.Mn) Bonds (Rs.Mn) Bonds (Rs.Mn)
(%) (%)
2008 196,634.0 5,350.0 201,984.0 95.20 10,184.5 4.80 212,168.5
2009 228,379.2 5,750.0 234,129.2 98.55 3,450.0 1.45 237,579.2
2010 190,642.5 18,766.7 209,409.2 97.92 4,450.0 2.08 213,859.2
2011 275,063.1 23,300.0 298,363.1 98.91 3,300.0 1.09 301,663.1
2012 320,769.2 45,831.8 366,601.0 99.88 450.0 0.12 367,051.0
2013 333,966.7 111,285.0 445,251.7 92.96 33,730.7 7.04 478,982.4
2014 223,572.8 12,000.0 235,572.8 84.28 43,933.1 15.72 279,505.9
2015 30,796.1* 186,588.3 217,384.4 74.19 75,631.0 25.81 293,0104
2016 - 123,836.0 123,836.0 65.50 65,150.4 34.50 188,986.4

*The Monetary Board had suspended Direct Placements of Treasury Bonds from 27 February

2015.
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6.4 Participation of the Employees’ Provident Fund at Auctions
The Central Bank of Sri Lanka had invited bids for 95 and 80 Treasury Bonds under
36 and 23 Primary Auctions in the years 2015 and 2016 respectively.
6.4.1  Acceptance of Bids submitted by the Employees’ Provident Fund by the Central
Bank of Sri Lanka
The following Table indicates that the acceptance of bids by the Central Bank of Sri
Lanka, which were submitted by the Employees’ Provident Fund to the Primary
Market for the period ranging from the year 2013 to the year 2016 had been reduced.
Table 04 - Accepted Value of Bids of the Employees’ Provident Fund out of
the Value accepted by the Central Bank of Sri Lanka
Year Amount Submission of  Acceptance  Acceptance of Bids Acceptance of Bids of
accepted at Bids by the of Bids of of the Fund as a the Fund as a
the Auction Fund the Fund Percentage of the Percentage of Bids
Amount accepted at  submitted by the Fund
the Auction
Rs .Mn Rs. Mn Rs. Mn % %
2013 201,199 120,500 113,275 56 94
2014 31,750 15,500 13,500 43 87
2015 708,332 276,500 185,083 26 67
2016 670,839 205,000 117,786 18 57
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Graph: 02
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6.4.2

Rejection of Bids submitted by the Employees’ Provident Fund

Quotations submitted under 35 and 45 biddings of Treasury Bonds in the years 2015
and 2016 respectively had been rejected and details thereon appear in the following
Tables.
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Table 05 — Instances of Rejection of Bids submitted by the Employees’ Provident

Fund at Primary Auctions in the year 2015

Date of Date of Period ISIN Amount |Accepted|weighted | cutoff Rejected [ Yeild |Yield rate | Difference
Auction Settlement of offered Value | average Yield Bids of |Rate for [ atthe between
Matuar yield rate| Rate |[the Fund | which |Secondary | theYield
ity (After (After Bids |Market % | Rate at the
(Yrs- Rs.Mn | Rs.Mn | Tax) Tax) Rs.Mn were * Secondary
Months % % placed Market
) by the and Yield
EPF Rate
% bidded by
the E.P.F.
26-Mar-2015 1-Apr-2015 8 5 LKB010231019| 20,000 | 20,100 9.7344(  9.8901 5,000 9.9000| 9.62-9.68 0.22
8 5| LKB010231019 7,000 9.9503 0.27
8 5| LKB010231019 3,000 9.9999 0.32
29-Apr-2015 5-May-2015 3 1| LKB00618F013| 10,000 | 15,205 7.9587 8.001 3,000 8.1503| 7.87-7.90 0.25
9 10| LKB01025C157( 10,000 4,500 8.9838 9.0503 2,000 9.5003| 8.90-8.95 0.55
9 10| LKB01025C157 3,000 9.6003 0.65
9_10| LKB01025C157 2,000 9.7002 0.75
5-May-2015 8-May-2015 2 9| LKB01518B013 5,000 [ Reject 2,000 8.1999 NA
12-May-2015 | 15-May-2015 4_2|LKB00619G019 5,000 6,500 | 8.1531 8.1999 2,000 8.4996 NA
6_3| LKB00821H019 5,000 [ Reject 2,000 8.8002 NA
6_3[LKB00821H019 3,000 8.9001
19-May-2015 | 22-May-2015 7_5| LKB00922J011 2,000 | Reject 2,000 8.7003 NA
9 10| LKB01025C157 2,000 3,290 | 9.0135 9.0503 4,000 9.1503 NA
28-May-2015 1-Jun-2015 8 3| LKB010231019 7,000 7,830 | 8.7786 8.8002 1,000 8.8497| 8.74-8.77 0.08
27-Jul-2015 3-Aug-2015 10 _0f{LKB01025H016| 15,000 Reject 3,000 | 10.0998 NA
10_0|LKB01025H016 10,000 [ 10.1502
10_0|LKB01025H016 2,000 [ 10.1997
10_0|LKB01025H016 1,000 | 10.2996
4-Aug-2015 7-Aug-2015| 10 _0[LKB01025H016| 10,000 | 14,340 | 9.6327 9.7002 4,000 9.9000 NA
10_0]LKB01025H016 1,000 9.9503
11-Aug-2015 | 18-Aug-2015| 10 _0|LKB01025H016 5,000 6,660 | 9.6687 9.7002 1,500 9.8000 9.55-9.65 0.15
25-Aug-2015 1-Sep-2015( 14 8| LKB01530E152| 12,500 | Reject 2,000 [ 10.4004 NA
14 8| LKB01530E152 10,000 [ 10.6002
14 8| LKB01530E152 3,000 | 10.7000
8-Sep-2015 11-Sep-2015 10 9| LKB01226F014 3,000 Reject 1,000 [ 10.8000 NA
8-Sep-2015 11-Sep-2015| 14 8| LKB01530E152 3,000 7,427 | 10.9575 [ 10.9998 1,000 | 11.0502 NA
28-Sep-2015 1-Oct-2015| 12 11| LKB015281017 4,000 3,660 | 11.0448 | 11.0997 2,000 [ 11.1996|10.90-11.00 0.20
28-Sep-2015 1-Oct-2015| 12 11| LKB015281017 1,000 | 11.3004 0.30
27-Nov-2015 4-Dec-2015 4_5| LKB00520E014 2,000 1,244 | 8.9082 8.9198 2,000 9.1503| 9.00-9.05 0.10
27-Nov-2015 4-Dec-2015 10 6| LKB01226F014 3,000 500 9.3500 9.3500 1,000 9.8000 NA
27-Nov-2015 4-Dec-2015 10_6] LKB01226F014 2,000 9.8496
23-Dec-2015 | 30-Dec-2015 9 _8|LKB01025H016 5,000 1,610 | 10.9395 | 11.0502 417 | 11.0502|10.40-10.90 0.15
23-Dec-2015 | 30-Dec-2015 9 8| LKB01025H016 1,000 | 11.1500 0.25
29-Dec-2015 | 31-Dec-2015| 12 9| LKB015281017 5,000 [ Reject 500 | 11.7000{10.90-11.50 0.20
29-Dec-2015 | 31-Dec-2015 12_9| LKB015281017 1,000 | 11.7504 0.25

*Yield rates of the secondary market, published in the Daily FT newspaper have

been used therefor.
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Table 06 — Instances of Rejection of Bids submitted by the Employees’ Provident

Fund at Primary Auctions in the year 2016

Date of Date of  |Period of ISIN Amount | Accepted |weighted | cutoff | Rejected | Yield | Yieldrate | Difference
Auction Settlement | Matuarit offered |Value average Yield | Bids of the | Rate for at the between
y (Years - yield rate | Rate [Fund which [ Secondary | theYeild
Months) (After (After Bids |Market % | Rate at the
Rs.Mn| Tax) Tax) Rs.Mn | \Were * Secondary
Rs.Mn % % placed Mgrket and
by the Yield Rate
EPF bided by the
% E.P.F.
28-Jan-2016 1-Feb-2016 29_1|LKB03045C013 5,000 Reject 2,000 [ 12.4002 NA
28-Jan-2016 1-Feb-2016 29_1|LKB03045C013 7,000 [ 12.5000
28-Jan-2016 1-Feb-2016 29_1|LKB03045C013 3,000 [ 12.6000
5-Feb-2016 12-Feb-2016 14 3|LKB01530E152 3,000 10,455 11.6640 | 11.7000 1,000 11.7504( 11.45-11.55 0.20
5-Feb-2016 12-Feb-2016 14_3|LKB01530E152 1,000 [ 11.7999 0.25
5-Feb-2016 12-Feb-2016 24 _11|LKB02541A016 5,000 10,250 12.1527 | 12.1797 1,000 12.2499| 11.75-12.10 0.15
5-Feb-2016 12-Feb-2016 24_11|LKB02541A016 2,000 12.3003 0.20
5-Feb-2016 12-Feb-2016 24_11|LKB02541A016 2,000 [ 12.3498 0.25
5-Feb-2016 12-Feb-2016 24 11| KB02541A016 3,000 | 12.4002 0.30
5-Feb-2016 12-Feb-2016 24 11|LKB02541A016 3,000 12.4497 0.35
10-Mar-2016 11-Mar-2016 7_10|LKB01024A014 2,000 Reject 500 | 12.2004( 12.05-12.25
10-Mar-2016 11-Mar-2016 7_10|LKB01024A014 1,500 [ 12.2499
24-Mar-2016 1-Apr-2016 5 6| LKB00721J157 5,000 Reject 500 12.7998 NA
24-Mar-2016 1-Apr-2016 5_6| LKB00721J157 1,500 12.8502
24-Mar-2016 1-Apr-2016 6_6[ LKB00922J011 5,000 Reject 500 [ 12.8997| 12.30-12.70 0.20
24-Mar-2016 1-Apr-2016 8 _11|LKB01025C157 5,000 Reject 500 | 13.1004 NA
24-Mar-2016 1-Apr-2016 8 11|LKB01025C157 500 13.1499
24-Mar-2016 1-Apr-2016 8 _11|LKB01025C157 500 | 13.2003
31-Mar-2016 1-Apr-2016 12 5| LKB015281017| 10,000 21,660 | 13.7196 [ 13.9896 500 [ 14.1003| 13.50-14.00 0.10
31-Mar-2016 1-Apr-2016 12_5| LKB015281017 1,500 14.1498 0.15
31-Mar-2016 1-Apr-2016 12_5| LKB015281017 500 14.2002 0.20
18-Apr-2016 20-Apr-2016 7_9[LKB01024A014 5,000 Reject 1,000 [ 12.2004| 12.00-12.20
18-Apr-2016 20-Apr-2016 7_9[LKB01024A014 4,000 | 12.2499 0.05
28-Apr-2016 3-May-2016 6_5| LKB00922J011 8,000 5,480 11.9817 | 12.0500 2,000 12.0996( 11.75-12.00 0.10
28-Apr-2016 3-May-2016 6_5[ LKB00922J011 2,000 [ 12.1500 0.15
28-Apr-2016 3-May-2016 6_5[ LKB00922J011 1,500 [ 12.2004 0.20
12-May-2016 16-May-2016 4_0|LKBO00520E014 5,000 7,001 11.7468 [ 11.7999 500 11.8503| 11.57-11.70 0.15
12-May-2016 16-May-2016 2_6[LKB00718K151 5,000 8,400 11.5146 [ 11.5803 500 11.6000( 11.35-11.50 0.10
12-May-2016 | 16-May-2016 6_5[ LKB00922J011 5,000 3,545 | 11.9772 | 11.9997 1,000 [ 12.0500| 11.70-11.90 0.15
19-May-2016 1-Jun-2016 7_7|LKB01024A014 12,500 2,601 [ 12.3983 | 12.5000 3,000 | 12.6000f 12.20-12.40 0.20
19-May-2016 1-Jun-2016 7_7|LKB01024A014 2,000 12.6504 0.25
26-May-2016 1-Jun-2016 10_0|LKB01226F014 8,000 8,100 | 12.9761 | 12.9897 1,000 [ 12.9996| 12.90-12.95 0.05
9-Jun-2016 15-Jun-2016 7_7|LKB01024A014 3,000 3,475 | 12.3642 | 12.4002 1,000 [ 12.4002) 12.30-12.35 0.05
9-Jun-2016 15-Jun-2016 10_0|LKB01226F014 2,000 2,271 12.5000 | 12.5397 1,000 12.5496( 12.42-12.50 0.05
9-Jun-2016 15-Jun-2016 10_0|LKB01226F014 1,000 [ 12.6000 0.10
27-Jun-2016 1-Jul-2016 4 5|LKB00520L159| 10,000 12,140 | 11.9268 [ 11.9997 1,000 [ 12.0500 NA
27-Jun-2016 1-Jul-2016 6_3| LKB00922J011 7,000 2,550 12.0276 | 12.1500 2,000 12.3003| 12.20-12.40
27-Jun-2016 1-Jul-2016 6_3| LKB00922J011 4,000 12.3498
27-Jun-2016 1-Jul-2016 6_3| LKB00922J011 1,000 [ 12.4002
27-Jun-2016 1-Jul-2016 2_10|LKB01019E016 7,000 1,800 [ 11.5470 | 11.7000 2,000 [ 11.7504 NA
27-Jun-2016 1-Jul-2016 2_10{LKB01019E016 2,000 11.7999
27-Jun-2016 1-Jul-2016 2_10|LKB01019E016 1,000 [ 11.8503
27-Jun-2016 1-Jul-2016 8 _7[LKB01025C157 6,000 7,422 | 12.6315| 12.6999 3,000 | 12.7503| 12.70-12.83
27-Jun-2016 1-Jul-2016 8_7[LKB01025C157 1,000 12.7998
30-Jun-2016 1-Jul-2016 8_12|LKB01025H016| 10,000 12,344 12.5522 | 12.6000 1,803 12.6000 NA

*Yield rates of the secondary market, published in the Daily FT newspaper have

been used therefor.

113




6.5

6.5.1

Questionable Transactions at the Primary Market

Quotations had been invited on 29 March 2016 for 04 bonds of Rs.10,000 million
each totaling Rs.40,000 million of different maturity periods by the Central Bank of
Sri Lanka. According to the daily Cash Flow Statement of the Fund, the surplus of the
Fund had been Rs.12,076 million as at 01 April 2016, the date of settlement of the
said auction. After allocating an adequate amount out of the said surplus for the
payment of benefits, administrative expenditure and for other expenses of the Fund,
the amount which can be invested, projected by the Fund had been Rs.8,800 million.
However, quotations had been submitted only for a face value of Rs.2,500 million at
the said auction. Details on submission of bids by the Employees’ Provident Fund for

those bonds and acceptance of those bids by the Central Bank appear in the following
table.

Table 07 — Participation of the Fund at the auction of Treasury Bonds held on

29 March 2016

ISIN

Amount | Weighted Total Total Employees’ Provident Fund

Offered Amount
of

accepted

Value of
Quotations
submitted

Average
Yield
Rate

Yield
Rate for
which

Value of
Bonds
Accepted

Value of
Quotations
submitted

Percentage of
Quotations submitted

(After
Tax)

Bonds Bids

submitted

(Face
Value)

(Face
Value)

As per the
Amount of
Bonds
offered

As per
the
Value of
Bonds
accepted

Rs.Mn % Rs.Mn Rs.Mn % Rs.Mn Rs.Min %

%

LKB00520E014

10,000 12.78 27,022 10,272 - - - -

LKB01025C157

10,000 13.80 36,915 21,475 13.35 1,000 1,000 10

4.66

LKB01226F014

10,000 13.93 32,560 17,010 13.45 500 500

2.94

LKB01530E152

10,000 14.23 45,925 28,975 13.65

13.70

1,000 10

} 1,000

3.45

Total

40,000 142,422 77,732 2,500 2,500
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6.5.2 Transaction entered on 31 March 2016

Bonds bearing 04 ISIN totaling Rs.25,000 million had been issued on 31 March 2016
and at the same time, the Fund had submitted bids only for a face value of Rs.2,500

million, bearing one ISIN. Details appear in the following Table.

Table 08 - Participation of the Fund at the auction of Treasury Bonds held on 31

March 2016
International Amount Total Amount Weighted Employees’ Provident Fund
Securities Offered Valueof | accepted Average
Identification bids Yield Rate Value of Accepted Yield Rate for
Number (ISIN) submitted (After Quotations Value which Bids
Tax) submitted submitted
Rs.Mn Rs.Mn Rs.Mn % Rs.Mn Rs.Mn %
LKB01518B013 5,000 21,254 9,000 11.75
LKB00619G019 5,000 15,025 5,000 11.75 Bids have not been submitted
LKB00821H019 5,000 24,175 14,350 13.00
LKB015281017 10,000 52,605 21,660 13.72 500 14.10
1,500 14.15
500 14.20
Total 25,000 113,059 50,010 2,500

6.6

6.6.1

Questionable Transactions at the Secondary Market

The Bond bearing ISIN LKB01530E152 purchased on 02 November 2015 at a yield
rate of 10.3 per cent from the Secondary Market had been sold at a yield rate of 10.28

per cent on 05 November 2015 to the Pan Asia Banking Corporation. Moreover,

Bonds with the face value of Rs.2,500 million had been purchased by the Fund at a

yield rate of 9.25 per cent from the Pan Asia Banking Corporation on the following

day, that is, 06 November 2015, from the Bond bearing the same number itself.

Further, Bonds valued at Rs.750 million had been repurchased from the Wealth Trust

Securities at a yield rate of 9.5 per cent from the Bond bearing the same number itself

on the same day and Bonds with the face value of Rs.350 million had been
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6.6.2

repurchased on 09 November 2015 at a yield rate of 9.25 per cent from the Perpetual

Treasuries Ltd from the Bond bearing the same number itself.

The Employees’ Provident Fund had purchased Bonds valued at Rs.10,000 million at
yield rates between 11.10 per cent and 11.20 per cent (After Tax) on 02 November
2015 from the Bond bearing ISIN LKBO2035C155 at the Primary Market. Out of
them, Bonds valued at Rs.600 million had been sold to the Pan Asia Banking
Corporation at a yield rate of 10.98 per cent on 05 November 2015. On the same day,
the Fund had purchased Bonds valued at Rs.1,000 million at a yield rate of 9.80 per

cent from the same Bond from the same Institute.

Details appear in the following table.

Table 09 — The loss occurred due to repurchase of Treasury Bonds within few

days after selling at the secondary market in the year 2015

Settlemept Date of Seller Buyer Yield Facevalue Rs. Purchasing Cost Qlean
Transactions Rate % Rs. Price Rs.
LKB01530E152
5-Nov-15 EPF PABC 10.28 1,000,000,000 1,053,641,000 105.36
5-Nov-15 EPF PABC 10.28 1,000,000,000 1,053,641,000 105.36
5-Nov-15 EPF PABC 10.28 550,000,000 579,502,550 105.36
5-Nov-15 EPF PABC 10.28 1,000,000,000 1,053,641,000 105.36
3,550,000,000 | 3,740,425,550
6-Nov-15 WTS EPF 9.5 750,000,000 837,617,250 111.68
6-Nov-15 PABC EPF 9.25 1,000,000,000 1,138,256,000 113.83
6-Nov-15 PABC EPF 9.25 1,000,000,000 1,138,256,000 113.83
6-Nov-15 PABC EPF 9.25 500,000,000 569,128,000 113.83
9-Nov-15 PTL EPF 9.25 350,000,000 398,382,950 113.82
3,600,000,000 | 4,081,640,200
3,550,000,000 | 4,024,717,250
Actual Loss (284,291,700)
LKB02035C155
5-Nov-15 EPF PABC 10.98 600,000,000 624,642,600 104.11
5-Nov-15 PABC EPF 9.8 1,000,000,000 1,145,978,000 114.60
600,000,000 687,600,000
Actual Loss (62,957,400)
Total Loss (347,249,100)
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6.7

6.7.1

6.7.2

6.7.3

6.7.4

Net Cash Inflows received by Perpetual Treasuries Ltd through Government

institutions including the Employees’ Provident Fund

“A Presidential Commission of Inquiry to Investigate and Inquire into the
Issuance of Treasury Bonds during the period from 01 February 2015 to 31 March
2016 had been appointed through the Gazette Extraordinary Notification N0.2003/41
dated 27 January 2017. (Annexure 06)

After all inquiries of the said Commission, the report thereon had been presented to
His Excellency the President on 30 December 2017. It had been stated under Chapter
32 — “Determination and Report on issues stated in the Mandate” (Page No0.880-910)
(Annexure 07) of the said report that the total net cash inflows received by the
Perpetual Treasuries Ltd. from transactions upon 07 Treasury Bonds (bearing the
following ISINLKB03045C013, LKB015281017, LKB02541A016, LKB01530E152,
LKB01226F014, LKB01025C157, LKB02035C155) amounted to Rs.11,145 million
and out of them net cash receipts amounting to Rs.8,530 million had been earned

through Government institutions including the Employees’ Provident Fund.

Further, it had been stated in the Report of the Commission that the said Company
had earned the said net cash receipts by using price sensitive information and market

manipulation.

The evidence revealed at the inquiry of the Commission had been based for deciding
whether the use of price sensitive information and market manipulation had been
carried out, and those evidence had been indicated in Chapter 23- “Perpetual
Treasuries Ltd’s profits and how they were made” (Page Nos. 814- 823) (Annexure
08) in detail.

The net cash inflows received by the Perpetual Treasuries Ltd through Government
institutions including the Employees’ Provident Fund as well, could not be computed
in audit due to following reasons. As such, figures computed and recorded under the

said report had been used for this report.
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6.7.4.1

6.7.4.2

6.7.5

Lanka Secure System operated by the Central Bank of Sri Lanka provides the
facilities of deposition and settlement of Government Securities of Primary and
Secondary Markets. Moreover, reports generated by Lanka Secure System relating to
the years 2014, 2015 and 2016 had been obtained by the audit and the following

problems were arisen in using that information.

Q) Unavailability of settlement amounts of Deliver/Receiver Free transactions
and Repositioning transactions which are the methods of entering into

transactions relating to Government Securities in the said system.

(i)  Even though the settlement amounts of Deliver/Receive versus Payment
transactions which is the other method of entering into transactions relating to
Government Securities were available in the said system, abnormal settlement

amounts were observed in certain transactions.

Details on settlement amounts of payments of transactions carried out are available
with primary dealers due to the said matters. However, most primary dealers are the
institutions of private sector and as such; there were limits for obtaining those details

to audit.

In terms of the recommendation 15 (Page N0.911-922) (Annexure 09) stated in
recommendations of Chapter 33 of the Report of the Presidential Commission, it had
been expected that the investigation which the Monetary Board and the Central Bank
of Sri Lanka is carrying out, will carefully examine the transactions entered into by
the Employees’ Provident Fund and identify whether a loss was caused to the
Employees’ Provident Fund and if so, identify the persons responsible and seek to
recover such loss from the persons responsible. Moreover, it was recommended that,
where appropriate, the Monetary Board and the Central Bank of Sri Lanka will
consider whether persons who are found to have committed any dishonest acts or who
have received inducements in return for entering into transactions on behalf of the

Employees’ Provident Fund should be prosecuted.
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6.8

6.8.1

6.8.2

6.8.3

6.9

6.9.1

Cash Management of the Fund and Investment in Reverse Repurchases

Moneys are collected daily to the Fund through maturity of investments, receipt of
interest income and receipt of contributions. Daily cash flow statements are prepared
relating to moneys so collected and the cash balance existing for investment is
decided by preparing projected cash flow statements of the Fund for the settlement
dates of transactions at auctions held for Treasury Bonds by the Central Bank of Sri
Lanka. In so deciding the balance, an amount is allocated for daily refund payments
and other administrative expenses. The projected cash balance is then decided and on
the recommendation of the Middle Office on the amount that can be invested, the
matter “refund payments” is reconsidered and the amount that can be invested is
recommended. As such, according to the projected cash flow statements prepared in
the year 2016, the cash balance and the amount of money recommended by the

Middle Office as the value that can be invested is shown in Annexure 10.

Accordingly, in consideration of the investments carried out in daily reverse
repurchases (Annexure 11 and 12) out of cash balances so estimated in the years 2015
and 2016 it was observed that reverse repurchases had been made within a range of
Rs.01 billion to Rs.28 billion.

According to the Monetary Board Decision No. 31.2(c) dated 17 October 2016
(Annexure 13), transactions of secondary market had been suspended and the Central
Bank of Sri Lanka had introduced a new methodology for conducting Treasury Bond
auctions only once per month from 27 July 2017.

Investment of moneys of the Employees’ Provident Fund in Equities

In terms of Section 5(e) of the Employees’ Provident Fund Act, No.15 of 1958, the
Monetary Board has powers to invest such of the moneys of the Fund as are not
immediately required for the purposes of the Act in such securities as the Board may
consider fit and may sell such securities. Accordingly, moneys of the Employees’

Provident Fund had been invested in 04 companies as follows.
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Table 10 — Investment of Equities from which no benefits were received from the

date of investment

Invested Company Year of Number of Invested Market Impairment
Investment shares Amount Value as at Loss
invested 31.12.2017
Rs. Mn Rs. Mn Rs. Mn

Sri Lankan Air Lines  July 2010 1,863,676 500.000 - 500.000
The Finance February 5,091,200 205.490 26.474 179.016
Company PLC 2011

Galadari Hotels May 2010 23,713,200 810.322 189.698 620.624

(Lanka) PLC

PC House April 2013 11,324,228 43.926 - -

6.9.2 Furthermore, the Fund had invested a sum of Rs. 5,000 million in the year 2013 for
the construction of the hotel complex of Canwil Holdings. It had been decided in
accordance with the agreement of shareholders (Annexure 14) signed on 04 June
2013, to list the shares of the said company with the share market by the end of the
year 2015.

6.10 Construction of the “Mehewara Piyasa” Building

According to the financial statements, the Employees’ Provident Fund had spent a
sum of Rs. 1,890.5 million as at 31 December 2014 on the construction of “Mehewara
Piyasa" building. The Ministry of Finance had agreed to reimburse the sum incurred
up to then in the wake of a legal issue that had arisen relating to the ownership of the

land where the building had been constructed. However, it was agreed later to
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reimburse only Rs. 1,852.4 million out of the sum spent (Annexure 15). The manner

in which the sums agreed had been settled is shown in the table below.

Table 11 - Annual reimbursements by the Ministry of Finance

Year Sum Reimbursed
Rs. Million
2015 370.0
2016 1,093.4
2017 50.0
Total 15134
6.11 Payment of Benefits to the Members of the Employees’ Provident Fund

6.11.1 The percentages of interest paid during 2009-2017 as benefits relating to the

contributions of the members are shown in the table given below.

Table 12 - Percentages of Benefits Paid to the Members since the Year 2009

Year Rate of Interest
___________________ %
2009 13.75
2010 12.50
2011 11.50
2012 11.50
2013 11.00
2014 10.50
2015 10.50
2016 10.50
2017 10.50
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6.11.2

6.12

6.12.1

6.12.2

Accordingly, the rate of benefits paid in the year 2009 at 13.75 per cent had gradually
diminished to 10.5 per cent by the year 2014. It was observed that during the period
2015-2017, the said rate had been maintained unchanged.

Cost per Employee

Cost per Employee of the Staff in the Employees’ Provident Fund Division of the
Central Bank of Sri Lanka

The cost per employee of the staff in Employees’ Provident Fund Division of the
Central Bank of Sri Lanka is shown below with respect to the years 2016 and 2017.

Table 13 — Cost per employee of the Staff of the Employees’ Provident Fund
Division of the Central Bank of Sri Lanka

Description Year 2017 Year 2016
Cost on Salaries (Rs. ‘000) 459,475 477,974
Actual Cadre 176 184
Cost per Employee (Rs. ‘000) 2,611 2,598

Cost per Employee of the Staff in the Employees’ Provident Fund Division of the

Department of Labor

The cost per employee of the staff in Employees’ Provident Fund Division of the

Department of Labor is shown below with respect to the years 2016 and 2017.
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Table 14 — Cost per employee of the Staff of the Employees’ Provident Fund

Division of the Department of Labor

Description Year 2017  Year 2016

Cost on Salaries (Rs. ‘000) 387,855 383,175

Actual Cadre 805 812

Cost per Employee (Rs. ‘000) 482 472
6.12.3 Comparison of the Cost per Employee

Table 15 : The comparison of costs per employee shown in the Paragraph 6.12.1
and 6.12.2 above

Description Year Year
2017 2016
Cost per employee of the Staff of the Employees’ 2,611 2,598

Provident Fund Division of the Central Bank of Sri
Lanka (Rs. ‘000)

Cost per employee of the Staff of the Employees’ 482 472
Provident Fund Division of the Department of
Labour (Rs. ‘000)

Cost per employee of the Central Bank of Sri Lanka 2,129 2,126
in excess of the cost per employee of the Department
of Labour (Rs. <000)

Excess cost incurred on the staff of the Central Bank 374,704 391,184
of Sri Lanka (Rs. ‘000)
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7.1

7.2

7.2.1

7.2.2

7.2.3

Observations

Due to lack of representation of the owners of the Fund in the administration of the
Employees’ Provident Fund comprising the moneys of the public amounting to
Rs.2,066,299 million, it was observed that the administration thereof was not taking
place properly. Furthermore, as the administration of the Fund had been done by the
Department of Labor and the Central Bank of Sri Lanka, instances were observed in
which the decisions to be taken on behalf of the members had not been taken by both

parties.

Investment approval Process

The procedure in determination of Treasury bond yield rates for the submission of
bids at primary auctions is not stipulated in the Investment and Trading Guidelines.
When examining the letters with recommendations submitted by the Front Office in
consultation with the Middle Office, it was observed that, the weighted average yield
rate determined at the auction held immediately prior for the bonds of similar nature
and the average yield rates of the secondary market had been taken into consideration
in deciding the yield rates. Nevertheless, a logical basis as to how the yield rates
recommended for the submission of bids had been arrived at was not verified by

means of documentary evidence.

It was revealed that the secondary market yield rates of the Treasury bonds published
in the newspaper “Daily FT” had mainly been used as the average secondary market
yield rates. However, it was observed that the yield rates published in “Daily FT” had
been based on information provided by a competitive primary dealer- Wealth Trust
Securities. It was further observed that determining the yield rate of the secondary
market based on information provided by a certain primary dealer had given rise to
conflict of interest and hence the accuracy of those yield rates was problematic.

When making recommendations to purchase Treasury Bonds at primary auctions
indicating the value and vyield rates, it was observed that the letters containing

recommendations furnished by the Front Office in consultation with the Middle
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7124

7.2.5

7.2.6

7.2.7

Office had not specifically mentioned as to whether those bonds would be bought for

investment portfolio or trading portfolio.

In accordance with the Investment and Trading Guidelines, when investments are
made at the secondary market, the Front Office in consultation with the Middle Office
should submit its recommendations to the Investment Committee indicating the yield
and the amount of government securities to be purchased from the secondary market.
However, it was observed that, without such a recommendation, the Chief Dealer
attached to the Front Office had taken relevant decisions in purchasing government
securities from the secondary market and subsequently forwarded to the
Superintendent of the Fund for approval as well as for the Investment Committee for

ratification.

In terms of the Investment and Trading guidelines, the Middle Office shall
recommend to superintendent the yield and the amount of the Treasury Bonds to be
sold in the secondary market when return enhancement opportunity arises due to
fluctuations in the yield curve or when there is a request from the Back Office
regarding an urgent liquidity need. However, it was observed that without such a
recommendation the Chief Dealer having taken decisions as mentioned above had

performed transactions.

As mentioned in the above paragraphs, it was observed that the transactions of the
secondary market had been performed by the Chief Dealer based on his decisions and
subsequently obtained the approval of the Superintendent of the Fund. It was further
observed that the Chief Dealer had been given the freedom to perform transactions at
the secondary market whilst the relevant transactions had been approved on the
confidence with the Chief Dealer.

The activities that follow the transactions performed by the Chief Dealer include:
examination and monthly evaluation by the Investment Risk Management Division,
approval by the Superintendent of the Fund and ratification by the Investment
Committee and the Monetary Board. However, it was observed that internal controls
such as, continuous evaluation and supervision of those transactions thereby taking
action properly relating to the observations made thereon, setting counterparty limits

and loss limits, recording the telephone conversations taken place in the dealing room
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7.3

7.4

74.1

during the period considered and installation of a CCTV system had not been
established.

Investment of moneys in the Primary and Secondary Markets

An increased trend relating to the period 2013-2016 was observed with the
Employees’ Provident Fund in purchasing bonds that had been purchased by other
primary dealers through the secondary market as an alternative to buying Treasury
bonds from the primary market. The decrease in the transactions at the primary
market since the year 2015 and the increase in the transactions at the secondary
market in parallel therewith had mainly been attributed by the suspension of issuing

Treasury bonds through direct placements with effect from 27 February 2015.

Participation of the Employees’ Provident Fund at Auctions

The Central Bank of Sri Lanka had conducted 36 primary auctions in the year 2015 to
issue 95 Treasury bonds. However, irrespective of the availability of excess funds in
accordance with the daily cash flow statements of the Fund, the Employees’ Provident
Fund had not participated in 9 of those auctions (20 Treasury bonds). Particulars are

given below.
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7.4.2

7421

Table 16 — The instances wherein the Employees’ Provident Fund had not

submitted bids of any value relating to the auctions held in the year

2015
Date of Date of ISIN Date of Amount Total Range of Yield Cash
Auction Settlement Maturity |offered Value of |Accepted Rates Accepted Balance
Bids Value (After Tax) % Available for
Received Investment
as per Daily
Cash Flow
Statements
Rs.Mn Rs.Mn
Rs.Mn Rs.Mn
LKB010231019 10,000 27,890 14,462 19.25%-10.0998%
} *3,654
LKBO0618F013 10,000 34,343 22,943 | 8.2503%-9%
LKB0O0821H019 7,000 21,206 7,858 | 9.1998%-9.7002%
2,556
LKB006191155 7,000 24,763 9,846 | 8.9001%-9.2502
LKB00619G019 5,000 26,800 Canceled 3,024
LKBO0618F013 3,000 21,860 4,560 | 8.0982%-8.2296% 2,667
LKB00922G017 |2022.07.01 3,000 21,585 -
2015.06.09 [2015.06.15 |LKBO0520E014 [2020.05.01 9,000 27,350 16,500 | 7.9002%-8.1999% *7 2918
LKB00922J011 |2022.10.01 9,000 30,100 16,100 | 8.3997%-8.6499%
LKB01025C157 [2025.03.15 9,000 27,330 Canceled
2015.06.23 [2015.06.26 LKBO0517F157 [2017.06.15 1,000 6,100 1,500 | 6.6996%-6.7050% } 4,8434#
LKBO0718K151 [2018.11.15 1,000 6,100 1,500 | 7.1802%-7.1820%
2015.07.02 |2015.07.03 LKB0O0520E014 [2020.05.01 5,000 8,700 1,000 | 8.1999%-8.1999% } 10,6514
LKB00922J011 |2022.10.01 5,000 9,250 1,000 | 8.5698%-8.5698%
2015.10.30 |2015.11.02 |LKBO0520E014 |2020.05.01 3,000 30,473 3,669 | 8.9496%-9.0198%
LKB01024A014 |2024.01.01 3,000 13,735 Canceled } *10,5264##
LKBO1530E152 [2030.05.15 3,000 28,060 6,700 | 10.1070%-10.4004%
2015.12.18 [2015.12.23 LKB00520L159 [2020.12.15 3,000 10,050 1,300 | 9.3996%-9.6498%
LKBO1530E152 ]2030.05.15 3,000 10,010 2,860 | 10.4796%-11.3948% } 3,299
LKB02035C155 |2035.03.15 6,000 15,430 2,930 | 11.1951%-11.6%

* After allocation of funds for the Treasury bonds accepted in the auctions held

previously.

## Treasury bonds had been purchased from the secondary market.

In 02 instances, the Fund having refrained from submitting bids at the primary auction
had purchased the same bonds at the secondary market within few days. Particulars

are given below.

Bids had been invited by the Central Bank of Sri Lanka on 30 October 2015 for 03
bonds with different periods of maturity, and the Fund had not submitted bids for any
bond whatsoever. However, of the said bonds, the bond with the ISIN
LKB01530E152 to be matured in the year 2030 had been purchased at the value of
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Rs. 3,550 million under the yield rate of 10.3 per cent (after tax) from Pan Asia
Banking Corporation at the secondary market on 02 November 2015, the settlement
date of the auction. It was observed that the Pan Asia Banking Corporation had
purchased the said bonds from the aforementioned auction under the yield rate of 10.3

—10.4 per cent (after tax). Particulars are given below.

Table 17 — The Fund purchasing bonds at the secondary market for which no
bids had been submitted at the auctions, on the settlement date of

that auction — 2015

Date of ISIN Period of Amount Accepted | Settleme | Yield Rate Date of Counter Face Yield
Auction Maturity offered Value nt Date (After Purchase Party Value Rate
Tax) from the
(Yrs— Rs. Mn Rs. Mn Secondary Rs. Mn %
Months) % Market
30 Oct | LKB0O1530E | 14-6 3,000 3,669 | 2 Nov | 10.107 — | 2 Nov 2015 | PABC 1,000 | 10,30
2015 152 2015 104
2 Nov 2015 | PABC 1,000 | 10,30
2 Nov 2015 | PABC 1,000 | 10,30
2 Nov 2015 | PABC 550 | 10.30
3,550
7.4.2.2 The Central Bank of Sri Lanka had invited for bids on 28 January 2016 in respect of

04 bonds with varying periods of maturity. The Employees’ Provident Fund had not
submitted bids for the bond (ISIN: LKBO1530E152) to be matured in the year 2030.
Nevertheless, on 03 February 2016, two days after the settlement date of the auction
the bond with the face value totaling Rs. 5,150 million had been purchased from the
secondary market dealers - Pan Asia Bank and DFCC Bank. Those bonds had been
purchased under a yield rate of 11.10 per cent which had been less than the average
after tax yield rate of the primary market, being 11.53 per cent. Particulars are given

below.
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Table 18 - The Fund purchasing bonds from the secondary market for which no

bids had been submitted at the auctions, within 3 days from the

settlement date of that auction — 2016

Date of ISIN Period | Amount | Accepted Date of Yield Date of Counter Face | Yield
Auction of offered Value Settlement | Rate Purchase Party Value | Rate
Maturity Rs. Rs. (After | from the Rs. %
(Yrs— Million Million Tax) | Secondary Million
Month) % Market
28Jan 16 | LKBO01530E152 | 14-3 5,000 15,650 1Feb 2016 | 11.53 | 2Feb 2016 | DFCC 750 | 11.10
2 Feb 2016 | DFCC 750 | 11.10
2 Feb 2016 | DFCC 750 | 11.10
2 Feb 2016 | DFCC 750 | 11.10
2 Feb 2016 | PABC 650 | 11.10
2 Feb 2016 | DFCC 750 | 11.10
2 Feb 2016 | DFCC 750 | 11.10
Total 5,150
7.4.3 The Central Bank of Sri Lanka had invited for bids on 27 January 2015 in respect of

03 bonds with varying periods of maturity. Bids valued at Rs. 7,000 million had been
submitted by the fund at an average price of Rs. 108.54 for the bond with ISIN Code
- LKBO2035C155 (the value offered amounted to Rs. 7,000 million) and all those

bids had been accepted (the total value accepted at the auction amounted to Rs.18,850

million). Rs. 7,400 million valued bonds had been purchased at the secondary market

on the settlement date of the auction - 04 December 2015 from the same bond by

setting an average cost of Rs. 112.81 per bond. If bids had been submitted for

purchasing the said number of bonds from the auction, a cost of approximately

Rs.315.98 million could have been saved. Particulars are given in the following table.
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Table 19 — Cost incurred additionally due to failure in purchasing at the auction

Date of Seller Buyer Face Value Cost of Purchase | Yield Rate | Cost per
Settlement Bond
(After Tax) Rs.
Rs. Rs. %

4-Dec-15 Auction EPF 3,000,000,000 3,244,905,000 10.50 108.16

3,000,000,000 3,244,905,000 | Average cost 108.16
4-Dec-15 FCT EPF 300,000,000 335,258,100 10.10 111.75
4-Dec-15 FCT EPF 350,000,000 394,379,300 10.00 112.68
4-Dec-15 PABC EPF 300,000,000 335,258,100 10.10 111.75
4-Dec-15 PABC EPF 100,000,000 113,147,900 9.95 113.15
4-Dec-15 PABC EPF 200,000,000 225,359,600 10.00 112.68
4-Dec-15 PABC EPF 300,000,000 340,857,300 9.90 113.62
4-Dec-15 PABC EPF 900,000,000 1,022,571,900 9.90 113.62
4-Dec-15 PTL EPF 1,000,000,000 1,117,527,000 10.10 111.75
4-Dec-15 PTL EPF 1,000,000,000 1,117,527,000 10.10 111.75
4-Dec-15 PTL EPF 1,050,000,000 1,193,000,550 9.90 113.62
4-Dec-15 PTL EPF 1,000,000,000 1,136,191,000 9.90 113.62
4-Dec-15 WTS EPF 200,000,000 223,505,400 10.10 111.75
4-Dec-15 ACS EPF 100,000,000 113,619,100 9.90 113.62
4-Dec-15 ACS EPF 100,000,000 113,619,100 9.90 113.62
4-Dec-15 Seylan Bank  |EPF 100,000,000 113,619,100 9.90 113.62
4-Dec-15 Seylan Bank EPF 50,000,000 56,573,950 9.95 113.15
4-Dec-15 Seylan Bank ~ |EPF 50,000,000 56,339,900 10.00 112.68
4-Dec-15 FCT EPF 50,000,000 56,573,950 9.95 113.15
4-Dec-15 FCT EPF 50,000,000 56,339,900 10.00 112.68
4-Dec-15 FCT EPF 50,000,000 56,999,150 9.86 114.00
4-Dec-15 NWS EPF 50,000,000 56,573,950 9.95 113.15
4-Dec-15 NWS EPF 50,000,000 56,339,900 10.00 112.68
4-Dec-15 NWS EPF 50,000,000 56,809,550 9.90 113.62

7,400,000,000 8,347,990,700 | Average cost 112.81

Reduceable cost 315,980,000

7.4.4 Bids are not always accepted only up to the value offered at an auction, and the value

to be accepted is decided by the tender board of the Central Bank for purchasing

bonds based on the bids submitted. It was observed that there were instances in which

bonds had been accepted up to 10 times the value offered at the auctions in the past.

As such, it was further observed that the funds invested in Treasury bonds by the

Employees’ Provident Fund as at 04 December 2015 could have been utilized to

submit bids at the auction in respect of the said bond.
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7.5

7.6

7.6.1

7.6.2

7.6.3

Acceptance of bids submitted by the Employees’ Provident Fund by the Central
Bank of Sri Lanka

With respect to the bid value accepted by the Central Bank of Sri Lanka in terms of
Paragraph 6.4.1 above, it was observed that the accepted bid value of the Employees’
Provident Fund had dropped by 38 per cent by the year 2016 as against the year 2013.
Moreover, the Central Bank of Sri Lanka had accepted 94 per cent of the value of bids
submitted by the Employees’ Provident Fund in the year 2013; however, it was
observed that the said percentage had considerably dropped to 57 per cent by the year
2016.

Rejection of bids submitted by the Employees’ Provident Fund

In accordance with the information provided in 6.4.2 above, it was observed that, the
submission of higher yield rates than weighted average yield rates by the Employees’
Provident Fund at primary auctions was mainly attributable to the rejection of bids
submitted by the Fund at primary auctions.

As for the instances in which bids had been rejected in the years 2015 and 2016, the
yield rates submitted by the Employees’ Provident Fund with respect to 16 and 24
instances of bids submitted for the Treasury bonds in the years 2015 and 2016
respectively, had been higher than the yield rates (published in Daily FT) prevailed on
the date of auction at the secondary market in respect of the bonds with same periods
of maturity. It was observed in accordance with the Tables 05 and 06 above that the
yield rates submitted by the Employees’ Provident Fund for those bonds had been
higher than the yield rates of the secondary market by 5-75 basis points.

The Central Bank of Sri Lanka had conducted an auction for a value of Rs. 10,000
million on 05 February 2016 in respect of 03 bonds with varying periods of maturity
and the settlement date of the payments thereof was 12 February 2016. At the said
auction, the Employees’ Provident Fund had submitted bids valued at Rs. 13,000
million under 02 ISIN Codes. Due to the fact that bids had been submitted under
higher yield rates of 11.75 — 12.45 per cent (after tax), those bids had been rejected.
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However, the bonds bearing the same ISIN with the face value of Rs. 7,200 million

had been purchased from 06 other primary dealers at the secondary market under the

yield rates of 11.35 — 11.55 per cent on the date of settlement and 3 days thereafter on

15 February. As for 91 per cent therefrom, the primary dealers — DFCC and Pan Asia

Bank Corporation that had been involved in the bond transaction in question with the

Perpetual Treasuries had purchased 76 per cent and 15 per cent respectively.

Particulars are given in the following Table.

Table 20 — Instances in which the bonds with same ISIN had been purchased by

the Fund at the secondary market within a period of 3 days from the

settlement date of the auction in the wake of bids rejected due to

submission of higher yield rates

Date of ISIN Period Yield Rate Settlement Date of Counter Party | Face Value | Purchased
Auction of at Which Date of the Purchase Yield Rate
Maturit the Fund primary from the Rs. Million %
y had Market Secondary
(Years - Submitted Market
Months) | Bids to the
Primary
Market%
05 Feb LKB02541 | 24 11 12.25- 12-Feb- 12-Eeb-2016 | WTS 150 11.55
16 A016 12.45 2016 12-Feb-2016 | DFCC Bank 750 11.54
12-Feb-2016 | DFCC Bank 750 11.54
12-Feb-2016 | DFCC Bank 750 11.54
12-Feb-2016 | DFCC Bank 750 11.54
12-Feb-2016 | DFCC Bank 250 11.54
12-Feb-2016 | Seylan Bank 50 11.54
12-Feb-2016 | PABC 800 11.55
15-Feb-2016 | DFCC Bank 750 11.55
15-Feb-2016 | DFCC Bank 500 11.55
15-Feb-2016 | DFCC Bank 500 11.55
15-Feb-2016 | DFCC Bank 500 11.55
05Feb | LKB01530 | 14 3 11.75- 12-Feb- 15-Feb-2016 | PABC 50 11.35
16 E152 11.80 2016 15-Feb-2016 | PTL 250 11.35
15-Feb-2016 | PABC 200 11.35
15-Feb-2016 | WTS 100 11.35
15-Feb-2016 | First Capital 100 11.35
Total 7,200
DFCC 5,500 76%
PABC 1,050 14.58%
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7.7

7.7.1

7.7.1.1

7.7.1.2

Questionable Transactions at the Primary Market

Of the cash balance amounting to Rs. 8,800 million projected to be invested as at 01
April 2016, the date of purchasing bonds following recommendation of the Middle
Office of the Fund Management Division as mentioned in 6.5.1 above, a sum of Rs.
4,000 million had been recommended to be utilized on the said bond issue. However,
as only a sum of Rs. 2,173 million (with a face value of Rs. 2,500 million) had been
invested therefrom, the Fund had actually invested about 50 per cent of the

recommended cash balance in the said bond issue.

Despite the possibility of purchasing bonds at the primary market under higher yield
rates, only a sum of Rs. 2,173 million had been utilized on the said bond issue whilst
the balance of Rs. 9,903 million (12,076-2,173) had been invested in reverse
repurchase agreements and standing deposit facilities under interest rates as low as 6.5
per cent to 8 per cent. The highest percentage of the said reverse repurchase
agreements, being 61 per cent, had been invested in the Perpetual Treasuries Ltd, the
company in question with respect to the bond issue at present. Particulars are given in

the following Table.

Table 21 — The value of Investments in the reverse repurchase agreements and

standing deposit facilities on 01 April 2016

Selling Party Investment Interest Rate
Rs. Mn %
Pan Asia Bank Corporation 2,000 7.95
Capital Alliance 500 7.98
First Capital 1,000 8.00
Perpetual Treasuries 6,000 8.00
OMO - SDF 403 6.50
9,903
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7.7.1.3

7.7.1.4

Furthermore, after 01 April 2016, the moneys invested in the reverse repurchase
agreements during the period from 04 April 2016 to 12 April 2016 had repeatedly
been invested in the reverse repurchase agreements after reaching daily maturity.

But, the same Treasury bonds had been purchased at the secondary market during the
period of 12 - 25 April 2016 under a low vyield rate. Despite the possibility of
purchasing from the bond bearing ISIN code — LKB01530E152 at the primary market
under a yield rate of 13.65 per cent — 13.70 per cent (after tax), only a small amount
had been purchased therefrom, and bonds with the face value of Rs. 7,050 million had
been purchased from the secondary market under a yield rate of 12.42 per cent — 12.5
per cent which had been lower than that of the primary market. 57 per cent and 43 per
cent of those purchases had been made from the DFCC Bank, and the Pan Asia Bank
Corporation respectively. As for the bond bearing the ISIN code — LKB01226F014,
bonds with the face value of Rs. 100 million had been purchased from the secondary
market under the yield rate of 12.2 per cent which had been lower than that of the
primary market, being 13.45 per cent (after tax). Particulars are given in the

following Table.

Table 22 — Investments at the secondary market relating to the period 12 — 25

April 2016
Date of ISIN Code Coupon Yield Counter | Face Value Cost of
Purchase Rate Rate Party Rs. Purchase
% % Rs.

12.04.2016 | LKB01530E152 11.00 12.42 | PABC 500,000,000 | 453,176,000
12.42 | DFCC 50,000,000 45,317,600

18.04.2016 | LKB01530E152 11.00 12.45 | PABC 500,000,000 | 452,301,000

20.04.2016 | LKB01530E152 11.00 12.42 | DFCC 500,000,000 | 453,228,500
12.42 | DFCC 500,000,000 | 453,228,500
12.42 | DFCC 500,000,000 | 453,228,500
12.42 | DFCC 500,000,000 | 453,228,500
1250 | PABC 1,000,000,000 | 901,596,000
12.45 | DFCC 500,000,000 | 452,314,500
12.45 | DFCC 500,000,000 | 452,314,500

25.04.2016 | LKB01530E152 11.00 1250 | DFCC 250,000,000 | 225,416,750
1250 | DFCC 750,000,000 | 676,250,250
1250 | PABC 1,000,000,000 | 901,667,000

Total 7,050,000,000 | 6,373,267,600

DFCC 57 % 4,050,000,000
PABC 43 % 3,000,000,000
14.04.2016 | LKB01226F014 | 11.00 | 12.20 PABC 100,000,000 93,101,100
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7.7.2

7.7.2.1

7.7.2.2

7.8

7.8.1

7.8.2

7.8.3

Transaction entered on 31 March 2016

As bids had been submitted with yield rates of 14.10 per cent — 14.20 per cent
exceeding the weighted average yield rate of 13.72 per cent (after tax) determined at
the auction for the aforesaid bond bearing ISIN Code of LKB015281017 as
mentioned in 6.5.2 above, it was observed that all the bids submitted by the
Employees’ Provident Fund had been rejected. It was observed that the yield rate of
the secondary market had ranged between 13.50 per cent — 14 per cent (as per Daily
FT newspaper) on the date of auction that had been held for the said bond. As such, it
was revealed that the Fund had been deprived of possible long-term benefits as bids
had been submitted in the said bond issue without carrying out a proper market

analysis.

Bonds had been purchased at Rs. 1,000 million at the secondary market on 11 April
2016 under the yield rate of 12.40 per cent which had been lower than that of the
primary market, from the bond with ISIN Code — LKB015281017 for which bids had
been rejected at the said bond issue as the bids had been submitted with higher yield

rates.

Questionable Transactions at the Secondary Market

As mentioned in Paragraph 6.6.1 above, as the bonds purchased at the yield rate of
10.3 per cent had been sold under the yield rate of 10.28 per cent and then again
purchased under the yield rate of 9.25 per cent — 9.5 per cent on the following day, the
Fund had sustained a loss of Rs. 284 million.

As the bond bearing ISIN Code LKB02035C155 had been sold at the secondary
market as mentioned in Paragraph 6.6.2 above and purchased on the same day from

the same institution again, the Fund had sustained a loss of Rs. 63 million.

The Fund had extensively sold bonds during June and November 2015 and January
and April 2016. It was revealed that, through the secondary market, the proceeds
therefrom had mainly been utilized to purchase Treasury Bonds from the Perpetual
Treasuries Limited and from 2 other institutions by which matters were revealed at

the Bond Commission linking those institutions to the bond transaction in question.
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Furthermore, out of the bonds sold, 82 per cent to 100 per cent was observed to have

been the ones from the bonds classified as held to maturity.

Table 23 — Investment of funds received from the sale of Treasury bonds, in the

secondary market

Month Face Value of Face Value of the Percentage
the Bonds Sold Bonds Purchased Purchased from
from the Secondary PTL, DFCC and
Market PABC

Rs. Million Rs. Million %
June 2015 11,200 14,413 55
November 2015 41,975 45,145 82
January 2016 33,500 29,400 45
April 2016 10,150 8,150 100

7.8.4 Nevertheless, the examination conducted on the participation in transactions at the

7.9

primary market relating to June and November 2015 and January and April 2016
revealed that no bids had been submitted in 02 instances in June 2015. It was
observed that the value of bonds purchased from the primary market in November
2015 and January and April 2016 had been lower than the value of bonds purchased

from the secondary market.

The Net Cash Inflows received by the Perpetual Treasuries Ltd through
Government institutions including Employees’ Provident Fund

According to the report of the Commission on Treasury bonds mentioned in
Paragraph 6.7.1, it was stated that the total net cash inflows received from transactions
upon 07 bonds amounted to Rs. 11,145 million and out of them, net cash receipts of
Rs.8,530 million had been earned through Government institutions including the

Employees’ Provident Fund.
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7.10

7.10.1

7.10.2

7.10.3

7.10.4

7.11

7.11.1

7.11.2

7.11.3

Cash Management of the Fund and Investment in the Reverse Repurchases

It was observed that a scientific methodology suitable for the management of funds
being accumulated daily in the Employees’ Provident Fund had not been followed.

Furthermore, the excess funds of the Fund had been invested in the reverse
repurchases yielding low benefits without considering the alternative investment
opportunities with higher benefits. As such, it was observed that the investment

portfolio of the Fund had not been managed optimally.

It was also observed that the Fund had not brought its attention on the local and
foreign long-term investment opportunities for investing the excess funds of the Fund
by identifying the likely risks in the future.

As mentioned in Paragraph 6.8.3 above, a new methodology had been introduced for
conducting auctions for Treasury bonds only once per month. It was observed that
investing the excess funds of the Fund would be questionable in the event of bids of
the Fund being rejected at the said monthly auction or the offers of the auction was
lower than the excess funds of the Fund.

Investment of moneys of the Employees’ Provident Fund in Equities

An impairment loss as at 31 December 2017 amounted to Rs. 1,300 million had
occurred by investing in 03 companies as mentioned in Table 10 above and Sri
Lankan Airlines and The Finance Company out of the said companies had already

been sustaining losses at the time of being invested in.

The Fund had not received benefits since investments had been made in the PC House
Company. As those shares had been sold at Rs. 1.1 million in the year 2016, the Fund

had sustained an actual loss of Rs. 42.8 million.

Although a sum of Rs. 5,000 million had been invested in the construction of Canwil
Holdings hotel complex as mentioned in 6.9.2 above, shares of the said company had
not been listed in the share market even up to 31 January 2018. Moreover, due to
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7.12

7.13

7.14

delays in constructions of the said hotel complex, the Fund had not received benefits

even from the date of investment.

Construction of the “Mehewara Piyasa” Building

Of the sum agreed to be reimbursed with respect to the construction of “Mehewara
Piyasa” building as mentioned in 6.10 above, a sum of Rs. 339 million remained to be
reimbursed further as at 31 December 2017. Furthermore, the Fund had sustained a
loss of Rs. 38 million as it had not been agreed to reimburse the total amount spent.
As such, the Fund had not received any income whatsoever on the amount of
Rs.1,890.5 million spent and hence the Fund had sustained an opportunity loss as

well.

Payment of benefits to the members of the Employees’ Provident Fund

Due to reasons such as, the funds of the Fund had been invested in secondary market
and reverse repurchase agreements yielding less benefits by deviating from investing
at the primary market resulting in higher benefits and weaknesses in the internal
control of the Fund Management Division, it was observed that the Fund had failed to
increase the rate of benefits since the year 2013.

Cost per Employee

Comparing the cost per employee of the Employees’ Provident Fund Division of the
Central Bank of Sri Lanka with that of the Department of Labor in accordance with
the Table 15 shown under Paragraph 6.12.3 above, it was observed that the value had

been higher by sums of Rs. 2,126,000 and Rs. 2,129,000 in the years 2016 and 2017

respectively.

As such, higher salaries had been paid for the staff in the Employees’ Provident Fund
Division of the Central Bank of Sri Lanka with a view to managing the funds of the

Fund optimally, but it was observed that the Fund had not been operated as expected.
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08.

8.1

8.2

8.3

8.4

8.5

8.6

Weaknesses in systems and controls

The following deficiencies in systems and controls were observed.

When bonds are purchased from the primary market, the Middle Office of the Fund
furnishes recommendations to the Superintendent based on the projected cash balance
of the Fund as at the settlement date of the relevant auction. The projected cash flow
that can be utilized for investment as at the date of settlement is prepared by the back
office of the Fund, but the name, designation and signature of the officer who
prepares it during the period considered is not mentioned and hence, it is not possible
to verify as to whether the projected cash flow is prepared by a responsible officer.

It was observed with the Paragraph 6.11.1 above that the rate based on which benefits
of the Employees’ Provident Fund had been paid, was gradually declining since the
year 2009, and benefits had been paid equally relating to the period 2014-2017. The
management of the Fund had not taken measures to further increase the said rate of
benefits.

The objective of investing the funds of the Fund in a productive manner is to provide
the benefits earned there from for the owners of the Fund, but the compulsory return

index (2.5 per cent) mentioned in the Act had not been revised since the year 1958.

When taking certain decisions on the operation of the Fund, such decisions should be
logical and transparent, but the decisions taken in the few preceding years were of

controversial nature.

The purchase of Treasury bonds from the primary market by the Employees’
Provident Fund after the year 2013 had gradually decreased and that had decreased by
more than 75 per cent with the suspension of direct placements from 27 February
2015.

The Monetary Board had given approval in December 2011 for the Investment and
Trading Guidelines and Investment Policy Statement prepared for providing guidance
on investments of the Employees’ Provident Fund. However, even after 07 years since

then they had not been revised in a timely manner.
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8.7

8.8

8.9

8.10

8.11

8.12

Transactions of the Treasury bonds at the secondary market are performed by Front
Office through telephone. But there is no transparency in the transactions performed
at the secondary market due to non-availability of a methodology to record such
telephone conversations during the period considered.

Transactions on the Treasury bonds performed by the Employees’ Provident Fund had
been ratified by the Investment Committee. But there were discrepancies between the
ratified transactions and the deal tickets and instances where the deal tickets had not

been even ratified.

No scheme is in place to credit the contributions to the members’ accounts of the
Employees’ Provident Fund that had not been credited as at 31 December 2015, 2016,
and 2017 totaling Rs. 9,636 million, Rs. 12,517 million, and Rs. 12,403 million
respectively and to pay retained and unclaimed benefits as at 31 December 2017

totaling Rs. 779 million promptly to the relevant owners.

An independent Internal Audit Unit has not been established for the Employees’
Provident Fund and the actual cadre of the Internal Audit Division of the Department
of Labor that administers the Fund was limited to 06 officers as at 31 December 2017.
Therefore no adequate attention has been drawn to the internal audit activities of the
Employees’ Provident Fund. However, the Internal Audit activities of the Employees’
Provident Fund Division in the Central Bank of Sri Lanka were carried out through an
external audit firm, but the activities of the Employees’ Provident Fund Division of

the Department of Labour do not come within their purview.

Due to lack of an independent audit and management committee in order to discuss
the financial and administrative aspects of the Employees’ Provident Fund worth
Rs.2,066,299 million, it is not possible to discuss the existing issues with the top level
management of the Central Bank of Sri Lanka and the Department of Labour

simultaneously.

Existence of non-corrected and unsettled balances in the bank reconciliation
statements totaling Rs. 2,893 million with respect to 07 bank accounts relating to the

period from 2006 to 31 December 2017 and Failure to correct those balances.
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09.

9.1

9.2

9.3

9.4

9.5

9.6

Recommendations

The investments of the Employees’ Provident Fund should be carried out more
effectively and efficiently and the selection of investment avenues and altering the
existing methodologies should be carried out ensuring higher benefits for the
beneficiaries after an in-depth study.

(Reference: Paragraph Nos. 7.4.1,7.4.2,7.6,7.7,7.8,7.9,7.10, 7.11, 7.12)

Action should be taken in a timely manner to revise the essential sections of the
Employees’ Provident Fund Act, such as percentage for the compulsory return and
earnings for the computation of provident funds.

(Reference : Paragraph No. 8.3)

In terms of the Decision No. 31.2 (c) of the Monetary Board dated 17 October 2016,
transactions of the secondary market had been suspended with effect from 17 October
2016 whilst deciding to proceed with direct issuances to the Fund. Accordingly, it is
necessary to implement the decision to execute direct issuances to the Fund.
(Reference : Paragraph No. 6.8.3)

In order to administer the Employees’ Provident Fund, a Board comprising suitable
parties including the owners thereof should be appointed and action should be taken
to vest the administrative authority with the said Board.

(Reference : Paragraph No. 7.1)

It is necessary to take action to direct the Employees’ Provident Fund Division of the
Central Bank of Sri Lanka to take decisions for productive investment of the funds of
the Fund ensuring higher benefits.

(Reference : Paragraph No. 6.12, 7.14)

The necessity to take action to update the Investment and Trading Guidelines
Investment Policy Statement formulated to provide guidelines as to the manner in
which the funds of the Employees’ Provident Fund should be invested.

(Reference : Paragraph No. 8.6)
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9.7

9.8

9.9

9.10

9.11

9.12

9.13

Action should be taken to follow a scientific methodology for the fund management
of the Fund.
(Reference : Paragraph No. 6.8.1, 7.10.1)

The necessity to take action to record the telephone conversations relating to
transactions of the Government Securities of the Fund, installation of security cameras
and follow the security measures.

(Reference : Paragraph No. 7.2.7)

It is necessary to consider the long-term local and foreign investment plans for
investing the excess funds of the Fund by identifying the likely risks of the future.
(Reference : Paragraph No. 6.8.2, 7.10.3)

Action should be taken to conduct independent Audit and Management Committees
to the Employees’ Provident Fund.
(Reference : Paragraph No. 8.11)

Action should be taken to rectify the balances existing unsettled over extensive
periods in the bank reconciliation statements.

(Reference : Paragraph No. 8.12)

Action should be taken to credit the contributions that had not been credited to the
personal accounts of the members of the Fund and pay the retained and unclaimed
benefits to the relevant owners.

(Reference : Paragraph No. 8.9)

It is necessary to promptly implement the recommendations mentioned in the report
of the Presidential Commission such as, whether a loss was caused to the Employees’
Provident Fund and if so, identify the persons responsible and seek to recover such
loss from the persons responsible, considering by the Monetary Board and the Central
Bank of Sri Lanka whether persons who are found to have committed any dishonest
acts or who have received inducements in return for entering into that transactions.

(Reference : Paragraph No. 6.7)

142



10.

10.1

10.2

10.3

10.4

10.5

Conclusions

In terms of Section 2.4 of the Investment Policy Statement, the Fund Management
Division had been entrusted with the responsibility of managing the investment
portfolio of the Fund on day to day basis so as to optimize the total rate of return.
However, the Fund had not made investments optimally as expected and that situation
had continued in the period of 2015 and 2016 that had been taken into consideration.
As such, it is concluded that the reasonable benefits that could have been earned by

the Fund could not be earned.

As the Employees’ Provident Fund had not been managed properly whilst taking
irrational decisions, it is concluded that the officers who had taken the relevant
decisions paving way for the unfavorable situation of the Fund and the officers who
had implemented those decisions should be held responsible.

It is concluded that the officers who had taken decisions relating to 02 instances in
which the same Treasury bonds had been purchased from the secondary market within
few days after being sold at the secondary market thus causing the Fund to sustain a
loss of Rs. 347 million should be held responsible whilst the officers who had taken
decisions causing to incur an additional cost of Rs. 316 million due to the same
Treasury bonds being purchased from the secondary market on the same day without
utilizing the funds invested at the primary auction in an optimal manner, should also

be held responsible.

The Fund had sustained a loss of Rs. 1,343 million as at 31 December 2017 with
respect to the investment of Rs. 1,560 million made by the Fund in 04 companies
during the period 2010 — 2013. As such, it is concluded that the parties who had taken
decisions to utilize the funds on non-productive investments and those who

implemented such decisions should be held responsible.

Due to non-involvement of the real owners of the Employees’ Provident Fund in the
administration process or as the Fund had not been administered by an independent
Board comprising the owners and the relevant parties responsible, it is concluded that
the funds of the Fund had been misappropriated in the preceding period.
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10.6

10.7

Even though the loss sustained by the Fund due to decrease in trend for transactions
of the primary market whilst the trend for transactions of the secondary market had
been increased since the year 2012, it is concluded that the said loss cannot be

computed due to unavailability of secondary market information.

Comparing the cost per employee of the Employees’ Provident Fund Division of the
Central Bank of Sri Lanka with that of the Department of Labor, the cost had
exceeded by Rs. 2.1 million in the years 2016 and 2017. Accordingly, the total cost
incurred on the staff of the Employees’ Provident Fund Division of the Central Bank
of Sri Lanka had exceeded by Rs. 391 million and Rs. 375 million in the years 2016
and 2017 respectively. However, due to failure in taking investment decisions
productively and as funds had not been managed in accordance with scientific
methodologies it is concluded that an optimum value had not been gained in regard to
the cost incurred by the Employees’ Provident Fund on the staff of the Central Bank

of Sri Lanka and a decision should be taken by considering the said scenario.

Sgd./ H.M. GAMINI WIJESINGHE

Auditor General
H.M. Gamini Wijesinghe

Auditor General

3. November 2018
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PART I Introduction

1. Employees’ Provident Fund

The Employees” Provident Fund, hereinafter referred to as “EPE” or “the
Fund”, has been established under the Employees’ Provident Fund %Act,
No.15 of 1958 (the EPF Act) as a mandatory defined contributorv retiﬁéﬁ}:pt
benefit scheme which-covers the private sector and semi-govFrn%‘;}\sector
employees. As per the EPF Act, the Commissioner of Labof \év’ested with
the powers to administer the Fund while the Monetary-\(la%}‘d (MB) of the
Central Bank of Sri Lanka (CBSL) is assigned tq e the Fund as its Q
custodian. Powers and duties of the MB in reIa@\o the Fund have been
laid down in Section 5 of the EPF Act. \\\‘QQJ
A

Today, EPF is the largest super ibfund in the country and as at end
2010 it accounted for 14 per .%u: of the total assets of the Sri Lankan
financial system and arot 6 per cent of the assets in the domestic
superannuation indus{x@&ence, EPF is a systemically important institution
in the domestic fi a@ﬁl system and, therefore, prudent management of the
Fund is Ctiti({l]‘j’f important for the stabilization of the entire financial

b
system. -

wenitly, the mandatory minimum contribution rate is 20 per cent of the
rQ}%ﬁnthly gross earnings of EPF members, i.e. 8 per cent from employee and
NI 12 per cent from the employer. Based on the net income of the Fund, it is

mandatory that interest not less than two and half per cent (2.5 per cent) is

paid on the amount standing to the credit of the member’s account by the
—_—
end of each year. EPF members are eligible to claim the total amount lying

to the credit of their account as their retirement benefits after attaining the

age of 55 years in the case of males and 50 years in the case of females.

)
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Further, EPF benefits can also be claimed when leaving the employment due
to marriage (for females), medical reasons, migration, joining a pensionable

employment and death of member.

2. Management of the Fund

LY
T TS h S8 :1:}31 Of Al yTes .La.y J..u. iliait Cl%LJ—Lh L.LL\/ C’Dl.ill.i.“.[b Ui U.i.s. l LUI.L‘. .l-‘:f IV‘(‘_'\.:J.‘:H

the diagram below. - Q .

Monetary Board 5
v R}
Investment Committee
e
+ \’Q‘Q

O

Employees’ Provident Fund
Department

. R
R

Fund Management Division
» “\J

g

When managmg Agtment of the Fund, MB, Investment Committee (IC),

EPF Depa tiy g:gpand the Fund Management Division (FMD) should adhere
re requirements of the EPF Act, Investment Policy Statement
%&nv’estment and Trading Guidelines (ITG) approved by MB and IC

\1::;\“111 time to time, industrial practices and other regulatory requirements

QJ Jaid down under any written law.
21  The Monetary Board
The objective of the Monetary Board, as the custodian of EPF, is to

safeguard the interest of the members. This will be achieved through the

adoption and implementation of a prudent investment policy and
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2.2

)

{f‘«

guidelines. The EPF Act has empowered MB to receive the contributions
and all other sums collected under the EPF Act, maintain a general account
in respect of the Fund and individual member accounts, invest the moneys
of the Fund and pay retirement benefits for cligible members or their legal

heirs when benefits are claimed

Tn torme nf tho Qantine o (1, (5, H e EET AQIVID fias lie audiority I:U\LQW(ebt
PO\
the excess funds of EPF in securities as it may consider fit and mayeﬁﬂ‘such

securities when requlred In discharging the functions veqtet‘ggiunder the
EPF Act, MB may set up of a prudent IPS and ITG for the #F.§ , ensure the
implementation of those policies and adherence to tho\e.gmdehneq provide
overall strategic directions and determine the saﬁu\w s for the investment,
decide limits on asset class exposures and r'@k%@‘e\};lce Ievelé
&N

MB shall, on a monthly basis, revie \ci approve an Investment Plan for
the Fund. The Plan shall be pre @y the FMD and recommended by the
IC. The Plan shall summari ﬁlf'gbliowmg months cash flows and possible

investment activiﬁes.

Investment ComgﬁSQ
N
The Inye n:.;?ent Committee established by MB shall consist of the Deputy
Go@@rhor'and  Assistant Governor of the Central Bank who oversee the EPF
ggnent the Superintendent of EPF, Additional Superintendent of EPF
.and Deputy Superintendent in charge of FMD. A staff officer from the FMD

7serves as the secretary to IC.

The Deputy Governor responsible tor the EPF Department acts as the
chairman of IC. Quorum for IC meeting is three members inciusive of
Chairman. In the event of Deputy Governor is absent, the Assistant

Governor in charge of the EPF Department shall chair the meeting.
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IC will provide a tactical guidance to the EPF Department in line with the

strategic directions given by MB and shall review and monitor the
performance of EPF investments in relation to the prevailing and future
domestic and global market conditions. Accordingly, IC takes investment

and asset allocation decisions within the guideline stipulated in the IPS and

“w

IC shall meet at least once a week. If there is n %}‘{E}rtan’c business to
discuss the IC meeting may be held in the follow\% ek with the approval
rtm

of the Deputy Governor in-charge of the EPF D‘%B ent.
St

\Q"
‘v\'\.

23  Employees’ Provident Fund Deparht{gl(‘-t)
A
Under the Section 5(1) (a Q{Othe EPF Act, MB has established EPF
Department and MB also‘»a(p\,’g ints the Superintendent of EPF and its staff to
b b
perform the duties and ¢ scharge its functions under the EPF Act. MB may
. N
delegate its power&l authority to perform its duties and functions under
~ s
the EPF Ac \0\;;11(2 Superintendent and the staff of EPF Department from
time t‘Qtﬁ’%g\as and when required.
N
$
24 m‘lst;% Management Division
f‘\?\?\}%\

\J\.—)‘

The Fund Management Division is a division within the EPF Department
charged with the responsibility of managing the investment portfolio of the
Fund on day to day basis to optimize the total rate of return in line with the
IPS and ITG. The officers of FMD are responsible for arranging IC meetings,
implementing the investment decisions taken by IC and (or) MB, monitoring

and reporting the performance of investments on a regular basis. In this
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regard, FMD has to identify and evaluate appropriate new investment
obpoﬁunities for EPF and make recommendations thereon to meet the
return and risk objectives of the Fund and to evaluate existing investments
of EPF periodically. FMD should carry out research and investment
7&‘ analysis & evaluation , mpnitor market trends and make recommeﬁdations

to IC and (or) MB with regard to the investment, asset allocation and risk

iarmamarmont ~f flha T A

= e AN

. \“\\; " 3
L

L\F
PART I1: SCOPE OF THE INVESTMENT POLICY STATEM@I}\L\

R\

The purpose of this Investment Policy Statement (@}5§\out the investment .
philosophy, objectives, procedures, requ?j}bﬂities and constraints
applicable in managing the investment the Fund and assist the
fiduciaries of EPF to discharge their %g& in a prudent manner. IPS of the
Fund comprises of the folIowinga\m%-s)

1. Investment Obijept

2 Inveshnent@gﬁ\eraﬁons

3 Asset Io on

4. Staé&!é%s and Measures of Investment Performance

5. ; @@gstment Monitoring and Reporting

%\ ' t;de of Ethics and Professional Conduct )

Periodic Review of the Investment Policy Statement

@ 8. Additional Guidelines/Suggestions
C

ot
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PART IIi: INVESTMENT POLICY STATEMENT
1.  Investment Objectives

1.1 Investment Return

( . . r " . . -
Ae A lrmmer Farma marivaraant e faw A vmnratbhann Fha maain Aabiackisra A& Hha

- i ' ’ ~\

Pund is to give at least 15 per cent 'éositiv real rate of retugngtd’the

members on a long term basis (average of 20 years) overg&rq:;gabove the “

annual average mﬂatlon measured by GDP deflator. ‘::5\\
D
1.2 Risk Tolerance “@Q

EPF is a defined contribution plan with Yﬁ\%mum annual interest rate of
2.5 per cent on member balances gu%&&d by the EPF Act. Further, the
Fund cannot assume excessive 1sl®1ch might lead to deplete the wealth
of the members in some yeara@ ce, the risk of the inv estment portfolio of
the Fund should be belo 14@){ rage while ensuring the prompt payment of
refund benefits and an\% equate rate of return to the members. Although
the Fund may prg(\% negative real returns in some years, it should avoid,

as much abﬁ \bsa.lble multiple consecutive years of negative real return to

the me@e}s f the Fund.

L

2. @stment Cons1derat10ns .
(w

21  Liquidity needs

The Fund shouid maintain sufficient liquidity to meet its financiai
obligations in full and on time, when they fall due. EPF requires cash and
other liquid assets to meet refund payments, operating expenses, payments

to lending institutions for default housing loans and tax payments.
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et

Although the Fund normally has a monthly collection in excess of its
payment obligations, there is a mismatch in timing of these cash inflows and
outflows within a month. Therefore, the Fund should retain a sufficient
level of liquidity in the form of cash, reverse repurchase agreements and
other approved money market securities as well as other highly tradable

securities such as Treasury mhs liquid Treasury Bonds and liquid stocks.

- .
~

NN

Time Horizon N\
; Q\@Q
As a defined contribution pian with an overall surplus of ganiribution over
the refund payments to the members, EPF’s inves ﬁé\&b time horizon is
much longer than that of an individual investor. k@ ore, the Fund is able

to take a moderate risk and manage the mve%:né’ht portfolio of the Fund

s

with a long term perspective. \C\'\,

Tax Consideration §a
QD

The Fund is currently su@o an income tax of 10 per cent on its taxable
@ —
income in terms of { Q\and Revenue Act. Hence, investment decisions

shall be evaluateé\{&d on after tax profit basis.

Regul@g al Considerations

B s
cent per annum on year end member balances as per the Section 14(1)

of the EPF Act.
P

\\‘g\)é\ The Fund has a statutory obligation to pay a minimum rate of 2.5 per

O
\,

(if)  The Fund may invest in securities as MB may consider fit in terms of
the Section 5 (1) (e) of the EPF Act. Accordingly, investment in real
estates, commodities, including foreign exchange, precious metals

(such as.gold, silver and platinum), fuels, agricultural goods and

0
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livestock, which are not considered as securities are not permissible

investment for the Fun‘c}

(i) ~ Subject to MB approval, the Fund may consider investing in foreign

securities in accordance with the rules and regulations of the *

Exchange Control Act and directions issued by the Exchange Control
Department of CBSL. |

ot

[ETTA D ey -y . A
. ; = -
v S dab il lall IO LU LGSR, Qa il

\'\
be made in"accordance with the regulations applicable(}} those

¢ 'x\&.l

entities. '
N

.

o
(v) MB has the power to establish reserves out o);{\‘l\-ﬁgo?ne of the Fund

in terms of Section 5 (k) (kk) of th?-l:\ Act, to meet any
contingencies or any depreciation in th@iﬁ‘k\et value of the assets of

the Fund. %\’\\’Q

o &
Specific Cons1derat10ni/ \'\\_;

(i) Following catego%@ transactions are not permissible to be carried
out by EPF exe@éﬁ ith the approval of MB.
¢

(a) Borr}ﬁ'(a g money for investments, including margin trading
P
(b@grt selling of securities

d)  Investing in unlisted companies

aking a position in financial derivatives

(e) Reverse repurchase agreements against securities other than

N government securities,

(ii)  Investment in Equities
(a)  The Fund is allowed to invest in listed and unlisted common
and preferential equities of companies approved by IC and

MB.

10
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(b)  iInvestment in voting shares exceeding 10 per cent of the issued

share capital of a company shall be made with the approval of

ICand MB.  { Coowlit Wo\dimg 28" /\)

— e ——

() The Fund should not directly or indirectly control the
company concerned without the approval of IC and MB.

However, at the discretion of IC, EPF can vote at the

, - . SR
kel e e i @‘Q‘Q) e
g \Q\\ \
(d) In view of reaping the benefits of the fast growi@g ‘banking

S
and financial sector of the economy, the Fund\;”ﬁe‘:l}ﬁhvestment
in banking and financial institutions. H weyersthe Fund must
o

make sure that the investment in suglhimstitutions is made
oo\
only with the intention to increasex@.é\}eturn of the Fund and
not to take the control over Qz%%inpany since MB regulates
)

T

banking and financial instifufions while managing the Fund.

—

()  The EMD of EPE rx@bcarry out a thorough study of the
company and re{@ macro factors, on the basis of, inter alia,
intrinsic v@? the company, its growth prospects, the
possib[e‘e\(ﬂn\ancement of share value in the medium to long -
terxﬁi% governing structures, the viability and prospects of

gﬁfk .;’t-h?:industry, the quantity of shares available, future plans,

’\\\fmpact of the growing economy on the company, etc. prior to

making a recommendation to IC.

'\\;)(iii) Investment in Corporate Debentures
(@)  The Fund may invest in corporate debentures rated by an

approved rating agency with the approval of IC and MB.

(b)  The Fund may not invest in corporate debentures which have
been rated below “BBB-“(i.e. debentures which are not in the
. AN

=i
= / investment grade), unless approved by MB.

\ C\\p’z,t(/\
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Q\J‘

(iv)

(c) - The Fund may invest only in listed corporate debentures in
the Colombo Stock Exchange. The Fund, with the approval of

IC and MB, may invest in unlisted corporate debentures

@ ) subject to the undertaking by the issuer to list in CSE within 12

months from the date of issue of the debentures. .

(d)  Any investment securities cannot be sold at capital losses. It
such a requirement arises. the IC should approve it priottaithe
atia . NN N
Y
execution. N

-
A

Subject to the approval of IC and MB, in*v’es&@g:ln government
s

controlled projects, government corporatio 'iﬁ:‘p’rivate companies
may be considered by the Fund provided@f satisfy the investment
objectives and considerations menti bove,
N\

The investment and risk \t?.%?n%ement process of the Fund is
structured so as to avoidr%nkﬂict of interest with the monetary policy
and the financial syst &tability policy of CBSL. This is achieved by
establishing mé%&'& to ensure that no insider knowledge within
CBSL can#g \nce investment of the Fund. Accordingly, all the
invesmEnft\&ecisions are taken independently without consulting the
0 ‘fe}r‘w\%'éﬁ’artments of CBSL and the responsibilities with regard to

formulation and implementation of the monetary policy and

\Qﬁnaneial regulation are separated as far as practical from the

)

investment process of the Fund.

Eligible Investments

The following securities are eligible investments for the Fund

(a) fixed income securities such as government securities and corporate

debt instruments.

(b) listed and unlisted common and preferential equities.

12
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(c) Any, other securities (including foreign currency denominated

securities issued locally or abroad) which are considered as fit by MB.

Asset Allocation

From time to time, MB and IC determine and approve the asset allocation
sliaicgy Oi WiIe Ui SU ad> L Plu'vi'\ic: o Sl atcgh. LA U dssets Liaabcb\(\@&tit

3 i3 1 1 1 . - a1 .ﬁ . b %
would produce the highest return while managing the risks v@?ﬁ

O — L N—— . — -:--;i'n-i'll.slm.“."—h e aah S g

an
acceptable level. The medium term asset allocation mix O{,QK dand is as
follows; {3\.\’
RN
PN G
Asset Category '{\\\‘[@rget Mix
T x\x_ ; 5 0
Government Securities “{\Q" 80% - 96%
Equities ‘\\\ 4% -15%
J L
: Corporate Debt and other instru&?&' 0% -5%
; \\‘},
= Since the preservation of of members is of utmost importance, a
major part of the Fundg

ested in fixed income government securities.
Nevertheless, to r d&&@}he portfolio concentration on government securities

and to enhance thevreturn, the Fund will gradually diversify the investment

portfolio i N

r{i opHer investment avenues such as listed and unlisted equ

corp%'&%\

lebt instruments, venture capital etc., as would be approved by
I&*\(@%ﬂs.

OS>

\J ithin the overall asset allocation strategy, FMD will monitor

1f1eg,

domestic

and global market developments and adjust the EPF portfolio composition
suitably subject to approval of IC and MB.

13
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Standards and Measures of Investment Performance

Investment performance of the Fund is measured in relation to the
achievement of the overall objective of offering a minimum of 1.5 per cent

positive real rate of return on a long term basis ( 20 years).

As there is no comparable benchmark tor Sri Lankan Treasurv ‘Bonds.
[ o
. , N\ D

Treasury Bills and corporate bonds, performance of the Fund'’s erf?f\l‘ﬂent

e
N = Lok ] . eQ,
in fixed income securities is not separately evaluated. LA

"
However, the performance of the equity porﬁf f%-‘fwill be measured
quarterly and annually using All Share Price In@ié\ ASPI), Milanka Price
Index (MPI) and equity unit trusts as bench.g@;&
Investment Planning, Monitor'(%%'ld Reporting

Routine Investments \
e MB shall, on a Qt&ly and annual basis, review and approve

investment j I%of the Fund. The plans shall be prepared by FMD

and recommenided by IC. The plans shall summarise the following

momi{%ear's cash flows and possible investment activities.

° 1 dddition to monthly and annual investment plans, FMD should
§ repare and obtain the prior approval of IC for the weekly investment

{ N

|
— —

plan. However, investment which requires prompt decisions in

N changing market conditions, will be made by FMD within the

approved trading limits in consultation with IC members and the
”_‘_-‘-___ - o P .
Governor , if so required. FMD should, however, obtain ratitication

@

of [C and MB for all the investments made.
-_-'_‘——-__

e  Unless the Deputy Governor in charge of EPF decided otherwise, IC

shall have weekly meetings to approve the weekly investment plan

18314
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O

and review the current and future economic conditions and market
trends. Further, IC shall monitor the performance of EPF investments
on regular basis in relation to the return targets and external market

developments.

First time Investments
Y

~—
e FMD should obtain approval from IC and MB for the @“ time
investment in listed shares of a particular company the non-

routine investments e.g., investment in private eqm@ nitial Public
Offerings and corporate debt instruments etc. §
‘5\\\
Code of Ethics and Professional C‘T@%’
o

IC and officers of FMD shall adher: he CFA Institute Code of Ethics and
Standard of Professional Con@
Periodic Review t{fg\k}lnvestment Policy Statement
The Monetay oald shall review the IPS annually and when required.
Chang §\1‘ \be made to the extent that such changes are in the interest of
the

\ anges are expected to be evolutionary and designed for the long

members or required as a matter of law or prudence. However,

i

rm. Short term events in the capital markets shall not consider in this

policy statement.
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Additional Guidelines/Suggestions

According to the prevailing market conditions, the Fund does not have a
difficulty in investing all its funds within Sri Lanka; but, if the
Government reduces borrowings from the local market considerably in the
medium term, it might cause problems to the Fund for investment.
Tacinoar  tha imnrovine economic conditions wo uld create a “@h

demand for borrowings trom the private sectui institutions in the ':"\;‘:\"‘**'”
market. Both the equity and domestic corporate debt _rh E@tﬁ would

improve in the medium to long run providing new @p tumhes for

investments of the Fund }\&:
§“
In this backdrop, the Fund should diversif its p rtfolio with a long term

_view. At the same time, EPF Act shouldsbe K ended to invest in off shore

markets and new investment opg%zhf]\ﬁnes that will be available in the
future. Further, the Fund should\g

corporate debt instruments aﬁ:di%hternatioml investments and, if required,

tinue to train EPF staff to handle

obtain the services from \gakternal resource persons.

16
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SECTION I

Outline of the Structure of the EPF Securities Portfolio

Objective

The objective of these guidelines is to streamline the investment
decision making process ‘of the Employees’ Provident Fund (EPF or the
Fund) and to facilitate in maximizing the return on the seg \h
portfolio, while managing the risk at an acceptable level. ({\\()@0

Introduction Q)
S

According to the EPF Act No.1958, Part 1, 5(I) e Monetary Board
(MB) has the authority to invest mon Cof the Fund as are not
immediately required for the purposeé& the Act as MB may consider
fit. MB has delegated the invej%nent decision making to the
Investment Committee (IC) a%k management of the portfolio to the

Fund Management Divisi MD) of EPF subject to the conditions as

stipulated in the W{)ILCV Statement (IPS) approved by the MB
at its meeting No@‘ 001 held on 21.12.2001 and Investment Trading

Guidelines &I{gﬁ approved by the MB at its meeting No. 09/2007 held on

27.03.2@\9@3@ subject to ratification by MB. The revised IPS and ITG in

D= ‘T?é? 2011 replace the above mentioned doorsme -1t respectively.
hY '

\ &}renﬂy, EPF has invested in Treasury Bonds, Treasury Bills, rupee
()0 loans, listed equities, unlisted equities, corporate debt instruments and

reverse repos. This document covers the guidelines that should be
adhered to in carrying out investment activities relating to securities in
its portfolio. According to the intention of the Fund, FMD may
maintain two separate portfolios namely “trading portfolio” and
“investment portfolio” for each type of securities and manage as per

the guidelines described herein.
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Scope

This document provides the guidelines relating to approval, execution,’
monitoring. and reporting procedures that should be adhered to in
carrying out trading and investment activities with respect togTreasury
Bonds, Treasury Bills, listed and unlisted equities, corporate debt

instruments and reverse repos.

Section II of this document describes the guidelines for the T@y ‘
Bonds and Bills while and Section III deals with equlty in};&&ment of
the Fund. Section IV explains the investment proced%s relating to
corporate debt instruments. Guidelines for reverse @ investment are
outlined in Section V and guidelines for inve inent opportunities in
new instruments are explained in Section, VR Fmnally, Section VII deals

with periodic review of the guidelines.oc\&
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1.

SECTION II

Guidelines for Investment in Treasury Bonds and Bills

Introduction

This section covers the guidelines to be adhered to in relation to buying
and selling of Treasury Bonds, Treasury Bills for investment

\
trading portfolios. OQ

. (J
Method of InvestmentJ_ ‘{\\

EPF is permitted to invest in Treasury Bonds a z@' reasury Bills either
through primary auctionis or direct place conducted by the Public
Debt Department (PDD) of the Cent-raé@%nk or through purchases in
the secondary market. Q.CO@

The Middle Office, at the tu‘n& seeking the approval for the purchase
of Treasury Bonds andrggi s shall S_EES_Y- whether those Treasury
Bonds and Bills are.Qo e purchased for the investment portfoho or
trading portfoho%rd execute the transaction accordmgly

&,\?’

@’ ity Universe for Treasury Bonds and Bills

Q) The security universe for Treasury Bonds and Treasury Bills portfolio

consists of all Treasury Bond and Treasury Bill series issued by PDD on
behalf of the government of Sri Lanka. All series qualify to be included
in the investment and trading portfolios of EPF.
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4.

4.1

—4.1.1

4.1.2

4.1.3

Investment Portfolio

Generally, Treasury Bonds and Bills in the investment portfolio shall be

bought with the intention of earning a regular interest income by @

holding until their maturitgf. e

Investment Approval Process

N

The Middle Office of FMD shall determine the required yiel@}s{\and
evaluate the offers for Treasury Bonds and Bills submitt PDD or
market participants and make investment recommen%@m thereon to

the Superintendent of Employees’ Provident Fux}@PF) by way of a
D

report. .&'

<&
In evaluating the offers, the Micldleo &e shall consider various
factors such as coupon rate, a t, tenure, future interest rate

expéctation, maturity profile (‘g{%e existing government securities

portfolio, secondary market@%pet’gtg etc.
FN
Primary Market Invé?‘n%nt
)

The Front Office of FMD in consultation with the Middle Office shall
recomm %e yield and the amount of Treasury Bonds/Bills to

Ny p = .
S/EPESTY) hid =t auctop: - piacements corducte? Ty PDD.

Y
fs@quent]y, FMD submit a report or make a presentation to the

Q) westment Committee (IC) for ratification at the forthcoming IC

() meeting,

4.1.4

Secondary Market

The Front Office in consultation with the Middle Office recommends to
IC, the yield and the amount of government securities to be purchased
from the secondary market. The Middle Office shall also recommend to
S/ EPF, the yield and the amount of the Treasury Bonds/Bills to be sold

in the secondary market whgn return enhancement opportunity arises

&
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4.2

4.3

4.4

O

due to fluctuations in the yield curve or when there is a request from

the Back Office of FMD regarding an urgent liquidity heed.

Individual 'Security Limits

There is no security limit with respect to investment in particular

Treasury Bond/Bill series for the investment portfoliol./,

Delegation of Authority to Invest in the Primary Market

»
Subject to the ratification by IC, authority for executioQ)gf the
transaction relating to Treasury Bonds and Bills has beeﬁ{ﬁé’égated to
the S/EPF and officers in FMD subject to the limits giy@n below.

431 S/EPF - no limit * {&r

<&
4.3.2 Additional Stiperintendent in cha;r\ge%f FMD - up to Rs. 20 bn.
S :

4.3.3 Deputy Stuperintendent in ga%ge of FMD - up to Rs. 10 bn.

o
4.34 Head of FMD - up tQ@. 5 ba,
x&

Delegation of Autl‘&g&ﬁ"y to Purchase from the Secondary Market

Subject to %'raﬁﬁcation by IC, authority for execution of the
transactj ‘zﬁas been delegated to the S/EPF and officers of FMD

sub%@fb the limits given h«lc-+.

g&l.l Assistant Governor in charge of EPF- no limit

4.4.2 S/EPF -up to 10 bn.
4.4.3 Additional Superintendent in charge of FMD - up to Rs. 5 bn.
4.4.4 Deputy Superintendent in charge of FMD - up to Rs. 3 bn.

4.4.5 Head of FMD -up toRs. 2 bn.
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4.5  Premature Selling of Treasury Bonds and Bills

Generally, the Bonds/Bills are purchased with the intention of holding
til ity,. H , with th I of IC, T
maturlg owever, Wil e approval of IC, Treasury
Bonds/Bills may be sold prior to their maturity in order to manage the
risk by changing the nigturity structure of the portfolio, to enhance the
return that may arise due to fluctuations in the yields or to meet an

urgent liquidity requirement. |,

4.6 Transfer of Securities from/to Investment Portfolio to/from T@g
Portfolio Q
The transfer of Treasury Bonds and Bills from/to invesnoﬁq; (thortfolio
to/from trading portfolio shall be carried out with &@approval of IC.~
The Middle Office shall make a récommendatior\ér C when the Front
Office requests such transfers. The transfer @ﬁ be carried out at the
preyailing market price. g\@
O

4.7  Selling at a Loss Q.CQQJ
Generally, the Fund shall no %ﬂ Treasury Bonds and Bills at a loss. -
However, in order to r@%ate fufther losses or to meet an‘,ﬁrgent
liquidity requiremen{,‘*& may approve selling of Treasury Bonds and
Bills at a loss on“%gbasis of the recommendation made by the Middle
’
Office. Afte&&ygch a sale, the Middle Office shall obtain the ratification

from Ig&\
4.8 M\@%ﬁg to Market

@1‘ management information purposes, the Treasury Bonds/Bills in
O the investment portfolio will be marked to market at the end of each
month using the market prices or yields for government securities

published by PDD.

4.9  Accounting treatment
For accounting purposes, carrying value of the Treasury Bonds and
Bills shall be the weighted average cost adjusted for the discount or

premium of such Bonds and Bills. The adjustment shall be made by
193
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5.1

amortizing the discount or premium of Bonds on constant yield basis

over the period to maturity.

Trading Portfolio
Holding Period

Treasury Bonds and Bills are purchased for the trading portfolio with
the intension of earning profits from short term changes in market

prices with a short holding period (normally less than 1 year per@}

Q
5.2 Approved Securities List ;{\\Q’
O

5.3

O

There is no Approved Securities List for g v@%ﬂent securities
portfolio. The Front Office shall purchase Tre@ry Bonds for trading
portfolio when there is an opportunity tq@m the same securities at a
profit. Hence, the Middle Office shall @%sponsible for overseeing the
trading portfolio. %Q-’
Ay
>

g

The maximum allocat‘i& for the trading portfolio shall be 10% of the
total Treasury B@ortfolio valued on the basis of the total cost of the
portfolio. Thi)t'btal value of the existing trading portfolio shall be

informe&\gvlc at the beginning of each quarter. The size of the

Size of the Portfolio

por*#3l}e may be changed with the nrior approval by IC.

5.4 @elega’tion of Authority to Execute Trades

Subject to the ratification at the next IC meeting, authority for
execution of the transaction has been delegated to the S/EPF and FMD

subject to the daily limits as given in the subsequent paragraph.
5.4.1 S/EPF -up toRs.10bn. per day

5.4.2 Additional Superintendent in charge of FMD - up to Rs. 5 bn.
Per day J
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59

5.6

5.7

54.3 Deputy Superintendent in charge of FMD - up to Rs. 3 bn. per
day.

5.4.4 Staff Officer attached to Front Office - up to Rs. 500 mn per day’

Transfer of Treasury Bonds/Bills from the Trading Portfolio to the

Investment Portfolio

The Front Office may make a formal request to IC for transferring of
Bonds and Bills from trading portfolio to the investment pozg&o
highlighting the reasons for such transfers. IC may ap_pr%v@ such
transfer based on the information presented by both t%@ont Office
and the Middle Office. The transfer should be c{@ied out at the
prevailing market prices. \b.,b

Selling at a Loss Q,QQ:&

Generally, the Fund shall not sell Trea@&y Bonds and Bills at a loss to
its carrying cost. However, in o@@r to mitigate further losses or to
meet the urgent liquidity @rements IC may approve selﬁng of
Treasury Bonds and Bills(d@&l loss on the basis of the recommendations
made by the Front ‘éﬁze and Middle Office. After such sales, the
Middle Office sl'i‘&%btain the ratification from MB.

Marking tp@!{rket
N\

All @ties in the trading portfolio shall be marked to market at the
Q{ f each month using the market prices or yield published by PDD.

SQJQ Accounting Treatment

For accounting purposes, the Treasury Bonds and Bills in the trading
portfolio shall be carried at marked to market value and the unrealized
gains/ losses shall be transferred to the profit and loss account at the

end of the accounting year.
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THE COMMISSION OF INQUIRY APPOINTED TO INVESTIGATE AND INQUIRE

INTO AND REPORT ON THE ISSUANCE OF TREASURY BONDS DURING THE

TO:

PERIOD 015" FEBRUARY 2015 TO 315T MARCH 2016

His Excellency, Maithripala Sirisena,
President of the Democratic Socialist Republic of Sri Lanka,
Presidential Secretariat,

Colombo 01.

Your Excellency,

Your Excellency was pleased to issue a Presidential Warrant dated 27" January 2017,

in pursuance

of the provisions of Section 2 of the Commissions of Inquiry Act (Chapter

393) as amended, appointing us as Commissioners to investigate and inquire into and
report on the following:

(a)

(b)

(c)

(d)

The management, administration and conduct of affairs of the Central
Bank of Sri Lanka Bank of Sri Lanka [CBSL] in respect of the matters
referred to in the Schedule to the aforesaid Presidential Warrant;

Whether there has been any malpractice or irregularity, or non-
compliance with or disregard of the proper procedures applicable in
relation to, such management, administration and conduct of affairs in
relation to the matters referred to in the said Schedule, resulting in
damage or detriment to the Government or any statutory body including
the CBSL;

Whether any contractual obligations relating to the matters referred to in
the said Schedule, have been entered into or carried out, fraudulently,
recklessly, negligently or irresponsibly, resulting in damage or detriment
to the Government or any statutory body including the CBSL;

Whether there has been non-compliance with, or disregard of, the proper
procedure applicable to the calling of tenders or the entering into of
agreements or contracts relating to the matters referred to in the said
Schedule, on behalf of the Government;

1
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CHAPTER 32

DETERMINATION AND REPORT ON THE ISSUES STATED IN THE MANDATE

A perusal of the Presidential Warrant dated 27" January 2017 issued to us makes it
clear that, we are required to investigate, inquire into and report on the 10 specified

Issues “in respect of” or “relating to” o

Schedule”.

r “in relation to” the “matter referred to in the

The “matter referred to in the Schedule” to the Presidential Warrant is stated, in the

Schedule, to be:

“1. The issuance of Treasury Bonds during the period of 1t February 2015
and 31st March 2016 (hereinafter referred to as “such treasury bonds”);

(c) The decision making processes that preceded the
issuance of such treasury bonds including the decisions

relating to -

(vi)

(vii)

(viii)

(ix)

the sum of money to be raised by each such
treasury bond issue;

the rate of interest payable on such treasury
bonds or the method of determination of the
rate of interest payable;

the dates on which interest on such treasury
bonds shall be payable;

the rate at which, and the periods at the end
of which, appropriation out of the
Consolidated Fund and assets of Sri Lanka
shall be made as a contribution fo the sinking
fund established for the purpose of
redeeming such treasury bonds and the date
from which such contributions shall
commence;
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(x) The date of redemption of such treasury
bonds.

(d) The disposal of such treasury bonds by the Primary
Dealers, Direct Participants or Dealer Direct Participants.”.

Thus, it is evident that, there are the following two distinct and different "subjects’ which
we are required, by the terms of the Mandate issued to us, to investigate and inquire

into and report on.

[ The “decision making processes” that preceded the “issuance” of
Treasury Bonds [ie: in the Primary Market] during the period from 01st
February 2015 to 31%t March 2016 including:

()

(ii)

(i)

(v)

The decisions with regard to the sum of money to be
raised by each issue of Treasury Bonds during this
period;

The decisions with regard to the Rate of Interest
payable on Treasury Bonds issued during this period
or the method by which this Rate of Interest is
determined;

The decisions with regard to the dates on which
Interest is payable on Treasury Bonds issued during
this period;

The decisions with regard to the Rates at which, and
the periods at the end of which, appropriation out of
the Consolidated Fund and Assets of Sri Lanka shall
be made as a Contribution to a Sinking Fund
established for the purpose of redeeming Treasury
Bonds issued during this period and the date from
which such Contributions shall commence;

The decisions with regard to the dates of redemption
of Treasury Bonds issued during this period.
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[2]

The “disposal” of Treasury Bonds issued during the period from 01st
February 2015 to 31t March 2016, to “Primary Dealers, Direct
Participants or Dealer Direct Participants.” [ie: in the Secondary
Market].

Next, as specified by Presidential Warrant issued to us, we are required to report with
regard to 10 specific Issues - je: Issues (a) to (j) which are stated in the Presidential
Warrant - which are on the two ‘subjects’ described in Item [1] and [2] above.

These 10 Issues (a) to (j) are listed in the Presidential Warrant, as:

(@)

(b)

(c)

(d)

(e)

("

The management, administration and conduct of affairs of the Central
Bank of Sri Lanka Bank of Sri Lanka [CBSL] in respect of the matter
referred to in the Schedule to the Presidential Warrant;

Whether there has been any malpractice or irregularity, or non-compliance
with or disregard of the proper procedures applicable in relation to, such
management, administration and conduct of affairs in relation to the said
matter referred to in the said Schedule, resulting in damage or detriment
to the Government or any statutory body including the CBSL;

Whether any contractual obligations relating to the matter referred to in
the said Schedule, have been entered info or carried out, fraudulently,
recklessly, negligently or irresponsibly, resulting in damage or detriment
to the Government or any statutory body including the CBSL;

Whether there has been non-compliance with, or disregard of, the proper
procedure applicable to the calling of tenders or the entering into of
agreements or contracts relating to the matter referred to in the said
Schedule, on behalf of the Government,;

Whether such non-compliance with, or disregard of proper procedures in
respect of the matter referred to in the said Schedule, has resulted in the
improper or irreqular or discriminatory award of any such tender for the
sale of Treasury Bonds referred to in the said Schedule;

Whether proper procedures and adequate safeguards have been adopted
to ensure that the matter referred to in the said Schedule resulted in
obtaining the optimum price or benefit for the Government;
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(g) The person or persons responsible for any act, omission or conduct,
which has resulted in such damage or detriment to the Government or
any statutory body including the CBSL, in respect of the said matter
referred to in the said Schedule;

(h) Whether any inquiry or probe into the matter referred to in the
saidSchedule had been obstructed or prevented in any manner, resulting
in damage or detriment to the Government or any statutory body
including the CBSL, and if so, the person or persons responsible for such
obstruction;

(i) The procedures which should be adopted in the future to ensure that
matters such as those referred to in the said Schedule are carried out
with transparency and with proper accountability with a view to securing
the optimum price or benefit for the Government;

)i Whether there has been any misuse or abuse of power, influence,
Interference, fraud, malpractices, nepotism or any act or omission
connected with corrupt activity in relation to the matter referred to the
said Schedule.

We are obliged to report on the aforesaid 10 Issues, as they are framed and stated in
the Presidential Warrant.

It is evident that, the aforesaid two ‘subjects’ and the aforesaid 10 Issues thereon are
all based on and limited to the Treasury Bonds issued during the period from 01st
February 2015 to 315t March 2016.

The “decision making processes” that preceded the “issuance” of Treasury

Bonds [ie: in the Primary Market] during the period from 015t February 2015 to
31st March 2016.

As stated earlier, a few Treasury Bonds were issued by accepting Direct Placements
during the period from 01%t February 2015 to 27" February 2015. We are satisfied that
these Direct Placements were properly accepted and that there was no irregularity or
impropriety in the acceptance of these Direct Placements during the period from 01st
February 2015 to 27" February 2015.

Thereafter, the practice of accepting Direct Placements ceased from 27™ February
2015 onwards until the end of the period of our Mandate.
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In these circumstances, we are not required to further examine the issue of Treasury
Bonds by the acceptance of Direct Placements, when we report on the aforesaid 10
Issues.

From 27" February 2015 onwards and during the entire period of our Mandate,
Treasury Bonds were issued only by way of Auctions.

Therefore, we are only required to examine the issue of Treasury Bonds at Auctions
held during the period from 01%t February 2015 to 315t March 2016, when we report on
the aforesaid 10 Issues.

In order to report on the aforesaid 10 Issues, we should first refer to the fact that, as
stated in Section 19.1 of Chapter 19 above, during the period from 015t February 2015
to 318t March 2016, the CBSL held Auctions of Treasury Bonds on 45 days at which
127 Offers were made for the issue, by way of Auction, of Treasury Bonds with various
ISINs.

As stated in Chapter 19, the Procedure followed by the CBSL at a Treasury Bond
Auction is, in brief: first, all Primary Dealers and the Public are notified of a Treasury
Bond Auction; the Auction is opened at 8.30 am; Bids are placed by Primary Dealers
via an Electronic System used by the PDD; the Auction is closed at 11am; thereafter,
the Bids are evaluated by the senior officers of the PDD who make their
recommendations to the Tender Board with regard to the amount of the Bids which
should be accepted; the Tender Board, which comprises of senior officers of the Bank
with a weaith of experience and expertise in the several areas of operations of the
CBSL which are connected with Public Debt, consider the recommendations of the
PDD and decide the amounts of the Bids that are to be accepted; finally, the Governor
considers and approves the decision of the Tender Board.

We note that, the aforesaid Procedures are designed to ensure that, the decision-
making process in an Auction of Treasury Bonds is conducted in a manner in which:

i The PDD prepares its own independent assessment of the Auction and
decides on its recommendation of the value of Treasury Bonds that
should be accepted at the Auction;

ii. Thereafter, the Tender Board considers these recommendations and
arrives at its own decision, by drawing on the experience of its members;

iii. Finally, the decision of the Tender Board is submitted to the Governor
for his consideration and approval.
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This Procedure has been designed to ensure that, in the first instance, the decision-
making process utilizes the knowledge and technical skills of the officers of the PDD
who have an intimate knowledge of the day-to-day operations of the Market and
technical skills in the raising of Public Debt. Thereafter, at the second stage, this
Procedure utilizes the range of skills, greater experience and breadth of knowledge of
the members of the Tender Board, to assess the recommendations of the PDD and
arrive at a considered decision with regard to the Bids to be accepted an Auction.
Finally, at the third stage, the decision of the Tender Board is considered by the
Governor who retains the authority to arrive at a final decision and can, if he considers
it necessary, request the Tender Board to reconsider its decision in the light of
additional information the Governor may possess or factors which the Governor
considers are relevant.

As stated earlier, we are of the view that, this process, if properly followed without
impropriety on the part of the persons involved in the process and/or interference by
third parties, would ensure that, the CBSL reaches a proper and prudent decision when
Bids are accepted at Treasury Bond Auctions.

As further stated in Section 19.1 of Chapter 19, we examined all 127 Offers for Treasury
Bonds made at the Auctions held on 45 days during the period from 013t February 2015
to 315t March 2016, to ascertain whether the evidence placed before us suggests that
there has been any unusual feature or irregularity or impropriety in the conduct of those
127 Auctions.

As stated in Section 19.1 of Chapter 19, this examination resulted in our conclusion
that:

(i) In the case of 117 of these Auctions, there has been no evidence placed
before us which suggests that there was any unusual feature or
irregularity or impropriety in the conduct of those 117 Auctions;

(i) However, in the case of 10 of these Auctions, we concluded that, we were
required to scrutinize these Auctions closely and ascertain whether, in
fact, there has been irregularity or impropriety in the conduct of one or
more of those 10 Auctions.

These 10 Auctions are:
(@) The Auction held on 27" February 2015 at which Treasury Bonds

bearing ISIN LKB003045C013 to the value of Rs. 1 billion were
offered and Bids to the value of Rs.10.058 billion were accepted and
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(b)

(c)

(d)

(@)

(h)

also Perpetual Treasuries Ltd obtained 50% of the Treasury Bonds
issued at that Auction;

The Auction held on 08" September 2015 at which Treasury Bonds
bearing ISIN LKB101231019 were offered and Perpetual Treasuries
Ltd obtained 45% of the Treasury Bonds that were issued at that
Auction and after the Auction, there have there been unusual
Transactions in the Secondary Market;

The Auction held on 15™" September 2015 at which Treasury Bonds
bearing ISIN LKB00922J011 were offered and Perpetual Treasuries
Ltd obtained 37% of the Treasury Bonds that were issued at that
Auction and after the Auction there have been unusual transaction
in the Secondary Market;

The Auction held on 30" October 2015 at which Treasury Bonds
bearing ISIN LKB01530E152 were offered and Pan Asia Banking
Corporation PLC obtained 45% of the Treasury Bonds that were
issued at that Auction and after the Auction there have been unusual
transactions in the Secondary Market;

The Auction held on 05" February 2016 at which Treasury Bonds
bearing ISIN LKB02541A016 were offered and Perpetual
Treasuries Ltd obtained 61% of the Treasury Bonds that were
issued at that Auction and after the Auction there have been unusual
transactions in the Secondary Market;

The Auction held on 29" March 2016 at which Treasury Bonds
bearing ISIN LKB01025C157 were offered and Perpetual
Treasuries Ltd obtained 39% of the Treasury Bonds that were
issued at that Auction;

The Auction held on 29" March 2016 at which Treasury Bonds
bearing ISIN LKB01226F014 were offered and Perpetual
Treasuries Ltd obtained 45% of the Treasury Bonds that were
issued at that Auction;

The Auction held on 29" March 2016 at which Treasury Bonds
bearing ISIN LKBO1530E152 were offered and Perpetual
Treasuries Ltd obtained 36% of the Treasury Bonds that were
issued at that Auction;
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() The Auction held on 315t March 2016 at which Treasury Bonds
bearing ISIN LKB00821H019 were offered and Acuity Securities Ltd
obtained 53% of the Treasury Bonds that were issued at that
Auction;

(i) The Auction held on 31%t March 2016 at which Treasury Bonds
bearing ISIN LKB015281017 were offered and Perpetual Treasuries
Ltd obtained 69% of the Treasury Bonds that were issued at that
Auction.

In Section 19.3, Section 19.4 and Section 19.5 of Chapter 19, we have examined and
reported on each these Auctions, in detail.

When we report on Issues (a) to (j) on the ‘subjects’ described in Item [1] and ltem [2]
above, we will consider those 10 Auctions and the Treasury Bonds issued at those 10
Auctions.

For the reasons set out earlier, we do not consider it relevant or necessary to consider
the other 117 Auctions where there is no evidence which suggests that there was any
irregularity or impropriety in the conduct of those Auctions.

We will first report on Issues (a) to (j) on the “subject’ described in ltem [1] above -
namely, the “decision making processes” that preceded the “issuance” of Treasury
Bonds [ie: in the Primary Market] during the period from 01st February 2015 to 31st
March 2016. Thereafter, we will report on Issues (a) to (j) on the “subject’ described in
Item [2] above - namely, the “disposal” of Treasury Bonds issued during the period
from 015! February 2015 to 315t March 2016, to “Primary Dealers, Direct Participants or
Dealer Direct Participants.” [ie: in the Secondary Market].

When doing so, we will only refer to the relevant Chapters of this Report [or Sections
in Chapters of this Report] which set out the evidence, determinations and findings,
which are relevant to the Issue which is being considered. We do not consider it
necessary to reiterate those matters here. If a reader of this Report wishes, he or she
could peruse the relevant Chapters of this Report [or Sections in Chapters of this
Report] and obtain a fuller understanding of the background in which we set out our
report on the Issue which is being considered.
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The decisions with regard to the sum of money to be raised by each

issue of Treasury Bonds during this period

There are two decisions which are taken with regard to the sum of money to be
raised by an issue of Treasury Bonds at an Auction.

Firstly, the value of Treasury Bonds which are to be offered at the Auction has
to be decided and then the Notice of the Auction has to be published. Secondly,
once the Auction is closed, the value of Bids which are to be accepted and for
which value Treasury Bonds will be issued, has to be decided.

We will now consider and report on Issues (a) to (i) on the aforesaid subject.

(a)

The management, administration and conduct of affairs of the
Central Bank of Sri Lanka [CBSL] in respect of the matter referred
to in the Schedule to the Presidential Warrant.

Issue (a) requires us to report on ‘the management, administration of and
conduct of affairs of the CBSL” relating to the decisions taken with regard
to: (i) the value of Treasury Bonds which were offered at the Treasury
Bond Auctions held during the period from 01t February 2015 to 31st
March 2016; and (ii) the value of Bids accepted at Treasury Bond
Auctions held during this beriod and for which value Treasury Bonds were
issued.

In Chapter 7 ["Treasury Bills, Treasury Bonds and other Government
Securities”], Chapter 8 [“The Public Debt Department’], Chapter 10
[“Raising Funds for the Government each month”] and Chapter 11 [“The
Primary Market in Treasury Bonds - Auctions and Direct Placements -
the merits and demerits of these two modes of issue”], we have set out a
Report on the manner in which the CBSL issues Treasury Bonds
including the manner in which decisions were taken with regard to: (i) the
value of Treasury Bonds which were offered at the Treasury Bond
Auctions held during the period from 018! February 2015 to 315t March
2016; and (ii) the value of Bids accepted at Treasury Bond Auctions held
during this period and for which value Treasury Bonds were issued.

In Section 19.2, Section 19.3, Section 19.4 and Section 19.5 of Chapter
19, we have examined and reported on the “the management,
administration of and conduct of affairs of the CBSL” with regard to each
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(b)

of the aforesaid 10 Auctions which were identified as requiring a close
scrutiny:

As stated earlier, we do not consider it necessary to reiterate those
matters here. If a reader of this Report wishes, he or she could peruse
Chapter 7, Chapter 8, Chapter 10, Chapter 11 and Section19.2, Section
19.3, Section19.4 and Section 19.5 of Chapter 19.

Whether there has been any malpractice or irregularity, or non-
compliance with or disregard of the proper procedures applicable
in relation to, such management, administration and conduct of
affairs in relation to the matter referred to in the said Schedule,
resulting in damage or detriment to the Government or any statutory
body including the CBSL.

With regard to the aforesaid Auction held on 27t February 2015, as
stated in Section 19.2.5 of Chapter 19:

[1 We have held that, Mr. Mahendran knowingly acted improperly
and wrongfully by intervening in the aforesaid Procedure
established by the CBSL to ensure transparent, proper and
prudent decision-making when accepting Treasury Bonds at
Auction and (i) instructing the PDD to accept Bids to the value of
Rs.10.058 billion, which resulted in the PDD making that
recommendation to the Tender Board; and (ii) instructing Deputy
Governor Samarasiri, who was the Chairman of the Tender Board,
that Bids to the value of Rs.10.058 billion should be accepted;

[2] We have held that, there was no necessity for the CBSL to accept
Bids to the value of Rs. 10.058 billion at the Treasury Bonds
Auction held on 27" February 2015, especially since accepting
Bids to this value resulted in accepting Bids at high Yield Rates
and raising the Weighted Average Yield to 11.7270;

[3] We have held that, the CBSL accepted Bids to the value of
Rs.10.058 billion at the Treasury Bond Auction held on 27t
February 2015, only due to and as a direct result of
Mr. Mahendran’s aforesaid instruction;

[4] We have held that, no decision was taken at the “Breakfast
Meeting” held on 26" February 2015, to raise money for Road
Projects at the Auction of Treasury Bonds held on 27" February
2015 and that, Mr. Mahendran’s claim made to the PDD and
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3]

[6]

(7]

(8]

(9]

Tender Board that, it was necessary to accept Rs. 10 Billion to
meet additional Government fund requirements, has been
demonstrated to be false;

We have held that, Deputy Governors Silva and Weerasinghe
were negligent and were in breach of their responsibilities as
Deputy Governors of the CBSL when, during their visit to the PDD
with Mr. Mahendran, they remained silent and did not counsel
Mr. Mahendran to desist from the aforesaid course of action or, at
the very least, record their opposition to the direction he issued to
the PDD to accept Bids to the value of Rs. 10.058 billion;

We have held that, Deputy Governor Samarasiri was grossly
negligent and in grave breach of the duty and responsibility he
had, as the Chairman of the Tender Board, to ensure that the
Tender Board reached an independent and considered decision,
when he supinely obeyed the instructions given by Mr. Mahendran
to accept Bids to the value of Rs. 10.058 billion. Thereby,
Mr. Samarasiri negated the whole purpose for which the Tender
Board was constituted.

We have held that, as a direct result of Mr. Mahendran’s direction
given to the PDD to accept Bids to the value of Rs. 10.058 billion,
Perpetual Treasuries Ltd obtained Treasury Bonds to an
aggregate value of Rs. 5 billion at low Bid Prices ranging from
97.87800 to 91.99280 and high Yield Rates [Net of Tax] ranging
from 11.5002 to 12.5009, at the Treasury Bond Auction held on
27" February 2015, which were very attractive Bid Prices and
Yield Rates for any Primary Dealer;

We have held that, since Mr. Mahendran perused the Bids
Received Sheet prior to issuing his aforesaid instruction to accept
Bids to the value of Rs. 10.058 billion, Mr. Mahendran knew that,
as a result of his direction, Perpetual Treasuries Ltd would
succeed in obtaining Treasury Bonds at high Yield Rates;

We have determined that, Mr. Mahendran directed that Bids to the
value of Rs. 10.058 billion be accepted at the Treasury Bond
Auction held on 27" February 2015 for the improper and wrongful
collateral purpose of enabling Perpetual Treasuries Ltd to obtain
a high value of Treasury Bonds at that Auction, at low Bid Prices
and high Yield Rates;
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(10]

[11]

[12]

We have held that, Perpetual Treasuries Ltd had ‘“inside
information” [or “price sensitive information”] that, a very large
amount of Bids would be accepted at that Auction;

We have held that, Perpetual Treasuries Ltd acted upon “inside
information” [or “price sensitive information”] when it placed Bids
for an unprecedented value of Rs. 15 billion at an Auction at which
only Rs. 1 billion had been offered;

We have also held that, Mr. Mahendran was the source from which
Perpetual Treasuries Ltd obtained this “inside information” [or
“price sensitive information”);

Accordingly, we have held that, Mr. Mahendran acted wrongfully,
improperly, mala fide, fraudulently and in gross breach of his
duties as Governor of the CBSL when: (i) he instructed that, Bids
to the value of Rs.10.058 billion be accepted at the Treasury Bond
Auction held on 27t February 2015, for the improper and wrongful
collateral purpose of enabling Perpetual Treasuries Ltd to obtain
a high value of Treasury Bonds at that Auction at low Bid Prices
and high Yield Rates; and (ii) when Mr. Mahendran provided
“inside information” [or “price sensitive information”] to Perpetual
Treasuries Ltd that, Bids to a very high value would be accepted
at that Treasury Bond Auction even though only a sum of Rs. 1
billion had been offered at the Auction.

We have further held that, Mr. Mahendran committed the
aforesaid wrongful, improper, mala fide and fraudulently acts
which were in gross breach of his duties as Governor of the CBSL,
with the knowledge of and acting in collusion with Perpetual
Treasuries Ltd.

If a reader of this Report wishes, he or she could peruse Section 19.2.5
of Chapter 19 where we have set out, in detail, the evidence upon which
we made the aforesaid determinations.

With regard to the aforesaid Auctions held on 08" September 2015,
15 September 2015 and 30* October 2015, we have, as stated in

Section 19.3 of Chapter 19, determined that:

[1]

We have not found evidence of any irregularity or impropriety in
conduct of these Auctions and the issue of Treasury Bonds at
these Auctions.
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If a reader of this Report wishes, he or she could peruse Section 19.3 of
Chapter 19 where we have set out the evidence upon which we made
the aforesaid determination.

Our determinations with regard to the Transactions in the Secondary
Market upon Treasury Bonds issued at these Auctions will be considered
when we deal with "subject’ described in ltem [2] above - namely, the
“disposal” of Treasury Bonds issued during the period from 018t February
2015 to 31st March 2016, to “Primary Dealers, Direct Participants or
Dealer Direct Participants.” [ie: in the Secondary Market].

With regard to the aforesaid Auctions held on 05" February 2016, we
have, as stated in Section 19.4 of Chapter 19, determined that:

[1] We have not found evidence of any irregularity or impropriety in
conduct of this Auction and the issue of Treasury Bonds at these
Auction.

If a reader of this Report wishes, he or she could peruse Section 19.4 of
Chapter 19 where we have set out the evidence upon which we made
the aforesaid determination.

Our determinations with regard to the Transactions in the Secondary
Market upon Treasury Bonds issued at this Auction will be considered
when we deal with “subject’ described in Item [2] above - namely, the
“disposal” of Treasury Bonds issued during the period from 015t February
2015 to 31t March 2016, to “Primary Dealers, Direct Participants or
Dealer Direct Participants.” [ie: in the Secondary Market].

With regard to the aforesaid Auctions held on 29 March 2016 as
stated in Section 19.5.6 of Chapter 19:

[1] We have held that, upon a careful consideration of the totality of
the evidence before us, we do not see any ex facie irregularity in
the decision-making process which led to the CBSL accepting
Treasury Bonds with an aggregate value of Rs. 77.732 billion at
the Treasury Bonds Auction held on 29" March 20186.

[2] We have held that, Mr. Arjun Aloysius issued detailed instructions
to Perpetual Treasuries Ltd with regard to the manner in which
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[3]

[4]

(5]

[6]

Perpetual Treasuries Ltd should place Bids at the Treasury Bond
Auctions held on 29t March 2016;

We have held that, Mr. Arjun Aloysius had “inside information” [or
“price sensitive information”] provided to him by a person or
persons within the CBSL as to the likely “Cut Off Rates” up to
which the CBSL would accept Bids at the Treasury Bond Auctions
held on 29t March 2016;

We have held that, Mr. Arjun Aloysius had “inside information” [or
“price sensitive information”] provided to him by a person or
persons at the National Savings Bank and/or Bank of Ceylon or
elsewhere that, the State Banks had been instructed to place Bids
at low Yield Rates and were, therefore, likely place restricted Bids
at the Treasury Bond Auctions held on 29" March 2016;

We have held that, Perpetual Treasuries Ltd used this “inside
information” [or “price sensitive information”}to help Perpetual
Treasuries Ltd obtain a high value of Treasury Bonds bearing ISIN
LKB01025C157, ISIN LKB01226F014 and ISIN LKB01530E152,
at high Yield Rates at the Treasury Bond Auctions held on 29t
March 2016;

We have held that, there are grounds to suspect that, the EPF
placed Bids for very low values at the Treasury Bond Auctions held
on 29" March 2016, in order to help Perpetual Treasuries Ltd
obtain a high value of Treasury Bonds at high Yield Rates and we
have recommended that, this matter be investigated.

As stated earlier, we do not consider it necessary to reiterate those
matters here. If a reader of this Report wishes, he or she could peruse
Section 19.5 of Chapter 19.

With regard to the aforesaid Auctions held on 315t March 2016 as stated in
Section 19.5.8 of Chapter 19:

(1]

We have held that, upon a careful consideration of the totality of
the evidence before us, we do not see any ex facie irregularity in
the decision-making process which led to the CBSL accepting
Treasury Bonds with an aggregate value of Rs. 50.010 billion at
the Treasury Bonds Auction held on 315t March 2016;
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[2]

(3]

We have held that, we have no direct or circumstantial evidence
before us which establishes or suggests that, Perpetual
Treasuries Ltd had “inside information” [or “price sensitive
information”] regarding the “Cut Off Rates” or other relevant details
regarding the decision making process of the CBSL at this
Treasury Bond Auction held on 315t March 2016 or that Perpetual
Treasuries Ltd had “inside information” [or “price sensitive
information”] regarding the instructions given to the three State
Banks at the meeting held, on 30™" March 20186, at the Ministry of
Finance;

We have held that, in view of the fact that Treasury Bonds with
short Tenors were offered at the Auction held on 315t March 2016
and the evidence establishes that, the EPF usually invests in
Treasury Bonds with longer Tenors, we do not regard as unusual,
the fact that, the EPF did not place more Bids at the Treasury Bond
Auction held on 315t March 2016.

As stated earlier, we do not consider it necessary to reiterate those
matters here. If a reader of this Report wishes, he or she could peruse
Section 19.5.8 of Chapter 19.

With regard to the decision taken by Mr. Mahendran, on 27t February 2017, to
suspend or stop Direct Placements, as stated in Section 19.5.8 of Chapter

19:

(1]

(2]

Mr. Mahendran acted improperly and in excess of his authority
when he unilaterally and without the prior approval of the Monetary
Board, directed the suspension or stoppage of Direct Placements
with immediate effect from 27t February 2015;

Mr. Mahendran acted irresponsibly and, in fact, recklessly, when
he suddenly directed the total suspension or stoppage of Direct
Placements on 27t February 2015, without having first instructed
the relevant Departments of the CBSL to study and report on the
workings of the system of Direct Placements and ascertain the
effect which a suspension or stoppage of Direct Placements would
have on the Market and determine the manner in which any
proposed suspension or stoppage of Direct Placements should be
implemented;
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3]

[4]

(5]

[6]

The sudden removal of Direct Placements had a significant impact
on the Market, which by then was well used to the entrenched
practice of CBSL issuing Treasury Bonds through the Direct
Placements window;

The cumulative result of the sudden suspension or stoppage of
Direct Placements and the acceptance of Rs. 10.058 billion at high
Yield Rates of up to 12.5009 and at a Weighted Average Yield
Rate [Net of Tax] of 11.7270% at the Treasury Bond Auction held
on 27" February 2015 coupled with the removal of the Two-Tier
Interest Structure of the overnight Standing Deposit Facility on the
same day, resulted in the rise in Treasury Bond Yield Rates and a
corresponding rise in Interest Rate, for a period of time. However,
following the decision taken by the Monetary Board, on 11t April
2015, to reduce the Interest Rates applied on the overnight
Standing Deposit Facility and the overnight Standing Lending
Facility, Interest Rates and Yield Rates reduced to an extent;

As a result of the suspension and stoppage of the Direct
Placements from 27" February 2015 onwards, the CBSL had no
option, but to resort to Auctions whenever it needed to issue
Treasury Bonds, and raise Public Debt.

This resulted in the CBSL being solely dependent on the Yield
Rates determined by the Market when the CBSL raised funds by
way of Treasury Bonds.

Thus, Mr. Mahendran’s act of suddenly directing the total
suspension or stoppage of Direct Placements on 27" February
2015, has caused grave prejudice to the Government and the
CBSL ability to raise Public Debt at the “lowest possible cost” as
the PDD is required to do in terms of the Operational Manual of
the PDD.

In this connection, although on more than one occasion, after 27t
February 2015, the Monetary Board discussed whether Direct
Placements should be resorted to on a limited basis, the CBSL did
not reintroduce the acceptance of Direct Placements during the
entire period Mr. Mahendran’s tenure as the Governor. Instead,
the CBSL was able to raise the required funds by issuing Treasury
Bonds at Auctions and by means of issuing other Government
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Securities, albeit at the Rates that were determined by those
processes.

"

We also note that, even though, after Dr. Indrajith Coomaraswamy
assumed office as the Governor and the Monetary Board
considered the re-introduction of a type of Direct Placements in
July 2016, the CBSL considered it possible and advisable to
introduce a new system of issuing Treasury Bonds, [which uses
the Auction method as the first “phase” of issuing Treasury Bonds
and includes accepting a type of “Direct Placements” as a possible
later “phase” in specified circumstances], only more than one year
later - ie: in July 2017.

This fact highlights the complexity of the issues involved and the
numerous factors and considerations which must be taken into
account when evaluating the relative merits and demerits of
Auctions vis-a-vis Direct Placements including the comparable
costs of raising Public Debt under the two methods of raising
Public Debt.

In these circumstances, we are of the view that, although the
aforesaid prejudice caused to Government and the CBSL by
Mr. Mahendran’s act of suddenly directing the total suspension or
stoppage of Direct Placements on 27" February 2015, is bound to
be very substantial, we do not consider that a monetary loss can
be reliably computed due to the many variables and due to the
numerous intervening circumstances, which have occurred since
27" February 2015.

[7] Here again, Deputy Governors Silva and Weerasinghe were
negligent and failed to fulfill their responsibilities as Deputy
Governors by remaining silent when they heard the direction
issued by Mr. Mahendran to suspend or stop Direct Placements.
Deputy Governors Silva and Weerasinghe were duty bound to
advise Mr. Mahendran that, it was not advisable to suddenly stop
practice of accepting Direct Placement. If their advice was
disregarded by Mr. Mahendran and he, nevertheless, insisted on
issuing that direction, Deputy Governors Silva and Weerasinghe
should have recorded their oppaosition.

(c) Whether any contractual obligations relating to the matter referred
to in the said Schedule, have been entered into or carried out,
fraudulently, recklessly, negligently or irresponsibly, resulting in
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damage or detriment to the Government or any statutory body
including the CBSL.

(1] When reporting on Issue (b) above, we have held that, at the
Treasury Bond Auction held on 27' February 2015:

(1)

(1)

(1)

(V)

Mr. Mahendran acted wrongfully, improperly, mala fide,
fraudulently and in gross breach of his duties as
Governor of the CBSL when: (i) he instructed that, Bids
to the value of Rs.10.058 billion be accepted at the
Treasury Bond Auction held on 27™ February 2015, for
the improper and wrongful collateral purpose of
enabling Perpetual Treasuries Ltd to obtain a high value
of Treasury Bonds at that Auction at low Bid Prices and
high Yield Rates; and (ii) when Mr. Mahendran provided
“inside information” [or “price sensitive information”] to
Perpetual Treasuries Ltd that, Bids to a very high value
would be accepted at that Treasury Bond Auction even
though only a sum of Rs. 1 billion had been offered at
the Auction.

Mr. Mahendran committed the aforesaid wrongful,
improper, mala fide and fraudulently acts which were in
gross breach of his duties as Governor of the CBSL,
with the knowledge of and acting in collusion with
Perpetual Treasuries Ltd.

There was no necessity for the CBSL to accept Bids to
the value of Rs. 10.058 billion at the Treasury Bonds
Auction held on 27" February 2015, especially since
accepting Bids to the value of Rs. 10.058 billion resulted
in accepting Bids at high Yield Rates and

The CBSL accepted Bids to the value of Rs.10.058
billion at the Treasury Bond Auction held on 27t
February 2015 and issued 30 Year Treasury Bonds to
the Face Value of Rs. 10.058 billion at this Auction, only
due to and as a direct result of Mr. Mahendran’s
aforesaid instruction;
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(d)

(e)

[2]

In Section 19.2.15, we have determined that, the Government
suffered an avoidable loss of Rs. 688,762,100/- as a direct result
of Mr. Mahendran’s intervention in the Treasury Bond Auction held
on 27" February 2015 and the instructions he gave to both the
PDD and the Tender Board that Bids to be value of Rs. 10.058
billion must be accepted at the Auction;

Whether there has been non-compliance with, or disregard of, the
proper procedure applicable to the calling of tenders or the entering
into of agreements or contracts relating to the matter referred to in
the said Schedule, on behalf of the Government.

This issue has been answered in our Report on Issues (a),(b) and (c)

above.

Whether such non-compliance with, or disregard of proper
procedures in respect of the matter referred to in the said Schedule,
has resulted in the improper or irregular or discriminatory award of
any such tender for the sale of Treasury Bonds referred to in the
said Schedule.

[1]

[2]

When reporting on Issue (b) above, we have held that, at the
Treasury Bond Auction held on 27" February 2015,
Perpetual Treasuries Ltd obtained Treasury Bonds to an
aggregate value of Rs. 5 billion at low Bid Prices and high Yield
Rates, at the Treasury Bond Auction held on 27t February 2015,
as a direct result of Mr. Mahendran acting wrongfully, improperly,
mala fide, fraudulently and in gross breach of his duties as
Governor of the CBSL when he instructed that, Bids to the value
of Rs.10.058 billion be accepted at the Treasury Bond Auction
held on 27" February 2015;

When reporting on Issue (b) above, we have held that, at the
Auctions held on 29" March 2016, Perpetual Treasuries Ltd
used “inside information” [or “price sensitive information”] to help
obtain a high value of Treasury Bonds bearing ISIN
LKB01025C157, ISIN LKB01226F014 and ISIN LKB01530E152,
at high Yield Rates.
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(9)

Whether proper procedures and adequate safequards have been
adopted to ensure that the matter referred to in the said Schedule
resulted in obtaining the optimum price or benefit for the
Government.

This issue has been answered in at the commencement of this Chapter
and in our Report on Issues (a),(b) and (c) above.

The person or persons responsible for any act, omission or
conduct, which has resulted in such damage or detriment to the
Government or any statutory body including the CBSL, in respect
of the matter referred to in the said Schedule.

(1]

(2]

With regard to the Treasury Bond Auction held on 27t
February 2015, as set out in Section 19.2.15 of Chapter 19, we
have determined that, the Government of Sri Lanka suffered an
avoidable loss of Rs. 688,762,100/- as a direct result of
Mr. Mahendran’s intervention in the Treasury Bond Auction held
on 27" February 2015 and the instructions he gave to both the
PDD and the Tender Board that Bids to be value of Rs. 10.058
billion must be accepted at the Auction.

We have also determined that, Mr. Mahendran is liable and
responsible for this loss.

Further, we have determined that, since Mr. Mahendran directed
that Rs. 10.058 billion be accepted for the improper, wrongful and
mala fide collateral purpose of enabling Perpetual Treasuries Ltd
to obtain a high value of Treasury Bonds at that Auction, at low
Bid Prices and high Yield Rates and Mr. Mahendran provided
“inside information” [‘price sensitive information”] to Perpetual
Treasuries Ltd, which Perpetual Treasuries Ltd used to its benefit
at the Treasury Bonds Auction held on 27" February 2015,
Perpetual Treasuries Ltd is also liable and responsible for this loss
Rs. 688,762,100/-.

Accordingly, we hold that, the person or persons directly
responsible for the damage or detriment caused to the
Government by way of the aforesaid loss of Rs. 688,762,100/- as
a result of the Transactions which took place at the Treasury Bond
Auction held on 27" February 2017, are:
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[3]

(3]

1. Mr. Arjuna Mahendran.
2. Perpetual Treasuries Ltd.

We also hold that the following persons are responsible for the
aforesaid damage or detriment caused to the Government:

1. Mr. Arjuna Aloysius.
2. Mr. Kasun Palisena.

In this connection, we wish to state that, as set out in Chapter 15,
the evidence before us establishes that, Mr. Geoffrey Aloysius and
Mr. Arjun Aloysius are the sole owners of the ultimate Holding
Company of Perpetual Treasuries Ltd and have been, jointly, the
sole beneficial owners of Perpetual Treasuries Ltd during the
entire period of our Mandate and had the ultimate control of
Perpetual Treasuries Ltd during the period of our Mandate.

Further, as set out in Chapter 15, Mr. Arjun Aloysius and
Mr. Kasun Palisena were in control of the day-to-day operations
and transactions of Perpetual Treasuries Ltd, during the period of
our Mandate and can be, properly, considered to be the persons
who have primary responsibility for the actions of Perpetual
Treasuries Ltd, during that period.

Therefore, we consider it reasonable, proper and lawful to hold
that, as the two persons in control of the day to day operations and
transactions of Perpetual Treasuries Ltd, during the period of our
Mandate and the persons who have primary responsibility for the
actions of Perpetual Treasuries Ltd, during that period, Mr. Arjun
Aloysius and Mr. Kasun Palisena are responsible for the aforesaid
damage or detriment caused to the Government;

Further, as also set out in Chapter 15, we are of the view that,
Mr. Geoffrey Aloysius has a measure of responsibility for the
actions carried out by Perpetual Treasuries Ltd, since he
functioned as the Chairman of the Board of Directors of Perpetual
Treasuries Ltd during the period of our Mandate and since he was
the one of the two beneficial owners of Perpetual Treasuries Ltd
and the beneficial recipient of the Dividends paid by Perpetual
Treasuries Ltd.
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(h)

(6]

In this connection, we note that, the Guidelines to the Code of
Conduct for Primary Dealers, which was referred to earlier, state
that. “The board of directors and management are fully
responsible for the firm’s operations, including the development,
implementation and on-going effectiveness of the firm’s
compliance, risk management and internal controls systems and
for the adherence by the directors and the employees to the
standards sets.”.

However, we do not make a determination adverse to
Mr. Geoffrey Aloysius here because we have not heard his
evidence which is relevant to this Issue;

With regard to the Treasury Bond Auctions held on 29t" March
2016, as set out in Section 19.5.11 of Chapter 19, Perpetual
Treasuries Ltd has benefitted by receiving and using the “inside
information” [“price sensitive information”} at the Treasury Bond
Auction on 29t March 2016 and we are of the view that, the extent
to which Perpetual Treasuries Ltd gained and benefitted from the
aforesaid “inside information” [or “price sensitive information”]
should be estimated and be recovered from Perpetual Treasuries
Ltd and its beneficial Owners.

Whether any inquiry or probe into the matter referred to in the said
Schedule had been obstructed or prevented in any manner,
resulting in damage or detriment to the Government or any statutory
body including the CBSL, and if so, the person or persons
responsible for such obstruction.

Upon a consideration of the evidence placed before us and a survey of
the sequence of events that transpired during the period of our Mandate,
we set out a brief report on the aforesaid Issue, with regard to the

Treasury Bond Auction held on 27t February 2015:

(1]

We note that, in the aftermath of the Treasury Bond Auction held
on 27t February 2015, there was considerable concern and
controversy in the public domain regarding this Auction and the
fact that, Perpetual Treasuries Ltd had obtained Treasury Bonds
to the value of Rs. 5 billion at this Auction and Mr. Mahendran’s
son-in-law was closely associated with Perpetual Treasuries Ltd;
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[2]

[3]

[4]

(5]

[€]

[7]

We are of the view that, in the face of this situation, Mr. Mahendran
had a duty to promptly ensure that, an independent and competent
Inquiry was carried out into this Auction and a comprehensive
Report of that Inquiry was submitted to the Monetary Board and,
for that matter, to the Government;

In our view, Mr. Mahendran’s failure to do so was in gross breach
of his duties as the Governor of the CBSL, was grossly negligent
and raises the inference that he did not wish this Auction to be
inquired into;

We find that, despite the considerable concern and controversy in
the public domain regarding this Auction, the other members of
the Monetary Board at the time —namely, Dr. R.H.S. Samaratunga
and Ms. Mano Ramanathan - have not suggested that, an Inquiry
be held with regard to with regard to the Treasury Bond Auction
held on 27" February 2015. We are of the view that, they were
negligent, when they omitted to do so;

As stated in Section 19.2.8 of Chapter 19, we have held that,
Mr. Mahendran and Deputy Governor Samarasiri have
deliberately and mala fide misled the Hon. Prime Minister and
suppressed material facts and misrepresented the factual position
when, sometime in early March 2015, Mr. Mahendran and Deputy
Governor Samarasiri reported the facts and events relating to the
Treasury Bond Auction held on 27t February 2015, to the Hon.
Prime Minister, prior to his making a Statement in Parliament on
17t March 2015;

While we do not, for even a moment, presume to make any
pronouncement on events that transpired in Parliament, we
consider that, Hon. Prime Minister would have been better
advised, if he had independently verified what had happened at
the CBSL on 27™ February 2015, before making any statement,
placing reliance on what was held out to him by Mr. Mahendran
and Deputy Governor Samarasiri;

We are of the view that, the three person “Pitipana Committee”,
[comprising of three senior and reputed Attorneys-at-Law] which
was appointed by the Hon. Prime Minister to inquire into and report
on this Auction, did not possess technical knowledge or practical
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8]

[9]

knowledge in the considerably complex arena of Government
Securities and Public Debt

Although, we see that, the Hon. Prime Minister has sought to
supplement that lack of expertise by ensuring that, the members
of the “Pitipana Committee” had the assistance of Dr. W.A.
Wijewardena [a former Deputy Governor of the CBSL] with regard
to the technical aspects of the matter being inquired into, we
consider that, a more effective Inquiry could have been done if the
“Pitipana Committee” also had members who had knowledge and
experience in the technical and practical aspects of the matter
being inquired into;

We note that, the Report of the “Pitipana Committee” did not
determine that, there was any impropriety in the conduct of the
Treasury Bond Auction held on 27t February 2015 and that,
consequently, Mr. Mahendran [who had been on leave pending
the completion of the Inquiry of the “Pitipana Committee” and the
submission of its Report] resumed duties as Governor of the CBSL
when there was no finding of impropriety.

We consider that, the position may have been different if the
Committee or other body which carried out this Inquiry had the
benefit of members who had knowledge and experience in the
technical and practical aspects of the matter being inquired into;

In any event, soon thereafter, Parliament has resolved to inquire
into the Treasury Bond Auction held on 27% February 2015
through the COPE of the Seventh Parliament and, later, the COPE
of the Eighth Parliament.

That process of Inquiry by Parliament was completed only in
October 2016.

In the meantime, since no finding of impropriety or bad faith had
been made against him, Mr. Mahendran continued to serve as
Governor of the CBSL until his term ended on 30" June 2016 and
he was not re-appointed.

While we are fully cognizant that, Parliament has supreme
authority and control over Public Finance and matters related
thereto, we are of the view that, Inquiries into highly technical and
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complex matters such as the issue of Government Securities and
the raising of Public Debt, are more effectively and completely
carried out by an Investigative Committee or an Investigative
Tribunal which has some legal training and knowledge of the Law
and, importantly, is equipped with knowledge and experience in
the technical and practical aspects of the matter being inquired
into or has the ability to effectively draw on the resources of
persons who have such knowledge and experience;

With regard to the Treasury Bond Auctions held on 29t March 2016
and 315t March 2016:

[1]

[2]

[3]

We have held that, at the time the PDD submitted, to the Monetary
Board, the PDD’s Report on the Treasury Bond Auctions held on
24" March 2016, 29" March 2016 and 31st March 2018, it is very
likely that, Mr. Sarathchandra, the Superintendent of Public Debt
and the other senior officers of the PDD had been informed, by
Participants in the Market, of these meetings and the instructions
given to the State Banks at the meetings held at the Ministry of
Finance on 28" March 2016 and 30 March 2016;

We have held that, in this background, it is likely that, Mr.
Sarathchandra and senior officers of the PDD who prepared the
Board Paper, have omitted referring to these events in the Board
Paper which the PDD submitted to the Monetary Board:;

We have held that, this is a cause for grave concern and that the
CBSL should investigate this incident and ascertain whether
material facts have been suppressed from the Monetary Board
and, if considered necessary, take appropriate disciplinary action
against the officers concerned.

The procedures which should be adopted in the future to ensure
that matters such as those referred to in the said Schedule are
carried out with transparency and with proper accountability with a
view to securing the optimum price or benefit for the Government.

[1]

As stated in Chapter 31, the CBSL has recently introduced a new
Three-Phase System for the issue of Treasury Bonds.
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(i)

0

[2]

This System is still relatively new and the CBSL will, no doubt,
continue to review the efficiency, transparency and security of this
new System, as it is being used and fine tune this System, if
necessary;

In Chapter 33, we have made several recommendations which are
relevant to Issue (i).

Whether there has been any misuse or abuse of power, influence,
interference, fraud, malpractices, nepotism or any act or omission
connected with corrupt activity in relation to the matter referred to
the said Schedule.

This issue has been answered in our Report on Issues (a),(b) and (c)
above.

The decisions with regard to the Rate of Interest payable on Treasury

Bonds issued during this period or the method by which this Rate of

Interest is determined

Our report with regard to Issues (a) to ((j), is set out below:

(1]

[2]

As stated in Chapter 7, in terms of Section 4 (1) of the Registered
Stock and Securities Ordinance, the Minister of Finance is
required to make an Order specifying, inter alia, the Rate of
Interest payable on a Treasury Bond.

That Rate of Interest is known as the “Coupon Rate” of a Treasury
Bond;

As stated in Chapter 5, the evidence establishes that, the “Coupon
Rate” of a Treasury Bond to be issued - je: the fixed Rate of
Interest payable by the Government on the face value of the
Treasury Bond - is determined by the senior Officers of the PDD
together with the Domestic Debt Management Committee. The
Assistant Governor and Deputy Governor supervising the PDD
are kept advised of the “Coupon Rate” decided by the PDD and
could intervene and require an amendment, if they consider it
necessary to do so. The Monetary Board is advised of the
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(iii)

3]

(4]

[5]

“Coupon Rate” later when the Monetary Board is advised of the
issue of the Treasury Bond;

As stated in Chapter 5, the evidence establishes that, the PDD
decides on the “Coupon Rate” based on the CBSL'’s prevailing
Debt Management Policies, the Tenor of the Treasury Bond, and
prevailing Market Conditions;

The evidence before us does not suggest that, there was any
error, irregularity or impropriety in the decisions taken with regard
to the “Coupon Rates” decided in relation to the Treasury Bonds
issued during the period from 01st February 2015 to 315t March
2016;

The evidence before us establishes that, the CBSL has not
specified Guidelines for the manner in which the PDD should
determine the “Coupon Rate” of Treasury Bonds which are to be
issued or set up a Procedure which governs how the “Coupon
Rate” is to be decided and approved by senior Management.

We have recommended that such Guidelines be formulated.

The decisions with regard to the dates on which Interest is payable on

Treasury Bonds issued during this period

Our report with regard to Issues (a) to (j), is set out below:

[1]

(2]
3]

In terms of Section 4 (1) of the Registered Stock and Securities
Ordinance, the Minister of Finance is required to make an Order
specifying, inter alia, the Dates on which Interest will be paid on a
Treasury Bond;

Interest is paid half yearly [six monthly] on Treasury Bonds;

There is no element of discretion in this regard,;
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(iv)

(v)

The decisions with regard to Rates at which, and the periods at the end
of which, appropriation out of the Consolidated Fund and Assets of Sri
Lanka shall be made as a Contribution to a Sinking Fund established for
the purpose of redeeming Treasury Bonds issued during this period and
the date from which such Contributions shall commence

Our report with regard to Issues (a) to (j), is set out below:

[1] As stated in Chapter 7, Sections 3 and 22 of the Registered Stocks and
Securities Ordinance stipulates that, the Principal Sums and Interest
payable upon Treasury Bonds are charged to and are paid from the
Consolidated Fund and Assets of Sri Lanka and that, the Proceeds of the
issue of Treasury Bonds shall be paid into the Treasury;

[2] Sections 27, 28, 29, 30, 30A, 31, 32, 33 and 33 A of the Registered Stock
and Securities Ordinance provide for the establishment and maintenance
of a “Sinking Fund” to fund the redemption in respect of Treasury Bonds;

[3] However, as stated in Chapter 7, the evidence before us makes it
apparent that, a “Sinking Fund” has not been operated for many years;

[4] As stated in Chapter 7, we have assumed that, in view of the evidence
before us , at some point in time in the past, a Declaration would have
been made by a Minister of Finance, under Section 33A of the Registered
Stock and Securities Ordinance, to the effect that, no contributions are to
be made to a “Sinking Fund” out the Consolidated Fund and Assets of
Sri Lanka to provide for the redemption of Treasury Bonds and that,
instead, provision is to be made in the Appropriation Act, for the
redemption of Treasury Bonds.

The decisions with regard to the dates of redemption of Treasury Bonds
issued during this period.

Our report with regard to Issues (a) to (j), is set out below:

[1] As stated in Chapter 7, in terms of Section 4 (1) of the Registered Stock
and Securities Ordinance, the Minister of Finance is required to make an
Order specifying, inter alia, the Date of Redemption of a Treasury Bond;
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(2]

[3]

[4]

(8]

The Date of Redemption is the date on which a Treasury Bond matures
and the Government must pay the face value of that Treasury Bond to
the Holder;

The period of time from the date of issue of the Treasury Bond to the date
it matures and the Government must pay the face value of that Treasury
Bond to the Holder, is referred to as the Tenor of the Treasury Bond;

As stated in Chapter 5, the evidence establishes that, the PDD decides
the Tenor of the Treasury Bond to be issued. The Assistant Governor
and Deputy Governor supervising the PDD are kept advised of the
Tenors of Treasury Bonds as decided by the PDD and could intervene
and require an amendment, if they considered it necessary to do so. The
Monetary Board is, usually, advised of the Tenors of the Treasury Bonds
when the Monetary Board is later advised of the issue of the Treasury
Bonds;

The evidence before us does not suggest that, there was any error,
irregularity or impropriety in the decisions taken with regard to the Tenors
of the Treasury Bonds issued during the period from 015t February 2015
to 31%t March 2016.

The “disposal”’ of the Treasury Bonds issued during the period from 01%

February 2015 to 31%* March 2016, to “Primary Dealers, Direct Participants or
Dealer Direct Participants.” [ie: in the Secondary Market]

Our report with regard to Issues (a) to ((j), is set out below:

[1]

(2]

The evidence placed before us with regard to the Transactions on
Treasury Bonds in the Secondary Market, indicated irregularities only
with regard to the Transactions entered into by or on behalf of Perpetual
Treasuries Ltd;

Perpetual Treasuries Ltd's Transactions upon Treasury Bonds in the
Secondary Market during the period relevant to our Mandate were
concentrated on Transactions upon Treasury Bonds bearing the
following seven ISIN LKB03045C013, LKB015281017, LKB02541A016,
LKB0O1530E152, LKB01226F014, LKB01025C157 and LKB02035C155;
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[3]

[4]

(3]

(6]

[7]

[8]

[}

The Total Net Cash Inflows received [monetary gains made] by Perpetual
Treasuries Ltd from all Sales of Treasury Bonds bearing the aforesaid
ISINs [which were issued during the period from 015t February 2016 to
31t March 2016], during the period relevant to our Mandate, aggregate
to Rs.11,145,221,479/99/-;

The Total Net Cash Inflows received [monetary gains made] by Perpetual
Treasuries Ltd from the Sales of Treasury Bonds bearing the aforesaid
ISINs [which were issued during the period from 015t February 2016 to
31t March 2016], to the EPF and other Statutory Bodies and Government
Institutions, during the period relevant to our Mandate, aggregate to
Rs. 8,5629,964,495/61/-;

Only Rs.2.615 billion of the aforesaid Net Cash Inflow received by
Perpetual Treasuries Ltd, accrued from the Sale of Treasury Bonds
private entities. The entirety of the balance sum of Rs. 8.529 billion
accrued to Perpetual Treasuries Ltd from the sale of Treasury Bonds to
the EPF and other Statutory Bodies and Government Institutions;

The evidence establishes that, Perpetual Treasuries Ltd has made the
major part of its Profits by using “inside information” [“price sensitive
information™] and “market manipulation”;

It is reasonable to take the view that, the estimated Total Net Cash
Inflows [monetary gains] aggregating to Rs. 8,529,964,495/61/- received
or made by Perpetual Treasuries Ltd from the Sales of Treasury Bonds,
to the EPF and other Statutory Bodies and Government Institutions,
during the period relevant to our Mandate, has been made by using
“inside information” [‘price sensitive information”] and by “market
manipulation”;

We are of the view that, in the aforesaid circumstances, Perpetual
Treasuries Ltd has knowingly violated and acted in breach of the
provisions of the Code of Conduct for Primary Dealers, which has been
issued by the CBSL under and in terms of the Regulations issued under
the Registered Stock and Securities Ordinance No. 7 of 1937;

We are of the view that, the quantum of the sum to which Perpetual
Treasuries Ltd gained from “inside information” [‘price sensitive
information”] and “market manipulation”, can be reasonably estimated at
Rs. 8,529,964,495/61/-;
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[10]

We are of the view that, in the aforesaid circumstances, the Hon. Attorney
General or other appropriate authorities should consider whether
Perpetual Treasuries Ltd is liable for prosecution for an offence in terms
of the aforesaid S: 56A(1) of the Registered Stock and Securities
Ordinance and, in the event of a conviction being entered by a learned
Magistrate after Summary Trial, Perpetual Treasuries Ltd could be held
liable to a fine equivalent to twice the value of that sum or in such other
sum as the Court may determine.

We are also of the view that, the evidence placed before us establishes
that, Mr. Arjun Aloysius and Mr. Kasun Palisena were both parties to and
directly responsible for the aforesaid violation and breach of the Code of
Conduct for Primary Dealers, by Perpetual Treasuries Ltd and, therefore,
fall within the scope of the description “every person who at the time of
the commission of the offence was a director or an officer of the body
corporate shall be deemed to be guilty of that offence.” in Section 56B of
the Registered Stock and Securities Ordinance No. 7 of 1937.

ket &
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CHAPTER 23

PERPETUAL TREASURIES LTD’S PROFITS AND HOW THEY WERE MADE

Arjun Aloysius and Perpetual Treasuries Ltd

As stated earlier, Mr. Geoffrey Aloysius and Mr. Arjun Aloysius have been, jointly, the
sole beneficial owners of Perpetual Treasuries Ltd during the entire period of our
Mandate.

Further, as stated earlier, Mr. Arjun Aloysius, together with Mr. Kasun Palisena
controlled the day-to-day operations of Perpetual Treasuries Ltd and have

responsibility for the Transactions of Perpetual Treasuries Ltd during the period of our

Mandate.

After hearing the evidence of approximately 50 witnesses and in view of the evidence
then before us with regard to the Transactions entered into by Perpetual Treasuries
Ltd including Recordings of Telephone Conversations and other matters which related
to Mr. Aloysius's actions and conduct and his relationship with several persons which
were of concern to the Commission of Inquiry, we issued Summons requiring Mr. Arjun
Aloysius to appear before us and give evidence on 11" September 2017.

On that day, learned President's Counsel appeared for Mr. Arjun Aloysius and
submitted that, his client objects to giving evidence on the basis that, Mr. Aloysius is
likely to incriminate himself if he gives evidence. Learned President’'s Counsel went on
to state that, if Mr. Aloysius gives evidence, there is every possibility of a charge or
indictment being made against Mr. Aloysius. Learned President’'s Counsel submitted
that, compelling his client to give evidence may prejudice his client’s right to a fair trial
in the event of him being prosecuted for an offence or offences.

Learned President’s Counsel submitted that, in those circumstances, his client cannot
be compelled to give evidence against his wishes, due to the operation of the
established Principle of the Law that, a person who is accused of an offence cannot be
compelled to give evidence.

After very careful consideration, we held that, in view of the established Principles of
Law which we considered are relevant to the Proceedings before us, we should not
compel Mr. Arjun Aloysius to give evidence if he is unwilling or refuses to do so. We
were of the view that, the Rule of Law must take precedence over any considerations
of public interest or other considerations.
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In those circumstances, we delivered an Order holding that, we cannot compel
Mr. Aloysius to give evidence if he refuses to do so for the reasons stated by his
Counsel.

At the same time, we advised learned President’'s Counsel that, in our view,
Mr. Aloysius should give evidence and use that opportunity to seek to explain matters
that were relevant to the evidence placed before us.

We specifically requested learned President's Counsel to carefully consider and
explain to Mr. Arjun Aloysius, the implications and consequences of not giving evidence
and seeking to give his explanation with regard to the evidence that was before us.

However, on the next day, presumably after such consideration and advice, learned
President’'s Counsel stated that, Mr. Aloysius refuses to give evidence for the reasons
submitted by learned President’s Counsel.

We then took the precautionary step of asking Mr. Arjun Aloysius to come before us
and we asked whether he refused to give evidence and whether he knew the
implications and consequences of not giving evidence and seeking to give his
explanation with regard to the evidence that was before us. Mr. Aloysius replied in the
affirmative to both questions asked by the Commission of Inquiry.

In these circumstances, we have no hesitation is arriving at such determinations
against Mr. Arjun Aloysius, as are established by the evidence place before us. In this
connection, we consider that we are amply justified in applying the rationale
encapsulated in the well-known “Ellenborough dictum”.

It is evident to us that, Mr. Arjun Aloysius and Mr. Kasun Palisena were in control of
the day to day operations and transactions of Perpetual Treasuries Ltd, during the
period of our Mandate and can be, properly, considered to be the persons who have
primary responsibility for the actions of Perpetual Treasuries Ltd, during that period.

Perpetual Treasuries Ltd’s modus operandi

As stated earlier, Perpetual Treasuries Ltd made a Net Profit of Rs.5.124 billion in the
Financial Year ended 31st March 2016 and a Net Profit of Rs. 6.365 billion in the
Financial Year ended 315t March 2017.

It is necessary to ascertain the method by which Perpetual Treasuries Ltd made these
phenomenal Profits.

A perusal of the results of the Treasury Bond Auctions show that, as previously stated,
Perpetual Treasuries Ltd used “inside information” [‘price sensitive information”] to
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obtain very high values of Treasury Bonds at low prices and very attractive Yield Rates
at the Treasury Bond Auctions held on 27" February 2015 and 29" March 2015.

Further, a perusal of the results of Treasury Bond Auctions held during the period of
our Mandate shows that, Perpetual Treasuries Lid often succeeded in obtaining
Treasury Bonds at Auctions at attractive Prices and Yield Rates.

As a result, Perpetual Treasuries Ltd was able to acquire a substantial value of
Treasury Bonds, at attractive Prices and Yield Rates, at Auctions held during the period
of our Mandate.

This gave Perpetual Treasuries Ltd leverage to profitably trade on these Treasury
Bonds at high Prices and low Yield Rates, when the opportunity to do so arose.

As observed in Chapter 20, the Profits made by Perpetual Treasuries Ltd accrued from
Trading on these Treasury Bonds in the Secondary Market.

As observed in Chapter 20, the evidence establishes that, the Total Net Cash Inflows
received [monetary gains made] by Perpetual Treasuries Ltd from all Sales of Treasury
Bonds bearing the seven specified ISINs, during the period relevant to our Mandate,
aggregate to Rs.11,145,221,479/99/-.

Further, as observed in Chapter 20, the evidence establishes that, the estimated Total
Net Cash Inflows received [monetary gains made] by Perpetual Treasuries Ltd from
the Sales of Treasury Bonds bearing the aforesaid ISINs, to the EPF and other
Statutory Bodies and Government Institutions, during the period relevant to our
Mandate, aggregate to Rs. 8,529,964,495/61/-.

We note that, the evidence before us establishes that:

(1) At meetings held at the Ministry of Finance, prior to the Treasury Bond
Auctions held on 29t March 2016 and 315t March 2016, the officers of the
three State Banks were directed to bid at low Yield Rates at these Auctions,
by the Minister of Finance, and that the State Banks did so;

(i) The Recordings of the Telephone Conversations between Mr. Arjun Aloysius
and Mr. Kasun Palisena on 29™ March 2016 make it clear that, Perpetual
Treasuries Ltd received “inside information” [“price sensitive information”]
from a source within the PDD or the CBSL with regard to the “Cut Off Rates”
and other relevant details regarding the Treasury Bond Auctions held on 29t
March 2016 including the fact that the State banks had been directed to bid
at low Yield Rates;
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(i)

(iv)

(v)

(vi)

The Recordings of the Telephone Conversations between Mr. Arjun Aloysius
and Mr. Kasun Palisena on 29" March 2016 make it clear that, neither Mr.
Aloysius or Mr. Palisena considered it unusual that Mr. Aloysius possessed
such “inside information” [“price sensitive information™].

That raises a strong inference that there was a pattern of Perpetual
Treasuries Ltd receiving “inside information” [“price sensitive information”]
from the PDD or elsewhere in the CBSL,

The Data extracted from Mr. Aloysius’s mobile phone establishes
that, Mr. Aloysius was in frequent telephonic contact with one or more key
officers of the PDD [due to the fact that, this evidence was presented just
before Hearings were terminated in order to prepare this Report and,
therefore, these persons did not have an opportunity to provide an
explanation with regard to such evidence, we do not name that officer or
officers of the PDD in this Report];

The document marked “C250” and other evidence conclusively establishes
that, Perpetual Treasuries Ltd has, in the vast majority of instances, sold
Treasury Bonds to the EPF and other Statutory Bodies, at Yield Rates which
were much lower than the Yield Rates at which Perpetual Treasuries Ltd
sold comparable Treasury Bonds to private entities, in the Secondary
Market;

The documents marked “C252” to “C260” establish that, Perpetual
Treasuries Ltd has deliberately misrepresented, to the CBSL, the details of
the Transactions which Perpetual Treasuries Ltd had entered into and the
Prices at which these Transactions were done.

Perpetual Treasuries Ltd has misrepresented these details and Prices on
266 days during the period relevant to our Mandate - jie: approximately 70%
of the related Reports submitted by Perpetual Treasuries Lid to the CBSL
misrepresented details and Prices of Transactions entered into by Perpetual
Treasuries Ltd.

These misrepresentations made by Perpetual Treasuries Ltd resulted in the
CBSL receiving a false picture of the Yield Rates at which Perpetual
Treasuries Ltd carried out its Transactions. The CBSL has acted on those
incorrect Yield Rates when publishing Yield Rates in the Secondary Market
and assessing the value of Transactions done in the Secondary Market. That
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(vii)

(viif)

(ix)

(x)

was especially so, due to the high volume of Transactions reported by
Perpetual Treasuries Ltd,;

Perpetual Treasuries Ltd has used the aforesaid misrepresentations made
to the CBSL, to the benefit of Perpetual Treasuries Ltd, when trading on the
Secondary Market; '

The evidence establishes that, Perpetual Treasuries Ltd frequently used the
device of “switching” Purchases and Sales of Treasury Bonds through
“Intermediaries” [such as Pan Asia Bank Banking Corporation PLC, DFCC
Bank and Wealth Trust Securities Ltd] to disguise the fact that, real
Transactions were between Perpetual Treasuries Ltd and the EPF or other
Statutory Bodies;

The evidence establishes that, in the case of several of the Transactions
between Perpetual Treasuries Ltd and the EPF which were “switched”
through Pan Asia Bank Banking Corporation PLC, the Prices at which EPF
bought or sold Treasury Bonds had been “fixed” by Perpetual Treasuries Ltd;

The Letter marked “C186” and other evidence establishes that, Perpetual
Treasuries Ltd and the EPF and other Statutory Bodies entered into a series
of Transactions by which a quantity of Treasury Bonds were repeatedly
bought and sold between the two parties, in the Secondary Market, to the
monetary advantage of the Perpetual Treasuries Ltd,;

The letter marked “C186” and other evidence establishes that, following the
Treasury Bond Auctions held in September and October 2015, Perpetual
Treasuries Ltd entered into a series of Transactions by which Perpetual
Treasuries Ltd sold Treasury Bonds to the EPF and other Parties and then
bought those Treasury Bonds back from those same Parties at low Prices
[high Yield Rates] and then resold the Treasury Bonds to the same Parties
and then bought the Treasury Bonds back from the same Parties at even
lower Prices [higher Yield Rates Rate].

The EPF Deal Tickets relating to these Transactions produced in evidence,
show that, the EPF has sold Treasury Bonds from the EPF’'s “Trading
Portfolio” at a low Prices [high Yield Rates] and bought back comparable
Treasury Bonds to its “Hold to Maturity Portfolio”, a few days later, at
significantly higher Prices [lower Yield Rates].

818

235



(xi)

(xii)

A Similar series of Transactions took place following the Treasury Bond
Auction held on 28" January 2016 and in February 2016.

Another instance is the series of Transactions which took place following the
Treasury Bond Auction held in March 2016.

The document marked “C273”, which sets out a Capital Gains Summary
prepared by Perpetual Treasuries Ltd, establishes that, Perpetual Treasuries
Ltd made its highest Capital Gains in the months of June 2015, November
2015, January 2016, April 2016 and May 2016.

Thus, in June 2015, Perpetual Treasuries Ltd made a Capital Gain of
Rs 749.6 million, in November 2015, Perpetual Treasuries Ltd made a
Capital Gain of Rs 2.607 billion, in January 2016, Perpetual Treasuries Ltd
made a Capital Gain of Rs 983,790 million, in April 2016, Perpetual
Treasuries Ltd made a Capital Gain of Rs 2.561 billion and in May 2016
Perpetual Treasuries Ltd made a Capital Gain of Rs 2.091 million.

Thus, the Capital Gains made by Perpetual Treasuries Ltd in the aforesaid
five months amount to Rs. 8.993 billion out of total Capital Gains of
Rs. 11.595 billion made by Perpetual Treasuries Ltd from April 2015 to
September 2016.

These facts suggest that, a major part of the Profits of Perpetual Treasuries
Ltd were made by means of Transactions such as the aforesaid series of
Transactions set out in the letter marked “C186” where Perpetual
Treasuries Ltd sold Treasury Bonds to the EPF and then bought those
Treasury Bonds back from the EPF at a low Price [high Yield Rate] and then
resold the Treasury Bonds back to the EPF and then bought the Treasury
Bonds back from the EPF at an even lower Price [higher Yield Rate].

The Treasury Bonds which were the subject matter of these Transactions
were, in the main, Treasury Bonds acquired by Perpetual Treasuries Ltd at
the aforesaid Treasury Bonds Auctions held in February 2015, September
and October 2015, January and February 2016 and March 2016.

The Audio Recording marked “C277” establishes that, Perpetual Treasuries
Ltd sought to manipulate Yield Rates in the Secondary Market;

In any event, the evidence of Mr. R.A.B. Dias of Pan Asia Bank Banking
Corporation PLC, is to the effect that, Perpetual Treasuries Ltd sought to
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(xiii)

(xiv)

(xv)

manipulate Yield Rates in the Secondary Market and eventually sell
Treasury Bonds, at low Rates to the EPF;

The Data extracted from Mr. Aloysius's mobile phone establishes that,
Mr. Aloysius was in frequent telephonic contact with one or more officers in
the EPF and with several other Dealers in institutions with which Perpetual
Treasuries Ltd entered into Transactions which were very profitable to
Perpetual Treasuries Ltd and, often, detrimental to the Counterparty. [Due
to the fact that, this evidence was presented to us just before Hearings were
terminated in order to prepare this Report and, therefore, these persons did
not have an opportunity to provide an explanation with regard to such
evidence, we do not name those persons in this Report];

There is evidence before us which establishes that, Perpetual Treasuries Ltd
paid inducements to Dealers in the EPF and several other institutions with
which Perpetual Treasuries Ltd entered into Transactions which were very
profitable to Perpetual Treasuries Ltd and, often, detrimental to the
Counterparty;

The evidence before us establishes that, Perpetual Treasuries Ltd deleted
the Recordings of telephone conversations and “crashed” its computer due
to Perpetual Treasuries Ltd considering that, these telephone conversations
and the Data on the computer were “harmful” to the interests of Perpetual
Treasuries Ltd.

In this connection, the Chief Dealer of Perpetual Treasuries Ltd stated that,
he considered as “harmful”, conversations that would demonstrate wrongful
conduct on the part of Perpetual Treasuries Ltd, such as: conversations
concerning Perpetual Treasuries Ltd pushing Market Rates in a particular
direction; conversations indicating collusion between Perpetual Treasuries
Ltd and another party; conversations showing that Perpetual Treasuries Ltd
was dealing at a Rate which was not the Market Rate; conversations
showing that Perpetual Treasuries Ltd had inside information with regard to
matters concerning the CBSL etc.

In this connection, we note that, in FINANCIAL CONDUCT AUTHORITY vs. DA
VINCI INVESTMENTS, the Chancery Division held that, the question of whether a
Defendant’'s behavior constituted “market abuse” [or “market manipulation”] was a
purely objective question to be decided on the conduct of that person. Further, in the
American case of SEC vs. LORIN too, it was held that “market manipulation” is to be
inferred from the conduct of the person concerned. In the American case of SEC vs.
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SIERRA BROKERAGE SERVICES, it was observed that, determining whether there
has been “market manipulation” requires the fact-finder to make inferences drawn from
a mass of factual detail because findings must be gleaned from patterns of behavior,
from apparent irregularities and from trading data.

In this background, we consider that, the aforesaid evidence establishes that,
Perpetual Treasuries Ltd has made the major part of its Profits by means of using
“inside information” [‘price sensitive information”] and by means of “market
manipulation”.

We also consider it is reasonable to take the view that, the Total Net Cash Inflows
[monetary gains made] aggregating to Rs. 8,529,964,495/61/- received by Perpetual
Treasuries Ltd from the Sales of Treasury Bonds bearing seven specified ISINs to the
EPF and other Statutory Bodies and Government Institutions, during the period
relevant to our Mandate, has been made, by using “inside information” [*price sensitive
information”] and by “market manipulation”.

Since the evidence establishes that that, Perpetual Treasuries Ltd has made the major
part of its Profits of Rs.11,145,221,479/99/-, by using “inside information” [“price
sensitive information”] and by "market manipulation”, we consider that, Perpetual
Treasuries Ltd has knowingly violated and acted in breach of the provisions of the Code
of Conduct for Primary Dealers, which has been issued by the CBSL under and in
terms of the Regulations issued under the Registered Stock and Securities Ordinance
No. 7 of 1937.

We are of the view that, aforesaid violation and breach, by Perpetual Treasuries Ltd,
of the Code of Conduct for Primary Dealers, renders Perpetual Treasuries Ltd liable
for prosecution for an offence in terms of the aforesaid S: 56A(1) of the Registered
Stock and Securities Ordinance, or any other offences under the Penal code.

We are of the view that, the quantum of the sum to which Perpetual Treasuries Ltd
gained or benefitted from “inside information” [“price sensitive information”] and
“market manipulation”, can be reasonably estimated at Rs. 8,529,964,495/61/-. We
consider that the “monetary gain” referred to in Section 56A, would be
Rs. 8,529,964,495/61.

We are of the view that, the Hon. Attorney General or other appropriate authorities
should consider instituting Proceedings against Perpetual Treasuries Ltd, in terms of
the aforesaid provision of the Law and, in the event of a conviction being entered by a
learned Magistrate after Summary Trial, Perpetual Treasuries Ltd could be held liable
to a fine equivalent to twice the value of that sum of Rs. 8,529,964,495/61.
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Further, we are of the view that, the evidence placed before us establishes that,
Mr. Arjun Aloysius and Mr. Kasun Palisena were both parties to and directly
responsible for the aforesaid violation and breach of the Code of Conduct for Primary
Dealers, by Perpetual Treasuries Ltd and, therefore, fall within the scope of the
description “every person who at the time of the commission of the offence was a
director or an officer of the body corporate shall be deemed to be guilty of that offence.”
in Section 56B of the Registered Stock and Securities Ordinance No. 7 of 1937.

Upon the aforesaid evidence and in the aforesaid circumstances, we conclude that:

)

(ii)

(i)

(iv)

(V)

The evidence establishes that, Perpetual Treasuries Ltd has made the
major part of its Profits by using “inside information” [“price sensitive
information”] and by means of “market manipulation”;

It is reasonable to take the view that, the estimated Total Net Cash
Inflows [monetary gains] aggregating to Rs. 8,529,964,495/61/- received
by Perpetual Treasuries Ltd from the Sales of Treasury Bonds, to the
EPF and other Statutory Bodies and Government Institutions, during the
period relevant to our Mandate, has been made by using “inside
information” [“price sensitive information”] and by “market manipulation”;

We are of the view that, in the aforesaid circumstances, Perpetual
Treasuries Ltd has made monetary gains in this sum of Rs.
8,629,964,495/61 by using “inside information” [“price sensitive
information”] and by “market manipulation” and, thereby, knowingly
violated and acted in breach of the provisions of the Code of Conduct for
Primary Dealers, which has been issued by the CBSL under and in terms
of the Regulations issued under the Registered Stock and Securities
Ordinance No. 7 of 1937,

We are of the view that, in the aforesaid circumstances, the Hon. Attorney
Genera or other appropriate authorities should consider whether
Perpetual Treasuries Ltd is liable for prosecution for an offence in terms
of the aforesaid S: 56A(1) of the Registered Stock and Securities
Ordinance and, in the event of a conviction being entered by a learned
Magistrate after Summary Trial, Perpetual Treasuries Ltd could be held
liable to a fine equivalent to twice the value of that sum or in such other
sum as the Court may determine.

We are also of the view that, the evidence placed before us establishes
that, Mr. Arjun Aloysius and Mr. Kasun Palisena were both parties to and
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directly responsible for the aforesaid violation and breach of the Code of
Conduct for Primary Dealers, by Perpetual Treasuries Ltd and, therefore,
fall within the scope of the description “every person who at the time of
the commission of the offence was a director or an officer of the body
corporate shall be deemed to be guilty of that offence.” in Section 56B of
the Registered Stock and Securities Ordinance No. 7 of 1937.

*kdkhi
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CHAPTER 33

RECOMMENDATIONS

The Presidential Warrant dated 27t January 2017 issued to us, requires us to make
recommendations with regard to the matters we have investigated and inquired into
and reported on.

On the basis of the evidence placed before us and our determinations and conclusions
based thereon and our observations, which are set out in our Report, we recommend:

1]

The Monetary Law Act No. 58 of 1949 is, as stated in its Preamble, “AN ACT
TO ESTABLISH THE MONETARY SYSTEM OF SRI LANKA AND THE
CENTRAL BANK, TO ADMINISTER AND REGULATE THE SYSTEM AND TO
CONFER AND IMPOSE UPON THE MONETARY BOARD OF THE CENTRAL
BANK POWERS, FUNCTIONS AND RESPONSIBILITIES NECESSARY FOR
THE PURPOSES OF SUCH ADMINISTRATION AND REGULATION, AND TO
PROVIDE FOR CONNECTED MATTERS.”

The Monetary Law Act was drafted by John Exter and his colleagues and was
enacted soon after Ceylon [as it then was] obtained its independence.

While the provisions of the original Act are far sighted and prudent, much has
changed in Sri Lanka and the world during the more than six decades that have
passed.

There have been 22 piecemeal Amendments to the Monetary Law Act since
1949, but these Amendments have only addressed specific issues.

To the best of our knowledge, up to now, there has been no consideration, which
is known in the public domain, of whether the overall structure of the Monetary
Law Act suits the present day needs of Sri Lanka, its economy and the needs
and aspirations of our people.

We recommend that, the CBSL and the Government carefully considers
whether the Monetary Law Act, as it now stands, adequately services Sri
Lanka's efforts to develop our country and its economy for the benefit of our
people or whether the Monetary Law Act should be replaced with appropriate
legislation which will better suitsthe present day needs and aspirations of Sri
Lanka.
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2]

We stress that, we only recommend a careful consideration of this issue, so that
the CBSL and Government could, after careful study of all relevant factors and
analysis of all material implications and consequences, reach a prudent and far
sighted decision with regard to whether the Monetary Law Act needs to be
replaced by appropriate legislation.

Needless to say, if, after the aforesaid careful process is carried out, a
considered decision is taken to replace the Monetary Law Act, we would assume
that, the drafting of such legislation would be done in consultation with the CBSL
and other stakeholders and after obtaining the required expertise, especially
with regard to comparable exercises in comparable countries;

The Monetary Law Act does not set out the criteria which should be applied
when selecting and appointing a Governor of the CBSL. The only requirement
specified in the Monetary Law Act is that, a Governor shall devote his full
professional time to the business of the CBSL..

It is hardly necessary to emphasise that, the Governor of the CBSL is a key
official who holds enormous responsibilities and that, he must be a person of
the highest integrity and ability and also have the required knowledge and
experience to effectively perform his duties in the best interests of the Nation
and its people.

It is appropriate to refer to the observations made by John Exter, who is the
architect of the Monetary Law Act and the Founder Governor of the CBSL, in
the Exter Report, which was referred to earlier:

“Although the ultimate authority rests in the Monetary Board, the draft law
nevertheless recognizes need for a strong chief executive for the Central Bank.
Accordingly, the Governor is made the Chairman of the Monetary Board, and is
given control of the agenda for its meetings. He is to be responsible for the
execution and administration of policies and measures adopted by the Monetary
Board, for the direction, supervision and control of the operations of the Central
Bank, and for its internal management and administration. He is to be chief
representative of the Bank in its relations with outside persons, including the
Government and its agencies, foreign governments and their agencies, and
international financial and other institutions. He will be required to devote his full
professional time to the business of the Central Bank. Since the other two
members of the Monetary Board will be part-time members and because the
problems facing central bankers are frequently complex and technical, it is to be
expected that the full-time Governor will ordinarily be the most influential
member of the Board and will tend fo dominate it. Accordingly, the Governor
should be a man of recognized and outstanding competence in and
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3]

4]

understanding of the economic and financial problems of Ceylon, and of
unquestioned integrity and responsibility. In order to attract such a man it is
recommended that his salary be set at the highest possible level not inconsistent
with remuneration in top-ranking posts elsewhere in the Government and its
agencies. General functions and duties of Governor: It is important that the
Governor should have had actual financial experience. In many countries this
point has actually been incorporated in legislation, as the following quotation
from De Kock’s book on Central Banking shows: “ ... in the case of some central
banks it has been laid down by statute that the Governor and Deputy-Governor
shall be ‘men of proven financial experience’, as in Canada, or ‘persons
possessed of actual banking experience’, as in New Zealand, or ‘persons of
recognised banking and financial experience’, as in Argentina, or that the
Governor shall be a ‘person of tested banking experience’, as in the Union of
South Africa and Mexico.” .

As we observed earlier, John Exter's perceptive and far sighted description of
the nature of the office of Governor of the Central Bank and the character and
expertise required of a Governor, remain very true and relevant more than six
decades later.

At present, the Monetary Law Act does not stipulate any relevant criteria with
regard to the selection of the person who is to be appointed the Governor and
does not set out a process by which the appointment should be made. In effect,
under the Law as it stands now, the appointment of the Governor of the CBSL
is at the discretion of the Minister of Finance and the President.

We recommend that, consideration is given to developing relevant criteria and
a specified Procedure to govern the selection of the person who is to be
appointed the Governor;

We are also of the view that, the selection of the persons to be appointed
members of the Monetary Board, must be done with similar care. In this
connection, we note that, following the 19" Amendment to the Constitution, the
salutary measure of submitting such appointments for the consideration of the
Constitutional Council, has been introduced;

In view of the concerns with regard to conflict of interest and other matters which
have been referred to earlier, we recommend that, the CBSL and the relevant
Ministry consider whether it is appropriate to introduce a "Code of Conduct’ for
members of the Monetary Board;
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9]

6]

7]

As stated earlier, we consider that, the provisions of the Registered Stock and
Securities Ordinance, which was enacted in 1937, are outmoded and are,
sometimes impractical. The same observation is applicable to the provisions of
the Local Treasury Bills Ordinance No. 8 of 1923.

Accordingly, we recommended that, the provisions of the Registered Stock and
Securities Ordinance and Local Treasury Bills Ordinance are examined with a
view to the repeal of these enactments and the enactment of appropriate
legislation which not only will meet the requirements and realities of raising
Public Debt in the present day but also provide for the Government Securities
Market of the future;

We recommend that, the CBSL closely examines the Procedures followed in the
Public Debt Department of the CBSL and the decision-making process applied
to the raising of Public Debt by the CBSL and determines how these Procedures
should be improved and made more secure. Further, measures should be taken
to ensure that, the day-to-day operations of the Public Debt Department are
reported to the senior Management of the CBSL, so that the senior Management
exercises adequate supervision and control over the day-to-day operations of
the Public Debt Department.

Following this process, the Operational Manual of the Public Debt Department
of the CBSL should be revised and be considered and approved by the
Monetary Board.

In fact, we would assume that, with the introduction of the new System for the
issue of Treasury Bonds in July 2017, the CBSL would have commenced and,
perhaps, completed the aforesaid process.

We also recommend that the CBSL considers formulating Guidelines with
regard to the determination of Coupon Rates payable on Treasury Bonds which
are to be issued;

In this connection, we recommend that, the CBSL ensures that, there is strict
segregation effected in the course of the day-to-day operations of the several
Departments of the Public Debt Department and that measures are taken to
impose the control of access from one Department to another.

The CBSL should ensure that, a Voice Recording System is used in the Front
Office of the Public Debt Department and that a CCTV System is installed in the
Public Debt Department. Further, the use of Mobile Phones within the Public
Debt Department, should be prohibited
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8]

9]

10]

11]

The CBSL should ensure that, the officers of the Public Debt Department and
the Tender Board are required to furnish Assets Declarations and furnish details
of the Accounts these officers and the members of their immediate families
maintain with Banks, Finance Companies and the Central Depository System.

CBSL should introduce a "Code of Conduct’ for officers and staff of the members
of the Public Debt Department and the Tender Board.

In fact, we would assume that, the CBSL would have introduced these
measures, by now;

We also recommend that, the CBSL carries out a similar exercise and takes
similar measures with regard to the EPF Department of the Central Bank.

Here too, we wouid assume that, the CBSL would have done so, by now;

We recommend that, the CBSL considers introducing a procedure which
ensures that, Operational Audits of the Public Debt Department [and other
Departments] are regularly carried out on a structured basis and puts in place
measures to ensures the independence of the officers of CBSL who carry out
Internal Audit and Operational Audit functions;

We recommend that, the CBSL considers strengthening its Legal Department
and ensures that the CBSL has competent in-house legal advisors.

We also recommend that, the CBSL examines the adequacy of its programmes
to train and develop the professional knowledge and operational competence of
its officers and the inculcation of standards of ethics which are expected from
officers of the CBSL;

As set out earlier, there is adequate evidence before us to form the view that,
there is a likelihood that some irregularities have taken place in the acceptance
of Direct Placements prior to 2015.

Therefore, we recommend that, an appropriate investigation be carried out to
ascertain whether there were significant irregularities in the acceptance of Direct
Placements by the Public Debt Department during the period 2008 to 2014 and,
if so, to identify the officers of the Public Debt Department and the superior
officers of the CBSL, the Primary Dealers and any other persons who were
responsible for such irregularities. Such an investigation should also seek to
compute the losses, if any, which may have been incurred by the Government
as a result of any such irregularities. A Forensic Audit may be appropriate;
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12]

13]

14]

As set out earlier in Chapter 12, we recommend that, the CBSL considers
whether it is appropriate to introduce a revised Code of Conduct for Primary
Dealers which could be updated to provide for the modern-day Market and,
especially, to take into account technology which is now used and is available.

As we observed earlier, the preparation of a revised Code of Conduct for
Primary Dealers would give the CBSL an opportunity to crystallize into a revised
document, the experience gained and lessons learnt over the 14 years that have
passed since the Code of Conduct was drafted:;

As stated earlier in Chapter 14, we recommend that, the CBSL investigates the
operations of the Primary Dealer arm of Pan Asia Banking Corporation PLC;

As stated earlier in Chapter 5, although there is evidence before us with regard
to several Transactions entered into between Mr. Nimal Perera, former
Chairman of PABC, and the EPF, which require scrutiny, these Transactions
have not been established to fall within the scope of our Mandate. Therefore,
we did not summon Mr. Nimal Perera to appear before us and, accordingly, we
cannot arrive at a determination adverse to Mr. Nimal Perera in these
Proceedings.

However, we recommend that, the CBSL carries out a specific and detailed
investigation into the Treasury Bond Transactions which Mr. Nimal Perera and
his Company and other Clients of PABC, had with the EPF;

As stated earlier in Chapter 13, we have identified several areas of concern with
regard to the manner in which the EPF operated and transacted upon Treasury
Bonds during the period of our Mandate.

We trust that, the investigation which the Monetary Board and the CBSL is
carrying out will carefully examine the Transactions entered into by the EPF and
identify whether a loss was caused to the EPF and, if so, identify the persons
responsible and, seek to recover such loss from the persons responsible.

We trust that, where appropriate, the Monetary Board and CBSL will consider
whether persons who are found to have committed any dishonest acts or who
have received inducements in return for entering into Transactions on behalf of
the EPF, should be prosecuted.
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16]

17]

18]

As observed earlier, the Monetary Board and the officers of the CBSL act in the
capacity of trustees of the EPF and that are bound and obliged to carry out a
comprehensive examination and take stringent action against any persons who
are identified to be wrongdoers.

In view of the observations made earlier in Chapter 16, consideration may be
given to whether the operations and management of the CBSL prior to 2015
should be examined, particularly with regard to the reasons for the Losses
incurred by the CBSL in the years 2013, 2014 and 2015 and the Transactions
entered into by the EPF on the Colombo Stock Exchange during the period 2010
onwards. We have previously recommended that, the Direct Placements
accepted during this period, should be examined;

As set out earlier in Chapter 19, we have determined that, the Government of
Sri Lanka suffered an avoidable loss of Rs. 688,762,100/- as a direct result of
Mr. Mahendran’s intervention in the Treasury Bond Auction held on 27t
February 2015 and the instructions he gave to both the PDD and the Tender
Board that Bids to be value of Rs. 10.058 billion must be accepted at the Auction
and we have determined that, Mr. Mahendran is liable and responsible for this
loss.

Accordingly, we recommend that, appropriate proceedings are instituted against
Mr. Mahendran to recover this loss.

As set out earlier in Chapter 19, we have also determined that, Mr. Mahendran
directed that Bids to the value of Rs. 10.058 billion be accepted for the improper,
wrongful and mala fide collateral purpose of enabling Perpetual Treasuries Ltd
to obtain a high value of Treasury Bonds at that Auction, at low Bid Prices and
high Yield Rates and that, Mr. Mahendran provided “inside information” [“price
sensitive information”] to Perpetual Treasuries Ltd, which Perpetual Treasuries
Ltd used to its benefit at the Treasury Bonds Auction held on 27" February 2015
and that, Mr. Mahendran acted in collusion with Perpetual Treasuries Ltd.

Therefore, we recommend that, appropriate proceedings are also instituted
against Perpetual Treasuries Ltd for the recovery of this los Rs. 688,762,100/-.
In this connection, we consider that, the provisions of Section 21D (5) of the
Registered Stocks and Securities Ordinance are likely to be relevant.

In this connection, we also recommend that, the Hon. Attorney General and
other appropriate authorities consider whether, Perpetual Treasuries Ltd has
used and gained and benefitted from “inside information” [“price sensitive
information”] at the Treasury Bond Auction held on 27% February 2015 and, if
so, whether Perpetual Treasuries Ltd should be prosecuted under the provisions
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19]

20]

of section 56A(1) of the Registered Stock and Securities Ordinance and, in the
event of a conviction being entered by a learned Magistrate after Summary Trial
in such a Prosecution, recovering, from Perpetual Treasuries Ltd, a fine which
is twice the value of the aforesaid sum of Rs. 688,762,100/- or such other
amount as the Court may be pleased to determine.

Further, we recommend that, the Hon. Attorney General and other appropriate
authorities consider whether Mr. Arjun Aloysius and Mr. Kasun Palisena are
parties to and directly responsible for the commission of an offence under
section 56A(1) of the Registered Stock and Securities Ordinance and, if so,
proceed against these two persons too, in terms of Section 56B of the
Registered Stock and Securities Ordinance;

We further recommend that, in view of the determinations referred to above, the
Commission to Investigate Allegations of Bribery or Corruption and the other
appropriate authorities consider whether the aforesaid acts of Mr. Mahendran
amount to acts of “Corruption” as defined in Section 70 of the Bribery Act and,
if so, prosecute Mr. Mahendran under the Bribery Act and other applicable Law.

As set out in Chapter 19, we have determined that, Perpetual Treasuries Ltd
obtained and used “inside information” [“price sensitive information”] at the
Treasury Bond Auction on 29" March 2016 and gained and benefitted thereby.

We have also stated that, given the complexity of the task and the expertise
needed, a Forensic Audit or similar process should be carried out to accurately
estimate the quantum of the sum to which Perpetual Treasuries Ltd gained and
benefited from the “inside information” [“price sensitive information”] at the
Treasury Bond Auction on 29" March 2016.

Here too, we recommend that, after the quantum of the sum to which Perpetual
Treasuries Ltd gained and benefited from the “inside information” [“price
sensitive information”] at the Treasury Bond Auction on 28" March 2016 is
estimated by means of a Forensic Audit or other similar process, the Hon.
Attorney General or other appropriate authorities consider whether, Perpetual
Treasuries Ltd should be prosecuted under the provisions of section 56A(1) of
the Registered Stock and Securities Ordinance and, in the event of a conviction
being entered by a learned Magistrate after Summary Trial in such a
Prosecution, recovering, from Perpetual Treasuries Ltd, a fine which is twice the
value of the extent of the gain and benefit gained by Perpetual Treasuries Ltd
or such other amount as the Court may be pleased to determine.
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21]

22]

Further, we recommend that, the Hon. Attorney General and other appropriate
authorities consider whether Mr. Arjun Aloysius and Mr. Kasun Palisena are
parties to and directly responsible for the commission of an offence under
section 56A(1) of the Registered Stock and Securities Ordinance and, if so,
proceed against these two persons too, in terms of Section 56B of the
Registered Stock and Securities Ordinance;

As set out in Chapter 23, we are of the view that, Perpetual Treasuries Ltd has
made the major part of its Profits by using “inside information” [“price sensitive
information”] and by “market manipulation” in the Secondary Market and,
thereby, knowingly violated and acted in breach of the provisions of the Code of
Conduct for Primary Dealers, which has been issued by the CBSL under and in
terms of the Regulations issued under the Registered Stock and Securities
Ordinance No. 7 of 1937.

Further, as set out in Chapter 23, it is reasonable to take the view that, the Total
Net Cash Inflows received [monetary gains made] by Perpetual Treasuries Ltd
from the Sales of Treasury Bonds during the period relevant to our Mandate, to
the EPF and other Statutory Bodies and Government Institutions, and

aggregating to Rs. 8,529,964,495/61/- have been made, by using ‘“inside
information” [“price sensitive information”] and by “market manipulation”.

In these circumstances, we recommend that, the Hon. Attorney General and
other appropriate authorities should consider whether Perpetual Treasuries Ltd
is liable for prosecution for an offence in terms of the aforesaid Section 56A(1)
of the Registered Stock and Securities Ordinance and, in the event of a
conviction being entered by a learned Magistrate after Summary Trial, Perpetual
Treasuries Ltd could be held liable to a fine equivalent to twice the value of the
aforesaid sum or in such other sum as the Court may determine.

Here too, we recommend that, the Hon. Attorney General and other appropriate
authorities consider whether Mr. Arjun Aloysius and Mr. Kasun Palisena are
parties to and directly responsible for the commission of an offence under
section 56A(1) of the Registered Stock and Securities Ordinance and, if so,
proceed against these two persons too, in terms of Section 56B of the
Registered Stock and Securities Ordinance;

We recommend that, the Hon. Attorney General and other appropriate
authorities examine whether prosecutions should be instituted, under the Penal
Code or other relevant provision of the Law, against Mr. Mahendran, Mr. Arjun
Aloysius, Mr. Palisena and relevant officers of the CBSL and the EPF on the
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23]

24]

basis of the facts and circumstances established by the evidence placed before
this Commission of Inquiry.

We also recommend that, the Commission to Investigate Allegations of Bribery
or Corruption examines the evidence placed before this Commission of Inquuiry
and ascertains whether there are grounds to prosecute Perpetual Treasuries
Ltd, Mr. Arjuna Aloysis, Mr. Kasun Palisena and relevant officers of the CBSL
and the EPF, for offences under the Bribery Act and other applicable Law;

Further, we recommend that, the Hon. Attorney General and other appropriate
authorities carefully examine the Report marked “C350” prepared by the CID
[and related documents] which sets out, inter alia, details of telephonic contacts
Mr. Arjun Aloysius had with Dealers and other persons engaged in the
Government Securities Market and investigates the Transactions which such
Dealers and other persons had with Perpetual Treasuries Ltd, and ascertain
whether such Transactions involved wrongful and/or lawful acts and if so,
consider instituting appropriate proceedings against such Dealers and other
persons.

We consider that the Monetary Board and the CBSL must carefully examine the
Report marked *“C350” [and related documents] and investigate the
Transactions which Dealers and other persons named in that Report [as
persons who had frequent telephonic contact with Mr. Arjun Aloysius] had with
Perpetual Treasuries Ltd and ascertain whether such Transactions involved
wrongful and/or lawful acts and if so, take appropriate Regulatory action and
other appropriate actions against such Dealers and other persons;

As stated earlier in Chapter 22, we recommend that, the Hon. Attorney General
or other appropriate authorities consider whether the material contained in the
Report “C350” [and related documents] estabiishes that, some of the evidence
given by Mr. Mahendran and Mr. Palisena before us, is shown to have been
incorrect and, if that is the case, whether there are grounds to prosecute Mr.
Mahendran and Mr. Palisena under Section 179 and/or Section 188 of the Penal
Code or other relevant provision of the Law, read with Section 9 of the
Commissions of Inquiry Act No. 17 of 1948;

As stated earlier in Chapter 24, we recommend that, the Commission to
Investigate Allegations of Bribery or Corruption should consider whether
Hon. Ravi Karunanayake, MP, while he was Minister of Finance, derived a
substantial benefit from the Lease Payments made by Walt and Row Associates
(Pvt) Ltd [which is an Associate Company of Perpetual Treasuries Ltd and which
is owned and controlled by the same persons who own and control Perpetual
Treasuries Ltd] for the lease of apartment occupied by Hon. Ravi Karunanayake,
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25]

26]

27]

28]

MP and his family and, if so, determine whether appropriate action should be
taken against Hon. Ravi Karunanayake, MP, under the Bribery Act;

As stated earlier in Chapter 24, we also recommend that, the Hon. Attorney
General and other appropriate authorities consider whether some of the
evidence given by Hon. Ravi Karunanayake, MP before us is shown to have
been incorrect and, if that is the case, whether Mr. Karunanayake should be
prosecuted under Section 179 and/or Section 188 of the Penal Code or other
relevant provision of the Law, read with Section 9 of the Commissions of Inquiry
Act No. 17 of 1948;

As stated earlier in Chapter 29, we recommend that, the Hon. Attorney General
and other appropriate authorities consider whether Perpetual Treasuries Ltd
has, wrongfully and fraudulently, deleted Call Recordings for the purpose of
concealing the true nature of the Transactions entered into by Perpetual
Treasuries Ltd and attempted to suppress evidence with regard to wrongful acts
of Perpetual Treasuries Ltd and, if so, whether prosecutions should be instituted
against Perpetual Treasuries Ltd, Mr. Arjun Aloysius and Mr. Kasun Palisena
for criminal offences under Chapter X and Chapter XlI of the Penal Code,
including Sections 175, 189, 193, 198 and 201 of the Penal Code read with
Section 9 of the Commissions of Inquiry Act No. 17 of 1948. The appropriate
authorities may also consider whether Mr. Nuwan Salgado and Mr. Sachith
Devathanthri should be prosecuted in this regard;

We also recommend that, the Hon. Attorney General and other appropriate
authorities consider whether, Mr. Palisena's statements, in the Affidavit affirmed
to by him, where he declares that complete Telephone Call Recordings have
been submitted to the Commission of Inquiry by Perpetual Treasuries Ltd, were
false and, if that is the case, whether Mr. Palisena should be prosecuted under
Section 179 and/or Section 188 of the Penal Code or other relevant provision of
the Law, read with Section 9 of the Commissions of Inquiry Act No. 17 of 1948;

We recommend that, pending the consideration of institution of the aforesaid
Proceedings, the Assets of Perpetual Treasuries Ltd and its beneficial owners -
namely, Mr. Arjun Aloysius and Mr. Geoffrey Aloysius - and the persons who
were in day-to-day control of Perpetual Treasuries Ltd - namely Mr. Arjun
Aloysius and Mr. Kasun Palisena - including all monies lying to the credit of
Perpetual Treasuries Ltd's Accounts with the CBSL and other Banks, the
aforesaid Shares in National Development Bank PLC and the Dividends
aggregating to Rs. 641.556 million paid by Perpetual Treasuries Lid to its
beneficial owners, should be held or placed “under lien”, so that such Assets
cannot be disposed of in the meantime.
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30]

Thereafter, if decisions are taken to institute such Proceedings, appropriate
Orders may be sought from the Courts in which such Proceedings may be
instituted;

We also recommend that, consideration is given to recovering the Costs of this
Commission of Inquiry, from Perpetual Treasuries Ltd.

While we have recommended that, consideration is given to instituting
appropriate Proceedings in Court for the recovery of the aforesaid monies from
Mr. Mahendran, Perpetual Treasuries Ltd and its beneficial owners - namely,
Mr. Arjun Aloysius and Mr. Geoffrey Aloysius and also Mr. Kasun Palisena [in
the manner and for the sums referred to earlier], we would also think that, in
view of the extreme gravity of the facts and circumstances which formed the
subject matter of our Mandate and the very substantial prejudice caused by
these facts and circumstances to our economy and our Nation, Parliament may
wish to carefully consider whether it is appropriate and necessary to take steps
to recover the aforesaid monies, by exercising its legislative powers.

* kKKK

922

252



#8«w® 10

oneen Bude® | ytdine®sinon §ed | _odxfedfeod? ediedBed wus
oOsiodS e 80 BB gNO | wewduxnw BESO 00wIuHG
2 aune®rinos §ed | Bledn 26 e
ocdww u®orenw
(1.88wx) ROIIEES) ROIGHEED)

2016.01.28 2016.02.01 16,745 12,000 0
2016.02.05 2016.02.12 22,541 15,000 1,960
2016.02.29 2016.03.01 11,663 9,000 8,819
2016.03.10 2016.03.11 2,425 2,000 0
2016.03.17 2016.03.18 6,009 4,000 3,937
2016.03.24 2016.04.01 8,879 4,000

2016.03.29 2016.04.01 9,788 4,000 2,173
2016.03.31 2016.04.01 9,127 2,000 |

2016.04.18 2016.04.20 8,795 5,000 0
2016.04.28 2016,05.03 21,532 15,000 8,807
2016.05.12 2016.05.16 9,592 5,000 2,858
2016.05.19 2016.06.01 16,969 11,000 9,055
2016.05.26 2016.06.01 16,969 5,000

2016.06.09 2016.06.15 11,178 7,000 3,847
2016.06.27 2016.07.01 27,877 26,000 22,175
2016.06.30 2016.07.01 20,550 16,000

2016.07.08 2016.07.15 11,600 7,000 1,411
2016.07.14 2016.07.20 9,740 6,000 6,005
2016.07.29 2016.08.01 28,154 24,000 22,463
2016.08.24 2016.09.01 11,196 11,000 2,922
2016.09.29 2016.10.03 14,000 14,000 6,207
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Repo Investment

Date

(Rs.000)
01.01.2015 10,145,000
02.01.2015 11,000,000
06.01.2015 10,673,000
07.01.2015 10,521,000
08.01.2015 10,664,000
09.01.2015 201,000
12.01.2015 6,633,000
13.01.2015 6,461,000
16.01.2015 9,237,000
19.01.2015 8,993,889
20.01.2015 5,000,000
21.01.2015 7,535,000
22.01.2015 3,669,000
23.01.2015 5,631,000
26.01.2015 2,673,000
27.01.2015 2,332,000
28.01.2015 2,175,000
29.01.2015 2,174,000
30.01.2015 2,660,000
02.02.2015 2,923,000
05.02.2015 4,178,000
06.02.2015 2,839,000
09.02.2015 2,852,000
10.02.2015 2,929,000
11.02.2015 2,793,000
12.02.2015 2,506,000
13.02.2015 2,151,000
16.02.2015 2,830,000
18.02.2015 2,510,000
19.02.2015 -
20.02.2015 1,692,000
23.02.2015 1,435,000
24.02.2015 825,000
25.02.2015 731,000
26.02.2015 2,005,000
27.02.2015 3,215,000

Date
(Rs.000)
05.05.2015 16,174,000
06.05.2015 16,885,000
07.05.2015 16,672,000
08.05.2015 11,271,000
11.05.2015 11,208,000
12.05.2015 10,991,000
13.05.2015 10,766,000
14.05.2015 10,399,000
15.05.2015 10,605,000
18.05.2015 11,003,000
19.05.2015 10,781,000
20.05.2015 10,648,000
21.05.2015 10,271,000
22.05.2015 9,048,000
25.05.2015 8,338,000
26.05.2015 8,273,000
28.05.2015 9,734,000
29.05.2015 10,927,000
01.06.2015 14,273,000
03.06.2015 15,287,000
04.06.2015 15,539,000
05.06.2015 15,375,000
08.06.2015 15,305,000
09.06.2015 15,142,000
10.06.2015 14,467,000
11.06.2015 11,805,000
12.06.2015 11,935,000
15.06.2015 4,183,000
16.06.2015 4,116,000
17.06.2015 4,448,000
18.06.2015 4,346,000
19.06.2015 4,425,000
22.06.2015 4,196,000
23.06.2015 3,894,000
24.06.2015 4,020,000
25.06.2015 2,634,000
26.06.2015 4,724,000
29.06.2015 2,998,000
30.06.2015 2,858,000

Repo

Date Investment

(Rs.000)

02.03.2015 7,858,000
03.03.2015 9,058,000
04.03.2016 9,090,000
06.03.2015 8,677,000
09.03.2015 5,424,000
10.03.2015 5,105,000
11.03.2015 4,699,000
12.03.2015 4,540,000
13.03.2015 7,229,000
16.03.2015 3,654,000
17.03.2015 3,311,000
18.03.2015 3,031,000
19.03.2015 2,819,000
20.03.2015 2,556,000
23.03.2015 2,238,000
24.03.2015 2,089,000
25.03.2015 2,139,000
26.03.2015 2,120,000
27.03.2015 1,186,000
30.03.2015 1,572,000
31.03.2015 2,750,000
01.04.2015 24,288,000
02.04.2015 5,340,000
06.04.2015 5,095,000
07.04.2015 4,671,000
08.04.2015 4,385,000
09.04.2015 850,200
10.04.2015 1,142,700
15.04.2015 1,322,300
16.04.2015 1,144,000
17.04.2015 3,024,000
20.04.2015 2,904,000
21.04.2015 3,016,000
22.04.2015 2,767,000
23.04.2015 2,618,000
24.04.2015 2,667,000
27.04.2015 2,717,000
28.04.2015 2,828,000
29.04.2015 3,260,000
30.04.2015 3,477,000
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Repo Investment

Repo

Repo Investment

Date
(Rs.000)
02.07.2015 8,075,000
03.07.2015 8,478,000
06.07.2015 8,109,000
07.07.2015 7,737,000
08.07.2015 7,082,000
09.07.2015 5,880,000
10.07.2015 5,810,000
13.07.2015 5,506,000
14.07.2015 5,415,000
15.07.2015 1,898,000
16.07.2015 1,710,000
17.07.2015 4,555,000
20.07.2015 4,531,000
21.07.2015 4,372,000
22.07.2015 5,127,000
23.07.2015 5,084,000
24.07.2015 7,693,000
27.07.2015 7,170,000
28.07.2015 7,370,000
29.07.2015 7,546,000
30.07.2015 9,850,000
03.08.2015 27,320,000
04.08.2015 28,500,000
05.08.2015 28,270,000
06.08.2015 28,216,000
07.08.2015 10,658,000
10.08.2015 10,361,000
11.08.2015 9,921,000
12.08.2015 9,457,000
13.08.2015 9,136,000
14.08.2015 9,003,000
17.08.2015 6,865,000
18.08.2015 4,316,000
19.08.2015 5,900,000
20.08.2015 6,302,000
21.08.2015 5,977,000
24.08.2015 5,784,000
25.08.2015 5,732,000
26.08.205 5,579,000
27.08.2015 5,945,000
28.08.2015 6,238,000
31.08.2015 7,146,000

Date Investment
(Rs.000)
01.09.2015 9,138,000
02.09.2015 10,271,000
03.09.2015 9,716,000
04.09.2015 9,943,000
07.09.2015 9,796,000
08.09.2015 9,461,000
09.09.2015 9,107,000
10.09.2015 8,951,000
11.09.2015 5,821,000
14.09.2015 5,661,000
15.09.2015 7,909,000
16.09.2015 7,824,000
17.09.2015 7,663,000
18.09.2015 7,664,000
21.09.2015 4,280,000
22.09.2015 4,145,000
23.09.2015 3,971,000
25.09.2015 3,460,000
28.09.2015 3,566,000
29.09.2015 4,123,000
30.09.2015 5,513,000
01.10.2015 11,626,000
02.10.2015 12,998,000
05.10.2015 12,864,000
06.10.2015 12,744,000
07.10.2015 12,514,000
08.10.2015 12,135,000
09.10.2015 11,706,000
12.10.2015 11,447,000
13.10.2015 11,122,000
14.10.2015 10,154,000
15.10.2015 10,211,000
16.10.2015 9,503,000
19.10.2015 7,602,000
20.10.2015 7,757,000
21.10.2015 7,917,000
22.10.2015 7,758,000
23.10.2015 7,723,000
26.10.2015 7,759,000
28.10.2015 7,722,000
29.10.2015 8,205,000
30.10.2015 9,466,000

Date
(Rs.000)
02.11.2015 5,977,000
03.11.2015 7,195,000
04.11.2015 8,606,000
05.11.2015 11,926,000
06.11.2015 10,274,000
09.11.2015 7,503,000
11.11.2015 4,059,000
12.11.2015 4,184,000
13.11.2015 3,932,000
16.11.2015 11,091,000
17.11.2015 3,710,000
18.11.2015 4,674,000
19.11.2015 3,375,000
20.11.2015 4,399,000
23.11.2015 5,446,000
24.11.2015 3,637,000
26.11.2015 3,717,000
27.11.2015 1,207,000
30.11.2015 3,848,000
01.12.2015 21,372,000
02.12.2015 25,921,000
03.12.2015 26,037,000
04.12.2015 9,273,000
07.12.2015 9,207,000
08.12.2015 9,028,000
09.12.2015 8,949,000
10.12.2015 8,797,000
11.12.2015 9,692,000
14.12.2015 9,467,000
15.12.2015 9,443,000
16.12.2015 9,192,000
17.12.2015 9,324,000
18.12.2015 3,691,000
21.12.2015 3,563,000
22.12.2015 3,452,000
23.12.2015 3,299,000
28.12.2015 3,017,000
29.12.2015 3,128,000
30.12.2015 2,591,000
31.12.2015 4,100,000
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Repo

Date Investment

(Rs.000)

01.03.2016 4,481,000
02.03.2016 6,018,000
03.03.2016 5,877,000
04.03.2016 5,300,000
08.03.2016 5,082,000
09.03.2016 4,129,000
10.03.2016 3,695,000
11.03.2016 3,018,000
14.03.2016 2,830,000
15.03.2016 7,327,000
16.03.2016 6,808,000
17.03.2016 6,256,000
18.03.2016 1,908,000
21.03.2016 1,661,000
23.03.2016 1,000,000
24.03.2016 366,000
28.03.2016 455,000
30.03.2016 1,261,000
31.03.2016 2,773,000
01.04.2016 9,903,000
04.04.2016 11,262,000
05.04.2016 10,811,000
06.04.2016 10,570,000
07.04.2016 10,126,000
08.04.2016 10,416,000
11.04.2016 10,327,000
12.04.2016 11,587,000
15.04.2016 4,786,000
18.04.2016 13,350,000
19.04.2016 10,368,000
20.04.2016 7,678,000
22.04.2016 11,358,000
25.04.2016 9,286,000
26.04.2016 9,244,000
27.04.2016 9,215,000
28.04.2016 9,692,000
29.04.2016 10,952,500

Repo
Date Investment
(Rs.000)

01.01.2016 28,159,000
04.01.2016 28,798,000
05.01.2016 28,395,985
06.01.2016 23,160,000
07.01.2016 22,992,000
08.01.2016 17,626,000
11.01.2016 1,251,000
12.01.2016 759,000
13.01.2016 972,000
14.01.2016 2,555,000
18.01.2016 5,485,000
19.01.2016 10,372,000
20.01.2016 5,783,000
21.01.2016 2,000,000
22.01.2016 7,347,000
25.01.2016 2,671,000
26.01.2016 2,244,000
27.01.2016 5,230,000
28.01.2016 7,721,000
29.01.2016 15,560,000
01.02.2016 23,447,000
02.02.2016 25,168,000
03.02.2016 20,909,000
05.02.2016 22,561,000
08.02.2016 22,208,000
09.02.2016 21,708,000
10.02.2016 21,290,000
11.02.2016 20,901,000
12.02.2016 14,214,000
15.02.2016 10,860,000
16.02.2016 8,384,000
17.02.2016 8,139,000
18.02.2016 7,809,000
19.02.2016 7,503,000
23.02.2016 7,264,000
24.02.2016 6,644,000
25.02.2016 4,115,000
26.02.2016 4,449,000
29.02.2016 5,419,000

256

Repo
Date Investment
(Rs.000)
03.05.2016 14,998,000
04.05.2016 15,917,000
05.05.2016 13,750,000
06.05.2016 13,311,000
09.05.2016 12,897,000
10.05.2016 12,229,300
11.05.2016 11,912,000
12.05.2016 10,477,000
13.05.2016 8,331,500
16.05.2016 8,571,000
17.05.2016 7,910,000
18.05.2016 7,345,000
19.05.2016 6,954,000
20.05.2016 5,718,000
24.05.2016 5,266,000
25.04.2016 5,086,000
26.05.2016 4,867,000
27.05.2016 4,986,000
30.05.2016 5,256,000
31.05.2016 6,463,000
01.06.2016 12,236,000
02.06.2016 9,357,000
03.06.2016 7,803,000
06.06.2016 3,675,000
07.06.2016 4,050,000
08.06.2016 4,709,000
09.06.2016 2,956,000
10.06.2016 4,750,000
13.06.2016 3,984,000
14.06.2016 4,990,000
15.06.2016 2,200,000
16.06.2016 2,555,000
17.06.2016 2,347,000
20.06.2016 3,426,000
21.06.2016 4,954,000
22.06.2016 4.724,000
23.06.2016 5,429,000
24.06.2016 3,376,000
27.06.2016 1,962,000
28.06.2016 1,986,000
29.06.2016 1,102,000
30.06.2016 3,767,000




Repo

Date Investment
(Rs.000)
01.11.2016 17,557,000
02.11.2016 19,120,000
03.11.2016 18,691,000
04.11.2016 7,312,000
07.11.2016 6,963,000
08.11.2016 5,560,000
9.11.2016 4,280,000
10.11.2016 3,872,000
11.11.2016 870,000
15.11.2016 4,166,000
16.11.2016 2,958,000
17.11.2016 2,786,000
18.11.2016 2,815,000
21.11.2016 2,629,000
22.11.2016 2,285,000
23.11.2016 2,145,000
24.11.2016 2,278,000
25.11.2016 1,010,000
28.11.2016 1,054,000
29.11.2016 1,580,000
30.11.2016 3,446,000
01.12.2016 20,005,000
02.12.2016 7,585,000
05.12.2016 7,640,000
06.12.2016 7,217,000
07.12.2016 7,119,000
08.12.2016 6,833,000
09.12.2016 6,830,000
14.12.2016 6,533,000
15.12.2016 6,936,000
16.12.2016 3,905,000
19.12.2016 4,009,000
20.12.2016 3,847,000
21.12.2016 3,850,000
22.12.2016 2,300,000
23.12.2016 2,100,000
27.12.2016 1,870,000
28.12.2016 2,024,000
29.12.2016 1,070,000
30.12.2016 2,745,000

Repo

Date Investment

(Rs.000)

01.09.2016 8,992,000
02.09.2016 7,790,000
05.09.2016 3,620,000
06.09.2016 3,500,000
07.09.2016 7,291,000
08.09.2016 7,969,000
09.09.2016 8,716,000
13.09.2016 7,925,000
14.09.2016 9,384,000
15.09.2016 10,045,000
19.09.2016 - 3,764,000
20.09.2016 1,796,000
21.09.2016 3,801,000
22.09.2016 5,000,000
23.09.2016 4,779,000
26.09.2016 7,251,000
27.09.2016 7,980,000
28.09.2016 6,592,000
29.09.2016 7,970,000
30.09.2016 10,034,000
03.10.2016 13,388,000
04.10.2016 8,100,000
05.10.2016 4,423,000
06.10.2016 3,590,000
07.10.2016 3,313,000
10.10.2016 3,247,000
11.10.2016 3,793,000
12.10.2016 2,291,000
13.10.2016 2,831,000
14.10.2016 4,795,000
17.10.2016 5,173,000
18.10.2016 8,211,000
19.10.2016 7,664,000
20.10.2016 7,290,000
21.10.016 6,975,000
24.10.2016 6,767,000
25.10.2016 7,560,000
26.10.2016 7,657,000
27.10.2016 7,736,000
28.10.2016 4,297,000
31.10.2016 5,883,000

Repo
Date Investment
(Rs.000)
01.07.2016 7,407,000
04.07.2016 4,205,000
05.07.2016 3,918,000
07.07.2016 5,351,000
08.07.2016 8,683,000
11.07.2016 6,757,000
13.07.2016 3,351,000
14.07.2016 4,270,000
15.07.2016 7,409,000
18.07.2016 7,600,000
20.07.2016 4,200,000
21.07.2016 1,946,000
25.07.2016 2,011,000
26.07.2016 1,033,000
27.07.2016 2,123,000
28.07.2016 1,064,000
29.07.2016 3,420,000
01.08.2016 5,260,000
02.08.2016 2,552,000
03.08.2016 971,000
04.08.2016 1,288,000
05.08.2016 2,950,000
08.08.2016 3,710,000
09.08.2016 3,636,000
10.08.2016 3,103,000
11.08.2016 5,050,000
12.08.2016 3,044,000
15.08.2016 4,608,000
16.08.2016 1,970,000
18.08.2016 2,772,000
19.08.2016 2,335,000
22.08.2016 4,208,000
23.08.2016 3,390,000
24.08.2016 2,022,000
25.08.2016 2,991,000
26.08.2016 5,983,000
29.08.2016 6,103,000
30.08.2016 6,360,000
31.08.2016 7,350,000
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31.  Any other business

31.1

-’

3.2 Secondary Market Transactions of Employees'
Provident Fund (EPF) -

a) Mr C P R Perera, Appointed Member, ihformed the Board of the concerns
relating to the possibility of Perpetual T reasuries Ltd. unloading their
securities to EPF through intermediaries,

b) The Board noted that it had already instructed EPF, on 20 May, 2016 to
submit bids at reasonable yield rates to the primary auctions to ensure that
investments are made through the primary market thus minimising the need
tor EPF to buy from the secondary market at lower yields. '

c) However, dueto the concerns arising from the market activities, the Board
decided on the following until further notice:

:j i) EPF not to participate in the secondary market for Treasury Bills —
= and Bonds including repos and reverse repos,

:»f: (1))  While the above suspension lasts, direct issuances of Government

Sk . e - v T e T «

= .Securtties to be made to FPF by Public Debt Department provided

g; there is a government borrowing requirement.

| " - (iil)  EPF may buy securities from the CBSL’s portfolio from Domestic
' Operations Depariment, in instances where excess funds are
available in the short term.
(iv)  EPF may carry out overnight investiments through the Open Market
- Operations window.
d) The Board further decided to review the situation by end December, 2016,

-
Jrored
~
—d
.0
-~
~’
e
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e) The Board instructed the Investment Committee of EPF to examine and
submit a report to the Board on the rates at which EPF had submitted bids
in the auctions that were rejected in the past two weeks and the prevailing
secondary market rates at the time of each of the auctions.

.
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SHAREHOLDERS’ AGREEMENT

CANWILL HOLDINGS (PRIVATE) LIMITED

Shareholders” Agreement (the “Agreement”) dated as of 04" June 2013 by and among

-——

SRI LANKA INSURANCE CORPORATION LIMITED, a company incorporated
in Sri Lanka under the Companies Act, No.17 of 1982 and re-registered under the
Companies Act, No. 07 of 2007, bearing company registration number PB 289, and
having its registered office at No.21, Vauxhall Street, Colombo 02 (hereinafter
referred to as “SLICL” which term includes the said Sri Lanka Insurance Corporation
Limited and its successor and assigns)

AND

THE MONETARY BOARD OF THE CENTRAL BANK OF SRI LANKA, a
body corporate established under the provisions of the Monetary Law Act No. 58 of
1949 having its registered office at No.30, Janadhipathi Mawatha, Colombo 01 in the
Democratic Socialist Republic of Sri Lanka representing the Employees’ Provident
Fund (hereinafter called and referred to as “the EPF” which terms as herein used shall
where the context so requires or admits mean and include the said Monetary Board of
the Central Bank of Sri Lanka, representing the Employees’ Provident Fund or its
SUCCEssors)

AND

LITRO GAS LANKA LIMITED, a company incorporated in Sri Lanka under the
Companies Act, No.17 of 1982 and re-registered under the Companies Act, No. 07 of
2007, bearing company registration number PB 453 and having its registered office at
No. 267, Union Place, Colombo 02 (hereinafter reterred to as “LTGLL™ which term
includes the said Litro Gas Lanka Ltd and its successor and assigns)

(the Parties 1,2 and 3 are hereinafter collectively referred to as “the Investors™)

(all of whom are hereinafter collectively referred to as “the Parties™)

AND

CANWILL HOLDINGS (PRIVATE) LIMITED, a Company duly incorporated in
Sri Lanka under the Companies Act, No. 07 of 2007, bearing company registration
number PV 83288. and having its registered office ar No. 267. Union Place. Colombo

02 (hereinafier referred 1o as © the Company™ which term includes the said Canwill

iy

Holdings {Private) Limited and its successor and assigns}

&

Pape T oI18

260



RECITALS

WHEREAS the Company has been incorporated on 22" December 2011 and the initial
subscribers being Gamini Sedara Senarath, Piyadasa Kudabalage and Adambarage Modantha
Mohan De Alwis each holding one (01) share;

WHEREAS the Company has issued one share namely a Golden Share to the Secretary to
the Treasury to be held by him for and on behalf of the State of the Democratic Socialist
Republic of Sri Lanka;

WHEREAS the Company is to invest in two hotel projects undertaken by Sinolanka Hotels

and Spa (Pvt) Ltd and Helanco Hotels and Spa (Pvt) Ltd (Hambantota);
ang Spa vt A

WHEREAS the Company is desuous of issuing shares of the Company to SLICL, EPF and
LTGLL in order to combine certain interests for their mutual benefits: and foﬁﬁpurposes of
regulating the relationship between the Shareholders as the Shareholders of the Company and
setting out the rights and obligations of the Shareholders in respect of the Company;/

WHEREAS at a meeting of the Board of Directors of the Company held on 21°" June 2012,
the Board of Directors of the Company approved, subject to certain conditions, the issue of
500,000,000 Ordinary Shares to each of SLICL, EPF and 200,000,000 to LTGLL for a
consideration of Rs. 10/- each amounting to Rs. 12,000,000,000/-; and

NOW, THEREFORE, in consideration of the mutual covenants and agreements herein
contained, the parties hereto hereby agree as follows:

1. Definitions and Interpretation of this Agreement

(a) Defined Terms: As used in this Agreement, the following terms have the respective
meanings set forth below:

“this Agreement” means this Shareholders Agreement, as the same may be
amended in writing by the Shareholders hereto from time to
time;

“the Act” Companies Act, No. 07 of 2007,

Articles of Association the Articles of Association of the Company in effect as the date

' hereof;
Board of Dircctors the board of directors of the Company;

Business of the Company the business of the Company as currently conducted;
Company shall have the meaning set forth in the recitals hereto;
Confidential Information shall have the meaning specified in clause 6 (b);
] R s
Cp, -’H‘vvg ﬂ v’\
S ia
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Deed of Adherence a deed in the form attached Schedule 1 pursuant to which a
permitted transferee of Shares agree to be bound by all the
terms of this Agreement as if it had been a signatory;

Director a director of the Company, being a member of the Board of
Directors. With respect to matters pertaining to (i) the
requirements for forming a quorum for meetings of the Board
of Directors, (ii) attendance at meetings of the Board of
Directors and participation and voting in such meetings by
conference telephone or similar communication equipment, or
(iii) special power of any particular Director, a reference to a
“Director” shall be deemed to include an alternate appointed by
such Director pursuant to Clause 3 (d) (ii);

Material Adverse Effect with respect to any Person, an event or series of events having a
material adverse effect on the business, condition (financial or
otherwise), affairs, operations, liabilities, assets, properties or
prospects of such Person or any of its Subsidiaries, individually
or taken as a whole;

Person an individual, partnership, joint-stock company, corporation,
limited liability Company, trust or unincorporated organization
and a government or agency or political subdivision thereof;
and

Transfer any direct or indirect transfer, sale, assignment, gift, pledge,
hypothecation, mortgage, charge or other disposition or
encumbrance, whether or not for consideration.

(b) The headings of the sections and subsections of this Agreement are inserted for
convenience only and shall not be deemed to constitute a part thereof.

(c) Any reference, express or implied, to statutes or statutory provisions shall be
construed as reference to those statutes or provisions as respectively amended or re-
enacted or as their application is modified from time to time by other provisions
(whether before or after the date hereot) and shall include any statutes or provisions of
which they are re-enactments (whether with or without modification) and any orders,
regulations, instruments or other subordinate legislation under the relevant statute or
statutory provisions. References 1o sections of consoiidating iegisiation shaii wherever
necessary or appropriate in the context be construed as including references to the
sections of the previous legislation from which the consolidating legislation has been

prepared. h {Z \ /f V/-'L\ //-
W ,\,J / \/
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(d)

(¢)

(f)

(a)

(b)

References to any document (including this Agreement) are references to that
document as amended, consolidated, supplemented, novated or replaced from time to
time.

References herein to Sections, Exhibits and Schedules are to sections in and the
exhibits and schedules to this Agreement unless the context requires otherwise and the
Schedules to this Agreement shall be deemed to form part of this Agreement.

Unless the context requires otherwise, words importing the singular include the plural
and vice versa and word importing a gender include every gender.

Shareholders

Shareholding: Each of the under mentioned Investors shall subject to due payment in
the manner set out hereinafter be allotted Ordinary Shares of the Company in the
following manner.

Name of Date of Allotment No. of Shares Consideration

Shareholder (Rs))

SLICL 10th August, 2012 500,000,000 5,000,000,000

EPF 500,000,000 5,000,000,000

LTGLL 04th September, 2012 200,000,000 2,000,000,000
-~

The Company may either advance the date of allotment by a period not exceeding one
hundred and eight (180) days or defer the date of allotment based on its requirement.
Each Investor shall make payment for the shares in full on the respective dates of
allotment and the Company shall allot the shares and issue the share certificates
within ten (10) days of the monies being remitted.

Quorum: The quorum for a Shareholders’ meeting shall be any shareholder/(s)
representing not less than fifty per centum (50%) of the total votes of the Company
whether present in person or by proxy or representative. A quorum must be present at
the beginning of each meeting. If within ten minutes of the time appointed for a
meeting a quorum is not present, the meeting shall stand adjourned until the same
time and piace on the same day in the next week and if at such adjourned meeting a
meeting (or such longer interval as the chairman of the meeting may think fit to
allow) the Shareholder or Shareholders present ( whether in person or by proxy or
representative) shall constitute a quorum. The Chairman of the Board of Directors
from time to time shall preside as Chairman at every Shareholders meeting.

W o

Page 4 of 18

263 .

(1%



(©

(d)

Voting: Except as provided in Section 2 (d) below or as provided by law, matters
subject to decision by shareholders shall be carried by the affirmative vote of
Shareholders holding more than 50% of the total votes present at the meeting in
person or by proxy or by a letter of authority (and it shall be sufficient if such proxy
or authority is sent by facsimile) and in the case of an equality of votes, the chairman
shall not have casting vote. Shareholders may participate in Shareholders’ meeting by
means of conference telephone or similar communications equipment whereby all
persons participating can hear each other and such participation shall constitute
presence in person or by proxy or representative.

Matters subject to Consent of SLICL, EPF and LTGLL: None of the following
actions shall be taken without the affirmative vote of each of SLICL, EPF and
LTGLL at a general meeting of the Company duly convened or affirmative vote of all
the Nominee Directors of SLICL, EPF and LTGLL at a duly convened board meeting,
subject to the provisions of the Act.

(i) any variation in the Stated Capital of the Company including issue or
allotment of any Shares, any increase or decrease in the Company’s
share capital , or the creation of any class or classes of preference
shares or any shares senior in right to the Shares in respect of dividend,
liquidation distributions or otherwise, or the creation of any securities
convertible into or exchangeable for, or options, rights or warrants to
acquire any shares of the Company, or the creation of any shares that
entitle the holders thereof to other different voting rights, or any
variation of the rights attaching to the shares;

(i)  any amendment to the Articles of Association of the Company subject
to section 8(e) which protects the rights of the Golden Shareholder;

(iii)  the merger, amalgamation, consolidation or take-over of the Company
with, into or by any other company or the merger, amalgamation,
consolidation or take-over of another company by the Company;

(iv)  establishing any Subsidiary (whether wholly—owned or partially-
owned) or disposing of, or permitting a dilution of its interest in, any
such Subsidiary, or agreeing to the liquidation or winding-up of any
Subsidiary, if the said transaction is a major transaction;

(v) to purchase of securities in any other entity if the said purchase is a
major transaction;

(vi)  to change the remuneration and facilities granted to the members of the
board of directors (only if the board is satisfied that to do so is fair to

the Company); o

<
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(e)

(a)

(b)

(vii)

(viii)
(ix)
x)

(xi)
(xii)

to change the business of the Company or to cease to carry on the
business of the company;

the winding-up or liquidation of the Company;
and change in the registered address of the Company;

and change of the Company’s auditors (until changed, the auditors of
the Company shall be KPMG);

the incurrence of any capital expenditure which is a major transaction;

the creation of any mortgage or other encumbrances over the fixed
assets of the Company which is a major transaction.

Each shareholder will exercise or refrain from exercising and procure that its
Nominee Directors exercise or refrain from exercising any voting rights or other
power of control so as to ensure the passing of any and every resolution necessary or
desirable to procure that the affairs of the Company are conducted in accordance with
the provisions of this agreement and otherwise to give full effect to the provisions of
such Agreement and likewise to ensure that no resolution is passed which does not

accord with such provisions.

Board of Directors

Governance

(i)

(ii.)

(iii.)

(iv.)

(v.)

Composition
(i)

(ii.)

The Company will be governed by a Board of Directors (the “Board”)
appointed by the Shareholders as defined in this agreement.

The Board’s primary responsibility is to the Company to ensure the
viability of the Company as distinct from protecting the interests of
any specific Shareholders or groups of Shareholders.

The Board will appoint a Chairman who will preside over Board
meetings and who will liaise between the CEO and other Directors and
Shareholders.

The Board will be responsible for appointing the Managing
Director/Chief Executive Officer (the “MD/CEO™) who shall report to
the Board on a regular basis.

The MD/CEO will, with Board approval, recruit other senior managers

B AT e )
and execulives of the coinpaiy.

o%X
The number of Directors shall be not less than four not more than

seven.

Each of the following Parties shall be entitled to appoint the under

mentioned number of Nominee Directors: G r{/‘ N /':7
H v
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Name of Shareholder No. of Nominee Directors
SLICL 01
EPF 01
LTGLL 01
Secretary to the Treasury 01

(Elected Director)
(c) Quorum

The quorum for any meeting of the Board of Directors shall be at least three (3)
Directors.

(d) Meeting of the Board of Directors

(i) One of the Directors, as the Board of Directors shall from time to time
approve, shall preside as chairman of meetings of the Board of
Directors and shall have a casting vote.

(i)  Each Director shall be entitled to appoint any person to be his/her
alternate to attend and vote at meetings of the Board of Directors in
his/her instead. Each alternate shall have one vote for every Director
whom he represents provided that if such alternate is himself/herself a
Director then he/she shall have one vote for every Director whom
he/she represents in addition to any vote of his own.

(iii)  The Board of Directors may delegate any of its powers including the
day-to-day running of the business of the Company to management
committees. The management committee or committees so formed
shall meet at least once in each month and at least three days notice
shall be given to all the Directors or their representatives to attend such
meeting, and shall in the exercise of the powers so delegated, conform
to any reguiations that may be imposed on it by the Board of Directors.
If the Board of Directors so authorizes or requests, auditors,
consultants, advisers and employees shall be permitted to attend and
speak at meetings of the Board of Directors, but not to vote.

The Board of Directors shall imeet for Regular Meetings not 1
once in every two months and not less than seven (7) days notice of
each meeting specifying the business to be transacted thereat shall be
given to each Director and his alternate, unless waived by cach
Shareholder or any Director nominated by it. Any Two Directors shall

have the right to call a special meeting of the Board of Directors by/ / /
™ {1 17
(f%i 4’[{\(‘ Page 7 of 18 ﬂ“
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(e)

()

providing at least seven days prior notice of such meeting (special
meeting of the Board of Directors) specifying the business to. be
transacted thereat to each Director and his alternate, unless waived by
all the Directors.

W) Directors may participate in a meeting of the Board of Directors by
means of conference telephone or similar communications equipment
whereby all persons participating in the meeting can hear each other
and such participation shall constitute presence in person.

(vi)  Resolutions of the Board of Directors may be taken up in writing by
several counterparts, which shall be sent to each of the Directors and
each of the Directors shall have approved or disagreed with such
resolution. Such resolution shall be deemed to have been passed only
if the required majority has voted in favour of it.

Voting

(i) All resolutions of the Board of Directors shall be decided by the vote
of a majority of the Directors present and participating in a meeting of
the Board of Directors duly convened.

Duties of Directors‘

The Directors have duties as set out in the Act and in particular —

(i) each Director has a duty to act in good faith and in what he believes to
be in the best interests of the Company.

(i)  no Director shall act or agree to the Company acting in a manner that
contravenes any provisions of the Act or of these Presents.

(iii) ﬂQlLe_ct_ors shall ensure that the mvestment made by EPF is directly
invested in Sinolanka Hotels & Spa (Pvt) Ltd and the shares to the

value of mvestment be issued to Canwill Holdings (Pvt) Ltd by

“Sinolanka Hotels & Spas (Pvt) Ltd.

It is the responsibility of each Director to familiarize him/herself with the legal and

regulatory obligations associated with being a Director of a company incorporated in
Sri Lanka, kmng espec’a”‘ mindful of pofenfial “F‘!'SO!’!?.! liahilities associated with
among other things, for faiture to satisfy solvency test and recover distributions form
shareholders under section 61 of the Act and remuneration received under section 216

of the Act which is not fair to the Company.
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4. Legends

The certificates evidencing the Ordinary Share acquired by the investors pursuant to
the subscription will bear the following legend reflecting this Agreement (in addition
to any other legends which the Company deems necessary or desirable).

“The shares, evidenced hereby are subject to the terms of the Shareholders’
Agreement, dated 04" June 2013, by and among the Company and the holders
of the shares of the Company. A copy of such Shareholders’ Agreement has
been filed with the Company Secretary of the Company and is available upon
request.”

5. Restrictions on Transfer/Issue of Shares

(a) Except as set forth in this section, the Board of Directors shall have the right in its
absolute discretion, by a vote of a majority of Directors, to refuse to give effect to any
Transfer of the Shares subject to section 8(b) which preserves the rights of the Golden
Shareholder. ‘

(b) Each Shareholder shall if he wishes to sell his shares first offer it to the remaining
shareholders pro rata and if a shareholder does not wish to take up his entitlement
such shares shall be offered to the remaining shareholders pro rata and so on and so
forth. In the event of the remaining shareholders not being willing to buy the entirety
of the shareholding of such shareholder, the shareholder shall be entitled to sell his
shares to any 3" party on terms not less favourable to that shareholder than that at
which it was offered to the remaining shareholders.

(©) Each of the Investors shall be entitled to sell or Transfer the Shares held by it to any
Affiliate, and the Board of Directors shall recognize such sale and give effect thereto
by registering the transferee of the said Shares in the books and records of the
Company; provided that (i) the Shares will be re-transferred to the said Investor
immediately upon the Affiliate ceasing to be an Affiliate of the said Investor, (ii) the
said Investor shall continue to remain liable for the obligations of the Affiliate under
this Agreement.

(d) Each transferee of Shares (other than an existing shareholder) shall execute and
deliver to the Company and the other Shareholders a Deed of Adherence, which
execution and delivery shall constitute an agreement by such transferee.

{e) SLICL, EPF and LTGLL undertake not to exit from their respective investments until
the Hyait Regency Hotel project is completed and commissioned and Canwill
Holdings (Pvt) Ltd is listed on the Colombo Stock Exchange before the end-of —

@ W@jﬂ_ﬁ, subject to the rights of the Golden Shareholder as enshrined in

A : —— f
“section 8 of this Agreement. /
I —— z { .-/07/ . l,)",/
. Ci W %/
b M
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(H)

9

(h)

(a)

Future offers for equity participation will be made when the Hyatt Regency hotel
project is commissioned or at least, nearing completion and based on the appreciation
in the value of the development and potential earnings embedded in the share price.

Any purported Transfer of Shares made otherwise than in accordance with the
provisions of this Section 5 of this Agreement shall be null and void and of no effect,
and shall not be registered by the Company.

Any offer to purchase Shares from an Outsider must include the condition that the
Outsider agrees to become a party to this agreement pursuant to the purchase of the
Shares.

Covenants and Further Obligations of the Company and the Shareholders.

From the date hereof, each Shareholder covenants to procure that the Company shall
and the Company hereby covenants that it shall:

(i) list the shares of the Company on the Colombo Stock Exchange, or any

other stock exchange agreed by the Investors, before the end of the
calendar year 2015;

(ii.)  as soon as practicable after the end of each financial year of the
Company, and in any event within six (6) months thereafter, deliver to
each Shareholder a copy of the audited consolidated balance sheet, and
consolidated statements of income, shareholders’ equity and cash
flows of the Company as of such date and for the financial year then
ended, setting forth in each case in comparative form the figures for
the previous fiscal year, all in reasonable detail and accompanied by an
opinion of its auditors;

(iii.) promptly and diligently install and thereafter maintain an accounting
and cost control system satisfactory to the auditors of the Company
and maintain true and accurate books of accounts and other records
adequate to reflect truly and fairly the financial position of the
operations of the Company in conformity with Accounting Standards

consistently applied and procure that such books and records are
audited by the Company’s auditors from time to time as soon as
possible after the end of the each financial year;

—

—~
o)

sromptly notify each of the Shareholders in writing of any changes or
contemplated changes in the operation of the business of the Company
ot in any material contracts of the Company or any other events which
may result in a Material Adverse Effect of the Company;

1
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(v.)  promptly notify each of the Investors in writing of any proposed or
existing Related Party Transactions;

(vi.) at all times maintain insurance policies in sufficient amount and with
such coverage as are generally maintained by responsible companies in
the same industry and such policies are sufficient to cover liabilities
considered normal in the course of business of the Company subject to
section 218 of the Act;

(vii.) make and keep books, records and accounts, which in reasonable detail
accurately and fairly reflect the transactions and dispositions of the
assets of the Company;

(viii.) devise and maintain a system of internal accounting controls sufficient
to provide reasonable assurances that:

a) transactions are executed in accordance with management’s
general or specific authorization;

b) transactions are recorded as necessary: (I) to permit
preparation of financial statements in conformity with
generally accepted accounting principles or any other criteria
applicable to such statements: and (II) to maintain
accountability for assets;

c) access to assets is permitted only in accordance with
management’s general or specific authorization; and

d) the recorded accountability for assets is compared with the
existing assets at reasonable intervals and appropriate action is
taken with respect to any differences.

(ix.) promptly notify the Shareholders if it has notice of any application for
winding up having been made or of any statutory notice of winding up
under the provisions of the Companies Act of Sri Lanka, or any other
notice under or in respect of any other legal process files or intended to
be filed or initiated against the Company or if a custodian, liquidator or
receiver is appointed of any of its properties, business or undertaking;

(x.) promptly inform the Shareholders of any material loss or damage
which the Company may suffer due to any force majeure
circumstances or act of God including without limitations, fire,

earthquake, flood, tempest, and typhoon, against which the Company ’,
may not have insured its properties; and -~ {;L' /b’j \A
&3}) ‘ ‘ :
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(b)

(xi.)  hold the Nominee Directors harmless and to indemnify them against all
liabilities, costs and expenses incurred by them as a result of any action
taken by them in good faith and in the ordinary course of business,
except for willful misconduct or gross negligence of the Nominee
Directors, which results in the violation of any applicable laws by the
Company.

Each Shareholder acknowledges that they may be in possession of Confidential
Information relating to the Company pursuant to being represented on the Board of
Directors or consequent to being provided information for the purpose of subscribing
for the Ordinary Shares. The term “Confidential Information™ does not include
information which (i) is or becomes publicly available other than as a result of a
violation by a Shareholder or its Representatives of the obligation of confidentiality
hereunder or (ii) is or becomes available to a Shareholder on a non-confidential basis
from a source which, to the best of the said Shareholder’s knowledge after due
inquiry, is not under a legal, contractual or fiduciary duty of confidentiality to the
Company. Accordingly, each Sharcholder agrees on behalf of itself, and its
Representatives that :

1 it and its Representatives will keep the Confidential Information
confidential and will not, without the Company’s prior written consent,
disclose any Confidential Information in any manner whatsoever or
copy, reproduce, distribute or pass to others the Confidential
Information in whole or in part; provided, however, that each
Shareholder may reveal the Confidential Information to (i) its
Representatives who have been informed of the confidential nature of
the Confidential Information and who agree in writing to be bound by
the terms of this Section 6(b); (ii) any potential purchased of the shares
who agrees to be bound by the confidentiality provision. Each
Shareholder will cause the observance of the terms of this Section 6(b),
and each Shareholder will be responsible for any breach of this Section
6(b) by itself or any of its Representatives or by any potential
purchaser of their shares;

(i) Notwithstanding paragraph (i), in the event that Shareholder or any of
its representatives are required by applicable law, regulation or legal
provess to disclose any of the Confidential Information, the said
Shareholder will notify the Company promptly so that the Company
may seek a protective order or other remedy is obtained, the said
Shareholder will furnish only that portion of the Confidential
Information which the Company is advised by counsel if legally

required and wili exercise all reasonable efforts to obtain reliable

o,
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(a)

(b)

(©

(d)

(2)

(b

(c)

(d)

assurance that confidential treatment will be accorded the Confidential
Information by the party to whom it is furnished.

Representations and Warranties
Each party to this Agreement represents and warrants to each other party that:

it has full power, authority and capacity to enter into and perform its obligations under
this Agreement;

the execution, delivery and performance of this Agreement by it has been duly and
validly authorized;

this Agreement constitutes the legal, valid, binding and enforceable obligation of such
party: and

the execution, delivery and performance of this Agreement by it does not violate its
Memorandum (if any) and Articles of Association, certificate of incorporation, by-
laws or other comparable charter document (if applicable) or any provision of any
law, regulation, order or decree applicable to it.

Conflict with the Articles of Association

The parties agree that in the event of any inconsistency between the provisions of this
Agreement and the Articles of Association, the provisions of this Agreement
including issue of share certificate under article 2 (a), shall prevail except the rights of
the Golden Shareholder as given in article 3A of the Articles of Association of the
Company as given below:

The Company shall issue one share namely a Golden Share to the Secretary to the

Treasury to be held by him for and on behalf _o_ﬁhe State of the Democratic Socialist

Republic of Sri Lanka.

In the event of any divestment of the strategic investments in shares by way of a
transfer, such transfer shall require the concurrent consent of the Golden Shareholder
if such Shares are forming part of a controlling interest of the State of the Democratic
Socialist Republic of Sri Lanka.

When the Company issues new shares to the holders of the existing shares, the
concurrent consent of the Golden Shareholder shall require if such new issue would

~~~~~~~~ tly the controlling interest of the Golden Shareholder

tean
liidiavwri Y sl

The Goiden bharenmder shail be emmea to nominaie a Director to the Board of
Directors of the Company. The Director so nominated to the Board shall be referred
to as an “Elected Director” and he/ she shall not be subject to retirement by rotation

nor be requ1red to hold a share qualification. The Golden Shareholder shall have the

—
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(e)

()

(2)

10.

(@)

If any proposed amendments and/ or changes to the Articles of Association will have
a direct or indirect influence or affect the rights of the Golden Shareholder of the
Company, such amendments and/ or changes shall require the concurrent consent of
the Golden Shareholder.

The Golden Shareholder shall be entitled to call for the books of accounts of the
Company for inspection and if necessary seek clarifications of the Board of Directors
on the affairs of the Company as he may think necessary.

The Golden Shareholder shall not be liable for any obligations arising from the day-
to-day operations and management of the Company.”

Termination

Save for Sections 6(b) contained herein which shall survive any termination of this
Agreement, this Agreement shall, without prejudice to any rights which have accrued
to the Parties prior to such termination, terminate upon an order is made or an
effective resolution is passed for the winding up, insolvency, administration, re-
organisation, reconstruction, dissolution or bankruptcy of the Company or for the
appointment of a liquidator, receiver, administrator, trustee or similar officer of the
Company or of all or any part of its business or assets; if the Company stops or
suspends payment to its creditors generally or is unable or admits its inability to pay
its debts as they fall due or seeks to enter into any composition or other arrangement
with its creditors or is declared or becomes bankrupt or insolvent; or if a creditor takes
possession of all or any part of the business or assets of the Company or any
execution or other legal process is enforced against the business or any substantial
asset of the Company and is not discharged within fourteen (14) days; or by
unanimous agreement of the Shareholders.

Miscellaneous
Notices:

(i) Any notification to be given hereunder shall be delivered in person or
sent by letter, facsimile or telephone (but in the case of notification by
telephone, with subsequent confirmation by letter or facsimile)
addressed, in the case of notification to:

n
~t

Yy SLICL at No21, Vauxhall Street, Colombo 02 in the
Democratic Sﬂua"sf Republic of Sri Lanka, facsimile number
0112357710, Attention: Mr A M Mohan De Alwis -Managing
Director/CEQ or at such other address or facsimile number

may have furnished to the Company in writing.

b) EPF at Central Bank of Sri Lanka, No. 30, Janadhipathi
Mawatha, Colombo 01, facsimile number:011 27066010

273
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Attention: Superintendent of Employees’ Provident Fund or at
such other address or facsimile number as it may have
furnished in writing to the Company and to each of the
Shareholders;

¢) Litro Gas Lanka Limited, No. 267, Union Place, Colombo 02,
facsimile number: 011 2326764, Attention: Mr P Kudabalage
— Managing Director/CEO, or at such other address or
facsimile number as it may have furnished in writing to the
Company and to each of the Shareholders.

(ii)  Any such notice take effect in the case of a letter, at the time of
delivery; or in the case of a facsimile transmission, at the time of
dispatch.

(b) Dispute Resolution, Governing Law and Consent to Jurisdiction: This Agreement
shall be governed by and construed in accordance with the laws of Sri Lanka. The
parties shall first attempt in good faith amicably to resolve any dispute, which may
arise between them. If such attempt fails to resolve the dispute, the dispute shall be
finally settled by arbitration in Sri Lanka by a sole arbitrator in accordance with the
Arbitration Act No. 11 of 1995 and shall be conducted in the English language. The
award rendered by the sole arbitrator shall be final and binding upon the parties
concerned. Any party may seek enforcement of any such arbitration award in the
courts of Sri Lanka.

(c) Assignment: This Agreement, and the rights and obligations of the parties hereunder,
may not be assigned without the consent in writing of the other parties, save and
assignment to a permitted transferee of that party’s Ordinary Shares which has
complied with Section 5. This Agreement shall be binding upon and inure to the
benefit of the parties hereto and to their respective legal representatives and their
successors in interest.

(d) Entire Agreement: This Agreement constitutes the whole agreement between the
Parties and supersedes any previous agreements, arrangements or undertakings
between them relating to the subject matter hereof.

(e) Counterparts: This Agreement may be executed in counterparts.

(H Further Assurance: The parties hereto shall do and execute or procure to be done
and exccute all such further acts, deeds, documents and things as may be necessary to
give full effect to the terms of this Agreement.

(g Restrictions on Announcements: Each of the parties undertakes that it will not (save
as required by law or any applicable regulatory body) make any announcement in
connection with this Agreement (including without limitations, identifying and of the

Page 15 of 18‘//'? r/ /
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Investors by name) unless the other parties shall have given their respective consents
to such announcement (which consents may not be unreasonably withheld and may be
given either generally or in a specific case or cases and may be subject to conditions).

(h)  No Partnership: Nothing contained or implies in this Agreement shall constitute or
be deemed to constitute a partnership or agency between the Parties and save as
expressly agreed herein of the parties shall have any authority to bind or commit any
other party.

(1) Amendment: This Agreement shall not be changed, modified or amended except by
writing signed by each of the parties.

)] Waiver: No delay in exercising or omission to exercise any right, power or remedy
accruing to a party under this Agreement shall impair any such right, power or
remedy or be construed to be a waiver thereof or any acquiescence in such default,
nor shall the action or inaction of a party in respect of any default affect or impair any
right, power or remedy of such party in respect of any other default.

(k) Severability: If at any time any provision hereof is or becomes or is held to be illegal,
invalid or unenforceable in any respect, the legality, validity or enforceability of the
remaining provisions hereof shall in no way be affected or impaired hereby.

Q) This Shareholder Agreement shall be valid only until the listing of the Company on
the Colombo Stock Exchange, or any other stock exchange agreed by the Investors.

IN WITNESS WHEREOF, the parties hereto executed this Agreement as of the date first
written above.

Signature of Mr. A M Mohan De Alwis, Managing Director/ CEO) M’L ‘L.S
as authorized signatory on behalf of N 21 o o (W

Sri Lanka Insurance Corporation Ltd ) £ L

Witnesses:

1. Signatute @M
Name B ﬂ Eucoqn. @E\C\\maw ardana

NIC No. . T8 TAHR268b Y

O Signature @ o
Name PoiNe qane Puv Coadte s pe- Lo
NIC No. : 0524167 2.

G
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Signature of Ms. Kalyanee Gunatilake,
the Superintendent of the Employees’ Provident
Fund as authorized signatory on behalf of the

Monetary Board of the Central Bank of Sri Lanka ) KALY*
S.
Witnesses: EMPLOY: . b
CENTRAL &+ A

e Signature  : e

Name : LD y Pevernn

NICNo. : 57eqc w687V
2. Signature  : (f"}z}’/

Name : T-DL.T. Navagakkaa

NIC No. : T23)49c015V P. Kudabalage

/

Signature of Mt. P Kudabalage, Managing Director/CEO )
as authorized signatory on behalf of J
Litro Gas Lanka Ltd )
Witnesses: ‘
1 Signature

Name N VR ’l'hc,manadaw\g

NIC No. ! 630400031y
2, Signature  : /P do et

Name WS Sele\scudon

NIC No. ' Yoesvle o33/
Signature of Mr. GG S Senarath, Chairman ) @NQ
as authorized signatory on behalf of ) ke s i —
Canwill Holdings (Pvt) Ltd )

_ GAMINI S. SENERATH
Witnesses: . Chairman
7o) L zs CANWILL HOLDINGS (PVT) LTD.

il Signature = No. 267, UNION PLACE,

- T ., COLOMBO - 02

Name DLl Bavi o

NIC No. s FresZ234G0cV
2. Signature ﬁl—j‘

Name DTN M (o) G TAe~ .

NICNo. : 520739 9—*{1%\"‘\(
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BBV IS 6cNEDHEBDTDD
CoHEW auney QFveys HLL G Henewurssard
DEPARTMENT OF NATIONAL BUDGET

2e tr/of/-gp)p_/\;é\«

O NGNS, §eE gRIBBIWI, eED 01, @ Eoemd.
Gurgld HenmGe, R simoéa, Qampy o1, Qeomiams,
General Treasury, Ministry of Finance, Colombo 01, Sri Lanka.

Web Site : www.treasury.gov.lk

e-mail : budget@nbd.treasury.gov. Ik

Bod gomw
ﬂmgj @GU
My No.

Central Bank of Sri Lanka -

} e gomw I «L
210§ @ev. B
BD/RDS,/109/09/01 Your No. } ﬁj’f 15 .10.2015 //’"
V19
\
-
Governor Attention: Mr. B.D.W.A. Silva

Deputy Governor

Dear Sir,

Reimbursement of Funds Invested by Employees’ Provident Fund for the Construction

of Mehewara Piyasa

This refers to your letter dated 12% October, 2015 addressed to the Secretary to the

Treasury on the above subject,

As per the Cabinet decision No: 15/0486/641/002-1 dated 27.05.2015, action has already
been taken to allocate required funds from the General Treasury for the construction of
“MEHEWARA PIYASA” building, and reimbursement of Rs.1, 852.4mn funds utilized
from EPF for said construction.

Furthermore, it is observed that the main purpose of the construction of EPY Secretariat
building “Mehawara Piyasa” is to housing all division of the EPF fund in one place based
on “ONE SHOP” concept, and equal spaces of building have been proposed to be

Yours faithfully,

[V
A

AR.D¥ sapriya.

©

Director General

allocated to the EPF activities.
Therefore, Treasury may not in a poWreimbursement
/C"’fj/f/\'t/ﬁflla
TJe Mk
J— J’l 10CT 2615
2_ -/
(7 % £ o0 Bt Lipgo
[v( (){_; \,W/Y
v

process. A% / U
CLERIED
’ nﬂ) Bz l.ad‘
LJ ¢ M~
o~ @a@@ mm‘ o
01. Secretary-Ministry of National Policies and Economic¢ Affairs 7 / "

nr\f«’—

Copies: e v 5[(/1_&»"

N\ T

02. Secretary-Ministry of L antd T#ade Union Relations

03. Commissioner Gt_nem[{gp;g’m \f'l\ﬁb@%

\1-._/

e~ R

szt 525363@“
RO B sey
Jirector General

3.
= fonates gomcs 1
QAgmeneupa [@ev. r 0094-11-2484807

Caw Nl

0094-11-2484665 N 76692522\:1546;9%
0094-11-2484639(Fax) aigroaid }“m%mz_@aaasa
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